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'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
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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
92 Report of the Auditor General - 2002



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

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

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