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��� 7KHUH�DUH�DSSUR[LPDWHO\�������SXEOLF�GULQNLQJ�ZDWHU�VXSSOLHV�LQ�1RYD�6FRWLD���0XQLFLSDO
JRYHUQPHQWV�RSHUDWH����RI�WKHVH��ZKLOH�WKH�UHVW�DUH�VPDOOHU�SXEOLF�VXSSOLHV�RZQHG�DQG�RSHUDWHG
E\�SULYDWH�RU�QRQ�SURILW�FRQFHUQV�VXFK�DV�UHVWDXUDQWV��FDPS�JURXQGV��VFKRROV�DQG�QXUVLQJ�KRPHV�
$SSUR[LPDWHO\�����RI�WKH�1RYD�6FRWLD�SXEOLF�LV�VHUYHG�E\�PXQLFLSDO�GULQNLQJ�ZDWHU�VXSSOLHV�
7KH�UHPDLQGHU�REWDLQ�GULQNLQJ�ZDWHU�IURP�VPDOO�SXEOLF�VXSSOLHV�RU�SULYDWHO\�RZQHG�VXSSOLHV��VXFK
DV�ZHOOV�

��� 5HVSRQVLELOLW\� IRU� SXEOLF� GULQNLQJ�ZDWHU� VDIHW\� LV� VKDUHG�� �2ZQHUV� RI� GULQNLQJ�ZDWHU
VXSSOLHV� DUH� UHVSRQVLEOH� IRU� PDLQWDLQLQJ� WKH� VDIHW\� RI� WKHLU� VXSSOLHV�� � 7KH� 'HSDUWPHQW� RI
(QYLURQPHQW�DQG�/DERXU�LV�UHVSRQVLEOH�IRU�HQIRUFLQJ�FRPSOLDQFH�ZLWK�ZDWHU�VDIHW\�ODZV�DQG
UHJXODWLRQV�� � ,W� GHULYHV� LWV� DXWKRULW\� IURP� WKH� (QYLURQPHQW� $FW�� � +RZHYHU�� WKH� 3URYLQFH·V
UHVSRQVLELOLW\�IRU�SULYDWH�GULQNLQJ�ZDWHU�VXSSOLHV��H�J���ZHOOV��GRHV�QRW�H[WHQG�EH\RQG�UHJXODWLQJ
ZHOO�FRQVWUXFWLRQ�DQG�LQYHVWLJDWLQJ�FRQWDPLQDWLRQ�RULJLQDWLQJ�IURP�RXWVLGH�WKH�VXSSO\�RZQHU·V
SURSHUW\�

��� +LVWRULFDOO\��SXEOLF�GULQNLQJ�ZDWHU�VDIHW\�ZDV�UHJXODWHG�XQGHU�WKH�+HDOWK�$FW���0XQLFLSDO
ZDWHU�VDPSOLQJ�DQG�PRQLWRULQJ�ZHUH�FRQGXFWHG�E\�3URYLQFLDO�LQVSHFWRUV�RQ�D�ZHHNO\�EDVLV���1RQ�
PXQLFLSDO� SXEOLF� GULQNLQJ� ZDWHU� VXSSOLHV� ZHUH� QRW� PRQLWRUHG�� � ,Q� ������ XQGHU� WKH� QHZ
(QYLURQPHQW�$FW��WKH�'HSDUWPHQW�RI�WKH�(QYLURQPHQW�ZDV�GHVLJQDWHG�DV�´WKH�OHDG�DJHQF\�RI
*RYHUQPHQWµ�IRU�ZDWHU�UHVRXUFH�PDQDJHPHQW���$W�WKH�VDPH�WLPH��QHZ�5HJXODWLRQV�FDPH�LQWR
HIIHFW�IRU�ZDWHU�WUHDWPHQW�DQG�GLVWULEXWLRQ�IDFLOLWLHV���,Q������WKH�'HSDUWPHQW�LPSOHPHQWHG�DQ
LQLWLDWLYH�ZKLFK�UHTXLUHG�PXQLFLSDO�ZDWHU�V\VWHP�RSHUDWRUV�WR�PRQLWRU�WKHLU�RZQ�V\VWHPV�DQG
FROOHFW�ZDWHU�VDPSOHV�IRU�WHVWLQJ�RQ�D�GDLO\�RU�ZHHNO\�EDVLV���7KH�'HSDUWPHQW�GLVFRQWLQXHG�LWV
URXWLQH�WHVWLQJ�RI�PXQLFLSDO�GULQNLQJ�ZDWHU�VXSSOLHV�LQ������DQG�QRZ��E\�ZD\�RI�LQVSHFWLRQ�RU
DXGLW��HQVXUHV�WKH�UHTXLUHG�WHVWLQJ�LV�FDUULHG�RXW�E\�WKH�VXSSO\�RZQHU���7KLV�FKDQJH�SXWV�WKH�RQXV
RQ�GULQNLQJ�ZDWHU�VXSSO\�RZQHUV�WR�IXOILOO�GXH�GLOLJHQFH�UHTXLUHPHQWV�DQG�HQDEOHV�WKH�'HSDUWPHQW
RI�(QYLURQPHQW�DQG�/DERXU�WR�IRFXV�RQ�LWV�UHJXODWRU\�UHVSRQVLELOLWLHV�

��� 7KH�'HSDUWPHQW·V�ZDWHU�VXSSO\�PRQLWRULQJ�5HJXODWLRQV�ZHUH�H[SDQGHG�WR�LQFOXGH�SXEOLF
GULQNLQJ�ZDWHU�VXSSOLHV�QRW�RSHUDWHG�E\�PXQLFLSDOLWLHV���7KH�'HSDUWPHQW�GHILQHV�D�SXEOLF�GULQNLQJ
ZDWHU� VXSSO\� DV� D� ZDWHU� ZRUNV� V\VWHP� IRU� WKH� SURYLVLRQ� RI� ZDWHU� WR� WKH� SXEOLF� IRU� KXPDQ
FRQVXPSWLRQ�ZKHUH�WKH�V\VWHP�KDV�DW�OHDVW����VHUYLFH�FRQQHFWLRQV�RU�VHUYHV����RU�PRUH�LQGLYLGXDOV
SHU�GD\�DW�OHDVW����GD\V�RI�WKH�\HDU���(IIHFWLYH�2FWREHU�����������SXEOLF�GULQNLQJ�ZDWHU�VXSSO\
RZQHUV�²�ERWK�PXQLFLSDO�DQG�QRQ�PXQLFLSDO�²�DUH�UHTXLUHG�WR�KDYH�D�ZDWHU�TXDOLW\�PRQLWRULQJ
SURJUDP�DQG�PHHW�WKH�KHDOWK�EDVHG�*XLGHOLQHV�IRU�&DQDGLDQ�'ULQNLQJ�:DWHU�4XDOLW\�SXEOLVKHG
E\�+HDOWK�&DQDGD�

��� 7KH�'HSDUWPHQW�RI�(QYLURQPHQW�DQG�/DERXU�ZDV�FUHDWHG�RQ�2FWREHU���������WKURXJK�DQ
DPDOJDPDWLRQ�RI�WKH�IRUPHU�'HSDUWPHQWV�RI�(QYLURQPHQW�DQG�/DERXU��DORQJ�ZLWK�VRPH�RWKHU
JRYHUQPHQW�HQWLWLHV���:LWKLQ�WKH�'HSDUWPHQW��WKH�(QYLURQPHQWDO�0RQLWRULQJ�DQG�&RPSOLDQFH
'LYLVLRQ�LV�UHVSRQVLEOH�IRU�ILHOG�RSHUDWLRQV�UHODWLQJ�WR�HQYLURQPHQWDO�PDWWHUV���$FWLYLWLHV�RI�WKH
'LYLVLRQ�LQFOXGH�SURFHVVLQJ�DSSOLFDWLRQV��LQVSHFWLQJ�DQG�PRQLWRULQJ�DSSURYHG�ZDWHU�VXSSOLHV�
HQIRUFHPHQW�DFWLYLWLHV��DQG�UHVSRQGLQJ�WR�SXEOLF�LVVXHV�DQG�FRPSODLQWV���)RU�RSHUDWLRQDO�SXUSRVHV�
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WKH�3URYLQFH�LV�GLYLGHG�LQWR�IRXU�UHJLRQV���7KH�'HSDUWPHQW�KDV�D�VWDII�RI����DVVLJQHG�WR�FDUU\�RXW
LQVSHFWLRQV�DQG�RWKHU�GXWLHV�UHODWHG�WR�D�YDULHW\�RI�HQYLURQPHQWDO�PDWWHUV��RI�ZKLFK�GULQNLQJ�ZDWHU
VDIHW\�LV�RQH�FRPSRQHQW���

5(68/76�,1�%5,()

��� 7KH�IROORZLQJ�DUH�RXU�SULQFLSDO�REVHUYDWLRQV�IURP�WKLV�DXGLW�

� 7KH�'HSDUWPHQW�UHOHDVHG�LWV�QHZ�GULQNLQJ�ZDWHU�VWUDWHJ\�LQ�2FWREHU��������7KH
VWUDWHJ\�LV�EDVHG�RQ�WKH�SULQFLSOHV�RI�VXVWDLQDELOLW\�DQG�LQWHJUDWHG�PDQDJHPHQW��DQG
WKH� SUHPLVH� WKDW� HYHU\RQH� KDV� D� UHVSRQVLELOLW\� WR� PDLQWDLQ� DQG� SURWHFW� WKH
HQYLURQPHQW���7KH�DFFRPSDQ\LQJ�PXOWL�\HDU�DFWLRQ�SODQ�LQFOXGHV�DFWLYLWLHV�WKDW
DGGUHVV�VRPH�RI�WKH�PDLQ�FRPSRQHQWV�LQ�HDFK�RI�WKH�VWDJHV�RI�WKH�PXOWLSOH�EDUULHU
DSSURDFK�

� 6WDQGDUGV�H[LVW�IRU�WKH�FRQVWUXFWLRQ�DQG�RSHUDWLRQ�RI�SXEOLF�ZDWHU�VXSSOLHV��WKH
TXDOLILFDWLRQV�RI�SXEOLF�ZDWHU�VXSSO\�RSHUDWRUV��DFFUHGLWDWLRQ�RI�ODERUDWRULHV�ZKLFK
WHVW�ZDWHU�VDPSOHV��DQG�WKH�FRQVWUXFWLRQ�RI�ZHOOV���7KHUH�DUH�QR�VWDQGDUGV�IRU�WKH
VDIH� FROOHFWLRQ�� WUDQVSRUW� DQG� GLVFKDUJH� RI� ZDWHU� E\� WDQN� WUXFNV� IRU� GRPHVWLF
FRQVXPSWLRQ��EXW�GUDIW�JXLGHOLQHV�KDYH�EHHQ�GHYHORSHG�DQG�DZDLW�DSSURYDO�

� 7KH� 'HSDUWPHQW� KDV� DGRSWHG� +HDOWK� &DQDGD·V� KHDOWK�EDVHG� *XLGHOLQHV� IRU
&DQDGLDQ�'ULQNLQJ�:DWHU�4XDOLW\�DV�WKH�VWDQGDUG�IRU�1RYD�6FRWLD�SXEOLF�GULQNLQJ
ZDWHU�VXSSOLHV�� �3URYLQFLDO�5HJXODWLRQV� UHTXLUH�SXEOLF�ZDWHU�VXSSO\�RZQHUV� WR
UHJXODUO\�PRQLWRU�DQG�WHVW�WKHLU�VXSSOLHV���0XQLFLSDO�ZDWHU�VXSSOLHV�DUH�DXGLWHG�E\
WKH�'HSDUWPHQW�RQ�D�UHJXODU�EDVLV���

� 7KH�'HSDUWPHQW�HVWLPDWHV�WKHUH�DUH�DSSUR[LPDWHO\�������SXEOLF�GULQNLQJ�ZDWHU
VXSSOLHV� ²� RWKHU� WKDQ� PXQLFLSDO� VXSSOLHV� ²� WKDW� UHTXLUH� UHJLVWUDWLRQ� DQG
LPSOHPHQWDWLRQ�RI�D�ZDWHU�TXDOLW\�PRQLWRULQJ�SURJUDP���7KH�'HSDUWPHQW�RULJLQDOO\
HVWLPDWHG�WKDW�LW�ZRXOG�KDYH�DOO�RI�WKH�SXEOLF�ZDWHU�VXSSOLHV�UHJLVWHUHG�E\�2FWREHU
����������$V�RI�1RYHPEHU����������DSSUR[LPDWHO\�WZR�\HDUV�DIWHU�WKH�UHJXODWRU\
UHTXLUHPHQW�IRU�UHJLVWUDWLRQ�ZDV�DSSURYHG��WKHUH�ZHUH�������VXSSOLHV�UHJLVWHUHG�

� 7KH�'HSDUWPHQW�KDV�LQVSHFWHG�D�QXPEHU�RI�UHJLVWHUHG�ZDWHU�VXSSOLHV�EHFDXVH�RI�WKH
SUHVHQFH�RI�FRQWDPLQDWLRQ�DQG�WKH�UHOHDVH�RI�D�ERLO�ZDWHU�DGYLVRU\���+RZHYHU�
WKHUH�KDYH�QRW�\HW�EHHQ�DQ\�DXGLWV�RI�UHJLVWHUHG�ZDWHU�VXSSOLHV�EHFDXVH�UHJLVWUDWLRQ
LV�VWLOO� LQ�SURJUHVV�� �:H�QRWHG� LQVXIILFLHQW�SODQQLQJ�UHODWLQJ� WR� WKH�FRPSOLDQFH
PRQLWRULQJ�SURFHVV�IRU�UHJLVWHUHG�ZDWHU�VXSSOLHV���7KH�'HSDUWPHQW�KDV�QRW�\HW
GHWHUPLQHG�KRZ�LW�ZLOO�FDUU\�RXW�WKH�DXGLWV��LQFOXGLQJ�WKH�SURFHGXUHV�DQG�IRUPV�WR
EH�XVHG���,W�KDV�QRW�SUHSDUHG�DQ�DQDO\VLV�RI�KRZ�DXGLWV�RI�UHJLVWHUHG�VXSSOLHV�ZLOO
EH� DOORFDWHG� DPRQJ� YDULRXV� JRYHUQPHQW� GHSDUWPHQWV� DQG� ZKHWKHU� WKHUH� DUH
VXIILFLHQW�UHVRXUFHV�DYDLODEOH�WR�GR�WKH�ZRUN���7KH�'HSDUWPHQW�KDV�QRW�DGHTXDWHO\
FRQVLGHUHG�KRZ�LW�ZLOO�HQVXUH�RWKHU�GHSDUWPHQWV·�LQVSHFWRUV�DUH�SURYLGLQJ�VXIILFLHQW
FRPSOLDQFH�PRQLWRULQJ�FRYHUDJH��

� 'HSDUWPHQWDO� UHTXLUHPHQWV� IRU� WKH�GRFXPHQWDWLRQ�DQG� IROORZ�XS�RI�ERLO�ZDWHU
DGYLVRULHV�QHHG�WR�EH�PRUH�FORVHO\�FRPSOLHG�ZLWK���

� 5HVSRQVLELOLW\�IRU�WKH�HQIRUFHPHQW�RI�GULQNLQJ�ZDWHU�VDIHW\�LV�FOHDUO\�VHW�RXW�LQ
OHJLVODWLRQ�DQG�UHJXODWLRQV��DV�ZHOO�DV�LQ�SROLF\�GLUHFWLYHV�DQG�JXLGHOLQHV�LVVXHG�E\
WKH�'HSDUWPHQW�WR�VWDII���'RFXPHQWHG�UROHV�DQG�UHVSRQVLELOLWLHV�DUH�FRQVLVWHQW�ZLWK
UHOHYDQW�OHJLVODWLRQ�
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��� ,Q� HDUO\� ������ZLWK� IROORZ�XS� LQ�2FWREHU��ZH� SHUIRUPHG� D� EURDG� VFRSH� DXGLW� RI� WKH
'HSDUWPHQW�RI�(QYLURQPHQW�DQG�/DERXU�XQGHU�WKH�PDQGDWH�HVWDEOLVKHG�E\�6HFWLRQ���RI�WKH�$XGLWRU
*HQHUDO�$FW���2XU�DXGLW�ZDV�SHUIRUPHG�LQ�DFFRUGDQFH�ZLWK�DXGLWLQJ�VWDQGDUGV�HVWDEOLVKHG�E\�WKH
&DQDGLDQ� ,QVWLWXWH� RI�&KDUWHUHG�$FFRXQWDQWV�� DQG� DFFRUGLQJO\� LQFOXGHG� VXFK� WHVWV� DQG� RWKHU
SURFHGXUHV�DV�ZH�FRQVLGHUHG�QHFHVVDU\�LQ�WKH�FLUFXPVWDQFHV���

��� 2XU�DXGLW�IRFXVHG�RQ�WKH�3URYLQFLDO�GULQNLQJ�ZDWHU�VDIHW\�V\VWHP�LQ�WKH�DUHDV�RI�VWDQGDUGV
DQG�TXDOLILFDWLRQV��FRPSOLDQFH�DQG�HQIRUFHPHQW���6SHFLILFDOO\��WKH�REMHFWLYHV�RI�WKLV�DVVLJQPHQW
ZHUH�WR�DVVHVV�

� WKH�'HSDUWPHQW·V�SURFHVV�IRU�GHYHORSLQJ�DQG�SURPXOJDWLQJ�VWDQGDUGV�WR�HQVXUH
VDIH��FOHDQ�GULQNLQJ�ZDWHU�

� WKH�SURFHVV�XVHG�WR�HQVXUH�WKH�DSSURSULDWH�TXDOLILFDWLRQ�RI�LQGLYLGXDOV�LQYROYHG�LQ
GULQNLQJ�ZDWHU�TXDOLW\�DQG�VDIHW\�DFWLYLWLHV�

� WKH� 'HSDUWPHQW·V�PRQLWRULQJ�� LQVSHFWLRQ� DQG� RWKHU� DFWLYLWLHV� DV� WKH\� UHODWH� WR
GULQNLQJ�ZDWHU�TXDOLW\�DQG�VDIHW\�UHTXLUHPHQWV�RI�OHJLVODWLRQ��UHJXODWLRQV�DQG�RU
SROLF\��DQG

� WKH� DGHTXDF\� RI� V\VWHPV� IRU� WKH� HQIRUFHPHQW� RI� 3URYLQFLDO� OHJLVODWLRQ� DQG
UHJXODWLRQV�UHODWHG�WR�GULQNLQJ�ZDWHU�TXDOLW\�DQG�VDIHW\�

��� 7KH�DXGLW�GLG�QRW�DGGUHVV�ZDWHU�ERWWOHG�DQG�VROG�IRU�KXPDQ�FRQVXPSWLRQ���%RWWOHG�ZDWHU
TXDOLW\�LV�D�)HGHUDO�UHVSRQVLELOLW\�UHJXODWHG�WKURXJK�WKH�&DQDGD�)RRG�DQG�'UXJ�$FW���0RQLWRULQJ
DQG�LQVSHFWLRQ�LV�FRQGXFWHG�E\�WKH�&DQDGLDQ�)RRG�,QVSHFWLRQ�$JHQF\�

���� $XGLW�FULWHULD�ZHUH�GHYHORSHG�WR�DVVLVW�LQ�RXU�DVVHVVPHQW�RI�WKH�V\VWHPV�DQG�SUDFWLFHV�RI
WKH�'HSDUWPHQW���7KH�DXGLW�FULWHULD�ZHUH�GLVFXVVHG�ZLWK�DQG�DFFHSWHG�DV�DSSURSULDWH�E\�VHQLRU
PDQDJHPHQW�RI�WKH�'HSDUWPHQW��DQG�DUH�RXWOLQHG�LQ�([KLELW�������2XU�DXGLW�SURFHGXUHV�LQFOXGHG
LQWHUYLHZV�ZLWK�PDQDJHPHQW�DQG�VWDII��WHVWLQJ�RI�LQVSHFWLRQ�ILOHV��DV�ZHOO�DV�H[DPLQDWLRQ�RI�RWKHU
GRFXPHQWV�

35,1&,3$/�),1',1*6

6WDQGDUGV�DQG�4XDOLILFDWLRQV

���� %DFNJURXQG���$�PXOWLSOH�EDUULHU�DSSURDFK�LV�DGYRFDWHG�DV�WKH�EHVW�PHDQV�RI�DVVXULQJ�VDIH
GULQNLQJ�ZDWHU���7KLV�LQYROYHV�D�VHULHV�RI�VDIHJXDUGV�RU�EDUULHUV�DW�GLIIHUHQW�SRLQWV�LQ�WKH�ZDWHU
VXSSO\�WR�PLQLPL]H�WKH�SRVVLELOLW\�RI�FRQWDPLQDQWV�HQWHULQJ�WKH�ZDWHU�DQG�EHLQJ�FRQVXPHG���7KH
'HSDUWPHQW�RI�(QYLURQPHQW�DQG�/DERXU�JURXSV�WKH�VDIHJXDUGV�LQWR�WKUHH�FDWHJRULHV�

�� VRXUFH�ZDWHU�SURWHFWLRQ�

�� SURSHU�WUHDWPHQW�DQG�V\VWHP�RSHUDWLRQ��DQG

�� PRQLWRULQJ�DQG�WHVWLQJ�

���� 7KH�VDIHJXDUGV�FDQ�EH�DSSOLHG�WR�GLIIHUHQW�V\VWHPV��IURP�ODUJH�SXEOLF�ZDWHU�VXSSOLHV�WR
SULYDWH�ZHOOV�� �7KHUH�DUH�5HJXODWLRQV�DQG�SURJUDPV� LQ�SODFH� WR� IDFLOLWDWH�HDFK�FRPSRQHQW�RI
PXOWLSOH�EDUULHU�SURWHFWLRQ�
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���� 7KH�SULPDU\�UHTXLUHPHQWV�UHODWHG�WR�GULQNLQJ�ZDWHU�VDIHW\�DUH�RXWOLQHG�LQ�WKH�(QYLURQPHQW
$FW�DQG�LWV�UHODWHG�5HJXODWLRQV���7KH�$FW�SURYLGHV�IRU�GHVLJQDWHG�VRXUFH�ZDWHU�SURWHFWLRQ�DUHDV
�L�H���ZDWHUVKHG�ODQGV��IRU�SXEOLF�VXSSOLHV���7KH�:HOO�&RQVWUXFWLRQ�5HJXODWLRQV�SURYLGH�SURWHFWLRQ
IRU�SULYDWH�ZHOOV���9DULRXV�5HJXODWLRQV�DGGUHVV�ZDWHU�WUHDWPHQW�DQG�RWKHU�V\VWHP�RSHUDWLRQV��DV
ZHOO�DV�PRQLWRULQJ�DQG�WHVWLQJ�UHTXLUHPHQWV���7KH�(QYLURQPHQWDO�$VVHVVPHQW�5HJXODWLRQV�DQG
VRPH�FRQWDPLQDQW�VSHFLILF�5HJXODWLRQV�DOVR�KDYH�ZDWHU�SURWHFWLRQ�DV�DQ�REMHFWLYH��([KLELW������

���� 'ULQNLQJ�ZDWHU�VWUDWHJ\���7KH�'HSDUWPHQW�UHOHDVHG�LWV�QHZ�GULQNLQJ�ZDWHU�VWUDWHJ\�LQ
2FWREHU� ������ � 7KH� VWUDWHJ\� LV� EDVHG� RQ� WKH� SULQFLSOHV� RI� VXVWDLQDELOLW\� DQG� LQWHJUDWHG
PDQDJHPHQW�� DQG� WKH�SUHPLVH� WKDW� HYHU\RQH�KDV� D� UHVSRQVLELOLW\� WR�PDLQWDLQ�DQG�SURWHFW� WKH
HQYLURQPHQW���,W�EXLOGV�RQ�FXUUHQW�OHJLVODWLRQ�DQG�LQFRUSRUDWHV�WKH�PXOWLSOH�EDUULHU�DSSURDFK�WR
HQVXULQJ�GULQNLQJ�ZDWHU�VDIHW\�

���� 7KH� NH\� HOHPHQWV� LGHQWLILHG� LQ� WKH� VWUDWHJ\� DUH� WKH� FODULILFDWLRQ� RI� WKH� UROHV� DQG
UHVSRQVLELOLWLHV� RI� DOO� VWDNHKROGHUV�� VWUHQJWKHQLQJ� WKH� PXOWLSOH�EDUULHU� DSSURDFK� WR� ZDWHU
PDQDJHPHQW��DQG�WKH�FUHDWLRQ�RI�DQ�LQWHUGHSDUWPHQWDO�GULQNLQJ�ZDWHU�PDQDJHPHQW�FRPPLWWHH�WR
LPSOHPHQW�DQG�PDQDJH�WKH�VWUDWHJ\���7KH�VWUDWHJ\�DOVR�LGHQWLILHV�IRXU�PDLQ�FKDOOHQJHV�LQ�PDQDJLQJ
ZDWHU�UHVRXUFHV�

�� FRQWLQXLQJ�WR�SURWHFW�GULQNLQJ�ZDWHU�VRXUFHV�

�� HQVXULQJ�DGHTXDWH�WUHDWPHQW�

�� HQVXULQJ�WKH�VDIHW\�RI�VPDOO�V\VWHPV��DQG

�� EDODQFLQJ�VRFLDO�DQG�HFRQRPLF�LQWHUHVWV���

���� 7KH�DFFRPSDQ\LQJ�PXOWL�\HDU�DFWLRQ�SODQ�LQFOXGHV�DFWLYLWLHV�WR�DGGUHVV�VRPH�RI�WKH�PDLQ
FRPSRQHQWV�LQ�HDFK�RI�WKH�WKUHH�VWDJHV�RI�WKH�PXOWLSOH�EDUULHU�DSSURDFK�

���� 6WDQGDUGV� GHYHORSPHQW� �� 7KHUH� DUH� GULQNLQJ� ZDWHU� JXLGHOLQHV� IRU� D� QXPEHU� RI
PLFURELRORJLFDO��FKHPLFDO��SK\VLFDO�DQG�UDGLRORJLFDO�SDUDPHWHUV���7KH�JXLGHOLQHV�ZHUH�GHYHORSHG
DQG�DUH�XSGDWHG�SHULRGLFDOO\�E\�WKH�)HGHUDO�3URYLQFLDO�7HUULWRULDO�&RPPLWWHH�RQ�'ULQNLQJ�:DWHU
DQG�DUH�RXWOLQHG�LQ�WKH�SXEOLFDWLRQ�*XLGHOLQHV�IRU�&DQDGLDQ�'ULQNLQJ�:DWHU�4XDOLW\�SURGXFHG�E\
+HDOWK�&DQDGD���7KH�&RPPLWWHH�PHHWV�WZLFH�HDFK�\HDU�DQG�KDV�EHHQ�LQYROYHG�LQ�WKH�GHYHORSPHQW
RI�GULQNLQJ�ZDWHU�JXLGHOLQHV�VLQFH�LWV�LQFHSWLRQ�LQ��������,W�LV�FRPSRVHG�RI�UHSUHVHQWDWLYHV�RI�HDFK
SURYLQFLDO� DQG� WHUULWRULDO� JRYHUQPHQW�� DV� ZHOO� DV� UHSUHVHQWDWLYHV� RI� +HDOWK� &DQDGD� DQG
(QYLURQPHQW�&DQDGD���2IILFLDOV�IURP�+HDOWK�&DQDGD�DFW�DV�VFLHQWLILF�DGYLVRUV�WR�WKH�&RPPLWWHH�
$�'HSDUWPHQW�RI�(QYLURQPHQW�DQG�/DERXU�VWDII�PHPEHU�VLWV�RQ�WKH�&RPPLWWHH�DV�WKH�1RYD�6FRWLD
UHSUHVHQWDWLYH���

���� 7KH�SURFHVV�XVHG�WR�GHYHORS�&DQDGLDQ�GULQNLQJ�ZDWHU�JXLGHOLQHV�LV�ZHOO�HVWDEOLVKHG�DQG
JHQHUDOO\�IROORZV�DSSURDFKHV�XVHG�LQ�PDQ\�RWKHU�FRXQWULHV���7KH�&RPPLWWHH�UHYLVHV�WKH�JXLGHOLQHV
RQ�D�UHJXODU�EDVLV�WR�UHIOHFW�FXUUHQW�VFLHQWLILF�UHVHDUFK�

���� 3URYLQFLDO�5HJXODWLRQV�UHTXLUH�WKH�PRQLWRULQJ�DQG�WHVWLQJ�RI�SXEOLF�GULQNLQJ�ZDWHU�VXSSOLHV
E\�WKHLU�RZQHUV���7KH\�HVWDEOLVK�D�UHJLPH�DQG�IUHTXHQF\�IRU�PLFURELRORJLFDO�WHVWLQJ�DQG�OLVW���
FKHPLFDO� DQG� SK\VLFDO� SDUDPHWHUV� WKDW� PXVW� DOVR� EH�PRQLWRUHG� RQ� D� UHJXODU� EDVLV�� � +HDOWK
&DQDGD·V�KHDOWK�EDVHG�*XLGHOLQHV�IRU�&DQDGLDQ�'ULQNLQJ�:DWHU�4XDOLW\�DUH�VWDWHG�DV�WKH�VWDQGDUG
IRU�HYDOXDWLQJ�ZDWHU�WHVWV���$GGLWLRQDO�SDUDPHWHUV�IRU�WHVWLQJ�PD\�EH�VSHFLILHG�E\�WKH�'HSDUWPHQW
RI� (QYLURQPHQW� DQG� /DERXU� IRU� D� SXEOLF� ZDWHU� VXSSO\� ZKHUH� FLUFXPVWDQFHV� ZDUUDQW� �H�J��
SUR[LPLW\�WR�FHUWDLQ�LQGXVWULHV���
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���� ,Q�-DQXDU\�������WKH�6LHUUD�/HJDO�'HIHQVH�)XQG�SXEOLVKHG�:DWHUSURRI��&DQDGD·V�'ULQNLQJ
:DWHU�5HSRUW�&DUG���7KH�UHSRUW�LV�D�VXUYH\�RI�GULQNLQJ�ZDWHU�SURWHFWLRQ�LQ�&DQDGD�DQG�SURYLGHV
DQ�DQDO\VLV�RI�KRZ�HDFK�SURYLQFH�IDUHV�LQ�D�QXPEHU�RI�NH\�DUHDV���7KH�UHSRUW�ZDV�FULWLFDO�RI�WKH
*XLGHOLQHV�IRU�&DQDGLDQ�'ULQNLQJ�:DWHU�4XDOLW\�EHFDXVH�WKH�JXLGHOLQHV�GR�QRW�LQFOXGH�DOO�RI�WKH
VXEVWDQFHV�LQFOXGHG�LQ�WKH�$PHULFDQ�6DIH�'ULQNLQJ�:DWHU�$FW�DGPLQLVWHUHG�E\�WKH�8QLWHG�6WDWHV
(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\���7KH�8QLWHG�6WDWHV�LV�FRQVLGHUHG�WR�KDYH�VRPH�RI�WKH�PRVW
VWULQJHQW�GULQNLQJ�ZDWHU�VWDQGDUGV�LQ�WKH�ZRUOG���([KLELW�������7KH�UHSRUW�DOVR�QRWHV�WKDW�VRPH�RI
WKH�DOORZDEOH�FRQFHQWUDWLRQ�OLPLWV�LQ�&DQDGD�DUH�KLJKHU�WKDQ�LQ�WKH�8QLWHG�6WDWHV���,Q�DGGLWLRQ��WKH
UHSRUW� VWDWHV� WKDW� QR� SURYLQFH� UHTXLUHV� WKDW� DOO� SDUDPHWHUV� LQ� WKH� &DQDGLDQ� GULQNLQJ� ZDWHU
JXLGHOLQHV�EH�PRQLWRUHG�DV�SDUW�RI�WKH�UHJXODWLRQ�RI�SXEOLF�GULQNLQJ�ZDWHU�VXSSOLHV�

���� +RZHYHU��RIILFLDOV�RI�WKH�'HSDUWPHQW�RI�(QYLURQPHQW�DQG�/DERXU�EHOLHYH�WKH�&DQDGLDQ
JXLGHOLQHV�DUH�DGHTXDWH�DQG�WKH�SURFHVV�IRU�GHWHUPLQLQJ�VWDQGDUGV�LV�ULJRURXV�DQG�GLOLJHQW���7KH
GLIIHUHQFH� LQ� WKH� QXPEHU� RI� VXEVWDQFHV� LQFOXGHG� LQ� WKH� JXLGHOLQHV� PD\� EH� GXH�� LQ� SDUW�� WR
GLIIHUHQFHV�LQ�KD]DUGRXV�SURGXFWV�WKDW�DUH�DOORZHG�WR�EH�XVHG�LQ�HDFK�FRXQWU\���$V�IRU�UHTXLULQJ
DQDO\VLV�RI�DOO�SDUDPHWHUV�LQ�WKH�JXLGHOLQHV��WKH�'HSDUWPHQW�FRQVLGHUV�WKLV�WR�EH�DQ�LPSUDFWLFDO�DQG
XQQHFHVVDU\�PHDVXUH���0DQ\�PLFURELRORJLFDO�DQG�FKHPLFDO�SDUDPHWHUV�ZRXOG�QRW�EH�D�ULVN�IDFWRU
IRU�FHUWDLQ�ZDWHU�VXSSOLHV�GXH�WR�WKH�QDWXUH�RI�WKH�VXSSO\��VXFK�DV�JURXQGZDWHU�QRW�XQGHU�WKH�GLUHFW
LQIOXHQFH�RI�VXUIDFH�ZDWHU��RU�WKH�DEVHQFH�RI�FHUWDLQ�W\SHV�RI�LQGXVWU\�QHDU�WKH�ZDWHUVKHG�DUHD��

���� :DWHU�WUHDWPHQW�IDFLOLWLHV�DUH�DVVLJQHG�D�FODVVLILFDWLRQ�EDVHG�RQ�D�SRLQW�UDWLQJ�VFDOH�WKDW
FRQVLGHUV�ZDWHU�VXSSO\�VRXUFH��SRSXODWLRQ�VHUYHG�DQG�WUHDWPHQW�PHWKRGV�HPSOR\HG��DPRQJ�RWKHU
IDFWRUV�� � 7KH� FODVVLILFDWLRQ� LV� XVHG� LQ� GHWHUPLQLQJ� WKH� TXDOLILFDWLRQV� QHHGHG� E\� LQGLYLGXDOV
RSHUDWLQJ�WKH�V\VWHPV���7KH�$VVRFLDWLRQ�RI�%RDUGV�RI�&HUWLILFDWLRQ�²�ORFDWHG�LQ�$PHV��,RZD�DQG
JRYHUQHG�E\�LQGLYLGXDOV�IURP�YDULRXV�FRXQWULHV�²�LV�WKH�RUJDQL]DWLRQ�UHFRJQL]HG�E\�WKH�3URYLQFH
IRU� VHWWLQJ� FODVVLILFDWLRQ� VWDQGDUGV�� � 7KH� $VVRFLDWLRQ·V� DFWLYLWLHV�� FDUULHG� RXW� E\� YROXQWHHU
FRPPLWWHHV� DQG� SURIHVVLRQDO� VWDII�� VHHN� WR� GHILQH� DQG� PDLQWDLQ� LQWHUQDWLRQDOO\�UHFRJQL]HG
TXDOLILFDWLRQV�IRU�FHUWLILFDWLRQ��DQG�SURPRWH�XQLIRUPLW\�RI�VWDQGDUGV�DQG�SUDFWLFH��

���� 6WDQGDUGV�IRU�ZHOO�FRQVWUXFWLRQ��DV�ZHOO�DV�FHUWLILFDWLRQ�UHTXLUHPHQWV�IRU�ZHOO�GULOOHUV��ZHOO
GLJJHUV�DQG�SXPS�LQVWDOOHUV��DUH�VSHFLILHG�LQ�3URYLQFLDO�5HJXODWLRQV���7KH�VWDQGDUGV�DUH�EDVHG�RQ
LQSXW�IURP�WKH�:HOO�&RQVWUXFWLRQ�$GYLVRU\�%RDUG��D�3URYLQFLDO�ERG\�WKDW�SURYLGHV�DGYLFH�RQ
VWDQGDUGV�DQG�JXLGHOLQHV�EDVHG�RQ�SUDFWLFHV�DGYRFDWHG�E\�RWKHU�SURYLQFHV��WKH�ZHOO�FRQVWUXFWLRQ
LQGXVWU\�DQG�JURXQGZDWHU�DVVRFLDWLRQV���7KH�VWDQGDUGV�IRU�ZHOO�FRQVWUXFWLRQ�PDWHULDOV�DUH�EDVHG
RQ� JXLGHOLQHV� RI� WKH� $PHULFDQ� 6RFLHW\� IRU� 7HVWLQJ� 0DWHULDOV�� WKH� $PHULFDQ� :DWHU� :RUNV
$VVRFLDWLRQ�DQG�WKH�1DWLRQDO�6DQLWDWLRQ�)RXQGDWLRQ�

���� 6WDQGDUGV�DQG�JXLGHOLQHV�VHW�RXW�LQ�3URYLQFLDO�5HJXODWLRQV�DUH�UHYLHZHG�SHULRGLFDOO\���7KH
:DWHU�DQG�:DVWHZDWHU�)DFLOLW\�5HJXODWLRQV�ZHUH�ODVW�DPHQGHG�LQ��������7KH�:HOO�&RQVWUXFWLRQ
5HJXODWLRQV�ZHUH�ODVW�UHYLVHG�LQ�������

���� 7KHUH� DUH� QR�5HJXODWLRQV� RU� JXLGHOLQHV� FRQFHUQLQJ� WKH� VDIH� FROOHFWLRQ�� WUDQVSRUW� DQG
GLVFKDUJH�RI�ZDWHU�E\�WDQN�WUXFNV�WR�ZHOOV�RU�VWRUDJH�WDQNV�IRU�GRPHVWLF�FRQVXPSWLRQ���'UDIW
JXLGHOLQHV�ZHUH�GHYHORSHG�LQ�������EXW�WKH\�KDYH�QRW�\HW�EHHQ�DSSURYHG�DQG�LVVXHG���:H�ZHUH
LQIRUPHG�WKDW�WKH�ULVNV�DVVRFLDWHG�ZLWK�EXON�WUDQVSRUWDWLRQ�RI�GULQNLQJ�ZDWHU�DUH�ERUQH�PDLQO\�E\
SULYDWH�ZHOO�RZQHUV��ZKR�DUH�UHVSRQVLEOH�IRU�WKHLU�RZQ�ZDWHU�TXDOLW\�DQG�FDQ�PLWLJDWH�WKH�ULVN
WKURXJK�WHVWLQJ�RI�GHOLYHUHG�ZDWHU���

���� 7KH�-DQXDU\������6LHUUD�/HJDO�'HIHQVH�)XQG�UHSRUW�DOVR�PDGH�VSHFLILF�UHFRPPHQGDWLRQV
WR�LPSURYH�ZDWHU�SURWHFWLRQ�LQ�&DQDGD��LQFOXGLQJ�
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�� ILOWUDWLRQ�IRU�DOO�VXUIDFH�ZDWHU�VXSSOLHV��

�� ELQGLQJ�VWDQGDUGV�IRU�WKH�GHVLJQ��FRQVWUXFWLRQ�DQG�RSHUDWLRQ�RI�ZDWHU�WUHDWPHQW�DQG
GLVWULEXWLRQ�IDFLOLWLHV��DQG

�� SXEOLF�UHSRUWLQJ�RQ�ZDWHU�WHVWLQJ�UHVXOWV�DQG�WKH�VWDWH�RI�ZDWHU�VXSSOLHV�

���� 7KH�'HSDUWPHQW�UHFRJQL]HV�WKHUH�LV�D�QHHG�IRU�SURSHU�WUHDWPHQW��VXFK�DV�ILOWUDWLRQ��IRU
VXUIDFH�ZDWHU�VXSSOLHV��EXW�EHOLHYHV�WKDW�PDNLQJ�LW�D�UHTXLUHPHQW�ZLWKRXW�VXIILFLHQW�OHDG�WLPH
ZRXOG�SODFH�DQ�XQGXH�ILQDQFLDO�EXUGHQ�RQ�PXQLFLSDOLWLHV���7KH�'HSDUWPHQW·V�DSSURDFK�KDV�EHHQ
WR�HQFRXUDJH�DQG�ZRUN�ZLWK�PXQLFLSDOLWLHV�WR�EULQJ�DERXW�WKH�QHHGHG�XSJUDGHV�WR�WKHLU�V\VWHPV
�VHH�SDUDJUDSK���������7KH�'HSDUWPHQW�FRQVLGHUV�WKH�HQJLQHHULQJ�VWDQGDUGV�VSHFLILHG�LQ�1RYD
6FRWLD�5HJXODWLRQV�WR�EH�VXIILFLHQW�IRU�GHVLJQLQJ�DQG�EXLOGLQJ�VDIH�ZDWHU�WUHDWPHQW�IDFLOLWLHV�DQG
V\VWHPV���+RZHYHU��LW�KDV�FRPPLWWHG��LQ�FROODERUDWLRQ�ZLWK�WKH�RWKHU�$WODQWLF�SURYLQFHV��WR�WKH
GHYHORSPHQW�RI�D�VWDQGDUGV�DQG�JXLGHOLQHV�PDQXDO�IRU�DOO�RI�$WODQWLF�&DQDGD���3XEOLF�UHSRUWLQJ
E\�SXEOLF�ZDWHU�VXSSO\�RZQHUV�LV�QRW�D�UHTXLUHPHQW��EXW�WKH�LQIRUPDWLRQ�LV�JHQHUDOO\�DYDLODEOH�WR
PHPEHUV�RI�WKH�SXEOLF�XSRQ�UHTXHVW���7KH�+DOLID[�5HJLRQDO�:DWHU�&RPPLVVLRQ�DQG�WKH�7RZQ�RI
1HZ�*ODVJRZ�KDYH�SURGXFHG�DQG�GLVWULEXWHG�LQIRUPDWLYH�ZDWHU�TXDOLW\�UHSRUWV�HYHQ�WKRXJK�WKH\
DUH�QRW�UHTXLUHG�WR�GR�VR�

���� 3XEOLF�HGXFDWLRQ���7KH�'HSDUWPHQW�SURYLGHV�RQJRLQJ�SXEOLF�HGXFDWLRQ�DQG�SURPRWLRQ
UHODWLQJ�WR�GULQNLQJ�ZDWHU�TXDOLW\�DQG�VDIHW\�VWDQGDUGV�WKURXJK�LWV�LQWHUQHW�ZHEVLWH��ZLWK�D�VSHFLILF
VHFWLRQ���&OHDQ�:DWHU�:DWFK���GHGLFDWHG�WR�ZDWHU�LVVXHV���7KH�'HSDUWPHQW�DOVR�LQLWLDWHG�D�FOHDQ
ZDWHU�ZHHN�LQ������DQG�ZDV�LQYROYHG�LQ�WKH�SURPRWLRQ�RI�1DWLRQDO�'ULQNLQJ�:DWHU�:HHN�LQ������
7KH�'HSDUWPHQW�KDV�SURGXFHG�EURFKXUHV�DQG�ERRNOHWV�RQ�GULQNLQJ�ZDWHU�VDIHW\�LVVXHV��DQG�KDV
XVHG� WKH� SULQW� PHGLD� WR� GHOLYHU� PHVVDJHV� RQ� WKH� QHHG� IRU� UHJXODU� WHVWLQJ� RI� ZHOO� ZDWHU�
'HSDUWPHQW�VWDII�DUH�DYDLODEOH�IRU�FRQVXOWDWLRQ�DQG�DWWHQG�FRPPXQLW\�IDLUV�DQG�VFKRRO�HYHQWV�

���� 4XDOLILFDWLRQV���7KH�'HSDUWPHQW�KDV�D�VWDII�RI����LQVSHFWRUV�WR�DGGUHVV�LWV�HQYLURQPHQWDO
PRQLWRULQJ�DQG�FRPSOLDQFH�UHVSRQVLELOLWLHV��LQFOXGLQJ�GULQNLQJ�ZDWHU�VDIHW\���,QVSHFWRUV�PXVW�KDYH
DQ� HGXFDWLRQDO� EDFNJURXQG� VXIILFLHQW� WR� EH� HOLJLEOH� IRU� FHUWLILFDWLRQ� DV� DQ� HQYLURQPHQWDO
WHFKQRORJLVW�RU�SXEOLF�KHDOWK�LQVSHFWRU��EXW�QHHG�QRW�VHHN�WKH�DFWXDO�FHUWLILFDWLRQ���$SSUR[LPDWHO\
KDOI�RI�WKH�'HSDUWPHQW·V�LQVSHFWLRQ�VWDII�DUH�&HUWLILHG�3XEOLF�+HDOWK�,QVSHFWRUV�FHUWLILHG�WKURXJK
WKH� &DQDGLDQ� ,QVWLWXWH� RI� 3XEOLF� +HDOWK� ,QVSHFWRUV�� � 0RVW� RI� WKH� RWKHU� VWDII� DUH� &HUWLILHG
(QYLURQPHQWDO�7HFKQRORJLVWV�EHORQJLQJ�WR�WKH�6RFLHW\�RI�&HUWLILHG�(QJLQHHULQJ�7HFKQLFLDQV�DQG
7HFKQRORJLVWV�RI�1RYD�6FRWLD��RU�DUH�HOLJLEOH�WR�ZULWH�H[DPV�IRU�DWWDLQLQJ�WKH�GHVLJQDWLRQ�

���� 7KH�'HSDUWPHQW�DOVR�KDV�ILYH�K\GURJHRORJLVWV�RQ�VWDII�DQG�H[SHFWV�WR�KDYH�WZR�PRUH�E\
WKH� HQG� RI� ������ � 7KH� K\GURJHRORJLVWV� DFW� DV� UHVRXUFH� SHUVRQV� DQG� SURYLGH� H[SHUWLVH� RQ
JURXQGZDWHU�DQG�ZHOOV��DQG�DVVLVWDQFH�LQ�LQYHVWLJDWLQJ�ZDWHU�FRQWDPLQDWLRQ���7KH�'HSDUWPHQW
UHFHQWO\� KLUHG� WZR� ZDWHUVKHG� SODQQHUV�� D� GULQNLQJ� ZDWHU� VXSHUYLVRU�� D� ZDWHU� PRQLWRULQJ
WHFKQLFLDQ�� D� ZDWHU� WUHDWPHQW� IDFLOLWLHV� VSHFLDOLVW�� D� IDFLOLWLHV� HQJLQHHU�� DQG� D� *,6�GDWDEDVH
PDQDJHPHQW�VSHFLDOLVW�

���� $V�GLVFXVVHG�LQ�SDUDJUDSK�������ZDWHU�WUHDWPHQW�DQG�GLVWULEXWLRQ�V\VWHPV�DUH�FODVVLILHG
EDVHG�RQ�FULWHULD�VXFK�DV�ZDWHU�WUHDWPHQW�PHWKRGV�DQG�SRSXODWLRQ�VHUYHG���3HUVRQV�UHVSRQVLEOH�IRU
RSHUDWLQJ�VXFK�V\VWHPV�PXVW�EH�FHUWLILHG�IRU�WKH�FODVVLILFDWLRQ�OHYHO�RI�WKH�V\VWHP���7KH�KLJKHU�WKH
FODVVLILFDWLRQ��WKH�PRUH�HGXFDWLRQ�DQG�RU�H[SHULHQFH�UHTXLUHG�E\�WKH�RSHUDWRU���4XDOLILFDWLRQ�DQG
FHUWLILFDWLRQ�VWDQGDUGV�IRU�RSHUDWRUV�DUH�GHWHUPLQHG�E\�WKH�$VVRFLDWLRQ�RI�%RDUGV�RI�&HUWLILFDWLRQ
DQG�LQFRUSRUDWHG�LQWR�3URYLQFLDO�5HJXODWLRQV���7KH�$VVRFLDWLRQ�SURYLGHV�FHUWLILFDWLRQ�H[DPV�DQG
PDUNV� WKH� UHVXOWV�� � 7KH� 'HSDUWPHQW� DGPLQLVWHUV� WKH� H[DPV� RQ� WKH� $VVRFLDWLRQ·V� EHKDOI� IRU
LQGLYLGXDOV�VHHNLQJ�FHUWLILFDWLRQ�LQ�1RYD�6FRWLD��
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���� :HOO� GULOOLQJ� DQG� GLJJLQJ� SUDFWLFHV� DQG� TXDOLILFDWLRQV� DUH� DGPLQLVWHUHG� E\� WKH� :HOO
&RQVWUXFWLRQ�$GYLVRU\�%RDUG�DQG�PRQLWRUHG�E\�WKH�'HSDUWPHQW�WKURXJK�SHULRGLF�LQVSHFWLRQ���7R
FDUU\�RXW�ZHOO�FRQVWUXFWLRQ��ZHOO�GULOOHUV�DQG�GLJJHUV�PXVW�EH�OLFHQVHG�WKURXJK�WKH�'HSDUWPHQW�DQG
FRPSO\�ZLWK�WKH�:HOO�&RQVWUXFWLRQ�5HJXODWLRQV���7KH\�PXVW�PHHW�FHUWDLQ�UHTXLUHPHQWV�WR�EH
OLFHQVHG�DQG�PXVW�UHQHZ�WKHLU�OLFHQFHV�DQQXDOO\���7KH�'HSDUWPHQW�HQFRXUDJHV�WKH�SXEOLF��WKURXJK
SXEOLFDWLRQV�DQG�RWKHU�SXEOLF�SURQRXQFHPHQWV��WR�HQVXUH�ZHOO�GULOOHUV�DQG�GLJJHUV�DUH�OLFHQVHG
EHIRUH�KLULQJ�WKHP�WR�FRQVWUXFW�D�ZHOO��

���� ,Q������WKH�'HSDUWPHQW�GHYHORSHG�D�SROLF\�RQ�WKH�XVH�RI�DFFUHGLWHG�ODERUDWRULHV�IRU�ZDWHU
WHVWLQJ���(IIHFWLYH�-DQXDU\����������DOO�DQDO\WLFDO�WHVWLQJ�IRU�FKHPLFDO�FRQWDPLQDWLRQ�UHTXLUHG�IRU
SXEOLF�ZDWHU�VXSSOLHV�LV�WR�EH�FRQGXFWHG�E\�DFFUHGLWHG�ODERUDWRU\�IDFLOLWLHV�RU�IDFLOLWLHV�PDLQWDLQLQJ
DQ�DFFHSWDEOH�VWDQGDUG�LQ�D�SURILFLHQF\�WHVWLQJ�SURJUDP���/DERUDWRULHV�KDYH�XQWLO�-DQXDU\��������
WR�DFKLHYH�DFFUHGLWDWLRQ�IRU�WHVWLQJ�IRU�PLFURELRORJLFDO�FRQWDPLQDWLRQ��

���� &HUWLILFDWLRQ� DQG� SURILFLHQF\� WHVWLQJ� RI� ODERUDWRULHV� LV� FDUULHG� RXW� E\� WKH� &DQDGLDQ
$VVRFLDWLRQ� IRU�(QYLURQPHQWDO�$QDO\WLFDO�/DERUDWRULHV�� XQGHU� DJUHHPHQW�ZLWK� WKH� 6WDQGDUGV
&RXQFLO�RI�&DQDGD���7KH�$VVRFLDWLRQ�FHUWLILHV�WKDW�ODERUDWRULHV�PHHW�VSHFLILHG�VWDQGDUGV�DQG�LW
FRQGXFWV�SHULRGLF�DXGLWV�WR�HQVXUH�FRQWLQXHG�FRPSOLDQFH�

���� :H�ZHUH�LQIRUPHG�WKDW�1RYD�6FRWLD�ODERUDWRULHV��ZKHUH�DSSOLFDEOH��KDYH�DFKLHYHG�WKH
UHTXLUHG�FHUWLILFDWLRQ�IRU�FKHPLFDO�DQDO\VLV�DQG�DOO�ODERUDWRULHV�DUH�ZRUNLQJ�WRZDUG�FRPSOHWLRQ
RI� UHTXLUHPHQWV� IRU� FHUWLILFDWLRQ� IRU�PLFURELRORJLFDO� DQDO\VLV�� � +RZHYHU�� FRPSOHWLRQ� RI� WKH
FHUWLILFDWLRQ�SURFHVV�IRU�PRVW�RI�WKH�SXEOLF�ODERUDWRULHV��KRVSLWDOV��KDV�EHHQ�GHOD\HG�DQG�LV�QRW
OLNHO\�WR�EH�FRPSOHWHG�ZLWKLQ�WKH�WLPH�IUDPH�VSHFLILHG�LQ�WKH�SROLF\���7KH�'HSDUWPHQW�DQG�KRVSLWDO
ODERUDWRULHV�KDYH�EHHQ�H[SORULQJ�RWKHU�RSWLRQV�WR�HQVXUH�WHVWLQJ�VWDQGDUGV�DUH�PHW�GXULQJ�WKH�WLPH
LW�WDNHV�WR�KDYH�WKH�ODERUDWRULHV�FHUWLILHG��

���� 7KH� 'HSDUWPHQW� SUHSDUHG� 0HPRUDQGXPV� RI� 8QGHUVWDQGLQJ� RXWOLQLQJ� WKH� UHVSHFWLYH
UHVSRQVLELOLWLHV�RI� ODERUDWRULHV�DQG� WKH�'HSDUWPHQW�ZLWK� UHVSHFW� WR�ZDWHU� WHVWLQJ�� �$OO�RI� WKH
ODERUDWRULHV�KDYH�VLJQHG�D�0HPRUDQGXP�

���� 7UDLQLQJ���1HZO\�KLUHG�LQVSHFWLRQ�VWDII�DW�WKH�'HSDUWPHQW�RI�(QYLURQPHQW�DQG�/DERXU
UHFHLYH� WUDLQLQJ� LQ� WKHLU� MRE� UHVSRQVLELOLWLHV� E\� DFFRPSDQ\LQJ� DQ� H[SHULHQFHG� LQVSHFWRU� RQ� D
YDULHW\�RI�LQVSHFWLRQV���7KLV�¶RQ�WKH�MRE·�WUDLQLQJ�JHQHUDOO\�WDNHV�VHYHUDO�ZHHNV���2WKHU�WUDLQLQJ
LV�SURYLGHG�WR�LQVSHFWLRQ�VWDII��DV�UHTXLUHG��WKURXJK�LQ�KRXVH�DQG�H[WHUQDO�IDFLOLWLHV���7KH�DQQXDO
SHUIRUPDQFH�DSSUDLVDO�SURFHVV�DOVR�SURYLGHV�DQ�RSSRUWXQLW\�IRU�VWDII�DQG�PDQDJHPHQW�WR�HVWDEOLVK
WUDLQLQJ�QHHGV�DV�LQGLYLGXDO�JRDOV�IRU�WKH�\HDU�

���� &XUUHQWO\�� WKHUH� LV� QR� UHTXLUHPHQW� IRU� FRQWLQXLQJ� WUDLQLQJ� IRU� FHUWLILHG�ZDWHU� V\VWHP
RSHUDWRUV��DOWKRXJK�VXFK�WUDLQLQJ�LV�HQFRXUDJHG���+RZHYHU��WKH�'HSDUWPHQW�KDV�GUDIWHG�UHYLVLRQV
WR�WKH�FHUWLILFDWLRQ�UHTXLUHPHQWV�WKDW�ZRXOG�KDYH�RSHUDWRU�FHUWLILFDWHV�H[SLUH�WKUHH�\HDUV�IURP�WKH
GDWH�RI�LVVXH���2SHUDWRUV�ZRXOG�EH�HOLJLEOH�IRU�UHFHUWLILFDWLRQ�E\�DFFXPXODWLQJ�DFFHSWDEOH�WUDLQLQJ
DQG�H[SHULHQFH�GXULQJ�WKH�WKUHH�\HDUV��RU�EH�UHTXLUHG�WR�UHZULWH�WKH�FHUWLILFDWLRQ�H[DP���7KH
UHYLVHG�VWDQGDUGV�DUH�LQ�GUDIW�IRUP�DQG�DZDLW�ILQDOL]DWLRQ�RI�SODQV�IRU�WKH�LPSOHPHQWDWLRQ�SURFHVV�

���� 7KHUH�LV�QR�PDQGDWRU\�RQJRLQJ�WUDLQLQJ�IRU�ZHOO�GULOOHUV�DQG�GLJJHUV��EXW�RSSRUWXQLWLHV�DUH
DYDLODEOH�WKURXJK�WKH�1RYD�6FRWLD�*URXQGZDWHU�$VVRFLDWLRQ�DQG�WKH�&DQDGLDQ�*URXQG�:DWHU
$VVRFLDWLRQ���7KH�'HSDUWPHQW�KDV�EHHQ�ZRUNLQJ�ZLWK�WKH�1RYD�6FRWLD�*URXQGZDWHU�$VVRFLDWLRQ
WR�GHYHORS�D�PHFKDQLVP�WR�SURYLGH�IXQGLQJ�IRU�WUDLQLQJ��HGXFDWLRQ�DQG�XSJUDGLQJ�RI�RSHUDWRUV�LQ
WKH�LQGXVWU\�
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&RPSOLDQFH

���� %DFNJURXQG� ��7KH�'HSDUWPHQW� KDV� D� EURDG�PDQGDWH� XQGHU� WKH�(QYLURQPHQW�$FW� DQG
DVVRFLDWHG�5HJXODWLRQV��ZKLFK� LQFOXGHV� WKH� SURWHFWLRQ� RI� GULQNLQJ�ZDWHU� VXSSOLHV�� �$V�ZHOO�
VHFWLRQV�RI�RWKHU�OHJLVODWLRQ��+HDOWK�$FW�DQG�0XQLFLSDO�*RYHUQPHQW�$FW��JRYHUQ�PDWWHUV�UHODWLQJ
WR�GULQNLQJ�ZDWHU���$OWKRXJK�WKH�'HSDUWPHQW�RI�(QYLURQPHQW�DQG�/DERXU�LV�WKH�OHDG�DJHQF\�LQ
HQVXULQJ�FRPSOLDQFH�ZLWK� OHJLVODWLRQ�SHUWDLQLQJ� WR�GULQNLQJ�ZDWHU�VDIHW\�� WKHUH�DUH� UROHV�DQG
UHVSRQVLELOLWLHV�GHILQHG�IRU�RWKHU�3URYLQFLDO�GHSDUWPHQWV�DQG�WKH�)HGHUDO�JRYHUQPHQW��DV�ZHOO�DV
SXEOLF�DQG�SULYDWH�ZDWHU�VXSSO\�RZQHUV��

���� 0XQLFLSDO�ZDWHU�VXSSOLHV���7KHUH�DUH����PXQLFLSDO�ZDWHU�V\VWHPV�LQ�WKH�3URYLQFH���7KH
RSHUDWLRQ�RI�D�PXQLFLSDO�ZDWHU� WUHDWPHQW�RU�GLVWULEXWLRQ� IDFLOLW\� UHTXLUHV� WKH�DSSURYDO�RI� WKH
0LQLVWHU� RI� (QYLURQPHQW� DQG� /DERXU�� � $Q� DSSOLFDWLRQ� IRU� DSSURYDO� PXVW� EH� VXSSRUWHG� E\
GRFXPHQWDWLRQ�GHVFULELQJ�WKH�IDFLOLW\���'HSDUWPHQW�HQJLQHHUV�FODVVLI\�WKH�IDFLOLW\�DFFRUGLQJ�WR�WKH
UDWLQJ�V\VWHP�VHW�RXW�LQ�5HJXODWLRQV�DQG�SHUIRUP�D�WHFKQLFDO�UHYLHZ�WR�HQVXUH�WKH�SURSRVHG�V\VWHP
DGKHUHV�WR�WKH�'HSDUWPHQW·V�VWDQGDUGV��SROLFLHV�DQG�JXLGHOLQHV���,I�DOO�FULWHULD�DUH�PHW�DQ�DSSURYDO
LV�LVVXHG��JHQHUDOO\�IRU�D�WHQ�\HDU�WHUP��UHQHZDEOH�XSRQ�DSSOLFDWLRQ�E\�WKH�RZQHU�

���� 7KH�DSSURYDO�IRU�D�QHZ�PXQLFLSDO�ZDWHU�V\VWHP�OLVWV�DQ\�WHUPV�DQG�FRQGLWLRQV�WKH�DSSOLFDQW
PXVW�VDWLVI\��VXFK�DV�VSHFLILF�PRQLWRULQJ�UHTXLUHPHQWV�DQG�SUHSDUDWLRQ�RI�D�FRQWLQJHQF\�SODQ�
0RQLWRULQJ�UHTXLUHPHQWV�PD\�EH�PRUH�VWULQJHQW�WKDQ�WKH�PLQLPXP�OHYHO�RI�WHVWLQJ�SURYLGHG�IRU
LQ� 3URYLQFLDO� JXLGHOLQHV�� �(DFK� IDFLOLW\� KDV� LWV� RZQ� SDUWLFXODU� VHW� RI� FLUFXPVWDQFHV�� VXFK� DV
JHRJUDSKLF�ORFDWLRQ�DQG�QHDUE\�LQGXVWULHV��DQG�WHVWLQJ�UHTXLUHPHQWV�PD\�EH�DGMXVWHG�WR�UHIOHFW
WKHVH���0XQLFLSDO�ZDWHU�VXSSO\�RSHUDWRUV�PXVW�GR�PLFURELRORJLFDO�WHVWLQJ�ZHHNO\��LI�QRW�PRUH
IUHTXHQWO\�� DQG�PDQ\�KDYH�D� FKHPLFDO� DQDO\VLV� SHUIRUPHG�HYHU\� VL[�PRQWKV�� �2SHUDWRUV� DUH
UHTXLUHG�WR�VXEPLW�D�PRQWKO\�UHSRUW�WR�WKH�'HSDUWPHQW�RXWOLQLQJ�WKH�UHVXOWV�RI�WHVWLQJ�

���� ,W�LV�WKH�UHVSRQVLELOLW\�RI�HDFK�PXQLFLSDOLW\�WR�KDYH�D�FRQWLQJHQF\�SODQ�LQ�SODFH�WR�UHVSRQG
WR�HPHUJHQFLHV�VXFK�DV�FKORULQDWLRQ�IDLOXUH�DQG�SRZHU�RXWDJHV���$V�ZHOO��WKHUH�PXVW�EH�D�VWUDWHJ\
WR�FRPPXQLFDWH�GLVUXSWLRQV�WR�WKH�SXEOLF�DQG�WKH�'HSDUWPHQW�

���� $V�SDUW�RI�LWV�QHZ�ZDWHU�VWUDWHJ\��WKH�'HSDUWPHQW�KDV�LGHQWLILHG�WKH�QHHG�IRU�D�UHYLHZ�RI
PXQLFLSDO�ZDWHU�V\VWHP�DSSURYDOV���,W�KDV�GHYHORSHG�DQ�LPSOHPHQWDWLRQ�SODQ�ZKLFK�ZLOO�UHVXOW�LQ
D�QHZ�RU�XSGDWHG�¶$SSURYDO�WR�2SHUDWH·�LVVXHG�WR�DOO�PXQLFLSDO�ZDWHU�V\VWHPV�WR�YHULI\�WKDW�WKH\
SURYLGH� WKH�EHVW�TXDOLW\�ZDWHU�SURGXFW�� �7KH�SODQ� LQFOXGHV�DGYLVLQJ� WKH�PXQLFLSDOLWLHV�RI� WKH
UHTXLUHPHQW�WR�FRPSOHWH�D�VRXUFH�ZDWHU�DVVHVVPHQW�UHSRUW�IURP�ZKLFK�D�FRPSUHKHQVLYH�WUHDWPHQW
DQG�RSHUDWLRQDO�VWUDWHJ\�LV�WR�EH�GHYHORSHG���,W�LV�DQWLFLSDWHG�WKDW�LW�ZLOO�WDNH�VL[�\HDUV�EHIRUH�DOO
FRQVWUXFWLRQ�LV�FRPSOHWHG�DQG�RSHUDWLRQDO�V\VWHPV�DUH�LQ�SODFH���7KH�UHYLHZ�SURFHVV�ZLOO�DOVR
UHVXOW�LQ�PLQLPXP�OHYHOV�RI�WUHDWPHQW�IRU�VRXUFH�ZDWHU���7KH�PLQLPXP�OHYHO�RI�WUHDWPHQW�IRU
VXUIDFH�ZDWHU�� DQG� JURXQGZDWHU� XQGHU� WKH� LQIOXHQFH� RI� VXUIDFH�ZDWHU��ZLOO� EH� ILOWUDWLRQ� DQG
GLVLQIHFWLRQ���7KH�PLQLPXP�OHYHO�RI�WUHDWPHQW�IRU�JURXQGZDWHU�ZLOO�EH�GLVLQIHFWLRQ�

���� :H� REWDLQHG� D� OLVWLQJ� RI� PXQLFLSDO� ZDWHU� VXSSOLHV� LQFOXGLQJ� IDFLOLW\� DQG� RSHUDWRU
FODVVLILFDWLRQV���:H�QRWHG����IDFLOLWLHV�ZKHUH�WKH�RSHUDWRU�FODVVLILFDWLRQ�ZDV�DW�D�OHYHO�ORZHU�WKDQ
WKH�IDFLOLW\�FODVVLILFDWLRQ���:H�ZHUH�LQIRUPHG�WKDW�D�QXPEHU�RI�WKH�PXQLFLSDOLWLHV�KDYH�KDG�UHFHQW
XSJUDGHV� WR�V\VWHPV��EXW� WKHUH�KDV�EHHQ� LQVXIILFLHQW� WLPH�IRU�RSHUDWRUV� WR�DFKLHYH� WKH�KLJKHU
FHUWLILFDWLRQ�OHYHO���,Q�)HEUXDU\�������WKH�'HSDUWPHQW�FRQWDFWHG�HDFK�PXQLFLSDOLW\�ZKHUH�WKHUH
ZDV�VXFK�D�GLVFUHSDQF\��UHTXHVWLQJ�DQ�DFWLRQ�SODQ�WR�DGGUHVV�WKH�GHILFLHQF\���7KH�'HSDUWPHQW�ZLOO
EH�IROORZLQJ�XS�GXULQJ�LWV�UHYLHZ�RI�PXQLFLSDO�ZDWHU�V\VWHP�DSSURYDOV��

���� 5HJLVWHUHG�ZDWHU�VXSSOLHV���(IIHFWLYH�2FWREHU�������SXEOLF�GULQNLQJ�ZDWHU�VXSSOLHV�RWKHU
WKDQ�PXQLFLSDO�V\VWHPV�PXVW�EH�UHJLVWHUHG�ZLWK�WKH�'HSDUWPHQW���5HJXODWLRQV�VWLSXODWH�FULWHULD�IRU
GHWHUPLQLQJ�ZKLFK�VXSSOLHV�PXVW�EH�UHJLVWHUHG���3XEOLF�ZDWHU�VXSSO\�RZQHUV�PXVW�FRPSOHWH�D
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UHJLVWUDWLRQ�IRUP�DQG�SURYLGH�GHWDLOV�DERXW�WKH�ZDWHU�V\VWHP��VXFK�DV�WKH�QXPEHU�RI�FRQQHFWLRQV
DQG�WKH�SRSXODWLRQ�VHUYHG���7KH�LQIRUPDWLRQ�LV�HQWHUHG�LQWR�WKH�'HSDUWPHQW·V�UHJLVWHUHG�ZDWHU
VXSSO\�GDWDEDVH�DQG�D�OHWWHU�LV�VHQW�WR�WKH�RZQHU�QRWLQJ�WKH�DVVLJQHG�UHJLVWUDWLRQ�QXPEHU�DQG
VXPPDUL]LQJ�WKH�RZQHU·V�UHVSRQVLELOLWLHV�DV�D�SURYLGHU�RI�GULQNLQJ�ZDWHU�WR�WKH�SXEOLF���2ZQHUV
DUH�DOVR�SURYLGHG�ZLWK�DQ�LQIRUPDWLRQ�SDFNDJH�LQFOXGLQJ�WKH�3URYLQFH·V�*XLGHOLQHV�IRU�0RQLWRULQJ
3XEOLF�'ULQNLQJ�:DWHU�6XSSOLHV�

���� 7KH�'HSDUWPHQW�HVWLPDWHV�WKHUH�DUH�DSSUR[LPDWHO\�������SXEOLF�GULQNLQJ�ZDWHU�VXSSOLHV
UHTXLULQJ�UHJLVWUDWLRQ�DQG�LPSOHPHQWDWLRQ�RI�D�ZDWHU�TXDOLW\�PRQLWRULQJ�SURJUDP���7R�KDQGOH�WKH
YROXPH� DQG� HQVXUH� DOO� UHTXLUHG� VXSSOLHV� DUH� UHJLVWHUHG�� WKH�'HSDUWPHQW� HPSOR\HG� D� SKDVHG
DSSURDFK�EDVHG�RQ�ULVN���3XEOLF�ZDWHU�VXSSOLHV�ZHUH�FODVVLILHG�LQWR�IRXU�JURXSV��ZLWK�JURXS�RQH
LQFOXGLQJ�VXSSOLHV�GHHPHG�WR�EH�RI�KLJKHU�ULVN��H�J���VFKRROV��GD\�FDUH�FHQWUHV��KRVSLWDOV��QXUVLQJ
KRPHV��DQG�JURXS�IRXU�IRU�ORZHU�ULVN�VXSSOLHV��VXFK�DV�FDPSJURXQGV���7KH�'HSDUWPHQW�IRFXVHG
RQ�UHJLVWHULQJ�WKH�KLJKHU�ULVN�VXSSOLHV�EHIRUH�PRYLQJ�RQ�WR�WKH�RWKHU�JURXSV���7KH�'HSDUWPHQW
RULJLQDOO\�HVWLPDWHG�WKDW�LW�ZRXOG�KDYH�DOO�SXEOLF�ZDWHU�VXSSOLHV�UHJLVWHUHG�E\�2FWREHU���������
$V� RI� 1RYHPEHU� ��� ������ DSSUR[LPDWHO\� WZR� \HDUV� DIWHU� WKH� UHJXODWRU\� UHTXLUHPHQW� IRU
UHJLVWUDWLRQ�ZDV�DSSURYHG��WKHUH�ZHUH�������VXSSOLHV�UHJLVWHUHG���

���� 5HJLVWHUHG�ZDWHU�VXSSO\�RZQHUV�DUH�UHTXLUHG�WR�WDNH�D�ZDWHU�VDPSOH�HYHU\�WKUHH�PRQWKV
IRU�PLFURELRORJLFDO� WHVWLQJ�� �&KHPLFDO�DQDO\VLV�RI�ZDWHU� LV�UHTXLUHG�HYHU\�RQH�RU� WZR�\HDUV�
GHSHQGLQJ�RQ�WKH�ZDWHU·V�VRXUFH���:DWHU�VXSSOLHV�LQ�HDFK�UHJLVWUDWLRQ�JURXS�ZHUH�DVVLJQHG�D
GLIIHUHQW�PRQLWRULQJ�SHULRG�LQ�RUGHU�WR�VPRRWK�WKH�ZRUNORDG�RI�ODERUDWRULHV�DQG�'HSDUWPHQW�VWDII�

���� 7R�HQVXUH�DOO�SXEOLF�GULQNLQJ�ZDWHU�VXSSO\�RZQHUV�FRPSOHWH�WKH�UHJLVWUDWLRQ�SURFHVV��WKH
'HSDUWPHQW��LQ�FRRSHUDWLRQ�ZLWK�RWKHU�JRYHUQPHQW�GHSDUWPHQWV�VXFK�DV�+HDOWK�DQG�&RPPXQLW\
6HUYLFHV��DQG�LQGXVWU\�RUJDQL]DWLRQV�VXFK�DV�WKH�5HWDLO�*DVROLQH�'HDOHUV�$VVRFLDWLRQ��VHQW�OHWWHUV
WR�RZQHUV�LQIRUPLQJ�WKHP�RI�WKH�FKDQJH�LQ�WKH�5HJXODWLRQV�DQG�WKH�UHTXLUHPHQW�WR�UHJLVWHU�ZDWHU
VXSSOLHV���7KH�'HSDUWPHQW�DOVR�SURYLGHG�LQIRUPDWLRQ�VHVVLRQV�IRU�YDULRXV�DIIHFWHG�JURXSV�DQG�XVHG
WKH�SULQW�PHGLD�WR�LQIRUP�WKH�SXEOLF�RI�WKH�QHZ�5HJXODWLRQV�DQG�UHJLVWUDWLRQ�UHTXLUHPHQWV�

���� 0RQLWRULQJ�DQG�LQVSHFWLRQV���7KH�'HSDUWPHQW�KDV�FRPPLWWHG�WR�DXGLWLQJ�HDFK�RI�WKH���
PXQLFLSDO�ZDWHU�V\VWHPV�LQ�WKH�3URYLQFH�DW�OHDVW�WZLFH�D�\HDU���$XGLWV�DUH�XQDQQRXQFHG�DQG�WKH
OHQJWK�RI� WKH�DXGLW�ZLOO�YDU\�GHSHQGLQJ�RQ� WKH�FRPSOH[LW\�RI� WKH�V\VWHP�DQG� W\SH�RI� UHYLHZ
FRQGXFWHG���$XGLWV�PD\�LQYROYH�ZDWHU�WHVWLQJ�RQO\�RU�LQFOXGH�DQ�H[WHQVLYH�UHYLHZ�RI�WKH�HQWLUH
ZDWHUZRUNV�V\VWHP�

���� :H�H[DPLQHG�D�VDPSOH�RI�ILOHV�WR�GHWHUPLQH�LI�WKH�'HSDUWPHQW·V�PRQLWRULQJ�DQG�DXGLW
V\VWHPV�ZHUH�RSHUDWLQJ�HIIHFWLYHO\� WR�SURYLGH�IRU�FRPSOLDQFH�ZLWK�ZDWHU�VDIHW\�UHTXLUHPHQWV
RXWOLQHG�LQ�OHJLVODWLRQ��UHJXODWLRQV�DQG�SROLFLHV���:H�ZHUH�DEOH�WR�H[DPLQH�DXGLWV�RI�PXQLFLSDO
ZDWHU�VXSSOLHV��EXW�QRW�DXGLWV�RI�UHJLVWHUHG�ZDWHU�VXSSOLHV���7KH�'HSDUWPHQW�KDV�SHUIRUPHG�RYHU
����LQVSHFWLRQV�RI�UHJLVWHUHG�ZDWHU�VXSSOLHV�EHFDXVH�RI�WKH�SUHVHQFH�RI�FRQWDPLQDWLRQ�DQG�WKH
LVVXDQFH�RI�ERLO�ZDWHU�DGYLVRULHV��EXW�WKHUH�KDYH�QRW�\HW�EHHQ�DQ\�DXGLWV�EHFDXVH�UHJLVWUDWLRQ�LV
VWLOO�LQ�SURJUHVV����

���� :H�KDYH�D�QXPEHU�RI�REVHUYDWLRQV�WR�UHSRUW�IURP�RXU�WHVWLQJ�RI�PXQLFLSDO�VXSSO\�DXGLWV�
:H�VHOHFWHG����PXQLFLSDO�ZDWHU�VXSSOLHV�DQG�UHYLHZHG�WKH�UHODWHG�DXGLW�ILOHV�IRU�WKH������FDOHQGDU
\HDU���:H�QRWHG�WKDW�VHPL�DQQXDO�DXGLWV�ZHUH�FDUULHG�RXW�DW����RI�WKH�IDFLOLWLHV���2QO\�RQH�DXGLW
ZDV�FDUULHG�RXW�GXULQJ�WKH�\HDU�DW�WKH�RWKHU���IDFLOLWLHV���7KLV�ZDV�H[SODLQHG�WR�XV�DV�WKH�UHVXOW�RI
PLVLQWHUSUHWDWLRQ�RI�'HSDUWPHQWDO� SROLF\�� �$W� DOO� ��� IDFLOLWLHV� WKHUH�ZDV� HYLGHQFH�RI�ZHHNO\
PLFURELRORJLFDO�WHVWLQJ�DQG�DW�OHDVW�DQQXDO�FKHPLFDO�DQDO\VLV�

���� :H�REVHUYHG�WKDW�PRVW�RI�WKH�DXGLWV�LQYROYHG�ZDWHU�VDPSOLQJ�RQO\���:KHQ�D�PRUH�GHWDLOHG
DXGLW�ZDV�FDUULHG�RXW�DQG�DQ�DXGLW�UHSRUW�SUHSDUHG��ZH�FRXOG�QRW�GHWHUPLQH�WKH�H[WHQW�RI�WKH�DXGLW
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ZRUN�SHUIRUPHG���7KH�DXGLW�IRUP�XVHG�E\�WKH�'HSDUWPHQW�GLG�QRW�SURYLGH�GHWDLOV�RQ�KRZ�DQ�DXGLW
VKRXOG�EH�SHUIRUPHG�

���� :KHQ�ZH�UHWXUQHG�LQ�2FWREHU������WR�IROORZ�XS�RQ�VRPH�RI�RXU�DXGLW�ILQGLQJV��ZH�IRXQG
WKDW�WKH�'HSDUWPHQW�KDG�GHYHORSHG�DQ�DXGLW�FKHFNOLVW�IRU�ZDWHUZRUNV�V\VWHPV�DQG�XVHG�LW�IRU
DXGLWV�FDUULHG�RXW�LQ�WKH�VXPPHU�RI��������:H�ZHUH�WROG�WKDW�LQVSHFWLRQ�VWDII�ZHUH�WR�FRPSOHWH
RQO\�FHUWDLQ�VHFWLRQV�RI�WKH�FKHFNOLVW�EHFDXVH�RI�WKH�W\SH�RI�UHYLHZ�EHLQJ�FDUULHG�RXW�LQ�������L�H��
ZDWHU�VDPSOLQJ����:H�UHPDLQHG�FRQFHUQHG�WKDW�DXGLWV�RI�PXQLFLSDO�ZDWHU�VXSSOLHV�ZHUH�QRW�YHU\
FRPSUHKHQVLYH���+RZHYHU��ZH�IRXQG�WKDW�WKH�'HSDUWPHQW�KDG�LQWURGXFHG�JXLGHOLQHV�IRU�VFKHGXOLQJ
DQG�GHWHUPLQLQJ�WKH�H[WHQW�RI�DXGLWV�EDVHG�RQ�D�ULVN�DVVHVVPHQW�HYDOXDWLRQ�SURFHVV���$OVR��WKHUH
DUH�SODQV�IRU�FRPSOHWH�UHDVVHVVPHQWV�RI�DOO�PXQLFLSDO�ZDWHU�VXSSOLHV�VWDUWLQJ�LQ�WKH�IDOO�RI������
DV�GHVFULEHG�LQ�SDUDJUDSK������

���� :H�DOVR�QRWHG�WKDW�GRFXPHQWDWLRQ�VXFK�DV�ODERUDWRU\�UHSRUWV�ZDV�PLVVLQJ�IURP�VRPH�RI
WKH�ILOHV��DQG�LQFRQVLVWHQF\�DPRQJ�WKH�UHJLRQDO�RIILFHV�LQ�WKH�PDQQHU�LQ�ZKLFK�ILOHV�ZHUH�RUJDQL]HG
DQG� PDLQWDLQHG�� $OVR�� WKHUH� ZDV� PLQLPDO� UHYLHZ� RI� WKH� TXDOLW\� RI� DXGLW� GRFXPHQWDWLRQ� E\
PDQDJHPHQW���'XULQJ�RXU�IROORZ�XS�YLVLW��ZH�QRWHG�WKDW�WKH�'HSDUWPHQW�ZDV�ILQDOL]LQJ�D�SROLF\
RQ�SUHSDULQJ�DQG�WUDFNLQJ�ILOHV��DQG�WKDW�SHULRGLF�UHYLHZV�E\�PDQDJHPHQW�RI�WKH�TXDOLW\�RI�DXGLW
GRFXPHQWDWLRQ�ZLOO�EH�UHTXLUHG�

���� $V�QRWHG�LQ�SDUDJUDSK�������WKH�'HSDUWPHQW�LV�VWLOO� LQ�WKH�SURFHVV�RI�UHJLVWHULQJ�QRQ�
PXQLFLSDO� SXEOLF� GULQNLQJ� ZDWHU� VXSSOLHV� DQG� QR� DXGLWV� KDYH� \HW� EHHQ� SHUIRUPHG� IRU� WKHVH
VXSSOLHV�� � +RZHYHU�� RZQHUV� DUH� VWLOO� UHTXLUHG� WR� SHUIRUP� TXDUWHUO\� VDPSOLQJ� DV� VHW� RXW� LQ
3URYLQFLDO�JXLGHOLQHV�� �'HSDUWPHQW�RIILFLDOV� LQGLFDWHG� WKH\�FRXOG�UHO\�RQ�EHLQJ�QRWLILHG�E\�D
ODERUDWRU\�LI�D�UHJLVWHUHG�ZDWHU�VXSSOLHU�ZDV�QRW�VXEPLWWLQJ�TXDUWHUO\�VDPSOHV�RU�LI�D�VDPSOH�FDPH
IURP�D�VXSSOLHU�WKDW�ZDV�QRW�UHJLVWHUHG���

���� 7KH�'HSDUWPHQW�H[SHFWV�WR�EHJLQ�DXGLWLQJ�UHJLVWHUHG�VXSSOLHV�HDUO\�LQ��������,W�LV�SODQQLQJ
WR�FRRUGLQDWH�LWV�HIIRUWV�ZLWK�RWKHU�JRYHUQPHQW�LQVSHFWLRQ�SURJUDPV�WR�PD[LPL]H�HIILFLHQF\���)RU
H[DPSOH��IRRG�VDIHW\�LQVSHFWRUV�ZLWK�WKH�'HSDUWPHQW�RI�$JULFXOWXUH�DQG�)LVKHULHV��DV�SDUW�RI�WKHLU
H[LVWLQJ�PDQGDWH��FKHFN�WKDW�D�IRRG�VHUYLFH�HVWDEOLVKPHQW�ZLWK�LWV�RZQ�ZDWHU�VXSSO\�KDV�UHJLVWHUHG
DQG�LV�WHVWLQJ�LWV�VXSSO\���,QVSHFWRUV�FDQ�DOVR�WDNH�D�ZDWHU�VDPSOH�IRU�DQDO\VLV�

���� :H�EHOLHYH��KRZHYHU��WKDW�WKHUH�KDV�EHHQ�LQVXIILFLHQW�SODQQLQJ�UHODWLQJ�WR�WKH�FRPSOLDQFH
PRQLWRULQJ� SURFHVV� IRU� UHJLVWHUHG� ZDWHU� VXSSOLHV�� � 7KH� 'HSDUWPHQW� KDV� QRW� \HW� IRUPDOO\
GHWHUPLQHG�DQG�GRFXPHQWHG�KRZ�LW�ZLOO�FDUU\�RXW�WKH�DXGLWV��LQFOXGLQJ�WKH�SURFHGXUHV�DQG�IRUPV
WR�EH�XVHG���,W�KDV�QRW�SUHSDUHG�DQ�DQDO\VLV�RI�KRZ�DXGLWV�RI�UHJLVWHUHG�VXSSOLHV�ZLOO�EH�DOORFDWHG
DPRQJ�WKH�YDULRXV�GHSDUWPHQWV�DQG�ZKHWKHU�WKHUH�DUH�VXIILFLHQW�UHVRXUFHV�DYDLODEOH�WR�GR�WKH
ZRUN���7KH�'HSDUWPHQW�KDV�QRW�DGHTXDWHO\�FRQVLGHUHG�KRZ�LW�ZLOO�HQVXUH�RWKHU�GHSDUWPHQWV·
LQVSHFWRUV�DUH�SURYLGLQJ�DGHTXDWH�FRPSOLDQFH�PRQLWRULQJ�FRYHUDJH���

5HFRPPHQGDWLRQ����

:H�UHFRPPHQG�WKDW�WKH�'HSDUWPHQW�GHYHORS�DXGLW�SURFHGXUHV�DQG�IRUPV�
VWXG\�UHVRXUFH�LVVXHV��HVWDEOLVK�FRRUGLQDWLRQ�PHFKDQLVPV�DQG�LPSOHPHQW
TXDOLW\�FRQWURO�VWDQGDUGV�IRU�WKH�DXGLW�RI�UHJLVWHUHG�ZDWHU�VXSSOLHV�

���� %RLO�ZDWHU�DGYLVRULHV���6LQFH�2FWREHU�������SXEOLF�ZDWHU�VXSSO\�RZQHUV�KDYH�EHHQ�IXOO\
DFFRXQWDEOH�IRU�WKH�VDIHW\�RI�WKHLU�ZDWHUZRUNV�V\VWHPV���3XEOLF�ZDWHU�VXSSO\�RZQHUV�DQG�RSHUDWRUV
KDYH�EHHQ�LQIRUPHG�RI�WKHLU�UHVSRQVLELOLWLHV��ZKLFK�LQFOXGH�D�TXLFN�UHVSRQVH�WR�DQ\�GHILFLHQF\�LQ
WKH�ZDWHU�V\VWHP���7KH�'HSDUWPHQW�KDV�GHYHORSHG�D�FRRUGLQDWHG�DSSURDFK�WR�HQVXUH�ERLO�ZDWHU
DGYLVRULHV�DUH� LQLWLDWHG� LQ�DQ�DSSURSULDWH�DQG� WLPHO\�PDQQHU�� �7KH�3URYLQFH·V�*XLGHOLQHV� IRU
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0RQLWRULQJ�3XEOLF�'ULQNLQJ�:DWHU�6XSSOLHV�LQFOXGH�D�OLVW�RI�GHILFLHQFLHV�WKDW�ZRXOG�UHTXLUH�D�ERLO
ZDWHU� DGYLVRU\� �([KLELW� ������ DQ� DGYLVRU\� SURWRFRO�� D� VXJJHVWHG� FRPPXQLFDWLRQ� SODQ�� DQG
LQIRUPDWLRQ�RQ�ZKHQ�DQ�DGYLVRU\�FDQ�EH�UHPRYHG���7KH�'HSDUWPHQW�PXVW�EH�QRWLILHG�RI�DQ\�FDVHV
RI� GULQNLQJ�ZDWHU� FRQWDPLQDWLRQ�RQ�ERLO�ZDWHU� DGYLVRULHV� LVVXHG�� �2QO\� WKH�'HSDUWPHQW� FDQ
UHPRYH�DQ�DGYLVRU\�RQFH�LW�KDV�EHHQ�LQLWLDWHG����

���� ,I�DQ�HPHUJHQF\�RFFXUV�RXWVLGH�RI�UHJXODU�EXVLQHVV�KRXUV��WKH�'HSDUWPHQW�FDQ�EH�FRQWDFWHG
WKURXJK�D�������QXPEHU���,QVSHFWRUV�DUH�¶RQ�FDOO·����KRXUV�D�GD\��RQ�D�URWDWLRQDO�EDVLV��WR�UHVSRQG
WR�HPHUJHQF\�FDOOV���/DERUDWRULHV�DUH�UHTXLUHG�WR�QRWLI\�WKH�'HSDUWPHQW��LQ�DGGLWLRQ�WR�WKH�ZDWHU
VXSSO\� RZQHU�� ZKHQ� D� ZDWHU� VDPSOH� DQDO\VLV� LQGLFDWHV� WKH� SUHVHQFH� RI� PLFURELRORJLFDO
FRQWDPLQDWLRQ���D�SRVLWLYH�WHVW�UHVXOW���7KH�'HSDUWPHQW�LV�WR�QRWLI\�DQG�FRRUGLQDWH�ZLWK�PHGLFDO
RIILFHUV�RI�WKH�'HSDUWPHQW�RI�+HDOWK�LQ�VXFK�VLWXDWLRQV�

���� :KHQ�D�ODERUDWRU\�RU�VXSSO\�RZQHU�QRWLILHV�WKH�'HSDUWPHQW�RI�D�SRVLWLYH�WHVW�UHVXOW��WKH
LQIRUPDWLRQ�LV�UHFRUGHG�DQG�DQ�LQYHVWLJDWLRQ�FRPPHQFHV���'HSHQGLQJ�RQ�WKH�UHVXOWV�RI�WKH�WHVW�
D�ERLO�ZDWHU�DGYLVRU\�PD\�RU�PD\�QRW�EH�LVVXHG�LPPHGLDWHO\���)RU�H[DPSOH��LI�D�ZDWHU�VDPSOH�WHVW
VKRZV�SRVLWLYH�UHVXOWV�IRU�IHFDO�FROLIRUP�EDFWHULD��D�ERLO�ZDWHU�DGYLVRU\�LV�LVVXHG�LPPHGLDWHO\�
+RZHYHU��LI�WKH�WHVW�VKRZV�SRVLWLYH�UHVXOWV�IRU�WRWDO�FROLIRUP�EDFWHULD�RQO\��D�VHFRQG�ZDWHU�VDPSOH
LV�WDNHQ�EHFDXVH�WKH�SRVLWLYH�WHVW�UHVXOW�PD\�KDYH�EHHQ�GXH�WR�LPSURSHU�VDPSOLQJ���,I�WKH�VHFRQG
WHVW� LV� DOVR� SRVLWLYH�� D� ERLO� ZDWHU� DGYLVRU\� LV� LVVXHG�� � $Q� DGYLVRU\� LV� QRW� UHPRYHG� E\� WKH
'HSDUWPHQW�XQWLO�UHPHGLDO�DFWLRQ�LV�WDNHQ��VXFK�DV�IOXVKLQJ�WKH�V\VWHP�ZLWK�FKORULQH��DQG�WKHUH
KDYH�EHHQ�WZR�FRQVHFXWLYH�GD\V�ZLWK�QHJDWLYH�WHVW�UHVXOWV�

���� 'XULQJ�RXU�H[DPLQDWLRQ�RI�PXQLFLSDO�ZDWHU�V\VWHP�DXGLW�ILOHV��ZH�QRWHG�ZKHUH�SRVLWLYH
WHVW� UHVXOWV� KDG�RFFXUUHG� DQG�GHWHUPLQHG�ZKHWKHU� IROORZ�XS�ZDWHU� WHVWLQJ�ZDV�SHUIRUPHG� DV
UHTXLUHG�E\�3URYLQFLDO�JXLGHOLQHV���:H�QRWHG����FDVHV�ZKHUH�SRVLWLYH�UHVXOWV�IRU�WRWDO�FROLIRUP
EDFWHULD�ZHUH�IRXQG��RI�ZKLFK����ZHUH�IROORZHG�XS�ZLWK�D�VHFRQG�ZDWHU�VDPSOH���7KHUH�ZDV�QR
GRFXPHQWDWLRQ�LQ�WKH�ILOHV�GHVFULELQJ�ZK\�IROORZ�XS�VDPSOHV�ZHUH�QRW�WDNHQ�IRU�WKH�RWKHU�ILYH
SRVLWLYH�WHVW�UHVXOWV���2I�WKH����WKDW�ZHUH�IROORZHG�XS��ZH�FRXOG�QRW�ILQG�WKH�ODERUDWRU\�UHVXOWV�IRU
HLJKW�RI�WKH�IROORZ�XS�VDPSOHV���$PRQJ�WKH����FDVHV�ZH�H[DPLQHG��WKHUH�ZHUH����ZKHUH�ERLO
ZDWHU�DGYLVRULHV�ZHUH�LVVXHG���:H�QRWHG�WKDW�UHTXLUHG�SURFHGXUHV�ZHUH�IROORZHG�LQ�HDFK�VLWXDWLRQ
ZKHUH�D�ERLO�ZDWHU�DGYLVRU\�ZDV�LVVXHG�

���� 7KH�'HSDUWPHQW�KDV�LPSOHPHQWHG�D�V\VWHP�WR�UHFRUG�ERLO�ZDWHU�DGYLVRULHV�LVVXHG��([KLELW
�����DQG�UHPRYHG���:H�UHYLHZHG�ILOHV�IRU�UHJLVWHUHG��QRQ�PXQLFLSDO��ZDWHU�VXSSOLHV�ZKHUH�ERLO
ZDWHU�DGYLVRULHV�KDG�RFFXUUHG�GXULQJ�FDOHQGDU�\HDU��������:H�IRXQG�WKDW�WKH�ERLO�ZDWHU�DGYLVRU\
SURFHGXUHV�ZHUH� IROORZHG�� DOWKRXJK� LQ� VRPH� FDVHV� FRSLHV� RI� ODERUDWRU\� WHVW� UHVXOWV� RU� RWKHU
VXSSRUWLQJ�GRFXPHQWDWLRQ�ZHUH�QRW�LQ�WKH�ILOH���:H�DOVR�QRWHG�WZR�FDVHV�ZKHUH�WKH�UHPRYDO�RI�WKH
ERLO�ZDWHU�DGYLVRU\�ZDV�QRW�GRFXPHQWHG�LQ�WKH�ILOH���'RFXPHQWDWLRQ�ZDV�VXEVHTXHQWO\�REWDLQHG
IRU�RQH�RI�WKH�FDVHV���,Q�WKH�RWKHU�FDVH��ZH�ZHUH�LQIRUPHG�WKDW�WKH�OLIWLQJ�RI�WKH�DGYLVRU\�KDG�EHHQ
FRPPXQLFDWHG�YHUEDOO\�DQG�'HSDUWPHQW�UHFRUGV�ZHUH�QRW�XSGDWHG�

5HFRPPHQGDWLRQ����

:H�UHFRPPHQG�WKDW�'HSDUWPHQWDO�UHTXLUHPHQWV�IRU�WKH�GRFXPHQWDWLRQ
DQG�IROORZ�XS�RI�ERLO�ZDWHU�DGYLVRULHV�EH�FRPSOLHG�ZLWK�

���� 3ULYDWH�GULQNLQJ�ZDWHU�VXSSOLHV���5HVSRQVLELOLW\�IRU�HQVXULQJ�VDIH�GULQNLQJ�ZDWHU�IURP
SULYDWH� VXSSOLHV��PRVWO\�ZHOOV�� UHVWV�ZLWK� WKH� VXSSO\�RZQHUV�� �:HOO� GULOOHUV� DQG�GLJJHUV� DUH
UHTXLUHG�WR�VXEPLW�D�UHSRUW�WR�WKH�'HSDUWPHQW�RQ�HDFK�ZHOO�FRQVWUXFWHG���'HWDLOV�IURP�WKH�UHSRUWV
DUH�HQWHUHG�LQWR�D�GDWDEDVH�RI�DOO�ZHOOV�FRQVWUXFWHG�LQ�WKH�3URYLQFH���'HSDUWPHQW�LQVSHFWRUV�PD\
LQVSHFW�D�ZHOO�RQ�SULYDWH�SURSHUW\�LQ�WKH�FRXUVH�RI�LQVSHFWLRQ�RI�DQ�RQ�VLWH�VHZDJH�V\VWHP��XSRQ
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FRPSODLQW�RI�LQDGHTXDWH�ZHOO�FRQVWUXFWLRQ��RU�LQ�UHVSRQVH�WR�D�UHSRUW�RI�FRQWDPLQDWLRQ�IURP�D
VRXUFH�RXWVLGH�RI�WKH�RZQHU·V�SURSHUW\���

���� &RPSODLQWV� ��7KH�'HSDUWPHQW� KDV� D� SURFHVV� WR� UHFRUG� DQG� LQYHVWLJDWH� HQYLURQPHQWDO
FRPSODLQWV��LQFOXGLQJ�WKRVH�UHODWLQJ�WR�GULQNLQJ�ZDWHU���$�ILOH�LV�VHW�XS�IRU�HDFK�FRPSODLQW�XQOHVV
WKH�FRPSODLQW�UHODWHV�WR�D�PDWWHU�ZKHUH�D�ILOH�DOUHDG\�H[LVWV���7KH�W\SH�DQG�H[WHQW�RI�IROORZ�XS�E\
DQ�LQVSHFWRU�LV�GHSHQGHQW�RQ�WKH�QDWXUH�RI�WKH�FRPSODLQW���7KH�'HSDUWPHQW�LV�GHYHORSLQJ�D�ILOH
WUDFNLQJ�V\VWHP�ZKLFK�ZLOO�SHUPLW�PRQLWRULQJ�RI�WKH�IROORZ�XS�RI�FRPSODLQWV�

(QIRUFHPHQW

���� 5ROHV�DQG�UHVSRQVLELOLWLHV���5HVSRQVLELOLW\�IRU�WKH�HQIRUFHPHQW�RI�GULQNLQJ�ZDWHU�VDIHW\�LV
FOHDUO\�VHW�RXW�LQ�OHJLVODWLRQ�DQG�UHJXODWLRQV��DV�ZHOO�DV�LQ�SROLF\�GLUHFWLYHV�DQG�JXLGHOLQHV�LVVXHG
E\�WKH�'HSDUWPHQW�WR�VWDII���'RFXPHQWHG�UROHV�DQG�UHVSRQVLELOLWLHV�DUH�FRQVLVWHQW�ZLWK�UHOHYDQW
OHJLVODWLRQ�DQG�DSSURSULDWHO\�UHIHUHQFHG�WR�WKH�(QYLURQPHQW�$FW�DQG�5HJXODWLRQV���3ROLFLHV�DQG
JXLGHOLQHV�DUH� LVVXHG� WR�VWDII�DV�GHYHORSHG��DQG�WKH�'HSDUWPHQW� LV� ILQDOL]LQJ�DQ� LQYHVWLJDWLRQ
UHIHUHQFH�PDQXDO�IRU�LQVSHFWRUV��

���� (QIRUFHPHQW�SURFHGXUHV���7KH�'HSDUWPHQW·V�RSHUDWLRQDO�EXOOHWLQ�RQ�ODZ�HQIRUFHPHQW�VHWV
RXW� WKH� SDUDPHWHUV� IRU� HQIRUFHPHQW� DFWLRQV�� �$OWKRXJK�SULPDU\�DXWKRULW\� IRU� HQIRUFHPHQW� LV
GHULYHG�IURP�WKH�(QYLURQPHQW�$FW��LQVSHFWRUV�DUH�DOVR�DSSRLQWHG�DV�VSHFLDO�FRQVWDEOHV�XQGHU�WKH
3ROLFH�$FW���:KHUH�WKHUH�KDV�EHHQ�D�EUHDFK�RI�OHJLVODWLRQ�RU�UHJXODWLRQV�FRQFHUQLQJ�GULQNLQJ�ZDWHU
VDIHW\��D�ZDUQLQJ�RU�VXPPDU\�RIIHQFH�WLFNHW�FDQ�EH�LVVXHG��D�0LQLVWHULDO�RUGHU�FDQ�EH�LVVXHG�WR
VWRS��SUHYHQW�RU�UHTXLUH�FHUWDLQ�DFWLRQV��RU�SURVHFXWLRQ�FDQ�EH�SXUVXHG�

���� 7KH�GHFLVLRQ�WR�WDNH�HQIRUFHPHQW�DFWLRQ�EHJLQV�ZLWK�WKH�LQVSHFWRU���7KH�LQVSHFWRU�FRQVLGHUV
D� QXPEHU�RI� IDFWRUV�� VXFK� DV� WKH� VHULRXVQHVV� RI� WKH� YLRODWLRQ�� WKH� FRPSOLDQFH�KLVWRU\�RI� WKH
RSHUDWRU�DQG�WKH�W\SH�RI�HQIRUFHPHQW�ZKLFK�ZLOO�EH�PRVW�HIIHFWLYH���7KH�GHFLVLRQ�WR�SXUVXH�D
0LQLVWHULDO�RUGHU�RU�SURVHFXWH�UHTXLUHV�LQYROYHPHQW�RI�'HSDUWPHQW�PDQDJHPHQW���,I�D�GHFLVLRQ
LV� PDGH� WR� SURVHFXWH�� VXIILFLHQW� HYLGHQFH� PXVW� EH� JDWKHUHG� DQG� GLVFXVVHG� ZLWK� D� &URZQ
SURVHFXWRU��

���� 7KH�'HSDUWPHQW�UHFHQWO\�DFTXLUHG�WKH�DELOLW\�WR�LVVXH�VXPPDU\�RIIHQFH�WLFNHWV�IRU�RIIHQFHV
UHODWLQJ�WR�SXEOLF�GULQNLQJ�ZDWHU���,W�DOUHDG\�KDG�WKLV�DELOLW\�IRU�FHUWDLQ�RWKHU�YLRODWLRQV�RI�WKH
(QYLURQPHQW�$FW�DQG�5HJXODWLRQV���)LQHV�IRU�QRQ�FRPSOLDQFH�DUH�JHQHUDOO\������SHU�LQIUDFWLRQ�

���� $W� WKH� WLPH�RI� RXU� DXGLW�� WKH�'HSDUWPHQW�ZDV� FKDQJLQJ� WKH� UROH� DQG� HPSKDVLV� RI� LWV
LQVSHFWRUV�ZLWK� UHJDUG� WR� HQIRUFHPHQW�� �3UHYLRXVO\�� LQVSHFWRUV�SHUIRUPHG�D�QXPEHU�RI� UROHV
LQFOXGLQJ� FRQVXOWDWLRQ�� HGXFDWLRQ�� LQVSHFWLRQ�� VDPSOLQJ� DQG� HQIRUFHPHQW�� �:LWK� VXFK� YDULHG
UHVSRQVLELOLWLHV�� WKHUH� ZDV� OHVV� HPSKDVLV� RQ� HQIRUFHPHQW�� � 7KLV� DSSURDFK� ZDV� QRW� DOZD\V
DSSURSULDWH�ZKHQ�HQIRUFHPHQW�DFWLRQ�ZDV�UHTXLUHG���3ULRU�LQVSHFWRU�DVVLVWDQFH�LQ�WKH�IRUP�RI
FRQVXOWDWLRQ�FRXOG�ODWHU�OHDG�WR�GLIILFXOWLHV�REWDLQLQJ�VXIILFLHQW�HYLGHQFH�IRU�SURVHFXWLRQ�

���� 7KH�QHZ�DSSURDFK�HPSKDVL]HV�PRQLWRULQJ�DQG�FRPSOLDQFH���6LWH�YLVLWV�DUH�FDUULHG�RXW�RQO\
LQ�WKH�FRXUVH�RI�DQ�LQVSHFWLRQ�RU�DXGLW���,I�WKH�LQVSHFWLRQ�RU�DXGLW�LQGLFDWHV�WKHUH�DUH�QR�FRPSOLDQFH
YLRODWLRQV�� WKH� DVVLJQPHQW� LV� FRPSOHWH�� �7KH� LQVSHFWRU� LV� QRW� WKHUH� IRU� FRQVXOWDWLRQ�RU� RWKHU
VHUYLFHV���,I�D�FRPSOLDQFH�YLRODWLRQ�LV�QRWHG��WKH�LQVSHFWRU�GRFXPHQWV�WKH�YLRODWLRQ�DQG�REWDLQV
HYLGHQFH�

���� 0DQDJLQJ�ZRUNORDGV���7KH�'HSDUWPHQW�KDV�LQLWLDWHG�D�IRUPDO�VWDWXV�UHSRUWLQJ�SURFHVV�
,QVSHFWRUV�FRPSOHWH�D�ZHHNO\�VWDWXV�UHSRUW�LQ�FDVHV�ZKHUH�DQ�HQIRUFHPHQW�DFWLRQ�KDV�RFFXUUHG�RU
WKHUH�DUH�RWKHU�VLJQLILFDQW�LVVXHV���7KH�UHSRUWV�DUH�UHYLHZHG�E\�PDQDJHUV��FRPSLOHG�DQG�IRUZDUGHG
PRQWKO\�WR�KHDG�RIILFH�IRU�LQIRUPDWLRQ�SXUSRVHV�
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���� 7KH�'HSDUWPHQW�PDLQWDLQV�D�GDWDEDVH�LQFOXGLQJ�D�PRGXOH�IRU�HQYLURQPHQWDO�UHJLVWUDWLRQ
DQG�DSSURYDOV�LQIRUPDWLRQ���7KH�GDWDEDVH�DOVR�UHFRUGV�HQIRUFHPHQW�LQIRUPDWLRQ�VXFK�DV�WKH�QDPH
RI�WKH�RIIHQGHU��ORFDWLRQ��W\SH�RI�YLRODWLRQ��VWDWXV��FDVH�RXWFRPH�DQG�ILQHV�OHYLHG���:H�FRQFOXGHG
WKDW�DSSURSULDWH�GDWD�LV�EHLQJ�FDSWXUHG�E\�WKH�V\VWHP��EXW�WKH�V\VWHP�GRHV�QRW�KDYH�WKH�DELOLW\�WR
JHQHUDWH�FRPSOHWH��FRPSUHKHQVLYH�VWDWXV�UHSRUWV�RQ�HQIRUFHPHQW�DFWLYLWLHV�E\�\HDU��E\�UHJLRQ�RU
E\�W\SH�RI�DFWLRQ���

5HFRPPHQGDWLRQ����

:H�UHFRPPHQG�WKDW�WKH�'HSDUWPHQW�XSJUDGH�WKH�UHSRUWLQJ�IXQFWLRQ�RI�LWV
HQYLURQPHQWDO�UHJLVWUDWLRQ�DQG�DSSURYDOV�V\VWHP�VR�WKDW�LW�FDQ�SURYLGH
DOO� RI� WKH� W\SHV� RI� LQIRUPDWLRQ� KHOSIXO� IRU� PRQLWRULQJ� HQIRUFHPHQW
DFWLYLWLHV�

���� $SSHDOV���6SHFLILF�DSSHDO�SURFHGXUHV�DUH�SURYLGHG�LQ�WKH�(QYLURQPHQW�$FW���$�GHFLVLRQ�RU
RUGHU�IURP�'HSDUWPHQW�VWDII�FDQ�EH�DSSHDOHG�WR�WKH�0LQLVWHU�RI�(QYLURQPHQW�DQG�/DERXU�E\�QRWLFH
LQ�ZULWLQJ���2WKHU�DSSHDOV�DUH�PDGH�GLUHFWO\�WR�WKH�6XSUHPH�&RXUW�RI�1RYD�6FRWLD�

&21&/8',1*�5(0$5.6

���� 7KH�'HSDUWPHQW�KDV�JRRG�SURFHVVHV�IRU�GHYHORSLQJ�DQG�SURPXOJDWLQJ�VWDQGDUGV�IRU�VDIH
GULQNLQJ�ZDWHU�DQG�HQVXULQJ�DSSURSULDWH�TXDOLILFDWLRQV�IRU�LQGLYLGXDOV�ZLWK�UHVSRQVLELOLWLHV�UHODWLQJ
WR�VDIH�GULQNLQJ�ZDWHU�

���� 7KHUH�KDYH�EHHQ�QR�DXGLWV�RI�UHJLVWHUHG�ZDWHU�VXSSOLHV�WR�GDWH�DQG�DXGLWV�RI�PXQLFLSDO
ZDWHU�VXSSOLHV�KDYH�QRW�EHHQ�FRPSUHKHQVLYH�GXULQJ�WKH�ODVW�WZR�\HDUV���7KH�'HSDUWPHQW�KDV
VXLWDEOH�SODQV�IRU�LPSURYLQJ�LWV�PRQLWRULQJ�DQG�DXGLW�RI�PXQLFLSDO�ZDWHU�VXSSOLHV��EXW�QHHGV�WR
SXW�PRUH�HIIRUW�LQWR�SODQQLQJ�IRU�WKH�PRQLWRULQJ�DQG�DXGLWLQJ�RI�UHJLVWHUHG�ZDWHU�VXSSOLHV��

���� 7KH�'HSDUWPHQW�KDV�VDWLVIDFWRU\�V\VWHPV�IRU�SXUVXLQJ�LQIUDFWLRQV�RI�3URYLQFLDO�OHJLVODWLRQ
DQG�UHJXODWLRQV�UHODWLQJ�WR�GULQNLQJ�ZDWHU�VDIHW\�
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([KLELW����

$8',7�&5,7(5,$

$XGLW�FULWHULD�DUH�UHDVRQDEOH�DQG�DWWDLQDEOH�VWDQGDUGV�RI�SHUIRUPDQFH�DQG�FRQWURO��DJDLQVW�ZKLFK�WKH�DGHTXDF\�RI
V\VWHPV�DQG�SUDFWLFHV�FDQ�EH�DVVHVVHG���7KH\�UHODWH�WR�WKH�DXGLW�REMHFWLYHV�GHYHORSHG�IRU�DQ�DVVLJQPHQW�DQG�DUH�XVHG
WR�GHVLJQ�GHWDLOHG�WHVWV�DQG�SURFHGXUHV�

7KH�IROORZLQJ�FULWHULD�ZHUH�XVHG�LQ�RXU�DXGLW�RI�WKH�1RYD�6FRWLD�GULQNLQJ�ZDWHU�VDIHW\�V\VWHP�

6WDQGDUGV�DQG�TXDOLILFDWLRQV���7KHUH�VKRXOG�EH�VXIILFLHQW�NQRZOHGJH�WR�GHWHUPLQH�ZKHUH�GULQNLQJ�ZDWHU
VDIHW\�VWDQGDUGV�DUH�LQ�QHHG�RI�GHYHORSPHQW�RU�FKDQJH���7KHUH�VKRXOG�EH�V\VWHPV�DQG�SURFHGXUHV�LQ�SODFH
WR�GHYHORS�DSSURSULDWH�VDIHW\�VWDQGDUGV�RQ�D�WLPHO\�EDVLV���7KHUH�VKRXOG�EH�RQJRLQJ�SXEOLF�HGXFDWLRQ�DQG
SURPRWLRQ�RI�VDIHW\�VWDQGDUGV���3HUVRQQHO�VKRXOG�KDYH�DSSURSULDWH�HGXFDWLRQ�DQG�TXDOLILFDWLRQV�WR�DGPLQLVWHU
WKH� ODZV� IRU� ZKLFK� WKH\� DUH� UHVSRQVLEOH�� � &KDQJHV� WR� OHJLVODWLRQ�� UHJXODWLRQV� DQG� SROLFLHV� VKRXOG� EH
FRPPXQLFDWHG�WR�SHUVRQQHO�RQ�D� WLPHO\�EDVLV�� �7KHUH�VKRXOG�EH�D�SURFHVV� WR�HQVXUH�SHUVRQQHO�UHFHLYH
RQJRLQJ�WUDLQLQJ�LQ�GULQNLQJ�ZDWHU�VDIHW\�VWDQGDUGV�DQG�WHFKQRORJLHV�DQG�RWKHU�UHOHYDQW�DUHDV�

&RPSOLDQFH�ZLWK�OHJLVODWLRQ���7KHUH�VKRXOG�EH�FRPSOLDQFH�ZLWK�DSSOLFDEOH�SURYLVLRQV�RI�3URYLQFLDO�GULQNLQJ
ZDWHU�VDIHW\� OHJLVODWLRQ�DQG�UHJXODWLRQV���3ROLFLHV�VKRXOG�EH�FRQVLVWHQW�ZLWK�OHJLVODWLRQ�DQG�UHJXODWLRQV�
7KHUH�VKRXOG�EH�D�SURFHVV�ZKLFK�HQDEOHV�PDQDJHPHQW�WR�NQRZ�ZKHWKHU�RU�QRW�NH\�SURYLVLRQV�RI�OHJLVODWLRQ
DQG�UHJXODWLRQV�DUH�EHLQJ�FRPSOLHG�ZLWK���7KHUH�VKRXOG�EH�D�V\VWHP�WR�HQVXUH�WKDW�PRQLWRULQJ��LQVSHFWLRQV
DQG�RWKHU�DFWLYLWLHV�DUH�FDUULHG�RXW�RQ�D�UHJXODU�DQG�WLPHO\�EDVLV���7KHUH�VKRXOG�EH�D�V\VWHP�WR�IROORZ�XS�RQ
WKH�LPSOHPHQWDWLRQ�RI�LQVSHFWLRQ�UHFRPPHQGDWLRQV�

(QIRUFHPHQW�RI�WKH�$FW�DQG�5HJXODWLRQV���7KHUH�VKRXOG�EH�D�V\VWHP�WR�HQVXUH�3URYLQFLDO�OHJLVODWLRQ�DQG
UHJXODWLRQV�DUH�DSSURSULDWHO\�HQIRUFHG���$XWKRULWLHV��UROHV�DQG�UHVSRQVLELOLW\�IRU�HQIRUFHPHQW�RI�OHJLVODWLRQ
DQG�UHJXODWLRQV�VKRXOG�EH�FOHDU�
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��(PHUJHQF\�6SLOO�5HJXODWLRQV

��(QYLURQPHQWDO�$VVHVVPHQW�5HJXODWLRQV

��2Q�VLWH�6HZDJH�'LVSRVDO�6\VWHPV�5HJXODWLRQV

��3HVWLFLGH�5HJXODWLRQV

��3HWUROHXP�0DQDJHPHQW�5HJXODWLRQV

��6XOSKLGH�%HDULQJ�0DWHULDO�'LVSRVDO�5HJXODWLRQV�

��'DQJHURXV�*RRGV�0DQDJHPHQW�5HJXODWLRQV

��6ROLG�:DVWH�5HVRXUFH�0DQDJHPHQW�5HJXODWLRQV

:DWHU�5HVRXUFHV�3URWHFWLRQ�$FW

+HDOWK�$FW

0XQLFLSDO�*RYHUQPHQW�$FW

��6WDWHPHQWV�RI�3URYLQFLDO�,QWHUHVW
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)HFDO�&ROLIRUPV ��SHU�����PO QRW�GHWHFWHG ��SHU�����PO ��� ��SHU�����PO

7RWDO�&ROLIRUPV ��SHU�����PO���� ��� ��SHU�����PO ��� ��SHU�����PO

&KHPLFDOV

$QWLPRQ\ ������PJ�O ������PJ�O ������PJ�O ������PJ�O �����PJ�O

$UVHQLF ������PJ�O ������PJ�O �����PJ�O �����PJ�O �����PJ�O

%RURQ ��PJ�O � ��PJ�O ����PJ�O ��PJ�O

)OXRULGH ����PJ�O ����PJ�O ����PJ�O ����PJ�O ����PJ�O

1LWUDWH ���PJ�O ���PJ�O ���PJ�O ���PJ�O ���PJ�O

6HOHQLXP �����PJ�O �����PJ�O �����PJ�O �����PJ�O �����PJ�O

0HWDOV

$OXPLQXP ����WR�����PJ�O

���

�����WR����

PJ�O�E

����PJ�O �����PJ�O ����PJ�O

%DULXP ��PJ�O ��PJ�O � ����PJ�O ��PJ�O

&DGPLXP ������PJ�O ������PJ�O ������PJ�O ������PJ�O ������PJ�O

&KURPLXP �����PJ�O ����PJ�O �����PJ�O �����PJ�O �����PJ�O

&RSSHU �����PJ�O 77���� ��PJ�O ��PJ�O ��PJ�O

,URQ �����PJ�O�D ����PJ�O�E ����PJ�O ����PJ�O ����PJ�O

/HDG �����PJ�O 77���� �����PJ�O �����PJ�O �����PJ�O

0DQJDQHVH ������PJ�O�D �����PJ�O�E �����PJ�O �����PJ�O �����PJ�O

8UDQLXP �����PJ�O ���XJ�O � ������PJ�O �

=LQF ���PJ�O�D ��PJ�O�E � ��PJ�O ��PJ�O
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E
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VDPSOHV�EDVHG�RQ�D�PLQLPXP�RI����VDPSOHV�VKRXOG�VKRZ�WKH�SUHVHQFH�RI�FROLIRUP�RUJDQLVPV
���� 1R�PRUH�WKDQ����VDPSOHV�WRWDO�FROLIRUP�SRVLWLYH�LQ�D�PRQWK
���� $FFHSWDEOH�WR�FRQVXPHUV�DQG�QR�DEQRUPDO�FKDQJH
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���� /HDG�DQG�FRSSHU�DUH�UHJXODWHG�E\�D�WUHDWPHQW�WHFKQLTXH�WKDW�UHTXLUHV�V\VWHPV�WR�FRQWURO�WKH�FRUURVLYHQHVV

RI�WKHLU�ZDWHU���,I�PRUH�WKDQ�����RI�WDS�ZDWHU�VDPSOHV�H[FHHG�WKH�DFWLRQ�OHYHO��ZDWHU�V\VWHPV�PXVW�WDNH
DGGLWLRQDO�VWHSV���)RU�FRSSHU��WKH�DFWLRQ�OHYHO�LV�����PJ�O��DQG�IRU�OHDG�LV�������PJ�O

���� 1R�KHDOWK�EDVHG�JXLGHOLQHV�VHW��RSHUDWLRQDO�JXLGDQFH�YDOXHV�RQO\

D� $HVWKHWLF�REMHFWLYH
E� 86�VHFRQGDU\�GULQNLQJ�ZDWHU�UHJXODWLRQ�WKDW�LV�D�QRQ�HQIRUFHDEOH�IHGHUDO�JXLGHOLQH�UHJDUGLQJ�FRVPHWLF�RU

DHVWKHWLF�HIIHFWV
F�� :+2�VWDQGDUGV�DUH�JXLGHOLQHV�DQG�QRW�HQIRUFHG
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)78� )RUPD]LQ�7XUELGLW\�8QLWV
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7KH�WDEOH�FRPSDUHV�WKH�GULQNLQJ�ZDWHU�TXDOLW\�VWDQGDUGV�VHW�RXW�LQ�

� *XLGHOLQHV�IRU�&DQDGLDQ�'ULQNLQJ�:DWHU�4XDOLW\���$SULO�����
� 8QLWHG�6WDWHV�(QYLURQPHQW�3URWHFWLRQ�$JHQF\��86�(3$��'ULQNLQJ�:DWHU�6WDQGDUGV�DQG�+HDOWK�$GYLVRULHV��

-XO\�����
� (XURSHDQ� 8QLRQ� �(8�� &RXQFLO� 'LUHFWLYH� RQ� WKH� 4XDOLW\� RI� :DWHU� ,QWHQGHG� IRU� +XPDQ� &RQVXPSWLRQ

�������(&��������
� :RUOG�+HDOWK�2UJDQL]DWLRQ��:+2��*XLGHOLQHV�IRU�'ULQNLQJ�:DWHU�4XDOLW\�����
� 8QLWHG�.LQJGRP��8.��7KH�:DWHU�6XSSO\��:DWHU�4XDOLW\��5HJXODWLRQV�������DV�DPHQGHG�WR������
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��� )HFDO�FRQWDPLQDWLRQ�RI�GULQNLQJ�ZDWHU�HYLGHQFHG�E\�IHFDO�FROLIRUP�SRVLWLYH�VDPSOHV�

��� 6XVSHFWHG�FURVV�FRQQHFWLRQ�RU�QHJDWLYH�SUHVVXUH�
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General Comments

The Department recognizes the audit findings that show there are good provincial processes in place
for drinking water systems including: developing and promulgating standards; certifying operators;
inspecting and monitoring activities; and enforcing compliance with the legislative framework.
Nova Scotia’s record of continuous improvement in water quality protection is reflected in these
findings. 

The Department acknowledges the three recommendations of the auditor’s report for improving
drinking water safety even further: 

We recommend that the Department develop audit procedures and forms, study resource issues,
establish coordination mechanisms, and implement quality control standards for the audit of
registered water supplies.  (Recommendation 5.1)

We recommend that Departmental requirements for the documentation and follow up of boil water
advisories be complied with.  (Recommendation 5.2)

We recommend that the Department upgrade the reporting function of its environmental registration
and approvals system so it can provide all of the types of information helpful for monitoring
enforcement activities.  (Recommendation 5.3)

Initiatives are already underway to address the issues reflected in the recommendations, from
inspection checklists to auditing systems to documentation procedures.  We provide the following
information and updates on the issues raised as a result of the broad scope audit.

Standards and Qualifications

5.20
The Sierra Legal Defense Fund publication Waterproof: Canada’s Drinking Water Report Card was
critical of the Guidelines for Canadian Drinking Water Quality not including all of the substances
in the American Safe Drinking Water Act.  However, as the auditor indicates in 5.21, the Canadian
standards are appropriately rigorous without the inclusion of substances that are an issue in the
United States, but not found or used to the same extent in this country. 

Canada and the United States basically work with the same data set of health-related information,
but develop guidelines or standards that are slightly different.  The Guidelines for Canadian
Drinking Water Quality (GCDWQ) provide limits for twenty-one substances that the US
Environmental Protection Agency and the World Health Organization do not include.  The GCDWQ
also have a much more extensive list of parameters than most other countries for radioactive
parameters.

5.6 (second bullet) and 5.25 
Draft guidelines for trucks collecting, transporting and discharging water for domestic consumption
have been developed, but are not yet approved and issued.  Guidelines are a priority item, and are
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on the agenda for the first meeting of the Inter-Departmental Drinking Water Management
Committee (established under the new Drinking Water Strategy for Nova Scotia). 

5.27
Public reporting by public water supply owners is not mandatory, as in Ontario or the United States,
but is generally available to members of the public.  In addition, the Department sent a letter in
August of 2001 urging municipal utilities to adopt policies on sharing water quality related data.
A policy and position statement from the Canadian Water and Wastewater Association was
provided, which advocated the sharing of water quality related data through annual reports.
Several utilities are providing this information to their customers, thereby showing themselves to
be open and accountable for their actions.

5.30
Staffing levels have been increased to address the requirements of the departmental drinking water
program. The Department has five hydrogeologists, and expects to hire two more by the end of 2002.
Also, as indicated in A Drinking Water Strategy for Nova Scotia, the Department has recently hired
two watershed planners, a drinking water supervisor, a water monitoring technician, a water
treatment facilities specialist, a facilities engineer, a GIS/Database Management Specialist.  Four
inspectors were also hired in the fall of 2001. 

5.35
The certification process for most of the public laboratories at hospitals that conduct bacteriological
analyses of water samples has been delayed.  However, the Department is committed to working
with the hospital laboratories to achieve certification, as they provide good public access, have
years of experience, and are still responsible to notify the Department of any positive test results.
The Department and hospital  laboratories will work cooperatively to complete the certification
process in 2003. 

5.38
Continued training for water system operators is not mandatory at this time. However, as indicated
by the auditor, revised Department standards have been drafted which will require re-certification
of operators every three years.  Municipalities are cooperating to achieve operator training
standards.  Implementation of the new standards will be coordinated with the establishment of new
or updated approvals for municipal water systems (as described by the auditor in 5.44).

Compliance

5.45
Municipal water supply operator classifications must match their facility classifications. As
indicated by the auditor, municipalities have been asked to address known deficiencies in operator
certification levels. As new or updated approvals for municipal water systems are established
(described in 5.44), the Department will confirm appropriate operator classifications requirements
are met. 

5.6 (bullet 4) and 5.47
The target date for registration of all non-municipal public drinking water supplies was October
2002. This target date was a reasonable estimate as the total number of supplies was unknown.
During the past two years, department staff have worked with groups to identify and register public
drinking water supplies.  As of 5 November 2002, 1512 public drinking water supplies have been
registered, representing eighty-four percent of the estimated 1800 public supplies. 
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As most public drinking water supplies have now been identified and registered, regional staff are
moving from a voluntary compliance phase into the mandatory compliance phase.  Enforcement
tools such as Summary Offence Tickets, Long Form Informations, or Ministerial Orders will be
issued to enforce registration requirements of the Water and Wastewater Facility Regulations. 

5.6 (bullet 5), 5.51 and 5.56
An audit is a comprehensive evaluation of a regulated facility to determine if the entire operation
is in compliance over an extended period of time with terms, conditions and regulatory standards
prescribed in an approval or departmental legislation.  The Department consciously allocated
resources to the registration of public drinking water supplies, and the immediate inspections
generated with the initiation of the registration process.  The auditing function of the department
begins after the initial phases of registration and inspection.  The details of that process, which will
include risk assessment evaluations, are under development and will be implemented in 2003.

5.6 (bullet 6), 5.52, 5.62 and 5.63
Of sixty municipal water supplies reviewed by the auditor, fifty-six were audited twice in 2001.  A
misinterpretation by staff of the new procedure led to four facilities receiving one audit.  In 2002,
all municipal water systems were audited twice. 

Continuous improvements to file tracking, boil water advisory procedures, and  periodic audits will
occur. The Department has established a file tracking policy.  Staff are currently evaluating file
tracking systems in three of  four regions within the province to track complaints, inquiries and
investigations.  The most suitable tracking system will be chosen and used in all regions as per the
monitoring commitment in the Drinking Water Strategy.  In addition, four positions for compliance
staff will be established by June 2003.  These inspectors will be assigned to each of the regional
offices to coordinate the tracking of files. 

In addition, supporting information technology will enhance compliance tracking.  The departmental
Environmental Information Management Access System (EIMAS) is used to record and track
approvals for activities and facilities such as municipal water treatment plants.  As this
computerized system becomes fully operational in all regions, auditing and enforcement actions are
easier to schedule and monitor. 

5.53 and 5.54
Forms and procedures used for municipal water system audits  have been revised as indicated by
the auditor in 5.54.  In addition, a departmental risk assessment process is underway which
evaluates systems based on categories such as watershed protection levels, discharges, treatment
levels, monitoring frequencies, and compliance records.  Risk assessments are used to determine the
appropriate comprehensiveness of audits.

5.55
Consistency of file organization and maintenance will improve under the new file tracking policy
and system (see 5.52).  A review of documentation quality is built into the file tracking systems under
evaluation.  Files assigned to each inspector will be reviewed by supervisors on a short-term
periodic basis to facilitate handling in a timely manner.
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5.6 (bullet 5), 5.57 and 5.58
The Department is investigating options for auditing a sample of all registered supplies annually
in coordination with other government departments.

Provincial food safety inspectors do, and will continue to, check that a food service establishment
with its own water supply has registered and is testing its supply each year.  We are piloting an
operational agreement to ensure that the Department is informed of annual water tests.  In addition,
the Department has worked with tourism department staff regarding public drinking water supplies
associated with tourism establishments.  In the course of their duties, tourism staff will identify any
establishments which have not completed water tests and inform environmental inspectors. 

With the release of the Drinking Water Strategy in October 2002, an interdepartmental committee
on drinking water has been established.  This committee has the mandate to coordinate
governmental activities on drinking water.  The issues identified by the auditor will be addressed
in 2003.

Enforcement

5.73
The departmental Environmental Information Management Access System (EIMAS) is used to record
and track approvals for activities and facilities such as municipal water treatment plants. As all
regional staff become fully versed in this computerized system, auditing and enforcement actions are
easier to schedule and monitor. The system has the capability to provide comprehensive summary
reports. Once enhanced staff training is completed over the coming months, staff will be able to
produce reports consistent with the auditor’s recommendations. 


