
 

 

SOUTH CAROLINA STATE FIREFIGHTERS¶ ASSOCIATION 

AGREED UPON PROCEDURES 

SU00AR< OF FINDINGS 
 
FLQGLQJV RQ FROORZ US VLVLWV� 

�� :H UHFRPPHQG WKDW VRPHRQH LQGHSHQGHQW RI WKH FKHFN VLJQHU UHFRQFLOH WKH EDQN VWDWHPHQW WR WKH 
FKHFN UHJLVWHU RQ D PRQWKO\ EDVLV DQG WKDW VRPHRQH LQGHSHQGHQW RI WKH SUHSDUHU UHYLHZ WKH EDQN 
UHFRQFLOLDWLRQ RQ D PRQWKO\ EDVLV LQ RUGHU WR HQVXUH SURSHU VHJUHJDWLRQ RI GXWLHV�  7KH SUHSDUHU DQG 
UHYLHZHU VKRXOG VLJQ DQG GDWH WKH UHFRQFLOLDWLRQ DV HYLGHQFH RI WKH WLPHO\ FRPSOHWLRQ DQG 
LQGHSHQGHQW UHYLHZ�  (��) 

�� 7KH 'HSDUWPHQW ZDV XQDEOH WR SURYLGH D FRS\ RI WKH )RUPV ���� ���� ���� RU ��� ZKLFK ZHUH 
VXEPLWWHG WR WKH $VVRFLDWLRQ RU WKH VXEPLWWHG IRUPV ZHUH QRW SURSHUO\ SUHSDUHG RU VXEPLWWHG ZLWKLQ 
WKH $VVRFLDWLRQ¶V UHTXLUHG GHDGOLQHV�  ,W LV LPSRUWDQW WKDW WKH 'HSDUWPHQW UHWDLQ FRSLHV RI DOO 
FRPSOHWHG IRUPV WKDW DUH UHTXLUHG WR EH VXEPLWWHG WR WKH $VVRFLDWLRQ DQG HQVXUH WKDW DOO IRUPV DUH 
VXEPLWWHG WR WKH $VVRFLDWLRQ RQ D WLPHO\ EDVLV�  (��) 

�� :H VWURQJO\ UHFRPPHQG WKDW WZR VLJQDWXUHV EH UHTXLUHG RQ DOO �� IXQG FKHFNV�  (�) 

�� 7KH 'HSDUWPHQW PDGH YHU\ IHZ RU QR GLVEXUVHPHQWV GXULQJ WKH \HDU�  :H UHFRPPHQG WKH 
'HSDUWPHQW UHYLHZ WKH $VVRFLDWLRQ¶V H[SHQGLWXUH JXLGHOLQHV WR GHWHUPLQH KRZ EHVW WR XVH WKH IXQGV 
WR SURYLGH WKH JUHDWHVW EHQHILW IRU WKH PHPEHUV RI WKH 'HSDUWPHQW�  (�) 

�� )RU GHSDUWPHQWV ORFDWHG LQ DQ XQLQFRUSRUDWHG FRPPXQLW\� VWDWH ODZ �DUWLFOH �� VHFWLRQ ��������� 
UHTXLUHV WKH &RXQW\ 7UHDVXUHU WR VHUYH RQ WKH %RDUG RI 7UXVWHHV RI WKH �� IXQGV�  $GGLWLRQDOO\� WKH 
VWDWH ODZ UHTXLUHV WKH GHSDUWPHQW¶V ORFDO ERDUG RI WUXVWHHV FRQVLVW RI WKH &RXQW\ 7UHDVXUHU DQG RI 
VXFK UHVLGHQWV RI WKH FRPPXQLW\ DV PD\ EH DSSRLQWHG E\ WKH 7UHDVXUHU RQ D UHFRPPHQGDWLRQ E\ D 
PDMRULW\ RI WKH OHJLVODWLYH GHOHJDWLRQ RU GHOHJDWLRQV RI WKH FRXQW\ LQ ZKLFK WKH FRPPXQLW\ LV 
ORFDWHG�  (�) 

�� 7KH 'HSDUWPHQW¶V SURFHVV IRU SXUFKDVLQJ LWHPV XVLQJ �� IXQGV RIWHQ LQYROYHV WKH 'HSDUWPHQW 
PDNLQJ WKH SXUFKDVH XVLQJ PRQLHV IURP WKH RSHUDWLQJ IXQG DQG WKHQ UHLPEXUVLQJ WKH RSHUDWLQJ IXQG 
IURP WKH �� IXQGV DFFRXQW�  :H UHFRPPHQG WKDW DOO DOORZDEOH DQG SURSHUO\ DSSURYHG H[SHQVHV EH 
SDLG GLUHFWO\ WR WKH WKLUG�SDUW\ YHQGRU RXW RI WKH �� IXQGV DFFRXQW�  (�) 

�� 7KH 'HSDUWPHQW GLG QRW REWDLQ UHTXLUHG DSSURYDOV IRU GLVEXUVHPHQWV PDGH GXULQJ WKH \HDU�  :KLOH 
WKH GLVEXUVHPHQWV ZHUH SURSHUO\ VXSSRUWHG E\ LQYRLFHV DQG UHSUHVHQWHG DOORZDEOH H[SHQGLWXUHV LQ 
DFFRUGDQFH ZLWK WKH $VVRFLDWLRQ¶V JXLGHOLQHV� ZH UHFRPPHQG WKH 'HSDUWPHQW REWDLQ SURSHU 
DSSURYDOV WKURXJK WKH FRPSOHWLRQ RI DQ $QQXDO %XGJHW �)RUP ���� RU ([SHQGLWXUH $SSURYDO )RUP 
�)RUP ���� SULRU WR GLVEXUVLQJ IXQGV�  (�) 

�� 6XSSRUWLQJ GRFXPHQWDWLRQ �VXFK DV LQYRLFHV RU UHFHLSWV� ZDV QRW DYDLODEOH IRU DOO GLVEXUVHPHQWV 
WHVWHG�  ,W LV LPSRUWDQW WR HQVXUH WKDW RULJLQDO GRFXPHQWDWLRQ EH PDLQWDLQHG IRU DOO FDVK 
GLVEXUVHPHQWV� ,I RULJLQDO GRFXPHQWDWLRQ LV ORVW� LW VKRXOG EH QRWHG DV VXFK DQG VLJQHG E\ WKH 
SHUVRQ�V� LQYROYHG� LW VKRXOG LQFOXGH D GHVFULSWLRQ RI WKH SXUSRVH RI WKH GLVEXUVHPHQW� DQG DWWHPSWV 
VKRXOG EH PDGH WR REWDLQ FRSLHV RI VXSSRUWLQJ GRFXPHQWDWLRQ�  &KHFNV VKRXOG QRW EH SUHSDUHG� 
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VLJQHG DQG GLVEXUVHG XQWLO VXSSRUWLQJ GRFXPHQWDWLRQ LV UHFHLYHG DQG DSSURYHG� RU XQWLO WKH ORVW 
VXSSRUWLQJ GRFXPHQWDWLRQ LV QRWHG DV VXFK� (�) 

�� 7KH 'HSDUWPHQW¶V DFWXDO H[SHQGLWXUHV H[FHHGHG WKH DSSURYHG EXGJHWHG H[SHQGLWXUHV GXULQJ WKH 
\HDU� DQG QR DGGLWLRQDO 2QH 3HUFHQW ([SHQGLWXUH )RUP �)RUP ���� ZDV VXEPLWWHG RU DSSURYHG E\ 
WKH $VVRFLDWLRQ�  :H UHFRPPHQG WKH 'HSDUWPHQW FDUHIXOO\ UHYLHZ WKH DSSURYHG DPRXQWV LQFOXGHG 
LQ WKH DSSURYHG $QQXDO %XGJHW SULRU WR LQFXUULQJ H[SHQGLWXUHV DQG FRPSOHWH DQ ([SHQGLWXUH 
$SSURYDO )RUP ����� IRU DPRXQWV JUHDWHU WKDQ ���� LQ H[FHVV RI WKH DSSURYHG EXGJHW �E\ OLQH LWHP� 
LQ RUGHU WR HQVXUH DOO GLVEXUVHPHQWV DUH SURSHUO\ DSSURYHG E\ D PDMRULW\ RI WKH ILUHPHQ� WKH /RFDO 
%RDUG RI 7UXVWHHV� DQG WKH $VVRFLDWLRQ SULRU WR GLVEXUVHPHQW� (�) 

��� 7KH FRVW SHU DWWHQGHH IRU D KROLGD\ GLQQHU RU GULOO QLJKW GLQQHU H[FHHGHG WKH UHVSHFWLYH ��� DQG ��� 
OLPLWV HVWDEOLVKHG E\ WKH $VVRFLDWLRQ�  :H UHFRPPHQG WKH 'HSDUWPHQW PRQLWRU WKH FRVW RI PHDOV 
ZKHQ DSSURYLQJ GLVEXUVHPHQWV LQ RUGHU WR HQVXUH WKH 'HSDUWPHQW DGKHUHV WR WKH $VVRFLDWLRQ¶V 
JXLGHOLQHV�  $GGLWLRQDOO\� WKH 'HSDUWPHQW VKRXOG PDLQWDLQ D GHWDLOHG OLVW RI DWWHQGHHV IRU DOO VXFK 
GLQQHUV WR VXSSRUW WKH H[SHQGLWXUHV LQFXUUHG� (�) 

��� 7KH 'HSDUWPHQW DGRSWHG QHZ IRUPDOL]HG SROLFLHV DQG SURFHGXUHV UHODWHG WR LWV �� IXQGV GXULQJ WKH 
FXUUHQW \HDU WR DGGUHVV UHFRPPHQGDWLRQV LGHQWLILHG LQ SULRU \HDU UHSRUWV�  %HFDXVH WKH 'HSDUWPHQW 
GLG QRW UHFHLYH RU GLVEXUVH DQ\ �� IXQGV GXULQJ WKH FXUUHQW \HDU� ZH ZHUH XQDEOH WR YHULI\ WKDW WKH 
QHZ SURFHGXUHV ZHUH RSHUDWLQJ DV GHVLJQHG�  :H UHFRPPHQG WKH 'HSDUWPHQW DGKHUH WR LWV QHZ 
SROLFLHV DQG SURFHGXUHV LQ RUGHU WR FRPSO\ ZLWK WKH $VVRFLDWLRQ¶V JXLGHOLQHV� (�) 

��� &XUUHQWO\� WKH �� IXQGV DUH EHLQJ PDLQWDLQHG LQ D SRROHG FDVK DFFRXQW E\ WKH &RXQW\ 7UHDVXUHU 
ZLWK DFFRXQWLQJ LQ D VHSDUDWH UHSRUWLQJ IXQG LQ WKH &RXQW\¶V DFFRXQWLQJ VRIWZDUH� :H UHFRPPHQG 
WKDW �� IXQGV EH PDLQWDLQHG LQ D VHSDUDWH EDQN DFFRXQW IURP RWKHU IXQGV� LQ DFFRUGDQFH ZLWK WKH 
$VVRFLDWLRQ¶V JXLGHOLQHV� LQ RUGHU WR SURSHUO\ WUDFN DOO DFWLYLW\ UHODWHG WR WKH �� IXQGV DQG PLWLJDWH 
WKH ULVN WKDW IXQGV ZLOO EH GLVEXUVHG IRU XQDOORZDEOH RU XQDSSURYHG H[SHQVHV� (�) 

��� 'XULQJ WKH WHVWZRUN SHUIRUPHG� ZH QRWHG FHUWDLQ GLVEXUVHPHQWV WKDW UHSUHVHQWHG FDVK DGYDQFHV WR 
PHPEHUV RI WKH 'HSDUWPHQW IRU WUDYHO H[SHQVHV�  :KLOH WKH GLVEXUVHPHQWV ZHUH SURSHUO\ DSSURYHG 
DQG VXSSRUWHG E\ RULJLQDO GRFXPHQWDWLRQ �VXFK DV UHFHLSWV� HWF�� UHODWHG WR DOORZDEOH H[SHQVHV� WKH 
$VVRFLDWLRQ VWURQJO\ GLVFRXUDJHV WKH SUDFWLFH RI PDNLQJ FDVK DGYDQFHV RI �� IXQGV�  :H 
UHFRPPHQG WKH 'HSDUWPHQW OLPLW WKH XVH RI FDVK DGYDQFHV E\ PDNLQJ SD\PHQWV GLUHFWO\ WR WKLUG 
SDUW\ YHQGRUV ZKHQHYHU SRVVLEOH DQG PDNLQJ SD\PHQWV IRU RWKHU DOORZDEOH WUDYHO H[SHQVHV VXFK DV 
PHDOV� PLOHDJH� HWF� RQ D UHLPEXUVHPHQW EDVLV� (�) 

��� 7KH 'HSDUWPHQW KDV D GULQN IXQG IRU LWV YHQGLQJ PDFKLQHV WKDW LV VHSDUDWH IURP WKH �� IXQG� 
+RZHYHU� WKH 'HSDUWPHQW XVHV �� IXQGV WR VXSSOHPHQW WKH IXQGV DYDLODEOH LQ WKH GULQN IXQG� :H 
UHFRPPHQG WKH 'HSDUWPHQW XVH RQO\ RQH IXQGLQJ VRXUFH WR SXUFKDVH LQYHQWRU\ IRU WKH YHQGLQJ 
PDFKLQHV LQ RUGHU WR PLWLJDWH WKH ULVN RI FRPLQJOLQJ �� IXQGV ZLWK RWKHU UHYHQXH VRXUFHV� ,I WKH 
'HSDUWPHQW FKRRVHV WR FRQWLQXH WR XVH �� IXQGV WR SXUFKDVH LQYHQWRU\ IRU WKH YHQGLQJ PDFKLQHV� 
DOO SURILWV JHQHUDWHG E\ WKH PDFKLQHV PXVW EH GHSRVLWHG LQWR WKH �� DFFRXQW DQG DOO UHODWHG 
GLVEXUVHPHQWV PXVW EH PDGH LQ DFFRUGDQFH ZLWK WKH $VVRFLDWLRQ¶V JXLGHOLQHV� (�) 

��� 7KH 'HSDUWPHQW LGHQWLILHG GLVEXUVHPHQWV WKDW GLG QRW UHSUHVHQW DOORZDEOH H[SHQGLWXUHV RI �� IXQGV 
GXULQJ WKH FRPSOHWLRQ RI WKH 6HOI $XGLW )RUP �)RUP ����� 7KH 'HSDUWPHQW VXEVHTXHQWO\ LVVXHG 
UHLPEXUVHPHQWV WR WKH �� IXQG IURP WKH RSHUDWLQJ IXQG�  +RZHYHU� ZH UHFRPPHQG WKH 'HSDUWPHQW 
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FDUHIXOO\ UHYLHZ DOO WUDQVDFWLRQV UHODWHG WR �� IXQGV WR HQVXUH RQO\ DSSURYHG DOORZDEOH 
H[SHQGLWXUHV DUH SDLG IRU ZLWK �� IXQGV� (�) 

��� 7KH 'HSDUWPHQW LV FXUUHQWO\ PDLQWDLQLQJ WKH JHQHUDO OHGJHU LQ D KDQGZULWWHQ QRWHERRN�  'XH WR WKH 
ODUJH DPRXQW RI IXQGV UHFHLYHG E\ WKH 'HSDUWPHQW� ZH UHFRPPHQG WKDW WKH 'HSDUWPHQW FRQVLGHU 
XVLQJ D PRUH IRUPDO JHQHUDO OHGJHU� VXFK DV WKH FKHFN UHJLVWHU RU DQ RXW RI WKH ER[ ERRNNHHSLQJ 
SDFNDJH� WR PRUH DFFXUDWHO\ WUDFN WUDQVDFWLRQV� (�) 

��� 7KH 'HSDUWPHQW PDGH SHULRGLF GLVEXUVHPHQWV WR D PHPEHU RI WKH 'HSDUWPHQW IRU YDULRXV VHUYLFHV 
SURYLGHG WKDW ZHUH QRW MRE�UHODWHG� 7KHVH GLVEXUVHPHQWV DUH QRW FRQVLGHUHG E\ WKH $VVRFLDWLRQ WR 
EH DQ DOORZDEOH XVH RI �� IXQGV� WKHUHIRUH� ZH UHFRPPHQG WKDW WKH 'HSDUWPHQW UHLPEXUVH WKH �� 
DFFRXQW IRU WKH WRWDO DPRXQW SDLG�  :H UHFRPPHQG WKH 'HSDUWPHQW RQO\ SD\ DSSURYHG DQG 
DOORZDEOH H[SHQGLWXUHV IRU �� IXQGV DQG FRQWDFW WKH $VVRFLDWLRQ UHJDUGLQJ DQ\ TXHVWLRQV UHODWHG 
WR H[SHQGLWXUHV EHLQJ DOORZHG� (�) 

��� :H QRWHG WKDW WKH DXWKRUL]HG FKHFN VLJQHUV DSSURYHG IRU WKH �� DFFRXQW E\ WKH ILUHILJKWHUV DQG WKH 
/RFDO %RDUG RI 7UXVWHHV GLG QRW PDWFK WKH FKHFN VLJQHUV VKRZQ RQ WKH VLJQDWXUH FDUG DW WKH EDQN� 
3HU LQTXLU\� WKLV ZDV UHVROYHG DIWHU RXU YLVLW�  :H UHFRPPHQG WKH 'HSDUWPHQW NHHS WKH EDQN 
VLJQDWXUH FDUG XS WR GDWH WR SURSHUO\ UHIOHFW WKH LQGLYLGXDOV ZKR DUH DXWKRUL]HG WR VLJQ FKHFNV IRU 
WKH �� IXQGV� (�) 

FLQGLQJV IURP IQLWLDO VLVLWV� 

�� 7KH 'HSDUWPHQW ZDV XQDEOH WR SURYLGH D FRS\ RI WKH )RUPV ���� ���� ���� RU ��� ZKLFK ZHUH 
VXEPLWWHG WR WKH $VVRFLDWLRQ RU WKH VXEPLWWHG IRUPV ZHUH QRW SURSHUO\ SUHSDUHG RU VXEPLWWHG ZLWKLQ 
WKH $VVRFLDWLRQ¶V UHTXLUHG GHDGOLQHV�  ,W LV LPSRUWDQW WKDW WKH 'HSDUWPHQW UHWDLQ FRSLHV RI DOO 
FRPSOHWHG IRUPV WKDW DUH UHTXLUHG WR EH VXEPLWWHG WR WKH $VVRFLDWLRQ DQG HQVXUH WKDW DOO IRUPV DUH 
VXEPLWWHG WR WKH $VVRFLDWLRQ RQ D WLPHO\ EDVLV�  (��) 

�� :H UHFRPPHQG WKDW VRPHRQH LQGHSHQGHQW RI WKH FKHFN VLJQHU UHFRQFLOH WKH EDQN VWDWHPHQW WR WKH 
FKHFN UHJLVWHU RQ D PRQWKO\ EDVLV DQG WKDW VRPHRQH LQGHSHQGHQW RI WKH SUHSDUHU UHYLHZ WKH EDQN 
UHFRQFLOLDWLRQ RQ D PRQWKO\ EDVLV LQ RUGHU WR HQVXUH SURSHU VHJUHJDWLRQ RI GXWLHV�  7KH SUHSDUHU DQG 
UHYLHZHU VKRXOG VLJQ DQG GDWH WKH UHFRQFLOLDWLRQ DV HYLGHQFH RI WKH WLPHO\ SUHSDUDWLRQ DQG 
LQGHSHQGHQW UHYLHZ�  (��) 

�� 6XSSRUWLQJ GRFXPHQWDWLRQ �VXFK DV LQYRLFHV RU UHFHLSWV� ZDV QRW DYDLODEOH IRU DOO GLVEXUVHPHQWV 
WHVWHG�  ,W LV LPSRUWDQW WR HQVXUH WKDW RULJLQDO GRFXPHQWDWLRQ EH PDLQWDLQHG IRU DOO FDVK 
GLVEXUVHPHQWV� ,I RULJLQDO GRFXPHQWDWLRQ LV ORVW� LW VKRXOG EH QRWHG DV VXFK DQG VLJQHG E\ WKH 
SHUVRQ�V� LQYROYHG� LW VKRXOG LQFOXGH D GHVFULSWLRQ RI WKH SXUSRVH RI WKH GLVEXUVHPHQW� DQG DWWHPSWV 
VKRXOG EH PDGH WR REWDLQ FRSLHV RI VXSSRUWLQJ GRFXPHQWDWLRQ�  &KHFNV VKRXOG QRW EH SUHSDUHG� 
VLJQHG DQG GLVEXUVHG XQWLO VXSSRUWLQJ GRFXPHQWDWLRQ LV UHFHLYHG DQG DSSURYHG� RU XQWLO WKH ORVW 
VXSSRUWLQJ GRFXPHQWDWLRQ LV QRWHG DV VXFK�  (��) 

�� 7KH 'HSDUWPHQW GLG QRW REWDLQ UHTXLUHG DSSURYDOV IRU GLVEXUVHPHQWV PDGH GXULQJ WKH \HDU�  :KLOH 
WKH GLVEXUVHPHQWV ZHUH SURSHUO\ VXSSRUWHG E\ LQYRLFHV DQG UHSUHVHQWHG DOORZDEOH H[SHQGLWXUHV LQ 
DFFRUGDQFH ZLWK WKH $VVRFLDWLRQ¶V JXLGHOLQHV� ZH UHFRPPHQG WKH 'HSDUWPHQW REWDLQ SURSHU 
DSSURYDOV WKURXJK WKH FRPSOHWLRQ RI DQ $QQXDO %XGJHW �)RUP ���� RU ([SHQGLWXUH $SSURYDO )RUP 
�)RUP ���� SULRU WR GLVEXUVLQJ IXQGV�  (��) 
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�� 7KH 7UHDVXUHU RU /RFDO %RDUG RI 7UXVWHHV IRU WKH �� IXQGV ZDV QRW VHOHFWHG LQ DFFRUGDQFH ZLWK WKH 
$VVRFLDWLRQ¶V JXLGHOLQHV RU VWDWH ODZ�  (��) 

�� :H VWURQJO\ UHFRPPHQG WKDW WZR VLJQDWXUHV EH UHTXLUHG RQ DOO �� IXQG FKHFNV�  (��) 

�� 7KH 'HSDUWPHQW¶V SURFHVV IRU SXUFKDVLQJ LWHPV XVLQJ �� IXQGV RIWHQ LQYROYHV D 'HSDUWPHQW 
PHPEHU PDNLQJ WKH SXUFKDVH XVLQJ KLV RU KHU RZQ IXQGV DQG WKHQ EHLQJ UHLPEXUVHG E\ WKH 
'HSDUWPHQW�  $OO UHLPEXUVHPHQWV WHVWHG DSSHDUHG WR EH IRU HOLJLEOH DQG DSSURYHG H[SHQVHV� 
KRZHYHU� ZH UHFRPPHQG WKDW DOO H[SHQVHV EH SDLG GLUHFWO\ WR WKH WKLUG�SDUW\ YHQGRU RXW RI WKH �� 
IXQGV�  (��) 

�� 7KH 'HSDUWPHQW¶V SURFHVV IRU SXUFKDVLQJ LWHPV XVLQJ �� IXQGV RIWHQ LQYROYHV WKH 'HSDUWPHQW 
PDNLQJ WKH SXUFKDVH XVLQJ PRQLHV IURP WKH RSHUDWLQJ DFFRXQW DQG WKHQ UHLPEXUVLQJ WKH RSHUDWLQJ 
DFFRXQW IURP WKH �� IXQGV DFFRXQW�  :H UHFRPPHQG WKDW DOO DOORZDEOH DQG SURSHUO\ DSSURYHG 
H[SHQVHV EH SDLG GLUHFWO\ WR WKH WKLUG�SDUW\ YHQGRU RXW RI WKH �� IXQGV DFFRXQW�  (�) 

�� 7KH FRVW SHU DWWHQGHH IRU D KROLGD\ GLQQHU RU GULOO QLJKW GLQQHU H[FHHGHG WKH UHVSHFWLYH ��� DQG ��� 
OLPLWV HVWDEOLVKHG E\ WKH $VVRFLDWLRQ�  :H UHFRPPHQG WKH 'HSDUWPHQW FORVHO\ PRQLWRU WKH FRVW RI 
PHDOV ZKHQ DSSURYLQJ GLVEXUVHPHQWV LQ RUGHU WR HQVXUH WKH 'HSDUWPHQW DGKHUHV WR WKH 
$VVRFLDWLRQ¶V JXLGHOLQHV�  $GGLWLRQDOO\� WKH 'HSDUWPHQW VKRXOG PDLQWDLQ D GHWDLOHG OLVW RI DWWHQGHHV 
IRU DOO VXFK GLQQHUV WR VXSSRUW WKH H[SHQGLWXUHV LQFXUUHG� (�) 

��� :H QRWHG FHUWDLQ GLVEXUVHPHQWV WKDW UHSUHVHQWHG H[SHQGLWXUHV WKDW DUH QRW DOORZDEOH LQ DFFRUGDQFH 
ZLWK $VVRFLDWLRQ JXLGHOLQHV� LQFOXGLQJ WKH SXUFKDVH RI JLIW FDUGV� VFKRODUVKLSV SDLG DV 
UHLPEXUVHPHQW WR 'HSDUWPHQW PHPEHUV UDWKHU WKDQ GLUHFWO\ WR HGXFDWLRQDO LQVWLWXWLRQV� PDQGDWHG 
HTXLSPHQW IRU 'HSDUWPHQW PHPEHUV� DQG JLIWV IRU PHPEHUV¶ VSRXVHV�  :H UHFRPPHQG WKH 
'HSDUWPHQW UHYLHZ WKH $VVRFLDWLRQ¶V H[SHQGLWXUH JXLGHOLQHV WR HQVXUH WKDW RQO\ DOORZDEOH 
H[SHQGLWXUHV DUH DSSURYHG DQG SDLG IRU XVLQJ WKH �� IXQGV�  (�) 

��� 7KH 'HSDUWPHQW¶V DFWXDO H[SHQGLWXUHV H[FHHGHG WKH DSSURYHG EXGJHWHG H[SHQGLWXUHV GXULQJ WKH 
\HDU� DQG QR DGGLWLRQDO 2QH 3HUFHQW ([SHQGLWXUH )RUP �)RUP ���� ZDV VXEPLWWHG RU DSSURYHG E\ 
WKH $VVRFLDWLRQ�  :H UHFRPPHQG WKH 'HSDUWPHQW FDUHIXOO\ UHYLHZ WKH DSSURYHG DPRXQWV LQFOXGHG 
LQ WKH DSSURYHG $QQXDO %XGJHW SULRU WR LQFXUULQJ H[SHQGLWXUHV DQG FRPSOHWH DQ ([SHQGLWXUH 
$SSURYDO )RUP ����� IRU DPRXQWV JUHDWHU WKDQ ���� LQ H[FHVV RI WKH DSSURYHG EXGJHW �E\ OLQH LWHP� 
LQ RUGHU WR HQVXUH DOO GLVEXUVHPHQWV DUH SURSHUO\ DSSURYHG E\ D PDMRULW\ RI WKH ILUHPHQ� WKH /RFDO 
%RDUG RI 7UXVWHHV� DQG WKH $VVRFLDWLRQ SULRU WR GLVEXUVHPHQW� (�) 

��� :H QRWHG WKH 'HSDUWPHQW KDV DFFXPXODWHG D VLJQLILFDQW EDODQFH RI �� IXQGV DV D UHVXOW RI PDNLQJ 
YHU\ IHZ GLVEXUVHPHQWV RYHU WKH SULRU \HDUV�  :H UHFRPPHQG WKH 'HSDUWPHQW UHYLHZ WKH 
$VVRFLDWLRQ¶V H[SHQGLWXUH JXLGHOLQHV WR GHWHUPLQH KRZ EHVW WR XVH WKH IXQGV WR SURYLGH WKH JUHDWHVW 
EHQHILW IRU WKH PHPEHUV RI WKH 'HSDUWPHQW�  (�) 

��� 0RQWKO\ UHSRUWV RI WKH �� DFWLYLW\ DUH QRW FXUUHQWO\ EHLQJ SRVWHG IRU UHYLHZ E\ WKH PHPEHUV RI WKH 
'HSDUWPHQW�  :H UHFRPPHQG WKH 'HSDUWPHQW EHJLQ SUHSDULQJ PRQWKO\ UHSRUWV GHWDLOLQJ DOO 
WUDQVDFWLRQV UHODWHG WR WKH �� IXQGV DQG SRVWLQJ WKHP LQ WKH 'HSDUWPHQW RU RQ WKH 'HSDUWPHQW¶V 
ZHEVLWH� (�) 

��� 7KH 'HSDUWPHQW LV QRW PDLQWDLQLQJ D FKHFN UHJLVWHU IRU WKH �� IXQGV EDQN DFFRXQW RU LV QRW 
UHFRUGLQJ WUDQVDFWLRQV LQ WKH FKHFN UHJLVWHU LQ D WLPHO\ PDQQHU�  :H UHFRPPHQG WKDW DOO WUDQVDFWLRQV 
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UHODWHG WR WKH �� IXQGV DUH UHFRUGHG LQ D FKHFN UHJLVWHU DQG WKDW WKH FKHFN UHJLVWHU LV UHFRQFLOHG WR 
WKH EDQN VWDWHPHQW RQ D PRQWKO\ EDVLV� (�) 

��� 7KH 'HSDUWPHQW FRXOG QRW SURYLGH FRSLHV RI WKH FKHFNV RU GHSRVLW VOLSV IRU WKH DPRXQWV UHFHLYHG 
IURP WKH $VVRFLDWLRQ�  :H UHFRPPHQG VXSSRUWLQJ GRFXPHQWDWLRQ EH UHWDLQHG IRU DOO WUDQVDFWLRQV 
UHODWHG WR WKH �� IXQGV�  (�) 

��� 7KH 'HSDUWPHQW¶V FXUUHQW SROLF\ DQG SUDFWLFH LV WR UHTXLUH WZR DXWKRUL]HG VLJQDWXUHV RQ DOO FKHFNV�  
+RZHYHU� WKH EDQN UHTXLUHV RQO\ RQH VLJQDWXUH WR SURFHVV FKHFNV�  :H UHFRPPHQG WKH 'HSDUWPHQW 
ZRUN ZLWK WKH EDQN WR ILOH D IRUPDO EDQN VLJQDWXUH FDU UHTXLULQJ WZR VLJQDWXUHV RQ DOO GLVEXUVHPHQWV 
RI �� IXQGV� (�) 

��� 2Q WKH GD\ RI WHVWZRUN� WKH 'HSDUWPHQW ZDV XQDEOH WR SURYLGH EDQN VWDWHPHQWV IRU WKH SHULRG XQGHU 
UHYLHZ�  ,W LV LPSRUWDQW WKDW GRFXPHQWDWLRQ EH UHWDLQHG IRU DOO DFWLYLW\ UHODWHG WR WKH �� IXQGV�  (�) 

��� 7KH �� DFFRXQW ZDV XVHG WR SD\ IRU H[SHQGLWXUHV XQUHODWHG WR �� IXQGV� 7KH IXQGV ZHUH 
VXEVHTXHQWO\ UHLPEXUVHG EDFN WR WKH �� DFFRXQW� KRZHYHU� WKH �� IXQGV DFFRXQW VKRXOG RQO\ EH 
XVHG IRU YDOLG �� GLVEXUVHPHQWV DQG VKRXOG QRW EH FRPLQJOHG ZLWK RSHUDWLQJ IXQGV� :H 
UHFRPPHQG WKDW �� IXQGV EH PDLQWDLQHG LQ D VHSDUDWH EDQN DFFRXQW IURP RWKHU IXQGV� LQ DFFRUGDQFH 
ZLWK WKH $VVRFLDWLRQ¶V JXLGHOLQHV� DQG RQO\ EH XVHG IRU YDOLG �� IXQG GLVEXUVHPHQWV LQ RUGHU WR 
SURSHUO\ WUDFN DOO DFWLYLW\ UHODWHG WR WKH �� IXQGV DQG PLWLJDWH WKH ULVN WKDW IXQGV ZLOO EH GLVEXUVHG 
IRU XQDOORZDEOH RU XQDSSURYHG H[SHQVHV� (�) 

��� 7KH &RXQW\ 7UHDVXUHU¶V RIILFH FXUUHQWO\ SURFHVVHV GLVEXUVHPHQWV IURP WKH �� IXQGV DFFRXQW� 
UHFHLYHV WKH EDQN VWDWHPHQWV� DQG SUHSDUHV WKH PRQWKO\ EDQN UHFRQFLOLDWLRQV� 7KH 'HSDUWPHQW LV 
RQO\ EHLQJ QRWLILHG DQQXDOO\ RI WKH DFFRXQW EDODQFH ZKHQ WKH\ EHJLQ SUHSDULQJ WKH DQQXDO EXGJHW� 
:H UHFRPPHQG WKDW WKH 'HSDUWPHQW UHTXHVW WKH EDQN VWDWHPHQWV DQG UHFRQFLOLDWLRQV PRQWKO\� DV 
ZHOO DV D PRQWKO\ UHSRUW GHWDLOLQJ DOO H[SHQVHV SDLG RXW RI WKH �� IXQGV LQ RUGHU WR HQVXUH RQO\ 
SURSHUO\ DSSURYHG GLVEXUVHPHQWV DUH FKDUJHG WR WKH �� IXQGV DFFRXQW� 7KHVH PRQWKO\ UHSRUWV 
VKRXOG DOVR EH SRVWHG LQ WKH 'HSDUWPHQW IRU WKH ILUHPHQ WR UHYLHZ� (�) 

��� &XUUHQWO\� WKH �� IXQGV DUH EHLQJ PDLQWDLQHG LQ D SRROHG FDVK DFFRXQW ZLWK DFFRXQWLQJ LQ D VHSDUDWH 
UHSRUWLQJ IXQG LQ WKH DFFRXQWLQJ VRIWZDUH� :H UHFRPPHQG WKDW �� IXQGV EH PDLQWDLQHG LQ D 
VHSDUDWH EDQN DFFRXQW IURP RWKHU IXQGV� LQ DFFRUGDQFH ZLWK WKH $VVRFLDWLRQ¶V JXLGHOLQHV� LQ RUGHU 
WR SURSHUO\ WUDFN DOO DFWLYLW\ UHODWHG WR WKH �� IXQGV DQG PLWLJDWH WKH ULVN WKDW IXQGV ZLOO EH 
GLVEXUVHG IRU XQDOORZDEOH RU XQDSSURYHG H[SHQVHV� (�) 

��� 'XULQJ WKH WHVWZRUN SHUIRUPHG� ZH QRWHG FHUWDLQ GLVEXUVHPHQWV WKDW UHSUHVHQWHG FDVK DGYDQFHV WR 
PHPEHUV RI WKH 'HSDUWPHQW IRU WUDYHO H[SHQVHV�  :KLOH WKH GLVEXUVHPHQWV ZHUH SURSHUO\ DSSURYHG 
DQG VXSSRUWHG E\ RULJLQDO GRFXPHQWDWLRQ �VXFK DV UHFHLSWV� HWF�� UHODWHG WR DOORZDEOH H[SHQVHV� WKH 
$VVRFLDWLRQ VWURQJO\ GLVFRXUDJHV WKH SUDFWLFH RI PDNLQJ FDVK DGYDQFHV RI �� IXQGV�  :H 
UHFRPPHQG WKH 'HSDUWPHQW OLPLW WKH XVH RI FDVK DGYDQFHV E\ PDNLQJ SD\PHQWV GLUHFWO\ WR WKLUG 
SDUW\ YHQGRUV ZKHQHYHU SRVVLEOH DQG PDNLQJ SD\PHQWV IRU RWKHU DOORZDEOH WUDYHO H[SHQVHV VXFK DV 
PHDOV� PLOHDJH� HWF� RQ D UHLPEXUVHPHQW EDVLV� (�) 

��� :H QRWHG FHUWDLQ GHSRVLWV WKDW GLG QRW UHSUHVHQW �� IXQGV DQG VKRXOG KDYH EHHQ GHSRVLWHG LQWR WKH 
RSHUDWLQJ DFFRXQW�  ,W LV LPSRUWDQW WKDW WKH 'HSDUWPHQW PDLQWDLQ RQO\ �� IXQGV LQ WKH �� EDQN 
DFFRXQW� (�) 
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��� 7KH 'HSDUWPHQW¶V SURFHVV IRU SXUFKDVLQJ LWHPV XVLQJ �� IXQGV RIWHQ LQYROYHV WKH 'HSDUWPHQW 
PDNLQJ WKH SXUFKDVH XVLQJ D FUHGLW FDUG WKHQ SD\LQJ WKH PRQWKO\ FUHGLW FDUG EDODQFH IURP WKH �� 
DFFRXQW�  7KH $VVRFLDWLRQ JHQHUDOO\ UHFRPPHQGV WKH XVH RI D GHELW FDUG UDWKHU WKDQ D FUHGLW FDUHG 
IRU �� GLVEXUVHPHQWV� (�) 

��� 'HSRVLWV ZHUH QRW PDGH LQ D WLPHO\ PDQQHU�  :H UHFRPPHQG DOO FDVK UHFHLSWV EH GHSRVLWHG LQ WKH 
�� EDQN DFFRXQW ZLWKLQ RQH GD\ RI UHFHLSW LQ RUGHU WR PLWLJDWH WKH ULVN RI PLVDSSURSULDWLRQ RI 
DVVHWV� (�) 

��� :H QRWHG WKDW WKH DPRXQWV DSSURYHG E\ WKH 'HSDUWPHQW LQ WKH $QQXDO %XGJHW )RUPV �)RUP ���� 
IRU ���� DQG ���� ZHUH QHDUO\ GRXEOH WKH DPRXQWV DFWXDOO\ GLVEXUVHG HDFK \HDU� :H UHFRPPHQG 
WKH 'HSDUWPHQW DGKHUH WR WKH DSSURYHG EXGJHW DV FORVHO\ DV SRVVLEOH WR HQVXUH IXQGV DUH EHLQJ XVHG 
IRU WKH JUHDWHVW EHQHILW RI WKH PHPEHUV RI WKH 'HSDUWPHQW� :H DOVR UHFRPPHQG WKH 'HSDUWPHQW 
SUHSDUH WKH EXGJHW DW D PRUH GHWDLOHG OHYHO WR PRUH VSHFLILFDOO\ GHVFULEH DQWLFLSDWHG H[SHQGLWXUHV 
LQ RUGHU WR HQVXUH WKH DFWXDO H[SHQGLWXUHV DUH LQ FRPSOLDQFH ZLWK WKH DSSURYHG EXGJHW� (�) 

��� :H QRWHG WKDW WKHUH ZHUH �� RI ��� GLVEXUVHPHQWV WHVWHG UHODWHG WR WKH SXUFKDVH RI HTXLSPHQW RU 
FORWKLQJ� %DVHG RQ RXU LQTXLULHV� PDQ\ RI WKHVH GLVEXUVHPHQWV ZHUH PDGH IRU YROXQWHHU 'HSDUWPHQW 
PHPEHUV� KRZHYHU� ZH ZHUH XQDEOH WR GHWHUPLQH WKDW WKHVH LWHPV ZHUH IRU YROXQWHHUV EDVHG RQ WKH 
VXSSRUWLQJ GRFXPHQWDWLRQ� 7KH 'HSDUWPHQW KDV DJUHHG WR VHQG WKH $VVRFLDWLRQ GHWDLOHG LQIRUPDWLRQ 
UHJDUGLQJ HTXLSPHQW SXUFKDVHG IRU YROXQWHHUV DQG SDLG 'HSDUWPHQW HPSOR\HHV� (�) 
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