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10.

HEALTH - 
HOME CARE NOVA SCOTIA

BACKGROUND

10.1 The Department of Health has a concept of continuing care based on an integrated system
of health, social and personal services intended to support the health and well-being of individuals
with an identified need.  Home care services are part of this integrated system.

10.2 Home Care Nova Scotia (HCNS) has been in operation since June 1, 1995.  Its mission is to
“deliver an array of services to assist Nova Scotians of all ages who have assessed unmet needs in
order that they can achieve and maintain maximum independence while living in their own homes
and communities.”  This array of services is planned to include chronic, acute, palliative,
rehabilitative, self-managed, pediatric and extraordinary assistance home care.

10.3 At the present time, only chronic and acute home care services are provided to all Nova
Scotians.  Chronic home care is for clients who are convalescing, chronically ill or disabled.  The
program has stated maximum limits for services to be provided.  Chronic home care clients are
generally entitled to a maximum of $2,200 per month for combined cost of services and medical
supplies.  Acute home care is for individuals with acute episodic illnesses who may be treated safely
and effectively within the home.  Clients are generally entitled to a maximum combined cost of
$4,000 per month, or $2,000 for the first 15 days for services and medical supplies.  A palliative care
pilot project is currently operating in northern areas of the Province.

10.4 The majority of all the nursing, home support and home oxygen services for Home Care
Nova Scotia’s programs are delivered by service provider agencies.  In certain parts of the Province
where third-party service providers are not available, services are provided directly by HCNS staff.
The Victorian Order of Nurses (VON) is the major supplier of third-party nursing services in the
Province, while home support services are provided by a variety of home support agencies, including
the VON.  With the exception of home oxygen service providers, all of these service provider
agencies are not-for-profit organizations.

10.5 There are various agreements between the Department and third-party service providers.  The
VON contract requires the Province to pay for nursing services on a fee-for-service basis.  Home
support agencies are funded by the Department on the basis of a line-by-line budget.  User fees
collected by agencies for home support services provided to HCNS are netted against agency
budgets.  Clients are not charged for nursing services.

10.6 The integrated system of health, social and personal services includes programs other than
home care.  These programs - residential care facilities, community residences, small options homes,
adult protection services, administration of the in-home support program and the Senior Citizens’
Secretariat - were transferred from the Department of Community Services to the Department of
Health to facilitate the delivery of this integrated continuing care system.

10.7 With this shift in delivery of programs, the Department of Health has undergone numerous
organizational changes since our last audit in 1996.  Staff are no longer dedicated solely to Home
Care.  Home Care operations are provided by Continuing Care staff who are also responsible for
other programs which form part of the integrated system of health, social and personal services.
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10.8 The government committed to introduce a process of Single-Entry Coordinated Access
(SEA) to home care and long-term care services.  This involves the development of a single entry
process which includes intake, assessment, placement and case management.  The process is
intended to ensure appropriate and timely access and placement for Nova Scotians who need these
services, matching assessed needs to the most appropriate service.  The Department of Health
established SEA test sites in October 2000 in two District Health Authorities (DHAs) and rolled out
SEA Province-wide in the first quarter of 2002-03.

10.9 Home care program expenditures relating to client services have almost doubled in the past
five years (see Exhibit 10.1).  During the same time period, caseloads continued to grow at a
significant rate as well (see Exhibit 10.2).  In addition to the increase in overall patient numbers, the
percentage of acute care patients has also been increasing, from 7% in 1996-97 to 19% in 2000-01
(see Exhibit 10.2).  Year-end statistics for 2000-01 show costs of over $81 million for a caseload of
over 25,000 clients.  The primary costs include services for nursing care, home support services and
home oxygen supply (see Exhibit 10.3).  

10.10 There is no single piece of legislation covering home care or continuing care.  The Co-
ordinated Home Care Act and Homemakers’ Services Act are over 12 years old and are no longer
relevant because of program changes.  New legislation, a Continuing Care Act, is being planned.

10.11 Our audit was conducted during the period from September 2001 to May 2002.  Home Care
Nova Scotia was last audited by our Office in 1996.  A number of recommendations flowed from
that audit and an update on the status has been included in the scope of our current audit (see
paragraph 10.51).

RESULTS IN BRIEF

10.12 The following are the principal observations from this audit.

� Home Care Nova Scotia’s costs have increased dramatically over the past five years.
To understand these cost increases, it is important for DOH to monitor costs and
develop formal explanations for statistical and financial variances from prior year and
current year expectations.  We recommend improvements to this process.

� To enhance the accountability relationship with contracted service providers, specific
performance targets should be documented in service provider contracts and an
assessment of performance against these targets should be made prior to contract
renewal.

� The Department is conducting some audits of agencies but the target of auditing each
agency annually is not being met.  We have suggested that the scope of audits be
enhanced to include the user fee collection process.

� The contract rates currently being paid to the VON for nursing services are based on
1996 levels and have been recognized by Department management to be insufficient.
Year-end reconciliations to adjust funding to the VON’s actual costs add a level of
complexity to the funding arrangement that could be avoided.  The Department
should establish an updated rate for nursing services which would facilitate the
budgeting and forecasting of these costs.

� The Department of Health has not used a competitive procurement process to acquire
nursing and home support services for this program.  Although the Deputy Minister
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has the authority to approve alternative procurement processes under the Government
Procurement Policy, an exemption has not been documented and reported as
required.  We recommend that the Department comply with the Policy.

� The Department attempted to rationalize home support agency funding with the
development of new funding guidelines for 2001-02.  These new funding guidelines
are a significant step forward in attempting to provide funding on a consistent basis
for all agencies.  We recommend that, in conjunction with implementation of the
guidelines, the Department review and assess existing controls to ensure that services
paid for are valid and authorized by HCNS,  and that deficits funded are attributable
only to HCNS work, and not a result of poor management practices by the agencies.

� We recommend the Department prepare strategic and operational plans for Home
Care Nova Scotia to ensure a common understanding of the program’s future
direction, and serve as a guide for program management.  

AUDIT SCOPE

10.13 The objectives of this assignment were to:

- review and assess the:

- external accountability relationship between the Department of Health/Home
Care Nova Scotia and contracted service providers; and

 
- internal relationships within the Department of Health and Home Care Nova

Scotia;

- determine whether controls, systems, policies and practices in the areas of
procurement of services and products, service delivery and user fees provide for
compliance with policies, and due regard for economy and efficiency; and

- review the status and applicability of the recommendations from our 1996 audit of
the program.

10.14 The audit criteria were taken from recognized sources including the Canadian Council on
Health Services Accreditation’s Standards for Comprehensive Health Services; the Office of the
Auditor General of Canada’s Financial Management Capability Model; the Canadian Institute of
Chartered Accountants Criteria of Control Board’s Guidance on Control; the Organization of
Economic and Cultural Development’s Best Practice for Charging for Government Services; and
Home Care Nova Scotia’s Standards for Quality Service Edition 3 and Policy and Procedure
Manual.

10.15 The general criteria used in our review are summarized as follows.

� There should be formal contracts with service provider agencies and a protocol for
reviewing and signing contracts.

� Service provider arrangements should be in accordance with government
procurement policies.
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� The contracted agency should provide client services as set out in the Policy and
Procedure Manual.

� There should be a clear, documented rationale for the client fee rates chosen and the
full cost of the program should be determined.  Fees should be collected in an
economic and efficient manner. 

PRINCIPAL FINDINGS

Planning

10.16 The Department rolled out the Single Entry Coordinated Access (SEA) system Province-wide
in 2002-03.  Both the clinical performance indicators captured through SEA, and cost and service
level information recently introduced for annual financial planning and monitoring are expected to
provide input to future strategic planning.  Current Branch management  recognize the need for
adequate strategic planning to better manage the program and comply with the Federal-Provincial
initiative on reporting of health performance indicators.   According to HCNS management, factors
contributing to the lack of strategic planning include Departmental reorganizations, restructuring of
Branch management, explosive program growth, information systems and administrative staff
resource levels. 

10.17 The program does not have documented strategic or operational plans.  An adequate planning
framework would include longer-range strategic planning and annual operational plans which would
set out the actions required in the short term to achieve the long-term plan.  

10.18 The deficiency in planning for Home Care Nova Scotia was discussed in paragraph 3.73 of
the 2001 Report of the Auditor General.  The 2001 Report indicated that, when developing the 2001-
02 budget for home care, a proposal was put forth to eliminate light housekeeping with a resulting
cost reduction of $3.5 million.  The budget was approved by government based on the assumption
of light housekeeping being eliminated.  As of November 2001, light housekeeping had not been
eliminated and the Department seemed unclear about whether there had been direction from
government to eliminate this program component. 

Recommendation 10.1

We recommend that the Department of Health prepare strategic and
operational plans for Home Care Nova Scotia to ensure a common
understanding of future direction, and to serve as a guide for HCNS
management.

Arrangements with Service Providers

10.19 VON funding arrangements - The contract under which VON Nova Scotia provides nursing
services dates back to 1994 and expired on April 1, 1996.  The per visit rates used to calculate semi-
monthly payments to the VON are still the same as the contract which expired in 1996 (RN - $41.47,
LPN - $30.66).  Each month the VON provides a summary of the number of actual RN and LPN
visits made for that particular month.  These actual visits multiplied by the old contract rates, plus
a lump sum top-up amount of $80,000, comprise the amount of the semi-monthly payment. 

10.20 The Department recognizes that the contract rates used to calculate the semi-monthly
payments do not reflect the actual costs incurred by the VON to provide the services.  Increases in
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nursing wages, acuity levels of patients, and larger territories requiring VON coverage, have caused
the contract rates to be insufficient.  Department management has advised us that, due to these
increased costs, the decision was made to fund 80% of the VON deficits after adjustments for the
cost drivers indicated above.  There does not appear to be any formal documentation defining exactly
how this deficit is to be calculated.  Department management indicated that by not funding 20% of
the VON deficits, the VON should be motivated to maintain its cost efficiency.

10.21 At the end of each fiscal year, the Department reviews financial information provided by the
VON to determine the dollar value of the VON deficit to be funded.  For the 1999-2000 fiscal year
the difference between the original contract rates and the actual costs for the VON to provide the
services was calculated to be $2.9 million.  This $2.9 million included $1.4 million for wage parity
costs, $.7 million for new territory costs in excess of the contract rates, and $.8 million for the VON
deficit, of which the Department funds 80%.  Some of this amount was advanced during the year and
the final settlement paid to the VON after netting previous payments was $240,222.  At the time of
writing this Report, the calculation of additional funding requirements for 2000-01 had not been
finalized by the Department as it had not yet received all the required financial information from the
VON.

10.22 We reviewed the process used to calculate additional VON funding.  Based on our review
of relevant documentation and discussions with Department management, the calculation appears
to be consistent with the Department’s intentions as described to us.

10.23 Although HCNS is the VON’s primary client in Nova Scotia, the various branches provide
services to clients other than HCNS.  Included in the calculation of additional funding to be provided
to the VON is an allocation of the administrative costs of the various branches between HCNS and
other clients.  The Department reviews this allocation for reasonableness using the the VON’s
audited financial statements.  Although this allocation is reviewed by the Department, funding
provided based on such an allocation introduces a level of subjectivity to the process and increases
the risk that the Department may be paying for expenditures unrelated to HCNS clients.  In addition,
extra payments to assist VON cash flow problems and adjustments to reflect negotiated settlements
make the accurate monitoring and forecasting of program expenditures more difficult.  Up-to-date
contract rates for RN and LPN visits would eliminate the need for such subjective allocations and
possibly eliminate the need for extensive reconciliations at year end. 

10.24 At the time of our 1996 audit of Home Care Nova Scotia, we understood the Department’s
plan for the Home Care Program was to devolve it to the Regional Health Boards.  At the time, the
Department was reluctant to negotiate a new contract with VON Nova Scotia which might not meet
the needs of the various Boards.  It was expected that the Home Care Program would be devolved
to the RHBs in 1999.  The explanation provided by HCNS for the current expired contract with VON
Nova Scotia is similar to the one provided in 1996.  Department management is currently working
toward devolution of the Home Care Program to the District Health Authorities, but no time line has
been established.

10.25 The monthly VON nursing visit summaries are supported by detailed invoices for each client
which include all of the procedures performed on that client for that month.  These invoices are
supplied to the Regional HCNS offices where Care Coordinators currently review every invoice to
ensure that the visits made have been authorized by HCNS.  These invoices, which number in excess
of 300,000 annually, are then sent to the Department where the number of authorized visits are
compared to the actual visits paid for the same time period to ensure that the Department is only
paying for visits that have been authorized.

10.26 We reviewed the Department’s comparison between actual visits paid and visits authorized
for the 2000-01 year.  Although the comparison indicated that there was an insignificant difference,
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the comparison did not include visits for the Halifax region for a seven-month period between
September 2000 and March 2001 (the VON claimed 31,109 RN and 34,449 LPN visits during that
time period.)  In the fall of 2001, these invoices had still not yet been received by the Department’s
Finance section.  Management has indicated that they are aware of the delays in receiving invoices
and are currently taking corrective action.  

Recommendation 10.2

We recommend that the Department of Health review the current process
for approving payment of invoices for nursing services.  The approval
process should ensure that all services paid were authorized by Care
Coordinators, and all information necessary to complete the verification
should be available on a timely basis.

10.27 When reviewing the analysis of paid visits to approved visits, our Office requested
information from HCNS staff to explain why the ratio of RN visits to LPN visits was not consistent
among the various regions.  Northern Region information provided by HCNS management indicated
that there were 10,000 more RN visits than LPN for 2000-01  (see Exhibit 10.4).  All other regions
for the same time period had more LPN visits than RN.  HCNS management provided plausible
explanations for the differences but could not provide any details supporting the explanations.
Explanations of variances are especially important because of the escalating costs of the Home Care
program.

Recommendation 10.3

We recommend that the Department of Health prepare comparisons of
Home Care Nova Scotia financial results and performance information to
expectations, standards, and prior year figures for the program as a
whole, and also among regions.  Any resulting variances should be
investigated and explained to ensure that program costs are properly
understood and managed.

10.28 Home support agency funding - Home support agencies are provided annual funding.  The
basis for funding is the prior year’s approved budget.  The prior year’s budget is adjusted for
estimated increases in service utilization (12% for 2001-02), expected user fees and an additional
adjustment to fund the prior year’s deficit or claw back any surplus funding.  As indicated in the new
home support funding guidelines (see paragraph 10.30 below) the Department intends to no longer
fund agency deficits starting in the 2002-03 year. 

10.29 Payments are made to agencies on a semi-monthly basis.  Department management has
indicated that agency deficits are funded because the Department controls the flow of new patients
into the program and the home support agencies are required to provide the volume of service at
whatever level is required.

10.30 The actual annual approved level of funding is calculated by HCNS regional staff and
approved by the Department through its budget process.  Department management has indicated that
there is very little documentation supporting the deficit calculations for the various agencies in the
past.  Due to this lack of documentation, it is difficult to determine if the deficits funded have been
calculated consistently.  Department management has indicated that it is aware of this situation and
has developed new guidelines to be used for the regions when determining funding levels.  These
new funding guidelines are designed to make funding more consistent and improve financial
information to be used in the budgeting and forecasting of program expenditures in the future.  The
Department has indicated that deficits will no longer be funded.
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10.31 Department management indicated that most of the funded home support agencies provide
services primarily to HCNS clients but there are exceptions.  Some of the agencies do provide
similar services to non-HCNS clients as well.  The risk of funding these organization’s deficits,
similar to the VON, is that a portion of the deficit funded may relate to services provided to non-
HCNS clients.  In the past the Department has required these agencies to provide financial statements
in an attempt to identify the portion of expenditures unrelated to HCNS.  Department management
has indicated that these statements were not always received on a timely basis and in some cases did
not provide adequate information regarding other sources of income and expenditures to determine
the proper allocation.  In these cases there is a real risk that some portion of the funding provided
by HCNS was not related to HCNS clients.  The new funding guidelines require that audited
financial statements be provided by July 31 of the following year. 

10.32 Traditionally the Department has required home support agencies to provide monthly reports
on operations.  This information included budget to actual comparisons for revenues and certain
expenditure categories.  The monthly reports also included operational statistics including the actual
direct hours of service for the month, year-to-date, and forecasted to year-end.  Home support
agencies are not required to provide invoices showing the actual services provided to each client to
HCNS staff for review and approval.

10.33 The Department has attempted to rationalize home support agency funding with the
development of the new funding guidelines for 2001-02.  These new funding guidelines are a
significant step in attempting to provide funding on a consistent basis for all agencies.

Recommendation 10.4

We recommend that the Department of Health, in conjunction with
implementation of its new home support agency funding guidelines, review
controls over funding to home support agencies.  The controls should be
sufficient to ensure that payments are made only for authorized services,
and that any deficits funded are not the result of poor management
practices or services unrelated to HCNS.

10.34 Service provider performance measurement - We examined a sample of service provider
contracts with the VON, home support agencies (including the funding guidelines), and home
oxygen suppliers.  All clearly indicated the responsibilities of each of the contractual partners
including the requirement to provide specific reporting of certain financial and operational
information.  Contracts also included a requirement to comply with HCNS policies, procedures and
standards of care. 

10.35 Specific performance and quality improvement expectations in respect to efficiency and
effectiveness of operations have not been established for each service provider.  We believe that the
Department, in conjunction with service providers, should establish quality and performance
expectations and that the service providers’ results against these expectations should be assessed
prior to contract renewal.  Clearly-defined performance expectations along with agency audits as
discussed in paragraph 10.41 should provide for a more complete assessment of service provider
performance. 

10.36 Compliance with Government Procurement Policy - The Department of Health has not used
a competitive process to acquire nursing and home support services for HCNS.  VON Nova Scotia
has been providing nursing services for this program since HCNS came into operation.  The contract
expired on April 1, 1996.  VON Nova Scotia continues to provide the nursing services under the
terms of the expired contract.  HCNS routinely issues renewal contracts with home support agencies
for the provision of HCNS home support services.  
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10.37 Although the Deputy Minister has the authority to approve alternative procurement processes
under the Government Procurement Policy, the exemption has not been documented and reported
as required. 

10.38 The procurement of home oxygen service providers conforms with the Government
Procurement Policy.

Recommendation 10.5

We recommend that the Department of Health review the arrangements for
acquisition of nursing and home support services for Home Care Nova
Scotia.  The Department should comply with the Government Procurement
Policy and either subject these services to a competitive process, or seek
the required approval for an exemption.  The Department should also
determine whether future contracts should be Province-wide or whether
each DHA should have responsibility for its own arrangement.  Contracts
should include clearly-defined performance expectations and require
reporting of achievement.

Standards for Quality Service to Clients

10.39 Policy and Procedure Manual - Home Care Nova Scotia maintains a Policy and Procedure
Manual which documents the main policies and procedures of the program.  It is expected that the
manual will facilitate and promote consistency in the delivery of core services across the Province
and provide a framework for the regional implementation of home care and the development of
regional procedures as the program matures.  The manual is updated as policies and procedures are
implemented or revised.

10.40 Compliance with administrative standards - We reviewed a small number of client files to
determine whether there was compliance with HCNS documentation and administrative standards
established for client services and records.  We found no significant discrepancies.

Program and Service Evaluation

10.41 Compliance audits - Home Care Nova Scotia policies provide for an audit of service provider
agencies to determine whether agencies are complying with HCNS policies and procedures.  These
audits are to be performed on a regular basis according to a predetermined schedule.  Department
management indicated that each agency should undergo a compliance audit in each fiscal period.
This target is not being met.

10.42 Agency auditing tool - To facilitate conducting agency compliance audits, HCNS has
developed an agency auditing tool which includes standards against which agency compliance can
be measured.  The most recent edition of the agency audit tool became effective in 1999 in
preparation for an accreditation survey by the Canadian Council on Health Services Accreditation
(CCHSA) in 2001 of the Home Care Nova Scotia Program.  This accreditation survey did not take
place.

10.43 In many cases, conducting agency compliance audits is the single most effective method of
determining compliance with HCNS policies and procedures.  As part of the compliance audit, the
auditor examines client files, agency systems and documentation to ensure that the agency is
providing service as authorized by HCNS; that the time spent providing the service is consistent with
the time authorized; and that the actual visit and tasks performed are properly billed to HCNS.  If
used in an appropriate manner, the agency audit tool would be an effective control to ensure that the
agencies comply with HCNS standards.
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10.44 In November 2001, we reviewed the most recent compliance audits conducted on the 32
service provider agencies.  Our review indicated 4 audits (13%) conducted since April 1, 2001; 7
(22%) conducted in the 2000-01 fiscal year; and 21 (65%) being conducted prior to April 1, 2000.

10.45 More than half of the agency compliance audits were conducted prior to April 1, 2000.
Home Care staff indicated there are several reasons for failing to conduct agency audits according
to the predetermined schedule such as workload including non-audit related responsibilities and
difficulties establishing mutually agreeable audit schedules with the service provider agencies. 

Recommendation 10.6

We recommend that the Department of Health assess its objectives for
agency audits, the associated risks, and resources available.  The
Department of Health should develop and implement a plan for agency
audits.

10.46 Performance indicators - As at the date of the audit, no performance indicators had been
developed for the program.  HCNS management has indicated that it plans to make use of the
information captured using the new automated MDS Assessment tool to begin to develop
performance indicators and report on program performance.  This new MDS Assessment tool
provides Client Assessment Protocols used by Care Coordinators in making decisions on patient
needs.

Client Fees

10.47 Through the service provider agencies, Home Care Nova Scotia provides nursing services
to clients for no charge, home support services for $8 per hour to a monthly maximum of $480 and
home oxygen services to a maximum monthly fee of $180, depending on client income.  See Exhibit
10.5 for a reproduction of Schedule 1 - Home Care Fee Determination Tables 2001-02.  All fees are
collected from the client by the service provider agency and offset the agency expenditures funded
by HCNS. 

10.48 At the present time HCNS does not have procedures in place to ensure that Care Coordinators
calculate client fees properly and home support agencies exercise appropriate collection effort.  The
Department of Health has estimated that only 6% of home support services generate a client fee, as
the majority of clients fall below income thresholds.

10.49 The fees charged to the client are not intended to recover the full cost of providing the
service.  There is no charge for nursing services.  The rationale for the home support and home
oxygen fees is based on the client’s ability to pay and on a maximum amount subjectively
determined by HCNS to be an appropriate charge.  HCNS has not attempted to determine the full
cost of providing nursing, home support and oxygen services.

10.50 There is no schedule for reviewing client fees.  Client fees and monthly maximums were last
reviewed in April 2000 in response to a Department of Health initiative exploring options for
reducing the expenditure budget.
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Recommendation 10.7

We recommend that the Department of Health include client fees and
collection practices in the scope of its agency audits.  We also recommend
that the Department perform regular comparisons of the full costs of home
support and oxygen services to the fee schedule to ensure that the charge
is appropriate.  

Follow-up to 1996 Audit

10.51 Chapter 7 of the 1996 Report of the Auditor General included a number of recommendations
for HCNS.  Exhibit 10.6 includes the major recommendations from that audit and the Department
of Health’s comments with respect to current status.

10.52 Although many recommendations have been implemented, some have not been acted upon
by the Department.  The most significant of these is that VON Nova Scotia still provides services
without a contract.  The new Agency Audit Tool put in place effective January 1999 addresses some
of the concerns we had in 1996 as shown in Exhibit 10.6.

Internal Audit Findings Follow-up

10.53 As part of our audit procedures we reviewed and followed up on findings included in the
Department’s internal audit reports relating to the operations of HCNS since the date of our 1996
audit.  Based on our discussions with management and review of relevant documentation, all
significant findings reported have either been adequately addressed or are no longer relevant.

CONCLUDING REMARKS

10.54 Nursing services acquired from the VON have never been subjected to a competitive
procurement process and the contract expired in 1996.� �Seeking competitive proposals would
provide assurance that services are acquired at a reasonable cost.   We recommend that the
Department comply with the Government Procurement Policy by calling for competitive proposals
for nursing services, or seek a formal exemption under the appropriate section of the policy.  The
Department apparently plans to devolve the HCNS program to the District Health Authorities at
which time the DHAs would determine how the service will be delivered in their districts, within
the policies and standards established by the Department of Health.  The DHAs would also be
required to comply with the Procurement Policy or seek an exemption.

10.55 HCNS’ costs have increased dramatically and the majority of HCNS program expenditures
relates to payments made to third-party service providers.  Therefore, control over program
expenditures and quality of care depends to a large degree on the Department’s ability to ensure that
the service providers are providing services consistent with HCNS requirements at a reasonable cost.
We believe the Department needs to make significant improvements in the management of service
providers.  Setting performance targets for service providers, reporting on performance, and the more
effective use of agency audits are key steps to enabling the Department to better monitor these
relationships in the future.  We acknowledge that the Department has identified some problem areas
and has begun to take steps to address them. 
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0RQWKO\�+RPH�2[\JHQ
6HUYLFHV�)HH

$ ��� ��� ���

% �� ��� ���

& �� ���� ����

' �� ���� ����

( �� ���� 1RW�HOLJLEOH

) �� ���� 1RW�HOLJLEOH

* �� ���� 1RW�HOLJLEOH



��� +($/7+���+20(�&$5(�129$�6&27,$

��

([KLELW�����

+20(�&$5(�129$�6&27,$
)2//2:�83�21�67$786�2)�5(&200(1'$7,216�)520������$8',7

3DUDJUDSK 5HFRPPHQGDWLRQV�IURP������$XGLW 6WDWXV�SHU�'HSDUWPHQW�RI�+HDOWK

���� '2+�KDV�VWDUWHG�ZRUNLQJ�LQ�SDUWQHUVKLS�ZLWK�WKH
5+%·V�WR�GHILQH�VHUYLFH�GHOLYHU\�RSWLRQV���'2+�LV
XQGHUWDNLQJ�VRPH�FKDQJHV�DQG�5+%·V�ZLOO�FRQWLQXH
WR�SXUVXH�DQ\�QXPEHU�RI�RSWLRQV�WR�VHFXUH�QXUVLQJ
VHUYLFHV� QHFHVVDU\� IRU� GHOLYHULQJ� WKH� SURJUDP�
$OWKRXJK�ZH�XQGHUVWDQG�'2+�GRHV�QRW�ZDQW� WR
ORFN�LWVHOI�LQWR�D�FRQWUDFW�VLWXDWLRQ�ZKLFK�PD\�QRW
PHHW�WKH�QHHGV�RI�WKH�UHJLRQDO�KHDOWK�ERDUGV��ZH
EHOLHYH� WKH� FXUUHQW� FRQWUDFW� UDWH� VKRXOG� EH
UHYLHZHG�WR�HQVXUH�LW�SURYLGHV�WKH�PRVW�HFRQRPLFDO
PHDQV�RI�REWDLQLQJ�QXUVLQJ�VHUYLFHV���7R�FRQWURO
FRVWV�EHWZHHQ�QRZ�DQG�$SULO�������'2+�VKRXOG
H[SORUH�RWKHU�RSWLRQV�IRU�GHOLYHU\�DQG�IXQGLQJ�RI
QXUVLQJ� VHUYLFHV� WR� GHWHUPLQH� LI� FRVWV� FDQ� EH
UHGXFHG�

'HSDUWPHQW·V� EXVLQHVV� UHYLHZ� SURFHVV
DGGUHVVHG� WKHVH� LVVXHV�� � 6HUYLFHV� SURYLGHG
XQGHU�VDPH�DUUDQJHPHQWV�ZKLOH�PLQLPL]LQJ
VHUYLFH�SURYLGHU�FRVWV�

���� :H�QRWHG�WKDW�WKH�OHWWHU�SURYLGHG�WR�KRPH�VXSSRUW
DJHQFLHV�LQGLFDWLQJ�WKHLU�EXGJHW�DOORFDWLRQ�IRU�WKH
\HDU� GRHV� QRW� VSHFLILFDOO\� UHTXLUH� DGKHUHQFH� WR
+RPH�&DUH�1RYD�6FRWLD�SROLFLHV�DQG�SURFHGXUHV�
DQG� LW� GRHV�QRW� FRQWDLQ� DQ�DXGLW�SURYLVLRQ�� �:H
UHFRPPHQG�WKHVH�IHDWXUHV�EH�LQFRUSRUDWHG�LQWR�DQ\
DJUHHPHQWV� ZLWK� VHUYLFH� SURYLGHUV�� � :H� DOVR
UHFRPPHQG� WKDW�'2+�H[SORUH� RWKHU� RSWLRQV� IRU
GHOLYHU\�DQG�IXQGLQJ�RI�KRPH�VXSSRUW�VHUYLFHV�WR
GHWHUPLQH�LI�FRVWV�FDQ�EH�UHGXFHG�

0HQWLRQHG� VSHFLILFDOO\� LQ� /HWWHUV� RI
8QGHUVWDQGLQJ� ZLWK� DJHQFLHV� DQG� EXVLQHVV
UHYLHZ� SURFHVV� DGGUHVVHG� WKHVH� LVVXHV�
6HUYLFHV�SURYLGHG�XQGHU�VDPH�DUUDQJHPHQWV
ZKLOH�PLQLPL]LQJ�VHUYLFH�SURYLGHU�FRVWV�

���� 7KHUH�LV�DQ�LQIRUPDO�3HHU�5HYLHZ�V\VWHP�DW�+RPH
&DUH�1RYD�6FRWLD�ZKLFK�DOORZV�&DUH�&RRUGLQDWRUV
WR� UHFHLYH� IHHGEDFN� DV� WR� WKH� DSSURSULDWHQHVV� RI
WKHLU�DVVHVVPHQWV���:H�EHOLHYH�WKLV�V\VWHP�VKRXOG
EH� IRUPDOL]HG� DQG� LQFOXGH� D� SHULRGLF� UHYLHZ� RI
VHOHFWHG� &DUH� 3ODQV� WR� HQVXUH� WKH� DSSURSULDWH
SURYLGHU� KDV� EHHQ� DXWKRUL]HG�� DQG� WR� HQVXUH
YROXQWHHU� VHUYLFHV� KDYH� EHHQ� DSSURSULDWHO\
FRQVLGHUHG�

,QIRUPDO� SURFHVV� DXJPHQWV� IRUPDO
GRFXPHQWHG�SURFHVVHV�

���� 7KHUH�DUH�GRFXPHQWHG�WLPH�IUDPHV�IRU�FRPSOHWLRQ
RI� DVVHVVPHQWV� IRU� FOLHQWV� HQWHULQJ� +RPH� &DUH
1RYD�6FRWLD� WKURXJK�GLVFKDUJH� IURP�KRVSLWDO� RU
XSRQ� UHIHUUDO� WR� +RPH� &DUH� 1RYD� 6FRWLD� E\� D
SK\VLFLDQ�� �7KHVH� LQGLYLGXDOV�DUH�FRQWDFWHG�E\�D
&DUH�&RRUGLQDWRU�ZLWKLQ�����GD\V�RI�DGPLVVLRQ�LQWR
+RPH�&DUH�1RYD�6FRWLD���:H�QRWHG�WKDW�WKHUH�DUH
VWDQGDUG�UHVSRQVH�WLPHV�IRU�FRQWDFWLQJ�FOLHQWV�ZKR
DFFHVV�+RPH�&DUH�1RYD�6FRWLD�WKURXJK�WKH������
QXPEHU�� � :H� EHOLHYH� VWDQGDUGV� VKRXOG� DOVR� EH
HVWDEOLVKHG� IRU� WKH� LQLWLDO� DVVHVVPHQW� RI� FOLHQWV
HQWHULQJ� +RPH� &DUH� 1RYD� 6FRWLD�� DQG� IRU� WKH
UHDVVHVVPHQW�RI�H[LVWLQJ�FOLHQWV�

,QLWLDWHG� LQ������DQG�QRW�FRPSOHWHG��EXW� LV
QRZ�UHRUJDQL]HG�LQ�EURDGHU�FRQWH[W�RI�6($�
0'6�+&� ZKHQ� LPSOHPHQWHG� UHFRPPHQGV
TXDUWHUO\�DVVHVVPHQWV�
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3DUDJUDSK 5HFRPPHQGDWLRQV�IURP������$XGLW 6WDWXV�SHU�'HSDUWPHQW�RI�+HDOWK

���� 6RPH�&KURQLF�+RPH�&DUH�FOLHQWV�DUH�FKDUJHG�IRU
KRPH�VXSSRUW�VHUYLFHV���7KH�PD[LPXP�FKDUJHV�IRU
KRPH� VXSSRUW� VHUYLFHV� DUH� ��� SHU� KRXU� WR� D
PD[LPXP�RI������SHU�PRQWK���7KHUH�LV�QR�FKDUJH
IRU� QXUVLQJ� VHUYLFHV� IRU� &KURQLF�+RPH�&DUH� RI
+RPH�+RVSLWDO�&DUH�FOLHQWV���+RPH�+RVSLWDO�&DUH
FOLHQWV� DUH� DOVR� QRW� FKDUJHG� IRU�PHGLFDWLRQ� DQG
VXSSOLHV�UHODWHG�WR�WKHLU�DFXWH�FRQGLWLRQ���&KURQLF
+RPH�&DUH� FOLHQWV� DUH� QRW� FKDUJHG� IRU� VXSSOLHV
GXULQJ� QXUVLQJ� YLVLWV�� � ,QGLYLGXDOV� ZKR� UHTXLUH
QXUVLQJ�VHUYLFHV�WKURXJK�+RPH�&DUH�1RYD�6FRWLD
DUH� DXWRPDWLFDOO\� HOLJLEOH� IRU� KRPH� VXSSRUW
VHUYLFHV� ZKLFK� PD\� EH� ELOOHG�� � +RPH� VXSSRUW
VHUYLFHV� RQO\� DUH� DYDLODEOH� WR� RWKHUV� ZKR� PHHW
ILQDQFLDO� FULWHULD�� � 3ROLFLHV� VWDWH� WKDW� ´ORZ� ULVN
LQGLYLGXDOV�ZKR�UHTXLUH�RQO\�FOHDQLQJ�DQG�ODXQGU\�
ZKR�DUH�ILQDQFLDOO\�DEOH�WR�PDNH�SURYLVLRQ�IRU�VXFK
VHUYLFH�� DUH� LQHOLJLEOH� IRU� DGPLVVLRQ� WR� WKH
SURJUDP�µ� � :H� EHOLHYH� WKDW� WKLV� SROLF\� LV� QRW
VSHFLILF� HQRXJK� DQG� WKDW� WKH� WHUP� ´ILQDQFLDOO\
DEOHµ�VKRXOG�EH�PRUH�FOHDUO\�GHILQHG�

3ROLF\�DUHD�LV�XQGHU�UHYLHZ�DW�SUHVHQW�DQG�WKH
IHH� VFKHGXOH� LV� RQH� RI� WKH� NH\� DUHDV� RI
UHYLHZ���6($�SROLF\�FRPPLWWHH�WR�UHYLHZ�

���� +RPH� VXSSRUW� FKDUJHV� WR� FOLHQWV� DUH� EDVHG� RQ
&DQDGD� $VVLVWDQFH� 3ODQ� LQFRPH� JXLGHOLQHV�
+RZHYHU��FOLHQWV�DUH�QRW�UHTXLUHG�WR�SURYLGH�DQ\
SURRI�RI� LQFRPH�� �7KH�SROLF\�PDQXDO�QRWHV� WKDW
LQFRPH�LQTXLULHV�QHHG�QRW�EH�PDGH�RI�LQGLYLGXDOV
ZKR�DUH�ZLOOLQJ�WR�SD\�WKH�PD[LPXP�KRPH�VXSSRUW
IHH�SHU�PRQWK��������

$�V\VWHP�VKRXOG�EH�LPSOHPHQWHG�E\�+RPH�&DUH
1RYD�6FRWLD�WR�YHULI\�FOLHQWV·�LQFRPH�WR�H[WHUQDO
VRXUFHV�

1RW�DOO�&DUH�&RRUGLQDWRUV�KDYH�GLUHFW�RQ�OLQH
DFFHVV� WR� FRPSXWHUV�� � ,Q� IXWXUH��PD\� EH� D
FRQVLGHUDWLRQ���$W�SUHVHQW��ZH�UHTXHVW�WR�VHH
FRS\�RI�,QFRPH�7D[�UHWXUQ�DQG�XVH�OLQH����
ILJXUH�

���� $JHQF\�DXGLWV�ZHUH�SHUIRUPHG�IRU�WKH�ILUVW�WLPH�LQ
PLG��������:H�ZHUH�LQIRUPHG�WKDW�WKH�SXUSRVH�RI
WKLV�ILUVW�DWWHPSW�DW�DJHQF\�DXGLWV�ZDV�WR�IDPLOLDUL]H
ERWK�WKH�DXGLWRUV�DQG�WKH�DJHQFLHV�ZLWK�WKH�FRQFHSW
RI�WHVWLQJ�FRPSOLDQFH�WR�VWDQGDUGV���&RQWUDFWV�ZLWK
WKHVH�DJHQFLHV�GR�QRW�SUHVHQWO\�LQFOXGH�D�SURYLVLRQ
IRU�WKHVH�DXGLWV�WR�WDNH�SODFH�DQG�ZH�UHFRPPHQG
WKDW� +RPH� &DUH� 1RYD� 6FRWLD� REWDLQ� WKH� SURSHU
DXWKRULW\�

921�FRQWUDFW�QRW�UHYLVHG���6DPH�RQH�VWLOO�LQ
HIIHFW�

���� 7KH�$JHQF\�$XGLW�7RRO�VKRXOG�SURYLGH�JXLGHOLQHV
IRU�WKH�QXPEHU�RI�FOLHQW�DQG�SHUVRQQHO�ILOHV�WR�EH
H[DPLQHG�GXULQJ�WKH�DXGLW�

&RQVLGHUHG��EXW�QRW�GRFXPHQWHG�LQ�7RRO�
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3DUDJUDSK 5HFRPPHQGDWLRQV�IURP������$XGLW 6WDWXV�SHU�'HSDUWPHQW�RI�+HDOWK

���� 7KH�$JHQF\�$XGLW� 7RRO� VKRXOG� UHTXLUH� WKDW� WKH
GRFXPHQWDWLRQ�EH�H[DPLQHG�IRU�FRPSOHWHQHVV�DQG
DFFXUDF\�� � )RU� H[DPSOH�� WKH� UHTXLUHG
GRFXPHQWDWLRQ� IRU�RQH� VWDQGDUG� LV� D� VXSHUYLVLRQ
VFKHGXOH���&KHFNLQJ�IRU�H[LVWHQFH�RI�WKH�VFKHGXOH
LV� QRW� VXIILFLHQW�� � 7KH� 7RRO� VKRXOG� UHTXLUH� WKH
DXGLWRU� WR� UHYLHZ� WKH� VFKHGXOH� WR� GHWHUPLQH
ZKHWKHU�DOO�VHUYLFH�SURYLGHUV�KDYH�EHHQ�REVHUYHG�
RU� ZLOO� EH� REVHUYHG�� E\� WKH� DJHQF\� VXSHUYLVRU
ZKLOH�SHUIRUPLQJ�WKHLU�GXWLHV�LQ�D�FOLHQW·V�KRPH�
7KH�VWDQGDUG�VKRXOG�DOVR�EH�H[SDQGHG�WR�LQGLFDWH
ZKHWKHU�WKH�6XSHUYLVRU�KDV�REVHUYHG�WKDW�WKH�FDUH
JLYHU�LV�SURYLGLQJ�RQO\�WKRVH�VHUYLFHV�DXWKRUL]HG
E\�WKH�&DUH�&RRUGLQDWRU�

'RFXPHQWHG� LQ� $XGLW� 7RRO� (GLWLRQ� �� �
6WDQGDUG�������,QGLFDWRU�������DQG�SDJH����

���� 2QH�RI�WKH�ILQDQFH�VWDQGDUGV�UHTXLUHV�WKH�DXGLWRU�WR
HQVXUH� DOO� VHUYLFHV� ELOOHG� WR� +RPH� &DUH� 1RYD
6FRWLD� KDYH� EHHQ� SURYLGHG� E\� HPSOR\HHV� RI� WKH
DJHQF\��DOO�VHUYLFHV�LQYRLFHG�KDYH�EHHQ�SURYLGHG�
DQG� WKDW� WKH� DJHQF\� FRPSOLHV� ZLWK� +RPH� &DUH
1RYD�6FRWLD�SURJUDP�JXLGHOLQHV�DQG�LWV�FRQWUDFWXDO
REOLJDWLRQV� RU� IXQGLQJ� DJUHHPHQWV� LQ� FRQQHFWLRQ
ZLWK� WKH� VXEPLVVLRQ� RI� LQYRLFHV�� � 7KLV� VWDQGDUG
SUHVHQWO\�DSSOLHV�RQO\� LQ�QXUVLQJ�DJHQFLHV�� �7KH
VWDQGDUG�VKRXOG�EH�UHZRUGHG�VR�WKDW�LW�LV�DSSOLFDEOH
WR�KRPH�VXSSRUW�DJHQFLHV�DV�ZHOO�

'RFXPHQWHG�LQ�$XGLW�7RRO�(GLWLRQ�����������
6WDQGDUG������DQG�DSSOLHV�WR�DOO���VHH�SDJH��
GHILQLWLRQ�RI�DJHQF\�

���� :H� UHYLHZHG�DXGLW� ILOHV� DQG�RU� UHSRUWV� UHVXOWLQJ
IURP�WKH����DJHQF\�DXGLWV�FRQGXFWHG�WR�GDWH���7KH
UHVXOWV� RI� DJHQF\� DXGLWV� DUH� UHSRUWHG� WR� WKH
'LUHFWRU�RI�+RPH�&DUH�1RYD�6FRWLD�DQG�WR�'2+
VHQLRU�PDQDJHPHQW�� � 7KHUH� LV� D� UHTXLUHPHQW� WR
IROORZ�XS� RQ� WKH� UHFRPPHQGDWLRQV�PDGH� WR� WKH
DJHQF\�DV�D�UHVXOW�RI�WKH�DXGLW�ZLWKLQ�WKUHH�PRQWKV
RI�WKH�DXGLW���)ROORZ�XS�SURFHGXUHV�KDYH�QRW�WDNHQ
SODFH� WR� GDWH� DQG� ZH� UHFRPPHQG� WKDW� WKHVH� EH
SHUIRUPHG�GXULQJ�WKH�QH[W�URXQG�RI�DJHQF\�DXGLWV�

6SHOOHG� RXW� LQ� GHYHORSPHQW�UHILQHPHQW� RI
DXGLW�SURFHVV��(GLWLRQ���RI�$XGLW�7RRO�

���� 7KH�OLQNDJH�EHWZHHQ�WKH�VXUYH\�TXHVWLRQV�DQG�WKH
REMHFWLYHV� RI� WKH� SURJUDP�ZDV� QRW� VWURQJ����:H
UHFRPPHQG� WKDW� VXUYH\� TXHVWLRQV� DQG� RWKHU
HYDOXDWLRQ�PHWKRGV�EH�GHVLJQHG�WR�UHODWH�WR�VSHFLILF
SURJUDP�REMHFWLYHV�

8VH�SURIHVVLRQDO�V��WR�VXUYH\�DQG�GHYHORS�

���� +RPH�VXSSRUW�DJHQFLHV�SURYLGH�PRQWKO\�UHSRUWV�WR
+RPH� &DUH� 1RYD� 6FRWLD� UHJLRQDO� RIILFHV�� � 7KH
UHSRUWV�LQGLFDWH�WKH�WRWDO�QXPEHU�RI�VHUYLFH�KRXUV
IRU�+RPH�&DUH�1RYD�6FRWLD�FOLHQWV�DOWKRXJK�WKH\
DUH�QRW�EURNHQ�GRZQ�E\�VHUYLFH�KRXUV�SHU�FOLHQW�
7KH�VHUYLFH�KRXUV�DUH�QRW�YHULILHG�WR�VHUYLFH�KRXUV
SHU�WKH�FDUH�SODQ�DQG�ZH�UHFRPPHQG�WKLV�EH�GRQH
DV�SDUW�RI�WKH�DJHQF\�DXGLWV�DV�QRWHG�LQ�SDUDJUDSK
�����

'RFXPHQWHG� LQ� $XGLW� 7RRO� (GLWLRQ� �� �
6WDQGDUG� ���� ,QGLFDWRU� ������ DQG� 6WDQGDUG
����,QGLFDWRU������


