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9LUJLQLD 'HSDUWPHQW�RI�$YLDWLRQ��
3HQLQVXOD�$LUSRUW�&RPPLVVLRQ�2YHUVLJKW

0D\���������

0LFKDHO�&��:HVWIDOO��&3$

$FWLQJ�6WDWH�,QVSHFWRU�*HQHUDO

5HSRUW�1R�������35����

kenne
Sticky Note
This was released before the VDOT audit on PAC was released (6/2/17).  Why didn't the VDOT audit reference the deficiencies of the DOAV?  Many deficiencies in this report caused the deficiencies in the VDOT report on the PAC. 





9LUJLQLD�'HSDUWPHQW�RI�
$YLDWLRQ ² 3HQLQVXOD�$LUSRUW�
&RPPLVVLRQ�2YHUVLJKW
tŚĂƚ�K^/' &ŽƵŶĚ
>ĂĐŬ�ŽĨ�&ŝŶĂŶĐŝĂů�ZĞǀŝĞǁƐ�ŽĨ��ŝƌƉŽƌƚ�^ƉŽŶƐŽƌƐ
dŚƌŽƵŐŚ�Ă�ƌĞǀŝĞǁ�ŽĨ�ƚŚĞ�WĞŶŝŶƐƵůĂ��ŝƌƉŽƌƚ��ŽŵŵŝƐƐŝŽŶ͛Ɛ�;W��Ϳ�ĂƵĚŝƚĞĚ�
ĨŝŶĂŶĐŝĂů� ƐƚĂƚĞŵĞŶƚƐ� ĨƌŽŵ� ϮϬϭϬ ʹ ϮϬϭϱ� ĂŶĚ� �ŶƚŝƚůĞŵĞŶƚ� hƚŝůŝǌĂƚŝŽŶ�
ZĞƉŽƌƚƐ�ĨƌŽŵ�&zϮϬϭϭ�ʹ &zϮϬϭϲ͕�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ǁĂƐ�ŶŽƚĞĚ͗�

/Ŷ�ŝƚƐ�ϮϬϭϰ�ĂƵĚŝƚĞĚ�ĨŝŶĂŶĐŝĂů�ƐƚĂƚĞŵĞŶƚ͕�W���ŝĚĞŶƚŝĨŝĞĚ�ŝƚ�ŚĂĚ�
ŐƵĂƌĂŶƚĞĞĚ�Ă�Ψϱ�ŵŝůůŝŽŶ�ůŝŶĞ�ŽĨ�ĐƌĞĚŝƚ�ůŽĂŶ�ĨŽƌ�WĞŽƉůĞ��ǆƉƌĞƐƐ͕�
/ŶĐ͘�;W�yͿ�ŝŶ�:ƵŶĞ�ϮϬϭϰ͖
dŚĞ ϮϬϭϰ�ĨŝŶĂŶĐŝĂů�ƐƚĂƚĞŵĞŶƚ�ĚŝĚ�ŶŽƚ�ŝŶĚŝĐĂƚĞ�ǁŚĂƚ�W���ĨƵŶĚƐ�
ǁŽƵůĚ�ĐŽǀĞƌ�ƚŚŝƐ�ĞǆƉĞŶƐĞ�ŝĨ�W�y�ĚĞĨĂƵůƚĞĚ�ŽŶ�ƚŚĞ ůŽĂŶ͖
W���ƵƚŝůŝǌĞĚ�ƐƚĂƚĞ�ĞŶƚŝƚůĞŵĞŶƚ�ĨƵŶĚƐ�ƚŽ�ƉĂǇ�Ψϯ͘ϱϱŵŝůůŝŽŶ�;ŽǀĞƌ�
ϳϱйͿ�ŽĨ�ƚŚĞ�ůŽĂŶ�ƚŽ�ƚŚĞ�ůĞŶĚŝŶŐ�ĨŝŶĂŶĐŝĂů� ŝŶƐƚŝƚƵƚŝŽŶ�ŝŶ�ϮϬϭϱ͕�
ǁŝƚŚ� ƌĞŵĂŝŶŝŶŐ� ĨƵŶĚƐ� ĚĞƌŝǀĞĚ� ĨƌŽŵ� ĨĞĚĞƌĂů� ŐƌĂŶƚƐ� ĂŶĚ�
ĚŽŶĂƚĞĚ�ĨƵŶĚƐ͖
dŚĞ� ϮϬϭϱ� ĂƵĚŝƚĞĚ� ĨŝŶĂŶĐŝĂů� ƐƚĂƚĞŵĞŶƚƐ� ĚŝĚ� ŶŽƚ� ƌĞĐŽƌĚ� Ă�
ƌĞĐĞŝǀĂďůĞ�ďĂůĂŶĐĞ�ĨŽƌ�ƚŚĞ�ůŽĂŶ�ƉĂǇŵĞŶƚ�ĂŶĚ�ĚŝĚ�ŶŽƚ�ŝŶĚŝĐĂƚĞ�
ƉůĂŶƐ�ƚŽ�ƐĞĞŬ�ƌĞŝŵďƵƌƐĞŵĞŶƚ�ŽĨ�ƚŚĞ�ƉĂǇŵĞŶƚ ĨƌŽŵ�W�y͖
dŚĞ��ŶƚŝƚůĞŵĞŶƚ�hƚŝůŝǌĂƚŝŽŶ�ZĞƉŽƌƚ� ĨŽƌ�ϮϬϭϱ�ĚŝĚ�ŶŽƚ� ŝĚĞŶƚŝĨǇ�
ƚŚĞ� Ψϯ͘ϱϱ ŵŝůůŝŽŶ� ĂƐ� Ă� ůŽĂŶ� ƉĂǇ� ŽĨĨ͕� ďƵƚ� ƉŽƐƚĞĚ� ŝƚ� ĂƐ� ĂŶ� Ăŝƌ�
ƐĞƌǀŝĐĞ�ĚĞǀĞůŽƉŵĞŶƚ�ƉƌŽũĞĐƚ͖�ĂŶĚ
W��͛Ɛ�ϮϬϭϱ��ŶƚŝƚůĞŵĞŶƚ�hƚŝůŝǌĂƚŝŽŶ�ZĞƉŽƌƚ�ǁĂƐ�ŶŽƚ�ĨŝůĞĚ�ǁŝƚŚ�
ƚŚĞ� �ĞƉĂƌƚŵĞŶƚ� ŽĨ� �ǀŝĂƚŝŽŶ� ;�K�sͿ� ƵŶƚŝů� KĐƚŽďĞƌ� ϮϬϭϲ͘� /ƚ�
ǁŽƵůĚ�ŚĂǀĞ�ďĞĞŶ�ĚƵĞ�ŽŶ�:ƵůǇ�ϯϬ͕�ϮϬϭϱ�ŝĨ�ƚŚĞǇ�ŚĂĚ�ƌĞƋƵĞƐƚĞĚ�
ĚŝƐĐƌĞƚŝŽŶĂƌǇ�ĨƵŶĚƐ͘

EĞĞĚ� ĨŽƌ� ^ƚƌĞŶŐƚŚĞŶĞĚ DĂƐƚĞƌ� �ŐƌĞĞŵĞŶƚƐ� ďĞƚǁĞĞŶ� �ŝƌƉŽƌƚ�
^ƉŽŶƐŽƌƐ�ĂŶĚ��K�s
�K�s�ŚĂƐ�ĞǆĞĐƵƚĞĚ�ŵĂƐƚĞƌ�ĂŐƌĞĞŵĞŶƚƐ�ǁŝƚŚ�ĂŝƌƉŽƌƚ�ƐƉŽŶƐŽƌƐ͕�ǁŚŝĐŚ�
ƐĞƚ ƌĞƐƚƌŝĐƚŝŽŶƐ� ŽŶ� ƐƚĂƚĞ� ŐƌĂŶƚ� Žƌ� ĂůůŽĐĂƚŝŽŶ� ĨƵŶĚŝŶŐ� ƌĞĐĞŝǀĞĚ� ďǇ� ƚŚĞ�
ƐƉŽŶƐŽƌ͘� dŚĞ�ŵĂƐƚĞƌ� ĂŐƌĞĞŵĞŶƚƐ� ĂƌĞ� ŶŽƚ� ƐƚƌŽŶŐ� ĞŶŽƵŐŚ� ƚŽ� ĞŶĨŽƌĐĞ�
ĐŽŵƉůŝĂŶĐĞ�ǁŝƚŚ�ƐƚĂƚĞ�ĨƵŶĚŝŶŐ�ƌĞƋƵŝƌĞŵĞŶƚƐ͘

DĂŶĂŐĞŵĞŶƚ�ĐŽŶĐƵƌƌĞĚ�ǁŝƚŚ�ϭϵ ŽĨ�ϭϵ ƌĞĐŽŵŵĞŶĚĂƚŝŽŶƐ ĂŶĚ�ƉůĂŶƐ�ƚŽ�
ŝŵƉůĞŵĞŶƚ ĐŽƌƌĞĐƚŝǀĞ�ĂĐƚŝŽŶƐ ĨƌŽŵ�DĂǇ�ϮϬϭϳ ƚŽ�&ĞďƌƵĂƌǇ�ϮϬϭϴ͘

DĂǇ�ϮϬϭϳ

+,*+/,*+76

tŚǇ K^/' �ŽŶĚƵĐƚĞĚ�dŚŝƐ �ƵĚŝƚ
/Ŷ�:ĂŶƵĂƌǇ�ϮϬϭϳ͕��K�s�ďĞĐĂŵĞ�ĂǁĂƌĞ�ŽĨ�ƉŽƚĞŶƚŝĂů�
ŵŝƐĂƉƉƌŽƉƌŝĂƚŝŽŶ� ŽĨ� ƐƚĂƚĞ� ĨƵŶĚƐ� ďǇ� ĂŶ� ĂŝƌƉŽƌƚ�
ƐƉŽŶƐŽƌ͘��ĂƐĞĚ�ŽŶ�ƚŚŝƐ�ƉŽƚĞŶƚŝĂů�ŵŝƐĂƉƉƌŽƉƌŝĂƚŝŽŶ͕�
ĂŶĚ� Ăƚ� ƚŚĞ� ƌĞƋƵĞƐƚ� ŽĨ� ƚŚĞ� ^ĞĐƌĞƚĂƌǇ� ŽĨ�
dƌĂŶƐƉŽƌƚĂƚŝŽŶ͕�K^/'�ĐŽŶĚƵĐƚĞĚ ĂŶ�ĂƵĚŝƚ�ŽĨ��K�s�
ƉƌŽĐĞĚƵƌĞƐ� ƌĞŐĂƌĚŝŶŐ� ŽǀĞƌƐŝŐŚƚ� ŽĨ� ƐƚĂƚĞ� ĨƵŶĚĞĚ�
ƉƌŽŐƌĂŵƐ͘

tŚĂƚ�K^/'�ZĞĐŽŵŵĞŶĚƐ
�K�s� ƐŚŽƵůĚ� ƌĞƋƵŝƌĞ ĂƵĚŝƚĞĚ� ĨŝŶĂŶĐŝĂů�
ƐƚĂƚĞŵĞŶƚƐ� ĂŶĚ� �ŶƚŝƚůĞŵĞŶƚ� hƚŝůŝǌĂƚŝŽŶ�
ZĞƉŽƌƚƐ� ďĞ� ƐƵďŵŝƚƚĞĚ� ĂŶŶƵĂůůǇ� ƚŽ� �K�s� ďǇ�
ĞƐƚĂďůŝƐŚĞĚ�ĚĞĂĚůŝŶĞƐ͘�
�K�s� ƐŚŽƵůĚ� ƌĞǀŝĞǁ� ƚŚĞ� ĂƵĚŝƚĞĚ� ĨŝŶĂŶĐŝĂů�
ƐƚĂƚĞŵĞŶƚƐ� ĂŶĚ� �ŶƚŝƚůĞŵĞŶƚ� hƚŝůŝǌĂƚŝŽŶ�
ZĞƉŽƌƚƐ� ƚŽ� ĂƐƐŝƐƚ� ŝŶ� ŝĚĞŶƚŝĨǇŝŶŐ� ƉŽƚĞŶƚŝĂů�
ĨŝŶĂŶĐŝĂů� ŝƐƐƵĞƐ� ĂŶĚ� ĞŶƐƵƌĞ� ƐƚĂƚĞ� ĨƵŶĚƐ� ĂƌĞ�
ďĞŝŶŐ�ŚĂŶĚůĞĚ�ŝŶ�ĂĐĐŽƌĚĂŶĐĞ�ǁŝƚŚ�ƌĞŐƵůĂƚŝŽŶƐ�
ĂŶĚ�ƉƌŽĐĞĚƵƌĞƐ͘

�K�s� ƐŚŽƵůĚ� ƐƚƌĞŶŐƚŚĞŶ� ŝƚƐ� ŵĂƐƚĞƌ�
ĂŐƌĞĞŵĞŶƚƐ� ǁŝƚŚ� ƐƉŽŶƐŽƌƐ� ƚŽ� ŝŶĐůƵĚĞ�
ƐƚĂƚĞŵĞŶƚƐ� ƌĞůĂƚĞĚ� ƚŽ� ĂůůŽǁĂďůĞ� ĐŽƐƚƐ͖�
ůŝƚŝŐĂƚŝŽŶ� ƉƌŽƚĞĐƚŝŽŶ͖� ĂĐĐŽƵŶƚŝŶŐ� ƐǇƐƚĞŵ�
ŽǀĞƌƐŝŐŚƚ͖� ƌĞĐŽƌĚŬĞĞƉŝŶŐ͕� ƌĞƉŽƌƚ� ĂŶĚ�
ŝŶƐƉĞĐƚŝŽŶ� ƌĞƋƵŝƌĞŵĞŶƚƐ͖� ƚŚĞ� ƌŝŐŚƚͲƚŽͲĂƵĚŝƚ�
ĐůĂƵƐĞ͖ ĂŶĚ� ƚŚĞ� ƌŝŐŚƚ� ƚŽ� ĂŵĞŶĚͬǁŝƚŚĚƌĂǁ�
ŐƌĂŶƚƐ͘

&Žƌ�ŵŽƌĞ�ŝŶĨŽƌŵĂƚŝŽŶ͕�ƉůĞĂƐĞ�ĐŽŶƚĂĐƚ�K^/'�
Ăƚ�;ϴϬϰͿ�ϲϮϱͲϯϮϱϱ�Žƌ�ǁǁǁ͘ŽƐŝŐ͘ǀŝƌŐŝŶŝĂ͘ŐŽǀ
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6FRSH���������������������������������������������������������������������������������������������������������������������������������������������������������������������

2EMHFWLYHV�������������������������������������������������������������������������������������������������������������������������������������������������������������

0HWKRGRORJ\��������������������������������������������������������������������������������������������������������������������������������������������������������

)LQGLQJV ����������������������������������������������������������������������������������������������������������������������������������������������������������������

3HUIRUP�)LQDQFLDO�5HYLHZV�RI�$LUSRUW�6SRQVRUV���������������������������������������������������������������������������������������

6WUHQJWKHQ�WKH�0DVWHU�$JUHHPHQWV�EHWZHHQ�$LUSRUW�6SRQVRUV�DQG�'HSDUWPHQW�RI�$YLDWLRQ�����������

6WUHQJWKHQ�&RQWUROV�RYHU�6WDWH�)XQGLQJ�8VDJH�DQG�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW�5HYLHZV ����������

&RQGXFW�$XGLWV�RI�$LUSRUW�6SRQVRUV ���������������������������������������������������������������������������������������������������������

6WUHQJWKHQ�WKH�3URJUDP�&RPSOLDQFH�3URFHVV� �����������������������������������������������������������������������������������������

5HTXLUH�DGGLWLRQDO�,QVXUDQFH�&RYHUDJH�WR�(QVXUH�3URWHFWLRQ�RI�6WDWH�)XQGV�������������������������������������

$XGLW�5HVXOWV�������������������������������������������������������������������������������������������������������������������������������������������������������
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%$&.*5281'
7KH�9LUJLQLD�'HSDUWPHQW�RI�$YLDWLRQ��'2$9��LV�D�VWDWH�WUDQVSRUWDWLRQ�DJHQF\�ZKRVH�PLVVLRQ�LV�
WR� FXOWLYDWH� DQ DGYDQFHG� DYLDWLRQ� V\VWHP� WKDW� LV� VDIH�� VHFXUH� DQG� SURYLGHV� IRU� HFRQRPLF�
GHYHORSPHQW�� SURPRWHV DYLDWLRQ� DZDUHQHVV� DQG� HGXFDWLRQ�� DQG� SURYLGHV WKH� VDIHVW� DQG� PRVW�
HIILFLHQW�IOLJKW�VHUYLFHV�IRU�&RPPRQZHDOWK�OHDGHUVKLS�DQG�VWDWH�DJHQFLHV�

7KH�9LUJLQLD�$YLDWLRQ�%RDUG��9$%��LV�D�SROLWLFDO�VXEGLYLVLRQ�RI�WKH�&RPPRQZHDOWK�FRQVLVWLQJ�RI�
HLJKW�PHPEHUV�DSSRLQWHG�E\�WKH�*RYHUQRU�DQG�FRQILUPHG�E\�WKH�*HQHUDO�$VVHPEO\���)XQFWLRQV�RI�
WKH� %RDUG� LQFOXGH� SXEOLFL]LQJ� DQG PRQLWRULQJ� '2$9� SROLFLHV� DQG� SURJUDPV�� SURPXOJDWLQJ�
UHJXODWLRQV� QHFHVVDU\� WR� SURPRWH� DQG� GHYHORS� VDIH� DYLDWLRQ� SUDFWLFHV�� HVWDEOLVKLQJ ILQDQFLDO�
DVVLVWDQFH�SURJUDPV��DQG�DOORFDWLQJ IXQGV�IRU�FDSLWDO�LPSURYHPHQW�SURMHFWV�

7KH $LUSRUW�3URJUDP�0DQXDO�KDV�EHHQ�FUHDWHG�WR�GRFXPHQW�WKH�UHTXLUHPHQWV�RI�SURJUDPV�PDQDJHG�
E\� WKH� '2$9�� $FFRUGLQJ� WR� WKH� '2$9� $LUSRUW� 3URJUDP� 0DQXDO �3URJUDP� 0DQXDO��� ³WKH�
&RPPRQZHDOWK� RI� 9LUJLQLD� PDLQWDLQV� RQH� RI� WKH� QDWLRQ¶V� PRVW� FRPSUHKHQVLYH� DQG� DGYDQFHG�
VWDWHZLGH�DYLDWLRQ�V\VWHPV�´�7R�VXSSRUW�WKH�FRQWLQXLQJ�JURZWK�DQG�RSHUDWLRQ�RI�WKLV�V\VWHP��WKH�
9$%�KDV�GHYHORSHG�IXQGLQJ�SURJUDPV�WR�DVVLVW�$LUSRUW�6SRQVRUV��VSRQVRUV� RI�SXEOLF�XVH�DLUSRUWV�
ZLWK�D�YDULHW\�RI�LPSURYHPHQW�DFWLYLWLHV�UDQJLQJ�IURP�SODQQLQJ�WR�FRQVWUXFWLRQ�WR�SURPRWLRQV��7KH�
IXQGLQJ�SURJUDPV�DUH�

$LUSRUW�&DSLWDO�3URJUDP

)DFLOLWLHV�DQG�(TXLSPHQW�3URJUDP

9ROXQWDU\�6HFXULW\�3URJUDP

0DLQWHQDQFH�3URJUDP

$YLDWLRQ�3URPRWLRQ�3URJUDP

$LU�6HUYLFH�'HYHORSPHQW�DQG�(QKDQFHPHQW�3URJUDP

)RU�HDFK�RI�WKHVH�SURJUDPV��'2$9 SURYLGHV�ILQDQFLDO�DQG�WHFKQLFDO�DVVLVWDQFH�WR�HOLJLEOH�DLUSRUW�
VSRQVRUV� IRU� WKH�SODQQLQJ��GHYHORSPHQW�� SURPRWLRQ�� FRQVWUXFWLRQ� DQG�RSHUDWLRQ�RI� DLUSRUWV� DQG�
DYLDWLRQ� IDFLOLWLHV��7KH�3URJUDP�0DQXDO�SURYLGHV� LQIRUPDWLRQ�RQ�ZKDW�SURMHFWV�DUH� HOLJLEOH� IRU�
IXQGLQJ��SHUFHQWDJH�RI�VWDWH�SDUWLFLSDWLRQ��DQG�WKH�SURFHVV�IRU�REWDLQLQJ�IXQGLQJ�IURP�VXEPLVVLRQ�
RI�WKH�SURMHFW�UHTXHVW�WR�UHFHLYLQJ�WKH�UHLPEXUVHPHQW�

7KHUH�DUH�WKUHH�FODVVLILFDWLRQV�IRU�DLUSRUWV�WKDW�UHFHLYH�WKHVH�IXQGV�

$LU�&DUULHU�$LUSRUWV�(QWLWOHPHQW�)XQGV

$LU�&DUULHU�5HOLHYHU�'LVFUHWLRQDU\�)XQGV

*HQHUDO�$YLDWLRQ�'LVFUHWLRQDU\�)XQGV

)URP�WKH�7UDQVSRUWDWLRQ�7UXVW�)XQG��'2$9�UHFHLYHV�DSSUR[LPDWHO\�����PLOOLRQ�DQQXDOO\�������
RI�WKH�7UDQVSRUWDWLRQ�7UXVW�)XQG���ZKLFK�LV�GLVEXUVHG�WR�DLUSRUWV WKURXJK�HLWKHU�RI�WKH�DERYH�WKUHH�
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PHWKRGV�� $FFRUGLQJ� WR� &RGH� RI� 9LUJLQLD M ���������� WKH� IROORZLQJ� LV� D� EUHDNGRZQ� RI� WKHVH�
GLVEXUVHPHQWV�

�����(QWLWOHPHQW�)XQGV��RI�WKHVH�IXQGV�DUH�DOORFDWHG�WR�DLU�FDUULHU�DLUSRUWV��EDVHG�XSRQ�
SHUFHQWDJH�RI�HQSODQHPHQWV��RI�ZKLFK�QR�DLU�FDUULHU�DLUSRUW�VKDOO�UHFHLYH�OHVV�WKDQ���������
QRU�PRUH�WKDQ����PLOOLRQ�DQQXDOO\�

���� �'LVFUHWLRQDU\� )XQGV�� VKDOO� EH� DOORFDWHG� WR� WKH� 9$%� IRU� DLU� FDUULHU� DQG� UHOLHYHU�
DLUSRUWV��DQG

�����'LVFUHWLRQDU\�)XQGV��VKDOO�EH�DOORFDWHG�E\�WKH�9$%�IRU�JHQHUDO�DYLDWLRQ�DLUSRUWV��

(QWLWOHPHQW�IXQGV�DUH�GLVEXUVHG�WKUHH�WLPHV�D�\HDU�WR�WKH�LQGLYLGXDO�DLUSRUWV��6HSWHPEHU��'HFHPEHU�
DQG�0DUFK���� 'LVFUHWLRQDU\�IXQGV�DUH�SURMHFW�EDVHG� $LUSRUWV�PXVW VXEPLW�SURMHFW�UHTXHVWV�WKURXJK�
DQ�,4�3RUWDO�ZLWK�GHWDLOHG�LQIRUPDWLRQ�UHJDUGLQJ�WKH�SURMHFWV�DQG�PXVW EH�DSSURYHG�WKURXJK�WKH�
9$%� )XQGLQJ�LV�WKHQ�DOORFDWHG�DQG WKH�VSRQVRUV¶ GLVEXUVHPHQWV�DUH�UHLPEXUVHG DIWHU�LQYRLFHV�DQG�
DOO�UHODWHG�GRFXPHQWV�KDYH�EHHQ�UHYLHZHG�E\�'2$9�VWDII�

$FFRUGLQJ�WR�WKH�3URJUDP�0DQXDO��³LW�LV�WKH�H[SUHVVHG�LQWHQW�RI�WKH�9$%�WKDW�DQ�DLU�FDUULHU�DLUSRUW�
VSRQVRU� WRWDOO\� REOLJDWHV� LWV� VWDWH� HQWLWOHPHQW� IXQGV� SULRU� WR� WKDW� VSRQVRU� UHFHLYLQJ� DQ\� VWDWH�
GLVFUHWLRQDU\� IXQG� DOORFDWLRQV�� 7KHVH� IXQGV� LQFOXGH� XQH[SHQGHG� VWDWH� HQWLWOHPHQW� IXQGV� IURP�
SUHYLRXV� ILVFDO� \HDUV�� LQWHUHVW�HDUQHG�RQ�VWDWH� HQWLWOHPHQW� IXQGV��DQG�SDVVHQJHU� IDFLOLW\�FKDUJHV�
XVHG�WR�UHLPEXUVH�VWDWH�HQWLWOHPHQW�IXQG�DFFRXQWV�´�6SRQVRUV�GHWHUPLQH�WKH�H[SHQGLWXUH�RI�VWDWH�
HQWLWOHPHQW�IXQGV��KRZHYHU��LW LV�WKH�9$%¶V�LQWHQW�WKDW�WKHVH�IXQGV�EH�XVHG�DV�WKH�VWDWH¶V�VKDUH�RI�
FRVWV�IRU�HOLJLEOH�IHGHUDOO\�IXQGHG�SURMHFWV��

6WDWH�HQWLWOHPHQW�IXQGV�FDQ�EH�XVHG�IRU�DQ\�SURMHFW�HOLJLEOH�XQGHU�WKH�$LUSRUW�&DSLWDO�3URJUDP��
)DFLOLWLHV�DQG�(TXLSPHQW�3URJUDP�DQG�0DLQWHQDQFH�3URJUDP��2SHUDWLRQDO�FRVWV�DUH�QRW�HOLJLEOH�
XQGHU�DQ\�VWDWH�IXQGLQJ�SURJUDP��$FFRUGLQJ�WR�WKH�3URJUDP�0DQXDO��³FHUWDLQ�SURMHFWV�KDYH�EHHQ�
GHWHUPLQHG� WR� EH� HOLJLEOH� RQO\� IRU� WKH� H[SHQGLWXUH� RI� VWDWH� HQWLWOHPHQW� IXQGV�� UHIHUUHG� WR� DV�
HQWLWOHPHQW�RQO\�SURMHFWV��3URMHFWV�WKDW�DUH�HOLJLEOH�RQO\�IRU�VWDWH�HQWLWOHPHQW�IXQGV�LQFOXGH��EXW�DUH�
QRW�OLPLWHG�WR�

'HEW�VHUYLFH�UHWLUHPHQW�

$LUFUDIW�UHPRYDO�V\VWHPV�

&RQVWUXFWLRQ� RI� $LUFUDIW� 5HVFXH� DQG� )LUHILJKWLQJ� �$5))� VLPXODWRU� IDFLOLWLHV� DQG� WKH�
SURYLVLRQ�RI�WKHLU�UHODWHG�HTXLSPHQW��VXFK�DV�VLPXODWRU�SDG��DLUILHOG�DFFHVV��DQG�SURSDQH�

0DLQWHQDQFH�FRQWUDFWV�DQG�UHSDLUV�UHODWHG�WR�V\VWHPV�DQG�HTXLSPHQW�

3XUFKDVH�RI�HTXLSPHQW�IRU�VQRZ�RU�LFH�UHPRYDO�DQG�WUHDWPHQW�WKDW�H[FHHGV�D�VQRZ�UHPRYDO�
HTXLSPHQW�SODQ�IRU�D�)HGHUDO�$LUSRUW�5HJXODWLRQ��)$5� 3DUW�����DLUSRUW�

3XUFKDVH�RI�ILUHDUPV�DQG�ERG\�DUPRU�IRU�ODZ�HQIRUFHPHQW�RIILFHUV�HPSOR\HG�E\�WKH�DLUSRUW�

3URFXUHPHQW�RI�HTXLSPHQW��YLGHRV��DQG�FRQVXOWDQW�VHUYLFHV�XVHG�WR�PHHW�)$5�3DUW�����DQG�
76$5����� �DLUSRUW�VHFXULW\� WUDLQLQJ�UHTXLUHPHQWV��DQG
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%DFNJURXQG �

,PSURYHPHQWV� DQG� WUDLQLQJ� QHHGHG� IRU�2FFXSDWLRQDO� 6DIHW\� DQG�+HDOWK� $GPLQLVWUDWLRQ�
�26+$� FRPSOLDQFH�

3URMHFWV�WKDW�DUH�QRW�OLVWHG�KDYH�EHHQ�GHWHUPLQHG�WR�EH�RXWVLGH�RI�QRUPDO�SURMHFW�H[SHQGLWXUHV��,I�
WKH�VSRQVRUV�RI�DQ�DLU�FDUULHU DLUSRUW�XVH�VWDWH�HQWLWOHPHQW�IXQGV�IRU�VXFK�D�SURMHFW��WKH�VWDWH¶V�VKDUH�
RI�WKH�SURMHFW�FRVW�ZLOO�EH�FRXQWHG�DJDLQVW�QHZ�UHTXHVWV�IRU�VWDWH�GLVFUHWLRQDU\�IXQGLQJ��3URMHFWV�
ZLOO�EH�UHWDLQHG�LQ�WKH�DFFRXQWLQJ�XQWLO�WKH\�DUH�GHGXFWHG�IURP�D�VWDWH�GLVFUHWLRQDU\�SURMHFW�UHTXHVW�
RU�WKH\�KDYH�EHHQ�RQ�UHFRUG�IRU�VL[�ILVFDO�\HDUV��DW�ZKLFK�WLPH�WKH�SURMHFW�ZLOO�EH�UHPRYHG�IURP�
WKH�DFFRXQWLQJ�

3URMHFWV�WKDW�DUH�FRQVLGHUHG�RXWVLGH�RI�QRUPDO�SURMHFW�H[SHQGLWXUHV�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR�

$YLDWLRQ�SURPRWLRQ�SURMHFWV�

$LU�VHUYLFH�GHYHORSPHQW�SURMHFWV�

/DQGVLGH�SDVVHQJHU�VKXWWOHV�

5HFXUULQJ�RSHUDWLRQDO�FRVWV��DQG

$LUSRUW�SHUVRQQHO�VDODULHV�DQG�EHQHILWV�

3HU�WKH�3URJUDP�0DQXDO��³DLU�FDUULHU�DLUSRUWV�PD\�XVH�WKHLU�VWDWH�HQWLWOHPHQW�IXQGV�WR�FRYHU�����
SHUFHQW�RI�WKH�QRQ�IHGHUDO�VKDUH�RI�IHGHUDO�SURMHFWV��7KLV�SURYLVLRQ�DSSOLHV�RQO\�WR�IHGHUDOO\�IXQGHG�
SURMHFWV�ZKHUH�VWDWH�HQWLWOHPHQW�IXQGV�ZLOO�EH�XVHG�VROHO\�WR�IXQG�WKH�HQWLUH�QRQ�IHGHUDO�DPRXQW��
:KHQ� DQ� DLUSRUW� VSRQVRU� RU� SURMHFW� LV� QRW� HOLJLEOH� IRU� IHGHUDO� IXQGV� RU� IHGHUDO� IXQGV� DUH� QRW�
DYDLODEOH��VWDWH�HQWLWOHPHQW�IXQGV�PD\�EH�XVHG�IRU�WKH�VWDWH�IXQGHG�SURMHFWV��)RU�PRVW�VWDWH�IXQGHG�
SURMHFWV��VWDWH�HQWLWOHPHQW�IXQGV�PD\�EH�XVHG�IRU�D�PD[LPXP�RI����SHUFHQW�RI�HOLJLEOH�SURMHFW�FRVWV�

7KHUH�DUH����SXEOLF�XVH�DLUSRUWV� LQ� WKH�9LUJLQLD�$LU�7UDQVSRUWDWLRQ�6\VWHP��1LQH�RI� WKH����DUH�
FRPPHUFLDO� VHUYLFH� DLUSRUWV�� 6HYHQ� FRPPHUFLDO� VHUYLFH� DLUSRUWV� DQG�0HWURSROLWDQ�:DVKLQJWRQ�
$LUSRUWV� $XWKRULW\� �0:$$�� DUH� HOLJLEOH� IRU� HQWLWOHPHQW� IXQGV�� 7KH� EDODQFH� ���� DLUSRUWV�� DUH�
FRQVLGHUHG�JHQHUDO�DYLDWLRQ�DLUSRUWV�DQG�DUH�HOLJLEOH�IRU�VWDWH�GLVFUHWLRQDU\�IXQGLQJ��

,Q�-DQXDU\�������26,*ZDV�DVNHG�E\�WKH�6HFUHWDU\�RI�7UDQVSRUWDWLRQ�WR�FRQGXFW�D�UHYLHZ�RI�'2$9�
EDVHG� RQ� D� FRPSODLQW� WKDW� KDG� EHHQ� UHFHLYHG� DOOHJLQJ� WKDW� WKH� 3HQLQVXOD�$LUSRUW� &RPPLVVLRQ�
�3$&��KDG�PLVDSSURSULDWHG�VWDWH�HQWLWOHPHQW�IXQGV��3$&�JXDUDQWHHG D�ORDQ�IRU�D�SULYDWH�DLUOLQH��
3HRSOH�([SUHVV��,QF���3(;���WKDW GHIDXOWHG�RQ�WKH�ORDQ�UHTXLULQJ�3$&�WR�SD\�WKH�ORDQ�LQ�IXOO�WR�WKH�
ILQDQFLDO� LQVWLWXWLRQ��%DVHG� RQ� WKLV� UHTXHVW�26,*� LQLWLDWHG� D� UHYLHZ�RI�'2$9¶V� SURFHVVHV� DQG�
SURFHGXUHV�UHJDUGLQJ�WKH�KDQGOLQJ�RI�SURMHFWV�ZLWKLQ�HDFK�IXQGLQJ�SURJUDP VSHFLILF�WR�3$&��EXW�
DOVR�UHYLHZHG�RWKHU�DLUSRUW�VSRQVRUV�DV�ZHOO�WR�HQVXUH�IXQGLQJ�IRU�HDFK�SURJUDP�ZDV�EHLQJ�XWLOL]HG�
LQ�DFFRUGDQFH�ZLWK�UHJXODWLRQV� 6HSDUDWHO\��WKH�9LUJLQLD�'HSDUWPHQW�RI�7UDQVSRUWDWLRQ��9'27��
ZDV� HQJDJHG� WR� FRQGXFW� DQ� LQYHVWLJDWLRQ� LQWR�3$&¶V� ILQDQFHV� DQG� KDQGOLQJ� RI� WKH� DJUHHPHQWV�
EHWZHHQ�3$&�DQG�3(;�
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6FRSH��2EMHFWLYHV��0HWKRGRORJ\ �

6&23(
7KH�VFRSH�RI�WKLV�DXGLW LV�VSHFLILF�WR�IXQGV�WUDQVIHUUHG�IURP�'2$9�WR�3$&�IRU�&DSLWDO�3URMHFWV�
DXWKRUL]HG�E\�'2$9�DQG�SDLG�IRU�E\�WKH�&DSLWDO�$LUSRUW�)XQG��3URMHFWV�IXQGHG�IURP -XO\��������
WKURXJK 0DUFK��������� DUH�LQFOXGHG��7KLV WLPHIUDPH�LV�LQWHQGHG�WR�FDSWXUH�WKH�IXQGV�WKH�VWDWH�
SDLG�WR�3$&�DQG�3$&�SDLG�WR�D�SULYDWH�EDQN�DV�D�JXDUDQWRU�RQ�WKH�ORDQ��7KH�VWDWH�SRUWLRQ RI�WKH�
�����PLOOLRQ ORDQ SD\PHQW ZDV�PRUH�WKDQ������ PLOOLRQ��

2%-(&7,9(6�
2EMHFWLYHV�RI�WKLV�DXGLW�ZHUH�

'HWHUPLQH�ZKHWKHU�IXQGLQJ�SURJUDPV��$LUSRUW�&DSLWDO��)DFLOLWLHV�	�(TXLSPHQW��9ROXQWDU\�
6HFXULW\��0DLQWHQDQFH��$YLDWLRQ�3URPRWLRQ��$LU�6HUYLFH�'HYHORSPHQW�DQG�(QKDQFHPHQW��
SURFHVVHV�DUH�LQ�SODFH�WR�HQVXUH�UHFLSLHQWV��VSHFLILFDOO\ 3$&��DUH�SURSHUO\�XWLOL]LQJ�IXQGV�
LQ�DFFRUGDQFH�ZLWK�UHJXODWLRQV�

(YDOXDWH� WKH� ILQDQFLDO� VWDWHPHQW�H[WHUQDO� DXGLW� UHYLHZ� SURFHVV�ZLWKLQ�'2$9� WR� HQVXUH�
LQIRUPDWLRQ�LV�EHLQJ�UHYLHZHG�SURSHUO\�WR�LGHQWLI\�DQ\�SRWHQWLDO�GLVFUHSDQFLHV�RI�VWDWH�IXQG�
XVDJH��

0(7+2'2/2*<
26,*� FRQGXFWHG� WKLV� SHUIRUPDQFH� DXGLW� LQ� DFFRUGDQFH� ZLWK� JHQHUDOO\� DFFHSWHG� JRYHUQPHQW�
DXGLWLQJ� VWDQGDUGV�� 7KRVH� VWDQGDUGV� UHTXLUH� WKDW� 26,*� SODQ� DQG� SHUIRUP� WKH� DXGLW� WR� REWDLQ�
VXIILFLHQW�� DSSURSULDWH� HYLGHQFH� WR� SURYLGH� D� UHDVRQDEOH�EDVLV� IRU� WKH� ILQGLQJV� DQG�FRQFOXVLRQV�
EDVHG�RQ� WKH�DXGLW�REMHFWLYHV��26,*�EHOLHYHV� WKDW� WKH�HYLGHQFH�REWDLQHG�SURYLGHV�D� UHDVRQDEOH�
EDVLV�IRU�WKH�ILQGLQJV�DQG�FRQFOXVLRQ�EDVHG�RQ�WKH�DXGLW�REMHFWLYHV�

26,*�DSSOLHG�YDULRXV�PHWKRGRORJLHV�GXULQJ�WKH�DXGLW�SURFHVV�WR�JDWKHU�DQG�DQDO\]H�LQIRUPDWLRQ�
SHUWLQHQW� WR� WKH�DXGLW� VFRSH�DQG� WR�DVVLVW�ZLWK�GHYHORSLQJ�DQG� WHVWLQJ� WKH�DXGLW�REMHFWLYHV��7KH�
PHWKRGRORJLHV�LQFOXGHG�WKH�IROORZLQJ�

&RQGXFWLQJ�LQWHUYLHZV�DQG�REVHUYDWLRQV�ZDON�WKURXJKV�

([DPLQLQJ�SROLFLHV�DQG�SURFHGXUHV�WR�JDLQ�DQ�XQGHUVWDQGLQJ RI�WKH�DXGLW�DUHD�

$VVHVVLQJ�WKH�SURFHVVHV�IRU�HIILFLHQF\�DQG�HIIHFWLYHQHVV��

&ROOHFWLQJ�DQG�DQDO\]LQJ�UHOHYDQW�GDWD��DQG

5HVHDUFKLQJ� SURFHVVHV� UHJDUGLQJ� PDVWHU� DJUHHPHQWV� EHWZHHQ� DLUSRUW� VSRQVRUV� DQG� WKH�
)HGHUDO�$YLDWLRQ�$GPLQLVWUDWLRQ��)$$��
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5HSRUW�)LQGLQJV ��

),1',1*6

3HUIRUP�)LQDQFLDO�5HYLHZV�RI�$LUSRUW�6SRQVRUV�

6WDWH�HQWLWOHPHQW�IXQGV�DUH�DOORFDWHG�DQQXDOO\�WR�VSRQVRUV�RI�DLUSRUWV�WKDW�KDYH�VFKHGXOHG�DLU�FDUULHU�
VHUYLFH�LQ�DFFRUGDQFH�ZLWK�&RGH�RI�9LUJLQLD M ���������$���7KH�DPRXQW�DOORFDWHG�WR�HDFK�DLUSRUW�
LV�FDOFXODWHG�RQ�WKH�EDVLV�RI�WKH�SUHYLRXV�FDOHQGDU�\HDU¶V�HQSODQHG�SDVVHQJHUV�DW�WKH�DLUSRUW�DV�D�
SHUFHQWDJH�RI�WKH�WRWDO�HQSODQHG�SDVVHQJHUV�LQ�WKH�&RPPRQZHDOWK��(QWLWOHPHQW�IXQGV�PD\�EH�XVHG�
IRU������RI�WKH�QRQ�IHGHUDO�SRUWLRQ�RI�SURMHFWV�WKDW�DUH�IXQGHG�XQGHU�SURYLVLRQV�RI�WKH�)HGHUDO�
$LUSRUW� ,PSURYHPHQW� 3URJUDP� DQG� IRU� YDULRXV� SURMHFWV� QRW� IXQGHG� E\� WKH� )HGHUDO� $LUSRUW�
,PSURYHPHQW� 3URJUDP�� '2$9� KDV� SURYLGHG� 3$&� ZLWK� DSSUR[LPDWHO\� ��� PLOOLRQ� LQ� VWDWH�
HQWLWOHPHQW�IXQGV�DQQXDOO\�VLQFH�������

$FFRUGLQJ�WR�'2$9��WKH�RQO\�ILQDQFLDO�UHSRUW�REWDLQHG�IURP�DLUSRUW�VSRQVRUV�LV�WKH�(QWLWOHPHQW�
8WLOL]DWLRQ� 5HSRUW�� ZKLFK� SURYLGHV� DQ� DQQXDO� DFFRXQWLQJ� RI� WKH� SUHYLRXV� ILVFDO� \HDU¶V� VWDWH�
HQWLWOHPHQW�IXQG�H[SHQGLWXUHV��7KH�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW��IURP�WKH�DLUSRUW�VSRQVRUV� LV
UHTXLUHG�DQQXDOO\�DFFRUGLQJ�WR�WKH�3URJUDP�0DQXDO�SDUDJUDSK���������$LU�&DUULHU�$LUSRUWV�FDQQRW�
JHW�GLVFUHWLRQDU\�IXQGV�LI�WKH\�GR�QRW�KDYH�D�9$%�DSSURYHG�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW�IRU�WKH�
SULRU�ILVFDO�\HDU���'2$9�GRHV�QRW�UHTXLUH�D�FRS\�RI�WKH�DLUSRUW�VSRQVRU¶V�DQQXDO�DXGLWHG�ILQDQFLDO�
VWDWHPHQWV�

26,*� REWDLQHG� FRSLHV� RI� 3$&¶V������±������DXGLWHG� ILQDQFLDO� VWDWHPHQWV� IURP� WKH� 9LUJLQLD�
5HVRXUFH � $XWKRULW\�� DQG� )<����� ±� )<����� (QWLWOHPHQW� 8WLOL]DWLRQ� 5HSRUWV� IURP '2$9���
7KLV� ZDV� GRQH� WR� VKRZ� WKDW� LI� '2$9� KDG� UHFHLYHG� WKH� ILQDQFLDO� VWDWHPHQWV� DORQJ� ZLWK� WKH�
(QWLWOHPHQW� 8WLOL]DWLRQ� 5HSRUWV�� LW� ZRXOG� KDYH� DVVLVWHG� LQ� LGHQWLI\LQJ� VWDWH� IXQGV� WKDW� ZHUH�
SRWHQWLDOO\�PLVXVHG� WR� JXDUDQWHH� D� ORDQ� IRU� D� SULYDWH� DLUOLQH�� DQG� WR� GHWHUPLQH� LI� DQ\WKLQJ�ZDV�
QRWHG� RQ� WKH�(QWLWOHPHQW�8WLOL]DWLRQ� 5HSRUW� UHODWHG� WR� D� ORDQ� JXDUDQWHH�� � 3$&� VXEPLWWHG� WKH�
DQQXDO� (QWLWOHPHQW� 8WLOL]DWLRQ� 5HSRUWV� WR� '2$9� DV� UHTXLUHG� E\� WKH� 3URJUDP� 0DQXDO� HYHQ�
WKRXJK�WKH\�GLG�QRW�XVH�GLVFUHWLRQDU\�IXQGV�GXULQJ�WKLV�WLPH�SHULRG��

7KURXJK�D�UHYLHZ�RI�WKH�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�WKH�IROORZLQJ�ZDV�QRWHG��

,Q�LWV������DXGLWHG�ILQDQFLDO�VWDWHPHQW��3$&�LGHQWLILHG�LW�KDG�JXDUDQWHHG�D����PLOOLRQ�OLQH
RI�FUHGLW�ORDQ�IRU�3HRSOH�([SUHVV��,QF���3(;��LQ�-XQH������

7KH�UHSRUW�GLG�QRW�LQGLFDWH�ZKDW�3$&�IXQGV�ZRXOG�FRYHU�WKLV�H[SHQVH�LI�3(;�GHIDXOWHG�RQ
WKH�ORDQ�

3$&�XWLOL]HG�VWDWH�HQWLWOHPHQW�IXQGV�WR�SD\�������PLOOLRQ��RYHU������RI� WKH�ORDQ�WR�WKH
OHQGLQJ�ILQDQFLDO�LQVWLWXWLRQ�LQ�������ZLWK�UHPDLQLQJ�IXQGV�GHULYHG�IURP�IHGHUDO�JUDQWV�DQG
GRQDWHG�IXQGV�

7KH������DXGLWHG�ILQDQFLDO�VWDWHPHQWV�GLG�QRW�DSSHDU�WR�UHFRUG�D�UHFHLYDEOH�EDODQFH�IRU�WKH
ORDQ�SD\PHQW�DQG�GLG�QRW�LQGLFDWH�SODQV�WR�VHHN�UHLPEXUVHPHQW�RI�WKH�SD\PHQW�IURP�3(;�
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Sticky Note
We did apply for discretionary money the year Towne Bank defaulted the loan.  The PAC was awarded a substantial amount of discretionary money and subsequently turned it down due to the transfer of funds from a previous entitlement funded project to service the debt requirement on the loan.   The PAC also submitted the  EUR in October 2016.

kenne
Highlight

kenne
Sticky Note
This has been changed to reflect the new restrictions.
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5HSRUW�)LQGLQJV �

7KH�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW�IRU������GLG�QRW�LGHQWLI\�WKH������ PLOOLRQ�DV�D�ORDQ�
SD\�RII��EXW�SRVWHG�LW�DV�DQ�DLU�VHUYLFH�GHYHORSPHQW�SURMHFW��DQG

3$&¶V������(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW�ZDV�QRW�ILOHG�ZLWK�WKH�'HSDUWPHQW�RI�$YLDWLRQ�
�'2$9��XQWLO�2FWREHU�������,W�ZRXOG�KDYH�EHHQ�GXH�RQ�-XO\����������LI�WKH\�KDG�UHTXHVWHG�
GLVFUHWLRQDU\�IXQGV�

'2$9�GRHV�QRW�UHTXHVW�FRSLHV�RI�DQQXDO�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�IURP�DLUSRUW FRPPLVVLRQV��
,W�RQO\�UHYLHZV WKH�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV��ZKLFK�DUH�UHTXLUHG�WR�EH�WXUQHG�LQ�E\�DLUSRUW�
VSRQVRUV�LI�WKH\�LQWHQG�WR�UHTXHVW�GLVFUHWLRQDU\�IXQGV�WR�EH�XWLOL]HG�IRU�SURMHFWV����

2EWDLQLQJ�FRSLHV�RI�DLUSRUW�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�ZRXOG�SURYLGH�PRUH�GHWDLOHG�LQIRUPDWLRQ�
WR�'2$9�WR�HQVXUH�VWDWH�IXQGV�SURYLGHG�DUH�EHLQJ�XWLOL]HG�IRU�WKHLU�LQWHQGHG�SXUSRVH�DQG�DUH�LQ�
DFFRUGDQFH�ZLWK� UHJXODWLRQV� DQG� SROLFLHV��+DG�'2$9� REWDLQHG� WKHVH� UHSRUWV� IURP� 3$&�� WKH\�
ZRXOG�KDYH�EHHQ�DZDUH�RI�WKH����PLOOLRQ�ORDQ�JXDUDQWHH�IRU�3HRSOH�([SUHVV��,QF���3(;��LQ��������

5HFRPPHQGDWLRQ�V��
�� '2$9�VKRXOG�UHTXLUH�WKDW�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�DQG�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV�

EH�VXEPLWWHG�DQQXDOO\�WR�'2$9�E\�HVWDEOLVKHG�GHDGOLQHV�
�� '2$9�VKRXOG�GHYHORS�D SROLF\�DQG�UHODWHG�SURFHGXUHV�WR�IROORZ�XS�RQ�DXGLWHG�ILQDQFLDO�

VWDWHPHQWV�DQG�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV�QRW�VXEPLWWHG LQ�D�WLPHO\ PDQQHU��&RQVLGHU�
SRWHQWLDO�UHSHUFXVVLRQV�LI�VSRQVRUV�GR�QRW�PHHW�VXEPLVVLRQ�GHDGOLQHV�

�� '2$9�VKRXOG�UHYLHZ�WKH�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�DQG�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV�
WR�DVVLVW�LQ�LGHQWLI\LQJ�SRWHQWLDO�ILQDQFLDO�LVVXHV�DQG�HQVXUH VWDWH�IXQGV�DUH�EHLQJ�KDQGOHG�
LQ�DFFRUGDQFH�ZLWK�UHJXODWLRQV�DQG�SURFHGXUHV�

�� '2$9� VKRXOG� GHYHORS� SURFHGXUHV� WR� UHTXLUH� DGGLWLRQDO� GRFXPHQWDWLRQ� IURP� ERWK� WKH�
DLUSRUW�VSRQVRU�DQG�WKHLU�ILQDQFLDO�VWDWHPHQW�DXGLWRUV�WR�VXSSRUW�WKH�XVH�RI�VWDWH�IXQGV�E\�
DLUSRUW�VSRQVRUV�

�� '2$9� VKRXOG� LQFRUSRUDWH� WKLV� UHTXLUHPHQW� LQWR� WKHLU� PDVWHU� DJUHHPHQWV� DQG� $LUSRUW�
3URJUDP�0DQXDO�

0DQDJHPHQW�5HVSRQVH�V��
'2$9�DJUHHV ZLWK�WKH�FRQGLWLRQV�REVHUYHG�DQG�WKH�UHFRPPHQGDWLRQV�DV�SUHVHQWHG ZLWK�
WKH�IROORZLQJ�VWDWHPHQW�
'2$9�DJUHHV�ZLWK�WKH�UHFRPPHQGDWLRQV�FRQFHUQLQJ�WKH�SHUIRUPDQFH�RI�ILQDQFLDO�UHYLHZV�
RI�DLUSRUW�VSRQVRUV�LI�GHHPHG�ILQDQFLDOO\�DQG�RSHUDWLRQDOO\�IHDVLEOH�

&RUUHFWLYH�$FWLRQ�V��
5HVSRQVLEOH�3RVLWLRQ��&OLII�%XUQHWWH��'LUHFWRU�$6'

(VWLPDWHG�&RPSOHWLRQ�'DWH��)HEUXDU\������
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The State asked for clarification and it was reported as a loan guarantee.  This was done in the same day (see email).
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�� $PHQG�SROLF\�WR�LQFOXGH�WKH�UHTXLUHPHQW�RI�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�LQ�WKH�
$LUSRUW�3URJUDP�0DQXDO��$30��UHYLVLRQ�

�� $PHQG�SROLF\�WR�HVWDEOLVK�UDPLILFDWLRQV�IRU�VSRQVRUV�QRW�DGKHULQJ�WR�VXEPLVVLRQ�
GHDGOLQHV�IRU�HQWLWOHPHQW�XWLOL]DWLRQ�UHSRUWV�DQG�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�DV�
QRWHG�LQ�&RUUHFWLYH�$FWLRQ����IRU�LQFOXVLRQ�LQ�WKH�$30�5HYLVLRQ�

�� (VWDEOLVK�SROLF\�IRU�LQWHUQDO�UHYLHZ�RI�VXEPLWWHG�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�DQG�
HQWLWOHPHQW�XWLOL]DWLRQ�UHSRUWV�WR�EH�LQFOXGHG�LQ�WKH�$30�UHYLVLRQ�

�� $PHQG�&KDSWHU�����RI�WKH�$30�WR�LQFOXGH�WKH�UHTXLUHPHQW�RI�DGGLWLRQDO�
GRFXPHQWDWLRQ�IURP�DLUSRUW�VSRQVRUV�DQG�RU�WKHLU�ILQDQFLDO�VWDWHPHQW�DXGLWRUV�WR
YHULI\�WKH�SURSHU�XVH�RI�VWDWH�IXQGV�IRU�HOLJLEOH�SURMHFWV�WR�EH�LQFOXGHG�LQ�WKH�$30�
UHYLVLRQ�

�� 5HYLVH�$LUSRUW�0DVWHU�$JUHHPHQW��$0$��DQG�$30�WR�LQFOXGH�UHFRPPHQGDWLRQV�
����DERYH�

6WUHQJWKHQ� WKH� 0DVWHU� $JUHHPHQWV� EHWZHHQ� $LUSRUW� 6SRQVRUV� DQG�
'HSDUWPHQW�RI�$YLDWLRQ

3HU�WKH�3URJUDP�0DQXDO�������

³7KH�PDVWHU�DJUHHPHQW�RQ�WHUPV�DQG�FRQGLWLRQV�IRU�DFFHSWLQJ�VWDWH�DYLDWLRQ�IXQGLQJ�
UHVRXUFHV� FRQWDLQV� WKH� WHUPV�DQG�FRQGLWLRQV� IRU� DFFHSWLQJ� VWDWH� DYLDWLRQ� IXQGLQJ�
IURP�WKH�&RPPRQZHDOWK�RI�9LUJLQLD�IRU�FDSLWDO��IDFLOLWLHV�DQG�HTXLSPHQW��VHFXULW\��
PDLQWHQDQFH��DYLDWLRQ�SURPRWLRQ�DQG�DLU�VHUYLFH�GHYHORSPHQW�SURMHFWV��7KHVH�WHUPV�
DQG�FRQGLWLRQV�LGHQWLI\�VSRQVRU�UHVSRQVLELOLWLHV�GXULQJ�DQG�DIWHU�WKH�LPSOHPHQWDWLRQ�
RI�D�SURMHFW��7KH�WHUPV�DQG�FRQGLWLRQV�DSSO\�WR�IXQGLQJ�DZDUGHG�XQGHU�JUDQWV�DQG�
DOORFDWLRQV�

7KH�PDVWHU�DJUHHPHQW�FRQWDLQV�JHQHUDO� FRQGLWLRQV�� VXFK�DV�REWDLQLQJ�JRRGV�DQG�
VHUYLFHV� LQ� DFFRUGDQFH� ZLWK� WKH� 9LUJLQLD� 3XEOLF� 3URFXUHPHQW� $FW�� 7KH� PDVWHU�
DJUHHPHQW�DOVR�FRQWDLQV�VSHFLDO�FRQGLWLRQV�IRU�ODQG�DFTXLVLWLRQ��SXEOLF�XVH�VSDFHV�
DQG� DUHDV�� EULGJH� ORDQV�� IDFLOLWLHV� DQG� HTXLSPHQW�� DQG� SULYDWH� RZQHUVKLS�� ,I� WKH�
VSHFLILFV�RI�D�SURMHFW�JHQHUDWH�WKH�QHHG�IRU�WHUPV�DQG�FRQGLWLRQV�QRW�SURYLGHG�LQ�WKH�
PDVWHU�DJUHHPHQW��WKRVH�WHUPV�DQG�FRQGLWLRQV�ZLOO�EH�VWDWHG�LQ�WKH�JUDQW�DJUHHPHQW�
IRU� WKH� SURMHFW�� 7KH� 9LUJLQLD� $YLDWLRQ� %RDUG� DQG� '2$9� UHVHUYH� WKH� ULJKW� WR�
HVWDEOLVK� DGGLWLRQDO� WHUPV� DQG� FRQGLWLRQV� DV� QHHGHG� LQ� DFFRUGDQFH� ZLWK� WKH�
SUHDPEOH�WR�WKH�PDVWHU�DJUHHPHQW�
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³$Q�H[HFXWHG�PDVWHU�DJUHHPHQW�PXVW�EH�RQ�ILOH�ZLWK�'2$9 LQ�RUGHU�IRU�D�VSRQVRU�
WR�UHFHLYH�D�JUDQW�RU�DQ�DOORFDWLRQ�´

7KH�)$$�GHYHORSHG�D�PDVWHU�DJUHHPHQW�RQ�WHUPV�DQG�FRQGLWLRQV�RI�DFFHSWLQJ�DLUSRUW�LPSURYHPHQW�
SURJUDP�JUDQWV��7KLV�PDVWHU�DJUHHPHQW�LV�LQLWLDWHG�HDFK�WLPH�VSRQVRUV�DFFHSW�D�JUDQW�RIIHU�IURP�
WKH )$$� ZLWK� LWV� WHUPV� DQG� FRQGLWLRQV�� 7KH� PDVWHU� DJUHHPHQW� SURYLGHV� GHWDLOHG� LQIRUPDWLRQ�
UHJDUGLQJ�GHILQLWLRQV�� JHQHUDO� FRQGLWLRQV�� DVVXUDQFHV�� DQG� WKH� VSRQVRUV¶� DFFHSWDQFHV�ZLWK� WKHVH�
WHUPV��

'2$9�KDV�H[HFXWHG�PDVWHU�DJUHHPHQWV�ZLWK�VSRQVRUV��ZKLFK�VHW�WKH UHVWULFWLRQV�RQ�VWDWH�JUDQW�RU�
DOORFDWLRQ� IXQGLQJ� UHFHLYHG� E\� WKH� VSRQVRU�� 7KH� PDVWHU� DJUHHPHQWV� DUH� QRW� VWURQJ� HQRXJK� WR�
HQIRUFH�FRPSOLDQFH�ZLWK�VWDWH�IXQGLQJ�UHTXLUHPHQWV�DQG�DUH�PLVVLQJ�WKH�IROORZLQJ�NH\�HOHPHQWV�
WKDW�DUH�LQFOXGHG�ZLWKLQ�WKH�)$$�PDVWHU DJUHHPHQWV�

�� 7KH�DOORZDEOH�FRVWV�RI�WKH�SURMHFW�VKDOO�QRW�LQFOXGH�DQ\�FRVWV�GHWHUPLQHG�WR�EH�LQHOLJLEOH�
E\�'2$9��LQFOXGLQJ�DOORFDWHG�VWDWH�IXQGLQJ�DQG�JUDQW�UHVWULFWLRQV�

�� '2$9�VKDOO�UHVHUYH�WKH�ULJKW�WR�DPHQG�RU�ZLWKGUDZ�D�JUDQW�RIIHU�DW�DQ\�WLPH�SULRU�WR�LWV�
DFFHSWDQFH�E\�WKH�VSRQVRU�

�� 7KH VSRQVRU�VKDOO�WDNH�DOO�VWHSV��LQFOXGLQJ�OLWLJDWLRQ�LI�QHFHVVDU\��WR�UHFRYHU�IXQGV�VSHQW�
IUDXGXOHQWO\��ZDVWHIXOO\�RU�LQ�YLRODWLRQ�RI�WKH�&RGH�RI�9LUJLQLD��RU�PLVXVHG�LQ�DQ\�PDQQHU�
LQ�DQ\�SURMHFW�XSRQ�ZKLFK�IXQGV�KDYH�EHHQ�H[SHQGHG�

�� '2$9�VKDOO�UHVHUYH�WKH�ULJKW�WR�DXGLW�WKH�UHFRUGV�RI�VSRQVRUV¶ YHQGRUV�ZKR�UHFHLYHG�VWDWH�
RU� IHGHUDO� IXQGV�� DQG� WR� RYHUVHH� WKH� DFFRXQWLQJ� V\VWHP�� DXGLW�� DQG� UHFRUGNHHSLQJ�
UHTXLUHPHQWV�

�� '2$9�PDLQWDLQV�WKH�ULJKW�WR�RYHUVHH�UHSRUW�DQG�LQVSHFWLRQV UHTXLUHPHQWV�

6SRQVRUV�DOUHDG\�VLJQ�PDVWHU�DJUHHPHQWV�ZLWK�WKH�)$$ ZKHQ�VSRQVRUV�DFFHSW�JUDQW�RIIHUV� WKDW�
LQFOXGH�VLPLODU�WHUPV�DQG�SURYLGH�D�FRQVLVWHQW�OHYHO�RI�H[SHFWDWLRQV�IRU�PDQDJHPHQW�RI�ERWK�VWDWH�
DQG�IHGHUDO�IXQGV�

$FFRUGLQJ�WR�WKH�'LUHFWRU�RI�$LUSRUW�6HUYLFHV� '2$9�GHVLJQHG�LWV PDVWHU�DJUHHPHQW�LQ������EDVHG�
RQ�WKH )$$�PDVWHU�DJUHHPHQW��EXW�GHOHWHG�DVVXUDQFHV�WKDW�WKH\�FRQFOXGHG�GLG�QRW�DSSO\�WR�'2$9��
7KH�PDVWHU�DJUHHPHQW�ZDV�UHYLHZHG�E\�WKH�$WWRUQH\�*HQHUDO¶V�2IILFH�DW�WKDW�WLPH��EXW�WKH�SRWHQWLDO
LVVXHV�LGHQWLILHG�ZLWK�WKH�XVH�RI�6WDWH�(QWLWOHPHQW�)XQGV�ZLWK�D�VSHFLILF�DLUSRUW�VSRQVRU�KDYH�PDGH�
FOHDU VWURQJHU�PDVWHU�DJUHHPHQWV�DUH�QHFHVVDU\�WR�SURWHFW�VWDWH�IXQGV��

:HDN� PDVWHU� DJUHHPHQWV� ZLWK� DLUSRUW� VSRQVRUV� SUHYHQW� D� FRQVLVWHQW� OHYHO� RI� H[SHFWDWLRQV� IRU�
PDQDJHPHQW�RI� VWDWH� IXQGV�DQG�FRXOG� UHVXOW� LQ�DLUSRUW� VSRQVRUV�XVLQJ�VWDWH� IXQGV� IRU� LQHOLJLEOH�
SURMHFWV��
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5HFRPPHQGDWLRQ�V��
�� '2$9�VKRXOG�VWUHQJWKHQ�LWV PDVWHU DJUHHPHQWV�ZLWK�VSRQVRUV�WR�LQFOXGH�VWDWHPHQWV�UHODWHG�

WR� DOORZDEOH� FRVWV�� OLWLJDWLRQ� SURWHFWLRQ�� DFFRXQWLQJ� V\VWHP� RYHUVLJKW�� UHFRUGNHHSLQJ��
UHSRUW� DQG� LQVSHFWLRQ� UHTXLUHPHQWV�� WKH� ULJKW� WR� DXGLW� FODXVH�� DQG� WKH� ULJKW� WR�
DPHQG�ZLWKGUDZ�JUDQWV�

�� 2QFH PDVWHU� DJUHHPHQWV� DUH� PRGLILHG�� '2$9� VKRXOG� KDYH� DOO� DLUSRUWV� VLJQ� WKH� QHZ�
DJUHHPHQWV� DQG� WKHQ� UHVLJQ� LQ� WKH� IXWXUH� XSRQ� FKDQJHV� RI� SHUVRQQHO� RU� ZKHQ� RWKHU�
FRQGLWLRQV�KDYH�FKDQJHG�WKDW�ZRXOG�ZDUUDQW�D�UHVLJQLQJ�RI�WKH�GRFXPHQW�

0DQDJHPHQW�5HVSRQVH�V��
'2$9�DJUHHV ZLWK�WKH�FRQGLWLRQV�REVHUYHG�DQG�WKH�UHFRPPHQGDWLRQV�DV�SUHVHQWHG�

&RUUHFWLYH�$FWLRQ�V�
5HVSRQVLEOH�3RVLWLRQ��&OLII�%XUQHWWH��'LUHFWRU�$6'

(VWLPDWHG�&RPSOHWLRQ�'DWH��)HEUXDU\������

�� 5HYLVH�$0$�ZLWK�DLUSRUW�VSRQVRUV�WR�LQFOXGH�DOO�LWHPV�OLVWHG�LQ�UHFRPPHQGDWLRQ�
���$PHQG�$30�6HFWLRQ�������WR�LQFOXGH�WKH�LWHPV�OLVWHG�LQ�UHFRPPHQGDWLRQ����

�� 'HYHORS�DQ�LQWHUQDO�SURFHVV�WR�UHTXLUH�DOO�DLUSRUW�VSRQVRUV�WR�H[HFXWH�DQ�$0$�
ZLWKLQ����GD\V�RI�UHTXLUHG�DSSURYDO��$PHQG�$30�6HFWLRQ�������WR�UHTXLUH�WKDW�D�
QHZ�DJUHHPHQW�EH�VLJQHG�ZKHQ�VSRQVRU�PDQDJHPHQW�FKDQJHV���5HYLVH�$0$�DQG�
$30��5HTXLUH����DLUSRUW�VSRQVRUV�WR�H[HFXWH�UHYLVHG�$0$�

6WUHQJWKHQ� &RQWUROV� RYHU� 6WDWH� )XQGLQJ� 8VDJH� DQG� (QWLWOHPHQW�
8WLOL]DWLRQ�5HSRUW�5HYLHZV

$FFRUGLQJ�WR�WKH�3URJUDP�0DQXDO������³,Q�RUGHU�WR�UHFHLYH�VWDWH�HQWLWOHPHQW�IXQGV��WKH�VSRQVRUV�
RI� DQ� DLU� FDUULHU� DLUSRUW� PXVW� SURYLGH� '2$9�ZLWK� D� RQH�WLPH� FHUWLILFDWLRQ� WR� HQVXUH� WKDW� WKH�
VSRQVRU�

,V�HOLJLEOH�IRU�VWDWH�HQWLWOHPHQW�IXQGV

:LOO�VSHQG�VWDWH�HQWLWOHPHQW�IXQGV�LQ�DFFRUGDQFH�ZLWK�&RGH�RI�9LUJLQLD�M ���������´

(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV� DUH� UHTXLUHG� WR� EH� ILOHG�ZLWK�'2$9� SHU� WKH� 3URJUDP�0DQXDO�
SDUDJUDSK���������,I�DLUSRUW�VSRQVRUV�ZDQW�WR�UHFHLYH�VWDWH�GLVFUHWLRQDU\�IXQGV�IRU�D�SURMHFW��WKH\�
PXVW�KDYH� WKH�SULRU� ILVFDO�\HDU (QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW� ILOHG�DQG�DSSURYHG�E\� WKH�9$%��
%RWK� WKH� (QWLWOHPHQW� 8WLOL]DWLRQ� 5HSRUW� DQG� WKH� UHTXHVW� IRU� VWDWH� GLVFUHWLRQDU\� IXQGV�PXVW� EH�
DSSURYHG�E\�WKH�9$%��7KLV�UHSRUW�PXVW�DFFRXQW�IRU� WKH�H[SHQGLWXUH�RI�VWDWH�HQWLWOHPHQW�IXQGV��
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LQFOXGLQJ�DFFUXHG�LQWHUHVW��DQG�EH�ILOHG�ZLWKLQ����FDOHQGDU�GD\V�DIWHU�WKH�FORVH�RI�WKH�ILVFDO�\HDU�
�-XO\���WK���

'2$9¶V�FRQWUROV�RYHU�VWDWH�HQWLWOHPHQW�IXQGV�WR�DLUSRUW�VSRQVRUV�YDU\�VLJQLILFDQWO\�FRPSDUHG�WR�
WKH� FRQWUROV� RYHU� VWDWH� GLVFUHWLRQDU\� IXQGV�� � 7KH� &RGH� RI� 9LUJLQLD� KDV� SURYLGHG� '2$9�ZLWK�
VLJQLILFDQWO\� VWURQJHU� RYHUVLJKW� DQG� GHFLVLRQ� PDNLQJ� UHODWHG� WR� LVVXDQFH� DQG� FRQWURO RI
GLVFUHWLRQDU\�IXQGV�YHUVXV�HQWLWOHPHQW�IXQGV�

%DVHG� RQ� DOOHJDWLRQV� WKDW� WKH� 3$&� SRWHQWLDOO\� XWLOL]HG� VWDWH� HQWLWOHPHQW� IXQGV� IRU� DQ�
LQDSSURSULDWH�LQHOLJLEOH�SURMHFW�� WKH�3$&¶V�)<���± )<���(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV�ZHUH�
UHYLHZHG�ZLWK�WKH IROORZLQJ�UHVXOWV�

)LYH�RI�VL[�����SHUFHQW��RI�WKH�UHSRUWV�ZHUH�QRW�UHYLHZHG�E\�'2$9�DQG�FHUWLILHG�E\�WKH�
DLUSRUW�VSRQVRUV�LQ�D�WLPHO\�PDQQHU�

7ZHOYH�SURMHFWV�LGHQWLILHG�RQ�WKH�UHSRUWV�ZHUH�FRPSOHWHG�ZLWKLQ�RQH�ILVFDO�\HDU�DQG�ZHUH�
QRW�LGHQWLILHG�DV�DQ�RQJRLQJ�IXWXUH�SURMHFW�RQ�WKH�SUHYLRXV�\HDU¶V�XWLOL]DWLRQ�UHSRUW��

)LIWHHQ�SURMHFWV�LGHQWLILHG�RQ�WKH�UHSRUWV�IURP������� �����ZHUH�PDUNHG�DV�IXWXUH�RQJRLQJ�
IRU�VHYHUDO�ILVFDO�\HDUV��

)<���DQG�)<���UHSRUWV�ZHUH�REWDLQHG�LQ�2FWREHU�������EXW�ZHUH�QRW�UHYLHZHG�E\�'2$9�
VWDII�XQWLO�-DQXDU\�������

(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV�DUH�UHYLHZHG�DQG�DSSURYHG�E\�WKH�9$%��EXW�WKH�%RDUG¶V�
DSSURYDO�LV�QRW�FRPPXQLFDWHG�EDFN�WR�WKH�DLUSRUW�VSRQVRUV��DQG

3HU�WKH�'LUHFWRU RI�$LUSRUW�6HUYLFHV��'2$9�KDV�LQIRUPDOO\�H[WHQGHG�WKH�WLPH�WR�VXEPLW�
(QWLWOHPHQW� 8WLOL]DWLRQ� 5HSRUWV� WR� 6HSWHPEHU� ��WK RI� HDFK� \HDU�� � 7KLV� ZDV� YHUEDOO\�
FRPPXQLFDWHG�WR�WKH�DLUSRUW�VSRQVRUV��EXW�WKH�3URJUDP�0DQXDO�ZDV QRW�XSGDWHG WR�UHIOHFW�
WKLV�FKDQJH�DQG�DFFRUGLQJ�WR�WKH�'2$9�([HFXWLYH�'LUHFWRU�WKLV�LV�ZDV�QRW�DQ�DSSURYHG�
FKDQJH�EHFDXVH�LW�ZRXOG�QRW�EH�LQ�WLPH�WR�DSSURYH�D�UHTXHVW�IRU�GLVFUHWLRQDU\�IXQGLQJ�

3$&�UHSRUWHG����PLOOLRQ�RI�IXQGLQJ�IRU�DQ�DLU�VHUYLFH�GHYHORSPHQW�SURMHFW�RQ�WKHLU�)<���UHSRUW��
ZKLFK�ZDV�QRW�UHFHLYHG�XQWLO�2FWREHU��������7KLV�GHOD\�LV�VLJQLILFDQW�EHFDXVH�WKH����PLOOLRQ�DLU�
VHUYLFH� GHYHORSPHQW� SURMHFW� ZDV� WKH� ORDQ� UHSD\PHQW� PDGH� E\� 3$&� ZLWK� VWDWH� IXQGV� EXW� QRW�
UHSRUWHG�WR�'2$9�IRU�PRUH�WKDQ D�\HDU���6WDII�UHYLHZHG�WKH�UHSRUW�LQ�-DQXDU\������DQG�UHDFKHG�
RXW�WR�3$&�WR�REWDLQ�IXUWKHU�GHWDLOV�RQ�WKLV�SURMHFW��3$&�PDGH�'2$9�DZDUH�DW�WKDW�WLPH�WKDW�WKH�
IXQGV�ZHUH�XWLOL]HG�DV�D� ORDQ�JXDUDQWHH�IRU�3HRSOH�([SUHVV�� ,QF��ZKLFK� LV�DQ� LQHOLJLEOH�SURMHFW��
8QIRUWXQDWHO\��'2$9�ODFNV�WKH�LQWHUQDO�DXWKRULW\�WR�UHTXLUH�WKH�IXQGV�WR�EH�UHLPEXUVHG�WR�WKH�VWDWH�
IRU�LQDSSURSULDWH�XVH���

7KH�)<���(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW�IURP�3$&�GLG�QRW�LGHQWLI\�WKH�ILQDQFLDO�JXDUDQWHH�3$&�
KDG� ZLWK� 3HRSOH� ([SUHVV�� ,QF��� REOLJDWLQJ� HQWLWOHPHQW� IXQGV� WR� WKLV� SRWHQWLDO� DLU� VHUYLFH�
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GHYHORSPHQW� SURMHFW�� � 3$&�KDG� DOUHDG\� JXDUDQWHHG� WKH� ORDQ� DW� WKH� WLPH� WKH�)<���(QWLWOHPHQW�
8WLOL]DWLRQ�5HSRUW�ZDV�LVVXHG���

3HU� WKH� 'LUHFWRU� RI� $LUSRUW� 6HUYLFHV�� DLUSRUW VSRQVRUV� RIWHQ� FRPSOHWH� SURMHFWV� WKDW� ZHUH� QRW�
RULJLQDOO\�SODQQHG�GXH�WR�XQIRUHVHHQ�RSHUDWLRQDO�DQG�PDLQWHQDQFH�UHTXLUHPHQWV��IHGHUDO��VWDWH�DQG�
ORFDO�UHTXLUHPHQWV�DQG�IXQGV��

'2$9�GRHV�QRW�KDYH�D�SURFHVV�LQ�SODFH�WR�HQVXUH�WKH�SURSHU�XVH�RI�VWDWH�HQWLWOHPHQW�IXQGV�SURYLGHG�
WR�DLUSRUW�VSRQVRUV�LQ�DFFRUGDQFH�ZLWK�&RGH�RI�9LUJLQLD�M �����������7KH�RQO\�RYHUVLJKW�'2$9�
FXUUHQWO\�KDV� IRU� VWDWH� HQWLWOHPHQW� IXQGV� DUH� WKH� DQQXDO�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV��ZKLFK�
DLUSRUW�VSRQVRUV�DUH�QRW�UHTXLUHG�WR�VXEPLW���3HU WKH�'LUHFWRU�RI�$LUSRUW�6HUYLFHV��VLQFH�-XO\�������
'2$9�KDV�VHQW�OHWWHUV�WR�HDFK�DLUSRUW�VSRQVRU�QRWLI\LQJ�WKHP�RI�WKH�-XO\���WK DQG�6HSWHPEHU���WK

(QWLWOHPHQW� 8WLOL]DWLRQ� 5HSRUW� VXEPLVVLRQ� UHTXLUHPHQWV�� :KHQ� '2$9� REWDLQV� (QWLWOHPHQW�
8WLOL]DWLRQ�5HSRUWV�IURP�WKH�DLUSRUW�VSRQVRUV��WKH�LQIRUPDWLRQ�LQ�WKRVH�UHSRUWV�LV�QRW�IXOO\�XWLOL]HG�
DV�IROORZV�

'2$9�GRHV�QRW PRQLWRU� UHYLHZ�DQG�WUDFN�RQJRLQJ�IXWXUH�SURMHFWV�

'2$9�GRHV�QRW�UHTXLUH�UHSD\PHQW�E\�DLUSRUW�VSRQVRUV�IRU�LPSURSHU�XVH�RI�HQWLWOHPHQW�
IXQGV�ZKHQ�LGHQWLILHG��GXH�WR�ODFN�RI�DXWKRULW\�

'2$9�ZLOO�GHQ\�IXWXUH�XVH�RI�GLVFUHWLRQDU\�IXQGV�IRU�XS�WR�VL[ \HDUV�LI�DLUSRUW�VSRQVRUV�LPSURSHUO\�
VSHQG� HQWLWOHPHQW� IXQGV� 7KLV� GRHV� QRW� LPSDFW� DLUSRUW� VSRQVRUV� WKDW� KDYH� QR� SODQV� WR� UHTXHVW�
GLVFUHWLRQDU\�IXQGV�DQG�LQFUHDVHV�WKH�ULVN�WKDW�VWDWH�IXQGV�ZLOO�EH�VSHQW�IRU�LQHOLJLEOH�SURMHFWV��

$�ELOO��6%������ZDV�VXEPLWWHG�WR�WKH�*HQHUDO�$VVHPEO\�LQ������WKDW�ZRXOG�JLYH�'2$9�PRUH�
DXWKRULW\�RYHU�VWDWH�HQWLWOHPHQW�IXQGV��7KLV�ELOO�ZRXOG�DOWHU�WKH�&RGH�RI�9LUJLQLD�DQG�UHTXLUH�IXOO�
XWLOL]DWLRQ�RI�WKH�UHSRUWV�WR�LQFOXGH�WKH�WUDFNLQJ�DQG�DSSURYDO�RI�DOO�SURMHFWV��FRPSOHWHG��SHQGLQJ��
RQJRLQJ�DQG�IXWXUH���$Q\�YLRODWLRQV�RI�IXQG�H[SHQGLWXUHV�RU�IDLOXUH�WR�UHSRUW�HQWLWOHPHQW�IXQG�XVDJH�
RU�FRPPLWPHQWV�ZRXOG�DOORZ�WKH�9$%�WKH�DXWKRULW\�WR�ZLWKKROG�HQWLWOHPHQW�IXQGV��7KLV�ELOO�DOVR�
LQFOXGHV�YHUELDJH�WR�SUHYHQW�DLUSRUWV�IURP�XWLOL]LQJ�HQWLWOHPHQW�IXQGV�IRU�SXUSRVHV�RI�VXSSRUWLQJ�
RSHUDWLRQV� RI� DQ� DLUOLQH� WKURXJK� JUDQWV�� FUHGLW� HQKDQFHPHQWV� RU� RWKHU� UHODWHG� PHDQV XQOHVV�
DSSURYHG�E\�WKH�9$%��7KLV�ELOO�KDV�EHHQ�DSSURYHG�E\�WKH�+RXVH�RI�'HOHJDWHV�DQG�WKH�6HQDWH��DQG�
LV�ZDLWLQJ�WKH�*RYHUQRU¶V�DSSURYDO��7KH�*RYHUQRU�DSSURYHG�WKLV�ELOO�0DUFK�����������

5HFRPPHQGDWLRQ�V��
�� '2$9� VKRXOG� UHYLHZ� (QWLWOHPHQW� 8WLOL]DWLRQ� 5HSRUWV� LQ� D� WLPHO\� PDQQHU� WR� HQVXUH�

HQWLWOHPHQW�IXQGV�DUH�EHLQJ�XVHG�LQ�DFFRUGDQFH�ZLWK�9$%�HOLJLELOLW\�FULWHULD�DQG�SUHSDUH�
UHFRPPHQGDWLRQV�IRU�9$%��
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�� '2$9�QHHGV�WR�HQVXUH�WKDW�DOO�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV WKDW�DUH�DSSURYHG�E\�WKH�
9$%�DUH�FRPPXQLFDWHG�EDFN�WR�WKH�DLUSRUWV�WR�HQVXUH�SURMHFWV�DUH�KDQGOHG�LQ�DFFRUGDQFH�
ZLWK�9$%�DSSURYDO�

��� 1HZ�FKDQJHV� WR� WKH�&RGH RI�9LUJLQLD ZLOO� QHHG� WR�EH�XSGDWHG� LQ� WKH�3URJUDP�0DQXDO���
7UDLQLQJ� VKRXOG� EH� SURYLGHG� WR� DLUSRUW� VSRQVRUV WR� HQVXUH� WKH\� DUH� NQRZOHGJHDEOH� RI
3URJUDP�0DQXDO�UHTXLUHPHQWV�DQG�XSGDWHV�

��� '2$9�VKRXOG�GHWHUPLQH�DSSURSULDWH�WLPLQJ�IRU�ILOLQJ�WKH�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW�
DQG�XSGDWH�WKH�3URJUDP�0DQXDO�DFFRUGLQJO\�

0DQDJHPHQW�5HVSRQVH�V��
'2$9�DJUHHV ZLWK WKH�FRQGLWLRQV�REVHUYHG�DQG�WKH�UHFRPPHQGDWLRQV�DV�SUHVHQWHG�ZLWK�
WKH�IROORZLQJ�VWDWHPHQW�
7KH�'2$9�DQG�9LUJLQLD�$YLDWLRQ�%RDUG��9$%��DUH�LQ�D�FKDOOHQJLQJ�SRVLWLRQ��DV�WKH\�
GLVWULEXWH� WKH� (QWLWOHPHQW� )XQG� SRUWLRQ� RI� WKH�&RPPRQZHDOWK�$LUSRUW� )XQG�ZLWK� QR�
RYHUVLJKW�DXWKRULW\�RI�(QWLWOHPHQW�)XQGV�H[SUHVVHG�LQ�9LUJLQLD�&RGH���&RGH�RI�9LUJLQLD�
�������� $� �� D�� VWDWHV�� ³)RUW\� SHUFHQW� RI� WKH� IXQGV� VKDOO� EH� DOORFDWHG� WR� DLU� FDUULHU�
DLUSRUWV�� H[FHSW� DLUSRUWV� RZQHG� RU� OHDVHG� E\�0:$$�� EDVHG� XSRQ� WKH� SHUFHQWDJH� RI�
HQSODQHPHQWV�IRU�HDFK�DLUSRUW�WR�WRWDO�HQSODQHPHQWV�DW�DOO�DLU�FDUULHU�DLUSRUWV��H[FHSW�
DLUSRUWV RZQHG� RU� OHDVHG� E\�0:$$�� 1R� DLU� FDUULHU� DLUSRUW� VSRQVRU�� KRZHYHU�� VKDOO�
UHFHLYH�OHVV�WKDQ���������QRU�PRUH�WKDQ����PLOOLRQ�SHU�\HDU�IURP�WKLV�SURYLVLRQ�´

7KH�9$%�SROLF\�GRFXPHQWHG�LQ�WKH�3URJUDP�0DQXDO��$30��VHFWLRQ�������UHTXLUHV�WKH�
DQQXDO�VXEPLVVLRQ�RI�DQ�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW�WR�HQVXUH�WKH�$LU�&DUULHU�$LUSRUWV�
VSHQG�WKHLU�HQWLWOHPHQW�IXQGV�RQ�HOLJLEOH��KLJK�SULRULW\�SURMHFWV���7KHUH�LV�QR�DGGLWLRQDO�
VWDWH� ODZ� RU� UHJXODWLRQ� WKDW� JLYHV� '2$9�9$%� DQ\� GLVFUHWLRQ� RI� KRZ� WR� GLVWULEXWH�
HQWLWOHPHQW� IXQGLQJ�� � 7KH� RQO\� WRRO�'2$9�9$%� KDV� WR� HQIRUFH� WKH� UHSRUWLQJ� RI� WKH�
(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW�LV�WKDW�WKH�9$%�ZLOO�GHQ\�IXWXUH�GLVFUHWLRQDU\�IXQGLQJ���
1HZ�OHJLVODWLRQ�SDVVHG�LQ�WKH������*HQHUDO�$VVHPEO\�IL[HV�WKLV�SUREOHP�DQG�JLYHV�WKH�
9$%�DGGLWLRQDO�UHVSRQVLELOLW\�DQG�DXWKRULW\�RYHU�WKH�GLVEXUVHPHQW�RI�HQWLWOHPHQW�IXQGV���
3URSRVHG�SURMHFWV�ZLOO�QRZ�EH�UHYLHZHG�DQG�DSSURYHG�SULRU�WR�WKH�GLVEXUVHPHQW�RI�IXQGV�

2Q�WKH�REVHUYDWLRQ�³(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV�DUH�UHYLHZHG�DQG�DSSURYHG�E\�WKH�
9$%�� EXW� WKH� %RDUG¶V� DSSURYDO� LV� QRW� FRPPXQLFDWHG� EDFN� WR� WKH� $LUSRUW� VSRQVRUV´�
'2$9�GRHV UHFRUG�9$%�DFWLRQ�LQ�ERDUG�PLQXWHV�DQG�WKH\�DUH�SRVWHG�RQ�7RZQ�+DOO IRU�
DOO�DLUSRUWV�DQG�FLWL]HQV�WR�DFFHVV���'2$9�ZLOO�LQFOXGH�WKH�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUW�
DFWLRQ�RQ�WKH�IXQGLQJ�PHPRUDQGXP�WKDW�JRHV�RXW�DIWHU�WKH�9$%�PHHWLQJ�WR�WKH�DLUSRUWV�
UHTXHVWLQJ�IXQGV�
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2Q�WKH�REVHUYDWLRQ�³'2$9�GRHV�QRW�PRQLWRU��UHYLHZ��DQG�WUDFN�RQJRLQJ�IXWXUH�SURMHFWV�´��
'2$9�GRHV�UHYLHZ�(QWLWOHPHQW�8WLOL]DWLRQ�5HSRUWV�RQ�RQJRLQJ�IXWXUH�SURMHFWV ZRUNLQJ�
ZLWK�WKH�VSRQVRU�XQWLO�DOO�WKH�SURMHFWV�DUH�HOLJLEOH��WKHQ�ZH�UHFRPPHQG�DSSURYDO�WR�WKH�
9$%� 7KLV�SURFHVV�QHHGV�IRUPDOL]DWLRQ�DQG�GRFXPHQWDWLRQ�DQG�ZH�ZLOO�IRUPDOL]H�WKLV�
SURFHVV�

&RUUHFWLYH�$FWLRQ�V�
5HVSRQVLEOH�3RVLWLRQ��&OLII�%XUQHWWH��'LUHFWRU�$6'

(VWLPDWHG�&RPSOHWLRQ�'DWH��)HEUXDU\������

�� (VWDEOLVK�LQWHUQDO�SURFHGXUHV�IRU�WLPHO\�UHYLHZ�RI�HQWLWOHPHQW�XWLOL]DWLRQ�UHSRUWV�WR�
HQVXUH�SURMHFW�HOLJLELOLW\�DQG�UHFRPPHQGDWLRQV�WR�WKH�9$%�IRU�SURMHFW�DSSURYDO�
5HYLVH�$0$�DQG�$30�

�� 0RGLI\�LQWHUQDO�SURFHGXUHV�WR�DGG�IRUPDO�QRWLILFDWLRQ�LQ�DGGLWLRQ�WR�WKH�FXUUHQW�
PHPR�DQG�PLQXWHV�WR�FRPPXQLFDWH�SURMHFW�DSSURYDO�GHQLDO�WR�DLUSRUW�VSRQVRUV���
5HYLVH�$30�WR�UHIOHFW�SURFHGXUH�FKDQJHV�

��� 5HYLVH�$0$�DQG�$30�	�3URYLGH�WUDLQLQJ�WR�DLUSRUW�VSRQVRUV�

��� 'HYHORS�DSSURSULDWH�SROLFLHV�DQG�SURFHGXUHV�IRU ILOLQJ�HQWLWOHPHQW�XWLOL]DWLRQ�
UHSRUWV�DQG�LQFRUSRUDWH�FKDQJHV�LQ�WKH�$30�

&RQGXFW�$XGLWV�RI�$LUSRUW�6SRQVRUV

$FFRUGLQJ� WR� WKH� 3URJUDP�0DQXDO� ����� ³7KH� &RPPRQZHDOWK� $LUSRUW� )XQG� DQG� WKH� $YLDWLRQ�
6SHFLDO�)XQG�SURYLGH� WKH�ILQDQFLDO� UHVRXUFHV� IRU� WKH�SURJUDPV�HVWDEOLVKHG�DQG�DGPLQLVWHUHG�E\�
9$%�DQG�'2$9��'2$9�PD\�FRQGXFW�DQ�DXGLW�RQ�DQ�DLUSRUW�VSRQVRU¶V�XVH�RI�VWDWH�HQWLWOHPHQW�
DQG�GLVFUHWLRQDU\�IXQGV�WR�VXSSRUW�DFFRXQWDELOLW\�PRQLWRULQJ�´�5HVXOWV�RI� WKHVH�DXGLWV�DUH�WR�EH
UHSRUWHG�WR�WKH�9$%�IRU�DSSURSULDWH�DFWLRQ�

7KH�IROORZLQJ�ZDV�LGHQWLILHG�EDVHG�RQ�'2$9�VWDII�LQWHUYLHZV��

'2$9�KDV�QR�UHFRUGV�RI�DQ\�DXGLWV�DQG�VWDII�FDQQRW�UHFDOO�DQ\�DXGLWV�EHLQJ�FRQGXFWHG�RI�
DLUSRUW�VSRQVRUV�

'2$9�GRHV QRW�KDYH�VWDII�VNLOOHG�LQ�DXGLWLQJ�WR�DFWXDOO\�FRQGXFW�WKLV�W\SH�RI�HQJDJHPHQW�

'2$9�GRHV QRW�KDYH�D�SURFHVV�LQ�SODFH�IRU�SHUIRUPLQJ DQ�DXGLW�RI�DLUSRUW�VSRQVRU�UHFRUGV�

'2$9� UHYLHZV� LQIRUPDWLRQ� UHFHLYHG� UHJDUGLQJ� SURMHFWV� VSHFLILF� WR� WKH� DYLDWLRQ� VSHFLDO�
IXQG� DQG� GLVFUHWLRQDU\� IXQG� SURMHFWV�� DV� WKHVH� DUH� UHLPEXUVHPHQW�EDVHG� SURMHFWV� WKDW�
UHTXLUH� VXSSRUWLQJ� GRFXPHQWDWLRQ�� (QWLWOHPHQW� IXQGV� GR� QRW� UHTXLUH� VXSSRUWLQJ�
GRFXPHQWDWLRQ�WR�EH�VXEPLWWHG�WR�'2$9�
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7KH�PDVWHU� DJUHHPHQW� WKDW�'2$9�XWLOL]HV� GRHV� QRW� LQFOXGH� DQ� DXGLW� FODXVH��$FFRUGLQJ� WR� WKH�
'LUHFWRU RI�$LUSRUW�6HUYLFHV��'2$9�GRHV�QRW�KDYH�WKH�VWDII�WR�FRQGXFW�WKH�DXGLWV�DV�VWDWHG�LQ�WKH�
3URJUDP�0DQXDO���,Q�RUGHU�WR�FRQGXFW�WKHVH�DXGLWV��'2$9�ZRXOG�FXUUHQWO\�KDYH�WR�KLUH�D�WKLUG
SDUW\��'2$9�ZRXOG�OLNH�WR�KDYH�D�FRPSOLDQFH�TXDOLW\�FRQWURO�IXQFWLRQ�ZLWKLQ�'2$9�WKDW�ZRXOG�
UHTXLUH� DXGLWLQJ� VNLOOV� WR� H[DPLQH� TXDOLW\� FRQWURO�FRPSOLDQFH�ZLWKLQ�'2$9�� DQG� DOVR� FRQGXFW�
SHUIRUPDQFH�DXGLWV�WR�HQVXUH�VSRQVRU�FRPSOLDQFH�

:LWKRXW�FRQGXFWLQJ�DXGLWV�RI�VSRQVRUV�WR�HQVXUH�VWDWH�IXQGLQJ�LV�EHLQJ�XWLOL]HG�LQ�DFFRUGDQFH�ZLWK�
UHJXODWLRQV�DQG�SURFHGXUHV��VWDWH�IXQGV�DUH�DW�ULVN�IRU�LQDSSURSULDWH�XVH�RQ�LQHOLJLEOH�SURMHFWV��

(VWDEOLVKLQJ�D�ULJKW�WR�DXGLW�FODXVH�ZLWKLQ�WKH�PDVWHU�DJUHHPHQWV�ZRXOG�JLYH�'2$9�WKH�DELOLW\�WR�
SURDFWLYHO\�LGHQWLI\�KLJK�ULVN�EXVLQHVV�SDUWQHUV�DQG�LPSURYH�JUDQW�FRPSOLDQFH��

5HFRPPHQGDWLRQ�V��
��� '2$9�VKRXOG�LPSOHPHQW�D�ULJKW�WR�DXGLW�FODXVH�LQ�WKH�PDVWHU�DJUHHPHQWV�ZLWK�DOO�DLUSRUW�

VSRQVRUV� WR� HQVXUH� '2$9� KDV� WKH� ULJKW� WR� UHYLHZ� GRFXPHQWV� QHFHVVDU\� WR� HQVXUH�
FRPSOLDQFH�ZLWK�UHJXODWLRQV��WR�LGHQWLI\�ULVN�DUHDV��DQG�WR�ZRUN�ZLWK�DLUSRUWV�WR�VWUHQJWKHQ�
FRQWUROV�

��� ,Q� DGGLWLRQ� WR� WKH� ULJKW�WR�DXGLW� FODXVH�� '2$9� VKRXOG� LQFOXGH� ODQJXDJH� WR� HQVXUH� WKDW�
DLUSRUW�VSRQVRUV�DUH�UHTXLUHG�WR�FRUUHFW�LVVXHV�LGHQWLILHG�LQ�'2$9�DXGLWV�RU�ULVN�IXWXUH�VWDWH�
IXQGLQJ�

��� '2$9�VKRXOG�FRRUGLQDWH�HIIRUWV�ZLWK�9'27�,QWHUQDO�$XGLW�WR�GHYHORS�ULVN�IDFWRUV�DORQJ�
ZLWK�SURFHVVHV�IRU�SHUIRUPLQJ�DXGLWV�

��� '2$9�VKRXOG�SXUVXH�UHVRXUFHV�WR�FRQGXFW�DXGLWV�RI�DLUSRUW�VSRQVRUV�HLWKHU�WKURXJK�KLULQJ�
TXDOLILHG�VWDII�RU�XWLOL]LQJ�DYDLODEOH�VWDWH�FRQWUDFWV�

0DQDJHPHQW�5HVSRQVH�V��
'2$9�DJUHHV ZLWK�WKH�FRQGLWLRQV�REVHUYHG�DQG�WKH�UHFRPPHQGDWLRQV�DV�SUHVHQWHG��ZLWK�
WKH�IROORZLQJ�VWDWHPHQW�
��� $JUHHG��'2$9�KDV�WKH�ULJKW�WR�DXGLW�DV�SDUW�RI�6WDWH�3ROLF\�DQG�WKH�9$%�3ROLF\�DV�

UHIOHFWHG� LQ� WKH�3URJUDP�0DQXDO��$GGLQJ� LW� WR� WKH�0DVWHU�$JUHHPHQWV� LV�DQRWKHU�
JRRG�UHPLQGHU�

��� $JUHHG�
��� $JUHHG��'2$9�ZLOO�SXUVXH�D�/2$�ZLWK�9'27�IRU�DXGLW�VHUYLFHV�WR�EH�DYDLODEOH�IRU�

D�IHH��ZKHQ�QHHGHG�

&RUUHFWLYH $FWLRQ�V�
5HVSRQVLEOH�3RVLWLRQ��&OLII�%XUQHWWH��'LUHFWRU�$6'

(VWLPDWHG�&RPSOHWLRQ�'DWH��)HEUXDU\������
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��� ,QFRUSRUDWH�UHFRPPHQGHG�DXGLW�FODXVH�������LQ�WKH�$0$�DQG�$30�

��� ,QFRUSRUDWH�UHFRPPHQGHG�DXGLW�FODXVH�������LQ�WKH�$30�DQG�$0$�

��� 5HTXHVW�DVVLVWDQFH�IURP�9'27�$VVXUDQFH�DQG�&RPSOLDQFH�2IILFH�WR�GHYHORS�ULVN�
IDFWRUV�DORQJ�ZLWK SURFHVV�IRU�SHUIRUPLQJ�DXGLWV�

��� (YDOXDWH�DYDLODEOH�IXQGLQJ�DQG�HVWDEOLVK�DQ�02$�ZLWK�9'27�IRU�DXGLWLQJ�
VHUYLFHV�DV�QHHGHG�

6WUHQJWKHQ�WKH�3URJUDP�&RPSOLDQFH�3URFHVV

7KH� &RPPRQZHDOWK� $LUSRUW� )XQG� �&$)�� DQG� WKH� $YLDWLRQ� 6SHFLDO� )XQG� �$6)�� SURYLGH� WKH�
ILQDQFLDO�UHVRXUFHV�IRU�WKH�SURJUDPV�HVWDEOLVKHG�DQG IRU�'2$9�

7KH�&RGH�RI�9LUJLQLD VSHFLILHV�WKDW�&$)�UHVRXUFHV�VKDOO�EH�DOORFDWHG�WR�DLUSRUWV�RQ�WKH�EDVLV�RI�
WKHLU� VHUYLFH� UROH� DV� LGHQWLILHG� LQ� WKH� 9LUJLQLD� $LU� 7UDQVSRUWDWLRQ� 6\VWHP� 3ODQ� �9$763���
(QWLWOHPHQW�DQG�GLVFUHWLRQDU\� IXQGV�DUH�PDGH�DYDLODEOH� IURP� WKH�&$)� DQG�DUH�XVHG�XQGHU� WKH�
$LUSRUW�&DSLWDO�3URJUDP�

$6)� LV� XVHG� IRU� IDFLOLWLHV� DQG� HTXLSPHQW�� JHQHUDO� DYLDWLRQ� VHFXULW\�� PDLQWHQDQFH�� DYLDWLRQ�
SURPRWLRQ�DQG�DLU�VHUYLFH�GHYHORSPHQW�SURJUDPV��

'2$9¶V 3URJUDP� 0DQXDO VWDWHV� ³IRU� HDFK� RI� WKHVH� SURJUDPV�� WKH� $LUSRUW� 3URJUDP� 0DQXDO�
SURYLGHV�LQIRUPDWLRQ�RQ�HOLJLEOH�SURMHFWV��VWDWH�SDUWLFLSDWLRQ��DQG�SURFHVVHV�IURP�SURMHFW�UHTXHVW�
VXEPLVVLRQ�WR�UHLPEXUVHPHQW�´�,Q�DGGLWLRQ�WR�SURJUDP�LQIRUPDWLRQ��WKH 3URJUDP 0DQXDO�FRQWDLQV�
SROLFLHV� RI� WKH� 9$%� DQG� WKH� DGPLQLVWUDWLYH� SURFHVVHV� '2$9� XVHV� WR� LPSOHPHQW� SROLF\�� 7KH�
3URJUDP�0DQXDO�GRHV�QRW�DGGUHVV�HYHU\�VLWXDWLRQ�RU�FRQFHUQ�IDFHG E\�DLUSRUW�VSRQVRUV��6SRQVRUV�
VKRXOG�FRQWDFW�'2$9�LI�WKH\�KDYH�TXHVWLRQV�RQ�SROLFLHV�DQG�SURFHVVHV�QRW�IRXQG�LQ�WKH�3URJUDP�
0DQXDO��

6L[W\�WKUHH�SURMHFWV�ZHUH�VDPSOHG�DFURVV�WKH�GLIIHUHQW�SURJUDPV�DYDLODEOH�WKURXJK�'2$9��7KH�
IROORZLQJ�LV�D�EUHDNGRZQ�RI�WKH�LQGLYLGXDO�SURJUDPV��QXPEHU�RI�SURMHFWV�WHVWHG��DQG�WRWDO�VDPSOH�
SURMHFW�IXQGLQJ��

3URJUDP�7\SH ��RI�3URMHFWV�7HVWHG 7RWDO�3URMHFW�)XQGLQJ
$YLDWLRQ�3URPRWLRQ � ��������

$LU�6HUYLFH�
'HYHORSPHQW�
(QKDQFHPHQW

� ��������

kenne
Highlight
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)DFLOLW\�DQG�
(TXLSPHQW

� �������

0DLQWHQDQFH �� ��������
9ROXQWDU\�6HFXULW\ � ��������

&DSLWDO�$LUSRUW�)XQGV � ��������
7RWDO�7HVWHG �� ����������

26,*�UHYLHZHG�WKH�DERYH�SURMHFWV�WR�HQVXUH�WKH\�ZHUH�LQ�DFFRUGDQFH�ZLWK�WKH�UHTXLUHPHQWV�RI�WKH�
3URJUDP�0DQXDO��7KH�IROORZLQJ�ZDV�LGHQWLILHG�GXULQJ�WKLV�UHYLHZ�

)RU� ��� RI� ��� SURMHFWV� ���� SHUFHQW�� WKDW� KDG� JUDQW� DJUHHPHQWV�� WKH�ZULWWHQ� JUDQW�
FORVXUH�QRWLILFDWLRQV�ZHUH�QRW�SURFHVVHG� LQ�D� WLPHO\�PDQQHU� �EHWZHHQ� WZR� WR����
PRQWKV ODWH���

)RU�RQH�RI�WKH�VL[�$YLDWLRQ�3URPRWLRQ�3URJUDP�SURMHFWV�WHVWHG��'2$9�UHLPEXUVHG�
WKH�3$&���������IRU�D�SURMHFW�WKDW�ZDV�LQHOLJLEOH�XQGHU�WKH�SURJUDP�UHTXLUHPHQWV�
EHFDXVH� LW� SURPRWHG� D� SULYDWHO\� RZQHG� EXVLQHVV�� 3(;� DV� VROH� EHQHILFLDU\� RI� D�
SURPRWLRQDO�HIIRUW���,Q�DGGLWLRQ��'2$9�GLG�QRW�REWDLQ�VXSSRUWLQJ�GRFXPHQWV�IURP�
WKH� DLUSRUW� VSRQVRU� SULRU� WR� SURFHVVLQJ� WKH� UHLPEXUVHPHQW WR� HQVXUH� IXQGV�ZHUH�
XWLOL]HG�IRU�SURPRWLRQDO�HIIRUWV�

$FFRUGLQJ�WR WKH�3XEOLF�5HODWLRQV��)2,$�	 *UDQWV�$GPLQLVWUDWRU��JUDQW�FORVXUH�QRWLILFDWLRQV�KDG�
QRW�EHHQ�SURFHVVHG�LQ�D�WLPHO\�PDQQHU�GXH�WR�VWDII�ZRUNORDG�YROXPHV���'2$9�GLGQ¶W�LGHQWLI\�WKDW�
WKH�UHLPEXUVHPHQW�RI�WKH���������JUDQW�WR�3$&�ZDV�SURPRWLQJ�D�SULYDWHO\�RZQHG�EXVLQHVV���,Q�
DGGLWLRQ��'2$9�GRHV�QRW�KDYH�D�TXDOLW\�DVVXUDQFH�SURFHVV�LQ�SODFH�WR�UHYLHZ�SURMHFW�ILOHV�DQG�
YHULI\�WKDW�SURMHFWV�ZHUH�FRPSOHWHG�LQ�DFFRUGDQFH�ZLWK�SURJUDP�UHTXLUHPHQWV���

5HLPEXUVLQJ� DQG� DFFHSWLQJ� SURMHFW� JUDQWV�ZLWKRXW� SURSHU� VXSSRUWLQJ� GRFXPHQWDWLRQ� SXWV� VWDWH�
IXQGV�DW�ULVN�RI�EHLQJ�XWLOL]HG�IRU�LQHOLJLEOH�SURMHFWV�

/DFN� RI� SURYLGLQJ� ZULWWHQ� JUDQW� FORVXUH� QRWLILFDWLRQV� WR� VSRQVRUV� LV� LQ� YLRODWLRQ� RI� WKH� VDPH�
SURJUDP�UHTXLUHPHQWV��DQG�ZRXOG�UHVXOW�LQ�ERWK�'2$9�DQG�WKH�DLUSRUW�VSRQVRUV�FRQWLQXHG�WUDFNLQJ�
DQG�RYHUVLJKW�RI�FORVHG�SURMHFWV�

5HFRPPHQGDWLRQ�V���
��� '2$9�VKRXOG� LPSOHPHQW� D�TXDOLW\� DVVXUDQFH�SURFHVV WR� FRQGXFW�SHULRGLF� UHYLHZV�RI� D�

VDPSOH�RI�SURMHFWV�WR�HQVXUH�FRPSOLDQFH�ZLWK�WKH 3URJUDP 0DQXDO�
��� '2$9�VKRXOG�HQVXUH�WKDW�JUDQW�FORVXUHV�DUH�FRQGXFWHG�LQ�DFFRUGDQFH�ZLWK�WKH�SROLFLHV�DQG�

SURFHGXUHV�RXWOLQHG�LQ�WKH 3URJUDP 0DQXDO�
��� '2$9�VKRXOG�REWDLQ�FRSLHV RI�DOO�VXSSRUWLQJ�GRFXPHQWDWLRQ�SULRU�WR�SURMHFW�DFFHSWDQFH�

DQG�UHLPEXUVHPHQWV�EHLQJ�LVVXHG�WR�DLUSRUW�VSRQVRUV�WR�HQVXUH�FRPSOLDQFH�
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0DQDJHPHQW�5HVSRQVH�V��
'2$9�DJUHHV ZLWK�WKH�FRQGLWLRQV�REVHUYHG�DQG�WKH�UHFRPPHQGDWLRQV�DV�SUHVHQWHG�ZLWK�
WKH�IROORZLQJ�VWDWHPHQW�
'2$9� FRQFXUV� ZLWK� WKH� UHFRPPHQGDWLRQV� WR� VWUHQJWKHQ� WKH� FRPSOLDQFH� SURFHVV� LI�
GHHPHG�ILQDQFLDOO\�DQG�RSHUDWLRQDOO\�IHDVLEOH�

&RUUHFWLYH�$FWLRQ�V�
5HVSRQVLEOH�3RVLWLRQ��&OLII�%XUQHWWH��'LUHFWRU�$6'

(VWLPDWHG�&RPSOHWLRQ�'DWH��)HEUXDU\������

��� ,QFOXGH�SHULRGLF�DXGLWV�RI�SURMHFWV�DV�SDUW�RI�WKH�,QWHUQDO�$XGLW�&RPPLWWHH
V�
FXUUHQW�DXGLW�UHTXLUHPHQWV�WR�HQVXUH�FRPSOLDQFH�ZLWK�$30�DQG�$0$�

��� (QIRUFH�FORVH�RXW�SURFHVV�DV�FLWHG�LQ�$30���5HYLVH�$30�DQG�SURYLGH�WUDLQLQJ�WR�
'2$9�VWDII���9HULI\�FRPSOLDQFH�DV�UHFRPPHQGHG�LQ�TXDOLW\�DVVXUDQFH�DXGLWV�LQ�
UHFRPPHQGDWLRQ�����

��� (QIRUFH�LQWHUQDO�SURFHGXUHV�WR�HQVXUH�UHTXLUHG�GRFXPHQWDWLRQ�LV�UHFHLYHG�ZLWK�
JUDQW�UHTXHVW��'HYHORS�DQG�SURYLGH�UHFXUUHQW�WUDLQLQJ�WR�VWDII�

5HTXLUH�DGGLWLRQDO� ,QVXUDQFH�&RYHUDJH�WR�(QVXUH�3URWHFWLRQ�RI�6WDWH�
)XQGV

3HU�WKH�3URJUDP�0DQXDO��������³(DFK�\HDU�D�VSRQVRU�PXVW�FHUWLI\�WR�'2$9�WKDW�WKH�VSRQVRU�KDV�
DGHTXDWH�OLDELOLW\�LQVXUDQFH�RU�RWKHU�PHDQV�RI�ILQDQFLDO�UHVSRQVLELOLW\�WR�VDWLVI\�WKH�PLQLPXP�GROODU�
DPRXQW� UHTXLUHG� E\�&RGH� RI� 9LUJLQLD� M �������� HW� VHT�� 3HU� WKH�&RGH� RI� 9LUJLQLD� M ��������
LQVXUDQFH�IRU�ERGLO\�LQMXU\�DQG�SURSHUW\�GDPDJH�OLDELOLW\�LQVXUDQFH�ZKLFK�SURYLGHV�FRYHUDJH�ZLWK�
UHVSHFW�WR�HDFK�DLUSRUW�RU�ODQGLQJ�DUHD�LQ�WKH�DPRXQW�RI�RQH�PLOOLRQ�GROODUV�FRYHULQJ�ERGLO\�LQMXU\�
DQG�SURSHUW\�GDPDJH�OLDELOLW\�LQ�DQ\�RQH�DFFLGHQW��FRQVWLWXWHG�SURRI�RI�ILQDQFLDO�UHVSRQVLELOLW\�´

'2$9�GRHV�QRW� UHTXLUH�DLUSRUW� VSRQVRUV� WR REWDLQ�DGGLWLRQDO� LQVXUDQFH�FRYHUDJH� WKDW�FRXOG�EH�
REWDLQHG�WR�SURWHFW�WKH�&RPPRQZHDOWK�IURP�DQ\�SRWHQWLDOO\�LQDSSURSULDWH�XVDJH�RI�VWDWH�IXQGV��
LQFOXGLQJ )DLWKIXO� 3HUIRUPDQFH� RI� 'XW\� %RQG� DQG� %ODQNHW�)LGHOLW\�&ULPH� %RQGV�� 7KH�
&RPPRQZHDOWK�RI�9LUJLQLD�UHTXLUHV�WKHVH�ERQGV�IRU�VWDWH�DQG�ORFDO�HPSOR\HHV�KDQGOLQJ�IXQGV�RU�
KDYLQJ�DFFHVV�WR�IXQGV�

)DLWKIXO� 3HUIRUPDQFH� RI� 'XW\� %RQG SURYLGHV� VXUHW\� IRU� HPSOR\HHV� KDQGOLQJ� IXQGV� RU�
KDYLQJ�DFFHVV�WR�WKH�IXQGV�
%ODQNHW�)LGHOLW\�&ULPH�%RQG SURWHFWV�DJDLQVW�ORVV�GXH�WR HPSOR\HH�GLVKRQHVW\�

$W�WKLV�WLPH�QR�DGGLWLRQDO�LQVXUDQFH�UHTXLUHPHQWV�DUH�PDQGDWHG�E\�WKH�3URJUDP�0DQXDO�RU�&RGH�
RI�9LUJLQLD�M �������� E\ DLUSRUW VSRQVRUV�
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2EWDLQLQJ� DGGLWLRQDO� LQVXUDQFH� VXFK� DV� WKH� )DLWKIXO� 3HUIRUPDQFH� RI� 'XW\� %RQG� DQG� WKH�
%ODQNHW�)LGHOLW\�&ULPH�%RQG�FRXOG�SURWHFW�VWDWH�IXQGV�DQG�WKH�DLUSRUW�FRPPLVVLRQV�

5HFRPPHQGDWLRQ�V��
��� '2$9� VKRXOG� HQVXUH� VWDWH� IXQGV� DUH� SURSHUO\� LQVXUHG� E\� DLUSRUW� VSRQVRUV� WR� SURYLGH�

'2$9� ZLWK� DGGLWLRQDO� DYHQXHV� IRU� REWDLQLQJ� UHSD\PHQW� RI� LQDSSURSULDWHO\� XVHG� VWDWH�
IXQGV���7KLV�FDQ�EH�DFFRPSOLVKHG�E\�UHTXLULQJ�DLUSRUWV�WR�REWDLQ�)DLWKIXO�3HUIRUPDQFH�RI�
'XW\�%RQGV�DQG�%ODQNHW�)LGHOLW\�&ULPH�%RQGV�IRU�WKH�PHPEHUV�RI�WKH�FRPPLVVLRQV�DQG�
H[HFXWLYH�WHDP�HPSOR\HHV�DW�DLUSRUWV��7KLV�PD\�UHTXLUH�DQ�DPHQGPHQW�WR�&RGH�RI�9LUJLQLD
M ��������� VLQFH�DW�WKLV�WLPH�WKH�FRGH�RQO\�UHTXLUHV�WKH�ERGLO\�LQMXU\�DQG�SURSHUW\�GDPDJH�
OLDELOLW\�FRYHUDJH�

0DQDJHPHQW�5HVSRQVH�V��

'2$9�DJUHHV ZLWK�WKH�FRQGLWLRQV�REVHUYHG�DQG�WKH�UHFRPPHQGDWLRQV�DV�SUHVHQWHG�ZLWK�
WKH�IROORZLQJ�VWDWHPHQW�

'LUHFWRU�RI�$YLDWLRQ�VSRNH�ZLWK�WKH�5LVN�0DQDJHPHQW�UHSUHVHQWDWLYH�LQ�7UHDVXU\��0V��
-R\FH�/HH��DQG�VKH�VXSSRUWV�WKH�UHFRPPHQGDWLRQ�

'LUHFWRU�RI�$YLDWLRQ�QHHGV�WR�VSHDN�ZLWK�WKHLU�UHSUHVHQWDWLYH�LQ�WKH�2IILFH�RI�WKH�$WWRUQH\�
*HQHUDO�� 0U�� -HII� $OOHQ�� WR� VHH� LI� WKH� 9LUJLQLD� &RGH� ZLOO� QHHG� WR� EH� FKDQJHG� WR�
DFFRPPRGDWH� WKLV� FKDQJH� RU� LI� D� 9LUJLQLD� $YLDWLRQ� %RDUG� �9$%�� SROLF\� FKDQJH� LV�
VXIILFLHQW�

'LUHFWRU�RI�$YLDWLRQ�ZLOO�DOVR�KDYH�WR�UHVHDUFK�WKH�FRVW�RI�VXFK�LQVXUDQFH�WR�WKH�DLUSRUWV�
WR�HQVXUH�WKH\�XQGHUVWDQG�WKH�IXOO�LPSDFW�RI�VXFK�D�UHTXLUHPHQW�

'LUHFWRU�RI�$YLDWLRQ�DQG�-HII�$OOHQ�ZLOO�SUHVHQW�WKH�LQIRUPDWLRQ�WR�WKH�9$%�WR�GHWHUPLQH�
WKH�DSSURSULDWH�FRXUVH�RI�DFWLRQ�WR�HQVXUH�WKH�&RPPRQZHDOWK¶V�IXQGV�DUH�DSSURSULDWHO\�
SURWHFWHG��

&RUUHFWLYH�$FWLRQ�V�
5HVSRQVLEOH�3RVLWLRQ��&OLII�%XUQHWWH��'LUHFWRU�$6'

(VWLPDWHG�&RPSOHWLRQ�'DWH��)HEUXDU\������

��� ,QYHVWLJDWH�RSWLRQV�DYDLODEOH�DQG�EHVW�SUDFWLFHV�XVHG�E\�RWKHU�VWDWH�DJHQFLHV�WKDW�
SURYLGH�ILQDQFLDO�DLG�WR�ORFDOLWLHV�
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$8',7�5(68/76

%DVHG�RQ�WKH�UHVXOWV�DQG�ILQGLQJV�RI�WKH�DXGLW�WHVW�ZRUN�FRQGXFWHG�IRU�'2$9��26,*�FRQFOXGHG�
WKDW�LQWHUQDO�FRQWUROV�QHHG�VWUHQJWKHQLQJ LQ�VHYHUDO�DUHDV�UHODWHG WR '2$9�RYHUVLJKW�RI�WKH�DLUSRUW�
IXQGLQJ�SURJUDPV DV�LGHQWLILHG�LQ�WKH�UHSRUW�ILQGLQJV�




