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$FFRUGLQJ�WR�WKH������1DWLRQDO�6XUYH\�RI�*LYLQJ��9ROXQWHHULQJ�DQG�3DUWLFLSDWLQJ��RYHU����
SHUFHQW�RI�&DQDGLDQ�YROXQWHHUV�KROG�SRVLWLRQV�RQ�ERDUGV�DQG�FRPPLWWHHV��$OWKRXJK�WKRVH�
ZKR�ILOO�WKHVH�OHDGHUVKLS�SRVLWLRQV�DUH�HVVHQWLDO�WR�WKH�HIIHFWLYH�JRYHUQDQFH�RI�YROXQWDU\�
RUJDQL]DWLRQV��PDQ\�ERDUG�PHPEHUV�DUH�XQDZDUH�RI�WKH�OHJDO�UDPLILFDWLRQV�RI�WKHLU�
YROXQWHHU ZRUN��$W�WKH�VDPH�WLPH��KRZHYHU��RXU�VRFLHW\�LV�PRUH�OLWLJDWLRQ�RULHQWHG�DQG�WKH�
SXEOLF�LV�H[SHFWLQJ�QRQ�SURILW�RUJDQL]DWLRQV�WR�EH�PRUH�DFFRXQWDEOH�DQG�EXVLQHVV�OLNH�LQ�
PDQDJLQJ�WKHLU�DIIDLUV��9ROXQWHHU�ERDUG�PHPEHUV�DUH�ULJKW�WR�EH�FRQFHUQHG�DERXW�WKHLU
SHUVRQDO�OLDELOLW\��

7KLV�KDQGERRN�LQIRUPV�ERDUG�PHPEHUV�DERXW�WKHLU�OHJDO�UHVSRQVLELOLWLHV�DQG�SURYLGHV�
SUDFWLFDO�VXJJHVWLRQV�IRU�PDQDJLQJ�WKHVH�ULVNV�DQG�PLQLPL]LQJ�SHUVRQDO�OLDELOLW\��:KLOH�WKLV�
KDQGERRN�FRQWDLQV�OHJDO�LQIRUPDWLRQ��LW�GRHV�QRW�SURYLGH OHJDO�DGYLFH��1HLWKHU�LWV�DXWKRUV�
QRU�9ROXQWHHU�&DQDGD�DUH�LQ�D�SRVLWLRQ�WR�GHWHUPLQH�ZKHWKHU�RUJDQL]DWLRQV�RU�LQGLYLGXDOV�
KDYH�IXOILOOHG�WKHLU�OHJDO�GXWLHV�RU�VDWLVILHG�WKH�DSSOLFDEOH�VWDQGDUG�RI�FDUH�LQ�HYHU\�
FLUFXPVWDQFH��,QGLYLGXDOV�DQG�RUJDQL]DWLRQV�VHHNLQJ�VSHFLILF�DGYLFH�VKRXOG�FRQVXOW�ZLWK�D�
ODZ\HU�

7KLV�KDQGERRN�LV�QRW�LQWHQGHG�WR�VFDUH�SHRSOH�DZD\�IURP�YROXQWHHULQJ�DV�D�ERDUG�PHPEHU�
ZLWK�WKHLU�IDYRXULWH�YROXQWDU\�RUJDQL]DWLRQ�RU�FKDULW\��5LVN�DQG�UHVSRQVLELOLW\�DUH�IDFWV�RI�OLIH�
DQG�HYHU\�DFWLYLW\�ZH�XQGHUWDNH�ZLOO�DOZD\V�LQYROYH�D�FHUWDLQ�DPRXQW�RI�ULVN��7KH�YROXQWHHU�
GLUHFWRU�QHHGV�WR�XQGHUVWDQG�WKHVH�ULVNV�VR�WKDW�KH�RU�VKH�FDQ�DFW�UHDVRQDEO\�DQG�
DSSURSULDWHO\��7KH�SXUSRVH�RI�WKLV�KDQGERRN�LV�WR�UDLVH�DZDUHQHVV�RI�WKH�OHJDO�ULVNV�IDFLQJ�
GLUHFWRUV��DQG�RIIHU�GLUHFWRUV�DQG�WKH�RUJDQL]DWLRQV�ZLWK�ZKLFK�WKH\�DUH�DIILOLDWHG��VRPH�
SUDFWLFDO�VXJJHVWLRQV�IRU�PLQLPL]LQJ�WKHVH�ULVNV��

� 7KLV�GRFXPHQW�ZDV�SUHSDUHG�IRU�9ROXQWHHU�&DQDGD��DQG�PD\�EH�XVHG�ZLWK�WKHLU�SHUPLVVLRQ�DQG�
SHUPLVVLRQ�RI�WKH�DXWKRU��
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�� :KR�LV�D�GLUHFWRU"

$�GLUHFWRU�LV�DQ�LQGLYLGXDO�ZKR�LV�D�PHPEHU�RI�D�JRYHUQLQJ�ERDUG�RI�DQ�RUJDQL]DWLRQ��7KLV�
RUJDQL]DWLRQ�FDQ�EH�´XQLQFRUSRUDWHGµ�DQG�WKXV�KDYH�QR�OHJDO�VWDWXV��RU�LW�FDQ�EH�
´LQFRUSRUDWHGµ�DV�D�FRUSRUDWLRQ�XQGHU�IHGHUDO�RU�SURYLQFLDO�VWDWXWHV��7KLV�FRUSRUDWLRQ�FDQ�EH�
IRU�SURILW��RUJDQL]HG�WR�SXUVXH�FRPPHUFLDO�REMHFWLYHV��RU�LW�FDQ�EH�QRQ�SURILW��RUJDQL]HG WR�
IXOILOO�EHQHYROHQW�RU�FKDULWDEOH�SXUSRVHV��

2UJDQL]DWLRQV�FRPH�LQ�D�YDULHW\�RI�W\SHV�DQG�VL]HV��XQGHU�D�YDULHW\�RI�QDPHV��$�QRQ�SURILW�
RUJDQL]DWLRQ�FDQ�EH�UHIHUUHG�WR�DV�D�FOXE��DVVRFLDWLRQ��VRFLHW\��FRUSRUDWLRQ��OHDJXH��RU�
FRPPLWWHH��DV�LQ�WKH�&DQDGLDQ�2O\PSLF�&RPPLWWHH��² LQ�WKLV�KDQGERRN��WKH�JHQHULF�WHUP�
´RUJDQL]DWLRQµ�LV�XVHG��$V�ZHOO��VRPH�RUJDQL]DWLRQV�DUH�VPDOO�ZLWK�QR�VWDII�DQG�QR�RIILFH��
VRPH�KDYH�D�IHZ�VWDII�DQG�VRPH�DUH�ODUJH�HQWLWLHV�ZLWK�PDQ\�VWDII�DQG�YROXQWHHUV��

/LNHZLVH��VRPH�RUJDQL]DWLRQV�DUH�JRYHUQHG�E\�DGPLQLVWUDWLYH�RU�´KDQGV�RQµ�ERDUGV�ZKLOH�
RWKHUV�DUH�OHG�E\�SROLF\�JRYHUQLQJ�ERDUG��%RWK�ERDUGV�PD\�EH�FDOOHG�D�ERDUG�RI�GLUHFWRUV��D�
ERDUG�RI�JRYHUQRUV�RU�D�ERDUG�RI�WUXVWHHV��7KH�UHVSRQVLELOLW\�RI�WKLV�ERDUG�LV�WR�SURYLGH�
OHDGHUVKLS�DQG�GLUHFWLRQ�WR�WKH�RUJDQL]DWLRQ��DQG�WR�JRYHUQ�LWV�DIIDLUV�RQ�EHKDOI�RI�LWV�
VKDUHKROGHUV��LQ�WKH�FDVH�RI�D�IRU�SURILW�FRUSRUDWLRQ��RU�LWV�PHPEHUV��LQ�WKH�FDVH�RI�D�QRQ�
SURILW�RUJDQL]DWLRQ���'LUHFWRUV�RI�QRQ�SURILW�RUJDQL]DWLRQV�DUH�YROXQWHHUV�DQG�DUH�UDUHO\�SDLG�
IRU�WKHLU�VHUYLFHV��ZKLOH�GLUHFWRUV�RI�IRU�SURILW�FRUSRUDWLRQV�DUH�XVXDOO\�FRPSHQVDWHG�

'LUHFWRUV�DUH�XVXDOO\�HOHFWHG�RU�DSSRLQWHG�WR�WKHLU�SRVLWLRQV�RQ�WKH�ERDUG��'LUHFWRUV�PD\�
DOVR�EH�RIILFHUV��ZKHUH�DQ�RIILFHU�IXOILOOV�FHUWDLQ�FRUSRUDWH�UROHV�DQG�IXQFWLRQV��VXFK�DV�WKRVH�
GXWLHV�RI�D�´SUHVLGHQWµ��´WUHDVXUHUµ�RU�´VHFUHWDU\µ�RI�WKH�RUJDQL]DWLRQ��2IILFHUV�FDQ�DOVR�EH�
VHQLRU�VWDII�SHUVRQV��DQG�LQ�UDUH�FLUFXPVWDQFHV��VWDII�SHUVRQV�FDQ�DOVR�EH�GLUHFWRUV��

5HJDUGOHVV�RI�WKH�QDPH��VL]H��RU�W\SH�RI�RUJDQL]DWLRQ��WKH�UROH�RI�WKH�GLUHFWRU�UHPDLQV�IDLUO\�
FRQVWDQW��'LUHFWRUV�DQG�RIILFHUV�RI�QRQ�SURILW�RUJDQL]DWLRQV�DUH�UHVSRQVLEOH�IRU�JRYHUQLQJ�
WKH�DIIDLUV�RI�WKH�RUJDQL]DWLRQ�RQ�EHKDOI�RI�LWV�PHPEHUV��'LUHFWRUV�DQG�RIILFHUV�KDYH�D�
UHODWLRQVKLS�RI�´WUXVWµ�ZLWK�WKH�PHPEHUV�RI�WKH�RUJDQL]DWLRQ��DQG�LW�LV�IURP�WKLV�WUXVW�
UHODWLRQVKLS�WKDW�FHUWDLQ�LPSRUWDQW�OHJDO�GXWLHV�DULVH�

�� /HJDO�GXWLHV�RI�GLUHFWRUV

7KH�EDVLF�UHVSRQVLELOLW\�RI�GLUHFWRUV�LV�WR�UHSUHVHQW�WKH�LQWHUHVW�RI�WKH�PHPEHUV�LQ�GLUHFWLQJ�
WKH�DIIDLUV�RI�WKH�RUJDQL]DWLRQ��DQG�WR�GR�VR�ZLWKLQ�WKH�ODZ��7KLV�OHJDO�GXW\�LV�GHVFULEHG�LQ�
VWDWXWHV��VXFK�DV�WKH�&DQDGD�&RUSRUDWLRQV�$FW��SURYLQFLDO�EXVLQHVV�LQFRUSRUDWLRQ�VWDWXWHV�
DQG�SURYLQFLDO�VRFLHWLHV�RU�QRQ�SURILW�RUJDQL]DWLRQ�VWDWXWHV��DQG�KDV�EHHQ�H[SDQGHG�DQG�
LQWHUSUHWHG�LQ�WKH�FRPPRQ�ODZ��

,Q�UHSUHVHQWLQJ�WKH�PHPEHUV�RI�WKH�RUJDQL]DWLRQ�DQG�DFWLQJ�DV�WKHLU�´WUXVWHHµ��GLUHFWRUV�KDYH�
WKUHH�EDVLF�GXWLHV�
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�� 7KH�GXW\�RI�GLOLJHQFH��WKLV�LV�WKH�GXW\�WR�DFW�UHDVRQDEO\��SUXGHQWO\��LQ�JRRG�IDLWK�DQG�
ZLWK�D�YLHZ�WR WKH�EHVW�LQWHUHVWV�RI�WKH�RUJDQL]DWLRQ�DQG�LWV�PHPEHUV

�� 7KH�GXW\�RI�OR\DOW\��WKLV�LV�WKH�GXW\�SODFH�WKH�LQWHUHVWV�RI�WKH�RUJDQL]DWLRQ�ILUVW��DQG�WR�
QRW�XVH�RQH·V�SRVLWLRQ�DV�D�GLUHFWRU�WR�IXUWKHU�SULYDWH�LQWHUHVWV

�� 7KH�GXW\�RI�REHGLHQFH��WKLV�LV�WKH�GXW\�WR�DFW�ZLWKLQ�WKH�VFRSH�RI�WKH�JRYHUQLQJ�SROLFLHV�
RI�WKH�RUJDQL]DWLRQ�DQG�ZLWKLQ�WKH�VFRSH�RI�RWKHU�ODZV��UXOHV�DQG�UHJXODWLRQV�WKDW�DSSO\�
WR�WKH�RUJDQL]DWLRQ

,W�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�GXWLHV�RI�GLUHFWRUV�RI�D�QRQ�SURILW�RUJDQL]DWLRQ�DUH�
HVVHQWLDOO\�QR�GLIIHUHQW�WKDQ�WKH�GXWLHV�RI�GLUHFWRUV�RI�IRU�SURILW�FRUSRUDWLRQV��$OVR��WKHVH�
GXWLHV�H[WHQG�EURDGO\��WKH\�DUH�RZHG�WR�WKH�RUJDQL]DWLRQ�DV�D�ZKROH��WR�WKH�RUJDQL]DWLRQ·V�
PHPEHUV��SDUWLFLSDQWV��FOLHQWV��VWDII�DQG�YROXQWHHUV��WR�RWKHU�GLUHFWRUV��DQG�WR�DQ\RQH�HOVH�
ZKR�PD\�EH�DIIHFWHG�E\�WKH�GHFLVLRQV�RI�WKH�ERDUG�DQG�WKH�DFWLYLWLHV�RI�WKH�RUJDQL]DWLRQ��
LQFOXGLQJ�WKH�JHQHUDO�SXEOLF��

7KHVH�WKUHH�GXWLHV�DUH�GLVFXVVHG�PRUH�IXOO\�EHORZ��

'XW\�RI�GLOLJHQFH

'LOLJHQW�GLUHFWRUV�DOZD\V�DFW�SUXGHQWO\�DQG�LQ�WKH EHVW�LQWHUHVWV�RI�WKH�RUJDQL]DWLRQ��:KHQ�
H[HUFLVLQJ�WKHLU�GXWLHV�DV�GLUHFWRUV��WKH\�DUH�H[SHFWHG�WR�H[HUFLVH�WKH�VDPH�OHYHO�RI�FDUH�WKDW�
D�UHDVRQDEOH�SHUVRQ�ZLWK�VLPLODU�DELOLWLHV��VNLOOV�DQG�H[SHULHQFH�ZRXOG�H[HUFLVH�LQ�VLPLODU�
FLUFXPVWDQFHV��$QG��LI�D�GLUHFWRU�KDV�D�VSHFLDO�VNLOO�RU�DUHD�RI�H[SHUWLVH��VXFK�DV�DQ�
DFFRXQWDQW�RU�ODZ\HU�ZRXOG�KDYH��WKH\�KDYH�D�GXW\�WR�DFKLHYH�D�KLJKHU�VWDQGDUG�RI�FDUH�WKDW�
FRUUHVSRQGV�WR�WKHLU�SURIHVVLRQDO�DELOLWLHV�

'LUHFWRUV�KDYH�D�UHVSRQVLELOLW\�WR�DFW�FDXWLRXVO\�DQG�WR�WU\�WR�DQWLFLSDWH�WKH�FRQVHTXHQFHV�RI�
WKHLU�GHFLVLRQV�DQG�DFWLRQV�EHIRUH�WKH\�XQGHUWDNH�WKHP��7KH\�DUH�KRQHVW�DQG�IRUWKULJKW�LQ�
WKHLU�GHDOLQJV�ZLWK�HDFK�RWKHU��ZLWK�PHPEHUV�DQG�ZLWK�WKH�SXEOLF��7KH\�DUH�ZHOO�LQIRUPHG�
DERXW�WKH�DFWLYLWLHV�DQG�ILQDQFHV�RI�WKH�RUJDQL]DWLRQ��7KH\�KDYH�RQ�REOLJDWLRQ�WR�IRUHVHH�
SRWHQWLDO�ULVNV�LQKHUHQW�LQ�D�VLWXDWLRQ��DQG�WR�WDNH�UHDVRQDEOH�VWHSV�WR�PDQDJH�WKRVH�ULVNV�

'XW\�RI�OR\DOW\

'LUHFWRUV�DUH�UHTXLUHG�WR�SXW�WKH�LQWHUHVWV�RI�WKH�RUJDQL]DWLRQ�ILUVW��7KHVH�LQWHUHVWV�ZLOO�
DOZD\V�WDNH�SUHFHGHQFH�RYHU�DQ\�RWKHU�LQWHUHVW��LQFOXGLQJ�D�GLUHFWRU·V�SHUVRQDO�LQWHUHVWV��$V�
ZHOO��GLUHFWRUV�ZKR�DUH�LQYROYHG�LQ�PRUH�WKDQ�RQH�RUJDQL]DWLRQ�PD\�ILQG�WKDW�WKH\�FDQQRW�EH�
OR\DO�WR�ERWK�

/R\DO�GLUHFWRUV�ZLOO�DYRLG�SXWWLQJ�WKHPVHOYHV�LQ�D�VLWXDWLRQ�RI�D�FRQIOLFW�RI�LQWHUHVW��DQG�ZKHQ�
WKLV�LV�XQDYRLGDEOH��WKH\�ZLOO�DFW�SURSHUO\�LQ�GLVFORVLQJ�WKH�FRQIOLFW�DQG�HQVXULQJ�WKDW�WKH\�
SOD\�QR�SDUW�LQ�GLVFXVVLQJ��LQIOXHQFLQJ�RU�PDNLQJ�GHFLVLRQV�UHODWLQJ�WR�WKDW�FRQIOLFW��



/HJDO�/LDELOLW\�DQG�5LVN�0DQDJHPHQW��$�+DQGERRN�IRU�'LUHFWRUV 3DJH��

&RQILGHQWLDOLW\�LV�DOVR�DQ�LPSRUWDQW�DVSHFW�RI�WKH�GXW\�RI�OR\DOW\��'LUHFWRUV�KDYH�DQ�
REOLJDWLRQ�WR�NHHS�RUJDQL]DWLRQDO�EXVLQHVV�SULYDWH��DQG�WR�QRW�GLVFXVV�FHUWDLQ�PDWWHUV�ZLWK�
SHRSOH�RXWVLGH�WKH�RUJDQL]DWLRQ��&RQILGHQWLDO�PDWWHUV�PD\�LQFOXGH�LQIRUPDWLRQ�DERXW�
SHUVRQQHO��FOLHQWV�VHUYHG�E\�WKH�RUJDQL]DWLRQ��WKH�RUJDQL]DWLRQ·V�ILQDQFHV�RU�OHJDO�PDWWHUV�

$�ERDUG�DFWV�DV�RQH�HQWLW\��/R\DO�GLUHFWRUV�VXSSRUW�WKH�GHFLVLRQV�RI�WKH�ERDUG��HYHQ�LI�WKH\�
PLJKW�QRW�SHUVRQDOO\�DJUHH�ZLWK�WKH�GHFLVLRQ�DQG�PLJKW�QRW�KDYH�YRWHG�WR�VXSSRUW�WKH�
GHFLVLRQ�LQ�WKH�ERDUG�PHHWLQJ��

'XW\�RI�REHGLHQFH

1HDUO\�DOO�QRQ�SURILW�RUJDQL]DWLRQV�DUH�´SULYDWH�WULEXQDOVµ�² WKHVH�DUH�DXWRQRPRXV�
RUJDQL]DWLRQV�WKDW�KDYH�WKH�SRZHU�WR�ZULWH�UXOHV��PDNH�GHFLVLRQV�DQG�WDNH�DFWLRQV�WKDW�DIIHFW�
WKHLU�PHPEHUV�DQG�SDUWLFLSDQWV��/HJDOO\��SULYDWH�WULEXQDOV�DUH�UHFRJQL]HG�DV�KDYLQJ�D�
FRQWUDFWXDO�UHODWLRQVKLS�ZLWK�WKHLU�PHPEHUV��7KLV�UHODWLRQVKLS�LV�GHILQHG�LQ�WKH�
RUJDQL]DWLRQ·V�JRYHUQLQJ�GRFXPHQWV��ZKLFK�LQFOXGH�LWV�FRQVWLWXWLRQ��E\ODZV��SROLFLHV��UXOHV�
DQG�UHJXODWLRQV��

'LUHFWRUV�KDYH�D�GXW\�WR�FRPSO\�ZLWK�WKH�RUJDQL]DWLRQ·V�JRYHUQLQJ�GRFXPHQWV��DQG�WR�
HQVXUH�WKDW�VWDII�DQG�FRPPLWWHHV�RI�WKH�RUJDQL]DWLRQ�GR�DV�ZHOO��2YHU�WLPH��RUJDQL]DWLRQV�
PD\�PRYH�DZD\�IURP�WKHLU�OHJDO�SXUSRVH�DQG�SROLFLHV�PD\�EHFRPH�RXW�RI�GDWH�DQG�QR�ORQJHU�
UHIOHFW�WKH�SUDFWLFHV�RI�WKH�RUJDQL]DWLRQ��7KH�GXW\�RI�REHGLHQFH�H[WHQGV�WR�HQVXULQJ�WKDW�
JRYHUQLQJ�GRFXPHQWV�UHPDLQ�FXUUHQW�DQG�DFFXUDWH��DQG�RYHUVHHLQJ�WKH�SURFHVV�WKDW�LV�XVHG�
WR�DPHQG�DQG�XSGDWH�JRYHUQLQJ�GRFXPHQWV�

'LUHFWRUV�DOVR�KDYH�D�GXW\�WR�REH\�H[WHUQDO ODZV�DQG�UXOHV�WKDW�DUH�LPSRVHG�XSRQ�
RUJDQL]DWLRQV��$�ZLGH�JDPXW�RI�ODZV�DQG�VWDWXWHV�DSSO\�WR�FRUSRUDWLRQV�DQG�LQGLYLGXDOV��WKH�
REHGLHQW�GLUHFWRU�HQVXUHV�WKDW�WKH�RUJDQL]DWLRQ�FRPSOLHV�ZLWK�WKHVH��,Q�SDUWLFXODU��DQ�
RUJDQL]DWLRQ�WKDW�LV�DQ�HPSOR\HU�KDV�PDQ\�VWDWXWRU\�UHVSRQVLELOLWLHV�WR�LWV�HPSOR\HHV��7KHVH�
UHVSRQVLELOLWLHV�LQFOXGH�SD\LQJ�ZDJHV��SURYLGLQJ�SDLG�WLPH�RII�IRU�KROLGD\V��PDNLQJ�
GHGXFWLRQV�IURP�ZDJHV�DQG�UHPLWWLQJ�WKHVH�WR�WKH�JRYHUQPHQW��SURYLGLQJ�D�VDIH�ZRUNSODFH�
DQG�SURWHFWLQJ�HPSOR\HHV�IURP�GLVFULPLQDWLRQ�DQG�KDUDVVPHQW�

�� /LDELOLW\�RI�GLUHFWRUV

$�GLUHFWRU�ZKR�IDLOV�WR�IXOILOO�KLV�RU�KHU�GXWLHV�DV�RXWOLQHG�DERYH�PD\�EH�OLDEOH��7KH�WHUP�
´OLDELOLW\µ�UHIHUV�WR�WKH�UHVSRQVLELOLW\�IRU�WKH�FRQVHTXHQFHV�RI�FRQGXFW�WKDW�IDLOV�WR�PHHW�D�
SUH�GHWHUPLQHG�OHJDO�VWDQGDUG��8VXDOO\��WKH�WHUP�´FRQVHTXHQFHVµ�UHIHUV�WR�GDPDJH�RU�ORVV�
H[SHULHQFHG�E\�VRPHRQH��DQG�EHLQJ�UHVSRQVLEOH�IRU�VXFK�FRQVHTXHQFHV�PHDQV�KDYLQJ�WR�
SD\�ILQDQFLDO�FRPSHQVDWLRQ��

/LDELOLW\�DULVHV�LQ�WKH�IROORZLQJ�WKUHH�VLWXDWLRQV�

�� 6WDWXWH��� D�ODZ�LV�EURNHQ��7KH�FRQVHTXHQFHV�DUH�SD\PHQW�RI�D�ILQH��KDYLQJ�UHVWULFWLRQV�
SODFHG�RQ�RQH·V�ULJKWV�RU�SULYLOHJHV��RU�LPSULVRQPHQW��
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�� &RQWUDFW��� $�FRQWUDFW�LV�EUHDFKHG�RU�YLRODWHG��ZKHUH�D�FRQWUDFW�LV�D�OHJDOO\�HQIRUFHDEOH�
SURPLVH�EHWZHHQ�WZR�RU�PRUH�SDUWLHV��7KH�FRQVHTXHQFHV�DUH�FRUUHFWLQJ�WKH�EUHDFK�
WKURXJK�VRPH�IRUP�RI�SHUIRUPDQFH�RU�VHUYLFH��RU�ILQDQFLDO�FRPSHQVDWLRQ

�� 7RUW�² DQ�DFW��RU�D�IDLOXUH�WR�DFW��ZKHWKHU�LQWHQWLRQDOO\�RU�XQLQWHQWLRQDOO\��FDXVHV�LQMXU\�RU�
GDPDJH�WR�DQRWKHU�SHUVRQ��7KH�FRQVHTXHQFHV�DUH�SD\PHQW�RI�D�UHPHG\�LQ�WKH�IRUP�RI�
ILQDQFLDO�FRPSHQVDWLRQ�

5HJDUGLQJ�VWDWXWHV��WKHUH�DUH�D�YDULHW\�RI�IHGHUDO�DQG�SURYLQFLDO�VWDWXWHV�WKDW�LPSRVH�OLDELOLW\�
RQ�GLUHFWRUV�LQ�VSHFLILF�FLUFXPVWDQFHV�UHODWLQJ�WR�PDQDJLQJ�WKH�DIIDLUV�RI�WKH�RUJDQL]DWLRQ��
7KXV��GLUHFWRUV�KDYH�VSHFLILF�VWDWXWRU\�REOLJDWLRQV�UHODWLQJ�WR�

x 7KH�HOHFWLRQ�DQG�DSSRLQWPHQW�RI�GLUHFWRUV�DQG�RIILFHUV
x &DOOLQJ�PHHWLQJV�RI�PHPEHUV
x 3D\LQJ�WD[HV�WR�JRYHUQPHQW�DQG�VXEPLWWLQJ�HPSOR\PHQW�UHODWHG�UHPLWWDQFHV
x .HHSLQJ�PLQXWHV�RI�PHHWLQJV�RI�GLUHFWRUV�DQG�PHPEHUV
x 5HSRUWLQJ�DQG�GLVFORVLQJ�SUHVFULEHG�LQIRUPDWLRQ�DERXW�WKH�FRUSRUDWLRQ�WR�

DXWKRULWLHV
x 3D\LQJ�ZDJHV�DQG�VDODULHV
x 0DLQWDLQLQJ�D�VDIH�ZRUNSODFH
x $FWLYLWLHV�RI�WKH�RUJDQL]DWLRQ�WKDW�FDXVH�SROOXWLRQ�RU�RWKHU�HQYLURQPHQWDO�GDPDJH

5HJDUGLQJ�FRQWUDFWV��GLUHFWRUV�DUH�UHVSRQVLEOH�IRU�HQVXULQJ�WKDW�WKH�RUJDQL]DWLRQ·V�
FRQWUDFWXDO�REOLJDWLRQV�DUH�IXOILOOHG��7KLV�LQFOXGHV�FRQWUDFWV�ZLWK�HPSOR\HHV�DQG�
LQGHSHQGHQW�FRQWUDFWRUV�

5HJDUGLQJ�WRUWV��GLUHFWRUV�DUH�UHVSRQVLEOH�IRU�HQVXULQJ�WKDW�WKH\��DV�ZHOO�DV�WKH�
RUJDQL]DWLRQ·V�YROXQWHHUV�DQG�VWDII��GR�QRW�EHKDYH�QHJOLJHQWO\��1HJOLJHQFH�UHIHUV�WR�WKH�GXW\�
WKDW�ZH�DOO�KDYH�WR�HQVXUH�WKH�VDIHW\�RI�WKRVH�SHUVRQV�DIIHFWHG�E\�RXU�DFWLRQV��'LUHFWRUV��
YROXQWHHUV�DQG�VWDII�DUH�DW�DOO�WLPHV�H[SHFWHG�WR�DFW�LQ�D�UHDVRQDEO\ GLOLJHQW�DQG�VDIHW\�
FRQVFLRXV�PDQQHU�VR�WKDW�RWKHUV�DIIHFWHG�E\�RXU�DFWLRQV��IHOORZ�HPSOR\HHV��YROXQWHHUV��
SDUWLFLSDQWV��FOLHQWV��WKH�SXEOLF��ZLOO�QRW�IDFH�DQ�XQUHDVRQDEOH�ULVN�RI�KDUP��

7KH�FRQFHSW�RI�QHJOLJHQFH�DOVR�DSSOLHV�WR�´ZURQJIXO�DFWVµ�² WKHVH�DUH�HUURUV��RPLVVLRQV��
DFWLRQV�RU�GHFLVLRQV�WKDW�KDUP�RWKHUV��QRW�WKURXJK�GDPDJLQJ�WKHLU�SURSHUW\�RU�WKHLU�SK\VLFDO�
SHUVRQ��EXW�WKURXJK�LQWHUIHULQJ�ZLWK�WKHLU�ULJKWV��RSSRUWXQLWLHV�RU�SULYLOHJHV��:URQJIXO�DFWV�
UHODWH�SULPDULO\�WR�KRZ�GLUHFWRUV�JRYHUQ�WKH�RUJDQL]DWLRQ��PDQDJH�LWV�IXQGV��VXSHUYLVH�LWV�
VWDII�DQG�PDNH�GHFLVLRQV�WKDW�DIIHFW�PHPEHUV��FOLHQWV�DQG�WKH�SXEOLF�

,W�LV�FOHDU��WKHQ��WKDW�YROXQWHHU�GLUHFWRUV�WDNH�RQ�D�UDQJH�RI�OHJDO�UHVSRQVLELOLWLHV�DQG�IDFH�
PDQ\�SRWHQWLDO�OLDELOLWLHV��7KLV�FDQ�EH�TXLWH�GDXQWLQJ��5HFRJQL]LQJ�WKLV��LW�LV�DOPRVW�XQLYHUVDO�
SUDFWLFH�IRU�QRQ�SURILW�RUJDQL]DWLRQV�WR�´LQGHPQLI\µ�WKHLU�GLUHFWRUV�IRU�OLDELOLWLHV�WKDW�WKH\�
PLJKW�LQFXU�LQ�FDUU\LQJ�RXW�WKHLU�GXWLHV�DV�D�GLUHFWRU��7R�´LQGHPQLI\µ�PHDQV�WR�SXW�VRPHRQH�
EDFN�LQ�WKH�VDPH�ILQDQFLDO�SRVLWLRQ�DV�WKH\�ZHUH�LQ�EHIRUH��$Q�LQGHPQLILHG�GLUHFWRU�ZRXOG�EH�
FRPSHQVDWHG�IRU�OHJDO�IHHV��ILQHV�WKDW�ZHUH�SDLG�XQGHU�D�VWDWXWH��D�ILQDQFLDO�VHWWOHPHQW�WKDW�
UHVXOWHG�IURP�D�ODZVXLW�RU�DQ\�RWKHU�OHJDO�REOLJDWLRQ�WKDW�D�GLUHFWRU�ZDV�UHTXLUHG�WR�IXOILOO��
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,QFRUSRUDWHG�RUJDQL]DWLRQV�DUH�UHTXLUHG�E\�ODZ�WR�LQGHPQLI\�WKHLU�GLUHFWRUV�IRU�VXFK�ORVVHV��
7KHUH�LV�QR�VXFK�REOLJDWLRQ�LPSRVHG�XSRQ�XQLQFRUSRUDWHG�JURXSV��EXW�PRVW�JURXSV�GR�RIIHU�
LQGHPQLWLHV�EHFDXVH�LW�JRRG�SROLF\�WR�GR�VR��.HHS�LQ�PLQG��KRZHYHU��WKDW�WKH�
LQGHPQLILFDWLRQ�LV�RQO\�DV�JRRG�DV�WKH�RUJDQL]DWLRQ·V�ILQDQFLDO�DELOLW\�WR�SD\�LW��7KLV�LV�ZKHUH�
LQVXUDQFH�FRPHV�LQ�² DQG�LW�LV�GLVFXVVHG�LQ�VHFWLRQ���

�� $YRLGLQJ�OLDELOLW\�WKURXJK�ULVN�PDQDJHPHQW

7KHUH�LV�ULVN�LQKHUHQW�LQ�HYHU\WKLQJ�ZH�GR� 9ROXQWHHUV��HPSOR\HHV�DQG�GLUHFWRUV�RI�
RUJDQL]DWLRQV�PXVW�DOZD\V�EH�PLQGIXO�RI�ULVNV�² WKLV�PHDQV�H[DPLQLQJ�VLWXDWLRQV�FDXWLRXVO\�
DQG�WKLQNLQJ�DKHDG�DERXW�WKH�SRWHQWLDO�FRQVHTXHQFHV�RI�GHFLVLRQV�DQG�DFWLRQV��0RVW�SHRSOH�
PDQDJH�ULVNV�PRVW�RI�WKH�WLPH��DQG�WKH\�GR�VR�LQVWLQFWLYHO\��+RZHYHU��LW�LV�DOZD\V�D�JRRG�
LGHD�WR�WDNH�VWHSV�RXUVHOYHV��DQG�WR�HQFRXUDJH�RWKHUV��WR�WKLQN�DERXW�ULVNV�DQG�ULVN�
PDQDJHPHQW�PRUH�V\VWHPDWLFDOO\��

7KH�SURFHVV�RI�ULVN�PDQDJHPHQW�LV�D�VLPSOH�WKUHH�SDUW�DFWLYLW\��,W�LQYROYHV�

�� )LUVW��ORRNLQJ�DW�D�VLWXDWLRQ�DQG�DVNLQJ�ZKDW�FDQ�JR�ZURQJ�DQG�ZKDW�KDUP�FRXOG�UHVXOW"
�� 6HFRQG��LGHQWLI\LQJ�SUDFWLFDO�PHDVXUHV�ZH�FDQ�WDNH�WR�NHHS�VXFK�KDUP�IURP�RFFXUULQJ�
�� 7KLUG��LI�KDUP�GRHV�RFFXU��LGHQWLI\LQJ�SUDFWLFDO�PHDVXUHV�ZH�FDQ�WDNH�WR�PLWLJDWH�LWV�

LPSDFWV�DQG�SD\�IRU�DQ\�UHVXOWLQJ�GDPDJH�RU�ORVVHV�

7KH�SUDFWLFDO�PHDVXUHV�WKDW�FDQ�EH�XVHG�WR�PDQDJH�ULVNV�IDOO�LQWR�IRXU�FDWHJRULHV�

x $VVXPH�WKH�ULVN�² GHFLGH�WKDW�WKH�ULVN�LV�PLQRU�DQG�GR�QRWKLQJ
x 5HGXFH�WKH�ULVN�² ILQG�ZD\V�WR�FKDQJH�SHRSOH·V�EHKDYLRXU�RU�WKH�HQYLURQPHQW�LQ�

ZKLFK�SHRSOH�ZRUN�VR�WKDW�WKH�GHJUHH�RI�ULVN�LV�UHGXFHG
x $YRLG�WKH�ULVN�² FKRRVH�QRW�WR�GR�VRPHWKLQJ
x 7UDQVIHU�WKH�ULVN�² DFFHSW�WKH�ULVN�EXW�WUDQVIHU�WKH�OLDELOLW\�DVVRFLDWHG�ZLWK�LW�WR�

VRPHRQH�HOVH�WKURXJK�D�ZULWWHQ�FRQWUDFW

(YHU\�RUJDQL]DWLRQ�ZLOO�IDFH�GLIIHUHQW�ULVNV�DQG�ZLOO�SODQ�DQG�LPSOHPHQW�GLIIHUHQW�PHDVXUHV�
WR�GHDO�ZLWK�WKHVH�ULVNV��7KH�SUDFWLFH�RI�ULVN�PDQDJHPHQW�LV�EDVHG�LQ�ODUJH�SDUW�RQ�FRPPRQ�
VHQVH�DQG�LV�OLQNHG�WR�WKH�FRQFHSW�RI�´VWDQGDUG�RI�FDUHµ��EHFDXVH�WKH�PHDVXUHV�WKH DUH�WDNHQ�
WR�PDQDJH�ULVNV�DUH�XVXDOO\�WKRVH�ZRXOG�EH�WDNHQ�E\�DQ\�RWKHU�SUXGHQW�DQG�UHDVRQDEOH�
SHUVRQ��KDYLQJ�WKH�VDPH�VNLOOV��NQRZOHGJH�DQG�H[SHULHQFH�DV�RXUVHOYHV��7KHVH�PHDVXUHV�ZLOO�
WHQG�WR�UHYROYH�DURXQG�WUDLQLQJ�DQG�HGXFDWLQJ�VWDII�DQG�YROXQWHHUV��HQIRUFLQJ�UHDVRQDEOH�
UXOHV��LQVSHFWLQJ�DQG�PDLQWDLQLQJ�IDFLOLWLHV�DQG�HTXLSPHQW��VFUHHQLQJ�DQG�VXSHUYLVLQJ�VWDII��
SURSHUO\�GRFXPHQWLQJ�PHHWLQJV�DQG�GHFLVLRQV��DQG�PHHWLQJ�DOO�VWDWXWRU\�UHSRUWLQJ�
UHTXLUHPHQWV��

7KH�ILQDO�VHFWLRQ�RI�WKLV�KDQGERRN�SURYLGHV�VRPH�SUDFWLFDO�PHDVXUHV�WKDW�RUJDQL]DWLRQV��DQG�
LQGLYLGXDO�GLUHFWRUV�WKHPVHOYHV��FDQ�WDNH�WR�PDQDJH�WKH�ULVNV�DQG�OLDELOLWLHV�IDFHG�E\�D�
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GLUHFWRU��7KH�QH[W�VHFWLRQ�GHDOV�ZLWK�LQVXUDQFH�² D�FRPPRQ�ULVN�PDQDJHPHQW�PHDVXUH�DQG�
RQH�WKDW�LV�SDUWLFXODUO\�LPSRUWDQW LQ�PLQLPL]LQJ�ZLWK�GLUHFWRU·V�OLDELOLW\�

�� 'LUHFWRUV�DQG�RIILFHUV�OLDELOLW\�LQVXUDQFH

,QVXUDQFH�LV�RQH�RI�PDQ\�WHFKQLTXHV�XVHG�WR�PDQDJH�ULVNV�² LW�LQYROYHV�WUDQVIHUULQJ�WKH�
OLDELOLW\�DVVRFLDWHG�ZLWK�D�ULVN�WR�DQRWKHU�SDUW\�E\�PHDQV�RI�D�ZULWWHQ�FRQWUDFW��,Q�WKH�FDVH�RI�
LQVXUDQFH��WKH�SDUW\�WKDW�WKH�ULVN�LV�WUDQVIHUUHG�WR�LV�WKH�LQVXUDQFH�FRPSDQ\��DQG�WKH�ZULWWHQ�
FRQWUDFW�LV�WKH�LQVXUDQFH�SROLF\��7UDQVIHUULQJ�ULVNV�WKURXJK�ZULWWHQ�FRQWUDFWV�LV�D�YHU\�
FRPPRQ�EXVLQHVV�SUDFWLFH��

'LUHFWRUV�DQG�RIILFHUV�LQVXUDQFH�LV�OLNH�JHQHUDO�OLDELOLW\�LQVXUDQFH��DQG�FRYHUV�FRVWV�WKDW�WKH�
GLUHFWRUV�DQG�RIILFHUV�RI�DQ�RUJDQL]DWLRQ�PLJKW�EHFRPH�OHJDOO\�REOLJDWHG�WR�SD\�DV�D�UHVXOW�
RI�GDPDJHV�WR�DQRWKHU�SDUW\��+RZHYHU��XQOLNH�D�JHQHUDO�OLDELOLW\�LQVXUDQFH�SROLF\�WKDW�FRYHUV
ORVVHV�DULVLQJ�IURP�SK\VLFDO�LQMXU\�RU�SURSHUW\�GDPDJH��GLUHFWRUV�DQG�RIILFHUV�OLDELOLW\�
LQVXUDQFH�FRYHUV�RQO\�WKRVH�ORVVHV�DULVLQJ�IURP�WKH�GLUHFWRU·V�RZQ�´ZURQJIXO�DFWVµ��

,Q�VXFK�DQ�LQVXUDQFH�SROLF\��D�ZURQJIXO�DFW�LV�GHILQHG�DV�DQ�HUURU��PLVVWDWHPHQW��PLVOHDGLQJ�
VWDWHPHQW��DFW��RPLVVLRQ�RU�RWKHU�EUHDFK�RI�GXW\�E\�DQ�LQVXUHG�SHUVRQ�LQ�KLV�RU�KHU�LQVXUHG�
FDSDFLW\��7KH�SXUSRVH�RI�WKLV�LQVXUDQFH�LV�WR�SURYLGH�WKH�ILQDQFLDO�EDFNLQJ�IRU�WKH�LQGHPQLW\�
WKDW�WKH�RUJDQL]DWLRQ�SURYLGHV�WR�LWV�GLUHFWRUV��'LUHFWRUV�DQG�RIILFHUV�OLDELOLW\�LQVXUDQFH�LV�D�
IDLUO\�UHFHQW�ULVN�H[SRVXUH�IRU�PDQ\�QRQ�SURILW�RUJDQL]DWLRQV��7KH�ULVN�LV�QRW�VR�PXFK�WKDW�D�
GLUHFWRU�ZLOO�EH�IRXQG�JXLOW\�RI�D�ZURQJIXO�DFW��EXW�VLPSO\�WKDW�WKHUH�ZLOO�EH�DQ�DOOHJDWLRQ�RI�D�
ZURQJIXO�DFW��)HZ�FODLPV DJDLQVW�GLUHFWRUV�DUH�VXEVWDQWLDWHG�DQG�HYHQ�IHZHU�RI�WKHVH�UHVXOW�
LQ�ODUJH�ILQDQFLDO�DZDUGV��EXW�WKH�FRVW�RI�GHIHQGLQJ�DQ\�FODLP�FDQ�EH�VLJQLILFDQW��7KLV�LV�
ZKHUH�WKLV�LQVXUDQFH�WHQGV�WR�SURYH�LWV�YDOXH��

'LUHFWRUV�DQG�RIILFHUV�LQVXUDQFH�SROLFLHV�YDU\��DQG�WKHUH�LV�QR�VWDQGDUG�OHYHO�RI�FRYHUDJH��
,PSRUWDQWO\��PDQ\�RI�WKHVH�SROLFLHV�H[FOXGH�FRYHUDJH�IRU�

x 'LUHFWRUV�DFWLQJ�RXWVLGH�WKH�VFRSH�RI�WKHLU�GXWLHV�DV�WKH\�DUH�GHVFULEHG�LQ�WKLV�
KDQGERRN��LQFOXGLQJ�DQ\�DFWLRQV�WKDW�DUH�GLVKRQHVW��IUDXGXOHQW�RU�FULPLQDO

x %UHDFK�RI�FRQWUDFW��LQFOXGLQJ�ZURQJIXO�GLVPLVVDO�RI�HPSOR\HHV
x )LQHV�DQG�SHQDOWLHV�XQGHU�D�VWDWXWH�RU�UHJXODWLRQ
x &RPSODLQWV�XQGHU�D�KXPDQ�ULJKWV�FRGH��LQFOXGLQJ�D�FRPSODLQW�RI�GLVFULPLQDWLRQ��

KDUDVVPHQW�RU�VH[XDO�KDUDVVPHQW

,QVXUDQFH�LV�D�FRPSOH[�VXEMHFW��DQG�GLUHFWRUV�DQG�RIILFHUV�LQVXUDQFH�LV�HVSHFLDOO\�VR��)RU�
PRUH�LQIRUPDWLRQ�RQ�WKLV�VXEMHFW��FRQVXOW�ZLWK�D�ODZ\HU�RU�DQ�LQVXUDQFH�UHSUHVHQWDWLYH��

�� ,QFRUSRUDWLRQ

,Q�WKLV�KDQGERRN��RUJDQL]DWLRQV�KDYH�EHHQ�GHVFULEHG�DV�EHLQJ�HLWKHU�LQFRUSRUDWHG�RU�QRW�
LQFRUSRUDWHG��0DQ\�DVVRFLDWLRQV��VRFLHWLHV��FRPPXQLW\�JURXSV�DQG�VSRUW�FOXEV�DUH�QRW�
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LQFRUSRUDWHG�DQG�WKXV�KDYH�QR�OHJDO�VWDWXV��<HW�WKH�OHJDO�VWDWXV�RI�DQ�RUJDQL]DWLRQ�FDQ�KDYH�
D�VLJQLILFDQW�HIIHFW�RQ�WKH�SRWHQWLDO�OLDELOLW\�RI�GLUHFWRUV��DV�GHVFULEHG�EHORZ�

7KH�LQFRUSRUDWLRQ�RI�DQ�RUJDQL]DWLRQ�XQGHU�D�IHGHUDO�RU�SURYLQFLDO�VWDWXWH�HVWDEOLVKHV�WKH�
RUJDQL]DWLRQ�DV�D�OHJDO�HQWLW\��DOPRVW�DQ�´DUWLILFLDO�SHUVRQµ��WKDW�H[LVWV�LQGHSHQGHQWO\�DV�
VHSDUDWH�DQG�GLVWLQFW�IURP�LWV�PHPEHUV��7KLV�OHJDO�HQWLW\�FDQ�

x 2ZQ�SURSHUW\�LQ�LWV�RZQ�QDPH
x $FTXLUH�ULJKWV��REOLJDWLRQV�DQG�UHVSRQVLELOLWLHV
x (QWHU�LQWR�FRQWUDFWV�DQG�DJUHHPHQWV
x 6XH�DQG�EH�VXHG�DV�LI�LW�ZDV�D�UHDO�SHUVRQ

$Q�XQLQFRUSRUDWHG�RUJDQL]DWLRQ�LV�QRW�D�VHSDUDWH�OHJDO�HQWLW\�DQG�KDV�QR�OHJDO�VWDWXV�DSDUW�
IURP�WKDW�RI�LWV�PHPEHUV��:KLOH�FDUU\LQJ�RXW�WKHLU�GXWLHV�RQ�EHKDOI�RI�WKH�PHPEHUV��
GLUHFWRUV�FDQ�EH�KHOG�SHUVRQDOO\�DQG�MRLQWO\�OLDEOH�IRU�WKH�DFWLYLWLHV�RI�WKH�RUJDQL]DWLRQ��)RU�
H[DPSOH��DQ�XQLQFRUSRUDWHG�HQWLW\�FDQQRW�HQWHU�LQWR�FRQWUDFWV�RI�LWV�RZQ��VR�WKH�GLUHFWRUV�RU�
RIILFHUV�ZKR�H[HFXWH�WKH�FRQWUDFW�RQ�EHKDOI�RI�WKH�RUJDQL]DWLRQ�PLJKW�EH�KHOG�WR�WKDW�
FRQWUDFW�LQ�WKHLU�SHUVRQDO�FDSDFLWLHV��/LNHZLVH��D�WKLUG�SDUW\�FDQQRW�VXH�WKH�RUJDQL]DWLRQ��DV�
LW�LV�QRW�D�OHJDO�HQWLW\��EXW�FDQ��DQG�OLNHO\�ZRXOG��VXH�WKH�GLUHFWRUV�FROOHFWLYHO\�DQG�
LQGLYLGXDOO\�

$Q�LQFRUSRUDWHG�RUJDQL]DWLRQ�RIIHUV�GLUHFWRUV�WKH�SURWHFWLRQ�RI�ZKDW�LV�WHUPHG�WKH�
´FRUSRUDWH�YHLOµ��$V�D�VHSDUDWH�OHJDO�HQWLW\��WKH�RUJDQL]DWLRQ�LV�RQH�VWHS�UHPRYHG�IURP�WKH�
GLUHFWRUV�DQG�PHPEHUV��/DZVXLWV�PXVW�EH�EURXJKW�DJDLQVW�WKH�FRUSRUDWLRQ��DQG�GLUHFWRUV�RI�
VXFK�FRUSRUDWLRQV�DUH��WR�D�ODUJH�H[WHQW��SURWHFWHG�IURP�OLDELOLW\�IRU�DFWLRQV�WKH\�WRRN�LQ�
WKHLU�FDSDFLW\�DV�GLUHFWRUV��

7KH�PLQRU�FRVWV�DQG�LQFRQYHQLHQFHV�RI�LQFRUSRUDWLRQ�DUH�IDU�RXWZHLJKHG�WKH�OLDELOLW\�
EHQHILWV�WKDW�VXFK�LQFRUSRUDWLRQ�SURYLGHV�WR�WKH�PHPEHUV�DQG�GLUHFWRUV��,QFRUSRUDWLRQ�FDQ�
VRPHWLPHV�EH�WKH�EHVW��VLPSOHVW�DQG�OHDVW�H[SHQVLYH�ULVN�PDQDJHPHQW�PHDVXUH�IRU�DQ�
RUJDQL]DWLRQ�WR�WDNH��

,QFRUSRUDWLRQ�QRWZLWKVWDQGLQJ��LW�PXVW�EH�QRWHG�WKDW�GLUHFWRUV�RI�FRUSRUDWLRQV�PD\�EH�KHOG�
SHUVRQDOO\�OLDEOH��LQ�WKHLU�FDSDFLWLHV�DV�GLUHFWRUV��IRU�XQSDLG�ZDJHV��KROLGD\�SD\��HPSOR\HH�
EHQHILWV�DQG�WD[HV��7KLV�LV�RI�FRQFHUQ�WR�GLUHFWRUV�RI�RUJDQL]DWLRQV�KDYLQJ�ODUJH�QXPEHUV�RI�
HPSOR\HHV��HVSHFLDOO\�LI�WKH�RUJDQL]DWLRQ�LV�H[SHULHQFLQJ�ILQDQFLDO�GLIILFXOWLHV�DQG�PD\�EH�
XQDEOH�WR�PHHW�SD\UROO�DQG�WD[�REOLJDWLRQV�

�� 3URWHFWLQJ�\RXUVHOI�DV�D�GLUHFWRU

7KHUH�LV�QR�VXEVWLWXWH�IRU�NQRZOHGJHDEOH�JRYHUQDQFH�DQG�WKRXJKWIXO�ULVN�PDQDJHPHQW��DQG�
WKH�RUJDQL]DWLRQ�WKDW�PDQDJHV�LWV�DIIDLUV�LQ�D�FRQVFLHQWLRXV�DQG�UHVSRQVLEOH�PDQQHU�ZLOO�
UHGXFH�LWV�GLUHFWRUV·�OLDELOLW\�ULVNV�FRQVLGHUDEO\��1RQHWKHOHVV��WKH�IROORZLQJ�SUDFWLFDO�WLSV�ZLOO�
EH�KHOSIXO�WR�DOO�GLUHFWRUV�
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%HIRUH�DFFHSWLQJ�D�GLUHFWRUVKLS�ZLWK�DQ�RUJDQL]DWLRQ��\RX�VKRXOG�

x 7KLQN�DERXW�\RXU�UHDVRQV�IRU�EHFRPLQJ�D�GLUHFWRU��%H�VXUH�\RX�KDYH�WKH�WLPH��
LQWHUHVW�DQG�FRPPLWPHQW�WR�GR�WKH�MRE�ZHOO�

x /HDUQ�DV�PXFK�DV�\RX�FDQ�DERXW�WKH�RUJDQL]DWLRQ��:KDW�LV�LWV�PLVVLRQ"�:KDW�
DFWLYLWLHV�GRHV�LW�XQGHUWDNH"�+RZ�LV�LW�SHUFHLYHG�LQ�WKH�FRPPXQLW\"

x $VN�IRU�D�ZULWWHQ�MRE�GHVFULSWLRQ�IRU�WKH�SRVLWLRQ�RI�GLUHFWRU��

x (GXFDWH�\RXUVHOI�DERXW�\RXU�OHJDO�GXWLHV�DV�D�GLUHFWRU��E\�UHDGLQJ�D�KDQGERRN�
VXFK�DV�WKLV�RQH�

x /RRN�DW�WKH�FRPSRVLWLRQ�RI�WKH�HQWLUH�ERDUG��DQG�VDWLVI\�\RXUVHOI�WKDW�LW�FDQ�
JRYHUQ�HIIHFWLYHO\�DQG�SURYLGH�FRPSHWHQW�GLUHFWLRQ�WR�FRPPLWWHHV��VWDII�DQG�
YROXQWHHUV�ZLWKLQ�WKH�RUJDQL]DWLRQ�

x &RQILUP�WKDW�WKH�RUJDQL]DWLRQ�LQGHPQLILHV�LWV�GLUHFWRUV��HLWKHU�WKURXJK�LWV�E\ODZV��
WKURXJK�SROLF\�RU�E\�PHDQV�RI�D�ZULWWHQ�FRQWUDFW��DQG�WKDW�LW�FDUULHV�GLUHFWRUV�DQG�
RIILFHUV�OLDELOLW\�LQVXUDQFH��$VN�DERXW�WKH�VFRSH�RI�FRYHUDJH�DQG�DQ\�H[FOXVLRQV�
WR�WKLV�LQVXUDQFH�

2QFH�\RX�KDYH�DFFHSWHG�D�GLUHFWRUVKLS��PDQDJLQJ�\RXU�SHUVRQDO�OLDELOLW\�ULVNV�LV�DQ�RQJRLQJ�
SURFHVV��7KH�IROORZLQJ�JXLGHOLQHV�ZLOO�KHOS�\RX�WR�WDNH�VWHSV�WR�PDQDJH�WKHVH�ULVNV�DV�WKH\�
UHODWH�WR�LVVXHV�VXFK�DV�SROLF\��ILQDQFHV��PHHWLQJV��SHUVRQQHO��DQG�WUDLQLQJ�

0HHWLQJV

x $WWHQG�PHHWLQJV��EH�SUHSDUHG�WR�GLVFXVV�WKH�LWHPV�RQ�WKH�DJHQGD�DQG�SDUWLFLSDWH�
IXOO\�LQ�GHFLVLRQ�PDNLQJ��

x 3URYLGH�\RXU�UHSRUWV�WR�WKH�ERDUG�LQ�ZULWWHQ�IRUP�
x (QVXUH�WKDW�PLQXWHV�UHIOHFW�DEVWHQWLRQV�IURP�YRWHV��YRWHV�IRU�DQG�YRWHV�DJDLQVW�

PRWLRQV��
x ,I�\RX�KDYH�DQ\�UHDO�RU�SHUFHLYHG�FRQIOLFW�RI�LQWHUHVW��GHFODUH�LW�ZKHQ�WKH�LVVXH�

ILUVW�DULVHV�DQG�GR�QRW�YRWH��SDUWLFLSDWH�LQ�RU LQIOXHQFH�WKH�GHFLVLRQ�PDNLQJ�
SURFHVV��+DYH�\RXU�GLVFORVXUH�UHFRUGHG�LQ�WKH�PHHWLQJ�PLQXWHV�

x 'RQ·W�UXVK�LPSRUWDQW�GHFLVLRQV��(QVXUH�WKDW�ERDUG�PHPEHUV�UHFHLYH�PHHWLQJ�
PDWHULDOV�LQ�DPSOH�WLPH�WR�GLJHVW�WKHP��,I�LPSRUWDQW�LQIRUPDWLRQ�LV�ODFNLQJ��
SRVWSRQH�WKH�GHFLVLRQ�XQWLO�WKLV�LQIRUPDWLRQ�FDQ�EH�REWDLQHG�

x .HHS�\RXU�RZQ�SHUVRQDO�FRSLHV�RI�NH\�GRFXPHQWDWLRQ�DQG�PLQXWHV�RI�
FRQWURYHUVLDO�PHHWLQJV�
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)LQDQFHV

x 7DNH�DQ�LQWHUHVW�LQ�ILQDQFHV�E\�UHYLHZLQJ�UHJXODU�ILQDQFLDO�UHSRUWV��DQG�DSSURYLQJ�
DQG�PRQLWRULQJ�WKH RUJDQL]DWLRQ·V�DQQXDO�EXGJHW�

x 8VH�D�SURIHVVLRQDO��LQGHSHQGHQW�DFFRXQWDQW�WR�SHUIRUP�DQ�DQQXDO�DXGLW�RI�WKH�
RUJDQL]DWLRQ·V�ILQDQFHV�

x .QRZ�ZKR�LV�DXWKRUL]HG�WR�VLJQ�FKHTXHV�DQG�IRU�ZKDW�DPRXQW�
x 'RQ·W�EH�VK\�DERXW�DVNLQJ�TXHVWLRQV�DQG�VHHNLQJ�FODULILFDWLRQ�RQ�ILQDQFLDO�

PDWWHUV�IURP�VWDII�
x :LWK�WKH�DVVLVWDQFH�RI�\RXU�DXGLWRU��GHYHORS�D�OLVW�RI�VWDWXWRU\�UHSRUWLQJ�

UHTXLUHPHQWV�DQG�DVVLJQ�D�VWDII�SHUVRQ�RU�GLUHFWRU�WR�PRQLWRU�WKDW�WKHVH�
UHTXLUHPHQWV�DUH�EHLQJ�IXOILOOHG�

&RQWUDFWV

x (QVXUH�WKDW�DOO�FRQWUDFWV�WKH�RUJDQL]DWLRQ�HQWHUV�LQWR�DUH�FDUHIXOO\�UHYLHZHG�E\�
VWDII�RU�E\�FRXQVHO�

x :KHQ�WKH�RUJDQL]DWLRQ�SDUWQHUV�ZLWK�RWKHU�HQWLWLHV�RQ�MRLQW�SURMHFWV��RU�HQWHUV�
LQWR�DJUHHPHQWV��EH�VXUH�WKDW�DOO�WHUPV�DQG�FRQGLWLRQV�DUH�FOHDUO\�H[SUHVVHG�LQ�D�
ZULWWHQ�FRQWUDFW�DQG�WKDW�ULVNV�DQG�OLDELOLWLHV�DUH�DSSURSULDWHO\�VKDUHG��

3ROLF\

x $VN�IRU�D�FRS\�RI�WKH�RUJDQL]DWLRQ·V�SROLF\�PDQXDO��,I�WKH�RUJDQL]DWLRQ�GRHVQ·W�
KDYH�D�SROLF\�PDQXDO��GHYHORS�D�ZRUN�SODQ�IRU�VWDII���RU�RWKHUV��DV�DSSURSULDWH��WR�
SUHSDUH�RQH�

x %H�IDPLOLDU�ZLWK�WKH�FRQWHQW�RI�WKH�RUJDQL]DWLRQ·V�FRQVWLWXWLRQ�DQG�E\ODZV��,I�WKH\�
DUH�RXW�RI�GDWH��RU�QR�ORQJHU�DGHTXDWHO\�UHIOHFW�WKH�PDQGDWH�DQG�DFWLYLWLHV�RI�WKH�
RUJDQL]DWLRQ��WKHQ�XQGHUWDNH�WR�XSGDWH�WKHP�

x 2Q�LPSRUWDQW�PDWWHUV�DQG�IRU�GHFLVLRQV�WKDW�KDYH�WKH�SRWHQWLDO�WR�DGYHUVHO\�DIIHFW�
VRPHRQH��HQVXUH�WKDW�WKH�RUJDQL]DWLRQ·V�SROLFLHV�DUH�DGKHUHG�WR�DV�ZULWWHQ��,I�WKH�
SROLF\�LV�XQVXLWDEOH�IRU�GHDOLQJ�ZLWK�WKH�SDUWLFXODU�FLUFXPVWDQFH��WKHQ�WDNH�VWHSV�
WR�FKDQJH�WKH�SROLF\�IRU�WKH�IXWXUH��

x &RPPLW�VWDII�DQG�YROXQWHHU�WLPH�DQG�ILQDQFLDO�UHVRXUFHV�WR�GHYHORSLQJ�ULVN�
PDQDJHPHQW�SROLFLHV��

3HUVRQQHO

x (QVXUH�WKDW�DOO�VWDII�DQG�YROXQWHHU�SRVLWLRQV�KDYH�ZULWWHQ�MRE�GHVFULSWLRQV��
x ,QVLVW�WKDW�RUJDQL]DWLRQ�GHYHORS�D�FOHDU�SHUVRQQHO�SROLF\�DQG�HQVXUH�WKDW�VWDII�

HYDOXDWLRQV�DUH�SHUIRUPHG�DW�OHDVW�DQQXDOO\�RU�DV�UHTXLUHG�E\�WKH�SROLF\�
x %H�VXUH�WKDW�VXLWDEOH�VFUHHQLQJ�PHDVXUHV�DUH�LQ�SODFH�IRU�WKRVH�VWDII�DQG�

YROXQWHHU�SRVLWLRQV�WKDW�LQYROYH�LQWHUDFWLRQ�ZLWK�\RXWK�RU�RWKHU�YXOQHUDEOH�
SHUVRQV�LQ�XQVXSHUYLVHG�VHWWLQJV��
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,QVXUDQFH�

x $VN IRU�FRSLHV�RI�WKH�RUJDQL]DWLRQ·V�LQVXUDQFH�SROLFLHV�DQG�EHFRPH�IDPLOLDU�ZLWK�
WKHLU�VFRSH�RI�FRYHUDJH�

x &RQVLGHU�DVNLQJ�WKH�LQVXUDQFH�EURNHU�WR�PHHW�ZLWK�WKH�%RDUG�DQG�PDNH�D�EULHI�
SUHVHQWDWLRQ�RQ�WKHVH�SROLFLHV�

7UDLQLQJ

x 6XSSRUW�SURIHVVLRQDO�GHYHORSPHQW�IRU�VWDII�DQG�WUDLQLQJ�IRU�YROXQWHHUV�
x (QFRXUDJH�WKH�ERDUG�WR�DOVR�HQJDJH�LQ�WUDLQLQJ��%ULQJ�LQ�D�ERDUG�GHYHORSPHQW�

LQVWUXFWRU�RU�D�IDFLOLWDWRU�WR�KHOS�WKH�ERDUG�LPSURYH�LWV�HIIHFWLYHQHVV��
x 2IIHU�ERDUG�PHPEHUV�WUDLQLQJ�RSSRUWXQLWLHV�LQ�DVVRFLDWLRQ�ZLWK�ERDUG�PHHWLQJV�

RU�DQQXDO�JHQHUDO�PHHWLQJV��
x &RPPLW�UHVRXUFHV�WR�WKH�GHYHORSPHQW�DQG�XSGDWLQJ�RI�ERDUG�DQG�VWDII�

RULHQWDWLRQ�PDWHULDOV��
x /HDYH�DVLGH�D�VKRUW�SRUWLRQ�RI�HYHU\�ERDUG�PHHWLQJ�WR�DOORZ�WKH�ERDUG�WR�HYDOXDWH�

LWV�HIIHFWLYHQHVV�LQ�FRQGXFWLQJ�WKH�PHHWLQJ�DQG�PDNLQJ�JRYHUQDQFH�GHFLVLRQV�

*HQHUDO

x ,I�WKH�RUJDQL]DWLRQ�LV�XQLQFRUSRUDWHG��FRQVLGHU�LQFRUSRUDWLRQ��$V�D�ULVN�
PDQDJHPHQW�PHDVXUH�LW�LV�ZHOO�ZRUWK�WKH�H[SHQVH�DQG�LQFRQYHQLHQFH��

x ,I�\RX�VXVSHFW�WKDW�VRPHWKLQJ�LVQ·W�ULJKW��JR�ZLWK�\RXU�LQWXLWLRQ�DQG FKHFN�LW�RXW��
%H�FXULRXV��5HPHPEHU��DV�D�GLUHFWRU�\RX�ZLOO�EH�KHOG�UHVSRQVLEOH�IRU�
FLUFXPVWDQFHV�DQG�VLWXDWLRQV�\RX�RXJKW�WR�KDYH�NQRZQ�DERXW��ZKHWKHU�RU�QRW�\RX�
DFWXDOO\�GLG�NQRZ�DERXW�WKHP�

x 'R�QRW�VSHDN�QHJDWLYHO\�DERXW�WKH�RUJDQL]DWLRQ�WR�WKH�SXEOLF��3XEOLFO\�VXSSRUW�
WKH�ERDUG·V�GHFLVLRQV��HYHQ�LI�\RX�PLJKW�KDYH�YRWHG�DJDLQVW�WKH�PDMRULW\�RI�
GLUHFWRUV��

x ,I�WKH�RUJDQL]DWLRQ�QHHGV�WR�GHDO�ZLWK�D�FRPSOH[�PDWWHU�LQ�ZKLFK�VWDII�RU�
GLUHFWRUV�ODFN�H[SHUWLVH��FRQVLGHU�WKH�VHUYLFHV�RI�DQ�RXWVLGH�SURIHVVLRQDO��IRU�
H[DPSOH��ODZ\HU��ILQDQFLDO�DGYLVRU��KXPDQ�UHVRXUFHV�FRQVXOWDQW��ULVN�
PDQDJHPHQW�VSHFLDOLVW��HQJLQHHU�

��� 6XPPDU\

7KHUH�DUH�WHQV�RI�WKRXVDQGV�RI�YROXQWDU\�RUJDQL]DWLRQV�DQG�FKDULWLHV�LQ�&DQDGD�WKDW�
XQGHUWDNH�LPSRUWDQW�ZRUN�LQ�HYHU\�FRPPXQLW\�LQ�WKH�FRXQWU\��7KRVH�LQ�OHDGHUVKLS�SRVLWLRQV�
LQ�WKH�YROXQWDU\�VHFWRU�DUH�WR�EH�DSSODXGHG�DQG�VXSSRUWHG�IRU�WKHLU�ZLOOLQJQHVV�WR�WDNH�RQ�
WKH�UHVSRQVLELOLWLHV�DVVRFLDWHG�ZLWK�GLUHFWRUVKLSV�DQG�WKH�FRUUHVSRQGLQJ�ULVNV��
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7KH�SXUSRVH�RI�WKLV�KDQGERRN�LV�WR�LQIRUP�GLUHFWRUV�RI�WKH�OHJDO�GLPHQVLRQV�RI�WKHLU�
YROXQWDU\�FRQWULEXWLRQ��,W�LV�RXU�YLHZ�WKDW�DQ�LQIRUPHG�GLUHFWRU�LV�D�PRUH�FRQILGHQW�DQG�
FRPSHWHQW�GLUHFWRU��

7KH�PRVW�ZLGHO\�DYDLODEOH��PRVW�HIIHFWLYH�DQG�OHDVW�H[SHQVLYH�ULVN�PDQDJHPHQW�WHFKQLTXH�LV�
FRPPRQ�VHQVH��9ROXQWDU\�RUJDQL]DWLRQV�FDQ�FDSLWDOL]H�RQ�WKLV�FRPPRQ�VHQVH�E\�UHFUXLWLQJ�
FDSDEOH�ERDUG�PHPEHUV�DQG�ZHOO�TXDOLILHG�VWDII��SURYLGLQJ�DQ�RULHQWDWLRQ�SURJUDP�IRU�DOO�
QHZ�SHRSOH��SXWWLQJ�RQ�SDSHU�FOHDU�MRE�GHVFULSWLRQV�DQG�VRXQG�SROLFLHV��VXSSRUWLQJ�
SURIHVVLRQDO GHYHORSPHQW�DW�DOO�OHYHOV�RI�WKH�RUJDQL]DWLRQ��DQG�FUHDWLQJ�DQ�RUJDQL]DWLRQDO�
FXOWXUH�WKDW�HPSKDVL]HV�DQG�UHZDUGV�ULVN�PDQDJHPHQW�WKLQNLQJ�DQG�EHKDYLRXU��

&RPPRQ�VHQVH�FDQ�EH�FKDUDFWHUL]HG�DV�DULVLQJ�IURP�WKH�PL[�RI�NQRZOHGJH�DQG�H[SHULHQFH��
0RVW�SHRSOH�EHFRPH�GLUHFWRUV�EHFDXVH�WKH\�KDYH�DEXQGDQW�H[SHULHQFH�ZLWK�WKH�RUJDQL]DWLRQ�
RU�WKH�FDXVH�WR�ZKLFK�LW�LV�FRPPLWWHG��RU�EHFDXVH�WKH\�IHHO�WKDW�WKH\�FDQ�EULQJ�SURIHVVLRQDO�
DQG�ZRUN�UHODWHG�H[SHULHQFH�WR�D�UHZDUGLQJ�YROXQWDU\�SRVLWLRQ��7KLV�H[SHULHQFH��FRXSOHG�
ZLWK�WKH�NQRZOHGJH�WKDW�FDQ�EH�JDLQHG�IURP�WKLV�KDQGERRN��ZLOO�ZHOO�HTXLS�GLUHFWRU�WR�
SHUIRUP�WKHLU�GXWLHV�HIIHFWLYHO\�DQG�FDSDEO\�


