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1.1 The opening chapter of each year’s annual report gives me an
opportunity to highlight the work which we have done over the past ye
and draw your attention to our more significant findings. This chapter a
affords me the opportunity to make observations on a more general o
government-wide nature than is possible in the context of the specific
work performed at the departmental level.

1.2 It is my hope that the work we have done will assist the 
Legislative Assembly in keeping government accountable and that it w
be valuable to the government as it continues to make decisions on be
of the citizens of New Brunswick.

Accountability and 
performance reporting

1.3 The Vision for my Office for a number of years has been to ma
“a difference for the people of New Brunswick by promoting, in all our
work for the Legislative Assembly, productive, open and answerable 
government.” We encourage government to be accountable to the pub
for its actions, and to report on performance wherever possible. I wan
share with you a number of areas where accountability and performan
reporting were highlighted in our work this year.

Trusts funds are not 
accountable to the Legislative 
Assembly

1.4 During the year, the Province created two trust funds that raise
significant concerns about accountability. These two trusts are known
the University Infrastructure Trust and the New Brunswick Innovation 
Trust. Both Trust Agreements are dated 22 March 2002. The Province
invested a combined $35 million into these trusts in March 2002 throu
means of special warrants. 

1.5 The University Infrastructure Trust was set up “to provide an 
immediate, irrevocable commitment towards updating and improving 
university infrastructure located in New Brunswick, with particular 
emphasis on scientific and research equipment and facilities….” This t
was given $15 million.

1.6 The New Brunswick Innovation Trust was set up “to provide an
immediate, irrevocable commitment to the people of New Brunswick 
towards supporting the growth of the economy of New Brunswick throu
a fund dedicated to supporting targeted and leveraged investments in
companies, businesses and key industrial clusters such as IT and the
economy, advanced manufacturing, plastics, environmental services, 
life sciences and the bio-economy….” This trust was given $20 million
Report of the Auditor General - 2002 3
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1.7 The use of the money to improve university infrastructure or 
support the economy of New Brunswick is not in question. Governme
makes expenditures such as these on a frequent basis. It is not clear,
however, why it is preferable to have the actual funding to eligible 
universities and companies come from trust funds such as these rathe
than directly from the government. It is also not clear why there was a
need to use special warrants on 14 March and 21 March 2002 to auth
the payment of $35 million into the two trust funds. A special warrant 
only to be used when the Legislature is not sitting and expenditures “a
required urgently for the public good.” I raise these questions because
audit revealed that the special warrants were passed by Cabinet shor
before the Legislature resumed on 26 March 2002 and as of 6 Novem
2002, the funds are still in the trust accounts and have not been spen
Certainly a result of using the special warrants was to ensure the 
transactions would be charged to the 2001-02 fiscal year, thus reducin
the surplus for that year by $35 million.

1.8 Our initial interest in the transfer of $35 million to the trusts wa
in connection with our audit of the Province’s financial statements. In t
regard we were satisfied that the transfers were expenditures that sho
be charged against the fiscal year ended 31 March 2002. The fundam
reason for agreeing with the accounting treatment is that the funds ha
flowed outside of the control of government. But this also means there
no further accountability to the Legislative Assembly and the taxpayer
New Brunswick. While there are requirements in both agreements for
trustee to provide various reports and statements to the government, 
is no requirement to publicly report which universities or which 
companies actually receive funds, how much they receive or for what 
purpose. Furthermore, while the government has the right to audit the
books of the trustees there is no requirement that the results of such a
be made public. And since the trusts are not agencies of the Crown, m
Office would be precluded from conducting any audit work. 

1.9 If there are to be any similarly structured trust agreements in 
the future I would recommend that they include provisions for full 
public accountability, including performance reporting and a better 
audit regime.

More commentary needed on 
financial performance

1.10 In Chapter 2 we comment on the need for more information on 
financial results that would go a long way to helping readers understa
the finances of government. We have noted over the years that there 
usually a large amount of information available that explains the annu
budget but there is limited information explaining the actual results. 

1.11 Accountability can be greatly enhanced by providing 
information on financial highlights, risks and uncertainties, trends 
and clearly explained variances between budget and actual results.

More commentary needed on 
non-financial performance

1.12 In a number of audits we performed this year we reviewed 
whether or not there was sufficient public reporting of program 
4 Report of the Auditor General - 2002
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performance. Our reference point in making such reviews and any 
resulting recommendations is government’s annual report policy. Area
where we believe improvements could be made are in reporting the 
effectiveness of the employment development programs (Chapter 8), the 
effectiveness of the environmental inspection function (Chapter 3), an
the extent to which the Office of the Fire Marshal is complying with 
legislation (Chapter 6).

1.13 In each case any shortcoming in reporting would be remedied
if the government annual report policy was followed.

The Auditor General 
Achievement Award

1.14 We have always taken great interest in the annual report policy
government. This policy states that the annual report is the “major 
accountability document by departments and agencies for the Legisla
Assembly and the general public.” This year we undertook a review o
departmental annual reports for the purpose of identifying the one tha
best met the requirements of the policy. I used a panel of New 
Brunswickers to assist my staff in the final stages of the judging proce
On 25 January 2002 I was pleased to recognize the Department of He
and Wellness as the winner of the Auditor General Achievement Awar
intend to continue this initiative for at least two more years with the ho
that it will contribute to increasing the quality of all departmental repor

Health performance indicators 1.15 This year for the first time ever Canada’s Health Ministers 
reported to their citizens on a set of common health performance 
indicators. The report included comparable reporting on matters such
life expectancy, patient satisfaction, access to first-contact health serv
health promotion and disease prevention. The New Brunswick report 
which was released on 30 September 2002 tells New Brunswickers a 
about the condition of their health and the effectiveness of various 
services and programs. I firmly believe this type of reporting is needed
provide a more complete and comprehensive picture of the health and
well-being of our citizens and will put a much needed focus on non-
financial performance results. Too much emphasis is placed on how m
is spent on health and not enough emphasis on what is being 
accomplished.

1.16 When the First Ministers agreed to undertake this initiative in 
September 2000 they stated that “Clear public reporting, with appropri
independent, third party verification will enhance the performance of 
health services…”. Pursuant to that comment I was requested by the 
Minister of Finance, under Section 11(1) of the Auditor General Act, to 
perform certain tests on the data and to report on the results of those 
While the work we performed does not constitute an audit, I was very
pleased to participate in this initial undertaking. The results of our wor
were included in the report released on 30 September 2002, titled A 
Report to New Brunswickers on Comparable Health and Health Syste
Indicators.
Report of the Auditor General - 2002 5
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Protecting the safety of 
New Brunswickers

1.17 This marks the fifth consecutive year that we have performed 
audit work on a program that affects the safety of our citizens. The foc
of our work this year was in the Office of the Fire Marshal. We wanted
assess if the Office was adequately carrying out the provisions of the Fire 
Prevention Act and if it had appropriate human resource systems and 
practices in place in order to fulfill its responsibilities. 

1.18 As a result of our work we found that for the most part the Offi
is aware of its duties and responsibilities under the Act. However a 
significant shortcoming was the lack of a formal monitoring and report
system to detect and report when there have been instances of non-
compliance with the Act. We noted that building plans are not always fi
in accordance with the Act, and deadlines for submitting important rep
such as fire and insurance reports are not complied with. We also fou
that the Office does not have a system to properly determine staffing 
needs. We felt this to be a significant shortcoming given that the Office
has a legislated mandate and its work impacts directly on public safet
We estimated that the Office is over two years behind in its inspection
The results of our work in this area can be found in Chapter 6. 

The environment affects 
all of us

1.19 The Department of the Environment and Local Government is 
responsible for eight Acts and twenty-one sets of regulations relating 
the environment. In addition there are over 680 active Approvals to 
Operate issued to business entities in the Province. These approvals 
specify the conditions that different businesses must meet in order to b
compliance with environmental legislation. All this places a great 
responsibility on the Department and we wanted to determine if there 
an adequate inspection process. 

1.20 As a result of our work we concluded that the inspection proce
is not adequately monitoring and reporting compliance with legislation
However shortcomings in the inspection process may be related to th
volatility of the organizational structure due to several reorganizations
within the past few years. All our findings and recommendations on th
work can be found in Chapter 3. 

Value for money 1.21 Citizens want to know if they are getting value for the taxes the
pay. They want to be assured that money is being spent wisely, that 
expenditures are being made economically and that services are bein
delivered efficiently. This year we undertook four projects with these 
thoughts in mind. We performed audit work in the Vehicle Managemen
Agency of the Department of Transportation, we audited Employment
Development Programs in the Department of Training and Employme
Development, we looked at the acquisition and use of cellular phones
we examined the management of accounts receivable in three 
departments.

Vehicle Management Agency 1.22 Our work in the Vehicle Management Agency focused on the 
repair and maintenance of government cars, executive vehicles and li
trucks. We also examined the systems and practices in place to monit
6 Report of the Auditor General - 2002
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and control the usage of fuel for government cars and light trucks. I 
believe our most significant finding was that the Agency was not in 
compliance with a key aspect of government’s Vehicle Policy. This is t
policy that required the Agency to report annually to Board of 
Management on the competitiveness of operating the government flee
house as opposed to other alternative means. In situations where 
government is providing services that can also be provided by the priv
sector it is extremely important to regularly evaluate whether or not a 
change should be made. This is the only way to ensure taxpayers are
receiving value for money. On this point we recommended that the 
Agency comply with the policy and report to Board of Management on
annual basis. We also thought that this type of reporting would be an 
excellent measure of effectiveness to include in the Agency’s annual 
report. It was disappointing to learn that since the conclusion of our a
the Board of Management revised the policy and removed the 
effectiveness reporting requirement. We have more to say about the 
operation of the Vehicle Management Agency in Chapter 9.

Employment Development 
Programs

1.23 The Employment Development Programs administered by the 
Department of Training and Employment Development make up a larg
part of the expenditures of the Department, exceeding $131 million in
2001. We wanted to look at these programs to ensure there were goo
systems of internal control and to determine if there were adequate 
procedures in place to measure and report on program effectiveness.

1.24 I was very pleased to see that the Department is doing a good
of ensuring that eligible people are aware of the existence of the vario
programs. We did note that programs are not being evaluated on a re
basis and there is no public reporting on the effectiveness of the progr
Chapter 8 sets out the audit work we did in this area and what we fou

Cellular phones 1.25 The government has over 3,100 cellular phones and spends 
approximately $2.5 million each year acquiring and using them. We 
wanted to know if there was an adequate system in place to administe
acquisition and use of these phones. We found that while the Departm
of Supply and Services has tendered for cell phone hardware they hav
done so for cellular phone airtime and long-distance usage. We believ
there are savings to be realized by determining the needs of users and
tendering for these services. The complete report on our work on cellu
phones can be found in Chapter 7.

Accounts receivable 1.26 We did an audit of accounts receivable in three departments, 
Business New Brunswick, Finance (property tax only) and Justice. Ou
audit covered approximately $876 million in outstanding accounts 
receivable. The results of our work can be found in Chapter 11. In all th
departments we found that the monitoring and collection of receivable
could be improved.
Report of the Auditor General - 2002 7
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Governance 1.27 For a number of years now we have been doing work on 
governance issues. Our focus has been on Crown corporations and 
pension plans. This year we did a project that focused on the asset 
management of pension plans. In particular we wanted to determine if
governors of the two plans we audited had established satisfactory 
procedures to measure and report on the effectiveness of the asset 
management activities. Eighty percent of every pension dollar paid co
from investment earnings so it is extremely important that the governo
every pension plan is involved in the key investment policy decisions. T
results of our work can be found in Chapter 4. 

Client Service Delivery 
System (CSDS)

1.28 In last year’s Report I made reference to a software developme
project in the Department of Health and Wellness that in 1995 was 
expected to cost $4.5 million and be operational within three years. 
During my appearance before the Public Accounts Committee in 2001
I was asked a number of questions about this project. Because of the
questions raised by the Committee and the magnitude of the costs 
involved my Office examined the project in more detail. The key findin
were as follows. 

1.29 The CSDS project was completed in November 2001 and cost
$26.9 million. However, this cost does not include all of the requireme
originally envisaged in the $4.5 million estimate. These requirements 
to be completed in a new project in the Department of Family and 
Community Services called NB Families. NB Families is estimated to c
$8.6 million and is expected to be completed in 2004. The total estima
cost to complete both CSDS and NB Families is $35.5 million.

1.30 Two contributing factors to the greater cost and longer complet
date are that the estimated cost to completion includes a much more 
accurate accounting for costs than the $4.5 million and there were a 
number of changes made to the project subsequent to the $4.5 million
estimate being established. This is explained, as well as other issues 
found, in Chapter 5. One of our findings was related to shortcomings 
how the project was managed and in this regard we made a 
recommendation to the Department.

1.31 I believe however that there are problems related to system 
development projects that are bigger than any one department can so
say this because even though a department may assign the most cap
senior employee possible to manage the development of a new syste
all probability it will be a new experience for that employee. The task 
assigned to such an employee will be to manage a multi-million dollar
project, deal with outside consultants, negotiate and then administer 
various contracts, properly manage changes, meet deadlines etc. And
could be the only time that the employee will have that particular 
responsibility in an entire working career. If on the other hand a 
department was having a building constructed, an expert from outside
department and independent of the contractor, would be assigned the
responsibility of project management. This expert because of his or h
8 Report of the Auditor General - 2002
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experience would understand the business and would be well positione
protect government’s interest. 

1.32 I would encourage the government to examine the possibility 
of engaging professionals who have experience in managing system 
development projects to act as independent project managers.

1.33 As mentioned above, one of the reasons for the estimated cos
completion being greater than the original estimate of $4.5 million wa
due to a more accurate accounting of costs. This means that the key 
decision-makers, in this case the Board of Management, did not have
of the relevant cost information available to them when they approved
project in 1995. In fact the $4.5 million estimate only included the costs
be paid to the contractor.

1.34 I believe departments should provide decision-makers with all 
the estimated costs associated with a software development project, 
not just those related to the contractor engaged to develop the project

Follow-up on prior 
years’ audit work

1.35 I have decided to track our recommendations for four years an
highlight in the fourth year any recommendation not acted upon that I 
is worthy of note. Chapter 10 sets out all of the follow-up we performe
this year. There is one recommendation that I feel should be highlight

1.36 In 1998 we recommended that the Department of Health and 
Community Services (now the Department of Health and Wellness) re
to the Legislative Assembly on the results of its evaluation of the Early
Childhood Initiative. This initiative had been announced in 1992 as the
major part of a $16.1 million budget. We made the recommendation 
because we believe it is important for government to perform post-
implementation reviews to determine if intended results were achieve
This is the essence of accountability. While we were pleased that the 
Department has carried out significant work in evaluating the initiative
the results were never reported to the Legislative Assembly. 

1.37 I recommend that the government establish an evaluation 
regime for all major change initiatives. Under such a regime major 
initiatives would be evaluated after a reasonable period of time to 
determine if the original objectives were achieved. I also recommend 
that the results of these evaluations be reported to the Legislative 
Assembly.

About our Office 1.38 In most of our work we examine the extent to which a departm
or Crown agency has commented on its performance, either in deliveri
service or in meeting annual objectives or performance indicators. We 
make recommendations when we believe they are warranted. 

1.39 We are constantly reminded of our own responsibility in this are
because we too must be efficient and accountable. Chapter 12 repres
Report of the Auditor General - 2002 9



Introductory Comments Chapter 1

th 

e 
 
re 
LAs 

d 
the 

ir 
ery 
e 
 
 a 
al 
er 
ent 
t 

 in 
its.

in 
our annual accountability report, which we believe is in compliance wi
the government’s annual report policy. There we report on our goals, 
performance indicators and results. 

1.40 A key measure of performance for our Office is the feedback w
receive from a survey sent to all members of the Public Accounts and
Crown Corporations Committees. From the responses received we we
told that our Report is easy to read and understand and it helped the M
do their job better. We also measure the extent to which the 
recommendations which appear in our annual Report are accepted an
implemented. Chapter 10 sets out the work we did in this area during 
past year.

1.41 This year we spent considerable time interviewing senior 
employees in the Department of Health and Wellness to ascertain the
views on the significant issues and challenges in the health care deliv
system. We also interviewed a number of key stakeholders outside th
department such as doctors, nurses and executives of regional health
authorities. In total we interviewed approximately thirty individuals. As
result of this undertaking we have been able to identify twelve potenti
audits for our Office, which we will be undertaking over the next numb
of years. We plan to follow the same process this year in the Departm
of Education. This approach should assist in identifying audit work tha
will be meaningful to the Legislative Assembly and New Brunswickers
general. We will cover other departments in future years as time perm

Acknowledgements 1.42 This Report is the culmination of a lot of hard work by the staff 
my Office. Once again I am indebted to their professional advice and 
dedication.

Daryl C. Wilson, FCA
Auditor General
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LWV#ILQDQFLDO#UHSRUWV/#LQ#RUGHU#WR#VXSSOHPHQW#DQG#LQFUHDVH#D#UHDGHU·V#
XQGHUVWDQGLQJ#RI#WKH#3URYLQFH·V#ILQDQFLDO#VWDWHPHQWV1#$OWKRXJK#WKH#
JRYHUQPHQW#GRHV#QRW#SURYLGH#PXFK#E\#ZD\#RI#VXSSOHPHQWDU\#
LQIRUPDWLRQ#DQG#H[SODQDWLRQV#DW#WKH#SUHVHQW#WLPH/#ZH#IHHO#UHDGHUV#ZLOO#
LQFUHDVLQJO\#ORRN#IRU#WKLV#W\SH#RI#LQWHUSUHWDWLRQ#RI#WKH#ILQDQFLDO#UHVXOWV1#
$QG#WKH#UHVSRQVLELOLW\#UHVWV#FOHDUO\#ZLWK#WKH#SUHSDUHUV#RI#WKH#ILQDQFLDO#
VWDWHPHQWV/#QRW#WKH#DXGLWRUV1

• )LVFDO#6WDELOL]DWLRQ#)XQG

:H#SURYLGH#FRPPHQWDU\#UHODWLQJ#WR#WKH#REMHFWLYHV#DQG#HIIHFWV#RI#WKH#
)LVFDO#6WDELOL]DWLRQ#)XQG#HVWDEOLVKHG#E\#WKH#3URYLQFH#LQ#53341

5HVXOWV#LQ#EULHI 2.2 ,Q#JHQHUDO/#WKH#LQGLFDWRUV#IRU#WKH#ODVW#QLQH#\HDUV#VKRZ#WKDW#
WKH#3URYLQFH#RI#1HZ#%UXQVZLFN·V#ILQDQFLDO#FRQGLWLRQ#KDV#LPSURYHG#
LQ#VXVWDLQDELOLW\/#IOH[LELOLW\#DQG#YXOQHUDELOLW\/#ZLWK#VRPH#GHYLDWLRQV#
IURP#WKLV#WUHQG#VKRZLQJ#LQ#4<<<#DQG#53331#7KH#LQGLFDWRUV#DIIHFWHG#
E\#WKHVH#GHYLDWLRQV#VKRZHG#PRUH#SRVLWLYH#UHVXOWV#LQ#5334#DQG#53351

2.3 :H#HQFRXUDJH#WKH#JRYHUQPHQW#WR#EXLOG#RQ#DQG#HQKDQFH#WKH#
LQIRUPDWLRQ#LW#QRZ#SURYLGHV#WR#1HZ#%UXQVZLFNHUV/#DQG#WR#LVVXH#D#
FRPSUHKHQVLYH#ILQDQFLDO#UHSRUW#GHVFULELQJ#LWV#ILQDQFLDO#FRQGLWLRQ#LQ#
FOHDU/#FRQFLVH#WHUPV#WKDW#FDQ#EH#HDVLO\#XQGHUVWRRG#E\#D#UHDVRQDEO\#
LQIRUPHG#UHDGHU1
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7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV &KDSWHU#5

 

r

2.4 ,Q#RXU#RSLQLRQ/#WKHUH#LV#D#QHHG#IRU#IXUWKHU#GLVFXVVLRQ#DURXQG#
WKH#EDODQFHG#EXGJHW#OHJLVODWLRQ/#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG#DQG#WKH#
UHODWLRQVKLS#EHWZHHQ#WKH#WZR1#:H#ZRXOG#OLNH#WR#VHH#FOHDU/#PHDVXUDEOH#
REMHFWLYHV#IRU#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG/#DQG#D#PHDQV#E\#ZKLFK#
WKH#)XQG#LV#DEOH#WR#UHSRUW#RQ#LWV#HIIHFWLYHQHVV1

,QGLFDWRUV#RI#WKH#
3URYLQFH·V#ILQDQFLDO#
FRQGLWLRQ

2.5 ,Q#4<<:/#D#UHVHDUFK#UHSRUW#SXEOLVKHG#E\#WKH#&DQDGLDQ#,QVWLWXWH#RI#
&KDUWHUHG#$FFRXQWDQWV#+&,&$,#GHILQHG#ILQDQFLDO#FRQGLWLRQ#DV#D#
JRYHUQPHQW·V#´ILQDQFLDO#KHDOWK#DV#PHDVXUHG#E\#VXVWDLQDELOLW\/#
YXOQHUDELOLW\#DQG#IOH[LELOLW\/#ORRNHG#DW#LQ#WKH#FRQWH[W#RI#WKH#RYHUDOO#
HFRQRPLF#DQG#ILQDQFLDO#HQYLURQPHQW1µ4

6FRSH 2.6 7KH#SXUSRVH#RI#WKLV#VHFWLRQ#RI#WKH#FKDSWHU#LV#WR#SURYLGH#UHDGHUV#
ZLWK#XVHIXO#LQIRUPDWLRQ#DERXW#WKH#3URYLQFH·V#ILQDQFLDO#FRQGLWLRQ#XVLQJ#
WKH#&,&$#UHVHDUFK#UHSRUW#DV#D#JXLGHOLQH1

2.7 7KRXJK#PDQ\#SRWHQWLDO#LQGLFDWRUV#RI#VXVWDLQDELOLW\/#YXOQHUDELOLW\#
DQG#IOH[LELOLW\#ZHUH#FRQVLGHUHG#LQ#SUHSDULQJ#WKH#UHVHDUFK#UHSRUW/#RQO\#WHQ#
LQGLFDWRUV#ZHUH#IRXQG#ZKLFK#ZHUH#UHOHYDQW/#QHFHVVDU\/#PHDVXUDEOH#DQG#
FOHDU#WR#XVHUV#RI#JRYHUQPHQW#ILQDQFLDO#LQIRUPDWLRQ1#2I#WKHVH/#RXU#2IILFH#
KDV#FRQFOXGHG#WKDW#VL[#FDQ#EH#FRQVLGHUHG#PHDQLQJIXO#LQ#WKH#FRQWH[W#RI#WKH#
3URYLQFH#RI#1HZ#%UXQVZLFN1#7KH\#DUH=

)LQDQFLDO#UHVXOWV#XVHG#LQ#
DQDO\VHV

2.8 ,Q#WKLV#FKDSWHU/#RXU#DQDO\VHV#DUH#EDVHG#RQ#WKH#FXUUHQW#\HDU#
ILQDQFLDO#VWDWHPHQWV#DV#SUHVHQWHG#LQ#WKH#3XEOLF#$FFRXQWV1#7KHVH#ILQDQFLDO#
VWDWHPHQWV#UHSRUW#D#VXUSOXV#IRU#WKH#\HDU#RI#'4761;#PLOOLRQ1#3ULRU#\HDU#
QXPEHUV#XVHG#LQ#RXU#DQDO\VHV#PD\#LQFOXGH#UHVWDWHG#ILJXUHV#REWDLQHG#IURP#
WKH#2IILFH#RI#WKH#&RPSWUROOHU1#

2.9 7KH#64#0DUFK#5333#ILQDQFLDO#VWDWHPHQW#H[SHQGLWXUH#ILJXUHV#
LQFOXGHG#'<361;#PLOOLRQ#UHODWLQJ#WR#WKH#FDSLWDO#FRVW#RI#WKH#)UHGHULFWRQ#WR#
0RQFWRQ#KLJKZD\1#7KLV#WUDQVDFWLRQ#UHVXOWHG#LQ#D#RQH0WLPH#LQFUHDVH#LQ#
H[SHQGLWXUH#DQG#D#FRUUHVSRQGLQJ#LQFUHDVH#LQ#QHW#GHEW#RI#'<361;#PLOOLRQ#

41 ,QGLFDWRUV#RI#*RYHUQPHQW#)LQDQFLDO#&RQGLWLRQ/#4<<:#SXEOLVKHG#E\#WKH#&DQDGLDQ
,QVWLWXWH#RI#&KDUWHUHG#$FFRXQWDQWV1

Sustainability · Net debt as a percentage of gross domestic product
(GDP)

· Change in net debt and GDP
Flexibility · Cost of servicing the public debt as a percentage of

total revenue
· Own source revenue as a percentage of GDP

Vulnerability · Federal government transfers as a percentage of total
revenue

· Foreign currency debt as a percentage of total debt fo
provincial purposes
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&KDSWHU#5 7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV
LQ#53331#7KH#PDJQLWXGH#RI#WKLV#WUDQVDFWLRQ#KDV#D#VLJQLILFDQW#LPSDFW#RQ#
WKH#DQDO\VHV#WKDW#IROORZ1

6XVWDLQDELOLW\ 2.10 6XVWDLQDELOLW\#LV#WKH#GHJUHH#WR#ZKLFK#D#JRYHUQPHQW#FDQ#PDLQWDLQ#
H[LVWLQJ#SURJUDPV#DQG#PHHW#H[LVWLQJ#FUHGLWRU#UHTXLUHPHQWV#ZLWKRXW#
LQFUHDVLQJ#WKH#GHEW#EXUGHQ#RQ#WKH#HFRQRP\14

2.11 ,W#LV#QRZ#ZHOO#XQGHUVWRRG#E\#WKH#JHQHUDO#SXEOLF#WKDW#LQFUHDVHV#LQ#
WKH#FRVW#RI#VHUYLFLQJ#WKH#SXEOLF#GHEW#FDQ#GLUHFWO\#LPSDFW#WKH#TXDQWLW\#DQG#
TXDOLW\#RI#SURJUDPV#DQG#VHUYLFHV#WR#ZKLFK#WKH#SXEOLF#KDV#DFFHVV1#
$FFRUGLQJO\#PDQ\#SURYLQFHV/#LQFOXGLQJ#1HZ#%UXQVZLFN/#DUH#VWULYLQJ#WR#
UHGXFH#WKHLU#GHEW#LQ#RUGHU#WR#HQVXUH#DQ#RSWLPXP#DPRXQW#RI#IXQGLQJ#LV#
DOORFDWHG#WR#SURJUDPV#DQG#VHUYLFHV1

2.12 7KHUH#DUH#FLUFXPVWDQFHV#ZKHQ#JRYHUQPHQWV#PD\#WROHUDWH#
LQFUHDVHV#LQ#WKHLU#GHEW#ORDG1#)RU#H[DPSOH/#ZKHQ#UHYHQXHV#DUH#LQFUHDVLQJ/#
D#KLJKHU#FRVW#RI#VHUYLFLQJ#WKH#SXEOLF#GHEW#PLJKW#EH#WROHUDWHG#ZLWKRXW#
LPSDFWLQJ#H[LVWLQJ#SURJUDPV#DQG#VHUYLFHV1#+RZHYHU/#WKH#DELOLW\#WR#
JHQHUDWH#VXFK#UHYHQXHV#+H1J1#WKURXJK#WD[HV/#XVHU#IHHV/#RU#OLFHQVHV,#LV#
FORVHO\#OLQNHG#WR#WKH#SHUIRUPDQFH#RI#WKH#HFRQRP\1

2.13 7KHUHIRUH/#DQ\#JURZWK#LQ#1HZ#%UXQVZLFN·V#GHEW#PXVW#UHPDLQ#LQ#
OLQH#ZLWK#JURZWK#LQ#WKH#HFRQRP\#WR#HQVXUH#WKDW#RXU#3URYLQFH#FDQ#VXVWDLQ#
LWV#SURJUDPV#DQG#VHUYLFHV1#,I#GHEW#LV#JURZLQJ#IDVWHU#WKDQ#WKH#HFRQRP\/#
1HZ#%UXQVZLFN#ZLOO#VXIIHU#UHGXFHG#FDSDFLW\#IRU#VXVWDLQDELOLW\1#3URJUDPV#
DQG#VHUYLFHV#RIIHUHG#WR#WKH#SXEOLF#PD\#HYHQWXDOO\#VXIIHU1

2.14 *URVV#'RPHVWLF#3URGXFW#+*'3,#LV#WKH#WRWDO#YDOXH#RI#DOO#JRRGV#
DQG#VHUYLFHV#SURGXFHG#LQ#WKH#3URYLQFH#GXULQJ#D#VSHFLILF#SHULRG1#*'3#LV#
RIWHQ#XVHG#WR#PHDVXUH#WKH#JURZWK#RI#WKH#HFRQRP\1

1HW#GHEW#DV#D#SHUFHQWDJH#RI#
*'3#DV#D#PHDVXUH#RI#
VXVWDLQDELOLW\

2.15 1HW#GHEW#LV#DQ#DFFRXQWLQJ#PHDVXUH#RI#WKH#H[WHQW#WR#ZKLFK#WRWDO#
OLDELOLWLHV#RI#WKH#3URYLQFH#H[FHHG#ILQDQFLDO#DVVHWV1#7KH#QHW#GHEW#RI#WKH#
3URYLQFH#LQFUHDVHV#ZLWK#GHILFLWV#DQG#GHFUHDVHV#ZKHQ#VXUSOXVHV#DUH#
H[SHULHQFHG1#7KH#ILQDQFLDO#VWDWHPHQWV#IRU#5335#LQGLFDWH#WKDW#QHW#GHEW#
VWDQGV#DW#'91987#ELOOLRQ#0#';77#PLOOLRQ#PRUH#WKDQ#LWV#OHYHO#QLQH#\HDUV#
DJR/#EXW#'593#PLOOLRQ#OHVV#WKDQ#LQ#53331

2.16 #7KH#1HZ#%UXQVZLFN#HFRQRP\#KDV#DOVR#JURZQ1#([KLELW 514#
VKRZV#WKDW#WKH#3URYLQFH·V#QHW#GHEW#WR#*'3#UDWLR#JHQHUDOO\#GHFUHDVHG#
+IDYRXUDEOH,#RYHU#WKH#ODVW#QLQH#\HDUV#²#VKRZLQJ#WKH#3URYLQFH·V#LQFUHDVLQJ#
DELOLW\#WR#VXVWDLQ#H[LVWLQJ#SURJUDPV#DQG#VHUYLFHV1#7KH#RQO\#H[FHSWLRQ#WR#
WKLV#WUHQG#FDPH#LQ#WKH#\HDU#5333#DV#D#UHVXOW#RI#UHFRUGLQJ#WKH#GHEW#IRU#WKH#
)UHGHULFWRQ#WR#0RQFWRQ#KLJKZD\1

41 ,QGLFDWRUV#RI#*RYHUQPHQW#)LQDQFLDO#&RQGLWLRQ/#4<<:#SXEOLVKHG#E\#WKH#&DQDGLDQ
,QVWLWXWH#RI#&KDUWHUHG#$FFRXQWDQWV1
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7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV &KDSWHU#5
Exhibit 2.1

1HW#GHEW#DV#D#SHUFHQWDJH#RI#*'34#IRU#WKH#ODVW#QLQH#\HDUV

&KDQJH#LQ#QHW#GHEW#DQG#*'3#
DV#D#PHDVXUH#RI#VXVWDLQDELOLW\

2.17 7KH#3URYLQFH#FDQ#SRVLWLYHO\#LQIOXHQFH#VXVWDLQDELOLW\#LQ#WZR#ZD\V=#
E\#LQFUHDVLQJ#VXUSOXVHV#DQG#E\#LQFUHDVLQJ#JURZWK#LQ#WKH#HFRQRP\1#
7KRXJK#JRYHUQPHQWV#XVH#YDULRXV#SROLWLFDO/#OHJLVODWLYH#DQG#UHJXODWRU\#
SRZHUV#WR#VWLPXODWH#WKH#HFRQRP\/#WKH#HIIHFW#LV#QHLWKHU#JXDUDQWHHG#QRU#
WLPHO\1

2.18 7KH#UDWH#RI#JURZWK#LQ#WKH#VXUSOXV#RU#GHILFLW#DQG#WKHLU#LPSDFW#RQ#
QHW#GHEW#LV#PXFK#PRUH#FRQWUROODEOH1#([KLELW#515#VKRZV#WKDW#WKH#3URYLQFH#
KDV#H[SHULHQFHG#HFRQRPLF#JURZWK#LQ#H[FHVV#RI#JURZWK#LQ#WKH#QHW#GHEW#
+IDYRXUDEOH,#VLQFH#4<<7/#ZLWK#WKH#H[FHSWLRQ#RI#WKH#\HDU#53331#7KH#
GHYLDWLRQ#LQ#WKH#\HDU#5333#UHVXOWHG#IURP#WKH#HIIHFWV#RI#WKH#)UHGHULFWRQ#WR#
0RQFWRQ#KLJKZD\1

41 *'3#LV#PHDVXUHG#RQ#D#FDOHQGDU#\HDU#EDVLV1#7KH#*'3#XVHG#LQ#RXU#WDEOHV#IRU#HDFK#64#0DUFK#\HDU#HQG#LV#WKH#*'3#IRU#WKH#
FDOHQGDU#\HDU#HQGHG#GXULQJ#WKDW#ILVFDO#\HDU1#*'3#LQIRUPDWLRQ#LV#SURYLGHG#E\#11%1#'HSDUWPHQW#RI#)LQDQFH=#DFWXDO#*'3#IRU#
FDOHQGDU#\HDUV#4<<605333>#HVWLPDWHG#IRU#53341

6,654.1 6,797.9 6,913.8 5,982.7 5,889.1 5,848.6 5,809.9 5,782.6 5,783.1 
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&KDSWHU#5 7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV
Exhibit 2.2

&KDQJH#LQ#QHW#GHEW#DQG##*'34#IRU#WKH#ODVW#QLQH#\HDUV

)OH[LELOLW\ 2.19 )OH[LELOLW\#LV#WKH#GHJUHH#WR#ZKLFK#D#JRYHUQPHQW#FDQ#LQFUHDVH#LWV#
ILQDQFLDO#UHVRXUFHV#WR#UHVSRQG#WR#ULVLQJ#FRPPLWPHQWV/#E\#HLWKHU#
H[SDQGLQJ#LWV#UHYHQXHV#RU#LQFUHDVLQJ#LWV#GHEW EXUGHQ15

2.20 )XQGLQJ#IRU#SURJUDPV#DQG#VHUYLFHV#LV#SURYLGHG#E\#HLWKHU#UHYHQXH#
RU#ERUURZLQJ#GXULQJ#WKH#\HDU1#,W#LV#D#XVHIXO#PHDVXUH#RI#IOH[LELOLW\#WR#
NQRZ#WR#ZKDW#H[WHQW#WKH#3URYLQFH#LV#DEOH#WR#UDLVH#UHYHQXH#IURP#H[LVWLQJ#
DQG#SRWHQWLDO#VRXUFHV#VKRXOG#QHZ#FRPPLWPHQWV#DULVH1

2ZQ#VRXUFH#UHYHQXH#DV#D#
SHUFHQWDJH#RI#*'3#DV#D#
PHDVXUH#RI#IOH[LELOLW\

2.21 2QH#FRXOG#DVVXPH#WKDW#DQ\#DGGLWLRQDO#IXQGLQJ#IRU#QHZ#SURJUDPV#
RU#VHUYLFHV#PLJKW#QRW#EH#SRVVLEOH#IURP#H[LVWLQJ#UHYHQXH#VRXUFHV1#$#
UHDVRQDEOH#DOWHUQDWLYH#ZRXOG#EH#WR#UDLVH#UHYHQXH#IURP#QHZ#SURYLQFLDO#
VRXUFHV1#+RZHYHU/#WKH#3URYLQFH#LV#RQO\#DEOH#WR#H[WUDFW#D#ILQLWH#DPRXQW#RI#
GROODUV#IURP#WKH#HFRQRP\#RI#1HZ#%UXQVZLFN#EHIRUH#WKH#HFRQRP\#EHJLQV#
WR#IDOWHU1#7KRXJK#WKH#H[DFW#FDSDFLW\#RI#WKH#HFRQRP\#WR#EHDU#VXFK#D#
EXUGHQ#LV#QRW#NQRZQ/#RQH#FDQ#GHWHUPLQH#WKH#UHODWLYH#LQFUHDVH#RU#GHFUHDVH#
RYHU#WLPH1

________________________

41##*'3#LQIRUPDWLRQ#SURYLGHG#E\#11%1#'HSDUWPHQW#RI#)LQDQFH1
51##,QGLFDWRUV#RI#*RYHUQPHQW#)LQDQFLDO#&RQGLWLRQ/#4<<:#SXEOLVKHG#E\#WKH#&DQDGLDQ#,QVWLWXWH#RI#&KDUWHUHG#$FFRXQWDQWV1
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7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV &KDSWHU#5
2.22 ([KLELW#516#VKRZV#WKH#H[WHQW#WR#ZKLFK#WKH#3URYLQFH#KDV#UHPRYHG#
GROODUV#IURP#WKH#SURYLQFLDO#HFRQRP\#WKURXJK#WD[HV#DQG#XVHU#IHHV2OLFHQVHV#
GXULQJ#WKH#ODVW#QLQH#\HDUV1#7KLV#H[KLELW#VKRZV#WKDW#WKH#GROODUV#H[WUDFWHG#
E\#WKH#3URYLQFH#IURP#WKH#1HZ#%UXQVZLFN#HFRQRP\#DV#D#SHUFHQW#RI#*'3#
JUDGXDOO\#GHFUHDVHG#+IDYRXUDEOH,#LQ#WKLV#WLPH#IUDPH1#7KLV#LQGLFDWHV#DQ#
LQFUHDVH#LQ#IOH[LELOLW\1

Exhibit 2.3
Own soXUFH#UHYHQXH#DV#D#SHUFHQWDJH#RI#*'34#IRU#WKH#ODVW#QLQH#\HDUV

2.23 7KH#ODUJH#UHGXFWLRQ#LQ#RZQ0VRXUFH#UHYHQXH#LQ#4<<<#ZDV#GXH#WR#D#
'783#PLOOLRQ#RQH0WLPH#ZULWH0GRZQ#LQ#WKH#3URYLQFH·V#LQYHVWPHQW#LQ#WKH#
1HZ#%UXQVZLFN#3RZHU#&RUSRUDWLRQ1

&RVW#RI#VHUYLFLQJ#WKH#SXEOLF#
GHEW#DV#D#SHUFHQWDJH#RI#WRWDO#
UHYHQXH#+RU#´LQWHUHVW0ELWHµ,#DV#
D#PHDVXUH#RI#IOH[LELOLW\

2.24 2QH#RI#WKH#PRVW#SXEOLFL]HG#IDFWRUV#ZKLFK#DIIHFWV#WKH#IOH[LELOLW\#RI#
JRYHUQPHQWV#LV#WKH#FRVW#RI#VHUYLFLQJ#WKH#SXEOLF#GHEW1#

2.25 7KH#FRVW#RI#VHUYLFLQJ#WKH#SXEOLF#GHEW#LV#FRPSULVHG#PDLQO\#RI#
LQWHUHVW#RQ#WKH#IXQGHG#GHEW#RI#WKH#3URYLQFH1#,W#DOVR#LQFOXGHV#IRUHLJQ#
H[FKDQJH#SDLG#RQ#LQWHUHVW#DQG#PDWXULWLHV#GXULQJ#WKH#\HDU/#WKH#
DPRUWL]DWLRQ#RI#IRUHLJQ#H[FKDQJH#JDLQV#DQG#ORVVHV/#DQG#WKH#DPRUWL]DWLRQ#
RI#GLVFRXQWV#DQG#SUHPLXPV#ZKLFK#ZHUH#LQFXUUHG#RQ#WKH#LVVXDQFH#RI#
SURYLQFLDO#GHEW1#,W#GRHV#QRW#LQFOXGH#SULQFLSDO#UHSD\PHQWV#RQ#WKH#IXQGHG#
GHEW#RI#WKH#3URYLQFH1

2.26 ([KLELW#517#VKRZV#GHEW#VHUYLFLQJ#FRVWV#DV#FRPSDUHG#WR#WRWDO#
SURYLQFLDO#UHYHQXH#IRU#WKH#ODVW#QLQH#\HDUV1

41 *'3#LQIRUPDWLRQ#SURYLGHG#E\#11#%1#'HSDUWPHQW#RI#)LQDQFH1

3,181.42,329.4 2,976.6 3,040.22,803.32,506.0 2,674.0 2,949.7 2,786.2
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&KDSWHU#5 7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV
2.27 7KLV#H[KLELW#VKRZV#WKH#FRVW#RI#VHUYLFLQJ#WKH#SXEOLF#GHEW#LQFUHDVHG#
LQ#5335#RYHU#5334#E\#'4718#PLOOLRQ#WR#'9841;#PLOOLRQ1#,W#DOVR#VKRZV#WKDW#
WKH#3URYLQFH#KDV#GHFUHDVHG#LWV#RYHUDOO#´LQWHUHVW0ELWHµ#SHUFHQWDJH#IURP#LWV#
5334#OHYHO#RI#4615(#WR#LWV#FXUUHQW#OHYHO#RI#4518(1#7KLV#OHYHO#KDV#
GHFOLQHG#IURP#WKH#SHDN#RI#4813(#LQ#4<<81#7KH#H[KLELW#LQGLFDWHV#WKDW/#RQ#
D#SHUFHQWDJH#EDVLV/#WKH#3URYLQFH#KDV#PRUH#RI#LWV#WRWDO#UHYHQXHV#DYDLODEOH#
IRU#FXUUHQW#QHHGV#WRGD\#WKDQ#LW#GLG#QLQH#\HDUV#DJR1

Exhibit 2.4
&RVW#RI#VHUYLFLQJ#WKH#SXEOLF#GHEW#DV#D#SHUFHQWDJH#RI#WRWDO#UHYHQXH#IRU#WKH#ODVW#QLQH#\HDUV

9XOQHUDELOLW\ 2.28 9XOQHUDELOLW\#LV#WKH#GHJUHH#WR#ZKLFK#D#JRYHUQPHQW#EHFRPHV#
GHSHQGHQW#RQ/#DQG#WKHUHIRUH#YXOQHUDEOH#WR/#VRXUFHV#RI#IXQGLQJ#RXWVLGH#LWV#
FRQWURO#RU#LQIOXHQFH/#ERWK#GRPHVWLF#DQG#LQWHUQDWLRQDO14

2.29 )XQGLQJ#IRU#SURJUDPV#DQG#VHUYLFHV#FDQ#RQO\#FRPH#IURP#WZR#
VRXUFHV=#UHYHQXH#RU#ERUURZLQJ1

)HGHUDO#JRYHUQPHQW#WUDQVIHUV#
DV#D#SHUFHQWDJH#RI#WRWDO#
UHYHQXH#DV#D#PHDVXUH#RI#
YXOQHUDELOLW\

2.30 ,Q#5335/#6<(#RI#WKH#3URYLQFH·V#WRWDO#UHYHQXH#FDPH#IURP#IHGHUDO#
WUDQVIHUV1#7KLV#LV#VLJQLILFDQW#EHFDXVH#UHYHQXH#IURP#IHGHUDO#VRXUFHV#LV#QRW#
FRQVLGHUHG#WR#EH#DV#FRQWUROODEOH#DV#UHYHQXH#JHQHUDWHG#LQ#WKH#3URYLQFH1

2.31 2ZQ0VRXUFH#UHYHQXH#LV#PRUH#FRQWUROODEOH#EHFDXVH#WKH#
JRYHUQPHQW#FDQ#GLUHFWO\#LPSDFW#WKH#DPRXQW#JHQHUDWHG#XVLQJ#WD[#
OHJLVODWLRQ#DV#ZHOO#DV#LPSOHPHQWDWLRQ#RU#DGMXVWPHQW#RI#XVHU0IHHV2

5,216.74,802.94,451.0 4,835.14,438.74,470.54,426.24,297.64,024.4

651.8637.3610.7616.4574.2595.0585.1 644.6 564.4
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41 #,QGLFDWRUV#RI#*RYHUQPHQW#)LQDQFLDO#&RQGLWLRQ/#4<<:#SXEOLVKHG#E\#WKH#&DQDGLDQ#
,QVWLWXWH#RI#&KDUWHUHG#$FFRXQWDQWV1
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7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV &KDSWHU#5
OLFHQVLQJ#UDWHV1#)HGHUDO#WUDQVIHUV#DUH#VXEMHFW#WR#YHU\#GLIIHUHQW#YDULDEOHV#0#
IHZ#RI#ZKLFK#DUH#XQGHU#WKH#MXULVGLFWLRQ#RI#WKH#SURYLQFLDO#JRYHUQPHQW1#
)HGHUDO#ILVFDO#SROLF\#GHFLVLRQV#FDQ#VHYHUHO\#LPSDFW#SURYLQFLDO#
JRYHUQPHQWV#E\#GHWHUPLQLQJ#WKH#DPRXQW#DQG#WLPLQJ#RI#IXWXUH#WUDQVIHUV1

Exhibit 2.5
)HGHUDO#JRYHUQPHQW#WUDQVIHUV#DV#D#SHUFHQWDJH#RI#WRWDO#UHYHQXH#IRU#WKH#ODVW#QLQH#\HDUV

2.32 ,QFUHDVLQJ#1HZ#%UXQVZLFN·V#UHOLDQFH#RQ#IHGHUDO#WUDQVIHUV#ZLOO#
OHDYH#WKH#3URYLQFH#PRUH#YXOQHUDEOH#WR#YDULDEOHV#RXWVLGH#RI#LWV#RZQ#
FRQWURO1#([KLELW#518#GHWDLOV#WKH#3URYLQFH·V#UHOLDQFH#RQ#IHGHUDO#WUDQVIHUV#
RYHU#WKH#ODVW#QLQH#\HDUV1

2.33 7KLV#H[KLELW#GHPRQVWUDWHV#WKDW#DSSUR[LPDWHO\#6<#FHQWV#RI#HDFK#
GROODU#RI#UHYHQXH#UHFHLYHG#E\#WKH#3URYLQFH#FRPHV#IURP#WKH#IHGHUDO#
JRYHUQPHQW1#7KRXJK#D#VLJQLILFDQW#IOXFWXDWLRQ#RFFXUUHG#LQ#4<<</#WKH#
WUHQG#KDV#EHHQ#JHQHUDOO\#VWDEOH1#:H#QRWH/#KRZHYHU/#WKDW#IHGHUDO#UHYHQXH#
DV#D#SHUFHQWDJH#RI#WRWDO#UHYHQXH#LQ#5335#LV#WKH#VHFRQG#KLJKHVW#SHUFHQWDJH#
LQ#WKH#ODVW#QLQH#\HDUV1#,Q#4<<:#WKH#SURYLQFH·V#SRVLWLRQ#ZDV#PRUH#
IDYRXUDEOH#DW#67#SHUFHQW1

5,216.74,835.14,802.94,451.04,297.6 4,470.54,024.4 4,426.2 4,438.7

2,035.31,794.81,826.31,520.81,623.01,626.01,516.9 2,121.71,652.6
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&KDSWHU#5 7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV
)RUHLJQ#FXUUHQF\#GHEW#DV#D#
SHUFHQWDJH#RI#WRWDO#GHEW#IRU#
SURYLQFLDO#SXUSRVHV#DV#D#
PHDVXUH#RI#YXOQHUDELOLW\

2.34 :KHQ#ERUURZLQJ#LV#UHTXLUHG/#WKHUH#DUH#FKRLFHV#WR#EH#PDGH#E\#WKH#
3URYLQFH1#)RU#LQVWDQFH/#LI#WKH#3URYLQFH#FKRRVHV#WR#LVVXH#LWV#GHEW#LQ#D#
IRUHLJQ#FXUUHQF\#LQVWHDG#RI#&DQDGLDQ#GROODUV/#WKH#3URYLQFH#ZLOO#DVVXPH#
WKH#ULVN#RI#IRUHLJQ#H[FKDQJH#IOXFWXDWLRQV1#6XFK#IOXFWXDWLRQV#FDQ#LQFUHDVH#
RU#GHFUHDVH#WKH#DPRXQW#XOWLPDWHO\#SD\DEOH#LQ#&DQDGLDQ#GROODUV#IRU#
LQWHUHVW/#DQG#ODWHU/#UHGHPSWLRQ#RI#IRUHLJQ#FXUUHQF\#GHEW1

Exhibit 2.6
([SRVXUH#WR#IRUHLJQ#FXUUHQF\#ULVN#IRU#WKH#ODVW#QLQH#\HDUV

2.35 ([KLELW#519#VKRZV#WKH#UHODWLRQVKLS#RI#IRUHLJQ#FXUUHQF\#GHEW#WR#
WRWDO#GHEW#IRU#SURYLQFLDO#SXUSRVHV#RYHU#WKH#ODVW#QLQH#\HDUV1#7KH#3URYLQFH#
KDV#VHYHUDO#DOWHUQDWLYHV#WR#UHGXFH#+KHGJH,#WKH#ULVN#DVVRFLDWHG#ZLWK#GHEW#
UHSD\DEOH#LQ#IRUHLJQ#FXUUHQFLHV=

• SXUFKDVLQJ#DVVHWV#GHQRPLQDWHG#LQ#IRUHLJQ#FXUUHQFLHV#IRU#WKH#
3URYLQFH·V#VLQNLQJ#IXQG>

• HQWHULQJ#LQWR#GHEW#VZDS#DJUHHPHQWV#ZKLFK#DOORZV#UHSD\PHQW#RI#WKH#
GHEW#LQ#&DQDGLDQ#GROODUV>#DQG#

• HQWHULQJ#LQWR#IRUZDUG#FRQWUDFWV#+ZKLFK#DOORZ#WKH#3URYLQFH#WR#
SXUFKDVH#IRUHLJQ#FXUUHQF\#DW#D#VWLSXODWHG#SULFH#RQ#D#VSHFLILHG#IXWXUH#
GDWH,1

8,432.68,141.07,864.07,475.16,881.1 6,940.0 6,789.2 6,979.56,360.9

1,318.51,360.71,416.91,498.71,406.41,463.91,662.41,836.01,470.1
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7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV &KDSWHU#5
2.36 7KH#H[KLELW#UHIOHFWV#WKH#3URYLQFH·V#H[SRVXUH#WR#IRUHLJQ#FXUUHQF\#
ULVN#DIWHU#HOLPLQDWLQJ#WKH#HIIHFW#RI#KHGJHV#DJDLQVW#IRUHLJQ#FXUUHQF\#
IOXFWXDWLRQV1

2.37 7KH#DERYH#H[KLELW#GHPRQVWUDWHV#WKDW#WKH#3URYLQFH·V#YXOQHUDELOLW\#
WR#IRUHLJQ#FXUUHQF\#ULVN#KDV#H[SHULHQFHG#FRQWLQXRXV#GHFOLQH#+IDYRXUDEOH,#
VLQFH#LWV#4<<8#SHDN#RI#591:(#WR#WKH#5335#OHYHO#RI#4819(1

6XPPDU\ 2.38 ,Q#JHQHUDO/#RYHU#WKH#ODVW#QLQH#\HDUV/#WKH#LQGLFDWRUV#RI#
VXVWDLQDELOLW\/#IOH[LELOLW\#DQG#YXOQHUDELOLW\#VKRZ#WKDW#WKH#3URYLQFH#RI#
1HZ#%UXQVZLFN·V#ILQDQFLDO#FRQGLWLRQ#KDV#LPSURYHG1#7KH#RQO\#H[FHSWLRQ#
WR#WKLV#WUHQG#LV#WKH#SHUFHQWDJH#RI#WRWDO#UHYHQXH#UHFHLYHG#IURP#IHGHUDO#
JRYHUQPHQW#WUDQVIHUV/#ZKLFK#KDV#UHPDLQHG#UHODWLYHO\#VWDEOH#RYHU#WKH#ODVW#
QLQH#\HDUV1

)LQDQFLDO#VWDWHPHQW#
GLVFXVVLRQ#DQG#DQDO\VLV

2.39 ,Q#WKH#SULYDWH#VHFWRU/#LW#LV#FRPPRQ#WR#VHH#PDQDJHPHQW#GLVFXVVLRQ#
DQG#DQDO\VLV#RI#ILQDQFLDO#UHVXOWV#LQFOXGHG#LQ#DQ#DQQXDO#UHSRUW#WR#WKH#
VWDNHKROGHUV#RI#D#FRPSDQ\1#7KLV#LQIRUPDWLRQ#LV#SURYLGHG#WR#KHOS#UHDGHUV#
XQGHUVWDQG#WKH#HQWLW\·V#ILQDQFLDO#SRVLWLRQ#DQG#UHVXOWV#RI#RSHUDWLRQV1#,W#FDQ#
KHOS#H[SODLQ#QRW#RQO\#ZKDW#KDSSHQHG/#EXW#DOVR#ZK\#LW#KDSSHQHG#DQG#ZKDW#
WKH#IXWXUH#LPSOLFDWLRQV#DUH1#7KLV#W\SH#RI#QDUUDWLYH#VXSSOHPHQWV#WKH#
ILQDQFLDO#VWDWHPHQWV#DQG#KHOSV#WR#LQWHUSUHW#WKHP#IRU#WKH#UHDGHU1

2.40 ,Q#RXU#RSLQLRQ/#JRYHUQPHQWV#VKRXOG#LQFOXGH#WKLV#W\SH#RI#
LQIRUPDWLRQ#LQ#WKHLU#DQQXDO#ILQDQFLDO#UHSRUWV1#6XSSOHPHQWDU\#GLVFXVVLRQ#
DQG#DQDO\VLV#ZRXOG#SURYLGH#UHDGHUV#ZLWK#D#EHWWHU#XQGHUVWDQGLQJ#RI#
JRYHUQPHQW#ILQDQFLDO#VWDWHPHQWV/#DQG#JRYHUQPHQW#ILQDQFLDO#FRQGLWLRQ1#

2.41 7KH#UHVSRQVLELOLW\#IRU#SURYLGLQJ#WKLV#VXSSOHPHQWDU\#LQIRUPDWLRQ#
UHVWV#ZLWK#WKH#SUHSDUHUV#RI#WKH#ILQDQFLDO#VWDWHPHQWV/#QRW#WKH#DXGLWRU1#7KH#
VXJJHVWLRQV#DQG#H[DPSOHV#ZH#DUH#SURYLGLQJ#LQ#WKLV#VHFWLRQ#RI#WKH#FKDSWHU#
DUH#WR#LOOXVWUDWH#WKH#W\SH#RI#LQIRUPDWLRQ#ZH#IHHO#WKH#JRYHUQPHQW#VKRXOG#EH#
SURYLGLQJ#LQ#LWV#DQQXDO#ILQDQFLDO#UHSRUWV1#,W#LV#QRW#RXU#LQWHQWLRQ#WR#XVXUS#
JRYHUQPHQW·V#UROH#LQ#WKLV#UHJDUG>#JRYHUQPHQW#EHVW#XQGHUVWDQGV/#DQG#FDQ#
EHVW#H[SODLQ/#LWV#ILQDQFLDO#UHVXOWV1

,QIRUPDWLRQ#SURYLGHG#QRZ 2.42 :H#KDYH#EHHQ#HQFRXUDJHG#WR#VHH#WKH#JRYHUQPHQW#LQFOXGH/#LQ#
9ROXPH#4#RI#WKH#3XEOLF#$FFRXQWV/#ZKDW#LW#FDOOV#D#´PDMRU#YDULDQFH#
DQDO\VLV1µ#7KLV#LV#D#XVHIXO#VXSSOHPHQW#WR#WKH#3URYLQFH·V#ILQDQFLDO#
VWDWHPHQWV/#DQG#D#JRRG#ILUVW#VWHS#WRZDUGV#D#GLVFXVVLRQ#DQG#DQDO\VLV#RI#WKH#
ILQDQFLDO#UHVXOWV1#+RZHYHU/#DV#ZH#ZLOO#GLVFXVV/#WKH#FXUUHQW#PDMRU#
YDULDQFH#DQDO\VLV#KDV#VRPH#GHILFLHQFLHV/#LQ#WKDW#LW#SURYLGHV#OLWWOH#LQ#WKH#
ZD\#RI#H[SODQDWLRQV#RI#WKH#UHVXOWV/#QRU#GRHV#LW#H[DPLQH#WUHQGV#RU#
LPSOLFDWLRQV1#,Q#WKH#SDUDJUDSKV#WKDW#IROORZ/#ZH#SURYLGH#VRPH#
VXJJHVWLRQV#IRU#WKH#LQIRUPDWLRQ#WKDW#JRYHUQPHQW#FRXOG#SURYLGH#WR#WKH#
UHDGHUV#RI#LWV#DQQXDO#ILQDQFLDO#UHSRUWV1
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&KDSWHU#5 7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV
,QIRUPDWLRQ#WKDW#FRXOG#EH#
SURYLGHG

)LQDQFLDO#VWDWHPHQW#KLJKOLJKWV

2.43 ,W#ZRXOG#EH#XVHIXO#WR#SURYLGH#D#QDUUDWLYH#RYHUYLHZ#RI#WKH#SULPDU\#
ILQDQFLDO#VWDWHPHQWV#SURYLGHG#E\#WKH#JRYHUQPHQW/#DQG#D#EULHI#H[SODQDWLRQ#
RI#WKH#PHVVDJH#WKDW#HDFK#ILQDQFLDO#VWDWHPHQW#FRQYH\V1#7KH#QDUUDWLYH#
FRXOG#DOVR#SURYLGH#D#EULHI/#FRQFLVH#GHVFULSWLRQ#DQG#H[SODQDWLRQ#RI#WKH#
VLJQLILFDQW#HYHQWV#DQG#FRQGLWLRQV#WKDW#VKDSHG#WKH#LQIRUPDWLRQ#SUHVHQWHG#
LQ#WKH#ILQDQFLDO#VWDWHPHQWV1#)RU#H[DPSOH/#LW#FRXOG#GHVFULEH#DQ\#PDMRU#
FKDQJHV#WKDW#RFFXUUHG#GXULQJ#WKH#\HDU/#PDMRU#XQSODQQHG#HYHQWV#DQG#DQ\#
VLJQLILFDQW#DPRXQWV#LQFOXGHG#LQ#WKH#ILQDQFLDO#VWDWHPHQWV1#7KH#FKDQJH#LQ#
DFFRXQWLQJ#SROLF\#DW#1%#3RZHU#UHODWLQJ#WR#IRUHLJQ#FXUUHQF\#WUDQVODWLRQ/#
WKDW#FDXVHG#DQ#LQFUHDVH#LQ#WKH#3URYLQFH·V#RSHQLQJ#QHW#GHEW#RI#'4:5#
PLOOLRQ/#LV#DQ#H[DPSOH#RI#D#PDMRU#FKDQJH#WKDW#KDG#D#VLJQLILFDQW#HIIHFW#RQ#
WKH#5335#ILQDQFLDO#VWDWHPHQWV1

)LQDQFLDO#DQDO\VLV#UHYLHZ

5LVNV#DQG#XQFHUWDLQWLHV

2.44 *RYHUQPHQW#VKRXOG#H[SODLQ#WKH#ULVNV#DQG#XQFHUWDLQWLHV#WKDW#DUH#
LQKHUHQW#LQ#WKH#ILQDQFLDO#VWDWHPHQWV#DV#ZHOO#DV#WKH#ULVN#PDQDJHPHQW#
VWUDWHJLHV#DGRSWHG1#7KLV#W\SH#RI#GLVFXVVLRQ#LV#FRPPRQ#LQ#WKH#PRUH#
LQIRUPDWLYH#DQQXDO#UHSRUWV#LQ#WKH#SULYDWH#VHFWRU1

2.45 2QH#ULVN#DVVRFLDWHG#ZLWK#GHEW#LV#WKDW#IOXFWXDWLRQV#LQ#LQWHUHVW#UDWHV#
FRXOG#VLJQLILFDQWO\#DIIHFW#WKH#ILQDQFLDO#UHVXOWV1#'HEW#LVVXHG#LQ#IRUHLJQ#
FXUUHQFLHV#FDUULHV#DGGLWLRQDO#ULVNV1#7KH#JRYHUQPHQW#PLJKW#FRQVLGHU#
LQFOXGLQJ#LQIRUPDWLRQ#VLPLODU#WR#WKDW#SURYLGHG#HDUOLHU#LQ#WKLV#FKDSWHU#LQ#
([KLELW#519/#VKRZLQJ#LWV#H[SRVXUH#WR#IRUHLJQ#FXUUHQF\#ULVN/#ZLWK#D#EULHI#
H[SODQDWLRQ#RI#LWV#VWUDWHJ\#WR#PLQLPL]H#WKLV#ULVN1

2.46 *RYHUQPHQW#FRXOG#GLVFXVV#WKH#LPSUHFLVLRQ#LQ#WKH#ILQDQFLDO#
VWDWHPHQWV#GXH#WR#WKH#XVH#RI#HVWLPDWHV1#6LJQLILFDQW#OLDELOLWLHV#LQ#WKH#
ILQDQFLDO#VWDWHPHQWV#DUH#FDOFXODWHG#XVLQJ#SURMHFWLRQV#DQG#DVVXPSWLRQV1#
7KH#EHVW#H[DPSOH#RI#WKLV#LV#WKH#3URYLQFH·V#SHQVLRQ#OLDELOLW\1#5HODWLYHO\#
VPDOO#FKDQJHV#LQ#WKHVH#DVVXPSWLRQV#FDQ#FDXVH#VLJQLILFDQW#FKDQJHV#LQ#WKH#
ILQDQFLDO#UHVXOWV1

2.47 2QH#DUHD#RI#YXOQHUDELOLW\#LV#WKH#JRYHUQPHQW·V#GHSHQGHQFH#RQ#
IHGHUDO#JRYHUQPHQW#WUDQVIHU#SD\PHQWV1#7KH#JRYHUQPHQW#FRXOG#FRQVLGHU#
LQFOXGLQJ#LQIRUPDWLRQ#VLPLODU#WR#WKDW#SURYLGHG#HDUOLHU#LQ#WKLV#FKDSWHU#LQ#
([KLELW#518/#VKRZLQJ#WKH#WUHQG#RI#IHGHUDO#JRYHUQPHQW#WUDQVIHUV#DV#D#
SHUFHQWDJH#RI#WRWDO#UHYHQXH1

9DULDQFH#DQDO\VLV 2.48 $V#VWDWHG#HDUOLHU/#WKH#JRYHUQPHQW#QRZ#SURYLGHV/#DV#SDUW#RI#
9ROXPH#4#RI#WKH#3XEOLF#$FFRXQWV/#D#PDMRU#YDULDQFH#DQDO\VLV1#:H#DUH#
SOHDVHG#WR#VHH#WKLV1#+RZHYHU/#ZH#IHHO#WKDW#WKH#FXUUHQW#DQDO\VLV#OHDYHV#
VRPH#URRP#IRU#LPSURYHPHQW1#)RU#H[DPSOH/#LW#GHDOV#VROHO\#ZLWK#UHYHQXHV#
DQG#H[SHQGLWXUHV/#RPLWWLQJ#DQ\#GLVFXVVLRQ#RI#RWKHU#FKDQJHV#LQ#WKH#
ILQDQFLDO#VWDWHPHQWV1#$QG#LW#PDNHV#QR#PHQWLRQ#RI#WKH#VXUSOXV#IRU#WKH#
\HDU1

2.49 )XUWKHU/#ZH#ILQG#VRPH#RI#WKH#LQIRUPDWLRQ#XQKHOSIXO1#,W#DQVZHUV#
WKH#´ZKDWµ#TXHVWLRQ/#EXW#SURYLGHV#OLWWOH#LQVLJKW#LQWR#´ZK\1µ#)RU#
H[DPSOH/#ZK\#ZHUH#SURSHUW\#WD[#UHYHQXHV#'4919#PLOOLRQ#KLJKHU#WKDQ#
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7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV &KDSWHU#5
EXGJHW"#:DV#LW#EHFDXVH#RI#LQFUHDVHV#LQ#WD[#UDWHV/#LQFUHDVHV#LQ#SURSHUW\#
YDOXHV#RU#DQ#LQFUHDVH#LQ#WKH#QXPEHU#RI#SURSHUWLHV"#:KDW#ZDV#WKH#UHDVRQ#
IRU#1%#3RZHU#LQFRPH#EHLQJ#'43#PLOOLRQ#EHORZ#EXGJHW"#+RZ#PXFK#ZDV#
LQYHVWHG#LQ#WKH#8QLYHUVLW\#,QIUDVWUXFWXUH#7UXVW"#:K\#ZDV#WKHUH#D#ORZHU#
WKDQ#DQWLFLSDWHG#JURZWK#LQ#WKH#ORQJ#WHUP#FDUH#SURJUDP#LQ#)DPLO\#DQG#
&RPPXQLW\#6HUYLFHV"#'LVFXVVLRQ#RI#VRPH#RU#DOO#RI#WKHVH#LVVXHV/#ZKLFK#
QHHG#QRW#EH#H[WHQVLYH/#ZRXOG#KHOS#D#UHDGHU#WR#XQGHUVWDQG#JRYHUQPHQW#
ILQDQFHV#DQG#WKH#FRPSHWLQJ#SUHVVXUHV#JRYHUQPHQWV#PXVW#IDFH#ZKLOH#
WU\LQJ#WR#EDODQFH#UHYHQXHV#DQG#H[SHQGLWXUHV1

$VVHVVPHQW#RI#WUHQGV 2.50 $QRWKHU#ZD\#WR#SURYLGH#D#UHDGHU#ZLWK#D#EHWWHU#XQGHUVWDQGLQJ#RI#
JRYHUQPHQW#ILQDQFHV#LV#WR#ORRN#DW#WUHQGV#LQ#NH\#ILQDQFLDO#VWDWHPHQW#
QXPEHUV1#$UH#UHYHQXHV#IURP#D#SDUWLFXODU#VRXUFH#LQFUHDVLQJ#RU#
GHFUHDVLQJ"#$UH#H[SHQGLWXUHV#RQ#VRPH#SURJUDPV#GHFUHDVLQJ#LQ#RUGHU#WR#
SURYLGH#DGGLWLRQDO#IXQGV#QHHGHG#HOVHZKHUH"#,V#JRYHUQPHQW#LQFUHDVLQJ#RU#
UHGXFLQJ#LWV#LQYHVWPHQW#LQ#LQIUDVWUXFWXUH"#6RPH#RU#DOO#RI#WKHVH#TXHVWLRQV#
FDQ#EH#DQVZHUHG#WKURXJK#WKH#XVH#RI#FKDUWV#DQG#JUDSKV1

Exhibit 2.7
7UHQGV#LQ#PDLQ#VRXUFHV#RI#UHYHQXH

2.51 )RU#H[DPSOH/#([KLELW#51:#VKRZV#WKH#WUHQGV#LQ#WKH#PDLQ#VRXUFHV#
RI#UHYHQXH#IRU#WKH#ODVW#ILYH#\HDUV1#$OWKRXJK#WKH#WRWDO#GROODUV#UHFHLYHG#
KDYH#LQFUHDVHG#RYHU#WKLV#SHULRG/#WKH#UHODWLRQVKLS#EHWZHHQ#WKH#GLIIHUHQW#
W\SHV#RI#UHYHQXH#KDV#UHPDLQHG#UHODWLYHO\#VWDEOH1#([KLELW#518#SUHVHQWHG#
HDUOLHU#LQ#WKLV#FKDSWHU#VKRZV#WKDW#IHGHUDO#JRYHUQPHQW#WUDQVIHUV#DV#D#
SHUFHQWDJH#RI#WRWDO#UHYHQXH#KDYH#QRW#FKDQJHG#VLJQLILFDQWO\#LQ#WKH#ODVW#

913.7

2,035.3

1,092.1

889.6

1,091.9

1,794.8

824.1

1,045.2

1,826.3

814.0

899.6

2,121.7

792.5

1,021.1

1,652.6

- 500.0 1,000.0 1,500.0 2,000.0 2,500.0

Taxes on Consumption

Income Taxes

Federal Government

Millions of dollars

1998

1998

1998

1999

1999

1999

2000

2000

2000

2001

2001

2001

2002

2002

2002
24 Report of the Auditor General - 2002



&KDSWHU#5 7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV
QLQH#\HDUV1#7KLV#LQIRUPDWLRQ#FRXOG#EH#SURGXFHG#DV#SDUW#RI#WKH#
JRYHUQPHQW·V#ILQDQFLDO#UHSRUW#WR#1HZ#%UXQVZLFNHUV1

2.52 $VVHVVLQJ#WUHQGV#LQ#H[SHQGLWXUHV#LV#GLIILFXOW#EHFDXVH#SHULRGLF#
JRYHUQPHQW#UHRUJDQL]DWLRQV#UHVXOW#LQ#SURJUDPV#WUDQVIHUULQJ#EHWZHHQ#
GHSDUWPHQWV/#DQG#GHSDUWPHQWV#EHLQJ#FUHDWHG#DQG#HOLPLQDWHG1#,Q#
SDUWLFXODU/#D#PDMRU#UHRUJDQL]DWLRQ#LQ#5333#PHDQW#WKDW#PHDQLQJIXO#
FRPSDULVRQV#FRXOG#QRW#EH#PDGH#ZLWK#SULRU#\HDUV1#([KLELW#51;#VKRZV#
WUHQGV#LQ#PDMRU#W\SHV#RI#H[SHQGLWXUHV#IRU#WKH#ODVW#WKUHH#\HDUV1#6SHQGLQJ#
RQ#KHDOWK#DQG#HGXFDWLRQ#FRQWLQXHV#WR#LQFUHDVH/#DQG#QRZ#DFFRXQWV#IRU#
DOPRVW#KDOI#RI#DOO#JRYHUQPHQW#VSHQGLQJ1#2IIVHWWLQJ#WKLV/#WKH#GROODUV#VSHQW#
RQ#HFRQRPLF#GHYHORSPHQW/#QDWXUDO#UHVRXUFHV#DQG#WUDQVSRUWDWLRQ#KDYH#
UHGXFHG#LQ#DEVROXWH#WHUPV#RYHU#WKLV#WKUHH0\HDU#SHULRG1

Exhibit 2.8
7UHQGV#LQ#PDMRU#IXQFWLRQV#RI#H[SHQGLWXUHV

2.53 ([KLELW#51<#VKRZV#WRWDO#UHYHQXHV#DQG#H[SHQGLWXUHV#UHFRUGHG#LQ#
WKH#JRYHUQPHQW#ILQDQFLDO#VWDWHPHQWV#IRU#WKH#ODVW#QLQH#\HDUV1#2YHU#WKDW#
SHULRG/#UHYHQXHV#KDYH#LQFUHDVHG#E\#5<19(#DQG#H[SHQGLWXUHV#E\#4;15(1

2.54 ,QIRUPDWLRQ#RQ#D#JRYHUQPHQW·V#WDQJLEOH#FDSLWDO#DVVHWV#LV#XVHIXO#LQ#
DVVHVVLQJ#D#JRYHUQPHQW·V#ILQDQFLDO#FRQGLWLRQ#DQG#IXWXUH#VHUYLFH#
SRWHQWLDO1#7KH#3URYLQFH·V#ILQDQFLDO#VWDWHPHQWV#DW#SUHVHQW#SURYLGH#OLWWOH#
LQIRUPDWLRQ#WR#KHOS#UHDGHUV#XQGHUVWDQG#WKH#PDJQLWXGH#RI#WKH#
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7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV &KDSWHU#5
JRYHUQPHQW·V#LQYHVWPHQW#LQ#LQIUDVWUXFWXUH#DQG#RWKHU#QRQ0ILQDQFLDO#DVVHWV1#
1RU#GR#WKH\#LQGLFDWH#WR#ZKDW#H[WHQW#WKH#JRYHUQPHQW#LV#PDLQWDLQLQJ#LWV#
VWRFN#RI#WDQJLEOH#FDSLWDO#DVVHWV/#WKURXJK#WLPHO\#UHSODFHPHQW#DQG#DGHTXDWH#
UHSDLUV#DQG#PDLQWHQDQFH1#:H#DUH#HQFRXUDJLQJ#JRYHUQPHQW#WR#SURYLGH#
PRUH#LQIRUPDWLRQ#LQ#WKLV#DUHD/#DV#PDQ\#MXULVGLFWLRQV#DUH#QRZ#GRLQJ1#%XW#
WKHUH#ZLOO#VWLOO#EH#D#QHHG#WR#SURYLGH#DQ#LQWHUSUHWDWLRQ#RI#WKH#LQIRUPDWLRQ#
LQFOXGHG#LQ#WKH#ILQDQFLDO#VWDWHPHQWV#WKHPVHOYHV1#,VVXHV#WKDW#WKH#
JRYHUQPHQW#FRXOG#DGGUHVV#LQFOXGH#WKH#WRWDO#VSHQGLQJ#RQ#FDSLWDO#DVVHWV#
RYHU#D#SHULRG/#DQG#IXWXUH#H[SHQGLWXUH#UHTXLUHPHQWV#IRU#PDLQWHQDQFH#DQG#
UHSODFHPHQW1

Exhibit 2.9
5HYHQXHV#DQG#H[SHQGLWXUHV

2.55 7KHUH#DUH#RWKHU#DUHDV#WKDW#PLJKW#ZDUUDQW#GLVFXVVLRQ#DQG#DQDO\VLV1#
7KH#LQFUHDVH#RU#GHFUHDVH#LQ#QHW#GHEW#LV#DQ#LPSRUWDQW#LQGLFDWRU#RI#D#
JRYHUQPHQW·V#ILQDQFLDO#FRQGLWLRQ1#([KLELW#514#ORRNV#DW#QHW#GHEW#DV#D#
SHUFHQWDJH#RI#*'3#IRU#WKH#ODVW#QLQH#\HDUV1#7KH#WUHQG#LV#HQFRXUDJLQJ1#
&KDQJHV#LQ#ELJ#WLFNHW#LWHPV#OLNH#WKH#XQIXQGHG#SHQVLRQ#OLDELOLW\#LQGLFDWH#
JRYHUQPHQW·V#DELOLW\#WR#FRSH#ZLWK#IXWXUH#GHPDQGV#RQ#LWV#ILQDQFLDO#
UHVRXUFHV1#7KLV#LV#DQRWKHU#SRVLWLYH#VWRU\#WKH#JRYHUQPHQW#LV#DEOH#WR#WHOO1#
7KH#SHQVLRQ#OLDELOLW\#UHFRUGHG#LQ#WKH#ILQDQFLDO#VWDWHPHQWV#KDV#UHGXFHG#
IURP#'4139#ELOOLRQ#LQ#4<<;#WR#'6:519#PLOOLRQ#LQ#53351#7KLV#UHIOHFWV#D#
FRQVFLRXV#HIIRUW#RQ#WKH#SDUW#RI#JRYHUQPHQW#WR#HQVXUH#LWV#SHQVLRQ#SODQV#
DUH#IXOO\#IXQGHG#DQG#DEOH#WR#PHHW#WKHLU#FRPPLWPHQWV#IURP#WKHLU#RZQ#
UHVRXUFHV/#SRWHQWLDOO\#UHGXFLQJ#IXWXUH#JRYHUQPHQW#H[SHQGLWXUHV1

2.56 ,QIRUPDWLRQ#VXFK#DV#WKDW#GHVFULEHG#LQ#WKH#SDUDJUDSKV#DERYH#
ZRXOG/#LQ#RXU#RSLQLRQ/#JR#D#ORQJ#ZD\#WRZDUGV#KHOSLQJ#UHDGHUV#
XQGHUVWDQG#WKH#ILQDQFHV#RI#JRYHUQPHQW1#,W#PLJKW#KHOS#H[SODLQ#WKH#
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&KDSWHU#5 7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV
GLIILFXOWLHV#JRYHUQPHQWV#IDFH#LQ#PDNLQJ#UHVRXUFH#DOORFDWLRQ#GHFLVLRQV/#
WKH#FRQVWUDLQWV#XQGHU#ZKLFK#WKH\#RSHUDWH/#DQG#WKH#LPSOLFDWLRQV#RI#WKH#
FKRLFHV#WKH\#KDYH#WR#PDNH1#,W#FRXOG#KLJKOLJKW#WKHLU#VXFFHVVHV/#DQG#
SURYLGH#UHDVRQV#IRU#QHJDWLYH#RXWFRPHV1#:H#HQFRXUDJH#WKH#JRYHUQPHQW#WR#
EXLOG#RQ#DQG#HQKDQFH#WKH#LQIRUPDWLRQ#LW#QRZ#SURYLGHV#WR#1HZ#
%UXQVZLFNHUV/#DQG#WR#LVVXH#D#FRPSUHKHQVLYH#ILQDQFLDO#UHSRUW#GHVFULELQJ#
LWV#ILQDQFLDO#FRQGLWLRQ#LQ#FOHDU/#FRQFLVH#WHUPV#WKDW#FDQ#EH#HDVLO\#
XQGHUVWRRG#E\#D#UHDVRQDEO\#LQIRUPHG#UHDGHU1

)LVFDO#6WDELOL]DWLRQ#
)XQG

2.57 7KH#3URYLQFH#HVWDEOLVKHG#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG#RQ
64#0DUFK#53341#0RUH#SUHFLVHO\/#WKH#$FW#HVWDEOLVKLQJ#WKH#)XQG#ZDV#
DVVHQWHG#WR#RQ#4#-XQH#5334/#EXW#FRQWDLQHG#WKH#FODXVH#´7KLV#$FW#VKDOO#EH#
GHHPHG#WR#KDYH#FRPH#LQWR#IRUFH#RQ#0DUFK#64/#53341µ#7KLV#GDWH#LV#
VLJQLILFDQW/#VLQFH#WKH#3URYLQFH#ZLVKHG#WR#UHIOHFW#D#WUDQVIHU#RI#'433#
PLOOLRQ#RXW#RI#WKH#&RQVROLGDWHG#)XQG#DQG#LQWR#WKH#)LVFDO#6WDELOL]DWLRQ#
)XQG#LQ#WKH#DFFRXQWV#RI#WKH#3URYLQFH#IRU#WKH#\HDU#HQGHG#64#0DUFK#53341

2.58 7KH#SXUSRVH#RI#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG/#DV#VWDWHG#LQ#WKH#
OHJLVODWLRQ/#LV#´WR#DVVLVW#LQ#VWDELOL]LQJ#WKH#ILVFDO#SRVLWLRQ#RI#WKH#3URYLQFH#
RI#1HZ#%UXQVZLFN#IURP#\HDU#WR#\HDU#DQG#WR#LPSURYH#ORQJ#WHUP#ILVFDO#
SODQQLQJ1µ

2.59 $V#VWDWHG#DERYH/#WKH#3URYLQFH#WUDQVIHUUHG#'433#PLOOLRQ#LQWR#WKH#
IXQG#LQ#WKH#\HDU#HQGHG#64#0DUFK#53341#$#IXUWKHU#'433#PLOOLRQ#ZDV#
WUDQVIHUUHG#LQWR#WKH#)XQG#LQ#WKH#\HDU#HQGHG#64#0DUFK#53351

2.60 7KH#H[LVWHQFH#RI#WKH#)XQG#KDV#JHQHUDWHG#D#JUHDW#GHDO#RI#
GLVFXVVLRQ1#,W#LV#QRW#WKH#UROH#RI#WKH#$XGLWRU#*HQHUDO#WR#TXHVWLRQ#SROLF\#
GHFLVLRQV#RI#JRYHUQPHQW1#6XFK#GHFLVLRQV#DUH#IXOO\#GHEDWHG#LQ#WKH#
/HJLVODWLYH#$VVHPEO\/#DQG#UHIOHFW#WKH#ZLVKHV#RI#OHJLVODWRUV1#+RZHYHU/#
ZH#IHHO#ZH#KDYH#D#UROH#WR#SOD\#LQ#FRQWULEXWLQJ#WR#LQIRUPHG#GHEDWH#DERXW#
WZR#DUHDV#ZLWKLQ#RXU#MXULVGLFWLRQ=#DFFRXQWLQJ>#DQG#UHSRUWLQJ#RQ#WKH#
HIIHFWLYHQHVV#RI#SURJUDPV1#6SHFLILFDOO\#ZLWK#UHVSHFW#WR#WKH#)LVFDO#
6WDELOL]DWLRQ#)XQG/#ZH#ZRXOG#OLNH#WR#DGGUHVV#WKH#IROORZLQJ#TXHVWLRQV=

• :KDW#LV#WKH#DIIHFW#RQ#WKH#SURYLQFLDO#ILQDQFLDO#VWDWHPHQWV#RI#WKH#)LVFDO#
6WDELOL]DWLRQ#)XQG"

• +RZ#ZLOO#WKH#)XQG#UHSRUW#RQ#LWV#HIIHFWLYHQHVV"

$FFRXQWLQJ#IRU#WKH#)XQG 2.61 7KH#TXLFN#DQG#HDV\#DQVZHU#WR#WKH#ILUVW#TXHVWLRQ#LV#WKDW#WKH#
H[LVWHQFH#RI#WKH#)XQG#KDV#QR#DIIHFW#DW#DOO#RQ#WKH#ILQDQFLDO#VWDWHPHQWV#RI#
WKH#3URYLQFH1#7KLV#LV#EHFDXVH#WKH#)XQG#LV#SDUW#RI#WKH#JRYHUQPHQW#HQWLW\1#
7KH#&RQVROLGDWHG#)XQG#DQG#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG#DUH#
FRPSRQHQWV#RI#WKH#JRYHUQPHQW#ILQDQFLDO#VWDWHPHQWV1#,Q#HVVHQFH#WKH\#DUH#
VHSDUDWH#SRFNHWV#LQ#WKH#VDPH#JDUPHQW1#,Q#SUHSDULQJ#WKH#SURYLQFLDO#
ILQDQFLDO#VWDWHPHQWV/#HDFK#FRPSRQHQW#LV#LQFOXGHG/#DQG#DQ\#WUDQVDFWLRQV#
EHWZHHQ#WKH#WZR#DUH#HOLPLQDWHG1#)RU#ILQDQFLDO#VWDWHPHQW#SXUSRVHV/#WKH#
)LVFDO#6WDELOL]DWLRQ#)XQG#LV#WUHDWHG#DV#LI#LW#GLG#QRW#H[LVW1
Report of the Auditor General - 2002 27



7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV &KDSWHU#5
2.62 7UDQVIHUV#WR#DQG#IURP#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG#KDYH#QR#
FRQVHTXHQFH#IRU#DFFRXQWLQJ#SXUSRVHV1#7DNLQJ#PRQH\#IURP#RQH#SRFNHW#
DQG#SXWWLQJ#LW#LQWR#DQRWKHU#SRFNHW#LQ#WKH#VDPH#JDUPHQW#GRHV#QRW#LQFUHDVH#
RU#GHFUHDVH#WKH#WRWDO#DPRXQW#DYDLODEOH1#7KDW#LV#ZK\#WKH#SXEOLVKHG#
ILQDQFLDO#VWDWHPHQWV#IRU#WKH#\HDU#HQGHG#64#0DUFK#5334#VKRZHG#D#VXUSOXV#
RI#'4;41;#PLOOLRQ/#DQG#QRW#WKH#ZLGHO\#UHSRUWHG#EXW#LQDFFXUDWH#ILJXUH#RI#
';41;#PLOOLRQ1#6LPLODUO\/#WKH#GHFUHDVH#LQ#QHW#GHEW#IRU#WKH#\HDU#ZDV#
'4;41;#PLOOLRQ1#$QG#WKH#ILQDQFLDO#VWDWHPHQWV#IRU#WKH#\HDU#HQGHG#
64#0DUFK#5335#VKRZ#D#VXUSOXV#RI#'4761;#PLOOLRQ/#DQG#QRW#WKH#ZLGHO\#
UHSRUWHG#EXW#LQDFFXUDWH#ILJXUH#RI#'761;#PLOOLRQ1#1HW#GHEW#IRU#WKH#\HDU#
GHFUHDVHG#E\#'4761;#PLOOLRQ1

2.63 6RPH#FRQIXVLRQ#KDV#QR#GRXEW#DULVHQ#EHFDXVH#RI#D#QRWH#DGGHG#DW#
WKH#IRRW#RI#WKH#3URYLQFH·V#6WDWHPHQW#RI#5HYHQXH#DQG#([SHQGLWXUH#IRU#WKH#
ODVW#WZR#\HDUV1#7KLV#QRWH#UHIHUV#WR#WKH#DOORFDWLRQ#RI#WKH#VXUSOXV#WR#WKH#
)LVFDO#6WDELOL]DWLRQ#)XQG1#7KH#QRWH#LV#FDUHIXOO\#ZRUGHG1#7KH#VXUSOXV#IRU#
DFFRXQWLQJ#SXUSRVHV#GRHV#QRW#FKDQJH#EHFDXVH#WKH#)LVFDO#6WDELOL]DWLRQ#
)XQG#H[LVWV1#:KDW#WKH#3URYLQFH#LV#LQGLFDWLQJ#LV#WKDW#D#SRUWLRQ#RI#WKH#
VXUSOXV#ZLOO#EH#´DOORFDWHG/µ#RU#VHW#DVLGH/#DQG#ZLOO#EH#XVHG#IRU#VSHFLILF#
ILVFDO#SROLF\#SXUSRVHV1

5HSRUWLQJ#RQ#HIIHFWLYHQHVV 2.64 :H#GR#QRW#TXHVWLRQ#WKDW#LW#LV#SUXGHQW#WR#VHW#DVLGH#H[FHVV#IXQGV#WR#
EH#XVHG#ZKHQ#QHHGHG1#0DQ\#KRXVHKROGV#GR#WKLV/#VDYLQJ#IRU#D#PDMRU#
SXUFKDVH1#2QH#PLJKW#TXHVWLRQ#ZKHWKHU#LW#LV#SUXGHQW#WR#ERUURZ#IXQGV#LQ#
RUGHU#WR#SXW#WKHP#DZD\#LQ#D#VDYLQJV#DFFRXQW/#EXW#WKDW#ZRXOG#EH#D#SROLF\#
GHFLVLRQ1#:H#SRLQW#RXW/#KRZHYHU/#WKDW#WKH#3URYLQFH·V#)XQGHG#'HEW#DW
64#0DUFK#5334/#QHW#RI#LQYHVWPHQWV#LQ#LWV#6LQNLQJ#)XQGV/#ZDV#'718#
ELOOLRQ1#$W#64#0DUFK#5335#WKLV#ILJXUH#ZDV#'719#ELOOLRQ1#%DQN#DGYDQFHV#
DQG#VKRUW#WHUP#ERUURZLQJ/#LQ#HIIHFW#WKH#3URYLQFH·V#RYHUGUDIW/#ZHUH#
'7;71;#PLOOLRQ#DW#64#0DUFK#5334/#DQG#'68516#PLOOLRQ#DW#64#0DUFK#53351

2.65 *LYHQ#WKH#VLJQLILFDQW#DPRXQWV#WKH#3URYLQFH#RZHV/#DV#VWDWHG#
DERYH/#LW#LV#GLIILFXOW#WR#LPDJLQH#KRZ#WKH#DPRXQWV#DFFXPXODWLQJ#LQ#WKH#
)LVFDO#6WDELOL]DWLRQ#)XQG#ZLOO#EH#DEOH#WR#´VWDELOL]H#WKH#ILVFDO#SRVLWLRQ#RI#
WKH#3URYLQFH#IURP#\HDU#WR#\HDU1µ#0RUHRYHU/#ZH#DUH#XQFHUWDLQ#DV#WR#KRZ#
D#WUDQVIHU#IURP#RQH#SURYLQFLDO#´SRFNHWµ#WR#DQRWKHU#FDQ#DFKLHYH#WKDW#
REMHFWLYH1#7UDQVIHUULQJ#PRQH\#LQWR#RU#RXW#RI#WKH#)XQG#GRHV#QRW#LQFUHDVH#
RU#GHFUHDVH#WKH#ILQDQFHV#RI#WKH#3URYLQFH#DV#D#ZKROH1

2.66 :H#DUH#DOVR#XQFHUWDLQ#DERXW#WKH#UHODWLRQVKLS#EHWZHHQ#WKH#)LVFDO#
6WDELOL]DWLRQ#)XQG#DQG#WKH#3URYLQFH·V#EDODQFHG#EXGJHW#OHJLVODWLRQ1#7KH#
%DODQFHG#%XGJHW#$FW#UHTXLUHV#WKDW#WRWDO#H[SHQGLWXUHV#QRW#H[FHHG#WRWDO#
UHYHQXHV#IRU#WKH#SHULRG#FRPPHQFLQJ#4#$SULO#5333#DQG#HQGLQJ#64#0DUFK#
53371#7KH#)LVFDO#6WDELOL]DWLRQ#)XQG#ZDV#HVWDEOLVKHG#DW#WKH#HQG#RI#WKH#
ILUVW#ILVFDO#\HDU#XQGHU#WKH#EDODQFHG#EXGJHW#OHJLVODWLRQ1#7KH#REMHFWLYH#RI#
WKH#EDODQFHG#EXGJHW#OHJLVODWLRQ#LV#TXLWH#FOHDU1#,W#LV#WR#HQVXUH#WKDW#RYHU#D#
IRXU0\HDU#SHULRG#WKH#3URYLQFH#GRHV#QRW#VSHQG#PRUH#WKDQ#WKH#UHYHQXHV#
FROOHFWHG1#,W#LV#XQGHUVWDQGDEOH#KRZ#WKLV#GLVFLSOLQH/#HYHU\#IRXU#\HDUV/#
ZRXOG#DVVLVW#LQ#VWDELOL]LQJ#WKH#ILVFDO#SRVLWLRQ#RI#WKH#3URYLQFH1#+DYLQJ#
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&KDSWHU#5 7KH#3URYLQFH·V#)LQDQFLDO#5HVXOWV
VDLG#WKLV/#LW#LV#QRW#FOHDU#ZK\#WKH#VHFRQG#PHFKDQLVP/#WKH#)LVFDO#
6WDELOL]DWLRQ#)XQG/#LV#QHHGHG1

2.67 ,Q#RXU#RSLQLRQ/#WKHUH#LV#D#QHHG#IRU#IXUWKHU#GLVFXVVLRQ#DURXQG#WKH#
EDODQFHG#EXGJHW#OHJLVODWLRQ/#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG#DQG#WKH#
UHODWLRQVKLS#EHWZHHQ#WKH#WZR1#:H#ZRXOG#OLNH#WR#VHH#FOHDU/#PHDVXUDEOH#
REMHFWLYHV#IRU#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG/#DQG#D#PHDQV#E\#ZKLFK#WKH#
)XQG#LV#DEOH#WR#UHSRUW#RQ#LWV#HIIHFWLYHQHVV1
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#&KDSWHU#6
'HSDUWPHQW#RI#WKH#(QYLURQPHQW#

DQG#/RFDO#*RYHUQPHQW##
(QYLURQPHQWDO#,QVSHFWLRQV

&RQWHQWV
%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 66

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 67

5HVXOWV#LQ#EULHI##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 68

(QYLURQPHQWDO#LQVSHFWRUV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 69

3ODQQLQJ#DQG#FRQGXFWLQJ#LQVSHFWLRQV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 73

8VLQJ#WKH#UHVXOWV#RI#LQVSHFWLRQV#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 84

%HLQJ#DFFRXQWDEOH#0#PRQLWRULQJ#DQG#UHSRUWLQJ#RQ#WKH#LQVSHFWLRQ#IXQFWLRQ##1#1#1#1#1#1#1#1#1#1#1 89



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV

#'HSDUWPHQW#RI#WKH#
(QYLURQPHQW#DQG#/RFDO#

*RYHUQPHQW#0#(QYLURQPHQWDO#
,QVSHFWLRQV
%DFNJURXQG 614 7KH#SURWHFWLRQ#RI#RXU#HQYLURQPHQW#KDV#D#VLJQLILFDQW#LPSDFW#RQ#
ZKHWKHU#ZH#KDYH#D#KHDOWK\#DQG#VDIH#SODFH#WR#OLYH1#7KH#/HJLVODWLYH#
$VVHPEO\#UHFRJQL]HV#WKLV#VLJQLILFDQFH#DQG#KDV#SDVVHG#VHYHUDO#$FWV#DQG#
UHJXODWLRQV#WR#SURWHFW#RXU#HQYLURQPHQW1#7KH#'HSDUWPHQW#RI#WKH#
(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#LV#UHVSRQVLEOH#IRU#WKH#
DGPLQLVWUDWLRQ#RI#PXFK#RI#WKLV#OHJLVODWLRQ1

615 2XU#2IILFH#KDV#DQ#LQWHUHVW#LQ#WKH#SUHVHUYDWLRQ#RI#WKH#
HQYLURQPHQW1#)RU#WKH#SDVW#WKUHH#\HDUV/#ZH#KDYH#GRQH#DXGLW#SURMHFWV#
UHODWLQJ#WR#WKH#HQYLURQPHQW#LQ#HLWKHU#WKH#'HSDUWPHQW#RI#1DWXUDO#
5HVRXUFHV#DQG#(QHUJ\#RU#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#
*RYHUQPHQW#+WKH#'HSDUWPHQW,1#,QWHUHVWHG#LQ#GHWHUPLQLQJ#KRZ#WKH#
'HSDUWPHQW#PRQLWRUV#FRPSOLDQFH#ZLWK#HQYLURQPHQWDO#OHJLVODWLRQ/#ZH#
FRQGXFWHG#D#SUHOLPLQDU\#UHYLHZ#DQG#OHDUQHG#WKH#IROORZLQJ1#

• 7KH#'HSDUWPHQW#LV#UHVSRQVLEOH#IRU#D#ODUJH#DPRXQW#RI#OHJLVODWLRQ1#$W#
WKH#WLPH#RI#RXU#UHYLHZ/#WKHUH#ZHUH#HLJKW#$FWV#DQG#WZHQW\0RQH#VHWV#RI#
UHJXODWLRQV#UHODWLQJ#WR#WKH#HQYLURQPHQW#DORQH1#([DPSOHV#RI#WKLV#
OHJLVODWLRQ#LQFOXGH=#WKH#&OHDQ#$LU#$FW/#WKH#&OHDQ#:DWHU#$FW/#WKH#
&OHDQ#(QYLURQPHQW#$FW/#DQG#WKH#3HVWLFLGHV#&RQWURO#$FW1

• 2QH#RI#WKH#UROHV#RI#WKH#'HSDUWPHQW#LV#WR#HQVXUH#WKDW#HQYLURQPHQWDO#
ODZV#DUH#DSSOLHG#IDLUO\/#ILUPO\#DQG#FRQVLVWHQWO\#DFURVV#WKH#3URYLQFH1#
7KH#(QYLURQPHQWDO#0DQDJHPHQW#'LYLVLRQ/#LQ#LWV#RZQ#ZRUGV/#
´VHUYHV#DV#D#PDMRU#UHJXODWRU\#DUP#RI#WKH#'HSDUWPHQW>«#WKLV#
'LYLVLRQ#FORVHO\#PRQLWRUV#FRPSOLDQFH#DQG#LQLWLDWHV#HQIRUFHPHQW#
ZKHQ#QHFHVVDU\1µ#7KLV#GLYLVLRQ#LV#FRPSULVHG#RI#IRXU#EUDQFKHV=#
$SSURYDOV/#(QIRUFHPHQW/#6WHZDUGVKLS#DQG#5HPHGLDWLRQ1#7KH#/RFDO#
*RYHUQPHQW#DQG#5HJLRQDO#6HUYLFHV#'LYLVLRQ#DOVR#SOD\V#D#NH\#UROH#LQ#
PRQLWRULQJ#FRPSOLDQFH#DQG#HQIRUFHPHQW#EHFDXVH#WKH#5HJLRQDO#
(QYLURQPHQWDO#,QVSHFWRUV#DUH#SDUW#RI#WKH#5HJLRQDO#6HUYLFHV#%UDQFK#
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
ZLWKLQ#WKLV#GLYLVLRQ1#$QG/#WKH#6FLHQFHV#DQG#3ODQQLQJ#'LYLVLRQ#
SURYLGHV#DLU#TXDOLW\#DQG#ZDWHU#TXDOLW\#PRQLWRULQJ#LQ#VXSSRUW#RI#
GHSDUWPHQWDO#SURJUDPV1#7KHUH#DUH#VWDII#LQ#ERWK#WKH#FHQWUDO#RIILFH#DQG#
WKH#VL[#UHJLRQDO#RIILFHV#ZKR#DUH#DVVLJQHG#LQVSHFWLRQ#UHVSRQVLELOLWLHV1

• 6LPSO\#VWDWHG/#DQ\#DFWLYLW\#KDYLQJ#D#GLVFKDUJH#WR#WKH#HQYLURQPHQW#
+DLU/#ZDWHU#RU#JURXQG,#DERYH#WKH#UHJXODWHG#WKUHVKROG#UHTXLUHV#D#
SHUPLW1#([DPSOHV#RI#DFWLYLWLHV#UHTXLULQJ#DSSURYDO#LQFOXGH=#LQGXVWULDO#
RSHUDWLRQV#+ILVK#SODQWV/#SXOS#DQG#SDSHU#PLOOV/#IRRG#SURFHVVRUV,>#
FRPPHUFLDO#EXVLQHVVHV#+SHWUROHXP#SURGXFWV/#SHVWLFLGHV/#KD]DUGRXV#
ZDVWHV#RU#FRPSRVWLQJ,>#DQG#FRPPRQ#DFWLYLWLHV#SHUIRUPHG#E\#WKH#
SXEOLF#+EXUQLQJ#EUXVK#RU#EXLOGLQJ#QHDU#ZDWHU,1#6RPH#DSSURYDOV#KDYH#
DQ#DQQXDO#IHH#RI#XS#WR#'75/333#DQG#VRPH#SHUPLWV#DUH#IUHH1#

• 7KH#&OHDQ#(QYLURQPHQW#$FW#SURYLGHV#IRU#VHYHUH#ILQDQFLDO#SHQDOWLHV#
DJDLQVW#FRQYLFWHG#RIIHQGHUV#RI#WKH#OHJLVODWLRQ1#)LQHV#UDQJH#IURP#D#
PLQLPXP#RI#'833#WR#D#PD[LPXP#RI#'4#PLOOLRQ#IRU#HDFK#GD\#RI#
YLRODWLRQ1

6FRSH 616 7KH#REMHFWLYH#IRU#WKLV#DXGLW#ZDV=

#WR#GHWHUPLQH#LI#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#
*RYHUQPHQW#KDV#DQ#DGHTXDWH#LQVSHFWLRQ#SURFHVV/#ZLWK#
DSSURSULDWH#SROLFLHV#DQG#SUDFWLFHV/#WR#PRQLWRU#DQG#UHSRUW#
FRPSOLDQFH#ZLWK#HQYLURQPHQWDO#OHJLVODWLRQ#LQ#WKH#3URYLQFH1#

617 )RU#WKH#SXUSRVH#RI#WKH#DXGLW/#ZH#LQWHUSUHWHG#DQ#LQVSHFWLRQ#WR#EH#D#
SUHGHWHUPLQHG#VHTXHQFH#RI#DFWLYLWLHV#GRQH#WR#DVVHVV#FRPSOLDQFH#ZLWK#
HQYLURQPHQWDO#OHJLVODWLRQ1#:H#HVWDEOLVKHG#WKDW#YLVLWLQJ#WKH#VLWH#ZDV#D#
UHTXLUHPHQW#IRU#SHUIRUPLQJ#DQ#LQVSHFWLRQ1

618 7KH#6FLHQFHV#DQG#3ODQQLQJ#'LYLVLRQ#GRHV#LQVSHFWLRQ#ZRUN#
+UHJDUGLQJ#ZDWHU#OHJLVODWLRQ#DQG#HQYLURQPHQWDO#LPSDFW#DVVHVVPHQWV,#DQG#
DLGV#WKH#RWKHU#GLYLVLRQV#E\#REWDLQLQJ#DQG#DQDO\]LQJ#VDPSOHV1#+RZHYHU/#
WKH#DXGLW#WHVWLQJ#ZDV#OLPLWHG#WR#WKH#LQVSHFWLRQ#ZRUN#SHUIRUPHG#E\#WKH#
(QYLURQPHQWDO#0DQDJHPHQW#'LYLVLRQ#DQG#WKH#/RFDO#*RYHUQPHQW#DQG#
5HJLRQDO#6HUYLFHV#'LYLVLRQ#VLQFH#WKHVH#DUH#WKH#GLYLVLRQV#KDYLQJ#WKH#
JUHDWHVW#LQVSHFWLRQ#UHVSRQVLELOLWLHV1

619 7KH#'HSDUWPHQW#VWDWHV/#´&RPSOLDQFH#LV#FRPSULVHG#RI#D#VHULHV#RI#
DFWLYLWLHV#LQFOXGLQJ#DXGLWLQJ/#PRQLWRULQJ/#LQVSHFWLRQ/#RSHUDWLQJ#SROLFLHV/#
HGXFDWLRQ/#FRQVXOWDWLRQ/#VWDQGDUGV/#OHJLVODWLRQ/#FRQWLQJHQF\#SODQV#DQG#
HQIRUFHPHQW1µ#7KH#DXGLW#GLG#QRW#LQFOXGH#DOO#RI#WKHVH#FRPSOLDQFH#
DFWLYLWLHV/#DV#WKH#DXGLW#VFRSH#ZDV#OLPLWHG#WR#LQVSHFWLRQV1

61: 7R#SURYLGH#IXUWKHU#IRFXV#WR#RXU#DXGLW#HIIRUWV/#ZH#GHYHORSHG#ILYH#
DXGLW#FULWHULD#WR#XVH#DV#WKH#EDVLV#RU#VWDQGDUGV#IRU#RXU#DXGLW1#7KHVH#ZHUH#
GLVFXVVHG#ZLWK#WKH#'HSDUWPHQW#DQG#LW#ZDV#DJUHHG#WKDW#WKH\#ZHUH#
UHDVRQDEOH1#7KH#FULWHULD#DGGUHVVHG#WKH#TXDOLILFDWLRQV#RI#HQYLURQPHQWDO#
LQVSHFWRUV/#WKH#SODQQLQJ#DQG#FRQGXFWLQJ#RI#LQVSHFWLRQV/#WKH#XVH#RI#
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&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
LQVSHFWLRQ#UHVXOWV/#DQG#WKH#UHSRUWLQJ#RQ#WKH#LQVSHFWLRQ#IXQFWLRQ1#:H#
FRPSDUHG#WKH#DXGLW#HYLGHQFH#DJDLQVW#WKH#DXGLW#FULWHULD#LQ#RUGHU#WR#GHYHORS#
WKH#ILQGLQJV/#FRQFOXVLRQV#DQG#UHFRPPHQGDWLRQV#WKDW#DUH#SUHVHQWHG#LQ#WKLV#
FKDSWHU1

5HVXOWV#LQ#EULHI 61; $#IXQGDPHQWDO#UROH#RI#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#LV#WR#SURWHFW#WKH#HQYLURQPHQW1#(QYLURQPHQWDO#
ODZV#DSSO\#WR#ERWK#EXVLQHVVHV#DQG#FLWL]HQV#LQ#RXU#3URYLQFH#WR#SURWHFW#
RXU#HQYLURQPHQW1#,QVSHFWLRQ#RI#RSHUDWLRQV#DQG#DFWLYLWLHV#RI#
EXVLQHVVHV#DQG#FLWL]HQV#IRU#WKH#SXUSRVH#RI#PRQLWRULQJ#FRPSOLDQFH#
ZLWK#WKH#HQYLURQPHQWDO#ODZV#LV#D#FULWLFDO#FRPSRQHQW#RI#HQIRUFLQJ#
WKHVH#ODZV#DQG#SURWHFWLQJ#WKH#HQYLURQPHQW1#

61< :H#EHOLHYH#WKH#LQVSHFWLRQ#IXQFWLRQ#KDV#VXIIHUHG#IURP#WKH#ODFN#
RI#RUJDQL]DWLRQDO#VWDELOLW\#DQG#RSHUDWLRQDO#SODQQLQJ#DW#WKH#
GHSDUWPHQWDO#OHYHO1#6RPH#GLYLVLRQV#DQG#EUDQFKHV#ZLWKLQ#WKH#
'HSDUWPHQW#GLG#QRW#KDYH#RSHUDWLQJ#SODQV#DQG#PDQ\#HPSOR\HHV#GLG#
QRW#KDYH#XS0WR0GDWH#ZRUN#SODQV1#$OVR/#GRFXPHQWHG#SROLFLHV#DQG#
SURFHGXUHV#ZHUH#ODFNLQJ1#:H#EHOLHYH#LW#LV#GLIILFXOW#WR#GHYHORS#
RSHUDWLQJ#SODQV#DQG#SURFHGXUHV#ZKHQ#WKH#RUJDQL]DWLRQDO#VWUXFWXUH#LV#
YRODWLOH#DQG#ZH#UHFRJQL]H#WKDW#WKH#'HSDUWPHQW#KDV#XQGHUJRQH#VHYHUDO#
UHRUJDQL]DWLRQV#ZLWKLQ#WKH#SDVW#IHZ#\HDUV1#:H#DUH#SOHDVHG#WKDW#WKH#
'HSDUWPHQW#UHFRJQL]HV#WKH#QHHG#IRU#RSHUDWLRQDO#SODQV#DQG#DOWKRXJK#
WKH\#DUH#EHKLQG#VFKHGXOH#LQ#WKHLU#LPSOHPHQWDWLRQ/#ZH#ZHUH#LQIRUPHG#
WKDW#WKH\#ZHUH#EHLQJ#GHYHORSHG1

6143 :H#EHOLHYH#WKH#RUJDQL]DWLRQDO#VWUXFWXUH#SUHVHQWV#D#FKDOOHQJH#
WR#WKH#LQVSHFWLRQ#IXQFWLRQ1#$OWKRXJK#HQFRXUDJLQJ#FRPSOLDQFH#LV#D#
UHVSRQVLELOLW\#VKDUHG#E\#WKH#HQWLUH#'HSDUWPHQW/#LW#LV#WKH#
(QYLURQPHQWDO#0DQDJHPHQW#'LYLVLRQ#WKDW#KDV#WKLV#DV#WKHLU#SULPDU\#
UHVSRQVLELOLW\1#<HW/#WKH#EXON#RI#WKH#KXPDQ#UHVRXUFHV#IRU#SHUIRUPLQJ#
LQVSHFWLRQV#+WKH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV,#UHVWV#ZLWKLQ#D#
GLIIHUHQW#GLYLVLRQ#²#WKH#/RFDO#*RYHUQPHQW#DQG#5HJLRQDO#6HUYLFHV#
'LYLVLRQ1#:KLOH#ZH#EHOLHYH#WKH#'HSDUWPHQW#UHFRJQL]HG#WKLV#FKDOOHQJH#
E\#PDQGDWLQJ#DQ#LQWHUQDO#FRPSOLDQFH#FRPPLWWHH#DQG#D#FRPSOLDQFH#
FR0RUGLQDWLQJ#IXQFWLRQ/#QHLWKHU#WKH#FRPSOLDQFH#FRPPLWWHH#QRU#WKH#FR0
RUGLQDWLQJ#IXQFWLRQ#KDYH#EHHQ#HVWDEOLVKHG1

6144 7KHUH#LV#QR#FRQVLVWHQW#DSSURDFK#IRU#LGHQWLI\LQJ#LQVSHFWLRQ#
QHHGV1#7KH#'HSDUWPHQW#GRHV#QRW#KDYH#D#VWDQGDUG#SURFHVV#IRU#
LGHQWLI\LQJ#ZKDW#QHHGV#WR#EH#LQVSHFWHG#DQG#WKHUH#LV#QR#GRFXPHQWDWLRQ#
WKDW#LGHQWLILHV#WKH#LQVSHFWLRQV#WKDW#QHHG#WR#EH#GRQH1

6145 7KH#'HSDUWPHQW#GRHV#QRW#KDYH#D#SURFHVV#IRU#WUDFNLQJ#
LQVSHFWLRQV1#:LWKRXW#D#FRQVLVWHQW#PHWKRG#IRU#GRFXPHQWLQJ#
LQVSHFWLRQV/#LW#LV#GLIILFXOW#WR#ORFDWH#DQG#XVH#WKLV#LQIRUPDWLRQ1#

6146 1RW#DOO#FDVHV#RI#QRQ0FRPSOLDQFH#DUH#IROORZHG0XS#RU#IRUZDUGHG#
WR#WKH#(QIRUFHPHQW#%UDQFK1
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
6147 7KH#ODUJH#DPRXQW#RI#OHJLVODWLRQ#IRU#ZKLFK#WKH#'HSDUWPHQW#LV#
UHVSRQVLEOH#IRU#DGPLQLVWHULQJ#FUHDWHV#FKDOOHQJHV#IRU#WKH#LQVSHFWLRQ#
IXQFWLRQ1#:H#IHHO#WKH#'HSDUWPHQW#FRXOG#EHQHILW#IURP#D#UHYLHZ#RI#
WKHLU#RZQ#OHJLVODWLRQ#LQ#RUGHU#WR#GHWHUPLQH#ZKHWKHU#WKH#OHJLVODWLRQ#LV#
DFKLHYLQJ#LWV#LQWHQGHG#SXUSRVHV1#

6148 7KHUH#LV#JUHDW#SRWHQWLDO#IRU#LPSURYHPHQW#XVLQJ#WKH#
H[SHULHQFH/#H[SHUWLVH#DQG#LQQRYDWLYH#LGHDV#ZLWKLQ#WKLV#'HSDUWPHQW1#
7KLV#LV#HYLGHQW#LQ#VRPH#RI#WKH#LQWHUQDOO\#SUHSDUHG#GRFXPHQWV#WKDW#ZH#
UHYLHZHG1#7KH\#FRQWDLQ#XVHIXO#LGHDV#WKDW#KDYH#QRW#EHHQ#LPSOHPHQWHG1#
6RPH#RI#WKH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV#DQG#FHQWUDO#RIILFH#
VWDII#KDYH#RYHU#WZHQW\#\HDUV#RI#H[SHULHQFH#ZRUNLQJ#IRU#WKH#
'HSDUWPHQW1#7KLV#LV#VRPHWKLQJ#IRU#WKH#'HSDUWPHQW#WR#EHQHILW#IURP#
DQG#ZH#VHH#WKLV#H[SHULHQFH#DV#D#WUXH#DVVHW#WR#WKH#SURWHFWLRQ#RI#RXU#
HQYLURQPHQW1#

6149 :H#PDGH#WZHQW\0RQH#UHFRPPHQGDWLRQV#WKDW#ZH#WKLQN#ZLOO#
KHOS#WKH#'HSDUWPHQW#LPSURYH#LQ#ZHDN#DUHDV#DQG#IXUWKHU#GHYHORS#WKH#
DUHDV#WKDW#DUH#ZRUNLQJ#ZHOO1#

614: :KLOH#WKH#'HSDUWPHQW#UHFRJQL]HV#WKH#LPSRUWDQFH#RI#
HQIRUFHPHQW#DQG#GRHV#KDYH#VRPH#HIIHFWLYH#LQVSHFWLRQ#SUDFWLFHV/#LW#LV#
RXU#RSLQLRQ#WKDW#WKH#LQVSHFWLRQ#SURFHVV#LV#QRW#DGHTXDWHO\#PRQLWRULQJ#
DQG#UHSRUWLQJ#FRPSOLDQFH#ZLWK#HQYLURQPHQWDO#OHJLVODWLRQ#LQ#WKH#
3URYLQFH1#

(QYLURQPHQWDO#
LQVSHFWRUV

614; 2XU#ILUVW#FULWHULRQ#ZDV=

,QVSHFWLRQV#VKRXOG#EH#SHUIRUPHG#E\#TXDOLILHG#VWDII1#

614< 7R#GHWHUPLQH#ZKHWKHU#WKLV#FULWHULRQ#ZDV#PHW/#ZH#JDWKHUHG#
LQIRUPDWLRQ#WR#DGGUHVV#WKH#IROORZLQJ#TXHVWLRQV1

• 'R#LQVSHFWRUV#SRVVHVV#DXWKRULW\#WR#LQVSHFW#DQG#HQIRUFH#WKH#$FW#DQG#
UHJXODWLRQV"

• $UH#WKHUH#SRVLWLRQV#WKDW#DUH#DVVLJQHG#LQVSHFWLRQ#UHVSRQVLELOLWLHV"

• $UH#RQO\#TXDOLILHG#SHRSOH#GHVLJQDWHG#DV#LQVSHFWRUV"#

• $UH#LQVSHFWRUV#DGHTXDWHO\#WUDLQHG#IRU#WKHLU#ZRUN"

'R#LQVSHFWRUV#SRVVHVV#DXWKRULW\#
WR#LQVSHFW#DQG#HQIRUFH#WKH#$FW#
DQG#UHJXODWLRQV"

6153 7KH#DQVZHU#WR#WKLV#TXHVWLRQ#LV#FOHDUO\#\HV>#GHVLJQDWHG#LQVSHFWRUV#
KDYH#OHJLVODWHG#DXWKRULW\#WR#SHUIRUP#LQVSHFWLRQV1#/HJLVODWLRQ#SURYLGHV#
WKH#0LQLVWHU#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#ZLWK#WKH#
DXWKRULW\#WR#GHVLJQDWH#LQVSHFWRUV#DQG#HQIRUFH#WKH#OHJLVODWLRQ1#/HJLVODWLRQ#
DOVR#SURYLGHV#LQVSHFWRUV#ZLWK#WKH#DXWKRULW\#WR#HQWHU/#LQVSHFW#DQG#WDNH#
VDPSOHV1
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&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
$UH#WKHUH#SRVLWLRQV#WKDW#DUH#
DVVLJQHG#LQVSHFWLRQ#
UHVSRQVLELOLWLHV"

6154 7KHUH#DUH#VWDII#LQ#WKH#VL[#UHJLRQDO#RIILFHV#DQG#LQ#WKH#FHQWUDO#RIILFH#
ZKR#DUH#DVVLJQHG#LQVSHFWLRQ#UHVSRQVLELOLWLHV1#,Q#WKH#FHQWUDO#RIILFH/#
VHYHUDO#VWDII#PHPEHUV#KDYH#WKH#UHVSRQVLELOLW\#RI#SHUIRUPLQJ#LQVSHFWLRQV#
LQ#DGGLWLRQ#WR#WKH#UHVSRQVLELOLW\#RI#LVVXLQJ#DSSURYDOV1#,Q#WKH#VL[#UHJLRQDO#
RIILFHV/#WKHUH#DUH#WZHQW\0WZR#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV1#7KHVH#
LQVSHFWRUV#DOVR#KDYH#RWKHU#UHVSRQVLELOLWLHV/#ZKLFK#LQFOXGH#UHVSRQGLQJ#WR#
SXEOLF#FRPSODLQWV#DQG#HQYLURQPHQWDO#HPHUJHQFLHV1#

6155 7KH#DOORFDWLRQ#RI#WKH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV#WR#WKH#
VL[#UHJLRQV#PD\#QRW#EH#DSSURSULDWH#EHFDXVH#LW#LV#QRW#EDVHG#XSRQ#D#
SODQQHG#DSSURDFK#WR#SHUIRUPLQJ#LQVSHFWLRQV1#7KH#DOORFDWLRQ#KDV#MXVW#
HYROYHG1#7KH#UHJLRQDO#RIILFHV#KDG#RQO\#RQH#LQVSHFWRU#HDFK#IURP
4<:6#²#4<;;1#,Q#4<;:/#WKH#3HWUROHXP#3URGXFW#6WRUDJH#DQG#+DQGOLQJ#
5HJXODWLRQ#0#&OHDQ#(QYLURQPHQW#$FW#+WKH#SHWUROHXP#UHJXODWLRQ,#ZDV#
SDVVHG#DQG#D#VHFRQG#LQVSHFWRU#SRVLWLRQ#ZDV#VXEVHTXHQWO\#DVVLJQHG#WR#WKH#
UHJLRQDO#RIILFHV1#,Q#4<;</#WKH#&OHDQ#:DWHU#$FW#ZDV#SDVVHG#DQG#D#WKLUG#
LQVSHFWRU#SRVLWLRQ#ZDV#DVVLJQHG#WR#WKH#UHJLRQDO#RIILFHV1#

6156 :H#DUH#XQVXUH#DV#WR#ZKHWKHU#WKH#'HSDUWPHQW#KDV#WKH#DSSURSULDWH#
QXPEHU#RI#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRU#SRVLWLRQV1#:KHQ#QHZ#
OHJLVODWLRQ#ZDV#FUHDWHG#RU#DVVLJQHG#WR#WKH#'HSDUWPHQW/#QHZ#UHVRXUFHV#IRU#
HQIRUFLQJ#WKH#OHJLVODWLRQ#ZHUH#QRW#DOZD\V#SURYLGHG#WR#WKH#UHJLRQDO#
RIILFHV1#)RU#H[DPSOH/#GXULQJ#WKH#4<<3V#WKH#'HSDUWPHQW#EHFDPH#
UHVSRQVLEOH#IRU#DGPLQLVWHULQJ#PRUH#WKDQ#ILYH#VHWV#RI#QHZ#UHJXODWLRQV#
UHODWLQJ#WR#WKH#&OHDQ#:DWHU#$FW/#DQG/#LQ#WKH#\HDU#5333/#WRSVRLO#DQG#
PDQXUH#VWHZDUGVKLS#UHVSRQVLELOLWLHV#FDPH#WR#WKH#'HSDUWPHQW1#'HVSLWH#DOO#
WKHVH#QHZ#UHVSRQVLELOLWLHV/#QR#DGGLWLRQDO#KXPDQ#UHVRXUFHV#ZHUH#DVVLJQHG#
WR#IRXU#RI#WKH#VL[#UHJLRQDO#RIILFHV1#7KH\#KDG#EHHQ#RSHUDWLQJ#ZLWK#RQO\#WKH#
WKUHH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRU#SRVLWLRQV#VLQFH#4<;<1#+6RPH#
DGGLWLRQDO#KXPDQ#UHVRXUFHV#KDYH#UHFHQWO\#EHHQ#DVVLJQHG#WR#HDFK#RI#WKH#
VL[#UHJLRQDO#RIILFHV1,#

$UH#RQO\#TXDOLILHG#SHRSOH#
GHVLJQDWHG#DV#LQVSHFWRUV"#

6157 7KH#SURFHVVHV#IRU#GHVLJQDWLQJ#LQVSHFWRUV#DQG#LVVXLQJ#
LGHQWLILFDWLRQ#FDUGV#WR#LQVSHFWRUV#DUH#QRW#ZHOO#FRQWUROOHG1

6158 7KH#SURFHVV#LQ#SODFH#IRU#GHVLJQDWLQJ#LQVSHFWRUV#LV#ZHDN1#7KHUH#
DUH#QR#IRUPDO#SROLFLHV#DQG#SURFHGXUHV#IRU#GHVLJQDWLQJ#VWDII#DV#LQVSHFWRUV1#
$QG/#WKHUH#DUH#QR#GRFXPHQWHG#TXDOLILFDWLRQV#RU#UHTXLUHPHQWV#IRU#
LQVSHFWRUV1#

6159 'XULQJ#WKH#SHULRG#RI#RXU#UHYLHZ/#ZH#PDGH#WKH#IROORZLQJ#WZR#
REVHUYDWLRQV#FRQFHUQLQJ#ZKR#ZDV#GHVLJQDWHG#DV#DQ#LQVSHFWRU1

• :H#LGHQWLILHG#WKUHH#VWDII#PHPEHUV#ZKR#KDG#EHHQ#KLUHG#DV#LQVSHFWRUV#
DQG#ZHUH#GRLQJ#LQVSHFWLRQV/#EXW#KDG#QRW#EHHQ#OHJDOO\#GHVLJQDWHG#DV#
LQVSHFWRUV1#

• 7KHUH#ZHUH#VHYHUDO#VWDII#PHPEHUV#ZKR#ZHUH#GHVLJQDWHG#DV#LQVSHFWRUV#
ZKR#ZHUH#QRW#GRLQJ#LQVSHFWLRQV1#7KH\#LQFOXGHG=#D#VXSSRUW#SHUVRQ#WR#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 6:



'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
D#0XQLFLSDO#6HUYLFH#5HSUHVHQWDWLYH/#D#IRUPHU#HPSOR\HH#ZKR#KDG#
ILQLVKHG#ZRUNLQJ#IRU#WKH#'HSDUWPHQW#LQ#'HFHPEHU#5334/#DQG#
HPSOR\HHV#ZKR#SHUIRUP#RWKHU#GHSDUWPHQWDO#ZRUN1

615: $Q#LGHQWLILFDWLRQ#FDUG#LV#LPSRUWDQW#EHFDXVH#LW#JLYHV#WKH#LQVSHFWRU#
WKH#ULJKW#WR#HQWHU#DQG#LQVSHFW1#7KH#SURFHVV#LQ#SODFH#IRU#LVVXLQJ#
LGHQWLILFDWLRQ#FDUGV#WR#GHVLJQDWHG#LQVSHFWRUV#LV#ZHDN1#,GHQWLILFDWLRQ#FDUGV#
DUH#QHLWKHU#QXPEHUHG#QRU#FRQWUROOHG#DQG#GXULQJ#WKH#SHULRG#RI#RXU#
UHYLHZ/#VRPH#VWDII#PHPEHUV#GRLQJ#LQVSHFWLRQV#GLG#QRW#KDYH#SURSHU#
LGHQWLILFDWLRQ1#

615; 7KH#YROXPH#RI#OHJLVODWLRQ#DXWKRUL]LQJ#WKH#0LQLVWHU#WR#GHVLJQDWH#
LQVSHFWRUV#PDNHV#LW#QHFHVVDU\#WR#KDYH#DQ#HIILFLHQW#V\VWHP#IRU#GHVLJQDWLQJ#
LQVSHFWRUV#DQG#LVVXLQJ#LGHQWLILFDWLRQ#FDUGV1

615< :H#DUH#SOHDVHG#WR#UHSRUW#WKDW#WKH#VWDII#SHUIRUPLQJ#LQVSHFWLRQV#DUH#
TXDOLILHG#EDVHG#RQ#RXU#UHYLHZ#RI#WKHLU#HGXFDWLRQ#DQG#H[SHULHQFH1#7KH#
VWDII#SHUIRUPLQJ#LQVSHFWLRQV#ZHUH#SURIHVVLRQDO#HQJLQHHUV/#HQJLQHHULQJ#
WHFKQLFLDQV/#VWXGHQWV#RI#WKH#HQJLQHHULQJ#SURJUDP#RU#SHRSOH#ZLWK#PDQ\#
\HDUV#RI#H[SHULHQFH1#7KHUH#DUH#VRPH#VWDII#PHPEHUV#ZKR#KDYH#EHHQ#
SHUIRUPLQJ#LQVSHFWLRQV#IRU#WKH#'HSDUWPHQW#IRU#RYHU#WZHQW\#\HDUV1

$UH#LQVSHFWRUV#DGHTXDWHO\#
WUDLQHG#IRU#WKHLU#ZRUN"

6163 7UDLQLQJ#LV#LPSRUWDQW#GXH#WR#WKH#PDVVLYH#DPRXQW#RI#OHJLVODWLRQ#
IRU#ZKLFK#LQVSHFWRUV#DUH#UHVSRQVLEOH1#7UDLQLQJ#LV#DOVR#LPSRUWDQW#IRU#
FRQVLVWHQF\#LQ#WKH#HQIRUFHPHQW#RI#OHJLVODWLRQ/#VLQFH#LQVSHFWRUV#ZRUN#LQ#
GLIIHUHQW#EUDQFKHV#ZLWKLQ#WKH#'HSDUWPHQW#DQG#LQ#GLIIHUHQW#UHJLRQDO#
RIILFHV#WKURXJKRXW#WKH#3URYLQFH1

6164 7KH#'HSDUWPHQW#GRHV#QRW#KDYH#D#VWDQGDUG#RULHQWDWLRQ#SURJUDP#
IRU#QHZ#VWDII1#7KHUH#LV#QR#FRRUGLQDWHG#RULHQWDWLRQ#IRU#QHZ#LQVSHFWRUV#DQG#
WKH#RULHQWDWLRQ#SURYLGHG#WR#D#QHZ#LQVSHFWRU#GLIIHUV#VXEVWDQWLDOO\#IURP#RQH#
EUDQFK#WR#DQRWKHU1#:H#UHYLHZHG#D#GRFXPHQW#WKDW#KDG#EHHQ#SUHSDUHG#E\#
WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#GDWHG#-XQH#4<<7#ZLWK#WKH#WLWOH#$#
*XLGH#WR#1HZ#(PSOR\HH#2ULHQWDWLRQ#IRU#6XSHUYLVRUV#DQG#0DQDJHUV1#
$OWKRXJK#WKH#JXLGH#LV#RXWGDWHG#DV#D#UHVXOW#RI#WKH#'HSDUWPHQW·V#
UHRUJDQL]DWLRQ/#ZH#EHOLHYH#LW#ZRXOG#EH#XVHIXO#LQ#WKH#FUHDWLRQ#RI#D#
VWDQGDUG#GHSDUWPHQWDO#RULHQWDWLRQ#SURJUDP1#

6165 7KHUH#LV#QR#FRRUGLQDWHG#WUDLQLQJ#IRU#DOO#LQVSHFWRUV1#7KH#WUDLQLQJ#
SURYLGHG#WR#LQVSHFWRUV#GLIIHUV#IURP#RQH#EUDQFK#WR#DQRWKHU1#7KH#
'HSDUWPHQW#GRHV#QRW#KDYH#D#WUDLQLQJ#SROLF\#DQG#WKH#LQGLYLGXDO#EUDQFKHV#
GR#QRW#KDYH#GRFXPHQWHG#WUDLQLQJ#SODQV#RU#VFKHGXOHV1#$#ZRUNLQJ#
FRPPLWWHH#GHYHORSHG#D#WUDLQLQJ#SODQ#IRU#LQVSHFWRUV#LQ#4<<;#EXW#LW#KDV#
QHYHU#EHHQ#DSSURYHG#E\#PDQDJHPHQW1#

6166 :H#FRQJUDWXODWH#WKH#5HJLRQDO#6HUYLFHV#%UDQFK#DW#WKH#FHQWUDO#
RIILFH#IRU#WKHLU#UHFHQW#WUDLQLQJ#HIIRUWV1#,Q#WKH#\HDU#HQGHG#64#0DUFK#5335/#
WUDLQLQJ#ZDV#SURYLGHG#WR#ERWK#QHZ#LQVSHFWRUV#DQG#H[SHULHQFHG#
LQVSHFWRUV1#7KLV#EUDQFK#GHYHORSHG#DQ#RULHQWDWLRQ#SURJUDP#IRU#QHZ#VWDII#
6; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
LQ#WKHLU#GLYLVLRQ#LQ#WKH#IDOO#RI#5334#DQG#WKH\#SODQ#WR#SURYLGH#WKLV#SURJUDP#
WR#DOO#QHZ#LQVSHFWRUV#ZRUNLQJ#LQ#WKH#UHJLRQDO#RIILFHV1#

6167 7KH#5HJLRQDO#6HUYLFHV#%UDQFK#ZDV#DOVR#LQ#WKH#SURFHVV#RI#
GHYHORSLQJ#D#WUDLQLQJ#SURJUDP#IRU#DOO#LQVSHFWRUV1#$#GUDIW#WUDLQLQJ#PDQXDO#
KDV#EHHQ#SUHSDUHG1#:H#UHYLHZHG#WKH#PDQXDO#DQG#LW#DSSHDUV#WR#EH#
LQIRUPDWLYH#DQG#WKRURXJK1#7KH#'HSDUWPHQW#SODQV#WR#RIIHU#D#RQH0ZHHN#
VWDQGDUGL]HG#WUDLQLQJ#FRXUVH#WR#DOO#LQVSHFWRUV#LQ#WKH#IDOO#RI#53351#

5HFRPPHQGDWLRQ 6168 7KH#'HSDUWPHQW#VKRXOG#UH0H[DPLQH#WKH#QXPEHU#RI#5HJLRQDO#
(QYLURQPHQWDO#,QVSHFWRU#SRVLWLRQV#QHHGHG#DQG#WKH#EDVLV#IRU#WKHLU#
DOORFDWLRQ#WR#WKH#VL[#UHJLRQDO#RIILFHV1#7KH#'HSDUWPHQW#VKRXOG#PDNH#
FKDQJHV#DV#QHFHVVDU\#WR#HQVXUH#WKDW#VXIILFLHQW#UHVRXUFHV#DUH#
HIIHFWLYHO\#DVVLJQHG#WR#WKH#UHJLRQDO#RIILFHV1

'HSDUWPHQWDO#UHVSRQVH 6169 7KH#GHSDUWPHQW#DJUHHV#111##WKDW#WKH#QXPEHU#DQG#DOORFDWLRQ#RI#
5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRU#SRVLWLRQV#VKRXOG#EH#UH0H[DPLQHG1#7KH#
GHSDUWPHQW#ZLOO#XQGHUWDNH#DQ#HYDOXDWLRQ#RI#WKH#UROHV#DQG#UHVSRQVLELOLWLHV#
IRU#UHJLRQDO#LQVSHFWRUV#LQ#DQ#HIIRUW#WR#GHWHUPLQH#DSSURSULDWH#UHVRXUFHV#
DQG#DOORFDWLRQ#RI#UHVRXUFHV1#

5HFRPPHQGDWLRQ 616: 7KH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#FRQWUROOHG#SURFHVVHV#IRU#
GHVLJQDWLQJ#LQVSHFWRUV#DQG#LVVXLQJ#LGHQWLILFDWLRQ#FDUGV#WR#LQVSHFWRUV1#

'HSDUWPHQWDO#UHVSRQVH 616; $V#SDUW#RI#WKH#QHZ#SROLFLHV#DQG#SURFHGXUHV#PDQXDO/#WKH#
GHSDUWPHQW#ZLOO#RXWOLQH#D#SURFHVV#IRU#GHVLJQDWLQJ#LQVSHFWRUV1#

5HFRPPHQGDWLRQV 616< 7KH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#D#VWDQGDUG#RULHQWDWLRQ#
SURJUDP#IRU#QHZ#LQVSHFWRUV1#

6173 7KH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#D#WUDLQLQJ#SROLF\#DQG#
VWDQGDUG#WUDLQLQJ#IRU#LQVSHFWRUV1#

6174 7KH#'HSDUWPHQW#VKRXOG#SURFHHG#ZLWK#WKH#WUDLQLQJ#RI#DOO#
LQVSHFWRUV#LQ#WKH#IDOO#RI#5335#DV#SODQQHG1

'HSDUWPHQWDO#UHVSRQVH 6175 7R#DGGUHVV#WKHVH#LVVXHV/#WKH#GHSDUWPHQW#ZLOO#GHYHORS#D#
GRFXPHQWHG#WUDLQLQJ#SROLF\/#ZKLFK#ZLOO#GHVFULEH#WKH#SURFHVV#IRU#WUDLQLQJ#
(QYLURQPHQWDO#,QVSHFWRUV1#7KLV#SURFHVV#ZLOO#LQFOXGH#D#VWDQGDUGL]HG#
RULHQWDWLRQ#SURJUDP/#ZKLFK#ZLOO#EH#SURYLGHG#WR#DOO#QHZ#GHSDUWPHQWDO#
HPSOR\HHV/#DV#ZHOO#DV#D#VWDQGDUGL]HG#WUDLQLQJ#SURJUDP#VSHFLILF#WR#
LQVSHFWRUV1

&RQFOXVLRQ# 6176 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#:KLOH#WKH#VWDII#SHUIRUPLQJ#
LQVSHFWLRQV#ZHUH#TXDOLILHG/#WKH#SURFHVVHV#IRU#GHVLJQDWLQJ#LQVSHFWRUV/#
LVVXLQJ#LGHQWLILFDWLRQ#FDUGV#WR#LQVSHFWRUV#DQG#WUDLQLQJ#LQVSHFWRUV#DUH#QRW#
RUJDQL]HG#DQG#FRQWUROOHG1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 6<



'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
3ODQQLQJ#DQG#
FRQGXFWLQJ#LQVSHFWLRQV

6177 2XU#VHFRQG#FULWHULRQ#ZDV=

$OO#UHTXLUHG#LQVSHFWLRQ#ZRUN#VKRXOG#EH#LGHQWLILHG#DQG#FOHDUO\#
DVVLJQHG#WR#VWDII1#

6178 7R#GHWHUPLQH#ZKHWKHU#WKLV#FULWHULRQ#ZDV#PHW/#ZH#JDWKHUHG#
LQIRUPDWLRQ#WR#DGGUHVV#WKH#IROORZLQJ#TXHVWLRQV=

• +RZ#GRHV#WKH#'HSDUWPHQW#LGHQWLI\#ZKDW#QHHGV#WR#EH#LQVSHFWHG"#

• ,V#LQVSHFWLRQ#ZRUN#SULRULWL]HG#XVLQJ#D#ULVN#PDQDJHPHQW#DSSURDFK"

• 'R#LQVSHFWRUV#KDYH#D#ZRUN#VFKHGXOH#WKDW#LQFOXGHV#ERWK#SODQQHG#
URXWLQH#LQVSHFWLRQV#DQG#QRQ0URXWLQH#LQVSHFWLRQV#DULVLQJ#IURP#SXEOLF#
FRPSODLQWV#DQG#IROORZ0XS"

+RZ#GRHV#WKH#'HSDUWPHQW#
LGHQWLI\#ZKDW#QHHGV#WR#EH#
LQVSHFWHG"#

6179 7KHUH#LV#QR#FRQVLVWHQW#DSSURDFK#IRU#LGHQWLI\LQJ#LQVSHFWLRQ#QHHGV1#
7KH#'HSDUWPHQW#GRHV#QRW#KDYH#D#VWDQGDUG#SURFHVV#IRU#LGHQWLI\LQJ#ZKDW#
QHHGV#WR#EH#LQVSHFWHG#DQG#WKHUH#LV#QR#GRFXPHQWDWLRQ#WKDW#LGHQWLILHV#WKH#
LQVSHFWLRQV#WKDW#QHHG#WR#EH#GRQH1#/HJLVODWLRQ#UHJXODWHV#FHUWDLQ#DFWLYLWLHV/#
JLYHV#WKH#LQVSHFWRUV#WKH#DXWKRULW\#WR#HQWHU#DQG#LQVSHFW#DQG#JLYHV#WKH#
0LQLVWHU#WKH#DXWKRULW\#WR#HQIRUFH#WKH#OHJLVODWLRQ1#+RZHYHU/#OHJLVODWLRQ#
GRHV#QRW#VWDWH#ZKDW#PXVW#UHFHLYH#DQ#LQVSHFWLRQ1#7KH#'HSDUWPHQW#KDV#D#
&RPSOLDQFH#DQG#(QIRUFHPHQW#3ROLF\#DQG#´WKH#SULPDU\#SXUSRVH#RI#WKLV#
GRFXPHQW#LV#WR#RXWOLQH#WKH#SURFHVV#IROORZHG#E\#WKH#'HSDUWPHQW#LQ#
DGPLQLVWHULQJ#LWV#UHJXODWRU\#UHVSRQVLELOLW\1µ#+RZHYHU/#LW#GRHV#QRW#
VSHFLILFDOO\#LGHQWLI\#ZKDW#QHHGV#WR#EH#LQVSHFWHG#HLWKHU1#,W#VWDWHV/#
´(QIRUFHPHQW#RIILFLDOV#ZLOO#H[DPLQH#HYHU\#VXVSHFWHG#YLRODWLRQ#RI#ZKLFK#
WKH\#KDYH#NQRZOHGJH#DQG#XQGHUWDNH#DSSURSULDWH#DFWLRQ#FRQVLVWHQW#ZLWK#
WKLV#SROLF\1µ#2SHUDWLQJ#SODQV#WKDW#LGHQWLI\#LQVSHFWLRQ#QHHGV#KDYH#QRW#
EHHQ#GHYHORSHG#E\#WKH#YDULRXV#EUDQFKHV#RU#DW#WKH#GHSDUWPHQWDO#OHYHO1

617: :LWKRXW#D#SURFHVV#IRU#LGHQWLI\LQJ#ZKDW#QHHGV#WR#EH#LQVSHFWHG/#
WKHUH#LV#WKH#SRVVLELOLW\#WKDW#DQ#DUHD#RI#LQVSHFWLRQ#PD\#JHW#RYHUORRNHG1#:H#
LGHQWLILHG#WKH#IROORZLQJ#DUHDV#ZKHUH#QR#LQVSHFWLRQV#ZHUH#GRQH#GXULQJ#WKH#
\HDU#HQGHG#64#0DUFK#5334=#VLWH#DSSURYDOV#IRU#SHWUROHXP#VWRUDJH#
V\VWHPV/#SHWUROHXP#VSLOO#SUHYHQWLRQ#XSJUDGHV/#VDOYDJH#\DUGV/#ODQG#
DSSOLFDWLRQ#RI#ELRVROLGV/#DQG#VRLO#UHF\FOLQJ#IDFLOLWLHV1#:KLOH#ZH#DUH#QRW#
FRQFOXGLQJ#WKDW#LQVSHFWLRQV#VKRXOG#KDYH#EHHQ#SHUIRUPHG#LQ#HDFK#RI#WKHVH#
DUHDV/#ZH#DUH#VWDWLQJ#WKDW#WKHUH#VKRXOG#EH#D#SURFHVV#LQ#SODFH#WR#GHWHUPLQH#
ZKDW#VKRXOG#EH#LQVSHFWHG1

617; :LWKRXW#D#GHSDUWPHQWDO#DSSURDFK#IRU#LGHQWLI\LQJ#LQVSHFWLRQ#
QHHGV/#EUDQFKHV#KDYH#LQGHSHQGHQWO\#GHYHORSHG#WKHLU#RZQ#SUDFWLFHV1#$V#D#
UHVXOW#VRPH#EUDQFKHV#DUH#GRLQJ#PRUH#LQVSHFWLRQV#WKDQ#RWKHUV1#,QVSHFWLRQV#
DUH#EHLQJ#SHUIRUPHG#LQ#VRPH#SURJUDP#DUHDV#DQG#QRW#LQ#RWKHUV1

617< $W#SUHVHQW/#WKH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV#VSHQG#PRVW#
RI#WKHLU#WLPH#UHVSRQGLQJ#WR#SKRQH#FDOOV#IURP#WKH#SXEOLF#ZKLFK#LQYROYH#
FRPSODLQWV#DQG#LQIRUPDWLRQ#UHTXHVWV#RU#IURP#LQGXVWULHV#UHSRUWLQJ#
73 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
HQYLURQPHQWDO#LQFLGHQWV1#7KHVH#DUH#GRFXPHQWHG#XVLQJ#D#VWDQGDUG#IRUP#
FDOOHG#DQ#2FFXUUHQFH#5HSRUW1#3XEOLF#FRPPHQWV#RI#DOOHJHG#YLRODWLRQV#DUH#
D#YDOXDEOH#VRXUFH#IRU#LGHQWLI\LQJ#SRVVLEOH#VXEMHFWV#IRU#LQVSHFWLRQ/#EXW#LW#
LV#RQO\#RQH#RI#PDQ\#PHWKRGV#DQG#LW#VKRXOG#EH#UHFRJQL]HG#DV#VXFK1#
,QVSHFWLRQ#QHHGV#LGHQWLILHG#WKURXJK#2FFXUUHQFH#5HSRUWV#VKRXOG#EH#
SULRULWL]HG#DPRQJ#WKH#RWKHU#LQVSHFWLRQ#QHHGV1#

6183 7KH#'HSDUWPHQW#FRPPHQWHG#WKDW#WKH\#UHDOL]H#WKDW#WKH#LQVSHFWLRQ#
DSSURDFK#XVHG#E\#WKH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV#LV#UHDFWLYH#
+UHVSRQGLQJ#WR#FRPSODLQWV,#DQG#WKDW#SUREDEO\#RQO\#WZHQW\#SHUFHQW#RI#
WKHLU#WLPH#LV#VSHQW#GRLQJ#LQVSHFWLRQV1#7KH#'HSDUWPHQW#LQGLFDWHG#WKDW#WKH\#
ZRXOG#OLNH#WKH#LQVSHFWLRQ#DSSURDFK#WR#EH#SURDFWLYH#ZLWK#DSSUR[LPDWHO\#
HLJKW\#SHUFHQW#RI#WKH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV·#WLPH#VSHQW#
SHUIRUPLQJ#LQVSHFWLRQV1#)ROORZLQJ#D#UHRUJDQL]DWLRQ#LQ#6HSWHPEHU#5333/#
WKH#5HJLRQDO#(QKDQFHPHQW#&RPPLWWHH#ZDV#IRUPHG1#2QH#RI#LWV#REMHFWLYHV#
ZDV#WR#KHOS#DFKLHYH#WKH#JRDO#RI#SHUIRUPLQJ#PRUH#LQVSHFWLRQV1#:H#DUH#
SOHDVHG#WR#UHSRUW#WKDW#WKLV#&RPPLWWHH#LV#DFWLYH/#JDWKHULQJ#DQG#GHYHORSLQJ#
XVHIXO#LQIRUPDWLRQ#WR#LGHQWLI\#DUHDV#ZKHUH#WKH#UHJLRQV#FRXOG#EH#PRUH#
DFWLYH#LQ#SHUIRUPLQJ#LQVSHFWLRQV1#

6184 7KH#$SSURYDOV#%UDQFK#LV#UHVSRQVLEOH#IRU#LVVXLQJ#DQ#$SSURYDO#WR#
2SHUDWH/#DOORZLQJ#D#EXVLQHVV#WR#RSHUDWH#XQGHU#VSHFLILHG#FRQGLWLRQV#WKDW#
FRQWURO#LWV#GLVFKDUJHV#RI#JDVHV/#OLTXLGV#DQG#VROLGV#LQWR#WKH#HQYLURQPHQW1#
7KH#'HSDUWPHQW#LQIRUPHG#XV#WKDW#WKH\#XVH#VHYHUDO#DFWLYLWLHV#WR#PHDVXUH#
FRPSOLDQFH#ZLWK#WKH#FRQGLWLRQV#VWDWHG#LQ#WKH#$SSURYDO#WR#2SHUDWH1#7KHVH#
DFWLYLWLHV#LQFOXGH=#PRQLWRULQJ/#VDPSOLQJ/#UHYLHZLQJ#H[WHUQDO#DXGLW#
UHSRUWV/#DQG#SHUIRUPLQJ#LQVSHFWLRQV1#:H#ZHUH#WROG#WKDW#LQ#PRVW#FDVHV/#DQ#
LQVSHFWLRQ#ZDV#SHUIRUPHG#DV#SDUW#RI#WKH#DSSURYDO#UHQHZDO#SURFHVV1

6185 7KHUH#LV#QR#GRFXPHQWDWLRQ#LQGLFDWLQJ#WKDW#WKHUH#DUH#UHJXODU#
SODQQHG#LQVSHFWLRQV#RI#WKHVH#EXVLQHVVHV#E\#HLWKHU#WKH#$SSURYDOV#%UDQFK#
RU#WKH#UHJLRQDO#RIILFHV1#7KH#UHVSRQVLELOLW\#IRU#LQVSHFWLQJ#IRU#FRPSOLDQFH#
ZLWK#WKH#FRQGLWLRQV#VSHFLILHG#LQ#WKH#DSSURYDO#KDV#QRW#EHHQ#FOHDUO\#
DVVLJQHG#WR#HLWKHU#WKH#FHQWUDO#RIILFH#RU#WKH#UHJLRQDO#RIILFHV1

6186 :H#H[DPLQHG#D#VDPSOH#RI#VL[#EXVLQHVV#HQWLWLHV#KDYLQJ#FODVV#4#
DSSURYDOV#WR#GHWHUPLQH#ZKHQ#WKH\#KDG#ODVW#EHHQ#LQVSHFWHG1#+&ODVV#4#
DSSURYDOV#DUH#WKRVH#DOORZLQJ#GLVFKDUJHV#LQ#WKH#JUHDWHVW#YROXPH#DQG#DUH#
VHHQ#DV#KDYLQJ#WKH#JUHDWHVW#HQYLURQPHQWDO#ULVN1,#:H#UHTXHVWHG#ERWK#WKH#
$SSURYDOV#%UDQFK#DQG#WKH#UHJLRQDO#RIILFHV#WR#SURYLGH#GRFXPHQWDWLRQ#RI#
WKH#ODVW#LQVSHFWLRQ#SHUIRUPHG#RQ#WKHVH#EXVLQHVVHV1

6187 7KH#GRFXPHQWDWLRQ#LQGLFDWHG#WKDW#WKH#LQVSHFWLRQ#ZRUN#SHUIRUPHG#
E\#WKH#$SSURYDOV#%UDQFK#ZDV#YHU\#OLPLWHG1#)RU#WKUHH#RI#WKH#VL[/#WKHUH#
ZDV#QR#GRFXPHQWDWLRQ#RI#DQ#LQVSHFWLRQ1#)RU#WZR#RI#WKH#VL[/#WKHUH#ZDV#
GRFXPHQWDWLRQ#WKDW#WKH#VLWH#KDG#EHHQ#YLVLWHG#LQ#WKH#IDOO#RI#53341#7KH#
YLVLWV#ZHUH#SURPSWHG#E\#D#FRPSODLQW#RU#VXVSHFWHG#YLRODWLRQ/#DQG#WKH#
LQVSHFWLRQV#ZHUH#OLPLWHG#WR#WKH#LWHP#RI#FRQFHUQ1#)RU#RQH#RI#WKH#VL[/#WKHUH#
ZDV#GRFXPHQWDWLRQ#WKDW#WKH#VLWH#KDG#EHHQ#LQVSHFWHG#LQ#WKH#IDOO#RI#4<<;/#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 74



'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
RYHU#IRXU#\HDUV#DJR1#7KH#LQVSHFWLRQ#WRRN#SODFH#GXULQJ#WKH#SHULRG#ZKHQ#
WKH#DSSURYDO#ZDV#EHLQJ#UHQHZHG1#7KH#GRFXPHQWDWLRQ#WKDW#ZH#H[DPLQHG#
ZDV#LQ#WKH#IRUP#RI#ORJERRN#QRWHV/#DQ#HQJLQHHULQJ#DVVHVVPHQW/#DQG#
VDPSOLQJ#GDWD#DQG#GLG#QRW#FRQVWLWXWH#GRFXPHQWDWLRQ#RI#D#IXOO#LQVSHFWLRQ/#
LQGLFDWLQJ#ZKHWKHU#RU#QRW#WKH#EXVLQHVV#ZDV#FRPSO\LQJ#ZLWK#WKH#
FRQGLWLRQV#LQ#WKHLU#DSSURYDO1#

6188 7KH#GRFXPHQWDWLRQ#SURYLGHG#E\#WKH#UHJLRQDO#RIILFHV#LQGLFDWHG#
WKDW#D#IXOO#LQVSHFWLRQ/#PHDVXULQJ#FRPSOLDQFH#ZLWK#WKH#FRQGLWLRQV#LQ#WKH#
DSSURYDO/#ZDV#QRW#GRQH#IRU#DQ\#RI#WKH#VL[#EXVLQHVVHV#WHVWHG1#$OWKRXJK#
WKHUH#ZDV#HYLGHQFH#WKDW#WKH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV#KDG#
YLVLWHG#WKH#VLWH#VHYHUDO#WLPHV#ZLWKLQ#WKH#SDVW#WKUHH#\HDUV#IRU#ILYH#RI#WKH#
VL[#FDVHV/#WKHVH#VLWH#YLVLWV#ZHUH#LQ#UHVSRQVH#WR#LVRODWHG#RFFXUUHQFHV#DQG#
QRQH#ZHUH#D#IXOO#LQVSHFWLRQ#RI#WKH#FRQGLWLRQV#LQ#WKH#DSSURYDO1

6189 5HFRJQL]LQJ#WKDW#LQVSHFWLRQ#LV#RQO\#RQH#PHDQV#RI#PRQLWRULQJ#
FRPSOLDQFH#ZLWK#WKH#FRQGLWLRQV#LQ#WKH#DSSURYDO/#ZH#VHH#WKH#ODFN#RI#
LQVSHFWLRQ#LQ#WKLV#DUHD#DV#D#ULVN#WR#WKH#HQYLURQPHQW1#7KHUH#DUH#RYHU#9;3#
DFWLYH#DSSURYDOV#WKDW#KDYH#EHHQ#LVVXHG#WR#EXVLQHVV#HQWLWLHV#LQ#WKH#
3URYLQFH1#:H#UHFRJQL]H#WKH#'HSDUWPHQW·V#PRQLWRULQJ/#VDPSOLQJ#DQG#
WHVWLQJ#SURFHGXUHV#DV#LPSRUWDQW#PHDQV#RI#DVVHVVLQJ#FRPSOLDQFH#IRU#VRPH#
GLVFKDUJHV/#EXW#WKH\#DUH#QRW#D#UHSODFHPHQW#IRU#DQ#LQVSHFWLRQ#DW#WKH#VLWH1#

,V#LQVSHFWLRQ#ZRUN#SULRULWL]HG#
XVLQJ#D#ULVN#PDQDJHPHQW#
DSSURDFK"

618: :KLOH#ZH#DFNQRZOHGJH#WKDW#WKH#'HSDUWPHQW#LV#DZDUH#RI#ULVN#
PDQDJHPHQW#DQG#XVHV#WKLV#DSSURDFK#LQ#VRPH#DUHDV#RI#ZRUN/#VXFK#DV#WKH#
SURFHVV#RI#UHPHGLDWLRQ#IRU#FRQWDPLQDWHG#VLWHV#DQG#WKH#LVVXDQFH#RI#
LQGXVWULDO#DSSURYDOV/#WKH#'HSDUWPHQW#GRHV#QRW#XVH#D#ULVN#PDQDJHPHQW#
DSSURDFK#WR#GHWHUPLQH#ZKLFK#LQVSHFWLRQV#DUH#UHTXLUHG1#

618; 7KHUH#LV#QR#VWDQGDUG#PHWKRG#RI#SULRULWL]LQJ#LQVSHFWLRQ#ZRUN1#
6LQFH#GLIIHUHQW#EUDQFKHV#PDQDJH#PDQ\#SURJUDPV/#LW#LV#LPSRUWDQW#WKDW#WKH#
PHWKRG#RI#SULRULWL]LQJ#WKH#LQVSHFWLRQ#ZRUN#EH#D#GHSDUWPHQWDO#DSSURDFK1#

618< 7KH#DUHDV#UHFHLYLQJ#WKH#JUHDWHVW#LQVSHFWLRQ#HIIRUWV#PD\#RU#PD\#
QRW#EH#WKH#DUHDV#RI#JUHDWHVW#ULVN#WR#WKH#HQYLURQPHQW1#$V#ZH#LQGLFDWHG#
HDUOLHU/#WKH#GRFXPHQWDWLRQ#LQGLFDWHV#WKHUH#DUH#YHU\#IHZ#FRPSOHWH#
LQVSHFWLRQV#EHLQJ#SHUIRUPHG#RQ#EXVLQHVVHV#WKDW#KDYH#EHHQ#LVVXHG#DQ#
$SSURYDO#WR#2SHUDWH1#:H#DOVR#LQGLFDWHG#WKDW#VLWHV#ZHUH#QRW#LQVSHFWHG#
SULRU#WR#LVVXLQJ#WKH#DSSURYDO#WR#LQVWDOO#D#SHWUROHXP#VWRUDJH#V\VWHP1#,Q#
FRQWUDVW#WR#WKHVH#LQVSHFWLRQ#DUHDV/#WKH#'HSDUWPHQW#WROG#XV#WKH\#DUH#
SOHDVHG#ZLWK#WKH#LQVSHFWLRQ#SURJUDP#GHYHORSHG#IRU#XQVLJKWO\#SUHPLVHV#
DQG#WKH\#UHSRUWHG#GRLQJ#<:4#LQVSHFWLRQV#LQ#WKH#\HDU#HQGHG#64#0DUFK#
53341

6193 ,Q#UHJDUGV#WR#LGHQWLI\LQJ#DQG#PDQDJLQJ#ULVNV/#WKH#'HSDUWPHQW#
VKRXOG#FRQVLGHU#WKH#ILQDQFLDO#ULVN#WR#WKH#3URYLQFH1#7KHUH#DUH#VHYHUDO#
UHJXODWHG#DFWLYLWLHV#WKDW#DUH#SHUIRUPHG#E\#WKH#JRYHUQPHQW#LWVHOI#DQG#LQ#
VRPH#FDVHV#WKH#JRYHUQPHQW#RZQV#WKH#UHODWHG#SURSHUW\1#6LQFH#WKH#
3URYLQFH#LV#VHOI0LQVXUHG/#WKHUH#LV#QR#ILQDQFLDO#SURWHFWLRQ#VKRXOG#DQ#
75 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
HQYLURQPHQWDO#FOHDQXS#EH#UHTXLUHG1#$W#WKH#WLPH#RI#RXU#UHYLHZ/#WKHUH#
ZHUH#JRYHUQPHQW#DFWLYLWLHV#QRW#FRPSO\LQJ#ZLWK#OHJLVODWLRQ1#)RU#H[DPSOH/#
WKH#SHWUROHXP#UHJXODWLRQ#UHTXLUHV#WKDW#DOO#SHWUROHXP#VWRUDJH#V\VWHPV#
KDYLQJ#D#FDSDFLW\#JUHDWHU#WKDQ#5333#OLWUHV#EH#OLFHQVHG#IRU#XVH1#$W#WKH#
WLPH#RI#RXU#UHYLHZ/#WKHUH#ZHUH#HLJKWHHQ#XQOLFHQVHG#SHWUROHXP#VWRUDJH#
V\VWHPV#RZQHG#E\#PXQLFLSDOLWLHV#DQG#WKH#SURYLQFLDO#JRYHUQPHQW1#

'R#LQVSHFWRUV#KDYH#D#ZRUN#
VFKHGXOH#WKDW#LQFOXGHV#ERWK#
SODQQHG#URXWLQH#LQVSHFWLRQV#
DQG#QRQ0URXWLQH#LQVSHFWLRQV#
DULVLQJ#IURP#SXEOLF#FRPSODLQWV#
DQG#IROORZ0XS"

6194 7KH#LQVSHFWRUV#GR#QRW#XVH#LQVSHFWLRQ#VFKHGXOHV#WR#JXLGH#WKHLU#
ZRUN1#+RZHYHU/#VRPH#VKRUW0WHUP#VFKHGXOLQJ#LV#GRQH>#IRU#H[DPSOH/#DQ#
LQVSHFWRU#IURP#WKH#FHQWUDO#RIILFH#PD\#PDNH#SODQV#WR#JR#WR#DQ#DUHD#IRU#RQH#
RU#WZR#GD\V#WR#LQVSHFW#DOO#WKH#VLWHV#LQ#WKDW#DUHD1

6195 1RUPDOO\#LQVSHFWLRQV#DUH#PRUH#HIIHFWLYH#ZKHQ#QRWLILFDWLRQ#LV#QRW#
JLYHQ#SULRU#WR#LQVSHFWLRQ1#7KH#HOHPHQW#RI#VXUSULVH#LV#LPSRUWDQW#ZKHQ#
SHUIRUPLQJ#LQVSHFWLRQV#LQ#RUGHU#WR#REWDLQ#D#WUXH#UHSUHVHQWDWLRQ#RI#
RSHUDWLRQV1#,QVSHFWRUV#LQIRUPHG#XV#RI#VLWXDWLRQV#ZKHUH#WKH\#EHOLHYH#LW#LV#
QHFHVVDU\#WR#LQIRUP#WKH#HQWLW\#LQ#DGYDQFH#DQG#VFKHGXOH#DQ#LQVSHFWLRQ#
WLPH1#:H#DJUHH#WKDW#LQ#PDQ\#VLWXDWLRQV#LW#PD\#DSSHDU#WR#EH#PRUH#WLPH#
HIILFLHQW#WR#DUUDQJH#WKH#LQVSHFWLRQ#ZLWK#WKH#UHJXODWHG#HQWLW\>#KRZHYHU/#LW#
PD\#QRW#EH#QHFHVVDU\#DQG#LW#PD\#LQKLELW#DQ#LQVSHFWLRQ#RI#WKH#WUXH#
RSHUDWLRQV1#

5HFRPPHQGDWLRQV 6196 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FOHDUO\#DVVLJQ#WKH#
UHVSRQVLELOLW\#IRU#SHUIRUPLQJ#UHJXODU#SODQQHG#LQVSHFWLRQV#RI#WKH#
HQWLWLHV#KDYLQJ#DQ#$SSURYDO#WR#2SHUDWH1

6197 7R#DLG#LQ#WKH#HQIRUFHPHQW#RI#WKHLU#OHJLVODWLRQ/#WKH#
'HSDUWPHQW#VKRXOG#XVH#D#ULVN#PDQDJHPHQW#DSSURDFK#DQG#GHYHORS#DQ#
LQVSHFWLRQ#VWUDWHJ\#DQG#DQ#LQVSHFWLRQ#SODQ1#7KH#LQVSHFWLRQ#SODQ#
VKRXOG#LGHQWLI\#WKH#UHTXLUHG#LQVSHFWLRQ#ZRUN/#ERWK#WKH#DUHDV#IRU#
LQVSHFWLRQ#DQG#WKH#IUHTXHQF\#RI#LQVSHFWLRQ1#

6198 7KH#'HSDUWPHQW#VKRXOG#XVH#LQVSHFWLRQ#VFKHGXOHV#WR#DVVLJQ#
ZRUN#WR#WKH#LQVSHFWRUV1#7KH#LQVSHFWLRQ#VFKHGXOH#VKRXOG#LQFOXGH#ERWK#
URXWLQH#DQG#QRQ0URXWLQH#LQVSHFWLRQV1#+5RXWLQH#LQVSHFWLRQV#VKRXOG#EH#
GRQH#WR#FRQWURO#ULVNV#LQ#DFFRUGDQFH#ZLWK#D#SUHGHWHUPLQHG#FRYHUDJH#
SODQ1#1RQ0URXWLQH#LQVSHFWLRQV#VKRXOG#DOVR#EH#GRQH#ZKHQ#DSSURSULDWH/#
WR#DGGUHVV#FRPSODLQWV#UHFHLYHG#IURP#WKH#SXEOLF#DQG#WR#GHWHUPLQH#LI#
LGHQWLILHG#GHILFLHQFLHV#KDYH#EHHQ#FRUUHFWHG1,#

6199 7KH#'HSDUWPHQW#VKRXOG#PDNH#XVH#RI#WKH#ZRUN#RI#WKH#5HJLRQDO#
(QKDQFHPHQW#&RPPLWWHH#WR#LQFUHDVH#WKH#LQVSHFWLRQ#ZRUN#SHUIRUPHG#
E\#WKH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV1

'HSDUWPHQWDO#UHVSRQVH 619: 7KH#GHSDUWPHQW#ZLOO#EH#UHYLHZLQJ#WKH#LQVSHFWLRQ#QHHGV#UHODWLQJ#WR#
DSSURYDOV/#SHUPLWV/#DQG#FHUWLILFDWHV#DQG#GHYHORS#VHFWRU0VSHFLILF#
LQVSHFWLRQ#SURFHGXUHV1#%DVHG#RQ#WKHVH#LQVSHFWLRQ#QHHGV/#VWDQGDUGV#DQG#
VFKHGXOHV#ZLOO#EH#LGHQWLILHG#UHODWLQJ#WR#´$SSURYDOV#WR#2SHUDWHµ#DQG#RWKHU#
SHUPLWV1#7KLV#SURFHVV#LV#H[SHFWHG#WR#WDNH#WZR#\HDUV#DQG#ZLOO#UHVXOW#LQ#
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
GRFXPHQWHG#VHFWRU#VSHFLILF#LQVSHFWLRQ#SURFHGXUHV#DQG#VFKHGXOLQJ#
WLPHIUDPHV1

619; 7KH#VFKHGXOLQJ#RI#URXWLQH#DQG#QRQ0URXWLQH#LQVSHFWLRQV/#DQG#WKH#
DSSRUWLRQPHQW#RI#UHVRXUFHV#EHWZHHQ#WKHVH#WZR#LQVSHFWLRQ#FRPSRQHQWV/#
ZLOO#EH#UHIOHFWHG#WKURXJK#WKH#XVH#RI#LQGLYLGXDO#ZRUN#SODQV1#%\#5338/#WKH#
GHSDUWPHQW#LQWHQGV#WR#LQWHJUDWH#WKH#VFKHGXOLQJ#RI#URXWLQH#DQG#QRQ0
URXWLQH#LQVSHFWLRQV1#7KH#SURFHVV#IRU#GHYHORSLQJ#LQVSHFWLRQ#VFKHGXOHV/#WR#
EH#GRFXPHQWHG#LQ#WKH#SROLFLHV#DQG#SURFHGXUHV#PDQXDO/#ZLOO#EH#UHYLVHG#WR#
UHIOHFW#WKLV#LQWHJUDWLRQ1

619< 7KH#5HJLRQDO#(QKDQFHPHQW#&RPPLWWHH#LV#D#VWDQGLQJ#FRPPLWWHH#
RI#WKH#GHSDUWPHQW#DQG#ZLOO#FRQWLQXH#WR#ZRUN#WRZDUG#HQKDQFLQJ#WKH#
LQVSHFWLRQ#IXQFWLRQ1

&RQFOXVLRQ# 61:3 7KLV#FULWHULRQ#ZDV#QRW#PHW1#7KH#SODQQLQJ#RI#LQVSHFWLRQV#LV#
ODFNLQJ#EHFDXVH#WKH#DUHDV#UHTXLULQJ#LQVSHFWLRQ#DUH#QRW#FOHDUO\#LGHQWLILHG#
DQG#LQVSHFWLRQ#ZRUN#LV#QHLWKHU#SULRULWL]HG#QRU#VFKHGXOHG1

61:4 2XU#WKLUG#FULWHULRQ#ZDV=

,QVSHFWLRQV#VKRXOG#EH#SHUIRUPHG#LQ#DQ#HIILFLHQW#DQG#FRQVLVWHQW#
PDQQHU1#

61:5 7R#GHWHUPLQH#ZKHWKHU#WKLV#FULWHULRQ#ZDV#PHW/#ZH#JDWKHUHG#
LQIRUPDWLRQ#WR#DGGUHVV#WKH#IROORZLQJ#TXHVWLRQV1

• $UH#WKHUH#GRFXPHQWHG#SROLFLHV#DQG#SURFHGXUHV#IRU#LQVSHFWLRQV"#

• +RZ#DUH#LQVSHFWLRQV#GRFXPHQWHG"

• 'R#LQVSHFWLRQV#PHDVXUH#FRPSOLDQFH#ZLWK#WKH#OHJLVODWLRQ"#

$UH#WKHUH#GRFXPHQWHG#SROLFLHV#
DQG#SURFHGXUHV#IRU#
LQVSHFWLRQV"#

61:6 :KLOH#WKH#'HSDUWPHQW#GRHV#QRW#KDYH#D#SROLFLHV#DQG#SURFHGXUHV#
PDQXDO/#WKH#'HSDUWPHQW#GRHV#KDYH#D#&RPSOLDQFH#DQG#(QIRUFHPHQW#
3ROLF\1#7KH#SROLF\#LV#ORJLFDO#DQG#ZHOO#GRFXPHQWHG1#+RZHYHU/#LW#QHHGV#
UHYLVLRQ#EHFDXVH#LW#ZDV#FUHDWHG#LQ#4<<7#DQG#WKHUH#KDYH#EHHQ#QR#FKDQJHV#
WR#LW#VLQFH#LWV#FUHDWLRQ1#7KH#'HSDUWPHQW#UHFRJQL]HV#WKH#QHHG#WR#XSGDWH#
WKLV#SROLF\1#

61:7 ,QVSHFWRUV#DUH#QRW#JXLGHG#E\#GRFXPHQWHG#SURFHGXUHV1#6WDQGDUG#
SURFHGXUHV#SURYLGH#DQ#RUJDQL]HG#DSSURDFK#IRU#GRLQJ#ZRUN#DQG#WKH\#
FRQWULEXWH#WRZDUGV#FRQVLVWHQF\#LQ#SHUIRUPDQFH1#:LWKRXW#GHSDUWPHQWDO#
SROLFLHV#DQG#SURFHGXUHV/#HDFK#UHJLRQ#DQG#HDFK#EUDQFK#LV#OHIW#WR#GR#LWV#
EHVW1#7KLV#LV#OLNHO\#WR#OHDG#WR#LQFRQVLVWHQF\/#DQG#SHUKDSV#LQHTXLWLHV/#LQ#
WKH#SHUIRUPDQFH#RI#LQVSHFWLRQV1

61:8 :KLOH#WKH#'HSDUWPHQW#KDV#UHFRJQL]HG#WKH#QHHG#IRU#VWDQGDUG#
SURFHGXUHV#IRU#LQVSHFWLRQV#IRU#DW#OHDVW#WHQ#\HDUV/#WKH#SURFHGXUHV#KDYH#
QHYHU#EHHQ#GHYHORSHG1#:H#UHYLHZHG#D#ZRUN#SODQ#IRU#D#PDQDJHU#GDWHG
77 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
63#-XQH#4<<5/#WKDW#VWDWHG#WKH#IROORZLQJ#JRDO/#´7R#GHYHORS#D#JHQHUDO#
2SHUDWLRQV#3URFHGXUHV#0DQXDO#IRU#WKH#,QYHVWLJDWLRQV#)#(QIRUFHPHQW#
%UDQFK1µ#$SSUR[LPDWHO\#ILYH#\HDUV#ODWHU#LQ#4<<;/#DQ#2SHUDWLRQV#0DQXDO#
ZDV#VWDUWHG#IRU#WKH#5HJLRQDO#6HUYLFHV#DQG#(QIRUFHPHQW#%UDQFK1#/DEHOOHG#
ELQGHUV#ZLWK#SODVWLF#GLYLGHUV#ZHUH#SXUFKDVHG#DQG#D#7DEOH#RI#&RQWHQWV#
ZDV#FUHDWHG/#EXW#WKH#FRQWHQWV#ZHUH#QRW#ILQLVKHG1#$W#WKH#WLPH#RI#RXU#
UHYLHZ/#WKH#'HSDUWPHQW#VWLOO#UHFRJQL]HG#WKH#QHHG#IRU#VWDQGDUG#SURFHGXUHV#
DQG#WKHLU#SODQ#LV#WR#GHYHORS#´SURWRFROVµ#IRU#RSHUDWLRQV1#$#GUDIW#
&RPSOLDQFH#DQG#(QIRUFHPHQW#3URWRFRO#ZDV#SUHSDUHG#LQ#'HFHPEHU#5334>#
DV#RI#0D\#5335/#QR#IXUWKHU#ZRUN#KDG#EHHQ#GRQH1#

61:9 3ROLFLHV#DQG#SURFHGXUHV#DUH#DOVR#QHHGHG#IRU#SURFHVVLQJ#SXEOLF#
FRPSODLQWV1#:H#EHOLHYH#SURFHGXUHV#LQ#WKLV#DUHD#ZRXOG#EHQHILW#WKH#
LQVSHFWLRQ#IXQFWLRQ1#&RPSOHWLQJ#DQ#2FFXUUHQFH#5HSRUW#LV#WKH#VWDQGDUG#
PHWKRG#XVHG#E\#WKH#UHJLRQDO#RIILFHV#WR#GRFXPHQW#DOO#SXEOLF#FRPSODLQWV/#
LQIRUPDWLRQ#UHTXHVWV/#DQG#UHSRUWV#RI#HQYLURQPHQW0UHODWHG#LQFLGHQWV1#$V#D#
PHWKRG#RI#GRFXPHQWLQJ#SXEOLF#FRPSODLQWV#DQG#LQIRUPDWLRQ#UHTXHVWV/#WKH\#
DUH#D#YDOXDEOH#WRRO#IRU#WKH#'HSDUWPHQW1#+RZHYHU/#ZRUNLQJ#RQ#SXEOLF#
FRPSODLQWV#FDQ#ERWK#FRQVXPH#LQVSHFWLRQ#WLPH#DQG#GRPLQDWH#KRZ#WKH#
5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV#XVH#WKHLU#WLPH1#

61:: 2IWHQ/#WKH#SXUVXLW#RI#D#SXEOLF#FRPSODLQW#WDNHV#WKH#5HJLRQDO#
(QYLURQPHQWDO#,QVSHFWRU#WR#WKH#VLWH#WR#H[SORUH#WKH#DOOHJHG#YLRODWLRQ#RI#
OHJLVODWLRQ>#KRZHYHU/#LW#LV#UDUH#WKDW#WKH#IROORZ0XS#RI#D#SXEOLF#FRPSODLQW#
UHVXOWV#LQ#D#IXOO#LQVSHFWLRQ1#7KLV#ZRUN#PXVW#EH#FRQWUROOHG#VR#WKH#5HJLRQDO#
(QYLURQPHQWDO#,QVSHFWRUV#FDQ#ZRUN#HIILFLHQWO\#DQG#HIIHFWLYHO\#
FRQGXFWLQJ#SODQQHG#LQVSHFWLRQV1#3URFHGXUHV#DUH#QHHGHG#WR#ILOWHU#LQFLGHQWV#
UHSRUWHG#WKURXJK#WKH#2FFXUUHQFH#5HSRUWV#VR#WKDW#LQFLGHQWV#UHTXLULQJ#DQ#
LQVSHFWRU·V#DWWHQWLRQ#FDQ#EH#SULRULWL]HG#DQG#DGGUHVVHG#HIILFLHQWO\1

61:; :H#DUH#FRQILGHQW#ZLWK#WKH#'HSDUWPHQW·V#DELOLW\#WR#GHYHORS#
VWDQGDUG#SURFHGXUHV1#:H#UHYLHZHG#VHYHUDO#GHSDUWPHQWDO#GRFXPHQWV#WKDW#
ZH#WKLQN#DUH#YHU\#XVHIXO#UHVRXUFHV1#)RU#H[DPSOH/#WKH#JXLGHOLQH#DQG#
JXLGDQFH#PDQXDO#IRU#FRQWDPLQDWHG#VLWHV#DQG#WKH#GUDIW#'HVLJQDWHG#
,QVSHFWRU·V#7UDLQLQJ#0DQXDO#ERWK#FRQWDLQ#VRPH#XVHIXO#VWDQGDUG#
SURFHVVHV#DQG#SURFHGXUHV1#

+RZ#DUH#LQVSHFWLRQV#
GRFXPHQWHG"

61:< 7KH#'HSDUWPHQW#GRHV#QRW#KDYH#D#VWDQGDUG#PHWKRG#IRU#
GRFXPHQWLQJ#LQVSHFWLRQV1#7KHUH#DUH#RYHU#IRUW\#VWDII#PHPEHUV#ZKR#
SHUIRUP#LQVSHFWLRQV1#7KH\#ZRUN#RXW#RI#WKH#UHJLRQDO#RIILFHV#DQG#GLIIHUHQW#
EUDQFKHV#ZLWKLQ#WKH#FHQWUDO#RIILFH1#:H#IRXQG#YHU\#OLWWOH#FRQVLVWHQF\#LQ#
KRZ#LQVSHFWLRQV#DUH#GRFXPHQWHG#DQG#ZKHUH#WKH#GRFXPHQWDWLRQ#LV#NHSW1#
1HZ#HPSOR\HHV#LQ#WKH#UHJLRQDO#RIILFHV#DQG#WKH#$SSURYDOV#%UDQFK#
UHSRUWHG#WKDW#WKH\#UHFHLYHG#QR#WUDLQLQJ#RQ#KRZ#WR#GRFXPHQW#WKHLU#ZRUN1#

61;3 7KH#IROORZLQJ#LV#D#EULHI#GHVFULSWLRQ#RI#WKH#GLIIHUHQW#PHWKRGV#
EHLQJ#XVHG#WR#GRFXPHQW#LQVSHFWLRQV1#
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
• 7KH#2FFXUUHQFH#5HSRUW#LV#XVHG#E\#WKH#UHJLRQDO#RIILFHV1#6RPH#
LQFLGHQWV#UHSRUWHG#E\#WKH#SXEOLF#UHVXOW#LQ#D#5HJLRQDO#(QYLURQPHQWDO#
,QVSHFWRU#GRLQJ#DQ#LQVSHFWLRQ/#KHQFH#WKH#2FFXUUHQFH#5HSRUW#EHFRPHV#
WKH#LQVSHFWLRQ#UHSRUW1#:H#UHYLHZHG#D#VDPSOH#RI#WKLUW\0WZR#
2FFXUUHQFH#5HSRUWV/#ILIWHHQ#RI#ZKLFK#UHVXOWHG#LQ#LQVSHFWLRQV1#,Q#HDFK#
RI#WKHVH#ILIWHHQ#FDVHV/#ZH#IRXQG#WKH#2FFXUUHQFH#5HSRUW#WR#EH#D#ORJ#RI#
DFWLYLWLHV#SHUIRUPHG#E\#WKH#LQVSHFWRU#ZLWK#WKHLU#REVHUYDWLRQV>#
VRPHWLPHV#WKHUH#ZHUH#QRWHV#RQ#QRQ0FRPSOLDQFH1#7KHVH#LQVSHFWLRQV#
ZHUH#DFWXDOO\#D#FRQILUPDWLRQ#RI#D#UHSRUWHG#QRQ0FRPSOLDQFH1#7KHUH#
ZDV#QR#HYLGHQFH#WKDW#D#FRPSOHWH#LQVSHFWLRQ#PHDVXULQJ#FRPSOLDQFH#
ZLWK#OHJLVODWLRQ#KDG#EHHQ#GRQH1

• 7KH#'HSDUWPHQW#KDV#GHYHORSHG#VRPH#FKHFNOLVWV#WKDW#DUH#EHLQJ#XVHG#
HIIHFWLYHO\#IRU#VRPH#DUHDV#RI#LQVSHFWLRQ1#)LYH#RI#WKH#ILIWHHQ#
LQVSHFWLRQV#WKDW#ZH#UHYLHZHG#LQYROYHG#D#IXUQDFH#RLO#VSLOO#DQG#LQ#HDFK#
FDVH/#WKH#'HSDUWPHQW·V#FKHFNOLVW#IRU#IXUQDFH#RLO#VWRUDJH#WDQN#OHDNV#
ZDV#FRPSOHWHG#DQG#LQFOXGHG#ZLWK#WKH#2FFXUUHQFH#5HSRUW1#7KLV#
VXJJHVWV#WKDW#WKH#LQVSHFWRUV#FRQVLGHU#WKH#FKHFNOLVW#WR#EH#D#XVHIXO#WRRO#
ZKHQ#SHUIRUPLQJ#WKHLU#LQVSHFWLRQV1#:H#VDZ#RWKHU#LQVSHFWLRQ#
FKHFNOLVWV#WKDW#ZHUH#DOVR#EHLQJ#XVHG1#:KHQ#SURSHUO\#FRPSOHWHG/#
LQVSHFWLRQ#FKHFNOLVWV#FDQ#EH#DQ#HIILFLHQW#DQG#HIIHFWLYH#WRRO#IRU#
SHUIRUPLQJ#DQG#GRFXPHQWLQJ#LQVSHFWLRQV1#:H#ZHUH#SOHDVHG#WR#VHH#
WKDW#WKH#'HSDUWPHQW#LV#XVLQJ#VRPH#FKHFNOLVWV#DQG#ZH#HQFRXUDJH#WKH#
'HSDUWPHQW#WR#GHYHORS#PRUH1

• /RJERRNV#DUH#DOVR#XVHG#IRU#GRFXPHQWLQJ#LQVSHFWLRQ#LQIRUPDWLRQ1#
/RJERRNV#DUH#OLNH#D#MRXUQDO#ZKHUH#GDWHV#DQG#DFWLYLWLHV#DUH#
GRFXPHQWHG1#7KH\#FRQWDLQ#QRWHV#RQ#SKRQH#FRQYHUVDWLRQV/#PHHWLQJV/#
HWF1#LQ#DGGLWLRQ#WR#LQVSHFWLRQ#QRWHV1#(QJLQHHUV#LQ#WKH#$SSURYDOV#
%UDQFK#DQG#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV#UHSRUWHG#WKDW#WKH\#
XVH#ORJERRNV#IRU#GRFXPHQWLQJ#VLWH#YLVLWV1#7KH#'HSDUWPHQW#GRHV#QRW#
KDYH#SROLFLHV#DQG#SURFHGXUHV#UHODWLQJ#WR#WKH#XVH#RI#ORJERRNV1#:KHQ#
DQ#HPSOR\HH#OHDYHV#WKH#'HSDUWPHQW/#WKHVH#QRWHV#FDQ#EH#ORVW1

• $Q#(QJLQHHULQJ#$VVHVVPHQW#LV#D#GRFXPHQW#WKDW#LV#VRPHWLPHV#
SUHSDUHG#WR#VXSSRUW#WKH#DVVXPSWLRQV#DQG#FDOFXODWLRQV#XVHG#LQ#WKH#
DSSURYDO1#6WDII#LQ#WKH#$SSURYDOV#%UDQFK#VRPHWLPHV#GR#D#WRXU#ZKLOH#
RQ#D#VLWH/#JDWKHULQJ#LQIRUPDWLRQ#IRU#SUHSDULQJ#DQ#DSSURYDO1#7KLV#PD\#
JHW#UHFRUGHG#DW#WKH#HQG#RI#WKHLU#(QJLQHHULQJ#$VVHVVPHQW#LI#RQH#LV#
SUHSDUHG1#7KH#'HSDUWPHQW#GRHV#QRW#KDYH#SROLFLHV#DQG#SURFHGXUHV#
UHODWLQJ#WR#WKH#XVH#RI#(QJLQHHULQJ#$VVHVVPHQWV1#

61;4 :H#UHFRJQL]H#WKDW#GRFXPHQWLQJ#LQVSHFWLRQV#LV#D#FKDOOHQJH#IRU#WKH#
'HSDUWPHQW1#6LQFH#WKH#'HSDUWPHQW#LV#UHVSRQVLEOH#IRU#D#JUHDW#GHDO#RI#
OHJLVODWLRQ#DQG#WKH#YHU\#QDWXUH#RI#SHUIRUPLQJ#LQVSHFWLRQV#LQYROYHV#
H[DPLQLQJ#IRU#GHWDLO/#RQH#VWDQGDUG#IRUP#LV#QRW#OLNHO\#WR#EH#VXLWDEOH1

61;5 :H#ZHUH#SOHDVHG#WR#VHH#WKDW#WKH#GUDIW#'HVLJQDWHG#,QVSHFWRUV·#
7UDLQLQJ#0DQXDO#SURYLGHV#VRPH#JXLGDQFH#RQ#GRFXPHQWLQJ#LQVSHFWLRQV1#
79 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
:H#UHYLHZHG#WKLV#LQIRUPDWLRQ#DQG#IHHO#WKDW#LI#WKHVH#SUDFWLFHV#DUH#
LPSOHPHQWHG/#WKH\#ZLOO#OLNHO\#UHVROYH#PDQ\#RI#WKH#FXUUHQW#SUREOHPV#
UHODWLQJ#WR#GRFXPHQWLQJ#LQVSHFWLRQV1#

61;6 7KH#'HSDUWPHQW#GRHV#QRW#KDYH#D#SURFHVV#IRU#WUDFNLQJ#
LQVSHFWLRQV1#:LWKRXW#D#FRQVLVWHQW#PHWKRG#IRU#GRFXPHQWLQJ#LQVSHFWLRQV/#LW#
LV#GLIILFXOW#WR#ORFDWH#DQG#XVH#WKLV#LQIRUPDWLRQ1#7KLV#ZDV#GHPRQVWUDWHG#
ZKHQ#ZH#UHTXHVWHG#LQIRUPDWLRQ#IRU#WKH#DXGLW1#7KH#V\VWHP#ZDV#XQDEOH#WR#
SURYLGH#VRPH#RI#WKH#LQIRUPDWLRQ#ZH#UHTXHVWHG1#)RU#H[DPSOH/#WKH#
'HSDUWPHQW#ZDV#XQDEOH#WR#SURYLGH#DQ#DFFXUDWH#ILJXUH#IRU#WKH#QXPEHU#RI#
LQVSHFWLRQV#SHUIRUPHG#LQ#WKH#\HDU#HQGHG#64#0DUFK#53341#

61;7 5HODWLQJ#WR#LQVSHFWLRQ#GRFXPHQWDWLRQ/#ZH#QRWHG#WKDW#WKH#
'HSDUWPHQW#LV#QRW#FRPSO\LQJ#ZLWK#SDUDJUDSKV#58+6,#DQG#5:+9,#RI#WKH#
3HWUROHXP#3URGXFW#6WRUDJH#DQG#+DQGOLQJ#5HJXODWLRQ#0#&OHDQ#
(QYLURQPHQW#$FW1#3DUDJUDSK#58+6,#VWDWHV/#´7KH#LQVSHFWRU#VKDOO#ILOH#ZLWK#
WKH#0LQLVWHU#D#UHSRUW#VHWWLQJ#RXW#DQ#DVVHVVPHQW#RI#WKH#VHQVLWLYLW\#RI#WKH#
DUHD1µ#$QG#SDUDJUDSK#5:+9,#VWDWHV/#´:LWKLQ#VL[#ZHHNV#DIWHU#WKH#ILOLQJ#RI#
DQ#DSSOLFDWLRQ#IRU#D#VLWH#DSSURYDO/#WKH#0LQLVWHU#VKDOO#VHUYH#D#FRS\#RI#WKH#
LQVSHFWRU·V#UHSRUW#UHIHUUHG#WR#LQ#VXEVHFWLRQ#58+6,#RQ#WKH#DSSOLFDQW1µ#:H#
WDONHG#ZLWK#WKH#VWDII#LQYROYHG#ZLWK#SURFHVVLQJ#DSSOLFDWLRQV#IRU#VLWH#
DSSURYDOV#DQG#ZH#UHYLHZHG#WKUHH#VLWH#DSSURYDO#DSSOLFDWLRQV1#$Q#
LQVSHFWRU·V#UHSRUW#LV#QRW#EHLQJ#SUHSDUHG1#2QO\#D#VWDQGDUG#OHWWHU#LV#VHQW#WR#
WKH#DSSOLFDQW/#VWDWLQJ#WKDW#WKH#VLWH#DSSURYDO#DSSOLFDWLRQ#ZDV#UHFHLYHG#DQG#
DSSURYHG1#7KLV#LV#QRW#LQ#FRPSOLDQFH#ZLWK#OHJLVODWLRQ1

61;8 $#VHFRQG#REVHUYDWLRQ#PDGH/#ZKLOH#UHYLHZLQJ#WKH#WKUHH#
DSSOLFDWLRQV#IRU#DSSURYDOV#IRU#SHWUROHXP#WDQN#LQVWDOODWLRQV/#ZDV#WKDW#LQ#
RQH#FDVH/#WKH#WDQN#ZDV#LQVWDOOHG#VHYHUDO#GD\V#EHIRUH#WKH#DSSURYDO#ZDV#
LVVXHG1#7KH#5HJXODWLRQ#UHTXLUHV#WKDW#DQ#DSSURYDO#EH#REWDLQHG#EHIRUH#
WDQNV#DUH#LQVWDOOHG1#$FFRUGLQJ#WR#WKH#GRFXPHQWDWLRQ/#WKH#WDQN#ZDV#
LQVWDOOHG#RQ#8#0DUFK#5334/#VHYHUDO#GD\V#EHIRUH#WKH#DSSURYDO#ZDV#LVVXHG#
RQ#49#0DUFK1#7KLV#LVVXH#VKRXOG#KDYH#EHHQ#SXUVXHG#ZLWK#SRVVLEOH#
UDPLILFDWLRQV#WR#ERWK#WKH#VLWH#RZQHU#DQG#WKH#LQVWDOOHU1#:H#FRXOG#ILQG#QR#
HYLGHQFH#WKDW#WKH#'HSDUWPHQW#REVHUYHG#WKLV#LVVXH#DQG#ZH#QRWH#WKDW#WKH#
LQVWDOOHU#ZDV#UH0OLFHQVHG#IRU#WKH#IROORZLQJ#\HDU1#

'R#LQVSHFWLRQV#PHDVXUH#
FRPSOLDQFH#ZLWK#WKH#
OHJLVODWLRQ"#

61;9 ,QVSHFWLRQV#VKRXOG#PHDVXUH#FRPSOLDQFH#ZLWK#WKH#OHJLVODWLRQ1#
:KHUH#WKHUH#LV#GHWDLOHG#OHJLVODWLRQ#ZLWK#VSHFLILF#VWDQGDUGV#RU#ZKHUH#
DSSURYDOV/#SHUPLWV#RU#OLFHQVHV#KDYH#FRQGLWLRQV/#DQ#LQVSHFWLRQ#VKRXOG#
GHWHUPLQH#ZKHWKHU#RU#QRW#WKH#VWDQGDUGV#DQG#FRQGLWLRQV#DUH#PHW1

61;: :H#LGHQWLILHG#RYHU#WKLUW\#UHJXODWHG#DFWLYLWLHV#WKDW#FRXOG#EH#
LQVSHFWHG#E\#WKH#'HSDUWPHQW1#(DFK#DFWLYLW\#FDQ#KDYH#QXPHURXV#
LQVSHFWDEOH#VWDQGDUGV#RU#FRQGLWLRQV1#:H#GLG#QRW#UHYLHZ#LQVSHFWLRQV#
SHUIRUPHG#LQ#HDFK#RI#WKHVH#DUHDV1#:H#VHOHFWHG#D#IHZ#DFWLYLWLHV#PDQDJHG#
E\#GLIIHUHQW#EUDQFKHV#DQG#WKHQ#UHYLHZHG#WKH#LQVSHFWLRQ#ZRUN#GRQH#LQ#WKH#
VHOHFWHG#DUHD1#7KH#IROORZLQJ#REVHUYDWLRQV#ZHUH#PDGH#GXULQJ#WKLV#OLPLWHG#
UHYLHZ1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 7:



'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
• 7KH#5HPHGLDWLRQ#%UDQFK#LV#UHVSRQVLEOH#IRU#WKH#SHWUROHXP#OHJLVODWLRQ1#
:H#H[DPLQHG#LQVSHFWLRQV#GRQH#RQ#SHWUROHXP#VWRUDJH#V\VWHP#
UHPRYDOV1#2XU#UHYLHZ#RI#WKH#OHJLVODWLRQ#DQG#WKH#7DQN#5HPRYDO#
1RWLFH#)RUP#LQGLFDWHG#WKDW#WDQN#UHPRYDOV#VKRXOG#EH#LQVSHFWHG1#
,QVSHFWLRQ#RI#WDQN#UHPRYDOV#LV#LPSRUWDQW#WR#HQVXUH#LW#LV#GRQH#SURSHUO\#
DFFRUGLQJ#WR#VWDQGDUGV#LQ#WKH#UHJXODWLRQ#DQG#WR#GHWHUPLQH#LI#
FRQWDPLQDWLRQ#LV#SUHVHQW#VR#LW#FDQ#EH#SURSHUO\#KDQGOHG1#7KH#EUDQFK#
FRQILUPHG#WKDW#DOO#WDQN#UHPRYDOV#VKRXOG#EH#LQVSHFWHG#DQG#GLVFXVVLRQV#
ZLWK#VWDII#LQGLFDWH#WKDW#LQVSHFWLRQ#FRYHUDJH#LV#JRRG1#:KLOH#WKH#
5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRU#VLJQV#WKH#7DQN#5HPRYDO#1RWLFH#
)RUP#LQGLFDWLQJ#WKH#SURFHVV#ZDV#LQVSHFWHG/#WKHUH#LV#QR#HYLGHQFH#WKDW#
WKH#VWDQGDUGV#VWDWHG#LQ#WKH#SHWUROHXP#UHJXODWLRQ#ZLWK#UHVSHFW#WR#WDQN#
UHPRYDOV#KDYH#EHHQ#PHW1#

'XH#WR#WKH#ODFN#RI#GRFXPHQWDWLRQ#IRU#WKH#LQVSHFWLRQV#SHUIRUPHG/#ZH#
DUH#XQDEOH#WR#FRQFOXGH#DV#WR#ZKHWKHU#WKH#LQVSHFWLRQV#RI#SHWUROHXP#WDQN#
UHPRYDOV#DUH#HIIHFWLYH1#

• 6DOYDJH#\DUGV#DUH#VXEMHFW#WR#LQVSHFWLRQ#XQGHU#WKH#8QVLJKWO\#3UHPLVHV#
$FW/#ZKLFK#LV#WKH#UHVSRQVLELOLW\#RI#WKH#(QIRUFHPHQW#%UDQFK1#$#
FKHFNOLVW#KDV#EHHQ#SUHSDUHG#WR#IDFLOLWDWH#WKHVH#LQVSHFWLRQV1#:H#
UHYLHZHG#WKH#FKHFNOLVW#DQG#FRPSDUHG#LW#WR#WKH#OHJLVODWLRQ1#7KH#
FKHFNOLVW#DSSHDUHG#FRPSOHWH1#,W#ZRXOG#EH#DQ#HIIHFWLYH#DQG#HIILFLHQW#
ZD\#RI#GRFXPHQWLQJ#WKLV#W\SH#RI#LQVSHFWLRQ1#+RZHYHU/#WKH#
'HSDUWPHQW#LV#QR#ORQJHU#SHUIRUPLQJ#WKHVH#LQVSHFWLRQV>#WKH\#KDYH#QRW#
GRQH#WKHP#IRU#RYHU#WZR#\HDUV1#7KHUH#DSSHDUV#WR#EH#D#SUREOHP#ZLWK#
FRRUGLQDWLRQ#EHWZHHQ#WKH#'HSDUWPHQW#RI#3XEOLF#6DIHW\/#ZKR#LV#
UHVSRQVLEOH#IRU#WKH#OLFHQVLQJ#RI#WKH#VDOYDJH#GHDOHUV/#DQG#WKH#
'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#ZKR#LV#
UHVSRQVLEOH#IRU#LQVSHFWLQJ#IRU#FRPSOLDQFH#ZLWK#WKH#8QVLJKWO\#
3UHPLVHV#$FW1#$V#RI#-XQH#5335/#WKHUH#ZHUH#;;#OLFHQVHG#VDOYDJH#
GHDOHUV1#

• 7KH#6WHZDUGVKLS#%UDQFK#PDQDJHV#WKH#SHVWLFLGH#SURJUDP1#'XULQJ#WKH#
\HDU#HQGHG#64#0DUFK#5334/#LQVSHFWLRQV#ZHUH#SHUIRUPHG#WR#
GHWHUPLQH#LI#YHQGRUV#VHOOLQJ#SHVWLFLGHV#ZHUH#OLFHQVHG#DQG#LI#RSHUDWRUV#
DSSO\LQJ#SHVWLFLGHV#KDG#SHUPLWV#DQG#ZHUH#FHUWLILHG1#7KHVH#
LQVSHFWLRQV#ZHUH#SHUIRUPHG#XVLQJ#D#FKHFNOLVW#LQGLFDWLQJ#WKH#
UHTXLUHPHQWV#RI#WKH#OHJLVODWLRQ1#:KLOH#WKH#LQVSHFWLRQ#FRYHUDJH#ZDV#
OLPLWHG#+OHVV#WKDQ#WHQ#SHUFHQW#RI#WKH#YHQGRUV#DQG#OHVV#WKDQ#ILIWHHQ#
SHUFHQW#RI#WKH#SHUPLW#KROGHUV#ZHUH#LQVSHFWHG,/#ZH#FRQVLGHU#WKH#
LQVSHFWLRQV#SHUIRUPHG#WR#EH#HIIHFWLYH1#7KH\#ZHUH#ZHOO#GRFXPHQWHG#
ZLWK#WKH#VWDQGDUG#FKHFNOLVW#FRPSOHWHG#DQG#WKHQ#VLJQHG#E\#ERWK#WKH#
LQVSHFWRU#DQG#WKH#RSHUDWRU1#$#FRQFOXVLRQ#RI#SDVV#RU#IDLO#ZDV#PDGH#DV#
D#UHVXOW#RI#WKH#LQVSHFWLRQ1#$QG/#D#GHFLVLRQ#ZDV#PDGH#DV#WR#ZKHWKHU#RU#
QRW#UH0LQVSHFWLRQ#ZDV#UHTXLUHG1

• 7KH#5HJLRQDO#6HUYLFHV#%UDQFK#LV#UHVSRQVLEOH#IRU#WKH#ZRUN#FRQGXFWHG#
E\#WKH#LQVSHFWRUV#LQ#WKH#UHJLRQDO#RIILFHV1#7KHVH#LQVSHFWRUV#DUH#
7; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
UHVSRQVLEOH#IRU#DOO#HQYLURQPHQWDO#OHJLVODWLRQ#DQG#DV#ZH#PHQWLRQHG/#
WKH\#GRFXPHQW#WKHLU#LQVSHFWLRQV#XVLQJ#2FFXUUHQFH#5HSRUWV1#:H#
UHYLHZHG#D#VDPSOH#RI#ILIWHHQ#LQVSHFWLRQV#SHUIRUPHG#E\#WKH#5HJLRQDO#
(QYLURQPHQWDO#,QVSHFWRUV1#,Q#HDFK#FDVH/#WKH#LQVSHFWLRQ#ZDV#D#
UHVSRQVH#WR#D#UHSRUWHG#LQFLGHQW#DQG#LW#ZDV#QRW#D#IXOO#LQVSHFWLRQ1#)RU#
H[DPSOH/#ZH#UHYLHZHG#RQH#2FFXUUHQFH#5HSRUW#ZKHUH#WKH#5HJLRQDO#
(QYLURQPHQWDO#,QVSHFWRU#UHVSRQGHG#WR#D#SXEOLF#FRPSODLQW#WKDW#D#ILVK#
SODQW#ZDV#JLYLQJ#DZD\#ILVK#KHDGV1#8QGHU#WKH#$SSURYDO#WR#2SHUDWH/#
WKHUH#DUH#FRQGLWLRQV#FRQFHUQLQJ#WKH#SURSHU#GLVSRVDO#RI#ILVK#ZDVWHV1#
7KH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRU#YLVLWHG#WKH#ILVK#SODQW#DQG#JRW#
WKH#PDQDJHU·V#DJUHHPHQW#WR#FHDVH#WKH#SUDFWLFH1#:H#EHOLHYH#WKDW#WKLV#
LVVXH#ZDV#QRW#KDQGOHG#SURSHUO\1#6LQFH#WKH#5HJLRQDO#(QYLURQPHQWDO#
,QVSHFWRU#GHFLGHG#WKDW#WKLV#LVVXH#ZDV#ZRUWK\#RI#IROORZ0XS/#DQG#D#YLVLW#
WR#WKH#ILVK#SODQW/#ZH#EHOLHYH#WKH#LQVSHFWRU#VKRXOG#KDYH#SHUIRUPHG#DQ#
LQVSHFWLRQ#YHULI\LQJ#FRPSOLDQFH#ZLWK#DOO#WKH#FRQGLWLRQV#LQ#WKH#
DSSURYDO1

61;; :LWK#WKH#H[FHSWLRQ#RI#WKH#LQVSHFWLRQ#FKHFNOLVWV/#PRVW#RI#WKH#
LQVSHFWLRQ#UHSRUWV#ZH#H[DPLQHG#XVHG#H[FHSWLRQ#UHSRUWLQJ/#ZKHUH#RQO\#
LVVXHV#RI#QRQ0FRPSOLDQFH#DUH#GRFXPHQWHG/#UDWKHU#WKDQ#IXOO#UHSRUWLQJ#
ZKHUH#ERWK#FRPSOLDQFH#DQG#QRQ0FRPSOLDQFH#DUH#LQGLFDWHG1#)XOO#UHSRUWLQJ#
LV#PRUH#HIIHFWLYH>#E\#GRFXPHQWLQJ#DOO#RI#WKH#DWWULEXWHV#ZKHUH#FRPSOLDQFH#
ZDV#PHDVXUHG/#LW#SURYLGHV#EHWWHU#HYLGHQFH#WKDW#D#WKRURXJK#LQVSHFWLRQ#ZDV#
SHUIRUPHG1#

61;< 7KHVH#REVHUYDWLRQV/#UHODWLQJ#WR#WKH#DPRXQW#RI#LQVSHFWLRQ#
FRYHUDJH#DQG#WKH#FRPSOHWHQHVV#RI#WKH#LQVSHFWLRQ#UHSRUWV/#VXJJHVW#WKDW#
LQVSHFWLRQV#PHDVXULQJ#FRPSOLDQFH#ZLWK#WKH#OHJLVODWLRQ#DUH#EHLQJ#
HIIHFWLYHO\#SHUIRUPHG#LQ#VRPH#DUHDV#DQG#QRW#HIIHFWLYHO\#SHUIRUPHG#LQ#
RWKHU#DUHDV1

61<3 7KH#DXGLW#ILQGLQJV#GLVFXVVHG#XQGHU#WKH#ODVW#WZR#FULWHULD#UHODWH#WR#
WKH#SODQQLQJ#DQG#FRQGXFWLQJ#RI#LQVSHFWLRQV1#:H#EHOLHYH#WKDW#WKH#
'HSDUWPHQW#ZDV#DZDUH#WKDW#WKLV#LV#DQ#DUHD#ZKHUH#LPSURYHPHQWV#FDQ#EH#
PDGH1#$V#SDUW#RI#WKH#'HSDUWPHQW·V#QHZ#RUJDQL]DWLRQDO#VWUXFWXUH#
HIIHFWLYH#6HSWHPEHU#5333/#D#&RPPLWWHH#RQ#&RPSOLDQFH#ZDV#WR#EH#
IRUPHG#LQ#WKH#IDOO#RI#53331#:H#ZHUH#GLVDSSRLQWHG#WR#OHDUQ#WKDW#WKLV#
GHSDUWPHQWDO#FRPPLWWHH#ZDV#QRW#IRUPHG1#:H#EHOLHYH#WKH#GHSDUWPHQWDO#
&RPPLWWHH#RQ#&RPSOLDQFH#FRXOG#JUHDWO\#KHOS#WKH#'HSDUWPHQW#IXOILO#LWV#
PDQGDWH#WR#´HQVXUH#HIIHFWLYH#HQIRUFHPHQW#RI/#DQG#FRPSOLDQFH#ZLWK/#
HQYLURQPHQWDO#OHJLVODWLRQ#DQG#UHJXODWLRQV1µ

5HFRPPHQGDWLRQ 61<4 7KH#'HSDUWPHQW#VKRXOG#XSGDWH#LWV#&RPSOLDQFH#DQG#
(QIRUFHPHQW#3ROLF\1

'HSDUWPHQWDO#UHVSRQVH 61<5 7KH#GHSDUWPHQW#ZLOO#UHYLHZ#DQG#UHYLVH#WKH#H[LVWLQJ#&RPSOLDQFH#
DQG#(QIRUFHPHQW#3ROLF\1
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
5HFRPPHQGDWLRQ 61<6 7KH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#VWDQGDUG#SURFHGXUHV#IRU#
SHUIRUPLQJ#DQG#GRFXPHQWLQJ#LQVSHFWLRQV1#7KH#DSSURYHG#SURFHGXUHV#
VKRXOG#EH#GLVWULEXWHG#WR#DOO#LQVSHFWRUV1

'HSDUWPHQWDO#UHVSRQVH 61<7 7KH#GHSDUWPHQW#VXSSRUWV#WKLV#FRQFHSW/#DQG#ZLOO#FRQWLQXH#WR#
GHYHORS#DQG#LPSOHPHQW#WKH#XVH#RI#SURWRFROV#DQG#FKHFNOLVWV#DV#RQH#IRUP#RI#
GRFXPHQWLQJ#LQVSHFWLRQV1#6RPH#DFWLRQ#KDV#DOUHDG\#EHHQ#WDNHQ#LQ#WKLV#
UHJDUG1#7KH#'HVLJQDWHG#,QVSHFWRUV·#7UDLQLQJ#0DQXDO#FRQWDLQV#D#VHFWLRQ#
WKDW#SURYLGHV#JXLGDQFH#WR#LQVSHFWRUV#RQ#GRFXPHQWLQJ#LQVSHFWLRQV1

5HFRPPHQGDWLRQ 61<8 7KH#'HSDUWPHQW#VKRXOG#SUHSDUH#WKH#LQVSHFWRU·V#UHSRUW#
UHTXLUHG#E\#SDUDJUDSK#58+6,#RI#WKH#3HWUROHXP#3URGXFW#6WRUDJH#DQG#
+DQGOLQJ#5HJXODWLRQ#0#&OHDQ#(QYLURQPHQW#$FW#DQG#LVVXH#D#FRS\#RI#WKH#
LQVSHFWRU·V#UHSRUW#WR#WKH#DSSOLFDQW/#DV#UHTXLUHG#E\#SDUDJUDSK#5:+9,#
RI#WKH#UHJXODWLRQ1

'HSDUWPHQWDO#UHVSRQVH 61<9 7KH#GHSDUWPHQW#KDV#VWXGLHG#WKLV#LVVXH#DQG#KDV#FRQFOXGHG#WKDW#D#
UHSRUW#SUHSDUHG#E\#D#TXDOLILHG#HQJLQHHU#IURP#D#SULYDWH#VHFWRU#FRPSDQ\/#
ZKLFK#VHWV#RXW#DQ#DVVHVVPHQW#RI#WKH#VHQVLWLYLW\#RI#WKH#DUHD/#DQG#WKHQ#
UHYLHZHG#E\#WKH#LQVSHFWRU#ZRXOG#EH#DQ#DFFHSWDEOH#DOWHUQDWLYH#WR#WKH#
H[LVWLQJ#UHTXLUHPHQW1#7KLV#LQ#WXUQ/#ZRXOG#SHUPLW#PRUH#HIIHFWLYH#XVH#RI#WKH#
LQVSHFWRUV·#WLPH1#7KH#GHSDUWPHQW#ZLOO#FRQVLGHU#SURSRVLQJ#WR#DPHQG#WKH#
3HWUROHXP#6WRUDJH#DQG#+DQGOLQJ#5HJXODWLRQ#²#&OHDQ#(QYLURQPHQW#$FW#WR#
HQDEOH#WKLV#FKDQJH#LQ#SUDFWLFH1

5HFRPPHQGDWLRQ 61<: 7KH#'HSDUWPHQW#VKRXOG#FRQVLGHU#WKH#LQVSHFWLRQ#RI#VDOYDJH#
\DUGV#ZKHQ#SHUIRUPLQJ#D#ULVN#DVVHVVPHQW#DQG#GHYHORSLQJ#DQ#
LQVSHFWLRQ#VWUDWHJ\#DQG#DQ#LQVSHFWLRQ#SODQ1#

'HSDUWPHQWDO#UHVSRQVH 61<; «#WKH#GHSDUWPHQW#KDV#EHHQ#ZRUNLQJ#ZLWK#WKH#'HSDUWPHQW#RI#
3XEOLF#6DIHW\#WR#SURSRVH#DPHQGPHQWV#WR#WKH#8QVLJKWO\#3UHPLVHV#$FW/#
ZKLFK#ZRXOG#HQDEOH#WKH#GHSDUWPHQW#WR#DGPLQLVWHU#D#VDOYDJH#GHDOHUV#
SHUPLWWLQJ#VFKHPH1#7KLV#PD\#HQWDLO#DPHQGPHQWV#WR#WKH#$FW#WR#LPSURYH#
HQIRUFHPHQW1

5HFRPPHQGDWLRQ 61<< 7KH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#LWV#&RPPLWWHH#RQ#
&RPSOLDQFH#LQ#DFFRUGDQFH#ZLWK#LWV#SODQ#RI#6HSWHPEHU#53331

'HSDUWPHQWDO#UHVSRQVH 61433 7KLV#&RPPLWWHH#ZDV#WR#UHYLHZ#FRPSOLDQFH#LVVXHV/#WLPLQJ/#DQG#
H[SORUH#RWKHU#HQIRUFHPHQW#RSWLRQV#ZKHUH#DSSURSULDWH1#,W#ZDV#DOVR#
LQWHQGHG#WR#VHUYH#DV#D#PHDQV#RI#HQVXULQJ#WKH#HQIRUFHPHQW#DUHDV#DUH#
DZDUH#RI#WKH#VWDWXV#RI#DOO#QRQ0FRPSOLDQFH#LVVXHV1#7KLV#&RPPLWWHH#ZDV#
QRW#HVWDEOLVKHG1#7KH#GHSDUWPHQW#ZLOO#UHYLHZ#WKH#FRQFHSW#RI#D#&RPPLWWHH#
RQ#&RPSOLDQFH#DQG#WKH#UROH#RI#D#&RPSOLDQFH#&RRUGLQDWRU1

&RQFOXVLRQ# 61434 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#:KLOH#WKH#'HSDUWPHQW#GRHV#
KDYH#D#XVHIXO#&RPSOLDQFH#DQG#(QIRUFHPHQW#3ROLF\/#LW#GRHV#QRW#KDYH#
VWDQGDUG#SURFHGXUHV#IRU#SHUIRUPLQJ#DQG#GRFXPHQWLQJ#LQVSHFWLRQV1#7KH#
'HSDUWPHQW·V#LQFRQVLVWHQF\#LQ#GRFXPHQWLQJ#LQVSHFWLRQV#LPSDLUV#WKH#
83 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
XVHIXOQHVV#RI#ERWK#WKH#LQIRUPDWLRQ#REWDLQHG#DQG#WKH#ZRUN#SHUIRUPHG1#
2XU#WHVWLQJ#LQGLFDWHG#WKDW#LQVSHFWLRQV#DUH#EHLQJ#HIILFLHQWO\#DQG#
FRQVLVWHQWO\#SHUIRUPHG#LQ#VRPH#DUHDV#DQG#QRW#LQ#RWKHU#DUHDV1

8VLQJ#WKH#UHVXOWV#RI#
LQVSHFWLRQV

61435 2XU#IRXUWK#FULWHULRQ#ZDV=

,QVSHFWLRQ#UHVXOWV#VKRXOG#EH#XVHG#WR#PHDVXUH#FRPSOLDQFH#ZLWK#
OHJLVODWLRQ#DQG#FRQWULEXWH#WR#HQIRUFHPHQW#DFWLRQV1

61436 7R#GHWHUPLQH#ZKHWKHU#WKLV#FULWHULRQ#ZDV#PHW/#ZH#JDWKHUHG#
LQIRUPDWLRQ#WR#DGGUHVV#WKH#IROORZLQJ#TXHVWLRQV1

• 'R#WKH#SURFHVVHV#IRU#LVVXLQJ#OLFHQVHV/#SHUPLWV/#DSSURYDOV/#HWF1#
LQFRUSRUDWH#WKH#UHVXOWV#RI#LQVSHFWLRQV"

• :KDW#DUH#WKH#UDPLILFDWLRQV#IRU#QRQ0FRPSOLDQFH"#

• :KHUH#FRPSOLDQFH#FDQQRW#EH#DFKLHYHG/#LV#FRPSOHWH#DQG#DFFXUDWH#
LQIRUPDWLRQ#SURYLGHG#WR#WKH#(QIRUFHPHQW#%UDQFK#IRU#DFWLRQ"#

'R#WKH#SURFHVVHV#IRU#LVVXLQJ#
OLFHQVHV/#SHUPLWV/#DSSURYDOV/#
HWF1#LQFRUSRUDWH#WKH#UHVXOWV#RI#
LQVSHFWLRQV"

61437 :LWKLQ#VRPH#SURJUDPV/#WKH#SURFHVV#IRU#LVVXLQJ#D#OLFHQVH#RU#DQ#
DSSURYDO#GRHV#QRW#LQFRUSRUDWH#WKH#UHVXOWV#RI#LQVSHFWLRQV1#)RU#H[DPSOH/#
WKH#OLFHQVLQJ#RI#SHWUROHXP#VWRUDJH#V\VWHPV#LV#DQ#DGPLQLVWUDWLYH#WDVN#WKDW#
LV#LQGHSHQGHQW#RI#LQVSHFWLRQ1#7KH#OLFHQVLQJ#SURFHVV#GRHV#QRW#UHTXLUH#DQ#
LQVSHFWLRQ#SULRU#WR#LVVXLQJ#WKH#ILUVW#OLFHQVH#DQG#DQ#LQVSHFWLRQ#LV#QRW#
UHTXLUHG#IRU#WKH#DQQXDO#UHQHZDO#RI#D#OLFHQVH1#,I#WKH#5HJLRQDO#
(QYLURQPHQWDO#,QVSHFWRU#GLG#LQVSHFW#D#SHWUROHXP#VWRUDJH#V\VWHP/#WKHUH#LV#
QR#UHSRUWLQJ#V\VWHP#LQ#SODFH#WR#QRWLI\#WKH#SHUVRQ#UHVSRQVLEOH#IRU#
OLFHQVLQJ1#$#VHFRQG#H[DPSOH#LV#WKH#LVVXDQFH#RI#DSSURYDOV#E\#WKH#
$SSURYDOV#%UDQFK1#$OWKRXJK#WKH#SURFHVV#IRU#UHQHZLQJ#DSSURYDOV#
LQYROYHV#VROLFLWLQJ#FRPPHQWV#IURP#WKH#UHJLRQDO#RIILFHV/#LW#LV#VXUSULVLQJ#
WKDW#WKH#UHQHZDO#RI#DQ#DSSURYDO#LV#QRW#GHSHQGHQW#RQ#KDYLQJ#ILUVW#SDVVHG#
DQ#LQVSHFWLRQ1

61438 7KH#FXUUHQW#LQIRUPDWLRQ#PDQDJHPHQW#V\VWHPV#GR#QRW#VXSSRUW#WKH#
LQWHJUDWLRQ#RI#WKH#OLFHQVLQJ#DQG#LQVSHFWLRQ#IXQFWLRQV1#:KLOH#VRPH#RI#WKH#
SURFHVVHV#IRU#LVVXLQJ#DSSURYDOV#DQG#OLFHQVHV#XVH#DXWRPDWHG#LQIRUPDWLRQ#
V\VWHPV/#DOO#LQVSHFWLRQV#DUH#SHUIRUPHG#DQG#GRFXPHQWHG#PDQXDOO\1#$OVR/#
WKH#DXWRPDWHG#LQIRUPDWLRQ#V\VWHPV#WKDW#GR#H[LVW#DUH#VWDQG0DORQH#V\VWHPV#
IRU#HDFK#SURJUDP/#VXFK#DV#SHVWLFLGHV/#SHWUROHXP#SURGXFWV#VWRUDJH#DQG#
KDQGOLQJ/#DSSURYDOV#DQG#HQIRUFHPHQW1#$QG/#WKHUH#DUH#VRPH#SURJUDPV#
ZLWKLQ#WKH#6WHZDUGVKLS#%UDQFK#WKDW#XVH#PDQXDO#UHFRUG#NHHSLQJ1#,I#
LQIRUPDWLRQ#LV#QRW#HDVLO\#VKDUHG#EHWZHHQ#WKH#OLFHQVLQJ#DQG#LQVSHFWLRQ#
IXQFWLRQV/#WKHQ#LQWHJUDWLRQ#LV#GLIILFXOW1#

61439 7KH#FXUUHQW#LQFRQVLVWHQF\#LQ#GRFXPHQWLQJ#LQVSHFWLRQV#GRHV#QRW#
VXSSRUW#WKH#LQWHJUDWLRQ#RI#LQVSHFWLRQ#ZLWK#WKH#LVVXDQFH#RI#OLFHQVHV#DQG#
DSSURYDOV1#:H#EHOLHYH#WKHVH#IXQFWLRQV#VKRXOG#EH#LQWHJUDWHG1#7KHUH#DUH#
VHYHUDO#WLPHV#GXULQJ#WKH#OLFHQVLQJ#DQG#DSSURYDO#SURFHVVHV#ZKHQ#
LQVSHFWLRQ#ZRXOG#EH#DSSURSULDWH1#)RU#H[DPSOH/#DQ#LQVSHFWLRQ#FRXOG#WDNH#
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
SODFH#EHIRUH#WKH#DSSURYDO#RU#OLFHQVH#LV#LVVXHG#IRU#WKH#ILUVW#WLPH/#WR#
GHWHUPLQH#WKH#OLNHOLKRRG#RI#FRPSOLDQFH1#$Q#LQVSHFWLRQ#FRXOG#WDNH#SODFH#
GXULQJ#WKH#DSSURYDO#RU#OLFHQVH#SHULRG#WR#PRQLWRU#FRPSOLDQFH1#$QG/#DQ#
LQVSHFWLRQ#FRXOG#WDNH#SODFH#VRRQ#DIWHU#DQ#DSSURYDO#RU#OLFHQVH#H[SLUHG#WR#
HQVXUH#RSHUDWLRQV#KDYH#FHDVHG1#:H#DUH#QRW#VXJJHVWLQJ#WKDW#LQVSHFWLRQV#
VKRXOG#EH#SHUIRUPHG#DW#DOO#RI#WKHVH#WLPHV/#EXW#WKHVH#WLPHV#DUH#FRQVLGHUHG#
DV#SRWHQWLDO#LQVSHFWLRQ#SRLQWV1

:KDW#DUH#WKH#UDPLILFDWLRQV#IRU#
QRQ0FRPSOLDQFH"#

6143: $#SURFHVV#IRU#HQIRUFHPHQW#RI#WKH#OHJLVODWLRQ#KDV#EHHQ#HVWDEOLVKHG#
DQG#GRFXPHQWHG#LQ#WKH#'HSDUWPHQW·V#&RPSOLDQFH#DQG#(QIRUFHPHQW#
3ROLF\1#7KH#SROLF\#SURYLGHV#VHYHUDO#DFWLRQV#WKDW#FDQ#EH#XVHG#WR#SURPRWH#
FRPSOLDQFH1#,W#VWDWHV/#´,I#WKH#LQVSHFWRU#ILQGV#WKDW#WKH#DOOHJHG#YLRODWRU#GLG#
QRW#WDNH#DOO#UHDVRQDEOH#VWHSV#WR#SUHYHQW#GDPDJH#WR#WKH#HQYLURQPHQW/#WKH#
LQVSHFWRU#FDQ#LQLWLDWH#RQH#RU#PRUH#RI#WKH#IROORZLQJ#WR#SURGXFH#
FRPSOLDQFH=#ZDUQLQJV>#VFKHGXOHV#RI#FRPSOLDQFH>#PLQLVWHULDO#RUGHUV>#DQG#
LQMXQFWLRQV1µ#7KHUH#LV#QR#IOH[LELOLW\#LQ#FHUWDLQ#VLWXDWLRQV#DQG#HQIRUFHPHQW#
DFWLRQV#DUH#LPPHGLDWH/#RWKHUZLVH#LW#LV#WKH#'HSDUWPHQW·V#SKLORVRSK\#WR#
ZRUN#ZLWK#WKH#UHJXODWHG#SDUW\#WR#REWDLQ#FRPSOLDQFH#ZKHQHYHU#SRVVLEOH1#

6143; /HJLVODWLRQ#DXWKRUL]HV#WKH#0LQLVWHU#WR#HQIRUFH#WKH#OHJLVODWLRQ/#
DQG#HYHQ#VWDWHV#VRPH#UDPLILFDWLRQV#IRU#RIIHQFHV#LQFOXGLQJ#WKH#ULJKW#WR=#

• UHYRNH/#FDQFHO/#DQG#VXVSHQG#D#OLFHQFH/#SHUPLW#RU#DSSURYDO>#
• LVVXH#DGPLQLVWUDWLYH#SHQDOWLHV>#DQG#
• WDNH#OHJDO#DFWLRQ#ZLWK#ILQHV#UDQJLQJ#IURP#'833#D#GD\#WR#'4#PLOOLRQ#D#

GD\1#

6143< 7KH#(QIRUFHPHQW#%UDQFK#DGPLQLVWHUV#WKHVH#UDPLILFDWLRQV1

61443 7KH#ODVW#UHRUJDQL]DWLRQ#JDYH#WKH#(QIRUFHPHQW#%UDQFK#LWV#RZQ#
LGHQWLW\1#7KLV#EUDQFK#LV#UHVSRQVLEOH#IRU#LQYHVWLJDWLQJ#HQYLURQPHQWDO#
RIIHQFHV#DQG#SXUVXLQJ#SURVHFXWLRQ#ZKHQ#DSSURSULDWH1#$#SURFHVV#KDV#EHHQ#
HVWDEOLVKHG#VR#WKDW#ZKHQ#LQVSHFWRUV#LGHQWLI\#UHJXODWHG#SDUWLHV#ZKR#ZLOO#
QRW#FRPSO\#ZLWK#OHJLVODWLRQ/#WKH#FDVH#FDQ#EH#UHIHUUHG#WR#WKH#(QIRUFHPHQW#
%UDQFK1

:KHUH#FRPSOLDQFH#FDQQRW#EH#
DFKLHYHG/#LV#FRPSOHWH#DQG#
DFFXUDWH#LQIRUPDWLRQ#SURYLGHG#
WR#WKH#(QIRUFHPHQW#%UDQFK#IRU#
DFWLRQ"#

61444 :H#ZHUH#SOHDVHG#WKDW#WKH#'HSDUWPHQW#KDV#D#SURFHVV#IRU#HQIRUFLQJ#
WKH#OHJLVODWLRQ/#ZLWK#UDPLILFDWLRQV#IRU#QRQ0FRPSOLDQFH>#KRZHYHU/#WKH#
HQIRUFHPHQW#SURFHVV#LV#QRW#DOZD\V#XVHG#ZKHQ#LW#VKRXOG#EH1#:KHUH#
FRPSOLDQFH#LV#QRW#DFKLHYHG/#LQIRUPDWLRQ#LV#QRW#DOZD\V#SURYLGHG#WR#WKH#
(QIRUFHPHQW#%UDQFK#IRU#DFWLRQ1

61445 2XU#REVHUYDWLRQV#LQGLFDWH#WKDW#VRPHWLPHV#WKH#SURFHVV#ZDV#
IROORZHG>#DQG#DW#RWKHU#WLPHV/#NQRZQ#LQFLGHQWV#RI#QRQ0FRPSOLDQFH#ZHUH#
QRW#SXUVXHG1#:H#H[DPLQHG#ILOHV#ZKHUH#LQIRUPDWLRQ#ZDV#SURYLGHG#WR#WKH#
(QIRUFHPHQW#%UDQFK#IRU#DFWLRQ/#LQFOXGLQJ#RQH#IURP#RXU#VDPSOH#RI#ILIWHHQ#
LQVSHFWLRQV1#+RZHYHU/#WKH#IROORZLQJ#REVHUYDWLRQV#LQGLFDWH#WKDW#NQRZQ#
LQFLGHQWV#RI#QRQ0FRPSOLDQFH#ZHUH#QRW#DOZD\V#SXUVXHG1
85 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
• ,Q#WKH#\HDU#HQGHG#64#0DUFK#5334#WKHUH#ZHUH#6;:#+UHSUHVHQWLQJ#47(,#
XQOLFHQVHG#SHWUROHXP#VWRUDJH#V\VWHPV1#:H#EHOLHYH#D#OLVW#RI#WKHVH#
VKRXOG#KDYH#EHHQ#IRUZDUGHG#WR#WKH#(QIRUFHPHQW#%UDQFK>#QRQH#ZHUH1#

• :H#H[DPLQHG#DQ#LQVSHFWLRQ#SHUIRUPHG#E\#WKH#$SSURYDOV#%UDQFK#LQ#
$XJXVW#5333#WKDW#VWDWHG/#´WKH\#DUH#LQ#YLRODWLRQ#RI#WKHLU#DSSURYDO#DV#
WKH\#VWLOO#ZDVK#WUXFNV#ZLWK#SHWUROHXP#«µ1#7KHUH#ZDV#QR#
GRFXPHQWDWLRQ#RI#IROORZ0XS#RI#WKLV#LVVXH#DQG#WKH#FDVH#ZDV#QRW#
IRUZDUGHG#WR#WKH#(QIRUFHPHQW#%UDQFK1#7KH#$SSURYDOV#%UDQFK#
FRQILUPHG#WKDW#WKLV#VLWXDWLRQ#KDG#QRW#EHHQ#SURSHUO\#KDQGOHG1

61446 6LQFH#4<<4/#WKH#QXPEHU#RI#FDVHV#SURFHVVHG#DQQXDOO\#E\#WKH#
(QIRUFHPHQW#%UDQFK#KDV#UDQJHG#IURP#99#WR#4551#7KHVH#ILJXUHV#DSSHDUHG#
ORZ#WR#XV#DQG#WKH#EUDQFK#FRQILUPHG#WKDW#WKH\#SUREDEO\#GR#QRW#UHFHLYH#DOO#
WKH#FDVHV#WKDW#VKRXOG#EH#IRUZDUGHG1

61447 7KH#LQVSHFWLRQ#SRSXODWLRQ#LV#HQRUPRXV1#:H#LGHQWLILHG#RYHU#WKLUW\#
UHJXODWHG#DFWLYLWLHV/#HDFK#KDYLQJ#QXPHURXV#LQVSHFWDEOH#VWDQGDUGV#RU#
FRQGLWLRQV#DQG#HDFK#KDYLQJ#PDQ\#UHJXODWHG#SDUWLHV#VXEMHFW#WR#LQVSHFWLRQ1#
)RU#H[DPSOH/#WKHUH#DUH#RYHU#9;3#EXVLQHVVHV#WKDW#KDYH#EHHQ#LVVXHG#DQ#
$SSURYDO#WR#2SHUDWH1#(DFK#DSSURYDO#FRQWDLQV#VHYHUDO#VSHFLILF#FRQGLWLRQV>#
D#YLRODWLRQ#RI#RQH#FRQGLWLRQ#FRXOG#UHVXOW#LQ#HQIRUFHPHQW#DFWLRQV1#$#
VHFRQG#H[DPSOH#LV#WKDW#WKHUH#DUH#RYHU#5/733#OLFHQVHG#SHWUROHXP#VWRUDJH#
VLWHV#WKDW#PXVW#FRPSO\#ZLWK#WKH#QXPHURXV#VWDQGDUGV#VSHFLILHG#LQ#WKH#
UHJXODWLRQ1#$#WKLUG#H[DPSOH#LV#WKDW#WKHUH#DUH#RYHU#<3#OLFHQVHG#UHGHPSWLRQ#
FHQWUHV#IRU#EHYHUDJH#FRQWDLQHUV#WKDW#PXVW#FRPSO\#ZLWK#WKH#UHJXODWLRQV1

61448 ,Q#WKH#\HDU#HQGHG#64#0DUFK#5333/#WKH#'HSDUWPHQW#HYDOXDWHG#LWV#
RZQ#SHUIRUPDQFH#WR#GHWHUPLQH#LI#WKH#&RPSOLDQFH#DQG#(QIRUFHPHQW#
3ROLF\#ZDV#EHLQJ#IROORZHG1#7KH#FRQFOXVLRQ#RI#WKH#UHSRUW#VWDWHV/#´%\#DQG#
ODUJH#WKH#SROLF\#DSSHDUV#VRXQG#DQG#LV#ZHOO#VXSSRUWHG#E\#VWDII1#7KHUH#DUH#
VRPH#SURJUDP#DUHDV#ZKHUH#WKH#SUDFWLFHV#FRXOG#EH#FRQVLGHUHG#WR#EH#IXOO\#
FRQVLVWHQW#ZLWK#WKH#VWDWHG#SROLF\1#7KHUH#DUH#IDU#PRUH#DUHDV#ZKHUH#WKH#
SUDFWLFHV#DUH#QRW#FRQVLVWHQW1µ

61449 :KLOH#WKH#(QIRUFHPHQW#%UDQFK#PD\#QRW#UHFHLYH#DOO#WKH#FDVHV#WKDW#
WKH\#VKRXOG/#WKH#FDVHV#WKDW#LQVSHFWRUV#GR#IRUZDUG#WR#WKH#(QIRUFHPHQW#
%UDQFK#DUH#YDOLG#VLWXDWLRQV#RI#QRQ0FRPSOLDQFH1#7KH#(QIRUFHPHQW#
%UDQFK·V#0DQDJHU#RI#,QYHVWLJDWLRQV#WROG#XV#WKDW#ZKHUH#FRPSOLDQFH#
FDQQRW#EH#DFKLHYHG/#FRPSOHWH#DQG#DFFXUDWH#LQIRUPDWLRQ#LV#SURYLGHG#WR#
WKH#(QIRUFHPHQW#%UDQFK#IRU#DFWLRQ1#+H#HVWLPDWHG#WKDW#QLQHW\#SHUFHQW#RI#
WKH#UHIHUUDOV#UHVXOWHG#LQ#HQIRUFHPHQW#DFWLRQV1#

6144: 7KH#(QIRUFHPHQW#%UDQFK#PD\#PRUH#HIIHFWLYHO\#KDQGOH#WKH#ZRUN#
UHJDUGLQJ#XQOLFHQVHG#SHWUROHXP#VWRUDJH#VLWHV/#ZKLFK#LV#FXUUHQWO\#JLYHQ#WR#
WKH#5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV#IRU#IROORZ0XS1#'XULQJ#RXU#UHYLHZ#
RI#WKH#SHWUROHXP#UHJXODWLRQ#DQG#WKH#ZRUN#GRQH#E\#WKH#5HPHGLDWLRQ#
%UDQFK/#ZH#PDGH#WKH#IROORZLQJ#REVHUYDWLRQV#UHJDUGLQJ#XQOLFHQVHG#
SHWUROHXP#VWRUDJH#V\VWHPV1#
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
6144; 7KH#SHWUROHXP#UHJXODWLRQ#UHTXLUHV#WKH#IROORZLQJ1

• $OO#SHWUROHXP#VWRUDJH#V\VWHPV#KDYLQJ#D#FDSDFLW\#JUHDWHU#WKDQ#5333#
OLWUHV#DUH#WR#EH#UHJLVWHUHG#ZLWK#WKH#'HSDUWPHQW1#

• $OO#SHWUROHXP#VWRUDJH#V\VWHPV#DUH#WR#EH#OLFHQVHG#IRU#XVH1#/LFHQVHV#
DUH#IRU#RQH#\HDU1

• 6WRUDJH#V\VWHPV#WKDW#DUH#QRW#RSHUDWLQJ#DUH#WR#EH#GHFRPPLVVLRQHG1#

6144< $FFRUGLQJ#WR#WKH#UHJXODWLRQ/#WKHUH#VKRXOG#QRW#EH#DQ\#XQOLFHQVHG#
VWRUDJH#V\VWHPV1#6WRUDJH#V\VWHPV#WKDW#DUH#QRW#RSHUDWLQJ#DUH#VXSSRVHG#WR#
EH#GHFRPPLVVLRQHG#RU#UHPRYHG1#,I#VWRUDJH#V\VWHPV#DUH#RSHUDWLQJ#
ZLWKRXW#D#OLFHQVH/#WKHQ#WKH#VLWH#RZQHU#LV#EUHDNLQJ#WKH#ODZ1#,I#D#VXSSOLHU#LV#
ILOOLQJ#DQ#XQOLFHQVHG#WDQN/#WKHQ#WKH#VXSSOLHU#LV#EUHDNLQJ#WKH#ODZ1#2QH#
XQOLFHQVHG#RSHUDWLQJ#VWRUDJH#V\VWHP#FRXOG#UHVXOW#LQ#HQIRUFHPHQW#DFWLRQV#
ZLWK#WZR#SDUWLHV#²#WKH#RZQHU#DQG#WKH#VXSSOLHU1#7KH#IROORZLQJ#WDEOH#VKRZV#
WKH#QXPEHU#RI#OLFHQVHG#SHWUROHXP#VWRUDJH#V\VWHPV#DQG#WKH#OLFHQVLQJ#
SHUFHQWDJH#IRU#HDFK#RI#WKH#SDVW#ILYH#\HDUV1#,W#LQGLFDWHV#WKDW#WKHUH#KDYH#
EHHQ#EHWZHHQ#53:#DQG#73:#XQOLFHQVHG#VWRUDJH#V\VWHPV#RYHU#WKH#ILYH0\HDU#
SHULRG#4<<:053341#'XULQJ#WKLV#SHULRG/#WKHUH#ZHUH#QR#FDVHV#UHIHUUHG#WR#
WKH#(QIRUFHPHQW#%UDQFK#IRU#LQYHVWLJDWLRQ#WKDW#UHODWHG#WR#XQOLFHQVHG#
SHWUROHXP#VWRUDJH#V\VWHPV1

([KLELW#614
3HWUROHXP#6WRUDJH#6LWHV#0#7UHQG#
$QDO\VLV

61453 :H#PDGH#WKH#IROORZLQJ#REVHUYDWLRQV#UHODWLQJ#WR#WKH#WDEOH1

• 47(#RI#WKH#UHJLVWHUHG#VLWHV#ZHUH#XQOLFHQVHG#LQ#53341#7KLV#VXJJHVWV#
WKDW#WKH#OLFHQVLQJ#UHTXLUHPHQW#ZDV#QRW#EHLQJ#HQIRUFHG1

• )URP#4<<:#WR#5333/#WKH#´3HUFHQWDJH#/LFHQVHGµ#ILJXUH#VWHDGLO\#
GHFOLQHG#+IRU#WKUHH#\HDUV,#ZLWK#WKH#ILJXUH#EHLQJ#UHODWLYHO\#WKH#VDPH#
IRU#WKH#SDVW#WZR#\HDUV1#7KLV#VOLSSDJH#PD\#LQGLFDWH#D#ODFN#RI#
HQIRUFHPHQW#DFWLYLW\1#

)LVFDO#<HDU 1RW#/LFHQVHG /LFHQVHG
3HUFHQWDJH#
/LFHQVHG

5333#0#5334 6;: 5/78: ;9(
4<<<#0#5333 73: 5/833 ;9(
4<<;#0#4<<< 697 5/8;< ;;(
4<<:#0#4<<; 65: 5/98< ;<(
4<<9#0#4<<: 53: 5/:;6 <6(

6RXUFH= $QQXDO#5HSRUWV

1RWHV= 1RW#/LFHQVHG=#UHJLVWHUHG#VLWHV#WKDW#FDQQRW#EH#XVHG#IRU#SHWUROHXP#VWRUDJH

/LFHQVHG=#UHJLVWHUHG#VLWHV#WKDW#KROG#D#YDOLG#SHWUROHXP#VWRUDJH#OLFHQVH
87 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
• 2I#WKH#73:#XQOLFHQVHG#VLWHV#LQ#5333/#WKH#JURXSV#FODVVLILHG#DV#KDYLQJ#
WKH#JUHDWHVW#ULVN#+FRPPHUFLDO/#UHWDLO#DQG#EXON,#DFFRXQWHG#IRU#94(1

• 7KHUH#DUH#PXQLFLSDOLW\#RZQHG#VLWHV#DQG#JRYHUQPHQW#RZQHG#VLWHV#
ZLWKLQ#WKH#´1RW#/LFHQVHGµ#JURXS1#7KLV#VXJJHVWV#WKDW#WKH#'HSDUWPHQW#
LV#QRW#FRPSO\LQJ#ZLWK#LWV#RZQ#OHJLVODWLRQ1

5HFRPPHQGDWLRQ 61454 7R#DLG#LQ#WKH#HQIRUFHPHQW#RI#WKH#OHJLVODWLRQ/#WKH#'HSDUWPHQW#
VKRXOG#LQWHJUDWH#WKH#LQVSHFWLRQ#IXQFWLRQ#ZLWK#WKH#SURFHVVHV#IRU#
LVVXLQJ#OLFHQVHV/#SHUPLWV/#DSSURYDOV/#HWF1#

'HSDUWPHQWDO#UHSRQVH 61455 7KH#GHSDUWPHQW#LV#H[SORULQJ#WKH#SRVVLELOLW\#RI#GHYHORSLQJ#D#
ODUJHU/#FRPSUHKHQVLYH#GHSDUWPHQW0ZLGH#LQIRUPDWLRQ#V\VWHP#ZKLFK#ZLOO#
VHUYH#WR#LQWHJUDWH#RFFXUUHQFHV/#FRPSOLDQFH#DQG#HQIRUFHPHQW#ZLWKLQ#WKH#
GHSDUWPHQW1

5HFRPPHQGDWLRQ 61456 7KH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#D#UHSRUWLQJ#V\VWHP#IRU#
LQVSHFWLRQ#UHVXOWV#VR#SUREOHPV#DQG#FRPPRQ#LVVXHV#DUH#LGHQWLILHG#DQG#
DSSURSULDWH#FRUUHFWLYH#DFWLRQ#LV#WDNHQ#RQ#D#WLPHO\#EDVLV1

'HSDUWPHQWDO#UHVSRQVH 61457 7KH#GHSDUWPHQW#DFNQRZOHGJHV#WKDW#VXFK#D#V\VWHP#LV#QHFHVVDU\1#
7KH#GHSDUWPHQW#ZLOO#ILUVW#FRQGXFW#D#EXVLQHVV#DQDO\VLV#RI#WKH#RYHUDOO#
IXQFWLRQ#RI#UHSRUWLQJ#ZLWKLQ#WKH#GHSDUWPHQW/#WR#HVWDEOLVK#WKH#EXVLQHVV#
SURFHVV#QHHGHG/#LQFOXGLQJ#VWDQGDUGV/#IRUPV/#FKHFNOLVWV/#UHSRUWV/#HWF1#
%DVHG#RQ#WKH#ILQGLQJV#RI#WKLV#DQDO\VLV/#WKH#GHSDUWPHQW#ZLOO#LGHQWLI\#
SRVVLEOH#RSWLRQV#DQG#QH[W#VWHSV1

5HFRPPHQGDWLRQ 61458 ,QVSHFWLRQV#VKRXOG#FRQWULEXWH#PRUH#WRZDUGV#WKH#HQIRUFHPHQW#
RI#OHJLVODWLRQ1#7KH#'HSDUWPHQW#VKRXOG#FRQVLVWHQWO\#SUDFWLFH#WKH#
FRPSOLDQFH#DQG#HQIRUFHPHQW#DFWLYLWLHV#VHW#RXW#LQ#WKH#SROLF\1#

'HSDUWPHQWDO#UHVSRQVH 61459 7KH#GHSDUWPHQW#ZLOO#GHYHORS#SURFHGXUHV#IRU#QRQ0FRPSOLDQFH#DV#D#
FRPSRQHQW#RI#WKH#SURSRVHG#SROLFLHV#DQG#SURFHGXUHV#PDQXDO1#$#FOHDUO\#
DUWLFXODWHG#SURFHVV#IRU#SHUIRUPLQJ#DQG#GRFXPHQWLQJ#LQVSHFWLRQV#ZLWK#DQ#
LQWHJUDWHG#IXOO#UHSRUWLQJ#PHFKDQLVP/#VKRXOG#DGGUHVV#PDQ\#RI#WKH#LVVXHV#
KLJKOLJKWHG#E\#WKH#2IILFH#RI#WKH#$XGLWRU#*HQHUDO1

5HFRPPHQGDWLRQ 6145: 7KH#'HSDUWPHQW#VKRXOG#GHWHUPLQH#ZK\#WKHUH#DUH#RYHU#683#
UHJLVWHUHG#SHWUROHXP#VWRUDJH#V\VWHPV#WKDW#DUH#QRW#OLFHQVHG#DQG#
DGGUHVV#WKLV#LVVXH1#$#SURFHVV#VKRXOG#EH#HVWDEOLVKHG#WR#DFKLHYH#DQG#
PDLQWDLQ#433(#OLFHQVLQJ1

'HSDUWPHQWDO#UHVSRQVH 6145; 7KH#GHSDUWPHQW#KDV#UHVHDUFKHG#WKLV#LVVXH#RI#XQOLFHQVHG#
SHWUROHXP#VWRUDJH#V\VWHPV#DQG#D#UHFRPPHQGDWLRQ#KDV#EHHQ#GHYHORSHG1#
7KH#GHSDUWPHQW#KDV#FRQFOXGHG#WKDW#WKH#PRVW#HIIHFWLYH#DSSURDFK#WR#
DGGUHVV#WKLV#QRQ0FRPSOLDQFH#LV#WKURXJK#WKH#OLFHQVLQJ#RI#WKRVH#
LQGLYLGXDOV2FRPSDQLHV#VHOOLQJ#DQG#GHOLYHULQJ#SHWUROHXP#SURGXFWV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 88



'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
&RQFOXVLRQ# 6145< 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#:KLOH#ZH#ZHUH#SOHDVHG#WR#ILQG#
WKDW#WKH#'HSDUWPHQW#KDV#HVWDEOLVKHG#DQG#GRFXPHQWHG#D#SURFHVV#IRU#
HQIRUFLQJ#WKH#OHJLVODWLRQ#ZKLFK#LQYROYHV#LQVSHFWLRQ/#ZH#ZHUH#
GLVDSSRLQWHG#WR#ILQG#WKDW#WKLV#SURFHVV#LV#QRW#FRQVLVWHQWO\#IROORZHG#DQG#
WKDW#QRW#DOO#FDVHV#RI#QRQ0FRPSOLDQFH#DUH#IROORZHG0XS#RU#IRUZDUGHG#WR#WKH#
(QIRUFHPHQW#%UDQFK1

%HLQJ#DFFRXQWDEOH#0#
PRQLWRULQJ#DQG#
UHSRUWLQJ#RQ#WKH#
LQVSHFWLRQ#IXQFWLRQ

61463 2XU#ILIWK#FULWHULRQ#ZDV=

7KH#'HSDUWPHQW#VKRXOG#KDYH#SURFHGXUHV#WR#PHDVXUH#DQG#
UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#WKHLU#LQVSHFWLRQ#IXQFWLRQ1#

61464 7R#GHWHUPLQH#ZKHWKHU#WKLV#FULWHULRQ#ZDV#PHW/#ZH#JDWKHUHG#
LQIRUPDWLRQ#WR#DGGUHVV#WKH#IROORZLQJ#TXHVWLRQV1

• $UH#WKHUH#SHUIRUPDQFH#LQGLFDWRUV#ZLWK#PRQLWRULQJ#SURFHGXUHV#IRU#WKH#
LQVSHFWRUV#DQG#WKH#LQVSHFWLRQ#SURFHVV"#

• 'RHV#WKH#'HSDUWPHQW#KDYH#UHOHYDQW#DQG#DFFXUDWH#UHSRUWLQJ#RQ#WKH#
HIIHFWLYHQHVV#RI#LQVSHFWLRQV"

$UH#WKHUH#SHUIRUPDQFH#
LQGLFDWRUV#ZLWK#PRQLWRULQJ#
SURFHGXUHV#IRU#WKH#LQVSHFWRUV#
DQG#WKH#LQVSHFWLRQ#SURFHVV"#

61465 7KH#'HSDUWPHQW#LQIRUPHG#XV#WKDW#WKH\#GR#QRW#KDYH#GHSDUWPHQWDO#
JRDOV#RU#SHUIRUPDQFH#LQGLFDWRUV#ZLWK#PRQLWRULQJ#SURFHGXUHV#IRU#HLWKHU#
WKH#LQVSHFWRUV#RU#WKH#LQVSHFWLRQ#SURFHVV1#

61466 2XU#ILQGLQJV#DOVR#LQGLFDWHG#WKDW#WKH#'HSDUWPHQW#ZDV#QRW#
FRPSO\LQJ#ZLWK#JRYHUQPHQW#SROLF\#ZKLFK#VWDWHV/#´3XEOLF#6HUYLFH#
(PSOR\HHV#DUH#WR#UHFHLYH#SHUIRUPDQFH#DSSUDLVDOV#LQ#NHHSLQJ#ZLWK#WKH#
IROORZLQJ#JXLGHOLQHV1µ#7KH#JXLGHOLQH#VWDWHV/#´3XEOLF#6HUYDQWV#VKRXOG#
UHFHLYH#D#IRUPDO#ZULWWHQ#HYDOXDWLRQ#RI#WKHLU#MRE#SHUIRUPDQFH/#RQ#D#
FRQVLVWHQW#SHULRGLF#EDVLV1µ#

61467 ,QWHUYLHZLQJ#VWDII#PHPEHUV#DQG#UHYLHZLQJ#SHUVRQQHO#ILOHV#
LQGLFDWHG#WKDW#HPSOR\HH#SHUIRUPDQFH#HYDOXDWLRQV#DUH#FXUUHQWO\#QRW#EHLQJ#
GRQH#DQQXDOO\#IRU#PDQ\#VWDII1#:H#H[DPLQHG#WKH#SHUVRQQHO#ILOHV#IRU#QLQH#
5HJLRQDO#(QYLURQPHQWDO#,QVSHFWRUV#WR#GHWHUPLQH#LI#D#SHUIRUPDQFH#
HYDOXDWLRQ#KDG#EHHQ#GRQH#ZLWKLQ#WKH#SDVW#\HDU1#)RXU#RI#WKH#QLQH#ILOHV#
WHVWHG#FRQWDLQHG#D#UHFHQW#HYDOXDWLRQ>#IRXU#GLG#QRW/#DQG#RQH#ZDV#QRW#
DSSOLFDEOH1#:H#H[DPLQHG#WKH#VDPH#SHUVRQQHO#ILOHV#WR#GHWHUPLQH#LI#
FXUUHQW#ZRUN#SODQV#ZHUH#SUHVHQW1#$OWKRXJK#VHYHUDO#ILOHV#KDG#ZRUN#SODQV/#
PDQ\#ZHUH#ROG/#DQG#RQO\#WZR#RI#WKH#QLQH#ILOHV#KDG#ZRUN#SODQV#GDWHG#4<<<#
RU#ODWHU1#:H#DOVR#WHVWHG#WKH#ILOHV#RI#WKUHH#LQVSHFWRUV#ZRUNLQJ#LQ#WKH#
6WHZDUGVKLS#%UDQFK1#:H#ZHUH#SOHDVHG#WR#VHH#WKDW#VWDII#ZLWKLQ#WKH#
6WHZDUGVKLS#%UDQFK#GLG#KDYH#FXUUHQW#ZRUN#SODQV#DQG#WKDW#DQQXDO#
SHUIRUPDQFH#UHYLHZV#ZHUH#EHLQJ#GRQH1

61468 :H#ZHUH#SOHDVHG#WR#OHDUQ#WKDW#WKH#'HSDUWPHQW#LV#LQ#WKH#SURFHVV#RI#
LPSOHPHQWLQJ#DQ#HPSOR\HH#SHUIRUPDQFH#UHYLHZ#V\VWHP1#7KH#EUDQFK#
GLUHFWRUV#WROG#XV#WKDW#WKH\#KDYH#EHHQ#LQIRUPHG#WKDW#HPSOR\HHV#VKRXOG#
KDYH#ZRUN#SODQV#DQG#SHUIRUPDQFH#UHYLHZV#RQ#DQ#DQQXDO#EDVLV1#:H#
89 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
UHYLHZHG#WKH#'HSDUWPHQW·V#QHZ#:RUN#3ODQQLQJ#DQG#3HUIRUPDQFH#
5HYLHZ#+DQGERRN#GDWHG#$SULO#53341#:H#WKLQN#WKLV#GRFXPHQW#ZLOO#VHUYH#
DV#D#XVHIXO#KDQGERRN#IRU#DOO#VWDII1#

61469 $QRWKHU#REVHUYDWLRQ#UHJDUGLQJ#WKH#PRQLWRULQJ#RI#LQVSHFWLRQV#LV#
WKDW#WKH#'HSDUWPHQW#GRHV#QRW#KDYH#DQ\#PHDQV#RI#WUDFNLQJ#WKH#QXPEHU#RI#
LQVSHFWLRQV#SHUIRUPHG#RU#WKH#WLPH#VSHQW#GRLQJ#LQVSHFWLRQV/#DOWKRXJK#
VRPH#LQGLYLGXDO#LQVSHFWRUV#PD\#NHHS#UHFRUGV1#$#WLPH#WUDFNLQJ#V\VWHP#
PD\#EH#XVHIXO#EHFDXVH#LW#ZRXOG#KROG#WKH#LQVSHFWRUV#DFFRXQWDEOH#IRU#WKHLU#
WLPH#DQG#LW#ZRXOG#PHDVXUH#WKH#DPRXQW#RI#WLPH#VSHQW#SHUIRUPLQJ#
LQVSHFWLRQV1

6146: :H#DOVR#IRXQG#WKDW#PDQ\#LQVSHFWLRQ#UHVXOWV#ZHUH#QRW#UHYLHZHG1#
7KH#UHYLHZ#RI#LQVSHFWLRQ#UHSRUWV#LV#LPSRUWDQW1#,W#PRQLWRUV#WKH#
FRQVLVWHQF\#RI#WKH#ZRUN#GRQH#E\#GLIIHUHQW#LQVSHFWRUV#DQG#LW#VHUYHV#DV#DQ#
RYHUDOO#TXDOLW\#FRQWURO#SURFHGXUH1#,QVSHFWLRQV#SHUIRUPHG#E\#WKH#
$SSURYDOV#%UDQFK#DQG#E\#WKH#6WHZDUGVKLS#%UDQFK#DUH#QRW#UHYLHZHG1#7KH#
5HJLRQDO#'LUHFWRUV#UHYLHZ#LQVSHFWLRQV#GRQH#E\#WKH#5HJLRQDO#
(QYLURQPHQWDO#,QVSHFWRUV/#KRZHYHU#WKLV#UHYLHZ#PD\#EH#VHYHUDO#PRQWKV#
RU#HYHQ#RQH#\HDU#ODWHU1

6146; 7KH#'HSDUWPHQW#KDV#GRQH#VRPH#PRQLWRULQJ#RI#SHUIRUPDQFH1#,Q#
WKH#\HDU#HQGHG#64#0DUFK#5333/#WKH#'HSDUWPHQW#GLG#LWV#RZQ#UHYLHZ#RI#LWV#
&RPSOLDQFH#DQG#(QIRUFHPHQW#3ROLF\1#7KH#SXUSRVH#RI#WKH#ZRUN#ZDV#WR#
H[DPLQH#WKHLU#DFWXDO#SUDFWLFHV#DQG#WR#SURYLGH#DQ#DVVHVVPHQW#RI#WKH#
FRQVLVWHQF\#EHWZHHQ#WKHLU#SUDFWLFHV#DQG#WKH#GRFXPHQWHG#SROLF\1#7KH#
IROORZLQJ#VWDWHPHQWV#IURP#WKH#UHSRUW#UHYHDO#VRPH#RI#WKH#LQFRQVLVWHQFLHV#
DQG#SUREOHPV#LGHQWLILHG#E\#WKHLU#VWXG\/#ZKLFK#ZH#EHOLHYH/#PD\#VWLOO#EH#
UHOHYDQW1

• ,Q#SUDFWLFH#WKHUH#DUH#PDQ\#WLPHV#ZH#VHWWOH#IRU#OHVV#WKDQ#FRPSOLDQFH#
DQG#PDQ\#WLPHV#ZH#GR#QRW#¶XQGHUWDNH#DFWLRQ#FRQVLVWHQW#ZLWK#WKLV#
SROLF\·1#

• 7KHUH#ZHUH#VHYHUDO#FDVHV#QRWHG#ZKHUH#ZH#DUH#QRW#FRQVLVWHQW#LQ#RXU#
DSSOLFDWLRQ#RI#ODZV#LQ#UHODWLRQ#WR#VLPLODU#RU#LGHQWLFDO#RIIHQFHV1

• 7KH#LPSUHVVLRQ#LV#JLYHQ#WKDW#LQVSHFWLRQV#DUH#URXWLQHO\#XVHG#WR#YHULI\#
FRPSOLDQFH1#+RZHYHU/#WKH#JHQHUDO#IHHOLQJ#ZDV#WKDW#URXWLQH#
LQVSHFWLRQV#RI#SHUPLWWHG#DFWLYLWLHV#KDYH#GHFUHDVHG#RYHU#UHFHQW#\HDUV#
GXH#EDVLFDOO\#WR#ZRUNORDGV1

• 7KHUH#DUH#QXPHURXV#H[DPSOHV#RI#UHSHDWHG#YLRODWLRQV/#LJQRUHG#
ZDUQLQJV#DQG#XQVDWLVIDFWRU\#UHFRUGV#RI#FRPSOLDQFH#ZKLFK#KDYH#QRW#
UHVXOWHG#LQ#OD\LQJ#FKDUJHV1

• 0RVW#VHFWLRQV#GR#QRW#KDYH#D#GHILQHG#SURFHGXUH#IRU#ZKHQ#WR#PRYH#WR#
WKH#HQIRUFHPHQW#SKDVH1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 8:



'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV &KDSWHU#6
6146< 7KH#UHSRUW#HQGV#ZLWK#WKLUW\0WZR#REVHUYDWLRQV#DQG#
UHFRPPHQGDWLRQV#PDGH#E\#VWDII#GXULQJ#WKH#UHYLHZ#ZKLFK#FRXOG#EH#XVHIXO#
LQ#PDNLQJ#LPSURYHPHQWV1

61473 :KLOH#ZH#ZHUH#SOHDVHG#WR#VHH#VXFK#D#WKRURXJK#LQWHUQDO#VWXG\/#ZH#
ZHUH#GLVDSSRLQWHG#WKDW#WKH#'HSDUWPHQW#KDV#QRW#UHVSRQGHG#WR#WKH#ILQGLQJV#
E\#GHYHORSLQJ#DQ#DFWLRQ#SODQ#WR#DGGUHVV#WKH#LGHQWLILHG#GHILFLHQFLHV1#:H#
XQGHUVWDQG#WKDW#SDUW#RI#WKH#GHOD\#ZDV#WKH#UHVXOW#RI#WKH#DPDOJDPDWLRQ#LQ#
$SULO#5333#DQG#WKH#UHRUJDQL]DWLRQ#RI#6HSWHPEHU#53331

'RHV#WKH#'HSDUWPHQW#KDYH#
UHOHYDQW#DQG#DFFXUDWH#UHSRUWLQJ#
RQ#WKH#HIIHFWLYHQHVV#RI#
LQVSHFWLRQV"

61474 7KH#'HSDUWPHQW#GRHV#QRW#KDYH#UHOHYDQW#DQG#DFFXUDWH#UHSRUWLQJ#
RQ#WKH#HIIHFWLYHQHVV#RI#LQVSHFWLRQV#DQG#WKHUH#LV#QR#V\VWHP#LQ#SODFH#WR#
JHQHUDWH#WKLV#LQIRUPDWLRQ1#

61475 7KHUH#LV#QR#LQWHUQDO#UHSRUWLQJ#IRU#WKH#LQVSHFWLRQ#IXQFWLRQ#DQG#
WKHUH#LV#LQVXIILFLHQW#LQIRUPDWLRQ#UHWDLQHG#ZKLFK#DOORZV#DQ#DQDO\VLV#RI#WKH#
LQVSHFWLRQ#UHVXOWV1#)RU#H[DPSOH/#WKHUH#ZDV#QR#UHSRUWLQJ#RQ#WKH#QXPEHU#
RI#LQVSHFWLRQV#GRQH/#WKH#QXPEHU#RI#YLRODWLRQV#REVHUYHG/#WKH#QXPEHU#RI#
ZDUQLQJV#LVVXHG#RU#WKH#QXPEHU#RI#FDVHV#IRUZDUGHG#WR#WKH#(QIRUFHPHQW#
%UDQFK1

61476 7KH#RQO\#UHSRUWLQJ#UHODWLQJ#WR#LQVSHFWLRQV#ZDV#H[WHUQDO/#WKH#
'HSDUWPHQW·V#DQQXDO#UHSRUW1#7KH#LQIRUPDWLRQ#LQ#WKH#UHSRUW#ZDV#OLPLWHG/#
VWDWLQJ#RQO\#WKH#QXPEHU#RI#LQVSHFWLRQV#SHUIRUPHG#LQ#VRPH#SURJUDPV1#7KH#
LQVSHFWLRQ#LQIRUPDWLRQ#ZDV#GLIILFXOW#WR#ILQG#EHFDXVH#LW#ZDV#GLVSHUVHG#
WKURXJKRXW#WKH#DQQXDO#UHSRUW#DQG#SUHVHQWHG#ZLWK#WKH#RWKHU#ZRUN#GRQH#E\#
WKH#EUDQFKHV1#7KH#3URYLQFH·V#$QQXDO#5HSRUW#3ROLF\#SURYLGHV#JXLGDQFH#
RQ#WKH#W\SH#RI#LQIRUPDWLRQ#WKDW#VKRXOG#EH#SUHVHQWHG1

61477 ´5HSRUWLQJ#WR#WKH#SXEOLF#RQ#FRPSOLDQFH#SHUIRUPDQFH/µ#LV#
GHVFULEHG#DV#SDUW#RI#WKH#'HSDUWPHQW·V#PDQGDWH#WR#´HQVXUH#HIIHFWLYH#
HQIRUFHPHQW#RI/#DQG#FRPSOLDQFH#ZLWK/#HQYLURQPHQWDO#OHJLVODWLRQ#DQG#
UHJXODWLRQV/µ#LQ#WKH#2UJDQL]DWLRQDO#6WUXFWXUH#GRFXPHQW#GDWHG#6HSWHPEHU#
53331#7KLV#UHSRUWLQJ#ZDV#QRW#EHLQJ#GRQH1#:LWKRXW#VWDQGDUGL]HG#
GRFXPHQWDWLRQ#IRU#LQVSHFWLRQV/#DQ\#WUDFNLQJ/#UHSRUWLQJ#DQG#PRQLWRULQJ#
ZRXOG#EH#YHU\#GLIILFXOW1

5HFRPPHQGDWLRQ 61478 ,Q#SXUVXLW#RI#FRPSOLDQFH#ZLWK#JRYHUQPHQW#SROLF\/#WKH#
'HSDUWPHQW#VKRXOG#FRQWLQXH#LWV#LPSOHPHQWDWLRQ#RI#WKH#HPSOR\HH#
SHUIRUPDQFH#UHYLHZ#V\VWHP1

'HSDUWPHQWDO#UHVSRQVH 61479 $#UHYLHZ#RI#WKH#5334#(PSOR\HH#3HUIRUPDQFH#5HYLHZ#6\VWHP#
LQGLFDWHG#WKDW#;5(#RI#WKH#GHSDUWPHQW·V#HPSOR\HHV#KDYH#KDG#D#UHFHQW#
HPSOR\HH#HYDOXDWLRQ1#7KH#GHSDUWPHQW#ZLOO#FRQWLQXH#LWV#XWLOL]DWLRQ#RI#WKH#
(PSOR\HH#3HUIRUPDQFH#5HYLHZ#6\VWHP/#LQWHJUDWHG#ZLWK#WKH#ZRUN#
SODQQLQJ#SURFHVV/#WR#PRQLWRU#DQG#HYDOXDWH#WKH#ZRUN#RI#LQVSHFWRUV1

5HFRPPHQGDWLRQ 6147: 7KH#'HSDUWPHQW#VKRXOG#UHYLHZ#LWV#UHSRUW#WLWOHG#´5HYLHZ#RI#
&RPSOLDQFH#DQG#(QIRUFHPHQW#3ROLF\#DQG#3UDFWLFHVµ#WR#GHWHUPLQH#LI#
8; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#6 'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#0#(QYLURQPHQWDO#,QVSHFWLRQV
WKH#ILQGLQJV#DQG#UHFRPPHQGDWLRQV#DUH#VWLOO#UHOHYDQW/#GHFLGH#ZKDW#
DFWLRQ#LV#WR#EH#WDNHQ#DQG#HVWDEOLVK#DQ#LPSOHPHQWDWLRQ#SODQ1

'HSDUWPHQWDO#UHVSRQVH 6147; 7KH#ILQGLQJV#IURP#WKLV#UHSRUW#ZLOO#EH#UHYLHZHG#DV#WKH#GHSDUWPHQW#
HYDOXDWHV#WKH#SROLF\#LQ#JHQHUDO1

5HFRPPHQGDWLRQ 6147< 7KH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#SHUIRUPDQFH#LQGLFDWRUV#DQG#
PRQLWRULQJ#SURFHGXUHV#IRU#HYDOXDWLQJ#DQG#UHSRUWLQJ#RQ#FRPSOLDQFH#
ZLWK#OHJLVODWLRQ1#

'HSDUWPHQWDO#UHVSRQVH 61483 7KH#GHSDUWPHQW#DJUHHV#ZLWK#WKLV#UHFRPPHQGDWLRQ#DQG#ZLOO#
HVWDEOLVK#D#SURFHVV#WR#HYDOXDWH#DQG#UHSRUW#RQ#FRPSOLDQFH#ZLWK#
OHJLVODWLRQ/#DQG#WKH#LQVSHFWLRQ#IXQFWLRQ#LQ#SDUWLFXODU1#3HUIRUPDQFH#
LQGLFDWRUV#ZLOO#EH#GHYHORSHG#DV#FRPSRQHQWV#RI#WKLV#HYDOXDWLRQ#VWUDWHJ\1

&RQFOXVLRQ# 61484 7KLV#FULWHULRQ#ZDV#QRW#PHW1#7KH#'HSDUWPHQW#GRHV#QRW#KDYH#
SURFHGXUHV#WR#PHDVXUH#DQG#UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#WKHLU#LQVSHFWLRQ#
IXQFWLRQ1#

'HSDUWPHQWDO#UHVSRQVH 61485 ,Q#DGGLWLRQ#WR#UHVSRQGLQJ#WR#LQGLYLGXDO#UHFRPPHQGDWLRQV/#WKH#
'HSDUWPHQW#SURYLGHG#WKH#IROORZLQJ#JHQHUDO#FRPPHQWV=

7KH#$XGLW#5HSRUW#RQ#(QYLURQPHQWDO#,QVSHFWLRQV/#SUHSDUHG#E\#
WKH#2IILFH#RI#WKH#$XGLWRU#*HQHUDO#IRFXVHG#RQ#LQVSHFWLRQV/#RQH#
RI#D#QXPEHU#RI#DFWLYLWLHV#XWLOL]HG#WR#DVVHVV#FRPSOLDQFH#ZLWK#
HQYLURQPHQWDO#OHJLVODWLRQ1#,Q#UHYLHZLQJ#WKH#UHFRPPHQGDWLRQV#
RI#WKH#5HSRUW#RI#WKH#$XGLWRU#*HQHUDO/#WZR#LPSRUWDQW#LVVXHV#
EHFDPH#FOHDU=

•####7KH#LQVSHFWLRQ#IXQFWLRQ#LV#LQWHJUDWHG#ZLWK#QXPHURXV#
RWKHU#DFWLYLWLHV#WR#DFKLHYH#FRPSOLDQFH1#,Q#RUGHU#WR#
DGGUHVV#WKH#FRQFHUQV#RI#WKH#2IILFH#RI#WKH#$XGLWRU#
*HQHUDO/#LW#LV#QHFHVVDU\#WR#GHYHORS#D#UHYLVHG#SROLF\#RQ#
FRPSOLDQFH#DQG#HQIRUFHPHQW1#7KLV#ZRXOG#SURYLGH#D#
EDVLV#IRU#HQVXULQJ#GHSDUWPHQWDO#FRQVLVWHQF\#DQG#
HIIHFWLYH#FRRUGLQDWLRQ#RI#DOO#DFWLYLWLHV/#LQFOXGLQJ#
LQVSHFWLRQ/#E\#DOO#XQLWV#RI#WKH#GHSDUWPHQW>#DQG#

•####)ROORZLQJ#WKH#GHYHORSPHQW#RI#D#UHYLVHG#SROLF\/#WKH#
GHSDUWPHQW#ZLOO#SUHSDUH#D#FOHDUO\#ZULWWHQ#VHW#RI#SURFHGXUHV#
DQG#RSHUDWLQJ#SUDFWLFHV/#FRQVLVWHQW#ZLWK#WKDW#SROLF\/#ZKLFK#
ZLOO#DGGUHVV#WKH#FRPPLWPHQWV#PDGH#WR#WKH#2IILFH#RI#WKH#
$XGLWRU#*HQHUDO#LQ#D#FRPSUHKHQVLYH#DQG#LQWHJUDWHG#IDVKLRQ1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 8<
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&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH

#'HSDUWPHQW#RI#)LQDQFH###
3HQVLRQ#3ODQ#*RYHUQDQFH
%DFNJURXQG 714 7KHUH#DUH#HOHYHQ#SURYLQFLDOO\#VSRQVRUHG#SHQVLRQ#SODQV#ZLWK#
DSSUR[LPDWHO\#73/933#HPSOR\HHV#FRQWULEXWLQJ#WR#WKH#SODQV#DQG#
DSSUR[LPDWHO\#4;/433#SHQVLRQHUV#UHFHLYLQJ#EHQHILWV1#7RWDO#SHQVLRQ#
EHQHILWV#SDLG#LQ#WKH#SODQV·#533305334#\HDU#WRWDOOHG#'5;918#PLOOLRQ1#
'XULQJ#WKDW#\HDU#HPSOR\HHV#FRQWULEXWHG#';916#PLOOLRQ#WR#WKH#SODQV#ZKLOH#
JRYHUQPHQW#SDLG#'<616#PLOOLRQ1#$W#\HDU#HQG#WKH#JRYHUQPHQW·V#SODQV#KDG#
LQYHVWPHQWV#LQ#H[FHVV#RI#'9#ELOOLRQ1

715 2XU#5333#5HSRUW#GHYRWHG#D#FKDSWHU#WR#WKH#JRYHUQDQFH#DQG#
DFFRXQWDELOLW\#VWUXFWXUHV#LQ#SODFH#IRU#IRXU#RI#WKH#SHQVLRQ#SODQV1#7KH#
FKDSWHU#LGHQWLILHG#ILYH#NH\#DUHDV#RI#UHVSRQVLELOLW\#LQ#D#SHQVLRQ#SODQ=#
FRPSOLDQFH/#SODQ#IXQGLQJ/#DVVHW#PDQDJHPHQW/#EHQHILW#DGPLQLVWUDWLRQ#DQG#
FRPPXQLFDWLRQ1#

716 :H#UHFRJQL]H#WKDW#RXU#ZRUN#LQ#WKH#DUHD#RI#SHQVLRQ#JRYHUQDQFH#
DQG#DFFRXQWDELOLW\#LV#EHLQJ#GRQH#DW#D#WLPH#ZKHQ#WKH#SHQVLRQ#LQGXVWU\#
LWVHOI#LV#HYROYLQJ#DQG#PDWXULQJ1#,W#ZDV#RQO\#IRXU#\HDUV#DJR#LQ#4<<;#WKDW#
WKH#6HQDWH#6WDQGLQJ#&RPPLWWHH#RQ#%DQNLQJ/#7UDGH#DQG#&RPPHUFH#
LVVXHG#D#UHSRUW#WKDW#PDGH#VLJQLILFDQW#UHFRPPHQGDWLRQV#FRQFHUQLQJ#WKH#
JRYHUQDQFH#RI#SHQVLRQ#SODQV#LQ#&DQDGD1#:H#KRSH/#DV#D#UHVXOW#RI#RXU#
ZRUN/#WKDW#ZH#ZLOO#LQFUHDVH#WKH#DZDUHQHVV#DPRQJ#SXEOLF#VHFWRU#WUXVWHHV#
DQG#JRYHUQRUV#RI#WKH#LPSRUWDQFH#DQG#YDOXH#RI#JRRG#JRYHUQDQFH#
SUDFWLFHV1#

6FRSH 717 )URP#WKH#ILYH#NH\#DUHDV#RI#UHVSRQVLELOLW\#LQ#D#SHQVLRQ#SODQ#ZH#
FKRVH#WR#FRQGXFW#DQ#DXGLW#RI#DVVHW#PDQDJHPHQW1#7KH#LPSRUWDQFH#RI#DVVHW#
PDQDJHPHQW#WR#WKH#ORQJ0WHUP#VXUYLYDO#RI#D#SHQVLRQ#SODQ#OHG#XV#WR#WKLV#
GHFLVLRQ1

718 7KHUH#DUH#VRPH#FRPPRQO\#XVHG#LQGXVWU\#UXOHV#RI#WKXPE#
DYDLODEOH#WKDW#HPSKDVL]H#WKH#LPSRUWDQFH#RI#DVVHW#PDQDJHPHQW#WR#WKH#
ILQDQFLDO#KHDOWK#RI#D#SHQVLRQ#SODQ1#7KH#IROORZLQJ#DUH#H[DPSOHV=

• HLJKW\#SHUFHQW#RI#HYHU\#SHQVLRQ#GROODU#FRPHV#IURP#LQYHVWPHQW#
HDUQLQJV>

• D#RQH#SHUFHQW#LQFUHDVH#LQ#SHQVLRQ#SODQ#HDUQLQJV#ORZHUV#UHTXLUHG#
FRQWULEXWLRQV#E\#ILIWHHQ#SHUFHQW>#DQG
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'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
• DVVHW#PL[#GHFLVLRQV#DFFRXQW#IRU#;30<3(#RI#WKH#YDULDQFH#LQ#
LQYHVWPHQW#UHWXUQV1

719 7KLV#DXGLW#H[DPLQHG#DVVHW#PDQDJHPHQW#IURP#WKH#SHUVSHFWLYH#RI#
WKH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#+3XEOLF#6HUYLFH,#3ODQ#DQG#WKH#3HQVLRQ#
3ODQ#IRU#*HQHUDO#/DERXU/#7UDGHV#DQG#6HUYLFHV#(PSOR\HHV#RI#1HZ#
%UXQVZLFN#6FKRRO#'LVWULFWV#+*/7)6,1#:H#VHOHFWHG#WKHVH#SODQV#DV#
H[DPSOHV#RI#D#SODQ#HVWDEOLVKHG#E\#OHJLVODWLRQ#+WKH#3XEOLF#6HUYLFH#3ODQ,#
DQG#D#SODQ#HVWDEOLVKHG#WKURXJK#D#FROOHFWLYH#EDUJDLQLQJ#SURFHVV#+*/7)6,1#
:H#DOVR#ZDQWHG#WR#H[DPLQH#D#SODQ#WKDW#XVHG#WKH#1HZ#%UXQVZLFN#
,QYHVWPHQW#0DQDJHPHQW#&RUSRUDWLRQ#+1%,0&,#DV#LWV#LQYHVWPHQW#
PDQDJHU#+WKH#3XEOLF#6HUYLFH#3ODQ,#DQG#RQH#WKDW#XVHG#RWKHU#RXWVLGH#
LQYHVWPHQW#PDQDJHUV#+*/7)6,1

71: 2XU#REMHFWLYH#IRU#WKLV#SURMHFW#ZDV#DV#IROORZV=

7R#GHWHUPLQH#ZKHWKHU#WKH#JRYHUQRUV#RI#WKH#SHQVLRQ#SODQV#KDYH#
HVWDEOLVKHG#VDWLVIDFWRU\#SURFHGXUHV#WR#PHDVXUH#DQG#UHSRUW#RQ#
WKH#HIIHFWLYHQHVV#RI#WKH#DVVHW#PDQDJHPHQW#DFWLYLWLHV1

71; 7KH#WHUP#´DVVHW#PDQDJHPHQW#DFWLYLWLHVµ#LQYROYHV#D#QXPEHU#RI#
DUHDV1#:H#GHYHORSHG#ILYH#FULWHULD#WR#EH#XVHG#DV#EHQFKPDUNV#LQ#HDFK#RI#
WKHVH#DUHDV#WR#KHOS#XV#GHWHUPLQH#ZKHWKHU#WKH#DXGLW#REMHFWLYH#ZDV#PHW1#7R#
HQVXUH#WKHUH#ZDV#DJUHHPHQW#RQ#WKH#IRFXV#RI#WKH#DXGLW/#WKH#FULWHULD#ZHUH#
GLVFXVVHG#ZLWK#DXGLWHH#VWDII1

71< 2XU#FRPPHQWV#DUH#RUJDQL]HG#E\#WKH#ILYH#FULWHULD1#:H#KDYH#DOVR#
GHYRWHG#D#VHFWLRQ#WR#SHQVLRQ#SODQ#JRYHUQDQFH#VWUXFWXUH#EHFDXVH#RI#LWV#
IXQGDPHQWDO#LPSRUWDQFH#LQ#UHODWLRQ#WR#DVVHW#PDQDJHPHQW1

5HVXOWV#LQ#EULHI 7143 7KH#LGHQWLW\#RI#WKH#SODQ#JRYHUQRU#RI#WKH#3XEOLF#6HUYLFH#
6XSHUDQQXDWLRQ#3ODQ#+WKH#0LQLVWHU#RI#)LQDQFH,#DQG#RI#WKH#3HQVLRQ#
3ODQ#IRU#*HQHUDO#/DERXU/#7UDGHV#DQG#6HUYLFHV#(PSOR\HHV#RI#1HZ#
%UXQVZLFN#6FKRRO#'LVWULFWV#+WKH#%RDUG#RI#0DQDJHPHQW,#VKRXOG#EH#
IRUPDOO\#UHFRJQL]HG1#7KH#GXWLHV#DQG#UHVSRQVLELOLWLHV#RI#WKH#JRYHUQRU#
VKRXOG#EH#FOHDUO\#VHW#RXW#LQ#SHQVLRQ#SODQ#GRFXPHQWDWLRQ1#

3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#
3ODQ

7144 7KH#JRYHUQRU·V#UROH#LQ#WKH#SUHSDUDWLRQ#DQG#DSSURYDO#RI#WKH#
LQYHVWPHQW#SROLF\#LV#LQIRUPDO#DQG#WKLV#LQFUHDVHV#WKH#ULVN#WKDW#WKH#
JRYHUQRU·V#UROH#PD\#QRW#EH#IXOILOOHG1

7145 7KHUH#LV#QR#IRUPDO#SURFHVV#LQ#SODFH#WR#PRQLWRU#WKH#
SHUIRUPDQFH#RI#WKH#WUXVWHH/#1%,0&1#+RZHYHU/#1%,0&#LV#
DGHTXDWHO\#PRQLWRULQJ#LWV#LQYHVWPHQW#PDQDJHPHQW#VWDII#DQG#WKH#
FRQWUDFWHG#LQYHVWPHQW#PDQDJHUV#WR#HQVXUH#FRPSOLDQFH#ZLWK#WKH#
DSSOLFDEOH#LQYHVWPHQW#SROLFLHV1

7146 $#QXPEHU#RI#UHSRUWV#DUH#FXUUHQWO\#LVVXHG#IRU#WKH#SXEOLF#
VHUYLFH#SODQ#RQ#DQ#DQQXDO#EDVLV1#+RZHYHU#WKHUH#LV#QR#DQQXDO#UHSRUW#
97 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
WKDW#JLYHV#UHDGHUV#LQIRUPDWLRQ#WR#XQGHUVWDQG#WKH#SODQ#DQG#DVVHVV#LWV#
SHUIRUPDQFH1#

*HQHUDO#/DERXU/#7UDGHV#DQG#
6HUYLFHV#3ODQ

7147 7KH#7UHDVXU\#'LYLVLRQ#GRHV#QRW#KDYH#SURFHGXUHV#LQ#SODFH#WR#
HQVXUH#DQ#HIIHFWLYH#UHYLHZ#RI#LQYHVWPHQW#SROLFLHV#LV#FRQGXFWHG#RQ#DQ#
DQQXDO#EDVLV1

7148 $OWKRXJK#ZH#KDYH#VHHQ#HYLGHQFH#RI#VRPH#JRRG#SUDFWLFHV#LQ#XVH#
IRU#WKH#VHOHFWLRQ#RI#LQYHVWPHQW#PDQDJHUV/#ZH#VHH#WKH#QHHG#IRU#
FODULI\LQJ#UROHV/#IRUPDOL]LQJ#SUDFWLFHV#DQG/#LQ#VRPH#FDVHV/#LPSURYLQJ#
SUDFWLFHV1#

7149 7KHUH#DUH#D#QXPEHU#RI#SROLFLHV#DQG#SUDFWLFHV#LQ#H[LVWHQFH#
ZKLFK#KHOS#WR#HQVXUH#WKHUH#LV#D#UHOLDEOH#SURFHVV#LQ#SODFH#WR#PRQLWRU#
DQG#HYDOXDWH#WKH#PDQDJHUV#DQG#WR#HQVXUH#FRPSOLDQFH#ZLWK#WKH#
LQYHVWPHQW#SROLF\1#7KHUH#LV#D#QHHG/#KRZHYHU/#IRU#GRFXPHQWHG#SROLFLHV#
DQG#LQ#VRPH#FDVHV#LPSURYHPHQWV#WR#SURFHVVHV1

714: 7KHUH#LV#QR#DQQXDO#UHSRUW#WKDW#JLYHV#UHDGHUV#LQIRUPDWLRQ#WR#
XQGHUVWDQG#DQG#DVVHVV#WKH#SHUIRUPDQFH#RI#WKH#SHQVLRQ#SODQ1

*RYHUQDQFH#VWUXFWXUH 714; *RYHUQDQFH/#DV#LW#UHODWHV#WR#D#SHQVLRQ#SODQ/#KDV#EHHQ#GHILQHG#DV#
´WKH#SURFHVV#DQG#VWUXFWXUH#XVHG#WR#GLUHFW#DQG#PDQDJH#WKH#SHQVLRQ#
RSHUDWLRQ#ZLWK#WKH#REMHFWLYH#RI#DFKLHYLQJ#WKH#VWDWHG#PLVVLRQ#RU#
REMHFWLYHµ1#7KH#SHUVRQ#RU#ERG\#ZLWK#WKH#KLJKHVW#OHYHO#RI#SODQ#JRYHUQDQFH#
DXWKRULW\/#DFFRUGLQJ#WR#WKH#WHUPV#RI#WKH#SODQ#RU#DSSOLFDEOH#OHJLVODWLRQ/#LV#
FRQVLGHUHG#WR#EH#WKH#SHQVLRQ#SODQ#JRYHUQRU1

714< 2QH#RI#WKH#ILUVW#FKDOOHQJHV#ZKHQ#ZH#VWDUWHG#RXU#ZRUN#RQ#SHQVLRQ#
SODQ#JRYHUQDQFH#+VHH#FKDSWHU 8#RI#RXU#5333#5HSRUW,#ZDV#LGHQWLI\LQJ#WKH#
JRYHUQRU#RI#WKH#3XEOLF#6HUYLFH#DQG#*/7)6#SHQVLRQ#SODQV1#

7153 ,W#LV#YHU\#LPSRUWDQW#WKDW#WKH#JRYHUQRU#EH#FOHDUO\#LGHQWLILHG/#
EHFDXVH#WKLV#LV#ZKHUH#UHVSRQVLELOLW\#IRU#SHQVLRQ#SODQ#SHUIRUPDQFH#
XOWLPDWHO\#UHVWV1#$VVHW#PDQDJHPHQW#LV#D#FULWLFDO#FRPSRQHQW#RI#WKH#SODQ#
JRYHUQRU·V#UHVSRQVLELOLW\#EXW#LW#LV#QRW#WKH#RQO\#FRPSRQHQW1#,W#LV#WKH#
JRYHUQRU#ZKR#LV#H[SHFWHG#WR#WDNH#WKH#OHDG#DQG#EH#SURDFWLYH=

• WR#HQVXUH#WKH#SODQ#KDV#D#VWDWHG#PLVVLRQ#RU#REMHFWLYH#WKDW#LV#
FRPPXQLFDWHG#WR#DOO#SODQ#PHPEHUV>

• WR#HQVXUH#WKH#SODQ#KDV#DUWLFXODWHG#UROHV#DQG#UHVSRQVLELOLWLHV#IRU#WKH#
JRYHUQRU#DQG#SODQ#DGPLQLVWUDWRU>

• WR#HQVXUH#SDUWLHV#UHVSRQVLEOH#IRU#HDFK#RI#WKH#NH\#SHQVLRQ#SODQ#
FRPSRQHQWV#+LQFOXGLQJ#DVVHW#PDQDJHPHQW,#DUH#FOHDUO\#GHILQHG#ZLWK#
WHUPV#RI#UHIHUHQFH>

• WR#HQVXUH#WKHUH#DUH#FOHDU#DQG#REMHFWLYH#PHDVXUHV#RI#SHUIRUPDQFH#IRU#
HDFK#RI#WKH#NH\#SHQVLRQ#SODQ#FRPSRQHQWV>
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'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
• WR#HQVXUH#WKHUH#LV#D#SURFHVV#WR#HYDOXDWH#WKH#DWWDLQPHQW#RI#
SHUIRUPDQFH#IRU#DOO#SHQVLRQ#SODQ#FRPSRQHQWV>

• WR#HQVXUH#LQGLYLGXDOV#UHVSRQVLEOH#IRU#WKH#JRYHUQDQFH#RI#WKH#SODQ#DUH#
SURYLGHG#ZLWK#WUDLQLQJ#DQG#RULHQWDWLRQ#WR#IXOILO#WKHLU#UHVSRQVLELOLWLHV>#
DQG

• WR#HQVXUH#WKHUH#DUH#SURFHVVHV#DQG#FULWHULD#LQ#SODFH#WR#DVVHVV#WKH#
HIIHFWLYHQHVV#RI#WKH#SODQ·V#JRYHUQDQFH#RQ#D#UHJXODU#EDVLV1

7154 ,Q#UHODWLRQ#WR#DVVHW#PDQDJHPHQW/#WKH#JRYHUQRU#VKRXOG#DSSURYH#
WKH#PRUH#FULWLFDO#VWUDWHJLF#REMHFWLYHV#DQG#SHUIRUPDQFH#WDUJHWV1#:H#ZRXOG#
H[SHFW#WKH#IROORZLQJ#RI#WKH#JRYHUQRU=

• WR#DSSURYH#WKH#LQYHVWPHQW#SROLF\#GHFLVLRQV/#IRU#H[DPSOH#EHQFKPDUN#
VHWWLQJ#LQ#VXFK#DUHDV#DV#UDWHV#RI#UHWXUQ#REMHFWLYHV/#ULVN#WROHUDQFH#DQG#
DVVHW#PL[>

• WR#SURYLGH#WKH#ILQDO#DSSURYDO#RI#WKH#LQYHVWPHQW#SROLFLHV>

• WR#HQVXUH#LQYHVWPHQW#SROLFLHV#DQG#JRDOV#DUH#NHSW#FXUUHQW>

• WR#HQVXUH#VHOHFWLRQ#FULWHULD#IRU#LQYHVWPHQW#PDQDJHUV#DUH#FOHDUO\#
HVWDEOLVKHG#DQG#FRPSOLHG#ZLWK>

• WR#PRQLWRU#DQG#HYDOXDWH#WKH#SHUIRUPDQFH#RI#WKH#LQYHVWPHQW#
PDQDJHU+V,#DQG#WDNH#DFWLRQ#ZKHQ#WDUJHWV#KDYH#QRW#EHHQ#PHW>#DQG

• WR#DVVHVV#WKH#SHUIRUPDQFH#RI#WKH#SHQVLRQ#SODQ#DQG#UHSRUW#UHVXOWV#WR#
WKH#SODQ#PHPEHUV#DQG#WKH#VSRQVRU1

7155 7R#SURPRWH#JRRG#JRYHUQDQFH#SUDFWLFHV/#LW#LV#LPSRUWDQW#WKDW#WKH#
LGHQWLW\#RI#WKH#JRYHUQRU#DQG#WKH#GXWLHV#DQG#UHVSRQVLELOLWLHV#RI#WKH#
JRYHUQRU#RI#WKH#SHQVLRQ#SODQ#EH#FOHDUO\#GLVFORVHG1#7KLV#ZRXOG#HQVXUH#
WKDW#DOO#SDUWLHV#DUH#IXOO\#DZDUH#RI#WKH#UROH#RI#WKH#SODQ#JRYHUQRU1#,W#ZRXOG#
DOVR#HQVXUH#WKDW#WKH#JRYHUQRU#LV#DZDUH#RI#H[SHFWDWLRQV#DQG#WKDW#WKH#
SHUIRUPDQFH#RI#WKH#JRYHUQRU#FDQ#EH#DVVHVVHG1

*RYHUQRU#IRU#WKH#3XEOLF#
6HUYLFH#6XSHUDQQXDWLRQ#3ODQ

7156 7KH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#$FW#GRHV#QRW#H[SOLFLWO\#
LGHQWLI\#HLWKHU#WKH#JRYHUQRU#RU#WKH#GXWLHV#DQG#UHVSRQVLELOLWLHV#RI#WKH#
JRYHUQRU1#:H#UHYLHZHG#GRFXPHQWDWLRQ#PDGH#DYDLODEOH#WR#XV#DQG#
FRQFOXGHG/#LQ#RXU#5333#5HSRUW/#WKDW#WKH#JRYHUQRU#RI#WKH#3XEOLF#6HUYLFH#
6XSHUDQQXDWLRQ#3ODQ#LV#WKH#0LQLVWHU#RI#)LQDQFH/#DV#&KDLU#RI#WKH#%RDUG#RI#
0DQDJHPHQW1#$W#WKDW#WLPH/#ZH#PHW#ZLWK#WKH#'HSXW\#0LQLVWHU#RI#)LQDQFH#
DQG#KLV#RIILFLDOV#DQG#WKH\#DJUHHG#ZLWK#RXU#FRQFOXVLRQ1#

7157 ,W#LV#QHFHVVDU\#WR#PDNH#WKH#GLVWLQFWLRQ#EHWZHHQ#1HZ#%UXQVZLFN#
,QYHVWPHQW#0DQDJHPHQW#&RUSRUDWLRQ·V#+1%,0&,#UHVSRQVLELOLWLHV#IRU#
DVVHW#PDQDJHPHQW#RI#WKH#WUXVW#IXQG#DQG#WKH#JRYHUQRU·V#RYHUDOO#
UHVSRQVLELOLW\#IRU#WKH#SHQVLRQ#SODQ1#1%,0&#FOHDUO\#KDV#WKH#UHVSRQVLELOLW\#
IRU#PDQDJLQJ#WKH#DVVHWV#RI#WKH#SHQVLRQ#WUXVW#IXQG#DV#HYLGHQFHG#E\#WKH#
1HZ#%UXQVZLFN#,QYHVWPHQW#0DQDJHPHQW#&RUSRUDWLRQ#$FW#ZKLFK#VWDWHV#
WKDW#WKH#&RUSRUDWLRQ#VKDOO#DFW#DV#WUXVWHH#IRU#WKH#SHQVLRQ#WUXVW#IXQG1#
+RZHYHU#WKH#SODQ#JRYHUQRU·V#UROH#LV#EURDGHU1#,W#LQFOXGHV#WKH#XOWLPDWH#
99 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
UHVSRQVLELOLW\#IRU#DVVHW#PDQDJHPHQW#DV#ZHOO#DV#WKH#QXPHURXV#RWKHU#
UHVSRQVLELOLWLHV#RXWOLQHG#HDUOLHU1

5HFRPPHQGDWLRQ 7158 7KH#LGHQWLW\#RI#WKH#SODQ#JRYHUQRU#RI#WKH#3XEOLF#6HUYLFH#
6XSHUDQQXDWLRQ#3ODQ#VKRXOG#EH#IRUPDOO\#UHFRJQL]HG1#7KH#GXWLHV#DQG#
UHVSRQVLELOLWLHV#VKRXOG#EH#FOHDUO\#VHW#RXW#LQ#SHQVLRQ#SODQ#
GRFXPHQWDWLRQ1

*RYHUQRU#IRU#WKH#*HQHUDO#
/DERXU/#7UDGHV#DQG#6HUYLFHV#
3HQVLRQ#3ODQ

7159 $IWHU#UHYLHZLQJ#YDULRXV#GRFXPHQWV#DQG#KROGLQJ#GLVFXVVLRQV#ZLWK#
'HSDUWPHQW#RI#)LQDQFH#RIILFLDOV/#ZH#FDPH#WR#WKH#FRQFOXVLRQ#WKDW#WKH#
JRYHUQRU#IRU#WKH#3HQVLRQ#3ODQ#IRU#*HQHUDO#/DERXU/#7UDGHV#DQG#6HUYLFHV#
(PSOR\HHV#RI#1HZ#%UXQVZLFN#6FKRRO#'LVWULFWV#ZDV#WKH#%RDUG#RI#
0DQDJHPHQW1#

715: 'RFXPHQWV#UHYLHZHG#DOVR#LQGLFDWH#WKDW#WKH#%RDUG#LV#WKH#WUXVWHH#RI#
WKH#SHQVLRQ#SODQ·V#DVVHWV1#7KH#OHWWHUV#RI#DJUHHPHQW#ZLWK#WKH#LQYHVWPHQW#
FRXQVHOORUV#LQFOXGH#ZRUGLQJ#LQ#VXSSRUW#RI#WKLV#FRQFOXVLRQ1#

715; $IWHU#KDYLQJ#HVWDEOLVKHG#WKDW#WKH#%RDUG#LV#WKH#JRYHUQRU#DQG#WKH#
WUXVWHH/#WKHUH#ZDV#VWLOO#D#ODFN#RI#FODULW\#WR#WKH#LVVXH1#)RU#H[DPSOH/#D#OHJDO#
RSLQLRQ#GDWHG#8#1RYHPEHU#4<<;#VWDWHV=#´«LW#LV#QRW#H[SUHVVO\#VWDWHG#WKDW#
WKH#3URYLQFH#RI#1HZ#%UXQVZLFN#%RDUG#RI#0DQDJHPHQW#LV#WKH#WUXVWHH#RI#
WKH#3HQVLRQ#3ODQ#)XQG1#7KLV#UDLVHV#OLDELOLW\#LVVXHV#IRU#WKH#3HQVLRQ#3ODQ#
VSRQVRUV/#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN#%RDUG#RI#0DQDJHPHQW111#1#
)XUWKHU/#WKH#UHODWLRQVKLS#EHWZHHQ#WKH#3HQVLRQ#&RPPLWWHH/#WKH#8QLRQ#DQG#
WKH#%RDUG#RI#0DQDJHPHQW#LQ#DOO#LWV#FDSDFLWLHV#LV#QRW#FOHDU1µ#7KH#SODQ#
GRFXPHQW#GRHV#QRW#LGHQWLI\#WKH#%RDUG#RI#0DQDJHPHQW#DV#HLWKHU#WKH#
SHQVLRQ#SODQ#JRYHUQRU#RU#WKH#WUXVWHH#RI#WKH#SHQVLRQ#SODQ#DVVHWV1#

5HFRPPHQGDWLRQ 715< 7KH#LGHQWLW\#RI#WKH#SODQ#JRYHUQRU#RI#WKH#*HQHUDO#/DERXU/#
7UDGHV#DQG#6HUYLFHV#3HQVLRQ#3ODQ#VKRXOG#EH#IRUPDOO\#UHFRJQL]HG1#
7KH#GXWLHV#DQG#UHVSRQVLELOLWLHV#VKRXOG#EH#FOHDUO\#VHW#RXW#LQ#SHQVLRQ#
SODQ#GRFXPHQWDWLRQ1

3XEOLF#6HUYLFH#
6XSHUDQQXDWLRQ#3ODQ

,QWURGXFWLRQ

7163 7KH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#$FW#+366$,#HVWDEOLVKHV#D#
3URYLQFH#RI#1HZ#%UXQVZLFN#VSRQVRUHG/#GHILQHG#EHQHILW#SHQVLRQ#SODQ1#$V#
DW#64#0DUFK#5334#WKHUH#ZHUH#LQ#H[FHVV#RI#4;/533#DFWLYH#PHPEHUV/#;/933#
SHQVLRQHUV#DQG#DVVHWV#ZLWK#D#PDUNHW#YDOXH#RI#DSSUR[LPDWHO\#'51<9#
ELOOLRQ1#7KH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#3ODQ#LV#WKH#ODUJHVW#RI#WKH#
HOHYHQ#SURYLQFLDOO\#VSRQVRUHG#SHQVLRQ#SODQV1

7164 7KH#1HZ#%UXQVZLFN#,QYHVWPHQW#0DQDJHPHQW#&RUSRUDWLRQ#LV#WKH#
WUXVWHH#DQG#LQYHVWPHQW#PDQDJHU#IRU#WKH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#
)XQG/#DV#ZHOO#DV#WKH#7HDFKHUV·#3HQVLRQ#)XQG#DQG#-XGJHV·#
6XSHUDQQXDWLRQ#)XQG1#1%,0&#ZDV#DSSRLQWHG#WUXVWHH#RQ#44#0DUFK#4<<9/#
E\#DQ#$FW#RI#WKH#1HZ#%UXQVZLFN#/HJLVODWXUH#DQG#DVVXPHG#UHVSRQVLELOLW\#
IRU#WKH#PDQDJHPHQW#RI#WKH#)XQGV·#DVVHWV#HIIHFWLYH#4#$SULO#4<<91
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 9:



'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
7165 2Q#4#$SULO#4<<;#WKH#DVVHWV#RI#WKH#)XQGV#ZHUH#WUDQVIHUUHG#WR#XQLW#
WUXVW#IXQGV#HVWDEOLVKHG#E\#1%,0&1#$V#DW#64#0DUFK#5334#WKHUH#ZHUH#
WZHOYH#XQLW#WUXVW#IXQGV/#HDFK#RQH#ZLWK#D#VSHFLILF#LQYHVWPHQW#PDQGDWH1#
7KH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#)XQG#KROGV#XQLWV#RI#HDFK#RI#WKH#
WZHOYH#XQLW#WUXVW#IXQGV#LQ#DFFRUGDQFH#ZLWK#WKH#LQYHVWPHQW#SROLF\#
HVWDEOLVKHG#E\#1%,0&#IRU#WKH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#)XQG1#
)RXU#RI#WKH#XQLW#IXQGV#KDYH#H[WHUQDO#LQYHVWPHQW#PDQDJHUV#ZKLOH#WKH#
UHPDLQLQJ#HLJKW#IXQGV#DUH#PDQDJHG#E\#1%,0&·V#VWDII1

,QYHVWPHQW#SROLFLHV#VKRXOG#
H[LVW

7166 2XU#ILUVW#FULWHULRQ#ZDV=

$SSURSULDWH#LQYHVWPHQW#SROLFLHV#DQG#JRDOV#VKRXOG#EH#SUHSDUHG#
DQG#DSSURYHG1

7167 $#SHQVLRQ#IXQG#KDV#RQO\#WZR#VRXUFHV#RI#UHYHQXH/#LQYHVWPHQW#
HDUQLQJV#DQG#FRQWULEXWLRQV#IURP#WKH#SODQ#PHPEHUV#DQG#WKH#VSRQVRU1#$V#
VWDWHG#HDUOLHU/#D#ZLGHO\#XVHG#UXOH#RI#WKXPE#LV#WKDW#D#RQH0SHUFHQW#LQFUHDVH#
LQ#SHQVLRQ#SODQ#HDUQLQJV#ORZHUV#UHTXLUHG#FRQWULEXWLRQV#E\#ILIWHHQ#
SHUFHQW1#7KLV#XQGHUVFRUHV#WKH#LPSRUWDQFH#RI#VRXQG#LQYHVWPHQW#SROLFLHV#WR#
WKH#SODQ#JRYHUQRU/#WR#WKH#SODQ#VSRQVRU/#WR#WKH#HPSOR\HHV#ZKR#FRQWULEXWH#
WR#WKH#SODQ#DQG#WR#WKRVH#UHFHLYLQJ#UHWLUHPHQW#SHQVLRQV1

7168 #:H#UHYLHZHG#LQGXVWU\#EHVW#SUDFWLFHV#DQG#WKH#SURYLQFLDO#3HQVLRQ#
%HQHILWV#$FW#+3%$,#WR#KHOS#HVWDEOLVK#D#EDVLV#IRU#GHILQLQJ#DSSURSULDWH#
LQYHVWPHQW#SROLFLHV1#7KH#3%$#DSSOLHV#WR#SHUVRQV#HPSOR\HG#LQ#WKH#
3URYLQFH#RI#1HZ#%UXQVZLFN#EXW#GRHV#QRW#ELQG#WKH#&URZQ1#$V#VXFK#WKH#
3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#3ODQ#LV#QRW#ERXQG#E\#WKLV#OHJLVODWLRQ1#,Q#
VSLWH#RI#WKLV/#WKH#3%$#LV#VHHQ#DV#D#XVHIXO#EHQFKPDUN1#7KH#UHVXOWV#RI#RXU#
UHYLHZ#DUH#DV#IROORZV1

7169 ,QYHVWPHQW#SROLFLHV#VKRXOG=

• KDYH#ZULWWHQ#SURFHGXUHV#LGHQWLI\LQJ#UHVSRQVLELOLWLHV#DQG#
DFFRXQWDELOLWLHV#RI#WKH#LQYHVWPHQW#PDQDJHU>

• FOHDUO\#VHW#RXW#WKH#UHSRUWLQJ#DQG#UHYLHZ#SURFHVVHV#WKDW#WKH#SODQ#ZLOO#
XVH#LQFOXGLQJ#KRZ#SHUIRUPDQFH#ZLOO#EH#PHDVXUHG#DQG#UHSRUWHG>#

• GRFXPHQW#WKH#UHWXUQ#H[SHFWDWLRQ#DQG#ULVN#WROHUDQFH#RI#WKH#SODQ>#

• EH#DSSURYHG#E\#WKH#JRYHUQRU#RI#WKH#SODQ>#

• EH#FRQVLVWHQW#ZLWK#WKH#REMHFWLYHV#RI#WKH#SHQVLRQ#IXQG#DQG#WKH#QDWXUH#
RI#WKH#SODQ·V#ILQDQFLDO#REOLJDWLRQV>#DQG

• HQVXUH#SODQ#DPHQGPHQWV#DQG#XQH[SHFWHG#GHYHORSPHQWV/#VXFK#DV#
GUDPDWLF#FKDQJHV#LQ#WKH#HFRQRPLF#PDUNHWV/#DUH#DOORZHG#IRU#LQ#WKH#
SROLF\1#

7KH#JRYHUQRU·V#UROH#LQ#
LQYHVWPHQW#SROLF\#DSSURYDO

716: 7KH#JRYHUQRU·V#UROH#LQ#D#SHQVLRQ#SODQ#LV#FULWLFDO/#DV#H[SODLQHG#
HDUOLHU1#7KH#JRYHUQRU#KDV#XOWLPDWH#UHVSRQVLELOLW\#IRU#DOO#DVSHFWV#RI#WKH#
RSHUDWLRQV#RI#WKH#SHQVLRQ#SODQ1#
9; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
716; 'XULQJ#WKH#FRXUVH#RI#VHWWLQJ#WKH#ORQJ0WHUP#UHDO#UDWH#RI#UHWXUQ#IRU#
WKH#LQYHVWPHQW#SROLF\/#1%,0&#RIILFLDOV#PHW#ZLWK#WKH#JRYHUQRU#DQG#RWKHU#
'HSDUWPHQW#RI#)LQDQFH#RIILFLDOV#WR#REWDLQ#YLHZV#RQ#LVVXHV#ZKLFK#KHOSHG#
GHWHUPLQH#DQ#DSSURSULDWH#DVVHW#DOORFDWLRQ#VWUDWHJ\#DQG#WKH#VSRQVRU·V#ULVN#
WROHUDQFH1

716< ,Q#DGGLWLRQ/#WKH#JRYHUQRU#KDV#PHW#LQIRUPDOO\#ZLWK#WKH#
&RUSRUDWLRQ#RQ#DQ#DQQXDO#EDVLV#WR#GLVFXVV#LVVXHV#UHODWLQJ#WR#DVVHW#
PDQDJHPHQW1#7KH#'HSXW\#0LQLVWHU#RI#)LQDQFH#LV#D#PHPEHU#RI#WKH#%RDUG#
RI#'LUHFWRUV#DQG#LV#H[SRVHG#WR#ERDUG#EXVLQHVV#RQ#D#UHJXODU#EDVLV1

7173 +RZHYHU/#WKHUH#KDV#EHHQ#QR#IRUPDO#DSSURYDO#RI#LQYHVWPHQW#
SROLF\#E\#WKH#SODQ#JRYHUQRU1#

5HYLHZ#RI#WKH#LQYHVWPHQW#SROLF\#
IRU#WKH#3XEOLF#6HUYLFH#
6XSHUDQQXDWLRQ#)XQG

7174 :H#UHYLHZHG#WKH#LQYHVWPHQW#SROLF\#LQ#SODFH#IRU#WKH#1HZ#
%UXQVZLFN#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#)XQG/#GDWHG#4#$SULO#5334/#DQG#
H[DPLQHG#LW#IURP#WKH#SHUVSHFWLYH#RI#FRPSOLDQFH#ZLWK#WKH#1%,0&#$FW#DQG#
ZLWK#LQGXVWU\#EHVW#SUDFWLFHV1

&RPSOLDQFH#ZLWK#WKH#1%,0&#
$FW

7175 1%,0&·V#UHVSRQVLELOLWLHV#IRU#WKH#DGPLQLVWUDWLRQ#RI#WKH#
LQYHVWPHQW#SROLFLHV#DUH#HVWDEOLVKHG#E\#OHJLVODWLRQ1#7KH#1%,0&#$FW#
HVWDEOLVKHV#WKH#UHTXLUHPHQWV#RI#WKH#SROLFLHV#DQG#VWDWHV=#´7KH#VWDWHPHQW#RI#
LQYHVWPHQW#SROLFLHV#DQG#JXLGHOLQHV#VKDOO«GHVFULEH#WKH#SXUSRVH#DQG#
REMHFWLYHV#RI#WKH#IXQG#RU#SRROHG#LQYHVWPHQW#IXQG/#WKH#GXWLHV#RI#WKH#
SHUVRQV#UHVSRQVLEOH#IRU#WKH#PDQDJHPHQW#DQG#DGPLQLVWUDWLRQ#RI#WKH#IXQG#
RU#SRROHG#LQYHVWPHQW#IXQG#DQG#WKH#PDQQHU#LQ#ZKLFK#LQYHVWPHQWV#DUH#WR#
EH#FRQVLGHUHG#DQG#PDGH1µ#

7176 %DVHG#RQ#RXU#UHYLHZ#ZH#IRXQG#WKDW#WKH#&RUSRUDWLRQ#ZDV#LQ#
FRPSOLDQFH#ZLWK#WKH#1%,0&#$FW#ZLWK#UHVSHFW#WR#WKH#UHTXLUHG#FRQWHQW#RI#
LWV#LQYHVWPHQW#SROLFLHV1

,QGXVWU\#EHVW#SUDFWLFHV 7177 :H#FRQFOXGHG#WKH#SROLFLHV#DUH#DSSURSULDWH#ZKHQ#FRPSDUHG#WR#
LQGXVWU\#EHVW#SUDFWLFHV#ZLWK#RQH#H[FHSWLRQ1#7KH#LVVXH#LV#WKH#OLQNDJH#RI#
WKH#SXUSRVH#RI#WKH#SODQ#ZLWK#WKH#REMHFWLYH#RI#WKH#LQYHVWPHQW#SROLF\1

7178 7KH#LQYHVWPHQW#SROLF\#RI#WKH#SODQ/#DV#GRFXPHQWHG#E\#WKH#WUXVWHH#
+1%,0&,#VWDWHV=

#«#WKH#IROORZLQJ#REMHFWLYHV#VKRXOG#IRUP#WKH#EDVLV#RI#WKH#366)#
LQYHVWPHQW#SROLF\>

PD[LPL]H#LQYHVWPHQW#UHWXUQV>#DQG

SURWHFW#DFFXPXODWHG#DVVHWV1

7179 7KH#LQYHVWPHQW#SROLF\#DOVR#VWDWHV#WKDW#´RQH#RI#WKH#FRUSRUDWLRQ·V#
REMHFWLYHV#LV#WR#SURYLGH#D#ORQJ0WHUP#UHDO#UDWH#RI#UHWXUQ#RQ#LQYHVWPHQW#
VXSHULRU#WR#WKH#DVVXPSWLRQ#XVHG#LQ#WKH#PRVW#UHFHQW#DFWXDULDO#YDOXDWLRQ/#
ZKLFK#LV#713#SHUFHQW1µ
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 9<



'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
717: 7KH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#$FW#GRHV#QRW#GRFXPHQW#D#
SXUSRVH#RU#PLVVLRQ#IRU#WKH#SHQVLRQ#SODQ1#$#VWDWHPHQW#RI#SXUSRVH#LV#
LQFOXGHG#LQ#WKH#HPSOR\HH#ERRNOHWV#DQG#EURFKXUHV#DQG#LW#UHDGV#´WR#
SURYLGH#ILQDQFLDO#VHFXULW\#WR#SODQ#PHPEHUVµ1#+RZHYHU/#WKH#'HSDUWPHQW#
RI#)LQDQFH#LQGLFDWHG#WKDW#WKLV#ZRUGLQJ#GRHV#QRW#SURSHUO\#UHIOHFW#WKH#
SXUSRVH#RI#WKH#SODQ1#$V#D#UHVXOW#RI#WKHUH#QRW#EHLQJ#D#VXLWDEOH#SXUSRVH#IRU#
WKH#SODQ/#LW#LV#QRW#SRVVLEOH#WR#HVWDEOLVK#D#OLQN#ZLWK#WKH#REMHFWLYH#RI#WKH#
LQYHVWPHQW#SROLF\1

5HFRPPHQGDWLRQV# 717; 7KH#JRYHUQRU#KDV#QHYHU#IRUPDOO\#DSSURYHG#WKH#LQYHVWPHQW#
SROLF\#DQG#ZH#UHFRPPHQGHG#WKH#DSSURSULDWH#DSSURYDO#EH#VRXJKW1#

717< :H#UHFRPPHQGHG#WKHUH#EH#D#GRFXPHQWHG#SXUSRVH#RU#PLVVLRQ#
IRU#WKH#SHQVLRQ#SODQ1#:H#DOVR#UHFRPPHQGHG#WKHUH#EH#D#FOHDU#OLQN#
EHWZHHQ#WKH#SXUSRVH#RI#WKH#SHQVLRQ#SODQ#DQG#WKH#ORQJ0WHUP#UHDO#UDWH#
RI#UHWXUQ#REMHFWLYH#DV#VHW#E\#1%,0&#LQ#WKH#LQYHVWPHQW#SROLF\#IRU#WKH#
IXQG1

&RQFOXVLRQ 7183 2YHUDOO#WKLV#FULWHULRQ#LV#SDUWLDOO\#PHW1#7KH#JRYHUQRU·V#UROH#LQ#WKH#
SUHSDUDWLRQ#DQG#DSSURYDO#RI#WKH#LQYHVWPHQW#SROLF\#LV#LQIRUPDO#DQG#WKLV#
LQFUHDVHV#WKH#ULVN#WKDW#WKH#JRYHUQRU·V#UROH#PD\#QRW#EH#IXOILOOHG1#)URP#WKH#
SHUVSHFWLYH#RI#1%,0&·V#UHVSRQVLELOLWLHV/#WKH#FULWHULRQ#KDV#EHHQ#PHW1

,QYHVWPHQW#SROLFLHV#VKRXOG#
EH#UHJXODUO\#UHYLHZHG

7184 2XU#VHFRQG#FULWHULRQ#ZDV=

,QYHVWPHQW#SROLFLHV#DQG#JRDOV#VKRXOG#EH#UHYLHZHG#RQ#D#UHJXODU#
EDVLV#DQG#XSGDWHG#DV#UHTXLUHG1

7185 2QFH#DQ#DSSURSULDWH#LQYHVWPHQW#SROLF\#KDV#EHHQ#SUHSDUHG#DQG#
DSSURYHG/#LW#LV#LPSRUWDQW#WR#XSGDWH#WKH#SROLF\#IURP#WLPH#WR#WLPH#WR#HQVXUH#
LW#FRQWLQXHV#WR#EH#DSSURSULDWH#LQ#OLJKW#RI#FKDQJLQJ#FRQGLWLRQV1#1%,0&#
KDV#WKH#UHVSRQVLELOLW\#WR#GHYHORS#WKH#SROLF\#DQG#WR#NHHS#LW#FXUUHQW1

7186 2XU#DXGLW#GLVFORVHG#WKDW#1%,0&#ODVW#UHYLHZHG#WKH#LQYHVWPHQW#
SROLF\/#DV#UHTXLUHG/#ZLWKLQ#RQH#\HDU#RI#D#IXQGLQJ#YDOXDWLRQ1#7KH#ODWHVW#
LQYHVWPHQW#SROLF\#LV#GDWHG#4#$SULO#5334/#ZKLOH#WKH#ODVW#DFWXDULDO#IXQGLQJ#
YDOXDWLRQ#LV#GDWHG#4#$SULO#53331#$V#ZHOO/#ZH#ZHUH#LQIRUPHG#WKDW#DV#D#
PDWWHU#RI#SUDFWLFH#1%,0&#DOVR#H[DPLQHV#WKH#QHHG#IRU#DQ#LQYHVWPHQW#
SROLF\#UHYLHZ#RQ#D#\HDUO\#EDVLV#DQG#XSGDWHV#LW#LI#QHFHVVDU\1

7187 7KHUH#DUH#QR#OHJLVODWLYH#UHTXLUHPHQWV#WKDW#QHFHVVLWDWH#WKH#
LQYROYHPHQW#RI#WKH#SODQ#JRYHUQRU#LQ#WKH#SHULRGLF#UHYLHZ#DQG#XSGDWH#RI#
WKH#LQYHVWPHQW#SROLF\1#$V#ZHOO/#QR#IRUPDO#SUDFWLFHV#KDYH#EHHQ#IROORZHG#
E\#WKH#JRYHUQRU#LQ#WKLV#UHJDUG1#

7188 )RU#VRPH#WLPH#WKH#'HSDUWPHQW#RI#)LQDQFH#KDV#EHHQ#XVLQJ#WKH#
´DFWXDULDO#YDOXDWLRQ#FRPPLWWHHµ#WR#GHYHORS#UHFRPPHQGDWLRQV#UHODWHG#WR#
WKH#DFWXDULDO#YDOXDWLRQV#RI#SHQVLRQ#SODQV1#7KLV#FRPPLWWHH#FRQVLVWV#RI#
VHYHQ#VHQLRU#HPSOR\HHV#DQG#UHSRUWV#WR#WKH#0LQLVWHU#RI#)LQDQFH1
:3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
7189 7KH#WHUPV#RI#UHIHUHQFH#IRU#WKH#FRPPLWWHH#KDYH#EHHQ#LQ#H[LVWHQFH#
VLQFH#2FWREHU#4<<91#6RPH#NH\#DVSHFWV#RI#WKH#WHUPV#RI#UHIHUHQFH#LQFOXGH=

• WR#UHFRPPHQG#DSSURSULDWH#WHUPV#RI#UHIHUHQFH#IRU#WKH#DFWXDULDO#
YDOXDWLRQV/#EDVHG#RQ#WKH#REMHFWLYHV#RI#WKH#DFWXDULDO#YDOXDWLRQ>

• WR#UHFRPPHQG#WKH#YDOXDWLRQ#PHWKRG+V,#DQG#DFWXDULDO#DVVXPSWLRQV#RQ#
ZKLFK#WKH#YDOXDWLRQ#LV#WR#EH#EDVHG>#DQG

• WR#UHFHLYH#WKH#DFWXDU\·V#YDOXDWLRQ#UHSRUW#DQG#WR#PDNH#
UHFRPPHQGDWLRQV#EDVHG#RQ#WKH#UHSRUW1

718: :H#H[DPLQHG#WKH#PLQXWHV#RI#WKH#FRPPLWWHH#PHHWLQJV#EDFN#WR#
2FWREHU#4<<91#:H#QRWHG#WKDW#RQ#RQH#RFFDVLRQ#WKH#FRPPLWWHH#GHYRWHG#
WLPH#WR#H[DPLQLQJ#WKH#LPSDFW#WKDW#YDU\LQJ#UDWHV#RI#UHWXUQ#DVVXPSWLRQV#
ZRXOG#KDYH#RQ#WKH#SHQVLRQ#SODQ1#6XFK#LQIRUPDWLRQ#SURYLGHV#WKH#
RSSRUWXQLW\#WR#HTXDWH#LQYHVWPHQW#ULVN#ZLWK#UDWHV#RI#UHWXUQ#DQG#WR#H[DPLQH#
WKH#LPSDFW#RI#WKHVH#ULVNV#RQ#WKH#H[SHFWHG#UHWXUQV1

718; ,I#VXFK#DQ#DQDO\VLV#ZHUH#FRQGXFWHG#RQ#D#PRUH#IUHTXHQW#EDVLV/#DQG#
WKH#UHVXOWV#ZHUH#PDGH#DYDLODEOH#WR#WKH#SODQ#JRYHUQRU/#WKH#JRYHUQRU#
ZRXOG#EH#LQ#D#PXFK#EHWWHU#SRVLWLRQ#WR#GLVFXVV#DQG#DSSURYH#LQYHVWPHQW#
SROLF\#FKDQJHV#ZKHQ#FDOOHG#XSRQ#WR#GR#VR1#

718< 1%,0&#KDV#DGYLVHG#XV#WKDW/#DV#SDUW#RI#WKH#QRUPDO#SURFHGXUH#WR#
XSGDWH#WKH#LQYHVWPHQW#SROLF\/#WKH\#VROLFLW#LQSXW#IURP#WKH#0LQLVWHU#RI#
)LQDQFH#UHJDUGLQJ#´WKH#VSRQVRU·V#ULVN#WROHUDQFHµ1#7KLV#FRPPXQLFDWLRQ#
ZLWK#WKH#SODQ#JRYHUQRU#LV#DQ#LPSRUWDQW#SDUW#RI#WKH#SURFHVV#ZKHQ#
FRQVLGHULQJ#FKDQJHV#WR#WKH#LQYHVWPHQW#SROLF\1#

7193 ,W#LV#DOVR#LPSRUWDQW#WKDW#WKHUH#EH#FRPPXQLFDWLRQ#EHWZHHQ#
1%,0&#DQG#WKH#SODQ#JRYHUQRU#RQ#WKH#JRYHUQRU·V#SRVLWLRQ#RQ#PDWWHUV#
UHODWHG#WR#IXQGLQJ#WKH#SODQ1#)RU#LQVWDQFH/#LW#ZRXOG#EH#KHOSIXO#IRU#WKH#
JRYHUQRU#WR#H[SODLQ#SODQQHG#FKDQJHV#WR#WKH#DPRXQW#RU#WLPLQJ#RI#
FRQWULEXWLRQV/#SODQQHG#FKDQJHV#WR#EHQHILWV#DQG#KRZ#SODQ#VXUSOXVHV#RU#
GHILFLWV#DUH#WR#EH#KDQGOHG1#7KHVH#DUH#DOO#IDFWRUV#WKDW#VKRXOG#EH#DGGUHVVHG#
LQ#GHWHUPLQLQJ#WKH#RYHUDOO#LQYHVWPHQW#VWUDWHJ\1

7194 ,W#LV#RXU#EHOLHI#WKDW#WKHUH#VKRXOG#EH#D#IRUPDO#SURFHVV#HVWDEOLVKHG#
DQG#GRFXPHQWHG#ZLWKLQ#WKH#LQYHVWPHQW#SROLF\#ZKHUHE\#WKH#JRYHUQRU#RI#
WKH#SODQ#SDUWLFLSDWHV#LQ#D#SURGXFWLYH#GLVFXVVLRQ#ZLWK#1%,0&#
UHSUHVHQWDWLYHV#RQ#PDWWHUV#VXFK#DV#WKH#JRYHUQRU·V#YLHZ#RQ#SODQ#IXQGLQJ#
DQG#ULVN#WROHUDQFH1#)ROORZLQJ#WKH#DSSURSULDWH#FRPPXQLFDWLRQ#EHWZHHQ#
WKH#SDUWLHV/#WKHUH#VKRXOG#EH#D#SURFHVV#WR#HQVXUH#WKH#SODQ#JRYHUQRU·V#
DSSURYDO#LV#LQ#SODFH1#:KLOH#WKH#JRYHUQRU#DQG#1%,0&#VKRXOG#FRQVLGHU#
ZKLFK#SROLF\#FKDQJHV#VKRXOG#EH#DSSURYHG#E\#WKH#JRYHUQRU/#ZH#VXJJHVW#
WKDW#DV#D#PLQLPXP/#DSSURYDO#EH#JLYHQ#WR#WKRVH#SROLFLHV#+L1H1#DVVHW#FODVVHV#
DQG#DOORFDWLRQ#SHUFHQWDJHV,#WKDW#DUH#FULWLFDO#WR#WKH#SHUIRUPDQFH#RI#WKH#
IXQG1
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'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
5HFRPPHQGDWLRQ 7195 :H#UHFRPPHQGHG#WKH#LQYHVWPHQW#SROLF\#LQFOXGH#WKH#
UHTXLUHPHQW#IRU#DSSURSULDWH#FRPPXQLFDWLRQ#ZLWK#WKH#SODQ#JRYHUQRU#
ZKHQ#FKDQJHV#WR#LQYHVWPHQW#SROLF\#DUH#SUHSDUHG1#

5HVSRQVH#IURP#1%,0& 7196 1%,0&#XQGHUWDNHV#SHULRGLF#FRPPXQLFDWLRQ#ZLWK#WKH#SODQ#
VSRQVRU#LQ#UHJDUGV#WR#SODQ#DVVHW#PL[#UHYLHZV1#7KH#1%,0&#%RDUG#
FRQVLGHUV#LW#LPSRUWDQW#WR#LQFRUSRUDWH#WKH#VSRQVRU·V#YLHZV#LQ#PDNLQJ#WKHVH#
GHFLVLRQV1#7KH#%RDUG#ZRXOG#DOVR#FRQVLGHU#SODQ#)XQGLQJ#3ROLFLHV#
GHYHORSHG#E\#WKH#6SRQVRU#WR#EH#YDOXDEOH#LQIRUPDWLRQ#WR#EH#FRQVLGHUHG#LQ#
PDNLQJ#LWV#GHFLVLRQV1

7197 $OWKRXJK#ZH#GR#QRW#FRQVLGHU#FRPPXQLFDWLRQ#ZLWK#WKH#SODQ#
VSRQVRU#DQ#DSSURSULDWH#VXEMHFW#RI#WKH#,QYHVWPHQW#3ROLF\#VXFK#
FRPPXQLFDWLRQ#LV#QRUPDO#SUDFWLFH#DV#HYLGHQFHG#E\#WKH#%XVLQHVV#3ODQ#RI#
WKH#&RUSRUDWLRQ1

7198 :H#ZRXOG#SRLQW#RXW#DV#ZHOO#WKDW#RQH#RI#WKH#UHDVRQV#WKH#'HSXW\#
0LQLVWHU#RI#)LQDQFH#LV#D#PHPEHU#RI#WKH#%RDUG#LV#WR#HQVXUH#WKH#3ODQ#
6SRQVRU#LV#DZDUH#RI#,QYHVWPHQW#3ROLF\#PDWWHUV#DQG#LQYHVWPHQW#UHVXOWV#DV#
ZHOO#DV#RWKHU#LPSRUWDQW#LQIRUPDWLRQ1#:H#SURYLGH#WKH#PHPEHUV#RI#WKH#
%RDUG#ZLWK#GRFXPHQWDWLRQ#LQ#DGYDQFH#RI#PHHWLQJV#DQG#PLQXWHV#RI#DOO#
GHFLVLRQV1#,Q#RXU#YLHZ#WKLV#PHHWV#WKH#UHTXLUHPHQW#RI#WKLV#
UHFRPPHQGDWLRQ1

5HFRPPHQGDWLRQV 7199 :H#UHFRPPHQGHG#WKH#UROH#RI#WKH#SODQ#JRYHUQRU#EH#IRUPDOL]HG#
WR#HQVXUH#WKDW#WKH#JRYHUQRU·V#DSSURYDO#LV#UHTXLUHG#IRU#FHUWDLQ#
FKDQJHV#WR#WKH#LQYHVWPHQW#SROLF\#+L1H1#DVVHW#FODVVHV#DQG#DOORFDWLRQ#
SHUFHQWDJHV,1

719: :H#UHFRPPHQGHG#WKH#DFWXDULDO#UHYLHZ#FRPPLWWHH#EH#XVHG#E\#
WKH#JRYHUQRU#WR#SURYLGH#LQIRUPDWLRQ#WKDW#FDQ#EH#XVHG#WR#DVVLVW#LQ#
PDNLQJ#ZHOO0LQIRUPHG#GHFLVLRQV#RQ#WKH#LQYHVWPHQW#SROLF\#RI#WKH#SODQ1

'HSDUWPHQWDO#UHVSRQVH 719; 7KH#FRQFHSW#RI#D#SODQ#JRYHUQRU#ZDV#QRW#ZHOO#HVWDEOLVKHG#DW#WKH#
WLPH#WKH#1%,0&#OHJLVODWLRQ#ZDV#GUDIWHG#LQ#4<<71

719< *LYHQ#WKDW#WKH#0LQLVWHU#LV#UHVSRQVLEOH#IRU#HQVXULQJ#WKDW#DOO#
EHQHILWV#DUH#SDLG/#WKH#'HSDUWPHQW#DJUHHV#WKDW#WKHUH#LV#D#QHHG#WR#HVWDEOLVK#
PHFKDQLVPV#WR#HQVXUH#WKDW#WKH#1%,0&#GHYHORSV#DQ#DSSURSULDWH#
LQYHVWPHQW#SROLF\#WKDW#WDNHV#LQWR#DFFRXQW#WKH#ULVN#WROHUDQFHV#RI#WKH#
3URYLQFH/#LQFOXGLQJ#IXQGLQJ#DQG#DFFRXQWLQJ#FRQVLGHUDWLRQV1#7KH#
'HSDUWPHQW#ZLOO#ORRN#DW#KRZ#WKHVH#VWHSV#FDQ#EH#XQGHUWDNHQ#LQ#
FRRSHUDWLRQ#ZLWK#1%,0&1#7KHUH#PD\#EH#FHUWDLQ#SROLF\#DQG#
LPSOHPHQWDWLRQ#LVVXHV#WKDW#ZLOO#WDNH#VRPH#WLPH#WR#UHVROYH1

&RQFOXVLRQ 71:3 7KHUH#DUH#LQIRUPDO#SURFHGXUHV#LQ#SODFH#WR#LQYROYH#WKH#SODQ#
JRYHUQRU#LQ#WKH#UHYLHZ#DQG#XSGDWH#RI#WKH#LQYHVWPHQW#SROLF\1#1%,0&#KDV#
SURFHGXUHV#LQ#SODFH#WR#HQVXUH#WKH#LQYHVWPHQW#SROLFLHV#DUH#NHSW#FXUUHQW1#
+RZHYHU/#VLQFH#WKH#SODQ#JRYHUQRU·V#UROH#KDV#QRW#EHHQ#VHW#RXW#LQ#D#IRUPDO#
:5 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
ZD\/#WKDW#ZRXOG#HQVXUH#D#FRQVLVWHQW#LQYROYHPHQW#LQ#WKH#UHYLHZ#DQG#
XSGDWH#RI#WKH#LQYHVWPHQW#SROLF\/#ZH#FRQFOXGH#WKDW#WKLV#FULWHULRQ#KDV#EHHQ#
RQO\#SDUWLDOO\#PHW1

6HOHFWLRQ#RI#LQYHVWPHQW#
PDQDJHUV

71:4 2XU#WKLUG#FULWHULRQ#ZDV=

6HOHFWLRQ#FULWHULD#IRU#LQYHVWPHQW#PDQDJHUV#VKRXOG#EH#FOHDUO\#
HVWDEOLVKHG#DQG#FRPSOLHG#ZLWK1

71:5 #6HOHFWLQJ#WKH#PRVW#DSSURSULDWH#LQYHVWPHQW#PDQDJHU#WR#PDNH#
LQYHVWPHQW#GHFLVLRQV#LV#DQ#LPSRUWDQW#DVSHFW#RI#WKH#DVVHW#PDQDJHPHQW#
SURFHVV1#7KH#VHOHFWLRQ#SURFHVV#UHTXLUHV#D#VRXQG#PHWKRGRORJ\#WR#EH#LQ#
SODFH#WR#JXLGH#WKH#GHFLVLRQ#WR#XWLOL]H#H[WHUQDO#PDQDJHUV#DV#ZHOO#DV#WR#
PDNH#WKH#FKRLFH#EHWZHHQ#WKH#PDQDJHUV1

71:6 7KH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#$FW#QDPHV#1%,0&#DV#WKH#
WUXVWHH#IRU#WKH#SHQVLRQ#IXQGV#DQG#LW#GLUHFWV#WKDW#WKH#IXQGV#EH#LQYHVWHG#LQ#
DFFRUGDQFH#ZLWK#WKH#7UXVWHHV#$FW1#/HJLVODWLRQ#UHTXLUHV#WKH#&RUSRUDWLRQ#
WR#GHYHORS#DQG#DGKHUH#WR#D#VWDWHPHQW#RI#LQYHVWPHQW#SROLFLHV#DQG#
JXLGHOLQHV1#,W#DOVR#DOORZV#1%,0&#WR#HQWHU#LQWR#DJUHHPHQWV#ZLWK#RWKHUV#WR#
DFW#DV#WUXVWHH#RU#WR#SURYLGH#LQYHVWPHQW#FRXQVHOOLQJ#VHUYLFHV#RU#RWKHU#
VHUYLFHV1

71:7 $V#D#UHVXOW#RI#WKH#UHVSRQVLELOLWLHV#DVVLJQHG#WR#1%,0&#E\#
OHJLVODWLRQ/#WKHUH#LV#QR#UROH#IRU#WKH#SODQ#JRYHUQRU#WR#SOD\#LQ#WKH#VHOHFWLRQ#
RI#WKH#IXQG·V#LQYHVWPHQW#PDQDJHU1#6LQFH#WKH#&RUSRUDWLRQ#KDV#DOVR#EHHQ#
JUDQWHG#WKH#DXWKRULW\#WR#KLUH#H[WHUQDO#LQYHVWPHQW#PDQDJHUV/#WKHUH#LV#QR#
GLUHFW#UHVSRQVLELOLW\#IRU#WKH#SODQ#JRYHUQRU#LQ#WKLV#SURFHVV1#

71:8 $W#64#0DUFK#5334#OHVV#WKDQ#8(#RI#WKH#IXQG#LQYHVWPHQWV#ZHUH#
ZLWK#H[WHUQDO#LQYHVWPHQW#PDQDJHUV1#7KH#UHPDLQGHU#ZDV#PDQDJHG#
GLUHFWO\#E\#1%,0&1#

71:9 7R#GDWH/#1%,0&#KDV#FRQGXFWHG#WKUHH#VHDUFKHV#WR#KLUH#H[WHUQDO#
PDQDJHUV1#)ROORZLQJ#WKH#H[SHULHQFH#LQ#WKH#ILUVW#VHDUFK/#1%,0&#
GHYHORSHG#D#SURFHVV#IRU#VHOHFWLRQ#RI#H[WHUQDO#LQYHVWPHQW#PDQDJHUV1#7KLV#
SURFHVV#ZDV#VXEVHTXHQWO\#DSSURYHG#E\#WKH#1%,0&#%RDUG#RI#'LUHFWRUV#DV#
WKH#.H\#9HQGRU#6HOHFWLRQ#3ROLF\1#

71:: :H#UHYLHZHG#WKH#GRFXPHQWDWLRQ#RQ#ILOH#WR#HVWDEOLVK#LI#WKHUH#ZDV#
FRPSOLDQFH#ZLWK#WKH#SURFHVV#DSSURYHG#E\#WKH#%RDUG#RI#'LUHFWRUV1#:H#
FRQFOXGH#WKDW#1%,0&#KDV#FRPSOLHG#ZLWK#WKH#DSSURYHG#SURFHVV#IRU#
VHOHFWLQJ#H[WHUQDO#LQYHVWPHQW#PDQDJHUV1

&RQFOXVLRQ 71:; 7KLV#FULWHULRQ#KDV#EHHQ#PHW1#1%,0&#IROORZV#FOHDUO\#HVWDEOLVKHG#
SUDFWLFHV#LQ#WKHLU#KLULQJ#RI#H[WHUQDO#PDQDJHUV1#7KH#JRYHUQRU#KDV#QR#
FRQWURO#LQ#WKH#VHOHFWLRQ#RI#WKH#LQYHVWPHQW#PDQDJHU#VLQFH#1%,0&#LV#
DSSRLQWHG#E\#OHJLVODWLRQ1#
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'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
0RQLWRULQJ#SHUIRUPDQFH#RI#
LQYHVWPHQW#PDQDJHUV

71:< 2XU#IRXUWK#FULWHULRQ#ZDV=

7KH#LQYHVWPHQW#PDQDJHU·V#SHUIRUPDQFH#VKRXOG#EH#URXWLQHO\#
PRQLWRUHG#DQG#HYDOXDWHG#ZLWK#FRUUHFWLYH#DFWLRQ#WDNHQ#DV#
UHTXLUHG1#&RPSOLDQFH#ZLWK#WKH#SODQ·V#LQYHVWPHQW#SROLFLHV#DQG#
JRDOV#VKRXOG#EH#PRQLWRUHG1

71;3 ,W#LV#UHDVVXULQJ#WR#NQRZ#WKDW#LQYHVWPHQW#PDQDJHUV#KDYH#EHHQ#
FDUHIXOO\#VHOHFWHG/#XVLQJ#D#SUH0DSSURYHG#SURFHVV1#+RZHYHU/#FKRRVLQJ#WKH#
ULJKW#LQYHVWPHQW#PDQDJHUV#LV#QRW#WKH#HQG#RI#WKH#SURFHVV1#7KHUH#PXVW#EH#D#
PHDQV#RI#HQVXULQJ#WKDW#PDQDJHUV#FRQWLQXH#WR#SHUIRUP#DW#DQ#DFFHSWDEOH#
OHYHO1#

71;4 5HFHLYLQJ#LQIRUPDWLRQ#RQ#PDQDJHU#SHUIRUPDQFH#RQ#D#UHJXODU#
EDVLV#JLYHV#WKH#RSSRUWXQLW\#WR#WDNH#DFWLRQ#ZKHUH#SHUIRUPDQFH#KDV#QRW#PHW#
H[SHFWDWLRQV1#,W#DOVR#DOORZV#WKH#RSSRUWXQLW\#WR#HQVXUH#WKDW#PDQDJHUV#DUH#
FRPSO\LQJ#ZLWK#LQYHVWPHQW#SROLFLHV#DQG#RWKHU#DJUHHG#XSRQ#WHUPV1

71;5 7KH#QHHG#IRU#WKH#SHUIRUPDQFH#LQIRUPDWLRQ#LV#VHHQ#DW#WZR#OHYHOV>#
EHWZHHQ#WKH#SODQ#JRYHUQRU#DQG#1%,0&#DQG#EHWZHHQ#1%,0&#DQG#LWV#
H[WHUQDO#DQG#HPSOR\HH#PDQDJHUV1

0RQLWRULQJ#DQG#HYDOXDWLQJ#
1%,0&

71;6 /HJLVODWLRQ#GRHV#QRW#HVWDEOLVK#SURFHGXUHV#IRU#WKH#SODQ#JRYHUQRU#
WR#IROORZ#LQ#PRQLWRULQJ#DQG#HYDOXDWLQJ#WKH#SHUIRUPDQFH#RI#1%,0&1#$V#
ZHOO/#EDVHG#RQ#RXU#UHYLHZ/#ZH#KDYH#EHHQ#XQDEOH#WR#LGHQWLI\#%RDUG#RI#
0DQDJHPHQW#RU#GHSDUWPHQWDO#SROLFLHV#FRYHULQJ#WKH#SODQ#JRYHUQRU·V#UROH#
LQ#WKLV#UHJDUG1

71;7 :H#KHOG#GLVFXVVLRQV#ZLWK#WKH#'HSDUWPHQW#RI#)LQDQFH#WR#LGHQWLI\#
WKH#SURFHGXUHV#WKH\#IROORZ#WR#PRQLWRU#WKH#LQYHVWPHQW#UHVXOWV1#7KH\#
LQGLFDWHG#WKDW#WKH\#FRPSDUH#DFWXDO#UHVXOWV#DJDLQVW#EHQFKPDUNV#VHW#E\#
1%,0&#DQG#DOVR#DJDLQVW#LQGXVWU\#EHQFKPDUNV1#5HVXOWV#DUH#UHSRUWHG#WR#
WKH#'HSXW\#0LQLVWHU#DQG/#LI#VLJQLILFDQW/#WR#WKH#0LQLVWHU1#,I#DFWLRQ#LV#
UHTXLUHG/#LW#ZRXOG#EH#LQLWLDWHG#DW#WKH#'HSXW\#0LQLVWHU#OHYHO1

71;8 2IILFLDOV#DW#1%,0&#FRQILUPHG#WKDW#DOWKRXJK#WKHUH#LV#QR#IRUPDO#
PRQLWRULQJ#DQG#HYDOXDWLRQ#RI#WKHLU#UROH/#DV#WUXVWHH#RU#LQYHVWPHQW#
PDQDJHU/#WKHUH#DUH#D#QXPEHU#RI#FKHFNSRLQWV=

• WKH#'HSXW\#0LQLVWHU#RI#)LQDQFH#LV#D#PHPEHU#RI#WKH#%RDUG#RI#
'LUHFWRUV>

• 1%,0&#RIILFLDOV#PHHW#ZLWK#WKH#0LQLVWHU#RI#)LQDQFH#DW#OHDVW#RQFH#
GXULQJ#WKH#\HDU>

• 1%,0&#SURGXFHV#DQ#DQQXDO#UHSRUW#WKDW#LV#WDEOHG#LQ#WKH#/HJLVODWXUH>#
DQG

• WKH#&RUSRUDWLRQ#DSSHDUV#DQQXDOO\#EHIRUH#WKH#6WDQGLQJ#&RPPLWWHH#RQ#
&URZQ#&RUSRUDWLRQV1#
:7 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
0RQLWRULQJ#DQG#HYDOXDWLQJ#
1%,0&·V#LQYHVWPHQW#
PDQDJHPHQW#VWDII

71;9 1%,0&#KDV#D#V\VWHP#LQ#SODFH#WR#PRQLWRU#DQG#HYDOXDWH#WKH#
SHUIRUPDQFH#RI#LWV#LQYHVWPHQW#PDQDJHPHQW#VWDII1#7KLV#V\VWHP#LV#DOVR#
GHVLJQHG#WR#HQVXUH#WKHUH#LV#FRPSOLDQFH#ZLWK#WKH#LQYHVWPHQW#SROLFLHV1

71;: ,Q#RXU#RSLQLRQ#WKH#UHSRUWV#SUHSDUHG#DUH#SURYLGLQJ#VXIILFLHQW#
GHWDLO#WR#HQDEOH#WKH#&KLHI#,QYHVWPHQW#2IILFHU#WR#PRQLWRU#LQYHVWPHQW#
VWUDWHJLHV#DQG#WR#HQDEOH#WKH#3UHVLGHQW#WR#PRQLWRU#WKH#LQYHVWPHQW#SROLF\#
DQG#LQYHVWPHQW#UHVXOWV#DJDLQVW#JRDOV#DQG#UHOHYDQW#EHQFKPDUNV/#VSHFLILHG#
ZLWKLQ#WKH#LQYHVWPHQW#SROLF\1

71;; ,W#LV#DOVR#RXU#RSLQLRQ#WKDW#WKH#3UHVLGHQW·V#TXDUWHUO\#UHSRUW#WR#WKH#
%RDUG#RI#'LUHFWRUV#SURYLGHV#VXIILFLHQW#LQIRUPDWLRQ#WR#WKH#%RDUG#WR#HQDEOH#
LW#WR#PRQLWRU#DQG#HYDOXDWH#WKH#SHUIRUPDQFH#RI#1%,0&·V#LQWHUQDO#
LQYHVWPHQW#PDQDJHUV1

0RQLWRULQJ#DQG#HYDOXDWLQJ#
1%,0&·V#H[WHUQDO#LQYHVWPHQW#
PDQDJHUV#

71;< 7KH#GHFLVLRQ#E\#1%,0&#WR#KLUH#H[WHUQDO#PDQDJHUV#ZDV#
SURPSWHG#E\#D#FKDQJH#LQ#LQYHVWPHQW#SROLF\1#$#GHFLVLRQ#ZDV#PDGH#WR#
LQFUHDVH#WKH#DPRXQW#RI#LQWHUQDWLRQDO#DVVHWV#DQG#1%,0&#GHFLGHG#WKLV#
UHTXLUHG#VSHFLDOL]HG#LQYHVWPHQW#H[SHUWLVH#WKDW#ZDV#QRW#DYDLODEOH#
LQWHUQDOO\1#1%,0&#KDV#VLQFH#LQFUHDVHG#WKH#QXPEHU#RI#VSHFLDOL]HG#
LQYHVWPHQW#PDQGDWHV#PDQDJHG#H[WHUQDOO\1

71<3 :H#UHYLHZHG#WKH#PRQLWRULQJ#DQG#HYDOXDWLRQ#SURFHVVHV#FDUULHG#
RXW#E\#1%,0&#IRU#WKH#WZR#LQYHVWPHQW#PDQDJHUV#ZLWK#ZKLFK#LW#KDG#
GHDOLQJV#IRU#D#SHULRG#RI#RQH#\HDU#RU#PRUH1#2QH#PDQDJHU#KDG#EHHQ#RQ#
FRQWUDFW#ZLWK#1%,0&#VLQFH#WKH#&RUSRUDWLRQ·V#LQFHSWLRQ/#DOWKRXJK#LWV#
PDQGDWH#ZDV#UHYLVHG#LQ#'HFHPEHU#4<<<1#7KH#RWKHU#PDQDJHU#KDV#EHHQ#
XQGHU#FRQWUDFW#VLQFH#$SULO#53331#

71<4 7KH#FRQWUDFWV#VHW#WKH#LQYHVWPHQW#SROLFLHV#IRU#WKH#PDQDJHUV#DV#
ZHOO#DV#WKH#UHSRUWLQJ#UHTXLUHPHQWV#WR#1%,0&1#7R#PRQLWRU#WKH#H[WHUQDO#
PDQDJHUV/#VWDII#RI#1%,0&#PDLQWDLQ#UHFRUGV#RI#DOO#LQYHVWPHQW#
WUDQVDFWLRQV#FDUULHG#RXW#E\#WKH#PDQDJHUV#DQG#UHFRQFLOH#WKHVH#UHFRUGV#WR#
WKH#FXVWRGLDQ#UHSRUWV#DQG#WKH#TXDUWHUO\#UHSRUWV#UHFHLYHG#IURP#WKH#
PDQDJHU1#$V#VXFK#WKH\#DUH#DEOH#WR#DVVHVV#FRPSOLDQFH#ZLWK#WKH#LQYHVWPHQW#
SROLFLHV#RI#HDFK#RI#WKH#PDQDJHUV#DQG#PRQLWRU#DQG#DVVHVV#PDQDJHU#
SHUIRUPDQFH1#$W#OHDVW#RQFH#SHU#\HDU#PDQDJHPHQW#RI#1%,0&#PHHW#ZLWK#
HDFK#LQYHVWPHQW#PDQDJHU#WR#GLVFXVV#LQYHVWPHQW#UHVXOWV#DQG#LQYHVWPHQW#
VWUDWHJ\1

71<5 :H#UHYLHZHG#WKH#H[WHUQDO#PDQDJHU#UHSRUWLQJ#UHTXLUHPHQWV#
GRFXPHQW#DQG#ZH#KDYH#LGHQWLILHG#IRXU#DUHDV#QRW#DGGUHVVHG#E\#WKH#
GRFXPHQW#ZKLFK#ZH#IHHO#ZRXOG#DVVLVW#1%,0&#LQ#WKH#PRQLWRULQJ#DQG#
HYDOXDWLRQ#RI#WKH#H[WHUQDO#LQYHVWPHQW#PDQDJHUV1#

• 1RQ0FRPSOLDQFH#ZLWK#LQYHVWPHQW#SROLFLHV#0#1%,0&#VKRXOG#
FRQVLGHU#KDYLQJ#WKH#SROLF\#UHTXLUH#DOO#H[WHUQDO#PDQDJHUV#DGYLVH#
1%,0&#LPPHGLDWHO\#ZKHQ#LQYHVWPHQWV#GR#QRW#FRPSO\#ZLWK#WKH#
SROLFLHV1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 :8



'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
• 'LVFORVXUH#RI#OHJDO#VXLWV#DQG#SRVVLEOH#SHQGLQJ#VXLWV#0#1%,0&#
VKRXOG#FRQVLGHU#UHTXLULQJ#DOO#H[WHUQDO#PDQDJHUV#WR#QRWLI\#1%,0&#RI#
DOO#OHJDO#VXLWV#DQG#SHQGLQJ#OHJDO#VXLWV#DJDLQVW#WKHP1

• )HH#VWUXFWXUH#0#5HJDUGOHVV#RI#WKH#IHH#VWUXFWXUH#LW#LV#LPSRUWDQW#WKDW#
WKH#IHHV#FRQWLQXH#WR#EH#FRPSHWLWLYH/#DIWHU#WDNLQJ#LQWR#FRQVLGHUDWLRQ#
WKH#LQYHVWPHQW#PDQDJHU·V#PDQGDWH1#:H#HQFRXUDJH#1%,0&#WR#
UH0HYDOXDWH#WKH#IHH#ZLWK#WKH#PDQDJHUV#DW#WKH#WLPH#RI#WKH#DQQXDO#
PHHWLQJV#WR#HQVXUH#LW#LV#VWLOO#UHDVRQDEOH#DQG#DSSURSULDWH1

• 0RQLWRULQJ#RI#0DQDJHUV#0#,Q#RXU#RSLQLRQ#1%,0&#VKRXOG#GHYHORS#D#
PHDQV#RI#GHFLGLQJ#ZKHQ#PDQDJHU#SHUIRUPDQFH#UHTXLUHV#LQWHUYHQWLRQ#
E\#WKH#&RUSRUDWLRQ1#:H#UHFRPPHQG#WKH#XVH#RI#D#FKHFNOLVW#WR#FDSWXUH#
WKH#VWDWXV#RI#WKH#VLWXDWLRQ#DQG#RXWOLQH#WKH#FLUFXPVWDQFHV#LQ#ZKLFK#
1%,0&#VKRXOG#VWDUW#WR#PRQLWRU#WKH#DFWLYLWLHV#PRUH#FORVHO\1#,W#FRXOG#
DOVR#VHW#RXW#VLWXDWLRQV#ZKHUH#1%,0&#ZRXOG#SXW#WKH#PDQDJHU#RQ#D#
ZDWFK0OLVW#DQG#ZKHQ#LW#ZRXOG#UHPRYH#WKH#PDQDJHU#IURP#WKH#
ZDWFK0OLVW1#,W#ZRXOG#EH#DSSURSULDWH#WR#FRPPXQLFDWH#WKLV#FKHFNOLVW#WR#
WKH#H[WHUQDO#PDQDJHUV1#

5HFRPPHQGDWLRQ 71<6 7KHUH#VKRXOG#EH#D#UHTXLUHPHQW#LQ#SODFH#IRU#WKH#SODQ#JRYHUQRU#
WR#IRUPDOO\#PRQLWRU#DQG#HYDOXDWH#1%,0&/#DV#DQ#LQYHVWPHQW#
PDQDJHU/#RQ#DW#OHDVW#DQ#DQQXDO#EDVLV1#

'HSDUWPHQWDO#UHVSRQVH 71<7 7KH#'HSDUWPHQW#DJUHHV#ZLWK#WKLV#UHFRPPHQGDWLRQ#DQG#ZLOO#EH#
WDNLQJ#VWHSV#WR#DGRSW#LW1

5HFRPPHQGDWLRQ 71<8 7KH#SURFHVV#IRU#PRQLWRULQJ#DQG#HYDOXDWLQJ#WKH#LQYHVWPHQW#
PDQDJHUV#KLUHG#E\#1%,0&#VKRXOG#EH#IXUWKHU#LPSURYHG#E\#
LQWURGXFLQJ#WKH#IROORZLQJ#HQKDQFHPHQWV=

• WKH#LPPHGLDWH#LGHQWLILFDWLRQ#RI#QRQ0FRPSOLDQFH#ZLWK#LQYHVWPHQW#
SROLF\>#

• WKH#GLVFORVXUH#RI#ODZ#VXLWV#DQG#SHQGLQJ#ODZ#VXLWV>
• HQVXULQJ#IHHV#SDLG#DUH#FRPSHWLWLYH>#DQG
• HVWDEOLVKLQJ#JXLGDQFH#RQ#KRZ#WR#GHDO#ZLWK#SRRU#SHUIRUPDQFH#E\#

H[WHUQDO#LQYHVWPHQW#PDQDJHUV1

5HVSRQVH#IURP#1%,0& 71<9 0DQDJHUV#DUH#FXUUHQWO\#UHTXLUHG#WR#FRQILUP#FRPSOLDQFH#DV#SDUW#
RI#WKHLU#TXDUWHUO\#UHSRUWLQJ#UHTXLUHPHQWV1#,Q#DGGLWLRQ/#1%,0&#VWDII#
PRQLWRU#PDQDJHU#SRUWIROLRV#RQ#D#ZHHNO\#EDVLV#WR#HQVXUH#FRPSOLDQFH1#
1RQHWKHOHVV/#\RXU#UHFRPPHQGDWLRQ#RQ#WKLV#PDWWHU#ZLOO#EH#LQFRUSRUDWHG#
LQWR#RXU#SURFHGXUHV1

71<: :H#ZLOO#UHTXLUH#PDQDJHUV#WR#FRQILUP#OHJDO#VXLWV#DQG#SHQGLQJ#
OHJDO#VXLWV#LQ#WKHLU#TXDUWHUO\#UHSRUWV1

71<; 0DQDJHU#IHHV#DUH#FRQVLGHUHG#ZKHQ#ZH#PDNH#WKH#LQLWLDO#KLULQJ#
GHFLVLRQ1#+RZHYHU/#RQFH#WKH#PDQDJHU#LV#LQ#SODFH/#LW#EHFRPHV#PRUH#
GLIILFXOW#WR#DVVHVV#WKH#FRPSHWLWLYHQHVV#RI#WKH#IHHV#DV#PDUNHW#LQIRUPDWLRQ#LV#
:9 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
QRW#DOZD\V#UHDGLO\#DYDLODEOH#RU#UHOLDEOH1#0RUHRYHU/#RXU#VHQVH#LV#WKDW#IHHV#
GR#QRW#WHQG#WR#IOXFWXDWH#LQ#DQ\#JUHDW#IDVKLRQ#RQ#D#\HDU0E\0\HDU#EDVLV#
ZLWKLQ#WKH#LQGXVWU\1#1RQHWKHOHVV/#ZH#ZLOO#EHJLQ#WKH#SUDFWLFH#RI#GLVFXVVLQJ#
IHH#DUUDQJHPHQWV#ZLWK#WKH#H[WHUQDO#PDQDJHUV#RQ#DQ#DQQXDO#EDVLV1

71<< 1%,0&#WDNHV#LWV#PRQLWRULQJ#RI#H[WHUQDO#PDQDJHU#UHVSRQVLELOLWLHV#
YHU\#VHULRXVO\#DQG#KDV#SXW#D#JUHDW#GHDO#RI#HIIRUW#LQWR#WKH#SURFHVV1#
:KHWKHU#WR#SODFH#D#PDQDJHU#RQ#D#ZDWFK#OLVW#RU#QRW#LV#VRPHZKDW#
VXEMHFWLYH#DV#QRW#DOO#FDVHV#FDQ#EH#WUHDWHG#VLPLODUO\1#:KLOH#D#FKHFNOLVW#FDQ#
EH#GHYHORSHG/#LW#LV#XOWLPDWHO\#SURIHVVLRQDO#MXGJPHQW#ZKLFK#LV#QHHGHG#WR#
GHFLGH#ZKLFK#FRXUVH#RI#DFWLRQ#LV#EHVW1

&RQFOXVLRQ 71433 7KLV#FULWHULRQ#KDV#EHHQ#SDUWLDOO\#PHW1#7KHUH#LV#QR#IRUPDO#SURFHVV#
LQ#SODFH#WR#PRQLWRU#WKH#SHUIRUPDQFH#RI#WKH#WUXVWHH/#1%,0&1#+RZHYHU/#
1%,0&#LV#DGHTXDWHO\#PRQLWRULQJ#LWV#LQYHVWPHQW#PDQDJHPHQW#VWDII#DQG#
WKH#FRQWUDFWHG#LQYHVWPHQW#PDQDJHUV#WR#HQVXUH#FRPSOLDQFH#ZLWK#WKH#
DSSOLFDEOH#LQYHVWPHQW#SROLFLHV1

3HUIRUPDQFH#UHSRUWLQJ 71434 2XU#ILIWK#FULWHULRQ#ZDV=

7KHUH#VKRXOG#EH#DQ#DQQXDO#UHSRUW#SURGXFHG#WKDW#JLYHV#UHDGHUV#
LQIRUPDWLRQ#WR#XQGHUVWDQG#WKH#SODQ#DQG#DVVHVV#WKH#
SHUIRUPDQFH#RI#WKH#SHQVLRQ#SODQ1

71435 2XU#2IILFH#DXGLWV#WKH#DQQXDO#ILQDQFLDO#VWDWHPHQWV#LVVXHG#IRU#WKH#
3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#3ODQ1#7KHVH#VWDWHPHQWV#DUH#UHSRUWHG#
SXEOLFO\1#1%,0&#SURGXFHV#DQ#DQQXDO#UHSRUW#WKDW#FRQWDLQV#LQYHVWPHQW#
SHUIRUPDQFH#LQIRUPDWLRQ#IRU#WKH#IXQG1#1%,0&·V#533305334#DQQXDO#
UHSRUW#VKRZHG#WKH#DVVHW#PL[#RI#WKH#IXQG/#WKH#IXQG·V#DFWXDO#UHWXUQ#DV#ZHOO#
DV#WKH#UHDO#UDWH#RI#UHWXUQ#FRPSDUHG#DJDLQVW#WKH#EHQFKPDUN#UHWXUQ#IRU#WKH#
FXUUHQW#\HDU1#:LWKLQ#WKH#DQQXDO#UHSRUW#WKHUH#LV#DQ#DFFRXQWDELOLW\#UHSRUW#
ZKLFK#FRPSDUHV#DFWXDO#UHVXOWV#DJDLQVW#WKH#REMHFWLYHV#RI#1%,0&1

71436 $QRWKHU#PHDQV#RI#UHSRUWLQJ/#FXUUHQWO\#LQ#XVH/#LV#DQ#DQQXDO#
EXOOHWLQ#LVVXHG#E\#1%,0&#WR#WKH#PHPEHUV#RI#WKH#SODQ1#7KLV#EXOOHWLQ#
FRQWDLQV#LQIRUPDWLRQ#SXEOLVKHG#LQ#1%,0&·V#DQQXDO#UHSRUW1#

71437 +RZHYHU/#WKH#3XEOLF#6HUYLFH#6XSHUDQQXDWLRQ#3ODQ#LWVHOI#KDV#QR#
DQQXDO#UHSRUW#DQG#DV#D#UHVXOW#WKHUH#LV#LQIRUPDWLRQ#WKDW#LV#QRW#SUHVHQWHG#WR#
PHPEHUV1#$#QXPEHU#RI#DUHDV#FRXOG#EH#GHYHORSHG#XVLQJ#WKH#JRYHUQPHQW·V#
DQQXDO#UHSRUW#SROLF\#DV#D#JXLGHOLQH1#7KH#IROORZLQJ#DUH#H[DPSOHV#RI#DUHDV#
WKDW#FRXOG#EH#FRYHUHG#LQ#D#SHQVLRQ#SODQ·V#DQQXDO#UHSRUW=

• WKH#SXUSRVH#RI#WKH#SODQ>
• WKH#SODQ·V#JRDOV/#ERWK#ORQJ#DQG#VKRUW0WHUP>
• WKH#SODQ·V#PDMRU#DFWLYLWLHV#RU#KLJKOLJKWV#IRU#WKH#\HDU>
• DFWXDO#UHVXOWV#DV#FRPSDUHG#WR#SODQQHG#SHUIRUPDQFH>
• GLVFORVXUH#RI#WKH#WRWDO#FRVWV#RI#DGPLQLVWHULQJ#WKH#SHQVLRQ#SODQ>
• LQIRUPDWLRQ#RQ#WKH#SHUIRUPDQFH#RI#WKH#DVVHW#PDQDJHUV>#DQG#
• SODQQHG#FKDQJHV#DIIHFWLQJ#SODQ#DVVHWV#DQG#OLDELOLWLHV1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 ::



'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
71438 7KH#SODQ#JRYHUQRU#VKRXOG#KDYH#WKH#UHVSRQVLELOLW\#WR#SUHSDUH#DQG#
SXEOLVK#DQ#DQQXDO#UHSRUW#IRU#WKH#SODQ1#6XFK#DQ#DQQXDO#UHSRUW#ZRXOG#EH#
PDGH#DYDLODEOH#WR#DOO#FRQWULEXWRUV#DQG#SHQVLRQHUV1

5HFRPPHQGDWLRQ 71439 7KH#SODQ#JRYHUQRU#VKRXOG#SXEOLVK#DQ#DQQXDO#UHSRUW#IRU#WKLV#
SHQVLRQ#SODQ1#7KH#3URYLQFH·V#DQQXDO#UHSRUW#SROLF\#VKRXOG#EH#XVHG#DV#
D#JXLGHOLQH#IRU#WKH#SUHSDUDWLRQ#RI#WKH#UHSRUW1#

'HSDUWPHQWDO#UHVSRQVH 7143: 7KH#'HSDUWPHQW#DJUHHV#ZLWK#WKLV#UHFRPPHQGDWLRQ#DQG#ZLOO#EH#
ZRUNLQJ#ZLWK#1%,0&#DQG#2IILFH#RI#+XPDQ#5HVRXUFHV#WR#GHYHORS#D#XVHIXO#
DQQXDO#UHSRUW1

&RQFOXVLRQ 7143; $#QXPEHU#RI#UHSRUWV#DUH#FXUUHQWO\#LVVXHG#IRU#WKH#SXEOLF#VHUYLFH#
SODQ#RQ#DQ#DQQXDO#EDVLV1#+RZHYHU#WKHUH#LV#QR#DQQXDO#UHSRUW#WKDW#JLYHV#
UHDGHUV#LQIRUPDWLRQ#WR#XQGHUVWDQG#WKH#SODQ#DQG#DVVHVV#LWV#SHUIRUPDQFH1#
$V#D#UHVXOW#WKLV#FULWHULRQ#KDV#QRW#EHHQ#PHW1

*HQHUDO#/DERXU/#
7UDGHV#DQG#6HUYLFHV#
3ODQ

,QWURGXFWLRQ

7143< 7KH#*/7)6#SODQ#LV#D#GHILQHG#EHQHILW#SHQVLRQ#SODQ#VSRQVRUHG#E\#
WKH#3URYLQFH#RI#1HZ#%UXQVZLFN1#$V#DW#64#'HFHPEHU#5334#WKHUH#ZHUH#LQ#
H[FHVV#RI#4/<33#DFWLYH#PHPEHUV/#<33#SHQVLRQHUV#DQG#DVVHWV#ZLWK#D#
PDUNHW#YDOXH#RI#DSSUR[LPDWHO\#'4:<18#PLOOLRQ1#

71443 7KH#WHUPV#RI#WKLV#SHQVLRQ#SODQ#DUH#QHJRWLDWHG#EHWZHHQ#WKH#%RDUG#
RI#0DQDJHPHQW#DQG#WKH#*/7)6#EDUJDLQLQJ#JURXS1#7KH#SHQVLRQ#SODQ#FDQ#
EH#UHYLVHG#WKURXJK#WKH#FROOHFWLYH#EDUJDLQLQJ#SURFHVV#RU/#LQ#VRPH#FDVHV/#
WKURXJK#D#SHQVLRQ#FRPPLWWHH1#7KH#SODQ#GRFXPHQW#LV#D#IRUPDO#
FRQVROLGDWLRQ#RI#DOO#QHJRWLDWHG#WHUPV#RI#WKH#SHQVLRQ#SODQ1#

71444 7KH#UROH#RI#WKH#3HQVLRQ#&RPPLWWHH#LV#RXWOLQHG#LQ#WKH#SODQ#
GRFXPHQW1#7KH#3HQVLRQ#&RPPLWWHH#FRQVLVWV#RI#WHQ#SODQ#PHPEHUV#DQG#KDV#
WKH#SRZHU#WR#GHWHUPLQH#FKDQJHV#LQ#SODQ#SURYLVLRQV#ZLWKLQ#FHUWDLQ#
ERXQGDULHV#DQG#WR#SURYLGH#LQSXW#WR#WKH#VHOHFWLRQ#RI#LQYHVWPHQW#PDQDJHUV1

71445 ,QYHVWPHQW#PDQDJHUV#DUH#UHVSRQVLEOH#IRU#WKH#LQYHVWPHQW#RI#DVVHWV#
RI#WKH#SHQVLRQ#SODQ#LQ#DFFRUGDQFH#ZLWK#WKH#SROLFLHV#DSSURYHG#E\#WKH#
%RDUG#RI#0DQDJHPHQW1#7KHUH#DUH#FXUUHQWO\#WKUHH#LQYHVWPHQW#PDQDJHUV1#
7KHUH#LV#D#OHWWHU#RI#DJUHHPHQW#VLJQHG#ZLWK#HDFK#PDQDJHU1#,W#VHWV#RXW#WKH#
VWDWHPHQW#RI#LQYHVWPHQW#SROLF\#DQG#JRDOV#+WKH#LQYHVWPHQW#SROLFLHV,#DQG#
HVWDEOLVKHV#WKH#GHWDLOV#RI#WKH#DUUDQJHPHQW#EHWZHHQ#WKH#PDQDJHUV#DQG#WKH#
SODQ1

71446 7KH#%RDUG#RI#0DQDJHPHQW#KDV#DVVLJQHG#WKH#SODQ#DGPLQLVWUDWRU#
UHVSRQVLELOLWLHV#IRU#*/7)6#WR#0RUQHDX#6REHFR1#0RUQHDX#6REHFR#
PDLQWDLQV#VHUYLFH#DQG#FRQWULEXWLRQ#GDWD#RQ#HDFK#HPSOR\HH#DQG#SUHSDUHV#
DQ#DQQXDO#DGPLQLVWUDWLRQ#UHSRUW1#

71447 7KH#0LQLVWHU#RI#)LQDQFH#KDV#DGRSWHG#WKH#SUDFWLFH#RI#DGYLVLQJ#WKH#
%RDUG#RI#0DQDJHPHQW#RQ#PDWWHUV#UHODWLQJ#WR#WUXVWHHVKLS1#7KH#7UHDVXU\#
'LYLVLRQ#RI#WKH#'HSDUWPHQW#SURYLGHV#WKH#QHFHVVDU\#DGYLFH#WR#WKH#
:; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
0LQLVWHU#RI#)LQDQFH1#7KH#'LYLVLRQ#LV#UHVSRQVLEOH#IRU#PRQLWRULQJ#DQG#
HYDOXDWLQJ#WKH#LQYHVWPHQW#PDQDJHUV#DQG#FXVWRGLDQV#RI#SODQ#DVVHWV1#,W#DOVR#
KDV#WKH#UHVSRQVLELOLW\#WR#SUHSDUH#WKH#ILQDQFLDO#VWDWHPHQWV#IRU#WKH#SHQVLRQ#
IXQG1#7KH#'LYLVLRQ#UHYLHZV#WKH#LQYHVWPHQW#SROLFLHV#DQG#SURSRVHV#
FKDQJHV/#ZKHUH#QHFHVVDU\1

,QYHVWPHQW#SROLFLHV#VKRXOG#
H[LVW

71448 2XU#ILUVW#FULWHULRQ#ZDV=

$SSURSULDWH#LQYHVWPHQW#SROLFLHV#DQG#JRDOV#VKRXOG#EH#SUHSDUHG#
DQG#DSSURYHG1

7KH#JRYHUQRU·V#UROH#LQ#
LQYHVWPHQW#SROLF\#DSSURYDO

71449 ,Q#WKH#FDVH#RI#*/7)6/#WKH#%RDUG#RI#0DQDJHPHQW/#DV#JRYHUQRU/#
DSSURYHG#WKH#LQYHVWPHQW#SROLFLHV#DQG#WKH#FKRLFH#RI#LQYHVWPHQW#PDQDJHUV1#
7KH#%RDUG#DOVR#KDV#WKH#SRZHU#WR#PDNH#DPHQGPHQWV#VXEMHFW#WR#WKH#
FROOHFWLYH#DJUHHPHQW#DQG#WKH#,QFRPH#7D[#$FW1

7144: :KLOH#ZH#ZHUH#SOHDVHG#WR#VHH#WKH#JRYHUQRU#WDNLQJ#D#GLUHFW#UROH#LQ#
DSSURYLQJ#NH\#GHFLVLRQV#RI#WKH#SHQVLRQ#SODQ/#WKH#UHVSRQVLELOLW\#IRU#GRLQJ#
VR#LV#QRW#UHIOHFWHG#LQ#WKH#SODQ#GRFXPHQW1#:H#VHH#WKLV#DSSURYDO#DV#DQ#
LPSRUWDQW#DVSHFW#RI#WKH#JRYHUQRU·V#UHVSRQVLELOLW\#ZKLFK#VKRXOG#EH#
IRUPDOL]HG#WR#HQVXUH#WKDW#IXWXUH#DFWLRQV#DUH#JXLGHG#E\#WKHVH#JRRG#
SUDFWLFHV1

5HYLHZ#RI#WKH#LQYHVWPHQW#SROLF\#
IRU#WKH#*/7)6#3ODQ

7144; 7KH#OHWWHU#RI#DJUHHPHQW#VLJQHG#ZLWK#HDFK#RI#WKH#LQYHVWPHQW#
PDQDJHUV#GHWDLOV#WKH#LQYHVWPHQW#SROLFLHV#WR#EH#IROORZHG1#7KH#LQYHVWPHQW#
SROLFLHV#IRU#WKH#WKUHH#PDQDJHUV#DUH#LGHQWLFDO#ZLWK#WKH#H[FHSWLRQ#RI#WKH#
UHIHUHQFH#WR#SRUWIROLR#GLYHUVLILFDWLRQ#DQG#DVVHW#DOORFDWLRQ1#(DFK#PDQDJHU#
LV#JLYHQ#XQLTXH#LQVWUXFWLRQV#LQ#WKHVH#DUHDV1#%RDUG#RI#0DQDJHPHQW#
DSSURYHG#WKH#LQYHVWPHQW#SROLFLHV#RQ#4:#'HFHPEHU#4<<;1#

7144< :H#UHYLHZHG#WKH#LQYHVWPHQW#SROLFLHV#LQ#SODFH#ZLWK#WKH#WKUHH#
PDQDJHUV#IRU#WKH#*/7)6#3ODQ1#:H#H[DPLQHG#WKH#SROLFLHV#IURP#WKH#
SHUVSHFWLYH#RI#FRPSOLDQFH#ZLWK#WKH#LQGXVWU\#EHVW#SUDFWLFHV/#DQG#IRXQG#
WKHP#WR#EH#DFFHSWDEOH1#7KH#RQH#H[FHSWLRQ#ZH#QRWHG#ZDV#D#ODFN#RI#
FRQVLVWHQF\#EHWZHHQ#WKH#LQYHVWPHQW#SROLFLHV#DQG#WKH#REMHFWLYH#RI#WKH#
SODQ1

71453 7KH#LQYHVWPHQW#SROLFLHV#VWDWH#WKDW#WKH#ORQJ0WHUP#REMHFWLYH#RI#WKH#
IXQG#LV#WR#SURYLGH#D#ORQJ0WHUP#UHDO#UDWH#RI#UHWXUQ#HTXDO#WR#61:8#SHUFHQW#
RYHU#D#SHULRG#RI#ILYH#WR#WHQ#\HDUV1#7KHUH#LV#QR#GLVFXVVLRQ#ZLWKLQ#WKH#
SROLF\#RU#LQ#DQ\#RWKHU#LQIRUPDWLRQ#SURYLGHG#E\#WKH#7UHDVXU\#'LYLVLRQ#RQ#
KRZ#WKLV#PHDVXUHPHQW#ZDV#GHFLGHG#XSRQ1

71454 7KH#SXUSRVH#RI#WKH#SHQVLRQ#SODQ/#DV#VWDWHG#LQ#WKH#SODQ#GRFXPHQW/#
LV#´«#WR#SURYLGH#EHQHILWV#WR#HOLJLEOH#HPSOR\HHV#LQ#DFFRUGDQFH#ZLWK#WKH#
VSHFLILF#WHUPV#DQG#SURYLVLRQV1µ#:LWK#WKLV#REMHFWLYH#LW#ZRXOG#EH#
UHDVRQDEOH#WR#H[SHFW#HYLGHQFH#WR#VXSSRUW#WKH#FRQFOXVLRQ#WKDW#D#61:8#
SHUFHQW#ORQJ0WHUP#UHDO#UDWH#RI#UHWXUQ#LV#VXIILFLHQW#WR#PHHW#WKH#REMHFWLYH#RI#
WKH#SHQVLRQ#SODQ1#6XFK#GRFXPHQWDWLRQ#GLG#QRW#H[LVW1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 :<



'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
5HFRPPHQGDWLRQV# 71455 :H#UHFRPPHQGHG#WKDW#WKH#JRYHUQRU·V#SUDFWLFH#RI#DSSURYLQJ#
PDMRU#GHFLVLRQV#RI#WKH#SODQ#EH#VXSSRUWHG#E\#UHTXLUHPHQWV#ZLWKLQ#WKH#
SODQ#GRFXPHQW1

71456 :H#UHFRPPHQGHG#WKHUH#EH#D#FOHDU#OLQN#EHWZHHQ#WKH#REMHFWLYH#
RI#WKH#SHQVLRQ#SODQ#DQG#WKH#ORQJ0WHUP#UHDO#UDWH#RI#UHWXUQ#REMHFWLYH#DV#
VHW#LQ#WKH#LQYHVWPHQW#SROLF\1

'HSDUWPHQWDO#UHVSRQVH 71457 7KH#'HSDUWPHQW#ZLOO#EH#WDNLQJ#VWHSV#WR#DGRSW#WKH#
UHFRPPHQGDWLRQV1

&RQFOXVLRQ 71458 ,Q#JHQHUDO#WKLV#FULWHULRQ#KDV#EHHQ#PHW1#+RZHYHU#ZH#DUH#
FRQFHUQHG#WKDW#WKH#JRYHUQRU·V#FXUUHQW#UHVSRQVLELOLWLHV#DUH#QRW#UHFRJQL]HG#
LQ#WKH#SODQ#GRFXPHQW1#:H#DOVR#VHH#WKH#QHHG#IRU#D#EHWWHU#FRQQHFWLRQ#
EHWZHHQ#WKH#SODQ#REMHFWLYH#DQG#WKH#SODQ·V#ORQJ#WHUP#UDWH#RI#UHWXUQ1

,QYHVWPHQW#SROLFLHV#VKRXOG#
EH#UHJXODUO\#UHYLHZHG

71459 2XU#VHFRQG#FULWHULRQ#ZDV=

,QYHVWPHQW#SROLFLHV#DQG#JRDOV#VKRXOG#EH#UHYLHZHG#RQ#D#UHJXODU#
EDVLV#DQG#XSGDWHG#DV#UHTXLUHG1

7145: (DFK#LQYHVWPHQW#SROLF\#VWDWHV=#´7KLV#3ROLF\#ZLOO#EH#UHYLHZHG#
DQQXDOO\#E\#7UHDVXU\#DQG#'HEW#+7UHDVXU\#'LYLVLRQ,#WR#GHWHUPLQH#
ZKHWKHU#DPHQGPHQWV#DUH#UHTXLUHG1µ

7145; :H#OHDUQHG#WKDW#WKHUH#LV#QR#GRFXPHQWHG#SURFHVV#RU#SURFHGXUHV#LQ#
SODFH#WR#FRQGXFW#WKLV#DQQXDO#UHYLHZ1#7UHDVXU\#'LYLVLRQ#VWDII#H[SODLQHG#
WKDW#WKHLU#UHYLHZ#LV#RI#D#FRQWLQXRXV#QDWXUH#DV#WKH\#PRQLWRU#WKH#UHSRUWV#
SUHSDUHG#E\#WKH#LQYHVWPHQW#PDQDJHUV#DQG#UHYLHZ#WKH#SHUIRUPDQFH#
UHSRUWV#WKDW#DUH#SUHSDUHG#E\#DQ#LQGHSHQGHQW#WKLUG#SDUW\1#,Q#RXU#RSLQLRQ#
WKH#PRQLWRULQJ#DQG#UHYLHZ#RI#UHSRUWV/#E\#LWVHOI/#GRHV#QRW#DGGUHVV#WKH#
QHHG#WR#HQVXUH#WKDW#WKH#LQYHVWPHQW#SROLF\#FRQWLQXHV#WR#EH#DSSURSULDWH#DQG#
WR#PHHW#WKH#REMHFWLYH#RI#WKH#SHQVLRQ#SODQ1

7145< )RU#VRPH#WLPH#WKH#'HSDUWPHQW#RI#)LQDQFH#KDV#EHHQ#XVLQJ#WKH#
´DFWXDULDO#YDOXDWLRQ#FRPPLWWHHµ#WR#GHYHORS#UHFRPPHQGDWLRQV#UHODWHG#WR#
WKH#DFWXDULDO#YDOXDWLRQV#RI#SHQVLRQ#SODQV1#7KLV#FRPPLWWHH#FRQVLVWV#RI#
VHYHQ#PHPEHUV#DQG#UHSRUWV#WR#WKH#0LQLVWHU#RI#)LQDQFH1#

71463 :H#H[DPLQHG#WKH#PLQXWHV#RI#WKH#FRPPLWWHH#PHHWLQJV#EDFN#WR#
2FWREHU#4<<91#:H#QRWHG#WKDW#RQ#RQH#RFFDVLRQ#WKH#FRPPLWWHH#GHYRWHG#
WLPH#WR#H[DPLQLQJ#WKH#LPSDFW#WKDW#YDU\LQJ#UDWHV#RI#UHWXUQ#DVVXPSWLRQV#
ZRXOG#KDYH#RQ#WKH#SHQVLRQ#SODQV1#%\#FUHDWLQJ#VXFK#LQIRUPDWLRQ/#WKH#
RSSRUWXQLW\#LV#SUHVHQWHG#WR#HTXDWH#LQYHVWPHQW#ULVN#ZLWK#UDWHV#RI#UHWXUQ#
DQG#WR#H[DPLQH#WKH#LPSDFW#RI#WKHVH#ULVNV#RQ#WKH#H[SHFWHG#UHWXUQV1

71464 ,I#VXFK#DQ#DQDO\VLV#ZHUH#FRQGXFWHG#RQ#D#PRUH#IUHTXHQW#EDVLV/#DQG#
WKH#UHVXOWV#ZHUH#XVHG#E\#WKH#7UHDVXU\#'LYLVLRQ#WR#SURYLGH#DGYLFH#IRU#WKH#
%RDUG#RI#0DQDJHPHQW/#WKH#%RDUG/#DV#JRYHUQRU/#ZRXOG#EH#LQ#D#PXFK#
;3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
EHWWHU#SRVLWLRQ#WR#DSSURYH#LQYHVWPHQW#SROLF\#FKDQJHV#ZKHQ#FDOOHG#XSRQ#
WR#GR#VR1

5HFRPPHQGDWLRQV 71465 :H#UHFRPPHQGHG#WKH#7UHDVXU\#'LYLVLRQ#GRFXPHQW#DQG#
LPSOHPHQW#SURFHGXUHV#WR#EH#SHUIRUPHG#RQ#DQ#DQQXDO#EDVLV#WR#HQVXUH#
WKDW#WKH#LQYHVWPHQW#SROLFLHV#FRQWLQXH#WR#EH#DSSURSULDWH#DQG#WR#PHHW#
WKH#REMHFWLYH#RI#WKH#SHQVLRQ#SODQ1#

71466 7KH#UHVXOWV#RI#WKH#DQQXDO#UHYLHZ#RI#LQYHVWPHQW#SROLFLHV#VKRXOG#
EH#GRFXPHQWHG#DQG#SUHVHQWHG#WR#WKH#JRYHUQRU#RI#WKH#SODQ/#DORQJ#ZLWK#
DQ\#UHFRPPHQGDWLRQV#IRU#FKDQJHV#LQ#WKH#LQYHVWPHQW#SROLF\1

71467 :H#UHFRPPHQGHG#WKH#DFWXDULDO#UHYLHZ#FRPPLWWHH#EH#XVHG#E\#
WKH#JRYHUQRU#WR#SURYLGH#LQIRUPDWLRQ#WKDW#FDQ#EH#XVHG#WR#DVVLVW#LQ#
PDNLQJ#ZHOO0LQIRUPHG#GHFLVLRQV#RQ#WKH#LQYHVWPHQW#SROLF\#RI#WKH#
*/7)6#SODQ1#

'HSDUWPHQWDO#UHVSRQVH 71468 7KH#'HSDUWPHQW#DJUHHV#WKDW#FHUWDLQ#SURFHGXUHV#FDQ#EH#LPSURYHG#
DQG#ZLOO#XQGHUWDNH#WR#UHYLHZ#WKH#QHFHVVDU\#FKDQJHV1

&RQFOXVLRQ 71469 7KH#7UHDVXU\#'LYLVLRQ#GRHV#QRW#KDYH#SURFHGXUHV#LQ#SODFH#WR#
HQVXUH#DQ#HIIHFWLYH#UHYLHZ#RI#LQYHVWPHQW#SROLFLHV#LV#FRQGXFWHG#RQ#DQ#
DQQXDO#EDVLV#DQG/#DV#D#UHVXOW/#WKLV#FULWHULRQ#KDV#QRW#EHHQ#PHW1

6HOHFWLRQ#RI#LQYHVWPHQW#
PDQDJHUV

7146: 2XU#WKLUG#FULWHULRQ#ZDV=

6HOHFWLRQ#FULWHULD#IRU#LQYHVWPHQW#PDQDJHUV#VKRXOG#EH#FOHDUO\#
HVWDEOLVKHG#DQG#FRPSOLHG#ZLWK1

7146; 7KH#VHDUFK#WKDW#UHVXOWHG#LQ#WKH#KLULQJ#RI#WKH#WKUHH#H[LVWLQJ#
LQYHVWPHQW#PDQDJHUV#VDZ#WKH#7UHDVXU\#'LYLVLRQ#RUJDQL]H#WKH#SURFHVV#
WKURXJK#WKH#XVH#RI#D#VHDUFK#FRPPLWWHH1#7KH#VHDUFK#FRPPLWWHH#PDGH#D#
UHFRPPHQGDWLRQ#WR#WKH#%RDUG#RI#0DQDJHPHQW#ZKLFK#PDGH#WKH#ILQDO#
GHFLVLRQ1#7UHDVXU\#'LYLVLRQ#VWDII#ZHUH#RQ#WKH#VHDUFK#FRPPLWWHH#ZKLFK#
PDGH#WKH#UHFRPPHQGDWLRQ#WR#WKH#%RDUG1#$OWKRXJK#WKH#FXUUHQW#SODQ#
GRFXPHQW#FDOOV#IRU#WKH#SHQVLRQ#FRPPLWWHH#WR#EH#LQYROYHG#LQ#WKH#VHOHFWLRQ#
SURFHVV/#WKLV#ZDV#QRW#D#UHTXLUHPHQW#DW#WKH#WLPH#RI#WKH#VHOHFWLRQ#SURFHVV#LQ#
TXHVWLRQ1#

7146< $OWKRXJK#WKH#LQYHVWPHQW#SROLFLHV#GR#QRW#VSHFLI\#WKH#LQYHVWPHQW#
PDQDJHU#VHOHFWLRQ#SURFHVV/#ZH#H[DPLQHG#GRFXPHQWDWLRQ#DW#WKH#7UHDVXU\#
'LYLVLRQ#WKDW#H[SODLQHG#KRZ#WKH#VHDUFK#SURFHVV#ZDV#FDUULHG#RXW1

71473 #:H#ZHUH#SOHDVHG#ZLWK#WKH#VHOHFWLRQ#SURFHVV#DV#LW#UHODWHG#WR#
REWDLQLQJ#LQIRUPDWLRQ#IURP#WKH#PDQDJHUV#DQG#WKH#UROH#SOD\HG#E\#WKH#
VHOHFWLRQ#FRPPLWWHH1#:H#ZHUH#GLVDSSRLQWHG/#KRZHYHU/#WKDW#ZH#ZHUH#
XQDEOH#WR#REWDLQ#DQ#H[SODQDWLRQ#IRU#WKH#UHDVRQV#EHKLQG#WKH#
UHFRPPHQGDWLRQ#IRU#WKH#KLULQJ#RI#WKUHH#PDQDJHUV#RU#IRU#WKH#UHDVRQV#WR#
VXSSRUW#WKH#DPRXQW#RI#WKH#LQYHVWPHQW#IXQGV#DOORFDWHG#WR#HDFK#RI#WKH#
LQYHVWPHQW#PDQDJHUV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 ;4



'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
71474 :H#DOVR#QRWLFHG#WKDW#WKH#GUDIW#LQYHVWPHQW#SROLF\#ZDV#SUHSDUHG#
DIWHU#WKHUH#KDG#EHHQ#D#SUHOLPLQDU\#VHOHFWLRQ#RI#LQYHVWPHQW#PDQDJHUV1#
6LQFH#DQ#LQYHVWPHQW#SROLF\#VHWV#RXW#WKH#GLIIHUHQW#DVVHW#FODVVHV#DQG#WKH#
DFFHSWDEOH#UDQJHV#IRU#HDFK/#ZH#ZRXOG#KDYH#H[SHFWHG#WR#VHH#WKH#
LQYHVWPHQW#SROLF\#HVWDEOLVKHG#EHIRUH#WKH#FRPPHQFHPHQW#RI#D#VHOHFWLRQ#
SURFHVV1#,W#ZRXOG#DOVR#KDYH#EHHQ#YDOXDEOH#IRU#GHFLVLRQV#WR#KDYH#EHHQ#
PDGH#RQ#WKH#SUHIHUHQFH#IRU#VSHFLDOLW\#YHUVXV#EDODQFHG#LQYHVWPHQW#
PDQDJHUV#DQG#WKH#GHVLUHG#QXPEHU#RI#LQYHVWPHQW#PDQDJHUV1

5HFRPPHQGDWLRQV 71475 7KH#SODQ#GRFXPHQW#VKRXOG#FOHDUO\#GHILQH#WKH#UROHV#DQG#
UHVSRQVLELOLWLHV#RI#DOO#SDUWLHV#LQYROYHG#LQ#WKH#VHOHFWLRQ#RI#LQYHVWPHQW#
PDQDJHUV1

71476 7KH#7UHDVXU\#'LYLVLRQ#VKRXOG#XVH#WKHLU#FXUUHQW#SUDFWLFHV#WR#
KHOS#GHYHORS#D#SROLF\#RXWOLQLQJ#WKH#SURFHVV#IRU#VHOHFWLQJ#WKH#
LQYHVWPHQW#PDQDJHUV1#7KH#SURFHVV#VKRXOG#LQFOXGH#GRFXPHQWLQJ#
DSSURSULDWH#FULWHULD#IRU#WKH#VHOHFWLRQ#RI#LQYHVWPHQW#PDQDJHUV1#

71477 :H#UHFRPPHQGHG#WKDW/#LQ#WKH#IXWXUH/#EHIRUH#VWDUWLQJ#WKH#
VHOHFWLRQ#SURFHVV#IRU#LQYHVWPHQW#PDQDJHU+V,/#WKH#LQYHVWPHQW#SROLF\#EH#
UHYLHZHG#DQG#XSGDWHG#LI#QHFHVVDU\/#DQG#GHFLVLRQV#EH#PDGH#DV#WR#KRZ#
PDQ\#PDQDJHUV#DUH#WR#EH#KLUHG#DQG#ZKHWKHU#WKH\#ZLOO#EH#VSHFLDOL]HG#
RU#EDODQFHG1

'HSDUWPHQWDO#UHVSRQVH 71478 7KH#'HSDUWPHQW#ZLOO#EH#WDNLQJ#VWHSV#WR#LPSURYH#GRFXPHQWDWLRQ#
SURFHVV1

&RQFOXVLRQ 71479 7KLV#FULWHULRQ#KDV#EHHQ#SDUWLDOO\#PHW1#$OWKRXJK#ZH#KDYH#VHHQ#
HYLGHQFH#RI#VRPH#JRRG#SUDFWLFHV#LQ#XVH#IRU#WKH#VHOHFWLRQ#RI#LQYHVWPHQW#
PDQDJHUV/#ZH#VHH#WKH#QHHG#IRU#FODULI\LQJ#UROHV/#IRUPDOL]LQJ#SUDFWLFHV#
DQG/#LQ#VRPH#FDVHV/#LPSURYLQJ#SUDFWLFHV1#

0RQLWRULQJ#SHUIRUPDQFH#RI#
LQYHVWPHQW#PDQDJHUV

7147: 2XU#IRXUWK#FULWHULRQ#ZDV=

7KH#LQYHVWPHQW#PDQDJHU·V#SHUIRUPDQFH#VKRXOG#EH#URXWLQHO\#
PRQLWRUHG#DQG#HYDOXDWHG#ZLWK#FRUUHFWLYH#DFWLRQ#WDNHQ#DV#
UHTXLUHG1#&RPSOLDQFH#ZLWK#WKH#SODQ·V#LQYHVWPHQW#SROLFLHV#DQG#
JRDOV#VKRXOG#EH#PRQLWRUHG1

7147; 7KH#7UHDVXU\#'LYLVLRQ#KDV#KLUHG#DQ#LQGHSHQGHQW#ILUP#WR#PHDVXUH#
WKH#SHUIRUPDQFH#RI#WKH#WKUHH#LQYHVWPHQW#PDQDJHUV#DQG#WKH#IXQG#LQ#WRWDO1#
7KH#UHSRUWV#SURYLGH#WKH#UDWHV#RI#UHWXUQ/#PHDVXUH#SHUIRUPDQFH#DJDLQVW#
EHQFKPDUN#LQGLFHV#DQG#UDQN#SHUIRUPDQFH#DJDLQVW#RWKHU#PDQDJHUV1#7KH#
GHWDLOHG#UHSRUWV#DUH#SURYLGHG#WR#WKH#7UHDVXU\#'LYLVLRQ#RQ#D#TXDUWHUO\#
EDVLV1

7147< 2Q#D#TXDUWHUO\#EDVLV#WKH#7UHDVXU\#'LYLVLRQ#FRQGXFWV#VWHSV#WR#
HQVXUH#WKH#LQFRPH#DQG#LQYHVWPHQWV#DUH#UHFRUGHG#FRUUHFWO\#LQ#WKH#UHSRUWV#
SURYLGHG#WR#WKHP#E\#WKH#LQYHVWPHQW#PDQDJHUV1#
;5 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
71483 7KH#7UHDVXU\#'LYLVLRQ#DOVR#DVVHVVHV#PDQDJHUV#E\#KDYLQJ#
SHULRGLF#PHHWLQJV1#,QYHVWPHQW#SROLF\#UHTXLUHV#WKH#PDQDJHUV#WR#PHHW#ZLWK#
WKH#7UHDVXU\#'LYLVLRQ#DW#OHDVW#DQQXDOO\1#:H#UHYLHZHG#HYLGHQFH#
FRQILUPLQJ#WKDW#SUHVHQWDWLRQV#ZHUH#PDGH#WR#WKH#SHQVLRQ#FRPPLWWHH#ZKLOH#
VWDII#IURP#WKH#7UHDVXU\#'LYLVLRQ#ZHUH#LQ#DWWHQGDQFH1

71484 7KH#IRUHJRLQJ#SUDFWLFHV#DUH#QRW#VXSSRUWHG#E\#GRFXPHQWHG#
SROLF\1

71485 7KH#7UHDVXU\#'LYLVLRQ#KDV#UHFHQWO\#GUDIWHG#D#GRFXPHQW#ZKLFK#LW#
IHHOV#FDQ#EH#XVHG#WR#KHOS#GHWHUPLQH#LI#D#PDQDJHU#VKRXOG#EH#UHWDLQHG1#:H#
UHYLHZHG#WKH#GRFXPHQW#DQG#IRXQG#WKDW#LW#FRYHUV#PRVW#SHUIRUPDQFH#
HYDOXDWLRQ#FRQFHUQV1#6RPH#DGGLWLRQDO#DUHDV#WKDW#VKRXOG#EH#FRQVLGHUHG#DUH#
DV#IROORZV=

• )HH#VWUXFWXUH#0#5HJDUGOHVV#RI#WKH#IHH#VWUXFWXUH#LW#LV#LPSRUWDQW#WKDW#
WKH#IHHV#FRQWLQXH#WR#EH#FRPSHWLWLYH/#DIWHU#WDNLQJ#LQWR#FRQVLGHUDWLRQ#
WKH#LQYHVWPHQW#PDQDJHUV·#PDQGDWHV1#5HYLHZLQJ#WKLV#IHH#ZLWK#WKH#
PDQDJHUV#DW#WKH#WLPH#RI#WKH#DQQXDO#PHHWLQJV#ZRXOG#KHOS#HQVXUH#LW#LV#
VWLOO#UHDVRQDEOH#DQG#DSSURSULDWH1

• 'HFLVLRQ#WR#UHWDLQ#PDQDJHUV#0#7KH#7UHDVXU\#'LYLVLRQ#VKRXOG#
FRQVLGHU#WKH#XVH#RI#D#FKHFNOLVW#WR#RXWOLQH#WKH#FLUFXPVWDQFHV#ZKHQ#WKH#
7UHDVXU\#'LYLVLRQ#ZLOO#VWDUW#WR#PRQLWRU#WKH#PDQDJHU#PRUH#FORVHO\/#
ZKHQ#LW#ZLOO#SXW#WKH#PDQDJHU#RQ#D#ZDWFK0OLVW#DQG#ZKHQ#D#PDQDJHU#
ZLOO#EH#UHPRYHG#IURP#WKH#ZDWFK0OLVW1#,W#ZRXOG#EH#DSSURSULDWH#LQ#RXU#
RSLQLRQ#WR#FRPPXQLFDWH#WKLV#FKHFNOLVW#WR#WKH#PDQDJHUV1

71486 :H#H[DPLQHG#WKH#64#'HFHPEHU#5333#TXDUWHUO\#UHSRUW#SUHSDUHG#
E\#RQH#RI#WKH#LQYHVWPHQW#PDQDJHUV1#7KH#SXUSRVH#RI#RXU#H[DPLQDWLRQ#ZDV#
WR#GHWHUPLQH#WKH#H[WHQW#RI#WKH#PDQDJHU·V#FRPSOLDQFH#ZLWK#WKH#LQYHVWPHQW#
SROLF\1#

71487 2QH#RI#WKH#ILQGLQJV#IURP#WKLV#UHYLHZ#ZDV#WKDW#WKH#LQYHVWPHQW#LQ#
86#DQG#RWKHU#LQWHUQDWLRQDO#LQYHVWPHQWV#ZDV#RYHU#57(#RI#WKH#WRWDO#
LQYHVWHG1#7KH#LQYHVWPHQW#SROLF\#OLPLWV#VXFK#LQYHVWPHQWV#WR#53(1#
$QRWKHU#ILQGLQJ#IURP#WKLV#UHYLHZ#ZDV#WKDW#WKH#PDQDJHU#ZDV#UHSRUWLQJ#RQ#
RQO\#IRXU#RI#WKH#ILYH#LQGLFHV#UHTXLUHG#E\#WKH#SROLF\1#,QIRUPDWLRQ#RQ#WKHVH#
LQGLFHV#LV#QHHGHG#IRU#SHUIRUPDQFH#HYDOXDWLRQ1#

71488 :LWKLQ#WKH#SDVW#\HDU#WKH#7UHDVXU\#'LYLVLRQ#VWDUWHG#FRQGXFWLQJ#
SURFHGXUHV#WR#HQVXUH#HDFK#PDQDJHU#FRPSOLHV#ZLWK#DVVHW#DOORFDWLRQ#DQG#
SRUWIROLR#FRQVWUDLQWV1#:H#ZHUH#JODG#WR#VHH#WKDW#WKH#QHZ#SURFHGXUHV#KDYH#
EHHQ#LQWURGXFHG/#JLYHQ#WKDW#ZH#HQFRXQWHUHG#GHILFLHQFLHV#LQ#WKH#RQH#
UHSRUW#ZH#H[DPLQHG1#

5HFRPPHQGDWLRQV 71489 7KH#7UHDVXU\#'LYLVLRQ#VKRXOG#GHYHORS#DQG#GRFXPHQW#D#
PRQLWRULQJ#SURFHVV#VR#WKHUH#LV#D#FRPPLWPHQW#WR#HQVXUH#WKDW#HDFK#
LQYHVWPHQW#PDQDJHU#LV#FRPSO\LQJ#ZLWK#WKHLU#SUHVFULEHG#PDQGDWH1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 ;6



'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH &KDSWHU#7
7148: :H#UHFRPPHQGHG#WKH#GUDIW#RI#WKH#SURFHVV#IRU#HYDOXDWLQJ#
PDQDJHUV#EH#DGRSWHG#DQG#LPSURYHPHQWV#EH#PDGH#LQ#WKH#DUHDV#RI#IHH#
VWUXFWXUH#DQG#UHWDLQLQJ#PDQDJHUV1

7148; 7KH#PDQDJHU#UHSRUWV#VKRXOG#LQFOXGH#D#VLJQHG#GHFODUDWLRQ#
IURP#WKH#PDQDJHU#VWDWLQJ#WKDW#WKH\#KDYH#FRPSOLHG#ZLWK#WKH#
LQYHVWPHQW#SROLF\1

7148< 7R#FRPSOHWH#WKH#DFFRXQWDELOLW\#F\FOH/#WKH#7UHDVXU\#'LYLVLRQ#
VKRXOG#SUHVHQW#D#IRUPDO#UHSRUW#WR#WKH#SHQVLRQ#SODQ#JRYHUQRU#RQ#DW#
OHDVW#DQ#DQQXDO#EDVLV#WKDW#GRFXPHQWV#WKH#UHVXOW#RI#WKH#ZRUN#LW#KDV#
SHUIRUPHG#LQ#PRQLWRULQJ#DQG#HYDOXDWLQJ#WKH#SHUIRUPDQFH#RI#WKH#
PDQDJHUV1

'HSDUWPHQWDO#UHVSRQVH 71493 7KH#'HSDUWPHQW#ZLOO#EH#WDNLQJ#VWHSV#WR#DGRSW#WKH#
UHFRPPHQGDWLRQV1

&RQFOXVLRQ 71494 7KHUH#DUH#D#QXPEHU#RI#SROLFLHV#DQG#SUDFWLFHV#LQ#H[LVWHQFH#ZKLFK#
KHOS#WR#HQVXUH#WKHUH#LV#D#UHOLDEOH#SURFHVV#LQ#SODFH#WR#PRQLWRU#DQG#HYDOXDWH#
WKH#PDQDJHUV#DQG#WR#HQVXUH#FRPSOLDQFH#ZLWK#WKH#LQYHVWPHQW#SROLF\1#
7KHUH#LV#D#QHHG/#KRZHYHU/#IRU#GRFXPHQWHG#SROLFLHV#DQG#LQ#VRPH#FDVHV#
LPSURYHPHQWV#WR#SURFHVVHV1#$V#D#UHVXOW#ZH#FRQFOXGH#WKDW#WKH#FULWHULD#KDV#
EHHQ#SDUWLDOO\#PHW1#

3HUIRUPDQFH#UHSRUWLQJ 71495 2XU#ILIWK#FULWHULRQ#ZDV=

7KHUH#VKRXOG#EH#DQ#DQQXDO#UHSRUW#SURGXFHG#WKDW#JLYHV#UHDGHUV#
LQIRUPDWLRQ#WR#XQGHUVWDQG#WKH#SODQ#DQG#DVVHVV#WKH#
SHUIRUPDQFH#RI#WKH#SHQVLRQ#SODQ1

71496 7KH#*/7)6#SXEOLVKHV#DXGLWHG#ILQDQFLDO#VWDWHPHQWV#DQQXDOO\1#
7KHUH#LV#QR#RWKHU#DQQXDO#UHSRUWLQJ#RI#VLJQLILFDQFH1#$V#D#UHVXOW#WKHUH#LV#D#
VLJQLILFDQW#DPRXQW#RI#LQIRUPDWLRQ#WKDW#LV#QRW#SUHVHQWHG#WR#PHPEHUV1#7KH#
IROORZLQJ#DUH#H[DPSOHV#RI#DUHDV#WKDW#FRXOG#EH#FRYHUHG#LQ#DQ#DQQXDO#
UHSRUW=#

• WKH#SXUSRVH#RI#WKH#SODQ>
• WKH#SODQ·V#JRDOV/#ERWK#ORQJ#DQG#VKRUW0WHUP>
• WKH#SODQ·V#PDMRU#DFWLYLWLHV#RU#KLJKOLJKWV#IRU#WKH#\HDU>
• DFWXDO#UHVXOWV#DV#FRPSDUHG#WR#SODQQHG#SHUIRUPDQFH>
• GLVFORVXUH#RI#WKH#WRWDO#FRVWV#RI#DGPLQLVWHULQJ#WKH#SHQVLRQ#SODQ>
• LQIRUPDWLRQ#RQ#WKH#SHUIRUPDQFH#RI#WKH#DVVHW#PDQDJHUV>#DQG#
• SODQQHG#FKDQJHV#DIIHFWLQJ#SODQ#DVVHWV#DQG#OLDELOLWLHV1#

71497 7KH#SODQ#JRYHUQRU#VKRXOG#KDYH#WKH#UHVSRQVLELOLW\#WR#SUHSDUH#DQG#
SXEOLVK#DQ#DQQXDO#UHSRUW#IRU#WKH#SODQ1#6XFK#DQ#DQQXDO#UHSRUW#ZRXOG#EH#
PDGH#DYDLODEOH#WR#DOO#FRQWULEXWRUV#DQG#SHQVLRQHUV1
;7 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#7 'HSDUWPHQW#RI#)LQDQFH#0#3HQVLRQ#3ODQ#*RYHUQDQFH
5HFRPPHQGDWLRQ 71498 7KH#SODQ#JRYHUQRU#VKRXOG#SXEOLVK#DQ#DQQXDO#UHSRUW#IRU#WKLV#
SHQVLRQ#SODQ1#7KH#3URYLQFH·V#DQQXDO#UHSRUW#SROLF\#VKRXOG#EH#XVHG#DV#
D#JXLGHOLQH#IRU#WKH#SUHSDUDWLRQ#RI#WKH#UHSRUW1#

'HSDUWPHQWDO#UHVSRQVH 71499 7KH#'HSDUWPHQW#ZLOO#EH#ZRUNLQJ#ZLWK#WKH#2IILFH#RI#+XPDQ#
5HVRXUFHV#DQG#WKH#3HQVLRQ#&RPPLWWHH#WR#GHYHORS#D#XVHIXO#DQQXDO#UHSRUW1

&RQFOXVLRQ 7149: 7KHUH#LV#QR#DQQXDO#UHSRUW#WKDW#JLYHV#UHDGHUV#LQIRUPDWLRQ#WR#
XQGHUVWDQG#DQG#DVVHVV#WKH#SHUIRUPDQFH#RI#WKH#SHQVLRQ#SODQ1#$V#D#UHVXOW#
WKLV#FULWHULRQ#KDV#QRW#EHHQ#PHW1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 ;8



#&KDSWHU#8
'HSDUWPHQW#RI#+HDOWK#DQG#

:HOOQHVV
&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP

&RQWHQWV
%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 ;<

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 ;<

5HVXOWV#LQ#EULHI##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 <3

3URMHFW#LQIRUPDWLRQ# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 <5

3RVVLEOH#FDXVHV#IRU#WKH#FRVW#DQG#WLPH#RYHUUXQV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 <9

&RPSOLDQFH#ZLWK#FRQWUDFW#WHUPV/#OHJLVODWLRQ#DQG#JRYHUQPHQW#SROLF\# #1#1#1#1#1#1#1#1#1#1#1#1#1# 437



&KDSWHU#8 'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP

'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV#############################

&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP
%DFNJURXQG 5.1 ,Q#RXU#5334#5HSRUW#ZH#VWDWHG=#

:H#UHYLHZHG#D#ODUJH#FRQWUDFW#IRU#VRIWZDUH#GHYHORSPHQW#WKDW#
ZDV#DZDUGHG#WR#D#YHQGRU#ZLWKRXW#WHQGHULQJ#EHFDXVH#RI#
SHUFHLYHG#HFRQRPLF#EHQHILWV#WR#WKH#3URYLQFH1#7KH#FRQWUDFW#ZDV#
IRU#GHYHORSPHQW#RI#D#FOLHQW#VHUYLFH#GHOLYHU\#V\VWHP#DQG#ZDV#
DZDUGHG#LQ#4<<8#WR#D#ORFDO#VRIWZDUH#GHYHORSPHQW#ILUP1#
$QDO\VLV#VXSSRUWLQJ#WKH#%RDUG#RI#0DQDJHPHQW#GHFLVLRQ#WR#
H[HPSW#WKLV#FRQWUDFW#IURP#WHQGHULQJ#LQGLFDWHG#WKDW#
JRYHUQPHQW/#DQG#WKH#YHQGRU/#H[SHFWHG#GHYHORSPHQW#FRVW#WR#EH#
'718#PLOOLRQ#DQG#WKH#V\VWHP#WR#EH#RSHUDWLRQDO#ZLWKLQ#WKUHH#
\HDUV1

5.2 'XULQJ#RXU#DSSHDUDQFH#EHIRUH#WKH#3XEOLF#$FFRXQWV#&RPPLWWHH#LQ#
5335/#ZH#ZHUH#TXHVWLRQHG#DERXW#WKLV#'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#
FRQWUDFW1#,Q#SDUWLFXODU/#ZH#ZHUH#DVNHG#WR#LGHQWLI\#WKH#VHUYLFHV#WKH#
FRQWUDFWRU#ZDV#VXSSRVHG#WR#SURYLGH#DQG#H[SODLQ#ZK\#LW#ZDV#WDNLQJ#PXFK#
ORQJHU#WKDQ#RULJLQDOO\#LQWHQGHG1

5.3 %HFDXVH#RI#WKH#TXHVWLRQV#UDLVHG#E\#WKH#3XEOLF#$FFRXQWV#
&RPPLWWHH#DQG#WKH#PDJQLWXGH#RI#WKH#FRVWV#LQYROYHG/#ZH#H[DPLQHG#WKLV#
FRQWUDFWHG#SURMHFW#LQ#PRUH#GHWDLO1

6FRSH 5.4 2XU#UHYLHZ#REMHFWLYHV#ZHUH=

7R#REWDLQ#UHOHYDQW#LQIRUPDWLRQ#H[SODLQLQJ#ZK\#WKH#
GHYHORSPHQW#RI#WKH#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP#+&6'6,/#
ZKLFK#ZDV#DSSURYHG#LQ#4<<8#IRU#'718#PLOOLRQ#DQG#ZDV#WR#EH#
RSHUDWLRQDO#LQ#WKUHH#\HDUV/#LV#FRVWLQJ#VXEVWDQWLDOO\#PRUH#DQG#
WDNLQJ#PXFK#ORQJHU#WKDQ#DQWLFLSDWHG1

7R#GHWHUPLQH#LI#WKHUH#KDV#EHHQ#DQ\#QRQ0FRPSOLDQFH#ZLWK#
FRQWUDFWXDO#DUUDQJHPHQWV/#JRYHUQPHQW#SROLF\#RU#SURYLQFLDO#
OHJLVODWLRQ#UHODWHG#WR#WKH#KLJKHU#FRVWV#DQG#ORQJHU#FRPSOHWLRQ#
WLPH1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 89



'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP &KDSWHU#8
5.5 7KH#VFRSH#RI#RXU#UHYLHZ#ZDV#OLPLWHG#WR#REWDLQLQJ#LQIRUPDWLRQ#
WKDW#ZRXOG#DOORZ#XV#WR#FRQFOXGH#RQ#WKHVH#REMHFWLYHV1#:H#GLG#QRW#H[DPLQH#
WKH#V\VWHP·V#LQWHUQDO#FRQWUROV#WR#GHWHUPLQH#LI#WKH\#ZHUH#DGHTXDWH#DQG#ZH#
GLG#QRW#UHYLHZ#WKH#V\VWHP#WR#GHWHUPLQH#LI#LW#PHW#GHSDUWPHQWDO#QHHGV1

5.6 :H#LQWHUYLHZHG#VWDII#LQ#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#
+WKH#'HSDUWPHQW,/#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#+6XSSO\#DQG#
6HUYLFHV,#DQG#WKH#'HSDUWPHQW#RI#)DPLO\#DQG#&RPPXQLW\#6HUYLFHV#
+')&6,1#:H#UHYLHZHG#GHSDUWPHQWDO#ILOHV#DQG#WKH#PLQXWHV#RI#
PDQDJHPHQW#FRPPLWWHHV·#PHHWLQJV1#7KH#SURFHVV#RI#JDWKHULQJ#
LQIRUPDWLRQ#ZDV#GLIILFXOW#EHFDXVH=

• PDQ\#SHRSOH#GLUHFWO\#LQYROYHG#ZLWK#WKH#SURMHFW#DUH#QR#ORQJHU#ZLWK#
WKH#'HSDUWPHQW>

• LQ#PDQ\#VLWXDWLRQV#VWDII#ZHUH#XQFHUWDLQ#LI#LQIRUPDWLRQ#H[LVWHG#RU/#LI#LW#
GLG#H[LVW/#ZKHUH#LW#ZDV#ORFDWHG>

• WKH#JRYHUQPHQW#UHRUJDQL]HG#WKH#'HSDUWPHQW#GXULQJ#WKH#V\VWHP#
GHYHORSPHQW#SURFHVV>#

• WKHUH#ZHUH#PDMRU#FKDQJHV#WR#WKH#SURMHFW#SODQ#DIWHU#LW#KDG#LQLWLDOO\#
EHHQ#DSSURYHG>#DQG

• WKH#V\VWHP#GHYHORSPHQW#WRRN#SODFH#RYHU#D#VL[0\HDU#SHULRG1#

5.7 6WDII#RI#WKH#3URMHFW#6XSSRUW#2IILFH#+362,#ZHUH#LQFOXGHG#LQ#RXU#
6XSSO\#DQG#6HUYLFHV#LQWHUYLHZV1#7KLV#RIILFH#ZDV#FUHDWHG#LQ#WKH#IDOO#RI#
5333#WR#SURYLGH#JXLGDQFH#WR#KHOS#GHSDUWPHQWV#LPSOHPHQW#SURMHFWV#
VXFFHVVIXOO\1#(YHQ#WKRXJK#WKH#362#ZDV#QRW#LQ#SODFH#DW#WKH#VWDUW#RI#WKH#
&6'6#SURMHFW/#PDQ\#RI#LWV#FXUUHQW#´EHVW#SUDFWLFHVµ#DUH#UHOHYDQW#LQ#RXU#
GLVFXVVLRQV#RI#WKH#&6'6#SURMHFW#DQG#DUH#UHIHUUHG#WR#WKURXJKRXW#WKLV#
FKDSWHU1

5.8 %HFDXVH#RI#WKH#GLIILFXOWLHV#HQFRXQWHUHG#LQ#JDWKHULQJ#LQIRUPDWLRQ#
IRU#WKH#UHYLHZ/#ZH#DUH#QRW#UHDVRQDEO\#DEOH#WR#YHULI\#PDQ\#RI#WKH#FRVWV#
UHIHUUHG#WR#LQ#WKLV#FKDSWHU1

5HVXOWV#LQ#EULHI 5.9 7KH#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP#+&6'6,#ZDV#RULJLQDOO\#
H[SHFWHG#WR#FRVW#'718#PLOOLRQ#DQG#WR#EH#FRPSOHWHG#LQ#WKUHH#\HDUV1#:H#
ZHUH#QRW#VKRZQ#DQ\#VXSSRUW#IRU#WKH#'718#PLOOLRQ#DQG#WKUHH0\HDU#WLPH#
HVWLPDWHV1#7KH#'HSDUWPHQW#LQGLFDWHG#WKDW#WKH#RULJLQDO#HVWLPDWHV#ZHUH#
LQFRPSOHWH#DQG#RYHUO\#RSWLPLVWLF#DQG#WKDW#WKH#SURMHFW·V#FRPSOH[LW\#
ZDV#QRW#IXOO\#XQGHUVWRRG1

5.10 $W#WKH#WLPH#RI#RXU#UHYLHZ/#WKH#FRVW#RI#WKH#&6'6#SURMHFW#ZDV#
UHSRUWHG#WR#EH#'591<#PLOOLRQ#DQG#LW#KDV#WDNHQ#WKH#'HSDUWPHQW#
DSSUR[LPDWHO\#VL[#\HDUV#WR#FRPSOHWH1#,Q#DGGLWLRQ/#EHFDXVH#RI#WKH#
JRYHUQPHQW#UHRUJDQL]DWLRQ#LQ#5333/#D#SRUWLRQ#RI#WKH#V\VWHP#QRZ#
QHHGV#WR#EH#GHYHORSHG#LQ#')&61#7KH#FRVW#RI#WKLV#GHYHORSPHQW#LV#
HVWLPDWHG#DW#';19#PLOOLRQ#RYHU#WKUHH#\HDUV1#%HIRUH#FRPSDULQJ#WKH#
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&KDSWHU#8 'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP
'718#PLOOLRQ#FRVW#WR#WKH#WRWDO#HVWLPDWHG#FRPSOHWHG#FRVW#RI#'6818#
PLOOLRQ#WKHUH#DUH#WZR#IDFWRUV#ZKLFK#VKRXOG#EH#FRQVLGHUHG1#7KH#FRVW#
FRPSRQHQWV#LQFOXGHG#LQ#WKH#WZR#DPRXQWV#DUH#QRW#WKH#VDPH>#WKH#'718#
PLOOLRQ#RQO\#LQFOXGHV#GHYHORSPHQW#DQG#VXSSRUW#FRVWV1#$V#ZHOO/#D#
QXPEHU#RI#FKDQJHV#ZHUH#PDGH#WR#WKH#SURMHFW#VLQFH#WKH#'718#PLOOLRQ#
HVWLPDWH#ZDV#HVWDEOLVKHG1

5.11 'XULQJ#WKH#VL[0\HDU#GHYHORSPHQW#SURFHVV/#ZH#LGHQWLILHG#VL[#
FKDQJHV#LQ#WKH#&6'6#SURMHFW1#7KHUH#LV#OLWWOH#HYLGHQFH#WR#LQGLFDWH#WKDW#
WKH#'HSDUWPHQW#DQDO\]HG#WKH#FRVW#DQG#WLPH#LPSOLFDWLRQV#RI#DOO#RI#
WKHVH#FKDQJHV#EHIRUH#DQG#DIWHU#WKHLU#LPSOHPHQWDWLRQ1#0DMRU#FKDQJHV#
OLNH#WKLV#ZRXOG#KDYH#KDG#DQ#LPSDFW#RQ#WKH#FRVW#DQG#FRPSOHWLRQ#GDWH#
RI#WKH#SURMHFW1

5.12 7KHUH#DUH#YDULRXV#FRVW#FRPSRQHQWV#WKDW#GHSDUWPHQWV#FDQ#
WUDFN#DQG#UHSRUW#ZLWK#UHVSHFW#WR#LQIRUPDWLRQ#WHFKQRORJ\#SURMHFWV1#
:H#EHOLHYH#GHSDUWPHQWV#VKRXOG#SURYLGH#GHFLVLRQ0PDNHUV#ZLWK#DOO#
FRVWV#DVVRFLDWHG#ZLWK#D#SURMHFW/#QRW#MXVW#WKRVH#UHODWLQJ#WR#WKH#
FRQWUDFWRU#GHYHORSLQJ#WKH#SURMHFW1#(YHQ#WKRXJK#WKH#LQFOXVLRQ#RI#WKHVH#
DGGLWLRQDO#FRVWV#ZRXOG#UHVXOW#LQ#D#VLJQLILFDQWO\#KLJKHU#UHSRUWHG#
SURMHFW#FRVW/#GHFLVLRQ0PDNHUV#VKRXOG#KDYH#DOO#UHOHYDQW#FRVWV#WR#PDNH#
LQIRUPHG#GHFLVLRQV1#:H#ZHUH#SOHDVHG#WR#QRWH#WKDW#SDUW#ZD\#WKURXJK#
WKH#&6'6#SURMHFW/#WKH#'HSDUWPHQW#EHJDQ#WUDFNLQJ#DQG#UHSRUWLQJ#WKH#
DGGLWLRQDO#FRVWV#DVVRFLDWHG#ZLWK#WKH#SURMHFW1#

5.13 7KH#UHVSRQVLELOLW\#IRU#WKH#&6'6#SURMHFW#ZDV#QRW#DVVLJQHG#WR#D#
VHQLRU#GHSDUWPHQWDO#RIILFLDO#IRU#WKH#HQWLUH#GHYHORSPHQW#SHULRG1#)RU#
WKH#ILUVW#WKUHH#\HDUV/#WKHUH#ZDV#OLWWOH#LQYROYHPHQW#E\#VHQLRU#
PDQDJHPHQW#DQG#WKH#&6'6#0DQDJHPHQW#&RPPLWWHH#ZDV#UHVSRQVLEOH#
IRU#PDQDJLQJ#WKH#SURMHFW1#7KLV#FRPPLWWHH#KDG#QR#FKDLUSHUVRQ>#
LQVWHDG#LW#KDG#WKUHH#FR0FKDLUV1#:H#ZHUH#LQIRUPHG#WKDW#GXULQJ#4<<</#
DQ#$VVLVWDQW#'HSXW\#0LQLVWHU#DVVXPHG#UHVSRQVLELOLW\#IRU#WKH#SURMHFW1#
7KH#SURMHFW#PDQDJHPHQW#DQG#PRQLWRULQJ#LPSURYHG#IURP#WKLV#SRLQW#
IRUZDUG1

5.14 7KH#SODQQLQJ#GRFXPHQWDWLRQ#IRU#PDQ\#UHOHDVHV#ZDV#
LQFRPSOHWH#DQG#ODFNHG#WKH#GHWDLO#QHFHVVDU\#WR#FRPSO\#ZLWK#WKH#
UHTXLUHPHQWV#RI#WKH#FRQWUDFW1#:H#QRWLFHG#WKDW#WKH#TXDOLW\#RI#WKH#
SODQQLQJ#GRFXPHQWDWLRQ#LPSURYHG#IRU#WKH#ODWHU#UHOHDVHV1

5.15 )RU#SDUW#RI#WKH#GHYHORSPHQW#SHULRG#+4<<9#²#4<<<,/#WKHUH#ZDV#
QR#FRQVLVWHQW#SURFHVV#IRU#PDQDJLQJ#FKDQJHV1#(YLGHQFH#RI#DSSURYDO#
IURP#WKH#&6'6#0DQDJHPHQW#&RPPLWWHH/#VHQLRU#PDQDJHPHQW#DQG#
%RDUG#RI#0DQDJHPHQW#ZDV#QRW#IRXQG#IRU#PRVW#VFRSH#FKDQJHV1#)URP#
4<<<#WR#1RYHPEHU#5334/#WKH#SURFHVV#IRU#PDQDJLQJ#FKDQJHV#
LPSURYHG1

5.16 7KHUH#ZDV#QR#HYLGHQFH#WR#LQGLFDWH#WKDW#WKH#'HSDUWPHQW#
HVWDEOLVKHG#DQG#SDLG#D#´IL[HG#SULFHµ#IRU#HDFK#UHOHDVH#DV#UHTXLUHG#E\#
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WKH#FRQWUDFW1#:H#VDZ#HYLGHQFH#WR#LQGLFDWH#WKDW#WKH#'HSDUWPHQW#GLG#
QRW#DOZD\V#YHULI\#WKH#FKDUJH0RXW#UDWHV#IRU#WKH#´WLPH#DQG#PDWHULDOVµ#
ELOOLQJV1

5.17 )RU#SDUW#RI#WKH#GHYHORSPHQW#SHULRG/#WKH#PRQLWRULQJ#RI#FRVWV#
LQFXUUHG#DQG#ZRUN#SHUIRUPHG#ZDV#LQDGHTXDWH1#7KHUH#ZDV#YHU\#OLWWOH#
ILQDQFLDO#FRQWURO#IRU#WKH#ILUVW#KDOI#RI#WKH#SURMHFW1#0RQLWRULQJ#RI#FRVWV#
LPSURYHG#LQ#4<<<>#KRZHYHU/#WKHUH#ZHUH#VWLOO#VRPH#ZHDNQHVVHV#LQ#WKLV#
SURFHVV1

5.18 7KH#SURMHFW#ZDV#QRW#FRQGXFWHG#LQ#IXOO#FRPSOLDQFH#ZLWK#WKH#
FRQWUDFW·V#WHUPV/#JRYHUQPHQW#OHJLVODWLRQ#DQG#JRYHUQPHQW#SROLF\1#7KH#
'HSDUWPHQW#GLG#QRW#DOZD\V#FRPSO\#ZLWK#FRQWUDFW#WHUPV#UHODWLQJ#WR#
SODQQLQJ#GRFXPHQWDWLRQ/#PDQDJHPHQW#DQG#SULFLQJ1#)RU#D#SRUWLRQ#RI#
WKH#GHYHORSPHQW#SHULRG#WKH#'HSDUWPHQW#ZDV#LQ#YLRODWLRQ#RI#WKH#
3XEOLF#3XUFKDVLQJ#$FW#DQG#D#JRYHUQPHQW#SROLF\#UHODWLQJ#WR#WKH#
DSSURYDO#RI#SD\PHQWV1

5.19 ,Q#FRQFOXVLRQ/#ZH#LGHQWLILHG#D#QXPEHU#RI#IDFWRUV#WKDW#PD\#
KDYH#FDXVHG#WKH#SURMHFW#WR#FRVW#VXEVWDQWLDOO\#PRUH#DQG#WDNH#
VLJQLILFDQWO\#ORQJHU#WKDQ#RULJLQDOO\#HVWLPDWHG1#+RZHYHU/#ZH#DUH#
XQDEOH#WR#GHWHUPLQH#WKH#HIIHFW#RI#WKHVH#IDFWRUV#RQ#WKH#&6'6#SURMHFW·V#
FRVW#DQG#WLPLQJ1#7KH#ZHDNQHVVHV#ZH#LGHQWLILHG#ZHUH#PRVW#SUHYDOHQW#
LQ#WKH#ILUVW#KDOI#RI#WKH#SURMHFW#DQG#ZHUH#VLJQLILFDQWO\#LPSURYHG#
GXULQJ#WKH#SURMHFW·V#VHFRQG#KDOI1#'XULQJ#WKH#VHFRQG#KDOI/#WKHUH#ZHUH#
VWLOO#VKRUWFRPLQJV#LQ#WKH#DUHDV#RI#PRQLWRULQJ#SULFLQJ#DUUDQJHPHQWV#
DQG#WUDFNLQJ#FRVWV1

3URMHFW#LQIRUPDWLRQ

'HVFULSWLRQ#RI#WKH#SURMHFW

5.20 7KH#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP#LV#D#570KRXU/#RQ0OLQH/#
ELOLQJXDO#V\VWHP#WKDW#WUDFNV#DOO#WKH#VHUYLFHV#UHFHLYHG#E\#D#FOLHQW#DQG#
WKHUHE\#DVVXUHV#DQ#DSSURSULDWH#FRQWLQXXP#RI#FDUH#WKURXJK#FRRUGLQDWHG#
DQG#MRLQW#SODQQLQJ#DQG#GHOLYHU\1#,Q#5334/#DSSUR[LPDWHO\#433/333#FOLHQWV#
ZHUH#VHUYHG#E\#5/333#ZRUNHUV#LQ#3XEOLF#+HDOWK#+3+,/#0HQWDO#+HDOWK#
+0+,#DQG#)DPLO\#DQG#&RPPXQLW\#6RFLDO#6HUYLFHV#+)&66,1

5.21 &6'6#SURYLGHV#FDVH#PDQDJHPHQW/#UHVRXUFH#PDQDJHPHQW#DQG#
ILQDQFLDO#PDQDJHPHQW#LQIRUPDWLRQ#RQ#WKH#YDULHW\#RI#VHUYLFHV#SURYLGHG#
DQG2RU#IXQGHG#E\#WKH#DERYH#GLYLVLRQV1#,W#LV#DOVR#XVHG#E\#WKH#
$GPLQLVWUDWLRQ#DQG#)LQDQFH/#DQG#3ODQQLQJ#DQG#(YDOXDWLRQ#'LYLVLRQV1

5.22 7KH#IXQFWLRQV#WKDW#DUH#FRYHUHG#LQFOXGH=

• LQLWLDO#FRQWDFW/#QHHGV#DVVHVVPHQW#DQG#HOLJLELOLW\#GHWHUPLQDWLRQ#
+LQWDNH,>

• FDVH#DQG#VHUYLFH#SODQQLQJ>
• VHUYLFH#GHOLYHU\#DQG#RXWFRPH#PRQLWRULQJ>
• LQYRLFH#SURFHVVLQJ>
• SD\PHQW#WUDFNLQJ>
• SROLFLHV/#SURFHGXUHV#DQG#VWDQGDUGV#LQYHQWRU\2RQ0OLQH#KHOS>#DQG
• ZRUNORDG#PDQDJHPHQW1
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ic

t

5.23 7KH#V\VWHP#ZDV#WR#EHJLQ#GHYHORSPHQW#LQ#4<<9#DQG#ZDV#WR#EH#
GHOLYHUHG#LQ#VWDJHV/#NQRZQ#DV#UHOHDVHV1#'XULQJ#WKH#FRXUVH#RI#WKH#SURMHFW#
WKH#QXPEHU#DQG#QDPHV#RI#WKH#UHOHDVHV#FKDQJHG#VLJQLILFDQWO\1#:H#
LGHQWLILHG#WZHOYH#UHOHDVHV#DV#VLJQLILFDQW#FRPSRQHQWV#RI#WKH#&6'6#
SURMHFW1#

+LVWRU\#RI#WKH#SURMHFW

March 1993 • The Department’s Strategic Information Plan identified CSDS as its
number one application priority.

July 1993 – June 1994 • The Department contracted a consulting company to do a preliminary
analysis of the project

July 1994 – June 1995 • The Department contracted another consulting company, to perform
the detailed system design and architecture.

November 1995 • The Board of Management (BOM) approved the single sourcing of the
development, implementation and support of the CSDS to the local
company that performed the detailed system design citing an econom
benefit to the Province.

• While the BOM minute did not state an amount for the project,
supporting information noted a $4.5 million cost and an
implementation period of three years.

December 1996 • The Director of the Information Systems Branch within the
Department signed the CSDS contract.

September 1999 • The BOM authorized the continuation of CSDS for two months,
pending the completion of an independent financial review and it
approved a further $1,000,000. At this point, the costs for developmen
and support were in excess of $9.9 million and other costs were more
than $3.1 million.

November 1999 • The local company merged with an international consulting company.

December 1999 • The BOM approved additional funding, up to $4.6 million in
1999-2000.

• The Department was directed to return to the BOM before February
with a concise cost benefit analysis for two options: stopping the
project and completing two additional releases. We believe the
Department complied with this request in June 2000.

April 2000 • Government reorganized the Department. The FCSS portion of the
Department was transferred to the new DFCS.
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h

&RVW#RI#WKH#SURMHFW 5.24 7KHUH#DUH#PDQ\#FRVW#FRPSRQHQWV#LQ#DQ#LQIRUPDWLRQ#WHFKQRORJ\#
SURMHFW1#7KHVH#FRVWV#LQFOXGH=#GHYHORSPHQW/#VXSSRUW/#HTXLSPHQW/#
VRIWZDUH/#WUDLQLQJ/#WUDYHO#H[SHQVHV/#RIILFH#VSDFH/#VXSSOLHV/#
DGPLQLVWUDWLRQ#FRVWV/#FRVWV#DVVRFLDWHG#ZLWK#WHPSRUDULO\#UHSODFLQJ#
HPSOR\HHV#ZKR#DUH#QHHGHG#WR#ZRUN#RQ#WKH#SURMHFW#+EDFNILOO,/#DQG#FRVWV#
DVVRFLDWHG#ZLWK#VXSSRUWLQJ#H[LVWLQJ#V\VWHPV#WKDW#DUH#EHLQJ#UHSODFHG#+OLIH#
VXSSRUW,1#:KHQ#WKH#FRVW#RI#D#SURMHFW#LV#UHIHUUHG#WR/#LW#LV#LPSRUWDQW#WKDW#
WKH#FRPSRQHQWV#LQFOXGHG#LQ#WKLV#´FRPSOHWHµ#FRVW#EH#FOHDUO\#VKRZQ1

5.25 (YHQ#WKRXJK#FDOFXODWLQJ#WKH#FRPSOHWH#FRVW#RI#WKH#SURMHFW#VHHPV#
OLNH#D#EDVLF#SURMHFW#PDQDJHPHQW#SUDFWLFH/#ZH#KDYH#OHDUQHG#WKDW#LQ#WKH#
SDVW/#GHSDUWPHQWV#XVXDOO\#KDYH#QRW#WUDFNHG#DQG#UHSRUWHG#WKH#FRPSOHWH#
FRVW#RI#LQIRUPDWLRQ#V\VWHP#GHYHORSPHQW#SURMHFWV1#&XUUHQW#SUDFWLFH#
VXJJHVWHG#E\#WKH#362#LV#IRU#GHSDUWPHQWV#WR#WUDFN#DQG#UHSRUW#WKH#FRPSOHWH#
FRVW#RI#SURMHFWV/#DV#LW#LV#QHFHVVDU\#IRU#GHFLVLRQ0PDNHUV#WR#KDYH#DOO#
UHOHYDQW#FRVW#LQIRUPDWLRQ#ZKHQ#PDNLQJ#GHFLVLRQV1

5.26 7KH#LQLWLDO#'718#PLOOLRQ#HVWLPDWH#SURYLGHG#WR#WKH#%RDUG#RI#
0DQDJHPHQW#ZDV#QRW#DQ#HVWLPDWH#RI#WKH#FRPSOHWH#FRVW#RI#WKH#SURMHFW1#
7KLV#ILJXUH#RQO\#UHSUHVHQWHG#WKH#FRVWV#RI#GHYHORSPHQW#DQG#VXSSRUW>#LW#GLG#
QRW#LQFOXGH#DQ\#RI#WKH#RWKHU#FRVWV#PHQWLRQHG#DERYH1#

5.27 $W#VXEVHTXHQW#DSSHDUDQFHV#EHIRUH#WKH#%20/#KRZHYHU/#WKH#
'HSDUWPHQW#SURYLGHG#D#FRPSOHWH#FRVW#RI#WKH#SURMHFW1#:H#DUH#SOHDVHG#WKDW#
WKH#'HSDUWPHQW#FDOFXODWHG#D#FRPSOHWH#FRVW#ILJXUH#IRU#WKH#&6'6#SURMHFW#
DQG#SURYLGHG#WKLV#LQIRUPDWLRQ#WR#WKH#%201#

June 2000 • The BOM authorized the completion of the Mental Health and Public
Health components of CSDS. The BOM approved $250,000 per mont
until the project is complete.

• It directed DFCS to evaluate options for the development of its portion
of the system and directed the two departments to make a joint
submission on the most efficient design for the full CSDS project.

September 2001 • The BOM authorized DFCS to spend $8.6 million over three years,
starting in 2001-2002, to complete the development and
implementation of a separate version of the CSDS for the Department
of Family and Community Services.

November 2001 • The Department of Health and Wellness completed its implementation
of CSDS.

• Development of the recently approved separate version of the
CSDS – NB Families begins in the Department of Family and
Community Services.
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5.28 ,Q#RXU#5334#5HSRUW#ZH#VWDWHG=

,Q#4<<<#JRYHUQPHQW#HVWLPDWHG#WKH#FRQWUDFW#ZDV#RQO\#83(#
FRPSOHWH1#&RVWV#ZHUH#PRUH#WKDQ#GRXEOH#WKH#RULJLQDO#FRQWUDFW#
SULFH#DQG#ZHUH#DSSURDFKLQJ#'<18#PLOOLRQ1#%\#HDUO\#5333#WKH#
FRQWUDFW#ZDV#VWLOO#RQO\#:3(#FRPSOHWH#DQG#FRVWV#ZHUH#RYHU#'53#
PLOOLRQ1

5.29 :H#ZRXOG#OLNH#WR#FODULI\#WKH#FRPSRQHQWV#RI#WKH#FRVW#ILJXUHV#
TXRWHG#LQ#RXU#5334#5HSRUW1#7KH#'<18#PLOOLRQ#ZDV#WKH#FRVW#IRU#V\VWHP#
GHYHORSPHQW#DQG#VXSSRUW#XS#WR#64#0DUFK#4<<<1#+RZHYHU/#WKH#'53#
PLOOLRQ#DPRXQW#LQFOXGHG#WKHVH#FRVWV/#SOXV#RWKHU#FRVWV#DVVRFLDWHG#ZLWK#WKH#
SURMHFW1#7KH#FRVW#RI#MXVW#WKH#GHYHORSPHQW#DQG#VXSSRUW#FRPSRQHQWV#XS#WR#
64#0DUFK#5333#ZDV#'4617#PLOOLRQ1#7KHUHIRUH/#WR#PDNH#DQ#DFFXUDWH#
FRPSDULVRQ#IRU#SXUSRVHV#RI#RXU#5334#5HSRUW/#WKH#'718#PLOOLRQ#VKRXOG#EH#
FRPSDUHG#ZLWK#'4617#PLOOLRQ1

5.30 7KH#'HSDUWPHQW#SURYLGHG#WKH#IROORZLQJ#ILJXUHV#DV#WKH#RIILFLDO#
FRVW#RI#WKH#&6'6#SURMHFW=

• 7RWDO#FRVW#RI#WKH#SURMHFW#XS#WR#1RYHPEHU#5334#ZDV#'591<#PLOOLRQ/#
ZKLFK#LV#FRPSULVHG#RI#WKH#IROORZLQJ#FRPSRQHQWV=

0###'HYHORSPHQW#DQG#VXSSRUW#FRVWV ######'4;1<#PLOOLRQ
0###%DFN#ILOO#DQG#OLIH#VXSSRUW#FRVWV####### '#;13#PLOOLRQ

5.31 $OWKRXJK#WKH#'HSDUWPHQW#FRPSOHWHG#LWV#GHYHORSPHQW#RI#WKH#
&6'6#SURMHFW#LQ#1RYHPEHU#5334/#DOO#RI#WKH#IXQFWLRQDOLW\#RULJLQDOO\#
HQYLVDJHG#LQ#WKH#'718#PLOOLRQ#HVWLPDWH#KDV#QRW#\HW#EHHQ#FRPSOHWHG1#7KH#
'HSDUWPHQW#VWRSSHG#GHYHORSLQJ#WKH#)&66#SRUWLRQ#RI#WKH#SURMHFW#ZKHQ#
WKLV#SURJUDP#ZDV#WUDQVIHUUHG#WR#WKH#QHZ#'HSDUWPHQW#RI#)DPLO\#DQG#
&RPPXQLW\#6HUYLFHV1#7KH#')&6#LV#FRQWLQXLQJ#WR#GHYHORS#WKLV#SRUWLRQ#RI#
WKH#V\VWHP#XQGHU#D#QHZ#QDPH/#1%#)DPLOLHV1#7KH#HVWLPDWHG#FRVW#WR#
FRPSOHWH#WKLV#V\VWHP#LV#';19#PLOOLRQ#RYHU#WKUHH#\HDUV#ZLWK#WKH#
GHYHORSPHQW#FRPSRQHQW#HVWLPDWHG#DW#'913#PLOOLRQ1#')&6#VWDII#H[SODLQHG#
WKDW#WKH#HVWLPDWHG#FRVW#RI##1%#)DPLOLHV#KDG#VLJQLILFDQWO\#LQFUHDVHG#DQG#
LWV#FRPSOHWLRQ#KDG#EHHQ#GHOD\HG#E\#DV#PXFK#DV#WZR#\HDUV#EHFDXVH#RI#WKH#
JRYHUQPHQW#UHRUJDQL]DWLRQ1#7KH##1%#)DPLOLHV#SURMHFW#FRVWV#VKRXOG#EH#
FRQVLGHUHG#ZKHQ#FDOFXODWLQJ#WKH#WRWDO#FRVW#RI#WKH#&6'6#LQLWLDWLYH1

5.32 ([KLELW#814#VKRZV#WKH#WRWDO#SURMHFWHG#FRVWV#IRU#WKH#&6'6#DQG
#1%#)DPLOLHV#SURMHFWV#DV#DW#1RYHPEHU#53341

5.33 7KH#RULJLQDO#'718#PLOOLRQ#GHYHORSPHQW#DQG#VXSSRUW#FRVW#KDV#QRZ#
ULVHQ#WR#D#WRWDO#RI#'571<#PLOOLRQ#+'4:1;#PLOOLRQ#SOXV#':14#PLOOLRQ,1#$QG/#
WKH#WRWDO#FRVW#RI#WKH#SURMHFW#+&6'6#SOXV#1%#)DPLOLHV#FRPSRQHQW,#LV#XS#WR#
'6818#PLOOLRQ1#+7KH#'6818#PLOOLRQ#ILJXUH#LQFOXGHV#WKH#´DGGLWLRQDO#FRVWµ#
FRPSRQHQW#ZKLFK#ZDV#QRW#LQFOXGHG#LQ#WKH#'718#PLOOLRQ#HVWLPDWH1,
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Exhibit 5.1
7RWDO#SURMHFWHG#FRVWV#IRU#WKH#&6'6#
DQG#1%#)DPLOLHV#SURMHFWV#+PLOOLRQV#
RI#GROODUV,

5.34 :H#KDYH#DFFHSWHG#WKH#FRVW#ILJXUHV#SURYLGHG#E\#WKH#'HSDUWPHQW#
DQG#KDYH#QRW#FRQGXFWHG#D#GHWDLOHG#YHULILFDWLRQ#DV#SDUW#RI#RXU#UHYLHZ1#
6XFK#YHULILFDWLRQ#ZRXOG#KDYH#EHHQ#YHU\#WLPH#FRQVXPLQJ#JLYHQ#WKH#
XQFHUWDLQW\#DVVRFLDWHG#ZLWK#WKH#GRFXPHQWDWLRQ#DQG#ORQJ#WLPH#SHULRG#
FRYHUHG#E\#WKH#SURMHFW1#$OVR/#IRU#WKHVH#UHDVRQV/#WKHUH#ZRXOG#EH#QR#
JXDUDQWHHV#WKDW#D#YHULILDEOH#´FRPSOHWHµ#FRVW#ILJXUH#FRXOG#KDYH#EHHQ#
JHQHUDWHG1

3RVVLEOH#FDXVHV#IRU#WKH#
FRVW#DQG#WLPH#RYHUUXQV

5.35 :H#LGHQWLILHG#VHYHUDO#SRVVLEOH#FDXVHV#IRU#WKH#&6'6#SURMHFW#
FRVWLQJ#VXEVWDQWLDOO\#PRUH#DQG#WDNLQJ#PXFK#ORQJHU#WR#FRPSOHWH#WKDQ#
RULJLQDOO\#HVWLPDWHG1#,Q#SDUWLFXODU/#ZH#QRWLFHG#D#QXPEHU#RI#SURMHFW#
FKDQJHV#DQG#SUREOHPV#LQ#WKH#DUHDV#RI#SURMHFW#SODQQLQJ#DQG#SURMHFW#
PDQDJHPHQW#DQG#PRQLWRULQJ1

3URMHFW#FKDQJHV 5.36 7KH#&6'6#SURMHFW#ZDV#DIIHFWHG#E\#QXPHURXV#FKDQJHV#WKURXJKRXW#
LWV#VL[0\HDU#GHYHORSPHQW#SHULRG1#7KHVH#FKDQJHV#ZRXOG#KDYH#KDG#DQ#HIIHFW#
RQ#WKH#FRVW#DQG#LPSOHPHQWDWLRQ#SHULRG#RI#WKH#SURMHFW1#

5.37 :H#QRWHG#WKH#IROORZLQJ#FKDQJHV#GXULQJ#WKH#FRXUVH#RI#WKH#SURMHFW1

• 7KH#LQWURGXFWLRQ#RI#WKH#0HQWDO#+HDOWK#%UDQFK#WR#WKH#'HSDUWPHQW#
UHVXOWHG#LQ#D#VLJQLILFDQW#LQFUHDVH#LQ#WKH#QXPEHU#RI#FOLHQWV#WR#EH#
LQFOXGHG#LQ#WKH#V\VWHP1

• 7KH#LPSOHPHQWDWLRQ#RI#D#QHZ#V\VWHP#LQ#WKH#IRUPHU#'HSDUWPHQW#RI#
+XPDQ#5HVRXUFH#'HYHORSPHQW#UHVXOWHG#LQ#FOLHQWV#ZKR#UHFHLYH#
SD\PHQWV#IURP#ERWK#GHSDUWPHQWV#EHLQJ#LQFOXGHG#DV#SDUW#RI#WKH#
&6'61#

BBBBBBBBBBBBBBBBBBBB

41##$GGLWLRQDO#FRVWV#IRU#&6'6#LQFOXGH#FRVWV#DVVRFLDWHG#ZLWK#EDFN#ILOOLQJ#DQG#OLIH#
VXSSRUW1#,Q#DGGLWLRQ/#WKHUH#ZHUH#FRVWV#DVVRFLDWHG#ZLWK#WUDYHO/#RIILFH#VSDFH/#
WUDLQLQJ/#DQG#WUDQVODWLRQ#LQFOXGHG#LQ#WKLV#DPRXQW1

$GGLWLRQDO#FRVWV#IRU#1%#)DPLOLHV#LQFOXGH#FRVWV#DVVRFLDWHG#ZLWK#KDUGZDUH/#
VRIWZDUH/#DQG#DQ#DPRXQW#IRU#D#FRQWLQJHQF\#DOORZDQFH1#,Q#DGGLWLRQ/#WKHUH#ZHUH#
FRVWV#DVVRFLDWHG#ZLWK#EDFN#ILOOLQJ/#WUDYHO/#DFFRPPRGDWLRQV/#VXSSOLHV/#DQG#
WHOHSKRQHV1#

Deve lopment Support
Additional 

Costs1
Comple te  

Cost

CSDS 11.8 7.1 8.0 26.9

NB Families   6.0  --  2.6   8.6

Total 17.8 7.1 10.6 35.5
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• 7KH#LQWURGXFWLRQ#RI#WKH#3URWHFWLRQ#RI#3HUVRQDO#,QIRUPDWLRQ#$FW#
UHTXLUHG#WKH#'HSDUWPHQW#WR#UHDVVHVV#WKH#VKDULQJ#RI#LQIRUPDWLRQ#
EHWZHHQ#EUDQFKHV#DQG#PRGLI\#WKH#VHFXULW\#UHTXLUHPHQWV#RI#WKH#
V\VWHP1

• 7KH#QHHG#WR#EXLOG#D#QHZ#FOLHQW#UHJLVWU\1#7KLV#ZDV#RULJLQDOO\#SODQQHG#
WR#KDYH#EHHQ#DGGUHVVHG#WKURXJK#WKH#GHYHORSPHQW#RI#DQ#DXWRPDWHG#
0HGLFDUH#V\VWHP1#7KH#0HGLFDUH#SURMHFW#ZDV#VXEVHTXHQWO\#
WHUPLQDWHG1

• 7KH#QHHG#WR#FKDQJH#WKH#LPSOHPHQWDWLRQ#VFKHGXOH#UHVXOWLQJ#IURP#D#
VKLIW#LQ#SULRULWLHV#UHODWLQJ#WR#ERWK#FKLOG#SURWHFWLRQ#DQG#\HDU#53331

• 7KH#WUDQVIHU#RI#)&66#SURJUDPV#WR#DQRWKHU#GHSDUWPHQW/#DV#D#UHVXOW#RI#
WKH#JRYHUQPHQW#UHRUJDQL]DWLRQ1#

5.38 )RU#IRXU#RI#WKH#VL[#FKDQJHV/#ZH#GLG#QRW#VHH#DQ\#HYLGHQFH#WKDW#WKH#
'HSDUWPHQW#GHWHUPLQHG#WKH#LPSDFW#RI#WKH#FKDQJHV#LQ#WHUPV#RI#FRVW#RU#
WLPH1#:H#VDZ#HYLGHQFH#WKDW#WKH#DGGLWLRQ#RI#0HQWDO#+HDOWK#WR#WKH#
'HSDUWPHQW#LQFUHDVHG#WKH#FRVW#RI#WKH#SURMHFW#E\#'41:#PLOOLRQ/#EXW#WKHUH#
ZDV#QR#LQGLFDWLRQ#RI#LWV#HIIHFW#RQ#WLPH1#:H#VDZ#DQ#DQDO\VLV#RI#WKH#LPSDFW#
RI#WKH#JRYHUQPHQW#UHRUJDQL]DWLRQ#RQ#WKH#SURMHFW1#+RZHYHU#EHFDXVH#RI#
WKH#QDWXUH#RI#WKH#DQDO\VLV/#ZH#DUH#XQDEOH#WR#GHWHUPLQH#WKH#LQFUHPHQWDO#
HIIHFW#RI#WKH#UHRUJDQL]DWLRQ#RQ#WKH#FRVW#DQG#WLPH#IUDPH#RI#WKH#&6'6#
SURMHFW1

5.39 :H#EHOLHYH#WKDW#WKHVH#FKDQJHV#ZHUH#VLJQLILFDQW#LQ#WKH#FRVW#DQG#
WLPLQJ#RI#WKH#SURMHFW1#%HFDXVH#WKH#'HSDUWPHQW#GLG#QRW#DQDO\]H#DQG#
GRFXPHQW#WKH#HIIHFW#RI#WKHVH#FKDQJHV/#ZH#DUH#XQDEOH#WR#GHWHUPLQH#WKHLU#
VSHFLILF#LPSDFW#RQ#WKH#FRVW#DQG#WLPLQJ#RI#WKH#SURMHFW1#

3URMHFW#SODQQLQJ 5.40 3ODQQLQJ#LV#DQ#HVVHQWLDO#FRPSRQHQW#RI#DQ\#PDMRU#SURMHFW1#
&RPSOHWH#DQG#DFFXUDWH#SODQQLQJ#LV#HVSHFLDOO\#LPSRUWDQW#LQ#DQ#
LQIRUPDWLRQ#WHFKQRORJ\#SURMHFW#WR#KHOS#HQVXUH#WKDW#D#SURMHFW#KDV#FOHDU#
GHILQLWLRQ#DQG#GLUHFWLRQ#IURP#WKH#EHJLQQLQJ1#7KH#SRVVLEOH#RXWFRPHV#RI#
SRRU#SODQQLQJ#LQFOXGH=#LQFRPSOHWH#SURMHFWV/#FRVW#RYHUUXQV/#GHOD\HG#
FRPSOHWLRQ#DQG#D#ILQDO#SURMHFW#WKDW#GRHV#QRW#DGGUHVV#WKH#QHHGV#RI#WKH#
XVHUV1

5.41 2XU#UHYLHZ#RI#WKH#&6'6#SURMHFW#LGHQWLILHG#WKH#IROORZLQJ#
ZHDNQHVVHV#LQ#WKH#SODQQLQJ#RI#WKH#SURMHFW=#

• WKH#RULJLQDO#SURMHFW#HVWLPDWHV#ZHUH#QRW#VXSSRUWHG#E\#GRFXPHQWDWLRQ>#
DQG

• SODQQLQJ#GRFXPHQWDWLRQ#ZDV#LQFRPSOHWH1#

7KH#RULJLQDO#SURMHFW#HVWLPDWHV#
ZHUH#QRW#VXSSRUWHG#E\#
GRFXPHQWDWLRQ#

5.42 %DVHG#RQ#GHSDUWPHQWDO#HVWLPDWHV/#WKH#FRVW#RI#WKH#&6'6#SURMHFW#
ZDV#'718#PLOOLRQ#DQG#WKH#V\VWHP#ZDV#WR#EH#FRPSOHWHG#LQ#WKUHH#\HDUV1#)RU#
D#SURMHFW#RI#WKLV#VL]H/#ZH#H[SHFWHG#WR#ILQG#H[WHQVLYH#GRFXPHQWDWLRQ#
VXSSRUWLQJ#WKH#RULJLQDO#HVWLPDWHV1#7KLV#GRFXPHQWDWLRQ#ZRXOG#KDYH#
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VXSSRUWHG#WKH#'HSDUWPHQW·V#UHTXHVW#WR#WKH#%20#IRU#DQ#H[HPSWLRQ#IURP#
WKH#SXEOLF#WHQGHULQJ#SURFHVV1#

5.43 :H#PDNH#WKH#IROORZLQJ#REVHUYDWLRQV1

• 7KH#'718#PLOOLRQ#ZDV#QRW#VWDWHG#LQ#WKH#FRQWUDFW#EHWZHHQ#WKH#
'HSDUWPHQW#DQG#WKH#FRQWUDFWRU1#7KH#FRQWUDFW#LQGLFDWHG#WKDW#SULFHV#
ZRXOG#EH#VHW#RXW#LQ#DQRWKHU#GRFXPHQW#FDOOHG#D#SURMHFW#FKDUWHU1#&RVWV#
LQFOXGHG#LQ#WKH#SURMHFW#FKDUWHUV#WRWDOOHG#'614#PLOOLRQ1#+$OWKRXJK/#QRW#
DOO#SURMHFW#FKDUWHUV#PHQWLRQHG#FRVWV1,

• :H#IRXQG#QR#GRFXPHQWDWLRQ#VXSSRUWLQJ#WKH#'718#PLOOLRQ#FRVW#RU#WKH#
WKUHH0\HDU#WLPH#SHULRG1#1HLWKHU#PDQDJHPHQW#QRU#VWDII#UHFDOOHG#VHHLQJ#
DQ#HVWLPDWH#IURP#WKH#FRQWUDFWRU1#:H#ZHUH#VXUSULVHG#E\#WKLV#EHFDXVH#
RI#WKH#SUHOLPLQDU\#ZRUN#SHUIRUPHG#E\#WKH#FRQVXOWDQWV#DQG#EHFDXVH#
WKLV#ILJXUH#ZDV#TXRWHG#LQ#WKH#0HPRUDQGXP#WR#WKH#([HFXWLYH#&RXQFLO#
SUHVHQWHG#WR#WKH#%201#

• $#´&6'6#2YHUYLHZ#DQG#6WDWXV#5HSRUWµ#SUHVHQWDWLRQ#WR#WKH#
'HSDUWPHQW·V#6HQLRU#0DQDJHPHQW#&RPPLWWHH#LQ#0DUFK#4<<<#VWDWHG=#

RULJLQDO#FRVW#SURMHFWLRQ#ZDV#LQFRPSOHWH#DQG#RYHUO\#
RSWLPLVWLF#0#SURMHFW#FRPSOH[LW\#QRW#IXOO\#XQGHUVWRRG#

RULJLQDO#WLPH#IUDPH#ZDV#RYHUO\#RSWLPLVWLF#0#SURMHFW#FRPSOH[LW\#
ZDV#QRW#IXOO\#XQGHUVWRRG

3ODQQLQJ#GRFXPHQWDWLRQ#ZDV#
LQFRPSOHWH

5.44 7KH#&6'6#FRQWUDFW#UHTXLUHG#D#SURMHFW#FKDUWHU#WR#EH#SUHSDUHG#IRU#
HDFK#UHOHDVH1#$#SURMHFW#FKDUWHU#LV#RQH#RI#WKH#PRVW#LPSRUWDQW#GRFXPHQWV#
DVVRFLDWHG#ZLWK#D#SURMHFW#DQG#LV#RQH#RI#WKH#ILUVW#VWHSV#LQ#WKH#SURMHFW#
SODQQLQJ#SURFHVV1#$#SURMHFW#FKDUWHU#HVWDEOLVKHV#UROHV#DQG#UHVSRQVLELOLWLHV#
RI#NH\#SOD\HUV#LQ#WKH#SURMHFW#DQG#LW#FOHDUO\#LGHQWLILHV#SURMHFW0UHODWHG#
LVVXHV/#LQ#WHUPV#RI#ULVNV/#EHQHILWV#DQG#FRVWV1#+DYLQJ#D#SURSHUO\#SUHSDUHG#
SURMHFW#FKDUWHU#KHOSV#WR#HQVXUH#WKDW#DOO#SURMHFW#FRPSRQHQWV#+EXGJHW/#
KXPDQ#UHVRXUFHV/#HWF1,#DUH#LQ#SODFH#DQG#XQGHUVWRRG#EHIRUH#FRQWLQXLQJ#
ZLWK#D#SURMHFW1#:H#EHOLHYH#WKH#DEVHQFH#RI#D#SURSHUO\#SUHSDUHG#SURMHFW#
FKDUWHU#LV#DQ#LQGLFDWLRQ#WKDW#SURSHU#SODQQLQJ#KDV#QRW#EHHQ#FDUULHG#RXW1#
7KH#FXUUHQW#EHVW#SUDFWLFHV#UHFRPPHQGHG#E\#WKH#362#VWURQJO\#VXSSRUW#
WKH#FUHDWLRQ#RI#D#SURMHFW#FKDUWHU#HDUO\#LQ#WKH#SURMHFW#SODQQLQJ#SKDVH1#

5.45 7KH#&6'6#FRQWUDFW#LQGLFDWHG#WKDW#D#SURMHFW#FKDUWHU#ZDV#WR#EH#
SUHSDUHG#DW#WKH#HQG#RI#WKH#GHVLJQ#SKDVH#IRU#HDFK#UHOHDVH1#7KH#FRQWUDFW#
UHTXLUHG#WKDW#WKH#SURMHFW#FKDUWHUV#FRQWDLQ#LQIRUPDWLRQ#VXFK#DV#DQ#
LPSOHPHQWDWLRQ#SODQ#DQG#GDWHV#IRU#FRPSOHWLQJ#FULWLFDO#PLOHVWRQHV1#:H#
H[SHFWHG#WR#ILQG#WZHOYH#SURMHFW#FKDUWHUV#+RQH#IRU#HDFK#RI#WKH#WZHOYH#
UHOHDVHV,#DQG#ZH#H[SHFWHG#HDFK#SURMHFW#FKDUWHU#WR#FRQWDLQ#WKH#LQIRUPDWLRQ#
UHTXLUHG#E\#WKH#FRQWUDFW1

5.46 :H#ZHUH#SURYLGHG#ZLWK#QLQH#RI#WKH#WZHOYH#SURMHFW#FKDUWHUV1#2I#
WKHVH#QLQH/#RQO\#RQH#RI#WKHP#FRQWDLQHG#WKH#LQIRUPDWLRQ#ZH#ZHUH#WHVWLQJ#
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IRU#DV#UHTXLUHG#E\#WKH#FRQWUDFW1#7KH#WKUHH#SURMHFW#FKDUWHUV#WKDW#FRXOG#QRW#
EH#ORFDWHG#UHODWHG#WR#UHOHDVHV#FRPPHQFLQJ#SULRU#WR#$SULO#4<<<1

3URMHFW#PDQDJHPHQW#DQG#
PRQLWRULQJ

5.47 3URSHU#PDQDJLQJ#DQG#PRQLWRULQJ#FRQWULEXWH#WR#DQ\#SURMHFW·V#
VXFFHVV1#*HQHUDOO\/#GLUHFW#PDQDJHPHQW#DQG#GLOLJHQW#PRQLWRULQJ#DUH#
UHTXLUHG#IRU#D#ODUJH#SURMHFW#WR#EH#GHOLYHUHG#RQ#VFKHGXOH#DQG#ZLWKLQ#LWV#
EXGJHW1#2XU#UHYLHZ#RI#WKH#&6'6#SURMHFW#LGHQWLILHG#WKH#IROORZLQJ#
ZHDNQHVVHV#LQ#WKH#PDQDJHPHQW#DQG#PRQLWRULQJ#RI#WKH#SURMHFW=

• SURMHFW#FKDQJHV#ZHUH#QRW#ZHOO#PDQDJHG>
• UHVSRQVLELOLW\#IRU#WKH#SURMHFW#ZDV#QRW#FOHDUO\#DVVLJQHG>
• PDQDJHPHQW#FRPPLWWHHV#GLG#QRW#RSHUDWH#HIIHFWLYHO\>
• VRPH#FULWLFDO#SURMHFW#SRVLWLRQV#ZHUH#QRW#ILOOHG>
• PRQLWRULQJ#RI#WKH#SULFLQJ#DUUDQJHPHQWV#ZDV#LQDGHTXDWH>#DQG
• PRQLWRULQJ#RI#WKH#FRVWV#ZDV#LQDGHTXDWH1

3URMHFW#FKDQJHV#ZHUH#QRW#ZHOO#
PDQDJHG

5.48 7KH#PDQDJHPHQW#RI#SURMHFW#FKDQJHV#LV#DQ#HVVHQWLDO#FRPSRQHQW#RI#
DQ\#SURMHFW1#7KLV#SURFHVV#LV#HVSHFLDOO\#LPSRUWDQW#LQ#LQIRUPDWLRQ#
WHFKQRORJ\#GHYHORSPHQW#SURMHFWV/#EHFDXVH#RI#WKH#IDU0UHDFKLQJ#LPSDFW#
WKDW#PDQ\#FKDQJHV#FDQ#KDYH1#+DYLQJ#D#FRQVLVWHQW#SURFHVV#IRU#PDQDJLQJ#
FKDQJHV#LV#LPSRUWDQW#WR#KHOS#HQVXUH#WKDW#RQO\#DXWKRUL]HG#FKDQJHV#DUH#
LPSOHPHQWHG/#WKDW#DOO#FKDQJHV#DUH#GRFXPHQWHG#DQG#WKDW#WKHLU#LPSDFW#RQ#
WKH#SURMHFW·V#EXGJHW#DQG#WLPLQJ#LV#DVVHVVHG1#)URP#D#ULVN#SHUVSHFWLYH/#
ZKHQ#WKH#PDJQLWXGH#RI#FKDQJHV#LV#ODUJH/#FKDQJH#PDQDJHPHQW#LV#DV#
VLJQLILFDQW#DV#DSSURYLQJ#WKH#RULJLQDO#HVWLPDWH1

5.49 )URP#RXU#UHYLHZ#RI#WKH#&6'6#0DQDJHPHQW#&RPPLWWHH#PHHWLQJ#
PLQXWHV/#ZH#QRWLFHG#WKHUH#ZDV#QR#FRQVLVWHQW#SURFHVV#IRU#FKDQJH#
PDQDJHPHQW#IURP#4<<9#WR#4<<<1#7KH#PLQXWHV#RI#1RYHPEHU#4<<;/#
)HEUXDU\#4<<<#DQG#0DUFK#4<<<#PHHWLQJV#UHIHU#WR#WKH#QHHG#IRU#D#
FRQVLVWHQW#FKDQJH#PDQDJHPHQW#DSSURDFK1#)URP#WKLV#SRLQW#IRUZDUG/#WKH#
PDQDJHPHQW#RI#FKDQJHV#LPSURYHG1#

5.50 $V#ZH#QRWHG#HDUOLHU/#WKH#'HSDUWPHQW#GLG#QRW#TXDQWLI\#WKH#FRVW#RU#
WLPLQJ#HIIHFW#RI#IRXU#RI#WKH#VL[#FKDQJHV1#

5.51 :H#DOVR#VDZ#QR#HYLGHQFH#WKDW#WKH#&6'6#0DQDJHPHQW#&RPPLWWHH#
DSSURYHG#DOO#RI#WKH#FKDQJHV#DVVRFLDWHG#ZLWK#WKH#SURMHFW1

5.52 :LWK#WKH#H[FHSWLRQ#RI#WKH#JRYHUQPHQW#UHRUJDQL]DWLRQ#FKDQJH/#ZH#
GLG#QRW#VHH#DQ\#HYLGHQFH#LQ#WKH#6HQLRU#0DQDJHPHQW#&RPPLWWHH#PLQXWHV#
WKDW#LW#KDG#DSSURYHG#WKH#RWKHU#PDMRU#FKDQJHV#LQ#WKH#&6'6#SURMHFW1#

5HVSRQVLELOLW\#IRU#WKH#SURMHFW#
ZDV#QRW#FOHDUO\#DVVLJQHG

5.53 7KH#UHVSRQVLELOLW\#IRU#PDQDJLQJ#WKH#GHYHORSPHQW#RI#WKH#V\VWHP#
VKRXOG#KDYH#EHHQ#FOHDUO\#DVVLJQHG#WR#DQ#DSSURSULDWH#VHQLRU#RIILFLDO#LQ#WKH#
'HSDUWPHQW1#$VVLJQLQJ#UHVSRQVLELOLW\#LV#IXQGDPHQWDO#WR#DFFRXQWDELOLW\#
DQG#KDYLQJ#RQH#SHUVRQ#UHVSRQVLEOH#LV#D#JRRG#SUDFWLFH#IRU#DQ\#SURMHFW1#
7KLV#SHUVRQ#VKRXOG#EH#UHVSRQVLEOH#IRU#HQVXULQJ#DOO#DVSHFWV#RI#SURMHFW#
PDQDJHPHQW#DQG#PRQLWRULQJ#DUH#SHUIRUPHG#SURSHUO\1#:LWKRXW#FOHDUO\#
DVVLJQHG#UHVSRQVLELOLWLHV/#QR#RQH#LV#DFFRXQWDEOH#VKRXOG#D#SUREOHP#RFFXU1#
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'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP &KDSWHU#8
5.54 362#FXUUHQW#JXLGHOLQHV#UHFRPPHQG#GHSDUWPHQWV#DSSRLQW#D#
SURMHFW#VSRQVRU#DQG#D#SURMHFW#GLUHFWRU#IRU#VLJQLILFDQW#GHYHORSPHQW#
SURMHFWV1#7KH#SURMHFW#VSRQVRU#LV#WKH#´FKDPSLRQ#RI#WKH#SURMHFW#IURP#
LQLWLDWLRQ#WR#FRPSOHWLRQµ#DQG#WKH#SURMHFW#GLUHFWRU#LV#UHVSRQVLEOH#IRU#WKH#
RYHUDOO#PDQDJHPHQW#RI#WKH#SURMHFW#WR#HQVXUH#WKH#SURMHFW#LV#FRPSOHWHG#RQ#
WLPH/#RQ#EXGJHW#DQG#ZLWKLQ#VFRSH1#7\SLFDOO\/#WKHVH#UROHV#VKRXOG#EH#
DVVLJQHG#WR#VHQLRU#PDQDJHPHQW1

5.55 )URP#4<<9#WR#4<<</#WKHUH#ZDV#QR#SURMHFW#VSRQVRU#DQG#WKH#SURMHFW#
GLUHFWRU#ZDV#QRW#D#PHPEHU#RI#VHQLRU#PDQDJHPHQW1#3URMHFW#PDQDJHPHQW#
UHVSRQVLELOLWLHV#ZHUH#VKDUHG#EHWZHHQ#WKH#GLUHFWRU#RI#WKH#,QIRUPDWLRQ#
6\VWHPV#%UDQFK#+,6%,#+IRU#LVVXHV#RI#FRQWUDFW#PDQDJHPHQW,#DQG#WKH#&6'6#
0DQDJHPHQW#&RPPLWWHH#+IRU#LVVXHV#RI#WKH#IXQFWLRQV#RI#WKH#V\VWHP,1#
)URP#4<<<#WR#1RYHPEHU#5334/#WKH#'HSDUWPHQW#LQGLFDWHG#WKDW#DQ#
$VVLVWDQW#'HSXW\#0LQLVWHU#DVVXPHG#UHVSRQVLELOLW\#IRU#WKH#SURMHFW#EXW#
RQO\#DIWHU#VHQLRU#PDQDJHPHQW#EHFDPH#DZDUH#WKDW#WKH#&6'6#SURMHFW#ZDV#
VLJQLILFDQWO\#RYHU#EXGJHW1

0DQDJHPHQW#FRPPLWWHHV#GLG#
QRW#RSHUDWH#HIIHFWLYHO\

5.56 7KH#&6'6#FRQWUDFW#VWDWHV/#´WKH#&6'6#0DQDJHPHQW#6WUXFWXUH#
UHSUHVHQWV#D#FULWLFDO#VXFFHVV#IDFWRU#IRU#WKH#VXFFHVVIXO#GHOLYHU\#RI#WKH#
&6'6#LQLWLDWLYH1µ#7ZR#NH\#FRPSRQHQWV#RI#WKH#PDQDJHPHQW#VWUXFWXUH#
ZHUH#WKH#6HQLRU#0DQDJHPHQW#&RPPLWWHH#DQG#WKH#&6'6#0DQDJHPHQW#
&RPPLWWHH1#

6HQLRU#0DQDJHPHQW#&RPPLWWHH 5.57 7KH#6HQLRU#0DQDJHPHQW#&RPPLWWHH#+60&,#ZDV#DW#WKH#WRS#RI#WKH#
&6'6#KLHUDUFKLFDO#VWUXFWXUH1#6RPH#RI#LWV#UHVSRQVLELOLWLHV#LQFOXGHG#
DSSURYLQJ#WKH#JOREDO#EXGJHW#DQG#UHYLVLRQV/#DQG#DSSURYLQJ#WKH#ILVFDO#\HDU#
DQG#RYHUDOO#EXGJHW#UHTXLUHPHQWV1

5.58 :H#UHYLHZHG#WKH#PLQXWHV#RI#WKH#60&#DQG#QRWHG#WKDW#WKH#
FRPPLWWHH#KDG#YHU\#OLPLWHG#LQYROYHPHQW#LQ#WKH#SURMHFW#IURP#4<<9#WR#
0DUFK#4<<<#DQG#QR#LQYROYHPHQW#LQ#WKH#SURMHFW#IURP#-XQH#5333#WR#
1RYHPEHU#53341

5.59 $#´&6'6#2YHUYLHZ#DQG#6WDWXV#5HSRUWµ#SUHVHQWDWLRQ#PDGH#WR#WKH#
FRPPLWWHH#LQ#0DUFK#4<<<#LQGLFDWHG#WKDW#WKH#'HSDUWPHQW#GLG#QRW#IXOO\#
DGKHUH#WR#WKH#RULJLQDO#SURMHFW#PDQDJHPHQW#SURFHVVHV1#7KH#SUHVHQWDWLRQ#
LQGLFDWHG#WKDW#WKHUH#ZDV#VORZ#GHFLVLRQ0PDNLQJ#DQG#WKDW#WKH#6HQLRU#
0DQDJHPHQW#&RPPLWWHH#DQG#GLYLVLRQ#KHDGV#EHFDPH#VRPHZKDW#
GLVFRQQHFWHG1

&6'6#0DQDJHPHQW#&RPPLWWHH 5.60 $FFRUGLQJ#WR#WKH#&6'6#FRQWUDFW/#WKH#&6'6#0DQDJHPHQW#
&RPPLWWHH#ZDV#WR#EH#FR0FKDLUHG#E\#PHPEHUV#RI#0+/#3+/#DQG#)&661#
7KH#FRPPLWWHH#PHPEHUV#ZHUH#WR#LQFOXGH#DW#OHDVW#QLQH#VWDNHKROGHU#
UHSUHVHQWDWLYHV#IURP#WKH#YDULRXV#VHFWLRQV#LQ#WKH#'HSDUWPHQW/#WKH#GLUHFWRU#
RI#WKH#,6%/#WZR#UHSUHVHQWDWLYHV#IURP#WKH#FRQWUDFWHG#FRPSDQ\#DQG#WKH#
GHSDUWPHQWDO#XVHU#UROH#PDQDJHU1#7KH#FRQWUDFW#LQGLFDWHG#WKDW#WKH#
FRPPLWWHH#ZDV#VXSSRVHG#WR#PHHW#RQFH#HYHU\#VL[#WR#HLJKW#ZHHNV#DQG#VRPH#
RI#LWV#UHVSRQVLELOLWLHV#LQFOXGHG=#HQVXULQJ#WKH#SURMHFW#ZDV#SURJUHVVLQJ#
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&KDSWHU#8 'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP
DFFRUGLQJ#WR#WKH#SODQ/#DSSURYLQJ2UHMHFWLQJ#FKDQJH#UHTXHVWV#DIIHFWLQJ#WKH#
&6'6#EXGJHW#RU#VFKHGXOH#+RU#HOHYDWH#WR#60&,/#DQG#DGGUHVVLQJ#NH\#
LVVXHV#TXLFNO\1

5.61 2QH#RI#WKH#PDMRU#SUREOHPV#ZH#QRWLFHG#ZLWK#WKH#RSHUDWLRQ#RI#WKLV#
FRPPLWWHH#ZDV#WKH#DEVHQFH#RI#D#FKDLUSHUVRQ#IRU#WKH#ILUVW#WKUHH#\HDUV>#
LQVWHDG/#WKH#FRPPLWWHH#ZDV#FR0FKDLUHG#E\#WKUHH#LQGLYLGXDOV1#7KH#
FRPPLWWHH#ZDV#RIWHQ#UHIHUUHG#WR#DV#WKH#´&R0&KDLU#&RPPLWWHHµ1#1R#RQH#
SHUVRQ#ZDV#UHVSRQVLEOH#IRU#HQVXULQJ#WKH#FRPPLWWHH#RSHUDWHG#HIIHFWLYHO\1#
7KH#'HSDUWPHQW#LQGLFDWHG#WKDW#WKH#FRPPLWWHH#DSSRLQWHG#D#FKDLUSHUVRQ#LQ#
4<<<#WR#PDQDJH#WKH#FRPPLWWHH1#)URP#WKLV#SRLQW#IRUZDUG/#WKH#FRPPLWWHH#
DSSHDUHG#WR#RSHUDWH#PRUH#HIIHFWLYHO\1#

5.62 )URP#RXU#UHYLHZ#RI#WKH#&6'6#0DQDJHPHQW#&RPPLWWHH#PLQXWHV/#
ZH#GLVFRYHUHG#WKH#IROORZLQJ=

• )URP#-DQXDU\#4<<9#WR#)HEUXDU\#4<<;/#LW#DSSHDUV#DV#LI#VRPH#RI#WKH#
FRPPLWWHH#PHPEHUV#PHW#DQG#GLVFXVVHG#VWDWXV#UHSRUWV#SURYLGHG#E\#WKH#
FRQWUDFWRU1#+RZHYHU/#PLQXWHV#ZHUH#QRW#NHSW1

• )URP#4<<9#WR#4<<</#WKH#FRPPLWWHH#GLG#QRW#UHYLHZ#GHWDLOHG#WLPHOLQHV#
DQG#ILQDQFLDO#LQIRUPDWLRQ1#)URP#0DUFK#4<<<#WR#1RYHPEHU#5334/#WKH#
FRPPLWWHH#UHYLHZHG#ILQDQFLDO#LQIRUPDWLRQ#EXW#WKLV#LQIRUPDWLRQ#ZDV#
VRPHWLPHV#RXW0RI0GDWH1#7KHUH#ZHUH#GLVFXVVLRQV#UHODWLQJ#WR#WLPH#DQG#
EXGJHW/#EXW#LW#DSSHDUV#WKH#FRPPLWWHH#GLG#QRW#KDYH#DQ\#GHWDLOHG#
LQIRUPDWLRQ/#ZLWK#WKH#H[FHSWLRQ#RI#WKH#ODVW#UHOHDVH1#7KH#'HSDUWPHQW#
LQIRUPHG#XV#WKDW#WKH#ILQDQFLDO#LQIRUPDWLRQ#ZDV#XVXDOO\#YHUEDOO\#
XSGDWHG#E\#WKH#FRQWUDFWRU#GXULQJ#WKH#PHHWLQJV1

• 6WDWXV#UHSRUWV/#PLQXWHV#DQG#D#SUHVHQWDWLRQ#WR#VHQLRU#PDQDJHPHQW#
LQGLFDWH#VORZ#GHFLVLRQ0PDNLQJ#E\#WKH#FRPPLWWHH1#

6RPH#FULWLFDO#SURMHFW#SRVLWLRQV#
ZHUH#QRW#ILOOHG

5.63 'XULQJ#RXU#UHYLHZ/#ZH#OHDUQHG#WKDW#WKHUH#ZHUH#NH\#SRVLWLRQV#QRW#
ILOOHG#WKURXJKRXW#WKH#VL[0\HDU#SURMHFW1#7KH#ODFN#RI#D#SURMHFW#PDQDJHU#ZDV#
SRLQWHG#RXW#E\#WKH#2IILFH#RI#WKH#&RPSWUROOHU#LQ#WZR#VHSDUDWH#UHYLHZV#RI#
WKH#&6'6#SURMHFW#LQ#0DUFK#DQG#2FWREHU#RI#53331#7KH#'HSDUWPHQW#
LQGLFDWHG#WKDW#D#SURMHFW#PDQDJHU#ZDV#DVVLJQHG#WR#WKH#&6'6#SURMHFW#IURP#
2FWREHU#5333#WR#WKH#FRPSOHWLRQ#RI#WKH#SURMHFW1

5.64 :H#DOVR#QRWLFHG#WKDW#WKH#&6'6#0DQDJHPHQW#&RPPLWWHH#KDG#
GLIILFXOW\#JHWWLQJ#XVHUV#DVVLJQHG#WR#WKH#SURMHFW1#$Q#2FWREHU#4<<9#VWDWXV#
UHSRUW#VWDWHG/#´7ZR#RI#WKH#WKUHH#FXUUHQW#UHOHDVHV#RI#&6'6#EHLQJ#ZRUNHG#
RQ#DUH#UXQQLQJ#EHKLQG#RXU#RULJLQDO#WDUJHW#LPSOHPHQWDWLRQ#GDWHV1#8QOHVV#
WKH#XVHU#DYDLODELOLW\#LVVXHV#DUH#UHVROYHG/#DQG#VWURQJ#,PSOHPHQWDWLRQ#
0DQDJHPHQW#VNLOOV#DVVLJQHG#WR#WKHVH#LQLWLDWLYHV/#ZH#ZLOO#QRW#PHHW#WKH#
2FWREHU#4<<;#REMHFWLYH1µ

0RQLWRULQJ#RI#WKH#SULFLQJ#
DUUDQJHPHQWV#ZDV#LQDGHTXDWH

5.65 7KH#&6'6#FRQWUDFW#QRWHV#WZR#W\SHV#RI#SULFLQJ#DUUDQJHPHQWV=#
´WLPH#DQG#PDWHULDOVµ#DQG#´IL[HG#SULFHµ1#,Q#D#´WLPH#DQG#PDWHULDOVµ#
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'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP &KDSWHU#8
DUUDQJHPHQW/#WKH#GHSDUWPHQW#DVVXPHV#PRVW#RI#WKH#ULVN#DVVRFLDWHG#ZLWK#
WKH#FRQWUDFW1#7KH#RQXV#LV#RQ#WKH#GHSDUWPHQW#WR#HQVXUH#WKH#FRQWUDFWRU#LV#
ELOOLQJ#IRU#DFWXDO#VHUYLFHV#UHQGHUHG#DW#WKH#DSSURSULDWH#FKDUJHRXW#UDWHV#
DQG#WR#PRQLWRU#WKH#GHYHORSPHQW#SURFHVV#WR#HQVXUH#LW#LV#SURJUHVVLQJ#
HIILFLHQWO\#DV#SODQQHG1#,I#D#SURMHFW#WDNHV#ORQJHU#WKDQ#HVWLPDWHG/#WKH#
GHSDUWPHQW#SD\V#PRUH1#

5.66 ,Q#D#´IL[HG#SULFHµ#DUUDQJHPHQW/#WKH#FRQWUDFWRU#DVVXPHV#PRVW#RI#
WKH#ULVN1#7KH#FRQWUDFWRU#XVXDOO\#TXRWHV#D#KLJKHU#SULFH#WR#UHIOHFW#WKLV#ULVN1#
7KH#SULFH#LV#GHFLGHG#DW#WKH#EHJLQQLQJ#DQG#FRVW#RYHUUXQV#DUH#OHVV#OLNHO\#
GXH#WR#WKH#LQFHQWLYH#IRU#WKH#FRQWUDFWRU#WR#ILQLVK#ZLWKLQ#LWV#RZQ#EXGJHW1#

5.67 :H#OHDUQHG#IURP#VWDII#DW#WKH#362#LQ#6XSSO\#DQG#6HUYLFHV#WKDW#
WKHUH#LV#PRUH#RSSRUWXQLW\#IRU#FRVW#DQG#WLPH#RYHUUXQV#ZLWK#D#´WLPH#DQG#
PDWHULDOVµ#DUUDQJHPHQW1#$OVR/#ZLWK#WKLV#SULFLQJ#DUUDQJHPHQW#WKH#
GHSDUWPHQW#VKRXOG#EH#GLUHFWO\#LQYROYHG#LQ#WKH#SURMHFW#DQG#PRQLWRU#WKH#
FRQWUDFW#YHU\#FORVHO\1#

5.68 7KH#&6'6#FRQWUDFW#UHIHUUHG#WR#ERWK#´WLPH#DQG#PDWHULDOVµ#DQG#
´IL[HG#SULFHµ1#7KH#FRQWUDFW#LQGLFDWHG#WKDW#WKHUH#ZHUH#WKUHH#VHSDUDWH#
SKDVHV#DVVRFLDWHG#ZLWK#HDFK#UHOHDVH=#GHVLJQ/#FRQVWUXFWLRQ2DVVHPEO\#DQG#
LPSOHPHQWDWLRQ1#7KH#SULFLQJ#DVVRFLDWHG#ZLWK#HDFK#SKDVH#ZDV#DV#IROORZV1#

• 7KH#GHVLJQ#SKDVH#ZDV#WR#EH#ELOOHG#RQ#D#´WLPH#DQG#PDWHULDOVµ#EDVLV1
• 7KH#FRQVWUXFWLRQ2DVVHPEO\#SKDVH#ZDV#WR#EH#ELOOHG#RQ#D#´IL[HG#SULFHµ#

EDVLV1#
• 7KH#LPSOHPHQWDWLRQ#SKDVH#ZDV#WR#EH#ELOOHG#XVLQJ#D#FRPELQDWLRQ#RI#

´WLPH#DQG#PDWHULDOVµ#DQG#´IL[HG#SULFHµ1

5.69 :H#H[SHFWHG#VRPHRQH#WR#EH#PRQLWRULQJ#WKH#SURMHFW#WR#HQVXUH#WKH#
SULFLQJ#DUUDQJHPHQWV#RI#WKH#FRQWUDFW#ZHUH#IROORZHG1

5.70 :H#GLG#QRW#VHH#DQ\#HYLGHQFH#LQ#WKH#SURMHFW#FKDUWHUV#WR#LQGLFDWH#
WKDW#WKH#'HSDUWPHQW#HVWDEOLVKHG#D#IL[HG#SULFH#IRU#HDFK#RI#WKH#UHOHDVHV#DV#
UHTXLUHG#E\#WKH#FRQWUDFW1#$V#QRWHG#HDUOLHU/#SULFLQJ#ZDV#WR#EH#UHFRUGHG#LQ#
WKH#SURMHFW#FKDUWHUV#+WKLV#ZRXOG#LQFOXGH#WKH#DPRXQW#RI#WKH#IL[HG#SULFH#IRU#
WKH#GLIIHUHQW#SKDVHV,1#6HYHQ#RI#WKH#WZHOYH#UHOHDVHV#HLWKHU#GLG#QRW#KDYH#
SULFLQJ#PHQWLRQHG#LQ#LWV#SURMHFW#FKDUWHUV#RU#GLG#QRW#KDYH#D#SURMHFW#
FKDUWHU1#

5.71 7KH#'HSDUWPHQW·V#LQWHUQDO#DXGLW#UHYLHZ#LQ#4<<;#UHFRPPHQGHG#
´DQ#DPRXQW#IRU#IL[HG#SULFH#ZRUN/#IRU#DOO#UHPDLQLQJ#UHOHDVHV/#ZKLFK#DUH#
LQ#GHYHORSPHQW/#VKRXOG#EH#REWDLQHG/#DQG#WKHQ#WUDFNHG#VHSDUDWHO\1µ#,W#
DOVR#VWDWHG#´7KH#FRQWUDFWRU#VKRXOG#SURYLGH/#RQ#WKHLU#LQYRLFHV/#D#
EUHDNGRZQ#RI#ZRUN#FODVVLILHG#DV#GHYHORSPHQW#YHUVXV#ZRUN#FODVVLILHG#DV#
GHVLJQ/#IRU#HDFK#UHOHDVH1#$OVR/#IL[HG#SULFH#ZRUN#UHODWHG#WR#WKH#
LPSOHPHQWDWLRQ#SKDVH#VKRXOG#EH#GHILQHG#DQG#WUDFNHG#VHSDUDWHO\1#$OO#
YDULDQFHV#VKRXOG#EH#H[SODLQHG1µ#7KHVH#ILQGLQJV#E\#WKH#,QWHUQDO#$XGLW#
%UDQFK#LPSO\#WKDW#WKH#'HSDUWPHQW#ZDV#QRW#XVLQJ#´IL[HG#SULFLQJµ#DV#
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&KDSWHU#8 'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP
UHTXLUHG#E\#WKH#FRQWUDFW1#:H#VDZ#QR#HYLGHQFH#WKDW#WKLV#UHFRPPHQGDWLRQ#
ZDV#LPSOHPHQWHG1

5.72 :H#DOVR#EHOLHYH#WKH#'HSDUWPHQW#GLG#QRW#FORVHO\#PRQLWRU#WKH#FRVWV#
DVVRFLDWHG#ZLWK#WKH#´WLPH#DQG#PDWHULDOVµ#ELOOLQJV1#:H#VDZ#HYLGHQFH#WKDW#
WKH#'HSDUWPHQW#ZDV#KDYLQJ#GLIILFXOW\#YHULI\LQJ#WKH#FKDUJH0RXW#UDWHV#DQG#
WKH#KRXUV#FKDUJHG#IRU#WKH#FRQWUDFWHG#LQGLYLGXDOV1#:H#EHOLHYH#WKH#SHUVRQ#
UHVSRQVLEOH#IRU#YHULI\LQJ#WKH#SD\PHQW#VKRXOG#KDYH#NQRZQ#ZKR#ZDV#
ZRUNLQJ#RQ#WKH#SURMHFW#DQG#WKH#DPRXQW#RI#WKHLU#FKDUJH0RXW#UDWHV1#

0RQLWRULQJ#RI#WKH#FRVWV#ZDV#
LQDGHTXDWH

5.73 :H#EHOLHYH#WKHUH#VKRXOG#KDYH#EHHQ#DSSURSULDWH#V\VWHPV#LQ#SODFH#
WR#IDFLOLWDWH#WKH#WLPHO\#PRQLWRULQJ#RI#FRVWV#LQFXUUHG#DQG#ZRUN#FRPSOHWHG1#
:H#H[SHFWHG#EXGJHWV#DQG#FRVWV#WR#EH#WUDFNHG#DQG#PRQLWRUHG#E\#UHOHDVH1#

5.74 7KH#,6%#LQ#WKH#'HSDUWPHQW#ZDV#UHVSRQVLEOH#IRU#FRVW#FRQWURO#IURP#
4<<9#WR#4<<<1#2WKHU#WKDQ#FRQWUDFWRU#LQYRLFHV/#,6%#ZDV#QRW#DEOH#WR#
SURYLGH#XV#ZLWK#DQ\#ILQDQFLDO#LQIRUPDWLRQ#IRU#WKLV#WLPH#SHULRG1#,Q#0DUFK#
4<<</#ILQDQFLDO#FRQWURO#EHFDPH#WKH#UHVSRQVLELOLW\#RI#WKH#&6'6#
0DQDJHPHQW#&RPPLWWHH1#)URP#WKLV#SRLQW#IRUZDUG/#WKH#PRQLWRULQJ#RI#
FRVWV#VLJQLILFDQWO\#LPSURYHG1#

5.75 :H#UHYLHZHG#WKH#PLQXWHV#RI#PHHWLQJV#RI#WKH#&6'6#0DQDJHPHQW#
&RPPLWWHH#DQG#QRWHG#WKH#IROORZLQJ#REVHUYDWLRQV#UHODWLQJ#WR#WKH#
PRQLWRULQJ#RI#WKH#SURMHFW1

• )LQDQFLDO#LQIRUPDWLRQ#ZDV#QRW#GLVFXVVHG#DW#HDFK#PHHWLQJ1#,Q#
'HFHPEHU#4<<;/#WKH#FRPPLWWHH#DVNHG#WKH#FRQWUDFWRU#WR#VWDUW#
SURYLGLQJ#LW#ZLWK#ILQDQFLDO#LQIRUPDWLRQ#IRU#WKH#SURMHFW1

• ,Q#0DUFK#4<<</#WKH#FRPPLWWHH#VWDUWHG#UHYLHZLQJ#ILQDQFLDO#
LQIRUPDWLRQ#DW#WKH#PHHWLQJV1#7KH#LQIRUPDWLRQ#ZDV#JHQHUDOO\#UHSRUWHG#
RQ#D#PRQWKO\#EDVLV#E\#UHOHDVH1#+RZHYHU/#ZH#QRWHG#VHYHUDO#LQVWDQFHV#
ZKHUH#WKH#LQIRUPDWLRQ#ZDV#XSGDWHG#VHYHUDO#PRQWKV#ODWH#RU/#IRU#VRPH#
PRQWKV/#QRW#DW#DOO1#

5.76 $QRWKHU#REVHUYDWLRQ#WKDW#VXJJHVWV#SURMHFW#PRQLWRULQJ#ZDV#
LQDGHTXDWH#LV#WKH#ODFN#RI#ILQDQFLDO#LQIRUPDWLRQ#DVVRFLDWHG#ZLWK#WKH#
SURMHFW1#7KH#'HSDUWPHQW#ZDV#XQDEOH#WR#SURYLGH#XV#ZLWK#LQIRUPDWLRQ#RQ#
WKH#EXGJHW#DQG#FRVW#RI#HDFK#UHOHDVH1#,Q#DGGLWLRQ/#LW#WRRN#VHYHUDO#ZHHNV#
GXULQJ#RXU#DXGLW#IRU#WKH#'HSDUWPHQW#WR#SURGXFH#GRFXPHQWV#LQGLFDWLQJ#WKH#
WRWDO#FRVW#RI#WKH#SURMHFW1

5.77 2EVHUYDWLRQV#PDGH#E\#WKH#'HSDUWPHQW#DOVR#LQGLFDWH#DQ#
DZDUHQHVV#WKDW#SURMHFW#PRQLWRULQJ#ZDV#LQDGHTXDWH1#$#0D\#4<<;#
GRFXPHQW#SUHSDUHG#E\#WKH#,QWHUQDO#$XGLW#%UDQFK#VWDWHG=

:LWKRXW#D#V\VWHP#RI#WUDFNLQJ#WKH#FRVWV#LQWHUQDOO\/#WKH#
'HSDUWPHQW#LV#SODFLQJ#WKH#RQXV#RQ#WKH#SULPDU\#FRQWUDFWRU#111##
WR#FRQWURO#WKH#SURMHFW#ILQDQFLDOO\1#7KHUH#LV#D#ULVN#RI#
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'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP &KDSWHU#8
RYHU0H[SHQGLWXUH#RQ#IL[HG#SULFHG#FRPSRQHQWV#DQG#ZLWK#UHVSHFW#
WR#WKH#SURMHFW#RYHUDOO1

,W#LV#UHFRPPHQGHG#WKH#'HSDUWPHQW#EHJLQ#WR#WUDFN#DOO#FRVW#IRU#
ZRUN#UHODWHG#WR#WKH#SURMHFW/#ZKHWKHU#LW#EH#LQWHUQDO#RU#E\#
H[WHUQDO#FRQWUDFWRUV1#7KH#WUDFNLQJ#VKRXOG#EH#GRQH#RQ#D#UHOHDVH#
E\#UHOHDVH#EDVLV1#7KH#VWDUWLQJ#SRLQW#VKRXOG#EH#DQ#HVWLPDWLRQ#
RI#ZRUN#WR#EH#GRQH#LQ#WKH#ILVFDO#\HDU/#DQG#WKHQ#DSSO\LQJ#LW#WR#
D#SURSRVHG#EXGJHW1#

5.78 :H#VDZ#QR#HYLGHQFH#WKDW#WKLV#UHFRPPHQGDWLRQ#ZDV#LPSOHPHQWHG1

&RPSOLDQFH#ZLWK#
FRQWUDFW#WHUPV/#
OHJLVODWLRQ#DQG#
JRYHUQPHQW#SROLF\

5.79 7R#PHHW#RXU#VHFRQG#UHYLHZ#REMHFWLYH/#ZH#FRPSOHWHG#WKH#
IROORZLQJ=

• ZH#H[DPLQHG#WKH#&6'6#FRQWUDFW#DQG#VHOHFWHG#VSHFLILF#VHFWLRQV#IRU#
FRPSOLDQFH#WHVWLQJ>#

• ZH#LGHQWLILHG#UHOHYDQW#OHJLVODWLRQ#DQG#SROLFLHV/#DQG#QRWHG#DUHDV#ZKHUH#
WKH#'HSDUWPHQW#ZDV#QRW#LQ#FRPSOLDQFH>#DQG#

• ZKLOH#WKHUH#ZHUH#QR#JRYHUQPHQW#SROLFLHV#UHODWLQJ#WR#WKH#PDQDJHPHQW#
RI#LQIRUPDWLRQ#WHFKQRORJ\#SURMHFWV#DW#WKH#WLPH#WKLV#FRQWUDFW#ZDV#
VLJQHG/#ZH#PDGH#REVHUYDWLRQV#ZLWK#UHJDUGV#WR#SURMHFW#PDQDJHPHQW#
DQG#%RDUG#RI#0DQDJHPHQW#DSSURYDO1#

1RQ0FRPSOLDQFH#ZLWK#
FRQWUDFW#WHUPV

5.80 7KH#&6'6#FRQWUDFW#LV#DQ#H[WHQVLYH#GRFXPHQW/#85#SDJHV#LQ#OHQJWK#
ZLWK#49#VFKHGXOHV#DWWDFKHG1#,W#LV#FRPSULVHG#RI#59#VHFWLRQV/#ZKLFK#LQFOXGH#
WRSLFV#VXFK#DV=#UHVRXUFHV#DQG#UHVSRQVLELOLWLHV>#SURMHFW#PDQDJHPHQW>#DQG#
SULFLQJ#DQG#SD\PHQW1#,W#DOVR#FRYHUV#V\VWHPV#GHYHORSPHQW/#OLFHQVLQJ/#
LPSOHPHQWDWLRQ#DQG#PDLQWHQDQFH1#7KH#,6%#GLUHFWRU#DQG#WKH#FRQWUDFWRU#
VLJQHG#WKH#FRQWUDFW#LQ#'HFHPEHU#4<<91

5.81 :H#UHYLHZHG#WKH#FRQWUDFW#DQG#QRWHG#WKH#IROORZLQJ#NH\#DUHDV#
ZKHUH#WKH#'HSDUWPHQW#GLG#QRW#FRPSO\=

• WKH#DPRXQW#RI#WKH#´IL[HG#SULFHµ#FRQWUDFW#ZRUN#ZDV#QRW#GHWHUPLQHG>
• VRPH#SURMHFW#FKDUWHUV#ZHUH#QRW#SUHSDUHG#DQG#PRVW#ZHUH#LQFRPSOHWH>#

DQG
• WKH#UHTXLUHG#PDQDJHPHQW#VWUXFWXUH#ZDV#QRW#LPSOHPHQWHG1

7KH#DPRXQW#RI#WKH#´IL[HG#
SULFHµ#FRQWUDFW#ZRUN#ZDV#QRW#
GHWHUPLQHG

5.82 7KH#FRQWUDFW#UHTXLUHV#DOO#VHUYLFHV#GXULQJ#WKH#FRQVWUXFWLRQ2
DVVHPEO\#SKDVH#WR#EH#EDVHG#RQ#D#IL[HG#SULFH1#,W#DOVR#UHTXLUHV#SRUWLRQV#RI#
WKH#FRVWV#DVVRFLDWHG#ZLWK#WKH#LPSOHPHQWDWLRQ#SKDVH#WR#FRQWDLQ#D#´IL[HG#
SULFHµ#FRPSRQHQW1#:H#ZHUH#XQDEOH#WR#ORFDWH#DQ\#DJUHHPHQWV#EHWZHHQ#
WKH#'HSDUWPHQW#DQG#WKH#FRQWUDFWRU#VSHFLI\LQJ#WKH#DPRXQW#RI#WKH#IL[HG#
SULFHV#IRU#DQ\#RI#WKH#WZHOYH#UHOHDVHV1#

5.83 )LYH#RI#WKH#WZHOYH#UHOHDVHV#KDG#SULFLQJ#LQIRUPDWLRQ#LQGLFDWHG#LQ#
WKH#SURMHFW#FKDUWHUV1#+RZHYHU/#WKHUH#ZDV#QR#LGHQWLILFDWLRQ#RI#WKH#´IL[HG#
SULFHµ#DQG#´WLPH#DQG#PDWHULDOVµ#FRVWV1#:H#IRXQG#QR#HYLGHQFH#WR#LQGLFDWH#
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&KDSWHU#8 'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP
WKH#FRVWV#DVVRFLDWHG#ZLWK#WKH#FRQVWUXFWLRQ2DVVHPEO\#SKDVH#RU#WKH#
LPSOHPHQWDWLRQ#SKDVH#RI#WKH#SURMHFW#ZHUH#SDLG#RQ#D#´IL[HG#SULFHµ#EDVLV/#
DV#UHTXLUHG#E\#WKH#FRQWUDFW1#

6RPH#SURMHFW#FKDUWHUV#ZHUH#QRW#
SUHSDUHG#DQG#PRVW#ZHUH#
LQFRPSOHWH

5.84 7KH#&6'6#FRQWUDFW#LQGLFDWHG#WKDW#D#SURMHFW#FKDUWHU#+SODQQLQJ#
GRFXPHQW,#ZDV#WR#EH#SUHSDUHG#DW#WKH#HQG#RI#WKH#GHVLJQ#SKDVH#IRU#HDFK#
UHOHDVH1#7KH#FRQWUDFW#LQGLFDWHG#WKDW#WKH#IROORZLQJ#LQIRUPDWLRQ#ZDV#WR#EH#
LQFOXGHG#LQ#HDFK#SURMHFW#FKDUWHU=

• WKH#SULFH#RI#WKH#UHOHDVH/#
• D#UHOHDVH#LPSOHPHQWDWLRQ#SODQ/#
• WKH#OHQJWK#RI#WLPH#QHHGHG#IRU#WKH#FRPSOHWLRQ#RI#SURMHFW#PLOHVWRQHV/#
• WKH#GDWHV#IRU#WKH#FRPSOHWLRQ#RI#FULWLFDO#SURMHFW#PLOHVWRQHV/#DQG#
• WKH#LGHQWLILFDWLRQ#RI#VSHFLILF#LQGLYLGXDOV#DV#NH\#SHUVRQQHO1

5.85 $V#VWDWHG#HDUOLHU/#RQO\#QLQH#RI#WZHOYH#SURMHFW#FKDUWHUV#ZHUH#
SURYLGHG#WR#XV1#2I#WKH#QLQH/#RQH#ZDV#VLJQHG#E\#WKH#'HSDUWPHQW#DQG#WKH#
FRQWUDFWRU/#WKUHH#ZHUH#DSSURYHG#E\#WKH#&6'6#0DQDJHPHQW#&RPPLWWHH#
DQG#ILYH#ZHUH#QHLWKHU#DSSURYHG#QRU#VLJQHG1#$OWKRXJK#VLJQLQJ#RI#D#SURMHFW#
FKDUWHU#LV#QRW#D#UHTXLUHPHQW#RI#WKH#FRQWUDFW/#ZH#EHOLHYH#WKHVH#GRFXPHQWV#
VKRXOG#KDYH#EHHQ#VLJQHG#E\#ERWK#WKH#'HSDUWPHQW#DQG#WKH#FRQWUDFWRU1#

5.86 2QO\#ILYH#SURMHFW#FKDUWHUV#FRQWDLQHG#SULFLQJ#LQIRUPDWLRQ1#

5.87 7KHUH#ZHUH#HLJKW#SURMHFW#FKDUWHUV#WKDW#KDG#D#UHOHDVH#
LPSOHPHQWDWLRQ#SODQ1#+RZHYHU/#LQ#RXU#RSLQLRQ/#VL[#RI#WKHP#ZHUH#RI#SRRU#
TXDOLW\#DQG#FRQWHQW1

5.88 2QO\#RQH#SURMHFW#FKDUWHU#FRQWDLQHG#WKH#OHQJWK#RI#WLPH#QHHGHG#IRU#
WKH#FRPSOHWLRQ#RI#SURMHFW#PLOHVWRQHV1

5.89 2QO\#WZR#SURMHFW#FKDUWHUV#FRQWDLQHG#WKH#GDWHV#IRU#WKH#FRPSOHWLRQ#
RI#FULWLFDO#SURMHFW#PLOHVWRQHV1

5.90 1RQH#RI#WKH#SURMHFW#FKDUWHUV#LGHQWLILHG#NH\#SHUVRQQHO1#+RZHYHU/#
VHYHQ#SURMHFW#FKDUWHUV#PHQWLRQHG#LQ#YDU\LQJ#GHJUHHV#RI#GHWDLO/#WKH#
SRVLWLRQV#WKDW#QHHGHG#WR#EH#ILOOHG#IRU#WKH#UHOHDVH1

7KH#UHTXLUHG#PDQDJHPHQW#
VWUXFWXUH#ZDV#QRW#LPSOHPHQWHG

5.91 :H#LQWURGXFHG#WKH#LVVXH#RI#WKH#UHTXLUHG#PDQDJHPHQW#VWUXFWXUH#LQ#
RXU#GLVFXVVLRQ#RQ#SURMHFW#PDQDJHPHQW#DQG#PRQLWRULQJ#HDUOLHU#LQ#WKLV#
FKDSWHU1#7KH#IROORZLQJ#REVHUYDWLRQV#H[SODLQ#VRPH#RI#WKH#FRQWUDFW#
GHYLDWLRQV#UHJDUGLQJ#WKH#6HQLRU#0DQDJHPHQW#&RPPLWWHH/#ZKLFK#ZDV#RQH#
RI#WKH#PDLQ#FRPSRQHQWV#RI#WKH#PDQDJHPHQW#VWUXFWXUH#GHVFULEHG#LQ#WKH#
&6'6#FRQWUDFW1#

5.92 7KH#&6'6#FRQWUDFW#VSHFLILHG#WKH#FRPPLWWHH·V#FRPSRVLWLRQ/#
PHHWLQJ#WLPH#UHTXLUHPHQWV#DQG#LWV#UHVSRQVLELOLWLHV1#7KH#&6'6#FRQWUDFW#
VWDWHG#WKDW#WKH#6HQLRU#0DQDJHPHQW#&RPPLWWHH#ZDV#WR#EH#FRPSULVHG#RI#
WKH#'HSXW\#0LQLVWHU/#ILYH#$VVLVWDQW#'HSXW\#0LQLVWHUV/#DQG#ILYH#NH\#
PHPEHUV#RI#WKH#&6'6#SURMHFW#WHDP1#
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'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP &KDSWHU#8
5.93 :H#UHYLHZHG#WKH#PLQXWHV#RI#WKH#6HQLRU#0DQDJHPHQW#&RPPLWWHH#
PHHWLQJV#DQG#ZH#GLG#QRW#VHH#HYLGHQFH#WKDW#VRPH#RI#WKH#PHPEHUV#RI#WKH#
&6'6#SURMHFW#WHDP#DWWHQGHG#DQ\#RI#WKHVH#PHHWLQJV/#DV#UHTXLUHG#E\#WKH#
FRQWUDFW1#

5.94 7KH#&6'6#FRQWUDFW#VWDWHG#WKDW#WKH#FRPPLWWHH#ZDV#WR#PHHW#
TXDUWHUO\1#:H#GHWHUPLQHG#WKDW#WKH#6HQLRU#0DQDJHPHQW#&RPPLWWHH#IRU#
WKH#'HSDUWPHQW#PHHWV#UHJXODUO\#+XVXDOO\#ZHHNO\,#IRU#YDULRXV#PDWWHUV#
UHODWLQJ#WR#WKH#'HSDUWPHQW1#+RZHYHU/#IURP#RXU#UHYLHZ#RI#WKH#PLQXWHV/#
ZH#QRWHG#WKDW#LQ#WKH#SHULRGV#4<<9#WR#0DUFK#4<<<#DQG#-XQH#5333#WR#
1RYHPEHU#5334/#WKH#FRPPLWWHH#GLG#QRW#GLVFXVV#WKH#SURMHFW#HDFK#TXDUWHU1#

5.95 7KH#&6'6#FRQWUDFW#VWDWHG#WKH#FRPPLWWHH·V#UHVSRQVLELOLWLHV/#VRPH#
RI#ZKLFK#LQFOXGHG=

• DSSURYLQJ#WKH#JOREDO#EXGJHW#DQG#UHYLVLRQV>
• DSSURYLQJ#WKH#JOREDO#VFKHGXOH#DQG#UHYLVLRQV>
• HQVXULQJ#WKH#SURMHFW#ZDV#SURSHUO\#PDQDJHG>
• HVWDEOLVKLQJ#WKH#SURMHFW#SULRULWLHV>#DQG
• DSSURYLQJ#WKH#ILVFDO#\HDU#DQG#RYHUDOO#EXGJHW#UHTXLUHPHQWV1

5.96 %HFDXVH#RI#WKH#ODFN#RI#GHWDLO#LQ#WKH#PLQXWHV/#ZH#ZHUH#XQDEOH#WR#
GHWHUPLQH#LI#WKH#FRPPLWWHH#ZDV#IXOILOOLQJ#WKHVH#UHVSRQVLELOLWLHV1#:KLOH#
WKHUH#ZHUH#PDQ\#UHIHUHQFHV#WR#&6'6#LQ#WKH#SHULRG#IURP#0DUFK#4<<<#WR#
0D\#5333/#WKH\#VXJJHVWHG#WKDW#GLVFXVVLRQV#ZHUH#RI#D#SURMHFW#XSGDWH#
QDWXUH/#UDWKHU#WKDQ#DFWXDO#GHFLVLRQ0PDNLQJ#DV#HQYLVDJHG#E\#WKH#FRQWUDFW1#
:H#H[SHFWHG#NH\#GHFLVLRQV#UHJDUGLQJ#WKH#SURMHFW#WR#EH#QRWHG#LQ#WKH#
PLQXWHV1

1RQ0FRPSOLDQFH#ZLWK#
OHJLVODWLRQ

3XEOLF#3XUFKDVLQJ#$FW#

5.97 :H#UHYLHZHG#WKH#3XEOLF#3XUFKDVLQJ#$FW#WR#GHWHUPLQH#LI#WKH#
&6'6#SURMHFW#ZDV#LQ#FRPSOLDQFH1#6HFWLRQ#6+4,#RI#WKH#$FW#VWDWHV/#´([FHSW#
DV#RWKHUZLVH#SURYLGHG#LQ#WKLV#$FW#RU#LQ#WKH#UHJXODWLRQV/#HDFK#GHSDUWPHQW#
VKDOO#SXUFKDVH#LWV#VHUYLFHV#DQG#VXSSOLHV#WKURXJK#WKH#0LQLVWHU1µ#7KLV#
VHFWLRQ#UHTXLUHV#GHSDUWPHQWV#WR#REWDLQ#DSSURYDO#IRU#SXUFKDVHV#IURP#WKH#
0LQLVWHU#RI#6XSSO\#DQG#6HUYLFHV1

5.98 :KHQ#WKH#0LQLVWHU#RI#6XSSO\#DQG#6HUYLFHV#JUDQWHG#WKH#H[HPSWLRQ#
WR#WKH#'HSDUWPHQW#IRU#WKH#&6'6#SURMHFW/#WKH#0LQLVWHU#DOVR#DSSURYHG#D#
SXUFKDVH#RUGHU#IRU#'718#PLOOLRQ#JLYLQJ#WKH#'HSDUWPHQW#DXWKRUL]DWLRQ#WR#
VSHQG#WKLV#DPRXQW#RQ#WKH#SURMHFW1#7KH#'HSDUWPHQW#UHTXHVWHG#D#SXUFKDVH#
RUGHU#DOWHUDWLRQ#LQ#0DUFK#4<<</#ZKHQ#SD\PHQWV#WR#WKH#FRQWUDFWRU#ZHUH#
DSSUR[LPDWHO\#'<1<#PLOOLRQ1#6XSSO\#DQG#6HUYLFHV#DSSURYHG#WKH#
'HSDUWPHQW·V#UHTXHVW#LQ#$SULO#4<<<1

5.99 6XSSO\#DQG#6HUYLFHV#LQGLFDWHG#WKDW#WKH#$SULO#4<<<#DSSURYDO#
DGHTXDWHO\#FRYHUV#WKH#'HSDUWPHQW#ZLWK#UHVSHFW#WR#WKH#UHTXLUHPHQWV#RI#
WKH#$FW/#GHVSLWH#WKH#IDFW#WKDW#LW#ZDV#JUDQWHG#DIWHU#WKH#PRQH\#KDG#EHHQ#
VSHQW1#
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&KDSWHU#8 'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP
5.100 3D\PHQWV#WRWDOOLQJ#DSSUR[LPDWHO\#'817#PLOOLRQ#ZHUH#PDGH#
ZLWKRXW#SULRU#DSSURYDO#IURP#WKH#0LQLVWHU#RI#6XSSO\#DQG#6HUYLFHV1#)RU#
WKH#SHULRG#RI#WLPH#ZKHQ#WKLV#PRQH\#ZDV#EHLQJ#VSHQW/#WKH#'HSDUWPHQW#
ZDV#LQ#YLRODWLRQ#RI#WKH#3XEOLF#3XUFKDVLQJ#$FW1#

1RQ0FRPSOLDQFH#ZLWK#
JRYHUQPHQW#SROLF\

5.101 $#JRYHUQPHQW#SROLF\#UHTXLUHV#SD\PHQWV#WR#EH#LQ#FRPSOLDQFH#ZLWK#
DSSOLFDEOH#OHJLVODWLRQ#EHIRUH#WKH\#DUH#DSSURYHG1#7KLV#ZDV#QRW#WKH#FDVH#
IRU#VRPH#RI#WKH#SD\PHQWV#UHODWLQJ#WR#WKH#&6'6#SURMHFW1#3D\PHQWV#VKRXOG#
KDYH#EHHQ#VWRSSHG#ZKHQ#WKH\#WRWDOOHG#WKH#'718#PLOOLRQ#DSSURYHG#E\#WKH#
RULJLQDO#SXUFKDVH#RUGHU1#,Q#RUGHU#IRU#WKH#'HSDUWPHQW#WR#EH#LQ#FRPSOLDQFH#
ZLWK#WKH#3XEOLF#3XUFKDVLQJ#$FW/#IXUWKHU#SD\PHQWV#IRU#WKH#&6'6#SURMHFW#
VKRXOG#QRW#KDYH#EHHQ#PDGH#XQWLO#WKH#0LQLVWHU#RI#6XSSO\#DQG#6HUYLFHV#
DSSURYHG#DQ#DOWHUDWLRQ#WR#WKH#SXUFKDVH#RUGHU1

*RYHUQPHQW#SROLF\ 5.102 $W#WKH#WLPH#RI#WKH#&6'6#SURMHFW/#WKHUH#ZHUH#QR#JRYHUQPHQW#
SROLFLHV#UHODWLQJ#WR#WKH#PDQDJHPHQW#RI#LQIRUPDWLRQ#WHFKQRORJ\#SURMHFWV1#
7KH#JRYHUQPHQW·V#ZHDNQHVV#LQ#WKH#DUHD#RI#SURMHFW#PDQDJHPHQW#ZDV#RQH#
RI#WKH#ILQGLQJV#LQ#D#UHSRUW#IURP#*UDQW#7KRUQWRQ#HQWLWOHG#´$#)LQDQFLDO#
5HYLHZ#RI#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN#6HSWHPEHU#63/#4<<<µ1#7KH#
UHSRUW#VWDWHG=

,QGLYLGXDO#GHSDUWPHQWV#FDQQRW#DIIRUG#WR#NHHS#SHRSOH#ZLWK#WKH#
VNLOOV#QHFHVVDU\#WR#PDQDJH#PDMRU#SURMHFWV/#DV#HDFK#GHSDUWPHQW#
RQO\#KDV#YHU\#ODUJH#RU#VSHFLDOL]HG#SURMHFWV#SHULRGLFDOO\1#7KH#
FHQWUDO#JRYHUQPHQW#VKRXOG#FDUU\#WKH#VSHFLDOL]HG#VNLOOV#JLYHQ#
WKH#YROXPH#RI#QHZ#,7#GHYHORSPHQW#WKDW#RFFXUV#DFURVV#DOO#
GHSDUWPHQWV1

5.103 ,Q#UHVSRQVH#WR#WKH#*UDQW#7KRUQWRQ#UHSRUW/#6XSSO\#DQG#6HUYLFHV#
LQGLFDWHG#WKDW#LW#LV#LQ#WKH#SURFHVV#RI#GHILQLQJ#VWUDWHJLHV#IRU#WKH#
PDQDJHPHQW#RI#LQIRUPDWLRQ#WHFKQRORJ\#SURMHFWV1#$OWKRXJK#WKLV#SURFHVV#
LV#QRW#FRPSOHWH/#WKH#362#EHOLHYHV#WKDW#WKH#PDQDJHPHQW#RI#SURMHFWV#ZLOO#
EH#RQH#RI#WKH#PDLQ#JXLGHOLQHV#WR#EH#GHYHORSHG1#

5.104 (IIHFWLYH#8#1RYHPEHU#4<<:#WKH#%20#UHTXLUHG#GHSDUWPHQWV#WR#
VHHN#%20#DSSURYDO#SULRU#WR#HQWHULQJ#LQWR#FRQWUDFWV#ZKHUH#WKHUH#ZHUH#
H[FHSWLRQDO#FLUFXPVWDQFHV#RU#ZKHUH#WKH#LQLWLDWLYH#PLJKW#KDYH#EHHQ#
VHQVLWLYH#WR#WKH#GHSDUWPHQW#RU#WKH#JRYHUQPHQW1#(YHQ#WKRXJK#WKLV#GRHV#QRW#
UHTXLUH#GHSDUWPHQWV#WR#VHHN#%20#DSSURYDO#IRU#FKDQJHV#WR#FRQWUDFWV/#ZH#
EHOLHYH#WKH#%20#VKRXOG#EH#LQIRUPHG#LI#WKHUH#DUH#FKDQJHV#LQ#D#FRQWUDFW#RI#
D#QDWXUH#WKDW#ZRXOG#LPSDFW#WKH#%20·V#LQLWLDO#DSSURYDO1#7KLV#ZRXOG#EH#
HVSHFLDOO\#LPSRUWDQW#LI#WKH#FLUFXPVWDQFHV#UHVXOWHG#LQ#D#VXEVWDQWLDO#FKDQJH#
LQ#WKH#FRVW#RI#WKH#FRQWUDFW1

5.105 2QFH#WKLV#%20#UHTXLUHPHQW#FDPH#LQWR#HIIHFW/#ZH#EHOLHYH#WKDW#LW#
ZRXOG#KDYH#EHHQ#DSSURSULDWH#IRU#WKH#'HSDUWPHQW#WR#JR#EDFN#WR#WKH#%20#
WR#REWDLQ#DSSURYDO#IRU#WKH#PDMRU#FKDQJHV#LQ#VFRSH#WKDW#DIIHFWHG#WKH#
SURMHFW1#7KH#%20#KDG#EHHQ#LQIRUPHG#WKDW#WKH#&6'6#SURMHFW#ZDV#D#'718#
PLOOLRQ#GROODU#SURMHFW#WKDW#ZDV#HVWLPDWHG#WR#WDNH#WKUHH#\HDUV#WR#FRPSOHWH1#
:KHQ#WKH#'HSDUWPHQW#EHFDPH#DZDUH#WKH#FRVW#DQG#WLPH#HVWLPDWHV#ZHUH#
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'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP &KDSWHU#8
PDWHULDOO\#LQDFFXUDWH/#LW#ZRXOG#KDYH#EHHQ#SUXGHQW#WR#REWDLQ#GLUHFWLRQ#
IURP#WKH#%20#RQ#KRZ#WR#SURFHHG#ZLWK#WKH#SURMHFW1#7KH#'HSDUWPHQW#GLG#
QRW#VHHN#%20#DSSURYDO#IRU#PDMRU#FKDQJHV#IURP#4<<:#WR#4<<<1#
+RZHYHU/#IURP#4<<<#WR#WKH#FRPSOHWLRQ#RI#WKH#SURMHFW/#WKH#'HSDUWPHQW#
KDG#UHJXODU#FRPPXQLFDWLRQ#ZLWK#WKH#%201#

5.106 ,Q#DGGLWLRQ#WR#WKH#%20·V#LQWHUHVW#LQ#LQFUHDVHG#FRVW#DQG#WLPLQJ/#LW#
PD\#DOVR#KDYH#EHHQ#FRQFHUQHG#DERXW#WKH#LPSDFW#RI#WKHVH#FKDQJHV#RQ#LWV#
4<<8#GHFLVLRQ#WR#VLQJOH#VRXUFH#WKLV#SURMHFW1

5HFRPPHQGDWLRQ 5.107 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#LPSURYH#LWV#SURFHVVHV#
IRU#SODQQLQJ/#PDQDJLQJ#DQG#PRQLWRULQJ#IXWXUH#LQIRUPDWLRQ#
WHFKQRORJ\#SURMHFWV1#6XFK#LPSURYHPHQWV#VKRXOG#DGGUHVV#WKH#
IROORZLQJ#FRQFHUQV#UDLVHG#LQ#RXU#UHYLHZ#RI#WKH#&6'6#SURMHFW1#7KH#
'HSDUWPHQW#VKRXOG=#

• WUDFN/#PDLQWDLQ#DQG#PRQLWRU#FRPSOHWH#FRVW#LQIRUPDWLRQ#RQ#
SURMHFWV#IURP#WKH#SODQQLQJ#VWDJH#WKURXJK#WR#WKH#FRPSOHWLRQ#RI#WKH#
SURMHFW>#

• DVVLJQ#WKH#RYHUDOO#UHVSRQVLELOLW\#IRU#VLJQLILFDQW#SURMHFWV#WR#D#
VHQLRU#GHSDUWPHQWDO#RIILFLDO>

• HVWDEOLVK#UHJXODU#PRQLWRULQJ#DQG#UHSRUWLQJ#RI#FRVWV#DQG#WLPH#WR#
HVWDEOLVKHG#EXGJHWV1#7KLV#LQIRUPDWLRQ#VKRXOG#EH#UHSRUWHG#
UHJXODUO\#WR#VHQLRU#PDQDJHPHQW>

• HVWDEOLVK#D#SURFHVV#WR#HVWLPDWH#WKH#LPSDFW#RI#SURMHFW#FKDQJHV#RQ#
WKH#FRVW#DQG#GHOLYHU\#RI#WKH#LQLWLDO#SURMHFW#SODQV>

• HQVXUH#VHQLRU#PDQDJHPHQW#DSSURYHV#DOO#VLJQLILFDQW#SURMHFW#
FKDQJHV>

• FRPSO\#ZLWK#WHUPV#RI#FRQWUDFWV>#DQG

• HQVXUH#FRQWUDFW#SD\PHQWV#DUH#RQO\#PDGH#LI#WKH#0LQLVWHU#RI#
6XSSO\#DQG#6HUYLFHV#KDV#DSSURYHG#D#SXUFKDVH#RUGHU#IRU#WKH#
FRQWUDFW1#7KH#DPRXQW#RI#SD\PHQWV#VKRXOG#QRW#H[FHHG#WKH#DPRXQW#
RI#WKH#SXUFKDVH#RUGHU1

'HSDUWPHQWDO#UHVSRQVH 5.108 7KH#'HSDUWPHQW#DJUHHG#ZLWK#DOO#WKH#DERYH#UHFRPPHQGDWLRQV#
UHODWHG#WR#LWV#IXWXUH#LQIRUPDWLRQ#WHFKQRORJ\#SURMHFWV1#,W#DOVR#SURYLGHG#WKH#
IROORZLQJ#FRPPHQWDU\#RQ#WKH#FXUUHQW#RSHUDWLRQV#RI#&6'61#$V#QRWHG#
HDUOLHU#LQ#WKLV#FKDSWHU/#RXU#UHYLHZ#IRFXVVHG#RQ#WKH#GHYHORSPHQW#SURFHVV#
IRU#WKH#V\VWHP/#DQG#QRW#LWV#HIIHFWLYHQHVV#LQ#PHHWLQJ#GHSDUWPHQWDO#QHHGV1

7KH#&6'6#V\VWHP#KDV#EHFRPH#DQ#LQYDOXDEOH#WRRO#WR#WKH#KHDOWK#
FDUH#DQG#VRFLDO#ZRUN#SURIHVVLRQDOV#WKDW#SURYLGH#VHUYLFHV#WR#WKH#
SHRSOH#RI#1HZ#%UXQVZLFN1#7KH#V\VWHP#LV#DFFHVVLEOH#DQ\ZKHUH#
LQ#WKH#SURYLQFH#DQG#LQIRUPDWLRQ#LV#VKDUHG#EHWZHHQ#WKHVH#
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&KDSWHU#8 'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#0#&OLHQW#6HUYLFH#'HOLYHU\#6\VWHP
SURIHVVLRQDOV#SURYLGLQJ#WKHP#D#PHDQV#WR#FRRUGLQDWH#DQG#
MRLQWO\#SODQ#WKH#GHOLYHU\#RI#VHUYLFHV#WR#FOLHQWV1#7KH#V\VWHP#
IDFLOLWDWHV#HIILFLHQW#UHIHUUDO#IRU#VHUYLFHV#DQG#WUDQVIHU#RI#FOLHQWV#
ZLWKLQ#DQG#EHWZHHQ#WKH#GHSDUWPHQWV1

7KHUH#LV#LQFUHDVHG#FRPPXQLFDWLRQ#ZLWK#SDUWQHUV#UHIHUULQJ#
FOLHQWV#IRU#VHUYLFHV/#VXFK#DV#*HQHUDO#3UDFWLWLRQHUV1#5HIHUUDO#
VRXUFHV#DUH#QRZ#JHWWLQJ#IHHGEDFN#RQ#D#PRUH#UHJXODU#EDVLV1#
7KHVH#FOLHQWV#DSSUHFLDWH#QRW#KDYLQJ#WR#XSGDWH#WKHLU#SK\VLFLDQ#
RQ#WKHLU#WUHDWPHQW1

:H#KDYH#LQVWDOOHG#FRPSXWHUV#LQ#KRVSLWDOV#DQG#FULVLV#FHQWUHV#
DFURVV#WKH#SURYLQFH1#1XUVHV#DQG#GRFWRUV#LQ#WKHVH#ORFDWLRQV#QRZ#
KDYH#DFFHVV#WR#&6'6/#SURYLGLQJ#WKHP#ZLWK#FULWLFDO#FOLHQW#
LQIRUPDWLRQ1#7KH#KRVSLWDO#RU#FULVLV#FHQWUH#ZRUNHUV#FDQ#TXLFNO\#
GHWHUPLQH#LI#D#FOLHQW#LV#IROORZHG#LQ#D#GLIIHUHQW#SURJUDP#DQG#
HQVXUHV#WKDW#DOO#WKDW#FDQ#EH#GRQH#IRU#WKH#FOLHQW#LV#EHLQJ#GRQH1

,Q#5334/#ZH#SURYLGHG#VHUYLFHV#WR#RYHU#433/333#FOLHQWV1#
,QIRUPDWLRQ#RQ#WKH#FOLHQWV#DQG#VHUYLFHV#SURYLGHG#LV#DYDLODEOH#
WR#XVHUV#DQG#PDQDJHPHQW#LQ#WKH#ILHOG#E\#DFFHVVLQJ#VRPH#73#
UHSRUWV#RQ0OLQH1#$OVR/#DG0KRF#UHSRUWV#FDQ#EH#DFFHVVHG#WKURXJK#
D#́ FDWDORJXHµ#RI#LQIRUPDWLRQ#WKDW#DOORZV#XVHUV#WR#GR#FURVV#WDE#
DQDO\VLV/#SURYLGLQJ#HQGOHVV#SRVVLELOLWLHV#IRU#UHWULHYLQJ#FOLHQW#
LQIRUPDWLRQ1
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#&KDSWHU#9
'HSDUWPHQW#RI#3XEOLF#6DIHW\
2IILFH#RI#WKH#)LUH#0DUVKDO

&RQWHQWV
%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 446

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 448

5HVXOWV#LQ#EULHI##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 449

)LUH#3UHYHQWLRQ#$FW##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 44;

+XPDQ#UHVRXUFHV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 45;



Chapter 6 Department of Public Safety - Office of the Fire Marshal

#'HSDUWPHQW#RI#3XEOLF#6DIHW\###
2IILFH#RI#WKH#)LUH#0DUVKDO

e, 
fety. 
 

%DFNJURXQG 6.1 The Office of the Fire Marshal (OFM) operates within the Polic
Fire, and Emergency Services Branch of the Department of Public Sa
The OFM is the senior fire authority in the Province with respect to fire
safety and prevention.

6.2  7KH#2)0#LV#DFFRXQWDEOH#IRU#WKH#DGPLQLVWUDWLRQ#RI#WKH#1HZ#
%UXQVZLFN#)LUH#3UHYHQWLRQ#$FW#DV#LW#UHODWHV#WR#WKH#555#SHUPDQHQW/#
YROXQWHHU/#DQG#LQGXVWULDO#ILUH#GHSDUWPHQWV#LQ#WKH#3URYLQFH#LQFOXGLQJ=

• 5#SDLG#ILUH#GHSDUWPHQWV#WKDW#GR#QRW#XVH#YROXQWHHUV#+)UHGHULFWRQ#DQG#
6DLQW#-RKQ,>

• 47#FRPSRVLWH#ILUH#GHSDUWPHQWV#+SDLG#DQG#YROXQWHHU#ILUH#ILJKWHUV,>
• 7;#LQGXVWULDO#ILUH#GHSDUWPHQWV>#DQG
• 48;#IXOO\#YROXQWHHU#ILUH#GHSDUWPHQWV#+9;#DUH#/RFDO#6HUYLFH#'LVWULFWV#

DQG#DUH#IXQGHG#DQG#RSHUDWHG#E\#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW,1

6.3 7KHVH#ILUH#GHSDUWPHQWV#DUH#OLQNHG#WKURXJK#QLQH#UHJLRQDO#)LUH#
)LJKWHU#$VVRFLDWLRQV/#WKH#1HZ#%UXQVZLFN#$VVRFLDWLRQ#RI#)LUH#&KLHIV#DQG#
WKH#1HZ#%UXQVZLFN#$VVRFLDWLRQ#RI#)LUH#3UHYHQWLRQ#2IILFHUV1#7KH#2)0#
LV#WKH#SULPDU\#OLQNDJH#EHWZHHQ#WKH#3URYLQFH#DQG#WKH#PXQLFLSDO#DQG#
SURYLQFLDO#ILUH#GHSDUWPHQWV#DQG#WKHLU#DVVRFLDWLRQV1#

6.4 7KH#)LUH#3UHYHQWLRQ#$FW#SURYLGHV#WKH#2)0·V#DXWKRULW\#DQG#
UHVSRQVLELOLWLHV1#3URSHU#DGPLQLVWUDWLRQ#DQG#HQIRUFHPHQW#RI#WKH#$FW#LV#RI#
XWPRVW#LPSRUWDQFH>#WKH#UDPLILFDWLRQV#RI#QRQ0FRPSOLDQFH#ZLWK#WKH#$FW#
FDQ#GUDVWLFDOO\#DIIHFW#SXEOLF#VDIHW\1#)LUH#KDV#WKH#SRWHQWLDO#WR#DIIHFW#HDFK#
DQG#HYHU\#RQH#RI#WKH#UHVLGHQWV#RI#WKLV#3URYLQFH1

6.5 7KH#QXPEHU#RI#ILUH#GHDWKV#LQ#1HZ#%UXQVZLFN#KDV#GHFOLQHG#RYHU#
WKH#SDVW#VHYHUDO#\HDUV1#7KH\#DUH#DPRQJ#WKH#ORZHVW#LQ#WKH#FRXQWU\#+SHU#
FDSLWD,1#([KLELW#914#VKRZV#WKH#QXPEHU#RI#ILUH#GHDWKV#LQ#1HZ#%UXQVZLFN#
IURP#4<<3#WR#53331
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
Exhibit 6.1
)LUH#'HDWKV#LQ#1HZ#%UXQVZLFN#
4<<305333

6.6 $OWKRXJK#WKH#QXPEHU#RI#ILUH#GHDWKV#KDV#GHFOLQHG#RYHU#WKH#SDVW#
VHYHUDO#\HDUV/#WKH#QXPEHU#RI#ILUH0UHODWHG#LQMXULHV#DQG#WKH#DFWXDO#QXPEHU#
RI#ILUHV#RYHU#WKH#SDVW#WHQ#\HDUV#KDYH#QRW1#([KLELW#915#VKRZV#WKH#QXPEHU#
RI#ILUH0UHODWHG#LQMXULHV#EHWZHHQ#4<<3#DQG#53331#7KH#QXPEHU#RI#ILUH0
UHODWHG#LQMXULHV#LQ#5333#H[FHHGHG#WKH#QXPEHU#RI#LQMXULHV#LQ#4<<3#E\#
56(1#([KLELW#916#VKRZV#WKH#QXPEHU#RI#ILUHV#IRU#WKHVH#\HDUV#DV#ZHOO1#7KH#
QXPEHU#RI#ILUHV#LQ#5333#H[FHHGHG#WKH#QXPEHU#RI#ILUHV#LQ#4<<3#E\#;(1

Exhibit 6.2
)LUH#5HODWHG#,QMXULHV#LQ#1HZ#
%UXQVZLFN#4<<305333

6.7 7KH#2)0#HPSOR\HG#4:#LQGLYLGXDOV#DW#WKH#WLPH#RI#RXU#DXGLW1#7KLV#
LQFOXGHV#WKH#HLJKW#$VVLVWDQW#)LUH#0DUVKDOV#+$)0V,#ZKR#ZRUN#RXW#RI#
UHJLRQDO#RIILFHV#DURXQG#WKH#3URYLQFH1#
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
Exhibit 6.3
1XPEHU#RI#)LUHV#LQ#1HZ#%UXQVZLFN
4<<3#0#5333

6.8 ,Q#5334#WKH#2)0#SHUIRUPHG#DSSUR[LPDWHO\#5/833#ILUVW#WLPH#ILUH#
LQVSHFWLRQV/#4/333#UH0LQVSHFWLRQV/#LQYHVWLJDWHG#DSSUR[LPDWHO\#533#ILUHV/#
DQG#UHYLHZHG#DSSUR[LPDWHO\#;33#EXLOGLQJ#SODQV1

6FRSH 6.9 %HFDXVH#WKH#2IILFH#RI#WKH#$XGLWRU#*HQHUDO#KDV#DQ#RQJRLQJ#
LQWHUHVW#LQ#WKH#WKHPH#RI#VDIHW\/#ZH#IHOW#LW#LPSRUWDQW#WR#UHYLHZ#WKH#
RSHUDWLRQV#RI#WKH#2)0#LQ#WKH#3URYLQFH1#:H#EHJDQ#DQ#DXGLW#RI#WKH#2)0#
LQ#2FWREHU#53341#2XU#DXGLW#ZDV#VXEVWDQWLDOO\#FRPSOHWHG#LQ#0D\#53351#

6.10 2XU#DXGLW#REMHFWLYHV#ZHUH=

7R#DVVHVV#ZKHWKHU#WKH#2IILFH#RI#WKH#)LUH#0DUVKDO#LV#DGHTXDWHO\#
FDUU\LQJ#RXW#WKH#SURYLVLRQV#RI#WKH#)LUH#3UHYHQWLRQ#$FW1

7R#DVVHVV#ZKHWKHU#WKH#2IILFH#RI#WKH#)LUH#0DUVKDO#KDV#
DSSURSULDWH#KXPDQ#UHVRXUFH#V\VWHPV#DQG#SUDFWLFHV#LQ#SODFH#WR#
VXIILFLHQWO\#GHOLYHU#SURYLQFLDO#ILUH#SUHYHQWLRQ#DQG#SURWHFWLRQ#
SURJUDPV#WKDW#DUH#GHGLFDWHG#WR#WKH#UHGXFWLRQ#RI#ILUH#UHODWHG#
ORVVHV#LQ#OLYHV/#LQMXU\/#DQG#SURSHUW\1

6.11 :H#GHYHORSHG#YDULRXV#FULWHULD#WR#DVVLVW#XV#LQ#FRQGXFWLQJ#WKH#
DXGLW1#7KH#FRPPHQWV#LQ#WKLV#FKDSWHU#DUH#RUJDQL]HG#E\#WKH#FULWHULD1#

6.12 2XU#DXGLW#LQFOXGHG#GRFXPHQWDWLRQ#UHYLHZV#DQG#LQWHUYLHZV#ZLWK#
VWDII#IURP#WKH#2)0#DQG#WKH#'HSDUWPHQWV#RI#7UDLQLQJ#DQG#(PSOR\PHQW#
'HYHORSPHQW#+ILUH#ILJKWHU#WUDLQLQJ,/#-XVWLFH#+LQVXUDQFH,/#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#+/RFDO#6HUYLFH#'LVWULFWV,/#DQG#3XEOLF#6DIHW\#
+LQIRUPDWLRQ#WHFKQRORJ\#DQG#KXPDQ#UHVRXUFHV,1#:H#DOVR#LQWHUYLHZHG#
VRPH#ILUH#FKLHIV#DQG#UHSUHVHQWDWLYHV#IURP#WKH#1HZ#%UXQVZLFN#
$VVRFLDWLRQ#RI#)LUH#&KLHIV1#2XU#DXGLW#SURFHGXUHV#FRYHUHG#WKH#SHULRG#XS#
WR#DQG#LQFOXGLQJ#64#0DUFK#53351#:H#KDYH#XVHG#DOO#LQIRUPDWLRQ#JDWKHUHG#
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
WR#VXSSRUW#RXU#ILQGLQJV/#FRQFOXVLRQV/#DQG#UHFRPPHQGDWLRQV#WKDW#DUH#
SUHVHQWHG#LQ#WKLV#FKDSWHU1#

5HVXOWV#LQ#EULHI

)LUH#3UHYHQWLRQ#$FW

6.13 7KH#)LUH#3UHYHQWLRQ#$FW#LV#UHODWLYHO\#ZHOO#RUJDQL]HG/#
FRPSUHKHQVLYH/#DQG#HDV\#WR#IROORZ1#7KH#GXWLHV#DQG#UHVSRQVLELOLWLHV#RI#
WKH#2)0#DUH#ZHOO#GHILQHG1#)RU#WKH#PRVW#SDUW/#WKH#2)0#LV#DZDUH#RI#
LWV#GXWLHV#DQG#UHVSRQVLELOLWLHV#XQGHU#WKH#$FW1#7KH#2)0#KDV#VKRZQ#
LQLWLDWLYH#LQ#PDNLQJ#DSSRLQWHHV#DZDUH#RI#WKHLU#GXWLHV#DQG#
UHVSRQVLELOLWLHV#XQGHU#WKH#$FW#WKURXJK#LWV#LQWHUSUHWDWLRQ#GRFXPHQW/#
DZDUHQHVV#VHVVLRQV/#DQG#2)0#,'#FDUGV1

6.14 6HFWLRQ#5+4,#RI#WKH#$FW#JLYHV#WKH#)LUH#0DUVKDO#UHVSRQVLELOLW\#
´IRU#WKH#SURSHU#FDUU\LQJ#RXW#RI#WKH#SURYLVLRQV#RI#WKLV#$FWµ1#%XW#NH\#
DVSHFWV#RI#OHJLVODWLYH#FRPSOLDQFH#KDYH#QRW#EHHQ#LQFRUSRUDWHG#LQWR#WKH#
2)0#EUDQFK#ZRUN#SODQ#DQG#KDYH#JHQHUDOO\#QRW#EHHQ#DVVLJQHG#WR#
HPSOR\HHV1#7KH#2)0#ODFNV#IRUPDO#PRQLWRULQJ#DQG#UHSRUWLQJ#V\VWHPV#
WR#GHWHFW#RU#UHSRUW#RQ#QRQ0FRPSOLDQFH#ZLWK#WKH#$FW1#/LWWOH/#LI#
DQ\WKLQJ/#H[LVWV#IRU#D#IRUPDO#FRUUHFWLYH#SURFHVV#LQ#FDVHV#RI#QRQ0
FRPSOLDQFH1

6.15 :H#QRWHG#D#QXPEHU#RI#LQVWDQFHV#ZKHUH#WKH#2)0#LV#QRW#
FRPSO\LQJ#ZLWK#WKH#$FW1#7KHVH#IXUWKHU#HPSKDVL]H#WKH#QHHG#WR#
FRQVLVWHQWO\#PRQLWRU#DQG#UHSRUW#RQ#FRPSOLDQFH1#6RPH#VLJQLILFDQW#
LWHPV#WR#QRWH#LQFOXGH=

• 7LPH#GHDGOLQHV#IRU#VXEPLWWLQJ#ILUH#UHSRUWV/#LQVXUDQFH#UHSRUWV/#
DQG#LQVXUDQFH#DGMXVWHU#UHSRUWV#WR#WKH#2)0#DUH#QRW#PRQLWRUHG1#
:LWKRXW#WKHVH#UHSRUWV/#WKH#2)0#LV#XQDEOH#WR#FRPSLOH#LWV#RZQ#
VWDWLVWLFDO#UHSRUWV#LQ#D#WLPHO\#IDVKLRQ1#7KH#UHSRUWLQJ#RI#ILUHV#LV#
FULWLFDO#WR#WKH#GHYHORSPHQW#DQG#PHDVXUHPHQW#RI#HYHU\#ORFDO#DQG#
SURYLQFLDO#SURJUDP#GHDOLQJ#ZLWK#ILUH#VDIHW\1#:LWKRXW#WKH#FR0
RSHUDWLRQ#RI#ILUH#GHSDUWPHQW#FKLHIV/#LQVXUDQFH#FRPSDQLHV#DQG#
DGMXVWHUV#LQ#UHSRUWLQJ#ILUHV/#LW#ZLOO#EH#GLIILFXOW#WR#UHGXFH#WKH#
ORVVHV#WKDW#DUH#VXIIHUHG#HDFK#\HDU1#,W#LV#LPSRUWDQW#WR#KDYH#
XS0WR0GDWH#VWDWLVWLFV#IRU#DQDO\]LQJ#ILUH#WUHQGV/#SUREOHPV/#DQG#
HPHUJLQJ#LVVXHV1#7KH\#DOVR#DVVLVW#LQ#DUHDV#VXFK#DV#SXEOLF#
HGXFDWLRQ#SODQQLQJ#DQG#LGHQWLI\LQJ#WUHQGV#LQ#ILUH#ORVV1

• 7KH#2)0#GRHV#QRW#PRQLWRU#WR#HQVXUH#EXLOGLQJ#SODQV#DUH#ILOHG#LQ#
DFFRUGDQFH#ZLWK#WKH#$FW1#1RW#ILOLQJ#WKHVH#SODQV#LV#DQ#RIIHQFH#DQG#
LV#SXQLVKDEOH#E\#ODZ1#6DIH#EXLOGLQJV#DUH#IXQGDPHQWDO#LQ#ILUH#
SUHYHQWLRQ#DQG#DSSURSULDWH#GHVLJQ#OHDGV#WR#VDIH#EXLOGLQJV1#7KHVH#
EXLOGLQJV#DUH#SXEOLF#SODFHV#RIWHQ#RFFXSLHG#E\#ODUJH#YROXPHV#RI#
SHRSOH1#(QVXULQJ#DOO#SODQV#DUH#ILOHG#DQG#UHYLHZHG#VKRXOG#EH#DQ#
LPSRUWDQW#SDUW#RI#WKH#2)0·V#ZRUN1#

• 7KH#2)0#LV#UHVSRQVLEOH#IRU#VHWWLQJ#WKH#VWDQGDUGV#IRU#WUDLQLQJ#
ILUHILJKWHUV1#,W#LV#LQYROYHG#ZLWK#WKH#WUDLQLQJ#RI#YROXQWHHU#
ILUHILJKWHUV/#EXW#WKH#2)0#KDV#QRW#EHHQ#YHU\#LQYROYHG#ZLWK#
WUDLQLQJ#IRU#SDLG#ILUHILJKWHUV1#,W#LV#LPSRUWDQW#WKDW#WKH#2)0#
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
HQVXUH#WKDW#DOO#ILUHILJKWHUV#UHFHLYH#WKH#DSSURSULDWH#DQG#SURSHU#
OHYHO#RI#WUDLQLQJ#IRU#WKHLU#RZQ#VDIHW\#DV#ZHOO#DV#WKH#VDIHW\#RI#
RWKHUV1

+XPDQ#UHVRXUFHV 6.16 1HLWKHU#WKH#'HSDUWPHQW#QRU#2)0#KDV#GHYLVHG#D#V\VWHP#WR#
GHILQH#WKH#2)0·V#VWDIILQJ#QHHGV1#%HFDXVH#WKH#2)0·V#ZRUN#LPSDFWV#
GLUHFWO\#RQ#SXEOLF#VDIHW\/#LW#LV#LPSRUWDQW#WKDW#WKH#'HSDUWPHQW#
REMHFWLYHO\#GHWHUPLQH#WKH#OHYHO#RI#UHVRXUFHV#UHTXLUHG#WR#IXOILO#WKH#
OHJLVODWHG#PDQGDWH1

6.17 6RPH#DUHDV#RI#FRQFHUQ#UHJDUGLQJ#ZRUNORDGV#DQG#WKH#FXUUHQW#
VWDIILQJ#VLWXDWLRQ#WKDW#ZH#QRWHG#LQFOXGH=

• 2Q#WKH#EDVLV#WKDW#WKH#PDMRULW\#RI#ILUH#LQVSHFWLRQ#ILOHV#DUH#DQQXDO#
LQVSHFWLRQV/#WKH#2)0#LV#DSSUR[LPDWHO\#516#\HDUV#EHKLQG#LQ#LWV#
LQVSHFWLRQV1#:RUN#LV#XQHYHQO\#GLVWULEXWHG#DPRQJ#WKH#$VVLVWDQW#
)LUH#0DUVKDOOV#+$)0V,1#6RPH#KDYH#IDU#IHZHU#LQVSHFWLRQV#WR#
SHUIRUP#WKDQ#RWKHUV#DQG#VRPH#KDYH#WR#WUDYHO#D#PXFK#ORQJHU#
GLVWDQFH#ZLWKLQ#WKHLU#UHJLRQV#WKDQ#RWKHU#$)0V#GR1#0RVW#$)0V#
VWDWH#WKH\#KDYH#QR#WLPH#WR#DGGUHVV#SXEOLF#HGXFDWLRQ#RU#VXSSRUW#
WKH#ILUH#GHSDUWPHQWV#WR#WKH#GHJUHH#WKH\#ZRXOG#OLNH#WR1

• 3ODQ#UHYLHZ#RIILFHUV#RQO\#KDYH#WLPH#WR#UHYLHZ#SODQV#WKDW#KDYH#
EHHQ#ILOHG>#WKH\#GR#QRW#IROORZ#XS#RQ#SODQV#WKDW#VKRXOG#KDYH#EHHQ#
ILOHG#EXW#ZHUH#QRW1

• 2QO\#DERXW#43(#RI#WKH#5334#ILUH#UHSRUWV#DQG#QRQH#RI#WKH#5335#
ILUH#UHSRUWV#KDG#EHHQ#LQSXW#LQWR#WKH#)LUH#5HSRUWLQJ#6\VWHP#DW#WKH#
WLPH#RI#RXU#ILHOGZRUN1#7KH#0LQLVWHU#KDV#QRW#UHFHLYHG#DQ#DQQXDO#
UHSRUW#VLQFH#4<<81

• )LUH#GHSDUWPHQWV#ZHUH#WROG#QRW#WR#VHQG#LQ#WKHLU#ILUH#LQVSHFWLRQ#
UHSRUWV/#ILUH#RUGHUV/#DQG#ILUH#LQYHVWLJDWLRQ#UHSRUWV#XQOHVV#
UHTXHVWHG#WR#GR#VR1#7KH#2)0#LQIRUPHG#XV#LW#ODFNV#WKH#UHVRXUFHV#
WR#UHYLHZ#WKHP1

• 7KH#2)0#EHJDQ#WR#DXGLW#ILUH#LQVSHFWRUV#ZLWKLQ#ILUH#GHSDUWPHQWV#
WR#HQVXUH#LQVSHFWLRQ#SURFHGXUHV#DUH#FRQVLVWHQWO\#DSSOLHG#
3URYLQFH0ZLGH/#EXW#ZH#ZHUH#LQIRUPHG#LW#ODFNV#WKH#UHVRXUFHV#WR#
FRQWLQXH1

• 1RW#DOO#HPSOR\HHV#PHW#WKH#DSSURSULDWH#HPSOR\PHQW#VWDQGDUGV#DW#
WKH#WLPH#WKH\#ZHUH#KLUHG1#:H#H[DPLQHG#VL[#KLULQJV#DQG#IRXQG#
WKDW#LQ#WKUHH#RI#WKH#FDVHV#WKH#KLUHG#FDQGLGDWH#GLG#QRW#PHHW#WKH#
UHTXLUHPHQWV#IRU#WKH#MRE1

• $OWKRXJK#WKH#2)0#HQVXUHV#WKDW#ILUH#LQYHVWLJDWRUV#KROGLQJ#WKH#ILUH#
LQYHVWLJDWRU#DSSRLQWPHQW#DUH#DGHTXDWHO\#WUDLQHG/#LW#GRHV#QRW#KDYH#
D#V\VWHP#LQ#SODFH#WR#HQVXUH#WKDW#ILUH#LQYHVWLJDWRUV#KROGLQJ#WKH#
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
ORFDO#DVVLVWDQW#DSSRLQWPHQW#DUH#WUDLQHG#LQ#D#VLPLODU#IDVKLRQ1#
7KHUH#LV#DOVR#QR#V\VWHP#LQ#SODFH#WR#HQVXUH#WKDW#ILUH#LQVSHFWRUV#
UHFHLYH#DGHTXDWH#WUDLQLQJ1#7KH#2)0#GRHV#QRW#KDYH#D#IRUPDOL]HG#
WUDLQLQJ#SODQ#LQ#SODFH#IRU#HLWKHU#ILUH#LQVSHFWRUV#RU#LQYHVWLJDWRUV#
DQG#RQJRLQJ#WUDLQLQJ#DSSHDUV#WR#EH#LQFRQVLVWHQW#DQG#VSRUDGLF1

)LUH#3UHYHQWLRQ#$FW

&OHDUO\#GHILQHG#GXWLHV#
DQG#UHVSRQVLELOLWLHV

6.18 2XU#ILUVW#FULWHULRQ#ZDV=

7KH#)LUH#3UHYHQWLRQ#$FW#VKRXOG#FOHDUO\#GHILQH#WKH#GXWLHV#DQG#
UHVSRQVLELOLWLHV#RI#WKH#2IILFH#RI#WKH#)LUH#0DUVKDO1

6.19 7KH#$FW#ZDV#JHQHUDOO\#ZHOO#RUJDQL]HG/#FRPSUHKHQVLYH#DQG#HDV\#
WR#IROORZ1#:H#ZHUH#SOHDVHG#WR#QRWH#WKDW#LQ#WKH#PDMRULW\#RI#FDVHV/#WKH#
GXWLHV#DQG#UHVSRQVLELOLWLHV#RI#WKH#2)0#ZHUH#ZHOO#GHILQHG1

6.20 7KH#IROORZLQJ#DUH#VRPH#DUHDV#RI#WKH#$FW#WKDW#ZH#IHHO#PD\#
ZDUUDQW#FODULILFDWLRQ=

• 7KH#$FW#DGGUHVVHV#WUDLQLQJ#VWDQGDUGV#IRU#ILUH#ILJKWHUV#DQG#PRVW#ILUH#
LQYHVWLJDWRUV#EXW#LW#GRHV#QRW#DGGUHVV#WUDLQLQJ#VWDQGDUGV#IRU#ILUH#
SUHYHQWLRQ#RIILFHUV#DQG#IRU#ORFDO#DVVLVWDQWV#DFWLQJ#DV#ILUH#
LQYHVWLJDWRUV1#,W#LV#QRW#FOHDU#ZK\#WUDLQLQJ#VWDQGDUGV#IRU#WKHVH#WZR#
ILUH0UHODWHG#SRVLWLRQV#KDYH#EHHQ#H[FOXGHG#IURP#WKH#$FW1

• 6RPH#WHUPLQRORJ\#PD\#EH#FDXVH#IRU#FRQIXVLRQ1#)RU#H[DPSOH/#
VHFWLRQ#8#RI#WKH#$FW#VWDWHV#´7KH#ILUH#PDUVKDO#VKDOO#LQ#HDFK#\HDU#
VXEPLW#WR#WKH#0LQLVWHU#D#GHWDLOHG#UHSRUW/#LQ#VXFK#IRUP#DV#WKH#0LQLVWHU#
PD\#GLUHFW/#ZKLFK#VKDOO#LQFOXGH#SDUWLFXODUV#RI#DOO#ILUHV#UHSRUWHG#
GXULQJ#WKH#FDOHQGDU#\HDU#QH[W#SUHFHGLQJ1µ#´&DOHQGDU#\HDU#QH[W#
SUHFHGLQJµ#LV#D#FRQIXVLQJ#GHVFULSWLRQ#WKDW#VKRXOG#EH#GHILQHG#LQ#WKH#
$FW1

• 7KHUH#LV#FRQIXVLRQ#EHWZHHQ#ILUH#GHSDUWPHQWV#DQG#WKH#2)0#UHJDUGLQJ#
WKH#GHILQLWLRQ#RI#´VOHHSLQJ#DFFRPPRGDWLRQVµ#DQG#ZKDW#FRQVWLWXWHV#DQ#
DSDUWPHQW#KRXVH#ZLWK#WKUHH#RU#PRUH#VHOI0FRQWDLQHG#XQLWV#DERYH#WKH#
JURXQG#IORRU1#,W#LV#LPSRUWDQW#WKDW#WKLV#PDWWHU#EH#FODULILHG#DPRQJ#WKH#
SDUWLHV#LQYROYHG1#

• ,Q#SUDFWLFH/#EXLOGLQJ#SODQV#DUH#ILOHG#ZLWK#WKH#2)0#DQG#DUH#UHYLHZHG#
E\#2)0#VWDII1#+RZHYHU/#WKH#$FW#RQO\#VWDWHV#WKH#UHTXLUHPHQW#IRU#
ILOLQJ#SODQV>#LW#LV#VLOHQW#RQ#WKH#PDWWHU#RI#ZKHWKHU#DOO#SODQV#PXVW#EH#
UHYLHZHG1#:KLOH#LW#LV#OLNHO\#XQGHUVWRRG#WKDW#D#ILOHG#SODQ#ZLOO#EH#
UHYLHZHG/#SHUKDSV#WKH#$FW#VKRXOG#VWDWH#WKLV1

2)0#SURSRVHG#DPHQGPHQWV#WR#
WKH#)LUH#3UHYHQWLRQ#$FW

6.21 7KURXJK#RXU#DXGLW#ZRUN/#ZH#OHDUQHG#WKDW#VHYHUDO#DPHQGPHQWV#WR#
WKH#$FW#KDYH#EHHQ#SURSRVHG1#:H#QRWHG#WKDW#D#QXPEHU#RI#WKHVH#
DPHQGPHQWV#UHODWH#WR#WKH#SURWHFWLRQ#RI#OLYHV1#,Q#SDUWLFXODU/#WKH#2)0#
IHHOV#WKH#$FW#VKRXOG#EH#DPHQGHG#WR#H[SDQG#WKH#FLUFXPVWDQFHV#XQGHU#
ZKLFK#D#FRPSOLDQFH#RUGHU#FDQ#EH#ZULWWHQ1#7KH#2)0#ZDQWV#WR#EH#DEOH#WR#
ZULWH#FRPSOLDQFH#RUGHUV#ZKHUH#WKH#SRWHQWLDO#H[LVWV#IRU#WKH#VSUHDG#RI#
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
VPRNH/#QRW#MXVW#WKH#VSUHDG#RI#ILUH1#)RU#H[DPSOH/#WKH#1DWLRQDO#)LUH#&RGH#
UHTXLUHV#GRRU#FORVXUHV#WR#EH#SUHVHQW#RQ#DSDUWPHQW#GRRUV#WR#SUHYHQW#WKH#
VSUHDG#RI#VPRNH#DQG#ILUH#WKURXJKRXW#WKH#EXLOGLQJ1#'RRU#FORVXUHV#DUH#
FULWLFDO#WR#SUHYHQW#WKH#VSUHDG#RI#VPRNH/#WKHUHE\#LQFUHDVLQJ#RFFXSDQW#
VDIHW\1

6.22 $QRWKHU#DPHQGPHQW#ZRXOG#DOORZ#WKH#2)0#WR#ZULWH#LPPHGLDWH#
VWRS#ZRUN#RUGHUV1#7KHVH#LPPHGLDWH#VWRS#ZRUN#RUGHUV#ZRXOG#DSSO\#ZKHUH#
ZRUN#EHLQJ#SHUIRUPHG#RQ#D#EXLOGLQJ#RU#VWUXFWXUH#YLRODWHV#DSSOLFDEOH#
VDIHW\#RU#EXLOGLQJ#FRGHV#DQG#VWDQGDUGV/#DQG#WKHUH#LV#DQ#LPPHGLDWH#SXEOLF#
VDIHW\#WKUHDW1#$Q#LPPHGLDWH#VWRS#ZRUN#RUGHU#FRXOG#DOVR#EH#XVHG#ZKHUH#
ZRUN#LV#EHLQJ#SHUIRUPHG#SULRU#WR#SODQV#EHLQJ#VXEPLWWHG#WR#WKH#2)0#IRU#
UHYLHZ1

6.23 $#IXUWKHU#DPHQGPHQW#ZRXOG#SURYLGH#WKH#DXWKRULW\#IRU#WKH#
LPPHGLDWH#HYDFXDWLRQ#RI#D#EXLOGLQJ#RU#SUHPLVHV#ZKHUH#WKH#RFFXSDQF\#
OHYHO#KDV#EHHQ#H[FHHGHG#RU#D#ILUH#VDIHW\#KD]DUG#H[LVWV1#$OWHUQDWLYHO\/#WKH#
2)0#FRXOG#UHTXLUH#DQ#LPPHGLDWH#UHGXFWLRQ#RI#WKH#QXPEHU#RI#RFFXSDQWV#
LI#WKLV#SURYLGHG#D#VROXWLRQ#WR#WKH#GDQJHURXV#VLWXDWLRQ1#,Q#HLWKHU#FDVH/#LW#
DJDLQ#VHHPV#WR#EH#D#VLJQLILFDQW#VDIHW\#UHODWHG#SURYLVLRQ1

6.24 7KH#DPHQGPHQWV#KDYH#EHHQ#RXWVWDQGLQJ#IRU#DERXW#WZR#\HDUV1#
*LYHQ#WKH#LPSRUWDQFH#RI#WKLV#$FW#WR#WKH#VDIHW\#RI#1HZ#%UXQVZLFNHUV/#ZH#
HQFRXUDJH#WKH#LPSOHPHQWDWLRQ#RI#WKHVH#DPHQGPHQWV1#

5HFRPPHQGDWLRQ 6.25 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#SXUVXH#WKH#
LPSOHPHQWDWLRQ#RI#WKH#DPHQGPHQWV#SURSRVHG#DQG#FRQVLGHU#WKH#
DGGLWLRQDO#SRLQWV#ZH#KDYH#UDLVHG#WR#GHWHUPLQH#LI#IXUWKHU#DPHQGPHQWV#
DUH#UHTXLUHG1

'HSDUWPHQWDO#UHVSRQVH 6.26 7KH#DPHQGPHQWV#UHIHUHQFHG#DORQJ#ZLWK#VRPH#RI#WKH#DGGLWLRQDO#
SRLQWV#UDLVHG#YLD#WKH#DXGLW#ZLOO#EH#DGYDQFHG#WKURXJK#SROLF\#RU#WKH#
OHJLVODWLYH#SURFHVV1#7KH#2IILFH#RI#WKH#)LUH#0DUVKDO#+2)0,#ZLWK#WKH#
DVVLVWDQFH#RI#RXU#3ROLF\#DQG#3XEOLF#$IIDLUV#'LYLVLRQ#LV#SUHVHQWO\#DFWLYH#LQ#
WKLV#DUHD1

&RQFOXVLRQ 6.27 7KLV#FULWHULRQ#ZDV#PHW1#7KH#$FW#LV#UHODWLYHO\#ZHOO#RUJDQL]HG/#
FRPSUHKHQVLYH/#DQG#HDV\#WR#IROORZ1#:LWK#WKH#H[FHSWLRQ#RI#D#IHZ#DUHDV#
ZDUUDQWLQJ#FODULILFDWLRQ/#WKH#GXWLHV#DQG#UHVSRQVLELOLWLHV#RI#WKH#2)0#ZHUH#
ZHOO#GHILQHG1

$ZDUHQHVV#RI#GXWLHV#DQG#
UHVSRQVLELOLWLHV

6.28 2XU#QH[W#FULWHULRQ#ZDV=

7KH#2IILFH#RI#WKH#)LUH#0DUVKDO#VKRXOG#EH#DZDUH#RI#LWV#GXWLHV#
DQG#UHVSRQVLELOLWLHV#XQGHU#WKH#)LUH#3UHYHQWLRQ#$FW1#

6.29 6HFWLRQ#5+4,#RI#WKH#$FW#QRWHV#WKDW#WKH#)LUH#0DUVKDO#LV#UHVSRQVLEOH#
WR#HQVXUH#WKDW#DOO#WKH#SURYLVLRQV#RI#WKH#$FW#DUH#SURSHUO\#FDUULHG#RXW#
ZKHWKHU#WKH#VHFWLRQ#VSHFLILFDOO\#DSSOLHV#WR#WKH#)LUH#0DUVKDO#RU#WR#RWKHU#
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
SDUWLHV#DV#VWLSXODWHG#LQ#WKH#$FW1#2ZQHUVKLS#RI#WKH#$FW#UHVWV#ZLWK#WKH#)LUH#
0DUVKDO1

6.30 'XULQJ#RXU#DXGLW/#ZH#ZHUH#SOHDVHG#WR#QRWH#WKDW#WKH#2)0#KDV#
XQGHUWDNHQ#VHYHUDO#LQLWLDWLYHV#WR#HQVXUH#VWDII#DUH#ZHOO#DZDUH#RI#GXWLHV#DQG#
UHVSRQVLELOLWLHV#DVVLJQHG#WR#WKHP#XQGHU#WKH#$FW1#7KH#2)0·V#DZDUHQHVV#
V\VWHP#FRQVLVWV#RI#WKUHH#FRPSRQHQWV=

• LQWHUSUHWDWLRQ#GRFXPHQW>
• DZDUHQHVV#VHVVLRQV>#DQG
• ,'#FDUGV1

,QWHUSUHWDWLRQ#GRFXPHQW 6.31 2)0#PDQDJHPHQW#KDV#LQWHUSUHWHG#WKH#HQWLUH#)LUH#3UHYHQWLRQ#$FW#
VHFWLRQ#E\#VHFWLRQ#DQG#OLQH#E\#OLQH#LQ#D#GRFXPHQW#ZH#ZLOO#UHIHU#WR#DV#DQ#
LQWHUSUHWDWLRQ#GRFXPHQW1#2YHUDOO/#ZH#EHOLHYH#WKH#2)0·V#LQWHUSUHWDWLRQ#
RI#WKH#$FW#LV#UHDVRQDEOH1

$ZDUHQHVV#VHVVLRQV 6.32 $OO#LQGLYLGXDOV#VHHNLQJ#DQ#DSSRLQWPHQW#XQGHU#WKH#$FW/#/RFDO#
$VVLVWDQWV/#)LUH#,QYHVWLJDWRUV/#DQG#)LUH#3UHYHQWLRQ#2IILFHUV/#DUH#UHTXLUHG#
WR#WDNH#DQ#DZDUHQHVV#VHVVLRQ#SXW#RQ#E\#WKH#2)01#$OO#2)0#HPSOR\HHV/#
ZLWK#WKH#H[FHSWLRQ#RI#WKH#DGPLQLVWUDWLYH#VXSSRUW#VWDII#DQG#WKH#RIILFH#
PDQDJHU/#KROG#DSSRLQWPHQWV#XQGHU#WKH#$FW#DV#)LUH#3UHYHQWLRQ#2IILFHUV#
RU#ERWK#)LUH#3UHYHQWLRQ#2IILFHUV#DQG#)LUH#,QYHVWLJDWRUV1#/RFDO#$VVLVWDQWV#
DUH#JHQHUDOO\#ILUH#FKLHIV#RU#GHSXW\#ILUH#FKLHIV#ZLWKLQ#ILUH#GHSDUWPHQWV1#
7KH#SXUSRVH#RI#WKH#DZDUHQHVV#VHVVLRQV#LV#WR#PDNH#WKHVH#LQGLYLGXDOV#
DZDUH#RI#WKH#VHFWLRQV#RI#WKH#$FW#WKH\#ZLOO#EH#UHVSRQVLEOH#IRU#XSRQ#
UHFHLYLQJ#WKHLU#UHVSHFWLYH#DSSRLQWPHQWV1#$SSRLQWHHV#DUH#DFWLQJ#RQ#EHKDOI#
RI#WKH#)LUH#0DUVKDO>#LW#LV#LPSRUWDQW#WKDW#WKH\#EH#PDGH#DZDUH#RI#WKH#GXWLHV#
DQG#UHVSRQVLELOLWLHV#DVVRFLDWHG#ZLWK#WKHVH#DSSRLQWPHQWV1

6.33 7KH#LQWHUSUHWDWLRQ#GRFXPHQW#QRWHG#LQ#WKH#DERYH#VHFWLRQ#DORQJ#
ZLWK#WKH#$FW#DQG#WKH#UHJXODWLRQV#DUH#XVHG#E\#WKH#2)0#LQ#JLYLQJ#WKH#
DZDUHQHVV#VHVVLRQV1#$OO#SDUWLFLSDQWV#WDNH#WKLV#GRFXPHQWDWLRQ#DZD\#ZLWK#
WKHP#XSRQ#FRPSOHWLRQ#RI#WKH#VHVVLRQ#IRU#IXWXUH#UHIHUHQFH1#6HYHUDO#
LQGLYLGXDOV#ZLWK#DSSRLQWPHQWV#XQGHU#WKH#$FW#ZHUH#DVNHG#DERXW#WKH#
UHOHYDQFH#RI#WKLV#VHVVLRQ#DQG#LI#WKH\#KDG#DQ\#VXJJHVWLRQV#IRU#
LPSURYHPHQW1#0DQ\#QRWHG#WKDW#WKHUH#LV#QR#WHVW#XSRQ#FRPSOHWLRQ#RI#WKH#
VHVVLRQ>#VRPH#IHHO#WKHUH#VKRXOG#EH#D#PHFKDQLVP#WR#HQVXUH#WKH\#
XQGHUVWDQG#WKHLU#GXWLHV#DQG#DFWXDOO\#JRW#VRPHWKLQJ#IURP#WKH#VHVVLRQ1#
7KHUH#LV#DOVR#QR#HYDOXDWLRQ#SHUIRUPHG#E\#VHVVLRQ#SDUWLFLSDQWV#XSRQ#
FRPSOHWLRQ#RI#WKH#VHVVLRQ1#7KLV#ZRXOG#HQDEOH#VHVVLRQ#SDUWLFLSDQWV#WR#
SURYLGH#YDOXDEOH#IHHGEDFN#WR#WKH#2)0#DQG#HQDEOH#WKHP#WR#PDNH#
LPSURYHPHQWV#WR#WKH#VHVVLRQ1#7KHUH#LV#QR#UHIUHVKHU#VHVVLRQ#RIIHUHG#RQ#
WKH#$FW#HYHQ#LI#WKH#$FW#FKDQJHV>#PDQ\#IHHO#WKLV#ZRXOG#EH#EHQHILFLDO1

5HFRPPHQGDWLRQV 6.34 :H#UHFRPPHQGHG#WKDW#WKH#2)0#HVWDEOLVK#D#WHVWLQJ#DQG#
IHHGEDFN#PHFKDQLVP#IRU#WKH#DZDUHQHVV#VHVVLRQV1#7KLV#ZRXOG#KHOS#WR#
HQVXUH#WKH#VHVVLRQV#DUH#DFKLHYLQJ#WKH#GHVLUHG#UHVXOWV1
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
6.35 :H#UHFRPPHQGHG#WKDW#WKH#2)0#RIIHU#UHIUHVKHU#WUDLQLQJ#
VHVVLRQV#RQ#WKH#$FW#WR#HQVXUH#DSSRLQWHHV#UHPDLQ#DZDUH#RI#WKHLU#GXWLHV#
DQG#UHVSRQVLELOLWLHV#XQGHU#WKH#$FW#DQG#WR#LQIRUP#WKHP#RI#DQ\#
FKDQJHV#PDGH#WR#WKH#$FW#VLQFH#WKH#ODVW#VHVVLRQ#ZDV#JLYHQ1

'HSDUWPHQWDO#UHVSRQVH 6.36 3URYLGLQJ#DGGLWLRQDO#UHVRXUFHV#FDQ#EH#LGHQWLILHG/#WHVWLQJ/#
IHHGEDFN#DQG#HQKDQFHG#DZDUHQHVV#VHVVLRQV#ZLOO#EH#LQFOXGHG#LQ#WKH#QHZ#
ZRUN#SODQV1

,'#&DUGV 6.37 8SRQ#FRPSOHWLRQ#RI#WKH#DZDUHQHVV#VHVVLRQV/#WKH#2)0#LVVXHV#
SKRWR#LGHQWLILFDWLRQ#FDUGV#+,'#FDUGV,#WR#DOO#DSSRLQWHHV1#7KHVH#,'#FDUGV#
DUH#VLJQHG#E\#WKH#)LUH#0DUVKDO#DQG#XVXDOO\#FRQWDLQ#D#SDUDJUDSK#RQ#WKH#
EDFN#WKDW#OLVWV#WKH#VHFWLRQV#RI#WKH#$FW#WKH#DSSRLQWHH#LV#UHVSRQVLEOH#IRU1#
:H#FRPPHQG#WKH#2)0#IRU#WDNLQJ#WKH#LQLWLDWLYH#RI#LVVXLQJ#,'#FDUGV#WR#
DSSRLQWHHV#XQGHU#WKH#$FW1#,W#LV#D#JUHDW#ZD\#WR#PDNH#WKHP#DZDUH#RI/#DQG#
FRQWLQXDOO\#UHLQIRUFH/#WKH#VHFWLRQV#RI#WKH#$FW#WKH\#DUH#UHVSRQVLEOH#IRU1

6.38 'XULQJ#RXU#UHYLHZ#RI#WKHVH#,'#FDUGV/#LW#FDPH#WR#RXU#DWWHQWLRQ#
WKDW#FRQWUROV#RYHU#WKHLU#FDQFHOODWLRQ#DUH#ZHDN1#2I#FRQFHUQ#WR#XV#DQG#WR#
PDQ\#PHPEHUV#RI#ILUH#GHSDUWPHQWV#DQG#2)0#VWDII#LV#WKH#IDFW#WKDW#WKHVH#
,'#FDUGV#DUH#JRRG#IRU#OLIH#²#WKHUH#LV#QR#H[SLU\#GDWH#RQ#WKHP1#7KH#2)0#
UHOLHV#KHDYLO\#RQ#ILUH#GHSDUWPHQWV#WR#UHWXUQ#,'#FDUGV#ZKHQ#HPSOR\HHV#
UHWLUH/#OHDYH#WKH#ILUH#GHSDUWPHQW/#RU#FKDQJH#SRVLWLRQV#ZLWKLQ#WKH#ILUH#
GHSDUWPHQW1#:H#KDYH#GLVFRYHUHG#WKDW#WKLV#KDV#QRW#RFFXUUHG#LQ#PDQ\#
LQVWDQFHV1#$Q#H[DPSOH#RI#D#ULVN#LV#WKDW#LQGLYLGXDOV#FDQ#HQWHU#DQ\#
SUHPLVHV#VWDWLQJ#WKH\#DUH#UHSUHVHQWLQJ#WKH#)LUH#0DUVKDO1#$V#ORQJ#DV#WKH\#
KROG#WKHLU#,'#FDUG/#LW#ZLOO#DSSHDU#WR#HQWLWOH#WKHP#WR#ZKDWHYHU#SULYLOHJHV#
WKDW#JR#DORQJ#ZLWK#WKHLU#DSSRLQWPHQW#XQGHU#WKH#$FW1#$Q#LQGLYLGXDO#ZKR#
KDV#OHIW#WKHLU#SRVLWLRQ#PLJKW#JDLQ#DFFHVV#WR#D#VHFXUH#VLWH#E\#SUHVHQWLQJ#
WKHLU#2)0#,'#FDUG1

6.39 ,W#LV#YHU\#LPSRUWDQW#WKDW#WKH#2)0#LV#DZDUH#RI#ZKR#LV#DFWLQJ#RQ#LWV#
EHKDOI#LQ#WKH#3URYLQFH1#,QGLYLGXDOV#ZKR#KDYH#OHIW#WKH#ILUH#GHSDUWPHQW#
VKRXOG#QRW#KDYH#,'#FDUGV#WKDW#HQDEOH#WKHP#WR#DFW#RQ#WKH#)LUH#0DUVKDO·V#
EHKDOI1

5HFRPPHQGDWLRQ 6.40 :H#UHFRPPHQGHG#WKDW#WKH#2)0#ORRN#LQWR#WKH#SRVVLELOLW\#RI#
KDYLQJ#H[SLU\#GDWHV#RQ#WKH#2)00LVVXHG#,'#FDUGV#XVHG#IRU#
DSSRLQWPHQW#SXUSRVHV#+IRU#H[DPSOH/#WKUHH#\HDUV/#ILYH#\HDUV/#HWF1,1#

'HSDUWPHQWDO#UHVSRQVH 6.41 $OO#LVVXHG#,1'1#FDUGV#DUH#SUHVHQWO\#EHLQJ#UHSODFHG#E\#WKH#)LUH#
0DUVKDO#DQG#LQFOXGH#D#80\HDU#DXWRPDWLF#H[SLUDWLRQ#GDWH#DQG#GDWDEDVH#
FRQWURO#PHFKDQLVP1#

&RQFOXVLRQ 6.42 7KLV#FULWHULRQ#ZDV#PHW1#)RU#WKH#PRVW#SDUW/#WKH#2)0#LV#DZDUH#RI#
LWV#GXWLHV#DQG#UHVSRQVLELOLWLHV#XQGHU#WKH#$FW1#7KH#2)0#KDV#VKRZQ#
LQLWLDWLYH#LQ#PDNLQJ#DSSRLQWHHV#DZDUH#RI#WKHLU#GXWLHV#DQG#UHVSRQVLELOLWLHV#
XQGHU#WKH#$FW#E\#ZD\#RI#LWV#LQWHUSUHWDWLRQ#GRFXPHQW/#DZDUHQHVV#VHVVLRQV/#
DQG#2)0#,'#FDUGV1#
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
3ROLF\#DQG#3URFHGXUHV#
0DQXDO

6.43 2XU#QH[W#FULWHULRQ#ZDV=

7KH#2IILFH#RI#WKH#)LUH#0DUVKDO#VKRXOG#KDYH#DSSURSULDWH#
+FRQVLVWHQW,#SROLFLHV#DQG#SURFHGXUHV#LQ#SODFH#WR#FDUU\#RXW#LWV#
GXWLHV#DQG#UHVSRQVLELOLWLHV#DV#DVVLJQHG#XQGHU#WKH#)LUH#
3UHYHQWLRQ#$FW1#

2)0#3ROLF\#DQG#3URFHGXUHV#
0DQXDO#+3)3#PDQXDO,

6.44 ,W#LV#LPSRUWDQW#WKDW#WKH#2)0#KDYH#SROLFLHV#DQG#SURFHGXUHV#LQ#
SODFH#WKDW#DUH#FRQVLVWHQW#ZLWK#WKH#$FW#WR#DVVLVW#LW#LQ#DGPLQLVWHULQJ#LWV#
GXWLHV#DQG#UHVSRQVLELOLWLHV1#7KH#2)0#LVVXHG#LWV#ILUVW#3)3#PDQXDO#LQ#WKH#
4<;3V1#,W#ZDV#LVVXHG#WR#ERWK#2)0#VWDII#DQG#ILUH#GHSDUWPHQWV1#7KH#
SXUSRVH#RI#WKH#PDQXDO#ZDV#WR#KHOS#ILUH#GHSDUWPHQWV#XQGHUVWDQG#WKH#UROH#
DQG#UHVSRQVLELOLWLHV#RI#WKH#2)0#DQG#WR#SURYLGH#JXLGDQFH#RQ#PDWWHUV#RI#
PXWXDO#LQYROYHPHQW1#

3)3#PDQXDO#FRQVLVWHQW#ZLWK#
$FW

6.45 7KH#3)3#PDQXDO#ZDV#EDVHG#RQ#WKH#4<;9#$FW#DQG#ZH#DUH#VDWLVILHG#
WKDW#LQ#DOO#PDWHULDO#UHVSHFWV#LW#UHIOHFWV#WKH#LQWHQW#RI#WKH#$FW1#:H#UHYLHZHG#
WKH#DPHQGPHQWV#WR#WKH#$FW#VLQFH#WKLV#WLPH#DQG#ZH#ZHUH#VDWLVILHG#WKDW#WKH\#
GLG#QRW#KDYH#DQ#LPSDFW#RQ#WKH#3)3#PDQXDO1

'RHV#3)3#PDQXDO#DVVLVW#LQ#
DGPLQLVWHULQJ#WKH#$FW"

6.46 2QH#RI#WKH#PRVW#LPSRUWDQW#WKLQJV#ZH#ORRNHG#IRU#GXULQJ#RXU#DXGLW#
RI#WKLV#FULWHULRQ#ZDV#ZKHWKHU#WKH#3)3#PDQXDO#SURYLGHV#JXLGDQFH#WR#XVHUV#
UHODWLYH#WR#WKH#UHTXLUHPHQWV#XQGHU#WKH#$FW1#&HUWDLQ#VHFWLRQV#RI#WKH#$FW#
JLYH#WKH#2)0#GLVFUHWLRQDU\#SRZHU1#)RU#H[DPSOH/#VHFWLRQ#7+5,+F,#VWDWHV#
WKDW#´WKH#ILUH#PDUVKDO#PD\#IURP#WLPH#WR#WLPH#LQVSHFW«µ1#:H#H[DPLQHG#
WKH#3)3#PDQXDO#WR#GHWHUPLQH#LI#LW#DVVLVWHG#HPSOR\HHV#RI#WKH#2)0#E\#
SURYLGLQJ#JXLGDQFH#DV#WR#ZKHQ#WKH\#VKRXOG#H[HUFLVH#WKHVH#SRZHUV1#:H#
IRXQG#WKDW#WKH#PDQXDO#GLG#WKLV1#)RU#H[DPSOH/#WKH#PDQXDO#SURYLGHV#
JXLGDQFH#WR#XVHUV#DV#WR#ZKHQ#WKH#)LUH#0DUVKDO#ZRXOG#JHW#LQYROYHG#LQ#D#
ILUH#LQYHVWLJDWLRQ/#ZKDW#W\SHV#RI#EXLOGLQJV#WR#LQVSHFW#DQG#WKH#VFKHGXOHG#
IUHTXHQF\#RI#WKHVH#LQVSHFWLRQV1#:H#ZHUH#SOHDVHG#WR#QRWH#WKDW/#LQ#WKH#
PDMRULW\#RI#FDVHV/#WKH#3)3#PDQXDO#SURYLGHV#JRRG#JXLGDQFH#WR#XVHUV#DQG#
LV#FRQVLVWHQW#ZLWK#WKH#$FW1#

1HZ#3)3#0DQXDO 6.47 'XULQJ#RXU#ILHOGZRUN/#ZH#QRWHG#WKDW#WKH#2)0#EHJDQ#D#QHZ#3)3#
PDQXDO#LQ#5333#EXW#PRUH#WKDQ#KDOI#RI#WKH#QHZ#PDQXDO#UHPDLQV#LQ#GUDIW#
IRUP#DQG#QRQH#RI#WKH#GUDIWV#KDYH#EHHQ#LVVXHG1#1R#DWWHPSWV#KDYH#EHHQ#
PDGH#WR#FRPSOHWH#WKH#PDQXDO#VLQFH#53331

6.48 ,W#LV#LPSRUWDQW#WKDW#ILUH#GHSDUWPHQWV#KDYH#WKH#PRVW#FXUUHQW#
SURFHGXUHV#WR#IROORZ#LQ#SHUIRUPLQJ#WKHLU#GXWLHV1#7KLV#ZLOO#KHOS#WR#HQVXUH#
D#FRQVLVWHQW#OHYHO#RI#VHUYLFH#GHOLYHU\#DFURVV#WKH#3URYLQFH1

5HFRPPHQGDWLRQ 6.49 :H#UHFRPPHQGHG#WKH#2)0#FRPSOHWH#WKH#3)3#PDQXDO#LW#
VWDUWHG#LQ#5333#DV#VRRQ#DV#SRVVLEOH1

'HSDUWPHQWDO#UHVSRQVH 6.50 ([DPLQDWLRQ#DQG#GHYHORSPHQW#RI#SROLFLHV#DQG#SURFHGXUHV#ZLOO#EH#
XQGHUWDNHQ1#>$@#QHZ#SRVLWLRQ#VHFXUHG#WKURXJK#WKH#3URYLQFLDO#,QWHUQVKLS#
3URJUDP#ZLOO#DVVLVW#LQ#WKLV#UHJDUG1
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
&RQFOXVLRQ 6.51 7KLV#FULWHULRQ#ZDV#PHW1#$OWKRXJK#WKH#2)0#3)3#PDQXDO#ZDV#
LVVXHG#LQ#WKH#4<;3V/#ZH#IRXQG/#IRU#WKH#PRVW#SDUW/#WKDW#LW#UHPDLQV#
FRQVLVWHQW#ZLWK#WKH#FXUUHQW#)LUH#3UHYHQWLRQ#$FW1#7KH#PDQXDO#KHOSV#WR#
FODULI\#VRPH#VHFWLRQV#RI#WKH#$FW#DQG#SURYLGHV#JXLGDQFH#WR#XVHUV1#

3ODQQLQJ#ZRUN#WR#HQVXUH#
OHJLVODWLYH#FRPSOLDQFH

6.52 2XU#QH[W#FULWHULRQ#ZDV=

.H\#DVSHFWV#RI#OHJLVODWLYH#FRPSOLDQFH#VKRXOG#EH#LQFRUSRUDWHG#
LQWR#WKH#2IILFH#RI#WKH#)LUH#0DUVKDO#DQG#LQGLYLGXDO#ZRUN#
SODQQLQJ1

6.53 6HFWLRQ#5+4,#RI#WKH#$FW#VWDWHV/

7KH#/LHXWHQDQW0*RYHUQRU#LQ#&RXQFLO#PD\#DSSRLQW#D#ILUH#
PDUVKDO#IRU#WKH#SURSHU#FDUU\LQJ#RXW#RI#WKH#SURYLVLRQV#RI#WKLV#
$FW#DQG#WKH#UHJXODWLRQV#DQG#VXFK#RWKHU#GXWLHV#DV#PD\#EH#
DVVLJQHG#WR#WKH#ILUH#PDUVKDO#E\#WKH#0LQLVWHU1

6.54 $#PHDQV#E\#ZKLFK#WKH#2)0#FRXOG#HQVXUH#FRPSOLDQFH#ZLWK#
VSHFLILF#VHFWLRQV#RI#WKH#$FW#ZRXOG#EH#WR#DVVLJQ#WKHVH#VHFWLRQV#WR#2)0#
HPSOR\HHV#YLD#ZRUN#SODQV1#(DFK#\HDU#WKH#HPSOR\HHV#FRXOG#EH#HYDOXDWHG#
RQ#KRZ#ZHOO/#RU#WR#ZKDW#GHJUHH/#WKH\#SHUIRUPHG#WKH#WDVNV#LQ#WKHLU#ZRUN#
SODQV1#7KHVH#ZRUN#SODQV#VKRXOG#DOO#EH#WLHG#LQWR#WKH#2)0·V#ZRUN#SODQ#WR#
HQVXUH#HYHU\RQH#LV#ZRUNLQJ#WRZDUGV#D#FRPPRQ#JRDO1

2)02%UDQFK#:RUN#3ODQ 6.55 :H#UHYLHZHG#WKH#2)0·V#ZRUN#SODQ#DQG#ZHUH#GLVDSSRLQWHG#WR#
QRWH#WKDW#DVSHFWV#RI#FRPSOLDQFH#ZLWK#WKH#$FW#ZHUH#QRW#LQFRUSRUDWHG#LQWR#
WKH#ZRUN#SODQ1

6.56 7KH#LQYROYHPHQW#RI#UHSUHVHQWDWLYHV#IURP#DOO#VWDII#OHYHOV#ZRXOG#EH#
SRWHQWLDOO\#EHQHILFLDO#LQ#WKH#FUHDWLRQ#RI#WKH#2)0#ZRUN#SODQ1#7KLV#ZRXOG#
KHOS#VWDII#WR#VHH#WKH#´ELJ#SLFWXUHµ#DQG#LW#ZRXOG#SURYLGH#DGGLWLRQDO#
VRXUFHV#RI#FUHDWLYH#LGHDV1#6WDII#ZH#LQWHUYLHZHG#LQIRUPHG#XV#WKDW#WKH#
ZRUN#SODQ#KDG#QRW#EHHQ#FOHDUO\#FRPPXQLFDWHG#WR#WKHP/#IXUWKHU#
HPSKDVL]LQJ#WKH#LPSRUWDQFH#RI#VWDII#LQYROYHPHQW1#

5HFRPPHQGDWLRQV 6.57 :H#UHFRPPHQGHG#WKDW#WKH#2)0#LQFRUSRUDWH#FRPSOLDQFH#ZLWK#
WKH#$FW#LQWR#LWV#ZRUN#SODQ1#

6.58 :H#UHFRPPHQGHG#WKDW#2)0#PDQDJHPHQW#LQFOXGH#2)0#VWDII#
IURP#DOO#OHYHOV#LQ#WKH#FUHDWLRQ#RI#WKH#2)0#ZRUN#SODQ#ZKHUH#SRVVLEOH1#
,W#VKRXOG#EH#FOHDUO\#UHYLHZHG#DQG#GLVFXVVHG#ZLWK#VWDII#VR#WKH\#VHH#WKH#
´ELJ#SLFWXUHµ#DQG#NQRZ#ZKHUH#WKH\#ILW#LQ#ZLWK#WKH#RUJDQL]DWLRQ1

2)0#HPSOR\HH#ZRUN#SODQV 6.59 :H#GHWHUPLQHG#WKHUH#DUH#QR#IRUPDO#ZRUNV#SODQV#IRU#2)0#
HPSOR\HHV#ZKHUH#NH\#DVSHFWV#RI#OHJLVODWLYH#FRPSOLDQFH#FRXOG#EH#
DVVLJQHG1#7ZR#HPSOR\HHV/#YLD#WKHLU#RZQ#LQLWLDWLYH/#KDYH#GHYLVHG#WKHLU#
RZQ#ZRUN#SODQV#WR#KHOS#RUJDQL]H#WKHLU#ZRUN1#
Report of the Auditor General - 2002 123



'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
5HFRPPHQGDWLRQ 6.60 :H#UHFRPPHQGHG#WKH#2)0#DVVLJQ#GXWLHV#IRU#VSHFLILF#VHFWLRQV#
RI#WKH#$FW#WR#LQGLYLGXDO#HPSOR\HHV#DQG#PRQLWRU#WKHP#WR#HQVXUH#WKH\#
DUH#FRPSOHWHG1

'HSDUWPHQWDO#UHVSRQVH 6.61 :RUN#SODQ#GHYHORSPHQW#ZLOO#EH#LQFOXVLYH#RI#DOO#2)0#VWDII#DQG#
GHVLJQHG#VSHFLILFDOO\#DV#GLUHFWHG1#:H#UHFRJQL]H#WKDW#FHUWDLQ#DFWLYLWLHV#
KDYH#ODJJHG/#EXW#ZH#DUH#DGGUHVVLQJ#WKHP#WR#FDWFK0XS#DQG#HQVXUH#WKDW#
WKH\#UHPDLQ#FXUUHQW#KHQFHIRUWK1

&RQFOXVLRQ 6.62 7KLV#FULWHULRQ#ZDV#QRW#PHW1#:H#ZHUH#QRW#VDWLVILHG#WKDW#
FRPSOLDQFH#ZLWK#WKH#$FW#KDV#EHHQ#DGGUHVVHG1#.H\#DVSHFWV#RI#OHJLVODWLYH#
FRPSOLDQFH#KDYH#JHQHUDOO\#QRW#EHHQ#DVVLJQHG#WR#HPSOR\HHV1#:KLOH#WKHUH#
LV#DQ#RYHUDOO#2)0#ZRUN#SODQ/#LW#GRHV#QRW#DSSHDU#WKDW#DOO#NH\#DVSHFWV#RI#
WKH#OHJLVODWLRQ#KDYH#EHHQ#LQFRUSRUDWHG#LQWR#LW1

0RQLWRULQJ#DQG#UHSRUWLQJ#
RQ#FRPSOLDQFH

6.63 2XU#QH[W#FULWHULRQ#ZDV=

7KH#2IILFH#RI#WKH#)LUH#0DUVKDO#VKRXOG#PRQLWRU#DQG#UHSRUW#RQ#
FRPSOLDQFH#ZLWK#WKH#)LUH#3UHYHQWLRQ#$FW#DQG#WDNH#FRUUHFWLYH#
DFWLRQ#ZKHUH#QHFHVVDU\1

6.64 7KH#)LUH#3UHYHQWLRQ#$FW#JLYHV#WKH#2)0#LWV#PDQGDWH/#GXWLHV/#DQG#
UHVSRQVLELOLWLHV1#7KH#UHVSRQVLELOLW\#IRU#WKLV#OHJLVODWLRQ#LV#FOHDUO\#ZLWK#WKH#
)LUH#0DUVKDO1

6.65 ,Q#RXU#RSLQLRQ/#WKH#)LUH#0DUVKDO#VKRXOG#PRQLWRU#DQG#UHSRUW#RQ#
FRPSOLDQFH#ZLWK#WKH#$FW#RQ#D#UHJXODU#EDVLV#VR#WKDW#FRUUHFWLYH#DFWLRQ#PD\#
EH#WDNHQ#ZKHUH#QHFHVVDU\1#

6.66 :H#LQWHUYLHZHG#2)0#PDQDJHPHQW#WR#GHWHUPLQH#ZKDW#
PRQLWRULQJ#DQG#UHSRUWLQJ#SURFHVVHV#DUH#LQ#SODFH#UHJDUGLQJ#FRPSOLDQFH#
ZLWK#WKH#$FW#DV#ZHOO#DV#ZKDW#FRUUHFWLYH#DFWLRQ#LV#WDNHQ#ZKHUH#
QRQ0FRPSOLDQFH#KDV#RFFXUUHG1#$#QXPEHU#RI#2)0#HPSOR\HHV#DQG#ILUH#
GHSDUWPHQW#SHUVRQQHO#ZHUH#DOVR#LQWHUYLHZHG/#GRFXPHQWV#ZHUH#H[DPLQHG/#
DQG#WKH#$FW#ZDV#UHYLHZHG#LQ#GHWDLO1

0RQLWRULQJ#FRPSOLDQFH#ZLWK#
WKH#$FW#

6.67 7KHUH#DUH#QR#IRUPDO#LQVSHFWLRQ#VWDQGDUGV#DQG#SURFHGXUHV#LQ#
SODFH#WR#GHWHFW#QRQ0FRPSOLDQFH#ZLWK#WKH#$FW1#(YHQ#WKRXJK#VHFWLRQ#5+4,#RI#
WKH#$FW#FOHDUO\#VWDWHV#WKDW#WKH#)LUH#0DUVKDO#LV#UHVSRQVLEOH#IRU#´WKH#SURSHU#
FDUU\LQJ#RXW#RI#WKH#SURYLVLRQV#RI#WKLV#$FWµ/#WKHUH#DUH#QR#V\VWHPV#LQ#SODFH#
WR#PRQLWRU#WKH#GHJUHH#WR#ZKLFK#WKH#2)0#DQG#RXWVLGH#SDUWLHV#DUH#LQ#
FRPSOLDQFH#ZLWK#WKH#$FW1#1R#RQH#KDV#EHHQ#DVVLJQHG#UHVSRQVLELOLW\#IRU#
PRQLWRULQJ#FRPSOLDQFH1#

5HFRPPHQGDWLRQ 6.68 :H#UHFRPPHQGHG#WKDW#WKH#2)0#GHYHORS#D#IRUPDO#SURFHVV#WR#
PRQLWRU#WKH#GHJUHH#WR#ZKLFK#WKH#$FW#LV#FRPSOLHG#ZLWK1

6.69 :H#QRWHG#VRPH#LQVWDQFHV#RI#QRQ0FRPSOLDQFH#ZLWK#WKH#$FW#E\#WKH#
2)0#WKDW#ZH#IHHO#IXUWKHU#HPSKDVL]H#WKH#QHHG#WR#FRQVLVWHQWO\#PRQLWRU#DQG#
UHSRUW#RQ#FRPSOLDQFH1#7KHVH#LQFOXGH#WKH#IROORZLQJ=
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
• 7KH#2)0#LV#QRW#UHSRUWLQJ#RQ#D#\HDUO\#EDVLV#WR#WKH#0LQLVWHU#+WKHUH#
KDV#EHHQ#QR#DQQXDO#UHSRUW#VLQFH#4<<8,1#

• 7LPH#GHDGOLQHV#DV#VWLSXODWHG#LQ#WKH#$FW#DUH#QRW#PRQLWRUHG#E\#WKH#
2)01#)RU#H[DPSOH/#ILUH#FKLHIV#DUH#QRW#UHSRUWLQJ#ILUHV#ZLWKLQ#
IRXUWHHQ#GD\V#RI#UHFHLYLQJ#WKH#FDOO/#LQVXUDQFH#UHSRUWV#DUH#QRW#FRPLQJ#
LQ#ZLWKLQ#WHQ#GD\V#RI#WKH#ILUH/#DQG#LQVXUDQFH#DGMXVWHU#UHSRUWV#DUH#QRW#
FRPLQJ#LQ#ZLWKLQ#WKUHH#GD\V#RI#FRPSOHWLQJ#WKH#DGMXVWPHQW1#7KH#2)0#
IHOW#WKH#RQXV#RI#WLPH#GHDGOLQHV#ZDV#RQ#WKH#SDUW\#VWLSXODWHG#LQ#WKH#$FW#
DQG#ZDV#QRW#IRU#WKH#2)0#WR#HQIRUFH1#:LWKRXW#WKHVH#UHSRUWV/#WKH#
2)0#LV#XQDEOH#WR#FRPSLOH#LWV#RZQ#VWDWLVWLFDO#UHSRUWV#LQ#D#WLPHO\#
IDVKLRQ1#7KHVH#VWDWLVWLFDO#UHSRUWV#DUH#FULWLFDO#WR#WKH#GHYHORSPHQW#DQG#
PHDVXUHPHQW#RI#HYHU\#ORFDO#DQG#SURYLQFLDO#SURJUDP#GHDOLQJ#ZLWK#ILUH#
VDIHW\1

• 7KH#2)0#GRHV#QRW#PRQLWRU#WR#HQVXUH#EXLOGLQJ#SODQV#DV#VSHFLILHG#LQ#
WKH#$FW#DUH#ILOHG#ZLWK#WKH#2)01#'XULQJ#RXU#DXGLW/#ZH#IRXQG#VRPH#
SODQV#WKDW#VKRXOG#KDYH#EHHQ#ILOHG#ZLWK#WKH#2)0#WKDW#ZHUH#QRW1#1RW#
ILOLQJ#WKH#VSHFLILHG#SODQV#LV#DQ#RIIHQFH#DQG#LV#SXQLVKDEOH#E\#ODZ1#:H#
ZHUH#LQIRUPHG#E\#2)0#VWDII#WKDW#DOWKRXJK#FKDUJHV#PD\#EH#ODLG/#WKH\#
KDYH#QRW#GRQH#VR1#:H#ZHUH#VXUSULVHG#WR#OHDUQ#WKLV1#7KH#2)0·V#
PDQGDWH#VWDWHV#WKDW#LW#LV#UHVSRQVLEOH#WR#GHOLYHU#SURYLQFLDO#ILUH#
SUHYHQWLRQ#DQG#SURWHFWLRQ#SURJUDPV#WKDW#DUH#GHGLFDWHG#WR#WKH#
UHGXFWLRQ#RI#ILUH#UHODWHG#ORVVHV#LQ#OLYHV/#LQMXU\/#DQG#SURSHUW\1#6DIH#
EXLOGLQJV#DUH#IXQGDPHQWDO#LQ#ILUH#SUHYHQWLRQ#DQG#DSSURSULDWH#GHVLJQ#
OHDGV#WR#VDIH#EXLOGLQJV>#HQVXULQJ#DOO#SODQV#DUH#UHYLHZHG#VKRXOG#EH#DQ#
LPSRUWDQW#SDUW#RI#WKH#2)0·V#ZRUN1#([DPSOHV#RI#EXLOGLQJ#SODQV#WKDW#
DUH#WR#EH#ILOHG#ZLWK#WKH#2)0#LQFOXGH#VFKRROV/#QXUVLQJ#KRPHV2VSHFLDO#
FDUH#KRPHV/#GD\FDUHV/#DSDUWPHQWV/#FKXUFKHV/#RIILFHV/#UHVWDXUDQWV/#
VWRUHV/#KRWHOV/#DQG#KRVSLWDOV1#7KHVH#EXLOGLQJV#DUH#SXEOLF#SODFHV#RIWHQ#
RFFXSLHG#E\#ODUJH#QXPEHUV#RI#SHRSOH1#,W#LV#LPSRUWDQW#WKDW#WKH\#DUH#
VDIH1#

• 7KH#2)0#LV#UHVSRQVLEOH#IRU#VHWWLQJ#WKH#VWDQGDUGV#IRU#WUDLQLQJ#
ILUHILJKWHUV1#7KH#2)0#LV#LQYROYHG#ZLWK#WKH#WUDLQLQJ#RI#YROXQWHHU#
ILUHILJKWHUV/#EXW#LV#VRPHZKDW#OD[#ZKHQ#LW#FRPHV#WR#SDLG#ILUHILJKWHUV1#
7KH#SDLG#ILUH#GHSDUWPHQWV#KDYH#EHHQ#DFWLQJ#LQGHSHQGHQWO\#UHJDUGLQJ#
WKH#WUDLQLQJ#RI#WKHLU#ILUHILJKWHUV1#,W#LV#LPSRUWDQW#WKDW#WKH#2)0#HQVXUH#
WKDW#DOO#ILUHILJKWHUV#UHFHLYH#WKH#DSSURSULDWH#DQG#SURSHU#OHYHO#RI#
WUDLQLQJ#IRU#WKHLU#RZQ#VDIHW\#DV#ZHOO#DV#WKH#VDIHW\#RI#RWKHUV1#

• 7KH#2)0#GRHV#QRW#PRQLWRU#WKH#PHWKRG#IRU#GHOLYHULQJ#ILUH#RUGHUV1#
)LUH#RUGHUV#DUH#LVVXHG#E\#ILUH#LQVSHFWRUV#WR#SURSHUW\#RZQHUV#DV#D#
UHVXOW#RI#D#ILUH#LQVSHFWLRQ#ZKHUH#UHSDLUV#RU#PRGLILFDWLRQV#DUH#
UHTXLUHG#WR#EULQJ#D#EXLOGLQJ#RU#RWKHU#VWUXFWXUH#XS#WR#FRGH#UHJDUGLQJ#
ILUH#VDIHW\1#7KH#$FW#VWLSXODWHV#WKDW#ILUH#RUGHUV#DUH#HLWKHU#WR#EH#KDQG#
GHOLYHUHG#WR#WKH#SURSHUW\#RZQHU#RU#WR#EH#VHQW#YLD#UHJLVWHUHG#PDLO1#
6RPHWLPHV#RQO\#UHJXODU#PDLO#LV#XVHG#ZKHUH#RUGHUV#DUH#QRW#KDQG0
GHOLYHUHG1#,I#RUGHUV#DUH#QRW#KDQG0GHOLYHUHG#RU#VHQW#YLD#UHJLVWHUHG#
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
PDLO/#WKH#2)0#GRHV#QRW#KDYH#DQ\#DVVXUDQFH#WKDW#WKH#RUGHUV#KDYH#
EHHQ#UHFHLYHG1

• 7KH#2)0·V#SULPDU\#VRXUFH#RI#IXQGLQJ#FRQVLVWV#RI#D#4(#LQVXUDQFH#
OHY\#FROOHFWHG#IURP#LQVXUDQFH#FRPSDQLHV#WUDQVDFWLQJ#WKH#EXVLQHVV#RI#
ILUH#LQVXUDQFH#ZLWKLQ#WKH#3URYLQFH1#7KH#$FW#VWDWHV#WKDW#WKH#OHY\#
DSSOLHV#WR#ILUH#SUHPLXPV#UHODWLQJ#WR#DXWRPRELOHV/#EXW#WKLV#LV#QRW#EHLQJ#
LPSRVHG1#7KLV#FRXOG#EH#DQ#DGGLWLRQDO#VRXUFH#RI#UHYHQXH#IRU#WKH#
2)01

5HFRPPHQGDWLRQV 6.70 :H#UHFRPPHQGHG#WKH#2)0#WDNH#LPPHGLDWH#FRUUHFWLYH#DFWLRQ#
WR#HQVXUH#WKHUH#LV#FRPSOLDQFH#ZLWK#WKH#IROORZLQJ=

• DQ#DQQXDO#UHSRUW#VKRXOG#EH#VXEPLWWHG#WR#WKH#0LQLVWHU>#
• WLPH#GHDGOLQHV#VKRXOG#EH#PRQLWRUHG>
• ILUH#DQG#LQVXUDQFH#UHSRUWV#VKRXOG#EH#VXEPLWWHG#RQ#WLPH>#
• DOO#EXLOGLQJ#SODQV#VSHFLILHG#LQ#WKH#$FW#VKRXOG#EH#ILOHG>#
• WKHUH#VKRXOG#EH#YROXQWHHU#DQG#SDLG#ILUHILJKWHU#WUDLQLQJ#VWDQGDUGV#

VHW#E\#WKH#2)0>#
• WKH#PHWKRG#RI#ILUH#RUGHU#GHOLYHU\#VKRXOG#EH#PRQLWRUHG>#DQG#
• WKH#2)0#VKRXOG#FRQVLGHU#LPSRVLQJ#D#OHY\#RQ#ILUH#SUHPLXPV#

UHODWLQJ#WR#DXWRPRELOHV1#

6.71 7KH#2)0#VKRXOG#FDUHIXOO\#PRQLWRU#FRPSOLDQFH#LQ#WKH#IXWXUH1#
,Q#HIIHFW/#ZH#DUH#UHFRPPHQGLQJ#WKH#)LUH#0DUVKDO#WDNH#D#SURDFWLYH#
UROH#DQG#´FKDPSLRQµ#WKH#$FW1

5HSRUWLQJ#RQ#FRPSOLDQFH#ZLWK#
WKH#$FW

6.72 7KH#2)0#LV#XQDEOH#WR#VWDWH#WKH#GHJUHH#WR#ZKLFK#WKH#2)0#RU#
RXWVLGH#SDUWLHV#DUH#LQ#FRPSOLDQFH#ZLWK#WKH#$FW#DV#WKHUH#LV#QR#PRQLWRULQJ#
V\VWHP#LQ#SODFH1#7KHUHIRUH/#LW#GLG#QRW#VXUSULVH#XV#WKDW#QR#UHSRUWLQJ#LV#
GRQH#LQVLGH#RU#RXWVLGH#WKH#2)01

5HFRPPHQGDWLRQ 6.73 :H#UHFRPPHQGHG#WKDW#WKH#2)0#GHYHORS#D#IRUPDO#SURFHVV#WR#
UHSRUW#RQ#WKH#GHJUHH#WR#ZKLFK#WKH#$FW#LV#FRPSOLHG#ZLWK1#6LQFH#
FRPSOLDQFH#ZLWK#OHJLVODWLRQ#ZRXOG#VHHP#WR#EH#VXFK#D#NH\#PHDVXUH#RI#
HIIHFWLYHQHVV#UHSRUWLQJ#LQ#WKLV#VDIHW\#RUJDQL]DWLRQ/#ZH#UHFRPPHQGHG#
WKDW#WKH#GHJUHH#RI#FRPSOLDQFH#EH#UHSRUWHG#LQ#WKH#'HSDUWPHQW·V#
DQQXDO#UHSRUW1

&RUUHFWLYH#DFWLRQ 6.74 6LQFH#WKHUH#LV#QR#IRUPDO#PRQLWRULQJ#V\VWHP#LQ#SODFH/#WKH#2)0#LV#
QRW#LQ#D#SRVLWLRQ#WR#WDNH#FRUUHFWLYH#DFWLRQ#ZKHUH#QRQ0FRPSOLDQFH#KDV#
RFFXUUHG1

)LUH#VWDWLVWLFV 6.75 7KH#UHSRUWLQJ#RI#ILUHV#LV#FULWLFDO#WR#WKH#GHYHORSPHQW#DQG#
PHDVXUHPHQW#RI#HYHU\#ORFDO#DQG#SURYLQFLDO#SURJUDP#GHDOLQJ#ZLWK#ILUH#
VDIHW\1#(TXDOO\#LPSRUWDQW#DV#WKH#VXEPLWWLQJ#RI#ILUH#DQG#LQVXUDQFH#UHSRUWV/#
LV#WKH#LQSXWWLQJ#RI#WKLV#LQIRUPDWLRQ#LQWR#WKH#)LUH#5HSRUWLQJ#6\VWHP#RQ#D#
FRQVLVWHQW#DQG#UHJXODU#EDVLV#E\#2)0#VWDII1#
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
6.76 ,Q#5334/#WKH#2)0#XSGDWHG#WKH#)LUH#5HSRUWLQJ#6\VWHP#ZLWK#ILYH#
\HDUV#RI#ILUH#UHSRUWV#+4<<905333,1#7KH#DQQXDO#UHSRUW#WR#WKH#0LQLVWHU#
FDQQRW#EH#SUHSDUHG#XQOHVV#WKHVH#VWDWLVWLFV#DUH#LQ#WKH#V\VWHP1#:H#
FRPPHQG#WKH#2)0#IRU#JHWWLQJ#WKH#VWDWLVWLFV#XS#WR#GDWH/#KRZHYHU/#D#
ILYH0\HDU#EDFNORJ#LV#H[FHVVLYH1#$OWKRXJK#WKH#4<<905333#VWDWLVWLFV#KDYH#
EHHQ#XSGDWHG/#WKH#0LQLVWHU#VWLOO#KDV#QRW#UHFHLYHG#DQ#DQQXDO#UHSRUW#IRU#
WKHVH#\HDUV1#

6.77 )LYH#\HDUV#LV#D#YHU\#ORQJ#WLPH#IRU#ILUH#GHSDUWPHQWV#WR#JR#ZLWKRXW#
KDYLQJ#DQ\#VWDWLVWLFDO#UHSRUWV1#)LUH#GHSDUWPHQWV#DUH#RQO\#LQIRUPHG#RI#WKH#
GROODU#ORVVHV#UHVXOWLQJ#IURP#ILUHV#LQ#WKHLU#DUHDV#E\#ZD\#RI#WKH#2)0·V#
VWDWLVWLFDO#UHSRUWV1#,W#LV#LPSRUWDQW#WR#KDYH#XS0WR0GDWH#VWDWLVWLFV#IRU#
DQDO\]LQJ#ILUH#WUHQGV/#SUREOHPV#DQG#HPHUJLQJ#LVVXHV1#,QIRUPDWLRQ#
FROOHFWHG#\HDUO\#DVVLVWV#LQ#DUHDV#VXFK#DV#SXEOLF#HGXFDWLRQ#SODQQLQJ#DQG#
LGHQWLI\LQJ#WUHQGV#LQ#ILUH#ORVV1

6.78 6LQFH#WKH#ILYH#\HDUV#RI#ILUH#UHSRUWV#KDYH#EHHQ#LQSXW#LQWR#WKH#)LUH#
5HSRUWLQJ#6\VWHP/#WKH#ILUH#UHSRUWV#KDYH#EHJXQ#SLOLQJ#XS#RQFH#DJDLQ1#7KH#
DGPLQLVWUDWLYH#VXSSRUW#VWDII#RQO\#LQSXW#WKHP#LQWR#WKH#V\VWHP#ZKHQ#WKH\#
KDYH#´QRWKLQJ#HOVH#WR#GRµ1#

6.79 $#IHZ#RI#WKH#ODUJHU#PXQLFLSDO#ILUH#GHSDUWPHQWV#KDYH#WKH#
FDSDELOLW\#RI#KDYLQJ#WKHLU#ILUH#UHSRUWV#GRZQORDGHG#E\#WKH#2)0#DV#WKHVH#
ILUH#GHSDUWPHQWV#KDYH#VRIWZDUH#FRPSDWLEOH#ZLWK#WKH#)LUH#5HSRUWLQJ#
6\VWHP#DW#WKH#2)01#$Q#LQWHUQHW#YHUVLRQ#RI#WKH#)LUH#5HSRUWLQJ#6\VWHP#
IRU#ILUH#GHSDUWPHQWV#ZRXOG#EH#RI#JUHDW#DVVLVWDQFH#LQ#SURYLGLQJ#PRUH#XS0
WR0GDWH#DQG#DFFXUDWH#ILUH#VWDWLVWLFV1#,W#ZRXOG#DOVR#UHGXFH#WKH#LQHIILFLHQFLHV#
RI#NH\LQJ#LQIRUPDWLRQ#LQWR#WKH#)LUH#5HSRUWLQJ#6\VWHP#IURP#PDQXDO#ILUH#
UHSRUWV#DQG#ZRXOG#DOORZ#PRUH#WLPH#IRU#TXDOLW\#FRQWURO1#7KLV#KDV#EHHQ#RQ#
WKH#DJHQGD#IRU#D#IHZ#\HDUV#QRZ#EXW#QR#SURJUHVV#KDV#EHHQ#PDGH1

5HFRPPHQGDWLRQV 6.80 :H#UHFRPPHQGHG#WKH#2)0#JHW#DOO#RI#WKH#ILUH#UHSRUWV#LQWR#WKH#
)LUH#5HSRUWLQJ#6\VWHP#RQ#D#WLPHO\#EDVLV#DQG#HQVXUH#WKH\#DUH#NHSW#XS#
WR#GDWH1#

6.81 :H#UHFRPPHQGHG#WKH#2)0#UHYLHZ#WKH#EHQHILWV#DQG#FRVWV#RI#
LPSOHPHQWLQJ#DQ#,QWHUQHW#YHUVLRQ#RI#WKH#)LUH#5HSRUWLQJ#6\VWHP#IRU#
XVH#E\#ILUH#GHSDUWPHQWV1

'HSDUWPHQWDO#UHVSRQVH 6.82 &RPSOLDQFH#ZLWK#WKH#)LUH#3UHYHQWLRQ#$FW#LV#WR#EH#LQFRUSRUDWHG#
DV#SDUW#RI#RXU#SODQ#GHYHORSPHQW#H[HUFLVH1#$Q#$QQXDO#5HSRUW#ZLOO#EH#
SURYLGHG#WR#WKH#0LQLVWHU#VXSSRUWHG#E\#D#PRUH#SURDFWLYH#PRQLWRULQJ#RI#
ILUH#UHSRUWV#DQG#WLPHO\#ILOLQJ#RI#EXLOGLQJ#SODQV1#(QKDQFHPHQWV#SUHVHQWO\#
EHLQJ#LQFRUSRUDWHG#LQWR#WKH#ILUH0UHSRUWLQJ#V\VWHP/#ZLOO#EH#,QWHUQHW0
DFFHVVLEOH/#FRPSOLDQW/#DQG#HQVXUH#ILOH2GDWH#GHOLYHU\#ZLOO#EH#PRUH#FORVHO\#
PRQLWRUHG1

&RQFOXVLRQ 6.83 7KLV#FULWHULRQ#ZDV#QRW#PHW1#7KH#)LUH#0DUVKDO#KDV#QRW#WDNHQ#D#
SURDFWLYH#UROH#ZLWK#UHVSHFW#WR#VHFWLRQ#5+4,#RI#WKH#$FW1#7KHUH#DUH#QR#
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
IRUPDO#PRQLWRULQJ#RU#UHSRUWLQJ#V\VWHPV#LQ#SODFH#WR#GHWHFW#RU#UHSRUW#RQ#
QRQ0FRPSOLDQFH#ZLWK#WKH#$FW1#$QG#OLWWOH/#LI#DQ\WKLQJ/#H[LVWV#IRU#D#IRUPDO#
FRUUHFWLYH#SURFHVV#LQ#FDVHV#ZKHUH#QRQ0FRPSOLDQFH#KDV#RFFXUUHG1#$V#D#
UHVXOW/#ILUH#DQG#LQVXUDQFH#UHSRUWV#DUH#QRW#EHLQJ#VXEPLWWHG#RQ#WLPH#RU#
VRPHWLPHV#QRW#DW#DOO1#7KLV#DIIHFWV#WKH#WLPHOLQHVV#DQG#FRPSOHWHQHVV#RI#WKH#
2)0·V#VWDWLVWLFDO#UHSRUWV#WKDW#DUH#XVHG#WR#LGHQWLI\#ILUH#WUHQGV#DQG#WDUJHW#
SXEOLF#HGXFDWLRQ#SURJUDPV1#0DQ\#EXLOGLQJ#SODQV#WKDW#DUH#UHTXLUHG#WR#EH#
ILOHG#ZLWK#WKH#2)0#RIWHQ#DUH#QRW#DQG/#WKHUHIRUH/#FDQQRW#EH#UHYLHZHG#WR#
HQVXUH#WKH\#DUH#GHVLJQHG#ZLWK#WKH#DSSURSULDWH#ILUH#VDIHW\#SUHFDXWLRQV1#
3DLG#ILUHILJKWHUV#RIWHQ#UHFHLYH#WUDLQLQJ#ZLWKRXW#LQSXW#IURP#WKH#2)01#,W#LV#
LPSRUWDQW#WKDW#DOO#ILUHILJKWHUV#LQ#WKH#3URYLQFH#UHFHLYH#FRQVLVWHQW#DQG#
SURSHU#WUDLQLQJ#IRU#WKHLU#RZQ#VDIHW\#DQG#WKH#VDIHW\#RI#RWKHUV1#

+XPDQ#UHVRXUFHV

'HILQLQJ#VWDIILQJ#QHHGV#DQG#
SUHSDULQJ#DFWLRQ#SODQV#WR#
DGGUHVV#WKRVH#QHHGV

1R#V\VWHPV#LQ#SODFH#WR#GHILQH#
VWDIILQJ#QHHGV

6.84 2XU#ILUVW#WZR#FULWHULD#XQGHU#KXPDQ#UHVRXUFHV#ZHUH=

6WDIILQJ#QHHGV#VKRXOG#EH#FOHDUO\#GHILQHG/#DQG

$FWLRQ#SODQV#VKRXOG#EH#SUHSDUHG#WR#HQVXUH#VWDIILQJ#QHHGV#DUH#
PHW1

6.85 7KURXJK#RXU#DXGLW#ZRUN/#ZH#GHWHUPLQHG#WKDW#QHLWKHU#WKH#
'HSDUWPHQW#QRU#2)0#KDV#GHYLVHG#D#V\VWHP#WR#GHILQH#WKH#2)0·V#VWDIILQJ#
QHHGV1#7KH\#KDYH#QRW#V\VWHPDWLFDOO\#UHYLHZHG#WKH#VHUYLFHV#WKH#2)0#
SURYLGHV#+DQG#WKH#OHYHO#WR#ZKLFK#WKH\#DUH#SURYLGHG,#DQG#WKH#QXPEHU#RI#
TXDOLILHG#VWDII#UHTXLUHG#WR#SURSHUO\#GHOLYHU#WKHP1#:RUN#KDV#JHQHUDOO\#
EHHQ#DVVLJQHG#WR#HPSOR\HHV#EDVHG#RQ#KLVWRULF#SUDFWLFH1

'RHV#WKH#2)0#UHTXLUH#
DGGLWLRQDO#VWDII"

6.86 'XULQJ#RXU#DXGLW#ZRUN/#VWDII#H[SUHVVHG#YDULRXV#FRQFHUQV#
UHJDUGLQJ#WKHLU#ZRUNORDGV#DQG#WKH#FXUUHQW#VWDIILQJ#VLWXDWLRQ1#)URP#WKH#
RSHQLQJ#PHHWLQJ#RI#RXU#DXGLW/#GHSDUWPHQWDO#RIILFLDOV#DSSHDUHG#WR#EH#RI#
WKH#RSLQLRQ#WKDW#WKH#2)0#UHTXLUHG#PRUH#UHVRXUFHV1#%XW/#ZLWK#WKH#
H[FHSWLRQ#RI#UHFRJQL]LQJ#WKH#QHHG#WR#KLUH#DQ#DGGLWLRQDO#SODQ#UHYLHZ#
RIILFHU#WR#DVVLVW#ZLWK#WKH#ODUJH#QXPEHU#RI#SODQ#UHYLHZV#IRU#WKH#3URYLQFH/#
DGGLWLRQDO#VWDII#KDV#QRW#EHHQ#UHTXHVWHG1#:H#QRWHG#VRPH#DUHDV#RI#FRQFHUQ#
RXUVHOYHV1#7KH\#LQFOXGH#WKH#IROORZLQJ=

• 7KHUH#DUH#8/:45#RSHQ#LQVSHFWLRQ#ILOHV#IRU#WKH#2)0#DQG#RQO\#6/833#
LQVSHFWLRQV#ZHUH#SHUIRUPHG#RYHUDOO#LQ#5334/#LQFOXGLQJ#UH0
LQVSHFWLRQV1#,I#WKH#UH0LQVSHFWLRQ#IDFWRU#RI#DSSUR[LPDWHO\#73(#LV#
UHPRYHG/#RQO\#5/833#QHZ#LQVSHFWLRQV#ZHUH#SHUIRUPHG#LQ#53341#
´2SHQµ#LQVSHFWLRQ#ILOHV#DUH#DOO#WKH#EXLOGLQJV#WKH#2)0#KDV#RQ#LWV#OLVW#
WR#LQVSHFW1#6WDII#ZHUH#XQDEOH#WR#WHOO#XV#KRZ#PDQ\#RI#WKH#8/:45#ILOHV#
ZHUH#DQQXDO#LQVSHFWLRQV#EXW#HVWLPDWHG#WKDW#WKH#PDMRULW\#DUH1#2Q#WKH#
EDVLV#WKDW#WKH#PDMRULW\#RI#WKH#ILOHV#DUH#DQQXDO#LQVSHFWLRQV/#WKH#2)0#LV#
DSSUR[LPDWHO\#516#\HDUV#EHKLQG#LQ#WKHLU#LQVSHFWLRQV1#7KH#8/:45#ILOHV#
LQFOXGH#VXFK#EXLOGLQJV#DV#VFKRROV/#QXUVLQJ#KRPHV2VSHFLDO#FDUH#
KRPHV/#GD\FDUHV/#DSDUWPHQWV/#FKXUFKHV/#RIILFHV/#UHVWDXUDQWV/#VWRUHV/#
KRWHOV/#KRVSLWDOV#DQG#DUHQDV1#7KHVH#DUH#EXLOGLQJV#WKDW#DUH#WR#EH#
LQVSHFWHG#IRU#OLFHQVLQJ#SXUSRVHV/#DFFUHGLWDWLRQ#SXUSRVHV/#XQGHU#
DJUHHPHQWV#ZLWK#JRYHUQPHQW#GHSDUWPHQWV#+IRU#H[DPSOH/#VFKRROV,/#RU#
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
DFFRUGLQJ#WR#WKH#2)0·V#RZQ#LQWHUQDO#SROLF\1#:H#ZHUH#LQIRUPHG#WKDW#
LQVSHFWLRQV#DUH#SHUIRUPHG#RQ#D#SULRULW\#EDVLV#²#KLJKHVW#SULRULW\#LV#
SODFHG#RQ#WKRVH#LQVSHFWLRQV#IRU#OLFHQVLQJ#DQG#DFFUHGLWDWLRQ#SXUSRVHV#
DV#ZHOO#DV#WKRVH#XQGHU#DJUHHPHQWV#ZLWK#JRYHUQPHQW#GHSDUWPHQWV1

• :RUN#LV#XQHYHQO\#GLVWULEXWHG#DPRQJ#WKH#$VVLVWDQW#)LUH#0DUVKDOV#
+$)0,1#2QH#$)0#KDV#7:5#RSHQ#LQVSHFWLRQ#ILOHV#ZKLOH#DQRWKHU#KDV#
;:<1#7KH#QXPEHU#RI#DFWXDO#LQVSHFWLRQV#SHUIRUPHG#E\#WKH#$)0V#LQ#
5334#UDQJHG#IURP#573#WR#9661#

• (DFK#$)0#LV#UHVSRQVLEOH#WR#SHUIRUP#WKHLU#GXWLHV#ZLWKLQ#RQH#RI#HLJKW#
UHJLRQV1#7KH#WUDYHO#GLVWDQFHV#ZLWKLQ#WKH#UHJLRQV#YDU\#ZLGHO\#IURP#
RQH#$)0#WR#DQRWKHU1#7KH#GLVWDQFHV#UDQJH#DQ\ZKHUH#IURP#;3#NP#WR#
483#NP1#7KH#$)0#ZLWK#WKH#ODUJHVW#QXPEHU#RI#LQVSHFWLRQ#ILOHV#DOVR#
KDV#WKH#ORQJHVW#GLVWDQFH#WR#WUDYHO#ZKLOH#WKH#$)0#ZLWK#WKH#VPDOOHVW#
QXPEHU#RI#ILOHV#KDV#WKH#VKRUWHVW#GLVWDQFH#WR#WUDYHO1

• 0RVW#$)0V#LQIRUPHG#XV#WKH\#GR#QRW#KDYH#WKH#WLPH#WR#DGGUHVV#SXEOLF#
HGXFDWLRQ#RU#WR#VXSSRUW#ILUH#GHSDUWPHQWV#WR#WKH#GHJUHH#WKH\#ZRXOG#
OLNH#WR1#%RWK#RI#WKHVH#IXQFWLRQV#DUH#FRPSRQHQWV#RI#WKHLU#MRE#
UHVSRQVLELOLWLHV1

• 7KH#WZR#SODQ#UHYLHZ#RIILFHUV#RQO\#KDYH#WLPH#WR#UHYLHZ#SODQV#WKDW#
KDYH#EHHQ#ILOHG>#WKH\#GR#QRW#IROORZ#XS#RQ#SODQV#WKDW#VKRXOG#KDYH#
EHHQ#ILOHG#EXW#ZHUH#QRW1

• 7KH#)LUH#0DUVKDO#EHOLHYHV#WKDW#PRUH#WKDQ#RQH#SHUVRQ#LV#UHTXLUHG#WR#
SHUIRUP#WKH#SXEOLF#HGXFDWLRQ#IXQFWLRQ#ZLWKLQ#WKH#2)01

• 2QO\#DERXW#43(#RI#WKH#5334#ILUH#UHSRUWV#DQG#QRQH#RI#WKH#5335#ILUH#
UHSRUWV#KDG#EHHQ#LQSXW#LQWR#WKH#V\VWHP#DW#WKH#WLPH#RI#RXU#ILHOGZRUN1#
7KH#0LQLVWHU#KDV#QRW#UHFHLYHG#DQ#DQQXDO#UHSRUW#VLQFH#4<<81#

• 6WDII#LQIRUPHG#XV#WKDW#WKHUH#DUH#LQVXIILFLHQW#UHVRXUFHV#WR#GHGLFDWH#WR#
UHYLHZLQJ#WKH#$FW#IRU#DGGLWLRQDO#FKDQJHV1

• )LUH#GHSDUWPHQWV#ZHUH#WROG#E\#WKH#2)0#QRW#WR#VHQG#LQ#ILUH#
LQYHVWLJDWLRQ#UHSRUWV/#ILUH#LQVSHFWLRQ#UHSRUWV/#RU#ILUH#RUGHUV#XQOHVV#
WKH\#ZHUH#UHTXHVWHG#WR#GR#VR#DV#WKHUH#DUH#LQVXIILFLHQW#UHVRXUFHV#WR#
UHYLHZ#WKHP1#

• 7LPH#GHDGOLQHV#DV#VWLSXODWHG#LQ#WKH#$FW#DUH#QRW#PRQLWRUHG#E\#WKH#
2)01

• 7KH#2)0#EHJDQ#WR#DXGLW#WKH#ILUH#LQVSHFWRUV#ZLWKLQ#WKH#ILUH#
GHSDUWPHQWV#WR#HQVXUH#LQVSHFWLRQ#SURFHGXUHV#DUH#FRQVLVWHQWO\#DSSOLHG#
3URYLQFH0ZLGH/#EXW#2)0#VWDII#LQIRUPHG#XV#WKH\#ODFN#WKH#UHVRXUFHV#WR#
FRQWLQXH1
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9

 
n an 
ice, 

aff 
 

ve 
nt as 
6.87 7KH#FRQFHUQV#DGGUHVVHG#DERYH#PD\#LQGLFDWH#WKHUH#LV#D#QHHG#IRU#
DGGLWLRQDO#VWDII/#EXW#WKLV#PD\#QRW#QHFHVVDULO\#EH#WKH#FDVH1#7KHUH#FRXOG#EH#
RWKHU#IDFWRUV#LQYROYHG#DV#ZHOO/#VXFK#DV#ODFN#RI#ZRUN#SODQV/#ODFN#RI#
ZRUNORDG#PHDVXUHPHQW/#YDULRXV#DSSURDFKHV#WR#SODQQLQJ/#DQG#VR#RQ1#
7KHVH#FRQFHUQV#VXSSRUW#WKH#QHHG#IRU#D#ZRUN#PHDVXUHPHQW#VWXG\#WR#EH#
SHUIRUPHG#E\#WKH#'HSDUWPHQW1

&RQFOXVLRQ 6.88 7KHVH#FULWHULD#ZHUH#QRW#PHW1#6WDIILQJ#QHHGV#KDYH#QRW#EHHQ#FOHDUO\#
GHILQHG#DQG#WKHUH#LV#QR#V\VWHP#LQ#SODFH#WR#GHILQH#VWDIILQJ#QHHGV1

5HFRPPHQGDWLRQ 6.89 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#SHUIRUP#D#ZRUN#
PHDVXUHPHQW#VWXG\#WR#GHWHUPLQH#WKH#FRUUHFW#QXPEHU#RI#TXDOLILHG#
VWDII#UHTXLUHG#WR#SURSHUO\#GHOLYHU#WKH#VHUYLFHV#WKH#2)0#LV#PDQGDWHG#
WR#SURYLGH1#2QFH#WKLV#VWXG\#LV#FRPSOHWHG/#WKH#2)0/#LQ#FRRSHUDWLRQ#
ZLWK#WKH#+XPDQ#5HVRXUFHV#%UDQFK#RI#WKH#'HSDUWPHQW/#VKRXOG#
LPSOHPHQW#DQ#DFWLRQ#SODQ#WR#DGGUHVV#WKH#QHHGV#LGHQWLILHG1

'HSDUWPHQWDO#UHVSRQVH 6.90 #The Fire Marshal had only recently commenced his new duties
when the audit was conducted. As part of his new responsibilities and i
effort to ensure that we remain responsive to the needs of the Fire Serv
[we] have requested that he review the tasks that are currently being 
performed by his Office. This review will be done in consultation with st
and the Human Resources Branch. The purpose of the review will be to
identify any efficiency and effectiveness changes that will improve our 
service. However, if additional resource needs are identified, this will ha
to be considered in relation to the budget requirements of the departme
a whole.

-RE#VSHFLILFDWLRQV#DQG#
GHVFULSWLRQV

6.91 2XU#QH[W#FULWHULRQ#ZDV=

-RE#VSHFLILFDWLRQV#DQG#GHVFULSWLRQV#VKRXOG#EH#DYDLODEOH#WKDW#
RXWOLQH#MRE#UHVSRQVLELOLWLHV/#HGXFDWLRQDO#UHTXLUHPHQWV/#DQG#
ZRUN#H[SHULHQFH#UHTXLUHPHQWV1

6.92 ,Q#RUGHU#IRU#2)0#HPSOR\HHV#WR#SURSHUO\#GHOLYHU#SURYLQFLDO#ILUH#
SUHYHQWLRQ#DQG#SURWHFWLRQ#SURJUDPV#WKDW#DUH#GHGLFDWHG#WR#WKH#UHGXFWLRQ#RI#
ILUH#UHODWHG#ORVVHV#LQ#OLYHV/#LQMXU\/#DQG#SURSHUW\/#WKH\#PXVW#EH#IXOO\#
DZDUH#RI#WKHLU#MRE#GXWLHV1#:H#LQWHUYLHZHG#2)0#PDQDJHPHQW/#LQFOXGLQJ#
WKH#2)0·V#+XPDQ#5HVRXUFHV#$GYLVRU#ZLWKLQ#WKH#'HSDUWPHQW#RI#3XEOLF#
6DIHW\/#WR#GHWHUPLQH#WKH#H[LVWHQFH#RI#MRE#VSHFLILFDWLRQV#DQG#GHVFULSWLRQV#
DQG#ZKDW#WKH\#HQWDLO1#:H#UHYLHZHG#DOO#SRVLWLRQ#GHVFULSWLRQ#
TXHVWLRQQDLUHV#+3'4V,#DYDLODEOH#IRU#DOO#HPSOR\HHV#DV#ZHOO#DV#VHYHUDO#MRE#
DGV2#FRPSHWLWLRQV1#:H#DOVR#KDG#DOO#HPSOR\HHV#UHYLHZ#WKHLU#RZQ#3'4V#WR#
HQVXUH#WKH\#ZHUH#FXUUHQW#DQG#UHOHYDQW#JLYHQ#WKHLU#SUHVHQW#MRE#GXWLHV1

-RE#DGV2FRPSHWLWLRQV 6.93 $OO#MRE#DGV2FRPSHWLWLRQV#WKDW#ZHUH#H[DPLQHG#OLVWHG#MRE#GXWLHV/#
HGXFDWLRQDO#UHTXLUHPHQWV/#DQG#ZRUN#H[SHULHQFH#UHTXLUHPHQWV1

3RVLWLRQ#'HVFULSWLRQ#
4XHVWLRQQDLUHV#+3'4V,

6.94 3'4V#ZHUH#H[DPLQHG#IRU#DOO#SHUPDQHQW#VWDII1#$OO#3'4V#
FRQWDLQHG#MRE#GXWLHV/#HGXFDWLRQDO#UHTXLUHPHQWV/#DQG#ZRUN#H[SHULHQFH#
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
UHTXLUHPHQWV1#2QH#ZDV#LQ#´GUDIWµ#IRUP#DV#LW#KDG#QRW#EHHQ#XSGDWHG#IRU#D#
QXPEHU#RI#\HDUV1

6.95 :H#DVNHG#DOO#2)0#VWDII#WR#UHYLHZ#WKHLU#RZQ#3'4#IRU#DFFXUDF\#
DQG#WR#DVVHVV#ZKHWKHU#LW#LV#VWLOO#FXUUHQW1#$V#D#UHVXOW#RI#WKLV#UHYLHZ/#ZH#
GLVFRYHUHG#WKDW#WKUHH#3'4V#GLG#QRW#UHIOHFW#FXUUHQW#GXWLHV1#

5HFRPPHQGDWLRQ 6.96 :H#UHFRPPHQGHG#WKDW#DOO#3'4V#EH#UHYLHZHG#SHULRGLFDOO\#WR#
HQVXUH#WKH\#DUH#VWLOO#FXUUHQW#DQG#DUH#XSGDWHG#RU#UH0ZULWWHQ#ZKHUH#
WKH\#DUH#QRW1

'HSDUWPHQWDO#UHVSRQVH 6.97 7KH#GXWLHV#WR#EH#SHUIRUPHG#E\#HPSOR\HHV#ZLOO#EH#FOHDUO\#RXWOLQHG#
LQ#WKHLU#ZRUNSODQ#RU#MRE#GHVFULSWLRQ1#8QGHU#WKH#SHUIRUPDQFH#
PDQDJHPHQW#V\VWHP#WKDW#ZLOO#EH#LPSOHPHQWHG#LQ#WKH#QHZ#\HDU#WKURXJKRXW#
WKH#'HSDUWPHQW/#HPSOR\HHV#ZLOO#KDYH#WKH#RSSRUWXQLW\#WR#NHHS#WKHLU#
ZRUNSODQV#XS#WR#GDWH#VR#WKDW#WKH\#UHIOHFW#WKHLU#FXUUHQW#UHVSRQVLELOLWLHV1#$V#
VXJJHVWHG#LQ#WKH#UHSRUW/#WKLV#PHFKDQLVP#ZLOO#HQVXUH#WKDW#WKH#VWDII#DUH#
IXOO\#DZDUH#RI#WKHLU#MRE#GXWLHV1#7KH#QHZ#(PSOR\HH#'HYHORSPHQW#DQG#
$SSUDLVDO#6\VWHP#ZLOO#SURYLGH#D#PHFKDQLVP#WR#LQWHJUDWH#WKH#VWUDWHJLF#
JRDOV#RI#WKH#'HSDUWPHQW#LQWR#WKH#LQGLYLGXDO#ZRUN#SODQV1#(PSOR\HHV#ZLOO#
KDYH#FOHDUO\#GHILQHG#MRE#SHUIRUPDQFH#H[SHFWDWLRQV#DQG#ZLOO#UHFHLYH#RQ0
JRLQJ#IHHGEDFN#DERXW#WKHLU#SHUIRUPDQFH1#7KHLU#WUDLQLQJ#QHHGV#ZLOO#DOVR#
EH#LGHQWLILHG#WKURXJK#WKLV#V\VWHP1

&RQFOXVLRQ 6.98 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#$OO#SRVLWLRQ#GHVFULSWLRQ#
TXHVWLRQQDLUHV#+3'4V,#DQG#MRE#SRVWLQJV2FRPSHWLWLRQV#H[DPLQHG#RXWOLQHG#
MRE#UHVSRQVLELOLWLHV/#HGXFDWLRQDO#UHTXLUHPHQWV/#DQG#ZRUN#H[SHULHQFH#
UHTXLUHPHQWV#EXW#VRPH#3'4V#ZHUH#QRW#DFFXUDWH#DQG#QHHGHG#WR#EH#
XSGDWHG#RU#UH0ZULWWHQ1

$SSURSULDWH#HPSOR\PHQW#
VWDQGDUGV

6.99 2XU#QH[W#FULWHULRQ#ZDV=

7KH#2IILFH#RI#WKH#)LUH#0DUVKDO#VKRXOG#HQVXUH#WKDW#DOO#RI#LWV#
HPSOR\HHV#PHHW#DSSURSULDWH#HPSOR\PHQW#VWDQGDUGV1

6.100 7KLV#FULWHULRQ#ZDV#GLUHFWHG#DW#WKH#'HSDUWPHQW·V#UHFUXLWPHQW#
SUDFWLFHV1#:H#ZDQWHG#WR#GHWHUPLQH#ZKHWKHU#WKH#'HSDUWPHQW#KDG#
PHFKDQLVPV#LQ#SODFH#WR#HQVXUH#WKDW#ZKHQ#LW#KLUHV#QHZ#2)0#HPSOR\HHV/#
WKHVH#HPSOR\HHV#PHHW#DSSURSULDWH#VWDQGDUGV1

6.101 (PSOR\PHQW#VWDQGDUGV#IRU#SXUSRVHV#RI#WKLV#FULWHULRQ#LQFOXGH#WKH#
TXDOLILFDWLRQV/#HGXFDWLRQDO#EDFNJURXQGV/#DQG#ZRUN#H[SHULHQFH#
UHTXLUHPHQWV#WKH#GHVLUHG#FDQGLGDWHV#VKRXOG#SRVVHVV1#:H#SURFHHGHG#E\#
H[DPLQLQJ#WKH#SURFHVV#IRU#KLULQJ#VL[#RI#WKH#VHYHQWHHQ#HPSOR\HHV1

'LG#FDQGLGDWHV#PHHW#
DSSURSULDWH#HPSOR\PHQW#
VWDQGDUGV"

6.102 ,Q#WKUHH#RI#WKH#VL[#FDVHV#ZH#H[DPLQHG/#LW#VHHPHG#FOHDU#WKDW#WKH#
PRVW#TXDOLILHG#FDQGLGDWHV#ZHUH#FKRVHQ#IRU#WKH#MRE1#7KH#VXFFHVVIXO#
FDQGLGDWHV#DSSHDUHG#WR#EH#WKH#PRVW#TXDOLILHG#DPRQJ#DOO#FDQGLGDWHV#ZKR#
DSSOLHG#DQG#WKH\#PHW#WKH#HPSOR\PHQW#VWDQGDUGV#IRU#WKH#MRE1#+RZHYHU/#LQ#
WKUHH#LQVWDQFHV#WKH#HPSOR\PHQW#VWDQGDUGV#KDG#WR#EH#ORZHUHG1
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
6.103 ,Q#WKH#ILUVW#FDVH/#WKHUH#ZHUH#QR#DSSOLFDQWV#ZLWK#WKH#UHTXLUHG#\HDUV#
RI#H[SHULHQFH1#,Q#WKH#VHFRQG#FDVH/#WKH#KLJKHVW0UDWHG#FDQGLGDWH#GLG#QRW#
KDYH#WKH#UHTXLUHG#\HDUV#RI#H[SHULHQFH#RU#EDFNJURXQG#DQG#GLG#QRW#
GHPRQVWUDWH#WHFKQLFDO#FRPSHWHQFH1#,Q#WKH#WKLUG#FDVH/#WKH#LQGLYLGXDO#ZKR#
ZDV#KLUHG#ODFNHG#ERWK#WKH#H[SHULHQFH#DQG#HGXFDWLRQDO#UHTXLUHPHQWV#IRU#
WKH#MRE1

6.104 7KH#IDFW#WKDW#LQGLYLGXDOV#DUH#EHLQJ#KLUHG#ZKR#GR#QRW#PHHW#WKH#IXOO#
HPSOR\PHQW#VWDQGDUGV#IRU#WKH#MRE#LV#RI#FRQFHUQ#WR#XV1#7KLV#LV#HVSHFLDOO\#
VR#LQ#WKH#DUHD#RI#SXEOLF#VDIHW\1#+LULQJ#LQH[SHULHQFHG#VWDII#PD\#KDYH#D#
GLUHFW#LPSDFW#RQ#KHDOWK#DQG#VDIHW\/#HVSHFLDOO\#LQ#WKH#LQLWLDO#VWDJHV#RI#
HPSOR\PHQW1#:H#GR#UHFRJQL]H/#KRZHYHU/#WKDW#WKH#'HSDUWPHQW#KDV#D#
SURFHVV#RI#PHQWRULQJ#DQG#RQ0WKH0MRE#WUDLQLQJ#GHVLJQHG#WR#HQVXUH#
HPSOR\HHV#DUH#IXQFWLRQDO#LQ#WKHLU#MREV1

5HFRPPHQGDWLRQ 6.105 :H#UHFRPPHQGHG#WKDW#HPSOR\PHQW#VWDQGDUGV#QRW#EH#ORZHUHG#
WR#PHHW#WKH#TXDOLILFDWLRQV#RI#WKH#H[LVWLQJ#DSSOLFDQWV1#

&RPPHQWV#RQ#ILUH#VHUYLFH#
EDFNJURXQG

6.106 :KHWKHU#RU#QRW#DQ#$)0#VKRXOG#KDYH#D#ILUH#VHUYLFH#EDFNJURXQG#LV#
D#GHEDWDEOH#WRSLF#ZLWKLQ#WKH#2)0#DQG#ILUH#GHSDUWPHQWV1#2IWHQ/#WKH#
FRPSHWLWLRQ#ZLOO#VWDWH#WKDW#D#ILUH#EDFNJURXQG#LV#´GHVLUDEOHµ1#)RXU#RI#WKH#
HLJKW#$)0V#KDYH#D#ILUH#EDFNJURXQG1#&XUUHQWO\/#WKH#EXON#RI#WKH#$)0·V#
ZRUN#LQYROYHV#ILUH#LQVSHFWLRQV#ZKLFK#UHTXLUHV#D#WHFKQLFDO#EDFNJURXQG1#
$V#SDUW#RI#WKHLU#MRE#GXWLHV#WKH\#DUH#DOVR#WR#SHUIRUP#ILUH#LQYHVWLJDWLRQV/#
FRRUGLQDWH#SXEOLF#HGXFDWLRQ#SURJUDPV/#DQG#VXSSRUW#ILUH#GHSDUWPHQWV1#,W#
FRXOG#EH#DUJXHG#WKDW#D#ILUH#EDFNJURXQG#LV#UHTXLUHG#IRU#WKHVH#GXWLHV1#
1XPHURXV#SHRSOH#WROG#XV#WKDW#KDYLQJ#D#ILUH#VHUYLFH#EDFNJURXQG#JUHDWO\#
KHOSV#LQ#D#ILUH#LQYHVWLJDWLRQ1#%XW/#ZH#DUH#QRW#LQ#D#SRVLWLRQ#WR#GHWHUPLQH#
ZKHWKHU#RU#QRW#D#ILUH#VHUYLFH#EDFNJURXQG#LV#HVVHQWLDO1#

5HFRPPHQGDWLRQ 6.107 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW22)0#ORRN#LQWR#ZKHWKHU#D#
ILUH#VHUYLFH#EDFNJURXQG#LV#D#GHVLUDEOH#RU#DQ#HVVHQWLDO#UHTXLUHPHQW#RI#
WKH#$)0#SRVLWLRQ1

'HSDUWPHQWDO#UHVSRQVH 6.108 6LQFH#WKH#'HSDUWPHQW#RI#3XEOLF#6DIHW\#ZDV#FUHDWHG#LQ#$SULO#5333/#
ZH#KDYH#PDGH#VLJQLILFDQW#LPSURYHPHQWV#LQ#RXU#KXPDQ#UHVRXUFH#
PDQDJHPHQW#SUDFWLFHV1#$PRQJ#RXU#RWKHU#WKLQJV/#ZH#KDYH#IRUPDOO\#
GRFXPHQWHG#RXU#UHFUXLWPHQW#SURFHVV#IURP#VWDUW#WR#ILQLVK#LQFOXGLQJ#WKH#
VFUHHQLQJ#RI#DSSOLFDQWV#DQG#WKH#YHULILFDWLRQ#RI#UHIHUHQFHV1#

&RQFOXVLRQ 6.109 7KLV#FULWHULRQ#ZDV#QRW#PHW1#:H#IRXQG#WKUHH#LQVWDQFHV#RXW#RI#VL[#
ZKHUH#WKH#VXFFHVVIXO#FDQGLGDWH#GLG#QRW#PHHW#WKH#HPSOR\PHQW#VWDQGDUGV#
IRU#WKH#MRE1#2)0#HPSOR\HHV#GHDO#ZLWK#WKH#SURWHFWLRQ#RI#OLYHV#DV#SDUW#RI#
WKHLU#HYHU\GD\#MRE#IXQFWLRQ1#*LYHQ#WKDW/#LW#LV#RI#XWPRVW#LPSRUWDQFH#WKDW#
HPSOR\HHV#DUH#KLUHG#WKDW#PHHW#WKH#IXOO#HPSOR\PHQW#VWDQGDUGV#IRU#WKH#MRE1

$GHTXDWH#WUDLQLQJ 6.110 2XU#QH[W#FULWHULRQ#ZDV=
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
7KH#2IILFH#RI#WKH#)LUH#0DUVKDO#VKRXOG#HQVXUH#WKDW#DOO#ILUH#
LQVSHFWRUV/#ILUH#LQYHVWLJDWRUV/#DQG#SODQ#UHYLHZHUV#DUH#
DGHTXDWHO\#WUDLQHG1

6.111 0DQ\#SHRSOH#DFW#RQ#EHKDOI#RI#WKH#)LUH#0DUVKDO#DV#D#UHVXOW#RI#
WKHLU#DSSRLQWPHQWV#XQGHU#WKH#$FW>#WKHUHIRUH/#LW#LV#LPSRUWDQW#WKDW#WKH#2)0#
HQVXUH#WKDW#DOO#RI#WKHVH#SHRSOH#DUH#DGHTXDWHO\#DQG#SURSHUO\#WUDLQHG1#

6.112 7KLV#FULWHULRQ#H[WHQGV#RXWVLGH#WKH#2)01#,W#DSSOLHV#WR#WKH#2)0·V#
SURFHVV#IRU#HQVXULQJ#DGHTXDWH#WUDLQLQJ#IRU#DOO#ILUH#LQVSHFWRUV#DQG#ILUH#
LQYHVWLJDWRUV#LQ#WKH#3URYLQFH/#QRW#MXVW#WKRVH#ZLWKLQ#WKH#2)01#6RPH#ILUH#
GHSDUWPHQWV#KDYH#WKHLU#RZQ#ILUH#LQVSHFWRUV#DQG#ILUH#LQYHVWLJDWRUV#ZKR#DFW#
XQGHU#DSSRLQWPHQWV#LVVXHG#E\#WKH#)LUH#0DUVKDO1#

6.113 :H#LQWHUYLHZHG#2)0#PDQDJHPHQW/#LQFOXGLQJ#WKH#2)0·V#
+XPDQ#5HVRXUFHV#$GYLVRU#ZLWKLQ#WKH#'HSDUWPHQW#RI#3XEOLF#6DIHW\/#DQG#
ZH#VXUYH\HG#2)0#VWDII1#:H#DOVR#UHYLHZHG#FRXUVH#GRFXPHQWDWLRQ/#
HPSOR\HH#SHUIRUPDQFH#DSSUDLVDO#IRUPV/#DQG#HPSOR\HH#SHUVRQQHO#ILOHV#
IRU#HYLGHQFH#RI#SURSHU#WUDLQLQJ1#

)LUH#LQVSHFWRUV 6.114 %\#WKH#DXWKRULW\#RI#WKH#)LUH#0DUVKDO/#ILUH#LQVSHFWRUV#LQVSHFW#
FODVVHV#RI#SXEOLF#DQG#SULYDWHO\#RZQHG#EXLOGLQJV/#DV#VSHFLILHG#LQ#WKH#)LUH#
3UHYHQWLRQ#$FW1#7KH\#GR#VR#RQ#D#VFKHGXOHG#IUHTXHQF\/#XSRQ#WKH#UHFHLSW#
RI#D#FRPSODLQW/#RU#RQ#UHTXHVW#WR#HQVXUH#FRPSOLDQFH#ZLWK#ILUH#VDIHW\#LVVXHV#
LGHQWLILHG#LQ#WKH#1DWLRQDO#%XLOGLQJ#&RGH/#WKH#1DWLRQDO#)LUH#&RGH/#DQG#
SURYLQFLDO#OHJLVODWLRQ#DQG#SROLF\1#)LUH#LQVSHFWRUV#PD\#LVVXH#)LUH#
0DUVKDO·V#RUGHUV#WR#EXLOGLQJ#RZQHUV#RU#DJHQWV#WR#FRPSO\#ZLWK#FRGHV#DQG#
OHJLVODWLRQ#ZKHQ#YLRODWLRQV#DUH#LGHQWLILHG1#

6.115 )LUH#LQVSHFWRUV#KDYH#EHHQ#DSSRLQWHG#DV#HLWKHU#ILUH#SUHYHQWLRQ#
RIILFHUV#+)32V,#RU#ORFDO#DVVLVWDQWV#+/$V,#XQGHU#WKH#$FW1#%RWK#
DSSRLQWPHQWV#HQWLWOH#WKH#DSSRLQWHH#WR#DFW#RQ#EHKDOI#RI#WKH#)LUH#0DUVKDO#
IRU#VHYHUDO#VHFWLRQV#RI#WKH#$FW/#LQFOXGLQJ#WKRVH#VHFWLRQV#UHODWLQJ#
VSHFLILFDOO\#WR#ILUH#LQVSHFWLRQV1#)LUH#LQVSHFWRUV#ZLWKLQ#WKH#2)0#DUH#)32V#
+WKH#HLJKW#$)0V,/#ZKLOH#WKRVH#ZLWKLQ#ILUH#GHSDUWPHQWV#DUH#HLWKHU#/$V#RU#
)32V1#/$V#DUH#JHQHUDOO\#ILUH#FKLHIV#RU#GHSXW\#ILUH#FKLHIV1#7KH#ILUH#
GHSDUWPHQWV#WKDW#KDYH#ILUH#LQVSHFWRUV#DUH#JHQHUDOO\#WKRVH#ZLWKLQ#WKH#FLWLHV#
DQG#D#FRXSOH#RI#WRZQV1

2)0#ILUH#LQVSHFWRUV#+$)0V, 6.116 7R#UHFHLYH#DQ#DSSRLQWPHQW#DV#D#ILUH#SUHYHQWLRQ#RIILFHU#WKH#$)0#
PXVW#WDNH#DQ#DZDUHQHVV#VHVVLRQ#RQ#WKH#$FW#SXW#RQ#E\#WKH#2)01#7KH#
VHVVLRQ#LV#DSSUR[LPDWHO\#WKUHH#WR#IRXU#KRXUV#LQ#GXUDWLRQ1#$)0V#DUH#DOVR#
WR#KROG#D#&HUWLILHG#(QJLQHHULQJ#7HFKQRORJ\#FHUWLILFDWH#RU#EH#D#
MRXUQH\PDQ#LQ#D#UHODWHG#WUDGH/#DV#ZHOO#DV#KDYH#H[SHULHQFH#LQ#ILUH#
LQVSHFWLRQV#RU#EXLOGLQJ#LQVSHFWLRQV#RI#SXEOLF#EXLOGLQJV1#,I#WKH\#ODFN#WKH#
GHVLUHG#OHYHO#RI#H[SHULHQFH/#RQ0WKH0MRE#WUDLQLQJ#DQG#PHQWRULQJ#LV#
SHUIRUPHG1#2Q#D#FRXSOH#RI#RFFDVLRQV/#WKH#2)0#KDV#EURXJKW#EDFN#UHWLUHG#
HPSOR\HHV#RI#WKH#2)0#WR#KHOS#WUDLQ#WKH#QHZ#$)0V1#7KH#$)0V·#
PDQDJHU#LV#UHDGLO\#DFFHVVLEOH#WR#WKHP1
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
6.117 7KH#2)0#GRHV#QRW#RIIHU#WUDLQLQJ#RQ#WKH#1DWLRQDO#%XLOGLQJ#RU#
)LUH#&RGHV>#WKHUHIRUH/#DOO#$)0V#DUH#HQUROOHG#LQ#EXLOGLQJ#FRGHV#WUDLQLQJ#
ZLWK#WKH#1HZ#%UXQVZLFN#%XLOGLQJ#2IILFLDOV#$VVRFLDWLRQ#XSRQ#EHLQJ#
KLUHG1#

6.118 7HFKQLFDO#VHVVLRQV#DUH#FXUUHQWO\#KHOG#LQ0KRXVH#HYHU\#VL[#PRQWKV#
IRU#WKH#$)0V#DQG#WKH#SODQ#UHYLHZ#RIILFHUV#+352V,1#6RPHWLPHV#VSHDNHUV#
DUH#EURXJKW#LQ#WR#GLVFXVV#LPSRUWDQW#LVVXHV#RU#WR#JLYH#VSHFLILF#WUDLQLQJ#LQ#D#
FHUWDLQ#DUHD1#$)0V#DQG#352V#KDYH#WKH#RSSRUWXQLW\#WR#VXJJHVW#WRSLFV#IRU#
GLVFXVVLRQ1#

6.119 :H#FRPPHQG#WKH#2)0#IRU#KROGLQJ#WKHVH#VHVVLRQV>#LW#LV#
LPSRUWDQW#WKDW#HPSOR\HHV#EH#EURXJKW#WRJHWKHU#SHULRGLFDOO\#WR#GLVFXVV#
FXUUHQW#LVVXHV#DQG#WRSLFV#DQG#UHFHLYH#WUDLQLQJ#DV#D#JURXS1#+RZHYHU/#
RWKHU#2)0#VWDII#PD\#EHQHILW#IURP#WKHVH#VHVVLRQV#DV#ZHOO/#VR#LW#PD\#EH#
DGYLVDEOH#WR#EURDGHQ#WKH#DXGLHQFH#IRU#WKHVH#VHVVLRQV1

5HFRPPHQGDWLRQ 6.120 :H#UHFRPPHQGHG#WKDW#WKH#2)0#FRQVLGHU#ZKHWKHU#WKH#
WHFKQLFDO#VHVVLRQV#KHOG#IRU#$)0V#DQG#352V#VKRXOG#EH#KHOG#PRUH#
IUHTXHQWO\#WKDQ#WZLFH#SHU#\HDU#DQG#ZKHWKHU#LW#ZRXOG#EH#EHQHILFLDO#WR#
LQFOXGH#DOO#VWDII1

)LUH#GHSDUWPHQW#ILUH#LQVSHFWRUV 6.121 7KH#WUDLQLQJ#UHTXLUHPHQWV#IRU#ILUH#GHSDUWPHQW#ILUH#LQVSHFWRUV#DUH#
OHVV#VWULQJHQW#WKDQ#IRU#2)0#ILUH#LQVSHFWRUV1#2WKHU#WKDQ#WKH#VDPH#LQLWLDO#
DZDUHQHVV#VHVVLRQ#RQ#WKH#$FW/#QHLWKHU#LQLWLDO#QRU#RQJRLQJ#WUDLQLQJ#UHODWHG#
WR#ILUH#LQVSHFWLRQV#LV#SURYLGHG#WR#ILUH#GHSDUWPHQWV#E\#WKH#2)01#:KLOH#
ZH#VHH#WKH#DZDUHQHVV#VHVVLRQ#DV#D#YDOXDEOH#RULHQWDWLRQ#WRRO/#WKH#
DZDUHQHVV#VHVVLRQ#GRHV#QRW#WUDLQ#DQ#LQGLYLGXDO#RQ#KRZ#WR#EH#D#ILUH#
LQVSHFWRU1#,W#PHUHO\#PDNHV#WKHP#DZDUH#RI#ZKDW#VHFWLRQV#RI#WKH#$FW#WKH\#
DUH#UHVSRQVLEOH#IRU#ZLWK#WKHLU#DSSRLQWPHQW#DV#D#)32#RU#D#/$1

6.122 )XUWKHU/#WKH#2)0#GRHV#QRW#YHULI\#WKH#LQVSHFWRUV·#EDFNJURXQGV#
SULRU#WR#LVVXLQJ#WKHLU#DSSRLQWPHQWV#WR#HQVXUH#WKH\#DUH#DSSURSULDWHO\#
TXDOLILHG#WR#SHUIRUP#ILUH#LQVSHFWLRQV1#6SHFLILF#ILUH#LQVSHFWLRQ#WUDLQLQJ#
REWDLQHG#E\#ILUH#GHSDUWPHQWV#LV#UHOLDQW#XSRQ#PXQLFLSDOLW\#EXGJHWV1#7KH#
2)0#KDV#QR#PHFKDQLVP#LQ#SODFH#WR#HQVXUH#D#FRQVLVWHQW#ILUH#LQVSHFWLRQ#
SUDFWLFH#LV#LQ#SODFH#IRU#WKH#3URYLQFH#RU#WKDW#ILUH#LQVSHFWRUV#DUH#DGHTXDWHO\#
DQG#SURSHUO\#WUDLQHG1#7KHUH#LV#ULVN#KHUH#IRU#LQFRQVLVWHQW#VHUYLFH#GHOLYHU\#
DFURVV#WKH#3URYLQFH1#7KH#2)0#DOVR#GRHV#QRW#PRQLWRU#ILUH#GHSDUWPHQWV#LQ#
WKH#SHUIRUPDQFH#RI#WKHLU#ILUH#LQVSHFWLRQV1#

6.123 7KH#$FW#PD\#QRW#PDQGDWH#WKH#2)0#WR#VHW#WKH#WUDLQLQJ#VWDQGDUGV#
IRU#ILUH#LQVSHFWRUV#EXW/#LQ#RXU#RSLQLRQ/#WKHUH#LV#YDOXH#LQ#WKH#)LUH#0DUVKDO#
HQVXULQJ#LQVSHFWRUV#DUH#DSSURSULDWHO\#WUDLQHG1#7KH#PHUH#IDFW#WKDW#)32V#
DQG#/$V#DUH#DFWLQJ#RQ#EHKDOI#RI#WKH#)LUH#0DUVKDO#LV#UHDVRQ#HQRXJK1

5HFRPPHQGDWLRQ 6.124 :H#UHFRPPHQGHG#WKH#2)0#WDNH#DQ#DFWLYH#UROH#LQ#HQVXULQJ#
WKDW#DOO#ILUH#SUHYHQWLRQ#RIILFHUV#UHVSRQVLEOH#IRU#ILUH#LQVSHFWLRQV#LQ#WKH#
3URYLQFH#DUH#DGHTXDWHO\#WUDLQHG1#
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
)LUH#LQYHVWLJDWRUV 6.125 %\#WKH#DXWKRULW\#RI#WKH#)LUH#0DUVKDO/#ILUH#LQYHVWLJDWRUV#DUH#WR#
LQYHVWLJDWH#HYHU\#ILUH#RU#H[SORVLRQ#ZKHUH#SURSHUW\#KDV#EHHQ#GHVWUR\HG#RU#
GDPDJHG#WR#GHWHUPLQH#ZKHWKHU#WKH#ILUH#RU#H[SORVLRQ#ZDV#WKH#UHVXOW#RI#
QHJOLJHQFH/#FDUHOHVVQHVV/#DFFLGHQW/#RU#GHVLJQ1#)LUH#FDXVH#GHWHUPLQDWLRQ#
DQG#SRLQW#RI#RULJLQ#LV#WR#EH#HVWDEOLVKHG#IRU#DOO#ILUHV1

6.126 )LUH#LQYHVWLJDWRUV#KDYH#EHHQ#DSSRLQWHG#DV#HLWKHU#ILUH#LQYHVWLJDWRUV#
+),V,#RU#ORFDO#DVVLVWDQWV#+/$V,#XQGHU#WKH#$FW1#%RWK#DSSRLQWPHQWV#HQWLWOH#
WKH#DSSRLQWHH#WR#DFW#RQ#EHKDOI#RI#WKH#)LUH#0DUVKDO#IRU#VHYHUDO#VHFWLRQV#RI#
WKH#$FW/#LQFOXGLQJ#WKRVH#VHFWLRQV#UHODWLQJ#VSHFLILFDOO\#WR#ILUH#
LQYHVWLJDWLRQV1#)LUH#LQYHVWLJDWRUV#ZLWKLQ#WKH#2)0#DUH#),V#+WKH#HLJKW#
$)0V,/#ZKLOH#WKRVH#ZLWKLQ#ILUH#GHSDUWPHQWV#DUH#HLWKHU#/$V#RU#),V1

6.127 7R#REWDLQ#DQ#DSSRLQWPHQW#XQGHU#WKH#$FW#DV#D#ILUH#LQYHVWLJDWRU#
+),,/#WKH#LQGLYLGXDO#PXVW#FRPSOHWH#WKH#DSSURSULDWH#FRXUVH#OHYHO#ZLWK#WKH#
&DQDGLDQ#)LUH#,QYHVWLJDWLRQ#6FKRRO#+&),6,/#EH#HPSOR\HG#DV#D#ILUH#
LQYHVWLJDWRU/#DQG#WDNH#WKH#DZDUHQHVV#VHVVLRQ#RQ#WKH#$FW#SXW#RQ#E\#WKH#
2)01

6.128 7KH#DSSRLQWPHQW#SURFHVV#WR#EHFRPH#DQ#/$#LV#TXLWH#GLIIHUHQW1#
7KH#RQO\#WKLQJ#LQGLYLGXDOV#PXVW#WDNH#LV#WKH#DZDUHQHVV#VHVVLRQ#RQ#WKH#$FW#
SXW#RQ#E\#WKH#2)01#7KH\#GR#QRW#KDYH#WR#FRPSOHWH#DQ\#FRXUVHV#ZLWK#WKH#
&),61#7KHVH#LQGLYLGXDOV/#E\#ZD\#RI#WKHLU#DSSRLQWPHQWV#DV#/$V/#PD\#
SHUIRUP#ILUH#LQYHVWLJDWLRQV#ZLWK#RU#ZLWKRXW#WUDLQLQJ#WKURXJK#WKH#&),61

5HFRPPHQGDWLRQ 6.129 :H#UHFRPPHQGHG#WKH#2)0#HQVXUH#WKDW#ORFDO#DVVLVWDQWV#ZKR#
SHUIRUP#ILUH#LQYHVWLJDWLRQV#KDYH#WKH#VDPH#&DQDGLDQ#)LUH#
,QYHVWLJDWLRQ#6FKRRO#WUDLQLQJ#DV#WKRVH#ZKR#KROG#DSSRLQWPHQWV#DV#ILUH#
LQYHVWLJDWRUV1

&),6#UHIUHVKHU#WUDLQLQJ#DQG#
FHUWLILFDWLRQ

6.130 1R#UHIUHVKHU#FRXUVHV#DUH#RIIHUHG#WKURXJK#WKH#&),6#WR#FXUUHQW#ILUH#
LQYHVWLJDWRUV1#,W#ZDV#EURXJKW#WR#RXU#DWWHQWLRQ#WKDW#WKH#&),6#KDV#UHFHQWO\#
DGRSWHG#D#FHUWLILFDWLRQ#SURJUDP#IURP#WKH#0DQLWRED#2IILFH#RI#WKH#)LUH#
&RPPLVVLRQHU1#,W#PHHWV#WKH#UHTXLUHPHQWV#RI#WKH#1DWLRQDO#)LUH#3URWHFWLRQ#
$VVRFLDWLRQ#FRGH#4366/#´3URIHVVLRQDO#4XDOLILFDWLRQV#IRU#)LUH#
,QYHVWLJDWRUµ/#DQG#LV#DFFUHGLWHG#ZLWK#WKH#,QWHUQDWLRQDO#)LUH#6HUYLFH#
$FFUHGLWDWLRQ#&RQJUHVV1#,QGLYLGXDOV#ZKR#UHFHLYH#FHUWLILFDWLRQ#WKURXJK#
WKH#6FKRRO#ZLOO#KDYH#WR#EH#UH0FHUWLILHG#HYHU\#ILYH#\HDUV1#&HUWLILFDWLRQ#LV#
QRW#D#UHTXLUHPHQW#WR#UHFHLYH#DQ#DSSRLQWPHQW#DV#D#ILUH#LQYHVWLJDWRU#XQGHU#
WKH#$FW1#&HUWLILFDWLRQ#UHTXLUHV#WKH#FRPSOHWLRQ#RI#DQ#DGGLWLRQDO#FRXUVH#
OHYHO#WKURXJK#WKH#6FKRRO#DV#ZHOO#DV#D#ZULWWHQ#FHUWLILFDWLRQ#H[DP1#

6.131 ,W#LV#LPSRUWDQW#WKDW#DOO#ILUH#LQYHVWLJDWRUV·#NQRZOHGJH#DQG#VNLOOV#EH#
NHSW#FXUUHQW1#)RU#H[DPSOH/#VRPHRQH#ZKR#WRRN#WKH#&),6#FRXUVH#LQ#WKH#
4<;3V#PD\#QRW#EH#DV#XS#WR#GDWH#RQ#FXUUHQW#PHWKRGV#DV#VRPHRQH#ZKR#WRRN#
WKH#FRXUVH#LQ#53351

5HFRPPHQGDWLRQ 6.132 :H#UHFRPPHQGHG#WKH#2)0#FRQVLGHU#WKH#FRVWV#DQG#EHQHILWV#RI#
FHUWLILFDWLRQ#WKURXJK#WKH#&DQDGLDQ#)LUH#,QYHVWLJDWLRQ#6FKRRO#IRU#DOO#
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
ILUH#LQYHVWLJDWRUV1#,I#LW#LV#GHWHUPLQHG#WKDW#WKLV#LV#QRW#D#IHDVLEOH#
VROXWLRQ/#WKH#2)0#VKRXOG#HQVXUH#WKDW#WKRVH#QRW#FHUWLILHG#UHFHLYH#
UHIUHVKHU#WUDLQLQJ#SHULRGLFDOO\#WR#HQVXUH#WKHLU#VNLOOV#DQG#NQRZOHGJH#
DUH#NHSW#FXUUHQW1

'HSDUWPHQWDO#UHVSRQVH 6.133 )LUH#LQYHVWLJDWRU#WUDLQLQJ#LV#SUHVHQWO\#DYDLODEOH#DQG#EDVHG#RQ#
WUDLQLQJ#VWDQGDUGV#GHYHORSHG#E\#0DQLWRED#DQG#VKDUHG#ZLWK#WKH#2)0#DV#D#
UHVXOW#RI#WKH#1%20DQLWRED#DJUHHPHQW1#7KH#)LUH#0DUVKDO#ZLOO#LQFRUSRUDWH#
WUDLQLQJ#DV#D#UHTXLUHPHQW#IRU#DOO#IXWXUH#ILUH#LQYHVWLJDWRU#DSSRLQWPHQWV#
DQG#ZLOO#GHYHORS#D#SURWRFRO#UHJDUGLQJ#UHIUHVKHU#WUDLQLQJ1#

6.134 7KH#)LUH#0DUVKDO#ZLOO#PDNH#DYDLODEOH#LQYHVWLJDWLYH#WUDLQLQJ#
VHVVLRQV#IRU#DOO#2)0#SURIHVVLRQDO#VWDII1#2)0#ZLOO#DGKHUH#WR#WKH#
UHIUHVKHU#SURWRFRO#UHIHUHQFHG#DERYH1

6.135 $GGLWLRQDO#LQVSHFWLRQV#WUDLQLQJ#IRU#ILUH#SUHYHQWLRQ#RIILFHUV#ZLOO#EH#
H[DPLQHG#DV#SDUW#RI#WKH#RYHUDOO#2)0#UHVRXUFH#DOORFDWLRQ#H[HUFLVH1#

3ODQ#UHYLHZHUV#+SODQ#UHYLHZ#
RIILFHUV,

6.136 8QGHU#WKH#DXWKRULW\#RI#WKH#)LUH#3UHYHQWLRQ#$FW/#3ODQ#5HYLHZ#
2IILFHUV#+352V,#UHYLHZ#SODQV#DQG#VSHFLILFDWLRQV#IRU#WKH#FRQVWUXFWLRQ/#
FRQYHUVLRQ/#RU#VWUXFWXUDO#DOWHUDWLRQV#RI#EXLOGLQJV#VXFK#DV#VFKRROV/#
QXUVLQJ#KRPHV2VSHFLDO#FDUH#KRPHV/#GD\FDUHV/#DSDUWPHQWV/#FKXUFKHV/#
RIILFHV/#UHVWDXUDQWV/#VWRUHV/#KRWHOV#DQG#KRVSLWDOV1#7KH\#DOVR#UHYLHZ#SODQV#
DQG#VSHFLILFDWLRQV#IRU#WKH#FRQVWUXFWLRQ/#HVWDEOLVKPHQW/#PRGLILFDWLRQ/#RU#
HQODUJHPHQW#RI#EXLOGLQJV2SUHPLVHV#IRU#WKH#VWRUDJH#RI#PRUH#WKDQ#6/333#
OLWUHV#RI#IODPPDEOH#IXHOV#DQG#PRUH#WKDQ#43/333#OLWUHV#RI#FRPEXVWLEOH#
IXHOV1

6.137 7KH\#GHWHUPLQH#DQG#GLUHFW#WKDW#SURSRVHG#ZRUN#PHHWV#ZLWK#WKH#
LQWHQW#RI#WKH#1DWLRQDO#%XLOGLQJ#&RGH/#1DWLRQDO#)LUH#&RGH#DQG#RWKHU#
UHJXODWLRQV2VWDQGDUGV#DGRSWHG#XQGHU#WKH#)LUH#3UHYHQWLRQ#$FW/#VSHFLILFDOO\#
LQ#WKH#DUHDV#RI#OLIH#DQG#ILUH#VDIHW\#HTXLSPHQW#DQG#SURWHFWLRQ1#7KH\#
SURYLGH#WHFKQLFDO#VXSSRUW#WR#$)0V/#ILUH#GHSDUWPHQWV/#HQJLQHHUV#DQG#
VSULQNOHU#FRQWUDFWRUV1#

6.138 352V#SURYLGH#LQWHUSUHWDWLRQV#DQG#UXOLQJV#RQ#1DWLRQDO#&RGHV#DQG#
6WDQGDUGV#WR#GHVLJQHUV2FRQVXOWDQWV/#SURYLQFLDO#JRYHUQPHQW#GHSDUWPHQWV/#
EXLOGLQJ#RZQHUV/#SRWHQWLDO#EXLOGHUV2UHQRYDWRUV/#PXQLFLSDO#EXLOGLQJ#
LQVSHFWRUV/#SODQQLQJ#RIILFHUV/#DQG#FRQWUDFWRUV#RQ#ILUH#SURWHFWLRQ#V\VWHPV1

6.139 7KHUH#DUH#RQO\#WZR#352V#IRU#WKH#3URYLQFH#DQG#ERWK#DUH#
HPSOR\HG#E\#WKH#2)01#7R#EH#KLUHG#DV#D#352#LQ#WKH#ILUVW#SODFH/#WKH#
LQGLYLGXDO#PXVW#EH#D#&HUWLILHG#(QJLQHHULQJ#7HFKQRORJLVW#+&(7,1#7KHUH#LV#
DOVR#D#FHUWDLQ#GHJUHH#RI#H[SHULHQFH#DQG#FRGHV#NQRZOHGJH#WKDW#LV#
UHTXLUHG1#,I#WKH#LQGLYLGXDO#GLG#QRW#KDYH#WKH#GHVLUHG#OHYHO#RI#H[SHULHQFH#RU#
FRGHV#NQRZOHGJH/#RQ0WKH0MRE#WUDLQLQJ#LV#SHUIRUPHG1#$V#ZLWK#WKH#$)0V/#
DOO#352V#DUH#HQUROOHG#LQ#EXLOGLQJ#FRGHV#WUDLQLQJ#ZKHQ#KLUHG1#
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&KDSWHU#9 'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO
&RQFOXVLRQ 6.140 7KLV#FULWHULRQ#ZDV#QRW#PHW1#:KLOH#ZH#GLG#QRWH#WKDW#WKH#2)0#
HQVXUHV#WKDW#ILUH#LQYHVWLJDWRUV#KROGLQJ#WKH#ILUH#LQYHVWLJDWRU#DSSRLQWPHQW#
DUH#DGHTXDWHO\#WUDLQHG/#WKH#2)0#GRHV#QRW#KDYH#V\VWHPV#LQ#SODFH#WR#
HQVXUH#WKDW#ILUH#LQVSHFWRUV/#RU#ILUH#LQYHVWLJDWRUV#KROGLQJ#WKH#ORFDO#
DVVLVWDQW#DSSRLQWPHQW/#DUH#DGHTXDWHO\#WUDLQHG1#7KHUH#LV#DOVR#QR#RQJRLQJ#
IRUPDOL]HG#WUDLQLQJ#SODQ#LQ#SODFH#DQG#RQJRLQJ#WUDLQLQJ#IRU#ILUH#
LQYHVWLJDWRUV#DQG#ILUH#LQVSHFWRUV#DSSHDUV#WR#EH#LQFRQVLVWHQW#DQG#VSRUDGLF1

(PSOR\HH#SHUIRUPDQFH#
DSSUDLVDO

6.141 2XU#ODVW#FULWHULRQ#ZDV=

(PSOR\HH#SHUIRUPDQFH#VKRXOG#EH#UHYLHZHG#DW#OHDVW#DQQXDOO\#
LQ#DQ#DSSUDLVDO#UHSRUW1#3HUIRUPDQFH#VKRXOG#SDUWLDOO\#EH#EDVHG#
RQ#WKH#GHJUHH#WR#ZKLFK#ZRUN#SHUIRUPDQFH#PHHWV#UHJLRQDO#
REMHFWLYHV#RU#ZRUN#SODQV1

6.142 ,W#LV#LPSRUWDQW#WKDW#HPSOR\HHV#UHFHLYH#IHHGEDFN#RQ#WKHLU#
SHUIRUPDQFH#SHULRGLFDOO\#VR#WKDW#JRRG#SHUIRUPDQFH#FDQ#EH#UHFRJQL]HG#
DQG#XQVDWLVIDFWRU\#SHUIRUPDQFH#FDQ#EH#DGGUHVVHG1#2)0#PDQDJHPHQW#
WROG#XV#WKH\#DGGUHVV#VSHFLILF#FRQFHUQV#DV#WKH\#DULVH#DQG#WKHUH#DUH#QR#
VXUSULVHV#DW#SHUIRUPDQFH#DSSUDLVDO#WLPH1

6.143 :H#LQWHUYLHZHG#2)0#PDQDJHPHQW/#LQFOXGLQJ#WKH#2)0·V#
+XPDQ#5HVRXUFHV#$GYLVRU#ZLWKLQ#WKH#'HSDUWPHQW#RI#3XEOLF#6DIHW\/#DQG#
ZH#VXUYH\HG#2)0#VWDII#UHJDUGLQJ#WKH#SHUIRUPDQFH#DSSUDLVDO#SURFHVV#DQG#
WKH#SHUIRUPDQFH#DSSUDLVDO#IRUP1

6.144 :H#IRXQG#WKDW#MRE#SHUIRUPDQFH#KDV#JHQHUDOO\#EHHQ#UHYLHZHG#
IRUPDOO\#HDFK#\HDU#LQ#DQ#DSSUDLVDO#UHSRUW#IRU#DOO#HPSOR\HHV#VLQFH#4<<<1#
6RPH#HPSOR\HHV#PHQWLRQHG#WKDW#WKH\#KDYH#LQIRUPDO#SHUIRUPDQFH#
DSSUDLVDOV#GXULQJ#WKH#\HDU#DV#ZHOO1#

6.145 +RZHYHU/#DSSUDLVDOV#DUH#QRW#EDVHG#XSRQ#WKH#GHJUHH#WR#ZKLFK#
ZRUN#SHUIRUPDQFH#PHHWV#UHJLRQDO#REMHFWLYHV#RU#ZRUN#SODQV#DV#WKHUH#DUH#
QRQH1#,QVWHDG/#SHUIRUPDQFH#DSSUDLVDOV#DUH#EDVHG#XSRQ#SHUIRUPDQFH#LQ#
JHQHUDO#RYHU#WKH#SDVW#\HDU1#,I#WKH#LQGLYLGXDO#ZDV#DVVLJQHG#D#VSHFLDO#
SURMHFW/#WKDW#ZRXOG#EH#WDNHQ#LQWR#FRQVLGHUDWLRQ#GXULQJ#WKH#UHYLHZ1#7KH#
FXUUHQW#DSSUDLVDO#SURFHVV#GRHV#QRW#DSSHDU#WR#PHHW#JRYHUQPHQW#SROLF\/#
ZKLFK#UHTXLUHV#HPSOR\HHV#WR#EH#LQIRUPHG#RI#SHUIRUPDQFH#H[SHFWDWLRQV#
DQG#HYDOXDWHG#DFFRUGLQJO\1

5HFRPPHQGDWLRQ 6.146 :H#UHFRPPHQGHG#WKDW#NH\#UHVSRQVLELOLW\#DUHDV#RI#DOO#2)0#
SRVLWLRQV#EH#LGHQWLILHG#LQ#ZRUN#SODQV#DQG#NH\#VXFFHVV#LQGLFDWRUV#IRU#
HDFK#UHVSRQVLELOLW\#DUHD#EH#GHYHORSHG1#(PSOR\HH#SHUIRUPDQFH#VKRXOG#
EH#HYDOXDWHG#EDVHG#RQ#KRZ#ZHOO#WKH\#PHW#WKH#NH\#VXFFHVV#LQGLFDWRUV#
IRU#HDFK#NH\#UHVSRQVLELOLW\#DUHD#RI#WKHLU#SRVLWLRQ1#

'HSDUWPHQWDO#UHVSRQVH 6.147 7KH#GXWLHV#WR#EH#SHUIRUPHG#E\#HPSOR\HHV#ZLOO#EH#FOHDUO\#RXWOLQHG#
LQ#WKHLU#ZRUN#SODQ#RU#MRE#GHVFULSWLRQ1#8QGHU#WKH#SHUIRUPDQFH#
PDQDJHPHQW#V\VWHP#WKDW#ZLOO#EH#LPSOHPHQWHG#LQ#WKH#QHZ#\HDU#WKURXJKRXW#
WKH#'HSDUWPHQW/#HPSOR\HHV#ZLOO#KDYH#WKH#RSSRUWXQLW\#WR#NHHS#WKHLU#ZRUN#
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'HSDUWPHQW#RI#3XEOLF#6DIHW\#0#2IILFH#RI#WKH#)LUH#0DUVKDO &KDSWHU#9
SODQV#XS#WR#GDWH#VR#WKDW#WKH\#UHIOHFW#WKHLU#FXUUHQW#UHVSRQVLELOLWLHV1#$V#
VXJJHVWHG#LQ#WKH#UHSRUW/#WKLV#PHFKDQLVP#ZLOO#HQVXUH#WKDW#WKH#VWDII#DUH#
IXOO\#DZDUH#RI#WKHLU#MRE#GXWLHV1#7KH#QHZ#(PSOR\HH#'HYHORSPHQW#DQG#
$SSUDLVDO#6\VWHP#ZLOO#SURYLGH#D#PHFKDQLVP#WR#LQWHJUDWH#WKH#VWUDWHJLF#
JRDOV#RI#WKH#'HSDUWPHQW#LQWR#WKH#LQGLYLGXDO#ZRUN#SODQV1#(PSOR\HHV#ZLOO#
KDYH#FOHDUO\#GHILQHG#MRE#SHUIRUPDQFH#H[SHFWDWLRQV#DQG#ZLOO#UHFHLYH#RQ0
JRLQJ#IHHGEDFN#DERXW#WKHLU#SHUIRUPDQFH1#7KHLU#WUDLQLQJ#QHHGV#ZLOO#DOVR#
EH#LGHQWLILHG#WKURXJK#WKLV#V\VWHP1

&RQFOXVLRQ 6.148 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#:KLOH#SHUIRUPDQFH#LV#JHQHUDOO\#
UHYLHZHG#DQQXDOO\#LQ#DQ#DSSUDLVDO#UHSRUW#IRU#DOO#HPSOR\HHV/#IRUPDO#ZRUN#
SODQV#GR#QRW#H[LVW1#3HUIRUPDQFH#DSSUDLVDOV#DUH#QRW#EDVHG#RQ#WKH#GHJUHH#WR#
ZKLFK#ZRUN#SHUIRUPDQFH#PHHWV#UHJLRQDO#REMHFWLYHV#RU#ZRUN#SODQV1
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#&KDSWHU#:
'HSDUWPHQW#RI#6XSSO\#DQG#

6HUYLFHV
&HOOXODU#3KRQHV

&RQWHQWV
%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 474

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 474

5HVXOWV#LQ#EULHI##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 475

&RPSOLDQFH#ZLWK#WKH#3XEOLF#3XUFKDVLQJ#$FW#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 475

+DUGZDUH#DQG#XVDJH#UHTXLUHPHQWV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 478

,QIRUPDWLRQ#GLVWULEXWLRQ# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 47:

'HSDUWPHQWDO#JXLGHOLQHV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 47:

&HOO#SKRQH#FRQWURO# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 47;

0DWFKLQJ#JRYHUQPHQW#XVDJH#WUHQGV#DQG#SURYLGHUV·#VHUYLFH#SODQV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 47;

3D\PHQW#DSSURYDOV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 483

'XWLHV#RI#WHOHFRP#RIILFHUV##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 483



&KDSWHU#: 'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV

#Department of Supply and 
Services - Cellular Phones
%DFNJURXQG 7.1 $V#QRWHG#LQ#DQ#LVVXH#RI#)RUWXQH#PDJD]LQH/#´:KRHYHU#VDLG#
¶ELJJHU#LV#EHWWHU·#KDV#QHYHU#FDUULHG#D#FHOOXODU#SKRQH1µ#7KHVH#WLQ\#
GHYLFHV#²#ZKLFK#DUH#ERWK#VKULQNLQJ#LQ#VL]H#DQG#H[SDQGLQJ#LQ#WHUPV#RI#
FDSDELOLW\#0#DUH#DQ#LQFUHDVLQJO\#FRPPRQ#IHDWXUH#RI#RXU#HYHU\GD\#OLYHV1#
$QG#MXVW#DV#WKLV#FRQYHQLHQW#PHWKRG#RI#FRPPXQLFDWLRQ#KDV#EHFRPH#PRUH#
FRPPRQ#LQ#VRFLHW\#LQ#JHQHUDO/#VR#WRR#KDV#LW#EHFRPH#D#PRUH#SURPLQHQW#
SDUW#RI#WKH#JRYHUQPHQW·V#FRPPXQLFDWLRQ#QHWZRUN1#%DVHG#RQ#VXSSOLHU#
LQIRUPDWLRQ/#LW#LV#HVWLPDWHG#WKDW#JRYHUQPHQW#+LQFOXGLQJ#GHSDUWPHQWV/#
DJHQFLHV/#&URZQ#FRUSRUDWLRQV/#UHJLRQDO#KHDOWK#DXWKRULWLHV#DQG#VFKRRO#
GLVWULFWV,#KDV#RYHU#6/433#FHOOXODU#SKRQHV#LQ#VHUYLFH#DQG#VSHQGV#DW#OHDVW#
'518#PLOOLRQ#HDFK#\HDU#RQ#SKRQHV#DQG#FHOOXODU#XVDJH#FKDUJHV1#7R#SXW#WKLV#
LQ#VRPH#FRQWH[W/#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#HVWLPDWHV#WKDW#
JRYHUQPHQW#KDV#RYHU#7;/333#QHWZRUN#ODQGOLQH#DFFHVVHV1

6FRSH 7.2 :H#EHJDQ#H[DPLQLQJ#VRPH#LVVXHV#DURXQG#FHOOXODU#SKRQHV#LQ#WKH#
IDOO#RI#53341#:LWK#WKH#XVH#RI#FHOOXODU#SKRQHV#LQFUHDVLQJ/#ZH#ZDQWHG#WR#
HQVXUH#WKDW#WKH#JRYHUQPHQW#KDG#DGHTXDWH#V\VWHPV#DQG#SUDFWLFHV#LQ#SODFH#
WR#DGPLQLVWHU#WKHLU#DFTXLVLWLRQ#DQG#XVH1

7.3 2XU#DXGLW#REMHFWLYH#ZDV#DV#IROORZV=

7R#GHWHUPLQH#LI#WKH#JRYHUQPHQW#KDV#DQ#DGHTXDWH#V\VWHP#LQ#
SODFH#WR#DGPLQLVWHU#WKH#DFTXLVLWLRQ#DQG#XVH#RI#FHOO#SKRQHV1

7.4 :H#GHYHORSHG#HLJKW#DXGLW#FULWHULD#WR#DVVLVW#XV#LQ#GHWHUPLQLQJ#LI#
JRYHUQPHQW#ZDV#PHHWLQJ#WKLV#REMHFWLYH1

7.5 7KH#ILUVW#WKUHH#UHODWH#GLUHFWO\#WR#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#
6HUYLFHV#DQG#LWV#UHVSRQVLELOLWLHV#XQGHU#WKH#3XEOLF#3XUFKDVLQJ#$FW1#7KH#
UHPDLQLQJ#FULWHULD#DUH#DOVR#UHOHYDQW#WR#WKLV#'HSDUWPHQW#IRU#WZR#UHDVRQV1#
)LUVW/#OLNH#PRVW#HQWLWLHV#LQ#JRYHUQPHQW/#LW#LV#D#XVHU#RI#FHOOXODU#SKRQHV1#
$QG#VHFRQGO\/#JRYHUQPHQW#SROLF\#JLYHV#WKH#'HSDUWPHQW#VRPH#RYHUDOO#
UHVSRQVLELOLW\#IRU#FHOOXODU#SKRQHV1#)RU#LQVWDQFH/#RQH#GHSDUWPHQWDO#
UHVSRQVLELOLW\#LV#´WKH#QHJRWLDWLRQ/#RQ#EHKDOI#RI#WKH#*RYHUQPHQW/#RI#
FHOOXODU#WHOHSKRQH#QHWZRUN#VHUYLFH#SURSRVDOV#DQG#VDWHOOLWH#WHOHSKRQH#
VHUYLFH#SURSRVDOVµ1#)XUWKHU/#WKLV#VDPH#SROLF\#DOVR#PDNHV#WKH#'HSDUWPHQW#
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'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV &KDSWHU#:
UHVSRQVLEOH#IRU#´WKH#PDQDJHPHQW#RI#WKH#*RYHUQPHQW*V#&RQVROLGDWHG#
7HOHSKRQH#%LOOLQJ#V\VWHPµ1

7.6 6LQFH#RXU#ZRUN#UHVXOWHG#LQ#UHFRPPHQGDWLRQV#WKDW#FXW#DFURVV#
PDQ\#JRYHUQPHQW#GHSDUWPHQWV/#ZH#VRXJKW#D#UHVSRQVH#IURP#WKH#%RDUG#RI#
0DQDJHPHQW1#,I#WKHUH#LV#D#QHHG#IRU#DQ\#JRYHUQPHQW0ZLGH#SROLF\#
GLUHFWLRQ#RU#FODULILFDWLRQ#LQ#LPSOHPHQWLQJ#WKHVH#UHFRPPHQGDWLRQV/#WKH#
%RDUG#VKRXOG#EH#WKH#VRXUFH#RI#VXFK#GLUHFWLRQ1

7.7 2XU#ZRUN#LQFOXGHG=

• D#UHYLHZ#RI#DSSOLFDEOH#JRYHUQPHQW#OHJLVODWLRQ#DQG#SROLF\>
• D#UHYLHZ#RI#SXUFKDVLQJ#GRFXPHQWDWLRQ#DQG#WKH#WHQGHUV#IRU#FHOOXODU#

SKRQHV>
• D#FURVV0JRYHUQPHQW#VXUYH\>
• LQWHUYLHZV#DQG#IROORZ0XS#YHULILFDWLRQ#LQ#VHYHUDO#JRYHUQPHQW#

GHSDUWPHQWV>
• GRZQORDGLQJ#GDWD#IURP#WKH#FRQVROLGDWHG#ELOOLQJ#IRU#WZR#PRQWKV#DQG#

UHYLHZLQJ#D#VDPSOH#RI#FKDUJHV#IRU#FHOOXODU#SKRQH#VHUYLFHV>
• D#UHYLHZ#RI#WKH#4<<8#2IILFH#RI#WKH#&RPSWUROOHU·V#´7HOHSKRQH#&RVWV#

5HYLHZµ>#DQG#
• YDULRXV#GLVFXVVLRQV#ZLWK#D#VHUYLFH#SURYLGHU1

5HVXOWV#LQ#EULHI 7.8 :KLOH#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#KDV#WHQGHUHG#
IRU#FHOO#SKRQH#KDUGZDUH#LW#LV#LQ#YLRODWLRQ#RI#WKH#3XEOLF#3XUFKDVLQJ#$FW#
E\#QRW#WHQGHULQJ#IRU#FHOOXODU#SKRQH#DLUWLPH#DQG#ORQJ#GLVWDQFH#XVDJH1

7.9 7KH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#D#JRYHUQPHQW0ZLGH#
DSSURDFK#IRU#WKH#DQDO\VLV#DQG#SURFXUHPHQW#RI#FHOOXODU#DLUWLPH#DQG#
ORQJ#GLVWDQFH#SDFNDJHV/#DV#LW#QRZ#GRHV#IRU#KDUGZDUH#QHHGV1

7.10 *RYHUQPHQW#GHSDUWPHQWV#DUH#QRW#DGHTXDWHO\#FRQWUROOLQJ#WKH#
DVVLJQPHQW#DQG#XVH#RI#FHOOXODU#SKRQHV1#2QO\#WZR#RI#WZHQW\0RQH#
GHSDUWPHQWV#DQG#DJHQFLHV#ZH#FRQWDFWHG#KDYH#ZULWWHQ#JXLGHOLQHV#WR#
HQVXUH#FHOOXODU#SKRQHV#DQG#XVDJH#SODQV#DUH#DVVLJQHG#WR#HPSOR\HHV#
EDVHG#RQ#LGHQWLILHG#QHHG1#:KLOH#DOO#GHSDUWPHQWV#DQG#DJHQFLHV#EXW#
RQH#KDYH#FHOOXODU#SKRQH#OLVWLQJV/#WKH#XVHU#DQG#LGHQWLILFDWLRQ#QXPEHU#
DUH#QRW#DOZD\V#LGHQWLILHG1#6L[#RI#WZHQW\0RQH#GHSDUWPHQWV#DQG#
DJHQFLHV#ZH#VXUYH\HG#GR#QRW#PRQLWRU#FHOOXODU#SKRQH#FKDUJHV#IRU#
DSSURSULDWHQHVV#DQG#DFFXUDF\1#$QG#GHSDUWPHQWV#GR#QRW#KDYH#DQ#
DGHTXDWH#V\VWHP#LQ#SODFH#WR#HQVXUH#WKH\#PLQLPL]H#FRVWV#E\#VHOHFWLQJ#
WKH#XVDJH#SODQ#WKDW#EHVW#PDWFKHV#WKH#QHHGV#RI#WKHLU#FHOOXODU#SKRQH#
XVHUV1

7.11 7KH#GXWLHV#RI#GHSDUWPHQWDO#WHOHFRP#RIILFHUV#ZLWK#UHVSHFW#WR#
FHOOXODU#SKRQHV#DUH#XQFOHDU1

&RPSOLDQFH#ZLWK#WKH#
3XEOLF#3XUFKDVLQJ#$FW

7.12 2XU#ILUVW#FULWHULRQ#ZDV=##
142 Report of the Auditor General - 2002



&KDSWHU#: 'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV
7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#VKRXOG#HQVXUH#WKH#
WHQGHU#IRU#WKH#SXUFKDVH#RI#WKH#FHOO#SKRQH#KDUGZDUH#DQG#WKH#
XVDJH#SODQV#LV#LQ#DFFRUGDQFH#ZLWK#WKH#3XEOLF#3XUFKDVLQJ#$FW#
DQG#5HJXODWLRQV1

7.13 $V#KLJKOLJKWHG#LQ#RXU#5334#5HSRUW#FKDSWHU#<#´'HSDUWPHQW#RI#
6XSSO\#DQG#6HUYLFHV#²#3XUFKDVLQJµ/#SXUFKDVLQJ#LQ#DFFRUGDQFH#ZLWK#WKH#
3XEOLF#3XUFKDVLQJ#$FW#+WKH#$FW,#VHUYHV#VHYHUDO#LPSRUWDQW#SXUSRVHV1#)RU#
RQH/#LW#HQVXUHV#´WKDW#DOO#VXSSOLHUV#KDYH#D#IDLU#DQG#HTXDO#RSSRUWXQLW\#WR#
FRPSHWH#IRU#JRYHUQPHQW#+SURYLQFLDO,#FRQWUDFWV1µ#)RU#DQRWKHU/#´LI#DOO#
VXSSOLHUV#KDYH#D#IDLU#DQG#HTXDO#RSSRUWXQLW\#WR#FRPSHWH/#WKH\#ZLOO#EH#
HQFRXUDJHG#WR#ELG#RQ#FRQWUDFWV/#SULFLQJ#ZLOO#EH#FRPSHWLWLYH#DQG#FRVWV#
VKRXOG#EH#UHGXFHG1µ#

7.14 6HFWLRQ#7+4,#RI#WKH#$FW#HVWDEOLVKHV#SXEOLF#WHQGHULQJ#DV#WKH#EDVLV#
IRU#SXEOLF#VHFWRU#SXUFKDVLQJ#DQG#UHTXLUHV#WKDW#DOO#SXUFKDVHV#RI#VXSSOLHV#
RYHU#'8/333/#DQG#VHUYLFHV#RYHU#'43/333/#EH#WHQGHUHG#XQOHVV#H[HPSWHG#E\#
WKH#$FW#RU#5HJXODWLRQ1

7.15 ,Q#WKH#FDVH#RI#FHOO#SKRQHV#ZH#IRXQG#WKDW#WKH#'HSDUWPHQW#KDV#
FRPSOLHG#ZLWK#WKH#$FW#LQ#RQH#FLUFXPVWDQFH/#EXW#KDG#QRW#LQ#WKH#RWKHU1#:H#
GLVFXVV#WKHVH#LQ#WKH#IROORZLQJ#WZR#VXEVHFWLRQV1

&HOO#SKRQH#KDUGZDUH 7.16 &HOO#SKRQH#KDUGZDUH#ZDV#WHQGHUHG#LQ#DFFRUGDQFH#ZLWK#WKH#$FW#
IRU#WKH#\HDU#HQGHG#64 0DUFK#53351#)RU#WKH#\HDU#HQGHG#64 0DUFK#5336#D#
WHQGHU#ZDV#LVVXHG/#EXW#QRW#XQWLO#0D\#53351#1RUPDOO\#LW#ZRXOG#EH#
H[SHFWHG#WKDW#WKH#5336#WHQGHU#ZRXOG#KDYH#EHHQ#LVVXHG#VR#WKDW#WKH#QHZ#
FRQWUDFW#ZRXOG#EH#HIIHFWLYH#ZKHQ#WKH#SUHYLRXV#FRQWUDFW#H[SLUHG1#7KLV#LV#
VR#SXUFKDVHV#FDQ#FRQWLQXH#WR#EH#PDGH#ZLWK#QR#LQWHUUXSWLRQ#DQG#ZLWK#WKH#
EHQHILW#RI#WHQGHUHG#SULFLQJ1#:H#LQTXLUHG#DV#WR#ZK\#WKH#GHOD\#DQG#LWV#
HIIHFW1#'HSDUWPHQWDO#SHUVRQQHO#VWDWHG#WKDW#WKH#WHQGHU#ZDV#GHOD\HG#
EHFDXVH#RI#VXEVWDQWLDO#FKDQJHV#WR#WKH#WHQGHU#DQG#WKDW#SURYLGHUV#ZHUH#VORZ#
LQ#JHWWLQJ#EDFN#WR#WKH#'HSDUWPHQW#UHJDUGLQJ#SKRQHV#DYDLODEOH1#,Q#IDFW/#
WKH#QHZ#SKRQH#FRQWUDFW#ZLOO#EH#ZLWK#WKH#SURYLGHUV#GLUHFWO\/#QRW#WKH#
GHDOHUV#DV#LQ#SUHYLRXV#\HDUV1#'HSDUWPHQWDO#VWDII#VWDWHG#WKDW#RQO\#
HPHUJHQF\#QHHGV#ZHUH#ILOOHG#LQ#WKH#SHULRG#IRU#ZKLFK#QR#FRQWUDFW#ZDV#LQ#
SODFH#DQG#WKHUH#ZHUH#RQO\#D#KDOI#GR]HQ#RU#VR#RI#WKHVH1#

&HOO#SKRQH#XVDJH 7.17 :KLOH#PRVW#1HZ#%UXQVZLFNHUV#FDQ#MXVW#SLFN#XS#WKHLU#KRPH#
ODQGOLQH#SKRQH#DQG#WDON#DV#PXFK#DV#WKH\#ZLVK#ORFDOO\#IRU#WKH#EDVLF#IHH/#
XVHUV#RI#FHOO#SKRQHV#GR#QRW#KDYH#WKDW#OX[XU\1#,Q#IDFW/#FHOO#SKRQH#XVHUV#
KDYH#RQO\#OLPLWHG#´IUHHµ#DLUWLPH#PLQXWHV1#$QG/#XQOLNH#ODQGOLQH#SKRQHV/#
ZKHQ#FHOOXODU#XVHUV#PDNH#ORQJ#GLVWDQFH#FDOOV/#WKH\#FDQ#LQFXU#VHSDUDWH#
FKDUJHV#IRU#ERWK#DLUWLPH#PLQXWHV#DQG#ORQJ#GLVWDQFH#XVDJH1

7.18 $#UHYLHZ#RI#FHOO#SKRQH#H[SHQGLWXUHV#VKRZV#WKDW#DLUWLPH#DQG#ORQJ#
GLVWDQFH#XVDJH#FKDUJHV#WRWDO#RYHU#'5#PLOOLRQ#DQQXDOO\#DQG#KDYH#IDU#
VXUSDVVHG#KDUGZDUH#H[SHQGLWXUHV1
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'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV &KDSWHU#:
$LUWLPH#XVDJH 7.19 $W#WKLV#WLPH#RQO\#WZR#SURYLGHUV#DUH#DEOH#WR#VXSSO\#JRYHUQPHQW#
ZLWK#FHOOXODU#DLUWLPH#XVDJH1#%RWK#SURYLGHUV#KDYH/#ZLWK#QR#QHJRWLDWLQJ#RU#
EDUJDLQLQJ/#PDGH#D#ORZ#XVDJH#SODQ#DYDLODEOH#WR#DOO#JRYHUQPHQW#FHOO#
SKRQH#XVHUV#DW#D#VPDOO#GLVFRXQW1#$Q\#DGGLWLRQDO#SODQV#WKDW#WKH#
JRYHUQPHQW#PLJKW#FKRRVH#DUH#WKH#VDPH#DV#WKRVH#RIIHUHG#WR#DQ\#EXVLQHVV#
LQ#WKH#3URYLQFH1

/RQJ#GLVWDQFH#VHUYLFH#XVDJH 7.20 7KH#WZR#FHOOXODU#QHWZRUN#SURYLGHUV#DUH#DOVR#DEOH#WR#VXSSO\#
JRYHUQPHQW#ZLWK#ORQJ#GLVWDQFH#VHUYLFH1#$JDLQ/#ZLWK#QR#QHJRWLDWLQJ#RU#
EDUJDLQLQJ/#ERWK#KDYH#PDGH#D#ORZ#YROXPH#ORQJ#GLVWDQFH#XVDJH#SODQ#
DYDLODEOH#WR#JRYHUQPHQW#DW#D#VPDOO#GLVFRXQW1#7KH#RWKHU#ORQJ#GLVWDQFH#
XVDJH#SODQV#WKH\#RIIHU#DUH#WKH#VDPH#DV#WKRVH#RIIHUHG#WR#DQ\#EXVLQHVV#LQ#
WKH#3URYLQFH1#

1R#WHQGHULQJ#IRU#XVDJH 7.21 7KH#'HSDUWPHQW#KDV#QHYHU#WHQGHUHG#IRU#HLWKHU#ORQJ#GLVWDQFH#RU#
DLUWLPH#XVDJH1#3HUKDSV#WKLV#LV#ZK\#JRYHUQPHQW#LV#QRW#UHFHLYLQJ#
VLJQLILFDQW#GLVFRXQWV#RQ#PRVW#RI#WKH#SODQV#DYDLODEOH>#DV#QRWHG/#
JRYHUQPHQW#LV#HVVHQWLDOO\#EHLQJ#RIIHUHG#WKH#VDPH#SDFNDJH#RI#SODQV#WKDW#
PRVW#EXVLQHVVHV#FDQ#REWDLQ1#7KLV#VHHPV#XQUHDVRQDEOH/#HVSHFLDOO\#ZKHQ#
RQH#FRQVLGHUV#WKDW#JRYHUQPHQW#KDV#RYHU#6/433#FHOO#SKRQHV#DQG#VSHQGV#
RYHU#'5#PLOOLRQ#DQQXDOO\#RQ#XVDJH#FKDUJHV1

7.22 :H#ZRXOG#OLNH#WR#QRWH#WKDW#WKH#'HSDUWPHQW#KDV#EHHQ#SURDFWLYH#LQ#
PDNLQJ#DYDLODEOH#WR#FHOO#SKRQH#XVHUV#VRPH#FRVW#UHGXFWLRQ#WRROV1#)RU#
LQVWDQFH/#LW#QHJRWLDWHG#D#JRYHUQPHQW#ORQJ#GLVWDQFH#UDWH#ZKHQ#FDOOLQJ#
FDUGV#DUH#XVHG1#$OO#GHSDUWPHQWV#DQG#DJHQFLHV#FDQ#REWDLQ#WKHVH#FDOOLQJ#
FDUGV#DQG#XVH#WKHP#WR#FRYHU#ORQJ#GLVWDQFH#DLUWLPH#IRU#FHOO#SKRQH#XVHUV1#
$QG#WKH#FRVW#LV#XQGHU#43#FHQWV#SHU#PLQXWH/#D#VXEVWDQWLDO#VDYLQJ#ZKHQ#
FRPSDUHG#WR#WKH#53#FHQWV#RU#PRUH#FKDUJHG#RQ#PDQ\#ORQJ#GLVWDQFH#SODQV1#

7.23 7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#KDV#DOVR#LQIRUPHG#
GHSDUWPHQWV#WKDW#PDQ\#GLIIHUHQW#XVDJH#SODQV#DUH#DYDLODEOH#WR#PHHW#WKHLU#
ORQJ#GLVWDQFH#DQG#FHOOXODU#DLUWLPH#QHHGV/#GHWDLOV#RI#ZKLFK#FDQ#EH#REWDLQHG#
IURP#WKH#SURYLGHU1#$GGLWLRQDOO\#LW#KDV#LQIRUPHG#GHSDUWPHQWV#WKDW#
SURYLGHUV·#UHSUHVHQWDWLYHV#ZLOO#KHOS#WKHP#PDWFK#WKHLU#XVDJH#QHHGV#ZLWK#
DYDLODEOH#XVDJH#SODQV#LQ#RUGHU#WR#UHGXFH#FRVWV1#

7.24 ,Q#RXU#RSLQLRQ#DLUWLPH#DQG#ORQJ#GLVWDQFH#XVDJH#DUH#VXEMHFW#WR#WKH#
SURYLVLRQV#RI#WKH#3XEOLF#3XUFKDVLQJ#$FW1#1HLWKHU#KDV#EHHQ#H[HPSWHG#
IURP#WKHVH#SURYLVLRQV#DQG/#E\#QRW#WHQGHULQJ/#WKH#'HSDUWPHQW#LV#WKHUHIRUH#
LQ#YLRODWLRQ#RI#WKH#3XEOLF#3XUFKDVLQJ#$FW1#7KH#'HSDUWPHQW#VKRXOG#EH#
SXWWLQJ#ERWK#WKHVH#VHUYLFHV#RXW#WR#WHQGHU1#$V#VRPH#SURYLGHUV#PD\#RQO\#EH#
DEOH#WR#IXOILO#ORQJ#GLVWDQFH#UHTXLUHPHQWV/#WKH#'HSDUWPHQW#VKRXOG#FRQVLGHU#
WKH#FRVWV#DQG#EHQHILWV#RI#WHQGHULQJ#ORQJ#GLVWDQFH#DQG#DLUWLPH#XVDJH#
VHSDUDWHO\1#7KLV#ZLOO#DOORZ#DOO#SURYLGHUV#WR#FRPSHWH#IRU#ORQJ#GLVWDQFH#
XVDJH/#WKXV#HQVXULQJ#DOO#KDYH#DFFHVV#WR#SURYLGLQJ#WKDW#VHUYLFH#DQG#
LQFUHDVLQJ#FRPSHWLWLRQ#IRU#LW1
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&KDSWHU#: 'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV
7.25 *LYHQ#WKH#DPRXQW#RI#EXVLQHVV#DYDLODEOH#RQH#ZRXOG#H[SHFW#WKDW#
LQWHUHVW#LQ#REWDLQLQJ#WKLV#EXVLQHVV#ZRXOG#EH#KLJK#DQG#VLJQLILFDQW#VDYLQJV#
FRXOG#RFFXU1#2QH#RI#WKH#SURYLGHUV#LQGLFDWHG#WR#XV#WKDW#JRYHUQPHQW#ZDV#
QRW#DFKLHYLQJ#SRWHQWLDO#VDYLQJV#EHFDXVH#LW#ZDV#QRW#EDUJDLQLQJ/#RU#
WHQGHULQJ/#LWV#XVDJH#UHTXLUHPHQWV1

&RQFOXVLRQ 7.26 7KH#FULWHULRQ#LV#SDUWLDOO\#PHW1#7KH#'HSDUWPHQW#LV#FRPSO\LQJ#ZLWK#
WKH#3XEOLF#3XUFKDVLQJ#$FW#LQ#SXUFKDVLQJ#FHOO#SKRQH#KDUGZDUH#EXW/#LQ#QRW#
WHQGHULQJ#IRU#DLUWLPH#DQG#ORQJ#GLVWDQFH#XVDJH/#LV#LQ#YLRODWLRQ#RI#WKH#
3XEOLF#3XUFKDVLQJ#$FW1#

5HFRPPHQGDWLRQ 7.27 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRPSO\#ZLWK#WKH#3XEOLF#
3XUFKDVLQJ#$FW#DQG#WHQGHU#DLUWLPH#DQG#ORQJ#GLVWDQFH#XVDJH#IRU#FHOO#
SKRQHV1

'HSDUWPHQWDO#UHVSRQVH 7.28 7KH#'HSDUWPHQW#KDV#QRW#SUHYLRXVO\#WHQGHUHG#IRU#FHOO#SKRQH#XVDJH#
DQG#ORQJ#GLVWDQFH/#DV#XQWLO#UHFHQWO\/#FHOOXODU#VHUYLFHV#KDG#OLPLWHG#
FRPSHWLWLYH#DYDLODELOLW\#WKURXJKRXW#WKH#3URYLQFH1#,Q#IDFW/#LQ#SDUWLFXODU#
DUHDV/#D#´PRQRSRO\µ#VLWXDWLRQ#H[LVWHG#PDNLQJ#LW#DSSURSULDWH#WR#DFTXLUH#
XQGHU#VHFWLRQ#5:+4,J#RI#WKH#3XEOLF#3XUFKDVLQJ#$FW1#$V#WKH#FRPSHWLWLYH#
DYDLODELOLW\#LQ#DOO#DUHDV#RI#WKH#3URYLQFH#KDV#LPSURYHG/#WKH#WLPLQJ#ZDV#
PRUH#DSSURSULDWH#IRU#WKH#DGRSWLRQ#RI#D#SROLF\#WR#SXEOLFO\#WHQGHU#IRU#VXFK#
VHUYLFHV1#7KLV#RFFXUUHG#LQ#-XQH#53351

7.29 7KH#'HSDUWPHQW#ZLOO#EH#WHQGHULQJ#IRU#FHOOXODU#DLU#WLPH#DQG#
FHOOXODU#ORQJ#GLVWDQFH#UDWHV#E\#WKH#VSULQJ#RI#5336/#LQ#FRQMXQFWLRQ#ZLWK#
WKH#QHZ#FHOOXODU#KDUGZDUH#FRQWUDFW1#7KLV#LV#FRQVLVWHQW#ZLWK#WKH#WHOHFRP#
SURFXUHPHQW#SROLF\#DSSURYHG#E\#WKH#%RDUG#RI#0DQDJHPHQW#DW#WKH#UHTXHVW#
RI#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV1

+DUGZDUH#DQG#XVDJH#
UHTXLUHPHQWV

7.30 2XU#VHFRQG#FULWHULRQ#ZDV=

7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#VKRXOG#KDYH#D#
SURFHGXUH#LQ#SODFH#WR#GHWHUPLQH#FHOO#SKRQH#DQG#UHODWHG#XVDJH#
SODQ#UHTXLUHPHQWV#IRU#WKH#WHQGHULQJ#SHULRG1

7.31 $V#VWDWHG#HDUOLHU#LQ#WKLV#FKDSWHU/#JRYHUQPHQW#SROLF\#JLYHV#WKH#
'HSDUWPHQW#UHVSRQVLELOLW\#IRU#WKH#´QHJRWLDWLRQ/#RQ#EHKDOI#RI#WKH#
*RYHUQPHQW/#RI#FHOOXODU#WHOHSKRQH#QHWZRUN#VHUYLFH#SURSRVDOV#DQG#
VDWHOOLWH#WHOHSKRQH#VHUYLFH#SURSRVDOV1µ

7.32 7R#HIIHFWLYHO\#SXUFKDVH#D#SURGXFW#WKH#SXUFKDVHU#PXVW#GHWHUPLQH#
XVHU#QHHGV#DQG#KRZ#ZHOO#SURGXFWV#DYDLODEOH#RQ#WKH#PDUNHW#PHHW#WKHVH#
QHHGV1#,Q#WKH#FDVH#RI#FHOO#SKRQHV#WKH#'HSDUWPHQW#PXVW#EH#DZDUH#RI#
KDUGZDUH#DQG#XVDJH#QHHGV#DQG#WKHLU#DYDLODELOLW\1

&HOO#SKRQH#KDUGZDUH#
UHTXLUHPHQWV

7.33 7KH#'HSDUWPHQW#KDV#D#YHU\#JRRG#SURFHVV#LQ#SODFH#WR#GHWHUPLQH#
DQG#DGGUHVV#JRYHUQPHQWDO#FHOO#SKRQH#KDUGZDUH#QHHGV1#%ULHIO\/#WKH#
'HSDUWPHQW#GHWHUPLQHV#WKH#VHUYLFH#DQG#HTXLSPHQW#IHDWXUH#QHHGV#RI#
GHSDUWPHQWV#+KDUGZDUH#QHHGV,#DQG#PDWFKHV#WKHVH#WR#WKH#OLVW#RI#HTXLSPHQW#
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'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV &KDSWHU#:
DYDLODEOH#IURP#ORFDO#SURYLGHUV1#7R#PHHW#GLIIHUHQW#XVHU#QHHGV#WKH#
'HSDUWPHQW#HVWDEOLVKHV#VHYHUDO#SKRQH#FODVVLILFDWLRQV#DQG#WKH#EHVW#SKRQHV#
DYDLODEOH#IURP#SURYLGHUV#LQ#WKRVH#FODVVLILFDWLRQV1

&HOO#SKRQH#XVDJH#
UHTXLUHPHQWV

7.34 $V#ZLWK#ODQGOLQH#SKRQHV/#VHYHUDO#SURYLGHUV#RIIHU#ORQJ#GLVWDQFH#
SODQV#IRU#FHOO#SKRQHV1#+RZHYHU#XQOLNH#ODQGOLQH#SKRQH#SODQV/#ZKHUH#DOO#
ORFDO#VHUYLFH#DLUWLPH#LV#LQFOXGHG#LQ#WKH#PRQWKO\#FKDUJH/#PRVW#FHOOXODU#
SODQV#GR#QRW#SURYLGH#IRU#XQOLPLWHG#DLUWLPH#XVDJH1#$V#D#UHVXOW#JRYHUQPHQW#
PXVW#SXUFKDVH#ERWK#FHOOXODU#DLUWLPH#DQG#ORQJ#GLVWDQFH#XVDJH1

7.35 $W#WKH#WLPH#RI#RXU#DXGLW#WKH#'HSDUWPHQW#GLG#QRW#DGGUHVV#´XVDJH#
QHHGV#LVVXHVµ1#7KLV#LV#EHFDXVH#JRYHUQPHQW#GHSDUWPHQWV#DUH#UHVSRQVLEOH#
IRU#GHWHUPLQLQJ#WKHLU#RZQ#QHHGV#HLWKHU#RQ#DQ#LQGLYLGXDO#XVHU#RU#
GHSDUWPHQWDO#EDVLV#DQG#WKH#'HSDUWPHQW#KDV#QRW#WHQGHUHG#IRU#FHOOXODU#
XVDJH1

7.36 :KLOH#GHSDUWPHQWV#PD\#NQRZ#ZKDW#WKH#VROXWLRQV#WR#WKHLU#RZQ#
XVDJH#QHHGV#DUH/#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#LV#LQ#WKH#EHVW#
SRVLWLRQ#WR#GHWHUPLQH#ZKDW#JRYHUQPHQW0ZLGH#UHTXLUHPHQWV#DUH1#$QG#LI#
WKH#'HSDUWPHQW#LV#UHVSRQVLEOH#WR#GHWHUPLQH#JRYHUQPHQW#XVDJH#QHHGV#LW#
ZLOO#EH#DEOH#WR#ORRN#EH\RQG#HDFK#GHSDUWPHQW·V/#RU#LQGLYLGXDO·V/#VROXWLRQV#
DQG#GHWHUPLQH#LI#EHWWHU/#FKHDSHU#JRYHUQPHQW0ZLGH#VROXWLRQV#H[LVW1

7.37 )RU#LQVWDQFH/#WKH#'HSDUWPHQW#FRXOG#WHQGHU#IRU#HLWKHU#FHOOXODU#
DLUWLPH#RU#ORQJ#GLVWDQFH#XVDJH#PLQXWHV#RQ#D#JRYHUQPHQW0ZLGH#EDVLV#
UDWKHU#WKDQ#RQ#D#VLQJOH#XVHU#RU#GHSDUWPHQWDO#EDVLV1#&RPELQLQJ#XVDJH/#DQG#
WHQGHULQJ#DW#WKLV#KLJKHU#XVDJH#OHYHO/#ZLOO#UHVXOW#LQ#VDYLQJV>#SURYLGHU#SODQV#
EHFRPH#FKHDSHU/#RQ#D#SHU#PLQXWH#EDVLV/#DV#YROXPH#LQFUHDVHV1#7KLV#WHQGHU#
FRXOG#EH#H[SDQGHG#WR#PHHW#WKH#XVDJH#UHTXLUHPHQWV#IRU#DOO#SDUWV#RI#
JRYHUQPHQW/#LQFOXGLQJ#GHSDUWPHQWV/#&URZQ#FRUSRUDWLRQV/#UHJLRQDO#
KHDOWK#DXWKRULWLHV/#DQG#VFKRRO#GLVWULFWV1

&RQFOXVLRQ 7.38 7KH#FULWHULRQ#LV#SDUWLDOO\#PHW1#7KH#'HSDUWPHQW#KDV#GRQH#D#YHU\#
JRRG#MRE#LQ#GHWHUPLQLQJ#FHOO#SKRQH#KDUGZDUH#UHTXLUHPHQWV#DQG#WKH#
SKRQHV#DYDLODEOH#IURP#WKH#FHOOXODU#QHWZRUN#SURYLGHUV#WKDW#EHVW#PHHW#WKHVH#
QHHGV1#+RZHYHU/#LW#GRHV#QRW#GHWHUPLQH#FHOOXODU#DLUWLPH#RU#ORQJ#GLVWDQFH#
XVDJH#QHHGV1

5HFRPPHQGDWLRQ# 7.39 7KH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#D#JRYHUQPHQW0ZLGH#
DSSURDFK#IRU#WKH#DSSURSULDWH#DQDO\VLV#DQG#SURFXUHPHQW#RI#FHOOXODU#
DLUWLPH#DQG#ORQJ#GLVWDQFH#SDFNDJHV1

'HSDUWPHQWDO#UHVSRQVH 7.40 7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#KDV#«#EHHQ#ZRUNLQJ#ZLWK#
WKH#WZR#H[LVWLQJ#FHOO#SKRQH#SURYLGHUV#DQG#KDV#HVWDEOLVKHG#SURFHGXUHV#IRU#
FRQVROLGDWHG#ELOOLQJV#DQG#EHWWHU#FDSWXUH#RI#GDWD#IRU#EXVLQHVV#DQDO\VLV1#
2QFH#ZH#UHDFK#FRQFOXVLRQ#WR#WKHVH#GLVFXVVLRQV/#ZH#ZLOO#EH#LQ#D#EHWWHU#
SRVLWLRQ#WR#SHUIRUP#JRYHUQPHQW0ZLGH#DQDO\VLV#RI#FHOOXODU#DLU#WLPH#DQG#
ORQJ#GLVWDQFH#XVDJH#DV#D#SODQQLQJ#IXQFWLRQ1
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&KDSWHU#: 'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV
7.41 +RZHYHU/#>ZH@#H[SHFW#ZH#ZRXOG#FRQWLQXH#WR#RIIHU#SODQ#RSWLRQV#WR#
GHSDUWPHQWV#DV#WKH\#FDQ#EHVW#PDWFK#LQGLYLGXDO#HPSOR\HHV·#QHHGV1

,QIRUPDWLRQ#
GLVWULEXWLRQ

7.42 2XU#WKLUG#FULWHULRQ#ZDV=

7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#VKRXOG#HQVXUH#LW#
LQIRUPV#WKH#GHSDUWPHQWV#RI#DQ\#WHQGHU#FKDQJHV#RQ#D#WLPHO\#
EDVLV1

+DUGZDUH 7.43 +DUGZDUH#FRQWUDFWV#DUH#RQ#WKH#LQWUDQHW#DQG#DYDLODEOH#WR#DOO#
JRYHUQPHQW#GHSDUWPHQWV1#$Q\#FKDQJHV#WR#WKHVH#FRQWUDFWV#DUH#XSGDWHG#RQ#
WKH#LQWUDQHW#LPPHGLDWHO\/#WKHUHE\#QRWLI\LQJ#GHSDUWPHQWV#LPPHGLDWHO\1#

&HOO#SKRQH#DLUWLPH#XVDJH 7.44 $V#QRWHG#WKHUH#LV#QR#JRYHUQPHQW0ZLGH#FRQWUDFW#IRU#XVDJH#DQG#
ORQJ#GLVWDQFH1

&RQFOXVLRQ 7.45 7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#LV#PHHWLQJ#WKLV#FULWHULRQ#
IRU#H[LVWLQJ#WHQGHUV#DQG#FRQWUDFWV1

'HSDUWPHQWDO#
JXLGHOLQHV#

7.46 2XU#IRXUWK#FULWHULRQ#ZDV=##

'HSDUWPHQWV#VKRXOG#KDYH#JXLGHOLQHV#WKDW#DVVLJQ#WKH#FHOO#
SKRQHV#DQG#WKH#UHODWHG#XVDJH#SODQV#WR#XVHUV#EDVHG#RQ#LGHQWLILHG#
QHHG1

7.47 7KH#ILUVW#VWHS#LQ#D#SURFHVV#WR#GHWHUPLQH#LI#DQ#HPSOR\HH#UHTXLUHV#
DQ#DVVHW#VXFK#DV#D#FHOO#SKRQH#RU#FRPSXWHU#IRU#WKHLU#ZRUN#LV#WR#LGHQWLI\#WKH#
QHHG1#7R#KHOS#LQ#WKH#GHWHUPLQDWLRQ#RI#QHHG/#DQG#WR#NHHS#WKH#DVVHVVPHQW#
RI#QHHGV#FRQVLVWHQW/#ZULWWHQ#JXLGHOLQHV#VKRXOG#EH#HVWDEOLVKHG1

7.48 2QO\#WZR#RI#WKH#WZHQW\0RQH#GHSDUWPHQWV#DQG#DJHQFLHV#ZH#
FRQWDFWHG#VDLG#WKH\#KDYH#ZULWWHQ#JXLGHOLQHV#RU#SROLF\#DGGUHVVLQJ#WKH#QHHG#
IRU/#RU#WKH#XVDJH#RI/#FHOO#SKRQHV1#:KLOH#WKHUH#PD\#EH#LQIRUPDO#JXLGHOLQHV#
LQ#SODFH#WR#GHWHUPLQH#LI#D#FHOO#SKRQH#LV#QHHGHG/#QRW#KDYLQJ#IRUPDO#ZULWWHQ#
JXLGHOLQHV#PD\#OHDG#WR#D#ULVN#RI#LQDSSURSULDWH#DVVLJQPHQW#RI#SKRQHV#DQG#
DLUWLPH#XVDJH#SODQV1#*LYHQ#WKH#PDQ\#RSSRUWXQLWLHV#IRU#JRYHUQPHQW#WR#
EHWWHU#PDWFK#XVDJH#DQG#XVDJH#SODQV#IRU#FHOO#SKRQH#DLUWLPH/#ZH#IRXQG#WKLV#
ULVN#PD\#EH#TXLWH#KLJK1#$QG#VLQFH#PRVW#HPSOR\HHV#RSW#IRU#WKH#EDVLF#
JRYHUQPHQWDO#SODQ/#WKLV#PD\#UHIOHFW#WKDW#GHSDUWPHQWV#SLFN#WKH#REYLRXV#
FKRLFH#UDWKHU#WKDQ#WU\#DQG#HVWLPDWH#ZKDW#IXWXUH#XVDJH#PLJKW#EH1#

7.49 7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#PDNHV#UHFRPPHQGDWLRQV#
UHJDUGLQJ#HIILFLHQW#ORQJ#GLVWDQFH#XVDJH#+FDOOLQJ#FDUGV#YV1#FHOOXODU#WROO,#
DQG#FHOOXODU#YRLFH#PDLO#XVDJH#+OLQNLQJ#WR#ODQGOLQH#VHUYLFH,1#+RZHYHU#
WKHVH#DUH#QRW#LQ#DQ\#IRUPDO#JRYHUQPHQW#SROLF\#GRFXPHQW1#'HSDUWPHQWV#
DUH#H[SHFWHG#WR#DFW#RQ#WKHVH#UHFRPPHQGDWLRQV/#EXW#DUH#QRW#UHTXLUHG#WR#GR#
VR1#7KH#UHVXOW#LV#WKDW#JXLGHOLQHV#RI#WKLV#VRUW#KDYH#EHHQ#IROORZHG#RQ#D#KLW#
DQG#PLVV#EDVLV#ZLWK#JRYHUQPHQW#SD\LQJ#WKH#FRQVHTXHQFHV#RI#IDLOXUH#WR#
FRPSO\1#&HUWDLQO\#LW#ZRXOG#DSSHDU#WKDW#GLUHFWLRQ#IURP#FHQWUDO#
JRYHUQPHQW#LV#UHTXLUHG#LI#JXLGHOLQHV#DUH#WR#EH#IROORZHG1#$V#ZHOO/#VLQFH#
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'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV &KDSWHU#:
XVLQJ#WKH#FDOOLQJ#FDUG#LV#D#VRPHZKDW#FXPEHUVRPH#SURFHVV/#LW#LV#TXLWH#
SRVVLEOH#WKDW#PDQ\#XVHUV#VLPSO\#LJQRUH#WKH#FKHDSHU#PHWKRG#RI#FDOOLQJ#
ORQJ#GLVWDQFH1

7.50 *XLGHOLQHV#WKDW#DVVLJQ#FHOO#SKRQHV#DQG#UHODWHG#XVDJH#SODQV#WR#
XVHUV#EDVHG#RQ#LGHQWLILHG#QHHG#VKRXOG#EH#LQ#SODFH#LQ#HDFK#GHSDUWPHQW1#
$QG#WKHVH#VKRXOG#EH#ZULWWHQ#WR#HQVXUH#HYHU\RQH#NQRZV#WKDW#LW#LV#WKHLU#
UHVSRQVLELOLW\#WR#DVVHVV#SKRQH#DQG#XVDJH#QHHGV#DQG#WR#PDWFK#WKHP#XS#WR#
WKH#EHVW#SODQ#DYDLODEOH1#,GHDOO\#WKLV#VKRXOG#EH#LQ#D#JRYHUQPHQW0ZLGH#
SROLF\1#8VHU#GHSDUWPHQWV#VKRXOG#EH#DGYLVHG#WR#IROORZ#WKH#H[LVWLQJ#
'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#JXLGHOLQHV#LQ#PDNLQJ#WKHLU#GHFLVLRQV1

&RQFOXVLRQ 7.51 7KH#FULWHULRQ#LV#SDUWLDOO\#PHW1#2QO\#WZR#RI#WZHQW\0RQH#
GHSDUWPHQWV#DQG#DJHQFLHV#KDYH#ZULWWHQ#JXLGHOLQHV#WKDW#HQVXUH#FHOO#SKRQHV#
DQG#XVDJH#SODQV#DUH#DVVLJQHG#WR#HPSOR\HHV#EDVHG#RQ#LGHQWLILHG#QHHG1

5HFRPPHQGDWLRQ 7.52 :H#UHFRPPHQGHG#DOO#GHSDUWPHQWV#HVWDEOLVK#ZULWWHQ#
JXLGHOLQHV#IRU#DVVLJQLQJ#FHOO#SKRQHV#DQG#WKH#UHODWHG#XVDJH#SODQV#WR#
XVHUV#EDVHG#RQ#LGHQWLILHG#QHHG1

&HOO#SKRQH#FRQWURO 7.53 2XU#ILIWK#FULWHULRQ#ZDV=

'HSDUWPHQWV#VKRXOG#KDYH#D#FRPSOHWH#OLVWLQJ#RI#DOO#WKHLU#FHOO#
SKRQHV/#WKH#XVHU/#DQG#WKH#LGHQWLILFDWLRQ#QXPEHU1

7.54 :H#VXUYH\HG#WZHQW\0RQH#GHSDUWPHQWV#DQG#DJHQFLHV#DQG#DVNHG#LI#
WKH\#KDG#OLVWLQJV#RI#WKH#QXPEHU#RI#FHOO#SKRQHV#WKH\#RZQ#DQG/#LI#VR/#
ZKHWKHU#WKH#OLVWLQJV#LGHQWLI\#WKH#XVHU1#$OO#EXW#RQH#LQGLFDWHG#WKH\#KDYH#
OLVWLQJV#RI#WKHLU#FHOO#SKRQHV#DQG#LGHQWLI\#WKH#XVHUV#RI#WKH#SKRQHV1#

7.55 7R#GHWHUPLQH#WKH#LQIRUPDWLRQ#WKHVH#OLVWLQJV#FRQWDLQHG/#ZH#
FRQWDFWHG#IRXU#GHSDUWPHQWV1#:H#IRXQG#WKDW#HDFK#RI#WKHVH#GHSDUWPHQWV#
KDG#D#FXUUHQW/#RU#IDLUO\#FXUUHQW/#FHOO#SKRQH#OLVWLQJ#ZKLFK#LGHQWLILHG#WKH#
ORFDO#VHUYLFH#SKRQH#QXPEHU1#+RZHYHU#RWKHU#OLVWLQJ#LQIRUPDWLRQ#YDULHG1#
0RVW#LGHQWLILHG#WKH#SKRQH·V#XVHU/#EXW#RQH#RQO\#LGHQWLILHG#WKH#UHJLRQ#WKH#
SKRQH#ZDV#LQ1#$#VHULDO#QXPEHU#RU#DQ#DVVHW#QXPEHU#IRU#WKH#SKRQH#ZDV#
VHOGRP#LQFOXGHG1#,Q#RQH#FDVH#WKH#GHSDUWPHQW#LGHQWLILHG#WKH#SKRQH#PRGHO1

&RQFOXVLRQ 7.56 7KH#FULWHULRQ#LV#QRW#PHW1#:KLOH#DOO#GHSDUWPHQWV#EXW#RQH#KDYH#FHOO#
SKRQH#OLVWLQJV/#WKH#XVHU#DQG#LGHQWLILFDWLRQ#QXPEHU#DUH#QRW#DOZD\V#
LGHQWLILHG1

5HFRPPHQGDWLRQ 7.57 :H#UHFRPPHQGHG#GHSDUWPHQWV#KDYH#D#FRPSOHWH#OLVWLQJ#RI#
GHSDUWPHQWDO#FHOO#SKRQHV/#LQFOXGLQJ#WKH#XVHU#DQG#LGHQWLILFDWLRQ#
QXPEHU1

0DWFKLQJ#JRYHUQPHQW#
XVDJH#WUHQGV#DQG#
SURYLGHUV·#VHUYLFH#SODQV

7.58 2XU#VL[WK#FULWHULRQ#ZDV=

'HSDUWPHQWV#VKRXOG#KDYH#DQ#DGHTXDWH#V\VWHP#LQ#SODFH#WR#
HQVXUH#WKH\#DUH#PDWFKLQJ#WKH#XVHU#WR#WKH#RSWLPXP#XVDJH#SODQ1
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&KDSWHU#: 'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV
7.59 )RU#JRYHUQPHQW#WR#PLQLPL]H#H[SHQGLWXUHV#RQ#FHOO#SKRQH#XVDJH/#
HDFK#GHSDUWPHQW/#RU#JRYHUQPHQW#RUJDQL]DWLRQ/#PXVW#KDYH#D#V\VWHP#LQ#
SODFH#WKDW#SHULRGLFDOO\#PDWFKHV#XVDJH#DQG#XVDJH#SODQV1#$V#SDUW#RI#RXU#
VXUYH\#RI#WKH#WZHQW\0RQH#GHSDUWPHQWV#DQG#DJHQFLHV/#ZH#DVNHG#LI#WKH\#
HDFK#KDG#VXFK#D#V\VWHP1#2QO\#WKUHH#GHSDUWPHQWV#VDLG#WKH\#KDG#VXFK#D#
V\VWHP#LQ#SODFH#ZKLOH#WZR#PRUH#VDLG#WKH\#DUH#SODQQLQJ#WR#SHUIRUP#D#
UHYLHZ#RI#XVDJH#YHUVXV#XVDJH#SODQV#LQ#WKH#VXPPHU#RI#53351

7.60 :H#ZHUH#FRQFHUQHG#WKDW#VR#IHZ#GHSDUWPHQWV#ZHUH#UHYLHZLQJ#
XVDJH#YHUVXV#XVDJH#SODQV/#HVSHFLDOO\#LQ#OLJKW#RI#WKH#VLJQLILFDQW#GROODUV#
WKDW#JRYHUQPHQW#VSHQGV#RQ#FHOOXODU#DLUWLPH#DQG#ORQJ#GLVWDQFH1#:H#ZHUH#
DOVR#VXUSULVHG#WR#OHDUQ#WKDW/#DOWKRXJK#WKH#VHUYLFH#LV#IUHH/#IHZ#GHSDUWPHQWV#
ZHUH#XVLQJ#SURYLGHUV·#VWDII#WR#KHOS#WKHP#VDYH#PRQH\#E\#EHWWHU#PDWFKLQJ#
SODQV#DQG#XVH1#:H#OHDUQHG#WKDW#RQH#SURYLGHU#DFWXDOO\#WROG#JRYHUQPHQW#
VWDII#WKDW#VDYLQJV#FRXOG#EH#DFKLHYHG#LI#FHUWDLQ#SODQ#FKDQJHV#ZHUH#PDGH#
DQG#\HW#WKH#GHSDUWPHQWV#LQ#TXHVWLRQ#DSSDUHQWO\#GLG#QRW#FKDQJH#SODQV1

7.61 )RU#RXU#SDUW#ZH#IRXQG#WKDW#IRU#PRVW#FHOO#SKRQH#DFFRXQWV#ZH#
ORRNHG#DW/#EHWWHU#PDWFKLQJ#RI#XVDJH#DQG#SODQV#ZDV#DFKLHYDEOH1#,Q#HDFK#
FDVH#PRQLHV#FRXOG#EH#VDYHG#LI#DQDO\VHV#ZHUH#SHUIRUPHG/#HLWKHU#RQ#D#XVHU#
E\#XVHU/#JURXS#RU#GHSDUWPHQWDO#EDVLV1#$V#WKH#DXGLW#SURFHHGHG#DQG#ZH#
OHDUQHG#PRUH#RI#WKH#SODQV#DYDLODEOH/#LW#EHFDPH#PRUH#DQG#PRUH#HYLGHQW#
WKDW#RSSRUWXQLWLHV#IRU#EHWWHU#PDWFKLQJ#H[LVWHG1#$#FRXSOH#RI#H[DPSOHV#
IROORZ1#

7.62 7KH#ILUVW#H[DPSOH#UHODWHV#WR#D#JURXS#RI#HLJKW#HPSOR\HHV#LQ#RQH#
GHSDUWPHQW#ZKR#KDG#KLJK#WUDYHO#UHTXLUHPHQWV#DV#SDUW#RI#WKHLU#QRUPDO#MRE#
GXWLHV1#$OO#HLJKW#FRXOG#KDYH#DFKLHYHG#VXEVWDQWLDO#VDYLQJV#LI#RWKHU#SODQV#
ZHUH#DGRSWHG1#2QH#RI#WKH#HLJKW#FRXOG#KDYH#DFKLHYHG#VDYLQJV#RI#RYHU#
'733#RYHU#WKUHH#PRQWKV1#,Q#DQRWKHU#H[DPSOH/#D#XVHU#FRXOG#KDYH#VDYHG#
RYHU#':33#LQ#RQH#PRQWK#LI#DQ#LQWHUQDWLRQDO#UDWH#SODQ#KDG#EHHQ#DGRSWHG#
UDWKHU#WKDQ#D#´&DQDGD#RQO\µ#SODQ1#

7.63 $V#ZHOO#ZH#IRXQG#WKDW#VRPH#SURYLGHUV#RIIHU#SODQV#WKDW#VKDUH#ORQJ#
GLVWDQFH#RU#DLUWLPH#XVDJH#DPRQJVW#XVHUV1#7KHVH#FRXOG#EH#XVHG#WR#PHHW#
WKH#XVDJH#UHTXLUHPHQWV#IRU#JURXSV/#GHSDUWPHQWV#RU#HYHQ#IRU#DOO#
JRYHUQPHQW#LQFOXGLQJ#&URZQ#FRUSRUDWLRQV/#UHJLRQDO#KHDOWK#DXWKRULWLHV#
DQG#VFKRRO#GLVWULFWV1#$V#RQH#ZRXOG#H[SHFW/#UDWHV#GHFUHDVH#DV#XVDJH#
LQFUHDVHV#VR#SXUFKDVLQJ#RQ#D#´EXONµ#EDVLV#FRXOG#VDYH#VLJQLILFDQW#GROODUV1#
,Q#RQH#FDVH#ZH#IRXQG#WKDW#WKH#VKDULQJ#RI#WLPH#DPRQJVW#5:#SKRQHV#ZRXOG#
KDYH#VDYHG#RYHU#'7/;33#DQQXDOO\1#1RQH#RI#WKH#GHSDUWPHQWV#ZH#
LQWHUYLHZHG#KDG#WDNHQ#DGYDQWDJH#RI#WKHVH#EXON#SXUFKDVH#SODQV#DOWKRXJK#
RQH#ZDV#WKLQNLQJ#RI#LW1

&RQFOXVLRQ 7.64 7KH#FULWHULRQ#LV#QRW#PHW1#'HSDUWPHQWV#GR#QRW#KDYH#V\VWHPV#LQ#
SODFH#WR#HQVXUH#WKH\#DUH#HIIHFWLYHO\#PDWFKLQJ#DLUWLPH#XVDJH#DQG#SURYLGHU#
XVDJH#SODQV#IRU#HLWKHU#ORQJ#GLVWDQFH#RU#ORFDO#DLUWLPH1
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'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV &KDSWHU#:
5HFRPPHQGDWLRQ 7.65 :H#UHFRPPHQGHG#WKDW#GHSDUWPHQWV#KDYH#DQ#DGHTXDWH#V\VWHP#
LQ#SODFH#WR#HQVXUH#WKH\#DUH#PDWFKLQJ#WKH#XVHU#WR#WKH#RSWLPXP#XVDJH#
SODQ1

3D\PHQW#DSSURYDOV 7.66 2XU#VHYHQWK#FULWHULRQ#ZDV=

'HSDUWPHQWV#VKRXOG#PRQLWRU#FHOO#SKRQH#XVDJH#IRU#
DSSURSULDWHQHVV#DQG#DFFXUDF\#RI#FKDUJHV1

7.67 ,Q#2FWREHU#4<<8#WKH#2IILFH#RI#WKH#&RPSWUROOHU#UHOHDVHG#D#UHSRUW#
RQ#WHOHSKRQHV#WLWOHG#´7HOHSKRQH#&RVWV#5HYLHZ1µ#2QH#RI#WKH#REMHFWLYHV#RI#
WKH#UHYLHZ#ZDV#´WR#GHWHUPLQH#ZKHWKHU#V\VWHPV#ZHUH#LQ#SODFH#WR#FRQWURO#
H[SHQGLWXUHV1µ#7KH#ILQGLQJV#VWDWHG#WKDW#´VRPH#GHSDUWPHQWV#DUH#QRW#
H[HUFLVLQJ#DGHTXDWH#FRQWUROV#RYHU#ORQJ#GLVWDQFH#DQG#DFFHVV#OLQH#
H[SHQGLWXUHV1µ#7KH#&RPSWUROOHU#UHFRPPHQGHG#WKDW#´'HSDUWPHQWV#
VKRXOG#HQVXUH#PDQDJHPHQW#UHYLHZ#SKRQH#ELOOV#IRU#REYLRXV#LUUHJXODULWLHV#
DQG#RQ#D#PRQWKO\#EDVLV#UHYLHZ#D#UDQGRP#VDPSOH#LQ#GHWDLO1µ

7.68 2XU#VXUYH\#LQGLFDWHG#WKDW#ILIWHHQ#RI#WZHQW\0RQH#GHSDUWPHQWV#DQG#
DJHQFLHV#UHTXLUH#´WKH#DSSURSULDWH#GHSDUWPHQWDO#SHUVRQµ#WR#DSSURYH#
PRQWKO\#FHOO#SKRQH#FKDUJHV1#+RZHYHU/#RXU#IROORZ0XS#DXGLW#ZRUN#LQ#IRXU#
RI#WKHVH#GHSDUWPHQWV#LQGLFDWHG#WKLV#DSSURYDO#SURFHVV#LV#LQIRUPDO1#7KHUH#
DUH#QR#ZULWWHQ#SURFHGXUHV#JRYHUQLQJ#WKH#QDWXUH#RI#WKHVH#UHYLHZV#DQG#ZKR#
VKRXOG#SHUIRUP#WKHP1#*RRG#SUDFWLFH/#DV#VXSSRUWHG#E\#WKH#&RPSWUROOHU·V#
UHFRPPHQGDWLRQ/#VXJJHVWV#VXSHUYLVRUV#VKRXOG#FKHFN#WKDW#ELOOV#DUH#
UHDVRQDEOH1#7KHUH#PD\#EH#VRPH#QHHG#WR#IRUPDOL]H#WKLV#SURFHGXUH#WR#KHOS#
HQVXUH#LW#JHWV#GRQH1

7.69 +RZHYHU/#UHYLHZ#E\#D#VXSHUYLVRU#RU#PDQDJHU#LV#XQOLNHO\#WR#VSRW#
DQ\#PLVXVH#RWKHU#WKDQ#WKH#WUXO\#YHU\#REYLRXV1#:KLOH#UHYLHZ#RU#VDPSOLQJ#
E\#VXSHUYLVRUV#LV#DQ#LPSRUWDQW#FRQWURO/#ZH#DUH#RI#WKH#RSLQLRQ#WKDW#WKH#
EHVW#SHUVRQ#WR#UHYLHZ#SKRQH#FKDUJHV#WR#KLV#RU#KHU#SKRQH#LV#WKH#XVHU1#
*RYHUQPHQW#SROLF\#GRHV#VWDWH#WKDW#´XVHUV#VKRXOG#SHUXVH#WKHLU#WHOHSKRQH#
DFFRXQWV#WR#GHWHFW#ELOOLQJ#HUURUV/#DEXVH#RU#IUDXG1µ

&RQFOXVLRQ 7.70 7KH#FULWHULRQ#LV#RQO\#SDUWLDOO\#PHW1#6L[#RI#WZHQW\0RQH#
GHSDUWPHQWV#DQG#DJHQFLHV#LQ#WKH#VXUYH\#GR#QRW#PRQLWRU#FHOO#SKRQH#
FKDUJHV#IRU#DSSURSULDWHQHVV#DQG#DFFXUDF\1#

5HFRPPHQGDWLRQ 7.71 :H#UHFRPPHQGHG#WKDW#GHSDUWPHQWV#HQVXUH#FHOO#SKRQH#
FKDUJHV#DUH#UHYLHZHG#E\#XVHUV#RQ#D#UHJXODU#EDVLV#DQG#E\#VXSHUYLVRUV#
RQ#D#UDQGRP#RU#WHVW#EDVLV1

'XWLHV#RI#WHOHFRP#
RIILFHUV

7.72 2XU#ILQDO#FULWHULRQ#ZDV=

7KHUH#VKRXOG#EH#D#ZULWWHQ#GHVFULSWLRQ#RI#WKH#GXWLHV#RI#WKH#
WHOHFRP#RIILFHUV#ZLWK#UHVSHFW#WR#FHOO#SKRQHV1

7.73 2QO\#RQH0KDOI#RI#JRYHUQPHQW#GHSDUWPHQWV#DQG#DJHQFLHV#ZH#
VXUYH\HG#KDG#D#ZULWWHQ#MRE#GHVFULSWLRQ#IRU#WKHLU#´WHOHFRP#RIILFHU1µ#$QG#
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&KDSWHU#: 'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV
ZH#GLG#QRW#ILQG#DQ\#UHIHUHQFH#WR#WKH#GXWLHV#RI#WHOHFRPPXQLFDWLRQV#
RIILFHUV#LQ#WKH#JRYHUQPHQW·V#WHOHSKRQH#QHWZRUN#SROLF\1#:H#GLVFXVVHG#
ZLWK#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#WKH#QHHG#IRU#GHSDUWPHQWV#WR#
DVVLJQ#WHOHFRP#GXWLHV/#LQFOXGLQJ#WKRVH#UHODWLQJ#WR#FHOO#SKRQHV/#WR#
LQGLYLGXDOV#LQ#WKH#GHSDUWPHQWV1#:H#DOVR#GLVFXVVHG#ZKR#VKRXOG#GHFLGH#
ZKDW#HDFK#WHOHFRP#RIILFHU#VKRXOG#EH#UHVSRQVLEOH#IRU#DQG#ZKHWKHU#D#
ZULWWHQ#GHVFULSWLRQ#RI#GXWLHV#LV#QHFHVVDU\1#7KH#WHOHFRPPXQLFDWLRQV#
RIILFHU#VHUYHV#DV#DQ#LPSRUWDQW#FRQWDFW#EHWZHHQ#WKH#'HSDUWPHQW#RI#6XSSO\#
DQG#6HUYLFHV#DQG#HDFK#GHSDUWPHQW#LQ#WHUPV#RI#FRPPXQLFDWLQJ#YDULRXV#
LQIRUPDWLRQ/#SURFHGXUHV/#HWF1

7.74 7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#ZDV#FRQFHUQHG#WKDW#
GLIIHUHQFHV#LQ#WKH#VL]H#RI#GHSDUWPHQWV#DQG#WKH#YROXPH#RI#XVDJH#RI#FHOO#
SKRQHV#PDNH#D#JRYHUQPHQW0ZLGH#GHVFULSWLRQ#GLIILFXOW#DQG/#DV#VXFK/#HDFK#
GHSDUWPHQW#VKRXOG#EH#UHVSRQVLEOH#IRU#VHWWLQJ#LWV#RZQ1#+RZHYHU/#VWDII#GLG#
VD\#WKDW#LW#ZRXOG#EH#DSSURSULDWH#WKDW#WKH#'HSDUWPHQW·V#JXLGHOLQHV#
HVWDEOLVKHG#IRU#PDQDJLQJ#WHOHFRPPXQLFDWLRQV#VKRXOG#EH#IROORZHG1#
3HUKDSV#WKLV#VKRXOG#EH#DQ#LPSRUWDQW#SDUW#RI#DQ\#GHSDUWPHQW·V#MRE#
GHVFULSWLRQ#IRU#LWV#WHOHFRP#RIILFHUV1#,Q#GHYHORSLQJ#MRE#GHVFULSWLRQV/#LW#LV#
LPSRUWDQW#WKDW#GHSDUWPHQWV#WHPSHU#WKH#GHJUHH#RI#GHWDLO#E\#UHIOHFWLQJ#RQ#
WKH#VL]H#RI#WKH#GHSDUWPHQW#DQG#WKH#YROXPH#RI#WHOHFRPPXQLFDWLRQV#
WUDQVDFWLRQV/#LQFOXGLQJ#WKRVH#DVVRFLDWHG#ZLWK#FHOOXODU#SKRQHV1

&RQFOXVLRQ 7.75 7KH#FULWHULRQ#LV#QRW#PHW1

5HFRPPHQGDWLRQ 7.76 :H#UHFRPPHQGHG#WKDW#DOO#GHSDUWPHQWV#KDYH#D#ZULWWHQ#
GHVFULSWLRQ#RI#WKH#GXWLHV#RI#WKHLU#WHOHFRP#RIILFHUV1#7KHVH#GHVFULSWLRQV#
VKRXOG#LQFOXGH#WKH#WHOHFRP#RIILFHUV·#VSHFLILF#GXWLHV#ZLWK#UHVSHFW#WR#
FHOO#SKRQHV#DQG#WKH#LPSRUWDQFH#RI#XVLQJ#WKH#JXLGHOLQHV#RI#WKH#
'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#IRU#PDQDJLQJ#
WHOHFRPPXQLFDWLRQV1

'HSDUWPHQWDO#UHVSRQVH 7.77 2Q#EHKDOI#RI#WKH#%RDUG#RI#0DQDJHPHQW/#WKH#'HSXW\#0LQLVWHU#RI#
)LQDQFH#SURYLGHG#WKH#IROORZLQJ#UHVSRQVH#WR#RXU#JRYHUQPHQW0ZLGH#
REVHUYDWLRQV#DQG#UHFRPPHQGDWLRQV=

%DVHG#RQ#WKH#UHVSRQVH#IURP#6XSSO\#DQG#6HUYLFHV#LW#LV#FOHDU#WKDW#
WKH#LQWHQW#RI#UHFRPPHQGDWLRQV#>XQGHU#RXU#IRXUWK#DQG#VL[WK#
FULWHULD@#ZLOO#EH#DFKLHYHG#WKURXJK#WKH#WHQGHULQJ#RI#FHOOXODU#
HTXLSPHQW/#DLUWLPH#DQG#ORQJ#GLVWDQFH#UDWHV1#,Q#DGGLWLRQ/#WKH#
HYHQWXDO#FRQVROLGDWLRQ#RI#FHOO#SKRQH#ELOOLQJV#ZLOO#SURYLGH#
JRYHUQPHQW#ZLWK#WKH#DELOLW\#WR#GHWHUPLQH#LI#PDQDJHPHQW#KDV#
DSSURSULDWHO\#XVHG#WKH#JRYHUQPHQW#FRQWUDFW#JXLGH#LQ#WKHLU#
FKRLFHV/#ERWK#JRYHUQPHQW#ZLGH#DQG#DW#WKH#LQGLYLGXDO#
GHSDUWPHQW#OHYHO1

5HFRPPHQGDWLRQV#>XQGHU#RXU#ILIWK#DQG#VHYHQWK#FULWHULD@#
UHSUHVHQW#JRRG#PDQDJHPHQW#SUDFWLFH#DQG#\RXU#FRQFOXVLRQV#
UHODWLYH#WR#GHSDUWPHQWV#KDYLQJ#D#FRPSOHWH#OLVWLQJ#RI#WKHLU#FHOO#
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'HSDUWPHQW#RI#6XSSO\##DQG#6HUYLFHV#0#&HOOXODU#3KRQHV &KDSWHU#:
SKRQHV/#WKH#XVHU/#LGHQWLILFDWLRQ#QXPEHU#DQG#ORFDWLRQ#SOXV#
SD\PHQW#DSSURYDO#SURFHVVHV#ZRXOG#WHQG#WR#VXSSRUW#WKLV#
SUHPLVH1#)RU#WKRVH#GHSDUWPHQWV#WKDW#GR#QRW#DSSO\#DOO#RI#WKHLU#
PDQDJHPHQW#SUDFWLFHV/#WKH#LQFOXVLRQ#RI#WKHVH#UHVSRQVLELOLWLHV#
LQ#WKH#JHQHULF#IXQFWLRQV#IRU#WHOHFRP#RIILFHUV#ZRXOG#DGGUHVV#
\RXU#FRQFHUQV1#,#ZLOO#VSHDN#WR#WKH#DSSURSULDWH#GHSDUWPHQWV#WR#
GHWHUPLQH#WKH#EHVW#ZD\#RI#GHYHORSLQJ#D#JHQHULF#GHVFULSWLRQ1
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 &KDSWHU#;
'HSDUWPHQW#RI#7UDLQLQJ#DQG#
(PSOR\PHQW#'HYHORSPHQW

(PSOR\PHQW#'HYHORSPHQW#
3URJUDPV

&RQWHQWV
%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 488

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 489

5HVXOWV#LQ#EULHI##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 48:

$GHTXDF\#RI#LQWHUQDO#FRQWUROV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 48:

$SSURYDO#DQG#SD\PHQW#RI#IXQGLQJ# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 493

5HSRUWLQJ#RQ#HIIHFWLYHQHVV#RI#SURJUDPV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 49;



&KDSWHU#; 'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV

'HSDUWPHQW#RI#7UDLQLQJ#DQG#
(PSOR\PHQW#'HYHORSPHQW

(PSOR\PHQW#'HYHORSPHQW#
3URJUDPV
%DFNJURXQG 8.1 7KH#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV#RIIHUHG#WKURXJK#WKH#
'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#PHHW#D#YDULHW\#RI#
GLIIHUHQW#QHHGV#DQG#VHUYH#D#YDULHW\#RI#FOLHQWV1#7KH\#DUH#DQ#LPSRUWDQW#
DVSHFW#RI#WKH#ZRUN#GRQH#E\#WKH#'HSDUWPHQW#DQG#PDNH#XS#D#ODUJH#SDUW#RI#
WKH#H[SHQGLWXUHV#RI#WKH#'HSDUWPHQW#+'464#PLOOLRQ#LQ#5334,1#7KHUH#DUH#
ILYH#PDLQ#SURJUDPV#+VHH#([KLELW#;14,/#PRVW#RI#ZKLFK#KDYH#YDULRXV#VXE0
SURJUDPV#RU#FRPSRQHQWV1#7KH#:RUN#$ELOLW\#3URJUDP#SURYLGHV#ZDJH#
VXEVLGLHV#WR#HOLJLEOH#HPSOR\HUV#ZKR#DUH#DEOH#WR#SURYLGH#MRE#H[SHULHQFH#
DQG#WUDLQLQJ#WR#LQGLYLGXDOV#WR#KHOS#WKHP#EHFRPH#´MRE#UHDG\µ1#7KH#
:RUNIRUFH#([SDQVLRQ#3URJUDP#KDV#WZR#FRPSRQHQWV/#WKH#ZDJH#VXEVLG\#
SRUWLRQ#ZKLFK#LV#LQWHQGHG#WR#DLG#LQ#FUHDWLQJ#SHUPDQHQW#HPSOR\PHQW#RU#
DQQXDOO\#UHFXUULQJ#VHDVRQDO#MREV#LQ#1HZ#%UXQVZLFN/#DQG#WKH#6HOI#
(PSOR\PHQW#%HQHILW#FRPSRQHQW#ZKLFK#KHOSV#FOLHQWV#FUHDWH#MREV#IRU#
WKHPVHOYHV#WKURXJK#VHOI#HPSOR\PHQW1#7KH#IRFXV#RI#WKH#7UDLQLQJ#DQG#
6NLOOV#'HYHORSPHQW#3URJUDP#LV#WR#KHOS#FOLHQWV#UHFHLYH#WUDLQLQJ#RU#
HGXFDWLRQDO#SURJUDPV#ZKLFK#ZLOO#DOORZ#WKHP#WR#UHWXUQ#WR#ZRUN1#7KH#JRDO#
RI#WKH#6WXGHQW#(PSOR\PHQW#DQG#([SHULHQFH#'HYHORSPHQW#+6((',#
SURJUDP#LV#WR#HQVXUH#HPSOR\PHQW#RSSRUWXQLWLHV#DUH#DYDLODEOH#WR#VWXGHQWV#
ZKR#QHHG#ZRUN#H[SHULHQFH#DV#SDUW#RI#WKHLU#HYHQWXDO#LQWHJUDWLRQ#WR#WKH#
ZRUNSODFH1#

8.2 7KH#IRXU#FRPSRQHQWV#RI#WKH#(PSOR\PHQW#6HUYLFHV#3URJUDP#
DGGUHVV#WKH#QHHGV#RI#LQGLYLGXDOV/#HPSOR\HUV#DQG#FRPPXQLWLHV#LQ#DGDSWLQJ#
WR#FKDQJLQJ#ODERXU#PDUNHW#QHHGV1#$GMXVWPHQW#6HUYLFHV#KHOS#HPSOR\HUV#
DQG#HPSOR\HHV#WKURXJK#PDQ\#FKDOOHQJHV#IDFLQJ#EXVLQHVV#WRGD\=#JURZWK/#
QHZ#WHFKQRORJ\/#GRZQVL]LQJ#DQG#KXPDQ#UHVRXUFH#LVVXHV1#7UDLQLQJ#DQG#
(PSOR\PHQW#6XSSRUW#6HUYLFHV#DUH#DLPHG#DW#SHUVRQV#ZLWK#SHUPDQHQW#RU#
ORQJ0WHUP#GLVDELOLWLHV#ZKR#QHHG#WR#GHYHORS#PDUNHWDEOH#VNLOOV#LQ#RUGHU#WR#
HQWHU#WKH#ODERXU#IRUFH1#(PSOR\PHQW#$VVLVWDQFH#6HUYLFHV#SURYLGHV#DFFHVV#
WR#HPSOR\PHQW0UHODWHG#VHUYLFHV#WR#FOLHQWV#WKURXJK#WKH#XVH#RI#H[WHUQDO#
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'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV &KDSWHU#;
VHUYLFH#SURYLGHUV1#7KH#5HVHDUFK#DQG#,QQRYDWLRQ#VHUYLFH#H[LVWV#WR#VXSSRUW#
UHVHDUFK#DQG#LQQRYDWLYH#SLORW#SURMHFWV#WKDW#LGHQWLI\#EHWWHU#ZD\V#RI#KHOSLQJ#
SHUVRQV#SUHSDUH#IRU/#UHWXUQ#WR/#RU#NHHS#HPSOR\PHQW#DQG#EH#SURGXFWLYH#
SDUWLFLSDQWV#LQ#WKH#ODERXU#IRUFH1

6FRSH 8.3 7KH#PDLQ#IRFXV#RI#RXU#DXGLW#ZDV#WKH#PDQDJHPHQW#RI#WKH#
SURJUDPV#WR#VHH#KRZ#WKH#'HSDUWPHQW#ZDV#GRLQJ#LQ#DWWHPSWLQJ#WR#PHHW#WKH#
HFRQRPLF#DQG#HPSOR\PHQW#VWUDWHJLF#JRDOV#DQG#REMHFWLYHV#RI#WKH#
3URYLQFH1#(IIHFWLYH#PDQDJHPHQW#FRPHV#IURP#WKH#RSHUDWLRQ#RI#WKH#
SURJUDPV/#WKH#V\VWHPV#WKH\#UHO\#RQ#DQG#HYDOXDWLRQ#RI#UHVXOWV1

8.4 2XU#ZRUN#FRYHUHG#WKH#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV#
IXQGHG#WKURXJK#ERWK#SURYLQFLDO#DQG#IHGHUDO#PRQLHV#LQ#WKH#ILVFDO#\HDUV#
533305334#DQG#5334053351#7KH#'HSDUWPHQW#XVHV#WZR#PDLQ#V\VWHPV#LQ#
WKH#RSHUDWLRQ#RI#WKH#SURJUDPV=#(PSOR\PHQW#'HYHORSPHQW#7UDFNLQJ#
6\VWHP#+('76,#DQG#6NLOOV#/RDQV#DQG#*UDQWV#+6/*,1#2XU#V\VWHPV#ZRUN#
FRQFHQWUDWHG#RQ#WKH#('76#V\VWHP#DV#LW#FRYHUV#WKH#ODUJHVW#QXPEHU#RI#
SURJUDPV#DQG#VOLJKWO\#RYHU#KDOI#RI#WKH#GROODUV#VSHQW1#7KH#DFWXDO#WHVWLQJ#RI#
FRQWUDFWV#FRYHUHG#WKH#ODUJHU#SURJUDPV=#:RUN#$ELOLW\/#:RUNIRUFH#
([SDQVLRQ/#DQG#7UDLQLQJ#DQG#6NLOOV#'HYHORSPHQW#+76',1#:H#GLG#QRW#
ORRN#DW#FRQWUDFWV#XQGHU#WKH#6WXGHQW#(PSOR\PHQW#DQG#([SHULHQFH#
'HYHORSPHQW#+6((',1#:H#FRQGXFWHG#PLQLPDO#WHVWLQJ#XQGHU#WKUHH#RI#WKH#
IRXU#FRPSRQHQWV#RI#WKH#(PSOR\PHQW#6HUYLFHV#3URJUDP=#$GMXVWPHQW#
6HUYLFHV/#7UDLQLQJ#DQG#(PSOR\PHQW#6XSSRUW#6HUYLFHV#+7(66,#DQG#
(PSOR\PHQW#$VVLVWDQFH#6HUYLFHV1#:H#GLG#QRW#WHVW#WKH#5HVHDUFK#DQG#
,QQRYDWLRQ#VHUYLFH#RI#WKH#(PSOR\PHQW#6HUYLFHV#3URJUDP1#2XU#ZRUN#
LQFOXGHG#LQWHUYLHZLQJ#GHSDUWPHQWDO#VWDII/#UHYLHZLQJ#GRFXPHQWHG#SROLFLHV#
DQG#SURFHGXUHV#DQG#WHVWLQJ#LQGLYLGXDO#FRQWUDFWV#IURP#YDULRXV#SURJUDPV1#
:H#WHVWHG#<4#FRQWUDFWV#LQ#WRWDO#DQG#WKH#DPRXQW#FKRVHQ#IURP#HDFK#
SURJUDP#ZDV#GHWHUPLQHG#XVLQJ#WKH#EXGJHW#ILJXUHV#IURP#533305334#DQG#
533405335#+VHH#([KLELW#;14,1#7KH#ILHOG#ZRUN#DQG#WHVWLQJ#ZDV#FRQGXFWHG#
LQ#-DQXDU\/#)HEUXDU\#DQG#0DUFK#5335#DQG#WKH#UHVXOWV#UHIOHFW#FRQGLWLRQV#
LQ#HIIHFW#DW#WKDW#WLPH1

Exhibit 8.1
(PSOR\PHQW#'HYHORSPHQW#3URJUDPV

8.5 7KH#WKUHH#REMHFWLYHV#IRU#RXU#DXGLW#ZHUH=

352*5$0 %8'*(7#+533405335,
&2175$&76#
6$03/('

:RUN#$ELOLW\ '58/333/333 53

:RUNIRUFH#([SDQVLRQ# '58/333/333 55

7UDLQLQJ#DQG#6NLOOV#'HYHORSPHQW '76/3:4/333 68

6((' '9/833/333 3

(PSOR\PHQW#6HUYLFHV '4:/:78/333 47
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&KDSWHU#; 'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV
• WR#DVVHVV#WKH#DGHTXDF\#RI#WKH#(PSOR\PHQW#'HYHORSPHQW#7UDFNLQJ#
6\VWHP#LQWHUQDO#FRQWUROV#GHVLJQHG#WR#SURYLGH#WLPHO\#DQG#UHOLDEOH#
ILQDQFLDO#LQIRUPDWLRQ>

• WR#DVVHVV#WKH#DGHTXDF\#RI#PDQDJHPHQW#DQG#FRQWURO#SURFHVVHV#RYHU#WKH#
DSSURYDO#DQG#SD\PHQW#RI#(PSOR\PHQW#'HYHORSPHQW#IXQGLQJ>#DQG

• WR#GHWHUPLQH#LI#WKHUH#DUH#DGHTXDWH#SURFHGXUHV#LQ#SODFH#WR#PHDVXUH#
DQG#UHSRUW#RQ#SURJUDP#HIIHFWLYHQHVV1

8.6 7R#DVVLVW#XV#LQ#FRQGXFWLQJ#RXU#ZRUN#ZH#GHYHORSHG#IRXUWHHQ#DXGLW#
FULWHULD1#

8.7 2XU#FKDSWHU#LV#SUHVHQWHG#IROORZLQJ#WKHVH#REMHFWLYHV#DQG#FULWHULD1#
,W#LV#GLYLGHG#LQWR#VHFWLRQV#EDVHG#RQ#WKH#WKUHH#REMHFWLYHV#DQG#LQ#HDFK#
VHFWLRQ#ZH#SUHVHQW#WKH#FULWHULRQ/#DQG#RXU#ILQGLQJV#UHODWLQJ#WR#WKH#
FULWHULRQ1#:H#LQGLFDWH#ZKHWKHU#WKH#FULWHULRQ#KDV#EHHQ#PHW#DQG#SURYLGH#
UHFRPPHQGDWLRQV#LI#DSSOLFDEOH1

5HVXOWV#LQ#EULHI 8.8 $OWKRXJK#WKHUH#DUH#LQWHUQDO#FRQWUROV#LQ#SODFH#GHVLJQHG#WR#
SURYLGH#WLPHO\#DQG#UHOLDEOH#ILQDQFLDO#LQIRUPDWLRQ/#WKHUH#DUH#
LPSURYHPHQWV#WKDW#WKH#'HSDUWPHQW#FRXOG#PDNH1#7KH#'HSDUWPHQW#
VKRXOG#ILQDOL]H#LWV#LQIRUPDWLRQ#WHFKQRORJ\#VHFXULW\#SROLF\/#DQG#
SURYLGH#FOHDU#JXLGDQFH#WR#DOO#UHJLRQV#RQ#GRFXPHQWDWLRQ#WKDW#VKRXOG#
EH#PDLQWDLQHG#WR#VXSSRUW#FRQWUDFWV1

8.9 3RWHQWLDO#FOLHQWV#DUH#ZHOO#LQIRUPHG#DERXW#WKH#SURJUDPV#IRU#
ZKLFK#WKH\#PD\#EH#HOLJLEOH1#(OLJLELOLW\#FULWHULD#H[LVW/#EXW#DUH#QRW#
DOZD\V#FOHDUO\#GRFXPHQWHG/#DQG#GUDIW#SURJUDP#JXLGHOLQHV#KDYH#QRW#
EHHQ#ILQDOL]HG1#1HYHUWKHOHVV/#DSSOLFDQWV#XQGHU#WKH#SURJUDPV#DSSHDU#
WR#EH#WUHDWHG#HTXLWDEO\#DQG#DOO#HPSOR\HHV#KLUHG#XQGHU#WKH#FRQWUDFWV#
ZH#WHVWHG#PHW#WKH#HVWDEOLVKHG#FOLHQW#SURILOHV1#$SSOLFDWLRQV#DUH#
DSSURYHG#DQG#WKH#GHFLVLRQ#FRPPXQLFDWHG#RQ#D#WLPHO\#EDVLV/#DQG#WKH#
GLVEXUVHPHQW#RI#IXQGV#LV#PDGH#RQ#WKH#EDVLV#RI#D#SURSHUO\#DSSURYHG#
ZDJH#FODLP1#+RZHYHU/#DQ#DXGLW#IXQFWLRQ#VKRXOG#EH#HVWDEOLVKHG#WR#
YHULI\#FOLHQW#DVVHUWLRQV#LQ#ERWK#WKH#DSSOLFDWLRQV#DQG#WKH#ZDJH#FODLPV1

8.10 3URJUDPV#DUH#QRW#HYDOXDWHG#RQ#D#UHJXODU#EDVLV1#1RU#GRHV#WKH#
'HSDUWPHQW#SXEOLFO\#UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#LWV#SURJUDPV1#7KH#
GHSDUWPHQWDO#DQQXDO#UHSRUW#GHVFULEHV#RYHUDOO#JRDOV#IRU#WKH#/DERXU#
DQG#(PSOR\PHQW#'LYLVLRQ/#EXW#WKHUH#DUH#QR#UHSRUWHG#VSHFLILF#
REMHFWLYHV#RU#SHUIRUPDQFH#LQGLFDWRUV#WLHG#WR#WKHVH#JRDOV1

$GHTXDF\#RI#LQWHUQDO#
FRQWUROV

8.11 2XU#ILUVW#REMHFWLYH#ZDV#WR#DVVHVV#WKH#DGHTXDF\#RI#WKH#
(PSOR\PHQW#'HYHORSPHQW#7UDFNLQJ#6\VWHP#LQWHUQDO#FRQWUROV#GHVLJQHG#
WR#SURYLGH#WLPHO\#DQG#UHOLDEOH#ILQDQFLDO#LQIRUPDWLRQ1#

8.12 7KLV#V\VWHP#LV#XVHG#WR#VXSSRUW#WKH#PDQDJHPHQW#RI#PDQ\#RI#WKH#
(PSOR\PHQW#'HYHORSPHQW#3URJUDPV1#:LWK#WKH#('76#V\VWHP/#
GRFXPHQWV#FDQ#EH#YLHZHG#RQ0OLQH/#DSSOLFDWLRQV#FDQ#EH#DSSURYHG#
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'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV &KDSWHU#;
HOHFWURQLFDOO\#DQG#FKDQJHV#WR#FRQWUDFWV#FDQ#EH#PDGH#DQG#SURFHVVHG#
LPPHGLDWHO\1

8.13 'XULQJ#WKH#FRXUVH#RI#RXU#ZRUN#RQ#WKLV#DXGLW#ZH#QRWHG#WKDW#WKH#
2IILFH#RI#WKH#&RPSWUROOHU#KDG#GRQH#D#UHYLHZ#RI#WKH#LPSOHPHQWDWLRQ#RI#
WKH#('76#V\VWHP1#:H#VSRNH#WR#WKH#2IILFH#RI#WKH#&RPSWUROOHU#DERXW#WKHLU#
ZRUN#DQG#H[DPLQHG#WKHLU#ILOHV#LQ#RUGHU#WR#GHWHUPLQH#LI#ZH#FRXOG#UHO\#RQ#
WKHLU#ZRUN1#:H#ZHUH#VDWLVILHG#ZLWK#WKH#ZRUN#WKH\#KDG#FRPSOHWHG#DQG#
GHFLGHG#WKDW#ZH#FRXOG#UHO\#RQ#WKHLU#ZRUN#LQ#WKH#DUHD#RI#LQWHUQDO#FRQWUROV#
GHVLJQHG#WR#SURYLGH#WLPHO\#DQG#UHOLDEOH#ILQDQFLDO#LQIRUPDWLRQ1#$V#D#UHVXOW#
RI#WKLV/#PXFK#RI#RXU#ZRUN#FRQFHUQLQJ#WKH#WKUHH#FULWHULD#XQGHU#WKH#ILUVW#
REMHFWLYH#FRQVLVWHG#RI#D#UHYLHZ#RI#WKH#&RPSWUROOHU·V#ZRUN1#

,V#WKHUH#VHFXULW\#RYHU#GDWD" 8.14 2XU#ILUVW#FULWHULRQ#ZDV=

.H\#FRQWUROV#VKRXOG#EH#LQ#SODFH#WR#HQVXUH#WKH#VHFXULW\#RYHU#GDWD#
FDSWXUHG#DQG#SURFHVVHG#ZLWKLQ#WKH#(PSOR\PHQW#'HYHORSPHQW#
7UDFNLQJ#6\VWHP1

8.15 7KH#ILUVW#FULWHULRQ#TXHVWLRQV#ZKHWKHU#WKH#VHFXULW\#RI#ERWK#
ILQDQFLDO#DQG#FOLHQW#GDWD#LQ#WKH#('76#V\VWHP#FDQ#EH#FRXQWHG#RQ#WR#
SURYLGH#DFFXUDWH#DQG#UHOLDEOH#DFFRXQWLQJ#LQIRUPDWLRQ1#&RQWUROV#DUH#
QHFHVVDU\#WR#HQVXUH#WKDW#WKH#VHFXULW\#SURFHGXUHV#DUH#IXQFWLRQLQJ#DV#
UHTXLUHG1#7KH#V\VWHP#FRQWDLQV#VHQVLWLYH#LQIRUPDWLRQ#DERXW#FOLHQWV#DQG#
WKHLU#FRQWUDFWV#DV#ZHOO#DV#WKH#ILQDQFLDO#LQIRUPDWLRQ#WKDW#LV#WUDQVIHUUHG#WR#
WKH#3URYLQFH·V#ILQDQFLDO#V\VWHP1#7KHUH#DUH#PDQ\#LVVXHV#WKDW#QHHG#WR#EH#
IRUPDOO\#GRFXPHQWHG#WR#KHOS#HQVXUH#WKH#VHFXULW\#RI#WKLV#LQIRUPDWLRQ1#
$PRQJ#WKHP#DUH#D#VHFXULW\#DZDUHQHVV#SURJUDP/#D#GLVDVWHU#UHFRYHU\#
SODQ/#DGHTXDWH#VHSDUDWLRQ#RI#GXWLHV/#DQG#DQ#DFFHSWDEOH#FRPSXWHU#XVDJH#
SROLF\1

8.16 2QH#RI#WKH#RXWFRPHV#RI#WKH#&RPSWUROOHU·V#UHYLHZ#ZDV#D#
UHFRPPHQGDWLRQ#IRU#WKH#LPSOHPHQWDWLRQ#RI#D#GHSDUWPHQWDO#LQIRUPDWLRQ#
WHFKQRORJ\#VHFXULW\#SROLF\#WR#DGGUHVV#WKH#DERYH#PHQWLRQHG#LVVXHV1#7KH#
GHSDUWPHQWDO#UHVSRQVH#ZDV#WKDW#VXFK#D#SROLF\#ZDV#WR#EH#FRPSOHWHG#E\
64#'HFHPEHU#53331#:KHQ#ZH#DVNHG#WR#VHH#WKLV#SROLF\/#LW#ZDV#VWLOO#LQ#
GUDIW#IRUP1#$#'HSDUWPHQW#UHSUHVHQWDWLYH#LV#VLWWLQJ#RQ#D#FRPPLWWHH#WKDW#
LQFOXGHV#WKH#5&03/#ORFDO#ODZ#HQIRUFHPHQW#DQG#WKH#JRYHUQPHQW·V#
&RUSRUDWH#,QIRUPDWLRQ#0DQDJHPHQW#6HUYLFHV#+&,06,#DQG#WKH\#DUH#
ZDLWLQJ#IRU#WKLV#FRPPLWWHH#WR#ILQDOL]H#VRPH#RI#WKH#LVVXHV#EHIRUH#WKH#
GHSDUWPHQWDO#SROLF\#LV#LVVXHG#LQ#LWV#ILQDO#IRUP1#7KH#'HSDUWPHQW#GRHV#QRW#
ZDQW#WR#UHOHDVH#D#VHFXULW\#SROLF\#WKDW#GRHV#QRW#FRLQFLGH#ZLWK#D#
JRYHUQPHQW0ZLGH#VHFXULW\#SROLF\#WR#EH#UHOHDVHG#E\#&,061#:H#UHFRJQL]H#
WKDW#WKH#SURFHVV#GRHV#WDNH#VRPH#WLPH/#EXW#D#SROLF\#LV#QHHGHG#WR#HVWDEOLVK#
UHVSRQVLELOLW\#IRU#VHFXULW\#DQG#WR#HPSKDVL]H#WKH#LPSRUWDQFH#RI#SURSHU#
VHFXULW\#SURFHGXUHV1

5HFRPPHQGDWLRQ 8.17 :H#UHFRPPHQGHG#WKDW#WKH#GUDIW#GHSDUWPHQWDO#LQIRUPDWLRQ#
WHFKQRORJ\#VHFXULW\#SROLF\#EH#FRPSOHWHG#DQG#ILQDOL]HG#DV#VRRQ#DV#
SRVVLEOH1
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&KDSWHU#; 'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV
'HSDUWPHQWDO#UHVSRQVH 8.18 7KH#'HSDUWPHQW#UHFRJQL]HV#WKH#XUJHQF\#RI#LQWURGXFLQJ#D#
'HSDUWPHQWDO#,QIRUPDWLRQ#7HFKQRORJ\#6HFXULW\#3ROLF\#WR#HVWDEOLVK#
UHVSRQVLELOLW\#IRU#VHFXULW\#DQG#WR#HPSKDVL]H#WKH#LPSRUWDQFH#RI#SURSHU#
VHFXULW\1#7R#WKLV#HQG/#ZH#KDYH#GHYHORSHG#D#GUDIW#SROLF\#ZKLFK#KDV#EHHQ#
DZDLWLQJ#ILQDOL]DWLRQ#XWLOL]LQJ#WKH#&RUSRUDWH#LQSXW#IURP#&RUSRUDWH#
,QIRUPDWLRQ#0DQDJHPHQW#6HUYLFHV#+&,06,#LQ#WKH#'HSDUWPHQW#RI#6XSSO\#
)#6HUYLFHV1#>7KH#'HSDUWPHQW@#ZLOO#FRQWLQXH#WR#ZRUN#FORVHO\#ZLWK#WKH#
&RUSRUDWH#,QIRUPDWLRQ#0DQDJHPHQW#2IILFH#LQ#DQ#HIIRUW#WR#ILQDOL]H#WKH#
SROLF\1

&RQFOXVLRQ 8.19 7KH#'HSDUWPHQW#SDUWLDOO\#PHW#WKLV#FULWHULRQ1#6RPH#FRQWUROV#DUH#LQ#
SODFH#WR#HQVXUH#WKH#VHFXULW\#RI#GDWD#FDSWXUHG#DQG#SURFHVVHG#ZLWKLQ#WKH#
(PSOR\PHQW#'HYHORSPHQW#7UDFNLQJ#6\VWHP/#EXW#QR#LQIRUPDWLRQ#
WHFKQRORJ\#VHFXULW\#SROLF\#\HW#H[LVWV#WR#IRUPDOL]H#WKH#FRQWUROV1#

,V#WKHUH#D#VHSDUDWLRQ#RI#
GXWLHV"

8.20 2XU#VHFRQG#FULWHULRQ#ZDV=

7KH#V\VWHP#VKRXOG#KDYH#FRQWUROV#LQ#SODFH#WR#HQVXUH#WKHUH#LV#
DGHTXDWH#VHSDUDWLRQ#RI#GXWLHV#DPRQJ#VWDII#DVVLJQHG#WR#WKH#
HPSOR\PHQW#SURJUDPV1

8.21 $Q#DGHTXDWH#VHSDUDWLRQ#RI#GXWLHV#LV#D#IXQGDPHQWDO#FRQFHSW#RI#
LQWHUQDO#FRQWURO1#(QVXULQJ#WKDW#QR#RQH#SHUVRQ#FDQ#KDQGOH#DOO#DVSHFWV#RI#D#
WUDQVDFWLRQ#IURP#EHJLQQLQJ#WR#HQG#UHGXFHV#WKH#RSSRUWXQLW\#IRU#DQ\#RQH#
SHUVRQ#WR#ERWK#SHUSHWUDWH#IUDXG#DQG#FRQFHDO#HUURUV#LQ#WKH#QRUPDO#FRXUVH#
RI#KLV#RU#KHU#GXWLHV1#

8.22 :H#IRXQG#QR#SUREOHPV#LQ#WKLV#DUHD#GXULQJ#RXU#WHVWLQJ#RU#WKURXJK#
RXU#UHYLHZ#RI#WKH#2IILFH#RI#WKH#&RPSWUROOHU·V#ZRUN1#'XULQJ#RXU#ZRUN#ZH#
QRWHG#VXFK#LPSRUWDQW#FRQWUROV#DV#WKH#VHSDUDWLRQ#RI#WKH#DSSURYDO#DQG#WKH#
SD\PHQW#IXQFWLRQV/#DQG#WKH#VHSDUDWLRQ#RI#WKH#UHFHLSW#RI#DSSOLFDWLRQV#DQG#
WKH#DSSURYDO#RI#DSSOLFDWLRQV1#:H#ZHUH#SOHDVHG#WR#QRWH#WKDW#GLIIHUHQW#
OHYHOV#RI#FRQWUDFW#DXWKRUL]DWLRQ#H[LVW#ZLWKLQ#WKH#UHJLRQDO#RIILFHV/#IRU#
LQVWDQFH#3URJUDP#2IILFHUV#FDQQRW#DSSURYH#D#FRQWUDFW#RYHU#'83/333#
ZLWKRXW#DSSURYDO#IURP#WKH#5HJLRQDO#'LUHFWRU1#'XULQJ#RXU#WHVWLQJ#ZH#
QRWHG#QR#LQVWDQFHV#ZKHUH#WKHVH#DERYH0PHQWLRQHG#FRQWUROV#ZHUH#
RYHUULGGHQ1

&RQFOXVLRQ 8.23 7KH#'HSDUWPHQW#PHW#WKLV#FULWHULRQ1#&RQWUROV#DUH#LQ#SODFH#WR#
HQVXUH#WKH#DGHTXDWH#VHSDUDWLRQ#RI#GXWLHV#DPRQJ#VWDII#DVVLJQHG#WR#WKH#
HPSOR\PHQW#SURJUDPV1

'RHV#DQ#DXGLW#WUDLO#H[LVW" 8.24 2XU#WKLUG#FULWHULRQ#ZDV=

7KH#V\VWHP#VKRXOG#KDYH#FRQWUROV#LQ#SODFH#WR#HQVXUH#WKHUH#LV#DQ#
DXGLW#WUDLO#IRU#WKH#LQIRUPDWLRQ#FDSWXUHG#E\#WKH#V\VWHP1

8.25 $Q#DXGLW#WUDLO#LV#QHHGHG#DV#D#VRXUFH#RI#HYLGHQFH#WR#OLQN#
WUDQVDFWLRQV#WR#WKH#VXPPDU\#GHSDUWPHQWDO#ILQDQFLDO#LQIRUPDWLRQ#DQG#WR#
HQVXUH#SURSHU#UHFRUGV#RI#DXWKRULW\#IRU#FRQWUDFWV#H[LVW1#,W#LV#HVSHFLDOO\#
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'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV &KDSWHU#;
LPSRUWDQW#LQ#DQ#HOHFWURQLF#V\VWHP#ZKHUH#PDQ\#WUDQVDFWLRQV#H[LVW#RQO\#LQ#
HOHFWURQLF#IRUPDW1

8.26 7HVWLQJ#WKH#LQGLYLGXDO#FRQWUDFWV#UHYHDOHG#LQFRQVLVWHQFLHV#DFURVV#
WKH#UHJLRQV#DV#WR#ZKDW#W\SHV#RI#GRFXPHQWDWLRQ#DUH#VHQW#WR#EH#LPDJHG#RU#
DUH#FROOHFWHG#E\#WKH#YDULRXV#UHJLRQV1#)RU#LQVWDQFH/#VRPH#RIILFHUV#VHQG#
WKH#EXVLQHVV#SODQV#UHTXLUHG#E\#WKH#6HOI#(PSOR\PHQW#%HQHILW#3URJUDP#WR#
EH#LPDJHG#ZKLOH#RWKHUV#GR#QRW1#1RW#DOO#UHJLRQV#VHQG#WKH#FRPPLWWHH#
PLQXWHV#JHQHUDWHG#E\#WKH#$GMXVWPHQW#6HUYLFHV#SURJUDP#WR#EH#LPDJHG1#
'XH#WR#WKHVH#LQFRQVLVWHQFLHV/#LW#ZDV#QRW#DOZD\V#SRVVLEOH#WR#IROORZ#DOO#
FRQWUDFWV#IURP#VWDUW#WR#FRPSOHWLRQ#LQ#WKH#('76#V\VWHP>#WKH#DXGLW#WUDLO#
ZDV#FRPSURPLVHG1

5HFRPPHQGDWLRQ 8.27 :H#UHFRPPHQGHG#WKDW#WKH#SROLFLHV#DQG#SURFHGXUHV#RI#WKH#
YDULRXV#SURJUDPV#JLYH#FOHDU#JXLGDQFH#RQ#ZKDW#GRFXPHQWDWLRQ#LV#WR#
EH#VHQW#WR#EH#LPDJHG#XQGHU#HDFK#RI#WKH#SURJUDPV#DQG#ZKDW#VKRXOG#EH#
NHSW#E\#WKH#3URJUDP#2IILFHUV#DQG#(PSOR\PHQW#&RXQVHOORUV1#

'HSDUWPHQWDO#UHVSRQVH 8.28 7KH#'HSDUWPHQW#DJUHHV#WKDW#LW#LV#LPSRUWDQW#WR#KDYH#SROLFLHV#DQG#
SURFHGXUHV#LQ#SODFH#WR#JLYH#FOHDU#JXLGDQFH#WR#VWDII#RQ#ZKDW#
GRFXPHQWDWLRQ#LV#UHTXLUHG#IRU#HDFK#SURJUDP1#,Q#VXSSRUW#RI#WKLV#
UHFRPPHQGDWLRQ/#WKH#(PSOR\PHQW#'LYLVLRQ#KDV#UHFHQWO\#XQGHUWDNHQ#DQG#
FRPSOHWHG#D#UHYLHZ#RI#LWV#,PDJLQJ#5HIHUHQFH#0DQXDO#WKDW#RXWOLQHV#ZKDW#
GRFXPHQWV#DUH#UHTXLUHG#WR#EH#LPDJHG#E\#LQGLYLGXDO#SURJUDP#DUHD1

8.29 ,Q#DGGLWLRQ/#WKH#(PSOR\PHQW#'LYLVLRQ#UHFHQWO\#LQWURGXFHG#D#
4XDOLW\#$VVXUDQFH#DQG#0RQLWRULQJ#IXQFWLRQ#ZLWKLQ#LWV#(PSOR\PHQW#
3URJUDPV#DQG#6HUYLFHV#%UDQFK1#$Q#LQWHJUDO#DFWLYLW\#ZLWKLQ#WKLV#IXQFWLRQ#
ZLOO#EH#WR#UHYLHZ#LQGLYLGXDO#FRQWUDFWV#WR#HQVXUH#VWDII#LV#DGKHULQJ#WR#
HVWDEOLVKHG#SROLFLHV#DQG#SURFHGXUHV1

&RQFOXVLRQ 8.30 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#7KHUH#DUH#FRQWUROV#LQ#SODFH#WR#
KHOS#HQVXUH#WKHUH#LV#DQ#DXGLW#WUDLO/#EXW#LPSURYHPHQWV#FDQ#EH#PDGH1

$SSURYDO#DQG#SD\PHQW#
RI#IXQGLQJ

8.31 2XU#VHFRQG#REMHFWLYH#ZDV#WR#DVVHVV#WKH#DGHTXDF\#RI#PDQDJHPHQW#
DQG#FRQWURO#SURFHVVHV#RYHU#WKH#DSSURYDO#DQG#SD\PHQW#RI#(PSOR\PHQW#
'HYHORSPHQW#IXQGLQJ1

$UH#SHRSOH#DZDUH#RI#WKH#
H[LVWHQFH#RI#SURJUDPV"

8.32 2XU#ILUVW#FULWHULRQ#ZDV=

7KHUH#VKRXOG#EH#DGHTXDWH#SURFHGXUHV#LQ#SODFH#WR#HQVXUH#WKDW#
SHRSOH#HOLJLEOH#IRU#KHOS#XQGHU#DQ#(PSOR\PHQW#'HYHORSPHQW#
3URJUDP#DUH#DZDUH#RI#WKH#H[LVWHQFH#RI#WKHVH#SURJUDPV1

8.33 7KLV#FULWHULRQ#DGGUHVVHV#WKH#PDQDJHPHQW#SURFHVV#RI#
GLVVHPLQDWLQJ#NQRZOHGJH#RI#WKH#SURJUDPV#WR#WKH#SHRSOH#ZKR#ZRXOG#
EHQHILW#IURP#WKHP1#2EMHFWLYHV#ZLOO#QRW#EH#PHW#LI#WKH#FOLHQWV#WKH#SURJUDPV#
DUH#DLPHG#WRZDUGV#DUH#XQDZDUH#WKH#DVVLVWDQFH#LV#DYDLODEOH1#
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&KDSWHU#; 'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV
8.34 2XU#ZRUN#LQGLFDWHV#WKDW#FOLHQWV#DUH#ZHOO#LQIRUPHG#DERXW#WKH#
H[LVWHQFH#RI#WKHVH#SURJUDPV#DQG#WKDW#WKHUH#DUH#PDQ\#DYHQXHV#IURP#ZKLFK#
WR#OHDUQ#DERXW#WKHP1#:H#ZHUH#SOHDVHG#WR#VHH#WKDW#FOLHQWV#OHDUQ#DERXW#
WKHVH#SURJUDPV#IURP#HPSOR\PHQW#FRXQVHOORUV/#WKH#LQWHUQHW/#DQG#
LQIRUPDWLRQ#VHVVLRQV#KRVWHG#E\#WKH#YDULRXV#UHJLRQDO#RIILFHV1#&OLHQWV#DUH#
DOVR#UHIHUUHG#E\#YDULRXV#WKLUG#SDUW\#DJHQWV#VXFK#DV#FRPPXQLW\#EXVLQHVV#
RUJDQL]DWLRQV/#ORFDO#FKDPEHUV#RI#FRPPHUFH#DQG#HYHQ#WKH#$WODQWLF#
&DQDGD#2SSRUWXQLWLHV#$JHQF\#+$&2$,1

&RQFOXVLRQ 8.35 7KH#FULWHULRQ#ZDV#PHW1#7KHUH#DUH#DGHTXDWH#SURFHVVHV#LQ#SODFH#WR#
HQVXUH#WKDW#SHRSOH#HOLJLEOH#IRU#KHOS#XQGHU#DQ#HPSOR\PHQW#GHYHORSPHQW#
SURJUDP#DUH#DZDUH#RI#WKH#H[LVWHQFH#RI#WKHVH#SURJUDPV1

$UH#HOLJLELOLW\#FULWHULD#
FOHDU"

8.36 2XU#VHFRQG#FULWHULRQ#ZDV=

(DFK#RI#WKH#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV#VKRXOG#KDYH#
FOHDUO\#VWDWHG#HOLJLELOLW\#FULWHULD/#WHUPV#DQG#FRQGLWLRQV#IRU#ERWK#
HPSOR\HU#DQG#HPSOR\HH#WDUJHW#JURXSV1#

8.37 7KLV#FULWHULRQ#DGGUHVVHV#WKH#H[LVWHQFH#RI#HOLJLELOLW\#FULWHULD#IRU#
ERWK#HPSOR\HHV#DQG#HPSOR\HUV#IRU#HDFK#RI#WKH#(PSOR\PHQW#
'HYHORSPHQW#3URJUDPV1#6XFK#FULWHULD#H[LVW#WR#KHOS#WKH#SURJUDPV#DFKLHYH#
WKHLU#JRDOV#DQG#REMHFWLYHV#DQG#WR#HQVXUH#FRQVLVWHQF\#DQG#IDLUQHVV#LQ#WKH#
GHOLYHU\#RI#WKH#SURJUDPV1

8.38 :H#IRXQG#WKDW#HOLJLELOLW\#FULWHULD#GLG#H[LVW#IRU#WKH#ILVFDO#\HDUV#
533305335#DQG#WKDW#WKH\#ZHUH#DGHTXDWH#ZKHQ#FRQVLGHULQJ#WKH#REMHFWLYHV#
RI#WKH#YDULRXV#SURJUDPV1#,Q#PRVW#FDVHV#WKH#FULWHULD#KDG#QRW#EHHQ#XSGDWHG#
IRU#WKH#QHZ#SURJUDPV/#EXW#RIILFHUV#KDG#EHHQ#LQIRUPHG#RI#FKDQJHV1#7KH#
GUDIW#SROLFLHV#DQG#SURFHGXUHV#ZH#UHFHLYHG#LQ#0DUFK#5335#GHWDLO#WKHVH#
FULWHULD#DGHTXDWHO\#DQG#DSSHDU#UHDVRQDEOH1#2XU#UHFRPPHQGDWLRQ#XQGHU#
WKH#QH[W#FULWHULRQ#DGGUHVVHV#WKH#LVVXH#RI#ILQDOL]LQJ#WKHVH#GUDIW#JXLGHOLQHV1

8.39 +RZHYHU/#ZH#GLG#ILQG#WKDW#WKHUH#LV#RQH#SURJUDP#ZKHUH#DQ#
LPSRUWDQW#FRQGLWLRQ#LV#QRW#FRYHUHG#E\#WKH#DSSOLFDWLRQ#IRUP#RU#WKH#/HWWHU#
RI#2IIHU1#(PSOR\HUV#ZHUH#UHTXHVWHG#WR#FRPSOHWH#D#FOLHQW#HYDOXDWLRQ#
XQGHU#WKH#:RUN#$ELOLW\#3URJUDP1#7KLV#HYDOXDWLRQ#FRXOG#KDYH#EHHQ#XVHG#
E\#WKH#HPSOR\PHQW#FRXQVHOORUV#WR#GHWHUPLQH#LI#IXUWKHU#LQWHUYHQWLRQ#ZDV#
QHHGHG#ZLWK#D#FOLHQW1#+RZHYHU#PRVW#RI#WKH#HPSOR\HUV#GLG#QRW#FRPSOHWH#
DQG#UHWXUQ#WKH#IRUP#DV#UHTXHVWHG1#*LYHQ#WKDW#RQH#RI#WKH#REMHFWLYHV#RI#WKLV#
SURJUDP#LV#WR#SURYLGH#XQHPSOR\HG#1HZ#%UXQVZLFNHUV#ZKR#DUH#EHLQJ#
¶FDVH#PDQDJHG·#ZLWK#DQ#RSSRUWXQLW\#IRU#VNLOO#GHYHORSPHQW/#WKHVH#
HYDOXDWLRQV#DUH#QHFHVVDU\#IRU#WKH#FRXQVHOORU#WR#NQRZ#ZKHUH#IXUWKHU#VNLOO#
GHYHORSPHQW#LV#UHTXLUHG1#7KLV#LV#DQ#LPSRUWDQW#GRFXPHQW#DQG#LWV#
LPSRUWDQFH#VKRXOG#EH#VWUHVVHG#LQ#ZULWLQJ#VR#WKDW#LW#LV#FOHDU#WR#WKH#
HPSOR\HU1#

5HFRPPHQGDWLRQ 8.40 :H#UHFRPPHQGHG#WKDW#WKH#/HWWHU#RI#2IIHU#RU#WKH#$SSOLFDWLRQ#
IRU#WKH#:RUN#$ELOLW\#3URJUDP#EH#DPHQGHG#WR#LQFOXGH#D#FODXVH#
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'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV &KDSWHU#;
VSHFLI\LQJ#WKDW#WKH#HPSOR\HU#DJUHHV#WR#VHQG#LQ#WKH#FOLHQW#SHUIRUPDQFH#
HYDOXDWLRQ#IRUP#DV#SDUW#RI#WKH#$WWHVWDWLRQ#RI#6DODU\1

'HSDUWPHQWDO#UHVSRQVH 8.41 7KH#FOLHQW#SHUIRUPDQFH#HYDOXDWLRQ#IRUP#DQG#WKH#$WWHVWDWLRQ#RI#
6DODU\#KDYH#EHHQ#LQFRUSRUDWHG#LQWR#RQH#GRFXPHQW1#7KH#/HWWHU#RI#2IIHU#
IRU#WKH#:RUN#$ELOLW\#3URJUDP#KDV#EHHQ#DPHQGHG#WR#LQFOXGH#D#FODXVH#
VSHFLI\LQJ#WKDW#WKH#HPSOR\HU#PXVW#VHQG#LQ#WKH#&OLHQW#3HUIRUPDQFH#
(YDOXDWLRQ2$WWHVWDWLRQ#RI#6DODU\#)RUP#EHIRUH#REWDLQLQJ#ILQDO#FRQWUDFW#
SD\PHQW1

&RQFOXVLRQ 8.42 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#)RU#WKH#ILVFDO#\HDUV#533305335#
HOLJLELOLW\#FULWHULD#H[LVWHG#EXW#QRW#DOZD\V#LQ#D#GRFXPHQWHG#DQG#IRUPDOL]HG#
IRUP1#7KH#QHFHVVLW\#RI#FRPSOHWLQJ#D#FOLHQW#HYDOXDWLRQ#XQGHU#WKH#:RUN#
$ELOLW\#3URJUDP#LV#QRW#FRYHUHG#LQ#HLWKHU#WKH#DSSOLFDWLRQ#RU#WKH#/HWWHU#RI#
2IIHU#RI#WKLV#SURJUDP1#

$UH#SROLFLHV#DQG#SURFHGXUHV#
GRFXPHQWHG"

8.43 2XU#WKLUG#FULWHULRQ#ZDV=

'RFXPHQWHG#SROLFLHV#DQG#SURFHGXUHV#VKRXOG#H[LVW#WR#JXLGH#
3URJUDP#2IILFHUV#WKURXJK#NH\#DVSHFWV#RI#WKH#SURFHVV1

8.44 7KLV#FULWHULRQ#DGGUHVVHV#WKH#TXHVWLRQ#RI#ZKHWKHU#RU#QRW#SROLFLHV#
DQG#SURFHGXUHV#H[LVW#WR#JXLGH#RIILFHUV#WKURXJK#VXFK#SURFHVVHV#DV#
DSSURYDO/#SD\PHQW#DQG#PRQLWRULQJ1#+DYLQJ#VXFK#SROLFLHV#GRFXPHQWHG#LV#
HVSHFLDOO\#LPSRUWDQW#ZKHQ#SURJUDPV#FKDQJH#RU#QHZ#HPSOR\HHV#FRPH#
LQWR#WKH#'HSDUWPHQW1

8.45 :H#KDG#UHTXHVWHG#FRSLHV#RI#WKH#SROLFLHV#DQG#SURFHGXUHV#IRU#WKH#
YDULRXV#SURJUDPV#IRU#WKH#\HDUV#533305334#DQG#5334053351#0DQ\#RI#WKH#
SURJUDPV#FKDQJHG#LQ#533305334/#VR#GRFXPHQWV#DYDLODEOH#IRU#WKDW#ILVFDO#
\HDU#ZHUH#RXWGDWHG#DQG#GLG#QRW#UHIOHFW#WKH#SURJUDP#FKDQJHV1#3URJUDP#
FKDQJHV#ZHUH#FRPPXQLFDWHG#WKURXJK#WKH#XVH#RI#ZRUNVKRSV#IRU#RIILFHUV#
DQG#SURJUDPV#ZHUH#GHOLYHUHG#ZLWK#JXLGDQFH#DQG#VXSSRUW#IURP#FHQWUDO#
RIILFH1#,W#VKRXOG#DOVR#EH#QRWHG#WKDW#WKH#GHOLYHU\#VWUXFWXUH#FKDQJHG#LQ#WKH#
VDPH#\HDU#IURP#D#FHQWUDO#SHUVSHFWLYH#WR#D#UHJLRQDO#RQH1#:LWK#WKLV#FKDQJH#
5HJLRQDO#2IILFHV#ZHUH#JLYHQ#WKH#DELOLW\#WR#DSSURYH#D#JUHDWHU#YDULHW\#RI#
FRQWUDFWV/#LQFOXGLQJ#RQHV#XQGHU#WKH#:RUN#$ELOLW\#3URJUDP/#DQG#RIILFHUV#
ZHUH#JLYHQ#JUHDWHU#IOH[LELOLW\#LQ#GHDOLQJ#ZLWK#FOLHQWV1#$W#WKH#VDPH#WLPH#
WKH#QXPEHU#RI#RIILFHV#JUHZ/#DV#VXE0UHJLRQV#ZHUH#DGGHG#WR#WKH#YDULRXV#
H[LVWLQJ#UHJLRQV1

8.46 :H#UHFHLYHG#GUDIW#JXLGHOLQHV#IRU#PRVW#RI#WKH#SURJUDPV#QHDU#WKH#
HQG#RI#WKH#DXGLW/#LQ#0DUFK 53351#$OWKRXJK#WKHVH#JXLGHOLQHV#GR#DGGUHVV#
PDQ\#RI#WKH#SUREOHPV#ZH#GLVFRYHUHG#GXULQJ#WKH#FRXUVH#RI#RXU#DXGLW/#WKH\#
ZHUH#ZULWWHQ#QHDUO\#WZR#\HDUV#DIWHU#WKH#SURJUDP#FKDQJHV#ZHUH#LQLWLDWHG1#
7KLV#OHG#WR#LQFRQVLVWHQFLHV#LQ#WKH#ZD\#SURJUDPV#ZHUH#DGPLQLVWHUHG#
DFURVV#WKH#3URYLQFH1#([DPSOHV#RI#WKLV#LQFOXGH=

• 8QGHU#WKH#7UDLQLQJ#DQG#6NLOOV#'HYHORSPHQW#SURJUDP/#RIILFHUV#ZHUH#
WR#JHW#FOLHQW#SHUIRUPDQFH#UHYLHZV#IURP#WKH#VFKRROV#WKHLU#FOLHQWV#ZHUH#
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&KDSWHU#; 'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV
DWWHQGLQJ#HYHU\#IRXU#PRQWKV1#6RPH#RIILFHV#IROORZHG#XS#PRQWKO\/#
RWKHUV#IROORZHG#XS#DW#PDMRU#VFKRRO#KROLGD\V#+IRU#H[DPSOH#DW#
&KULVWPDV#DQG#(DVWHU,/#DQG#RWKHUV#DVNHG#WKH#VWXGHQW#WR#FDOO#D#FRXSOH#
RI#WLPHV#GXULQJ#WKH#WUDLQLQJ1#

• 0RQLWRULQJ#SURFHGXUHV#YDULHG#JUHDWO\#DFURVV#WKH#UHJLRQV1#7ZR#
UHJLRQV#URXWLQHO\#YLVLW#FOLHQWV#XQGHU#WKH#:RUNIRUFH#([SDQVLRQ#
SURJUDP#DQG#KDYH#GHYHORSHG#WKHLU#RZQ#IRUPV#RQ#ZKLFK#WR#UHFRUG#
WKHVH#YLVLWV1#2WKHUV#YLVLW#LI#WKH\#JHW#WKH#FKDQFH#RU#LI#WKH\#KDSSHQ#WR#
EH#¶LQ#WKH#QHLJKERXUKRRG·1#6RPH#RIILFHUV#UDUHO\#GR#PRQLWRULQJ#
YLVLWV1#7KH#W\SH#RI#HYLGHQFH#JDWKHUHG#ZKHQ#PRQLWRULQJ#DOVR#YDULHG=#
VRPH#YHULI\#SD\UROO#UHFRUGV#WR#ZDJH#FODLPV/#RWKHUV#MXVW#YHULI\#WKDW#
WKH#HPSOR\HH#LV#WKHUH#DQG#GRLQJ#WKH#W\SH#RI#ZRUN#WKH\#ZHUH#KLUHG#WR#
GR1#2IILFHUV#IRXQG#LW#GLIILFXOW#WR#NQRZ#ZKDW#WR#GR/#DV#WKHUH#ZHUH#QR#
SROLFLHV#WR#ZKLFK#WR#UHIHU1#7KH#ODFN#RI#DQ#DXGLW#IXQFWLRQ#ZLWKLQ#WKH#
'HSDUWPHQW#PDNHV#WKHVH#PRQLWRULQJ#YLVLWV#LPSRUWDQW#DV#D#FRQWURO#
IXQFWLRQ1

• ,Q#PDQ\#FDVHV#WKH#SHRSOH#ZRUNLQJ#LQ#WKH#UHJLRQDO#RIILFHV#KDG#W\SHG#
XS#WKHLU#RZQ#YHUVLRQ#RI#WKH#SROLFLHV#WKDW#DSSOLHG#WR#WKH#YDULRXV#
SURJUDPV#DQG#ZRXOG#UHIHU#WR#WKHP#ZKHQ#DVNHG#ZKDW#GRFXPHQWDWLRQ#
WKH\#KDG#LQ#UHODWLRQ#WR#WKH#SURJUDPV1

5HFRPPHQGDWLRQ 8.47 :H#UHFRPPHQGHG#WKDW#WKH#GUDIW#JXLGHOLQHV#EH#ILQDOL]HG#DV#
VRRQ#DV#SRVVLEOH#DQG#DQ\#IXWXUH#SURJUDP#FKDQJHV#EH#VXSSRUWHG#E\#
GRFXPHQWHG#JXLGHOLQHV#DW#LPSOHPHQWDWLRQ1#

'HSDUWPHQWDO#UHVSRQVH 8.48 *XLGHOLQHV#IRU#DOO#ILYH#HPSOR\PHQW#SURJUDPV#KDYH#EHHQ#ILQDOL]HG#
DQG#DUH#DYDLODEOH#WR#DOO#(PSOR\PHQW#'LYLVLRQ#VWDII#WKURXJK#WKH#
GHSDUWPHQWDO#LQWUDQHW#VLWH1#$Q\#IXWXUH#SURJUDP#FKDQJHV#ZLOO#RQO\#EH#
LQWURGXFHG#RQFH#GRFXPHQWDWLRQ#VXSSRUWLQJ#WKH#FKDQJHV#KDV#EHHQ#
LQFOXGHG#LQ#WKH#SURJUDP#JXLGHOLQHV#DQG#PRGLILHG#RQ#WKH#LQWUDQHW#VLWH1

5HFRPPHQGDWLRQ 8.49 :H#UHFRPPHQGHG#WKDW#WKH#JXLGHOLQHV#LQFOXGH#GLUHFWLRQ#RQ#
PRQLWRULQJ#DQG#LQFOXGH#VXFK#WKLQJV#DV#KRZ#RIWHQ#DQG#ZKHQ#WR#
PRQLWRU#DV#ZHOO#DV#ZKDW#WKLQJV#RIILFHUV#VKRXOG#EH#ORRNLQJ#IRU1#7KH#
FUHDWLRQ#RI#VWDQGDUGL]HG#IRUPV#ZRXOG#PDNH#PRQLWRULQJ#YLVLWV#PRUH#
FRQVLVWHQW#DFURVV#WKH#3URYLQFH1

'HSDUWPHQWDO#UHVSRQVH 8.50 7KH#(PSOR\PHQW#'LYLVLRQ#LV#LQ#WKH#SURFHVV#RI#GHYHORSLQJ#D#
4XDOLW\#$VVXUDQFH#DQG#0RQLWRULQJ#6WUDWHJ\#IRU#LWV#HPSOR\PHQW#
SURJUDPV1#7KLV#VWUDWHJ\#ZLOO#SURYLGH#GLUHFWLRQ#RQ#PRQLWRULQJ#RI#FRQWUDFW#
DFWLYLWLHV#WR#VWDII#DQG#ZLOO#DGGUHVV#WKLV#LVVXH#RI#VWDQGDUGL]DWLRQ#DQG#
FRQVLVWHQF\#DFURVV#WKH#3URYLQFH1#:H#H[SHFW#WR#LQWURGXFH#WKH#ILUVW#SDUW#RI#
WKH#6WUDWHJ\#E\#WKH#HQG#RI#WKH#FXUUHQW#ILVFDO#\HDU1

&RQFOXVLRQ 8.51 7KLV#FULWHULRQ#ZDV#QRW#PHW1#)RU#WKH#\HDUV#LQ#TXHVWLRQ#WKH#SROLFLHV#
DQG#SURFHGXUHV#ZHUH#QRW#XS#WR#GDWH#DV#QHZ#RQHV#ZHUH#EHLQJ#GHYHORSHG1#
3ROLFLHV#GLG#QRW#FRYHU#WKH#SURFHVV#RI#PRQLWRULQJ#HLWKHU#WKH#EXGJHWV#RU#WKH#
Report of the Auditor General - 2002 163



'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV &KDSWHU#;
FRQWUDFWV1#3ROLFLHV#GLG#FRYHU#WKH#DSSOLFDWLRQ/#DSSURYDO#DQG#SD\PHQW#
SURFHVVHV1

$UH#VHOHFWLRQ#FULWHULD#
GRFXPHQWHG#DQG#
FRQVLVWHQWO\#DSSOLHG"

8.52 2XU#IRXUWK#FULWHULRQ#ZDV=

$SSOLFDQWV#VKRXOG#EH#DVVHVVHG#DJDLQVW#GRFXPHQWHG#VHOHFWLRQ#
FULWHULD#DQG#RQO\#WKRVH#PHHWLQJ#WKH#FULWHULD#VKRXOG#EH#DSSURYHG1

8.53 ,Q#RUGHU#WR#HQVXUH#WKDW#WKH#SURJUDPV#DUH#WUHDWLQJ#DOO#DSSOLFDQWV#
HTXLWDEO\/#WKHUH#PXVW#EH#VHOHFWLRQ#FULWHULD#IRU#DOO#SURJUDPV#DQG#DOO#
RIILFHUV#PXVW#IROORZ#WKHVH#FULWHULD#ZKHQ#DVVHVVLQJ#WKH#DSSOLFDQWV1#
$SSURYDO#DQG#UHMHFWLRQ#PXVW#EH#EDVHG#RQ#ZKHWKHU#RU#QRW#WKH#DSSOLFDQWV#
PHHW#WKH#UHTXLUHG#FULWHULD1#,Q#DOO#RXU#GLVFXVVLRQV#ZLWK#3URJUDP#2IILFHUV#
ZH#IRXQG#WKH\#ZHUH#XVLQJ#VHOHFWLRQ#FULWHULD#FRQVLVWHQWO\#DFURVV#WKH#
UHJLRQV1

8.54 ,Q#RXU#WHVWLQJ/#ZH#IRXQG#WKDW#DOO#DSSOLFDQWV#DUH#DVVHVVHG#XVLQJ#WKH#
VDPH#FULWHULD#DQG#WKDW#UHMHFWLRQV#DUH#EDVHG#RQ#WKHVH#FULWHULD1#+RZHYHU/#DV#
QRWHG#HDUOLHU/#WKHUH#ZHUH#QRW#DOZD\V#FXUUHQW#GRFXPHQWHG#SROLFLHV#WR#
ZKLFK#WR#UHIHU1#7KLV#DORQJ#ZLWK#WKH#IDFW#WKDW#RQH#SURJUDP#FKDQJHG#
VHOHFWLRQ#FULWHULD#SDUW#ZD\#WKURXJK#WKH#ILVFDO#\HDU#PHDQW#WKDW#LW#FRXOG#EH#D#
FKDOOHQJH#WR#HQVXUH#WKDW#WKH#FULWHULD#ZHUH#PHW1#7KH#:RUNIRUFH#([SDQVLRQ#
FULWHULD#FKDQJHG#LQ#2FWREHU#5334/#VR#WKDW#RQO\#HPSOR\HUV#ZKR#ZHUH#
JRLQJ#WR#KLUH#\RXWK#RU#SRVW#VHFRQGDU\#JUDGXDWHV#ZRXOG#TXDOLI\#IRU#
IXQGLQJ1#7KLV#PLG0\HDU#FKDQJH#IUXVWUDWHG#PDQ\#RIILFHUV#DQG#FRQIXVHG#
HPSOR\HUV1

8.55 :H#DOVR#IRXQG#WKDW#WKH#TXDOLW\#RI#WKH#HYLGHQFH#JDWKHUHG#WR#
VXSSRUW#WKH#FOLHQW·V#DFFHSWDQFH#LQWR#WKH#SURJUDP#YDULHV#DFURVV#WKH#
UHJLRQV1#8QGHU#WKH#QHZ#:RUNIRUFH#([SDQVLRQ#JXLGHOLQHV/#VRPH#RIILFHUV#
UHTXHVWHG#ELUWK#FHUWLILFDWHV#WR#YHULI\#LI#DQ#HPSOR\HH#KLUHG#ZDV#D#\RXWK/#
RWKHUV#ORRNHG#DW#GULYHU·V#OLFHQVHV#DQG#RWKHUV#WRRN#WKH#LQIRUPDWLRQ#IURP#
WKH#1RWLFH#RI#+LULQJ#DV#EHLQJ#FRUUHFW1#6RPH#RIILFHUV#YLVLWHG#FOLHQWV#
EHIRUH#DSSURYLQJ#WKHP#XQGHU#WKH#SURJUDP/#RWKHUV#PDGH#GR#ZLWK#D#SKRQH#
FDOO1#(YHQ#WKH#TXDOLW\#RI#WKH#UHIHUUDO#VKHHWV#XVHG#XQGHU#WKH#:RUN#$ELOLW\#
SURJUDP#YDULHG#DQG#QRW#DOO#RI#WKH#UHIHUUDOV#H[DPLQHG#GXULQJ#WHVWLQJ#ZHUH#
FRPSOHWHG#FRUUHFWO\1#)RU#H[DPSOH/#VRPH#UHIHUUDO#IRUPV#ZHUH#PRUH#
LQIRUPDWLYH#DERXW#D#FOLHQW·V#FDUHHU#SODQ#WKDQ#RWKHUV#DQG#D#IHZ#RI#WKH#
IRUPV#H[DPLQHG#GLG#QRW#FRQWDLQ#WKH#QDPH#RI#WKH#(PSOR\PHQW#&RXQVHOORU#
RU#&DVH#0DQDJHU#UHIHUULQJ#WKH#FOLHQW#WR#WKH#SURJUDP1

5HFRPPHQGDWLRQ 8.56 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#SURYLGH#SROLF\#
JXLGDQFH#RQ#WKH#HYLGHQFH#QHHGHG#WR#YHULI\#WKDW#DSSOLFDQWV#PHHW#WKH#
HOLJLELOLW\#FULWHULD#RI#WKH#YDULRXV#SURJUDPV1

'HSDUWPHQWDO#UHVSRQVH 8.57 *XLGHOLQHV#IRU#DOO#ILYH#HPSOR\PHQW#SURJUDPV#KDYH#EHHQ#ILQDOL]HG#
DQG#DUH#DYDLODEOH#WR#DOO#(PSOR\PHQW#'LYLVLRQ#VWDII#WKURXJK#WKH#
GHSDUWPHQWDO#LQWUDQHW#VLWH1#7KHVH#JXLGHOLQHV#SURYLGH#SROLF\#JXLGDQFH#RQ#
WKH#HYLGHQFH#QHHGHG#WR#YHULI\#WKDW#DSSOLFDQWV#PHHW#SURJUDP#HOLJLELOLW\#
FULWHULD1
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&KDSWHU#; 'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV
8.58 $V#SDUW#RI#RXU#WHVWLQJ#IRU#WKLV#FULWHULRQ/#ZH#UHYLHZHG#DSSOLFDWLRQV#
WR#WKH#YDULRXV#SURJUDPV1#$W#WKLV#WLPH#LW#FDPH#WR#RXU#DWWHQWLRQ#WKDW#QRW#DOO#
RI#WKH#SURJUDPV#DFWXDOO\#KDYH#DSSOLFDWLRQ#IRUPV1#)RU#LQVWDQFH#WKHUH#LV#QR#
DSSOLFDWLRQ#IRUP#IRU#WKH#$GMXVWPHQW#6HUYLFHV#FRPSRQHQW#RI#WKH#
(PSOR\PHQW#6HUYLFHV#3URJUDP1#6HFWLRQ#7#RI#5HJXODWLRQ#;<0478#RI#WKH#
(PSOR\PHQW#'HYHORSPHQW#$FW#VWDWHV#´DQ#DSSOLFDWLRQ#IRU#ILQDQFLDO#
DVVLVWDQFH#XQGHU#DQ#HPSOR\PHQW#GHYHORSPHQW#SURJUDP#VKDOO#EH#PDGH#RQ#
D#IRUP#SURYLGHG#E\#WKH#0LQLVWHU#IRU#WKDW#SURJUDP1µ#:H#EHOLHYH#WKDW#WKLV#
ZRXOG#UHTXLUH#WKDW#DOO#SURJUDPV#KDYH#DQ#DSSOLFDWLRQ#IRUP1#$SSOLFDWLRQ#
IRUPV#DUH#DOVR#DQ#LPSRUWDQW#VRXUFH#RI#LQIRUPDWLRQ#DERXW#ERWK#WKH#FOLHQWV#
RI/#DQG#DSSOLFDQWV#WR/#WKH#SURJUDPV1

5HFRPPHQGDWLRQ 8.59 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#SURYLGH#DSSOLFDWLRQ#
IRUPV#IRU#DOO#RI#WKH#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV1

'HSDUWPHQWDO#UHVSRQVH 8.60 7KH#'HSDUWPHQW#DJUHHV#LQ#JHQHUDO#ZLWK#WKLV#UHFRPPHQGDWLRQ1#
&XUUHQWO\#DOO#SURJUDPV#ZLWK#WKH#H[FHSWLRQ#RI#WZR#FRPSRQHQWV#XQGHU#WKH#
(PSOR\PHQW#6HUYLFHV#3URJUDP/#7UDLQLQJ#DQG#(PSOR\PHQW#6XSSRUW#
6HUYLFHV#+7(66,#DQG#$GMXVWPHQW#6HUYLFHV/#KDYH#DSSOLFDWLRQ#IRUPV1#8QGHU#
WKH#7(66#FRPSRQHQW/#DSSOLFDQWV#PXVW#SURYLGH#SURMHFW#SURSRVDOV#DV#DQ#
DSSOLFDWLRQ#WR#UHFHLYH#IXQGLQJ#VXSSRUW1#+RZHYHU#QR#IRUPDO#DSSOLFDWLRQ#
SURFHVV#LV#LQ#SODFH#XQGHU#WKH#$GMXVWPHQW#6HUYLFHV#FRPSRQHQW1#7KH#
'HSDUWPHQW#ZLOO#UHYLHZ#WKLV#FRPSRQHQW#WR#HQVXUH#D#VWDQGDUG#DSSOLFDWLRQ#
SURFHVV#LV#LQ#SODFH1

&RQFOXVLRQ 8.61 7KLV#FULWHULRQ#ZDV#QRW#PHW1#)URP#RXU#GLVFXVVLRQV#ZLWK#3URJUDP#
2IILFHUV#DQG#EDVHG#RQ#RXU#VDPSOH/#DOO#FOLHQWV#DUH#DVVHVVHG#XVLQJ#WKH#VDPH#
FULWHULD/#EXW#WKHUH#ZHUH#QRW#DOZD\V#GRFXPHQWHG#FULWHULD#WR#ZKLFK#WR#UHIHU1#
$V#D#UHVXOW/#DOO#RIILFHUV#DUH#QRW#JDWKHULQJ#WKH#VDPH#TXDOLW\#RI#HYLGHQFH#WR#
YHULI\#WKDW#WKH#FOLHQWV#PHHW#WKH#FULWHULD1

$UH#DOO#DSSOLFDQWV#WUHDWHG#
HTXLWDEO\"

8.62 2XU#ILIWK#FULWHULRQ#ZDV=

7KH#'HSDUWPHQW#VKRXOG#KDYH#SROLFLHV#DQG#SURFHGXUHV#WR#
HQVXUH#DOO#DSSOLFDQWV#IRU#HPSOR\PHQW/#ZLWKLQ#VSHFLILF#WDUJHW#
JURXSV/#DUH#WUHDWHG#HTXLWDEO\#XQGHU#WKH#DSSOLFDEOH#SURJUDPV#
DQG#WKDW#DOO#HPSOR\HHV#KLUHG#PHHW#WKH#FOLHQW#SURILOHV#
HVWDEOLVKHG#LQ#WKH#JXLGHOLQHV1

8.63 3ROLFLHV#DUH#QHHGHG#WR#HQVXUH#WKDW#DOO#DSSOLFDQWV#DUH#WUHDWHG#IDLUO\#
DQG#KDYH#DQ#HTXDO#FKDQFH#RI#SDUWLFLSDWLRQ#LQ#WKH#SURJUDPV1#3URJUDPV#
KDYH#OLPLWHG#EXGJHWV/#VR#LQ#RUGHU#IRU#WKH#SURJUDPV#WR#PHHW#WKHLU#
REMHFWLYHV/#SDUWLFLSDQWV#PXVW#PHHW#WKHLU#UHVSHFWLYH#FOLHQW#SURILOHV1

8.64 )URP#LQGLYLGXDO#LQWHUYLHZV#DERXW#WKH#DSSOLFDWLRQ#SURFHVVHV#RI#
WKH#YDULRXV#SURJUDPV#ZLWK#3URJUDP#2IILFHUV#DQG#(PSOR\PHQW#
&RXQVHOORUV/#LW#DSSHDUV#WKDW#DOO#DSSOLFDQWV#DUH#WUHDWHG#HTXLWDEO\1#$OO#
:RUN#$ELOLW\#SDUWLFLSDQWV#DUH#UHIHUUHG#E\#D#FRXQVHOORU#DQG#KDYH#DQ#
DSSURYHG#FDUHHU#SODQ1#8QGHU#WKH#6HOI#(PSOR\PHQW#%HQHILW#SURJUDP/#DOO#
DSSOLFDQWV#PXVW#SUHSDUH#D#EXVLQHVV#SODQ#WKDW#LV#WKHQ#DVVHVVHG#E\#D#
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'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV &KDSWHU#;
FRPPLWWHH#FRQVLVWLQJ#RI#FRPPXQLW\#DQG#GHSDUWPHQW#PHPEHUV1#7UDLQLQJ#
DQG#6NLOOV#'HYHORSPHQW#DSSOLFDQWV#PXVW#GHPRQVWUDWH#WKDW#WKH\#KDYH#
UHVHDUFKHG#WKHLU#FKRVHQ#FDUHHU#DQG#WKH\#DUH#OLNHO\#WR#EH#DEOH#WR#VXSSRUW#
WKHPVHOYHV#RQFH#WKURXJK#WKHLU#UHVSHFWLYH#SURJUDPV1#&OLHQWV#ZLOO#EH#
DSSURYHG#LI#WKH\#PHHW#WKH#SURILOHV#HVWDEOLVKHG#E\#WKH#JXLGHOLQHV1#7KH#
LQIRUPDWLRQ#UHFHLYHG#IURP#WKH#YDULRXV#UHJLRQDO#SHUVRQQHO#ZDV#YHULILHG#
WKURXJK#RXU#WHVWLQJ#RI#LQGLYLGXDO#FRQWUDFWV1

&RQFOXVLRQ 8.65 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#$OWKRXJK#DSSOLFDQWV#XQGHU#WKH#
SURJUDPV#DUH#WUHDWHG#HTXLWDEO\#DQG#DOO#HPSOR\HHV#KLUHG#XQGHU#WKH#
FRQWUDFWV#WHVWHG#LQ#RXU#VDPSOH#PHW#FOLHQW#SURILOHV#IURP#WKH#JXLGHOLQHV/#
WKHUH#ZHUH#QR#FXUUHQW#GRFXPHQWHG#SROLFLHV#DQG#SURFHGXUHV#LQ#SODFH1

$UH#GHFLVLRQV#WLPHO\" 8.66 2XU#VL[WK#FULWHULRQ#ZDV=

3URMHFW#DSSOLFDWLRQ#DSSURYDO#RU#UHMHFWLRQ#VKRXOG#RFFXU#LQ#D#
WLPHO\#PDQQHU#DQG#WKH#GHFLVLRQ#VKRXOG#EH#FRPPXQLFDWHG#RQ#
D#WLPHO\#EDVLV1

8.67 :H#ORRNHG#DW#WKH#SURJUDP#JXLGHOLQHV#ZH#ZHUH#JLYHQ#WR#
GHWHUPLQH#LI#WKH\#FRQWDLQHG#VXJJHVWHG#WXUQ0DURXQG#WLPHV1#6LQFH#WKH#
JXLGHOLQHV#FRQWDLQHG#QR#VXJJHVWHG#WXUQ0DURXQG#WLPHV#IRU#WKH#DSSOLFDWLRQ#
SURFHVV/#ZH#VSRNH#WR#3URJUDP#2IILFHUV#WR#JHW#DQ#LGHD#RI#KRZ#ORQJ#WKH#
SURFHVV#XVXDOO\#WDNHV#IRU#WKH#YDULRXV#SURJUDPV1#:H#WKHQ#H[DPLQHG#
DSSOLFDWLRQV#DQG#WKH#UHODWHG#FRQWUDFWV#RU#UHMHFWLRQ#OHWWHUV#WR#YHULI\#WKH#
WXUQ0DURXQG#WLPHV#ZH#ZHUH#JLYHQ#E\#WKH#3URJUDP#2IILFHUV1#7LPHV#ZH#
ZHUH#JLYHQ#E\#WKH#RIILFHUV#ZHUH#VXSSRUWHG#E\#RXU#WHVWV1#)RU#WKH#
:RUNIRUFH#([SDQVLRQ#SURJUDP#WKH#SURFHVV#FDQ#WDNH#DQ\ZKHUH#IURP#RQH#
WR#IRXUWHHQ#GD\V1#'XH#WR#WKH#QHHG#WR#PDWFK#FOLHQW#HPSOR\PHQW#QHHGV#ZLWK#
WKH#HPSOR\HU·V#DYDLODEOH#SRVLWLRQV#XQGHU#WKH#:RUN#$ELOLW\#SURJUDP/#WKH#
SURFHVV#FDQ#WDNH#DQ#DYHUDJH#RI#WZR#ZHHNV#WR#D#PRQWK1#8QGHU#ERWK#WKH#
7UDLQLQJ#DQG#6NLOOV#'HYHORSPHQW#DQG#6HOI#(PSOR\PHQW#%HQHILW#
SURJUDPV/#WKH#WLPH#EHIRUH#DSSURYDO#FDQ#EH#JLYHQ#YDULHV#GXH#WR#WKH#
LQIRUPDWLRQ#UHTXLUHG#IURP#WKH#FOLHQW1#2QFH#WKH#LQIRUPDWLRQ#LV#UHFHLYHG/#
DSSURYDO#FDQ#EH#JLYHQ#TXLWH#TXLFNO\1#$SSURYDOV#XQGHU#WKH#(PSOR\PHQW#
6HUYLFHV#SURJUDPV#DOVR#RFFXU#LQ#D#WLPHO\#PDQQHU1#

5HFRPPHQGDWLRQ 8.68 :H#UHFRPPHQGHG#WKDW#WKH#SURJUDPV·#SROLFLHV#DQG#SURFHGXUHV#
LQFOXGH#VXJJHVWHG#WXUQ0DURXQG#WLPHV#IRU#WKH#DSSURYDO#SURFHVV1

'HSDUWPHQWDO#UHVSRQVH 8.69 3URJUDP#DGPLQLVWUDWLYH#JXLGHOLQHV#ZLOO#EH#DPHQGHG#WR#LQFOXGH#
VXJJHVWHG#WXUQ0DURXQG#WLPHV#IRU#HDFK#SURJUDP·V#DSSURYDO#SURFHVV1

&RQFOXVLRQ 8.70 7KLV#FULWHULRQ#ZDV#PHW1#$SSOLFDWLRQV#DUH#DSSURYHG#DQG#WKH#
GHFLVLRQ#FRPPXQLFDWHG#RQ#D#WLPHO\#EDVLV1#:H#IHHO#WKH#SURFHVV#FRXOG#EH#
LPSURYHG#E\#WKH#DGGLWLRQ#RI#UHFRPPHQGHG#WXUQ0DURXQG#WLPHV#WR#WKH#
SURJUDPV·#SROLFLHV#DQG#SURFHGXUHV1

$UH#ZDJH#FODLPV#SURSHUO\#
DSSURYHG"

8.71 2XU#VHYHQWK#FULWHULRQ#ZDV=
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&KDSWHU#; 'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV
'LVEXUVHPHQW#RI#IXQGV#VKRXOG#RQO\#EH#PDGH#RQ#WKH#EDVLV#RI#D#
SURSHUO\#DSSURYHG#FODLP1

8.72 $Q#LPSRUWDQW#FRQWURO#RYHU#WKH#IXQGV#GLVEXUVHG#LV#SURSHU#DSSURYDO#
RI#WKH#ZDJH#FODLPV1#:H#WHVWHG#D#QXPEHU#RI#FODLPV#IURP#YDULRXV#FRQWUDFWV#
XQGHU#WKH#:RUN#$ELOLW\/#:RUNIRUFH#([SDQVLRQ#DQG#7UDLQLQJ#DQG#6NLOOV#
'HYHORSPHQW#SURJUDPV#RYHU#WKH#\HDUV#533305335#DQG#IRXQG#QR#LQVWDQFHV#
ZKHUH#ZDJH#FODLPV#ZHUH#QRW#SURSHUO\#DSSURYHG#DQG#SURFHVVHG1

&RQFOXVLRQ 8.73 7KLV#FULWHULRQ#ZDV#PHW1#%DVHG#RQ#WKH#WHVWV#SHUIRUPHG/#
GLVEXUVHPHQWV#RI#IXQGV#DUH#PDGH#RQ#WKH#EDVLV#RI#D#SURSHUO\#DSSURYHG#
ZDJH#FODLP1

,V#WKHUH#DQ#DXGLW#IXQFWLRQ" 8.74 2XU#HLJKWK#FULWHULRQ#ZDV=

$Q#DSSURSULDWH#DXGLW#UHJLPH#VKRXOG#H[LVW#WR#YHULI\#FOLHQW#DVVHUWLRQV#
LQ#ERWK#WKH#DSSOLFDWLRQV#DQG#FODLPV1

8.75 $Q#DXGLW#IXQFWLRQ#LV#HVVHQWLDO#WR#SURPRWH#DFFRXQWDELOLW\#DQG#
FRQWURO1#3URFHGXUHV#WR#YHULI\#FOLHQW#DVVHUWLRQV#LQ#DSSOLFDWLRQV#DQG#FODLPV#
FDQ#KHOS#GHWHFW#IDOVH#FODLPV#DQG#HUURUV1#)XUWKHU#LW#FDQ#HQVXUH#WKDW#DOO#
SURJUDP#FULWHULD#DUH#PHW1

8.76 ,Q#RXU#RSLQLRQ/#VRPH#W\SH#RI#DXGLW#IXQFWLRQ#LV#DOVR#LPSOLHG#LQ#WKH#
5HJXODWLRQ1#8QGHU#WKH#(PSOR\PHQW#'HYHORSPHQW#$FW/#5HJXODWLRQ#;<0478#
VWDWHV=

:###$#SHUVRQ#ZKR#UHFHLYHV#ILQDQFLDO#DVVLVWDQFH#XQGHU#DQ#HPSOR\PHQW#
GHYHORSPHQW#SURJUDP#VKDOO

#######D,###NHHS#VXFK#UHFRUGV/#ERRNV/#DFFRXQWV#DQG#RWKHU#GRFXPHQWV#DV
#############DUH#UHTXLUHG#XQGHU#WKH#UXOHV#RI#WKH#SURJUDP/#DQG

#######E,###PDNH#VXFK#UHFRUGV/#ERRNV/#DFFRXQWV#DQG#RWKHU#GRFXPHQWV
###############DYDLODEOH#WR#WKH#0LQLVWHU#IRU#LQVSHFWLRQ1

8.77 7KH#UHIHUHQFH#LQ#WKLV#UHJXODWLRQ#WR#´«#UHFRUGV/#ERRNV/#DFFRXQWV#
DQG#RWKHU#GRFXPHQWV#«µ#EHLQJ#DYDLODEOH#IRU#LQVSHFWLRQ#LPSOLHV#WKDW#WKH#
0LQLVWHU#ZLOO#FDUU\#RXW#VRPH#IRUP#RI#DXGLW#ZRUN#WR#YHULI\#FOLHQW#
DVVHUWLRQV1#

8.78 :H#GLVFRYHUHG#WKDW#WKHUH#XVHG#WR#EH#DQ#DXGLW#GLYLVLRQ#WKDW#YLVLWHG#
FOLHQWV#LQ#WKH#ILHOG1#7KH\#YHULILHG#ZDJH#FODLPV/#HQVXUHG#SD\UROO#
UHPLWWDQFHV#ZHUH#PDGH#DQG#YHULILHG#FOLHQW#DVVHUWLRQV1#7KLV#IXQFWLRQ#ZDV#
GLVFRQWLQXHG#LQ#ODWH#4<<;/#DW#WKH#WLPH#RI#D#PDMRU#QHZ#V\VWHP#
LPSOHPHQWDWLRQ/#DQG#KDV#QRW#EHHQ#UHLQVWDWHG1#$#QHZ#LQWHUQDO#DXGLW#
IXQFWLRQ#LV#SUHVHQWO\#EHLQJ#GHYHORSHG#EXW#LWV#IXQFWLRQ#ZLOO#EH#IRFXVHG#RQ#
LQWHUQDO#FRPSOLDQFH#ZLWK#UHOHYDQW#$FWV#DQG#'HSDUWPHQW#SROLFLHV#
UHJDUGLQJ#SD\PHQW1#7KHUH#DUH#QR#SODQV#WR#YLVLW#HPSOR\HUV#DQG#FOLHQWV#WR#
YHULI\#WKHLU#DVVHUWLRQV#LQ#ERWK#DSSOLFDWLRQV#DQG#FODLPV1#7KH#KHDG#RI#WKH#
DXGLW#GLYLVLRQ#IHHOV#WKLV#LV#D#IXQFWLRQ#EHWWHU#VXLWHG#IRU#WKH#3URJUDP#
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'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV &KDSWHU#;
2IILFHUV#DV#WKH\#DUH#DOUHDG\#LQ#WKH#ILHOG#DQG#NQRZ#WKH#FOLHQWV1#6RPH#RI#
WKH#3URJUDP#2IILFHUV#GR#WKLV#VRUW#RI#¶DXGLW#IXQFWLRQ·#ZKHQ#WKH\#YLVLW#D#
FOLHQW#IRU#PRQLWRULQJ#SXUSRVHV/#EXW#VRPH#KDYH#EHHQ#WROG#QRW#WR#¶DXGLW·#RQ#
WKHVH#YLVLWV1

8.79 $V#ZH#KDYH#QRWHG#HDUOLHU/#WKHUH#LV#D#ODFN#RI#FRQVLVWHQF\#LQ#WKH#
PRQLWRULQJ#FXUUHQWO\#FDUULHG#RXW#E\#WKH#3URJUDP#2IILFHUV1#*LYHQ#WKH#VL]H#
RI#WKHVH#SURJUDPV/#WKH#KHDY\#LQYROYHPHQW#RI#WKLUG#SDUWLHV/#WKH#DEVHQFH#RI#
DQ#DXGLW#IXQFWLRQ#DQG#WKH#LQFRQVLVWHQF\#LQ#PRQLWRULQJ/#WKH#'HSDUWPHQW#
VHHPV#WR#EH#H[SRVHG#WR#DQ#XQQHFHVVDU\#ULVN1#)RU#H[DPSOH/#DV#HPSOR\HUV#
FRPH#WR#NQRZ#WKDW#WKH\#ZLOO#QRW#EH#DXGLWHG/#WKH#SRVVLELOLW\#RI#IUDXG#
LQFUHDVHV1#7KH#RWKHU#VLGH#RI#WKLV#LV#LI#WKH#SRWHQWLDO#IRU#DXGLW#LV#NQRZQ/#
WKHUH#ZLOO#EH#D#WHQGHQF\#WR#EH#PRUH#GLOLJHQW#LQ#UHFRUG#NHHSLQJ1

5HFRPPHQGDWLRQ 8.80 :H#UHFRPPHQGHG#WKDW#DQ#DXGLW#IXQFWLRQ#EH#VHW#XS#WR#GHWHFW#
PLVUHSUHVHQWDWLRQV#DQG#HUURUV#LQ#FOLHQW#DVVHUWLRQV/#DSSOLFDWLRQV#DQG#
ZDJH#FODLPV1#7KHUH#VKRXOG#EH#DSSURSULDWH#SURFHGXUHV#LQ#SODFH#WR#
UHSRUW#RQ#WKH#ILQGLQJV#RI#WKH#DXGLW#GLYLVLRQ#LQ#DQ#LQGHSHQGHQW#
PDQQHU1

'HSDUWPHQWDO#UHVSRQVH 8.81 7KH#'HSDUWPHQW#DJUHHV#WKDW#DQ#DXGLW#IXQFWLRQ#QHHGV#WR#EH#VHW#XS#
WR#GHWHFW#PLVUHSUHVHQWDWLRQV#DQG#HUURUV#LQ#FOLHQW#DVVHUWLRQV/#DSSOLFDWLRQV#
DQG#ZDJH#FODLPV1#7R#WKLV#HQG/#ZH#KDYH#LQLWLDWHG#DQ#LQWHUQDO#DXGLW#
IXQFWLRQ#ZLWKLQ#WKH#GHSDUWPHQW#ZLWK#WKH#SULRULW\#IRFXVHG#RQ#HPSOR\PHQW#
SURJUDPV1#3UHOLPLQDU\#DXGLW#SURJUDPV#KDYH#EHHQ#GHYHORSHG#IRU#HDFK#RI#
WKH#SURJUDP#DUHDV#DQG#ZH#DUH#QRZ#LPSOHPHQWLQJ#WKH#DXGLW#SURJUDP#IRU#
7UDLQLQJ#)#6NLOOV#'HYHORSPHQW/#ZLWK#WKH#LQWHQW#RI#LPSOHPHQWLQJ#WKH#
RWKHUV#WKHUHDIWHU1

&RQFOXVLRQ 8.82 7KLV#FULWHULRQ#ZDV#QRW#PHW1#7KHUH#LV#QRW#DQ#DSSURSULDWH#DXGLW#
UHJLPH#WR#YHULI\#FOLHQW#DVVHUWLRQV#LQ#HLWKHU#WKH#DSSOLFDWLRQV#RU#WKH#ZDJH#
FODLPV1

5HSRUWLQJ#RQ#
HIIHFWLYHQHVV#RI#
SURJUDPV

,V#WKHUH#UHJXODU#SURJUDP#
HYDOXDWLRQ"

8.83 2XU#WKLUG#REMHFWLYH#ZDV#WR#GHWHUPLQH#LI#WKHUH#DUH#DGHTXDWH#
SURFHGXUHV#LQ#SODFH#WR#PHDVXUH#DQG#UHSRUW#RQ#SURJUDP#HIIHFWLYHQHVV1

8.84 2XU#ILUVW#FULWHULRQ#XQGHU#WKLV#REMHFWLYH#ZDV=

7KH#(PSOR\PHQW#'HYHORSPHQW#%UDQFK#VKRXOG#KDYH#SROLFLHV#DQG#
SURFHGXUHV#ZKLFK#HQVXUH#WKDW#HYDOXDWLRQV#RI#LWV#SURJUDPV#DUH#
FRQGXFWHG#RQ#D#UHJXODU#EDVLV1

8.85 (YDOXDWLRQV#DUH#HVVHQWLDO#IRU#HQVXULQJ#WKDW#SURJUDPV#VWD\#YDOLG#
DQG#DUH#D#QHFHVVDU\#VWDJH#LQ#WKH#PDQDJHPHQW#RI#WKH#SURJUDPV1#7KHUH#DUH#
PDQ\#FRQVLGHUDWLRQV#WKDW#VKRXOG#EH#DGGUHVVHG#LQ#WKH#HYDOXDWLRQ#SURFHVV1#
$PRQJ#WKHP#DUH=

• HYDOXDWLRQV#VKRXOG#DGGUHVV#WKH#H[WHQW#WR#ZKLFK#SURJUDPV#FRQWLQXH#WR#
EH#UHOHYDQW>
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&KDSWHU#; 'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV
• HYDOXDWLRQV#VKRXOG#GHWHUPLQH#LI#D#SURJUDP#LV#DFWXDOO\#PHHWLQJ#WKH#
JRDOV#DQG#REMHFWLYHV#WKDW#LW#LV#VXSSRVHG#WR>

• HYDOXDWLRQV#VKRXOG#FRQVLGHU#WKH#FRVW#RI#D#SURJUDP>#DQG
• HYDOXDWLRQV#VKRXOG#FRQVLGHU#LQSXW#IURP#WKRVH#PRVW#IDPLOLDU#ZLWK#WKH#

SURJUDP/#VXFK#DV#FOLHQWV#DQG#GHSDUWPHQWDO#VWDII1

8.86 'XULQJ#RXU#DXGLW/#ZH#GLVFXVVHG#WKH#HYDOXDWLRQ#SURFHVV#ZLWK#WKH#
/DERXU#0DUNHW#$QDO\VLV#%UDQFK#RI#WKH#'HSDUWPHQW1#:H#ZHUH#WROG#WKH#
'HSDUWPHQW#LV#LQ#WKH#SURFHVV#RI#GHYHORSLQJ#D#IUDPHZRUN#IRU#HYDOXDWLRQ#
RI#WKH#ILYH#HPSOR\PHQW#GHYHORSPHQW#SURJUDPV1#7KLV#IUDPHZRUN#ZLOO#EH#
WKH#VWDUWLQJ#SRLQW#WRZDUGV#GHYHORSLQJ#D#SROLF\#IRU#SURJUDP#HYDOXDWLRQ1#
7KLV#LV#D#JRRG#EHJLQQLQJ/#EXW#WKH#SURJUDPV#EHJDQ#WR#EH#UHVWUXFWXUHG#LQ#
ODWH#VSULQJ#5333/#DQG#LW#ZDV#DW#WKLV#SRLQW#WKDW#WKH#GLVFXVVLRQV#EHJDQ#
FRQFHUQLQJ#WKH#HYDOXDWLRQ#RI#WKH#QHZO\#UHGHVLJQHG#SURJUDPV1#,Q#RUGHU#WR#
GHWHUPLQH/#LQ#D#WLPHO\#IDVKLRQ/#LI#WKH#UHGHVLJQHG#SURJUDPV#DUH#UHOHYDQW#
DQG#DUH#PHHWLQJ#WKH#JRDOV#DQG#REMHFWLYHV#WKH\#DUH#VXSSRVHG#WR/#LQ#RXU#
RSLQLRQ#WKH#HYDOXDWLRQ#IUDPHZRUN#VKRXOG#KDYH#EHHQ#HVWDEOLVKHG#DW#WKH#
LPSOHPHQWDWLRQ#RI#WKH#UHGHVLJQHG#SURJUDPV1#

5HFRPPHQGDWLRQ 8.87 :H#UHFRPPHQGHG#WKDW#JXLGHOLQHV#IRU#SURJUDP#HYDOXDWLRQ#EH#
FRPSOHWHG#DQG#GRFXPHQWHG#DV#VRRQ#DV#SRVVLEOH1#(YDOXDWLRQ#FULWHULD#
VKRXOG#EH#HVWDEOLVKHG#ZKHQ#SURJUDP#FKDQJHV#DUH#LPSOHPHQWHG#DQG#
VKRXOG#EH#DQ#LPSRUWDQW#VWHS#LQ#WKH#GHYHORSPHQW#RI#WKH#FKDQJHV1

'HSDUWPHQWDO#UHVSRQVH 8.88 %RDUG#RI#0DQDJHPHQW#UHFHQWO\#DSSURYHG#WKH#'HSDUWPHQW·V#
(PSOR\PHQW#3URJUDPV#(YDOXDWLRQ#)UDPHZRUN1#7KLV#)UDPHZRUN#DOORZV#
XV#WR#UHYLHZ#SURJUDP#UHVXOWV#RQ#DQ#DQQXDO#EDVLV#DQG#LV#DQ#LQWHJUDO#
PHFKDQLVP#LQ#GHWHUPLQLQJ#WKH#VXFFHVV#RI#WKH#'HSDUWPHQW·V#HPSOR\PHQW#
SURJUDPV1#)XUWKHUPRUH/#HYDOXDWLRQ#UHVXOWV#ZLOO#DVVLVW#LQ#HVWDEOLVKLQJ#
SROLF\#GHFLVLRQV#WKDW#ZLOO#OHDG#WR#SURJUDP#DPHQGPHQWV#RU#UHGHVLJQ1

&RQFOXVLRQ 8.89 7KLV#FULWHULRQ#ZDV#QRW#PHW1#7KHUH#DUH#QR#IRUPDO#SROLFLHV#DQG#
SURFHGXUHV#ZKLFK#HQVXUH#WKDW#HYDOXDWLRQV#RI#GHSDUWPHQWDO#SURJUDPV#DUH#
FRQGXFWHG#RQ#D#UHJXODU#EDVLV1

$UH#UHFRPPHQGDWLRQV#IURP#
SURJUDP#HYDOXDWLRQV#
UHVSRQGHG#WR"

8.90 2XU#VHFRQG#FULWHULRQ#ZDV=

7KH#(PSOR\PHQW#'HYHORSPHQW#%UDQFK#VKRXOG#KDYH#D#SURFHVV#LQ#
SODFH#WR#UHVSRQG#WR#UHFRPPHQGDWLRQV#UHVXOWLQJ#IURP#SURJUDP#
HYDOXDWLRQV1

8.91 ,Q#RUGHU#WR#FRQWLQXH#WR#LPSURYH#DQG#WR#SURPRWH#DFFRXQWDELOLW\/#
SURJUDPV#VKRXOG#KDYH#D#SURFHVV#LQ#SODFH#WR#UHVSRQG#WR#UHFRPPHQGDWLRQV#
UHVXOWLQJ#IURP#SURJUDP#HYDOXDWLRQV1#7KLV#SURFHVV#DOORZV#WKRVH#LQYROYHG#
LQ#WKH#RSHUDWLRQ#WR#SUHVHQW#WKHLU#YLHZV#RQ#WKH#VXFFHVV#RI#D#SURJUDP1#,Q#
DGGLWLRQ/#LI#ZHDNQHVVHV#DUH#LGHQWLILHG#LQ#D#SURJUDP/#WKH#3URJUDP#
2IILFHUV#DQG#PDQDJHUV#UHVSRQVLEOH#IRU#WKH#SURJUDP#WKHQ#KDYH#WKH#
RSSRUWXQLW\#WR#LQGLFDWH#WKHLU#DJUHHPHQW#RU#GLVDJUHHPHQW1#,I#WKH\#DJUHH/#
WKHQ#WKH\#KDYH#WKH#FKDQFH#WR#H[SODLQ#KRZ#WKH\#SODQ#WR#GHDO#ZLWK#WKH#
ZHDNQHVVHV1
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'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV &KDSWHU#;
8.92 $V#SUHYLRXVO\#PHQWLRQHG/#WKHUH#LV#QR#SROLF\#DW#WKH#PRPHQW#ZLWK#
UHVSHFW#WR#SURJUDP#HYDOXDWLRQV/#VR#WKHUH#KDYH#EHHQ#QR#UHFHQW#SURJUDP#
HYDOXDWLRQV1

5HFRPPHQGDWLRQ 8.93 :H#UHFRPPHQGHG#WKDW#WKH#SODQQHG#JXLGHOLQHV#IRU#SURJUDP#
HYDOXDWLRQ#LGHQWLI\#D#SURFHVV#WR#UHVSRQG#WR#UHFRPPHQGDWLRQV#
UHVXOWLQJ#IURP#SURJUDP#HYDOXDWLRQV1

'HSDUWPHQWDO#UHVSRQVH 8.94 7KH#'HSDUWPHQW#ZLOO#LGHQWLI\#D#SURFHVV#WR#UHVSRQG#WR#
UHFRPPHQGDWLRQV#UHVXOWLQJ#IURP#SURJUDP#HYDOXDWLRQV1

&RQFOXVLRQ 8.95 7KLV#FULWHULRQ#ZDV#QRW#PHW1

'RHV#WKH#'HSDUWPHQW#
UHSRUW#SXEOLFO\#RQ#SURJUDP#
HIIHFWLYHQHVV"

8.96 2XU#WKLUG#FULWHULRQ#ZDV=

7KH#H[WHUQDO#UHSRUWLQJ#RQ#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV#
VKRXOG#EH#LQ#FRPSOLDQFH#ZLWK#WKH#DQQXDO#UHSRUW#SROLF\#RI#WKH#
3URYLQFH1#

8.97 2XU#2IILFH#KDV#EHHQ#ORRNLQJ#DW#GHSDUWPHQWDO#DQQXDO#UHSRUWV#DV#
WKH#PDMRU#DFFRXQWDELOLW\#WRRO#IRU#GHSDUWPHQWV#VLQFH#4<;<1#$W#WKDW#WLPH#
ZH#QRWHG#VHYHUDO#PDMRU#GHILFLHQFLHV#LQ#WKH#DQQXDO#UHSRUWV#WKDW#ZHUH#EHLQJ#
SUHSDUHG1#6HYHUDO#UHFRPPHQGDWLRQV#ZHUH#PDGH#IRU#LPSURYHPHQW#DQG/#LQ#
4<<7/#DQ#$QQXDO#5HSRUW#3ROLF\#ZDV#LVVXHG1#7KH#UHTXLUHPHQWV#RI#WKH#
DQQXDO#UHSRUWLQJ#SROLF\#DUH#FOHDU1#6HFWLRQ#7#RI#WKH#SROLF\#VWDWHV=

7KH#SULPH#IXQFWLRQ#RI#DQ#DQQXDO#UHSRUW#LV#WR#EH#WKH#PDMRU#
DFFRXQWDELOLW\#GRFXPHQW#E\#GHSDUWPHQWV#DQG#DJHQFLHV#IRU#WKH#
/HJLVODWLYH#$VVHPEO\#DQG#WKH#JHQHUDO#SXEOLF1#,W#VHUYHV#DV#WKH#NH\#
SXEOLF#OLQN#EHWZHHQ#WKH#REMHFWLYHV#DQG#SODQV#RI#D#JRYHUQPHQW#HQWLW\#
DQG#WKH#UHVXOWV#REWDLQHG1#

8.98 :H#UHYLHZHG#WKH#533305334#DQQXDO#UHSRUW#RI#WKH#'HSDUWPHQW#RI#
7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#WR#VHH#LI#LW#FRPSOLHG#ZLWK#WKH#
$QQXDO#5HSRUW#3ROLF\1#7KH#UHTXLUHPHQWV#ZH#H[DPLQHG#DUH#IRXQG#LQ#
VHFWLRQ#8#RI#WKH#SROLF\=

D,##>WKH#DQQXDO#UHSRUW@#VKRXOG#JLYH#D#FOHDU#DFFRXQW#RI#JRDOV/#REMHFWLYHV#DQG#
SHUIRUPDQFH#LQGLFDWRUV

E,##WKH#UHSRUW#VKRXOG#VKRZ#WKH#H[WHQW#WR#ZKLFK#D#SURJUDP#FRQWLQXHV#WR#EH#
UHOHYDQW

F,##>WKH#UHSRUW#VKRXOG#VKRZ@#KRZ#ZHOO#WKH#RUJDQL]DWLRQ#SHUIRUPHG#LQ#
DFKLHYLQJ#LWV#SODQV#

G,##>WKH#UHSRUW#VKRXOG#VKRZ@#KRZ#ZHOO#D#SURJUDP#ZDV#DFFHSWHG#E\#LWV#FOLHQW#
JURXSV#

H,##>WKH#DQQXDO#UHSRUW#VKRXOG#SUHVHQW@#DFWXDO#DQG#EXGJHW#ILQDQFLDO#
LQIRUPDWLRQ#LQ#VXPPDU\#IRUP#DQG#D#QDUUDWLYH#H[SODLQLQJ#PDMRU#
YDULDQFHV1
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&KDSWHU#; 'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV
5HTXLUHPHQW#&4=##$#FOHDU#
DFFRXQW#RI#JRDOV/#REMHFWLYHV#
DQG#SHUIRUPDQFH#LQGLFDWRUV1

8.99 7KH#533305334#DQQXDO#UHSRUW#GRHV#GHVFULEH#RYHUDOO#JRDOV#IRU#WKH#
/DERXU#DQG#(PSOR\PHQW#'LYLVLRQ/#EXW#WKHUH#DUH#QR#VSHFLILF#REMHFWLYHV#RU#
SHUIRUPDQFH#LQGLFDWRUV#WLHG#WR#WKHVH#JRDOV1#7KH#LQGLYLGXDO#HPSOR\PHQW#
SURJUDPV#DUH#GHVFULEHG/#EXW#DJDLQ#WKHUH#DUH#QR#JRDOV/#REMHFWLYHV#RU#
SHUIRUPDQFH#PHDVXUHV#JLYHQ1

5HTXLUHPHQW#&5=##&RQWLQXLQJ#
UHOHYDQFH#RI#SURJUDPV

8.100 7KH#FRQWLQXLQJ#UHOHYDQFH#RI#WKH#SURJUDPV#LV#HYLGHQW#WKURXJK#
WKHLU#UHGHVLJQ#LQ#RUGHU#WR#EHWWHU#PHHW#WKH#QHZ#IRFXV#RQ#LQGLYLGXDO#FOLHQW#
QHHGV#DQG#ORQJ0WHUP#VXVWDLQDEOH#HPSOR\PHQW1#

8.101 $#TXRWH#IURP#WKH#ERRN#$FFRXQWDELOLW\/#3HUIRUPDQFH#5HSRUWLQJ/#
&RPSUHKHQVLYH#$XGLW#0#$Q#,QWHJUDWHG#3HUVSHFWLYH#+&&$)/#4<<9,#
SURYLGHV#DQ#LQWHUHVWLQJ#SHUVSHFWLYH#RQ#UHOHYDQFH1

5HOHYDQFH#UHIHUV#WR#WKH#H[WHQW#WR#ZKLFK#D#SURJUDP#«#FRQWLQXHV#
WR#PDNH#VHQVH#LQ#UHJDUG#WR#WKH#SUREOHPV#RU#FRQGLWLRQV#LW#LV#
LQWHQGHG#WR#DGGUHVV1#,W#LV#DQ#DWWULEXWH#WKDW#QRUPDOO\#ZRXOG#EH#
FRQVLGHUHG#LQ#SUHSDULQJ#D#PDQDJHPHQW#UHSUHVHQWDWLRQ#DERXW#
D#PDMRU#SURJUDP/#DFWLYLW\/«#ZLWKLQ#DQ#RUJDQL]DWLRQ1#
,QIRUPDWLRQ#DERXW#WKLV#DWWULEXWH#FRXOG#OHDG#WR#FRQILUPDWLRQ/#
DPHQGPHQW/#RU#HOLPLQDWLRQ#RI#WKDW#SURJUDP/#DFWLYLW\/#RU#
EXVLQHVV1

8.102 ,Q#RXU#RSLQLRQ/#WKH#TXHVWLRQ#RI#ZKHWKHU#WKH#SURJUDP#´FRQWLQXHV#
WR#PDNH#VHQVH#LQ#UHJDUG#WR#WKH#SUREOHPV#RU#FRQGLWLRQV#LW#LV#LQWHQGHG#WR#
DGGUHVVµ#VKRXOG#EH#DGGUHVVHG#LQ#HYDOXDWLRQV#RI#WKH#SURJUDPV#DQG#WKHVH#
HYDOXDWLRQV#VKRXOG#EH#UHSRUWHG#RQ#DSSURSULDWHO\#LQ#WKH#DQQXDO#UHSRUW1

5HTXLUHPHQW#&6=##:HUH#JRDOV#
DFKLHYHG"

8.103 7KH#UHSRUW#GRHV#VD\#KRZ#PDQ\#SHRSOH#JRW#DVVLVWDQFH#XQGHU#HDFK#
RI#WKH#SURJUDPV/#EXW#WKHVH#VWDWLVWLFV#DUH#QRW#WLHG#EDFN#WR#WKH#JRDOV#RI#WKH#
EUDQFK#RU#WKH#SURJUDPV#WKHPVHOYHV1#:LWKRXW#SHUIRUPDQFH#LQGLFDWRUV#
WKHUH#LV#QR#FOHDU#ZD\#WR#WHOO#LI#WKH#JRDOV#RI#WKH#SURJUDPV#RU#WKH#EUDQFK#
ZHUH#PHW1#

5HTXLUHPHQW#&7=#$FFHSWDQFH#
E\#FOLHQW#JURXSV

8.104 7KHUH#LV#QR#PHQWLRQ#RI#KRZ#ZHOO#WKH#SURJUDPV#ZHUH#DFFHSWHG#E\#
WKHLU#FOLHQW#JURXSV1#

5HTXLUHPHQW#&8=#9DULDQFH#
$QDO\VLV

8.105 $QQXDO#DQG#EXGJHW#ILQDQFLDO#LQIRUPDWLRQ#LV#SUHVHQWHG#LQ#D#
VXPPDU\#IRUP#EXW#WKH#QDUUDWLYHV#H[SODLQLQJ#PDMRU#YDULDQFHV#DUH#
VXSHUILFLDO#DW#EHVW1#:H#GR#QRWH#WKDW#WKH#VXPPDU\#ILQDQFLDO#LQIRUPDWLRQ#
JRHV#LQWR#JUHDWHU#GHWDLO#WKDQ#LV#UHTXLUHG#E\#WKH#$QQXDO#5HSRUW#3ROLF\1#
([SHQGLWXUH#LQIRUPDWLRQ#LV#JLYHQ#IRU#HDFK#RI#WKH#ILYH#HPSOR\PHQW#
SURJUDPV#DQG#VXE0SURJUDPV1

5HFRPPHQGDWLRQ 8.106 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#UHYLHZ#LWV#DQQXDO#UHSRUW#LQ#
UHODWLRQ#WR#WKH#$QQXDO#5HSRUW#3ROLF\#DQG#LGHQWLI\#DUHDV#ZKHUH#
LPSURYHPHQW#LV#VWLOO#SRVVLEOH#DQG#ZRUN#WR#PDNH#WKH#LGHQWLILHG#
LPSURYHPHQWV1
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'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW#0#(PSOR\PHQW#'HYHORSPHQW#3URJUDPV &KDSWHU#;
'HSDUWPHQWDO#UHVSRQVH 8.107 7KH#'HSDUWPHQW#LV#FRPPLWWHG#WR#PHHWLQJ#WKH#DQQXDO#UHSRUW#SROLF\#
RI#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN1#$V#VXFK/#WKH#'HSDUWPHQW#ZLOO#UHYLHZ#
FXUUHQW#UHSRUW#VWUXFWXUH#DQG#FRQWHQW#DQG#ZLOO#PDNH#LPSURYHPHQWV#ZKHUH#
SRVVLEOH1

&RQFOXVLRQ 8.108 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#([WHUQDO#UHSRUWLQJ#RQ#
(PSOR\PHQW#'HYHORSPHQW#3URJUDPV#LV#LQ#SDUWLDO#FRPSOLDQFH#ZLWK#WKH#
DQQXDO#UHSRUW#SROLF\#RI#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN/#EXW#DUHDV#IRU#
LPSURYHPHQW#GR#H[LVW#DQG#VKRXOG#EH#DGGUHVVHG1
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#&KDSWHU#<
'HSDUWPHQW#RI#7UDQVSRUWDWLRQ
9HKLFOH#0DQDJHPHQW#$JHQF\

&RQWHQWV
%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4:8

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4:9

5HVXOWV#LQ#EULHI##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4::

5HSDLU#DQG#PDLQWHQDQFH#VHUYLFHV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4:;

)XHO#XVDJH##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 533



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\

#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ##
9HKLFOH#0DQDJHPHQW#$JHQF\
%DFNJURXQG <14 $V#VWDWHG#LQ#WKH#9HKLFOH#0DQDJHPHQW#$JHQF\·V#+WKH#$JHQF\,#
%XVLQHVV#3ODQ/#´3ULRU#WR#4<;7#HDFK#GHSDUWPHQW#RI#JRYHUQPHQW#ZDV#
UHVSRQVLEOH#IRU#WKH#SURYLVLRQ#RI#WKHLU#RZQ#YHKLFOHV#DQG#HTXLSPHQW1#
)XQGV#WR#RSHUDWH#DQG#UHSODFH#GHSDUWPHQWDO#YHKLFOHV#ZHUH#DOORFDWHG#WR#
LQGLYLGXDO#GHSDUWPHQWV1#

<15 ´,Q#WKH#HDUO\#4<;3V#D#VWXG\#ZDV#LQLWLDWHG#E\#JRYHUQPHQW#WR#
HYDOXDWH#WKH#PRVW#HIILFLHQW#DQG#FRVW#HIIHFWLYH#PHWKRG#RI#PHHWLQJ#WKH#
WUDQVSRUWDWLRQ#UHTXLUHPHQWV#RI#DOO#JRYHUQPHQW#GHSDUWPHQWV1#,W#ZDV#
GHWHUPLQHG#WR#EH#EHQHILFLDO#LI#RQH#VLQJOH#JRYHUQPHQW#GHSDUWPHQW#ZDV#
UHVSRQVLEOH#IRU#WKH#SURYLVLRQ#RI#YHKLFOHV#DQG#DVVRFLDWHG#VHUYLFHV1#

<16 ´,Q#4<;7#WKH#%RDUG#RI#0DQDJHPHQW#HVWDEOLVKHG#D#IOHHW#
PDQDJHPHQW#RSHUDWLRQ#ZLWKLQ#WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ1#7KLV#
QHZ#EUDQFK/#9HKLFOH#0DQDJHPHQW/#ZDV#JLYHQ#WKH#UHVSRQVLELOLW\#WR#
SXUFKDVH/#SURYLGH#UHSDLUV#DQG#IXHO/#DQG#WR#GLVSRVH#RI#YHKLFOHV#111#XWLOL]HG#
E\#JRYHUQPHQW#GHSDUWPHQWV1µ#6XEVHTXHQWO\/#D#UHTXHVW#ZDV#PDGH#E\#
9HKLFOH#0DQDJHPHQW#WR#JRYHUQPHQW/#WR#HVWDEOLVK#WKH#9HKLFOH#
0DQDJHPHQW#%UDQFK#DV#D#6SHFLDO#2SHUDWLQJ#$JHQF\1#*RYHUQPHQW#
DSSURYHG#D#&KDUWHU#GRFXPHQW#LQ#WKLV#UHJDUG#LQ#0D\#4<<81#7KH#$JHQF\*V#
&KDUWHU#DOORZV#IRU#WKH#UROORYHU#DQG#XVH#RI#DQ\#VXUSOXV#IXQGV#JHQHUDWHG1#

<17 7KH#$JHQF\#QRZ#IXQFWLRQV#DV#D#6SHFLDO#2SHUDWLQJ#$JHQF\#
ZLWKLQ#WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ1#,WV#PLVVLRQ#LV=

7R#SURYLGH#IOHHW#PDQDJHPHQW#DQG#YHKLFOH#PDLQWHQDQFH#
VHUYLFHV#WR#*RYHUQPHQW/#RQ#DQ#HFRQRPLFDO#EDVLV#DQG#
DFFRUGLQJ#WR#HVWDEOLVKHG#VWDQGDUGV/#WR#HQDEOH#FOLHQWV#WR#
GHOLYHU#TXDOLW\#VHUYLFHV#WR#WKH#SXEOLF1

<18 7KH#$JHQF\*V#PDQGDWH#FXUUHQWO\#LQFOXGHV#WKH#SURYLVLRQ#RI#D#IXOO#
UDQJH#RI#YHKLFOH#VHUYLFHV#WR#WZHQW\#FOLHQW#GHSDUWPHQWV1#7KHVH#
GHSDUWPHQWV#XWLOL]H#DSSUR[LPDWHO\#7/583#YHKLFOHV#DQG#HTXLSPHQW#WR#
SURYLGH#JRYHUQPHQW#VHUYLFHV#WR#WKH#SXEOLF1#)OHHW#FRPSRVLWLRQ#EDVHG#RQ#
QXPEHUV#RI#DVVHWV#FRQVLVWV#RI#VFKRRO#EXVHV#+5;(,/#OLJKW#WUXFNV#+63(,/#
KHDY\#WUXFNV#DQG#JUDGHUV#+49(,/#FDUV#+6(,#DQG#RWKHU#KHDY\#DQG#
PLVFHOODQHRXV#HTXLSPHQW#+56(,1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4:8



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
<19 6HUYLFHV#DUH#SURYLGHG#WKURXJK#D#FHQWUDOL]HG#IOHHW#PDQDJHPHQW#
DJHQF\#RIILFH/#63#GHFHQWUDOL]HG#UHSDLU#VKRSV#DQG#434#IXHO#VLWHV#ORFDWHG#
WKURXJKRXW#WKH#3URYLQFH1#

<1: 7KH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#+'27,#UHSDLU#IDFLOLWLHV#
VFKHGXOH#ZRUN#WR#EH#SHUIRUPHG#DW#WKHLU#RZQ#VKRSV#DQG#H[WHUQDO#VHUYLFH#
SURYLGHUV1#)XUWKHU/#WKH\#SURYLGH#UHSDLU#SDUWV#DQG#VXSSOLHV#IRU#FOLHQW#
YHKLFOHV#DQG#FROOHFW#DQG#LQSXW#LQIRUPDWLRQ#DVVRFLDWHG#ZLWK#HDFK#UHSDLU#
LQWR#WKH#DXWRPDWHG#)OHHW#0DQDJHPHQW#6\VWHP#+)06,1#)06#FDSWXUHV#
DFFXPXODWHG#PLOHDJH/#PDLQWHQDQFH#DQG#UHSDLU#KLVWRU\/#IXHO#XVDJH/#DQG#
FXUUHQW#DVVLJQPHQW#E\#LQGLYLGXDO#YHKLFOH1#,W#DOVR#KDV#VHYHUDO#UHSRUWLQJ#
FDSDELOLWLHV1#6RPH#UHSRUWV#DUH#DYDLODEOH#WR#FOLHQW#XVHUV#XSRQ#UHTXHVW1

<1; 6RPH#RI#WKH#ODUJHU#UHSDLU#VKRSV#RIIHU#D#IXOO#UDQJH#RI#VHUYLFHV#
IURP#QRUPDO#PDLQWHQDQFH#WR#D#PDMRU#RYHUKDXO/#ZKLOH#RWKHUV#DUH#OLPLWHG#
WR#JHQHUDO#PDLQWHQDQFH1#6SHFLDOLW\#UHSDLUV#LQFOXGLQJ#JODVV#UHSDLU/#
H[KDXVW#ZRUN/#IURQW0HQG#DOLJQPHQW/#DXWRPDWLF#WUDQVPLVVLRQ#UHSDLUV/#DQG#
XSKROVWHU\#UHSDLUV#DUH#RIWHQ#REWDLQHG#IURP#WKH#SULYDWH#VHFWRU1#

<1< 7R#UHFRYHU#FRVWV#LQFXUUHG#LQ#SURYLGLQJ#WKHVH#VHUYLFHV#WR#
JRYHUQPHQW#GHSDUWPHQWV/#WKH#$JHQF\#GHYHORSV#\HDUO\#FKDUJH#EDFN#UDWHV#
IRU#FOLHQW#GHSDUWPHQWV1#7KHVH#FKDUJH#EDFN#UDWHV#DOORFDWH#DOO#YHKLFOH#FRVWV#
WR#XVHU#GHSDUWPHQWV#EDVHG#RQ#XVDJH/#UHSDLUV#DQG#FDSLWDO#FRVWV#DVVLJQHG#WR#
WKDW#FOLHQW1#7KH#UDWH#VWUXFWXUH#FRQVLVWV#RI#D#IL[HG#PRQWKO\#UDWH#WR#UHFRYHU#
RYHUKHDG#FRVWV/#DFFLGHQW#GDPDJH/#LQVXUDQFH#DQG#FDSLWDO#FRVW/#DQG#D#
YDULDEOH#UDWH#SHU#NLORPHWUH#WR#FRYHU#UHSDLU#DQG#PDLQWHQDQFH#FRVWV1#
([HFXWLYH#XVHUV#+0LQLVWHUV/#'HSXW\#0LQLVWHUV/#([HFXWLYH#$VVLVWDQWV,#DUH#
QRW#FKDUJHG#D#YDULDEOH#UDWH1#5DWKHU/#WKH\#KDYH#D#IL[HG#UDWH#WR#FRYHU#
FDSLWDO#FRVWV#DQG#DQRWKHU#IL[HG#UDWH#ZKLFK#LQFRUSRUDWHV#DOO#RWKHU#FRVWV1#,Q#
DGGLWLRQ/#ERWK#H[HFXWLYH#DQG#UHJXODU#FOLHQWV#DUH#FKDUJHG#IRU#WKH#DFWXDO#
FRVW#RI#IXHO#FRQVXPHG#HDFK#PRQWK1#

<143 7KH#$JHQF\#UHWDLQV#DOO#UHYHQXH#UHFHLYHG#IURP#WKH#GLVSRVDO#RI#
VXUSOXV#JRRGV#DQG#DVVHWV/#VDOH#RI#DVVHWV#WR#H[HFXWLYHV#DQG#UHFRYHULHV#
IURP#LQVXUDQFH#FODLPV1#:KHQ#ZH#EHJDQ#RXU#ILHOGZRUN/#WKH#$JHQF\#KDG#
DQ#DFFXPXODWHG#VXUSOXV#RI#'41<#PLOOLRQ#DFFRUGLQJ#WR#WKH#3XEOLF#$FFRXQWV#
IRU#WKH#\HDU#HQGHG#64#0DUFK#53341#7KLV#VXUSOXV#KDG#EHHQ#DFFXPXODWHG#
VLQFH#WKH#LQFHSWLRQ#RI#WKH#$JHQF\#LQ#4<<91#6XEVHTXHQW#WR#RXU#ILHOG#ZRUN/#
WKH#3URYLQFH#UHOHDVHG#WKH#3XEOLF#$FFRXQWV#IRU#WKH#\HDU#HQGHG#64#0DUFK#
5335#ZKLFK#VKRZV#WKH#$JHQF\#QRZ#KDV#DQ#DFFXPXODWHG#GHILFLW#RI#'91;#
PLOOLRQ1

6FRSH <144 :KLOH#WKH#9HKLFOH#0DQDJHPHQW#$JHQF\#SURYLGHV#VHUYLFHV#IRU#
EXVHV/#KHDY\#HTXLSPHQW#DQG#KHDY\#WUXFNV/#WKH#VFRSH#RI#RXU#DXGLW#ZDV#
OLPLWHG#WR#FDUV/#H[HFXWLYH#YHKLFOHV#DQG#OLJKW#WUXFNV1#7KHVH#DVVHWV#DUH#
UHIHUUHG#WR#DV#&ODVV#$#+FDUV/#H[HFXWLYH#YHKLFOHV,#DQG#%#+OLJKW#WUXFNV,#
DVVHWV#ZLWKLQ#WKH#$JHQF\1#/LJKW#WUXFNV#UHIHU#WR#WUXFNV#WKDW#DUH#RQH#WRQ#
DQG#XQGHU1#7KHUH#DUH#DSSUR[LPDWHO\#9:#FDUV/#99#H[HFXWLYH#YHKLFOHV#DQG#
4/5::#OLJKW#WUXFNV#FXUUHQWO\#EHLQJ#VHUYLFHG#E\#WKH#$JHQF\1#2SHUDWLQJ#
4:9 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
FRVWV#LQFXUUHG#IRU#&ODVV#$#DQG#%#YHKLFOHV#IRU#WKH#\HDU#HQGHG#64#0DUFK#
5335#DPRXQWHG#WR#'91;#PLOOLRQ1#2I#WKHVH#RSHUDWLQJ#FRVWV/#DSSUR[LPDWHO\#
KDOI#UHODWHG#WR#IXHO#SXUFKDVHV1#7KH#LQLWLDO#FDSLWDO#FRVW#IRU#WKHVH#YHKLFOHV#
ZDV#'6517#PLOOLRQ1

<145 2XU#DXGLW#REMHFWLYHV#ZHUH#DV#IROORZV=

• 7R#GHWHUPLQH#LI#WKH#9HKLFOH#0DQDJHPHQW#$JHQF\#LV#SURYLGLQJ#UHSDLU#
DQG#PDLQWHQDQFH#VHUYLFHV#IRU#JRYHUQPHQW#FDUV/#H[HFXWLYH#YHKLFOHV/#
DQG#OLJKW#WUXFNV#LQ#D#PDQQHU#ZKLFK#PLQLPL]HV#FRVWV#DQG#PD[LPL]HV#
HIILFLHQF\1

• 7R#GHWHUPLQH#LI#WKH#9HKLFOH#0DQDJHPHQW#$JHQF\#KDV#DGHTXDWH#
V\VWHPV#DQG#SUDFWLFHV#LQ#SODFH#WR#PRQLWRU#DQG#FRQWURO#WKH#XVDJH#RI#
IXHO#IRU#JRYHUQPHQW#FDUV#DQG#OLJKW#WUXFNV1

<146 :H#GHYHORSHG#D#QXPEHU#RI#FULWHULD#WR#DVVLVW#XV#LQ#FRQGXFWLQJ#WKH#
DXGLW1#

<147 7KH#LQLWLDO#SODQQLQJ#SKDVH#RI#WKH#DXGLW#FRQVLVWHG#PDLQO\#RI#
GRFXPHQWDWLRQ#UHYLHZV#DQG#LQWHUYLHZV#ZLWK#VWDII#IURP#WKH#'HSDUWPHQW#RI#
7UDQVSRUWDWLRQ/#SULPDULO\#ZLWKLQ#WKH#9HKLFOH#0DQDJHPHQW#$JHQF\1#

<148 ,Q#WKH#FRQGXFWLQJ#SKDVH#ZH#REWDLQHG#DXGLW#HYLGHQFH#E\#
SHUIRUPLQJ#DXGLW#WHVWLQJ#DW#WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ*V#9HKLFOH#
0DQDJHPHQW#$JHQF\/#ERWK#DW#KHDG#RIILFH#DQG#WZR#PDMRU#UHSDLU#DQG#
PDLQWHQDQFH#IDFLOLWLHV1#:KLOH#WKHUH#DUH#WKLUW\#UHSDLU#IDFLOLWLHV#LQ#WKH#
3URYLQFH/#RQO\#IRXU#RI#WKHP#VHUYLFH#D#VXEVWDQWLDO#QXPEHU#RI#FDUV/#OLJKW#
WUXFNV#DQG#H[HFXWLYH#YHKLFOHV1#:H#DOVR#LQWHUYLHZHG#VWDII#DW#WKUHH#PDMRU#
XVHU#GHSDUWPHQWV#DQG#YDULRXV#H[HFXWLYH#GULYHUV1#2XU#DXGLW#ZDV#
VXEVWDQWLDOO\#FRPSOHWHG#E\#0D\#53351#

<149 :H#KDYH#XVHG#DOO#LQIRUPDWLRQ#JDWKHUHG#WR#VXSSRUW#RXU#ILQGLQJV/#
FRQFOXVLRQV#DQG#UHFRPPHQGDWLRQV#WKDW#DUH#SUHVHQWHG#LQ#WKLV#FKDSWHU1#

5HVXOWV#LQ#EULHI <14: $W#WKH#WLPH#RI#RXU#DXGLW#WKH#$JHQF\#ZDV#QRW#LQ#FRPSOLDQFH#
ZLWK#D#NH\#DVSHFW#RI#WKH#JRYHUQPHQW·V#9HKLFOH#3ROLF\1#7KLV#SROLF\#
UHTXLUHG#WKDW#WKH#$JHQF\#´UHSRUW#DQQXDOO\#WR#%RDUG#RI#0DQDJHPHQW#
WKH#FRVW#SHU#NLORPHWUH#RI#RSHUDWLQJ#WKH#JRYHUQPHQW#IOHHW/#DQG#
FRPSDUDWLYH#FRVWV#RI#DOWHUQDWH#PHDQV#RI#SURYLGLQJ#WUDQVSRUWDWLRQ1µ#
:H#VHH#WKLV#UHSRUWLQJ#DV#DQ#H[WUHPHO\#LPSRUWDQW#XQGHUWDNLQJ#
UHTXLUHG#E\#WKH#SROLF\#PDNHUV#RI#WKH#GD\1#,W#JHWV#WR#WKH#IXQGDPHQWDO#
LVVXH#DV#WR#ZKHWKHU#RU#QRW#WKH#VHUYLFH#LV#EHLQJ#GHOLYHUHG#LQ#WKH#PRVW#
HFRQRPLFDO#ZD\1#:H#ZHUH#GLVDSSRLQWHG#WR#QRWH#WKDW#WKH#9HKLFOH#
3ROLF\#ZDV#DPHQGHG#VXEVHTXHQW#WR#RXU#DXGLW/#DQG#WKH#UHSRUWLQJ#
UHTXLUHPHQW#ZDV#UHPRYHG1

<14; 7KH#$JHQF\#GRHV#KDYH#D#SUHYHQWDWLYH#PDLQWHQDQFH#SURJUDP#
LQ#SODFH1#:H#REVHUYHG/#WKRXJK/#WKDW#WKH#$JHQF\#LV#QRW#DOZD\V#
SURDFWLYH#LQ#VFKHGXOLQJ#VXFK#PDLQWHQDQFH1#7KLV#PHDQV#WKDW#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4::



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
SUHYHQWDWLYH#PDLQWHQDQFH#LV#QRW#DOZD\V#EHLQJ#GRQH#LQ#D#WLPHO\#
IDVKLRQ1

<14< 7KH#$JHQF\#QHHGV#WR#HVWDEOLVK#EHQFKPDUNV#IRU#PHFKDQLF#
XWLOL]DWLRQ/#PHFKDQLF#HIILFLHQF\#DQG#PHFKDQLF#HIIHFWLYHQHVV/#WKUHH#
DUHDV#WKDW#WKH#1DWLRQDO#$VVRFLDWLRQ#RI#)OHHW#$GPLQLVWUDWRUV#FDOOV#
´WKUHH#IXQGDPHQWDO#GLPHQVLRQV#RI#ODERXU#FRVW1µ

<153 7KH#$JHQF\#KDV#XQGHUWDNHQ#VRPH#LQLWLDWLYHV#WR#GHWHUPLQH#WKH#
DSSURSULDWH#VWDIILQJ#OHYHOV#WR#SURYLGH#VHUYLFH#IRU#JRYHUQPHQW0RZQHG#
FDUV#DQG#OLJKW#WUXFNV1#)RU#LQVWDQFH/#WKH#$JHQF\#KDV#FRPSOHWHG#D#
QXPEHU#RI#VWDIILQJ#VWXGLHV1#%XW/#DOWKRXJK#WKH#$JHQF\·V#EXVLQHVV#
SODQV#VWDWHG#LWV#LQWHQWLRQ#WR#FDUU\#RXW#VWDIILQJ#VWXGLHV#IRU#KHDG#RIILFH#
DQG#FDVXDO#VWDII/#WKH#$JHQF\#KDV#QRW#FRPSOHWHG#WKHP1#

<154 7KH#$JHQF\#LV#QRW#FXUUHQWO\#DQDO\]LQJ#WKH#HFRQRPLFV#RI#LQ0
KRXVH#VHUYLFH#SURYLVLRQ#YHUVXV#XVLQJ#H[WHUQDO#YHQGRUV#IRU#WKH#VDPH#
VHUYLFH1#:KHQ#H[WHUQDO#YHQGRUV#DUH#XVHG#IRU#VHUYLFH#SURYLVLRQ/#VWDII#
DUH#QRW#DOZD\V#HQVXULQJ#WKH\#REWDLQ#WKH#YHQGRU#WKDW#ZRXOG#
QHFHVVDULO\#SURYLGH#WKH#EHVW#RYHUDOO#VHUYLFH#WR#JRYHUQPHQW1#

<155 7KH#$JHQF\#LV#QRW#UHSODFLQJ#WKH#IOHHW#LQ#DFFRUGDQFH#ZLWK#LWV#
RZQ#OLIH#F\FOH#FRVWLQJ#DQDO\VLV1#7KH#PDLQ#H[SODQDWLRQ#RIIHUHG#IRU#WKLV#
ZDV#EXGJHW#UHVWUDLQWV1#'HFLVLRQV#EDVHG#RQ#WKLV#UHDVRQ#PD\#EH#
UHVXOWLQJ#LQ#D#IDOVH#HFRQRP\1#

<156 7KH#$JHQF\#JHQHUDOO\#KDV#VXIILFLHQW#SROLF\#WR#PRQLWRU#DQG#
FRQWURO#WKH#XVDJH#RI#IXHO1#%XW#LW#DSSHDUV#WKDW#WKLV#SROLF\#LQIRUPDWLRQ#
LV#RIWHQ#QRW#PDNLQJ#LW#WR#WKH#GULYHUV1#)XUWKHU/#DW#WKH#WLPH#RI#RXU#
DXGLW/#WKH#$JHQF\#ZDV#QRW#LQ#FRPSOLDQFH#ZLWK#WKH#UHTXLUHPHQWV#RI#
JRYHUQPHQW#SROLF\#IRU#PRQLWRULQJ#IXHO#DQG#FUHGLW#FDUG#XVDJH1#

<157 :H#QRWHG#D#FRXSOH#RI#DUHDV#ZKHUH#WKH#$JHQF\#FRXOG#EHQHILW#
IURP#HQKDQFHG#GLUHFWLRQ#LQ#GHDOLQJ#ZLWK#H[HFXWLYH#YHKLFOHV1#2QH#
UHODWHV#WR#WKH#H[WHQW#RI#ZRUN#WKDW#WKH#$JHQF\#FDQ#SHUIRUP#MXVW#SULRU#
WR#DQ#H[HFXWLYH#SXUFKDVLQJ#D#JRYHUQPHQW#YHKLFOH1#,Q#RWKHU#ZRUGV/#WKH#
$JHQF\#QHHGV#VRPH#ILUP#JXLGHOLQHV#RQ#ZKDW#ZRXOG#EH#IDLU#DQG#
UHDVRQDEOH#IRU#ERWK#WKH#H[HFXWLYH#GULYHU#DQG#WKH#JRYHUQPHQW1#7KH#
VHFRQG#DUHD#FRQFHUQV#PRQLWRULQJ#RI#IXHO#XVDJH#IRU#H[HFXWLYH#YHKLFOHV1#
7KLV#LV#DQ#DUHD#ZH#FRPPHQWHG#RQ#WR#VRPH#GHJUHH#LQ#RXU#4<<9#5HSRUW#
EXW#LW#VHHPV#LW#VWLOO#UHTXLUHV#VRPH#DWWHQWLRQ1

5HSDLU#DQG#
PDLQWHQDQFH#VHUYLFHV

<158 2XU#ILUVW#REMHFWLYH#ZDV=#

7R#GHWHUPLQH#LI#WKH#9HKLFOH#0DQDJHPHQW#$JHQF\#LV#SURYLGLQJ#
UHSDLU#DQG#PDLQWHQDQFH#VHUYLFHV#IRU#JRYHUQPHQW#FDUV/#
H[HFXWLYH#YHKLFOHV/#DQG#OLJKW#WUXFNV#LQ#D#PDQQHU#ZKLFK#
PLQLPL]HV#FRVWV#DQG#PD[LPL]HV#HIILFLHQF\1

2YHUDOO#SODQQLQJ <159 2XU#ILUVW#FULWHULRQ#ZDV=
4:; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
7KH#9HKLFOH#0DQDJHPHQW#$JHQF\#VKRXOG#KDYH#V\VWHPV#DQG#
SUDFWLFHV#LQ#SODFH#WR#DSSURSULDWHO\#SODQ#IRU#WKH#VHUYLFLQJ#
UHTXLUHPHQWV#RI#JRYHUQPHQW#FDUV/#H[HFXWLYH#YHKLFOHV#DQG#OLJKW#
WUXFNV1#

$VVLJQLQJ#YHKLFOHV <15: :KHQ#D#QHZ#YHKLFOH#LV#SXUFKDVHG/#LW#LV#DVVLJQHG#WR#D#SDUWLFXODU#
UHSDLU#VKRS#E\#WKH#$JHQF\#DQG#WKLV#LV#WKH#SULPDU\#UHSDLU#ORFDWLRQ#IRU#WKDW#
YHKLFOH1#'XULQJ#RXU#DXGLW#ZH#ZHUH#SOHDVHG#WR#QRWH#WKDW#DOO#VKRS#
VXSHUYLVRUV#ZH#LQWHUYLHZHG#FRXOG#HDVLO\#SURYLGH#XV#ZLWK#D#OLVWLQJ#RI#
YHKLFOHV#WKH\#ZHUH#UHVSRQVLEOH#IRU1#$V#ZHOO/#KHDG#RIILFH#FRXOG#HDVLO\#
SURGXFH#UHSRUWV#IRU#XV#IURP#)06#GHWDLOLQJ#DOO#VKRSV#LQ#WKH#3URYLQFH#DQG#
WKHLU#FRUUHVSRQGLQJ#YHKLFOH#DVVLJQPHQWV1#

7\SHV#RI#VHUYLFH <15; :KLOH#LW#LV#LPSRUWDQW#IRU#VKRSV#WR#NQRZ#WKH#QXPEHU#RI#YHKLFOHV#
WKH\#DUH#UHVSRQVLEOH#IRU/#ZH#ZHUH#DOVR#ORRNLQJ#IRU#HYLGHQFH#WKDW#VWDII#
NQHZ#WKH#W\SHV#RI#VHUYLFH#WR#SURYLGH1#:H#GHWHUPLQHG#WKDW#$JHQF\#VWDII#
DUH#ZHOO#DZDUH#RI#WKH#RYHUDOO#UHVSRQVLELOLW\#WR#SURYLGH#VHUYLFHV#IRU#
JRYHUQPHQW#YHKLFOHV1#7KHUH#DUH#FOHDUO\#HVWDEOLVKHG#VHUYLFHV#WR#EH#
SURYLGHG1#([DPSOHV#RI#WKHVH#DUH#PRWRU#YHKLFOH#LQVSHFWLRQV#DQG#
SUHYHQWDWLYH#PDLQWHQDQFH#SURJUDPV1#

6WDIILQJ#OHYHOV <15< 3URYLGLQJ#WKH#GHVLUHG#OHYHO#RI#FOLHQW#VHUYLFH#IRU#VHUYLFLQJ#
JRYHUQPHQW#YHKLFOHV#ZRXOG#QHFHVVLWDWH#DVVLJQLQJ#DQ#DGHTXDWH#QXPEHU#RI#
DSSURSULDWHO\#TXDOLILHG#VWDII#WR#GR#WKH#MRE1#

<163 ,Q#WKH#VKRSV#ZH#YLVLWHG/#DOO#PHFKDQLFDO#VWDII#KDG#HLWKHU#DQ#
$XWRPRWLYH#6HUYLFH#7HFKQLFLDQ#OLFHQVH#RU#D#7UXFN#DQG#7UDLOHU#
7HFKQLFLDQ#OLFHQVH/#GHSHQGLQJ#RQ#ZKDW#W\SHV#RI#YHKLFOHV#WKH\#ZRUNHG#
RQ1#

<164 %HJLQQLQJ#LQ#4<;</#9HKLFOH#0DQDJHPHQW#VWDUWHG#WR#ORRN#DW#
VWDIILQJ#OHYHOV#UHTXLUHG#WR#FRPSOHWH#WKH#YDULRXV#ZRUN#DFWLYLWLHV#LQ#HDFK#RI#
WKH#VKRSV1#,Q#4<<3#LW#PDGH#LWV#ILUVW#DWWHPSW#DW#HVWDEOLVKLQJ#D#PDWKHPDWLFDO#
PRGHO#WR#SUHGLFW#WKH#RSWLPXP#VWDIILQJ#UHTXLUHPHQW#IRU#HDFK#VKRS1#
)XUWKHU#UHILQHPHQWV#ZHUH#PDGH#WR#WKH#4<<3#DVVXPSWLRQV#DQG#VWDIILQJ#
VWXGLHV#ZHUH#DJDLQ#FRPSOHWHG#LQ#4<<6/#4<<9#DQG#53331#

<165 0RVW#UHFHQWO\/#VWDIILQJ#VWXGLHV#KDYH#EHHQ#EDVHG#RQ#RQH#RI#WZR#
PHWKRGV1#)LUVW/#WKH#9HKLFOH#(TXLYDOHQW#PHWKRG#ZKHUH#RQH#YHKLFOH#
HTXLYDOHQW#HTXDOV#WKH#DPRXQW#RI#PDLQWHQDQFH#HIIRUW#UHTXLUHG#WR#SURSHUO\#
PDLQWDLQ#RQH#DYHUDJH#IOHHW#VHGDQ#IRU#RQH#\HDU1#6HFRQG/#WKH#$VVHW#WR#
0HFKDQLF#UDWLR#LV#WKH#QXPEHU#RI#DVVHWV#WKDW#FDQ#EH#VHUYLFHG#E\#RQH#
PHFKDQLF1#7KHUH#DSSHDUV#WR#EH#OLWWOH#RU#QR#GLIIHUHQFH#LQ#RXWFRPH#XVLQJ#
HLWKHU#RI#WKHVH#PHWKRGV1#

<166 7R#GHWHUPLQH#VWDIILQJ#OHYHOV/#WKH#$JHQF\#LV#DVVXPLQJ#WKDW#
PHFKDQLFV#DUH#SDLG#IRU#5/3;3#KRXUV#D#\HDU1#)XUWKHU/#WKH\#DUH#XVLQJ#:8(#
DV#WKH#SHUFHQWDJH#RI#FKDUJHDEOH#WLPH#RU#WLPH#FKDUJHG#DJDLQVW#D#ZRUN#
RUGHU1#,Q#DFWXDOLW\/#PHFKDQLFDO#VWDII#RQO\#DFKLHYH#DSSUR[LPDWHO\#9:(#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4:<



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
FKDUJHDEOH#WLPH1#8VLQJ#:8(#DV#D#IDFWRU#IRU#GHWHUPLQLQJ#WKH#UHTXLUHG#
FRPSOHPHQW#RI#ZRUN#SURYLGHV#IRU#DQ#LQFUHDVH#LQ#HIILFLHQF\#DQG#
HIIHFWLYHQHVV1#

<167 :KLOH#VWDIILQJ#VWXGLHV#KDYH#EHHQ#FRPSOHWHG#IRU#PHFKDQLFDO#DQG#
RWKHU#VKRS#VWDII/#WKHUH#KDYH#EHHQ#QRQH#IRU#KHDG#RIILFH#VWDII/#GHVSLWH#WKH#
IDFW#WKDW#WKH#5333#6WDIILQJ#6WXG\#QRWHG#WKDW#WKLV#ZDV#JRLQJ#WR#EH#GRQH1

5HFRPPHQGDWLRQ <168 :H#UHFRPPHQGHG#WKH#$JHQF\#FRPSOHWH#D#VWDIILQJ#VWXG\#RI#
KHDG#RIILFH#WR#HQVXUH#DGHTXDWH#VHUYLFHV#DUH#EHLQJ#SURYLGHG#LQ#WKH#
PRVW#HFRQRPLFDO#IDVKLRQ1

'HSDUWPHQWDO#UHVSRQVH <169 90$#>9HKLFOH#0DQDJHPHQW#$JHQF\@#KDV#WDNHQ#DQ#DOWHUQDWH#
DSSURDFK#WR#HYDOXDWLQJ#VWDII#UHTXLUHG#WR#PHHW#WKH#FKDQJLQJ#QHHGV#RI#WKH#
$JHQF\1#7KHVH#QHHGV#DUH#DVVHVVHG#RQ#DQ#RQJRLQJ#EDVLV#E\#WKH#VHQLRU#
PDQDJHUV#RI#90$#LQ#FRQMXQFWLRQ#ZLWK#LQLWLDWLYHV#WKDW#DUH#EHLQJ#DSSURYHG#
LQ#WKH#%XVLQHVV#3ODQ#VXEPLWWHG#WR#JRYHUQPHQW#RQ#DQ#DQQXDO#EDVLV1#

2YHUWLPH <16: :H#H[DPLQHG#DQ#RYHUWLPH#UHSRUW#IRU#DOO#VKRSV1#:H#QRWHG#
LQVWDQFHV#ZKHUH#RYHUWLPH#ZDV#DV#KLJK#DV#6/9<7#KRXUV#LQ#RQH#VKRS#
+VHUYLFLQJ#DOO#YHKLFOH#W\SHV,#LQ#D#JLYHQ#\HDU1#7KLV#UHIOHFWV#RYHUWLPH#
DFFXPXODWHG#E\#58#HPSOR\HHV#LQ#RQH#RI#WKH#PDMRU#UHSDLU#VKRSV#LQ#WKH#
3URYLQFH1#%HFDXVH#RYHUWLPH#LV#SDLG#RU#WDNHQ#DV#WLPH#RII#DW#WLPH#DQG#D#
KDOI/#WKH#´WUXHµ#RYHUWLPH#FRVW#LV#8/874#KRXUV1#:LWK#WKH#DERYH#VWDWHG#
DVVXPSWLRQ#WKDW#D#PHFKDQLF#LV#SDLG#IRU#ZRUNLQJ#5/3;3#KRXUV#D#\HDU/#WKLV#
HTXDWHV#WR#51:#SRVLWLRQV1#:H#ZHUH#QRW#DEOH#WR#REWDLQ#GRFXPHQWDWLRQ#
UHJDUGLQJ#WKH#HFRQRPLF#DGYDQWDJH#RU#QHFHVVLW\#RI#SD\LQJ#RYHUWLPH#
YHUVXV#DGGLQJ#WR#WKH#FXUUHQW#VWDII#FRPSOHPHQW1#

5HFRPPHQGDWLRQ <16; :H#UHFRPPHQGHG#WKH#$JHQF\#DQDO\]H#WKH#HFRQRPLFV#RI#XVLQJ#
RYHUWLPH#DV#D#PHDQV#RI#VXSSOHPHQWLQJ#VWDII#UHTXLUHPHQWV1

'HSDUWPHQWDO#UHVSRQVH <16< 90$#GRHV#QRW#VWDII#IRU#SHDN#ZRUNORDGV#DQG#WKXV#RYHUWLPH#FDQ#EH#
H[SHFWHG#LQ#PRVW#VKRSV1#,W#LV#WKH#UHVSRQVLELOLW\#RI#VKRS#PDQDJHUV#WR#
DVVHVV#WKH#UHTXLUHPHQWV#IRU#RYHUWLPH#DQG#LQLWLDWH#DFFRUGLQJO\1#90$#
DJUHHV#WKDW#IXUWKHU#VWXG\#RQ#WKH#XVH#RI#RYHUWLPH#ZLWKLQ#LWV#RSHUDWLRQV#PD\#
EH#UHTXLUHG1#

#&DVXDO#VWDII <173 )RU#WKH#\HDU#533405335/#FDVXDO#ODERXU#DFFRXQWHG#IRU#
DSSUR[LPDWHO\#:(#RI#WKH#$JHQF\·V#WRWDO#LQWHUQDO#ODERXU#FRVWV1#7KH#
$JHQF\·V#4<<<#%XVLQHVV#3ODQ#VWDWHV=

7KH#$JHQF\#ZLOO#VWXG\#WKH#XVH#RI#FDVXDO#VWDIILQJ#GXULQJ#4<<<0
53331#7KLV#VWXG\#ZLOO#LGHQWLI\#WKH#QXPEHU#RI#GD\V#RI#FDVXDO#VWDII#
FXUUHQWO\#EHLQJ#XWLOL]HG/#VWXG\#WKH#LPSDFW#RI#XVLQJ#DOWHUQDWH#
VHUYLFH#GHOLYHU\#DQG#PDNH#UHFRPPHQGDWLRQV#IRU#WKH#IXWXUH#XVH#
RI#FDVXDO#KHOS#LQ#WKH#VKRSV1
4;3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
<174 'XULQJ#RXU#DXGLW/#ZH#GHWHUPLQHG#WKDW#WKLV#FDVXDO#VWDIILQJ#VWXG\#
ZDV#QRW#GRQH1#1R#H[SODQDWLRQ#ZDV#SURYLGHG#DV#WR#ZKHQ/#RU#LI/#LW#ZRXOG#
EH#GRQH1#

5HFRPPHQGDWLRQ <175 :H#UHFRPPHQGHG#WKH#$JHQF\#FRPSOHWH#WKH#FDVXDO#VWDIILQJ#
VWXG\#DV#GHVFULEHG#LQ#WKH#4<<<#%XVLQHVV#3ODQ1#3DUW#RI#WKLV#VWXG\#
VKRXOG#DQDO\]H#WKH#FRVW#HIIHFWLYHQHVV#RI#XVLQJ#FDVXDO#VWDII1#

'HSDUWPHQWDO#UHVSRQVH <176 90$#ZLOO#EH#WDNLQJ#VWHSV#WR#FRPSOHWH#WKLV#VWXG\1

6XSHUYLVRU\#UROHV <177 7KHUH#DUH#VL[#GLVWULFWV#LQ#WKH#3URYLQFH1#(DFK#RQH#RI#WKHVH#
GLVWULFWV#LV#DVVLJQHG#D#VKRS#VXSHULQWHQGHQW#ZKR#LV#UHVSRQVLEOH#IRU#WKH#
RYHUDOO#RSHUDWLRQV#RI#DOO#VKRSV#ZLWKLQ#WKDW#GLVWULFW1#:H#GHWHUPLQHG#WKDW#
WKHUH#DUH#YDVW#GLIIHUHQFHV#LQ#WKH#QXPEHU#RI#VKRSV#WKDW#D#VXSHUYLVRU#PLJKW#
EH#UHVSRQVLEOH#IRU1#2QH#GLVWULFW/#IRU#LQVWDQFH/#KDV#RQO\#RQH#VKRS#ZKLOH#
DQRWKHU#KDV#HLJKW1#:H#TXHVWLRQHG#$JHQF\#PDQDJHPHQW#RQ#ZK\#WKLV#ZDV#
WKH#FDVH#DQG#ZHUH#WROG#WKDW#WKHVH#VXSHUYLVRU\#SRVLWLRQV#ZHUH#DVVLJQHG#
EDVHG#RQ#SDVW#SUDFWLFH1#7KH\#LQIRUPHG#XV#WKH\#KDYH#ORRNHG#DW#WKH#
DSSURSULDWHQHVV#RI#WKLV#DVVLJQPHQW#RI#VXSHUYLVRU\#SRVLWLRQV#EHIRUH1#2QH#
VKRS#VXSHULQWHQGHQW#ZH#LQWHUYLHZHG#IHOW#WKHUH#ZDV#D#ELJ#GLVFUHSDQF\#LQ#
UHVSRQVLELOLWLHV#EHWZHHQ#GLVWULFWV1#:H#ZHUH#XQDEOH#WR#REWDLQ#DQ\#
GRFXPHQWDWLRQ#WKDW#ZRXOG#VXSSRUW#WKH#FXUUHQW#DVVLJQPHQW#RI#WKLV#
VXSHUYLVRU\#UROH1#

5HFRPPHQGDWLRQ <178 :H#UHFRPPHQGHG#WKH#$JHQF\#FRQWLQXH#WR#UHYLHZ#WKH#
DVVLJQPHQW#RI#VKRS#VXSHULQWHQGHQW#VWDII#WR#HQVXUH#WKH#PRVW#HTXLWDEOH#
DQG#HFRQRPLFDO#DVVLJQPHQW#RI#VXSHULQWHQGHQW#SRVLWLRQV1#

'HSDUWPHQWDO#UHVSRQVH <179 7KHUH#DUH#VL[#GLVWULFWV#LQ#WKH#SURYLQFH1#(DFK#GLVWULFW#IDOOV#XQGHU#
WKH#PDQDJHPHQW#RI#D#'LVWULFW#(QJLQHHU#ZKRVH#UHVSRQVLELOLW\#LQFOXGHV#WKH#
GD\0WR0GD\#RSHUDWLRQ#RI#WKH#VKRSV1#$FFRUGLQJO\#WKHUH#DUH#9#VKRS#
VXSHULQWHQGHQWV1#

$JLQJ#ZRUN#IRUFH <17: 7KH#$JHQF\#KDV#D#UHDO#FRQFHUQ#UHJDUGLQJ#DQ#DJLQJ#ZRUN#IRUFH1#
,Q#IDFW#83(#RI#WKH#PHFKDQLFDO#ZRUN#IRUFH#FRXOG#UHDFK#UHWLUHPHQW#ZLWKLQ#
WKH#QH[W#ILYH#\HDUV1#:KLOH#ZH#ZHUH#SOHDVHG#WR#QRWH#WKDW#WKHUH#KDV#EHHQ#
VRPH#LQIRUPDO#ZRUN#GRQH#WR#DGGUHVV#WKLV#FRQFHUQ/#ZH#ZRXOG#OLNH#WR#VHH#
WKH#$JHQF\#GHYHORS#D#VXFFHVVLRQ#SODQ/#LQFOXGLQJ#VWUDWHJLHV/#JRDOV#DQG#
WLPH#IUDPH#IRU#FRPSOHWLRQ1#

5HFRPPHQGDWLRQ <17; :H#UHFRPPHQGHG#WKH#$JHQF\#IRUPDOL]H#D#VXFFHVVLRQ#SODQ#WR#
DGGUHVV#WKH#SUREOHPV#DVVRFLDWHG#ZLWK#LWV#DJLQJ#ZRUN#IRUFH1#7KLV#SODQ#
VKRXOG#LQFOXGH#VWUDWHJLHV/#JRDOV#DQG#WLPH#IUDPH#IRU#FRPSOHWLRQ1

'HSDUWPHQWDO#UHVSRQVH <17< 90$#ZLOO#FRQWLQXH#WR#DGGUHVV#LVVXHV#UHJDUGLQJ#VXFFHVVLRQ#
SODQQLQJ#DQG#ZLOO#VHHN#RXW#QHZ#VWUDWHJLHV#WR#UHFUXLW#DQG#UHWDLQ#TXDOLILHG#
VWDII1
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'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
&RQFOXVLRQ <183 7KLV#FULWHULRQ#ZDV#PHW1#7KH#$JHQF\#KDV#XQGHUWDNHQ#LQLWLDWLYHV#WR#
GHWHUPLQH#WKH#DSSURSULDWH#VWDIILQJ#OHYHOV#WR#SURYLGH#VHUYLFH#IRU#
JRYHUQPHQW#RZQHG#FDUV#DQG#OLJKW#WUXFNV1#+RZHYHU/#VWDIILQJ#VWXGLHV#IRU#
KHDG#RIILFH#DQG#FDVXDO#VWDII#ZHUH#SODQQHG#EXW#QRW#FRPSOHWHG1

0DNH#RU#EX\#DQDO\VLV <184 2XU#VHFRQG#FULWHULRQ#ZDV=#

9HKLFOH#0DQDJHPHQW#VKRXOG#KDYH#VRXQG#GHFLVLRQ0PDNLQJ#
SUDFWLFHV#UHJDUGLQJ#WKH#́ PDNH#RU#EX\µ#DQDO\VLV#UHJDUGLQJ#WKH#
SURYLVLRQ#RI#UHSDLU#DQG#PDLQWHQDQFH#ZRUN#IRU#JRYHUQPHQW#
FDUV/#H[HFXWLYH#YHKLFOHV#DQG#OLJKW#WUXFNV1#

<185 ,Q#RUGHU#WR#FRQFOXGH#RQ#WKLV#FULWHULRQ/#ZH#ORRNHG#DW#WKH#IROORZLQJ#
NH\#DUHDV=

• GRHV#WKH#$JHQF\#KDYH#DQ#DFFXUDWH#FRVWLQJ#V\VWHP"#$UH#WKH#WUXH#FRVWV#
RI#UHSDLULQJ#DQG#PDLQWDLQLQJ#D#YHKLFOH#NQRZQ#DQG#DFFHVVLEOH"

• GRHV#WKH#$JHQF\#UHJXODUO\#FRPSDUH#FRVWV#RI#GRLQJ#ZRUN#LQ#KRXVH#
YHUVXV#H[WHUQDOO\#DQG#GR#VWDII#PDNH#GHFLVLRQV#DV#D#UHVXOW#RI#VXFK#
FRPSDULVRQV"

• DUH#DSSURSULDWH#SURFHVVHV#LQ#SODFH#WR#DSSURYH#RXWVRXUFLQJ"

• DUH#DGHTXDWH#V\VWHPV#LQ#SODFH#WR#HQVXUH#WKH#EHVW#YHQGRU#+EHVW#VHUYLFH#
SURYLGHU#ZLWK#ORZHVW#FRVW#WR#JRYHUQPHQW,#LV#WKH#SUHIHUUHG#RXWVLGH#
VHUYLFH#SURYLGHU"

• LV#WKHUH#DGHTXDWH#PRQLWRULQJ#RI#WKH#´PDNH#RU#EX\µ#GHFLVLRQ"#2QFH#
WKH#GHFLVLRQ#KDV#EHHQ#PDGH#GRHV#WKH#$JHQF\#DQDO\]H#WKH#HFRQRPLFV#
RI#VXFK#GHFLVLRQV"

• LV#WKHUH#DGHTXDWH#UHSRUWLQJ#RQ#UHVXOWV#IURP#´PDNH#RU#EX\µ#GHFLVLRQV"#
,V#WKH#$JHQF\#UHSRUWLQJ#WR#FOLHQW#GHSDUWPHQWV#ZKDW#WKH#OHYHOV#RI#
RXWVRXUFLQJ#DUH/#DQG#WKH#HFRQRPLFV#RI#VXFK#GHFLVLRQV"#'R#XVHUV#
NQRZ#WKH#WUXH#FRVWV#RI#WKH#VHUYLFHV#SURYLGHG#E\#WKH#$JHQF\"

$FFXUDWH#&RVWLQJ <186 ,Q#RUGHU#WR#IDFLOLWDWH#WKH#´PDNH#RU#EX\µ#GHFLVLRQ/#WKHUH#ZRXOG#
KDYH#WR#EH#DQ#DFFXUDWH#DFFXPXODWLRQ#RI#FRVWV#LQFXUUHG#WR#UHSDLU#DQG#
PDLQWDLQ#DQ\#JLYHQ#DVVHW1

<187 $#FRPSXWHUL]HG#LQIRUPDWLRQ#V\VWHP#+)06,#LV#XVHG#WR#IDFLOLWDWH#
WKH#PDQDJHPHQW#RI#JRYHUQPHQW#YHKLFOHV1#5HSDLU#DQG#PDLQWHQDQFH#FRVWV#
SHU#DVVHW#DUH#UHFRUGHG#LQ#)061#7KXV/#IRU#DQ\#JLYHQ#DVVHW#\RX#FDQ#HDVLO\#
TXHU\#ERWK#WKH#LQWHUQDO#DQG#H[WHUQDO#UHSDLU#FRVWV#IRU#DQ\#JLYHQ#\HDU1#,Q#
WXUQ/#WKH#$JHQF\#XVHV#WKHVH#DFFXPXODWHG#FRVWV#WR#ELOO#FOLHQW#GHSDUWPHQWV1#
:H#QRWHG#GXULQJ#RXU#DXGLW#WKDW#DFFXPXODWHG#FRVWLQJ#LQIRUPDWLRQ#LQ#)06#
LV#VRPHWLPHV#LQDFFXUDWH/#LQFRPSOHWH#DQG#XQUHOLDEOH1#,Q#VRPH#FDVHV/#
DPRXQWV#DUH#JHWWLQJ#HQWHUHG#LQWR#)06#WZLFH/#RU#FKDUJHG#DJDLQVW#WKH#
ZURQJ#DVVHW/#RU#QRW#FKDUJHG#DW#DOO1#
4;5 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
<188 :H#DWWHPSWHG#WR#GHWHUPLQH#ZKDW#V\VWHP#FRQWUROV#ZHUH#LQ#SODFH#
WKDW#ZRXOG#HQVXUH#DFFXUDWH#FRVWLQJ1#%HFDXVH#ERWK#LQWHUQDO#ODERXU#FRVWV#
DQG#H[WHUQDO#YHQGRU#FRVWV#DUH#UHFRUGHG#LQ#)06#DQG#WKH#JRYHUQPHQW·V#
2UDFOH#)LQDQFLDO#,QIRUPDWLRQ#6\VWHP#+2),6,/#ZH#DWWHPSWHG#WR#UHFRQFLOH#
WKH#WZR#V\VWHPV1#:H#ZHUH#XQDEOH#WR#GR#VR1#)RU#WKH#ODVW#QLQH#PRQWKV#LQ#
5334/#LQWHUQDO#ODERXU#FRVWV#+IRU#DOO#W\SHV#RI#YHKLFOHV,#ZHUH#'4;</676#
KLJKHU#LQ#)06#WKDQ#2),61#)RU#WKH#VDPH#WLPH#SHULRG/#H[WHUQDO#UHSDLU#
FRVWV#+IRU#DOO#W\SHV#RI#YHKLFOHV,#ZHUH#'65:/:78#KLJKHU#LQ#)06#WKDQ#LQ#
2),61#:KLOH#$JHQF\#VWDII#ZHUH#DEOH#WR#UHFRQFLOH#GLIIHUHQFHV#LQ#ODERXU#
FRVWV#IRU#XV/#WKH\#ZHUH#XQDEOH#WR#UHFRQFLOH#WKH#GLIIHUHQFHV#LQ#H[WHUQDO#
UHSDLU#FRVWV1#5HFRQFLOLDWLRQV#RI#FRVWV#DFFXPXODWHG#LQ#)06#DQG#2),6#DUH#
QRW#GRQH#E\#$JHQF\#VWDII#RQ#D#UHJXODU#EDVLV1#,Q#RXU#RSLQLRQ/#WKLV#ZRXOG#
EH#D#QHFHVVDU\#WDVN#WR#HQVXUH#FRVWV#KDYH#EHHQ#DFFXUDWHO\#UHFRUGHG1#

5HFRPPHQGDWLRQ <189 :H#UHFRPPHQGHG#WKH#$JHQF\#UHFRQFLOH#UHSDLU#FRVWV#UHFRUGHG#
LQ#)06#WR#2),6#RQ#D#UHJXODU#EDVLV1#$Q\#PDWHULDO#GLVFUHSDQFLHV#
VKRXOG#EH#LQYHVWLJDWHG1#

'HSDUWPHQWDO#UHVSRQVH <18: 90$#ZLOO#UHYLHZ#WKH#SURFHGXUHV#IRU#LQSXWWLQJ#GDWD#LQWR#WKH#WZR#
V\VWHPV#DQG#UHFRQFLOH#)06#WR#2),6#RQ#D#UHJXODU#EDVLV1#

<18; :H#FDUULHG#RXW#VRPH#WHVWLQJ#RI#WKH#UHFRUGLQJ#RI#UHSDLU#FRVWV1#,Q#
GRLQJ#VR/#ZH#QRWHG#VHYHUDO#FDVHV#ZKHUH#DVVHWV#ZHUH#HUURQHRXVO\#FKDUJHG#
PRUH#WKDQ#RQFH#IRU#WKH#VDPH#UHSDLU1#:H#GHWHUPLQHG#WKDW#ZKLOH#WKH#DFWXDO#
LQYRLFH#ZDV#QRW#SDLG#PRUH#WKDQ#RQFH/#LQ#VRPH#FDVHV#WKH#DVVHW/#DQG#KHQFH#
WKH#FOLHQW#GHSDUWPHQW/#ZDV#ELOOHG#WKH#VDPH#FKDUJH#UHSHDWHGO\1#$JHQF\#
PDQDJHPHQW#LQIRUPHG#XV#WKDW#LQ#PRVW#FDVHV#WKHVH#GXSOLFDWH#FKDUJHV#ZHUH#
ODWHU#FRUUHFWHG>#KRZHYHU/#ZH#GLG#QRWH#VRPH#WKDW#ZHUH#QRW1#

<18< 7KH#SUHYHQWLRQ#RI#GXSOLFDWLRQ#LV#LPSRUWDQW#ERWK#IURP#WKH#SRLQW#RI#
GHYHORSLQJ#DFFXUDWH#UDWH#VWUXFWXUHV#DQG#DOVR#WR#GHWHUPLQH#ZKDW#LW#FRVW#WR#
UHSDLU#DQG#PDLQWDLQ#DQ\#JLYHQ#YHKLFOH1#$#PDQDJHPHQW#LQIRUPDWLRQ#
V\VWHP#VKRXOG#JHQHUDWH#JRRG#GDWD1#7KH#)06#V\VWHP#VKRXOG#KDYH#WKH#
FDSDELOLW\#RI#GLVDOORZLQJ#GRXEOH#HQWULHV/#EXW#WKLV#LV#QRW#WKH#FDVH1#)XUWKHU/#
$JHQF\#VWDII#GR#QRW#UHJXODUO\#TXHU\#GRXEOH#HQWULHV#LQ#)06#WR#HQVXUH#WKDW#
FRVWV#DUH#QRW#EHLQJ#DFFXPXODWHG#DJDLQVW#DQ#DVVHW#PRUH#WKDQ#RQFH#IRU#WKH#
VDPH#LQYRLFH1#

<193 :KHQ#UHSDLU#ZRUN#QHHGV#WR#EH#GRQH#RQ#D#YHKLFOH#WKDW#LV#VWLOO#
FRYHUHG#XQGHU#WKH#ZDUUDQW\#SHULRG/#90$#VWDII#WU\#WR#VHQG#WKH#YHKLFOH#
EDFN#WR#WKH#RULJLQDO#GHDOHU#WR#GR#WKH#ZRUN1#+RZHYHU/#LQ#VRPH#FDVHV/#
ZDUUDQW\#ZRUN#LV#SHUIRUPHG#DW#JRYHUQPHQW#UHSDLU#VKRSV1#:KHQ#ZDUUDQW\#
ZRUN#LV#FRPSOHWHG#E\#LQ0KRXVH#VWDII/#FKDUJHV#IRU#WKLV#ZRUN#DUH#UHFRUGHG#
LQ#)06#DQG#FKDUJHG#DJDLQVW#WKH#DVVHW#LQ#TXHVWLRQ1#90$#WKHQ#LQYRLFHV#
WKH#RULJLQDO#GHDOHU#IRU#UHLPEXUVHPHQW#RI#FRVWV#LQFXUUHG1#'XULQJ#RXU#DXGLW#
ZH#QRWHG#LQVWDQFHV#ZKHUH#ZDUUDQW\#FUHGLWV#+GROODUV#UHLPEXUVHG#IRU#LWHPV#
FRYHUHG#XQGHU#ZDUUDQW\,#ZHUH#QRW#FUHGLWHG#DJDLQVW#DQ#DVVHW#RU#ZHUH#
FUHGLWHG#WR#WKH#ZURQJ#DVVHW1#:H#DOVR#QRWHG#LQVWDQFHV#ZKHUH#ZDUUDQW\#
FUHGLWV#ZHUH#LQGHHG#FUHGLWHG#WR#DQ#DVVHW/#EXW#WKHUH#ZDV#QR#LQLWLDO#FKDUJH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4;6



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
QRWHG#WR#RIIVHW#WKH#FUHGLW1#:H#FRXOG#RQO\#DVVXPH#HLWKHU#WKH#LQLWLDO#FKDUJH#
KDG#QRW#EHHQ#UHFRUGHG#RU#WKH#ZDUUDQW\#FUHGLW#ZDV#FUHGLWHG#DJDLQVW#WKH#
ZURQJ#DVVHW1#

<194 :H#IXUWKHU#QRWHG#LQVWDQFHV#ZKHUH#DVVHWV#ZHUH#FKDUJHG#
HUURQHRXVO\#IRU#ZRUN#WKDW#ZDV#QHYHU#SHUIRUPHG#RQ#WKDW#DVVHW1#:KLOH#
DXGLWLQJ#)06/#ZH#QRWHG#WKDW#D#PLQL#YDQ#LQ#D#GHSDUWPHQW#ZDV#FKDUJHG#
'5;/333#IRU#D#SORZ#KDUQHVV#DQG#IHQGHUV1#7KH#PLQL#YDQ#REYLRXVO\#KDG#
QHYHU#UHFHLYHG#DQ\#VXFK#SDUWV1#7KH#$JHQF\#LQIRUPHG#XV#WKH\#SRVWHG#
WKHVH#DPRXQWV#WR#WKH#PLQL#YDQ#GXULQJ#D#WHVWLQJ#SKDVH#RI#WKHLU#)06#
V\VWHP/#ZLWK#WKH#LQWHQWLRQ#RI#UHYHUVLQJ#WKHP#DW#D#ODWHU#GDWH1#7KH#FKDUJHV#
ZHUH#QHYHU#UHYHUVHG/#QRU#ZHUH#WKH\#GHWHFWHG#E\#WKH#$JHQF\1#7KHUH#DUH#
FXUUHQWO\#QR#V\VWHPV#LQ#SODFH#WR#GHWHFW#ODUJH#DQG#XQXVXDO#FKDUJHV#VXFK#DV#
WKLV#PDGH#DJDLQVW#DQ#DVVHW1#$W#WKH#WLPH#RI#RXU#DXGLW/#RSHUDWLQJ#FRVW#
UHSRUWV#ZHUH#QRW#EHLQJ#JHQHUDWHG#DQG#UHYLHZHG#RQ#D#UHJXODU#EDVLV1#,I#
VXFK#UHSRUWV#ZHUH#UHYLHZHG#UHJXODUO\/#ODUJH#DPRXQWV#FKDUJHG#LQ#HUURU#
ZRXOG#OLNHO\#FRPH#WR#WKH#DWWHQWLRQ#RI#$JHQF\#VWDII1#

<195 ,Q#DGGLWLRQ#WR#DXGLWLQJ#DFFXPXODWHG#FRVWV#UHFRUGHG#LQ#)06/#ZH#
H[DPLQHG#KDUG#FRS\#LQYRLFHV#WKDW#ZHUH#NHSW#LQ#DVVHW#ILOHV#DW#RQH#UHSDLU#
VKRS#IDFLOLW\1#,Q#GRLQJ#VR/#ZH#QRWHG#WKDW#LQ#VHYHUDO#FDVHV#+67#KDG#EHHQ#
FKDUJHG#WR#DQ#DVVHW#ZKHQ#FRVWV#ZHUH#UHFRUGHG#LQ#)061#%HFDXVH#
JRYHUQPHQW#GRHV#QRW#SD\#+67/#WKLV#ZRXOG#EH#DQ#RYHUVWDWHPHQW#RI#
YHKLFOH#UHSDLU#FRVWV#DQG#ZRXOG#EH#UHIOHFWHG#LQ#FKDUJH0EDFN#UDWHV#WR#FOLHQW#
GHSDUWPHQWV1#

5HFRPPHQGDWLRQV <196 :H#UHFRPPHQGHG#WKH#$JHQF\#UHYLHZ#WKH#FRVW2EHQHILW#RI#
KDYLQJ#DQ#DFFXUDWH#FRVWLQJ#V\VWHP#WKDW#UHIOHFWV#WKH#WUXH#FRVW#RI#
UHSDLULQJ#DQG#PDLQWDLQLQJ#D#YHKLFOH1#7KLV#ZRXOG#LQFOXGH#HQVXULQJ#WKH#
IROORZLQJ=

• DVVHWV#DUH#RQO\#FKDUJHG#RQFH#IRU#UHSDLU#FRVWV>

• ZDUUDQW\#FKDUJHV#DUH#GHELWHG#DQG#ZDUUDQW\#FUHGLWV#DUH#FUHGLWHG#
WR#WKH#SURSHU#DVVHW>#DQG#

• +67#LV#QRW#FKDUJHG#WR#DQ#DVVHW1

<197 :H#UHFRPPHQGHG#WKH#$JHQF\#KDYH#V\VWHPV#LQ#SODFH#WR#GHWHFW#
ODUJH#DQG#XQXVXDO#FKDUJHV#PDGH#DJDLQVW#DQ#DVVHW1#

'HSDUWPHQWDO#UHVSRQVH <198 90$#FRQWHQGV#WKDW#)06#LV#DQ#DFFXUDWH#LQIRUPDWLRQ#V\VWHP#ZKLFK#
JHQHUDOO\#UHIOHFWV#WKH#WUXH#FRVW#RI#UHSDLULQJ#DQG#PDLQWDLQLQJ#YHKLFOHV1#
:KLOH#LW#LV#XQUHDVRQDEOH#WR#EHOLHYH#WKDW#VXFK#D#ODUJH#LQIRUPDWLRQ#V\VWHP/#
ZKLFK#UHOLHV#RQ#WKH#PDQXDO#LQSXW#RI#GDWD/#ZLOO#QHYHU#KDYH#HUURU/#90$#
ZLOO#FRQWLQXH#WR#ZRUN#WR#HQVXUH#WKDW#RSSRUWXQLWLHV#IRU#HUURU#DUH#
PLQLPL]HG1#

&RVW#FRPSDULVRQ#RI#LQWHUQDO#
YHUVXV#H[WHUQDO#ZRUN

<199 *RYHUQPHQW#KDV#PDQGDWHG#WKH#$JHQF\#WR#SURYLGH#VHUYLFHV#IRU#
JRYHUQPHQW#YHKLFOHV1#+RZHYHU/#WKH#$JHQF\#KDV#LQWHUSUHWHG#WKLV#
UHVSRQVLELOLW\#WR#PHDQ#LW#KDV#WKH#FKRLFH#WR#SURYLGH#WKH#VHUYLFHV#LQ#KRXVH#
4;7 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
RU#H[WHUQDOO\#DQG#UH0ELOO#FOLHQW#GHSDUWPHQWV#DFFRUGLQJO\1#8QGHU#WKH#
FXUUHQW#V\VWHP/#WKH#$JHQF\#VFKHGXOHV#DQG#FR0RUGLQDWHV#DOO#UHSDLUV#DQG#
PDLQWHQDQFH/#ZKHWKHU#WKH\#DUH#GRQH#LQWHUQDOO\#RU#H[WHUQDOO\1#

<19: %HFDXVH#WKH#$JHQF\#KDV#WKH#FKRLFH#RI#ZKHWKHU#WR#SURYLGH#WKH#
VHUYLFH#RU#VHQG#WKH#ZRUN#WR#DQ#H[WHUQDO#YHQGRU/#ZH#ZRXOG#H[SHFW#WKDW#
WKHUH#ZRXOG#EH#V\VWHPV#LQ#SODFH#WR#HQVXUH#DGHTXDWH#FRVWLQJ#RI#ERWK#
DOWHUQDWLYHV1#)XUWKHU/#ZH#ZRXOG#H[SHFW#WKDW#WKH#EHVW#DOWHUQDWLYH#+EHVW#
VHUYLFH#ZLWK#ORZHVW#FRVW#WR#JRYHUQPHQW,#ZRXOG#EH#VHOHFWHG1#

<19; 2XU#DXGLWLQJ#UHYHDOHG#WKDW#LQ#VRPH#FDVHV#$JHQF\#VWDII#DUH#
PDNLQJ#WKH#GHFLVLRQ#WR#GR#UHSDLU#DQG#PDLQWHQDQFH#ZRUN#LQWHUQDOO\#RU#
H[WHUQDOO\#EDVHG#RQ#SDVW#SUDFWLFH/#WLPLQJ#IRU#FOLHQW/#DQG#LQ#VRPH#FDVHV#
DYDLODELOLW\#DQG#H[SHUWLVH#RI#LQ0KRXVH#VWDII1#,Q#PDQ\#FDVHV#WKH#GHFLVLRQ#WR#
KDYH#WKH#ZRUN#GRQH#H[WHUQDOO\#ZDV#GXH#WR#VFKHGXOLQJ#SUREOHPV/#ZKHUH#D#
FOLHQW#QHHGHG#D#YHKLFOH#UHSDLUHG#DQG#LW#FRXOGQ·W#EH#ILWWHG#LQWR#WKH#UHSDLU#
VKRS#VFKHGXOH1#2XU#LQWHUYLHZV#ZLWK#$JHQF\#VWDII#UHYHDOHG#WKDW#WKH\#DUH#
QRW#FRPSDULQJ#FRVWV#RI#SURYLGLQJ#VHUYLFHV#LQWHUQDOO\#WR#WKRVH#SURYLGHG#E\#
H[WHUQDO#YHQGRUV1#:H#ZHUH#XQDEOH#WR#GHWHUPLQH#LI#WKHVH#GHFLVLRQV#WR#VHQG#
WKH#ZRUN#WR#H[WHUQDO#YHQGRUV#ZHUH#QHFHVVDULO\#WKH#PRVW#HFRQRPLFDO#WR#
JRYHUQPHQW1#

5HFRPPHQGDWLRQV <19< :H#UHFRPPHQGHG#WKH#$JHQF\#FRQGXFW#D#UHYLHZ#WR#FRPSDUH#
SULFLQJ#RI#FRPSDUDEOH#UHSDLU#DQG#PDLQWHQDQFH#VHUYLFHV#RIIHUHG#E\#
WKH#SULYDWH#VHFWRU1#

<1:3 :H#UHFRPPHQGHG#WKDW#WKH#UHVXOWV#RI#WKH#FRPSDUDEOH#SULFLQJ#
UHYLHZ#EH#XVHG#WR#GHWHUPLQH#WKH#PRVW#HFRQRPLFDO#PHDQV#RI#SURYLGLQJ#
UHSDLU#DQG#PDLQWHQDQFH#VHUYLFHV#WR#JRYHUQPHQW0RZQHG#YHKLFOHV1

'HSDUWPHQWDO#UHVSRQVH <1:4 90$#ZLOO#UHYLHZ#RSSRUWXQLWLHV#ZKHUH#FRPSDUDEOH#SULFLQJ#FDQ#EH#
UHDVRQDEO\#LPSOHPHQWHG#DV#D#PHDQV#RI#JXLGLQJ#VKRS#DFWLYLWLHV1#,Q#VWDWLQJ#
WKLV/#90$#UHPDLQV#FRJQL]DQW#RI#WKH#IDFW#WKDW#WKHUH#DUH#PDQ\#YDULDEOHV#
LQFOXGLQJ#TXDOLW\/#H[SHUWLVH#DQG#WLPH#WKDW#LQIOXHQFH#WKH#RYHUDOO#UHSDLU#
GHFLVLRQ1

$SSURYDO#3URFHVV <1:5 *LYHQ#WKH#RSWLRQV#WR#SURYLGH#UHSDLU#DQG#PDLQWHQDQFH#VHUYLFHV#
LQWHUQDOO\#RU#H[WHUQDOO\/#ZH#ZRXOG#DQWLFLSDWH#WKDW#WKHUH#ZRXOG#EH#VRPH#
VRUW#RI#DQ#DSSURYDO#V\VWHP#LQ#SODFH1#$JHQF\#VWDII#LQIRUPHG#XV#WKDW#WKH#
GHFLVLRQ#WR#SHUIRUP#WKH#ZRUN#LQWHUQDOO\#RU#H[WHUQDOO\#LV#PDGH#E\#WKH#
VKRS#VXSHUYLVRU1#:H#IRXQG#WKLV#WR#EH#WKH#FDVH#LQ#WKH#WZR#PDMRU#UHSDLU#
VKRSV#ZH#YLVLWHG1#

<1:6 $V#SHU#WKH#$JHQF\·V#GULYHU#KDQGERRN/#DOO#UHTXHVWV#IRU#VHUYLFH#
DUH#WR#JR#WKURXJK#WKH#$JHQF\#UHJDUGOHVV#RI#ZKHUH#WKH#VHUYLFLQJ#LV#JRLQJ#
WR#EH#GRQH#+LQWHUQDOO\#RU#H[WHUQDOO\,1#+RZHYHU/#VKRS#VWDII#LQ#WZR#PDMRU#
VKRSV#LQ#WKH#3URYLQFH#LQIRUPHG#XV#WKDW#H[HFXWLYH#XVHUV#VRPHWLPHV#KDYH#D#
SUHIHUHQFH#IRU#H[WHUQDO#YHQGRU#ZRUN1#,Q#VRPH#FDVHV#WKLV#LV#GXH#WR#WKH#IDFW#
WKDW#PDQ\#H[HFXWLYHV#GULYH#PRUH#VSHFLDOW\#YHKLFOHV#DQG#OLNH#WR#WDNH#WKHP#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4;8



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
WR#WKH#RULJLQDO#GHDOHU1#,Q#VRPH#FDVHV#WKH\#GR#QRW#EULQJ#WKHLU#YHKLFOHV#LQWR#
WKH#JRYHUQPHQW#UHSDLU#IDFLOLWLHV#IRU#UHSDLUV#DQG#PDLQWHQDQFH#ZRUN#DQG#
SHUPLVVLRQ#LV#VRPHWLPHV#QRW#REWDLQHG#IURP#VXSHUYLVRUV#XQWLO#DIWHU#WKH#
VHUYLFLQJ#KDV#EHHQ#GRQH#E\#DQ#H[WHUQDO#YHQGRU1#,Q#RXU#RZQ#DQDO\VLV#RI#
H[SHQGLWXUHV/#ZH#GHWHUPLQHG#WKDW#DYHUDJH#H[WHUQDO#YHQGRU#H[SHQGLWXUHV#
IRU#H[HFXWLYH#YHKLFOHV#ZHUH#4:(#KLJKHU#WKDQ#IRU#UHJXODU#FOLHQW#
GHSDUWPHQWDO#XVHUV1#+RZHYHU/#DYHUDJH#H[WHUQDO#YHQGRU#H[SHQGLWXUHV#IRU#
RQH#SDUWLFXODU#JURXS#RI#H[HFXWLYH#GULYHUV#ZHUH#97(#KLJKHU#WKDQ#RWKHU#
FOLHQW#GHSDUWPHQWDO#XVHUV1#$JHQF\#PDQDJHPHQW#LQIRUPHG#XV#WKDW#WKLV#
FRXOG#EH#GXH#LQ#SDUW#WR#WKH#IDFW#WKDW#H[HFXWLYH#GULYHUV#RIWHQ#GULYH#PRUH#
VSHFLDOL]HG#YHKLFOHV#WKDW#PD\#UHTXLUH#GLIIHUHQW#VHUYLFLQJ1#:KLOH#ZH#GR#
QRW#GLVSXWH#WKLV#IDFW/#ZH#GLG#QRWH#PDQ\#LQVWDQFHV#ZKHUH#URXWLQH#UHSDLU#
DQG#PDLQWHQDQFH#ZRUN#VXFK#DV#RLO#FKDQJHV#ZHUH#EHLQJ#GRQH#E\#H[WHUQDO#
YHQGRUV1#

5HFRPPHQGDWLRQ <1:7 :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#WKDW#H[HFXWLYH#XVHUV#DUH#
DZDUH#RI#WKH#SROLF\#UHJDUGLQJ#VHUYLFH#SURYLVLRQ1

'HSDUWPHQWDO#UHVSRQVH <1:8 90$#DJUHHV#ZLWK#WKH#UHFRPPHQGDWLRQ#DQG#ZLOO#HQVXUH#WKDW#WKH#
H[HFXWLYH#XVHUV#DUH#DZDUH#RI#WKH#SROLF\#UHJDUGLQJ#VHUYLFH#SURYLVLRQ1

'HWHUPLQLQJ#WKH#EHVW#VHUYLFH#
SURYLGHU

<1:9 *LYHQ#WKH#IUHTXHQF\#RI#RXWVRXUFLQJ#UHSDLU#DQG#PDLQWHQDQFH#ZRUN#
RQ#FDUV/#H[HFXWLYH#YHKLFOHV#DQG#OLJKW#WUXFNV/#ZH#H[SHFWHG#WKH#$JHQF\#WR#
KDYH#V\VWHPV#DQG#SUDFWLFHV#LQ#SODFH#WKDW#ZRXOG#HQVXUH#WKH#EHVW#YHQGRU#
ZRXOG#EH#XVHG#IRU#WKH#SURYLVLRQ#RI#VXFK#VHUYLFHV1#+RZHYHU/#ZKHQ#ZH#
H[DPLQHG#SURFHVVHV#LQ#SODFH#DW#WKH#$JHQF\#WR#GHWHUPLQH#ZKR#ZDV#JRLQJ#
WR#SURYLGH#VHUYLFHV#H[WHUQDOO\/#ZH#GHWHUPLQHG#WKDW#WKLV#ZDV#QRW#DOZD\V#
WKH#FDVH1#

<1:: :KLOH#WKHUH#DUH#VWDQGLQJ#DJUHHPHQWV#ZLWK#YDULRXV#YHQGRUV#WKDW#
VXSSRUW#WKH#PDMRU#VKRS#LQ#)UHGHULFWRQ/#WKHUH#DUH#QR#VWDQGLQJ#DJUHHPHQWV#
IRU#RWKHU#ODUJHU#FHQWUHV#VXFK#DV#0RQFWRQ#RU#6DLQW -RKQ1#7KHVH#
DJUHHPHQWV#DUH#ELG#RQ#DQ#DQQXDO#EDVLV#+RU#ORQJHU#LQ#VRPH#FDVHV,1#)RU#
LQVWDQFH#WKHUH#DUH#VWDQGLQJ#DJUHHPHQWV#ZLWK#H[WHUQDO#YHQGRUV#WR#SXUFKDVH#
QHZ#SDUWV/#SURYLGH#SUHYHQWDWLYH#PDLQWHQDQFH/#IRU#ZLQGVKLHOG2JODVV#
UHSDLUV/#WLUHV/#ZKHHO#EDODQFLQJ#DQG#LQ#VRPH#DUHDV#RI#WKH#3URYLQFH/#
H[KDXVW#UHSDLUV1#7KHUH#DUH#XVXDOO\#VHYHUDO#YHQGRU#FRQWUDFWV#DYDLODEOH#WR#
SURYLGH#WKH#DERYH#VHUYLFHV1#&RVWV#VSHFLILHG#LQ#WKH#FRQWUDFWV#IRU#VHUYLFHV#
DUH#XVXDOO\#VSHFLILF#+L1H1#DQ#HVWDEOLVKHG#KRXUO\#GLVFRXQWHG#VKRS#UDWH#IRU#
ODERXU#DQG#D#GLVFRXQW#VWUXFWXUH#IRU#SDUWV,1#:KLOH#WKH#GLVFRXQWV#YDU\/#
EHFDXVH#WKH#YHQGRUV#DUH#RQ#WKH#VWDQGLQJ#RIIHU#OLVW/#$JHQF\#VWDII#PD\#
FKRRVH#IURP#DQ\#QXPEHU#RI#WKHVH#YHQGRUV1#'XULQJ#RXU#DXGLW/#ZH#GLG#QRW#
QRWH#DQ\#LQVWDQFHV#ZKHUH#VHUYLFHV#WKDW#ZHUH#WHQGHUHG#ZHUH#EHLQJ#
DZDUGHG#WR#YHQGRUV#QRW#RQ#WKH#FRQWUDFW#RI#VXSSO\#OLVW1#

<1:; :KDW#ZH#GLG#QRWH/#KRZHYHU/#LV#WKDW#WKH#YHQGRUV#ZKR#ZHUH#RQ#WKH#
VXSSO\#OLVW#IRU#RQH#W\SH#RI#VHUYLFH#SURYLVLRQ#ZHUH#PRUH#OLNHO\#WR#EH#
DZDUGHG#RWKHU#W\SHV#RI#ZRUN#DV#ZHOO1#)RU#LQVWDQFH/#RQH#YHQGRU#ZDV#
DZDUGHG#WKH#FRQWUDFW#RI#VXSSO\#IRU#SUHYHQWDWLYH#PDLQWHQDQFH#IRU#OLJKW#
4;9 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
YHKLFOHV1#)RU#WKH#\HDU#5334/#WKLV#YHQGRU#SHUIRUPHG#DSSUR[LPDWHO\#
'9/333#ZRUWK#RI#SUHYHQWDWLYH#PDLQWHQDQFH#ZRUN/#DQG#D#IXUWKHU#'43/333#
LQ#ERG\ZRUN#DQG#'43/333#LQ#WUDQVPLVVLRQ#ZRUN#RQ#OLJKW#YHKLFOHV1#7KH#
WRWDO#SD\PHQWV#WR#WKLV#SDUWLFXODU#YHQGRU#LQ#WKH#\HDU#ZHUH#';3/3331#:H#
ZHUH#XQDEOH#WR#REWDLQ#DQ\#GRFXPHQWDWLRQ#WKDW#ZRXOG#VDWLVI\#XV#WKDW#WKLV#
SDUWLFXODU#YHQGRU#ZDV#SURYLGLQJ#WKH#PRVW#HFRQRPLFDO#ERG\#ZRUN#DQG#
WUDQVPLVVLRQ#VHUYLFHV#WR#JRYHUQPHQW1#

<1:< :H#IRXQG#QR#HYLGHQFH#WKDW#TXRWHV#ZHUH#EHLQJ#REWDLQHG#IRU#
VHUYLFHV#IRU#ZKLFK#WKHUH#ZHUH#QR#VWDQGLQJ#DJUHHPHQWV1#7KH#VWDII#ZH#
LQWHUYLHZHG#LQIRUPHG#XV#WKH\#JHQHUDOO\#RQO\#REWDLQ#TXRWHV#IRU#DFFLGHQW#
UHODWHG#ZRUN#DQG#ERG\#ZRUN1#%RWK#KHDG#RIILFH#PDQDJHPHQW#DQG#VKRS#
VWDII#LQIRUPHG#XV#RI#WKHLU#FOHDU#PDQGDWH#WR#´WU\#WR#VSUHDG#WKH#ZRUN#
DURXQG1µ#,Q#RXU#RSLQLRQ/#ZKLOH#WKLV#PD\#EH#DGYDQWDJHRXV#WR#YHQGRUV/#LW#
PD\#QRW#QHFHVVDULO\#EH#VR#WR#JRYHUQPHQW1#

5HFRPPHQGDWLRQ <1;3 :KHQ#WKHUH#DUH#QR#DSSOLFDEOH#VWDQGLQJ#DJUHHPHQWV/#ZH#
UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#WKDW#PRUH#WKDQ#RQH#TXRWH#LV#
REWDLQHG#IRU#VHUYLFLQJ#UHTXLUHG1#)XUWKHU/#ZH#UHFRPPHQGHG#WKH#EHVW#
YHQGRU#+EHVW#VHUYLFH#ZLWK#ORZHVW#FRVW#WR#JRYHUQPHQW,#EH#VHOHFWHG1

'HSDUWPHQWDO#UHVSRQVH <1;4 90$#ZLOO#GLUHFW#VWDII#WR#VHHN#RXW#PXOWLSOH#TXRWHV#LQ#FDVHV#ZKHUH#
UHDVRQDEOH#HVWLPDWHV#+HJ=#ERG\#ZRUN,#FDQ#EH#REWDLQHG1#+RZHYHU/#GXH#WR#
WKH#QDWXUH#RI#PHFKDQLFDO#UHSDLU/#90$#UHPDLQV#FRJQL]DQW#RI#WKH#IDFW#WKDW#
LW#LV#QRW#DOZD\V#SUDFWLFDO#RU#FRVW#HIIHFWLYH#WR#VHHN#RXW#PRUH#WKDQ#RQH#
TXRWH#+LH=#LW#LV#RIWHQ#LPSRVVLEOH#WR#REWDLQ#D#IL[HG#TXRWH#VLQFH#WKH#QDWXUH#RI#
WKH#SUREOHP#FDQQRW#EH#GHWHUPLQHG#ZLWK#D#FXUVRU\#ORRN,#DQG#WKHUHIRUH#
ZLOO#FRQWLQXH#WR#DOORZ#UHDVRQDEOH#MXGJHPHQW#LQ#WKLV#UHJDUG1

5HFRPPHQGDWLRQ <1;5 :H#UHFRPPHQGHG#WKH#$JHQF\#FRQVLGHU#XVLQJ#VWDQGLQJ#
DJUHHPHQWV#IRU#PDMRU#DUHDV#VXFK#DV#0RQFWRQ#DQG#6DLQW#-RKQ#ZKHUH#
H[WHUQDO#VHUYLFLQJ#LV#UHTXLUHG1#

'HSDUWPHQWDO#UHVSRQVH <1;6 90$#ZLOO#LPSOHPHQW#VWDQGLQJ#RIIHUV#LQ#RWKHU#DUHDV#RI#WKH#
SURYLQFH1

0RQLWRULQJ#´PDNH#RU#EX\% <1;7 ,Q#RUGHU#WR#HQVXUH#VHUYLFH#SURYLVLRQ#DW#WKH#ORZHVW#FRVW#WR#
JRYHUQPHQW/#ZH#ZRXOG#H[SHFW#WKH#$JHQF\#WR#PRQLWRU#WKH#
DSSURSULDWHQHVV#RI#GROODUV#VSHQW#RQ#LQ0KRXVH#VHUYLFH#SURYLVLRQ#YHUVXV#
H[WHUQDO#VHUYLFH#SURYLVLRQ1#,Q#IDFW/#WKH#%RDUG#RI#0DQDJHPHQW/#ZKHQ#
FUHDWLQJ#WKH#$JHQF\/#UHTXHVWHG#WKDW#WKH#$JHQF\#UHSRUW#DQQXDOO\#WKH#FRVW#
SHU#NLORPHWUH#RI#RSHUDWLQJ#WKH#JRYHUQPHQW#IOHHW/#DQG#FRPSDUDWLYH#FRVWV#
RI#DOWHUQDWLYH#PHDQV#RI#SURYLGLQJ#WUDQVSRUWDWLRQ1#:H#VHH#WKLV#DV#DQ#
H[WUHPHO\#LPSRUWDQW#XQGHUWDNLQJ#UHTXLUHG#E\#WKH#SROLF\#PDNHUV#RI#WKH#
GD\1#,W#JHWV#WR#WKH#IXQGDPHQWDO#LVVXH#DV#WR#ZKHWKHU#RU#QRW#WKH#VHUYLFH#LV#
EHLQJ#GHOLYHUHG#LQ#WKH#PRVW#HFRQRPLFDO#ZD\1#

<1;8 :H#GHWHUPLQHG#WKDW#WKH#$JHQF\#LV#QRW#FRPSO\LQJ#ZLWK#WKLV#DVSHFW#
RI#SROLF\1#,I#LW#ZHUH#GRLQJ#VR/#LW#ZRXOG#QRW#RQO\#SURYLGH#JXLGDQFH#DV#WR#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4;:



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
ZKDW#VHUYLFHV#DUH#PRUH#HFRQRPLFDO#WR#GR#LQWHUQDOO\#RU#H[WHUQDOO\/#EXW#
ZRXOG#DOVR#LQGLFDWH#WR#DOO#GHSDUWPHQWV#ZKHWKHU#WKH#$JHQF\#LV#WKH#PRVW#
HFRQRPLFDO#VHUYLFH#SURYLGHU1#

<1;9 2Q#WKLV#QRWH/#LW#LV#VWDWHG#LQ#WKH#$JHQF\*V#&KDUWHU/#WKDW#DV#RI#$SULO#
5333#DQG#VXEMHFW#WR#%RDUG#RI#0DQDJHPHQW#DSSURYDO/#JRYHUQPHQW#
GHSDUWPHQWV#KDYH#WKH#RSWLRQ#WR#XVH#WKH#$JHQF\#IRU#WKHLU#VHUYLFHV#RU#
FRQWUDFW#ZLWK#WKH#SULYDWH#VHFWRU#GLUHFWO\#SURYLGLQJ#WKHUH#LV#DQ#HFRQRPLF#
DGYDQWDJH#WR#JRYHUQPHQW1#*LYHQ#WKLV/#ZH#ZRXOG#H[SHFW#WKDW#WKH#$JHQF\#
ZRXOG#EH#ZHOO#VHUYHG#WR#SURYLGH#FOLHQW#GHSDUWPHQWV#ZLWK#VRPH#FOHDU#
DQDO\VLV#RQ#WKH#HFRQRPLFV#RI#XVLQJ#LW#DV#D#VHUYLFH#SURYLGHU1#

5HFRPPHQGDWLRQ <1;: :H#UHFRPPHQGHG#WKH#$JHQF\#PRQLWRU#WKH#DSSURSULDWHQHVV#RI#
GROODUV#VSHQW#RQ#LQ0KRXVH#VHUYLFH#SURYLVLRQ#YHUVXV#H[WHUQDO#VHUYLFH#
SURYLVLRQ1#

'HSDUWPHQWDO#UHVSRQVH <1;; 90$#ZLOO#FRQWLQXH#WR#PRQLWRU#WKH#FRVW#RI#LQWHUQDO#UHSDLUV#YHUVXV#
H[WHUQDO#UHSDLUV#IURP#DQ#RYHUDOO#EXGJHW#SHUVSHFWLYH1#+RZHYHU/#DV#
SUHYLRXVO\#QRWHG/#90$#ZLOO#VHHN#RSSRUWXQLWLHV#ZKHUH#IXUWKHU#HFRQRP\#
FDQ#EH#DFKLHYHG#LQ#HVWDEOLVKLQJ#ZKLFK#VKRS#+LQWHUQDO#RU#H[WHUQDO,#
FRQGXFWV#WKH#UHSDLU#VHUYLFH1

5HSRUWLQJ <1;< $V#VWDWHG#SUHYLRXVO\/#WKH#$JHQF\#KDV#WKH#XOWLPDWH#VD\#LQ#ZKHWKHU#
WR#SURYLGH#VHUYLFHV#LQ#KRXVH#RU#E\#DQ#H[WHUQDO#YHQGRU1#*LYHQ#WKH#IDFW#WKDW#
WKH#$JHQF\#LQ#WXUQ#ELOOV#FOLHQWV#IRU#VHUYLFH#SURYLVLRQ/#ZH#ZRXOG#H[SHFW#LW#
WR#UHSRUW#RQ#WKH#HFRQRPLFV#RI#VXFK#GHFLVLRQV1#)XUWKHUPRUH#ZH#QRWHG#WKDW#
WKH\#KDYH#D#UHVSRQVLELOLW\#WR#GR#VR#LQ#DFFRUGDQFH#ZLWK#WKH#JRYHUQPHQW·V#
9HKLFOH#3ROLF\/#ZKLFK#UHTXLUHV#WKH#$JHQF\#WR=

5HSRUW#DQQXDOO\#WR#%RDUG#RI#0DQDJHPHQW#WKH#FRVW#SHU#
NLORPHWUH#RI#RSHUDWLQJ#WKH#JRYHUQPHQW#IOHHW/#DQG#FRPSDUDWLYH#
FRVWV#RI#DOWHUQDWH#PHDQV#RI#SURYLGLQJ#WUDQVSRUWDWLRQ1

<1<3 $JHQF\#PDQDJHPHQW#LQIRUPHG#XV#ZKLOH#WKH\#UHSRUW#FRVWV#RI#
RSHUDWLQJ#WKHLU#IOHHW#\HDUO\#LQ#WKHLU#%XVLQHVV#3ODQ/#WKH\#GR#QRW#UHSRUW#
FRVWV#SHU#NLORPHWUH#DQG#FRPSDUDWLYH#FRVWV#RI#DOWHUQDWH#PHDQV#RI#
SURYLGLQJ#WUDQVSRUWDWLRQ#WR#WKH#%RDUG#RI#0DQDJHPHQW#DV#UHTXLUHG#E\#WKH#
9HKLFOH#3ROLF\1#

<1<4 3DUDJUDSK#46+5,#RI#WKH#$XGLWRU#*HQHUDO#$FW#VWDWHV#WKDW#WKH#
$XGLWRU#*HQHUDO#VKDOO#EULQJ#

WR#WKH#DWWHQWLRQ#RI#WKH#/HJLVODWLYH#$VVHPEO\#«1#DQ\#FDVHV#LQ#
ZKLFK#KH#KDV#REVHUYHG#WKDW«

+J,#SURFHGXUHV#KDYH#QRW#EHHQ#HVWDEOLVKHG#WR#PHDVXUH#DQG#
UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#SURJUDPV/#ZKHUH/#LQ#WKH#RSLQLRQ#
RI#WKH#$XGLWRU#*HQHUDO/#WKH#SURFHGXUHV#FRXOG#DSSURSULDWHO\#
DQG#UHDVRQDEO\#EH#XVHG1
4;; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
<1<5 ,Q#RXU#RSLQLRQ/#WKH#$JHQF\#YHUVXV#DOWHUQDWH#PHDQV#FRPSDULVRQ#LV#
DQ#H[DPSOH#RI#D#SURFHGXUH#WKDW#FRXOG#DSSURSULDWHO\#DQG#UHDVRQDEO\#EH#
XVHG#WR#PHDVXUH#DQG#UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#SURJUDPV1#7KH#
3URYLQFH·V#DQQXDO#UHSRUW#SROLF\#VWDWHV#WKH#PDMRU#REMHFWLYH#RI#DQ#DQQXDO#
UHSRUW#LV#´WR#EH#WKH#PDMRU#DFFRXQWDELOLW\#GRFXPHQW#E\#GHSDUWPHQWV#DQG#
DJHQFLHV#IRU#WKH#/HJLVODWLYH#$VVHPEO\#DQG#WKH#JHQHUDO#SXEOLFµ1#&HUWDLQO\#
RQH#NH\#ZD\#WR#EH#DFFRXQWDEOH/#LQ#RXU#RSLQLRQ/#LV#WR#FRPSDUH#FRVWV#RI#
SURYLGLQJ#WKH#VHUYLFH#\RXUVHOI#WR#WKH#FRVWV#RI#SURYLGLQJ#WKH#VDPH#VHUYLFH#
WKURXJK#DQ#H[WHUQDO#RUJDQL]DWLRQ1#

5HFRPPHQGDWLRQ <1<6 :H#UHFRPPHQGHG#WKH#$JHQF\#FRPSO\#ZLWK#SROLF\#E\#
UHSRUWLQJ#WR#%RDUG#RI#0DQDJHPHQW#WKH#FRVW#SHU#NLORPHWUH#RI#
RSHUDWLQJ#WKH#JRYHUQPHQW#IOHHW/#DQG#FRPSDUDWLYH#FRVWV#RI#DOWHUQDWH#
PHDQV#RI#SURYLGLQJ#WUDQVSRUWDWLRQ1#)XUWKHU/#WKLV#W\SH#RI#UHSRUWLQJ#
ZRXOG#VHHP#WR#EH#DQ#H[FHOOHQW#PHDVXUH#RI#HIIHFWLYHQHVV#WR#LQFOXGH#LQ#
WKH#$JHQF\·V#DQQXDO#UHSRUW1#

'HSDUWPHQWDO#UHVSRQVH <1<7 %RDUG#RI#0DQDJHPHQW#DSSURYHG#D#UHYLVHG#9HKLFOH#3ROLF\/#ZKLFK#
GRHV#QRW#UHTXLUH#WKH#DERYH#UHIHUHQFHG#UHSRUWLQJ1#1RWZLWKVWDQGLQJ#WKLV/#
90$#GRHV#FRPSDUH#FRVWV#WR#SULYDWH#VHFWRU#SURYLVLRQ1#&RQVLGHUDWLRQ#ZLOO#
EH#JLYHQ#WR#H[SDQGLQJ#WKLV#DQDO\VLV#DQG#UHSRUWLQJ#LW#LQ#WKH#90$#$QQXDO#
5HSRUW1

&RQFOXVLRQ <1<8 7KLV#FULWHULRQ#ZDV#QRW#PHW1#7KH#$JHQF\#LV#QRW#FXUUHQWO\#
DQDO\]LQJ#WKH#HFRQRPLFV#RI#LQ#KRXVH#VHUYLFH#SURYLVLRQ#YHUVXV#XVLQJ#
H[WHUQDO#YHQGRUV1#:KHQ#H[WHUQDO#YHQGRUV#DUH#XVHG#IRU#VHUYLFH#SURYLVLRQ/#
VWDII#DUH#QRW#DOZD\V#HQVXULQJ#WKH\#REWDLQ#WKH#YHQGRU#WKDW#ZRXOG#
QHFHVVDULO\#SURYLGH#WKH#EHVW#RYHUDOO#VHUYLFH#WR#JRYHUQPHQW1#7KHUH#LV#D#
ODFN#RI#UHSRUWLQJ#UHJDUGLQJ#WKH#HFRQRPLFV#RI#WKH#$JHQF\#DV#D#VHUYLFH#
SURYLGHU#YHUVXV#H[WHUQDO#YHQGRUV1#7KH#$JHQF\#LV#QRW#UHSRUWLQJ#DQQXDOO\#
WR#%RDUG#RI#0DQDJHPHQW#WKH#FRVW#SHU#NLORPHWUH#RI#RSHUDWLQJ#WKH#
JRYHUQPHQW#IOHHW/#DQG#FRPSDUDWLYH#FRVWV#RI#DOWHUQDWH#PHDQV#RI#SURYLGLQJ#
WUDQVSRUWDWLRQ1#

&RVW#DQG#SHUIRUPDQFH#
VWDQGDUGV

<1<9 2XU#WKLUG#FULWHULRQ#ZDV=#

&RVW#DQG#SHUIRUPDQFH#VWDQGDUGV#IRU#PDLQWHQDQFH#DQG#UHSDLU#
VKRXOG#EH#HVWDEOLVKHG#DQG#XVHG#WR#PRQLWRU#SHUIRUPDQFH1

<1<: ,Q#UHJDUGV#WR#WKLV#FULWHULRQ/#ZH#ZDQWHG#WR#GHWHUPLQH#ZKDW/#LI#DQ\/#
FRVW#DQG#SHUIRUPDQFH#VWDQGDUGV#ZHUH#EHLQJ#XVHG#E\#WKH#$JHQF\#WR#JXLGH#
DQG#PRQLWRU#LWV#RZQ#SHUIRUPDQFH1#&RVW#DQG#SHUIRUPDQFH#VWDQGDUGV#
SURYLGH#SRLQWV#RI#UHIHUHQFH#LQ#PHDVXULQJ#RU#MXGJLQJ#TXDOLW\#DQG#
HIILFLHQF\#RI#RSHUDWLRQV1#6WDQGDUGV/#HVSHFLDOO\#ZKHQ#WKH\#DUH#EDVHG#RQ#
H[WHUQDO#EHQFKPDUNV/#SURYLGH#D#ZD\#RI#KHOSLQJ#WKH#$JHQF\/#LWV#VKRSV/#
DQG#LWV#PHFKDQLFV#REMHFWLYHO\#GHILQH#DQG#GHWHUPLQH#ZKHWKHU#WKH\#DUH#
GRLQJ#D#JRRG#MRE1

<1<; ,Q#FRQGXFWLQJ#LWV#PDLQWHQDQFH#DQG#UHSDLU#DFWLYLWLHV/#WKH#$JHQF\#
QHHGV#VWDQGDUGV#WR#FRQWURO#ODERXU#FRVWV#VLQFH#WKLV#LV#VXFK#D#ODUJH#SRUWLRQ#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4;<



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
RI#H[SHQGLWXUHV1#,Q#WKLV#UHJDUG/#ZH#QRWHG#WKH#IROORZLQJ#FRPPHQW#LQ#
%HQFKPDUNLQJ#IRU#4XDOLW\#LQ#3XEOLF#6HUYLFH#)OHHWV/#D#SXEOLFDWLRQ#RI#WKH#
1DWLRQDO#$VVRFLDWLRQ#RI#)OHHW#$GPLQLVWUDWRUV#+1$)$,1#+,W#VKRXOG#EH#
QRWHG#WKDW#WKH#$JHQF\#KDV#WDNHQ#WKH#SURJUHVVLYH#VWHS#RI#MRLQLQJ#1$)$1#
6HQLRU#VWDII#UHJXODUO\#UHFHLYH#1$)$#SXEOLFDWLRQV#DQG#DWWHQG#1$)$#
PHHWLQJV#WR#NHHS#FXUUHQW#RQ#YDULRXV#WUHQGV#LQ#WKH#IOHHW#VHFWRU,=

,Q0KRXVH#ODERXU#W\SLFDOO\#UHSUHVHQWV#D#YHU\#ODUJH#SRUWLRQ#RI#WKH#
>PDLQWHQDQFH#DQG#UHSDLU@#FRVWV#RI#D#IOHHW/#DQG#LQ#FRQGXFWLQJ#
D#EHQFKPDUNLQJ#DQDO\VLV#LW#LV#LPSRUWDQW#WR#UHPHPEHU#WKUHH#
IXQGDPHQWDO#GLPHQVLRQV#RI#ODERXU#FRVW=#

+4,##WKH#SHUFHQWDJH#RI#WLPH#PDLQWDLQLQJ#YHKLFOHV#DQG#HTXLSPHQW#DV#
RSSRVHG#WR#RWKHU#OHVV#SURGXFWLYH#DFWLYLWLHV#+L1H1#PHFKDQLF#
XWLOL]DWLRQ,>

+5,##WKH#DPRXQW#RI#WLPH#LW#WDNHV#\RXU#PHFKDQLFV#WR#PDLQWDLQ#DQG#
UHSDLU#YHKLFOHV#+L1H1#PHFKDQLF#HIILFLHQF\,>#DQG

+6,##WKH#TXDOLW\#RI#ZRUN#SHUIRUPHG#+L1H1#PHFKDQLF#HIIHFWLYHQHVV,1

<1<< :H#H[DPLQH#EHORZ#ZKDW#VWDQGDUGV#WKH#$JHQF\#KDV#LPSOHPHQWHG#
WR#GDWH#ZLWK#UHVSHFW#WR#WKRVH#WKUHH#DUHDV#RI#PHFKDQLF#XWLOL]DWLRQ/#
PHFKDQLF#HIILFLHQF\/#DQG#PHFKDQLF#HIIHFWLYHQHVV1

0HFKDQLF#XWLOL]DWLRQ <1433 0HFKDQLF#XWLOL]DWLRQ#LV#D#PHDVXUHPHQW#WKDW#KDV#EHHQ#DGRSWHG#E\#
WKH#$JHQF\#LQ#UHFHQW#\HDUV1#0DQDJHPHQW#LV#FRPSDULQJ#WKH#QXPEHU#RI#
KRXUV#PHFKDQLFV#FKDUJH#WR#VSHFLILF#DVVHWV#WR#QRQ0SURGXFWLYH#WLPH1#2Q#D#
3URYLQFH0ZLGH#EDVLV/#$JHQF\#VKRS#VWDII#DUH#FXUUHQWO\#UHSRUWLQJ#DERXW#
9:(#FKDUJHDEOH#WLPH1#6RPH#VKRSV#UHSRUW#KLJKHU#FKDUJHDEOH#WLPHV#DQG#
VRPH#ORZHU1#+RZHYHU/#WKH#$JHQF\·V#RZQ#VHQLRU#PDQDJHPHQW#DGPLWV#
WKDW#WKLV#LQIRUPDWLRQ#LV#RQO\#DV#DFFXUDWH#DV#LW#LV#UHSRUWHG#0#PHDQLQJ#VWDII#
UHFRUG#WKHLU#RZQ#WLPH#VSHQW#RQ#MREV#DQG#WKLV#9:(#PD\#RU#PD\#QRW#EH#
UHDOLW\1

<1434 :H#DOVR#QRWHG#WKDW#ZKLOH#FKDUJHDEOH#WLPH#GDWD#LV#DFFXPXODWHG/#
WKHUH#DUH#QR#FOHDUO\#GLUHFWHG#REMHFWLYHV#LQ#SODFH#UHJDUGLQJ#ZKDW#
FKDUJHDEOH#WLPH#VKRXOG#EH1#1$)$#KDV#DFFXPXODWHG#GDWD#RQ#XWLOL]DWLRQ#
UDWHV#IURP#YDULRXV#RUJDQL]DWLRQV#WKDW#FRXOG#EH#XWLOL]HG#E\#WKH#$JHQF\1#
7KH#$JHQF\#FRXOG#XVH#WKLV#WR#SURYLGH#VRPH#SHUVSHFWLYH#RQ#ZKHWKHU#LW#
FDQ#EH#VDWLVILHG#ZLWK#WKH#OHYHO#RI#SHUIRUPDQFH#LW#KDV#DFKLHYHG1

5HFRPPHQGDWLRQ <1435 :H#UHFRPPHQGHG#WKH#$JHQF\#GHYHORS#FOHDUO\#GHILQHG#JRDOV#
UHJDUGLQJ#PHFKDQLF#XWLOL]DWLRQ#WKDW#DUH#EDVHG#RQ#UHOHYDQW#LQGXVWU\#
VWDQGDUGV1#7KHVH#JRDOV#VKRXOG#EH#FOHDUO\#FRPPXQLFDWHG#WR#VWDII#DQG#
SURJUHVV#WRZDUGV#DFKLHYHPHQW#VKRXOG#EH#PRQLWRUHG1#

'HSDUWPHQWDO#UHVSRQVH <1436 90$#KDV#XVHG#LQIRUPDWLRQ#LQ#GHWHUPLQLQJ#VWDIILQJ#UDWLRV#WKDW#LV#
FRQVLVWHQW#ZLWK#UHFRPPHQGDWLRQV#IURP#H[WHUQDO#VRXUFHV1#,Q#DGGLWLRQ/#
VXSHUYLVRU\#VWDII#PRQLWRUV#PHFKDQLFDO#VWDII#ZRUN#DFWLYLWLHV#WR#HQVXUH#WKDW#
WKH#ZRUN#LV#EHLQJ#FRPSOHWHG#LQ#D#WLPHO\#PDQQHU1# 
4<3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
0HFKDQLF#HIILFLHQF\ <1437 &XUUHQWO\/#WKH#$JHQF\#KDV#QR#VWDQGDUGV#LQ#SODFH#IRU#PHFKDQLF#
HIILFLHQF\1#$JHQF\#PDQDJHPHQW#LQIRUPHG#XV#WKDW#PHFKDQLF#SURGXFWLYLW\#
LV#PRQLWRUHG#LQIRUPDOO\#WKURXJK#WLPH#VKHHWV#DQG#REVHUYDWLRQ1#:H#
GHWHUPLQHG#WKDW#ZKLOH#LQGXVWU\#VWDQGDUGV#IRU#YDULRXV#UHSDLU#DFWLYLWLHV#GR#
H[LVW/#WKH#$JHQF\#LV#QRW#XVLQJ#WKHP#WR#JXLGH#RU#PRQLWRU#WKH#WLPH#WDNHQ#WR#
FRPSOHWH#UHSDLU#WDVNV1#&KLOWRQ·V/#IRU#H[DPSOH/#LV#D#ZHOO0NQRZQ#
SXEOLFDWLRQ#GHWDLOLQJ#QXPHURXV#UHSDLU#WDVNV#DQG#WKH#WLPH#LW#VKRXOG#WDNH#WR#
FRPSOHWH#WKHP1#6KRS#VWDII#ZH#LQWHUYLHZHG#ZHUH#QRW#XVLQJ#&KLOWRQ·V#RU#
DQ\#RWKHU#LQGXVWU\#VWDQGDUGV#WR#DVVLVW#WKHP#LQ#NQRZLQJ#KRZ#ORQJ#D#MRE#
VKRXOG#WDNH1

<1438 :H#QRWHG#WKH#$JHQF\#UHFHQWO\#DFFXPXODWHG#GDWD#LQ#)06#
UHJDUGLQJ#WLPH#FKDUJHG#WR#UHSDLU#WDVNV#ZLWKLQ#WKHLU#RZQ#VKRSV1#7KH#)06#
5HSDLU#6WDWLVWLFV#5HSRUW#VKRZV#WKH#WLPH#LW#KDV#WDNHQ#$JHQF\#VWDII#WR#GR#D#
FHUWDLQ#MRE#LQ#WKH#SDVW1#,W#GHWDLOV#WKH#VKRUWHVW#WLPH#DQG#WKH#ORQJHVW#WLPH1#
6KRS#VWDII#FDQ#DFFHVV#WKLV#GDWD#IUHHO\#WR#VHH#WLPH#WDNHQ#LQ#WKH#SDVW#WR#GR#
JLYHQ#UHSDLU#WDVNV1#

<1439 0DQDJHPHQW#LQIRUPHG#XV#WKDW#WKLV#GDWD#ZRXOG#DFW#DV#DQ#LQWHUQDO#
JXLGH#DV#WR#WKH#WLPH#LW#VKRXOG#WDNH#WR#GR#D#FHUWDLQ#MRE1#+RZHYHU/#
KLVWRULFDO#SHUIRUPDQFH#RI#\RXU#RZQ#RUJDQL]DWLRQ/#ZKLOH#LPSRUWDQW#IRU#
DQDO\]LQJ#WUHQGV/#GRHV#QRW#SURYLGH#WKH#EHVW#EHQFKPDUNV1#:KHQ#KLVWRULFDO#
DYHUDJHV#DUH#XVHG#WR#GHYHORS#VWDQGDUGV/#DQ\#SUHYLRXV#LQHIILFLHQFLHV#DUH#
FDUULHG#IRUZDUG1

<143: :H#GLVFXVVHG#WKLV#PDWWHU#DW#VRPH#OHQJWK#ZLWK#VHQLRU#
PDQDJHPHQW1#7KHUH#DSSHDUHG#WR#EH#RSHQQHVV#WRZDUGV#DGRSWLQJ#QHZ#
VWDQGDUGV#DQG#PHDVXUHPHQW#WHFKQLTXHV1#)RU#LQVWDQFH/#LW#ZDV#RIIHUHG#WKDW#
WKH#)06#PLJKW#EH#PRGLILHG#LQ#VRPH#ZD\#WR#VKRZ#WKH#PHFKDQLFV#ZKDW#WKH#
H[SHFWHG#WLPHV#ZHUH1#:KHQ#D#ZRUN#RUGHU#LV#RSHQHG/#)06#PLJKW#EH#
PRGLILHG#WR#VKRZ#$JHQF\#VWDII#WKH#VWDQGDUG#$JHQF\#WLPH#DQG#H[WHUQDO#
EHQFKPDUN#WLPH#+H1J1#&KLOWRQ·V,#IRU#D#SDUWLFXODU#W\SH#RI#UHSDLU#MRE1

5HFRPPHQGDWLRQ <143; :H#UHFRPPHQGHG#WKH#$JHQF\#GHYHORS#VWDQGDUGV#IRU#
PHDVXULQJ#PHFKDQLF#HIILFLHQF\1#:H#IXUWKHU#UHFRPPHQGHG#WKDW#WKHVH#
VWDQGDUGV#EH#PRQLWRUHG#DQG#XVHG#DV#D#FRPSRQHQW#RI#SHUIRUPDQFH#
HYDOXDWLRQ1#

'HSDUWPHQWDO#UHVSRQVH <143< 90$#ZLOO#EH#UHYLHZLQJ#LWV#FXUUHQW#SUDFWLFHV#IRU#PHDVXULQJ#
PHFKDQLF#HIILFLHQF\1#

0HFKDQLF#HIIHFWLYHQHVV <1443 $JHQF\#PDQDJHPHQW#LQIRUPHG#XV#WKDW#WKH\#PRQLWRU#PHFKDQLF#
HIIHFWLYHQHVV#E\#LQIRUPDO#REVHUYDWLRQ1#1DWXUDOO\/#DV#VXSHUYLVRUV#FDUU\#
RXW#WKHLU#GXWLHV#RQ#WKH#VKRS#IORRU#D#FHUWDLQ#DPRXQW#RI#WKLV#PHDVXUHPHQW#
RI#PHFKDQLF#HIIHFWLYHQHVV#WDNHV#SODFH#MXVW#WKURXJK#REVHUYDWLRQ1#,W#ZDV#
DOVR#IHOW#WKDW#ZKHQ#DQ\#YHKLFOHV#ZHUH#UHWXUQHG#IRU#UHSDLU#VKRUWO\#DIWHU#
KDYLQJ#EHHQ#LQ#WKH#VKRSV/#WKH#)06#ZRXOG#FOHDUO\#VKRZ#ZKR#ZRUNHG#RQ#
WKH#YHKLFOH#SUHYLRXVO\1#7KXV/#WUHQGV#LQ#WKH#ZRUN#RI#LQGLYLGXDO#PHFKDQLFV#
FRXOG#EH#REVHUYHG1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4<4



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
<1444 :H#ZRQGHUHG#WKRXJK/#LI#WKHUH#FRXOG#EH#D#EHQHILW#DVVRFLDWHG#LQ#
PRUH#IRUPDO#PHDVXUHPHQW1#7KH#TXDOLW\#RI#WKH#ZRUN#FRXOG#EH#UHIOHFWHG#LQ#
WKH#QXPEHU#RI#EUHDNGRZQV/#WKH#DYHUDJH#QXPEHU#RI#NLORPHWUHV#EHWZHHQ#
EUHDNGRZQV/#RU#SHUKDSV#LQ#XQXVXDOO\#KLJK#UHSDLU#DQG#PDLQWHQDQFH#FRVWV1#
1$)$#VXJJHVWV#WKDW#WKH#GLVWDQFH#EHWZHHQ#EUHDNGRZQV#LV#D#XVHIXO#
PHDVXUH#LQ#WKLV#UHJDUG1#

5HFRPPHQGDWLRQ <1445 :H#UHFRPPHQGHG#WKH#$JHQF\#GHYHORS#VWDQGDUGV#DQG#
PHDVXUHV#IRU#PHFKDQLF#HIIHFWLYHQHVV1#)XUWKHU/#WKH#$JHQF\#VKRXOG#
FRQVLGHU#WKH#EHQHILWV#DQG#FRVWV#RI#H[WHQGLQJ#WKHVH#VWDQGDUGV#DQG#
PHDVXUHV#WR#LWV#SHUIRUPDQFH#HYDOXDWLRQ#SURFHVV#IRU#PHFKDQLFV1#

'HSDUWPHQWDO#UHVSRQVH <1446 90$#KDV#QXPHURXV#V\VWHPV#LQ#SODFH#WR#PRQLWRU#PHFKDQLF#
HIIHFWLYHQHVV#LQFOXGLQJ#GHWDLOHG#UHSDLU#KLVWRU\/#DVVHW#ORJ#ERRNV/#FOLHQW#
VXUYH\#UHSRUWV/#HWF1#7KHVH#PHDVXUHV#ZLOO#EH#UHYLHZHG#ZLWK#FRQVLGHUDWLRQ#
JLYHQ#WR#WKH#DERYH#UHFRPPHQGDWLRQ1

&RQFOXVLRQ <1447 7KLV#FULWHULRQ#ZDV#QRW#PHW1#7KH#$JHQF\#KDV#QRW#HVWDEOLVKHG#FRVW#
DQG#SHUIRUPDQFH#VWDQGDUGV#IRU#PDLQWHQDQFH#DQG#UHSDLU1#

$GGLWLRQDO#FRPPHQWV#RQ#FRVW#
DQG#SHUIRUPDQFH#VWDQGDUGV

<1448 'XULQJ#RXU#ZRUN#RQ#FRVW#DQG#SHUIRUPDQFH#VWDQGDUGV/#ZH#EHFDPH#
DZDUH#WKDW#WKH#$JHQF\#ZDV#ZRUNLQJ#RQ#D#UHODWHG#LQLWLDWLYH#NQRZQ#DV#WKH#
EDODQFHG#VFRUHFDUG1#7KH#EDODQFHG#VFRUHFDUG#ZDV#WKH#UHVSRQVH#WR#WKH#
$JHQF\*V#533405338#%XVLQHVV#3ODQ#LQLWLDWLYH#WR#GHYHORS#SHUIRUPDQFH#
PHDVXUHV#IRU#DOO#DVSHFWV#RI#WKH#$JHQF\*V#EXVLQHVV1#

<1449 :H#ZHUH#SOHDVHG#WR#QRWH#WKDW#WKH#$JHQF\#ILQDOL]HG#D#GUDIW#
YHUVLRQ#RI#D#%DODQFHG#6FRUHFDUG#3HUIRUPDQFH#0HDVXUHPHQW#DQG#
0DQDJHPHQW#6\VWHP#+%DODQFHG#6FRUHFDUG,#WRZDUGV#WKH#HQG#RI#RXU#DXGLW1#
7KH#%DODQFHG#6FRUHFDUG#ZDV#GHOLYHUHG#WR#DOO#GLVWULFWV#LQ#0D\#53351#

<144: $V#SDUW#RI#RXU#DXGLW/#ZH#UHYLHZHG#WKH#%DODQFHG#6FRUHFDUG#LQ#
VRPH#GHWDLO1

<144; 2QH#JHQHUDO#FRPPHQW#ZH#FDQ#PDNH#E\#ORRNLQJ#DW#WKH#
SHUIRUPDQFH#PHDVXUHV#LQ#WKH#%DODQFHG#6FRUHFDUG#LV#WKDW#WKH\#DUH#OLPLWHG#
WR#FRPSDULQJ#SHUIRUPDQFH#RI#LQGLYLGXDO#VKRSV#WR#WKH#$JHQF\#DYHUDJH1#
&HUWDLQO\#WKLV#GRHV#RIIHU#D#YDOXDEOH#SHUVSHFWLYH1#,W#LV#LPSRUWDQW#WR#KDYH#
JRRG#KLVWRULFDO#GDWD#RQ#\RXU#RZQ#SHUIRUPDQFH1#$QG#LW#LV#D#ZRUWKZKLOH#
H[HUFLVH#WR#VHH#KRZ#FRPSRQHQWV#RI#WKH#RUJDQL]DWLRQ#KDYH#FRPSDUHG#WR#
WKH#RUJDQL]DWLRQ#DV#D#ZKROH1#%XW#WKHUH#DUH#VRPH#OLPLWDWLRQV#WR#XVLQJ#RQO\#
LQWHUQDO#FRPSDULVRQV1#%\#FRPSDULQJ#WKH#$JHQF\·V#SHUIRUPDQFH#WR#
HVWDEOLVKHG#IOHHW#EHQFKPDUNV/#WKH#$JHQF\#ZRXOG#EH#LQ#D#EHWWHU#SRVLWLRQ#
WR#DVVHVV#SHUIRUPDQFH#DQG#WR#GHWHUPLQH#ZKHUH#FRUUHFWLYH#DFWLRQ#PD\#EH#
QHFHVVDU\1#,W#ZRXOG#KDYH#PRUH#REMHFWLYH#HYLGHQFH#RI#ZKHWKHU#LW#ZDV#
GRLQJ#D#JRRG#MRE1
4<5 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
5HFRPPHQGDWLRQ <144< :H#UHFRPPHQGHG#WKDW#WKH#$JHQF\#UHYLVLW#WKH#%DODQFHG#
6FRUHFDUG#WR#HQVXUH#LW#LQFOXGHV#HVWDEOLVKHG#LQGXVWU\#EHQFKPDUNV#IRU#
LWV#SHUIRUPDQFH#LQGLFDWRUV1

'HSDUWPHQWDO#UHVSRQVH <1453 90$#DJUHHV#WR#UHYLHZ#LQIRUPDWLRQ#RQ#LQGXVWU\#VWDQGDUGV#DQG#
ZLOO#FRQVLGHU#WKH#IHDVLELOLW\#RI#XVLQJ#WKLV#LQIRUPDWLRQ#LQ#YDULRXV#DVSHFWV#
RI#PHDVXULQJ#SHUIRUPDQFH1

<1454 2QH#RI#WKH#REMHFWLYHV#VHW#E\#WKH#$JHQF\#LQ#GHYHORSLQJ#WKH#
%DODQFHG#6FRUHFDUG#LV#WR#PD[LPL]H#VKRS#HIILFLHQF\1#7KH#PHDVXUHV#IRU#
WKLV#REMHFWLYH#DUH#WR#FRPSDUH#WKH#UDWLR#RI#LQWHUQDO#UHSDLUV#WR#H[WHUQDO#
UHSDLUV#LQ#ERWK#GROODUV#DQG#QXPEHUV#SHU#\HDU1#,Q#RXU#RSLQLRQ/#WKLV#VD\V#
OLWWOH#DERXW#VKRS#HIILFLHQF\#DQG#LW#ZRXOG#EH#GLIILFXOW#WR#FRQFOXGH#RQ#
SHUIRUPDQFH#VLPSO\#E\#NQRZLQJ#WKH#LQWHUQDO#YHUVXV#H[WHUQDO#UHSDLU#
GROODUV#VSHQW#SHU#VKRS1#1$)$#VXJJHVWV#D#EHWWHU#PHDVXUH#PLJKW#EH#WKH#
PLOHV#RU#NLORPHWUHV#SHU#GLUHFW#KRXU#RI#PHFKDQLF#PDLQWHQDQFH#DQG#UHSDLUV#
ODERXU1#7KH#$JHQF\#FRXOG#DOVR#FRPSDUH#DYHUDJH#WLPHV#VSHQW#RQ#YDULRXV#
UHSDLU#DFWLYLWLHV#WR#UHFRJQL]HG#LQGXVWU\#VWDQGDUGV#VXFK#DV#&KLOWRQ·V1#

5HFRPPHQGDWLRQ <1455 :H#UHFRPPHQGHG#WKDW#WKH#$JHQF\#HQKDQFH#LWV#%DODQFHG#
6FRUHFDUG#E\#GHYHORSLQJ#QHZ#PHDVXUHV#IRU#PD[LPL]LQJ#VKRS#
HIILFLHQF\1#,W#LV#LPSRUWDQW#WKDW#WKHVH#PHDVXUHV#LQFOXGH#EHQFKPDUNV#
DGRSWHG#IURP#UHFRJQL]HG#VWDQGDUGV1

'HSDUWPHQWDO#UHVSRQVH <1456 90$#ZLOO#EH#UHYLHZLQJ#LWV#FXUUHQW#PHDVXUHV#RI#HIIHFWLYHQHVV#DQG#
HIILFLHQF\1#:KHQ#LQGXVWU\#PHDVXUHV#FDQ#EH#LGHQWLILHG#WKH\#ZLOO#EH#
DVVHVVHG#IRU#DFFHSWDELOLW\#IRU#XVH#LQ#WKH#%DODQFHG#6FRUHFDUG1

<1457 7ZR#RWKHU#REMHFWLYHV#GHYHORSHG#E\#WKH#$JHQF\#ZHUH#WR#´LQFUHDVH#
IOHHW#UHOLDELOLW\µ#DQG#WR#´LQFUHDVH#FXVWRPHU#FRQYHQLHQFHµ1#)RU#WKH#
´LQFUHDVH#IOHHW#UHOLDELOLW\µ#REMHFWLYH/#RQH#LQGLFDWRU#LV#WKH#UDWLR#RI#WKH#
QXPEHUV#RI#VFKHGXOHG#LQWHUQDO#ZRUN#RUGHUV#WR#WKH#QXPEHU#RI#
XQVFKHGXOHG#LQWHUQDO#ZRUN#RUGHUV1#7KH#$JHQF\#DOVR#UHSRUWV#RQ#
SUHYHQWDWLYH#PDLQWHQDQFH#KRXUV#DV#D#SHUFHQWDJH#RI#WRWDO#UHSDLU#KRXUV1#:H#
QRWHG/#KRZHYHU/#WKHUH#LV#QR#UHSRUWLQJ#RQ#VXFK#RWKHU#UHOLDELOLW\#PHDVXUHV#
DV#WKH#QXPEHU#RI#EUHDNGRZQV/#QXPEHU#RI#EUHDNGRZQV#SHU#KRXU#RI#
VHUYLFLQJ#DQG#GRZQ#WLPH1#:H#ZHUH#SOHDVHG#WR#VHH#WKDW#$JHQF\#VWDII#KDYH#
GLVFXVVHG#LPSOHPHQWLQJ#D#FRXSOH#RI#WKHVH#PHDVXUHV#LQ#WKH#IXWXUH1

<1458 )RU#WKH#´LQFUHDVH#FXVWRPHU#FRQYHQLHQFHµ#REMHFWLYH#WKH#
SHUIRUPDQFH#PHDVXUH#ZDV#DYHUDJH#NLORPHWUHV#SHU#ZRUN#RUGHU1#:H#ZRXOG#
OLNH#WR#VXJJHVW#WKDW#WKH#$JHQF\#FRQVLGHU#VXFK#RWKHU#PHDVXUHV#DV#
FXVWRPHU#ZDLW#WLPH/#WXUQ#DURXQG#WLPH/#DFWXDO#WLPH#WDNHQ#WR#VHUYLFH#D#
YHKLFOH#DJDLQVW#SURPLVHG#WLPH/#RU#FXVWRPHU#VDWLVIDFWLRQ#OHYHOV1#7KH#
$JHQF\#LQIRUPHG#XV#WKDW#LW#KDV#GRQH#FXVWRPHU#VHUYLFH#VXUYH\V#LQ#WKH#SDVW#
DQG#VWDII#FHUWDLQO\#DSSHDU#RSHQ#WR#GRLQJ#DGGLWLRQDO#VXUYH\V#LQ#WKH#IXWXUH1

5HFRPPHQGDWLRQ <1459 :H#UHFRPPHQGHG#WKDW#WKH#$JHQF\#UHYLVLW#LWV#PHDVXUHV#IRU#WKH#
FXVWRPHU#SHUVSHFWLYH#RI#WKH#%DODQFHG#6FRUHFDUG1#7KLV#VKRXOG#LQFOXGH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4<6



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
HQKDQFHPHQWV#WR#WKH#PHDVXUHV#IRU#WKH#IOHHW#UHOLDELOLW\#DQG#FXVWRPHU#
FRQYHQLHQFH#REMHFWLYHV1

'HSDUWPHQWDO#UHVSRQVH <145: 90$#ZLOO#EH#UHYLHZLQJ#LWV#FXUUHQW#PHDVXUHV#WR#SUHGLFW#IOHHW#
UHOLDELOLW\#DQG#FXVWRPHU#FRQYHQLHQFH1#:KHQ#LQGXVWU\#PHDVXUHV#FDQ#EH#
LGHQWLILHG#WKH\#ZLOO#EH#DVVHVVHG#IRU#DFFHSWDELOLW\#IRU#XVH#LQ#WKH#%DODQFHG#
6FRUHFDUG1#,W#PXVW#EH#UHFRJQL]HG#WKDW#WKH#FRVW/#WLPH#DQG#DYDLODELOLW\#RI#
GDWD#LV#DQ#LPSRUWDQW#IDFWRU#LQ#VHOHFWLQJ#PHDVXUHV1

3UHYHQWDWLYH#PDLQWHQDQFH <145; 2XU#IRXUWK#FULWHULRQ#ZDV=

7KH#9HKLFOH#0DQDJHPHQW#$JHQF\#VKRXOG#HQVXUH#WKDW#DGHTXDWH#
SUHYHQWDWLYH#PDLQWHQDQFH#LV#SURYLGHG#WR#JRYHUQPHQW#FDUV/#
H[HFXWLYH#FDUV/#DQG#OLJKW#WUXFNV/#WR#DYRLG#LQFUHDVHG#UHSDLU#
FRVWV#LQ#WKH#IXWXUH1#

<145< ,QWXLWLYHO\/#ZHOO0PDLQWDLQHG#YHKLFOHV#VKRXOG#ODVW#ORQJHU#DQG#FRVW#
OHVV#WR#RSHUDWH1#'HOD\V#LQ#UHFRPPHQGHG#SUHYHQWDWLYH#PDLQWHQDQFH#ZRUN#
PD\#UHVXOW#LQ#LQFUHDVHG#UHSDLU#DQG#PDLQWHQDQFH#FRVWV#LQ#WKH#IXWXUH1#$#
SUHYHQWDWLYH#PDLQWHQDQFH#SURJUDP#LV#DOVR#LPSRUWDQW#LQ#HQVXULQJ#WKDW#WKH#
PDQXIDFWXUHU·V#ZDUUDQW\#LV#QRW#LQYDOLGDWHG1

<1463 7KHUH#DUH#HVVHQWLDOO\#IRXU#FRPSRQHQWV#WR#WKH#$JHQF\·V#SURJUDP#
IRU#PDLQWHQDQFH#RI#YHKLFOHV1#)LUVWO\/#WKHUH#LV#D#SUHYHQWDWLYH#PDLQWHQDQFH#
SURJUDP#GHYHORSHG#LQ#DFFRUGDQFH#ZLWK#PDQXIDFWXUHU#VSHFLILFDWLRQV1#
6HFRQGO\/#VWDWXWH#UHTXLUHV#D#0RWRU#9HKLFOH#,QVSHFWLRQ#RQ#D#\HDUO\#EDVLV1#
7KLUGO\/#GULYHUV#RI#YHKLFOHV#DUH#DVVLJQHG#D#ORJERRN/#LQ#ZKLFK#WKH\#FDQ#
GHWDLO#DQ\#PDLQWHQDQFH#LVVXHV#WKDW#QHHG#WR#EH#EURXJKW#WR#WKH#DWWHQWLRQ#RI#
WKHLU#UHSDLU#VKRS1#)RXUWKO\/#WKH#$JHQF\#FR0RUGLQDWHV#WKH#VFKHGXOLQJ#RI#
DOO#YHKLFOH#UHFDOO#ZRUN#WR#EH#SHUIRUPHG1#:H#H[DPLQH#HDFK#RI#WKHVH#
FRPSRQHQWV#LQ#WKH#VHFWLRQV#WKDW#IROORZ1

)ROORZLQJ#PDQXIDFWXUHUV·#
VSHFLILFDWLRQV

<1464 7KH#$JHQF\#KDV#GHYHORSHG#D#SUHYHQWDWLYH#PDLQWHQDQFH#SURJUDP#
LQ#DFFRUGDQFH#ZLWK#PDQXIDFWXUHUV·#VSHFLILFDWLRQV1#3UHYHQWDWLYH#
PDLQWHQDQFH#VHUYLFLQJ#IRU#&ODVV#$#DQG#%#YHKLFOHV#LV#UHIHUUHG#WR#DV#30$#
VHUYLFLQJ#DQG#LV#GXH#HYHU\#WKUHH#PRQWKV#RU#8/333#NLORPHWUHV/#ZKLFKHYHU#
FRPHV#ILUVW1#5HSRUWV#DUH#DYDLODEOH#LQ#)06#WKDW#GHQRWH#DOO#30$#ZRUN#WKDW#
LV#GXH#RQ#D#SDUWLFXODU#YHKLFOH#IRU#DQ\#JLYHQ#PRQWK1

<1465 $OWKRXJK#WKLV#SURJUDP#LV#LQ#SODFH/#VKRS#VWDII#ZH#LQWHUYLHZHG#
LQIRUPHG#XV#WKH\#DUH#QRW#SURDFWLYH#LQ#VFKHGXOLQJ#YHKLFOHV#IRU#
SUHYHQWDWLYH#PDLQWHQDQFH1#7KH\#HLWKHU#ZDLW#IRU#WKH#GULYHU#WR#FRQWDFW#
WKHP#IRU#DQ#DSSRLQWPHQW/#RU#GR#WKH#ZRUN#ZKHQ#WKH#YHKLFOH#LV#EURXJKW#LQ#
IRU#DQRWKHU#SUREOHP1#2XU#RZQ#DXGLWLQJ#RI#)06#UHYHDOHG#WKDW#63(#RI#LQ#
VHUYLFH#FODVV#$#DQG#%#DVVHWV#KDG#QR#UHFRUG#RI#KDYLQJ#D#30$#LQ#RYHU#
WKUHH#PRQWKV1#

<1466 )XUWKHU/#HYHQ#LI#WKH#´30$#GXH#UHSRUWVµ#ZHUH#EHLQJ#XVHG#RQ#D#
FRQVLVWHQW#EDVLV/#WKH\#DSSHDU#WR#KDYH#VRPH#OLPLWDWLRQV#WKDW#ZRXOG#PHDQ#
FHUWDLQ#YHKLFOHV#ZRXOG#VWLOO#QRW#EH#UHFHLYLQJ#WKH#30$#VHUYLFLQJ#DW#WKH#
4<7 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
SURSHU#WLPH1#7KLV#LV#EHFDXVH#WKH#´30$#GXHµ#FULWHULRQ#LV#EDVHG#RQ#WLPH#
RQO\1#7KLV#FDQ#SRVH#SUREOHPV#IRU#YHKLFOHV#LQ#GHSDUWPHQWV#OLNH#3XEOLF#
6DIHW\#ZKHUH#WKH\#PD\#SXW#RQ#WKRXVDQGV#RI#NLORPHWUHV#D#PRQWK1#7KHVH#
YHKLFOHV#FRXOG#EH#GXH#IRU#VHUYLFLQJ#PRQWKO\/#EXW#WKH\#ZRXOG#RQO\#VKRZ#
XS#RQ#WKH#30$#GXH#UHSRUW#HYHU\#WKUHH#PRQWKV1#:H#VXJJHVWHG#WKDW#WKH#
$JHQF\#UHLQIRUFH#WR#WKH#GULYHUV#WKH#LPSRUWDQFH#RI#EULQJLQJ#YHKLFOHV#LQ#
IRU#30$#VHUYLFLQJ#WKDW#KDYH#UHDFKHG#WKH#8/333#NLORPHWUH#SRLQW#EHIRUH#
WKUHH#PRQWKV1#

<1467 3UHYHQWDWLYH#PDLQWHQDQFH#LV#LPSRUWDQW1#,I#WKH#SURJUDP#LV#
IROORZHG/#LW#QRW#RQO\#KHOSV#WR#SURORQJ#WKH#OLIH#RI#WKH#YHKLFOHV/#EXW#LW#DOVR#
FRQWULEXWHV#WR#DQ#RYHUDOO#VDIH#GULYLQJ#FRQGLWLRQ1#$QG#LW#LV#RIWHQ#D#
QHFHVVDU\#SDUW#RI#FRPSO\LQJ#ZLWK#WKH#PDQXIDFWXUHU·V#ZDUUDQW\#
FRQGLWLRQV1#7KH#$JHQF\#QHHGV#WR#EH#PRUH#SURDFWLYH#ZLWK#LWV#SUHYHQWDWLYH#
PDLQWHQDQFH#SURJUDP>#RWKHUZLVH#LW#LV#QRW#VKRZLQJ#GXH#UHJDUG#WR#
HFRQRP\1

<1468 :KLOH#WKH#$JHQF\#UHOLHV#KHDYLO\#RQ#GULYHUV#WR#VFKHGXOH#WKHLU#RZQ#
DSSRLQWPHQWV/#30$#GXH#UHSRUWV#DUH#QRW#FLUFXODWHG#WR#XVHU#GHSDUWPHQWV1#
:H#IHHO#WKLV#ZRXOG#VHUYH#DV#D#XVHIXO#UHPLQGHU#IRU#GULYHUV1#

5HFRPPHQGDWLRQ <1469 :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#WKDW#DOO#LQ0VHUYLFH#DVVHWV#
KDYH#SUHYHQWDWLYH#PDLQWHQDQFH#VHUYLFLQJ#RQ#D#WLPHO\#EDVLV/#E\#
PDNLQJ#GULYHUV#DQG#YHKLFOH#FR0RUGLQDWRUV#PRUH#DZDUH#RI#UHTXLUHG#
VHUYLFLQJ1

'HSDUWPHQWDO#UHVSRQVH <146: 90$#DJUHHV#ZLWK#WKLV#UHFRPPHQGDWLRQ1#90$/#LQ#FRQMXQFWLRQ#
ZLWK#GLVWULFW#VWDII/#ZLOO#GLVFXVV#WKLV#LVVXH#DQG#GHWHUPLQH#ZKDW#LV#WKH#PRVW#
DSSURSULDWH#PHWKRG#RI#HQVXULQJ#WKDW#WKH#FOLHQWV#DUH#PDGH#DZDUH#RI#WKH#
UHTXLUHG#>SUHYHQWDWLYH#PDLQWHQDQFH@#SURJUDPV1

0RWRU#9HKLFOH#,QVSHFWLRQ#
+09,,

<146; :H#ZHUH#SOHDVHG#WR#QRWH#WKDW#DOO#VKRS#VWDII#ZH#LQWHUYLHZHG#GLG#
KDYH#D#V\VWHPDWLF#DSSURDFK#WR#VFKHGXOLQJ#YHKLFOHV#IRU#DQ#09,1#2QH#VKRS#
VXSHUYLVRU#NHSW#D#ODUJH#FDOHQGDU#W\SH#OLVW#VKRZLQJ#ZKDW#YHKLFOHV#ZHUH#
GXH#LQ#ZKDW#PRQWK1#7KH#GULYHUV#ZRXOG#EH#FRQWDFWHG#ZHOO#LQ#DGYDQFH#WR#
EULQJ#WKHLU#YHKLFOHV#LQ#IRU#DQ#09,1#:KHQ#WKH#LQVSHFWLRQ#ZDV#GRQH/#WKH#
YHKLFOH#ZRXOG#EH#FURVVHG#RII#WKH#OLVW1#$OVR/#WKHUH#LV#DQ#09,#GXH#UHSRUW#
WKDW#LV#DYDLODEOH#LQ#)061#7KLV#UHSRUW#OLVWV#DOO#YHKLFOHV#WKDW#DUH#GXH#RU#
RYHUGXH#IRU#09,V1#7KLV#LV#D#XVHIXO#WRRO#IRU#ERWK#VFKHGXOLQJ#09,V#DQG#
IROORZLQJ#XS#RQ#WKRVH#WKDW#ZHUH#RYHUGXH1#6WDII#ZH#LQWHUYLHZHG#LQIRUPHG#
XV#WKH\#ZHUH#LQGHHG#XWLOL]LQJ#WKHVH#UHSRUWV#RQ#D#UHJXODU#EDVLV1#

3URSHU#XVH#RI#ORJERRN <146< $OO#GULYHUV#RI#JRYHUQPHQW#YHKLFOHV#DUH#H[SHFWHG#WR#XWLOL]H#DQ#
DVVLJQHG#ORJERRN1#7KH#ORJERRN#FRQVLVWV#RI#D#´GDLO\#UHFRUG#RI#YHKLFOH#
XVDJHµ/#DQG#D#´GULYHU·V#YHKLFOH#FRQGLWLRQ#UHSRUWµ1#7KH#´GDLO\#UHFRUG#RI#
YHKLFOH#XVDJHµ/#ZKLFK#GHWDLOV#PLOHDJH#DQG#IXHO#REWDLQHG/#LV#WR#EH#
VXEPLWWHG#PRQWKO\#WR#WKH#GHSDUWPHQWDO#YHKLFOH#FR0RUGLQDWRU#IRU#
UHFRUGLQJ#RI#IXHO#XVDJH1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4<8



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
<1473 7KH#´GULYHU·V#YHKLFOH#FRQGLWLRQ#UHSRUWµ#GHWDLOV#SRVVLEOH#UHSDLU#
LWHPV#WKDW#WKH#GULYHU#IHHOV#UHTXLUH#DWWHQWLRQ1#7KHVH#UHSRUWV#DUH#WR#EH#
VXEPLWWHG#RQ#D#ZHHNO\#EDVLV#E\#GULYHUV#WR#ORFDO#UHSDLU#VKRSV/#UHJDUGOHVV#
RI#ZKHWKHU#WKHUH#DUH#LVVXHV#ZLWK#WKH#YHKLFOH#RU#QRW1#:KLOH#WKLV#VRXQGV#
ILQH#LQ#WKHRU\/#VKRS#VWDII#LQIRUP#XV#WKDW#LQ#UHDOLW\/#WKH\#UHFHLYH#OHVV#WKDQ#
KDOI#RI#WKHVH#UHSRUWV1#

5HFRPPHQGDWLRQ <1474 :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#DOO#GULYHUV#VXEPLW#
%GULYHU·V#YHKLFOH#FRQGLWLRQ#UHSRUWV%#DV#UHTXLUHG1#

'HSDUWPHQWDO#UHVSRQVH <1475 90$#ZLOO#EULQJ#WKLV#LVVXH#WR#WKH#DWWHQWLRQ#RI#WKH#FOLHQW#
GHSDUWPHQWV#DQG#PRQLWRU#IRU#LPSURYHPHQW#LQ#UHVXOWV1

5HVSRQGLQJ#WR#UHFDOOV <1476 3HULRGLFDOO\#WKH#$JHQF\#UHFHLYHV#UHFDOOV#IURP#YDULRXV#
PDQXIDFWXUHUV1#$JHQF\#VWDII#HQWHU#WKH#UHFDOO#LQIRUPDWLRQ#DQG#WKH#
YHKLFOHV#WR#ZKLFK#WKH#UHFDOOV#DSSO\#LQWR#)061#7KH#$JHQF\#DOVR#VHQGV#D#
KDUG#FRS\#RI#HDFK#UHFDOO#WR#WKH#VKRS#VXSHULQWHQGHQWV/#ZKR#DUH#XOWLPDWHO\#
UHVSRQVLEOH#WR#HQVXUH#WKDW#UHSDLU#IDFLOLWLHV#DUH#DZDUH#RI#WKH#UHFDOO1#
$JHQF\#VWDII#WKHQ#VFKHGXOH#DSSRLQWPHQWV#ZLWK#WKH#DSSURSULDWH#GHDOHU#WR#
SHUIRUP#WKH#UHFDOO#ZRUN1#

<1477 'HVSLWH#YDULRXV#FKHFNV#DQG#EDODQFHV#LQ#SODFH#WR#HQVXUH#UHFDOOV#
DUH#GRQH#LQ#D#WLPHO\#IDVKLRQ/#RXU#RZQ#DXGLWLQJ#UHYHDOHG#WKDW#69(#RI#
UHFDOOV#UHFHLYHG#ZHUH#QRW#FRPSOHWH#DV#RI#0DUFK 53351#)XUWKHU/#DQ#DJLQJ#
DQDO\VLV#VKRZHG#WKDW#63(#ZHUH#RXWVWDQGLQJ#IRU#RYHU#483#GD\V#DQG#98(#
IRU#RYHU#4;3#GD\V1#

<1478 $GGLWLRQDOO\/#ZH#GHWHUPLQHG#WKDW#$JHQF\#VWDII#DUH#QRW#
SULRULWL]LQJ#UHFDOO#DSSRLQWPHQWV#EDVHG#RQ#WKH#OHYHO#RI#ULVN1#2XU#DQDO\VLV#
UHYHDOHG#WKDW#PDQ\#RI#WKHVH#UHFDOOV#ZHUH#GXH#WR#YHKLFOHV#IDLOLQJ#WR#
FRQIRUP#WR#&DQDGD#0RWRU#9HKLFOH#6DIHW\#6WDQGDUGV1#:H#QRWHG#RQH#
VDIHW\#UHFDOO#GDWHG#0D\#5334#UHJDUGLQJ#D#SRWHQWLDO#IXHO#OHDN#DQG#ULVN#RI#
ILUH1#7KH#PDQXIDFWXUHU·V#QRWLFH#VWDWHG#WR#´FDOO#\RXU#GHDOHU#ZLWKRXW#
GHOD\µ1#$V#RI#0DUFK#5335/#WKLV#UHFDOO#ZRUN#RQ#D#SDUWLFXODU#YHKLFOH#KDG#
QRW#EHHQ#GRQH1

5HFRPPHQGDWLRQ <1479 :H#UHFRPPHQGHG#WKH#$JHQF\#IRUPDOL]H#SROLF\#WR#HQVXUH#WKDW#
DOO#PDQXIDFWXUHU#UHFDOOV#DUH#FRPSOHWHG#RQ#D#SULRULW\#EDVLV1#:H#
IXUWKHU#UHFRPPHQGHG#WKDW#VHULRXV#VDIHW\#UHODWHG#LWHPV#EH#JLYHQ#KLJK#
SULRULW\1#

'HSDUWPHQWDO#UHVSRQVH <147: 90$#KDV#SXW#LQ#SODFH#D#V\VWHP#WR#SULRULWL]H#DQG#IROORZ#XS#RQ#
PDQXIDFWXUHU#UHFDOOV#EDVHG#XSRQ#WKH#ULVN#DVVRFLDWHG#ZLWK#WKH#UHFDOO1#
6KRS#VWDII#ZLOO#EH#QRWLILHG#WKDW#WKH\#PXVW#DGGUHVV#DOO#FULWLFDO#UHFDOOV#DQG#
XSGDWH#DOO#GDWD#LQ#D#WLPHO\#PDQQHU1#

<147; 7KH#$*·V#UHSRUW#LQGLFDWHG#WKDW#69(#RI#UHFDOOV#UHFHLYHG#ZHUH#QRW#
FRPSOHWH#DV#RI#0DUFK#53351#,W#VKRXOG#EH#QRWHG#WKDW#XSRQ#IXUWKHU#IROORZ#
XS#RI#WKLV#LVVXH#E\#90$#VWDII/#LW#ZDV#IRXQG#WKDW#WKH#DFWXDO#QXPEHU#RI#
4<9 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
UHFDOOV#QRW#FRPSOHWHG#ZHUH#PLQLPDO1#6KRS#VWDII#DGGUHVVHG#WKH#PDMRULW\#RI#
UHFDOOV#KRZHYHU#LW#ZDV#QRWHG#WKDW#)06#UHFRUGV#ZHUH#QRW#XSGDWHG#LQ#D#
WLPHO\#PDQQHU#WR#UHIOHFW#WKLV#ZRUN1#$V#QRWHG#DERYH/#90$#KDV#
LPSOHPHQWHG#D#QHZ#YHKLFOH#UHFDOO#V\VWHP#ZKLFK#VKRXOG#DGGUHVV#WKLV#
UHSRUWLQJ#LVVXH1#

&RQFOXVLRQ <147< 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#:KLOH#WKH#$JHQF\#KDV#D#
SUHYHQWDWLYH#PDLQWHQDQFH#SURJUDP#LQ#SODFH/#LW#LV#QRW#DOZD\V#SUR0DFWLYH#LQ#
VFKHGXOLQJ#VXFK#PDLQWHQDQFH1#7KH#UHVXOW#LV#WKDW#SUHYHQWDWLYH#
PDLQWHQDQFH#LV#QRW#DOZD\V#EHLQJ#GRQH#LQ#D#WLPHO\#IDVKLRQ1#5HFDOO#ZRUN#LV#
DOVR#DQ#LVVXH1#7KH#$JHQF\#QHHGV#D#SULRULW\#VHWWLQJ#PHFKDQLVP#WR#HQVXUH#
KLJK#SULRULW\#UHFDOOV#DUH#UHFHLYLQJ#SURPSW#DWWHQWLRQ1#

5HSDLU#YHUVXV#GLVSRVDO#
GHFLVLRQV

<1483 2XU#ILIWK#FULWHULRQ#ZDV=#

'HFLVLRQV#FRYHULQJ#UHSDLU2GLVSRVDO#DOWHUQDWLYHV#VKRXOG#EH#
EDVHG#RQ#DGHTXDWH#DQDO\VLV1#

<1484 7LPHO\#UHSODFHPHQW#RI#YHKLFOHV#LV#RQH#RI#WKH#NH\#GHFLVLRQV#LQ#
IOHHW#PDQDJHPHQW1#+DQJLQJ#RQ#WR#D#YHKLFOH#WRR#ORQJ#FDQ#OHDG#WR#
LQFUHDVHG#UHSDLU#FRVWV/#LQFUHDVHG#GRZQ#WLPH#IRU#YHKLFOHV/#DQG#VDIHW\#
FRQFHUQV#IRU#GULYHUV1#2Q#WKH#RWKHU#VLGH#WKRXJK/#LI#YHKLFOHV#DUH#UHSODFHG#
WRR#VRRQ/#WKLV#PD\#QRW#EH#HFRQRPLFDO1

5HSODFHPHQW#EDVHG#RQ#OLIH#
F\FOH#FRVWLQJ

<1485 &XUUHQWO\/#WKH#$JHQF\#GHWHUPLQHV#WKH#OHYHO#RI#YHKLFOH#
UHSODFHPHQW#IRU#GHSDUWPHQWV1#7KH#$JHQF\#VHWV#D#SXUFKDVH#DOORWPHQW#HDFK#
\HDU#IRU#HDFK#FOLHQW#GHSDUWPHQW#LQ#LWV#%XVLQHVV#3ODQ1#%HFDXVH#LQGLYLGXDO#
GHSDUWPHQWV#GR#QRW#JHW#D#FDSLWDO#EXGJHW#IURP#JRYHUQPHQW#IRU#YHKLFOHV/#
WKH#$JHQF\#LQFXUV#WKH#LQLWLDO#FDSLWDO#FRVWV#DQG#FKDUJHV#WKHP#EDFN#WR#WKH#
FOLHQW#WKURXJK#LWV#UDWH#VWUXFWXUH1#,Q#533405335/#WKH#$JHQF\#HVWLPDWHG#
WKH\#ZRXOG#SXUFKDVH#486#FDUV#DQG#OLJKW#WUXFNV#RQ#EHKDOI#RI#GHSDUWPHQWV1#

<1486 %DVHG#RQ#VRPH#OLIH#F\FOH#FRVWLQJ/#WKH#$JHQF\#KDV#GHWHUPLQHG#D#
UHSODFHPHQW#VFKHGXOH#EDVHG#RQ#DQ#RSWLPDO#OLIH#F\FOH#RI#VHYHQ#\HDUV#IRU#
&ODVV#$#YHKLFOHV#+FDUV,#DQG#VL[#\HDUV#IRU#&ODVV#%#YHKLFOHV#+WUXFNV,1

<1487 7KH#$JHQF\#KDV#QRW#\HW#UHDFKHG#WKLV#RSWLPDO#UHSODFHPHQW#
VFKHGXOH1#9HKLFOHV#DUH#UHSODFHG#DFFRUGLQJ#WR#ZKDW#WKH#EXGJHW#ZLOO#
FXUUHQWO\#DOORZ/#QRW#QHFHVVDULO\#WKH#RSWLPDO#UHSODFHPHQW#WLPH1#$Q#
$JHQF\#DQDO\VLV#VKRZV#WKDW#55(#RI#FDUV#+H[FOXGLQJ#H[HFXWLYH#YHKLFOHV,#
DQG#59(#RI#WUXFNV#DUH#HLJKW#\HDUV#ROG#RU#JUHDWHU1#7KDW#LV/#RYHU#53(#RI#
WKH#FDUV#DQG#OLJKW#WUXFNV#DUH#EH\RQG#WKH#RSWLPXP#UHSODFHPHQW#SRLQW1

<1488 ,W#LV#SRVVLEOH#WKDW#EXGJHW#UHVWUDLQWV#WKDW#GHOD\#UHSODFHPHQW#
EH\RQG#WKH#QRUP#FRXOG#EH#UHVXOWLQJ#LQ#IDOVH#HFRQRPLHV1#,I#D#YHKLFOH#LV#
QRW#UHSODFHG#DW#LWV#RSWLPDO#WLPH/#WKH#$JHQF\#DYRLGV#D#FDSLWDO#FRVW1#%XW#
WKLV#FDQ#WXUQ#LQWR#D#IDOVH#HFRQRP\#DV#IXWXUH#UHSDLU#ELOOV#PRXQW#DQG#WKH#
XVHU#IDFHV#LQFUHDVHG#GRZQWLPH#DQG#VDIHW\#FRQFHUQV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4<:



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
5HFRPPHQGDWLRQ <1489 :H#UHFRPPHQGHG#WKH#$JHQF\#DWWHPSW#WR#UHSODFH#YHKLFOHV#
DFFRUGLQJ#WR#LWV#RZQ#OLIH#F\FOH#FRVWLQJ#SODQ1#

'HSDUWPHQWDO#UHVSRQVH <148: 90$#DJUHHV#ZLWK#WKH#UHFRPPHQGDWLRQ#DQG#ZLOO#FRQWLQXH#WR#
UHSODFH#YHKLFOHV#XVLQJ#WKH#YDULRXV#HYDOXDWLRQ#SURFHGXUHV#LW#KDV#DW#LWV#
GLVSRVDO#ZKLOH#VWD\LQJ#ZLWKLQ#LWV#EXGJHWHG#DOORWPHQW1

,QVSHFWLRQ#SURFHVV#0#GHFLGLQJ#WR#
GLVSRVH#RI#D#YHKLFOH

<148; :KHQ#VWDII#IHHO#WKHUH#LV#D#SUREOHP#ZLWK#D#SDUWLFXODU#YHKLFOH#
ZKLFK#PLJKW#LQGLFDWH#LW#KDV#UHDFKHG#WKH#SRLQW#ZKHUH#LW#VKRXOG#EH#GLVSRVHG#
RI/#WKH\#FDOO#RQH#RI#IRXU#UHJLRQDO#LQVSHFWRUV1#7KHVH#LQGLYLGXDOV#DUH#
WUDLQHG#WR#SHUIRUP#YHKLFOH#LQVSHFWLRQV#IRU#WKH#SXUSRVH#RI#PDNLQJ#D#
GHFLVLRQ#WR#HLWKHU#UHSDLU#RU#GLVSRVH#RI#D#YHKLFOH1#7KH#LQVSHFWRU#FRPSOHWHV#
DQ#HTXLSPHQW#LQVSHFWLRQ#UHSRUW#WKDW#ZRXOG#EH#XVHG#WR#IDFLOLWDWH#WKH#
GHFLVLRQ1#

<148< 7KHUH#DUH#QR#IRUPDO#JXLGHOLQHV#DV#WR#ZKHQ#WR#XVH#WKHVH#
LQVSHFWRUV1#)RU#H[DPSOH/#LQVSHFWRUV#GR#QRW#LQVSHFW#DOO#FODVV#$#YHKLFOHV#
RYHU#VHYHQ#\HDUV#ROG#WR#GHWHUPLQH#ZKHWKHU#WKH\#JHW#D#´SDVVLQJ#JUDGHµ/#
RU#LI#WKH\#VKRXOG#EH#GLVSRVHG#RI1#

<1493 )XUWKHU/#ZKLOH#WKHUH#DUH#VSHQGLQJ#OLPLWV#WKDW#UHTXLUH#DSSURYDO#IRU#
LQGLYLGXDO#UHSDLU#MREV/#WKHUH#DUH#QR#OLIHWLPH#RU#DQQXDO#VSHQGLQJ#OLPLWV#
WKDW#ZRXOG#WULJJHU#DQ#LQVSHFWLRQ#IURP#D#UHJLRQDO#LQVSHFWRU1#7KDW#LV/#RQH#
PLJKW#H[SHFW#WKDW#DIWHU#D#YHKLFOH#KDG#DFFXPXODWHG#D#FHUWDLQ#DPRXQW#RI#
OLIHWLPH#PDLQWHQDQFH#DQG#UHSDLU#FRVWV/#WKHUH#PLJKW#EH#VRPH#LQGLFDWLRQ#
WKDW#WKH#YHKLFOH#UHTXLUHG#LQVSHFWLRQ1#

<1494 'XULQJ#RXU#DXGLW#ZH#GHWHUPLQHG#WKDW#WKHUH#ZHUH#VHYHUDO#YHKLFOHV#
WKDW/#LQ#RXU#RSLQLRQ/#KDYH#KDG#KLJK#UHSDLU#FRVWV1#:H#REWDLQHG#GDWD#IURP#
)06#GHWDLOLQJ#WKH#&ODVV#$#DQG#%#DVVHWV#ZLWK#WKH#KLJKHVW#UHSDLU#DQG#
PDLQWHQDQFH#FRVWV#IRU#WKH#\HDU#5333053341#$OO#FRVWV#H[FOXGHG#DFFLGHQWV#
DQG#FDSLWDO#FRVWV1#7KH#UHSDLU#GROODUV#VSHQW#IRU#WKH#ILYH#YHKLFOHV#ZLWK#WKH#
KLJKHVW#\HDUO\#UHSDLU#FRVWV#DV#UHFRUGHG#LQ#)06#UDQJHG#IURP#
':/633 0 '45/333#SHU#DVVHW1#$GGLWLRQDOO\#ZH#UHYLHZHG#GDWD#IURP#)06#
RQ#WKH#ILYH#DVVHWV#ZLWK#WKH#KLJKHVW#UHSDLU#DQG#PDLQWHQDQFH#FRVWV#RYHU#WKH#
OLIH#RI#WKH#DVVHW1#7KH#)06#UHSRUW#UHYHDOHG#WKDW#VXFK#H[SHQGLWXUHV#UDQJHG#
IURP#'8:/333#0#'95/333#SHU#DVVHW1#2I#WKHVH#&ODVV#$#DQG#%#DVVHWV/#WKHUH#
ZDV#RQO\#HYLGHQFH#RI#WKUHH#YHKLFOH#LQVSHFWLRQ#UHSRUWV#SUHSDUHG#E\#
UHJLRQDO#VHUYLFH#FR0RUGLQDWRUV1#2QH#LQVSHFWLRQ#UHFRPPHQGHG#
UHSODFHPHQW/#EXW#WKHQ#UHFRPPHQGHG#WR#´UXQ#GXH#WR#ODFN#RI#PRQH\µ1

5HFRPPHQGDWLRQ <1495 :H#UHFRPPHQGHG#WKH#$JHQF\#UHYLHZ#WKH#UROH#RI#UHJLRQDO#
LQVSHFWRUV#DQG#GHYHORS#JXLGHOLQHV#IRU#PRUH#V\VWHPDWLF#LQVSHFWLRQ#
VFKHGXOHV1#)RU#H[DPSOH/#LQVSHFWRUV#FRXOG#LQVSHFW#DOO#DVVHWV#RYHU#WKH#
RSWLPDO#UHSODFHPHQW#DJH#RU#DOO#DVVHWV#WKDW#H[FHHG#SUH0HVWDEOLVKHG#
DQQXDO#DQG2RU#OLIHWLPH#VSHQGLQJ#OLPLWV1

'HSDUWPHQWDO#UHVSRQVH <1496 #6WDII#KDYH#LQWLPDWH#NQRZOHGJH#RI#DVVHWV#DVVLJQHG#WR#WKHLU#VKRS1#
,QVSHFWLRQV#DUH#PDGH#EDVHG#RQ#WKHLU#UHTXHVW1#7KHVH#LQVSHFWLRQV#DUH#LQ#
4<; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
WKHPVHOYHV#DGGHG#VHFXULW\#WKDW#WKH#GLVSRVDO#GHFLVLRQ#PDGH#LV#WKH#ULJKW#RQH1#
&RQVLGHUDWLRQ#PXVW#EH#JLYHQ#WR#WKH#FRVW#RI#LPSOHPHQWLQJ#IXUWKHU#PHDVXUHV1

5HSODFHPHQW#RI#H[HFXWLYH#
YHKLFOHV

<1497 'LVSRVDO#GHFLVLRQV#IRU#VR0FDOOHG#H[HFXWLYH#YHKLFOHV#DUH#D#VSHFLDO#
FDVH#EHFDXVH#WKH#YHKLFOH#IRUPV#SDUW#RI#D#FRPSHQVDWLRQ#SDFNDJH#RIIHUHG#
E\#JRYHUQPHQW1#$V#VHW#RXW#LQ#UHJXODWLRQV#XQGHU#WKH#)LQDQFLDO#
$GPLQLVWUDWLRQ#$FW/#'HSXW\#+HDGV#PD\#SXUFKDVH#WKHLU#JRYHUQPHQW#
YHKLFOH#HYHU\#IRXU#\HDUV#UHJDUGOHVV#RI#PLOHDJH1#0LQLVWHUV#PD\#UHSODFH#
WKHLU#YHKLFOHV#HYHU\#IRXU#\HDUV#RU#483/333#NP/#ZKLFKHYHU#FRPHV#ILUVW1#
+RZHYHU/#0LQLVWHUV#FDQ#RQO\#SXUFKDVH#WKHLU#YHKLFOH#ZKHQ#WKH\#FHDVH#WR#
EH#D#PHPEHU#RI#WKH#([HFXWLYH#&RXQFLO1

<1498 $V#SDUW#RI#RXU#DXGLW/#ZH#ORRNHG#DW#WKH#DSSURYDO#SURFHVV#LQ#SODFH#
IRU#UHSDLU#ZRUN#GRQH#WR#H[HFXWLYH#YHKLFOHV#MXVW#SULRU#WR#WUDQVIHU#RI#
RZQHUVKLS1#6KRS#VWDII#ZH#LQWHUYLHZHG#LQIRUPHG#XV#WKH\#ZHUH#VRPHWLPHV#
FRQIXVHG#RYHU#ZKDW#WR#GR#DQG#QRW#GR#WR#DQ#H[HFXWLYH#YHKLFOH#SULRU#WR#
GLVSRVDO1#6WDII#LQIRUPHG#XV#WKH\#VRPHWLPHV#UHVRUW#WR#DVNLQJ#PDQDJHPHQW#
DW#KHDG#RIILFH#IRU#DSSURYDO1#7KHUH#DUH#PDQ\#LWHPV#DQ#H[HFXWLYH#GULYHU#
PLJKW#ZDQW#UHSDLUHG#SULRU#WR#SXUFKDVH1#7KH#SUREOHP#OLHV#LQ#NQRZLQJ#
ZKDW#LV#IDLU#DQG#UHDVRQDEOH#IRU#ERWK#WKH#SXUFKDVHU#DQG#JRYHUQPHQW1#
6KRXOG#WKH#YHKLFOH#EH#VROG#´DV#LVµ#RU#VKRXOG#D#VLJQLILFDQW#DPRXQW#RI#
ZRUN#EH#GRQH#SULRU#WR#SXUFKDVH"#:H#ZHUH#VXUSULVHG#WR#QRWH#WKDW#WKHUH#LV#
QR#IRUPDO#SROLF\#LQ#WKLV#UHJDUG1

<1499 :H#ORRNHG#DW#ZRUN#RUGHU#KLVWRU\#UHSRUWV#DQG#VRPH#DFWXDO#
LQYRLFHV#IRU#HLJKW#H[HFXWLYH#YHKLFOHV#WKDW#ZHUH#GLVSRVHG#RI#DQG#
VXEVHTXHQWO\#VROG#WR#H[HFXWLYH#GULYHUV1#:H#QRWHG#WKDW#WKHUH#ZHUH#YDU\LQJ#
GHJUHHV#RI#ZRUN#GRQH#RQ#WKHVH#YHKLFOHV#SULRU#WR#GLVSRVDO1#,Q#WZR#FDVHV/#
ZH#QRWHG#WKDW#VHWV#RI#IRXU#QHZ#WLUHV#ZHUH#LQVWDOOHG#RQ#WKH#GD\#RI#GLVSRVDO1#
,Q#RQH#RI#WKHVH#FDVHV/#WKH#WLUHV#KDG#EHHQ#URWDWHG#DQG#EDODQFHG#WKH#SULRU#
PRQWK1#:H#IXUWKHU#QRWHG#LQVWDQFHV#ZKHUH#HQJLQH#ZRUN#DQG#WUDQVPLVVLRQ#
UHSODFHPHQWV#ZHUH#GRQH#MXVW#SULRU#WR#GLVSRVDO/#DQG#ZKHUH#VSHDNHUV#DQG#
DLU#FRQGLWLRQHUV#ZHUH#UHSDLUHG/#DQG#PDMRU#FDU#FOHDQLQJ#ZDV#GRQH1#

5HFRPPHQGDWLRQ <149: :H#UHFRPPHQGHG#WKH#$JHQF\#IRUPDOL]H#DQG#HQIRUFH#SROLF\#
UHJDUGLQJ#ZRUN#WR#EH#GRQH#RQ#H[HFXWLYH#YHKLFOHV#SULRU#WR#GLVSRVDO1

'HSDUWPHQWDO#UHVSRQVH <149; #7KH#FXUUHQW#SROLF\#LV#WR#DGGUHVV#VDIHW\#DQG#RSHUDWLQJ#LVVXHV#
DVVRFLDWHG#ZLWK#WKH#YHKLFOH1#7KLV#KDV#EHHQ#HQIRUFHG#LQ#WKH#SDVW#DQG#ZLOO#
FRQWLQXH#WR#EH#HQIRUFHG#LQ#WKH#IXWXUH1

<149< :H#IROORZHG#XS#RQ#WKLV#UHVSRQVH#ZLWK#WKH#'HSDUWPHQW#DQG#
FRQILUPHG#WKHUH#LV#QR#IRUPDO#GRFXPHQWHG#SROLF\1

&RQFOXVLRQ <14:3 7KLV#FULWHULRQ#ZDV#QRW#PHW1#7KH#$JHQF\#KDV#FDUULHG#RXW#VRPH#
OLIH#F\FOH#FRVWLQJ#DQG#KDV#HVWDEOLVKHG#DQ#RSWLPDO#UHSODFHPHQW#VFKHGXOH1#
%XW#YHKLFOH#UHSODFHPHQW#LV#QRW#EDVHG#RQ#WKLV#OLIH#F\FOH#FRVWLQJ#DQG#
LQIRUPDWLRQ#RQ#WKH#FRVWV#DVVRFLDWHG#ZLWK#PDLQWDLQLQJ#YHKLFOHV#EH\RQG#
WKHLU#HFRQRPLF#OLYHV#LV#QRW#NQRZQ1#)XUWKHU/#WKHUH#LV#QR#V\VWHPDWLF#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 4<<



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
SURJUDP#WR#LQVSHFW#YHKLFOHV#PHHWLQJ#FHUWDLQ#FULWHULD#VXFK#DV#OLIHWLPH#FRVW#
RU#DJH#WR#GHWHUPLQH#ZKHWKHU#WKH\#VKRXOG#UHPDLQ#LQ#WKH#IOHHW1#)LQDOO\/#
WKHUH#DSSHDUV#WR#EH#D#QHHG#IRU#PRUH#JXLGDQFH#LQ#GHWHUPLQLQJ#WKH#
DFFHSWDEOH#OHYHO#RI#UHSDLU#WKDW#VKRXOG#EH#SHUIRUPHG#SULRU#WR#GLVSRVDO#RI#
DQ#H[HFXWLYH#YHKLFOH1

)XHO#XVDJH <14:4 2XU#VHFRQG#REMHFWLYH#ZDV=

7R#GHWHUPLQH#LI#WKH#9HKLFOH#0DQDJHPHQW#$JHQF\#KDV#DGHTXDWH#
V\VWHPV#DQG#SUDFWLFHV#LQ#SODFH#WR#PRQLWRU#DQG#FRQWURO#WKH#
XVDJH#RI#IXHO#IRU#JRYHUQPHQW#FDUV#DQG#OLJKW#WUXFNV1

<14:5 &XUUHQWO\#WKHUH#DUH#434#JRYHUQPHQW0RZQHG#IXHO#VLWHV#LQ#WKH#
3URYLQFH1#0DQ\#VLWHV#KDYH#WZHQW\0IRXU#KRXU#DFFHVV1#2I#WKH#434#IXHO#
VLWHV/#7<#DUH#DXWRPDWHG#DQG#UHTXLUH#XVHUV#WR#VZLSH#WKHLU#FDUGV#IRU#DFFHVV1#
7KH#UHPDLQLQJ#VLWHV#DUH#PDQXDO1#+8VHUV#DUH#UHTXLUHG#WR#UHFRUG#WKHLU#IXHO#
XVDJH#PDQXDOO\#RQ#IXHO#LVVXH#VKHHWV1,#7KHVH#IXHO#VLWHV#FROOHFWLYHO\#
GLVSHQVH#DSSUR[LPDWHO\#54#PLOOLRQ#OLWUHV#RI#IXHO#DQQXDOO\#WR#DOO#
JRYHUQPHQW#XVHUV1#'ULYHUV#RI#JRYHUQPHQW#YHKLFOHV#PD\#DOVR#REWDLQ#IXHO#
IURP#D#QXPEHU#RI#H[WHUQDO#YHQGRUV#XVLQJ#JRYHUQPHQW#IOHHW#FUHGLW#FDUGV1#
([WHUQDO#IXHO#SURYLGHUV#GLVSHQVH#DSSUR[LPDWHO\#915#PLOOLRQ#OLWUHV#RI#IXHO#
D#\HDU#WR#DOO#JRYHUQPHQW#XVHUV1#

)XHO#SROLF\ <14:6 2XU#ILUVW#FULWHULRQ#ZDV=

7KH#9HKLFOH#0DQDJHPHQW#$JHQF\#VKRXOG#KDYH#FOHDUO\#
GRFXPHQWHG#SROLF\#UHJDUGLQJ#WKH#LVVXDQFH#DQG#XVDJH#RI#IXHO#
FDUGV#DQG#FUHGLW#FDUGV1

<14:7 )XHO#DFFHVV#FDUGV#DQG#FUHGLW#FDUGV#DUH#LVVXHG#DQG#DGPLQLVWHUHG#
E\#WKH#$JHQF\1#7KH#$JHQF\#LVVXHV#WZR#IXHO#DFFHVV#FDUGV/#D#SHUVRQDO#FDUG#
DQG#D#YHKLFOH#FDUG#IRU#WKH#DFTXLVLWLRQ#RI#IXHO#IURP#JRYHUQPHQW#VLWHV1#$#
SHUVRQDO#DFFHVV#FDUG#LV#IRU#XVH#E\#WKH#GULYHU#DVVLJQHG#DV#WKH#FDUGKROGHU1#
,W#LV#QRW#WR#EH#XVHG#E\#DQ\#RWKHU#SHUVRQ1#$#YHKLFOH#DFFHVV#FDUG#LV#IRU#XVH#
E\#WKH#GULYHU#WR#IXHO#WKH#VSHFLILHG#YHKLFOH#IRU#ZKLFK#WKH#FDUG#ZDV#
DVVLJQHG1#7KH#GULYHU#LV#QRW#SHUPLWWHG#WR#XVH#WKH#YHKLFOH#DFFHVV#FDUG#RQ#
DQ\#RWKHU#YHKLFOH1#%RWK#FDUGV#PXVW#EH#SUHVHQWHG#IRU#IXHO#SXUFKDVHV#DW#
JRYHUQPHQW#IXHO#VLWHV1#$W#WKH#WLPH#RI#RXU#DXGLW/#WKHUH#ZHUH#44/399#
SHUVRQDO#DQG#YHKLFOH#DFFHVV#FDUGV#LVVXHG#LQ#WKH#3URYLQFH#IRU#DOO#W\SHV#RI#
YHKLFOHV1#

<14:8 $#JRYHUQPHQW#IOHHW#FUHGLW#FDUG#LV#LVVXHG#IRU#XVH#DW#H[WHUQDO#IXHO#
YHQGRUV1#7KLV#FDUG#LV#IRU#XVH#E\#WKH#GULYHU#WR#IXHO#WKH#VSHFLILHG#YHKLFOH#
IRU#ZKLFK#WKH#FDUG#ZDV#DVVLJQHG1#7KH#GULYHU#LV#QRW#DXWKRUL]HG#WR#XVH#WKH#
FDUG#RQ#DQ\#RWKHU#YHKLFOH1#*RYHUQPHQW#IOHHW#FUHGLW#FDUGV#KDYH#D#
SXUFKDVH#OLPLW#GLVSOD\HG#RQ#WKH#FDUG1#7KLV#SXUFKDVH#OLPLW#UDQJHV#IURP#
':8#WR#'5:81#7KH#RQO\#SHUPLVVLEOH#SXUFKDVHV#RWKHU#WKDQ#IXHO#DUH#IRU#
IOXLGV#VXFK#DV#DQWLIUHH]H/#ZLQGVKLHOG#ZDVKHU#DQG#OXEULFDQWV/#DQG#EDWWHU\#
ERRVWV/#ZDVK#MREV/#WLUH#UHSDLUV/#EHOWV/#ZLSHU#EODGHV/#YHKLFOH#ODPSV#DQG#
533 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
WRZLQJ1#$W#WKH#WLPH#RI#RXU#DXGLW/#WKHUH#ZHUH#7/569#JRYHUQPHQW#IOHHW#
FUHGLW#FDUGV#LVVXHG#LQ#WKH#3URYLQFH#IRU#DOO#W\SHV#RI#YHKLFOHV1#

<14:9 7KHUH#DUH#YDULRXV#SROLFLHV#WKDW#H[LVW#UHJDUGLQJ#WKH#LVVXDQFH#DQG#
XVDJH#RI#IXHO#FDUGV#+SHUVRQDO#DQG#YHKLFOH#DFFHVV#FDUGV,#DQG#JRYHUQPHQW#
IOHHW#FUHGLW#FDUGV1#

<14:: 7KH#9HKLFOH#3ROLF\#VWDWHV=##´FUHGLW#FDUGV#ZLOO#EH#LVVXHG#DQG#
PRQLWRUHG#DV#WR#XVH#E\#WKH#9HKLFOH#0DQDJHPHQW#'LYLVLRQ#RI#WKH#
'HSDUWPHQW#RI#7UDQVSRUWDWLRQ1µ#,Q#RXU#RSLQLRQ/#WKLV#FOHDUO\#VHWV#RXW#WKH#
$JHQF\·V#UHVSRQVLELOLWLHV1#+RZHYHU/#YHKLFOHV#DVVLJQHG#WR#0LQLVWHUV/#
'HSXW\#0LQLVWHUV#DQG#([HFXWLYH#$VVLVWDQWV#DUH#H[HPSW#IURP#WKLV#SROLF\1#
7KHUH#DUH#QR#FOHDU#GLUHFWLYHV#UHJDUGLQJ#UHVSRQVLELOLW\#IRU#PRQLWRULQJ#
H[HFXWLYH#XVDJH1#

<14:; 6RPH#DVSHFWV#RI#IXHO#DQG#FUHGLW#FDUGV#IRU#0LQLVWHUV#DUH#FRYHUHG#
LQ#JRYHUQPHQW#SROLF\/#DV#IROORZV=

&UHGLW#FDUGV#DUH#SURYLGHG#E\#9HKLFOH#0DQDJHPHQW#WR#FRYHU#
RSHUDWLQJ#FRVWV#DQG#PLQRU#UHSDLUV1#0DMRU#UHSDLUV#DUH#KDQGOHG#
WKURXJK#9HKLFOH#0DQDJHPHQW1#0LQLVWHUV#DUH#HQFRXUDJHG#WR#
XVH#JRYHUQPHQW#JDUDJHV#IRU#WKHLU#JDVROLQH#DV#WKHUH#LV#D#
FRQVLGHUDEOH#FRVW#VDYLQJV1#

<14:< +RZHYHU/#WKLV#GRFXPHQW#GRHV#QRW#SURYLGH#JXLGDQFH#UHJDUGLQJ#
PRQLWRULQJ#RI#IXHO#XVDJH#IRU#H[HFXWLYHV1#:KLOH#LQ#SUDFWLFH#$JHQF\#VWDII#
DUH#QRW#GLIIHUHQWLDWLQJ#EHWZHHQ#H[HFXWLYH#GULYHUV#DQG#RWKHU#GULYHUV#ZKHQ#
LW#FRPHV#WR#IXHO#PRQLWRULQJ/#ZH#IHHO#WKHUH#VKRXOG#EH#D#FOHDU#GLUHFWLYH#
UHJDUGLQJ#UHVSRQVLELOLW\#IRU#PRQLWRULQJ#H[HFXWLYH#IXHO#XVDJH1#

5HFRPPHQGDWLRQ <14;3 :H#UHFRPPHQGHG#WKH#$JHQF\#IRUPDOL]H#SROLF\#UHJDUGLQJ#
PRQLWRULQJ#RI#H[HFXWLYH#IXHO#XVDJH1

'HSDUWPHQWDO#UHVSRQVH <14;4 8QGHU#WKH#UHYLVHG#9HKLFOH#3ROLF\/#WKH#PRQLWRULQJ#RI#IXHO#XVDJH#LV#
WKH#UHVSRQVLELOLW\#RI#FOLHQW#GHSDUWPHQWV1#90$#ZLOO#DVVLVW#DOO#FOLHQWV#LQ#WKLV#
UHJDUG#E\#SURYLGLQJ#IXHO#XVDJH#UHSRUWV/#UHVSRQGLQJ#WR#LQTXLULHV/#HWF1

<14;5 7KH#UHYLVHG#9HKLFOH#3ROLF\#UHIHUUHG#WR#LQ#WKH#GHSDUWPHQWDO#
UHVSRQVH#ZDV#DSSURYHG#VXEVHTXHQW#WR#RXU#DXGLW1

&RQFOXVLRQ <14;6 :H#GHWHUPLQHG#WKDW#WKLV#FULWHULRQ#ZDV#PHW1#:H#IRXQG#WKHUH#LV#
VXIILFLHQW#SROLF\#UHJDUGLQJ#ERWK#WKH#LVVXDQFH#DQG#XVDJH#RI#IXHO#FDUGV#DQG#
FUHGLW#FDUGV#IRU#PRVW#XVHUV#ZLWK#RQH#H[FHSWLRQ1#:H#QRWHG#D#ODFN#RI#
IRUPDOL]HG#SROLF\#UHJDUGLQJ#PRQLWRULQJ#RI#IXHO#XVDJH#IRU#H[HFXWLYH#
XVHUV1#

&RPPXQLFDWLRQ#RI#SROLF\ <14;7 2XU#VHFRQG#FULWHULRQ#ZDV=

3ROLF\#UHJDUGLQJ#LVVXDQFH#DQG#XVDJH#RI#IXHO#FDUGV#DQG#FUHGLW#
FDUGV#VKRXOG#EH#FOHDUO\#FRPPXQLFDWHG#WR#XVHUV1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 534



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
<14;8 :KLOH#LW#LV#LPSRUWDQW#WR#KDYH#SROLF\#LQ#SODFH/#LW#LV#HTXDOO\#DV#
LPSRUWDQW#WR#HQVXUH#VXFK#SROLF\#KDV#EHHQ#DGHTXDWHO\#FRPPXQLFDWHG#WR#
XVHUV1#,I#WKH#UHOHYDQW#SDUWLHV#GR#QRW#NQRZ#ZKDW#WKH#SROLF\#LV#RU#KRZ#LW#
DSSOLHV#WR#WKHP/#WKH#SXUSRVH#RI#WKH#SROLF\#KDV#EHHQ#GHIHDWHG1#

<14;9 7KH#$JHQF\#LQIRUPHG#XV#WKDW#WKH\#KDYH#KHOG#WUDLQLQJ#VHVVLRQV#IRU#
YHKLFOH#FR0RUGLQDWRUV/#GLVWULEXWHG#KDQGERRNV#WR#DOO#QHZ#GULYHUV#DQG#KDYH#
GHYHORSHG#VHYHUDO#PHPRV#IRU#YHKLFOH#FR0RUGLQDWRUV#WR#UHOD\#LQIRUPDWLRQ#
WR#GULYHUV1#

<14;: %HFDXVH#WKHUH#DUH#VR#PDQ\#GULYHUV#LQ#JRYHUQPHQW/#GHSDUWPHQWDO#
YHKLFOH#FR0RUGLQDWRUV#DUH#H[SHFWHG#QRW#RQO\#WR#FROOHFW#IXHO#XVDJH#GDWD#
IURP#GULYHUV#IRU#VXEPLVVLRQ#WR#WKH#$JHQF\/#EXW#DOVR#WR#DFW#DV#VRPHZKDW#
RI#D#´PLGGOH#SHUVRQµ#EHWZHHQ#WKH#$JHQF\#DQG#GULYHUV1#$JHQF\#VWDII#
LQIRUPHG#XV#WKDW#ZKLOH#WKH\#SURYLGH#DOO#QHZ#GULYHUV#ZLWK#KDQGERRNV/#
WKH\#H[SHFW#WKDW#WKH#YHKLFOH#FR0RUGLQDWRUV#UHOD\#WKH#GHWDLOV#WR#XVHUV1#$V#
SDUW#RI#RXU#DXGLWLQJ#ZH#LQWHUYLHZHG#D#QXPEHU#RI#GULYHUV/#ERWK#DW#WKH#
GHSDUWPHQWDO#DQG#H[HFXWLYH#OHYHO1#:KLOH#WKH#PDMRULW\#RI#GULYHUV#NQHZ#D#
KDQGERRN#H[LVWHG/#IHZ#KDG#UHDG#LW#RU#NQHZ#ZKDW#LQIRUPDWLRQ#LW#
FRQWDLQHG1#

<14;; 7KHUH#ZHUH#VHYHUDO#DVSHFWV#RI#SROLF\#WKDW#GULYHUV#ZHUH#XQDZDUH#
RI#DQG#QRW#IROORZLQJ1#)RU#LQVWDQFH/#ZKLOH#SROLF\#VWDWHV#WKDW#GULYHU#DFFHVV#
FDUGV#DUH#WR#EH#XVHG#VROHO\#E\#WKH#SHUVRQ#WKH\#DUH#DVVLJQHG#WR/#GULYHUV#
LQIRUPHG#XV#WKH\#DUH#VKDULQJ#GULYHU#DFFHVV#FDUGV1#,Q#DGGLWLRQ/#ZKLOH#
GULYHUV#ZHUH#JHQHUDOO\#DZDUH#WKDW#WKH\#VKRXOG#WU\#WR#REWDLQ#IXHO#DW#
LQWHUQDO#JRYHUQPHQW#VLWHV/#WKH\#ZHUH#QRW#DZDUH#WKDW#D#FRS\#RI#GLVFRXQWV#
RIIHUHG#E\#HDFK#RLO#FRPSDQ\#ZDV#LQFOXGHG#DV#DQ#LQVHUW#LQ#WKH#IURQW#RI#DOO#
GULYHU#KDQGERRNV1#7KHUHIRUH/#PRVW#ZHUH#QRW#XWLOL]LQJ#VXFK#LQIRUPDWLRQ#
UHJDUGLQJ#ZKHUH#WR#SXUFKDVH#IXHO#H[WHUQDOO\1

<14;< ,Q#SDUWLFXODU/#WKH#H[HFXWLYH#GULYHUV#ZH#LQWHUYLHZHG#ZHUH#
XQDZDUH#RI#WKH#GULYHU#KDQGERRN#GLUHFWLYH#WR#SXUFKDVH#IXHO#DW#WKH#YHQGRU#
RIIHULQJ#WKH#JUHDWHVW#GLVFRXQW#WR#JRYHUQPHQW1#,Q#IDFW#RYHU#KDOI#RI#DOO#
H[HFXWLYH#SXUFKDVHV#ZHUH#IURP#WKH#´KLJKHVW#FRVW#YHQGRUµ#RIIHULQJ#WKH#
ORZHVW#GLVFRXQW#WR#JRYHUQPHQW#RQ#IXHO#DQG#QR#GLVFRXQW#RQ#RWKHU#
SURGXFWV1#

<14<3 $JHQF\#VWDII#LQIRUPHG#XV#WKH\#SURYLGH#YHKLFOH#FR0RUGLQDWRUV#
ZLWK#\HDUO\#FRUUHVSRQGHQFH#UHJDUGLQJ#GLVFRXQWV#DYDLODEOH#IURP#H[WHUQDO#
IXHO#YHQGRUV#ZLWK#WKH#XQGHUVWDQGLQJ#EHLQJ#WKDW#YHKLFOH#FR0RUGLQDWRUV#
IRUZDUG#WKH#LQIRUPDWLRQ#WR#GULYHUV1#2EYLRXVO\#WKH#H[SHFWDWLRQ#LV#WKDW#
ZKHQ#DW#DOO#SRVVLEOH/#GULYHUV#VKRXOG#SXUFKDVH#IXHO#IURP#WKH#YHQGRU#
RIIHULQJ#WKH#JUHDWHVW#GLVFRXQW#WR#JRYHUQPHQW1#'XULQJ#RXU#DXGLWLQJ/#ZH#
GHWHUPLQHG#WKDW#PRVW#GHSDUWPHQWV#KDG#D#YHQGRU#GLVFRXQW#OLVW>#KRZHYHU/#LW#
ZDV#QRW#DOZD\V#FXUUHQW1#2QH#YHKLFOH#FR0RUGLQDWRU#LQIRUPHG#XV#WKH#PRVW#
UHFHQW#YHUVLRQ#WKH\#KDG#UHFHLYHG#ZDV#LQ#4<<91#
535 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
5HFRPPHQGDWLRQ# <14<4 :H#UHFRPPHQGHG#WKDW#WKH#$JHQF\#HQVXUH#GULYHUV#DUH#
SURYLGHG#ZLWK#XS#WR#GDWH#OLVWLQJV#RI#GLVFRXQWV#IURP#H[WHUQDO#YHQGRUV1

'HSDUWPHQWDO#UHVSRQVH <14<5 90$#ZLOO#FRQWLQXH#WR#SURYLGH#FOLHQW#GHSDUWPHQWV#ZLWK#XS#WR#GDWH#
LQIRUPDWLRQ#RQ#IXHO#FRVWV1#

<14<6 ,W#VKRXOG#EH#QRWHG#WKDW#90$#GLVWULEXWHV#D#PHPR#RQ#GLVFRXQW#IXHO#
SULFHV#WR#DOO#YHKLFOH#FRRUGLQDWRUV#DIWHU#HDFK#WHQGHU#UHQHZDO1#7KH#PHPR#
VWLSXODWHV#WKH#UHVSRQVLELOLW\#RI#YHKLFOH#RSHUDWRUV#WR#XWLOL]H#'27#IXHO#VLWHV#
DV#WKH#SUHIHUUHG#VRXUFH#RI#IXHO1#,Q#FDVHV#ZKHUH#WKLV#PD\#QRW#EH#IHDVLEOH#
RSHUDWRUV#DUH#UHTXHVWHG#WR#XWLOL]H#YHQGRUV#RIIHULQJ#WKH#ORZHVW#QHW#SULFH#WR#
JRYHUQPHQW1#7KH#PHPR#IXUWKHU#UHTXHVWV#WKDW#WKH#LQIRUPDWLRQ#EH#SDVVHG#
RQ#WR#DOO#YHKLFOH#RSHUDWRUV#LQFOXGLQJ#WKH#H[HFXWLYH#IOHHW1

<14<7 ([HFXWLYH#GULYHUV#ZHUH#DOVR#XQDZDUH#RI#RWKHU#DVSHFWV#RI#GULYHU#
KDQGERRN#SROLF\1#7KH\#ZHUH#QRW#UHSRUWLQJ#IXHO#XVDJH#PRQWKO\#DV#
UHTXLUHG#DQG#RIWHQ#QRW#UHWDLQLQJ#RU#VXEPLWWLQJ#FUHGLW#FDUG#VOLSV#RU#
UHFHLSWV#ZKHQ#WKH\#GLG#VXEPLW#PLOHDJH#UHSRUWV1#7KLV#UHTXLUHPHQW#ZRXOG#
EH#LPSRUWDQW#IRU#PRQLWRULQJ#IXHO#XVDJH1#7KLV#ODFN#RI#WLPHO\#UHSRUWLQJ#RQ#
EHKDOI#RI#H[HFXWLYH#GULYHUV#ZDV#ILUVW#QRWHG#LQ#RXU#4<<9#5HSRUW1#,W#DSSHDUV#
DV#LI#WKHUH#LV#VWLOO#URRP#IRU#LPSURYHPHQW1#

5HFRPPHQGDWLRQ <14<8 :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#WKDW#H[HFXWLYHV#DUH#
DZDUH#RI#DOO#DVSHFWV#RI#SROLF\/#QRWDEO\#WKH#UHTXLUHPHQW#WR#VXEPLW#
FUHGLW#FDUG#VOLSV#ZKHQ#VXEPLWWLQJ#PLOHDJH#UHSRUWV1

'HSDUWPHQWDO#UHVSRQVH <14<9 90$#ZLOO#HQVXUH#WKDW#DOO#GHSDUWPHQWV#DUH#PDGH#DZDUH#RI#WKH#
UHTXLUHPHQW#IRU#H[HFXWLYHV#WR#VXEPLW#FUHGLW#FDUG#VOLSV#ZKHQ#UHSRUWLQJ#
YHKLFOH#XVDJH1

<14<: :H#ZHUH#SOHDVHG#WR#VHH#WKDW#WKH#$JHQF\#KDV#GHYHORSHG#D#
XVHU0IULHQGO\#KDQGERRN1#$OWKRXJK#ZH#UHFRJQL]H#WKDW#QRW#DOO#GULYHUV#KDYH#
LQWHUQHW#DFFHVV/#ZH#IHHO#DQ#$JHQF\#ZHE#VLWH#ZRXOG#EH#D#XVHIXO#IXUWKHU#
WRRO#IRU#PDQ\#XVHUV#WR#DFFHVV#SROLF\#UHODWHG#LQIRUPDWLRQ1#'ULYHUV#
LQIRUPHG#XV#WKH\#RIWHQ#GLG#QRW#NQRZ#ZKHUH#WKHLU#KDQGERRNV#ZHUH/#DQG#
WKHUHIRUH#GLG#QRW#DFFHVV#WKHP#IRU#LQIRUPDWLRQ1#

5HFRPPHQGDWLRQ <14<; :H#UHFRPPHQGHG#WKH#$JHQF\#FRQVLGHU#GHYHORSLQJ#D#ZHE#VLWH#
GHWDLOLQJ#SROLF\#IRU#DOO#GULYHUV1#

'HSDUWPHQWDO#UHVSRQVH <14<< 90$#ZLOO#FRQVLGHU#WKH#VXJJHVWHG#VWUDWHJ\#RI#D#ZHE#VLWH#WR#UHOD\#
LQIRUPDWLRQ#RQ#YDULRXV#DVSHFWV#RI#WKH#$JHQF\·V#EXVLQHVV1

&RQFOXVLRQ <1533 7KLV#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#:KLOH#WKH#$JHQF\#KDV#
DWWHPSWHG#WR#FRPPXQLFDWH#SROLF\#WKURXJK#YHKLFOH#FR0RUGLQDWRUV/#RIWHQ#
WKH#LQIRUPDWLRQ#LV#QRW#PDNLQJ#LW#WR#WKH#GULYHUV1#:H#IRXQG#WKDW#IHZ#XVHUV#
KDG#UHDG#WKH#GULYHU#KDQGERRN#RU#NQHZ#ZKDW#LQIRUPDWLRQ#LW#FRQWDLQHG1
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'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
,VVXDQFH#RI#IXHO#FDUGV#DQG#
FUHGLW#FDUGV

<1534 2XU#WKLUG#FULWHULRQ#ZDV=#

)XHO#FDUGV#DQG#FUHGLW#FDUGV#VKRXOG#RQO\#EH#LVVXHG#WR#HOLJLEOH#
UHFLSLHQWV1#

<1535 ,QLWLDO#GLVWULEXWLRQ#LV#FHQWUDOL]HG1##$V#GLVFXVVHG#DERYH/#IXHO#FDUGV#
+SHUVRQDO#DQG#YHKLFOH#DFFHVV#FDUGV,#DUH#LQLWLDOO\#DVVLJQHG#WR#GULYHUV#E\#
$JHQF\#VWDII#DW#WKH#WLPH#RI#YHKLFOH#UHOHDVH1#&UHGLW#FDUGV#DUH#DVVLJQHG#WR#D#
YHKLFOH/#QRW#D#GULYHU1

<1536 3HUVRQDO#DQG#YHKLFOH#DFFHVV#FDUGV#+LQWHUQDO#IXHO#SXUFKDVHV,#DUH#
DVVLJQHG#WR#WKH#GULYHU#DQG#YHKLFOH#UHVSHFWLYHO\1#,Q#RUGHU#WR#REWDLQ#IXHO#
IURP#DQ#LQWHUQDO#IXHO#VLWH#ERWK#FDUGV#KDYH#WR#EH#SUHVHQWHG1#'XULQJ#RXU#
DXGLW#ZH#QRWHG#LQVWDQFHV#ZKHUH#SHUVRQDO#DFFHVV#FDUGV#ZHUH#EHLQJ#VKDUHG#
EHWZHHQ#HPSOR\HHV1#:H#QRWHG#WZR#FDVHV#ZKHUH#SHUVRQDO#DFFHVV#FDUGV#
EHORQJLQJ#WR#GULYHUV#WKDW#ZHUH#QR#ORQJHU#HPSOR\HHV#RI#JRYHUQPHQW/#ZHUH#
EHLQJ#XVHG#E\#RWKHU#HPSOR\HHV1#

<1537 :H#GHWHUPLQHG#WKDW#ZKLOH#GHSDUWPHQWDO#UHFRUGV#RI#SHUVRQDO#DQG#
YHKLFOH#DFFHVV#FDUG#DVVLJQPHQWV#ZHUH#XS#WR#GDWH/#WKH#$JHQF\·V#RZQ#
UHFRUGV#ZHUH#QRW1#:H#QRWHG#RQH#FDVH#ZKHUH#WKH#$JHQF\·V#IOHHW#V\VWHP#
KDG#UHFRUG#RI#D#YDOLG#SHUVRQDO#DFFHVV#FDUG#IRU#D#GULYHU#WKDW#KDG#EHHQ#
GHFHDVHG#IRU#WKUHH#\HDUV1#,Q#IDFW/#ZKHQ#ZH#DXGLWHG#WKH#$JHQF\·V#OLVW#RI#
FXUUHQW#GULYHUV#LQ#WKUHH#GHSDUWPHQWV#ZLWK#SHUVRQDO#DFFHVV#FDUGV/#ZH#
QRWHG#WKDW#54(#RI#WKH#QDPHV#RQ#WKH#OLVW#ZHUH#QR#ORQJHU#HPSOR\HHV#RI#
JRYHUQPHQW1#:KLOH#ZH#GR#QRW#TXHVWLRQ#WKH#GLIILFXOW\#WKH#$JHQF\#KDV#LQ#
NHHSLQJ#WUDFN#RI#´ZKR#KDV#ZKDW#FDUGµ/#ZH#IHHO#WKH\#DUH#FOHDUO\#REOLJDWHG#
WR#GR#VR1

5HFRPPHQGDWLRQ <1538 :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#LW#KDV#DFFXUDWH#UHFRUGV#
RI#IXHO#FDUG#DQG#FUHGLW#FDUG#DVVLJQPHQWV1#

'HSDUWPHQWDO#UHVSRQVH <1539 90$#DJUHHV#ZLWK#WKLV#UHFRPPHQGDWLRQ1#90$#ZLOO#FRQWLQXH#WR#
UHYLHZ#DQG#HQKDQFH#PHWKRGV#WR#HQVXUH#WKDW#LW#KDV#DFFXUDWH#UHFRUGV#RI#DOO#
DVVLJQHG#FUHGLW#FDUGV1#

<153: ,W#VKRXOG#EH#QRWHG#WKDW#WKH#$*·V#UHSRUW#PDGH#UHIHUHQFH#WR#90$·V#
UHFRUGV#RI#SHUVRQDO#DQG#YHKLFOH#DFFHVV#FDUGV#DV#EHLQJ#RXW#RI#GDWH1#+54(#
RI#WKH#QDPHV#RQ#WKH#OLVW#ZHUH#QR#ORQJHU#HPSOR\HHV#RI#JRYHUQPHQW,#%\#
ZD\#RI#SURFHVV/#FOLHQWV#DUH#UHTXHVWHG#DQQXDOO\#WR#YHULI\#D#OLVWLQJ#RI#
GULYHUV#ZKR#KDYH#EHHQ#DVVLJQHG#FUHGLW#FDUGV1#,Q#WKLV#FDVH/#WKH#KLJK#
SHUFHQWDJH#RI#GLVFUHSDQFLHV#IRXQG#E\#WKH#$*·V#RIILFH#LV#DWWULEXWHG#WR#WKH#
IDFW#WKDW#WKH#DXGLW#ZDV#SHUIRUPHG#MXVW#SULRU#WR#ZKHQ#WKH#OLVW#LV#DQQXDOO\#
XSGDWHG#DQG#WDNHV#LQWR#FRQVLGHUDWLRQ#D#VLJQLILFDQW#QXPEHU#RI#HPSOR\HHV#
WKDW#WRRN#DGYDQWDJH#RI#WKH#UHFHQW#UHWLUHPHQW#SDFNDJH1

&RQFOXVLRQ <153; 7KH#WKLUG#FULWHULRQ#ZDV#SDUWLDOO\#PHW1#:H#DUH#FRPIRUWDEOH#WKDW#
WKH#$JHQF\#KDV#V\VWHPV#LQ#SODFH#WR#HQVXUH#WKDW#GULYHU#DQG#YHKLFOH#DFFHVV#
FDUGV#DQG#FUHGLW#FDUGV#DUH#LQLWLDOO\#DVVLJQHG#WR#HOLJLEOH#UHFLSLHQWV1#
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&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
+RZHYHU/#GXH#WR#GULYHU#DQG#YHKLFOH#FKDQJHV/#WKH#$JHQF\#LV#RIWHQ#QRW#
DZDUH#RI#FKDQJHV#LQ#FDUG#DVVLJQPHQWV1

0RQLWRULQJ#XVDJH# <153< 2XU#IRXUWK#FULWHULRQ#ZDV=#

7KH#9HKLFOH#0DQDJHPHQW#$JHQF\#VKRXOG#PRQLWRU#XVDJH#RI#IXHO#
FDUGV#DQG#FUHGLW#FDUGV1

<1543 %HFDXVH#RI#WKH#YROXPH#RI#IXHO#FDUGV#DQG#FUHGLW#FDUGV/#PRQLWRULQJ#
WKHLU#XVDJH#LV#DQ#LPSRUWDQW#DVSHFW#RI#WKLV#DXGLW1#0RQLWRULQJ#LV#LPSRUWDQW#
QRW#RQO\#WR#HQVXUH#SROLF\#LV#EHLQJ#IROORZHG#EXW#WR#GHWHFW#IUDXGXOHQW#
XVDJH1#$V#GLVFXVVHG#DERYH/#JRYHUQPHQW#SROLF\#GHOHJDWHV#WKH#
UHVSRQVLELOLW\#IRU#PRQLWRULQJ#IXHO#XVDJH#WR#WKH#$JHQF\1#7KH#SROLF\#VWDWHV#
´FUHGLW#FDUGV#ZLOO#EH#LVVXHG#DQG#PRQLWRUHG#DV#WR#XVH#E\#WKH#9HKLFOH#
0DQDJHPHQW#'LYLVLRQ#RI#WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ1µ#7KH#
$JHQF\#LV#WR#´PRQLWRU#YHKLFOH#XVDJH#WR#HQVXUH#FRPSOLDQFH#ZLWK#WKLV#
SROLF\#DQG#UHSRUW#QRQ0FRPSOLDQFH#WR#WKH#DSSURSULDWH#GHSXW\#KHDGµ1#

<1544 :H#ZHUH#VXUSULVHG#WR#QRWH#WKDW#GHVSLWH#WKLV#SROLF\/#$JHQF\#
PDQDJHPHQW#VWDII#LQVLVWHG#WKDW#WKH\#IHOW#PRQLWRULQJ#RI#IXHO#XVDJH#ZDV#QRW#
WKHLU#UHVSRQVLELOLW\#EXW#WKDW#RI#LQGLYLGXDO#GHSDUWPHQWV1#7KH\#UHSRUWHG#WR#
XV#WKDW#WKLV#DVSHFW#RI#SROLF\#KDV#EHHQ#LQIRUPDOO\#GHOHJDWHG#WR#WKH#YHKLFOH#
FR0RUGLQDWRUV#ZLWKLQ#HDFK#JRYHUQPHQW#GHSDUWPHQW1#7KUHH#RI#WKH#IRXU#
YHKLFOH#FR0RUGLQDWRUV#ZH#LQWHUYLHZHG#GLG#QRW#NQRZ#WKLV#ZDV#WKHLU#
UHVSRQVLELOLW\#DQG#QRQH#ZHUH#GRLQJ#LW1

5HFRPPHQGDWLRQV <1545 :H#UHFRPPHQGHG#WKH#$JHQF\#PRQLWRU#IXHO#XVDJH#LQ#
DFFRUGDQFH#ZLWK#JRYHUQPHQW#SROLF\1

<1546 :H#UHFRPPHQGHG#WKH#$JHQF\#LPSURYH#FRPPXQLFDWLRQV#ZLWK#
GHSDUWPHQWDO#YHKLFOH#FR0RUGLQDWRUV#UHJDUGLQJ#WKH#H[SHFWDWLRQV#IRU#
IXHO#PRQLWRULQJ#WR#HQVXUH#DGHTXDWH#PRQLWRULQJ#DW#WKH#GHSDUWPHQW#
OHYHO1#

'HSDUWPHQWDO#UHVSRQVH <1547 90$#DJUHHV#ZLWK#WKH#UHFRPPHQGDWLRQ#DQG#ZLOO#WDNH#VWHSV#WR#
FRPPXQLFDWH#DQG#LPSOHPHQW#WKH#UHYLVHG#9HKLFOH#3ROLF\#VR#WKDW#YHKLFOH#
FR0RUGLQDWRUV#DUH#DZDUH#RI#WKHLU#IXHO#PRQLWRULQJ#UHVSRQVLELOLWLHV1

<1548 7KH#UHYLVHG#9HKLFOH#3ROLF\#UHIHUUHG#WR#LQ#WKH#GHSDUWPHQWDO#
UHVSRQVH#ZDV#DSSURYHG#VXEVHTXHQW#WR#RXU#DXGLW1

<1549 :KHQ#GULYHUV#VXEPLW#UHFRUGV#RI#WKHLU#IXHO#XVDJH#WR#WKHLU#
UHVSHFWLYH#GHSDUWPHQWDO#FR0RUGLQDWRUV#RQ#D#PRQWKO\#EDVLV/#WKH\#DUH#WR#
DOVR#VXEPLW#WKHLU#PLOHDJH#DQG#DFWXDO#KDUG#FRS\#IXHO#UHFHLSWV#IRU#IXHO#
REWDLQHG#IURP#H[WHUQDO#YHQGRUV1#,Q#WKH#YDULRXV#GHSDUWPHQWV#ZH#DXGLWHG/#
IXHO#FR0RUGLQDWRUV#ZHUH#FROOHFWLQJ#WKH#GDWD#IURP#GULYHUV/#EXW#E\#QR#
PHDQV#DXGLWLQJ#LW1#,Q#VRPH#FDVHV/#WKH\#ZHUH#QRW#HYHQ#REWDLQLQJ#KDUG#
FRS\#YHQGRU#UHFHLSWV#WR#PDWFK#XS#WR#ZKDW#WKH#GULYHU#UHSRUWHG1#,Q#RQH#
GHSDUWPHQW#ZH#DXGLWHG/#<9(#RI#WKH#H[WHUQDO#IXHO#SXUFKDVHV#KDG#QR#KDUG#
FRS\#YHQGRU#UHFHLSWV1#7KLV#LV#HVSHFLDOO\#LPSRUWDQW#QRZ#WKDW#PDMRU#RLO#
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'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
FRPSDQLHV#DUH#SURFHVVLQJ#SXUFKDVHV#HOHFWURQLFDOO\#VR#WKH#$JHQF\#QR#
ORQJHU#UHFHLYHV#D#KDUG#FRS\#UHFHLSW1#7R#FRPSHQVDWH#IRU#WKLV#ORVV#RI#
FRQWURO/#WKH#2IILFH#RI#WKH#&RPSWUROOHU#UHTXHVWHG#WKDW#WKH#$JHQF\#DXGLW#D#
VDPSOH#RI#FUHGLW#FDUG#WUDQVDFWLRQV#RQ#D#PRQWKO\#EDVLV1#'HVSLWH#WKH#IDFW#
WKDW#WKLV#ZDV#DOVR#D#UHFRPPHQGDWLRQ#QRWHG#LQ#RXU#4<<9#DXGLW#RI#WKH#
$JHQF\/#$JHQF\#VWDII#DUH#VWLOO#QRW#GRLQJ#WKLV1#7KXV/#WKH#$JHQF\#LV#
SD\LQJ#IXHO#LQYRLFHV#UHFHLYHG#HOHFWURQLFDOO\#IURP#YHQGRUV#ZLWK#QR#
YHULILFDWLRQ#RI#DXWKHQWLFLW\#RI#WKH#FKDUJHV1#7KLV#LV#VLJQLILFDQW#DV#IRU#WKH#
ILVFDO#\HDU#HQGLQJ#LQ#5335/#WKH#$JHQF\#SDLG#D#WRWDO#RI#'5/956/86:#IRU#DOO#
YHKLFOHV#WR#H[WHUQDO#YHQGRUV1

5HFRPPHQGDWLRQ <154: :H#UHFRPPHQGHG#WKH#$JHQF\#DXGLW#D#VDPSOH#RI#FUHGLW#FDUG#
YHQGRU#LQYRLFHV#IRU#DXWKHQWLFLW\#RQ#D#PRQWKO\#EDVLV1

'HSDUWPHQWDO#UHVSRQVH <154; 90$#ZLOO#FRQWLQXH#WR#PRQLWRU#IXHO#XVDJH#LGHQWLILHG#WKURXJK#
VSHFLILF#H[FHSWLRQ#UHSRUWLQJ1#+H[=#IXHO#H[FHHGLQJ#WDQN#FDSDFLW\/#HWF1,#
5HJXODU#IXHO#PRQLWRULQJ#ZLOO#EH#WKH#UHVSRQVLELOLW\#RI#WKH#FOLHQW#
GHSDUWPHQWV#DV#VWLSXODWHG#LQ#WKH#QHZ#9HKLFOH#3ROLF\1

<154< 1HLWKHU#$JHQF\#VWDII#QRU#GHSDUWPHQWDO#YHKLFOH#FR0RUGLQDWRUV#DUH#
FRPSDULQJ#IXHO#FRQVXPSWLRQ#WR#NLORPHWUHV#RI#XVDJH1#$JHQF\#VWDII#
LQIRUPHG#XV#WKDW#RIWHQ#WKH#NLORPHWUHV#GULYHQ#E\#FOLHQWV#DUH#QRW#UHSRUWHG#
RU#UHSRUWHG#DV#HVWLPDWHV/#VR#WKLV#ZRXOG#EH#GLIILFXOW#WR#GR#DQ\ZD\1#,Q#WKH#
WKUHH#GHSDUWPHQWV#ZH#DXGLWHG/#48(#RI#DOO#DVVHWV#KDG#QR#NLORPHWUDJH#
UHSRUWHG#IRU#D#JLYHQ#PRQWK1#2QH#GHSDUWPHQW#LQ#SDUWLFXODU#VKRZHG#WKDW#
6:(#RI#LWV#DVVHWV#UHSRUWHG#QR#NLORPHWUDJH#IRU#WKH#PRQWK1#:H#DXGLWHG#
VRPH#H[HFXWLYH#GULYHU#ILOHV#DQG#IRXQG#WKDW#WKH\#ZRXOG#RIWHQ#QRW#UHSRUW#
NLORPHWUHV#GULYHQ#IRU#VL[#WR#VHYHQ#PRQWKV#DW#D#WLPH1

<1553 :H#FDQ#XQGHUVWDQG#WKH#GLIILFXOW\#LQ#PRQLWRULQJ#IXHO#REWDLQHG#WR#
NLORPHWUDJH#UHSRUWHG/#LI#NLORPHWUDJH#LV#LQDFFXUDWH#RU#QRW#UHSRUWHG#LQ#D#
WLPHO\#IDVKLRQ1#+RZHYHU/#ZH#IHHO#LW#LV#D#QHFHVVDU\#H[HUFLVH#WR#DYRLG#
IUDXGXOHQW#XVH#RI#FDUGV1#,Q#RQH#LQVWDQFH#ZH#QRWHG#ZKHUH#D#YDQ#UHSRUWHG#
4/:5;#NP#IRU#D#PRQWK/#ZLWK#IXHO#SXUFKDVHV#IRU#WKH#VDPH#PRQWK#RI#;33#
OLWUHV1#7KLV#FRPSXWHV#WR#DQ#DYHUDJH#XVDJH#RI#7916#OLWUHV#SHU#433#NP1#:H#
ORRNHG#DW#(QHUJXLGH#UDWLQJV#DQG#WKH#KLJKHVW#UDWLQJ#IRU#WKLV#W\SH#RI#YHKLFOH#
LV#4:16#OLWUHV#SHU#433#NP1#$FFRUGLQJ#WR#WKHVH#UDWLQJV/#WKH#YHKLFOH#LQ#
TXHVWLRQ#VKRXOG#KDYH#XVHG#D#PD[LPXP#RI#5<<#OLWUHV1#$GGLWLRQDOO\/#WKH#
DYHUDJH#OLWUHV#SHU#433 NP#RYHU#D#IRXU0PRQWK#SHULRG#IRU#DOO#RWKHU#VLPLODU#
YHKLFOHV#LQ#JRYHUQPHQW#ZDV#4;17#YHUVXV#6;17#ZLWK#WKLV#YHKLFOH1#$JHQF\#
VWDII#FRXOG#SURYLGH#XV#ZLWK#QR#H[SODQDWLRQ#IRU#WKLV1#

5HFRPPHQGDWLRQ <1554 :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#NLORPHWUHV#WUDYHOOHG#DUH#
DFFXUDWHO\#UHSRUWHG#RQ#D#PRQWKO\#EDVLV1

'HSDUWPHQWDO#UHVSRQVH <1555 90$#UHOLHV#RQ#WKH#FOLHQW#GHSDUWPHQWV#WR#VXEPLW#DFWXDO#XVDJH#RI#
DVVLJQHG#YHKLFOHV#RQ#D#PRQWKO\#EDVLV1#7KLV#XVDJH#LV#FKHFNHG#IRU#DFFXUDF\#
XVLQJ#D#QXPEHU#RI#HGLWLQJ#SURFHVVHV#HDFK#PRQWK#SULRU#WR#LW#EHLQJ#XWLOL]HG#
539 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
LQ#WKH#ELOOLQJ#SURFHVV1#90$#ZLOO#FRQWLQXH#WR#XVH#WKHVH#UHYLHZ#SURFHVVHV#
WR#YHULI\#FOLHQW#XVDJH1#

5HFRPPHQGDWLRQ <1556 :H#UHFRPPHQGHG#WKH#$JHQF\#FRQVLGHU#FRPSDULQJ#
NLORPHWUDJH#WR#IXHO#FRQVXPSWLRQ#WKURXJK#UDQGRP#VDPSOLQJ#DV#D#WRRO#
WR#PRQLWRU#IXHO#XVDJH1

'HSDUWPHQWDO#UHVSRQVH <1557 $V#QRWHG#SUHYLRXVO\/#PRQLWRULQJ#RI#IXHO#LV#WKH#UHVSRQVLELOLW\#RI#
WKH#FOLHQW#GHSDUWPHQWV1#90$#ZLOO#FRQWLQXH#WR#PRQLWRU#DQG#DGYLVH#FOLHQW#
GHSDUWPHQWV#RI#H[WUDRUGLQDU\#XVDJH#WKURXJK#WKH#XVH#RI#VSHFLILF#H[FHSWLRQ#
UHSRUWV1

<1558 &XUUHQWO\/#WKH#$JHQF\·V#RZQ#UROH#LQ#PRQLWRULQJ#IXHO#XVDJH#LV#
OLPLWHG#WR#SURGXFLQJ#VRPH#PRQWKO\#IXHO#H[FHSWLRQ#UHSRUWV#DQG#WKH#
SUHSDUDWLRQ#RI#D#IXHO#DXGLW#UHSRUW#IRU#GHSDUWPHQWV#XSRQ#UHTXHVW1#6WDII#
LQIRUPHG#XV#WKDW#ZKLOH#D#IHZ#GHSDUWPHQWV#GR#UHTXHVW#GHWDLOHG#
LQIRUPDWLRQ#RQ#IXHO#IRU#DXGLWLQJ#SXUSRVHV/#PRVW#GR#QRW1#:KLOH#WKH#
$JHQF\#LV#SURGXFLQJ#VRPH#H[FHSWLRQ#UHSRUWLQJ#WKDW#ZRXOG#DVVLVW#LQ#IXHO#
PRQLWRULQJ/#WKH#UHSRUWV#DUH#RIWHQ#SURGXFHG#EXW#QRW#UHYLHZHG#RU#IROORZHG#
XS#RQ1#:H#ZHUH#GLVDSSRLQWHG#LQ#WKLV#ILQGLQJ/#DV#WKHVH#VDPH#ILQGLQJV#
ZHUH#QRWHG#LQ#RXU#4<<9#DXGLW#ZKHUH#WKH#$JHQF\#DJUHHG#WR#LPSURYH#
PRQLWRULQJ1#

<1559 $Q#H[WHUQDO#IXHO#ZDUQLQJ#UHSRUW#LV#SURGXFHG#QRWLQJ#H[FHSWLRQV#
IRU#IXHO#FKDUJHG#DJDLQVW#DVVHWV#QRW#LQ#VHUYLFH/#WUDQVDFWLRQV#WKDW#H[FHHG#
WKH#FUHGLW#OLPLW/#PXOWLSOH#WUDQVDFWLRQV#IRU#WKDW#GDWH/#DQG#IXHO#FKDUJHG#WKDW#
H[FHHGV#WDQN#FDSDFLW\1#$JHQF\#VWDII#LQIRUPHG#XV#WKDW#ZKLOH#WKLV#LV#
VXSSRVHG#WR#EH#SURGXFHG#DQG#UHYLHZHG#PRQWKO\/#RIWHQ#WKLV#LV#QRW#WKH#
FDVH1#7KH#ILUVW#H[WHUQDO#IXHO#ZDUQLQJ#UHSRUW#ZH#UHTXHVWHG#ZDV#VHYHUDO#
SDJHV#ORQJ/#ZLWK#OLWWOH#LQGLFDWLRQ#RI#DQ\#IROORZ#XS1

<155: 6HYHUDO#H[FHSWLRQV#UHODWHG#WR#IXHO#H[FHHGLQJ#WDQN#FDSDFLW\/#
PHDQLQJ#WKDW#WKH#IXHO#SXUFKDVHG#ZDV#PRUH#WKDQ#ZKDW#FRXOG#ILOO#WKH#IXHO#
WDQN1#7KLV#FRXOG#EH#GXH#WR#RQH#RI#WZR#UHDVRQV1#(LWKHU#WKH#YROXPH#RI#IXHO#
SXUFKDVHG#ZDV#DFWXDOO\#PRUH#WKDQ#WKDW#LQGLYLGXDO#YHKLFOH#ZRXOG#KROG#RU#
WKH#WDQN#FDSDFLW\#UHFRUGHG#E\#WKH#$JHQF\#LQ#)06#ZDV#ORZHU#WKDQ#WKH#
DFWXDO#FDSDFLW\1#:H#DXGLWHG#D#VDPSOH#RI#IRXUWHHQ#H[FHSWLRQV#ZKHUH#IXHO#
REWDLQHG#H[FHHGHG#WDQN#FDSDFLW\1#,Q#DOO#IRXUWHHQ#FDVHV/#WKHVH#H[FHSWLRQV#
ZHUH#GXH#WR#WKH#IDFW#WKDW#IXHO#ZDV#DFWXDOO\#REWDLQHG#IRU#PRUH#WKDQ#WKH#
WDQN#FRXOG#KROG1#

<155; $Q#LQWHUQDO#IXHO#ZDUQLQJ#UHSRUW#LQFOXGHV#WKH#VDPH#H[FHSWLRQV#DV#
IRU#WKH#H[WHUQDO#IXHO#ZDUQLQJ#UHSRUW/#H[FHSW#IRU#WKH#WUDQVDFWLRQV#
H[FHHGLQJ#WKH#FUHGLW#FDUG#OLPLW/#DV#LQWHUQDO#IXHO#FDUGV#KDYH#QR#FUHGLW#
OLPLW1#$JDLQ/#WKHVH#UHSRUWV#DUH#VXSSRVHG#WR#EH#SURGXFHG#PRQWKO\/#EXW#
RIWHQ#DUH#QRW1#7KH\#DUH#QRW#UHJXODUO\#UHYLHZHG#DQG#IROORZHG#XS#RQ1#$Q#
$JHQF\#VWDII#PHPEHU#LQIRUPHG#XV#WKH\#JHQHUDOO\#RQO\#IROORZ#XS#RQ#IRXU#
RU#ILYH#LWHPV#D#PRQWK#GXH#WR#D#ODFN#RI#WLPH1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 53:



'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\ &KDSWHU#<
<155< 7KH#$JHQF\#DOVR#SURGXFHV#DQ#XQELOOHG#IXHO#WUDQVDFWLRQ#UHSRUW1#
7KLV#VKRZV#DOO#WUDQVDFWLRQV#ZKLFK#FDQQRW#EH#ELOOHG#WR#DQ#DVVHW1#7KLV#PD\#
EH#GXH#WR#QR#IXHO#W\SH#UHFRUGHG/#ZURQJ#W\SH#RI#IXHO#IRU#WKDW#SDUWLFXODU#
DVVHW/#QR#DVVHW#QXPEHU#SURYLGHG/#RU#DQ#DVVHW#WKDW#LV#QRW#FXUUHQWO\#
DVVLJQHG#WR#D#GHSDUWPHQW1#6RPH#H[FHSWLRQV#ZLOO#QRW#DOORZ#WKH#UHSRUWLQJ#
WR#FRQWLQXH#XQWLO#WKH\#DUH#FOHDUHG1#2WKHUV#HQG#XS#RQ#WKH#H[FHSWLRQ#UHSRUW#
LWVHOI1#$W#WKH#WLPH#RI#RXU#DXGLW/#WKLV#UHSRUW#ZDV#QRW#UHDGLO\#DYDLODEOH#WR#DOO#
XVHUV#LQ#)06#EXW#ZDV#DQ#DG#KRF#UHSRUW#FXUUHQWO\#EHLQJ#SUHSDUHG#E\#WKH#
,7#VHFWLRQ#RI#90$1#:H#QRWHG#LQVWDQFHV#ZKHUH#H[FHSWLRQ#LWHPV#QRWHG#LQ#
-XQH#ZHUH#DJDLQ#QRWHG#LQ#2FWREHU1#$SSDUHQWO\/#WKHVH#LWHPV#KDG#JRQH#
XQUHVROYHG#IRU#PRQWKV1#

<1563 $JHQF\#VWDII#LQIRUPHG#XV#WKDW#)06#KDV#WKH#FDSDELOLW\#RI#
VHJUHJDWLQJ#XQDFFHSWDEOH#QRQ0IXHO#FKDUJHV#WKDW#KDYH#EHHQ#FKDUJHG#WR#D#
FUHGLW#FDUG1#:KHQ#HOHFWURQLF#LQYRLFHV#IURP#H[WHUQDO#IXHO#YHQGRUV#DUH#
XSORDGHG#LQWR#)06/#FKDUJHV#FRGHG#DV#QRQ0IXHO#LWHPV#DUH#SURFHVVHG#DQG#
UHTXLUH#D#UHYLHZ#E\#$JHQF\#VWDII1#$JHQF\#VWDII#KDYH#WKH#RSWLRQ#WR#DFFHSW#
RU#UHMHFW#WKH#WUDQVDFWLRQ#DW#WKLV#SRLQW1#([DPSOHV#RI#VXFK#FKDUJHV#ZRXOG#
EH#FLJDUHWWHV/#UHVWDXUDQW#IRRG#DQG#JURFHU\#LWHPV1#%HFDXVH#H[WHUQDO#
YHQGRUV#KDYH#VLJQHG#D#FRQWUDFW#WKDW#FOHDUO\#VWDWHV#WKH\#DUH#QRW#WR#DFFHSW#
FKDUJHV#VXFK#DV#WKLV/#$JHQF\#VWDII#LQIRUPHG#XV#WKH\#UHIXVH#SD\PHQW#IRU#
WKHVH#LWHPV1#+RZHYHU/#$JHQF\#VWDII#LQIRUPHG#XV#WKDW#LWHPV#FRGHG#DV#
FRQYHQLHQFH#VWRUH#DUH#QRW#IODJJHG#LQ#DQ\#ZD\1#7KH\#DUH#SURFHVVHG#DV#
DFFHSWDEOH#FKDUJHV/#UHJDUGOHVV#RI#ZKDW#WKH#FKDUJH#ZDV#IRU1#6WDII#
LQIRUPHG#XV#WKDW#WKLV#LV#GXH#WR#WKH#IDFW#WKDW#VRPH#YHQGRUV#PLJKW#FRGH#
OHJLWLPDWH#FKDUJHV#+H1J1 ZLQGVKLHOG#ZDVKHU#IOXLG,#DV#D#FRQYHQLHQFH#VWRUH#
LWHP#DQG#WKHUH#ZRXOG#EH#WRR#PDQ\#RI#WKHVH#IRU#$JHQF\#VWDII#WR#
LQYHVWLJDWH1#6WDII#LQIRUPHG#XV#RI#WKH#GLIILFXOWLHV#LQ#DGPLQLVWHULQJ#
FRQWUDFWV#ZLWK#YHQGRUV1#7KH\#GR#QRW#KDYH#WKH#WLPH#WR#HQVXUH#WKDW#YHQGRUV#
DUH#DGKHULQJ#WR#WKH#UXOHV#RI#WKH#FRQWUDFW1#2QH#VWDII#PHPEHU#VDLG#WKH\#
ZRXOG#KDYH#WR#KLUH#WZR#RU#WKUHH#LQGLYLGXDOV#VLPSO\#WR#PRQLWRU#WKH#
DSSURSULDWHQHVV#RI#FKDUJHV#FRGHG#DV#PLVFHOODQHRXV#RU#FRQYHQLHQFH#VWRUH#
LWHPV1#

5HFRPPHQGDWLRQV <1564 :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#IXHO#H[FHSWLRQ#UHSRUWV#
DUH#QRW#RQO\#SURGXFHG#PRQWKO\/#EXW#UHYLHZHG#PRQWKO\1#$Q\#
H[FHSWLRQV#VKRXOG#EH#IROORZHG#XS#LQ#D#WLPHO\#PDQQHU1

<1565 :H#UHFRPPHQGHG#WKH#$JHQF\#FOHDUO\#GRFXPHQW#IROORZ#XS#RQ#
H[FHSWLRQV#LQ#IXHO#UHSRUWV1#

'HSDUWPHQWDO#UHVSRQVH <1566 90$#ZLOO#FRQWLQXH#WR#SURGXFH#DQG#IRUZDUG#IXHO#H[FHSWLRQ#UHSRUWV#
WR#FOLHQWV#RQ#D#PRQWKO\#EDVLV1#,Q#DGGLWLRQ/#90$#ZLOO#FRQWLQXH#WR#DVVLVW#
FOLHQWV#LQ#UHYLHZLQJ#DQG#IROORZLQJ#XS#RQ#VSHFLILF#LVVXHV#DV#DSSURSULDWH1

5HFRPPHQGDWLRQ <1567 :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#WKDW#YHQGRUV#DUH#
FRPSO\LQJ#ZLWK#WKH#WHUPV#RI#WKH#FRQWUDFW1#7KLV#ZRXOG#LQFOXGH#
SURGXFLQJ#DQG#UHYLHZLQJ#H[FHSWLRQ#UHSRUWV#IRU#ODUJH#DQG#XQXVXDO#
LWHPV#FKDUJHG#DV#FRQYHQLHQFH#VWRUH#LWHPV1
53; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#< 'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#0#9HKLFOH#0DQDJHPHQW#$JHQF\
'HSDUWPHQWDO#UHVSRQVH <1568 #90$#ZLOO#HQVXUH#YHQGRUV#DUH#DZDUH#DQG#FRPSO\#ZLWK#WKH#WHUPV#
DQG#FRQGLWLRQV#RI#WKH#H[WHUQDO#IXHO#FRQWUDFW1#90$#ZLOO#UHTXHVW#WKDW#
YHQGRUV#SURGXFH#UHSRUWV#WKDW#DFFXUDWHO\#LGHQWLI\#DOO#SXUFKDVHV#PDGH#RQ#
WKH#FUHGLW#FDUGV1

<1569 ,Q#UHVSRQVH#WR#DQ#LVVXH#UDLVHG#LQ#WKH#$*·V#UHSRUW#UHVSHFWLQJ#
FDVHV#ZKHUH#WKH#DPRXQW#RI#IXHO#SXUFKDVHG#H[FHHGHG#WKH#WDQN#FDSDFLW\/#LW#
VKRXOG#EH#QRWHG#WKDW#WKHUH#DUH#XQLTXH#FLUFXPVWDQFHV#ZKHUH#VXFK#
UHSRUWLQJ#ZRXOG#EH#H[SHFWHG1#([DPSOHV#ZRXOG#EH#LQ#FDVHV#ZKHUH#DVVHWV#
KDG#PXOWLSOH#IXHO#WDQNV#LQVWDOOHG/#RSHUDWRUV#ZHUH#UHTXLUHG#WR#WUDQVSRUW#
IXHO#WR#MRE#VLWH#LQ#VHSDUDWH#FRQWDLQHUV#RU#ZKHUH#FHUWDLQ#DXWRPRWLYH#LWHPV#
ZHUH#SXUFKDVHG#DQG#QRW#LGHQWLILHG#DV#D#VHSDUDWH#SURGXFW1

&RQFOXVLRQ <156: 7KLV#FULWHULRQ#ZDV#QRW#PHW1#7KH#$JHQF\#LV#QRW#PRQLWRULQJ#IXHO#DV#
FOHDUO\#UHTXLUHG#E\#JRYHUQPHQW#SROLF\1#:KLOH#VRPH#H[FHSWLRQ#UHSRUWLQJ#
H[LVWV/#WKH#UHSRUWV#DUH#RIWHQ#QRW#UHYLHZHG#DQG#H[FHSWLRQV#DUH#RIWHQ#
LJQRUHG1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 53<



#&KDSWHU#43
)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#

:RUN

&RQWHQWV
%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 546

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 546

4<<;#UHFRPPHQGDWLRQV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 548

4<<<#UHFRPPHQGDWLRQV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 54;

5333#UHFRPPHQGDWLRQV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 556



&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN

#)ROORZ0XS#RQ#3ULRU#<HDUV·#
$XGLW#:RUN
%DFNJURXQG 4314 2XU#SROLF\#LV#WR#WUDFN#WKH#GLVSRVLWLRQ#RI#RXU#UHFRPPHQGDWLRQV#
IRU#D#SHULRG#RI#IRXU#\HDUV#DIWHU#WKH\#ILUVW#DSSHDU#LQ#RXU#5HSRUW1

4315 :H#GR#QRW#SUHSDUH#DQ#XSGDWH#DIWHU#WKH#ILUVW#\HDU#DV#ZH#ZLVK#WR#
SURYLGH#WKH#GHSDUWPHQWV#DQG#DJHQFLHV#WKH#RSSRUWXQLW\#WR#WDNH#DFWLRQ1#
$IWHU#\HDUV#WZR/#WKUHH#DQG#IRXU#ZH#SUHSDUH#D#VWDWXV#UHSRUW/#ZKLFK#VKRZV#
WKH#VXFFHVV#DFKLHYHG#LQ#PHHWLQJ#WKH#UHFRPPHQGDWLRQV1#

4316 7KLV#SURFHVV#FRUUHVSRQGV#WR#RQH#RI#WKH#SHUIRUPDQFH#LQGLFDWRUV#RI#
RXU#2IILFH#ZKLFK#UHDGV#DV#IROORZV=

:H#ZLOO#PHDVXUH#WKH#H[WHQW#WR#ZKLFK#WKH#UHFRPPHQGDWLRQV#
ZKLFK#DSSHDU#LQ#RXU#DQQXDO#5HSRUW#DUH#DFFHSWHG#DQG#
LPSOHPHQWHG1#7KH#GLVSRVLWLRQ#RI#DOO#UHFRPPHQGDWLRQV#ZLOO#EH#
WUDFNHG#IRU#D#SHULRG#RI#IRXU#\HDUV1#

4317 ,Q#SUHSDULQJ#WKH#LQIRUPDWLRQ#LQ#WKLV#FKDSWHU/#ZH#UHTXHVW#ZULWWHQ#
XSGDWHV#IURP#WKH#UHVSHFWLYH#GHSDUWPHQWV#DQG#DJHQFLHV1#:H#IROORZ#XS#RQ#
WKHVH#XSGDWHV#E\#PHHWLQJ#ZLWK#DSSURSULDWH#RIILFLDOV#LQ#HDFK#GHSDUWPHQW#
RU#DJHQF\#WR#UHYLHZ#WKH#DFWLRQ#GHVFULEHG#LQ#WKH#XSGDWHV1

6FRSH# 4318 7KLV#FKDSWHU#LQFOXGHV#DQ#XSGDWH#RQ#RXU#4<<;#DQG#4<<<#
UHFRPPHQGDWLRQV#DQG#IRU#WKH#ILUVW#WLPH#ZH#SUHVHQW#DQ#XSGDWH#RQ#RXU#
5333#UHFRPPHQGDWLRQV1#,Q#SULRU#\HDUV#ZH#GLVFORVHG#WKDW#D#QXPEHU#RI#
UHFRPPHQGDWLRQV#IURP#WKH#4<<;#DQG#4<<<#\HDUV#KDG#EHHQ#DFFHSWHG#DQG#
LPSOHPHQWHG1#7KH#GHWDLOV#RI#WKHVH#UHFRPPHQGDWLRQV#DUH#QRW#FDUULHG#
IRUZDUG#WR#WKLV#5HSRUW1#

4319 7KHUH#DUH#WKUHH#W\SHV#RI#UHFRPPHQGDWLRQV#WKDW#ZLOO#QRW#DSSHDU#LQ#
WKLV#XSGDWH#FKDSWHU=#WKRVH#WKDW#DUH#DFFHSWHG#DQG#LPSOHPHQWHG#LQ#WKH#VDPH#
\HDU#DV#WKH#UHFRPPHQGDWLRQ#LV#PDGH>#WKRVH#WKDW#UHTXLUH#QR#VSHFLILF#
IXWXUH#DFWLRQ#RQ#WKH#SDUW#RI#WKH#GHSDUWPHQW#RU#DJHQF\>#DQG#WKRVH#WKDW#PD\#
EHFRPH#LUUHOHYDQW#GXH#WR#FKDQJHV#LQ#JRYHUQPHQW#RU#JRYHUQPHQW#
SURJUDPV1#

431: 7KH#UHDVRQ#VRPH#UHFRPPHQGDWLRQV#GR#QRW#UHTXLUH#IXWXUH#DFWLRQ#
LV#WKDW#WKH\#DUH#GLUHFWHG#WR#D#VSHFLILF#VLWXDWLRQ/#WLPH#RU#HYHQW1#$OWKRXJK#
WKH#UHFRPPHQGDWLRQV#KDYH#D#YDOXH#LQ#IXWXUH#GHFLVLRQV#RU#DFWLRQV/#WKH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 546



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
WLPH#LV#SDVW#WR#DGGUHVV#WKH#VSHFLILF#VLWXDWLRQ#LGHQWLILHG#LQ#WKH#DXGLW1#:KLOH#
WKHVH#W\SHV#RI#UHFRPPHQGDWLRQV#DUH#QRW#WUDFNHG#LQ#WKLV#FKDSWHU/#LW#VKRXOG#
EH#FOHDU#WKDW#WKH\#FDQ#KDYH#JHQHUDO#DSSOLFDWLRQ#WR#JRYHUQPHQW#SURFHVVHV#
DQG#FDQ#UHVXOW#LQ#IXWXUH#LPSURYHPHQWV1

431; 7KLV#FKDSWHU#UHIHUV#WR#WKH#RULJLQDO#UHFRPPHQGDWLRQV#PDGH#E\#RXU#
2IILFH#DQG#SURYLGHV#D#FXUUHQW#XSGDWH1#:H#GR#QRW#UHIHU#WR#
UHFRPPHQGDWLRQV#LQ#IXOO#GHWDLO1#6R#LQ#RUGHU#WR#IXOO\#XQGHUVWDQG#WKH#LVVXHV#
WKDW#JDYH#ULVH#WR#RXU#RULJLQDO#UHFRPPHQGDWLRQV/#LW#PD\#EH#QHFHVVDU\#IRU#
WKH#UHDGHU#WR#UHIHU#WR#WKH#$XGLWRU#*HQHUDO·V#5HSRUW#ZKHUH#ZH#ILUVW#
GLVFXVVHG#WKH#DXGLW#DQG#RXU#ILQGLQJV1#

6XPPDU\#RI#WKH#DXGLWV#FRYHUHG#LQ#WKLV#FKDSWHU1

7KH#IROORZLQJ#FKDUW#VKRZV#WKH#WRWDO#QXPEHU#RI#UHFRPPHQGDWLRQV#PDGH#IRU#HDFK#\HDU1#,W#DOVR#VKRZV#KRZ#PDQ\#
KDYH#EHHQ#LPSOHPHQWHG#DQG#SDUWLDOO\#LPSOHPHQWHG1

Department/Agency Audit area 1998 1999 2000

Business New Brunswick Financial Assistance to Business and
Performance Reporting

x

Health and Wellness Excellence in Education x
Health and Wellness Hospital Corporation Governance x
Family and Community Services
Finance

NB Case System
Consumption Tax

x
x

Environment and Local Government
Various Departments
Various Departments

Tire Stewardship
Contract Administration
Leasing of Equipment

x
x
x

New Brunswick Liquor Corporation *RYHUQDQFH x
Health and Wellness Food Safety x
Agriculture, Fisheries and Aquaculture Review of Legislation x
Environment and Local Government and
    Health and Wellness

Domestic Well Water Quality x

Natural Resources and Energy Private Forest Lands x
Supply and Services Land Management Fund x
Transportation Engineering Consulting and Road

Construction Materials
x

Office of the Comptroller Provincial Financial Accounting System x

 

Audit year Partially
Total Implemented Implemented Percentage

1998 38 21 5 68
1999 * 101 42 18 59
2000 93 24 33 61
Total 232 87 56 61

* Six recommendations to New Brunswick Liquor Corporation are shown as implemented. 

  However we have not conducted our follow-up work on these recommendations as yet.

Recommendations
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&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
431< 5HVSRQVLELOLWLHV#DVVLJQHG#WR#GHSDUWPHQWV#DQG#DJHQFLHV#FDQ#
FKDQJH#IURP#WLPH#WR#WLPH/#DV#FDQ#WKHLU#QDPHV1#)RU#WKH#SXUSRVHV#RI#WKLV#
FKDSWHU/#ZH#UHIHU#WR#WKH#GHSDUWPHQW#RU#DJHQF\#WKDW#LV#FXUUHQWO\#
UHVSRQVLEOH#IRU#WKH#DXGLW#DUHD1

4<<;#UHFRPPHQGDWLRQV 43143 7KLV#LV#WKH#ODVW#\HDU#ZH#ZLOO#EH#XSGDWLQJ#WKH#RXWVWDQGLQJ#
UHFRPPHQGDWLRQV#IURP#WKH#4<<;#5HSRUW1#,W#LV#WKH#WKLUG#FRQVHFXWLYH#\HDU#
LQ#ZKLFK#DQ#XSGDWH#KDV#EHHQ#SUHVHQWHG1#7KH#HPSKDVLV#RQ#RXU#UHSRUWLQJ#
WKLV#\HDU#ZLOO#EH#RQ#WKH#4<<;#UHFRPPHQGDWLRQV#WKDW#KDYH#QRW#EHHQ#
LPSOHPHQWHG1

'HSDUWPHQW#RI#%XVLQHVV#
1HZ#%UXQVZLFN

)LQDQFLDO#DVVLVWDQFH#WR#
EXVLQHVV#DQG#SHUIRUPDQFH#
UHSRUWLQJ

43144 ,Q#RXU#4<<;#5HSRUW/#ZH#PDGH#WZHQW\0WZR#UHFRPPHQGDWLRQV#DV#D#
UHVXOW#RI#DQ#DXGLW#RI#WKH#'HSDUWPHQW·V#)LQDQFLDO#6HUYLFHV#VHFWLRQ1#7KLV#
VHFWLRQ#SURYLGHV#ILQDQFLDO#DVVLVWDQFH#WR#EXVLQHVV1#:H#DOVR#PDGH#VHYHQ#
UHFRPPHQGDWLRQV#GHVLJQHG#WR#KHOS#WKH#'HSDUWPHQW#WR#HQKDQFH#WKH#
HIIHFWLYHQHVV#RI#LWV#SHUIRUPDQFH#UHSRUWLQJ1

43145 2XU#XSGDWHV#LQ#5333#DQG#5334#LQGLFDWHG#WKDW#WKH#'HSDUWPHQW·V#
VXFFHVV#LQ#LPSOHPHQWLQJ#WKH#UHFRPPHQGDWLRQV#KDG#EHHQ#OLPLWHG1#
+RZHYHU/#LQ#WKH#SDVW#\HDU#SURJUHVV#KDV#EHHQ#PDGH#LQ#DGGUHVVLQJ#D#
QXPEHU#RI#WKHP1#,Q#WRWDO/#HLJKW#RI#WKH#UHFRPPHQGDWLRQV#KDYH#QRZ#EHHQ#
LPSOHPHQWHG1#$QRWKHU#HLJKW#DUH#H[SHFWHG#WR#EH#LPSOHPHQWHG#WKLV#IDOO#DQG#
D#IXUWKHU#IRXU#DUH#H[SHFWHG#WR#EH#SDUWLDOO\#LPSOHPHQWHG#WKLV#IDOO1#7KH#
'HSDUWPHQW#LQGLFDWHV#WKDW#LW#LV#LQ#DJUHHPHQW#ZLWK#WKH#QLQH#
UHFRPPHQGDWLRQV#WKDW#KDYH#QRW#EHHQ#LPSOHPHQWHG1#

)LQDQFLDO#DVVLVWDQFH#WR#EXVLQHVV 43146 7KH#'HSDUWPHQW#SURYLGHG#XV#ZLWK#D#GUDIW#FRS\#RI#LWV#QHZ#3ROLF\#
DQG#3URFHGXUHV#0DQXDO1#7KH#'HSDUWPHQW#SODQV#WR#PHHW#LWV#VWDII#WKLV#IDOO#
+5335,#EHIRUH#LVVXLQJ#WKH#PDQXDO#IRU#JHQHUDO#XVDJH1#$#QXPEHU#RI#RXU#
UHFRPPHQGDWLRQV#KDYH#EHHQ#FRQVLGHUHG#LQ#WKH#FKDQJHV#PDGH#WR#WKH#
PDQXDO1#:LWK#WKH#LVVXDQFH#RI#WKH#PDQXDO#WKH#'HSDUWPHQW#ZLOO#KDYH#
LPSOHPHQWHG#DQ#DGGLWLRQDO#HLJKW#UHFRPPHQGDWLRQV#DQG#SDUWLDOO\#
LPSOHPHQWHG#IRXU1#7KLV#DVVHVVPHQW#LV#EDVHG#RQ#RXU#UHYLHZ#RI#WKH#GUDIW#
PDQXDO1#

43147 )RXU#UHFRPPHQGDWLRQV#KDYH#QRW#EHHQ#DFWHG#RQ1

43148 2QH#RI#WKH#)LQDQFLDO#6HUYLFHV#FRRUGLQDWRUV#VKRXOG#UHYLHZ#DOO#
FOLHQW#ILOHV#WR#HQVXUH#DOO#DSSOLFDEOH#SURFHGXUHV#KDYH#EHHQ#FRPSOHWHG#
SULRU#WR#VHQGLQJ#WKH#SURSRVDO#WR#WKH#1%,'%1

43149 &RQVLGHUDWLRQ#VKRXOG#EH#JLYHQ#WR#LQFUHDVLQJ#WKH#FXW0RII#IRU#
DVVLVWDQFH#DSSOLFDWLRQV#WKDW#PXVW#JR#WR#WKH#%RDUG#RI#0DQDJHPHQW#IRU#
DSSURYDO#IURP#'433/333#WR#D#KLJKHU#OLPLW1

4314: 3ROLFLHV#VKRXOG#EH#DGGHG#WR#WKH#GHSDUWPHQWDO#SROLF\#DQG#
SURFHGXUHV#PDQXDO#WR#FRYHU#DFWLRQV#WR#EH#WDNHQ#LQ#FDVHV#ZKHQ#
PRQLWRULQJ#DFWLYLWLHV#KDYH#LQGLFDWHG#FOLHQW#SUREOHPV1#6XFK#SROLFLHV#
ZRXOG#EH#PRVW#HIIHFWLYHO\#DSSOLHG#LI#WKHUH#ZDV#DOVR#D#UHJXODU#
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)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
PRQLWRULQJ#UHJLPH#LQ#SODFH/#DV#WKLV#ZRXOG#DOORZ#IRU#WKH#HDUO\#
LGHQWLILFDWLRQ#RI#FOLHQW#SUREOHPV1

4314; 3ROLFLHV#VKRXOG#EH#GRFXPHQWHG#LQ#WKH#GHSDUWPHQWDO#SROLF\#
DQG#SURFHGXUHV#PDQXDO#WR#FRYHU#DFWLRQV#WR#EH#WDNHQ#ZKHQ#D#FOLHQW#
KDV#QRW#PHW#WKH#WHUPV#RI#WKHLU#DJUHHPHQW1

3HUIRUPDQFH#UHSRUWLQJ 4314< 7KH#VHYHQ#UHFRPPHQGDWLRQV#FRQFHUQLQJ#SHUIRUPDQFH#UHSRUWLQJ#
ZHUH#PDGH#WR#WKH#'HSDUWPHQW#RI#(FRQRPLF#'HYHORSPHQW/#7RXULVP#DQG#
&XOWXUH/#D#GHSDUWPHQW#ZKLFK#QR#ORQJHU#H[LVWV1#+RZHYHU#LQ#VSLWH#RI#WKH#
RUJDQL]DWLRQDO#FKDQJHV#WKDW#KDYH#WDNHQ#SODFH#LQ#JRYHUQPHQW/#ZH#KDYH#
FRQWLQXHG#WR#HPSKDVL]H#WKH#LPSRUWDQFH#RI#SHUIRUPDQFH#UHSRUWLQJ#DQG#ZH#
KDYH#WUDFNHG#WKH#SURJUHVV#RI#WKH#QHZ#'HSDUWPHQW#LQ#PHHWLQJ#RXU#
UHFRPPHQGDWLRQV1

43153 %HIRUH#WKLV#\HDU·V#5HSRUW#ZH#ZHUH#DEOH#WR#UHSRUW#RQO\#WKDW#WKHUH#
ZDV#DJUHHPHQW#ZLWK#WKH#UHFRPPHQGDWLRQV1#'XULQJ#WKH#SDVW#\HDU#WKH#
'HSDUWPHQW#KDV#UHVSRQGHG#PRUH#VXEVWDQWLYHO\#WR#WKH#UHFRPPHQGDWLRQV1#
7KH#'HSDUWPHQW#KDV#QRZ#LPSOHPHQWHG#WZR#RI#WKH#UHFRPPHQGDWLRQV1

43154 7KH#IROORZLQJ#ILYH#UHFRPPHQGDWLRQV#KDYH#QRW#EHHQ#LPSOHPHQWHG#
DV#\HW1#7KH#GHSDUWPHQW#LQGLFDWHG#LW#SODQV#WR#WDNH#DFWLRQ#IRU#HDFK#RI#WKHP1

43155 7KH#'HSDUWPHQW#VKRXOG#GHYHORS#PRUH#SUHFLVH#GHILQLWLRQV#IRU#
H[LVWLQJ#GHSDUWPHQWDO#SHUIRUPDQFH#LQGLFDWRUV#UHODWLQJ#WR#MREV#
FUHDWHG#DQG#ZHDOWK#JHQHUDWLRQ1

43156 7KH#'HSDUWPHQW#VKRXOG#GHYHORS#SHUIRUPDQFH#LQGLFDWRUV#WR#
UHSRUW#DJDLQVW#DOO#VWUDWHJLF#REMHFWLYHV1#7KLV#ZRXOG#DOORZ#IRU#DQ#
HYDOXDWLRQ#RI#WKH#GHJUHH#RI#VXFFHVV#RI#WKH#'HSDUWPHQW#LQ#DFKLHYLQJ#LWV#
VWUDWHJLF#REMHFWLYHV#DQG#WKHUHIRUH#LWV#PLVVLRQ1

43157 7KH#'HSDUWPHQW#VKRXOG#VKRZ#DQQXDO#WDUJHWV#IRU#DOO#
GHSDUWPHQWDO#SHUIRUPDQFH#LQGLFDWRUV#WKDW#DUH#UHSRUWHG#LQ#WKH#
GHSDUWPHQWDO#DQQXDO#UHSRUW1#5HSRUWLQJ#DJDLQVW#WKHVH#DQQXDO#WDUJHWV#
VKRXOG#DOORZ#IRU#D#\HDUO\#HYDOXDWLRQ#RI#WKH#'HSDUWPHQW·V#
DFKLHYHPHQW#LQ#PHHWLQJ#VWUDWHJLF#REMHFWLYHV1#6XFK#DQQXDO#WDUJHWV#
FRXOG#EH#SDUW#RI#ORQJHU0WHUP#WDUJHWV#HVWDEOLVKHG#LQ#WKH#3HUIRUPDQFH#
0HDVXUHPHQW#VXSSOHPHQW#WR#WKH#0DLQ#(VWLPDWHV#IRU#SDUWLFXODU#
SHUIRUPDQFH#LQGLFDWRUV1

43158 7KH#'HSDUWPHQW#VKRXOG#FRPSO\#IXOO\#ZLWK#WKH#SURYLQFLDO#
DQQXDO#UHSRUW#SROLF\#LQ#IXWXUH#GHSDUWPHQWDO#DQQXDO#UHSRUWV1#
6SHFLILFDOO\/#WKH#IROORZLQJ#FRQWHQW#VKRXOG#EH#DGGHG#WR#WKH#DQQXDO#
UHSRUW=

• D#GLVFXVVLRQ#RI#WKH#FRQWLQXHG#UHOHYDQFH#RI#NH\#GHSDUWPHQWDO#
SURJUDPV>
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&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
• D#GLVFXVVLRQ#RI#WKH#OHYHO#RI#FOLHQW#DFFHSWDQFH#RI#NH\#GHSDUWPHQWDO#
SURJUDPV>

• DQ#DFWXDO#YHUVXV#EXGJHW#SUHVHQWDWLRQ#RI#NH\#ILQDQFLDO#
LQIRUPDWLRQ>#DQG

• DQ#H[SODQDWLRQ#RI#DQ\#VLJQLILFDQW#YDULDQFHV#IURP#EXGJHW1

43159 $GGLWLRQDOO\/#RQFH#GHSDUWPHQWDO#VWUDWHJLF#REMHFWLYHV#KDYH#
EHHQ#GHILQHG/#LW#ZRXOG#EH#XVHIXO#WR#KDYH#SHUIRUPDQFH#LQGLFDWRUV#DQG#
QDUUDWLYH#GHVFULSWLRQV#RI#DFKLHYHPHQWV#SUHVHQWHG#E\#VWUDWHJLF#
REMHFWLYH#LQ#WKH#DQQXDO#UHSRUW1#7KLV#ZRXOG#PDNH#LW#PXFK#HDVLHU#IRU#D#
UHDGHU#WR#HYDOXDWH#WKH#GHJUHH#RI#VXFFHVV#RI#WKH#'HSDUWPHQW#LQ#
DFKLHYLQJ#LWV#VWUDWHJLF#REMHFWLYHV1

4315: 2QFH#DJDLQ/#WKHVH#UHFRPPHQGDWLRQV#WR#WKH#'HSDUWPHQW#RI#
%XVLQHVV#1HZ#%UXQVZLFN#KDYH#EHHQ#XSGDWHG#IRU#WKH#ILQDO#WLPH1#:H#ZLOO#
QRW#SXEOLVK#IXUWKHU#LQIRUPDWLRQ#RQ#DQ\#DFWLRQ#WKH#'HSDUWPHQW#WDNHV#LQ#
UHVSRQVH#WR#WKH#UHFRPPHQGDWLRQV1#

'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV

([FHOOHQFH#LQ#(GXFDWLRQ

4315; ,Q#RXU#4<<;#5HSRUW/#ZH#PDGH#RQH#UHFRPPHQGDWLRQ#DV#D#UHVXOW#RI#
RXU#DXGLW#RI#WKH#JRYHUQPHQW·V#UHVSRQVH#WR#WKH#UHFRPPHQGDWLRQV#RI#WKH#
&RPPLVVLRQ#RQ#([FHOOHQFH#LQ#(GXFDWLRQ1

4315< ([FHOOHQFH#LQ#(GXFDWLRQ#+(,(,#ZDV#DQQRXQFHG#LQ#6HSWHPEHU#
4<<5#ZLWK#D#IRXU0\HDU#EXGJHW#RI#'941:#PLOOLRQ1#7KH#EXON#RI#WKH#EXGJHW#
ZHQW#WR#WKH#'HSDUWPHQW#RI#(GXFDWLRQ#+'6<15#PLOOLRQ,#DQG#WKH#'HSDUWPHQW#
RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#+'4914#PLOOLRQ,1#7KH#'HSDUWPHQW#RI#
+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#KDV#VLQFH#EHFRPH#WKH#'HSDUWPHQW#RI#
+HDOWK#DQG#:HOOQHVV1

43163 7KH#'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#GHYHORSHG#D#UDWKHU#
VRSKLVWLFDWHG#DSSURDFK#IRU#HYDOXDWLQJ#WKH#(DUO\#&KLOGKRRG#,QLWLDWLYHV/#
WKH#PDMRU#SDUW#RI#LWV#VSHQGLQJ1#:H#ZHUH#LPSUHVVHG#E\#WKH#WKRURXJKQHVV#
RI#WKH#DSSURDFK#DQG#UHFRPPHQGHG#WKDW#WKH#UHVXOWV#RI#WKH#HYDOXDWLRQ#RI#
WKH#(DUO\#&KLOGKRRG#,QLWLDWLYHV#EH#WDEOHG#LQ#WKH#/HJLVODWLYH#$VVHPEO\1#
:H#PDGH#WKLV#UHFRPPHQGDWLRQ#EHFDXVH#ZH#EHOLHYHG#LW#LV#LPSRUWDQW#IRU#
JRYHUQPHQW#WR#SHUIRUP#SRVW0LPSOHPHQWDWLRQ#UHYLHZV#WR#GHWHUPLQH#LI#
LQWHQGHG#UHVXOWV#ZHUH#DFKLHYHG1

43164 8QIRUWXQDWHO\#WKLV#UHFRPPHQGDWLRQ#KDV#QRW#EHHQ#LPSOHPHQWHG1

'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV

+RVSLWDO#FRUSRUDWLRQ#
JRYHUQDQFH

43165 ,Q#RXU#4<<;#5HSRUW/#ZH#PDGH#VL[#UHFRPPHQGDWLRQV#WR#WKH#
'HSDUWPHQW#UHODWLQJ#WR#LWV#UHVSRQVLELOLWLHV#LQ#WKH#DUHD#RI#KRVSLWDO#
FRUSRUDWLRQ#JRYHUQDQFH#DQG#DFFRXQWDELOLW\1#/DVW#\HDU#ZH#UHSRUWHG#WKDW#
WKUHH#RI#WKH#UHFRPPHQGDWLRQV#KDG#EHHQ#DGRSWHG1#7KLV#\HDU#ZH#FDQ#UHSRUW#
WKDW#RQH#IXUWKHU#UHFRPPHQGDWLRQ#KDV#EHHQ#LPSOHPHQWHG1

43166 2QH#RI#WKH#UHPDLQLQJ#UHFRPPHQGDWLRQV#ZDV#WKDW#WKH#'HSDUWPHQW#
VKRXOG#SURYLGH#WKH#KRVSLWDO#FRUSRUDWLRQV/#QRZ#UHJLRQDO#KHDOWK#DXWKRULWLHV#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 54:



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
+5+$V,/#ZLWK#ORQJ0UDQJH#EXGJHWV#WR#IDFLOLWDWH#VWUDWHJLF#DQG#RSHUDWLRQDO#
SODQQLQJ1#$OVR#WKDW#5+$V#VKRXOG#EH#JLYHQ#WKH#RSSRUWXQLW\#WR#SURYLGH#
LQSXW#LQWR#WKLV#ORQJ0UDQJH#EXGJHWLQJ#SURFHVV1#$OWKRXJK#WKH#'HSDUWPHQW#
KDV#WDNHQ#VRPH#DFWLRQ#RQ#WKLV/#WKH#UHFRPPHQGDWLRQ#KDV#QRW#EHHQ#IXOO\#
LPSOHPHQWHG1#5+$V#ZLOO#EH#UHTXLUHG#WR#GHYHORS#WKUHH0\HDU#UHJLRQDO#
KHDOWK#DQG#EXVLQHVV#SODQV1#+RZHYHU#WKH#$FW#UHTXLUHV#WKH#0LQLVWHU#RI#
+HDOWK#DQG#:HOOQHVV#WR#DSSURYH#ILQDQFLDO#SODQV#RQ#D#\HDUO\#EDVLV#UDWKHU#
WKDQ#IRU#WKH#WKUHH0\HDU#SHULRG1#

43167 7KH#UHPDLQLQJ#UHFRPPHQGDWLRQ#ZDV#WKDW#WKH#0LQLVWHU2
'HSDUWPHQW#UHTXLUH#WKH#5+$V#WR#GHYHORS#SHUIRUPDQFH#LQGLFDWRUV#IRU#
WKHLU#VWUDWHJLF#REMHFWLYHV#DQG#VHW#DQQXDO#WDUJHWV#IRU#HDFK#SHUIRUPDQFH#
LQGLFDWRU#LGHQWLILHG1#7KH#0LQLVWHU#VKRXOG#DSSURYH#WKHVH#SHUIRUPDQFH#
LQGLFDWRUV#DQG#WDUJHWV1#7KH#0LQLVWHU2'HSDUWPHQW#VKRXOG#DOVR#FRQVLGHU#
VHWWLQJ#VWDQGDUG#SHUIRUPDQFH#LQGLFDWRUV#IRU#DOO#5+$V#ZKHUH#FRQVLGHUHG#
DSSURSULDWH1#7KHVH#FRXOG#EH#XVHG#IRU#FRPSDUDWLYH#SXUSRVHV1#

43168 :KLOH#WKH#5+$#OHJLVODWLRQ#UHFRJQL]HV#WKDW#WKH#0LQLVWHU#PD\#
HVWDEOLVK#SHUIRUPDQFH#WDUJHWV/#WKH#'HSDUWPHQW#KDV#QR#FRQFUHWH#SODQV#WR#
PRYH#IRUZDUG#RQ#WKLV#RU#WR#FUHDWH#VWDQGDUG#LQGLFDWRUV#IRU#WKH#5+$V1

'HSDUWPHQW#RI#)DPLO\#DQG#
&RPPXQLW\#6HUYLFHV

1%#&DVH#V\VWHP

43169 2QH#RI#WZR#UHFRPPHQGDWLRQV#UHPDLQV#RXWVWDQGLQJ#IURP#DQ#DXGLW#
FRQGXFWHG#RQ#WKH#LPSOHPHQWDWLRQ#RI#WKH#'HSDUWPHQW·V#DXWRPDWHG#
1%&DVH#V\VWHP1

4316: :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#SUHSDUH#D#IXOO0FRVW#
DQDO\VLV#RI#DOWHUQDWLYH#PHWKRGV#RI#RSHUDWLQJ#DQG#PDLQWDLQLQJ#WKH
1%#&DVH#V\VWHP1#:H#VXJJHVWHG#WKH#DQDO\VLV#VKRXOG#EH#SUHSDUHG#SULRU#
WR#WKH#H[SLU\#RI#WKH#DJUHHPHQW#ZLWK#$QGHUVHQ#&RQVXOWLQJ1

4316; 7KH#'HSDUWPHQW#FKRVH#WR#H[WHQG#WKH#PDLQWHQDQFH#FRQWUDFW#IRU#
WZR#\HDUV1#$#IXOO0FRVW#DQDO\VLV#ZDV#QRW#FRQGXFWHG#DW#WKH#WLPH#WKH#
WZR0\HDU#H[WHQVLRQ#ZDV#PDGH1#7KH#'HSDUWPHQW#LQGLFDWHG#WKDW#ZKHQ#WKH#
H[WHQVLRQ#LV#RYHU#LQ#5335#LW#ZLOO#KDYH#D#¶UHTXHVW#IRU#SURSRVDOV·#LQ#
VHOHFWLQJ#WKH#VXSSOLHU#IRU#WKH#VHUYLFH1

4<<<#UHFRPPHQGDWLRQV 4316< :H#DUH#XSGDWLQJ#WKH#UHFRPPHQGDWLRQV#ZH#PDGH#LQ#RXU#4<<<#
5HSRUW#IRU#WKH#VHFRQG#WLPH1#$#GHWDLOHG#XSGDWH#ZDV#ILUVW#SUHVHQWHG#LQ#RXU#
5334#5HSRUW1

'HSDUWPHQW#RI#)LQDQFH

&RQVXPSWLRQ#7D[#

43173 'XH#WR#WKH#UHSODFHPHQW#RI#&RQVXPSWLRQ#7D[#ZLWK#+DUPRQL]HG#
6DOHV#7D[/#ZH#ZDQWHG#WR#HQVXUH#WKDW#WKH#DVVHVVPHQW#DQG#FROOHFWLRQ#
DFWLYLWLHV#ZHUH#QRW#VFDOHG#EDFN#EHIRUH#DGHTXDWHO\#DGGUHVVLQJ#WKH#
XQDVVHVVHG#DQG#XQFROOHFWHG#WD[HV#UHFHLYDEOH1#:H#UHYLHZHG#WKH#HFRQRP\#
DQG#HIILFLHQF\#RI#WKH#DFFHOHUDWHG#HIIRUWV#WR#LGHQWLI\#XQDVVHVVHG#SURYLQFLDO#
VDOHV#WD[#DQG#WR#FROOHFW#RXWVWDQGLQJ#VDOHV#WD[1#:H#DOVR#UHYLHZHG#ZKHWKHU#
WKH#'HSDUWPHQW#KDG#HVWDEOLVKHG#DQG#UHSRUWHG#VDWLVIDFWRU\#SHUIRUPDQFH#
PHDVXUHV#IRU#WKHVH#DUHDV1#1LQH#UHFRPPHQGDWLRQV#UHVXOWHG#IURP#WKLV#
ZRUN1#
54; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
43174 /DVW#\HDU#ZH#UHSRUWHG#WKDW#IRXU#RI#WKH#UHFRPPHQGDWLRQV#KDG#
EHHQ#DGRSWHG1#:H#FDQ#UHSRUW#WKDW#RQH#PRUH#UHFRPPHQGDWLRQ#KDV#EHHQ#
DGRSWHG#QRZ#WKDW#WKH#'HSDUWPHQW#KDV#WDNHQ#DFWLRQ#RQ#WKH#ZULWH0RII#RI#
XQFROOHFWDEOH#DFFRXQWV1#

43175 :ULWH0RIIV#RI#XQFROOHFWDEOH#DFFRXQWV#VKRXOG#EH#PDGH#PRUH#
SURPSWO\#WR#HQKDQFH#DFFRXQWDELOLW\#DQG#LPSURYH#ILQDQFLDO#UHSRUWLQJ1

43176 7KH#'HSDUWPHQW#DJUHHV#ZLWK#WKH#UHFRPPHQGDWLRQ1#'XULQJ#WKH#
SDVW#\HDU#WKH#'HSDUWPHQW#VHQW#RYHU#4/333#DFFRXQWV#WR#WKH#%RDUG#RI#
0DQDJHPHQW#IRU#ZULWH#RII#RU#UHPLVVLRQ1#

43177 )RU#WKUHH#UHFRPPHQGDWLRQV/#HLWKHU#WKH#WLPH#IRU#DFWLRQ#KDV#SDVVHG#
RU#WKH#GHSDUWPHQW#LV#QRW#LQ#DJUHHPHQW#ZLWK#WKH#DFWLRQ#VXJJHVWHG1#7KHVH#
ZHUH#UHSRUWHG#ODVW#\HDU1#7KH#SHULRG#RI#DSSOLFDELOLW\#IRU#WKH#QLQWK#
UHFRPPHQGDWLRQ/#ZKLFK#IROORZV/#KDV#DOVR#SDVVHG#EXW#WKH#'HSDUWPHQW#
RQFH#DJDLQ#UHVSRQGHG#IDYRXUDEO\#WR#WKH#WKUXVW#RI#WKH#UHFRPPHQGDWLRQ1

43178 )RUPDO#REMHFWLYHV#IRU#WKH#FROOHFWLRQ#DFWLYLW\#VKRXOG#EH#
HVWDEOLVKHG1#0HDVXUDEOH#JRDOV#VXFK#DV#FRVW#SHU#GROODU#FROOHFWHG#DQG#
SHUFHQWDJH#FROOHFWHG#IRU#WKH#FROOHFWLRQ#SURJUDP#VKRXOG#WKHQ#EH#
HVWDEOLVKHG/#PRQLWRUHG/#DQG#UHSRUWHG1#5HVXOWV#VKRXOG#EH#XVHG#WR#
RSWLPL]H#UHVRXUFHV#GHGLFDWHG#WR#WKLV#WDVN1#7KHVH#JRDOV#VKRXOG#EH#XVHG#
WR#HVWDEOLVK#ZRUN#SODQV#IRU#WKH#FROOHFWRUV1#5HJXODU#SHUIRUPDQFH#
DSSUDLVDOV#IRU#WKH#FROOHFWRUV#VKRXOG#EH#GRQH#ZLWK#UHIHUHQFH#WR#WKHVH#
ZRUN#SODQV1

43179 :LWK#WKH#OLPLWHG#QXPEHU#RI#DFWLYH#FRQVXPSWLRQ#WD[#DFFRXQWV#
UHPDLQLQJ/#IXUWKHU#DFWLRQ#E\#WKH#'HSDUWPHQW#WR#IRUPDOL]H#LWV#SURFHVVHV#
IRU#WKH#FROOHFWLRQ#RI#WKHVH#DFFRXQWV#ZRXOG#QRW#EH#H[SHFWHG#DW#WKLV#SRLQW#LQ#
WLPH1#7KH#'HSDUWPHQW#LQGLFDWHG#WKDW#LW#DJUHHG#ZLWK#WKH#UHFRPPHQGDWLRQ#
DQG#WKDW#LW#LV#DSSOLFDEOH#WR#WKH#FROOHFWLRQ#RI#SURSHUW\#WD[HV#ZKLFK#LV#QRZ#
WKH#SULPDU\#IRFXV#RI#WKH#FROOHFWRUV1#6SHFLILF#REMHFWLYHV#DUH#EHLQJ#
HVWDEOLVKHG#IRU#WKH#SURSHUW\#WD[#FROOHFWRUV1#:H#ZHUH#YHU\#SOHDVHG#WR#
OHDUQ#RI#WKLV#LQLWLDWLYH1

'HSDUWPHQW#RI#WKH#
(QYLURQPHQW#DQG#/RFDO#
*RYHUQPHQW

7LUH#VWHZDUGVKLS#

4317: 7KH#HQYLURQPHQWDO#GDQJHUV#DVVRFLDWHG#ZLWK#WKH#VWRUDJH#RU#
GLVSRVDO#RI#ZDVWH#WLUHV#DUH#ZHOO#NQRZQ1#:H#H[DPLQHG#WKH#SODQQLQJ#DQG#
LPSOHPHQWDWLRQ#DVSHFWV#RI#WKH#7LUH#6WHZDUGVKLS#3URJUDP#LQ#1HZ#
%UXQVZLFN1#:H#DOVR#H[DPLQHG#WKH#RSHUDWLRQ#RI#WKH#SURJUDP#XS#WR#
64 0DUFK#4<<<1#(OHYHQ#UHFRPPHQGDWLRQV#ZHUH#SUHVHQWHG#WR#WKH#
'HSDUWPHQW#RI#WKH#(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#DW#WKH#FRQFOXVLRQ#
RI#WKH#DXGLW1#

4317; ,Q#ODVW#\HDU·V#5HSRUW#ZH#LQGLFDWHG#WKDW#DOO#EXW#WKUHH#RI#WKH#
UHFRPPHQGDWLRQV#ZHUH#LPSOHPHQWHG1#$Q#XSGDWH#RQ#WKH#ILQDO#WKUHH#
UHFRPPHQGDWLRQV#KDV#EHHQ#SUHSDUHG1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 54<



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
4317< :H#UHFRPPHQGHG#WKH#7LUH#6WHZDUGVKLS#%RDUG#LQLWLDWH#D#
VWXG\#WR#DQDO\VH#WKH#LVVXHV#VXUURXQGLQJ#WKH#JURZLQJ#OLDELOLW\#IRU#
DFFUXHG#SURFHVVLQJ#IHHV1

43183 7KH#DFFUXHG#SURFHVVLQJ#IHHV#DUH#WR#EH#SDLG#ZKHQ#SURGXFWV#
FRQWDLQLQJ#UHF\FOHG#PDWHULDOV#DUH#VROG1#$V#LQYHQWRULHV#RI#UHF\FOHG#
PDWHULDOV#JURZ/#VR#GRHV#WKH#OLDELOLW\1#$Q#HIIHFWLYH#UHF\FOLQJ#SURJUDP#
ZRXOG#VHH#WKH#EDODQFH#UHPDLQLQJ#FRQVWDQW1#,Q#RXU#4<<<#DXGLW#ZH#VDZ#
HYLGHQFH#WKDW#WKH#OLDELOLW\#ZDV#JURZLQJ#UDSLGO\1#

43184 7KLV#\HDU#ZH#QRWH#WKDW#WKH#OLDELOLW\#UHSRUWHG#LQ#WKH#DXGLWHG#
ILQDQFLDO#VWDWHPHQWV#RI#WKH#7LUH#6WHZDUGVKLS#%RDUG#KDV#GHFOLQHG#VWHDGLO\#
RYHU#WKH#SDVW#IHZ#\HDUV1#7KH#'HSDUWPHQW#SUHGLFWV#WKDW#WKH#LQYHQWRU\#RI#
SURFHVVHG#WLUHV#ZLOO#EH#WRWDOO\#GLVSHUVHG#ZLWKLQ#WKH#\HDU1

43185 7KHUH#ZHUH#RWKHU#TXHVWLRQV#UDLVHG#LQ#RXU#DXGLW#KRZHYHU1#)RU#
H[DPSOH/#ZH#ZHUH#FRQFHUQHG#WKDW#WKH#DPRXQW#RI#WKH#OLDELOLW\#ZDV#QRW#
FRQVLVWHQW#ZLWK#WKH#LQYHQWRU\#OHYHOV1#:H#DOVR#DVNHG#ZK\#WKH#ILQDQFLDO#
VWDWHPHQW#OLDELOLW\#FRQWLQXHG#WR#JURZ#ZKHQ#WKH#QXPEHU#RI#WLUHV#UHPDLQHG#
IDLUO\#FRQVWDQW1#$V#ZHOO#WKH#%RDUG#ZDV#DFWLYHO\#ZRUNLQJ#RQ#+67#
UHTXLUHPHQWV/#D#PDWWHU#WKDW#FRXOG#UHIOHFW#RQ#WKH#H[LVWLQJ#IHH1#1R#VWXG\#
ZDV#FRQGXFWHG#WR#DGGUHVV#WKHVH#LVVXHV1

43186 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#DQG#WKH#)LUH#0DUVKDO#
GHYHORS#D#FRPSUHKHQVLYH#SODQ#WKDW#LGHQWLILHV#ZKR#ZLOO#LQVSHFW#7LUH#
5HF\FOLQJ#$WODQWLF#&DQDGD#&RUSRUDWLRQ#+75$&&,#IRU#WKH#YDULRXV#
OHJLVODWHG#DQG#FRQWUDFWXDO#UHTXLUHPHQWV1

43187 7KH#'HSDUWPHQW#LQGLFDWHG#WKDW#LW#ZLOO#FRQWLQXH#WR#LQVSHFW#WKH#
75$&&#IDFLOLW\/#DV#UHTXLUHG/#WR#HQVXUH#FRPSOLDQFH#ZLWK#WKH#DSSURYDO#WR#
RSHUDWH1#,W#DOVR#LQGLFDWHG#WKDW#WKH#)LUH#0DUVKDO·V#2IILFH#ZLOO#FRQWLQXH#WR#
SURYLGH#WHFKQLFDO#VXSSRUW1#+RZHYHU/#QR#FRPSUHKHQVLYH#SODQ#KDV#\HW#
EHHQ#GHYHORSHG1#:LWKRXW#D#IRUPDO#FRPPLWPHQW#LQ#SODFH#IRU#LQVSHFWLRQ/#
ZH#FRQFOXGH#WKDW#WKH#UHFRPPHQGDWLRQ#KDV#QRW#EHHQ#IXOO\#LPSOHPHQWHG1

43188 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#DQG#WKH#)LUH#0DUVKDO#
ZRUN#WRJHWKHU#WR#FR0RUGLQDWH#WKH#VFKHGXOLQJ/#UHSRUWLQJ#DQG#
FRUUHFWLYH#DFWLRQ#RI#DOO#LQVSHFWLRQV#RI#75$&&#DV#UHTXLUHG1#

43189 7KHUH#LV#HYLGHQFH#RI#FRPPXQLFDWLRQ#EHWZHHQ#WKH#WZR#SDUWLHV#LQ#
WKH#LQVSHFWLRQ#GRQH#LQ#0D\#53341#+RZHYHU/#ZH#KDYH#VHHQ#QR#HYLGHQFH#
RI#WKH#RUJDQL]DWLRQ#RI#DQ#HVWDEOLVKHG#DQG#FR0RUGLQDWHG#SODQ#IRU#
VFKHGXOLQJ/#UHSRUWLQJ#DQG#WDNLQJ#FRUUHFWLYH#DFWLRQ#RQ#LQVSHFWLRQV1#

&RQWUDFW#DGPLQLVWUDWLRQ 4318: ,W#ZDV#UHDGLO\#DSSDUHQW#IURP#RXU#ZRUN#DQG#RXU#ILQGLQJV#LQ#RXU#
4<<:#DQG#4<<;#DQQXDO#5HSRUWV#WKDW#FRQWUDFWV#EHWZHHQ#WKH#3URYLQFH#DQG#
LWV#VXSSOLHUV#DUH#YHU\#LPSRUWDQW1#0RUH#DQG#PRUH#VHUYLFHV#ZHUH#EHLQJ#
GHOLYHUHG#E\#WKH#SULYDWH#VHFWRU#DQG#PDQ\#FRQWUDFWV#KDYH#OLYHV#H[WHQGLQJ#
RYHU#PXOWLSOH#ILVFDO#\HDUV1#7KH#REMHFWLYH#RI#WKLV#DXGLW#ZDV#WR#GHWHUPLQH#
553 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
ZKDW#V\VWHPV#ZHUH#LQ#SODFH#WR#HQVXUH#FRQWUDFWV#ZHUH#EHLQJ#DGPLQLVWHUHG#
LQ#DFFRUGDQFH#ZLWK#QHJRWLDWHG#WHUPV#DQG#FRQGLWLRQV1#:H#H[DPLQHG#HLJKW#
GHSDUWPHQWV#LQ#PDNLQJ#WKLV#DVVHVVPHQW1

4318; 7KH#IROORZLQJ#JHQHUDO#FRPPHQW#FRQWLQXHV#WR#EH#UHOHYDQW1

4318< $#UHJLVWU\#RI#FRQWUDFWV#VKRXOG#H[LVW#DW#HLWKHU#WKH#
UHVSRQVLELOLW\#FHQWUH#RU#GHSDUWPHQWDO#OHYHO1#7KLV#UHJLVWU\#VKRXOG#
LQFOXGH#LQIRUPDWLRQ#RQ#NH\#ILQDQFLDO#DQG#QRQ0ILQDQFLDO#XQGHUWDNLQJV#
DQG#EH#RUJDQL]HG#LQ#D#PDQQHU#ZKLFK#SHUPLWV#HIIHFWLYH#UHYLHZ#DQG#
IROORZ0XS1

43193 $V#VWDWHG#ODVW#\HDU/#EDVHG#RQ#WKH#OLPLWHG#IROORZ0XS/#ZH#IRXQG#
WKDW#WKHUH#LV#D#PL[WXUH#RI#SUDFWLFHV#LQ#WKH#GHSDUWPHQWV#EXW#VRPH#UHJLVWULHV#
ZHUH#EHLQJ#XVHG1#1R#UHTXLUHPHQW#KDV#EHHQ#LVVXHG#WKDW#DOO#GHSDUWPHQWV#
PXVW#PDLQWDLQ#D#UHJLVWU\1#1H[W#\HDU#ZLOO#EH#WKH#ODVW#\HDU#ZH#DUH#
IROORZLQJ#XS#RQ#WKLV#LVVXH#DQG#ZH#SODQ#WR#LQLWLDWH#D#PRUH#GHWDLOHG#DQDO\VLV#
LQ#SUHSDUDWLRQ#IRU#WKH#XSGDWH1#

43194 $W#WKH#WLPH#RI#WKH#DXGLW/#ZH#VHW#WZR#IXUWKHU#JRDOV#IRU#RXUVHOYHV1#
:H#GHWHUPLQHG#WKH#H[WHQW#WR#ZKLFK#FRQWUDFW#SHUIRUPDQFH#ZDV#PRQLWRUHG#
DQG#UHSRUWHG#DQG#WKH#H[WHQW#WR#ZKLFK#FRQWUDFWV#GHOLYHU#ZKDW#ZDV#DJUHHG1#
$OO#UHFRPPHQGDWLRQV#WR#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#KDYH#
EHHQ#LPSOHPHQWHG1#6RPH#RI#WKH#UHFRPPHQGDWLRQV#WR#WKH#'HSDUWPHQW#RI#
)DPLO\#DQG#&RPPXQLW\#6HUYLFHV#DUH#VWLOO#RXWVWDQGLQJ1

)DPLO\#DQG#&RPPXQLW\#
6HUYLFHV#FRQWUDFWV

43195 :H#PDGH#QLQH#UHFRPPHQGDWLRQV#WR#WKH#'HSDUWPHQW1#:H#UHSRUWHG#
ODVW#\HDU#WKDW#ILYH#RI#WKHVH#ZHUH#LPSOHPHQWHG#DQG#WKUHH#ZHUH#SDUWLDOO\#
LPSOHPHQWHG1#7KH#'HSDUWPHQW#DJUHHG#ZLWK#WKH#UHPDLQLQJ#
UHFRPPHQGDWLRQ#EXW#DV#UHSRUWHG#ODVW#\HDU#ZDV#XQDEOH#WR#FRPSO\#WRWDOO\1#
7KH#VWDWXV#WKLV#\HDU#LV#WKH#VDPH1

43196 7KH#'HSDUWPHQW#UHSRUWHG#WKLV#\HDU#WKDW#D#WDUJHWHG#
LPSOHPHQWDWLRQ#GDWH#RI#64#0DUFK#5336#KDV#EHHQ#VHW#IRU#WKH#IROORZLQJ#
WKUHH#SDUWLDOO\#LPSOHPHQWHG#UHFRPPHQGDWLRQV1

43197 :KHUH#D#SXUFKDVH#RI#VHUYLFH#FRQWUDFW#LV#LPSOHPHQWHG/#WKH#
'HSDUWPHQW#VKRXOG#REWDLQ#UHOHYDQW#DQG#FRPSOHWH#LQIRUPDWLRQ#WKDW#
FDQ#EH#XVHG#WR#DVVHVV#FRQWUDFWRU#SHUIRUPDQFH1

43198 7KH#'HSDUWPHQW#VKRXOG#HQVXUH#WKDW#WKH#LQIRUPDWLRQ#REWDLQHG#
IURP#FRQWUDFWRUV#IRU#XVH#LQ#DVVHVVLQJ#SHUIRUPDQFH#LV#UHOLDEOH1

43199 7KH#'HSDUWPHQW#QHHGV#WR#LPSOHPHQW#D#PRUH#VWUXFWXUHG/#
SURDFWLYH#DSSURDFK#WR#HQVXUH#WKDW#VHUYLFHV#EHLQJ#SURYLGHG#E\#
VXSSOLHUV#PHHW#TXDOLW\#DQG#RWKHU#VWDQGDUGV#DV#VSHFLILHG#LQ#LWV#
FRQWUDFWV1#7KLV#ZRXOG#LQFOXGH#SURYLGLQJ#UHJXODU#IHHGEDFN#WR#
FRQWUDFWRUV#RQ#WKH#VDWLVIDFWLRQ#ZLWK#WKHLU#VHUYLFHV1
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)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
/HDVLQJ#RI#HTXLSPHQW 4319: /HDVLQJ/#GHVSLWH#LWV#DWWUDFWLYHQHVV#IURP#D#EXGJHW#SHUVSHFWLYH/#LV#
RIWHQ#OHVV#HFRQRPLFDO#WKDQ#SXUFKDVLQJ#RXWULJKW1#7KLV#LV#SDUWLFXODUO\#VR#LQ#
WKH#FDVH#RI#WKH#3URYLQFH#ZKHUH#PRVW#OHDVLQJ#FRPSDQLHV#FRXOG#QRW#PDWFK#
WKH#3URYLQFH·V#ORZ#UDWHV#RI#ILQDQFLQJ1#:H#FRQGXFWHG#DQ#DXGLW#WR#HQVXUH#
WKDW#OHDVLQJ#GHFLVLRQV#ZHUH#PDGH#ZLWK#GXH#UHJDUG#WR#HFRQRP\#DQG#WKDW#
WKH\#ZHUH#SURSHUO\#UHFRUGHG#LQ#WKH#ERRNV#RI#WKH#3URYLQFH1

4319; )RXU#GHSDUWPHQWV#UHFHLYHG#UHFRPPHQGDWLRQV#EXW#WKH#'HSDUWPHQW#
RI#(GXFDWLRQ#ZDV#WKH#PDLQ#IRFXV#RI#RXU#DXGLW1#1LQH#UHFRPPHQGDWLRQV#
ZHUH#PDGH#WR#WKH#'HSDUWPHQW#DQG#LQ#JHQHUDO#WKHUH#LV#QR#GLVDJUHHPHQW1#
$V#UHSRUWHG#ODVW#\HDU/#D#WRWDO#RI#VL[#UHFRPPHQGDWLRQV#KDYH#EHHQ#DFFHSWHG#
E\#WKH#'HSDUWPHQW/#KRZHYHU#ZH#ZHUH#WROG#WKDW#QR#OHDVLQJ#KDG#WDNHQ#
SODFH#VLQFH#WKH#UHFRPPHQGDWLRQV#ZHUH#PDGH1#:H#DOVR#UHSRUWHG#WKDW#WKH#
WLPH#IRU#DFWLRQ#KDG#SDVVHG#IRU#RQH#RI#WKH#UHFRPPHQGDWLRQV#DQG#QR#DFWLRQ#
ZDV#SODQQHG#LQ#UHVSRQVH#WR#DQRWKHU1#

4319< 'XULQJ#WKH#SDVW#\HDU#WKH#'HSDUWPHQW#WRRN#DFWLRQ#RQ#RQH#
UHFRPPHQGDWLRQ1

431:3 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#GHYHORS#D#SODQ#WR#GHDO#
ZLWK#ERWK#WKH#HGXFDWLRQDO#SURJUDPPLQJ#DQG#WHFKQRORJ\#UHSODFHPHQW#
LVVXHV#DVVRFLDWHG#ZLWK#WKH#H[SLU\#RI#OHDVHV#ZLWKLQ#DQ#DFDGHPLF#\HDU1

431:4 7KH#'HSDUWPHQW·V#SODQ#LV#WR#EX\#RXW#DOO#H[LVWLQJ#FRPSXWHU#OHDVHV#
DV#WKH\#H[SLUH1#7KHUH#LV#QR#SODQ#WR#OHDVH#FRPSXWHUV#LQ#WKH#IXWXUH1#

1HZ#%UXQVZLFN#/LTXRU#
&RUSRUDWLRQ

*RYHUQDQFH

431:5 :H#EHOLHYH#WKDW#SURPRWLQJ#DFFRXQWDELOLW\#LV#WKH#PRVW#LPSRUWDQW#
SDUW#RI#RXU#ZRUN1#:H#DOVR#EHOLHYH#WKDW#DSSURSULDWH#DFFRXQWDELOLW\#
SURFHVVHV#FDQQRW#EH#HVWDEOLVKHG#LQ#&URZQ#DJHQFLHV#XQOHVV#HIIHFWLYH#
JRYHUQDQFH#VWUXFWXUHV#DQG#SURFHVVHV#DUH#LQ#SODFH#DQG#IXQFWLRQLQJ1#:H#
FRQGXFWHG#DQ#LQ0GHSWK#UHYLHZ#RI#WKH#JRYHUQDQFH#DQG#DFFRXQWDELOLW\#
VWUXFWXUHV#LQ#SODFH#DW#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#DQG#
UHSRUWHG#D#WRWDO#RI#QLQHWHHQ#UHFRPPHQGDWLRQV#DW#WKH#FRQFOXVLRQ#RI#RXU#
ZRUN1

431:6 7KH#%RDUG#DJUHHG#ZLWK#RQO\#VL[#RI#WKH#UHFRPPHQGDWLRQV#EXW#WKH\#
SURPLVHG#WR#WDNH#WKH#QHFHVVDU\#DFWLRQ#RQ#WKHVH1#$UUDQJHPHQWV#KDG#EHHQ#
PDGH#ZLWK#WKH#&RUSRUDWLRQ#IRU#XV#WR#FRQGXFW#RXU#QRUPDO#IROORZ0XS#RQ#
WKHVH#UHFRPPHQGDWLRQV#GXULQJ#WKH#SDVW#\HDU1#+RZHYHU/#GXH#WR#
XQIRUHVHHQ#FLUFXPVWDQFHV/#ZH#KDYH#EHHQ#XQDEOH#WR#PHHW#ZLWK#WKH#VWDII#
QHFHVVDU\#WR#DOORZ#FRPSOHWLRQ#RI#WKH#IROORZ0XS#ZRUN1#$OWKRXJK#WKLV#
PDNHV#LW#LPSRVVLEOH#WR#LQFOXGH#WKH#UHVXOWV#LQ#WKH#5335#5HSRUW/#ZH#SODQ#WR#
SUHVHQW#RXU#ILQGLQJV#LQ#QH[W#\HDU·V#DQQXDO#5HSRUW1

'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV

)RRG#VDIHW\

431:7 )ROORZLQJ#RXU#WKHPH#RI#VDIHW\#ZH#FRQGXFWHG#DQ#DXGLW#RI#WKH#
V\VWHPV#DQG#SUDFWLFHV#LQ#SODFH#WKDW#HQVXUH#IRRG#VHUYLFH#HVWDEOLVKPHQWV#LQ#
WKH#3URYLQFH#DUH#FRPSO\LQJ#ZLWK#IRRG#VDIHW\#VWDQGDUGV1#,Q#WRWDO#ZH#PDGH#
WKLUW\0VL[#UHFRPPHQGDWLRQV#WR#WKH#'HSDUWPHQW1#
555 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
431:8 :KLOH#WKH#'HSDUWPHQW·V#UHVSRQVH#WR#RXU#UHFRPPHQGDWLRQV#ZDV#
JHQHUDOO\#SRVLWLYH/#RQO\#IRXU#UHFRPPHQGDWLRQV#KDYH#EHHQ#LPSOHPHQWHG#
WR#GDWH1#7ZR#RI#WKHVH#ZHUH#LPSOHPHQWHG#LQ#WKH#SDVW#\HDU1

431:9 7KHUH#DUH#65#UHFRPPHQGDWLRQV#ZKLFK#KDYH#QRW#EHHQ#
LPSOHPHQWHG1#2I#WKLV#WRWDO/#58#DUH#DVVRFLDWHG#ZLWK#WKUHH#SODQQHG#DFWLRQV#
E\#WKH#GHSDUWPHQW=#WKH#FRPSOHWLRQ#RI#OHJLVODWLYH#FKDQJHV>#FRPSOHWLRQ#RI#
WKH#)RRG#3URJUDP#3ROLF\#DQG#*XLGHOLQHV#+)33*V,>#DQG#GHYHORSPHQW#RI#D#
TXDOLW\#DVVXUDQFH#SURJUDP1#

431:: 7KH#'HSDUWPHQW#LQGLFDWHG#ODVW#\HDU#WKDW#WKH#FKDQJHV#WR#
OHJLVODWLRQ#ZHUH#H[SHFWHG#WR#EH#FRPSOHWHG#LQ#WKH#IDOO#RI#5334#DQG#WKH#
)33*V#ZHUH#H[SHFWHG#WR#EH#LPSOHPHQWHG#LQ#53351#7KH#'HSDUWPHQW#
FRQILUPHG#WKLV#\HDU#WKDW#WKH\#ZHUH#QRZ#H[SHFWLQJ#WKH#FKDQJHV#WR#
OHJLVODWLRQ#E\#IDOO#RI#5335#DQG#WKH#LPSOHPHQWDWLRQ#RI#WKH#)33*V#E\#
-DQXDU\#53361#7KH#TXDOLW\#DVVXUDQFH#ZRUN#ZLOO#EH#FRPSOHWHG#IROORZLQJ#
WKH#DSSURYDO#RI#WKH#)33*V1

431:; )ROORZLQJ#DUH#WKH#WZR#UHFRPPHQGDWLRQV#LPSOHPHQWHG#GXULQJ#WKH#
\HDU1

431:< 7KH#GHSDUWPHQW#VKRXOG#FRQVLGHU#WKH#SRWHQWLDO#EHQHILWV#RI#
DFFHVVLQJ#VSHFLDOL]HG#RXW0RI0SURYLQFH#WUDLQLQJ#IRU#LQVSHFWRUV1#

431;3 :H#H[DPLQHG#GRFXPHQWDWLRQ#VKRZLQJ#WKDW#LQVSHFWRUV#KDYH#
DWWHQGHG#RXW0RI0SURYLQFH#WUDLQLQJ#LQ#WKH#SDVW#\HDU1#

431;4 &RPSODLQWV#UHFHLYHG#IURP#WKH#SXEOLF#VKRXOG#EH#GRFXPHQWHG#
XSRQ#UHFHLSW1#7KH\#VKRXOG#EH#LQYHVWLJDWHG#ZLWKLQ#D#UHDVRQDEOH#SHULRG#
DQG#WKH#UHVXOWV#VKRXOG#EH#GRFXPHQWHG1#7KH#RULJLQDWRU#RI#WKH#
FRPSODLQW#VKRXOG#EH#DGYLVHG#ZLWKLQ#D#UHDVRQDEOH#SHULRG#RI#WKH#
ILQGLQJV#DQG#WKH#DFWLRQV#WDNHQ#E\#WKH#'HSDUWPHQW1

431;5 7KH#'HSDUWPHQW#KDV#LPSOHPHQWHG#D#FRPSODLQW#WUDFNLQJ#SURFHVV1

5333#UHFRPPHQGDWLRQV 431;6 7KH#5333#UHFRPPHQGDWLRQV#DUH#EHLQJ#XSGDWHG#IRU#WKH#ILUVW#WLPH1#

'HSDUWPHQW#RI#$JULFXOWXUH/#
)LVKHULHV#DQG#$TXDFXOWXUH

5HYLHZ#RI#/HJLVODWLRQ

431;7 /HJLVODWRUV#KDYH#D#UHVSRQVLELOLW\#WR#HQVXUH#WKDW#OHJLVODWLRQ#WKH\#
DSSURYH#LV#HIIHFWLYH#LQ#PHHWLQJ#LWV#LQWHQGHG#SXUSRVH1#/HJLVODWLRQ#LV#
DVVLJQHG#WR#JRYHUQPHQW#GHSDUWPHQWV#WR#DGPLQLVWHU#DQG#LW#LV#UHDVRQDEOH#WR#
H[SHFW#WKH#GHSDUWPHQWV#WR#EH#KHOG#DFFRXQWDEOH#IRU#WKH#HIILFLHQW#DQG#
HIIHFWLYH#DGPLQLVWUDWLRQ#RI#WKH#OHJLVODWLRQ1

431;8 :H#KDYH#UHSRUWHG#RXU#FRQFHUQV/#LQ#WKH#SDVW/#WKDW#OHJLVODWLRQ#ZDV#
QRW#DOZD\V#FRPSOLHG#ZLWK1#,Q#UHVSRQVH#WR#WKLV#ZH#FRQGXFWHG#D#SURMHFW#
ZLWK#WKH#REMHFWLYH#RI#FRQFOXGLQJ#ZKHWKHU#DSSURSULDWH#V\VWHPV#DQG#
SUDFWLFHV#ZHUH#LQ#SODFH=

• WR#HQVXUH#FRPSOLDQFH#ZLWK#OHJLVODWLRQ>
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 556



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
• WR#PHDVXUH#DQG#UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#WKH#OHJLVODWLRQ>#DQG#
• WR#HQVXUH#WKDW#UHVRXUFHV#FRPPLWWHG#WR#WKH#DGPLQLVWUDWLRQ#RI#

OHJLVODWLRQ#DUH#PDQDJHG#ZLWK#GXH#UHJDUG#IRU#HFRQRP\#DQG#HIILFLHQF\1

431;9 :KLOH#ZH#FKRVH#RQH#GHSDUWPHQW/#$JULFXOWXUH/#)LVKHULHV#DQG#
$TXDFXOWXUH#+$)$,/#LQ#ZKLFK#WR#FRQGXFW#RXU#DXGLW/#RXU#KRSH#ZDV#WKDW#
WKH#UHVXOWV#RI#WKH#DXGLW#DQG#WKH#UHFRPPHQGDWLRQV#FRXOG#EH#DSSOLHG#WR#DOO#
JRYHUQPHQW#GHSDUWPHQWV/#QRW#MXVW#$)$1

431;: :H#PDGH#WHQ#UHFRPPHQGDWLRQV#WR#WKH#'HSDUWPHQW#DW#WKH#
FRQFOXVLRQ#RI#WKH#DXGLW1#$W#WKLV#VWDJH#QRQH#RI#WKH#UHFRPPHQGDWLRQV#KDYH#
EHHQ#IXOO\#LPSOHPHQWHG#DOWKRXJK#WZR#KDYH#EHHQ#SDUWLDOO\#DGGUHVVHG1#)RU#
WKUHH#RI#WKH#UHFRPPHQGDWLRQV#WKH#'HSDUWPHQW#KDV#DVNHG#XV#WR#ORRN#
EH\RQG#WKH#$)$#IRU#DFWLRQ#RQ#WKH#UHFRPPHQGDWLRQV#GXH#WR#WKH#EURDG#
QDWXUH#RI#WKH#LVVXHV#LQYROYHG1#7KH#'HSDUWPHQW#DJUHHV#ZLWK#DOO#RI#WKH#
RWKHU#UHFRPPHQGDWLRQV#DQG#KDV#EHJXQ#ZRUNLQJ#WRZDUGV#GHDOLQJ#ZLWK#WKH#
PDWWHUV#UDLVHG1

431;; )RU#WKH#IROORZLQJ#WKUHH#UHFRPPHQGDWLRQV#WKH#'HSDUWPHQW#
UHVSRQGHG#WKDW#VLQFH#ZH#KDG#SURSRVHG#WKDW#WKH#PDWWHUV#EH#FRQVLGHUHG#IRU#
DOO#OHJLVODWLRQ#DQG#GHSDUWPHQWV/#LW#ZRXOG#EH#DSSURSULDWH#WKDW#WKH\#EH#
VXEPLWWHG#WR#JRYHUQPHQW#IRU#WKHLU#FRQVLGHUDWLRQ#DQG#DSSURSULDWH#DFWLRQ1

431;< :H#UHFRPPHQGHG#WKDW#D#FOHDU#VWDWHPHQW#RI#SXUSRVH#EH#
LQFOXGHG#LQ#DOO#SURSRVHG#QHZ#OHJLVODWLRQ1#:H#IXUWKHU#UHFRPPHQGHG#
WKDW#D#VWDWHPHQW#RI#SXUSRVH#EH#LQFOXGHG#IRU#H[LVWLQJ#OHJLVODWLRQ#
ZKHQHYHU#VXFK#OHJLVODWLRQ#LV#EHLQJ#DPHQGHG1

431<3 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#SURYLGH#WKH#
/HJLVODWLYH#$VVHPEO\#ZLWK#UHJXODU#+#H1J1#HYHU\#WKUHH#RU#IRXU#\HDUV,#
ZULWWHQ#UHSRUWV#RQ#WKH#HIIHFWLYHQHVV#RI#WKH#OHJLVODWLRQ#LW#DGPLQLVWHUV#LQ#
PHHWLQJ#LQWHQGHG#SXUSRVHV1

431<4 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#GHYHORS#SHUIRUPDQFH#
LQGLFDWRUV#WKDW#LW#FDQ#XVH#WR#HYDOXDWH#DGPLQLVWUDWLYH#DFWLYLWLHV#
XQGHUWDNHQ#E\#WKH#'HSDUWPHQW#LQ#VXSSRUW#RI#OHJLVODWLRQ1#

431<5 2QH#RI#WKH#UHFRPPHQGDWLRQV#IRU#ZKLFK#WKHUH#KDV#EHHQ#QR#DFWLRQ#
UHODWHV#WR#WKH#7RSVRLO#3UHVHUYDWLRQ#$FW#DQG#5HJXODWLRQ1#5HVSRQVLELOLW\#
IRU#WKLV#OHJLVODWLRQ#KDV#EHHQ#WUDQVIHUUHG#WR#WKH#'HSDUWPHQW#RI#
(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW#+(/*,#IURP#$)$1#(/*#UHSRUWHG#
WKDW#WKH\#ZLOO#EH#QHHGLQJ#WKH#DVVLVWDQFH#RI#$)$#WR#DGGUHVV#WKH#
GHILFLHQFLHV1#
557 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
'HSDUWPHQWV#RI#WKH#
(QYLURQPHQW#DQG#/RFDO#
*RYHUQPHQW#DQG#+HDOWK#
DQG#:HOOQHVV

'RPHVWLF#ZHOO#ZDWHU#TXDOLW\

431<6 2XU#2IILFH#KDV#DQ#RQJRLQJ#LQWHUHVW#LQ#SXEOLF#VDIHW\#DQG#WKH#
HQYLURQPHQW1#,Q#FRQQHFWLRQ#ZLWK#WKLV#IRFXV#ZH#GHFLGHG#WR#H[DPLQH#WKH#
DUHD#RI#VDIH#GULQNLQJ#ZDWHU1#:DWHU#TXDOLW\#IURP#WKH#SHUVSHFWLYH#RI#
LQGLYLGXDOV#ZLWK#QHZO\#GULOOHG#GRPHVWLF#ZHOOV#ZDV#H[DPLQHG1#7KH#
3URYLQFH#KDV#VHW#UHJXODWLRQV#DQG#VDIHW\#VWDQGDUGV#XQGHU#WKH#&OHDQ#:DWHU#
$FW#WKDW#UHODWH#WR#WKHVH#ZHOOV1#:H#FRQFHQWUDWHG#RXU#ZRUN#RQ#WZR#
UHJXODWLRQV#XQGHU#WKLV#$FW/#WKH#:DWHU#:HOO#5HJXODWLRQ#DQG#WKH#3RWDEOH#
:DWHU#5HJXODWLRQ1

431<7 $W#WKH#FRPSOHWLRQ#RI#WKLV#DXGLW#ZH#LVVXHG#WZHQW\0QLQH#
UHFRPPHQGDWLRQV#WR#WKH#'HSDUWPHQWV#RI#+HDOWK#DQG#:HOOQHVV#DQG#
(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW1#,Q#JHQHUDO#WKH#'HSDUWPHQWV#KDYH#
PDGH#JRRG#SURJUHVV#WR#GDWH#LQ#LPSOHPHQWLQJ#WKH#UHFRPPHQGDWLRQV1#7KH#
FXUUHQW#VWDWXV#RI#WKHVH#UHFRPPHQGDWLRQV#VKRZV#VL[WHHQ#KDYLQJ#EHHQ#
DGRSWHG#DQG#HLJKW#DUH#QRZ#SDUWLDOO\#DGRSWHG1#7KH#'HSDUWPHQWV#DUH#LQ#
DJUHHPHQW#ZLWK#WKH#RWKHU#ILYH#UHFRPPHQGDWLRQV#EXW#QR#VLJQLILFDQW#
SURJUHVV#KDV#EHHQ#PDGH#WRZDUGV#LPSOHPHQWDWLRQ1

431<8 2XU#UHFRPPHQGDWLRQV#WR#WKH#'HSDUWPHQWV#ZHUH#GLYLGHG#LQWR#VL[#
DUHDV1#7KLV#XSGDWH#RQ#WKH#VWDWXV#RI#WKH#UHFRPPHQGDWLRQV#IROORZV#WKH#
VDPH#VWUXFWXUH1#7KH#QXPEHU#RI#UHFRPPHQGDWLRQV#PDGH#LQ#HDFK#DUHD#LV#
VKRZQ#EHORZ1

&RPPXQLFDWLRQ#RI#WKH#ZHOO#ZDWHU#UHJXODWRU\#UHTXLUHPHQWV#+:,
0RQLWRULQJ#DQG#UHSRUWLQJ#RQ#FRPSOLDQFH#ZLWK#UHJXODWLRQV#+43,
(QIRUFLQJ#UHJXODWLRQV#+9,
5HJXODU#UHYLHZ#RI#UHJXODWLRQV#+6,
0HDVXUHPHQW#DQG#UHSRUWLQJ#RI#SURJUDP#HIIHFWLYHQHVV#+5,
,QGLFDWRUV#RI#SHUIRUPDQFH#LQ#SURWHFWLQJ#ZDWHU#UHVRXUFHV#+4,

&RPPXQLFDWLRQ#RI#WKH#ZHOO#
ZDWHU#UHJXODWRU\#UHTXLUHPHQWV

431<9 'XULQJ#WKH#SDVW#WZR#\HDUV/#IRXU#RI#WKH#VHYHQ#UHFRPPHQGDWLRQV#
PDGH#XQGHU#WKH#FRPPXQLFDWLRQ#RI#UHJXODWRU\#UHTXLUHPHQWV#ZHUH#
DGRSWHG1#7KHUH#ZDV#SURJUHVV#LQ#DGRSWLQJ#WZR#RI#WKH#UHFRPPHQGDWLRQV#
DQG#RQO\#RQH#KDV#VHHQ#QR#PHDVXUDEOH#SURJUHVV#LQ#DFKLHYLQJ#WKH#
UHFRPPHQGHG#DFWLRQ1#7KH#IROORZLQJ#ZHUH#DGRSWHG1#

431<: :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#HQVXUH#QHZ#VWDII#DUH#DGHTXDWHO\#WUDLQHG#
UHJDUGLQJ#UHJXODWRU\#UHVSRQVLELOLWLHV1

431<; :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV#LQFRUSRUDWH#D#UHTXLUHPHQW#IRU#NQRZOHGJH#RI#GHSDUWPHQWDO#
UHJXODWRU\#UHTXLUHPHQWV#DV#SDUW#RI#DOO#HPSOR\HH#ZRUN#SODQV#DQG#
SHUIRUPDQFH#UHYLHZV1#

431<< :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#SURYLGH#HGXFDWLRQDO#PDWHULDO#WR#ZHOO#
FRQWUDFWRUV#DQG#GULOOHUV#RQ#DQ#RQJRLQJ#EDVLV#UHJDUGLQJ#WKHLU#
UHVSRQVLELOLWLHV#XQGHU#UHJXODWLRQ1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 558



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
431433 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#GHYHORS#LPSURYHG#SURFHGXUHV#IRU#HGXFDWLQJ#
GRPHVWLF#QHZ#ZHOO#KRPHRZQHUV#RQ#WKH#DSSOLFDEOH#UHJXODWRU\#
UHTXLUHPHQWV1#7KHVH#SURFHGXUHV#VKRXOG#EH#WHVWHG#DIWHU#DQ#
DSSURSULDWH#LPSOHPHQWDWLRQ#SHULRG#WR#HQVXUH#WKH\#DUH#PRUH#
VXFFHVVIXO#WKDQ#WKH#FXUUHQW#DSSURDFK1

431434 7KH#IROORZLQJ#UHFRPPHQGDWLRQV#KDYH#EHHQ#SDUWLDOO\#DGRSWHG1

431435 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#LQFRUSRUDWH#D#UHTXLUHPHQW#IRU#NQRZOHGJH#RI#
GHSDUWPHQWDO#UHJXODWRU\#UHTXLUHPHQWV#DV#SDUW#RI#DOO#HPSOR\HH#ZRUN#
SODQV#DQG#SHUIRUPDQFH#UHYLHZV1#

431436 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV#UHYLHZ#SURFHGXUHV#LQ#SODFH#WR#HQVXUH#VWDII#DUH#DZDUH#RI#
GHSDUWPHQWDO#UHJXODWRU\#UHVSRQVLELOLWLHV1

431437 2QH#UHFRPPHQGDWLRQ#KDV#QRW#EHHQ#DFWHG#RQ#DV#\HW1

431438 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#EHJLQ#WR#OLFHQVH#ZHOO#GLJJHUV#DQG#HGXFDWH#
WKHP#DV#WR#WKHLU#UHTXLUHPHQWV#XQGHU#UHJXODWLRQ1

0RQLWRULQJ#DQG#UHSRUWLQJ#RQ#
FRPSOLDQFH#ZLWK#UHJXODWLRQV#

431439 7HQ#UHFRPPHQGDWLRQV#ZHUH#PDGH#UHODWHG#WR#WKH#PRQLWRULQJ#DQG#
UHSRUWLQJ#RQ#FRPSOLDQFH1#7KH#IROORZLQJ#VL[#KDYH#EHHQ#DGRSWHG1

43143: :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV#UHYLHZ#WKH#SRWHQWLDO#LVVXHV#SRVHG#E\#WKH#DSSDUHQW#FRQIXVLRQ#
LQ#WKH#ILHOG#RYHU#FKDLQ#RI#FRPPDQG#DQG#VXSHUYLVRU\#UHVSRQVLELOLWLHV1#
&RUUHFWLYH#DFWLRQ#VKRXOG#EH#WDNHQ#DV#LQGLFDWHG#E\#WKH#UHVXOWV#RI#VXFK#
D#UHYLHZ1

43143; :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV#GHYHORS#D#PHWKRG#IRU#QRWLI\LQJ#KRPHRZQHUV#RI#WKHLU#ZDWHU#
WHVW#UHVXOWV#WKDW#LV#XQGHUVWDQGDEOH#DQG#FOHDU1#7KLV#PHWKRG#VKRXOG#EH#
FRQVLVWHQW#ZLWK#WKH#UHJXODWLRQ1

43143< :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV#GHYHORS#VWDQGDUGL]HG#SURFHGXUHV#IRU#FRPPXQLFDWLQJ#ZLWK#
GRPHVWLF#ZHOO#KRPHRZQHUV1#

431443 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#HVWDEOLVK#D#SURFHVV#WR#PRQLWRU#WKH#/DE·V#
FRPSOLDQFH#LQ#FRPPXQLFDWLQJ#WHVW#UHVXOWV#WR#WKH#'HSDUWPHQW#RI#
+HDOWK#DQG#:HOOQHVV#LQ#DFFRUGDQFH#ZLWK#WKH#UHJXODWLRQ1

431444 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#GHYHORS#D#WLPHOLQH#IRU#FRPSOHWLRQ#DQG#
559 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
LPSOHPHQWDWLRQ#RI#WKH#SURSRVHG#JURXQG#ZDWHU#PDQDJHPHQW#
LQIRUPDWLRQ#V\VWHP1

431445 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#LPSOHPHQW#SURFHGXUHV#WR#HQVXUH#LW#KDV#
UHJXODU#PRQLWRULQJ#DQG#UHSRUWLQJ#RQ#FRPSOLDQFH#E\#ZHOO#FRQWUDFWRUV#
DQG#GULOOHUV1

431446 7KUHH#UHFRPPHQGDWLRQV#KDYH#EHHQ#SDUWLDOO\#DGRSWHG1#

431447 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV#LPSOHPHQW#SURFHGXUHV#IRU#PRQLWRULQJ#DQG#UHSRUWLQJ#WKH#
H[WHQW#WR#ZKLFK#WKH#FRPPXQLFDWLRQ#RI#WHVW#UHVXOWV#FRPSOLHV#ZLWK#WKH#
3RWDEOH#:DWHU#5HJXODWLRQ1

431448 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV#LQFOXGH#FOHDU#DQG#PHDQLQJIXO#GHVFULSWLRQV#RI#DOO#SDUDPHWHUV#
DQG#WKHLU#DVVRFLDWHG#KHDOWK#ULVNV/#ZKHQ#PDLOLQJ#WHVW#UHVXOWV#WR#
KRPHRZQHUV1

431449 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#GHYHORS#SURFHGXUHV#IRU#PRQLWRULQJ#DQG#
UHSRUWLQJ#RQ#FRPSOLDQFH#ZLWK#NH\#DVSHFWV#RI#WKH#:DWHU#:HOO#
5HJXODWLRQ#DQG#3RWDEOH#:DWHU#5HJXODWLRQ#ZKLFK#KDYH#EHHQ#DVVLJQHG#
WR#WKH#(QYLURQPHQWDO#3ODQQLQJ#6HFWLRQ1#

43144: 1R#VLJQLILFDQW#SURJUHVV#KDV#EHHQ#PDGH#RQ#RQH#UHFRPPHQGDWLRQ1

43144; :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW/#LQ#FRQMXQFWLRQ#ZLWK#WKH#'HSDUWPHQW#RI#
+HDOWK#DQG#:HOOQHVV/#GHYHORS#DQ#DGPLQLVWUDWLRQ#SURWRFRO#IRU#WKH#
3RWDEOH#:DWHU#5HJXODWLRQ/#FOHDUO\#GHOLQHDWLQJ#YDULRXV#GHSDUWPHQWDO#
UHVSRQVLELOLWLHV#UHJDUGLQJ#GRPHVWLF#ZHOOV

(QIRUFLQJ#UHJXODWLRQV# 43144< )LYH#RI#VL[#UHFRPPHQGDWLRQV#UHODWHG#WR#WKH#HQIRUFHPHQW#RI#WKH#
UHJXODWLRQV#KDYH#EHHQ#DGRSWHG1#

431453 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#IRUPDOL]H#SURFHGXUHV#IRU#VWDII#WR#IROORZ#
UHJDUGLQJ#HQIRUFHPHQW#LVVXHV#DULVLQJ#IURP#WKH#:DWHU#:HOO#5HJXODWLRQ#
DQG#3RWDEOH#:DWHU#5HJXODWLRQ1#

431454 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#UHYLHZ#LWV#GRFXPHQWDWLRQ#SURFHGXUHV#LQ#
RUGHU#WR#GHYHORS#DQ#HIIHFWLYH#PHDQV#RI#UHFRUGLQJ#NH\#FRPSOLDQFH#DQG#
HQIRUFHPHQW#LQIRUPDWLRQ1#

431455 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#UHYLHZ#SURFHGXUHV#WKDW#DUH#FXUUHQWO\#LQ#SODFH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 55:



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
IRU#UHSRUWLQJ#RFFXUUHQFHV#WR#HQVXUH#WKH\#UHODWH#WR#WKH#DSSOLFDEOH#
UHJXODWLRQ1#/DFN#RI#FRQVLVWHQF\#DPRQJVW#EUDQFKHV#VKRXOG#EH#
DGGUHVVHG1

431456 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#GHYHORS#D#GHILQLWLRQ#IRU#DQ#´RFFXUUHQFHµ#WR#
EH#DGRSWHG#E\#DOO#EUDQFKHV#ZLWKLQ#WKH#'HSDUWPHQW1

431457 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#JLYH#VHULRXV#FRQVLGHUDWLRQ#WR#WKH#FRQFHSW#RI#
´WLFNHWLQJµ#IRU#YDULRXV#DFWV#RI#QRQ#FRPSOLDQFH#XQGHU#WKH#:DWHU#:HOO#
5HJXODWLRQ#DQG#3RWDEOH#:DWHU#5HJXODWLRQ1#:H#UHFRPPHQGHG#WKDW#
REWDLQLQJ#\HDUO\#FRQWUDFWRU#RU#GULOOHU#OLFHQVHV#EH#FRQWLQJHQW#RQ#
SD\PHQW#RI#DOO#PRQLHV#RZLQJ1#

431458 2QH#UHFRPPHQGDWLRQ#KDV#EHHQ#SDUWLDOO\#LPSOHPHQWHG1#

431459 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#DGRSW#FRQVLVWHQW#SURWRFRO#IRU#GRFXPHQWLQJ#
´RFFXUUHQFHVµ#WR#EH#DGRSWHG#E\#DOO#EUDQFKHV#RI#WKH#'HSDUWPHQW1

2WKHU#DUHDV 43145: )RU#RWKHU#DUHDV#ZH#PDGH#D#WRWDO#RI#VL[#UHFRPPHQGDWLRQV#RI#
ZKLFK#RQO\#RQH#KDV#EHHQ#DGRSWHG#WR#GDWH1#

43145; :H#UHFRPPHQGHG#WKDW#ERWK#WKH#'HSDUWPHQW#RI#WKH#
(QYLURQPHQW#DQG#/RFDO#*RYHUQPHQW/#DQG#'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV/#UHYLHZ#FXUUHQW#SURFHGXUHV#LQ#SODFH#WR#HQVXUH#UHJXODU#
UHYLHZ#RI#WKH#WZR#UHJXODWLRQV1#

43145< 7ZR#UHFRPPHQGDWLRQV#KDYH#EHHQ#SDUWLDOO\#DGRSWHG1#

431463 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#UHYLHZ#SURFHGXUHV#LQ#SODFH#IRU#UHSRUWLQJ#
SURJUDP#UHVXOWV#IRU#WKH#3RWDEOH#:DWHU#5HJXODWLRQ#DQG#:DWHU#:HOO#
5HJXODWLRQ#WR#HQVXUH#WKH\#DUH#DFFXUDWH#DQG#XVHIXO#WR#UHDGHUV1#$V#SDUW#
RI#WKLV#HIIRUW#WKH#'HSDUWPHQW#VKRXOG#HVWDEOLVK#JRDOV#RU#WDUJHWV#WKDW#
FOHDUO\#UHODWH#WR#WKH#REMHFWLYHV#RI#WKH#UHJXODWLRQV1

431464 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#HVWDEOLVK#SHUIRUPDQFH#PHDVXUHV#IRU#WKH#
EURDG#VXLWH#RI#SURJUDPV#HVWDEOLVKHG#WR#SUHYHQW#GULQNLQJ#ZDWHU#
SUREOHPV#IRU#LQGLYLGXDOV#RQ#GRPHVWLF#ZHOO#ZDWHU1

431465 7KHUH#KDV#EHHQ#QR#VLJQLILFDQW#SURJUHVV#RQ#WKH#ODVW#WKUHH#
UHFRPPHQGDWLRQV1#

431466 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#
DQG#/RFDO#*RYHUQPHQW#UHYLHZ#LWV#FXUUHQW#SURFHGXUHV#IRU#VDPSOH#
FROOHFWLRQ#WR#HQVXUH#LQWHJULW\#RI#WHVWLQJ#UHVXOWV1
55; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
431467 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
:HOOQHVV#UHYLHZ#SURFHGXUHV#LQ#SODFH#IRU#GHDOLQJ#ZLWK#ZDWHU#WHVW#
UHVXOWV#IRU#ZHOOV#WKDW#VXSSO\#PRUH#WKDQ#IDPLO\#GZHOOLQJV1#%DVHG#RQ#
WKH#UHVXOWV#RI#WKLV#UHYLHZ/#DPHQGPHQWV#WR#WKH#UHJXODWLRQ#FRXOG#EH#
PDGH#DV#DSSURSULDWH1

431468 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV#
LPSURYH#WKH#GLVFXVVLRQ#RI#LWV#ZRUN#UHODWHG#WR#WKH#3RWDEOH#:DWHU#
5HJXODWLRQ#ZLWK#UHVSHFW#WR#GRPHVWLF#ZHOOV#LQ#LWV#DQQXDO#UHSRUW1#
,QIRUPDWLRQ#VKRXOG#EH#IRFXVHG#RQ#WKH#GHJUHH#WR#ZKLFK#SURJUDP#
DFWLYLWLHV#KDYH#DFKLHYHG#LQWHQGHG#UHVXOWV1#

'HSDUWPHQW#RI#1DWXUDO#
5HVRXUFHV#DQG#(QHUJ\

3ULYDWH#)RUHVW#/DQGV

431469 1HZ#%UXQVZLFN#LV#&DQDGD·V#PRVW#IRUHVWHG#SURYLQFH#ZLWK#;8(#RI#
LWV#ODQG#FRYHUHG#ZLWK#IRUHVWV1#$SSUR[LPDWHO\#83(#RI#WKLV#IRUHVW#ODQG#LV#
RZQHG#E\#WKH#&URZQ1#7KH#&URZQ#/DQGV#DQG#)RUHVWV#$FW#LGHQWLILHV#WKUHH#
GLVWLQFW#FDWHJRULHV#RI#QRQ0&URZQ#ODQG#ZKLFK#DUH#UHIHUUHG#WR#DV#´SULYDWH#
IRUHVW#ODQGVµ1#7KH#WKUHH#FDWHJRULHV#DUH>#SULYDWH#ZRRGORWV#+63(#RI#IRUHVW#
ODQGV,/#IUHHKROG#ODQGV#+4;(#RI#IRUHVW#ODQGV,#DQG#SULYDWH#ODQGV#FRQVLVWLQJ#
RI#DQ#DJJUHJDWH#RI#8/333#+RU#PRUH,#KHFWDUHV#ZKLFK#DUH#RZQHG#E\#RQH#
SHUVRQ1

43146: :H#FRQGXFWHG#DQ#DXGLW#WR#GHWHUPLQH#LI#DSSURSULDWH#V\VWHPV#DQG#
SUDFWLFHV#ZHUH#LQ#SODFH#WR#HQFRXUDJH#WKH#PDQDJHPHQW#RI#SULYDWH#IRUHVW#
ODQGV#DV#WKH#+VXVWDLQDEOH,#SULPDU\#VRXUFH#RI#WLPEHU#IRU#ZRRG#SURFHVVLQJ#
IDFLOLWLHV#LQ#WKH#3URYLQFH1

43146; :H#PDGH#VHYHQWHHQ#UHFRPPHQGDWLRQV#WR#WKH#'HSDUWPHQW#RI#
1DWXUDO#5HVRXUFHV#DQG#(QHUJ\1#2QH#RI#WKHVH#UHFRPPHQGDWLRQV#KDV#EHHQ#
DGRSWHG#DW#WKLV#WLPH1

43146< :H#UHFRPPHQGHG#WKDW#WKH#3URYLQFH#OHJLVODWH#D#XQLIRUP#
SURYLQFLDO#WUDFNLQJ#V\VWHP#IRU#DOO#ZRRG#VDOHV#LQ#WKH#3URYLQFH#WKDW#FDQ#
LGHQWLI\#DQG#PRQLWRU#WKH#VRXUFH/#GHVWLQDWLRQ/#W\SH#DQG#TXDQWLW\#RI#
ZRRG#VKLSSHG1

431473 7KH#'HSDUWPHQW#KDV#GHYHORSHG#D#ZRRG#WUDFNLQJ#V\VWHP#WR#
SURYLGH#LQIRUPDWLRQ#WR#ERWK#WKH#SULYDWH#ZRRGORW#VHFWRU#DQG#WKH#
'HSDUWPHQW#RQ#WKH#YROXPH#DQG#GHVWLQDWLRQ#RI#ZRRG#FXW#IURP#WKH#SULYDWH#
IRUHVW#ODQGV1#7KLV#V\VWHP#EHJDQ#NHHSLQJ#UHFRUGV#RQ#48#$SULO#53351#7KH#
IROORZLQJ#IRXU#UHFRPPHQGDWLRQV#DUH#SDUWLDOO\#DGGUHVVHG#DV#D#UHVXOW#RI#WKH#
GHYHORSPHQW#RI#WKLV#V\VWHP1#

431474 7KH#GHYHORSPHQW#RI#D#ZRRG#VXSSO\#DQDO\VLV#ZLOO#DOVR#EH#
QHFHVVDU\#EHIRUH#DFWLRQ#FDQ#EH#WDNHQ#WR#DGRSW#WKH#ODWWHU#WZR#
UHFRPPHQGDWLRQV1

431475 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#GHYHORS#DQ#DFWLYH#
PRQLWRULQJ#SURJUDP#RYHU#WKH#H[SRUW#RI#ZRRG#IURP#SULYDWH#IRUHVW#
ODQGV1#$SSURSULDWH#FRUUHFWLYH#DFWLRQ#VKRXOG#EH#WDNHQ#DV#UHTXLUHG#LQ#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 55<



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
RUGHU#WR#HQFRXUDJH#WKH#PDQDJHPHQW#RI#SULYDWH#IRUHVW#ODQGV#DV#WKH#
SULPDU\#VRXUFH#RI#WLPEHU#IRU#ZRRG#SURFHVVLQJ#IDFLOLWLHV#LQ#1HZ#
%UXQVZLFN1

431476 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#REWDLQ#DQG#GHYHORS#
REMHFWLYH#DQG#WLPHO\#LQIRUPDWLRQ#RQ#WKH#VXVWDLQDEOH#KDUYHVW#ILJXUHV#
IRU#SULYDWH#ZRRGORWV1#

431477 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#GHYHORS#WKH#PHDQV#WR#
HQVXUH#WKH#DFFXUDF\#RI#WKH#DQQXDO#FXW#ILJXUHV#IRU#DOO#FRPSRQHQWV#RI#
SULYDWH#IRUHVW#ODQGV1#

431478 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#PRQLWRU#WKH#
GLIIHUHQFH#EHWZHHQ#WKH#DQQXDO#DOORZDEOH#FXW#DQG#WKH#DFWXDO#FXW#IURP#
SULYDWH#IRUHVW#ODQGV#WR#HQVXUH#WKDW#WKH\#DUH#KDUYHVWHG#DW#D#VXVWDLQDEOH#
UDWH1

431479 7KH#'HSDUWPHQW#KDV#UHFHQWO\#FRPSOHWHG#D#WKUHH0\HDU#EXVLQHVV#
SODQ1#7KH#EXVLQHVV#SODQ#LQFOXGHV#ZRUN#SODQV#IRU#VWDII1#2QH#RI#WKH#ZRUN#
SODQV#FDOOV#IRU#WKH#SUHSDUDWLRQ#RI#D#GLVFXVVLRQ#SDSHU1#7KH#'HSDUWPHQW#
H[SODLQHG#WKDW#WKLV#GLVFXVVLRQ#SDSHU#ZLOO#EH#XVHG#WR#DGGUHVV#IRXU#RI#WKH#
UHFRPPHQGDWLRQV1

43147: :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#UHYLVLW#WKH#&URZQ#
/DQGV#DQG#)RUHVWV#$FW#DQG#DOO#UHOHYDQW#OHJLVODWLRQ#GHDOLQJ#ZLWK#
SULYDWH#IRUHVW#ODQGV1#:H#UHFRPPHQGHG#VHYHUDO#NH\#FRPSRQHQWV#WR#
WKH#UHYLHZ#DV#IROORZV=

• &ODULILFDWLRQ#RI#WKH#RYHUDOO#PDQGDWH#DQG#UHVSRQVLELOLW\#IRU#
SULYDWH#IRUHVW#ODQGV#DQG#D#FOHDU#FRPPXQLFDWLRQ#WR#GHSDUWPHQWDO#
VWDII#DQG#UHSUHVHQWDWLYHV#RI#DOO#WKUHH#SULYDWH#IRUHVW#ODQG#JURXSV1

• &ODULILFDWLRQ#RI#YDULRXV#GHILQLWLRQV#LQ#WKH#$FW1#)RU#H[DPSOH/#ZH#
UHFRPPHQGHG#WKDW#WKH#$FW#EH#DPHQGHG#WR#PRUH#FOHDUO\#GHILQH#WKH#
WHUPV#´3ULYDWH#)RUHVW#/DQGVµ#DQG#HDFK#FDWHJRU\#RU#W\SH#RI#ODQG#
LQFOXGHG#LQ#WKLV#GHILQLWLRQ1#:H#DOVR#UHFRPPHQGHG#WKH#OHJLVODWLRQ#
FOHDUO\#GHILQH#VXFK#WHUPV#DV#´SURSRUWLRQDO#VXSSO\µ#DQG#´KLVWRULF#
PDUNHW#VKDUHµ1#)XUWKHU/#WKH#'HSDUWPHQW#QHHGV#D#PHDQV#RI#
UHFRQFLOLQJ#SURSRUWLRQDO#VXSSO\#ZLWK#WKH#FRQFHSW#RI#´VXVWDLQDEOH#
\LHOGµ#DV#LW#UHODWHV#WR#6XEVHFWLRQ#5<+:14,#RI#WKH#$FW1

• &OHDUHU#GHILQLWLRQ#RI#ZKDW#´HQFRXUDJH#PDQDJHPHQWµ#PHDQV#IRU#
QRZ#DQG#WKH#IXWXUH1#)RU#H[DPSOH/#WR#ZKDW#H[WHQW#VKRXOG#WKH#
3URYLQFH#HQFRXUDJH#DQG#GHILQH#QRQ0WLPEHU#REMHFWLYHV#DQG#
FHUWLILFDWLRQ#HIIRUWV#RQ#SULYDWH#IRUHVW#ODQGV"

• $#GHFLVLRQ#DV#WR#ZKHWKHU#DOO#SULYDWH#IRUHVW#ODQG#OHJLVODWLRQ#VKRXOG#
EH#LQFRUSRUDWHG#LQWR#RQH#$FW1
563 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335



&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
• $#GHFLVLRQ#DV#WR#ZKHWKHU#WKLV#SULYDWH#IRUHVW#ODQG#OHJLVODWLRQ#
VKRXOG#FRQWLQXH#WR#EH#LQFRUSRUDWHG#LQ#OHJLVODWLRQ#FRYHULQJ#&URZQ#
ODQGV>#WKLV#LQWHJUDWLRQ#PD\#EH#QHFHVVDU\#GXH#WR#WKH#LPSRUWDQW#
PRWLYDWLRQDO#WRRO#RI#DFFHVV#WR#&URZQ#ZRRG#DQG#WKH#QHHG#IRU#D#
WRWDO#SURYLQFLDO#IRUHVW#RXWORRN#RQ#LVVXHV#VXFK#DV#GLVHDVH#DQG#ILUH#
SURWHFWLRQ1

43147; :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#FRQGXFW#D#ORQJ#WHUP#
SODQQLQJ#H[HUFLVH#WR#HVWDEOLVK#DSSURSULDWH#JRDOV#DQG#REMHFWLYHV#WKDW#
DGHTXDWHO\#DGGUHVV#WKH#'HSDUWPHQW·V#PDQGDWH#UHODWLQJ#WR#SULYDWH#
IRUHVW#ODQGV1

43147< :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#UHYLHZ#WKH#IXQGLQJ#
IRUPXOD#IRU#VLOYLFXOWXUH#DQG#SURYLGH#JXLGHOLQHV#DV#WR#ZKDW#DUH#
DFFHSWDEOH#OLPLWV#IRU#DGPLQLVWUDWLYH#H[SHQVHV1#7KH#IRUPXOD#VKRXOG#
ZRUN#WR#HQVXUH#WKDW#WKH#PDUNHWLQJ#ERDUGV#RSWLPL]H#WKH#DUHD#WUHDWHG#
ZLWK#WKH#IXQGV#SURYLGHG1

431483 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#UHYLHZ#WKH#IXQGLQJ#
IRUPXOD#IRU#WKH#DOORFDWLRQ#RI#VLOYLFXOWXUH#IXQGV#WR#PDUNHWLQJ#ERDUGV#
WR#HQVXUH#WKDW#SULYDWH#ODQGV#RI#8/333#KHFWDUHV#DUH#DSSURSULDWHO\#
FRQVLGHUHG#LQ#WKH#GLVWULEXWLRQ#RI#IXQGV1

431484 1RQH#RI#WKH#RWKHU#UHFRPPHQGDWLRQV#KDYH#EHHQ#DGRSWHG#EXW#WKHUH#
KDV#EHHQ#VRPH#SURJUHVV#PDGH#E\#WKH#'HSDUWPHQW#WRZDUGV#WKHLU#IXWXUH#
LPSOHPHQWDWLRQ1

431485 #:H#UHFRPPHQGHG#WKDW#DV#SDUW#RI#WKH#0DLQ#(VWLPDWHV#
SURFHVV/#WKH#'HSDUWPHQW#IRUPDOO\#UHFRJQL]H#WKH#LPSRUWDQFH#RI#LWV#
OHJLVODWHG#PRQLWRULQJ#UHVSRQVLELOLWLHV#IRU#SULYDWH#IRUHVW#ODQG#E\#
GHVLJQDWLQJ#D#QHZ#SURJUDP#FRPSRQHQW1#$#WLWOH#VXFK#DV#´7LPEHU#
8WLOL]DWLRQ#RQ#3ULYDWH#)RUHVW#/DQGVµ#PD\#EH#VXLWDEOH#IRU#VXFK#
SXUSRVHV1

431486 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#HVWDEOLVK#D#
PHDVXUHDEOH#JRDO#RU#REMHFWLYH#WR#DVVLVW#LW#LQ#GHWHUPLQLQJ#WKH#OHYHO#RI#
VXEVLG\#UHTXLUHG#IRU#VLOYLFXOWXUH#DFWLYLW\#RQ#SULYDWH#ZRRGORWV1#7KH#
JRDO#DQG#WKH#OHYHO#RI#VXEVLG\#VKRXOG#JLYH#GXH#FRQVLGHUDWLRQ#WR#WKH#
IXQGLQJ#IURP#DOO#VRXUFHV1

431487 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#DGRSW#VRPH#IRUP#RI#
FRQWUDFWXDO#FRPPLWPHQW#IRU#ODQGRZQHUV#ZKR#EHQHILW#IURP#WKH#
VLOYLFXOWXUH#IXQGLQJ1#7KH#FRPPLWPHQW#VKRXOG#EH#YLHZHG#E\#WKH#
'HSDUWPHQW#DV#D#PHDQV#RI#HQFRXUDJLQJ#SULYDWH#IRUHVW#ODQG#WR#EH#WKH#
SULPDU\#VRXUFH#RI#WLPEHU#IRU#ZRRG#SURFHVVLQJ#IDFLOLWLHV#LQ#WKH#
3URYLQFH1#

431488 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRPSO\#ZLWK#WKH#
PRQLWRULQJ#SURYLVLRQV#RI#VHFWLRQV#5<+:14,#DQG#5<+:15,#RI#WKH#$FW1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 564



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
431489 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#LPSOHPHQW#WKH#
PRQLWRULQJ#SURYLVLRQV#RI#VHFWLRQV#73+4,#DQG#78#RI#WKH#&URZQ#/DQGV#
DQG#)RUHVWV#$FW1

43148: :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#GLVFORVH#LWV#NH\#JRDOV#
DQG#REMHFWLYHV#IRU#SULYDWH#IRUHVW#ODQGV#LQ#LWV#DQQXDO#UHSRUW1#

43148; :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FDUU\#RXW#DQ#HYDOXDWLRQ#RI#
WKH#)RUHVW#3URGXFWV#&RPPLVVLRQ#WR#GHWHUPLQH#LI#LW#KDV#IXOILOOHG#WKH#
REMHFW#DQG#GXWLHV#RXWOLQHG#LQ#WKH#)RUHVW#3URGXFWV#$FW1#7KH#UHVXOWV#
VKRXOG#EH#WDEOHG#LQ#WKH#/HJLVODWLYH#$VVHPEO\1

43148< :H#UHFRPPHQGHG#WKDW#DV#SDUW#RI#D#SODQQLQJ#H[HUFLVH#WR#
UHYLHZ#LWV#PDQGDWH#DQG#JRDOV#DQG#REMHFWLYHV#IRU#SULYDWH#IRUHVW#ODQGV/#
WKH#'HSDUWPHQW#VKRXOG#GHYHORS#DSSURSULDWH#SHUIRUPDQFH#LQGLFDWRUV#
IRU#LWV#SULYDWH#IRUHVW#ODQGV#SURJUDPV1#7KH#'HSDUWPHQW#VKRXOG#WKHQ#
UHYLVLW#LWV#DQQXDO#UHSRUW#WR#GHWHUPLQH#KRZ#LW#PLJKW#EHVW#UHSRUW#RQ#LWV#
SURJUDPV#IRU#SULYDWH#IRUHVW#ODQGV#LQ#DFFRUGDQFH#ZLWK#WKH#
UHTXLUHPHQWV#RI#WKH#JRYHUQPHQW·V#DQQXDO#UHSRUW#SROLF\1

'HSDUWPHQW#RI#6XSSO\#DQG#
6HUYLFHV

/DQG#0DQDJHPHQW#)XQG

431493 7KH#3URYLQFH#RZQV#RYHU#:/333#SURSHUWLHV#ZKLFK#FRYHU#URXJKO\#
WKUHH#PLOOLRQ#KHFWDUHV#RI#ODQG1#7KH#3URYLQFH#DOVR#RZQV#DQ#DGGLWLRQDO#514#
PLOOLRQ#KHFWDUHV#RI#VXEPHUJHG#ODQGV1#*LYHQ#WKH#VLJQLILFDQFH#RI#WKH#
DPRXQW#RI#ODQG#WKH#3URYLQFH#RZQV#DQG#XVHV#LQ#GHOLYHULQJ#LWV#SURJUDPV#
DQG#WKH#LPSRUWDQFH#RI#H[HUFLVLQJ#VWHZDUGVKLS#RYHU#WKLV#YDOXDEOH#
UHVRXUFH/#ZH#GHFLGHG#WR#FDUU\#RXW#ZRUN#RQ#YDULRXV#ODQG#PDQDJHPHQW#
LVVXHV1#:H#FKRVH#WR#IRFXV#RXU#DXGLW#RQ#WKH#/DQG#0DQDJHPHQW#)XQG#GXH#
WR#LWV#FHQWUDO#UROH#ZLWK#UHVSHFW#WR#WKH#3URYLQFH·V#ODQG#SRUWIROLR1

431494 (OHYHQ#UHFRPPHQGDWLRQV#UHVXOWHG#IURP#RXU#DXGLW/#LQFOXGLQJ#RQH#
WKDW#ZDV#VHQW#WR#WKH#'HSDUWPHQW#RI#)LQDQFH1#7KUHH#KDYH#QRZ#EHHQ#
DGRSWHG1#7KUHH#UHFRPPHQGDWLRQV#DUH#SDUWLDOO\#DGRSWHG#ZKLOH#RQH#LV#
DJUHHG#ZLWK#EXW#VLJQLILFDQW#DFWLRQ#KDV#QRW#\HW#EHHQ#WDNHQ1#,Q#IRXU#FDVHV#
WKH#'HSDUWPHQW#GLVDJUHHG#ZLWK#WKH#UHFRPPHQGDWLRQV1

431495 )RU#HDFK#RI#WKH#WKUHH#UHFRPPHQGDWLRQV#DGRSWHG#RYHU#WKH#SDVW#
WZR#\HDUV/#ZH#KDG#UHFRPPHQGHG#WKH#'HSDUWPHQW#H[DPLQH#WKH#QHHG#RU#
IHDVLELOLW\#RI#XQGHUWDNLQJ#D#VSHFLILHG#DFWLRQ1#,Q#HDFK#FDVH#WKH#'HSDUWPHQW#
FRQVLGHUHG#WKH#UHFRPPHQGHG#DFWLRQ#EHIRUH#GHFLGLQJ#QR#DFWLRQ#ZDV#
ZDUUDQWHG1

431496 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRQVLGHU#WKH#QHHG#IRU#
DGGLWLRQDO#SROLF\#JXLGDQFH#WR#DVVLVW#LQ#WKH#GLVSRVDO#SURFHVV#IRU#
SURSHUWLHV#ZKLFK#UHPDLQ#LQ#WKH#)XQG#IRU#DQ#H[WHQGHG#SHULRG#RI#WLPH1#
6SHFLILFDOO\/#WKH#'HSDUWPHQW#VKRXOG#FRQVLGHU#ZKDW#W\SH#RI#FULWHULD#
MXVWLI\#D#VDOH#ORZHU#WKDQ#;3(#RI#DSSUDLVHG#YDOXH1#
565 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335
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431497 :H#DOVR#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRQVLGHU#WKH#QHHG#IRU#
SROLF\#WR#LQGLFDWH#ZKHQ#LW#LV#QHFHVVDU\#WR#REWDLQ#DQ#LQGHSHQGHQW#
DSSUDLVDO#IRU#HLWKHU#WKH#VDOH#RU#DFTXLVLWLRQ#RI#SURSHUW\1

431498 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#H[SDQG#WKH#VFRSH#RI#
LWV#SUHOLPLQDU\#DQDO\VLV#WR#H[DPLQH#WKH#IHDVLELOLW\#RI#FRQVROLGDWLQJ#DOO#
SURYLQFLDO#SURSHUW\#KROGLQJV#LQ#LWV#SODQQHG#ODQG#LQYHQWRU\#V\VWHP1

431499 7KH#'HSDUWPHQW#GLVDJUHHG#ZLWK#WKH#IROORZLQJ#UHFRPPHQGDWLRQV#
DQG#LW#SODQV#WR#WDNH#QR#DFWLRQ1

43149: :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#
UHTXHVW#DQ#DPHQGPHQW#WR#WKH#3XEOLF#:RUNV#$FW#WR#PRUH#FOHDUO\#GHILQH#
WKH#WHUP#´SURSHUWLHV#ZKLFK#KDYH#EHHQ#GHVLJQDWHG#E\#WKH#0LQLVWHU#IRU#
PDQDJHPHQW#XQGHU#WKH#)XQG1µ#

43149; :H#UHFRPPHQGHG#WKDW#DQ\#QHZ#OHJLVODWLRQ#RU#SROLF\#
FRQWLQXHV#WR#PDLQWDLQ#D#UHODWLRQVKLS#EHWZHHQ#VDOHV#SULFH#DQG#
DSSUDLVHG#YDOXH#LQ#GHWHUPLQLQJ#ZKLFK#SURSHUWLHV#VKRXOG#EH#UHIHUUHG#
WR#([HFXWLYH#&RXQFLO1

43149< :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#
6HUYLFHV#SHUIRUP#DQ#HYDOXDWLRQ#WR#GHWHUPLQH#ZKHWKHU#WKH#)XQG#KDV#
DFKLHYHG/#DQG#FRQWLQXHV#WR#DFKLHYH/#LWV#REMHFWLYHV#DQG#SXUSRVHV1#7KLV#
HYDOXDWLRQ#VKRXOG#EH#WDEOHG#LQ#WKH#/HJLVODWLYH#$VVHPEO\1

4314:3 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#
SURYLGH#WKH#%RDUG#ZLWK#D#VWDWXV#UHSRUW#RQ#VXUSOXV#SURSHUWLHV#QRW#WR#
EH#GLVSRVHG#RI#LQ#WKH#FRPLQJ#\HDUV1#7KH#UHSRUW#VKRXOG#VWDWH#WKH#
UHDVRQV#WKH#SURSHUWLHV#DUH#EHLQJ#KHOG#DQG#H[SODLQ#WKH#VWUDWHJ\#IRU#
HYHQWXDO#GLVSRVLWLRQ1

4314:4 7KH#'HSDUWPHQW#LV#LQ#DJUHHPHQW#ZLWK#WKH#UHPDLQLQJ#WKUHH#
UHFRPPHQGDWLRQV1#$OWKRXJK#WKH\#KDYH#QRW#EHHQ#LPSOHPHQWHG/#WKHUH#KDV#
EHHQ#SURJUHVV#WRZDUGV#DGRSWLQJ#WKH#IROORZLQJ#WZR#UHFRPPHQGDWLRQV1#

4314:5 :H#IXUWKHU#UHFRPPHQGHG#WKDW#RQFH#WKH#SUHOLPLQDU\#DQDO\VLV#
VWDJH#LV#FRPSOHWH/#WKH#'HSDUWPHQW#VHW#D#WLPH#OLQH/#WDUJHW#GDWH#DQG#
EXGJHW#IRU#FRPSOHWLRQ#DQG#RSHUDWLRQ#RI#WKH#QHZ#LQYHQWRU\#V\VWHP1

4314:6 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQWV#RI#7UDQVSRUWDWLRQ#
DQG#6XSSO\#DQG#6HUYLFHV#ZRUN#WRJHWKHU#WR#GHYHORS#VWUDWHJLHV#WR#
LGHQWLI\#VXUSOXV#SURSHUWLHV#RQ#D#PRUH#WLPHO\#EDVLV1#

4314:7 7KHUH#KDV#EHHQ#QR#VLJQLILFDQW#DFWLRQ#WDNHQ#RQ#WKH#IROORZLQJ1

4314:8 :H#UHFRPPHQGHG#WKDW#DGHTXDWH#LQIRUPDWLRQ#RQ#PDLQWHQDQFH#
FRVWV#EH#DFFXPXODWHG#RQ#D#SURSHUW\0E\0SURSHUW\#EDVLV#WR#DVVLVW#LQ#WKH#
GHFLVLRQ0PDNLQJ#SURFHVV#ZLWK#UHVSHFW#WR#KROGLQJ#RU#VHOOLQJ#ODQG1
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)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
4314:9 2QH#RI#WKH#UHFRPPHQGDWLRQV#ZDV#GLUHFWHG#WR#WKH#'HSDUWPHQW#RI#
)LQDQFH#DQG/#EDVHG#RQ#LQIRUPDWLRQ#SURYLGHG/#LW#KDV#SDUWLDOO\#
LPSOHPHQWHG#WKLV#UHFRPPHQGDWLRQ1

4314:: :H#UHFRPPHQGHG#WKDW#FRPSOLDQFH#ZLWK#SROLF\#$'09537/#
'LVSRVDO#RI#UHDO#SURSHUW\#EH#DFWLYHO\#HQIRUFHG1#$OWHUQDWLYHO\/#LI#WKH#
SROLF\#LV#QRW#DSSURSULDWH/#LW#VKRXOG#EH#DSSURSULDWHO\#UHYLVHG1

'HSDUWPHQW#RI#
7UDQVSRUWDWLRQ

(QJLQHHULQJ#FRQVXOWLQJ#DQG#
URDG#FRQVWUXFWLRQ#PDWHULDOV#

4314:; ,Q#HDUOLHU#DXGLWV#LQ#WKH#'HSDUWPHQW#ZH#KDG#UHYLHZHG#LQYHQWRU\#
DQG#SXUFKDVLQJ#V\VWHPV#DQG#WKH#SURFHVV#XVHG#WR#SXUFKDVH#HQJLQHHULQJ#
FRQVXOWLQJ#VHUYLFHV1#:H#IRXQG#VLJQLILFDQW#RSSRUWXQLWLHV#IRU#
LPSURYHPHQW/#DW#WKDW#WLPH/#DQG#PDGH#UHFRPPHQGDWLRQV#DFFRUGLQJO\1#
$OWKRXJK#PDQ\#RI#WKHVH#UHFRPPHQGDWLRQV#ZHUH#DFFHSWHG/#VRPH#ZHUH#
QRW1#:H#GHFLGHG#WR#H[DPLQH#WKH#SUHVHQW#GD\#SXUFKDVLQJ#DQG#LQYHQWRU\#
RSHUDWLRQV#WR#VHH#KRZ#WKH#'HSDUWPHQW#KDG#LPSURYHG1

4314:< 7ZHQW\#UHFRPPHQGDWLRQV#UHVXOWHG#IURP#WKLV#DXGLW1#:H#UHFHQWO\#
PHW#ZLWK#WKH#VWDII#RI#WKH#'HSDUWPHQW#WR#GLVFXVV#WKH#VWDWXV#RI#WKH#
UHFRPPHQGDWLRQV/#WZR#\HDUV#DIWHU#WKH\#ZHUH#ILUVW#PDGH1#,Q#VXPPDU\#ZH#
IRXQG#WKDW#WKUHH#RI#WKHVH#KDYH#EHHQ#LPSOHPHQWHG/#QLQH#DUH#SDUWLDOO\#
LPSOHPHQWHG#DQG#WKH#UHPDLQLQJ#HLJKW#DUH#DJUHHG#ZLWK#EXW#WKHUH#KDV#EHHQ#
QR#VLJQLILFDQW#DFWLRQ1#

4314;3 (LJKW#UHFRPPHQGDWLRQV#ZHUH#PDGH#IRU#SXUFKDVLQJ#HQJLQHHULQJ2
FRQVXOWLQJ#VHUYLFHV#DQG#WKHUH#LV#VRPH#DFWLYLW\#LQ#DOO#RI#WKHVH1

4314;4 7KH#IROORZLQJ#WKUHH#UHFRPPHQGDWLRQV#ZHUH#LPSOHPHQWHG1

4314;5 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRQWLQXH#WR#GHYHORS#WKH#
SHUIRUPDQFH#PHDVXUHPHQW#V\VWHP#DQG#IRUPDOO\#XVH#LWV#UHVXOWV#LQ#
PDNLQJ#WKH#GHFLVLRQ#DV#WR#ZKLFK#HQJLQHHULQJ#FRQVXOWDQWV#WR#KLUH1

4314;6 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#HQVXUH#WKH#
SHUIRUPDQFH#PHDVXUHPHQW#V\VWHP#UHPDLQV#FRQVLVWHQW#EHWZHHQ#
EUDQFKHV1#

4314;7 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRQVLGHU#WKH#XVH#RI#D#
FRPSXWHU0EDVHG#V\VWHP#IRU#UHFRUGLQJ/#VDYLQJ#DQG#FRPSDULQJ#WKH#
TXDOLILFDWLRQV/#LQFOXGLQJ#SDVW#SHUIRUPDQFH/#RI#HQJLQHHULQJ#
FRQVXOWDQWV1

4314;8 7KH#'HSDUWPHQW#KDV#SLORWHG#WKH#XVH#RI#D#UHTXHVW#IRU#SURSRVDOV#
SURFHVV#IRU#DFTXLULQJ#HQJLQHHULQJ#FRQVXOWLQJ#H[SHUWLVH1#7KH\#DUH#
FXUUHQWO\#HYDOXDWLQJ#WKH#UHVXOWV#RI#WKH#SURFHVV#ZKLOH#PRYLQJ#DKHDG#ZLWK#D#
VHFRQG#SLORW1#)LYH#RI#RXU#UHFRPPHQGDWLRQV#UHODWH#WR#WKLV#SURFHVV#DQG#ZH#
DUH#SOHDVHG#WR#VHH#WKH#'HSDUWPHQW#LV#H[DPLQLQJ#WKH#PHULWV#RI#WKH#
UHFRPPHQGHG#FKDQJHV1
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&KDSWHU#43 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
4314;9 7ZHOYH#UHFRPPHQGDWLRQV#IRFXVVHG#RQ#URDG#FRQVWUXFWLRQ#
PDWHULDOV1

4314;: )RXU#RI#WKHVH#UHFRPPHQGDWLRQV#UHODWHG#WR#WKH#XVH#RI#´HQG#UHVXOW#
VSHFLILFDWLRQVµ#+(56,#LQ#DVVXULQJ#URDG#FRQVWUXFWLRQ#TXDOLW\1#7KLV#SURFHVV#
DVVLJQV#PRUH#UHVSRQVLELOLW\#IRU#TXDOLW\#WR#WKH#FRQWUDFWRUV1#,Q#UHVSRQVH#WR#
WKHVH#UHFRPPHQGDWLRQV#WKH#'HSDUWPHQW#KLUHG#D#FRQVXOWDQW#WR#DVVLVW#WKHP#
LQ#DGGUHVVLQJ#WKH#LVVXH1#7KH\#DUH#FXUUHQWO\#DVVHVVLQJ#WKH#FRQVXOWDQW·V#
UHSRUW#EHIRUH#GHFLGLQJ#ZKHWKHU#WR#PDNH#WKH#UHFRPPHQGHG#FKDQJHV1#

4314;; :H#PDGH#IRXU#UHFRPPHQGDWLRQV#UHODWLQJ#WR#WKH#PDQDJHPHQW#RI#
WKH#'HSDUWPHQW·V#LQYHQWRU\#V\VWHP1#7KHUH#KDV#EHHQ#VRPH#DFWLYLW\#LQ#
UHVSRQVH#WR#WKH#UHFRPPHQGDWLRQV#EXW#QRQH#RI#WKHP#KDYH#EHHQ#DGRSWHG1#

4314;< )RU#WKH#UHPDLQLQJ#IRXU#UHFRPPHQGDWLRQV#WKHUH#KDV#EHHQ#QR#
VLJQLILFDQW#SURJUHVV1

2IILFH#RI#WKH#&RPSWUROOHU

3URYLQFLDO#ILQDQFLDO#
DFFRXQWLQJ#V\VWHP

4314<3 )RU#D#IHZ#\HDUV#WKH#2IILFH#RI#WKH#&RPSWUROOHU#+2&,#KDG#EHHQ#
GHYHORSLQJ#DQG#LPSOHPHQWLQJ#D#QHZ#ILQDQFLDO#DFFRXQWLQJ#V\VWHP1#
6RIWZDUH#FDOOHG#2UDFOH#)LQDQFLDOV#ZDV#EHLQJ#FXVWRPL]HG#E\#WKH#2&#IRU#
XVH#E\#WKH#3URYLQFH1#%HFDXVH#RI#LWV#VLJQLILFDQFH#DQG#WKH#IDFW#WKDW#ZH#UHO\#
RQ#LW#WR#FRQGXFW#RXU#DXGLW#RI#WKH#3URYLQFH/#ZH#GHFLGHG#WR#UHYLHZ#WKH#
V\VWHP1#2XU#UHYLHZ#IRFXVVHG#PDLQO\#RQ#V\VWHP#VHFXULW\1

4314<4 :H#UHSRUWHG#VL[#UHFRPPHQGDWLRQV#IROORZLQJ#RXU#UHYLHZ#RI#WKLV#
V\VWHP1#7KH#IROORZLQJ#UHFRPPHQGDWLRQ#KDV#EHHQ#DGRSWHG1

4314<5 :H#UHFRPPHQGHG#WKDW#WKH#2&#GHYHORS#DQG#GRFXPHQW#DQ#
2UDFOH#V\VWHP#DFFHVV#SROLF\1#7KLV#SROLF\#VKRXOG#GHVFULEH#WKH#SURFHVV#
WR#EH#IROORZHG#IRU#JUDQWLQJ#RU#FKDQJLQJ#V\VWHP#DFFHVV1#:H#DOVR#
UHFRPPHQGHG#WKH#2&#LQIRUP#GHSDUWPHQWV#RI#WKH#SURFHVV#WKH\#VKRXOG#
IROORZ#ZKHQ#UHTXHVWLQJ#V\VWHP#DFFHVV1

4314<6 )RXU#RI#WKH#UHFRPPHQGDWLRQV#DUH#SDUWLDOO\#DGGUHVVHG#DV#D#UHVXOW#
RI#DFWLRQV#E\#WKH#2&1

4314<7 :H#UHFRPPHQGHG#WKDW#WKH#2&#FRQWLQXH#WR#YHULI\#WKDW#WKHUH#
DUH#QR#FRQIOLFWV#EHIRUH#DSSURYLQJ#XVHU#UHVSRQVLELOLWLHV#LQ#2UDFOH1#
+RZHYHU/#WKH#YHULILFDWLRQ#PHWKRG#VKRXOG#EH#PRGLILHG#VR#WKDW#LW#LV#
HDVLHU#WR#LGHQWLI\#SRWHQWLDO#LQFRPSDWLELOLWLHV1#$OVR/#WKH#2&#VKRXOG#
HQVXUH#WKH#ULJKWV#RI#WKH#IRXU#XVHUV#ZH#LGHQWLILHG#DUH#FKDQJHG#VR#WKDW#
WKH\#DUH#QR#ORQJHU#LQFRPSDWLEOH1

4314<8 7KH#ULJKWV#RI#WKH#IRXU#XVHUV#ZHUH#FKDQJHG#LPPHGLDWHO\#DQG#VRPH#
FKDQJHV#ZHUH#PDGH#WR#WKH#YHULILFDWLRQ#SURFHVV1#7KH#2&#EHOLHYHV#WKHVH#
FKDQJHV#DUH#DGHTXDWH#WR#HQVXUH#SRWHQWLDO#FRQIOLFWV#DUH#LGHQWLILHG1

4314<9 :H#UHFRPPHQGHG#WKDW#WKH#2&#UHYLHZ#GRFXPHQWDWLRQ#IRU#WKH#
2UDFOH#DSSOLFDWLRQ#DQG#HQVXUH#WKHUH#LV#DGHTXDWH#GRFXPHQWDWLRQ#IRU#
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)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#43
DQ\WKLQJ#WKDW#LV#XQLTXH#WR#LWV#LQVWDOODWLRQ#DQG#QHFHVVDU\#LQ#FDVH#RI#
SHUVRQQHO#WXUQRYHU1#7KLV#LQFOXGHV#WKH#XQLTXH#IXQFWLRQV#RI#WKH#
'DWDEDVH#$GPLQLVWUDWRU/#WKH#6\VWHP#$GPLQLVWUDWRU#DQG#DQ\#RWKHU#
NH\#SHUVRQQHO1#

4314<: $FWLRQ#KDV#FRPPHQFHG#DQG#LV#FRQWLQXLQJ#WRZDUGV#LPSURYLQJ#WKH#
GRFXPHQWDWLRQ#IRU#WKH#2UDFOH#DSSOLFDWLRQ1

4314<; :H#UHFRPPHQGHG#WKH#2&#KDYH#D#IRUPDO#VLJQ0RII#WR#VXSSRUW#
V\VWHP#LPSOHPHQWDWLRQ#GHFLVLRQV1#7KLV#VLJQ0RII#VKRXOG#EH#VXSSRUWHG#
E\#GRFXPHQWHG#HYLGHQFH#WKDW#DGHTXDWH#LQWHUQDO#FRQWUROV#DUH#SUHVHQW#
LQ#WKH#V\VWHP#DQG#RSHUDWLQJ#HIIHFWLYHO\1

4314<< 'XULQJ#WKH#WLPH#RI#RXU#DXGLW#WKHUH#ZDV#QR#IRUPDO#VLJQ0RII#WR#
VXSSRUW#WKH#GHFLVLRQ#WR#LPSOHPHQW#WKH#V\VWHP1#6LQFH#-DQXDU\#5334/#WKH#
2&#PDLQWDLQV#D#ELQGHU#RI#GRFXPHQWDWLRQ#DQG#VLJQ0RII#IRU#FKDQJH#
UHTXHVWV#DQG2RU#QHZ#IHDWXUHV#LQ#2UDFOH1

431533 :H#UHFRPPHQGHG#WKDW#WKH#2&#LPSOHPHQW#VRPH#NH\#DVSHFWV#
RI#WUDGLWLRQDO#V\VWHP#GHYHORSPHQW#PHWKRGRORJLHV#DQG#SURMHFW#
PDQDJHPHQW#SUDFWLFHV1#,Q#SDUWLFXODU/#ZH#ZRXOG#OLNH#WR#VHH#D#IXWXUH#
SURMHFW#SODQ#DQG#EXGJHW1#:H#DOVR#UHFRPPHQGHG#WKDW#WKH#2&#WUDFN#
SURMHFW#FRVWV#DQG#FRPSDUH#VXFK#FRVWV#WR#WKH#EXGJHW1#7KLV#VKRXOG#
DVVLVW#LQ#PDQDJLQJ#WKH#IXWXUH#ZRUN1

431534 7KH#2&#LQGLFDWHG#WKDW#VRPH#DVSHFWV#RI#WUDGLWLRQDO#V\VWHP#
GHYHORSPHQW#PHWKRGRORJLHV#DQG#SURMHFW#PDQDJHPHQW#SUDFWLFHV#KDYH#EHHQ#
LPSOHPHQWHG1

431535 #7KH#2&#GLVDJUHHG#ZLWK#WKH#IROORZLQJ#UHFRPPHQGDWLRQ1#

431536 :H#UHFRPPHQGHG#WKDW#WKH#2&#UHYLHZ#WKH#QHFHVVLW\#RI#KDYLQJ#
PXOWLSOH#+PRUH#WKDQ#WZR,#XVHUV#ZLWK#V\VWHP#DGPLQLVWUDWRU#ULJKWV1

431537 7KH#2&#FRQWLQXHV#WR#KDYH#IRXU#SHUVRQV#ZLWK#V\VWHP#
DGPLQLVWUDWRU#ULJKWV#DQG#EHOLHYHV#WKDW#XVLQJ#WZR#SHUVRQV#LV#QRW#SUDFWLFDO#
LQ#LWV#HQYLURQPHQW1
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Chapter 11 Financial Audits in Departments and Crown Agencies

#)LQDQFLDO#$XGLWV#LQ#
'HSDUWPHQWV#DQG#&URZQ#

$JHQFLHV
%DFNJURXQG 11.1 7KH#/HJLVODWLYH#$VVHPEO\#DSSURYHV#WKH#EXGJHW#WKDW#VHWV#RXW#WKH#
JRYHUQPHQW·V#ILQDQFLDO#SODQV1#7KH#GXWLHV#LPSRVHG#RQ#RXU#2IILFH#UHTXLUH#
XV#WR#DXGLW#WKH#DFWXDO#ILQDQFLDO#UHVXOWV#DQG#UHSRUW#RXU#ILQGLQJV#WR#WKH#
/HJLVODWLYH#$VVHPEO\1

11.2 2XU#DXGLW#ZRUN#HQFRPSDVVHV#ILQDQFLDO#WUDQVDFWLRQV#LQ#DOO#
JRYHUQPHQW#GHSDUWPHQWV1#$V#ZHOO/#ZH#DXGLW#SHQVLRQ#SODQV#DQG#RWKHU#
WUXVW#IXQGV/#LQFOXGLQJ#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG1

11.3 :H#DOVR#DXGLW#WKH#&URZQ#&RUSRUDWLRQV/#%RDUGV/#&RPPLVVLRQV#
DQG#RWKHU#$JHQFLHV#ZKLFK#DUH#OLVWHG#EHORZ1#%\#WKH#GDWH#WKLV#5HSRUW#LV#
UHOHDVHG#ZH#ZLOO#KDYH#LVVXHG#DXGLWHG#ILQDQFLDO#VWDWHPHQWV#RI#DOO#WKHVH#
DJHQFLHV#IRU#WKH#\HDU#XQGHU#UHYLHZ1

11.4 $JHQFLHV#LQFOXGHG#LQ#WKH#3XEOLF#$FFRXQWV=

• $GYLVRU\#&RXQFLO#RQ#WKH#6WDWXV#RI#:RPHQ
• $OJRQTXLQ#*ROI#/LPLWHG
• $OJRQTXLQ#3URSHUWLHV#/LPLWHG
• .LQJV#/DQGLQJ#&RUSRUDWLRQ
• /RWWHULHV#&RPPLVVLRQ#RI#1HZ#%UXQVZLFN
• 1%#$JULH[SRUW#,QF1
• 1HZ#%UXQVZLFN#&UHGLW#8QLRQ#'HSRVLW#,QVXUDQFH#&RUSRUDWLRQ
• 1HZ#%UXQVZLFN#&URS#,QVXUDQFH#&RPPLVVLRQ
• 1HZ#%UXQVZLFN#+LJKZD\#&RUSRUDWLRQ
• 1HZ#%UXQVZLFN#0XQLFLSDO#)LQDQFH#&RUSRUDWLRQ
• 1HZ#%UXQVZLFN#3XEOLF#/LEUDULHV#)RXQGDWLRQ
• 1HZ#%UXQVZLFN#5HVHDUFK#DQG#3URGXFWLYLW\#&RXQFLO
• 3UHPLHU·V#&RXQFLO#RQ#WKH#6WDWXV#RI#'LVDEOHG#3HUVRQV
• 3URYLQFLDO#+ROGLQJV#/WG1
• 5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ
• 5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#6SHFLDO#2SHUDWLQJ#$JHQF\
• <RXWK#&RXQFLO#RI#1HZ#%UXQVZLFN
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)LQDQFLDO#$XGLWV#LQ#'HSDUWPHQWV#DQG#&URZQ#$JHQFLHV &KDSWHU#44
11.5 2WKHU#$JHQFLHV=

• /H#&HQWUH#FRPPXQDXWDLUH#6DLQWH0$QQH
• /HJDO#$LG#1HZ#%UXQVZLFN

6FRSH 11.6 7R#UHDFK#DQ#RSLQLRQ#RQ#WKH#ILQDQFLDO#VWDWHPHQWV#RI#WKH#3URYLQFH/#
ZH#FDUU\#RXW#DXGLW#ZRUN#RQ#WKH#PDMRU#SURJUDPV#DQG#DFWLYLWLHV#LQ#
GHSDUWPHQWV1#,Q#DGGLWLRQ/#ZH#DXGLW#PDMRU#UHYHQXH#LWHPV#DQG#D#VDPSOH#RI#
H[SHQGLWXUHV#FKRVHQ#IURP#GHSDUWPHQWV1#:H#DOVR#WHVW#FRQWUROV#
VXUURXQGLQJ#FHQWUDOL]HG#V\VWHPV1

11.7 :H#WDNH#D#VLPLODU#DSSURDFK#WR#RXU#WHVWLQJ#RI#WKH#3URYLQFH·V#
SHQVLRQ#SODQV1#2XU#REMHFWLYH#LQ#GRLQJ#WKLV#ZRUN#LV#WR#UHDFK#DQ#RSLQLRQ#RQ#
WKH#ILQDQFLDO#VWDWHPHQWV#RI#HDFK#SODQ1

11.8 %HFDXVH#RI#WKH#OLPLWHG#REMHFWLYHV#RI#WKLV#W\SH#RI#DXGLW#ZRUN/#LW#
PD\#QRW#LGHQWLI\#PDWWHUV#ZKLFK#PLJKW#FRPH#WR#OLJKW#GXULQJ#D#PRUH#
H[WHQVLYH#RU#VSHFLDO#H[DPLQDWLRQ1#+RZHYHU/#LW#RIWHQ#UHYHDOV#GHILFLHQFLHV#
RU#OLQHV#RI#HQTXLU\#ZKLFK#ZH#PLJKW#FKRRVH#WR#SXUVXH#LQ#RXU#EURDGHU0
VFRSH#DXGLW#ZRUN1

11.9 ,W#LV#RXU#SUDFWLFH#WR#UHSRUW#RXU#ILQGLQJV#WR#VHQLRU#RIILFLDOV#RI#WKH#
GHSDUWPHQWV#FRQFHUQHG/#DQG#WR#DVN#IRU#D#UHVSRQVH1#6RPH#RI#WKHVH#
ILQGLQJV#PD\#QRW#EH#LQFOXGHG#LQ#WKLV#5HSRUW/#EHFDXVH#ZH#GR#QRW#FRQVLGHU#
WKHP#WR#EH#RI#VXIILFLHQW#LPSRUWDQFH#WR#EULQJ#WR#WKH#DWWHQWLRQ#RI#WKH#
/HJLVODWLYH#$VVHPEO\1

11.10 2XU#ZRUN#LQ#&URZQ#DJHQFLHV#LV#XVXDOO\#DLPHG#DW#HQDEOLQJ#XV#WR#
JLYH#DQ#RSLQLRQ#RQ#WKHLU#ILQDQFLDO#VWDWHPHQWV1#'XULQJ#WKH#FRXUVH#RI#WKLV#
ZRUN/#ZH#PD\#QRWH#HUURUV#LQ#DFFRXQWLQJ#UHFRUGV#RU#ZHDNQHVVHV#LQ#
DFFRXQWLQJ#FRQWUROV1#:H#EULQJ#WKHVH#PDWWHUV#WR#WKH#DWWHQWLRQ#RI#WKH#
DJHQF\/#WRJHWKHU#ZLWK#DQ\#UHFRPPHQGDWLRQV#IRU#LPSURYHPHQW1

11.11 7KLV#FKDSWHU#RI#RXU#5HSRUW#VXPPDUL]HV#LVVXHV#UHODWHG#WR#
GHSDUWPHQWV#DQG#&URZQ#DJHQFLHV#ZKLFK#ZH#FRQVLGHU#WR#EH#VLJQLILFDQW#WR#
WKH#PHPEHUV#RI#WKH#/HJLVODWLYH#$VVHPEO\1

11.12 2XU#H[DPLQDWLRQ#RI#WKH#PDWWHUV#LQFOXGHG#LQ#WKLV#FKDSWHU#RI#RXU#
5HSRUW#ZDV#SHUIRUPHG#LQ#DFFRUGDQFH#ZLWK#&DQDGLDQ#JHQHUDOO\#DFFHSWHG#
DXGLWLQJ#VWDQGDUGV/#LQFOXGLQJ#VXFK#WHVWV#DQG#RWKHU#SURFHGXUHV#DV#ZH#
FRQVLGHUHG#QHFHVVDU\#LQ#WKH#FLUFXPVWDQFHV1#7KH#PDWWHUV#UHSRUWHG#VKRXOG#
QRW#EH#XVHG#DV#D#EDVLV#IRU#GUDZLQJ#FRQFOXVLRQV#DV#WR#FRPSOLDQFH#RU#
QRQ0FRPSOLDQFH#ZLWK#UHVSHFW#WR#PDWWHUV#QRW#UHSRUWHG1

$FFRXQWV#UHFHLYDEOH

%DFNJURXQG

11.13 0RVW#JRYHUQPHQWV#HPSKDVL]H#WKH#FRQWUROOLQJ#RI#H[SHQGLWXUHV#
PRUH#WKDQ#WKH#FROOHFWLQJ#RI#UHYHQXHV1#:LWK#PLQRU#H[FHSWLRQV/#SURYLQFLDO#
GHSDUWPHQWV#GR#QRW#KDYH#WKH#DXWKRULW\#WR#VSHQG#FROOHFWHG#UHYHQXH1#$V#D#
UHVXOW/#WKHUH#LV#RIWHQ#QR#EXGJHWDU\#PRWLYDWLRQ#IRU#GHSDUWPHQWV#WR#VSHQG#
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&KDSWHU#44 )LQDQFLDO#$XGLWV#LQ#'HSDUWPHQWV#DQG#&URZQ#$JHQFLHV
WLPH#DQG#HIIRUW#LQ#WKH#UHFHLYDEOH#DUHDV#RU#WR#PD[LPLVH#FROOHFWLRQ#
DFWLYLWLHV1

11.14 $Q#H[DPLQDWLRQ#RI#WKH#DFFRXQWV#UHFHLYDEOH#FROOHFWLRQ#SURFHVV#E\#
RXU#2IILFH#SURYLGHV#XV#ZLWK#VRPH#DVVXUDQFH#RQ#WKH#YDOLGLW\#DQG#
FROOHFWDELOLW\#RI#UHFHLYDEOHV#LQ#WKH#3URYLQFH·V#ILQDQFLDO#VWDWHPHQWV1

11.15 )RU#WKHVH#UHDVRQV#ZH#UHYLHZHG#WKH#PDQDJHPHQW#RI#DFFRXQWV#
UHFHLYDEOH#LQ#WKUHH#GHSDUWPHQWV1#:H#UHYLHZHG#WKH#SURYLQFLDO#
DGPLQLVWUDWLRQ#SROLFLHV#DQG#EHOLHYH#WKH\#SURYLGH#D#JRRG#IUDPHZRUN#IRU#
GHSDUWPHQWV#WR#XVH#LQ#HVWDEOLVKLQJ#WKHLU#FROOHFWLRQ#SROLFLHV1

11.16 7KH#SXUSRVH#RI#RXU#DXGLW#ZDV#WR#GHWHUPLQH#LI#WKH#GHSDUWPHQWV#
KDG#D#FRPSUHKHQVLYH#FROOHFWLRQ#SURFHVV/#ZKLFK#LV#LQ#FRPSOLDQFH#ZLWK#
JRYHUQPHQW#SROLF\1

11.17 :H#H[SHFWHG#GHSDUWPHQWV#WR#KDYH#GRFXPHQWHG#V\VWHPV#IRU#
FROOHFWLQJ#DFFRXQWV#UHFHLYDEOH#DQG#WR#EH#LQ#FRPSOLDQFH#ZLWK#
DGPLQLVWUDWLRQ#PDQXDO#SROLFLHV1#7KLV#ZRXOG#DW#OHDVW#PHDQ#WKDW=#FROOHFWLRQ#
SURFHGXUHV#ZRXOG#EH#VWDQGDUGL]HG#+GRFXPHQWHG#IRU#HDFK#W\SH#RI#
UHFHLYDEOH,>#DQ#DFFXUDWH#DJHLQJ#DQDO\VLV#RI#RXWVWDQGLQJ#DFFRXQWV#ZRXOG#
EH#SHUIRUPHG#RQ#D#UHJXODU#EDVLV#DQG#GHOLQTXHQW#DFFRXQWV#DFWHG#XSRQ>#D#
PHFKDQLVP#H[LVWV#IRU#HYDOXDWLQJ#WKH#SHUIRUPDQFH#RI#WKH#FROOHFWLRQ#
IXQFWLRQ>#DQG#LQIRUPDWLRQ#LV#DYDLODEOH#RQ#WKH#FRVWV#RI#FROOHFWLRQV1

'HSDUWPHQW#RI#%XVLQHVV#
1HZ#%UXQVZLFN

11.18 7RWDO#DFFRXQWV#UHFHLYDEOH#LQ#WKLV#'HSDUWPHQW#DW#64#0DUFK#5335#
ZHUH#LQ#H[FHVV#RI#'5::#PLOOLRQ1#0RVW#RI#WKH#'HSDUWPHQW·V#DFFRXQWV#
UHFHLYDEOH#DUH#RXWVWDQGLQJ#ORDQV#UHODWLQJ#WR#HFRQRPLF#GHYHORSPHQW/#
ILVKHULHV#DQG#DJULFXOWXUH1

0RQLWRULQJ#DQG#FROOHFWLRQ#RI#
UHFHLYDEOHV#QHHGV#LPSURYLQJ

11.19 7KH#FROOHFWLRQ#RI#UHFHLYDEOHV#KDV#QRW#EHHQ#HPSKDVLVHG#LQ#WKH#
'HSDUWPHQW#DQG#UHFHLYDEOHV#DUH#QRW#DOZD\V#FROOHFWHG#RQ#D#WLPHO\#EDVLV1#
3URSHU#IROORZ0XS#SURFHGXUHV#DUH#QHHGHG#WR#HQVXUH#WLPHO\#FROOHFWLRQV1#
*RYHUQPHQW#SROLF\#UHTXLUHV#WKDW#DQ\#YDULDWLRQ#RI#UHSD\PHQW#WHUPV#PXVW#
EH#PDGH#DQG#DSSURYHG#LQ#ZULWLQJ#SULRU#WR#WKH#GXH#GDWH1

11.20 *RYHUQPHQW#SROLF\#DOVR#UHTXLUHV#SURSHU#IROORZ0XS#SURFHGXUHV#WR#
HQVXUH#UHSD\PHQWV#DUH#PDGH#RQ#D#WLPHO\#EDVLV1#:H#QRWHG#RQH#FDVH#ZKHUH#
D#FRPSDQ\#KDG#LQWHUHVW#RXWVWDQGLQJ#RQ#WKUHH#ORDQV#LQ#WKH#DPRXQW#RI#
'5/:<;/9561#2QH#RI#WKHVH#ORDQV#ZDV#WR#KDYH#PRQWKO\#SD\PHQWV#RI#
':8/333#EXW#WKH#FRPSDQ\#KDG#QRW#PDGH#D#SD\PHQW#IRU#RYHU#VL[WHHQ#
PRQWKV#RQ#WKLV#DFFRXQW1#7KH#FRPSDQ\#DSSHDUHG#WR#EH#YLDEOH#DQG#PDNLQJ#
PRQH\1#:KHQ#WKH\#ZHUH#FRQWDFWHG#E\#DQ#RIILFHU/#WKH#FRPSDQ\#SDLG#
'5/;8</3;71#

11.21 $#QXPEHU#RI#ILOHV#KDG#QR#UHFHQW#LQIRUPDWLRQ1#,Q#RQH#FDVH#WKH#ODVW#
WLPH#FRPSDQ\#ILQDQFLDO#VWDWHPHQWV#ZHUH#SURYLGHG#ZDV#LQ#4<<<#IRU#WKH#
\HDU#4<<:1
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11.22 2YHU#;8(#RI#JHQHUDO#UHFHLYDEOHV#ZHUH#RYHU#QLQHW\#GD\V#ROG#
LQFOXGLQJ#VHYHUDO#JUHDWHU#WKDQ#RQH#\HDU1

5HFRPPHQGDWLRQ 11.23 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#HVWDEOLVK#DQG#
GRFXPHQW#D#V\VWHP#WR#PRQLWRU#DQG#FROOHFW#RYHUGXH#UHFHLYDEOHV1#
3URSHU#IROORZ0XS#SURFHGXUHV#VKRXOG#EH#HQDFWHG#WR#HQVXUH#DOO#
SD\PHQWV#DUH#PDGH#RQ#WLPH#DQG#LQ#WKH#FRUUHFW#DPRXQWV1

5HSRUWLQJ#WR#VHQLRU#
PDQDJHPHQW#QHHGV#LPSURYLQJ

11.24 7KHUH#DUH#QR#VSHFLILF#UHSRUWV#WR#LQIRUP#PDQDJHPHQW#RI#RYHUGXH#
RU#GHOLQTXHQW#DFFRXQWV1#7KH#RQO\#UHSRUW#XVHG#LV#WKH#DJHG#UHFHLYDEOHV#
UHSRUW/#ZKLFK#LV#LQDGHTXDWH#IRU#PDQDJHPHQW#SXUSRVHV#DQG#LQDFFXUDWH#LQ#
VRPH#FDVHV1#([FHSWLRQ#UHSRUWV#ZRXOG#DLG#LQ#LPSURYLQJ#WKH#PDQDJHPHQW#
RI#UHFHLYDEOHV1#7KHVH#UHSRUWV#VKRXOG#SURYLGH#WKH#LQIRUPDWLRQ#UHTXLUHG#WR#
PRQLWRU#WKH#VWDWXV#RI#SUREOHP#DFFRXQWV/#SURPSW#FROOHFWLRQ#HIIRUWV/#
LGHQWLI\#SRWHQWLDO#SUREOHPV#DQG#HQDEOH#WLPHO\#FRUUHFWLYH#DFWLRQV1

5HFRPPHQGDWLRQ 11.25 :H#UHFRPPHQGHG#D#V\VWHP#WR#UHSRUW#RQ#RXWVWDQGLQJ#DFFRXQWV#
EH#GHYHORSHG1#5HFHLYDEOH#UHSRUWV#VKRXOG#EH#SURGXFHG#RQ#D#UHJXODU#
EDVLV#DQG#GLVWULEXWHG#WR#VHQLRU#PDQDJHPHQW#IRU#UHYLHZ#DQG#
FRPPHQW1

$JHG#UHFHLYDEOH#OLVWLQJ#LV#QRW#
DFFXUDWH

11.26 7KH#DJHG#UHFHLYDEOH#OLVWLQJ#LV#QRW#XS#WR#GDWH#IRU#FKDQJHV#LQ#
DJUHHPHQWV1#)RU#H[DPSOH/#D#FRPSDQ\#ZLWK#DQ#RXWVWDQGLQJ#EDODQFH#RQ#WKH#
UHFHLYDEOHV#OLVW#HQWHUHG#LQWR#D#QHZ#DJUHHPHQW#WR#SD\1#7KH#UHFHLYDEOH#
V\VWHP#ZDV#QRW#XSGDWHG#UHVXOWLQJ#LQ#DQ#LQFRUUHFW#UHFHLYDEOH#DPRXQW#IRU#
PRQWKV1

11.27 $GGLWLRQDOO\#WKH#OLVW#LQFRUUHFWO\#VKRZV#FDSLWDOLVHG#LQWHUHVW#EHLQJ#
LQ#DUUHDUV1#6XFK#LQWHUHVW#LV#RQO\#GXH#RQ#PDWXULW\#RI#WKH#ORDQ1

5HFRPPHQGDWLRQ 11.28 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#HQVXUH#SURFHGXUHV#DUH#
GHYHORSHG#WR#SURYLGH#LQIRUPDWLRQ/#LQ#D#WLPHO\#PDQQHU/#LQ#RUGHU#WR#
XSGDWH#FOLHQW#UHFRUGV1#7KLV#VKRXOG#HQVXUH#DQ#DFFXUDWH#DJHG#
UHFHLYDEOH#UHSRUW1

2YHUGXH#UHFHLYDEOHV 11.29 :H#QRWHG#FDVHV#ZKHUH#FOLHQWV#KDG#RXWVWDQGLQJ#DFFRXQWV#
UHFHLYDEOH#EDODQFHV#ZKLFK#ZHUH#RYHU#453#GD\V#ROG1#6RPH#RI#WKHVH#ZHUH#
VHUYLFH#FKDUJHV#IRU#JXDUDQWHHV1#2QFH#D#JXDUDQWHH#LV#JLYHQ/#WKH#FRPSDQ\#
KDV#QR#LQFHQWLYH#WR#SD\#WKH#FXUUHQW#RU#SULRU#VHUYLFH#FKDUJHV1#1HZ#
JXDUDQWHHV#DUH#JLYHQ#ZLWKRXW#SD\PHQW#RI#ROG#VHUYLFH#FKDUJHV1#
*RYHUQPHQW#SROLF\#LQGLFDWHV#WKDW#DUUHDUV#VKRXOG#EH#EURXJKW#XS#WR#GDWH#
EHIRUH#IXQGV#DUH#DGYDQFHG1#&ROOHFWLQJ#VHUYLFH#FKDUJHV#ZKHQ#JXDUDQWHHV#
DUH#JLYHQ#ZRXOG#KHOS#DOOHYLDWH#WKLV#SUREOHP1

5HFRPPHQGDWLRQ 11.30 :H#UHFRPPHQGHG#FROOHFWLRQ#RI#IHHV#DQG#IROORZ#XS#RI#
RXWVWDQGLQJ#EDODQFHV#EH#PDGH#D#SULRULW\1#,Q#HDFK#FDVH#LW#VKRXOG#EH#
GHFLGHG#LI#RXWVWDQGLQJ#PRQLHV#VKRXOG#EH#FROOHFWHG#EHIRUH#HFRQRPLF#
LQFHQWLYHV#DUH#JLYHQ#RU#H[WHQGHG1
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'RFXPHQWDWLRQ#LQ#ILOHV#QHHGV#
LPSURYLQJ

11.31 &OLHQW#ILOHV#DUH#QRW#DOZD\V#FRPSOHWH1#2QH#ILOH#UHYLHZHG#VKRZHG#
WKH#FOLHQW#PDNLQJ#SD\PHQWV#GLIIHUHQW#IURP#WKRVH#LQ#WKH#WHUPV#RI#WKH#
DJUHHPHQW1#+RZHYHU/#WKHUH#ZDV#QR#LQGLFDWLRQ#WKDW#WKHUH#KDG#EHHQ#D#QHZ#
DJUHHPHQW1#6RPH#ILOHV#KDG#QR#FXUUHQW#LQIRUPDWLRQ#LQGLFDWLQJ#ZKHWKHU#
WKHUH#KDG#EHHQ#DQ\#UHFHQW#FRQWDFWV1#

5HFRPPHQGDWLRQ 11.32 :H#UHFRPPHQGHG#DOO#ILOHV#EH#XSGDWHG#RQ#D#UHJXODU#EDVLV#DQG#
WKH#FOLHQW#VWDWXV#UHYLHZHG#HYHQ#LI#QR#DFWLRQ#ZDV#WDNHQ1#$OO#ILOHV#VKRXOG#
LQFOXGH#XS0WR0GDWH#DJUHHPHQWV1

:ULWH0RII#RI#ROG#UHFHLYDEOHV#QRW#
WLPHO\

11.33 6RPH#UHFHLYDEOHV#DUH#VHYHUDO#\HDUV#ROG#DQG#QHHG#WR#EH#
LQYHVWLJDWHG#LQ#RUGHU#WR#GHWHUPLQH#LI#ZULWH0RII#LV#QHFHVVDU\1#5HFHLYDEOHV#
QRW#FROOHFWDEOH#VKRXOG#EH#ZULWWHQ#RII1#

5HFRPPHQGDWLRQ 11.34 :H#UHFRPPHQGHG#ROG#UHFHLYDEOHV#EH#ZULWWHQ#RII#SURPSWO\#
ZKHQ#LW#LV#GHHPHG#WKH\#ZLOO#QRW#EH#FROOHFWHG1

'HSDUWPHQWDO#UHVSRQVH 11.35 7KH#'HSDUWPHQW#SURYLGHG#WKH#IROORZLQJ#UHVSRQVH#WR#RXU#
REVHUYDWLRQV#DQG#UHFRPPHQGDWLRQV=

Prior to your review, we had recognized deficiencies in the 
reporting, monitoring and collection of the accounts receivable o
the Department and we had commenced activities to address th
An evaluation of the Nortridge Loan Software had been complet
and we were in the process of implementing it with a target date
September 1, 2002, to be operational. We believe this new syst
will be a valuable tool in providing us with the access to 
information that will allow us to better monitor our accounts 
receivable.

Reporting to senior management will be improved significantly w
the Nortridge Loan System. Currently, management receives an
aged listing of all accounts receivable each quarter. These repo
will be provided on a monthly basis as well as a past due report
loan officer. The information will be presented in a more 
manageable format and on a timely basis so that problems are 
addressed, corrective action is taken, and the accuracy of 
information is ensured. The officers will be required to review the
accounts each month and to report on the status of each and th
actions taken.

A collection policy is being developed to provide guidelines for t
monitoring and collection of overdue receivables. Currently, 
invoices are sent on a monthly basis for amounts owing to the 
Province and reminders are forwarded regularly for past due 
accounts. We are developing a policy that will establish a 
disciplined process for the follow up of accounts when they are 
days, 90 days, and over 120 days past due. This policy will ens
better communication with senior management and the client, w
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force action on delinquent accounts, and will provide for a timeli
write-off of receivables deemed to be uncollectible. It is our 
intention to present the proposed policy to the Board of 
Management before December 31, 2002.

As part of the implementation of the Nortridge Loan System, a 
general review of outstanding loan accounts has been complete
Accounts are being investigated and a list for write off is now be
prepared.

The Department has increased its emphasis on the monitoring o
loan accounts. We are insisting on the completion of an annual 
review of all loan accounts by the loan officers to ensure that the
conditions of the loan agreements are upheld and the required 
documentation is provided by the client. Monitoring is a primary
responsibility of the loan officers and has been included in their 
individual work plans on which their performance will be 
evaluated.

'HSDUWPHQW#RI#)LQDQFH 11.36 2XU#PDLQ#IRFXV#LQ#WKLV#'HSDUWPHQW#ZDV#RQ#SURSHUW\#WD[#
UHFHLYDEOHV/#ZKLFK#WRWDOOHG#'8:<18#PLOOLRQ#DW#64#0DUFK#53351#2I#WKLV#
DPRXQW/#'435#PLOOLRQ#UHSUHVHQWHG#DUUHDUV#WR#5334#DQG#SULRU#\HDUV>#WKH#
EDODQFH#RI#'7::18#PLOOLRQ#UHSUHVHQWHG#WKH#5335#WD[#OHYLHG#RQ#4#0DUFK#
53351

0RQLWRULQJ#DQG#FROOHFWLRQ#RI#
UHFHLYDEOHV#FDQ#EH#LPSURYHG

11.37 7KH#FROOHFWLRQ#RI#SURSHUW\#WD[#UHFHLYDEOHV#KDV#QRW#DOZD\V#EHHQ#
WKH#PDLQ#IRFXV#RI#FROOHFWLRQ#DFWLYLWLHV#LQ#WKH#'HSDUWPHQW1#,Q#SULRU#\HDUV#
WKH#IRFXV#ZDV#RQ#RWKHU#UHFHLYDEOHV#VXFK#DV#VDOHV#WD[1#7KLV#KDV#QRZ#
FKDQJHG#DQG#WKHUH#DUH#FXUUHQWO\#WZLFH#DV#PDQ\#SHRSOH#GHGLFDWHG#WR#
FROOHFWLQJ#SURSHUW\#WD[#UHFHLYDEOHV#DV#WKHUH#ZHUH#WZR#\HDUV#DJR1#7KLV#
DGGLWLRQDO#VWDII#VKRXOG#KHOS#UHGXFH#WKH#QXPEHU#RI#RYHUGXH#DFFRXQWV1

11.38 3URSHUW\#WD[#UHFHLYDEOHV#DUH#QRW#DOZD\V#FROOHFWHG#RQ#D#WLPHO\#
EDVLV#DV#LQGLFDWHG#E\#WKH#ODUJH#QXPEHU#RI#DFFRXQWV#+6</333,#RQH#\HDU#RU#
PRUH#LQ#DUUHDUV1#,QFOXGHG#LQ#WKH#6</333#DFFRXQWV#DUH#48/333#WKDW#DUH#
WKUHH#\HDUV#RU#PRUH#LQ#DUUHDUV1#

11.39 3URSHU#IROORZ0XS#SURFHGXUHV#DUH#QHHGHG#WR#HQVXUH#WLPHO\#
SD\PHQWV1#7KLV#ZRXOG#LQFOXGH#IROORZ0XS#RQ#PLVVHG#SD\PHQWV#RU#
GHYLDWLRQV#IURP#DJUHHPHQWV#PDGH#ZLWK#WKH#'HSDUWPHQW#IRU#WKH#
UHSD\PHQW#RI#WD[HV#RZLQJ1

11.40 :H#UHYLHZHG#WZHQW\0IRXU#SURSHUW\#WD[#DFFRXQWV#WR#VHH#ZKDW#WKH#
GRFXPHQWHG#FROOHFWLRQ#DFWLYLW\#RQ#ILOH#ZRXOG#VKRZ#DERXW#WKH#PRQLWRULQJ#
DQG#FROOHFWLRQ#RI#RXWVWDQGLQJ#DFFRXQWV1#0DQ\#RI#WKHVH#SURSHUWLHV#ZHUH#
LQFOXGHG#LQ#FODVVHV#RI#DFFRXQWV#+QRW0IRU0SURILW#DQG#SDUNV,#XQGHU#VWXG\#E\#
WKH#'HSDUWPHQW1#)RU#WKLV#UHDVRQ#QR#UHFHQW#FRQWDFW#KDG#EHHQ#PDGH1#
2WKHUV#KDG#QR#UHFHQW#GRFXPHQWHG#FRQWDFW#IRU#D#YDULHW\#RI#UHDVRQV1#
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11.41 ,Q#RQH#FDVH#D#WD[SD\HU#RZHG#SURSHUW\/#JDVROLQH#DQG#VDOHV#WD[1#$Q#
DJUHHPHQW#ZDV#PDGH#WR#PDNH#PRQWKO\#SD\PHQWV/#NHHS#FXUUHQW#ZLWK#
SURSHUW\#WD[/#DQG#PDNH#D#OXPS#VXP#SD\PHQW#RQ#WKH#DUUHDUV#DW#WKH#HQG#RI#
WKH#DJUHHPHQW#LQ#2FWREHU#53341#7KH#WD[SD\HU#GLG#QRW#NHHS#FXUUHQW#RQ#WKH#
SURSHUW\#WD[#RU#PDNH#WKH#OXPS#VXP#SD\PHQW1#$V#DW#-XQH#5335#WKHUH#ZDV#
QR#LQGLFDWLRQ#LQ#WKH#ILOH#RI#DQ\#IXUWKHU#DFWLRQV#WR#FROOHFW#WKLV#GHEW#RU#D#
QHZ#DJUHHPHQW#WR#GHDO#ZLWK#RXWVWDQGLQJ#PRQLHV#RZHG1#7KH#'HSDUWPHQW#
DFFRXQWV#UHFHLYDEOH#FROOHFWLRQ#SROLF\#VWDWHV#WKDW#LI#D#WD[SD\HU#IDLOV#WR#
PDNH#VFKHGXOHG#SD\PHQWV#LQ#DFFRUGDQFH#ZLWK#WKH#DJUHHPHQW#DQG#LI#WKH#
FROOHFWLRQ#RIILFHU#LV#XQVXFFHVVIXO#LQ#VHFXULQJ#WKH#UHTXLUHG#SD\PHQW/#WKH#
DFFRXQW#ZLOO#EH#IRUZDUGHG#WR#GHSDUWPHQWDO#VWDII#LQ#RUGHU#WR#EHJLQ#WD[#VDOH#
DFWLRQ1#7KLV#ZDV#QRW#GRQH#LQ#WKLV#FDVH1

5HFRPPHQGDWLRQ 11.42 7KH#'HSDUWPHQW#VKRXOG#SXW#LQ#SODFH#DSSURSULDWH#IROORZ0XS#
SURFHGXUHV#WR#HQVXUH#DOO#UHSD\PHQWV#DUH#PDGH#RQ#WLPH#DQG#LQ#
DFFRUGDQFH#ZLWK#WKH#WHUPV#RI#WKH#DJUHHPHQWV1

'HSDUWPHQWDO#UHVSRQVH 11.43 7KH#GHSDUWPHQW#KDG#UHFRJQL]HG#WKH#QHHG#WR#DXWRPDWH#WKH#SURFHVV#
IRU#WLPHO\#PRQLWRULQJ#RI#SD\PHQW#DUUDQJHPHQWV#WR#HQVXUH#WKH#
DUUDQJHPHQWV#ZHUH#EHLQJ#KRQRUHG1#$V#ZDV#LGHQWLILHG#GXULQJ#WKH#DXGLW/#
WKH#GHSDUWPHQW#ZDV#ZHOO#XQGHUZD\#WR#HQKDQFLQJ#LWV#SD\PHQW#
DUUDQJHPHQW#WUDFNLQJ#V\VWHP1#7KH#UHTXLUHG#FKDQJHV#WR#WKLV#V\VWHP#KDYH#
EHHQ#FRPSOHWHG#DQG#WHVWHG1#:H#DUH#QRZ#LQ#WKH#SURFHVV#RI#FRQYHUWLQJ#WKH#
H[LVWLQJ#DUUDQJHPHQWV#WR#PHHW#WKH#VWDQGDUGV#UHTXLUHG#RI#WKH#HQKDQFHG#
V\VWHP#DQG#RQFH#WKH#FRQYHUVLRQ#LV#FRPSOHWHG#DOO#SURSHUW\#WD[#
DUUDQJHPHQWV#ZLOO#EH#PRQLWRUHG#RQ#D#PRQWKO\#EDVLV1#([SHFWHG#SD\PHQWV#
ZLOO#EH#DXWRPDWLFDOO\#PDWFKHG/#DJDLQVW#D#SD\PHQWV#UHFHLYHG#ILOH/#DQG#
H[FHSWLRQ#UHSRUWV#ZLOO#EH#JHQHUDWHG#DQG#UHYLHZHG#E\#WKH#DSSURSULDWH#
VWDII1#:H#DQWLFLSDWH#WKDW#WKLV#DXWRPDWHG#PRQLWRULQJ#ZLOO#EH#IXOO\#
RSHUDWLRQDO#EHIRUH#\HDU0HQG1

7LPHOLQHVV#RI#FOLHQW#FRQWDFW 11.44 &HUWDLQ#FOLHQWV#WKDW#DUH#LQ#DUUHDUV#PD\#MXVWLI\#HDUOLHU#FRQWDFW#WKDQ#
RWKHUV1#6XFK#DQ#H[DPSOH#ZRXOG#EH#QRQ0UHVLGHQWLDO#DQG#FRPPHUFLDO#
SURSHUWLHV#ZKHUH#WKH#EXVLQHVV#KDV#D#SRWHQWLDO#RI#JRLQJ#EDQNUXSW1#,W#PD\#
EH#ZRUWK#ZKLOH#WR#UHYLHZ#WKH#PRUH#ULVN\#DFFRXQWV#DQG#LQFUHDVH#FROOHFWLRQ#
DFWLYLW\#HDUOLHU1

5HFRPPHQGDWLRQ 11.45 7KH#'HSDUWPHQW#VKRXOG#UHYLHZ#LWV#SROLFLHV#LQ#UHJDUGV#WR#WKH#
WLPLQJ#RI#FOLHQW#FRQWDFWV1#,W#PD\#EH#DSSURSULDWH#WR#FRQWDFW#FHUWDLQ#
FOLHQWV#VRRQHU#WKDQ#RWKHUV1#

'HSDUWPHQWDO#UHVSRQVH 11.46 7KH#GHSDUWPHQW#LV#LQ#WKH#SURFHVV#RI#XSGDWLQJ#LWV#FROOHFWLRQ#
SURFHGXUHV#ZLWK#D#VWURQJHU#IRFXV#RQ#DJLQJ/#GROODU#YDOXH#DQG#UDWLR#RI#
EDODQFH#GXH#WR#DVVHVVHG#YDOXH1#,Q#DGGLWLRQ/#WKH#GHSDUWPHQW#KDG#UHFHQWO\#
KLUHG#D#IRXUWK#FROOHFWLRQ#RIILFHU#ZKRVH#PDLQ#IXQFWLRQ#LV#UHFHLYDEOH#
DFFRXQWV#LQYROYLQJ#QRW0IRU0SURILW#RUJDQL]DWLRQV#DQG#ODUJH#GROODU#YDOXH#
DFFRXQWV1
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'RFXPHQWDWLRQ#LQ#ILOHV#QHHGV#
LPSURYLQJ

11.47 7KH#SURSHUW\#WD[#ILOHV#KDYH#D#ODFN#RI#GRFXPHQWDWLRQ1#7KHUH#ZDV#
QR#HYLGHQFH#LQ#WKH#ILOHV#WR#LQGLFDWH#ZK\#VRPH#SURSHUWLHV#ZHUH#VHQW#WR#WD[#
VDOHV#ZKLOH#RWKHUV#ZHUH#QRW1#$OVR#WKHUH#ZDV#QR#LQIRUPDWLRQ#RQ#ILOH#WR#
H[SODLQ#ZK\#GHFLVLRQV#ZHUH#PDGH1#)RU#H[DPSOH/#LQ#RQH#FDVH#ZH#
H[DPLQHG/#WKH#ILUVW#DFWLRQ#QRWHG#ZDV#WR#VHQG#D#FROOHFWLRQ#OHWWHU#DQG#REWDLQ#
WD[#VDOH#GDWD1#$V#WKLV#LV#RQH#RI#WKH#ILQDO#VWHSV#LQ#WKH#FROOHFWLRQ#SURFHVV/#
ZH#H[SHFWHG#WR#VHH#RWKHU#LQIRUPDWLRQ#DERXW#SULRU#FRQWDFWV#LQ#WKH#ILOH1

11.48 $OVR#WKHUH#ZDV#QR#HYLGHQFH#LQ#WKH#FRQVXPSWLRQ#WD[#ILOHV#WKDW#
FROOHFWLRQ#SURFHGXUHV#ZHUH#DSSOLHG#HTXLWDEO\#DQG#FRQVLVWHQWO\1#7KHUH#
ZDV#QR#LQGLFDWLRQ#LQ#WKH#ILOHV#RQ#KRZ#GHFLVLRQV#ZHUH#PDGH#RQ#WKH#
DPRXQWV#VHQW#IRU#UHPLVVLRQ/#RQ#SD\PHQW#WHUPV#RU#RQ#IRUJLYHQHVV#RI#
LQWHUHVW#DQG#SHQDOWLHV1#,I#D#FOLHQW#KDV#DQ#DJUHHPHQW#IRU#D#UHPLVVLRQ#RU#
UHGXFWLRQ#RI#GHEW/#WKH#ILOHV#VKRXOG#EH#XSGDWHG#ZLWK#LQIRUPDWLRQ#WR#
SURYLGH#EDFNXS#IRU#WKH#DJUHHPHQW#RU#UHPLVVLRQ1

#5HFRPPHQGDWLRQV 11.49 $OO#ILOHV#VKRXOG#EH#XSGDWHG#DV#WKH\#DUH#UHYLHZHG1#)LOHV#VKRXOG#
LQFOXGH#DOO#DJUHHPHQWV#DV#ZHOO#DV#EDFNXS#IRU#WKH#DJUHHPHQWV1

11.50 7KH#UDWLRQDOH#DQG#GRFXPHQWDWLRQ#IRU#UHGXFWLRQV#DQG#
IRUJLYHQHVV#RI#LQWHUHVW#DQG#SHQDOWLHV#VKRXOG#EH#LQFOXGHG#LQ#WKH#ILOHV1

'HSDUWPHQWDO#UHVSRQVH 11.51 7KH#GHSDUWPHQW#FRQFXUV#WKDW#DOO#DJUHHPHQWV#WDNHQ#VKRXOG#EH#
QRWHG#RQ#ILOH/#LQFOXGLQJ#DOO#VXSSRUWLQJ#GRFXPHQWDWLRQ/#DQG#XSGDWHG#DIWHU#
HDFK#UHYLHZ/#DQG#WKLV#LV/#LQ#IDFW/#RXU#SROLF\1#:H#DFNQRZOHGJH#WKDW#
LPSURYHPHQWV#FDQ#EH#PDGH#RQ#WKH#LQIRUPDWLRQ#WKDW#LV#SODFHG#RQ#ILOH#WR#
H[SODLQ#WKH#UDWLRQDOH#IRU#GHFLVLRQV#LQYROYLQJ#IRUJLYHQHVV#RI#
SHQDOW\2LQWHUHVW1#7KHUHIRUH/#ZH#FRQFXU#ZLWK#WKLV#UHFRPPHQGDWLRQ1

:ULWH0RII#RI#ROG#UHFHLYDEOHV#QRW#
WLPHO\

11.52 5HFHLYDEOHV#WKDW#DUH#QRW#FROOHFWDEOH#VKRXOG#EH#ZULWWHQ#RII1#:H#
QRWHG#VHYHUDO#DFFRXQWV#RQ#WKH#ERRNV#ZKLFK#DSSHDUHG#WR#EH#XQFROOHFWDEOH1

5HFRPPHQGDWLRQ 11.53 5HFHLYDEOHV#VKRXOG#EH#ZULWWHQ#RII#ZKHQ#LW#LV#GHHPHG#WKH\#ZLOO#
QRW#EH#FROOHFWHG1

'HSDUWPHQWDO#UHVSRQVH 11.54 7KH#GHSDUWPHQW#DJUHHV#ZLWK#WKLV#UHFRPPHQGDWLRQ#DQG#VWHSV#KDYH#
DOUHDG\#EHHQ#WDNHQ#WR#ILQDOL]H#WKH#SHQGLQJ#UHPLVVLRQV#DQG#GHOHWLRQV1#7KH#
GHSDUWPHQW#ZLOO#VXEPLW#IXWXUH#UHTXHVWV#IRU#ZULWH0RII#DSSURYDO#LQ#D#WLPHO\#
PDQQHU1

1RW0IRU0SURILW#UHFHLYDEOHV#DUH#
VHYHUHO\#RYHUGXH

11.55 7KH#'HSDUWPHQW·V#FROOHFWLRQ#SROLFLHV#DUH#QRW#EHLQJ#IROORZHG#LQ#
UHJDUGV#WR#WKH#QRW0IRU0SURILW#DFFRXQWV1#7KH#FROOHFWLRQ#SROLF\#VWDWHV#WKDW#LI#
D#VDWLVIDFWRU\#SD\PHQW#DUUDQJHPHQW#FDQQRW#EH#REWDLQHG/#WKH#DFFRXQW#LV#WR#
EH#UHIHUUHG#WR#WKH#WD[#VDOH#DUHD1

11.56 ,Q#4<<:#D#%RDUG#RI#0DQDJHPHQW#PLQXWH#DOORZHG#DOO#
QRW0IRU0SURILWV#WR#SD\#WKHLU#RXWVWDQGLQJ#SURSHUW\#WD[#DQG#KDYH#DOO#UHODWHG#
LQWHUHVW#IRUJLYHQ1#7KLV#PLQXWH#ZDV#IRU#DOO#DUUHDUV#EHIRUH#WKH#4<<;#
WD[DWLRQ#\HDU1#7KH#PLQXWH#DOVR#DOORZHG#WKH#'HSDUWPHQW#RI#)LQDQFH#WR#
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&KDSWHU#44 )LQDQFLDO#$XGLWV#LQ#'HSDUWPHQWV#DQG#&URZQ#$JHQFLHV
HQWHU#LQWR#UHDVRQDEOH#ORQJ0WHUP#UHSD\PHQW#DJUHHPHQWV#ZLWK#WKH#
QRW0IRU0SURILWV1#7KH#OHJLVODWLRQ#ZDV#DOVR#FKDQJHG#DQG#WKH#UDWHV#WR#EH#SDLG#
E\#QRW0IRU0SURILWV#ZHUH#UHGXFHG#IRU#WKH#\HDUV#4<<;#RQZDUG1#:H#ZHUH#
SOHDVHG#WR#VHH#WKLV#LQLWLDWLYH#WDNHQ#E\#WKH#%RDUG#RI#0DQDJHPHQW#LQ#DQ#
DWWHPSW#WR#UHVROYH#WKH#VLWXDWLRQ1#+RZHYHU#ZH#KDYH#QRWHG#WKDW#D#QXPEHU#
RI#WKH#QRW0IRU0SURILWV#KDYH#QRW#WDNHQ#DGYDQWDJH#RI#WKLV#RSSRUWXQLW\1

11.57 1RW0IRU0SURILWV#UHSUHVHQW#DSSUR[LPDWHO\#'6<#PLOOLRQ#RU#6;(#RI#
WKH#WRWDO#UHFHLYDEOHV#LQ#SURSHUW\#WD[1#2I#WKLV#DPRXQW/#'919#PLOOLRQ#
UHSUHVHQWV#WD[#OHYLHV/#ZLWK#'6517#PLOOLRQ#UHSUHVHQWLQJ#DFFXPXODWHG#
SHQDOW\1#2I#WKH#'6517#PLOOLRQ#LQ#DFFXPXODWHG#SHQDOW\/#'6516#PLOOLRQ#FDQ/#
ZLWK#%RDUG#RI#0DQDJHPHQW#DSSURYDO/#EH#FDQFHOOHG#XSRQ#SD\PHQW#RI#WKH#
DVVRFLDWHG#WD[#OHYLHV1#:KLOH#PDQ\#QRW0IRU0SURILWV#KDYH#SDLG#RQ#D#UHJXODU#
EDVLV/#VRPH#KDYH#QRW#DQG#DUH#H[SHFWLQJ#RU#ZDQWLQJ#VSHFLDO#WUHDWPHQW1#
6RPH#QRW0IRU0SURILWV#KDYH#QRW#EHHQ#FRQWDFWHG#LQ#D#QXPEHU#RI#\HDUV1#7KLV#
VLWXDWLRQ#LV#RQFH#DJDLQ#XQGHU#UHYLHZ#E\#WKH#'HSDUWPHQW#RI#)LQDQFH#

5HFRPPHQGDWLRQ 11.58 7KH#'HSDUWPHQW#VKRXOG#GHFLGH#RQ#D#FRXUVH#RI#DFWLRQ#WR#GHDO#
ZLWK#WKHVH#GHOLQTXHQW#WD[SD\HUV1

'HSDUWPHQWDO#UHVSRQVH 11.59 7KH#GHSDUWPHQW#LQWHQGV#WR#EULQJ#IRUZDUG/#LQ#WKH#QHDU#IXWXUH/#D#
IXUWKHU#SURSRVDO#IRU#DGGUHVVLQJ#WKHVH#DFFRXQWV#IRU#FRQVLGHUDWLRQ#E\#
JRYHUQPHQW1

6HWWLQJ#DQG#DFKLHYLQJ#WDUJHWV
#

3URSHUW\#WD[#WDUJHW

11.60 7KH#'HSDUWPHQW#PDQDJHV#WKH#FROOHFWLRQ#RI#D#ODUJH#QXPEHU#RI#
UHFHLYDEOH#DFFRXQWV1#7KHUH#ZHUH#6</457#UHFHLYDEOH#DFFRXQWV#RXWVWDQGLQJ#
IRU#PRUH#WKDQ#WZHOYH#PRQWKV#DW#-XQH#53351#,QFOXGLQJ#WKH#QRW0IRU0SURILWV#
WKH#WRWDO#YDOXH#RI#WKHVH#ROG#UHFHLYDEOHV#ZDV#';518#PLOOLRQ1#:H#ZHUH#
FRQFHUQHG#DERXW#WKH#ODUJH#QXPEHU#RI#DFFRXQWV#VWLOO#RXWVWDQGLQJ#DQG#
ZRQGHUHG#KRZ#WKH#3URYLQFH#ZRXOG#FRPSDUH#ZLWK#RWKHU#MXULVGLFWLRQV#
+SURYLQFHV/#PXQLFLSDOLWLHV/#HWF1,#LQ#WKLV#UHVSHFW1#:KLOH#ZH#GLG#QRW#
SHUIRUP#DQ\#FRPSDUDWLYH#ZRUN#RQ#RXU#RZQ#ZH#GR#IHHO#WKLV#W\SH#RI#
LQIRUPDWLRQ#ZRXOG#EH#DYDLODEOH#IURP#RWKHU#MXULVGLFWLRQV1#&RPSDUDWLYH#
LQIRUPDWLRQ#ZRXOG#EH#KHOSIXO#WR#WKH#'HSDUWPHQW#LQ#HYDOXDWLQJ#LWV#RZQ#
SHUIRUPDQFH#DQG#LQ#VHWWLQJ#WDUJHWV#IRU#LPSURYHPHQW1

7DUJHWV#IRU#VWDII 11.61 6WDII#DQG#PDQDJHPHQW#VKRXOG#EH#KHOG#DFFRXQWDEOH#IRU#PRQLWRULQJ#
DQG#FROOHFWLQJ#DOO#UHFHLYDEOHV1#7R#EHWWHU#DVVHVV#WKHLU#SHUIRUPDQFH#WKH#
'HSDUWPHQW#VKRXOG#KDYH#SHUIRUPDQFH#JRDOV#DQG#WDUJHWV#DJDLQVW#ZKLFK#WR#
DVVHVV#WKHLU#HIIRUWV1#7KHVH#JRDOV#DQG#WDUJHWV#VKRXOG#IRUP#SDUW#RI#WKH#
DQQXDO#UHYLHZ#RI#VWDII#SHUIRUPDQFH1

$QQXDO#UHSRUWLQJ 11.62 &XUUHQWO\#OLWWOH#LQIRUPDWLRQ#LV#SUHVHQWHG#LQ#WKH#DQQXDO#UHSRUW#LQ#
UHJDUGV#WR#UHFHLYDEOHV/#FROOHFWLRQV/#RU#SHUIRUPDQFH#PHDVXUHV#UHODWLQJ#WR#
FROOHFWLRQV1#0RUH#ILQDQFLDO#LQIRUPDWLRQ#LQ#WKH#UHSRUW#ZRXOG#SURYLGH#
XVHIXO#LQIRUPDWLRQ#RQ#WKH#'HSDUWPHQW·V#SHUIRUPDQFH1#
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)LQDQFLDO#$XGLWV#LQ#'HSDUWPHQWV#DQG#&URZQ#$JHQFLHV &KDSWHU#44
5HFRPPHQGDWLRQV 11.63 7KH#'HSDUWPHQW#VKRXOG#VHW#D#WDUJHW#OHYHO+V,#IRU#UHFHLYDEOHV#
FROOHFWLRQ#EDVHG#RQ#WKH#EHVW#FROOHFWLRQ#H[SHULHQFH#RI#RWKHU#
MXULVGLFWLRQV#DQG#DLP#WR#PHHW#RU#H[FHHG#WKDW#OHYHO1#

11.64 7KH#'HSDUWPHQW#VKRXOG#GHWHUPLQH#DSSURSULDWH#SHUIRUPDQFH#
PHDVXUHV#IRU#VWDII#DQG#VHW#FOHDU/#PHDVXUDEOH#JRDOV#UHODWHG#WR#LWV#
SURJUDPV#IRU#FROOHFWLQJ#RYHUGXH#WD[HV1#,W#VKRXOG#DOVR#PRQLWRU#
SHUIRUPDQFH#UHODWLYH#WR#WKHVH#JRDOV1

11.65 3XEOLF#UHSRUWLQJ#VKRXOG#LQFOXGH#ILQDQFLDO#LQIRUPDWLRQ#DQG#
SHUIRUPDQFH#PHDVXUHV#UHODWLQJ#WR#WKH#FROOHFWLRQ#IXQFWLRQ1#7KH#
'HSDUWPHQW#FRXOG#LQFOXGH/#DV#SDUW#RI#WKH#DFFRXQWDELOLW\#LQIRUPDWLRQ#
LW#SURYLGHV#WR#WKH#/HJLVODWLYH#$VVHPEO\/#\HDU0WR0\HDU#FRPSDULVRQV#RI=#

• WKH#QXPEHU#DQG#GROODU#YDOXH#RI#WD[SD\HU#GHIDXOWV#GXULQJ#WKH#
\HDU>#

• UHFRYHULHV#DQG#ZULWH0RIIV>#
• WLPHOLQHVV#RI#FROOHFWLRQ>#
• FRVWV#RI#SURJUDPV#IRU#FROOHFWLQJ#RYHUGXH#WD[HV>#DQG#
• WKH#EDODQFH#RI#RYHUGXH#DFFRXQWV#DW#\HDU#HQG1

'HSDUWPHQWDO#UHVSRQVH 11.66 $OWKRXJK#1HZ#%UXQVZLFN#LV#VRPHZKDW#XQLTXH#LQ#WKDW#WKH#SURSHUW\#
WD[#ILHOG#LV#VKDUHG#ZLWK#PXQLFLSDOLWLHV/#ZLWK#WKH#3URYLQFH#SHUIRUPLQJ#WKH#
FROOHFWLRQ#IXQFWLRQ/#ZH#FRQFXU#WKDW#LQIRUPDWLRQ#RQ#VXFFHVVIXO#FROOHFWLRQ#
SUDFWLFHV#LQ#RWKHU#MXULVGLFWLRQV#ZLOO#DVVLVW#RXU#DGPLQLVWUDWLRQ1#$V#VXFK/#
UHVHDUFK#ZLOO#EH#FRQGXFWHG#WR#LGHQWLI\#MXULVGLFWLRQV#ZLWK#KLJK#VXFFHVV#
UDWHV#LQ#FROOHFWLRQV1

11.67 7KH#GHSDUWPHQW#LV#HVWDEOLVKLQJ#ERWK#VKRUW#DQG#ORQJ0WHUP#WDUJHW#
REMHFWLYHV#IRU#UHFHLYDEOHV#FROOHFWLRQ1#7KHVH#SHUIRUPDQFH#PHDVXUHV#ZLOO#
H[WHQG#WR#WKH#LQGLYLGXDO#FROOHFWLRQ#VWDII#DQG#SHUIRUPDQFH#ZLOO#EH#
PRQLWRUHG#UHODWLYH#WR#WKHVH#JRDOV1#6WUDWHJLHV#KDYH#EHHQ#GHYHORSHG#DQG#
LPSOHPHQWHG#IRU#XOWLPDWHO\#EULQJLQJ#DOO#DFFRXQWV#WR#D#FXUUHQW#VWDWXV1

11.68 7KH#GHSDUWPHQW#ZLOO#FRQVLGHU#LQFOXGLQJ#PRUH#H[WHQVLYH#FROOHFWLRQ#
LQIRUPDWLRQ#LQ#$QQXDO#5HSRUWV#SURYLGHG#WR#WKH#/HJLVODWLYH#$VVHPEO\1

'HSDUWPHQW#RI#-XVWLFH 11.69 7RWDO#DFFRXQWV#UHFHLYDEOH#LQ#WKLV#'HSDUWPHQW#DW#64#0DUFK#5335#
ZHUH#LQ#H[FHVV#RI#'53#PLOOLRQ1#2YHU#'45#PLOOLRQ#RI#WKLV#DPRXQW#UHODWHV#WR#
RXWVWDQGLQJ#FRXUW#ILQHV/#DQG#':#PLOOLRQ#WR#LQVXUDQFH#SUHPLXP#WD[HV1

5HSRUWLQJ#WR#VHQLRU#
PDQDJHPHQW#QHHGV#LPSURYLQJ

11.70 7KHUH#DUH#QR#VSHFLILF#UHSRUWV#WR#LQIRUP#PDQDJHPHQW#RI#RYHUGXH#
RU#GHOLQTXHQW#DFFRXQWV1#7KH#RQO\#UHSRUW#XVHG#LV#WKH#DJHG#UHFHLYDEOHV#
UHSRUW/#ZKLFK#LV#LQDGHTXDWH#IRU#PDQDJHPHQW#SXUSRVHV#DQG#LQDFFXUDWH#LQ#
VRPH#FDVHV1#([FHSWLRQ#UHSRUWV#ZRXOG#DLG#LQ#LPSURYLQJ#WKH#PDQDJHPHQW#
RI#UHFHLYDEOHV1#7KHVH#UHSRUWV#VKRXOG#SURYLGH#WKH#LQIRUPDWLRQ#UHTXLUHG#WR#
PRQLWRU#WKH#VWDWXV#RI#SUREOHP#DFFRXQWV/#SURPSW#FROOHFWLRQ#HIIRUWV/#
LGHQWLI\#SRWHQWLDO#SUREOHPV#DQG#HQDEOH#WLPHO\#FRUUHFWLYH#DFWLRQV1
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&KDSWHU#44 )LQDQFLDO#$XGLWV#LQ#'HSDUWPHQWV#DQG#&URZQ#$JHQFLHV
5HFRPPHQGDWLRQ 11.71 :H#UHFRPPHQGHG#D#V\VWHP#WR#UHSRUW#RQ#RXWVWDQGLQJ#DFFRXQWV#
EH#GHYHORSHG1#5HFHLYDEOH#UHSRUWV#VKRXOG#EH#SURGXFHG#RQ#D#UHJXODU#
EDVLV#DQG#GLVWULEXWHG#WR#VHQLRU#PDQDJHPHQW#IRU#UHYLHZ#DQG#
FRPPHQW1

'HSDUWPHQWDO#UHVSRQVH 11.72 7KH#'HSDUWPHQW#ZLOO#GHYHORS#DQ#DJHG#UHFHLYDEOH#UHSRUW#E\#
6HSWHPEHU#63/#53361#7KHUHDIWHU/#WKH#$JHG#5HFHLYDEOH#5HSRUW#ZLOO#EH#
SURGXFHG#PRQWKO\1#$Q#DJHG#UHFHLYDEOH#DQDO\VLV#UHSRUW#ZLOO#EH#SURYLGHG#
WR#6HQLRU#0DQDJHPHQW#RQ#D#UHJXODU#EDVLV1

0RQLWRULQJ#DQG#FROOHFWLRQ#RI#
UHFHLYDEOHV#QHHGV#LPSURYLQJ

11.73 7KH#FROOHFWLRQ#RI#UHFHLYDEOHV#KDV#QRW#EHHQ#D#SULRULW\#LQ#WKH#
'HSDUWPHQW1#1R#LQGLYLGXDO#LV#UHVSRQVLEOH#RU#WUDLQHG#IRU#WKH#FROOHFWLRQ#RI#
FRXUW#ILQHV1#7KH#FXUUHQW#SURFHGXUH#LV#WR#KDYH#D#ZDUUDQW#LVVXHG#ZKHQ#DQ#
LQGLYLGXDO·V#ILQH#JRHV#LQWR#GHIDXOW1#7KLV#SURFHGXUH#LV#QRW#VXIILFLHQW#IRU#
FROOHFWLRQ#RI#UHFHLYDEOHV#DV#QR#DFWLRQ#RFFXUV#XQWLO#WKH#LQGLYLGXDO#FRPHV#
LQWR#FRQWDFW#ZLWK#WKH#MXVWLFH#V\VWHP#DJDLQ1

11.74 6WDII#DQG#PDQDJHPHQW#VKRXOG#EH#DFFRXQWDEOH#IRU#PRQLWRULQJ#DQG#
FROOHFWLQJ#UHFHLYDEOHV1#7R#EHWWHU#DVVHVV#WKHLU#SHUIRUPDQFH#WKH#
'HSDUWPHQW#VKRXOG#KDYH#SHUIRUPDQFH#WDUJHWV#DQG#LQGLFDWRUV1

11.75 5HFHLYDEOHV#SULRU#WR#2FWREHU#4<<<#RI#'719#PLOOLRQ#DUH#
RXWVWDQGLQJ1#6RPH#RI#WKHVH#GDWH#EDFN#DV#IDU#DV#4<;51#6WDII#LQGLFDWHG#WKH#
LQIRUPDWLRQ#RQ#WKH#UHFHLYDEOHV#SULRU#WR#4<<<#PD\#QRW#EH#DFFXUDWH1#
'XULQJ#RXU#DXGLW#ZH#IRXQG#RQH#FDVH#ZKHUH#DQ#DPRXQW#RZLQJ#RI#
'578/333#IURP#4<<:#KDG#DOUHDG\#EHHQ#VDWLVILHG1#$IWHU#SUHVHQWLQJ#WKLV#
ILQGLQJ#WR#VWDII/#WKH\#LQYHVWLJDWHG#DQRWKHU#69#RXWVWDQGLQJ#UHFHLYDEOHV#IRU#
ILQHV#JUHDWHU#WKDQ#'43/3331#6WDII#IRXQG#WKDW#44#RI#69#FDVHV#KDG#EHHQ#
VDWLVILHG/#RQH#GHIHQGDQW#ZDV#GHFHDVHG/#DQG#WKHUH#ZDV#RQH#HUURU1#7KH#
44#VDWLVILHG#FDVHV#UHGXFHG#WKH#UHFHLYDEOHV#E\#DSSUR[LPDWHO\#'933/3331#

11.76 $OVR#LQFOXGHG#LQ#WKH#69#DFFRXQWV#ZDV#RQH#GHIHQGDQW/#IURP#
2FWREHU#4<<:/#ZLWK#WZR#RXWVWDQGLQJ#ILQHV#WRWDOOLQJ#'79/753#XSRQ#ZKLFK#
QR#DFWLRQ#KDG#EHHQ#WDNHQ1#:H#XQGHUVWDQG#WKLV#LV#EHFDXVH#WKH#&URZQ#LV#
FRQVLGHULQJ#ILOLQJ#D#FLYLO#MXGJHPHQW1#7ZR#GHIHQGDQWV#RI#WKH#69#+WRWDO#
'73/733,#KDG#QHYHU#KDG#ZDUUDQWV#RI#FRPPLWWDO#SUHSDUHG#IRU#ILQHV#DQG#
IRXU#RI#WKH#69#+WRWDO#'7</748,#KDG#WKHLU#ZDUUDQWV#UHWXUQHG#RU#XQH[HFXWHG1

11.77 ,Q#533305334#DSSUR[LPDWHO\#'416#PLOOLRQ#LQ#ILQH#UHYHQXH#ZDV#
UHFRUGHG#RI#ZKLFK#';33/333#ZDV#VWLOO#UHFHLYDEOH#DW#WKH#HQG#RI#WKH#\HDU1#
7KLV#LQGLFDWHV#RQO\#'833/333#RI#WKH#UHYHQXH#ZDV#FROOHFWHG#LQ#WKDW#\HDU1#

5HFRPPHQGDWLRQV 11.78 :H#UHFRPPHQGHG#D#IRUPDO#FROOHFWLRQ#V\VWHP#EH#HVWDEOLVKHG#
WR#FROOHFW#RYHUGXH#FRXUW#ILQHV1

11.79 ,Q#WKH#VKRUW#WHUP/#WKH#'HSDUWPHQW#VKRXOG#GHYHORS#VWUDWHJLHV/#
LQFOXGLQJ#VSHFLILF#REMHFWLYHV/#WR#HOLPLQDWH#WKH#EDFNORJ#RI#UHFHLYDEOHV1#
3ULRULW\#VKRXOG#EH#JLYHQ#WR#FROOHFWLQJ#ODUJH#ILQHV1
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)LQDQFLDO#$XGLWV#LQ#'HSDUWPHQWV#DQG#&URZQ#$JHQFLHV &KDSWHU#44
11.80 'DWD#SULRU#WR#4<<<#VKRXOG#EH#YHULILHG#WR#HQVXUH#LW#FRQWDLQV#
DFFXUDWH#LQIRUPDWLRQ#IRU#FROOHFWLRQV#DQG#WR#HQVXUH#WKH#UHFHLYDEOH#
EDODQFHV#DUH#FRUUHFW1

11.81 7KH#'HSDUWPHQW#VKRXOG#SUHSDUH#D#EXVLQHVV#SODQ#WKDW#
LGHQWLILHV#WKH#FRVW0HIIHFWLYHQHVV#RI#FROOHFWLRQ#DOWHUQDWLYHV1#7KLV#SODQ#
VKRXOG#EH#XVHG#WR#REWDLQ#WKH#QHFHVVDU\#UHVRXUFHV#WR#SURYLGH#
FRVW0HIIHFWLYH#FROOHFWLRQV#RI#XQSDLG#ILQHV1#7KH#'HSDUWPHQW#PD\#ZDQW#
WR#FRQVLGHU#WKH#XVH#RI#RXWVLGH#SULYDWH#VHFWRU#DJHQFLHV1

11.82 7KH#'HSDUWPHQW#VKRXOG#XVH#SHUIRUPDQFH#WDUJHWV/#VWDQGDUGV/#
DQG#LQGLFDWRUV#WR#PHDVXUH#FROOHFWLRQ#SHUIRUPDQFH1#7KHVH#
PHDVXUHPHQWV#VKRXOG#EH#XVHG#WR#HYDOXDWH#WKH#VXFFHVV#RI#FROOHFWLRQ#
HIIRUWV#DQG#WR#KROG#VWDII#DQG#PDQDJHUV#DFFRXQWDEOH#IRU#WKHLU#
SHUIRUPDQFH1

'HSDUWPHQWDO#UHVSRQVH 11.83 2IILFH#RI#WKH#&RPSWUROOHU#ZLOO#EH#FRQVXOWHG#WR#GLVFXVV#
HVWDEOLVKLQJ#D#IRUPDO#FROOHFWLRQ#V\VWHP#WKDW#LV#FRVW#HIIHFWLYH/#IRU#RYHUGXH#
FRXUW#ILQHV1#,Q#WKH#PHDQWLPH/#D#FRQFHUWHG#HIIRUW#ZLOO#EH#PDGH#WR#FROOHFW#
RQ#WKH#ODUJHU#RXWVWDQGLQJ#ILQHV1#7KH#'HSDUWPHQW#ZLOO#FRQWLQXH#WR#KROG#
GHIDXOW#KHDULQJV#DQG#LVVXH#ZDUUDQWV#RI#FRPPLWWDO1

11.84 $#SODQ#WR#FOHDQ#XS#FRQYHUWHG#GDWD#ZLOO#EH#HVWDEOLVKHG#E\
1RYHPEHU#63/#53351#7KH#JRDO#LV#WR#KDYH#DFFXUDWH#FRQYHUWHG#GDWD#
EDODQFHV#E\#0DUFK#64/#53361

11.85 7KH#'HSDUWPHQW#RI#-XVWLFH#ZLOO#UHYLVLW#FROOHFWLRQ#DQG#HQIRUFHPHQW#
SUDFWLFHV1#&RVW0HIIHFWLYH#FROOHFWLRQ#DOWHUQDWLYHV/#LQ#WKH#IRUP#RI#SDVVLYH#
HQIRUFHPHQW#PHFKDQLVPV/#KDYH#EHHQ#H[DPLQHG#DQG#ZRXOG#UHTXLUH#
JRYHUQPHQW#SROLF\#DSSURYDO1

11.86 3HUIRUPDQFH#WDUJHWV/#VWDQGDUGV#ZLOO#EH#SDUW#RI#WKH#DFFRXQWV#
UHFHLYDEOH#VWUDWHJ\#PHQWLRQHG#DERYH1

,PSURYHPHQWV#LQ#SXEOLF#
UHSRUWLQJ#QHHGHG

11.87 1R#DFFRXQWV#UHFHLYDEOH#LQIRUPDWLRQ#RU#SHUIRUPDQFH#PHDVXUHV#LQ#
UHJDUGV#WR#FROOHFWLRQV#DUH#SUHVHQWHG#LQ#WKH#DQQXDO#UHSRUW1#&RXUW#ILQH#
UHFHLYDEOHV#DUH#DSSUR[LPDWHO\#'45#PLOOLRQ1#,QFOXGHG#LQ#WKLV#UHFHLYDEOH#
DUH#ILQHV#EHLQJ#VDWLVILHG#ZLWKRXW#DQ\#SD\PHQW#RI#FDVK/#IRU#H[DPSOH/#E\#
VHUYLQJ#MDLO#WLPH1

5HFRPPHQGDWLRQ 11.88 :H#UHFRPPHQGHG#WKDW#DQQXDO#UHSRUWLQJ#VKRXOG#LQFOXGH#
ILQDQFLDO#LQIRUPDWLRQ#DQG#SHUIRUPDQFH#PHDVXUHV#UHODWLQJ#WR#WKH#
FROOHFWLRQ#IXQFWLRQ1#7KH#'HSDUWPHQW#FRXOG#LQFOXGH/#DV#SDUW#RI#WKH#
DFFRXQWDELOLW\#LQIRUPDWLRQ#LW#SURYLGHV#WR#WKH#/HJLVODWLYH#$VVHPEO\#
DERXW#UHFHLYDEOHV/#\HDU0WR0\HDU#FRPSDULVRQV#RI=

• WKH#QXPEHU#DQG#GROODU#YDOXH#RI#ILQHV#VDWLVILHG#GXULQJ#WKH#\HDU#
LQFOXGLQJ#ILQHV#VDWLVILHG#E\#VHUYLQJ#MDLO#WLPH>#

• UHFRYHULHV#DQG#ZULWH0RIIV>#
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&KDSWHU#44 )LQDQFLDO#$XGLWV#LQ#'HSDUWPHQWV#DQG#&URZQ#$JHQFLHV
• WLPHOLQHVV#RI#FROOHFWLRQ>#

• FRVWV#RI#SURJUDPV#IRU#FROOHFWLQJ#RYHUGXH#UHFHLYDEOHV>#DQG

• WKH#EDODQFH#RI#RYHUGXH#DFFRXQWV#DW#\HDU#HQG1#

'HSDUWPHQWDO#UHVSRQVH 11.89 6WDWLVWLFV#RQ#RXWVWDQGLQJ#ILQH#UHFHLYDEOHV#ZLOO#EH#SURGXFHG#LQ#WKH#
'HSDUWPHQW#RI#-XVWLFH#$QQXDO#5HSRUW#IRU#ILVFDO#53360371

:ULWH0RII#RI#ROG#UHFHLYDEOHV#QRW#
WLPHO\

11.90 5HFHLYDEOHV#QRW#FROOHFWDEOH#VKRXOG#EH#ZULWWHQ#RII1#&XUUHQWO\#
VRPH#ORQJ#RXWVWDQGLQJ#UHFHLYDEOHV#UHODWH#WR#16)#FKHTXHV#IURP#4<<6#DQG#
FRXUW#ILQHV#IURP#4<;51#7KH#ODVW#ZULWH0RII#RI#UHFHLYDEOHV#ZDV#LQ#4<<;1#

5HFRPPHQGDWLRQ 11.91 :H#UHFRPPHQGHG#ROG#UHFHLYDEOHV#EH#ZULWWHQ#RII#SURPSWO\#
ZKHQ#LW#LV#GHHPHG#WKH\#ZLOO#QRW#EH#FROOHFWHG1

'HSDUWPHQWDO#UHVSRQVH 11.92 $#UHSRUW#DQG#UHFRPPHQGDWLRQ#ZLOO#EH#PDGH#DQQXDOO\#WR#%RDUG#RI#
0DQDJHPHQW#IRU#WKH#ZULWH#RII#RI#ROG#UHFHLYDEOHV1

,QVXUDQFH#%UDQFK#5HFHLYDEOH#
6\VWHP#QHHGV#LPSURYHPHQW

11.93 7KH#FXUUHQW#V\VWHP#GRHV#QRW#SURGXFH#UHSRUWV#IRU#RYHUGXH#
UHFHLYDEOHV#RU#IRU#ODWH#SD\PHQWV1#(DFK#FRPSDQ\#PXVW#EH#FKHFNHG#
PDQXDOO\#RQ#WKH#V\VWHP#WR#HQVXUH#WKDW#DOO#SD\PHQWV#KDYH#EHHQ#PDGH1#1R#
DJHLQJ#RI#UHFHLYDEOHV#LV#DYDLODEOH#IURP#WKH#V\VWHP1#,Q#RUGHU#WR#GHWHUPLQH#
LI#D#FRPSDQ\#LV#GHOLQTXHQW#LQ#LWV#SD\PHQW/#VWDII#PXVW#PDQXDOO\#JR#
WKURXJK#HDFK#FRPSDQ\·V#UHFRUGV#WR#GHWHUPLQH#LI#DQ\#SD\PHQWV#DUH#ODWH#RU#
PLVVLQJ1#7KH#3UHPLXP#7D[#$FW#LQGLFDWHV#H[DFW#SD\PHQW#GDWHV#E\#ZKLFK#
FRPSDQLHV#PXVW#VXEPLW#IHHV1#

5HFRPPHQGDWLRQ 11.94 :H#UHFRPPHQGHG#WKDW#WKH#,QVXUDQFH#%UDQFK#V\VWHP#EH#
PRGLILHG#WR#SURGXFH#UHSRUWV#ZKLFK#WUDFN#RYHUGXH#UHFHLYDEOHV1#7KH#
V\VWHP#PXVW#LGHQWLI\#LI#FRPSDQLHV#DUH#GHOLQTXHQW#LQ#WKHLU#SD\PHQW#WR#
HQVXUH#WKH#3UHPLXP#7D[#$FW#LV#EHLQJ#IROORZHG1

'HSDUWPHQWDO#UHVSRQVH 11.95 ,QIRUPDWLRQ#V\VWHPV#VWDII#DUH#FXUUHQWO\#HQKDQFLQJ#WKH#LQVXUDQFH#
V\VWHP1#7HVWLQJ#IRU#3KDVH#,#ZLOO#EH#FRPSOHWHG#E\#1RYHPEHU#4/#53351#7KH#
GHOLQTXHQF\#UHSRUW#ZLOO#EH#DYDLODEOH#E\#1RYHPEHU#4/#53351

'HSDUWPHQW#RI#3XEOLF#
6DIHW\

0RWRU#YHKLFOH#UHYHQXH

11.96 'XULQJ#WKH#\HDU/#ZH#FRPSOHWHG#DQ#DXGLW#RI#WKH#'HSDUWPHQW#RI#
3XEOLF#6DIHW\#²#0RWRU#9HKLFOH#5HYHQXH1#2XU#DXGLW#LQFOXGHG#D#UHYLHZ#RI#
WKH#V\VWHPV#LQ#SODFH#WR#FRQWURO#UHYHQXH#IURP#0RWRU#9HKLFOH#$FW#IHHV#DQG#
ILQHV/#DQG#PRWRU#YHKLFOH#LQYHQWRU\1

$JUHHPHQW#ZLWK#6HUYLFH#1HZ#
%UXQVZLFN#+61%,

11.97 7KHUH#LV#QR#UHFHQW#DJUHHPHQW#EHWZHHQ#WKH#'HSDUWPHQW#DQG#
6HUYLFH#1HZ#%UXQVZLFN#+61%,1#$Q#ROGHU#DJUHHPHQW#+GDWHG#9#6HSWHPEHU#
4<<8,#EHWZHHQ#61%#DQG#WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#ZDV#IRXQG1#
7KLV#DJUHHPHQW#KDG#QRW#EHHQ#XSGDWHG#WR#UHIOHFW#WKH#VKLIW#RI#PRWRU#YHKLFOH#
UHVSRQVLELOLWLHV#WR#WKH#'HSDUWPHQW#RI#3XEOLF#6DIHW\1#$OVR#VRPH#VHUYLFHV#
DUH#QRW#LQFOXGHG#LQ#WKLV#DJUHHPHQW1#)RU#H[DPSOH/#WKH#PDLQWHQDQFH#DQG#
FRQWURO#RI#WKH#YDULRXV#PRWRU#YHKLFOH#LQYHQWRULHV#+WLFNHWV/#VWLFNHUV/#HWF1,#
DUH#QRW#PHQWLRQHG#DW#DOO#LQ#WKLV#DJUHHPHQW1#
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)LQDQFLDO#$XGLWV#LQ#'HSDUWPHQWV#DQG#&URZQ#$JHQFLHV &KDSWHU#44
5HFRPPHQGDWLRQ 11.98 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#IRUPDOL]H#D#QHZ#
DJUHHPHQW#ZLWK#6HUYLFH#1HZ#%UXQVZLFN#WR#FODULI\#LWV#H[SHFWDWLRQV#
ZLWK#UHJDUG#WR#PRWRU#YHKLFOH#UHYHQXH#DQG#LQYHQWRU\1#:H#PDGH#
VHYHUDO#RWKHU#UHFRPPHQGDWLRQV#FRQFHUQLQJ#WKH#SURFHVV#IRU#
WUDQVIHUULQJ#IXQGV#IURP#61%#DQG#UHFRUG#NHHSLQJ#IRU#PRWRU#YHKLFOH#
LQYHQWRU\1

11.99 &RQWURO#RI#3URYLQFLDO#2IIHQFHV#3URFHGXUH#$FW#+323$,#WLFNHWV#
FDQ#EH#LPSURYHG1#7KH#FRQWURO#V\VWHPV#LQ#SODFH#SURYLGH#QR#DVVXUDQFH#WKDW#
323$#WLFNHWV#VHQW#WR#WKH#FRXUWV#E\#SROLFH#IRUFHV#DUH#IXOO\#DFFRXQWHG#IRU1#
&XUUHQWO\#FRSLHV#RI#SDLG/#YRLG#DQG#´JRQH#WR#FRXUWµ#WLFNHWV#DUH#VHQW#E\#
ODZ#HQIRUFHPHQW#DJHQFLHV#WR#61%#WR#XSGDWH#WKH#WLFNHW#LQYHQWRU\1#7KHUH#
DUH#QR#FRQWUROV#LQ#SODFH#WR#HQVXUH#WKDW#´JRQH#WR#FRXUWµ#WLFNHWV#DUULYH#DW#
WKH#FRXUW#DQG#WKDW#WKH#'HSDUWPHQW·V#SRUWLRQ#RI#WKH#WLFNHW#LV#UHFHLYHG#E\#
WKH#'HSDUWPHQW#DIWHU#FRXUW#IRU#SURFHVVLQJ#LQ#WKH#'HSDUWPHQW·V#UHFRUG#
V\VWHP1#

5HFRPPHQGDWLRQ 11.100 :H#UHFRPPHQGHG#WKDW#RQO\#FRSLHV#RI#SDLG#DQG#YRLG#WLFNHWV#EH#
IRUZDUGHG#WR#61%#E\#SROLFH#DJHQFLHV1#7LFNHWV#GHVWLQHG#IRU#FRXUW#
VKRXOG#EH#WDNHQ#WR#WKH#FRXUWV#DV#FRXUW#GDWHV#RFFXU1#7KH#FRXUW#VKRXOG#
WKHQ#NHHS#LWV#FRS\#DQG#IRUZDUG#DOO#RWKHU#FRSLHV#WR#WKH#'HSDUWPHQW#
IRU#SURFHVVLQJ1#7KH#61%#FRS\#ZRXOG#WKHQ#EH#VHQW#WR#61%#DQG#WKH#
WLFNHW#LQYHQWRU\#XSGDWHG1#7KLV#ZRXOG#SURYLGH#DVVXUDQFH#WKDW#DOO#
WLFNHWV#SURFHVVHG#WKURXJK#WKH#FRXUW#V\VWHP#DUH#SURSHUO\#DFFRXQWHG#
IRU#DQG#WKDW#WKH#'HSDUWPHQW·V#UHFRUG#V\VWHP#LV#XSGDWHG#DV#UHTXLUHG1#
7KLV#ZRXOG#DOVR#SURYLGH#PRUH#PHDQLQJIXO#DQG#DFFXUDWH#WUDFNLQJ#RI#
323$#WLFNHW#LQYHQWRU\#E\#61%1

'HSDUWPHQWDO#UHVSRQVH 11.101 7KH#'HSDUWPHQW#SURYLGHG#WKH#IROORZLQJ#UHVSRQVH#WR#RXU#
REVHUYDWLRQV#DQG#UHFRPPHQGDWLRQV1

7KH#UHFRPPHQGDWLRQ#WR#IRUPDOL]H#D#QHZ#DJUHHPHQW#ZLWK#6HUYLFH#
1HZ#%UXQVZLFN#LV#DOPRVW#FRPSOHWH1#$#GUDIW#GRFXPHQW#KDV#EHHQ#
SUHSDUHG#WR#LGHQWLI\#WKH#JXLGLQJ#SULQFLSOHV#WR#EH#XVHG#LQ#LQWHUDFWLRQV#
EHWZHHQ#WKH#'HSDUWPHQW#RI#3XEOLF#6DIHW\#DQG#6HUYLFH#1HZ#
%UXQVZLFN1#2WKHU#DJUHHPHQWV#GHDOLQJ#ZLWK#VSHFLILF#VHUYLFHV#DQG#
SURFHGXUHV#ZLOO#EH#FRPSOHWHG#DQG#DWWDFKHG#WR#WKLV#GRFXPHQW#DV#
$SSHQGLFHV1#7KH#UHFRPPHQGDWLRQV#LQ#\RXU#UHSRUW#KDYH#EHHQ#
UHIHUUHG#WR#WKH#FRPPLWWHH#GUDIWLQJ#WKLV#UHSRUW#DQG#ZLOO#EH#UHYLHZHG#
IRU#LQFRUSRUDWLRQ#LQWR#WKH#DJUHHPHQW1

:H#KDYH#LGHQWLILHG#D#QHHG#WR#UHYLHZ#DOO#UHYHQXH#KDQGOLQJ#SROLFLHV#
DQG#SURFHGXUHV#LQ#/LFHQVLQJ#DQG#5HFRUGV#+0RWRU#9HKLFOH,#DQG#
KDYH#FRQWDFWHG#WKH#2IILFH#RI#WKH#&RPSWUROOHU#WR#SDUWLFLSDWH#LQ#D#
MRLQW#UHYLHZ#E\#WKHLU#VWDII#DQG#RXU#LQWHUQDO#DXGLW#VWDII1#<RXU#
UHFRPPHQGDWLRQV#UHJDUGLQJ#WKLV#DUHD#ZLOO#EH#LQFRUSRUDWHG#LQ#WKH#
UHYLVHG#SROLF\#DQG#SURFHGXUHV#GHYHORSHG#E\#WKH#UHYLHZ#WHDP1
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&KDSWHU#44 )LQDQFLDO#$XGLWV#LQ#'HSDUWPHQWV#DQG#&URZQ#$JHQFLHV
/RVVHV#WKURXJK#IUDXG/#
GHIDXOW#RU#PLVWDNH

11.102 6HFWLRQ#46+5,#RI#WKH#$XGLWRU#*HQHUDO#$FW#UHTXLUHV#XV#WR#UHSRUW#WR#
WKH#/HJLVODWLYH#$VVHPEO\#DQ\#FDVH#ZKHUH#WKHUH#KDV#EHHQ#D#VLJQLILFDQW#
GHILFLHQF\#RU#ORVV#WKURXJK#IUDXG/#GHIDXOW#RU#PLVWDNH#RI#DQ\#SHUVRQ1

11.103 'XULQJ#WKH#FRXUVH#RI#RXU#ZRUN#ZH#EHFDPH#DZDUH#RI#WKH#
IROORZLQJ#VLJQLILFDQW#ORVVHV1#2XU#ZRUN#LV#QRW#LQWHQGHG#WR#LGHQWLI\#DOO#
LQVWDQFHV#ZKHUH#ORVVHV#PD\#KDYH#RFFXUUHG/#VR#LW#ZRXOG#EH#LQDSSURSULDWH#
WR#FRQFOXGH#WKDW#DOO#ORVVHV#KDYH#EHHQ#LGHQWLILHG1

'HSDUWPHQW#RI#)LQDQFH
• 7KHIW#RI#ODSWRS#FRPSXWHU '7/333

'HSDUWPHQW#RI#(GXFDWLRQ
• 0LVVLQJ#HTXLSPHQW/#PRQH\#DQG#VXSSOLHV#LQ#YDULRXV

VFKRRO#GLVWULFWV '69/48;

'HSDUWPHQW#RI#7UDQVSRUWDWLRQ
• 0LVVLQJ#HTXLSPHQW#DQG#VXSSOLHV#LQ#YDULRXV#GLVWULFWV '6:/74;

'HSDUWPHQW#RI#+HDOWK#DQG#:HOOQHVV
• 0LVVLQJ#PRQH\#DQG#HTXLSPHQW#DQG#LQHOLJLEOH

0HGLFDUH#VHUYLFH#FODLPV '8/5;9

'HSDUWPHQW#RI#7UDLQLQJ#DQG#(PSOR\PHQW#'HYHORSPHQW
• 0LVVLQJ#HTXLSPHQW#LQ#YDULRXV#FRPPXQLW\#FROOHJHV '</<98

'HSDUWPHQW#RI#)DPLO\#DQG#&RPPXQLW\#6HUYLFHV
• &KHTXHV#FDVKHG#E\#SHUVRQV#QRW#HOLJLEOH#WR#UHFHLYH

#WKH#IXQGV '66/::7

'HSDUWPHQW#RI#1DWXUDO#5HVRXUFHV#DQG#(QHUJ\
• 0LVVLQJ#HTXLSPHQW '54/354

11.104 /RVVHV#UHSRUWHG#E\#RXU#2IILFH#RQO\#LQFOXGH#LQFLGHQWV#ZKHUH#WKHUH#
LV#QR#HYLGHQFH#RI#EUHDN#DQG#HQWHU/#ILUH/#RU#YDQGDOLVP1

11.105 7KH#3URYLQFH#UHSRUWV#LQ#9ROXPH#5#RI#WKH#3XEOLF#$FFRXQWV#WKH#
DPRXQW#RI#ORVW#WDQJLEOH#SXEOLF#DVVHWV#+RWKHU#WKDQ#LQYHQWRU\#VKRUWDJHV,1

11.106 ,Q#5335/#WKH#3URYLQFH#UHSRUWHG#ORVW#WDQJLEOH#SXEOLF#DVVHWV#LQ#WKH#
DPRXQW#RI#'468/7:4#FRPSDUHG#WR#D#ORVV#RI#'4<7/;35#UHSRUWHG#LQ#53341
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#&KDSWHU#45
2IILFH#RI#WKH#$XGLWRU#*HQHUDO

&RQWHQWV
%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 58:

2IILFH#UROH#DQG#UHOHYDQFH#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 58:

3HUIRUPDQFH#LQGLFDWRUV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 58;

)LQDQFLDO#LQIRUPDWLRQ# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 594

6WDII#UHVRXUFHV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 594



Chapter 12 Office of the Auditor General

 Office of the Auditor General
%DFNJURXQG 12.1 ,Q#UHFHQW#\HDUV/#RXU#5HSRUWV#KDYH#FRQWDLQHG#D#FKHFNOLVW#UHODWLQJ#
WR#RXU#DVVHVVPHQW#RI#RXU#FRPSOLDQFH#ZLWK#WKH#$QQXDO#5HSRUW#3ROLF\#RI#
JRYHUQPHQW1#$#FRPSDUDWLYH#YHUVLRQ#IRU#5335#LV#SUHVHQWHG#EHORZ1

Exhibit 12.1
6HOI#DVVHVVPHQW#FKHFNOLVW

2IILFH#UROH#DQG#
UHOHYDQFH

2XU#UROH

12.2 2XU#UROH#ZLWKLQ#WKH#SURYLQFLDO#SXEOLF#VHUYLFH#LV#XQLTXH1#:H#DUH#
LQGHSHQGHQW#RI#WKH#JRYHUQPHQW#RI#WKH#GD\#DQG#SURYLGH#LQIRUPDWLRQ#
GLUHFWO\#WR#WKH#/HJLVODWLYH#$VVHPEO\1#7KH#/HJLVODWLYH#$VVHPEO\#XVHV#RXU#
LQIRUPDWLRQ#WR#KHOS#IXOILO#LWV#UROH#RI#KROGLQJ#WKH#JRYHUQPHQW#DFFRXQWDEOH#
IRU#KRZ#SXEOLF#PRQLHV#DUH#PDQDJHG#DQG#KRZ#VHUYLFHV#DUH#GHOLYHUHG1#:H#
DOVR#DVVLVW#JRYHUQPHQW#E\#SURYLGLQJ#UHFRPPHQGDWLRQV#WR#VHQLRU#RIILFLDOV#
RI#WKH#GHSDUWPHQWV#DQG#DJHQFLHV#ZH#DXGLW1

2XU#PLVVLRQ 12.3 :H#SURPRWH#DFFRXQWDELOLW\#E\#SURYLGLQJ#REMHFWLYH#
LQIRUPDWLRQ#WR#WKH#SHRSOH#RI#1HZ#%UXQVZLFN#WKURXJK#WKH#/HJLVODWLYH#
$VVHPEO\1

2IILFH#UHOHYDQFH 12.4 2XU#5334#5HSRUW#JHQHUDWHG#VLJQLILFDQW#LQWHUHVW1#)LYH#KXQGUHG#
DQG#ILIW\#FRSLHV#ZHUH#SULQWHG#DQG#GLVWULEXWHG1#$FFHVV#WR#RXU#5HSRUW#LV#
DOVR#DYDLODEOH#WKURXJK#WKH#,QWHUQHW/#DQG#ZH#DUH#WUDFNLQJ#WKH#QXPEHU#RI#
WLPHV#RXU#5HSRUW#LV#YLVLWHG1#'XULQJ#WKH#IRXU0PRQWK#SHULRG#IROORZLQJ#WKH#
UHOHDVH#RI#WKH#5HSRUW#WKHUH#ZHUH#RYHU#8/733#YLVLWV#WR#WKH#FRPSOHWH#
5HSRUW1#,Q#DGGLWLRQ#WR#WKLV#WKHUH#ZHUH#VSHFLILF#YLVLWV#WR#LQGLYLGXDO#
FKDSWHUV1#2Q#46#'HFHPEHU#5334/#WKH#GD\#RXU#5HSRUW#ZDV#UHOHDVHG/#WKHUH#
ZHUH#RYHU#7/333#YLVLWV/#RU#¶KLWV·/#WR#RXU#ZHE#VLWH1#'LVFXVVLRQV#RI#RXU#
ILQGLQJV#LQ#WKH#/HJLVODWLYH#$VVHPEO\#DQG#WKH#3XEOLF#$FFRXQWV#DQG#
&URZQ#&RUSRUDWLRQV#&RPPLWWHHV#DUH#HYLGHQFH#RI#WKH#FRQWLQXLQJ#
UHOHYDQFH#RI#RXU#ZRUN1

12.5 (DFK#\HDU#ZH#LQFOXGH#LQ#RXU#5HSRUW#PDWWHUV#WKDW#ZH#EHOLHYH#DUH#
VLJQLILFDQW#WR#WKH#/HJLVODWLYH#$VVHPEO\#DQG#WKH#SXEOLF1#7KHVH#LQFOXGH#

5335 5334

:DV#D#UHSRUW#SUHSDUHG" ##<HV <HV
,V#WKHUH#D#GLVFXVVLRQ#RI#SURJUDP#UHOHYDQFH" ##<HV <HV
$UH#JRDOV#DQG#REMHFWLYHV#VWDWHG" ##<HV <HV
'RHV#WKH#UHSRUW#GLVFXVV#DFKLHYHPHQW#RI#SODQV" ##<HV <HV
$UH#SHUIRUPDQFH#LQGLFDWRUV#SUHVHQWHG" ##<HV <HV
$UH#GHWDLOV#DYDLODEOH#RQ#OHYHO#RI#FOLHQW#DFFHSWDQFH#" ##<HV <HV
,V#DFWXDO#DQG#EXGJHW#ILQDQFLDO#LQIRUPDWLRQ#SUHVHQWHG" ##<HV <HV
'RHV#WKH#UHSRUW#H[SODLQ#YDULDQFHV#IURP#EXGJHW" ##<HV <HV
Report of the Auditor General - 2002 257



Office of the Auditor General Chapter 12
RXU#ILQGLQJV/#FRQFOXVLRQV#DQG#UHFRPPHQGDWLRQV#DULVLQJ#RXW#RI#RXU#DXGLW#
ZRUN#GXULQJ#WKH#\HDU1#

12.6 2XU#VHUYLFH#DOVR#LQFOXGHV#VHSDUDWH#DXGLW#FRQFOXVLRQV#RQ#WKH#
UHOLDELOLW\#RI#ILQDQFLDO#VWDWHPHQWV1#7KHVH#FRQFOXVLRQV#+DXGLWRU·V#UHSRUWV,#
DUH#SURYLGHG#WR#WKH#/HJLVODWLYH#$VVHPEO\#ZLWK#WKH#ILQDQFLDO#VWDWHPHQWV#
IRU#WKH#3URYLQFH#DV#ZHOO#DV#WKH#$JHQFLHV#DQG#7UXVWV#WKDW#ZH#DXGLW1

12.7 :H#VHH#RXU#ZRUN#UHPDLQLQJ#UHOHYDQW#DQG#FRQWULEXWLQJ#WR=

• SXEOLF#FRQILGHQFH#LQ#RXU#V\VWHP#RI#JRYHUQPHQW>

• WKH#/HJLVODWLYH#$VVHPEO\·V#DELOLW\#WR#FDUU\#RXW#LWV#UHVSRQVLELOLW\#RI#
KROGLQJ#WKH#JRYHUQPHQW#WR#DFFRXQW>#DQG

• WKH#JRYHUQPHQW·V#DELOLW\#WR#FDUU\#RXW#LWV#UHVSRQVLELOLWLHV#XVLQJ#VRXQG#
PDQDJHPHQW#V\VWHPV#DQG#SUDFWLFHV1

3HUIRUPDQFH#LQGLFDWRUV 12.8 ,Q#$SULO#5335#ZH#EHJDQ#DQ#H[HUFLVH#WR#XSGDWH#RXU#2IILFH·V#4<<;#
VWUDWHJLF#SODQ1#8VLQJ#DQ#H[WHUQDO#FRQVXOWDQW/#ZH#LQWHUYLHZHG#DOO#2IILFH#
VWDII#DQG#D#JRRG#UHSUHVHQWDWLRQ#RI#RXU#H[WHUQDO#VWDNHKROGHUV#ZKR#ZHUH#
GHILQHG#WR#EH#0HPEHUV#RI#WKH#/HJLVODWLYH#$VVHPEO\/#JRYHUQPHQW#
GHSDUWPHQWV#DQG#DJHQFLHV/#WKH#PHGLD#DQG#WKH#JHQHUDO#SXEOLF1#:H#H[SHFW#
WR#KDYH#RXU#QHZ#SODQ#LQ#SODFH#SULRU#WR#WKH#VWDUW#RI#WKH#5336#FDOHQGDU#
\HDU1#,W#ZLOO#VHW#RXW#RXU#VWUDWHJLF#JRDOV#IRU#WKH#QH[W#ILYH#\HDUV/#DQG#
HVWDEOLVK#SHUIRUPDQFH#LQGLFDWRUV#WR#PHDVXUH#RXU#SURJUHVV#WRZDUGV#RXU#
JRDOV1

12.9 7KLV#VHFWLRQ#RI#RXU#5HSRUW#LGHQWLILHV#WKH#LQGLFDWRUV#IURP#RXU#
4<<;#VWUDWHJLF#SODQ/#VHW#RXW#E\#VWUDWHJLF#SULRULW\/#DQG#GLVFXVVHV#RXU#
SURJUHVV#WR#GDWH1#

5HVSRQGLQJ#WR#WKH#QHHGV#RI#
XVHUV

12.10 :H#ZLOO#VXUYH\#0HPEHUV#RI#WKH#3XEOLF#$FFRXQWV#DQG#&URZQ#
&RUSRUDWLRQV#&RPPLWWHHV#RQ#DQ#DQQXDO#EDVLV#LQ#RUGHU#WR#PHDVXUH#
RXU#HIIHFWLYHQHVV#LQ#PHHWLQJ#WKHLU#QHHGV1

12.11 :H#VHQW#RXW#D#VXUYH\#WR#DOO#PHPEHUV#RI#WKH#3XEOLF#$FFRXQWV#DQG#
&URZQ#&RUSRUDWLRQV#&RPPLWWHHV#LQ#0DUFK#53351#7KH#UHVSRQVH#ZDV#
HQFRXUDJLQJ1#&RPPLWWHH#PHPEHUV#LQGLFDWHG#WKDW#RXU#5HSRUW#ZDV#HDV\#WR#
UHDG#DQG#XQGHUVWDQG/#DQG#KHOSHG#WKHP#WR#GR#WKHLU#MRE#EHWWHU1#+RZHYHU/#
VRPH#PHPEHUV#IHOW#WKDW#WKH#5HSRUW#ZDV#WRR#ORQJ1#2QFH#DJDLQ/#DOO#
UHVSRQGHQWV#DSSUHFLDWHG#WKH#FRQGHQVHG#UHSRUW#RQ#KLJKOLJKWV#ZH#LVVXHG#
WRJHWKHU#ZLWK#WKH#PDLQ#5HSRUW1

12.12 &RPPLWWHH#PHPEHUV#RQFH#DJDLQ#IRXQG#WKDW#WKH#WRSLFV#DGGUHVVHG#
LQ#RXU#5HSRUW#ZHUH#UHOHYDQW#DQG#FRQWULEXWHG#WR#YDOXDEOH#GLVFXVVLRQ#DQG#
GHEDWH1#)RU#WKH#PRVW#SDUW/#WKH\#DOVR#FRQVLGHUHG#RXU#UHFRPPHQGDWLRQV#
SUDFWLFDO#DQG#DFKLHYDEOH1#&RPPLWWHH#PHPEHUV#IRXQG#RXU#EULHILQJ#
VHVVLRQV#RQ#RXU#5HSRUW#XVHIXO/#DQG#GLG#QRW#IHHO#WKDW#RXU#2IILFH#FRXOG#EH#
GRLQJ#DQ\#PRUH#WR#DVVLVW#WKHP#LQ#WKHLU#ZRUN1#$OPRVW#DOO#DJUHHG#WKDW#WKH#
$XGLWRU#*HQHUDO·V#2IILFH#FRQWULEXWHV#WR#LPSURYHG#SXEOLF#VHFWRU#
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DFFRXQWDELOLW\/#DQG#SURYLGHV#JRRG#YDOXH#IRU#PRQH\#IRU#WKH#WD[SD\HUV#RI#
1HZ#%UXQVZLFN1

12.13 :H#ZLOO#PHDVXUH#WKH#H[WHQW#WR#ZKLFK#WKH#UHFRPPHQGDWLRQV#
ZKLFK#DSSHDU#LQ#RXU#DQQXDO#5HSRUW#DUH#DFFHSWHG#DQG#LPSOHPHQWHG1#
7KH#GLVSRVLWLRQ#RI#DOO#UHFRPPHQGDWLRQV#ZLOO#EH#WUDFNHG#IRU#D#SHULRG#
RI#IRXU#\HDUV1

12.14 &KDSWHU#43#RI#WKLV#5HSRUW#SURYLGHV#DQ#RYHUYLHZ#RI#WKH#
UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<;#WKURXJK#5333#5HSRUWV/#DULVLQJ#
RXW#RI#RXU#EURDG#VFRSH#DXGLWV1#,W#GHWDLOV#WKH#GHSDUWPHQWDO#UHVSRQVHV#WR#
RXU#UHFRPPHQGDWLRQV/#DQG#RXU#DVVHVVPHQW#RI#WKH#DFFHSWDQFH#DQG#
LPSOHPHQWDWLRQ#RI#WKRVH#UHFRPPHQGDWLRQV1

12.15 :H#ZLOO#PHDVXUH#WKH#H[WHQW#WR#ZKLFK#DFFRXQWLQJ#DQG#
UHSRUWLQJ#UHFRPPHQGDWLRQV#PDGH#E\#WKH#3XEOLF#6HFWRU#$FFRXQWLQJ#
%RDUG#RI#WKH#&,&$#DUH#DFFHSWHG#DQG#LPSOHPHQWHG#E\#WKH#3URYLQFH#RI#
1HZ#%UXQVZLFN1

12.16 :H#DUH#WUDFNLQJ#WKLV#LQGLFDWRU#DV#SDUW#RI#RXU#DQQXDO#DXGLW#RI#WKH#
ILQDQFLDO#VWDWHPHQWV#RI#WKH#3URYLQFH1#2QH#VLJQLILFDQW#RXWVWDQGLQJ#LVVXH#LV#
WKDW#WKH#3URYLQFH#VWLOO#GRHV#QRW#WUDFN#DQG#UHSRUW#LWV#FXPXODWLYH#LQYHVWPHQW#
LQ#WDQJLEOH#FDSLWDO#DVVHWV1#6RPH#LQIRUPDWLRQ#RQ#WDQJLEOH#FDSLWDO#DVVHWV#LV#
LQFOXGHG#LQ#WKH#QRWHV#WR#WKH#5335#ILQDQFLDO#VWDWHPHQWV1

12.17 7KH#3URYLQFH#RI#1HZ#%UXQVZLFN#DXGLW#ZLOO#EH#FRPSOHWHG#E\#
-XQH#63WK#DQG#DOO#&URZQ#DJHQF\#DQG#7UXVW#)XQG#DXGLWV#ZLOO#EH#
FRPSOHWHG#E\#6HSWHPEHU#63WK1

12.18 2XU#DELOLW\#WR#DFKLHYH#WKLV#REMHFWLYH#LV#QRW#WRWDOO\#ZLWKLQ#RXU#
FRQWURO/#EHFDXVH#LW#UHDOO\#GHSHQGV#RQ#ZKHQ#RXU#DXGLW#FOLHQWV#FORVH#WKHLU#
ERRNV#IRU#WKH#\HDU#DQG#DUH#UHDG\#IRU#XV#WR#GR#RXU#ZRUN1#1RWZLWKVWDQGLQJ#
WKLV/#ZH#EHOLHYH#WKH#LQGLFDWRU#LV#LPSRUWDQW#EHFDXVH#LW#UHVXOWV#LQ#XV#
HQFRXUDJLQJ#RXU#FOLHQWV#WR#FORVH#WKHLU#ERRNV#DV#TXLFNO\#DV#SRVVLEOH1#:H#
VXSSRUW#WLPHO\#UHSRUWLQJ#RI#ILQDQFLDO#LQIRUPDWLRQ1#7KH#LQGLFDWRU#DOVR#
SODFHV#D#GLVFLSOLQH#RQ#RXU#2IILFH#WR#FRPSOHWH#WKH#DXGLW#ZRUN#E\#D#VSHFLILF#
GDWH1#

12.19 7KH#DXGLW#RI#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN#ZDV#QRW#FRPSOHWHG#
E\#63#-XQH1#2XU#DXGLWRU·V#UHSRUW#RQ#WKH#ILQDQFLDO#VWDWHPHQWV#ZDV#GDWHG#
< $XJXVW1#7KH#WDUJHW#GDWH#ZDV#QRW#PHW#GXH#WR#WKH#ILQDQFLDO#VWDWHPHQWV#QRW#
EHLQJ#UHDG\#IRU#DXGLW#XQWLO#58#-XQH1#

12.20 :H#DUH#WKH#DXGLWRUV#RI#QLQHWHHQ#&URZQ#DJHQFLHV/#VL[#SHQVLRQ#
SODQV#DQG#WKH#)LVFDO#6WDELOL]DWLRQ#)XQG1#:H#FRPSOHWHG#WZHOYH#RI#WKH#
&URZQ#DJHQF\#DXGLWV#DQG#WKUHH#RI#WKH#SHQVLRQ#SODQ#DXGLWV#E\#
63 6HSWHPEHU1#)RU#WKH#VHYHQ#&URZQ#DJHQF\#DXGLWV#DQG#WKUHH#SHQVLRQ#
SODQV#WKDW#ZHUH#QRW#FRPSOHWHG#WKHUH#ZHUH#GHOD\V#UHODWHG#WR#D#ODFN#RI#
DYDLODEOH#UHVRXUFHV#LQ#RXU#2IILFH#WR#GR#WKH#ZRUN1#:H#KDYH#UHFHQWO\#PDGH#
DGPLQLVWUDWLYH#FKDQJHV#LQ#RXU#2IILFH#WR#UHVROYH#WKLV#SUREOHP1
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0DNLQJ#HIIHFWLYH#XVH#RI#
UHVRXUFHV

12.21 $OO#ILQDQFLDO#DQG#EURDG#VFRSH#DXGLWV#ZLOO#EH#SHUIRUPHG#ZLWKLQ#
WKH#WLPH#DOORWWHG1#

12.22 :H#HVWDEOLVK#GHWDLOHG#WLPH#EXGJHWV#IRU#HDFK#RI#RXU#DXGLWV1#
'XULQJ#WKH#DXGLW/#ZH#PRQLWRU#WKH#WLPH#VSHQW#E\#VWDII#PHPEHUV#RQ#
LQGLYLGXDO#VHFWLRQV#RI#WKH#ZRUN1#$W#WKH#HQG#RI#HDFK#DXGLW/#ZH#VXPPDUL]H#
WKH#WRWDO#WLPH#VSHQW/#FRPSDUH#LW#WR#WKH#WRWDO#EXGJHWHG#KRXUV#DQG#DQDO\]H#
PDMRU#IOXFWXDWLRQV1#)RU#RXU#ILQDQFLDO#DXGLWV/#ZH#XVH#WKH#UHVXOWV#RI#WKLV#
DQDO\VLV#WR#KHOS#XV#SUHSDUH#WKH#EXGJHW#IRU#WKH#IROORZLQJ#\HDU·V#ZRUN1

12.23 7KH#DXGLW#RI#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN#ZDV#FRPSOHWHG#
ZLWKLQ#EXGJHW1#+RZHYHU/#RI#WKH#ILIWHHQ#&URZQ#DJHQFLHV#DQG#SHQVLRQ#
SODQV#WKDW#ZHUH#FRPSOHWHG#E\#63#6HSWHPEHU/#VHYHQ#H[FHHGHG#WKH#EXGJHW#
E\#PRUH#WKDQ#ILIW\#KRXUV1#:H#H[DPLQH#DOO#RYHU0EXGJHW#VLWXDWLRQV#WR#VHH#LI#
WKHUH#DUH#OHVVRQV#WR#EH#OHDUQHG#WKDW#ZLOO#OHDG#WR#LPSURYHPHQWV#LQ#WKH#
IXWXUH1

12.24 :H#XQGHUWRRN#VHYHQ#PDMRU#YDOXH0IRU0PRQH\#DXGLWV#GXULQJ#WKH#
SDVW#\HDU#WKDW#OHG#WR#FKDSWHUV#LQ#WKLV#5HSRUW1#6L[#RI#WKH#VHYHQ#DXGLWV#WRRN#
PRUH#WLPH#WKDQ#ZH#KDG#EXGJHWHG1#:H#FRQWLQXH#WR#DQDO\]H#RXU#
H[SHULHQFHV#RQ#HDFK#DXGLW/#LQ#DQ#HIIRUW#WR#EHFRPH#PRUH#HIILFLHQW#LQ#
FDUU\LQJ#RXW#WKH#ZRUN/#DQG#PRUH#UHDOLVWLF#LQ#VHWWLQJ#RXU#EXGJHWV1#
+RZHYHU/#XQOLNH#RXU#ILQDQFLDO#DXGLW#ZRUN#ZKLFK#LV#EDVLFDOO\#WKH#VDPH#
\HDU#DIWHU#\HDU/#WKH#YDOXH0IRU0PRQH\#ZRUN#LV#XVXDOO\#RQH#RI#D#NLQG/#DQG#
WKHUH#PD\#EH#YHU\#OLWWOH#H[SHULHQFH#WR#GUDZ#RQ1

12.25 93(#RI#DOO#SURIHVVLRQDO#SDLG#WLPH#LQ#RXU#2IILFH#ZLOO#EH#VSHQW#
GLUHFWO\#RQ#ILQDQFLDO#VWDWHPHQW#DXGLWV#RU#EURDG#VFRSH#DXGLWV1

12.26 $#GHWDLOHG#DQDO\VLV#RI#VWDII#WLPH#IRU#5334#LQGLFDWHV#WKDW#8<169(#
RI#WKH#WRWDO#SDLG#WLPH#RI#DOO#VWDII/#ZLWK#WKH#H[FHSWLRQ#RI#RXU#DGPLQLVWUDWLYH#
VXSSRUW#VWDII/#ZDV#VSHQW#GLUHFWO\#RQ#DXGLW#ZRUN#+LQFOXGLQJ#ZRUN#RQ#RXU#
DQQXDO#5HSRUW,1#)RU#WKH#ILUVW#VL[#PRQWKV#RI#5335/#WKLV#QXPEHU#GURSSHG#WR#
8;(1#1RQ0DXGLW#WLPH#LQFOXGHV#VWDWXWRU\#KROLGD\V/#YDFDWLRQV/#FRXUVHV#IRU#
DFFRXQWLQJ#VWXGHQWV#DQG#SURIHVVLRQDO#VWDII/#VLFN#OHDYH#DQG#DGPLQLVWUDWLYH#
GXWLHV#QRW#FKDUJHDEOH#WR#D#VSHFLILF#DXGLW1#:H#ZHUH#GLVDSSRLQWHG#QRW#WR#
UHDFK#RXU#WDUJHW#LQ#5334/#DOWKRXJK#ZH#ZHUH#SOHDVHG#WKDW#RXU#SHUFHQWDJH#
KDG#LQFUHDVHG#IURP#WKH#SUHYLRXV#\HDU1

12.27 2I#WKH#WRWDO#WLPH#VSHQW#GLUHFWO\#RQ#ILQDQFLDO#VWDWHPHQW#DXGLWV#
DQG#EURDG#VFRSH#DXGLWV/#78(#ZLOO#EH#VSHQW#RQ#EURDG#VFRSH#DXGLWV1

12.28 2XU#DQDO\VLV#LQGLFDWHV#WKDW/#LQ#5334/#ZH#VSHQW#8618(#RI#WRWDO#
DXGLW#WLPH#RQ#EURDG#VFRSH#DXGLWV1#)RU#WKH#ILUVW#VL[#PRQWKV#RI#5335/#WKLV#
QXPEHU#URVH#WR#8:17:(1#7KLV#KDV#UHVXOWHG#IURP#D#FRQVFLRXV#DQG#
VXFFHVVIXO#HIIRUW#WR#UHGXFH#DXGLW#WLPH#RQ#ILQDQFLDO#VWDWHPHQW#DXGLWV#VR#
WKDW#PRUH#WLPH#LV#DYDLODEOH#IRU#EURDG#VFRSH#DXGLW#SURMHFWV1
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0DLQWDLQLQJ#SURIHVVLRQDO#
VWDQGDUGV

12.29 :H#ZLOO#PHHW#WKH#VWDQGDUGV#UHTXLUHG#E\#WKH#1HZ#%UXQVZLFN#
,QVWLWXWH#RI#&KDUWHUHG#$FFRXQWDQWV#0DQGDWRU\#3UDFWLFH#5HYLHZ#
&RPPLWWHH1

12.30 7KH#,QVWLWXWH#LQVSHFWHG#RXU#2IILFH#ILOHV#LQ#1RYHPEHU#53331#7KH#
LQVSHFWLRQ#FRQFOXGHG#WKDW#ZH#FRQWLQXH#WR#PHHW#WKH#VWDQGDUGV#UHTXLUHG#E\#
WKH#,QVWLWXWH1#1R#H[FHSWLRQV#ZHUH#QRWHG1

)LQDQFLDO#LQIRUPDWLRQ 12.31 %XGJHW#DQG#DFWXDO#H[SHQGLWXUH#IRU#5333034#DQG#5334035#E\#
SULPDU\#FODVVLILFDWLRQ#LV#VKRZQ#LQ#([KLELW#45151#7KH#DSSURYHG#EXGJHW#IRU#
WKH#5335036#\HDU#LV#SUHVHQWHG#IRU#FRPSDUDWLYH#SXUSRVHV1

12.32 6WDII#FRVWV#FRQWLQXH#WR#DFFRXQW#IRU#DSSUR[LPDWHO\#<3(#RI#RXU#
EXGJHW#DQG#ZHUH#XQGHUVSHQW#E\#':8/;33#IRU#WKH#\HDU#HQGHG#64#0DUFK#
53351#$OWKRXJK#ZH#ILOOHG#WKH#YDFDQW#SRVLWLRQ#ZH#KDG#DW#WKH#VWDUW#RI#WKH#
\HDU/#ZH#ORVW#WKUHH#RWKHU#VWDII#PHPEHUV#GXULQJ#WKH#\HDU1#'HOD\V#LQ#ILOOLQJ#
WZR#RI#WKHVH#SRVLWLRQV/#SOXV#VDYLQJV#UHVXOWLQJ#IURP#WZR#PDWHUQLW\#OHDYHV/#
FDXVHG#WKH#XQGHUVSHQGLQJ1

12.33 2WKHU#VHUYLFHV#ZHUH#RYHUVSHQW#E\#'47/<331#7KLV#ZDV#ODUJHO\#GXH#
WR#LQFUHDVHG#WUDYHO#FRVWV#DQG#WKH#KLULQJ#RI#WHPSRUDU\#FOHULFDO#KHOS#GXULQJ#
RXU#EXVLHVW#WLPH#RI#\HDU1

12.34 3URSHUW\#DQG#HTXLSPHQW#FRVWV#ZHUH#XQGHUVSHQW#E\#'49/:33#
PDLQO\#GXH#WR#WKH#SRVWSRQHPHQW#RI#D#PDMRU#FRPSXWHU#V\VWHP#VRIWZDUH#
XSJUDGH1

Exhibit 12.2
Budget and actual expenditure (thousands of dollars)

12.35 2XU#OHJLVODWLRQ#UHTXLUHV#DQ#DQQXDO#DXGLW#RI#RXU#DFFRXQWV#E\#D#
TXDOLILHG#DXGLWRU/#DSSRLQWHG#E\#WKH#6SHDNHU#RI#WKH#/HJLVODWLYH#$VVHPEO\#
RQ#WKH#DGYLFH#RI#WKH#%RDUG#RI#0DQDJHPHQW1#7KLV#DXGLW#LV#FRQGXFWHG#E\#
WKH#2IILFH#RI#WKH#&RPSWUROOHU#DQG#WKHLU#DXGLW#UHSRUW#LV#WDEOHG#EHIRUH#WKH#
/HJLVODWLYH#$VVHPEO\1

6WDII#UHVRXUFHV 12.36 2XU#2IILFH#FRQWLQXHV#WR#SURYLGH#H[SHULHQFH#DQG#WUDLQLQJ#WR#RXU#
HPSOR\HHV1#1HZ#HPSOR\HHV#PXVW#HQURO#LQ#D#SURIHVVLRQDO#DFFRXQWLQJ#
SURJUDP/#QDPHO\#&$#+&KDUWHUHG#$FFRXQWDQW,/#&0$#+&HUWLILHG#
0DQDJHPHQW#$FFRXQWDQW,#RU#&*$#+&HUWLILHG#*HQHUDO#$FFRXQWDQW,1#

2003
Budget Budget Actual Budget Actual

Wages and benefits 1,446.5 1,420.7 1,344.9 1,398.4 1,319.6
Other services 124.2 122.8 137.7 121.9 114.1
Materials and supplies 8.1 8.3 6.8 8.4 8.7
Property and equipment 76.2 45.2 28.5 34.2 39.4

1,655.0 1,597.0 1,517.9 1,562.9 1,481.8

       2002        2001
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%HIRUH#VWDII#EHJLQ#WKLV#SURIHVVLRQDO#WUDLQLQJ#WKH\#PXVW#KDYH/#DV#D#
PLQLPXP/#RQH#XQLYHUVLW\#GHJUHH#DW#WKH#EDFKHORU#OHYHO1

12.37 6WDII#WXUQRYHU#LV#DQ#LQHYLWDEOH#FRQVHTXHQFH#RI#EHLQJ#D#WUDLQLQJ#
RIILFH#IRU#SURIHVVLRQDOV1#'XULQJ#WKH#SDVW#\HDU/#RQH#VWDII#PHPEHU#OHIW#WR#
WDNH#D#VHQLRU#SRVLWLRQ#LQ#JRYHUQPHQW#DQG#RQH#OHIW#WR#SXUVXH#RWKHU#FDUHHU#
RSWLRQV1#2QH#VWDII#PHPEHU#UHWLUHG1

12.38 2XU#VWDII#FRPSOHPHQW/#EDVHG#RQ#RXU#DYDLODEOH#EXGJHW/#UHGXFHG#
GXULQJ#WKH#\HDU#IURP#58#WR#571#%UHQW#:KLWH#&$/#3DXO#-HZHWW#&$#DQG#
3KLO#9HVVH\ &$#DUH#WKH#GLUHFWRUV#IRU#RXU#WKUHH#DXGLW#WHDPV1#$W#64 0DUFK#
5335#WKHUH#ZHUH#VL[WHHQ#SURIHVVLRQDO#VWDII#ZLWK#DFFRXQWLQJ#GHVLJQDWLRQV1#
2XU#VWDII#DOVR#LQFOXGHG#VL[#VWXGHQWV#HQUROOHG#LQ#DFFRXQWLQJ#SURJUDPV1#
7KH#WZR#UHPDLQLQJ#PHPEHUV#RI#RXU#VWDII#SURYLGH#DGPLQLVWUDWLYH#VXSSRUW#
VHUYLFHV1#7KH#IROORZLQJ#LV#D#OLVW#RI#VWDII#PHPEHUV#DW#64 0DUFK#5335=

/RUQD#%DLOH\+4, 1LFN#0F&DUWK\+5,#
&DWK\#&RQQRUV#.HQQHG\/#&$ %LOO#3KHPLVWHU/#&$
$OSKRQVH#'R\OH/#&$ %RQQLH#3LWUH/#&$
-RFHO\Q#'XUHWWH/#&$ .HQ#5RELQVRQ/#&$
.LP#(PEOHWRQ+5, <YRQQH#6DPVRQ/#&$
'HEELH#*UD\H+5, $O#7KRPDV/#&$
'HLGUH#*UHHQ/#&$ 3KLO#9HVVH\/#&$
6DUDK#+HDUQ+5, %UHQW#:KLWH/#&$
(ULF#+RSSHU/#&$ 'DUOHQH#:LHOG+4,

3HJJ\#,VQRU/#&$ 'DU\O#:LOVRQ/#)&$
3DXO#-HZHWW/#&$ 7DQLD#:RRG+5,

&HFLO#-RQHV/#&$ 6KDXQD#:RRGVLGH+5,

+4,#$GPLQLVWUDWLYH#VXSSRUW
+5,##6WXGHQW#HQUROOHG#LQ#D#SURIHVVLRQDO#DFFRXQWLQJ#SURJUDP
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Sections of the Auditor General Act
Relevant to the Responsibilities of

the Auditor General

Articles de la Loi sur le vérificateur général
se rapportant aux fonctions du

vérificateur général

Key Definitions

1 In this Act

"agency of the Crown" means an association,
authority, board, commission, corporation, council,
foundation, institution, organization or other body

Définitions-clés

1 Dans la présente loi

«organisme de la Couronne» désigne un
association, une autorité, une régie, une commissio
une corporation, une fondation, un conseil, un
institution, une organisation ou un autre corps

(a) whose accounts the Auditor General is
appointed to audit by its shareholders or by its
board of management, board of directors or other
governing body,

(a) dont la vérification des comptes est confié
au vérificateur général par ses actionnaires ou s
conseil de gestion, conseil d'administration ou aut
corps directeur,

(b) whose accounts are to be audited by the
Auditor General under any other Act or whose
accounts the Auditor General is appointed by the
Lieutenant-Governor in Council to audit,

(b) dont les comptes sont vérifiés par le
vérificateur général en vertu de toute autre loi o
dont les comptes sont vérifiées par le vérificateu
général par le fait de sa nomination par le
lieutenant-gouverneur en conseil,

(c) whose accounts are to be audited by an
auditor, other than the Auditor General, appointed
by the Lieutenant-Governor in Council, or

(c) dont les comptes sont vérifiés par un
vérificateur, autre que le vérificateur général
nommé par le lieutenant-gouverneur en conseil, o

(d) the audit of the accounts of which the
Auditor General is required to review or in respect
of which the auditor's report and the working
papers used in the preparation of the auditor's
statement are required to be made available to the
Auditor General under any other Act,

(d) dont la vérification des comptes doit être
révisée par le vérificateur général ou à l'égar
duquel le rapport du vérificateur et les documen
de travail utilisés dans son compte-rendu doive
être mis à la disposition du vérificateur général e
vertu de toute autre loi;

and includes

(e) (Repealed)

et s'entend également

(e) (Abrogé)

(f) regional health authorities as defined in the
Regional Health Authorities Act,

(f) des régies régionales de la santé telles qu
définies dans la Loi sur les régies régionales de la
Santé,

(g) the New Brunswick Liquor Corporation
established under the New Brunswick Liquor
Corporation Act,

(g) de la Société des alcools du Nouveau
Brunswick établie en vertu de la Loi sur la Société
des alcools du Nouveau-Brunswick,

(g.1) the New Brunswick Power Corporation
under the Electric Power Act,

(g.1) de la Société d'énergie du Nouveau
Brunswick en vertu de la Loi sur l'énergie
électrique,
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(g.2) the Workplace Health, Safety and
Compensation Commission under the Workplace
Health, Safety and Compensation Commission Act,
and

(g.2) de la Commission de la santé, de la sécur
et de l’indemnisation des accidents au travail e
vertu de la Loi sur la Commission de la santé, de la
sécurité et de l’indemnisation  des accidents a
travail, et

(g.3) the Atlantic Lottery Corporation Inc., (g.3) la Société des Loteries de l’Atlantique Inc

but does not include mais ne comprend pas

(h) a trust company carrying on business under
the Trust Companies Act whose books are to be
audited by an inspector or auditor appointed by the
Lieutenant-Governor in Council under section 12
of the Trust Companies Act or a loan company or
trust company carrying on business under the Loan
and Trust Companies Act whose books are to be
audited under any provision of that Act,

(h) une compagnie de fiducie faisant affaire e
vertu de la Loi sur les compagnies de fiducie dont
les livres doivent être vérifiés par un inspecteur o
un vérificateur nommé par le lieutenant-gouverneu
en conseil en vertu de l'article 12 de la Loi sur les
compagnies de fiducie ou une compagnie de prêt
ou une compagnie de fiducie exerçant ses activit
en vertu de la Loi sur les compagnies de prêt et de
fiducie dont les livres doivent être vérifiés
conformément à une disposition de cette loi;

Examination of Accounts Examen des comptes

8(1) The Auditor General shall audit on behalf
of the Legislative Assembly and in such manner as he
considers necessary the accounts of the Province
relating to

8(1) Le vérificateur général doit vérifier au nom
de l'Assemblée législative de la manière qu'il jug
nécessaire les comptes de la province concernant

(a) the Consolidated Fund,

(b)  all public property, and

(c) all trust or special purpose funds.

(a) le Fonds consolidé,

(b) tous les biens publics, et

(c) tous les fonds en fiducie ou fonds destinés 
des fins spéciales.

8(2) Where the accounts of an agency of the
Crown are not audited by another auditor, the Auditor
General shall perform the audit.

8(2) Le vérificateur général doit vérifier les
comptes et les opérations financières concernant 
organisme de la Couronne et qui ne sont pas vérifi
par un autre vérificateur.

8(3) Where the accounts of an agency of the
Crown are audited other than by the Auditor General
the person performing the audit shall

8(3) Lorsque les comptes et les opération
financières d'un organisme de la Couronne ne sont p
vérifiés par le vérificateur général, la personne qui le
vérifie doit

(a) deliver to the Auditor General forthwith
after completion of the audit a copy of his report of
his findings and his recommendations together
with a copy of the audited financial statement of
the agency of the Crown;

(a) transmettre au vérificateur général, une fo
la vérification achevée, une copie des conclusion
de son rapport avec les recommandations et 
copie de l'état financier vérifié de l'organisme de l
Couronne;
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(b) make available forthwith to the Auditor
General, when so requested by him, all working
papers, reports, schedules and other documents in
respect of the audit or in respect of any other audit
of the agency of the Crown specified in the request;
and

(b) rendre disponibles sans délai au vérifi cateur
général, sur demande de celui-ci, tous documen
de travail, rapports, bordereaux et autres documen
concernant la dite vérification ou toute autre
vérification de l'organisme de la Couronne précisé
dans sa requête; et

(c) provide forthwith to the Auditor General,
when so requested by him, a full explanation of
work performed, tests obtained, and any other
information within his knowledge in respect of the
agency of the Crown.

(c) communiquer sans délai au vérificateu
général, sur demande de celui-ci, des explicatio
complètes sur le travail accompli, les épreuve
obtenues et tous autres renseignements qu'e
possède sur l'organisme de la Couronne.

8(4) Where the Auditor General is of the
opinion that any information, explanation or document
that is provided, made available or delivered to him by
the person referred to in subsection (3) is insufficient,
he may conduct or cause to be conducted such
additional examination and investigation of the records
and operations of the agency or corporation as he
considers necessary.

8(4) Lorsque le vérificateur général trouve
insuffisants les renseignements, explications o
documents qui lui sont fournis, rendus disponibles o
transmis par la personne mentionnée au paragrap
(3), il peut, s'il le juge nécessaire, procéder ou fai
procéder à un examen ou à une enquête portant sur
dossiers et les opérations de l'organisme o
corporation.

9 The Auditor General may, at his discretion,
(a) examine debentures and other securities of
the Province that have been redeemed and
determine whether such securities have been
properly cancelled, and

9 Le vérificateur général peut à sa discrétion

(a) examiner les débentures et autres titres de
province qui ont été rachetés et déterminer si s
titres ont été dûment annulés et

(b) participate in the destruction of redeemed,
cancelled or unissued securities.

(b) participer à la destruction des titres racheté
annulés ou non émis.

Report on Financial Statements Rapport sur les états financiers

10 The Auditor General shall examine the
several financial statements required by section 48 of
the Financial Administration Act to be included in the
Public Accounts and shall express his opinion as to
whether they fairly present information in accordance
with stated accounting policies of the Province and on
a basis consistent with that of the preceding year,
together with any reservations he may have.

10 Le vérificateur général examine les différent
états financiers qui doivent figurer dans les compte
publics en vertu de l'article 48 de la Loi sur
l'administration financière; il indique s'il est d'avis que
les états sont présentés fidèlement et conforméme
aux conventions comptables établies pour la provin
et selon une méthode compatible avec celle de l'ann
précédente et indique les réserves qu'il peut avoir.

Special Assignments Projets spéciaux

11(1) Whenever the Legislative Assembly, the
Standing Committee on Public accounts, the
Lieutenant-Governor in Council, the Chairman of the
Board of Management or the Minister of Finance so
requests, the Auditor General may, if in his opinion
such an assignment does not interfere with his primary

11(1) Le vérificateur général peut sur demande d
l'Assemblée législative, du Comité permanent de
comptes publics, du lieutenant-gouverneur en conse
du président du Conseil de gestion ou du ministre d
Finances, faire enquête et rapport sur toute questi
relative  aux  affaires  financières  ou  aux  biens  de 
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#5335 59:
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responsibilities, inquire into and report on any matter
relating to the financial affairs of the Province or to
public property or inquire into and report on any
person or organization that has received financial
assistance from the Province or in respect of which
financial assistance from the Province is sought.

la province ou aux biens publics ou sur toute person
ou organisation qui a reçu ou sollicite une aid
financière de la province si le vérificateur généra
estime que pareille demande n'entrave pas l'exerc
de ses principales attributions.

11(2) For the purposes of this section, the Auditor
General has the powers of a commissioner under the
Inquiries Act.

11(2) Aux fins du présent article, le vérificateur
général détient les pouvoirs que confère à u
commissaire la Loi sur les enquêtes.

Content of Annual Report Contenu du rapport annuel

13(1) The Auditor General shall report annually
to the Legislative Assembly

13(1) Le vérificateur général doit faire rapport
annuellement à l'Assemblée législative

(a) on the work of his office, and (a) sur le travail de son bureau, et

(b) on whether, in carrying on the work of his
office, he received all the information and
explanations he required.

(b) sur le fait qu'il a reçu ou non dans l'exécutio
du travail de son bureau toutes les informations 
tous les éclaircissements qu'il a demandés.

13(2) Each report of the Auditor General under
subsection (1) shall indicate anything he considers to
be of significance and of a nature that should be
brought to the attention of the Legislative Assembly
including any cases in which he has observed that

13(2) Le vérificateur général doit indiquer dans
chaque rapport préparé en vertu du paragraphe (1) t
fait qu'il estime significatif et qui par sa nature doi
être porté à l'attention de l'Assemblée législative 
compris les cas dans lesquels

(a) any person wilfully or negligently failed to
collect or receive money belonging to the Province;

(a) une personne a, volontairement ou pa
négligence, omis de percevoir ou de recevoir de
sommes appartenant à la province;

(b) public money was not accounted for and
paid into the Consolidated Fund:

(b) il n'a pas été rendu compte de deniers publi
et ceux-ci n'ont pas été versés au Fonds consolidé

(c) an appropriation was exceeded or applied
to a purpose or in a manner not authorized by the
Legislature;

(c) un crédit a été dépassé ou a été affecté à u
fin ou d'une manière non autorisée par l
Législature;

(d) an expenditure was made without authority
or without being properly vouched or certified;

(d) une dépense a été engagée sans autorisa
ou sans avoir été dûment certifiée ou appuyée 
pièces justificatives;

(e) there has been a deficiency or loss through
fraud, default or mistake of any person;

(e) il y a eu manque ou perte par suite de fraud
faute ou erreur d'une personne;

(f) money has been expended without due
regard to economy or efficiency;

(f) des sommes ont été dépensées sans d
considération pour l'économie ou l'efficience;
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(g) procedures have not been established to
measure and report on the effectiveness of
programs, where, in the opinion of the Auditor
General, the procedures could appropriately and
reasonably be used; or

(g) des procédures n'ont pas été établies po
mesurer l'efficacité des programmes et en fair
rapport, lorsque, de l'opinion du vérificateur
général, les procédures pourraient être utilisées 
façon appropriée et raisonnable; ou

(h) procedures established to measure and
report on the effectiveness of programs were not, in
the opinion of the Auditor General, satisfactory.

(h) des procédures établies pour mesure
l'efficacité des programmes et en faire rappo
n'étaient pas, de l'opinion du vérificateur généra
satisfaisantes.

Submission of Annual Report Présentation du rapport annuel

13(3) Each annual report by the Auditor General
to the Legislative Assembly shall be submitted to the
Speaker of the Legislative Assembly on or before the
thirty-first day of December in the year to which the
report relates and the Speaker of the Legislative
Assembly shall table each such report before the
Legislative Assembly forthwith after receipt thereof by
him or, if the Legislative Assembly is not then in
session, within ten days following the commencement
of the next ensuing session of the Legislative
Assembly.

13(3) Chaque rapport annuel du vérificateu
général à l'Assemblée législative est soumis à l'Orate
de l'Assemblée législative au plus tard le trente et u
décembre de l'année à laquelle il se rapporte, 
L'Orateur doit le déposer devant l'Assemblé
législative immédiatement, ou, si l'Assemblée ne sièg
pas, dans les 10 jours de l'ouverture de la sess
suivante.

13(4) If the Legislative Assembly is not in session
when the Auditor General submits his annual report,
the Speaker shall cause a copy of the report to be filed
with the Chairman of the Standing Committee on
Public Accounts for review by that Committee if the
Committee has been authorized to sit after prorogation
by a resolution of the Legislative Assembly pursuant
to the Legislative Assembly Act.

13(4) Si l'Assemblée législative ne siège pas lo
du dépôt du rapport annuel par le vérificateur généra
l'Orateur doit en faire déposer une copie auprès 
président du comité permanent des comptes publ
pour être examiné par ce comité si le comité a é
autorisé à siéger après prorogation par une résoluti
de l'Assemblée législative conformément à la Loi sur
l'Assemblée législative.

Other Reporting Responsibilities Autres rapports à présenter

14(1) Whenever it appears to the Auditor General
that any public money has been improperly retained by
any person, he shall forthwith report the circumstances
of the case to the Minister of Finance.

14(1) Le vérificateur général adresse, sans délai 
ministre des Finances un rapport circonstancié sur to
les cas qui, à son avis, constituent une rétentio
irrégulière de deniers publics.

14(2) The Auditor General may advise
appropriate officers and employees in the public
service of New Brunswick of matters discovered in his
examinations and, in particular, may draw any such
matter to the attention of officers and employees
engaged in the conduct of the business of the Board of
Management.

14(2) Le vérificateur général peut informer les
cadres et employés concernés de la Fonction publiq
du Nouveau-Brunswick des faits découverts au cou
de ses examens et notamment signaler ces faits a
cadres et employés affectés aux affaires du Conseil 
gestion.
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Assistance to Public Accounts Committee Aide au comité des comptes publics

15 At the request of the Standing Committee on
Public Accounts, the Auditor General, or any
employee of the Office of the Auditor General or any
person appointed pursuant to a contract for
professional services who is designated by the Auditor
General, shall attend at the meetings of the Committee
in order to assist the Committee

15 Sur la demande du comité permanent des comp
publics, le vérificateur général, ou tout employé de so
bureau ou toute personne nommée par suite d'
contrat de services professionnels et désignée par
vérificateur général doivent assister aux réunions d
comité pour l'aider

(a) in planning the agenda for review of the
Public Accounts and the annual report of the
Auditor General, and

(a) à préparer l'ordre du jour de l'examen de
comptes publics et le rapport annuel du vérificateu
général, et

(b) during its review of the public Accounts
and the annual report of the Auditor General.

(b) à conduire l'examen même des compte
publics et le rapport annuel du vérificateur généra
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