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&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=##
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&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#
Report of the Auditor General - 2002 145



'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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