
#7DEOH#RI#&RQWHQWV
&RQWHQWV
&KDSWHU#4#0#,QWURGXFWRU\#&RPPHQWV

'HFLVLRQ0PDNLQJ#3URFHVV#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #6

&RQWUDFW#$GPLQLVWUDWLRQ#DQG#/HDVLQJ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #8

)DLOXUH#WR#)ROORZ#/HJLVODWLRQ#DQG#3ROLFLHV#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #9

)DLOXUH#WR#+DYH#&RQWUDFWV#6LJQHG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #9

*RYHUQDQFH/#(QYLURQPHQW#DQG#3XEOLF#6DIHW\ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #:

3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #:

2SSRUWXQLW\#IRU#3XEOLF#$FFRXQWV#&RPPLWWHH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #;

2XU#2IILFH#3HUIRUPDQFH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #;

$FNQRZOHGJHPHQWV 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #;

&KDSWHU#5#0#'HSDUWPHQW#RI#WKH#(QYLURQPHQW#0#7LUH#6WHZDUGVKLS#3URJUDP
%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #44

6FRSH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #47

5HVXOWV#LQ#%ULHI #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #47

2EMHFWLYH#&4#0#3ODQQLQJ#DQG#,PSOHPHQWDWLRQ 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #48

2EMHFWLYH#&5#0#'2(·V#2YHUVLJKW#5ROH 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #4;

2EMHFWLYH#&6#0#3URWHFWLRQ#RI#WKH#3XEOLF #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #58

&KDSWHU#6#0#'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[
%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #66

6FRSH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #67

5HVXOWV#LQ#%ULHI #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #68

)LQDO#$XGLW#RI#&RQVXPSWLRQ#7D[#$FFRXQWV 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #69

&ROOHFWLRQ#RI#&RQVXPSWLRQ#7D[#$FFRXQWV #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #73

3HUIRUPDQFH#,QIRUPDWLRQ#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #79

%DFNORJ#RI#$FFRXQWV#WR#EH#:ULWWHQ#2II #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #7;

,QIRUPDWLRQ#IRU#)XWXUH#$FWLRQ 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #7<

*HQHUDO#&RQFOXGLQJ#&RPPHQWV#RQ#&ROOHFWLRQV #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #83

&KDSWHU#7#0#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO
%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #86

6FRSH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #87

5HVXOWV#LQ#%ULHI #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #88

7KH#'HFLVLRQ0PDNLQJ#3URFHVV#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #89

&RQFOXVLRQ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #97

+L,



&RQWHQWV
&KDSWHU#8#0#)UHGHULFWRQ00RQFWRQ#+LJKZD\

%DFNJURXQG #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #9:

6FRSH# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 9;

5HVXOWV#LQ#%ULHI#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 9;

'HWDLOHG#)LQGLQJV 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #:3

&RQFOXVLRQ 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #<9

$SSHQGL[#,#0#)UHGHULFWRQ00RQFWRQ#+LJKZD\#3URMHFW#&KURQRORJ\#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# <;

&KDSWHU#9#0#3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ
%DFNJURXQG #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #436

6FRSH #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #437

5HVXOWV#LQ#%ULHI#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 437

)LUVW#9DOXH0IRU00RQH\#$XGLWV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 437

)LUVW#*RYHUQPHQW0:LGH#6WXG\#RI#$QQXDO#5HSRUWV#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 438

1HZ#$QQXDO#5HSRUW#3ROLF\# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 439

9DOXH0IRU00RQH\#$XGLWV#$IWHU#3ROLF\#,PSOHPHQWHG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 43:

3HUIRUPDQFH#,QGLFDWRUV#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 43;

5HYLHZ#RI#$QQXDO#5HSRUWV#IRU#4<<:0<; 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #443

7KH#5ROH#RI#WKH#$QQXDO#5HSRUW#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 448

&KDSWHU#:#0#&RQWUDFW#$GPLQLVWUDWLRQ
%DFNJURXQG# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 44<

6FRSH# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 44<

5HVXOWV#LQ#%ULHI#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 454

*HQHUDO#2EVHUYDWLRQV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 455

)DPLO\#DQG#&RPPXQLW\#6RFLDO#6HUYLFHV#+)&66,#&RQWUDFWV##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 459

-DQLWRULDO#6HUYLFH#&RQWUDFWV #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 466

&KDSWHU#;#0#/HDVLQJ#RI#(TXLSPHQW
%DFNJURXQG #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #46<

6FRSH #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #474

5HVXOWV#LQ#%ULHI#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #475

&RPSOLDQFH#ZLWK#3ROLF\#$'09:34#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #475

$FFRXQWLQJ#&RQVLGHUDWLRQV 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 48:

&KDSWHU#<#0#*RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ
%DFNJURXQG# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 49:

6FRSH# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 49;

5HVXOWV#LQ#%ULHI#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 49<

'HWDLOHG#)LQGLQJV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4:3
+LL,



&RQWHQWV
&KDSWHU#43#0#5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG

%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #4<8

6FRSH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #4<:

5HVXOWV#LQ#%ULHI #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #4<:

6XEPLVVLRQ#5HTXLUHPHQWV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4<:

6XEPLVVLRQ#*XLGHOLQHV 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #4<;

$SSURYDO#3URFHVV 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4<<

0RQLWRULQJ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #538

&RQFOXVLRQ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #53:

&KDSWHU#44#0#)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #544

6FRSH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #544

5HVXOWV#LQ#%ULHI# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 545

'HSDUWPHQW#RI#$GYDQFHG#(GXFDWLRQ#DQG#/DERXU #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 546

'HSDUWPHQW#RI#(GXFDWLRQ#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 548

'HSDUWPHQW#RI#)LQDQFH #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #549

'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #555

'HSDUWPHQW#RI#-XVWLFH #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #558

'HSDUWPHQW#RI#1DWXUDO#5HVRXUFHV#DQG#(QHUJ\ 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #563

'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #566

'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #568

&KDSWHU#45#0#2IILFH#RI#WKH#$XGLWRU#*HQHUDO
%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #56<

2IILFH#5ROH#DQG#5HOHYDQFH#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #56<

3HUIRUPDQFH#,QGLFDWRUV #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #573

)LQDQFLDO#,QIRUPDWLRQ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #576

6WDII#5HVRXUFHV #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #577

([KLELW
6HFWLRQV#RI#WKH#$XGLWRU#*HQHUDO#$FW#UHOHYDQW#WR#WKH#UHVSRQVLELOLWLHV

RI#WKH#$XGLWRU#*HQHUDO 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 57:

+LLL,



#&KDSWHU#4
,QWURGXFWRU\#&RPPHQWV

&RQWHQWV

'HFLVLRQ0PDNLQJ#3URFHVV#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 6

&RQWUDFW#$GPLQLVWUDWLRQ#DQG#/HDVLQJ# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 8

)DLOXUH#WR#)ROORZ#/HJLVODWLRQ#DQG#3ROLFLHV#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 9

)DLOXUH#WR#+DYH#&RQWUDFWV#6LJQHG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 9

*RYHUQDQFH/#(QYLURQPHQW#DQG#3XEOLF#6DIHW\##1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 :

3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 :

2SSRUWXQLW\#IRU#3XEOLF#$FFRXQWV#&RPPLWWHH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 ;

2XU#2IILFH#3HUIRUPDQFH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 ;

$FNQRZOHGJHPHQWV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 ;



&KDSWHU#4 ,QWURGXFWRU\#&RPPHQWV

#,QWURGXFWRU\#&RPPHQWV
1.1 7KH#$QQXDO#5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#QRUPDOO\#LQFOXGHV#
FRPPHQWV#RQ#WKH#3URYLQFH·V#ILQDQFLDO#UHVXOWV/#DQG/#VWDUWLQJ#ODVW#\HDU/#D#
FKDSWHU#RQ#ILQDQFLDO#LQGLFDWRUV1#7KLV#\HDU/#GXH#WR#WKH#ODWHQHVV#LQ#
JRYHUQPHQW#FORVLQJ#WKH#DFFRXQWV#IRU#WKH#\HDU#HQGHG#64 0DUFK#4<<</#ZH#
ZHUH#QRW#DEOH#WR#LQFOXGH#VXFK#FRPPHQWV#LQ#WKLV#YROXPH1#:H#LQWHQG#WR#
SUHSDUH#D#9ROXPH#5/#ZKLFK#ZLOO#LQFOXGH#ILQDQFLDO#REVHUYDWLRQV/#DIWHU#WKH#
UHOHDVH#RI#WKH#3URYLQFH·V#ILQDQFLDO#VWDWHPHQWV1#:H#DOVR#SODQ#WR#LQFOXGH#LQ#
WKDW#YROXPH#WKH#ZRUN#ZH#DUH#ILQDOL]LQJ#RQ#IRRG#VHUYLFH#HVWDEOLVKPHQWV#
DQG#ZRUN#LQ#WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#RQ#WKH#SXUFKDVH#RI#
HQJLQHHULQJ#VHUYLFHV#DQG#WKH#PDQDJHPHQW#RI#URDG#FRQVWUXFWLRQ#PDWHULDOV#
LQYHQWRU\1

'HFLVLRQ0PDNLQJ#
3URFHVV

1.2 (YHU\#GD\#GHFLVLRQV#DUH#PDGH#E\#JRYHUQPHQW#WKDW#DIIHFW#WKH#
OLYHV#DQG#ZHOIDUH#RI#1HZ#%UXQVZLFNHUV1#'HFLVLRQV#DUH#PDGH#RQ#SXEOLF#
SROLF\#LVVXHV/#RSHUDWLRQDO#SURJUDPPLQJ#DQG#RQ#DGPLQLVWUDWLYH#PDWWHUV#
ZKLFK#KDYH#D#EHDULQJ#RQ#KRZ#WD[SD\HUV·#PRQH\#LV#VSHQW1#7D[SD\HUV#LQ#
JHQHUDO/#DQG#0HPEHUV#RI#WKH#/HJLVODWLYH#$VVHPEO\#LQ#SDUWLFXODU/#VKDUH#D#
FRPPRQ#JRDO#LQ#HQVXULQJ#WKDW#DOO#VXFK#GHFLVLRQV#DUH#WKH#EHVW#RQHV#WKDW#
FRXOG#KDYH#EHHQ#PDGH#DIWHU#D#FDUHIXO#FRQVLGHUDWLRQ#RI#DOWHUQDWLYHV1#,W#LV#
LPSRUWDQW#WKDW#GHFLVLRQV#DQG#WKH#SURFHVV#WKDW#OHG#WR#WKHP#DUH#GHIHQGDEOH#
DQG#UHDGLO\#H[SODLQHG1#$V#$XGLWRU#*HQHUDO/#,#DP#LQWHUHVWHG#LQ#WKH#
GHFLVLRQ0PDNLQJ#SURFHVV#EHFDXVH#RI#P\#PDQGDWH#WR#HQVXUH#WKDW#
WD[SD\HUV·#PRQH\#LV#EHLQJ#VSHQW#ZLWK#GXH#UHJDUG#WR#HFRQRP\#DQG#
HIILFLHQF\1#$#JRRG#GHFLVLRQ0PDNLQJ#SURFHVV#WKDW#GHOLYHUV#JRRG#GHFLVLRQV#
RQ#SROLFLHV/#SURJUDPV#DQG#SURFHGXUHV#ZLOO#JR#D#ORQJ#ZD\#LQ#HQVXULQJ#WKH#
REMHFWLYHV#RI#HFRQRP\#DQG#HIILFLHQF\#DUH#PHW1#

1.3 ,W#LV#LPSRUWDQW#WKDW#D#ULJRURXV#SURFHVV#EH#IROORZHG#WR#HQVXUH#WKDW#
JRYHUQPHQW#PDNHV#WKH#EHVW#GHFLVLRQV#SRVVLEOH/#DQG#LV#DFFRXQWDEOH#IRU#
WKHP1#'HFLVLRQV#VKRXOG#RQO\#EH#PDGH#DIWHU#D#FDUHIXO#FRQVLGHUDWLRQ#RI#
DOWHUQDWLYHV1#$OWHUQDWLYHV#VKRXOG#RQO\#EH#LGHQWLILHG#DIWHU#WKHUH#KDV#EHHQ#D#
FOHDU#XQGHUVWDQGLQJ#RI#WKH#LVVXH#EHLQJ#DGGUHVVHG1#$QG/#ILQDOO\/#DOO#
GHFLVLRQ#PDNHUV/#DW#ZKDWHYHU#OHYHO/#VKRXOG#EH#JLYHQ#WKH#EHVW#LQIRUPDWLRQ#
SRVVLEOH1#2QO\#WKHQ#VKRXOG#D#GHFLVLRQ#EH#PDGH1

1.4 +RZ#DUH#GHFLVLRQV#PDGH#LQ#JRYHUQPHQW"#$UH#WKH\#PDGH#RQO\#
DIWHU#SURIHVVLRQDO#VWDII#KDV#EHHQ#JLYHQ#WLPH#WR#DQDO\]H#RSWLRQV#DQG#EULQJ#
IRUZDUG#DQ#DSSURSULDWH#UHFRPPHQGDWLRQ"#2U#DUH#WKH\#PDGH#DW#D#KLJK#
OHYHO#ZLWKRXW#WKH#EHQHILW#RI#SURIHVVLRQDO#DQDO\VLV#DQG#DGYLFH"#$UH#
VROXWLRQV#GHYHORSHG#EHIRUH#WKHUH#LV#D#GHILQLWLRQ#RI#WKH#SUREOHP"#2U#LV#WKH#
SUREOHP#FOHDUO\#LGHQWLILHG#DQG#XQGHUVWRRG#EHIRUH#VROXWLRQV#DUH#
LGHQWLILHG"#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 6



,QWURGXFWRU\#&RPPHQWV &KDSWHU#4
1.5 2QH#WKHPH#RI#RXU#ZRUN#WKLV#\HDU#ZDV#WR#DFTXLUH#DQ#LQVLJKW#LQWR#
WKH#GHFLVLRQ0PDNLQJ#SURFHVV#LQ#JRYHUQPHQW1#$#QXPEHU#RI#WKH#SURMHFWV#
WKDW#ZH#DUH#UHSRUWLQJ#RQ#WKLV#\HDU#ZHUH#XQGHUWDNHQ#ZLWK#WKLV#LQ#PLQG1#:H#
ORRNHG#DW#KRZ#WKH#GHFLVLRQ#ZDV#PDGH#WR#LQWHJUDWH#WKH#([WUD00XUDO#
+RVSLWDO#ZLWK#WKH#HLJKW#UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV1#:H#H[DPLQHG#WKH#
SURFHVV#IROORZHG#E\#WKH#5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#LQ#GHFLGLQJ#
ZKLFK#SURMHFWV#DUH#WR#UHFHLYH#IXQGLQJ#IURP#WKH#(FRQRPLF#'HYHORSPHQW#
)XQG1#2XU#ZRUN#RQ#WKH#)UHGHULFWRQ00RQFWRQ#KLJKZD\#IRFXVHG#RQ#WKH#
JRYHUQPHQW·V#GHFLVLRQ#WR#VHOHFW#WKH#SXEOLF0SULYDWH#SDUWQHUVKLS#DSSURDFK#
WR#XQGHUWDNH#WKLV#SURMHFW1#,Q#DGGLWLRQ/#ZH#H[DPLQHG#WKH#TXDOLW\#RI#WKH#
DQDO\VLV#SHUIRUPHG#LQ#VXSSRUW#RI#GHFLVLRQV#WR#EX\#RU#OHDVH#YDULRXV#SLHFHV#
RI#HTXLSPHQW1#$QG#ZH#DOVR#H[DPLQHG#WKH#JRYHUQPHQW·V#GHFLVLRQ0PDNLQJ#
SURFHVV#WR#LPSOHPHQW#WKH#7LUH#6WHZDUGVKLS#3URJUDP1#

1.6 :H#IRXQG#WKH#LPSOHPHQWDWLRQ#RI#WKH#7LUH#6WHZDUGVKLS#3URJUDP#
WR#EH#DQ#H[DPSOH#RI#D#JRRG#GHFLVLRQ0PDNLQJ#SURFHVV1#7KH#SUREOHP#KDG#
EHHQ#FOHDUO\#LGHQWLILHG/#DOWHUQDWLYHV#ZHUH#FRQVLGHUHG#DQG#WKH#SURFHVV#ZDV#
ZHOO#GRFXPHQWHG1#

1.7 7KH#RWKHU#SURMHFWV#ZKLFK#ZH#ORRNHG#DW#UHYHDOHG#VRPH#
VKRUWFRPLQJV/#ZKLFK#OHG#XV#WR#FRQFOXGH#WKDW#WKHUH#LV#RSSRUWXQLW\#IRU#
LPSURYHPHQW1#)RU#LQVWDQFH/#WKH#REMHFWLYH#EHKLQG#WKH#GHFLVLRQ#WR#PHUJH#
WKH#([WUD00XUDO#+RVSLWDO#ZLWK#WKH#HLJKW#UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV#
ZDV#QRW#FOHDU1#:DV#WKH#UHDVRQ#WR#VDYH#PRQH\#RU#ZDV#LW#WR#LPSURYH#WKH#
FRQWLQXLW\#RI#KHDOWK#FDUH"#:KLOH#HLWKHU#UHDVRQ#PD\#EH#YDOLG/#GHSHQGLQJ#
RQ#WKH#RQH#VHOHFWHG/#GLIIHUHQW#VROXWLRQV#PLJKW#EH#GHYHORSHG1#$OWHUQDWLYHV#
WR#VDYH#PRQH\#PLJKW#GLIIHU#IURP#DOWHUQDWLYHV#WR#LPSURYH#WKH#FRQWLQXLW\#
RI#FDUH1#,Q#WKH#FDVH#RI#WKLV#SDUWLFXODU#GHFLVLRQ/#ZH#QRWHG#WKDW#QR#
DOWHUQDWLYHV#ZHUH#FRQVLGHUHG>#WKH#GHFLVLRQ#ZDV#VLPSO\#WR#DFFHSW#RU#UHMHFW#
WKH#GHFLVLRQ#WR#PHUJH1

1.8 ,Q#WKH#FDVH#RI#WKH#)UHGHULFWRQ00RQFWRQ#KLJKZD\/#ZH#QRWHG#WKDW#
FHUWDLQ#JRYHUQPHQW#REMHFWLYHV#ZHUH#NH\#LQ#WKH#SURFHVV#WKDW#OHG#WR#WKH#
VHOHFWLRQ#RI#WKH#SXEOLF0SULYDWH#SDUWQHUVKLS#DSSURDFK#WR#GHYHORSPHQW1#)RU#
LQVWDQFH/#WKH#REMHFWLYH#RI#DYRLGLQJ#DQ#LQFUHDVH#LQ#SURYLQFLDO#GHEW#UXOHG#
RXW#WKH#SRVVLELOLW\#RI#JRYHUQPHQW#XVLQJ#LWV#RZQ#ERUURZLQJ#SRZHU#DQG#LWV#
RZQ#IDYRXUDEOH#ILQDQFLQJ#UDWH#LQ#SXUVXLQJ#WKLV#SURMHFW1#:H#EHOLHYH#WKDW#
WKH#VHOHFWLRQ#RI#WKLV#REMHFWLYH#DQG#WKH#RWKHU#JRYHUQPHQW#REMHFWLYHV#WKDW#
KDG#D#EHDULQJ#RQ#WKH#SURMHFW#ZHUH#LQ#WKHPVHOYHV#WKH#UHVXOW#RI#YDULRXV#
GHFLVLRQV1#)RU#WKH#PRVW#SDUW#ZH#IRXQG#WKDW#WKHVH#GHFLVLRQV#ZHUH#PDGH#DW#
WKH#PLQLVWHULDO#OHYHO#DQG#ZH#ZHUH#XQDEOH#WR#ILQG#DQ\#GRFXPHQWDU\#
HYLGHQFH#RU#DQDO\VLV#IRU#WKH#REMHFWLYHV#FKRVHQ1#

1.9 7KH#%RDUG#RI#0DQDJHPHQW#PDNHV#DOO#GHFLVLRQV#ZLWK#UHVSHFW#WR#
ZKLFK#SURMHFWV#UHFHLYH#IXQGLQJ#IURP#WKH#(FRQRPLF#'HYHORSPHQW#)XQG/#
WKDW#LV#DGPLQLVWHUHG#E\#WKH#5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ1#:H#
IRXQG#WKH#UROH#RI#VWDII#DQG#GLUHFWRUV#RI#WKH#5HJLRQDO#'HYHORSPHQW#
&RUSRUDWLRQ/#DQG#WKH#2IILFH#RI#WKH#3UHPLHU/#FRQIXVLQJ#IURP#DQ#
7 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#4 ,QWURGXFWRU\#&RPPHQWV
DFFRXQWDELOLW\#VWDQGSRLQW#DQG#ZH#EHOLHYH#VLJQLILFDQW#LPSURYHPHQWV#FRXOG#
EH#PDGH#LQ#WKH#LQIRUPDWLRQ#JLYHQ#WR#WKH#GHFLVLRQ0PDNHUV1

1.10 2XU#ZRUN#LQ#WKH#DUHD#RI#OHDVLQJ#YHUVXV#SXUFKDVLQJ#RI#HTXLSPHQW#
UHYHDOHG#WKDW#LQ#VRPH#LQVWDQFHV#WKHUH#ZDV#QR#VXSSRUWLQJ#DQDO\VLV#IRU#WKH#
GHFLVLRQ1##$QG#LQ#RWKHUV#WKH#TXDOLW\#RI#WKH#DQDO\VLV#FRXOG#EH#LPSURYHG1

1.11 'XULQJ#RXU#ZRUN#ZH#ZHUH#SOHDVHG#WR#VHH#D#SXEOLFDWLRQ#WLWOHG#
3URFHGXUHV#0DQXDO#IRU#([HFXWLYH#&RXQFLO#'RFXPHQWV/#ZKLFK#VHWV#RXW#
WKH#SURFHGXUHV#WR#EH#IROORZHG#WR#HQVXUH#GHFLVLRQV#´DUH#EDVHG#RQ#D#
FRPSOHWH#NQRZOHGJH#RI#WKH#FLUFXPVWDQFHV#WKDW#QHFHVVLWDWH#D#GHFLVLRQ#DQG#
RI#WKH#HIIHFW#RI#WKH#UHFRPPHQGHG#DFWLRQ1µ##:KLOH#WKH#0DQXDO#RQO\#
DSSOLHV#WR#GHFLVLRQV#PDGH#E\#WKH#([HFXWLYH#&RXQFLO#DQG#LWV#&RPPLWWHHV/#
ZH#UHFRPPHQG#WKDW#WKH#SULQFLSOHV#EH#DSSOLHG#WR#DOO#GHFLVLRQV#LQ#
JRYHUQPHQW1#2QH#DUHD#ZKHUH#ZH#IHHO#WKH#JXLGDQFH#FRXOG#EH#VWUHQJWKHQHG#
LV#ZLWK#UHVSHFW#WR#WKH#LGHQWLILFDWLRQ#DQG#DQDO\VLV#RI#DOWHUQDWLYH#VROXWLRQV#
WR#WKH#LVVXH#EHLQJ#DGGUHVVHG1#

&RQWUDFW#
$GPLQLVWUDWLRQ#DQG#
/HDVLQJ

1.12 7KLV#\HDU#ZH#XQGHUWRRN#WZR#SURMHFWV#ZKLFK#FURVVHG#GHSDUWPHQWDO#
OLQHV1#2QH#ZDV#FRQWUDFW#DGPLQLVWUDWLRQ#DQG#WKH#RWKHU#ZDV#WKH#GHFLVLRQ0
PDNLQJ#SURFHVV#UHODWHG#WR#OHDVLQJ#RU#EX\LQJ#HTXLSPHQW1#%RWK#SURMHFWV#
H[DPLQHG#WKH#H[SHULHQFH#LQ#D#QXPEHU#RI#GHSDUWPHQWV#ZLWK#RXU#REMHFWLYH#
EHLQJ#WR#GUDZ#FRQFOXVLRQV#WKDW#PD\#EH#EHQHILFLDO#WR#DOO#GHSDUWPHQWV#DQG#
QRW#MXVW#WKH#RQHV#ZH#UHYLHZHG1#

1.13 :H#EHOLHYH#WKH#UHYLHZ#RI#FRQWUDFW#DGPLQLVWUDWLRQ#ZDV#UHOHYDQW#
EHFDXVH#PRUH#DQG#PRUH#JRYHUQPHQW#VHUYLFHV#DUH#EHLQJ#GHOLYHUHG#E\#
FRQWUDFWLQJ#RXW#WR#WKH#SULYDWH#VHFWRU1#:KDW#ZH#IRXQG#ZDV#WKDW#WKHUH#ZDV#
QRW#DOZD\V#D#UHJLVWU\#WKDW#OLVWHG#WKH#FRQWUDFWV#LQ#H[LVWHQFH1#:H#EHOLHYH#
VXFK#D#UHJLVWU\/#WKDW#VKRXOG#LQFOXGH#NH\#ILQDQFLDO#DQG#QRQ0ILQDQFLDO#
LQIRUPDWLRQ/#ZRXOG#JUHDWO\#IDFLOLWDWH#PRQLWRULQJ#WR#HQVXUH#WKDW#
JRYHUQPHQW#JRW#ZKDW#ZDV#FRQWUDFWHG#IRU/#DW#WKH#WLPH#DQG#SULFH#DJUHHG1#
:H#ZHUH#YHU\#SOHDVHG#ZLWK#WKH#SRVLWLYH#UHVSRQVH#UHFHLYHG#IURP#WKH#
'HSDUWPHQWV#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#DQG#6XSSO\#DQG#
6HUYLFHV#LQ#FRQQHFWLRQ#ZLWK#RXU#UHFRPPHQGDWLRQV1#:H#UHFRPPHQG#WKDW#
%RDUG#RI#0DQDJHPHQW#HQVXUH#RXU#UHFRPPHQGDWLRQV#DUH#DSSOLHG#WR#DOO#
JRYHUQPHQW#GHSDUWPHQWV1#

1.14 :H#H[DPLQHG#OHDVLQJ#GHFLVLRQV#EHFDXVH#ZH#ZHUH#LQWHUHVWHG#LQ#
VHHLQJ#LI#JRYHUQPHQW#ZDV#UHFHLYLQJ#YDOXH#IRU#PRQH\1#2XU#FRQFOXVLRQ#LV#
WKDW#LW#ZDV#QRW1#:KDW#ZH#IRXQG#ZDV#WKDW#D#JRYHUQPHQW#SROLF\#FDOOHG#
´3UHVHQW#9DOXH#$QDO\VLV#RI#([SHQGLWXUH#'HFLVLRQVµ/#ZKLFK#LI#IROORZHG#
VKRXOG#KDYH#UHVXOWHG#LQ#EHWWHU#GHFLVLRQV#EHLQJ#PDGH/#ZDV#HLWKHU#QRW#
IROORZHG#RU#IROORZHG#LPSURSHUO\1#:KDW#ZDV#PRVW#GLVWXUELQJ#KRZHYHU#LV#
WKDW#LQ#D#QXPEHU#RI#FDVHV#WKH#H[SODQDWLRQ#GHSDUWPHQWV#SURYLGHG#IRU#QRW#
IROORZLQJ#WKH#SROLF\#UHODWHG#WR#EDODQFHG#EXGJHW#OHJLVODWLRQ1#,Q#RWKHU#
ZRUGV/#PRUH#H[SHQVLYH#GHFLVLRQV#PD\#KDYH#EHHQ#PDGH#GXH#WR#WKH#
REMHFWLYH#RI#KDYLQJ#D#EDODQFHG#EXGJHW1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 8



,QWURGXFWRU\#&RPPHQWV &KDSWHU#4
1.15 $V#D#UHVXOW#RI#WKLV#ZRUN#ZH#PDGH#D#QXPEHU#RI#UHFRPPHQGDWLRQV#
WR#WKH#VSHFLILF#GHSDUWPHQWV#ZH#DXGLWHG1#:H#UHFRPPHQG#WKDW#%RDUG#RI#
0DQDJHPHQW#HQVXUH#WKDW#DOO#GHSDUWPHQWV#IROORZ#WKHVH#UHFRPPHQGDWLRQV1#
:H#DOVR#UHFRPPHQG#WKDW#WKH#%RDUG#RI#0DQDJHPHQW#SXW#LQ#SODFH#
PHFKDQLVPV#+HLWKHU#SROLFLHV/#GLUHFWLYHV#RU#JXLGDQFH,#WKDW#ZLOO#HQVXUH#DOO#
GHSDUWPHQWV#DUH#PDNLQJ#GHFLVLRQV#RQ#WKH#EDVLV#RI#JRRG#YDOXH#IRU#PRQH\1#

)DLOXUH#WR#)ROORZ#
/HJLVODWLRQ#DQG#3ROLFLHV

1.16 /DVW#\HDU#,#H[SUHVVHG#D#FRQFHUQ#RYHU#WKH#IDFW#WKDW#OHJLVODWLRQ#DQG#
JRYHUQPHQW#SROLF\#ZDV#QRW#DOZD\V#EHLQJ#IROORZHG1#7KHUH#DUH#PRUH#
H[DPSOHV#WKLV#\HDU1

1.17 ,Q#UHJDUGV#WR#OHJLVODWLRQ/#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#
$FW#UHTXLUHV#WKH#%RDUG#RI#'LUHFWRUV#WR#DSSRLQW#WKH#*HQHUDO#0DQDJHU#
+&(2,/#VXEMHFW#WR#WKH#DSSURYDO#RI#WKH#/LHXWHQDQW#*RYHUQRU#LQ#&RXQFLO1#
,QVWHDG/#WKH#/LHXWHQDQW#*RYHUQRU#LQ#&RXQFLO#RQ#LWV#RZQ#KDV#PDGH#WKH#
DSSRLQWPHQW1#7KH#)LQDQFLDO#$GPLQLVWUDWLRQ#$FW#UHTXLUHV#WKDW#DOO#
JRYHUQPHQW#FRQWUDFWV#EH#VXEPLWWHG#WR#WKH#&RPSWUROOHU/#EXW#WKLV#LV#QRW#
KDSSHQLQJ1#2XU#WKLUG#H[DPSOH#UHODWHV#WR#WKH#7LUH#6WHZDUGVKLS#5HJXODWLRQ#
XQGHU#WKH#&OHDQ#(QYLURQPHQW#$FW1#:H#REVHUYHG#WKDW#WKH#7LUH#
6WHZDUGVKLS#%RDUG#ZDV#QRW#LQ#FRPSOLDQFH#ZLWK#WKH#DQQXDO#UHSRUW#VHFWLRQ#
RI#WKH#UHJXODWLRQ1

1.18 :LWK#UHVSHFW#WR#SROLFLHV#QRW#EHLQJ#IROORZHG/#ZH#QRWHG#WKDW#D#
QXPEHU#RI#OHDVHV#ZHUH#LPSURSHUO\#FODVVLILHG/#LQ#YLRODWLRQ#RI#WKH#
JRYHUQPHQW·V#SROLF\#́ &ODVVLILFDWLRQ#RI#([SHQGLWXUHV1µ#$OVR#WKH#SROLF\#WR#
EH#IROORZHG#LQ#PDNLQJ#OHDVH#YHUVXV#EX\#GHFLVLRQV#KDV/#DV#LQGLFDWHG#
HDUOLHU/#QRW#EHHQ#IROORZHG1#$QG#RXU#ZRUN#RQ#WKH#FROOHFWLRQ#RI#
FRQVXPSWLRQ#WD[#DFFRXQWV#SRLQWHG#RXW#WKDW#VRPH#XQFROOHFWDEOH#DFFRXQWV#
ZHUH#QRW#EHLQJ#ZULWWHQ#RII#SURPSWO\1#7KLV#WRR#LV#D#YLRODWLRQ#RI#WKH#
JRYHUQPHQW·V#SROLF\1

1.19 ,#EHOLHYH#WKDW#IROORZLQJ#OHJLVODWLRQ#DQG#SROLF\#LV#D#IXQGDPHQWDO#
LVVXH1#/HJLVODWRUV#DQG#SROLF\#PDNHUV#PXVW#KDYH#WKH#FRQILGHQFH#WKDW#WKHLU#
ZLVKHV#DUH#EHLQJ#IXOILOOHG1#,I#WKH#OHJLVODWLRQ#RU#SROLF\#LV#QR#ORQJHU#
DSSURSULDWH#WKHQ#LW#VKRXOG#EH#FKDQJHG/#EXW#XQWLO#LW#LV#FKDQJHG#LW#PXVW#EH#
IROORZHG1#,Q#WKLV#UHJDUG#ZH#UHFRPPHQG#WKDW#WKH#JRYHUQPHQW#WDNH#WKH#
QHFHVVDU\#VWHSV#WR#HQVXUH#WKDW#DOO#OHJLVODWLRQ#DQG#SROLFLHV#DUH#IROORZHG1

)DLOXUH#WR#+DYH#
&RQWUDFWV#6LJQHG

1.20 ,Q#P\#5HSRUW#IRU#WKH#SDVW#WZR#\HDUV#,#KDYH#FRPPHQWHG#RQ#WKH#
IDLOXUH#RI#JRYHUQPHQW#WR#KDYH#FRQWUDFWV#VLJQHG#EHIRUH#JRRGV#RU#VHUYLFHV#
DUH#UHFHLYHG1#7KLV#\HDU#ZH#IRXQG#IXUWKHU#H[DPSOHV#RI#WKLV#KDSSHQLQJ1#,Q#
WKH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#ZH#H[DPLQHG#
IRXUWHHQ#)DPLO\#DQG#&RPPXQLW\#6RFLDO#6HUYLFHV#FRQWUDFWV#DQG#QRQH#RI#
WKHP#ZHUH#VLJQHG#SULRU#WR#WKH#VHUYLFHV#EHLQJ#SURYLGHG1#7KLV#LV#DQRWKHU#
IXQGDPHQWDO#LVVXH/#QRW#RQO\#WR#HQVXUH#WKDW#WKH#JRYHUQPHQW·V#SRVLWLRQ#LV#
FOHDUO\#SURWHFWHG/#EXW#DOVR#WR#HQVXUH#WKHUH#LV#SURSHU#DXWKRULW\#WR#PDNH#
H[SHQGLWXUHV1#
9 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#4 ,QWURGXFWRU\#&RPPHQWV
*RYHUQDQFH/#
(QYLURQPHQW#DQG#
3XEOLF#6DIHW\

1.21 )RU#WKH#SDVW#IHZ#\HDUV#ZH#KDYH#EHHQ#GRLQJ#VRPH#ZRUN#LQ#WKUHH#
WRSLFDO#DUHDV=#FRUSRUDWH#JRYHUQDQFH/#WKH#HQYLURQPHQW#DQG#SXEOLF#VDIHW\1#
,Q#WKLV#5HSRUW#\RX#ZLOO#ILQG#D#FKDSWHU#RQ#WKH#1HZ#%UXQVZLFN#/LTXRU#
&RUSRUDWLRQ1#7KLV#FRQWLQXHV#RXU#H[DPLQDWLRQ#RI#FRUSRUDWH#JRYHUQDQFH1#
7KH#7LUH#6WHZDUGVKLS#3URJUDP#ZDV#RXU#HQYLURQPHQWDO#SURMHFW#DQG#LW#FDQ#
EH#IRXQG#LQ#FKDSWHU#51#2XU#SXEOLF#VDIHW\#SURMHFW#ZDV#D#UHYLHZ#RI#WKH#
LQVSHFWLRQ#RI#IRRG#VHUYLFH#HVWDEOLVKPHQWV1#7KLV#ZRUN#LV#QRW#FRPSOHWH#DQG#
ZLOO#DSSHDU#LQ#9ROXPH#5#RI#RXU#4<<<#5HSRUW1

3HUIRUPDQFH#
0HDVXUHPHQW#DQG#
(IIHFWLYHQHVV#5HSRUWLQJ

1.22 7KLV#\HDU#ZH#XQGHUWRRN#D#UHYLHZ#RI#WKH#SURJUHVV#PDGH#E\#WKH#
SURYLQFH#RYHU#WKH#SDVW#WHQ#\HDUV#LQ#WKH#DUHDV#RI#SHUIRUPDQFH#
PHDVXUHPHQW#DQG#HIIHFWLYHQHVV#UHSRUWLQJ1#:H#DOVR#UHYLHZHG#WKH#4<<:0<;#
DQQXDO#UHSRUWV#RI#JRYHUQPHQW#GHSDUWPHQWV/#LQ#RUGHU#WR#GHWHUPLQH#WKH#
OHYHO#RI#FRPSOLDQFH#ZLWK#JRYHUQPHQW#SROLF\1#7KH#UHVXOWV#RI#WKLV#ZRUN#
FDQ#EH#VHHQ#LQ#FKDSWHU#91#2QH#RI#WKH#REVHUYDWLRQV#PDGH#DV#D#UHVXOW#RI#WKLV#
ZRUN#LV#WKDW#WKH#SHUIRUPDQFH#PHDVXUHPHQW#V\VWHP#LV#LPSURYLQJ#HDFK#
\HDU/#DQG#ZH#DUH#QRZ#VHHLQJ#TXHVWLRQV#DQG#GLVFXVVLRQ#RQ#SHUIRUPDQFH#
PHDVXUHPHQW#GXULQJ#PHHWLQJV#RI#WKH#3XEOLF#$FFRXQWV#&RPPLWWHH1#7KH#
IXWXUH#RI#DFFRXQWDELOLW\#LQ#JRYHUQPHQW#OLHV#LQ#WKLV#DUHD#RI#SHUIRUPDQFH#
PHDVXUHPHQW1#

1.23 :H#HQFRXUDJH#GHSDUWPHQWV#WR#FRQWLQXH#WR#GHYHORS#SHUIRUPDQFH#
LQGLFDWRUV#WKDW#FOHDUO\#UHODWH#WR#SURJUDP#REMHFWLYHV/#DQG#WR#REMHFWLYHO\#
FRPPHQW#RQ#WKH#UHDVRQV#ZK\#LQGLFDWRUV#KDYH#RU#KDYH#QRW#EHHQ#PHW1#7KLV#
LQLWLDWLYH/#KRZHYHU/#QHHGV#PRUH#DWWHQWLRQ#DQG#,#EHOLHYH#WKLV#FRXOG#EH#
JLYHQ#E\#WKH#3XEOLF#$FFRXQWV#&RPPLWWHH1#

1.24 (DFK#\HDU#GHSDUWPHQWV#DUH#UHTXLUHG#WR#WDEOH#DQQXDO#UHSRUWV#E\#
4 1RYHPEHU/#ZKLFK#SURYLGH#SHUIRUPDQFH#PHDVXUHPHQW#LQIRUPDWLRQ#RQ#
WKH#SUHYLRXV#ILVFDO#\HDU1#7KH#3XEOLF#$FFRXQWV#&RPPLWWHH#ZRXOG#KDYH#D#
YHU\#SRVLWLYH#LPSDFW#RQ#WKH#SURFHVV#LI#SXEOLF#PHHWLQJV#RI#WKH#&RPPLWWHH#
ZHUH#VFKHGXOHG#VKRUWO\#DIWHU#WKH#UHSRUWLQJ#GHDGOLQH1#,W#ZRXOG#DOVR#EH#
YHU\#EHQHILFLDO#LI#WKH#DQQXDO#UHSRUWV#DQG#WKH#SHUIRUPDQFH#PHDVXUHPHQW#
LQIRUPDWLRQ#ZHUH#JLYHQ#PRUH#DWWHQWLRQ#E\#FRPPLWWHH#PHPEHUV#LQ#WKHLU#
OLQHV#RI#HQTXLU\#ZLWK#WKH#GHSDUWPHQWV1#:H#KDYH#DOUHDG\#VHHQ#VRPH#
H[DPSOHV#RI#H[FHOOHQW#OLQHV#RI#TXHVWLRQLQJ#E\#PHPEHUV#LQ#WKLV#UHJDUG/#
DQG#ZH#HQFRXUDJH#WKHLU#IXUWKHU#GHYHORSPHQW1#

1.25 $W#WKH#SUHVHQW#WLPH#RQO\#GHSDUWPHQWV#DUH#VXEMHFW#WR#WKH#
SHUIRUPDQFH#PHDVXUHPHQW#LQLWLDWLYH#RI#JRYHUQPHQW1#&URZQ#DJHQFLHV#
KDYH#EHHQ#H[FOXGHG1#)XUWKHUPRUH/#WKHUH#DUH#QR#JRYHUQPHQW#ZLGH#JRDOV#
DQG#UHODWHG#SHUIRUPDQFH#PHDVXUHV#LVVXHG#LQ#D#´FRUSRUDWH#OHYHOµ#UHSRUW1

1.26 :H#ZRXOG#HQFRXUDJH#JRYHUQPHQW#WR#EULQJ#&URZQ#DJHQFLHV#LQWR#
WKH#SHUIRUPDQFH#PHDVXUHPHQW#LQLWLDWLYH#DQG#WR#HVWDEOLVK#JRYHUQPHQW#
ZLGH#JRDOV#WKDW#UHIOHFW#WKH#KLJKHVW#SULRULW\#LWHPV#IRU#JRYHUQPHQW#DQG#
1HZ#%UXQVZLFNHUV1#,W#ZRXOG#WKHQ#EH#DSSURSULDWH#IRU#WKH#JRYHUQPHQW#WR#
LVVXH#DQ#DQQXDO#UHSRUW/#LQ#DGGLWLRQ#WR#GHSDUWPHQWDO#RQHV/#ZKLFK#ZRXOG#
FRPPHQW#RQ#WKH#SURJUHVV#PDGH#LQ#DFKLHYLQJ#WKH#JRYHUQPHQW#ZLGH#JRDOV1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< :



,QWURGXFWRU\#&RPPHQWV &KDSWHU#4
2SSRUWXQLW\#IRU#3XEOLF#
$FFRXQWV#&RPPLWWHH

1.27 7KURXJKRXW#RXU#ZRUN#ZH#PDNH#UHFRPPHQGDWLRQV#DV#D#UHVXOW#RI#
RXU#ILQGLQJV1#7KHVH#UHFRPPHQGDWLRQV#DUH#IRXQG#LQ#WKH#YDULRXV#FKDSWHUV#
RI#WKLV#5HSRUW1#$OVR#ZH#IROORZ#XS#RQ#UHFRPPHQGDWLRQV#IURP#SUHYLRXV#
\HDUV#WR#VHH#LI#WKH\#KDYH#EHHQ#DFFHSWHG#DQG#PRUH#LPSRUWDQWO\#LI#WKH\#
KDYH#EHHQ#LPSOHPHQWHG1#7KH#UHVXOWV#RI#RXU#ZRUN#LQ#WKLV#DUHD#FDQ#EH#
IRXQG#LQ#FKDSWHU#441#:H#FRXOG#DOZD\V#XVH#PRUH#VXSSRUW#IRU#RXU#
UHFRPPHQGDWLRQV#DQG#LQ#WKLV#UHJDUG#,#EHOLHYH#WKHUH#LV#D#SURDFWLYH#UROH#
WKDW#FRXOG#EH#SOD\HG#E\#WKH#3XEOLF#$FFRXQWV#&RPPLWWHH1#)URP#WLPH#WR#
WLPH#UHFRPPHQGDWLRQV#DUH#PDGH#WKDW#DUH#GLUHFWHG#WRZDUGV#WKH#
JRYHUQPHQW#DV#RSSRVHG#WR#D#SDUWLFXODU#GHSDUWPHQW1#,Q#WKLV#RSHQLQJ#
FKDSWHU#WKHUH#DUH#D#QXPEHU#RI#H[DPSOHV#RI#VXFK#UHFRPPHQGDWLRQV1#,W#
ZRXOG#EH#YHU\#KHOSIXO/#DQG#,#EHOLHYH#PRVW#DSSURSULDWH/#IRU#WKH#
&RPPLWWHH#WR#FRQVLGHU#HQGRUVLQJ#DQG#VXSSRUWLQJ#WKHVH#W\SHV#RI#
UHFRPPHQGDWLRQV1#

2XU#2IILFH#
3HUIRUPDQFH

1.28 'XULQJ#RXU#ZRUN#RQ#SHUIRUPDQFH#PHDVXUHPHQW#DQG#HIIHFWLYHQHVV#
UHSRUWLQJ#ZH#ZHUH#FHUWDLQO\#UHPLQGHG#RI#RXU#RZQ#UHVSRQVLELOLW\#LQ#WKLV#
DUHD/#EHFDXVH#ZH#WRR#PXVW#EH#HIILFLHQW#DQG#DFFRXQWDEOH1#&KDSWHU#45#
UHSUHVHQWV#RXU#DQQXDO#DFFRXQWDELOLW\#UHSRUW/#ZKLFK#ZH#EHOLHYH#LV#LQ#
FRPSOLDQFH#ZLWK#WKH#JRYHUQPHQW·V#DQQXDO#UHSRUW#SROLF\1#7KHUH#ZH#UHSRUW#
RQ#RXU#JRDOV/#SHUIRUPDQFH#LQGLFDWRUV#DQG#UHVXOWV1#,#DP#SOHDVHG#ZLWK#WKH#
UHVXOWV#RQ#VL[#RI#RXU#LQGLFDWRUV#EXW#VWURQJO\#EHOLHYH#WKDW#ZH#FDQ#GR#D#
EHWWHU#MRE#RQ#WLPHOLQHVV#RI#RXU#DXGLWV#DQG#RQ#SHUIRUPLQJ#ZRUN#ZLWKLQ#
EXGJHW1#:KLOH#,#DP#QRW#VDWLVILHG#ZLWK#RXU#SHUIRUPDQFH#LQ#WKHVH#WZR#
DUHDV/#,#FDQ#FHUWDLQO\#XVH#RXU#H[SHULHQFH#DV#DQ#H[DPSOH#RI#WKH#YDOXH#LQ#
KDYLQJ#SHUIRUPDQFH#LQGLFDWRUV1#%\#KDYLQJ#WKHP/#ZH#DV#DQ#2IILFH#KDYH#
LGHQWLILHG#WZR#DUHDV#ZKHUH#LPSURYHPHQW#FDQ#EH#PDGH/#VRPHWKLQJ#WKDW#
PD\#QRW#KDYH#KDSSHQHG#ZLWKRXW#WKHP1#:H#ORRN#IRUZDUG#WR#UHSRUWLQJ#
QH[W#\HDU#ZLWK#EHWWHU#UHVXOWV#LQ#WKHVH#WZR#DUHDV1

$FNQRZOHGJHPHQWV 1.29 'XULQJ#WKH#\HDU#ZH#PHW#RQ#D#QXPEHU#RI#RFFDVLRQV#ZLWK#WKH#
3XEOLF#$FFRXQWV#&RPPLWWHH#DQG#WKH#&URZQ#&RUSRUDWLRQV#&RPPLWWHH1#,Q#
DGGLWLRQ#ZH#ZHUH#LQYLWHG#WR#SDUWLFLSDWH#LQ#RULHQWDWLRQ#VHVVLRQV#IRU#WKH#
QHZ#0HPEHUV#RI#WKH#/HJLVODWLYH#$VVHPEO\#DQG#QHZ#FRPPLWWHH#
PHPEHUV1#:H#DUH#PRVW#DSSUHFLDWLYH#RI#WKHVH#RSSRUWXQLWLHV#EHFDXVH#ZH#
ILUPO\#EHOLHYH#WKDW#RXU#FRQWULEXWLRQ#WR#WKH#/HJLVODWLYH#$VVHPEO\#DQG#
1HZ#%UXQVZLFNHUV#ZLOO#EH#PRVW#HIIHFWLYH#E\#ZRUNLQJ#FORVHO\#ZLWK#WKHVH#
FRPPLWWHHV1

1.30 $OWKRXJK#LW#LV#P\#KRQRXU#WR#VXEPLW#WKLV#5HSRUW/#,#DP#LQGHEWHG#
RQFH#DJDLQ#WR#WKH#VWDII#PHPEHUV#LQ#P\#2IILFH#ZKR#ZRUNHG#VR#KDUG#DQG#
GLOLJHQWO\#WR#PDNH#LW#SRVVLEOH1

'DU\O#&1#:LOVRQ/#)&$
$XGLWRU#*HQHUDO#
; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



#&KDSWHU#5
'HSDUWPHQW#RI#WKH#(QYLURQPHQW#

7LUH#6WHZDUGVKLS#3URJUDP

&RQWHQWV

%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #44

6FRSH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #47

5HVXOWV#LQ#%ULHI #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #47

2EMHFWLYH#&4#0#3ODQQLQJ#DQG#,PSOHPHQWDWLRQ 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #48

2EMHFWLYH#&5#0#'2(·V#2YHUVLJKW#5ROH 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #4;

2EMHFWLYH#&6#0#3URWHFWLRQ#RI#WKH#3XEOLF #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #58



&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP

#'HSDUWPHQW#RI#WKH#
(QYLURQPHQW###########################

7LUH#6WHZDUGVKLS#3URJUDP
%DFNJURXQG 2.1 7KH#ILUH#DW#WKH#WLUH#GXPS#LQ#+DJHUVYLOOH/#2QWDULR/#LQ#)HEUXDU\#
4<<3#GUHZ#DWWHQWLRQ#WR#WKH#HQYLURQPHQWDO#KD]DUGV#RI#ZDVWH#WLUHV1#,W#ZDV#
LPPHGLDWHO\#HYLGHQW#WKDW#ZKHQ#VWRUHG#LQ#ODUJH#TXDQWLW\/#WKH\#SUHVHQW#D#
SRWHQWLDO#FDWDVWURSKLF#ILUH#KD]DUG1#,Q#DGGLWLRQ#WR#WKH#ILUH#KD]DUG/#ZDWHU#
WKDW#FROOHFWV#LQ#WKH#WLUHV#LV#D#EUHHGLQJ#JURXQG#IRU#LQVHFWV#DQG#ZKHQ#WLUHV#
DUH#EXULHG#ZKROH/#WKH#IURVW#DFWLRQ#EULQJV#WKHP#EDFN#WR#WKH#VXUIDFH#
FUHDWLQJ#SUREOHPV#IRU#ODQGILOO#PDQDJHPHQW1#7KH#FRVW#IRU#PDQDJLQJ#D#
XVHG#WLUH#LQ#D#UHVSRQVLEOH#PDQQHU#+L1H1#UHFRYHULQJ#DQG#UHF\FOLQJ#LW,#
XVXDOO\#H[FHHGV#WKH#YDOXH#RI#WKH#UHF\FODEOH#PDWHULDO1#$V#D#FRQVHTXHQFH/#
XVHG#WLUHV#HQGHG#XS#DW#GXPSV#DQG#ODQGILOOV/#RU#ZHUH#VWRFNSLOHG#E\#
VRPHRQH#LQ#WKH#KRSH#WKDW#WKH\#ZRXOG#VRPHGD\#EHFRPH#SURILWDEOH1#
%XU\LQJ#WKHP/#HLWKHU#VKUHGGHG#RU#ZKROH/#WRRN#XS#VSDFH#DQG#VKRUWHQHG#
WKH#OLIH#H[SHFWDQF\#RI#WKH#ODQGILOO1#8VHG#WLUHV#GR#QRW#GHJUDGH1

2.2 ,Q#4<<5#WKH#3URYLQFH#SURYLGHG#IXQGLQJ#WKURXJK#WKH#
(QYLURQPHQWDO#7UXVW#)XQG#WR#WKH#)UHGHULFWRQ#5HJLRQ#6ROLG#:DVWH#
&RPPLVVLRQ#IRU#WKH#SXUFKDVH#RI#D#WUDQVSRUWDEOH#WLUH#VKUHGGHU1#7KH#
VKUHGGHU#ZDV#DYDLODEOH#WR#RWKHU#VROLG#ZDVWH#FRPPLVVLRQV#RQ#D#FRVW#
UHFRYHU\#EDVLV1#:KLOH#WKH#VKUHGGHU#DSSHDUHG#WR#UHVROYH#WKH#LPPHGLDWH#
HQYLURQPHQWDO#ULVNV/#LW#GLG#QRW#UHVROYH#WKH#ODUJHU#LVVXH#RI#ORQJ#WHUP#
HQYLURQPHQWDO#PDQDJHPHQW#RI#XVHG#WLUHV1#7KH#'HSDUWPHQW#RI#WKH#
(QYLURQPHQW#+'2(,#YLHZHG#WKLV#DV#DQ#LQWHULP#VWHS#WR#UHVROYH#LPPHGLDWH#
KD]DUGV1#,Q#DGGLWLRQ#WLUH#VKUHGGLQJ#LV#D#VWHS#WKDW#LV#UHTXLUHG#IRU#PRVW#
IRUPV#RI#XVHG#WLUH#UHF\FOLQJ1#&RQVHTXHQWO\/#WKH#WLUH#VKUHGGHU#ZDV#
FRQVLVWHQW#ZLWK#D#PRUH#FRPSUHKHQVLYH#WLUH#PDQDJHPHQW#VWUDWHJ\1

2.3 7KH#QHHG#IRU#D#WLUH0UHF\FOLQJ#SURJUDP#ZDV#DOVR#KLJKOLJKWHG#LQ#
WKH#4<<6#$WODQWLF#3URYLQFHV#6SHFLDO#:DVWHV#+$36:,#&RPPLWWHH#UHSRUW1#
7KH#$WODQWLF#3URYLQFHV#0LQLVWHUV#RI#WKH#(QYLURQPHQW#HVWDEOLVKHG#WKLV#
&RPPLWWHH1#7KH#&RPPLWWHH#FKDLU#ZDV#D#'2(#HPSOR\HH1#7KH#&RPPLWWHH#
WDUJHWHG#WLUHV#DV#D#VSHFLDO#ZDVWH#WKDW#GHPDQGHG#DSSURSULDWH#PDQDJHPHQW1#
,W#DOVR#UHFRJQL]HG#WKDW#WKH#PDQDJHPHQW#RI#WLUHV#ZRXOG#QRW#EH#DVVXPHG#E\#
WKH#SULYDWH#VHFWRU#ZLWKRXW#HFRQRPLF#LQFHQWLYHV/#VLQFH#WKH#FRVW#RI#
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5
FROOHFWLQJ#DQG#UHF\FOLQJ#H[FHHGV#WKH#YDOXH#RI#WKH#UHF\FODEOH#PDWHULDO#LQ#
XVHG#WLUHV1

2.4 7KH#EDVLF#SUHPLVH#SXW#IRUZDUG#IRU#PDQDJLQJ#XVHG#WLUHV#ZDV#
´VWHZDUGVKLSµ1#7KH#&RPPLWWHH#EHOLHYHG#WKH#LQGXVWU\#WKDW#SURGXFHV#WKH#
WLUHV#VKRXOG#DVVXPH#UHVSRQVLELOLW\#IRU#PDQDJLQJ#WKHP#WKURXJKRXW#WKHLU#
OLIHF\FOH1#7KH#FRVW#IRU#PDQDJLQJ#WKH#XVHG#WLUH#EHFRPHV#´LQWHUQDOL]HGµ#
+L1H1#WKH#FRVW#IRU#ZDVWH#PDQDJHPHQW#JHWV#WUHDWHG#LQ#WKH#VDPH#PDQQHU#DV#
WKH#FRVW#IRU#UDZ#PDWHULDOV/#ODERXU#DQG#FDSLWDO#WKDW#JR#LQWR#PDNLQJ#WKH#
WLUH,1#&RVWV#DUH#ERUQH#E\#LQGXVWU\#ZKLFK#LQ#WXUQ#SDVVHV#WKHP#RQ#WR#WKH#
FRQVXPHU#RI#WKH#WLUHV1#,QWHUQDOL]LQJ#FRVWV#UHVXOWV#LQ#WKH#XVHU#SD\LQJ#IRU#
WKH#IXOO#FRVW#RI#WKH#SURGXFW1#

2.5 6HYHUDO#RWKHU#LQGXVWU\#VHFWRUV#KDYH#UHFRJQL]HG#WKHLU#
UHVSRQVLELOLW\#IRU#VWHZDUGVKLS#RI#WKHLU#SURGXFWV#DQG#KDYH#VWDUWHG#WR#DFW#RQ#
WKDW#UHFRJQLWLRQ1#&KHPLFDO#SURGXFHUV#ZHUH#VRPH#RI#WKH#ILUVW/#DQG#PRUH#
UHFHQWO\#JURFHU\#SURGXFW#PDQXIDFWXUHUV#KDYH#EHJXQ#WR#WDNH#
UHVSRQVLELOLW\#IRU#WKHLU#SDFNDJLQJ1#7KH#%HYHUDJH#&RQWDLQHU#$FW#LV#DQ#
H[DPSOH#RI#LQGXVWU\#VWHZDUGVKLS#IXQFWLRQLQJ#LQ#WKLV#3URYLQFH1#
6WHZDUGVKLS#HPERGLHV#WKH#EURDGO\#DFFHSWHG#´SROOXWHU#SD\Vµ#SULQFLSOH1

2.6 7KH#$36:#&RPPLWWHH#GHYHORSHG#D#SURSRVDO#EDVHG#RQ#LQGXVWU\#
VWHZDUGVKLS#DQG#LQYLWHG#LQGXVWU\#VWDNHKROGHUV#WR#SDUWLFLSDWH#LQ#WKH#
GHYHORSPHQW#RI#WKH#SURJUDP1#,Q#1RYHPEHU#4<<7#WKH#&RPPLWWHH#LVVXHG#D#
FDOO#IRU#H[SUHVVLRQ#RI#LQWHUHVW#IRU#PDQDJLQJ#VFUDS#WLUHV#LQ#WKH#$WODQWLF#
UHJLRQ1#)URP#WKH#UHVSRQVH/#LW#ZDV#GHWHUPLQHG#WKDW#D#SURFHVVRU2UHF\FOHU#
FRXOG#EH#IRXQG1#+RZHYHU/#DIWHU#D#QXPEHU#RI#PRQWKV#1HZ#%UXQVZLFN#
GHFLGHG#UHJLRQDO#FR0RSHUDWLRQ#ZDV#PRYLQJ#UDWKHU#VORZO\1#'2(#GHFLGHG#
WR#IRFXV#RQ#D#SURYLQFLDO#LQLWLDWLYH1

2.7 7R#HQVXUH#DSSURSULDWH#PDQDJHPHQW/#WKH#&RPPLWWHH#
UHFRPPHQGHG#D#FR0RUGLQDWHG#UHF\FOLQJ#SURJUDP#EDVHG#RQ#WKH#
VWHZDUGVKLS#PRGHO1#7KH#1HZ#%UXQVZLFN#7LUH#6WHZDUGVKLS#%RDUG#+7KH#
%RDUG,#ZDV#HVWDEOLVKHG#WR#DGPLQLVWHU#WKH#WLUH#VWHZDUGVKLS#SURJUDP#LQ#
1HZ#%UXQVZLFN/#HIIHFWLYH#4#2FWREHU#4<<91

2.8 7KH#1HZ#%UXQVZLFN#7LUH#6WHZDUGVKLS#%RDUG#LV#D#QRW0IRU0SURILW#
RUJDQL]DWLRQ#DQG#LWV#SULQFLSDO#EXVLQHVV#DFWLYLW\#LV#RYHUVHHLQJ#WKH#
FROOHFWLRQ#DQG#UHF\FOLQJ#RI#XVHG#WLUHV#RQ#EHKDOI#RI#WKH#0LQLVWHU#RI#WKH#
(QYLURQPHQW#IRU#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN1#1HZ#%UXQVZLFN#ZDV#
WKH#VL[WK#SURYLQFH#LQ#&DQDGD#WR#LQWURGXFH#D#WLUH#VWHZDUGVKLS#SURJUDP1

2.9 7KH#SULPDU\#REMHFWLYH#RI#WKH#SURJUDP/#DV#VWDWHG#E\#'2(/#LV#WR#
HQVXUH#WKDW#VFUDS#WLUHV#JHQHUDWHG#LQ#WKH#3URYLQFH#DUH#GLVSRVHG#RI#LQ#D#
PDQQHU#WKDW#GRHV#QRW#QHJDWLYHO\#LPSDFW#RQ#WKH#HQYLURQPHQW1#$#
VHFRQGDU\#REMHFWLYH#LV#WKDW#WKH#PDQDJHPHQW#RI#VFUDS#WLUHV#JHQHUDWHV#
HFRQRPLF#DFWLYLW\#E\#RSWLPL]LQJ#WKH#UHVRXUFH#YDOXH#RI#WKH#PDWHULDO#LQ#WKH#
WLUHV1
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&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP
7LUHV#LQFOXGHG#LQ#WKH#SURJUDP 2.10 7KH#SURJUDP#FRYHUV#DOO#QHZ#SDVVHQJHU#FDU#WLUHV/#OLJKW#DQG#
PHGLXP#WUXFN#+URDG#WUDQVSRUW,#WLUHV#DV#ZHOO#DV#WLUHV#IRU#PRWRUF\FOHV/#
UHFUHDWLRQDO#YHKLFOHV/#WUDLOHUV#DQG#DJULFXOWXUDO#HTXLSPHQW1#7KH#WLUHV#IRU#
DOO#RI#WKHVH#YHKLFOHV#DUH#FRYHUHG#ZKHWKHU#WKH\#ZHUH#VROG#DV#RULJLQDO#
HTXLSPHQW#ZKHQ#WKH#YHKLFOH#ZDV#QHZ#RU#DV#UHSODFHPHQW#WLUHV1

2.11 7KH#YDVW#PDMRULW\#RI#WKH#WLUHV#DWWUDFW#D#'6133#OHY\#DW#WKH#WLPH#RI#
VDOH14#7KLV#OHY\#LV#EURNHQ#GRZQ#LQ#WKUHH#GLVWLQFW#SRUWLRQV1#7KH#%RDUG#
UHWDLQV#'3183#WR#FRYHU#WKH#FRVWV#RI#DGPLQLVWHULQJ#WKH#SURJUDP1#2I#WKH#
UHPDLQLQJ#'5183/#WKH#%RDUG#UHPLWV#'4158#WR#WKH#UHF\FOHU#IRU#HDFK#VFUDS#
WLUH#FROOHFWHG1#$Q#DGGLWLRQDO#'4158#SHU#WLUH#LV#SD\DEOH#WR#WKH#UHF\FOHU#
RQFH#WKH#SURGXFWV#FRQWDLQLQJ#WKH#UHF\FOHG#PDWHULDO#DUH#VROG1

2SHUDWLRQ#RI#WKH#%RDUG 2.12 7KH#%RDUG·V#0LVVLRQ#6WDWHPHQW#LV#DV#IROORZV=

7KH#0LVVLRQ#LV#WR#DGPLQLVWHU#ZLWK#TXDOLW\#DQG#FDUH/#D#UHF\FOLQJ#
SURJUDP#IRU#WLUHV#LQ#DFFRUGDQFH#ZLWK#WKH#&OHDQ#(QYLURQPHQW#
$FW1

2.13 7KH#%RDUG#LV#FKDUJHG#ZLWK#RSHUDWLQJ#WKH#SURJUDP#RQ#D#UHYHQXH#
QHXWUDO#EDVLV#\HDU#WR#\HDU1#,W#PXVW#FROOHFW#HQRXJK#UHYHQXH#IURP#WKH#OHY\#
WR#FRYHU#WKH#FRVWV#WR#PDQDJH#WLUHV#VROG#DIWHU#4 2FWREHU 4<<9/#DQG#WR#SD\#
IRU#WKH#DGPLQLVWUDWLRQ#RI#WKH#SURJUDP1#,Q#DGGLWLRQ/#WKH#%RDUG#KDV#WKH#
LQWHQWLRQ#WR#GHDO#ZLWK#DW#OHDVW#D#SRUWLRQ#RI#WKH#WLUHV#WKDW#ZHUH#LQ#VWRFNSLOHV#
DW#WKH#FRPPHQFHPHQW#RI#WKH#SURJUDP/#DV#ILQDQFLDO#UHVRXUFHV#SHUPLW1

2.14 $PRQJ#WKH#%RDUG·V#RQJRLQJ#RSHUDWLRQDO#UHVSRQVLELOLWLHV#DUH#WKH#
LGHQWLILFDWLRQ#DQG#UHJLVWUDWLRQ#RI#WLUH#UHWDLOHUV/#VXSSOLHUV#DQG#
PDQXIDFWXUHUV/#DQG#WKH#PRQLWRULQJ#RI#QHZ#WLUH#VDOHV#ILJXUHV1#7KH#%RDUG#
VHHV#LWVHOI#DV#ZRUNLQJ#LQ#SDUWQHUVKLS#ZLWK#WKH#FRQWUDFWHG#WLUH#UHF\FOHU#WR#
HQVXUH#DQ#HIILFLHQW#DQG#VXFFHVVIXO#SURJUDP1

2.15 ,Q#D#PRUH#VWUDWHJLF#VHQVH/#WKH#%RDUG#VHHV#LWVHOI#ZLWK#D#UROH#LQ#
VXSSRUWLQJ#WKH#SURGXFWLRQ#RI#YDOXH0DGGHG#SURGXFWV#PDGH#IURP#UHF\FOHG#
VFUDS#WLUHV#DQG#LQ#WKH#VWLPXODWLRQ#RI#WKH#HFRQRP\#WKURXJK#MRE#FUHDWLRQ1#
7KH#%RDUG#ZDQWV#WR#UHPDLQ#DFFRXQWDEOH#WR#LWV#VWDNHKROGHUV#ZKLOH#
HGXFDWLQJ#WKHP#DERXW#WKH#SURJUDPV#GHOLYHUHG1#6WDNHKROGHUV#DUH#EURDGO\#
GHILQHG#DV#WKH#SXEOLF/#UHWDLOHUV/#LQGXVWU\/#FRQVXPHU#JURXSV#DQG#WKH#
JRYHUQPHQW1#

8VHG#WLUH#UHF\FOHU 2.16 7KH#7LUH#5HF\FOLQJ#$WODQWLF#&DQDGD#&RUSRUDWLRQ#+75$&&,#ZDV#
FKRVHQ#E\#D#FRPSHWLWLYH#WHQGHU#WR#UHF\FOH#WKH#XVHG#WLUHV#LQ#WKH#3URYLQFH1#
75$&&·V#FRQWUDFW#LV#ZLWK#WKH#%RDUG#DQG#H[SLUHV#RQ#64 'HFHPEHU 53341#
75$&&·V#PDQGDWH#LQ#1HZ#%UXQVZLFN#LV#WR#RSHUDWH#DOO#WKH#FRPSRQHQWV#
RI#VFUDS#WLUH#PDQDJHPHQW=##FROOHFWLRQ#DQG#VWRUDJH>#VKUHGGLQJ>#FUXPELQJ>#
DQG#ILQDOO\/#PDQXIDFWXULQJ#YDOXH0DGGHG#SURGXFWV1#,Q#DGGLWLRQ/#75$&&#
KDV#LWV#RZQ#LQWHUQDO#PLVVLRQ/#ZKLFK#LV#WR#PD[LPL]H#HPSOR\PHQW#

41 7LUHV#ZLWK#D#ULP#VL]H#JUHDWHU#WKDW#4:#LQFKHV#DQG#OHVV#WKDQ#5718#LQFKHV#KDYH#D#'<133#OHY\
##DGGHG#DW#WKH#WLPH#RI#VDOH1
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5
RSSRUWXQLWLHV#LQ#WKH#0LQWR#DUHD1#$V#RI#64#0DUFK#4<<</#WKH#HPSOR\PHQW#
OHYHO#LQ#0LQWR#ZDV#DSSUR[LPDWHO\#83#IXOO0WLPH#SRVLWLRQV1#$GGLWLRQDOO\/#
WKHUH#DUH#DSSUR[LPDWHO\#43045#WUXFNHUV#HPSOR\HG#WKURXJKRXW#WKH#
3URYLQFH#LQ#WKH#WLUH#FROOHFWLRQ#SKDVH1

6FRSH 2.17 2XU#VFRSH#LQFOXGHG#ERWK#WKH#SODQQLQJ#IRU#DQG#LPSOHPHQWDWLRQ#RI#
WKH#7LUH#6WHZDUGVKLS#3URJUDP/#DQG#WKH#RSHUDWLRQ#RI#WKH#SURJUDP#XS#WR#
64 0DUFK#4<<<1#,Q#DGGLWLRQ#WR#H[WHQVLYH#GRFXPHQWDWLRQ#UHYLHZ/#ZH#
FRQGXFWHG#LQWHUYLHZV#ZLWK#VHYHUDO#HPSOR\HHV#RI#'2(/#ZLWK#WKH#VWDII#DQG#
WKH#&KDLUPDQ#RI#WKH#%RDUG/#DQG#ZLWK#VHYHUDO#HPSOR\HHV#RI#WKH#)LUH#
0DUVKDOO·V#2IILFH1#:H#DOVR#WRXUHG#WKH#75$&&#SODQW#DQG#LQWHUYLHZHG#WKH#
&(21

2.18 ,Q#FDUU\LQJ#RXW#RXU#ZRUN/#ZH#GHYHORSHG#WKH#IROORZLQJ#WKUHH#DXGLW#
REMHFWLYHV=

• WR#GHWHUPLQH#LI#WKH#7LUH#6WHZDUGVKLS#3URJUDP#ZDV#HVWDEOLVKHG#LQ#D#
ZHOO#SODQQHG/#WLPHO\#DQG#FR0RUGLQDWHG#IDVKLRQ#LQ#DFFRUGDQFH#ZLWK#
'2(·V#VWUDWHJLF#GLUHFWLRQ>

• WR#GHWHUPLQH#LI#'2(#LV#RYHUVHHLQJ#WKH#PDQDJHPHQW#RI#WKH#7LUH#
6WHZDUGVKLS#3URJUDP#LQ#DFFRUGDQFH#ZLWK#WKH#OHJLVODWLRQ#DQG#
UHJXODWLRQ>#DQG

• WR#GHWHUPLQH#LI#'2(#DQG#DQ\#RWKHU#DSSURSULDWH#JRYHUQPHQW#DJHQFLHV#
DUH#HQVXULQJ#WKH#SXEOLF#LV#DGHTXDWHO\#SURWHFWHG#IURP#GDQJHU#RI#WLUH#
ILUHV#DQG#WKDW#DSSURSULDWH#FRQWLQJHQF\#SODQV#DUH#LQ#SODFH#WR#GHDO#ZLWK#
WKH#UHODWHG#GLVDVWHU#LVVXHV1

5HVXOWV#LQ#%ULHI 2.19 7KH#7LUH#6WHZDUGVKLS#3URJUDP#ZDV#HVWDEOLVKHG#LQ#D#ZHOO#
SODQQHG/#WLPHO\#DQG#FR0RUGLQDWHG#IDVKLRQ#LQ#DFFRUGDQFH#ZLWK#'2(·V#
VWUDWHJLF#GLUHFWLRQ1

2.20 :H#QRWHG#WKDW#DW#OHDVW#WZR#VLJQLILFDQW#SULYDWH#WLUH#VWRFNSLOHV#
UHPDLQ#LQ#WKH#3URYLQFH1#:H#UHFRPPHQGHG#'2(#DQG#WKH#%RDUG#
GHYHORS#D#WLPHG#DFWLRQ#SODQ#WR#FOHDQ#XS#DOO#UHPDLQLQJ#WLUH#VWRFNSLOHV1

2.21 :H#QRWHG#WKHUH#LV#QR#FRQWLQJHQF\#SODQ#LQ#SODFH#WR#HQVXUH#WKH#
SXEOLF#LV#DGHTXDWHO\#SURWHFWHG#IURP#WKH#GDQJHU#RI#WLUH#ILUHV1#:H#
UHFRPPHQGHG#'2(#UHTXLUH#WKDW#D#´&RQWLQJHQF\#3ODQµ#EH#DGGHG#WR#
WKH#UHTXLUHPHQWV#WR#RSHUDWH#WKH#VFUDS#WLUH#VWRUDJH#\DUG1

2.22 7KH#%RDUG·V#OLDELOLW\#IRU#DFFUXHG#SURFHVVLQJ#IHHV#FRQWLQXHV#WR#
JURZ1#$QG#LW#VHHPV#WR#UHSUHVHQW#D#PXFK#KLJKHU#QXPEHU#RI#WLUHV#WKDQ#
DUH#DFWXDOO\#RQ#VLWH1#:H#UHFRPPHQGHG#WKH#%RDUG#LQLWLDWH#D#VWXG\#WR#
DQDO\]H#LVVXHV#VXUURXQGLQJ#WKH#JURZLQJ#OLDELOLW\#IRU#DFFUXHG#
SURFHVVLQJ#IHHV1

2.23 $OWKRXJK#ERWK#'2(#DQG#WKH#)LUH#0DUVKDOO#DSSHDU#WR#KDYH#
UHVSRQVLELOLWLHV#IRU#PRQLWRULQJ#DQG#LQVSHFWLRQ#RI#WKH#75$&&#IDFLOLW\/#
WKHUH#LV#QR#PHPRUDQGXP#RI#XQGHUVWDQGLQJ#RU#RWKHU#VXFK#
47 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP
FR0RUGLQDWLQJ#PHFKDQLVP#EHWZHHQ#WKHVH#WZR#JRYHUQPHQW#
RUJDQL]DWLRQV1#2XU#LQWHUHVW#LV#LQ#HQVXULQJ#WKDW#LQVSHFWLRQV#DUH#
FR0RUGLQDWHG#DQG#WKDW#DOO#NH\#UHVSRQVLELOLW\#DUHDV#DUH#DGGUHVVHG1#
7KHUHIRUH/#ZH#PDGH#UHFRPPHQGDWLRQV#RQ#WKH#QHHG#IRU#'2(#DQG#WKH#
)LUH#0DUVKDOO#WR#LPSURYH#WKH#SODQQLQJ#DQG#FR0RUGLQDWLRQ#RI#
LQVSHFWLRQV1

2.24 7KH#%RDUG·V#0DQDJHPHQW#3ODQ#DQG#$QQXDO#5HSRUW#DUH#QRW#LQ#
FRPSOLDQFH#ZLWK#WKH#UHJXODWLRQV1

2EMHFWLYH#&4#²#3ODQQLQJ#
DQG#,PSOHPHQWDWLRQ

2.25 2XU#ILUVW#REMHFWLYH#ZDV#WR#´GHWHUPLQH#LI#WKH#7LUH#6WHZDUGVKLS#
3URJUDP#ZDV#HVWDEOLVKHG#LQ#D#ZHOO#SODQQHG/#WLPHO\#DQG#FR0RUGLQDWHG#
IDVKLRQ#LQ#DFFRUGDQFH#ZLWK#'2(·V#VWUDWHJLF#GLUHFWLRQ1µ

2.26 :H#KDG#WKUHH#DXGLW#FULWHULD#XQGHU#WKLV#REMHFWLYH1#7KH#ILUVW#
H[DPLQHG#YDULRXV#DVSHFWV#RI#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#HPSOR\HG#E\#
'2(1#,W#UHDGV=

7KH#GHFLVLRQ0PDNLQJ#SURFHVV#VKRXOG#LQFOXGH#WKH#IROORZLQJ#
VWHSV=

•###GHQWLI\#WKH#NH\#LVVXHV#IRU#FRQVLGHUDWLRQ>

•###GHWHUPLQH#WKH#GHSDUWPHQWDO#DQG#JRYHUQPHQW#VWUDWHJLF#
GLUHFWLRQV#ZLWK#UHJDUG#WR#WKHVH#LVVXHV>

•###GHYHORS#D#SURSRVHG#VROXWLRQ#E\#VHOHFWLRQ#IURP#UHDVRQDEOH#
DOWHUQDWLYHV>

•###DSSURSULDWHO\#GRFXPHQW#DQG#DXWKRUL]H#WKH#GHFLVLRQ>#DQG

•###SUHSDUH#DQ#LPSOHPHQWDWLRQ#SODQ1

3ODQQLQJ 2.27 2YHUDOO#ZH#IRXQG#'2(#VWURQJ#LQ#WKH#SODQQLQJ#SURFHVV#WKDW#OHG#WR#
WKH#FUHDWLRQ#RI#WKH#%RDUG#DQG#WKH#7LUH#6WHZDUGVKLS#3URJUDP1#:H#ZHUH#
SOHDVHG#WKDW#WKH#SURFHVV#DSSHDUHG#WR#EH#ZHOO#GRFXPHQWHG/#KHOSLQJ#XV#WR#
PDNH#RXU#DVVHVVPHQW1#,Q#RXU#%DFNJURXQG/#ZH#PHQWLRQHG#WKDW#'2(#
LGHQWLILHG#WKH#QHHG#IRU#WLUH#UHF\FOLQJ#DV#HDUO\#DV#4<<51#7KH#$36:#
&RPPLWWHH/#ZKLFK#ZDV#FKDLUHG#E\#D#'2(#HPSOR\HH/#LGHQWLILHG#IRXU#
SRVVLEOH#ZDVWHV#IRU#LQWHU0SURYLQFLDO#LQLWLDWLYHV=#XVHG#EDWWHULHV/#
ELRPHGLFDO#ZDVWH/#XVHG#RLO#DQG#XVHG#WLUHV1#7KH#$36:#&RPPLWWHH#
GHFLGHG#WR#FRQFHQWUDWH#RQ#XVHG#WLUHV#SURSRVLQJ#D#UHJLRQDO#DSSURDFK1

2.28 7KH#&RPPLWWHH#GHFLGHG#WKHUH#ZHUH#XVHG#WLUHV#HYHU\ZKHUH#WKDW#
UHTXLUHG#UHF\FOLQJ1#7KH\#DOVR#GHWHUPLQHG#D#ORQJ0WHUP#PDQDJHPHQW#SODQ#
ZDV#UHTXLUHG#IRU#SURGXFW#VWHZDUGVKLS1

2.29 7KH#'2(#6WUDWHJLF#3ODQ#GDWHG#49#6HSWHPEHU#4<<4#KDG#WKH#
IROORZLQJ#VWUDWHJLF#REMHFWLYH=
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5
7R#HQVXUH#WKDW#3URYLQFLDO#UHJXODWLRQV#DQG#SROLFLHV#UHTXLUH#WKDW#
SURSRQHQWV#DVVXPH#IXOO#OLIHF\FOH#UHVSRQVLELOLW\#IRU#WKH#
HQYLURQPHQWDO#LPSDFWV#RI#WKHLU#DFWLRQV1

2.30 ,Q#4<<5#WKH#3UHPLHUV·#5RXQG#7DEOH#RQ#WKH#(QYLURQPHQW#DQG#WKH#
(FRQRP\#SUHSDUHG#D#´3ODQ#IRU#$FWLRQµ#ZLWK#6;#UHFRPPHQGDWLRQV#
GLUHFWHG#WRZDUGV#VXVWDLQDEOH#GHYHORSPHQW1#7KH#3URYLQFH#KDV#FRQWLQXHG#
WR#PRQLWRU#LWV#SURJUHVV#RQ#WKH#6;#UHFRPPHQGDWLRQV#VKRZLQJ#WKH#3ODQ·V#
VWUDWHJLF#LPSRUWDQFH1#2QH#UHFRPPHQGDWLRQ#GLVFXVVHG#WKH#FRQFHSW#RI#OLIH#
F\FOH#PDQDJHPHQW#QRWLQJ#´WKHUH#VKRXOG#EH#UHVSRQVLELOLW\#IRU#SURGXFWV#
DQG#SDFNDJLQJ#IURP#FUDGOH#WR#JUDYH#²#DQG#EDFN#WR#FUDGOH#WKURXJK#
UHF\FOLQJ1µ#7KLV#LGHD#FHUWDLQO\#ILWV#WKH#DSSURDFK#'2(#DGRSWHG#
FRQFHUQLQJ#WKH#%RDUG1#,Q#4<<6#WKH#3ROLF\#DQG#3ULRULWLHV#&RPPLWWHH#RI#
&DELQHW#DOVR#DXWKRUL]HG#'2(#WR#LQLWLDWH#FRQVXOWDWLRQ#ZLWK#LQGXVWU\#RQ#D#
ORQJ0WHUP#PDQDJHPHQW#VWUDWHJ\#EDVHG#RQ#SURGXFW#VWHZDUGVKLS1#7KLV#
VWUDWHJ\#RI#LQGXVWU\#VWHZDUGVKLS#LV#DOVR#FRQVLVWHQW#ZLWK#WKH#%HYHUDJH#
&RQWDLQHU#$FW#+%&$,#ZDVWH#PDQDJHPHQW#SULQFLSOHV1#:H#UHSRUWHG#RQ#WKH#
%&$#LQ#RXU#4<<7#5HSRUW1

2.31 :H#ZHUH#SOHDVHG#WR#VHH#WKDW#'2(#GHYHORSHG#D#SURSRVHG#VROXWLRQ#
E\#VHOHFWLQJ#IURP#UHDVRQDEOH#DOWHUQDWLYHV1#$Q#$XJXVW#4<<7#GRFXPHQW#
UHYLHZHG#H[LVWLQJ#SURJUDPV#DQG#GHYHORSHG#IRXU#GHVLJQ#TXHVWLRQV#IURP#
DOWHUQDWLYH#PRGHOV#RI#VFUDS#WLUH#HFRQRPLF#LQVWUXPHQWV1#'2(#GHYHORSHG#D#
SURJUDP#XVLQJ#WKH#LQIRUPDWLRQ#LQ#WKH#$XJXVW#4<<7#GRFXPHQW1#

2.32 :H#UHYLHZHG#D#VXPPDU\#RI#WKH#PLQXWHV#RI#WKH#YDULRXV#PHHWLQJV#
RI#WKH#$36:#&RPPLWWHH1#7KHVH#PLQXWHV#DUH#D#FKURQRORJLFDO#KLVWRU\#RI#
HYHQWV#WKDW#OHG#XS#WR#WKH#ILQDO#0HPRUDQGXP#WR#&DELQHW1#,Q#DGGLWLRQ/#ZH#
UHYLHZHG#D#GHWDLOHG#SODQQLQJ#GRFXPHQW#SUHSDUHG#E\#'2(#LQ#WKH#6SULQJ#
RI#4<<91#%\#H[DPLQLQJ#WKH#GRFXPHQWDWLRQ#WKDW#OHG#XS#WR#WKH#
0HPRUDQGXP/#DQG#WKH#VXEVHTXHQW#UHJXODWLRQ#ZKLFK#HVWDEOLVKHG#WKH#
%RDUG#DQG#WKH#7LUH#6WHZDUGVKLS#3URJUDP/#LW#LV#FOHDU#WKDW#WKH#GHFLVLRQ#
ZDV#DSSURSULDWHO\#GRFXPHQWHG#DQG#DXWKRUL]HG1#'2(#WROG#XV#WKH\#ZHQW#WR#
&DELQHW#IRXU#RU#ILYH#WLPHV#EHIRUH#D#SURJUDP#ZDV#DSSURYHG1#

2.33 2XU#GLVFXVVLRQ#LQ#WKH#SUHYLRXV#SDUDJUDSKV#VKRZV#'2(#KDG#
V\VWHPDWLFDOO\#SUHSDUHG#IRU#WKH#LPSOHPHQWDWLRQ#RI#WKH#%RDUG#DQG#LWV#
PDQGDWH1#7KHUH#ZDV#DOVR#D#VHOHFWLRQ#SURFHVV#'2(#DQG#WKH#'HSDUWPHQW#RI#
(FRQRPLF#'HYHORSPHQW/#7RXULVP#DQG#&XOWXUH#XVHG#WR#GHWHUPLQH#WKH#
VXFFHVVIXO#UHF\FOHU2SURFHVVRU1#7KLV#VHOHFWLRQ#SURFHVV#ZDV#ILQDOL]HG#E\#D#
FRQWUDFW#ZLWK#75$&&1

2.34 ,Q#RXU#RSLQLRQ#'2(#PHW#WKH#ILUVW#FULWHULRQ1#'2(#H[KLELWHG#D#
WKRURXJK#DQG#ZHOO#GRFXPHQWHG#SODQQLQJ#SURFHVV1

,PSOHPHQWDWLRQ 2.35 2XU#VHFRQG#FULWHULRQ#VDLG#´,PSOHPHQWDWLRQ#VKRXOG#RFFXU#RQ#D#
WLPHO\#DQG#FR0RUGLQDWHG#EDVLV#LQ#DFFRUGDQFH#ZLWK#WKH#DSSURYHG#SODQ1µ
49 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP
2.36 7R#D#ODUJH#H[WHQW/#ZH#EHOLHYH#WKLV#RFFXUUHG/#DOWKRXJK#WKHUH#KDYH#
EHHQ#VRPH#FRQFHUQV#DERXW#GHOD\V#LQ#WKH#SURFHVVLQJ1#:H#KDYH#GLVFXVVHG#
WKH#SURFHVV#WKDW#OHG#XS#WR#WKH#VXEPLVVLRQ#WR#WKH#3ROLF\#DQG#3ULRULWLHV#
&RPPLWWHH#RI#&DELQHW1#7KLV#SURFHVV#FXOPLQDWHG#LQ#WKH#JRYHUQLQJ#
DXWKRULW\#FDOOHG#WKH#1HZ#%UXQVZLFN#5HJXODWLRQ#<90;5#XQGHU#7KH#&OHDQ#
(QYLURQPHQW#$FW1

2.37 75$&&#VWDUWHG#FROOHFWLQJ#WKH#XVHG#WLUHV#ZLWKLQ#WKH#WLPH#IUDPH#
SURYLGHG#LQ#WKH#OHJLVODWLRQ#DQG#UHJXODWLRQ1#+RZHYHU/#WKH#UHF\FOHU#ZDV#
SHQDOL]HG#XQGHU#WKH#FRQWUDFW#LQ#0DUFK#4<<:#IRU#D#GHOD\#LQ#UHF\FOLQJ#WKH#
XVHG#WLUHV1#,W#ZDV#$SULO#RI#4<<;#EHIRUH#DQ\#VLJQLILFDQW#DPRXQW#RI#
UHF\FOLQJ#WRRN#SODFH1#2YHUDOO/#UHF\FOLQJ#ZDV#VORZ#FRPSDUHG#WR#WKH#
RULJLQDO#LQWHQWLRQ#RI#WKH#%RDUG1

2.38 %HFDXVH#RI#WKLV#GHOD\#LQ#UHF\FOLQJ/#ZH#EHOLHYH#WKLV#FULWHULRQ#ZDV#
RQO\#SDUWLDOO\#PHW#E\#'2(1

(YDOXDWLRQ 2.39 :LWK#DQ\#PDMRU#QHZ#SURJUDP/#ZH#EHOLHYH#WKDW#DIWHU#DQ#
DSSURSULDWH#SHULRG#RI#WLPH#IROORZLQJ#LPSOHPHQWDWLRQ/#WKH#UHVXOWV#VKRXOG#
EH#HYDOXDWHG#DQG#QHFHVVDU\#FKDQJHV#VKRXOG#EH#PDGH#WR#WKH#SURJUDP1#
7KLV#SULQFLSOH#WKHQ#EHFDPH#RXU#WKLUG#FULWHULRQ1

2.40 :H#DUH#FRQYLQFHG#WKHUH#KDV#EHHQ#RQJRLQJ#GLVFXVVLRQ#DQG#
REVHUYDWLRQ#RI#WKLV#SURJUDP1#+RZHYHU/#LW#LV#WRR#HDUO\#IRU#D#IRUPDO#
SURJUDP#HYDOXDWLRQ#VR#ZH#DUH#QRW#PDNLQJ#D#FRQFOXVLRQ#RQ#WKH#WKLUG#
FULWHULRQ#DW#WKLV#WLPH1#$V#DW#64#0DUFK#4<<</#WKLV#SURJUDP#KDG#EHHQ#LQ#
RSHUDWLRQ#DSSUR[LPDWHO\#WZR#DQG#RQH#KDOI#\HDUV1#

2.41 :H#GR#QRWH/#KRZHYHU/#WKDW#'2(#PDGH#VRPH#PLQRU#FKDQJHV#WR#
5HJXODWLRQ#<90;5#LQ#0DUFK#4<<<1#,Q#DGGLWLRQ/#WKH#75$&&#FRQWUDFW#ZDV#
UH0DVVLJQHG#IURP#'2(#WR#WKH#%RDUG#LQ#0DUFK#4<<;1#9HU\#HDUO\#LQ#WKH#
RSHUDWLRQ#RI#WKH#%RDUG/#WKH#QHHG#WR#FKDQJH#FRPSOLDQFH#IURP#WKH#
&DQDGLDQ#&RXQFLO#RI#0LQLVWHUV#RI#WKH#(QYLURQPHQW#JXLGHOLQHV#WR#WKH#
1DWLRQDO#)LUH#&RGH#RI#&DQDGD#JXLGHOLQHV#ZDV#UHFRJQL]HG1#7KHVH#IDFWRUV#
VSHDN#WR#RQJRLQJ#PRQLWRULQJ#RI#WKH#SURJUDP#DQG#D#ZLOOLQJQHVV#WR#FKDQJH#
DQG#LPSURYH#WKH#SURJUDP#DV#UHTXLUHG1

2.42 'XULQJ#RXU#ZRUN/#ZH#REVHUYHG#D#VLJQLILFDQW#LVVXH#WKDW#VKRXOG#
SUREDEO\#EH#LQFOXGHG#LQ#D#IRUPDO#UHYLHZ#RI#WKH#SURJUDP1#7KDW#LVVXH#LV#
ZKDW#WR#GR#DERXW#VWRFNSLOHV#RI#WLUHV#WKDW#GHYHORSHG#SULRU#WR#WKH#SURJUDP#
FRPPHQFLQJ#RQ#4#2FWREHU#4<<91#'2(#LQIRUPHG#XV#WKDW#WKH#%RDUG#KDV#
FRPSOHWHG#D#FOHDQ#XS#RI#DOO#WLUHV#VWRFNSLOHG#DW#WKH#UHJLRQDO#ODQGILOOV1#$OVR#
D#QXPEHU#RI#ROG#YLOODJH#GXPSV#ZHUH#FOHDUHG#RI#WLUHV1#+RZHYHU/#ZH#QRWHG#
WKDW#RQH#SULYDWH#VWRFNSLOH#RI#RYHU#433/333#WLUHV#VWLOO#H[LVWV#LQ#WKH#
3URYLQFH1#,Q#DGGLWLRQ#DQRWKHU#VWRFNSLOH#HVWLPDWHG#DW#9/333#WLUHV#LV#EHLQJ#
PRQLWRUHG#E\#'2(1

5HFRPPHQGDWLRQ 2.43 :H#UHFRPPHQGHG#'2(#DQG#WKH#%RDUG#GHYHORS#D#WLPHG#DFWLRQ#
SODQ#WR#FOHDQ#XS#DOO#UHPDLQLQJ#WLUH#VWRFNSLOHV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 4:



'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5
'HSDUWPHQWDO#UHVSRQVH 2.44 7KH#0LQLVWHU#ZLOO#UHTXHVW#WKDW#WKH#%RDUG#GHYHORS#D#SODQ#LQ#
FRRSHUDWLRQ#ZLWK#WKH#'HSDUWPHQW#WR#DGGUHVV#WKH#UHPRYDO#RI#WKH#
UHPDLQLQJ#VFUDS#WLUH#VWRFNSLOHV1#7KH#SODQ/#ZLWK#DQ#LPSOHPHQWDWLRQ#
VFKHGXOH/#ZLOO#EH#GHYHORSHG#E\#-DQXDU\#6/#53331

2EMHFWLYH#&5#0#'2(·V#
2YHUVLJKW#5ROH

2.45 2XU#VHFRQG#REMHFWLYH#UHODWHV#WR#WKH#RQJRLQJ#RYHUVLJKW#UROH#RI#
'2(#IRU#WKH#7LUH#6WHZDUGVKLS#3URJUDP1#,W#UHDGV#DV#IROORZV=

7R#GHWHUPLQH#LI#'2(#LV#RYHUVHHLQJ#WKH#PDQDJHPHQW#RI#7LUH#
6WHZDUGVKLS#3URJUDP#LQ#DFFRUGDQFH#ZLWK#WKH#/HJLVODWLRQ#DQG#
5HJXODWLRQ1

2.46 :H#GHYHORSHG#VL[#FULWHULD#WR#DVVLVW#XV#XQGHU#WKLV#REMHFWLYH1#7KH\#
UHODWH#WR#NH\#DVSHFWV#RI#WKH#UHJXODWLRQ#ZKLFK#DUH=

• WKH#QHHG#IRU#D#PDQDJHPHQW#SODQ>
• WKH#QHHG#WR#PRQLWRU#SURJUHVV#DJDLQVW#WKH#SODQ>
• UHJLVWUDWLRQ#DQG#LQVSHFWLRQ>
• PRQLWRULQJ#WKH#DIWHU0PDUNHW>
• UHSRUWLQJ#RQ#HIIHFWLYHQHVV>#DQG
• DQDO\]LQJ#WKH#IHH#VWUXFWXUH1

0DQDJHPHQW#SODQ#UHTXLUHG 2.47 6HFWLRQ#45+4,#RI#WKH#UHJXODWLRQ#VWDWHV=

7KH#%RDUG#VKDOO/#EHIRUH#-DQXDU\#4/#4<<:/#DQG#EHIRUH#WKH#ILUVW#
GD\#RI#-DQXDU\#LQ#HYHU\#VHFRQG#\HDU#IROORZLQJ#WKDW#GDWH

+D,##DGRSW#D#PDQDJHPHQW#SODQ#LQ#WKH#IRUP/#DQG#FRQWDLQLQJ#WKH#
LQIRUPDWLRQ/#UHTXLUHG#E\#WKH#0LQLVWHU#IRU#WKH#
LPSOHPHQWDWLRQ#RI#WKH#%RDUG·V#UHVSRQVLELOLWLHV#XQGHU#WKH#
$FW#DQG#WKLV#5HJXODWLRQ#IRU#WKH#WZR#\HDU#SHULRG#EHJLQQLQJ#
RQ#WKH#ILUVW#GD\#RI#WKH#ILVFDO#\HDU#IROORZLQJ#LWV#DGRSWLRQ/#
DQG

+E,##VXEPLW#WKH#PDQDJHPHQW#SODQ#WR#WKH#0LQLVWHU#IRU#DSSURYDO

2.48 2XU#UHODWHG#FULWHULRQ#UHDG#WKDW#´'2(#VKRXOG#HQVXUH#WKDW#WKH#
6WHZDUGVKLS#%RDUG#KDV#DQ#DSSURSULDWH#PDQDJHPHQW#SODQ#LQ#SODFH1µ

2.49 7KH#%RDUG·V#RULJLQDO#%XVLQHVV#0DQDJHPHQW#3ODQ#+3ODQ,#ZDV#
GDWHG#5:#0DUFK#4<<:1#7KLV#3ODQ#ZDV#DQ#H[FHOOHQW#VWDUWLQJ#SRLQW#IRU#RXU#
DXGLW1#$FFRUGLQJ#WR#WKH#UHJXODWLRQV/#DQRWKHU#SODQ#ZDV#GXH#RQ#4#-DQXDU\#
4<<<1#:H#ZHUH#DVVXUHG#WKDW#WKH#%RDUG#ZDV#ZRUNLQJ#RQ#WKLV#VHFRQG#SODQ1#
+RZHYHU/#LW#KDG#QRW#EHHQ#FRPSOHWHG#E\#WKH#WLPH#RXU#ILHOGZRUN#ILQLVKHG/#
DW#DSSUR[LPDWHO\#WKH#HQG#RI#0D\#4<<<1#7KHUHIRUH/#ZH#FRQFOXGHG#WKH#
FULWHULRQ#ZDV#SDUWLDOO\#PHW1

5HFRPPHQGDWLRQ 2.50 :H#UHFRPPHQGHG#'2(#HQVXUH#WKH#%RDUG#ILQDOL]HV#DQG#
VXEPLWV#WKH#3ODQ#DV#VRRQ#DV#SRVVLEOH1
4; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP
'HSDUWPHQWDO#UHVSRQVH 2.51 7KH#0DQDJHPHQW#3ODQ#LV#H[SHFWHG#ZLWKLQ#>WKH#ILUVW#ZHHN#RI#
2FWREHU@1

0RQLWRULQJ#WKH#SODQ 2.52 7KH#VHFRQG#FULWHULRQ#LV#GLUHFWO\#UHODWHG#WR#WKH#ILUVW1#2QFH#DQ#
DSSURSULDWH#PDQDJHPHQW#SODQ#LV#LQ#SODFH/#LW#LV#LPSRUWDQW#WKDW#'2(#KDYH#
PHFKDQLVPV#WR#HQVXUH#WKDW#WKH#SODQ#LV#FDUULHG#RXW1#%DVHG#RQ#WKLV#
SHUVSHFWLYH/#ZH#GHYHORSHG#WKH#IROORZLQJ#FULWHULRQ=

'2(#VKRXOG#HQVXUH#WKH#6WHZDUGVKLS#%RDUG#UHJXODUO\#PRQLWRUV#
UHVXOWV#RI#75$&&#LQ#FRPSDULVRQ#WR#WKH#0DQDJHPHQW#3ODQ#DQG#
UHSRUWV#WKH#UHVXOWV#WR#'2(1

2.53 2XU#GLVFXVVLRQV#ZLWK#WKH#%RDUG#LQGLFDWHG#WKHUH#LV#UHJXODU#SKRQH#
FRQWDFW#EHWZHHQ#WKH#%RDUG#DQG#'2(1#7KH#VDPH#FRQWDFW#H[LVWV#EHWZHHQ#
WKH#%RDUG#DQG#75$&&1#3DUW#RI#WKLV#FRQWDFW#EHWZHHQ#WKH#%RDUG#DQG#
75$&&#ZRXOG#LQYROYH#LQWHUSUHWDWLRQ#RI#FHUWDLQ#FODXVHV#RI#WKH#FRQWUDFW1#
75$&&#VXEPLWV#WR#WKH#%RDUG#DQG#WR#'2(#D#ZHHNO\#OLVW#RI#WKH#WLUH#
VWRFNSLOH#DFWLYLW\1#:H#QRWHG#LWHPV#LQ#WKH#%RDUG#PLQXWHV#WKDW#DOVR#
LQGLFDWHG#UHJXODU#PRQLWRULQJ#RI#75$&&1#7KH#&KDLUPDQ#RI#WKH#%RDUG#LV#
DQ#HPSOR\HH#RI#'2(#IXUWKHU#FRQWULEXWLQJ#WR#HIIHFWLYH#FRPPXQLFDWLRQ1#
2YHUDOO/#WKHUH#DUH#VHYHUDO#LQGLFDWRUV#RI#UHJXODU#PRQLWRULQJ#RI#75$&&#
DQG#FRPPXQLFDWLRQ#ZLWK#'2(1

2.54 '2(#QRWHG#WR#XV#WKDW#WKH#DQQXDO#UHSRUW#RI#WKH#%RDUG#LV#LQWHQGHG#
WR#SOD\#D#VLJQLILFDQW#UROH#LQ#WKH#UHSRUWLQJ#RI#UHVXOWV#LQ#FRPSDULVRQ#WR#WKH#
PDQDJHPHQW#SODQ1#$V#WKH#SURJUDP#PDWXUHV/#'2(#H[SHFWV#WKH#DQQXDO#
UHSRUW#DQG#WKH#PDQDJHPHQW#SODQ#WR#EH#WKH#NH\V#WR#DQ\#RYHUVLJKW#UROH#LW#
PLJKW#KDYH1#:H#KDYH#FRPPHQWHG#LQ#PRUH#GHWDLO#RQ#ERWK#WKH#PDQDJHPHQW#
SODQ#DQG#WKH#DQQXDO#UHSRUW#LQ#RWKHU#VHFWLRQV#RI#WKLV#FKDSWHU1

2.55 ,Q#RXU#UHYLHZ#RI#GRFXPHQWDWLRQ#DW#WKH#%RDUG/#LW#ZDV#HYLGHQW#WKDW#
VWDII#GLG#QRW#URXWLQHO\#GRFXPHQW#WKH#SKRQH#FDOOV#DQG#YLVLWV#WR#WKH#75$&&#
VLWH1#*LYHQ#WKLV/#LW#LV#LPSRVVLEOH#IRU#XV#WR#YHULI\#WKH#DFWXDO#H[WHQW#RI#WKH#
PRQLWRULQJ#RI#75$&&·V#UHVXOWV#LQ#FRPSDULVRQ#WR#WKH#PDQDJHPHQW#SODQ1#
:H#FRQFOXGHG#WKDW#WKH#FULWHULRQ#ZDV#RQO\#SDUWLDOO\#PHW1

2.56 :H#KDYH#GLVFXVVHG#WKLV#LVVXH#ZLWK#'2(#DQG#KDYH#QRWHG#LW#PD\#EH#
SUXGHQW#IRU#WKH#%RDUG#WR#LPSURYH#LWV#GRFXPHQWDWLRQ#DV#SDUW#RI#LWV#
VWDQGDUG#V\VWHPV#DQG#SUDFWLFHV1#7KLV#ZRXOG#KHOS#'2(#LQ#PRUH#IRUPDO#
PRQLWRULQJ#RI#VHFWLRQ#46#RI#5HJXODWLRQ#<90;51#7KLV#VWDWHV#WKDW=#´7KH#
%RDUG#VKDOO#HQVXUH#WKDW#DQ#RULJLQDO#RU#DPHQGHG#PDQDJHPHQW#SODQ/#DV#
DSSURYHG#E\#WKH#0LQLVWHU/#LV#LPSOHPHQWHG#LQ#DFFRUGDQFH#ZLWK#LWV#LQWHQW1µ

5HFRPPHQGDWLRQ 2.57 :H#WKHUHIRUH#UHFRPPHQGHG#WKDW#'2(#H[SORUH#WKH#SRVVLELOLW\#
RI#UHTXLULQJ#WKH#%RDUG#WR#SURYLGH#PRUH#GRFXPHQWDWLRQ#RI#WKH#
PRQLWRULQJ#IXQFWLRQ1

'HSDUWPHQWDO#UHVSRQVH 2.58 7KH#'HSDUWPHQW#LV#UHSUHVHQWHG#RQ#WKH#%RDUG#DQG#LWV#PHPEHU#LV#
UHJXODUO\#DSSUDLVHG#E\#WKH#%RDUG#VWDII#RI#WKH#UHVXOWV#RI#WKH#PRQLWRULQJ#RI#
WKH#FRQWUDFW#EHWZHHQ#WKH#%RDUG#DQG#75$&&1#7KH#'HSDUWPHQW#LV#VDWLVILHG#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 4<



'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5
WKDW#WKH#%RDUG#LV#IXOILOOLQJ#LWV#PDQGDWH#DV#LW#UHODWHV#WR#75$&&#EXW#ZLOO#
DSSUDLVH#WKH#%RDUG#RI#\RXU#UHFRPPHQGDWLRQ#DQG#ZLOO#XUJH#WKH#%RDUG#WR#
PDLQWDLQ#DGHTXDWH#GRFXPHQWDWLRQ#RI#LWV#PRQLWRULQJ1

5HJLVWUDWLRQ#DQG#LQVSHFWLRQ 2.59 7ZR#NH\#VHFWLRQV#RI#WKH#5HJXODWLRQ#LQ#WHUPV#RI#WKH#%RDUG·V#
UHVSRQVLELOLWLHV#DUH#VHFWLRQV#49#DQG#591#,Q#RUGHU#WR#HPSKDVL]H#WKH#
UHTXLUHPHQWV#RI#WKHVH#VHFWLRQV/#RXU#QH[W#FULWHULRQ#VWDWHV=

'2(#VKRXOG#HQVXUH#WKH#6WHZDUGVKLS#%RDUG#KDV#D#V\VWHP#LQ#
SODFH#WR#UHJLVWHU#DOO#VXSSOLHUV#DV#UHTXLUHG#E\#VHFWLRQ#49#RI#WKH#
5HJXODWLRQ#DQG#WR#FRQGXFW#DSSURSULDWH#LQVSHFWLRQV#XQGHU#
VHFWLRQ#59#RI#WKH#5HJXODWLRQ1

2.60 ,Q#RXU#RSLQLRQ#WKLV#FULWHULRQ#KDV#EHHQ#PHW1#:H#SUHVHQW#RXU#
ILQGLQJV#VHSDUDWHO\#IRU#HDFK#RI#WKH#WZR#VHFWLRQV1

5HJLVWUDWLRQ#8QGHU
6HFWLRQ#49

2.61 7KHUH#LV#D#V\VWHP#LQ#SODFH#WR#UHJLVWHU#VXSSOLHUV1#7LUH#ZKROHVDOHUV#
DUH#LQVWUXFWHG#E\#WKH#%RDUG#RQO\#WR#VHOO#WLUHV#WR#UHWDLOHUV#ZKR#SRVVHVV#D#
YDOLG#VXSSOLHU#UHJLVWUDWLRQ#QXPEHU1#$#WROO#IUHH#WHOHSKRQH#QXPEHU#H[LVWV#
WR#DOORZ#ZKROHVDOHUV#DQG#UHWDLOHUV#WR#FRQWDFW#WKH#%RDUG#IRU#UHJLVWUDWLRQ#
YHULILFDWLRQ#DQG#RWKHU#PDWWHUV1#

2.62 7KH#%RDUG#KDV#WROG#XV#LW#HQJDJHV#LQGHSHQGHQW#DXGLWRUV#WR#YHULI\#
FHUWDLQ#SURFHGXUHV#FRQGXFWHG#E\#ZKROHVDOHUV1#7KHUH#DUH#DSSUR[LPDWHO\#
VL[W\#ZKROHVDOHUV#LQ#WKH#3URYLQFH#DQG#DW#64 0DUFK#4<<</#VHYHQ#KDG#EHHQ#
DXGLWHG#RQ#EHKDOI#RI#WKH#%RDUG1#:H#ZHUH#WROG#WKH#DXGLWRUV#DUH#UHTXLUHG#WR#
YHULI\#FRPSOLDQFH#ZLWK#FHUWDLQ#VHFWLRQV#RI#5HJXODWLRQ#<90;51#$V#DQ#
DGGLWLRQDO#SURFHGXUH#WKH#DXGLWRUV#DUH#LQVWUXFWHG#WR#YHULI\#WKDW#
ZKROHVDOHUV#DUH#UHFRUGLQJ#WKH#UHWDLOHU·V#UHJLVWUDWLRQ#QXPEHU1#7KH#%RDUG#
LQGLFDWHG#LW#UHOLHV#RQ#WKHVH#DXGLWV#IRU#SDUW#RI#WKH#DVVXUDQFH#WKDW#UHWDLOHUV#
KDYH#YDOLG#UHJLVWUDWLRQ#QXPEHUV1#+RZHYHU#WKH#%RDUG#GRHV#QRW#KDYH#DQ\#
WHUPV#RI#UHIHUHQFH#ZLWK#WKH#DXGLWRUV#GHVFULELQJ#WKH#UHTXLUHG#YHULILFDWLRQ#
DQG#FRPSOLDQFH#SURFHGXUHV1#:H#EHOLHYH#LW#ZRXOG#EH#SUXGHQW#IRU#WKH#
%RDUG#WR#GHYHORS#VWDQGDUG#WHUPV#RI#UHIHUHQFH#IRU#WKHVH#DXGLWV1

2.63 $OWKRXJK#ZH#KDYH#QR#GLUHFW#UHSRUWLQJ#UHODWLRQVKLS#WR#WKH#%RDUG/#
ZH#KDYH#VSRNHQ#WR#WKH#&KDLUPDQ#FRQFHUQLQJ#RXU#ILQGLQJV1#+H#KDV#DJUHHG#
WKDW#WKH#REVHUYDWLRQV#DUH#UHOHYDQW#DQG#KDV#QRWHG#DQ#RSHQQHVV#WRZDUGV#
EULQJLQJ#WKH#PDWWHUV#WR#WKH#DWWHQWLRQ#RI#WKH#IXOO#%RDUG1#*LYHQ#WKDW#WKH#
&KDLUPDQ#KDV#EHHQ#DSSRLQWHG#E\#WKH#0LQLVWHU/#ZH#PDGH#WKH#IROORZLQJ#
UHFRPPHQGDWLRQV1

5HFRPPHQGDWLRQV 2.64 :H#UHFRPPHQGHG#WKH#&KDLUPDQ#DGYLVH#WKH#%RDUG#RQ#WKH#
LPSRUWDQFH#RI#SUHSDULQJ#ZULWWHQ#WHUPV#RI#UHIHUHQFH#IRU#DXGLW#
HQJDJHPHQWV#IRU#WKH#SXUSRVH#RI#YHULI\LQJ#FRPSOLDQFH#ZLWK#VHOHFWHG#
DVSHFWV#RI#5HJXODWLRQ#<90;51

2.65 :H#IXUWKHU#UHFRPPHQGHG#WKDW#DQ#HQJDJHPHQW#OHWWHU#EH#
REWDLQHG#IRU#HDFK#RI#WKHVH#DXGLWV1#7KH#HQJDJHPHQW#OHWWHU#VKRXOG#
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&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP
LQGLFDWH#WKH#%RDUG·V#UHOLDQFH#RQ#WKH#DXGLW#WR#HQVXUH#DOO#VXSSOLHUV#KROG#
YDOLG#UHJLVWUDWLRQV1

'HSDUWPHQWDO#UHVSRQVH#WR#ERWK#
UHFRPPHQGDWLRQV

2.66 7KH#FKDLUPDQ#KDV#VR#DGYLVHG#WKH#%RDUG#DQG#VWDII#RI#WKH#%RDUG1#
7KH#UHFRPPHQGHG#DFWLRQV#ZLOO#EH#XQGHUWDNHQ1

,QVSHFWLRQV#8QGHU
6HFWLRQ#59

2.67 6HFWLRQ#59+4,#RI#WKH#5HJXODWLRQ#VWDWHV=

,Q#RUGHU#WR#DVFHUWDLQ#ZKHWKHU#WKH#SURYLVLRQV#RI#WKH#$FW#DQG#WKLV#
5HJXODWLRQ#KDYH#EHHQ#FRPSOLHG#ZLWK/#D#SHUVRQ#ZKR#LV#DQ#
LQVSHFWRU#GHVLJQDWHG#XQGHU#WKH#$FW#RU#DQ#DJHQW#GHVLJQDWHG#
XQGHU#VHFWLRQ#58/#DW#DQ\#UHDVRQDEOH#WLPH#DQG#XSRQ#
SUHVHQWDWLRQ#RI#SURRI#RI#LGHQWLILFDWLRQ#RQ#D#IRUP#SURYLGHG#E\#
WKH#0LQLVWHU#RU#WKH#%RDUG/#DV#WKH#FDVH#PD\#EH/#PD\

+D,##HQWHU#WKH#ODQG#RU#SUHPLVHV#DQG#FRQGXFW#DQ#LQVSHFWLRQ#RI#
WKH#ODQG/#SUHPLVHV#RU#SHUVRQDO#SURSHUW\#ZKHUH#RU#ZLWK#ZKLFK#
DQ\#SHUVRQ#GLVWULEXWHV/#VXSSOLHV/#SDFNDJHV/#ODEHOV/#XVHV/#
VWRUHV/#FROOHFWV/#WUDQVSRUWV/#UHF\FOHV/#SURFHVVHV/#GLVSRVHV#RI#
RU#RWKHUZLVH#KDQGOHV#WLUHV/#DQG

+E,##FRQGXFW#DQ#LQVSHFWLRQ#RI#DQ\#UHFRUG#UHTXLUHG#WR#EH#
PDLQWDLQHG#RU#NHSW#XQGHU#WKLV#5HJXODWLRQ1

2.68 '2(#WROG#XV#WKDW#6HFWLRQ#59#LV#GHOLEHUDWHO\#EURDG#LQ#RUGHU#WR#
FRYHU#D#ZLGH#YDULHW\#RI#FRPSOLDQFH#LVVXHV#XQGHU#WKH#$FW#DQG#5HJXODWLRQ1#
7KH#PDLQ#DFWLYLW\#WR#GDWH#KDV#EHHQ#WKH#YHULILFDWLRQ#RI#UHJLVWUDWLRQ#XQGHU#
6HFWLRQ#49#DV#GLVFXVVHG#DERYH1

0RQLWRULQJ#WKH#DIWHU0PDUNHW 2.69 2QH#RI#WKH#NH\#JRDOV#RI#WKH#ZKROH#SURJUDP#LV#WR#GHYHORS#
UHF\FOHG#SURGXFWV#IURP#WKH#XVHG#WLUHV1#7KH#IHH#SD\PHQW#VWUXFWXUH#GLUHFWO\#
VXSSRUWV#WKLV#LQ#WKDW#WKH#´VHFRQGµ#'4158#LV#SDLG#WR#WKH#UHF\FOHU#RQO\#DIWHU#
WKH#UHF\FOHG#SURGXFWV#KDYH#EHHQ#VROG1

2.70 %HFDXVH#RI#WKLV#JRDO/#DQG#WKH#LPSRUWDQFH#RI#ILQDQFLDO#FRQWURO#
RYHU#WKH#SD\PHQW#RI#WKH#VHFRQG#'4158/#ZH#GHYHORSHG#RXU#IRXUWK#FULWHULRQ#
IRU#WKLV#REMHFWLYH1#7KDW#LV=

'2(#VKRXOG#HQVXUH#WKH#6WHZDUGVKLS#%RDUG#PRQLWRUV#WKH#
DIWHU0PDUNHW#IRU#WKH#PDWHULDO#UHVXOWLQJ#IURP#WKH#PDQDJHPHQW#
RI#XVHG#WLUHV#WR#HQVXUH#WKH#PDWHULDOV#DUH#EHLQJ#DSSURSULDWHO\#
UHF\FOHG1

2.71 :LWK#UHJDUG#WR#PRQLWRULQJ#WKH#DIWHU0PDUNHW#ZKHQ#WKHVH#WLUHV#DUH#
SURFHVVHG/#WKH#%RDUG#VDLG#WKDW#75$&&#VXEPLWV#D#PRQWKO\#LQYRLFH#IRU#
SURFHVVHG#3DVVHQJHU#7LUH#(TXLYDOHQWV#+37(V,#+L1H1#IRU#UHF\FOLQJ#WKH#
UXEEHU,1#7KH#%RDUG#SHUIRUPV#YHULILFDWLRQ#SURFHGXUHV#RQ#HDFK#PRQWKO\#
LQYRLFH1#,Q#DGGLWLRQ/#WKH#%RDUG#UDQGRPO\#FKRRVHV#LQYRLFHV#IRU#VDOHV#RI#
WKH#UHF\FOHG#SURGXFW#DQG#FRQILUPV#E\#SKRQH#ZLWK#WKH#SXUFKDVHU#WKDW#D#
FHUWDLQ#SURGXFW#ZDV#SXUFKDVHG#IURP#75$&&#DW#D#FHUWDLQ#SULFH1#:H#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 54



'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5
QRWHG#WKH#VWRFNSLOH#RI#XVHG#WLUHV#LQ#75$&&·V#VWRUDJH#\DUG#KDV#QRW#
LQFUHDVHG#LQ#DSSUR[LPDWHO\#RQH#\HDU/#FRQILUPLQJ#WKDW#VRPHWKLQJ#LV#EHLQJ#
GRQH#ZLWK#WKH#GDLO\#LQWDNH#RI#XVHG#WLUHV1

2.72 &XUUHQWO\/#LW#DSSHDUV#WKDW#'2(#UHOLHV#PDLQO\#RQ#YHUEDO#UHSRUWV#
IURP#WKH#%RDUG#WR#HQVXUH#WKH#%RDUG#PRQLWRUV#WKH#DIWHU0PDUNHW#IRU#
UHF\FOHG#PDWHULDOV1#$JDLQ/#VLQFH#WKH#&KDLUPDQ#RI#WKH#%RDUG#LV#D#VHQLRU#
'2(#HPSOR\HH/#WKLV#LQIRUPDO#UHSRUWLQJ#DSSHDUV#WR#SURYLGH#D#VXIILFLHQW#
PHDQV#IRU#'2(#WR#HQVXUH#WKH#%RDUG#PRQLWRUV#WKH#DIWHU0PDUNHW#RI#
PDWHULDOV1#,Q#RWKHU#ZRUGV/#WKLV#FULWHULRQ#ZDV#PHW#E\#'2(1

2.73 1RWZLWKVWDQGLQJ#RXU#FRQFOXVLRQ/#ZH#VHH#URRP#IRU#LPSURYHPHQW#
LQ#WKLV#DUHD1#:H#EHOLHYH#WKH#%RDUG#FRXOG#SRVVLEO\#HQJDJH#WKHLU#ILQDQFLDO#
VWDWHPHQW#DXGLWRUV#WR#REWDLQ#DGGLWLRQDO#DVVXUDQFH#RQ#WKH#FRQYHUVLRQ#RI#
WKH#UXEEHU#WR#DQ#DIWHU0PDUNHW#XVH1#7KLV#DVVXUDQFH#FRXOG#EH#
FRPPXQLFDWHG#WR#'2(#WR#VDWLVI\#WKH#'HSDUWPHQW#WKDW#WKH#UHF\FOLQJ#DLPV#
ZHUH#EHLQJ#DFFRPSOLVKHG1

5HSRUWLQJ#RQ#HIIHFWLYHQHVV 2.74 6HFWLRQ#46#RI#WKH#$XGLWRU#*HQHUDO#$FW#GLUHFWV#RXU#2IILFH#LQ#WHUPV#
RI#RXU#UHSRUWLQJ#UHVSRQVLELOLWLHV#WR#WKH#/HJLVODWLYH#$VVHPEO\1#$PRQJ#WKH#
VSHFLILF#DUHDV#ZH#DUH#GLUHFWHG#WR#UHSRUW#RQ#DUH#LQVWDQFHV#ZKHUH#
´SURFHGXUHV#KDYH#QRW#EHHQ#HVWDEOLVKHG#WR#PHDVXUH#DQG#UHSRUW#RQ#WKH#
HIIHFWLYHQHVV#RI#SURJUDPV/#ZKHUH/#LQ#WKH#RSLQLRQ#RI#WKH#$XGLWRU#*HQHUDO/#
WKH#SURFHGXUHV#FRXOG#DSSURSULDWHO\#DQG#UHDVRQDEO\#EH#XVHG1µ#

2.75 2U#DOWHUQDWLYHO\/#ZH#PXVW#DOVR#UHSRUW#ZKHUH#´SURFHGXUHV#
HVWDEOLVKHG#WR#PHDVXUH#DQG#UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#SURJUDPV#ZHUH#
QRW/#LQ#WKH#RSLQLRQ#RI#WKH#$XGLWRU#*HQHUDO/#VDWLVIDFWRU\1µ

2.76 %HFDXVH#RI#WKLV#SHUVSHFWLYH/#ZH#GHYHORSHG#WKH#IROORZLQJ#
FULWHULRQ=

'2(#VKRXOG#UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#WKH#WLUH#UHF\FOLQJ#
LQLWLDWLYHV#WR#WKH#/HJLVODWLYH#$VVHPEO\1#2QH#SRVVLEOH#PHWKRG#
FRXOG#EH#WKURXJK#WDEOLQJ#WKH#6WHZDUGVKLS#%RDUG·V#$QQXDO#
5HSRUW#DQG#DQQXDO#ILQDQFLDO#VWDWHPHQWV1

2.77 :H#DUH#SOHDVHG#WR#UHSRUW#WKDW#6HFWLRQ#47#RI#5HJXODWLRQ#<90;5#
UHFRJQL]HV#WKH#LPSRUWDQFH#RI#DFFRXQWDELOLW\#DQG#UHSRUWLQJ#RQ#SURJUDP#
HIIHFWLYHQHVV1#,W#UHTXLUHV#DQQXDO#SXEOLF#UHSRUWLQJ#RQ#D#YDULHW\#RI#
SHUIRUPDQFH#DUHDV1#7KH#VHFWLRQ#UHDGV#DV#IROORZV=

+4,##$V#VRRQ#DV#LV#SUDFWLFDEOH#DIWHU#WKH#HQG#RI#HDFK#ILVFDO#\HDU#
RI#WKH#%RDUG/#DQG#LQ#DQ\#HYHQW#QRW#ODWHU#WKDQ#QLQHW\#GD\V#DIWHU#
WKH#HQG#RI#HDFK#ILVFDO#\HDU/#WKH#%RDUG#VKDOO#SURYLGH#WKH#
0LQLVWHU#ZLWK#D#FRS\#RI#LWV#DXGLWHG#ILQDQFLDO#VWDWHPHQW#IRU#WKDW#
ILVFDO#\HDU/#DQG#ZLWK#DQ#DQQXDO#UHSRUW#LQ#ZKLFK#DUH#VHW#RXW/#
UHVSHFWLQJ#WKDW#ILVFDO#\HDU/
55 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP
+D,###WKH#QXPEHU#RI#WLUHV#VXSSOLHG#E\#DOO#KROGHUV#RI#D#VXSSOLHU#
UHJLVWUDWLRQ/

+E,##WKH#DPRXQW#RI#IHHV#UHPLWWHG#WR#WKH#%RDUG/#LQFOXGLQJ/#
VHSDUDWHO\/#WKH#DPRXQW#RI#LQWHUHVW#RQ#RXWVWDQGLQJ#IHHV#DQG#
WKH#DPRXQW#RI#SHQDOWLHV/

+F,##WKH#QXPEHU#RI#VFUDS#WLUHV#FROOHFWHG/

+G,##WKH#QXPEHU#RI#VFUDS#WLUHV#SURFHVVHG/

+H,##WKH#FRVW#RI#WKH#FROOHFWLRQ#DQG#SURFHVVLQJ/

+I,##WKH#UHVXOWV#RI#DQ\#LQVSHFWLRQV#FRQGXFWHG#RQ#VXSSOLHUV#RU#
RWKHUV#XQGHU#WKLV#5HJXODWLRQ/

+J,##D#GHVFULSWLRQ#RI#DOO#HQIRUFHPHQW#DFWLYLWLHV/

+K,##D#GHVFULSWLRQ#RI#RWKHU#UHODWHG#DFWLYLWLHV#RI#WKH#%RDUG/

+L,##D#GHVFULSWLRQ#RI#HPHUJLQJ#WUHQGV#LQ#WKH#ILHOG#RI#VFUDS#WLUH#
PDQDJHPHQW/#DQG

+M,##DQ\#RWKHU#LQIRUPDWLRQ#UHTXLUHG#E\#WKH#0LQLVWHU1

+5,##7KH#0LQLVWHU#VKDOO#VXEPLW#WKH#DXGLWHG#ILQDQFLDO#VWDWHPHQW#
DQG#WKH#DQQXDO#UHSRUW#WR#WKH#/HJLVODWXUH#HDFK#\HDU1

2.78 7KH#%RDUG·V#'HFHPEHU#4<<:#$QQXDO#5HSRUW#DQG#ILQDQFLDO#
VWDWHPHQWV#ZHUH#ILOHG#ZLWK#WKH#&OHUN#RI#WKH#/HJLVODWLYH#$VVHPEO\#LQ#
-XO\ 4<<;1#7KLV#ZDV#DSSUR[LPDWHO\#WKUHH#PRQWKV#ODWH1#7KH#$QQXDO#
5HSRUW#LV#IDLUO\#FRPSUHKHQVLYH#DQG#SURYLGHV#D#VLJQLILFDQW#DPRXQW#RI#
LQIRUPDWLRQ#RQ#WKH#%RDUG#DQG#WKH#SURJUDP1#7KH#UHSRUW#DQG#WKH#
DFFRPSDQ\LQJ#ILQDQFLDO#VWDWHPHQWV#SURYLGH#LQIRUPDWLRQ#RQ#D#QXPEHU#RI#
WKH#LWHPV#VHW#RXW#LQ#VHFWLRQ#47+4,#LQFOXGLQJ#WKH#DPRXQW#RI#IHHV#UHPLWWHG#WR#
WKH#%RDUG#DQG#WKH#QXPEHU#RI#VFUDS#WLUHV#FROOHFWHG1

2.79 ,Q#D#QXPEHU#RI#FDVHV/#KRZHYHU/#LW#DSSHDUV#WKH#UHSRUW#GLG#QRW#
PHHW#WKH#UHTXLUHPHQWV#RI#VHFWLRQ#47+4,1#,QIRUPDWLRQ#ZDV#HLWKHU#QRW#
DYDLODEOH#RU#QRW#HDVLO\#ORFDWHG#IRU#D#QXPEHU#RI#WKH#IROORZLQJ#
UHTXLUHPHQWV=

+D,##WKH#QXPEHU#RI#WLUHV#VXSSOLHG#E\#DOO#KROGHUV#RI#D#VXSSOLHU#
UHJLVWUDWLRQ/

+G,##WKH#QXPEHU#RI#VFUDS#WLUHV#SURFHVVHG/

+H,##WKH#FRVW#RI#WKH#FROOHFWLRQ#DQG#SURFHVVLQJ/

+J,##D#GHVFULSWLRQ#RI#DOO#HQIRUFHPHQW#DFWLYLWLHV/

+K,##D#GHVFULSWLRQ#RI#RWKHU#UHODWHG#DFWLYLWLHV#RI#WKH#%RDUG/#

+L,##D#GHVFULSWLRQ#RI#HPHUJLQJ#WUHQGV#LQ#WKH#ILHOG#RI#VFUDS#WLUH#
PDQDJHPHQW/
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'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5
+M,##DQ\#RWKHU#LQIRUPDWLRQ#UHTXLUHG#E\#WKH#0LQLVWHU1

2.80 5HJDUGLQJ#UHTXLUHPHQW#+G,/#WKHUH#ZDV#D#EULHI#VWDWHPHQW#WKDW#

1111#75$&&#KDV#H[SHULHQFHG#VRPH#WLUH#SURFHVVLQJ#GHOD\V1#,Q#
IDFW/#WKH#VKUHGGLQJ#DQG#FUXPELQJ#RI#WLUHV#KDV#UHDFKHG#
SURGXFWLRQ#OHYHOV#LQ#4<<:>#KRZHYHU/#UXEEHU#PDWV#DQG#VLPLODU#
SURGXFWV#ZHUH#RQO\#SURGXFHG#LQ#VPDOO#WULDO#UXQV#WRZDUGV#WKH#
HQG#RI#WKH#\HDU1

2.81 :H#EHOLHYH#LW#ZRXOG#KDYH#EHHQ#XVHIXO#WR#SURYLGH#DFWXDO#VWDWLVWLFV#
RQ#QXPEHUV#SURFHVVHG1#$#VLPLODU#VWDWHPHQW#FRXOG#EH#PDGH#IRU#DUHDV#VXFK#
DV#´WKH#FRVW#RI#SURFHVVLQJµ#DQG#´D#GHVFULSWLRQ#RI#DOO#HQIRUFHPHQW#
DFWLYLWLHV1µ

2.82 7KH#SUHSDUDWLRQ#RI#WKH#4<<;#$QQXDO#5HSRUW#ZDV#QRW#FRPSOHWHG#DW#
WKH#HQG#RI#RXU#ILHOGZRUN#+DSSUR[LPDWHO\#WKH#HQG#RI#0D\#4<<<,1#:H#KDG#
VRPH#GLVFXVVLRQ#RQ#6HFWLRQ#47#ZLWK#'2(#DQG#ZHUH#LQIRUPHG#WKH#%RDUG#
PD\#FRQVLGHU#LQFOXGLQJ#LQ#LWV#QH[W#$QQXDO#5HSRUW#D#VXPPDU\#E\#
SURYLQFH#RI#WKH#XVHG#WLUH#FROOHFWLRQ#DQG#UHF\FOLQJ#DFWLYLW\1#7KLV#FRXOG#EH#
VHHQ#DV#SURYLGLQJ#´D#GHVFULSWLRQ#RI#HPHUJLQJ#WUHQGV#LQ#WKH#ILHOG#RI#VFUDS#
WLUH#PDQDJHPHQW1µ

2.83 ,Q#RXU#RSLQLRQ/#WKLV#FULWHULRQ#LV#RQO\#SDUWLDOO\#PHW#DV#D#UHVXOW#RI#
WKH#XQILOHG#4<<;#$QQXDO#5HSRUW/#WKH#ODWH#UHSRUW#LQ#4<<:#DQG#WKH#HOHPHQWV#
RI#47+4,#WKDW#KDYH#QRW#\HW#EHHQ#UHSRUWHG#RQ1

2.84 2QH#WKLQJ#WKH#UHSRUW#SUHSDUHUV#PLJKW#FRQVLGHU#LQFOXGLQJ#ZRXOG#
EH#D#WDEOH#RU#FKHFNOLVW#ZKLFK#OLVWHG#WKH#UHTXLUHPHQWV#RI#6HFWLRQ#47#DORQJ#
ZLWK#FURVV0UHIHUHQFHV#DV#WR#KRZ#WKH#UHSRUW#VDWLVILHG#HDFK#RI#WKHP1

5HFRPPHQGDWLRQ 2.85 :H#UHFRPPHQGHG#'2(#HQVXUH#WKH#$QQXDO#5HSRUW#RI#WKH#
%RDUG#IRU#4<<;#DQG#IXWXUH#\HDUV#IROORZV#WKH#SURYLVLRQV#RI#6HFWLRQ#47#
RI#WKH#5HJXODWLRQ1

'HSDUWPHQWDO#UHVSRQVH 2.86 7KH#'HSDUWPHQW#KDV#UHYLHZHG#WKH#$XGLWRU#*HQHUDO·V#YLHZV#
UHVSHFWLQJ#ZKDW#FRQVWLWXWHV#IXOILOPHQW#RI#WKH#UHTXLUHPHQWV#RI#6HFWLRQ#47#
RI#WKH#5HJXODWLRQ/#DJUHHV#ZLWK#WKHP/#DQG#KDV#SDVVHG#WKH#$XGLWRU#
*HQHUDO·V#UHFRPPHQGDWLRQV#RQ#WR#WKH#%RDUG1

$QDO\]LQJ#WKH#IHH#VWUXFWXUH 2.87 6HYHUDO#VHFWLRQV#RI#WKH#5HJXODWLRQ#GHDO#ZLWK#WKH#IHH#DQG#WKH#
ILQDQFLDO#DIIDLUV#RI#WKH#%RDUG1#2QH#RI#RXU#FULWHULD#UHODWHV#GLUHFWO\#WR#WKH#
IHH#VWUXFWXUH1#7KDW#LV=

'2(#VKRXOG#KDYH#SURFHGXUHV#LQ#SODFH#WR#SHULRGLFDOO\#DQDO\]H#
WKH#IHH#VWUXFWXUH#WR#HQVXUH#LW#FRQWULEXWHV#DSSURSULDWHO\#WRZDUGV#
WKH#ZDVWH#PDQDJHPHQW#JRDO1

2.88 2YHUDOO/#LW#LV#WRR#HDUO\#WR#HYDOXDWH#WKLV#FULWHULRQ1#7KH#%RDUG#KDV#
QRW#RSHUDWHG#ORQJ#HQRXJK#WR#SURSHUO\#DVVHVV#WKH#IHH#VWUXFWXUH1#+RZHYHU/#
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&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP
ZH#VWLOO#KDYH#VRPH#REVHUYDWLRQV1#,QGHHG/#WKHVH#REVHUYDWLRQV#ZLOO#KHOS#WKH#
UHDGHU#XQGHUVWDQG#ZK\#ZH#DUH#XQDEOH#WR#FRQFOXGH1

2.89 7KHUH#KDV#EHHQ#VRPH#RQJRLQJ#FRQFHUQ#UHJDUGLQJ#WKH#+67#VWDWXV#
RI#WKH#IHH#FKDUJHG#E\#75$&&1#7KH#%RDUG#DQG#LWV#DXGLWRUV#DUH#DFWLYHO\#
ZRUNLQJ#RQ#WKH#+67#UHTXLUHPHQWV#ZLWK#5HYHQXH#&DQDGD1#7KH#RXWFRPH#
RI#WKLV#+67#ZRUN#FRXOG#UHIOHFW#RQ#WKH#H[LVWLQJ#IHH1#

2.90 $#VHFRQG#DUHD#RI#FRQFHUQ#LV#WKH#JURZLQJ#OLDELOLW\#RQ#WKH#ILQDQFLDO#
VWDWHPHQWV#RI#WKH#%RDUG1#7KLV#OLDELOLW\#LV#NQRZQ#DV#´DFFUXHG#SURFHVVLQJ#
IHHV1µ#$FFUXHG#SURFHVVLQJ#IHHV#UHSUHVHQW#WKH#DPRXQW#WR#EH#SDLG#ZKHQ#
SURGXFWV#FRQWDLQLQJ#WKH#UHF\FOHG#PDWHULDO#DUH#VROG1#$Q#HIIHFWLYH#
UHF\FOLQJ#SURJUDP#ZRXOG#VHH#WKH#EDODQFH#UHPDLQLQJ#FRQVWDQW#RU/#LGHDOO\/#
GHFUHDVLQJ1#7KLV#OLDELOLW\#KDV#JURZQ#IURP#'579/::;#DW#64#'HFHPEHU#
4<<9#WR#'4/:3</5<<#DW#64#'HFHPEHU#4<<;1

2.91 2XU#FRQFHUQ#LV#WKDW#WKH#'4/:3</5<<#HTXDWHV#WR#DSSUR[LPDWHO\#
417 PLOOLRQ#SDVVHQJHU#WLUH#HTXLYDOHQWV4#+37(V,1#(YHQ#WKRXJK#WKHUH#LV#QRW#
DQ#DFFXUDWH#LQYHQWRU\#RI#WKH#37(V#LQ#WKH#VWRUDJH#\DUG#DW#75$&&/#LW#LV#
QRW#417#PLOOLRQ#37(V1#2QH#HVWLPDWH#ZH#ZHUH#JLYHQ#DV#DW#64#'HFHPEHU#
4<<;#ZDV#DSSUR[LPDWHO\#:83/333#37(V1#7KH#TXHVWLRQ#DULVHV/#ZKDW#KDV#
KDSSHQHG#WR#WKH#RWKHU#933/333#WR#:33/333#37(V#SLFNHG#XS#EXW#QRW#LQ#WKH#
VWRUDJH#\DUG"#$QRWKHU#UHODWHG#TXHVWLRQ#ZH#KDYH#LV#ZK\#KDV#WKH#ILQDQFLDO#
VWDWHPHQW#OLDELOLW\#FRQWLQXHG#WR#JURZ#HYHQ#WKRXJK#WKH#QXPEHU#RI#WLUHV#KDV#
UHPDLQHG#IDLUO\#FRQVWDQW#VLQFH#PLG04<<;"

2.92 :H#ZHUH#SURYLGHG#ZLWK#VHYHUDO#SRVVLEOH#H[SODQDWLRQV#IRU#WKH#
YDULDQFH1#)RU#H[DPSOH#75$&&/#ZLWK#DSSURYDO#RI#'2(/#VKUHGGHG#
DSSUR[LPDWHO\#4:8/333#37(V#WR#EH#XVHG#DV#D#SULYDWH#ZDWHU#ILOWHU1#
75$&&#ZDV#QRW#UHLPEXUVHG#WKH#VHFRQG#´RQH0KDOIµ#RI#WKH#OHY\#IRU#WKLV#
SURMHFW/#UHVXOWLQJ#LQ#D#SHUPDQHQW#YDULDQFH#IRU#SXUSRVHV#RI#WKH#
FDOFXODWLRQ1#:H#KDYH#QRW#YHULILHG#WKH#H[SODQDWLRQV#RIIHUHG#EXW#KDYH#
QRWHG#ERWK#WKH#UHF\FOHU#DQG#WKH#%RDUG#KDYH#DQ#LQWHUHVW#LQ#WKH#PDWWHU1

5HFRPPHQGDWLRQ 2.93 :H#UHFRPPHQGHG#WKH#%RDUG#LQLWLDWH#D#VWXG\#WR#DQDO\]H#WKH#
LVVXHV#VXUURXQGLQJ#WKH#JURZLQJ#OLDELOLW\#IRU#DFFUXHG#SURFHVVLQJ#IHHV1

'HSDUWPHQWDO#UHVSRQVH 2.94 7KH#'HSDUWPHQW#KDV#EHHQ#DZDUH#RI#WKH#GLVFUHSDQF\#LGHQWLILHG#E\#
WKH#$XGLWRU#*HQHUDO#DQG#KDV#EHHQ#ZRUNLQJ#ZLWK#WKH#%RDUG#WR#FODULI\#WKH#
LVVXH1#>2XU#XQGHUVWDQGLQJ#LV#WKDW#WKH#%RDUG#KDV#LQLWLDWHG#D#VWXG\#WR#
DQDO\]H#WKH#LVVXHV#VXUURXQGLQJ#WKH#JURZLQJ#OLDELOLW\#IRU#DFFUXHG#
SURFHVVLQJ#IHHV1@

2EMHFWLYH#&6##
3URWHFWLRQ#RI#WKH#3XEOLF

2.95 :H#EHJDQ#WKH#FKDSWHU#ZLWK#D#EULHI#UHIHUHQFH#WR#WKH#WLUH#ILUH#LQ#
+DJHUVYLOOH/#2QWDULR#LQ#4<<31#0RUH#UHFHQWO\#ZH#KDYH#VHHQ#D#WLUH#ILUH#DW#D#
UHF\FOLQJ#IDFLOLW\#LQ#RXU#QHLJKERXULQJ#SURYLQFH#RI#1RYD#6FRWLD1#2XU#

41 +'4/:3</5<<#¸#'4158#SHU#37(,
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 58



'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5

59 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

WKLUG#REMHFWLYH#ZDV#GHYHORSHG#ZLWK#WKRXJKWV#RI#WKH#SRWHQWLDO#GDQJHU#
LQYROYHG=

7R#GHWHUPLQH#LI#'2(#DQG#DQ\#RWKHU#DSSURSULDWH#JRYHUQPHQW#
DJHQFLHV#DUH#HQVXULQJ#WKH#SXEOLF#LV#DGHTXDWHO\#SURWHFWHG#IURP#
GDQJHU#RI#WLUH#ILUHV#DQG#WKDW#DSSURSULDWH#FRQWLQJHQF\#SODQV#DUH#
LQ#SODFH#WR#GHDO#ZLWK#WKH#UHODWHG#GLVDVWHU#LVVXHV1

2.96 )RU#DOO#SUDFWLFDO#SXUSRVHV#ZH#KDYH#UHVWULFWHG#WKH#PHDQLQJ#RI#WKH#
SKUDVH#´DQ\#RWKHU#DSSURSULDWH#JRYHUQPHQW#DJHQFLHVµ#WR#WKH#2IILFH#RI#WKH#
)LUH#0DUVKDOO1#7KH#)LUH#0DUVKDOO#LV#DQ#HPSOR\HH#RI#WKH#'HSDUWPHQW#RI#
0XQLFLSDOLWLHV#DQG#+RXVLQJ1#

2.97 :H#KDG#WKUHH#FULWHULD#XQGHU#WKLV#REMHFWLYH1#7KH#ILUVW#GHDOW#
GLUHFWO\#ZLWK#KRZ#'2(#DQG#RWKHU#DJHQFLHV#DGGUHVV#WKH#ULVN#RI#D#WLUH#ILUH1#
7KLV#LV=

'2(#DQG#DQ\#RWKHU#DSSURSULDWH#JRYHUQPHQW#DJHQFLHV#VKRXOG#
HQVXUH#WKDW#75$&&#KDV#DQ#DSSURSULDWH#ULVN#PDQDJHPHQW#SODQ#
LQ#SODFH#WR#GHDO#ZLWK#WKH#SRWHQWLDO#WKUHDW#RI#D#WLUH#ILUH1

2.98 2XU#UHSRUWLQJ#IRU#WKLV#FULWHULRQ#EHJLQV#ZLWK#DQ#H[DPLQDWLRQ#RI#
WKH#RULJLQDO#LQGXVWULDO#DSSURYDO#JUDQWHG#E\#'2(1

2.99 '2(#LVVXHG#D#&HUWLILFDWH#RI#$SSURYDO#WR#&RQVWUXFW#DQG#2SHUDWH#D#
VFUDS#WLUH#\DUG#WR#75$&&#RQ#58#6HSWHPEHU#4<<91#7KH#&HUWLILFDWH#RI#
$SSURYDO#UHIHUUHG#WR#D#'RFXPHQW#´$µ1#&RQWDLQHG#LQ#WKDW#'RFXPHQW#´$µ#
ZDV#D#UHIHUHQFH#WR#D#&RQWLQJHQF\#3ODQ#IRU#WKH#2SHUDWLRQ#RI#D#7LUH#
6WRUDJH#<DUG#DQG#0DQXIDFWXULQJ#3ODQW#+WKH#3ODQ,1#:H#UHFHLYHG#D#FRS\#RI#
WKH#3ODQ#ZKLFK#ZDV#LGHQWLILHG#DV#´'UDIWµ1#$OO#LQGLFDWLRQV#SRLQW#WR#WKLV#
3ODQ#EHLQJ#D#UHTXLUHPHQW#RI#WKH#&HUWLILFDWH#RI#$SSURYDO#WR#&RQVWUXFW#DQG#
2SHUDWH1

2.100 7KH#3ODQ#ZDV#SUHSDUHG#E\#75$&&#DQG#RXWOLQHG#WKH#VWDQGDUGV#
WKDW#75$&&#IROORZHG#WR#GHYHORS#D#VDIH#WLUH#VWRUDJH#IDFLOLW\#DQG#
PDQXIDFWXULQJ#SODQW#DW#0LQWR/#1HZ#%UXQVZLFN1

2.101 7KH#3ODQ#LQFRUSRUDWHG#SURFHGXUHV#WR#IROORZ#LQ#FDVH#DQ#
HQYLURQPHQWDO#HPHUJHQF\#RFFXUUHG/#HVSHFLDOO\#D#WLUH#ILUH1#,W#DOVR#RXWOLQHG#
VXSSRUW#VHUYLFHV#WKDW#75$&&#KDG#LQFRUSRUDWHG#LQWR#WKH#3ODQ#WKURXJK#
FRQVXOWDWLRQ#DQG#GLUHFW#VXSSRUW#IURP#YDULRXV#SURYLQFLDO#DQG#IHGHUDO#
JRYHUQPHQW#DJHQFLHV1

2.102 7KH#3ODQ#RXWOLQHG#FRPSUHKHQVLYH#SURFHGXUHV/#WKDW#75$&&#
ZRXOG#XQGHUWDNH/#WR#FRSH#ZLWK#HQYLURQPHQWDO#HPHUJHQFLHV#VXFK#DV#ILUH/#
RXWGRRU#VWRUDJH#RI#IXHO/#RQ#VLWH#ZDWHU#FRQWDLQPHQW#UHVXOWLQJ#IURP#D#ILUH#
DQG#RQ#VLWH#VWRUDJH#RI#ILUH#UHWDUGLQJ#FKHPLFDOV1

2.103 2YHUDOO/#WKH#3ODQ#DSSHDUHG#TXLWH#FRPSUHKHQVLYH1#,W#FDOOHG#IRU#D#
\HDUO\#UHYLHZ#DQG#DSSHDUHG#WR#FRQWDLQ#QXPHURXV#EHQFKPDUNV#WR#XVH#LQ#



&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP

5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 5:

PHDVXULQJ#SHUIRUPDQFH1#+RZHYHU/#LW#DSSHDUV#WKLV#3ODQ#UHPDLQHG#LQ#D#
'UDIW#IRUP#RQO\1#,Q#IDFW#D#VXEVHTXHQW#$SSURYDO#WR#2SHUDWH#LVVXHG#E\#
'2(#WR#75$&&#RQ#WKH#43#2FWREHU#4<<;#GRHV#QRW#PHQWLRQ#WKH#3ODQ1

2.104 $V#D#UHVXOW#RI#RXU#DXGLW#ZRUN/#ZH#EHOLHYH#WKHUH#LV#QR#RIILFLDO#
FRQWLQJHQF\#SODQ#LQ#SODFH#WR#DGHTXDWHO\#SURWHFW#WKH#SXEOLF#IURP#WKH#
GDQJHU#RI#WLUH#ILUHV1#:H#KDYH#DVNHG#75$&&#WKDW#TXHVWLRQ#DQG#ZHUH#
UHIHUUHG#EDFN#WR#'2(1#:H#DOVR#LQTXLUHG#RI#WKHVH#LVVXHV#DW#WKH#)LUH#
0DUVKDOO·V#2IILFH#ZKR#DOVR#UHIHUUHG#XV#EDFN#WR#'2(1#

2.105 :LWKRXW#D#FRPSUHKHQVLYH#FRQWLQJHQF\#SODQ#LQ#SODFH/#D#QXPEHU#RI#
TXHVWLRQV#UHPDLQ#XQDQVZHUHG1#)RU#LQVWDQFH/#VRPH#EDVLF#TXHVWLRQV#
UHODWHG#WR#WKH#LQYROYHPHQW#RI#WKH#0LQWR#)LUH#'HSDUWPHQW#ZRXOG#EH=

• GRHV#WKH#)LUH#'HSDUWPHQW#KDYH#D#SK\VLFDO#OD\RXW#RI#WKH#WLUH#SLOHV#LQ#
WKH#\DUG>

• GRHV#WKH#)LUH#'HSDUWPHQW#KDYH#D#NH\#WR#WKH#PDLQ#JDWH>

• KDV#WKH#)LUH#'HSDUWPHQW#KDG#D#UHFHQW#FDOO#WR#75$&&#WR#GHWHUPLQH#
UHVSRQVH#WLPH>

• KDV#WKH#)LUH#'HSDUWPHQW#SDUWLFLSDWHG#LQ#D#ILUH#GULOO#DW#75$&&>

• GRHV#WKH#)LUH#'HSDUWPHQW#KDYH#HQRXJK#&ODVV#$#IRDP#RIIVLWH#WR#ILJKW#
D#WLUH#ILUH#LI#75$&&·V#RQVLWH#IRDP#LV#LQDFFHVVLEOH#DV#D#UHVXOW#RI#WKH#
ILUH>#DQG

• GRHV#WKH#)LUH#'HSDUWPHQW#EHOLHYH#WKH#SXEOLF#LV#DGHTXDWHO\#SURWHFWHG#
IURP#WKH#GDQJHU#RI#D#WLUH#ILUH"

2.106 :H#FRQVLGHU#WKHVH#DUH#WKH#W\SHV#RI#TXHVWLRQV#D#&RQWLQJHQF\#3ODQ#
QHHGV#WR#DGGUHVV1#$OWKRXJK#ZH#DUH#QRW#H[SHUWV#LQ#ILUH#SURWHFWLRQ#DQG#
UHODWHG#PDWWHUV/#WKH#LGHD#RI#PDNLQJ#WKH#&RQWLQJHQF\#3ODQ#SDUW#RI#WKH#
DSSURYDO#FHUWDLQO\#VHHPHG#WR#KDYH#YDOLGLW\1#:H#KDYH#GLVFXVVHG#WKLV#LVVXH#
DW#VRPH#OHQJWK#ZLWK#'2(#DQG#WKH#)LUH#0DUVKDOO1#%HFDXVH#RI#RXU#
FRQFHUQV/#ZH#KDYH#FRQFOXGHG#WKH#FULWHULRQ#ZDV#QRW#PHW1

5HFRPPHQGDWLRQV 2.107 :H#UHFRPPHQGHG#WKDW#'2(#LQFOXGH#D#FRQWLQJHQF\#SODQ#
+VLPLODU#WR#WKH#DERYH#PHQWLRQHG#GUDIW,#DV#D#UHTXLUHPHQW#WR#RSHUDWH#
WKH#VFUDS#WLUH#VWRUDJH#\DUG1

2.108 6LQFH#WKH#)LUH#0DUVKDOO#KDV#VSHFLDO#H[SHUWLVH#LQ#ILUH#
SUHYHQWLRQ#DQG#ILUH#ILJKWLQJ#PDWWHUV/#ZH#IXUWKHU#UHFRPPHQGHG#WKDW#
'2(#DQG#WKH#)LUH#0DUVKDOO#FR0RSHUDWH#LQ#DVVHVVLQJ#WKH#
DSSURSULDWHQHVV#RI#WKH#FRQWLQJHQF\#SODQ1

'HSDUWPHQWDO#UHVSRQVH 2.109 7KH#'HSDUWPHQW#DJUHHV#ZLWK#WKH#$XGLWRU#*HQHUDO#WKDW#WKHUH#LV#D#
YDOXH#LQ#KDYLQJ#D#GRFXPHQWHG#SODQ#IRU#GHDOLQJ#ZLWK#SRWHQWLDO#
HQYLURQPHQWDO#HPHUJHQFLHV#DW#WKH#75$&&#WLUH#VWRUDJH#\DUG1#,Q#OLJKW#RI#
WKH#SUR[LPLW\#RI#WKH#EXLOGLQJ#WR#WKH#WLUH#VWRUDJH#\DUG#DQG#WKH#SRVVLELOLW\#
WKDW#D#ILUH#LQ#WKH#SODQW#FRXOG#VSUHDG#WR#WKH#\DUG/#WKH#SODQ#VKRXOG#DOVR#



'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5

5; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

DGGUHVV#ILUH#SUHYHQWLRQ#DQG#UHVSRQVH#LQ#WKH#EXLOGLQJ#LWVHOI1#7KH#
'HSDUWPHQW#ZLOO#ZRUN#ZLWK#WKH#)LUH#0DUVKDOO#WR#GHILQH#WKH#SHUWLQHQW#
FKDUDFWHULVWLFV#RI#VXFK#D#SODQ#DQG#ZLOO#UHTXLUH#75$&&#WR#SURSRVH#D#
SODQ1#:KHQ#WKH#SODQ#LV#VXEPLWWHG/#WKH#'HSDUWPHQW#ZLOO#IRUZDUG#WKH#SODQ#
WR#WKH#)LUH#0DUVKDOO#IRU#UHYLHZ#DQG#DSSURYDO#DQG#LW#ZLOO#EHFRPH#SDUW#RI#
WKH#$SSURYDO#WR#2SHUDWH#XQGHU#WKH#:DWHU#4XDOLW\#UHJXODWLRQ1#7KH#
'HSDUWPHQW#ZLOO#UHTXLUH#WKDW#75$&&#UHYLHZ#WKH#SODQ#DQQXDOO\#WR#HQVXUH#
WKDW#LW#UHPDLQV#XS0WR0GDWH#DQG#WKDW#75$&&#GRFXPHQW#WKDW#WKH#UHYLHZ#WRRN#
SODFH1

2.110 )RU#WKRVH#LVVXHV#UHODWHG#WR#ILUH#SUHYHQWLRQ#DQG#UHVSRQVH/#DQG#
HQYLURQPHQWDO#FRQVHTXHQFHV#RI#D#ILUH/#WKH#'HSDUWPHQW#ZLOO#ZRUN#ZLWK#WKH#
)LUH#0DUVKDOO/#75$&&/#(02#DQG#WKH#9LOODJH#RI#0LQWR#WR#FROOHFWLYHO\#
HQVXUH#WKH#VDIHW\#RI#WKH#ZRUNHUV/#WKH#UHVLGHQWV#RI#0LQWR#DQG#WKH#
HQYLURQPHQW1#2QH#FRPSRQHQW#RI#WKH#SODQ#UHTXLUHG#E\#WKH#'HSDUWPHQW#
ZLOO#EH#FRQWLQJHQF\#SODQQLQJ#WR#DGGUHVV#WKH#HQYLURQPHQWDO#FRQVHTXHQFHV#
RI#D#ILUH/#H1J1#PDQDJLQJ#WKH#UXQ0RII#RI#ZDWHU#DQG#IRDP#XVHG#WR#VXSSUHVV#D#
ILUH#DQG#PDQDJLQJ#WKH#E\0SURGXFWV#RI#FRPEXVWLRQ1

2.111 $V#QRWHG#LQ#WKH#$XGLW#5HSRUW/#FRQWLQJHQF\#SODQQLQJ#FDQ#FRYHU#D#
EURDG#UDQJH#RI#LVVXHV1#6RPH#RI#WKH#FRQWLQJHQF\#PHDVXUHV#DUH#PRUH#
DSSURSULDWHO\#DGGUHVVHG#RXWVLGH#D#'2(#UHTXLUHG#SODQ1#,VVXHV#UHODWHG#WR#
HYDFXDWLRQ/#HYDFXDWLRQ#URXWHV/#HWF1#DUH#EHVW#GHDOW#ZLWK#E\#WKH#
PXQLFLSDOLW\1#6RPH#RI#WKH#LVVXHV#LQ#WKH#GUDIW#&RQWLQJHQF\#3ODQ#GHDOW#ZLWK#
QRUPDO#ZRUNSODFH#RSHUDWLRQ#DQG#ZRXOG#QRW#EH#DSSURSULDWH#LQ#D#SODQ#
UHTXLUHG#E\#WKH#'HSDUWPHQW/#H1J1#DGHTXDWH#GULQNLQJ#ZDWHU#VXSSO\#IRU#
ZRUNHUV/#WKH#ZHDULQJ#RI#KDUG#KDWV#DQG#HDU#SURWHFWRUV/#HWF1#

,QVSHFWLRQV#RI#75$&&#
&R0RUGLQDWLRQ#UHTXLUHG

2.112 2XU#RWKHU#WZR#FULWHULD#UHODWHG#WR#WKH#SODQQLQJ/#FR0RUGLQDWLQJ/#
FRQGXFWLQJ#DQG#UHSRUWLQJ#RI#LQVSHFWLRQV#RI#WKH#75$&&#IDFLOLW\1#7KHVH#
WZR#FULWHULD#DUH#DV#IROORZV=

'2(#DQG#DQ\#RWKHU#DSSURSULDWH#JRYHUQPHQW#DJHQFLHV#VKRXOG#
KDYH#DQ#HVWDEOLVKHG#DQG#FR0RUGLQDWHG#SODQ#WR#LQVSHFW#
75$&&·V#IDFLOLW\#LQ#DFFRUGDQFH#ZLWK#WKH#,QGXVWULDO#$SSURYDOV#
DQG#WKH#&&0(?1DWLRQDO#)LUH#&RGH#JXLGHOLQHV1

,QVSHFWLRQV#E\#'2(#DQG#DQ\#RWKHU#DSSURSULDWH#JRYHUQPHQW#
DJHQFLHV#VKRXOG#EH#FDUULHG#RXW#RQ#D#VFKHGXOHG#EDVLV/#ZLWK#
DSSURSULDWH#UHSRUWLQJ#DQG#FRUUHFWLYH#DFWLRQ#WDNLQJ#SODFH#DV#
UHTXLUHG1

2.113 6LQFH#WKHVH#FULWHULD#DUH#VR#FORVHO\#UHODWHG/#ZH#DUH#UHSRUWLQJ#RQ#
WKHP#WRJHWKHU1

2.114 ,Q#RXU#RSLQLRQ#WKHUH#LV#QR#VLQJOH#GHSDUWPHQW#RU#DJHQF\#
FR0RUGLQDWLQJ#WKH#YDULRXV#LQVSHFWLRQV1#,QVSHFWLRQV#DUH#RFFXUULQJ#EXW#
WKHUH#LV#QR#´HVWDEOLVKHG#DQG#FR0RUGLQDWHG#SODQ1µ#:H#KDYH#DOVR#FRQFOXGHG#
WKDW#WKHUH#LV#QRW#D#VFKHGXOHG#FR0RUGLQDWLRQ#RI#WKH#FRQGXFW#RI#LQVSHFWLRQV#
DQG#WKH#UHSRUWLQJ#RI#WKH#FRUUHVSRQGLQJ#UHVXOWV1



&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP

5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 5<

2.115 7KHUH#LV#HYLGHQFH#RI#QXPHURXV#YLVLWV#WR#WKH#75$&&#IDFLOLW\#E\#
ERWK#WKH#'HSDUWPHQW#RI#(QYLURQPHQW#DQG#WKH#)LUH#0DUVKDOO1#,W#DSSHDUV#
WKDW#HDFK#GHSDUWPHQW#RU#DJHQF\#KDG#FHUWDLQ#FRPSOLDQFH#FRQVLGHUDWLRQV#LQ#
PLQG/#VRPHWLPHV#RYHUODSSLQJ/#ZKHQ#FRQGXFWLQJ#WKHVH#YLVLWV1#:H#KDYH#
DOVR#QRWHG#D#FHUWDLQ#DPRXQW#RI#VKDULQJ#RI#LQIRUPDWLRQ#EHWZHHQ#'2(#DQG#
WKH#)LUH#0DUVKDOO1

2.116 '2(·V#,QGXVWULDO#$SSURYDOV#6HFWLRQ#PRQLWRUV#WKH#75$&&#
IDFLOLW\1#2XU#XQGHUVWDQGLQJ#LV#WKDW#LW#LV#UHVSRQVLEOH#IRU#PRQLWRULQJ#RQO\#
WKH#DLU#HPLVVLRQV#DQG#SRVVLEOH#JURXQG#ZDWHU#UXQ#RII1#7KH#,QGXVWULDO#
$SSURYDOV#6HFWLRQ#KDV#UHVSRQVLELOLW\#IRU#HQYLURQPHQWDO#SURWHFWLRQ#E\#
VHWWLQJ#WKH#FRQGLWLRQV#DQG#VWDQGDUGV#RI#DSSURYDOV#DQG#OLFHQVHV#WR#EH#
LVVXHG#WR#LQGXVWULDO#DQG#FRPPHUFLDO#RSHUDWLRQV1#7KH#&HUWLILFDWH#RI#
$SSURYDO#WR#&RQVWUXFW#DQG#2SHUDWH#PHQWLRQHG#SUHYLRXVO\#ZDV#LVVXHG#E\#
WKH#,QGXVWULDO#$SSURYDOV#6HFWLRQ1

2.117 ,W#DSSHDUV#WKDW#WKH#2IILFH#RI#WKH#)LUH#0DUVKDOO#KDV#WDNHQ#WKH#OHDG#
LQ#LQVSHFWLQJ#DQG#PRQLWRULQJ#75$&&·V#FRPSOLDQFH#ZLWK#1DWLRQDO#)LUH#
&RGH#*XLGHOLQHV1#2XU#XQGHUVWDQGLQJ#LV#WKH#)LUH#0DUVKDOO#EHFDPH#
LQYROYHG#DW#WKH#IDFLOLW\#IROORZLQJ#D#UHTXHVW#IURP#75$&&1#7KLV#KDV#
UHVXOWHG#LQ#QXPHURXV#YLVLWV#WR#WKH#75$&&#VLWH1

2.118 7KH#)LUH#0DUVKDOO#KDV#LVVXHG#DW#OHDVW#WKUHH#2UGHU#GRFXPHQWV#WR#
75$&&1#7KH#2UGHU#GRFXPHQWV#LGHQWLILHG#FHUWDLQ#FRPSOLDQFH#SUREOHPV#
DQG#JDYH#D#IXWXUH#GDWH#WR#VDWLVI\#FRPSOLDQFH1#1RQ0FRPSOLDQFH#ZLWK#WKHVH#
RUGHUV#RYHU#D#SHULRG#LQ#H[FHVV#RI#RQH#\HDU#UHVXOWHG#LQ#D#FRXUW#DFWLRQ#
DJDLQVW#75$&&#RQ#8#0D\#4<<<1#7ZR#DUHDV#RI#QRQ0FRPSOLDQFH#
DGGUHVVHG#H[FHVVLYH#KHLJKW#RI#WLUH#SLOHV#DQG#H[FHVVLYH#ZLGWK#+DUHD,#RI#WKH#
SLOHV1#$V#D#UHVXOW#RI#WKLV#H[FHVV/#WKH#WLUH#\DUG#DW#75$&&#KDV#H[FHHGHG#
FDSDFLW\#E\#DSSUR[LPDWHO\#653/333#WLUHV1#75$&&#KDV#XQWLO#HDUO\#
-DQXDU\#5333#WR#FRPSO\#ZLWK#WKH#FRXUW#RUGHU1#2QH#FDQ#FHUWDLQO\#VD\#WKH#
FRXUW#DFWLRQ#RI#8 0D\#4<<<#GUDPDWLFDOO\#LOOXVWUDWHV#WKH#)LUH#0DUVKDOO·V#
ZLOOLQJQHVV#WR#WDNH#FRUUHFWLYH#DFWLRQ1

2.119 :H#EHJDQ#WKLV#VHFWLRQ#ZLWK#RXU#FRQFOXVLRQ#WKDW#WKHUH#LV#QR#
HVWDEOLVKHG#DQG#FR0RUGLQDWHG#LQVSHFWLRQ#SODQ1#,Q#DGGLWLRQ/#WKHUH#LV#QR#
IRUPDO#FR0RUGLQDWLRQ#RI#WKH#FRQGXFW#RI#LQVSHFWLRQV#DQG#UHODWHG#UHSRUWLQJ1#
:H#DUH#QRW#QHFHVVDULO\#FRQFOXGLQJ#WKDW#WKH#FR0RUGLQDWLRQ#LVVXH#KDV#OHG#WR#
GHILFLHQFLHV#LQ#WKH#LQVSHFWLRQ#FRYHUDJH#LWVHOI1#%XW#ZH#VXJJHVW#WKDW#
LPSURYHPHQWV#FDQ#EH#PDGH#VR#WKDW#QRWKLQJ#´VOLSV#WKURXJK#WKH#FUDFNV1µ#

2.120 2QH#VXJJHVWLRQ#ZH#UHFHLYHG#GXULQJ#RXU#ZRUN#ZDV#D#SRVVLEOH#
QHHG#IRU#D#0HPRUDQGXP#RI#8QGHUVWDQGLQJ#+028,#EHWZHHQ#'2(#DQG#
WKH#)LUH#0DUVKDOO·V#2IILFH1#*LYHQ#WKDW#'2(#FUHDWHG#WKH#%RDUG/#SHUKDSV#
'2(#VKRXOG#WDNH#WKH#OHDG1#:H#EHOLHYH#'2(#VKRXOG#FODULI\#LQ#WKH#
5HJXODWLRQ#RU#ZLWK#D#028/#ZKR#LV#UHVSRQVLEOH#IRU#ZKDW#W\SH#RI#
LQVSHFWLRQV1



'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5

63 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

5HFRPPHQGDWLRQV 2.121 :H#UHFRPPHQGHG#WKDW#'2(#DQG#WKH#)LUH#0DUVKDOO#GHYHORS#D#
FRPSUHKHQVLYH#SODQ#WKDW#LGHQWLILHV#ZKR#ZLOO#LQVSHFW#75$&&#IRU#WKH#
YDULRXV#OHJLVODWHG#DQG#FRQWUDFWXDO#UHTXLUHPHQWV1

2.122 )XUWKHU/#ZH#UHFRPPHQGHG#WKDW#'2(#DQG#WKH#)LUH#0DUVKDOO#
ZRUN#WRJHWKHU#WR#FR0RUGLQDWH#WKH#VFKHGXOLQJ/#UHSRUWLQJ#DQG#
FRUUHFWLYH#DFWLRQ#RI#DOO#LQVSHFWLRQV#RI#75$&&#DV#UHTXLUHG1

'HSDUWPHQWDO#UHVSRQVH 2.123 7KH#'HSDUWPHQW#ZLOO#ZRUN#ZLWK#WKH#)LUH#0DUVKDOO#WR#FR0RUGLQDWH#
LQVSHFWLRQV#WR#HQVXUH#FRPSOLDQFH#ZLWK#UHJXODWRU\#UHTXLUHPHQWV#WKDW#
UHODWH#WR#ILUH#SUHYHQWLRQ#DQG#UHVSRQVH#DQG#HQYLURQPHQWDO#VDIHW\1#
&RQWUDFWXDO#UHTXLUHPHQWV#RI#WKH#FRPSDQ\#DQG#RWKHU#UHJXODWRU\#
UHTXLUHPHQWV#QRW#UHODWHG#WR#HQYLURQPHQWDO#PDWWHUV#GR#QRW#IDOO#LQ#WKH#
SXUYLHZ#RI#WKH#'HSDUWPHQW1#7KH#OHYHO#RI#ULVN#LV#LQ#GLUHFW#SURSRUWLRQ#WR#WKH#
QXPEHU#RI#WLUHV#VWRUHG#RQ#VLWH/#DV#WKH#WLUH#VWRUDJH#SLOHV#DUH#UHGXFHG#WKH#
ULVN#ZLOO#GHFOLQH1#:KHQ#WKHUH#LV#WKH#SRWHQWLDO#IRU#D#VLJQLILFDQW#ULVN#WR#WKH#
HQYLURQPHQW#FDXVHG#E\#WKH#VWRUDJH#RI#D#ODUJH#QXPEHU#RI#WLUHV/#WKH#'2(#
ZLOO#LQVSHFW#WKH#IDFLOLW\#DW#OHDVW#WZLFH#D#\HDU1#7KH#)LUH#0DUVKDOO#ZLOO#
LQVSHFW#WKH#VLWH#LQ#UHODWLRQ#WR#ILUH#VDIHW\#LVVXHV#DW#WKH#'2(·V#UHTXHVW#XSRQ#
UHQHZDO#RI#WKH#DSSURYDO#DQG#DW#RWKHU#WLPHV#ZKHQ#WKH#QXPEHU#RI#WLUHV#
VWRUHG#RQ#VLWH#LV#VLJQLILFDQW1

2.124 ,W#KDV#FRPH#WR#WKH#DWWHQWLRQ#RI#WKH#'HSDUWPHQW#WKDW#DQ#
LQGHSHQGHQW#ILUH#VDIHW\#UHYLHZ#RI#WKH#IDFLOLW\#KDV#EHHQ#SHUIRUPHG#RQ#DQ#
DQQXDO#EDVLV1#7KH#'HSDUWPHQW#ZLOO#ZRUN#ZLWK#75$&&#DQG#WKH#)LUH#
0DUVKDOO#WR#HQVXUH#WKDW#WKH#DXGLW#PHHWV#WKH#QHHGV#RI#DOO#SDUWLHV#DQG#WKDW#
WKH#UHSRUW#LV#GLVWULEXWHG1
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&KDSWHU#6 'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[

#'HSDUWPHQW#RI#)LQDQFH##########
&RQVXPSWLRQ#7D[
%DFNJURXQG 614 )URP#4<<6#WR#4<<:#WKH#SURYLQFLDO#6RFLDO#6HUYLFHV#DQG#(GXFDWLRQ#
7D[#+&RQVXPSWLRQ#7D[,#FRQWULEXWHG#DQ#DYHUDJH#RI#'9;3#PLOOLRQ#SHU#\HDU#
WR#SURYLQFLDO#WD[#UHYHQXHV1#7KLV#ZDV#VHFRQG#RQO\#WR#WKH#IHGHUDOO\#
DGPLQLVWHUHG#´7D[HV#RQ#,QFRPHµ#DV#WKH#PDMRU#SURYLQFLDO#UHYHQXH#VRXUFH#
DYDLODEOH#WR#ILQDQFH#JRYHUQPHQW#SURJUDPV1#$V#RI#4#$SULO#4<<:#WKH#
&RQVXPSWLRQ#7D[#ZDV#UHSODFHG#E\#WKH#IHGHUDOO\#DGPLQLVWUDWHG#
+DUPRQL]HG#6DOHV#7D[1

615 0RVW#RI#WKH#&RQVXPSWLRQ#7D[#UHYHQXH#UHSUHVHQWHG#WD[HV#
FROOHFWHG#E\#1HZ#%UXQVZLFN#YHQGRUV#DQG#UHSRUWHG#DQG#UHPLWWHG#WR#WKH#
3URYLQFH1#+LVWRULFDOO\/#D#VPDOO#SHUFHQWDJH#RI#YHQGRUV#GLG#QRW#UHSRUW
DQG2RU#UHPLW#IXQGV#RZLQJ#WR#WKH#3URYLQFH1#$#ODUJHU#SHUFHQWDJH#RI#
YHQGRUV#WKURXJK#HUURUV/#PLVLQWHUSUHWDWLRQV#DQG#RPLVVLRQV/#GLG#QRW#
DOZD\V#UHPLW#WKH#IXOO#DPRXQW#RI#WD[#GXH1#7R#DGGUHVV#WKH#WD[HV#RZLQJ#E\#
WKHVH#WZR#JURXSV/#WKH#3URYLQFH#KDG#ORQJ#PDLQWDLQHG#D#WD[#DXGLW#IXQFWLRQ1#
7KH#DUULYDO#RI#WKH#+67#GLG#QRW#LPPHGLDWHO\#HQG#WKH#QHHG#IRU#DXGLW1#7KH#
3URYLQFH#PXVW#FRQWLQXH#WR#KDYH#DQ#HIIHFWLYH#DQG#HIILFLHQW#VXSSRUW#V\VWHP#
IRU#DVVHVVLQJ#DQG#FROOHFWLQJ#VDOHV#WD[#XQWLO#VXEVWDQWLDOO\#DOO#UHYHQXH#
RZLQJ#WR#WKH#3URYLQFH#IRU#WD[#WUDQVDFWLRQV#SULRU#WR#4#$SULO#4<<:#LV#
DVVHVVHG#DQG#FROOHFWHG1#7KLV#QRW#RQO\#SURYLGHV#IXQGV#IRU#JRYHUQPHQW#
SURJUDPV/#EXW#DOVR#SUHYHQWV#YHQGRUV#ZKR#GR#QRW#UHPLW#WD[HV#IURP#KDYLQJ#
DQ#XQIDLU#DGYDQWDJH#RYHU#YHQGRUV#WKDW#GR1

616 'XH#WR#WKH#UHSODFHPHQW#RI#&RQVXPSWLRQ#7D[#ZH#ZDQWHG#WR#
HQVXUH#WKDW#WKH#DVVHVVPHQW#DQG#FROOHFWLRQ#DFWLYLWLHV#ZHUH#QRW#VFDOHG#EDFN#
EHIRUH#DGHTXDWHO\#DGGUHVVLQJ#WKH#XQDVVHVVHG#WD[HV#DQG#XQFROOHFWHG#WD[#
UHFHLYDEOH1#2XU#FRQFHUQV#ZHUH#PDJQLILHG#E\#D#QXPEHU#RI#VLJQLILFDQW#
FRPPHQWV#LQ#SULRU#5HSRUWV#RI#WKH#$XGLWRU#*HQHUDO1

617 ,Q#4<<5#ZH#FRQGXFWHG#D#YDOXH0IRU0PRQH\#DXGLW#RQ#WKH#7D[#
$GPLQLVWUDWLRQ#'LYLVLRQ#RI#WKH#'HSDUWPHQW#RI#)LQDQFH1#:H#VWDWHG#LQ#WKH#
$XGLWRU#*HQHUDO·V#5HSRUW#WKDW#ZH#KDG#UHVHUYDWLRQV#DERXW#WKH#QXPEHU#RI#
VDOHV#WD[#FRPSOLDQFH#DXGLWV1#$W#WKDW#WLPH#WHQ#DXGLW#SRVLWLRQV#ZHUH#YDFDQW#
ZKLFK#UHSUHVHQWHG#RQH#TXDUWHU#RI#WKH#'LYLVLRQ·V#DXGLW#SRVLWLRQV1#)RU#
HDFK#GROODU#VSHQW#RQ#DXGLW#DFWLYLWLHV/#'9175#RI#VDOHV#WD[#UHYHQXH#ZDV#
IRXQG1#:H#TXHVWLRQHG#ZKHWKHU#HQRXJK#UHVRXUFHV#ZHUH#EHLQJ#DOORFDWHG#WR#
WKLV#DFWLYLW\1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 66



'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[ &KDSWHU#6
618 ,Q#WKLV#4<<5#UHYLHZ#ZH#DOVR#FRPPHQWHG#RQ#FROOHFWLRQ#DFWLYLWLHV1#
:H#UHFRPPHQGHG#WKDW#WKH#'LYLVLRQ#UHDVVHVV#LWV#DSSURDFK#WR#HQIRUFHPHQW#
LQFOXGLQJ#WKH#XVH#RI#LQWHUHVW/#SHQDOWLHV/#DXGLWV#DQG#RWKHU#PHWKRGV#LQ#RUGHU#
WR#HQFRXUDJH#YROXQWDU\#FRPSOLDQFH1

619 7ZR#NH\#REVHUYDWLRQV#FRPLQJ#IURP#WKLV#4<<5#DXGLW#ZHUH#WKDW#´,Q#
VRPH#FDVHV/#HIIRUWV#WR#UHGXFH#FRVWV#LQ#WKH#'LYLVLRQ#PD\#EH#DW#WKH#H[SHQVH#
RI#UHYHQXH#JHQHUDWLRQµ#DQG#´WKH#'LYLVLRQ#QHHGV#WR#HVWDEOLVK#SURFHGXUHV#
WR#PHDVXUH#DQG#UHSRUW#RQ#LWV#HIIHFWLYHQHVV1µ

61: ,Q#RXU#4<<:#5HSRUW#ZH#H[SUHVVHG#FRQFHUQ#DERXW#WKH#LQFUHDVH#LQ#
WKH#DFFRXQWV#UHFHLYDEOH#EDODQFH1#%HWZHHQ#$SULO#4<<8#DQG#1RYHPEHU#
4<<9#WKH#GROODU#YDOXH#RI#WKH#DFFRXQWV#UHFHLYDEOH#KDG#LQFUHDVHG#DOPRVW#
83(1#:H#KDYH#DOVR#FRPPHQWHG#LQ#RXU#4<<:#DQG#4<<;#5HSRUWV#WKDW#WKH#
'HSDUWPHQW#ODFNHG#D#JRRG#EDVLV#IRU#GHWHUPLQLQJ#WKH#DPRXQW#RI#WKHVH#
UHFHLYDEOHV#WKDW#LV#XQFROOHFWDEOH1

61; 7KH#IDFWRUV#DERYH#DQG#WKH#ULVN#WKDW#WKHVH#DUHDV#ZRXOG#EH#
RYHUORRNHG#GXH#WR#WKH#UHSODFHPHQW#RI#SURYLQFLDO#VDOHV#WD[#FDXVHG#XV#WR#
VHOHFW#WKH#DXGLW#DQG#FROOHFWLRQ#RI#&RQVXPSWLRQ#7D[#IRU#UHYLHZ1

61< :H#ZHUH#DOVR#LQWHUHVWHG#LQ#UHYLHZLQJ#WKH#FROOHFWLRQ#SURFHGXUHV#
IURP#WKH#VWDQGSRLQW#RI#EHLQJ#DEOH#WR#PDNH#REVHUYDWLRQV#DQG#
UHFRPPHQGDWLRQV#WKDW#PD\#EH#DSSURSULDWH#WR#FROOHFWLRQ#HIIRUWV#LQ#RWKHU#
DUHDV#DQG#QRW#MXVW#WKH#FROOHFWLRQ#RI#XQSDLG#VDOHV#WD[1

6FRSH# 6143 2XU#DXGLW#REMHFWLYH#ZDV#WR#UHYLHZ#WKH#HFRQRP\#DQG#HIILFLHQF\#RI#
WKH#DFFHOHUDWHG#HIIRUWV#WR#LGHQWLI\#XQDVVHVVHG#SURYLQFLDO#VDOHV#WD[#DQG#WR#
FROOHFW#RXWVWDQGLQJ#VDOHV#WD[1#,Q#DGGLWLRQ/#ZH#UHYLHZHG#ZKHWKHU#WKH#
'HSDUWPHQW#KDV#HVWDEOLVKHG#DQG#UHSRUWHG#VDWLVIDFWRU\#SHUIRUPDQFH#
PHDVXUHV#IRU#WKHVH#DUHDV1

6144 ,Q#FDUU\LQJ#RXW#WKLV#REMHFWLYH/#ZH#GHYHORSHG#IRXU#DXGLW#FULWHULD#
IRU#VDOHV#WD[#DXGLW#DQG#VL[#FULWHULD#IRU#WKH#FROOHFWLRQ#RI#VDOHV#WD[#WR#DVVLVW#
LQ#GHILQLQJ#RXU#ZRUN1#:H#UHYLHZHG#WKHVH#FULWHULD#ZLWK#RXU#GHSDUWPHQWDO#
FRQWDFWV#DQG#REWDLQHG#VXEVWDQWLDO#DJUHHPHQW#SULRU#WR#EHJLQQLQJ#ILHOGZRUN#
RQ#WKLV#SURMHFW1

6145 :H#FDUULHG#RXW#D#QXPEHU#RI#DXGLW#SURFHGXUHV#WR#DVVHVV#
FRPSOLDQFH#ZLWK#WKHVH#FULWHULD1#7KH#DXGLW#SURFHGXUHV#LQFOXGHG#GHWDLOHG#
LQWHUYLHZV#ZLWK#'HSDUWPHQW#VWDII>#H[DPLQDWLRQ#RI#SROLFLHV#DQG#
SURFHGXUHV>#UHYLHZV#RI#VLPLODU#RSHUDWLRQV#LQ#RWKHU#SURYLQFHV>#
H[DPLQDWLRQ#RI#VXEPLVVLRQV#WR#%RDUG#RI#0DQDJHPHQW>#UHYLHZ#RI#3XEOLF#
$FFRXQWV#DQG#WKH#'HSDUWPHQW·V#$QQXDO#5HSRUW>#DQG#D#GHWDLOHG#UHYLHZ#RI#
FROOHFWLRQ#SURFHGXUHV#DSSOLHG#WR#D#VDPSOH#RI#WKLUW\#VDOHV#WD[#UHFHLYDEOH#
DFFRXQWV1#7KH#ILQGLQJV/#UHFRPPHQGDWLRQV#DQG#FRQFOXVLRQV#IURP#RXU#
DXGLW#ZRUN#DUH#RUJDQL]HG#E\#WKH#UHVSHFWLYH#FULWHULD#LQ#WKH#VHFWLRQV#WKDW#
IROORZ1#
67 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#6 'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[
5HVXOWV#LQ#%ULHI 6146 7KH#'HSDUWPHQW#PDGH#D#UHDVRQDEOH#SODQ#WR#DXGLW#DOO#
VLJQLILFDQW#SURYLQFLDO#VDOHV#WD[#DFFRXQWV#ZLWKLQ#D#UHDVRQDEOH#WLPH#
IROORZLQJ#WKH#WHUPLQDWLRQ#RI#WKH#&RQVXPSWLRQ#7D[1

6147 7KH#'HSDUWPHQW#GLG#PRQLWRU#LWV#SURJUHVV#ZLWK#UHVSHFW#WR#
LPSOHPHQWLQJ#WKH#DXGLW#RI#VDOHV#WD[#DFFRXQWV1

6148 6XLWDEOH#SHUIRUPDQFH#LQIRUPDWLRQ#IRU#WKH#DXGLWRUV#DQG#WKH#
DXGLW#HIIRUW#DV#D#ZKROH#ZDV#HVWDEOLVKHG#DQG#PRQLWRUHG1#+RZHYHU/#WKLV#
LQIRUPDWLRQ#ZDV#QRW#UHSRUWHG#SXEOLFO\1

6149 5HYHQXH#IURP#&RQVXPSWLRQ#7D[#DXGLWV#VKRXOG#KDYH#EHHQ#
VKRZQ#VHSDUDWHO\#LQ#WKH#0DLQ#(VWLPDWHV#DQG#3XEOLF#$FFRXQWV1#
,QVWHDG/#LW#ZDV#FRPELQHG#ZLWK#WKH#IHGHUDOO\#DGPLQLVWHUHG#+67#
UHYHQXH1#

614: 7KH#UHODWLRQVKLS#EHWZHHQ#DXGLW#UHYHQXH#DQG#WKH#FRVW#RI#WKH#
DXGLW#HIIRUW#ZDV#PRQLWRUHG#DQG#WKH#JRDO#RI#'7#RI#UHYHQXH#WR#'4#RI#FRVW#
ZDV#JUHDWO\#H[FHHGHG1#7KH#DFWXDO#UHWXUQ#ZDV#':197#SHU#GROODU#VSHQW#
DV#RI#0DUFK#4<<<1#7KH#'HSDUWPHQW#VKRXOG#GHWHUPLQH#ZKDW#UDWLR#RI#
FRVW#WR#UHFRYHU\#LV#RSWLPDO#DQG#FRQWLQXH#WKH#DXGLW#HIIRUW#XQWLO#WKLV#LV#
DFKLHYHG1

614; 7KH#UHVSRQVLELOLW\#IRU#WKH#FROOHFWLRQ#RI#HDFK#VDOHV#WD[#DFFRXQW#
ZDV#QRW#FOHDUO\#DVVLJQHG#WKURXJKRXW#WKH#FROOHFWLRQ#F\FOH1

614< &ROOHFWLRQ#DJHQWV#ZHUH#QRW#VXIILFLHQWO\#PRQLWRUHG#WR#
GHWHUPLQH#ZKHWKHU#FROOHFWLRQ#SURFHGXUHV#ZHUH#DSSOLHG#HTXLWDEO\#DQG#
FRQVLVWHQWO\1

6153 $FFRXQW#LQIRUPDWLRQ#QHHGHG#IRU#WKH#FROOHFWLRQ#DJHQWV#WR#
GHWHUPLQH#WKH#SULRULW\#DQG#RWKHU#LPSRUWDQW#GHWDLOV#ZDV#IUDJPHQWHG#
RU#QRW#DYDLODEOH1

6154 1R#VXLWDEOH#SHUIRUPDQFH#PHDVXUHV#IRU#LQGLYLGXDO#FROOHFWLRQ#
DJHQWV/#RU#WKH#FROOHFWLRQ#SURJUDP#DV#D#ZKROH/#KDYH#EHHQ#HVWDEOLVKHG#
RU#UHSRUWHG1#7KH#REMHFWLYHV#RI#WKH#FROOHFWLRQV#SURJUDP#KDYH#QRW#EHHQ#
VHW1

6155 :H#UHYLHZHG#WKLUW\#DFFRXQWV/#DQG#QRWHG#VKRUWFRPLQJV#LQ#WKH#
FROOHFWLRQ#HIIRUW1#7KHUH#FRXOG#EH#LPSURYHPHQWV#LQ#WKH#WLPHOLQHVV#RI#
FROOHFWLRQ#SURFHGXUHV1

6156 :ULWH0RIIV#RI#XQFROOHFWDEOH#DFFRXQWV#VKRXOG#EH#PDGH#PRUH#
SURPSWO\#WR#HQKDQFH#DFFRXQWDELOLW\#DQG#LPSURYH#ILQDQFLDO#UHSRUWLQJ1#

6157 .H\#LQIRUPDWLRQ#RQ#EDG#GHEWV#DULVLQJ#IURP#QRQ0SD\PHQW#RI#
VDOHV#WD[#LV#QRW#SURYLGHG#WR#RWKHU#GHSDUWPHQWV#WR#DIIHFW#IXWXUH#
SD\PHQWV#RU#RWKHU#GHDOLQJV#ZLWK#WKH#3URYLQFH1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 68



'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[ &KDSWHU#6
)LQDO#$XGLW#RI#
&RQVXPSWLRQ#7D[#
$FFRXQWV

6158 ,Q#WKH#IRXU#\HDUV#SUHFHGLQJ#64#0DUFK#4<<:/#WKH#VDOHV#WD[#DXGLWV#
KDG#EHHQ#XQFRYHULQJ#DSSUR[LPDWHO\#'47#PLOOLRQ#SHU#\HDU#LQ#XQUHSRUWHG#
WD[#UHYHQXH1#7KH#DXGLWV#JHQHUDWLQJ#WKHVH#UHFHLYDEOHV#W\SLFDOO\#DSSOLHG#WR#
WKH#SUHYLRXV#ILYH#RU#PRUH#\HDUV#RI#VDOHV#WD[1#7KLV#LQGLFDWHG#WKDW#D#
VLJQLILFDQW#DPRXQW#RI#UHYHQXH#UHPDLQHG#WR#EH#DVVHVVHG#DIWHU#WKH#WD[#ZDV#
UHSODFHG#RQ#4#$SULO#4<<:1#2XU#FULWHULD#DGGUHVVHG#WKH#SODQQLQJ/#
FRQGXFWLQJ#DQG#UHSRUWLQJ#RI#WKLV#VSHFLDO#&RQVXPSWLRQ#7D[#DXGLW#HIIRUW1

(IIHFWLYH#3ODQQLQJ#IRU#WKH#
6SHFLDO#$XGLW#(IIRUW

6159 $V#ZLWK#DQ\#DXGLW#HIIRUW/#SURSHU#SODQQLQJ#LV#D#NH\#WR#VXFFHVVIXO#
UHVXOWV1#7KH#QHHG#IRU#SODQQLQJ#ZDV#SHUKDSV#PDJQLILHG#LQ#WKHVH#
FLUFXPVWDQFHV1#7KDW#LV/#WKH#DXGLW#HIIRUW#KDG#WR#EH#FDUULHG#RXW#LQ#D#
FRPSUHVVHG#SHULRG#RI#WLPH#GXH#WR#WKH#UHSODFHPHQW#RI#WKH#&RQVXPSWLRQ#
7D[#ZLWK#WKH#+671#2XU#ILUVW#FULWHULRQ#DGGUHVVHG#WKH#QHHG#IRU#SODQQLQJ#DV#
IROORZV=#

$#UHDVRQDEOH#SODQ#VKRXOG#EH#PDGH#WR#DXGLW#DOO#VLJQLILFDQW#
SURYLQFLDO#VDOHV#WD[#UHPLWWHUV#ZLWKLQ#D#UHDVRQDEOH#WLPH#IUDPH#
IROORZLQJ#WKH#WHUPLQDWLRQ#RI#WKH#&RQVXPSWLRQ#7D[1

615: $GHTXDWH#LQLWLDO#SODQQLQJ#LV#UHTXLUHG#WR#HVWDEOLVK#JRDOV#IRU#WKH#
SURJUDP#DQG#UHVRXUFHV#QHHGHG#WR#PHHW#WKHVH#JRDOV1#7KLV#SODQQLQJ#VKRXOG#
DGGUHVV#WKH#SULQFLSOHV#RI#FRPSOHWHQHVV#DQG#WLPHOLQHVV#LQ#WKH#VHDUFK#IRU#
XQDVVHVVHG#UHYHQXH1#

615; 7KH#'HSDUWPHQW#KDG#SULRULWL]HG#LWV#OLVWLQJ#RI#DSSUR[LPDWHO\#
53/333#DFFRXQWV#LQWR#:/333#PRGHUDWH#WR#KLJK#ULVN#DFFRXQWV#EDVHG#RQ#WKH#
IROORZLQJ#IDFWRUV=#DYHUDJH#UHWXUQV>#DPRXQW#DVVHVVHG#LQ#WKH#ODVW#DXGLW>#DQG#
WLPH#VLQFH#WKH#ODVW#DXGLW1#7KH#'HSDUWPHQW#WKHQ#DSSOLHG#DQ#DYHUDJH#KRXU#
SHU#DXGLW#IDFWRU#WR#GHWHUPLQH#KRZ#PDQ\#KRXUV#ZHUH#UHTXLUHG#WR#DXGLW#
WKHVH#DFFRXQWV1#,Q#RUGHU#WR#LPSURYH#FROOHFWDELOLW\/#WR#DYRLG#VLPXOWDQHRXV#
DXGLWV#E\#+67#DXGLWRUV#DQG#WR#PLQLPL]H#LQFRQYHQLHQFH#WR#WKH#YHQGRUV/#
WKH#'HSDUWPHQW#GHWHUPLQHG#WZR#\HDUV#ZDV#D#UHDVRQDEOH#WLPH#OLPLW#WR#
FRPSOHWH#WKLV#&RQVXPSWLRQ#7D[#ZLQGXS#DXGLW#HIIRUW1#)URP#WKHVH#IDFWRUV#
WKH#'HSDUWPHQW#GHWHUPLQHG#WKDW#WKH\#QHHGHG#77#DGGLWLRQDO#SHUVRQQHO#IRU#
WKH#WZR0\HDU#SHULRG1#7KH#'HSDUWPHQW#VRXJKW#DSSURYDO#IURP#WKH#%RDUG#RI#
0DQDJHPHQW#IRU#DGGLWLRQDO#IXQGLQJ1

615< 2Q#64#0DUFK#4<<:#%RDUG#RI#0DQDJHPHQW#DSSURYHG#WKH#KLULQJ#RI#
77#H[WUD#SHUVRQQHO#IRU#WKH#ILVFDO#\HDUV#RI#4<<;#DQG#4<<<1#7KH#H[WUD#
SHUVRQQHO#ZHUH#KLUHG#DQG#WKH#DFFHOHUDWHG#DXGLW#HIIRUW#EHJDQ#LQ#-XQH#
4<<:1

6163 ,Q#RXU#RSLQLRQ#WKH#'HSDUWPHQW#PHW#RXU#SODQQLQJ0RULHQWHG#
FULWHULRQ1#7KH#'HSDUWPHQW#PDGH#D#UHDVRQDEOH#SODQ#WR#DXGLW#DOO#VLJQLILFDQW#
SURYLQFLDO#VDOHV#WD[#DFFRXQWV#ZLWKLQ#D#UHDVRQDEOH#WLPH#IROORZLQJ#WKH#
WHUPLQDWLRQ#RI#WKH#&RQVXPSWLRQ#7D[1

'HSDUWPHQW#0RQLWRUHG#
,PSOHPHQWDWLRQ

6164 )RU#WKH#'HSDUWPHQW#WR#EH#KHOG#DFFRXQWDEOH#IRU#WKH#FRVW#RI#WKH#
DXGLW#HIIRUW/#SURJUHVV#PXVW#EH#PRQLWRUHG#DQG#FRPSDUHG#WR#D#UHDOLVWLF#
69 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#6 'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[
JRDO1#:H#DUH#SOHDVHG#WR#UHSRUW#WKH#'HSDUWPHQW#PHW#RXU#VHFRQG#FULWHULRQ/#
ZKLFK#VWDWHG=

7KH#'HSDUWPHQW#VKRXOG#PRQLWRU#LWV#SURJUHVV#ZLWK#UHVSHFW#WR#
LPSOHPHQWLQJ#WKH#SODQ/#WDNLQJ#DSSURSULDWH#FRUUHFWLYH#DFWLRQ#
DV#QHFHVVDU\1

6165 $#JRDO#RI#DXGLWLQJ#:/333#KLJK0ULVN#DFFRXQWV#ZDV#HVWDEOLVKHG#IRU#
WKLV#WZR0\HDU#SURJUDP1#7KH#'HSDUWPHQW#KDV#EHHQ#WUDFNLQJ#SURJUHVV#RQ#
WKHVH#DXGLWV#PRQWKO\#DQG#UHSRUWV#WKH#DXGLWRUV#KDYH#DXGLWHG#:/573#
DFFRXQWV#WR#WKH#HQG#RI#0DUFK#4<<<1

6166 7KH#DXGLWRUV#KDYH#PHW#RU#H[FHHGHG#WKHLU#JRDO#WKURXJKRXW#WKH#
DXGLW>#WKHUHIRUH#QR#FRUUHFWLYH#DFWLRQ#KDV#EHHQ#QHFHVVDU\1#

5HSRUWLQJ#RQ#3HUIRUPDQFH 6167 2XU#OHJLVODWLRQ#GLUHFWV#XV#WRZDUGV#FRPPHQWLQJ#RQ#ZKHWKHU#RU#QRW#
WKH#JRYHUQPHQW#LV#UHSRUWLQJ#RQ#WKH#HIIHFWLYHQHVV#RI#SURJUDPV1#:LWK#WKLV#
LQ#PLQG/#ZH#GHYHORSHG#D#FULWHULRQ#WKDW#VWDWHG=

6XLWDEOH#SHUIRUPDQFH#LQIRUPDWLRQ#IRU#WKH#DXGLWRUV#DQG#WKH#
DXGLW#HIIRUW#DV#D#ZKROH#VKRXOG#EH#HVWDEOLVKHG/#PRQLWRUHG/#DQG#
UHSRUWHG#RQ#D#WLPHO\#EDVLV1

6168 ,Q#JHQHUDO/#ZH#GHWHUPLQHG#WKH#'HSDUWPHQW#HVWDEOLVKHG#DQG#
PRQLWRUHG#SHUIRUPDQFH#LQIRUPDWLRQ#IRU#WKH#DXGLWRUV#DQG#WKH#DXGLW#HIIRUW#
DV#D#ZKROH1#7KH#'HSDUWPHQW#LV#PRQLWRULQJ#SHUIRUPDQFH#PHDVXUHV#VXFK#
DV#DXGLW#UHYHQXH#DQG#WKH#UDWLR#RI#DXGLW#WR#DGPLQLVWUDWLYH#WLPH#E\#UHJLRQ#
WKDW#LV#XVHG#WR#JDXJH#WKH#SHUIRUPDQFH#RI#DXGLWRUV/#UHJLRQV#DQG#WKH#DXGLW#
HIIRUW#DV#D#ZKROH1#2QH#NH\#PHDVXUH#GLVFORVHG#LQ#WKH#VXEPLVVLRQ#WR#WKH#
%RDUG#RI#0DQDJHPHQW#ZDV#WKDW#WKH#H[WUD#FRVW#RI#WKH#DXGLW#HIIRUW#ZRXOG#
EH#RIIVHW#E\#LQFUHDVHG#UHYHQXH1#$V#RI#0DUFK#4<<<#WKH#FRVW#RI#WKH#UHJXODU#
DQG#HQKDQFHG#DXGLW#IRU#WKH#ODVW#WZR#\HDUV#ZDV#'818#PLOOLRQ1#,W#KDV#
JHQHUDWHG#UHYHQXH#RI#'741;#PLOOLRQ#GXULQJ#WKLV#SHULRG1#

6169 ,Q#RXU#RSLQLRQ/#WKRXJK/#WKH#'HSDUWPHQW#RQO\#SDUWLDOO\#PHW#WKH#
FULWHULRQ#GXH#WR#D#ODFN#RI#SXEOLF#UHSRUWLQJ#RI#WKH#HIIRUW1#)RU#LQVWDQFH/#
WKHUH#KDV#EHHQ#QR#VHSDUDWH#GLVFORVXUH#RI#&RQVXPSWLRQ#7D[#UHYHQXH#LQ#WKH#
3URYLQFH·V#0DLQ#(VWLPDWHV#RU#3XEOLF#$FFRXQWV#VLQFH#4<<90<:1#7KH#
&RQVXPSWLRQ#7D[/#ZKLFK#DPRXQWHG#WR#DSSUR[LPDWHO\#'63#PLOOLRQ#LQ#
4<<:0<;/#KDV#EHHQ#DJJUHJDWHG#ZLWK#+67#LQ#WKH#3XEOLF#$FFRXQWV1#7KH#
VDPH#DJJUHJDWLRQ#KDV#RFFXUUHG#LQ#WKH#3URYLQFH·V#0DLQ#(VWLPDWHV#IRU#
4<<:0<;#DQG#4<<;0<<1#+67#LV#DVVHVVHG#DQG#HQIRUFHG#E\#WKH#IHGHUDO#
JRYHUQPHQW#DQG#LV#UHPLWWHG#WR#WKH#3URYLQFH#EDVHG#RQ#D#UHYHQXH#VKDULQJ#
IRUPXOD1#7KLV#LV#TXLWH#GLIIHUHQW#WKDQ#&RQVXPSWLRQ#7D[#ZKLFK#LV#
DVVHVVHG/#HQIRUFHG#DQG#FROOHFWHG#GLUHFWO\#E\#WKH#3URYLQFH1#7KLV#
DJJUHJDWLRQ#REVFXUHV#DFFRXQWDELOLW\#IRU#ERWK#WD[HV1

616: 7KH#'HSDUWPHQW·V#DQQXDO#UHSRUW#GRHV#UHSRUW#RQ#WKH#QXPEHU#RI#
DXGLWV#FRPSOHWHG#DQG#WKH#UHYHQXH#JHQHUDWHG#DV#D#UHVXOW1#+RZHYHU/#LW#GRHV#
QRW#FRQWUDVW#WKHVH#ILJXUHV#WR#H[SHFWHG#SHUIRUPDQFH#OHYHOV1#$QG#PHDVXUHV#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 6:



'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[ &KDSWHU#6
VXFK#DV#FRVW#SHU#GROODU#DVVHVVHG#DUH#QRW#GLVFORVHG1#7KLV#DXGLW#HIIRUW#ZDV/#
LQ#WKH#'HSDUWPHQW·V#ZRUGV#´DQ#DPELWLRXV#XQGHUWDNLQJ1µ#7KH#'HSDUWPHQW#
DFKLHYHG#WKH#FRYHUDJH#JRDO#HVWDEOLVKHG#DW#WKH#RXWVHW1#:H#EHOLHYH#LW#
VKRXOG#UHSRUW#WKLV#SHUIRUPDQFH#VXFFHVV#PRUH#IXOO\1

5HFRPPHQGDWLRQV 616; :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#SURYLGH#EHWWHU#
GLVFORVXUH#RI#UHYHQXH#E\#VRXUFH#LQ#WKH#3XEOLF#$FFRXQWV#DQG#0DLQ#
(VWLPDWHV1

616< :H#DOVR#UHFRPPHQGHG#WKH#'HSDUWPHQW#LQFUHDVH#LWV#GLVFORVXUH#
LQ#LWV#DQQXDO#UHSRUW#WR#LQFOXGH#D#FRPSDULVRQ#RI#EXGJHW#WR#DFWXDO#
UHYHQXH#DQG#DFFRXQWV#DXGLWHG1#,Q#DGGLWLRQ/#WKH#'HSDUWPHQW#VKRXOG#
SUHVHQW#WKH#FRVW2UHYHQXH#SD\EDFN#UDWLR#IRU#WKH#&RQVXPSWLRQ#7D[#
DXGLW#SURJUDP1

'HSDUWPHQWDO#UHVSRQVH 6173 <RXU#ILUVW#UHFRPPHQGDWLRQ#UHODWHV#WR#WKH#'HSDUWPHQW·V#DJJUHJDWH#
UHSRUWLQJ#RI#367#UHYHQXH#ZLWK#+67#UHYHQXH#IRU#0DLQ#(VWLPDWHV#DQG#
3XEOLF#$FFRXQWV#SXUSRVHV#VLQFH#4<<:2<;1#:LWK#UHJDUG#WR#367#UHYHQXH#
IURP#DXGLWV/#WKH#'HSDUWPHQW#WUDGLWLRQDOO\#YLHZHG#WKH#FRQGXFWLQJ#RI#VDOHV#
WD[#DXGLWV#DV#SULPDULO\#D#PHDQV#RI#PHDVXULQJ#DQG#HQKDQFLQJ#WD[SD\HU#
DQG#FROOHFWRU#FRPSOLDQFH#LQ#IXOILOOLQJ#WKHLU#REOLJDWLRQV#UDWKHU#WKDQ#DV#D#
UHYHQXH#JHQHUDWRU1#$V#VXFK/#WKH#'HSDUWPHQW#GLG#QRW#GHHP#LW#DSSURSULDWH#
WR#EXGJHW#VDOHV#WD[#UHYHQXH#WR#EH#GHULYHG#IURP#DXGLWV1#)RU#WKLV#UHDVRQ/#LW#
ZDV#QRW#LQFOXGHG#LQ#SDVW#0DLQ#(VWLPDWH#367#UHYHQXH#SURMHFWLRQV1#
+RZHYHU/#ZLWK#WKH#LPSOHPHQWDWLRQ#RI#WKH#+67/#WKLV#SUDFWLFH#ZDV#FKDQJHG#
LQ#WKDW#DQWLFLSDWHG#UHYHQXH#ZDV#EXGJHWHG#VLQFH#WKH#SXUSRVH#RI#FRQGXFWLQJ#
WKH#DXGLWV#ZDV#VWULFWO\#RQH#RI#PD[LPL]LQJ#UHYHQXH#UHFRYHU\1#,Q#DGGLWLRQ/#
LW#ZDV#QRW#EHOLHYHG#QHFHVVDU\#WR#UHSRUW#VHSDUDWHO\#WKH#UHODWLYHO\#VPDOO#
DPRXQW#RI#367#UHYHQXH#IURP#WKH#SUHGRPLQDQW#+67#UHYHQXH1#)LQDOO\/#D#
VLJQLILFDQW#SRUWLRQ#RI#WKH#'63#PLOOLRQ#LQ#UHYHQXH#UHIHUUHG#WR#LQ#\RXU#
UHSRUW#DFWXDOO\#UHVXOWHG#IURP#WKH#QHZ#WD[#RQ#SULYDWH#WUDQVIHUV#RI#PRWRU#
YHKLFOHV#ZKLFK#LV#LPSRVHG#E\#WKH#+DUPRQL]HG#6DOHV#7D[#$FW1

6174 7KH#VHFRQG#UHFRPPHQGDWLRQ#FRQFHUQV#LQFUHDVHG#GLVFORVXUH#LQ#
WKH#'HSDUWPHQW·V#DQQXDO#UHSRUW#RI#EXGJHW#WR#DFWXDO#UHVXOWV#IURP#WKH#DXGLW#
LQLWLDWLYH1#$V#WKH#4<<;2<<#DQQXDO#UHSRUW#KDV#DOUHDG\#EHHQ#SUHSDUHG/#ZH#
ZLOO#FRQVLGHU#LQVHUWLQJ#DQ#DGGHQGXP#WR#WKH#UHSRUW#SURYLGLQJ#WKLV#
LQIRUPDWLRQ#RU/#DW#PLQLPXP/#LQFOXGH#D#FRPSUHKHQVLYH#ILQDO#UHSRUWLQJ#RI#
WKH#WZR0\HDU#DXGLW#HIIRUW#LQ#WKH#'HSDUWPHQW·V#4<<<233#DQQXDO#UHSRUW1

6KRXOG#WKH#3URJUDP#KDYH#
%HHQ#([WHQGHG"

6175 2XU#QH[W#FULWHULRQ#LV#UHIOHFWLYH#LQ#QDWXUH1#,W#VWDWHV=

7KH#UHODWLRQVKLS#EHWZHHQ#WKH#DXGLW#UHYHQXH#DQG#WKH#FRVW#RI#WKH#
DXGLW#HIIRUW#VKRXOG#EH#PRQLWRUHG#DQG#RSWLPL]HG1

6176 :H#ZRXOG#H[SHFW#WKH#'HSDUWPHQW#WR#V\VWHPDWLFDOO\#UHIOHFW#RQ#WKH#
UDWLR#RI#DXGLW#UHYHQXH#WR#DXGLW#FRVW#DQG#WR#FRQWLQXH#WR#DVN#LI#WKH#UDWLR#LV#
EHLQJ#RSWLPL]HG1#:H#EHOLHYH#VXFK#DQ#H[HUFLVH#LV#HVSHFLDOO\#LPSRUWDQW#DV#
WKH#SURJUDP#ZLQGV#GRZQ1#,W#DGGV#D#VHFRQG#HOHPHQW#WR#WKH#FRPSOHWHQHVV#
RI#WKH#DXGLW#HIIRUW1#7KH#DXGLWV#PD\#KDYH#EHHQ#FDUULHG#RXW#DFFRUGLQJ#WR#
6; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#6 'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[
WKH#SODQ1#7KH#FRYHUDJH#JRDO#PD\#KDYH#EHHQ#PHW1#%XW#PHDVXUHPHQW#RI#WKH#
RQJRLQJ#HIIHFWLYHQHVV#RI#WKH#HIIRUW#PD\#LQGLFDWH#D#FKDQJH#RU#H[WHQVLRQ#LQ#
WKH#DPRXQW#RU#W\SH#RI#UHVRXUFHV#LV#ZDUUDQWHG#WR#RSWLPL]H#WD[#HTXLW\#DQG#
WD[#UHYHQXH#JHQHUDWHG1#

6177 7KH#´5DWLR#RI#1HW#$VVHVVPHQWV#WR#([SHQVHVµ#KDV#EHHQ#PRQLWRUHG#
PRQWKO\#GXULQJ#ILVFDO#\HDUV#4<<;#DQG#4<<<1#7KH#'HSDUWPHQW#KDG#DQ#
XQRIILFLDO#JRDO#RI#'7#RI#UHYHQXH#WR#'4#RI#H[SHQGLWXUH1#7KLV#JRDO#ZDV#QRW#
VHW#LQ#UHODWLRQ#WR#DQ\#LQGXVWU\#VWDQGDUGV#RU#DGGLWLRQDO#FRVWV#RI#FROOHFWLRQ1#
7KHUHIRUH#ZH#DUH#XQDEOH#WR#HVWDEOLVK#LI#D#7#WR#4#UDWLR#UHSUHVHQWV#DQ#
RSWLPDO#DXGLW#HIIRUW1

6178 7KH#DFWXDO#UDWLR#IRU#WKLV#VSHFLDO#SURJUDP#KDV#EHHQ#FRQVLVWHQWO\#
RYHU#':#RI#UHYHQXH#IRU#HYHU\#'4#RI#FRVW1#$W#WKH#HQG#RI#0DUFK#4<<<#WKH#
DXGLW#HIIRUW#DYHUDJHG#':197#RI#UHFRYHU\#SHU#GROODU#VSHQW1#%DVHG#RQ#WKLV#
VLPSOH#UDWLR/#DQ#DGGLWLRQDO#DXGLWRU#DGGHG#DW#D#FRVW#RI#DERXW#'83/333#
ZRXOG#LQFUHDVH#UHYHQXH#WR#WKH#SURYLQFH#E\#DSSUR[LPDWHO\#'6;3/3331

6179 7KH#'HSDUWPHQW#PDLQWDLQV#WKDW#WKH#UHWXUQV#IURP#DXGLWV#ZRXOG#
JUHDWO\#UHGXFH#QRZ#WKDW#WKH\#KDYH#DXGLWHG#WKH#ULVN\#DFFRXQWV1#7KH#
'HSDUWPHQW#GLG#PDNH#D#GHFLVLRQ#WR#H[WHQG#WKH#DXGLW#HIIRUW#DQ#DGGLWLRQDO#
WKUHH#PRQWKV#XQWLO#-XQH#4<<<#WR#ILQLVK#DXGLWV#LQ#SURJUHVV#DW#WKDW#WLPH1#

617: 'XULQJ#RXU#GLVFXVVLRQV#ZLWK#WKH#'HSDUWPHQW#ZH#H[SUHVVHG#RXU#
FRQFHUQV#WKDW/#VLQFH#WKH#UHFRYHU\#UDWLR#FRQWLQXHG#ULJKW#WR#WKH#HQG#DW#
':='4/#SHUKDSV#QRW#HQRXJK#UHVRXUFHV#ZHUH#GHGLFDWHG#WR#WKH#ILQDO#IHZ#
PRQWKV#RI#WKH#DXGLW#HIIRUW1#:H#ZRXOG#KDYH#H[SHFWHG#WR#VHH#D#GHFOLQH#
IURP#WKH#':='4#UDWLR#DV#WKH#SURJUDP#ZDV#ZLQGLQJ#GRZQ/#LQGLFDWLQJ#WKH#
DXGLW#HIIRUW#ZDV#DSSURDFKLQJ#LWV#RSWLPDO#SRLQW1#6WRSSLQJ#WKH#SURJUDP#
ZKHQ#WKH#UHVXOWV#ZHUH#VWLOO#JHQHUDWLQJ#D#':='4#UHFRYHU\#PD\#VHHP#XQIDLU#
WR#WKH#WD[SD\HUV#WKDW#KDYH#EHHQ#DXGLWHG1#$QG#LW#FDQ#UHVXOW#LQ#ORVW#UHYHQXH1#

617; 6LQFH#WKH#UHWXUQ#RQ#KLJK0ULVN#DFFRXQWV#KDV#EHHQ#FRQVLGHUDEO\#
JUHDWHU#WKDQ#SUHGLFWHG/#LW#LV#UHDVRQDEOH#WR#DVVXPH#OHVVRU#SULRULW\#DFFRXQWV#
ZRXOG#DOVR#KDYH#D#JUHDWHU#WKDQ#H[SHFWHG#UHWXUQ1#,Q#RXU#RSLQLRQ#LW#ZRXOG#
PDNH#VHQVH#WR#WHVW#WKH#'HSDUWPHQW·V#WKHRU\#WKDW#WKH#UHWXUQ#ZRXOG#GURS#
TXLFNO\#RQ#VPDOOHU#DFFRXQWV1

617< :H#FRQFOXGHG#WKH#'HSDUWPHQW#SDUWLDOO\#PHHWV#WKLV#FULWHULRQ1#
&HUWDLQO\#WKH#UHODWLRQVKLS#EHWZHHQ#WKH#FRVW#DQG#WKH#GROODU#EHQHILW#RI#WKH#
SURJUDP#ZDV#EHLQJ#PRQLWRUHG1#+RZHYHU/#ZH#FDQQRW#FRQFOXGH#WKDW#WKH#
UHYHQXH#DQG#DXGLW#HIIRUW#ZDV#´RSWLPL]HG1µ#6LQFH#WKH#UHWXUQ#KDV#EHHQ#
H[FHHGLQJ#':#IRU#HDFK#GROODU#VSHQW/#ZH#EHOLHYH#WKH#DXGLW#HIIRUW#VKRXOG#
FRQWLQXH#XQWLO#WKH#UDWLR#GURSV#WR#VRPH#SUH0GHWHUPLQHG#OHYHO1

5HFRPPHQGDWLRQ 6183 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#GHWHUPLQH#ZKDW#WKH#
PLQLPXP#UDWH#RI#UHWXUQ#SHU#DXGLW#GROODU#VSHQW#VKRXOG#EH#DQG#
FRQWLQXH#WKH#VSHFLDO#DXGLW#HIIRUW#XQWLO#WKLV#WDUJHW#LV#PHW1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 6<



'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[ &KDSWHU#6
'HSDUWPHQWDO#UHVSRQVH 6184 ,Q#WKH#SODQQLQJ#SKDVH#RI#WKH#DFFHOHUDWHG#DXGLW#LQLWLDWLYH/#DFFRXQW#
VHOHFWLRQ#FULWHULD#ZDV#GHYHORSHG#WR#GHWHUPLQH#WKH#DFFRXQWV#RQ#ZKLFK#D#
FORVH#RXW#DXGLW#ZDV#FRQVLGHUHG#QHFHVVDU\1#7KH#FULWHULD#LQFRUSRUDWHG#VXFK#
IDFWRUV#DV=

• WKH#DYHUDJH#DPRXQW#RI#WD[#UHPLWWHG#PRQWKO\#E\#WKH#EXVLQHVV#FRXSOHG#
ZLWK#WKH#OHQJWK#RI#WLPH#VLQFH#WKH#ODVW#DXGLW/

• EXVLQHVVHV#UHJLVWHUHG#IRU#ILYH#\HDUV#RU#PRUH#WKDW#KDG#QHYHU#EHHQ#
DXGLWHG/

• WKH#DPRXQW#RI#SDVW#DXGLW#DVVHVVPHQWV#FRXSOHG#ZLWK#WKH#OHQJWK#RI#WLPH#
VLQFH#WKH#ODVW#DXGLW/#DQG

• EXVLQHVVHV#UHJLVWHUHG#WKDW#ZHUH#QRW#UHPLWWLQJ#WD[1

6185 )URP#WKLV#SURFHVV/#DSSUR[LPDWHO\#:333#DFFRXQWV#ZHUH#LGHQWLILHG#
DV#UHTXLULQJ#D#ILQDO#DXGLW1#$FFRXQWV#WKDW#ZHUH#QRW#VHOHFWHG#SULPDULO\#
FRQVLVWHG#RI#WKRVH#WKDW#KDG#UHFHLYHG#DQ#DXGLW#LQ#WKH#SDVW#ZLWK#WKH#UHVXOWV#
QRW#ZDUUDQWLQJ#D#IXUWKHU#DXGLW#DW#WKLV#WLPH1#$OVR/#DFFRXQWV#WKDW#ZHUH#
FRQVLGHUHG#YHU\#ORZ#ULVN/#HLWKHU#GXH#WR#WKHLU#VL]H#RU#GXH#WR#WKH#ORZ#
WD[DEOH#SHUFHQWDJH#RI#WKHLU#VDOHV/#ZHUH#QRW#VHOHFWHG1#7KH#'HSDUWPHQW#
EHOLHYHV#WKDW#WKH#VHOHFWLRQ#FULWHULD#DGHTXDWHO\#DGGUHVVHG#DQ\#TXHVWLRQ#RI#
IDLUQHVV#EHWZHHQ#EXVLQHVVHV#RI#WKH#VDPH#W\SH#LQ#WHUPV#RI#WKRVH#WKDW#ZHUH#
WR#UHFHLYH#D#ILQDO#DXGLW#DQG#WKRVH#WKDW#ZHUH#QRW1

6186 7KH#'HSDUWPHQW#DOVR#FRQVLGHUHG#LW#YHU\#LPSRUWDQW#WKDW#WKH#ZLQG#
XS#RI#WKH#DXGLW#SURFHVV#IRU#VDOHV#WD[#DFFRXQWV#EH#FRQILQHG#WR#WZR#\HDUV#LQ#
RUGHU#WR#PLQLPL]H#WKH#LPSDFW#RQ#EXVLQHVVHV#DV#WKH\#FRQYHUWHG#WR#WKH#+67#
WD[#UHJLPH1#7KH#DXGLW#REMHFWLYHV#DQG#WKH#UHVRXUFHV#QHFHVVDU\#WR#
DFFRPSOLVK#WKHVH#REMHFWLYHV#ZHUH#GHWHUPLQHG#RQ#WKH#EDVLV#RI#D#WZR0\HDU#
LQLWLDWLYH1#7KHVH#REMHFWLYHV#KDYH#QRZ#EHHQ#DFKLHYHG1#$#SUH0GHWHUPLQHG#
UDWH#RI#UHWXUQ#PD\#SRVVLEO\#EH#REWDLQHG#VKRXOG#WKH#DXGLW#HIIRUW#EH#
FRQWLQXHG#RQ#ORZ#ULVN#DFFRXQWV1#+RZHYHU/#ZH#EHOLHYH#WKDW#WKHUH#LV#OLWWOH#
HFRQRPLF#EHQHILW#WR#EH#JDLQHG#IURP#FRQWLQXLQJ#VLQFH#WKH#UHYHQXH#WKDW#
ZRXOG#EH#UHFRYHUHG#ZRXOG#QRW/#LQ#RXU#YLHZ/#EH#PDWHULDO1#,Q#DGGLWLRQ/#ZH#
IHHO#WKDW#LW#ZRXOG#UHSUHVHQW#DQ#XQGXH#LPSRVLWLRQ#RQ#EXVLQHVVHV1#)RU#WKH#
DERYH#UHDVRQV/#WKH#'HSDUWPHQW#LV#VDWLVILHG#WKDW#WKH#DXGLW#LQLWLDWLYH#ZDV#
DSSURSULDWHO\#WHUPLQDWHG#DW#-XQH#63/#4<<<1

&ROOHFWLRQ#RI#
&RQVXPSWLRQ#7D[#
$FFRXQWV

6187 7KH#6DOHV#7D[#&ROOHFWLRQV#SURJUDP#DOVR#KDG#D#VLJQLILFDQW#WDVN#WR#
SHUIRUP1#6DOHV#WD[#UHFHLYDEOHV#DV#RI#4#$SULO#4<<:#WRWDOOHG#DSSUR[LPDWHO\#
';7#PLOOLRQ1#2I#WKLV#DPRXQW#'7<18#PLOOLRQ#ZDV#FXUUHQW#DQG#ZDV#FROOHFWHG#
LQ#$SULO#4<<:/#OHDYLQJ#'6718#PLOOLRQ#LQ#ROG#DFFRXQWV#DW#WKH#RXWVHW#RI#WKH#
VSHFLDO#DXGLW#HIIRUW1#7D[#FROOHFWRUV#DUH#DOVR#UHVSRQVLEOH#IRU#FROOHFWLQJ#
UHFHLYDEOHV#JHQHUDWHG#DV#D#UHVXOW#RI#WKLV#DXGLW#HIIRUW1#7KH#LQWHUHVW#FRVW#WR#
ILQDQFH#WKHVH#XQFROOHFWHG#UHFHLYDEOHV#UHSUHVHQWV#D#VLJQLILFDQW#FRVW#WR#WKH#
3URYLQFH1#$QG#WKH#ORQJHU#WKH#DFFRXQWV#DUH#RXWVWDQGLQJ/#WKH#OHVV#OLNHO\#
WKH\#ZLOO#EH#FROOHFWHG#LQ#IXOO1
73 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#6 'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[
6188 7KH#PDMRU#VRXUFH#RI#RXU#DXGLW#ILQGLQJV#FDPH#IURP#D#VDPSOH#RI#
WKLUW\#DFFRXQWV#WKDW#ZHUH#RYHU#'43/333#DQG#JUHDWHU#WKDQ#RQH#\HDU#LQ#
DUUHDUV1#7KH#VDPSOH#WKHUHIRUH#IRFXVHV#RQ#SUREOHP#DFFRXQWV#DQG#QRW#WKH#
PDMRULW\#RI#DFFRXQWV#WKDW#DUH#HLWKHU#VPDOO#RU#DUH#FROOHFWHG#ZLWKRXW#
LQFLGHQW1#7R#D#FHUWDLQ#H[WHQW/#ZH#UHDOL]H#WKDW#E\#IRFXVLQJ#RQ#ROG#DFFRXQWV#
ZH#DUH#RYHUORRNLQJ#VXFFHVVHV#RI#WKH#FROOHFWLRQ#SURJUDP1#%\#GHILQLWLRQ/#
WKH#´VXFFHVVHVµ#KDYH#EHHQ#FROOHFWHG#LQ#IXOO#DQG#DUH#WKHUHIRUH#QR#ORQJHU#
RXWVWDQGLQJ1

5HVSRQVLELOLW\#1RW#$OZD\V#
&OHDUO\#$VVLJQHG

6189 2XU#ILUVW#FULWHULRQ#IRU#FROOHFWLRQ#DGGUHVVHV#LQLWLDO#DFFRXQWDELOLW\#
IRU#WKH#DSSOLFDWLRQ#RI#WKH#FROOHFWLRQ#SURFHVV1#0DQDJHPHQW#PXVW#FOHDUO\#
DVVLJQ#HDFK#DFFRXQW#LQ#RUGHU#WKDW#VRPHRQH#FDQ#EH#KHOG#DFFRXQWDEOH#IRU#
FROOHFWLRQ#DFWLRQ#RU#LQDFWLRQ1#,Q#RWKHU#ZRUGV=

5HVSRQVLELOLW\#IRU#WKH#FROOHFWLRQ#RI#HDFK#DFFRXQW#VKRXOG#EH#
FOHDUO\#DVVLJQHG#WKURXJKRXW#WKH#FROOHFWLRQ#F\FOH1

2EVHUYDWLRQV#RQ#WKH#SHULRG#
XQGHU#DXGLW

618: ,Q#WKH#SDVW/#FROOHFWLRQ#UHVSRQVLELOLW\#ZDV#GHWHUPLQHG#E\#ZKR#KDG#
SRVVHVVLRQ#RI#WKH#ILOH1#,Q#VRPH#FDVHV#´KHDG#RIILFHµ#ZRXOG#VHQG#WKH#
SDUWLFXODUV#RI#WKH#RYHUGXH#WD[#DFFRXQW#WR#D#UHJLRQDO#&ROOHFWLRQV#2IILFH1#
,Q#WXUQ/#VRPH#ILOHV#ZHUH#VHQW#IURP#WKH#UHJLRQV#WR#KHDG#RIILFH#LQ#RUGHU#WR#
FRPPHQFH#OHJDO#DFWLRQ1#6RPH#ILOHV#ZHUH#PLVODLG1#6LQFH#WKH#ILOHV#ZHUH#QRW#
DFFRXQWHG#IRU#FHQWUDOO\/#WKLV#V\VWHP#UHVXOWHG#LQ#XQFOHDU#DVVLJQPHQW#RI#
UHVSRQVLELOLW\1#

618; 7KH#FROOHFWLRQV#DUHD#DOVR#VXIIHUHG#IURP#VWDII#WXUQRYHU/#FKDQJHV#
LQ#PDQDJHPHQW#DQG#H[WHQGHG#VLFN#OHDYH#GXULQJ#WKH#SHULRG#XQGHU#DXGLW1#$#
IXUWKHU#SUREOHP#RFFXUUHG#ZKHQ#SDUW#RI#WKH#FRPSXWHU#V\VWHP#GHDOLQJ#ZLWK#
WD[HV#RQ#SXUFKDVHV#ZDV#´WXUQHG#RII1µ#7KLV#UHVXOWHG#LQ#D#WZHQW\0PRQWK#
SHULRG#EHJLQQLQJ#LQ#WKH#ZLQWHU#RI#4<<8#ZKHQ#PRQWKO\#VWDWHPHQWV#ZHUH#
QRW#VHQW#RXW#WR#GHOLQTXHQW#DFFRXQWV1#,Q#DGGLWLRQ/#FROOHFWLRQ#RIILFHUV#ZHUH#
QRW#QRWLILHG#WKDW#WKHVH#DFFRXQWV#ZHUH#LQ#DUUHDUV1#7KHUHIRUH#LQ#PDQ\#RI#
WKHVH#FDVHV#QR#FROOHFWLRQ#DFWLYLW\#ZDV#SHUIRUPHG1

618< 7KHVH#H[SODQDWLRQV#ZHUH#JLYHQ#WR#XV#GXULQJ#GLVFXVVLRQV#RI#RXU#
UDQGRP#VDPSOH#RI#WKLUW\#GHOLQTXHQW#DFFRXQWV1#7ZHQW\0WZR#RI#WKH#WKLUW\#
DFFRXQWV#ZH#UHYLHZHG#KDG#´FROOHFWLRQ#JDSV1µ#,Q#RWKHU#ZRUGV/#TXLFNHU#RU#
PRUH#GHFLVLYH#DFWLRQ#VKRXOG#KDYH#EHHQ#DSSOLHG#WR#WKHVH#DFFRXQWV1

6193 ,Q#WKHVH#WZHQW\0WZR#´FROOHFWLRQ#JDSµ#DFFRXQWV/#PRVW#KDG#QR#
FROOHFWLRQ#DFWLYLW\#ZLWKLQ#RQH#\HDU1#6HYHUDO#RI#WKH#DFFRXQWV#KDG#JRQH#WZR#
\HDUV#RU#PRUH#ZLWKRXW#FROOHFWLRQ#DFWLYLW\1#)RU#H[DPSOH#RQH#DFFRXQW#KDG#
QR#FROOHFWLRQ#DFWLYLW\#IURP#-XQH#4<<9#WR#)HEUXDU\#4<<<1#$QRWKHU#KDG#QR#
FROOHFWLRQ#DFWLYLW\#VLQFH#1RYHPEHU#4<<71#$#WKLUG#VKRZHG#QR#HYLGHQFH#RI#
FROOHFWLRQ#DFWLYLW\#VLQFH#0D\#4<<91#2EYLRXVO\/#RQH#FRQWULEXWLQJ#FDXVH#WR#
WKH#´FROOHFWLRQ#JDSVµ#ZDV#WKDW#WKH#UHVSRQVLELOLW\#IRU#WKH#FROOHFWLRQ#RI#
HDFK#VDOHV#WD[#DFFRXQW#ZDV#QRW#FOHDUO\#DVVLJQHG#WKURXJKRXW#WKH#FROOHFWLRQ#
F\FOH1#7KH#'HSDUWPHQW#GLG#QRW#PHHW#WKLV#ILUVW#FULWHULRQ1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 74



'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[ &KDSWHU#6
5HFRPPHQGDWLRQ 6194 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#PDLQWDLQ#D#OLVWLQJ#
WKDW#LQGLFDWHV#ZKR#LV#UHVSRQVLEOH#IRU#FROOHFWLRQ#DFWLYLWLHV#RQ#HDFK#
UHFHLYDEOH#DFFRXQW#RQ#D#PRQWKO\#EDVLV1

5HFHQW#LPSURYHPHQWV 6195 7KH#V\VWHP#RI#DVVLJQLQJ#DFFRXQWV#IRU#FROOHFWLRQ#DSSHDUV#WR#EH#
LPSURYLQJ1#$#FDOO#FHQWUH#KDV#EHHQ#HVWDEOLVKHG#ZKHUH#RYHUGXH#DFFRXQWV#
DUH#LQLWLDOO\#VHQW#IRU#FROOHFWLRQ1#&DOO#FHQWUH#VWDII#SKRQH#GHOLQTXHQW#
DFFRXQWV#ZLWKLQ#WKLUW\#GD\V#DIWHU#WKH#GXH#GDWH1#7KHVH#HPSOR\HHV#WU\#WR#
JHW#IXOO#SD\PHQW#RU#DQ#DJUHHPHQW#WR#SD\#WKH#IXOO#DPRXQW#RXWVWDQGLQJ#
ZLWKLQ#D#\HDU1#,I#WKH#FDOO#FHQWUH#LV#XQVXFFHVVIXO/#WKH#DFFRXQW#LV#IRUZDUGHG#
WR#WKH#FROOHFWLRQ#RIILFHU1

6196 2Q#WKH#LQIRUPDWLRQ#V\VWHPV#VLGH/#ZH#ZHUH#LQIRUPHG#WKDW#DV#RI#
0DUFK#4<<</#D#OLVWLQJ#KDV#EHHQ#SURGXFHG#DQG#GLVWULEXWHG#WR#HDFK#
FROOHFWLRQ#RIILFHU#WKDW#FOHDUO\#LQGLFDWHV#ZKDW#DFFRXQWV#WKH\#VKRXOG#EH#
ZRUNLQJ#RQ1#7KLV#LV#DQ#LPSURYHPHQW#RYHU#ZKDW#KDG#EHHQ#XVHG#
SUHYLRXVO\1

1HXWUDOLW\#RI#&ROOHFWLRQ#
3URFHGXUHV#1RW#0RQLWRUHG

6197 7KH#WD[#V\VWHP#GHSHQGV#RQ#SHRSOH#FRPSO\LQJ#ZLWK#WKH#ODZ1#,I#
WD[SD\HUV#GR#QRW#EHOLHYH#WKH#ODZ#LV#DSSOLHG#DQG#HQIRUFHG#HTXLWDEO\/#WKH\#
DUH#OHVV#OLNHO\#WR#FR0RSHUDWH#RU#FRPSO\#YROXQWDULO\1#*LYHQ#WKLV/#RQH#FDQ#
VHH#WKH#LPSRUWDQFH#RI#D#FULWHULRQ#WKDW#VD\V=

7KH#FROOHFWLRQ#DJHQWV#VKRXOG#DSSO\#WKH#'HSDUWPHQW·V#
FROOHFWLRQ#SURFHGXUHV#ZLWKRXW#ELDV/#DQG#WKLV#QHXWUDOLW\#RI#
DSSOLFDWLRQ#VKRXOG#EH#PRQLWRUHG#RQ#DQ#RQJRLQJ#EDVLV1

6198 7KLV#FULWHULRQ#DGGUHVVHV#IDLUQHVV#DQG#HTXLW\#LQ#WKH#FROOHFWLRQ#RI#
WD[HV1#$#FROOHFWLRQ#V\VWHP#WKDW#LV#SHUFHLYHG#DV#ELDVHG#DQG2RU#JUDQWV#
FRQFHVVLRQDU\#WHUPV#WR#FHUWDLQ#DFFRXQWV#PD\#VRRQ#ILQG#DQ#LQFUHDVLQJ#
QXPEHU#RI#DFFRXQWV#UHIXVLQJ#WR#SD\1

6199 ,Q#PRVW#RI#WKH#DFFRXQWV#UHYLHZHG#WKH#'HSDUWPHQW#GLG#DSSO\#WKH#
FROOHFWLRQ#WRROV#LQGLFDWHG#LQ#WKH#FROOHFWLRQV#SROLF\1#+RZHYHU/#WKH#WLPLQJ#
RI#WKH#DSSOLFDWLRQ#RI#WKHVH#WRROV#ZDV#LQFRQVLVWHQW1#,Q#PRVW#FDVHV#LW#
DSSHDUHG#WKDW#WKH#FROOHFWLRQ#DFWLYLW\#VKRXOG#KDYH#EHHQ#SHUIRUPHG#VRRQHU1#
)RU#H[DPSOH/#VHL]XUH#RI#DVVHWV#ZDV#VHOGRP#VXFFHVVIXO#VLQFH#E\#WKH#WLPH#
WKH#VHL]XUH#DFWLRQ#WRRN#SODFH/#RIWHQ#QR#DVVHWV#ZHUH#OHIW1#

619: ,Q#DGGLWLRQ/#WKHUH#ZDV#QR#HYLGHQFH#RI#D#UHYLHZ#RI#WKH#DSSOLFDWLRQ#
RI#FROOHFWLRQ#WRROV#E\#WKH#FROOHFWLRQ#DJHQWV1#:LWKRXW#WKLV#PRQLWRULQJ#WKH#
'HSDUWPHQW#FDQQRW#GHWHUPLQH#LI#FROOHFWLRQ#WRROV#DUH#DSSOLHG#FRQVLVWHQWO\#
DQG#ZLWKRXW#ELDV1#7KH#'HSDUWPHQW#ODFNV#D#V\VWHP#WR#PRQLWRU#WKH#
FROOHFWLRQ#HIIRUWV#RI#LWV#DJHQWV1#,Q#VKRUW/#WKH#FULWHULRQ#ZDV#QRW#PHW1

619; 7KH#'HSDUWPHQW#DGPLWV#WKDW#DFFRXQWV#WKDW#KDYH#WKH#DELOLW\#WR#SD\#
DUH#JLYHQ#LQFUHDVHG#DWWHQWLRQ1#7KH#'HSDUWPHQW#LQGLFDWHG#WKDW#WKH\#WDNH#
WKH#PLGGOH#JURXQG#EHWZHHQ#FROOHFWLQJ#DFFRXQWV#DQG#SUHYHQWLQJ#
EDQNUXSWFLHV1#7KH\#ZLVK#WR#NHHS#WKH#FRPSDQ\#LQ#EXVLQHVV#LQ#RUGHU#WR#
75 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#6 'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[
PD[LPL]H#UHFRYHU\1#7KH#'HSDUWPHQW#LQIRUPHG#XV#WKH\#XQGHUVWRRG#KRZ#
WKLV#FDQ#EH#LQWHUSUHWHG#DV#ELDV1

619< :H#FDQQRW#GHWHUPLQH#LI#WKH#'HSDUWPHQW·V#FROOHFWLRQ#SURFHGXUHV#
DUH#DSSOLHG#ZLWKRXW#ELDV#VLQFH#WKH#SUHVFULEHG#FROOHFWLRQ#SURFHGXUHV#DUH#DW#
WKH#GLVFUHWLRQ#RI#WKH#FROOHFWRU1#7KH#FROOHFWLRQ#SROLF\#GRHV#QRW#JLYH#
GHILQLWH#GHDGOLQHV#DV#WR#ZKHQ#HDFK#SURFHGXUH#VKRXOG#EH#DSSOLHG1

61:3 /LNHZLVH#WKH#SHQDOW\#DQG#LQWHUHVW#DSSOLFDWLRQ#LV#VXEMHFW#WR#
GLVFUHWLRQ1#6XEVHFWLRQ#6;14#RI#WKH#5HYHQXH#$GPLQLVWUDWLRQ#$FW#VWDWHV#
WKDW=

7KH#&RPPLVVLRQHU/#ZLWK#WKH#DSSURYDO#RI#WKH#0LQLVWHU/#PD\#LQ#
DFFRUGDQFH#ZLWK#WKH#UHJXODWLRQV#ZDLYH#LQ#IXOO#RU#LQ#SDUW#D#
UHTXLUHPHQW#XQGHU#WKLV#$FW#WR#SD\#LQWHUHVW#RU#D#UHTXLUHPHQW#
XQGHU#VHFWLRQ#65#WR#SD\#D#SHQDOW\1

61:4 :KHWKHU#RU#QRW#WKH#WD[HV#DUH#DFWXDOO\#RZHG#LV#DOVR#VXEMHFWLYH1#
6XEVHFWLRQ#7+5,#RI#WKH#5HYHQXH#$GPLQLVWUDWLRQ#$FW#DOVR#VWDWHV=

7KH#&RPPLVVLRQHU#PD\#IURP#WLPH#WR#WLPH#DQG#DW#VXFK#LQWHUYDOV#
DV#KH#PD\#FRQVLGHU#UHDVRQDEOH/#DVVHVV#DQG#UHDVVHVV#DQ\#WD[#
SD\DEOH#XQGHU#D#UHYHQXH#$FW#E\#DQ\#WD[SD\HU/#DQG#PD\#YDFDWH#
RU#YDU\#DQ\#DVVHVVPHQW#RU#UHDVVHVVPHQW/#DQG#WKHUHXSRQ#WKH#WD[#
VR#GHWHUPLQHG#VKDOO/#IRU#WKH#SXUSRVHV#RI#VHFWLRQV#45#DQG#55/#
EHFRPH#GXH#DQG#SD\DEOH#E\#WKH#WD[SD\HU1#

61:5 6LQFH#WKH#FROOHFWLRQ#V\VWHP#DOORZV#IRU#D#VLJQLILFDQW#DPRXQW#RI#
GLVFUHWLRQ/#ZH#FDQQRW#VD\#WKDW#WKH#FROOHFWLRQ#SURFHGXUHV#HPSOR\HG#RQ#
DQ\#RI#WKH#WKLUW\#DFFRXQWV#YLRODWHG#WKH#SROLF\#RU#WKH#$FW1#:H#GLG/#
KRZHYHU/#ILQG#FDVHV#ZKHUH#WKH#FROOHFWLRQ#SURFHVVHV#DSSOLHG#WR#VRPH#
DFFRXQWV#DSSHDUHG#WR#EH#PRUH#OHQLHQW#WKDQ#FROOHFWLRQ#SURFHVVHV#RQ#
RWKHUV1#,Q#WKH#SUHYLRXV#VHFWLRQ#ZH#UHIHUUHG#WR#´FROOHFWLRQ#JDSVµ#LQ#
WZHQW\0WZR#RI#WKH#WKLUW\#LWHPV#LQ#RXU#VDPSOH1#&HUWDLQO\#WKRVH#UHPDLQLQJ#
DFFRXQWV#WKDW#ZHUH#DFWLYHO\#SXUVXHG#IRU#FROOHFWLRQ#FRXOG#KDYH#UHDVRQ#WR#
TXHVWLRQ#WKH#HTXLW\#RI#WKH#V\VWHP1

61:6 3D\PHQW#DUUDQJHPHQWV#DQG#IRUJLYHQHVV#RI#LQWHUHVW#DQG#SHQDOWLHV#
FDQ#SRWHQWLDOO\#LQWURGXFH#LQHTXLWLHV#LQWR#WKH#WD[#V\VWHP1#7KH\#PD\#EH#
SHUFHLYHG#DV#FRQVWLWXWLQJ#VSHFLDO#WUHDWPHQW#IRU#LQGLYLGXDOV#ZKR#KDYH#QRW#
SDLG#WD[HV#RZLQJ#RQ#WLPH1

61:7 7KH#'HSDUWPHQW·V#JRDO#LQ#LQWURGXFLQJ#SD\PHQW#DUUDQJHPHQWV#
DQG2RU#IRUJLYHQHVV#RI#LQWHUHVW#DQG#SHQDOWLHV#DSSHDUV#WR#EH#WR#FROOHFW#WKH#
PD[LPXP#SRVVLEOH#IURP#WKHVH#GHOLQTXHQW#DFFRXQWV1#2XU#VDPSOH#RI#WKLUW\#
DFFRXQWV#VKRZHG#QLQH#VXFK#DUUDQJHPHQWV1#:KLOH#WKHVH#DUUDQJHPHQWV#
ZHUH#LQ#HIIHFW/#WKHVH#QLQH#DFFRXQWV#RIWHQ#FROOHFWHG#DGGLWLRQDO#WD[HV#IURP#
FXVWRPHUV#DQG#IDLOHG#WR#UHPLW1#$#QXPEHU#RI#WKHVH#QLQH#DFFRXQWV#KDYH#
VXEVHTXHQWO\#JRQH#EDQNUXSW/#UHVXOWLQJ#LQ#DQ#LQFUHDVH#LQ#XQFROOHFWDEOH#
WD[HV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 76



'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[ &KDSWHU#6
61:8 ,Q#RQH#VDPSOH#LWHP/#D#YHQGRU#ZDV#DOORZHG#WR#FRQWLQXH#DGGLQJ#WR#
WKH#DPRXQW#WKDW#ZDV#RZHG#WR#WKH#3URYLQFH#ZKLOH#GLVKRQRXULQJ#VHYHUDO#
SD\PHQW#DJUHHPHQWV#RQ#SDVW#GHEWV1#7KH#3URYLQFH#DOORZHG#D#GHEW#RI#
'45/333#LQ#6HSWHPEHU#4<<7#WR#LQFUHDVH#WR#'483/333#E\#$SULO#4<<:1#
6LQFH#WKH#WD[#RZLQJ#IRU#-DQXDU\#WR#0DUFK#4<<:#KDV#QHYHU#EHHQ#DXGLWHG/#
WKH#WUXH#DPRXQW#RI#WKH#GHEW#FRXOG#H[FHHG#WKLV#DPRXQW1#2QH#FRXOG#DUJXH#
IXOO#FROOHFWLRQ#RI#WKLV#DPRXQW/#LQFOXGLQJ#SHQDOW\#DQG#LQWHUHVW/#LV#
QHFHVVDU\#WR#UHVWRUH#HTXLWDEOH#WUHDWPHQW#RI#WD[0SD\LQJ#FRPSHWLWRUV#LQ#WKH#
VDPH#PDUNHW1

61:9 $Q#RIIHU#ZDV#PDGH#WR#WKH#'HSDUWPHQW#WR#VHWWOH#WKLV#DFFRXQW#IRU#
'63/3331#7KH#'HSDUWPHQW#FRXQWHU#RIIHUHG#LQ#)HEUXDU\#4<<<#IRU#
':3/3331#7KH#'HSDUWPHQW·V#FRXQWHU#RIIHU#ZRXOG#FRYHU#WKH#DFWXDO#WD[#
RZLQJ#RI#DSSUR[LPDWHO\#'7:/3331#$#VLJQLILFDQW#SRUWLRQ#RI#WKH#LQWHUHVW#
DQG#SHQDOW\#ZRXOG#EH#VHW#DVLGH1

61:: $QRWKHU#VDPSOH#LWHP#KDG#D#EDODQFH#RZLQJ#RI#'54/3331#7KH#
'HSDUWPHQW#KDV#DJUHHG#WR#VHWWOH#IRU#ILYH#\HDUO\#SD\PHQWV#RI#'6/3331#,Q#
DQRWKHU#VDPSOH#D#SD\PHQW#DJUHHPHQW#ZDV#HQWHUHG#LQWR#WR#IRUJLYH#83(#RI#
WKH#LQWHUHVW#SURYLGHG#PRQWKO\#SD\PHQWV#DUH#PDGH1

61:; 7KH#'HSDUWPHQW·V#SRVLWLRQ#LV#WKDW#VSHFLDO#DUUDQJHPHQWV#DUH#JLYHQ#
EDVHG#RQ#WKH#ILQDQFLDO#SRVLWLRQ#RI#WKH#WD[SD\HU1#(DFK#LV#FRQVLGHUHG#RQ#LWV#
RZQ#PHULWV#DQG#VXEMHFWLYH#MXGJHPHQWV#DUH#PDGH#DV#WR#ZKDW#DFWLRQ#VKRXOG#
EH#WDNHQ1#,Q#RXU#RSLQLRQ/#WKRXJK/#LQHTXLWLHV#PD\#UHVXOW#IURP#WKHVH#
GHFLVLRQV1

61:< &RPSDQLHV#WKDW#DUH#DOORZHG#WR#FRQWLQXH#RSHUDWLQJ#GHVSLWH#IDLOLQJ#
WR#UHPLW#WD[HV#FUHDWH#D#FRPSHWLWLYH#GLVDGYDQWDJH#IRU#RWKHU#EXVLQHVVHV#LQ#
WKH#VDPH#PDUNHW#ZKR#DUH#FROOHFWLQJ#DQG#VXEPLWWLQJ#WKHLU#WD[HV#RQ#WLPH1#
7KHUH#DUH#RQO\#VR#PDQ\#VDOHV#WR#EH#PDGH#LQ#D#SDUWLFXODU#PDUNHW0SODFH/#
DQG#ZKHQ#WKH\#DUH#EHLQJ#PDGH#E\#FRPSDQLHV#ZKR#FROOHFW#EXW#GR#QRW#
UHPLW#VDOHV#WD[/#WKH\#UHSUHVHQW#XQIDLU#FRPSHWLWLRQ#WR#WKH#FRPSDQ\#ZKLFK#
FROOHFWV#DQG#UHPLWV#VDOHV#WD[/#LQ#DFFRUGDQFH#ZLWK#WKH#UHJXODWLRQV1

5HFRPPHQGDWLRQ 61;3 :H#UHFRPPHQGHG#WKDW#FROOHFWLRQ#SURFHGXUHV#EH#FOHDUO\#
SUHVFULEHG#DQG#GRFXPHQWHG1#'HYLDWLRQV#IURP#WKHVH#VKRXOG#EH#
H[SODLQHG#DQG#LPPHGLDWHO\#EURXJKW#WR#WKH#DWWHQWLRQ#RI#PDQDJHPHQW1#
&LUFXPVWDQFHV#WKDW#LQIOXHQFH#WKH#JUDQWLQJ#RI#SD\PHQW#DUUDQJHPHQWV#
DQG#WKH#IRUJLYHQHVV#RI#SHQDOW\#DQG#LQWHUHVW#VKRXOG#EH#FOHDUO\#GHILQHG1

'HSDUWPHQWDO#UHVSRQVH 61;4 7KH#5HYHQXH#'LYLVLRQ#RI#WKH#'HSDUWPHQW#GHYHORSHG#DQG#
LPSOHPHQWHG#D#FROOHFWLRQ#SURFHGXUH#PDQXDO#VHYHUDO#\HDUV#DJR1#7KLV#
PDQXDO#JLYHV#EDVLF#JXLGHOLQHV#RQ#URXWLQH#FROOHFWLRQ#SURFHGXUHV#WKDW#DUH#
IROORZHG#IRU#WKH#PDMRULW\#RI#DFFRXQWV#FROOHFWHG1#+RZHYHU/#WKHUH#DUH#
FHUWDLQ#DFFRXQWV#IRU#ZKLFK#KDUG#DQG#IDVW#UXOHV#DUH#GLIILFXOW#WR#DSSO\1#,Q#
FHUWDLQ#FDVHV/#VWDQGDUG#FROOHFWLRQ#SURFHGXUHV#FRXOG#IRUFH#D#EDQNUXSWF\#
WR#RFFXU/#LQ#ZKLFK#FDVH#WKH#3URYLQFH#ORVHV#LWV#HQWLUH#UHFHLYDEOH#VLQFH#
FRQVXPSWLRQ#WD[HV#DUH#XQVHFXUHG1#,Q#VLWXDWLRQV#VXFK#DV#WKLV/#WKH#
77 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#6 'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[
'HSDUWPHQW#KDV#SUHIHUUHG#WR#IROORZ#D#PRUH#EDODQFHG#DSSURDFK#LQ#
DWWHPSWLQJ#WR#PD[LPL]H#LWV#FROOHFWLRQV#ZKLOH#DOVR#KHOSLQJ#EXVLQHVVHV#WR#
UHPDLQ#YLDEOH1#7KH#'HSDUWPHQW#GRHV#SODQ#WR#GHYHORS#PRUH#FOHDUO\#
GHILQHG#SROLFLHV#DVVRFLDWHG#ZLWK#JUDQWLQJ#SD\PHQW#DUUDQJHPHQWV#DQG#
VXSSRUWLQJ#UHFRPPHQGDWLRQV#IRU#SHQDOW\#DQG#LQWHUHVW#UHPLVVLRQV1

&ROOHFWLRQ#2IILFHUV#1HHG#
%HWWHU#,QIRUPDWLRQ

61;5 7KH#PRUH#HDVLO\#DQG#DFFXUDWHO\#WKH#FROOHFWRU#FDQ#GHWHUPLQH#
SULRULW\/#ULVN#IDFWRUV/#FROOHFWLRQ#DFWLRQ#WKDW#KDV#EHHQ#SHUIRUPHG#WR#GDWH/#
DQG#FROOHFWLRQ#DFWLRQ#WKDW#VKRXOG#EH#SHUIRUPHG/#WKH#PRUH#HIIHFWLYH#WKH#
FROOHFWLRQ#HIIRUW#VKRXOG#EH1#7KHUHIRUH/#ZH#GHYHORSHG#D#FULWHULRQ#DV#
IROORZV=

3ULRULW\/#FROOHFWLRQ#KLVWRU\#DQG#RWKHU#LPSRUWDQW#DFFRXQW#
LQIRUPDWLRQ#VKRXOG#EH#UHDGLO\#DYDLODEOH#WR#WKH#FROOHFWLRQ#
DJHQWV#WR#DVVLVW#LQ#HIILFLHQW#FRQGXFW#RI#WKHLU#ZRUN1

61;6 $V#PHQWLRQHG#SUHYLRXVO\/#LW#LV#RQO\#LQ#WKH#ODVW#HLJKWHHQ#PRQWKV#
WKDW#FROOHFWLRQ#DJHQWV#KDYH#EHJXQ#XVLQJ#DQ#DJHG#OLVWLQJ#RI#RXWVWDQGLQJ#
DFFRXQWV1#$SSDUHQWO\/#WKLV#OLVWLQJ#EURXJKW#WR#OLJKW#PDQ\#DFFRXQWV#WKDW#QR#
RQH#KDG#EHHQ#ZRUNLQJ#RQ1#3ULRU#WR#WKLV#OLVWLQJ/#SRVVHVVLRQ#RI#WKH#ILOH#ZDV#
WKH#PDLQ#LQGLFDWRU#RI#ZKR#ZDV#UHVSRQVLEOH#IRU#WKH#DFFRXQW1

61;7 ,W#LV#XS#WR#WKH#FROOHFWLRQ#DJHQW#WR#GHWHUPLQH#WKH#SULRULW\#RI#HDFK#
DFFRXQW#DQG#ZKDW#FROOHFWLRQ#SURFHGXUH#VKRXOG#EH#DSSOLHG1#6\VWHPV#LQ#
RWKHU#SURYLQFHV#VHQG#FROOHFWLRQ#RIILFHUV#D#SULRULWL]HG#OLVWLQJ#RI#DFFRXQWV1#
7KHVH#V\VWHPV#DVVLJQ#WKLV#SULRULW\#EDVHG#RQ#FROOHFWLRQ#KLVWRU\#DQG#
DPRXQW#RXWVWDQGLQJ1#7KH#FROOHFWLRQ#DJHQW#LV#WR#IROORZ#XS#RQ#WKHVH#
DFFRXQWV#ZLWKLQ#WKH#ILUVW#TXDUWHU#RI#HDFK#PRQWK1#$FFRXQW#KLVWRU\#VHHPV#
WR#EH#PRUH#UHDGLO\#DYDLODEOH#WR#FROOHFWLRQ#DJHQWV#LQ#WKHVH#RWKHU#
MXULVGLFWLRQV1

61;8 $W#WKH#WLPH#RI#RXU#DXGLW#WKH#'HSDUWPHQW·V#FROOHFWLRQ#KLVWRU\#DQG#
DFFRXQW#LQIRUPDWLRQ#FDPH#IURP#WKH#IROORZLQJ#VRXUFHV=

• WKH#´&',µ#FRPSXWHU#VFUHHQ#WKDW#LV#XSGDWHG#E\#FROOHFWLRQ#DJHQWV#DQG#
FDOO#FHQWUH#VWDII>4

• D#FRPSXWHU#VFUHHQ#WKDW#JLYHV#ELOOLQJ/#SD\PHQW#DQG#DFFRXQW#EDODQFHV>

• D#FRQWDFW#KLVWRU\#UHSRUW#ZKLFK#LV#DOVR#XSGDWHG#E\#FROOHFWLRQ#DJHQWV#
DQG#FDOO#FHQWUH#VWDII>

• D#GLDU\#+PDQXDO#RU#FRPSXWHUL]HG,#PDLQWDLQHG#E\#FROOHFWLRQ#DJHQWV#
LQGLFDWLQJ#WKH#GDWH#DQG#DFWLRQ#WR#EH#WDNHQ#LQ#WKH#IXWXUH#RQ#DFFRXQWV>

• PDQXDO#SKRQH#FRQWDFW#UHFRUGV#PDLQWDLQHG#E\#WKH#PDQDJHU#RI#
FROOHFWLRQV#DQG#RWKHUV>#DQG#

41 #7KH#&',#DQG#&7;6#DFFRXQW#VFUHHQ#KDV#EHHQ#UHSODFHG#DV#RI#64#0DUFK#4<<<#DV#LW#ZDV#QRW
#<5.#FRPSDWLEOH1#$Q#´2UDFOHµ#FRPSXWHU#V\VWHP#KDV#UHSODFHG#WKH#DFFRXQW#VFUHHQ1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 78



'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[ &KDSWHU#6
• WKH#SK\VLFDO#FROOHFWLRQ#ILOH#FRQWDLQLQJ#GRFXPHQWDWLRQ#RI#VLJQLILFDQW#
FROOHFWLRQ#DFWLRQ#WDNHQ#DQG#OHWWHUV#H[FKDQJHG1#7KHUH#PD\#EH#PRUH#
WKDQ#RQH#RI#WKHVH#ILOHV#IRU#DQ#DFFRXQW#DW#DQ\#SRLQW#LQ#WLPH1

61;9 &ROOHFWLRQ#SUREOHPV#DUH#FRPSRXQGHG#E\#D#IHZ#FDVHV#RI#PLVVLQJ#
LQIRUPDWLRQ#DPRQJ#WKH#H[LVWLQJ#VRXUFHV1#)RU#WKUHH#RI#WKH#WKLUW\#VDPSOH#
LWHPV#ZH#KDG#VSHFLILF#FRQFHUQV#DERXW#PLVVLQJ#LQIRUPDWLRQ#LQ#WKH#ILOHV#
WKDW#KDG/#RU#FRXOG#OLNHO\#KDYH#KDG/#D#VLJQLILFDQW#HIIHFW#RQ#WKH#FROOHFWLRQ#
RI#WKH#DFFRXQW1

61;: 7KH#PRVW#QRWDEOH#H[DPSOH#ZDV#RQH#VDPSOH#LWHP#ZKLFK#GLG#QRW#
KDYH#GRFXPHQWDWLRQ#IRU#WKH#ILUVW#VL[#WR#HLJKW#PRQWKV#RI#FROOHFWLRQ#
DFWLYLW\1#,W#DSSHDUV#D#IXOO#ILOH#KDG#JRQH#PLVVLQJ1#:H#ZHUH#WROG#WKDW#
DPRQJ#WKH#GRFXPHQWV#LQ#WKH#ORVW#RU#PLVVLQJ#ILOH#ZDV#D#'43/333#ERQG#WKH#
'HSDUWPHQW#REWDLQHG#DV#VHFXULW\#RQ#WKH#DFFRXQW1#$OWKRXJK#WKH#WD[SD\HU#
GLG#QRW#UHPLW#WKH#WD[HV#RZLQJ/#WKH#'HSDUWPHQW#FRXOG#QRW#FDVK#WKH#ERQG#
VLQFH#LW#FRXOG#QRW#EH#IRXQG1

61;; 2XU#DQDO\VLV#VKRZV#WKDW#WKH#DFFRXQW#LQIRUPDWLRQ#QHHGHG#E\#
FROOHFWLRQ#DJHQWV#ZDV#IUDJPHQWHG#RU#QRW#DYDLODEOH1#$JDLQ/#D#FULWHULRQ#IRU#
FROOHFWLRQV#LV#QRW#PHW1#7KLV#LQIRUPDWLRQ#GHILFLW#ZRXOG#KDYH#DIIHFWHG#WKH#
HIILFLHQF\#RI#WKH#FROOHFWLRQ#HIIRUW1#

5HFRPPHQGDWLRQ 61;< :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW·V#FROOHFWLRQV#
LQIRUPDWLRQ#V\VWHP#SURYLGH#TXLFN#DFFHVV#WR#VXJJHVWHG#SULRULWLHV/#
FRXUVHV#RI#DFWLRQ#DQG#SHUWLQHQW#DFFRXQW#LQIRUPDWLRQ1

'HSDUWPHQWDO#UHVSRQVH 61<3 7KH#'HSDUWPHQW#DJUHHV#ZLWK#WKH#LPSRUWDQFH#RI#SURYLGLQJ#
FROOHFWLRQ#RIILFHUV#UHDG\#DFFHVV#WR#KLVWRULFDO#SD\PHQW#GDWD#DQG#UHOHYDQW#
FXUUHQW#LQIRUPDWLRQ#WKDW#FRXOG#LQIOXHQFH#EHQHILFLDOO\#WKH#FROOHFWLRQ#HIIRUW1#
&RXSOHG#ZLWK#UHYLVHG#FROOHFWLRQ#SURFHGXUHV/#DXGLWRUV#ZLOO#EH#UHTXLUHG#WR#
SURYLGH#LQ#WKHLU#DXGLW#UHSRUWV#D#VWDWHPHQW#FRQFHUQLQJ#WKH#ILQDQFLDO#
SRVLWLRQ#RI#WKH#WD[SD\HU#RU#FROOHFWRU#DQG#DQ\#RWKHU#LQIRUPDWLRQ#WKDW#
FRXOG#DVVLVW#LQ#WKH#FROOHFWLRQ#RI#OLDELOLWLHV#HVWDEOLVKHG1

3HUIRUPDQFH#
,QIRUPDWLRQ

61<4 2XU#IRXUWK#FULWHULRQ#IRFXVHG#RQ#SHUIRUPDQFH#LQIRUPDWLRQ#DV#
IROORZV=

6XLWDEOH#SHUIRUPDQFH#LQIRUPDWLRQ#IRU#LQGLYLGXDO#FROOHFWLRQ#
DJHQWV/#DQG#IRU#WKH#FROOHFWLRQ#SURJUDP#DV#D#ZKROH/#VKRXOG#EH#
HVWDEOLVKHG/#PRQLWRUHG#DQG#UHSRUWHG1#)RU#H[DPSOH/#WKH#
UHODWLRQVKLS#EHWZHHQ#FROOHFWLRQ#DQG#WKH#FRVW#RI#FROOHFWLRQ#
VKRXOG#EH#PRQLWRUHG#DQG#RSWLPL]HG1

61<5 7KLV#FULWHULRQ#DGGUHVVHV#ERWK#WKH#DFFRXQWDELOLW\#RI#WKH#FROOHFWLRQ#
DJHQWV#WR#WKH#'HSDUWPHQW#DQG#WKH#DFFRXQWDELOLW\#RI#WKH#'HSDUWPHQW#WR#WKH#
/HJLVODWLYH#$VVHPEO\1

61<6 :H#GHWHUPLQHG#WKDW#SHUIRUPDQFH#LQIRUPDWLRQ#IRU#LQGLYLGXDO#
FROOHFWLRQ#DJHQWV#KDV#QRW#EHHQ#HVWDEOLVKHG1#7KHUH#DUH#QR#ZRUN#SODQV#IRU#
79 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#6 'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[
WKH#DJHQWV1#7KH#DJHQWV#LQGLFDWHG#WKDW#QR#PHDVXUHV#RI#SHUIRUPDQFH#KDYH#
EHHQ#FRPPXQLFDWHG#WR#WKHP1#1RQH#RI#WKH#FROOHFWLRQ#DJHQWV#KDYH#KDG#
IRUPDO#SHUIRUPDQFH#DSSUDLVDOV1#7KHUH#LV#LQIRUPDO#IHHGEDFN#WR#WKH#DJHQWV#
RQ#KRZ#WKH\#DUH#GRLQJ/#EXW#WKH#V\VWHP#GRHV#QRW#JHQHUDWH#REMHFWLYH#
HYLGHQFH#RQ#ZKLFK#WR#EDVH#WKLV#IHHGEDFN1

61<7 :KHQ#ZH#PRYHG#WR#WKH#SURJUDP#DV#D#ZKROH/#ZH#QRWHG#WKH#
'HSDUWPHQW#FRXOG#QRW#SURYLGH#XV#ZLWK#DQ\#PHDVXUDEOH#JRDOV#RU#
REMHFWLYHV#IRU#FROOHFWLRQV1#7KH#'HSDUWPHQW#GRHV#WUDFN#VRPH#LQIRUPDWLRQ#
RQ#WKH#PDNHXS#RI#WKH#UHFHLYDEOH#EDODQFH#EXW#QRW#RQ#WKH#HYDOXDWLRQ#RI#WKH#
FROOHFWLRQ#SURJUDP1#*RDOV#RU#WDUJHWV#KDYH#QRW#EHHQ#HVWDEOLVKHG#WR#PDWFK#
DJDLQVW#DFWXDO#UHVXOWV1#

61<8 ,Q#RXU#GLVFXVVLRQV#ZLWK#VWDII#ZH#UHFRPPHQGHG#WZR#VSHFLILF#
SHUIRUPDQFH#PHDVXUHV#WKDW#DUH#FRPPRQ#WR#FROOHFWLRQ#DFWLYLWLHV1#7KH#ILUVW#
PHDVXUH#LV#WKH#FROOHFWLRQ#UDWH#IRU#RYHUGXH#WD[HV1#7KLV#UHTXLUHV#WKDW#WKH#
DPRXQW#RI#WKH#UHFHLYDEOH#WKDW#JRHV#LQWR#DUUHDUV#HDFK#\HDU#LV#HVWDEOLVKHG#
DQG#WKH#DPRXQW#RI#WKH#DUUHDUV#WKDW#DUH#FROOHFWHG#ZLWKLQ#WKH#\HDU#LV#DOVR#
GHWHUPLQHG1#,Q#D#UHFHQW#3URYLQFH#RI#%ULWLVK#&ROXPELD#SXEOLFDWLRQ/#WKH#
FROOHFWLRQ#UDWH#IRU#RYHUGXH#WD[HV#ZDV#VWDWHG#DW#8<16(1#

61<9 7KH#RWKHU#PHDVXUH#ZH#VXJJHVWHG#LV#WR#WDNH#WKH#DPRXQW#RI#DUUHDUV#
FROOHFWHG#DQG#WKH#WRWDO#FRVW#RI#WKH#FROOHFWLRQ#SURJUDP#WR#ILQG#D#FRVW#SHU#
GROODU#FROOHFWHG1#7KH#3URYLQFH#RI#%ULWLVK#&ROXPELD#SXEOLFDWLRQ#LQGLFDWHG#
D#UDWLR#RI#WKUHH#FHQWV#SHU#GROODU#FROOHFWHG1#7KH#JRDO#IRU#WKH#)HGHUDO#
&ROOHFWLRQ#6HUYLFH#ZDV#ILYH#FHQWV#SHU#GROODU#FROOHFWHG1#

61<: :H#DVNHG#WKH#'HSDUWPHQW#WR#FDOFXODWH#WKHVH#ILJXUHV#IRU#XV1#7KH#
'HSDUWPHQW#ZDV#DEOH#WR#GHWHUPLQH#WKDW#FRVW#RI#FROOHFWLRQ#IRU#4<<;0<<#
ZDV#'787/3331#7KH#'HSDUWPHQW#FRXOG#QRW#GHWHUPLQH#WKH#DPRXQW#RI#
DUUHDUV#WKDW#ZHUH#FROOHFWHG#ZLWKLQ#WKH#\HDU1#7KH#'HSDUWPHQW#ZDV#
WKHUHIRUH#XQDEOH#WR#SURYLGH#XV#ZLWK#HLWKHU#SHUIRUPDQFH#PHDVXUH#DV#ERWK#
UHTXLUHG#D#ILJXUH#IRU#DUUHDUV#FROOHFWHG1#

61<; :LWK#UHVSHFW#WR#WKLV#FRVW#ILJXUH/#LW#VKRXOG#EH#QRWHG#WKH#FRVW#RI#
FROOHFWLRQ#DFWLYLWLHV#LV#QRW#VHSDUDWHO\#FRGHG#LQ#WKH#3URYLQFH·V#DFFRXQWLQJ#
V\VWHP1#7KH#'HSDUWPHQW#WKHUHIRUH#ZDV#XQDEOH#WR#GHWHUPLQH#LI#WKH#
UHVRXUFHV#DSSOLHG#WR#WKH#FROOHFWLRQ#HIIRUW#KDG#LQFUHDVHG#RU#GHFUHDVHG#RYHU#
UHFHQW#\HDUV1#

61<< 7KH#PDLQ#SXEOLF#UHSRUWLQJ#RI#WKH#FROOHFWLRQ#DFWLYLW\#ZDV#LQ#WKH#
'HSDUWPHQW·V#DQQXDO#UHSRUW#IRU#4<<:0<;1#,W#LQGLFDWHG#RQO\#WKDW#´D#VWURQJ#
HIIRUW#LV#EHLQJ#SXW#WRZDUGV#WKH#FRQVXPSWLRQ#DFFRXQWV#LQ#DQ#DWWHPSW#WR#
KDYH#WKH#VDOHV#WD[#DFFRXQW#FRPSOHWHO\#FOHDUHG#E\#WKH#HQG#RI#'HFHPEHU#
4<<<1µ#:LWK#WKH#ODUJH#DPRXQWV#RI#UHFHLYDEOHV#VWLOO#EHLQJ#JHQHUDWHG#E\#
WKH#VSHFLDO#DXGLW#HIIRUW/#DQG#WKH#SD\PHQW#DJUHHPHQWV#WKDW#ZLOO#QRW#H[SLUH#
IRU#PDQ\#\HDUV/#WKLV#JRDO#LV#QRW#UHDOLVWLF1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 7:



'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[ &KDSWHU#6
61433 %HFDXVH#RI#WKHVH#REVHUYDWLRQV/#ZH#FRQFOXGHG#WKH#'HSDUWPHQW#
GRHV#QRW#PHHW#WKLV#FULWHULRQ1

5HFRPPHQGDWLRQ# 61434 )RUPDO#REMHFWLYHV#IRU#WKH#FROOHFWLRQ#DFWLYLW\#VKRXOG#EH#
HVWDEOLVKHG1#0HDVXUDEOH#JRDOV#VXFK#DV#FRVW#SHU#GROODU#FROOHFWHG#DQG#
SHUFHQWDJH#FROOHFWHG#IRU#WKH#FROOHFWLRQ#SURJUDP#VKRXOG#WKHQ#EH#
HVWDEOLVKHG/#PRQLWRUHG/#DQG#UHSRUWHG1#5HVXOWV#VKRXOG#EH#XVHG#WR#
RSWLPL]H#UHVRXUFHV#GHGLFDWHG#WR#WKLV#WDVN1#7KHVH#JRDOV#VKRXOG#EH#XVHG#
WR#HVWDEOLVK#ZRUN#SODQV#IRU#WKH#FROOHFWRUV1#5HJXODU#SHUIRUPDQFH#
DSSUDLVDOV#IRU#WKH#FROOHFWRUV#VKRXOG#EH#GRQH#ZLWK#UHIHUHQFH#WR#WKHVH#
ZRUN#SODQV1

'HSDUWPHQWDO#UHVSRQVH 61435 7KH#'HSDUWPHQW#DJUHHV#ZLWK#WKLV#UHFRPPHQGDWLRQ1#2YHU#WKH#
FRXUVH#RI#WKH#QH[W#\HDU/#WKH#5HYHQXH#'LYLVLRQ#ZLOO#EH#GHYHORSLQJ#D#VHW#RI#
FRPSUHKHQVLYH#SHUIRUPDQFH#JRDOV#DQG#PHDVXUHV#IRU#HDFK#RI#LWV#
RSHUDWLRQDO#XQLWV1#:RUN#SODQV#GHYHORSHG#IRU#WKH#FROOHFWLRQ#DFWLYLW\#ZLOO#
FRQWDLQ#VSHFLILF#REMHFWLYHV1#$Q#HPSKDVLV#ZLOO#EH#SODFHG#RQ#HQVXULQJ#WKDW#
LQGLYLGXDO#SHUIRUPDQFH#DSSUDLVDOV/#DV#UHTXLUHG#E\#WKH#3HUIRUPDQFH#
0DQDJHPHQW#6\VWHP/#DUH#FRPSOHWHG1

%DFNORJ#RI#$FFRXQWV#WR#
EH#:ULWWHQ#2II

61436 2XU#ILIWK#FULWHULRQ#DGGUHVVHV#ERWK#WKH#DFFXUDF\#RI#WKH#UHFHLYDEOH#
EDODQFH#DQG#WKH#'HSDUWPHQW·V#DFFRXQWDELOLW\#IRU#FROOHFWLRQ#DFWLRQ=

$OO#UHDVRQDEOH#FROOHFWLRQ#HIIRUWV#WR#FROOHFW#WKH#PD[LPXP#
DPRXQW#RI#WD[#RZLQJ#ZLWKLQ#D#UHDVRQDEOH#SHULRG#VKRXOG#EH#
FRPSOHWHG#SULRU#WR#ZULWH#RII1#:KHQ#DOO#UHDVRQDEOH#FROOHFWLRQ#
SURFHGXUHV#KDYH#EHHQ#DSSOLHG/#DFFRXQWV#VKRXOG#EH#ZULWWHQ#RII#
SURPSWO\#LQ#WKH#PDQQHU#SUHVFULEHG#E\#JRYHUQPHQWDO#SROLF\1#

61437 :KHQ#DQ#DFFRXQW#LV#QR#ORQJHU#GHHPHG#FROOHFWDEOH/#LW#VKRXOG#QR#
ORQJHU#EH#VKRZQ#DV#DQ#DVVHW1#7KLV#LV#FRQVLVWHQW#ZLWK#WKH#3URYLQFH·V#RZQ#
SROLF\#DQG#WKH#UHFRPPHQGDWLRQV#RI#WKH#&DQDGLDQ#,QVWLWXWH#RI#&KDUWHUHG#
$FFRXQWDQWV1#*RYHUQPHQW#SROLF\#HQKDQFHV#DFFRXQWDELOLW\#IRU#WKH#
FROOHFWLRQV#SURFHVV#VLQFH/#SULRU#WR#DQ#DFFRXQW#EHLQJ#ZULWWHQ#RII/#WKH#QDPH#
RI#WKH#XQFROOHFWDEOH#DFFRXQW/#DV#ZHOO#DV#LQIRUPDWLRQ#RQ#WKH#FROOHFWLRQ#
HIIRUW/#LV#SUHVHQWHG#WR#([HFXWLYH#&RXQFLO1

61438 ,Q#-DQXDU\#4<<<#WKH#'HSDUWPHQW#EHOLHYHG#WKDW#5:(#RI#WKH#
UHFHLYDEOH#EDODQFH#ZDV#FRPSRVHG#RI#EDQNUXSW#DFFRXQWV#RU#DFFRXQWV#GXH#
WR#EH#ZULWWHQ#RII1#:H#LGHQWLILHG#WZHOYH#RXW#RI#WKH#WKLUW\#DFFRXQWV#LQ#RXU#
VDPSOH#+73(,#WKDW#VKRXOG#KDYH#EHHQ#ZULWWHQ#RII1#7KHUHIRUH/#ZH#
FRQFOXGHG#WKH#'HSDUWPHQW#KDG#QRW#PHW#WKLV#FULWHULRQ1#$#UHYLHZ#RI#WKHVH#
DFFRXQWV#LQGLFDWHG#WKDW#WKH#OLNHOLKRRG#RI#FROOHFWLRQ#LV#YHU\#UHPRWH#DQG#
WKH#'HSDUWPHQW#ZDV#QR#ORQJHU#SXUVXLQJ#FROOHFWLRQ#RI#WKHVH#DFFRXQWV1#)RU#
H[DPSOH/#LQ#RQH#FDVH/#WKH#GLUHFWRU#RI#WKH#FRPSDQ\#GHFODUHG#SHUVRQDO#
EDQNUXSWF\#LQ#1RYHPEHU#4<<81#,Q#DQRWKHU/#WKH#FRPSDQ\#GHFODUHG#
EDQNUXSWF\#LQ#)HEUXDU\#4<<61#<HW#ERWK#ZHUH#VWLOO#DZDLWLQJ#ZULWH0RII1

61439 ,W#VKRXOG#EH#QRWHG#WKDW#PRVW#RI#WKH#DFFRXQWV#ZH#LGHQWLILHG#DV#
QHHGLQJ#WR#EH#ZULWWHQ#RII#DOVR#KDG#VLJQLILFDQW#JDSV#LQ#FROOHFWLRQ#DFWLYLW\1#
7; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#6 'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[
,I#SURPSW#FROOHFWLRQ#DFWLRQ#KDG#EHHQ#DSSOLHG/#VRPH#RI#WKH#DFFRXQWV#PD\#
KDYH#EHHQ#FROOHFWHG1#7KH\#PD\#QHYHU#KDYH#UHDFKHG#WKH#ZULWH0RII#VWDJH1

6143: 7KH#'HSDUWPHQW#LQGLFDWHG#WKDW#IHZ#ZULWH0RIIV#KDYH#EHHQ#
SHUIRUPHG#VLQFH#4<<8#DQG#WKH#EDFNORJ#LV#EHLQJ#DGGUHVVHG1#

5HFRPPHQGDWLRQ 6143; :ULWH0RIIV#RI#XQFROOHFWDEOH#DFFRXQWV#VKRXOG#EH#PDGH#PRUH#
SURPSWO\#WR#HQKDQFH#DFFRXQWDELOLW\#DQG#LPSURYH#ILQDQFLDO#UHSRUWLQJ1

'HSDUWPHQWDO#UHVSRQVH 6143< 3ULRU#WR#ZULWLQJ#RII#DFFRXQWV#UHFHLYDEOH/#WKH#'HSDUWPHQW#
H[KDXVWV#DOO#DYDLODEOH#PHDQV#IRU#REWDLQLQJ#SD\PHQW1#3URJUHVV#KDV#EHHQ#
PDGH#RQ#EULQJLQJ#WKH#H[LVWLQJ#EDFNORJ#RI#ZULWH0RIIV#DQG#UHPLVVLRQV#XS#WR#
GDWH1#7KH#'HSDUWPHQW#ZLOO#FRQVLGHU#LQVWLWXWLQJ#SURFHGXUHV#WKDW#ZRXOG#VHH#
ZULWH0RIIV#EHLQJ#SUHVHQWHG#WR#([HFXWLYH#&RXQFLO#VRRQHU#WKDQ#ZKDW#LV#
FXUUHQWO\#GRQH1

,QIRUPDWLRQ#IRU#)XWXUH#
$FWLRQ

61443 $#ZULWH0RII#RI#DQ#DFFRXQW#GRHV#QRW#UHOLHYH#WKH#SHUVRQ#RU#
FRPSDQ\#IURP#RZLQJ#WKH#GHEW#WR#WKH#3URYLQFH1#7KHUHIRUH/#WKH#3URYLQFH#
QHHGV#VRPH#UHFRUG#WR#LQIOXHQFH#LWV#IXWXUH#GHDOLQJ#ZLWK#D#SHUVRQ#RU#
FRPSDQ\#ZKR#KDV#KDG#DQ#DFFRXQW#ZULWWHQ#RII1#2XU#ILQDO#FULWHULRQ#
DGGUHVVHV#WKLV#LVVXH1#,W#VWDWHV=

.H\#LQIRUPDWLRQ#RQ#DFFRXQWV#ZULWWHQ#RII#VKRXOG#EH#UHWDLQHG#LQ#
D#VXLWDEOH#IRUP#WR#DOORZ#IRU#IXWXUH#UHIHUHQFH#DQG#DFWLRQ1#7KLV#
ZRXOG#LQFOXGH#GRFXPHQWLQJ#LQIRUPDWLRQ#VXFK#DV#WKH#GLUHFWRUV#
RI#WKH#FRPSDQ\/#FLUFXPVWDQFHV#RI#WKH#EXVLQHVV#IDLOXUH/#HWF1#
7KHVH#UHFRUGV#VKRXOG#DIIHFW#DQ\#IXWXUH#FUHGLW#JUDQWHG#E\#WKH#
3URYLQFH#DQG2RU#SD\PHQWV#PDGH#WR#WKH#DFFRXQWV#RU#GLUHFWRUV#
RI#WKH#FRPSDQ\#WKDW#GHIDXOWHG1#

61444 7KH#'HSDUWPHQW#GRHV#KDYH#D#PDQXDO#LQIRUPDWLRQ#V\VWHP#LQ#SODFH#
IRU#UHFRUGLQJ#WKHVH#ZULWH0RIIV1#,Q#DOO#FDVHV#WKH#DFFRXQW#LV#HQWHUHG#LQWR#D#
%DG#'HEW#/HGJHU1#,Q#DGGLWLRQ/#WKH#'HSDUWPHQW#ZLOO#RIWHQ#KDYH#SUHYLRXVO\#
UHJLVWHUHG#D#PHPRULDO#RI#MXGJHPHQW#DJDLQVW#WKH#DFFRXQW#DV#SDUW#RI#LWV#
QRUPDO#FROOHFWLRQ#SURFHGXUHV1#,I#WKH#FRPSDQ\#RU#LQGLYLGXDO#KDV#JRQH#
EDQNUXSW/#KRZHYHU/#WKH#VWHS#RI#UHJLVWHULQJ#D#PHPRULDO#RI#MXGJHPHQW#PD\#
QRW#EH#GRQH#VLQFH#WKH#MXGJHPHQW#LV#QRW#HQIRUFHDEOH#DIWHU#EDQNUXSWF\#KDV#
EHHQ#GHFODUHG1

61445 :H#KHOG#GLVFXVVLRQV#ZLWK#WKH#'HSDUWPHQW#DURXQG#H[WHQGLQJ#WKH#
XVH#RI#´YHQGRU#KROGµ#WR#DFFRXQWV#LW#ZULWHV#RII1#:KLOH#DQ#DFWLYH#DFFRXQW#
LV#RXWVWDQGLQJ/#WKH#'HSDUWPHQW#LVVXHV#D#´YHQGRU#KROGµ#VR#WKDW#IXQGV#
SD\DEOH#E\#WKH#3URYLQFH#IRU#SXUFKDVHV#IURP#WKH#YHQGRU#FDQ#EH#RIIVHW#
DJDLQVW#WKH#WD[HV#RZLQJ1#7KLV#SURYLGHV#D#SUDFWLFDO#ZD\#WR#FRPPXQLFDWH#
WR#DOO#GHSDUWPHQWV#WKDW#WKHUH#LV#D#SUREOHP#ZLWK#WKH#YHQGRU1#

61446 $FFRXQWV#WKDW#KDYH#EHHQ#ZULWWHQ#RII#WKRXJK#DUH#QR#ORQJHU#RQ#
´YHQGRU#KROG1µ#7KHUHIRUH/#DW#VRPH#ODWHU#GDWH/#SD\PHQWV#DQG#RWKHU#
WUDQVDFWLRQV#PD\#EH#PDGH#EHWZHHQ#WKH#3URYLQFH#DQG#WKH#GHOLQTXHQW#
WD[SD\HU#ZLWKRXW#NQRZOHGJH#RI#WKH#GHOLQTXHQF\#KDYLQJ#RFFXUUHG1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 7<



'HSDUWPHQW#RI#)LQDQFH#0#&RQVXPSWLRQ#7D[ &KDSWHU#6
61447 %HFDXVH#RI#WKLV#VLWXDWLRQ/#ZH#IHOW#WKH#'HSDUWPHQW#RQO\#SDUWLDOO\#
PHW#WKH#FULWHULRQ1#.H\#LQIRUPDWLRQ#RQ#EDG#GHEWV#DULVLQJ#IURP#
QRQ0SD\PHQW#RI#VDOHV#WD[#LV#DYDLODEOH>#KRZHYHU/#WKLV#LQIRUPDWLRQ#LV#QRW#LQ#
D#IRUPDW#WKDW#ZRXOG#HIIHFWLYHO\#DOORZ#IRU#IXWXUH#UHIHUHQFH#RU#DFWLRQ1#

5HFRPPHQGDWLRQ 61448 7KH#'HSDUWPHQW#VKRXOG#PDLQWDLQ#D#YHQGRU#KROG#RQ#DOO#
DFFRXQWV#WKDW#KDYH#EHHQ#ZULWWHQ#RII1#

'HSDUWPHQWDO#UHVSRQVH 61449 $#YHQGRU#KROG#FDQ#EH#LQVWDWHG#IRU#DFFRXQWV#WKDW#KDYH#EHHQ#
ZULWWHQ#RII#LQ#DGGLWLRQ#WR#KROGV#WKDW#DUH#SODFHG#RQ#DFWLYH#DFFRXQWV1#
+RZHYHU/#EHIRUH#DFFRXQWV#DUH#ZULWWHQ#RII/#WKH#FROOHFWLRQ#SURFHVV#ZRXOG#
KDYH#GHWHUPLQHG#WKDW#WKH#DFFRXQW#LV#HLWKHU#EDQNUXSW#RU#KDV#EHHQ#FORVHG#
IRU#D#OHQJWK\#SHULRG#RI#WLPH1#7KH#OLNHOLKRRG#WKDW#WKHUH#ZRXOG#EH#DQ\#
FXUUHQW#DPRXQWV#GXH#WR#WKH#DFFRXQW#IURP#WKH#3URYLQFH#ZRXOG#EH/#LQ#P\#
RSLQLRQ/#VRPHZKDW#UHPRWH1

*HQHUDO#&RQFOXGLQJ#
&RPPHQWV#RQ#
&ROOHFWLRQV

6144: ,W#VKRXOG#EH#QRWHG#WKDW#WKH#'HSDUWPHQW#DSSHDUHG#WR#DJUHH#ZLWK#
PDQ\#RI#RXU#ILQGLQJV#LQ#WKLV#FKDSWHU#DQG#LV#DFWLQJ#WR#LPSURYH#LWV#
SHUIRUPDQFH#LQ#WKLV#DUHD1#7KH#'HSDUWPHQW#LQGLFDWHG#WKDW#&ROOHFWLRQV#ZDV#
WKH#ODVW#RQ#WKH#OLVW#RI#DUHDV#WR#EH#UHYLHZHG#XQGHU#WKH#5HYHQXH#
0DQDJHPHQW#6\VWHP#+506,#UH0HQJLQHHULQJ#HIIRUW1#:KHQ#506#ZDV#
WHUPLQDWHG#GXH#WR#WKH#LQWURGXFWLRQ#RI#WKH#+67#+VHH#RXU#4<<:#5HSRUW,/#
PDQ\#RI#WKH#&ROOHFWLRQV#LVVXHV#KDG#QRW#EHHQ#DGGUHVVHG1#7KLV#ZRXOG#EH#D#
PLWLJDWLQJ#IDFWRU#LQ#WKH#FRQGLWLRQ#RI#WKH#FROOHFWLRQ#V\VWHP#DQG#WKH#ODFN#RI#
SHUIRUPDQFH#PHDVXUHV1

6144; :KLOH#ZH#UHDOL]H#WKDW#WKH#VLJQLILFDQFH#RI#WKH#&RQVXPSWLRQ#7D[#
UHFHLYDEOH#ZLOO#EH#UHGXFHG#RYHU#WKH#QH[W#IHZ#\HDUV/#ZH#EHOLHYH#PDQ\#RI#
RXU#FRPPHQWV#DQG#UHFRPPHQGDWLRQV#RQ#FROOHFWLRQV/#DQG#WKH#FROOHFWLRQ#
HIIRUW/#DSSO\#WR#RWKHU#WD[HV#UHFHLYDEOH1
83 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



#&KDSWHU#7
'HSDUWPHQW#RI#+HDOWK#DQG#

&RPPXQLW\#6HUYLFHV###########
([WUD00XUDO#+RVSLWDO
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&KDSWHU#7 'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO
#'HSDUWPHQW#RI#+HDOWK#DQG#
&RPPXQLW\#6HUYLFHV###########
([WUD00XUDO#+RVSLWDO

%DFNJURXQG 714 ,Q#WKH#DXWXPQ#RI#4<<8/#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
&RPPXQLW\#6HUYLFHV#SXW#IRUZDUG#D#EXGJHW#SURSRVDO#WR#WKH#%RDUG#RI#
0DQDJHPHQW#WR#FORVH#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ·V#KHDG#
RIILFH#LQ#)UHGHULFWRQ1#7KH#VHUYLFHV#ZRXOG#FRQWLQXH/#EXW#WKH#
DGPLQLVWUDWLRQ#RI#WKH#VHUYLFHV#ZRXOG#FKDQJH1#7KH#VHSDUDWH#OHJDO#HQWLW\#
NQRZQ#DV#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ#ZRXOG#EH#DEROLVKHG1#
7KH#VDPH#VHUYLFHV#ZRXOG#EH#UHQDPHG#DV#WKH#([WUD00XUDO#3URJUDP#DQG#
WKH#UHVSRQVLELOLW\#IRU#WKH#GHOLYHU\#ZRXOG#JR#WR#WKH#JHQHUDO#PDQDJHPHQW#
RI#HDFK#RI#WKH#UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV1#7KUHH#QHZ#SRVLWLRQV#ZRXOG#
EH#FUHDWHG#ZLWKLQ#WKH#+RVSLWDO#6HUYLFHV#%UDQFK#WR#SURYLGH#RYHUDOO#
JXLGDQFH#DQG#WR#PRQLWRU#WKH#SURJUDP1#

715 7KH#([WUD00XUDO#3URJUDP#+(03,#0#NQRZQ#E\#PDQ\#DV#1HZ#
%UXQVZLFN·V#´KRVSLWDO#ZLWKRXW#ZDOOVµ#0#LV#D#KRPH0FDUH#SURJUDP1#,W#
SURYLGHV#VHUYLFHV#LQ#SHRSOH·V#KRPHV/#DV#ZHOO#DV#LQ#RWKHU#ORFDWLRQV#RXWVLGH#
WKH#IRUPDO#LQVWLWXWLRQDO#VHWWLQJ#RI#D#KRVSLWDO1

716 7KH#ILUVW#XQLW#RI#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ#+(0+&,#
ZDV#RSHQHG#LQ#:RRGVWRFN#LQ#4<;41#7ZHOYH#\HDUV#ODWHU#LQ#4<<6/#WKH#
SURJUDP#ZDV#SURYLQFH0ZLGH#DQG#RSHUDWLQJ#WKURXJK#VL[WHHQ#VHUYLFH#
GHOLYHU\#XQLWV1#,W#FRQWLQXHG#WR#H[SDQG#WKH#VHUYLFHV#LW#RIIHUHG=#WKH#R[\JHQ#
SURJUDP#LQ#4<<7#DQG#FKHPRWKHUDS\#LQ#4<<81#7KH#(0+&#ZDV#WKH#RQO\#
SURYLQFH0ZLGH#KRVSLWDO#VHUYLFH#LQ#&DQDGD1#(0+&#KDG#D#EXGJHW#RI#
DSSUR[LPDWHO\#'63#PLOOLRQ1#(0+&#KDG#7:3#VWDII#ZKR#PDGH#683/333#
KRPH#YLVLWV#WR#4:/733#FOLHQWV1#,W#ZDV#NQRZQ#ZRUOG0ZLGH#IRU#LWV#
H[FHOOHQFH#LQ#KRPH0FDUH1

717 ,Q#'HFHPEHU#4<<8/#%RDUG#RI#0DQDJHPHQW#+%20,#DSSURYHG#WKH#
EXGJHW#SURSRVDO#WR#PHUJH#WKH#(0+&#LQWR#WKH#UHJLRQDO#KRVSLWDO#
FRUSRUDWLRQV1#,Q#)HEUXDU\#4<<9/#WKH#0LQLVWHU#RI#+HDOWK#DQG#&RPPXQLW\#
6HUYLFHV#DQQRXQFHG#WKH#GHFLVLRQ#DQG#RQ#4#-XO\#4<<9/#(0+&#EHFDPH#WKH#
(03#DV#LW#PHUJHG#LQWR#WKH#KRVSLWDO#FRUSRUDWLRQV1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 86



'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO &KDSWHU#7
718 7KH#GHFLVLRQ0PDNLQJ#SURFHVV#ZDV#VHOHFWHG#IRU#DXGLW#EHFDXVH#LW#
GHDOV#ZLWK#WZR#FRQFHSWV#WKDW#RXU#2IILFH#IHHOV#DUH#LPSRUWDQW=#
DFFRXQWDELOLW\#DQG#FRPSOLDQFH1#

719 ´$FFRXQWDELOLW\#LV#WKH#REOLJDWLRQ#WR#UHQGHU#DQ#DFFRXQW#IRU#D#
UHVSRQVLELOLW\#FRQIHUUHGµ#+5HSRUW#RI#WKH#,QGHSHQGHQW#5HYLHZ#&RPPLWWHH#
RQ#WKH#2IILFH#RI#WKH#$XGLWRU#*HQHUDO#RI#&DQDGD,1 :H#DGGUHVVHG#
DFFRXQWDELOLW\#LVVXHV#E\#H[DPLQLQJ#ZKR#LV#UHVSRQVLEOH#IRU#PDNLQJ#D#
GHFLVLRQ/#KRZ#D#GHFLVLRQ#LV#PDGH/#ZKHWKHU#D#GHFLVLRQ#LV#HYDOXDWHG#DIWHU#LW#
KDV#EHHQ#LPSOHPHQWHG/#DQG#KRZ#D#VLJQLILFDQW#GHFLVLRQ#LV#UHSRUWHG1

71: :H#ORRNHG#IRU#FRPSOLDQFH#ZLWK#SURFHGXUHV#GRFXPHQWHG#LQ#WKH#
([HFXWLYH#&RXQFLO#2IILFH#SXEOLFDWLRQ#WLWOHG#´3URFHGXUHV#0DQXDO#IRU#
([HFXWLYH#&RXQFLO#'RFXPHQWVµ#GDWHG#2FWREHU#4<<71#,W#GHVFULEHV#KRZ#
WKH#GHFLVLRQ0PDNLQJ#SURFHVV#RI#JRYHUQPHQW#XVHV#D#V\VWHP#RI#&DELQHW#
&RPPLWWHHV1#,W#GHVFULEHV#WKH#&RPPLWWHHV#DQG#WKH#W\SHV#RI#GHFLVLRQV#
DVVLJQHG#WR#HDFK1 

71; 7KH#([WUD00XUDO#PHUJH#GHFLVLRQ#ZDV#VHOHFWHG#EHFDXVH#
([WUD00XUDO#LV#D#KLJK0SURILOH#SURJUDP#DQG#LW#LV#RI#PXFK#LQWHUHVW#WR#
FLWL]HQV#RI#1HZ#%UXQVZLFN1#7KHUH#KDV#EHHQ#FRQVLGHUDEOH#PHGLD#DWWHQWLRQ#
JLYHQ#WR#WKLV#SURJUDP#DQG#RQ#WZR#RFFDVLRQV#TXHVWLRQV#ZHUH#UDLVHG#LQ#WKH#
3XEOLF#$FFRXQWV#&RPPLWWHH1#([WUD00XUDO#LV#RIWHQ#PDGH#UHIHUHQFH#WR#RU#
GLVFXVVHG#E\#WKH#/HJLVODWLYH#$VVHPEO\1

6FRSH 71< 7KH#REMHFWLYH#IRU#WKLV#DXGLW#SURMHFW#ZDV#WR#H[DPLQH#WKH#
GHFLVLRQ0PDNLQJ#SURFHVV#DQG#GHWHUPLQH#LI#SURSHU#VWHSV#ZHUH#WDNHQ#LQ#
PDNLQJ#WKH#GHFLVLRQ#WR#PHUJH#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ#LQWR#
WKH#HLJKW#UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV1#2XU#ZRUN#ZDV#OLPLWHG#WR#WKLV#
RQH#GHFLVLRQ#LQ#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV1#:H#
DUH#QRW#FRPPHQWLQJ#RQ#WKH#GHFLVLRQ>#WKH#VFRSH#RI#WKLV#SURMHFW#GLG#QRW#
LQFOXGH#DQ#HYDOXDWLRQ#RI#WKH#GHFLVLRQ#PDGH1#7KH#REMHFWLYH#RI#WKH#DXGLW#
ZDV#OLPLWHG#WR#H[DPLQLQJ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV/#QRW#WKH#GHFLVLRQ#
LWVHOI1

7143 ,Q#FDUU\LQJ#RXW#RXU#DXGLW#ZRUN/#RXU#ILUVW#VWHSV#ZHUH#WR#JDLQ#
NQRZOHGJH#RQ#GHFLVLRQ0PDNLQJ#LQ#JHQHUDO/#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#
RI#WKH#JRYHUQPHQW#RI#1HZ#%UXQVZLFN/#DQG#WKH#WRSLF#RI#WKH#GHFLVLRQ#0#
([WUD00XUDO#KHDOWK#FDUH#LQ#1HZ#%UXQVZLFN1#:H#FDUULHG#RXW#LQWHUYLHZV#
ZLWK#VWDII#DW#WKH#+RVSLWDO#6HUYLFHV#%UDQFK#DQG#DW#WZR#([WUD00XUDO#XQLWV1#
7KH#([HFXWLYH#&RXQFLO#2IILFH#SXEOLFDWLRQ#´3URFHGXUHV#0DQXDO#IRU#
([HFXWLYH#&RXQFLO#'RFXPHQWVµ#GDWHG#2FWREHU#4<<7/#ZDV#D#NH\#
UHIHUHQFH#XVHG#WKURXJKRXW#RXU#ZRUN1#2WKHU#GRFXPHQWDWLRQ#ZH#UHYLHZHG#
LQFOXGHG#OLWHUDWXUH#RQ#GHFLVLRQ0PDNLQJ#DQG#LQIRUPDWLRQ#RQ#WKH#
([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ1#

7144 :H#DUH#QRW#FHUWDLQ#LI#ZH#H[DPLQHG#DOO#WKH#UHOHYDQW#LQIRUPDWLRQ#
RQ#WKH#PHUJH#GHFLVLRQ1#7KHUH#ZDV#QR#PDLQ#ILOH#FRQVROLGDWLQJ#DOO#WKH#
GRFXPHQWDWLRQ#VXSSRUWLQJ#WKH#GHFLVLRQ1#:H#ZHUH#WROG#WKDW#ERWK#WKH#
87 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#7 'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO
0LQLVWHU#DQG#WKH#'HSXW\#0LQLVWHU#ZHUH#NH\#SDUWLFLSDQWV#LQ#WKH#GHFLVLRQ>#
WKHUH#KDV#EHHQ#D#WXUQRYHU#LQ#ERWK#RI#WKHVH#SRVLWLRQV1#:H#REWDLQHG#
LQIRUPDWLRQ#IURP#VHYHUDO#LQGLYLGXDOV/#EXW#WKHUH#LV#QR#ZD\#IRU#XV#WR#EH#
VXUH#WKDW#ZH#VDZ#DOO#WKH#UHOHYDQW#GRFXPHQWDWLRQ1

5HVXOWV#LQ#%ULHI 7145 ,Q#WKH#DXWXPQ#RI#4<<8/#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
&RPPXQLW\#6HUYLFHV#SXW#IRUZDUG#D#EXGJHW#SURSRVDO#WR#WKH#%RDUG#RI#
0DQDJHPHQW#WR#FORVH#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ·V#KHDG#
RIILFH#LQ#)UHGHULFWRQ1#,Q#'HFHPEHU#4<<8/#WKH#%RDUG#RI#0DQDJHPHQW#
DSSURYHG#WKH#EXGJHW#SURSRVDO1#,Q#)HEUXDU\#4<<9/#WKH#0LQLVWHU#RI#
+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#DQQRXQFHG#WKH#GHFLVLRQ1#2Q#4#-XO\#
4<<9/#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ#EHFDPH#WKH#
([WUD00XUDO#3URJUDP#DV#LW#PHUJHG#LQWR#WKH#KRVSLWDO#FRUSRUDWLRQV1#

7146 :KLOH#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ#EHFDPH#PHUJHG#
LQWR#WKH#UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV/#LW#ZDV#QRW#FOHDU#WR#XV#ZKHWKHU#
WKH#REMHFWLYH#RI#WKH#GHFLVLRQ#ZDV#WR#VDYH#PRQH\#RU#LPSURYH#WKH#
FRQWLQXLW\#RI#FDUH1#7KH#HYLGHQFH#ZH#UHFHLYHG#ZDV#QRW#FRQVLVWHQW1

7147 7KHUH#ZHUH#QR#DOWHUQDWLYHV#FRQVLGHUHG#RU#SUHVHQWHG#LQ#WKH#
EXGJHW#VXEPLVVLRQ#UHODWLQJ#WR#WKH#SURSRVHG#PHUJHU1#7KH#GHFLVLRQ#WR#
EH#PDGH#ZDV#DFFHSW#RU#UHMHFW#WKH#SURSRVDO#WR#PHUJH1

7148 6RPH#TXDOLWDWLYH#DQG#TXDQWLWDWLYH#DQDO\VHV#ZHUH#GRQH1#:H#
IRXQG#WKH#TXDOLWDWLYH#DQDO\VLV#WR#EH#LQFRPSOHWH#DQG#WKH#TXDQWLWDWLYH#
DQDO\VLV#WR#EH#QRW#ZHOO#VXSSRUWHG1#

7149 7KH#GHFLVLRQ#ZDV#PDGH#E\#WKH#SURSHU#DXWKRULW\1#

714: 5HVSRQVLELOLW\#IRU#GHYHORSLQJ#VROXWLRQV#DQG#PDNLQJ#WKH#ILQDO#
GHFLVLRQ#ZDV#FOHDUO\#DVVLJQHG1#+RZHYHU/#WKH#PDQQHU#LQ#ZKLFK#
UHVSRQVLELOLW\#ZDV#DVVLJQHG#PD\#QRW#KDYH#OHG#WR#D#IXOO#UHYLHZ#RI#
RSWLRQV1

714; $#WLPH#IUDPH#ZDV#DSSOLHG#WR#WKH#GHFLVLRQ0PDNLQJ#SURFHVV1#,W#
DSSHDUV#UHDVRQDEOH1#

714< 3URFHGXUHV#ZKLFK#DUH#WR#EH#IROORZHG#LQ#REWDLQLQJ#%RDUG#RI#
0DQDJHPHQW#DSSURYDO#ZHUH#QRW#IROORZHG1#

7153 :H#ZHUH#SOHDVHG#WR#VHH#WKDW#WKH#PHUJH#GHFLVLRQ#ZDV#UHSRUWHG#
LQ#WKH#'HSDUWPHQW·V#DQQXDO#UHSRUW#LQ#ERWK#WKH#\HDU#WKH#GHFLVLRQ#ZDV#
PDGH#DQG#WKH#\HDU#LW#ZDV#LPSOHPHQWHG1

7154 7KH#GHFLVLRQ#KDV#QRW#EHHQ#HYDOXDWHG#WR#GHWHUPLQH#ZKHWKHU#WKH#
SURMHFWHG#VDYLQJV#RFFXUUHG#DQG#RWKHU#EHQHILWV#ZHUH#UHDOL]HG1

7155 (YHQ#WKRXJK#WKH#'HSDUWPHQW#VXVSHFWHG#WKDW#WKH\#PD\#KDYH#WR#
GHIHQG#WKH#PHUJH#GHFLVLRQ/#WKHUH#ZDV#QR#PDLQ#ILOH#FRQVROLGDWLQJ#DOO#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 88



'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO &KDSWHU#7
WKH#GRFXPHQWDWLRQ#VXSSRUWLQJ#WKH#GHFLVLRQ1#:H#DUH#QRW#FHUWDLQ#LI#ZH#
H[DPLQHG#DOO#WKH#UHOHYDQW#LQIRUPDWLRQ#RQ#WKH#GHFLVLRQ1

7KH#'HFLVLRQ0PDNLQJ#
3URFHVV

7156 )URP#WKH#OLWHUDWXUH#UHYLHZHG/#ZH#DWWHPSWHG#WR#GHYHORS#D#VXFFLQFW#
GHVFULSWLRQ#RI#´D#JRRG#GHFLVLRQ0PDNLQJ#SURFHVV1µ#,Q#RXU#RSLQLRQ/#D#JRRG#
SURFHVV#PXVW#EH#D#ORJLFDO#SURFHVV1#,W#VWDUWV#ZLWK#LGHQWLI\LQJ#WKH#SUREOHP#
RU#RSSRUWXQLW\#DQG#GHWHUPLQLQJ#WKH#REMHFWLYH#RI#WKH#GHFLVLRQ1#1H[W#
FRPHV#D#VHDUFK#IRU#DOWHUQDWLYHV1#8VLQJ#YDULRXV#PHWKRGV/#DOWHUQDWLYHV#DUH#
DQDO\]HG#DQG#HYDOXDWHG1#,Q#VHOHFWLQJ#D#VROXWLRQ#WR#WKH#SUREOHP#RU#
RSSRUWXQLW\/#MXGJHPHQW/#H[SHULHQFH#DQG#LQWXLWLRQ#LV#XVHG#LQ#DGGLWLRQ#WR#
DQDO\VLV1#7KHQ#WKH#ILQDO#GHFLVLRQ#LV#DXWKRUL]HG1

,GHQWLI\LQJ#WKH#3UREOHP#RU#
2SSRUWXQLW\#DQG#
'HWHUPLQLQJ#WKH#2EMHFWLYH#
RI#WKH#'HFLVLRQ

7157 :H#KDG#GLIILFXOW\#LGHQWLI\LQJ#WKH#SUREOHP#RU#RSSRUWXQLW\#DQG#
GHWHUPLQLQJ#WKH#REMHFWLYH#RI#WKH#GHFLVLRQ#WR#UHVWUXFWXUH#([WUD00XUDO#
FDUH1#)XUWKHUPRUH/#LW#ZDV#QRW#FOHDU#WR#XV#ZK\#WKH#([WUD00XUDO#+RVSLWDO#
&RUSRUDWLRQ#HYHQ#EHFDPH#WKH#VXEMHFW#RI#D#GHFLVLRQ1

7158 7KHUH#ZHUH#QR#VSHFLILF#SUREOHPV#ZLWK#(0+&#WKDW#LQLWLDWHG#WKH#
GHFLVLRQ1#$Q#RSHUDWLRQDO#UHYLHZ#RI#WKH#([WUD00XUDO#+RVSLWDO#
&RUSRUDWLRQ#ZDV#GRQH#LQ#WKH#VSULQJ#RI#4<<8#E\#DQ#H[WHUQDO#FRQVXOWLQJ#
ILUP1#7KH#UHSRUW#GDWHG#0D\#4<<8#FRQWDLQHG#VHYHUDO#SRVLWLYH#VWDWHPHQWV#
DERXW#WKH#(0+&1#7KH#UHSRUW#VDLG/#´$OO#RI#(0+·V#REMHFWLYHV#KDYH#EHHQ#
PHW#WR#VRPH#GHJUHH/#VRPH#PRUH#FRPSOHWHO\#WKDQ#RWKHUV1#111111#0DMRU#
RSHUDWLRQDO#SUREOHPV#ZHUH#QRW#IRXQG>#(0+#VHUYLFHV#DUH#RI#YHU\#KLJK#
TXDOLW\>#LWV#PDQDJHPHQW#LV#SDWLHQW#IRFXVHG#DQG#FRVW#FRQVFLRXV>#LWV#
RSHUDWLRQV#UXQ#VPRRWKO\#DQG#LWV#FRPPXQLFDWLRQV#DQG#UHODWLRQVKLSV/#ERWK#
LQWHUQDO#DQG#H[WHUQDO/#DUH#H[FHOOHQW1µ#

7159 ,Q#RXU#DWWHPSW#WR#ILQG#WKH#SUREOHP#RU#RSSRUWXQLW\#EHLQJ#
DGGUHVVHG#DQG2RU#WKH#REMHFWLYH#RI#WKH#GHFLVLRQ/#WKH#HYLGHQFH#ZH#UHFHLYHG#
ZDV#QRW#FRQVLVWHQW1#$V#PHQWLRQHG#HDUOLHU/#WKHUH#ZDV#QR#FHQWUDO#ILOH#RQ#WKH#
GHFLVLRQ#VR#LW#ZDV#QHFHVVDU\#IRU#XV#WR#JDWKHU#HYLGHQFH#IURP#YDULRXV#
VRXUFHV1#

715: 7KH#PHUJH#SURSRVDO#ZDV#SXW#IRUZDUG#E\#WKH#'HSDUWPHQW#DV#D#
UHVWUXFWXULQJ#LQLWLDWLYH1#,W#ZDV#SUHVHQWHG#DV#D#VSHFLILF#EXGJHW#SURSRVDO/#
RQH#RI#PDQ\#GLUHFWHG#WRZDUGV#WKH#JRDO#RI#DFKLHYLQJ#EHWWHU#XVH#RI#
UHVRXUFHV1#

715; $#OHWWHU#GDWHG#53#1RYHPEHU#4<<9#WR#WKH#$XGLWRU#*HQHUDO#IURP#
WKH#'HSXW\#0LQLVWHU#RI#WKH#'HSDUWPHQW#VWDWHV#WKH#IROORZLQJ=

6LQFH#D#VWDWHG#REMHFWLYH#RI#WKH#4<<5#&RPSUHKHQVLYH#+HDOWK#DQG#
&RPPXQLW\#6HUYLFHV#3ODQ#ZDV#WR#UHGLUHFW#UHVRXUFHV#IURP#
QRQ0SDWLHQW#WR#SDWLHQW#VHUYLFHV#WKURXJKRXW#WKH#V\VWHP/#WKH#
'HSDUWPHQW#H[DPLQHG#HYHU\#RSSRUWXQLW\#WR#UHGXFH#RYHUODS#
DQG#GXSOLFDWLRQ/#DV#ZHOO#DV#RYHUKHDG#FRVWV1#2XU#RZQ#LQWHUQDO#
DQDO\VLV#LQGLFDWHG#WKDW#DV#PXFK#DV#43(#RI#WKH#WRWDO#FRVW#RI#WKH#
(0+#SURJUDP/#RU#DERXW#'60#DQQXDOO\/#FRXOG#EH#VDYHG#E\#
LQWHJUDWLRQ#ZLWK#WKH#5HJLRQ#+RVSLWDO#&RUSRUDWLRQV1#7KLV#
89 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#7 'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO
VDYLQJ#ZRXOG#EH#DFKLHYHG#HVVHQWLDOO\#WKURXJK#UHGXFWLRQ#RI#
RYHUKHDG#0#HOLPLQDWLRQ#RI#(0+#KHDG#RIILFH/#SKDVLQJ#RXW#OHDVHV#
DQG#PRYLQJ#UHJLRQDO#RSHUDWLRQV#RI#(0+#ZLWKLQ#H[LVWLQJ#
KRVSLWDO#VSDFH#ZKHQHYHU#SRVVLEOH1#7KLV#'60#ZRXOG#EH#VDYHG#
ZLWKRXW#DIIHFWLQJ#(0+#VHUYLFHV#WR#SDWLHQWV1

,Q#VXPPDU\/#WKHUHIRUH/#WKH#GHFLVLRQ#WR#SUHVHQW#WKLV#RSWLRQ#WR#
WKH#JRYHUQPHQW#IRU#FRQVLGHUDWLRQ#ZDV#QRW#WKH#UHVXOW#RI#DQ\#
GHWDLOHG#VWXG\#RU#VRSKLVWLFDWHG#DQDO\VLV1#,W#ZDV#SDUW#RI#DQ#
RQJRLQJ#HIIRUW#WR#VWUHDPOLQH#DGPLQLVWUDWLRQ#DQG#EHFRPH#PRUH#
HIILFLHQW#LQ#WKH#RSHUDWLRQ#DQG#GHOLYHU\#RI#KHDOWK#FDUH1

715< :H#GLVFXVVHG#WKH#PHUJH#GHFLVLRQ#ZLWK#D#VHQLRU#GHSDUWPHQWDO#
VWDII#PHPEHU#ZKR#LQGLFDWHG#WKH#GHFLVLRQ#DGGUHVVHG#DQ#RSSRUWXQLW\/#
UDWKHU#WKDQ#UHVROYLQJ#D#SUREOHP1#:H#ZHUH#WROG#WKDW#WKH#REMHFWLYH#RI#WKH#
GHFLVLRQ#ZDV#WR#SXW#LQ#SODFH#DQ#LQWHJUDWHG#DFXWH#FDUH#SURJUDP#DQG#WR#
UHPRYH#RUJDQL]DWLRQDO#EDUULHUV#EHWZHHQ#WKH#WZR#HQWLWLHV#LQYROYHG#²#WKH#
(0+&#DQG#WKH#KRVSLWDO#FRUSRUDWLRQV1#

7163 :H#UHYLHZHG#WKH#-RXUQDO#RI#'HEDWHV#++DQVDUG,#IRU#WKH#WLPH#ZKHQ#
WKH#/HJLVODWLYH#$VVHPEO\#GLVFXVVHG#WKH#SURSRVHG#OHJLVODWLYH#DPHQGPHQWV#
UHTXLUHG#IRU#WKH#PHUJHU1#:KHQ#DVNHG#WKH#TXHVWLRQ/#´([FHSW#IRU#WKH#
HFRQRPLF#VLGH#RI#LW/#LV#WKHUH#DQ\#DGGLWLRQDO#UHDVRQ#WKH#GHSDUWPHQW#LV#
SURSRVLQJ#WKHVH#ELOOV"µ#WKH#0LQLVWHU#UHVSRQGHG/#´7KH#WKLQJ#WKDW#ZDV#
PRUH#LPSRUWDQW#WKDQ#WKH#PRQH\#ZDV#WKDW#ZH#WKLQN#WKDW#E\#GRLQJ#WKLV/#ZH#
FDQ#LPSURYH#WKH#FRQWLQXLW\#RI#FDUH#LQ#1HZ#%UXQVZLFN1#11111#7KDW#LV#RXU#
SULPDU\#UHDVRQ#IRU#GRLQJ#WKLV1µ

7164 7KH#ZULWWHQ#HYLGHQFH#DQG#WKH#RUDO#HYLGHQFH#DUH#QRW#FRQVLVWHQW1#
7KH#ZULWWHQ#HYLGHQFH#ZH#UHFHLYHG/#LQFOXGLQJ#WKH#OHWWHU#WR#WKH#$XGLWRU#
*HQHUDO/#LQGLFDWHV#WKH#PHUJHU#ZDV#EHLQJ#GRQH#IRU#ILQDQFLDO#UHDVRQV1#
7KH#RUDO#HYLGHQFH/#RXU#LQWHUYLHZ#ZLWK#WKH#VHQLRU#VWDII#PHPEHU/#DQG#WKH#
0LQLVWHU·V#UHVSRQVH#LQ#WKH#/HJLVODWLYH#$VVHPEO\/#LQGLFDWHV#WKDW#WKH#
PHUJHU#ZDV#EHLQJ#GRQH#WR#LPSURYH#WKH#FRQWLQXLW\#RI#FDUH1#

&RQFOXVLRQ# 7165 ,W#LV#QRW#FOHDU#ZKHWKHU#WKH#REMHFWLYH#RI#WKH#GHFLVLRQ#ZDV#WR#VDYH#
PRQH\#RU#LPSURYH#WKH#FRQWLQXLW\#RI#FDUH1#,W#LV#YLWDO#WR#WKH#
GHFLVLRQ0PDNLQJ#SURFHVV#WKDW#WKH#REMHFWLYH#RI#WKH#GHFLVLRQ#EH#FOHDUO\#
XQGHUVWRRG#E\#DOO#LQGLYLGXDOV#LQYROYHG#LQ#PDNLQJ#WKH#GHFLVLRQ1#7KH#
DOWHUQDWLYHV#IRU#VDYLQJ#PRQH\#ZLWKLQ#WKH#'HSDUWPHQW#ZRXOG#SUREDEO\#EH#
GLIIHUHQW#WKDQ#WKH#DOWHUQDWLYHV#IRU#LPSURYLQJ#WKH#FRQWLQXLW\#RI#
KHDOWK0FDUH1

5HFRPPHQGDWLRQ 7166 :KHQ#D#VLJQLILFDQW#GHFLVLRQ#LV#WR#EH#PDGH/#WKH#SUREOHP#EHLQJ#
UHVROYHG#RU#WKH#RSSRUWXQLW\#EHLQJ#DGGUHVVHG#VKRXOG#EH#FOHDUO\#
XQGHUVWRRG#E\#DOO#LQGLYLGXDOV#LQYROYHG#LQ#PDNLQJ#WKH#GHFLVLRQ1

'HSDUWPHQWDO#UHVSRQVH 7167 %HQHILWV#WR#EH#DFKLHYHG#IURP#WKH#LQWHJUDWLRQ#RI#WKH#(03#LQWR#WKH#
UHJLRQ#KRVSLWDO#FRUSRUDWLRQV#LQFOXGHG#ILQDQFLDO#EHQHILWV/#DV#ZHOO#DV#D#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 8:



'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO &KDSWHU#7
VPRRWKHU#IORZ#EHWZHHQ#KRVSLWDO#DQG#KRPH#KHDOWK#FDUH>#WKLV#ZDV#FOHDUO\#
XQGHUVWRRG#E\#DOO1#:H#GR#QRW#VHH#DQ\#XVHIXO#SXUSRVH#LQ#D#GHEDWH#DV#WR#
ZKLFK#FDPH#ILUVW1

6HDUFKLQJ#IRU#$OWHUQDWLYHV# 7168 $IWHU#D#SUREOHP#RU#RSSRUWXQLW\#KDV#EHHQ#LGHQWLILHG/#WKH#QH[W#VWHS#
LQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#LV#WR#VHDUFK#IRU#DOWHUQDWLYHV1

7169 :H#VDZ#QR#HYLGHQFH#WKDW#DOWHUQDWLYHV#ZHUH#FRQVLGHUHG1#7KHUH#
ZHUH#QR#DOWHUQDWLYHV#SUHVHQWHG#LQ#WKH#EXGJHW#VXEPLVVLRQ#UHODWLQJ#WR#WKH#
SURSRVHG#PHUJHU1#7KH#GHFLVLRQ#WR#EH#PDGH#ZDV#WR#DFFHSW#RU#UHMHFW#WKH#
SURSRVDO1

&RQFOXVLRQ# 716: ,W#LV#OLNHO\#WKDW#WKH#XQFHUWDLQW\#RI#WKH#GHFLVLRQ·V#REMHFWLYH#FDXVHG#
WKH#RPLVVLRQ#RI#WKH#H[SORUDWLRQ#RI#DOWHUQDWLYHV1#,GHQWLI\LQJ#DOWHUQDWLYHV#LV#
D#YLWDO#VWHS#LQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV1#$V#VWDWHG#HDUOLHU/#WKH#
DOWHUQDWLYHV#IRU#VDYLQJ#PRQH\#ZLWKLQ#WKH#'HSDUWPHQW#ZRXOG#SUREDEO\#EH#
GLIIHUHQW#WKDQ#WKH#DOWHUQDWLYHV#IRU#LPSURYLQJ#WKH#FRQWLQXLW\#RI#KHDOWK0
FDUH1#:H#VDZ#QR#DOWHUQDWLYHV#IRU#HLWKHU#REMHFWLYH1

5HFRPPHQGDWLRQV 716; 2QFH#WKH#SUREOHP#EHLQJ#UHVROYHG#RU#WKH#RSSRUWXQLW\#EHLQJ#
DGGUHVVHG#LV#FOHDUO\#XQGHUVWRRG#E\#DOO#LQGLYLGXDOV#LQYROYHG#LQ#PDNLQJ#
WKH#GHFLVLRQ/#WLPH#VKRXOG#EH#VSHQW#LGHQWLI\LQJ#DOWHUQDWLYHV1

716< :KHQ#PDNLQJ#D#VLJQLILFDQW#GHFLVLRQ/#VHYHUDO#DOWHUQDWLYHV#
VKRXOG#EH#H[SORUHG#EHIRUH#RQH#LV#VHOHFWHG#DV#WKH#VROXWLRQ1#

'HSDUWPHQWDO#UHVSRQVH# 7173 7KH#DOWHUQDWLYHV#XQGHU#FRQVLGHUDWLRQ#ZHUH#FOHDUO\#XQGHUVWRRG=#
WKH#LQWHJUDWLRQ#RI#WKH#(0+#LQWR#WKH#UHJLRQ#KRVSLWDO#VWUXFWXUH/#RU#WKH#
VWDWXV#TXR/#L1H1#WKH#FRQWLQXDWLRQ#RI#WKH#SURYLQFLDO#([WUD00XUDO#+RVSLWDO#
DV#D#VHSDUDWH#RUJDQL]DWLRQ1#

$QDO\]LQJ#DQG#(YDOXDWLQJ#
WKH#$OWHUQDWLYHV

7174 7KH#WKLUG#VWHS#LQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#LV#WR#VHOHFW#D#
VROXWLRQ#WR#WKH#SUREOHP#RU#RSSRUWXQLW\1#7KLV#LV#GRQH#E\#DQDO\VLQJ#DQG#
HYDOXDWLQJ#DOWHUQDWLYHV/#XVLQJ#MXGJHPHQW/#H[SHULHQFH#DQG#LQWXLWLRQ#DQG#
E\#QHJRWLDWLQJ#DPRQJ#GHFLVLRQ0PDNHUV1#6LQFH#RQO\#RQH#SURSRVDO#ZDV#
FRQVLGHUHG/#WKDW#EHLQJ#WR#PHUJH/#LW#ZDV#QRW#SRVVLEOH#IRU#XV#WR#SHUIRUP#
DQ\#ZRUN#RQ#WKLV#VWHS#RI#WKH#GHFLVLRQ0PDNLQJ#SURFHVV1

7175 :H#IRXQG#WKH#TXDOLWDWLYH#DQDO\VLV#+GLVFXVVLRQ#RI#EHQHILWV#DQG#
GLVDGYDQWDJHV,#WR#EH#LQFRPSOHWH#IRU#WKH#IROORZLQJ#UHDVRQV=#

• 7KHUH#ZDV#QR#UHIHUHQFH#WR#WKH#H[WHUQDO#HYDOXDWLRQ#RI#(0+&1#7KLV#
RSHUDWLRQDO#UHYLHZ#KDG#EHHQ#GRQH#DW#WKH#UHTXHVW#RI#WKH#'HSDUWPHQW#
DQG#LW#ZDV#RQO\#D#IHZ#PRQWKV#ROG1#$OWKRXJK#WKH#VFRSH#RI#WKH#
HYDOXDWLRQ#ZDV#WKH#HIIHFWLYHQHVV#RI#WKH#SURJUDP/#WKH#UHSRUW#GLG#KDYH#
FRPPHQWV#RQ#LWV#GHOLYHU\#+VWUXFWXUH#DQG#PDQDJHPHQW,1#:H#H[SHFWHG#
WKDW#WKLV#ZRXOG#EH#D#YDOXDEOH#UHVRXUFH#LQ#WKH#DQDO\VLV1

• 7KHUH#LV#QR#HYLGHQFH#WKDW#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ·V#
KHDG#RIILFH#IXQFWLRQV#ZHUH#H[DPLQHG#WR#GHWHUPLQH#ZKHUH#WKHUH#ZDV#
8; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#7 'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO
GXSOLFDWLRQ#ZLWK#WKH#KRVSLWDO#FRUSRUDWLRQV#DQG#ZKLFK#UROHV#ZRXOG#
QHHG#WR#EH#PDLQWDLQHG#E\#WKH#+RVSLWDO#6HUYLFHV#%UDQFK1#:KHWKHU#LW#
ZRXOG#EH#SRVVLEOH#WR#DVVLJQ#VSHFLILF#UHVSRQVLELOLWLHV#WR#WKH#H[LVWLQJ#
KRVSLWDO#FRUSRUDWLRQV#DQG#WKH#SURSRVHG#+RVSLWDO#6HUYLFHV#
([WUD00XUDO#3URJUDP#VWDII#LV#DQ#LPSRUWDQW#VWHS#LQ#PDLQWDLQLQJ#
VHUYLFH#TXDOLW\1#7KH#SRWHQWLDO#GLVDGYDQWDJH#RI#WKH#ORVV#RI#FHQWUDO#
TXDOLW\#FRQWURO#DQG#GLUHFWLRQ#RYHU#WKH#(0+#VHUYLFHV#ZDV#LGHQWLILHG#
E\#WKH#'HSDUWPHQW1#:LWK#WKLV#VHULRXV#SRWHQWLDO#GLVDGYDQWDJH#EHLQJ#
NQRZQ/#LW#LV#XQXVXDO#WKDW#LW#ZDV#QRW#IXOO\#DGGUHVVHG#LQ#WKH#DQDO\VLV1#
:H#H[SHFWHG#WKDW#WKH#VWDII#UHTXLUHPHQWV#IRU#WKH#QHZO\#FUHDWHG#
+RVSLWDO#6HUYLFHV#([WUD00XUDO#3URJUDP#FRPSRQHQW/#DORQJ#ZLWK#WKHLU#
VSHFLILF#UHVSRQVLELOLWLHV/#ZRXOG#EH#FRQVLGHUHG#LQ#WKH#GHFLVLRQ#SURFHVV#
LQ#RUGHU#WR#PLQLPL]H#WKH#ULVN#RI#ORVV#LQ#VHUYLFH#TXDOLW\1

• 7KH#DQDO\VLV#ZDV#GRQH#DW#D#YHU\#KLJK#OHYHO#ZLWK#OLWWOH#RU#QR#
FRQVLGHUDWLRQ#WR#WKH#LQWULFDFLHV#RI#VHUYLFH#GHOLYHU\1#7KHVH#LQFOXGH#
VRPH#RI#WKH#SURJUDP·V#NH\#VXFFHVV#IDFWRUV#+VWDII#PRUDOH/#LQIRUPDWLRQ#
V\VWHPV/#SXUFKDVLQJ#RI#VXSSOLHV/#YHKLFOH#PDQDJHPHQW,#DQG#WKH#
SURMHFWV#LQ#SURJUHVV#IRU#LPSURYLQJ#WKH#SURJUDP#+D#QHZ#
GRFXPHQWDWLRQ#V\VWHP#LQ#6XVVH[#XVLQJ#KDQGKHOG#FRPSXWHUV#NQRZQ#DV#
3DWLHQW#&DUH#7HFKQRORJ\#DQG#D#SLORW0SURMHFW#LQ#0LUDPLFKL#IRU#
DVVHVVLQJ#DQG#FKDUWLQJ,1
#

7176 4XDQWLWDWLYH#DQDO\VLV#RQ#WKH#SURSRVDO#WR#PHUJH#ZDV#GRQH#DQG#
ERWK#SHUVRQQHO#DQG#ILQDQFLDO#LVVXHV#ZHUH#FRQVLGHUHG1#,W#LQGLFDWHG#WKH#
UHGXFWLRQ#RI#63#SRVLWLRQV#+)7(V,#DQG#DQWLFLSDWHG#QHW#DQQXDOL]HG#VDYLQJV#
WR#EH#'4#PLOOLRQ#LQ#4<<90<:/#'519#PLOOLRQ#LQ#4<<:0<;#DQG#'6#PLOOLRQ#LQ#
4<<;0<<1#

7177 :H#IRXQG#WKDW#WKH#TXDQWLWDWLYH#DQDO\VLV#ZDV#QRW#ZHOO#VXSSRUWHG1#
3KDVLQJ#RXW#OHDVHV#DQG#PRYLQJ#UHJLRQDO#RSHUDWLRQV#RI#(0+&#ZLWKLQ#
H[LVWLQJ#KRVSLWDO#VSDFH#ZDV#UHSRUWHG#DV#´D#VLJQLILFDQW#SRUWLRQ#RI#WKH#
DQWLFLSDWHG#VDYLQJV#+DERXW#6;(,1µ#7KH#ILQDQFLDO#DQDO\VLV#DVVXPHG#WKDW#
WKH#OHDVHV#KDG#FDQFHOODWLRQ#FODXVHV#DQG#VRPH#SHQDOWLHV#ZHUH#LQFOXGHG#LQ#
WKH#DQDO\VLV1#+RZHYHU/#DV#LW#WXUQV#RXW/#WKHUH#DUH#VRPH#WHQ0\HDU#OHDVHV#
ZLWK#QR#FDQFHOODWLRQ#FODXVHV1

7178 7KH#'HSDUWPHQW#DJUHHV#WKDW#D#VRSKLVWLFDWHG#DQDO\VLV#ZDV#QRW#
GRQH1#

&RQFOXVLRQV# 7179 2QO\#RQH#RSWLRQ#ZDV#DQDO\]HG#DQG#SUHVHQWHG#WR#%20#IRU#
FRQVLGHUDWLRQ1

717: 6RPH#TXDOLWDWLYH#DQG#TXDQWLWDWLYH#DQDO\VHV#ZHUH#GRQH1#:H#IRXQG#
WKH#TXDOLWDWLYH#DQDO\VLV#WR#EH#LQFRPSOHWH#DQG#WKH#TXDQWLWDWLYH#DQDO\VLV#WR#
EH#QRW#ZHOO#VXSSRUWHG1

5HFRPPHQGDWLRQV 717; $OO#VLJQLILFDQW#GHFLVLRQV#VKRXOG#EH#DGHTXDWHO\#VXSSRUWHG#E\#
TXDOLWDWLYH#DQG#TXDQWLWDWLYH#DQDO\VLV1#7KH#TXDOLWDWLYH#DQDO\VLV#VKRXOG#
UHFRJQL]H#WKH#SRWHQWLDO#SUREOHPV#RI#WKH#VXJJHVWHG#VROXWLRQ#DQG#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 8<



'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO &KDSWHU#7
LQGLFDWH#KRZ#WKH\#ZLOO#EH#PDQDJHG1#7KH#TXDQWLWDWLYH#DQDO\VLV#VKRXOG#
EH#GRQH#XVLQJ#UHOLDEOH#ILJXUHV#DQG#ZKHUH#HVWLPDWHV#DQG#DVVXPSWLRQV#
DUH#XVHG/#WKH\#VKRXOG#EH#FOHDUO\#LGHQWLILHG1

717< 7KH#DGYDQWDJHV#RI#WKH#VHOHFWHG#VROXWLRQ#RYHU#DOO#RWKHU#
DOWHUQDWLYHV#VKRXOG#EH#H[SODLQHG1

'HSDUWPHQWDO#UHVSRQVH# 7183 :H#DJUHH111111111111111#WKDW#WKH#DQDO\VLV#RI#DOO#WKH#SRWHQWLDO#
UDPLILFDWLRQV#ZDV#QRW#DV#FRPSOHWH#DV#D#UHWURVSHFWLYH/#LQ0GHSWK#UHYLHZ#
SHUPLWV>#WKH#TXDQWLWDWLYH#DQDO\VLV#ZDV#GRQH#XVLQJ#WKH#LQIRUPDWLRQ#
DYDLODEOH#DW#WKH#WLPH/#LQ#WKH#VWULFW#FRQILQHV#RI#WKH#FRQILGHQWLDO#QDWXUH#RI#
WKH#PHDVXUH1

$XWKRUL]DWLRQ#RI#WKH#
'HFLVLRQ

7184 7KH#3ROLF\#DQG#3ULRULWLHV#&RPPLWWHH#DSSURYHG#LQ#SULQFLSOH#D#
SROLF\#IUDPHZRUN#IRU#WKH#'HSDUWPHQW#ZKLFK#LQFOXGHG#UHIHUHQFH#WR#WKH#
PHUJHU1#%20#DSSURYHG#WKH#GHFLVLRQ#ZKHQ#WKH#EXGJHW#ZDV#DSSURYHG#RQ#
9 'HFHPEHU#4<<81#7KH#0LQLVWHU#DQQRXQFHG#WKH#GHFLVLRQ#RQ#45#)HEUXDU\#
4<<91#7KH#3ROLF\#DQG#3ULRULWLHV#&RPPLWWHH#DQG#WKH#([HFXWLYH#&RXQFLO#
DXWKRUL]HG#WKH#QHFHVVDU\#OHJLVODWLYH#FKDQJHV#LQ#)HEUXDU\#DQG#0DUFK1#
7KH#2UGHUV#LQ#&RXQFLO#DXWKRUL]LQJ#WKH#OHJLVODWLRQ#FKDQJHV#DUH#GDWHG#
46 -XQH#4<<9#DQG#HIIHFWLYH#4#-XO\#4<<91

&RQFOXVLRQ# 7185 7KH#GHFLVLRQ#ZDV#SURSHUO\#DXWKRUL]HG1

5HVSRQVLELOLW\#IRU#
'HYHORSLQJ#6ROXWLRQV#DQG#
0DNLQJ#WKH#)LQDO#'HFLVLRQ

7186 5HVSRQVLELOLWLHV#VKRXOG#DOZD\V#EH#FOHDUO\#DVVLJQHG1#,Q#WKH#
GHFLVLRQ0PDNLQJ#SURFHVV#RI#JRYHUQPHQW/#WKH#UHVSRQVLELOLW\#IRU#
GHYHORSLQJ#VROXWLRQV#UHVWV#ZLWK#PDQDJHPHQW#LQ#WKH#GHSDUWPHQWV1

7187 ,Q#WKH#PHUJH#GHFLVLRQ/#IRXU#VHQLRU#LQGLYLGXDOV#LQ#WKH#'HSDUWPHQW#
ZHUH#UHVSRQVLEOH#IRU#GHYHORSLQJ#WKH#SURSRVDO1#'XH#WR#WKH#VHQVLWLYLW\#RI#
WKH#GHFLVLRQ#+FORVXUH#RI#WKH#(0+&·V#KHDG#RIILFH,/#WKH#GHFLVLRQ0PDNLQJ#
SURFHVV#ZDV#FRQVLGHUHG#FRQILGHQWLDO#DQG#WKH#JURXS#ZDV#NHSW#VPDOO#DQG#
OLPLWHG#WR#'HSDUWPHQW#VWDII1#$#FRQVFLRXV#GHFLVLRQ#ZDV#PDGH#QRW#WR#
LQFOXGH#(0+&#VWDII#RQ#WKH#GHFLVLRQ0PDNLQJ#WHDP1

&RQFOXVLRQ# 7188 5HVSRQVLELOLW\#IRU#GHYHORSLQJ#VROXWLRQV#ZDV#DSSURSULDWHO\#
DVVLJQHG#WR#GHSDUWPHQWDO#VWDII1#+RZHYHU/#WKH#PDQQHU#LQ#ZKLFK#
UHVSRQVLELOLW\#ZDV#DVVLJQHG#PD\#QRW#KDYH#OHG#WR#D#IXOO#UHYLHZ#RI#RSWLRQV1#
7KH#ZHDNQHVVHV#LQ#WKH#DQDO\VHV#DUH#OLNHO\#WKH#UHVXOW#RI#WKH#FRPSRVLWLRQ#
RI#WKH#GHFLVLRQ0PDNLQJ#JURXS>#QR#RQH#KDG#GHWDLOHG#NQRZOHGJH#RI#WKH#
VXEMHFW#RI#WKH#GHFLVLRQ/#WKH#(0+&1

7KH#7LPH#)UDPH#RI#WKH#
3URFHVV

7189 7KH#GHFLVLRQ0PDNLQJ#SURFHVV#IROORZHG#WKH#'HSDUWPHQW·V#EXGJHW#
SUHSDUDWLRQ#DQG#VXEPLVVLRQ#SURFHVV1#:H#ZHUH#WROG#WKDW#WKH#PHUJH#
SURSRVDO#ZDV#GLVFXVVHG#DW#PHHWLQJV#GXULQJ#WKH#VXPPHU#RI#4<<81#7KH#ILUVW#
IRUPDO#GRFXPHQWDWLRQ#UHODWLQJ#WR#WKH#GHFLVLRQ#LV#GDWHG#5: 2FWREHU#4<<8/#
WLWOHG#0HUJH#1%#(0+#LQWR#WKH#UHJLRQ#KRVSLWDO#FRUSRUDWLRQV1#7KLV#
GRFXPHQWDWLRQ#DFFRPSDQLHG#WKH#EXGJHW#VXEPLVVLRQ#LQ#1RYHPEHU1
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&KDSWHU#7 'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO
718: 7KH#%RDUG#RI#0DQDJHPHQW#DSSURYDO#RI#WKH#4<<90<:#EXGJHW#
LQFOXGLQJ#WKH#PHUJH#SURSRVDO#RFFXUUHG#RQ#9#'HFHPEHU#4<<81#7KH#
0LQLVWHU#DQQRXQFHG#WKH#GHFLVLRQ#RQ#45#)HEUXDU\#4<<91#7KH#PHUJHU#
RFFXUUHG#RQ#4#-XO\#4<<91

&RQFOXVLRQ 718; $#WLPH#IUDPH#ZDV#DSSOLHG#WR#WKH#GHFLVLRQ0PDNLQJ#SURFHVV1#,W#
DSSHDUV#UHDVRQDEOH1

3URFHGXUHV#IRU#([HFXWLYH#
&RXQFLO#'RFXPHQWV

718< 7KH#GHFLVLRQ#WR#PHUJH#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ#
LQWR#WKH#HLJKW#UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV#GLG#UHTXLUH#DSSURYDO#E\#WKH#
([HFXWLYH#&RXQFLO1#7KLV#EHLQJ#WKH#FDVH/#ZH#GHWHUPLQHG#WKDW#WKH#
DSSURSULDWH#UHIHUHQFH#IRU#GHWHUPLQLQJ#FRPSOLDQFH#ZLWK#JRYHUQPHQW#
SURFHGXUHV#ZDV#WKH#´3URFHGXUHV#0DQXDO#IRU#([HFXWLYH#&RXQFLO#
'RFXPHQWV1µ#7KLV#PDQXDO#ZDV#SXEOLVKHG#E\#WKH#([HFXWLYH#&RXQFLO#
2IILFH#LQ#2FWREHU#4<<71#7KH#,QWURGXFWLRQ#WR#WKH#0DQXDO#VWDWHV=

7KH#SXUSRVH#RI#WKLV#PDQXDO#LV#WR#RXWOLQH#IRU#GHSDUWPHQWV#DQG#
DJHQFLHV#RI#WKH#*RYHUQPHQW#RI#1HZ#%UXQVZLFN#WKH#SURFHGXUHV#
WKDW#DUH#WR#EH#IROORZHG#LQ#REWDLQLQJ#([HFXWLYH#&RXQFLO#
DSSURYDO#RI#SROLFLHV#DQG#OHJLVODWLRQ1#11111#7KH#SURFHGXUHV#
RXWOLQHG#ZLOO#HQVXUH#WKDW#GHFLVLRQV#RI#WKH#([HFXWLYH#&RXQFLO/#
WKH#3ROLF\#DQG#3ULRULWLHV#&RPPLWWHH#DQG#WKH#%RDUG#RI#
0DQDJHPHQW#DUH#EDVHG#RQ#D#FRPSOHWH#NQRZOHGJH#RI#WKH#
FLUFXPVWDQFHV#WKDW#QHFHVVLWDWH#D#GHFLVLRQ#DQG#RI#WKH#HIIHFW#RI#
WKH#UHFRPPHQGHG#DFWLRQ1

7193 7KH#SURFHGXUHV#WR#EH#IROORZHG#DUH#TXLWH#VSHFLILF1#)RU#LQVWDQFH/#
DOO#LQIRUPDWLRQ#LV#WR#EH#SUHVHQWHG#XQGHU#VHFWLRQV#DQG#QR#RWKHU#VHFWLRQV#
DUH#WR#EH#DGGHG1#7KH#WHQ#VHFWLRQV#WR#EH#XVHG#DUH#DV#IROORZV=

• VXEMHFW>

• UHFRPPHQGHG#DFWLRQ>

• EDFNJURXQG>

• OHJDO#DXWKRULW\#IRU#UHFRPPHQGHG#DFWLRQ>

• LQWHUGHSDUWPHQWDO#FRQVXOWDWLRQ>

• H[WHUQDO#FRQVXOWDWLRQ>

• ILQDQFLDO#FRQVLGHUDWLRQV>

• FRPPXQLFDWLRQV#SODQ>

• FRQWDFW#SHUVRQ>#DQG

• DWWDFKPHQWV1

7194 (DFK#VHFWLRQ#KDV#LWV#SXUSRVH#DQG#WKLV#LV#H[SODLQHG#LQ#GHWDLO#LQ#WKH#
3URFHGXUHV#0DQXDO1#:H#ZHUH#SDUWLFXODUO\#LQWHUHVWHG#LQ#WKH#VHFWLRQV#WKDW#
KDYH#D#GLUHFW#EHDULQJ#RQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#DQG#WKHVH#DUH=#
%DFNJURXQG/#,QWHUGHSDUWPHQWDO#&RQVXOWDWLRQ/#([WHUQDO#&RQVXOWDWLRQ#DQG#
)LQDQFLDO#&RQVLGHUDWLRQV1
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'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO &KDSWHU#7
7195 7KH#%DFNJURXQG#VHFWLRQ#UHTXLUHV#´D#FRQFLVH#EXW#FRPSOHWH#
VWDWHPHQW#RI#WKH#IDFWV#XSRQ#ZKLFK#WKH#5HFRPPHQGHG#$FWLRQ#LV#EDVHGµ1#
7KH#PDQXDO#UHTXLUHV#DOO#VWDNHKROGHUV#WR#EH#LGHQWLILHG#DQG#DQ#H[SODQDWLRQ#
LQ#QRQ0WHFKQLFDO#WHUPV#DV#WR#ZKDW#WKH#FXUUHQW#VLWXDWLRQ#LV#DQG#ZKDW#
SUREOHPV#DUH#EHLQJ#DGGUHVVHG1#,W#VKRXOG#QRUPDOO\#RIIHU#DOWHUQDWLYH#
VROXWLRQV1#$QG#LI#WKH#GHFLVLRQ#LV#UHODWHG#WR#3XEOLF#+HDOWK/#WKHUH#PXVW#EH#
LQIRUPDWLRQ#RQ#WKH#LPSDFW#WKDW#LW#ZLOO#KDYH#RQ#WKH#KHDOWK#RI#1HZ#
%UXQVZLFNHUV1

7196 7KH#SXUSRVH#RI#WKH#,QWHUGHSDUWPHQWDO#&RQVXOWDWLRQ#VHFWLRQ#LV#WR#
JLYH#WKH#GHFLVLRQ0PDNHUV#WKH#QDPHV#RI#JRYHUQPHQW#GHSDUWPHQWV#DQG#
3URYLQFLDO#DJHQFLHV#WKDW#KDYH#EHHQ#FRQVXOWHG#DQG#WKH#VXEVWDQFH#RI#WKHLU#
UHSOLHV1#,W#LV#LPSRUWDQW#WR#LQGLFDWH#ZKHWKHU#WKHUH#LV#DJUHHPHQW#RU#
GLVDJUHHPHQW#ZLWK#WKH#UHFRPPHQGDWLRQ1#´7KLV#VHFWLRQ#VKRXOG#VDWLVI\#
&DELQHW#&RPPLWWHH#0HPEHUV#WKDW#SURSHU#LQWHUGHSDUWPHQWDO#FRQVXOWDWLRQ#
KDV#EHHQ#FDUULHG#RXW/#DQG#ZKDW#WKH#UHVXOWV#ZHUH1µ

7197 ,Q#WKH#([WHUQDO#&RQVXOWDWLRQ#VHFWLRQ#WKHUH#VKRXOG#EH#D#OLVW#RI#DOO#
JURXSV/#RUJDQL]DWLRQV#DQG#UHOHYDQW#EXVLQHVVHV#WKDW#KDYH#EHHQ#FRQVXOWHG/#
DQG#WKHLU#UHVSRQVHV1#7KH#REMHFWLYH#RI#WKLV#VHFWLRQ#LV#WKH#VDPH#DV#WKH#
VHFWLRQ#RQ#,QWHUGHSDUWPHQWDO#&RQVXOWDWLRQ1

7198 7KH#)LQDQFLDO#&RQVLGHUDWLRQV#VHFWLRQ#PXVW#SUHVHQW#DOO#FRVW#DQG#
UHYHQXH#HVWLPDWHV#IRU#WKH#DFWLRQ#EHLQJ#FRQWHPSODWHG1#´7KH#ILQDQFLDO#
LPSDFW#RQ#RWKHU#GHSDUWPHQWV#DQG#DJHQFLHV#DV#ZHOO#DV#H[WHUQDO#JURXSV#
DQG#RUJDQL]DWLRQV#VKRXOG#DOVR#EH#LQFOXGHG1#11111#6DYLQJV#WKDW#ZLOO#UHVXOW#
IURP#D#SURSRVHG#DFWLRQ#IRU#WKH#FXUUHQW#ILVFDO#DQG#HDFK#RI#WKH#VXFFHHGLQJ#
WZR#ILVFDO#\HDUV#VKRXOG#EH#VKRZQ1µ

7199 ,Q#RXU#DWWHPSW#WR#HVWDEOLVK#FRPSOLDQFH#ZLWK#WKH#´3URFHGXUHV#
0DQXDO#IRU#([HFXWLYH#&RXQFLO#'RFXPHQWV/µ#ZH#ZHUH#LQIRUPHG#WKDW#QR#
GRFXPHQW#ZDV#SUHVHQWHG#WR#WKH#%RDUG#RI#0DQDJHPHQW#LQ#DFFRUGDQFH#ZLWK#
WKH#SUHVFULEHG#JXLGHOLQHV1#

719: 7KH#RQO\#GRFXPHQW#UHFHLYHG#E\#WKH#%RDUG#RI#0DQDJHPHQW#WKDW#
DGGUHVVHG#WKH#LVVXH#ZDV#SDUW#RI#WKH#4<<90<:#EXGJHW#VXEPLVVLRQ#IRU#WKH#
'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV1#7KLV#EXGJHW#VXEPLVVLRQ#
ZDV#D#ODUJH/#4;40SDJH#GRFXPHQW/#RI#ZKLFK#RQO\#WKUHH#DQG#RQH0KDOI#SDJHV#
ZHUH#GHYRWHG#WR#WKH#PHUJH#GHFLVLRQ1#:H#H[DPLQHG#WKHVH#WKUHH#DQG#
RQH0KDOI#SDJHV#DQG#QRWHG#WKDW#PDQ\#IXQGDPHQWDO#SURYLVLRQV#IURP#WKH#
JXLGHOLQHV#ZHUH#QRW#LQFOXGHG1#)RU#LQVWDQFH/#WKHUH#ZDV#QRW#D#FOHDU#
GHVFULSWLRQ#RI#DOO#VWDNHKROGHUV#DQG#QR#DOWHUQDWLYHV#ZHUH#FRQVLGHUHG1#
7KHUH#ZDV#QR#UHIHUHQFH#WR#DQ\#LQWHUGHSDUWPHQWDO#RU#H[WHUQDO#
FRQVXOWDWLRQV1#:H#GLG#QRWH/#KRZHYHU/#WKDW#WKHUH#ZDV#FOHDU#LQGLFDWLRQ#DV#
WR#ZKDW#LPSDFW#WKH#GHFLVLRQ#ZRXOG#KDYH#RQ#EXGJHWV#IRU#WKH#FXUUHQW#DQG#
VXFFHHGLQJ#WZR#ILVFDO#\HDUV1

&RQFOXVLRQ 719; 7KH#SURFHGXUHV#WKDW#DUH#WR#EH#XVHG#LQ#REWDLQLQJ#([HFXWLYH#
&RXQFLO#DSSURYDO#ZHUH#QRW#IROORZHG1
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&KDSWHU#7 'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO
5HFRPPHQGDWLRQ 719< $OO#PDQDJHUV#DQG#VWDII#LQYROYHG#LQ#WKH#GHFLVLRQ0PDNLQJ#
SURFHVV#VKRXOG#IDPLOLDUL]H#WKHPVHOYHV#ZLWK#WKH#0DQXDO#WR#HQVXUH#WKDW#
GHFLVLRQV#UHTXLULQJ#DSSURYDO#E\#WKH#([HFXWLYH#&RXQFLO/#WKH#3ROLF\#
DQG#3ULRULWLHV#&RPPLWWHH#DQG#WKH#%RDUG#RI#0DQDJHPHQW#DUH#
SUHSDUHG#IRU#VXEPLVVLRQ#DFFRUGLQJ#WR#WKH#GRFXPHQWHG#SURFHGXUHV1

'HSDUWPHQWDO#UHVSRQVH# 71:3 :H#DJUHH#ZLWK#WKH#UHFRPPHQGDWLRQ#DQG#ZH#EHOLHYH#ZH#FRQIRUPHG#
WR#LW1#2QH#PXVW#UHFRJQL]H#WKH#SDUWLFXODU#FRQWH[W#DQG#SURFHVVHV#DVVRFLDWHG#
ZLWK#WKH#DQQXDO#EXGJHW#VXEPLVVLRQ#WR#JRYHUQPHQW#E\#GHSDUWPHQWV1

6LJQLILFDQW#'HFLVLRQV#DUH#
5HSRUWHG#LQ#WKH#$QQXDO#
5HSRUW#

71:4 7KH#PHUJH#GHFLVLRQ#ZDV#UHIHUUHG#WR#LQ#WKH#$QQXDO#5HSRUW#IRU#
+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#LQ#WZR#FRQVHFXWLYH#\HDUV1#7KH#<8²<9#
$QQXDO#5HSRUW/#WKH#\HDU#RI#WKH#DQQRXQFHPHQW#RI#WKH#PHUJH#GHFLVLRQ/#OLVWV#
WKH#OHJLVODWLRQ#FKDQJHV#UHJDUGLQJ#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ1#
7KH#<9²<:#$QQXDO#5HSRUW/#WKH#\HDU#RI#LPSOHPHQWDWLRQ#RI#WKH#PHUJH#
GHFLVLRQ/#VWDWHV#WKH#GHFLVLRQ#DQG#WKH#FKLHI#EHQHILW#RI#GHFHQWUDOL]LQJ#WKHVH#
VHUYLFHV1

&RQFOXVLRQ# 71:5 :H#ZHUH#SOHDVHG#WR#VHH#WKDW#WKH#PHUJH#GHFLVLRQ#ZDV#UHSRUWHG#LQ#
WKH#'HSDUWPHQW·V#DQQXDO#UHSRUW#LQ#ERWK#WKH#\HDU#WKH#GHFLVLRQ#ZDV#PDGH#
DQG#WKH#\HDU#LW#ZDV#LPSOHPHQWHG1#

(YDOXDWLRQ#RI#WKH#'HFLVLRQ#
$IWHU#LW#KDV#%HHQ#0DGH#DQG#
,PSOHPHQWHG

71:6 $IWHU#D#VLJQLILFDQW#GHFLVLRQ#KDV#EHHQ#LPSOHPHQWHG/#LW#VKRXOG#EH#
HYDOXDWHG#WR#GHWHUPLQH#LI#WKH#REMHFWLYH#RI#WKH#GHFLVLRQ#ZDV#PHW#DQG#
ZKHWKHU#WKH#RXWFRPHV#ZHUH#DV#H[SHFWHG>#DQG#LI#QRW/#ZK\1#2XU#UHYLHZ#RI#
WKH#-RXUQDO#RI#'HEDWHV#++DQVDUG,#IRU#WKH#WLPH#ZKHQ#WKH#/HJLVODWLYH#
$VVHPEO\#GLVFXVVHG#WKH#SURSRVHG#OHJLVODWLYH#DPHQGPHQWV#UHTXLUHG#IRU#
WKH#PHUJHU/#VKRZHG#WKDW#WKH#'HSDUWPHQW#UHFRJQL]HG#WKH#LPSRUWDQFH#RI#
HYDOXDWLQJ#WKLV#SDUWLFXODU#GHFLVLRQ1#:KHQ#UHVSRQGLQJ#WR#WKH#VWDWHPHQW/
´,#ZRXOG#OLNH#WKH#PLQLVWHU#WR#LQGLFDWH#WR#WKH#+RXVH#LI#KH#FDQ#SRLQW#WR#RQH#
MXULVGLFWLRQ#WKDW#VWDQGV#DV#KDYLQJ#KDG#VXFFHVV#ZLWK#PHUJLQJ#KRPH#FDUH#
XQGHU#WKH#DXVSLFHV#RI#LQVWLWXWLRQV"µ#WKH#0LQLVWHU#VDLG/#´7KHUH#LV#QR#
MXULVGLFWLRQ#,#FDQ#SRLQW#WR#WKDW#KDV#DQ#([WUD00XUDO#+RVSLWDO#V\VWHP#
VLPLODU#WR#ZKDW#ZH#KDYH#KDG#LQ#1%1#11111#:H#KDYH#WR#ZDWFK#WKLV#WR#PDNH#
VXUH#WKDW#ZH#JHW#WKH#JDLQV#ZH#WKLQN#ZH#DUH#JRLQJ#WR#JHW#DQG#GR#QRW#HQG#XS#
ZLWK#ORVVHV1#7KDW#LV#D#MXGJPHQWDO#WKLQJ1#,W#UHTXLUHV#XV#WR#EH#YLJLODQW#DV#
ZH#JR#DORQJ1µ#:H#ZHUH#VXUSULVHG#WR#OHDUQ#WKDW#WKH#'HSDUWPHQW#KDV#QRW#
HYDOXDWHG#WKH#GHFLVLRQ#DQG#KDV#QR#LQWHQWLRQ#RI#GRLQJ#DQ#HYDOXDWLRQ1

71:7 7KH#GHFLVLRQ#ZDV#PDGH#LQ#'HFHPEHU#4<<8#DQG#WKH#PHUJHU#
RFFXUUHG#LQ#-XO\#4<<91#$V#RI#-DQXDU\#4<<</#WKH#GHFLVLRQ#WR#LQWHJUDWH#WKH#
(0+&#LQWR#WKH#KRVSLWDO#FRUSRUDWLRQV#KDG#QRW#EHHQ#HYDOXDWHG1#7KHUH#DUH#
QR#SODQV#WR#GR#VR1

&RQFOXVLRQ 71:8 7KH#GHFLVLRQ#KDV#QRW#EHHQ#HYDOXDWHG1#7KHUH#KDV#QRW#EHHQ#DQ#
DQDO\VLV#WR#GHWHUPLQH#ZKHWKHU#WKH#SURMHFWHG#VDYLQJV#RFFXUUHG#DQG#WKHUH#
KDV#QRW#EHHQ#D#UHYLHZ#WR#GHWHUPLQH#ZKHWKHU#DQ\#RI#WKH#RWKHU#EHQHILWV#
ZHUH#UHDOL]HG1
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'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#0#([WUD00XUDO#+RVSLWDO &KDSWHU#7
5HFRPPHQGDWLRQ 71:9 $OO#VLJQLILFDQW#GHFLVLRQV#VKRXOG#EH#HYDOXDWHG#WR#GHWHUPLQH#LI#
WKH#REMHFWLYH#RI#WKH#GHFLVLRQ#ZDV#PHW#DQG#ZKHWKHU#WKH#RXWFRPHV#ZHUH#
DV#H[SHFWHG>#DQG#LI#QRW/#ZK\1#:KHUH#WKH#UHVXOWV#GLFWDWH/#QHFHVVDU\#
FKDQJHV#VKRXOG#EH#PDGH1

'HSDUWPHQWDO#UHVSRQVH# 71:: :H#DJUHH#ZLWK#WKH#UHFRPPHQGDWLRQ/#LQ#WKH#JHQHUDO#FRQWH[W#RI#
OLPLWHG#UHVRXUFHV#DQG#DVVRFLDWHG#SULRULWLHV#RI#*RYHUQPHQW1

&RQFOXVLRQ 71:; :H#H[DPLQHG#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#WR#GHWHUPLQH#LI#SURSHU#
VWHSV#ZHUH#WDNHQ#LQ#PDNLQJ#WKH#GHFLVLRQ#WR#PHUJH#WKH#1%#([WUD00XUDO#
+RVSLWDO#&RUSRUDWLRQ#LQWR#WKH#HLJKW#UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV1#

71:< :H#JDWKHUHG#HYLGHQFH#WKURXJK#UHYLHZLQJ#GRFXPHQWDWLRQ#DQG#
LQWHUYLHZLQJ1#%DVHG#RQ#WKLV#HYLGHQFH/#LW#DSSHDUV#WKDW#QRW#DOO#WKH#DWWULEXWHV#
RI#D#JRRG#GHFLVLRQ0PDNLQJ#SURFHVV#ZHUH#SUHVHQW1#7KH#PRVW#VHULRXV#
VKRUWFRPLQJV#ZH#LGHQWLILHG#ZHUH=#D#IDLOXUH#WR#LGHQWLI\#WKH#REMHFWLYH#RI#WKH#
GHFLVLRQ>#D#IDLOXUH#WR#LGHQWLI\#DQG#DQDO\]H#DOWHUQDWLYHV#WR#UHVROYLQJ#WKH#
SUREOHP#RU#RSSRUWXQLW\>#VHQGLQJ#DQ#LQIRUPDWLRQ#SDFNDJH#WR#WKH#
GHFLVLRQ0PDNHUV#WKDW#ZDV#QRW#FRPSOHWHG#DFFRUGLQJ#WR#WKH#SUHVFULEHG#
JXLGHOLQHV>#DQG#QRW#HYDOXDWLQJ#WKH#GHFLVLRQ#DIWHU#LW#KDG#EHHQ#
LPSOHPHQWHG1#+RZHYHU/#ZH#DUH#QRW#VXUH#WKDW#RXU#H[DPLQDWLRQ#ZDV#
FRPSOHWH#DQG#WKDW#ZH#H[DPLQHG#DOO#WKH#UHOHYDQW#LQIRUPDWLRQ1#7KHUHIRUH/#
ZH#DUH#XQDEOH#WR#FRQFOXGH#DV#WR#ZKHWKHU#DOO#SURSHU#VWHSV#ZHUH#WDNHQ#E\#
WKH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#ZKHQ#PDNLQJ#WKH#
GHFLVLRQ#WR#PHUJH#WKH#([WUD00XUDO#+RVSLWDO#&RUSRUDWLRQ#LQWR#WKH#HLJKW#
UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV1

71;3 7KHUH#ZDV#QR#FHQWUDO#ILOH#RQ#WKH#GHFLVLRQ1#7KLV#PDGH#LW#GLIILFXOW#
WR#HVWDEOLVK#ZKHWKHU#RU#QRW#DSSURSULDWH#VWHSV#ZHUH#WDNHQ#E\#WKH#
'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV1#:H#WKLQN#LPSRUWDQW#
LQIRUPDWLRQ#VXSSRUWLQJ#PDMRU#GHFLVLRQV#VKRXOG#EH#NHSW#LQ#RQH#ILOH1#7KLV#
FRXOG#VHUYH#VHYHUDO#SXUSRVHV1#,W#ZRXOG#SUHVHUYH#WKH#´FRUSRUDWH#PHPRU\µ#
RI#WKH#HQWLW\/#DV#WXUQRYHU#LQ#SRVLWLRQV#LV#LQHYLWDEOH1#,W#FRXOG#VHUYH#DV#D#
UHIHUHQFH#IRU#IXWXUH#GHFLVLRQV1#,W#ZRXOG#VHUYH#WKH#DFFRXQWDELOLW\#IXQFWLRQ#
E\#SUHVHQWLQJ#MXVWLILFDWLRQ#DQG#UDWLRQDOH/#VKRXOG#D#GHFLVLRQ#EH#TXHVWLRQHG#
DIWHU#WKH#IDFW1

5HFRPPHQGDWLRQ 71;4 :KHQ#D#VLJQLILFDQW#GHFLVLRQ#LV#WR#EH#PDGH/#D#ILOH#VKRXOG#EH#
PDLQWDLQHG#KROGLQJ#DOO#UHOHYDQW#LQIRUPDWLRQ#LQFOXGLQJ=#WKH#SUREOHP#
RU#RSSRUWXQLW\#EHLQJ#DGGUHVVHG#DQG#WKH#REMHFWLYH#RI#WKH#GHFLVLRQ>#WKH#
QDPHV#RI#WKH#LQGLYLGXDOV#LQYROYHG#DQG#FRQVXOWHG#ZLWK#LQ#WKH#SURFHVV>#
WKH#WLPH#IUDPH>#WKH#DOWHUQDWLYHV#FRQVLGHUHG>#TXDOLWDWLYH#DQG#
TXDQWLWDWLYH#DQDO\VLV>#DQG#FRQFOXVLRQV#PDGH1#

'HSDUWPHQWDO#UHVSRQVH# 71;5 :H#DJUHH#ZLWK#WKH#UHFRPPHQGDWLRQ1
97 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



#&KDSWHU#8
)UHGHULFWRQ00RQFWRQ#+LJKZD\

&RQWHQWV

%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 9:

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 9;

5HVXOWV#LQ#%ULHI# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 9;

'HWDLOHG#)LQGLQJV 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #:3

&RQFOXVLRQ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# #<9

$SSHQGL[#,#0#)UHGHULFWRQ00RQFWRQ#+LJKZD\#3URMHFW#&KURQRORJ\ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 <;



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\

#)UHGHULFWRQ00RQFWRQ#
+LJKZD\
%DFNJURXQG 814 7KHUH#DUH#D#QXPEHU#RI#UHDVRQV#ZK\#ZH#IHHO#LW#LV#LPSRUWDQW#WKDW#
ZH#ORRN#DW#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW1#)LUVW/#LW#
UHSUHVHQWV#D#ODUJH#FRPPLWPHQW#RI#SXEOLF#PRQH\1#$GGLWLRQDOO\/#LW#LV#WKH#
ODUJHVW#SXEOLF0SULYDWH#SDUWQHUVKLS#DUUDQJHPHQW#HYHU#HQWHUHG#LQWR#E\#WKH#
3URYLQFH/#DQG#WKH#ILUVW#WROO#URDG#WR#EH#FRQVWUXFWHG#LQ#1HZ#%UXQVZLFN1#
7KHUH#LV#DOVR#D#KLJK#GHJUHH#RI#SXEOLF#LQWHUHVW#LQ#WKLV#SURMHFW/#SDUWLFXODUO\#
UHODWHG#WR#WKH#WROOLQJ#LVVXH1#)RU#DOO#WKHVH#UHDVRQV#ZH#IHHO#UHSRUWLQJ#IURP#
RXU#2IILFH#RQ#WKLV#SURMHFW#VKRXOG#EH#RI#FRQVLGHUDEOH#LQWHUHVW#WR#WKH#
/HJLVODWLYH#$VVHPEO\1#

815 7KH#DJUHHPHQWV#IRU#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW#
DUH#QRZ#VLJQHG1#+RZHYHU/#ZH#GR#QRW#IHHO#WKDW#RXU#ZRUN#ZLOO#VLPSO\#EH#D#
KLVWRULFDO#UHYLHZ1#7KHUH#PD\#ZHOO#EH#VRPH#OHVVRQV#OHDUQHG#WKDW#FDQ#EH#
DSSOLHG#WR#IXWXUH#SURYLQFLDO#SXEOLF0SULYDWH#SDUWQHUVKLS#DUUDQJHPHQWV1#,W#
LV#LQ#WKRVH#DUHDV#ZKHUH#RXU#UHFRPPHQGDWLRQV#DUH#WDUJHWHG1

816 :H#DOVR#IHHO#WKDW#RXU#UHYLHZ#SURYLGHG#XV#ZLWK#YDOXDEOH#
LQIRUPDWLRQ#RQ#WKH#JRYHUQPHQW#GHFLVLRQ0PDNLQJ#SURFHVV#LQ#JHQHUDO#DQG#
WKDW#RXU#UHFRPPHQGDWLRQV#PD\#SURYLGH#VRPH#JXLGDQFH#IRU#IXWXUH#
JRYHUQPHQW#GHFLVLRQ0PDNLQJ1

817 ,Q#WKLV#FKDSWHU#ZH#ZLOO#EH#DGGUHVVLQJ#WKH#GHFLVLRQ0PDNLQJ#
SURFHVV#WKDW#OHG#XS#WR#WKH#LVVXDQFH#RI#D#5HTXHVW#IRU#3URSRVDOV#WR#WKUHH#
VKRUW0OLVWHG#ELGGHUV#RQ#WKH#SURMHFW#RQ#5:#0DUFK#4<<:1#%\#WKDW#GDWH/#DOO#
VXEVWDQWLYH#GHFLVLRQV#DERXW#VWUXFWXUH/#ILQDQFLQJ/#WROOLQJ/#ULVN#WUDQVIHU/#
DQG#WKH#UROH#RI#WKH#SULYDWH#VHFWRU#SDUWQHU#LQ#GHVLJQ/#FRQVWUXFWLRQ/#
RSHUDWLRQ/#DQG#PDLQWHQDQFH#RI#WKH#KLJKZD\#DQG#WROOLQJ#V\VWHP#KDG#EHHQ#
PDGH#DQG#DSSURYHG#LQ#SULQFLSOH#E\#WKH#JRYHUQPHQW1

)UHGHULFWRQ00RQFWRQ#+LJKZD\#
3URMHFW#GHVFULSWLRQ#DQG#
FKURQRORJ\

818 ,Q#RXU#4<<;#5HSRUW/#ZH#LQFOXGHG#D#GHVFULSWLRQ#RI#WKH#
)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW/#DORQJ#ZLWK#DQ#DQDO\VLV#RI#WKH#
DFFRXQWLQJ#WUHDWPHQW#RI#WKH#WUDQVDFWLRQ1#7KH#SURMHFW#UHSUHVHQWV#D#
FRPPLWPHQW#RQ#WKH#SDUW#RI#WKH#3URYLQFH#WR#PDNH#´VXE0OHDVHµ#SD\PHQWV#
WRWDOOLQJ#'41847#ELOOLRQ#RYHU#WKH#ILUVW#63#\HDUV#RI#WKH#DJUHHPHQW1#,Q#
DGGLWLRQ/#WKH#3URYLQFH#LV#FRPPLWWHG#WR#IXQG#RSHUDWLRQ/#PDLQWHQDQFH#DQG#
UHKDELOLWDWLRQ#+200,#FRVWV#RI#WKH#KLJKZD\#DQG#WROOLQJ#V\VWHP#RYHU#WKDW#
SHULRG1#++LJKZD\#200#SD\PHQWV#DUH#IL[HG#DW#'49;#PLOOLRQ#SOXV#
DGMXVWPHQWV#IRU#LQIODWLRQ#RYHU#WKH#ILUVW#53#\HDUV1#7ROOLQJ#V\VWHP#200#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 9:



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
SD\PHQWV#DUH#IL[HG#DW#'6815#PLOOLRQ#SOXV#DGMXVWPHQWV#IRU#LQIODWLRQ#RYHU#
WKH#ILUVW#43#\HDUV1,#7KH#3URYLQFH#ZLOO#UHFHLYH#DQ#HVWLPDWHG#'654#PLOOLRQ#
LQ#FRQFHVVLRQ#IHHV#IURP#WKH#SURMHFW#RYHU#D#63#\HDU#SHULRG/#PDLQO\#
FRQVLVWLQJ#RI#WROO#UHYHQXHV#LQ#H[FHVV#RI#ZKDW#LV#UHTXLUHG#WR#IXQG#
WROO0EDVHG#GHEW#UHSD\PHQWV#DQG#LQWHUHVW1

819 2Q#7#$SULO#4<<:/#WKH#0LQLVWHU#RI#)LQDQFH#IRUPDOO\#DQQRXQFHG#
WKH#3URYLQFH·V#LQWHQWLRQ#WR#FUHDWH#D#SXEOLF0SULYDWH#SDUWQHUVKLS#WR#EXLOG#
WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\1#,W#ZDV#QRWHG#WKDW#LW#ZRXOG#EH#WKH#
ELJJHVW#SXEOLF#ZRUNV#SURMHFW#LQ#1HZ#%UXQVZLFN#KLVWRU\1#7KDW#
DQQRXQFHPHQW#LQFOXGHG#FRQILUPDWLRQ#WKDW#WKH#EXVLQHVV#PRGHO#KDG#EHHQ#
GHYHORSHG#E\#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#$SSHQGL[#,#VKRZV#D#
FKURQRORJ\#RI#NH\#PLOHVWRQHV#LQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#IRU#WKH#
)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW1#,W#FRYHUV#WKH#SHULRG#XS#WR#WKH#
GDWH#RI#LVVXDQFH#RI#WKH#5HTXHVW#IRU#3URSRVDOV#WR#WKH#WKUHH#VKRUW0OLVWHG#
ELGGHUV1#

6FRSH 81: 2XU#DXGLW#REMHFWLYH#IRU#RXU#4<<<#ZRUN#RQ#WKH#
)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW#ZDV#DV#IROORZV=

7R#GHWHUPLQH#LI#WKH#3URYLQFH#HPSOR\HG#DQ#DGHTXDWH#
GHFLVLRQ0PDNLQJ#SURFHVV#LQ#SODQQLQJ#WKH#H[LVWLQJ#VWUXFWXUH#IRU#
WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW1

81; ,Q#GRLQJ#RXU#ZRUN#ZH#FRQVLGHUHG#VLJQLILFDQW#GHFLVLRQV#PDGH/#
UHODWLQJ#WR#WKH#KLJKZD\/#XS#WR#5:#0DUFK#4<<:/#WKH#GDWH#WKH#5HTXHVW#IRU#
3URSRVDOV#ZDV#LVVXHG#WR#WKH#WKUHH#VKRUW0OLVWHG#SURSRQHQWV1#:H#ILUVW#
UHYLHZHG#WKH#JRYHUQPHQW#REMHFWLYHV#VHW#IRU#WKH#SURMHFW1#:H#WKHQ#ORRNHG#
WR#VHH#KRZ#WKHVH#REMHFWLYHV#ZHUH#WUDQVODWHG#LQWR#VSHFLILF#WHUPV#LQ#WKH#
5HTXHVW#IRU#3URSRVDOV1#2XU#DSSURDFK#ZDV#WR#HVWDEOLVK#ZKHWKHU#WKH#
GHFLVLRQ0PDNHUV#KDG#DFFHVV#WR#VXIILFLHQW/#DFFXUDWH#LQIRUPDWLRQ/#WKDW#
DOWHUQDWLYHV#ZHUH#FRQVLGHUHG/#DQG#WKDW#WKH#GHFLVLRQV#PDGH#VHHP#
UHDVRQDEOH#LQ#OLJKW#RI#DYDLODEOH#LQIRUPDWLRQ1#

81< 2XU#ZRUN#LQFOXGHG#GLVFXVVLRQV#ZLWK#UHSUHVHQWDWLYHV#RI#WKH#
'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#DQG#WKH#'HSDUWPHQW#RI#)LQDQFH1#:H#DOVR#
UHYLHZHG#GRFXPHQWV#SURYLGHG#E\#WKRVH#UHSUHVHQWDWLYHV/#DORQJ#ZLWK#PDQ\#
RWKHU#SHUWLQHQW#GRFXPHQWV/#LQFOXGLQJ#+DQVDUG/#WKH#JRYHUQPHQW·V#QHZ#
SXEOLF0SULYDWH#SDUWQHUVKLS#JXLGHOLQHV/#DQG#RWKHU#JRYHUQPHQW#LQIRUPDWLRQ#
UHOHDVHV1#$GGLWLRQDOO\/#ZH#SUHSDUHG#RXU#RZQ#DQDO\VHV#DV#UHTXLUHG1

8143 2XU#ZRUN#ZDV#LQWHQGHG#WR#H[DPLQH#WKH#SURYLQFLDO#GHFLVLRQ#
PDNLQJ#UHODWHG#WR#JRYHUQPHQW#REMHFWLYHV#IRU#WKH#)UHGHULFWRQ00RQFWRQ#
+LJKZD\#DQG#WKH#FRQWHQWV#RI#WKH#5HTXHVW#IRU#3URSRVDOV1#:H#GLG#QRW#
DWWHPSW#WR#GHWHUPLQH#ZKHWKHU#JRYHUQPHQW#REMHFWLYHV#KDG#EHHQ#RU#ZHUH#
OLNHO\#WR#EH#PHW/#DV#WKDW#ZDV#EH\RQG#WKH#VFRSH#RI#RXU#SODQQHG#ZRUN#IRU#
4<<<1#

5HVXOWV#LQ#%ULHI 8144 6HOHFWLRQ#RI#JRYHUQPHQW#REMHFWLYHV#IRU#WKH#SURMHFW#ZDV#PDGH#
DW#WKH#PLQLVWHULDO#OHYHO#RYHU#D#SHULRG#RI#VHYHUDO#\HDUV1#)RU#WKH#PRVW#
9; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
SDUW/#ZH#ZHUH#XQDEOH#WR#ILQG#DQ\#GRFXPHQWDU\#VXSSRUW#IRU#WKH#
REMHFWLYHV#FKRVHQ/#ZKHUH#DOWHUQDWLYHV#H[LVWHG1

8145 7KUHH#ILQDQFLDO#REMHFWLYHV#ZHUH#GHYHORSHG#DQG#SURYLGHG#WR#
5%&#'RPLQLRQ#6HFXULWLHV#,QF1#E\#WKH#JRYHUQPHQW#DQG#ZHUH#LQWHQGHG#
WR#IRUP#WKH#EDVLV#IRU#WKHLU#VWUXFWXUDO#UHFRPPHQGDWLRQV1#7HQ#JHQHUDO#
SURMHFW#REMHFWLYHV#ZHUH#GHYHORSHG#E\#GHSDUWPHQWDO#VWDII#DQG#KLUHG#
FRQVXOWDQWV#IRU#LQFOXVLRQ#LQ#WKH#5HTXHVW#IRU#4XDOLILFDWLRQV#+5)4,#
DQG#5HTXHVW#IRU#3URSRVDOV#+5)3,1#7DNHQ#WRJHWKHU/#ZH#IHHO#WKDW#WKHVH#
REMHFWLYHV#VKRXOG#EH#FRQVLGHUHG#WKH#JRYHUQPHQW#REMHFWLYHV#IRU#WKH#
SURMHFW1

8146 7KH#VWUXFWXUH#RI#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW#
ZDV#FORVHO\#EDVHG#RQ#WKH#SXEOLF0SULYDWH#SDUWQHUVKLS#PRGHO#
UHFRPPHQGHG#E\#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#2WKHU#VWUXFWXUDO#
RSWLRQV#IRU#WKH#SURMHFW#ZHUH#SURSRVHG#DQG#DQDO\]HG/#EXW#WKH#RSWLRQ#
FKRVHQ#DSSHDUV#WR#KDYH#EHHQ#WKH#RQO\#RQH#WKDW#ZRXOG#DOORZ#IRU#WKH#
DFKLHYHPHQW#RI#DOO#JRYHUQPHQW#REMHFWLYHV#DV#GHILQHG1#

8147 7KH#3URYLQFH#KDV#WKH#RSWLRQ#RI#EX\LQJ#EDFN#WKH#KLJKZD\#DW#
WKH#HQG#RI#WKH#OHDVH#WHUP#DW#IDLU#PDUNHW#YDOXH1#$#IDLU#PDUNHW#YDOXH#
SD\PHQW#ZLOO#EH#UHTXLUHG#GHVSLWH#WKH#IDFW#WKDW#DOO#OHDVH0EDVHG#DQG#
WROO0EDVHG#GHEW#ZLOO#EH#SDLG#RII#E\#WKDW#WLPH1

8148 ,Q#-XQH#4<<9#WKH#JRYHUQPHQW#DQQRXQFHG#LWV#LQWHQWLRQ#WR#
SXUVXH#D#IRXU0ODQH#KLJKZD\#SURMHFW#EHWZHHQ#)UHGHULFWRQ#DQG#
0RQFWRQ1#7KH#GHFLVLRQ0PDNLQJ#SURFHVV#IURP#WKDW#SRLQW#XS#WR#WKH#
LVVXDQFH#RI#WKH#5)3#DSSHDUV#WR#KDYH#EHHQ#ZHOO#FR0RUGLQDWHG1#
5HVSRQVLELOLW\#ZDV#DVVLJQHG#WR#YDULRXV#LQGLYLGXDOV#RU#JURXSV#IRU#HDFK#
GHFLVLRQ#WKDW#KDG#WR#EH#PDGH1#,Q#DGGLWLRQ/#WKH#3URYLQFH#KLUHG#D#
SURFHVV#FRQVXOWDQW#+.30*,#ZKR#ZDV#LQYROYHG#LQ#WKH#GHFLVLRQ0PDNLQJ#
SURFHVV#DIWHU#WKH#-XQH#4<<9#DQQRXQFHPHQW#DQG#SURYLGHG#D#SRVLWLYH#
RSLQLRQ#DIWHU#WKH#SURFHVV#ZDV#FRPSOHWHG1

8149 7KH#JURVV#LQWHUHVW#FRVW#EHWZHHQ#WKH#LVVXH#GDWH#IRU#WKH#
OHDVH0EDVHG#GHEW#RI#4<#)HEUXDU\#4<<;#DQG#WKH#FRPPHQFHPHQW#RI#
UHSD\PHQWV#ZLOO#WRWDO#DSSUR[LPDWHO\#'547#PLOOLRQ#RQ#WKH#RULJLQDO#
'873#PLOOLRQ#GHEW1#

814: 7KH#WHUPV#RI#WKH#5)3#SURYLGH#IRU#WKH#WUDQVIHU#RI#VLJQLILFDQW#
DGGLWLRQDO#ULVNV#WR#WKH#SULYDWH#VHFWRU#RYHU#WKH#WUDGLWLRQDO#'HSDUWPHQW#
RI#7UDQVSRUWDWLRQ#KLJKZD\#FRQVWUXFWLRQ#DSSURDFK1#'HSDUWPHQWDO#
UHSUHVHQWDWLYHV#LQGLFDWHG#WKDW#DOO#GHFLVLRQV#PDGH#ZHUH#VXEMHFW#WR#
H[WHQVLYH#GLVFXVVLRQ#EHWZHHQ#GHSDUWPHQWDO#UHSUHVHQWDWLYHV#DQG#KLUHG#
FRQVXOWDQWV1#+RZHYHU/#ZH#GLG#QRW#VHH#GRFXPHQWDWLRQ#VXSSRUWLQJ#WKH#
GHFLVLRQ#WR#WUDQVIHU#WKRVH#ULVNV#RQ#FRVW#EHQHILW#RU#RWKHU#EDVHV1#

814; 7KH#DGGLWLRQDO#FRVWV#DVVRFLDWHG#ZLWK#KDYLQJ#SURMHFW#GHEW#
LVVXHG#E\#D#WKLUG#SDUW\#ZHUH#VLJQLILFDQW1#7KHUH#ZHUH#EHQHILWV#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 9<



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
DFFUXLQJ#WR#WKH#3URYLQFH#IURP#WKLV#GHFLVLRQ1#+RZHYHU/#ZH#GLG#QRW#VHH#
DQDO\VHV#WKDW#HVWDEOLVKHG#WKDW#WKH#YDOXH#RI#WKHVH#EHQHILWV#PHW#RU#
H[FHHGHG#WKH#DGGLWLRQDO#FRVWV#LQFXUUHG1

814< 7KH#GHFLVLRQ#WR#DOORZ#5)3#ELGGHUV#WR#SODFH#PRUH#WKDQ#WKH#
PLQLPXP#DPRXQW#RI#WROO0EDVHG#GHEW#ZLOO#KDYH#QHJDWLYH#FRVW#
FRQVHTXHQFHV#IRU#WKH#3URYLQFH1

8153 3URSRVHG#)UHGHULFWRQ00RQFWRQ#+LJKZD\#WROO#UDWHV#DUH#
FRPSDUDEOH#ZLWK#WKRVH#LQ#RWKHU#MXULVGLFWLRQV#LQ#1RUWK#$PHULFD1#

8154 %RDUG#RI#0DQDJHPHQW#DSSURYHG#WKH#WROOLQJ#SURWRFRO#DQG#
FHUWDLQ#RWKHU#LWHPV#SXUVXDQW#WR#WKHLU#DSSURYDO#RI#´)LQDQFLDO#
3DUDPHWHUV#IRU#WKH#)UHGHULFWRQ#WR#0RQFWRQ#3URMHFW#²#)LQDQFHµ#RQ#
5: )HEUXDU\#4<<:1#2WKHUZLVH/#WKH#FRQWHQWV#RI#WKH#5)3#ZHUH#QRW#
DSSURYHG#E\#WKH#%RDUG#RI#0DQDJHPHQW#RU#([HFXWLYH#&RXQFLO1#7KRVH#
ERGLHV#UHOLHG#RQ#GHSDUWPHQWDO#VWDII#DQG#KLUHG#FRQVXOWDQWV#WR#HQVXUH#
WKH#5)3#FRQWHQWV#ZHUH#DSSURSULDWH1

'HWDLOHG#)LQGLQJV

*URXSV#RU#,QGLYLGXDOV#
,QYROYHG#LQ#
'HFLVLRQ00DNLQJ#3URFHVV

8155 *RYHUQPHQW#ILQDQFLDO#REMHFWLYHV#IRU#WKH#SURMHFW#ZHUH#GHFLGHG#
XSRQ#DW#WKH#PLQLVWHULDO#OHYHO#ZLWK#UHIHUHQFH#WR#FRQVXOWDQWV·#UHSRUWV1#2WKHU#
REMHFWLYHV/#VSHFLILF#WR#WKH#SURMHFW/#ZHUH#GHYHORSHG#E\#GHSDUWPHQWDO#VWDII#
ZLWK#WKH#DVVLVWDQFH#RI#KLUHG#FRQVXOWDQWV1#&R0RUGLQDWLRQ#RI#DOO#
GHFLVLRQ0PDNLQJ#VWDUWLQJ#ZLWK#WKH#IRUPDO#SURMHFW#DQQRXQFHPHQW#LQ#-XQH#
4<<9#ZDV#DVVLJQHG#WR#WKH#3URMHFW#0DQDJHU/#D#VHQLRU#JRYHUQPHQW#RIILFLDO#
IURP#ZLWKLQ#WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ1#)URP#WKDW#SRLQW/#DOO#VWHSV#
LQ#WKH#SURFHVV#DSSHDU#WR#KDYH#EHHQ#FRPSOHWHG#ZLWKLQ#HVWDEOLVKHG#
WLPHIUDPHV1#7KH#FRQWHQWV#RI#WKH#5HTXHVW#IRU#4XDOLILFDWLRQV#+5)4,#ZHUH#
EDVHG#XSRQ#WKH#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#LQWHULP#UHSRUW1#7KH#
FRQWHQWV#RI#WKH#5HTXHVW#IRU#3URSRVDOV#+5)3,#ZHUH#GHYHORSHG#E\#D#
QXPEHU#RI#VPDOO#FRPPLWWHHV#WKDW#LQFOXGHG#UHSUHVHQWDWLYHV#RI#JRYHUQPHQW#
DQG#YDULRXV#SULYDWH#VHFWRU#FRQVXOWDQWV#ZKR#ZHUH#KLUHG#E\#WKH#3URYLQFH#WR#
SURYLGH#WKHLU#H[SHUWLVH1#&HUWDLQ#RI#WKHVH#FRQVXOWDQWV#DOVR#SURYLGHG#VRPH#
LQSXW#WR#WKH#5)4#DQG#ZHUH#LQYROYHG#LQ#WKH#DVVHVVPHQW#RI#UHVSRQVHV#WR#
WKDW#GRFXPHQW1#

8156 'HSDUWPHQWV#UHSUHVHQWHG#LQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#XS#WR#
WKH#LVVXDQFH#RI#WKH#5)3#LQFOXGHG#WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ/#WKH#
'HSDUWPHQW#RI#)LQDQFH/#WKH#'HSDUWPHQW#RI#1DWXUDO#5HVRXUFHV#DQG#
(QHUJ\/#WKH#'HSDUWPHQW#RI#WKH#(QYLURQPHQW/#WKH#'HSDUWPHQW#RI#-XVWLFH/#
WKH#'HSDUWPHQW#RI#(FRQRPLF#'HYHORSPHQW#DQG#7RXULVP/#WKH#'HSDUWPHQW#
RI#6XSSO\#DQG#6HUYLFHV/#WKH#'HSDUWPHQW#RI#$JULFXOWXUH/#DQG#WKH#
'HSDUWPHQW#RI#0XQLFLSDOLWLHV/#&XOWXUH/#DQG#+RXVLQJ1

8157 7KH#SODQQLQJ2GHFLVLRQ0PDNLQJ#SKDVH#RI#WKH#SURMHFW#LQFOXGHG#
IDLUO\#KHDY\#UHOLDQFH#RQ#FRQVXOWDQWV1#0DQ\#RI#WKH#FRQVXOWDQWV#ZKR#ZHUH#
KLUHG#KDG#VLJQLILFDQW#SUHYLRXV#H[SHULHQFH#ZRUNLQJ#RQ#SXEOLF0SULYDWH#
SDUWQHUVKLS#DUUDQJHPHQWV#LQ#RWKHU#MXULVGLFWLRQV#LQ#&DQDGD#DQG#HOVHZKHUH1#
:3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
'HFLVLRQ00DNLQJ#
,QIRUPDWLRQ

8158 7KHUH#ZHUH#D#QXPEHU#RI#UHSRUWV#XSRQ#ZKLFK#GHFLVLRQ0PDNLQJ#
ZDV#EDVHG#IRU#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW1#7KH#NH\#UHSRUW#
ZDV#SUHSDUHG#E\#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#,W#GHDOW#ZLWK#WKH#
IHDVLELOLW\#RI#D#SXEOLF0SULYDWH#SDUWQHUVKLS#DUUDQJHPHQW#IRU#WKH#
)UHGHULFWRQ#WR#0RQFWRQ#KLJKZD\#DQG#UHFRPPHQGHG#WKH#VWUXFWXUH#WKDW#
ZDV#VXEVHTXHQWO\#DGRSWHG#IRU#WKH#SURMHFW1#0DWHULDO#IURP#WKDW#UHSRUW#ZDV#
XVHG#H[WHQVLYHO\#E\#GHFLVLRQ0PDNHUV1#2WKHU#UHSRUWV#WKDW#SURYLGHG#
LPSRUWDQW#LQSXW#LQFOXGHG#WKH#SURYLQFLDO#ZKLWH#SDSHU#´+LJKZD\V#IRU#WKH#
1H[W#&HQWXU\µ/#WKH#´)HDVLELOLW\#6WXG\#IRU#7ROO#+LJKZD\V#DQG#3ULYDWH#
6HFWRU#,QYROYHPHQW#IRU#+LJKZD\#'HYHORSPHQW#LQ#1HZ#%UXQVZLFNµ#
SUHSDUHG#E\#$',#/LPLWHG/#DQG#WKH#WUDIILF#VWXG\#SUHSDUHG#E\#:LOEXU#
6PLWK#DQG#$VVRFLDWHV1#$OO#WKHVH#GRFXPHQWV#DUH#GLVFXVVHG#LQ#PRUH#GHWDLO#
LQ#WKH#SURMHFW#FKURQRORJ\#SUHVHQWHG#LQ#$SSHQGL[#,1

8159 $VLGH#IURP#UHSRUWV/#ZH#ZHUH#WROG#WKDW#YDOXDEOH#LQIRUPDWLRQ#ZDV#
REWDLQHG#WKURXJK#GLDORJXH#ZLWK#RWKHU#MXULVGLFWLRQV#WKDW#KDG#HPSOR\HG#
SXEOLF0SULYDWH#SDUWQHUVKLS#PRGHOV#IRU#VLPLODU#SURMHFWV1#7KRVH#SURMHFWV#
LQFOXGHG#WKH#2QWDULR#73:#KLJKZD\/#WKH#1RYD#6FRWLD#KLJKZD\/#DQG#WKH#
&RQIHGHUDWLRQ#EULGJH1

815: :H#QRWHG#RQH#FDVH#ZKHUH#LQIRUPDWLRQ#XVHG#E\#GHFLVLRQ0PDNHUV#
PD\#KDYH#EHHQ#PLVOHDGLQJ1#7KH#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#UHSRUW#
LQFOXGHV#WKH#FRPPHQW/#´«D#SXEOLF#SULYDWH#SDUWQHUVKLS#DSSURDFK#FRXOG#
EH#XVHG#WR#DFKLHYH=#L,#FRQVWUXFWLRQ#FRVW#VDYLQJV#HVWLPDWHG#E\#$',#/WG#RI#
'93#PLOOLRQ«µ#7KH#'93#PLOOLRQ#ILJXUH#FDPH#IURP#D#UHSRUW#E\#$',#
/LPLWHG1#7KDW#FRPSDQ\#ZDV#UHTXHVWHG#LQ#4<<9#WR#SURYLGH#DQ#LQGHSHQGHQW#
DVVHVVPHQW#RI#FRVW#HVWLPDWHV#IRU#GHVLJQ#DQG#FRQVWUXFWLRQ#RI#WKH#SURSRVHG#
7UDQV0&DQDGD#KLJKZD\#EHWZHHQ#)UHGHULFWRQ#DQG#0RQFWRQ1#7HUPV#RI#
UHIHUHQFH#LQFOXGHG#WKH#IROORZLQJ#VWDWHPHQW1

´5HYLHZ#FXUUHQW#SODQV#IRU#WKH#KLJKZD\#DQG#GHYHORS#HVWLPDWHV#
RI#WKH#FRVW#RI#WKH#ZRUN#WR#EH#GRQH#+ERWK#GHVLJQ#DQG#FRQVWUXFWLRQ#
VHSDUDWHO\,1#6HSDUDWH#HVWLPDWHV#DUH#UHTXLUHG#RQ#WKH#EDVLV#RI#
WUDGLWLRQDO#DSSURDFK#WR#GHVLJQLQJ#DQG#EXLOGLQJ#WKURXJK#D#
QXPEHU#RI#WHQGHUHG#FRQWUDFWV/#DQG#RQ#WKH#EDVLV#RI#D#VLQJOH#
GHVLJQ0EXLOG#SURMHFW«&RVWV#RI#GHVLJQLQJ#DQG#LQVWDOOLQJ#WROO#
IDFLOLWLHV#KDYH#QRW#EHHQ#DGGUHVVHG#LQ#WKLV#HVWLPDWH1µ

815; $',#PDGH#WKH#IROORZLQJ#FRPPHQWV#LQ#WKHLU#2FWREHU#4<<9#UHSRUW1

´1«:KHQ#WKH#+LJKZD\#73:#SURMHFW#LQ#2QWDULR#ZDV#LQLWLDWHG/#
GHVLJQ0EXLOG#FRVWV#ZHUH#HVWLPDWHG#DW#<3(#RI#WUDGLWLRQDO#
PHWKRGV1#7KLV#KDV#VLQFH#SURYHQ#DFFXUDWH1111#$QWLFLSDWHG#
VDYLQJV#RQ#GHVLJQ0EXLOG#SURMHFWV#DUH#QRW#DV#PXFK#D#IXQFWLRQ#
RI#WKH#W\SH#RI#SURMHFW#+WUDGLWLRQDO#YV1#GHVLJQ0EXLOG,#DV#WKH\#DUH#
WR#WKH#VFDOH#RI#WKH#XQGHUWDNLQJ1#'HVLJQ0EXLOG#HFRQRPLHV#DUH#
PD[LPL]HG#WKURXJK#ODUJH#VFDOH#YHQWXUHV#VXFK#DV#WKH#
)UHGHULFWRQ#WR#0RQFWRQ#+LJKZD\#3URMHFW1#+RZHYHU/#WKLV#
SURMHFW#LV#VXIILFLHQWO\#ODUJH#WKDW#FRVW#VDYLQJV#FRXOG#DOVR#EH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< :4



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
VLJQLILFDQW#VKRXOG#WKH#GHFLVLRQ#EH#PDGH#WR#EUHDN#WKH#ZRUN#LQWR#
VHYHUDO#VHFWLRQV1µ

´$#GHVLJQ0EXLOG#SURSRQHQW#ZRXOG#H[SHFW#WR#DFKLHYH#HFRQRPLHV#
RQ#KLJKZD\#GHVLJQ#DQG#FRQVWUXFWLRQ#WKURXJK#WKH#IROORZLQJ#
PHDVXUHV=

•###/RQJHU#VHFWLRQV#RI#KLJKZD\#XQGHU#FRQVWUXFWLRQ#DW#WKH#VDPH#
WLPH#ZLWKLQ#WKH#VDPH#FRQWUDFW#ZLOO#HQFRXUDJH#PRUH#HIILFLHQW#
EDODQFLQJ#RI#FXWV#DQG#ILOOV/#HVSHFLDOO\#WKURXJK#XVH#RI#ODUJH#
RII0URDG#HDUWK#PRYLQJ#HTXLSPHQW1

•###/DUJH#FRQWUDFWV#ZLOO#SHUPLW#HVWDEOLVKPHQW#RI#VSHFLDOL]HG#FUHZV#
IRU#VSHFLILF#DQG#UHSHWLWLYH#WDVNV/#KHQFH#PRUH#HIILFLHQF\1#
+L1H1 ([FDYDWLRQ/#ERUURZ/#VXE0EDVH/#HWF1,

•###'XH#WR#WKH#VL]H#RI#GHVLJQ0EXLOG#FRQWUDFWV/#PRELOL]DWLRQ#FRVWV#
ZLOO#EH#UHGXFHG1

•###8QGHU#D#GHVLJQ0EXLOG#DSSURDFK/#WKH#GHVLJQ#UHYLHZ#SURFHVV#
ZLOO#EH#VWUHDPOLQHG1µ

815< 7KH#UHSRUW#JRHV#RQ#WR#OLVW#DUHDV#ZKHUH#HFRQRPLHV#FRXOG#EH#
H[SHFWHG#RQ#EULGJH#VWUXFWXUHV#FRQVWUXFWLRQ1

8163 7KH#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#UHSRUW#LPSOLHG#WKDW#WKH#'93#
PLOOLRQ#FRVW#VDYLQJV#FRXOG#EH#DWWULEXWHG#WR#WKH#SXEOLF0SULYDWH#SDUWQHUVKLS#
VWUXFWXUH1#+RZHYHU/#WKH#RULJLQDO#$',#UHSRUW#FOHDUO\#LQGLFDWHV#WKDW#WKH#
VDYLQJV#UHODWH#WR#HFRQRPLHV#RI#VFDOH/#QRW#SURMHFW#VWUXFWXUH1#7KHUHIRUH/#
ZH#IHHO#WKDW#WKH#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#UHSRUW#PD\#KDYH#PLVOHG#
GHFLVLRQ0PDNHUV#LQ#WKH#GHVLJQ0EXLOG#DUHD1

'HSDUWPHQWDO#FRPPHQWV 8164 :H#EHOLHYH#WKDW#WKH#5%&#'RPLQLRQ#6HFXULWLHV#UHSRUW#LV#TXLWH#
FOHDU#DQG#QRW#PLVOHDGLQJ#ZKHQ#LW#VWDWHV#´111D#SXEOLF#SULYDWH#SDUWQHUVKLS#
DSSURDFK#FRXOG#EH#XVHG#WR#DFKLHYH=#L,#FRQVWUXFWLRQ#FRVW#VDYLQJV#
HVWLPDWHG#E\#$',#/WG#RI#'93#PLOOLRQ111µ1#,W#GRHV#QRW#DWWULEXWH#WKH#VDYLQJV#
WR#WKH#SXEOLF#SULYDWH#SDUWQHUVKLS#EXW#UDWKHU#VWDWHV#WKDW#WKLV#LV#RQH#
SRVVLEOH#ZD\#WR#DFKLHYH#WKH#VDYLQJV#LGHQWLILHG#E\#$',#/WG1#DV#SRVVLEOH#LQ#
D#'HVLJQ0%XLOG#SURMHFW1#7KH#VRXUFH#RI#WKH#VDYLQJV#ZDV#XQGHUVWRRG#E\#WKH#
GHFLVLRQ#PDNHUV1

)UHGHULFWRQ00RQFWRQ#
+LJKZD\#3URMHFW#2EMHFWLYHV

8165 ,Q#RXU#RSLQLRQ/#WKH#VHOHFWLRQ#RI#JRYHUQPHQW#REMHFWLYHV#IRU#WKH#
)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW#ZDV#RQH#RI#WKH#WZR#NH\#GHFLVLRQV#
PDGH#IRU#WKH#SURMHFW1#+7KH#RWKHU#ZDV#WKH#GHFLVLRQ#WR#VLJQ#WKH#ILQDO#
DJUHHPHQW#ZLWK#WKH#0DULWLPH#5RDG#'HYHORSPHQW#&RUSRUDWLRQ1,

8166 7KH#EDVLF#JRYHUQPHQW#JRDO#IRU#WKH#)UHGHULFWRQ00RQFWRQ#
+LJKZD\#SURMHFW#ZDV#WR#LQFUHDVH#SXEOLF#VDIHW\#E\#LPSURYLQJ#WKH#KLJKZD\#
V\VWHP#EHWZHHQ#/RQJV#&UHHN#DQG#0RQFWRQ1#0RUH#VSHFLILF#JRYHUQPHQW#
REMHFWLYHV#IRU#WKH#KLJKZD\#SURMHFW#ZHUH#IRUPXODWHG#DW#WKH#PLQLVWHULDO#
OHYHO#RYHU#D#QXPEHU#RI#\HDUV#RI#SUHOLPLQDU\#SODQQLQJ#VWDUWLQJ#ZLWK#WKH#
:5 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
SURYLQFLDO#´:KLWH#3DSHUµ#LQ#4<<61#:H#IHHO#WKDW#LW#ZRXOG#KDYH#EHHQ#
DSSURSULDWH#WR#OLPLW#WKHVH#JRYHUQPHQW#REMHFWLYHV#WR#VXFK#EURDG#
VWDWHPHQWV#DV#´IRU#ORZHVW#FRVW#WR#WKH#3URYLQFHµ#DQG#´DV#TXLFNO\#DV#
SRVVLEOHµ#UDWKHU#WKDQ#SURYLGLQJ#PRUH#VSHFLILF#REMHFWLYHV#WR#SURYLQFLDO#
VWDII1#'RLQJ#WKLV#ZRXOG#KDYH#HQDEOHG#SURYLQFLDO#VWDII#WR#EH#PRUH#FUHDWLYH#
LQ#FRPSOHWLQJ#WKH#SURMHFW/#ZKLOH#VWLOO#PHHWLQJ#WKH#EURDGHU#JRDOV#DQG#
REMHFWLYHV#RI#JRYHUQPHQW1#'HSDUWPHQWDO#UHSUHVHQWDWLYHV#LQGLFDWHG#WKDW#
WKH#ILQDQFLDO#JRDOV#VHOHFWHG#E\#WKH#JRYHUQPHQW/#DQG#WKH#UHVXOWLQJ#
SXEOLF0SULYDWH#SDUWQHUVKLS#VWUXFWXUH#IRU#WKH#SURMHFW/#OLPLWHG#WKHLU#DELOLW\#
WR#LGHQWLI\#DFFHSWDEOH#DOWHUQDWLYHV#IRU#PDQ\#RI#WKH#SURMHFW#REMHFWLYHV#WKDW#
WKH\#ODWHU#IRUPDOL]HG1#

8167 :H#IRXQG#OLVWV#RI#REMHFWLYHV#LQ#WZR#SODFHV1#7KUHH#JRYHUQPHQW#
ILQDQFLDO#REMHFWLYHV#ZHUH#SURYLGHG#WR#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#
ZKHQ#WKH\#ZHUH#FRQWUDFWHG#WR#SURYLGH#VWUXFWXUDO#UHFRPPHQGDWLRQV#IRU#
WKH#SURMHFW1#,Q#DGGLWLRQ/#D#OLVW#RI#WHQ#SURMHFW#REMHFWLYHV#FRQVLGHUHG#
UHOHYDQW#WR#ELGGHUV#ZDV#GHYHORSHG#E\#GHSDUWPHQWDO#UHSUHVHQWDWLYHV#ZLWK#
WKH#DVVLVWDQFH#RI#KLUHG#FRQVXOWDQWV#DQG#SUHVHQWHG#LQ#WKH#5HTXHVW#IRU#
4XDOLILFDWLRQV#+5)4,#GRFXPHQW1#7KLV#OLVW#ZDV#SUHSDUHG#DIWHU#WKH#5%&#
'RPLQLRQ#6HFXULWLHV#,QF1#LQWHULP#UHSRUW#ZDV#LVVXHG#DQG#WKH#VWUXFWXUH#RI#
WKH#SURMHFW#KDG#EHHQ#GHFLGHG1#,W#DSSHDUHG#DJDLQ#LQ#WKH#5HTXHVW#IRU#
3URSRVDOV#+5)3,#ZLWK#VOLJKWO\#PRGLILHG#ZRUGLQJ1#6RPH#RI#WKHVH#
REMHFWLYHV/#VXFK#DV#WKH#IRXU0\HDU#FRPSOHWLRQ#JRDO/#KDG#DOUHDG\#EHHQ#
UHIHUUHG#WR#E\#JRYHUQPHQW#LQ#WKHLU#SUHYLRXV#DQQRXQFHPHQWV1#:H#
FRQVLGHU#WKH#WKUHH#JRYHUQPHQW#ILQDQFLDO#REMHFWLYHV#FRPELQHG#ZLWK#WKH#WHQ#
SURMHFW#REMHFWLYHV#WR#HQFRPSDVV#WKH#JRYHUQPHQW#REMHFWLYHV#IRU#WKH#
SURMHFW1#

8168 7KH#WKUHH#JRYHUQPHQW#ILQDQFLDO#REMHFWLYHV#SURYLGHG#WR#5%&
'RPLQRQ#6HFXULWLHV#,QF1#ZHUH=

• WR#DYRLG#DQ#LQFUHDVH#LQ#SURYLQFLDO#GHEW>
• WR#DFKLHYH#D#UHDVRQDEOH#FRVW#RI#IXQGV>#DQG
• WR#DFKLHYH#DQ#RSWLPDO#GHJUHH#RI#ULVN#WUDQVIHU#WR#WKH#SULYDWH#VHFWRU1

8169 8SRQ#FRQVLGHUDWLRQ#RI#WKHVH#ILQDQFLDO#REMHFWLYHV/#5%&#'RPLQLRQ#
6HFXULWLHV#,QF1#UHFRPPHQGHG#WKH#SURMHFW#EH#VWUXFWXUHG#DV#D#
SXEOLF0SULYDWH#SDUWQHUVKLS#ZLWK#DW#OHDVW#D#PLQLPXP#OHYHO#RI#IXQGLQJ#
EHLQJ#SURYLGHG#E\#WKLUG#SDUW\#+L1H1#WROO#DQG#DQFLOODU\,#UHYHQXHV1#7KLV#
UHFRPPHQGDWLRQ#ZDV#DFFHSWHG#E\#GHFLVLRQ0PDNHUV#DQG#SURMHFW#SODQQLQJ#
SURFHHGHG#WR#WKH#5)4#SKDVH#XQGHU#WKH#DVVXPSWLRQ#WKDW#D#SXEOLF0SULYDWH#
SDUWQHUVKLS#VWUXFWXUH#ZRXOG#EH#DGRSWHG1#

816: 'HSDUWPHQWDO#VWDII#VDLG#WKDW#WKH#JRYHUQPHQW#REMHFWLYHV#IRU#WKH#
SURMHFW#ZHUH#VRPHWLPHV#FRPSHWLQJ1#)RU#H[DPSOH/#WKH\#XQGHUVWRRG#WKDW#
WUDQVIHUULQJ#ULVNV#DQG#UHTXLULQJ#FHUWDLQ#FRQVWUXFWLRQ#DQG#HQYLURQPHQWDO#
VWDQGDUGV#ZRXOG#OHDG#WR#DGGLWLRQDO#FRVW#IRU#WKH#3URYLQFH1#7KHVH#
REMHFWLYHV#KDG#WR#EH#EDODQFHG#ZKHQ#GHFLGLQJ#ZKDW#WR#LQFOXGH#LQ#WKH#5)31#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< :6



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
816; 2XU#ZRUN#RQ#JRYHUQPHQW#REMHFWLYHV#IRU#WKH#SURMHFW#LQFOXGHG#
GHYHORSLQJ#D#FOHDU#XQGHUVWDQGLQJ#RI#WKH#PHDQLQJ#RI#HDFK#REMHFWLYH1#:H#
WKHQ#DWWHPSWHG#WR#GHWHUPLQH#LI#UHDVRQDEOH#DOWHUQDWLYHV#H[LVWHG#WR#WKRVH#
VHOHFWHG1#:KHUH#UHDVRQDEOH#DOWHUQDWLYHV#GLG#H[LVW/#ZH#GHWHUPLQHG#LI#
DQDO\VHV#KDG#EHHQ#SUHSDUHG#WKDW#FRPSDUHG#WKH#DOWHUQDWLYHV#DQG#PDGH#
GHFLVLRQ0PDNHUV#DZDUH#RI#WKH#OLPLWDWLRQV#WKHLU#VHOHFWLRQ#ZRXOG#PDNH#RQ#
VWUXFWXUDO#RSWLRQV#IRU#WKH#SURMHFW#DV#ZHOO#DV#WKH#EHQHILWV1#:H#WKHQ#
DVVHVVHG#WKH#REMHFWLYH#VHOHFWHG#IRU#UHDVRQDEOHQHVV#JLYHQ#WKH#LQIRUPDWLRQ#
SUHVHQWHG1#*RYHUQPHQW#REMHFWLYHV#IRU#WKH#SURMHFW#DUH#GLVFXVVHG#
LQGLYLGXDOO\#EHORZ1#

816< ,Q#GRLQJ#RXU#UHYLHZ#RI#REMHFWLYHV/#ZH#QRWHG#D#ODFN#RI#
GRFXPHQWDWLRQ#VXSSRUWLQJ#WKH#VHOHFWLRQ#RI#VSHFLILF#REMHFWLYHV#ZKHUH#
UHDVRQDEOH#DOWHUQDWLYHV#H[LVWHG1#/DFN#RI#VWDII#LQYROYHPHQW#PD\#EH#WKH#
UHDVRQ#IRU#WKLV#GHILFLHQF\#LQ#WKH#FDVH#RI#JRYHUQPHQW#ILQDQFLDO#REMHFWLYHV1#
7KH#'HSDUWPHQWV#RI#7UDQVSRUWDWLRQ#DQG#)LQDQFH#LQGLFDWHG#WKDW#WKH\#RQO\#
EHFDPH#LQYROYHG#LQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#IRU#WKLV#SURMHFW#DIWHU#WKH#
RIILFLDO#DQQRXQFHPHQW#WKDW#WKH#SURMHFW#ZRXOG#SURFHHG/#LQ#-XQH#RI#4<<91#
+RZHYHU/#WKHUH#LV#HYLGHQFH#WKDW#WKHVH#LVVXHV#ZHUH#GLVFXVVHG#DW#WKH#
SROLWLFDO#OHYHO#SULRU#WR#WKDW#GDWH/#LQFOXGLQJ#WKH#YDULRXV#UHSRUWV#WKDW#ZHUH#
UHTXHVWHG#DV#SUHYLRXVO\#GLVFXVVHG#DQG#+DQVDUG#GRFXPHQWDWLRQ#IURP#WKH#
/HJLVODWLYH#$VVHPEO\1#'HSDUWPHQWDO#UHSUHVHQWDWLYHV#LQGLFDWHG#WKDW#YHU\#
WLJKW#WLPHOLQHV#IRU#SODQQLQJ#WKH#SURMHFW#OHG#WR#WKH#ODFN#RI#GRFXPHQWDWLRQ#
VXSSRUWLQJ#SURMHFW#REMHFWLYHV#VHOHFWHG#IRU#LQFOXVLRQ#LQ#WKH#5)4#DQG#5)31#
7KH\#GLG#QRWH/#KRZHYHU/#WKDW#GHFLVLRQV#UHODWHG#WR#SURMHFW#REMHFWLYHV#ZHUH#
VXEMHFW#WR#LQWHQVLYH#GLVFXVVLRQ#DQG#GHEDWH#EHWZHHQ#GHSDUWPHQWDO#VWDII#
DQG#KLUHG#FRQVXOWDQWV1

*RYHUQPHQW#ILQDQFLDO#
REMHFWLYHV

8173 $V#SUHYLRXVO\#QRWHG/#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#ZDV#JLYHQ#
WKUHH#JRYHUQPHQW#ILQDQFLDO#REMHFWLYHV#LQ#WKHLU#ZRUN#IRU#WKH#3URYLQFH#
HDUO\#LQ#4<<91#7ZR#RI#WKHP#UHODWHG#GLUHFWO\#WR#ILQDQFLQJ#DVSHFWV#RI#WKH#
SURSRVHG#SURMHFW1#7KH\#ZHUH/#´WR#DYRLG#DQ#LQFUHDVH#LQ#SURYLQFLDO#GHEWµ/#
DQG#´WR#DFKLHYH#D#UHDVRQDEOH#FRVW#RI#IXQGV1µ#7KH\#DUH#GLVFXVVHG#EHORZ1#
7KH#WKLUG#UHODWHV#WR#ULVN#WUDQVIHU#DQG#LV#FRYHUHG#XQGHU#´3URMHFW#
2EMHFWLYH 7µ#ODWHU#LQ#WKLV#FKDSWHU1

7R#DYRLG#DQ#LQFUHDVH#LQ#
SURYLQFLDO#GHEW

8174 7KLV#REMHFWLYH#FDQ#EH#LQWHUSUHWHG#DV#UHTXLULQJ#WKH#3URYLQFH#WR#
HQWHU#LQWR#DQ#RSHUDWLQJ#OHDVH#DUUDQJHPHQW#DQG#WR#KDYH#DQ#DUP·V#OHQJWK#
WKLUG#SDUW\#DUUDQJH#IRU#WKH#ILQDQFLQJ#RI#WKH#SURMHFW1#7KH#REYLRXV#
DOWHUQDWLYH#ZRXOG#EH#QRW#WR#KDYH#VXFK#DQ#REMHFWLYH/#WKHUHE\#SHUPLWWLQJ#
WKH#3URYLQFH#WR#ILQDQFH#WKH#SURMHFW1

8175 7KHUH#ZHUH#WZR#DUJXPHQWV#PDGH#VXSSRUWLQJ#WKH#QHHG#IRU#WKLV#
REMHFWLYH1#7KH#ILUVW#ZDV#WKH#SRVVLEOH#HIIHFW#RI#PRUH#SURYLQFLDO#ERUURZLQJ#
RQ#WKH#SURYLQFLDO#GHEW#UDWLQJ/#DQG#WKHUHIRUH#IXWXUH#ERUURZLQJ#UDWHV1#7KH#
VHFRQG#ZDV#WKH#UHTXLUHPHQW#RI#WKH#3URYLQFH#WR#OLYH#ZLWKLQ#WKH#ILQDQFLDO#
ERXQGDULHV#HVWDEOLVKHG#E\#WKH#SURYLQFLDO#EDODQFHG#EXGJHW#OHJLVODWLRQ1
:7 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
8176 7KH#DUJXPHQW#WKDW#DGGLWLRQDO#ERUURZLQJ#E\#WKH#3URYLQFH#PD\#
DGYHUVHO\#DIIHFW#WKH#IXWXUH#ERUURZLQJ#UDWH#VXSSRVHV#WKDW#WKH#GHEW#UDWLQJ#
DJHQFLHV#ZRXOG#LJQRUH#GHEW#LVVXHG#E\#D#WKLUG#SDUW\/#EXW#VXSSRUWHG#E\#
JRYHUQPHQW#SD\PHQWV1#,Q#IDFW/#LQ#WKHLU#4<<:#UHSRUW/#5%&#'RPLQLRQ#
6HFXULWLHV#,QF1#PDGH#WKH#IROORZLQJ#VWDWHPHQW#LQ#UHIHUULQJ#WR#WKH#OLNHO\#
HIIHFW#RI#SURMHFW#GHEW#EHLQJ#LVVXHG#E\#3URMHFW#&R1

´111#&UHGLW#UDWLQJ#DJHQFLHV#ZLOO#FRXQW#'8;3#PLOOLRQ#
FRPPLWPHQW#+;<(#RI#FDSLWDO#FRVWV,#QRZ#111µ

8177 7KHLU#RSLQLRQ#ZDV#FRQILUPHG#LQ#D#1RYHPEHU#4<<;#6WDQGDUG#DQG#
3RRUV#UHSRUW#WKDW#GLVFXVVHG#WKH#4#-XQH#4<<;#DIILUPDWLRQ#RI#WKH#3URYLQFH#
RI#1HZ#%UXQVZLFN·V#FUHGLW#UDWLQJ1

´7D[0VXSSRUWHG#GHEW#+QHW#RI#FDVK#KROGLQJV,/#ZKLFK#LQFOXGHV#DOO#
SURYLQFLDO#GLUHFW#DQG#JXDUDQWHHG#GHEW#DV#ZHOO#DV#PXQLFLSDO#
GHEW/#EXW#H[FOXGHV#WKH#VHOI0VXSSRUWLQJ#REOLJDWLRQV#RI#1%#
3RZHU«URVH#RQFH#DJDLQ#LQ#ILVFDO#4<<;1#7KLV#ZDV#HQWLUHO\#GXH#
WR#WKH#LVVXDQFH#RI#OHDVH0EDVHG#GHEW#+QRW#GLUHFWO\#E\#WKH#
SURYLQFH/#EXW#E\#WKH#1HZ#%UXQVZLFN#+)00,#3URMHFW#&R1/#D#
QRW0IRU0SURILW#FRPSDQ\#LQFRUSRUDWHG#HDUOLHU#WKLV#\HDU,#WR#KHOS#
ILQDQFH#WKH#FRQVWUXFWLRQ#RI#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#
SURMHFW1#:KLOH#WKLV#GHEW#GRHV#QRW#UHSUHVHQW#D#GLUHFW#REOLJDWLRQ#
RI#WKH#1HZ#%UXQVZLFN#JRYHUQPHQW/#DQG#WKHUHIRUH#GRHV#QRW#
DIIHFW#SURYLQFLDO#GLUHFW#GHEW«/#6WDQGDUG#DQG#3RRUV#FRQVLGHUV#
LW#DSSURSULDWH#WR#WUHDW#LW#DV#WD[0VXSSRUWHG#GHEW#EHFDXVH#WKH#
SURYLQFH#+WKURXJK#LWV#&URZQ#&RUSRUDWLRQ/#1HZ#%UXQVZLFN#
+LJKZD\#&RUS1,#LV#XOWLPDWHO\#UHVSRQVLEOH#IRU#PDNLQJ#WKH#
VXEOHDVH#SD\PHQWV#WR#FRYHU#WKH#GHEW#VHUYLFH#RQ#WKH#OHDVH0EDVHG#
GHEW1#7KHVH#SD\PHQWV#ZLOO#EH#D#FKDUJH#RQ#WKH#SURYLQFH·V#
FRQVROLGDWHG#IXQG/#DUH#VWDWXWRU\#DSSURSULDWLRQV#WKDW#DUH#QRW#
UHTXLUHG#WR#EH#YRWHG#RQ#DQQXDOO\#E\#WKH#/HJLVODWLYH#$VVHPEO\#
RI#WKH#SURYLQFH/#DQG#PXVW#EH#SDLG#IURP#WKH#GDWH#WKDW#WKH#
KLJKZD\#LV#IXOO\#RSHQ#WR#WUDIILF#IRU#WKH#IXOO#WHUP#RI#WKH#
OHDVH0EDVHG#GHEW1µ

8178 6R/#WKH#RQO\#GHEW#WKDW#WKH#3URYLQFH#ZRXOG#KDYH#DYRLGHG#LQ#WKHLU#
FUHGLW#UDWLQJ#HYDOXDWLRQ#ZRXOG#KDYH#EHHQ#WKH#WROO0EDVHG#GHEW#RI#'4:718#
PLOOLRQ1#7KDW#LV#EHFDXVH#LW#ZLOO#QRW#EH#UHSDLG#WKURXJK#SURYLQFLDO#WD[#
UHYHQXHV/#EXW#UDWKHU#E\#KLJKZD\#XVHU#WROOV1#7KH#3URYLQFH#ZDV#DZDUH#RI#
WKH#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#RSLQLRQ#RQ#WKH#OLNHO\#WUHDWPHQW#RI#WKH#
OHDVH0EDVHG#GHEW/#DQG#FKRVH#WR#DGRSW#WKH#SXEOLF0SULYDWH#SDUWQHUVKLS#
VWUXFWXUH#DQ\ZD\1#7KHUHIRUH/#ZH#GR#QRW#IHHO#WKDW#WKH#SRVVLEOH#HIIHFW#RQ#
WKH#SURYLQFLDO#FUHGLW#UDWLQJ#RI#DGGLWLRQDO#GHEW#VKRXOG#KDYH#EHHQ#D#
VLJQLILFDQW#IDFWRU#LQ#WKH#DGRSWLRQ#RI#WKLV#REMHFWLYH1#

8179 7KH#RWKHU#DUJXPHQW#PDGH#IRU#DGRSWLQJ#WKLV#REMHFWLYH#ZRXOG#EH#
WKDW#EDODQFHG#EXGJHW#OHJLVODWLRQ#ZRXOG#QRW#EH#PHW#LI#KLJKZD\#GHVLJQ#DQG#
FRQVWUXFWLRQ#FRVWV#ZHUH#WUHDWHG#DV#FDSLWDO#H[SHQGLWXUHV#RYHU#D#IRXU#\HDU#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< :8



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
FRQVWUXFWLRQ#SHULRG1#7KLV#LVVXH#ZDV#DOVR#FRYHUHG#LQ#WKH#5%&#'RPLQLRQ#
6HFXULWLHV#,QF1#UHSRUW#WR#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN#GDWHG#58#-XQH#
4<<:1#7KH#UHSRUW#VWDWHV/#´7R#DFKLHYH#WKH#3URYLQFH·V#ILVFDO#REMHFWLYHV/#LW#
LV#LPSRUWDQW#WKDW#WKH#ILQDQFLQJ#DSSURDFK#DFKLHYHV#RSHUDWLQJ#OHDVH#
WUHDWPHQW#DQG#GRHV#QRW#UHVXOW#LQ#FRQVROLGDWLRQ#RI#WKH#SURMHFW#ILQDQFLQJ#
RQWR#WKH#DFFRXQWV#RI#WKH#3URYLQFH1µ

817: 2Q#4<#'HFHPEHU#4<<:/#WKH#0LQLVWHU#RI#)LQDQFH#PDGH#WKH#
IROORZLQJ#FRPPHQWV#LQ#WKH#/HJLVODWLYH#$VVHPEO\=

´:H#FRXOG#SUREDEO\#EXLOG#LW#LI#ZH#GHFLGHG#ZH#ZRXOG#QRW#WRXFK#
RQH#VLQJOH#NLORPHWUH#RU#PLOH#RI#URDG#DQ\ZKHUH#HOVH#LQ#WKH#
SURYLQFH1#2YHU#WKH#QH[W#IRXU#\HDUV/#LI#ZH#GHGLFDWHG#HYHU\#
VLQJOH#SHQQ\#RI#FDSLWDO#FRQVWUXFWLRQ#WR#WKLV#SURMHFW/#ZH#
SUREDEO\#FRXOG#GR#VRPHWKLQJ1#+RZHYHU/#LI#ZH#IROORZHG#WKH#
QRUPDO#ILVFDO#IUDPHZRUN/#LI#ZH#WRRN#LQWR#DFFRXQW#WKH#IDFW#WKDW#
ZH#KDYH#EDODQFHG#EXGJHW#OHJLVODWLRQ#WKDW#ZH#KDYH#WR#UHVSHFW/#
LW#ZRXOG#WDNH#XV#EHWZHHQ#48#WR#53#\HDUV#WR#DFFRPSOLVK#WKLV1#
$OO#ZH#DUH#VD\LQJ#WR#\RX#LV#WKDW#LW#LV#QRW#XQFRPPRQ#IRU#D#
MXULVGLFWLRQ#WR#PRYH#LQWR#WKLV#DUHD#RI#SDUWQHULQJ#ZLWK#WKH#
SULYDWH#VHFWRU#WR#DFFRPSOLVK#SURMHFWV#WKDW#ZRXOG#RWKHUZLVH#
WDNH#D#ORW#ORQJHU#IRU#XV#WR#GR1#«#:K\#DUH#ZH#GRLQJ#WKH#SURMHFW"#
:K\#LV#LW#D#EHWWHU#GHDO"#,W#LV#D#EHWWHU#GHDO#EHFDXVH#ZH#ZRXOG#
QRW#KDYH#WKH#SURMHFW#LI#ZH#GLGQ·W#GR#LW#ZLWK#WKH#DLG#RI#WKH#SULYDWH#
VHFWRU#SDUWQHULQJ1#:H#VLPSO\#FDQQRW#DIIRUG#WR#GR#LW#LQ#WKH#
QRUPDO#FLUFXPVWDQFHV#EHFDXVH#RI#RXU#ILQDQFLDO#VLWXDWLRQ1µ

817; $OVR#RQ#4:#'HFHPEHU#4<<:#LQ#WKH#/HJLVODWLYH#$VVHPEO\#WKH#
0LQLVWHU#RI#7UDQVSRUWDWLRQ#PDGH#WKH#IROORZLQJ#VWDWHPHQW1#´7KH#GHFLVLRQ#
ZDV#PDGH#E\#&DELQHW#WKDW#ZH#ZRXOG#KDYH#D#WROO#KLJKZD\11111%XW#WKH#IDFW#
RI#WKH#PDWWHU#ZDV#ZLWK#QR#WROO#KLJKZD\/#ZH#ZRXOG#QRW#KDYH#D#KLJKZD\111µ#

817< ,Q#RXU#RSLQLRQ/#WKHVH#FRPPHQWV#GR#QRW#UHIHU#WR#D#ODFN#RI#
DYDLODEOH#ERUURZLQJ#URRP#IRU#WKH#3URYLQFH1#7KH\#ZRXOG#KDYH#QHHGHG#
RQO\#WR#ERUURZ#DQG#VHUYLFH#DQ#DGGLWLRQDO#'4:718#PLOOLRQ#LQ#WROO0EDVHG#
GHEW1#5DWKHU#LW#UHIHUV#WR#WKH#QHHG/#DOOXGHG#WR#E\#5%&#'RPLQLRQ#
6HFXULWLHV#,QF1/#WR#KDYH#DW#OHDVW#44(#RI#WRWDO#IXQGLQJ#IRU#WKH#SURMHFW#FRPH#
IURP#RXWVLGH#RI#JRYHUQPHQW1#7KLV#PLQLPXP#OHYHO#RI#WROO#UHYHQXH#ZDV#
QHFHVVDU\#WR#HQVXUH#WKH#SURMHFW#ZRXOG#TXDOLI\#IRU#RSHUDWLQJ#OHDVH#
WUHDWPHQW#XQGHU#FXUUHQW#DFFRXQWLQJ#UXOHV1

8183 ,Q#RXU#RSLQLRQ/#WKH#SURYLQFLDO#EDODQFHG#EXGJHW#OHJLVODWLRQ#OHG#WR#
GHFLVLRQ0PDNHUV#DGRSWLQJ#WKH#REMHFWLYH#´WR#DYRLG#DQ#LQFUHDVH#LQ#
SURYLQFLDO#GHEW1µ#+RZHYHU/#ZH#VDZ#QR#HYLGHQFH#WKDW#FRQVLGHUDWLRQ#ZDV#
JLYHQ#WR#PDNLQJ#D#RQH0WLPH#H[FHSWLRQ#DQG#LJQRULQJ#WKH#EDODQFHG#EXGJHW#
OHJLVODWLRQ#IRU#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW1#6LQFH#WKH#
EDODQFHG#EXGJHW#OHJLVODWLRQ#GRHV#QRW#LPSRVH#DQ\#SHQDOWLHV#RQ#WKH#
3URYLQFH#ZKHQ#LW#LV#QRW#PHW/#ZH#IHHO#WKDW#VXFK#DQ#RSWLRQ#VKRXOG#KDYH#
EHHQ#FRQVLGHUHG1#1RW#VHWWLQJ#WKLV#REMHFWLYH#IRU#WKH#SURMHFW#ZRXOG#KDYH#
IUHHG#WKH#3URYLQFH#XS#WR#LVVXH#GHEW#IRU#WKH#SURMHFW#GLUHFWO\1#7KH#
:9 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
LPSOLFDWLRQV#RI#GLUHFW#SURYLQFLDO#GHEW#LVVXDQFH#ZLOO#EH#GLVFXVVHG#ODWHU#LQ#
WKLV#FKDSWHU1#

7R#DFKLHYH#D#UHDVRQDEOH#FRVW#RI#
IXQGV

8184 7KLV#REMHFWLYH#LV#UHODWHG#WR#WKH#YDOXH0IRU0PRQH\#REMHFWLYH/#EXW#
UHFRJQL]HG#WKDW#WKH#ERUURZLQJ#FRVW#IRU#WKLV#SURMHFW#ZRXOG#EH#VRPHZKDW#
KLJKHU#EHFDXVH#GHEW#ZRXOG#EH#LVVXHG#E\#D#WKLUG#SDUW\#UDWKHU#WKDQ#WKH#
3URYLQFH1#7KLV#KLJKHU#ERUURZLQJ#FRVW#ZDV#HIIHFWLYHO\#SD\PHQW#IRU#
WUDQVIHU#RI#FHUWDLQ#UHSD\PHQW#ULVNV#WR#WKH#SULYDWH#VHFWRU1

8185 5%&#'RPLQLRQ#6HFXULWLHV#,QF1#UHIOHFWHG#WKLV#LQ#FRPPHQWV#LQ#
WKHLU#4<<:#UHSRUW1

´1111:H#HVWLPDWHG#D#FRVW#RI#IXQGV#RI#63#EDVLV#SRLQWV#DERYH#WKH#
3URYLQFH·V#63#\HDUV#EXOOHW#ERQG#UDWH#IRU#WKH#OHDVH0EDVHG#GHEW#
DQG#D#FRVW#RI#IXQGV#RI#433#WR#458#EDVLV#SRLQWV#RYHU#&DQDGD#
ERQGV#RI#VLPLODU#GXUDWLRQ#IRU#WKH#WROO0EDVHG#SRUWLRQ1#2Q#D#
EOHQGHG#EDVLV/#WKH#FRVW#RI#IXQGV#WKHQ#UHSUHVHQWV#D#69#WR#6;18#
EDVLV#SRLQW#SUHPLXP#WR#WKH#3URYLQFH·V#63#\HDU#EXOOHW#ERQG#
UDWH1µ

8186 7KLV#REMHFWLYH#LV#FORVHO\#OLQNHG#WR#WKH#SUHYLRXV#REMHFWLYH#´WR#
DYRLG#DQ#LQFUHDVH#LQ#SURYLQFLDO#GHEW1µ#,Q#RUGHU#WR#PHHW#WKDW#REMHFWLYH/#LW#
ZDV#QHFHVVDU\#WR#KDYH#GHEW#LVVXHG#E\#D#WKLUG#SDUW\1#7KH#GHEW#FRXOG#KDYH#
EHHQ#LVVXHG#DW#WKH#SURYLQFLDO#ERUURZLQJ#UDWH#KDG#WKH#3URYLQFH#FKRVHQ#WR#
JXDUDQWHH#LWV#UHSD\PHQW1#+RZHYHU/#WKLV#ZRXOG#KDYH#SUHFOXGHG#PHHWLQJ#
WKH#ILUVW#ILQDQFLDO#REMHFWLYH#EHFDXVH#WKH#IXOO#DPRXQW#RI#WKH#VXE0OHDVH#
FRPPLWPHQW#ZRXOG#KDYH#KDG#WR#EH#UHFRUGHG#DV#GHEW1#&RQYHUVHO\/#KDG#WKH#
3URYLQFH#JXDUDQWHHG#UHSD\PHQW#RI#WKH#GHEW/#RU#KDG#GHEW#EHHQ#LVVXHG#
GLUHFWO\#E\#WKH#3URYLQFH/#D#´FRVW#RI#IXQGVµ#REMHFWLYH#ZRXOG#QRW#KDYH#
EHHQ#QHHGHG1#

2WKHU#JRYHUQPHQW#SURMHFW#
REMHFWLYHV#DV#GRFXPHQWHG#LQ#WKH#
UHTXHVW#IRU#SURSRVDOV

3URMHFW#2EMHFWLYH#4/#´7R#HQVXUH#WKH#VDIHW\#RI#WKH#WUDYHOOLQJ#SXEOLF1µ

8187 7KH#SURYLQFLDO#ZKLWH#SDSHU#´+LJKZD\V#IRU#WKH#1H[W#&HQWXU\µ#
WKDW#ZDV#UHOHDVHG#RQ#5;#6HSWHPEHU#4<<6#LGHQWLILHG#VDIHW\#DV#D#PDMRU#
FRQFHUQ#ZLWK#WKH#H[LVWLQJ#KLJKZD\#EHWZHHQ#)UHGHULFWRQ#DQG#0RQFWRQ1#,W#
ZDV#IHOW#WKDW#E\#H[SDQGLQJ#WKH#7UDQV0&DQDGD#+LJKZD\#WR#IRXU#ODQHV/#LW#
ZRXOG#EH#VDIHU#IRU#WUDYHOOHUV1#:H#GLG#QRW#DWWHPSW#WR#LGHQWLI\#DOWHUQDWLYH#
KLJKZD\#VWUXFWXUHV#RU#GHWHUPLQH#LI#VWDWLVWLFDO#HYLGHQFH#VXSSRUWHG#WKH#
LPSURYHG#VDIHW\#FODLPV#VXUURXQGLQJ#WKH#IRXU0ODQH#RSWLRQ1#$V#ZH#KDYH#
DOUHDG\#VWDWHG/#ZH#IHHO#WKDW#WKH#EDVLF#JRDO#RI#WKH#SURMHFW#ZDV#WR#LPSURYH#
SXEOLF#VDIHW\1#7KHUH#LV#QR#UHDVRQDEOH#DOWHUQDWLYH#WR#WKLV#REMHFWLYH1

3URMHFW#2EMHFWLYH#5/#´7R#HQVXUH#WKDW#WKH#+LJKZD\#LV#GHYHORSHG/#GHVLJQHG/#
FRQVWUXFWHG/#RSHUDWHG/#PDQDJHG/#PDLQWDLQHG#DQG#UHKDELOLWDWHG#LQ#D#
PDQQHU#WKDW#PHHWV#RU#H[FHHGV#FXUUHQW#3URYLQFLDO#VWDQGDUGV1µ

8188 7KH#UHIHUHQFH#WR#SURYLQFLDO#´VWDQGDUGVµ#UHIHUV#WR#WKH#1HZ#
%UXQVZLFN#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#+'27,#VWDQGDUGV1#$Q#
HYDOXDWLRQ#RI#'27·V#VWDQGDUGV#ZDV#EH\RQG#WKH#VFRSH#RI#RXU#ZRUN/#VR#ZH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< ::



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
DUH#DVVXPLQJ#WKDW#WKH\#DUH#DSSURSULDWH#LQ#WKH#FLUFXPVWDQFHV1#7KHUHIRUH/#
ZH#IHHO#WKDW#WKHUH#LV#QR#UHDVRQDEOH#DOWHUQDWLYH#WR#WKLV#REMHFWLYH1

3URMHFW#2EMHFWLYH#6/#´7R#HQVXUH#WKDW#WKH#+LJKZD\#LV#GHYHORSHG/#GHVLJQHG/#
FRQVWUXFWHG/#RSHUDWHG/#PDQDJHG/#PDLQWDLQHG#DQG#UHKDELOLWDWHG#LQ#DQ#
HQYLURQPHQWDOO\#UHVSRQVLEOH#PDQQHU1µ

8189 ´(QYLURQPHQWDOO\#UHVSRQVLEOH#PDQQHUµ#LV#GHILQHG#IRU#SXUSRVHV#
RI#WKLV#REMHFWLYH#DV#FRPSO\LQJ#ZLWK#SURYLQFLDO#HQYLURQPHQWDO#ODZV#DQG#
UHJXODWLRQV1#$V#ZLWK#WKH#'27#VWDQGDUGV/#LW#LV#EH\RQG#WKH#VFRSH#RI#RXU#
ZRUN#WR#HYDOXDWH#SURYLQFLDO#HQYLURQPHQWDO#VWDQGDUGV1#7KHUHIRUH/#ZH#DUH#
DVVXPLQJ#WKDW#WKH\#DUH#DSSURSULDWH#LQ#WKH#FLUFXPVWDQFHV#DQG#WKDW#WKHUH#LV#
QR#UHDVRQDEOH#DOWHUQDWLYH#WR#WKLV#REMHFWLYH1

3URMHFW#2EMHFWLYH#7/#´7R#VKDUH#WKH#ULVNV#RI#WKH#3URMHFW#EHWZHHQ#WKH#
SULYDWH#DQG#SXEOLF#VHFWRUV1µ

818: 7KLV#REMHFWLYH#ZDV#GHYHORSHG#RQFH#LW#ZDV#GHFLGHG#WR#FRQVLGHU#
DGRSWLQJ#D#SXEOLF0SULYDWH#SDUWQHUVKLS#PRGHO#IRU#WKLV#SURMHFW1#6LQFH#DOO#
KLJKZD\#SURMHFWV#FRPSOHWHG#LQ#WKH#3URYLQFH#LQYROYH#WKH#VKDULQJ#RI#ULVN#
WR#VRPH#GHJUHH#ZLWK#WKH#SULYDWH#VHFWRU/#WKH#REMHFWLYH#DSSHDUV#UHDVRQDEOH#
DV#ZULWWHQ1#+RZHYHU/#LW#DSSHDUV#WKDW#WKH#LQWHQW#LV#PRUH#LQ#OLQH#ZLWK#RQH#RI#
WKH#ILQDQFLDO#REMHFWLYHV#SURYLGHG#WR#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#E\#
WKH#3URYLQFH#LQ#WKHLU#HQJDJHPHQW#WR#DQDO\]H#WKH#IHDVLELOLW\#RI#DSSO\LQJ#D#
SXEOLF0SULYDWH#SDUWQHUVKLS#DSSURDFK#WR#WKH#)UHGHULFWRQ#WR#0RQFWRQ#
+LJKZD\#SURMHFW1#7KDW#REMHFWLYH#ZDV#´WR#DFKLHYH#DQ#RSWLPDO#GHJUHH#RI#
ULVN#WUDQVIHU1µ#7KHUHIRUH/#LW#DSSHDUV#WKDW#WKH#GHILQLWLRQ#RI#3URMHFW#
2EMHFWLYH#7#H[FHHGV#WUDGLWLRQDO#'27#SUDFWLFH1#7KH#5)3#VXPPDU\#RI#
YDULRXV#ULVN#FRPSRQHQWV#RI#WKH#SURMHFW#DQG#ZKR#ZLOO#EHDU#WKHP#FRQILUPV#
WKLV#LQWHUSUHWDWLRQ1#

818; 0XFK#RI#WKH#ULVN#VKDULQJ#DQDO\VLV#WKDW#ZDV#FRPSOHWHG#ZDV#
SHUIRUPHG#E\#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#SXUVXDQW#WR#WKH#DVVLJQPHQW#
GLVFXVVHG#DERYH1#+RZHYHU/#ZH#IRXQG#QR#LQGLFDWLRQ#WKDW#FRVW#EHQHILW#
DQDO\VHV#ZHUH#SHUIRUPHG#E\#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#RU#WKH#
3URYLQFH#FRYHULQJ#WKH#WUDQVIHU#RI#DGGLWLRQDO#ULVNV#WR#WKH#SULYDWH#VHFWRU1#
$GGLWLRQDOO\/#ZH#VDZ#QR#HYLGHQFH#WKDW#RWKHU#ULVN#WUDQVIHU#RSWLRQV#ZHUH#
FRQVLGHUHG1#:H#ZHUH#WROG#WKDW#GHSDUWPHQWDO#UHSUHVHQWDWLYHV#DQG#RXWVLGH#
FRQVXOWDQWV#KHOG#H[WHQVLYH#GLVFXVVLRQV#UHODWLQJ#WR#ULVN#WUDQVIHU#DQG#IHOW#
WKH#REMHFWLYH#VHOHFWHG#ZDV#PRVW#DSSURSULDWH#LQ#WKH#FLUFXPVWDQFHV1#
+RZHYHU/#WKLV#GHFLVLRQ#ZDV#QRW#VXSSRUWHG#E\#GRFXPHQWHG#DQDO\VHV1#

818< :H#GLG#VRPH#TXDQWLWDWLYH#DQDO\VLV#RQ#ILQDQFLQJ#ULVNV#WUDQVIHUUHG#
WKDW#LV#GLVFXVVHG#ODWHU#LQ#WKLV#FKDSWHU1

3URMHFW#2EMHFWLYH#8/#´7R#REWDLQ#RSWLPDO#YDOXH#IRU#PRQH\#IRU#1HZ#
%UXQVZLFN#+LJKZD\#&RUSRUDWLRQ#+1%+&,1µ#

8193 &&$)2)&9,#GHILQHV#YDOXH#IRU#PRQH\#DV#´WKH#WHUP#WKDW#
VXPPDUL]HV#WKUHH#VHSDUDWH#EXW#LQWHUUHODWHG#YDOXHV=#HFRQRP\/#HIILFLHQF\/#
DQG#HIIHFWLYHQHVV111%#)RU#WKLV#SURMHFW/#GHSDUWPHQWDO#UHSUHVHQWDWLYHV#WROG#
:; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
XV#WKDW#LW#ZDV#LQLWLDOO\#GHILQHG#DV#´ORZHVW#FRVW/#EHVW#TXDOLW\#ZLWK#
FRQVLGHUDWLRQ#RI#ULVN1µ#,W#ZDV#VXEVHTXHQWO\#FKDQJHG#WR#PDNH#LW#PRUH#
VSHFLILF/#EXW#QRW#XQWLO#DIWHU#WKH#5)3#ZDV#ILQDOL]HG1#:H#IHHO#WKDW#WKH#
3URYLQFH#VKRXOG#DOZD\V#VWULYH#WR#DFKLHYH#RSWLPDO#YDOXH#IRU#PRQH\#LQ#
HYHU\#SURMHFW#LW#XQGHUWDNHV1#,Q#RXU#RSLQLRQ#WKHUH#GRHV#QRW#DSSHDU#WR#EH#D#
UHDVRQDEOH#DOWHUQDWLYH#WR#WKLV#REMHFWLYH1

3URMHFW#2EMHFWLYH#9/#́ 7R#PLQLPL]H#WKH#ILQDQFLDO#FRQWULEXWLRQ#RI#1%+&#WR#
WKH#3URMHFW1µ

8194 2XU#XQGHUVWDQGLQJ#LV#WKDW#WKLV#REMHFWLYH#PHDQV#WR#PLQLPL]H#JURVV#
SURYLQFLDO#SD\PHQWV#WR#WKH#3URMHFW#&R1#WKURXJK#1%+&1#7KH#REMHFWLYH#
GRHV#QRW#IDFWRU#LQ#WKH#FRVW#RI#WROOV#WR#SURYLQFLDO#WD[SD\HUV1#$GGLWLRQDOO\/#
LW#GRHV#QRW#FRQVLGHU#WKH#QHWWLQJ#HIIHFW#RI#FRQFHVVLRQ#IHHV#+L1H1#H[FHVV#WROO#
UHYHQXHV,#WR#EH#SDLG#WR#1%+&#E\#3URMHFW#&R1#7KLV#VHFRQG#RPLVVLRQ#LV#
GLVFXVVHG#ODWHU#LQ#WKLV#FKDSWHU1

8195 $#UHDVRQDEOH#DOWHUQDWLYH#WR#WKLV#REMHFWLYH#ZRXOG#KDYH#EHHQ#´WR#
PLQLPL]H#WKH#ILQDQFLDO#FRQWULEXWLRQ#RI#1HZ#%UXQVZLFN#WD[SD\HUV#WR#WKH#
3URMHFW1µ#$V#WKH#SURYLQFLDO#JRYHUQPHQW#UHSUHVHQWV#WKH#WD[SD\HUV#RI#WKH#
3URYLQFH/#ZH#ZRXOG#KDYH#H[SHFWHG#WKLV#RSWLRQ#WR#KDYH#EHHQ#FRQVLGHUHG1#
+RZHYHU/#ZH#IRXQG#QR#HYLGHQFH#WKDW#WKLV#RU#DQ\#RWKHU#DOWHUQDWLYH#ZDV#
FRQVLGHUHG1#$GGLWLRQDOO\/#ZH#VDZ#QR#TXDQWLWDWLYH#RU#TXDOLWDWLYH#DQDO\VHV#
VXSSRUWLQJ#WKH#REMHFWLYH#WKDW#ZDV#VHOHFWHG/#DQG#QR#HYLGHQFH#WKDW#
([HFXWLYH#&RXQFLO#ZDV#PDGH#DZDUH#RI#WKH#HIIHFW#WKHLU#VHOHFWLRQ#RI#WKLV#
REMHFWLYH#ZRXOG#KDYH#RQ#RWKHU#GHFLVLRQ0PDNLQJ#IRU#WKH#SURMHFW1

'HSDUWPHQWDO#FRPPHQWV# 8196 7KH#5)3#ZDV#LVVXHG#RQ#WKH#SUHPLVH#WKDW/#LI#WKH#3URMHFW#
SURFHHGHG/#LW#ZRXOG#EH#D#WROO#KLJKZD\1#,Q#WKDW#FRQWH[W#PLQLPL]LQJ#WKH#
ILQDQFLDO#FRQWULEXWLRQ#RI#1%+&#PLQLPL]HV#WKH#FRVW#WR#WD[SD\HUV1#7R#WKH#
H[WHQW#WKDW#EXGJHWDU\#H[SHQGLWXUHV#DUH#ORZHUHG/#WKH#WD[SD\HUV#EHQHILW1111#

8197 ,W#ZDV#HVWLPDWHG#WKDW#XVH#RI#WKH#KLJKZD\#ZLOO#SURYLGH#VDYLQJV#
DSSUR[LPDWHO\#HTXDO#WR#WKH#FRVW#RI#WKH#WROOV#IRU#FRPPHUFLDO#YHKLFOHV1#)RU#
QRQ0FRPPHUFLDO#XVHUV/#VLQFH#WKHUH#LV#DQ#DOWHUQDWH#URXWH/#PRWRULVWV#
FKRRVLQJ#WR#XVH#WKH#IRXU0ODQH#KLJKZD\#ZLOO#GR#VR#EHFDXVH#WKH\#FRQVLGHU#
WKH#EHQHILWV#WR#HTXDO#RU#RXWZHLJK#WKH#FRVW#RI#WKH#WROO1#

8198 ,W#VKRXOG#DOVR#EH#UHFRJQL]HG#WKDW#WR#WKH#H[WHQW#WKDW#D#QXPEHU#RI#
XVHUV#RI#WKH#KLJKZD\#ZLOO#EH#IURP#RXW#RI#SURYLQFH/#WKLV#ZRXOG#WUDQVIHU#
FRVW#DQG#ULVN#IURP#1HZ#%UXQVZLFNHUV1

3URMHFW#2EMHFWLYH#:/#´7R#RSHQ#WKH#HQWLUH#+LJKZD\#IRU#VDIH#RSHUDWLRQ#E\#
1RYHPEHU#63/#5334#DQG#WR#IXOO\#FRPSOHWH#WKH#+LJKZD\#E\#-XQH#63/#
53351µ

8199 ,W#KDV#EHHQ#SXEOLFO\#VWDWHG#WKDW#WKH#UDSLG#FRQVWUXFWLRQ#ZDV#GXH#WR#
WKH#3URYLQFH·V#FRQFHUQ#IRU#SXEOLF#VDIHW\#RQ#WKH#URXWH1#7KHUHIRUH/#WKH#
GHFLVLRQ#WR#VHW#DQ#REMHFWLYH#WR#KDYH#WKH#KLJKZD\#FRPSOHWHG#ZLWKLQ#IRXU#
\HDUV#DSSHDUV#WR#KDYH#EHHQ#GXH#WR#WKH#UHTXLUHPHQW#WR#EXLOG#WKH#KLJKZD\#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< :<



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
DV#TXLFNO\#DV#SRVVLEOH1#$FFRUGLQJ#WR#'27#HQJLQHHUV/#IRXU#\HDUV#ZDV#WKH#
PLQLPXP#WLPH#LQ#ZKLFK#WKH#URXWH#FRXOG#EH#FRPSOHWHG/#JLYHQ#WKH#
FRPSOH[LW\#RI#FHUWDLQ#DVSHFWV#RI#WKH#KLJKZD\#FRQVWUXFWLRQ#+L1H1#EULGJH#
FRQVWUXFWLRQ,1#2EYLRXVO\#WKHUH#DUH#PDQ\#RWKHU#DOWHUQDWLYHV#IRU#WKH#WLPLQJ#
RI#FRPSOHWLRQ#RI#WKLV#KLJKZD\#XS#WR#DQG#LQFOXGLQJ#WKH#ILIWHHQ#\HDUV#
LGHQWLILHG#DV#EHLQJ#WKH#WLPH#WR#FRPSOHWH#WKH#KLJKZD\#XQGHU#WUDGLWLRQDO#
SUDFWLFHV1#7KH#RSWLRQ#RI#EXLOGLQJ#WKH#KLJKZD\#LQ#VHFWLRQV#DFFRUGLQJ#WR#
UHODWLYH#VDIHW\#ULVN#FRXOG#DOVR#KDYH#EHHQ#FRQVLGHUHG1#+RZHYHU/#ZH#ZHUH#
XQDEOH#WR#GHWHUPLQH#LI#RWKHU#RSWLRQV#IRU#FRPSOHWLRQ#GDWH#ZHUH#FRQVLGHUHG#
RU#ZKDW#HIIHFW#WKH\#PLJKW#KDYH#KDG#RQ#WKH#FRVW#RI#WKH#SURMHFW1#:H#GLG#QRW#
VHH#DQ\#FRVW2EHQHILW#DQDO\VHV#FRPSDULQJ#DOWHUQDWLYH#FRPSOHWLRQ#GDWHV#WKDW#
ZRXOG#KDYH#EHHQ#XVHG#DV#LQSXW#WR#WKLV#GHFLVLRQ1

3URMHFW#2EMHFWLYH#;/#´7R#GHIHU#SD\PHQWV#E\#1%+&#IRU#WKH#3URMHFW#+RWKHU#
WKDQ#RQ#DFFRXQW#RI#KLJKZD\#RSHUDWLRQV#DQG#PDLQWHQDQFH,#XQWLO#DIWHU#WKH#
RSHQLQJ#RI#WKH#FRPSOHWHG#+LJKZD\1µ

819: 7KLV#REMHFWLYH#ZDV#LQWHQGHG#WR#GHIHU#WKH#VWDUW#RI#RSHUDWLQJ#
VXE0OHDVH#SD\PHQWV#E\#1%+&#WR#3URMHFW#&R1#XQWLO#D#SRLQW#DIWHU#WKH#IXOO#
WUDIILF#DYDLODELOLW\#GDWH#IRU#WKH#KLJKZD\1#3URYLQFLDO#UHSUHVHQWDWLYHV#IHOW#
WKDW#LW#ZRXOG#EH#SUXGHQW#EXVLQHVV#SUDFWLFH#WR#GHIHU#SD\PHQWV#RQ#WKH#
KLJKZD\#XQWLO#DIWHU#WKH#FRPSOHWLRQ#RI#FRQVWUXFWLRQ1#$GGLWLRQDOO\/#WKH\#
QRWHG#WKDW#DW#WKH#WLPH#WKLV#REMHFWLYH#ZDV#EHLQJ#VHW/#LW#ZDV#IHOW#WKDW#IRXU#
\HDUV#RXW#WKH#SURYLQFLDO#VXUSOXVHV#ZRXOG#EH#LQ#WKH#UDQJH#RI#'93#WR#':8#
PLOOLRQ1#7KRVH#VXUSOXVHV#ZRXOG#FRYHU#WKH#FRVWV#RI#WKH#KLJKZD\#ZKHQ#
VXE0OHDVH#SD\PHQWV#EHJDQ#LQ#53361#:H#ZHUH#QRW#SURYLGHG#ZLWK#
GRFXPHQWDWLRQ#WR#VXSSRUW#WKLV#RSLQLRQ1#$GGLWLRQDOO\/#ZH#VDZ#QR#
HYLGHQFH#WKDW#RWKHU#DOWHUQDWLYHV#ZHUH#FRQVLGHUHG#IRU#D#VWDUW#GDWH#RQ#
VXE0OHDVH#SD\PHQWV1#:H#GLG#QRWH#WKDW#WKH#JURVV#LQWHUHVW#FRVW#EHWZHHQ#WKH#
LVVXH#GDWH#IRU#WKH#OHDVH0EDVHG#GHEW#RI#4< )HEUXDU\#4<<;#DQG#WKH#
FRPPHQFHPHQW#RI#UHSD\PHQWV#ZDV#DSSUR[LPDWHO\#'547#PLOOLRQ#RQ#WKH#
RULJLQDO#'873#PLOOLRQ#GHEW1#:H#IHHO#WKDW#FRVW#EHQHILW#DQDO\VHV#RI#YDULRXV#
FRPPHQFHPHQW#GDWHV#VKRXOG#KDYH#EHHQ#FRPSOHWHG#DQG#SURYLGHG#WR#
GHFLVLRQ0PDNHUV1

3URMHFW#2EMHFWLYH#</#´7R#PD[LPL]H#WKH#HFRQRPLF#DQG#LQGXVWULDO#EHQHILWV#
WR#WKH#FLWL]HQV#DQG#LQGXVWULHV#RI#1HZ#%UXQVZLFN1µ

819; 7KLV#REMHFWLYH#GHDOV#ZLWK#WKH#HFRQRPLF#GHYHORSPHQW#EHQHILWV#WR#
WKH#3URYLQFH#IURP#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW1#7KLV#
REMHFWLYH#ZRXOG#KDYH#KDG#FRVW#FRQVHTXHQFHV#IRU#WKH#SURMHFW/#VLQFH#LW#
ZRXOG#VRPHZKDW#OLPLW#WKH#XVH#RI#VXSSOLHUV/#VXE0FRQWUDFWRUV/#HWF1#E\#
UHVWULFWLQJ#WKHLU#DELOLW\#WR#ILQG#WKH#ORZHVW#FRVW#SURYLGHUV1#+RZHYHU/#WR#WKH#
EHVW#RI#RXU#NQRZOHGJH/#DQDO\VHV#RI#WKHVH#FRVW#FRQVHTXHQFHV#ZHUH#QRW#
SUHSDUHG#DQG#QR#RWKHU#RSWLRQV#ZHUH#FRQVLGHUHG1#,W#PD\#ZHOO#EH#WKDW#WKH#
´SULFHµ#RI#WKLV#HFRQRPLF#GHYHORSPHQW#RSSRUWXQLW\#ZDV#TXLWH#ORZ#IRU#WKH#
3URYLQFH/#EXW#ZH#ZRXOG#KDYH#H[SHFWHG#LW#WR#EH#DQDO\]HG#EHIRUH#WKLV#
REMHFWLYH#ZDV#GHFLGHG#XSRQ1
;3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
'HSDUWPHQWDO#FRPPHQWV 819< 7KH#*RYHUQPHQW#ZLVKHG#WR#HQVXUH#WKDW#1HZ#%UXQVZLFN#EHQHILWHG#
IURP#WKH#FRQVWUXFWLRQ#RI#WKLV#SURMHFW1#&RPSOLDQW#SURSRVDOV#ZHUH#
HYDOXDWHG#RQ#WKH#EDVLV#RI#ORZHVW#RYHUDOO#QHW#FRVW#IRU#WKH#3URMHFW1#
(FRQRPLF#DQG#,QGXVWULDO#%HQHILWV#ZHUH#WR#EH#XVHG#RQO\#LQ#WKH#HYHQW#RI#D#
´WLHµ1#7KHUHIRUH/#ZKLOH#LW#UHTXLUHG#SURSRQHQWV#WR#PDNH#D#FRPPLWPHQW#WR#
WKLV#REMHFWLYH#DQG#WR#WKHLU#SODQ#IRU#(FRQRPLF#DQG#,QGXVWULDO#%HQHILWV#ZH#
EHOLHYH#WKHUH#ZDV#OLWWOH#LI#DQ\#DGGLWLRQDO#FRVW#WR#WKH#3URYLQFH#UHVXOWLQJ#
IURP#WKH#DGRSWLRQ#RI#WKLV#REMHFWLYH1

3URMHFW#2EMHFWLYH#43/#´7R#SURYLGH#D#KLJK#OHYHO#RI#VHUYLFH#WR#WKH#+LJKZD\#
XVHUV#DW#D#ORZ#FRVW1µ

81:3 7KLV#REMHFWLYH#HVWDEOLVKHG#WKDW#WKH#KLJKZD\#ZRXOG#EH#WROOHG1#,W#
UHODWHG#SURMHFW#REMHFWLYH#WZR#´7R#HQVXUH#WKDW#WKH#+LJKZD\#LV#GHYHORSHG/#
GHVLJQHG/#FRQVWUXFWHG/#RSHUDWHG/#PDQDJHG/#PDLQWDLQHG#DQG#UHKDELOLWDWHG#
LQ#D#PDQQHU#WKDW#PHHWV#RU#H[FHHGV#FXUUHQW#3URYLQFLDO#VWDQGDUGVµ#WR#D#
XVHU#SD\#V\VWHP#RI#WROOV1#7KH#WROOLQJ#RSWLRQ#ZDV#ILUVW#UDLVHG#LQ#WKH#4<<6#
SURYLQFLDO#:KLWH#3DSHU1

81:4 7KH#HIIHFWV#RI#FKDUJLQJ#XVHU#WROOV#RQ#WKH#KLJKZD\#ZHUH#DQDO\]HG#
IRU#WKH#UHIHUHQFH#RI#GHFLVLRQ0PDNHUV1#6SHFLILFDOO\/#LW#ZDV#GHWHUPLQHG#WKDW#
WROO#UHYHQXH#DW#WKH#OHYHOV#SURSRVHG#ZRXOG#OHDG#WR#RSHUDWLQJ#OHDVH#
WUHDWPHQW#IRU#WKH#SURMHFW#RQ#WKH#SURYLQFLDO#ERRNV1#7KLV#ZRXOG#DOORZ#WKH#
DFKLHYHPHQW#RI#RQH#RI#WKH#ILQDQFLDO#REMHFWLYHV#SUHYLRXVO\#GLVFXVVHG/#
QDPHO\/#´WR#DYRLG#DQ#LQFUHDVH#LQ#SURYLQFLDO#GHEW1µ#$GGLWLRQDOO\/#D#WROO#
KLJKZD\#ZRXOG#FRQWULEXWH#WR#WKH#DFKLHYHPHQW#RI#SURMHFW#REMHFWLYH#9#DV#
LQWHUSUHWHG#E\#WKH#*RYHUQPHQW/#´WR#PLQLPL]H#WKH#ILQDQFLDO#FRQWULEXWLRQ#
RI#1%+&#WR#WKH#3URMHFW1µ#'HSDUWPHQWDO#UHSUHVHQWDWLYHV#DOVR#LQGLFDWHG#
WKDW#LW#ZDV#IHOW#WKDW#D#V\VWHP#WKDW#UHTXLUHG#XVHUV#WR#PDNH#D#FRQWULEXWLRQ#
ZDV#GHVLUDEOH#LQ#WKDW#LW#ZRXOG#VRPHZKDW#UHGXFH#WKH#EXUGHQ#RQ#1HZ#
%UXQVZLFN#WD[SD\HUV#LQ#RWKHU#SDUWV#RI#WKH#3URYLQFH#ZKR#ZRXOG#QRW#EH#
XVLQJ#WKH#KLJKZD\1#:H#GLG#QRW#VHH#DQDO\VHV#GRFXPHQWLQJ#WKH#QHW#EHQHILWV#
RI#D#WROOLQJ#V\VWHP#+L1H1#JURVV#WROO#UHYHQXHV#OHVV#UHODWHG#FRVWV,1

81:5 $#UHDVRQDEOH#DOWHUQDWLYH#WR#WKLV#REMHFWLYH#ZRXOG#KDYH#EHHQ#WR#
KDYH#QR#WROOV#RQ#WKH#KLJKZD\1#7KLV#ZRXOG#KDYH#UHTXLUHG#HLWKHU#LQFUHDVHG#
IHGHUDO#IXQGLQJ#RU#DQ#LQFUHDVH#LQ#SODQQHG#SURYLQFLDO#VXE0OHDVH#SD\PHQWV1#
:H#VDZ#HYLGHQFH#WKDW#DGGLWLRQDO#IHGHUDO#IXQGLQJ#ZDV#SXUVXHG#DQG#WKDW#
WROOLQJ#ZDV#VHHQ#DV#DQ#RSWLRQ#LI#IHGHUDO#IXQGLQJ#ZDV#QRW#DYDLODEOH1#7KH#
3URYLQFH#ZDV#XQDEOH#WR#REWDLQ#DGGLWLRQDO#IHGHUDO#IXQGLQJ#GXULQJ#WKH#
SHULRG#LQ#ZKLFK#GHFLVLRQV#ZHUH#EHLQJ#PDGH#DERXW#WKH#)UHGHULFWRQ0
0RQFWRQ#+LJKZD\1#+RZHYHU/#ZH#VDZ#QR#HYLGHQFH#WKDW#WKH#RSWLRQ#RI#
ODUJHU#VXE0OHDVH#SD\PHQWV#ZDV#FRQVLGHUHG1#$FWXDO#SURYLQFLDO#VXE0OHDVH#
SD\PHQWV#DUH#H[SHFWHG#WR#EH#LQ#WKH#RUGHU#RI#'8;#PLOOLRQ#SHU#DQQXP#ZLWK#
WKH#WROOLQJ#V\VWHP#QRZ#LQ#SODFH1#3URMHFWHG#VXE0OHDVH#SD\PHQWV#ZLWKRXW#
WROOLQJ#ZRXOG#KDYH#EHHQ#DSSUR[LPDWHO\#':4#PLOOLRQ#SHU#DQQXP1#

'HSDUWPHQWDO#FRPPHQWV 81:6 7KH#GHFLVLRQ#WR#WROO#IDOOV#RXW#RI#WKH#JRYHUQPHQW#ILQDQFLDO#
REMHFWLYHV#QRW#RXW#RI#WKLV#REMHFWLYH1#7KLV#REMHFWLYH#ZDV#DFKLHYHG#E\#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< ;4



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
HVWDEOLVKLQJ#VWDQGDUGV#IRU#WKH#'HYHORSHU#DQG#WKH#2SHUDWRU#DQG#WKURXJK#
WKH#XVH#RI#WKH#7ROO#3URWRFRO#WR#HQVXUH#UHDVRQDEOH#WROO#UDWHV1

5HFRPPHQGDWLRQV#
*RYHUQPHQW#REMHFWLYHV#IRU#WKH#
SURMHFW

81:7 %HFDXVH#RI#WKH#LPSRUWDQFH#RI#VHOHFWLQJ#DSSURSULDWH#SURMHFW#
REMHFWLYHV/#ZH#ZRXOG#OLNH#WR#PDNH#WKH#IROORZLQJ#UHFRPPHQGDWLRQV#WR#
DSSO\#WR#WKH#VHOHFWLRQ#RI#REMHFWLYHV#IRU#IXWXUH#SXEOLF0SULYDWH#
SDUWQHUVKLSV#DQG#JRYHUQPHQW#GHFLVLRQ0PDNLQJ#LQ#JHQHUDO1

• )RU#HDFK#W\SH#RI#REMHFWLYH#XQGHU#FRQVLGHUDWLRQ/#DOWHUQDWLYHV#
VKRXOG#EH#LGHQWLILHG/#ZKHUH#DSSOLFDEOH1

• (DFK#DOWHUQDWLYH#VKRXOG#EH#DQDO\]HG#IRU#LWV#HIIHFW#RQ#WKH#FRVW#RI#
WKH#SURMHFW/#LWV#HIIHFW#RQ#WKH#VWUXFWXUH#RI#WKH#SURMHFW/#DQG#LWV#
HIIHFW#LQ#KHOSLQJ#DFKLHYH#WKH#SODQQHG#RXWFRPH#RI#WKH#SURMHFW1#
7KHVH#DQDO\VHV#VKRXOG#EH#FOHDUO\#GRFXPHQWHG#IRU#UHIHUHQFH#E\#
GHFLVLRQ0PDNHUV1

• &RQVLGHUDWLRQ#RI#WKH#DOWHUQDWLYHV#E\#GHFLVLRQ0PDNHUV#VKRXOG#
LQFOXGH#UHIHUHQFH#WR#DQDO\VHV#DQG#WKH#UDWLRQDOH#IRU#GHFLVLRQV#
WDNHQ#VKRXOG#EH#GRFXPHQWHG1

• 7KH#3URYLQFH#VKRXOG#HQVXUH#IRU#DFFRXQWDELOLW\#SXUSRVHV#WKDW#WKH#
OLVW#RI#SURMHFW#REMHFWLYHV#LV#FRPSOHWH/#FOHDUO\#GRFXPHQWHG#DQG#
WKDW#REMHFWLYHV#DUH#FOHDUO\#XQGHUVWRRG#E\#DOO#SDUWLHV#LQYROYHG#LQ#
WKH#SURMHFW1

'HSDUWPHQWDO#UHVSRQVH 81:8 ,W#LV#RXU#SRVLWLRQ#WKDW#WKH#LVVXHV#\RX#KDYH#UDLVHG#ZHUH#DGGUHVVHG#
WKURXJK#FRQVXOWDWLRQ#ZLWK#WKH#DSSURSULDWH#H[SHUWV#DQG#GLVFXVVLRQ#ZLWK#
VHQLRU#PDQDJHPHQW#DQG#WKH#*RYHUQPHQW1#:H#DUH#FRQILGHQW#WKDW#
DOWHUQDWLYHV/#LVVXHV#DQG#ULVNV#ZHUH#SURSHUO\#FRQVLGHUHG#LQ#UHDFKLQJ#DOO#
GHFLVLRQV1

3URMHFW#6WUXFWXUH 81:9 5%&#'RPLQLRQ#6HFXULWLHV#,QF1#SURSRVHG#DQG#DQDO\]HG#WKUHH#
VWUXFWXUDO#DOWHUQDWLYHV#IRU#WKH#SURMHFW1#7KH\#ZHUH=

• 1HZ#%UXQVZLFN#+LJKZD\#&RUSRUDWLRQ#LVVXHV#VWDQG#DORQH#UHYHQXH#
ERQGV>

• DUP·V#OHQJWK#HQWLW\#RZQV/#ILQDQFHV#DJDLQVW#WROOV#DQG#SURYLQFLDO#OHDVH>#
DQG

• SULYDWH#VHFWRU#RZQV/#ILQDQFHV#DJDLQVW#WROOV1

81:: $Q#LQWHULP#UHSRUW#ZDV#LVVXHG#E\#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#
RQ#5;#2FWREHU#4<<91#,Q#LW#WKH\#UHFRPPHQGHG#WKH#VHFRQG#RSWLRQ#DQG#
GRFXPHQWHG#D#PRGHO#IRU#KRZ#WKH#DUUDQJHPHQW#VKRXOG#EH#VWUXFWXUHG1#
7KHLU#UHSRUW#VWDWHG=

´*LYHQ#WKH#3URYLQFH·V#WKUHH#ILQDQFLDO#REMHFWLYHV#IRU#WKH#
KLJKZD\#SURMHFW#1111#D#EXVLQHVV#DQG#ILQDQFLDO#PRGHO#ZDV#
GHYHORSHG#XWLOL]LQJ#DQ#DUP·V#OHQJWK#QRW0IRU0SURILW#FRUSRUDWLRQ#
IXQGHG#WKURXJK#GHEW#UDLVHG#E\#WKH#VXFFHVVIXO#5)3#SURSRQHQW#
DQG#WKURXJK#GHEW#UDLVHG#E\#WKLV#3URMHFW#&RPSDQ\#DJDLQVW#D#
;5 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
ORQJ0WHUP#RSHUDWLQJ#OHDVH#FRPPLWPHQW#RI#WKH#1HZ#%UXQVZLFN#
+LJKZD\#&RUSRUDWLRQ1µ

81:; ,W#ZHQW#RQ#WR#VD\=

´,Q#VXPPDU\/#RXU#DQDO\VLV#RI#WKH#)UHGHULFWRQ#WR#0RQFWRQ#
+LJKZD\#SURMHFW#LQGLFDWHG#WKDW#D#SXEOLF#SULYDWH#SDUWQHUVKLS#
DSSURDFK#FRXOG#EH#XVHG#WR#DFKLHYH=

##L,##FRQVWUXFWLRQ#FRVW#VDYLQJV#HVWLPDWHG#E\#$',#/WG1#RI#'93#
PLOOLRQ>

#LL,##WLPH#VDYLQJV#HVWLPDWHG#E\#WKH#'HSDUWPHQW#RI#)LQDQFH#RI#
47#\HDUV>

LLL,##PHDQLQJIXO#ULVN#WUDQVIHU#WR#WKH#SULYDWH#VHFWRU#LQ#ERWK#WKH
FRQVWUXFWLRQ#DQG#RSHUDWLQJ#SKDVHV#RI#WKH#SURMHFW>

LY,##QR#GLUHFW#LQFUHDVH#LQ#SURYLQFLDO#GHEW>#DQG

#Y,##D##FRVW##RI##IXQGV#69#WR#6;18#EDVLV#SRLQWV#JUHDWHU#WKDQ#WKH#
3URYLQFH·V#UDWH#IRU#ORQJ0WHUP#JRYHUQPHQW#ERQGV1µ

81:< %DVHG#RQ#RXU#XQGHUVWDQGLQJ#RI#WKH#JRYHUQPHQW·V#ILQDQFLDO#
REMHFWLYHV#IRU#WKH#SURMHFW/#D#SXEOLF0SULYDWH#SDUWQHUVKLS#WKDW#LQYROYHG#
OHDVLQJ#DSSHDUV#WR#KDYH#EHHQ#WKH#RQO\#VWUXFWXUH#XQGHU#ZKLFK#WKH#SURMHFW#
FRXOG#KDYH#SURFHHGHG1#7KH#REMHFWLYHV#DV#VHW#SUHFOXGHG#DOWHUQDWLYHV#VXFK#
DV=

• SXEOLF0SULYDWH#SDUWQHUVKLS#IRU#DOO#DVSHFWV#RI#WKH#SURMHFW#H[FHSW#
ILQDQFLQJ>

• SXEOLF0SULYDWH#SDUWQHUVKLS#ZLWKRXW#WROOV>
• VWUDLJKW#FRQWUDFWV#IRU#GHVLJQ/#FRQVWUXFWLRQ/#DQG#RSHUDWLRQ>#DQG
• VWUDLJKW#FRQWUDFWV#IRU#GHVLJQ/#FRQVWUXFWLRQ/#RSHUDWLRQ/#DQG#WROOLQJ1

81;3 8QGHU#WHUPV#LQ#WKH#ILQDO#DJUHHPHQW/#WKH#3URYLQFH#KDV#WKH#RSWLRQ#
RI#EX\LQJ#EDFN#WKH#KLJKZD\#DW#WKH#HQG#RI#WKH#OHDVH#WHUP#DW#IDLU#PDUNHW#
YDOXH#LQVWHDG#RI#IRU#D#QRPLQDO#DPRXQW1#:KDW#PDNHV#WKDW#RSWLRQ#XQXVXDO#
LV#WKDW#WKH#OHDVH0EDVHG#DQG#WROO0EDVHG#GHEW#ZLOO#EH#SDLG#RII#E\#WKH#HQG#RI#
WKH#OHDVH#WHUP1#7KH#UHTXLUHPHQW#WR#KDYH#WKH#ILQDO#DJUHHPHQW#VWUXFWXUHG#
WKLV#ZD\#ZDV#FOHDUO\#VSHFLILHG#LQ#WKH#UHFRPPHQGDWLRQV#FRQWDLQHG#LQ#WKH#
5%&#'RPLQLRQ#6HFXULWLHV#,QF1#UHSRUW1#7KH#RQO\#DSSDUHQW#UHDVRQ#IRU#WKLV#
UHTXLUHPHQW#UHODWHV#WR#DFFRXQWLQJ#UXOHV#IRU#RSHUDWLQJ#OHDVHV1#$Q#
DUUDQJHPHQW#GRHV#QRW#TXDOLI\#IRU#RSHUDWLQJ#OHDVH#WUHDWPHQW#IRU#
DFFRXQWLQJ#SXUSRVHV#LI#WKHUH#LV#DQ\#VRUW#RI#´EDUJDLQ#SXUFKDVH#RSWLRQµ#
DYDLODEOH#DW#WKH#HQG#RI#D#OHDVH#WHUP1#$V#KDV#DOUHDG\#EHHQ#GLVFXVVHG/#WKLV#
DUUDQJHPHQW#KDG#WR#TXDOLI\#DV#DQ#RSHUDWLQJ#OHDVH#RU#WKH#SURMHFW#ZRXOG#QRW#
KDYH#SURFHHGHG1#

5HTXHVW#IRU#4XDOLILFDWLRQV 81;4 $#5HTXHVW#IRU#4XDOLILFDWLRQV#+5)4,#ZDV#LVVXHG#RQ#4;#'HFHPEHU#
4<<9#WR#LGHQWLI\#SDUWLHV#TXDOLILHG#WR#EH#WKH#SULYDWH#VHFWRU#SDUWQHU#IRU#WKH#
SURMHFW1#$W#WKH#WLPH#RI#WKH#DQQRXQFHPHQW#RI#WKH#5)4/#WKH#0LQLVWHUV#RI#
7UDQVSRUWDWLRQ#DQG#)LQDQFH#LQGLFDWHG#WKDW#D#SXEOLF0SULYDWH#SDUWQHUVKLS#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< ;6



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
DSSURDFK#KDG#EHHQ#VHOHFWHG1#7KH#SURMHFW#VWUXFWXUH#GHVFULEHG#LQ#WKH#5)4#
+DQG#ODWHU#LQ#WKH#5)3,#PLUURUHG#WKH#PRGHO#ODLG#RXW#LQ#WKH#5%&#'RPLQLRQ#
6HFXULWLHV#,QF1#UHSRUW1#

81;5 )LYH#VXEPLVVLRQV#ZHUH#UHFHLYHG#LQ#UHSO\#WR#WKH#5)41#2QFH#WKH#
VXEPLVVLRQV#ZHUH#UHFHLYHG/#WKHUH#ZDV#D#FOHDUO\#ODLG#RXW#SURFHVV/#ZLWK#
JURXSV#EHLQJ#DVVLJQHG#VSHFLILF#GXWLHV1#

81;6 $V#QRWHG#LQ#$SSHQGL[#,/#WKH#SURFHVV#FRQVXOWDQW#LQYROYHG#LQ#WKH#
GHVLJQ#DQG#LPSOHPHQWDWLRQ#RI#WKH#5)4#DQG#5)3#SURFHVVHV#ZDV#.30*1#
,Q#D#OHWWHU#GDWHG#7#0D\#4<<;/#.30*#SURYLGHG#WKH#IROORZLQJ#RSLQLRQ#WR#
WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ1

´%DVHG#RQ#RXU#UHYLHZ#DQG#RXU#LQYROYHPHQW#LQ#WKH#PDWWHUV#
GLVFXVVHG#LQ#WKLV#OHWWHU#1111#ZH#DUH#RI#WKH#RSLQLRQ#WKDW#WKH#
HYDOXDWLRQ#SURFHVV#OHDGLQJ#WR#WKH#VHOHFWLRQ#RI#WKH#SUHIHUUHG#
SURSRQHQW#ZDV=

•1###GHVLJQHG#WR#EH#IDLU#DQG#HTXLWDEOH#LQ#LWV#WUHDWPHQW#RI#
SURSRQHQWV#DQG#WKHLU#SURSRVDOV/

•####FRQGXFWHG#LQ#DFFRUGDQFH#ZLWK#D#SUH0HVWDEOLVKHG#SURFHVV/
•    FDUULHG#RXW#XVLQJ#SUH0HVWDEOLVKHG#FULWHULD/#ZKLFK#ZHUH#

FRQVLVWHQWO\#DSSOLHG1

$QG#WKDW#DV#D#UHVXOW/#WKH#HYDOXDWLRQ#DQG#VHOHFWLRQ#SURFHVV#ZDV#
XQGHUWDNHQ#LQ#D#GLOLJHQW/#IDLU#DQG#HTXLWDEOH#PDQQHU1µ

81;7 :H#ZHUH#WROG#WKDW#WKH#3URYLQFH#ZDV#VWURQJO\#DGYLVHG#E\#LWV#KLUHG#
FRQVXOWDQWV#WR#VHOHFW#WKUHH#SURSRQHQWV#WR#DGYDQFH#WR#WKH#5)3#VWDJH1#,W#
ZDV#IHOW#WKDW#EHFDXVH#RI#WKH#FRVW#WR#ELGGHUV#RI#SUHSDULQJ#DQ#5)3#
VXEPLVVLRQ/#WKH#3URYLQFH#ZRXOG#JHW#PRUH#FRPSHWLWLYH#ELGV#LI#WKH#ILHOG#
ZDV#OLPLWHG1#7KH#0LQLVWHU#RI#7UDQVSRUWDWLRQ#DQQRXQFHG#WKH#WKUHH#
ILQDOLVWV#LQ#WKH#/HJLVODWLYH#$VVHPEO\#LQ#)HEUXDU\#4<<:#DQG#WKH#WKUHH#
VKRUW0OLVWHG#SURSRQHQWV#ZHUH#VHQW#D#FRS\#RI#WKH#5HTXHVW#IRU#3URSRVDOV#RQ#
5:#0DUFK#4<<:1#7KH#UHPDLQGHU#RI#WKLV#FKDSWHU#GHDOV#ZLWK#WKH#GHFLVLRQV#
PDGH#WUDQVODWLQJ#SURMHFW#REMHFWLYHV#LQWR#WHUPV#LQ#WKH#5HTXHVW#IRU#
3URSRVDOV1

5HTXHVW#IRU#3URSRVDOV 81;8 2QFH#WKH#JRYHUQPHQW·V#SURMHFW#REMHFWLYHV#ZHUH#ILQDOL]HG/#LW#ZDV#
QHFHVVDU\#WR#WUDQVODWH#WKHP#LQWR#GHWDLOHG#VSHFLILFDWLRQV#IRU#WKH#SURMHFW#DV#
VKRZQ#LQ#WKH#5)31#&RQWHQWV#RI#WKH#5)3#ZHUH#SUHSDUHG#E\#VWDII#RI#
YDULRXV#JRYHUQPHQW#GHSDUWPHQWV/#DORQJ#ZLWK#UHSUHVHQWDWLYHV#RI#YDULRXV#
SULYDWH#FRQVXOWDQWV#KLUHG#WR#SURYLGH#LQSXW#WR#WKH#SURMHFW1

81;9 )RU#SXUSRVHV#RI#RXU#UHYLHZ#RI#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#IRU#
WKH#5)3/#ZH#ORRNHG#DW#VHYHUDO#NH\#DUHDV1#7KHVH#DUHDV#LQFOXGHG#ULVN#
VKDULQJ/#GHVLJQ0EXLOG/#RSHUDWLRQV#DQG#PDLQWHQDQFH/#WROOLQJ/#ILQDQFLQJ/#
DQG#ILQDO#DXWKRUL]DWLRQ#RI#WKH#5)3#FRQWHQWV1#7KHVH#NH\#DUHDV#FRYHUHG#
FHUWDLQ#RI#WKH#SURMHFW#REMHFWLYHV#DV#SUHYLRXVO\#GLVFXVVHG1#:H#ZDQWHG#WR#
;7 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
H[DPLQH#LQ#PRUH#GHWDLO#KRZ#WKHVH#REMHFWLYHV#ZHUH#UROOHG#RXW#LQWR#WKH#
5)3#DQG#KRZ#WKDW#GHFLVLRQ0PDNLQJ#SURFHVV#ZRUNHG1#

5LVN#WUDQVIHU 81;: $FFRUGLQJ#WR#WKH#3URYLQFH·V#UHFHQWO\0UHOHDVHG#JXLGHOLQHV#IRU#
SXEOLF0SULYDWH#SDUWQHUVKLSV/#´7KH#HVVHQFH#RI#D#SXEOLF0SULYDWH#SDUWQHUVKLS#
DUUDQJHPHQW#LV#WKH#VKDULQJ#RI#ULVNV1#&HQWUDO#WR#DQ\#VXFFHVVIXO#
SXEOLF0SULYDWH#SDUWQHUVKLS#LQLWLDWLYH#LV#WKH#LGHQWLILFDWLRQ#RI#ULVN#
DVVRFLDWHG#ZLWK#HDFK#FRPSRQHQW#RI#WKH#SURMHFW#DQG#WKH#DOORFDWLRQ#RI#WKDW#
ULVN#IDFWRU#WR#HLWKHU#WKH#SXEOLF#VHFWRU/#WKH#SULYDWH#VHFWRU#RU#SHUKDSV#D#
VKDULQJ#E\#ERWK1#7KXV/#WKH#GHVLUHG#EDODQFH#WR#HQVXUH#EHVW#YDOXH#+IRU#
PRQH\,#LV#EDVHG#RQ#DQ#DOORFDWLRQ#RI#ULVN#IDFWRUV#WR#WKH#SDUWLFLSDQWV#ZKR#
DUH#EHVW#DEOH#WR#PDQDJH#WKRVH#ULVNV#DQG#WKXV#PLQLPL]H#FRVWV#ZKLOH#
LPSURYLQJ#SHUIRUPDQFH1«7KH#WUDQVIHU#RI#ULVN#IRU#YDULRXV#HOHPHQWV#KDV#D#
YDOXH#WKDW#PXVW#EH#TXDQWLILHG#ZKHUH#SRVVLEOH1µ

81;; 7KH#SURYLQFLDO#SURMHFW#REMHFWLYH#UHJDUGLQJ#ULVN#WUDQVIHU#ZDV#´WR#
VKDUH#WKH#ULVNV#RI#WKH#3URMHFW#EHWZHHQ#WKH#SULYDWH#DQG#SXEOLF#VHFWRUV1µ#
7KH#3URYLQFH#FOHDUO\#VSHFLILHG#WKH#ULVNV#WR#EH#WUDQVIHUUHG#WR#WKH#SULYDWH#
VHFWRU/#DQG#WKRVH#WR#EH#UHWDLQHG#E\#WKH#3URYLQFH/#LQ#D#WDEOH#QHDU#WKH#IURQW#
RI#WKH#5)3#GRFXPHQW1#7KDW#WDEOH#GLYLGHG#SURMHFW#ULVNV#LQWR#IRXU#
FDWHJRULHV=

• GHYHORSPHQW/#GHVLJQ#DQG#FRQVWUXFWLRQ#ULVNV>
• GHPDQG#ULVNV#+UHODWHG#WR#WROOLQJ,>
• RSHUDWLRQ#DQG#PDLQWHQDQFH#ULVNV>#DQG
• ILQDQFLQJ#ULVNV#+UHODWHG#WR#GHEW#LVVXDQFH,1

81;< )URP#RXU#UHYLHZ#RI#WKH#ULVN#WUDQVIHU#WDEOH#ZLWK#GHSDUWPHQWDO#
VWDII/#ZH#IHHO#WKDW#WKH#5)3#GRHV#SURYLGH#IRU#WKH#WUDQVIHU#RI#VLJQLILFDQW#
DGGLWLRQDO#ULVNV#WR#WKH#SULYDWH#VHFWRU#RYHU#WKH#WUDGLWLRQDO#'27#DSSURDFK1#
+RZHYHU/#ZH#ZHUH#QRW#SURYLGHG#ZLWK#DQDO\VHV#VXSSRUWLQJ#WKH#GHFLVLRQ#WR#
WUDQVIHU#WKRVH#ULVNV#RQ#FRVW#EHQHILW#RU#RWKHU#EDVHV/#DQG#ZH#ZHUH#XQDEOH#WR#
GHYHORS#DQ\#VXEVWDQWLYH#HYLGHQFH#VXSSRUWLQJ#ULVN#WUDQVIHU#GHFLVLRQV#RQ#
RXU#RZQ1#:H#KDG#WR#UHO\#RQ#DQHFGRWDO#HYLGHQFH#IURP#WKH#GHSDUWPHQWV1#
'HSDUWPHQWDO#UHSUHVHQWDWLYHV#VWDWHG#WKDW#WKH\#ZDQWHG#ULVN#WR#EH#DVVLJQHG#
WR#WKH#SDUW\#EHVW#DEOH#WR#EHDU#LW/#WKHUHE\#ORZHULQJ#WKH#RYHUDOO#FRVW#RI#WKH#
SURMHFW1#7KH\#DOVR#LQGLFDWHG#WKDW#DOO#ULVN0WUDQVIHU#GHFLVLRQV#ZHUH#VXEMHFW#
WR#LQWHQVLYH#GLVFXVVLRQ#EHWZHHQ#WKHPVHOYHV#DQG#KLUHG#FRQVXOWDQWV#SULRU#WR#
EHLQJ#PDGH1

81<3 :H#ZHUH#DOVR#XQDEOH#WR#FRPSXWH#WKH#XOWLPDWH#FRVW#RI#ULVNV#
WUDQVIHUUHG#RU#HVWDEOLVK#ZKHWKHU#WKH#FRVW#ZDV#UHDVRQDEOH/#H[FHSW#IRU#WKH#
ILQDQFLQJ#DUHD1#5HVXOWV#RI#WKDW#DQDO\VLV#DUH#SUHVHQWHG#ODWHU#LQ#WKLV#
FKDSWHU1#5LVN#WUDQVIHU#DV#LW#UHODWHV#WR#VSHFLILF#DUHDV#RI#WKH#5)3#LV#FRYHUHG#
IXUWKHU#LQ#WKH#VHFWLRQV#WKDW#IROORZ1

'HYHORSPHQW/#GHVLJQ#DQG#
FRQVWUXFWLRQ#ULVNV

81<4 )RU#WKLV#SURMHFW#WKH#3URYLQFH#GHFLGHG#WR#WUDQVIHU#PRUH#ULVN#WR#WKH#
SULYDWH#VHFWRU#LQ#WKLV#DUHD#WKDQ#WKH#WUDGLWLRQDO#'27#SUDFWLFH1#1RUPDOO\#
GHVLJQ#ZRUN/#RSHUDWLRQV/#DQG#PDLQWHQDQFH#RQ#KLJKZD\V#LQ#WKH#3URYLQFH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< ;8



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
DUH#GRQH#VHSDUDWHO\/#PDLQO\#E\#'27#VWDII1#+RZHYHU/#LQ#WKH#FDVH#RI#WKH#
)UHGHULFWRQ00RQFWRQ#+LJKZD\/#WKH#3URYLQFH#ZDQWHG#WR#WUDQVIHU#ULVN#E\#
LQFOXGLQJ#DOO#SKDVHV#RI#KLJKZD\#ZRUN#LQ#WKH#5)31#$VLGH#IURP#
SUHOLPLQDU\#VXUYH\LQJ#ZRUN#DQG#SUHOLPLQDU\#VRLO#WHVWV/#WKH#5)3#PDGH#
ELGGHUV#UHVSRQVLEOH#IRU#HYHU\WKLQJ#LQFOXGLQJ#ILQDO#GHWDLOHG#VXUYH\V/#VRLO#
WHVWV/#DQG#DOO#GHVLJQ#ZRUN1#7KHUH#ZHUH#DOVR#D#IHZ#ULVNV#WUDQVIHUUHG#LQ#
FRQVWUXFWLRQ/#PRVW#QRWDEO\#´ZHDWKHU#ULVNµ#ZKLFK#ZDV#WR#EH#ERUQH#E\#WKH#
VXFFHVVIXO#ELGGHU/#EXW#LV#QRUPDOO\#WKH#UHVSRQVLELOLW\#RI#WKH#3URYLQFH1#,W#
ZDV#QRW#SRVVLEOH#WR#GHWHUPLQH#KRZ#PXFK#LW#XOWLPDWHO\#FRVW#WKH#3URYLQFH#
WR#DFKLHYH#WKLV#GHJUHH#RI#ULVN#WUDQVIHU#DV#LW#ZDV#EXLOW#LQWR#WKH#05'&#ELGV#
IRU#GHVLJQ0EXLOG#DQG#RSHUDWLRQV#DQG#PDLQWHQDQFH1#+RZHYHU/#ZH#IHHO#WKDW#
WKH#GHFLVLRQ#WR#UHGXFH#ULVN#E\#FRPELQLQJ#WKH#GHVLJQ0EXLOG#DQG#
PDLQWHQDQFH#FRPSRQHQWV#RI#WKH#SURMHFW#LQWR#RQH#DJUHHPHQW#SURYLGHV#
VRPH#SURWHFWLRQ#IRU#WKH#3URYLQFH#DJDLQVW#XQIRUHVHHQ#IXWXUH#PDLQWHQDQFH#
H[SHQGLWXUHV1

2SHUDWLRQ#DQG#PDLQWHQDQFH#
ULVNV

81<5 :H#ZHUH#WROG#WKDW#WKH#UDWLRQDOH#IRU#LQFOXGLQJ#RSHUDWLRQV#DQG#
PDLQWHQDQFH#RQ#WKH#KLJKZD\#DORQJ#ZLWK#WKH#GHVLJQ0EXLOG#FRPSRQHQW#ZDV#
WR#UHGXFH#WKH#ULVN#WR#WKH#3URYLQFH#RI#GHVLJQ#RU#FRQVWUXFWLRQ#GHILFLHQFLHV1#
'HVLJQ#RU#FRQVWUXFWLRQ#GHILFLHQFLHV#VXEVHTXHQWO\#GLVFRYHUHG#ZRXOG#EH#
WKH#UHVSRQVLELOLW\#RI#WKH#VXFFHVVIXO#ELGGHU#XQGHU#WKH#RSHUDWLRQV#DQG#
PDLQWHQDQFH#SDUW#RI#WKH#DJUHHPHQW1#7KDW#LV#EHFDXVH#WKH#H[DFW#DPRXQW#WR#
EH#SDLG#E\#WKH#3URYLQFH/#DQG#WKH#OHYHO#RI#VHUYLFH#WR#EH#SURYLGHG/#ZRXOG#
KDYH#DOUHDG\#EHHQ#HVWDEOLVKHG1#

81<6 2SHUDWLRQV#DQG#PDLQWHQDQFH#DJUHHPHQWV#DV#SURSRVHG#LQ#WKH#5)3#
ZHUH#GLYLGHG#LQWR#WZR#VHFWLRQV/#KLJKZD\#RSHUDWLRQV#DQG#PDLQWHQDQFH/#
DQG#WROOLQJ#RSHUDWLRQV#DQG#PDLQWHQDQFH1

81<7 7KH#5)3#UHTXLUHG#D#WZHQW\0\HDU#WLPH#FRPPLWPHQW#IURP#ELGGHUV#
WR#KLJKZD\#RSHUDWLRQV#DQG#PDLQWHQDQFH1#7KHUH#ZHUH#QR#DQDO\VHV#
SUHSDUHG#VXSSRUWLQJ#WKLV#SRVLWLRQ1#+RZHYHU/#GHSDUWPHQWDO#
UHSUHVHQWDWLYHV#LQGLFDWHG#WKDW#WKH#GHFLVLRQ#ZDV#VXEMHFW#WR#H[WHQVLYH#
GLVFXVVLRQ#SULRU#WR#EHLQJ#WDNHQ1

81<8 2XU#FRQFHUQ#LV#WKDW#WKHUH#DUH#QR#KDQG0EDFN#VWDQGDUGV#LQ#WKH#5)3#
IRU#WKH#HQG#RI#\HDU#53/#HYHQ#WKRXJK#WKH#LQLWLDO#PDLQWHQDQFH#DJUHHPHQW#
HQGV#DW#WKDW#SRLQW1#+DQG0EDFN#VWDQGDUGV#ZHUH#RQO\#VHW#IRU#WKH#HQG#RI#\HDU#
63#RU#LQ#WKH#HYHQW#RI#D#GHIDXOW#E\#WKH#VXFFHVVIXO#ELGGHU#XQGHU#WKH#5)31#
7KH#VXFFHVVIXO#ELGGHU#ZLOO#FRQWLQXH#WR#PDLQWDLQ#WKH#KLJKZD\#GXULQJ#
\HDUV#54#WR#63/#EXW#WKH#FRVW#VFKHGXOH#ZLOO#KDYH#WR#EH#QHJRWLDWHG#EHWZHHQ#
WKH#VXFFHVVIXO#ELGGHU#DQG#WKH#3URYLQFH#DW#WKDW#WLPH1#7KHUHIRUH/#ZH#IHHO#
WKDW#GHVSLWH#WKH#VWDQGDUGV#WKDW#DUH#WR#EH#PHW#RQ#D#\HDU0E\0\HDU#EDVLV#DV#
GRFXPHQWHG#LQ#WKH#5)3/#VRPH#ULVN#UHPDLQV#WKDW#VRPH#PDLQWHQDQFH#
DFWLYLWLHV#ZLOO#EH#SRVWSRQHG#E\#WKH#VXFFHVVIXO#ELGGHU#XQWLO#DIWHU#WKH#LQLWLDO#
530\HDU#SHULRG#KDV#SDVVHG1#:KHWKHU#WKLV#ZLOO#KDYH#D#VLJQLILFDQW#GROODU#
FRVW#WR#WKH#3URYLQFH#GXULQJ#WKH#SHULRG#IURP#\HDU#54#WR#\HDU#63#LV#QRW#
SRVVLEOH#WR#HVWLPDWH#DW#WKLV#SRLQW1#7KH#3URYLQFH#H[SHFWV#WKDW#PXFK#RI#WKH#
PDMRU#PDLQWHQDQFH#ZRUN#UHTXLUHG#GXULQJ#WKH#ILUVW#63#\HDUV#ZLOO#KDYH#
;9 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
EHHQ#FRYHUHG#E\#WKH#HQG#RI#\HDU#53#+H1J1#UHSODFHPHQW#RI#EULGJH#GHFNV,1#
+RZHYHU/#LI#WKH#LQWHQWLRQ#RI#WKH#5)3#ZDV#WR#HQVXUH#WKDW#WKH#3URYLQFH#JRW#
ZKDW#LW#SDLG#IRU#+LH1#D#IRXU0ODQH#KLJKZD\#ZLWK#D#WKLUW\#\HDU#OLIH,#ZH#IHHO#
WKDW#D#WKLUW\#\HDU#KLJKZD\#PDLQWHQDQFH#DJUHHPHQW#ZRXOG#KDYH#EHHQ#PRUH#
DSSURSULDWH1

5HFRPPHQGDWLRQ 81<9 :H#UHFRPPHQG#WKDW#ZKHUH#IXWXUH#SXEOLF0SULYDWH#
SDUWQHUVKLSV#´EXQGOHµ#FRQVWUXFWLRQ#DQG#RQJRLQJ#PDLQWHQDQFH#
DFWLYLWLHV#IRU#ELGGLQJ#SXUSRVHV/#HLWKHU=

• D#IHH#VFKHGXOH#IRU#PDLQWHQDQFH#DFWLYLWLHV#VKRXOG#EH#VHW#DW#WKH#
EHJLQQLQJ#RI#WKH#DJUHHPHQW#WR#FRYHU#WKH#WHUP#RI#WKH#DJUHHPHQW>#
RU

• KDQG0EDFN#VWDQGDUGV#VKRXOG#EH#LQFOXGHG#LQ#WKH#DJUHHPHQW#IRU#WKH#
GDWH#DW#ZKLFK#WKH#LQLWLDO#PDLQWHQDQFH#DJUHHPHQW#HQGV1

'HSDUWPHQWDO#UHVSRQVH 81<: 7KH#RSWLPDO#OHQJWK#RI#WKH#LQLWLDO#IL[HG#FRVW#SHULRG#IRU#KLJKZD\#
RSHUDWLRQV#DQG#PDLQWHQDQFH#ZDV#VHW#DW#53#\HDUV#DIWHU#OHQJWK\#GLVFXVVLRQV#
ZLWK#WKH#FRQVXOWDQWV1#7KH#GLIILFXOW\#RI#SURMHFWLQJ#PDLQWHQDQFH#FRVWV#VR#IDU#
LQWR#WKH#IXWXUH#ZDV#UHFRJQL]HG1#3URMHFW#VWDII#DQG#FRQVXOWDQWV#DJUHHG#WKDW#
D#53#\HDU#SHULRG#ZDV#UHDOLVWLFDOO\#WKH#PD[LPXP#WLPH#SHULRG#WKDW#VKRXOG#
EH#FRQVLGHUHG1#,W#ZDV#DJUHHG#WKDW#D#VXEVWDQWLDO#SUHPLXP#ZRXOG#EH#SDLG#
IRU#FRPPLWWLQJ#D#GHYHORSHU#WR#D#ORQJHU#WHUP1#$XWRPDWLFDOO\#VHWWLQJ#WKH#
WHUP#RI#WKH#IHH#VFKHGXOH#WR#PDWFK#WKH#WHUP#RI#WKH#DJUHHPHQW#FRXOG#UHVXOW#
LQ#DQ#DUUDQJHPHQW#WKDW#LV#QRW#FRVW0HIIHFWLYH1#

81<; :KLOH#UHFRJQL]LQJ#WKDW#WKHUH#LV#ULVN#LQ#WU\LQJ#WR#ORRN#IRUZDUG
53#RU#63#\HDUV/#WKH#FRQWUDFW#DV#\RX#QRWH#GRHV#FRQWDLQ#VWDQGDUGV#
UHJDUGLQJ#RQJRLQJ#PDLQWHQDQFH#DQG#UHKDELOLWDWLRQ#ZKLFK#SURWHFW#WKH#
3URYLQFH1

81<< 7KH#5)3#DOVR#UHTXLUHG#D#WHQ0\HDU#FRPPLWPHQW#IURP#ELGGHUV#IRU#
WROOLQJ#RSHUDWLRQV#DQG#PDLQWHQDQFH1#7KH#UDWHV#VSHFLILHG#LQ#WKH#DJUHHPHQW#
FRYHUHG#WKDW#WHQ0\HDU#SHULRG1#7KH#UDWHV#IRU#VXEVHTXHQW#ILYH#\HDU#SHULRGV#
KDYH#WR#EH#UHQHJRWLDWHG#DQG#WKH#3URYLQFH#KDV#WKH#RSWLRQ#RI#VHHNLQJ#DQ#
DOWHUQDWH#RSHUDWRU#RI#WKH#WROOLQJ#V\VWHP#DIWHU#WKH#ILUVW#WHQ#\HDUV#RI#WKH#
DJUHHPHQW1#7KH#VKRUWHU#WLPH#IUDPH#IRU#WROOLQJ#RSHUDWLRQV#DQG#
PDLQWHQDQFH#ZDV#GXH#WR#UHFRJQLWLRQ#RI#OLNHO\#WHFKQRORJ\#FKDQJHV#LQ#
IXWXUH#WKDW#ZRXOG#UHGXFH#FRVWV1#6LQFH#WKH#3URYLQFH#DVVXPHG#WKDW#FRVWV#RI#
WROOLQJ#ZRXOG#DFWXDOO\#GURS#RYHU#WLPH/#WKH\#GLG#QRW#ZDQW#WR#´ORFN#LQµ#
WROOLQJ#RSHUDWLRQV#DQG#PDLQWHQDQFH#SD\PHQWV#RYHU#D#ORQJHU#WHUP1#$JDLQ#
WKHUH#ZHUH#QR#DQDO\VHV#VXSSRUWLQJ#WKLV#GHFLVLRQ1#+RZHYHU/#WKH#YHUEDO#
H[SODQDWLRQV#ZH#ZHUH#JLYHQ#ZHUH#UHDVRQDEOH1

'HPDQG#ULVNV 81433 7KH#GHPDQG#ULVNV#FRYHUHG#LQ#WKLV#VHFWLRQ#UHIHU#WR#WKH#ULVN#WKDW#
WROOLQJ#UHYHQXHV#FROOHFWHG#ZLOO#QRW#EH#DV#KLJK#DV#SURMHFWHG/#WKHUHE\#
LPSDFWLQJ#RQ#WKH#DYDLODELOLW\#RI#WKDW#VWUHDP#RI#UHYHQXH#IRU#WROO0EDVHG#GHEW#
VHUYLFLQJ#DQG#FRQFHVVLRQ#IHHV1#7KLV#ULVN#FDQ#EH#EURNHQ#GRZQ#LQWR#WZR#
FRPSRQHQWV/#WKH#ULVN#WKDW#WKHUH#ZLOO#EH#SUREOHPV#LQ#FROOHFWLQJ#PRQLHV#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< ;:



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
GXH/#DQG#WKH#ULVN#WKDW#WUDIILF#YROXPHV#ZLOO#EH#ORZHU#WKDQ#H[SHFWHG1#:H#GR#
QRW#H[SHFW#FROOHFWLRQ#ULVN#WR#EH#VLJQLILFDQW1#+RZHYHU/#ZH#KDYH#VRPH#
FRQFHUQV#UHJDUGLQJ#WKH#FRQFOXVLRQV#GUDZQ#DERXW#WUDIILF#YROXPH#ULVN1

81434 7KH#SODQQLQJ#HVWLPDWH#RI#OLNHO\#WROO#UHYHQXH#RYHU#WKH#ILUVW#
63 \HDUV#RI#KLJKZD\#RSHUDWLRQ#ZDV#'983#PLOOLRQ1#7KLV#UHYHQXH#VWUHDP#
ZDV#WR#EH#XVHG#ILUVW#DV#D#VRXUFH#RI#IXQGV#ZLWK#ZKLFK#WR#VHUYLFH#WKH#
WROO0EDVHG#GHEW/#DQG#VHFRQG#DV#D#SRRO#RI#´H[FHVV#WROO#UHYHQXHVµ#WR#EH#SDLG#
WR#WKH#3URYLQFH#DV#FRQFHVVLRQ#IHHV1#7ROO0EDVHG#GHEW#VHUYLFLQJ#ZDV#
SURMHFWHG#DV#WRWDOOLQJ#'65<#PLOOLRQ#RYHU#WKDW#SHULRG1#´([FHVV#WROO#
UHYHQXHVµ#ZHUH#HVWLPDWHG#WR#EH#DSSUR[LPDWHO\#'654#PLOOLRQ1#

81435 $#WUDIILF#VWXG\#RI#WKH#)UHGHULFWRQ00RQFWRQ#FRUULGRU#E\#:LOEXU#
6PLWK#DQG#$VVRFLDWHV#HVWLPDWHG#WKDW#DERXW#8;(#RI#WROO#UHYHQXHV#
+L1H1 DERXW#'6::#PLOOLRQ,#ZLOO#FRPH#IURP#FRPPHUFLDO#WUDIILF1#7KH#RWKHU#
75(#ZLOO#FRPH#IURP#QRQ0FRPPHUFLDO#WUDIILF1#6LQFH#FRPPHUFLDO#WUDIILF#LV#
REOLJHG#WR#XVH#WKH#WROO#KLJKZD\/#LW#LV#SUDFWLFDO#WR#DVVXPH#WKDW#FRPPHUFLDO#
WROO#UHYHQXH#LV#JXDUDQWHHG1#%DVHG#XSRQ#WKHVH#HVWLPDWHV/#HYHQ#LI#WKHUH#ZDV#
QR#QRQ0FRPPHUFLDO#WUDIILF/#WROO0EDVHG#GHEW#FRXOG#EH#VHUYLFHG1#7KH#HIIHFW#
RI#VKRUW#WHUP#IOXFWXDWLRQV#LQ#WROO#UHYHQXH#ZRXOG#EH#PLWLJDWHG#E\#WKH#
WROOLQJ#UHVHUYH#IXQG#ZKLFK#ZLOO#EH#VXIILFLHQW#WR#FRYHU#RQH#\HDU#RI#
WROO0EDVHG#GHEW#VHUYLFLQJ#DQG#PXVW#EH#IXOO\#IXQGHG#EHIRUH#H[FHVV#WROO#
UHYHQXHV#DUH#SDLG#WR#WKH#3URYLQFH1#(YHQ#ZLWK#WKH#HIIHFWV#RI#D#VHULRXV#
UHFHVVLRQ/#ZH#IHHO#WKDW#D#PLQLPDO#OHYHO#RI#QRQ0FRPPHUFLDO#WUDIILF#ZRXOG#
HQVXUH#VXIILFLHQW#UHYHQXHV#WR#FRYHU#WROO0EDVHG#GHEW#VHUYLFLQJ1#7KHUHIRUH/#
LQ#RXU#RSLQLRQ/#WKH#SRVVLELOLW\#RI#WROO#UHYHQXHV#QRW#EHLQJ#VXIILFLHQW#WR#
FRYHU#WROO0EDVHG#GHEW#VHUYLFLQJ#LV#UHPRWH1#&RQVHTXHQWO\/#ZH#IHHO#WKDW#
OLWWOH#GHPDQG#ULVN#KDV#EHHQ#DVVLJQHG#WR#WKH#WROO0EDVHG#OHQGHUV1

81436 2Q#WKH#RWKHU#KDQG/#WKH#3URYLQFH#ORVHV#'4#IRU#HYHU\#'4#GURS#LQ#
WROO#UHYHQXH#IURP#'983#PLOOLRQ#GRZQ#WR#WKH#'65<#PLOOLRQ#UHTXLUHG#WR#
VHUYLFH#WKH#WROO0EDVHG#GHEW1#

81437 7KLV#RSLQLRQ#FRQWUDGLFWV#ZKDW#LV#GRFXPHQWHG#LQ#WKH#5)3#ULVN#
WUDQVIHU#VFKHGXOH1#,W#DSSHDUV#WKDW#WKH#3URYLQFH#EHOLHYHG#LW#ZDV#
WUDQVIHUULQJ#VLJQLILFDQW#GHPDQG#ULVNV#WR#WKH#WROO0EDVHG#OHQGHUV#DQG#KDG#
SDLG#D#ULVN#SUHPLXP#RQ#LQWHUHVW#UDWHV#WR#FRYHU#WKDW#ULVN#WUDQVIHU1#,Q#IDFW#
WROO0EDVHG#OHQGHUV#PD\#ZHOO#KDYH#EXLOW#D#YHU\#ORZ#ULVN#SUHPLXP#LQWR#WKHLU#
LQWHUHVW#UDWHV#UHODWLQJ#WR#GHPDQG#ULVN/#DOWKRXJK#ZH#KDYH#QR#ZD\#RI#
FRQILUPLQJ#LI#WKDW#ZDV#WKH#FDVH1#7KHUH#LV#DOVR#QR#ZD\#WR#GHWHUPLQH#ZKDW#
HIIHFW#D#PRUH#HTXLWDEOH#VKDULQJ#RI#GHPDQG#ULVNV#IRU#WKH#)UHGHULFWRQ0
0RQFWRQ#SURMHFW#ZRXOG#KDYH#KDG#RQ#WKH#LQWHUHVW#UDWHV#RQ#WKH#WROO0EDVHG#
GHEW1

5HFRPPHQGDWLRQ 81438 :H#UHFRPPHQG#WKDW#FDUH#EH#WDNHQ#LQ#WKH#5)3#WR#DFFXUDWHO\#
LGHQWLI\#ULVNV#EHLQJ#WUDQVIHUUHG#EHWZHHQ#WKH#3URYLQFH#DQG#WKHLU#
SULYDWH#VHFWRU#SDUWQHU#SXUVXDQW#WR#WKH#WHUPV#RI#WKH#5)31
;; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<
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'HSDUWPHQWDO#UHVSRQVH 81439 3UHVHQWLQJ#WKH#WROO0EDVHG#GHEW#VHUYLFH#DQG#WKH#HVWLPDWHG#H[FHVV#
UHYHQXHV#LQ#QRPLQDO#GROODUV#LV#PLVOHDGLQJ1#7KHVH#DPRXQWV#DUH#YHU\#
GLIIHUHQW#DV#WKH#ODUJHU#H[FHVV#WROO#UHYHQXH#DPRXQWV#DUH#LQ#WKH#ODWHU#\HDUV1#
$#QHW#SUHVHQW#YDOXH#FDOFXODWLRQ#IRU#HDFK#ZRXOG#EH#PRUH#DSSURSULDWH1

8143: 7KH#FRPPHQW#WKDW=##´«1LW#LV#SUDFWLFDO#WR#DVVXPH#WKDW#FRPPHUFLDO#
WROO#UHYHQXH#LV#JXDUDQWHHG1µ#LV#LQFRUUHFW1#$OWKRXJK#WUXFNV#DUH#UHTXLUHG#WR#
XVH#WKH#KLJKZD\/#WKH#DPRXQW#RI#WROO#UHYHQXH#DQWLFLSDWHG#WR#EH#JHQHUDWHG#
IURP#WUXFNV#LV#RQO\#DQ#HVWLPDWH1#7KH#WROO0EDVHG#OHQGHUV#DUH#WKH#RQO\#
OHQGHUV#ZKR#DUH#EHDULQJ#WKH#GHPDQG#ULVN1#7KH#RQO\#VRXUFH#RI#IXQGV#IRU#
WKH#SD\PHQW#RI#LQWHUHVW#DQG#SULQFLSDO#RQ#WKHLU#LQYHVWPHQW#LV#WKH#WROO#
UHYHQXH1#,I#WKHUH#DUH#QRW#VXIILFLHQW#IXQGV#WR#SD\#WKRVH#DPRXQWV/#WKH\#ZLOO#
ORVH#WKHLU#LQWHUHVW#LQFRPH#DV#ZHOO#DV#WKHLU#LQLWLDO#LQYHVWPHQW1#7ROO#UHYHQXH#
LQ#H[FHVV#RI#WKDW#UHTXLUHG#WR#VHUYLFH#WKH#WROO0EDVHG#GHEW#DFFUXHV#WR#WKH#
3URYLQFH#VLQFH#LW#LV#SURYLGLQJ#WKH#ULJKW#RI#ZD\#XSRQ#ZKLFK#WKH#KLJKZD\#LV#
EHLQJ#EXLOW1

8143; 'HPDQG#ULVN#ZDV#WUDQVIHUUHG#WR#WKH#WROO0EDVHG#OHQGHUV#DV#
LQGLFDWHG#LQ#WKH#5)31#7KH#PDUNHW#LV#HIILFLHQW#DQG#SULFHV#VXFK#ULVN1#+DG#
WKH#PDUNHW#SHUFHLYHG#WKDW#WKHUH#ZDV#OLWWOH#ULVN#WUDQVIHU/#WKH#LQWHUHVW#UDWH#
RQ#WKH#WROO0EDVHG#GHEW#ZRXOG#KDYH#EHHQ#ORZHU1

8143< 7KH#FRPPHQWV#RQ#GHPDQG#ULVN#DOVR#LJQRUH#WKH#ULVN#DVVRFLDWHG#
ZLWK#DQ\#GHYHORSPHQW#RI#DOWHUQDWLYH#WUDQVSRUWDWLRQ#URXWHV#RU#PHWKRGV1

)LQDQFLQJ#ULVNV# 81443 7KH#WHUPV#GRFXPHQWHG#LQ#WKH#5)3#WUDQVIHU#VRPH#ILQDQFLQJ#ULVN#
DZD\#IURP#WKH#3URYLQFH1#7KH\#UHTXLUH#DOO#GHEW#IXQGLQJ#IRU#WKH#SURMHFW#WR#
EH#LVVXHG#E\#D#WKLUG#SDUW\1#7KH\#DOVR#VSHFLILFDOO\#LGHQWLI\#KRZ#WKH#
UHSD\PHQW#RI#WKDW#GHEW#LV#WR#EH#IXQGHG#DQG#ZKHQ#DQG#XQGHU#ZKDW#
FLUFXPVWDQFHV#UHSD\PHQWV#DUH#WR#FRPPHQFH1#

81444 7KH#OHDVH0EDVHG#GHEW#ZDV#WR#EH#LVVXHG#E\#WKH#3URMHFW#&RPSDQ\1#
7KH#'HSDUWPHQW#RI#)LQDQFH#ZDV#WR#SURYLGH#DVVLVWDQFH#LQ#LGHQWLI\LQJ#
SDUWLHV#ZLOOLQJ#WR#LQYHVW#LQ#WKH#OHDVH0EDVHG#GHEW1#,W#ZLOO#EH#UHSDLG#
FRPPHQFLQJ#LQ#1RYHPEHU#5336#WKURXJK#VXE0OHDVH#SD\PHQWV#UHFHLYHG#
IURP#WKH#3URYLQFH1#3URYLQFLDO#SD\PHQWV#DUH#VXEMHFW#WR#VWDWXWRU\#
DSSURSULDWLRQ/#PHDQLQJ#WKDW#WKH\#GR#QRW#KDYH#WR#EH#YRWHG#RQ#E\#WKH#
/HJLVODWLYH#$VVHPEO\#HDFK#\HDU1#7KLV#FRQVWLWXWHV/#LQ#HIIHFW/#D#JXDUDQWHH#
WR#OHDVH0EDVHG#ERQGKROGHUV#WKDW#WKH#3URYLQFH#ZLOO#PDNH#VXE0OHDVH#
SD\PHQWV#UHJXODUO\#RQFH#WKH#KLJKZD\#LV#FRPSOHWHG1#7KH#0LQLVWHU#RI#
)LQDQFH#PDGH#WKH#IROORZLQJ#VWDWHPHQW#LQ#WKH#/HJLVODWLYH#$VVHPEO\#RQ#
4< 'HFHPEHU#4<<:#ZKHQ#UHIHUULQJ#WR#WKH#OHDVH0EDVHG#GHEW1#´1111#%\#
GRLQJ#LW#WKURXJK#VWDWXWRU\#DSSURSULDWLRQ/#ZH#EULQJ#WKH#ULVN#GRZQ#LQ#WKH#
PLQGV#RI#WKH#EDQNHUV#DQG#WKH#ERQGKROGHUV1#,I#LW#LV#GRQH#WKURXJK#VWDWXWRU\#
DSSURSULDWLRQ#DV#RSSRVHG#WR#\HDUO\#EXGJHWLQJ/#WKHUH#LV#D#ORZHU#FRVW1µ

81445 7KH#LQWHUHVW#UDWH#RQ#WKH#OHDVH0EDVHG#GHEW#XOWLPDWHO\#WXUQHG#RXW#WR#
EH#66#EDVLV#SRLQWV#DERYH#WKH#SURYLQFLDO#UDWH#EHFDXVH#LW#ZDV#LVVXHG#E\#
3URMHFW#&RPSDQ\1#7KH#FRVW#RI#WKLV#GHFLVLRQ#WKHUHIRUH#WXUQHG#RXW#WR#EH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< ;<
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'58#PLOOLRQ#LQ#4<<;#GROODUV/#PHDQLQJ#WKDW#ZKHUH#3URMHFW#&RPSDQ\#ZDV#
DEOH#WR#ERUURZ#'873#PLOOLRQ/#WKH#3URYLQFH#ZRXOG#KDYH#EHHQ#DEOH#WR#
ERUURZ#'898#PLOOLRQ#ZLWK#WKH#VDPH#UHSD\PHQW#VFKHGXOH1

'HSDUWPHQWDO#FRPPHQWV 81446 7KH#LQWHUHVW#UDWH#RQ#WKH#OHDVH0EDVHG#GHEW#LVVXHG#E\#WKH#3URMHFW#
&RPSDQ\#ZDV#KLJKHU#WKDQ#WKH#3URYLQFLDO#ERUURZLQJ#FRVW#IRU#D#QXPEHU#RI#
UHDVRQV=#WKH#OHQGHUV#DFFHSWHG#FRPSOHWLRQ#ULVN/#WKH#LVVXH#FRQWDLQHG#DQ#
DPRUWL]LQJ#IHDWXUH/#WKH#LVVXH#ZDV#UHODWLYHO\#ODUJH/#HWF1#,W#LV#WKHUHIRUH#
LQDSSURSULDWH#WR#FRPSDUH#WKH#LVVXH#WR#D#W\SLFDO#3URYLQFLDO#GHEHQWXUH#
LVVXH1

81447 7KH#3URYLQFH#UHFHLYHG#WZR#EHQHILWV#IURP#WKH#GHFLVLRQ#WR#KDYH#
OHDVH0EDVHG#GHEW#LVVXHG#E\#3URMHFW#&RPSDQ\1#)LUVW/#WKH\#ZHUH#DEOH#WR#
WUDQVIHU#WKH#ULVN#RI#QRQ0FRPSOHWLRQ#RI#FRQVWUXFWLRQ#RI#WKH#KLJKZD\#WR#WKH#
ERQGKROGHUV1#,Q#RWKHU#ZRUGV/#LI#WKH#KLJKZD\#LV#QRW#FRPSOHWHG/#WKH#
3URYLQFH#ZLOO#QRW#KDYH#WR#PDNH#VFKHGXOHG#VXE0OHDVH#SD\PHQWV1#6HFRQG/#
KDYLQJ#WKH#GHEW#LVVXHG#E\#DQ#DUP·V0OHQJWK#RUJDQL]DWLRQ#+L1H1#3URMHFW#
&RPSDQ\,#DQG#SDUWLDOO\#IXQGHG#E\#UHYHQXH#VRXUFHV#IURP#RXWVLGH#WKH#
JRYHUQPHQW#ZDV#QHFHVVDU\#WR#HQVXUH#WKDW#LW#ZRXOG#QRW#VKRZ#XS#DV#
SURYLQFLDO#GHEW#IRU#DFFRXQWLQJ#SXUSRVHV1#7KHUH#DSSHDUV#WR#EH#QR#RQJRLQJ#
ILQDQFLQJ#ULVN#WUDQVIHU#UHODWHG#WR#OHDVH0EDVHG#GHEW#RQFH#FRQVWUXFWLRQ#RI#
WKH#KLJKZD\#LV#FRPSOHWHG1#+RZHYHU/#LQWHUHVW#UDWHV#ZLOO#EH#KLJKHU#IRU#WKH#
GXUDWLRQ#RI#WKH#UHSD\PHQW#SHULRG1

81448 7KH#WROO0EDVHG#GHEW#ZDV#WR#EH#SODFHG#E\#WKH#VXFFHVVIXO#ELGGHU#RQ#
EHKDOI#RI#3URMHFW#&RPSDQ\1#7ROO0EDVHG#GHEW#ZDV#EURNHQ#GRZQ#LQWR#
VHQLRU#DQG#VXERUGLQDWH#JURXSLQJV1#7KH#LQWHUHVW#UDWHV#IRU#VHQLRU#WROO0EDVHG#
GHEW#WRWDOOLQJ#'47<18#PLOOLRQ#XOWLPDWHO\#WXUQHG#RXW#WR#EH#93#+IRU#'46;13#
PLOOLRQ,#DQG#433#+IRU#'4418#PLOOLRQ,#EDVLV#SRLQWV#DERYH#WKH#SURYLQFLDO#
ERUURZLQJ#UDWH1#7KH#LQWHUHVW#UDWHV#IRU#WKH#WZR#JURXSLQJV#RI#VXERUGLQDWH#
WROO0EDVHG#GHEW#WRWDOOLQJ#'58#PLOOLRQ#ZLOO#EH#5;9#+IRU#'48#PLOOLRQ,#DQG#
7;9#+IRU#'43#PLOOLRQ,#EDVLV#SRLQWV#DERYH#WKH#SURYLQFLDO#ERUURZLQJ#UDWH#
ZKHQ#WKH\#DUH#LVVXHG1#

81449 7KH#3URYLQFH#UHFHLYHG#WKUHH#EHQHILWV#IURP#WKH#GHFLVLRQ#WR#KDYH#
WROO0EDVHG#GHEW#LVVXHG#E\#3URMHFW#&RPSDQ\1#)LUVW/#DV#IRU#WKH#OHDVH0EDVHG#
GHEW/#WKH\#ZHUH#DEOH#WR#WUDQVIHU#WKH#ULVN#RI#QRQ0FRPSOHWLRQ#RI#
FRQVWUXFWLRQ#RI#WKH#KLJKZD\#WR#WKH#ERQGKROGHUV1#,Q#RWKHU#ZRUGV/#
UHJDUGOHVV#RI#ZKHWKHU#WKH#KLJKZD\#LV#FRPSOHWHG#RU#QRW/#WKH#3URYLQFH#ZLOO#
QHYHU#EH#OLDEOH#WR#PDNH#WROO0EDVHG#GHEW#UHSD\PHQWV1#6HFRQG/#WKH#
ERQGKROGHUV#EHDU#D#VPDOO#SHUFHQWDJH#RI#WKH#WUDIILF#DQG#FROOHFWLRQ#
+L1H1 GHPDQG,#ULVN#DV#SUHYLRXVO\#GLVFXVVHG/#EHFDXVH#WKH#RQO\#VRXUFH#RI#
IXQGV#IRU#UHSD\PHQW#RI#WROO0EDVHG#GHEW#LV#WROO#UHYHQXH1#7KLUG/#KDYLQJ#WKH#
GHEW#LVVXHG#E\#DQ#DUP·V0OHQJWK#RUJDQL]DWLRQ#+L1H1#3URMHFW#&RPSDQ\,#DQG#
IXQGHG#E\#UHYHQXH#VRXUFHV#IURP#RXWVLGH#RI#WKH#JRYHUQPHQW#ZDV#
QHFHVVDU\#WR#HQVXUH#WKDW#LW#ZRXOG#QRW#VKRZ#XS#DV#SURYLQFLDO#GHEW#IRU#
DFFRXQWLQJ#SXUSRVHV1
<3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<
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8144: 05'&#DUUDQJHG#WKH#WROO0EDVHG#GHEW#VWUXFWXUH1#)RU#LWV#SDUW/#WKH#
3URYLQFH#KDV#WULHG#WR#PDNH#WKH#WROO0EDVHG#GHEW#LVVXHV#DV#DWWUDFWLYH#DV#
SRVVLEOH#WR#SRWHQWLDO#OHQGHUV#E\#PDQDJLQJ#FRQVWUXFWLRQ#ULVN#WKURXJK#
ERQGLQJ/#LQVXUDQFH/#DQG#GHYHORSHU#VHOHFWLRQ/#E\#HVWDEOLVKLQJ#D#FOHDU#
WROOLQJ#SURWRFRO#DQG#E\#SUH0IXQGLQJ#D#GHEW#VHUYLFH#UHVHUYH#IXQG#EHIRUH#
WDNLQJ#DQ\#FRQFHVVLRQ#IHHV1

8144; $V#LV#QRZ#VWDWHG#LQ#WKH#UHFHQWO\0UHOHDVHG#SURYLQFLDO#JXLGHOLQHV#
IRU#SXEOLF0SULYDWH#SDUWQHUVKLSV/#ZH#IHHO#WKDW#WKH#RSWLPDO#DOORFDWLRQ#RI#ULVN#
EHWZHHQ#SDUWQHUV#LQ#D#SXEOLF0SULYDWH#SDUWQHUVKLS#PXVW#EH#EDVHG#XSRQ#
ZKLFK#SDUWQHU#LV#EHVW#VXLWHG#WR#PDQDJH#DQG2RU#PLWLJDWH#HDFK#ULVN1#:H#
IHHO/#LQ#JHQHUDO/#WKDW#WKH#SDUWQHU#EHVW#VXLWHG#WR#GHDO#ZLWK#ULVN#ZLOO#EH#WKH#
RQH#ZKR#FDQ#GHDO#ZLWK#LW#RQ#WKH#ORZHVW#FRVW#EDVLV1#2Q#WKDW#EDVLV/#LW#
DSSHDUV#WKDW#WKH#3URYLQFH#ZDV#EHVW#DEOH#WR#GHDO#ZLWK#WKH#ILQDQFLQJ#ULVN#RQ#
WKLV#SURMHFW#EHFDXVH#LW#KDG#DFFHVV#WR#WKH#PRVW#IDYRXUDEOH#ILQDQFLQJ#UDWHV1#
7KH#3URYLQFH#GLG#UHFHLYH#VRPH#EHQHILWV#IURP#DGGLWLRQDO#FRVWV#LQFXUUHG#
DQG#LW#GLG#WDNH#DOO#SRVVLEOH#VWHSV#WR#ORZHU#ILQDQFLQJ#FRVWV1#+RZHYHU/#DV#
DQDO\VHV#FRPSDULQJ#WKH#H[WUD#FRVW#RI#IXQGLQJ#ZLWK#WKH#EHQHILWV#UHFHLYHG#
ZHUH#QRW#SUHSDUHG/#ZH#FDQQRW#FRQILUP#WKDW#WKH#GHFLVLRQ#WR#KDYH#GHEW#
LVVXHG#E\#D#WKLUG#SDUW\#ZDV#DSSURSULDWH1

5HFRPPHQGDWLRQ 8144< :H#UHFRPPHQG#WKDW#WKH#3URYLQFH#SUHSDUH#FRVW#EHQHILW#
DQDO\VHV#SULRU#WR#PDNLQJ#WKH#GHFLVLRQ#WR#KDYH#SURMHFW#GHEW#LVVXHG#E\#
WKLUG#SDUWLHV#IRU#SXEOLF0SULYDWH#SDUWQHUVKLSV#ZKHQ#ILQDQFLQJ#FRVWV#
ZLOO#EH#KLJKHU#WKDQ#SURYLQFLDO#UDWHV1#6SHFLILFDOO\/#WKH#FRVW#RI#KLJKHU#
LQWHUHVW#UDWHV#VKRXOG#EH#FRPSDUHG#ZLWK#WKH#EHQHILWV#DFFUXLQJ#IURP#
WKLV#GHFLVLRQ1

'HSDUWPHQWDO#UHVSRQVH 81453 &RQVXOWDQWV#ZHUH#KLUHG#WR#EULQJ#D#EURDG#EDVHG#NQRZOHGJH#RI#WKH#
DOWHUQDWLYHV#DQG#WKH#DVVRFLDWHG#ULVNV1#7KH#IDFW#WKDW#WKH#ILQDQFLQJ#FRVW#RI#
WKH#OHDVH0EDVHG#GHEW#ZDV#KLJKHU#WKDQ#WKH#3URYLQFH·V#ERUURZLQJ#FRVW#
LQGLFDWHV#WKDW#ULVN#ZDV#WUDQVIHUUHG#DQG#WKDW#D#FRVW#ZDV#SODFHG#RQ#WKDW#
WUDQVIHU#E\#WKH#PDUNHW1#&DSLWDO#PDUNHWV#DUH#YLHZHG#WR#EH#HIILFLHQW>#
WKHUHIRUH#WKH#ULVN#WUDQVIHU#ZDV#SURSHUO\#SULFHG1

81454 ,Q#RXU#4<<;#5HSRUW#ZH#LQGLFDWHG#ZH#ZRXOG#WU\#WR#GHWHUPLQH#WKH#
UDWLRQDOH#DQG#SRWHQWLDO#FRQVHTXHQFHV#RI#LVVXLQJ#PRVW#RI#WKH#GHEW#UHTXLUHG#
IRU#WKH#SURMHFW#LQ#DGYDQFH1#,Q#IDFW/#WKH#PRGHO#IRU#WKH#SXEOLF0SULYDWH#
SDUWQHUVKLS/#DV#SUHVHQWHG#E\#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#LQ#WKHLU#4<<9#
LQWHULP#UHSRUW/#DFWXDOO\#UHFRPPHQGHG#WKLV#DSSURDFK1#´1111#RXU#ILQDQFLDO#
PRGHO#HQYLVLRQV#ERUURZLQJ#433(#RI#WKH#UHTXLVLWH#GHEW#DW#WKH#RXWVHW#RI#WKH#
SURMHFW/#WR#ORFN#LQ#FXUUHQW#UDWHV#DQG#WR#IXOO\#WUDQVIHU#ILQDQFLQJ#ULVN#DZD\#
IURP#WKH#3URYLQFH1#7KHUH#LV#D#FRVW#WR#WKH#QHJDWLYH#FDUU\#RQ#XQGUDZQ#
GHEW/#PLQLPL]HG#E\#VKRUW0WHUP#LQYHVWLQJ#DQG#DQ\#WROOV#FROOHFWHG#DV#
VHJPHQWV#RI#WKH#URDG#DUH#RSHQHG1µ

81455 7KH#EHQHILW#RI#WKLV#GHFLVLRQ#WR#WKH#3URYLQFH#ZDV#WKDW#LW#ZRXOG#
ORFN#LQ#LQWHUHVW#UDWHV/#WKHUHE\#HOLPLQDWLQJ#RQH#DVSHFW#RI#ILQDQFLQJ#ULVN#IRU#
WKH#SURMHFW#+L1H1#WKH#ULVN#WKDW#LQWHUHVW#UDWHV#ZRXOG#JR#XS#GXULQJ#WKH#SHULRG#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< <4



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
ZKHQ#GHEW#ZDV#EHLQJ#LVVXHG,1#5HSUHVHQWDWLYHV#RI#WKH#'HSDUWPHQW#RI#
)LQDQFH#LQIRUPHG#XV#WKDW#WKLV#LV#QR#GLIIHUHQW#WKDQ#ZKDW#WKH#3URYLQFH#GRHV#
RQ#LWV#RZQ#GHEW#LVVXHV1#7KLV#DSSURDFK#DSSHDUV#WR#EH#UHDVRQDEOH1#,W#DOVR#
DSSHDUV/#EDVHG#RQ#WKH#VWDWHPHQW#E\#5%&#'RPLQLRQ#6HFXULWLHV#,QF1/#WKDW#
WKH#FRVW#RI#WKLV#GHFLVLRQ#ZRXOG#EH#UHDVRQDEOH#DQG#PDQDJHDEOH1

2WKHU#,VVXHV

0LQLPXP#OHYHO#RI#WROO0EDVHG#
GHEW

81456 7KH#5)3#UHTXLUHG#WKDW#WKH#VXFFHVVIXO#ELGGHU#JXDUDQWHH#WKH#
SODFHPHQW#RI#DW#OHDVW#46(#+L1H1#'447134#PLOOLRQ,#RI#WKH#WRWDO#FDSLWDO#FRVW#
RI#WKH#SURMHFW#RI#';::#PLOOLRQ#DV#WROO0EDVHG#GHEW1#7KH#3URYLQFH#DSSHDUV#
WR#KDYH#KDG#WKUHH#UHDVRQV#IRU#PDNLQJ#WKLV#UHTXLUHPHQW=

• WR#WUDQVIHU#UHSD\PHQW#ULVN#LQ#WKH#HYHQW#WROO#UHYHQXHV#ZRXOG#QRW#FRYHU#
WROO0EDVHG#GHEW#UHSD\PHQW#WR#WKH#ERQGKROGHUV/#WKHUHE\#DGGUHVVLQJ#WKH#
SURMHFW#REMHFWLYH#RI#VKDULQJ#ULVNV#EHWZHHQ#WKH#SULYDWH#DQG#SXEOLF#
VHFWRUV>

• WR#HQVXUH#WKDW#WKH#WUDQVDFWLRQ#ZDV#WUHDWHG#DV#DQ#RSHUDWLQJ#OHDVH#IRU#
DFFRXQWLQJ#SXUSRVHV/#WKHUHE\#DGGUHVVLQJ#WKH#SURMHFW#REMHFWLYH#RI#QRW#
DGGLQJ#GHEW#WR#WKH#3URYLQFH·V#ERRNV>#DQG#

• WR#UHGXFH#WKH#SURYLQFLDO#VXE0OHDVH#SD\PHQW#WR#3URMHFW#&RPSDQ\#WR#DV#
ORZ#D#OHYHO#DV#SRVVLEOH/#WKHUHE\#DGGUHVVLQJ#WKH#SURMHFW#REMHFWLYH#RI#
PLQLPL]LQJ#WKH#ILQDQFLDO#FRQWULEXWLRQ#RI#1%+&#WR#WKH#SURMHFW1

81457 :H#TXHVWLRQ#WKH#UDWLRQDOH#IRU#WKH#GHFLVLRQ#WR#DOORZ#WKH#VXFFHVVIXO#
ELGGHU#WR#LVVXH#PRUH#WKDQ#WKH#PLQLPXP#UHTXLUHG#OHYHO#RI#WROO0EDVHG#GHEW1#
%HFDXVH#RI#WKH#ZD\#LQ#ZKLFK#GHEW#VHUYLFLQJ#SD\PHQWV#DUH#PDGH/#LW#
DSSHDUV#WKDW#LW#ZLOO/#LQ#IDFW/#LQFUHDVH#QHW#FRVWV#WR#WKH#3URYLQFH1#%\#
DOORZLQJ#DGGLWLRQDO/#KLJKHU#LQWHUHVW#UDWH#WROO0EDVHG#GHEW#WR#EH#LVVXHG#LQ#
OLHX#RI#WKH#VDPH#DPRXQW#RI#ORZHU#LQWHUHVW#UDWH#OHDVH0EDVHG#GHEW/#WKH#
RYHUDOO#WRWDO#FRVW#RI#GHEW#VHUYLFLQJ#LV#LQFUHDVHG1#'HSDUWPHQWDO#
UHSUHVHQWDWLYHV#ZHUH#XQDEOH#WR#GHVFULEH#WDQJLEOH#EHQHILWV#DFFUXLQJ#IURP#
WKLV#GHFLVLRQ1

81458 8VLQJ#DFWXDO#QXPEHUV/#D#WRWDO#RI#'4:718#PLOOLRQ#LQ#WROO0EDVHG#
GHEW#KDV#EHHQ#RU#ZLOO#EH#LVVXHG#IRU#WKLV#SURMHFW1#7KDW#PHDQV#'9317<#
PLOOLRQ#PRUH#WROO0EDVHG#GHEW#WKDQ#ZDV#UHTXLUHG#ZDV#SODFHG#E\#05'&1#
7R#GDWH#'47<18#PLOOLRQ#RI#WROO0EDVHG#GHEW#KDV#EHHQ#LVVXHG/#'6817<#
PLOOLRQ#RYHU#WKH#46(#PLQLPXP1#%DVHG#RQ#WKH#GLIIHUHQFH#EHWZHHQ#WKH#
OHDVH0EDVHG#LQWHUHVW#UDWH#RI#917:(#DQG#WKH#WROO0EDVHG#UDWHV#RI#91:7(#DQG#
:147(/#WKH#H[WUD#FRVW#RI#ILQDQFLQJ#KDV#D#QHW#SUHVHQW#YDOXH#RI#'515#
PLOOLRQ#LQ#4<<;#GROODUV1#7KLV#H[WUD#FRVW#ILJXUH#ZLOO#EH#VXEVWDQWLDOO\#
LQFUHDVHG#ZKHQ#WKH#DGGLWLRQDO#'58#PLOOLRQ#LQ#WROO0EDVHG#GHEW#LV#LVVXHG#
EHIRUH#WKH#HQG#RI#WKH#FRQVWUXFWLRQ#SKDVH#RI#WKH#SURMHFW1#7KDW#WROO0EDVHG#
GHEW#ZLOO#EHDU#LQWHUHVW#UDWHV#RI#<(#DQG#44(#DQG#ZLOO#EH#KHOG#E\#WKH#
VXFFHVVIXO#ELGGHU/#05'&1#

81459 6LQFH#WKH#H[WUD#WROO0EDVHG#GHEW#VHUYLFLQJ#FRVW#FRPHV#GLUHFWO\#
IURP#WROO#EDVHG#UHYHQXHV/#LW#KDV#WKH#HIIHFW#RI#UHGXFLQJ#WKH#H[FHVV#WROO#
UHYHQXHV#+L1H1#SURYLQFLDO#UHYHQXH,#WKDW#ZRXOG#RWKHUZLVH#EH#SDLG#WR#WKH#
<5 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
3URYLQFH1#7KLV#UHGXFWLRQ#LQ#H[FHVV#WROO#UHYHQXHV#ZLOO#H[FHHG#WKH#
UHGXFWLRQ#LQ#SURYLQFLDO#VXE0OHDVH#SD\PHQWV1#7KHUHIRUH/#WKH#QHW#HIIHFW#WR#
WKH#3URYLQFH#RI#WKLV#GHFLVLRQ#LV#QHJDWLYH1#:H#IHHO#WKDW#WKLV#HIIHFW#ZRXOG#
KDYH#EHHQ#QRWHG#KDG#D#FRVW#EHQHILW#DQDO\VLV#EHHQ#SUHSDUHG1#+RZHYHU/#
VXFK#DQ#DQDO\VLV#ZDV#QRW#FRPSOHWHG#SULRU#WR#WKH#LVVXDQFH#RI#WKH#5)31

5HFRPPHQGDWLRQ 8145: :H#UHFRPPHQG#WKDW#FRVW0EHQHILW#DQDO\VHV#EH#SUHSDUHG#SULRU#
WR#ILQDOL]LQJ#5)3#WHUPV#ZKHUH#WKH\#ZRXOG#SURYLGH#VLJQLILFDQW#
GHFLVLRQ0PDNLQJ#LQIRUPDWLRQ1

'HSDUWPHQWDO#UHVSRQVH 8145; 7KH#ELGGLQJ#VWUXFWXUH#DOORZHG#IRU#DV#PXFK#WROO0EDVHG#GHEW#DV#
SRVVLEOH#IURP#DQ#HVWLPDWHG#VWUHDP#RI#UHYHQXH1#,W#ZDV#QRW#NQRZQ#DW#WKH#
WLPH#RI#UHOHDVH#RI#WKH#5)3#WKDW#*RYHUQPHQW#ZRXOG#UHFHLYH#WKH#H[FHVV#WROO#
UHYHQXH#DV#ELGGHUV#ZHUH#JLYHQ#WKH#RSSRUWXQLW\#WR#VXJJHVW#D#VKDULQJ#
DUUDQJHPHQW#IRU#DQ\#H[FHVV#WROO#UHYHQXH1#1RQH#RI#WKH#ELGGHUV#SURSRVHG#D#
VKDULQJ#PHFKDQLVP#VR#DQ\#H[FHVV#DFFUXHV#WR#WKH#3URYLQFH1

8145< $QWLFLSDWHG#WRWDO#WROO#UHYHQXH#ZDV#EDVHG#RQ#HVWLPDWHV#RQO\#DQG#
WKHUHIRUH#WKHUH#LV#QR#JXDUDQWHH#WKDW#WKH#3URYLQFH#ZLOO#UHFHLYH#DQ\#IXQGV1#
+RZHYHU/#WKH#DPRXQW#RI#OHDVH0EDVHG#GHEW#LV#NQRZQ#DQG#WKH#DQQXDO#
VXE0OHDVH#SD\PHQW#LV#IL[HG1#7KHUHIRUH/#WKH#ULVN#DQG#WKH#FRVW#WR#WKH#
3URYLQFH#DUH#UHGXFHG#E\#D#ORZHU#DPRXQW#RI#OHDVH0EDVHG#GHEW1

7ROO#UDWHV 81463 'HFLVLRQV#UHODWLQJ#WR#WROO#UDWHV#ZHUH#LQWHQGHG#WR#DGGUHVV#WKH#
SURMHFW#REMHFWLYH#RI#SURYLGLQJ#D#KLJK#OHYHO#RI#VHUYLFH#WR#KLJKZD\#XVHUV#DW#
D#ORZ#FRVW1#7KH\#DOVR#DGGUHVVHG#WKH#REMHFWLYH#RI#PLPLPL]LQJ#WKH#
SURYLQFLDO#FRQWULEXWLRQ#WR#WKH#SURMHFW1#'HFLVLRQ0PDNLQJ#ZLWK#UHJDUG#WR#
WROO#UDWHV#DSSHDUV#WR#KDYH#DGHTXDWHO\#DGGUHVVHG#DSSOLFDEOH#SURYLQFLDO#
SURMHFW#REMHFWLYHV1

81464 ,Q#6HSWHPEHU#4<<9#$',#/LPLWHG#ZDV#FRQWUDFWHG#WR#FRQGXFW#D#
WUDIILF#VWXG\#RI#WKH#/RQJV#&UHHN#WR#0RQFWRQ#FRUULGRU#LQ#FRQMXQFWLRQ#ZLWK#
:LOEXU#6PLWK#DQG#$VVRFLDWHV#RI#1HZ#+DYHQ/#&RQQHFWLFXW1#$V#SDUW#RI#
WKHLU#ZRUN/#WKH\#VXJJHVWHG#PD[LPXP#WROO#UDWHV#IRU#WKH#)UHGHULFWRQ0
0RQFWRQ#+LJKZD\1#$#GHSDUWPHQWDO#UHSUHVHQWDWLYH#WROG#XV#WKDW#WKHVH#UDWHV#
ZHUH#EHOLHYHG#WR#EH#WRR#KLJK#E\#WKH#3UHPLHU#DQG#0LQLVWHU#RI#
7UDQVSRUWDWLRQ1#7KHUHIRUH#WKH#UDWHV#DSSURYHG#IRU#LQFOXVLRQ#LQ#WKH#WROO#
SURWRFRO#LQ#WKH#5)3#ZHUH#VRPHZKDW#ORZHU1#$W#WKH#WLPH#WKH#5)3#ZDV#
EHLQJ#SUHSDUHG/#WROO#UHYHQXHV#WR#EH#FROOHFWHG#RYHU#WKH#WKLUW\#\HDUV#RI#WKH#
VXE0OHDVH#DJUHHPHQW#ZHUH#HVWLPDWHG#WR#EH#'983#PLOOLRQ1

81465 $V#SDUW#RI#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#IRU#WROO#UDWHV/#DQ#DQDO\VLV#
ZDV#SUHSDUHG#FRPSDULQJ#SURSRVHG#)UHGHULFWRQ00RQFWRQ#WROO#UDWHV#ZLWK#
WKRVH#LQ#RWKHU#MXULVGLFWLRQV#LQ#1RUWK#$PHULFD1#3URSRVHG#UDWHV#IRU#WKH#
)UHGHULFWRQ00RQFWRQ#+LJKZD\#HTXDWHG#WR#618#FHQWV#SHU#NLORPHWUH1#7KLV#
UDWH#ZDV#FRPSDUDEOH#ZLWK#RWKHU#VXUYH\HG#KLJKZD\V#VXFK#DV#WKH#0DLQH#
+6 FHQWV#SHU#NLORPHWUH,#DQG#1HZ#+DPSVKLUH#+9#FHQWV#SHU#NLORPHWUH,#
WXUQSLNHV#DQG#WKH#&RTXLKDOOD#KLJKZD\#LQ#%ULWLVK#&ROXPELD#+814#FHQWV#SHU#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< <6



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
NLORPHWUH,1#%DVHG#RQ#WKLV#DQDO\VLV/#SURSRVHG#)UHGHULFWRQ00RQFWRQ#
+LJKZD\#WROO#UDWHV#DSSHDU#WR#EH#UHDVRQDEOH1

81466 5)3#WHUPV#PDGH#WKH#3URMHFW#&RPSDQ\#UHVSRQVLEOH#IRU#LQLWLDWLQJ#
WROO#UDWH#LQFUHDVHV1#7KH#5)3#OLPLWHG#WROO#UDWH#LQFUHDVHV#WR#<3(#RI#WKH#
LQFUHDVH#LQ#WKH#&RQVXPHU#3ULFH#,QGH[#+&3,,/#DQG#RQO\#DOORZHG#WROO#UDWH#
LQFUHDVHV#WR#EH#PDGH#DIWHU#WKH#KLJKZD\#ZDV#FRPSOHWHG1#7KH#5)3#DOVR#
VWDWHG/#´7KH#3URMHFW#&RPSDQ\#PD\#FKRRVH#WR#LPSOHPHQW#WROO#UDWHV#ZKLFK#
DUH#EHORZ#WKRVH#SHUPLWWHG#XQGHU#WKH#7ROO#5DWH#3URWRFRO/#SURYLGHG#WKDW#
VXFK#GHFLVLRQV#DFKLHYH#DQ#REMHFWLYH#RI#PD[LPL]LQJ#JURVV#WROO#UHYHQXHV#QHW#
RI#FROOHFWLRQ#FRVWV1µ#6R/#RQFH#WROO#UDWH#LQFUHDVHV#DUH#SHUPLVVDEOH/#3URMHFW#
&RPSDQ\#PXVW#UDLVH#WROO#UDWHV#DQQXDOO\#E\#<3(#RI#WKH#LQFUHDVH#LQ#WKH#
&3,#XQOHVV#WKH\#FDQ#SURYH#WKDW#D#ORZHU#RU#QR#LQFUHDVH#ZLOO#LPSURYH#QHW#
WROO#UHYHQXHV1#:LWKRXW#VXFK#D#WHUP/#3URMHFW#&RPSDQ\#ZRXOG#KDYH#KDG#QR#
UHDVRQ#WR#UDLVH#WROO#UDWHV1#%HFDXVH#WROO0EDVHG#GHEW#UHSD\PHQW#DPRXQWV#DUH#
IL[HG#RYHU#WKH#OLIH#RI#WKDW#GHEW/#ZH#IHHO#WKDW#433#SHUFHQW#RI#WKH#EHQHILW#RI#
WROO#UDWH#LQFUHDVHV#DFFUXHV#WR#WKH#3URYLQFH1

'HSDUWPHQWDO#FRPPHQWV 81467 7KH#3URMHFW#&RPSDQ\#PLJKW#GHIDXOW#RQ#WKH#WROO0EDVHG#GHEW#RU#WKH#
WROO0EDVHG#GHEW#PLJKW#QRW#KDYH#EHHQ#UDLVHG1#7KH#UDWH#LQFUHDVHV#GR#QRW#
QHFHVVDULO\#433(#EHQHILW#WKH#3URYLQFH1#7KH#LQFUHDVHV#LQ#WROO#UDWHV#PLJKW#
RU#PLJKW#QRW#FRPSHQVDWH#LQ#EDG#\HDUV#IRU#ORZHU#WKDQ#DQWLFLSDWHG#
YROXPHV1#5HODWLQJ#WROO#IHH#LQFUHDVHV#WR#FKDQJHV#LQ#WKH#1%&3,#ZDV#SDUW#RI#
WKH#WROO#SURWRFRO#FRQVLGHUHG#E\#WKH#OHQGHUV#LQ#SULFLQJ#DQG#VL]LQJ#WKH#
WROO0EDVHG#GHEW1

81468 7KH#3URYLQFH#FDQQRW#UDLVH#WROO#UDWHV#LWVHOI1#+RZHYHU#5)3#WHUPV#
UHTXLUH#WKH#PD[LPL]DWLRQ#RI#WROO#UHYHQXHV#E\#3URMHFW#&R1/#WKHUHE\#
FRYHULQJ#IL[HG#WROO0EDVHG#GHEW#VHUYLFLQJ#UHTXLUHPHQWV#DQG#PD[LPL]LQJ#
FRQFHVVLRQ#IHHV#WR#EH#SDLG#WR#WKH#3URYLQFH1#7KLV#5)3#WHUP#WKHUHIRUH#
DGGUHVVHV#WKH#SURYLQFLDO#SURMHFW#REMHFWLYH#RI#PLQLPL]LQJ#WKH#ILQDQFLDO#
FRQWULEXWLRQ#RI#WKH#3URYLQFH#WR#WKH#SURMHFW#E\#PD[LPL]LQJ#WKH#FRQFHVVLRQ#
IHH#WKH\#ZLOO#UHFHLYH#IURP#3URMHFW#&R1#,W#DOVR#SURWHFWV#WKH#LQWHUHVWV#RI#WKH#
WROO0EDVHG#OHQGHUV#DQG#ZRXOG#OLNHO\#KDYH#KDG#DQ#LPSDFW#RQ#WKH#LQWHUHVW#
UDWHV#WKH\#RIIHUHG1#

&RQFHVVLRQ#IHH 81469 7KH#5)3#GRHV#QRW#GHILQH#WKH#WHUPV#´FRQFHVVLRQ#IHHµ#RU#´H[FHVV#
WROO#UHYHQXH1µ#+RZHYHU/#WKH\#DUH#UHIHUUHG#WR#LQ#6HFWLRQ#71716/#´8VH#RI#
7ROO#DQG#$QFLOODU\#5HYHQXH1µ#

´*URVV#WROO#UHYHQXH#DQG#DQFLOODU\#UHYHQXH#ZLOO#EH#DYDLODEOH#WR#
VHUYLFH#7ROO#%DVHG#'HEW1#$Q\#WROO#DQG#DQFLOODU\#UHYHQXH#QRW#
UHTXLUHG#WR#VHUYLFH#WKH#7ROO#%DVHG#'HEW#ZLOO#EH#IRU#WKH#DFFRXQW#
RI#WKH#3URMHFW#&RPSDQ\1#6XFK#UHYHQXH#QHW#RI#SD\PHQWV#PDGH#
SXUVXDQW#WR#DQ\#LQFHQWLYH#DUUDQJHPHQW#ZLOO#EH#XVHG#WR#UHGXFH#
VXEVHTXHQW#VXEOHDVH#SD\PHQWV#E\#1%+&1#111µ

8146: 'HSDUWPHQWDO#UHSUHVHQWDWLYHV#H[SODLQHG#WKDW#WKH#FRQFHVVLRQ#IHH#LV#
LQWHQGHG#WR#EH#D#ZD\#RI#PDNLQJ#WROO#UHYHQXH#QRW#UHTXLUHG#IRU#GHEW#
VHUYLFLQJ#DYDLODEOH#IRU#SURYLQFLDO#XVH1#7KH#FRQFHVVLRQ#IHH#ZDV#QRW#MXVW#
<7 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
LQWHQGHG#WR#EH#D#IDLU#PDUNHW#YDOXH#SD\PHQW#IRU#WKH#XVH#RI#WKH#SURYLQFLDO#
ODQG#FRUULGRU#XSRQ#ZKLFK#WKH#KLJKZD\#LV#EXLOW1#,W#LV#WR#SD\#IRU#DOO#ULJKWV#
FRQYH\HG#WR#WKH#3URMHFW#&RPSDQ\#ZLWK#UHVSHFW#WR#WKH#SURMHFW1#7KLV#
EHFRPHV#DSSDUHQW#ZKHQ#\RX#FRQVLGHU#WKDW#WKH#WRWDO#FRVW#RI#ODQG#DFTXLUHG#
IRU#WKH#KLJKZD\#E\#1%+&#ZDV#LQ#WKH#UDQJH#RI#'4514#PLOOLRQ/#ZKLOH#WKH#
HVWLPDWHG#FRQFHVVLRQ#IHH#RYHU#63#\HDUV#LV#'654#PLOOLRQ1#

8146; 'XULQJ#WKH#FRQVWUXFWLRQ#SHULRG/#H[FHVV#WROO#UHYHQXHV#ZLOO#EH#XVHG#
WR#EXLOG#XS#D#UHVHUYH#IXQG#RQ#EHKDOI#RI#WROO0EDVHG#OHQGHUV1#7KH#UHVHUYH#
IXQG#LV#WR#EH#HQRXJK#IRU#WZR#\HDUV·#WROO0EDVHG#GHEW#VHUYLFLQJ#GXULQJ#WKH#
FRQVWUXFWLRQ#SHULRG#DQG#RQH#\HDU·V#WROO0EDVHG#GHEW#VHUYLFLQJ#ZKHQ#WKH#
KLJKZD\#KDV#EHHQ#FRPSOHWHG1#

$XWKRUL]DWLRQ#RI#3URMHFW#
'HFLVLRQV

8146< ,Q#FRPSOHWLQJ#RXU#UHYLHZ#RI#GHFLVLRQ0PDNLQJ#IRU#WKLV#SURMHFW#XS#
WR#WKH#5HTXHVW#IRU#3URSRVDOV#VWDJH/#ZH#ZDQWHG#WR#HQVXUH#WKDW#NH\#
GHFLVLRQV#KDG#EHHQ#SURSHUO\#DXWKRUL]HG1#:H#IHHO#WKDW#WKH#
UHFRPPHQGDWLRQ#WR#SURFHHG#WR#WKH#5)3#VWDJH#ZLWK#D#SXEOLF0SULYDWH#
SDUWQHUVKLS#DUUDQJHPHQW#DQG#WKH#UHFRPPHQGHG#FRQWHQWV#RI#WKH#5)3#
VKRXOG#KDYH#EHHQ#SUHSDUHG#IRU#VXEPLVVLRQ#WR#DQ#DXWKRUL]LQJ#ERG\#+%RDUG#
RI#0DQDJHPHQW23ROLF\#DQG#3ULRULWLHV#&RPPLWWHH2([HFXWLYH#&RXQFLO,#LQ#
DFFRUGDQFH#ZLWK#WKH#´3URFHGXUHV#0DQXDO#IRU#([HFXWLYH#&RXQFLO#
'RFXPHQWV1µ#$XWKRUL]LQJ#ERGLHV#VKRXOG#WKHQ#KDYH#SURSHUO\#DSSURYHG#
WKHVH#UHFRPPHQGDWLRQV1

81473 ,Q#RXU#UHYLHZ/#ZH#QRWHG#WKDW#WKH#%RDUG#RI#0DQDJHPHQW#DQG#WKH#
3ROLF\#DQG#3ULRULWLHV#&RPPLWWHH#DSSURYHG#D#UHFRPPHQGDWLRQ#IURP#WKH#
&RPPLWWHH#RI#'HSXW\#0LQLVWHUV#WR#DGYDQFH#WR#WKH#5)3#SKDVH#ZLWK#D#
VKRUW#OLVW#RI#WKUHH#SRWHQWLDO#SULYDWH#VHFWRU#SDUWQHUV1#+RZHYHU/#RQO\#
FHUWDLQ#RI#WKH#WROOLQJ#UHTXLUHPHQWV/#DV#GRFXPHQWHG#LQ#WKH#5)3/#ZHUH#
DSSURYHG#E\#WKH#%RDUG#RI#0DQDJHPHQW1#6SHFLILFDOO\/#WKH\#DSSURYHG#WKH#
WROOLQJ#SURWRFRO#DQG#FHUWDLQ#RWKHU#LWHPV#SXUVXDQW#WR#WKHLU#DSSURYDO#RI#
´)LQDQFLDO#3DUDPHWHUV#IRU#WKH#)UHGHULFWRQ#WR#0RQFWRQ#3URMHFW 0
)LQDQFHµ#RQ#5: )HEUXDU\#4<<:1#2WKHUZLVH/#WKH#FRQWHQWV#RI#WKH#5)3#
ZHUH#QRW#DSSURYHG#E\#WKH#%RDUG#RI#0DQDJHPHQW#RU#([HFXWLYH#&RXQFLO1#
7KRVH#ERGLHV#UHOLHG#RQ#GHSDUWPHQWDO#VWDII#DQG#KLUHG#FRQVXOWDQWV#WR#HQVXUH#
WKH#5)3#FRQWHQWV#ZHUH#DSSURSULDWH1#:H#IHHO#WKDW#([HFXWLYH#&RXQFLO#
DSSURYDO#RI#WKH#FRQWHQWV#RI#WKH#5)3#SULRU#WR#LVVXDQFH#ZRXOG#KDYH#EHHQ#
GHVLUDEOH#LQ#RUGHU#WR#HQVXUH#WKDW#JRYHUQPHQW#REMHFWLYHV#IRU#WKLV#
LPSRUWDQW#SURMHFW#ZHUH#SURSHUO\#UHIOHFWHG#LQ#WKH#WHUPV#WR#EH#PHW#E\#WKH#
ELGGHUV1

'HSDUWPHQWDO#FRPPHQWV 81474 $#QXPEHU#RI#SUHVHQWDWLRQV#ZHUH#PDGH#WR#&DELQHW#WR#NHHS#WKHP#
LQIRUPHG#DQG#WR#REWDLQ#DSSURYDO#DW#NH\#SRLQWV#LQ#WKH#SURFHVV1#7KH#
PDWHULDO#LQ#WKH#5)3#LV#FRPSOH[#DQG#LQYROYHG#VHYHUDO#ELQGHUV1#7KH#
JRYHUQPHQW#GHSHQGHG#RQ#WKH#H[SHULHQFH#RI#LWV#VWDII#DQG#WKH#H[SHUWV#LW#
HQJDJHG#IRU#WKLV#FRPSOH[#SURMHFW1

1HZ#*RYHUQPHQW#
*XLGHOLQHV

81475 :H#ZHUH#SOHDVHG#WR#QRWH#WKDW#WKH#3URYLQFH#UHOHDVHG#D#GRFXPHQW#
RQ#5;#-DQXDU\#4<<<#HQWLWOHG#´3XEOLF0SULYDWH#3DUWQHUVKLSV#+*XLGHOLQHV#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< <8



)UHGHULFWRQ00RQFWRQ#+LJKZD\ &KDSWHU#8
DQG#3URWRFROV,1µ#8QGHU#WKH#´JXLGLQJ#SULQFLSOHVµ#VHFWLRQ#RI#WKDW#
GRFXPHQW/#WKH#IROORZLQJ#FRPPHQWV#ZHUH#PDGH=

´$V#ZLWK#DQ\#SURSRVDO/#WKH#ILUVW#VWHS#LV#D#IXOO#HYDOXDWLRQ#WR#
GHWHUPLQH#ZKHWKHU#LW#LV#D#JRYHUQPHQW#SULRULW\1#$#
SXEOLF0SULYDWH#SDUWQHUVKLS#PD\#EH#SXUVXHG#RQO\#DIWHU#
DOWHUQDWLYH#PHWKRGV#RI#GHOLYHULQJ#WKH#SURMHFW#KDYH#XQGHUJRQH#
FDUHIXO#HYDOXDWLRQ/#LW#KDV#HPHUJHG#DV#WKH#EHVW#DOWHUQDWLYH/#DQG#
ZKHUH#LW#RIIHUV#WKH#EHVW#VROXWLRQ#GHPRQVWUDWHG#WKURXJK#D#VRXQG#
EXVLQHVV#FDVH111111

$OO#SXEOLF0SULYDWH#SDUWQHUVKLSV#ZLOO#EH#EDVHG#RQ#WKH#IROORZLQJ#
JXLGLQJ#SULQFLSOHV=

41###3URMHFW#GHILQLWLRQ=#WKH#SURMHFW#LV#RI#VXIILFLHQW#VL]H#DQG2RU#
FRPSOH[LW\#WR#SURYLGH#RSSRUWXQLW\#IRU#WKH#SULYDWH#VHFWRU#WR#
GHPRQVWUDWH#LWV#LQLWLDWLYH/#LQQRYDWLRQ#DQG#H[SHUWLVH#LQ#
SURYLGLQJ#EHVW#YDOXH#WR#1HZ#%UXQVZLFN1

51###&RPSHWLWLYH#SULYDWH#VHFWRU#PDUNHW=#VXIILFLHQW#TXDOLILHG#
SULYDWH#VHFWRU#SURSRQHQWV#H[LVW#WR#HQVXUH#D#FRPSHWLWLYH#
SURFHVV1

61###6KDUHG#UHZDUGV=#WKH#SXEOLF#UHFHLYHV#´YDOXH#IRU#PRQH\µ#
IURP#WKH#LQLWLDWLYH/#ZKLOH#WKH#SULYDWH#VHFWRU#FDQ#UHDVRQDEO\#
H[SHFW#WR#UHFHLYH#D#IDLU#UHWXUQ#RQ#LWV#LQYHVWPHQW1

71###3UHPLVH#RI#ULVN#WUDQVIHU=#ULVNV#DUH#DOORFDWHG#WR#WKH#SDUWQHU#
EHVW#VXLWHG#WR#DVVXPH#WKH#ULVN1

81###3URFXUHPHQW#SURFHVV=#PXVW#EH#IDLU#DQG#WUDQVSDUHQW#DQG#
ZLOO#EH#VXEMHFW#WR#GXH#GLOLJHQFH1

91###6LJQHG#FRQWUDFW=#WKH#DFFHSWDQFH#RI#D#XVXDOO\#ORQJ0WHUP#
UHODWLRQVKLS#HVWDEOLVKHG#WKURXJK#VLJQHG#FRQWUDFWXDO#
DUUDQJHPHQWV1

:1###&RPPXQLFDWLRQV=#D#SURDFWLYH/#RQJRLQJ#DQG#WUDQVSDUHQW#
FRPPXQLFDWLRQV#SODQ#GHVLJQHG#WR#NHHS#SHRSOH#LQIRUPHG#LV#
LPSOHPHQWHG1µ

81476 :H#IHHO#WKDW#WKH#GRFXPHQW#ZLOO#SURYLGH#D#XVHIXO#EHQFKPDUN#IRU#
IXWXUH#SXEOLF0SULYDWH#SDUWQHUVKLS#LQLWLDWLYHV#XQGHUWDNHQ#E\#WKH#3URYLQFH1

&RQFOXVLRQ 81477 ,Q#-XQH#4<<9/#WKH#JRYHUQPHQW#DQQRXQFHG#LWV#LQWHQWLRQ#WR#SXUVXH#
D#IRXU0ODQH#KLJKZD\#SURMHFW#EHWZHHQ#)UHGHULFWRQ#DQG#0RQFWRQ1#,Q#RXU#
RSLQLRQ/#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#DIWHU#WKDW#GDWH#ZDV#HIIHFWLYH#LQ#
WUDQVODWLQJ#JRYHUQPHQW#REMHFWLYHV#LQWR#VSHFLILF#UHTXLUHPHQWV#IRU#WKH#
SURMHFW1#+RZHYHU/#ZH#DUH#OHVV#FRPIRUWDEOH#ZLWK#WKH#SURFHVV#WKDW#OHDG#XS#
WR#WKH#-XQH#4<<9#DQQRXQFHPHQW1#*RYHUQPHQW#REMHFWLYHV#ZHUH#VHW#SULRU#WR#
WKDW#GDWH#ZKLFK#VHYHUHO\#OLPLWHG#WKH#DELOLW\#RI#GHSDUWPHQWDO#VWDII#WR#DGRSW#
IOH[LEOH#DSSURDFKHV#LQ#SXUVXLQJ#WKH#SURMHFW1#6HWWLQJ#WKHVH#REMHFWLYHV#ZDV#
FHUWDLQO\#D#YHU\#LPSRUWDQW#SDUW#RI#WKH#GHFLVLRQ0PDNLQJ#SURFHVV#IRU#WKH#
<9 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\
SURMHFW1#)RU#WKDW#UHDVRQ#ZH#IHHO#WKDW#REMHFWLYH0VHWWLQJ#E\#WKH#JRYHUQPHQW#
VKRXOG#KDYH#EHHQ#VXEMHFW#WR#WKH#VDPH#ULJRU#DQG#DQDO\VHV#WKDW#ZDV#DSSOLHG#
LQ#ODWHU#GHFLVLRQ0PDNLQJ#E\#GHSDUWPHQWDO#VWDII#DQG#FRQVXOWDQWV1#:H#
ZRXOG#HQFRXUDJH#IXWXUH#GHFLVLRQ0PDNHUV#WR#DGRSW#D#PRUH#IRUPDO#
DSSURDFK#WR#GHFLVLRQ0PDNLQJ#DQG#WR#DGHTXDWHO\#GRFXPHQW#WKH#UDWLRQDOH#
IRU#WKHLU#GHFLVLRQV1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< <:
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<; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

$SSHQGL[#,

)UHGHULFWRQ00RQFWRQ#+LJKZD\#3URMHFW#&KURQRORJ\

7KH#SURYLQFLDO#ZKLWH#SDSHU#´+LJKZD\V#IRU#WKH#1H[W#&HQWXU\µ#ZDV#UHOHDVHG#RQ#5;#6HSWHPEHU#4<<61#,W
IRUPDOO\#LQWURGXFHG#WKH#LGHD#WKDW#WKH#JRYHUQPHQW#RI#1HZ#%UXQVZLFN#ZRXOG#EH#FRQVLGHULQJ#SDUWQHUVKLS
DUUDQJHPHQWV#ZLWK#SULYDWH#VHFWRU#LQWHUHVWV#WR#EXLOG#DQG#ILQDQFH#FHUWDLQ#SRUWLRQV#RI#SODQQHG#KLJKZD\V1#,W
DOVR# LQGLFDWHG# WKDW# WKH#JRYHUQPHQW#ZRXOG#DFWLYHO\#SXUVXH# WKH# LPSOHPHQWDWLRQ#RI# WROOV#RQ#SRUWLRQV#RI
QHZ#KLJKZD\V#VR#WKDW#WUDIILF#ZKLFK#EHQHILWV#IURP#WKH#QHZ#WUDQVSRUWDWLRQ#OLQNV#ZRXOG#VKDUH#LQ#WKH#FRVW
RI#WKH#SURMHFW1

7KH#ILQDO#UHSRUW#RI#WKH#6HOHFW#&RPPLWWHH#RQ#1HZ#%UXQVZLFN·V#+LJKZD\#3ROLF\#+$OO#SDUW\#FRPPLWWHH,
ZDV#SUHVHQWHG#RQ#;#$SULO#4<<71#7KH#&RPPLWWHH#UHFRPPHQGHG#WKDW#DSSURSULDWH#IXQGLQJ#PHFKDQLVPV#WR
DOORZ# WKH# FRPSOHWLRQ# RI# WKH# QDWLRQDO# KLJKZD\# V\VWHP# EH# GHWHUPLQHG# DQG# DJUHHG# XSRQ# LQ# WKH# QHDU
IXWXUH1#7KH\#DOVR#UHFRPPHQGHG#WKDW#WKH#3URYLQFH#REWDLQ#D#VLJQLILFDQW#FRPPLWPHQW#RI#IXQGV#IURP#WKH
IHGHUDO#JRYHUQPHQW1#

,Q# -XQH# 4<<7/# WKH# UHSRUW# ´)HDVLELOLW\# 6WXG\# IRU#7ROO#+LJKZD\V# DQG#3ULYDWH# 6HFWRU# ,QYROYHPHQW# IRU
+LJKZD\#'HYHORSPHQW# LQ#1HZ#%UXQVZLFNµ#ZDV# FRPSOHWHG# IRU# WKH#1HZ#%UXQVZLFN#'HSDUWPHQW# RI
7UDQVSRUWDWLRQ#DQG# WKH#1HZ#%UXQVZLFN#'HSDUWPHQW#RI#)LQDQFH#E\#$',#/LPLWHG/#3ULFH#:DWHUKRXVH/
DQG#7UDQVURXWH#&RQVXOWDQWV1# ,W#ZDV#SUHSDUHG# WR#H[DPLQH# WKH# IHDVLELOLW\#RI# WROO#KLJKZD\V#DQG#SULYDWH
VHFWRU#LQYROYHPHQW#LQ#KLJKZD\#GHYHORSPHQW#LQ#WKH#3URYLQFH1#

7KH#$FW#FUHDWLQJ#WKH#1HZ#%UXQVZLFN#+LJKZD\#&RUSRUDWLRQ#ZDV#VLJQHG#E\#WKH#/LHXWHQDQW#*RYHUQRU#RQ
5< 0DUFK#4<<81#7KH#$FW#LQWURGXFHG#WKH#FRQFHSW#RI#WROOLQJ#LQWR#OHJLVODWLRQ1#1%+&#ZDV#LQWHQGHG#WR#EH
DEXVLQHVV# HQWHUSULVH# HVWDEOLVKHG# WR# GHVLJQ/# FRQVWUXFW/# RSHUDWH/# PDLQWDLQ/# WROO# DQG# RZQ# FHUWDLQ
KLJKZD\V1#:H#PDGH#VRPH#FRPPHQWV#UHODWLQJ#WR#WKH#LQWHQGHG#SXUSRVH#RI#1%+&#LQ#RXU#4<<8#5HSRUW1

7KH#URXWLQJ#GHFLVLRQ#IRU#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW#ZDV#DQQRXQFHG#RQ#44 -XQH#4<<91
7KH# /LHXWHQDQW#*RYHUQRU# LQ# &RXQFLO# DSSURYHG# WKH# 7UDQV0&DQDGD#+LJKZD\# URXWLQJ# SUHVHQWHG# DQG
VWXGLHG#LQ#WKH#(QYLURQPHQWDO#,PSDFW#$VVHVVPHQW#ZLWK#FHUWDLQ#SURYLVRV1

7KH# RIILFLDO# DQQRXQFHPHQW# WKDW# WKH# SURMHFW# ZRXOG# SURFHHG# ZDV# PDGH# RQ# 47# -XQH# 4<<91# ,W# ZDV
DQQRXQFHG#WKDW#WKH#IRXU0ODQH#VHFWLRQ#EHWZHHQ#/RQJV#&UHHN#DQG#0RQFWRQ#ZRXOG#EH#FRPSOHWHG#E\#53331
,W#ZDV#DOVR#DQQRXQFHG#WKDW#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#KDG#EHHQ#HQJDJHG#E\#WKH#3URYLQFH#WR#GR#D
ILQDQFLDO# IHDVLELOLW\# VWXG\# RI# WKH# SURMHFW1#7KH#3URYLQFH# LGHQWLILHG# IHGHUDO0SURYLQFLDO# IXQGLQJ# DV# WKH
SUHIHUUHG#RSWLRQ1#,Q#WKH#DEVHQFH#RI#IHGHUDO#IXQGLQJ/#LW#ZDV#LQGLFDWHG#WKDW#WKH#3URYLQFH#ZDV#SUHSDUHG#WR
ORRN#DW#RWKHU#RSWLRQV#VXFK#DV#D#SXEOLF0SULYDWH#SDUWHUVKLS/#WROOV#DQG2RU#JDVROLQH#DQG#GLHVHO#IXHO#WD[HV1

2Q#59#-XQH#4<<9/#WKH#%RDUG#RI#0DQDJHPHQW#DQG#([HFXWLYH#&RXQFLO#DSSURYHG#WKH#HQJDJHPHQW#RI#5%&
'RPLQRQ#6HFXULWLHV#,QF1#WR#DQDO\]H#WKH#IHDVLELOLW\#RI#DSSO\LQJ#D#SXEOLF0SULYDWH#SDUWQHUVKLS#DSSURDFK#WR
WKH# SURSRVHG#)UHGHULFWRQ00RQFWRQ#+LJKZD\# SURMHFW1#5%&#'RPLQLRQ# 6HFXULWLHV# ,QF1#ZDV# SURYLGHG
ZLWK#WKH#IROORZLQJ#ILVFDO#REMHFWLYHV#RI#WKH#3URYLQFH/#ZKLFK#KDG#WR#EH#PHW#E\#DQ\#SURSRVHG#VWUXFWXUH1#



&KDSWHU#8 )UHGHULFWRQ00RQFWRQ#+LJKZD\

5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< <<

7KH\#ZHUH=
0##WR#DYRLG#DQ#LQFUHDVH#LQ#SURYLQFLDO#GHEW>
0##WR#DFKLHYH#D#UHDVRQDEOH#FRVW#RI#IXQGV>#DQG
0##WR#DFKLHYH#DQ#RSWLPDO#GHJUHH#RI#ULVN#WUDQIHU#WR#WKH#SULYDWH#VHFWRU1

2Q#5#-XO\#4<<9#WKH#3URMHFW#2IILFH#ZDV#VHW#XS#IRU#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\#SURMHFW#DQG#
YDULRXV#H[SHUWV#IURP#DFURVV#JRYHUQPHQW#ZHUH#VHFRQGHG#WR#WKH#SURMHFW1#8QWLO#WKDW#WLPH/#GHSDUWPHQWDO#
LQYROYHPHQW#LQ#WKH#SURMHFW#KDG#EHHQ#OLPLWHG#WR#WKDW#RI#VHQLRU#FLYLO#VHUYDQWV1

'XULQJ#VXPPHU#DQG#IDOO#RI#4<<9/#IRXU#RWKHU#NH\#VSHFLDOLVW#FRQVXOWDQWV#ZHUH#UHWDLQHG#LQFOXGLQJ#.30*#
+SXEOLF0SULYDWH#SDUWQHUVKLS#SURFHVV,/#'HOFDQ#+HQJLQHHULQJ,/#*RRGPDQ#3KLOOLSV#)#9LQHEHUJ#+OHJDO,/#DQG#
:DVKEXUQ#)#*LOOLV#+HQYLURQPHQWDO,1

,Q#6HSWHPEHU#4<<9#$',#/LPLWHG#ZDV#FRQWUDFWHG#WR#FRQGXFW#D#WUDIILF#VWXG\#RI#WKH#/RQJV#&UHHN#WR#
0RQFWRQ#FRUULGRU#LQ#FRQMXQFWLRQ#ZLWK#:LOEXU#6PLWK#DQG#$VVRFLDWHV#RI#1HZ#+DYHQ/#&RQQHFWLFXW1#7KH#
7RURQWR0EDVHG#,%,#*URXS#ZDV#DOVR#LQYROYHG1#

7KH#LQWHULP#UHSRUW#RQ#WKH#)UHGHULFWRQ#WR#0RQFWRQ#+LJKZD\#SURMHFW#IRU#WKH#3URYLQFH#RI#1HZ#
%UXQVZLFN#ZDV#LVVXHG#E\#5%&#'RPLQLRQ#6HFXULWLHV#,QF1#RQ#5;#2FWREHU#4<<91#,W#SUHVHQWHG#WKUHH#
VWUXFWXULQJ#DOWHUQDWLYHV#DQG#LQGLFDWHG#5%&#'RPLQLRQ·V#UHFRPPHQGHG#SURSRVDO#+D#FDUHIXOO\0VWUXFWXUHG#
SXEOLF0SULYDWH#SDUWQHUVKLS,#WKDW#KDV#VXEVHTXHQWO\#EHHQ#LPSOHPHQWHG1

$#5HTXHVW#IRU#4XDOLILFDWLRQV#+5)4,#ZDV#LVVXHG#RQ#4;#'HFHPEHU#4<<9#WR#LGHQWLI\#SDUWLHV#TXDOLILHG#WR#
SDUWQHU#IRU#WKH#SURMHFW1#$W#WKH#WLPH#RI#WKH#DQQRXQFHPHQW#RI#WKH#5)4/#WKH#0LQLVWHUV#RI#7UDQVSRUWDWLRQ#
DQG#)LQDQFH#LQGLFDWHG#WKDW#D#SXEOLF0SULYDWH#SDUWQHUVKLS#DSSURDFK#KDG#EHHQ#VHOHFWHG1#7KH\#DOVR#
LQGLFDWHG#WKDW#WKH#KLJKZD\#ZRXOG#LQFOXGH#XVHU#WROOV1#7KH#UHYLVHG#GHDGOLQH#GDWH#IRU#FRPSOHWLRQ#RI#WKH#
KLJKZD\#ZDV#DQQRXQFHG#DV#53341

%\#WKH#GHDGOLQH#GDWH#RI#56#-DQXDU\#4<<:/#ILYH#5)4#VXEPLVVLRQV#KDG#EHHQ#UHFHLYHG1#)RXU#HYDOXDWLRQ#
WHDPV#RI#JRYHUQPHQW#VWDII#DQG#FRQVXOWDQWV#KDG#EHHQ#HVWDEOLVKHG#WR#HYDOXDWH#WKH#ILYH#UHVSRQVHV#UHFHLYHG#
WR#WKH#5)41#7KH#WHDPV#LQFOXGHG#D#GHYHORSPHQW#WHDP/#D#WHFKQLFDO#WHDP/#D#ILQDQFLDO#WHDP/#DQG#DQ#
RSHUDWLRQDO#DQG#PDLQWHQDQFH#WHDP1

$OO#IRXU#HYDOXDWLRQ#WHDPV#VLJQHG#RII#RQ#WKHLU#HYDOXDWLRQV#RI#WKH#ILYH#SURSRVDOV#RQ#4<#)HEUXDU\#4<<:1#
7KH#6WHHULQJ#&RPPLWWHH#DOVR#VLJQHG#RII/#DSSURYLQJ#WKH#DGYDQFHPHQW#RI#WKUHH#SURSRQHQWV#WR#WKH#5)3#
VWDJH#RQ#WKH#VDPH#GDWH1#7KH#6WHHULQJ#&RPPLWWHH#ZDV#SULPDULO\#FRPSRVHG#RI#VHQLRU#RIILFLDOV#IURP#WKH#
'HSDUWPHQW#RI#7UDQVSRUWDWLRQ/#EXW#DOVR#LQFOXGHG#UHSUHVHQWDWLYHV#RI#WKH#'HSDUWPHQW#RI#)LQDQFH1

7KH#&RPPLWWHH#RI#'HSXW\#0LQLVWHUV#VLJQHG#RII#DSSURYLQJ#WKH#DGYDQFHPHQW#RI#WKUHH#SURSRQHQWV#WR#WKH#
5)3#VWDJH#RQ#54#)HEUXDU\#4<<:1#7KLV#FRPPLWWHH#ZDV#HVWDEOLVKHG#IRU#UHYLHZ#SXUSRVHV#DQG#ZDV#PDGH#
XS#RI#WKH#'HSXW\#0LQLVWHUV#RI#7UDQVSRUWDWLRQ/#)LQDQFH/#-XVWLFH#DQG#D#VHQLRU#UHSUHVHQWDWLYH#IURP#WKH#
3UHPLHU·V#2IILFH1

2Q#58#)HEUXDU\#4<<:/#WKH#%RDUG#RI#0DQDJHPHQW#DQG#3ROLF\#DQG#3ULRULWLHV#&RPPLWWHH#UHFRPPHQGHG#
WR#([HFXWLYH#&RXQFLO#WKDW#D#VKRUWOLVW#RI#WKUHH#SURSRQHQWV#DGYDQFH#WR#WKH#5)3#VWDJH#LQ#DFFRUGDQFH#ZLWK#
WKH#SURFHVV#LGHQWLILHG#LQ#WKH#5)4#GRFXPHQW1#,QFOXGHG#LQ#WKH#VKRUWOLVW#ZHUH#WKH#0DULWLPH#+LJKZD\#
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433 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

&RUSRUDWLRQ/#WKH#0DULWLPH#5RDG#'HYHORSPHQW#&RUSRUDWLRQ/#DQG#3HWHU#.LHZLW#6RQV#&R1#/WG1#7KH#
([HFXWLYH#&RXQFLO#DSSURYHG#WKH#DGYDQFHPHQW#RI#WKH#WKUHH#SURSRQHQWV#WR#WKH#5)3#VWDJH#RQ#WKH#VDPH#
GDWH#DQG#D#SXEOLF#DQQRXQFHPHQW#RI#WKH#VKRUWOLVW#RI#SURSRQHQWV#ZDV#PDGH1

2Q#5:#)HEUXDU\#4<<:/#WKH#%RDUG#RI#0DQDJHPHQW#DQG#([HFXWLYH#&RXQFLO#DSSURYHG#WKH#IROORZLQJ#
ILQDQFLDO#SDUDPHWHUV#IRU#LQFOXVLRQ#LQ#WKH#5)31

L,####$#EDQ#RQ#WKURXJK#WUXFNV#RQ#WKH#H[LVWLQJ#7UDQV#&DQDGD#+LJKZD\1#6SHFLDO#SHUPLWV#IRU#WUXFNV
######ZLWK#ORFDO#EXVLQHVV1
LL,###*RYHUQPHQW#ZLOO#PDNH#WKH#3URYLQFH·V#VXE0OHDVH#SD\PHQWV#D#VWDWXWRU\#DSSURSULDWLRQ1
LLL,##$Q#LQLWLDO#PLQLPXP#WROO#IRU#WUXFNV#RI#'55#RQH#ZD\1
LY,##$Q#LQLWLDO#WROO#IRU#FDUV#LQ#WKH#UDQJH#RI#'91:8#WR#':1331

$#ILQDO#WUDIILF#VWXG\#UHSRUW#ZDV#LVVXHG#E\#$',#/LPLWHG#RQ#54#0DUFK#4<<:1#,W#LQGLFDWHG#WKH#PRVW#OLNHO\#
WROO#UHYHQXH#IRU#WKH#ILUVW#63#\HDUV#RI#WKH#VXE0OHDVH#ZRXOG#EH#LQ#WKH#UDQJH#RI#'983#PLOOLRQ1

$#5HTXHVW#IRU#3URSRVDOV#ZDV#LVVXHG#WR#WKUHH#VKRUW0OLVWHG#SURSRQHQWV#RQ#5:#0DUFK#4<<:1#2Q#WKDW#VDPH#
GDWH#DQ#2UGHU#LQ#&RXQFLO#SURFODLPHG#FKDQJHV#WR#WKH#1HZ#%UXQVZLFN#+LJKZD\#&RUSRUDWLRQ#$FW#DQG#
VWDWHG#WKDW#WKH#FKDQJHV#ZRXOG#FRPH#LQWR#IRUFH#DV#RI#5:#0DUFK#4<<:1#7KHVH#FKDQJHV#JDYH#1%+&#WKH#
DELOLW\#WR#FRQWUDFW#ZLWK#D#SULYDWH#SDUWQHU1#



#&KDSWHU#9
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&KDSWHU#9 3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ

#3HUIRUPDQFH#0HDVXUHPHQW#
DQG#(IIHFWLYHQHVV#5HSRUWLQJ
%DFNJURXQG 914 7KLV#FKDSWHU#H[DPLQHV#WKH#GHYHORSPHQW#RI#SHUIRUPDQFH#
PHDVXUHPHQW#DQG#HIIHFWLYHQHVV#UHSRUWLQJ#LQ#WKH#3URYLQFH#RI#1HZ#
%UXQVZLFN#RYHU#WKH#ODVW#WHQ#\HDUV1#7KLV#\HDU#PDUNV#WKH#WHQWK#DQQLYHUVDU\#
RI#RXU#2IILFH·V#HIIHFWLYHQHVV#UHSRUWLQJ#PDQGDWH#DQG#DOVR#WKH#WHQWK#
DQQLYHUVDU\#RI#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN*V#ILUVW#DQQXDO#UHSRUW#
SROLF\1#

915 2XU#2IILFH#FDUULHG#RXW#DQG#UHSRUWHG#RQ#LWV#ILUVW#YDOXH0IRU0PRQH\#
DXGLW#LQ#4<;<1#7KLV#H[SDQVLRQ#RI#WKH#2IILFH·V#UROH#LQWR#YDOXH0IRU0PRQH\#
DXGLWLQJ#ZDV#DFFRPSOLVKHG#E\#DGGLQJ#WR#WKH#OLVW#RI#UHSRUWDEOH#LWHPV#
XQGHU#WKH#$XGLWRU#*HQHUDO#$FW#FDVHV#ZKHUH=

• PRQH\#KDV#EHHQ#H[SHQGHG#ZLWKRXW#GXH#UHJDUG#WR#HFRQRP\#RU#
HIILFLHQF\>#

• SURFHGXUHV#KDYH#QRW#EHHQ#HVWDEOLVKHG#WR#PHDVXUH#DQG#UHSRUW#RQ#WKH#
HIIHFWLYHQHVV#RI#SURJUDPV/#ZKHUH/#LQ#WKH#RSLQLRQ#RI#WKH#$XGLWRU#
*HQHUDO/#WKH#SURFHGXUHV#FRXOG#DSSURSULDWHO\#DQG#UHDVRQDEO\#EH#XVHG>#
DQG

• SURFHGXUHV#HVWDEOLVKHG#WR#PHDVXUH#DQG#UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#
SURJUDPV#ZHUH#QRW/#LQ#WKH#RSLQLRQ#RI#WKH#$XGLWRU#*HQHUDO/#
VDWLVIDFWRU\1
#

916 7KHVH#DPHQGPHQWV#WR#RXU#OHJLVODWLRQ#LQ#'HFHPEHU#4<;;#
HVWDEOLVKHG#WKH#VR0FDOOHG#´7KUHH#(·Vµ#+HFRQRP\/#HIILFLHQF\/#DQG#
HIIHFWLYHQHVV,#LQ#OHJLVODWLRQ1#)URP#WKH#RXWVHW/#RXU#2IILFH#UHDOL]HG#WKDW#
UHSRUWLQJ#XQGHU#WKDW#WKLUG#´(µ#RI#HIIHFWLYHQHVV#ZRXOG#EH#D#FKDOOHQJH/#
HVSHFLDOO\#JLYHQ#WKH#IDFW#WKDW#WKHUH#ZDV#QR#HIIHFWLYHQHVV#UHSRUWLQJ#
IUDPHZRUN#LQ#SODFH1#3DUDJUDSK#8148#RI#RXU#4<;<#5HSRUW#UDLVHG#WKH#LVVXH#
ZLWK#WKH#IROORZLQJ#VWDWHPHQW=

$W#SUHVHQW#WKHUH#LV#QR#FRQVHQVXV#RQ#WKH#FRQFHSW#RI#SURYLGLQJ#
LQIRUPDWLRQ#RQ#WKH#HIIHFWLYHQHVV#RI#SURJUDPV#LQ#VRPH#IRUP#RI#
SXEOLF#GRFXPHQW1#,W#LV#LQ#WKLV#FRQWH[W#WKDW#ZH#KDYH#FDUULHG#RXW#
WKH#DXGLW#>RI#WKH#)DFLOLWLHV#0DQDJHPHQW#%UDQFK#RI#WKH#
'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV@#DQG#SURYLGH#RXU#
UHFRPPHQGDWLRQV#UHODWLQJ#WR#HIIHFWLYHQHVV#LQIRUPDWLRQ1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 436



3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ &KDSWHU#9
917 ,Q#WKLV#FKDSWHU#ZH#ZRXOG#OLNH#WR#ORRN#DW#VRPH#RI#WKH#KLJKOLJKWV#RI#
WKDW#FKDOOHQJH#RYHU#WKH#ODVW#WHQ#\HDUV1#$QG#DV#ZH#SURYLGH#WKDW#
UHWURVSHFWLYH/#ZH#DOVR#GLVFXVV#WKH#VRPHZKDW#VLPXOWDQHRXV#GHYHORSPHQW#
RI#WKH#3URYLQFH*V#DQQXDO#UHSRUWLQJ#DQG#SHUIRUPDQFH#PHDVXUHPHQW#
SROLFLHV1#

6FRSH 918 7KLV#FKDSWHU#JLYHV#DQ#RYHUYLHZ#RI#FRPPHQWV#LQ#SUHYLRXV#5HSRUWV#
RI#WKH#$XGLWRU#*HQHUDO#UHODWLQJ#WR#DQQXDO#UHSRUWV#RI#GHSDUWPHQWV#DQG#
DJHQFLHV#DQG#HIIHFWLYHQHVV#UHSRUWLQJ1#$V#ZHOO/#WKH#FKDSWHU#DGGUHVVHV#
YDULRXV#SROLF\#DQG#UHSRUWLQJ#GHYHORSPHQWV#E\#WKH#3URYLQFH/#EHJLQQLQJ#
ZLWK#WKH#RULJLQDO#SROLFLHV#RI#4<;</#WKH#DQQXDO#UHSRUW#SROLF\#$'04938#
IURP#4<<4/#DQG#WKH#LPSOHPHQWDWLRQ#RI#%3HUIRUPDQFH#0HDVXUHPHQW=#
6XSSOHPHQW#WR#WKH#0DLQ#(VWLPDWHV%#LQ#4<<90<:1

919 6LPLODU#WR#VRPH#RI#RXU#HDUOLHU#5HSRUWV/#ZH#KDYH#DOVR#FDUULHG#RXW#
D#UHYLHZ#RI#DQQXDO#UHSRUWV#WR#GHWHUPLQH#LI#JRYHUQPHQW#GHSDUWPHQWV#DUH#
FRPSO\LQJ#ZLWK#WKH#DQQXDO#UHSRUW#SROLF\1#,Q#WKLV#UHVSHFW/#WKH#VFRSH#
LQFOXGHV#WKH#4<<:0<;#UHSRUWV#RI#JRYHUQPHQW#GHSDUWPHQWV/#WKH#ODWHVW#RQHV#
DYDLODEOH#DW#WKH#WLPH#RI#RXU#UHYLHZ1

91: :H#KDG#WKUHH#REMHFWLYHV#LQ#FDUU\LQJ#RXW#WKLV#VSHFLDO#VWXG\=

• WR#SURYLGH#DQ#RYHUYLHZ#RI#RXU#DXGLW#HIIRUWV#DQG#WKH#SURJUHVV#E\#WKH#
3URYLQFH#LQ#WKH#DUHDV#RI#SHUIRUPDQFH#PHDVXUHPHQW#DQG#HIIHFWLYHQHVV#
UHSRUWLQJ#RYHU#WKH#ODVW#WHQ#\HDUV>

• WR#UHYLHZ#DQQXDO#UHSRUWV#RI#JRYHUQPHQW#GHSDUWPHQWV#IRU#4<<:0<;#
XVLQJ#RXU#VFRUHFDUG#PHWKRGRORJ\#GHYHORSHG#LQ#SULRU#DXGLWV>#DQG

• WR#SURPRWH#WKH#XVH#RI#WKH#DQQXDO#UHSRUW#DV#DQ#DFFRXQWDELOLW\#
GRFXPHQW1

5HVXOWV#LQ#%ULHI 91; 7KH#SHUIRUPDQFH#PHDVXUHPHQW#V\VWHP#LQ#1HZ#%UXQVZLFN#
FRQWLQXHV#WR#H[SDQG#DQG#LPSURYH#HDFK#\HDU1

91< :H#KDYH#VHHQ#LPSURYHPHQW#LQ#WKH#OHYHO#RI#FRPSOLDQFH#ZLWK#
WKH#DQQXDO#UHSRUW#SROLF\1#:H#UHFRPPHQG#WKH#SROLF\#EH#UHYLVHG#WR#
LQFOXGH#GLUHFWLRQ#WKDW#HDFK#DQQXDO#UHSRUW#VKRXOG#LQGLFDWH#KRZ#LW#
FRPSOLHV#ZLWK#WKH#SROLF\1

9143 7KH#/HJLVODWLYH#$VVHPEO\/#WKURXJK#LWV#3XEOLF#$FFRXQWV#
&RPPLWWHH#+DQG#SRVVLEO\#WKH#&URZQ#&RUSRUDWLRQV#&RPPLWWHH,/#FRXOG#
KDYH#D#UROH#WR#SOD\#LQ#LPSURYLQJ#DQQXDO#UHSRUWV/#´WKH#PDMRU#
DFFRXQWDELOLW\#GRFXPHQW#IRU#WKH#/HJLVODWLYH#$VVHPEO\#DQG#WKH#
JHQHUDO#SXEOLF1µ

)LUVW#9DOXH0IRU00RQH\#
$XGLWV

9144 2XU#ILUVW#YDOXH0IRU0PRQH\#DXGLW/#LQ#4<;</#FRYHUHG#WKH#)DFLOLWLHV#
0DQDJHPHQW#%UDQFK#RI#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV1#7KDW#
DXGLW#LQFOXGHG#DQ#HIIHFWLYHQHVV#UHSRUWLQJ#FRPSRQHQW1#:H#DFWXDOO\#
VXJJHVWHG#D#QXPEHU#RI#LQGLFDWRUV#WKH#'HSDUWPHQW#PLJKW#XVH#LQ#UHSRUWLQJ#
RQ#WKH#%UDQFK·V#HIIHFWLYHQHVV1#
437 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#9 3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ
9145 :H#IDFHG#D#GLIILFXOW\/#KRZHYHU/#LQ#WKDW#WKH#JRYHUQPHQW#RI#WKH#
GD\#KDG#QR#JHQHUDOO\#DFFHSWHG#PDQQHU#RU#GRFXPHQW#IRU#DGGUHVVLQJ#WKLV#
QHHG#IRU#SHUIRUPDQFH#LQIRUPDWLRQ1#5HFRJQL]LQJ#WKLV/#ZH#PDGH#D#
UHFRPPHQGDWLRQ#WKDW=

7KH#LQIRUPDWLRQ#WR#EH#LQFOXGHG#LQ#WKH#'HSDUWPHQW#RI#6XSSO\#
DQG#6HUYLFHV#$QQXDO#5HSRUW/#WKH#1HZ#%UXQVZLFN#0DLQ#
(VWLPDWHV/#DQG#WKH#1HZ#%UXQVZLFN#3XEOLF#$FFRXQWV#VKRXOG#EH#
UHYLHZHG1#7KH#SXUSRVH#RI#WKLV#UHYLHZ#ZRXOG#EH#WR#HVWDEOLVK#WKH#
W\SHV#DQG#DPRXQWV#RI#LQIRUPDWLRQ#WR#EH#UHSRUWHG#WR#HQDEOH#WKH#
/HJLVODWLYH#$VVHPEO\#DQG#WKH#SXEOLF#WR#IRUP#DQ#RSLQLRQ#RQ#WKH#
HIIHFWLYHQHVV#RI#WKH#IDFLOLWLHV#PDQDJHPHQW#IXQFWLRQ1#7KH#UHYLHZ#
VKRXOG#HVWDEOLVK#ZKLFK#GRFXPHQWV#VKRXOG#LQFOXGH#WKLV#
LQIRUPDWLRQ#RU#LI#DQRWKHU#GRFXPHQW#VKRXOG#EH#FUHDWHG#WR#UHSRUW#
WKLV#LQIRUPDWLRQ1#

9146 7KH#'HSDUWPHQW#UHVSRQGHG#WKDW#LW#KDG#VRPH#GLIILFXOW\#ZLWK#RXU#
UHFRPPHQGDWLRQV1#,W#QRWHG#WKDW#ERWK#WKH#0DLQ#(VWLPDWHV#DQG#WKH#3XEOLF#
$FFRXQWV#´DUH#SUHSDUHG#LQ#DFFRUGDQFH#ZLWK#DQ#HVWDEOLVKHG#IRUPDW#WKDW#LV#
VHW#E\#JRYHUQPHQW#DQG#ZH#KDYH#QR#LQSXW#LQWR#VDPH1µ#7KH#'HSDUWPHQW#
GLG#DJUHH#WR#XQGHUWDNH#D#UHYLHZ#RI#WKH#DQQXDO#UHSRUW/#KRZHYHU/#´WR#
GHWHUPLQH#WKH#LQIRUPDWLRQ#WKDW#VKRXOG#EH#LQFOXGHG1µ

9147 2XU#VHFRQG#YDOXH0IRU0PRQH\#DXGLW#ZDV#LQ#WKH#1XUVLQJ#+RPH#
6HUYLFHV#%UDQFK#RI#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV1#
$QG#DJDLQ/#ZH#IDFHG#VLPLODU#LVVXHV#ZKHQ#LW#FDPH#WR#RXU#FRPPHQWV#DQG#
UHFRPPHQGDWLRQV#RQ#HIIHFWLYHQHVV#UHSRUWLQJ1#7KH#'HSDUWPHQW#UHVSRQGHG#
DV#IROORZV=

:KLOH#WKHUH##LV#QR#REMHFWLRQ#WR#SDUWLFLSDWLQJ#LQ#HIIRUWV#WR#
GHYHORS#UHILQHG#DFFRXQWDELOLW\#UHSRUWLQJ/#DGGLWLRQDO#
UHVRXUFHV#DQG#FHQWUDO#DJHQF\#OHDGHUVKLS#DUH#VHHQ#DV#
SUHUHTXLVLWHV1#6LQFH#FHQWUDO#JRYHUQPHQW#DJHQFLHV#KDYH#D#
GLUHFW#LQWHUHVW#LQ#VXFK#PDWWHUV/#WKH\#VKRXOG#WDNH#WKH#OHDG#UROH#
LQ#WKLV#DUHD#DQG#HVWDEOLVK/#LQ#FRQVXOWDWLRQ#ZLWK#RSHUDWLRQDO#
GHSDUWPHQWV/#D#VXLWDEOH#JHQHUDO#IUDPHZRUN1

)LUVW#*RYHUQPHQW0
:LGH#6WXG\#RI#$QQXDO#
5HSRUWV

9148 ,W#ZDV#LQ#WKLV#FRQWH[W#WKDW#LQ#4<;<0<3#RXU#2IILFH#FDUULHG#RXW#LWV#
ILUVW#JRYHUQPHQW0ZLGH#VWXG\#RI#DQQXDO#UHSRUWV1#,W#ZDV#VHHQ#DV#DQ#
LPSRUWDQW#EDFNJURXQG#VWXG\#WR#KHOS#WKH#2IILFH#IXOILO#LWV#QHZ0IRXQG#
UHVSRQVLELOLWLHV#LQ#WKH#DUHD#RI#HIIHFWLYHQHVV#UHSRUWLQJ1

9149 7KH#2IILFH#GHYHORSHG#DXGLW#FULWHULD#LQ#ILYH#NH\#DUHDV=#WLPHOLQHVV>#
SK\VLFDO#OD\RXW>#JRDOV/#REMHFWLYHV#DQG#UHODWHG#SHUIRUPDQFH#GDWD>#
ILQDQFLDO#GLVFORVXUH>#DQG#XQGHUVWDQGDELOLW\1#,Q#GHYHORSLQJ#FULWHULD#ZH#
ZHUH#DLGHG#E\#WKH#IDFW#WKDW#WKH#JRYHUQPHQW#KDG#LVVXHG#WZR#PDMRU#DQQXDO#
UHSRUW#SROLF\#VWDWHPHQWV#VKRUWO\#EHIRUH#WKH#DXGLW#EHJDQ1#7KH#ILUVW/#GDWHG#
4 0DUFK#4<;</#ZDV#GHYHORSHG#E\#WKH#3UHPLHU·V#2IILFH1#,W#ZDV#
VXSHUVHGHG#E\#D#SROLF\#GDWHG#;#6HSWHPEHU#4<;<#IURP#WKH#&DELQHW#
&RPPLWWHH#RQ#&RPPXQLFDWLRQV1#:H#WRRN#JUHDW#LQWHUHVW#LQ#WKH#IDFW#WKDW#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 438



3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ &KDSWHU#9
RQH#RI#WKH#SROLFLHV#VSRNH#RI#UHSRUWLQJ#´WKH#UHVXOWV#REWDLQHG#E\#
H[SHQGLWXUHV1µ#:H#VDZ#WKLV#VWDWHPHQW#DV#D#UHIHUHQFH#WRZDUGV#UHSRUWLQJ#
RQ#WKH#HIIHFWLYHQHVV#RI#WKH#H[SHQGLWXUH#RI#IXQGV1

914: 2XU#JHQHUDO#FRQFOXVLRQ#ZDV#WKDW#WKH#DQQXDO#UHSRUWV#GLG#QRW#
SUHVHQW#WKH#LQIRUPDWLRQ#QHHGHG#E\#WKH#/HJLVODWLYH#$VVHPEO\#DQG#WKH#
SXEOLF#WR#MXGJH#SURJUDP#HIIHFWLYHQHVV1#7KHUH#ZDV#LQVXIILFLHQW#
SHUIRUPDQFH#LQIRUPDWLRQ#WR#WHOO#WKH#DFFRXQWDELOLW\#VWRU\1#$V#ZHOO/#
UHSRUWLQJ#ZDV#QRW#WLPHO\1#7KH#$XGLWRU#*HQHUDO·V#PDMRU#UHFRPPHQGDWLRQ#
ZDV#DV#IROORZV=

,#UHFRPPHQG#WKH#&DELQHW#&RPPLWWHH#RQ#&RPPXQLFDWLRQV#
UHYLVH#WKH#UHTXLUHPHQWV#IRU#DQQXDO#UHSRUWV1#$QQXDO#UHSRUWV#
VKRXOG#UHIOHFW#KRZ#HIIHFWLYH#GHSDUWPHQWV#DQG#DJHQFLHV#KDYH#
EHHQ#LQ#WKH#XVH#RI#JRYHUQPHQW#IXQGV1

1HZ#$QQXDO#5HSRUW#
3ROLF\

914; :H#ZHUH#SOHDVHG/#DQG#VRPHZKDW#VXUSULVHG/#E\#KRZ#TXLFNO\#DQG#
WKRURXJKO\#WKH#JRYHUQPHQW#UHVSRQGHG#WR#RXU#UHFRPPHQGDWLRQ1#2XU#
SXEOLF#5HSRUW#ZDV#LVVXHG#LQ#ODWH#4<<31#2Q#59#-XQH#4<<4#WKH#&DELQHW#
&RPPLWWHH#RQ#&RPPXQLFDWLRQV#LVVXHG#D#QHZ#DQQXDO#UHSRUW#SROLF\#ZKLFK#
DGGUHVVHG#RXU#UHFRPPHQGDWLRQ1#,W#DQVZHUHG#WKH#TXHVWLRQV#RI#ZKHUH#DQG#
KRZ#SHUIRUPDQFH#LQIRUPDWLRQ#VKRXOG#EH#UHSRUWHG/#WKH#YHU\#TXHVWLRQV#
WKDW#GHSDUWPHQWV#KDG#UDLVHG#LQ#RXU#ILUVW#WZR#YDOXH0IRU0PRQH\#DXGLWV1#

914< 7KLV#QHZ#SROLF\#ZDV#JLYHQ#([HFXWLYH#&RXQFLO#DSSURYDO#RQ#
9 'HFHPEHU#4<<41#,W#ZDV#LQFRUSRUDWHG#LQWR#WKH#JRYHUQPHQW·V#
DGPLQLVWUDWLYH#SROLF\#PDQXDO#V\VWHP#DV#3ROLF\#$'04938#DQG#UHPDLQV#
YLUWXDOO\#XQFKDQJHG#WR#WKLV#GD\1#$QG#LW#FOHDUO\#HVWDEOLVKHG#WKDW#UHSRUWLQJ#
ZDV#HYHU\ERG\·V#UHVSRQVLELOLW\1#7KDW#LV/#WKH#JRYHUQPHQW#VWDWHG#WKDW#WKH#
SROLF\#DSSOLHG#WR#DOO#IRXU#SDUWV#RI#WKH#FLYLO#VHUYLFH1#7KLV#LQFOXGHG#
JRYHUQPHQW#GHSDUWPHQWV#DQG#DJHQFLHV/#&URZQ#FRUSRUDWLRQV/#KRVSLWDO#
FRUSRUDWLRQV/#DQG#VFKRRO#ERDUGV1

9153 :H#ZRXOG#OLNH#WR#TXRWH#IURP#YDULRXV#VHFWLRQV#RI#WKH#SROLF\#WR#
LOOXVWUDWH#WKH#PDQQHU#LQ#ZKLFK#LW#KDV#HVWDEOLVKHG#D#IUDPHZRUN#IRU#
SHUIRUPDQFH#UHSRUWLQJ1

9154 7KH#REMHFWLYH#RI#WKH#SROLF\#LV#VWDWHG#DV#IROORZV=

7KH#SULPH#IXQFWLRQ#RI#DQ#DQQXDO#UHSRUW#LV#WR#EH#WKH#PDMRU#
DFFRXQWDELOLW\#GRFXPHQW#E\#GHSDUWPHQWV#DQG#DJHQFLHV#IRU#WKH#
/HJLVODWLYH#$VVHPEO\#DQG#WKH#JHQHUDO#SXEOLF1#,W#VHUYHV#DV#WKH#
NH\#SXEOLF#OLQN#EHWZHHQ#WKH#REMHFWLYHV#DQG#SODQV#RI#D#
JRYHUQPHQW#HQWLW\#DQG#WKH#UHVXOWV#REWDLQHG1#

9155 :H#EHOLHYH#WKLV#ZDV#D#NH\#VWDWHPHQW1#,Q#VHWWLQJ#RXW#WKH#´SULPH#
IXQFWLRQµ#RI#WKH#DQQXDO#UHSRUW/#LW#FOHDUO\#HVWDEOLVKHG#ZKHUH#JRYHUQPHQW#
GHSDUWPHQWV#DQG#DJHQFLHV#DUH#WR#UHSRUW#DFFRXQWDELOLW\#LQIRUPDWLRQ1#
439 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#9 3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ
9156 7KH#SROLF\#JRHV#RQ#WR#GHVFULEH#YDULRXV#HOHPHQWV#RU#VWDQGDUGV#RI#
FRQWHQW=

7R#WKH#GHJUHH#SRVVLEOH/#GHSDUWPHQWV#DQG#DJHQFLHV#VKRXOG#JLYH#
D#FOHDU#DFFRXQW#RI#JRDOV/#REMHFWLYHV#DQG#SHUIRUPDQFH#
LQGLFDWRUV1#7KH#UHSRUW#VKRXOG#VKRZ#WKH#H[WHQW#WR#ZKLFK#D#
SURJUDP#FRQWLQXHV#WR#EH#UHOHYDQW/#KRZ#ZHOO#WKH#RUJDQL]DWLRQ#
SHUIRUPHG#LQ#DFKLHYLQJ#LWV#SODQV#DQG#KRZ#ZHOO#D#SURJUDP#ZDV#
DFFHSWHG#E\#LWV#FOLHQW#JURXSV1#

$FWXDO#DQG#EXGJHW#ILQDQFLDO#LQIRUPDWLRQ#LQ#VXPPDU\#IRUP#DQG#
D#QDUUDWLYH#H[SODLQLQJ#PDMRU#YDULDQFHV#DV#ZHOO#DV#RWKHU#
DVSHFWV#RI#ILQDQFLDO#SHUIRUPDQFH#DUH#WR#EH#LQFOXGHG#LQ#DOO#
DQQXDO#UHSRUWV1

9157 %\#FRYHULQJ#WKHVH#DUHDV/#WKH#SROLF\#DGGUHVVHV#NH\#DVSHFWV#RI#
SHUIRUPDQFH#UHSRUWLQJ1#

9158 5HFRJQL]LQJ#WKH#LPSRUWDQFH#RI#XQGHUVWDQGDELOLW\/#WKH#SROLF\#DOVR#
FDOOV#IRU#DQQXDO#UHSRUWV#WR#EH#ZULWWHQ#LQ#FOHDU#DQG#VLPSOH#ODQJXDJH1#,Q#
RUGHU#WR#HPSKDVL]H#WKH#LPSRUWDQFH#RI#WLPHOLQHVV/#WKH#SROLF\#FDOOV#IRU#DOO#
UHSRUWV#WR#EH#VXEPLWWHG#WR#WKH#&OHUN#RI#WKH#/HJLVODWLYH#$VVHPEO\#E\#
4 1RYHPEHU#IROORZLQJ#HDFK#64#0DUFK#ILVFDO#\HDU1#

9159 :H#ZHUH#DOVR#SOHDVHG#WR#VHH#WKDW#WKH#QHZ#SROLF\#FRYHUHG#VHYHUDO#
DUHDV#RI#LQWHUHVW#LGHQWLILHG#E\#0/$V#LQ#D#VXUYH\#UHJDUGLQJ#DQQXDO#
UHSRUWV1#:H#KDG#FDUULHG#RXW#WKLV#VXUYH\#LQ#FRQMXQFWLRQ#ZLWK#RXU#ILUVW#
UHYLHZ#RI#DQQXDO#UHSRUWV1

9DOXH0IRU00RQH\#
$XGLWV#$IWHU#3ROLF\#
,PSOHPHQWHG

915: $IWHU#WKH#SROLF\#ZDV#LPSOHPHQWHG/#RXU#ZRUN#UHJDUGLQJ#WKH#WKLUG#
´(µ#RI#HIIHFWLYHQHVV#EHFDPH#D#OLWWOH#HDVLHU1#$W#OHDVW#ZH#NQHZ#ZKHUH#WR#
ORRN#IRU#SHUIRUPDQFH#LQIRUPDWLRQ1

915; )URP#RXU#4<<5#5HSRUW#RQ/#ZH#KDYH#WHQGHG#WR#KDYH#DW#OHDVW#RQH#
PDMRU#DXGLW#HDFK#\HDU#WKDW#IRFXVHV#RQ#D#GHSDUWPHQW#RU#DJHQF\#DQQXDO#
UHSRUW1#3ROLF\#$'04938#SURYLGHV#UHDG\0PDGH#FULWHULD#IRU#VXFK#DQ#DXGLW1#
,Q#DOPRVW#HYHU\#FDVH#ZH#KDYH#PDGH#UHFRPPHQGDWLRQV#IRU#LPSURYHPHQW1#
:H#KDYH#QHYHU#EHHQ#DEOH#WR#FRQFOXGH#WKDW#DQ\#DQQXDO#UHSRUW#WKDW#ZH#
H[DPLQHG#ZDV#LQ#IXOO#FRPSOLDQFH#ZLWK#WKH#SROLF\1

915< :H#KDYH#FRYHUHG#D#ZLGH#YDULHW\#RI#RUJDQL]DWLRQV#IURP#WKH#
'HSDUWPHQW#RI#)LQDQFH·V#7D[#$GPLQLVWUDWLRQ#'LYLVLRQ#WR#WKH#'HSDUWPHQW#
RI#7UDQVSRUWDWLRQ·V#URDG#FRQVWUXFWLRQ#DFWLYLW\#WR#WKH#(QYLURQPHQWDO#
7UXVW#)XQG1#:H#KDYH#H[WHQGHG#RXU#UHDFK#WR#FRYHU#&URZQ#FRUSRUDWLRQV#
VXFK#DV#WKH#1HZ#%UXQVZLFN#*HRJUDSKLF#,QIRUPDWLRQ#&RUSRUDWLRQ#DQG#WKH#
/RWWHULHV#&RPPLVVLRQ#RI#1HZ#%UXQVZLFN1#,Q#4<<;#ZH#FRPPXQLFDWHG#
ZLWK#WKH#UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV#RQ#WKLV#LVVXH#DV#SDUW#RI#RXU#
JRYHUQDQFH#VWXG\1#$W#WKH#FRQFOXVLRQ#RI#D#GLVFXVVLRQ#RQ#SXEOLF#UHSRUWLQJ#
ZH#PDGH#WKH#IROORZLQJ#UHFRPPHQGDWLRQ=
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 43:



3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ &KDSWHU#9
:H#UHFRPPHQG#WKDW#UHJLRQDO#KRVSLWDO#FRUSRUDWLRQV#FRPSO\#
IXOO\#ZLWK#WKH#SURYLQFLDO#DQQXDO#UHSRUW#SROLF\#LQ#IXWXUH#
FRUSRUDWH#DQQXDO#UHSRUWV1

$FURVV0WKH²ERDUG#VXUYH\V 9163 ,Q#DGGLWLRQ#WR#GHWDLOHG#H[DPLQDWLRQV#RI#DQQXDO#UHSRUWV#DQG#
GHSDUWPHQWDO#HIIHFWLYHQHVV#PHDVXUHV/#ZH#KDYH#DOVR#FDUULHG#RXW#WZR#
JHQHUDO#VWXGLHV#RI#DQQXDO#UHSRUWV#DFURVV#JRYHUQPHQW1#7KH#ILUVW#RI#WKHVH#
ZDV#PRUH#RI#D#%UHSRUW#FDUG%#VW\OH#RI#VWXG\#ZKHUH#ZH#UHYLHZHG#HDFK#
DQQXDO#UHSRUW#DQG#%FKHFNHG#RII%#LI#WKHUH#ZDV#VRPHWKLQJ#WKHUH#WKDW#
VHHPHG#WR#ILW#WKH#SROLF\#UHTXLUHPHQW1#7KHUH#ZDV#QR#IRUPDO#DVVHVVPHQW#
+RU#DVVXUDQFH#SURYLGHG,#RI#WKH#TXDOLW\#RU#UHOLDELOLW\#RI#WKH#LQIRUPDWLRQ1

9164 )RU#H[DPSOH/#GHSDUWPHQWV#DUH#UHTXLUHG#WR#SUHVHQW#VXPPDU\#
ILQDQFLDO#LQIRUPDWLRQ#ZLWK#YDULDQFH#DQDO\VLV1#:H#GLG#QRW#DVVHVV#WKH#
TXDOLW\#RI#WKH#YDULDQFH#DQDO\VLV1#,I#WKH#GHSDUWPHQW#KDG#DQ#DQDO\VLV/#LW#
UHFHLYHG#WKH#FKHFNPDUN1

9165 2XU#4<<8#5HSRUW#FRQWDLQHG#RXU#VXUYH\#RI#GHSXW\#PLQLVWHUV*#
VHOI0DVVHVVPHQW#RI#WKHLU#RZQ#DQQXDO#UHSRUWV1#:H#KDG#SURYLGHG#HDFK#
GHSXW\#PLQLVWHU#ZLWK#D#FKHFNOLVW#RI#WKH#SROLF\#UHTXLUHPHQWV#DQG#DVNHG#
WKHP#WR#FDUU\#RXW#WKHLU#RZQ#DQDO\VLV1#:H#ZHUH#SOHDVHG#WKDW#DOO#WKH#GHSXW\#
PLQLVWHUV#UHVSRQGHG#WR#RXU#VXUYH\1#7KH#GHSXW\#PLQLVWHUV·#UHVSRQVHV#
LQFOXGHG#VHYHUDO#IUDQN#DGPLVVLRQV#WKDW#WKH#FRUUHVSRQGLQJ#GHSDUWPHQWV#
GLG#QRW#PHHW#DVSHFWV#RI#WKH#SROLF\1#)RU#H[DPSOH#RQO\#IRXU#GHSDUWPHQWV#
IHOW#WKH\#KDG#LQIRUPDWLRQ#RQ#FOLHQW#DFFHSWDQFH#DV#FDOOHG#IRU#LQ#WKH#SROLF\1#
$#QXPEHU#RI#GHSXW\#PLQLVWHUV#DGPLWWHG#WKH#DQQXDO#UHSRUWV#GLG#QRW#
GLVFXVV#SURJUDP#UHOHYDQFH1

9166 :H#ZHUH#HQFRXUDJHG#WR#VHH#WKDW#LQ#D#QXPEHU#RI#FDVHV#WKH#GHSXW\#
PLQLVWHUV#VSRNH#RI#SODQQHG#LPSURYHPHQWV#LQ#WKHLU#UHSRUW1#'HSDUWPHQWV#
DQG#DJHQFLHV#VDZ#WKHPVHOYHV#PRYLQJ#WRZDUGV#FRPSOLDQFH#ZLWK#WKH#
SROLF\1#

3HUIRUPDQFH#,QGLFDWRUV 9167 2QH#UHTXLUHPHQW#LQ#WKH#SROLF\#LV#WR#%JLYH#D#FOHDU#DFFRXQW#RI#111111#
SHUIRUPDQFH#LQGLFDWRUV1%#,Q#D#QXPEHU#RI#RXU#DXGLWV#RI#GHSDUWPHQWDO#
DQQXDO#UHSRUWV/#ZH#KDG#QHJDWLYH#FRPPHQWV#ZLWK#UHVSHFW#WR#WKLV#DVSHFW#RI#
FRPSOLDQFH1#)RU#H[DPSOH/#RXU#4<<8#DXGLW#RI#WKH#'HSDUWPHQW#RI#
$GYDQFHG#(GXFDWLRQ#DQG#/DERXU#FRQWDLQHG#WKH#IROORZLQJ#
UHFRPPHQGDWLRQ=

:H#UHFRPPHQG#WKH#'HSDUWPHQW#HQVXUH#WKDW#EHQFKPDUNV#DQG#
SHUIRUPDQFH#LQGLFDWRUV#DUH#HVWDEOLVKHG#IRU#DOO#NH\#DFWLYLWLHV#RI#
WKH#FROOHJH#V\VWHP1#7KH#UHVXOWV#VKRXOG#EH#UHSRUWHG#SXEOLFO\#DV#
SDUW#RI#WKH#'HSDUWPHQW·V#DQQXDO#UHSRUW1#

9168 ,Q#WKH#'HSDUWPHQW#RI#(FRQRPLF#'HYHORSPHQW#DQG#7RXULVP#LQ#
4<<;#ZH#UHFRPPHQGHG#WKDW#

7KH#'HSDUWPHQW#VKRXOG#GHYHORS#SHUIRUPDQFH#LQGLFDWRUV#WR#
UHSRUW#DJDLQVW#DOO#VWUDWHJLF#REMHFWLYHV1#7KLV#ZRXOG#DOORZ#IRU#
43; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#9 3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ
DQ#HYDOXDWLRQ#RI#WKH#GHJUHH#RI#VXFFHVV#RI#WKH#'HSDUWPHQW#LQ#
DFKLHYLQJ#LWV#VWUDWHJLF#REMHFWLYHV#DQG#WKHUHIRUH#LWV#PLVVLRQ1

9169 7R#VRPH#H[WHQW/#WKLV#RQH#DUHD#RI#QRQ0FRPSOLDQFH#ZDV#
FRQWHPSODWHG#E\#WKH#SROLF\1#2QH#SDUDJUDSK#RI#WKH#SROLF\#UHDGV#DV#
IROORZV=

,W#LV#UHFRJQL]HG#WKDW#PDQDJHPHQW#LQIRUPDWLRQ#V\VWHPV#LQ#PDQ\#
GHSDUWPHQWV#DQG#DJHQFLHV#GR#QRW#SURGXFH#VXIILFLHQW#UHOHYDQW#
GDWD#WR#PHHW#WKLV#JRDO1#+RZHYHU/#RYHU#WLPH/#GHSDUWPHQWV#DQG#
DJHQFLHV#DUH#H[SHFWHG#WR#GHYHORS#SHUIRUPDQFH#LQGLFDWRUV#DQG#
WR#LQFOXGH#WKLV#LQIRUPDWLRQ#LQ#WKHLU#DQQXDO#UHSRUWV1#

916: )RU#WKH#ILUVW#VHYHUDO#\HDUV#WKDW#WKH#SROLF\#ZDV#LQ#H[LVWHQFH/#ZH#
KDG#WR#FRQVLGHU#WKLV#TXDOLI\LQJ#VWDWHPHQW1#&RPPHQFLQJ/#KRZHYHU/#ZLWK#
WKH#EXGJHW#SURFHVV#IRU#4<<90<:/#WKH#JRYHUQPHQW#KDV#HPEDUNHG#RQ#D#
SHUIRUPDQFH#LQGLFDWRU#SURFHVV#WKDW#VKRXOG#VHH#WKDW#TXDOLILHU#EHFRPLQJ#
OHVV#DQG#OHVV#UHOHYDQW1#

916; ,Q#4<<8#WKH#JRYHUQPHQW#DQQRXQFHG#D#SHUIRUPDQFH#PHDVXUHPHQW#
LQLWLDWLYH#ZKLFK#ZDV#LPSOHPHQWHG#E\#WKH#'HSDUWPHQW#RI#)LQDQFH#IRU#WKH#
4<<90<:#EXGJHW#\HDU1#$OO#GHSDUWPHQWV#DQG#DJHQFLHV#ZHUH#DVNHG#WR#
HVWDEOLVK#SXEOLF#EHQFKPDUNV#DQG#RWKHU#PHDVXUHPHQWV#WR#DVVHVV#WKH#
SHUIRUPDQFH#DQG#LPSDFW#RI#WKH#SURJUDPV#WKH\#DGPLQLVWHU1

916< 1RZ#LQ#LWV#ILIWK#\HDU#RI#GHYHORSPHQW/#WKH#SODQ#KDV#EHHQ#EDVHG#RQ#
WKH#FRQFHSW#RI#LQFUHPHQWDO#SURJUHVVLYH#LPSURYHPHQW1#,Q#WKH#ODWHVW#UHSRUW#
3HUIRUPDQFH#0HDVXUHPHQW/#6XSSOHPHQW#WR#WKH#0DLQ#(VWLPDWHV#
4<<<05333/#ILIWHHQ#GHSDUWPHQWV#KDYH#LGHQWLILHG#FRUH#EXVLQHVVHV#DQG#
JRDOV/#ZLWK#UHODWHG#SHUIRUPDQFH#LQGLFDWRUV#DQG#WDUJHWV#IRU#PRVW#NH\#
UHVXOW#DUHDV1#2QH#RI#WKH#PDMRU#IDFWRUV#LQ#LWV#VXFFHVV#WR#GDWH#KDV#EHHQ#
DFFHSWDQFH#DQG#EX\0LQ#WR#WKH#SURFHVV#E\#GHSDUWPHQWV/#GHPRQVWUDWHG#E\#
WKHLU#FR0RSHUDWLRQ#DQG#GHGLFDWLRQ#WR#RQJRLQJ#LPSURYHPHQW#RI#WKH#V\VWHP1

9173 7KH#3URYLQFH#FXUUHQWO\#PHDVXUHV#SHUIRUPDQFH#RQO\#DW#WKH#
GHSDUWPHQWDO#SURJUDP#OHYHO1#'HSDUWPHQWV#DUH#UHTXLUHG#WR#SUHSDUH#
SHUIRUPDQFH#LQIRUPDWLRQ#DV#SDUW#RI#WKH#0DLQ#(VWLPDWHV#SURFHVV1#
'HSDUWPHQWV#FODULI\#WKHLU#PDQGDWHV#WKURXJK#WKH#LGHQWLILFDWLRQ#RI#WKHLU#
FRUH#EXVLQHVV#DUHDV#DQG#IRU#HDFK#DUHD#LGHQWLI\#WKH#NH\#JRDOV1#)RU#HDFK#
NH\#JRDO/#LQGLFDWRUV#DUH#RXWOLQHG#WRJHWKHU#ZLWK#WDUJHWV#DQG#VRXUFHV#RI#
LQIRUPDWLRQ1#7KLV#LQIRUPDWLRQ#LV#FROOHFWHG#IURP#DOO#GHSDUWPHQWV#DQG#
FRQVROLGDWHG#LQWR#D#VXSSOHPHQW#WR#WKH#0DLQ#(VWLPDWHV1

9174 7KH#UHVSRQVLELOLW\#IRU#WKH#SHUIRUPDQFH#PHDVXUHPHQW#LQLWLDWLYH#
KDV#EHHQ#UHFHQWO\#WUDQVIHUUHG#IURP#WKH#'HSDUWPHQW#RI#)LQDQFH#WR#WKH#
([HFXWLYH#&RXQFLO#2IILFH1#7KLV#RIILFH#DFWV#DV#GHYHORSHU#DQG#FR0RUGLQDWRU#
RI#WKH#LQLWLDWLYH/#DV#ZHOO#DV#DGYLVRU#WR#GHSDUWPHQWV1#$OO#SHUIRUPDQFH#
LQGLFDWRUV#DQG#WDUJHWV#DUH#VXEMHFW#WR#DSSURYDO#HDFK#\HDU/#FXUUHQWO\#E\#WKH#
%RDUG#RI#0DQDJHPHQW1#'HSDUWPHQWV#DUH#WKHQ#UHTXLUHG#WR#SXEOLVK#WKH#
UHVXOWV#LQ#WKHLU#DQQXDO#UHSRUWV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 43<



3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ &KDSWHU#9
7KH#LQLWLDWLYH#LQ#SHUVSHFWLYH 9175 7KH#SHUIRUPDQFH#PHDVXUHPHQW#V\VWHP#LQ#1HZ#%UXQVZLFN#
FRQWLQXHV#WR#H[SDQG#DQG#LPSURYH#HDFK#\HDU1#:H#KDYH#EHHQ#LQIRUPHG#WKDW#
WKLV#DSSURDFK#KDV#EHHQ#YLHZHG#DV#YHU\#VXFFHVVIXO#E\#JRYHUQPHQW/#
DOORZLQJ#RIILFLDOV#WR#GHDO#ZLWK#JURZLQJ#SDLQV#DV#HQFRXQWHUHG#DQG#WR#SODQ#
RQJRLQJ#VWUDWHJLHV1#7KLV#KDV#DOVR#DOORZHG#D#JUDGXDO#HYROXWLRQ#DQG#JURZWK#
RI#WKH#SURFHVV/#ZKLOH#HQVXULQJ#GHSDUWPHQWV#KDYH#QHYHU#EHHQ#
RYHUZKHOPHG#E\#LW#DV#\HW#DQRWKHU#FHQWUDO#DJHQF\#UHTXHVW1#2QH#NH\#
H[HFXWLYH#SXW#LW#VXFFLQFWO\#0#´:KLOH#UHFRJQL]LQJ#WKH#OLPLWDWLRQV#RI#RXU#
FXUUHQW#SURFHVV/#ZH#DUH#HQFRXUDJHG#E\#LWV#GHPRQVWUDWHG#LPSURYHPHQW#
HDFK#\HDU1µ

9176 2XU#2IILFH#LV#HQFRXUDJHG#WR#VHH#WKH#GHYHORSPHQW#RI#WKLV#SURFHVV#
DV#ZHOO1#:H#UHFRJQL]H#WKDW#WKH#SXEOLFDWLRQ#3HUIRUPDQFH#0HDVXUHPHQW/#
6XSSOHPHQW#WR#WKH#0DLQ#(VWLPDWHV#ZDV#QRW#GHYHORSHG#GLUHFWO\#WR#VXSSRUW#
WKH#UHSRUWLQJ#UHTXLUHPHQWV#RI#WKH#DQQXDO#UHSRUW#SROLF\1#'HSDUWPHQWV#
ZHUH#QHYHU#GLUHFWHG#WKH\#KDG#WR#GR#WKLV#LQ#RUGHU#WR#FRPSO\#ZLWK#WKDW#
SROLF\1#3HUIRUPDQFH#0HDVXUHPHQW#ZDV#LQVWHDG#D#SURGXFW#RI#FHQWUDO#
GLUHFWLRQ#VWHPPLQJ#IURP#D#FRPPLWPHQW#LQ#D#4<<8#JRYHUQPHQW#SODWIRUP#
GRFXPHQW1#%XW#QRQHWKHOHVV/#3HUIRUPDQFH#0HDVXUHPHQW#GRHV#SURYLGH#DQ#
LPSRUWDQW#OLQN#WR#WKH#DQQXDO#UHSRUW#GLVFXVVLRQ#RQ#SHUIRUPDQFH1#$QG#ZH#
EHOLHYH#WKLV#WR#EH#D#JRRG#WKLQJ1#,W#VKRXOG#OHDG#WR#RYHUDOO#LPSURYHPHQWV#LQ#
WKH#DQQXDO#UHSRUWV#RI#GHSDUWPHQWV#DV#WKH#\HDUV#SURJUHVV1

9177 $#NH\#LPSURYHPHQW#WR#WKH#SHUIRUPDQFH#PHDVXUHPHQW#V\VWHP#LV#
WUDLQLQJ#VHVVLRQV#FXUUHQWO\#EHLQJ#SURYLGHG#WR#NH\#GHSDUWPHQWDO#SHUVRQQHO#
WR#HQFRXUDJH#EHWWHU#XVH#RI#SHUIRUPDQFH#PHDVXUHPHQW#DV#DQ#LQWHUQDO#
PDQDJHPHQW#WRRO1#:LWK#WKHVH#PRUH#UHFHQW#GHYHORSPHQWV#LW#LV#KRSHG#WR#
FKDQJH#WKH#IRFXV#IURP#WKDW#RI#MXVW#UHSRUWLQJ#WR#RQH#RI#XVLQJ#WKH#
LQIRUPDWLRQ#UHFHLYHG#WR#LPSURYH#ERWK#SODQQLQJ#DQG#GHFLVLRQ0PDNLQJ#DW#
DOO#OHYHOV#WKURXJKRXW#JRYHUQPHQW1

5HYLHZ#RI#$QQXDO#
5HSRUWV#IRU#4<<:0<;

9178 $V#QRWHG/#ZH#EHOLHYH#LW#LV#LPSRUWDQW#WR#FRQWLQXH#HPSKDVL]LQJ#WKH#
DQQXDO#UHSRUW#SROLF\1#,W#LV#D#NH\#SDUW#RI#D#IRFXV#RQ#DFFRXQWDELOLW\1#$V#WKH#
SROLF\#VWDWHV#´WKH#DQQXDO#UHSRUW#LV#WR#EH#WKH#PDMRU#DFFRXQWDELOLW\#
GRFXPHQW#E\#GHSDUWPHQWV#DQG#DJHQFLHV#IRU#WKH#/HJLVODWLYH#$VVHPEO\#DQG#
WKH#SXEOLF1µ

9179 ,W#LV#IURP#WKLV#SHUVSHFWLYH#WKDW#ZH#DSSURDFKHG#RXU#VHFRQG#
REMHFWLYH/#WR#UHYLHZ#DQQXDO#UHSRUWV#RI#JRYHUQPHQW#GHSDUWPHQWV#IRU#
4<<:0<;#XVLQJ#RXU#VFRUHFDUG#PHWKRGRORJ\#GHYHORSHG#LQ#SULRU#DXGLWV1#
7KLV#\HDU#ZH#UHYLHZHG#WKH#DQQXDO#UHSRUWV#RI#WKH#ILIWHHQ#JRYHUQPHQW#
GHSDUWPHQWV#ZKLFK#SUHVHQWHG#LQGLFDWRUV#LQ#3HUIRUPDQFH#0HDVXUHPHQW/#
6XSSOHPHQW#WR#WKH#0DLQ#(VWLPDWHV#IRU#WKH#\HDU#HQGHG#64#0DUFK#4<<;1#
7KLV#ZDV#WKH#PRVW#UHFHQW#ILVFDO#\HDU#IRU#ZKLFK#DOO#DQQXDO#UHSRUWV#ZHUH#
DYDLODEOH1#:H#GLG#QRW#LQFOXGH#WKH#UHSRUWV#RI#&URZQ#DJHQFLHV#WKLV#\HDU1#
:H#ZDQWHG#WR#IRFXV#RQ#WKH#GHSDUWPHQWV#RQO\/#EHFDXVH#WKH#&URZQ#
DJHQFLHV#KDYH#EHHQ#H[FOXGHG#WR#GDWH#IURP#WKH#SHUIRUPDQFH#PHDVXUHPHQW#
LQLWLDWLYH#RI#JRYHUQPHQW1
443 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#9 3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ
917: 2XU#UHYLHZ#ZDV#VLPLODU#WR#WKDW#RI#SUHYLRXV#\HDUV1#,W#ORRNHG#DW#WKH#
SROLF\#UHTXLUHPHQWV#DQG#FRPSDUHG#WKHVH#UHTXLUHPHQWV#WR#WKH#UHSRUWV1#,Q#
RWKHU#ZRUGV/#WKH#UHYLHZ#DVNHG/#ZKDW#GRHV#WKH#SROLF\#FDOO#IRU#DQG#LV#LW#
HDVLO\#LGHQWLILDEOH#LQ#WKH#UHSRUW"#7KH#UHYLHZ#ZDV#QRW#GHVLJQHG#WR#HYDOXDWH#
WKH#TXDOLW\#RI#WKH#LQIRUPDWLRQ>#MXVW#ZKHWKHU#RU#QRW#WKH#LQIRUPDWLRQ#
UHTXLUHG#ZDV#SUHVHQWHG1

917; 2XU#TXHVWLRQV#DULVLQJ#IURP#D#UHYLHZ#RI#WKH#UHTXLUHPHQWV#RI#WKH#
SROLF\#DUH#DV#IROORZV=

• ZDV#D#UHSRUW#SUHSDUHG"

• DUH#WKH#JRDOV2REMHFWLYHV#RI#WKH#RUJDQL]DWLRQ#VWDWHG"

• DUH#SHUIRUPDQFH#LQGLFDWRUV#SUHVHQWHG"

• GRHV#WKH#UHSRUW#GLVFXVV#DFKLHYHPHQW#RI#SODQV"

• LV#WKHUH#GLVFXVVLRQ#RI#SURJUDP#UHOHYDQFH"

• DUH#GHWDLOV#DYDLODEOH#RQ#OHYHO#RI#FOLHQW#DFFHSWDQFH"

• LV#DFWXDO#DQG#EXGJHW#ILQDQFLDO#LQIRUPDWLRQ#SUHVHQWHG"

• GRHV#WKH#UHSRUW#H[SODLQ#YDULDQFHV#IURP#EXGJHW"

• ZDV#WKH#UHSRUW#WDEOHG#ZLWK#WKH#&OHUN#RI#WKH#/HJLVODWLYH#$VVHPEO\#E\#
4#1RYHPEHU"

:DV#D#UHSRUW#SUHSDUHG" 917< :H#DUH#SOHDVHG#WR#UHSRUW#WKDW#DOO#GHSDUWPHQWV#LQFOXGHG#LQ#RXU#
UHYLHZ#SUHSDUHG#DQQXDO#UHSRUWV1

$UH#WKH#JRDOV2REMHFWLYHV#RI#WKH#
RUJDQL]DWLRQ#VWDWHG"

9183 $OO#GHSDUWPHQWDO#UHSRUWV#KDYH#VWDWHG#JRDOV#DQG#REMHFWLYHV#LQ#
VRPH#UHFRJQL]DEOH#IRUP1#7KLV#LV#D#PDMRU#LPSURYHPHQW#RYHU#RXU#SUHYLRXV#
VXUYH\V1#3HUKDSV#SDUW#RI#WKH#UHDVRQ#IRU#WKLV#FKDQJH#FDQ#EH#DWWULEXWHG#WR#
WKH#SHUIRUPDQFH#PHDVXUHPHQW#V\VWHP1#7KH#SHUIRUPDQFH#PHDVXUHPHQW#
V\VWHP#UHTXLUHV#GHSDUWPHQWV#WR#LGHQWLI\#WKH#NH\#JRDOV#IRU#HDFK#FRUH#
EXVLQHVV#DUHD1

$UH#SHUIRUPDQFH#LQGLFDWRUV#
SUHVHQWHG"

9184 $OO#RI#WKH#UHSRUWV#UHYLHZHG#FRQWDLQHG#D#VHFWLRQ#WKDW#RXWOLQHG#NH\#
SHUIRUPDQFH#LQGLFDWRUV#IRU#WKH#\HDU1#

'RHV#WKH#UHSRUW#GLVFXVV#
DFKLHYHPHQW#RI#SODQV"

9185 $V#D#JHQHUDO#UXOH/#UHSRUWV#IROORZ#WKH#GHSDUWPHQW·V#RUJDQL]DWLRQ#
VWUXFWXUH1#7KDW#LV/#HDFK#EUDQFK#RU#VHFWLRQ#RI#WKH#GHSDUWPHQW#KDV#D#
GLVFXVVLRQ#RI#LWV#YDULRXV#DFWLYLWLHV#IRU#WKH#\HDU1#7KH\#DUH#RIWHQ#DFWLYLW\#
RULHQWHG1#7R#TXRWH#IRU#LOOXVWUDWLYH#SXUSRVHV#IURP#WKH#,QWURGXFWLRQ#RI#RQH#
UHSRUW#²#´WKH#DQQXDO#UHSRUW#1111111#IRU#4<<:0<;#RXWOLQHV#WKH#DFWLYLWLHV#DQG#
PDMRU#HYHQWV#XQGHUWDNHQ1µ#7KHVH#DFWLYLWLHV#DUH#QRW#QHFHVVDULO\#OLQNHG#WR#
DQ\#VWUDWHJLF#REMHFWLYHV#DQG#RSHUDWLQJ#SODQV#DOWKRXJK#LQ#DW#OHDVW#IRXU#
FDVHV#WKH\#DSSHDU#WR#EH#OLQNHG#WR#WKH#SURJUDP#FRPSRQHQW#REMHFWLYHV#
SUHVHQW#LQ#WKH#0DLQ#(VWLPDWHV1#6RPH#GHSDUWPHQWV#KDYH#SUHVHQWHG#
LQIRUPDWLRQ#IURP#WKHLU#VWUDWHJLF#SODQQLQJ#SURFHVVHV/#EXW#WKLV#LV#QRW#
GLUHFWO\#UHIHUHQFHG#WR#WKH#YDULRXV#DFWLYLWLHV#UHSRUWHG#RQ#HOVHZKHUH#LQ#WKH#
UHSRUW1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 444



3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ &KDSWHU#9
9186 ,Q#RXU#4<<;#5HSRUW#ZH#FRPPHQWHG#DW#VRPH#OHQJWK#RQ#UHSRUWLQJ#
ZLWK#UHVSHFW#WR#DFKLHYHPHQW#RI#SODQV#LQ#D#PRUH#GHWDLOHG#H[DPLQDWLRQ#RI#
WKH#4<<90<:#DQQXDO#UHSRUW#RI#WKH#'HSDUWPHQW#RI#(FRQRPLF#'HYHORSPHQW#
DQG#7RXULVP1#:H#PDGH#WKH#IROORZLQJ#UHFRPPHQGDWLRQ#DV#SDUW#RI#WKDW#
ZRUN=#

2QFH#GHSDUWPHQWDO#VWUDWHJLF#REMHFWLYHV#KDYH#EHHQ#GHILQHG/#LW#
ZRXOG#EH#XVHIXO#WR#KDYH#SHUIRUPDQFH#LQGLFDWRUV#DQG#QDUUDWLYH#
GHVFULSWLRQV#RI#DFKLHYHPHQWV#SUHVHQWHG#E\#VWUDWHJLF#REMHFWLYH#
LQ#WKH#DQQXDO#UHSRUW1#7KLV#ZRXOG#PDNH#LW#PXFK#HDVLHU#IRU#D#
UHDGHU#WR#HYDOXDWH#WKH#GHJUHH#RI#VXFFHVV#RI#WKH#'HSDUWPHQW#LQ#
DFKLHYLQJ#LWV#VWUDWHJLF#REMHFWLYHV1#

9187 7KLV#LV#D#UHFRPPHQGDWLRQ#WKDW#SUREDEO\#VWLOO#KDV#JHQHUDO#
DSSOLFDELOLW\1#6RPH#IRUP#RI#LPSURYHG#UHSRUWLQJ#LV#QHFHVVDU\#WR#HQDEOH#
WKH#UHDGHU#WR#GHWHUPLQH#KRZ#ZHOO#GHSDUWPHQWV#DUH#GRLQJ#LQ#DFKLHYLQJ#
WKHLU#SODQV1

,V#WKHUH#D#GLVFXVVLRQ#RI#
SURJUDP#UHOHYDQFH"

9188 7KLV#WRSLF#ZDV#QRW#JLYHQ#VHSDUDWH#DWWHQWLRQ#LQ#DQ\#UHSRUW#ZH#
UHYLHZHG1#%XW#RI#FRXUVH#D#QXPEHU#RI#GHSDUWPHQWV#UHIHUUHG#WR#WKHLU#
SURFHVV#RI#VWUDWHJLF#SODQQLQJ1#$QG/#DV#QRWHG/#WKH#SHUIRUPDQFH#LQGLFDWRU#
SURFHVV#LQFOXGHV#WKH#LGHQWLILFDWLRQ#RI#FRUH#EXVLQHVV#DUHDV1#7KHUHIRUH/#RQH#
FRXOG#QRW#VD\#UHOHYDQFH#KDV#EHHQ#LJQRUHG1#

9189 :KHQ#ZH#FDUULHG#RXW#RXU#4<<8#VXUYH\#RI#GHSXW\#PLQLVWHUV/#ZH#
UHFHLYHG#VHYHUDO#LQWHUHVWLQJ#FRPPHQWV#RQ#SURJUDP#UHOHYDQFH1#2QH#
UHVSRQGHQW#UHSRUWHG=

,W#LV#P\#VLQFHUH#RSLQLRQ#WKDW#SURJUDP#UHOHYDQFH#VKRXOG#QRW#EH#
GLVFXVVHG#DV#DQ#LVVXH#LQ#WKH#DQQXDO#UHSRUW1#'LVFXVVLQJ#WKH#
PHULWV#RU#IDXOWV#RI#HDFK#SURJUDP#RU#VHUYLFH#RIIHUHG#ZRXOG#EH#
OLNH#VHFRQG0JXHVVLQJ#WKH#GHFLVLRQV#WDNHQ#E\#JRYHUQPHQW1#2QFH#
GHFLVLRQV#DUH#PDGH#E\#JRYHUQPHQW#WR#HOLPLQDWH#SURJUDPV#QR#
ORQJHU#UHOHYDQW/#RU#WR#LPSOHPHQW#QHZ#SURJUDPV#WKLV#
LQIRUPDWLRQ#FRXOG#EH#SDUW#RI#WKH#DQQXDO#UHSRUW/#DORQJ#ZLWK#
LQIRUPDWLRQ#RQ#WKH#SURFHVV#XVHG#WR#GHWHUPLQH#ZK\#VXFK#D#
FKDQJH#ZDV#QHFHVVDU\1

918: $QRWKHU#LQ#UHIHUHQFH#WR#FHUWDLQ#UHJXODWRU\#SURJUDPV#VWDWHG=

:H#KDYH#WUDGLWLRQDOO\#DVVXPHG#WKDW#WKH#UHOHYDQFH#RI#VXFK#
UHTXLUHPHQWV#ZDV#VXEMHFW#WR#H[WHQVLYH#SXEOLF#DQG#OHJLVODWLYH#
GHEDWH#ZKHQ#WKH#VWDWXWHV#ZHUH#LQLWLDOO\#SDVVHG/#DQG#DV#D#UHVXOW/#
SUHVHQWLQJ#UDWLRQDOHV#IRU#WKHLU#DSSOLFDWLRQ#LQ#DQ#DQQXDO#UHSRUW#
LV#QR#ORQJHU#UHTXLUHG1

918; 7KHVH#FRPPHQWV/#DQG#RXU#REVHUYDWLRQV#RQ#WKH#JHQHUDO#ODFN#RI#
GLVFXVVLRQ#RI#WKH#LVVXH/#SRLQW#RXW#WKDW#SURJUDP#UHOHYDQFH#PD\#EH#RQH#
DUHD#ZKHUH#DGGLWLRQDO#JXLGDQFH#RQ#FRPSOLDQFH#PLJKW#EH#QHHGHG1
445 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#9 3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ
$UH#GHWDLOV#DYDLODEOH#RQ#OHYHO#RI#
FOLHQW#DFFHSWDQFH"

918< $V#ZLWK#SURJUDP#UHOHYDQFH/#FOLHQW#DFFHSWDQFH#ZDV#QRW#D#WRSLF#
WKDW#WKH#UHSRUWV#V\VWHPDWLFDOO\#DGGUHVVHG1#,W#VKRXOG#EH#QRWHG/#KRZHYHU/#
WKHUH#DUH#RIWHQ#VWDWLVWLFV#RQ#WKH#YROXPH#RI#XVHUV#RI#SURJUDPV1#7KLV#GRHV#
SURYLGH#VRPH#LQIRUPDWLRQ#RQ#WKH#H[WHQW#WR#ZKLFK#LQWHQGHG#EHQHILFLDULHV#
DUH#WDNLQJ#DGYDQWDJH#RI#SURJUDPV1#%XW#ZH#EHOLHYH#WKDW#LQ#RUGHU#WR#IXOO\#
DQVZHU#WKH#TXHVWLRQ#RQ#FOLHQW#DFFHSWDQFH/#WKHUH#VKRXOG#EH#VRPH#
GLVFXVVLRQ#RI#WKH#H[WHQW#WR#ZKLFK#YDULRXV#XVHUV#MXGJH#D#SURJUDP#WR#EH#
VDWLVIDFWRU\1#,Q#WKLV#UHJDUG/#DW#OHDVW#RQH#SHUIRUPDQFH#LQGLFDWRU#GLG#VSHDN#
FOHDUO\#WR#WKH#LVVXH1#´7KH#SHUFHQWDJH#RI#FOLHQW#VDWLVIDFWLRQ#ZLWK#DUFKLYHV#
VHUYLFHV#DV#UHSRUWHG#WKURXJK#DQQXDO#FXVWRPHU#VXUYH\Vµ#LV#DQ#LQGLFDWRU#LQ#
WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV1#

,V#DFWXDO#DQG#EXGJHW#ILQDQFLDO#
LQIRUPDWLRQ#SUHVHQWHG"

9193 $OO#GHSDUWPHQWV#SUHVHQWHG#EXGJHW#YHUVXV#DFWXDO#ILQDQFLDO#
LQIRUPDWLRQ1#

'RHV#WKH#UHSRUW#H[SODLQ#
YDULDQFHV#IURP#EXGJHW"

9194 (OHYHQ#GHSDUWPHQWV#KDG#QDUUDWLYHV#H[SODLQLQJ#YDULDQFHV#IURP#
EXGJHW1#)RXU#RI#WKRVH#VXUYH\HG#GLG#QRW1

:DV#WKH#UHSRUW#WDEOHG#ZLWK#WKH#
&OHUN#E\#4#1RYHPEHU"

9195 7KUHH#GHSDUWPHQWV#WDEOHG#WKHLU#UHSRUWV#SULRU#WR#4#1RYHPEHU1#
$QRWKHU#GHSDUWPHQW#FDPH#FORVH#E\#WDEOLQJ#RQ#5#1RYHPEHU/#WKH#ILUVW#
ZRUNLQJ#GD\#LQ#1RYHPEHU1#7ZR#RWKHU#GHSDUWPHQWV#WDEOHG#LQ#WKH#ILUVW#
ZHHN#RI#1RYHPEHU1

9196 7KLV#LV#D#IDLU#LPSURYHPHQW#RYHU#RXU#ODVW#WZR#VXUYH\V1#,Q#ERWK#
4<<6#DQG#4<<7#RQO\#RQH#GHSDUWPHQW#PHW#WKH#GHDGOLQH/#WDEOLQJ#LWV#UHSRUW#
LQ#ODWH#2FWREHU1#1RQHWKHOHVV/#ZH#EHOLHYH#WKHUH#LV#URRP#IRU#FRQWLQXHG#
LPSURYHPHQW1#/HVV#WKDQ#KDOI#RI#WKH#GHSDUWPHQWV#KDG#D#UHSRUW#RQ#WLPH#RU#
ZLWKLQ#WKH#ILUVW#ZHHN#RI#WKH#GHDGOLQH1#2QH#GHSDUWPHQW#GLG#QRW#WDEOH#XQWLO#
5<#0DUFK#4<<<#DFFRUGLQJ#WR#WKH#&OHUN·V#UHFRUGV1#$QRWKHU#WDEOHG#LQ#
)HEUXDU\1#7KUHH#WDEOHG#LQ#-DQXDU\1

9197 3HUKDSV#RQH#RI#WKH#UHDVRQV#IRU#WKH#IDLOXUH#WR#WDEOH#UHSRUWV#RQ#WLPH#
LV#WKH#IDFW#WKDW#OLWWOH#DWWHQWLRQ#LV#JLYHQ#WR#WKHP#XQWLO#WKH#SXEOLF#PHHWLQJV#
RI#WKH#3XEOLF#$FFRXQWV#&RPPLWWHH1#,Q#WKLV#UHJDUG#ZH#ZRXOG#HQFRXUDJH#
WKH#3XEOLF#$FFRXQWV#&RPPLWWHH#WR#PHHW#DV#HDUO\#DV#SRVVLEOH#DIWHU#WKH#
4 1RYHPEHU#UHSRUWLQJ#GHDGOLQH1#1RW#RQO\#ZRXOG#WKLV#UHVXOW#LQ#D#PRUH#
WLPHO\#UHYLHZ#RI#WKH#\HDU#MXVW#SDVW#EXW#LW#ZRXOG#DOVR#DOORZ#IRU#LQSXW#LQWR#
WKH#EXGJHW#SURFHVV#IRU#WKH#QH[W#ILVFDO#\HDU1

:KHUH#WR#IURP#KHUH" 9198 ,Q#JHQHUDO/#ZH#KDYH#VHHQ#LPSURYHPHQW#LQ#WKH#OHYHO#RI#FRPSOLDQFH#
ZLWK#WKH#DQQXDO#UHSRUW#SROLF\1#:H#H[SHFWHG#WR#ILQG#VRPH#OHYHO#RI#
LPSURYHPHQW#VLPSO\#WKURXJK#WKH#LPSOHPHQWDWLRQ#RI#WKH#SHUIRUPDQFH#
PHDVXUHPHQW#V\VWHP1#:H#DUH#SOHDVHG#E\#WKLV#SURJUHVV1#

9199 'HSDUWPHQWV#DUH#WR#EH#FRPPHQGHG#DV#ZHOO#IRU#WKH#DWWHQWLRQ#SDLG#
WR#LPSURYLQJ#UHSRUWV1#)URP#WLPH#WR#WLPH#ZH#DUH#DVNHG#E\#GHSDUWPHQWDO#
UHSUHVHQWDWLYHV#WR#SURYLGH#VRPH#DGYLFH#ZLWK#UHVSHFW#WR#WKHLU#XSFRPLQJ#
DQQXDO#UHSRUWV1#:H#DUH#FHUWDLQO\#SOHDVHG#WR#EH#DEOH#WR#VKDUH#RXU#
H[SHULHQFH#ZLWK#GHSDUWPHQWV#ZKHQ#ZH#UHFHLYH#VXFK#UHTXHVWV1#:KLOH#ZH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 446



3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ &KDSWHU#9
DUH#DEOH#WR#GLVFXVV#RXU#SDVW#UHYLHZV#RI#DQQXDO#UHSRUWV#ZLWK#GHSDUWPHQWV/#
ZH#GR#QRW#KDYH#D#GHILQLWLYH#IRUPDW#RU#WHPSODWH#WKDW#ZH#FDQ#JLYH#WR#JXLGH#
WKHP#WKURXJK#WKH#SURFHVV1#

919: :H#QRWHG#KRZ#PRVW#GHSDUWPHQWV#DUH#RUJDQL]LQJ#WKHLU#UHSRUWV#
DURXQG#WKH#EUDQFKHV#RU#VHFWLRQV#RI#WKH#GHSDUWPHQW1#2QH#GHSDUWPHQW#
DSSHDUV#WR#KDYH#GHYHORSHG#D#PRUH#VWUDWHJLF#DSSURDFK#LQ#WKDW#WKH#
LQIRUPDWLRQ#LV#RUJDQL]HG#XQGHU#WKUHH#FRUH#EXVLQHVV#DUHDV1#(DFK#FRUH#
EXVLQHVV#VHFWLRQ#GHVFULEHV#YDULRXV#VHUYLFHV#DQG#SURJUDPV#SURYLGHG#DORQJ#
ZLWK#FHUWDLQ#VWDWLVWLFDO#LQIRUPDWLRQ1#3HUIRUPDQFH#PHDVXUHV#DUH#SUHVHQWHG#
LQ#D#VHSDUDWH#VHFWLRQ#WKDW#LV#DOVR#RUJDQL]HG#E\#WKH#VDPH#FRUH#EXVLQHVV#
DUHDV1#

919; $W#OHDVW#IRXU#RWKHU#GHSDUWPHQWV#KDYH#RUJDQL]HG#WKHLU#UHSRUWV#E\#
SURJUDP#REMHFWLYH1#2EMHFWLYHV#DUH#VWDWHG#IRU#WKH#YDULRXV#SURJUDP#
FRPSRQHQWV#IROORZHG#E\#D#VHFWLRQ#RQ#YDULRXV#DFWLYLWLHV#FDUULHG#RXW#
GXULQJ#WKH#\HDU1#7KHVH#REMHFWLYHV#DUH#HVVHQWLDOO\#WKH#VDPH#DV#WKRVH#
SUHVHQWHG#LQ#WKH#0DLQ#(VWLPDWHV1#$QRWKHU#GHSDUWPHQW#EHJDQ#HDFK#VHFWLRQ#
RI#WKH#UHSRUW#ZLWK#D#VXEWLWOH#´0DQGDWHµ#IROORZHG#E\#´0DMRU#
$FKLHYHPHQWV#IRU#4<<:0<;1µ#$IWHU#WKHVH#DFKLHYHPHQWV#DUH#GLVFXVVHG/#WKH#
UHDGHU#LV#LQIRUPHG#RQ#´3ULRULW\#3URMHFWV#IRU#4<<;2<<µ/#WKH#XSFRPLQJ#
ILVFDO#\HDU1#

919< 3HUKDSV#ZKDW#ZH#QHHG#LV#VRPH#VRUW#RI#PRGHO#DURXQG#ZKLFK#WKH#
DQQXDO#UHSRUWV#FDQ#EH#VWUXFWXUHG#DQG#IXUWKHU#LPSURYHG1#)RU#H[DPSOH/#
HDUOLHU#LQ#WKLV#FKDSWHU#ZH#VWUHVVHG#WKH#LPSRUWDQFH#RI#OLQNLQJ#VWUDWHJLF#
JRDOV#DQG#DFKLHYHPHQW#RI#SODQV1#:H#UHSHDWHG#D#UHFRPPHQGDWLRQ#PDGH#LQ#
RXU#4<<;#5HSRUW1#2UJDQL]LQJ#DQQXDO#UHSRUWV#WR#WLH#LQWR#WKH#VWUDWHJLF#
REMHFWLYHV#PD\#EH#RQH#DFFHSWDEOH#DSSURDFK1#2UJDQL]LQJ#LW#XQGHU#FRUH#
EXVLQHVV#DUHDV#PD\#EH#DQRWKHU1

91:3 :H#KDYH#WDONHG#DERXW#WKH#LVVXHV#RI#SURJUDP#UHOHYDQFH#DQG#FOLHQW#
DFFHSWDQFH#DV#QRW#EHLQJ#SDUWLFXODUO\#FOHDU#LQ#WKH#DQQXDO#UHSRUWV1#:H#DOVR#
WDONHG#DERXW#WKH#LVVXH#RI#WLPHOLQHVV1#7KHVH#FRXOG#EHFRPH#SDUW#RI#WKH#
IRFXV#RI#LPSURYHPHQWV#LQ#WKH#SURFHVV1

91:4 ,Q#WKH#LQWHULP/#ZH#ZRXOG#OLNH#WR#UHSHDW#D#UHFRPPHQGDWLRQ#ZH#
PDGH#LQ#RXU#4<<8#5HSRUW1#,Q#WKDW#5HSRUW/#ZH#QRWHG#ZH#ZHUH#SOHDVHG#WR#
VHH#WKH#LQWHUHVW#GHSXWLHV#GHPRQVWUDWHG#UHJDUGLQJ#FRPSOLDQFH#ZLWK#WKH#
SROLF\1#:H#ZHQW#RQ#WR#VWDWH#WKH#IROORZLQJ=

:H#EHOLHYH#WKDW#LW#ZRXOG#EH#XVHIXO#IRU#GHSDUWPHQWV#DQG#
DJHQFLHV#WR#GLVFXVV#WKHLU#FRPSOLDQFH#ZLWK#WKH#SROLF\#LQ#D#
VHFWLRQ#RI#WKHLU#DQQXDO#UHSRUWV1#$#GHSDUWPHQW#RU#DJHQF\#FRXOG#
SODFH#D#FKDUW#QHDU#WKH#IURQW#RI#WKH#UHSRUW#OLVWLQJ#HDFK#RI#WKH#
DVSHFWV#RI#WKH#SROLF\1#,Q#D#VHFRQG#FROXPQ#WKH#FKDUW#FRXOG#VKRZ#
ZKHUH#LQ#WKH#UHSRUW#HDFK#HOHPHQW#RI#WKH#SROLF\#ZDV#FRPSOLHG#
ZLWK1#)RU#LQVWDQFH/#LQ#UHVSRQVH#WR#WKH#UHTXLUHPHQW#WR#VWDWH#
JRDOV#DQG#REMHFWLYHV/#WKH#FKDUW#FRXOG#UHIHU#WKH#UHDGHU#WR#VXFK#
WKLQJV#DV#H[FHUSWV#IURP#WKH#VWUDWHJLF#SODQ#RU#DQ#RYHUYLHZ#
447 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#9 3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ
PHVVDJH#IURP#WKH#GHSXW\#PLQLVWHU1#5HJDUGLQJ#EXGJHW#DQG#
DFWXDO#ILQDQFLDO#LQIRUPDWLRQ/#WKH#FKDUW#FRXOG#UHIHU#WKH#UHDGHU#
WR#WKH#ILQDQFLDO#VWDWHPHQWV#FRQWDLQHG#HOVHZKHUH#LQ#WKH#UHSRUW1

5HFRPPHQGDWLRQ 91:5 :H#UHFRPPHQG#WKDW#WKH#DQQXDO#UHSRUW#SROLF\#EH#UHYLVHG#WR#
LQFOXGH#GLUHFWLRQ#WKDW#HDFK#DQQXDO#UHSRUW#VKRXOG#LQGLFDWH#KRZ#LW#
FRPSOLHV#ZLWK#WKH#SROLF\1

91:6 2XU#2IILFH#KDV#DFWXDOO\#DGRSWHG#VXFK#DQ#DSSURDFK1#:H#KDYH#
LQFOXGHG#D#FKDUW#RI#WKLV#W\SH#LQ#RXU#FKDSWHU#´2IILFH#RI#WKH#$XGLWRU#
*HQHUDOµ#IRU#WKH#ODVW#VHYHUDO#\HDUV1

7KH#5ROH#RI#WKH#$QQXDO#
5HSRUW

91:7 2YHU#WKH#\HDUV#RXU#2IILFH#KDV#FRQWLQXHG#WR#EH#D#VWHDG\#VXSSRUWHU#
RI#WKH#DQQXDO#UHSRUW#DV#DQ#DFFRXQWDELOLW\#GRFXPHQW1#7KLV#LV#FRQVLVWHQW#
ZLWK#RXU#2IILFH·V#VWUDWHJLF#JRDO#WR#´3URPRWH#DFFRXQWDELOLW\#DQG#
SHUIRUPDQFH#UHSRUWLQJ#E\#JRYHUQPHQW/#E\#LQGLYLGXDO#GHSDUWPHQWV#DQG#E\#
&URZQ#DJHQFLHV1µ#:LWK#WKH#GHYHORSPHQW#RI#WKH#3URYLQFH·V#SHUIRUPDQFH#
PHDVXUHPHQW#SURJUDP/#ZH#ORRN#IRUZDUG#WR#FRQWLQXHG#LPSURYHPHQWV#LQ#
DQQXDO#UHSRUWV1#$QG#ZH#LQWHQG#WR#FRQWLQXH#WR#IRFXV#RQ#WKH#LPSRUWDQFH#RI#
SHUIRUPDQFH#LQGLFDWRUV#LQ#NHHSLQJ#ZLWK#RXU#´HIIHFWLYHQHVVµ#OHJLVODWLRQ1

91:8 :H#DUH#SOHDVHG#WKDW#WKH#PHVVDJH#VHHPV#WR#EH#JHWWLQJ#WKURXJK1#,Q#
WKH#8#-XQH#4<<;#PHHWLQJ#RI#WKH#3XEOLF#$FFRXQWV#&RPPLWWHH#D#PHPEHU#
EHJDQ#KLV#TXHVWLRQLQJ#RI#D#GHSXW\#PLQLVWHU#ZLWK#WKH#IROORZLQJ#UHPDUNV=

:H#KDYH#KDG#VHVVLRQV#KHUH#ZLWK#WKH#$XGLWRU#*HQHUDO/#DQG#KH#
LPSUHVVHG#XSRQ#XV#WKH#LPSRUWDQFH#RI#SHUIRUPDQFH#LQGLFDWRUV1#
'RHV#\RXU#GHSDUWPHQW#IXQFWLRQ#ZLWK#SHUIRUPDQFH#LQGLFDWRUV"#
,V#WKHUH#VRPH#VRUW#RI#PHDVXULQJ#VWLFN#\RX#XWLOL]H#WR#DVVHVV#
ZKHWKHU#\RX#DUH#HIILFLHQW#RU#ZKHWKHU#\RX#DUH#DFKLHYLQJ#FHUWDLQ#
JRDOV#RU#REMHFWLYHV"

91:9 $QRWKHU#PHPEHU#TXHVWLRQHG#D#GHSXW\#PLQLVWHU#DV#IROORZV=#

<RXU#SHUIRUPDQFH#PHDVXUHPHQWV#EHJLQ#RQ#SDJH#661#,#VHH#WKDW#
\RX#DUH#PDNLQJ#JRRG#SURJUHVV#RQ#WKH#ILUVW#JRDO/#ZKLFK#LV#
RSHUDWLQJ#FRVWV#IRU#SURFXUHPHQW#VHUYLFHV#SHU#WRWDO#GROODU#YDOXH#
RI#JRRGV#DQG#VHUYLFHV#SURFXUHG1#$UH#\RX#WKLQNLQJ#\RX#FDQ#
FRQWLQXH#WR#LPSURYH#XSRQ#WKDW/#RU#DUH#\RX#JHWWLQJ#WR#WKH#SRLQW#
RI#PRUH#RU#OHVV#PD[LPXP#HIILFLHQF\"

91:: 7KH#GHSXW\#PLQLVWHU#UHVSRQGHG=

#:H#DUH#WU\LQJ#WR/#EXW#DV#\RX#NQRZ/#VDYLQJV#DUH#KDUGHU#DQG#
KDUGHU#WR#ILQG1#:H#DUH#KRSLQJ#WR#NHHS#SURFHHGLQJ#RQ#WKDW#RQH1

91:; ,Q#D#WKLUG#H[DPSOH/#D#PHPEHU#EHJDQ#GLUHFWO\#ZLWK#WKH#
SHUIRUPDQFH#LQGLFDWRUV#RI#D#JRYHUQPHQW#GHSDUWPHQW#DV#SUHVHQWHG#LQ#WKH#
DQQXDO#UHSRUW1#+LV#TXHVWLRQLQJ#VWDUWHG#DV#IROORZV=
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 448



3HUIRUPDQFH#0HDVXUHPHQW#DQG#(IIHFWLYHQHVV#5HSRUWLQJ &KDSWHU#9
$QRWKHU#DUHD#,#ZDQW#WR#UHYLHZ#ZLWK#\RX#LV#SHUIRUPDQFH#
PHDVXUHPHQW1#,#ILQG#LW#TXLWH#IDVFLQDWLQJ#WR#ORRN#DW#WKH#
JRYHUQPHQW·V#PRYH#LQWR#SHUIRUPDQFH#PHDVXUHPHQW11111#,Q#WKLV#
FDVH#\RX#KDYH#DOO#WKH#FKDOOHQJHV#WKDW#DUH#EHLQJ#IDFHG#LQ#WKLV#
\HDU/#DQG#\RX#KDYH#LQGLFDWRUV#WKDW#\RX#GR#QRW#DSSHDU#WR#EH#
KLWWLQJ1#+DYH#ZH#VHW#WKH#JRDOV#WRR#KLJK"#$UH#WKH\#UHDOLVWLF"#
6KRXOG#WKH\#EH#UHDVVHVVHG"

91:< 7KLV#W\SH#RI#TXHVWLRQLQJ/#IRFXVHG#RQ#WKH#SHUIRUPDQFH#LQGLFDWRUV#
RI#WKH#GHSDUWPHQWV#DQG#DJHQFLHV/#FRXOG#OHDG#WR#D#ZKROH#QHZ#OHYHO#RI#
GHEDWH#RQ#WKH#HIIHFWLYHQHVV#RI#JRYHUQPHQW#RUJDQL]DWLRQV1#,W#FRXOG#
WUDQVIRUP#WKH#IXQFWLRQLQJ#RI#WKH#3XEOLF#$FFRXQWV#&RPPLWWHH#DQG#WKH#
&URZQ#&RUSRUDWLRQV#&RPPLWWHH#DV#WKH\#ZRUN#WRZDUGV#HQVXULQJ#
DFFRXQWDELOLW\#LV#DFKLHYHG#ZKHQ#SXEOLF#PRQH\#LV#VSHQW1#

91;3 7KH#/HJLVODWLYH#$VVHPEO\/#WKURXJK#LWV#3XEOLF#$FFRXQWV#
&RPPLWWHH#+DQG#SRVVLEO\#WKH#&URZQ#&RUSRUDWLRQV#&RPPLWWHH,/#FRXOG#
KDYH#D#UROH#WR#SOD\#LQ#LPSURYLQJ#DQQXDO#UHSRUWV1#%\#H[DPLQLQJ#VSHFLILF#
UHSRUWV#DQG#FRPSDULQJ#WKHP#WR#WKH#SROLF\/#WKH#PHPEHUV#FRXOG#FUHDWH#DQ#
LPSHWXV#IRU#LPSURYHG#FRPSOLDQFH#ZLWK#WKH#SROLF\1#$#PRGHO#UHSRUW#PLJKW#
EH#D#SRVVLEOH#RXWFRPH#IURP#FRPPLWWHH#GHOLEHUDWLRQV#DLPHG#DW#LPSURYLQJ#
WKH#DQQXDO#UHSRUW/#´WKH#PDMRU#DFFRXQWDELOLW\#GRFXPHQW#IRU#WKH#
/HJLVODWLYH#$VVHPEO\#DQG#WKH#JHQHUDO#SXEOLF1µ
449 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



#&KDSWHU#:
&RQWUDFW#$GPLQLVWUDWLRQ

&RQWHQWV

%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 44<

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 44<

5HVXOWV#LQ#%ULHI# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 454

*HQHUDO#2EVHUYDWLRQV# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 455

)DPLO\#DQG#&RPPXQLW\#6RFLDO#6HUYLFHV#+)&66,#&RQWUDFWV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 459

-DQLWRULDO#6HUYLFH#&RQWUDFWV1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 466



&KDSWHU#: &RQWUDFW#$GPLQLVWUDWLRQ

#&RQWUDFW#$GPLQLVWUDWLRQ
%DFNJURXQG :14 ,Q#RXU#4<<:#5HSRUW/#ZH#QRWHG#WKUHH#LQVWDQFHV#ZKHUH#WKH#3URYLQFH#
IDLOHG#WR#REWDLQ#VLJQHG#FRQWUDFWV#EHIRUH#JRRGV#DQG#VHUYLFHV#ZHUH#
SURYLGHG#E\#VXSSOLHUV1

:15 7ZR#LQVWDQFHV#RFFXUUHG#LQ#WKH#4<<90<:#ILVFDO#\HDU1#7KH#ILUVW#
LQYROYHG#ZRUN#E\#,%0#IRU#WKH#'HSDUWPHQW#RI#)LQDQFH#ZKLOH#WKH#VHFRQG#
ZDV#D#OHDVH#DJUHHPHQW#IRU#$LU#$PEXODQFH#6HUYLFHV1#,Q#QHLWKHU#FDVH#ZHUH#
VLJQHG#FRQWUDFWV#REWDLQHG#XQWLO#VLJQLILFDQWO\#DIWHU#WKH#WHUP#KDG#EHJXQ1#
7KH#WKLUG#LQVWDQFH#UHODWHG#WR#ZRUN#SHUIRUPHG#E\#$QGHUVHQ#&RQVXOWLQJ#
DQG#ZDV#GLVFXVVHG#LQ#GHWDLO#LQ#RXU#4<<8#5HSRUW1

:16 &RQWUDFWV#ZHUH#DOVR#SURPLQHQWO\#IHDWXUHG#LQ#RXU#4<<;#5HSRUW1#
6RPH#RI#RXU#ZRUN#GXULQJ#4<<:0<;#GHDOW#ZLWK#GHSDUWPHQWV#OLNH#(FRQRPLF#
'HYHORSPHQW#DQG#7RXULVP/#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV/#-XVWLFH#DQG#
WKH#6ROLFLWRU#*HQHUDO/#DV#ZHOO#DV#WKH#)UHGHULFWRQ00RQFWRQ#+LJKZD\/#
(YHUJUHHQ#DQG#:DFNHQKXW#SURMHFWV1#5HODWHG#ZRUN#LQFOXGHG#D#UHYLHZ#RI#
FRQWUDFW#DSSURYDOV#DQG#PRQLWRULQJ#SURFHGXUHV#IRU#FRQWUDFWV#GHDOLQJ#ZLWK#
IXQGLQJ/#OHDVLQJ/#DQG#WKH#SXUFKDVH#RI#JRRGV#DQG#VHUYLFHV1

:17 ,W#LV#UHDGLO\#DSSDUHQW#IURP#RXU#ZRUN#DQG#ILQGLQJV#RYHU#WKH#ODVW#
WZR#\HDUV#WKDW#FRQWUDFWV#EHWZHHQ#WKH#3URYLQFH#DQG#LWV#VXSSOLHUV#DUH#YHU\#
LPSRUWDQW1#2Q#VLJQLQJ#D#FRQWUDFW/#SDUWLHV#DUH#JXLGHG#DQG#JRYHUQHG#DV#WR#
WKHLU#UHODWLRQVKLS#DQG#UHVSRQVLELOLWLHV1#&RQWUDFWV#DUH#HVSHFLDOO\#LPSRUWDQW#
ZKHQ#WKH\#KDYH#LPSOLFDWLRQV#RYHU#QXPHURXV#ILVFDO#\HDUV1

:18 0RUH#DQG#PRUH#JRYHUQPHQW#VHUYLFHV#DUH#EHLQJ#GHOLYHUHG#E\#WKH#
SULYDWH#VHFWRU#WKURXJK#SULYDWL]DWLRQ/#SXEOLF0SULYDWH#SDUWQHUVKLSV#DQG#
VWUDLJKW#FRQWUDFWLQJ0RXW#DUUDQJHPHQWV1#0DQ\#VXFK#FRQWUDFWV#KDYH#OLYHV#
H[WHQGLQJ#RYHU#PXOWLSOH#ILVFDO#\HDUV1

6FRSH :19 7KH#REMHFWLYH#RI#WKLV#EURDG#VFRSH#DXGLW#SURMHFW#ZDV#WR#GHWHUPLQH#
ZKDW#V\VWHPV#DUH#LQ#SODFH#WR#HQVXUH#FRQWUDFWV#DUH#EHLQJ#DGPLQLVWHUHG#LQ#
DFFRUGDQFH#ZLWK#QHJRWLDWHG#WHUPV#DQG#FRQGLWLRQV1

:1: 7KH#WHUP#´FRQWUDFWµ#KDV#YHU\#EURDG#PHDQLQJ#LQ#FRPPRQ#XVDJH1#
2XU#2IILFH#GRHV#QRW#KDYH#VXIILFLHQW#UHVRXUFHV#WR#DXGLW#DOO#W\SHV#RI#
FRQWUDFWV#LQ#DOO#GHSDUWPHQWV#RI#WKH#SURYLQFLDO#JRYHUQPHQW1

:1; )RU#WKH#SXUSRVHV#RI#WKLV#DXGLW#SURMHFW/#ZH#KDYH#GHILQHG#D#
´FRQWUDFWµ#DV#DQ#DJUHHPHQW#EHWZHHQ#WKH#3URYLQFH#DQG#DW#OHDVW#RQH#
RXWVLGH#SDUW\#+QRW#LQFOXGLQJ#&URZQ#DJHQFLHV#RU#FRUSRUDWLRQV/#KRVSLWDOV#
RU#QXUVLQJ#KRPHV,1#:H#UHVWULFWHG#RXU#ZRUN#WR#WKRVH#FRQWUDFWV#KDYLQJ#D#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 44<



&RQWUDFW#$GPLQLVWUDWLRQ &KDSWHU#:
WHUP#HTXDO#WR#RU#JUHDWHU#WKDQ#RQH#\HDU#DQG#WKDW#DUH#XVHG#WR#PHHW#RQJRLQJ#
RSHUDWLRQDO#+DV#RSSRVHG#WR#FDSLWDO,#FRPPLWPHQWV1

:1< 2XU#ILUVW#JRDO#ZDV#WR#GHWHUPLQH#WKH#H[WHQW#WR#ZKLFK#VHQLRU#
PDQDJHUV#LQ#JRYHUQPHQW#ZHUH#DZDUH#RI#FRQWUDFWV#ZKLFK#ZHUH#LQ#
H[LVWHQFH#DW#WKH#WLPH#RI#RXU#UHYLHZ1#$ZDUHQHVV#ZDV#GHILQHG#DV#WKH#H[WHQW#
WR#ZKLFK#VHQLRU#PDQDJHUV#ZHUH#DEOH#WR#SURYLGH#LPSRUWDQW#LQIRUPDWLRQ#
DERXW#WKHLU#H[LVWLQJ#FRQWUDFWV/#LQFOXGLQJ#ZKHWKHU#RU#QRW#WKH#FRQWUDFWV#
ZHUH#EHLQJ#SURSHUO\#PRQLWRUHG1

:143 7R#DVVHVV#DZDUHQHVV#RI#FRQWUDFWV#LQ#GHSDUWPHQWV/#RXU#2IILFH#
GHYHORSHG#IRXU#NH\#FULWHULD1#2XU#ILQGLQJV#IRU#HDFK#RI#WKHVH#FULWHULD#DUH#
GLVFXVVHG#XQGHU#WKH#KHDGLQJ#RI#*HQHUDO#2EVHUYDWLRQV1

:144 ,Q#DVVHVVLQJ#WKLV#ILUVW#JRDO#ZH#FRQGXFWHG#VXUYH\V#DQG#LQWHUYLHZV#
ZLWK#UHSUHVHQWDWLYHV#RI#HLJKW#PDMRU#GHSDUWPHQWV#RI#WKH#JRYHUQPHQW#RI#
1HZ#%UXQVZLFN1#)ROORZLQJ#WKLV#ZRUN/#ZH#LGHQWLILHG#WZR#IXUWKHU#JRDOV1#
2QH#ZDV#WR#GHWHUPLQH#WKH#H[WHQW#WR#ZKLFK#FRQWUDFW#SHUIRUPDQFH#LV#
PRQLWRUHG#DQG#UHSRUWHG1#7KH#VHFRQG#ZDV#WR#GHWHUPLQH#WKH#H[WHQW#WR#
ZKLFK#FRQWUDFWLQJ#GHOLYHUV#ZKDW#ZDV#DJUHHG/#ZKHQ#LW#ZDV#DJUHHG#DQG#IRU#
WKH#SULFH#DJUHHG1#7R#DVVHVV#PRQLWRULQJ/#UHSRUWLQJ#DQG#GHOLYHU\#ZH#
LGHQWLILHG#DGGLWLRQDO#FULWHULD1#7KHVH#FULWHULD#ZHUH#XVHG#WR#UHYLHZ#FRQWUDFW#
DGPLQLVWUDWLRQ#LQ#VHOHFWHG#DUHDV#RI#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
&RPPXQLW\#6HUYLFHV#DQG#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV1

:145 2XU#ZRUN#LQ#WKHVH#GHSDUWPHQWV#FRQVLVWHG#RI#D#UHYLHZ#RI#IRXUWHHQ#
FRQWUDFWV#LQ#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#DQG#ILYH#
FRQWUDFWV#LQ#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV1#7KH#FRQWUDFWV#LQ#WKH#
'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#ZHUH#IRU#D#YDULHW\#RI#
VHUYLFHV#UHODWHG#WR#WKH#)DPLO\#DQG#&RPPXQLW\#6RFLDO#6HUYLFHV#'LYLVLRQ1#
7KHVH#UDQJHG#IURP#KRPHPDNHU#VHUYLFH#WR#FRXQVHOOLQJ#DQG#UHKDELOLWDWLRQ#
VHUYLFH1#)RU#WKH#\HDU#HQGHG#64#0DUFK#4<<</#RXU#2IILFH#HVWLPDWHV#WKDW#
RXU#VDPSOH#RI#FRQWUDFWV#UHSUHVHQWHG#'45#PLOOLRQ#RI#DQQXDO#)DPLO\#DQG#
&RPPXQLW\#6RFLDO#6HUYLFHV#H[SHQGLWXUHV#LQ#WKH#'HSDUWPHQW#RI#+HDOWK#
DQG#&RPPXQLW\#6HUYLFHV1

:146 7KH#FRQWUDFWV#DW#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#ZHUH#IRU#
MDQLWRULDO#VHUYLFHV#DGPLQLVWHUHG#XQGHU#WKH#)DFLOLWLHV#0DQDJHPHQW#
3URJUDP1#)RU#WKH#\HDU#HQGHG#64#0DUFK#4<<</#RXU#2IILFH#HVWLPDWHV#WKDW#
RXU#VDPSOH#RI#FRQWUDFWV#UHSUHVHQWHG#'66;/333#RU#4(#RI#WKH#DQQXDO#
H[SHQGLWXUH#RI#WKH#)DFLOLWLHV#0DQDJHPHQW#3URJUDP#LQ#WKH#'HSDUWPHQW#RI#
6XSSO\#DQG#6HUYLFHV1

:147 2XU#ILQGLQJV#UHODWHG#WR#PRQLWRULQJ/#UHSRUWLQJ#DQG#GHOLYHU\#DUH#
SUHVHQWHG#XQGHU#WKH#KHDGLQJV#RI#)DPLO\#DQG#&RPPXQLW\#6RFLDO#6HUYLFHV#
&RQWUDFWV#DQG#-DQLWRULDO#&RQWUDFWV1
453 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#: &RQWUDFW#$GPLQLVWUDWLRQ
5HVXOWV#LQ#%ULHI

*HQHUDO#2EVHUYDWLRQV

:148 *RYHUQPHQW#LV#QRW#IROORZLQJ#WKH#)LQDQFLDO#$GPLQLVWUDWLRQ#
$FW#UHTXLUHPHQW#WKDW#DOO#FRQWUDFWV#EH#VXEPLWWHG#WR#WKH#&RPSWUROOHU1

:149 1R#FHQWUDO#UHJLVWULHV#RI#NH\#ILQDQFLDO#RU#QRQ0ILQDQFLDO#
VWLSXODWLRQV#IRU#FRQWUDFWV#DUH#PDLQWDLQHG#RQ#D#GHSDUWPHQW0ZLGH#
EDVLV1#6XFK#UHJLVWULHV#ZRXOG#IDFLOLWDWH#PRQLWRULQJ1

:14: 5HVSRQVLELOLW\#IRU#PRQLWRULQJ#FRQWUDFWV#KDV#EHHQ#
DSSURSULDWHO\#DVVLJQHG1

:14; 5HVSRQVLELOLW\#IRU#PRQLWRULQJ#FRQWUDFWV#UDUHO\#IDOOV#WR#VHQLRU#
PDQDJHPHQW#LQ#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN1#7KHUH#LV#QR#
IRUPDOL]HG#UHSRUWLQJ#WR#VHQLRU#PDQDJHPHQW#RQ#WKH#VWDWXV#RI#NH\#
ILQDQFLDO#DQG#QRQ0ILQDQFLDO#VWLSXODWLRQV1

)DPLO\#DQG#&RPPXQLW\#
6RFLDO#6HUYLFHV#&RQWUDFWV

:14< 2I#IRXUWHHQ#FRQWUDFWV#UHYLHZHG/#WZR#ZHUH#QRW#VLJQHG#E\#WKH#
HQG#RI#WKH#FRQWUDFW#WHUP1#$OO#UHPDLQLQJ#FRQWUDFWV#UHYLHZHG#ZHUH#
VLJQHG#DIWHU#WKHLU#FRQWUDFW#VWDUW#GDWHV1

:153 )RU#WHQ#RI#WKH#IRXUWHHQ#FRQWUDFWV#UHYLHZHG/#IOXFWXDWLRQV#LQ#WKH#
YROXPH#RI#VHUYLFH#GHOLYHUHG#ZRXOG#QRW#LPSDFW#SD\PHQWV#WR#WKH#
FRQWUDFWRU#RQ#D#WLPHO\#EDVLV1#7KLV#PD\#EH#GXH/#LQ#SDUW/#WR#SD\PHQWV#
EHLQJ#PRUH#LQ#WKH#IRUP#RI#D#JUDQW/#WKDQ#IRU#WKH#SXUFKDVH#RI#VHUYLFH1

:154 :KHUH#SURJUDP#VWDQGDUGV#ZHUH#DSSOLFDEOH/#QR#H[SOLFLW#
UHIHUHQFH#ZDV#PDGH#LQ#WKH#FRQWUDFW#WR#WKH#HIIHFW#WKDW#QRQ0FRPSOLDQFH#
ZRXOG#KDYH#RQ#FRQWUDFW#SD\PHQW#DPRXQWV#RU#VFKHGXOHV1

:155 5HOHYDQW/#UHOLDEOH#LQIRUPDWLRQ#H[LVWV#ZLWK#ZKLFK#FRQWUDFWRU#
SHUIRUPDQFH#FDQ#EH#DVVHVVHG1#+RZHYHU/#WKLV#LQIRUPDWLRQ#GRHV#QRW#
DSSHDU#WR#EH#DOZD\V#REWDLQHG#LQ#RUGHU#WR#DOORZ#WKH#'HSDUWPHQW#WR#
DVVHVV#FRQWUDFWRU#SHUIRUPDQFH1

:156 :KHUH#VXFK#DVVHVVPHQW#LQIRUPDWLRQ#LV#ERWK#DYDLODEOH#DQG#
REWDLQHG/#DQDO\VLV#RI#WKLV#LQIRUPDWLRQ#GRHV#QRW#DSSHDU#WR#EH#
RFFXUULQJ#RQ#D#WLPHO\#EDVLV1#,Q#DGGLWLRQ/#UHTXLUHPHQWV#IRU#WKLV#
LQIRUPDWLRQ#PD\#QRW#EH#IRUPDOO\#VWDWHG#LQ#WKH#FRQWUDFW#WHUPV1

:157 7KH#'HSDUWPHQW#QHHGV#WR#LPSOHPHQW#D#PRUH#VWUXFWXUHG/#
SURDFWLYH#DSSURDFK#WR#HQVXULQJ#WKDW#FRQWUDFWRUV#DUH#SURYLGLQJ#
VHUYLFHV#ZKLFK#PHHW#TXDOLW\#DQG#RWKHU#VWDQGDUGV#DV#VSHFLILHG#LQ#WKH#
WHUPV#RI#WKH#FRQWUDFWV1#7KLV#ZRXOG#LQFOXGH#SURYLGLQJ#UHJXODU#
IHHGEDFN#WR#FRQWUDFWRUV#RQ#LWV#VDWLVIDFWLRQ#ZLWK#WKHLU#VHUYLFHV1

-DQLWRULDO#&RQWUDFWV :158 7KH#'HSDUWPHQW#VKRXOG#HQVXUH#WKDW#WKH#QDWXUH#DQG#IUHTXHQF\#
RI#FRQWUDFWRU#HYDOXDWLRQ#DQG#WKH#GHDGOLQH#IRU#HYDOXDWLRQV#LV#VSHFLILHG#
ZLWKLQ#WKH#FRQGLWLRQV#RI#IXWXUH#FRQWUDFWV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 454



&RQWUDFW#$GPLQLVWUDWLRQ &KDSWHU#:
:159 7KH#'HSDUWPHQW#VKRXOG#REWDLQ#UHOHYDQW/#UHOLDEOH#LQIRUPDWLRQ#
WKDW#FDQ#EH#XVHG#WR#HYDOXDWH#FRQWUDFWRU#SHUIRUPDQFH1#7KH#UHJXODU#
XVH#RI#FKHFNOLVWV#WR#GRFXPHQW#LQVSHFWLRQ#RI#WKH#FOHDQHU·V#ZRUN#VKRXOG#
EH#FRQVLGHUHG1

:15: 7KH#'HSDUWPHQW#QHHGV#WR#LPSOHPHQW#D#PRUH#VWUXFWXUHG/#
SURDFWLYH#DSSURDFK#WR#HQVXULQJ#WKDW#VHUYLFHV#EHLQJ#SURYLGHG#E\#
VXSSOLHUV#PHHW#TXDOLW\#DQG#RWKHU#VWDQGDUGV#DV#VSHFLILHG#LQ#LWV#
FRQWUDFWV1

*HQHUDO#2EVHUYDWLRQV :15; 2XU#ILUVW#FULWHULRQ#ZDV=

'HSDUWPHQWV#VKRXOG#EH#DZDUH#RI/#DQG#DEOH#WR#SURYLGH#
GRFXPHQWDWLRQ#DERXW/#FRQWUDFWV#ZKLFK#DUH#RXWVWDQGLQJ#LQ#WKHLU#
GHSDUWPHQWV#DW#DQ\#JLYHQ#SRLQW#LQ#WLPH1

:15< ,Q#RXU#HIIRUW#WR#GHWHUPLQH#ZKDW#FRQWUDFWV#ZHUH#RXWVWDQGLQJ#DW#WKH#
WLPH#RI#RXU#UHYLHZ/#ZH#QRWHG#WKDW#D#FHQWUDO#JRYHUQPHQWDO#UHJLVWU\#IRU#
FRQWUDFWV#VKRXOG#H[LVW1

:163 7KH#)LQDQFLDO#$GPLQLVWUDWLRQ#$FW#>6HFWLRQ#6;+6,@#VWDWHV/#´(YHU\#
FRQWUDFW#LQYROYLQJ#WKH#SD\PHQW#RI#SXEOLF#PRQH\#LV#WR#EH#VXEPLWWHG#WR#WKH#
&RPSWUROOHU#ZKHQ#PDGH1µ#8QWLO#2FWREHU#4<<;/#WKH#JRYHUQPHQW#
$GPLQLVWUDWLRQ#0DQXDO#DVVLJQHG#UHVSRQVLELOLW\#IRU#HQVXULQJ#WKH#
&RPSWUROOHU#KDV#D#FRS\#RI#OHJDO#FRQWUDFWV#WR#WKH#LQGLYLGXDO#H[HUFLVLQJ#
SD\PHQW#DXWKRULW\1#7KLV#UHTXLUHPHQW#KDV#QRZ#EHHQ#GURSSHG1

:164 2XU#LQTXLU\#KDV#GHWHUPLQHG#WKDW#WKH#UHTXLUHPHQWV#RI#WKH#
)LQDQFLDO#$GPLQLVWUDWLRQ#$FW#KDYH#QRW#EHHQ#IROORZHG#IRU#VRPH#WLPH1#
'XH#WR#WKH#ODUJH#DPRXQW#RI#GRFXPHQWDWLRQ#WKLV#SUDFWLFH#ZRXOG#LQYROYH/#
WKH#2IILFH#RI#WKH#&RPSWUROOHU#KDV#LQWHUSUHWHG#WKH#$FW#WR#PHDQ#WKDW#WKH#
FRQWUDFWV#PXVW#EH#PDLQWDLQHG#E\#GHSDUWPHQWV#DQG#PDGH#DYDLODEOH#WR#WKH#
&RPSWUROOHU#RQ#UHTXHVW1

5HFRPPHQGDWLRQ :165 *RYHUQPHQW#VKRXOG#IROORZ#WKH#)LQDQFLDO#$GPLQLVWUDWLRQ#$FW1#
,I#WKH#DSSOLFDWLRQ#RI#WKH#$FW#LV#VHHQ#WR#EH#LPSUDFWLFDO#RU#LI#WKHUH#LV#D#
EHWWHU#ZD\#WR#HQVXUH#FRQWURO#LV#H[HUFLVHG#RYHU#FRQWUDFWV/#WKHQ#
FRQVLGHUDWLRQ#VKRXOG#EH#JLYHQ#WR#DPHQGLQJ#WKH#OHJLVODWLRQ1

'HSDUWPHQWDO#UHVSRQVH :166 7KH#2IILFH#RI#WKH#&RPSWUROOHU#UHSOLHG#WR#RXU#UHFRPPHQGDWLRQ#DV#
IROORZV=

2XU#2IILFH#GHFLGHG#WKDW#LW#ZRXOG#EH#PRUH#HIILFLHQW#IRU#
GHSDUWPHQWV#WR#PDLQWDLQ#WKHLU#FRQWUDFWV#DQG#PDNH#WKHP#
DYDLODEOH#LI#ZH#ZDQWHG#WR#UHYLHZ#WKHP1#:H#DGYLVHG#
GHSDUWPHQWV#DFFRUGLQJO\1

,W#LV#RXU#LQWHQWLRQ#WR#FKDQJH#VHFWLRQ#6;+6,#WR#UHDG#WKDW#
GHSDUWPHQWV#ZLOO#EH#UHVSRQVLEOH#IRU#PDLQWDLQLQJ#FRQWUDFWV1
455 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#: &RQWUDFW#$GPLQLVWUDWLRQ
:167 6LQFH#QR#FHQWUDO#JRYHUQPHQWDO#UHJLVWU\#FXUUHQWO\#H[LVWV/#
GHSDUWPHQWV#KDYH#+E\#GHIDXOW,#EHHQ#DVVLJQHG#UHVSRQVLELOLW\#IRU#FRQWUDFW#
UHFRUG0NHHSLQJ1

:168 9LUWXDOO\#DOO#GHSDUWPHQWV#KDYH#WDNHQ#D#GHFHQWUDOL]HG#DSSURDFK#WR#
RUJDQL]LQJ#WKHLU#FRQWUDFWV1#:LWKLQ#D#GHSDUWPHQW/#UHVSRQVLELOLW\#IRU#
FRQWUDFWV#LV#DVVLJQHG#WR#WKH#EUDQFK#RU#GLYLVLRQ#KDYLQJ#UHVSRQVLELOLW\#IRU#
WKH#UHODWHG#SURJUDP#DQG#EXGJHW1#7KHVH#DUH#UHVSRQVLELOLW\#FHQWUHV#IRU#
ZKLFK#D#PDQDJHU#LV#KHOG#DFFRXQWDEOH1

:169 6LQFH#FRQWUDFWV#DUH#DVVLJQHG#WR#QXPHURXV#UHVSRQVLELOLW\#FHQWUHV/#
D#GHSDUWPHQWDO#SHUVSHFWLYH#RQ#WKH#QXPEHU/#QDWXUH#RU#GROODU#YDOXH#RI#
FRQWUDFWV#RXWVWDQGLQJ#DW#D#JLYHQ#SRLQW#LQ#WLPH#LV#QRW#DYDLODEOH1#2QO\#WKH#
UHVSRQVLELOLW\#FHQWUH#PDQDJHU#LV#DEOH#WR#JHQHUDWH#GHWDLOHG#LQIRUPDWLRQ#
DERXW#WKH#QDWXUH/#QXPEHU#DQG#GROODU#YDOXH#RI#FRQWUDFWV#RXWVWDQGLQJ#LQ#
WKHLU#EUDQFK#RU#GLYLVLRQ1

:16: 2XU#ILQGLQJV#LQ#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#
6HUYLFHV#FRQILUP#WKLV1#)RU#)DPLO\#DQG#&RPPXQLW\#6RFLDO#6HUYLFHV#
+)&66,#FRQWUDFWV#VLJQHG#LQ#WKH#FHQWUDO#RIILFH/#D#3URMHFW#&R0RUGLQDWRU#LQ#
WKH#([HFXWLYH#DQG#3URJUDP#6XSSRUW#8QLW#ZDV#DEOH#WR#SURYLGH#JHQHUDO#
LQIRUPDWLRQ#DERXW#WKH#QDWXUH/#QXPEHU#DQG#GROODU#YDOXHV#LQYROYHG1#
7KRXJK#PRUH#GHWDLOHG#LQIRUPDWLRQ#ZDV#QRW#LPPHGLDWHO\#DYDLODEOH/#LW#ZDV#
UHDGLO\#FRPSLOHG#E\#REWDLQLQJ#DQG#UHYLHZLQJ#WKH#FRQWUDFWV#LQYROYHG1

:16; )RU#)&66#FRQWUDFWV#VLJQHG#LQ#D#UHJLRQ/#WKH#5HJLRQDO#'LUHFWRU#
DQG#5HJLRQDO#$GPLQLVWUDWLYH#&R0RUGLQDWRU#ZHUH#DEOH#WR#SURYLGH#JHQHUDO#
LQIRUPDWLRQ#DERXW#WKH#QDWXUH/#QXPEHU#DQG#GROODU#YDOXHV#LQYROYHG1#
6LPLODU#WR#WKH#FHQWUDOO\#VLJQHG#FRQWUDFWV/#PRUH#GHWDLOHG#LQIRUPDWLRQ#ZDV#
FRPSLOHG#E\#REWDLQLQJ#DQG#UHYLHZLQJ#WKH#FRQWUDFWV#LQYROYHG1

:16< ,Q#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV/#RXU#2IILFH#ZDV#DEOH#
WR#REWDLQ#D#GHWDLOHG#OLVWLQJ#RI#MDQLWRULDO#VHUYLFH#FRQWUDFWV#ZKLFK#KDG#
SUHYLRXVO\#EHHQ#FRPSLOHG#E\#WKH#0DQDJHU#RI#)LQDQFLDO#DQG#6XSSRUW#
6HUYLFHV#RI#WKH#)DFLOLWLHV#0DQDJHPHQW#%UDQFK1

:173 2XU#VHFRQG#FULWHULRQ#ZDV=

'HSDUWPHQWV#VKRXOG#EH#DZDUH#RI/#DQG#DEOH#WR#SURYLGH#
GRFXPHQWDWLRQ#DERXW/#NH\#ILQDQFLDO#DQG#QRQ0ILQDQFLDO#
XQGHUWDNLQJV#IRU#FRQWUDFWV#ZKLFK#DUH#RXWVWDQGLQJ#LQ#WKHLU#
GHSDUWPHQWV#DW#DQ\#JLYHQ#SRLQW#LQ#WLPH1

:174 %DVHG#RQ#WKH#SUHFHGLQJ#REVHUYDWLRQ#WKDW#QR#JRYHUQPHQWDO#RU#
GHSDUWPHQWDO#UHJLVWU\#RI#FRQWUDFWV#H[LVWHG#DW#WKH#WLPH#RI#RXU#UHYLHZ/#RXU#
2IILFH#VLPLODUO\#FRQFOXGHG#WKDW#QR#VXFK#UHJLVWULHV#RI#NH\#ILQDQFLDO#RU#
QRQ0ILQDQFLDO#XQGHUWDNLQJV#LQ#WKRVH#FRQWUDFWV#FRXOG#H[LVW1#5HJLVWULHV#RI#
ILQDQFLDO#DQG#QRQ0ILQDQFLDO#XQGHUWDNLQJV/#LI#WKH\#H[LVWHG/#ZRXOG#EH#
OLPLWHG#WR#HDFK#UHVSRQVLELOLW\#FHQWUH1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 456



&RQWUDFW#$GPLQLVWUDWLRQ &KDSWHU#:
:175 7KLV#ZDV#FRQILUPHG#LQ#RXU#VXUYH\V#DQG#LQWHUYLHZV#ZLWK#
GHSDUWPHQWV1

:176 ,Q#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV/#VRPH#ILQDQFLDO#DQG#
QRQ0ILQDQFLDO#XQGHUWDNLQJV#ZHUH#LQFOXGHG#DV#SDUW#RI#LQIRUPDWLRQ#
PDLQWDLQHG#DQG#SURYLGHG#E\#WKH#'HSDUWPHQW1#7KRXJK#LPSRUWDQW#
QRQ0ILQDQFLDO#LQIRUPDWLRQ#OLNH#WKH#WHUP#RI#WKH#FRQWUDFW#DQG#DQ\#
H[WHQVLRQV#ZHUH#LQFOXGHG/#RWKHU#QRQ0ILQDQFLDO#VWLSXODWLRQV#ZHUH#QRW#
LQFOXGHG#LQ#WKH#UHJLVWU\1#([DPSOHV#RI#RWKHU#QRQ0ILQDQFLDO#LQIRUPDWLRQ#ZH#
FRQVLGHUHG#LPSRUWDQW#LQFOXGH=#WKH#UHVXOWV#DQG#GDWHV#RI#FOHDQLQJ#
LQVSHFWLRQV/#WKDW#D#&HUWLILFDWH#RI#,QVXUDQFH#KDV#EHHQ#ILOHG#ZLWK#WKH#
GHSDUWPHQW#E\#WKH#FRQWUDFWRU#DV#VWLSXODWHG#LQ#WKH#FRQWUDFW/#DQG#WKH#UHVXOWV#
RI#FULPLQDO#UHFRUG#FKHFNV#ZKHUH#DSSOLFDEOH1#

:177 ,Q#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV/#QR#
UHVSRQVLELOLW\#FHQWUH#UHJLVWU\#H[LVWHG#ZKLFK#GHWDLOHG#RU#VXPPDUL]HG#
ILQDQFLDO#DQG#QRQ0ILQDQFLDO#VWLSXODWLRQV#IRU#FRQWUDFWV#LQ#HLWKHU#WKH#FHQWUDO#
RIILFH#RU#WKH#UHJLRQ1

:178 :LWKRXW#DQ\#FRQWUDFW#UHJLVWU\#RI#NH\#ILQDQFLDO#DQG#QRQ0ILQDQFLDO#
XQGHUWDNLQJV#DW#WKH#GHSDUWPHQWDO#RU#UHVSRQVLELOLW\#FHQWUH#OHYHO/#LW#LV#
SRVVLEOH#WKDW#NH\#DGPLQLVWUDWLYH#LVVXHV#PD\#EH#RYHUORRNHG1#)RU#LQVWDQFH/#
UHQHZDO#RSWLRQV#DQG#QRWLILFDWLRQ#GDWHV/#WKH#ULJKW#WR#LQVSHFW#DQG#FRQGXFW#
DXGLWV#DQG#WKH#ILOLQJ#RI#NH\#GRFXPHQWV#VXFK#DV#LQVXUDQFH#SROLFLHV#PD\#EH#
RYHUORRNHG#ZKHQ#WKHUH#LV#QR#UHJLVWU\#WR#KLJKOLJKW#WKHP1

5HFRPPHQGDWLRQ :179 $#UHJLVWU\#RI#FRQWUDFWV#VKRXOG#H[LVW#DW#HLWKHU#WKH#
UHVSRQVLELOLW\#FHQWUH#RU#GHSDUWPHQWDO#OHYHO1#7KLV#UHJLVWU\#VKRXOG#
LQFOXGH#LQIRUPDWLRQ#RQ#NH\#ILQDQFLDO#DQG#QRQ0ILQDQFLDO#XQGHUWDNLQJV#
DQG#EH#RUJDQL]HG#LQ#D#PDQQHU#ZKLFK#SHUPLWV#HIIHFWLYH#UHYLHZ#DQG#
IROORZ0XS1

:17: 2XU#WKLUG#FULWHULRQ#ZDV

5HVSRQVLELOLW\#IRU#PRQLWRULQJ#HDFK#FRQWUDFW#RU#FODVV#RI#
FRQWUDFWV/#LI#QRW#H[HUFLVHG#E\#VHQLRU#PDQDJHPHQW/#VKRXOG#EH#
GHVLJQDWHG#WR#DQ#DSSURSULDWH#HPSOR\HH1

:17; 5HVSRQVLELOLW\#IRU#PRQLWRULQJ#FRQWUDFWV#LV#ODUJHO\#GHOHJDWHG#E\#
VHQLRU#PDQDJHPHQW#WR#UHVSRQVLELOLW\#FHQWUH#PDQDJHUV#DQG#WKHLU#
HPSOR\HHV#XVLQJ#WKH#PHFKDQLVP#RI#VSHQGLQJ#DXWKRULW\1#7KH#JRYHUQPHQW#
$GPLQLVWUDWLRQ#0DQXDO#H[SODLQV#WKDW#LQGLYLGXDOV#KDYLQJ#VSHQGLQJ#
DXWKRULW\#DUH#UHVSRQVLEOH#DQG#DFFRXQWDEOH#IRU#H[SHQGLWXUHV#FKDUJHG#WR#
WKHLU#EXGJHWV#DQG#DUH#UHVSRQVLEOH#WR#YHULI\#FRQWUDFW#UHTXLUHPHQWV#DQG#WR#
HQVXUH#WKDW#SULFHV#SDLG#IRU#JRRGV#DQG#VHUYLFHV#DUH#FRUUHFW#DQG#
UHDVRQDEOH1

:17< ,Q#WKH#FDVH#RI#WKH#)&66#GLYLVLRQ#RI#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#
&RPPXQLW\#6HUYLFHV/#UHVSRQVLELOLW\#IRU#WKH#PRQLWRULQJ#RI#FRQWUDFWV#ZDV#
DVVLJQHG#PDLQO\#DFFRUGLQJ#WR#ZKHWKHU#WKH#FRQWUDFW#ZDV#VLJQHG#E\#
457 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#: &RQWUDFW#$GPLQLVWUDWLRQ
SHUVRQQHO#RI#WKH#'HSDUWPHQW#DW#KHDG#RIILFH#RU#LQ#RQH#RI#WKH#UHJLRQDO#
RIILFHV1

:183 5HVSRQVLELOLW\#IRU#PRQLWRULQJ#FRQWUDFWV#VLJQHG#LQ#WKH#UHJLRQV#
IDOOV#WR#WKH#5HJLRQDO#'LUHFWRU#ZKR#KDV#VSHQGLQJ#DXWKRULW\#RYHU#SD\PHQWV#
RQ#WKHVH#FRQWUDFWV1#7KH#'HSDUWPHQW·V#3XUFKDVH#RI#6HUYLFH#6WDQGDUGV#
0DQXDO#DVVLJQV#UHVSRQVLELOLW\#WR#D#FRQWUDFW#RIILFHU#LQ#WKH#UHJLRQ1#8QOHVV#
GHOHJDWHG#WR#RWKHUV#LQ#WKH#UHJLRQ/#WKH#5HJLRQDO#'LUHFWRU#IXOILOV#WKLV#UROH1

:184 5HVSRQVLELOLW\#IRU#PRQLWRULQJ#FHQWUDOO\#VLJQHG#FRQWUDFWV#LV#JLYHQ#
WR#D#3URMHFW#&R0RUGLQDWRU#LQ#WKH#([HFXWLYH#DQG#3URJUDP#6XSSRUW#8QLW#
ZKR#KDV#VSHQGLQJ#DXWKRULW\#RYHU#SD\PHQWV#RQ#WKHVH#FRQWUDFWV1#7KH#
'HSDUWPHQW·V#3XUFKDVH#RI#6HUYLFH#6WDQGDUGV#0DQXDO#DVVLJQV#
UHVSRQVLELOLW\#IRU#PRQLWRULQJ#WKHVH#FRQWUDFWV#WR#D#SURYLQFLDO#FRQWUDFW#
RIILFHU1#7KH#3URMHFW#&R0RUGLQDWRU#UHIHUUHG#WR#DERYH#DSSHDUV#WR#EH#
VHUYLQJ#LQ#WKLV#FDSDFLW\1

:185 7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#KDV#DVVLJQHG#PRQLWRULQJ#
GXWLHV#IRU#MDQLWRULDO#VHUYLFHV#LQ#D#VLPLODU#PDQQHU1#7KHVH#FRQWUDFWV#DUH#
DVVLJQHG#WR#5HJLRQDO#0DQDJHUV/#HDFK#RI#ZKRP#KDV#WKH#UHVSRQVLELOLW\#WR#
HQVXUH#WKDW#EXLOGLQJV#LQ#WKHLU#JHRJUDSKLF#DUHD#DUH#EHLQJ#PDLQWDLQHG#DQG#
WKDW#VHUYLFH#SURYLGHUV#DUH#SHUIRUPLQJ#LQ#DQ#DFFHSWDEOH#PDQQHU1#(DFK#
5HJLRQDO#0DQDJHU#KDV#DOVR#EHHQ#GHVLJQDWHG#DV#KDYLQJ#VSHQGLQJ#DXWKRULW\#
IRU#SD\PHQWV#WR#FRQWUDFWRUV1

:186 7KHUHIRUH/#RXU#2IILFH#FDQ#FRQFOXGH#WKDW#UHVSRQVLELOLW\#IRU#
PRQLWRULQJ#FRQWUDFWV#KDV#EHHQ#UHDVRQDEO\#DQG#DSSURSULDWHO\#DVVLJQHG#WR#
HPSOR\HHV#KDYLQJ#DGHTXDWH#NQRZOHGJH#RI#WKH#FRQWUDFWRU#DQG#WKHLU#
SHUIRUPDQFH/#DV#ZHOO#DV#WKH#DXWKRULW\#WR#LPSDFW#SD\PHQWV#WR#WKH#
FRQWUDFWRU1

:187 2XU#IRXUWK#FULWHULRQ#ZDV=

'HSDUWPHQWV#VKRXOG#PRQLWRU/#RU#UHFHLYH#UHJXODU#
GRFXPHQWDWLRQ#IURP#GHVLJQDWHG#HPSOR\HHV#UHJDUGLQJ/#NH\#
ILQDQFLDO#DQG#QRQ0ILQDQFLDO#XQGHUWDNLQJV#IRU#FRQWUDFWV#WKDW#
DUH#RXWVWDQGLQJ#DW#DQ\#JLYHQ#SRLQW#LQ#WLPH1

:188 2XU#VXUYH\V#DQG#LQWHUYLHZV#VXJJHVW#WKHUH#LV#QR#IRUPDOL]HG#
UHSRUWLQJ#WR#VHQLRU#PDQDJHPHQW#RQ#WKH#VWDWXV#RI#NH\#ILQDQFLDO#DQG#
QRQ0ILQDQFLDO#XQGHUWDNLQJV1#7KLV#W\SH#RI#UHSRUWLQJ#FRXOG#DOORZ#VHQLRU#
PDQDJHUV#WR#HQVXUH#FRQWUDFWRUV/#RU#JURXSV#RI#FRQWUDFWRUV/#DUH#FRPSO\LQJ#
ZLWK#VLJQHG#DJUHHPHQWV1#2EMHFWLYH#SHUIRUPDQFH#LQGLFDWRUV#+OLNH#WDVNV/#
VWDQGDUGV#WR#EH#DGKHUHG#WR/#HWF1,#VKRXOG#EH#GRFXPHQWHG/#DSSOLHG/#DQG#
WKHLU#VWDWXV#UHSRUWHG#RQ#D#WLPHO\#EDVLV#WR#DOORZ#GHSDUWPHQWV#WR#GHDO#ZLWK#
SRRU#SHUIRUPDQFH#RQ#D#SURDFWLYH#EDVLV1

:189 6HQLRU#PDQDJHPHQW#UHFHLYHV#UHSRUWV#RQ#DQ#¶DV0QHHGHG·#EDVLV#
RQO\1#7KLV#W\SH#RI#UHSRUWLQJ#PD\#DZDLW#D#WRS0GRZQ#UHTXHVW#E\#DQ#
LPPHGLDWH#VXSHUYLVRU#DQG#PLJKW#QRW#EH#YROXQWHHUHG#E\#UHVSRQVLELOLW\#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 458



&RQWUDFW#$GPLQLVWUDWLRQ &KDSWHU#:
FHQWUH#PDQDJHUV1#,Q#ERWK#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#
6HUYLFHV#DQG#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV/#LQWHUYLHZV#
UHYHDOHG#WKDW#UHJXODU/#IRUPDOL]HG#UHSRUWLQJ#WR#VHQLRU#PDQDJHPHQW#RQ#WKH#
VWDWXV#RI#RXWVWDQGLQJ#FRQWUDFWV#KDV#QRW#RFFXUUHG1

:18: $#ODFN#RI#UHJXODU/#IRUPDOL]HG#UHSRUWLQJ#PD\#LQFUHDVH#WKH#
SUREDELOLW\#WKDW#VHQLRU#PDQDJHUV#DUH#QRW#NHSW#DEUHDVW#RI#VLJQLILFDQW#
DGPLQLVWUDWLYH#DQG#RSHUDWLRQDO#LVVXHV/#ZKLFK#FRXOG#UHVXOW#LQ#UHFHLSW#RI#
XQVDWLVIDFWRU\#JRRGV#DQG#VHUYLFHV#IURP#WKH#3URYLQFH·V#FRQWUDFWRUV1

)DPLO\#DQG#&RPPXQLW\#
6RFLDO#6HUYLFHV#+)&66,#
&RQWUDFWV

0RQLWRULQJ#DQG#5HSRUWLQJ#
RI#&RQWUDFWV

&RQWUDFWV#VKRXOG#EH#SURSHUO\#
H[HFXWHG/#VLJQHG#DQG#GDWHG

:18; 2XU#RIILFH#UHYLHZHG#HLJKW#)&66#FRQWUDFWV#VLJQHG#DW#WKH#FHQWUDO#
RIILFH#ZLWK#ZKLFK#WKH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#
SXUFKDVHG#JRRGV#RU#VHUYLFHV#RYHU#WKH#4<<;0<<#ILVFDO#\HDU1

:18< 2QH#RI#WKH#4<<;0<<#FRQWUDFWV#ZDV#VWLOO#QRW#VLJQHG#E\#WKH#GDWH#RI#
RXU#UHYLHZ#DQG#WKHUHIRUH#ZDV#QRW#ILQDOL]HG#DW#DQ\#WLPH#GXULQJ#WKH#WHUP#RI#
WKH#FRQWUDFW1#7KH#UHPDLQLQJ#VHYHQ#FRQWUDFWV#ZHUH#ILQDOL]HG#EHWZHHQ#
54 DQG#495#GD\V#DIWHU#WKHLU#UHVSHFWLYH#FRQWUDFW#VWDUW#GDWHV1#$W#WKH#GDWH#RI#
RXU#UHYLHZ#LQ#ODWH#0D\#4<<</#QRQH#RI#WKH#FRQWUDFWV#IRU#4<<<05333#KDG#
\HW#EHHQ#ILQDOL]HG#DQG#VLJQHG1

:193 2XU#2IILFH#DOVR#UHYLHZHG#VL[#)&66#FRQWUDFWV#VLJQHG#DW#WKH#
UHJLRQDO#RIILFH#OHYHO1#2QH#RI#WKH#FRQWUDFWV#IRU#WKH#4<<;0<<#\HDU#ZDV#QRW#
VLJQHG#DW#WKH#GDWH#RI#RXU#UHYLHZ#DQG#WKHUHIRUH#ZDV#QRW#ILQDOL]HG#DW#DQ\#
WLPH#GXULQJ#WKH#FRQWUDFW#WHUP1#7KH#UHPDLQLQJ#ILYH#FRQWUDFWV#ZHUH#
ILQDOL]HG#EHWZHHQ#487#DQG#54:#GD\V#DIWHU#WKHLU#UHVSHFWLYH#FRQWUDFW#VWDUW#
GDWHV1

:194 7KHVH#ILQGLQJV#FDXVH#XV#VRPH#FRQFHUQ1#,Q#RUGHU#WR#SURWHFW#WKH#
LQWHUHVW#RI#WKH#3URYLQFH#DQG#LWV#WD[SD\HUV/#DOO#FRQWUDFWV#VKRXOG#EH#VLJQHG#
EHIRUH#VHUYLFHV#DUH#UHFHLYHG#DQG#SD\PHQW#PDGH1

:195 ,Q#VRPH#FDVHV#ZKHUH#FRQWUDFWV#H[SLUHG#EHIRUH#UHQHZDO/#WKH#
'HSDUWPHQW#LQGLFDWHG#LW#GLG#QRW#ZLVK#WR#ILQDOL]H#D#QHZ#FRQWUDFW#XQWLO#WKH#
SULRU#\HDU·V#DXGLWHG#ILQDQFLDO#VWDWHPHQWV#ZHUH#UHFHLYHG#DQG2RU#WKH#
'HSDUWPHQW·V#EXGJHW#IRU#WKH#XSFRPLQJ#\HDU#ZDV#DSSURYHG1#7KHVH#
FRQFHUQV#ZRXOG#KDYH#WR#EH#DGGUHVVHG#LI#FRQWUDFWV#DUH#WR#EH#ILQDOL]HG#RQ#D#
WLPHO\#EDVLV1#2QH#VROXWLRQ#ZRXOG#EH#WR#LQFRUSRUDWH#D#FODXVH#LQ#WKH#
FRQWUDFWV#WR#DOORZ#IRU#IXWXUH#DGMXVWPHQWV#RI#SD\PHQWV1#

5HFRPPHQGDWLRQ :196 7KH#'HSDUWPHQW#VKRXOG#HQVXUH#WKDW#DOO#FRQWUDFWV#DUH#
QHJRWLDWHG#DQG#VLJQHG#SULRU#WR#WKH#FRQWUDFW#VWDUW#GDWH1

'HSDUWPHQWDO#UHVSRQVH :197 ,W#KDV#EHHQ#WKH#'LYLVLRQ·V#SUDFWLFH#IRU#D#QXPEHU#RI#\HDUV#WKDW#
FRQWUDFWV#FRQWLQXHG#LQ#HIIHFW#SDVW#$SULO 4#XQWLO#QHZ#FRQWUDFWV#ZHUH#
VLJQHG1#&RPPXQLW\#DJHQFLHV#DUH#DZDUH#RI#WKLV#SUDFWLFH/#UHFRJQL]LQJ#WKDW#
JRYHUQPHQW#QHHGHG#WR#EH#DVVXUHG#RI#DYDLODEOH#GROODUV#LQ#WKH#EXGJHW#DQG#
EH#LQ#UHFHLSW#RI#DXGLWHG#DQQXDO#ILQDQFLDO#VWDWHPHQWV#EHIRUH#VLJQLQJ#
+DXGLWHG#ILQDQFLDO#VWDWHPHQWV#DUH#LPSRUWDQW#LQ#FDVHV#ZKHUH#WKH#IXQGLQJ#
459 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#: &RQWUDFW#$GPLQLVWUDWLRQ
DUUDQJHPHQW#LV#VLPLODU#WR#D#JUDQW,1#7KH#VWDQGDUG#FRQWUDFW#ZLOO#EH#
UHYLHZHG#WR#HQVXUH#ZRUGLQJ#UHIOHFWV#LQWHQW#DQG#SUDFWLFH1

3D\PHQW#DQG#YROXPH#RI#VHUYLFH :198 %DVHG#RQ#RXU#UHYLHZ#RI#WKHVH#FRQWUDFWV/#RXU#2IILFH#REVHUYHG#WKDW#
WKH#DPRXQW#RI#SD\PHQWV#ZDV#GHSHQGHQW#RQ#WKH#UDWH#SDLG#+IL[HG#E\#WKH#
'HSDUWPHQW,#DQG#WKH#YROXPH#RI#DFWLYLW\#+XQLWV#RI#VHUYLFH#SURYLGHG#E\#WKH#
FRQWUDFWRU,1#,Q#WKH#FDVH#RI#VRPH#FRQWUDFWV/#WKH#FRQWUDFWRU#LV#DOVR#UHTXLUHG#
WR#FRPSO\#ZLWK#DGGLWLRQDO#SURJUDP#VWDQGDUGV1

:199 +RZHYHU/#RXU#UHYLHZ#RI#WKH#IRXUWHHQ#VDPSOHG#FRQWUDFWV/#DQG#
VXEVHTXHQW#GLVFXVVLRQV#ZLWK#GHSDUWPHQWDO#VWDII/#LQGLFDWHG#WKDW#WHQ#
FRQWUDFWV#ZHUH#LQ#DFWXDOLW\#HLWKHU#OXPS0VXP#SD\PHQWV#RU#D#VHULHV#RI#
SD\PHQWV#ZKLFK#ZRXOG#QRW#EH#LPPHGLDWHO\#DIIHFWHG#E\#FKDQJHV#LQ#
YROXPH#RU#FRPSOLDQFH#ZLWK#VWDQGDUGV1#6KRXOG#WKH#FRQWUDFWRU#GHYLDWH#
IURP#WKH#FRQWUDFW#WHUPV/#SD\PHQWV#ZRXOG#RQO\#EH#DIIHFWHG#WKURXJK#DQ#
DGMXVWPHQW#LQ#IXWXUH#PRQWKV#RU#WKH#IROORZLQJ#\HDU1

:19: 2XU#2IILFH#GHWHUPLQHG#WKDW#LQ#PDQ\#RI#WKHVH#LQVWDQFHV#WKH#
'HSDUWPHQW#ZDV#XVLQJ#D#PRGHO#FRQWUDFW#GHVLJQHG#IRU#SXUFKDVLQJ#VHUYLFH#
IURP#FRQWUDFWRUV#RQ#D#´SHU#XQLW#RI#VHUYLFHµ#EDVLV#HYHQ#WKRXJK#WKH#
SD\PHQWV#PRUH#FORVHO\#UHVHPEOHG#D#JUDQW1#,Q#WKUHH#FRQWUDFWV/#WKH#WHUP#
´JUDQWµ#DSSHDUHG#ZLWKLQ#WKH#FRQGLWLRQV#ZKLFK#GHVFULEHG#WKH#SD\PHQWV#
WKH#FRQWUDFWRU#ZRXOG#EH#UHFHLYLQJ1#7KLV#PRGHO#FRQWUDFW#LV#IRXQG#LQ#WKH#
'HSDUWPHQW·V#´3XUFKDVH#RI#6HUYLFH#6WDQGDUGVµ#PDQXDO1

:19; )RU#WKHVH#FRQWUDFWV/#WKH#FRQWUDFW#DPRXQWV#DUH#FDOFXODWHG#XVLQJ#D#
EXGJHWHG#OXPS0VXP#SD\PHQW#DQG#DQQXDO#YROXPH#DPRXQW#DV#LWV#VWDUWLQJ#
SRLQW1#7KH#SD\PHQW#VFKHGXOH/#KRZHYHU/#ZDV#EDVHG#QRW#RQ#YROXPH/#EXW#
RQ#IL[HG#PRQWKO\#DPRXQWV1#1R#LQYRLFHV#ZHUH#VXEPLWWHG#E\#WKHVH#
RUJDQL]DWLRQV#WR#UHFHLYH#WKLV#IXQGLQJ/#WKRXJK#VWDWLVWLFDO#UHSRUWV#DUH#ODWHU#
UHFHLYHG#ZKLFK#VKRXOG#VXSSRUW#WKH#SD\PHQWV#DFWXDOO\#PDGH#E\#WKH#
'HSDUWPHQW1

:19< 7KH#IRXU#UHPDLQLQJ#FRQWUDFWV#LQ#RXU#VDPSOH#RI#IRXUWHHQ#
FRQWDLQHG#H[SOLFLW#WHUPV#WKDW#PDGH#SD\PHQWV#GHSHQGHQW#RQ#YROXPH#DQG#
FRQWUDFWRUV#PXVW#VXEPLW#LQYRLFHV#WR#LQLWLDWH#WKH#SD\PHQW#SURFHVV1

:1:3 %DVHG#RQ#WKHVH#UHVXOWV/#LW#LV#HYLGHQW#WKDW/#GHSHQGLQJ#RQ#ZKHWKHU#
WKH#LQWHQWLRQ#RI#WKH#'HSDUWPHQW#ZDV#WR#SURYLGH#D#JUDQW#RU#WR#SXUFKDVH#
VHUYLFHV/#D#FRQWUDFWRU·V#IDLOXUH#WR#PHHW#DQWLFLSDWHG#YROXPH#PLJKW#DIIHFW#
WKHLU#SD\PHQW#VFKHGXOHV#DQG#DPRXQWV#LQ#YHU\#GLIIHUHQW#ZD\V1#
5HJDUGOHVV/#WKH#VDPH#PRGHO#FRQWUDFW#LV#EHLQJ#DSSOLHG#WR#ERWK1#,Q#GRLQJ#
VR/#WKH#'HSDUWPHQW#LV#FRQIXVLQJ#ERWK#GHSDUWPHQWDO#DQG#FRQWUDFWRU#VWDII#
DV#WR#WKH#PHDQLQJ#DQG#LPSOLFDWLRQ#RI#FRQGLWLRQV#LQ#WKH#FRQWUDFW#ZKLFK#
UHTXLUH#D#PRQWKO\#YROXPH#RI#VHUYLFH#IURP#FRQWUDFWRUV1#)RU#WKH#PDMRULW\#
RI#FRQWUDFWV#UHYLHZHG/#IOXFWXDWLRQV#RI#YROXPH#ZRXOG#QRW#DIIHFW#SD\PHQWV#
LQ#DQ\#WLPHO\#PDQQHU1
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&RQWUDFW#$GPLQLVWUDWLRQ &KDSWHU#:
:1:4 $#ZLGH#VSHFWUXP#RI#DJUHHPHQWV#PLJKW#EH#DSSURSULDWH#EHWZHHQ#
WKH#'HSDUWPHQW#DQG#LWV#VXSSOLHUV1#:KHUH#D#JUDQW#UHODWLRQVKLS#PLJKW#H[LVW/#
D#JUDQW#DJUHHPHQW#RU#FRQGLWLRQDO#JUDQW#DJUHHPHQW#PLJKW#EH#PRUH#
DSSURSULDWH#WKDQ#WKH#FXUUHQW#SXUFKDVH#RI#VHUYLFH#PRGHO#FRQWUDFW#ZKLFK#LV#
EHLQJ#HPSOR\HG1

5HFRPPHQGDWLRQV :1:5 7KH#'HSDUWPHQW#VKRXOG#UHYLHZ#WKH#DSSURSULDWHQHVV#RI#
DSSO\LQJ#WKH#´3XUFKDVH#RI#6HUYLFH#6WDQGDUGVµ#DQG#LWV#PRGHO#
FRQWUDFW/#ZKLFK#OLQNV#SD\PHQWV#WR#YROXPH/#WR#WKRVH#RUJDQL]DWLRQV#IRU#
ZKLFK#JUDQW#IXQGLQJ#LV#PRVW#DSSURSULDWH1

:1:6 :KHUH#WKH#PRGHO#FRQWUDFW#LV#GHHPHG#DSSURSULDWH/#WKH#
'HSDUWPHQW#VKRXOG#HQVXUH#WKDW#FRQWUDFWV#ZLWK#VXSSOLHUV#PDNH#
H[SOLFLW#UHIHUHQFH#WR#WKH#HIIHFW#RQ#SD\PHQW#VFKHGXOHV#DQG#DPRXQWV#
VKRXOG#WKH#FRQWUDFWRU#IDLO#WR#PHHW#WKH#DQWLFLSDWHG#YROXPH1

'HSDUWPHQWDO#UHVSRQVH :1:7 7KH#'HSDUWPHQW#ZLOO#H[DPLQH#LWV#DSSURDFK#DQG#FRQWUDFWXDO#
DUUDQJHPHQWV#ZLWK#VHUYLFH#SURYLGHUV#WR#HQVXUH#WKHUH#LV#DQ#DSSURSULDWH#
DSSOLFDWLRQ#RI#WKH#SXUFKDVH#RI#VHUYLFH#SROLF\/#ZKLFK#OLQNV#SD\PHQWV#WR#
YROXPH1#,I#WKH#SXUFKDVH#RI#VHUYLFH#PRGHO#FRQWUDFW#OLQNLQJ#SD\PHQW#WR#
YROXPH#LV#QRW#DSSURSULDWH#IRU#D#SDUWLFXODU#VHUYLFH/#WKH#GHSDUWPHQW#ZLOO#
XWLOL]H#JUDQW#IXQGLQJ#DQG#UHIOHFW#WKH#FKDQJH#LQ#RXU#FRQWUDFWXDO#
DUUDQJHPHQWV#ZLWK#DJHQFLHV1

0HHWLQJ#SURJUDP#VWDQGDUGV :1:8 6HYHQ#RI#WKH#FRQWUDFWV#UHYLHZHG#FRQWDLQHG#H[SOLFLW#UHIHUHQFH#WR#
WKH#IDFW#WKDW#´SURJUDP#VWDQGDUGVµ#DSSOLHG#WR#WKH#SURYLVLRQ#RI#VHUYLFH#E\#
WKH#FRQWUDFWRU1#,Q#WKRVH#FRQWUDFWV/#WKHUH#ZDV#QR#H[SOLFLW#UHIHUHQFH#WR#WKH#
HIIHFW#RQ#SD\PHQW#RU#SD\PHQW#VFKHGXOHV#VKRXOG#WKH#FRQWUDFWRU#FHDVH#WR#
PHHW#WKRVH#´SURJUDP#VWDQGDUGVµ1

5HFRPPHQGDWLRQ :1:9 7KH#'HSDUWPHQW#VKRXOG#HQVXUH#WKDW#FRQWUDFWV#ZLWK#VXSSOLHUV#
PDNH#H[SOLFLW#UHIHUHQFH#WR#WKH#HIIHFW#RQ#SD\PHQW#VFKHGXOHV#DQG#
DPRXQWV#VKRXOG#WKH#FRQWUDFWRU#IDLO#WR#FRPSO\#ZLWK#SURJUDP#
VWDQGDUGV1

'HSDUWPHQWDO#UHVSRQVH :1:: :KHQ#UHJLRQDO#VWDII#DUH#DZDUH#WKDW#FRQWUDFWRUV#IDLO#WR#FRPSO\#
ZLWK#SURJUDP#VWDQGDUGV/#DSSURSULDWH#DFWLRQ#LV#WDNHQ#WR#FRUUHFW#WKH#
VLWXDWLRQ1#,I#WKH#FOLHQW#LV#DW#ULVN/#WKH#FRQWUDFW#FDQ#EH#WHUPLQDWHG1111

:1:; +RZHYHU/#WKH#'HSDUWPHQW#ZLOO#UHYLHZ#FRQWUDFWV#WR#HQVXUH/#ZKHUH#
LW#LV#DSSURSULDWH/#WKDW#SD\PHQW#VFKHGXOHV#DQG#UHOHYDQW#SURJUDP#
VWDQGDUGV#DUH#FOHDUO\#OLQNHG1

5HOHYDQW/#UHOLDEOH#LQIRUPDWLRQ#
VKRXOG#EH#REWDLQHG#WR#MXGJH#
FRQWUDFW#SHUIRUPDQFH

:1:< %DVHG#RQ#RXU#UHYLHZ#RI#WKH#PRGHO#FRQWUDFW#DQG#WKH#DFWXDO#
FRQWUDFWV#VDPSOHG/#ZH#FRPSLOHG#D#OLVW#RI#DUHDV#RQ#ZKLFK#WKH#PDMRULW\#RI#
FRQWUDFWRUV#FRXOG#EH#DVVHVVHG1#7KHVH#DUHDV#LQFOXGHG=

• HQVXULQJ#WKH#FRQWUDFWRU#SURYLGHG#WKH#VHUYLFH>

• WKH#GHSDUWPHQW·V#VDWLVIDFWLRQ#ZLWK#WKH#VHUYLFH>
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&KDSWHU#: &RQWUDFW#$GPLQLVWUDWLRQ
• WKH#PDLQWHQDQFH#RI#SURSHU#SURJUDP#DQG#ILQDQFLDO#UHFRUGV#E\#WKH#
FRQWUDFWRU>

• WKH#SURYLVLRQ#RI#VHUYLFH#LQ#DFFRUGDQFH#ZLWK#VWDQGDUGV>

• WKH#DGHTXDF\#RI#SHUVRQQHO#SROLFLHV>#DQG

• WKH#SURYLVLRQ#RI#ILQDQFLDO#DQG#SURJUDP#UHSRUWV#E\#WKH#FRQWUDFWRU1

:1;3 7KH#UHOLDELOLW\#RI#LQIRUPDWLRQ#SURYLGHG#E\#FRQWUDFWRUV#LV#GLIILFXOW#
WR#HVWDEOLVK1#+RZHYHU/#D#FRQGLWLRQ#H[LVWV#LQ#WKH#PRGHO#FRQWUDFW#WKDW#
ZRXOG#DOORZ#WKH#3URYLQFH#WR#HVWDEOLVK#ZKHWKHU#LQIRUPDWLRQ#SURGXFHG#E\#
D#FRQWUDFWRU#LV#UHOLDEOH1#7KH#PRGHO#FRQWUDFW#VWDWHV/#´%RWK#3DUWLHV#DJUHH#
WR#MRLQWO\#UHYLHZ#WKH#SURJUDP#DQG#ILQDQFLDO#UHFRUGV#RI#WKH#$JHQF\/#DW#
OHDVW#DQQXDOO\1µ#:HUH#WKLV#UHYLHZ#XQGHUWDNHQ#E\#WKH#'HSDUWPHQW/#LW#
ZRXOG#EH#PXFK#HDVLHU#WR#HVWDEOLVK#WKH#UHOLDELOLW\#RI#WKH#LQIRUPDWLRQ#EHLQJ#
SURGXFHG#E\#WKH#FRQWUDFWRU1

:1;4 %DVHG#RQ#RXU#UHYLHZ#RI#GHSDUWPHQWDO#GRFXPHQWDWLRQ#DV#ZHOO#DV#
LQWHUYLHZV#ZLWK#GHSDUWPHQWDO#DQG#FRQWUDFWRU#VWDII/#RXU#2IILFH#FRQFOXGHG#
WKDW#UHOHYDQW#LQIRUPDWLRQ#LV#RQO\#REWDLQHG#E\#WKH#'HSDUWPHQW#LQ#WKH#DUHDV#
RI#ILQDQFLDO#UHSRUWV#DQG#SURJUDP#+VWDWLVWLFDO,#UHSRUWLQJ1

:1;5 7KH#UHOLDELOLW\#RI#WKH#LQIRUPDWLRQ#KDV#QRW#EHHQ#UHYLHZHG#E\#WKH#
'HSDUWPHQW1#7KHUH#LV#OLWWOH#FRQFHUQ#DERXW#WKH#UHOLDELOLW\#RI#ILQDQFLDO#
LQIRUPDWLRQ#SURYLGHG#WR#WKH#'HSDUWPHQW/#VLQFH#HDFK#FRQWUDFWRU#
XQGHUJRHV#DQ#DQQXDO#DXGLW#RI#WKHLU#ILQDQFLDO#VWDWHPHQWV1#+RZHYHU/#WKH#
DQQXDO#DXGLW#GRHV#QRW#FRYHU#WKH#SURJUDP#UHFRUGV#+VWDWLVWLFV,#ZKLFK#DUH#
EHLQJ#UHSRUWHG#WR#WKH#'HSDUWPHQW1#)XUWKHU/#WKH#'HSDUWPHQW#KDV#QRW#
XQGHUWDNHQ#LWV#DQQXDO#UHYLHZ#RI#SURJUDP#UHFRUGV#RXWOLQHG#LQ#WKH#
FRQWUDFWV1#7KHVH#IDFWRUV#LQFUHDVH#WKH#SUREDELOLW\#WKDW#WKH#'HSDUWPHQW#
PD\#EDVH#SD\PHQWV#RU#RWKHU#GHFLVLRQV#RQ#FRQWUDFWRU#LQIRUPDWLRQ#WKDW#LV#
QRW#VXIILFLHQWO\#UHOLDEOH1

5HFRPPHQGDWLRQV :1;6 :KHUH#D#SXUFKDVH#RI#VHUYLFH#FRQWUDFW#LV#LPSOHPHQWHG/#WKH#
'HSDUWPHQW#VKRXOG#REWDLQ#UHOHYDQW#DQG#FRPSOHWH#LQIRUPDWLRQ#WKDW#
FDQ#EH#XVHG#WR#DVVHVV#FRQWUDFWRU#SHUIRUPDQFH1

:1;7 7KH#'HSDUWPHQW#VKRXOG#HQVXUH#WKDW#WKH#LQIRUPDWLRQ#REWDLQHG#
IURP#FRQWUDFWRUV#IRU#XVH#LQ#DVVHVVLQJ#SHUIRUPDQFH#LV#UHOLDEOH1

'HSDUWPHQWDO#UHVSRQVH :1;8 7KH#'HSDUWPHQW#ZLOO#LGHQWLI\#NH\#SURJUDP#VWDQGDUGV/#E\#
FDWHJRU\#RI#VHUYLFH/#DQG#VSHFLILFDOO\#GHILQH#ZKDW#LV#UHTXLUHG#WR#PRQLWRU#
SHUIRUPDQFH#LQ#WKRVH#FDWHJRULHV1#7KLV#ZLOO#UHVXOW#LQ#D#VWDQGDUGL]HG#
IUDPHZRUN#WKDW#ZLOO#EH#XVHG#LQ#DOO#UHJLRQV#IRU#PRQLWRULQJ#DQG#DVVHVVLQJ#
FRQWUDFWRU#SHUIRUPDQFH1#,Q#DGGLWLRQ/#WKH#'HSDUWPHQW#ZLOO#FRQGXFW#
RSHUDWLRQDO#DXGLWV/#EDVHG#RQ#ULVN#LQGLFDWRUV#DQG#UHJLRQDO#LQSXW1#7KH#
DXGLWV#ZLOO#SURYLGH#DQ#RSLQLRQ#RQ#WKH#UHOLDELOLW\#RI#WKH#GDWD#SURYLGHG#E\#
WKH#DJHQFLHV1
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&RQWUDFW#$GPLQLVWUDWLRQ &KDSWHU#:
$QDO\VLV#RI#ILQDQFLDO#
LQIRUPDWLRQ

:1;9 2QO\#HLJKW#RI#WKH#IRXUWHHQ#FRQWUDFWV#VDPSOHG#VSHFLILHG#WKDW#
ILQDQFLDO#DQG#SURJUDP#UHSRUWV#QHHG#EH#VXEPLWWHG#E\#WKH#UHVSHFWLYH#
RUJDQL]DWLRQV1#2I#WKHVH#HLJKW#FRQWUDFWV/#VHYHQ#RI#WKHP#ZHUH#UHDGLO\#
LGHQWLILDEOH#DV#EHLQJ#XQGHU#WKH#PRQLWRULQJ#PDQGDWH#RI#FHQWUDO#RIILFH1#
:KLOH#WZR#RI#WKHVH#FRQWUDFWV#H[SOLFLWO\#UHTXLUHG#TXDUWHUO\#UHSRUWLQJ/#IRXU#
RWKHUV#VWDWHG#WKDW#HLWKHU#PRQWKO\#RU#TXDUWHUO\#UHSRUWLQJ#ZDV#UHTXLUHG#
DORQJ#ZLWK#DQ#DQQXDO#ILQDQFLDO#UHSRUW#DW#\HDU#HQG1#2QO\#RQH#FRQWUDFW#
H[SOLFLWO\#VWDWHG#WKDW#DQQXDO#UHSRUWLQJ#ZDV#VXIILFLHQW1

:1;: 2XU#LQWHUYLHZ#ZLWK#FHQWUDO#RIILFH#SHUVRQQHO#UHVSRQVLEOH#IRU#
PRQLWRULQJ#WKHVH#VHYHQ#FRQWUDFWV#LQGLFDWHG#WKDW#UHSRUWV#UHFHLYHG#GXULQJ#
4<<;0<<#ZHUH#QRW#EHLQJ#FRPSDUHG#WR#WKH#DSSURSULDWH#FRQWUDFW#EXGJHW#RU#
WKH#SULRU#\HDU·V#ILJXUHV1#7KH#SURMHFW#FR0RUGLQDWRU#QRWHG#WKDW#WKHVH#
PRQLWRULQJ#GXWLHV#ZRXOG#EH#GRQH#DW#\HDU#HQG/#DV#WKLV#LV#WKH#DSSURSULDWH#
WLPH#WR#GR#VR1#7KRXJK#LW#PD\#EH#WUXH#WKDW#PRQLWRULQJ#DW#\HDU#HQG#ZLOO#
DOORZ#DGMXVWPHQWV#WR#EH#PDGH#WR#WKH#IROORZLQJ#\HDU·V#FRQWUDFW#EXGJHW#DQG#
SD\PHQWV/#LW#GRHV#QRW#DOORZ#WLPHO\#DGMXVWPHQW#RI#DPRXQWV#SDLG#VKRXOG#
DQRPDOLHV#LQ#WKH#YROXPHV#UHSRUWHG#E\#FRQWUDFWRUV#RFFXU#VRRQHU1

:1;; &RQWUDFWV#ZKLFK#ZHUH#UHJLRQDO#LQ#QDWXUH#GLG#QRW#FRQWDLQ#
FRQGLWLRQV#ZKLFK#H[SOLFLWO\#UHTXLUHG#SURJUDP#RU#ILQDQFLDO#UHSRUWV1#:H#
ZHUH#LQIRUPHG#WKDW#IRU#KDOI#RI#WKH#FRQWUDFWV#VDPSOHG#UHSRUWLQJ#LV#QRW#
UHTXLUHG#VLQFH#WKH#LQYRLFHV#DQG#ELOOLQJV#DUH#VXIILFLHQW#WR#VXSSRUW#
SD\PHQWV1#)RU#WKH#RWKHU#KDOI#RI#WKHVH#FRQWUDFWV/#VWDII#DJUHHG#WKDW#VXFK#
LQIRUPDWLRQ#LV#XVHIXO#DQG/#LQ#IDFW/#LV#UHFHLYHG#IURP#FRQWUDFWRUV#VLQFH#QR#
LQYRLFHV#RU#ELOOLQJV#DUH#DYDLODEOH#WR#VXSSRUW#SD\PHQWV1

:1;< $W#PLQLPXP/#DQQXDO#ILQDQFLDO#UHSRUWLQJ#SURYLGHV#D#EDVLV#IRU#WKH#
QH[W#\HDU·V#SD\PHQWV1#'HVSLWH#WKLV/#RXU#2IILFH#IRXQG#RQH#LQVWDQFH#ZKHUH#
QR#ILQDQFLDO#VWDWHPHQWV#IRU#WKH#SUHYLRXV#ILVFDO#\HDU#+HQGHG#64 0DUFK#
4<<;,#ZHUH#UHFHLYHG#WR#VXSSRUW#WKH#4<<;0<<#SD\PHQWV#WR#RQH#FRQWUDFWRU1#
2XU#2IILFH#QRWHG#WKDW#D#VSHFLILF#UHTXHVW#ZDV#PDGH#IRU#WKLV#LQIRUPDWLRQ#LQ#
WKH#'HSDUWPHQW·V#FRYHU#OHWWHU#DFFRPSDQ\LQJ#WKH#4<<;0<<#FRQWUDFW1#
'HSDUWPHQWDO#VWDII#DGPLWWHG#WKLV#ODFN#RI#IROORZ0XS#ZDV#DQ#RYHUVLJKW#ERWK#
RQ#EHKDOI#RI#WKH#FRQWUDFWRU#DQG#WKH#'HSDUWPHQW1

:1<3 ,QWHUYLHZV#ZLWK#ERWK#FHQWUDO#RIILFH#DQG#UHJLRQDO#VWDII#VXJJHVW#WKDW#
LQWHULP#UHSRUWLQJ#IRU#VRPH#FRQWUDFWV#PD\#EH#XQQHFHVVDU\1#7KLV#PLJKW#EH#
WKH#FDVH#LI#WKH#UHODWLRQVKLS#ZLWK#VXSSOLHUV#PRUH#FORVHO\#UHVHPEOHV#DQ#
DQQXDO#JUDQW0IXQGLQJ#UHODWLRQVKLS#WKDQ#D#SXUFKDVH#RI#VHUYLFH1#:KHUH#WKH#
'HSDUWPHQW#GRHV#QRW#FRQVLGHU#LQWHULP#UHSRUWLQJ#QHFHVVDU\/#WKH#
'HSDUWPHQW#VKRXOG#DPHQG#WKH#WHUPV#RI#WKH#UHOHYDQW#FRQWUDFWV#WR#
HOLPLQDWH#WKH#H[WUD#UHSRUWLQJ#UHTXLUHPHQWV/#WKXV#VDYLQJ#ERWK#FRQWUDFWRU#
DQG#GHSDUWPHQWDO#VWDII#YDOXDEOH#UHVRXUFHV1#:KHUH#LQWHULP#UHSRUWLQJ#LV#
GHHPHG#QHFHVVDU\/#WKH#'HSDUWPHQW#VKRXOG#HQVXUH#UHSRUWLQJ#LV#IRUPDOO\#
UHTXHVWHG#LQ#WKH#FRQGLWLRQV#RI#FRQWUDFWV#DQG#DGHTXDWH#PRQLWRULQJ#RI#WKLV#
LQIRUPDWLRQ#LV#LQ#SODFH1
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&KDSWHU#: &RQWUDFW#$GPLQLVWUDWLRQ
5HFRPPHQGDWLRQV :1<4 7KH#'HSDUWPHQW#VKRXOG#HQVXUH#WKDW#WKH#FRQGLWLRQV#RI#DOO#
FRQWUDFWV#IRUPDOO\#DQG#VSHFLILFDOO\#UHTXHVW#SURJUDP#DQG#ILQDQFLDO#
UHSRUWLQJ#ZKHUH#VXFK#UHSRUWLQJ#LV#GHHPHG#DSSURSULDWH1

:1<5 7KH#'HSDUWPHQW#VKRXOG#HQVXUH#DGHTXDWH#PRQLWRULQJ#LV#
XQGHUWDNHQ#IRU#LQWHULP#UHSRUWLQJ#UHTXLUHG#E\#FRQGLWLRQV#RI#LWV#
FRQWUDFWV#ZLWK#VXSSOLHUV1

'HSDUWPHQWDO#UHVSRQVH :1<6 %DVHG#RQ#WKH#PRQLWRULQJ#IUDPHZRUN#WR#EH#GHYHORSHG#DQG#
SUHYLRXVO\#PHQWLRQHG/#WKH#'HSDUWPHQW#ZLOO#UHYLHZ#DQG#HQVXUH#UHSRUWLQJ#
UHTXLUHPHQWV#DUH#DSSURSULDWH>#LI#DSSURSULDWH/#WKH#UHSRUWLQJ#UHTXLUHPHQWV#
ZLOO#EH#VSHFLILFDOO\#LGHQWLILHG#LQ#WKH#FRQWUDFWV/#DQG#PRQLWRUHG#
DFFRUGLQJO\1#,I#QRW#DSSURSULDWH/#WKH#FRQWUDFW#ZLOO#EH#DPHQGHG#WR#
HOLPLQDWH#WKLV#UHTXLUHPHQW#RI#FRQWUDFWRUV1

'HOLYHU\#RI#FRQWUDFWHG#VHUYLFH :1<7 *RYHUQPHQW#VKRXOG#JHW#ZKDW#ZDV#FRQWUDFWHG#IRU/#WR#WKH#TXDOLW\#
RU#VSHFLILFDWLRQV#FRQWUDFWHG#IRU/#DW#WKH#WLPH#DQG#SULFH#DJUHHG1#
*RYHUQPHQW#VKRXOG#FRPSOHWHO\#IXOILO#LWV#FRQWUDFWXDO#REOLJDWLRQV#WR#WKH#
FRQWUDFWRU1

9ROXPH#DQG#SULFH :1<8 2QO\#IRXU#RI#WKH#IRXUWHHQ#VDPSOHG#FRQWUDFWV#UHTXLUHG#DQ#LQYRLFH#
IURP#WKH#FRQWUDFWRU#WR#LQLWLDWH#SD\PHQWV1#,QWHUYLHZV#ZLWK#VWDII#RI#WKH#
'HSDUWPHQW#LQGLFDWH#WKDW#WKH#'HSDUWPHQW#KDV#D#V\VWHP#RI#LQWHUQDO#
FRQWUROV#LQ#SODFH#WR#HQVXUH#WKDW#WKH#FRUUHFW#YROXPH#RI#VHUYLFH#LV#UHFHLYHG#
DW#WKH#ULJKW#WLPH#DQG#SULFH1#,Q#WKH#RWKHU#WHQ#LQVWDQFHV/#SD\PHQWV#DUH#PDGH#
ILUVW/#ZLWK#WKH#VXEVHTXHQW#SURJUDP#UHSRUWLQJ#EHLQJ#LQWHQGHG#WR#VXSSRUW#
WKHP1

4XDOLW\#RU#VSHFLILFDWLRQV :1<9 2XU#2IILFH#FRXOG#QRW#EH#DVVXUHG#WKDW#D#V\VWHP#RI#LQWHUQDO#FRQWURO#
H[LVWHG#LQ#WKH#'HSDUWPHQW#WR#HQVXUH#WKDW#LW#UHFHLYHG#WKH#TXDOLW\#DQG#
VSHFLILFDWLRQV#IRU#ZKLFK#LW#FRQWUDFWV1

:1<: 2I#WKH#IRXUWHHQ#VDPSOHG#FRQWUDFWV/#VHYHQ#RI#WKHP#FRQWDLQHG#D#
FRQGLWLRQ#UHTXLULQJ#VHUYLFHV#WR#EH#SURYLGHG#LQ#DFFRUGDQFH#ZLWK#¶SURJUDP#
VWDQGDUGV·1#7KUHH#RI#WKHVH#VHYHQ#FRQWUDFWV#ZHUH#IRU#WKH#SURYLVLRQ#RI#
KRPHPDNHU#VHUYLFHV#WR#FOLHQWV#RI#WKH#'HSDUWPHQW1#$Q#H[DPSOH#RI#
SURJUDP#VWDQGDUGV#LQ#WKHVH#WKUHH#FDVHV#LV#WKDW#VHUYLFH#SURYLGHUV#PXVW#
KDYH#FRPSOHWHG#D#FHUWLILHG#KRPH#FDUH#ZRUNHU#WUDLQLQJ#SURJUDP1#7KHUH#LV#
DOVR#D#FRQGLWLRQ#LQ#WKH#PRGHO#FRQWUDFW#ZKLFK#QRW#RQO\#DOORZV#EXW#UHTXLUHV#
WKH#'HSDUWPHQW#WR#DVVHVV#FRQWUDFWRUV#RQ#WKHLU#FRPSOLDQFH#ZLWK#VXFK#
VWDQGDUGV1#*LYHQ#WKH#VLJQLILFDQW#QDWXUH#RI#WKH#VWDQGDUGV#DQG#WKH#SRWHQWLDO#
YXOQHUDELOLW\#RI#WKH#'HSDUWPHQW·V#FOLHQWV/#WKH#'HSDUWPHQW#QHHGV#WR#DVVHVV#
FRPSOLDQFH#ZLWK#VXFK#VWDQGDUGV#LQ#RUGHU#WR#GHWHUPLQH#LWV#VDWLVIDFWLRQ#
ZLWK#VHUYLFHV#UHFHLYHG1

:1<; ,QWHUYLHZV#ZLWK#GHSDUWPHQWDO#VWDII#LQGLFDWH#WKDW#WKHUH#VKRXOG#EH#
DQ#DQQXDO#UHYLHZ#RI#FRQWUDFWV#WR#DVVHVV#ILQDQFLDO#PDWWHUV#DQG#FKDQJLQJ#
SURJUDP#QHHGV1#7KHUH#VKRXOG#DOVR#EH#IHHGEDFN#WR#WKH#FRQWUDFWRU#RQ#WKH#
3URYLQFH·V#VDWLVIDFWLRQ#ZLWK#LWV#VHUYLFHV1#+RZHYHU/#WKLV#LV#QRW#WDNLQJ#
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&RQWUDFW#$GPLQLVWUDWLRQ &KDSWHU#:
SODFH1#6WDII#QRWHG#WR#XV#WKDW#WKH#SRVLWLRQV#RI#FRQWUDFW#RIILFHU#+LQ#UHJLRQV,#
DQG#SURYLQFLDO#FRQWUDFW#RIILFHU#+LQ#FHQWUDO#RIILFH,/#DV#HQYLVLRQHG#LQ#WKH#
´3XUFKDVH#RI#6HUYLFHV#6WDQGDUGVµ#PDQXDO/#ZHUH#LQWHQGHG#WR#SHUIRUP#
WKHVH#VLJQLILFDQW#DVVHVVPHQWV#DQG#PRQLWRULQJ#GXWLHV1#7KHVH#SRVLWLRQV#
KDYH#EHHQ#HLWKHU#HOLPLQDWHG#RU#UHVWUXFWXUHG#VR#WKDW#UHVRXUFHV#PD\#QRW#
FXUUHQWO\#H[LVW#WR#DGHTXDWHO\#SHUIRUP#WKH#QHFHVVDU\#ZRUN1

:1<< +RZHYHU/#LQWHUYLHZV#DOVR#VXJJHVW#WKHUH#LV#D#ORZ#ULVN#RI#
QRQ0FRPSOLDQFH#ZLWK#VWDQGDUGV#RU#RWKHU#VLPLODU#LVVXHV#EHFDXVH#WKH#
RUJDQL]DWLRQV#ZLWK#ZKLFK#WKH#'HSDUWPHQW#FRQWUDFWV#DUH#FUHGLEOH#DQG#ZHOO#
HVWDEOLVKHG1#&RQVLGHUDEOH#UHOLDQFH#LV#SODFHG#RQ#WKH#ZDWFKIXO#H\HV#RI#
FDVHZRUNHUV#DV#ZHOO#DV#FRPSODLQWV#IURP#WKH#FOLHQW#RU#WKHLU#IULHQGV#DQG#
IDPLO\#WR#GHWHFW#SHUIRUPDQFH#ZKLFK#GRHV#QRW#PHHW#VWDQGDUGV1#7KLV#LV#D#
UHDFWLYH#DSSURDFK1

:1433 2QH#LQWHUYLHZHH#ZLWKLQ#WKH#'HSDUWPHQW#LQGLFDWHG#WKDW#D#QXPEHU#
RI#KRPHPDNHU#VHUYLFH#FRQWUDFWRUV#PLJKW#EH#SURYLGLQJ#DFFHSWDEOH#OHYHOV#
RI#VHUYLFH#EXW#GR#QRW#PHHW#DOO#WKH#FULWHULD#VHW#RXW#LQ#WKH#VWDQGDUGV1

:1434 6KRXOG#WKLV#EH#WKH#FDVH/#WKH#LPSOLFDWLRQV#PD\#EH#VHULRXV1#2QH#
FRQWUDFWRU#HYHQ#H[SUHVVHG#GLVVDWLVIDFWLRQ#WKDW#WKHVH#VWDQGDUGV#ZHUH#QRW#
EHLQJ#HQIRUFHG#IRU#WKH#SURWHFWLRQ#RI#WKH#'HSDUWPHQW·V#FOLHQWV1#2XU#2IILFH#
LV#RI#WKH#RSLQLRQ#WKDW#D#PRUH#SURDFWLYH#DSSURDFK#PD\#EH#DSSURSULDWH1#:H#
DUH#QRW#DORQH#LQ#H[SUHVVLQJ#WKLV#RSLQLRQ1#7KH#'HSDUWPHQW·V#RZQ#
´3XUFKDVH#RI#6HUYLFH#6WDQGDUGVµ#PDQXDO#HQYLVLRQHG#WKLV#DSSURDFK#ZKHQ#
LW#PDGH#WKH#SURYLQFLDO#FRQWUDFW#RIILFHU#UHVSRQVLEOH#IRU#DUUDQJLQJ#DQ#
DQQXDO#HYDOXDWLRQ#RI#VHUYLFHV#SXUFKDVHG#E\#WKH#'HSDUWPHQW#IURP#
H[WHUQDO#SDUWLHV1

:1435 6XFK#D#SURDFWLYH#HYDOXDWLRQ#RI#VHUYLFHV#ZRXOG#KHOS#HQVXUH#FOLHQWV#
RI#WKH#'HSDUWPHQW#UHFHLYH#WKH#EHVW#FDUH#DQG#ZLOO#DOVR#HQVXUH#WKDW#WKH#
'HSDUWPHQW·V#H[SHQGLWXUHV#REWDLQ#WKH#PD[LPXP#YDOXH#IRU#PRQH\1

5HFRPPHQGDWLRQ :1436 7KH#'HSDUWPHQW#QHHGV#WR#LPSOHPHQW#D#PRUH#VWUXFWXUHG/#
SURDFWLYH#DSSURDFK#WR#HQVXUH#WKDW#VHUYLFHV#EHLQJ#SURYLGHG#E\#
VXSSOLHUV#PHHW#TXDOLW\#DQG#RWKHU#VWDQGDUGV#DV#VSHFLILHG#LQ#LWV#
FRQWUDFWV1#7KLV#ZRXOG#LQFOXGH#SURYLGLQJ#UHJXODU#IHHGEDFN#WR#
FRQWUDFWRUV#RQ#WKH#VDWLVIDFWLRQ#ZLWK#WKHLU#VHUYLFHV1

'HSDUWPHQWDO#UHVSRQVH :1437 7KH#'HSDUWPHQW#FXUUHQWO\#PRQLWRUV#WKDW#VHUYLFHV#EHLQJ#SURYLGHG#
E\#VXSSOLHUV#PHHW#TXDOLW\#DQG#RWKHU#VWDQGDUGV#DV#VSHFLILHG#LQ#LWV#
FRQWUDFWV1#7KLV#LV#GRQH#RQ#DQ#LQIRUPDO#EDVLV#E\#WKH#FDVHZRUNHUV#LQ#WKH#
UHJLRQV1#$V#VWDWHG#SUHYLRXVO\/#WKH#'HSDUWPHQW#ZLOO#GHYHORS#D#PRQLWRULQJ#
IUDPHZRUN#WKDW#ZLOO#EH#XVHG#LQ#DOO#UHJLRQV/#WR#VWDQGDUGL]H#DQG#IRUPDOL]H#
WKH#SURFHVV1

:1438 7KH#'HSDUWPHQW#ZLOO#FODULI\#ZLWK#VHUYLFH#SURYLGHUV#DQG#LQ#WKH#
FRQWUDFW#ZKDW#W\SH#RI#IHHGEDFN#WKH#'HSDUWPHQW#ZLOO#SURYLGH#ZLWK#UHVSHFW#
WR#FRQWUDFWV1
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&KDSWHU#: &RQWUDFW#$GPLQLVWUDWLRQ
-DQLWRULDO#6HUYLFH#
&RQWUDFWV

0RQLWRULQJ#DQG#5HSRUWLQJ#
RI#&RQWUDFWV

1DWXUH#DQG#IUHTXHQF\

:1439 'XULQJ#RXU#UHYLHZ#RI#MDQLWRULDO#VHUYLFH#FRQWUDFWV/#ZH#REVHUYHG#
WKDW#FRQGLWLRQV#H[LVWHG#LQ#WKH#FRQWUDFWV#WKDW#ZRXOG#KHOS#GHWHUPLQH#WKH#
QDWXUH#RI#DQ\#HYDOXDWLRQ#RI#FRQWUDFWRU#SHUIRUPDQFH1#

:143: ([DPSOHV#RI#WKHVH#FRQGLWLRQV#DUH=

• WKH#ZRUN#WR#EH#SHUIRUPHG#E\#WKH#FRQWUDFWRU#RQ#D#GDLO\/#ZHHNO\/#
PRQWKO\#DQG#EL0DQQXDO#EDVLV#LV#FOHDUO\#VHW#RXW#LQ#WKH#FRQWUDFW>#

• ´WKH#H[HFXWLRQ#RI#WKH#ZRUN#E\#WKH#FRQWUDFWRU#VKDOO#EH#VXEMHFW#WR#WKH#
GLUHFWLRQ#DQG#DSSURYDO#RI#WKH#UHSUHVHQWDWLYH#RI#WKH#2ZQHU1111µ>#DQG

• ´LI#WKH#FRQWUDFWRU/#LQ#WKH#RSLQLRQ#RI#WKH#2ZQHU/#DEDQGRQV#WKH#ZRUN#
VHW#RXW#LQ#WKH#VSHFLILFDWLRQV111111FDUULHV#RXW#WKH#ZRUN#LQ#D#PDQQHU#
GHWULPHQWDO#WR#RU#LQ#D#PDQQHU#RWKHU#WKDQ#WKDW#VHW#RXW#LQ#WKH#
VSHFLILFDWLRQV#DWWDFKHG#«1#WKH#2ZQHU#VKDOO#EH#HQWLWOHG#WR#GLVPLVV#WKH#
FRQWUDFWRU11111µ1

:143; )URP#WKH#DERYH#FRQGLWLRQV/#LW#LV#FOHDU#WKDW#WKH#FRQWUDFWRU#ZLOO#EH#
HYDOXDWHG#E\#WKH#2ZQHU#+WKH#3URYLQFH,1#+RZHYHU/#WKH#FRQWUDFWV#GR#QRW#
VSHFLILFDOO\#VWDWH#WKDW#LQVSHFWLRQV#DUH#WR#EH#SHUIRUPHG1#)XUWKHU/#WKH#
FRQWUDFWV#GR#QRW#VHW#RXW#KRZ#WKH#HYDOXDWLRQV#ZLOO#EH#FDUULHG#RXW1#7KH#
FRQWUDFWV#VKRXOG#FOHDUO\#VWDWH#WKH#QDWXUH#RI#WKH#HYDOXDWLRQ1#%\#ZD\#RI#
H[DPSOH/#WKH#FRQWUDFWV#FRXOG#VWDWH#WKDW#WKH#FRQWUDFWRU#ZRXOG#EH#HYDOXDWHG#
DJDLQVW#D#SUHGHWHUPLQHG#FKHFNOLVW1

:143< 7KH#IUHTXHQF\#RI#FRQWUDFWRU#HYDOXDWLRQV#LV#QRW#VHW#RXW#LQ#WKH#
FRQWUDFWV1#$V#D#UHVXOW/#VRPH#EXLOGLQJV#DUH#FKHFNHG#ZHHNO\/#ZKLOH#RWKHUV#
DUH#FKHFNHG#PRQWKO\1#:LWKRXW#H[SOLFLWO\#VWDWLQJ#WKH#IUHTXHQF\#RI#
HYDOXDWLRQV#LQ#WKH#FRQWUDFWV/#WKH#3URYLQFH#UXQV#WKH#ULVN#RI#KDYLQJ#VRPH#
EXLOGLQJV#LQVSHFWHG#IUHTXHQWO\#ZKLOH#RWKHUV#DUH#RYHUORRNHG#HYHQ#WKRXJK#
WKH#EXLOGLQJV#DUH#XVHG#IRU#VLPLODU#SXUSRVHV1#)XUWKHU/#WKHUH#LV#WKH#
SRVVLELOLW\#WKDW#VRPH#EXLOGLQJV#UHTXLUH#D#KLJKHU#IUHTXHQF\#RI#LQVSHFWLRQV#
GXH#WR#D#KLJK#UHTXLUHPHQW#IRU#FOHDQOLQHVV#UHODWHG#WR#WKH#QDWXUH#RI#
DFWLYLWLHV#FDUULHG#RXW#LQ#WKH#EXLOGLQJV1#)RU#H[DPSOH/#SURYLQFLDO#ODEV#
ZRXOG#UHTXLUH#D#KLJKHU#VWDQGDUG#RI#FOHDQOLQHVV#WKDQ#D#UHJXODU#RIILFH1#7KH#
FRQWUDFWV#VKRXOG#FOHDUO\#VWDWH#WKH#IUHTXHQF\#RI#LQVSHFWLRQV#IRU#D#JLYHQ#
EXLOGLQJ1#

:1443 7KH#FRQWUDFWV#GR#QRW#GLVFXVV#DQ\#GHDGOLQH#IRU#HYDOXDWLRQV1#
%HFDXVH#HYDOXDWLRQ#GHDGOLQHV#GR#QRW#H[LVW#IRU#MDQLWRULDO#FRQWUDFWV/#WKHUH#
LV#DQ#LQFUHDVHG#SUREDELOLW\#WKDW#LQIRUPDWLRQ#EHLQJ#VXEPLWWHG#LV#QRW#
WLPHO\1#7KHUH#LV#DOVR#DQ#LQFUHDVHG#SUREDELOLW\#RI#PLVXQGHUVWDQGLQJV#RU#
GLVSXWHV1#7R#UHGXFH#WKLV#SUREDELOLW\/#WKH#'HSDUWPHQW#VKRXOG#VSHFLI\#DOO#
VLJQLILFDQW#UHSRUWLQJ#GHDGOLQHV#LQ#WKH#FRQGLWLRQV#RI#LWV#IXWXUH#FRQWUDFWV1

5HFRPPHQGDWLRQ :1444 7KH#'HSDUWPHQW#VKRXOG#HQVXUH#WKDW#WKH#QDWXUH#DQG#IUHTXHQF\#
RI#FRQWUDFWRU#HYDOXDWLRQV#DQG#WKH#GHDGOLQH#IRU#HYDOXDWLRQV#LV#
VSHFLILHG#ZLWKLQ#WKH#FRQGLWLRQV#RI#IXWXUH#FRQWUDFWV1
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&RQWUDFW#$GPLQLVWUDWLRQ &KDSWHU#:
5HOHYDQW/#UHOLDEOH#LQIRUPDWLRQ#
VKRXOG#EH#REWDLQHG#WR#MXGJH#
FRQWUDFW#SHUIRUPDQFH

:1445 %DVLFDOO\/#WKH#FOHDQOLQHVV#RI#D#EXLOGLQJ#SURYLGHV#DOO#RI#WKH#
LQIRUPDWLRQ#QHHGHG#WR#MXGJH#D#FRQWUDFWRU·V#SHUIRUPDQFH1#$#FRQWUDFW#
RXWOLQHV#WKH#GXWLHV#WR#EH#SHUIRUPHG#GDLO\/#ZHHNO\/#PRQWKO\/#DQG#
EL0DQQXDOO\1#+RZHYHU/#LW#LV#LPSRVVLEOH#IRU#WKH#'HSDUWPHQW#WR#EH#VXUH#WKH#
FRQWUDFWRUV#DUH#DFWXDOO\#SHUIRUPLQJ#DOO#RI#WKHVH#GXWLHV1#7R#HQVXUH#WKLV/#D#
GHSDUWPHQWDO#HPSOR\HH#ZRXOG#KDYH#WR#ZDWFK#WKHP#DV#WKH\#ZRUN1#,QVWHDG/#
DV#RQH#5HJLRQDO#0DQDJHU#VWDWHG/#WKH#FRQWUDFW#VWLSXODWLRQV#UHJDUGLQJ#WKH#
ZRUN#WR#EH#SHUIRUPHG#DUH#D#¶JXLGHOLQH·#RU#WRRO1#,I#WKH#FRQWUDFWRUV#IROORZ#
WKH#VSHFLILFDWLRQV#RXWOLQHG/#WKH#EXLOGLQJV#ZLOO#EH#FOHDQ1#,I#WKH\#FKRRVH#WR#
FDUU\#RXW#WKHLU#ZRUN#LQ#D#VOLJKWO\#GLIIHUHQW#PDQQHU#WKDW#LV#ILQH/#DV#ORQJ#DV#
WKH#TXDOLW\#RI#FOHDQLQJ#LV#DFFHSWDEOH1#:H#IRXQG#WKDW#WKLV#LV#UHDVRQDEOH1#

:1446 ,Q#IRXU#RXW#RI#ILYH#FRQWUDFWV/#UHJXODU#EXLOGLQJ#HYDOXDWLRQV#FRQVLVW#
RI#YLVXDO#LQVSHFWLRQV#E\#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#HPSOR\HHV1#
)RU#WZR#RI#WKHVH#FRQWUDFWV/#DFFRUGLQJ#WR#WKH#5HJLRQDO#0DQDJHU/#
TXDUWHUO\#+DSSUR[LPDWHO\,#GHILFLHQF\#OLVWV#DUH#SURGXFHG#ZKHUHE\#WKH#
EXLOGLQJV#DUH#LQVSHFWHG#DQG#WKLQJV#WKH#LQVSHFWRUV#IHHO#VKRXOG#RU#FRXOG#EH#
GRQH#EHWWHU#DUH#GRFXPHQWHG1#&RPSODLQWV#RI#WKH#'HSDUWPHQW#RI#6XSSO\#
DQG#6HUYLFHV#HPSOR\HHV#DV#ZHOO#DV#FRPSODLQWV#RI#HPSOR\HHV#XVLQJ#WKH#
IDFLOLWLHV#DUH#SDVVHG#RQ#WR#WKH#FRQWUDFWRU#HLWKHU#YHUEDOO\#RU#LQ#ZULWLQJ1#

:1447 )RU#RQH#RI#WKH#EXLOGLQJV#VDPSOHG/#D#PRQWKO\#FKHFNOLVW#LV#XVHG#
ZKHUHE\#D#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#HPSOR\HH#UDQNV#WKH#
FOHDQOLQHVV#RI#WKH#EXLOGLQJ#+E\#IORRU#DQG#DUHD,#DV#SRRU/#IDLU/#DQG#JRRG1#
&RSLHV#RI#WKH#FKHFNOLVW#DUH#WKHQ#IRUZDUGHG#WR#WKH#5HJLRQDO#0DQDJHU/#DV#
ZHOO#DV#WKH#FRQWUDFWRU1#7KLV#LV#DQ#HIIHFWLYH#WRRO#IRU#SURYLGLQJ#IHHGEDFN#WR#
WKH#FRQWUDFWRU1#)XUWKHU/#XVLQJ#D#FKHFNOLVW#HOLPLQDWHV#VRPH#RI#WKH#
VXEMHFWLYLW\#DVVRFLDWHG#ZLWK#SHUIRUPLQJ#YLVXDO#LQVSHFWLRQV#RU#PDLQWDLQLQJ#
GHILFLHQF\#OLVWV#ZKHUH#VWUXFWXUHG#JXLGHOLQHV#DUH#QRW#IROORZHG1#&KHFNOLVWV#
GLUHFW#LQVSHFWRUV#WR#ORRN#DW#HDFK#DUHD#LQ#WKH#EXLOGLQJ#DQG#FRQVFLRXVO\#
UDQN#WKH#FOHDQOLQHVV1#8VLQJ#FKHFNOLVWV#DOVR#VXSSRUWV#GHFLVLRQ#PDNLQJ#
UHJDUGLQJ#WKH#UHQHZDO#DQG#WHUPLQDWLRQ#RI#FRQWUDFWV1#:H#ZHUH#WROG#WKDW#
FKHFNOLVWV#DUH#RFFDVLRQDOO\#XVHG#IRU#WZR#RI#WKH#FRQWUDFWV/#KRZHYHU/#
FRSLHV#ZHUH#QRW#SURGXFHG#DV#UHTXHVWHG1

5HFRPPHQGDWLRQ :1448 7KH#UHJXODU#XVH#RI#FKHFNOLVWV#WR#GRFXPHQW#WKH#LQVSHFWLRQ#E\#
WKH#'HSDUWPHQW#RI#WKH#FOHDQHU·V#ZRUN#VKRXOG#EH#FRQVLGHUHG1#

'HOLYHU\#RI#FRQWUDFWHG#VHUYLFH :1449 *RYHUQPHQW#VKRXOG#JHW#ZKDW#ZDV#FRQWUDFWHG#IRU/#WR#WKH#TXDOLW\#
RU#VSHFLILFDWLRQV#FRQWUDFWHG#IRU/#DW#WKH#WLPH#DQG#SULFH#DJUHHG1#
*RYHUQPHQW#VKRXOG#FRPSOHWHO\#IXOILO#LWV#FRQWUDFWXDO#REOLJDWLRQV#WR#WKH#
FRQWUDFWRU1

7LPH#DQG#SULFH :144: $V#PHQWLRQHG#SUHYLRXVO\#WKH#FRQWUDFWV#RXWOLQH#WKH#ZRUN#WR#EH#
FRPSOHWHG#GDLO\/#ZHHNO\/#PRQWKO\/#EL0DQQXDOO\#DQG#DV#UHTXLUHG1#:H#KDYH#
FRQFOXGHG#WKDW#LW#LV#LPSRVVLEOH#IRU#D#5HJLRQDO#0DQDJHU#WR#NQRZ#WKDW#WKH#
FOHDQHUV#DUH#SHUIRUPLQJ#HYHU\WKLQJ#RXWOLQHG#LQ#WKH#FRQWUDFW1#+RZHYHU/#DV#
QRWHG#SUHYLRXVO\/#WKH#VSHFLILFDWLRQV#DUH#D#JXLGHOLQH1#$V#ORQJ#DV#WKH#
EXLOGLQJV#DUH#FOHDQ/#WKDW#LV#DFFHSWDEOH1#
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&KDSWHU#: &RQWUDFW#$GPLQLVWUDWLRQ
:144; ,Q#IRXU#RI#WKH#ILYH#FRQWUDFWV#WKH#SULFH#DV#DJUHHG#ZDV#SDLG1#,Q#WKH#
ILIWK#FRQWUDFW#WKHUH#ZDV#DQ#DPHQGPHQW#PDGH#WR#DFFRPPRGDWH#RSHUDWLRQDO#
FKDQJHV#DQG#SURYLGH#DGGLWLRQDO#VHFXULW\1#

4XDOLW\#RU#VSHFLILFDWLRQV :144< 2XU#2IILFH#FRXOG#QRW#EH#DVVXUHG#WKDW#D#V\VWHP#RI#LQWHUQDO#FRQWURO#
H[LVWHG#LQ#WKH#'HSDUWPHQW#WR#HQVXUH#WKDW#LW#UHFHLYHG#WKH#TXDOLW\#DQG#
VSHFLILFDWLRQV#IRU#ZKLFK#LW#FRQWUDFWV1#,Q#PRVW#EXLOGLQJV#UHJXODU#
GRFXPHQWDWLRQ#LV#QRW#SURGXFHG#WR#VXSSRUW#WKLV1#

:1453 2XU#2IILFH#FRQGXFWHG#D#VXUYH\#RI#VL[#UDQGRPO\#VHOHFWHG#
JRYHUQPHQW#RIILFHV#WR#JHW#DQ#LGHD#DV#WR#ZKHWKHU#WKH#HPSOR\HHV#XVLQJ#WKH#
EXLOGLQJV#ZHUH#VDWLVILHG#ZLWK#WKH#FOHDQLQJ1#2Q#D#VFDOH#RI#
4 +XQVDWLVIDFWRU\,#WR#<#+H[FHOOHQW,/#IRXU#GHSDUWPHQWV#UDWHG#WKH#FOHDQLQJ#DV#
:#ZKLOH#WKH#UHPDLQLQJ#WZR#UDWHG#LW#DV#71#)URP#WKH#VXUYH\#UHVXOWV#ZH#FDQ#
FRQFOXGH#WKDW#WKHUH#LV#URRP#IRU#LPSURYHPHQW1#,Q#RQO\#WZR#FDVHV#KDG#WKH#
SHUVRQ#FRPSOHWLQJ#WKH#VXUYH\#RU#WKHLU#VWDII#EHHQ#VROLFLWHG#IRU#LQSXW#
UHJDUGLQJ#WKH#SHUIRUPDQFH#RI#WKH#FOHDQHUV1#,Q#ILYH#RI#WKH#VL[#RIILFHV#VWDII#
KDG#UHJLVWHUHG#FRPSODLQWV#UHJDUGLQJ#WKH#FOHDQLQJ/#DQG#LQ#DOO#FDVHV#WKHUH#
ZDV#WLPHO\#LPSURYHPHQW1#

:1454 7KH#5HJLRQDO#0DQDJHUV#LQWHUYLHZHG#UHDOL]H#WKHUH#DUH#SUREOHPV#
ZLWK#WKH#FOHDQLQJ#DQG#WKDW#WKHUH#LV#URRP#IRU#LPSURYHPHQW1#

:1455 &RQVLGHUDEOH#UHOLDQFH#LV#SODFHG#RQ#WKH#ZDWFKIXO#H\HV#RI#
'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#HPSOR\HHV#DV#ZHOO#DV#FRPSODLQWV#
IURP#WKH#JRYHUQPHQW#HPSOR\HHV#XVLQJ#WKH#EXLOGLQJV#WR#GHWHFW#
SHUIRUPDQFH#ZKLFK#GRHV#QRW#PHHW#VWDQGDUGV1#7KLV#LV#D#UHDFWLYH#DSSURDFK1

:1456 2XU#2IILFH#LV#RI#WKH#RSLQLRQ#WKDW#D#PRUH#SURDFWLYH#DSSURDFK#PD\#
EH#DSSURSULDWH1#7KH#FKHFNOLVW#XVHG#LQ#RQH#RI#WKH#ILYH#FRQWUDFWV#LV#
SURDFWLYH1#,W#SURYLGHV#UHOLDEOH#DQG#UHOHYDQW#IHHGEDFN#WR#ERWK#WKH#5HJLRQDO#
0DQDJHU#DQG#WKH#FRQWUDFWRU1

:1457 6XFK#D#SURDFWLYH#HYDOXDWLRQ#RI#VHUYLFHV#ZRXOG#KHOS#HQVXUH#WKDW#
FOLHQWV#RI#WKH#'HSDUWPHQW#UHFHLYH#WKH#EHVW#VHUYLFH1#7KLV#DSSURDFK#ZLOO#
DOVR#HQVXUH#WKDW#WKH#'HSDUWPHQW·V#H[SHQGLWXUHV#REWDLQ#WKH#PD[LPXP#
YDOXH#IRU#PRQH\1

5HFRPPHQGDWLRQV :1458 7KH#'HSDUWPHQW#QHHGV#WR#LPSOHPHQW#D#PRUH#VWUXFWXUHG/#
SURDFWLYH#DSSURDFK#WR#HQVXULQJ#WKDW#VHUYLFHV#EHLQJ#SURYLGHG#E\#
VXSSOLHUV#PHHW#TXDOLW\#DQG#RWKHU#VWDQGDUGV#DV#VSHFLILHG#LQ#LWV#
FRQWUDFWV1#8VLQJ#FKHFNOLVWV#DQG#FRQGXFWLQJ#VXUYH\V#RI#VDWLVIDFWLRQ#
ZLWK#WKH#VHUYLFH#RQ#D#UHJXODU#EDVLV#VKRXOG#IRUP#WKH#EDVLV#RI#WKLV#
DSSURDFK1

:1459 7KH#'HSDUWPHQW#VKRXOG#SURYLGH#UHJXODU/#IRUPDO#IHHGEDFN#WR#
FRQWUDFWRUV#RQ#LWV#VDWLVIDFWLRQ#ZLWK#WKHLU#VHUYLFHV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 468



&RQWUDFW#$GPLQLVWUDWLRQ &KDSWHU#:
'HSDUWPHQWDO#UHVSRQVH :145: :H#KDYH#UHYLHZHG#WKH#UHFRPPHQGDWLRQV#PDGH#LQ#\RXU#UHSRUW#DQG#
ZH#ZLOO#HQGHDYRXU#WR#LQFRUSRUDWH#WKHP#LQWR#RXU#DGPLQLVWUDWLYH#SURFHVV#LQ#
IXWXUH#FRQWUDFWV1
469 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



#&KDSWHU#;
/HDVLQJ#RI#(TXLSPHQW

&RQWHQWV
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&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW

#/HDVLQJ#RI#(TXLSPHQW
%DFNJURXQG ;14 7KH#TXHVWLRQ#RI#OHDVLQJ#YHUVXV#RXWULJKW#SXUFKDVH#KDV#D#GLUHFW#
FRQQHFWLRQ#WR#RXU#2IILFH·V#PDQGDWH1#7KH#$XGLWRU#*HQHUDO#$FW#GLUHFWV#XV#
WR#UHSRUW#ZKHUH#´PRQH\#KDV#EHHQ#H[SHQGHG#ZLWKRXW#GXH#UHJDUG#IRU#
HFRQRP\1µ#%DVHG#RQ#YDULRXV#REVHUYDWLRQV#RYHU#WKH#\HDUV#DV#SURIHVVLRQDO#
DFFRXQWDQWV/#RXU#VWDII#KDV#REVHUYHG#WKDW#RQH#NH\#DUHD#ZKHUH#HFRQRP\#
FDQ#EH#FRPSURPLVHG#LV#LQ#WKH#GHFLVLRQ#WR#OHDVH#LQVWHDG#RI#SXUFKDVH1#
/HDVLQJ/#GHVSLWH#LWV#DWWUDFWLYHQHVV#IURP#D#EXGJHW#SHUVSHFWLYH/#LV#RIWHQ#
OHVV#HFRQRPLFDO#WKDQ#SXUFKDVLQJ#RXWULJKW1#7KLV#LV#SDUWLFXODUO\#VR#LQ#WKH#
FDVH#RI#WKH#3URYLQFH#ZKHUH#PRVW#OHDVLQJ#FRPSDQLHV#FRXOG#QRW#PDWFK#RXU#
ORZ#UDWHV#RI#ILQDQFLQJ1

;15 %HFDXVH#RI#WKH#UHTXLUHPHQWV#RI#WKH#&DQDGLDQ#,QVWLWXWH#RI#
&KDUWHUHG#$FFRXQWDQWV#+&,&$,/#OHDVLQJ#GHFLVLRQV#FDQ#DOVR#JHQHUDWH#
VRPHZKDW#FRPSOLFDWHG#DQDO\VLV#LQ#RUGHU#WR#GHWHUPLQH#ZKHWKHU#
H[SHQGLWXUHV#VKRXOG#EH#FODVVLILHG#DV#RSHUDWLQJ#YHUVXV#FDSLWDO1#*LYHQ#RXU#
UHVSRQVLELOLW\#IRU#FRPPHQWV#RQ#WKH#IDLU#SUHVHQWDWLRQ#RI#WKH#ILQDQFLDO#
VWDWHPHQWV/#ZH#ZDQW#WR#HQVXUH#WKDW#WKLV#W\SH#RI#DQDO\VLV#LV#FDUHIXOO\#
SHUIRUPHG#DQG#ZHOO#GRFXPHQWHG1#7KH#JRDO#VKRXOG#EH#WR#PDNH#WKH#FRUUHFW#
EXVLQHVV#GHFLVLRQ/#ZKLFK#LV#WKHQ#FRUUHFWO\#FODVVLILHG#EDVHG#RQ#VWDQGDUG#
DFFRXQWLQJ#FULWHULD1#,Q#ERWK#JRYHUQPHQW#DQG#EXVLQHVV#WKHUH#LV#D#ORQJ#WUDLO#
RI#FDVH#KLVWRU\#WR#VKRZ#WKDW/#LQ#IDFW/#WKH#RSSRVLWH#FDQ#RFFXU1#7KDW#LV/#
EHFDXVH#DQ#RUJDQL]DWLRQ#ZLVKHV#WR#VKRZ#D#VKRUW0WHUP#DGYDQWDJH#E\#
FODVVLI\LQJ#D#OHDVH#DV#RSHUDWLQJ/#LW#PD\#VWUXFWXUH#LWV#FRQWUDFWV#WR#
LQIOXHQFH#DFFRXQWLQJ#FODVVLILFDWLRQ#GHFLVLRQV1#

;16 %HFDXVH#RI#WKLV#SHUVSHFWLYH/#RXU#2IILFH#GHFLGHG#WR#EHJLQ#D#VWXG\#
RI#HTXLSPHQW#OHDVLQJ#WUDQVDFWLRQV#LQ#WKH#IDOO#RI#4<<:1#,Q#FRQGXFWLQJ#WKDW#
UHYLHZ#RQH#RI#WKH#ILUVW#GRFXPHQWV#ZH#HQFRXQWHUHG#ZDV#D#´/HDVH#DQG#
5HQWDO#([SHQGLWXUH#5HYLHZµ#SUHSDUHG#LQ#-XO\#4<<8#E\#WKH#2IILFH#RI#WKH#
&RPSWUROOHU1

;17 ,Q#WKLV#UHSRUW#WKH#&RPSWUROOHU#DQDO\]HG#UHQWDO#RU#OHDVLQJ#
WUDQVDFWLRQV#LQ#VHYHUDO#GHSDUWPHQWV#LQ#WKH#DUHDV#RI#OHDVHG#SUHPLVHV/#
KHDY\#HTXLSPHQW/#OLJKW#YHKLFOHV/#FRPSXWHUV#DQG#SKRWRFRSLHUV1#$#NH\#
ILQGLQJ#ZDV#´IRU#HDFK#DVVHW#FDWHJRU\#H[DPLQHG/#OHDVLQJ2UHQWDO#GHFLVLRQV#
ZHUH#QRW#FRVW#HIIHFWLYH1µ#7KLV#ILQGLQJ#ZDV#TXDOLILHG#E\#LQGLFDWLQJ#WKDW#
WKLV#RQO\#DSSOLHG#WR#WKH#VDPSOH#RI#WUDQVDFWLRQV#VHOHFWHG#DQG#GLG#QRW#
SUHFOXGH#WKDW#VRPH#UHQWDO2OHDVH#GHFLVLRQV#PD\#EH#FRVW#HIIHFWLYH1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 46<



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
;18 7KH#&RPSWUROOHU·V#FRQFOXVLRQ#ZDV#DV#IROORZV=

:H#UHFRJQL]H#WKH#LPSRUWDQFH#RI#JRYHUQPHQW#WR#IRFXV#RQ#
UHVWULFWLQJ#JURZWK#RI#WKH#3URYLQFH·V#QHW#GHEW1#+RZHYHU/#
FXUUHQW#JRYHUQPHQW#SUDFWLFHV#RI#OHDVLQJ2UHQWLQJ#UDWKHU#WKDQ#
SXUFKDVLQJ#DVVHWV#EHFDXVH#RI#OLPLWV#SODFHG#RQ#FDSLWDO#EXGJHWV#
DQG#LWV#OHYHOOLQJ#HIIHFW#RQ#EXGJHW#H[SHQGLWXUHV#DUH#QRW#DOZD\V#
FRVW#HIIHFWLYH1#([LVWLQJ#EXGJHW#SUDFWLFHV#DQG#SXUFKDVLQJ#
SROLFLHV#DUH#FDXVLQJ#XQHFRQRPLFDO#ILQDQFLDO#GHFLVLRQV#DQG#DUH#
QHJDWLYHO\#LPSDFWLQJ#EXGJHW#H[SHQGLWXUHV#DQG#WKH#3URYLQFH·V#
QHW#GHEW1

;19 7KH#&RPSWUROOHU#KDG#VHYHUDO#UHFRPPHQGHG#DFWLRQV1#7ZR#WKDW#
WRXFKHG#GLUHFWO\#RQ#RXU#FRQFHUQV#RYHU#HFRQRP\#ZHUH=

/HDVH2UHQWDO#YHUVXV#SXUFKDVH#RSWLRQV#VKRXOG#EH#IXOO\#
DQDO\]HG/#GHWHUPLQLQJ#WKH#FRVW#WR#JRYHUQPHQW#RYHU#WKH#XVHIXO#
OLIH#RI#WKH#DVVHW1#,PSDFW#RQ#WKH#JOREDO#EXGJHW#+FDSLWDO#DQG#
RUGLQDU\,#DQG#WKH#SURYLQFH·V#QHW#GHEW#VKRXOG#EH#FRQVLGHUHG1

$GPLQLVWUDWLRQ#0DQXDO#3ROLF\#1XPEHU#$'09:34#´3UHVHQW#
9DOXH#$QDO\VLV#RI#([SHQGLWXUH#'HFLVLRQVµ#VKRXOG#EH#VWULFWO\#
HQIRUFHG#DQG#SURYLGH#WKH#EDVLV#IRU#DQDO\VLV#DQG#FRVW#HIIHFWLYH#
GHFLVLRQ0PDNLQJ1

;1: :H#H[DPLQHG#WKLV#SROLF\#DQG#ZHUH#LPSUHVVHG#E\#D#QXPEHU#RI#
DVSHFWV1#7KH#REMHFWLYH#RI#WKH#SROLF\#LV#´WR#HQVXUH#WKDW#D#FRPSDUDWLYH#
DQDO\VLV#RI#FRVWV#LV#SHUIRUPHG#DV#D#SDUWLDO#EDVLV#IRU#GHFLVLRQ0PDNLQJ#
ZKHQ#PDMRU#H[SHQGLWXUHV#ZLWK#FDVK#GLVEXUVHPHQW#RSWLRQV#DUH#
FRQWHPSODWHG1µ#,W#JRHV#RQ#WR#VSHFLILFDOO\#LGHQWLI\#WKH#SXUFKDVH#RI#
HTXLSPHQW#YHUVXV#WKH#OHDVH#RI#HTXLSPHQW#DV#DQ#H[DPSOH#RI#ZKHQ#WKH#
DQDO\VLV#VKRXOG#EH#DSSOLHG1#,W#SURYLGHV#D#GHVFULSWLRQ#DQG#H[DPSOH#RI#WKH#
DQDO\VLV#WKDW#VKRXOG#WDNH#SODFH1#,Q#RXU#RSLQLRQ/#LPSOLFLW#LQ#WKH#SROLF\#LV#
WKH#QRWLRQ#WKDW#LI#WKH#GHFLVLRQ#WR#OHDVH#LV#PDGH#GHVSLWH#KLJKHU#FRVWV/#WKH#
GHFLVLRQ#VKRXOG#EH#VXSSRUWHG#E\#RWKHU#FRQVLGHUDWLRQV1

;1; 7KLV#SROLF\#JLYHV#DQ#H[FHOOHQW#GHVFULSWLRQ#RI#ZKHQ#DQG#KRZ#WR#
DSSO\#WKH#SUHVHQW#YDOXH#DQDO\VLV1#,W#DOVR#VHUYHV#DV#D#FRQWURO#WR#SUHYHQW#
GHSDUWPHQWV#IURP#OHDVLQJ#VLPSO\#WR#PHHW#WKHLU#FXUUHQW#\HDU·V#EXGJHW#
WDUJHW#DQG#GHIHUULQJ#FRVWV#WR#VXEVHTXHQW#\HDUV1

;1< ,W#DSSHDUHG#IURP#RXU#UHDGLQJ#RI#WKH#SROLF\/#DQG#WKH#
&RPSWUROOHU·V#UHYLHZ/#WKDW#LI#'HSDUWPHQWV#GLOLJHQWO\#IROORZHG#WKH#
SROLF\/#WKHQ#PDQ\#FRQFHUQV#RYHU#WKH#HFRQRP\#RI#OHDVLQJ#WUDQVDFWLRQV#
ZRXOG#EH#DGGUHVVHG1#:H#GHFLGHG/#WKHUHIRUH/#WR#H[DPLQH#D#QXPEHU#RI#
OHDVLQJ#WUDQVDFWLRQV#WR#GHWHUPLQH#WKH#GHJUHH#RI#FRPSOLDQFH#ZLWK#WKLV#
LPSRUWDQW#SROLF\1#
473 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
;143 ,Q#DGGLWLRQ/#ZH#QRWHG#WKH#&RPSWUROOHU#UHFRPPHQGHG=

7KH#3URYLQFH#VKRXOG#UHYLHZ#$GPLQLVWUDWLRQ#0DQXDO#3ROLF\#
1XPEHU#$'09536#́ &ODVVLILFDWLRQ#RI#([SHQGLWXUHVµ/#LQ#UHJDUG#
WR#LQFRQVLVWHQFLHV#LQ#GHILQLQJ#FDSLWDO#H[SHQGLWXUHV1

;144 7KLV#UHFRPPHQGDWLRQ#VHHPHG#WR#VXSSRUW#RXU#LQWHUHVW#LQ#WKH#
DFFRXQWLQJ#VLGH#RI#OHDVLQJ#WUDQVDFWLRQV1#,W#SURYLGHG#XV#ZLWK#D#VHFRQG#
JRYHUQPHQW#SROLF\#WKDW#ZH#FRXOG#XVH#WR#GHYHORS#FULWHULD#IRU#DQ#
H[DPLQDWLRQ#RI#HTXLSPHQW#OHDVLQJ#WUDQVDFWLRQV1#

6FRSH ;145 2XU#DXGLW#REMHFWLYHV#ZHUH#WR#HQVXUH#WKDW#GHFLVLRQV#WR#OHDVH#ZHUH#
PDGH#ZLWK#GXH#UHJDUG#IRU#HFRQRP\#DQG#WKDW#OHDVHV#ZHUH#SURSHUO\#
UHFRUGHG#LQ#WKH#ERRNV#RI#WKH#SURYLQFH1

;146 ,Q#FDUU\LQJ#RXW#WKHVH#REMHFWLYHV#ZH#GHYHORSHG#WZR#DXGLW#FULWHULD#
WR#DVVLVW#XV#LQ#RXU#ZRUN1#7KHVH#ZHUH=

• OHDVLQJ#WUDQVDFWLRQV#VKRXOG#FRPSO\#ZLWK#WKH#SULQFLSOHV#RI#
$GPLQLVWUDWLYH#3ROLF\#$'²9:34#´3UHVHQW#9DOXH#$QDO\VLV#RI#
([SHQGLWXUH#'HFLVLRQV>µ#DQG

• GHSDUWPHQWV#VKRXOG#UHFRUG#OHDVH#WUDQVDFWLRQV#LQ#D#FRQVLVWHQW#PDQQHU#
DFURVV#JRYHUQPHQW/#HQVXULQJ#WKH#DFFRXQWLQJ#UHIOHFWV#WKH#VXEVWDQFH#RI#
WKH#WUDQVDFWLRQ1

;147 2XU#ZRUN#FRYHUHG#ILYH#VHSDUDWH#JRYHUQPHQW#GHSDUWPHQWV#DV#
IROORZV=

'HSDUWPHQW#RI#(GXFDWLRQ#²#VL[#OHDVHV#IRU#YDULRXV#QXPEHUV#RI#
SHUVRQDO#FRPSXWHUV>

'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#²#VWDQGLQJ#RIIHUV#IRU#WKUHH#
VHSDUDWH#W\SHV#RI#SKRWRFRSLHUV>

'HSDUWPHQW#RI#$JULFXOWXUH#DQG#5XUDO#'HYHORSPHQW#²#RQH#
OHDVH#RI#D#UDGLDO#VSHFWURPHWHU#DQG#DQRWKHU#IRU#DQ#LQIUD0UHG#
DQDO\]HU>

'HSDUWPHQW#RI#0XQLFLSDOLWLHV#DQG#+RXVLQJ#²#RQH#OHDVH#IRU#
FRPSXWHU#HTXLSPHQW#DQG#DQRWKHU#IRU#D#OHDVH#RI#QLQH#ILUH#
WDQNHUV>#DQG

'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#²#D#OHDVH#IRU#WHQ#JUDGHUV#DQG/#
LQ#DGGLWLRQ/#MRLQW#UHVSRQVLELOLW\#ZLWK#WKH#'HSDUWPHQW#RI#
0XQLFLSDOLWLHV#DQG#+RXVLQJ#IRU#WKH#OHDVH#RI#WKH#QLQH#ILUH#
WDQNHUV1

;148 :H#DOVR#FRUUHVSRQGHG#ZLWK#WKH#'HSDUWPHQW#RI#)LQDQFH#DQG#WKH#
2IILFH#RI#WKH#&RPSWUROOHU#JLYHQ#WKHLU#UHVSHFWLYH#FHQWUDO#DJHQF\#UROHV#LQ#D#
QXPEHU#RI#WKH#OHDVLQJ#WUDQVDFWLRQV#ZH#H[DPLQHG1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 474



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
5HVXOWV#LQ#%ULHI ;149 7KH#DQDO\VLV#UHTXLUHG#LQ#SROLF\#$'09:34#´3UHVHQW#9DOXH#
$QDO\VLV#RI#([SHQGLWXUH#'HFLVLRQVµ#ZDV#QRW#DGHTXDWHO\#SHUIRUPHG#LQ#
WKH#OHDVHV#ZH#H[DPLQHG1#)RXU#RI#WKH#ILYH#GHSDUWPHQWV#GLG#QRW#
SUHSDUH#DQ\#SUHVHQW#YDOXH#DQDO\VLV#WR#VXSSRUW#OHDVLQJ#GHFLVLRQV1#$QG#
DOWKRXJK#WKH#'HSDUWPHQW#RI#(GXFDWLRQ#FDUULHG#RXW#D#QXPEHU#RI#
SUHVHQW#YDOXH#DQDO\VHV/#HDFK#OHDVH#ZH#H[DPLQHG#GLG#QRW#PHHW#D#
QXPEHU#RI#WKH#SULQFLSOHV#VHW#RXW#LQ#WKH#SROLF\1

;14: 6RPH#RI#WKH#GRFXPHQWDWLRQ#ZH#UHYLHZHG#LQGLFDWHG#WKDW#
OHDVLQJ#ZDV#EHLQJ#SXUVXHG#IRU#EXGJHW#UHDVRQV/#QRW#YDOXH0IRU0PRQH\#
UHDVRQV1

;14; %DVHG#RQ#RXU#FDOFXODWLRQV/#LQ#DOPRVW#HYHU\#FDVH#OHDVLQJ#
SURYHG#PRUH#H[SHQVLYH#WKDQ#EX\LQJ1#

;14< $#QXPEHU#RI#WKH#VR0FDOOHG#RSHUDWLQJ#OHDVHV#DUH#DFWXDOO\#
FDSLWDO1#,Q#DGGLWLRQ/#ILYH#RSHUDWLQJ#OHDVHV#LQ#WKH#'HSDUWPHQW#RI#
(GXFDWLRQ#DUH#LQ#D#JUH\#DUHD#WKDW#VXJJHVWV#WKH#'HSDUWPHQW#PD\#KDYH#
DGGLWLRQDO#FDSLWDO#OHDVHV1#

;153 ,I#ZH#FRXOG#PDNH#D#JHQHUDO#FRPPHQW/#LW#PLJKW#EH#WKDW#WKH#
TXDOLW\#RI#VXSSRUWLQJ#DQDO\VLV#IRU#GHFLVLRQ0PDNLQJ#QHHGV#WR#EH#
LPSURYHG1#

;154 2XU#GHWDLOHG#ILQGLQJV#DUH#SUHVHQWHG#LQ#WZR#GLVWLQFW#VHFWLRQV/#
RUJDQL]HG#E\#WKH#WZR#PDLQ#FULWHULD1#)LUVW#ZH#GHDO#ZLWK#PDQ\#NH\#
UHTXLUHPHQWV#RI#SROLF\#$'09:341#7KH#VHFRQG#VHFWLRQ#GHDOV#ZLWK#
DFFRXQWLQJ#FRQVLGHUDWLRQV#IRU#WKH#OHDVHV1

&RPSOLDQFH#ZLWK#3ROLF\#
$'09:34

;155 2XU#ILUVW#FULWHULRQ#UHIHUV#WR#FRPSOLDQFH#ZLWK#WKH#SROLF\#´3UHVHQW#
9DOXH#$QDO\VLV#RI#([SHQGLWXUH#'HFLVLRQVµ1#7KH#REMHFWLYH#RI#WKLV#SROLF\#
LV#WR#´HQVXUH#WKDW#D#FRPSDUDWLYH#DQDO\VLV#RI#FRVWV#LV#SHUIRUPHG#DV#D#
SDUWLDO#EDVLV#IRU#GHFLVLRQ0PDNLQJ#ZKHQ#PDMRU#H[SHQGLWXUHV#ZLWK#FDVK#
GLVEXUVHPHQW#RSWLRQV#DUH#FRQWHPSODWHG1µ#7KH#SROLF\#QRWHV#WKDW#RQH#
H[DPSOH#RI#VXFK#D#GHFLVLRQ#LV#WKH#SXUFKDVH#YHUVXV#WKH#OHDVH#RI#
HTXLSPHQW1#%\#UHTXLULQJ#D#FRPSDULVRQ#RI#WKH#OHDVLQJ#RSWLRQ#WR#DQ#
RXWULJKW#SXUFKDVH/#WKH#SROLF\#UHFRJQL]HV#WKH#SULQFLSOH#RI#GXH#UHJDUG#IRU#
HFRQRP\1

;156 ,Q#IRXU#RI#WKH#ILYH#GHSDUWPHQWV#LQ#RXU#VDPSOH#+$JULFXOWXUH#DQG#
5XUDO#'HYHORSPHQW/#0XQLFLSDOLWLHV#DQG#+RXVLQJ/#7UDQVSRUWDWLRQ/#
6XSSO\#DQG#6HUYLFHV,/#ZH#IRXQG#QR#HYLGHQFH#RI#SUHVHQW#YDOXH#DQDO\VLV#RQ#
ILOH1#7KH#SROLF\#UHTXLUHV#WKDW#ZKHQ#OHDVLQJ#´HYHU\#SURSRVDO#VKRXOG#EH#
DQDO\]HG#ZLWK#WKH#SRWHQWLDO#OHVVHH#GHWHUPLQLQJ#WKH#FRVW#RI#D#OHDVLQJ#SODQ#
DJDLQVW#WKH#FRVW#RI#UDLVLQJ#WKH#VDPH#DPRXQW#RI#FDSLWDO#WKURXJK#ORQJ0WHUP#
GHEW#ILQDQFLQJ1µ#7KLV#GRHV#QRW#DSSHDU#WR#KDYH#EHHQ#GRQH#LQ#WKHVH#IRXU#
GHSDUWPHQWV1
475 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
;157 ,Q#WKH#RWKHU#GHSDUWPHQW#LQ#RXU#DXGLW/#WKH#'HSDUWPHQW#RI#
(GXFDWLRQ/#ZH#GLG#ILQG#SUHVHQW#YDOXH#DQDO\VLV#RQ#ILOH#IRU#DOO#VL[#OHDVHV#
H[DPLQHG1#,Q#RXU#RSLQLRQ/#KRZHYHU/#WKH#DQDO\VLV#UHTXLUHG#E\#WKH#SROLF\#
ZDV#QRW#DGHTXDWHO\#SHUIRUPHG1#$OWKRXJK#WKH#'HSDUWPHQW#FDUULHG#RXW#D#
QXPEHU#RI#SUHVHQW#YDOXH#DQDO\VHV/#HDFK#OHDVH#H[DPLQHG#GLG#QRW#PHHW#D#
QXPEHU#RI#WKH#SULQFLSOHV#VHW#RXW#LQ#WKH#SROLF\1

;158 2IILFLDOV#LQ#WKUHH#RI#WKH#ILYH#GHSDUWPHQWV#+$JULFXOWXUH#DQG#5XUDO#
'HYHORSPHQW/#0XQLFLSDOLWLHV#DQG#+RXVLQJ/#(GXFDWLRQ,/#DFWXDOO\#
LQIRUPHG#XV#WKDW#WKH\#ZHUH#QRW#DZDUH#RI#WKH#SROLF\#SULRU#WR#RXU#DXGLW1#
:H#PDLQWDLQHG#WKURXJKRXW#WKH#DXGLW#WKDW#VLQFH#WKH#SROLF\#KDV#EHHQ#LQ#
H[LVWHQFH#VLQFH#4<::/#LWV#SULQFLSOHV#VKRXOG#KDYH#EHHQ#FRPSOLHG#ZLWK#IURP#
WKDW#GDWH1

;159 :H#KDYH#VHJUHJDWHG#RXU#ILQGLQJV#UHJDUGLQJ#FRPSOLDQFH#ZLWK#WKH#
SROLF\#DFFRUGLQJ#WR#WZR#EURDG#FDWHJRULHV#DV#IROORZV=

• QR#SUHVHQW#YDOXH#DQDO\VLV#SUHSDUHG>

• DQDO\VLV#SUHSDUHG/#EXW#QRW#LQ#FRPSOLDQFH#ZLWK#SROLF\1

;15: 7KH#ILUVW#FDWHJRU\#LV#IXUWKHU#VXE0GLYLGHG#DORQJ#GHSDUWPHQWDO#
OLQHV1#8QGHU#HDFK#KHDGLQJ#ZH#GLVFXVV#RXU#DXGLW#ILQGLQJV#DQG#WKH#UHODWHG#
UHFRPPHQGDWLRQV1

1R#SUHVHQW#YDOXH#DQDO\VLV#
SUHSDUHG

;15; $V#QRWHG#SUHYLRXVO\/#IRXU#RI#WKH#ILYH#GHSDUWPHQWV#GLG#QRW#KDYH#D#
SUHVHQW#YDOXH#DQDO\VLV#VXSSRUWLQJ#OHDVLQJ#WUDQVDFWLRQV1#)RU#WKRVH#IRXU#
GHSDUWPHQWV#ZH#SUHSDUHG#RXU#RZQ#DQDO\VLV#RI#WKH#SUHVHQW#YDOXH#RI#WKH#
OHDVLQJ#WUDQVDFWLRQ#YHUVXV#WKH#SXUFKDVH#DOWHUQDWLYH#DQG#SUHVHQWHG#WKH#
UHVXOWV#WR#WKH#GHSDUWPHQWV1#,Q#HDFK#FDVH#H[DPLQHG/#ZH#IRXQG#OHDVLQJ#WR#
EH#PRUH#H[SHQVLYH#WKDQ#EX\LQJ1

'HSDUWPHQW#RI#7UDQVSRUWDWLRQ ;15< ,Q#WKH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#ZH#UHYLHZHG#D#GHFLVLRQ#WR#
OHDVH#WHQ#JUDGHUV1#7KH#JUDGHUV#KDG#DQ#RXWULJKW#SXUFKDVH#FRVW#RI#
DSSUR[LPDWHO\#'417#PLOOLRQ1#%DVHG#RQ#RXU#FDOFXODWLRQ/#WKH#QHW#SUHVHQW#
YDOXH#RI#OHDVLQJ#LV#'417:8#PLOOLRQ1#,Q#RWKHU#ZRUGV/#OHDVLQJ#DGGHG#DERXW#
':8/333#WR#WKH#FRVW#RI#WKH#WUDQVDFWLRQ1

;163 7KHUH#ZDV#QR#HYLGHQFH#WKDW#WKH#'HSDUWPHQW#KDG#GRFXPHQWHG#WKH#
H[WUD#FRVW#RI#OHDVLQJ#RU#WKDW#WKH#H[WUD#FRVW#ZDV#RIIVHW#E\#RWKHU#
FRQVLGHUDWLRQV#DV#UHTXLUHG#E\#WKH#SROLF\1#7KH#RYHUULGLQJ#FRQVLGHUDWLRQ#
DSSHDUHG#WR#EH#WKDW#WKH#IXQGV#WR#SXUFKDVH#RXWULJKW#ZHUH#QRW#DYDLODEOH1#
7KLV#LV#FRQVLVWHQW#ZLWK#RQH#RI#WKH#NH\#ILQGLQJV#RI#WKH#&RPSWUROOHU·V#
2IILFH#LQ#WKHLU#4<<8#UHSRUW1#7KH\#VDLG#´%HFDXVH#RI#OLPLWV#SODFHG#RQ#
FDSLWDO#EXGJHWV/#GHSDUWPHQWV#GR#QRW#SXUFKDVH#RXWULJKW#HYHQ#ZKHQ#LW#LV#
FRVW#HIIHFWLYH#WR#GR#VR1µ

'HSDUWPHQW#RI#0XQLFLSDOLWLHV#
DQG#+RXVLQJ

;164 ,Q#$SULO#4<<8#WKH#'HSDUWPHQW#HQWHUHG#LQWR#D#ILYH0\HDU#OHDVH#IRU#
FRPSXWHU#HTXLSPHQW#IRU#WKH#(PHUJHQF\#0HDVXUHV#2UJDQL]DWLRQ1#7KH#
HTXLSPHQW#KDG#DQ#RXWULJKW#SXUFKDVH#FRVW#RI#'48</8331#7KH#SUHVHQW#YDOXH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 476



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
RI#WKH#OHDVH#SD\PHQWV#DGGHG#EHWZHHQ#'4:/333#DQG#'55/333#WR#WKH#FRVW#RI#
WKH#WUDQVDFWLRQ1

;165 :H#UHYLHZHG#D#VHFRQG#WUDQVDFWLRQ#IRU#D#OHDVH#RI#QLQH#ILUH#WDQNHUV#
LQ#$XJXVW#4<<:1#7KH#ILUH#WDQNHUV#FRXOG#KDYH#EHHQ#SXUFKDVHG#IRU#D#FRVW#RI#
DSSUR[LPDWHO\#'4/348/3331#/HDVLQJ#DGGHG#DERXW#'83/333#WR#WKH#FRVW#RI#
WKH#WUDQVDFWLRQ1

'HSDUWPHQW#RI#$JULFXOWXUH#DQG#
5XUDO#'HYHORSPHQW

;166 %RWK#RI#WKH#'HSDUWPHQW#RI#$JULFXOWXUH#DQG#5XUDO#'HYHORSPHQW#
OHDVHV#DUH#GLVFXVVHG#ODWHU#XQGHU#´$FFRXQWLQJ#FRQVLGHUDWLRQV1µ#7KH#ILUVW#
OHDVH#ZDV#D#IRXU0\HDU#OHDVH#RI#D#UDGLDO#VSHFWURPHWHU1#7KH#VHFRQG#ZDV#D#
WKUHH0\HDU#OHDVH#RI#DQ#LQIUD0UHG#DQDO\]HU1#7KH#QHW#SUHVHQW#YDOXH#RI#
OHDVLQJ#WKH#VSHFWURPHWHU#H[FHHGV#WKH#RXWULJKW#SXUFKDVH#FRVW#RI#'468/333#
E\#DERXW#'8/3331#7KH#OHDVH#FRVW#RI#WKH#LQIUD0UHG#DQDO\]HU#ZDV#D#OLWWOH#
RYHU#'5/833#PRUH#WKDQ#WKH#RXWULJKW#SXUFKDVH#FRVW#RI#DSSUR[LPDWHO\#
'553/3331

;167 ,W#VKRXOG#EH#QRWHG#WKDW#LQ#WRWDO#WKH#WZR#OHDVHV#DGGHG#RQO\#D#VOLJKW#
DPRXQW#WR#WKH#RYHUDOO#FRVW#RI#WKH#DVVHWV#+VOLJKWO\#RYHU#5(,1#+RZHYHU#LW#
GRHV#FRQILUP#RXU#IUHTXHQW#REVHUYDWLRQ#WKDW#WKH#FRVW#RI#ILQDQFLQJ#WKURXJK#
OHDVLQJ#W\SLFDOO\#H[FHHGV#WKH#3URYLQFH·V#FRVW#RI#ILQDQFLQJ1#,I#DOO#RWKHU#
IDFWRUV#DUH#HTXDO/#WKLV#PDNHV#OHDVLQJ#WKH#PRUH#H[SHQVLYH#RSWLRQ1

'HSDUWPHQW#RI#6XSSO\#DQG#
6HUYLFHV

;168 2XU#DSSURDFK#ZLWK#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#ZDV#
VRPHZKDW#GLIIHUHQW#WKDQ#ZLWK#WKH#RWKHU#GHSDUWPHQWV1#:H#GLG#QRW#ORRN#DW#
OHDVHV#WKH#'HSDUWPHQW#QHJRWLDWHG#IRU#LWV#RZQ#SXUSRVH1#,QVWHDG/#ZH#
ORRNHG#DW#WKH#JXLGDQFH#WKDW#WKH#'HSDUWPHQW·V#&HQWUDO#3XUFKDVLQJ#%UDQFK#
JLYHV#WR#WKH#SXUFKDVLQJ#GHFLVLRQV#RI#RWKHU#GHSDUWPHQWV#WKURXJK#WKH#OLVW#RI#
´6WDQGLQJ#2IIHUV1µ#:H#H[DPLQHG#DQG#GLVFXVVHG#ZLWK#WKH#'HSDUWPHQW#
WKUHH#VWDQGLQJ#RIIHUV#IRU#SKRWRFRSLHUV1#,Q#RQH#RI#WKH#WKUHH#FDVHV/#ZH#
QRWHG#WKDW#RQH#SKRWRFRSLHU#FDQQRW#EH#SXUFKDVHG#RXWULJKW1#7KLV#PDNHV#LW#
YHU\#GLIILFXOW#WR#SHUIRUP#D#SUHVHQW#YDOXH#DQDO\VLV#RI#OHDVLQJ#YHUVXV#DQ#
RXWULJKW#SXUFKDVH1

;169 ,Q#WKH#RWKHU#WZR#FDVHV/#RXU#FDOFXODWLRQV#LQGLFDWHG#OHDVLQJ#ZDV#
PRUH#H[SHQVLYH#WKDQ#SXUFKDVLQJ1#7KH#H[WUD#FRVWV#RI#OHDVLQJ#ZHUH#'583#
DQG#'4/;33#SHU#XQLW#UHVSHFWLYHO\1

;16: $OWKRXJK#WKHVH#DPRXQWV#RI#'583#DQG#'4/;33#PLJKW#DSSHDU#WR#EH#
VPDOO/#LI#WKHVH#DGGLWLRQDO#FRVWV#DUH#UHSUHVHQWDWLYH#RI#WKH#KXQGUHGV#RI#
SKRWRFRSLHUV#WKH#3URYLQFH#KDV/#WKH#H[WUD#FRVWV#DUH#VLJQLILFDQW1#7KH#
&RPSWUROOHU·V#4<<8#UHSRUW#ORRNHG#DW#D#VDPSOH#RI#54#SKRWRFRSLHUV#DQG#
FRQFOXGHG#WKDW#WKH#H[WUD#FRVW#RI#OHDVLQJ#UDWKHU#WKDQ#SXUFKDVLQJ#LQFUHDVHG#
WKH#FRVW#WR#WKH#3URYLQFH#E\#'79/333#RYHU#ILYH#\HDUV1

&RUUHVSRQGHQFH#ZLWK#WKHVH#IRXU#
GHSDUWPHQWV

;16; %HFDXVH#RI#RXU#FRQFHUQV#RYHU#GXH#UHJDUG#IRU#HFRQRP\#DQG#
QRQ0FRPSOLDQFH#ZLWK#SROLF\/#ZH#ZURWH#WR#DOO#IRXU#GHSDUWPHQWV1#:H#ZHUH#
FRQFHUQHG#WKDW#QR#SUHVHQW#YDOXH#DQDO\VLV#ZDV#RQ#ILOH1#$OWKRXJK#WKH#
477 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
ZRUGLQJ#PD\#KDYH#GLIIHUHG#VOLJKWO\#IURP#GHSDUWPHQW#WR#GHSDUWPHQW/#ZH#
PDGH#D#FRPPRQ#UHFRPPHQGDWLRQ#ZKLFK#HVVHQWLDOO\#UHDGV#DV#IROORZV=

:H#UHFRPPHQGHG#WKDW#LQ#PDNLQJ#IXWXUH#OHDVH#YHUVXV#
SXUFKDVH#GHFLVLRQV#WKH#'HSDUWPHQW#FRPSO\#ZLWK#WKH#
UHTXLUHPHQWV#RI#SROLF\#$'09:341

'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#
UHVSRQVH

;16< ,Q#RUGHU#WR#DGGUHVV#WKH#FRQGLWLRQ#RI#WKH#IOHHW/#ZKLOH#SXUFKDVLQJ#
HTXLSPHQW#ZLWKLQ#WKH#FDSLWDO#DOORWPHQW/#DV#DSSURYHG#E\#JRYHUQPHQW/#WKH#
GHFLVLRQ#ZDV#PDGH#WR#OHDVH#WHQ#JUDGHUV#IRU#WKH#'HSDUWPHQW#LQ#6HSWHPEHU#
RI#4<<91#7KH#OHDVH#ZDV#QHFHVVDU\#WR#HQVXUH#WKDW#WKH#'HSDUWPHQW#FRXOG#
PHHW#LWV#RSHUDWLRQDO#QHHGV/#SDUWLFXODUO\#LQ#KHDY\#WUXFNV#DQG#JUDGHUV1#
/HDVLQJ/#ZLWK#WKH#RSWLRQ#WR#SXUFKDVH/#DOVR#DOORZHG#IOH[LELOLW\#DW#WKH#HQG#
RI#WKH#OHDVH#WHUP1#,Q#RUGHU#WR#DFKLHYH#WKH#EHVW#SRVVLEOH#WHUPV/#WKH#
ILQDQFLQJ#LQYROYHG#ZDV#WHQGHUHG1#%\#SURSHUO\#PDQDJLQJ#OHDVHV/#WKHUH#
VKRXOG#EH#QR#QHJDWLYH#LPSDFW#RQ#PHHWLQJ#IXWXUH#EXGJHW#WDUJHWV1

;173 $V#D#UHVXOW#RI#WKH#UHQHZHG#FDSLWDO#SURJUDP#DQG#OHDVLQJ#RI#
HTXLSPHQW/#WKH#'HSDUWPHQW·V#IOHHW#LV#VWDUWLQJ#WR#DSSURDFK#WKH#RSWLPXP#
UHSODFHPHQW#WLPH1#7KH#'HSDUWPHQW#LV#QRZ#SHUIRUPLQJ#OHDVH#YV1#SXUFKDVH#
DQDO\VLV/#LQFOXGLQJ#SRWHQWLDO#FRVW#VDYLQJV#RI#QHZHU#HTXLSPHQW/#WR#
HYDOXDWH#WKH#EHVW#DOWHUQDWLYHV#DQG#PL[#RI#UHSODFHPHQW#DVVHWV#ZLWKLQ#WKH#
IOHHW1#,W#VKRXOG#EH#QRWHG#WKDW#WKH#H[WUD#FRVWV#DVVRFLDWHG#ZLWK#OHDVLQJ#PXVW#
EH#ZHLJKHG#DJDLQVW#WKH#RSHUDWLRQDO#VDYLQJV#UHVXOWLQJ#IURP#WKH#DELOLW\#WR#
SXUFKDVH#RWKHU#HTXLSPHQW#ZLWKLQ#WKH#FDSLWDO#DOORWPHQW/#DQG#DV#VXFK#
DYRLG#FRVWO\#PDLQWHQDQFH#RQ#ROGHU#DVVHWV1

'HSDUWPHQW#RI#0XQLFLSDOLWLHV#
DQG#+RXVLQJ#UHVSRQVH

;174 7KH#'HSDUWPHQW#RI#0XQLFLSDOLWLHV#DQG#+RXVLQJ#ZLOO#DGYLVH#
UHVSRQVLELOLW\#FHQWUH#PDQDJHUV#RI#WKH#QHFHVVLW\#WR#IROORZ#WKH#3UHVHQW#
9DOXH#$QDO\VLV#RI#([SHQGLWXUH#'HFLVLRQV#SROLF\#DQG#WR#FRQWDFW#RXU#
)LQDQFLDO#6HUYLFHV#%UDQFK#IRU#DVVLVWDQFH#LQ#WKH#DQDO\VLV#RI#OHDVH#RU#
SXUFKDVH#GHFLVLRQV1

'HSDUWPHQW#RI#$JULFXOWXUH#DQG#
5XUDO#'HYHORSPHQW#UHVSRQVH

;175 :KLOH#WKH#'HSDUWPHQW#DFFRXQWLQJ#VWDII#GLG#QRW#FRQGXFW#DQ#
RIILFLDO#SUHVHQW#YDOXH#DQDO\VLV/#ZH#ZHUH#DZDUH#RI#WKH#OHDVH2SXUFKDVH#FRVW#
YHUVXV#WKH#RXWULJKW#SXUFKDVH#FRVW#EHFDXVH#WKH#ELGV#WKDW#FDPH#LQ#WKURXJK#
WKH#WHQGHULQJ#SURFHVV#ZHUH#SUHVHQWHG#WR#XV#IRU#DQDO\VLV#DQG#GHFLVLRQ#RQ#
DZDUGLQJ#WKH#WHQGHU1

;176 ,#EHOLHYH#WKLV#SURFHVV#FHUWDLQO\#HQVXUHG#WKDW#ZH#UHFHLYHG#
FRPSHWLWLYH#SULFHV#DQG#WKH#EHVW#SRVVLEOH#GHDO#RQ#WKH#LQWHUHVW1

;177 ,Q#IXWXUH#,#KDYH#LQVWUXFWHG#RXU#&KLHI#)LQDQFLDO#2IILFHU#WR#DJDLQ#
HQVXUH#WKDW#3ROLF\#$'09:34#LV#IROORZHG1

'HSDUWPHQW#RI#6XSSO\#DQG#
6HUYLFHV#UHVSRQVH

;178 :KLOH#WKH#SKRWRFRSLHU#FRQWUDFW#SULFHV#SKRWRFRSLHUV#IRU#YDULRXV#
ILQDQFLQJ#RSWLRQV/#WKH#&HQWUDO#3XUFKDVLQJ#%UDQFK#GRHV#QRW#HYDOXDWH#RU#
UHTXLUH#MXVWLILFDWLRQ#E\#LQGLYLGXDO#GHSDUWPHQWV#IRU#WKHLU#SXUFKDVLQJ#
GHFLVLRQV1#,#EHOLHYH#WKLV#LV#WKHLU#UHVSRQVLELOLW\1#0DQ\#IDFWRUV#DIIHFW#D#
SXUFKDVLQJ#GHFLVLRQ#E\#D#GHSDUWPHQW#LQFOXGLQJ/#EXW#QRW#OLPLWHG#WR#SULFH/#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 478



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
FKDQJLQJ#SURJUDP#QHHGV/#YDULDEOH#VHUYLFHV#GHPDQGV/#EXGJHWV/#DQG#
HPHUJHQF\#RU#XQIRUHVHHQ#HYHQWV#DIIHFWLQJ#D#GHSDUWPHQW·V#ILQDQFLDO#
GHFLVLRQ#PDNLQJ1

;179 ,#KDYH#UDLVHG#WKH#LVVXH#RI#FRPSDULQJ#OHDVH#ILQDQFLQJ#WR#
´JRYHUQPHQWµ#ILQDQFLQJ#LQ#WKH#SDVW/#DQG#FRQILUP#WKDW#%RDUG#RI#
0DQDJHPHQW#UHYLHZ#WKH#ODUJHU#SURMHFWV2SXUFKDVHV1#%RDUG#KDV/#KRZHYHU/#
DFNQRZOHGJHG#WKDW#RQ#WKHVH#VPDOOHU#YDOXH#LWHPV/#GHSDUWPHQWV#FDQ#KDYH#
WKH#ILQDO#VD\1

;17: ,#DJUHH#LW#LV#LPSRUWDQW/#WKHUHIRUH/#WKDW#LQGLYLGXDO#GHSDUWPHQWV#
+WKH#OHVVHH,#FRQWLQXH#WR#HYDOXDWH#WKH#ILQDQFLDO#RSWLRQV#LQ#WKHLU#SXUFKDVH#
GHFLVLRQ1#,W#LV#KRZHYHU#LQFXPEHQW#RQ#XV#WR#SURYLGH#VXIILFLHQW#RSWLRQV#WR#
DOORZ#GHSDUWPHQWV#WR#GR#WKH#HYDOXDWLRQ1#7KH#WUHQG/#,#XQGHUVWDQG/#ERWK#
KHUH#DV#ZHOO#DV#RWKHU#SURYLQFHV#LV#WRZDUG#UHQWDO#RQO\#SROLF\#IRU#
FRQYHQLHQFH#FRSLHUV#GXH#WR#UDSLG#FKDQJLQJ#WHFKQRORJ\#DQG#DQWLFLSDWHG#
OLIH#RI#WKHVH#PDFKLQHV1

&RQFOXGLQJ#FRPPHQWV#RQ#WKHVH#
GHSDUWPHQWV

;17; :H#ZHUH#SOHDVHG#WR#VHH#D#FRPPLWPHQW#E\#DOO#IRXU#GHSDUWPHQWV#WR#
SUHVHQW#YDOXH#DQDO\VLV1#7KH#ILUVW#SDUDJUDSK#RI#WKH#'HSDUWPHQW#RI#6XSSO\#
DQG#6HUYLFHV#UHVSRQVH#HORTXHQWO\#VXPPDUL]HG#D#FRPPRQ#HOHPHQW#RI#RXU#
GLVFXVVLRQ#ZLWK#GHSDUWPHQWV#LQFOXGHG#LQ#WKH#DXGLW1#:H#QRWHG#UHSHDWHGO\#
LQ#RXU#DXGLW#WKDW#WKH#SROLF\#GRHV#DOORZ#IRU#GHSDUWPHQWV#WR#XVH#GLVFUHWLRQ#
ZKHQ#GHFLGLQJ#ZKHWKHU#RU#QRW#WR#OHDVH1#,W#DOOXGHV#WR#WKH#IDFW#WKDW#SUHVHQW#
YDOXH#DQDO\VLV#LV#D#´SDUWLDO#EDVLV#IRU#GHFLVLRQ#PDNLQJ1µ#,W#JRHV#RQ#WR#DGG/#
´DQDO\VLV#GRHV#QRW#SUHFOXGH#WKH#FRQVLGHUHG#MXGJHPHQW#DQG#LQWXLWLRQ#RI#
WKH#GHFLVLRQ#PDNHU#DV#WR#ZKLFK#LV#WKH#EHVW#FKRLFH#IURP#D#VWDQGSRLQW#RI#
H[SHULHQFH#DQG#NQRZOHGJH1µ#,Q#RXU#RSLQLRQ/#KRZHYHU/#LI#WKHUH#ZHUH#
TXDOLWDWLYH#IDFWRUV#WKDW#PD\#KDYH#FDXVHG#WKH#'HSDUWPHQW#WR#IDYRXU#WKH#
KLJKHU#FRVW#DOWHUQDWLYH/#LW#ZRXOG#KDYH#EHHQ#SUXGHQW#WR#GRFXPHQW#WKHVH#
IDFWRUV#LQ#WKH#OHDVH#ILOHV1#,Q#RWKHU#ZRUGV/#WKH#UHDVRQ#IRU#WKH#GHFLVLRQ#PXVW#
EH#DGHTXDWHO\#GRFXPHQWHG1

$QDO\VLV#SUHSDUHG/#EXW#QRW#LQ#
FRPSOLDQFH#ZLWK#SROLF\

;17< 7KH#'HSDUWPHQW#RI#(GXFDWLRQ#ZDV#WKH#RQO\#RQH#RI#WKH#ILYH#
GHSDUWPHQWV#VDPSOHG#WKDW#FDUULHG#RXW#SUHVHQW#YDOXH#DQDO\VLV1#6LQFH#WKHLU#
ILOHV#FRQWDLQHG#WKLV#DQDO\VLV/#WKHUH#ZDV#DFWXDO#GRFXPHQWDWLRQ#ZH#FRXOG#
XVH#LQ#DSSO\LQJ#VRPH#RI#WKH#GHWDLOHG#VHFWLRQV#RI#WKH#SROLF\1#:H#KDG/#LQ#
IDFW/#GHYHORSHG#VL[WHHQ#GHWDLOHG#VXE0FULWHULD#ZKLFK#ZH#EHOLHYH#IRFXV#RQ#
PDQ\#UHTXLUHPHQWV#RI#SROLF\#$'09:341#:H#VKDUHG#WKHP#ZLWK#D#QXPEHU#
RI#GHSDUWPHQWV#EXW#LQ#PRVW#FDVHV#WKH#SRLQW#ZDV#PRRW1#,I#WKH#GHSDUWPHQWV#
KDG#QRW#FDUULHG#RXW#DQ\#IRUP#RI#SUHVHQW#YDOXH#DQDO\VLV/#WKHUH#ZDV#QR#
SRLQW#LQ#DVNLQJ#D#GHWDLOHG#VHULHV#RI#TXHVWLRQV#DV#WR#ZKHWKHU#WKH#DQDO\VLV#
ZDV#GRQH#LQ#DFFRUGDQFH#ZLWK#SROLF\1#7KXV#WKLV#VHFWLRQ#RI#WKH#FKDSWHU#
GHDOV#H[FOXVLYHO\#ZLWK#WKH#VL[#OHDVHV#ZH#H[DPLQHG#LQ#WKH#'HSDUWPHQW#RI#
(GXFDWLRQ1#:H#EHOLHYH/#WKRXJK/#WKDW#D#IDLUO\#WKRURXJK#GLVFXVVLRQ#RI#WKH#
'HSDUWPHQW·V#DQDO\VLV#LV#LPSRUWDQW#IRU#LOOXVWUDWLYH#SXUSRVHV1#7KH#SROLF\#
SURYLGHV#H[FHOOHQW#JXLGDQFH#WR#GHSDUWPHQWV#E\#UHTXLULQJ#´D#FRPSDUDWLYH#
DQDO\VLV#RI#FRVWV11111DV#D#SDUWLDO#EDVLV#IRU#GHFLVLRQ#PDNLQJ1µ#+RZHYHU/#LI#
WKLV#DQDO\VLV#LV#QRW#FDUULHG#RXW#FRUUHFWO\/#GHSDUWPHQWV#UXQ#D#ULVN#RI#
479 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
XQHFRQRPLFDO#GHFLVLRQV1#%DVHG#RQ#RXU#FDOFXODWLRQV/#ZH#KDYH#FRQFOXGHG#
WKDW#ULVN#LV#UHDO1#,Q#DOPRVW#HYHU\#FDVH/#OHDVLQJ#SURYHG#PRUH#H[SHQVLYH#
WKDQ#EX\LQJ1

;183 ,W#VKRXOG#EH#QRWHG#WKDW#ILYH#RI#WKH#VL[#OHDVHV#ZHUH#WKH#VXEMHFW#RI#
SUHVHQWDWLRQV#WR#WKH#%RDUG#RI#0DQDJHPHQW1#,Q#RXU#RSLQLRQ/#WKLV#IXUWKHU#
IRFXVHG#RXU#DWWHQWLRQ#RQ#WKH#LPSRUWDQFH#RI#H[DPLQLQJ#WKH#GHWDLOV#RI#WKH#
SROLF\1#7KH#LPSRUWDQFH#RI#WKH#TXDOLW\#RI#DQDO\VLV#LQ#VXSSRUW#RI#D#GHFLVLRQ#
LV#KHLJKWHQHG#JLYHQ#WKDW#WKH#'HSDUWPHQW·V#SUHVHQWDWLRQV#WR#WKH#%RDUG#
VKRZHG#OHDVLQJ#SURGXFHG#VLJQLILFDQW#VDYLQJV#RYHU#RXWULJKW#SXUFKDVLQJ1#
7KLV#ZDV#FRQWUDU\#WR#RXU#ILQGLQJV1#)RU#WKLV#UHDVRQ/#DPRQJ#RWKHUV/#ZH#
KDG#FRQFHUQV#DERXW#WKH#TXDOLW\#RI#LQIRUPDWLRQ#SUHVHQWHG#WR#
GHFLVLRQ0PDNHUV1

;184 :H#DUH#QRW#UHSRUWLQJ#HDFK#RI#RXU#ILQGLQJV#IRU#HDFK#RI#WKH#
GHWDLOHG#VXE0FULWHULD#IRU#HDFK#DQG#HYHU\#OHDVH1#:H#DUH#LQVWHDG#IRFXVLQJ#
RQ#FHUWDLQ#NH\#HOHPHQWV#RI#WKH#SROLF\#ZKHUH#ZH#IHHO#FRPSOLDQFH#FDQ#EH#
LPSURYHG1#

,QWHUHVW#UDWH#QRW#DOZD\V#
GRFXPHQWHG

;185 $V#QRWHG#HDUOLHU/#PDQ\#OHDVLQJ#FRPSDQLHV#FDQQRW#PDWFK#WKH#
3URYLQFH·V#ORZ#UDWH#RI#ILQDQFLQJ1#,I#DOO#RWKHU#IDFWRUV#DUH#HTXDO/#WKLV#
PDNHV#OHDVLQJ#DXWRPDWLFDOO\#PRUH#H[SHQVLYH#WKDQ#SXUFKDVLQJ1#%HFDXVH#
RI#WKLV#UHDOLW\/#RQH#RI#RXU#VXE0FULWHULD#VD\V=

7KH#LQWHUHVW#UDWH#LPSOLFLW#LQ#WKH#OHDVH#VKRXOG#EH#FOHDUO\#
GRFXPHQWHG#DQG#YHULILDEOH#WR#DOORZ#WKH#'HSDUWPHQW#WR#
GHWHUPLQH#LI#WKH#OHDVH#RIIHUV#D#ILQDQFLQJ#DGYDQWDJH#RYHU#WKH#
3URYLQFH·V#ILQDQFLQJ#UDWH1

;186 2QO\#WZR#RI#WKH#VL[#OHDVHV#ZH#UHYLHZHG#KDG#FOHDU#GRFXPHQWDWLRQ#
LQ#WKLV#UHVSHFW1#,Q#WKH#WZR#FDVHV#ZKHUH#WKH#LQIRUPDWLRQ#ZDV#DYDLODEOH/#WKH#
OHVVRU#KDG#DQ#LPSOLFLW#LQWHUHVW#UDWH#RI#:(#YHUVXV#WKH#3URYLQFH·V#UDWH#RI#
DSSUR[LPDWHO\#81<(1#&OHDUO\/#WKH#3URYLQFH·V#FRVW#RI#ILQDQFLQJ#ZDV#
FKHDSHU1

;187 ,Q#D#FRXSOH#RI#WKH#RWKHU#FDVHV/#ZH#WULHG#WR#GHWHUPLQH#WKH#LPSOLFLW#
UDWH#EDVHG#RQ#RWKHU#LQIRUPDWLRQ#GLVFORVHG#LQ#WKH#OHDVH#FRQWUDFW1#,Q#WKHVH#
FDVHV#ZH#DOVR#IRXQG#WKDW#WKH#FDOFXODWHG#UDWH#H[FHHGHG#WKH#3URYLQFH·V#RZQ#
ILQDQFLQJ#UDWH1#

;188 2QH#FDQ#VHH#WKH#YDOXH#RI#KDYLQJ#WKH#ILQDQFLQJ#UDWH#GLVFORVHG1#
'LVFORVXUH#RI#WKH#LPSOLFLW#LQWHUHVW#UDWH#LPPHGLDWHO\#VKRZV#WR#WKH#
GHFLVLRQ0PDNHUV#WKDW#WKH#OHDVH#FRXOG#EH#PRUH#H[SHQVLYH1#7KH#OHVVRU#ZLOO#
KDYH#WR#FRPH#XS#ZLWK#VRPH#RWKHU#FRQVLGHUDWLRQV/#RU#WKHUH#ZLOO#KDYH#WR#EH#
TXDOLWDWLYH#IDFWRUV#EURXJKW#LQWR#SOD\/#LQ#RUGHU#WR#PDNH#OHDVLQJ#D#JRRG#
YDOXH0IRU0PRQH\#GHFLVLRQ1

2XWULJKW#SXUFKDVH#SULFH#QRW#
REWDLQHG/#RU#REWDLQHG#DQG#QRW#
XVHG

;189 'UDZLQJ#RQ#VHFWLRQV#RI#WKH#SROLF\/#ZH#GHYHORSHG#D#VXE0FULWHULRQ#
VWDWLQJ#´DQ#RXWULJKW#SXUFKDVH#FRVW#VKRXOG#EH#GHWHUPLQHG#IRU#WKH#VDPH#
DVVHW#RU#DVVHWV#DV#VSHFLILHG#LQ#WKH#OHDVH#SURSRVDO1µ#7KLV#LQIRUPDWLRQ#LV#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 47:



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
LPSRUWDQW#IRU#WKH#DQDO\VW#WR#KDYH#LQ#GRLQJ#DQ#DFFXUDWH#FRPSDULVRQ#RI#WKH#
OHDVH#RSWLRQ#WR#WKH#SXUFKDVH#RSWLRQ1#2WKHUZLVH#WKH#DQDO\VW#KDV#WR#JXHVV#DW#
ZKDW#SULFH#WKH#GHSDUWPHQW#PD\#KDYH#EHHQ#DEOH#WR#SXUFKDVH#WKH#VDPH#
TXDQWLW\#RI#HTXLSPHQW#LW#ZDV#OHDVLQJ1#$V#ZH#ZLOO#GLVFXVV#ODWHU#LQ#WKLV#
FKDSWHU/#WKH#SXUFKDVH#SULFH#LQIRUPDWLRQ#LV#DOVR#LPSRUWDQW#WR#JRRG#
DFFRXQWLQJ#GHFLVLRQV1

;18: ,Q#RQO\#RQH#RI#WKH#VL[#OHDVHV#ZH#H[DPLQHG#GLG#WKH#'HSDUWPHQW#
XVH#DQ#RXWULJKW#SXUFKDVH#SULFH#IRU#WKH#VDPH#TXDQWLW\#RI#XQLWV#WKDW#LW#
OHDVHG1#,Q#WZR#RWKHU#FDVHV#WKH#'HSDUWPHQW#KDG#IDLUO\#UHFHQW#LQIRUPDWLRQ#
RQ#D#EXON#SXUFKDVH#SULFH#EXW#GLG#QRW#XVH#LW#LQ#LWV#FDOFXODWLRQV1#,QVWHDG/#LQ#
PRVW#RI#LWV#DQDO\VHV/#WKH#'HSDUWPHQW#DSSHDUHG#WR#EH#UHO\LQJ#RQ#DQ#
HVWLPDWHG#SXUFKDVH#SULFH#ORRVHO\#EDVHG#RQ#WKH#JRYHUQPHQW·V#VWDQGLQJ#
RIIHU1

;18; 7KH#SUREOHP#ZLWK#XVLQJ#WKLV#DSSURDFK#FDQ#EH#VKRZQ#E\#
LOOXVWUDWLRQ1#2QH#RI#WKH#OHDVHV#ZH#ORRNHG#DW#ZDV#D#OHDVH#IRU#5/7:<#
ZRUNVWDWLRQV#GDWHG#4#1RYHPEHU#4<<:1#7KH#FRPSXWHUV#DUH#WR#EH#UHWXUQHG#
E\#64#2FWREHU#53331

;18< 7KH#DFWXDO#SXUFKDVH#SULFH#TXRWHG#E\#WKH#VXSSOLHU#RQ#48#-XO\#4<<:#
ZDV#DSSUR[LPDWHO\#'4/963#SHU#XQLW1#,QVWHDG#RI#XVLQJ#WKLV#'4/963#ILJXUH/#
KRZHYHU/#WKH#'HSDUWPHQW·V#SUHVHQW#YDOXH#FDOFXODWLRQ#IRU#WKH#SXUFKDVH#
RSWLRQ#ZDV#EDVHG#RQ#WKH#3URYLQFH·V#VWDQGLQJ#RIIHU#IRU#DQ#HTXLYDOHQW#
FRPSXWHU#+DSSUR[LPDWHO\#'5/333#SHU#XQLW,1#7KH#VWDQGLQJ#RIIHU/#WKRXJK/#
DVVXPHV#D#GHSDUWPHQW#ZLOO#EH#SXUFKDVLQJ#RQH#RU#UHODWLYHO\#IHZ#XQLWV#DW#D#
WLPH1#,W#GRHV#QRW#WDNH#LQWR#DFFRXQW#WKH#YROXPH#GLVFRXQWV#WKDW#ZRXOG#EH#
DYDLODEOH#E\#RUGHULQJ#5/7:<#VLPLODU#XQLWV#DW#RQH#WLPH1#,Q#IDFW/#WKH#
VWDQGLQJ#RIIHU#QRWHV#WKDW#IRU#FDVHV#ZKHUH#D#GHSDUWPHQW#LV#SXUFKDVLQJ#D#
ODUJH#QXPEHU#RI#XQLWV#LW#FDQ#VHHN#D#VHSDUDWH#WHQGHU1

;193 7KH#'HSDUWPHQW·V#DQDO\VLV/#WKHQ/#ZDV#QRW#FRPSDULQJ#WZR#HTXDO#
RSWLRQV1#7KH#OHVVRU#ZDV#EXLOGLQJ#D#YROXPH#GLVFRXQW#LQWR#LWV#ILJXUHV#EXW#
WKH#'HSDUWPHQW#ZDV#XVLQJ#D#ORZ#YROXPH#SULFH#IRU#FDOFXODWLQJ#WKH#
SXUFKDVH#RSWLRQ1#%\#XVLQJ#WKH#SULFH#RI#'5/333#IRU#WKH#SXUFKDVH#RSWLRQ/#
WKH#OHDVH#RSWLRQ#DSSHDUHG#PXFK#FKHDSHU1#,W#LV#DQ#XQIDLU#FRPSDULVRQ#LQ#
WHUPV#RI#WKH#UHTXLUHPHQWV#RI#WKH#SROLF\1#

;194 7KH#'HSDUWPHQW·V#UDWLRQDOH#IRU#XVLQJ#WKH#VWDQGLQJ#RIIHU#SULFH#LV#
WKDW#LI#LW#KDG#WR#SXUFKDVH#WKH#XQLWV/#LW#ZRXOG#KDYH#SXUFKDVHG#D#PXFK#
VPDOOHU#TXDQWLW\#DQG#WKHUHIRUH#ZRXOG#QRW#TXDOLI\#IRU#D#YROXPH#GLVFRXQW1#
7KH#'HSDUWPHQW#VWDWHV#LWV#PHWKRG#RI#DQDO\VLV#FRPSDUHV#WKH#OHDVH#SULFH#
ZLWK#WKH#FRVW#RI#VLPLODU#PLFURFRPSXWHUV#WKDW#LW#ZRXOG#KDYH#SXUFKDVHG#LQ#
D#KLVWRULFDO#SDWWHUQ1#7KLV#KLVWRULFDO#SDWWHUQ/#ZLWK#WKH#H[FHSWLRQ#RI#VRPH#
PDMRU#LQLWLDWLYHV/#ZDV#WR#GLVWULEXWH#IXQGV#WR#WKH#VFKRRO#GLVWULFWV#DQG#KDYH#
WKH#GLVWULFWV#EX\#XQLWV#IURP#WKH#JRYHUQPHQW#RU#HGXFDWLRQDO#VWDQGLQJ#
RIIHU1#
47; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
;195 )XUWKHU/#GHSDUWPHQWDO#VWDII#VDLG#WKDW#WKH\#ZRXOG#KDYH#QHYHU#
SXUFKDVHG#RXWULJKW#WKLV#TXDQWLW\#RI#FRPSXWHUV#IRU#WZR#UHDVRQV1#7KH#ILUVW#
ZDV#WKDW#WKH\#GLG#QRW#IHHO#WKH#EXGJHW#ZDV#VXIILFLHQW#WR#SHUPLW#WKLV1#7KH#
VHFRQG#ZDV#WKDW#´:H#ZHUH#VROYLQJ#D#UHIUHVK#SUREOHP1#7KLV#SUREOHP#LV#
WKDW#FRPSXWHUV#LQ#LPSRUWDQW#FRXUVHV#ZHUH#DJHLQJ#DQG#DJDLQ#WKHUH#ZDV#QR#
PHFKDQLVP#LQ#SODFH#WR#HQVXUH#UHJXODU#UHIUHVK1µ

;196 +RZHYHU/#SROLF\#$'09:34#FOHDUO\#VWDWHV#´HYHU\#SURSRVDO#VKRXOG#
EH#DQDO\VHG#ZLWK#WKH#SRWHQWLDO#OHVVHH#GHWHUPLQLQJ#WKH#FRVW#RI#D#OHDVLQJ#
SODQ#DJDLQVW#WKH#FRVW#RI#UDLVLQJ#WKH#VDPH#DPRXQW#RI#FDSLWDO#WKURXJK#
ORQJ0WHUP#GHEW#ILQDQFLQJ1µ#,QVWHDG/#WKH#'HSDUWPHQW#KDV#FRPSXWHG#D#
SULFH#DW#ZKLFK#LW#EHOLHYHV#LW#FRXOG#KDYH#ERXJKW#D#IHZ#XQLWV/#DQG#
PXOWLSOLHG#WKDW#E\#´PDQ\µ#XQLWV/#LQ#WKLV#FDVH#5/7:<#FRPSXWHUV1#7KH#
UHVXOWLQJ#QXPEHU#GRHV#QRW#UHSUHVHQW#WKH#FRVW#RI#WKH#DOWHUQDWLYH#RI#
SXUFKDVLQJ#5/7:<#XQLWV#HQ#PDVVH1

;197 7KH#'HSDUWPHQW#GLG#QRW#LQ#IDFW#SHUIRUP#WKH#W\SH#RI#SUHVHQW#YDOXH#
DQDO\VLV#UHTXLUHG#E\#WKH#SROLF\1#7KH#FRPSDULVRQ#WKDW#LV#EHLQJ#PDGH#LV#
EHWZHHQ#OHDVLQJ#D#KLJK#YROXPH#RI#FRPSXWHUV#ZLWK#SXUFKDVLQJ#D#ORZ#
YROXPH#RI#FRPSXWHUV#PDQ\#WLPHV1#

;198 $#ILQDO#REVHUYDWLRQ#ZH#ZRXOG#PDNH#LQ#WKLV#VHFWLRQ/#LV#WKDW#VLQFH#
WKH#'HSDUWPHQW#GLG#QRW#DOZD\V#KDYH#JRRG#SXUFKDVH#LQIRUPDWLRQ#WR#
SHUIRUP#LWV#DQDO\VLV/#WKLV#DOVR#PHDQV#LW#GLG#QRW#DOZD\V#KDYH#WKH#QHFHVVDU\#
LQIRUPDWLRQ#WR#PDNH#WKH#SXUFKDVH1#:LWKRXW#REWDLQLQJ#VXFK#LQIRUPDWLRQ/#
RQH#FRXOG#TXHVWLRQ#ZKHWKHU#SXUFKDVLQJ#ZDV#HYHU#D#VHULRXV#RSWLRQ1

5HVLGXDO#YDOXH#QRW#EDVHG#RQ#
GRFXPHQWHG#HYLGHQFH

;199 $QRWKHU#RI#RXU#VXE0FULWHULD#UHDGV=

7KH#UHVLGXDO#YDOXH#VKRXOG#EH#EDVHG#RQ#GRFXPHQWHG#HYLGHQFH#
DW#WKH#WLPH#RI#HQWHULQJ#WKH#FRQWUDFW1

;19: 7KH#WHUP#UHVLGXDO#YDOXH#UHIHUV#WR#ZKDW#WKH#FRPSXWHU#ZRXOG#EH#
ZRUWK#DW#WKH#HQG#RI#WKH#SHULRG#FRQWHPSODWHG#LQ#WKH#DQDO\VLV1#6HFWLRQ#47#
RI#WKH#SROLF\#VWDWHV=#

:KHUH#DOWHUQDWLYH#H[SHQGLWXUH#SURMHFWV#KDYH#XQHTXDO#OLYHV/#
FRPSDULVRQV#PD\#EH#PDGH#HLWKHU#RYHU#WKH#XVHIXO#OLIH#RI#WKH#
ORQJ0OLYHG#SURMHFW/#RU#RYHU#WKH#XVHIXO#OLIH#RI#WKH#VKRUWHU#OLYHG#
SURMHFW1#7KLV#SROLF\#UHFRPPHQGV#WKDW#ZKDW#WKH#UHVLGXDO#YDOXHV#
ZLOO#EH#DW#WKH#HQG#RI#WKH#ORQJHU#OLYHG#SURMHFW#EH#HVWLPDWHG1#7KLV#
PDNHV#VHQVH#SULPDULO\#EHFDXVH#WKH#GHFLVLRQ#PDNHU#VKRXOG#
H[WHQG#KLV#RU#KHU#WLPH#KRUL]RQ#DV#IDU#DV#SRVVLEOH1#,I#KH#RU#VKH#
LV#FRQVLGHULQJ#D#ORQJ#OLYHG#SURMHFW/#VHULRXV#FRQVLGHUDWLRQ#
VKRXOG#EH#JLYHQ#WR#ZKDW#ZRXOG#EH#GRQH#LQ#WKH#WLPH#LQWHUYDO#
EHWZHHQ#WKH#WHUPLQDWLRQ#GDWHV#RI#WKH#VKRUWHU#OLYHG#DQG#ORQJHU#
OLYHG#SURMHFWV1

;19; ,Q#FRPSDULQJ#D#SXUFKDVH#WR#D#OHDVH/#D#WLPH#LQWHUYDO#RU#XQHTXDO#
OLYHV#GRHV#EHFRPH#D#FRQFHUQ1#0RVW#RI#WKH#OHDVHV#DUH#IRU#WKUHH#\HDUV1#$W#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 47<



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
WKH#HQG#RI#WKH#WKUHH#\HDUV#D#OHDVHG#FRPSXWHU#PXVW#EH#UHWXUQHG#WR#WKH#
OHVVRU1#,I#WKH#3URYLQFH#KDG#ERXJKW#WKDW#VDPH#FRPSXWHU/#LW#FRXOG#FRQWLQXH#
WR#XVH#LW#IRU#WKH#UHPDLQGHU#RI#LWV#XVHIXO#OLIH1#3HUKDSV#DQRWKHU#\HDU/#PD\EH#
ORQJHU1

;19< 7KLV#UDLVHV#WKH#TXHVWLRQ#WKHQ/#RI#ZKDW#WLPH#SHULRG#VKRXOG#RQH#
FRQVLGHU#DQG/#WKHUHIRUH/#ZKDW#UHVLGXDO#YDOXH#VKRXOG#WKH#DQDO\VW#XVH#LQ#WKH#
FDOFXODWLRQ"#,Q#VRPH#OHDVHV#ZH#H[DPLQHG/#WKH#OHDVHG#XQLWV#FDQ#EH#ERXJKW#
DW#WKH#HQG#RI#WKH#OHDVH#WHUP#EDVHG#RQ#D#EX\0RXW#RSWLRQ#QHJRWLDWHG#E\#WKH#
3URYLQFH1#,Q#WKHVH#FDVHV#RQH#PLJKW#VD\#WKH#EHVW#HVWLPDWH#RI#UHVLGXDO#YDOXH#
WKH#DQDO\VW#KDV#LV#WKH#SULFH#VWDWHG#LQ#WKH#EX\0RXW#RSWLRQ1#7KHQ#WKH#WZR#
DOWHUQDWLYHV#FDQ#EH#SODFHG#RQ#HTXDO#IRRWLQJ#E\#FRPSDULQJ#WKH#OHDVH#
SD\PHQW#VWUHDP#SOXV#WKH#HYHQWXDO#EX\0RXW#WR#WKH#FRVW#RI#SXUFKDVLQJ#WKH#
LWHP#DW#WKH#RXWVHW1

;1:3 $QRWKHU#PHWKRG#ZRXOG#EH#WR#PDWFK#WKH#FRVW#RI#OHDVLQJ#D#
FRPSXWHU#IRU#WKH#WKUHH0\HDU#WHUP#WR#WKH#FRVW#RI#SXUFKDVLQJ#WKH#FRPSXWHU#
DQG#WKHQ#GLVSRVLQJ#RI#LW#DW#WKH#HQG#RI#WKUHH#\HDUV1#7KH#UHOHYDQW#UHVLGXDO#
YDOXH#LQ#WKLV#FDVH#LV#ZKDW#YDOXH#WKH#3URYLQFH#FRXOG#JHW#RXW#RI#WKH#
FRPSXWHU#DW#WKH#HQG#RI#WKH#WKUHH0\HDU#SHULRG1#,W#FRXOG#EH#D#SULFH#WKH#
3URYLQFH#ZRXOG#JHW#E\#VHOOLQJ#D#XQLW#WR#D#WKLUG#SDUW\1#+7KLV#DSSHDUV#WR#EH#
WKH#PHWKRG#PRVW#RIWHQ#XVHG#E\#WKH#'HSDUWPHQW1,#2U#LW#FRXOG#EH#DQ#
LPSOLHG#YDOXH#IRU#SXWWLQJ#WKH#FRPSXWHU#WR#DQ#DOWHUQDWLYH#XVH#HOVHZKHUH#LQ#
JRYHUQPHQW1#%XW#ZKDWHYHU#WKH#FDVH/#ZH#UHWXUQ#WR#WKH#SULQFLSOH#RI#RXU#
VXE0FULWHULRQ=#WKH#UHVLGXDO#YDOXH#VKRXOG#EH#EDVHG#RQ#GRFXPHQWHG#
HYLGHQFH#DW#WKH#WLPH#RI#HQWHULQJ#WKH#FRQWUDFW1#,Q#WKH#DQDO\VLV#ZH#ORRNHG#
DW/#WKLV#ZDV#QRW#VR1#

;1:4 ,Q#PRVW#RI#LWV#DQDO\VLV#WKH#'HSDUWPHQW#XVHG#D#UHVLGXDO#YDOXH#RI#
43(#RI#WKH#SXUFKDVH#SULFH1#7KLV#ZDV#DQ#HVWLPDWH#RI#ZKDW#LW#FRXOG#VHOO#WKH#
FRPSXWHUV#IRU#DW#WKH#HQG#RI#WKUHH#\HDUV1#7KLV#PD\#RU#PD\#QRW#KDYH#EHHQ#
UHDVRQDEOH1#7KHUH#ZDV#QRWKLQJ#RQ#ILOH#WR#LQGLFDWH#WKH#VRXUFH#RI#WKLV#
HVWLPDWH1#:KHQ#WKLV#EHFDPH#WKH#VXEMHFW#RI#GLVFXVVLRQ#GXULQJ#RXU#DXGLW/#
WKH#'HSDUWPHQW#SURYLGHG#D#YDULHW\#RI#FXUUHQW#OLWHUDWXUH#UHJDUGLQJ#WKH#
UHVDOH#YDOXH#RI#FRPSXWHUV1

5HDVRQDEOH#EX\0RXW#RSWLRQV ;1:5 7KH#SROLF\#VWDWHV=

2QH#RI#WKH#SULQFLSDO#GLVDGYDQWDJHV#RI#OHDVH#ILQDQFLQJ#LV#WKDW#
WKH#OHVVHH#GRHV#QRW#RZQ#WKH#DVVHW>#DQ\#UHVLGXDO#YDOXH#DIWHU#WKH#
EDVLF#OHDVH#SHULRG#JRHV#WR#WKH#OHVVRU1

;1:6 2QH#RI#RXU#VXE0FULWHULD#LV=#

*LYHQ#WKDW#́ QRW#RZQLQJµ#LV#FLWHG#DV#D#GLVDGYDQWDJH#RI#OHDVLQJ/#
OHDVH#DJUHHPHQWV#VKRXOG#SURYLGH#D#EX\0RXW#RSWLRQ#DW#D#
UHDVRQDEOH#SULFH1

;1:7 :H#ZHUH#SOHDVHG#WR#ILQG#WKDW#IRXU#RI#WKH#VL[#OHDVHV#GLG#KDYH#D#
EX\0RXW#RSWLRQ/#DOWKRXJK#ZLWK#RQH#RI#WKHVH#ZH#GLG#KDYH#D#FRQFHUQ#DV#WR#
ZKHWKHU#RU#QRW#LW#ZDV#DW#D#´UHDVRQDEOH#SULFH1µ#,Q#WKDW#FDVH/#WKH#
483 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
'HSDUWPHQW#FRXOG#SXUFKDVH#WKH#HTXLSPHQW#DW#H[SLU\#IRU#WKH#ORZHU#RI#
55(#RI#WKH#RULJLQDO#FRVW#RU#IDLU#PDUNHW#YDOXH#DV#GHWHUPLQHG#E\#WKH#
OHVVRU1#,Q#IDFW/#DV#ZH#GLVFXVV#ODWHU#XQGHU#$FFRXQWLQJ#&RQVLGHUDWLRQV/#WKH#
'HSDUWPHQW#GLG#GHFLGH#WR#HIIHFWLYHO\#H[HUFLVH#WKH#RSWLRQ#DW#55(#LQ#4<<:1#

;1:8 ,W#ZRXOG#VHHP#LQ#KLQGVLJKW#WKDW#DOORZLQJ#WKH#OHVVRU#WR#GHWHUPLQH#
IDLU#PDUNHW#YDOXH#PLJKW#KDYH#SODFHG#WKH#'HSDUWPHQW#DW#D#GLVDGYDQWDJH1#
2QH#GHSDUWPHQWDO#GRFXPHQW#GDWHG#-XQH#4<<:#HVWLPDWHG#WKH#YDOXH#RI#WKH#
HTXLSPHQW#DW#49(1

;1:9 ,Q#VXFK#D#VLWXDWLRQ#LW#PD\#KDYH#EHHQ#EHQHILFLDO#WR#KDYH#DQ#
DUELWUDWRU#GHWHUPLQH#IDLU#PDUNHW#YDOXH1#7KH#'HSDUWPHQW#KDV#DFWXDOO\#
LQVWLWXWHG#VXFK#D#FODXVH#LQ#DQRWKHU#RI#LWV#OHDVHV1

$GYDQWDJHV#RI#RZQLQJ#QRW#
GRFXPHQWHG

;1:: $QRWKHU#RI#RXU#VXE0FULWHULD#LV#WKDW=#

&DUHIXO#FRQVLGHUDWLRQ#VKRXOG#EH#JLYHQ#WR#WKH#UHODWLYH#
DGYDQWDJHV#RI#RZQLQJ#YHUVXV#QRW#RZQLQJ#DQG#WKH#UHVXOWV#VKRXOG#
EH#GRFXPHQWHG#LQ#WKH#ILOHV1

;1:; :H#GLG#QRW#ILQG#DQ\#VXFK#GRFXPHQWDWLRQ#LQ#WKH#ILOHV1#:H#UHDOL]H#
ZH#KDYH#WKH#EHQHILW#RI#KLQGVLJKW/#EXW#LW#VHHPV#UDWKHU#XQIRUWXQDWH#WKDW#QR#
VXFK#GLVFXVVLRQ#ZDV#GRFXPHQWHG/#DW#OHDVW#LQ#WKH#FDVH#RI#WKH#RQH#OHDVH#WKH#
'HSDUWPHQW#DOUHDG\#ERXJKW#RXW1

;1:< :KHQ#WKH#OHDVH#ZDV#RULJLQDOO\#DSSURYHG#E\#WKH#%RDUG#RI#
0DQDJHPHQW/#WKH#%RDUG#0LQXWH#QRWHG#DSSURYDO#ZDV#FRQGLWLRQDO#RQ#
´QHJRWLDWLQJ#D#OHDVH#DUUDQJHPHQW#ZLWK#WKH#VXSSOLHU#ZKLFK#ZKHQ#
GLVFRXQWHG#RQ#D#SUHVHQW#YDOXH#EDVLV#LV#HTXDO#RU#OHVV#H[SHQVLYH#WKDQ#GLUHFW#
SXUFKDVH1µ#,Q#RWKHU#ZRUGV/#LW#ZDV#HQIRUFLQJ#WKH#UHTXLUHPHQWV#RI#3ROLF\#
$'09:341

;1;3 7KH#'HSDUWPHQW#GLG#D#SUHVHQW#YDOXH#DQDO\VLV#DQG#ZH#ZHUH#DEOH#WR#
UHYLHZ#D#FRS\1#7KH#'HSDUWPHQW#FDOFXODWHG#WKH#SUHVHQW#YDOXH#RI#WKH#OHDVH#
RSWLRQ#DW#'4/447/484#DV#RSSRVHG#WR#'4/447/868#IRU#WKH#SXUFKDVH#RSWLRQ1#
7KLV#ZDV#D#GLIIHUHQFH#RI#RQO\#'6;71

;1;4 )RU#D#OHDVH#RI#WKLV#PDJQLWXGH/#WKH#'HSDUWPHQW·V#RZQ#FDOFXODWLRQ#
RI#D#GLIIHUHQFH#RI#RQO\#'6;7#PHDQV#WKH#RSWLRQV#DUH#LQGLVWLQJXLVKDEOH1#
(YHQ#EDVHG#RQ#LWV#RZQ#QXPEHUV/#RQH#PLJKW#VD\#WKH#'HSDUWPHQW#JDYH#XS#
WKH#EHQHILWV#RI#RZQHUVKLS#IRU#RQO\#'6;71

;1;5 $V#GLVFXVVHG#HDUOLHU/#WKH#'HSDUWPHQW#H[HUFLVHG#WKH#EX\0RXW#
RSWLRQ#LQ#WKLV#OHDVH#LQ#4<<:#EHFDXVH#LW#GHHPHG#WKH#XQLWV#ZHUH#VWLOO#
YDOXDEOH#WR#LWV#SURJUDPV1#

;1;6 2QH#RI#WKH#PDMRU#IDFWRUV#LW#FRQVLGHUHG#LQ#H[HUFLVLQJ#WKH#EX\0RXW#
RSWLRQ#ZDV#LWV#HVWLPDWH#WKDW#LW#ZRXOG#FRVW#'733#SHU#XQLW#+RU#'453/333#LQ#
WRWDO,#WR#SUHSDUH/#SDFN#DQG#VKLS#WKH#XQLWV#EDFN#WR#WKH#OHVVRU1#7KLV#FRVW#
PD\#VHHP#KLJK/#EXW#WKH#'HSDUWPHQW#LQIRUPHG#XV#WKDW#HDFK#XQLW#ZRXOG#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 484



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
UHTXLUH#VLJQLILFDQW#WHFKQLFLDQ#WLPH#WR#HUDVH#FRQILGHQWLDO#PDWHULDO#IURP#WKH#
PHPRU\1#,Q#IDFW/#RQH#GHSDUWPHQWDO#GRFXPHQW#ZH#UHYLHZHG#HVWLPDWHG#WKH#
FRVW#HYHQ#KLJKHU#DW#DSSUR[LPDWHO\#'473/3331#

;1;7 ,Q#RXU#RSLQLRQ/#DW#WKH#WLPH#RI#WKH#RULJLQDO#SXUFKDVH#DQG#OHDVH#
GHFLVLRQ/#WKH#'HSDUWPHQW#VKRXOG#KDYH#NQRZQ#WKDW#WKH#FRPSXWHUV#ZHUH#
EHLQJ#SXW#WR#D#XVH#ZKLFK#FDUULHG#ZLWK#LW#VXFK#D#VLJQLILFDQW#FRVW#RI#GDWD#
WUDQVIHU1

4XDOLWDWLYH#IDFWRUV#QRW#
GRFXPHQWHG

;1;8 3ROLF\#$'09:34#GRHV#QRW#SURKLELW#D#GHSDUWPHQW#IURP#DFFHSWLQJ#
WKH#PRUH#H[SHQVLYH#RI#WKH#WZR#DOWHUQDWLYHV1#6HFWLRQ#8#QRWHV#WKDW#D#
FRPSDUDWLYH#DQDO\VLV#RI#FRVWV#LV#SHUIRUPHG#DV#´D#SDUWLDO#EDVLV#IRU#
GHFLVLRQ#PDNLQJ1µ#6HFWLRQ#:#DGGV=

7KH#DQDO\VLV#GRHV#QRW#SUHFOXGH#WKH#FRQVLGHUHG#MXGJHPHQW#DQG#
LQWXLWLRQ#RI#WKH#GHFLVLRQ#PDNHU#DV#WR#ZKLFK#LV#WKH#EHVW#FKRLFH#
IURP#WKH#VWDQGSRLQW#RI#H[SHULHQFH#DQG#NQRZOHGJH1#

;1;9 %DVHG#RQ#WKLV/#RQH#RI#RXU#VXE0FULWHULD#UHDGV#

2WKHU#NH\#IDFWRUV#VXFK#DV#´FRQVLGHUHG#MXGJHPHQWµ#RI#WKH#
GHFLVLRQ0PDNHU#VKRXOG#EH#DSSURSULDWHO\#GRFXPHQWHG#LQ#
GHSDUWPHQWDO#UHFRUGV1

;1;: ,Q#RQH#RI#WKH#OHDVHV#ZH#H[DPLQHG#WKH#'HSDUWPHQW#SURYLGHG#XV#
ZLWK#LQIRUPDWLRQ#LQGLFDWLQJ#WKDW#WKH#OHDVH#RI#FHUWDLQ#FRPSXWHUV#ZDV#
HVWLPDWHG#WR#FRVW#'7/:73#PRUH#WKDQ#SXUFKDVLQJ1#7KLV#ZDV#QRW#
LPPHGLDWHO\#DSSDUHQW#LQ#WKH#VXEPLVVLRQ#WR#WKH#%RDUG#RI#0DQDJHPHQW#DV#
WKH#'7/:73#H[FHVV#ZDV#FRPELQHG#ZLWK#WKH#'HSDUWPHQW·V#HVWLPDWHG#
VDYLQJV#RQ#DQRWKHU#OHDVH#ZLWK#D#WRWDOO\#VHSDUDWH#YHQGRU1#

;1;; ,Q#RXU#YLHZ/#WKLV#OHDVH#ZDV#DQ#RFFDVLRQ#ZKHUH#WKHVH#TXDOLWDWLYH#
IDFWRUV#VKRXOG#FOHDUO\#KDYH#EHHQ#GLVFXVVHG1#,I#WKHUH#ZHUH#YDOLG#UHDVRQV#
IRU#SURFHHGLQJ#ZLWK#WKLV#PRUH#H[SHQVLYH#OHDVH#RSWLRQ/#WKH#%RDUG#RI#
0DQDJHPHQW#DQG#RWKHU#GHFLVLRQ0PDNHUV#VKRXOG#KDYH#EHHQ#LQIRUPHG1

1R/#RU#OLPLWHG/#HYLGHQFH#RI#
UHYLHZ

;1;< 2QH#RI#RXU#FULWHULD#UHODWHV#WR#WKH#LPSRUWDQFH#RI#D#UHYLHZ#RI#
GRFXPHQWDWLRQ#VXSSRUWLQJ#D#GHFLVLRQ1#2XU#VXE0FULWHULRQ#VWDWHG=

7KH#UHFRPPHQGHG#GHFLVLRQ#DQG#WKH#VXSSRUWLQJ#GRFXPHQWDWLRQ#
VKRXOG#EH#VXEMHFWHG#WR#UHYLHZ#E\#DQ#DSSURSULDWH#VHQLRU#RIILFLDO#
+RU#RIILFLDOV,#WR#HQVXUH#WKH#QXPEHUV#XVHG#LQ#WKH#SUHVHQW#YDOXH#
FDOFXODWLRQ#DUH#DGHTXDWHO\#VXSSRUWHG#DQG#FKDOOHQJHG/#DQG#
WKDW#WKH#FDOFXODWLRQ#LV#GRQH#DFFXUDWHO\1

;1<3 7KLV#FULWHULRQ#LV#EDVHG#RQ#D#VHFWLRQ#RI#WKH#SROLF\#ZKLFK#VWDWHV=

#:KLOH#WKH#SUHVHQW#YDOXH#PHWKRG#ZLOO#LQGLFDWH#WKH#RSWLPXP#
H[SHQGLWXUH#GHFLVLRQ#RQ#DQ#HFRQRPLF#EDVLV/#WKH#DQVZHU#LV#RQO\#
DV#JRRG#DV#WKH#GDWD#LQSXW#WR#WKH#WHFKQLTXH1
485 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
;1<4 :H#SUHYLRXVO\#QRWHG#KRZ#WZR#WRWDOO\#VHSDUDWH#OHDVHV#ZHUH#
FRPELQHG#LQ#RQH#DQDO\VLV1

;1<5 :H#DUH#FRQFHUQHG#DERXW#WKH#IDFW#WKDW#WKH#'HSDUWPHQW#SURYLGHG#
WKH#%RDUG#RI#0DQDJHPHQW#ZLWK#DQ#DQDO\VLV#WKDW#FRPELQHG#WZR#GLVWLQFW#
WUDQVDFWLRQV1#,Q#LWV#VXEPLVVLRQ#WR#WKH#%RDUG#RI#0DQDJHPHQW/#WKH#
'HSDUWPHQW#SURMHFWHG#QHW#VDYLQJV#RI#OHDVLQJ#RYHU#SXUFKDVLQJ#RI#
'<57/656#IRU#WKH#WZR#OHDVHV#FRPELQHG1#

;1<6 ,Q#PRVW#RI#WKH#OHDVHV#ZH#H[DPLQHG#ZH#KDG#FRQFHUQV#WKDW#WKH#
GRFXPHQWDWLRQ#VXSSRUWLQJ#WKH#GHFLVLRQ#GLG#QRW#VHHP#WR#KDYH#HYLGHQFH#RI#
UHYLHZ1#,Q#WKLV#FDVH/#KRZHYHU/#ZH#QRWHG#WKDW#WKH#FRS\#RI#WKH#
'HSDUWPHQW·V#VXEPLVVLRQ#WR#WKH#%RDUG#RI#0DQDJHPHQW#FRQWDLQHG#D#
QXPEHU#RI#KDQG0ZULWWHQ#QRWHV#VKRZLQJ#HYLGHQFH#RI#VRPH#UHYLHZ#DQG2RU#
FRQVXOWDWLRQ1#7KH#QRWHV#LQGLFDWHG#VRPH#LQYROYHPHQW#E\#WKH#2IILFH#RI#WKH#
&RPSWUROOHU/#D#VHQLRU#ILQDQFLDO#RIILFHU#LQ#WKH#'HSDUWPHQW#RI#(GXFDWLRQ#
DQG#WKH#%XGJHWV#%UDQFK#RI#WKH#'HSDUWPHQW#RI#)LQDQFH1

;1<7 :H#ZHUH#VXUSULVHG#WKDW#RQ#WKH#GRFXPHQWV#UHYLHZHG/#QRW#RQH#
LQGLFDWLRQ#ZDV#DYDLODEOH#WKDW#DQ\#RI#WKHVH#RIILFLDOV#FKDOOHQJHG#WKH#IDFW#WKDW#
OHDVHV#ZHUH#EHLQJ#OXPSHG#WRJHWKHU#LQ#RQH#FDOFXODWLRQ1#1HLWKHU#ZDV#WKHUH#
DQ\#LQGLFDWLRQ#RQ#ILOH#WKDW#WKH#KXJH#QHW#VDYLQJV#IRUHFDVWHG#LQ#WKH#
'HSDUWPHQW·V#SUHVHQW#YDOXH#DQDO\VLV#ZHUH#TXHVWLRQHG1#7KH#'HSDUWPHQW·V#
VXEPLVVLRQ#WR#WKH#%RDUG#VKRZHG#VDYLQJV#RI#'<57/6564#RYHU#D#QHW#SUHVHQW#
YDOXH#RI#SXUFKDVLQJ#RI#'7/85</576#+URXJKO\#53(,1#1R#RQH#DSSHDUV#WR#
KDYH#GRFXPHQWHG#WKH#ORJLFDO#TXHVWLRQ#RI#KRZ#FDQ#OHDVLQJ#EH#VR#PXFK#
FKHDSHU#WKDQ#EX\LQJ1#1R#RQH#DVNHG#¶KRZ#FDQ#WKH#'HSDUWPHQW#EH#VDYLQJ#
53(·/#HVSHFLDOO\#VLQFH#WKH#H[SHFWDWLRQ#ZRXOG#EH#WKDW#WKH#OHVVRU#ZRXOG#
KDYH#D#KLJKHU#ILQDQFLQJ#UDWH#WKDQ#WKH#3URYLQFH1#1R#RQH#DSSHDUV#WR#KDYH#
GRFXPHQWHG#D#FRQFHUQ#WKDW#WKH#'HSDUWPHQW#ZDV#FRPSDULQJ#WKH#FRVW#RI#
OHDVLQJ#PDQ\#XQLWV#WR#WKH#FRVW#RI#SXUFKDVLQJ#RQH#XQLW#PDQ\#WLPHV1

;1<8 2Q#DQRWKHU#OHDVH#ZH#IRXQG#VRPH#HUURUV#DQG2RU#RPLVVLRQV#WKDW#
PD\#KDYH#EHHQ#GHWHFWHG#KDG#D#UHYLHZ#EHHQ#FRQGXFWHG#E\#DQ#DSSURSULDWH#
VHQLRU#RIILFLDO1#,Q#RQH#H[DPSOH/#DOUHDG\#PHQWLRQHG/#WKH#'HSDUWPHQW#
SUHGLFWHG#VDYLQJV#RI#'6;7#E\#OHDVLQJ#YHUVXV#RXWULJKW#SXUFKDVH1

;1<9 :H#UHYLHZHG#WKH#'HSDUWPHQW·V#SUHVHQW#YDOXH#FDOFXODWLRQ#DQG#
IRXQG#WZR#HUURUV1#7KH#SXUFKDVH#RSWLRQ#LQFOXGHG#44(#SURYLQFLDO#VDOHV#WD[#
ZKLOH#WKH#OHDVH#RSWLRQ#GLG#QRW1#,Q#DGGLWLRQ/#WKH#SUHVHQW#YDOXH#RI#WKH#OHDVH#
SD\PHQWV#ZDV#FDOFXODWHG#DV#LI#WKH#SD\PHQWV#ZHUH#GXH#DW#WKH#HQG#RI#WKH#
PRQWK1#3D\PHQWV#ZHUH#DFWXDOO\#GXH#DW#WKH#EHJLQQLQJ#RI#WKH#PRQWK1#7KHVH#
HUURUV#DPRXQWHG#WR#DSSUR[LPDWHO\#'463/333/#WXUQLQJ#WKH#'6;7#VDYLQJV#
LQWR#D#VLJQLILFDQW#ORVV1

41 ##2XU#FDOFXODWLRQV#VKRZHG#WKH#OHDVH#VDYLQJV#ZHUH#SUREDEO\#FORVHU#WR#'<3/3331#7KLV#LV#RQH#
FDVH#ZKHUH#WKH#WKUHH0\HDU#OHDVH#DSSHDUV#WR#VDYH#PRQH\1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 486



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
;1<: :H#KDYH#GLVFXVVHG#HDUOLHU#KRZ#WKLV#OHDVH#ZDV#ODWHU#ERXJKW#RXW#DW#
55(1#7KH#EX\RXW#ZDV#DFWXDOO\#DUUDQJHG#E\#D#WKLUG#SDUW\#YHQGRU#ZKR#RQ#
4#2FWREHU#4<<:#SDFNDJHG#WKH#55(#EX\RXW#ZLWK#D#VHSDUDWH#OHDVH#RI#597#
VHUYHUV#DQG#5:4#ZRUNVWDWLRQV1#7KH#OHDVLQJ#FRPSDQ\#ILQDQFHG#WKLV#QHZ#
OHDVH#RI#597#VHUYHUV#DQG#5:4#ZRUNVWDWLRQV#DQG/#LQ#DGGLWLRQ/#SXUFKDVHG#
WKH#XVHG#VHUYHUV#DQG#ZRUNVWDWLRQV#WR#OHDVH#EDFN#WR#WKH#'HSDUWPHQW1#7KLV#
ROG#OHDVH#ZDV#GXH#WR#H[SLUH#LQ#'HFHPEHU#4<<:1

;1<; 7KLV#FRPELQHG#OHDVH#ZDV#DFWXDOO\#WZR#WUDQVDFWLRQV1#6LPLODU#WR#
WKH#SUHYLRXV#FDVH/#WKH\#ZHUH#FRPELQHG#LQ#D#VXEPLVVLRQ#E\#WKH#
'HSDUWPHQW#WR#WKH#%RDUG#RI#0DQDJHPHQW1

;1<< 7KH#%RDUG#RI#0DQDJHPHQW#JDYH#DXWKRUL]DWLRQ#RQ#49#-XO\#4<<:#WR#
WKH#'HSDUWPHQW#WR#EX\#RXW#WKH#ROG#OHDVH#DQG#OHDVH#WKH#QHZ#HTXLSPHQW#LQ#
WKLV#FRPELQHG#OHDVH/#EDVHG#RQ#SURMHFWHG#QHW#VDYLQJV#RI#OHDVLQJ#RYHU#
SXUFKDVLQJ#RI#'9</9<71#$V#ZH#KDYH#HDUOLHU#QRWHG/#WKLV#FRPELQDWLRQ#
DSSURDFK#REVFXUHV#YDOXDEOH#LQIRUPDWLRQ#LQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV1

;1433 $FFRUGLQJ#WR#RXU#XQGHUVWDQGLQJ#RI#WKH#HYHQWV/#WKH#QHZ#OHVVRU#
SDLG#WKH#55(#UHVLGXDO#YDOXH#DV#UHTXLUHG#LQ#WKH#FRQGLWLRQV#RI#WKH#ROG#
OHDVH1#,W#DOVR#PDGH#D#SD\PHQW#WR#WKH#ILUVW#OHVVRU#RI#'488/333#ZKLFK#
UHSUHVHQWHG#SULQFLSDO#DQG#ORVW#LQWHUHVW#IRU#IRXU#PRQWKV#UHPDLQLQJ#LQ#WKH#
RULJLQDO#OHDVH1#,W#ZDV#HIIHFWLYHO\#EX\LQJ#RXW#WKH#OHDVH/#HDUO\/#RQ#WKH#
'HSDUWPHQW·V#EHKDOI1#

;1434 7KLV#VHWWOHPHQW#DSSHDUV#H[FHVVLYH1#+DG#WKH#'HSDUWPHQW#
FRQWLQXHG#SD\LQJ#IRU#WKH#UHPDLQLQJ#OHDVH#WHUP/#LW#ZRXOG#KDYH#SDLG#RQO\#
'438/8461#7KHQ#WKH#'HSDUWPHQW#FRXOG#KDYH#H[HUFLVHG#WKH#VDPH#55(#
EX\0RXW#RI#'575/36<#+RU#SHUKDSV#HYHQ#D#ORZHU#UDWH#JLYHQ#LWV#HVWLPDWH#WKDW#
WKH#FRPSXWHUV#ZHUH#ZRUWK#49(#RI#WKH#RULJLQDO#SULFH,1#7KHUHIRUH/#WKH#
FRVW#RI#ZDLWLQJ#WR#WKH#HQG#RI#WKH#OHDVH#WR#EX\#WKH#FRPSXWHUV#ZRXOG#KDYH#
EHHQ#'67:/8851#7KLV#LV#DERXW#'83/333#OHVV#WKDQ#WKH#VDOH#SULFH#WR#WKH#QHZ#
OHDVLQJ#FRPSDQ\#RI#'6<:/4;<1#7KLV#LV#QRW#GXH#UHJDUG#IRU#HFRQRP\1#$#
ZDLW#RI#IRXU#PRQWKV#ZRXOG#KDYH#VDYHG#FRQVLGHUDEOH#IXQGV1#

;1435 $JDLQ/#ZH#UHWXUQ#WR#RXU#SRLQW#LQ#WKLV#VHFWLRQ1#$#UHYLHZ#PD\#KDYH#
TXHVWLRQHG#VRPH#RI#WKH#NH\#DVVXPSWLRQV#LQ#WKLV#FDVH1

/RRNLQJ#DKHDG ;1436 ,Q#RXU#RSLQLRQ/#WKH#DQDO\VLV#UHTXLUHG#LQ#SROLF\#$'09:34#´3UHVHQW#
9DOXH#$QDO\VLV#RI#([SHQGLWXUH#'HFLVLRQVµ#ZDV#QRW#DGHTXDWHO\#
SHUIRUPHG#LQ#WKH#OHDVHV#ZH#KDYH#H[DPLQHG1#$OWKRXJK#WKH#'HSDUWPHQW#
FDUULHG#RXW#D#QXPEHU#RI#SUHVHQW#YDOXH#DQDO\VHV/#HDFK#OHDVH#H[DPLQHG#GLG#
QRW#PHHW#D#QXPEHU#RI#WKH#SULQFLSOHV#VHW#RXW#LQ#WKH#SROLF\1

;1437 7KH#SROLF\#SURYLGHV#H[FHOOHQW#JXLGDQFH#WR#GHSDUWPHQWV#E\#
UHTXLULQJ#´D#FRPSDUDWLYH#DQDO\VLV#RI#FRVWV111111DV#D#SDUWLDO#EDVLV#IRU#
GHFLVLRQ#PDNLQJ1µ#+RZHYHU/#LI#WKLV#DQDO\VLV#LV#QRW#FDUULHG#RXW/#
GHSDUWPHQWV#UXQ#D#ULVN#RI#XQHFRQRPLFDO#GHFLVLRQV1#%DVHG#RQ#RXU#
487 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
FDOFXODWLRQV/#LQ#DOPRVW#HYHU\#FDVH#OHDVLQJ#SURYHG#PRUH#H[SHQVLYH#WKDQ#
EX\LQJ1

;1438 7KLV#ILQGLQJ#LV#FRQVLVWHQW#ZLWK#WKH#&RPSWUROOHU·V#4<<8#UHYLHZ1#,Q#
WKH#VHFWLRQ#´.H\#)LQGLQJVµ#WKH#&RPSWUROOHU#VWDWHG=

)RU#HDFK#DVVHW#FDWHJRU\#H[DPLQHG/#OHDVLQJ2UHQWDO#GHFLVLRQV#
ZHUH#QRW#FRVW#HIIHFWLYH1#:KHQ#FRPSDUHG#WR#EXLOG2SXUFKDVH#
RSWLRQV/#OHDVH2UHQWDOV#OHG#WR#KLJKHU#FXPXODWLYH#EXGJHW#
H[SHQGLWXUHV#DQG#QHW#GHEW#WR#WKH#3URYLQFH#RYHU#WKH#XVHIXO#OLIH#
RI#WKH#DVVHW1

3XUFKDVH#YHUVXV#OHDVH2UHQW#RSWLRQV#VKRXOG#EH#IXOO\#DQDO\]HG/#
GHWHUPLQLQJ#WKH#FRVW#WR#JRYHUQPHQW#RYHU#WKH#XVHIXO#OLIH#RI#WKH#
DVVHW#XVLQJ#SUHVHQW#YDOXH#DQDO\VLV1

;1439 7KH#&RPSWUROOHU#ZHQW#RQ#WR#UHFRPPHQG=

$GPLQLVWUDWLRQ#0DQXDO#3ROLF\#1XPEHU#$'09:34#´3UHVHQW#
9DOXH#$QDO\VLV#RI#([SHQGLWXUH#'HFLVLRQVµ#VKRXOG#EH#VWULFWO\#
HQIRUFHG#DQG#SURYLGH#WKH#EDVLV#IRU#DQDO\VLV#DQG#FRVW#HIIHFWLYH#
GHFLVLRQ0PDNLQJ1

;143: /HW#XV#ORRN#DW#VRPH#RI#WKH#NH\#VXE0FULWHULD#EDVHG#RQ#WKH#SROLF\#
ZKHUH#ZH#IRXQG#ZHDNQHVVHV#LQ#FRPSOLDQFH=#

• 7KH#LQWHUHVW#UDWH#LPSOLFLW#LQ#WKH#OHDVH#VKRXOG#EH#FOHDUO\#GRFXPHQWHG#
DQG#YHULILDEOH#WR#DOORZ#WKH#'HSDUWPHQW#WR#GHWHUPLQH#LI#WKH#OHDVH#
RIIHUV#D#ILQDQFLQJ#DGYDQWDJH#RYHU#WKH#3URYLQFH·V#ILQDQFLQJ#UDWH1
²#2QO\#WZR#RI#WKH#VL[#OHDVHV#KDG#FOHDU#GRFXPHQWDWLRQ#LQ#WKLV#UHVSHFW1

• $Q#RXWULJKW#SXUFKDVH#FRVW#VKRXOG#EH#GHWHUPLQHG#IRU#WKH#VDPH#DVVHW#RU#
DVVHWV#DV#VSHFLILHG#LQ#WKH#OHDVH#SURSRVDO1#²#7KLV#ZDV#RQO\#GRQH#LQ#RQH#
RI#WKH#VL[#OHDVHV1#,Q#WZR#RWKHUV/#WKH#'HSDUWPHQW#KDG#D#UHFHQW#
SXUFKDVH#SULFH#EXW#GLG#QRW#XVH#LW#LQ#WKH#DQDO\VLV1

• 7KH#UHVLGXDO#YDOXH#VKRXOG#EH#EDVHG#RQ#GRFXPHQWHG#HYLGHQFH#DW#WKH#
WLPH#RI#HQWHULQJ#WKH#FRQWUDFW1#²#,Q#PRVW#FDVHV#UHVLGXDO#YDOXH#ZDV#VHW#
DW#43(#ZLWKRXW#DQ\#VXSSRUWLQJ#GRFXPHQWDWLRQ#RQ#ILOH1#7KH#QXPEHU#
PD\#ZHOO#KDYH#EHHQ#UHDVRQDEOH1#,W#MXVW#ZDVQ·W#VXSSRUWHG1

• &DUHIXO#FRQVLGHUDWLRQ#VKRXOG#EH#JLYHQ#WR#WKH#UHODWLYH#DGYDQWDJHV#RI#
RZQLQJ#YHUVXV#QRW#RZQLQJ#DQG#WKH#UHVXOWV#VKRXOG#EH#GRFXPHQWHG#LQ#
WKH#ILOHV1#²#$V#GLVFXVVHG/#WKLV#ZDV#QRW#GRQH1

• *LYHQ#WKDW#´QRW#RZQLQJµ#LV#FLWHG#DV#D#GLVDGYDQWDJH#RI#OHDVLQJ/#OHDVH#
DJUHHPHQWV#VKRXOG#SURYLGH#D#EX\0RXW#RSWLRQ#DW#D#UHDVRQDEOH#SULFH1
#²#)RXU#RI#WKH#VL[#OHDVHV#GLG#KDYH#EX\0RXWV1

• 2WKHU#NH\#IDFWRUV#VXFK#DV#´FRQVLGHUHG#MXGJHPHQWµ#RI#WKH#GHFLVLRQ0
PDNHU#VKRXOG#EH#DSSURSULDWHO\#GRFXPHQWHG#LQ#GHSDUWPHQWDO#UHFRUGV1#
²#7KH#'HSDUWPHQW#GLG#QRW#EHOLHYH#WKLV#WR#EH#D#UHTXLUHPHQW#RI#
$'09:34#DQG#WKHUHIRUH#H[FOXGHG#LW#IURP#WKH#GLVFXVVLRQ1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 488



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
;143; $#FRQVLVWHQW#WKHPH#LQ#WKLV#FKDSWHU#LV#WKH#GHILFLHQFLHV#LQ#WKH#
TXDOLW\#RI#WKH#VXSSRUWLQJ#DQDO\VLV#EHKLQG#GHFLVLRQV1#)RU#LQVWDQFH/#LI#WKH#
SXUFKDVH#RSWLRQ#LV#WR#EH#FOHDUO\#H[DPLQHG/#D#GHSDUWPHQW#VKRXOG#JHW#D#
TXRWH#IURP#WKH#VXSSOLHU#IRU#WKH#VDPH#QXPEHU#RI#XQLWV#LW#LQWHQGV#WR#OHDVH1#
1RW#RQO\#GRHV#WKLV#SURYLGH#WKH#GHSDUWPHQW#ZLWK#WKH#LQIRUPDWLRQ#LW#QHHGV#
WR#GR#D#SURSHU#DQDO\VLV/#LW#DOVR#DOORZV#LW#WR#FOHDUO\#VHSDUDWH#WKH#
DFTXLVLWLRQ#GHFLVLRQ#IURP#WKH#ILQDQFLQJ#GHFLVLRQ1#7KLV#ILQDQFLQJ#LVVXH#
OHDGV#GLUHFWO\#WR#DQRWKHU#SRLQW1#7KH#GHSDUWPHQW#VKRXOG#NQRZ#WKH#LPSOLFLW#
LQWHUHVW#UDWH#LQ#WKH#OHDVH#VR#LW#FDQ#FRPSDUH#WKH#OHVVRU·V#ILQDQFLQJ#UDWH#WR#
WKDW#RI#WKH#3URYLQFH1

;143< $QRWKHU#LPSRUWDQW#DUHD#LV#GLVFXVVLRQ#RI#TXDOLWDWLYH#IDFWRUV1#:H#
EHOLHYH#D#GHSDUWPHQW#VKRXOG#FOHDUO\#GRFXPHQW#WKH#RWKHU#TXDOLWDWLYH#
IDFWRUV#WKDW#LQIOXHQFH#WKH#GHFLVLRQ1#6HQVLWLYLW\#DQDO\VLV#VKRXOG#EH#FDUULHG#
RXW#WR#DOORZ#GHFLVLRQ0PDNHUV#WR#XQGHUVWDQG#WKH#LPSDFW#RI#YDULRXV#
HVWLPDWHV1#

;1443 ,W#VHHPV#TXLWH#VLPSOH#LQ#SULQFLSOH/#\HW#DV#WKH#'HSDUWPHQW#RI#
(GXFDWLRQ#KDV#LQIRUPHG#XV/#LW#LV#VRPHWLPHV#GLIILFXOW#WR#PHHW#DOO#WKH#
SULQFLSOHV#RI#SURSHUO\#GRFXPHQWLQJ#GHFLVLRQ0PDNLQJ#LQ#WKH#IDFH#RI#
YDULRXV#SUHVVXUHV#WR#GR#WKLQJV#TXLFNO\1#

;1444 2Q#WKH#RWKHU#KDQG/#WKH#SUHVVXUHV#RI#WKH#KHFWLF#DGPLQLVWUDWLYH#DQG#
SURJUDP#HQYLURQPHQW#ZRXOG#VHHP#WR#PDNH#SROLF\#$'09:34#HYHQ#PRUH#
UHOHYDQW1#7KH#ULJRXU#LPSRVHG#E\#WKH#UHTXLUHPHQWV#RI#WKH#SROLF\#ZRXOG#
DGG#D#TXDOLW\#DQG#FRQVLVWHQF\#WR#WKH#VXSSRUWLQJ#DQDO\VLV#EHKLQG#WKH#
GHFLVLRQV1#7KH#GHFLVLRQ0PDNHUV#VKRXOG#KDYH#FRQILGHQFH#WKDW#WKH#
UHFRPPHQGDWLRQV#ZHUH#VXSSRUWHG#E\#D#PHDQLQJIXO#DQDO\VLV#FRQVLVWHQW#
ZLWK#WKH#UHTXLUHPHQWV#RI#WKH#SROLF\1#%HFDXVH#RI#WKH#LQKHUHQW#YDOXH#RI#
SROLF\#$'09:34/#ZH#PDGH#WKH#IROORZLQJ#UHFRPPHQGDWLRQV1

5HFRPPHQGDWLRQV ;1445 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#RI#(GXFDWLRQ#UHYLHZ#WKH#
UHTXLUHPHQWV#RI#SROLF\#$'09:34#WR#HQVXUH#WKDW#WKH#NH\#HOHPHQWV#RI#
WKH#SROLF\#DUH#FRPSOLHG#ZLWK#LQ#IXWXUH#OHDVLQJ#GHFLVLRQV1#:H#
VXJJHVWHG#WKDW#RXU#VXE0FULWHULD#EH#XVHG#DV#DQ#LQSXW#WR#WKLV#UHYLHZ1

;1446 7KLV#OHDGV#WR#VHYHUDO#PRUH#VSHFLILF#UHFRPPHQGDWLRQV1

;1447 :H#UHFRPPHQGHG#WKDW#LQ#IXWXUH#OHDVH#YHUVXV#SXUFKDVH#
GHFLVLRQV=

• DQ#RXWULJKW#SXUFKDVH#FRVW#EH#GHWHUPLQHG#IRU#WKH#VDPH#DVVHW#RU#
DVVHWV#DV#VSHFLILHG#LQ#WKH#OHDVH#SURSRVDO>#

• WKH#UHVLGXDO#YDOXH#VKRXOG#EH#EDVHG#RQ#GRFXPHQWHG#HYLGHQFH#DW#
WKH#WLPH#RI#HQWHULQJ#WKH#FRQWUDFW>

• FDUHIXO#FRQVLGHUDWLRQ#VKRXOG#EH#JLYHQ#WR#WKH#UHODWLYH#DGYDQWDJHV#
RI#RZQLQJ#YHUVXV#QRW#RZQLQJ#DQG#WKH#UHVXOWV#VKRXOG#EH#
GRFXPHQWHG#LQ#WKH#ILOHV>
489 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
• WKH#DQDO\VW#VKRXOG#XVH#VHQVLWLYLW\#DQDO\VLV#WR#SURYLGH#DQ#
LPPHGLDWH#ILQDQFLDO#PHDVXUH#RI#SRVVLEOH#YDULDQFHV#LQ#IRUHFDVWLQJ>

• RWKHU#NH\#IDFWRUV#VXFK#DV#WKH#´FRQVLGHUHG#MXGJHPHQWµ#RI#WKH#
GHFLVLRQ0PDNHU#VKRXOG#EH#DSSURSULDWHO\#GRFXPHQWHG#LQ#
GHSDUWPHQWDO#UHFRUGV>#DQG

• WKH#UHFRPPHQGHG#GHFLVLRQ#DQG#WKH#VXSSRUWLQJ#GRFXPHQWDWLRQ#
VKRXOG#EH#VXEMHFWHG#WR#UHYLHZ#E\#DQ#DSSURSULDWH#VHQLRU#RIILFLDO#
+RU#RIILFLDOV,#WR#HQVXUH#WKH#QXPEHUV#XVHG#LQ#WKH#SUHVHQW#YDOXH#
FDOFXODWLRQ#DUH#DGHTXDWHO\#VXSSRUWHG#DQG#FKDOOHQJHG/#DQG#WKDW#
WKH#FDOFXODWLRQ#LV#GRQH#DFFXUDWHO\1

;1448 7R#FRYHU#WKRVH#FDVHV#ZKHUH#WKH#'HSDUWPHQW#GHFLGHV#WR#OHDVH/#ZH#
DGGHG#D#IXUWKHU#UHFRPPHQGDWLRQ1

;1449 :H#UHFRPPHQGHG#WKDW#DOO#OHDVH#DJUHHPHQWV#VKRXOG#SURYLGH#D#
EX\0RXW#RSWLRQ#DW#D#UHDVRQDEOH#SULFH1#&RQVLGHUDWLRQ#VKRXOG#EH#JLYHQ#
WR#VXFK#IDFWRUV#DV#GLVSXWH#UHVROXWLRQ#DQG#XVLQJ#DQ#DUELWUDWRU#WR#
GHWHUPLQH#IDLU#PDUNHW#YDOXH1

;144: 'XULQJ#RXU#GLVFXVVLRQV#ZLWK#WKH#'HSDUWPHQW/#ZH#IRXQG#D#IDLUO\#
KLJK#DFFHSWDQFH#RI#RXU#VXE0FULWHULD1#7KH#'HSDUWPHQW#DSSHDUHG#
VXSSRUWLYH#RI#DGGLQJ#D#VWDQGDUG#FKHFNOLVW#WR#WKH#SROLF\1#7KLV#ZRUNLQJ#
SDSHU#ZRXOG#OLVW#NH\#UHTXLUHPHQWV#RI#WKH#SROLF\#DQG#D#VHQLRU#ILQDQFLDO#
RIILFHU#RU#RWKHU#NH\#RIILFLDO#FRXOG#VLJQ#LW#RII1#7KLV#ZRXOG#HQVXUH#WKH#
GHSDUWPHQW#SURSHUO\#GRFXPHQWHG#LWV#SUHVHQW#YDOXH#DQDO\VLV#RI#
H[SHQGLWXUH#GHFLVLRQV1

;144; :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#RI#(GXFDWLRQ#GHYHORS#D#
VWDQGDUG#ZRUNLQJ#SDSHU#RU#FKHFNOLVW#WR#DVVLVW#LQ#WKH#LPSOHPHQWDWLRQ#
RI#SROLF\#$'09:341

$FFRXQWLQJ#
&RQVLGHUDWLRQV

3ROLF\#UHTXLUHPHQWV

;144< 2XU#VHFRQG#FULWHULRQ#UHIHUV#WR#WKH#DSSURSULDWHQHVV#RI#WKH#
DFFRXQWLQJ#FODVVLILFDWLRQ1#6HFWLRQ#$'09536#LQ#WKH#3URYLQFH·V#
$GPLQLVWUDWLRQ#0DQXDO#VHWV#RXW#WKH#3URYLQFH·V#SROLF\#IRU#FODVVLILFDWLRQ#
RI#H[SHQGLWXUHV1#7KH#SROLF\#GUDZV#RQ#&,&$#UHFRPPHQGDWLRQV#WR#GHILQH#
ZKHQ#D#OHDVH#VKRXOG#EH#DFFRXQWHG#IRU#DV#D#FDSLWDO#OHDVH1#7KDW#LV/#LI#
VXEVWDQWLDOO\#DOO#WKH#EHQHILWV#DQG#ULVNV#RI#RZQHUVKLS#RI#WKH#DVVHW#WUDQVIHU#
WR#WKH#3URYLQFH/#WKH#3URYLQFH#KDV#HIIHFWLYHO\#SXUFKDVHG#WKH#DVVHW#DQG#WKH#
DFFRXQWLQJ#VKRXOG#GLVFORVH#WKLV1#7KUHH#LQGLFDWRUV#RI#WKLV#WUDQVIHU#DUH=

• WKHUH#LV#D#UHDVRQDEOH#DVVXUDQFH#WKH#3URYLQFH#ZLOO#REWDLQ#RZQHUVKLS#DW#
WKH#HQG#RI#WKH#OHDVH>

• WKH#OHDVH#WHUP#LV#VXFK#WKDW#WKH#3URYLQFH#ZLOO#UHFHLYH#VXEVWDQWLDOO\#DOO#
WKH#HFRQRPLF#EHQHILWV#IURP#WKH#OHDVHG#HTXLSPHQW1#7KLV#LV#GHHPHG#WR#
EH#WKH#FDVH#LI#WKH#OHDVH#WHUP#LV#:8(#RU#PRUH#RI#WKH#HFRQRPLF#OLIH#RI#
WKH#HTXLSPHQW>#DQG#

• WKH#OHDVH#FRQGLWLRQV#DUH#VXFK#WKDW#WKH#OHDVLQJ#FRPSDQ\#LV#DVVXUHG#RI#
UHFRYHULQJ#LWV#LQYHVWPHQW#LQ#WKH#HTXLSPHQW#GXULQJ#WKH#OLIH#RI#LWV#OHDVH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 48:



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
DJUHHPHQW#ZLWK#WKH#3URYLQFH1#7KLV#LV#GHHPHG#WR#EH#WKH#FDVH#ZKHQ#WKH#
SUHVHQW#YDOXH#RI#WKH#OHDVH#SD\PHQWV#LV#<3(#RU#PRUH#RI#WKH#IDLU#
PDUNHW#YDOXH#RI#WKH#DVVHW1
#

6HYHUDO#OHDVHV#FODVVLILHG#
LQFRUUHFWO\

;1453 $OO#RI#WKH#OHDVHV#ZH#H[DPLQHG#ZHUH#FODVVLILHG#DV#RSHUDWLQJ#OHDVHV#
E\#WKH#UHVSHFWLYH#GHSDUWPHQWV1#,Q#RXU#RSLQLRQ/#KRZHYHU/#VHYHUDO#RI#WKH#
OHDVHV#DUH#FDSLWDO#LQ#QDWXUH1

7RR#ODWH#WR#FRUUHFW#WKUHH#OHDVHV ;1454 ,Q#WKH#FDVH#RI#WKH#'HSDUWPHQW#RI#$JULFXOWXUH#DQG#5XUDO#
'HYHORSPHQW#ZH#H[DPLQHG#DQG#GLVFXVVHG#WKH#WZR#OHDVLQJ#WUDQVDFWLRQV1#
7KH#ILUVW#ZDV#WKH#IRXU0\HDU#OHDVH#IRU#WKH#UDGLDO#VSHFWURPHWHU#ILQDOL]HG#LQ#
0DUFK#4<<:#ZLWK#D#QHW#SUHVHQW#YDOXH#RI#DSSUR[LPDWHO\#'473/3331#7KH#
VHFRQG#ZDV#WKH#WKUHH0\HDU#OHDVH#IRU#WKH#LQIUD0UHG#DQDO\]HU#ILQDOL]HG#LQ#
-XQH#4<<:#ZLWK#D#QHW#SUHVHQW#YDOXH#RI#DSSUR[LPDWHO\#'553/3331

;1455 7KH#3URYLQFH·V#SROLF\#VD\V#WKDW#D#OHDVH#VKRXOG#EH#FODVVLILHG#DV#D#
FDSLWDO#OHDVH#LI#´WKHUH#LV#D#UHDVRQDEOH#DVVXUDQFH#WKDW#WKH#OHVVHH#ZLOO#REWDLQ#
RZQHUVKLS#RI#WKH#OHDVHG#SURSHUW\#E\#WKH#HQG#RI#WKH#OHDVH#WHUP1µ#%RWK#
WKHVH#OHDVHV#HQG#ZLWK#WKH#RZQHUVKLS#RI#WKH#HTXLSPHQW#DXWRPDWLFDOO\#
WUDQVIHUULQJ#WR#WKH#'HSDUWPHQW1#7KH#HTXLSPHQW#SXUFKDVHV#DUH#FDSLWDO#LQ#
QDWXUH#DQG#WKH\#VKRXOG#WKHUHIRUH#KDYH#EHHQ#DFFRXQWHG#IRU#DV#FDSLWDO#
OHDVHV#DQG#FDSLWDO#H[SHQGLWXUHV1

;1456 :H#HQFRXQWHUHG#D#VLPLODU#VLWXDWLRQ#LQ#WKH#'HSDUWPHQW#RI#
0XQLFLSDOLWLHV#DQG#+RXVLQJ1#,Q#$SULO#4<<8#WKH#'HSDUWPHQW#HQWHUHG#LQWR#
WKH#ILYH0\HDU#OHDVH#DJUHHPHQW#IRU#D#FRPSXWHU#V\VWHP#IRU#WKH#(PHUJHQF\#
0HDVXUHV#2UJDQL]DWLRQ#+(02,1#7KH#V\VWHP#KDG#D#SUHVHQW#YDOXH#RI#
DSSUR[LPDWHO\#'4:8/3331

;1457 $FFRUGLQJ#WR#WKH#SROLF\/#D#OHDVH#VKRXOG#EH#FODVVLILHG#DV#D#FDSLWDO#
OHDVH#LI#VXEVWDQWLDOO\#DOO#WKH#ULVNV#RI#RZQHUVKLS#RI#WKH#DVVHW#WUDQVIHUV#DV#D#
UHVXOW#RI#WKH#OHDVH1#2QH#RI#WKH#LQGLFDWRUV#RI#ULVN#WUDQVIHU#LV#WKDW#WKH#
SUHVHQW#YDOXH#RI#WKH#OHDVH#SD\PHQWV#LV#<3(#RU#PRUH#RI#WKH#IDLU#PDUNHW#
YDOXH#RI#WKH#DVVHW1#2XU#FDOFXODWLRQV#VKRZ#WKDW#WKH#SUHVHQW#YDOXH#RI#WKH#
OHDVH#SD\PHQWV#LV#DFWXDOO\#PRUH#WKDQ#443(#RI#WKH#RULJLQDO#IDLU#PDUNHW#
YDOXH#RI#WKH#DVVHW1#)RU#WKLV#UHDVRQ#ZH#EHOLHYH#WKH#OHDVH#VKRXOG#KDYH#EHHQ#
DFFRXQWHG#IRU#DV#D#FDSLWDO#OHDVH1

;1458 7KH#SURSHU#WUHDWPHQW#RI#FDSLWDO#OHDVHV#UHTXLUHV#WKH#SUHVHQW#YDOXH#
RI#WKH#OHDVH#SD\PHQWV#WR#EH#H[SHQVHG#ZKHQ#WKH#OHDVH#LV#HQWHUHG#LQWR1#
,QVWHDG/#WKH#'HSDUWPHQW#LV#H[SHQVLQJ#WKH#OHDVH#SD\PHQWV#ZKHQ#WKH\#DUH#
PDGH#RYHU#WKH#ILYH0\HDU#OHDVLQJ#SHULRG1#7KLV#FDXVHG#DQ#XQGHUVWDWHPHQW#
RI#RUGLQDU\#H[SHQVHV#RI#DERXW#'473/333#LQ#4<<80<9#DQG#DQ#RYHUVWDWHPHQW#
RI#H[SHQGLWXUHV#RI#DERXW#'68/333#LQ#ILVFDO#\HDUV#4<<90<:#WKURXJK#
4<<<053331

;1459 ,Q#ERWK#RI#WKHVH#GHSDUWPHQWV#ZH#QRWHG#WKDW#D#VLJQLILFDQW#SRUWLRQ#
RI#WKH#WHUPV#RI#WKH#OHDVHV#KDG#DOUHDG\#H[SLUHG1#*LYHQ#WKDW/#ZH#FRQFOXGHG#
WKHUH#LV#SUREDEO\#QRW#PXFK#WKDW#FDQ#EH#GRQH#WR#PHDQLQJIXOO\#FRUUHFW#WKH#
48; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
DFFRXQWLQJ#HUURUV1#7KHUH#PXVW/#KRZHYHU/#EH#FRQWUROV#SXW#LQ#SODFH#WR#
HQVXUH#WKDW#JRYHUQPHQW#SROLF\#LV#IROORZHG1#7KHUHIRUH/#ZH#PDGH#WKH#
IROORZLQJ#UHFRPPHQGDWLRQ#WR#ERWK#GHSDUWPHQWV1

5HFRPPHQGDWLRQ ;145: :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#WDNH#DSSURSULDWH#
VWHSV#WR#HQVXUH#WKDW#JRYHUQPHQW#SROLF\#$'09536#LV#IROORZHG1

'HSDUWPHQW#RI#$JULFXOWXUH#
UHVSRQVH

;145; :H#DJUHH#WKDW#3ROLF\#$'09536#ZDV#LQDGYHUWHQWO\#RYHUORRNHG#DQG#
VKRXOG#DQ\#SXUFKDVHV#RI#WKLV#QDWXUH#RFFXU#LQ#IXWXUH/#ZH#ZLOO#HQVXUH#WKDW#
WKH#3ROLF\#LV#DGKHUHG#WR#DQG#WKH#SXUFKDVHV#DUH#FDSLWDOL]HG1

;145< -XVW#WR#FODULI\#RXU#GHFLVLRQ#WR#OHDVH0SXUFKDVH/#WKLV#FDPH#DERXW#DV#
D#UHVXOW#RI#D#EXGJHW#SUREOHP#LQ#WKDW#IXQGV#GLG#QRW#H[LVW#WR#RXWULJKW#
SXUFKDVH#WKHVH#WZR#ODUJH#SLHFHV#RI#ODERUDWRU\#HTXLSPHQW1#,Q#WKH#FDVH#RI#
WKH#HTXLSPHQW#IRU#WKH#6RLOV#/DERUDWRU\/#WKLV#ZDV#PRUH#RU#OHVV#DQ#
HPHUJHQF\#RU#XUJHQW#SXUFKDVH#EHFDXVH#WKH#ROG#HTXLSPHQW#FHDVHG#WR#
IXQFWLRQ#DQG#ZDV#GHHPHG#QRW#ZRUWK#UHSDLULQJ1

;1463 7KH#'DLU\#/DERUDWRU\#$QDO\]HU#OHDVH0SXUFKDVH#RQ#WKH#RWKHU#
KDQG/#ZDV#SODQQHG#LQ#DGYDQFH#DQG#D#QHW#EXGJHW#ZDV#REWDLQ#DQG#
DSSURYHG#E\#%RDUG#RI#0DQDJHPHQW1#,Q#IDFW#WKH#FRVW#RI#WKH#HTXLSPHQW#
LQFOXGLQJ#WKH#OHDVH#LQWHUHVW#LV#EHLQJ#IXOO\#UHFRYHUHG#IURP#WKH#'DLU\#
,QGXVWU\#ZLWK#QR#FRVW#WR#WKH#3URYLQFH1

'HSDUWPHQW#RI#0XQLFLSDOLWLHV#
DQG#+RXVLQJ#UHVSRQVH

;1464 7KH#'HSDUWPHQW#RI#0XQLFLSDOLWLHV#ZLOO#DGYLVH#UHVSRQVLELOLW\#
FHQWUH#PDQDJHUV#RI#WKH#QHFHVVLW\#WR#IROORZ#WKH#&ODVVLILFDWLRQ#RI#
([SHQGLWXUHV#SROLF\#DQG#WR#FRQWDFW#RXU#)LQDQFLDO#6HUYLFHV#%UDQFK#IRU#
DGYLFH#RQ#FDWHJRULVLQJ#OHDVH#WUDQVDFWLRQV1

$W#OHDVW#RQH#OHDVH#LQ#WKH#
'HSDUWPHQW#RI#(GXFDWLRQ#LV#
FODVVLILHG#LQFRUUHFWO\

;1465 $V#QRWHG/#WKH#'HSDUWPHQW#RI#(GXFDWLRQ#FODVVLILHG#DOO#VL[#RI#WKH#
OHDVHV#ZH#H[DPLQHG#DV#RSHUDWLQJ#OHDVHV1#2QH#OHDVH/#KRZHYHU/#FOHDUO\#LV#
FDSLWDO#LQ#QDWXUH1#$QG#RXU#DQDO\VLV#KDV#UDLVHG#HQRXJK#TXHVWLRQV#DERXW#WKH#
RWKHU#OHDVHV#WR#VXJJHVW#WKDW#WKH#ZKROH#TXHVWLRQ#RI#FDSLWDO#YHUVXV#
RSHUDWLQJ#QHHGV#WR#EH#PRUH#FOHDUO\#DGGUHVVHG1#

;1466 7KH#SDUWLFXODUV#RQ#WKH#FDSLWDO#OHDVH#DUH#DV#IROORZV1#2Q#4#2FWREHU#
4<<:#WKH#'HSDUWPHQW#OHDVHG#597#VHUYHUV#DQG#5:4#ZRUNVWDWLRQV1#,Q#
DGGLWLRQ/#WKH#OHDVLQJ#FRPSDQ\#SXUFKDVHG#XVHG#VHUYHUV#DQG#ZRUNVWDWLRQV#
IURP#D#WKLUG#SDUW\#WR#OHDVH#EDFN#WR#WKH#'HSDUWPHQW1#7KLV#WKLUG#SDUW\#ZDV#
DOUHDG\#OHDVLQJ#WKHVH#VHUYHUV#DQG#ZRUNVWDWLRQV#WR#WKH#'HSDUWPHQW#DQG#WKH#
WKUHH0\HDU#OHDVH#ZDV#GXH#WR#H[SLUH#LQ#DERXW#IRXU#PRQWKV1#

;1467 ,Q#RXU#RSLQLRQ/#WKH#EX\0RXW#RI#WKH#XVHG#VHUYHUV#DQG#ZRUNVWDWLRQV#
DQG#WKH#UHODWHG#OHDVH#EDFN#WR#WKH#'HSDUWPHQW#LV#FOHDUO\#FDSLWDO#VLQFH#LW#
UHVXOWV#LQ#WKH#'HSDUWPHQW#RZQLQJ#WKH#DVVHWV#DW#WKH#HQG#RI#WKH#OHDVH#WHUP1#
7KH#RWKHU#SDUW#RI#WKH#OHDVH#FRYHULQJ#WKH#597#VHUYHUV#DQG#5:4#
ZRUNVWDWLRQV#LV#FDSLWDO#DV#ZHOO1#:H#KDYH#QRWHG#WKH#'HSDUWPHQW#
GHWHUPLQHG#WKDW#WKH#IDLU#PDUNHW#YDOXH#RI#WKH#QHZ#FRPSXWHUV#DIWHU#IRXU#
\HDUV#LV#]HUR1#7KHUHIRUH/#LW#KDV#HIIHFWLYHO\#DFTXLUHG#WKH#EHQHILWV#DQG#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 48<



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
ULVNV#RI#RZQHUVKLS1#,Q#RWKHU#ZRUGV/#WKH#'HSDUWPHQW#ZLOO#FRQVXPH#433(#
RI#WKH#HFRQRPLF#OLIH#RI#WKH#DVVHW/#FOHDUO\#PHHWLQJ#WKH#:8(#UXOH#VHW#RXW#LQ#
WKH#SROLF\1

;1468 7KLV#PLVFODVVLILFDWLRQ#FDXVHG#DQ#XQGHUVWDWHPHQW#RI#H[SHQGLWXUHV#
LQ#4<<:0<;#RI#DSSUR[LPDWHO\#'418#PLOOLRQ1#,Q#HDFK#RI#WKH#VXEVHTXHQW#
WKUHH#\HDUV#LW#UHVXOWV#LQ#DQ#RYHUVWDWHPHQW#RI#H[SHQGLWXUHV#RI#DERXW#
'733/3331#,Q#WKH#ILQDO#\HDU#RI#WKH#OHDVH#WKH#RYHUVWDWHPHQW#GURSV#WR#
DSSUR[LPDWHO\#'533/3331#%HFDXVH#RXU#UHFRPPHQGDWLRQV#ZHUH#SURYLGHG#
WR#WKH#'HSDUWPHQW#SULRU#WR#ILQDO\]LQJ#WKH#ILQDQFLDO#VWDWHPHQWV#IRU#
4<<;0<</#ZH#IHOW#WKHUH#PD\#EH#DQ#RSSRUWXQLW\#WR#FRUUHFW#WKH#DFFRXQWLQJ#
HUURU1#,Q#RWKHU#ZRUGV/#WR#GDWH#WKH#HUURU#KDV#RQO\#EHHQ#UHFRUGHG#
LQFRUUHFWO\#LQ#RQH#ILVFDO#\HDU1

5HFRPPHQGDWLRQ ;1469 7KHUHIRUH/#ZH#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#FODVVLI\#
WKLV#OHDVH#DV#D#FDSLWDO#OHDVH1

2WKHU#OHDVHV#LQ#WKH#'HSDUWPHQW#
RI#(GXFDWLRQ#PD\#DOVR#EH#
PLVFODVVLILHG

;146: 7KH#SROLF\#OLVWV#WKUHH#GLVWLQFW#FRQGLWLRQV/#DQ\#RQH#RI#ZKLFK#
ZRXOG#FDXVH#D#OHDVH#WR#EH#FODVVLILHG#DV#FDSLWDO1#:H#QRWHG#WKDW#IRU#WKH#VL[#
OHDVHV#DXGLWHG/#WKHUH#ZDV#QRW#DGHTXDWH#GRFXPHQWDWLRQ#RQ#ILOH#+VXFK#DV#D#
V\VWHPDWLF#FKHFNOLVW#ZLWK#DSSURSULDWH#VXSSRUWLQJ#EDFN0XS,#WR#HQVXUH#WKDW#
WKHVH#´RSHUDWLQJµ#OHDVHV#GLG#QRW#PHHW#DQ\#RI#WKH#WKUHH#LQGLFDWRUV#
VSHFLILHG#LQ#WKH#SROLF\1#,Q#RQH#RI#WKH#ILOHV#ZH#GLG#ILQG#VRPH#
GRFXPHQWDWLRQ#RQ#WKH#FODVVLILFDWLRQ#GHFLVLRQ/#EXW#LW#DSSHDUV#WKDW#DOO#WKUHH#
TXHVWLRQV#ZHUH#QRW#DGHTXDWHO\#DGGUHVVHG1#,Q#WKH#FDVH#RI#DQRWKHU#OHDVH/#D#
GHSDUWPHQWDO#GRFXPHQW#VDLG=#

7KH#'HSDUWPHQW#KDV#FRQVXOWHG#ZLWK#WKH#&RPSWUROOHU·V#2IILFH#
RQ#WKLV#PDWWHU#DQG#LW#LV#DJUHHG#WKDW#WKLV#LV#DQ#RSHUDWLQJ#OHDVH#
DQG#QRW#D#FDSLWDO#OHDVH1

;146; %XW#ZH#FRXOG#QRW#ILQG#DQ\#GRFXPHQWDWLRQ#RQ#ILOH#WKDW#VKRZHG#
KRZ#DOO#WKUHH#LQGLFDWRUV#LQ#WKH#SROLF\#ZHUH#DGGUHVVHG1

,QGLFDWRU#&4# ;146< :LWK#UHJDUG#WR#WKH#ILUVW#TXHVWLRQ#RI#UHDVRQDEOH#DVVXUDQFH#RI#
RZQHUVKLS/#ZH#FDQQRW#EH#FRQFOXVLYH1#:H#GR#NQRZ#WKDW#WKH#'HSDUWPHQW#
KDV#DOUHDG\#ERXJKW#RXW#WKH#OHDVH#UHIHUUHG#WR#DERYH1

;1473 1RQH#RI#WKH#RWKHU#OHDVHV#KDYH#H[SLUHG1#$QG#WKH#'HSDUWPHQW·V#
SRVLWLRQ#LV#WKDW/#XQOLNH#WKH#FDVH#DOUHDG\#QRWHG/#LW#GRHV#QRW#LQWHQG#WR#RZQ#
WKH#FRPSXWHUV#DW#WKH#HQG#RI#WKHVH#RWKHU#OHDVHV1#

;1474 7KHUH#DUH#D#FRXSOH#RI#IDFWRUV/#KRZHYHU/#ZKLFK#ZH#ZRXOG#OLNH#WR#
SUHVHQW#IRU#FRQVLGHUDWLRQ1#)LUVW/#LQ#WKUHH#RI#WKH#UHPDLQLQJ#OHDVHV/#WKH#
'HSDUWPHQW#KDV#QHJRWLDWHG#D#EX\0RXW#RU#SXUFKDVH#RSWLRQ1#7KLV#LQGLFDWHV#
WKH#'HSDUWPHQW#FRXOG#EHFRPH#DQ#RZQHU#DW#WKH#HQG#RI#WKH#OHDVH#WHUP1#7KH#
EX\0RXW#UDWHV#YDU\#EHWZHHQ#:18(#DQG#4:(#RI#WKH#RULJLQDO#SXUFKDVH#
SULFH1#%X\LQJ#PD\#VHHP#WR#EH#D#FRQYHQLHQW#RSWLRQ#DV#WKHVH#OHDVHV#H[SLUH1#
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&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
;1475 :H#DOVR#QRWHG#WKDW#DOO#WKH#OHDVHV#H[SLUH#GXULQJ#WKH#VFKRRO#\HDU/#
QRW#DIWHU#WKH#\HDU#KDV#HQGHG1#(GXFDWLRQDO#SURJUDPPLQJ#FRQVLGHUDWLRQV#
PD\#FRPELQH#ZLWK#EXGJHWLQJ#FRQFHUQV/#PDNLQJ#LW#GLIILFXOW#IRU#WKH#
'HSDUWPHQW#WR#UHSODFH#FODVVURRP#XQLWV#LQ#WKH#PLGGOH#RI#DQ#DFDGHPLF#
\HDU1#7KLV#PD\#FDXVH#WKH#'HSDUWPHQW#WR#UHWKLQN#LWV#RZQHUVKLS#GHFLVLRQ#
DV#WLPH#SDVVHV1

;1476 7KHVH#IDFWRUV#DUHQ·W#FRQFOXVLYH#LQ#GHWHUPLQLQJ#UHDVRQDEOH#
DVVXUDQFH#RI#RZQHUVKLS1#%XW#WKH\#GR#SRLQW#WR#RZQHUVKLS#DV#D#
FRQVLGHUDWLRQ#WKDW#VKRXOG#EH#DGGUHVVHG#DQG#GRFXPHQWHG#DV#SDUW#RI#HDFK#
OHDVLQJ#GHFLVLRQ1

,QGLFDWRU#&5 ;1477 7KH#VHFRQG#LQGLFDWRU#UHODWHV#WR#WKH#OHDVH#WHUP#DQG#WKH#HFRQRPLF#
OLIH#RI#WKH#HTXLSPHQW1#7KH#SROLF\#GLFWDWHV#WKDW#WKH#3URYLQFH#ZLOO#UHFHLYH#
VXEVWDQWLDOO\#DOO#WKH#HFRQRPLF#EHQHILWV#IURP#WKH#OHDVHG#HTXLSPHQW#LI#WKH#
OHDVH#WHUP#LV#:8(#RU#PRUH#RI#WKH#HFRQRPLF#OLIH#RI#WKH#HTXLSPHQW1#

;1478 0RVW#RI#WKH#VL[#OHDVHV#H[DPLQHG#DUH#IRU#WKUHH0\HDU#WHUPV1#,I#WKH#
XQLWV#DUH#DVVXPHG#WR#KDYH#DQ#HFRQRPLF#OLIH#RI#IRXU#\HDUV#RU#OHVV/#WKHQ#WKH#
'HSDUWPHQW#KDV#HQWHUHG#LQWR#FDSLWDO#OHDVHV1#7KDW#LV/#LW#KDV#FRQVXPHG#
:8(#RU#PRUH#RI#WKH#HFRQRPLF#OLIH1#:LWK#UDSLG#FKDQJHV#LQ#WHFKQRORJ\#RQH#
FRXOG#DUJXH#WKDW#IRXU#\HDUV#RI#HFRQRPLF#OLIH#LV#RQ#WKH#JHQHURXV#VLGH1#
6XFK#D#YLHZ#LV#VXSSRUWHG#E\#WKH#'HSDUWPHQW·V#HVWLPDWH#WKDW#LW#FRXOG#
UHFRYHU#QR#PRUH#WKDQ#43(#RI#WKH#SXUFKDVH#SULFH#LI#LW#VHOOV#D#FRPSXWHU#
DIWHU#WKUHH#\HDUV1#)XUWKHU/#LQ#WKH#RQH#OHDVH#LQ#RXU#VDPSOH#ZLWK#D#
IRXU0\HDU#WHUP/#WKH#'HSDUWPHQW#DVVXPHG#D#XQLW#ZRXOG#KDYH#QR#UHVDOH#
YDOXH#IRU#SXUSRVHV#RI#LWV#FDOFXODWLRQV1#,Q#HIIHFW/#IRU#WKLV#OHDVH#DW#OHDVW/#WKH#
'HSDUWPHQW#KDV#HVWLPDWHG#IRXU#\HDUV#LV#WKH#VXP#WRWDO#RI#D#FRPSXWHU·V#
HFRQRPLF#OLIH1

;1479 2I#FRXUVH/#RQH#FRXOG#FRXQWHU#WKDW#LQ#WKH#VFKRRO#V\VWHP#D#
FRPSXWHU#KDV#D#PXFK#ORQJHU#HFRQRPLF#OLIH#WKDQ#IRXU#\HDUV1#)RU#H[DPSOH/#
ROGHU#XQLWV#FRXOG#EH#´SXVKHG#GRZQµ#WR#D#ORZHU#JUDGH#ZKHUH#WKH#
HGXFDWLRQDO#SURJUDP#ZDV#QRW#VR#GHSHQGHQW#RQ#WKH#ODWHVW#WHFKQRORJ\1#

;147: 7KH#SUREOHP#ZLWK#WKH#´SXVK#GRZQµ#DUJXPHQW/#WKRXJK/#LV#WKDW#LI#
RQH#DJUHHV#WKDW#EHFDXVH#RI#LW#D#OHDVH#GRHV#QRW#PHHW#WKH#VHFRQG#LQGLFDWRU/#
LW#WKHQ#EHFRPHV#D#YDOLG#UHDVRQ#IRU#D#OHDVH#EHLQJ#FDSLWDOL]HG#XQGHU#WKH#
ILUVW#DQG#WKLUG#LQGLFDWRUV1#7KDW#LV/#VLQFH#DQ#ROGHU#FRPSXWHU#VWLOO#KDV#
FRQVLGHUDEOH#LQWULQVLF#YDOXH#LQ#D#VFKRRO#V\VWHP/#D#YDOXH#WKDW#H[FHHGV#XVH#
LQ#D#FRPPHUFLDO#YHQWXUH/#WKHQ#WKH#'HSDUWPHQW#LV#PXFK#PRUH#OLNHO\#WR#
H[HUFLVH#D#UHDVRQDEOH#EX\0RXW#RSWLRQ#+WKH#UDQJH#LQ#WKH#OHDVHV#ZH#
H[DPLQHG#LV#:18(#WR#4:(,1#,QGHHG/#WKLV#LV#ZKDW#KDSSHQHG#DOUHDG\#ZLWK#
RQH#OHDVH#ZH#H[DPLQHG1#7KH#'HSDUWPHQW#VDZ#D#55(#EX\0RXW#DV#DQ#
H[FHOOHQW#RSSRUWXQLW\#WR#SODFH#ROGHU#FRPSXWHUV#LQ#D#VSRW#ZKHUH#QRQH#RU#
IHZ#ZHUH#EHLQJ#XVHG#EHIRUH1#,Q#IDFW/#LQ#LWV#SUHVHQWDWLRQ#RQ#WKLV#PDWWHU#WR#
WKH#%RDUG#RI#0DQDJHPHQW#WKH#'HSDUWPHQW#VDLG=

7KHUH#LV#D#UHTXLUHPHQW#IRU#WKH#H[LVWLQJ#HTXLSPHQW#WR#EH#
UHGLVWULEXWHG#ZLWKLQ#WKH#VFKRRO#DGPLQLVWUDWLYH#DUHDV#WR#
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/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
LPSURYH#SURGXFWLYLW\#DQG#DV#D#UHVXOW/#WKH#'HSDUWPHQW#ZRXOG#
OLNH#WR#SXUFKDVH#LW#UDWKHU#WKDQ#UHWXUQ#LW#WR#WKH#OHVVRU1#7KH#
HTXLSPHQW#LV#VWLOO#YHU\#IXQFWLRQDO#DQG#ZRXOG#IXOILO#WKH#
UHTXLUHPHQWV#RI#WKLV#DUHD#+HPSKDVLV#RXUV,1

,QGLFDWRU#&6 ;147; 7KH#WKLUG#LQGLFDWRU#PLJKW#EH#WHUPHG#WKH#<3(#UXOH1#7KH#OHDVH#LV#
GHWHUPLQHG#WR#EH#FDSLWDO#LI#WKH#SUHVHQW#YDOXH#RI#WKH#OHDVH#SD\PHQWV#LV#
<3(#RU#PRUH#RI#WKH#IDLU#PDUNHW#YDOXH#RI#WKH#DVVHW1

;147< ,Q#PRVW#RI#WKH#WHQGHUV#RU#UHTXHVWV#IRU#SURSRVDOV#IRU#WKH#OHDVHV/#
WKH#'HSDUWPHQW#GLG#QRW#REWDLQ#DQ#RXWULJKW#SXUFKDVH#SULFH#IURP#WKH#
VXSSOLHU1#7KLV#PDNHV#LW#PRUH#GLIILFXOW#WR#SRVLWLYHO\#GHWHUPLQH#ZKHWKHU#
WKH#SUHVHQW#YDOXH#RI#WKH#SD\PHQWV#H[FHHGV#<3(#RI#WKH#IDLU#PDUNHW#YDOXH#
RI#WKH#FRPSXWHUV1#

;1483 ,Q#RXU#RSLQLRQ/#KRZHYHU/#WKH#DSSUR[LPDWH#SULFH#RI#WKH#FRPSXWHUV#
EHWZHHQ#WKH#ZKROHVDOH#YHQGRU#DQG#WKH#OHVVRU#FDQ#EH#HLWKHU#FDOFXODWHG#
IURP/#RU#LV#HYLGHQW#LQ/#WKH#OHDVH1#,I#WKHVH#FDOFXODWHG#SULFHV#DUH#DVVXPHG#
WR#EH#HTXLYDOHQW#WR#D#SURYLQFLDO#SXUFKDVH#SULFH/#DOO#EXW#RQH#RU#WZR#RI#WKH#
OHDVHV#ZRXOG#EH#FDSLWDO#OHDVHV#XQGHU#WKH#WKLUG#LQGLFDWRU1

&RQFOXVLRQ#UH#FODVVLILFDWLRQ#
LVVXHV#LQ#'HSDUWPHQW#RI#
(GXFDWLRQ

;1484 $V#DOUHDG\#QRWHG/#RQH#RI#WKH#'HSDUWPHQW·V#OHDVHV#LV#FOHDUO\#
FDSLWDO1#:H#DUH#UHFRPPHQGLQJ#WKDW#WKH#DFFRXQWLQJ#HUURU#EH#FRUUHFWHG#
LPPHGLDWHO\1#:KHQ#ZH#H[DPLQH#WKH#UHPDLQLQJ#OHDVHV#XQGHU#WKH#
3URYLQFH·V#WKUHH#LQGLFDWRUV#IRU#FDSLWDOL]DWLRQ/#WKH#'HSDUWPHQW·V#
DFFRXQWLQJ#FODVVLILFDWLRQV#PRYH#LQWR/#DW#EHVW/#D#JUH\#DUHD1#,W#ZRXOG#VHHP#
DSSURSULDWH#WR#UHYLHZ#HDFK#RI#WKHVH#VR0FDOOHG#RSHUDWLQJ#OHDVHV#LQ#VRPH#
GHWDLO#DQG#SURSHUO\#GRFXPHQW#WKH#FODVVLILFDWLRQ#GHFLVLRQ1#6LQFH#WKH#
'HSDUWPHQW#KDV#D#QXPEHU#RI#RWKHU#OHDVHV#WKDW#ZH#KDYH#QRW#WHVWHG/#LW#
ZRXOG#EH#DSSURSULDWH#WR#H[WHQG#WKH#UHYLHZ#WR#DOO#RI#LWV#RSHUDWLQJ#OHDVHV1#

5HFRPPHQGDWLRQV ;1485 :H#UHFRPPHQGHG#IRU#IXWXUH#UHTXHVWV#IRU#SURSRVDOV#DQG#
WHQGHUV#IRU#OHDVHV/#WKDW#WKH#'HSDUWPHQW#REWDLQ#DQ#RXWULJKW#SXUFKDVH#
SULFH#DV#RQH#RI#WKH#RSWLRQV1#7KLV#ZRXOG#HQDEOH#WKH#'HSDUWPHQW#WR#
PRUH#HDVLO\#GHWHUPLQH#DQG#GRFXPHQW#WKH#DSSURSULDWH#DFFRXQWLQJ#
WUHDWPHQW#IRU#WKH#OHDVHV1#$QG#LW#ZRXOG#DOORZ#WKH#'HSDUWPHQW#WR#
VHSDUDWH#WKH#DFTXLVLWLRQ#GHFLVLRQ#IURP#WKH#ILQDQFLQJ#GHFLVLRQ1

;1486 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#HYDOXDWH#DOO#LWV#SUHVHQW#
OHDVHV#DQG#FOHDUO\#GRFXPHQW#LWV#UHDVRQV#IRU#DFFRXQWLQJ#FODVVLILFDWLRQ#
GHFLVLRQV1#$OO#WKUHH#FRQGLWLRQV#RI#WKH#DGPLQLVWUDWLYH#SROLF\#VKRXOG#EH#
DGGUHVVHG#DQG#GRFXPHQWHG#LQ#WKH#H[HUFLVH1#$Q\#FKDQJHV#UHVXOWLQJ#
IURP#WKH#H[HUFLVH#VKRXOG#EH#GLVFXVVHG#ZLWK#WKH#2IILFH#RI#WKH#
&RPSWUROOHU#WR#GHWHUPLQH#WKH#LPSDFW#RQ#WKH#ILQDQFLDO#VWDWHPHQWV#RI#
WKH#3URYLQFH1

;1487 :H#DOVR#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#WDNH#DSSURSULDWH#
VWHSV#WR#HQVXUH#WKDW#WKH#DGPLQLVWUDWLYH#SROLF\#LV#IROORZHG#LQ#WKH#
IXWXUH1
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&KDSWHU#; /HDVLQJ#RI#(TXLSPHQW
;1488 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#GHYHORS#D#SODQ#WR#GHDO#
ZLWK#ERWK#WKH#HGXFDWLRQDO#SURJUDPPLQJ#DQG#WHFKQRORJ\#UHSODFHPHQW#
LVVXHV#DVVRFLDWHG#ZLWK#WKH#H[SLU\#RI#OHDVHV#ZLWKLQ#DQ#DFDGHPLF#\HDU1

'HSDUWPHQW#RI#(GXFDWLRQ#
UHVSRQVH#WR#RXU#
UHFRPPHQGDWLRQV#RQ#ERWK#
FRPSOLDQFH#ZLWK#SROLF\#
$'09:34#DQG#DFFRXQWLQJ#
FRQVLGHUDWLRQV#

;1489 7KH#'HSDUWPHQW#KDV#HYDOXDWHG#WKH#REVHUYDWLRQV#RXWOLQHG#LQ#\RXU#
UHSRUW#DQG#ZH#PDLQWDLQ#WKDW#RXU#GHFLVLRQ#WR#OHDVH#FRPSXWHUV#ZDV#WKH#EHVW#
DOWHUQDWLYH#DW#WKDW#WLPH1

;148: 2XU#SRVLWLRQ#LV#EDVHG#RQ#WKH#IROORZLQJ#DGYDQWDJHV#RI#OHDVLQJ#
FRPSXWHUV>

41###&RPSXWHUV#KDYH#DQ#H[WUHPHO\#KLJK#UDWH#RI#REVROHVFHQFH1#
%\#OHDVLQJ/#ZH#DUH#DEOH#WR#UHSODFH#FRPSXWHUV#HYHU\#WKUHH#
\HDUV#DQG#WKXV#SURYLGH#VFKRROV#ZLWK#UHODWLYHO\#FXUUHQW#
KDUGZDUH1

51###%\#OHDVLQJ/#RXU#HTXLSPHQW#LV#DOZD\V#RQ#ZDUUDQW\#DQG#ZH#
DUH#DEOH#WR#ILQDQFLDOO\#SHQDOL]H#WKH#VXSSOLHU#LI#RXU#VWULFW#
ZDUUDQW\#GHDGOLQHV#DUH#QRW#PHW1#)RU#H[DPSOH/#XQGHU#WKH#
WHUPV#RI#WKH#OHDVLQJ#DJUHHPHQW/#ZH#FDQ#ZLWKKROG#OHDVH#
SD\PHQWV#LI#ZDUUDQW\#ZRUN#LV#QRW#SHUIRUPHG#WR#RXU#
VDWLVIDFWLRQ1

61###7KH#SXUFKDVH#SULFH#RI#FRPSXWHUV#LV#FRQWLQXDOO\#GURSSLQJ#
ZKLOH#WKH#SURFHVVLQJ#SRZHU#LV#LQFUHDVLQJ/#ZKLFK#PDNHV#
SXUFKDVLQJ#DQG#RZQLQJ#FRPSXWHUV#OHVV#GHVLUDEOH1#
)XUWKHUPRUH/#DV#SURFHVVLQJ#SRZHU#LQFUHDVHV/#VRIWZDUH#
FRPSDQLHV#DGG#IHDWXUHV#WKDW#UHTXLUH#WKLV#DGGLWLRQDO#
SURFHVVLQJ#FDSDFLW\1#%\#OHDVLQJ#DSSUR[LPDWHO\#RQH#WKLUG#
RI#VFKRRO#FRPSXWHUV/#ZH#FDQ#H[SRVH#VWXGHQWV#WR#QHZHU#
VRIWZDUH#SURGXFWV#DQG#HQKDQFHG#OHDUQLQJ#RSSRUWXQLWLHV1

71###2YHUVSHQGLQJ#RXU#EXGJHW#WR#SXUFKDVH#D#ODUJH#TXDQWLW\#RI#
FRPSXWHUV#LQ#RUGHU#WR#UHGXFH#WKH#SULFH#SHU#XQLW#ZDV#VLPSO\#
QRW#DQ#RSWLRQ1#1HYHUWKHOHVV#WKH#'HSDUWPHQW#EHQHILWHG#
IURP#ODUJH#YROXPH#GLVFRXQWV#E\#OHDVLQJ#LQ#ODUJH#
TXDQWLWLHV1#)RU#H[DPSOH#WKH#LPSOLHG#FRVW#LQ#RQH#OHDVH#ZDV#
'4/959/#D#VDYLQJV#RI#';4:#SHU#XQLW#ZKHQ#FRPSDUHG#WR#WKH#
UHJXODU#SURYLQFLDO#JRYHUQPHQW#SXUFKDVH#FRVW#+VWDQGLQJ#
RIIHU,#RI#'5/7761

81###/HDVLQJ#DOORZHG#IRU#D#ODUJH#QXPEHU#RI#FRPSXWHUV#WR#EH#
LQWURGXFHG#LQ#VFKRROV#DV#TXLFNO\#DV#SRVVLEOH1#7KLV#HQDEOHG#
PRUH#VWXGHQWV#WKH#RSSRUWXQLW\#WR#EH#H[SRVHG#WR#XS#WR#GDWH#
FRPSXWHU#WHFKQRORJ\1

91###7KHUH#DUH#RYHU#48/333#FRPSXWHUV#FXUUHQWO\#LQ#XVH#LQ#1HZ#
%UXQVZLFN#VFKRROV>#8/333#RI#ZKLFK#DUH#OHDVHG1#$V#QRWHG#
DERYH/#WKHUH#LV#D#FRQVWDQW#QHHG#WR#UHIUHVK#D#SRUWLRQ#RI#WKHVH#
FRPSXWHUV#LQ#RUGHU#WR#NHHS#XS#ZLWK#WKH#QHHG#IRU#PRUH#
FRPSXWLQJ#SRZHU1#/HDVLQJ#LV#DQ#LPSRUWDQW#FRPSRQHQW#RI#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 496



/HDVLQJ#RI#(TXLSPHQW &KDSWHU#;
RXU#RYHUDOO#VWUDWHJ\#WR#FRQWLQXRXVO\#UHSODFH#ROGHU#
FRPSXWHUV#LQ#RXU#VFKRROV1

;148; :LWK#UHJDUGV#WR#WKH#HPSKDVLV#SODFHG#LQ#\RXU#UHSRUW#RQ#WKH#
LPSRUWDQFH#RI#SROLF\#$'09:34#´3UHVHQW#9DOXH#$QDO\VLV#RI#([SHQGLWXUH#
'HFLVLRQµ/#ZH#DUH#RI#WKH#RSLQLRQ#WKDW#DVSHFWV#RI#WKLV#SROLF\#DUH#RXWGDWHG/#
HVSHFLDOO\#LQ#WHUPV#RI#GHFLGLQJ#ZKHWKHU#WR#OHDVH#RU#SXUFKDVH#
PLFURFRPSXWHUV#DQG#VHUYHUV1#7KLV#SROLF\#ZDV#ZULWWHQ#LQ#4<::#EHIRUH#WKH#
LQWURGXFWLRQ#RI#PLFURFRPSXWHUV#DQG#DW#D#WLPH#ZKHQ#PDQ\#DVVHWV#
LQFUHDVHG#LQ#YDOXH#DQG#REVROHVFHQFH#ZDV#QRW#DQ#LPSRUWDQW#LVVXH1#7KHUH#
LV#DOVR#D#QHHG#WR#SODFH#PRUH#HPSKDVLV#RQ#WKH#LPSRUWDQFH#RI#WKH#
QRQ0ILQDQFLDO#EHQHILWV#RI#OHDVLQJ1#7KH#&RPSWUROOHU·V#2IILFH#KDV#DGYLVHG#
XV#WKDW#WKH\#UHFRJQL]H#WKDW#WKLV#SROLF\#QHHGV#WR#EH#UHYLVHG1

;148< :H#GR#DJUHH#ZLWK#WKH#QHHG#IRU#LPSURYLQJ#WKH#TXDOLW\#RI#
VXSSRUWLQJ#GRFXPHQWDWLRQ#DQG#LW#LV#RXU#LQWHQWLRQ#WR#GR#VR#LQ#WKH#IXWXUH/#
SDUWLFXODUO\#ZLWK#UHJDUGV#WR#WKH#QRQ0ILQDQFLDO#EHQHILWV#RI#OHDVLQJ1

;1493 ,W#LV#LPSRUWDQW#WR#QRWH#WKDW#WKLV#UHVSRQVH#KDV#EHHQ#SUHSDUHG#DIWHU#
FRQVXOWDWLRQ#ZLWK#WKH#'HSDUWPHQW#RI#)LQDQFH#DQG#WKH#&RPSWUROOHU·V#
2IILFH/#ZKLFK#SDUWLFLSDWHG#LQ#WKH#RULJLQDO#DVVHVVPHQW#RI#OHDVLQJ#YHUVXV#
SXUFKDVLQJ#FRPSXWHU#HTXLSPHQW#IRU#VFKRROV1

;1494 :H#ILUPO\#EHOLHYH#WKDW#ZH#PDGH#WKH#FRUUHFW#GHFLVLRQ/#ERWK#
ILQDQFLDOO\#DQG#HGXFDWLRQDOO\/#LQ#RXU#DVVHVVPHQW#WR#OHDVH#UDWKHU#WKDQ#
SXUFKDVH#FRPSXWHU#HTXLSPHQW#IRU#WKH#SXEOLF#VFKRRO#V\VWHP1#:H#DUH#
FRQILGHQW#WKDW#VWXGHQWV/#SDUHQWV/#WHDFKHUV#DQG#WKH#WD[SD\HUV#RI#1HZ#
%UXQVZLFN#KDYH#JDUQHUHG#WDQJLEOH#EHQHILWV#IURP#WKLV#GHFLVLRQ1

2XU#FRQFOXGLQJ#FRPPHQWV#RQ#
WKH#'HSDUWPHQW#RI#(GXFDWLRQ#
UHVSRQVH

;1495 :H#KDYH#LQFOXGHG#WKH#'HSDUWPHQW·V#UHVSRQVH#LQ#LWV#HQWLUHW\1#:H#
KDYH#WKH#IROORZLQJ#REVHUYDWLRQV#RQ#WKHLU#FRPPHQWV1

;1496 7KH#'HSDUWPHQW#LV#RI#WKH#YLHZ#WKDW#DVSHFWV#RI#SROLF\#$'09:34#
DUH#RXWGDWHG1#,I#WKLV#LV#LQ#IDFW#WKH#FDVH/#WKHQ#ZH#ZRXOG#KDYH#H[SHFWHG#WR#
VHH#WKH#SROLF\#FKDQJHG#RU#DPHQGHG1#1R#GHSDUWPHQW#VKRXOG#EH#DEOH#WR#
H[HPSW#WKHPVHOYHV#IURP#DOO#RU#SDUW#RI#D#JRYHUQPHQW#SROLF\1#

;1497 :H#DUH#RI#WKH#YLHZ/#KRZHYHU/#WKDW#WKH#SROLF\#LV#VWLOO#YDOLG#DQG#WKH#
YDULRXV#SRLQWV#UDLVHG#E\#WKH#'HSDUWPHQW#DV#´QRQ0ILQDQFLDOµ#EHQHILWV#RI#
OHDVLQJ#FRXOG#KDYH#EHHQ#LQFOXGHG#DV#TXDOLWDWLYH#IDFWRUV#LQ#WKH#
GHFLVLRQ0PDNLQJ#SURFHVV1#6HFWLRQ#:#RI#WKH#SROLF\#VWDWHV#´7KH#DQDO\VLV#
GRHV#QRW#SUHFOXGH#WKH#FRQVLGHUHG#MXGJHPHQW#DQG#LQWXLWLRQ#RI#WKH#GHFLVLRQ#
PDNHU#DV#WR#ZKLFK#LV#WKH#EHVW#FKRLFH#IURP#WKH#VWDQGSRLQW#RI#H[SHULHQFH#
DQG#NQRZOHGJH1µ#3URYLGLQJ#LQIRUPDWLRQ#RQ#´QRQ0ILQDQFLDOµ#EHQHILWV#ZLOO#
HQDEOH#GHFLVLRQ0PDNHUV#WR#ZHLJK#WKHLU#VLJQLILFDQFH/#ZKHQ#EHLQJ#DVNHG#WR#
VHOHFW#D#PRUH#H[SHQVLYH#DOWHUQDWLYH1
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#&KDSWHU#<
*RYHUQDQFH###########################

1HZ#%UXQVZLFN#/LTXRU#
&RUSRUDWLRQ

&RQWHQWV

%DFNJURXQG# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 49:

6FRSH# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 49;

5HVXOWV#LQ#%ULHI# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 49<

'HWDLOHG#)LQGLQJV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4:3



&KDSWHU#< *RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ

#*RYHUQDQFH######################
1HZ#%UXQVZLFN#/LTXRU#

&RUSRUDWLRQ

5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 49:

%DFNJURXQG <14 8QGHU#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#$FW/

7KH#SXUSRVHV#RI#WKH#&RUSRUDWLRQ#DUH#WR#FDUU\#RQ#WKH#JHQHUDO#
EXVLQHVV#RI#PDQXIDFWXULQJ/#EX\LQJ/#LPSRUWLQJ#DQG#VHOOLQJ#
OLTXRU#RI#HYHU\#NLQG#DQG#GHVFULSWLRQ1

<15 7KH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#+1%/&,#LV#D#KLJKO\#
SURILWDEOH#&URZQ#DJHQF\#WKDW#KDV#LPSURYHG#FXVWRPHU#VHUYLFH#PDUNHGO\#
RYHU#WKH#SDVW#IHZ#\HDUV#ZLWK#VXFK#FKDQJHV#DV#PRUH#ORFDWLRQV/#ORQJHU#
KRXUV/#DFFHSWDQFH#RI#GHELW#DQG#FUHGLW#FDUGV/#6XQGD\#RSHQLQJV/#VSHFLDOW\#
SURGXFWV#DQG#IHVWLYDOV1#1%/&#VWLOO#KDV#D#PRQRSRO\#RYHU#OLTXRU#VDOHV#LQ#
WKH#3URYLQFH1#+RZHYHU/#LWV#EXVLQHVV#HQYLURQPHQW#KDV#FKDQJHG1#
5HFHQWO\/#1%/&#KDV#EHHQ#DGGUHVVLQJ#VXFK#LVVXHV#DV#WKH#<HDU#5333#
SUREOHP/#PHHWLQJ#PDUNHW#GHPDQGV/#WKH#LQWURGXFWLRQ#RI#DJHQF\#VWRUHV#
ZKLFK#QRZ#DFFRXQW#IRU#WZHQW\#SHUFHQW#RI#FRUSRUDWH#UHYHQXH/#DQG#
LPSURYLQJ#WKH#TXDOLW\#DQG#WLPHOLQHVV#RI#LQIRUPDWLRQ#WKURXJK#WKH#
LQVWDOODWLRQ#RI#QHZ#SRLQW#RI#VDOH#WHUPLQDOV1

<16 ,Q#4<<9#ZH#FRQGXFWHG#D#SUHOLPLQDU\#UHYLHZ#RI#WKH#JRYHUQDQFH#
VWUXFWXUHV#DQG#SURFHVVHV#DW#D#QXPEHU#RI#1HZ#%UXQVZLFN#&URZQ#
DJHQFLHV/#LQFOXGLQJ#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ1#$W#WKDW#
WLPH/#ZH#LQGLFDWHG#WKDW#ZH#LQWHQGHG#WR#GR#PRUH#GHWDLOHG#UHYLHZV#RI#
JRYHUQDQFH#DW#FHUWDLQ#RI#WKRVH#&URZQ#DJHQFLHV#LQ#WKH#IXWXUH1#:H#IHHO#
WKDW#DOO#ERDUGV/#HYHQ#WKH#ERDUGV#RI#FRUSRUDWLRQV#WKDW#DSSHDU#WR#EH#
SHUIRUPLQJ#ZHOO/#FDQ#LPSURYH#WKH#HIIHFWLYHQHVV#RI#WKH#JRYHUQDQFH#WKH\#
SURYLGH#DQG#DFFRXQWDELOLW\#SURFHVVHV#WKH\#SURPRWH1#,Q#4<<;0<</#ZH#
FRQWLQXHG#RXU#UHYLHZ#RI#FRUSRUDWH#JRYHUQDQFH#DQG#DFFRXQWDELOLW\#E\#
ORRNLQJ#DW#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ1

<17 7KH#&RQIHUHQFH#%RDUG#RI#&DQDGD/#LQ#D#UHSRUW#GDWHG#-DQXDU\#
4<<</#VWDWHG#WKDW#´(PSLULFDO#GDWD#GHPRQVWUDWH#FOHDUO\#WKDW#FRUSRUDWH#
JRYHUQDQFH#DIIHFWV#WKH#SHUIRUPDQFH#RI#FRPSDQLHV1µ#

<18 *RYHUQDQFH#LV#GHILQHG#DV#WKH#SURFHVV#DQG#VWUXFWXUH#XVHG#WR#GLUHFW#
WKH#EXVLQHVV#DQG#DIIDLUV#RI#D#FRUSRUDWLRQ#ZLWK#WKH#REMHFWLYH#RI#DFKLHYLQJ#



*RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ &KDSWHU#<

49; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

WKH#FRUSRUDWH#PLVVLRQ1#7KH#SURFHVV#DQG#VWUXFWXUH#GHILQH#WKH#GLYLVLRQ#RI#
SRZHU#EHWZHHQ#WKH#ERDUG#DQG#PDQDJHPHQW1#7KH\#DOVR#HVWDEOLVK#
PHFKDQLVPV#IRU#DFKLHYLQJ#DFFRXQWDELOLW\#EHWZHHQ#PDQDJHPHQW/#WKH#
ERDUG#RI#GLUHFWRUV/#DQG#WKH#/HJLVODWLYH#$VVHPEO\1#

<19 &&$)2)&9,#,QF1#+IRUPHUO\#WKH#&DQDGLDQ#&RPSUHKHQVLYH#
$XGLWLQJ#)RXQGDWLRQ,#KDV#GHYHORSHG#D#OLVW#RI#WKH#FKDUDFWHULVWLFV#RI#
HIIHFWLYH#ERDUGV1#,I#D#ERDUG#WUXO\#H[HPSOLILHV#WKHVH#FKDUDFWHULVWLFV/#LW#ZLOO#
EH#SURYLGLQJ#HIIHFWLYH#JRYHUQDQFH#DQG#DFFRXQWDELOLW\1#$FFRUGLQJ#WR#
&&$)2)&9,/#HIIHFWLYH#ERDUGV=

• DUH#FRPSULVHG#RI#SHRSOH#ZLWK#WKH#QHFHVVDU\#NQRZOHGJH/#DELOLW\#DQG#
FRPPLWPHQW#WR#IXOILO#WKHLU#UHVSRQVLELOLWLHV>

• XQGHUVWDQG#WKHLU#SXUSRVHV#DQG#ZKRVH#LQWHUHVWV#WKH\#UHSUHVHQW>

• XQGHUVWDQG#WKH#REMHFWLYHV#DQG#VWUDWHJLHV#RI#WKH#RUJDQL]DWLRQ#WKH\#
JRYHUQ>

• XQGHUVWDQG#ZKDW#FRQVWLWXWHV#UHDVRQDEOH#LQIRUPDWLRQ#IRU#JRRG#
JRYHUQDQFH#DQG#REWDLQ#LW>

• RQFH#LQIRUPHG/#DUH#SUHSDUHG#WR#DFW#WR#HQVXUH#WKDW#WKH#RUJDQL]DWLRQ·V#
REMHFWLYHV#DUH#PHW#DQG#WKDW#SHUIRUPDQFH#LV#VDWLVIDFWRU\>#DQG

• IXOILO#WKHLU#DFFRXQWDELOLW\#REOLJDWLRQV#WR#WKRVH#ZKRVH#LQWHUHVWV#WKH\#
UHSUHVHQW#E\#UHSRUWLQJ#RQ#WKHLU#RUJDQL]DWLRQ·V#SHUIRUPDQFH1

<1: :H#IHHO#DQ#HIIHFWLYH#ERDUG/#DV#GHILQHG#DERYH/#LV#LQ#WKH#EHVW#
SRVLWLRQ#WR#FRQWULEXWH#WR#WKH#VXFFHVV#RI#LWV#FRUSRUDWLRQ1#$#ERDUG#FDQ#
GHPRQVWUDWH#LWV#HIIHFWLYHQHVV#E\#PDNLQJ#LQIRUPHG#GHFLVLRQV#WKDW#WDNH#DOO#
SHUWLQHQW#IDFWRUV#LQWR#DFFRXQW/#WKHUHE\#SURPRWLQJ#DSSURSULDWH#FRUSRUDWH#
DFWLYLWLHV/#DQG#E\#DSSURSULDWHO\#GLVFKDUJLQJ#WKHLU#DFFRXQWDELOLW\#
REOLJDWLRQV1#

<1; :H#EHOLHYH#WKDW#SURPRWLQJ#DFFRXQWDELOLW\#LV#WKH#PRVW#LPSRUWDQW#
SDUW#RI#RXU#ZRUN1#:H#DOVR#EHOLHYH#WKDW#DSSURSULDWH#DFFRXQWDELOLW\#
SURFHVVHV#FDQQRW#EH#HVWDEOLVKHG#LQ#&URZQ#DJHQFLHV#XQOHVV#HIIHFWLYH#
JRYHUQDQFH#VWUXFWXUHV#DQG#SURFHVVHV#DUH#LQ#SODFH#DQG#IXQFWLRQLQJ1#
(IIHFWLYH#ERDUGV#ZLOO#VWULYH#WR#SURPRWH#FRUSRUDWH#DFWLYLWLHV#WKDW#WKH\#IHHO#
ZLOO#EHVW#FRQWULEXWH#WR#WKH#DFKLHYHPHQW#RI#WKH#FRUSRUDWH#PDQGDWH1#
(IIHFWLYH#ERDUGV#ZLOO#DOVR#DVVHVV#DQG#UHSRUW#RQ#WKH#HIIHFWLYHQHVV#RI#WKRVH#
DFWLYLWLHV#WR#WKRVH#WR#ZKRP#WKH\#DUH#DFFRXQWDEOH1#7KLV#LV#LPSRUWDQW#WR#WKH#
/HJLVODWLYH#$VVHPEO\#DQG#WKH#SXEOLF#EHFDXVH#WKRVH#ERDUGV#ZLOO#EH#
SURYLGLQJ#WKH#HQKDQFHG#DFFRXQWDELOLW\#LQIRUPDWLRQ#QHHGHG#WR#GHWHUPLQH#
WKH#GHJUHH#WR#ZKLFK#WKH#FRUSRUDWLRQ#KDV#DFFRPSOLVKHG#ZKDW#LW#ZDV#VHW#XS#
WR#GR1#

6FRSH <1< 2XU#REMHFWLYH#IRU#WKLV#SURMHFW#ZDV#DV#IROORZV1

7R#FRQGXFW#DQ#LQ0GHSWK#UHYLHZ#RI#WKH#JRYHUQDQFH#DQG#
DFFRXQWDELOLW\#VWUXFWXUHV#LQ#SODFH#DW#WKH#1HZ#%UXQVZLFN#



&KDSWHU#< *RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ

5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 49<

/LTXRU#&RUSRUDWLRQ#DQG#WR#RIIHU#UHFRPPHQGDWLRQV#IRU#
LPSURYHPHQW#ZKHUH#DSSURSULDWH1

<143 2XU#ZRUN#LQFOXGHG#VHQGLQJ#JRYHUQDQFH#VXUYH\V#WR#WKH#VL[#
PHPEHUV#ZKR#ZHUH#RQ#WKH#%RDUG#ZKHQ#RXU#UHYLHZ#FRPPHQFHG/#
LQFOXGLQJ#WKH#&(21#:H#DOVR#KHOG#H[WHQVLYH#LQWHUYLHZV#ZLWK#DOO#VL[#RI#WKH#
%RDUG#PHPEHUV1#$GGLWLRQDOO\/#ZH#KDG#D#EULHI#JHQHUDO#GLVFXVVLRQ#ZLWK#
WKH#QHZ#%RDUG#FKDLU#ZKR#ZDV#DSSRLQWHG#DIWHU#RXU#UHYLHZ#KDG#DOUHDG\#
FRPPHQFHG1#:H#KHOG#GLVFXVVLRQV#ZLWK#D#UHSUHVHQWDWLYH#RI#WKH#
'HSDUWPHQW#RI#)LQDQFH1#:H#DOVR#UHYLHZHG#WKH#%RDUG#PLQXWHV#IRU#WKH#
SHULRG#IURP#$SULO#4<<:#WR#2FWREHU#4<<;/#WKH#64#0DUFK#4<<;#$QQXDO#
5HSRUW#RI#WKH#FRUSRUDWLRQ#DQG#RWKHU#GRFXPHQWDWLRQ#DV#SURYLGHG#E\#
FRUSRUDWH#PDQDJHPHQW1#)LQDOO\/#ZH#UHYLHZHG#VRPH#JHQHUDO#JRYHUQDQFH#
DQG#DFFRXQWDELOLW\#OLWHUDWXUH#LQ#SUHSDULQJ#WKLV#UHSRUW1

5HVXOWV#LQ#%ULHI <144 7KH#%RDUG#SURYLGHV#QR#JXLGDQFH#WR#WKH#/LHXWHQDQW0*RYHUQRU#
LQ#&RXQFLO#UHJDUGLQJ#WKH#VNLOOV#RU#TXDOLWLHV#LW#ZRXOG#UHFRPPHQG#WKDW#
QHZ#%RDUG#PHPEHUV#SRVVHVV1

<145 7KHUH#LV#D#JRRG#PL[#RI#VNLOO#VHWV#UHSUHVHQWHG#RQ#WKH#FXUUHQW#
%RDUG#RI#1%/&1

<146 $#%RDUG#SRVLWLRQ#GHVFULSWLRQ#KDV#QRW#EHHQ#SUHSDUHG#
GRFXPHQWLQJ#WKH#UROHV/#UHVSRQVLELOLWLHV#DQG#DFFRXQWDELOLWLHV#RI#WKH#
%RDUG1#:H#IHHO#WKDW#VXFK#D#GHVFULSWLRQ#VKRXOG#EH#SUHSDUHG1

<147 &XUUHQW#1%/&#%RDUG#PHPEHUV#JHQHUDOO\#VHHPHG#WR#EH#
XQIDPLOLDU#ZLWK#UHFHQW#SXEOLFDWLRQV#RQ#WKH#WRSLF#RI#JRYHUQDQFH1#:H#
IHHO#WKDW#WKH#%RDUG#PHPEHUV#VKRXOG#IDPLOLDUL]H#WKHPVHOYHV#ZLWK#DW#
OHDVW#VRPH#RI#WKLV#PDWHULDO1

<148 7KH#FRUSRUDWLRQ#KDV#D#FXUUHQW#VWUDWHJLF#SODQ#FRYHULQJ#WKH#
SHULRG#IURP#4<<;0<<#WR#5334053351#,W#LQFOXGHV#D#PLVVLRQ#VWDWHPHQW/#
EXW#GRHV#QRW#LGHQWLI\#FRUSRUDWH#VWUDWHJLF#REMHFWLYHV/#SHUIRUPDQFH#
LQGLFDWRUV/#RU#D#SODQ#IRU#KRZ#WKRVH#SHUIRUPDQFH#LQGLFDWRUV#DUH#WR#EH#
PHDVXUHG/#HYDOXDWHG/#DQG#UHSRUWHG1

<149 ,QIRUPDWLRQ#WKH#%RDUG#FXUUHQWO\#UHFHLYHV#IURP#PDQDJHPHQW#
GRHV#QRW#VHHP#WR#EH#VXIILFLHQW#WR#HQDEOH#WKH#%RDUG#WR#IXOILO#DOO#WKH#
UROHV#DQG#UHVSRQVLELOLWLHV#ZH#ZRXOG#H[SHFW#WKHP#WR#DVVXPH/#
SDUWLFXODUO\#LQ#WKH#DUHDV#RI#PRQLWRULQJ#WKH#DFKLHYHPHQW#RI#FRUSRUDWH#
SODQV/#DQG#FRPSOLDQFH#ZLWK#FRUSRUDWH#SROLFLHV1#

<14: 7KH#%RDUG#GRHV#QRW#DSSHDU#WR#EH#UHYLHZLQJ#,QWHUQDO#$XGLW#
UHSRUWV#WR#GHWHUPLQH#LI#V\VWHPV#DQG#FRQWUROV#DUH#VXIILFLHQW#WR#HQVXUH#
WKDW#FRUSRUDWH#DVVHWV#DUH#VDIHJXDUGHG1#

<14; 7KH#%RDUG#GRHV#QRW#VHOHFW#WKH#FRUSRUDWH#&(2/#GHVSLWH#WKH#
IDFW#WKDW#WKH#$FW#JLYHV#LW#WKH#SRZHU#WR#GR#VR1#,QVWHDG/#LQ#SUDFWLFH/#WKH#



*RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ &KDSWHU#<

4:3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

FRUSRUDWH#&(2#KDV#EHHQ#VHOHFWHG#E\#WKH#/LHXWHQDQW0*RYHUQRU#LQ#
&RXQFLO1#

<14< 7KH#%RDUG#GRHV#QRW#IRUPDOO\#DVVHVV#WKH#SHUIRUPDQFH#RI#WKH#
&(21#

<153 7KH#%RDUG#KDV#QR#LQYROYHPHQW#LQ#WKH#SUHSDUDWLRQ#RI#WKH#
1%/&#$QQXDO#5HSRUW1#:H#IHHO#WKDW#LW#VKRXOG#EH#FRQVLGHUHG#DV#WKH#
SULQFLSDO#YHKLFOH#WKURXJK#ZKLFK#WKH#%RDUG#GLVFKDUJHV#LWV#
DFFRXQWDELOLW\#REOLJDWLRQ#WR#WKH#0LQLVWHU#RI#)LQDQFH1#7KHUHIRUH/#WKH#
%RDUG#VKRXOG#UHYLHZ#DQG#DSSURYH#LW#EHIRUH#LW#LV#SXEOLVKHG1

<154 7KH#DQQXDO#UHSRUW#RI#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#
GRHV#QRW#FRPSO\#IXOO\#ZLWK#WKH#3URYLQFH·V#DQQXDO#UHSRUW#SROLF\1

<155 7KH#1%/&#%RDUG#FKDLU#GRHV#QRW#DSSHDU#DQQXDOO\#EHIRUH#WKH#
&URZQ#&RUSRUDWLRQV#&RPPLWWHH1#

'HWDLOHG#)LQGLQJV <156 ,Q#RXU#4<<9#JHQHUDO#VWXG\#RI#%RDUG#JRYHUQDQFH#DPRQJ#1HZ#
%UXQVZLFN#&URZQ#FRUSRUDWLRQV/#ZH#GHYHORSHG#VL[#FULWHULD#IRU#XVH#LQ#
HYDOXDWLQJ#WKH#HIIHFWLYHQHVV#RI#JRYHUQDQFH#IRU#SXEOLF#VHFWRU#ERDUGV1#7KH#
ILQGLQJV#ZH#SUHVHQW#LQ#WKLV#FKDSWHU#DUH#GLYLGHG#XS#E\#WKRVH#FULWHULD1#

<157 :H#REVHUYHG#GXULQJ#RXU#UHYLHZ#WKDW#WKH#%RDUG#RI#1%/&#VHHPV#
WR#IXQFWLRQ#PDLQO\#DV#D#VFUXWLQL]HU#RI#PDQDJHPHQW#GHFLVLRQV#DQG#UHSRUWV1#
7KH#VXJJHVWLRQV#DQG#UHFRPPHQGDWLRQV#WKDW#IROORZ#ZRXOG#UHTXLUH#WKH#
%RDUG#WR#PDNH#D#IXQGDPHQWDO#VKLIW#LQ#WKH#ZD\#LW#VHHV#LWVHOI1#7KLV#LV#QRW#
LQWHQGHG#WR#EH#D#FULWLFLVP#RI#WKH#ZD\#WKH#%RDUG#FXUUHQWO\#RSHUDWHV1#,W#
IXQFWLRQV#LQ#PXFK#WKH#VDPH#ZD\#WKDW#RWKHU#ERDUGV#GR1#,W#LV#RXU#EHOLHI#
KRZHYHU#WKDW#WKH#%RDUG#FRXOG#EXLOG#RQ#WKH#VWUHQJWKV#LWV#LQGLYLGXDO#
PHPEHUV#EULQJ#WR#WKH#WDEOH#E\#DGRSWLQJ#VRPH#QHZ#DSSURDFKHV#WR#
JRYHUQDQFH1#%\#DGRSWLQJ#WKHVH#QHZ#DSSURDFKHV#QRZ/#WKH#FXUUHQW#%RDUG#
ZRXOG#EH#SURYLGLQJ#YDOXDEOH#JXLGDQFH#WR#IXWXUH#%RDUGV1#

#%RDUG#&RPSRVLWLRQ <158 7KH#ILUVW#RI#RXU#JRYHUQDQFH#HYDOXDWLRQ#FULWHULD#LV#DV#IROORZV=

7KH#ERDUG#RI#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#VKRXOG#
EH#FRPSULVHG#RI#SHRSOH#ZLWK#WKH#QHFHVVDU\#NQRZOHGJH/#DELOLW\/#
FRPPLWPHQW/#DQG#OHYHO#RI#LQGHSHQGHQFH#WR#IXOILO#WKHLU#
UHVSRQVLELOLWLHV1

$SSRLQWPHQW#RI#%RDUG#
PHPEHUV

<159 %RDUG#PHPEHUV#EHOLHYHG#WKDW#DSSRLQWPHQWV#WR#WKH#1%/&#%RDUG#
DUH#EDVHG#RQ#VNLOO#VHWV/#UHJLRQDO#UHSUHVHQWDWLRQ#DQG#OLQJXLVWLF#DELOLW\1#
:KHQ#DVNHG#ZK\#WKH\#IHOW#WKH\#ZHUH#DSSRLQWHG#WKH\#JDYH#D#QXPEHU#RI#
UHDVRQV#LQFOXGLQJ#WKHLU#JHQHUDO#EXVLQHVV#NQRZOHGJH/#WKHLU#NQRZOHGJH#RI#
WKHLU#RZQ#ORFDO#DUHD/#DQG#WKHLU#NQRZOHGJH#RI#JRYHUQPHQW1#$SSRLQWHHV#
DUH#VHOHFWHG#E\#WKH#/LHXWHQDQW0*RYHUQRU#LQ#&RXQFLO1#7KH#&(2#
FRPPHQWHG#WKDW#KH#IHHOV#WKH#TXDOLW\#RI#%RDUG#PHPEHUV#GXULQJ#KLV#WHQ#
\HDUV#DV#&(2#KDV#EHHQ#TXLWH#KLJK1#



&KDSWHU#< *RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ

5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 4:4

<15: %RDUG#PHPEHUV#DUH#DSSRLQWHG#IRU#YDU\LQJ#WHUPV#RI#WZR/#WKUHH#RU#
IRXU#\HDUV1#:H#ZHUH#WROG#WKDW#WKH#WHUPV#DUH#VWDJJHUHG#WR#HQVXUH#%RDUG#
FRQWLQXLW\1#$PRQJ#WKH#FXUUHQW#%RDUG#PHPEHUV/#RQH#ZDV#ILUVW#DSSRLQWHG#
LQ#4<;</#DQRWKHU#LQ#4<<3#DQG#WKUHH#PRUH#LQ#4<<:1#7KH#FXUUHQW#FKDLU#ZDV#
DSSRLQWHG#LQ#1RYHPEHU#RI#4<<;1

%RDUG·V#LQYROYHPHQW#LQ#WKH#
DSSRLQWPHQW#SURFHVV#IRU#QHZ#
%RDUG#PHPEHUV

<15; :H#IHHO#WKDW#D#%RDUG#WKDW#LV#LQWHUHVWHG#LQ#EHLQJ#DV#HIIHFWLYH#DV#
SRVVLEOH#PXVW#VWDUW#E\#GRLQJ#ZKDW#LW#FDQ#WR#HQVXUH#WKDW#DSSURSULDWH#SHRSOH#
DUH#DSSRLQWHG1#7KH#%RDUG#VKRXOG#EH#LQ#WKH#EHVW#SRVLWLRQ#WR#NQRZ#WKH#VNLOO#
VHWV#DQG#RWKHU#DWWULEXWHV#WKDW#DUH#UHTXLUHG#RI#1%/&#%RDUG#PHPEHUV1#:H#
WKHUHIRUH#IHHO#WKDW#LW#ZRXOG#EH#ZRUWKZKLOH#IRU#WKH#%RDUG#RI#1%/&#WR#
SURYLGH#GHFLVLRQ0PDNHUV#ZLWK#VRPH#JXLGDQFH#IRU#WKHLU#UHIHUHQFH#ZKHQ#
DSSRLQWLQJ#QHZ#%RDUG#PHPEHUV#DQG#WKH#FKDLU1

<15< 1%/&#%RDUG#PHPEHUV#KDYH#VWURQJ#RSLQLRQV#RQ#WKH#VNLOOV#DQG#
DSWLWXGHV#UHTXLUHG#RI#HIIHFWLYH#1%/&#%RDUG#PHPEHUV1#%RDUG#PHPEHUV#
ZKR#UHVSRQGHG#WR#RXU#VXUYH\#IHOW#WKDW#JHQHUDO#EXVLQHVV#NQRZOHGJH#ZDV#
WKH#PRVW#LPSRUWDQW#DWWULEXWH#WKDW#DQ#1%/&#%RDUG#PHPEHU#FRXOG#SRVVHVV1#
7KH\#DOVR#EHOLHYHG#WKDW#SURIHVVLRQDO#H[SHUWLVH/#NQRZOHGJH#RI#
JRYHUQPHQW/#UHODWHG#LQGXVWU\#H[SHULHQFH/#DQG#SULRU#ERDUG#H[SHULHQFH#
ZHUH#DOO#RI#VRPH#LPSRUWDQFH1#

<163 6XUYH\#UHVSRQGHQWV#DOVR#LQGLFDWHG#WKHLU#EHOLHI#WKDW#WKHUH#LV#D#JRRG#
PL[#RI#VNLOO#VHWV#RQ#WKH#FXUUHQW#%RDUG1#7KH\#VSHFLILFDOO\#QRWHG#WKH#PL[#RI#
H[SHULHQFH#DQG#NQRZOHGJH/#OHQJWK#RI#VHUYLFH/#VNLOOV#DQG#DELOLWLHV/#DQG#
GHPRJUDSKLF#DQG#JHRJUDSKLF#UHSUHVHQWDWLRQ#SURYLGHG#E\#WKH#FXUUHQW#
%RDUG1#:H#ZRXOG#HQFRXUDJH#%RDUG#PHPEHUV#WR#VKDUH#WKHVH#RSLQLRQV#
ZLWK#GHFLVLRQ0PDNHUV1#0HPEHUV#VWDWHG#WKDW#WKH#%RDUG#FXUUHQWO\#KDV#QR#
LQYROYHPHQW#LQ#WKH#VHOHFWLRQ#RI#QHZ#%RDUG#PHPEHUV#RU#WKH#FKDLU1#7KH#
&(2#VWDWHG#WKDW#WKH#FXUUHQW#%RDUG#KDV#WKH#EHVW#PL[#RI#VNLOO#VHWV#RI#DQ\#
%RDUG#GXULQJ#KLV#WHQXUH1#:H#ZRXOG#DJUHH#WKDW#WKHUH#LV#D#JRRG#PL[#RI#
VNLOOV#RQ#WKH#%RDUG1#:H#QRWH#WKH#SUHVHQFH#RI#%RDUG#PHPEHUV#ZLWK#OHJDO/#
DFFRXQWLQJ/#DQG#JHQHUDO#EXVLQHVV#EDFNJURXQGV1#:H#IHHO#WKH#PL[#RI#VNLOO#
VHWV#RQ#WKH#%RDUG#LV#D#VLJQLILFDQW#LPSURYHPHQW#RYHU#ZKDW#H[LVWHG#GXULQJ#
RXU#JHQHUDO#JRYHUQDQFH#UHYLHZ#LQ#4<<91#7KH#%RDUG#VKRXOG#DWWHPSW#WR#
HQVXUH#WKDW#IXWXUH#%RDUGV#EULQJ#VWURQJ#VNLOOV#DQG#DELOLWLHV#WR#WKH#WDEOH#E\#
SURYLGLQJ#WKHLU#LQSXW#WR#WKH#DSSRLQWPHQW#SURFHVV1#2QH#HIIHFWLYH#ZD\#RI#
GRLQJ#WKLV#ZRXOG#EH#WKURXJK#WKH#SUHSDUDWLRQ#DQG#UHJXODU#XSGDWLQJ#RI#D#
%RDUG#PHPEHU#SURILOH#ZKLFK#FRXOG#EH#SURYLGHG#WR#GHFLVLRQ0PDNHUV#ZKHQ#
QHZ#%RDUG#PHPEHUV#DUH#EHLQJ#FKRVHQ1

5HFRPPHQGDWLRQ <164 :H#UHFRPPHQGHG#WKDW#WKH#%RDUG#SUHSDUH#%RDUG#PHPEHU#
DQG#FKDLU#SURILOHV#DQG#SURYLGH#WKHP#WR#GHFLVLRQ0PDNHUV#ZKHQ#%RDUG#
YDFDQFLHV#DUH#WR#EH#ILOOHG1

%RDUG#UHVSRQVH <165 $JUHHG1#7KH#%RDUG#ZLOO#UHYLHZ#WKH#VDPSOH#SURILOH1111DQG#ZLOO#
SUHSDUH#D#VLPLODU#GRFXPHQW#IRU#IXWXUH#UHIHUHQFH1



*RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ &KDSWHU#<

4:5 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

,QGHSHQGHQFH#RI#%RDUG#
PHPEHUV

<166 7KH#$FW#VFUHHQV#RXW#SRWHQWLDO#%RDUG#PHPEHUV#ZLWK#LQYROYHPHQW#
LQ#OLTXRU0UHODWHG#RUJDQL]DWLRQV1#$GGLWLRQDOO\/#%RDUG#PHPEHUV#VLJQ#D#
´'HFODUDWLRQ#RI#,QWHUHVW#E\#'LUHFWRUµ#IRUP#ZKHQ#WKH\#MRLQ#WKH#%RDUG1#
7KHUH#LV#DOVR#DQ#LQIRUPDO#UHTXLUHPHQW#IRU#%RDUG#PHPEHUV#WR#H[FXVH#
WKHPVHOYHV#IURP#WKH#%RDUG#WDEOH#LI#D#PDWWHU#FRPHV#XS#IRU#GLVFXVVLRQ#LQ#
ZKLFK#WKH\#KDYH#DQ#LQWHUHVW1#$#´6WDQGDUGV#RI#&RQGXFWµ#SROLF\#GRHV#H[LVW#
DW#1%/&#EXW#LW#DSSOLHV#RQO\#WR#PDQDJHPHQW#DQG#VWDII1#:H#IHHO#WKDW#LW#
ZRXOG#EH#DSSURSULDWH#WR#H[WHQG#WKDW#SROLF\#WR#LQFOXGH#%RDUG#PHPEHUV1

<167 :H#QRWH#WKDW#XQGHU#WKH#$FW#WKH#&(2#RI#1%/&#LV#D#IXOO#YRWLQJ/#
H[0RIILFLR#PHPEHU#RI#WKH#%RDUG1#7KLV#PHDQV#WKDW#WKH#KHDG#RI#WKH#
PDQDJHPHQW#WHDP#LV#DEOH#WR#YRWH#RQ#PDWWHUV#WDNHQ#WR#WKH#%RDUG#IRU#LWV#
DSSURYDO1#:KLOH#ZH#DFNQRZOHGJH#WKDW#WKH#&(2#KDV#RQO\#RQH#YRWH#RQ#D#
%RDUG#RI#VHYHQ#PHPEHUV/#WKH#VLWXDWLRQ#GRHV#WHQG#WR#EOXU#WKH#UHVSHFWLYH#
UROHV#RI#WKH#%RDUG#DQG#PDQDJHPHQW1#:H#EHOLHYH#WKDW#WKH#DELOLW\#RI#WKH#
%RDUG#WR#IXQFWLRQ#LQGHSHQGHQWO\#RI#PDQDJHPHQW#ZRXOG#EH#HQKDQFHG#LI#
WKH#&(2#GLG#QRW#KDYH#YRWLQJ#ULJKWV1

<168 ,Q#WKH#ZRUGV#RI#-RKQ#&DUYHU/#DXWKRU#RI#WKH#%RRN#´%RDUGV#WKDW#
0DNH#D#'LIIHUHQFHµ=

7KH#FKLHI#H[HFXWLYH#PXVW#EH#DEOH#WR#UHO\#RQ#WKH#ERDUG#WR#
FRQIURQW#DQG#UHVROYH#LVVXHV#RI#JRYHUQDQFH#ZKLOH#UHVSHFWIXOO\#
VWD\LQJ#RXW#RI#PDQDJHPHQW1#7KH#ERDUG#PXVW#EH#DEOH#WR#UHO\#RQ#
WKH#FKLHI#H[HFXWLYH#WR#FRQIURQW#DQG#UHVROYH#LVVXHV#RI#
PDQDJHPHQW#ZKLOH#UHVSHFWIXOO\#VWD\LQJ#RXW#RI#JRYHUQDQFH1

5HFRPPHQGDWLRQV <169 :H#UHFRPPHQGHG#WKDW#WKH#H[LVWLQJ#FRUSRUDWH#6WDQGDUGV#RI#
&RQGXFW#3ROLF\#EH#H[WHQGHG#WR#FRYHU#%RDUG#PHPEHUV1

<16: :H#UHFRPPHQGHG#WKDW#FRQVLGHUDWLRQ#EH#JLYHQ#WR#KDYLQJ#WKH#
&(2#FRQWLQXH#DV#DQ#H[0RIILFLR#PHPEHU#RI#WKH#%RDUG/#EXW#RQ#D#
QRQ0YRWLQJ#EDVLV1#7KLV#FRXOG#EH#GRQH#E\#D#FKDQJH#LQ#OHJLVODWLRQ1

%RDUG#UHVSRQVH <16; 7KH#%RDUG#FRQFXUV#WKDW#WKH#´6WDQGDUGV#RI#&RQGXFWµ#3ROLF\#FDQ#
EH#H[SDQGHG#WR#FRYHU#%RDUG#0HPEHUV#DQG#ZLOO#WDNH#WKH#DSSURSULDWH#
DFWLRQ#LQ#WKLV#UHJDUG1

<16< 7KH#%RDUG#GRHV#QRW/#KRZHYHU/#DJUHH#WKDW#WKHUH#LV#D#QHHG#WR#PDNH#
WKH#&(2#D#QRQ0YRWLQJ#PHPEHU1#111

<173 $Q#H[0RIILFLR#%RDUG#PHPEHU#KDV#WKH#VDPH#UHVSRQVLELOLWLHV#DQG#
OLDELOLWLHV#DV#RWKHU#PHPEHUV#RI#WKH#%RDUG#XQGHU#WKH#1%/&#$FW#DQG#WKH#
1%#&RPSDQLHV#$FW1#&RQVHTXHQWO\/#DQ#H[0RIILFLR#PHPEHU#GRHV/#DQG#
VKRXOG#KDYH#IXOO#YRWLQJ#ULJKWV#ZKLFK#ZDV#WKH#LQWHQW#RI#WKH#OHJLVODWLRQ1#111

&RPPLWPHQW#RI#%RDUG#
PHPEHUV

<174 :H#QRWHG#IURP#D#UHYLHZ#RI#%RDUG#PLQXWHV#WKDW#DWWHQGDQFH#DW#
%RDUG#PHHWLQJV#LV#YHU\#JRRG1#,Q#IDFW/#PHPEHUV#UDUHO\#PLVV#PHHWLQJV1#
7KLV#OHYHO#RI#FRPPLWPHQW#LV#YHU\#LPSRUWDQW#IRU#WKH#1%/&#%RDUG#LQ#WKDW#
WKH#FRUSRUDWH#E\ODZV#VSHFLI\#WKDW#ILYH#RI#WKH#VHYHQ#YRWLQJ#PHPEHUV#PXVW#
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EH#SUHVHQW#IRU#D#TXRUXP#WR#H[LVW1#6XUYH\#UHVSRQGHQWV#LQGLFDWHG#WKDW#WHQ#
WR#WZHOYH#%RDUG#PHHWLQJV#VKRXOG#EH#KHOG#HDFK#\HDU1#7KH#%RDUG#RI#1%/&#
FXUUHQWO\#PHHWV#RQ#D#PRQWKO\#EDVLV/#L1H1#WZHOYH#WLPHV#SHU#\HDU1#7KH#
PDMRULW\#RI#VXUYH\#UHVSRQGHQWV#DOVR#IHOW#WKDW#%RDUG#PHPEHUV#QHHG#WR#
VSHQG#RQ#DYHUDJH#WHQ#RU#OHVV#KRXUV#SHU#PRQWK#LQ#IXOILOOLQJ#WKHLU#GXWLHV1

%RDUG#VHOI0DVVHVVPHQWV#RI#
SHUIRUPDQFH

<175 %RDUG#PHPEHUV#LQGLFDWHG#LQ#LQWHUYLHZV#WKDW#WKH#%RDUG#GRHV#QRW#
´VHOI0DVVHVVµ#WKHLU#RZQ#SHUIRUPDQFH#RU#WKH#SHUIRUPDQFH#RI#LQGLYLGXDO#
%RDUG#PHPEHUV1#7KH#&(2#LQGLFDWHG#WKDW#KH#GRHV#QRW#LQYROYH#KLPVHOI#LQ#
DVVHVVLQJ#WKH#SHUIRUPDQFH#RI#WKH#%RDUG#RI#'LUHFWRUV#HLWKHU#EHFDXVH#´WKH\#
DUH#P\#ERVV1µ#+RZHYHU/#LI#QHFHVVDU\#KH#ZRXOG#GLVFXVV#%RDUG#
SHUIRUPDQFH#SUREOHPV#ZLWK#WKH#FKDLU#WKDW#LPSDFWHG#QHJDWLYHO\#RQ#WKH#
SHUIRUPDQFH#RI#WKH#FRUSRUDWLRQ1

<176 %RDUG#PHPEHUV#SURYLGHG#VRPH#JHQHUDO#LQIRUPDWLRQ#RQ#WKH#
SHUIRUPDQFH#RI#WKH#%RDUG#LQ#WKHLU#UHVSRQVHV#WR#WKH#VXUYH\1#7KH\#UDWHG#
WKH#RYHUDOO#HIIHFWLYHQHVV#RI#WKH#JRYHUQDQFH#SURYLGHG#E\#WKH#%RDUG#DV#
´YHU\#JRRG1µ#7KH\#DOVR#DJUHHG#WKDW=

• WKH#%RDUG#DFWV#LPPHGLDWHO\#ZKHQ#SUHVHQWHG#ZLWK#FOHDU#HYLGHQFH#RI#D#
SUREOHP>

• WKH#%RDUG#GRHV#QRW#LQYROYH#LWVHOI#LQ#WKH#GD\0WR0GD\#PDQDJHPHQW#
GHFLVLRQV#RI#WKH#&RUSRUDWLRQ>

• GHFLVLRQ0PDNLQJ#LV#QRW#FRPSURPLVHG#EHFDXVH#VRPH#%RDUG#PHPEHUV#
UHSUHVHQW#VSHFLDO#LQWHUHVWV>

• %RDUG#PHPEHUV#XQGHUVWDQG#WKH#RUJDQL]DWLRQ#ZHOO#HQRXJK#WR#
SDUWLFLSDWH#LQ#HIIHFWLYH#GHFLVLRQ0PDNLQJ>

• WKH#%RDUG#GRHV#QRW#DFW#DV#D#´UXEEHU#VWDPSµ#IRU#FRQFOXVLRQV#UHDFKHG#
E\#PDQDJHPHQW>

• WKH#%RDUG#ZRUNV#ZHOO#WRJHWKHU#DV#D#WHDP>

• WKH#%RDUG#ZRUNV#WR#UHVROYH#FRQIOLFWLQJ#SRVLWLRQV>

• %RDUG#PHPEHUV#KDYH#VXIILFLHQW#RSSRUWXQLW\#WR#H[SUHVV#WKHLU#YLHZV#DW#
%RDUG#PHHWLQJV>

• %RDUG#PHPEHUV#DSSHDU#WR#GHYRWH#VXIILFLHQW#WLPH#WR#%RDUG#PHHWLQJV>#
DQG

• DWWHQGDQFH#DW#%RDUG#PHHWLQJV#LV#QRW#D#SUREOHP1

<177 :H#IHHO#WKDW#LW#ZRXOG#EH#YHU\#XVHIXO#IRU#WKH#1HZ#%UXQVZLFN#
/LTXRU#&RUSRUDWLRQ#%RDUG#WR#FRQGXFW#DQ#DQQXDO#VHOI0DVVHVVPHQW#RI#LWV#
SHUIRUPDQFH#WR#HQVXUH#LW#LV#EHLQJ#DV#HIIHFWLYH#DV#SRVVLEOH1#6XFK#D#
VHOI0DVVHVVPHQW#ZRXOG#SURYLGH#DQ#H[FHOOHQW#RSSRUWXQLW\#IRU#%RDUG#
PHPEHUV#WR#LGHQWLI\#KRZ#WKH\#PLJKW#LPSURYH#WKHLU#FRQWULEXWLRQ#WR#WKH#
VXFFHVV#RI#1%/&1#$QQXDO#SHUIRUPDQFH#DVVHVVPHQWV#RI#WKH#%RDUGV·#
LQGLYLGXDO#PHPEHUV#ZRXOG#DOVR#EH#GHVLUDEOH1#7KHVH#ZRXOG#OLNHO\#EH#
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FRQGXFWHG#E\#WKH#%RDUG#FKDLU1#$GRSWLQJ#VXFK#D#SROLF\#QRZ#ZRXOG#DOVR#
EH#EHQHILFLDO#WR#IXWXUH/#OHVV#H[SHULHQFHG#%RDUGV#RI#1%/&1#

5HFRPPHQGDWLRQ <178 :H#UHFRPPHQGHG#WKDW#WKH#%RDUG#FRQGXFW#IRUPDO#DQQXDO#
VHOI0DVVHVVPHQWV#RI#LWV#SHUIRUPDQFH1

%RDUG#UHVSRQVH <179 7KH#%RDUG#GRHV#QRW#DJUHH#WKDW#VXFK#IRUPDO#VHOI0DVVHVVPHQWV#DUH#
QHFHVVDU\#QRU#DSSURSULDWH1#,I#DW#DQ\#WLPH#DQRPDOLHV#DUH#QRWHG/#WKH#&KDLU#
DGGUHVVHV#WKH#LQGLYLGXDO#%RDUG#PHPEHU+V,#GLUHFWO\1#2XU#SHUIRUPDQFH#
HYDOXDWLRQ#LV#WKH#\HDU0HQG#RSHUDWLRQDO#UHVXOWV1#7KH#RXW0SXW#LV#WKH#RQO\#
PHDQLQJIXO#%RDUG#VHOI0DVVHVVPHQW#FULWHULD#DQG#RXU#VXFFHVVIXO#\HDUO\#
UHFRUG#VSHDNV#IRU#LWVHOI1

%RDUG#5ROHV#DQG#
5HVSRQVLELOLWLHV

<17: 2XU#VHFRQG#JRYHUQDQFH#HYDOXDWLRQ#FULWHULRQ#LV#DV#IROORZV=

7KH#%RDUG#RI#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#VKRXOG#
KDYH#D#FOHDU#XQGHUVWDQGLQJ#RI#WKHLU#UROHV/#UHVSRQVLELOLWLHV/#DQG#
GXWLHV/#DQG#WKH#DFFRXQWDELOLW\#VWUXFWXUH#ZLWKLQ#ZKLFK#WKH\#
RSHUDWH1

(QDEOLQJ#/HJLVODWLRQ <17; 7KH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#$FW#GHILQHV#WKH#UROH#RI#
WKH#1%/&#%RDUG#DV#IROORZV=

7KH#%RDUG#VKDOO#DGPLQLVWHU#WKH#DIIDLUV#RI#WKH#&RUSRUDWLRQ#RQ#
D#FRPPHUFLDO#EDVLV#DQG#DOO#GHFLVLRQV#DQG#DFWLRQV#RI#WKH#%RDUG#
DUH#WR#EH#EDVHG#RQ#VRXQG#EXVLQHVV#SUDFWLFHV1

<17< 6SHFLILF#%RDUG#UHVSRQVLELOLWLHV#LGHQWLILHG#LQ#WKH#$FW#LQFOXGH=

7KH#%RDUG/#VXEMHFW#WR#WKH#DSSURYDO#RI#WKH#/LHXWHQDQW0
*RYHUQRU#LQ#&RXQFLO/#VKDOO#DSSRLQW#D#*HQHUDO#0DQDJHU#RI#WKH#
&RUSRUDWLRQ1

7KH#%RDUG#VKDOO/#EHIRUH#WKH#WKLUW\0ILUVW#GD\#RI#'HFHPEHU#LQ#
HDFK#\HDU/#SUHSDUH#DQG#VXEPLW#WR#%RDUG#RI#0DQDJHPHQW#D#
EXGJHW#FRQWDLQLQJ#HVWLPDWHV#RI#WKH#DPRXQWV#UHTXLUHG#IRU#
ZRUNLQJ#FDSLWDO#DQG#IRU#FDSLWDO#H[SHQGLWXUHV#UHTXLUHG#GXULQJ#
WKH#QH[W#\HDU#IRU#WKH#SXUSRVHV#RI#WKH#&RUSRUDWLRQ#DQG#
IRUHFDVWLQJ#WKH#HVWLPDWHG#QHW#SURILW#RI#WKH#&RUSRUDWLRQ#IRU#WKH#
QH[W#\HDU1

7KH#%RDUG#VKDOO#VXEPLW#WR#WKH#0LQLVWHU#RI#)LQDQFH/#DW#VXFK#
WLPHV#DV#KH#PD\#SUHVFULEH/#UHSRUWV#VHWWLQJ#RXW#WKH#QHW#SURILW#
DQG#QHW#SURILW#IRUHFDVWV#RI#WKH#&RUSRUDWLRQ#DQG#VXFK#UHSRUWV#
VKDOO#FRQWDLQ#VXFK#LQIRUPDWLRQ#DV#KH#PD\#SUHVFULEH1

<183 7KHUH#LV#QR#RWKHU#VSHFLILF#GLUHFWLRQ#SURYLGHG#WR#WKH#%RDUG#RI#
1%/&#DV#WR#WKHLU#UROHV#DQG#UHVSRQVLELOLWLHV1
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%\ODZV <184 7KH#$FW#VWDWHV=

6XEMHFW#WR#WKLV#$FW/#WKH#%RDUG#PD\#PDNH#E\0ODZV#IRU#WKH#
PDQDJHPHQW#RI#WKH#SURSHUW\/#HIIHFWV/#DIIDLUV#DQG#EXVLQHVV#RI#
WKH#&RUSRUDWLRQ#RU#UHODWLQJ#WR#DQ\#RWKHU#WKLQJ#WKDW#PD\#EH#
QHFHVVDU\#IRU#FDUU\LQJ#RXW#WKH#SXUSRVHV#RI#WKH#&RUSRUDWLRQ#
DQG#IRU#WKH#H[HUFLVH#RI#DQ\#RWKHU#SRZHUV#RI#WKH#&RUSRUDWLRQ#
LQFLGHQWDO#WKHUHWR1

<185 7KH#%RDUG#RI#1%/&#KDV#FUHDWHG#FRUSRUDWH#E\ODZV1#/LNH#WKH#$FW/#
WKH#E\ODZV#DUH#YHU\#JHQHUDO#LQ#GHVFULELQJ#WKH#UROHV#DQG#UHVSRQVLELOLWLHV#RI#
WKH#%RDUG1#7KH\#VLPSO\#UHSHDW#ZKDW#LV#GRFXPHQWHG#LQ#WKH#$FW/#QDPHO\=

7KH#%RDUG#VKDOO#DGPLQLVWHU#WKH#DIIDLUV#RI#WKH#&RUSRUDWLRQ#RQ#
D#FRPPHUFLDO#EDVLV#DQG#DOO#GHFLVLRQV#DQG#DFWLRQV#RI#WKH#%RDUG#
DUH#WR#EH#EDVHG#RQ#VRXQG#EXVLQHVV#SUDFWLFHV1

%RDUG#PHPEHUV·#UROHV#DQG#
UHVSRQVLELOLWLHV

<186 1%/&#ERDUG#PHPEHUV·#FRPPHQWV#LQGLFDWHG#WKDW#WKHUH#LV#VRPH#
GLVDJUHHPHQW#DV#WR#ZKHWKHU#WKH#ERDUG#VKRXOG#VHH#LWVHOI#DV#D#JRYHUQLQJ#
ERDUG/#RU#VLPSO\#DV#DQ#DGPLQLVWUDWLYH#PDQDJHU1#

<187 $OO#VXUYH\#UHVSRQGHQWV#IHOW#WKDW#´VHWWLQJ#VWUDWHJLF#GLUHFWLRQ#DQG#
JRDOVµ#DQG#´VHWWLQJ#VLJQLILFDQW#SROLFLHV#E\#ZKLFK#WKH#&RUSRUDWLRQ#
RSHUDWHVµ#DUH#YHU\#LPSRUWDQW#DUHDV#RI#UHVSRQVLELOLW\#IRU#WKH#%RDUG1#$#
PDMRULW\#RI#UHVSRQGHQWV#DOVR#IHOW#WKDW#´HQVXULQJ#WKDW#WKH#&RUSRUDWLRQ#KDV#
DGHTXDWH#UHVRXUFHVµ/#́ PDNLQJ#DOO#FULWLFDO#EXVLQHVV#GHFLVLRQVµ/#´HQVXULQJ#
HIIHFWLYH#PDQDJHPHQW#LQIRUPDWLRQ#V\VWHPV#DUH#LQ#SODFHµ/#´EULQJLQJ#DQ#
H[WHUQDO#YLHZSRLQW#WR#WKH#&RUSRUDWLRQ·V#DWWHQWLRQµ#DQG#´HQVXULQJ#
DFFRXQWDELOLW\#REOLJDWLRQV#DUH#GLVFKDUJHGµ/#DUH#YHU\#LPSRUWDQW1

<188 7KH#&(2#IHOW#WKDW#WKH#PDMRU#UROHV#RI#WKH#%RDUG#LQFOXGHG#´JLYLQJ#
JXLGDQFH#RQ#ZKHUH#WR#JRµ/#´GHEDWLQJ#DQG#GLVFXVVLQJ#LVVXHV#EURXJKW#
IRUZDUGµ/#DQG#DSSURYLQJ#SROLFLHV/#RSHUDWLQJ#SODQV/#DQG#VWUDWHJLF#SODQV1

<189 :H#DOVR#ORRNHG#DW#VRPH#%RDUG#PLQXWHV#WR#GHWHUPLQH#ZKDW#LWHPV#
DUH#LQFOXGHG#RQ#W\SLFDO#%RDUG#DJHQGDV1#7KH#IROORZLQJ#LV#D#OLVW#RI#DUHDV#
LQFOXGHG=

• UHYLHZ#RI#PRQWKO\#ILQDQFLDO#VWDWHPHQWV>

• UHYLHZ#RI#RWKHU#UHJXODU#UHSRUWV#+RQ#D#TXDUWHUO\#EDVLV,>

• DSSURYDO#RI#WHQGHUV#IRU#VXSSOLHUV#RI#FDSLWDO#RU#RSHUDWLQJ#LWHPV>

• DSSURYDO#RI#QHZ#DJHQF\#VWRUHV>

• DSSURYDO#RI#OHDVH#DUUDQJHPHQWV#IRU#1%/&#VWRUHV>

• DSSURYDO#RI#SROLF\2E\ODZ#FKDQJHV#DV#LQLWLDWHG#E\#PDQDJHPHQW#
+H1J1 DGMXVWPHQW#RI#PDUN0XS#OLVW/#EHHU#OLVWLQJ#SROLF\,>

• GLVFXVVLRQ#RI#VDOH#RI#1%/&#SURSHUWLHV#ZKLFK#DUH#QR#ORQJHU#QHHGHG>#
DQG

• GLYLVLRQDO#PDQDJHUV#SUHVHQWDWLRQV#0#HGXFDWLRQ1
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<18: 7KH#FRPPHQWV#IURP#%RDUG#PHPEHUV#LQGLFDWH#WKDW#WKH#%RDUG/#DV#D#
ZKROH/#IHHOV#WKDW#LWV#UROHV#DQG#UHVSRQVLELOLWLHV#LQYROYH#D#PL[#RI#JRYHUQLQJ#
DQG#DGPLQLVWUDWLYH#PDQDJHPHQW#DUHDV1#2XU#UHYLHZ#RI#WKH#%RDUG#PLQXWHV#
VHHPV#WR#FRQILUP#WKLV#RSLQLRQ1#+RZHYHU/#ZH#QRWHG#WKDW#WKHUH#VHHPV#WR#EH#
VRPH#YDULDQFH#LQ#WKH#YLHZV#RI#LQGLYLGXDO#%RDUG#PHPEHUV#DV#WR#ZKDW#WKH#
%RDUG#VKRXOG#LQYROYH#LWVHOI#LQ1#7KLV#LV#QRW#VXUSULVLQJ#JLYHQ#WKDW#WKH#$FW#
DQG#E\0ODZV#DUH#YHU\#JHQHUDO#LQ#GHVFULELQJ#WKH#UROHV#DQG#UHVSRQVLELOLWLHV#
RI#WKH#%RDUG1#$#IDLU#GHJUHH#RI#LQWHUSUHWDWLRQ#LV#UHTXLUHG#E\#%RDUG#
PHPEHUV1

<18; :H#IHHO#WKDW#LW#LV#YHU\#LPSRUWDQW#WKDW#1%/&#%RDUG#PHPEHUV/#
QRZ#DQG#LQ#WKH#IXWXUH/#KDYH#D#FRPPRQ#XQGHUVWDQGLQJ#RI#WKH#UROHV#DQG#
UHVSRQVLELOLWLHV#RI#WKHLU#%RDUG1#7KH#PRVW#HIIHFWLYH#ZD\#RI#HQVXULQJ#WKLV#
FRPPRQ#XQGHUVWDQGLQJ#H[LVWV#LV#IRU#WKH#%RDUG#WR#GRFXPHQW#LWV#UROHV#DQG#
UHVSRQVLELOLWLHV#LQ#D#%RDUG#SRVLWLRQ#GHVFULSWLRQ#DQG#UHIHU#WR#LW#RIWHQ1#6XFK#
D#GRFXPHQW#ZRXOG#KHOS#NHHS#WKH#%RDUG#IRFXVHG#RQ#WKHLU#RZQ#UROHV#DQG#
UHVSRQVLELOLWLHV1#,W#ZRXOG#EH#D#XVHIXO#UHIHUHQFH#VRXUFH#IRU#FXUUHQW#%RDUG#
PHPEHUV/#DQG#DOVR#DQ#H[FHOOHQW#RULHQWDWLRQ#GRFXPHQW#IRU#QHZ#PHPEHUV#
MRLQLQJ#WKH#%RDUG1#$OVR/#E\#VSHFLI\LQJ#%RDUG#UROHV#DQG#UHVSRQVLELOLWLHV/#
WKH#UROHV#DQG#UHVSRQVLELOLWLHV#RI#PDQDJHPHQW#DUH#DOVR#FODULILHG1#%\#
GHIDXOW#DQ\WKLQJ#QRW#RQ#WKH#SRVLWLRQ#GHVFULSWLRQ#RI#WKH#%RDUG#EHFRPHV#WKH#
UHVSRQVLELOLW\#RI#PDQDJHPHQW1

5HFRPPHQGDWLRQ <18< :H#UHFRPPHQGHG#WKDW#WKH#%RDUG#FDUHIXOO\#FRQVLGHU#LWV#UROHV#
DQG#UHVSRQVLELOLWLHV#DQG#GRFXPHQW#D#%RDUG#SRVLWLRQ#GHVFULSWLRQ#WKDW#
FOHDUO\#VXPPDUL]HV#WKHP1

%RDUG#UHVSRQVH <193 $OWKRXJK#WKH#%RDUG#IHHOV#YHU\#FRPIRUWDEOH#ZLWK#LWV#UROHV#DQG#
UHVSRQVLELOLWLHV/#ZH#ZLOO#SURFHHG#ZLWK#DQ#RULHQWDWLRQ#GRFXPHQW#RQ#WKRVH#
UROHV#DQG#UHVSRQVLELOLWLHV1

%RDUG#DFFRXQWDELOLW\ <194 7KHUH#DUH#WZR#TXHVWLRQV#UHODWLQJ#WR#1%/&#%RDUG#DFFRXQWDELOLW\#
WKDW#QHHG#WR#EH#DQVZHUHG1#9HU\#EDVLFDOO\#WKH\#DUH/#´DFFRXQWDEOH#IRU#
ZKDW"µ#DQG#´DFFRXQWDEOH#WR#ZKRP"µ#$#UHODWHG#TXHVWLRQ#LV#´KRZ#LV#WKH#
ERDUG·V#DFFRXQWDELOLW\#REOLJDWLRQ#GLVFKDUJHG"µ

<195 $FFRXQWDELOLW\#FDQ#EH#GHILQHG#DV#WKH#REOLJDWLRQ#WR#DQVZHU#IRU#
DXWKRULW\#DQG#UHVSRQVLELOLW\#WKDW#KDV#EHHQ#FRQIHUUHG1#:H#IHHO#WKDW#DV#D#
JRYHUQLQJ#ERDUG/#WKH#%RDUG#RI#1%/&#LV#DFFRXQWDEOH#IRU#DOO#DFWLYLW\#DW#
1%/&1#,Q#RWKHU#ZRUGV/#WKH#1%/&#%RDUG#LV#DFFRXQWDEOH#IRU#WKH#RYHUDOO#
SHUIRUPDQFH#RI#WKH#FRUSRUDWLRQ1#0XFK#RI#WKH#UHVSRQVLELOLW\#IRU#DFKLHYLQJ#
DQ#DFFHSWDEOH#SHUIRUPDQFH#OHYHO#KDV#EHHQ#GHOHJDWHG#WR#WKH#&(2/#ZKR#LQ#
WXUQ#KDV#GHOHJDWHG#UHVSRQVLELOLW\#WR#KLV#VWDII1#+RZHYHU/#DFFRXQWDELOLW\#
IRU#SHUIRUPDQFH#UHVWV#ZLWK#WKH#%RDUG#UDWKHU#WKDQ#WKH#0LQLVWHU#RI#)LQDQFH#
RU#WKH#VWDII#RI#1%/&1#

<196 %RDUG#PHPEHUV/#H[FHSW#IRU#WKH#&(2/#DUH#DSSRLQWHG#E\#WKH#
/LHXWHQDQW0*RYHUQRU#LQ#&RXQFLO1#7KH#&(2#LV#D#PHPEHU#E\#YLUWXH#RI#KLV#
SRVLWLRQ#XQGHU#WKH#$FW1#+RZHYHU/#ZH#GR#QRW#IHHO#WKDW#WKH#%RDUG#VKRXOG#



&KDSWHU#< *RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ

5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 4::

FRQVLGHU#LWVHOI#DFFRXQWDEOH#WR#WKH#/LHXWHQDQW0*RYHUQRU#LQ#&RXQFLO#+LQ#
HIIHFW#WKH#&DELQHW,1#$FFRXQWDELOLW\#PXVW#IORZ#XSZDUGV/#ILQDOO\#UHDFKLQJ#
WKH#/HJLVODWLYH#$VVHPEO\1#6LQFH#WKH#&DELQHW#LV#SURWHFWHG#E\#LWV#ULJKW#WR#
VHFUHF\/#WKHUH#FDQ#EH#QR#IORZ#RI#DFFRXQWDELOLW\#LQIRUPDWLRQ#IURP#&DELQHW#
WR#WKH#/HJLVODWLYH#$VVHPEO\1#,Q#RUGHU#WR#FLUFXPYHQW#WKLV#EDUULHU/#GLUHFW#
DFFRXQWDELOLW\#WR#WKH#/HJLVODWLYH#$VVHPEO\#IRU#1%/&#KDV#EHHQ#DVVLJQHG#
WR#D#UHSUHVHQWDWLYH#RI#WKH#&DELQHW/#WKH#0LQLVWHU#RI#)LQDQFH1#7KH#0LQLVWHU#
RI#)LQDQFH#PXVW#DQVZHU#TXHVWLRQV#LQ#WKH#/HJLVODWLYH#$VVHPEO\#UHODWLQJ#WR#
1%/&1#7KHUHIRUH/#ZH#IHHO#WKH#%RDUG#RI#1%/&#VKRXOG#FRQVLGHU#LWVHOI#WR#
EH#DFFRXQWDEOH#WR#WKH#0LQLVWHU#RI#)LQDQFH#DQG#VKRXOG#UHSRUW#WR#KLP#LQ#
GLVFKDUJLQJ#LWV#DFFRXQWDELOLW\#REOLJDWLRQ1#7KH#PDMRULW\#RI#%RDUG#
PHPEHUV#DJUHHG#WKDW#WKH#%RDUG#LV#DFFRXQWDEOH#WR#WKH#0LQLVWHU#RI#
)LQDQFH1#+RZHYHU/#WKLV#DFFRXQWDELOLW\#IORZ#LV#QRW#HVWDEOLVKHG#LQ#WKH#$FW#
RU#HOVHZKHUH#DQG#VKRXOG#EH#FODULILHG1

<197 7KH#1%/&#$FW#UHTXLUHV#WKH#%RDUG#WR#VXEPLW#DQQXDO#EXGJHW#
ILJXUHV#IRU#QHW#SURILW#DQG#FDSLWDO#H[SHQGLWXUHV1#,W#DOVR#UHTXLUHV#WKH#%RDUG#
WR#SURYLGH#QHW#SURILW#UHSRUWV#DV#UHTXLUHG#E\#WKH#0LQLVWHU#RI#)LQDQFH1#
2WKHUZLVH/#WKH#$FW#JLYHV#QR#VSHFLILF#JXLGDQFH#WR#%RDUG#PHPEHUV#DV#WR#
KRZ#WKH\#DUH#WR#GLVFKDUJH#WKHLU#DFFRXQWDELOLW\#REOLJDWLRQ#WR#WKH#0LQLVWHU#
RI#)LQDQFH1#,Q#QRUPDO#FLUFXPVWDQFHV/#ERDUGV#GLVFKDUJH#WKHLU#
DFFRXQWDELOLW\#REOLJDWLRQV#E\#UHSRUWLQJ#DFWXDO#SHUIRUPDQFH#DJDLQVW#
SODQQHG#SHUIRUPDQFH#DQG#H[SODLQLQJ#DQ\#YDULDQFHV1#$V#ZH#ZLOO#GLVFXVV#
ODWHU#LQ#WKLV#FKDSWHU/#IRUPDO#PHFKDQLVPV#KDYH#EHHQ#VHW#XS#LQ#JRYHUQPHQW#
WR#HQVXUH#WKDW#DFFRXQWDELOLW\#REOLJDWLRQV#DUH#SURSHUO\#GLVFKDUJHG#WKURXJK#
WKH#DQQXDO#UHSRUWLQJ#SURFHVV1#

<198 $V#LV#WKH#FDVH#ZLWK#ERDUG#UROHV#DQG#UHVSRQVLELOLWLHV/#ZH#IHHO#WKDW#
DFFRXQWDELOLW\#LVVXHV#VKRXOG#EH#FODULILHG#DQG#ILQDO#SRVLWLRQV#VKRXOG#EH#
GRFXPHQWHG#E\#WKH#%RDUG#IRU#IXWXUH#UHIHUHQFH1#6XFK#GRFXPHQWDWLRQ#
FRXOG#EH#FRPELQHG#ZLWK#WKH#UROHV#DQG#UHVSRQVLELOLWLHV#GRFXPHQW#
GLVFXVVHG#LQ#WKH#SUHYLRXV#VHFWLRQ1

5HFRPPHQGDWLRQV <199 :H#UHFRPPHQGHG#WKDW#LW#EH#FOHDUO\#HVWDEOLVKHG#ZKDW#WKH#
%RDUG#RI#1%/&#LV#DFFRXQWDEOH#IRU/#WR#ZKRP#WKH\#DUH#DFFRXQWDEOH/#
DQG#KRZ#WKDW#DFFRXQWDELOLW\#REOLJDWLRQ#LV#WR#EH#GLVFKDUJHG1#7KLV#
ZRXOG#EH#PRVW#DSSURSULDWHO\#GRQH#WKURXJK#OHJLVODWLRQ1

<19: :H#UHFRPPHQGHG#WKDW#WKH#%RDUG#LQFOXGH#LQ#WKHLU#UROHV#DQG#
UHVSRQVLELOLWLHV#GRFXPHQW/#D#GHVFULSWLRQ#RI#ZKDW#WKH\#DUH#DFFRXQWDEOH#
IRU/#WR#ZKRP#WKH\#DUH#DFFRXQWDEOH/#DQG#KRZ#WKDW#DFFRXQWDELOLW\#
REOLJDWLRQ#LV#WR#EH#GLVFKDUJHG1#

%RDUG#UHVSRQVH <19; 'LVDJUHH1#7KH#1%/&#$FW#SURYLGHV#DSSURSULDWH#GLUHFWLRQ#DQG#
JXLGDQFH#LQ#WKLV#UHJDUG1#6HFWLRQV#6/#7/#8/#DQG#9#RI#WKH#$FW#HVWDEOLVK#WKH#
EDVLF#UHVSRQVLELOLWLHV#RI#WKH#%RDUG#ZKLOH#VHFWLRQV#;/#4;+4,/#DQG#53#GHILQH#
DFFRXQWDELOLW\#UHTXLUHPHQWV1



*RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ &KDSWHU#<

4:; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

%RDUG#0HPEHUV·#
.QRZOHGJH#RI#WKH#%XVLQHVV#
(QYLURQPHQW

<19< 2XU#WKLUG#JRYHUQDQFH#HYDOXDWLRQ#FULWHULRQ#LV#DV#IROORZV=

7KH#ERDUG#RI#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#VKRXOG#
GHYHORS#DQG#PDLQWDLQ#VXIILFLHQW#H[SHUWLVH#UHODWLYH#WR#WKH#
FRUSRUDWLRQ#LQFOXGLQJ#D#ZRUNLQJ#NQRZOHGJH#RI#WKH#
HQYLURQPHQW#LQ#ZKLFK#WKH#DJHQF\#RSHUDWHV#DQG#WKH#QHHGV#RI#LWV#
FXVWRPHUV1

<1:3 :H#IHHO#WKDW#NQRZOHGJHDEOH#%RDUG#PHPEHUV#DUH#WKH#PRVW#
HIIHFWLYH#%RDUG#PHPEHUV1#,QGLYLGXDOV#ZKR#DUH#DSSRLQWHG#WR#D#ERDUG#
QRUPDOO\#KDYH#EXVLQHVV#RU#SURIHVVLRQDO#H[SHULHQFH#DORQJ#ZLWK#D#ZLGH#
UDQJH#RI#RWKHU#H[SHULHQFHV#WKDW#WKH\#FDQ#GUDZ#RQ#LQ#WKHLU#GHOLEHUDWLRQV#DW#
WKH#ERDUG#WDEOH1#:KDW#WKH\#RIWHQ#GR#QRW#KDYH#LV#VSHFLILF#LQGXVWU\#RU#
JRYHUQLQJ#H[SHULHQFH1#,W#LV#WRZDUGV#WKHVH#WZR#DUHDV#WKDW#ZH#IHHO#WKH#
PDMRULW\#RI#RULHQWDWLRQ#DQG#GHYHORSPHQW#RSSRUWXQLWLHV#IRU#ERDUG#
PHPEHUV#VKRXOG#EH#GLUHFWHG1

2ULHQWDWLRQ#VHVVLRQV#IRU#QHZ#
%RDUG#PHPEHUV

<1:4 $OO#%RDUG#PHPEHUV#LQGLFDWHG#WKDW#WKH\#UHFHLYHG#RULHQWDWLRQ#
VHVVLRQV#ZKHQ#WKH\#MRLQHG#WKH#%RDUG#RI#1%/&1#'LUHFWRUV#VWDWHG#WKDW#WKH\#
IRXQG#WKH#RULHQWDWLRQ#VHVVLRQV#WR#EH#XVHIXO1#7KRVH#ZKR#UHVSRQGHG#WR#WKH#
VXUYH\#LQGLFDWHG#WKDW#WRSLFV#FRYHUHG#LQFOXGHG#WKH#IROORZLQJ=

• WKH#UHODWLRQVKLS#RI#WKH#FRUSRUDWLRQ#WR#WKH#'HSDUWPHQW#RI#)LQDQFH>

• WKHLU#SHUVRQDO#FRQGXFW#DV#GLUHFWRUV>

• WKHLU#UROHV#DQG#UHVSRQVLELOLWLHV#DV#GLUHFWRUV>

• SUHVHQWDWLRQV#RQ#YDULRXV#DVSHFWV#RI#WKH#EXVLQHVV#RSHUDWLRQV#RI#WKH#
FRUSRUDWLRQ>

• LQIRUPDWLRQ#RQ#KRZ#WKH#%RDUG#LV#VWUXFWXUHG#DQG#KRZ#LW#RSHUDWHV>#DQG

• JRYHUQPHQW#SROLFLHV#DQG#SUDFWLFHV#LPSDFWLQJ#RQ#WKH#FRUSRUDWLRQ1
#

<1:5 :H#ZRXOG#HQFRXUDJH#WKRVH#VHWWLQJ#XS#IXWXUH#RULHQWDWLRQ#VHVVLRQV#
WR#LQFOXGH#WKH#IROORZLQJ#WRSLFV#DV#ZHOO=

• WKH#DFFRXQWDELOLW\#VWUXFWXUH#ZLWKLQ#ZKLFK#WKH#%RDUG#RSHUDWHV>#DQG

• LQIRUPDWLRQ#RQ#VWUDWHJLF#SODQV#DGRSWHG#E\#WKH#%RDUG1

'HYHORSPHQWDO#RSSRUWXQLWLHV#
IRU#%RDUG#PHPEHUV

<1:6 :H#QRWHG/#GXULQJ#RXU#LQWHUYLHZV/#WKDW#%RDUG#PHPEHUV#VHHPHG#WR#
KDYH#D#JRRG#NQRZOHGJH#RI#WKH#EXVLQHVV#HQYLURQPHQW#DW#1%/&1#7KH\#
LQGLFDWHG#WKDW#WKH\#DUH#JLYHQ#LQIRUPDWLRQDO#SUHVHQWDWLRQV#GXULQJ#%RDUG#
PHHWLQJV1#7KHVH#SUHVHQWDWLRQV/#ZKLFK#DUH#JLYHQ#RQ#D#URWDWLQJ#EDVLV#HYHU\#
IHZ#\HDUV#DV#QHZ#PHPEHUV#FRPH#RQ#WKH#%RDUG/#UHODWH#WR#LQGLYLGXDO#
VHFWLRQV#ZLWKLQ#WKH#FRUSRUDWLRQ1#%RDUG#PHPEHUV#LQGLFDWHG#WKH\#IHOW#
GHYHORSPHQWDO#RSSRUWXQLWLHV#SURYLGHG#VXIILFLHQW#LQIRUPDWLRQ#WR#DOORZ#
WKHP#WR#EH#HIIHFWLYH#LQ#WKHLU#UROHV#DV#%RDUG#PHPEHUV1#:H#DJUHH#WKDW#
WKHUH#DUH#VLJQLILFDQW#GHYHORSPHQWDO#RSSRUWXQLWLHV#IRU#%RDUG#PHPEHUV#
ZLWK#UHJDUG#WR#NQRZOHGJH#RI#1%/&#DQG#LWV#EXVLQHVV#HQYLURQPHQW1



&KDSWHU#< *RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ

5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 4:<

.QRZOHGJH#RI#*HQHUDO#
*RYHUQDQFH#,VVXHV

<1:7 ,Q#WKH#VXUYH\#ZH#DVNHG#%RDUG#PHPEHUV#LI#WKH\#ZHUH#IDPLOLDU#
ZLWK#FHUWDLQ#JRYHUQDQFH0UHODWHG#SXEOLFDWLRQV1#6RPH#RI#WKH#PRVW#
LPSRUWDQW#RI#WKRVH#SXEOLFDWLRQV#LQFOXGHG#WKH#IROORZLQJ=

• ´7KH#6L[#&KDUDFWHULVWLFV#RI#(IIHFWLYH#*RYHUQDQFHµ/#DV#GHYHORSHG#E\#
WKH#&&$)2)&9,#,QF1#DQG#QRWHG#LQ#WKH#EDFNJURXQG#VHFWLRQ#RI#WKLV#
FKDSWHU1#,W#LV#D#YHU\#JRRG#JHQHUDO#UHIHUHQFH#IRU#ERDUGV#RI#GLUHFWRUV1

• 7KH#7RURQWR#6WRFN#([FKDQJH#+76(,#SXEOLFDWLRQ#²#´*XLGHOLQHV#IRU#
,PSURYHG#&RUSRUDWH#*RYHUQDQFH#LQ#&DQDGD1µ#(YHQ#WKRXJK#LW#LV#
GLUHFWHG#WRZDUGV#WKH#SULYDWH#VHFWRU/#PDMRU#VHFWLRQV#RI#WKH#76(#UHSRUW#
DUH#DSSOLFDEOH#WR#WKH#SXEOLF#VHFWRU#DV#ZHOO#DQG#PD\#EH#SDUWLFXODUO\#
DSSOLFDEOH#WR#D#EXVLQHVV#HQWHUSULVH#OLNH#1%/&1#

• 7KH#ERRN#´%RDUGV#WKDW#0DNH#D#'LIIHUHQFHµ#E\#-RKQ#&DUYHU1#,W#
SURYLGHV#D#YDOXDEOH#WKHRUHWLFDO#GLVFXVVLRQ#RI#PRGHUQ#SXEOLF0VHFWRU#
JRYHUQDQFH1
#

<1:8 3XEOLFDWLRQV#E\#WKH#&DQDGLDQ#,QVWLWXWH#RI#&KDUWHUHG#$FFRXQWDQWV#
DQG#WKH#&RQIHUHQFH#%RDUG#RI#&DQDGD#RQ#WKH#WRSLF#DOVR#SURYLGH#XVHIXO#
UHIHUHQFH#PDWHULDO1

<1:9 6XUYH\#UHVSRQGHQWV#KDG#D#OLPLWHG#RU#QR#NQRZOHGJH#RI#WKHVH#
JRYHUQDQFH#SXEOLFDWLRQV1#:H#EHOLHYH#WKDW#WKH\#UHSUHVHQW#D#JRRG#
FURVV0VHFWLRQ#RI#PDWHULDO#FRYHULQJ#PRGHUQ#JRYHUQDQFH#SUDFWLFHV#DLPHG#DW#
HQKDQFLQJ#WKH#HIIHFWLYHQHVV#RI#ERDUGV#RI#GLUHFWRUV1#:H#WKHUHIRUH#IHHO#WKDW#
WKH#%RDUG#RI#1%/&#VKRXOG#IDPLOLDUL]H#LWVHOI#ZLWK#WKHVH#SXEOLFDWLRQV1#

5HFRPPHQGDWLRQ <1:: :H#UHFRPPHQGHG#WKDW#%RDUG#PHPEHUV#RI#1%/&#IDPLOLDUL]H#
WKHPVHOYHV#ZLWK#DW#OHDVW#VRPH#RI#WKH#JRYHUQDQFH#SXEOLFDWLRQV#
UHIHUUHG#WR#DERYH1#7KLV#FRXOG#EH#DFKLHYHG#E\#SURYLGLQJ#JURXS#
SUHVHQWDWLRQV#WR#WKH#%RDUG/#RU#WKURXJK#LQGLYLGXDO#UHYLHZ#RI#WKHVH#
SXEOLFDWLRQV1

%RDUG#UHVSRQVH <1:; $JUHHG1#7KH#%RDUG#ZLOO#IROORZ#XS#DFFRUGLQJO\1

&LUFXODWLRQ#RI#%RDUG#PHHWLQJ#
PDWHULDOV

<1:< :H#IHHO#WKDW#DOO#PDWHULDO#WR#EH#SUHVHQWHG#RU#GLVFXVVHG#DW#%RDUG#
PHHWLQJV#VKRXOG#EH#FLUFXODWHG#WR#%RDUG#PHPEHUV#VXIILFLHQWO\#LQ#DGYDQFH#
RI#PHHWLQJV#WR#DOORZ#IRU#UHYLHZ#DQG#UHIOHFWLRQ1#%RDUG#PHPEHUV#QRWHG#
WKDW#LQIRUPDWLRQ#LV#UHFHLYHG#RQ#D#WLPHO\#EDVLV/#DOORZLQJ#WKHP#DGHTXDWH#
WLPH#IRU#UHYLHZ#SULRU#WR#%RDUG#PHHWLQJV1

%RDUG·V#,QYROYHPHQW#LQ#
6WUDWHJLF#DQG#3ROLF\#,VVXHV

<1;3 2XU#IRXUWK#JRYHUQDQFH#HYDOXDWLRQ#FULWHULRQ#LV#DV#IROORZV=

7KH#%RDUG#RI#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#VKRXOG#
SURYLGH#VWUDWHJLF#GLUHFWLRQ#WR#WKH#FRUSRUDWLRQ/#DORQJ#ZLWK#D#
IUDPHZRUN#RI#FRUSRUDWH#YDOXHV#DQG#HWKLFV#ZLWKLQ#ZKLFK#
PDQDJHPHQW#PD\#RSHUDWH1



*RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ &KDSWHU#<

4;3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

6WUDWHJLF#DQG#RSHUDWLRQDO#
SODQQLQJ#DW#1%/&

<1;4 7KHUH#DUH#WZR#SODQQLQJ#GRFXPHQWV#SUHSDUHG#E\#WKH#PDQDJHPHQW#
RI#1%/&/#WKH#VWUDWHJLF#SODQ#DQG#WKH#PDVWHU#RSHUDWLQJ#SODQ1#%RWK#DUH#
GLVFXVVHG#LQ#WKH#VHFWLRQV#WKDW#IROORZ1

6WUDWHJLF#SODQ <1;5 :H#IHHO#WKDW#DV#D#JRYHUQLQJ#%RDUG/#RQH#RI#WKH#NH\#UROHV#RI#WKH#
%RDUG#RI#1%/&#LV#WR#SURYLGH#VWUDWHJLF#GLUHFWLRQ#WR#PDQDJHPHQW1#7KH#
&RQIHUHQFH#%RDUG#RI#&DQDGD/#LQ#WKHLU#-DQXDU\#4<<<#QHZVOHWWHU/#VWDWHG#
´&RPSDQLHV#ZLWK#ERDUGV#WKDW#DVVXPH#PRUH#VWUDWHJLF#UHVSRQVLELOLWLHV#DUH#
RIWHQ#OHDGHUV#RI#WKHLU#LQGXVWULHV#+E\#SURILW#JURZWK#DQG#UHYHQXHV,1µ#2QH#
LPSRUWDQW#ZD\#LQ#ZKLFK#WKH\#FDQ#GR#WKLV#LV#E\#FKDOOHQJLQJ#DQG#DSSURYLQJ#
WKH#VWUDWHJLF#SODQV#RI#PDQDJHPHQW1#

<1;6 6WUDWHJLF#SODQQLQJ#FDQ#EH#GHILQHG#DV#D#FRQWLQXRXV#DQG#V\VWHPDWLF#
SURFHVV#LQ#ZKLFK#FRUSRUDWH#OHDGHUV#IRFXV#RQ#WKH#EURDG#SROLF\#TXHVWLRQV#
IDFLQJ#DQ#RUJDQL]DWLRQ#VXFK#DV#WKH#FRUSRUDWLRQ·V#EDVLF#PLVVLRQ#DQG#
SXUSRVHV/#DORQJ#ZLWK#DOWHUQDWLYH#FRXUVHV#RI#DFWLRQ#RU#VWUDWHJLHV#WR#
DFKLHYH#WKRVH#PLVVLRQV#DQG#SXUSRVHV1#6WUDWHJLF#SODQQLQJ#LV#RQJRLQJ1#,W#
GRHV#QRW#HQG#ZLWK#WKH#SXEOLFDWLRQ#RI#D#SODQ1#5DWKHU/#LWV#VXFFHVV#GHSHQGV#
RQ#LW#EHLQJ#D#QHYHU0HQGLQJ#F\FOH1#:H#IHHO#WKDW#HYHU\#VWUDWHJLF#SODQ#
VKRXOG#FRQWDLQ#WKH#IROORZLQJ#FRPSRQHQWV=

• D#PLVVLRQ#VWDWHPHQW>
• D#OLVW#RI#VWUDWHJLF#REMHFWLYHV>
• D#OLVW#RI#UHODWHG#SHUIRUPDQFH#LQGLFDWRUV>#DQG
• D#SODQ#IRU#KRZ#VWUDWHJLF#REMHFWLYHV#DUH#WR#EH#DFKLHYHG/#HYDOXDWHG#DQG#

UHSRUWHG1
#

<1;7 7KH#FXUUHQW#1%/&#VWUDWHJLF#SODQ#FRYHUV#WKH#SHULRG#IURP#
4<<;0<<#WR#5334053351#,W#ZDV#SUHSDUHG#E\#PDQDJHPHQW#DQG#DSSURYHG#E\#
WKH#%RDUG1#:H#QRWHG#WKDW#WKH#FXUUHQW#1%/&#VWUDWHJLF#SODQ#ODFNV#VRPH#RI#
WKH#EDVLF#FRPSRQHQWV#WKDW#ZH#IHHO#DUH#LPSRUWDQW1#2XU#FRPPHQWV#IROORZ1

0LVVLRQ#VWDWHPHQW <1;8 $#FRUSRUDWH#PLVVLRQ#VWDWHPHQW#QRUPDOO\#VXPPDUL]HV#WKH#UHDVRQ#
IRU#WKH#H[LVWHQFH#RI#DQ#RUJDQL]DWLRQ1#)RU#1%/&/#WKLV#ZRXOG#HVVHQWLDOO\#
PHDQ#WKDW#WKH#PLVVLRQ#VWDWHPHQW#VKRXOG#EH#D#WUDQVODWLRQ#RI#WKH#FRUSRUDWH#
PDQGDWH#RXWOLQHG#LQ#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#$FW1#$OO#
UHVSRQGHQWV#WR#WKH#VXUYH\#DJUHHG#WKDW#WKH#SXUSRVH#RI#WKH#FRUSRUDWLRQ#KDV#
EHHQ#WUDQVODWHG#LQWR#D#FOHDU#PLVVLRQ#VWDWHPHQW1#7KH#FXUUHQW#PLVVLRQ#
VWDWHPHQW#RI#1%/&#+FDOOHG#D#VWDWHPHQW#RI#SULQFLSOHV#LQ#WKH#VWUDWHJLF#SODQ,#
UHDGV#DV#IROORZV=

2XU#PDQGDWH#LV#WR#PDQXIDFWXUH/#EX\/#LPSRUW#DQG#VHOO#OLTXRU#
RI#HYHU\#NLQG#DQG#GHVFULSWLRQ1

2XU#REMHFWLYH#LV#WR#GR#VR#E\#SURYLGLQJ#KLJK#TXDOLW\#VHUYLFH#DQG#
SURGXFW#VHOHFWLRQ#WR#WKH#SXEOLF1

2XU#REOLJDWLRQ#LV#WR#RSHUDWH#LQ#D#FRQWUROOHG#HQYLURQPHQW#ZLWK#
DSSURSULDWH#VRFLDO#UHVSRQVLELOLW\#JXLGHOLQHV#DW#WKH#IRUHIURQW1
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2XU#DFFRXQWDELOLW\#LV#WR#IXQFWLRQ#HIILFLHQWO\#DQG#HIIHFWLYHO\#WR#
RSWLPL]H#ILQDQFLDO#UHWXUQV#WR#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN1

<1;9 :KLOH#LW#GRHV#GHILQH#WKH#SXUSRVH#RI#1%/&/#WKH#FXUUHQW#PLVVLRQ#
VWDWHPHQW#DOVR#DSSHDUV#WR#LQFOXGH#D#GHVFULSWLRQ#RI#FHUWDLQ#VWUDWHJLF#
REMHFWLYHV#RI#WKH#FRUSRUDWLRQ#DV#GLVFXVVHG#EHORZ1#:H#IHHO#WKDW#LW#FRXOG#EH#
LPSURYHG#E\#EHLQJ#VKRUWHQHG#DQG#PDGH#PRUH#FRQFLVH1#'XULQJ#RQH#RI#RXU#
LQWHUYLHZV/#RQH#%RDUG#PHPEHU#GHILQHG#WKH#PLVVLRQ#RI#1%/&#WKLV#ZD\=

7R#SURGXFH#D#SURILW#IRU#31%#DQG#DW#WKH#VDPH#WLPH#WR#JLYH#
SURGXFW#WR#WKH#SXEOLF#DW#D#UHDVRQDEOH#SULFH#DQG#NHHS#FRQWURO#
RQ#LW1

<1;: ,Q#RXU#RSLQLRQ/#D#VWDWHPHQW#RI#WKLV#VRUW#GHILQHV#ZK\#1%/&#H[LVWV#
LQ#D#PXFK#PRUH#FRQFLVH#PDQQHU1#:H#IHHO#WKH#%RDUG/#LQ#FRQMXQFWLRQ#ZLWK#
PDQDJHPHQW/#VKRXOG#DWWHPSW#WR#FODULI\#WKH#PLVVLRQ#VWDWHPHQW#RI#1%/&1#
7KLV#PD\#VHHP#OLNH#DQ#XQLPSRUWDQW#H[HUFLVH/#EXW#D#FOHDU#PLVVLRQ#
VWDWHPHQW#SURYLGHV#DQ#RYHUULGLQJ#JRDO#IRU#DOO#PHPEHUV#RI#WKH#FRUSRUDWLRQ#
WR#VWULYH#WRZDUGV1#$OVR/#ZLWKRXW#D#FOHDU#PLVVLRQ#VWDWHPHQW/#WKH#
LGHQWLILFDWLRQ#RI#DSSURSULDWH#FRUSRUDWH#VWUDWHJLF#REMHFWLYHV#EHFRPHV#PRUH#
GLIILFXOW1

6WUDWHJLF#REMHFWLYHV <1;; 7KH#ERG\#RI#WKH#FXUUHQW#VWUDWHJLF#SODQ#GLVFXVVHV#RQJRLQJ#DQG#
FRPSOHWHG#LQLWLDWLYHV1#$V#VXFK/#ZH#GR#QRW#IHHO#LW#LV#DV#IRUZDUG0ORRNLQJ#D#
GRFXPHQW#DV#ZH#ZRXOG#H[SHFW1#$#PDMRU#ZHDNQHVV#RI#WKH#SODQ#LV#WKDW#LW#
GRHV#QRW#LGHQWLI\#FRUSRUDWH#VWUDWHJLF#REMHFWLYHV#WKDW#ZRXOG#VHUYH#WR#IRFXV#
WKH#HIIRUWV#RI#WKH#FRUSRUDWLRQ1#:H#ZRXOG#GHILQH#VWUDWHJLF#REMHFWLYHV#DV#
ZULWWHQ#VWDWHPHQWV#WKDW#GHVFULEH#DQ#LQWHQGHG#RXWFRPH1#7KH\#FOHDUO\#
GHVFULEH#PHDVXUDEOH#WDUJHWV#WKDW/#LI#DFKLHYHG/#PHDQ#WKDW#WKH#FRUSRUDWH#
PDQGDWH#KDV#DOVR#EHHQ#DFKLHYHG1

<1;< 'XULQJ#RXU#UHYLHZ/#ZH#DWWHPSWHG#WR#LGHQWLI\#WKH#LPSOLHG#
VWUDWHJLF#REMHFWLYHV#RI#1%/&1#:H#GHULYHG#WKHVH#IURP#WKH#UHVSRQVHV#RI#
%RDUG#PHPEHUV#WR#RXU#LQWHUYLHZ#TXHVWLRQV#DQG#VXUYH\V/#DQG#IURP#RXU#
UHYLHZ#RI#WKH#VWUDWHJLF#SODQ/#PDVWHU#RSHUDWLQJ#SODQ/#DQG#RWKHU#FRUSRUDWH#
GRFXPHQWV1#7KH#WZR#PRVW#LPSRUWDQW#ZRXOG#DSSHDU#WR#EH#WKH#IROORZLQJ=#

• WR#UHWXUQ#PD[LPXP#SURILW#WR#WKH#3URYLQFH>#DQG

• WR#DFKLHYH#DQ#RSWLPDO#OHYHO#RI#FXVWRPHU#VDWLVIDFWLRQ#ZLWK#1%/&#
VHUYLFH#+H1J1#DFFHVV#WR#VHUYLFH/#SURGXFW#VHOHFWLRQ/#SULFLQJ,1

<1<3 7KUHH#RWKHU#VWUDWHJLF#REMHFWLYHV/#RI#VRPHZKDW#OHVVHU#LPSRUWDQFH/#
FRXOG#EH#DGGHG#WR#WKH#OLVW1#7KH\#LQFOXGH=

• WR#FRPSO\#ZLWK#DSSURSULDWH#VRFLDO#UHVSRQVLELOLW\#JXLGHOLQHV>

• WR#GHYHORS#DQG#WUDLQ#VWDII#DQG#SURYLGH#WKHP#ZLWK#D#FKDOOHQJLQJ#ZRUN#
HQYLURQPHQW>#DQG
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• WR#HQVXUH#WKDW#V\VWHPV#LQ#SODFH#VXSSRUW#WKH#VWUDWHJLF#REMHFWLYHV/#DQG#
WKDW#DQ\#SODQQHG#V\VWHP#HQKDQFHPHQWV#ZLOO#LPSURYH#WKH#OHYHO#RI#
DFKLHYHPHQW#RI#RQH#RU#PRUH#RI#WKH#SUHYLRXV#IRXU#VWUDWHJLF#REMHFWLYHV1

<1<4 7KHVH#DUH#VROHO\#EDVHG#XSRQ#LQIRUPDWLRQ#ZH#JDWKHUHG#GXULQJ#RXU#
UHYLHZ#DQG#FRXOG#QR#GRXEW#EH#LPSURYHG#XSRQ#E\#FRUSRUDWH#OHDGHUV#
+L1H1 WKH#%RDUG#DQG#VHQLRU#PDQDJHPHQW,1#%\#GHYHORSLQJ#DSSURSULDWH#
FRUSRUDWH#VWUDWHJLF#REMHFWLYHV/#FRUSRUDWH#OHDGHUV#FDQ#KDYH#D#ELJ#LPSDFW#
RQ#WKH#VXFFHVV#RI#WKH#FRUSRUDWLRQ1#,I#WKH#FRUSRUDWH#VWUDWHJLF#REMHFWLYHV#
WKH\#LGHQWLI\#DUH#SURSHUO\#GHILQHG#DQG#FRPSOHWH/#WKHLU#DFKLHYHPHQW#RQ#D#
FRQWLQXRXV#EDVLV#VKRXOG#PHDQ#WKH#OHJLVODWLYH#PDQGDWH#RI#1%/&#KDV#DOVR#
EHHQ#DFKLHYHG1#

<1<5 7KH#&(2#DQG/#E\#H[WHQVLRQ/#WKH#%RDUG/#DOVR#KDYH#DQ#LPSRUWDQW#
UROH#LQ#HQVXULQJ#WKDW#VWUDWHJLF#REMHFWLYHV#DUH#FOHDUO\#XQGHUVWRRG#E\#DOO#
VWDII1#7KLV#LV#FULWLFDO#EHFDXVH#DOO#FRUSRUDWH#DFWLYLW\#VKRXOG#EH#DVVHVVHG#LQ#
WHUPV#RI#ZKHWKHU#RU#QRW#LW#FRQWULEXWHV#WR#WKH#DFKLHYHPHQW#RI#FRUSRUDWH#
VWUDWHJLF#REMHFWLYHV1#

<1<6 :H#GLG#QRWH#WKDW#DOO#SODQQHG#DFWLYLW\#LQ#WKH#H[LVWLQJ#VWUDWHJLF#DQG#
PDVWHU#RSHUDWLQJ#SODQV#VHHPHG#WR#EH#UHODWHG#WR#WKH#DFKLHYHPHQW#RI#RQH#RU#
PRUH#RI#WKH#VWUDWHJLF#REMHFWLYHV#RQ#RXU#OLVW1#7KLV#LQGLFDWHV#WR#XV#WKDW#WKHVH#
REMHFWLYHV#DUH#LPSOLFLWO\#XQGHUVWRRG#E\#FRUSRUDWH#OHDGHUV1#%XW#ZH#DOVR#
IHHO#WKH\#VKRXOG#EH#GRFXPHQWHG#DV#SDUW#RI#WKH#FRUSRUDWH#VWUDWHJLF#SODQ1#

3HUIRUPDQFH#LQGLFDWRUV <1<7 7KH#VWUDWHJLF#SODQ#VKRXOG#DOVR#GHILQH#KRZ#VXFFHVV#LQ#DFKLHYLQJ#
VWUDWHJLF#REMHFWLYHV#LV#WR#EH#GHILQHG/#PHDVXUHG/#HYDOXDWHG/#DQG#UHSRUWHG1#
2QH#RU#PRUH#SHUIRUPDQFH#LQGLFDWRUV#VKRXOG#EH#GHYHORSHG#IRU#HDFK#
VWUDWHJLF#REMHFWLYH1#$#SHUIRUPDQFH#LQGLFDWRU#LV#D#\DUGVWLFN/#RU#VWDQGDUG/#
XVHG#WR#PHDVXUH#VXFFHVV#LQ#DFKLHYLQJ#D#VWUDWHJLF#REMHFWLYH1#'HILQLQJ#
SHUIRUPDQFH#LQGLFDWRUV#LV#DQ#DUHD#ZKHUH#ZH#IHHO#WKH#%RDUG#PHPEHUV·#
JHQHUDO#EXVLQHVV#H[SHUWLVH#ZRXOG#SURYH#YHU\#XVHIXO1#)RU#H[DPSOH/#ZH#
QRWH#WKDW#WR#GDWH#WKHUH#KDYH#EHHQ#D#QXPEHU#RI#LQLWLDWLYHV#DW#1%/&#WKDW#
KDYH#JUHDWO\#HQKDQFHG#WKH#OHYHO#RI#FXVWRPHU#VHUYLFH1#+RZHYHU/#QR#
DWWHPSW#KDV#EHHQ#PDGH#WR#LGHQWLI\#ZKDW#WKH#RSWLPDO#OHYHO#RI#FXVWRPHU#
VHUYLFH#PLJKW#EH#LQ#WHUPV#RI#DFFHVV/#SURGXFW#VHOHFWLRQ/#SULFLQJ/#HWF1#$V#
DQ#H[DPSOH/#SHUIRUPDQFH#LQGLFDWRUV#IRU#WKH#VWUDWHJLF#REMHFWLYH#´7R#
DFKLHYH#DQ#RSWLPDO#OHYHO#RI#FXVWRPHU#VDWLVIDFWLRQ#ZLWK#1%/&#VHUYLFHµ#
PLJKW#EH#EXLOW#DURXQG#WKH#UHVSRQVHV#WR#VSHFLILF#TXHVWLRQV#RQ#FXVWRPHU#
VXUYH\V1

3ODQ#IRU#PHDVXULQJ/#HYDOXDWLQJ/#
DQG#UHSRUWLQJ#SHUIRUPDQFH#
LQGLFDWRUV

<1<8 7KH#VWUDWHJLF#SODQ#VKRXOG#WKHQ#JR#RQ#WR#LGHQWLI\#D#SODQ#IRU#KRZ#
SHUIRUPDQFH#LQGLFDWRUV#DUH#WR#EH#PHDVXUHG/#HYDOXDWHG/#DQG#UHSRUWHG1#7R#
FRQWLQXH#ZLWK#WKH#DERYH#H[DPSOH/#RQH#PHDVXUHPHQW#PLJKW#LQYROYH#WKH#
UHVXOWV#RI#SURYLQFH0ZLGH#WDEXODWLRQV#RI#FXVWRPHU#VDWLVIDFWLRQ#ZLWK#
SURGXFW#VHOHFWLRQ1#7KH#HYDOXDWLRQ#SODQ#PLJKW#EH#WR#FRPSDUH#DFWXDO#
UHVXOWV#ZLWK#DQ#DQQXDO#WDUJHW#DQG#H[SODLQ#DQ\#SRVLWLYH#RU#QHJDWLYH#
YDULDQFHV1#$QG#WKH#VWUDWHJLF#SODQ#ZRXOG#QRUPDOO\#UHTXLUH#WKH#UHSRUWLQJ#
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RI#UHVXOWV#WKURXJK#WKH#FRUSRUDWH#DQQXDO#UHSRUW#IRU#DOO#VLJQLILFDQW#
LQGLFDWRUV1

5HFRPPHQGDWLRQV <1<9 7KH#%RDUG#VKRXOG#SURPRWH#D#VWUDWHJLF#SODQQLQJ#SURFHVV#WKDW=

• GHYHORSV#D#FOHDU#DQG#FRQFLVH#PLVVLRQ#VWDWHPHQW>
• GHYHORSV#DQ#H[SOLFLW#OLVW#RI#VWUDWHJLF#REMHFWLYHV#IRU#WKH#

FRUSRUDWLRQ>
• GHYHORSV#SHUIRUPDQFH#LQGLFDWRUV#IRU#HDFK#RI#WKH#VWUDWHJLF#

REMHFWLYHV>#DQG
• GHYHORSV#D#SODQ#IRU#KRZ#SHUIRUPDQFH#LQGLFDWRUV#DUH#WR#EH#

PHDVXUHG/#HYDOXDWHG/#DQG#UHSRUWHG1

<1<: 3HUIRUPDQFH#UHVXOWV#VKRXOG#EH#UHSRUWHG#WKURXJK#WKH#
FRUSRUDWH#DQQXDO#UHSRUW1

%RDUG#UHVSRQVH <1<; 'LVDJUHH1#7KH#%RDUG#LV#FRPIRUWDEOH#ZLWK#WKH#FXUUHQW#PLVVLRQ#
VWDWHPHQW#DQG#WKH#VWUDWHJLF#SODQQLQJ#SURFHVV1#1RWH#WKDW#WKH#VWUDWHJLF#SODQ#
LV#D#ORQJ#WHUP#JXLGHOLQH1#7KH#VWUDWHJLF#REMHFWLYHV#DUH#FOHDUO\#LGHQWLILHG#LQ#
WKH#DQQXDO#RSHUDWLQJ#SODQ1#3HUIRUPDQFH#LQGLFDWRUV#DUH#LQFRUSRUDWHG#LQWR#
WKH#EXGJHW#LWVHOI/#DQG#LQWHULP#ILQDQFLDO#UHYLHZV/#WRJHWKHU#ZLWK#WKH#$QQXDO#
5HSRUW/#SURYLGH#DGHTXDWH#DQG#DSSURSULDWH#PHDVXUHPHQWV#RI#
SHUIRUPDQFH1

0DVWHU#RSHUDWLQJ#SODQ <1<< 7KH#1%/&#PDVWHU#RSHUDWLQJ#SODQ#LV#SUHSDUHG#DQQXDOO\#E\#
PDQDJHPHQW1#,W#GRFXPHQWV#FRUSRUDWH#SODQV#DQG#LQLWLDWLYHV#IRU#WKH#\HDU1#
7KH#%RDUG#UHYLHZV#DQG#DSSURYHV#WKLV#SODQ1#5HVSRQGHQWV#WR#WKH#VXUYH\#
IHOW#WKDW#WKH#DFWLYLWLHV#GRFXPHQWHG#LQ#WKH#PDVWHU#RSHUDWLQJ#SODQ#DUH#
FORVHO\#OLQNHG#WR#WKH#FRUSRUDWH#VWUDWHJLF#SODQ1#%DVHG#XSRQ#RXU#UHYLHZ/#
WKH#4<<;0<<#SODQ#VHHPV#WR#DGGUHVV#DOO#RI#WKH#VWUDWHJLF#REMHFWLYHV#RQ#RXU#
OLVW#WR#VRPH#GHJUHH1#,W#VSHFLILFDOO\#LGHQWLILHV#SODQV#IRU#DJHQF\#VWRUHV/#
IXWXUH#VSDFH#UHTXLUHPHQWV/#PDMRU#VWRUH#UHQRYDWLRQV/#HWF1#$V#ZRXOG#EH#
H[SHFWHG/#WKH#IRFXV#LV#RQ#ILQDQFLDO#UHVXOWV#DQG#FXVWRPHU#VHUYLFH1

<1433 :H#QRWH#WKDW#DQQXDO#SHUIRUPDQFH#WDUJHWV#DUH#QRW#VHW#LQ#WKH#PDVWHU#
RSHUDWLQJ#SODQ1#,W#ZRXOG#EH#QHFHVVDU\#WR#VHW#SHUIRUPDQFH#WDUJHWV#IRU#HDFK#
SHUIRUPDQFH#LQGLFDWRU#LI#D#VWUDWHJLF#SODQ#DV#GLVFXVVHG#SUHYLRXVO\#ZDV#LQ#
SODFH1

5HFRPPHQGDWLRQ <1434 7KH#PDVWHU#RSHUDWLQJ#SODQ#VKRXOG#LGHQWLI\#DQQXDO#
SHUIRUPDQFH#WDUJHWV#IRU#HDFK#SHUIRUPDQFH#LQGLFDWRU#LGHQWLILHG#LQ#WKH#
FRUSRUDWH#VWUDWHJLF#SODQ1

%RDUG#UHVSRQVH <1435 $QQXDO#SHUIRUPDQFH#WDUJHWV#DUH#HVWDEOLVKHG#ZLWKLQ#WKH#RSHUDWLQJ#
EXGJHW#DQG#DUH#FOHDUO\#LGHQWLILHG#DQG#UHSRUWHG#LQ#RXU#$QQXDO#5HSRUW1

*RYHUQDQFH#,QIRUPDWLRQ#
8VHG#E\#WKH#%RDUG

<1436 2XU#ILIWK#JRYHUQDQFH#HYDOXDWLRQ#FULWHULRQ#LV#DV#IROORZV=

7KH#%RDUG#RI#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#VKRXOG#
PRQLWRU#WKH#SHUIRUPDQFH#RI#WKH#FRUSRUDWLRQ#E\#REWDLQLQJ#
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DSSURSULDWH#JRYHUQDQFH#LQIRUPDWLRQ#IURP#PDQDJHPHQW1#7KH#
%RDUG#VKRXOG#WDNH#FRUUHFWLYH#DFWLRQ#ZKHUH#ZDUUDQWHG1

<1437 7KH#$FW#SURYLGHV#QR#GLUHFWLRQ#UHODWHG#WR#WKLV#FULWHULRQ1#&RUSRUDWH#
E\0ODZV#VWDWH=

7KH#3UHVLGHQW#VKDOO#FDUU\#RXW#DOO#ODZIXO#GLUHFWLRQV#JLYHQ#WR#KLP#
E\#WKH#%RDUG#DQG#VKDOO#JLYH#WR#WKH#GLUHFWRUV#RU#DQ\#RI#WKHP#DW#
DOO#UHDVRQDEOH#WLPHV#LQIRUPDWLRQ#WKH\#UHTXLUH#UHJDUGLQJ#WKH#
DIIDLUV#RI#WKH#&RUSRUDWLRQ1111

,QIRUPDWLRQ#SURYLGHG#E\#
PDQDJHPHQW

<1438 :H#DVNHG#%RDUG#PHPEHUV#VRPH#JHQHUDO#TXHVWLRQV#DERXW#
LQIRUPDWLRQ#WKH\#UHFHLYH#IURP#PDQDJHPHQW1#%RDUG#PHPEHUV#LQGLFDWHG#
WKDW#WKH\#IHOW#WKH#TXDQWLW\#RI#LQIRUPDWLRQ#DQG#OHYHO#RI#GHWDLO#SURYLGHG#LQ#
PDQDJHPHQW#UHSRUWV#WR#WKH#%RDUG#ZDV#DSSURSULDWH1#7KH\#DJUHH#WKDW#WKH#
%RDUG#LV#SUHVHQWHG#ZLWK#VXIILFLHQW/#UHOHYDQW#LQIRUPDWLRQ#WR#PDNH#
LQIRUPHG#GHFLVLRQV1

<1439 7KH\#DOVR#LQGLFDWHG#WKDW#PDQDJHPHQW#SURYLGHV#WKHP#ZLWK#
LQIRUPDWLRQ#RQ#GHPDQG1

<143: %RDUG#PHPEHUV#IXUWKHU#LQGLFDWHG#WKDW#PDQDJHPHQW#LQIRUPDWLRQ#
FXUUHQWO\#SURYLGHG#WR#WKH#%RDUG=

• DOORZV#WKH#%RDUG#WR#VDIHJXDUG#WKH#FRUSRUDWLRQ·V#DVVHWV>

• DOORZV#WKH#%RDUG#WR#PRQLWRU#SHUIRUPDQFH#DJDLQVW#SODQV>

• LV#UHFHLYHG#LQ#D#WLPHO\#PDQQHU#IRU#HIIHFWLYH#GHFLVLRQ0PDNLQJ>#DQG

• VXIILFLHQWO\#GHVFULEHV#VLJQLILFDQW#LVVXHV/#FKDQJHV#RU#SUREOHPV#ZKLFK#
DIIHFW#WKH#FRUSRUDWLRQ1

<143; ,Q#JHQHUDO/#WKH#%RDUG#VKRXOG#HQVXUH#WKDW#VXIILFLHQW/#DSSURSULDWH/#
DQG#WLPHO\#LQIRUPDWLRQ#LV#UHSRUWHG#E\#PDQDJHPHQW#WR#DOORZ#WKHP#WR#
IXOILOO#WKHLU#UROHV#DQG#UHVSRQVLELOLWLHV1#6SHFLILFDOO\#ZH#IHHO#WKH#%RDUG#
QHHGV#LQIRUPDWLRQ=

• WR#PRQLWRU#GHJUHH#RI#DFKLHYHPHQW#RI#VWUDWHJLF#REMHFWLYHV/#WKHUHE\#
GHWHUPLQLQJ#WKH#UHODWLYH#VXFFHVV#RI#WKH#FRUSRUDWLRQ>

• WR#PRQLWRU#PDQDJHPHQW#VXFFHVV#LQ#DFKLHYLQJ#WKH#PDVWHU#RSHUDWLQJ#
SODQ>

• WR#PRQLWRU#PDQDJHPHQW#FRPSOLDQFH#ZLWK#FRUSRUDWH#SROLFLHV>

• WR#HQVXUH#DVVHWV#RI#WKH#FRUSRUDWLRQ#DUH#VDIHJXDUGHG#+L1H1#QRW#VXEMHFW#
WR#XQGXH#ULVN,>

• DV#VXSSRUW#IRU#UHTXLUHG#DXWKRUL]DWLRQ#RI#PDQDJHPHQW#
GHFLVLRQ0PDNLQJ>#DQG

• IRU#LQIRUPDWLRQDO#SXUSRVHV#WR#PDLQWDLQ#DQ#XQGHUVWDQGLQJ#RI#WKH#
FXUUHQW#FRUSRUDWH#HQYLURQPHQW1
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<143< ,Q#WKH#SDUDJUDSKV#WKDW#IROORZ/#ZH#ZLOO#FRQVLGHU#HDFK#RI#WKH#OLVWHG#
DUHDV1

5HSRUWLQJ#RQ#WKH#VXFFHVV#RI#WKH#
&RUSRUDWLRQ

<1443 :H#DVNHG#%RDUG#PHPEHUV#KRZ#WKH\#GHWHUPLQH#ZKHWKHU#WKH#
FRUSRUDWLRQ#LV#VXFFHVVIXO#+L1H1#ZKHWKHU#FRUSRUDWH#VWUDWHJLF#REMHFWLYHV#DUH#
EHLQJ#DFKLHYHG,1#%RDUG#PHPEHUV#DOO#DJUHHG#WKDW#WKH#ERWWRP#OLQH#LV#WKH#
SULPDU\#LQGLFDWRU1#)LQDQFLDO#UHSRUWV#FRPSDULQJ#DFWXDO#UHVXOWV#ZLWK#
EXGJHW#DUH#SURYLGHG#WR#%RDUG#PHPEHUV#RQ#D#PRQWKO\#EDVLV#IRU#WKHLU#
UHYLHZ1#%RDUG#PHPEHUV#DOVR#QRWHG#WKDW#WKH\#FRQVLGHU#FRPSODLQWV#RU#FDOOV#
IURP#WKH#SXEOLF#WR#EH#D#QHJDWLYH#LQGLFDWRU#UHODWHG#WR#FXVWRPHU#VHUYLFH1#
+RZHYHU/#ZH#DUH#XQDZDUH#RI#UHJXODU#UHSRUWLQJ#WR#WKH#%RDUG#WKDW#
VXPPDUL]HV#FXVWRPHU#FRPSODLQWV#RU#SURYLGHV#LQIRUPDWLRQ#UHODWHG#WR#
RWKHU#VWUDWHJLF#REMHFWLYHV1#:H#IHHO#WKDW#D#SHULRGLF#´UHSRUW#FDUGµ#RQ#WKH#
GHJUHH#RI#DFKLHYHPHQW#RI#QRQ0ILQDQFLDO#FRUSRUDWH#VWUDWHJLF#REMHFWLYHV#
ZRXOG#EH#YHU\#XVHIXO#WR#WKH#%RDUG1#,W#ZRXOG#DOORZ#WKHP#WR#LGHQWLI\#
SUREOHP#DUHDV#IRU#SRVVLEOH#DFWLRQ#DQG#WR#PDNH#DQ#RYHUDOO#HYDOXDWLRQ#RI#
WKH#VXFFHVV#RI#WKH#FRUSRUDWLRQ1

5HSRUWLQJ#RQ#PDQDJHPHQW#
VXFFHVV#LQ#DFKLHYLQJ#WKH#PDVWHU#
RSHUDWLQJ#SODQ

<1444 :H#IRXQG#QR#RQH#UHSRUW#WKDW#ZRXOG#DOORZ#%RDUG#PHPEHUV#WR#
DVVHVV#WKH#GHJUHH#RI#DFKLHYHPHQW#RI#WKH#DQQXDO#PDVWHU#RSHUDWLQJ#SODQ1#
%RDUG#PHPEHUV#VHHP#WR#IRFXV#RQ#WKH#DFKLHYHPHQW#RI#ILQDQFLDO#SODQV1#
7KHVH#DUH#FRYHUHG#TXLWH#ZHOO#E\#PRQWKO\#ILQDQFLDO#UHSRUWLQJ1#:H#ZHUH#
WROG#WKDW#YDULRXV#DVSHFWV#RI#WKH#PDVWHU#RSHUDWLQJ#SODQ#DUH#GLVFXVVHG#DW#
%RDUG#PHHWLQJV#LQ#RUGHU#WR#REWDLQ#QHFHVVDU\#%RDUG#DSSURYDO#RU#LQ#
UHVSRQVH#WR#%RDUG#PHPEHUV·#TXHVWLRQV1#2WKHUZLVH#%RDUG#PHPEHUV#DUH#
UHTXLUHG#WR#GUDZ#FRQFOXVLRQV#DERXW#DFWLYLW\#LQGLUHFWO\#IURP#RWKHU#
UHSRUWLQJ#VXFK#DV#WKH#TXDUWHUO\#FDSLWDO#H[SHQGLWXUHV#UHSRUWV1#:H#IHHO#WKDW#
WKH#%RDUG#FRXOG#EH#PRUH#HIILFLHQW#DQG#HIIHFWLYH#LQ#PRQLWRULQJ#
DFKLHYHPHQW#RI#WKH#PDVWHU#RSHUDWLQJ#SODQ#LI#LW#UHFHLYHG#D#FRPSUHKHQVLYH/#
SHULRGLF#+H1J1#TXDUWHUO\,#SURJUHVV#UHSRUW1#,Q#IDFW/#PDQDJHPHQW#GRHV#D#
SHULRGLF#UHYLHZ#RI#WKH#PDVWHU#RSHUDWLQJ#SODQ#IRU#LWV#RZQ#XVH#LQ#
GHWHUPLQLQJ#SURJUHVV#LQ#DFKLHYLQJ#DQQXDO#JRDOV1#6R/#WKH#LQIRUPDWLRQ#LV#
DYDLODEOH1#,W#LV#MXVW#QRW#EHLQJ#SUHVHQWHG#WR#WKH#%RDUG#DV#D#VLQJOH/#
XVHU0IULHQGO\#GRFXPHQW1

5HSRUWLQJ#RQ#PDQDJHPHQW#
FRPSOLDQFH#ZLWK#FRUSRUDWH#
SROLFLHV

<1445 2Q#D#TXDUWHUO\#EDVLV/#WKH#%RDUG#RI#1%/&#LV#SURYLGHG#ZLWK#D#
UHSRUW#GHWDLOLQJ#FRUSRUDWH#FRPSOLDQFH#ZLWK#VWDWXWRU\#REOLJDWLRQV#XQGHU#
WKH#1%/&#$FW#DQG#RWKHU#OHJLVODWLRQ1#+RZHYHU/#ZH#VDZ#QR#HYLGHQFH#RI#
DQ\#PDQDJHPHQW#UHSRUWLQJ#WR#WKH#%RDUG#ZLWK#UHJDUG#WR#FRPSOLDQFH#ZLWK#
FRUSRUDWH#SROLFLHV#DV#DSSURYHG#E\#WKH#%RDUG1#6RPH#%RDUG#PHPEHUV#
LQGLFDWHG#WKDW#WKH\#UHO\#RQ#PDQDJHPHQW#WR#LQIRUP#WKHP#LI#D#VLWXDWLRQ#RI#
QRQ0FRPSOLDQFH#KDV#DULVHQ1#:H#DUH#QRW#DZDUH#RI#DQ\#VXFK#VLWXDWLRQV/#EXW#
IHHO#WKDW#LW#LV#WKH#%RDUG·V#UHVSRQVLELOLW\#WR#HQVXUH#WKDW#FRUSRUDWH#SROLF\#LV#
FRPSOLHG#ZLWK1#:H#IHHO#WKDW#WKH#%RDUG#VKRXOG#RFFDVLRQDOO\#UHTXLUH#
PDQDJHPHQW#WR#SURYLGH#LQIRUPDWLRQ#WKDW#FRQILUPV#WKHLU#FRPSOLDQFH#ZLWK#
FRUSRUDWH#SROLF\1#7KH#,QWHUQDO#$XGLW#*URXS#FRXOG#EH#XVHIXO#LQ#SURYLGLQJ#
VXFK#UHSRUWLQJ/#DV#GLVFXVVHG#EHORZ1
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5HSRUWLQJ#RQ#WKH#VDIHJXDUGLQJ#
RI#FRUSRUDWH#DVVHWV

<1446 7KH#H[WHUQDO#DXGLWRUV#GR#SURYLGH#VRPH#OLPLWHG#DVVXUDQFH#WR#WKH#
%RDUG#ZLWK#UHODWLRQ#WR#FRUSRUDWH#FRQWURO#V\VWHPV/#PDLQO\#LQ#WKH#ILQDQFLDO#
DUHD1#+RZHYHU/#ZH#VDZ#QR#HYLGHQFH#RI#PDQDJHPHQW#UHSRUWLQJ#WR#WKH#
%RDUG#LQ#UHODWLRQ#WR#WKH#DGHTXDF\#RI#RWKHU#FRQWURO#V\VWHPV1#:H#IHHO#WKDW#
SURWHFWLQJ#FRUSRUDWH#DVVHWV#IURP#XQGXH#ULVN#LV#D#NH\#UHVSRQVLELOLW\#RI#WKH#
%RDUG1#,Q#PDQ\#FRUSRUDWLRQV/#WKH#%RDUG#GLVFKDUJHV#WKLV#UHVSRQVLELOLW\#E\#
UHYLHZLQJ#UHSRUWV#SUHSDUHG#E\#WKH#,QWHUQDO#$XGLW#*URXS#DQG#IROORZLQJ#
XS#RQ#VLJQLILFDQW#LVVXHV#UDLVHG#WR#HQVXUH#WKDW#WKH\#KDYH#EHHQ#GHDOW#ZLWK1#
2XU#XQGHUVWDQGLQJ#LV#WKDW#WKH#%RDUG#RI#1%/&#LV#DEOH#WR#DVN#WKH#,QWHUQDO#
$XGLW#*URXS#WR#XQGHUWDNH#VSHFLDO#DXGLWV#LQ#DUHDV#RI#FRQFHUQ#WR#WKHP1

<1447 1%/&#KDV#DQ#,QWHUQDO#$XGLW#*URXS#RI#ILYH#SHRSOH#+PDLQO\#
SURIHVVLRQDO#DFFRXQWDQWV,1#7KH#,QWHUQDO#$XGLW#*URXS#GRHV#PRQLWRULQJ#RI#
DJHQFLHV#DQG#VWRUHV#LQFOXGLQJ#FDVK#DXGLWV/#LQYHQWRU\#DXGLWV/#DQG#´IXOOµ#
DXGLWV#+ZKLFK#LQFOXGH#FDVK/#LQYHQWRU\#DQG#ILQDQFLDO#VWDWHPHQW#DXGLW#
ZRUN,1#7KH\#DOVR#DXGLW#DJHQF\#VWRUHV#IRU#FRPSOLDQFH#ZLWK#DJUHHPHQWV#
DQG#GR#VSHFLDO#DXGLWV#ZLWKLQ#KHDG#RIILFH1#$OO#DXGLW#ILQGLQJV#JR#WR#D#
PDQDJHPHQW#DXGLW#FRPPLWWHH#FRPSRVHG#RI#WKH#&(2/#([HFXWLYH#
9LFH03UHVLGHQW/#DQG#WKH#&RPSWUROOHU1#2XU#XQGHUVWDQGLQJ#LV#WKDW#D#
VXPPDU\#RI#WKHVH#ILQGLQJV#LV#DOVR#SURYLGHG#WR#WKH#FKDLU#RI#WKH#%RDUG1#
+RZHYHU/#LQ#RXU#UHYLHZ#RI#%RDUG#PLQXWHV#ZH#ZHUH#XQDEOH#WR#ILQG#DQ\#
LQGLFDWLRQ#WKDW#VXFK#UHSRUWV#ZHUH#GLVFXVVHG#DW#WKH#%RDUG#OHYHO#RU#WKDW#
WKHUH#LV#DQ\#GLUHFW#FRPPXQLFDWLRQ#EHWZHHQ#WKH#%RDUG#DQG#WKH#,QWHUQDO#
$XGLW#*URXS1#$OVR/#DW#OHDVW#RQH#%RDUG#PHPEHU#ZDV#XQDZDUH#RI#WKH#
H[LVWHQFH#RI#WKH#,QWHUQDO#$XGLW#*URXS1

,QIRUPDWLRQ#VXSSRUWLQJ#
PDQDJHPHQW#UHFRPPHQGDWLRQV2
LQIRUPDWLRQ#WKDW#DOORZV#WKH#
%RDUG#WR#PDLQWDLQ#DQ#
XQGHUVWDQGLQJ#RI#WKH#FXUUHQW#
FRUSRUDWH#HQYLURQPHQW#

<1448 %RDUG#PHPEHUV#LQGLFDWHG#WKDW#WKH\#DUH#SURYLGHG#ZLWK#VXIILFLHQW#
UHIHUHQFH#LQIRUPDWLRQ#ZKHQ#WKH\#DUH#FDOOHG#RQ#E\#PDQDJHPHQW#WR#
DXWKRUL]H#D#PDQDJHPHQW#UHFRPPHQGDWLRQ1#7KH\#DOVR#DSSHDU#WR#EH#
SURYLGHG#ZLWK#VXIILFLHQW#LQIRUPDWLRQ#WR#DOORZ#WKHP#WR#NHHS#DEUHDVW#RI#WKH#
FXUUHQW#EXVLQHVV#HQYLURQPHQW#DW#1%/&1

<1449 )URP#WKH#GLVFXVVLRQ#LQ#WKH#SUHYLRXV#SDUDJUDSKV/#ZH#IHHO#WKDW#
WKHUH#DUH#VRPH#DUHDV#ZKHUH#PDQDJHPHQW#LQIRUPDWLRQ#WR#WKH#%RDUG#LV#
ODFNLQJ1#,W#LV#WKH#%RDUG·V#UHVSRQVLELOLW\#WR#DVN#IRU#WKLV#LQIRUPDWLRQ1#2XU#
XQGHUVWDQGLQJ#LV#WKDW#PDQDJHPHQW#LV#YHU\#FRPSOLDQW#LQ#WHUPV#RI#
SURYLGLQJ#UHTXHVWHG#LQIRUPDWLRQ#WR#WKH#%RDUG1#,Q#IDFW/#WKH#&(2#LQGLFDWHG#
WKDW#KLV#SROLF\#LV#WR#PDNH#WKH#%RDUG#DZDUH#RI#HYHU\WKLQJ#WKDW#LV#JRLQJ#RQ1#
7R#WKDW#HQG#KH#FRPPXQLFDWHV#ZLWK#WKH#%RDUG#FKDLU#RQ#D#ZHHNO\#EDVLV/#
EULHILQJ#KLP#RQ#WKH#UHVXOWV#RI#PRQWKO\#VHQLRU#PDQDJHPHQW#PHHWLQJV#DQG#
ZHHNO\#([HFXWLYH#0DQDJHPHQW#&RPPLWWHH#PHHWLQJV1#2XU#FRQFHUQ#LV#WKDW#
D#IXWXUH#&(2#PD\#QRW#EH#DV#IRUWKFRPLQJ#ZLWK#LQIRUPDWLRQ#DQG#ZLWKRXW#
VRPH#FRPPLWPHQW#WR#D#SROLF\#RI#UHJXODU#DQG#FRPSUHKHQVLYH#VKDULQJ#RI#
LQIRUPDWLRQ/#%RDUG#HIIHFWLYHQHVV#FRXOG#EH#DGYHUVHO\#DIIHFWHG1#

<144: ,W#LV#WKH#%RDUG·V#UHVSRQVLELOLW\#WR#EH#SURDFWLYH#LQ#GHWHUPLQLQJ#LWV#
LQIRUPDWLRQ#QHHGV#DQG#REWDLQLQJ#WKHP#IURP#PDQDJHPHQW1
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5HFRPPHQGDWLRQV <144; :H#UHFRPPHQGHG#WKDW#WKH#%RDUG#UHFRQVLGHU#LWV#LQIRUPDWLRQDO#
QHHGV#LQ#OLJKW#RI#WKH#LQIRUPDWLRQ#SUHVHQWHG#LQ#WKLV#VHFWLRQ#DQG#RWKHU#
VHFWLRQV#RI#WKLV#FKDSWHU1#,W#DSSHDUV#WKDW#DGGLWLRQDO#RU#UHSDFNDJHG#
LQIRUPDWLRQ#ZRXOG#EH#DSSURSULDWH#WR#DLG#WKH#%RDUG#LQ#DVVHVVLQJ#
PDQDJHPHQW#SURJUHVV#LQ#DFKLHYLQJ#SODQV/#LQ#HQVXULQJ#WKDW#FRUSRUDWH#
DVVHWV#DUH#QRW#VXEMHFW#WR#XQGXH#ULVN/#DQG#LQ#HQVXULQJ#WKDW#FRUSRUDWH#
SROLFLHV#DUH#FRPSOLHG#ZLWK1#$GGLWLRQDO#LQIRUPDWLRQ#QHHGHG#VKRXOG#EH#
UHTXHVWHG#RI#PDQDJHPHQW1

<144< :H#DOVR#UHFRPPHQGHG#WKDW/#DV#D#PLQLPXP/#VXPPDU\#OHYHO#
,QWHUQDO#$XGLW#*URXS#UHSRUWV#EH#SURYLGHG#UHJXODUO\#WR#DOO#%RDUG#
PHPEHUV#IRU#WKHLU#UHYLHZ1

%RDUG#UHVSRQVH <1453 7KH#%RDUG#FRQWLQXHV#WR#EH#VDWLVILHG#ZLWK#WKH#RYHUDOO#LQIRUPDWLRQ#
IORZ#DQG#FRQWHQW#IURP#PDQDJHPHQW1#7R#GDWH/#DOO#VXSSOHPHQWDU\#
LQIRUPDWLRQ#UHTXHVWV#KDYH#EHHQ#IXOILOOHG1#:LWK#UHVSHFW#WR#,QWHUQDO#$XGLW#
*URXS#UHSRUW#VXPPDULHV/#WKH#%RDUG#ZLOO#EH#UHFHLYLQJ#WKHVH#RQ#D#UHJXODU#
EDVLV#LQ#WKH#IXWXUH1

5HODWLRQVKLS#EHWZHHQ#%RDUG#
DQG#&(2

<1454 7KH#&(2#KDV#D#FORVH#UHODWLRQVKLS#ZLWK#WKH#%RDUG#RI#'LUHFWRUV#RI#
1%/&1#+H#LV#DQ#H[0RIILFLR#PHPEHU#RI#WKH#%RDUG/#DQG#LV#WKH#NH\#
PDQDJHPHQW#OLQN#ZLWK#WKH#%RDUG1#%\0ODZV#VSHFLI\#WKDW#´7KH#3UHVLGHQW#
VKDOO#UHSRUW#WR#WKH#%RDUG#RI#'LUHFWRUV1µ

<1455 5HJDUGLQJ#WKH#DSSRLQWPHQW#RI#WKH#&(2/#WKH#$FW#VWDWHV#LQ#
6HFWLRQ <+4,#WKDW#´7KH#%RDUG/#VXEMHFW#WR#WKH#DSSURYDO#RI#WKH#
/LHXWHQDQW0*RYHUQRU#LQ#&RXQFLO/#VKDOO#DSSRLQW#D#*HQHUDO#0DQDJHU#RI#WKH#
&RUSRUDWLRQ11111#7KH#*HQHUDO#0DQDJHU#VKDOO#QRW#EH#VXVSHQGHG/#
GLVPLVVHG/#WHUPLQDWHG#RU#RWKHUZLVH#UHPRYHG#IURP#RIILFH#E\#WKH#%RDUG#
ZLWKRXW#WKH#DSSURYDO#RI#WKH#/LHXWHQDQW0*RYHUQRU#LQ#&RXQFLO1µ#

<1456 ,Q#SUDFWLFH/#KRZHYHU/#WKH#&(2#LV#VHOHFWHG#E\#WKH#
/LHXWHQDQW0*RYHUQRU#LQ#&RXQFLO#+/*,&,#DORQH/#ZKLFK#ZDV#QRW#DV#ZH#
ZRXOG#KDYH#H[SHFWHG1#7KH#%RDUG#KDV#QR#LQSXW#LQWR#WKH#&(2·V#
DSSRLQWPHQW1#7KH#%RDUG#RQO\#DSSURYHV#DQ\#VDODU\#LQFUHDVHV1#

<1457 7KH#1%/&#$FW#VHHPV#WR#VSHFLI\#TXLWH#FOHDUO\#WKDW#WKH#%RDUG#LV#WR#
DSSRLQW#WKH#&(2/#DQG#WKDW#WKH#DSSRLQWPHQW#LV#WR#EH#DSSURYHG#E\#WKH#
/*,&1#$V#D#FRPSDULVRQ/#WKH#&(2#RI#6HUYLFH#1HZ#%UXQVZLFN#LV#DOVR#
DSSRLQWHG#E\#WKH#/LHXWHQDQW0*RYHUQRU#LQ#&RXQFLO1#+RZHYHU/#WKH#6HUYLFH#
1HZ#%UXQVZLFN#$FW#FOHDUO\#VWDWHV#LQ#6HFWLRQ#44+4,/#´7KH#/LHXWHQDQW0
*RYHUQRU#LQ#&RXQFLO#VKDOO#DSSRLQW#D#3UHVLGHQW#RI#WKH#&RUSRUDWLRQ1µ#:H#
IHHO#WKDW#WKH#LQWHQW#ZKHQ#WKH#1%/&#$FW#ZDV#GUDIWHG#ZDV#GLIIHUHQW#IURP#
WKDW#ODLG#RXW#LQ#WKH#6HUYLFH#1HZ#%UXQVZLFN#$FW1#2XU#LQWHUSUHWDWLRQ#LV#
WKDW#WKH#1%/&#$FW#LQWHQGHG#WKDW#WKH#%RDUG#VKRXOG#VHOHFW#DQG#UHFRPPHQG#
FDQGLGDWHV#IRU#&(2#WR#WKH#/*,&1#7KH#/*,&#VKRXOG#QRW#EH#LQLWLDWLQJ#WKLV#
SURFHVV1
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<1458 %DVHG#XSRQ#WKH#GHILQLWLRQ#RI#DFFRXQWDELOLW\#DV#QRWHG#SUHYLRXVO\#
+L1H1#WKH#REOLJDWLRQ#WR#DQVZHU#IRU#DXWKRULW\#DQG#UHVSRQVLELOLW\#WKDW#KDV#
EHHQ#FRQIHUUHG,#WKH#&(2#VKRXOG#EH#DFFRXQWDEOH#WR#WKH#%RDUG1#7KLV#
DFFRXQWDELOLW\#ZRXOG#QRUPDOO\#EH#GLVFKDUJHG#WKURXJK#D#UHJXODU#%RDUG#
SHUIRUPDQFH#UHYLHZ#RI#WKH#&(21#+RZHYHU/#%RDUG#PHPEHUV#LQGLFDWHG#
WKDW#WKH#&(2#LV#QRW#VXEMHFW#WR#D#IRUPDO#SHUIRUPDQFH#HYDOXDWLRQ1#6RPH#
%RDUG#PHPEHUV#FRQVLGHU#WKH#SRVLWLYH#FRPPHQWV#UHFHLYHG#IURP#WKH#
H[WHUQDO#DXGLWRUV#WR#EH#DQ#HQGRUVHPHQW#RI#WKH#&(2·V#SHUIRUPDQFH1#
2WKHUZLVH/#WKH\#WROG#XV#WKDW#WKH\#HYDOXDWH#KLV#SHUIRUPDQFH#LQIRUPDOO\#RQ#
D#GD\0WR0GD\#EDVLV1#

<1459 :H#IHHO#WKDW#WKH#%RDUG#VKRXOG#IRUPDOO\#HYDOXDWH#WKH#&(2#RQ#DQ#
DQQXDO#EDVLV1#,Q#RUGHU#IRU#VXFK#D#UHYLHZ#WR#EH#PHDQLQJIXO/#WKH#&(2#PXVW#
KDYH#D#MRE#GHVFULSWLRQ#FRPSOHWH#ZLWK#SUHVHW#REMHFWLYHV#DJDLQVW#ZKLFK#WR#
HYDOXDWH#KLV#SHUIRUPDQFH1#,Q#QRUPDO#FLUFXPVWDQFHV#WKHVH#REMHFWLYHV#
ZRXOG#PLUURU#WKH#VWUDWHJLF#REMHFWLYHV#DQG#DQQXDO#RSHUDWLQJ#JRDOV#RI#WKH#
FRUSRUDWLRQ1#6XFK#IRUPDO#UHYLHZV#DUH#QRZ#FRPPRQ#LQ#&DQDGLDQ#
FRUSRUDWLRQV#LQ#ERWK#WKH#SXEOLF#DQG#SULYDWH#VHFWRU1#,Q#WKHLU#-DQXDU\#4<<<#
QHZVOHWWHU#RQ#JRYHUQDQFH/#WKH#&RQIHUHQFH#%RDUG#RI#&DQDGD#VWDWHG/#
´$OPRVW#DOO#FRUSRUDWLRQV#KDYH#SRVLWLRQ#GHVFULSWLRQV#IRU#WKHLU#&(2V1#
0RVW#ERDUGV#FRQGXFW#IRUPDO#&(2#SHUIRUPDQFH#HYDOXDWLRQV1µ#*LYHQ#WKH#
VPDOO#VL]H#RI#WKH#1%/&#%RDUG/#ZH#IHHO#WKDW#DOO#%RDUG#PHPEHUV#VKRXOG#
SURYLGH#LQSXW#WR#WKH#HYDOXDWLRQ#SURFHVV1#

5HFRPPHQGDWLRQV <145: :H#UHFRPPHQGHG#WKDW#WKH#%RDUG#VHOHFW#DQG#UHFRPPHQG#WR#
/*,&#IXWXUH#FDQGLGDWHV#IRU#WKH#SRVLWLRQ#RI#1%/&#&(2/#LQ#
FRPSOLDQFH#ZLWK#WKH#1%/&#$FW1#$OWHUQDWLYHO\/#WKH#$FW#VKRXOG#EH#
FKDQJHG#WR#UHIOHFW#DFWXDO#SUDFWLFH1

<145; :H#UHFRPPHQGHG#WKDW#WKH#%RDUG#SHUIRUP#D#IRUPDO#
SHUIRUPDQFH#DSSUDLVDO#RI#WKH#&(2#RQ#DQ#DQQXDO#EDVLV1#$OO#%RDUG#
PHPEHUV#VKRXOG#EH#JLYHQ#WKH#RSSRUWXQLW\#WR#SURYLGH#LQSXW#LQWR#WKH#
SURFHVV1#

<145< :H#UHFRPPHQGHG#WKDW#D#MRE#GHVFULSWLRQ#IRU#WKH#&(2#EH#
SUHSDUHG1#

%RDUG#UHVSRQVH <1463 7KH#%RDUG#LV#VDWLVILHG#WKDW#WKH#VHFWLRQ#RI#WKH#1%/&#$FW#ZKLFK#
GHDOV#ZLWK#WKH#DSSRLQWPHQW#RI#WKH#&(2#LV#ZRUNDEOH#DQG#SUDFWLFDO#DV#
SUHVHQWO\#ZULWWHQ1

<1464 :KLOH#WKH#%RDUG#LV#FRPIRUWDEOH#ZLWK#WKH#FXUUHQW#DSSURDFK#WR#
&(2#DSSUDLVDOV/#WKH#%RDUG#ZLOO#ORRN#DW#FXUUHQW#SUDFWLFHV#UHODWLYH#WR#
RWKHU#&URZQ#&RUSRUDWLRQ#&(2V#DQG#GHSDUWPHQWDO#'HSXW\#0LQLVWHUV1#
:LWK#UHVSHFW#WR#D#SRWHQWLDO#MRE#GHVFULSWLRQ/#6HFWLRQ#<#RI#WKH#1%/&#$FW#
WRJHWKHU#ZLWK#WKH#E\ODZV/#GHILQH#WKH#GXWLHV#DQG#UHVSRQVLELOLWLHV#IRU#WKLV#
SRVLWLRQ1
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%RDUG#([WHUQDO#5HSRUWLQJ <1465 2XU#VL[WK#JRYHUQDQFH#HYDOXDWLRQ#FULWHULRQ#GHDOV#ZLWK#JRYHUQDQFH#
DQG#DFFRXQWDELOLW\#LVVXHV=

7KH#%RDUG#RI#WKH#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ#VKRXOG#
HQVXUH#WKDW#VXIILFLHQW/#UHOHYDQW#LQIRUPDWLRQ#LV#UHSRUWHG#
WKURXJK#WKH#0LQLVWHU#RI#)LQDQFH#WR#DOORZ#WKH#JRYHUQPHQW#DQG#
WKH#/HJLVODWLYH#$VVHPEO\#WR#REMHFWLYHO\#DVVHVV#WKH#SHUIRUPDQFH#
RI#WKH#FRUSRUDWLRQ1

<1466 $V#SUHYLRXVO\#GLVFXVVHG/#WKH#$FW#JLYHV#OLPLWHG#JXLGDQFH#WR#%RDUG#
PHPEHUV#DV#WR#KRZ#WKH\#DUH#WR#GLVFKDUJH#WKHLU#DFFRXQWDELOLW\#REOLJDWLRQ#
WR#WKH#0LQLVWHU#RI#)LQDQFH1#

$FFRXQWDELOLW\#LQIRUPDWLRQ#
SURYLGHG#E\#WKH#%RDUG#²#WKH#
1%/&#DQQXDO#UHSRUW

<1467 $V#SUHYLRXVO\#GLVFXVVHG/#ZH#IHHO#WKDW#WKH#%RDUG#RI#1%/&#LV#
DFFRXQWDEOH#WR#WKH#0LQLVWHU#RI#)LQDQFH#IRU#WKH#SHUIRUPDQFH#RI#WKH#
FRUSRUDWLRQ1#,Q#RUGHU#WR#GLVFKDUJH#WKHLU#DFFRXQWDELOLW\#REOLJDWLRQ#WR#WKH#
0LQLVWHU/#WKH\#KDYH#WR#SURYLGH#KLP#ZLWK#LQIRUPDWLRQ#WKURXJK#ZKLFK#KH#
FDQ#REMHFWLYHO\#DVVHVV#WKHLU#SHUIRUPDQFH#+L1H1#WKH#SHUIRUPDQFH#RI#WKH#
FRUSRUDWLRQ,1#7KH#YHKLFOH#IRU#FRPPXQLFDWLQJ#WKDW#LQIRUPDWLRQ#LV#WKH#
1%/&#DQQXDO#UHSRUW1

<1468 7KH#&(2#QRWHG#WKDW#WKH#%RDUG#KDV#OLWWOH#LQYROYHPHQW#LQ#WKH#
SUHSDUDWLRQ#RU#LVVXDQFH#RI#WKH#1%/&#DQQXDO#UHSRUW1#7KH\#DUH#LQYROYHG#LQ#
DSSURYLQJ#WKH#DQQXDO#ILQDQFLDO#VWDWHPHQWV#DQG#PHHWLQJ#ZLWK#WKH#H[WHUQDO#
DXGLWRUV#WR#GLVFXVV#WKH#UHVXOWV#RI#WKH#DQQXDO#ILQDQFLDO#DXGLW1#$OVR/#WKH#
DQQXDO#UHSRUW#LQFOXGHV#D#EULHI#WUDQVPLWWDO#OHWWHU#IURP#WKH#FKDLU#WR#WKH#
0LQLVWHU#RI#)LQDQFH1#2WKHUZLVH/#WKH#%RDUG#KDV#QR#LQYROYHPHQW#DQG#WKH\#
UHFHLYH#D#FRS\#RI#WKH#1%/&#DQQXDO#UHSRUW#DW#WKH#VDPH#WLPH#WKH#SXEOLF#
GRHV1#7KH#&(2#VWDWHG#WKDW#KH#IHHOV#WKH#FXUUHQW#DQQXDO#UHSRUW#LV#D#
PDQDJHPHQW#UHSRUW#+L1H1#MXVW#DQ#DXGLWHG#ILQDQFLDO#VWDWHPHQW#SOXV#VRPH#
VWDWLVWLFV#DQG#QDUUDWLYH,1#+RZHYHU/#ZH#IHHO#WKDW#LW#VKRXOG#EHFRPH#WKH#
GRFXPHQW#WKURXJK#ZKLFK#WKH#%RDUG#GLVFKDUJHV#LWV#DFFRXQWDELOLW\#
REOLJDWLRQ#E\#UHSRUWLQJ#RQ#FRUSRUDWH#SHUIRUPDQFH1#7KHUHIRUH/#ZH#
EHOLHYH#WKDW#WKH#%RDUG#VKRXOG#UHYLHZ#LW#DQG#SURYLGH#WKHLU#LQSXW#SULRU#WR#
LWV#LVVXDQFH1#

<1469 ,Q#4<<7/#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN#DGRSWHG#DQ#DQQXDO#
UHSRUW#SROLF\#IRU#DOO#JRYHUQPHQW#'HSDUWPHQWV#DQG#&URZQ#DJHQFLHV1#,W#
HVWDEOLVKHV#FHUWDLQ#UHTXLUHPHQWV#UHJDUGLQJ#WKH#IRUP#DQG#FRQWHQW#RI#
DQQXDO#UHSRUWV1#7KH#SROLF\#GHILQHV#WKH#SULPH#IXQFWLRQ#RI#DQ#DQQXDO#UHSRUW#
WR#EH#´WKH#PDMRU#DFFRXQWDELOLW\#GRFXPHQW#E\#GHSDUWPHQWV#DQG#DJHQFLHV#
IRU#WKH#/HJLVODWLYH#$VVHPEO\#DQG#WKH#JHQHUDO#SXEOLF1#,W#VHUYHV#DV#WKH#NH\#
SXEOLF#OLQN#EHWZHHQ#WKH#REMHFWLYHV#DQG#SODQV#RI#D#JRYHUQPHQW#HQWLW\#DQG#
WKH#UHVXOWV#REWDLQHG1µ

<146: 7KH#SROLF\#JRHV#RQ#WR#VWDWH/#´7R#WKH#GHJUHH#SRVVLEOH/#
GHSDUWPHQWV#DQG#DJHQFLHV#VKRXOG#JLYH#D#FOHDU#DFFRXQW#RI#JRDOV/#
REMHFWLYHV#DQG#SHUIRUPDQFH#LQGLFDWRUV1#7KH#UHSRUW#VKRXOG#VKRZ#WKH#
H[WHQW#WR#ZKLFK#D#SURJUDP#FRQWLQXHV#WR#EH#UHOHYDQW/#KRZ#ZHOO#WKH#



*RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ &KDSWHU#<

4<3 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<

RUJDQL]DWLRQ#SHUIRUPHG#LQ#DFKLHYLQJ#LWV#SODQV#DQG#KRZ#ZHOO#D#SURJUDP#
ZDV#DFFHSWHG#E\#LWV#FOLHQW#JURXSV1µ

<146; 7KH#SROLF\#LV#DSSOLFDEOH#WR#3DUW#,9#RI#WKH#SXEOLF#VHUYLFH#+L1H1#WKH#
1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ,1#7KHUHIRUH/#ZH#XQGHUWRRN#D#EULHI#
UHYLHZ#RI#1%/&·V#DQQXDO#UHSRUW#IRU#WKH#\HDU#HQGHG#64#0DUFK#4<<;#WR#
VHH#KRZ#ZHOO#WKLV#SROLF\#LV#EHLQJ#FRPSOLHG#ZLWK1#,Q#JHQHUDO/#ZH#IRXQG#
WKDW#WKHUH#DUH#VLJQLILFDQW#DUHDV#RI#QRQ0FRPSOLDQFH#ZLWK#WKH#3URYLQFH·V#
DQQXDO#UHSRUW#SROLF\1#

<146< $UHDV#ZKHUH#WKH#DQQXDO#UHSRUW#SROLF\#ZDV#FRPSOLHG#ZLWK#
LQFOXGHG=

• LQIRUPDWLRQ#ZDV#SUHVHQWHG#RQ#WKH#OHYHO#RI#FOLHQW#DFFHSWDQFH1#:H#IHHO#
WKDW#IRU#1%/&/#WKH#OHYHO#RI#VDOHV#LV#WKH#SULPDU\#LQGLFDWRU#RI#FOLHQW#
DFFHSWDQFH#RI#SURJUDPV1

• DFWXDO#YHUVXV#EXGJHW#FRPSDULVRQV#RI#ILQDQFLDO#LQIRUPDWLRQ#ZHUH#
SUHVHQWHG1#%XGJHW#YDULDQFHV#ZHUH#H[SODLQHG#DW#D#VXPPDU\#OHYHO1

• WKH#DQQXDO#UHSRUW#ZDV#WDEOHG#ZHOO#LQ#DGYDQFH#RI#WKH#GHDGOLQH#GDWH#IRU#
VXEPLVVLRQ#XQGHU#WKH#$FW1

<1473 $UHDV#ZKHUH#WKH#DQQXDO#UHSRUW#SROLF\#ZDV#QRW#FRPSOLHG#ZLWK#
LQFOXGHG=

• WKH#FRUSRUDWH#PLVVLRQ#VWDWHPHQW#ZDV#QRW#GLVFORVHG1#

• FRUSRUDWH#VWUDWHJLF#REMHFWLYHV#ZHUH#QRW#SUHVHQWHG#VLQFH#WKH\#KDYH#QRW#
EHHQ#GRFXPHQWHG1

• QRQ0ILQDQFLDO#SHUIRUPDQFH#LQGLFDWRUV#ZHUH#QRW#SUHVHQWHG#DV#WKH\#
KDYH#QRW#EHHQ#HVWDEOLVKHG#IRU#WKH#FRUSRUDWLRQ1#6RPH#VWDWLVWLFV#ZHUH#
SUHVHQWHG/#EXW#WKHUH#LV#QR#LQIRUPDWLRQ#W\LQJ#WKHP#WR#VSHFLILF#VWUDWHJLF#
REMHFWLYHV#RU#DWWHPSWLQJ#WR#LQWHUSUHW#RU#HYDOXDWH#WKH#UHVXOWV#WKH\#
SRUWUD\1

• WKHUH#ZDV#VRPH#GLVFXVVLRQ#RI#DFKLHYHPHQW#RI#FRUSRUDWH#SODQV/#EXW#
QRW#LQ#FRQQHFWLRQ#ZLWK#VWUDWHJLF#REMHFWLYHV1

• VLQFH#VWUDWHJLF#REMHFWLYHV#KDYH#QRW#EHHQ#GRFXPHQWHG#E\#WKH#
RUJDQL]DWLRQ/#WKHUH#FRXOG#QRW#EH#D#GLVFXVVLRQ#RI#SURJUDP#UHOHYDQFH#
LQ#UHODWLRQ#WR#WKHVH#REMHFWLYHV1

<1474 :H#IHHO#WKDW#WKH#4<<:0<;#DQQXDO#UHSRUW#RI#WKH#1HZ#%UXQVZLFN#
/LTXRU#&RUSRUDWLRQ#GRHV#QRW#DFW#DV#D#FRPSOHWH#DFFRXQWDELOLW\#GRFXPHQW1#
$V#QRWHG#DERYH/#LW#ODFNV#VHYHUDO#RI#WKH#DWWULEXWHV#VSHFLILHG#LQ#WKH#
SURYLQFLDO#DQQXDO#UHSRUW#SROLF\1#$OO#RI#WKHVH#UHODWH#LQ#VRPH#ZD\#WR#
SHUIRUPDQFH#UHSRUWLQJ#DQG#WKHUHIRUH#DFFRXQWDELOLW\1#

5HFRPPHQGDWLRQV <1475 :H#UHFRPPHQGHG#WKDW#WKH#%RDUG#WDNH#RZQHUVKLS#RI#WKH#
1%/&#DQQXDO#UHSRUW#DV#WKH#YHKLFOH#WKURXJK#ZKLFK#LW#GLVFKDUJHV#LWV#
DFFRXQWDELOLW\#REOLJDWLRQ#WR#WKH#0LQLVWHU#RI#)LQDQFH1



&KDSWHU#< *RYHUQDQFH#0#1HZ#%UXQVZLFN#/LTXRU#&RUSRUDWLRQ

5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 4<4

<1476 :H#UHFRPPHQGHG#WKDW#WKH#DQQXDO#UHSRUW#EH#PRGLILHG#WR#
FRPSO\#ZLWK#WKH#SURYLQFLDO#DQQXDO#UHSRUW#SROLF\1

%RDUG#UHVSRQVH <1477 :KLOH#WKH#%RDUG#KDV#QRW#H[HUFLVHG#HGLWRULDO#FRQWURO#RYHU#WKH#
$QQXDO#5HSRUW/#WKH#RQJRLQJ#UHSRUWLQJ#UHODWLRQVKLS#KDV#HQVXUHG#WKDW#WKH#
UHSRUW#LV#FRQVLVWHQW#ZLWK#WKH#%RDUG·V#SRVLWLRQ1#)XWXUH#LVVXHV#ZLOO#EH#
VXEMHFW#WR#ILQDO#UHYLHZ#DW#WKH#%RDUG#OHYHO#SULRU#WR#UHOHDVH1

<1478 :LWK#UHJDUG#WR#WKH#SURYLQFLDO#$QQXDO#5HSRUW#3ROLF\/#1%#/LTXRU·V#
SXEOLFDWLRQ#LV#SUHSDUHG#ZLWK#D#YDULHG#DXGLHQFH#LQ#PLQG1#,Q#DGGLWLRQ#WR#LWV#
VWDWXWRU\#UHSRUWLQJ#REOLJDWLRQV#WR#WKH#/HJLVODWXUH/#WKH#UHSRUW#LV#FLUFXODWHG#
WR#RWKHU#MXULVGLFWLRQV#DQG#YDULRXV#VXSSOLHUV#DURXQG#WKH#ZRUOG1#
&RQVHTXHQWO\/#WKH#IRUPDW#DQG#FRQWHQW#KDYH#EHHQ#VWUXFWXUHG#ZLWK#WKHVH#
DXGLHQFHV#LQ#PLQG/#FRQVLVWHQW#ZLWK#RWKHU#&DQDGLDQ#/LTXRU#-XULVGLFWLRQV1#
7KH#&RUSRUDWLRQ#KDG#SUHYLRXVO\#EHHQ#JUDQWHG#D#FRPSOLDQFH#H[HPSWLRQ#
E\#WKH#3UHPLHU·V#RIILFH#WKURXJK#WKH#&OHUN·V#RIILFH1

3XEOLF#UHSRUWLQJ2OLDLVRQ <1479 %RDUG#PHPEHUV#LQGLFDWHG#WKDW#WKH\#GR#QRW#KDYH#D#ORW#RI#FRQWDFW#
ZLWK#WKH#SXEOLF1#:KHQ#WKH\#DUH#FRQWDFWHG/#WKH\#UHIHU#LQGLYLGXDOV#WR#
1%/&#PDQDJHPHQW1#7KH#%RDUG#DOVR#KDV#OLWWOH#IRUPDO#FRQWDFW#ZLWK#WKH#
0LQLVWHU#RI#)LQDQFH#RU#RWKHU#SURYLQFLDO#UHSUHVHQWDWLYHV1#

%RDUG#5HODWLRQVKLS#ZLWK#
&URZQ#&RUSRUDWLRQV#
&RPPLWWHH#

<147: 1%/&#FXUUHQWO\#DSSHDUV#DQQXDOO\#EHIRUH#WKH#&URZQ#
&RUSRUDWLRQV#&RPPLWWHH#RI#WKH#/HJLVODWLYH#$VVHPEO\#RI#WKH#3URYLQFH#RI#
1HZ#%UXQVZLFN1#7KH#&(2#DWWHQGV#RQ#EHKDOI#RI#1%/&1#:H#ZHUH#WROG#
WKDW#WKH#FKDLU#KDG#DWWHQGHG#XS#WR#WKH#PLG04<;3V#DW#ZKLFK#SRLQW#KH#ZDV#
UHSODFHG#E\#WKH#&(21#:H#IHHO#WKDW#LW#ZRXOG#EH#DSSURSULDWH#IRU#WKH#%RDUG#
FKDLU#WR#DSSHDU#DORQJ#ZLWK#WKH#&(21#7KH#FKDLU#ZRXOG#EH#WKHUH#WR#UHVSRQG#
WR#JRYHUQDQFH0UHODWHG#TXHVWLRQV/#WKHUHE\#HQVXULQJ#WKDW#%RDUG#
DFFRXQWDELOLW\#IRU#SHUIRUPDQFH#ZDV#DGGUHVVHG1#+RZHYHU/#LQ#SUDFWLFH#WKH#
&(2#ZRXOG#FRQWLQXH#WR#UHVSRQG#WR#WKH#PDMRULW\#RI#WKH#&RPPLWWHH·V#
TXHVWLRQV1#

5HFRPPHQGDWLRQ <147; :H#UHFRPPHQGHG#WKDW#WKH#1%/&#%RDUG#FKDLU#DSSHDU#
DQQXDOO\#EHIRUH#WKH#&URZQ#&RUSRUDWLRQV#&RPPLWWHH#DORQJ#ZLWK#WKH#
&(21#

%RDUG#UHVSRQVH <147< &KHFNV#ZLWK#RWKHU#&URZQ#&RUSRUDWLRQV#KDYH#FRQILUPHG#WKDW#1%#
/LTXRU·V#SUDFWLFH#LV#FRQVLVWHQW#ZLWK#WKRVH#&RUSRUDWLRQV#LQ#WKLV#UHJDUG1#
)XUWKHU/#LW#LV#WKH#&RUSRUDWLRQ·V#XQGHUVWDQGLQJ#WKDW#WKH#SXUSRVH#RI#WKLV#
&RPPLWWHH#LV#WR#JLYH#PHPEHUV#GLUHFW#DFFHVV#WR#WKH#&(2/#FRQVLVWHQW#ZLWK#
WKH#SUDFWLFH#RI#KDYLQJ#'HSXW\#0LQLVWHUV#DSSHDU#EHIRUH#WKH#3XEOLF#
$FFRXQWV#&RPPLWWHH1

<1483 ,W#LV#WKH#SRVLWLRQ#RI#WKH#%RDUG#WKDW#WKH#&(2#LV#WKH#DSSURSULDWH#
RIILFLDO#WR#UHSUHVHQW#WKH#&RUSRUDWLRQ#EHIRUH#WKLV#&RPPLWWHH1



#&KDSWHU#43
5HJLRQDO#'HYHORSPHQW#

&RUSRUDWLRQ##################
(FRQRPLF#'HYHORSPHQW#)XQG

&RQWHQWV

%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #4<8

6FRSH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #4<:

5HVXOWV#LQ#%ULHI #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #4<:

6XEPLVVLRQ#5HTXLUHPHQWV# #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4<:

6XEPLVVLRQ#*XLGHOLQHV 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #4<;

$SSURYDO#3URFHVV 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 4<<

0RQLWRULQJ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #538

&RQFOXVLRQ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #53:



&KDSWHU#43 5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG

#5HJLRQDO#'HYHORSPHQW#
&RUSRUDWLRQ##################

(FRQRPLF#'HYHORSPHQW#)XQG
%DFNJURXQG

7KH#&RUSRUDWLRQ

4314 7KH#5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#LV#D#SURYLQFLDO#&URZQ#
DJHQF\#LQFRUSRUDWHG#E\#DQ#$FW#RI#WKH#1HZ#%UXQVZLFN#/HJLVODWXUH1#7KH#
UROH#RI#WKH#&RUSRUDWLRQ#DV#VWDWHG#LQ#LWV#<:0<;#$QQXDO#5HSRUW#LV#DV#
IROORZV=

7RGD\/#WKH#&RUSRUDWLRQ#LV#WKH#OHDG#DJHQF\#LQ#WKH#SODQQLQJ#DQG#
QHJRWLDWLRQ#SURFHVV#IRU#IHGHUDO#DQG#SURYLQFLDO#HFRQRPLF#
GHYHORSPHQW#DUUDQJHPHQWV#DQG#DJUHHPHQWV1#7KH#&RUSRUDWLRQ#
DOVR#PDNHV#UHFRPPHQGDWLRQV#WR#&DELQHW#FRQFHUQLQJ#
SURYLQFLDO#HFRQRPLF#GHYHORSPHQW#SULRULWLHV1

7KH#&RUSRUDWLRQ·V#RQJRLQJ#UROH#LV#WR#SURYLGH#ILQDQFLDO#DQG#
DGPLQLVWUDWLYH#PDQDJHPHQW#IRU#DOO#IHGHUDO#DQG#SURYLQFLDO#
DJUHHPHQWV1#7KH#GHOLYHU\#RI#SURJUDPV#DQG#SURMHFWV#LV#
SULPDULO\#WKH#UHVSRQVLELOLW\#RI#SURYLQFLDO#OLQH#GHSDUWPHQWV1111

7KH#5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#LV#DOVR#UHVSRQVLEOH#
IRU#WKH#LPSOHPHQWDWLRQ#RI#WKH#'HYHORSPHQW#$VVLVWDQFH#
3URJUDP/#WKH#$FWLRQ#1RUWK#,QLWLDWLYH/#WKH#RYHUDOO#PDQDJHPHQW#
DQG#FRRUGLQDWLRQ#RI#WKH#(FRQRPLF#'HYHORSPHQW#)XQG/#WKH#
ILQDQFLDO#PDQDJHPHQW#RI#LWV#6SHFLDO#2SHUDWLQJ#$JHQF\#DQG#
FRRUGLQDWLRQ#RI#WKH#-RLQW#(FRQRPLF#'HYHORSPHQW#,QLWLDWLYH#RQ#
EHKDOI#RI#WKH#3URYLQFH1

'HFLVLRQ#WR#UHYLHZ#WKH#
(FRQRPLF#'HYHORSPHQW#)XQG

4315 /DVW#\HDU#ZH#SHUIRUPHG#D#EURDG#VFRSH#DXGLW#LQ#WKH#'HSDUWPHQW#
RI#(FRQRPLF#'HYHORSPHQW#DQG#7RXULVP/#DQG#VLQFH#WKH#5HJLRQDO#
'HYHORSPHQW#&RUSRUDWLRQ#LV#DOVR#LQYROYHG#LQ#WKH#HFRQRPLF#GHYHORSPHQW#
VHFWRU/#ZH#WKRXJKW#LW#ZRXOG#EH#EHQHILFLDO#WR#UHYLHZ#WKH#&RUSRUDWLRQ·V#
HFRQRPLF#GHYHORSPHQW#SURJUDPV1

4316 :KHQ#XQGHUWDNLQJ#ILQDQFLDO#DXGLWV#LQ#SUHYLRXV#\HDUV/#RXU#2IILFH#
RIWHQ#IRXQG#LW#GLIILFXOW#WR#GHWHUPLQH#ZKR#LV#DFFRXQWDEOH#IRU#SURMHFWV#
FRRUGLQDWHG#E\#WKH#5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#+5'&,1#5'&#
DGPLQLVWHUV#IXQGV#DQG#LQLWLDWLYHV/#OLNH#WKRVH#RI#WKH#(FRQRPLF#
'HYHORSPHQW#)XQG/#ZKLFK#DUH#WKHQ#FDUULHG#RXW#E\#RWKHU#GHSDUWPHQWV1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 4<8



5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG &KDSWHU#43
&RVWV#DUH#EXGJHWHG#DQG#DFWXDO#H[SHQGLWXUHV#UHFRUGHG#DW#5'&#EXW#DUH#
VSHQW#E\#WKHVH#RWKHU#GHSDUWPHQWV1

4317 7KH#GHSDUWPHQWV#DUH#DFFRXQWDEOH#IRU#WKHLU#VSHQGLQJ#LQ#UHODWLRQ#WR#
WKHLU#EXGJHWV1#+RZHYHU/#PRQH\#SURYLGHG#WR#WKH#GHSDUWPHQWV#E\#5'&#LV#
QRW#SDUW#RI#WKH#GHSDUWPHQW·V#UHJXODU#DFFRXQWDELOLW\#SURFHVV1#:H#ZDQWHG#
WR#XQGHUVWDQG#DQG#HYDOXDWH#WKH#DFFRXQWDELOLW\#SURFHVV#DW#5'&#WKURXJK#
H[DPLQLQJ#LWV#UROH#LQ#WKH#DSSURYDO#DQG#PRQLWRULQJ#RI#WKHVH#LQLWLDWLYHV1

4318 7KH#DPRXQW#RI#IHGHUDO#FRQWULEXWLRQV#DQG#WKH#PHWKRG#RI#IXQGLQJ#
DUH#DOVR#FKDQJLQJ1#7KH#4<<:0<;#5'&#(FRQRPLF#'HYHORSPHQW#)XQG#
DQQXDO#UHSRUW#VWDWHV#WKH#IROORZLQJ=#´7KH#HQG#RI#VHFWRU#VSHFLILF#
IHGHUDO0SURYLQFLDO#DJUHHPHQWV/#DV#ZHOO#DV#RYHUDOO#UHGXFWLRQV#LQ#IHGHUDO#
FRVW0VKDULQJ#RYHU#WKH#QH[W#ILYH#\HDUV#KDYH#PHDQW#WKH#SURYLQFH#KDV#KDG#WR#
ORRN#IRU#QHZ#ZD\V#WR#ILQDQFH#KLJK#SULRULW\#GHYHORSPHQW#LQLWLDWLYHV1#7KH#
(FRQRPLF#'HYHORSPHQW#)XQG#LV#RQH#DQVZHU1µ

4319 7KH#(FRQRPLF#'HYHORSPHQW#)XQG#LV#RQH#RI#WKH#PDMRU#WRROV#XVHG#
E\#5'&#WR#SURPRWH#UHJLRQDO#GHYHORSPHQW#DQG#LW#LV#HQWLUHO\#IXQGHG#E\#
WKH#3URYLQFH#RI#1HZ#%UXQVZLFN1

7KH#(FRQRPLF#'HYHORSPHQW#
)XQG

431: 7KH#(FRQRPLF#'HYHORSPHQW#)XQG#ZDV#HVWDEOLVKHG#E\#WKH#
3URYLQFH#RI#1HZ#%UXQVZLFN·V#([HFXWLYH#&RXQFLO#LQ#2FWREHU#4<<8#DQG#
EHJDQ#LWV#RSHUDWLRQV#RQ#4#$SULO#4<<91#7KH#)XQG#KHOSV#ILQDQFH#SULRULW\#
GHYHORSPHQW#LQLWLDWLYHV#QRW#IXQGHG#WKURXJK#WKH#QHZ#IHGHUDO0SURYLQFLDO#
$JUHHPHQW#RQ#5HJLRQDO#(FRQRPLF#'HYHORSPHQW#RU#WKURXJK#
GHSDUWPHQWDO#EXGJHWV1#)XQGLQJ#LV#SURYLGHG#HQWLUHO\#WKURXJK#WKH#5'&#
DQQXDO#EXGJHW1

431; 7KH#)XQG#LV#GHVLJQHG#WR#UHVSRQG#WR#WKH#VWUDWHJLF#HFRQRPLF#
SULRULWLHV#RI#SURYLQFLDO#GHSDUWPHQWV#DQG#DJHQFLHV1#+DYLQJ#DOO#
GHSDUWPHQWV#VXEPLW#WKHLU#SURSRVDOV#DW#WKH#VDPH#WLPH#PDNHV#FRPSDULVRQV#
HDVLHU#DQG#KHOSV#WKH#GHFLVLRQ0PDNHUV#WR#ORRN#DW#LQLWLDWLYHV#IURP#D#
SURYLQFLDO#SHUVSHFWLYH#LQVWHDG#RI#D#GHSDUWPHQWDO#SHUVSHFWLYH1

431< $#WRWDO#RI#54#LQLWLDWLYHV#RXW#RI#WKH#69#VXEPLWWHG#ZHUH#DSSURYHG#
GXULQJ#WKH#4<<:0<;#ILVFDO#\HDU1#7RWDO#H[SHQGLWXUHV#DPRXQWHG#WR#
'48/4:7/;661#,QLWLDWLYHV#IXQGHG#LQFOXGHG#&URZQ#ODQG#VLOYLFXOWXUH/#
WRXULVP#PDUNHWLQJ/#DJULFXOWXUH#GHYHORSPHQW/#ILVKHULHV#GHYHORSPHQW/#
PLQHUDO#GHYHORSPHQW/#)LOP#1HZ#%UXQVZLFN/#WUDLQLQJ#LQ#WKH#LQIRUPDWLRQ#
WHFKQRORJ\#VHFWRU#DQG#FDSLWDO#FRVWV#UHODWHG#WR#WKH#HVWDEOLVKPHQW#RI#
JRYHUQPHQW#FDOO#FHQWUHV1

43143 3ULRULW\#LV#JLYHQ#WR#LQLWLDWLYHV#WKDW#IDOO#XQGHU#WKH#HFRQRPLF#
GHYHORSPHQW#VWUDWHJ\#RI#WKH#3URYLQFH#RI#1HZ#%UXQVZLFN1#$FWLYLWLHV#RI#
WKH#)XQG#DUH#UHSRUWHG#LQ#WKH#5'&#(FRQRPLF#'HYHORSPHQW#)XQG·V#
DQQXDO#UHSRUW1
4<9 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#43 5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG
6FRSH 43144 :H#UHYLHZHG#WKH#RSHUDWLRQV#RI#WKH#5HJLRQDO#'HYHORSPHQW#
&RUSRUDWLRQ#DQG#LQ#PRUH#GHWDLO#WKH#(FRQRPLF#'HYHORSPHQW#)XQG1

43145 2XU#REMHFWLYH#LQ#FRQGXFWLQJ#WKLV#ZRUN#ZDV#WR#HQVXUH#WKDW#
DGHTXDWH#V\VWHPV#ZHUH#LQ#SODFH#UHODWHG#WR#WKH#DSSURYDO#RI#IXQGLQJ#DQG#
PRQLWRULQJ#RI#LQLWLDWLYHV1

5HVXOWV#LQ#%ULHI 43146 ,Q#RXU#RSLQLRQ/#WKH#(FRQRPLF#'HYHORSPHQW#)XQG#UHSUHVHQWV#
D#JRRG#WRRO#IRU#UHVSRQGLQJ#ZLWK#D#SURYLQFLDO#SHUVSHFWLYH#WR#VWUDWHJLF#
HFRQRPLF#IXQGLQJ#UHTXHVWV#IURP#SURYLQFLDO#GHSDUWPHQWV#DQG#
DJHQFLHV/#EXW#LPSURYHPHQWV#VKRXOG#EH#PDGH1

43147 #7KH#PDQGDWRU\#HOHPHQWV#WR#EH#LQFOXGHG#LQ#D#SURSRVDO#
VXEPLVVLRQ#DUH/#LI#IXOO\#FRPSOLHG#ZLWK/#VXIILFLHQW#DQG#DSSURSULDWH#IRU#
WKH#VWDII#DQG#%RDUG#RI#'LUHFWRUV#RI#5'&#WR#HYDOXDWH#WKH#LQLWLDWLYHV1

43148 6XEPLVVLRQV#SUHVHQWHG#E\#WKH#GHSDUWPHQWV#VKRXOG#EH#
LPSURYHG#E\#SURYLGLQJ#PRUH#FRPSOHWH#LQIRUPDWLRQ#+TXDQWLWDWLYH#DQG#
QDUUDWLYH,#WR#DVVLVW#WKH#XVHUV#WR#UHYLHZ#WKRURXJKO\#WKH#LQLWLDWLYHV#DQG#
WR#HYDOXDWH#WKH#UHDVRQDEOHQHVV#RI#WKH#ILJXUHV1#

43149 7KH#%RDUG#RI#'LUHFWRUV#GRHV#QRW#DSSURYH#WKH#
UHFRPPHQGDWLRQV#FRQFHUQLQJ#WKH#LQYHVWPHQWV#RI#WKH#(FRQRPLF#
'HYHORSPHQW#)XQG#SULRU#WR#VXEPLVVLRQ#WR#%RDUG#RI#0DQDJHPHQW1

4314: 5HFRPPHQGDWLRQV#WR#%RDUG#RI#0DQDJHPHQW#VKRXOG#LQFOXGH#
DQ#HYDOXDWLRQ#RI#HDFK#LQLWLDWLYH#EDVHG#RQ#WKH#UHYLHZ#FULWHULD1

4314; 6LJQLILFDQW#LPSURYHPHQWV#RQ#WKH#LQIRUPDWLRQ#IRU#
GHFLVLRQ0PDNHUV#ZRXOG#WDNH#SODFH#LI#WKH#UHYLHZ#FULWHULD#ZHUH#DSSOLHG#
WKRURXJKO\#IRU#WKH#HYDOXDWLRQ#SURFHVV#DQG#IROORZHG#XS#LQ#WKH#
PRQLWRULQJ#SURFHVV1

4314< $#V\VWHP#VKRXOG#EH#SXW#LQ#SODFH#WR#HQVXUH#VXIILFLHQW#
LQIRUPDWLRQ#LV#LQFOXGHG#LQ#WKH#SURJUHVV#UHSRUWV#IURP#WKH#
GHSDUWPHQWV1

43153 7KH#%RDUG#RI#'LUHFWRUV#VKRXOG#FRQVLGHU#DQG#GRFXPHQW/#LQ#WKH#
JXLGHOLQHV/#UHPHGLDO#DFWLRQ#WR#EH#WDNHQ#LQ#WKRVH#FDVHV#ZKHUH#WKHUH#KDV#
EHHQ#SRRU#SURJUHVV#LQ#DFKLHYLQJ#JRDOV1

6XEPLVVLRQ#
5HTXLUHPHQWV

43154 7KH#4<<:0<;#5'&#(FRQRPLF#'HYHORSPHQW#)XQG·V#DQQXDO#UHSRUW#
VWDWHV=#

7KH#(FRQRPLF#'HYHORSPHQW#)XQG#+('),#SURYLGHV#ILQDQFLQJ#
IRU#VHOHFWHG#GHSDUWPHQWDO#HFRQRPLF#GHYHORSPHQW#DFWLYLWLHV#
WKDW#DUH=

•###DGGLWLRQDO#WR#D#GHSDUWPHQW·V#FXUUHQW#VHUYLFH#OHYHO>
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 4<:



5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG &KDSWHU#43
•###FRQVLVWHQW#ZLWK#WKH#LGHQWLILHG#JRYHUQPHQW#SULRULWLHV#IRU#MRE
FUHDWLRQ#DQG#VXVWDLQDEOH#HFRQRPLF#GHYHORSPHQW>

•###DEOH#WR#GHPRQVWUDWH#WKDW#EHVW#SRVVLEOH#XVH#KDV#DOUHDG\#EHHQ#
PDGH#RI#RWKHU#UHOHYDQW#IHGHUDO#DQG#SURYLQFLDO#JRYHUQPHQW#
SURJUDPV#DQG#VHUYLFHV1

7KH#5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#LV#FRRUGLQDWRU#RI#WKH#
(FRQRPLF#'HYHORSPHQW#)XQG1111#,Q#WKLV#UROH/#WKH#&RUSRUDWLRQ#
DVVLVWV#GHSDUWPHQWV#LQ#LGHQWLI\LQJ#WKH#PRVW#DSSURSULDWH#VRXUFH#
RI#H[WHUQDO#IXQGLQJ#IRU#SULRULW\#DFWLYLWLHV1

43155 7KLV#FRXOG#LQYROYH#LGHQWLI\LQJ#RWKHU#SURYLQFLDO#RU#IHGHUDO#
SURJUDPV#DSSOLFDEOH#WR#WKH#LQLWLDWLYHV1

6XEPLVVLRQ#*XLGHOLQHV 43156 ,Q#)HEUXDU\#4<<9/#&DELQHW#DSSURYHG#0DQDJHPHQW#*XLGHOLQHV#IRU#
WKH#(FRQRPLF#'HYHORSPHQW#)XQG#WKDW#OLVWHG#WKH#HOHPHQWV#WR#EH#LQFOXGHG#
LQ#WKH#SURSRVDO#VXEPLVVLRQV#SUHVHQWHG#E\#WKH#GHSDUWPHQWV1

43157 7KH#IRUPDW#LQFOXGHG#WKH#IROORZLQJ=

• 6XPPDU\#RI#SURSRVDO

0#SXUSRVH#DQG#REMHFWLYHV
0#VWUDWHJLF#UDWLRQDOH#+KRZ#LW#UHODWHV#WR#11#%1,

• 3URSRVDO#GHVFULSWLRQ

0#DFWLYLWLHV#DQG#EHQHILFLDULHV
0#FRVWV
0#SDUWQHUV#+LQYROYHPHQW,

• 5HVXOWV#HYDOXDWLRQ

0#PHDVXUDEOH#EHQHILWV
0#GHYHORSPHQWDO#EHQHILWV#+ORQJ0WHUP#JURZWK,

• ,PSOHPHQWDWLRQ

0#PDQDJHPHQW
0#UHVRXUFH#UHTXLUHPHQWV

• $FFRXQWDELOLW\#UHSRUWLQJ

• &RQVXOWDWLRQ

• (QYLURQPHQWDO#FRQVLGHUDWLRQV

• &RPPXQLFDWLRQV#SODQ

2EVHUYDWLRQ 43158 7KH#PDQGDWRU\#HOHPHQWV#WR#EH#LQFOXGHG#LQ#VXEPLVVLRQV#DUH/#LI#
IXOO\#FRPSOLHG#ZLWK/#VXIILFLHQW#DQG#DSSURSULDWH#IRU#WKH#VWDII#DQG#
%RDUG#RI#'LUHFWRUV#RI#5'&#WR#HYDOXDWH#WKH#LQLWLDWLYHV1

43159 ,QLWLDWLYHV#IRU#)LOP#1%#DQG#&URZQ#/DQG#6LOYLFXOWXUH#ZLWK#D#WRWDO#
H[SHQGLWXUH#RI#'4/494/;85#DQG#'8/733/333#UHVSHFWLYHO\#ZHUH#WKH#ELJJHVW#
4<; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#43 5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG
(FRQRPLF#'HYHORSPHQW#)XQG#H[SHQGLWXUHV#IRU#WKH#ILVFDO#\HDU#4<<:0<;1#
7RJHWKHU#WKH\#UHSUHVHQW#RYHU#76(#RI#WKH#)XQG·V#WRWDO#H[SHQGLWXUH#RI#'48#
PLOOLRQ#IRU#4<<:0<;1

4315: 7KH#)LOP#1%#VXEPLVVLRQ#FRQWDLQHG#JHQHUDO#VWDWLVWLFV#RI#SUHYLRXV#
SURGXFWLRQV#DQG#LPSDFWV#RQ#WKH#3URYLQFH·V#HFRQRP\1#7KH#VXEPLVVLRQ#IRU#
&URZQ#/DQG#6LOYLFXOWXUH#UHTXHVWLQJ#'817#PLOOLRQ#ZDV#D#OLWWOH#PRUH#WKDQ#
IRXU#SDJHV#ORQJ#DQG#FRQVLVWHG#PRVWO\#RI#TXDOLWDWLYH#PDWHULDO1

4315; 0HDVXUDEOH#EHQHILWV#DUH#FUXFLDO#IRU#XVHUV#WR#PRQLWRU#
DFKLHYHPHQWV1#,Q#WKH#ILOHV#H[DPLQHG/#FRVWV#DQG#PHDVXUDEOH#EHQHILWV#ZHUH#
QRW#DGHTXDWHO\#LGHQWLILHG#QRU#ZHUH#WKHUH#DQ\#WLPHWDEOHV#UHODWHG#WR#WKRVH#
WRSLFV1#

4315< ,Q#WKH#&URZQ#/DQG#6LOYLFXOWXUH#LQLWLDWLYH/#ZH#VDZ#QR#GHWDLOHG#
FDOFXODWLRQV#RI#WKH#FRVWV1#1R#LQIRUPDWLRQ#ZDV#SURYLGHG#RQ#WKH#KRXUO\#
UDWH#IRU#WKH#ZRUNHUV/#WKHLU#ZHHNO\#SD\#RU#LQ#ZKLFK#UHJLRQV#WKH#ZRUN#
ZRXOG#EH#GRQH1#+7KLV#ZRXOG#KHOS#GHPRQVWUDWH#KRZ#WKH#LQLWLDWLYH#
DGGUHVVHV#D#PDMRU#UHYLHZ#FULWHULD/#WKH#HIIHFW#RQ#HDVLQJ#XQIDYRXUDEOH#
HFRQRPLF#FRQGLWLRQV#LQ#SDUWLFXODU#UHJLRQV#RI#WKH#3URYLQFH1,

43163 $V#IRU#WKH#)LOP#1%#LQLWLDWLYH/#WKHUH#ZDV#QR#GHWDLOHG#LQIRUPDWLRQ#
RQ#WKH#FRVWV#WR#EH#LQFXUUHG#LQ#1HZ#%UXQVZLFN1#,Q#WKH#SURSRVDO#IRU#
IXQGLQJ/#WKH#LPSOHPHQWLQJ#GHSDUWPHQW#RQO\#UHIHUUHG#WR#WKH#WRWDO#FRVWV#WR#
WKH#3URYLQFH#DQG#QRW#WR#WKH#FRVWV#WR#EH#LQFXUUHG#E\#WKH#SURGXFHUV#LQ#WKH#
3URYLQFH1

43164 $OWKRXJK#ZH#FDQ#XQGHUVWDQG#WKDW#GHWDLOV#RQ#IXWXUH#SURGXFWLRQV#
DUH#KDUG#WR#JHW/#ZH#IHHO#WKDW#SDVW#SURGXFWLRQV#FRXOG#KDYH#SURYLGHG#
LQIRUPDWLRQ#RQ#WKH#LPSDFW#RI#SUHYLRXV#LQYHVWPHQWV#E\#WKH#3URYLQFH1#7KLV#
ZRXOG#KHOS#GHFLVLRQ0PDNHUV#HYDOXDWH#WKH#EHQHILWV#RI#WKLV#LQYHVWPHQW1

43165 ,Q#ERWK#ILOHV#H[DPLQHG/#ZH#IRXQG#QR#LQGLFDWLRQV#WKDW#WKH#EHVW#
SRVVLEOH#XVH#KDV#DOUHDG\#EHHQ#PDGH#RI#RWKHU#UHOHYDQW#SURJUDPV1

5HFRPPHQGDWLRQ 43166 'HSDUWPHQWDO#VXEPLVVLRQV#VKRXOG#EH#LPSURYHG#E\#SURYLGLQJ#
PRUH#FRPSOHWH#LQIRUPDWLRQ#+TXDQWLWDWLYH#DQG#QDUUDWLYH,#WR#DVVLVW#WKH#
GHFLVLRQ0PDNHUV#WR#HYDOXDWH#WKRURXJKO\#WKH#LQLWLDWLYHV#DQG#WR#
DSSUHFLDWH#WKH#UHDVRQDEOHQHVV#RI#WKH#ILJXUHV1#

$SSURYDO#3URFHVV 43167 7KH#5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#UHFHLYHV#SURSRVDOV#IURP#
GHSDUWPHQWV#DQG#QRQ0FRPPHUFLDO#&URZQ#FRUSRUDWLRQV#GXULQJ#WKH#
SURYLQFLDO#EXGJHW#SURFHVV1#7KLV#DOORZV#IRU#LPSOHPHQWDWLRQ#RI#IXQGLQJ#
GHFLVLRQV#DW#WKH#EHJLQQLQJ#RI#WKH#QH[W#ILVFDO#\HDU1

43168 'HSDUWPHQWV#KDYH#WR#SURYLGH#LQGLFDWRUV#RI#DQWLFLSDWHG#UHVXOWV#DQG#
EHQHILWV#RI#WKHLU#SURSRVHG#DFWLYLWLHV1#7KH#UHYLHZ#SURFHVV#XVHG#LQ#
DOORFDWLQJ#IXQGV#DOORZV#IRU#SULRULWL]DWLRQ#RI#WKH#SURSRVDOV#EDVHG#RQ#WKLV#
LQIRUPDWLRQ1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 4<<



5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG &KDSWHU#43
43169 $OORFDWLRQV#RI#IXQGV#DUH#RQ#D#ILVFDO0\HDU#EDVLV1#:KHQ#D#
VXEPLVVLRQ#LV#DSSURYHG/#WKH#OLQH#GHSDUWPHQW#LV#DGYLVHG#DERXW#WKH#
IXQGLQJ/#WKH#WHUPV#DQG#FRQGLWLRQV#DWWDFKHG#WR#WKH#DSSURYDO/#DQG#WKH#
LPSOHPHQWDWLRQ#PHDVXUHV#WR#EH#IROORZHG1

,QIRUPDWLRQ#RQ#3ULRULWLHV 4316: ´7RZDUG#6HOI06XIILFLHQF\µ#DQG#´0RYLQJ#$KHDG#7RJHWKHUµ#DUH#WKH#
WZR#GRFXPHQWV#RXWOLQHG#LQ#WKH#(FRQRPLF#'HYHORSPHQW#)XQG#+('),#
0DQDJHPHQW#*XLGHOLQHV#WR#LGHQWLI\#WKH#JRYHUQPHQW·V#SULRULWLHV1#$W#WKH#
WLPH#RI#RXU#DXGLW/#WKRVH#GRFXPHQWV#ZRXOG#UHSUHVHQW/#LQ#RXU#YLHZ/#WKH#
PDLQ#WRRO#IRU#5'&#WR#OLQN#WKHLU#UHFRPPHQGDWLRQV#FRQFHUQLQJ#(')#
LQYHVWPHQWV#WR#WKH#´JRYHUQPHQW#SULRULWLHV1µ

4316; $OWKRXJK#WKH#GRFXPHQW#´0RYLQJ#$KHDG#7RJHWKHUµ#LV#VXEMHFW#WR#
UHJXODU#XSGDWHV/#´7RZDUG#6HOI06XIILFLHQF\µ#ZDV#SURGXFHG#LQ#$SULO#4<<6#
DQG#KDV#QRW#EHHQ#XSGDWHG#VLQFH1

4316< ,Q#RXU#RSLQLRQ/#WKH#HFRQRPLF#VLWXDWLRQ#RI#1HZ#%UXQVZLFN#PD\#
EH#WRR#YRODWLOH#WR#UHO\#RQ#D#GRFXPHQW#RYHU#ILYH#\HDUV#ROG#DV#RQH#RI#WKH#
PDLQ#VRXUFHV#RI#LQIRUPDWLRQ#IRU#LQLWLDWLYH#HYDOXDWLRQV1

43173 5'&#PDQDJHPHQW#LQIRUPHG#XV#WKDW#RWKHU#VRXUFHV#RI#LQIRUPDWLRQ#
KDYH#WR#EH#FRQVLGHUHG#LQ#RUGHU#WR#KDYH#D#EHWWHU#NQRZOHGJH#DERXW#WKH#
JRYHUQPHQW#SULRULWLHV1#)RU#H[DPSOH/#WKH#6SHHFK#IURP#WKH#7KURQH#PD\#EH#
XVHG1

43174 'LVFXVVLRQV#ZLWK#WKH#PHPEHUV#RI#WKH#%RDUG#RI#'LUHFWRUV#+ZKR#
DUH#SULPDULO\#GHSDUWPHQWDO#GHSXW\#PLQLVWHUV,/#WKH#GHSDUWPHQWV#DQG#WKH#
2IILFH#RI#WKH#3UHPLHU#DUH#DOVR#D#YHU\#JRRG#VRXUFH#RI#LQIRUPDWLRQ#DV#LW#
UHODWHV#WR#WKH#JRYHUQPHQW#SULRULWLHV1#7KLV#SURYLGHV#LQIRUPDWLRQ#RQ#ZKDW#
DUH#WKH#FXUUHQW#SULRULWLHV#RI#JRYHUQPHQW1

43175 :H#EHOLHYH#WKDW#E\#KDYLQJ#DSSURSULDWH#FRQVXOWDWLRQ#ZLWK#WKH#
LQYROYHG#SDUWLHV/#5'&#LV#SURYLGLQJ#VXIILFLHQW#RSSRUWXQLW\#WR#WKH#
GHSDUWPHQWV#WR#SRLQW#RXW#WKHLU#´PRVW#LPSRUWDQWµ#SULRULWLHV1

43176 :H#DJUHH#ZLWK#5'&#VWDII#RQ#WKH#LVVXH#WKDW#LW#LV#KDUG#WR#
XQGHUVWDQG#ZKDW#DUH#WKH#WRS#JRYHUQPHQW#SULRULWLHV1#7KHUH#LV#QR#SULRULWLHV#
OLVW#DQG#SULRULWLHV#DOVR#FKDQJH1#.H\#GRFXPHQWV/#DV#QRWHG#DERYH/#PD\#
EHFRPH#RXWGDWHG1

2EVHUYDWLRQ 43177 'HWHUPLQLQJ#WKH#WRS#SULRULWLHV#RI#JRYHUQPHQW#LV#QRW#HDV\1#7RS#
SULRULWLHV#EHFRPH#XQGHUVWRRG#DV#WKH#FRQVXOWDWLYH#DSSURDFK#RXWOLQHG#
DERYH#SURJUHVVHV1#7KH\#DUH#QRW#DOZD\V#NQRZQ#LQ#DGYDQFH1

5HYLHZ#&ULWHULD 43178 7KH#(')#$QQXDO#5HSRUW#VWDWHV#WKDW#´3URSRVDOV#DUH#FRQVLGHUHG#
XQGHU#WKH#´EXVLQHVV#FDVHµ#DSSURDFK/#VR#WKDW#PHDVXUDEOH#EHQHILWV#RI#
SURSRVHG#DFWLYLWLHV#DUH#FOHDUO\#GHPRQVWUDWHG1µ
533 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#43 5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG
43179 7KH#(')#0DQDJHPHQW#*XLGHOLQHV#UHIHU#DOVR#WR#D#%XVLQHVV#&DVH#
$SSURDFK#IRU#WKH#SURSRVDO#VXEPLVVLRQV#DQG#LV#GHILQHG#DV#IROORZV=

#1111WKH#H[WHQW#WR#ZKLFK#WKH#SURSRVHG#DFWLYLWLHV#GHPRQVWUDWH#
WKHLU#YDOXH#RU#FRQWULEXWLRQ#WR#HFRQRPLF#GHYHORSPHQW#LQ#1HZ#
%UXQVZLFN#LQ#WHUPV#RI#H[SHFWHG#UHVXOWV#DQG#PHDVXUH#WKHP#
DFFRUGLQJ#WR#WKHLU#DELOLW\#WR#FRQWULEXWH#WR#WKH#FUHDWLRQ#RI#MREV#
DQG#HFRQRPLF#JURZWK#LQ#1HZ#%UXQVZLFN#ZKLFK#DUH#
VHOI0VXVWDLQLQJ#LQ#WKH#ORQJ#WHUP1

4317: 7KH#(')#0DQDJHPHQW#*XLGHOLQHV#VWDWH#DOVR=

7KH#IROORZLQJ#FULWHULD#ZLOO#EH#XVHG#ZKHQ#UHYLHZLQJ#SURSRVDOV#
IRU#ILQDQFLDO#DVVLVWDQFH#XQGHU#WKH#(FRQRPLF#'HYHORSPHQW#
)XQG=

•##6LJQLILFDQW#SRVLWLYH#HFRQRPLF#LPSDFW#LQ#WHUPV#RI#FUHDWLRQ#RI#
HPSOR\PHQW/#H[SDQVLRQ#RI#WKH#HFRQRPLF#EDVH#RU#LPSURYHG#
ODERXU#PDUNHW#FRQGLWLRQV1

•##6LJQLILFDQW#LPSDFW#LQ#WHUPV#RI#DGGUHVVLQJ#XQIDYRXUDEOH#
HFRQRPLF#FRQGLWLRQV#LQ#SDUWLFXODU#UHJLRQV#RI#WKH#SURYLQFH1

•##7KH#H[WHQW#WR#ZKLFK#WKH#LQLWLDWLYH#HQKDQFHV#RSSRUWXQLWLHV#IRU#
YDOXH0DGGHG#SURGXFWLRQ#ZLWKLQ#1HZ#%UXQVZLFN#LQGXVWULHV1

•##7KH#H[WHQW#WR#ZKLFK#WKH#LQLWLDWLYH#FRQWULEXWHV#WR#LQFUHDVLQJ#WKH#
JOREDO#FRPSHWLWLYHQHVV#RI#1HZ#%UXQVZLFN#EXVLQHVVHV#DQG#
LQGXVWU\#VHFWRUV#WKURXJK#JDLQV#LQ#SURGXFWLYLW\#DQG#HIILFLHQF\1

•##7KH#H[WHQW#WR#ZKLFK#WKH#WDUJHWHG#VHFWRU/#UHJLRQ#RU#FRPPXQLW\#
HQGRUVHV#DQG#LV#ZLOOLQJ#WR#SDUWLFLSDWH#LQ#WKH#LQLWLDWLYH/#
ILQDQFLDOO\#DQG#RWKHUZLVH/#DV#D#UHVXOW#RI#PHDQLQJIXO#DQG#
DSSURSULDWH#FRQVXOWDWLRQV1

•##,QDELOLW\#WR#SURFHHG#ZLWKRXW#DVVLVWDQFH#IURP#WKH#)XQG#EHFDXVH#
RI#ORFDWLRQ/#VFRSH/#WLPLQJ#RU#ULVN1

4317; 5'&#PDQDJHPHQW#LQIRUPHG#XV#WKDW#QR#IRUPDO#HYDOXDWLRQ#RI#WKH#
VXEPLWWHG#LQLWLDWLYHV#LV#SHUIRUPHG#IROORZLQJ#WKRVH#FULWHULD1#,QVWHDG/#
´JRYHUQPHQW#SULRULWLHVµ#ZHUH#PDLQO\#XVHG#WR#UHYLHZ#WKH#LQLWLDWLYHV1

4317< :H#ZHUH#DOVR#WROG#WKDW#HYDOXDWLRQV#DUH#KDUG#WR#PDNH#RQ#WKRVH#
FULWHULD#DQG#DUH#EDVHG#RQ#VXEMHFWLYH#MXGJHPHQW#RQO\1

43183 $OWKRXJK#ZH#DJUHH#WKDW#MXGJHPHQW#KDV#WR#EH#XVHG#LQ#WKLV#SURFHVV/#
ZH#IHHO#LW#VKRXOG#EH#H[HUFLVHG#LQ#WKH#FRQWH[W#RI#HVWDEOLVKHG#FULWHULD1

43184 7KH#2UGHU#LQ#&RXQFLO#FUHDWLQJ#WKH#)XQG#HVWDEOLVKHV#LWV#SXUSRVH#
DV#´IXQGLQJ#KLJK#SULRULW\#HFRQRPLF#GHYHORSPHQW#LQLWLDWLYHV1µ#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 534



5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG &KDSWHU#43
43185 :H#DJUHH#ZLWK#5'&#VWDII#RQ#WKH#LVVXH#WKDW#JRYHUQPHQW#SULRULWLHV#
VKRXOG#EH#FRQVLGHUHG#LQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV1#%XW#ZH#DUH#DOVR#RI#
WKH#RSLQLRQ#WKDW#5'&·V#DSSURYDO#SURFHVV#VKRXOG#PDNH#XVH#RI#WKH#
0DQDJHPHQW#*XLGHOLQHV1

43186 7KH#FULWHULD#OLVWHG#LQ#WKH#0DQDJHPHQW#*XLGHOLQHV#DUH#LQ#RXU#
RSLQLRQ#FRQVLVWHQW#ZLWK#WKH#REMHFWLYHV#RI#WKH#)XQG#DQG#LWV#´EXVLQHVV#FDVH#
DSSURDFK1µ#7KH\#VKRXOG#EH#XVHG#LQ#RUGHU#WR#SURYLGH#UHFRPPHQGDWLRQV#WR#
%RDUG#RI#0DQDJHPHQW#RQ#WKH#LQLWLDWLYHV#VXEPLWWHG#E\#WKH#GHSDUWPHQWV1#
7KH#HOHFWHG#RIILFLDOV#ZRXOG#WKHQ#KDYH#WKH#LQIRUPDWLRQ#WKH\#QHHG#IRU#
GHFLVLRQ0PDNLQJ#SXUSRVHV1

5HFRPPHQGDWLRQ 43187 7KHUH#VKRXOG#EH#D#IRUPDO#HYDOXDWLRQ#RI#HDFK#LQLWLDWLYH#DJDLQVW#
WKH#UHYLHZ#FULWHULD1

43188 ,QIRUPDWLRQ#UHODWHG#WR#WKH#FULWHULD#VKRXOG#EH#DYDLODEOH#LQ#RUGHU#WR#
IDFLOLWDWH#WKH#HYDOXDWLRQ#SURFHVV#DQG#WR#HQVXUH#FRQVLVWHQF\1#)RU#H[DPSOH/#
ZKHQ#SURSRVDOV#UHIHU#WR#MREV#FUHDWHG/#LW#ZRXOG#EH#KHOSIXO#LI#DOO#SURSRVDOV#
KDG#WKH#VDPH#GHILQLWLRQ#RI#D#MRE1#,W#ZRXOG#DOVR#EH#XVHIXO#LI#WKH#DUHDV#ZLWK#
XQIDYRXUDEOH#HFRQRPLF#FRQGLWLRQV/#UHIHUUHG#WR#LQ#WKH#0DQDJHPHQW#
*XLGHOLQHV/#ZHUH#OLVWHG1

5HFRPPHQGDWLRQ 43189 *XLGHOLQHV#IRU#UHYLHZLQJ#LQLWLDWLYHV#FRXOG#EH#HQKDQFHG#LQ#
RUGHU#WR#IDFLOLWDWH#WKH#HYDOXDWLRQ#SURFHVV#DQG#WR#HQVXUH#FRQVLVWHQF\#
EHWZHHQ#DSSOLFDWLRQV1

%RDUG#RI#'LUHFWRUV 4318: 7KH#%RDUG#RI#'LUHFWRUV#RI#5'&#LV#FKDLUHG#E\#WKH#5'&#
3UHVLGHQW/#DQG#LV#FRPSRVHG#RI#SURYLQFLDO#GHSXW\#PLQLVWHUV1#5'&#VWDII#
MRLQV#WKH#%RDUG#PHHWLQJV#DV#VXSSRUW#VWDII1

4318; ,Q#SUHSDUDWLRQ#IRU#WKH#PHHWLQJV/#5'&#VWDII#FRQVXOW#WKH#GLIIHUHQW#
GHSDUWPHQWV#UHJDUGLQJ#WKHLU#SURMHFWV1

4318< 7KH#SXUSRVH#RI#WKH#PHHWLQJ#ZLWK#WKH#%RDUG#RI#'LUHFWRUV#LV#WR#
REWDLQ#WKHLU#LQSXW#DQG#FROODERUDWLRQ#LQ#RUGHU#IRU#5'&#VWDII#WR#PDNH#WKHLU#
UHFRPPHQGDWLRQV1

43193 3ULRU#WR#PDNLQJ#WKH#DQQXDO#UHFRPPHQGDWLRQV#WR#WKH#%RDUG#RI#
0DQDJHPHQW#FRQFHUQLQJ#LQYHVWPHQWV#IURP#WKH#)XQG/#5'&#VWDII#FRQVXOW#
DQG#VHQG#D#GUDIW#RI#WKHLU#UHFRPPHQGDWLRQV#WR#WKH#2IILFH#RI#WKH#3UHPLHU#
IRU#IHHGEDFN1#$IWHU#FRQVLGHULQJ#WKH#3UHPLHU·V#2IILFH#LQSXW/#WKH#
UHFRPPHQGDWLRQV#DUH#WKHQ#IRUZDUGHG#WR#WKH#%RDUG#RI#0DQDJHPHQW#IRU#
FRQVLGHUDWLRQ/#DQG#WR#&DELQHW#IRU#ILQDO#DSSURYDO1

43194 7KH#SURFHVV#GHVFULEHG#DERYH#DSSHDUV#WR#EH#LQFRQVLVWHQW#ZLWK#WKH#
(')#0DQDJHPHQW#*XLGHOLQHV#ZKLFK#VWDWH=#´7KH#SULRULWLHV#UHWDLQHG#E\#
WKH#%RDUG#+RI#'LUHFWRUV,#ZLOO#EH#SUHVHQWHG#WR#%RDUG#RI#0DQDJHPHQW#+LQ#D#
PHPRUDQGXP#SUHSDUHG#E\#5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ,#IRU#WKHLU#
ILQDO#GHFLVLRQ#RQ#WKH#DOORFDWLRQ#RI#WKH#IXQG1µ#7KLV#JXLGHOLQH#DSSHDUV#WR#EH#
535 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#43 5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG
VXJJHVWLQJ#WKDW#WKH#%RDUG#RI#0DQDJHPHQW#VKRXOG#EH#UHFHLYLQJ#D#
UHSUHVHQWDWLRQ#RQ#SULRULWLHV#IURP#WKH#5'&#%RDUG#RI#'LUHFWRUV/#DQG#QRW#
IURP#WKH#VWDII#RI#5'&1

43195 :H#UHYLHZHG#5'&·V#%RDUG#RI#'LUHFWRUV·#PLQXWHV#IRU#WKH#ODVW#
WZR#\HDUV#DQG#IRXQG#QR#LQGLFDWLRQV#WKDW#WKH#%RDUG#RI#'LUHFWRUV#YRWHG#RQ#
WKH#VXEPLWWHG#LQLWLDWLYHV1#,Q#RQH#\HDU/#WKH#%RDUG#GLG#UHFRPPHQG#WR#WKH#
%RDUG#RI#0DQDJHPHQW#WKH#DOORFDWLRQ#RI#IXQGV#E\#GHSDUWPHQW/#DOWKRXJK#
QR#SRVLWLRQ#RQ#VSHFLILF#LQLWLDWLYHV#ZDV#WDNHQ1#,Q#IDFW/#RWKHU#WKDQ#DSSURYDO#
RI#WKH#PLQXWHV#RI#WKH#ODVW#PHHWLQJ/#ZH#IRXQG#WKDW#WKHUH#ZHUH#YHU\#IHZ#
PRWLRQV#SUHVHQWHG#WR#DQG#YRWHG#RQ#E\#WKH#%RDUG1

2EVHUYDWLRQ 43196 7KH#%RDUG#RI#'LUHFWRUV#GRHV#QRW#DSSURYH#WKH#
UHFRPPHQGDWLRQV#FRQFHUQLQJ#WKH#LQYHVWPHQWV#RI#WKH#(FRQRPLF#
'HYHORSPHQW#)XQG#SULRU#WR#VXEPLVVLRQ#WR#%RDUG#RI#0DQDJHPHQW1

43197 :H#DOVR#UHYLHZHG#WKH#&RUSRUDWLRQ·V#OHJLVODWLRQ#DV#LW#SHUWDLQV#WR#
WKH#%RDUG#RI#'LUHFWRUV1#7KH#RQO\#UHIHUHQFH#WR#WKH#%RDUG#RI#'LUHFWRUV#LV#
WKDW#´7KH#/LHXWHQDQW0*RYHUQRU#LQ#&RXQFLO#PD\#DSSRLQW#SHUVRQV«#WR#EH#
GLUHFWRUV#RI#WKH#&RUSRUDWLRQ1µ

2EVHUYDWLRQ 43198 7KH#UROH/#DXWKRULW\#DQG#UHVSRQVLELOLW\#RI#WKH#%RDUG#LV#QRW#
GHILQHG#LQ#WKH#HQDEOLQJ#OHJLVODWLRQ

43199 $V#VWDWHG#HDUOLHU/#5'&·V#4<<:0<;#DQQXDO#UHSRUW#UHIHUV#WR#WKH#IDFW#
WKDW#´7KH#&RUSRUDWLRQ#DOVR#PDNHV#UHFRPPHQGDWLRQV#WR#&DELQHW#
FRQFHUQLQJ#SURYLQFLDO#HFRQRPLF#GHYHORSPHQW#SULRULWLHV1µ

4319: :LWK#WKLV#FRQFHSW#LQ#PLQG/#WKH#PRVW#UHDVRQDEOH#DQG#ORJLFDO#
DVVXPSWLRQ#ZRXOG#EH#WR#EHOLHYH#WKDW#´7KH#&RUSRUDWLRQµ#ZRXOG#PHDQ#WKH#
&RUSRUDWLRQ·V#KLJKHVW#DXWKRULW\/#DQG#WKDW#WKLV#DXWKRULW\#ZRXOG#EH#DVVLVWHG#
E\#VWDII#0#QRW#WKH#RWKHU#ZD\#DURXQG1

4319; :H#ZHUH#WROG/#KRZHYHU/#WKDW#LQ#WKH#SDVW/#WKH#SURFHVV#RI#KDYLQJ#
WKH#%RDUG#RI#'LUHFWRUV#PDNH#D#UHFRPPHQGDWLRQ#WR#WKH#%RDUG#RI#
0DQDJHPHQW#ZDV#DGYHUVDULDO#LQ#QDWXUH#DQG#DIIHFWHG#WKH#RQJRLQJ#
UHODWLRQVKLS#EHWZHHQ#WKH#GLUHFWRUV1

5HFRPPHQGDWLRQ 4319< 7KH#%RDUG#RI#'LUHFWRUV#VKRXOG#DSSURYH#WKH#UHFRPPHQGDWLRQV#
FRQFHUQLQJ#WKH#LQYHVWPHQWV#RI#WKH#(FRQRPLF#'HYHORSPHQW#)XQG#
SULRU#WR#VXEPLVVLRQ#WR#%RDUG#RI#0DQDJHPHQW1#,I#WKH#%RDUG#RI#
'LUHFWRUV#LV#QRW#WR#PDNH#VXFK#UHFRPPHQGDWLRQV/#WKH#JXLGHOLQHV#
VKRXOG#EH#UH0ZRUGHG#WR#FOHDUO\#H[SODLQ#WKH#UROH#RI#VWDII#DQG#WKH#
%RDUG#RI#5'&#LQ#WKH#GHFLVLRQ0PDNLQJ#SURFHVV1

&RUSRUDWLRQ·V#UHVSRQVH 431:3 ,W#VKRXOG#EH#QRWHG#WKDW#WKH#0DQDJHPHQW#*XLGHOLQHV#VWDWH/#
´SULRULWLHV#UHWDLQHG#E\#WKH#%RDUG111µ#DQG#QRW#DSSURYHG#E\#WKH#%RDUG#RI#
'LUHFWRUV#RI#WKH#&RUSRUDWLRQ1#:H#EHOLHYH#WKDW#WKHUH#LV#D#VLJQLILFDQW#
GLIIHUHQFH#LQ#WKH#LQWHUSUHWDWLRQ#RI#WKHVH#WZR#VWDWHPHQWV111#7KH#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 536



5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG &KDSWHU#43
PDQDJHPHQW#JXLGHOLQHV#GR#QRW#UHTXLUH#WKH#DSSURYDO#RI#WKH#5'&#%RDUG#RI#
'LUHFWRUV/#RQO\#WKDW#WKH\#UHYLHZ#WKHP#DQG#WKDW#WKRVH#UHWDLQHG#E\#WKH#
%RDUG#EH#IRUZDUGHG#WR#%RDUG#RI#0DQDJHPHQW#IRU#DSSURYDO1#7KHUH#PD\#
EH#D#FDVH#IRU#PDNLQJ#WKH#ZRUGLQJ#LQ#WKH#JXLGHOLQHV#PRUH#FRQFLVH#DV#LW#
UHODWHV#WR#WKH#UROH#WKH#5'&#%RDUG#RI#'LUHFWRUV#LQ#WKH#GHFLVLRQ#PDNLQJ#
SURFHVV1

,QIRUPDWLRQ#IRU#WKH#%RDUG#
RI#0DQDJHPHQW

431:4 :H#UHYLHZHG#WKH#LQIRUPDWLRQ#SUHVHQWHG#WR#WKH#%RDUG#RI#
0DQDJHPHQW#FRQFHUQLQJ#WKH#IXQGLQJ#UHFRPPHQGDWLRQV#IRU#WKH#(FRQRPLF#
'HYHORSPHQW#)XQG1

431:5 7KH#LQIRUPDWLRQ#WKDW#ZDV#SURYLGHG#WR#XV#ZDV#FRPSRVHG#RI#D#EULHI#
GHVFULSWLRQ#RI#HDFK#LQLWLDWLYH1#7KH#GHVFULSWLRQV#YDULHG#IURP#WZR#SKUDVHV#
IRU#VRPH#LQLWLDWLYHV#XS#WR#D#FRXSOH#RI#SDUDJUDSKV#IRU#RWKHUV1#

431:6 $OVR#LQFOXGHG#ZHUH#WKH#QDPHV#RI#WKH#LPSOHPHQWLQJ#GHSDUWPHQWV/#
WKH#WRWDO#FRVWV#IRU#WKH#XS0FRPLQJ#\HDU/#WKH#UHTXHVWHG#IXQGLQJ#DQG#WKH#
(')#IXQGLQJ#RU#RWKHU#UHFRPPHQGHG#DOWHUQDWLYHV1

431:7 9HU\#OLWWOH#LQIRUPDWLRQ#ZDV#LQFOXGHG#FRQFHUQLQJ#WKH#UHYLHZ#
FULWHULD#RXWOLQHG#LQ#WKH#0DQDJHPHQW#*XLGHOLQHV1#7KH#0DQDJHPHQW#
*XLGHOLQHV#ZKLFK#ZHUH#DSSURYHG#E\#%RDUG#RI#0DQDJHPHQW#LQFOXGH#
FULWHULD#ZLWK#ZKLFK#LQLWLDWLYHV#PXVW#EH#UHYLHZHG#E\#WKH#%RDUG#RI#
'LUHFWRUV#XQGHU#WKH#´EXVLQHVV#FDVHµ#DSSURDFK1

431:8 7KH#UHVXOWV#RI#WKH#UHYLHZ#DJDLQVW#WKRVH#FULWHULD#ZRXOG#EH#XVHIXO#
LQIRUPDWLRQ#LQ#DSSURYLQJ#RU#UHMHFWLQJ#WKH#IXQGLQJ#UHFRPPHQGDWLRQV#IRU#
WKH#(FRQRPLF#'HYHORSPHQW#)XQG1#

431:9 7KH#HOHFWHG#RIILFLDOV#DQG#WKHLU#SROLWLFDO#DGYLVRUV#ZRXOG#WKHQ#EH#LQ#
WKH#EHVW#SRVLWLRQ#WR#VHOHFW#WKH#LQLWLDWLYHV#EDVHG#RQ#WKHLU#JRYHUQPHQW#
SULRULWLHV#ZLWK#IXOO#NQRZOHGJH#RI#WKH#UHYLHZ#EDVHG#RQ#WKH#´EXVLQHVV#
FDVHµ#DSSURDFK1

431:: ,Q#RXU#RSLQLRQ/#WKH#LQIRUPDWLRQ#SURYLGHG#WR#WKH#%RDUG#RI#
0DQDJHPHQW#FRXOG#EH#LPSURYHG#E\#SURYLGLQJ#WKH#DERYH#LQIRUPDWLRQ1

5HFRPPHQGDWLRQ 431:; %RDUG#RI#0DQDJHPHQW#VKRXOG#EH#SURYLGHG#ZLWK#DQ#HYDOXDWLRQ#
RI#WKH#VXEPLWWHG#LQLWLDWLYHV#DJDLQVW#WKH#UHYLHZ#FULWHULD#VSHFLILHG#LQ#WKH#
0DQDJHPHQW#*XLGHOLQHV1

&RUSRUDWLRQ·V#UHVSRQVH 431:< %RDUG#RI#0DQDJHPHQW#LV#SURYLGHG#ZLWK#D#&DELQHW#0HPR#ZLWK#
GHWDLOHG#VXSSRUWLQJ#GRFXPHQWDWLRQ#RQ#WKH#SULRULWLHV#UHFRPPHQGHG#IRU#
DSSURYDO1#7KH#&DELQHW#PHPR#FRPSOLHV#ZLWK#JXLGHOLQHV#IRU#&DELQHW#
VXEPLVVLRQV1#2IILFLDOV#IURP#WKH#5'&#SURYLGH#D#GHWDLOHG#EULHILQJ#WR#WKH#
VWDII#RI#WKH#'HSDUWPHQW#RI#)LQDQFH#RQ#HDFK#SURSRVDO1#2IILFLDOV#IURP#WKH#
&RUSRUDWLRQ#DSSHDU#EHIRUH#%RDUG#RI#0DQDJHPHQW#WR#SUHVHQW#WKH#LWHP#WR#
0LQLVWHUV#DQG#WR#DQVZHU#DQ\#TXHVWLRQV#WKDW#%RDUG#PHPEHUV#PD\#KDYH#RQ#
WKH#SURSRVDOV1#7KH#VHOHFWLRQ#SURFHVV#LV#EDVHG#RQ#SULRULWLHV#SUHYLRXVO\#
537 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#43 5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG
LGHQWLILHG#E\#JRYHUQPHQW#DQG#DUH#EHLQJ#IRUZDUGHG#IRU#D#IXQGLQJ#GHFLVLRQ#
DQG#WKH#WLPLQJ#RI#LPSOHPHQWDWLRQ1#:H#DUH#VDWLVILHG#WKDW#&DELQHW#
0LQLVWHUV#KDYH#VXIILFLHQW#LQIRUPDWLRQ#WR#PDNH#LQIRUPHG#IXQGLQJ#GHFLVLRQV#
DQG#ZH#KDYH#QHYHU#EHHQ#OHG#WR#EHOLHYH#GLIIHUHQWO\1#

0RQLWRULQJ

3URJUHVV#5HSRUW

431;3 2QFH#D#\HDU/#WKH#LPSOHPHQWLQJ#GHSDUWPHQWV#SURYLGH#D#UHSRUW#WR#
WKH#%RDUG#RI#'LUHFWRUV#RQ#WKH#SURJUHVV#DQG#DFKLHYHPHQWV#RI#WKHLU#
SURMHFWV1#7KLV#LQIRUPDWLRQ#LV#WKHQ#LQFOXGHG#LQ#WKH#DQQXDO#(FRQRPLF#
'HYHORSPHQW#)XQG#UHSRUW1#7KHVH#UHSRUWV#SURYLGH#LQIRUPDWLRQ#RQ#
PHDVXUDEOH#RXWFRPHV#DFKLHYHG#DQG#SODQQHG#WDUJHWV1

431;4 7KH#SURJUHVV#UHSRUWV#DUH#SUHVHQWHG#WR#WKH#%RDUG#RI#'LUHFWRUV#IRU#
LQIRUPDWLRQ#RQO\1#7KH#%RDUG/#LQ#FDVHV#RI#SRRU#SURJUHVV/#LPSRVHV#QR#
UHPHGLDO#DFWLRQV#RWKHU#WKDQ#WDNLQJ#WKDW#IDFW#LQWR#FRQVLGHUDWLRQ#ZKHQ#
H[DPLQLQJ#QH[W#\HDU·V#VXEPLVVLRQV1

431;5 7KH#WZR#PDMRU#LQLWLDWLYH#ILOHV#ZH#H[DPLQHG#+)LOP#1%#DQG#&URZQ#
/DQG#6LOYLFXOWXUH,#SURYLGHG#OLPLWHG#LQIRUPDWLRQ#LQ#WKH#SURJUHVV#UHSRUWV1#
&RXSOHG#ZLWK#WKH#ODFN#RI#LQIRUPDWLRQ#RQ#WKH#PHDVXUDEOH#EHQHILWV/#
GLVFXVVHG#HDUOLHU/#WKH#PRQLWRULQJ#SURFHVV#LV#RI#OLWWOH#YDOXH1

431;6 7KH#)LOP#1%#LQLWLDWLYH#SURJUHVV#UHSRUW#GLG#QRW#SURYLGH#GHWDLOV#RQ#
LPSRUWDQW#LVVXHV1#1R#LQIRUPDWLRQ#ZDV#IRXQG#LQ#UHODWLRQ#WR#IXOO#RU#SDUW#
WLPH#MREV#IRU#1HZ#%UXQVZLFNHUV#DQG#QR#LQIRUPDWLRQ#ZDV#SURYLGHG#RQ#WKH#
TXDOLW\#RU#DSSURSULDWHQHVV#RI#WKH#WUDLQLQJ#UHFHLYHG#ZLWKLQ#WKLV#LQLWLDWLYH1

431;7 $V#IRU#WKH#&URZQ#/DQG#6LOYLFXOWXUH#LQLWLDWLYH/#WKH#0DQDJHPHQW#
*XLGHOLQHV#UHIHU#WR#´6LJQLILFDQW#LPSDFW#LQ#WHUPV#RI#DGGUHVVLQJ#
XQIDYRXUDEOH#HFRQRPLF#FRQGLWLRQV#LQ#SDUWLFXODU#UHJLRQV#RI#WKH#
SURYLQFH1µ#:H#VDZ#QR#LQIRUPDWLRQ#DV#WR#ZKDW#UHJLRQ#WKH#VLOYLFXOWXUH#
LQLWLDWLYH#ZDV#LPSDFWLQJ#QRU#GLG#ZH#ILQG#LQIRUPDWLRQ#DV#WR#WKH#VDODU\#
OHYHO#RI#WKH#HPSOR\HHV1#7KLV#ODFN#RI#LQIRUPDWLRQ#PDNHV#LW#LPSRVVLEOH#WR#
HYDOXDWH#WKH#H[WHQW#WR#ZKLFK#WKH#LQLWLDWLYH#LV#SURYLGLQJ#VXIILFLHQW#VDODULHV#
IRU#ZRUNHUV1#$OVR#LW#PDNHV#LW#KDUG#WR#GHWHUPLQH#ZKHWKHU#WKH#LQLWLDWLYH#LV#
DGGUHVVLQJ#WKH#SUREOHP#RI#UHJLRQV#ZLWK#XQIDYRXUDEOH#HFRQRPLF#
FRQGLWLRQV1

431;8 7KH#LQLWLDWLYH#KDV#WKH#REMHFWLYH#´RI#PD[LPL]LQJ#WKH#SUHVHQW#
VXVWDLQDEOH#OHYHO#RI#VRIWZRRG#DQG#KDUGZRRG/#DQG#DOVR#WR#SURYLGH#IRU#
ORQJ0WHUP#YROXPH#LQFUHDVHV#RI#ERWK#KDUGZRRG#DQG#VRIWZRRG1µ

431;9 )URP#WKH#GRFXPHQWDWLRQ#SUHVHQWHG#RQ#WKH#4<<:0<;#UHVXOWV/#
LQIRUPDWLRQ#LV#SURYLGHG#RQ#KRZ#PDQ\#KHFWDUHV#ZHUH#SODQWHG/#EXW#WKHUH#LV#
QR#LQIRUPDWLRQ#RQ#KRZ#PDQ\#KHFWDUHV#ZHUH#KDUYHVWHG1#7KLV#PDNHV#LW#
KDUG#WR#HYDOXDWH#WKH#H[WHQW#WR#ZKLFK#WKH#REMHFWLYH#KDV#EHHQ#DFKLHYHG1

5HFRPPHQGDWLRQV 431;: $#V\VWHP#VKRXOG#EH#SXW#LQ#SODFH#WR#HQVXUH#VXIILFLHQW#
LQIRUPDWLRQ#LV#LQFOXGHG#LQ#WKH#SURJUHVV#UHSRUWV#IURP#WKH#
GHSDUWPHQWV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 538



5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG &KDSWHU#43
431;; 7KH#%RDUG#RI#'LUHFWRUV#VKRXOG#FRQVLGHU#DQG#GRFXPHQW/#LQ#WKH#
JXLGHOLQHV/#UHPHGLDO#DFWLRQ#WR#EH#WDNHQ#LQ#WKRVH#FDVHV#ZKHUH#WKHUH#KDV#
EHHQ#SRRU#SURJUHVV#LQ#DFKLHYLQJ#JRDOV1

0RQLWRULQJ#3URFHGXUHV 431;< 5'&#PDQDJHPHQW#KDV#QR#IRUPDO#SURFHVV#LQ#SODFH#WR#HQVXUH#WKH#
DFFXUDF\#RI#WKH#LQIRUPDWLRQ#SURYLGHG#LQ#WKH#SURJUHVV#UHSRUWV1#6WDII#RI#
5'&#GLG#QRW#DFNQRZOHGJH#WKDW#WKLV#ZDV#SDUW#RI#WKHLU#UHVSRQVLELOLWLHV1

431<3 ,W#LV#RXU#RSLQLRQ#WKDW#PRQLWRULQJ#SURFHGXUHV#VKRXOG#EH#SHUIRUPHG#
E\#WKH#&RUSRUDWLRQ#WR#GHWHUPLQH#LI#WKH#LQIRUPDWLRQ#SURYLGHG#LV#DFFXUDWH1#
7KLV#ZRXOG#DVVLVW#LQ#KROGLQJ#SHRSOH#DFFRXQWDEOH#IRU#WKH#PRQH\#WKH\#ZHUH#
SURYLGHG1

431<4 :H#XQGHUVWDQG#WKDW#WKHVH#SURFHGXUHV#QHHG#QRW#EH#DV#WLJKW#ZLWK#D#
GHSDUWPHQW#DV#ZLWK#D#WUDQVDFWLRQ#ZLWK#WKH#SULYDWH#VHFWRU/#EXW#ZH#DUH#VWLOO#
RI#WKH#RSLQLRQ#WKDW#WKH#LPSOHPHQWLQJ#GHSDUWPHQWV#VKRXOG#EH#VXEMHFW#WR#
VRPH#VFUXWLQ\#E\#WKH#IXQG#SURYLGHUV1

431<5 7KLV#FRXOG#WDNH#WKH#IRUP#RI#D#SHULRGLF#UHYLHZ#WKURXJK#LQTXLU\#
DQG2RU#REVHUYDWLRQ#RI#KRZ#WKH#GHSDUWPHQW#REWDLQV#LWV#LQIRUPDWLRQ#RU#
SUHSDUHV#LWV#FDOFXODWLRQV1

431<6 'HILQLWLRQV#RI#NH\#DVVHUWLRQV#FRXOG#DOVR#EH#UHYLHZHG#IRU#
UHDVRQDEOHQHVV#+IRU#H[DPSOH/#WKH#GHILQLWLRQ#RI#D#´MRE#FUHDWHGµ,1#7KLV#
ZRXOG#KHOS#HQVXUH#UHDVRQDEOHQHVV#DQG#FRQVLVWHQF\#LQ#UHSRUWLQJ#E\#
GHSDUWPHQWV1

431<7 7KH#4<<:0<;#(')#DQQXDO#UHSRUW#UHSRUWV#VRPH#RI#WKH#DFWLYLWLHV#RI#
)LOP#1%#DV#IROORZV=

)LOP#1%#KDV#KHOSHG#WR#FUHDWH#PRUH#WKDQ#783#SHUVRQ#\HDUV#RI#
ZRUN1

431<8 7KH#QHZ#DGPLQLVWUDWLRQ#RI#)LOP#1%#GLVDJUHHG#ZLWK#WKLV#
VWDWHPHQW#ZKHQ#FRQWDFWHG#IRU#IXUWKHU#GHWDLOV1#$FFRUGLQJ#WR#WKHLU#
FDOFXODWLRQV/#4<<:0<;#SURGXFWLRQ#FRVWV#JHQHUDWHG#DURXQG#4:3#SHUVRQ#
\HDUV#RI#ZRUN#RI#ZKLFK#DERXW#RQO\#KDOI/#;8#SHUVRQ#\HDUV/#ZDV#SURYLGHG#
WR#1HZ#%UXQVZLFNHUV1

431<9 1RW#RQO\#LV#WKH#´783#SHUVRQ#\HDUV#RI#ZRUNµ#VWDWHPHQW#LQFOXGHG#LQ#
WKH#(')#DQQXDO#UHSRUW/#EXW#WKH#VDPH#LQIRUPDWLRQ#ZDV#DOVR#SURYLGHG#DV#D#
SURJUHVV#UHSRUW#WR#WKH#%RDUG#RI#'LUHFWRUV#DV#SDUW#RI#WKH#IROORZLQJ#\HDU·V#
VXEPLVVLRQ1

431<: :H#DUH#DZDUH#WKDW#WKRVH#ILJXUHV#WDNH#LQWR#DFFRXQW#D#´PXOWLSOLHU#
HIIHFWµ#ZKLFK#SURYLGHV#WKH#´WRWDO#VSLQ0RII#HIIHFWµ#IRU#WKH#3URYLQFH1#
1HYHUWKHOHVV/#ZH#VWURQJO\#EHOLHYH#WKDW#WKLV#NLQG#RI#LQIRUPDWLRQ#LV#
PLVOHDGLQJ1#'LUHFW#IXOO#WLPH#MREV#IRU#1HZ#%UXQVZLFNHUV#VKRXOG#EH#RQH#RI#
WKH#VWDQGDUG#GHQRPLQDWRUV#IRU#UHSRUWLQJ#DQG#SHUIRUPDQFH#PHDVXUHPHQW1#
539 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#43 5HJLRQDO#'HYHORSPHQW#&RUSRUDWLRQ#0#(FRQRPLF#'HYHORSPHQW#)XQG
:RUGLQJV#OLNH#´KHOSHG#WR#FUHDWHµ#DUH#FRQIXVLQJ#DV#WR#WKHLU#UHDO#PHDQLQJ#
DQG#VKRXOG#EH#DYRLGHG#ZKHQ#UHSRUWLQJ#RQ#SHUIRUPDQFH1

5HFRPPHQGDWLRQV 431<; 0RQLWRULQJ#SURFHGXUHV#VKRXOG#EH#SXW#LQ#SODFH#E\#5'&#WR#
HQVXUH#WKH#UHDVRQDEOHQHVV#DQG#FRQVLVWHQF\#RI#WKH#LQIRUPDWLRQ#
SURYLGHG#WR#WKHP#E\#WKH#LPSOHPHQWLQJ#GHSDUWPHQWV1

431<< 5'&#VKRXOG#SXW#LQ#SODFH#VXIILFLHQW#GHWHFWLRQ#SURFHGXUHV#DV#
SDUW#RI#WKH#PRQLWRULQJ#SURFHVV#WR#HQVXUH#WKH\#DUH#DZDUH#RI#
QRQ0FRPSOLDQFH#ZLWK#WKH#FRQGLWLRQV#RI#WKH#LQLWLDWLYHV1

&RQFOXVLRQ 431433 ,Q#RXU#RSLQLRQ/#WKH#(FRQRPLF#'HYHORSPHQW#)XQG#UHSUHVHQWV#D#
JRRG#WRRO#IRU#UHVSRQGLQJ#ZLWK#D#SURYLQFLDO#SHUVSHFWLYH#WR#VWUDWHJLF#
HFRQRPLF#IXQGLQJ#UHTXHVWV#IURP#SURYLQFLDO#GHSDUWPHQWV#DQG#DJHQFLHV/#
EXW#LPSURYHPHQWV#VKRXOG#EH#PDGH1

431434 #7KH#JXLGHOLQHV#IRU#DSSURYLQJ#LQLWLDWLYHV#DUH#DSSURSULDWH#DQG#
XVHIXO#DQG#FRQWULEXWH#WR#UHDFKLQJ#WKH#RYHUDOO#REMHFWLYHV#RI#WKH#)XQG1#
+RZHYHU/#WKH\#DUH#QRW#IXOO\#XVHG#WR#HYDOXDWH#WKH#SURSRVDOV1#8VH#RI#WKH#
JXLGHOLQHV#ZRXOG#HQVXUH#WKDW#D#EXVLQHVV#FDVH#DSSURDFK#LV#IROORZHG1

431435 6LJQLILFDQW#LPSURYHPHQWV#LQ#WKH#LQIRUPDWLRQ#IRU#GHFLVLRQ0PDNHUV#
ZRXOG#WDNH#SODFH#LI#WKH#UHYLHZ#FULWHULD#ZHUH#DSSOLHG#WKRURXJKO\#IRU#WKH#
HYDOXDWLRQ#SURFHVV#DQG#IROORZHG#XS#LQ#WKH#PRQLWRULQJ#SURFHVV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 53:



#&KDSWHU#44
)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#

:RUN

&RQWHQWV

%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #544

6FRSH1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #544

5HVXOWV#LQ#%ULHI# 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 545

'HSDUWPHQW#RI#$GYDQFHG#(GXFDWLRQ#DQG#/DERXU #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 546

'HSDUWPHQW#RI#(GXFDWLRQ#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1# 548

'HSDUWPHQW#RI#)LQDQFH #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #549

'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #555

'HSDUWPHQW#RI#-XVWLFH #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #558

'HSDUWPHQW#RI#1DWXUDO#5HVRXUFHV#DQG#(QHUJ\ 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #563

'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #566

'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #568



&KDSWHUýìì )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN

#)ROORZ0XS#RQ#3ULRU#<HDUV·#
$XGLW#:RUN
%DFNJURXQG# 4414 2QH#RI#WKH#SHUIRUPDQFH#LQGLFDWRUV#IRU#RXU#2IILFH#LV#WR#PHDVXUH#
WKH#H[WHQW#WR#ZKLFK#UHFRPPHQGDWLRQV#ZKLFK#DSSHDU#LQ#RXU#DQQXDO#5HSRUW#
DUH#DFFHSWHG#DQG#LPSOHPHQWHG1#:H#EHOLHYH#WKDW#HDFK#RI#RXU#
UHFRPPHQGDWLRQV/#LI#LPSOHPHQWHG/#ZRXOG#HLWKHU#KDYH#D#SRVLWLYH#LPSDFW#
RQ#WKH#FRVW#RU#GHOLYHU\#RI#D#JRYHUQPHQW#VHUYLFH#RU#ZRXOG#LPSURYH#WKH#
DFFRXQWDELOLW\#RI#JRYHUQPHQW#WR#1HZ#%UXQVZLFN#WD[SD\HUV1#:KHUH#D#
UHFRPPHQGDWLRQ#LV#QRW#LPSOHPHQWHG#ZH#IHHO#LW#LV#LPSRUWDQW#WR#
XQGHUVWDQG#WKH#UHDVRQ#ZK\1#,W#PD\#EH#QHFHVVDU\#IRU#XV#WR#UDLVH#DQ#LVVXH#
DJDLQ/#LI#ZH#EHOLHYH#WKH#DFWLRQ#RU#WKH#UHVSRQVH#RQ#D#UHFRPPHQGDWLRQ#LV#
QRW#VDWLVIDFWRU\1

4415 2XU#SROLF\#LV#WR#WUDFN#WKH#GLVSRVLWLRQ#RI#RXU#UHFRPPHQGDWLRQV#
IRU#D#SHULRG#RI#IRXU#\HDUV1

6FRSH 4416 ,Q#$XJXVW#4<<;#ZH#FRQWDFWHG#JRYHUQPHQW#GHSDUWPHQWV#DQG#
&URZQ#DJHQFLHV#WR#REWDLQ#WKHLU#DVVHVVPHQW#RI#WKH#FXUUHQW#VWDWXV#RI#DOO#
UHFRPPHQGDWLRQV#PDGH#LQ#RXU#4<<6#WR#4<<:#DQQXDO#5HSRUWV1#7KH#
UHVSRQVHV#LQGLFDWHG#D#KLJK#OHYHO#RI#DFFHSWDQFH#RI#RXU#UHFRPPHQGDWLRQV#
+;<(,/#EXW#D#PXFK#ORZHU#OHYHO#RI#LPSOHPHQWDWLRQ#+84(,1#$#QXPEHU#RI#
UHFRPPHQGDWLRQV#ZHUH#DVVHVVHG#DV#SDUWLDOO\#LPSOHPHQWHG#+7(,#RU#ZHUH#
LQ#WKH#SURFHVV#RI#EHLQJ#LPSOHPHQWHG#+5;(,1

4417 'XULQJ#4<<<#ZH#SHUIRUPHG#D#IROORZ0XS#UHYLHZ#WR#GHWHUPLQH#WKH#
FXUUHQW#VWDWXV#RI#UHFRPPHQGDWLRQV#DULVLQJ#RXW#RI#RXU#EURDG#VFRSH#DXGLWV#
ILUVW#UHSRUWHG#LQ#RXU#4<<8#WKURXJK#4<<:#5HSRUWV1#7KLV#IROORZ0XS#UHYLHZ#
FRQVLVWHG#RI#H[DPLQLQJ#WKH#UHVSRQVH#ZH#UHFHLYHG#DW#WKH#WLPH#RI#WKH#DXGLW#
DQG#WKH#DVVHVVPHQWV#UHFHLYHG#LQ#4<<;#DV#ZHOO#DV#WDONLQJ#WR#DSSURSULDWH#
RIILFLDOV#LQ#HDFK#GHSDUWPHQW1#:H#DOVR#DVNHG#GHSDUWPHQWV#DQG#DJHQFLHV#WR#
SURYLGH#XV#ZLWK#WKHLU#DVVHVVPHQW#RI#WKH#FXUUHQW#VWDWXV#RI#
UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<;#5HSRUW1#6LQFH#WKHUH#KDV#EHHQ#
RQO\#HLJKW#PRQWKV#EHWZHHQ#WKH#WLPH#RXU#4<<;#5HSRUW#ZDV#SXEOLVKHG#DQG#
ZKHQ#ZH#GLG#RXU#IROORZ0XS#ZRUN#ZH#WKRXJKW#LW#ZRXOG#EH#SUHPDWXUH#WR#
FRPPHQW#RQ#SURJUHVV#WR#GDWH1#:H#ZLOO#UHYLHZ#WKHVH#VHOI0DVVHVVPHQWV#
GXULQJ#53331

4418 7KLV#FKDSWHU#LQFOXGHV#RQO\#WKH#RULJLQDO#UHFRPPHQGDWLRQV#PDGH#
E\#RXU#2IILFH/#WKH#GHSDUWPHQWDO#UHVSRQVHV#DQG#RXU#FXUUHQW#DVVHVVPHQWV1#
,Q#RUGHU#WR#IXOO\#XQGHUVWDQG#WKH#LVVXHV#WKDW#JDYH#ULVH#WR#RXU#RULJLQDO#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 544



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
UHFRPPHQGDWLRQV/#LW#PD\#EH#QHFHVVDU\#IRU#WKH#UHDGHU#WR#UHIHU#EDFN#WR#WKH#
$XGLWRU#*HQHUDO·V#5HSRUW#ZKHUH#ZH#ILUVW#GLVFXVVHG#WKH#DXGLW#DQG#RXU#
ILQGLQJV1

5HVXOWV#LQ#%ULHI 4419 7KH#'HSDUWPHQW#RI#$GYDQFHG#(GXFDWLRQ#DQG#/DERXU#+QRZ#
WKH#'HSDUWPHQW#RI#(GXFDWLRQ,#KDV#VXEVWDQWLDOO\#LPSOHPHQWHG#WKH#
UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<8#5HSRUW/#UHODWLQJ#WR#
FRPPXQLW\#FROOHJH#RSHUDWLRQV#DQG#SULYDWH#WUDLQLQJ#RUJDQL]DWLRQV1

441: 7KH#'HSDUWPHQW#RI#(GXFDWLRQ#KDV#LPSOHPHQWHG#WKH#
UHFRPPHQGDWLRQ#LQFOXGHG#LQ#RXU#4<<9#5HSRUW/#UHODWLQJ#WR#VFKRRO#
GLVWULFW#ILQDQFLDO#UHSRUWLQJ1

441; 7KH#'HSDUWPHQW#RI#)LQDQFH#KDV#LPSOHPHQWHG#WKH#
UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<9#5HSRUW/#UHODWLQJ#WR#FDVK#
PDQDJHPHQW1

441< 7KH#'HSDUWPHQW#RI#)LQDQFH#KDV#VXEVWDQWLDOO\#LPSOHPHQWHG#
WKH#UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<:#5HSRUW/#UHODWLQJ#WR#WKH#
UHYHQXH#PDQDJHPHQW#V\VWHP#FRQWUDFW#DQG#LWV#WHUPLQDWLRQ1

44143 7KH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#LV#
PDNLQJ#VRPH#SURJUHVV#LQ#LPSOHPHQWLQJ#WKH#UHFRPPHQGDWLRQV#
LQFOXGHG#LQ#RXU#4<<:#5HSRUW/#UHODWLQJ#WR#DLU#DPEXODQFH#VHUYLFH1

44144 7KH#'HSDUWPHQW#RI#+HDOWK#DQG#&RPPXQLW\#6HUYLFHV#KDV#
VXEVWDQWLDOO\#LPSOHPHQWHG#WKH#UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#
4<<:#5HSRUW/#UHODWLQJ#WR#WKH#LQVSHFWLRQ#IXQFWLRQ#RI#WKH#$PEXODQFH#
6HUYLFHV#%UDQFK1

44145 7KH#'HSDUWPHQW#RI#-XVWLFH#LV#WDNLQJ#VWHSV#WR#LPSOHPHQW#WKH#
UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<8#5HSRUW/#UHODWLQJ#WR#WKH#&RXUW#
6HUYLFHV#'LYLVLRQ1

44146 7KH#'HSDUWPHQW#RI#1DWXUDO#5HVRXUFHV#DQG#(QHUJ\#LV#WDNLQJ#
VWHSV#WR#LPSOHPHQW#WKH#UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<:#
5HSRUW/#UHODWLQJ#WR#UHYHQXHV#UHFHLYHG#XQGHU#WKH#0HWDOOLF#0LQHUDOV#
7D[#$FW#DQG#UR\DOWLHV#SHUWDLQLQJ#WR#SRWDVK#PLQLQJ1#+RZHYHU/#
SURJUHVV#KDV#EHHQ#VORZHU#WKDQ#DQWLFLSDWHG1

44147 7KH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#KDV#IXOO\#
LPSOHPHQWHG#RQO\#RQH#RI#WKH#UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<:#
5HSRUW/#UHODWLQJ#WR#WKH#SULYDWL]DWLRQ#RI#WKH#3URYLQFH·V#GDWD#
SURFHVVLQJ#IDFLOLW\1

44148 7KH#'HSDUWPHQW#RI#7UDQVSRUWDWLRQ#KDV#LPSOHPHQWHG#WKH#
UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<9#5HSRUW/#UHODWLQJ#WR#WKH#
9HKLFOH#0DQDJHPHQW#$JHQF\1
545 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
'HSDUWPHQW#RI#
$GYDQFHG#(GXFDWLRQ#
DQG#/DERXU
+1RZ#WKH#'HSDUWPHQW#
RI#(GXFDWLRQ,

44149 ,Q#RXU#4<<8#5HSRUW/#ZH#PDGH#IRXU#UHFRPPHQGDWLRQV#DV#D#UHVXOW#
RI#DQ#DXGLW#RI#WUDLQLQJ#SURJUDPV#RIIHUHG#DW#FRPPXQLW\#FROOHJH#FDPSXVHV/#
DQG#D#UHYLHZ#RI#WKH#'HSDUWPHQW·V#UROH#LQ#UHODWLRQ#WR#SULYDWH#WUDLQLQJ#
RUJDQL]DWLRQV#RSHUDWLQJ#LQ#1HZ#%UXQVZLFN1

4414: :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#HQVXUH#WKDW#WKH#PLVVLRQ/#
RSHUDWLQJ#SULQFLSOHV#DQG#YDOXHV#LGHQWLILHG#LQ#WKH#FRUSRUDWH#VWUDWHJLF#
SODQ#DUH#HIIHFWLYHO\#LQWHJUDWHG#LQWR#FDPSXV#SODQV1#

4414; ,Q#RXU#4<<9#5HSRUW/#ZH#UHSRUWHG#WKH#'HSDUWPHQW·V#RZQ#
DVVHVVPHQW#RI#LWV#SURJUHVV/#DV#IROORZV=

7KH#LQWHQW#LV#VWLOO#WR#HQVXUH#DOO#VHFWLRQV#RI#WKH#'HSDUWPHQW/#
LQFOXGLQJ#WKH#1%&&#DUH#LQ#OLQH#ZLWK#WKH#FRUSRUDWH#SODQQLQJ#
F\FOH1#7KH#1%&&06SHFLDO#2SHUDWLQJ#$JHQF\#IRUPHG#$SULO#4/#
4<<9#KDV#DFFHSWHG#WKH#SODQQLQJ#F\FOH#DQG#LQWHQGV#WR#DGRSW#LW1#
$OVR#D#EXVLQHVV#SODQ#IRU#WKH#1%&&0#62$#ZLOO#EH#XSGDWHG#RQ#
D#\HDUO\#EDVLV1#7KLV#EXVLQHVV#SODQ#ZLOO#DFW#DV#WKH#62$·V#
FRUSRUDWH#SODQ#DQG#EH#OLQNHG#WR#WKH#'HSDUWPHQW·V#FRUSRUDWH#
SODQ1#,Q#WXUQ/#HDFK#RI#WKH#WHQ#FROOHJHV#ZLOO#KDYH#LQGLYLGXDO#
EXVLQHVV#SODQV#OLQNHG#WR#WKH#62$#SODQ#DQG#WKH#'HSDUWPHQW#
SODQ1#

4414< :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#HQVXUH#DOO#FDPSXVHV#
VHW#UHDVRQDEOH#LPSOHPHQWDWLRQ#JRDOV#IRU#LQWHJUDWLQJ#GLVWDQFH#
HGXFDWLRQ#WHFKQRORJLHV#LQWR#WKHLU#SURJUDPV1

44153 ,Q#RXU#4<<9#5HSRUW/#ZH#UHSRUWHG#WKH#'HSDUWPHQW·V#RZQ#
DVVHVVPHQW#RI#LWV#SURJUHVV/#DV#IROORZV=

7KH#'HSDUWPHQW#FRQWLQXHV#WR#PRYH#WRZDUG#FR0RUGLQDWLRQ#RI#
GLVWDQFH#HGXFDWLRQ#DFWLYLWLHV1#$#SRVLWLRQ#LQ#WKH#7HOH(GXFDWLRQ0
1%#LV#GHGLFDWHG#WR#FR0RUGLQDWLRQ#DQG#HOLPLQDWLRQ#RI#
GXSOLFDWLRQ1#$V#WKH#9LUWXDO#&DPSXV#EHFRPHV#D#UHDOLW\/#VRPH#
RI#WKH#LVVXHV#VXUURXQGLQJ#FRRSHUDWLRQ#DQG#FR0RUGLQDWLRQ#ZLWK#
WKH#SULYDWH#VHFWRU#LQ#WKH#GHOLYHU\#RI#FRXUVHV#RQ0OLQH#ZLOO#EH#
DGGUHVVHG1#7HOH(GXFDWLRQ#ZLOO#EH#LQWHJUDWHG#ZLWK#WKH#9LUWXDO#
&DPSXV#ZLWK#VWURQJ#UHSUHVHQWDWLRQ#IURP#WKH#SULYDWH#VHFWRU#
DQG#FOHDUO\#GHILQHG#RXWFRPHV#ZLOO#EH#LGHQWLILHG1#

44154 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#LPSOHPHQW#
SURFHGXUHV#WR#HQVXUH#DOO#SULYDWH#WUDLQHUV#WKDW#UHTXLUH#UHJLVWUDWLRQ#
XQGHU#WKH#7UDGH#6FKRROV#$FW#DUH#FRPSO\LQJ#ZLWK#WKH#/HJLVODWLRQ>#DQG#
LPSOHPHQW#D#SURFHVV#ZKLFK#ZLOO#HQVXUH#D#KLJK#TXDOLW\#RI#SULYDWH#
WUDLQLQJ#LV#PDLQWDLQHG#LQ#1HZ#%UXQVZLFN1

44155 ,Q#RXU#4<<9#5HSRUW/#ZH#UHSRUWHG#WKH#'HSDUWPHQW·V#RZQ#
DVVHVVPHQW#RI#LWV#SURJUHVV/#DV#IROORZV=

$Q#DGGLWLRQDO#FRQVXOWDWLRQ#ZLWK#,QGXVWU\#RFFXUUHG#RQ#-XQH#58/#
4<<9#WR#GLVFXVV#DOWHUQDWLYH#VWUXFWXUHV#IRU#WKH#SURSRVHG#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 546



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
VWDWXWRU\#FRUSRUDWLRQ1#,W#LV#DQWLFLSDWHG#WKDW#DPHQGPHQWV#WR#WKH#
7UDGH#6FKRROV#$FW#ZLOO#EH#LQWURGXFHG#GXULQJ#WKH#QH[W#VLWWLQJ#
RI#WKH#/HJLVODWXUH/#ZLWK#LPSOHPHQWDWLRQ#H[SHFWHG#HDUO\#LQ#
4<<:1

:KHQ#UHVSRQGLQJ#WR#WKH#4<<8#5HSRUW#RI#WKH#$XGLWRU#*HQHUDO/#
WKH#'HSDUWPHQW#KDG#LQGLFDWHG#WKDW#LW#ZDV#QRW#DGPLQLVWUDWLYHO\#
QRU#HFRQRPLFDOO\#IHDVLEOH#WR#UHJLVWHU#DOO#3ULYDWH#7UDLQLQJ#
,QVWLWXWLRQV1#

&XUUHQWO\/#2SHUDWRUV#DUH#EHLQJ#PRQLWRUHG#DQG#LI#QHFHVVDU\#
FRQWDFWHG#DQG#DGYLVHG#WKDW#IDLOXUH#WR#FRPSO\#LV#D#YLRODWLRQ#RI#
WKH#OHJLVODWLRQ#DQG#PD\#UHVXOW#LQ#OHJDO#DFWLRQ#EHLQJ#WDNHQ1#7R#
GDWH/#WKLV#DFWLRQ#KDV#UHVXOWHG#LQ#PRUH#VFKRROV#EHLQJ#UHJLVWHUHG1#
$OWKRXJK#WKH#'HSDUWPHQW#KDV#KDG#UHDVRQDEOH#VXFFHVV#ZLWK#WKLV#
DSSURDFK/#LW#LV#DQWLFLSDWHG#WKDW#WKH#QHZ#OHJLVODWLRQ#ZLOO#IXUWKHU#
LPSURYH#FRPSOLDQFH#ZLWK#UHJLVWUDWLRQ#UHTXLUHPHQWV1#

7KH#'HSDUWPHQW#IHHOV#WKDW#TXDOLW\#LV#D#PDWWHU#RI#FRQWUDFWXDO#
REOLJDWLRQ#EHWZHHQ#WKH#VWXGHQW#DQG#WKH#WUDLQLQJ#SURYLGHU1#,W#LV#
FULWLFDO#WKDW#ERWK#SDUWLHV#XQGHUVWDQG#WKH#VLJQLILFDQFH#RI#WKHLU#
LQYROYHPHQW#DQG#FRQVHTXHQWO\#D#QHZ#6WXGHQW27UDLQLQJ#
2UJDQL]DWLRQ#&RQWUDFW#LV#EHLQJ#SURSRVHG1

7KLV#ZLOO#FRQWDLQ#PDQ\#VWDWHPHQWV#WKDW#ZLOO#FOHDUO\#GHILQH#
UHVSRQVLELOLWLHV/#GHOLYHUDEOHV#DQG#H[SHFWDWLRQV1#7KH#FRQVXPHU#
ZLOO#UHFHLYH#PRUH#SHUWLQHQW#LQIRUPDWLRQ#DQG#EH#LQ#D#EHWWHU#
SRVLWLRQ#WR#PDNH#DQ#LQIRUPHG#GHFLVLRQ#RQ#TXDOLW\#LVVXHV#SULRU#
WR#PDNLQJ#D#FRPPLWPHQW#WR#D#SDUWLFXODU#7UDLQLQJ#
2UJDQL]DWLRQ1#

44156 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#HQVXUH#WKDW#EHQFKPDUNV#
DQG#SHUIRUPDQFH#LQGLFDWRUV#DUH#HVWDEOLVKHG#IRU#DOO#NH\#DFWLYLWLHV#RI#
WKH#FROOHJH#V\VWHP1#7KH#UHVXOWV#VKRXOG#EH#UHSRUWHG#SXEOLFO\#DV#SDUW#RI#
WKH#'HSDUWPHQW·V#$QQXDO#5HSRUW1

44157 ,Q#RXU#4<<9#5HSRUW/#ZH#UHSRUWHG#WKH#'HSDUWPHQW·V#RZQ#
DVVHVVPHQW#RI#LWV#SURJUHVV/#DV#IROORZV=

7KH#'HSDUWPHQW#KDG#WZR#LQGLFDWRUV#DFFHSWHG#E\#WKH#%RDUG#RI#
0DQDJHPHQW#HDUOLHU#LQ#4<<91#%RWK#WKHVH#SHUIRUPDQFH#
LQGLFDWRUV#ZHUH#UHODWHG#WR#WKH#1%&&1#7KHVH#LQGLFDWRUV#ZHUH=

4,#3HUFHQWDJH#RI#LQGLYLGXDOV#ZKR#JUDGXDWH#IURP#1%&&1
####+7DUJHW=#::(#E\#4<<<,>

5,#3HUFHQWDJH#RI#JUDGXDWHV#ZKR#ILQG#HPSOR\PHQW1#+7DUJHW
###;3(#E\#4<<<,1#$GGLWLRQDO#LQGLFDWRUV#KDYH#EHHQ#GHYHORSHG
###DQG#ZLOO#EH#VXEPLWWHG#WR#WKH#%RDUG#RI#0DQDJHPHQW#LQ
###PLG01RYHPEHU1
547 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
44158 %DVHG#RQ#RXU#4<<<#UHYLHZ/#ZH#DUH#VDWLVILHG#WKDW#WKH#'HSDUWPHQW#
KDV#VXEVWDQWLDOO\#LPSOHPHQWHG#RXU#UHFRPPHQGDWLRQV1#+RZHYHU/#WKH#
'HSDUWPHQW·V#UROH#LQ#UHODWLRQ#WR#SULYDWH#WUDLQLQJ#LV#VWLOO#UHDFWLYH#UDWKHU#
WKDQ#SURDFWLYH1#)RU#WKH#PRVW#SDUW/#WKH#'HSDUWPHQW#UHDFWV#WR#VWXGHQW#DQG#
RSHUDWRU#FRPSODLQWV/#UDWKHU#WKDQ#WU\LQJ#WR#PLWLJDWH#SRWHQWLDO#FRPSODLQWV#
DQG#SUREOHPV1#7KH#'HSDUWPHQW#FRQWLQXHV#WR#EHOLHYH#WKDW#WKH#TXDOLW\#RI#
WUDLQLQJ#LV#D#FRQWUDFWXDO#UHVSRQVLELOLW\#EHWZHHQ#WKH#WUDLQLQJ#SURYLGHU#DQG#
WKH#VWXGHQW/#ZLWKLQ#WKH#UHJXODWRU\#HQYLURQPHQW#HVWDEOLVKHG#E\#WKH#
'HSDUWPHQW1

44159 7KHVH#UHFRPPHQGDWLRQV#ZHUH#ILUVW#LQFOXGHG#LQ#RXU#4<<8#5HSRUW1#
6LQFH#IRXU#\HDUV#KDYH#SDVVHG/#LQ#DFFRUGDQFH#ZLWK#RXU#SROLF\#ZH#ZLOO#QR#
ORQJHU#EH#WUDFNLQJ#WKHLU#VWDWXV1

'HSDUWPHQW#RI#
(GXFDWLRQ

4415: ,Q#RXU#4<<9#5HSRUW/#ZH#UHFRPPHQGHG#WKH#'HSDUWPHQW#
SURYLGH#EXGJHW#WR#DFWXDO#FRPSDULVRQV#RI#WKH#UHVXOWV#RI#WKH#HLJKW#
DGPLQLVWUDWLYH#XQLWV#FRQVWLWXWHG#XQGHU#WKH#QHZ#DGPLQLVWUDWLYH#
VWUXFWXUH#DQG#LQFOXGH#WKH#UHVXOWV#LQ#WKH#DQQXDO#UHSRUW1

4415; 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#'HSDUWPHQW#LV#RI#WKH#RSLQLRQ#WKDW#\RXU#UHSRUW#RXWOLQHV/#LQ#
D#IDLU#PDQQHU/#WKH#GLIILFXOWLHV#ZKLFK#ZHUH#HQFRXQWHUHG#ZKLOH#
DWWHPSWLQJ#WR#SURYLGH#WR#\RX#D#FOHDU#DQG#GHWDLOHG#DQDO\VLV#RI#
ZKHUH#VDYLQJV#ZHUH#DFWXDOO\#UHDOL]HG1#7KLV#LQFOXGHV#WKH#
LQFRQVLVWHQFLHV#LQ#WKH#UHSRUWLQJ#RI#DGPLQLVWUDWLYH#FRVWV#DQG#
DOVR#WKH#JOREDO#IXQGLQJ#RI#VFKRRO#GLVWULFW#RSHUDWLRQV#ZKLFK#
DOORZHG#IRU#WKH#UHDOORFDWLRQ#RI#IXQGV#IRU#DGPLQLVWUDWLRQ#SULRU#
WR#WKH#DEROLWLRQ#RI#ORFDO#VFKRRO#ERDUGV#LQ#)HEUXDU\#4<<91

:LWK#WKH#QHZ#HGXFDWLRQ#VWUXFWXUH/#GLVWULFW#DFWXDO#VSHQGLQJ#
SDWWHUQV#YHUVXV#DPRXQWV#EXGJHWHG#ZLOO#EH#PRQLWRUHG#LQ#WKH#
VDPH#ZD\#DV#LQ#RWKHU#SDUWV#RI#JRYHUQPHQW1#7KH#GLVWULFWV#ZLOO#
EH#H[SHFWHG#WR#OLYH#ZLWKLQ#DGPLQLVWUDWLYH#EXGJHWV#DQG#ZLOO#QRW#
KDYH#WKH#VDPH#IUHHGRP#WR#WDNH#UHVRXUFHV#DZD\#IURP#WKH#
FODVVURRP1#7KH#4<<8#5HSRUW#RI#WKH#$XGLWRU#*HQHUDO/#DQG#WKH#
H[HUFLVH#RI#SUHSDULQJ#WKH#DQDO\VLV#IRU#WKH#IRXU#GLVWULFWV#KDV#
KLJKOLJKWHG#WKH#QHHG#IRU#WKLV#W\SH#RI#DFFRXQWDELOLW\#VR#WKDW#
VSHQGLQJ#SDWWHUQV#WKDW#UHVXOW#IURP#FKDQJHV#FDQ#EH#PRQLWRUHG#
DQG#UHSRUWHG1

4415< :H#UHYLHZHG#WKH#'HSDUWPHQW·V#4<<:0<;#DQQXDO#UHSRUW/#DQG#
FRQILUPHG#WKH#LQFOXVLRQ#RI#EXGJHW#WR#DFWXDO#FRPSDULVRQV#IRU#WKH#HLJKW#
DGPLQLVWUDWLYH#XQLWV1#7KLV#UHFRPPHQGDWLRQ#KDV#EHHQ#LPSOHPHQWHG1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 548



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
'HSDUWPHQW#RI#)LQDQFH

&DVK#PDQDJHPHQW

44163 ,Q#RXU#4<<9#5HSRUW/#ZH#PDGH#WZHOYH#UHFRPPHQGDWLRQV#DV#D#
UHVXOW#RI#DQ#DXGLW#RI#WKH#FDVK#PDQDJHPHQW#IXQFWLRQ#RI#WKH#'HSDUWPHQW·V#
7UHDVXU\#DQG#'HEW#0DQDJHPHQW#GLYLVLRQ1

44164 ,Q#4<<;/#ZH#DVNHG#WKH#'HSDUWPHQW#WR#DVVHVV#WKH#FXUUHQW#VWDWXV#RI#
HDFK#UHFRPPHQGDWLRQ1#7KH#PRVW#UHFHQW#GHSDUWPHQWDO#UHVSRQVH#IROORZV#
HDFK#UHFRPPHQGDWLRQ1

44165 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#UHFRUG#WKH#FDVK#PDQDJHUV·#
SUDFWLFHV#DQG#SURFHGXUHV1#7KHUH#VKRXOG#EH#FOHDU#GRFXPHQWDWLRQ#RI#
WKH#UHSRUWLQJ#UHODWLRQVKLSV#ZKLFK#H[LVW#EHWZHHQ#WKH#FHQWUDO#FDVK#
PDQDJHUV#DQG#RWKHU#SDUWV#RI#JRYHUQPHQW1#&OHDU#GRFXPHQWDWLRQ#RI#
WKH#VRXUFHV#RI#DOO#LQIRUPDWLRQ#XVHG#LQ#PDNLQJ#WKH#GHFLVLRQV#WR#HLWKHU#
LQYHVW#RU#REWDLQ#ILQDQFLQJ#LQ#WKH#VKRUW#WHUP#VKRXOG#DOVR#EH#LQFOXGHG1

44166 7KH#'HSDUWPHQW#UHVSRQGHG=

7KH#FDVK#PDQDJHUV·#SUDFWLFHV#DQG#SURFHGXUHV#DUH#
GRFXPHQWHG#LQ#YDULRXV#IRUPV1#&RQWDFWV#DQG#VRXUFHV#RI#
LQIRUPDWLRQ#DUH#QRZ#GRFXPHQWHG1#)LOHV#KDYH#EHHQ#FUHDWHG#RQ#
WKH#FRPSRQHQWV#WKDW#PDNH#XS#FDVK#LQIORZV#DQG#RXWIORZV1#$V#
ZHOO/#MRE#GHVFULSWLRQV#DQG#SHUIRUPDQFH#DSSUDLVDO#PHFKDQLVPV#
KDYH#EHHQ#HVWDEOLVKHG#ZKLFK#ZLOO#UHVXOW#LQ#LPSURYHG#
GRFXPHQWDWLRQ#RI#WKH#FDVK#PDQDJHUV·#SURFHGXUHV#DQG#
SUDFWLFHV#DQG#WKH#UHODWLRQVKLS#WKDW#H[LVWV#ZLWK#RWKHU#SDUWV#RI#
WKH#JRYHUQPHQW1

7KH#SULPH#IXQFWLRQ#RI#WKH#FDVK#PDQDJHU#LV#WR#PHHW#WKH#GD\#WR#
GD\#IXQGLQJ#UHTXLUHPHQWV#RI#WKH#3URYLQFH1#7KH#HOHPHQWV#
PDNLQJ#XS#WKH#IXQGLQJ#UHTXLUHPHQWV#DUH#IRUHFDVWHG#RQ#D#PDFUR#
OHYHO#DQG#DGMXVWHG#GDLO\#DW#WKH#PLFUR#OHYHO1#7KH#GDLO\#FDVK#
UHTXLUHPHQWV/#H[SHFWHG#FDVK#UHTXLUHPHQWV/#PDUNHW#
UHFHSWLYHQHVV/#LQWHUHVW#UDWH#OHYHOV/#HWF1#DOO#LPSDFW#RQ#WKH#ILQDO#
GHFLVLRQ0PDNLQJ#SURFHVV1#6RXUFHV#RI#LQIRUPDWLRQ#DUH#
GRFXPHQWHG#ZLWKLQ#WKH#FDVK#PDQDJHPHQW#IXQFWLRQ1#5HJXODU#
ZHHNO\#PHHWLQJV#DUH#KHOG#WR#GLVFXVV#LVVXHV#IDFLQJ#WKH#'LYLVLRQ/#
LQFOXGLQJ#FDVK#SRVLWLRQ/#ILQDQFLQJ#QHHGV#DQG#VKRUW#WHUP#
LQYHVWLQJ1#5HSRUWV#DUH#LVVXHG#ZHHNO\#DQG#GDLO\#WR#WKH#([HFXWLYH#
'LUHFWRU1#

44167 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#IRUPDOO\#GHILQH#WKH#UROH#
DQG#UHVSRQVLELOLWLHV#RI#WKH#0RQH\#0DUNHW#$QDO\VW1

44168 7KH#'HSDUWPHQW#UHVSRQGHG=

7KH#'HSDUWPHQW#KDV#IRUPDOO\#GHILQHG#WKH#UROH#DQG#
UHVSRQVLELOLWLHV#RI#WKH#0RQH\#0DUNHW#$QDO\VW1
549 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
44169 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#PRUH#FOHDUO\#FRPPXQLFDWH#
WR#DOO#GHSDUWPHQWV#DQG#&URZQ#DJHQFLHV#WKH#UROH#DQG#UHVSRQVLELOLWLHV#
RI#WKH#3URYLQFH·V#FHQWUDO#FDVK#PDQDJHUV1

4416: :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#HYDOXDWH#WKH#QHHG#IRU#
DGGLWLRQDO#LQVWUXFWLRQ#DQG#GLUHFWLRQ#WR#GHSDUWPHQWV#DQG#&URZQ#
DJHQFLHV#UHJDUGLQJ#VSHFLDO#UHSRUWLQJ#DQG#UHIHUUDO#RI#FDVK#IORZV#WR#WKH#
FHQWUDO#FDVK#PDQDJHUV1#$Q\#PHDVXUHV#LPSOHPHQWHG#VKRXOG#
VSHFLILFDOO\#DGGUHVV#RIILFHV#DQG#GLVWULFWV#LQ#RXWO\LQJ#DUHDV#RI#WKH#
3URYLQFH1

4416; 7KH#'HSDUWPHQW#UHVSRQGHG=

&XUUHQWO\#FHQWUDO#FDVK#PDQDJHUV#PDLQWDLQ#FRQWDFW#ZLWK#
GHSDUWPHQW#DQG#DJHQF\#UHSUHVHQWDWLYHV#UHVSRQVLEOH#IRU#
SURJUDP#GHOLYHU\#LQ#RUGHU#WKDW#D#FRQVROLGDWHG#FDVK#IORZ#
IRUHFDVW#FDQ#EH#PDGH1#&RQWDFW#LV#PDLQWDLQHG#WKURXJKRXW#WKH#
\HDU#WR#WUDFN#YDULDQFHV#IURP#LQLWLDO#H[SHFWDWLRQV1#7KH#ODUJHU#
UHYHQXH2H[SHQGLWXUH#DUHDV#DUH#REYLRXVO\#RI#PRVW#LPPHGLDWH#
LQWHUHVW#WR#FHQWUDO#FDVK#PDQDJHUV#DQG#KHUH#FRQWDFW#LV#IUHTXHQW1#
7KH#'HSXW\#0LQLVWHU#RI#)LQDQFH#KDV#VHQW#RXW#D#PHPR#WR#DOO#
GHSDUWPHQWV#LQ#WKLV#UHJDUG1#

4416< :H#UHFRPPHQGHG#WKH#GLYLVLRQ#FRQVLGHU#WKH#LVVXHV#RI#
DFFRXQWDELOLW\#DQG#LQWHUQDO#FRQWURO#ZKHQ#XQGHUWDNLQJ#LWV#UHYLHZ#RI#
WKH#DFFRXQWLQJ#V\VWHPV#UHODWHG#WR#WKH#FDVK#PDQDJHPHQW#IXQFWLRQ1

44173 7KH#'HSDUWPHQW#UHVSRQGHG=

$V#LQGLFDWHG#LQ#WKH#$XGLWRU#*HQHUDO·V#FRPPHQWDU\#UHVSHFWLQJ#
WKLV#UHFRPPHQGDWLRQ/#FDVK#SRVLWLRQ#DQG#WUDQVDFWLRQ#UHFRUGV#
DUH#VXEPLWWHG#DQG#UHYLHZHG#E\#WKH#([HFXWLYH#'LUHFWRU1#$V#
HYLGHQFH#RI#WKLV#H[DPLQDWLRQ#D#ILOH#LV#PDLQWDLQHG#E\#WKH#
([HFXWLYH#'LUHFWRU1#7LFNHWV#KDYH#EHHQ#GHYHORSHG#WR#GRFXPHQW#
DQG#HQDFW#DOO#WUDQVDFWLRQV1#7KH\#PXVW#EH#VLJQHG#DQG#
DXWKRUL]HG1#$#EDFN#RIILFH#IXQFWLRQ#KDV#EHHQ#HVWDEOLVKHG#IRU#
7UHDVXU\#DQG#SURSHU#VSHFLDOL]HG#7UHDVXU\#0DQDJHPHQW#
V\VWHPV#DUH#FXUUHQWO\#EHLQJ#H[DPLQHG1

44174 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#IRUPDOO\#DQG#REMHFWLYHO\#
UHYLHZ#WKH#FDVK#PDQDJHPHQW#IXQFWLRQ/#LWV#LQIRUPDWLRQ#UHTXLUHPHQWV#
DQG#LWV#UHODWHG#UHSRUWLQJ#V\VWHPV1

44175 7KH#'HSDUWPHQW#UHVSRQGHG=

&RLQFLGHQW#ZLWK#WKH#UHRUJDQL]DWLRQ#RI#WKH#'LYLVLRQ/#D#UHYLHZ#
RI#IXQFWLRQV/#LQIRUPDWLRQ#DQG#UHSRUWLQJ#V\VWHPV#KDV#EHHQ#
XQGHUWDNHQ#WR#HQVXUH#FRQWLQXHG#HIILFLHQF\#DQG#HIIHFWLYHQHVV#LQ#
FDVK#PDQDJHPHQW#RSHUDWLRQV#DQG#FKDQJHV#KDYH#RFFXUUHG1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 54:



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
44176 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#HQVXUH#DGHTXDWH#
SHUIRUPDQFH#VWDQGDUGV#DUH#HVWDEOLVKHG#DQG#LPSOHPHQWHG#IRU#WKH#
HYDOXDWLRQ#RI#WKH#FHQWUDO#FDVK#PDQDJHUV1#7KHVH#SHUIRUPDQFH#
VWDQGDUGV#VKRXOG#VXSSRUW#WKH#DFKLHYHPHQW#RI#WKH#'HSDUWPHQW·V#
REMHFWLYHV1#

44177 7KH#'HSDUWPHQW#UHVSRQGHG=

3HUIRUPDQFH#VWDQGDUGV#DQG#EHQFKPDUNV#DUH#FXUUHQWO\#EHLQJ#
GHYHORSHG#DQG#XSGDWHG1#7KLV#LQLWLDWLYH#LV#FRQVLVWHQW#ZLWK#WKH#
RYHUDOO#REMHFWLYH#RI#HQKDQFHG#SHUIRUPDQFH#LQ#WKH#SXEOLF#
VHUYLFH1

44178 :H#UHFRPPHQGHG#WKH#3URYLQFH·V#QHJRWLDWHG#EDQNLQJ#
DUUDQJHPHQWV#ZLWK#ILQDQFLDO#LQVWLWXWLRQV#EH#VXSSRUWHG#E\#ZULWWHQ#
SURSRVDOV#WRJHWKHU#ZLWK#FOHDUO\#GRFXPHQWHG#DQDO\VHV#LQ#VXSSRUW#RI#
WKH#ILQDO#GHFLVLRQ1#7KH#VLJQHG#DJUHHPHQWV#VKRXOG#EH#NHSW#RQ#ILOH#LQ#
WKH#'HSDUWPHQW1

44179 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRQVLGHU#DQ#DOWHUQDWLYH#WR#
WKH#FXUUHQW#SURFXUHPHQW#RI#EDQNLQJ#DUUDQJHPHQWV/#VXFK#DV#
WHQGHULQJ#IRU#EDQNLQJ#VHUYLFHV1#$OO#GHFLVLRQV#UHJDUGLQJ#EDQNLQJ#
DUUDQJHPHQWV#VKRXOG#EH#EDVHG#RQ#D#IRUPDO#DQG#WKRURXJK#FRVW0EHQHILW#
DQDO\VLV1

4417: 7KH#'HSDUWPHQW#UHVSRQGHG=

)RUPDO#FRQWUDFWV#VLJQHG#E\#31%#DQG#EDQNV#KDYH#EHHQ#SXW#LQ#
SODFH#IRU#EDQNLQJ#DUUDQJHPHQWV1

$OO#DUUDQJHPHQWV#IRU#EDQNLQJ#VHUYLFHV#KDYH#EHHQ#PDGH#ZLWKLQ#
WKH#WHUPV#RI#WKH#3XEOLF#3XUFKDVLQJ#$FW1#7KH#GHSDUWPHQW#
VDWLVILHV#LWV#EDQNLQJ#UHTXLUHPHQWV#E\#XVLQJ#FRPSHWLWLYH#
PHWKRGV#WR#DFTXLUH#VSHFLILF#VHUYLFHV1#7KLV#DSSURDFK#
UHFRJQL]HV#WKDW#IDFWRUV#VXFK#DV#EUDQFK#ORFDWLRQV/#FUHGLW#
FRQVLGHUDWLRQV/#FRVW#FRQVWUDLQWV/#WKH#TXDOLW\#RI#H[HFXWLRQ#RQ#
WUDQVDFWLRQV/#HWF1#SOD\#D#UROH#LQ#WKH#VHOHFWLRQ#SURFHVV1#8QGHU#
WKH#FXUUHQW#SUDFWLFH/#WKH#3URYLQFH#FKRRVHV#IURP#WKH#YDULRXV#
EDQNV#WKRVH#VHUYLFHV#ZKLFK#FDQ/#PRVW#FRVW#HIIHFWLYHO\/#EH#
GHOLYHUHG#E\#WKDW#EDQN#ZKLOH#HQVXULQJ#D#EURDG#UDQJH#RI#
EDQNLQJ#VHUYLFHV#WR#WKH#3URYLQFH#DQG#LWV#FOLHQWV1

'HFLVLRQV#UHJDUGLQJ#EDQNLQJ#DUUDQJHPHQWV#KDYH#EHHQ#PDGH#
RQ#WKH#EDVLV#RI#DQ#DVVHVVPHQW#RI#WKH#PHULWV#DQG#FRVWV#RI#WKH#
UHVSHFWLYH#SURSRVDOV1#7KLV#LV#PRUH#FRPSOHWHO\#GRFXPHQWHG#LQ#
WKH#ILOHV1

4417; :H#UHFRPPHQGHG#WKH#3URYLQFH·V#QHJRWLDWHG#EDQNLQJ#
DUUDQJHPHQWV#ZLWK#ILQDQFLDO#LQVWLWXWLRQV#EH#PRQLWRUHG#RQ#D#UHJXODU#
EDVLV#WR#HQVXUH#FRPSOLDQFH#ZLWK#WKH#SURYLVLRQV#RI#WKH#DJUHHPHQWV1
54; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
4417< 7KH#'HSDUWPHQW#UHVSRQGHG=

7KH#'HSDUWPHQW#PRQLWRUV#EDQNLQJ#DUUDQJHPHQWV#E\#FKHFNLQJ#
PRQWKO\#FKDUJHV#DQG#FUHGLWV#DV#WR#WKHLU#UHDVRQDEOHQHVV#XVLQJ#
FXUUHQW#YROXPHV#DQG#UDWHV1#+RZHYHU#LQ#WKH#IXWXUH/#WKH#
'HSDUWPHQW#ZLOO#PRQLWRU#LWV#EDQNLQJ#DUUDQJHPHQWV#RQ#D#
IRUPDO#DQG#UHJXODU#EDVLV#WR#HQVXUH#FRPSOLDQFH#ZLWK#WKH#
SURYLVLRQV#RI#WKH#DJUHHPHQWV1

44183 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#UHTXHVW#WKDW#WKH#EDQNV#
DGRSW#XQLIRUP#FRUH#QDPHV#DQG#FODVVLILFDWLRQV#IRU#3URYLQFH#RI#1HZ#
%UXQVZLFN#EDQN#DFFRXQWV1#7KLV#ZLOO#LPSURYH#FRQWURO#RYHU#WKH#
DFFRXQWV#IURP#WKH#EDQNV·#SHUVSHFWLYH#DQG#IDFLOLWDWH#LGHQWLILFDWLRQ#
DQG#UHSRUWLQJ#ZKHQ#GHDOLQJ#ZLWK#WKH#3URYLQFH1

44184 7KH#'HSDUWPHQW#UHVSRQGHG=

7KLV#FRQFHUQ#LV#SULPDULO\#D#EDQN#LVVXH#DQG#QRW#D#GHSDUWPHQWDO#
RQH1#7KH#3URYLQFH#KDV#QR#GLUHFW#FRQWURO#RYHU#WKH#EDQNV·#
LQWHUQDO#DFFRXQWLQJ#V\VWHPV1#+RZHYHU/#WKH#'HSDUWPHQW#KDV#
DQG#ZLOO#FRQWLQXH#WR#XVH#XQLIRUP#FRUH#QDPHV#DQG#
FODVVLILFDWLRQV#IRU#3URYLQFH#RI#1HZ#%UXQVZLFN#EDQN#DFFRXQWV#
ZKHQHYHU#DFFRXQWV#DUH#XSGDWHG#DQG#WKURXJK#DOO#H[WHUQDO#
FRPPXQLFDWLRQV#DQG#ZLOO#FRQWLQXH#WR#UHTXHVW#WKDW#WKH#EDQNV#GR#
WKH#VDPH1

44185 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#HQVXUH#WKDW#UHFRQFLOLDWLRQV#
RI#WKH#JRYHUQPHQW#UHFRUGV#WR#WKH#EDQN#UHFRUGV#EH#FRPSOHWHG#IRU#DOO#
EDQNV1#'LIIHUHQFHV#VKRXOG#EH#UHVROYHG1#

44186 7KH#'HSDUWPHQW#UHVSRQGHG=

7UHDVXU\#DQG#'HEW#0DQDJHPHQW#DXWKRUL]HV#WKH#RSHQLQJ#RI#
QHZ#DFFRXQWV#WR#HQVXUH#FRQVLVWHQF\#LQ#EDQNLQJ#DUUDQJHPHQWV#
DQG#WR#EH#DZDUH#RI#FDVK#IORZ#LPSOLFDWLRQV#ZKLFK#PD\#EH#
VLJQLILFDQW#WR#WKH#3URYLQFH1#+RZHYHU/#WKH#GD\#WR#GD\#RSHUDWLRQ#
RI#WKH#DFFRXQW#+IRU#H[DPSOH/#DFFRXQWV#RSHQHG#LQ#UHPRWH#DUHDV#
WR#KDQGOH#'15#OLFHQVH#UHYHQXHV/#-XVWLFH#IHHV/#HWF1,#LV#WKH#
UHVSRQVLELOLW\#RI#WKH#UHVSHFWLYH#GHSDUWPHQW1#7UHDVXU\#DQG#
'HEW#0DQDJHPHQW#GRHV#FRQILUP#DQQXDOO\#WKH#VWDWXV#RI#
DFFRXQWV#ZLWK#GHSDUWPHQWV1

,W#LV#WKH#'HSDUWPHQW·V#RSLQLRQ#WKDW#FHQWUDO#DGPLQLVWUDWLRQ#DQG#
FRQWURO#RYHU#EDQN#DFFRXQWV#LV#PRVW#HIIHFWLYHO\#DFFRPSOLVKHG#
WKURXJK#WKH#GHSDUWPHQWV1#+RZHYHU/#WKH#'LYLVLRQ#ZLOO#GLVFXVV#
WKH#UHFRPPHQGDWLRQV#IRU#DFFRXQW#UHFRQFLOLDWLRQ#ZLWK#WKH#
&RPSWUROOHU·V#2IILFH1#

44187 %DVHG#RQ#RXU#4<<<#UHYLHZ/#ZH#DUH#VDWLVILHG#WKDW#WKH#'HSDUWPHQW#
KDV#LPSOHPHQWHG#RXU#UHFRPPHQGDWLRQV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 54<



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
5HYHQXH#0DQDJHPHQW#6\VWHP 44188 ,Q#RXU#4<<:#5HSRUW/#ZH#PDGH#WHQ#UHFRPPHQGDWLRQV#DV#D#UHVXOW#RI#
DQ#DXGLW#RI#WKH#'HSDUWPHQW·V#FRQWUDFW#ZLWK#WKH#,%0#&RQVRUWLXP#WR#
LPSOHPHQW#DQ#LQWHJUDWHG#UHYHQXH#PDQDJHPHQW#V\VWHP1#$V#GLVFXVVHG#LQ#
RXU#4<<:#5HSRUW/#WKH#FRQWUDFW#ZDV#WHUPLQDWHG#LQ#4<<9#DV#D#UHVXOW#RI#WKH#
LQWURGXFWLRQ#RI#WKH#+DUPRQL]HG#6DOHV#7D[#ZKLFK#WUDQVIHUUHG#VDOHV#WD[#
FROOHFWLRQ#WR#WKH#IHGHUDO#JRYHUQPHQW1

44189 ,Q#4<<;/#ZH#DVNHG#WKH#'HSDUWPHQW#WR#DVVHVV#WKH#FXUUHQW#VWDWXV#RI#
HDFK#UHFRPPHQGDWLRQ1#7KH#PRVW#UHFHQW#GHSDUWPHQWDO#UHVSRQVH#IROORZV#
HDFK#UHFRPPHQGDWLRQ1

4418: :H#UHFRPPHQGHG#WKDW#WKH#JRYHUQPHQW#RI#1HZ#%UXQVZLFN#
GHYHORS#D#SROLF\#WR#SURFHHG#ZLWK#SXEOLF2SULYDWH#SDUWQHUVKLSV#DQG#
RWKHU#PDMRU#V\VWHP#GHYHORSPHQWV#RQO\#DIWHU#D#FRQWUDFW#KDV#EHHQ#
VLJQHG#EHWZHHQ#WKH#3URYLQFH#DQG#WKH#UHODWHG#SDUWLHV1#

4418; 7KH#'HSDUWPHQW#UHVSRQGHG=

7KH#GHSDUWPHQW#FRQWLQXHV#WR#FRQFXU#WKDW#VLJQHG#FRQWUDFWV#DUH#
D#QHFHVVLW\#SULRU#WR#ZRUN#EHLQJ#XQGHUWDNHQ#RQ#PDMRU#V\VWHP#
GHYHORSPHQWV1

4418< :H#UHFRPPHQGHG#WKDW#WKH#3URYLQFH#GHYHORS#D#SROLF\#WKDW#
PDMRU#V\VWHP#GHYHORSPHQW#SURMHFWV#DQG#SXEOLF2SULYDWH#SDUWQHUVKLSV#
VKRXOG#SURFHHG#RQO\#DIWHU#QHW#EHQHILWV#DUH#TXDQWLILHG1#

44193 :H#UHFRPPHQGHG#WKDW#WKH#3URYLQFH#GHYHORS#D#SROLF\#RI#
UHTXLULQJ#PDMRU#V\VWHPV#SURMHFWV#WR#KDYH#UHDVRQDEOH#HVWLPDWHV#RI#
FRVWV#DQG#EHQHILWV#SULRU#WR#ZRUN#FRPPHQFLQJ1#

44194 :H#UHFRPPHQGHG#WKH#3URYLQFH#PRQLWRU#EXGJHWHG#KXPDQ#
UHVRXUFH#HIIRUW#WR#DFWXDO#HIIRUW#LQ#FDUU\LQJ#RXW#PDMRU#V\VWHPV#
SURMHFWV1#

44195 :H#UHFRPPHQGHG#WKH#3URYLQFH#GHYHORS#D#5)3#SROLF\#
UHTXLULQJ#WKH#UHVSRQVHV#WR#VSHFLI\#FKDUJH0RXW#UDWHV#LQ#GHWDLO1#7KLV#
ZRXOG#DVVLVW#WKH#5)3#HYDOXDWLRQ#FRPPLWWHH#LQ#UHFRPPHQGLQJ#D#
VXFFHVVIXO#ELGGHU1#7HUPV#VXFK#DV#´1%#0DUNHW#5DWHVµ#VKRXOG#EH#
FOHDUO\#GHILQHG1#

44196 :H#UHFRPPHQGHG#WKDW#D#FRQWUDFW#VKRXOG#QRW#EH#VLJQHG#XQWLO#
FOHDU#DQG#UHDVRQDEOH#UDWHV#DUH#HVWDEOLVKHG1#

44197 :H#UHFRPPHQGHG#WKH#3URYLQFH#DQDO\]H#LWV#H[SHULHQFH#WR#GDWH#
ZLWK#SXEOLF2SULYDWH#SDUWQHUVKLSV#DQG#&33#DUUDQJHPHQWV1#,W#VKRXOG#
GHWHUPLQH#ZKHWKHU#WKHVH#SURFXUHPHQW#PHWKRGV#DUH#GHOLYHULQJ#
VROXWLRQV#LQ#WKH#PRVW#HFRQRPLFDO#DQG#HIILFLHQW#PDQQHU#SRVVLEOH1#
553 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
44198 7KH#'HSDUWPHQW#UHVSRQGHG=

7KH#'HSDUWPHQW#LV#FXUUHQWO\#GHYHORSLQJ#SURWRFROV#DQG#
JXLGHOLQHV#WKDW#ZLOO#DGGUHVV#DOO#WKHVH#LVVXHV1#7KH\#DUH#H[SHFWHG#
WR#EH#FRPSOHWHG#E\#)DOO#<;1

44199 ,Q#-DQXDU\#4<<<#WKH#'HSDUWPHQW#LVVXHG#D#GRFXPHQW#HQWLWOHG#
´3XEOLF²SULYDWH#3DUWQHUVKLSV#+*XLGHOLQHV#DQG#3URWRFROV,µ1#7KH#
GRFXPHQW#DGGUHVVHV#PRVW#RI#WKH#LVVXHV#UDLVHG#LQ#WKH#DERYH#
UHFRPPHQGDWLRQV1#+RZHYHU/#WR#RXU#NQRZOHGJH/#WKH#3URYLQFH#KDV#QRW#
FRPSOHWHG#D#IRUPDO#DQDO\VLV#RI#LWV#H[SHULHQFH#WR#GDWH#ZLWK#SXEOLF2SULYDWH#
SDUWQHUVKLSV1

4419: :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#RI#)LQDQFH#H[DPLQH#
H[SHQVH#FODLPV#IRU#WKH#506#SURMHFW1#

4419; 7KH#'HSDUWPHQW#UHVSRQGHG=

7KH#5HYHQXH#'LYLVLRQ#KDV#LGHQWLILHG#LQ#LWV#ZRUN#SODQ#IRU#ILVFDO#
<;2<<#WKH#DXGLW#RI#VXSSRUWLQJ#GRFXPHQWV#IRU#H[SHQVHV#FODLPHG#
E\#,%0#WRZDUGV#WKH#506#SURMHFW1#$#OHWWHU#KDV#EHHQ#LVVXHG#WR#
,%0#DGYLVLQJ#RI#RXU#LQWHQW#WR#UHYLHZ#WKHLU#VXSSRUWLQJ#
GRFXPHQWDWLRQ#WKLV#\HDU#WR#ZKLFK#WKH\#KDYH#DFNQRZOHGJHG#
UHFHLSW1

4419< :H#ZHUH#VXEVHTXHQWO\#LQIRUPHG#WKDW#WKLV#DXGLW#LV#LQ#SURJUHVV1

441:3 :H#UHFRPPHQGHG#DOO#NH\#WHUPV#EH#GHILQHG#LQ#FRQWUDFWV#SULRU#
WR#WKHLU#VLJQLQJ1#,Q#SDUWLFXODU/#WKH#PHWKRG#RI#FDOFXODWLQJ#SURILW#
FRPSRQHQWV#VKRXOG#EH#FOHDUO\#GHILQHG1#

441:4 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#H[HUFLVH#LWV#ULJKW#WR#DXGLW#
XQGHU#FODXVH#91:#RI#WKH#FRQWUDFWV#WR#GHWHUPLQH#ZKHWKHU#LW#FDQ#UHFHLYH#
D#UHIXQG#IRU#DOO#RU#D#SRUWLRQ#RI#WKH#FRPPHUFLDO#SURILW1#

441:5 7KH#'HSDUWPHQW#UHVSRQGHG=

7KH#'HSDUWPHQW#FRQWLQXHV#WR#FRQFXU#WKDW#WKH#PHWKRG#RI#
FDOFXODWLQJ#SURILW#FRPSRQHQWV#VKRXOG#EH#FOHDUO\#GHILQHG#LQ#
IXWXUH#FRQWUDFWV1

,W#ZDV#WKH#GHFLVLRQ#RI#JRYHUQPHQW#WR#KDUPRQL]H#LWV#VDOHV#WD[#
ZLWK#WKH#*671#,%0#HQWHUHG#LQWR#WKH#EXVLQHVV#DOOLDQFH#IXOO\#
SUHSDUHG#WR#DFFHSW#WKH#ULVN#RI#EHLQJ#SDLG#IURP#EHQHILWV1#8S#
XQWLO#WKH#GHFLVLRQ#ZDV#PDGH#WR#FRPPHQFH#KDUPRQL]DWLRQ#
QHJRWLDWLRQV/#,%0#ZDV#FDUU\LQJ#WKDW#ULVN1#,W#ZDV#WKH#GHFLVLRQ#
RI#WKH#GHSDUWPHQW#WKDW#,%0#EH#SDLG#LQ#DFFRUGDQFH#ZLWK#WKH#
EXVLQHVV#DOOLDQFH#GLVFXVVLRQV#WR#WKDW#SRLQW1#7KHVH#
FRPPLWPHQWV#LQFOXGHG#HVWDEOLVKHG#UDWHV/#LQWHUHVW#DQG#SURILW1#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 554



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
$OWKRXJK#WKH#GHSDUWPHQW#ZLOO#EH#FDUU\LQJ#RXW#DQ#DXGLW#RI#WKH#
H[SHQVHV#FODLPHG#E\#,%0#WRZDUGV#WKH#506#SURMHFW/#LW#ZLOO#QRW#
EH#ORRNLQJ#DW#WKH#DUHD#RI#FRPPHUFLDO#SURILW#IRU#WKH#UHDVRQV#
DOUHDG\#VWDWHG1#:H#ZLOO#HQVXUH#IXWXUH#FRQWUDFWV#PRUH#FOHDUO\#
UHSUHVHQW#WKH#GLVFXVVLRQV#WDNLQJ#SODFH#RQ#WKH#PHWKRG/#DV#ZHOO#
DV#WKH#UDWH/#IRU#FDOFXODWLQJ#SURILW1

441:6 %DVHG#RQ#RXU#4<<<#UHYLHZ/#ZH#DUH#VDWLVILHG#WKDW#WKH#'HSDUWPHQW#
KDV#VXEVWDQWLDOO\#LPSOHPHQWHG#RXU#UHFRPPHQGDWLRQV1

'HSDUWPHQW#RI#+HDOWK#
DQG#&RPPXQLW\#
6HUYLFHV

$LU#$PEXODQFH

441:7 ,Q#RXU#4<<:#5HSRUW/#ZH#PDGH#VL[#UHFRPPHQGDWLRQV#DV#D#UHVXOW#RI#
DQ#DXGLW#RI#WKH#DLU#DPEXODQFH#VHUYLFH#WKDW#LV#DGPLQLVWHUHG#E\#WKH#
$PEXODQFH#6HUYLFHV#%UDQFK#RI#WKH#'HSDUWPHQW1

441:8 :H#UHFRPPHQGHG#WKDW#IXWXUH#OHDVH#DJUHHPHQWV#EH#VLJQHG#LQ#
DGYDQFH#RI#WKH#SHULRG#FRYHUHG#E\#WKH#DJUHHPHQW1#

441:9 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

>:H@#FRQFXU#WKDW#LW#LV#RSWLPDO#WR#FRPSOHWHO\#FRQFOXGH#ILQDO#
FRQWUDFW#QHJRWLDWLRQV#SULRU#WR#WKH#LQLWLDWLRQ#RI#DQ\#FRQWUDFW#IRU#
VHUYLFH/#EXW#LW#ZDV#QHFHVVDU\#WR#EHJLQ#SURYLGLQJ#VHUYLFH#SULRU#
WR#WKLV#RFFXUULQJ111111WKH#'HSDUWPHQW#DQG#WKH#VHUYLFH#
SURYLGHUV#GLG#GXO\#H[HFXWH#D#PHPRUDQGXP#RI#DJUHHPHQW#SULRU#
WR#VHUYLFH#LQLWLDWLRQ#ELQGLQJ#ERWK#SDUWLHV#WR#WKH#SURYLVLRQV/#
FRQGLWLRQV#DQG#OLPLWDWLRQV#RI#WKH#5HTXHVW#IRU#3URSRVDO#DQG#WKH#
VHUYLFH#SURYLGHU·V#UHVSRQVH#WR#LW1#7KH#'HSDUWPHQW#RI#-XVWLFH#
UHYLHZHG#WKLV#GRFXPHQW/#DQG#FRQVLGHUV#VXFK#GRFXPHQWV#WR#EH#
OHJDOO\#ELQGLQJ#RQ#ERWK#SDUWLHV1#

441:: :H#UHFRPPHQGHG#WKDW#FOHDU/#PHDVXUDEOH#REMHFWLYHV#EH#
GHVLJQHG#IRU#WKH#DLU#DPEXODQFH#VHUYLFH#DQG#OLQNHG#WR#WKH#H[LVWLQJ#DLU#
DPEXODQFH#PDQGDWH1#

441:; 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

$Q#DSSOLFDWLRQ#IRU#DFFUHGLWDWLRQ#RI#WKH#VHUYLFH#E\#WKH#
&RPPLVVLRQ#IRU#WKH#$FFUHGLWDWLRQ#RI#$LU00HGLFDO#6HUYLFHV#ZLOO#
WDNH#SODFH#GXULQJ#WKH#4<<;0<<#ILVFDO#\HDU1#7KH#DSSOLFDWLRQ#
SURFHVV#UHTXLUHV#WKDW#JRDOV#DQG#REMHFWLYHV#EH#VHW#DQG#
PHDVXUHG1#7KHVH#ZLOO#EH#OLQNHG#WR#WKH#PDQGDWH1#

441:< :H#UHFRPPHQGHG#WKDW#DQ#DSSURSULDWH#JURXS#RI#RSHUDWLQJ#
UHSRUWV#EH#GHYHORSHG#E\#1%#$LU&DUH#DQG#SURYLGHG#WR#WKH#$PEXODQFH#
6HUYLFHV#%UDQFK#RQ#D#UHJXODU#EDVLV1#7KHVH#UHSRUWV#VKRXOG#DOORZ#
PDQDJHPHQW#WR#PRQLWRU#RSHUDWLRQV#DW#1%#$LU&DUH#DQG#WR#DVVHVV#WKH#
GHJUHH#WR#ZKLFK#VWUDWHJLF#REMHFWLYHV#DUH#EHLQJ#PHW1#
555 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
441;3 :H#IXUWKHU#UHFRPPHQGHG#WKDW#LQFLGHQW#UHSRUWV#DQG#UHVSRQVHV#
WR#TXHVWLRQQDLUHV#EH#VXPPDUL]HG#DQG#LQFOXGHG#LQ#UHJXODU#UHSRUWLQJ#
WR#$PEXODQFH#6HUYLFHV#%UDQFK#PDQDJHPHQW1#

441;4 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KLV11111ZLOO#EH#DGGUHVVHG#LQ#WZR#ZD\V=#GHYHORSPHQW#RI#D#
VWUDWHJLF#LQIRUPDWLRQ#SODQ#IRU#WKH#$PEXODQFH#6HUYLFHV#
SURJUDP#WR#SURYLGH#DQ#LQWHJUDWHG#DSSURDFK#WR#FRQWUDFWXDO#DQG#
ILQDQFH/#DLU#DQG#ODQG#RSHUDWLRQV/#SDWLHQW#LQIRUPDWLRQ/#DQG#
LQVSHFWLRQ#DQG#HQIRUFHPHQW#QHHGV>#DQG#GHYHORSPHQW#RI#WKH#
DSSOLFDWLRQ#IRU#DFFUHGLWDWLRQ#RI#WKH#VHUYLFH/#ZKLFK#ZLOO#UHTXLUH#
FRPSUHKHQVLYH#VWDQGDUGL]HG#UHSRUWLQJ#IRU#WKH#DLU#DPEXODQFH#
VHUYLFH#WR#EH#DYDLODEOH1#

441;5 :H#UHFRPPHQGHG#WKDW#WKH#UDWHV#SHU#VHUYLFH#FXUUHQWO\#EHLQJ#
FKDUJHG#WR#WKH#RWKHU#SURYLQFHV#EH#UH0HYDOXDWHG#WR#HQVXUH#WKDW#WKH\#
DGHTXDWHO\#FRYHU#DOO#FRVWV#DVVRFLDWHG#ZLWK#WKH#SURYLVLRQ#RI#DLU#
DPEXODQFH#VHUYLFH1#

441;6 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#FXUUHQW#WUL0SDUWLWH#DJUHHPHQW#EHWZHHQ#1RYD#6FRWLD/#3(,#
DQG#1HZ#%UXQVZLFN#H[SLUHV#0DUFK#64/#4<<;1#7KHVH#FRPPHQWV#
ZLOO#EH#FRQVLGHUHG#DW#WKDW#WLPH1#1111111#'XULQJ#QHJRWLDWLRQ#RI#
DQ\#VXFK#DJUHHPHQWV/#FDUH#PXVW#EH#WDNHQ#WR#QRW#H[FHHG#WKH#
PDUNHW#YDOXH#RI#VXFK#D#VHUYLFH1#

441;7 :H#UHFRPPHQGHG#WKDW#WKH#FXUUHQW#IDFLOLWLHV#EH#UHDVVHVVHG#DQG#
WKDW#LPSURYHPHQWV#EH#PDGH#DV#QHFHVVDU\1#

441;8 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

:H#DUH#ZRUNLQJ#ZLWK#WKH#DYLDWLRQ#VHUYLFH#FRQWUDFWRU#WR#
H[DPLQH#RSSRUWXQLWLHV#IRU#LPSURYHPHQW>#KRZHYHU#WKHUH#LV#
FXUUHQWO\#QR#DGGLWLRQDO#KDQJDUDJH#DW#WKH#0RQFWRQ#$LUSRUW1#,Q#
UHJDUG#WR#WKH#SK\VLFDO#SODQW#SURYLGHG#IRU#WKH#FRRUGLQDWLRQ#
IXQFWLRQ/#D#GHWDLOHG#H[DPLQDWLRQ#ZLOO#EH#XQGHUWDNHQ#DV#SDUW#RI#
WKH#HYDOXDWLRQ#RI#D#SLORW#IRU#ODQG#DPEXODQFH#GLVSDWFK1#&KDQJHV#
ZLOO#EH#PDGH#DV#DSSURSULDWH#VXEVHTXHQW#WR#WKLV#HYDOXDWLRQ1

441;9 %DVHG#RQ#RXU#4<<<#UHYLHZ/#WKH#'HSDUWPHQW#LV#PDNLQJ#VRPH#
SURJUHVV#LQ#LPSOHPHQWLQJ#RXU#UHFRPPHQGDWLRQV1#7KH#'HSDUWPHQW#QRZ#
UHFHLYHV#VHUYLFH#YROXPH/#UHVSRQVH#WLPH#DQG#ILQDQFLDO#UHSRUWV#PRQWKO\/#
DQG#TXDUWHUO\#VXPPDU\#DFWLYLW\#UHSRUWV1#+RZHYHU/#WKHUH#DUH#VWLOO#QR#
PHDVXUDEOH#REMHFWLYHV#IRU#WKH#DLU#DPEXODQFH#VHUYLFH1#7KH#FXUUHQW#UDWH#
DJUHHPHQW#ZLWK#1RYD#6FRWLD#DQG#3ULQFH#(GZDUG#,VODQG#H[SLUHG#RQ#
64 0DUFK#4<<</#EXW/#E\#PXWXDO#DJUHHPHQW/#WKH#WHUPV#ZLOO#FRQWLQXH#LQ#
HIIHFW#XQWLO#D#QHZ#DJUHHPHQW#LV#VLJQHG1#7KH#FXUUHQW#UDWHV#DUH#VLPLODU#WR#
WKRVH#LQ#HIIHFW#DW#WKH#WLPH#RI#RXU#4<<:#DXGLW1#:LWK#UHJDUG#WR#WKH#IDFLOLWLHV/#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 556



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
WKHUH#DUH#SODQV#IRU#VWDII#WR#PRYH#WR#D#ODUJHU/#LPSURYHG#'LVSDWFK#&HQWUH#
ODWH#WKLV#\HDU1

$PEXODQFH#VHUYLFHV 441;: ,Q#RXU#4<<:#5HSRUW/#ZH#PDGH#QLQH#UHFRPPHQGDWLRQV#DV#D#UHVXOW#
RI#DQ#DXGLW#RI#WKH#LQVSHFWLRQ#IXQFWLRQ#RI#WKH#$PEXODQFH#6HUYLFHV#%UDQFK#
RI#WKH#'HSDUWPHQW1

441;; :H#UHFRPPHQGHG#DSSURSULDWH#SROLFLHV#DQG#SURFHGXUHV#IRU#
WKH#LQVSHFWLRQ#SURFHVV#EH#FOHDUO\#HVWDEOLVKHG/#SURSHUO\#GRFXPHQWHG/#
HIIHFWLYHO\#FRPPXQLFDWHG/#DQG#XSGDWHG#RQ#DQ#DQQXDO#EDVLV1#

441;< 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#HVWDEOLVKPHQW#RI#D#VHSDUDWH#LQVSHFWLRQ#XQLW/#DSSURSULDWHO\#
UHVRXUFHG/#DQG#ZLWK#H[SHUWLVH#WR#GHVLJQ#RSHUDWLRQDO#SROLFLHV#
DQG#SURFHGXUHV#ZLOO#DOORZ#WKLV#WR#RFFXU1#'HVLJQ#ZRUN#ZLOO#
FRPPHQFH#LQ#1RYHPEHU/#4<<:1

441<3 :H#UHFRPPHQGHG#DQ#LQVSHFWLRQ#VFKHGXOH#EH#FRPSLOHG#RQ#DQ#
DQQXDO#EDVLV/#DQG#XSGDWHG#DV#QHHGHG1#

441<4 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

3ROLFLHV#LQ#UHJDUG#WR#OLFHQVLQJ#DQG#LQVSHFWLRQ#IUHTXHQF\/#
FULWHULD/#DQG#WLPLQJ#DQG#WHUPV#ZLOO#VRRQ#EH#LPSOHPHQWHG1#
7KHVH#SROLFLHV#ZLOO#EH#DSSURYHG#DQG#PRQLWRUHG#E\#WKH#
'LUHFWRU1#

441<5 :H#UHFRPPHQGHG#D#PHDQV#RI#PRQLWRULQJ#WKH#LQVSHFWLRQ#
IXQFWLRQ#EH#HVWDEOLVKHG#DQG#SHUIRUPHG#UHJXODUO\1#

441<6 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#%UDQFK#KDV#LPSOHPHQWHG#PRQWKO\#,QVSHFWLRQ#8QLW#
PHHWLQJV#EHWZHHQ#8QLW#VWDII#DQG#WKH#'LUHFWRU#WR#DGGUHVV#
LQVSHFWLRQ#DFWLYLW\/#UHVXOWV/#DQG#SODQV/#DQG#WR#DGGUHVV#
DGPLQLVWUDWLYH#LVVXHV#VXFK#DV#SROLF\#DGPLQLVWUDWLRQ/#ORQJ0WHUP#
WUHQGV/#DQG#HIIHFWV#RQ#RWKHU#XQLWV#ZLWKLQ#WKH#%UDQFK11111$#
ORQJ0WHUP#PDQDJHPHQW#DSSURDFK#WR#HQVXULQJ#FRPSOLDQFH#ZLOO#
EH#GHVLJQHG#DQG#LPSOHPHQWHG1#

441<7 :H#UHFRPPHQGHG#WKH#%UDQFK#HQVXUH#FRPSOLDQFH#ZLWK#DOO#VHW#
6WDQGDUGV#DQG#ZLWK#OHJLVODWLRQ1#

441<8 :H#UHFRPPHQGHG#HQIRUFHPHQW#DFWLRQV#EH#HVWDEOLVKHG1#7KHVH#
DFWLRQV#VKRXOG#EH#XVHG#WR#HQVXUH#FRPSOLDQFH#ZLWK#WKH#6WDQGDUGV1#

441<9 :H#UHFRPPHQGHG#IROORZ0XS#LQVSHFWLRQV#EH#GRQH#WR#GHWHUPLQH#
LI#LGHQWLILHG#GHILFLHQFLHV#KDYH#EHHQ#FRUUHFWHG1#
557 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
441<: :H#UHFRPPHQGHG#OLFHQVLQJ#EH#XVHG#DV#D#PHDQV#RI#HQIRUFLQJ#
WKH#6WDQGDUGV1#7KH#OLFHQVLQJ#DQG#LQVSHFWLRQ#IXQFWLRQV#VKRXOG#ZRUN#
WRJHWKHU1#,QVSHFWLRQ#UHVXOWV#VKRXOG#EH#UHYLHZHG#DV#SDUW#RI#WKH#
OLFHQVLQJ#SURFHVV1#

441<; :H#UHFRPPHQGHG#WKH#%UDQFK#GHYHORS#DOWHUQDWLYHV#
+H[1 3UREDWLRQDO#OLFHQVHV/#WHPSRUDU\#VXVSHQVLRQV,#WR#WKH#FXUUHQW#
DXWRPDWLF#DQQXDO#OLFHQVH#UHQHZDO#SUDFWLFH1#

441<< 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#'HSDUWPHQW#KDV#D#FOHDUO\#GRFXPHQWHG#FRPSOLDQFH#
SURFHVV#ZKLFK#GHILQHV#WLPHIUDPHV#DQG#FRQGLWLRQV#XQGHU#ZKLFK#
DPEXODQFH#VHUYLFHV#DUH#WUDFNHG#DQG#PRQLWRUHG1#««#:LWK#
DGHTXDWH#UHVRXUFHV/#OLQNDJHV#WR#ILQDQFLDO#LQFHQWLYHV#DQG#
GLVLQFHQWLYHV#DQG#D#PHFKDQLVP#WR#WHPSRUDULO\#UHSODFH#DQ#
DPEXODQFH#VHUYLFH#LQ#FDVHV#ZKHUH#D#OLFHQVH#ZDV#WHUPLQDWHG#RU#
VXVSHQGHG/#WKLV«1LV#EHLQJ#DGGUHVVHG1#

$XWKRULW\#WR#HQIRUFH#VWDQGDUGV#LV#GLVFUHWH#IURP#WKH#DELOLW\#WR#
GR#VR1#7KH#'HSDUWPHQW#KDV#FKRVHQ#WR#SURYLGH#PRWLYDWLRQ#WR#
DPEXODQFH#VHUYLFHV#E\#OLQNLQJ#ILQDQFLDO#LQFHQWLYHV2
GLVLQFHQWLYHV#WR#VHUYLFH#FRQWUDFW#SHUIRUPDQFH1#/LQNDJHV#WR#
OLFHQVH#VWDWXV#DQG#DQ#DG0KRF#DPEXODQFH#UHSODFHPHQW#V\VWHP#
ZLOO#WDNH#SODFH/#WKH#DELOLW\#WR#HIIHFWLYHO\#HQIRUFH#VWDQGDUGV#ZLOO#
EH#HVWDEOLVKHG1#

441433 :H#UHFRPPHQGHG#WKH#SUREOHPV#ZLWK#WKH#FRPSXWHU#V\VWHP#EH#
IRUPDOO\#LGHQWLILHG#DQG#DGGUHVVHG/#E\#HLWKHU#XSGDWLQJ#RU#UHSODFLQJ#
WKH#FXUUHQW#V\VWHP1#

441434 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

'HYHORSPHQW#RI#D#VWUDWHJLF#LQIRUPDWLRQ#SODQ#IRU#WKH#
$PEXODQFH#6HUYLFHV#SURJUDP1111LV#XQGHUZD\1#

441435 %DVHG#RQ#RXU#4<<<#UHYLHZ/#ZH#DUH#VDWLVILHG#WKDW#WKH#'HSDUWPHQW#
KDV#VXEVWDQWLDOO\#LPSOHPHQWHG#RXU#UHFRPPHQGDWLRQV1

'HSDUWPHQW#RI#-XVWLFH

&RXUW#6HUYLFHV#'LYLVLRQ

441436 ,Q#RXU#4<<8#5HSRUW/#ZH#PDGH#WZHOYH#UHFRPPHQGDWLRQV#DV#D#
UHVXOW#RI#DQ#DXGLW#RI#WKH#&RXUW#6HUYLFHV#'LYLVLRQ#RI#WKH#'HSDUWPHQW1#2XU#
DXGLW#IRFXVHG#RQ#WKUHH#DUHDV=

• UHFRPPHQGDWLRQV#DULVLQJ#RXW#RI#D#4XDOLW\#RI#6HUYLFH#6WXG\#+466,#
FRPSOHWHG#E\#WKH#'HSDUWPHQW#LQ#4<<5>

• WKH#)DPLO\#6XSSRUW#2UGHU#6HUYLFHV#+)626,#V\VWHP>#DQG

• WKH#V\VWHP#IRU#WKH#FROOHFWLRQ#RI#ILQHV/#EDLO#DQG#UHVWLWXWLRQ1

441437 ,Q#RXU#4<<9#5HSRUW/#ZH#UHSRUWHG#WKH#'HSDUWPHQW·V#RZQ#
DVVHVVPHQW#RI#LWV#SURJUHVV1#,Q#4<<;/#ZH#DJDLQ#DVNHG#WKH#'HSDUWPHQW#WR#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 558



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
DVVHVV#WKH#FXUUHQW#VWDWXV#RI#HDFK#UHFRPPHQGDWLRQ1#7KH#PRVW#UHFHQW#
GHSDUWPHQWDO#UHVSRQVH#IROORZV#HDFK#UHFRPPHQGDWLRQ1

441438 :H#UHFRPPHQGHG#WKDW#WKH#FRVWV#RI#'HSDUWPHQW#RI#-XVWLFH#
SURJUDPV#DQG#VHUYLFHV#EH#HVWDEOLVKHG#WR#SURYLGH#D#PHDQV#RI#
GHWHUPLQLQJ#WKH#VDYLQJV#JHQHUDWHG#E\#WKH#1%,-#SURMHFW1#

441439 7KH#'HSDUWPHQW#UHVSRQGHG=

1R#ORQJHU#DSSOLFDEOH#DV#1%,-#LV#QR#ORQJHU#D#JRYHUQPHQW#
LQLWLDWLYH1

44143: :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#SUHSDUH#D#IRUPDO#
XSGDWH#RI#WKH#466#UHFRPPHQGDWLRQV#DQG#GHWHUPLQH#WKH#FXUUHQW#
VWDWXV#RI#WKH#,PSOHPHQWDWLRQ#3ODQ1#,Q#GRLQJ#WKLV/#WKH#'HSDUWPHQW#
VKRXOG#GLVFORVH=

• ZKLFK#UHFRPPHQGDWLRQV#DUH#QRQ0DSSOLFDEOH#RU#LQ#QHHG#RI#
UHYLVLRQ>

• ZKLFK#UHFRPPHQGDWLRQV#ZLOO#QRW#EH#LPSOHPHQWHG>

• WR#ZKDW#GHJUHH#WKH#'HSDUWPHQW#KDV#IXOILOOHG#WKH#SXUSRVH#RI#WKH#
466#+L1H1#WR#DGGUHVV#IRXU#SULPDU\#LVVXHV#IDFLQJ#WKH#&RXUW#
6HUYLFHV#'LYLVLRQ,>#DQG

• KRZ#DQG#ZKHQ#WKH#1%,-#LQLWLDWLYHV#ZLOO#LPSDFW#466#
UHFRPPHQGDWLRQV1

44143; 7KH#'HSDUWPHQW#UHVSRQGHG=

$6#1%,-#LV#QR#ORQJHU#D#GHSDUWPHQWDO#LQLWLDWLYH/#WKH#XSGDWH#ZDV#
QRW#FRPSOHWHG#DV#SODQQHG1#$Q#XSGDWH#RQ#WKH#VWDWXV#RI#
LPSOHPHQWDWLRQ#ZLOO#EH#SURYLGHG#E\#1RYHPEHU#63/#4<<;1

44143< 7KH#'HSDUWPHQW#GLG#SURYLGH#XV#ZLWK#DQ#XSGDWH#RQ#WKH#VWDWXV#RI#
LPSOHPHQWDWLRQ#RI#WKH#466#UHFRPPHQGDWLRQV1

441443 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRQWLQXH#WR#ZRUN#ZLWK#WKH#
,QWHUGHSDUWPHQWDO#&RPPLWWHH#WR#UHVROYH#WKH#LVVXH#RI#UHVSRQVLELOLW\#
IRU#&RXUW#6HFXULW\1#)XUWKHU/#ZH#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#
RI#-XVWLFH#UHTXHVW#WKH#,QWHUGHSDUWPHQWDO#&RPPLWWHH#WR#HQJDJH#WKH#
5&03#WR#SHUIRUP#D#IROORZ0XS#UHYLHZ#RI#WKH#4<<5#VWXG\1#7KLV#ZRXOG#
SURYLGH#DQ#LQGHSHQGHQW#DVVHVVPHQW#RI#WKH#SURJUHVV#WRZDUGV#
LPSOHPHQWDWLRQ#RI#WKH#UHFRPPHQGDWLRQV1

441444 7KH#'HSDUWPHQW#UHVSRQGHG=

$#VWDWXV#UHSRUW#RQ#LPSOHPHQWDWLRQ#RI#WKH#UHFRPPHQGDWLRQV#
ZDV#FRPSOHWHG#E\#WKH#'HSDUWPHQW1#,W#LV#WKH#RSLQLRQ#RI#WKH#
'HSDUWPHQW#WKDW#DQ#LQGHSHQGHQW#UHYLHZ#RI#WKH#4<<5#VWXG\#LV#
WKHUHIRUH#QRW#QHFHVVDU\#DV#D#IROORZ0XS#SODQ#LV#EHLQJ#FXUUHQWO\#
GHYHORSHG#WR#DGGUHVV#WKH#UHPDLQLQJ#UHFRPPHQGDWLRQV1
559 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
$V#LW#UHODWHV#WR#&RXUW#6HFXULW\#VSHFLILFDOO\/#GLVFXVVLRQV#DUH#
RQ0JRLQJ#ZLWK#PXQLFLSDOLWLHV/#SROLFH#FKLHIV#DQG#WKH#
'HSDUWPHQW#RI#-XVWLFH#DQG#6ROLFLWRU#*HQHUDO1#,Q#WKUHH#FLWLHV/#
6KHULII#RIILFHUV#SURYLGH#VHFXULW\#DQG#WUDQVSRUWDWLRQ#VHUYLFHV#
IRU#WKH#3URYLQFLDO#&RXUW#VLQFH#LW#ZDV#GHWHUPLQHG#WKDW#WKLV#ZDV#
WKH#PRVW#FRVW#HIIHFWLYH#PRGHO1#2Q0JRLQJ#DWWHPSWV#DUH#EHLQJ#
PDGH#WR#IRUPDOL]H#WKLV#FXUUHQW#SUDFWLFH#ZLWK#WKH#
PXQLFLSDOLWLHV1

$#IROORZ0XS#SODQ#ZLOO#DGGUHVV#WKH#UHFRPPHQGDWLRQV#RI#WKH#
5&03#UHSRUW#UHODWHG#WR#VHFXULW\#SHUVRQQHO#IRU#WKH#FRXUW#
EXLOGLQJV#DQG#WKH#FRQVWUXFWLRQ#SODQ#IRU#0LUDPLFKL#&RXUW#
+RXVH1#7KLV#SODQ#ZLOO#WDUJHW#WKHVH#DUHDV#IRU#DFWLRQ#LQ#IXWXUH#
\HDUV1#7KHUH#DUH#QR#LPPHGLDWH#SODQV#WR#DFW#RQ#WKHVH#
UHFRPPHQGDWLRQV1#

441445 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#LPSURYH#DFFHVVLELOLW\#
WKURXJK#UHGXFLQJ#FRPSOH[LW\#LQ#WKH#&RXUW#V\VWHP#ZLWK#WKH#
LPSOHPHQWDWLRQ#RI#466#UHFRPPHQGDWLRQV#&590&5<1

441446 7KH#'HSDUWPHQW#UHVSRQGHG=

029(#SURJUDP=#ZDV#LQLWLDWHG#E\#WKH#JURXS#IRU#0HGLDWHG#
2IIHQGHU#9LFWLP#(QFRXQWHU#IRU#WKH#0RQFWRQ#UHJLRQ1#7KH#
'HSDUWPHQW#ZDV#D#SDUWLFLSDQW#LQ#WKLV#LQLWLDWLYH#ZKHUHE\#D#SLORW#
SURMHFW#ZDV#HVWDEOLVKHG#WR#HYDOXDWH#LWV#HIIHFWLYHQHVV1#$#
VDPSOLQJ#RI#63#FDVHV#ZHUH#FKRVHQ#IRU#WKH#SLORW1#7KLV#PHDVXUH#
ZDV#D#SRVW0FRQYLFWLRQ#SUH0VHQWHQFLQJ#PHDVXUH#ZKLFK#UHTXLUHG#
WKH#LQYROYHPHQW#RI#QXPHURXV#YROXQWHHUV/#RQ#DYHUDJH#
DPRXQWHG#WR#45#KRXUV#SHU#FDVH#LQVWHDG#RI#D#VKRUW#FRXUW#
DSSHDUDQFH#DQG#LQYROYHG#5#FRXUW#DSSHDUDQFHV#LQVWHDG#RI#RQH#
FRXUW#DSSHDUDQFH1#$Q#HYDOXDWLRQ#ZDV#FDUULHG#RXW#IROORZLQJ#
WKH#SLORW#SURMHFW1#,W#ZDV#GHWHUPLQHG#WKDW#WKLV#W\SH#RI#PHDVXUH#
ZDV#QRW#FRVW#HIIHFWLYH1

,QVWHDG/#WKH#'HSDUWPHQW#ZDV#D#SDUWLFLSDQW#LQ#WKH#$OWHUQDWLYH#
0HDVXUHV#3URJUDP#LPSOHPHQWHG#E\#WKH#'HSDUWPHQW#RI#WKH#
6ROLFLWRU#*HQHUDO#ZKLFK#LV#D#SUH0FKDUJH#RSWLRQ#ZLWK#QR#IRUPDO#
FKDUJHV#EHLQJ#ODLG/#EXW#HYLGHQFH#WR#SURFHHG#ZLWK#FKDUJHV#
UHTXLUHG1

&LUFOH#VHQWHQFLQJ=#'LVFXVVLRQV#EHWZHHQ#GHSDUWPHQWV#DQG#
QDWLYH#FRPPXQLWLHV#KDYH#EHHQ#RQ0JRLQJ#VLQFH#4<<81#:LWK#WKH#
UHFHQW#LPSOHPHQWDWLRQ#RI#WKH#$OWHUQDWLYH#0HDVXUHV#SURJUDP#
E\#WKH#'HSDUWPHQW#RI#WKH#6ROLFLWRU#*HQHUDO/#FXUUHQW#
GLVFXVVLRQV#ZLOO#IRFXV#RQ#KRZ#EHVW#WR#EHQHILW#QDWLYH#
FRPPXQLWLHV#WKURXJK#WKLV#SURJUDP1#7ZR#LQVWDQFHV#RI#FLUFOH#
VHQWHQFLQJ#KDYH#WDNHQ#SODFH#DW#WKH#UHTXHVW#RI#WKH#DFFXVHG#DQG2
RU#WKHLU#FRXQVHO#RYHU#WKH#ODVW#\HDU1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 55:



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
8QLILHG#&ULPLQDO#&RXUW=#WKLV#SURMHFW#LV#QR#ORQJHU#EHLQJ#
SXUVXHG#E\#WKH#IHGHUDO#DQG#SURYLQFLDO#'HSDUWPHQWV#RI#-XVWLFH1

6PDOO#&ODLPV=#7KH#6PDOO#&ODLPV#$FW#ZDV#DVVHQWHG#WR#RQ#
)HEUXDU\#5;/#4<<:1#,W#HVWDEOLVKHG#D#FRXUW#WR#KHDU#FODLPV#XS#
WR#'93331#3URYLQFLDO#DSSRLQWHHV#ZLOO#KHDU#VPDOO#FODLPV1#7KH#
SURJUDP#ZLOO#EH#XS#DQG#UXQQLQJ#-DQXDU\#4/#4<<<1#7KLV#QHZO\#
FRQVWLWXWHG#FRXUW#ZLOO#SURYLGH#LPSURYHG#DFFHVV#WR#MXVWLFH#DQG#
D#OHVV#H[SHQVLYH#DOWHUQDWLYH#WR#WKH#&RXUW#RI#4XHHQ·V#%HQFK1

&KLOG#6XSSRUW#*XLGHOLQHV=#$PHQGPHQWV#ZHUH#PDGH#WR#WKH#
'LYRUFH#$FW#DQG#,QFRPH#7D[#UXOHV#JRYHUQLQJ#FKLOG#VXSSRUW#RQ#
0D\#4/#4<<:1#$PHQGPHQWV#WR#WKH#)DPLO\#6HUYLFHV#$FW#DQG#D#
QHZ#UHJXODWLRQ#LQFRUSRUDWLQJ#WKH#IHGHUDO#FKLOG#VXSSRUW#
JXLGHOLQHV#FDPH#LQWR#HIIHFW#RQ#0D\#4/#4<<;#LQ#1HZ#%UXQVZLFN1#
:LWK#IHGHUDO#IXQGLQJ#DVVLVWDQFH/#DGGLWLRQDO#UHVRXUFHV#ZHUH#
REWDLQHG#WR#GHDO#ZLWK#WKH#LQIOX[#RI#FKLOG#VXSSRUW#YDULDWLRQV#
UHVXOWLQJ#IURP#WKH#OHJLVODWLYH#DPHQGPHQWV1

441447 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#LPSOHPHQW#REMHFWLYH#
VWDQGDUGV#IRU#ORFDWLQJ#DQG#PDLQWDLQLQJ#VDWHOOLWH#FRXUWV1#7KHVH#
VWDQGDUGV#VKRXOG#FRQVLGHU#DOO#UHODWHG#FRVWV/#QRW#MXVW#'HSDUWPHQW#RI#
-XVWLFH#FRVWV1

441448 7KH#'HSDUWPHQW#UHVSRQGHG=

6WDQGDUGV#KDYH#EHHQ#GHYHORSHG#ZKLFK#QHHG#WR#EH#IRUPDOO\#
DSSURYHG1#$V#QRWHG/#FRVWV#WR#WKH#'HSDUWPHQW#RI#-XVWLFH#DUH#QRW#
WKH#RQO\#FRQVLGHUDWLRQ1

441449 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#LPSOHPHQW#DQ#RQJRLQJ#
PRQLWRULQJ#SURFHVV#DV#GLVFXVVHG#LQ#466#UHFRPPHQGDWLRQV#&56#DQG#
&691#7KLV#VKRXOG#LQFOXGH#PRQLWRULQJ#WKH#FRVWV#RI#VHUYLFHV1

44144: 7KH#'HSDUWPHQW#UHVSRQGHG=

$V#(QIRUFHPHQW#VWDWXV#SURFHVV#ZDV#HVWDEOLVKHG#LQ#4<<90<:#
ZKHUHE\#DOO#HQIRUFHPHQW#FDVHV#FDQ#QRZ#EH#WUDFNHG#DV#WR#WKHLU#
HQIRUFHPHQW#VWDWXV#DQG#SD\PHQW2GHIDXOW#SURILOH1#(QIRUFHPHQW#
DQG#PDQDJHPHQW#UHSRUWV#DUH#JHQHUDWHG#WR#DVVLVW#HQIRUFHPHQW#
RIILFHUV#DQG#PDQDJHUV#PRQLWRU#SURJUHVV#RI#FDVHORDG#DQG#
DFKLHYHPHQW#RI#SHUIRUPDQFH#WDUJHWV1

7KH#-,6#+-XVWLFH#,QIRUPDWLRQ#6\VWHP,/#<2$,6#+<RXQJ#
2IIHQGHUV«,QIRUPDWLRQ#6\VWHP,#DQG#WKH#0$(6#+0DLQWHQDQFH#
DQG#(QIRUFHPHQW#6\VWHP,#DUH#EHLQJ#FXUUHQWO\#UHSODFHG1#
0RQLWRULQJ#PHFKDQLVPV#DUH#SDUW#RI#WKH#V\VWHPV·#GHVLJQV1

44144; :H#UHFRPPHQGHG#WKH#&RXUW#6HUYLFHV#'LYLVLRQ#SURYLGH#
WUDLQLQJ#DQG#SURFHGXUDO#GLUHFWLRQ#WR#WKH#ERRNNHHSHUV#DQG#
55; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
HQIRUFHPHQW#RIILFHUV#LQ#WKH#UHJLRQV1#7KH#QHZ#SROLF\#DQG#SURFHGXUHV#
PDQXDO#VKRXOG#EH#LPSOHPHQWHG#DW#WKH#VDPH#WLPH1

44144< 7KH#'HSDUWPHQW#UHVSRQGHG=

7UDLQLQJ#VHVVLRQV#ZHUH#KHOG#LQ#4<<9#DQG#PDQXDOV#UHYLHZHG#
DQG#GLVWULEXWHG1#$#FDVH#PDQDJHPHQW#SURJUDP#ZDV#DOVR#
LQWURGXFHG#WR#HQIRUFHPHQW#RIILFHUV#WR#HQDEOH#WKHP#WR#WUDFN#WKH#
HQIRUFHPHQW#VWDWXV#RI#WKHLU#FDVHORDG#E\#SURGXFLQJ#FRPSXWHU#
JHQHUDWHG#HQIRUFHPHQW#UHSRUWV1

441453 :H#UHFRPPHQGHG#DOO#WUXVW#DFFRXQW#EDQN#UHFRQFLOLDWLRQV#EH#
FRPSOHWHG#DQG#PDLQWDLQHG#RQ#D#UHJXODU#EDVLV1

441454 7KH#'HSDUWPHQW#UHVSRQGHG=

5HJLRQV#FRQVROLGDWHG#EDQNV#DFFRXQWV#UHVXOWLQJ#LQ#IHZHU#EDQN#
UHFRQFLOLDWLRQV#WR#EH#FDUULHG#RXW#DQG#DOVR#UHGXFLQJ#WKH#
RSSRUWXQLW\#IRU#HUURUV1#)XUWKHUPRUH/#UHFRQFLODWLRQV#DUH#QRZ#
PXFK#VLPSOHU#LQ#WKH#)DPLO\#6XSSRUW#2UGHUV#6HUYLFH1#
5HFRQFLOLDWLRQV#DUH#QRZ#DXWRPDWHG#DQG#D#&HQWUDO#8QLW#QRZ#
KDV#WKH#UHVSRQVLELOLW\#WR#LVVXH#DOO#VXSSRUW#SD\PHQWV1

441455 :H#UHFRPPHQGHG#WKDW#LQ#RUGHU#WR#LPSURYH#WKH#HIILFLHQF\#RI#
WKH#ERRNNHHSLQJ#DQG#HQIRUFHPHQW#DFWLYLWLHV/#WKH#'HSDUWPHQW#VKRXOG#
GHYHORS#D#V\VWHP#WKDW#ZLOO#HOLPLQDWH#WKH#QHHG#IRU#GXSOLFDWLRQ#DQG#
VWUHQJWKHQ#WKH#ILQDQFLDO#FRQWUROV#LQ#)6261

441456 7KH#'HSDUWPHQW#UHVSRQGHG=

$OO#OHGJHUV#FDUGV#KDYH#EHHQ#HOLPLQDWHG#LQ#WKH#UHJLRQDO#
ERRNNHHSLQJ#RIILFHV1#7KH#0$(6#DXWRPDWHG#V\VWHP#LV#EHLQJ#
UHSODFHG#DQG#3KDVH#4#FRPSRQHQW#RI#WKH#QHZ#V\VWHP#ZLOO#EH#
RSHUDWLRQDO#E\#\HDU#HQG1#7KLV#QHZ#V\VWHP#VKRXOG#HOLPLQDWH#WKH#
QHHG#IRU#VWDII#WR#GXSOLFDWH#WKHLU#HIIRUWV#DQG#DVVLVW#LQ#
VWUHQJWKHQLQJ#WKH#ILQDQFLDO#FRQWUROV1

441457 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#GHYHORS#SURFHGXUHV#ZKLFK#
GHWHUPLQH#ZKR#LQ#HDFK#UHJLRQ#LV#UHVSRQVLEOH#IRU#IROORZ0XS#RQ#
RXWVWDQGLQJ#:DUUDQWV#DORQJ#ZLWK#UHFRPPHQGHG#IROORZ0XS#DFWLRQV1

441458 7KH#'HSDUWPHQW#UHVSRQGHG=

$Q#DOWHUQDWLYH#SURFHVV#WR#WKH#:DUUDQW#RI#&RPPLWWDO#KDV#EHHQ#
LPSOHPHQWHG#²#'HIDXOW#+HDULQJV1#3ULRU#WR#WKH#LVVXDQFH#RI#D#
ZDUUDQW#LQ#UHVSRQVH#WR#D#&ULPLQDO#&RGH#RIIHQFH/#D#GHIDXOW#
KHDULQJ#PXVW#WDNH#SODFH#WR#GHWHUPLQH#WKH#UHDVRQV#ZK\#DQ#
LQGLYLGXDO#KDV#QRW#SDLG#WKH#ILQH1#7KLV#SURFHVV#KDV#UHVXOWHG#LQ#
DQ#LQFUHDVH#LQ#SD\PHQW#RI#ILQHV#DYRLGLQJ#LVVXDQFH#RI#ZDUUDQWV1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 55<



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
441459 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRQVLGHU#PDNLQJ#LW#HDVLHU#
IRU#WKH#SXEOLF#WR#SD\#D#ILQH1

44145: 7KH#'HSDUWPHQW#UHVSRQGHG=

:LWK#WKH#UHSODFHPHQW#RI#-,6#DQG#<2$,6/#WKH#ORQJ#WHUP#SODQ#
LV#WR#GHVLJQ#LQWHUIDFHV#WR#6HUYLFH#1HZ#%UXQVZLFN#DQG#RWKHU#
SD\PHQW#RXWOHWV1#7KH#GHVLJQ#DOVR#LQFOXGHV#WKH#XVDJH#RI#GHELW#
DQG#FUHGLW#FDUGV1

44145; :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#WDNH#LPPHGLDWH#VWHSV#WR#
FROOHFW#RXWVWDQGLQJ#ILQHV1#7KH#VWHSV#WDNHQ#VKRXOG#DGGUHVV#WKH#FDXVHV#
RI#WKH#LQFUHDVH#LGHQWLILHG#LQ#WKH#YDULRXV#VWXGLHV#DQG#UHSRUWV1

44145< 7KH#'HSDUWPHQW#UHVSRQGHG=

$#SURMHFW#ZDV#XQGHUWDNHQ#LQ#4<<:#WR#FROOHFW#RXWVWDQGLQJ#ILQHV1#
7KH#SULPDU\#ILQGLQJ#RI#WKH#SURMHFW#ZDV#WKDW#WKHUH#ZHUH#PDQ\#
ILQHV#RQ#WKH#V\VWHP#IRU#ZKLFK#WLPH#KDG#DOUHDG\#EHHQ#VHUYHG1#
:RUN#FRQWLQXHV#LQ#DQ#HIIRUW#WR#LQFUHDVH#FRPSOLDQFH#RI#D#FRXUW#
RUGHU1#5HFHQWO\#PRUH#-XGJHV#RI#WKH#3URYLQFLDO#&RXUW#KDYH#
EHJXQ#FRQGXFWLQJ#GHIDXOW#KHDULQJV#LQ#FULPLQDO#PDWWHUV#LQ#
RUGHU#WR#HQIRUFH#WKHLU#RUGHUV1#7KLV#KDV#KDG#SRVLWLYH#UHVXOWV1

441463 %DVHG#RQ#RXU#4<<<#UHYLHZ/#ZH#DUH#VDWLVILHG#WKDW#WKH#'HSDUWPHQW#
LV#WDNLQJ#VWHSV#WR#LPSOHPHQW#RXU#UHFRPPHQGDWLRQV1#7KH#'HSDUWPHQW#
LQLWLDOO\#SODQQHG#WR#DGGUHVV#PDQ\#RI#RXU#UHFRPPHQGDWLRQV#WKURXJK#WKH#
1HZ#%UXQVZLFN#,QWHJUDWHG#-XVWLFH#+1%,-,#LQLWLDWLYH1#7KLV#ZDV#WR#EH#D#
´XQLIRUP/#LQWHJUDWHG#RSHUDWLRQDO#IUDPHZRUN#IRU#DGPLQLVWHULQJ#DQG#
GHOLYHULQJ#MXVWLFH#LQ#WKH#SURYLQFHµ/#WR#EH#GHYHORSHG#E\#$QGHUVHQ#
&RQVXOWLQJ#LQ#FRRSHUDWLRQ#ZLWK#WKH#'HSDUWPHQWV#RI#-XVWLFH#DQG#WKH#
6ROLFLWRU#*HQHUDO1#7KLV#DUUDQJHPHQW#ZDV#WHUPLQDWHG#LQ#4<<:#+VHH#
FRPPHQWV#LQ#RXU#4<<;#5HSRUW,/#DQG#WKH#'HSDUWPHQW#WKHQ#KDG#WR#
LPSOHPHQW#DOWHUQDWLYH#VROXWLRQV1#,Q#WKH#FLUFXPVWDQFHV/#LW#LV#
XQGHUVWDQGDEOH#WKDW#SURJUHVV#LQ#VRPH#DUHDV#KDV#EHHQ#VORZ1

441464 7KHVH#UHFRPPHQGDWLRQV#ZHUH#ILUVW#LQFOXGHG#LQ#RXU#4<<8#5HSRUW1#
6LQFH#IRXU#\HDUV#KDYH#SDVVHG/#LQ#DFFRUGDQFH#ZLWK#RXU#SROLF\#ZH#ZLOO#QR#
ORQJHU#EH#WUDFNLQJ#WKHLU#VWDWXV1

'HSDUWPHQW#RI#1DWXUDO#
5HVRXUFHV#DQG#(QHUJ\

441465 ,Q#RXU#4<<:#5HSRUW/#ZH#PDGH#HLJKW#UHFRPPHQGDWLRQV#DV#D#UHVXOW#
RI#DQ#DXGLW#RI#UHYHQXHV#UHFHLYHG#XQGHU#WKH#0HWDOOLF#0LQHUDOV#7D[#$FW#DQG#
UR\DOWLHV#SHUWDLQLQJ#WR#SRWDVK#PLQLQJ1

441466 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#FRQWLQXH#LWV#HIIRUWV#WR#
LPSURYH#WKH#0HWDOOLF#0LQHUDOV#7D[#VXEPLVVLRQ#IRUPV#DQG#HQVXUH#WKH#
5HJXODWLRQV#DUH#UHYLVHG#DV#DSSURSULDWH1#
563 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
441467 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#'HSDUWPHQW#LV#LQ#DJUHHPHQW#ZLWK#WKLV#UHFRPPHQGDWLRQ1#
7KH#'HSDUWPHQW#ZLOO#FRQWLQXH#LWV#HIIRUWV#WR#LPSURYH#WKH#
0HWDOOLF#0LQHUDOV#7D[#VXEPLVVLRQ#IRUPV#DQG#WKLV#FRQWLQXLQJ#
SURMHFW#ZLOO#UHVXOW#LQ#WKH#LQFRUSRUDWLRQ#RI#WKH#HOHFWURQLF#YHUVLRQ#
RI#WKH#IRUPV#LQ#WKH#5HJXODWLRQV1#

7KH#'HSDUWPHQW#LV#FXUUHQWO\#UHYLHZLQJ#WKH#0HWDOOLF#0LQHUDOV#
7D[#$FW#+007$,#DQG#UHJXODWLRQV#DQG#WKHVH#FKDQJHV#ZLOO#EH#
FRPSOHWHG#E\#0DUFK#4<<;#WR#EH#LQFRUSRUDWHG#LQ#WKH#OHJLVODWLYH#
SDFNDJH#IRU#WKH#IDOO#VHVVLRQ#LQ#4<<;1#

441468 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#DPHQG#WKH#007$#WR#
LQFOXGH#D#UHTXLUHPHQW#WKDW#WKH#WD[SD\HU#SURYLGH#DQ#DXGLWHG#
VWDWHPHQW#RI#LWV#RSHUDWLRQV#LQ#1HZ#%UXQVZLFN#RU#DQ#DXGLW#RSLQLRQ#RQ#
D#VWDWHPHQW#RI#WD[HV#SD\DEOH#XQGHU#WKH#007$1#

441469 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

:H#DJUHH#DQG#ZLOO#WDNH#VWHSV#WR#LQFOXGH#WKH#UHTXLUHPHQW#LQ#WKH#
IRUWKFRPLQJ#OHJLVODWLYH#SDFNDJH#WR#EH#FRPSOHWHG#E\#0DUFK#
4<<;1#

44146: :H#UHFRPPHQGHG#WKH#007$#EH#DPHQGHG#WR#LQGLFDWH#WKH#
EDVLV#RI#DFFRXQWLQJ#LV#*HQHUDOO\#$FFHSWHG#$FFRXQWLQJ#3ULQFLSOHV1#

44146; 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

:H#DJUHH#DQG#D#UHIHUHQFH#WR#*HQHUDOO\#$FFHSWHG#$FFRXQWLQJ#
3ULQFLSOHV#ZLOO#EH#LQFRUSRUDWHG#LQ#WKH#OHJLVODWLYH#SDFNDJH#WR#
EH#FRPSOHWHG#E\#0DUFK#4<<;1#

44146< :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#ILQDOL]H#WKH#UHYLVHG#
XQVLJQHG#SRWDVK#OHDVHV1#

441473 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

:H#DUH#LQ#DJUHHPHQW#ZLWK#WKLV#UHFRPPHQGDWLRQ#DQG#ZH#DUH#
ZRUNLQJ#RQ#ILQDOL]LQJ#WKH#OHDVHV#LQ#FRQMXQFWLRQ#ZLWK#RXU#
VROLFLWRU#DW#WKH#'HSDUWPHQW#RI#-XVWLFH1#7KHVH#QHJRWLDWLRQV#DUH#
FRPSOH[#DQG#WLPH#FRQVXPLQJ#WKHUHIRUH#ZH#DUH#WDUJHWLQJ#D#WLPH#
IUDPH#RI#WKUHH#WR#VL[#PRQWKV#WR#FRPSOHWH#WKLV#H[HUFLVH#+L1H1#E\#
0DUFK#64/#4<<;,1

441474 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#HQVXUH#ERWK#SURGXFHUV#
FRPSXWH#UR\DOWLHV#RQ#WKH#EDVLV#RI#WKH#VLJQHG#OHDVHV1#

441475 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

<RXU#UHFRPPHQGDWLRQ#LV#QRWHG#DQG#VWHSV#DUH#EHLQJ#WDNHQ#WR#
HQVXUH#ERWK#FRPSDQLHV#FRPSO\#ZLWK#WKH#H[LVWLQJ#OHDVHV#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 564



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
QRWZLWKVWDQGLQJ#WKH#FXUUHQW#QHJRWLDWLRQV1#+RZHYHU#ZH#GR#QRWH#
WKDW#ZLWK#WKH#TXDUWHUO\#EDVLV#RI#UHSRUWLQJ#YHUVXV#PRQWKO\/#
EHFDXVH#RI#WKH#IOXFWXDWLRQV#LQ#VHOOLQJ#SULFH#DQG#SURGXFWLRQ/#
WKDW#WKHUH#ZRXOG#EH#DQ#RSSRUWXQLW\#FRVW#LQ#WKH#DPRXQW#RI#
DSSUR[LPDWHO\#'5;3/333#ZKLFK#RSHUDWHV#LQ#WKH#3URYLQFH·V#
IDYRXU1#7KLV#ILJXUH#LV#EDVHG#RQ#LQIRUPDWLRQ#VXSSOLHG#E\#WKH#
FRPSDQ\#IRU#WKH#SHULRG#RI#-XO\#4<<8#WR#0DUFK#4<<:1#

441476 :H#UHFRPPHQGHG#WKDW#ZKHQ#WKH#SUHVHQW#OHDVHV#H[SLUH/#WKH#
'HSDUWPHQW#LPSURYH#FDVK#IORZ#E\#UHTXHVWLQJ#PRQWKO\#UHPLWWDQFHV#
IURP#SRWDVK#SURGXFHUV1#

441477 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

<RXU#UHFRPPHQGDWLRQ#LV#QRWHG#DQG#ZLOO#EH#UHYLHZHG#E\#ERWK#
SDUWLHV#GXULQJ#WKH#QHJRWLDWLRQV#IRU#UHQHZDO#RI#WKH#OHDVHV#LQ#
53341#

441478 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#GHYHORS#DQ#DQDO\VLV#RI#WKH#
YDULRXV#UR\DOW\#DOWHUQDWLYHV#SULRU#WR#WKH#0LQLVWHU·V#RSWLRQ#WR#
XQLODWHUDOO\#FKDQJH#WKH#UR\DOW\#LQ#53351#:H#UHFRPPHQGHG#WKDW#D#
UR\DOW\#EDVHG#RQ#SURGXFWLRQ#EH#RQH#RI#WKH#DOWHUQDWLYHV1#

441479 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

<RXU#UHFRPPHQGDWLRQ#LV#QRWHG#DQG#ZH#DJUHH#WKDW#DOWHUQDWLYHV#
IRU#UR\DOW\#GHWHUPLQDWLRQ#ZLOO#EH#H[SORUHG#LQ#DGYDQFH#RI#WKH#
UHQHZDO#RI#WKH#OHDVHV#LQ#WKH#\HDU#53341#

44147: :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#LPSURYH#LWV#DSSURDFK#WR#
WKH#DXGLWV#RI#SRWDVK#SURGXFHUV1#

44147; 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

:H#DJUHH#ZLWK#WKLV#UHFRPPHQGDWLRQ#DQG#KDYH#MXVW#UHFHQWO\#
GHYHORSHG#DQG#FDUULHG#RXW#D#VLJQLILFDQWO\#VWUHQJWKHQHG#DXGLW#
DSSURDFK#WR#SRWDVK#DXGLWV#ZKLFK#DGGUHVVHG#\RXU#
UHFRPPHQGDWLRQ#IRU#D#PRUH#IRUPDO#GRFXPHQWDWLRQ#RI#WKH#
SODQQLQJ/#FRQGXFW#DQG#UHSRUWLQJ#RI#WKH#DXGLW1#

44147< %DVHG#RQ#RXU#4<<<#UHYLHZ/#ZH#DUH#VDWLVILHG#WKDW#WKH#'HSDUWPHQW#
LV#WDNLQJ#VWHSV#WR#LPSOHPHQW#RXU#UHFRPPHQGDWLRQV1#+RZHYHU/#SURJUHVV#
KDV#EHHQ#VORZHU#WKDQ#DQWLFLSDWHG1

441483 3URSRVHG#FKDQJHV#WR#WKH#0HWDOOLF#0LQHUDOV#7D[#$FW#KDYH#QRW#\HW#
EHHQ#VXEPLWWHG#WR#WKH#/HJLVODWLYH#$VVHPEO\1#$QG#DOWKRXJK#WKHUH#LV#QRZ#
RQO\#RQH#SRWDVK#SURGXFHU#LQ#WKH#3URYLQFH/#WKH#'HSDUWPHQW#KDV#VWLOO#QRW#
ILQDOL]HG#WKH#UHYLVHG#XQVLJQHG#SRWDVK#OHDVH1
565 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
'HSDUWPHQW#RI#6XSSO\#
DQG#6HUYLFHV

441484 ,Q#RXU#4<<:#5HSRUW/#ZH#PDGH#ILYH#UHFRPPHQGDWLRQV#DV#D#UHVXOW#
RI#DQ#DXGLW#RI#WKH#JRYHUQPHQW·V#GHFLVLRQ#WR#SULYDWL]H#LWV#GDWD#SURFHVVLQJ#
IDFLOLW\1

441485 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#
HQVXUH#WKH#&RQVRUWLXP#EULQJ#WKH#'DWD#&HQWUH#LQ#OLQH#ZLWK#FRQWURO#
UHTXLUHPHQWV#VHW#RXW#LQ#WKH#FKDUWHUHG#DFFRXQWDQWV·#UHSRUW1#

441486 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#&RQVRUWLXP/#LQ#FRQVXOWDWLRQ#ZLWK#WKLV#GHSDUWPHQW/#LV#
DGGUHVVLQJ#WKH#LVVXHV#LGHQWLILHG#IRU#LPSURYHPHQW1#7KH#7766#
VHFXULW\#SURWRFRO#UHSODFHPHQW#LV#D#YHU\#FRVWO\#XQGHUWDNLQJ#WR#
JRYHUQPHQW#DV#PDMRU#PRGLILFDWLRQV#DUH#UHTXLUHG#WR#D#ODUJH#
VXLWH#RI#FXVWRPL]HG#DSSOLFDWLRQV1#7KHVH#FKDQJHV#DUH#EHLQJ#
PDGH#DV#V\VWHPV#DUH#UHSODFHG#DQG#DV#DSSOLFDWLRQV#VXSSRUW#
EXGJHWV#SHUPLW1#7KH#SDFH#RI#UHDFKLQJ#WKH#UHTXLUHPHQW#LV#
KHDYLO\#GHSHQGHQW#RQ#EXGJHW#DYDLODEOH#IRU#WKLV#SULRULW\#ZLWK#
UHVSHFW#WR#WKH#7766#UHSODFHPHQW1#

441487 :H#UHFRPPHQGHG#WKDW#WKH#UHOHYDQW#VHFWLRQ#RI#WKH#DJUHHPHQW#
EH#FODULILHG#VR#WKDW#DSSURSULDWH#ILQDQFLDO#LQIRUPDWLRQ#FDQ#EH#
REWDLQHG#IURP#WKH#&RQVRUWLXP#SDUWQHUV1#

441488 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

11111WKH#SXUSRVH#RI#WKLV#VHFWLRQ#ZDV#WR#HQVXUH#ZH#ZRXOG#
DQQXDOO\#KDYH#HYLGHQFH#RI#WKH#VROYHQF\#RI#WKH#&RQVRUWLXP#
FRPSDQLHV1#,W#LV#QRW#FOHDU11111WKDW#WKLV#LV#LQ#IDFW#ZKDW#LV#
UHTXHVWHG#DQG#ZKHWKHU#DQ#$XGLWRU·V#5HSRUW/#QRW#D#ILQDQFLDO#
VWDWHPHQW/#LV#WKH#UHTXLUHPHQW1#,Q#DQ\#FDVH#ZH#ZRXOG#QRW#H[SHFW#
DQ\#´PDQDJHPHQW#OHWWHUVµ#XQOHVV#WKH#H[WHUQDO#DXGLWRU#IRXQG#
GLVFUHSDQFLHV1#,Q#WKH#FDVH#RI#'DWDFRU2,60#WKH\#GLG#VXEPLW#D#
OHWWHU#WKDW#EDVLFDOO\#WHVWLILHG#WKDW#WKH#DXGLW#KDG#EHHQ#GRQH1#,Q#
WKH#FDVH#RI#8QLV\V/#WKH\#UHSOLHG#ZLWK#DQ#$QQXDO#5HSRUW#VWDWLQJ#
WKDW#´8QLV\V#&DQDGD#,QF1#GRHV#QRW#FRPSOHWH#H[WHUQDO#DXGLWV#
RQ#WKHLU#ILQDQFLDO#VWDWHPHQWVµ1#$V#\RX#NQRZ#KRZHYHU#WKH#8161#
SDUHQW#LV#D#SXEOLFO\#WUDGHG#FRPSDQ\/#DQG#WKHLU#ILQDQFLDO#
SRVLWLRQ#ZDV#LQYHVWLJDWHG#ZKHQ#WKH#FOHDU#SDWK#WHFKQRORJ\#ZDV#
DFTXLUHG#LQ#4<<90<:1#7KH#FRQWUDFW#DOORZV#IRU#D#́ UHSRUW#RQ#WKH#
ILQDQFLDO#VWDWHPHQWµ#QRW#DXGLWHG#ILQDQFLDO#VWDWHPHQWV1#
3HUKDSV#WKH#H[WHUQDO#DXGLW#UHSRUW#IURP#'DWDFRU2,60#VKRXOG#
EH#PRUH#GHWDLOHG1#8QLV\V/#FOHDUO\#KDV#QRW#DWWHPSWHG#WR#IXOILO#
WKHLU#UHTXLUHPHQW#KHUH#XQOHVV#RQH#DFFHSWV#WKH#$QQXDO#5HSRUW#
DV#HYLGHQFH#RI#VROYHQF\1#

,W#VKRXOG#DOVR#EH#QRWHG#WKDW#WKH#3URYLQFH#KDV#H[WHQVLYH#ULJKW#
WR#DXGLW#XQGHU#7145+D,#RQ#D#FRQILGHQWLDO/#QRQ0GLVFORVXUH#EDVLV#
DOO#´ERRNV/#UHFRUGV/#GRFXPHQWV#DQG#RWKHU#HYLGHQFH1111µ1#
7KHUH#KDV#QRW#EHHQ#DQ\#HYLGHQFH#WKDW#ILQDQFLDO#SUREOHPV/#LQ#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 566



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
HLWKHU#SDUWQHU/#KDV#LPSDFWHG#RQ#WKH#SHUIRUPDQFH#RI#WKH#
FRQWUDFW#VR#QR#DXGLW#KDV#EHHQ#LQLWLDWHG#E\#RXUVHOYHV1

441489 :H#UHFRPPHQGHG#WKDW#WKH#'HSDUWPHQW#DQDO\VH#WKH#UHVXOWV#RI#
WKH#YDOXH#DVVXUDQFH#VWXG\/#GRFXPHQW#WKH#UHVXOWV/#PDNH#
UHFRPPHQGDWLRQV#IRU#FKDQJH#ZKHUH#DSSURSULDWH#DQG#SUHSDUH#DQ#
DSSURSULDWH#DFWLRQ#SODQ1

44148: 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#'HSDUWPHQW#KDV#GRQH#WKLV1#7KH#UHVXOWV#RI#WKLV#VWXG\#ZHUH#
UHYLHZHG#E\#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#+'66,#
&RQWUDFW#0DQDJHPHQW#DQG#FRPPXQLFDWHG#WR#WKH#
'HSDUWPHQWV1#7KH#'HSDUWPHQWDO#FRQWUDFW#DGYLVRU\#FRPPLWWHH#
+'&:*,#ZDV#JLYHQ#WKH#UHSRUW#DQG#LW#ZDV#GLVFXVVHG#DQG#
DFFHSWHG#DW#WKHLU#54#0DUFK#4<<:#PHHWLQJ1

44148; :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#UHYLHZ#WKH#FRVW#DOORFDWLRQ#
PRGHO#FXUUHQWO\#LQ#SODFH#DQG#JLYH#FRQVLGHUDWLRQ#WR#VXJJHVWLRQV#SXW#
IRUZDUG#E\#WKH#XVHU#JURXS1#

44148< 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KLV#LV#LQ#SURFHVV1#3ULQFLSOHV#KDYH#DOUHDG\#EHHQ#GLVFXVVHG#ZLWK#
WKH#,766&1#6RPH#GHWDLO#LVVXHV#UHPDLQ#EXW#ZH#DUH#LQ#WKH#SURFHVV#
RI#FRPLQJ#XS#ZLWK#D#UHFRPPHQGDWLRQ1#:H#DUH#YHU\#FRJQL]DQW#
RI#WKH#LVVXH#RI#´SD\LQJ#WZLFH#IRU#WKH#VDPH#VHUYLFHµ1#(DFK#
VHUYLFH#LQFOXGLQJ#WKH#PDLQIUDPH#LV#SULFHG#VHSDUDWHO\#DQG#FDUH#
LV#WDNHQ#ZLWK#HDFK#QHZ#RUGHU#WR#HQVXUH#WKH#SULFH#UHIOHFWV#
FRPSHWLWLYH#PDUNHW#UDWHV1#$V#GHSDUWPHQWV#PLJUDWH#RII#WKH#
PDLQIUDPH#WKHUH#PD\#EH#DQ#LVVXH#RI#WKH#UHPDLQLQJ#GHSDUWPHQWV#
KDYLQJ#WR#FRYHU#WKH#SULFH#RI#WKH#PDLQIUDPH#EXW#WKLV#LV#QRZ#EHLQJ#
ZDWFKHG#WR#HQVXUH#GHFLVLRQV#DFFRXQW#IRU#VXQN#FRVWV#DQG#YDOXH#
IRU#PRQH\1#7KLV#LV#D#JRYHUQPHQW#SUREOHP#DQG#LV#EHLQJ#
DGGUHVVHG#WKURXJK#FROOHFWLYH#SODQQLQJ1#$#FRVW#DOORFDWLRQ#
PRGHO#LV#XQGHU#UHYLHZ#DQG#ZLOO#VKRUWO\#EH#WDNHQ#WR#WKH#
JRYHUQPHQW#E\#'66#IRU#UDWLILFDWLRQ1#

441493 :H#UHFRPPHQGHG#WKH#'HSDUWPHQW#RI#6XSSO\#DQG#6HUYLFHV#
WDNH#DGYDQWDJH#RI#SURYLVLRQV#RI#WKH#DJUHHPHQW#WKDW#WUDQVIHU#XS#WR#
48(#RI#WKH#PDLQIUDPH#SHUVRQQHO#UHVRXUFH#FRVWV#DQQXDOO\#IURP#
PDLQIUDPH#WR#FOLHQW#VHUYHU#HQYLURQPHQWV#RU#UH0QHJRWLDWH#WKLV#SDUW#RI#
WKH#DJUHHPHQW#LI#QHFHVVDU\1#

441494 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#JRYHUQPHQW#XVDJH#RI#WKH#PDLQIUDPH#KDV#FRQWLQXHG#WR#
LQFUHDVH#VLQFH#WKH#&RQVRUWLXP#KDV#DVVXPHG#LWV#RSHUDWLRQ1#$V#
+DQG#ZKHQ,#WKLV#XWLOL]DWLRQ#GHFUHDVHV#WKH#&RQWUDFW#
0DQDJHPHQW#ZLOO#GLOLJHQWO\#SXUVXH#WKH#UHDOORFDWLRQ#EHQHILWV1
567 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#44 )ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN
441495 %DVHG#RQ#RXU#4<<<#UHYLHZ/#ZH#DUH#VDWLVILHG#WKDW#WKH#'HSDUWPHQW#
LV#WDNLQJ#VWHSV#WR#LPSOHPHQW#RXU#UHFRPPHQGDWLRQV1#+RZHYHU/#RQO\#RQH#
RI#WKH#UHFRPPHQGDWLRQV#KDV#EHHQ#IXOO\#LPSOHPHQWHG#WR#GDWH1#:H#ZLOO#
FRQWLQXH#WR#PRQLWRU#SURJUHVV#WRZDUGV#LPSOHPHQWDWLRQ#RI#WKH#UHPDLQLQJ#
UHFRPPHQGDWLRQV1

441496 ,W#VKRXOG#EH#QRWHG#WKDW#WKH#PDNH0XS#RI#WKH#&RQVRUWLXP#RSHUDWLQJ#
WKH#3URYLQFH·V#'DWD#&HQWUH#KDV#FKDQJHG1#,W#QRZ#FRQVLVWV#RI#8QLV\V#
&DQDGD#,QF1#DQG#0,7,#,QIRUPDWLRQ#7HFKQRORJ\#,QF1

'HSDUWPHQW#RI#
7UDQVSRUWDWLRQ

9HKLFOH#0DQDJHPHQW#$JHQF\

441497 ,Q#RXU#4<<9#5HSRUW/#ZH#PDGH#IRXU#UHFRPPHQGDWLRQV#DV#D#UHVXOW#
RI#DQ#DXGLW#RI#WKH#9HKLFOH#0DQDJHPHQW#$JHQF\1#7KH#$JHQF\#LV#D#6SHFLDO#
2SHUDWLQJ#$JHQF\#FUHDWHG#WR#PDQDJH#WKH#IOHHW#RI#JRYHUQPHQW#YHKLFOHV1

441498 :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#PRQWKO\#YHKLFOH#XVDJH#
UHSRUWV#DUH#VXEPLWWHG#RQ#WLPH#IRU#DOO#YHKLFOHV/#LQFOXGLQJ#WKRVH#
DVVLJQHG#WR#H[HFXWLYHV1

441499 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=#

5HSRUWLQJ#RI#PRQWKO\#XVDJHV#IRU#H[HFXWLYH#YHKLFOHV#LV#QRW#
UHTXLUHG#IRU#ELOOLQJ#SXUSRVHV/#VLQFH#H[HFXWLYH#YHKLFOHV#DUH#RQO\#
FKDUJHG#D#IL[HG#FRVW#SHU#PRQWK1#+RZHYHU/#WKH#$JHQF\#ZLOO#
ZRUN#WRZDUG#UHFHLYLQJ#FRPSOHWH#PRQWKO\#XVDJH#UHSRUWV#IRU#DOO#
H[HFXWLYH#YHKLFOHV1

44149: :H#UHFRPPHQGHG#WKH#$JHQF\#HQVXUH#WKH#UHSRUWV#IRU#
PRQLWRULQJ#IXHO#DUH#XVHG#IRU#WKH#SXUSRVH#LQWHQGHG1

44149; 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KHUH#DUH#D#QXPEHU#RI#UHSRUWV#GHVLJQHG#WR#PRQLWRU#IXHO#
FRQVXPSWLRQ1#0RVW#RI#WKHVH#UHSRUWV#KDYH#QRW#EHHQ#SHUIHFWHG#
WR#HQDEOH#GHWHFWLRQ#RI#WKH#LQFRQVLVWHQFLHV#WKH\#ZHUH#LQWHQGHG#
WR#KLJKOLJKW1#7KH#FOLHQW#GHSDUWPHQWV#DOVR#KDYH#VRPH#
UHVSRQVLELOLW\#WR#PRQLWRU#WKHLU#RZQ#GULYHUV·#IXHO#XVDJH1#:H#
DJUHH#ZLWK#WKH#JHQHUDO#GLUHFWLRQ#DQG#DUH#ZRUNLQJ#RQ#PDNLQJ#
FKDQJHV#WR#LPSURYH#WKH#H[FHSWLRQ#UHSRUWV#JHQHUDWHG#DQG#WR#
IROORZ0XS#RQ#WKHVH#UHSRUWV1

44149< :H#UHFRPPHQGHG#WKH#$JHQF\#SURSHUO\#PRQLWRU#FUHGLW#FDUG#
WUDQVDFWLRQV1

4414:3 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

:H#DJUHH#ZLWK#WKH#UHFRPPHQGDWLRQ1#6WDIILQJ#SUREOHPV#DQG#WKH#
RQJRLQJ#HQKDQFHPHQWV#WR#WKH#)OHHW#0DQDJHPHQW#6\VWHP#KDYH#
FDXVHG#GHOD\V#LQ#FRPPHQFLQJ#WKLV#DFWLYLW\1#:H#SODQ#WR#PHHW#
WKH#FRPPLWPHQW#WR#DXGLW#FUHGLW#FDUG#WUDQVDFWLRQV#LQ#WKH#QHDU#
IXWXUH1
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 568



)ROORZ0XS#RQ#3ULRU#<HDUV·#$XGLW#:RUN &KDSWHU#44
4414:4 :H#UHFRPPHQGHG#WKH#$JHQF\#UH0HYDOXDWH#WZR#UHYLHZ#
SURFHVVHV/#DQG#WKH#QHFHVVLW\#WR#ID[#UHSRUWV#IURP#HDFK#'LVWULFW/#HDFK#
GD\1

4414:5 7KH#'HSDUWPHQW#UHVSRQGHG#DW#WKH#WLPH=

7KH#$)6#GRHV#QRW#FXUUHQWO\#SURYLGH#DOO#WKH#LQIRUPDWLRQ#
UHFRUGHG#RQ#WKH#PDQXDO#OHGJHUV#LQ#D#IRUPDW#VXLWDEOH#IRU#
SHUIRUPLQJ#UHTXLUHG#UHFRQFLOLDWLRQV1#7KH#$JHQF\#LV#SUHVHQWO\#
ZRUNLQJ#RQ#DQ#HQKDQFHPHQW#WR#WKH#$)6#ZKLFK#ZLOO#HOLPLQDWH#
WKH#UHTXLUHPHQW#IRU#WKHVH#PDQXDO#OHGJHUV1

:KHQ#WKH#$)6#ZDV#ILUVW#LQVWDOOHG/#FHQWUDO#RIILFH#ZDV#UHTXLUHG#
WR#PRQLWRU#WKHVH#UHSRUWV#FORVHO\#DQG#SURYLGH#DGYLFH#RQ#
FRUUHFWLYH#DFWLRQ1#6LQFH#GLVWULFW#VWDII#DUH#QRZ#EHWWHU#WUDLQHG/#
WKH#$JHQF\#ZLOO#VWRS#WKH#UHTXLUHPHQW#WR#ID[#UHSRUWV#GDLO\1#:H#
ZLOO#UHDVVHVV#WKLV#SUDFWLFH#VKRXOG#SUREOHPV#UHFXU#LQ#WKLV#DUHD1

4414:6 6XEVHTXHQW#WR#RXU#DXGLW/#WKH#$JHQF\#KDV#LPSOHPHQWHG#D#QHZ#
)OHHW#0DQDJHPHQW#6\VWHP#DQG#KDV#HQKDQFHG#LWV#$XWRPDWHG#)XHO#6\VWHP1#
%DVHG#RQ#RXU#4<<<#UHYLHZ/#ZH#DUH#VDWLVILHG#WKDW#WKH#$JHQF\#KDV#
LPSOHPHQWHG#RXU#UHFRPPHQGDWLRQV1
569 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



#&KDSWHU#45
2IILFH#RI#WKH#$XGLWRU#*HQHUDO

&RQWHQWV

%DFNJURXQG 1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #56<

2IILFH#5ROH#DQG#5HOHYDQFH#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #56<

3HUIRUPDQFH#,QGLFDWRUV #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #573

)LQDQFLDO#,QIRUPDWLRQ #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #576

6WDII#5HVRXUFHV #1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1#1 #577



&KDSWHU#45 2IILFH#RI#WKH#$XGLWRU#*HQHUDO

#2IILFH#RI#WKH#$XGLWRU#*HQHUDO
%DFNJURXQG 4514 ,Q#UHFHQW#\HDUV/#RXU#5HSRUWV#KDYH#FRQWDLQHG#D#FKHFNOLVW#UHODWLQJ#
WR#RXU#DVVHVVPHQW#RI#RXU#FRPSOLDQFH#ZLWK#WKH#$QQXDO#5HSRUW#3ROLF\#RI#
JRYHUQPHQW1#$#FRPSDUDWLYH#YHUVLRQ#IRU#4<<<#LV#SUHVHQWHG#EHORZ1

4515 ,W#LV#RXU#LQWHQWLRQ#WR#FRQWLQXDOO\#LPSURYH#WKH#LQIRUPDWLRQ#
DYDLODEOH#LQ#RXU#DQQXDO#5HSRUW#RQ#WKH#SHUIRUPDQFH#RI#RXU#2IILFH1#

([KLELW#4514
6HOI#DVVHVVPHQW#FKHFNOLVW

2IILFH#5ROH#DQG#
5HOHYDQFH

2XU#UROH

4516 2XU#UROH#ZLWKLQ#WKH#SURYLQFLDO#SXEOLF#VHUYLFH#LV#XQLTXH1#:H#DUH#
LQGHSHQGHQW#RI#WKH#JRYHUQPHQW#RI#WKH#GD\#DQG#SURYLGH#LQIRUPDWLRQ#
GLUHFWO\#WR#WKH#/HJLVODWLYH#$VVHPEO\1#7KH#/HJLVODWLYH#$VVHPEO\#XVHV#RXU#
LQIRUPDWLRQ#WR#KHOS#IXOILO#LWV#UROH#RI#KROGLQJ#WKH#JRYHUQPHQW#DFFRXQWDEOH#
IRU#KRZ#SXEOLF#PRQLHV#DUH#PDQDJHG1#:H#DOVR#DVVLVW#JRYHUQPHQW#E\#
SURYLGLQJ#UHFRPPHQGDWLRQV#WR#VHQLRU#RIILFLDOV#RI#WKH#GHSDUWPHQWV#DQG#
DJHQFLHV#ZH#DXGLW1

2XU#YLVLRQ 4517 :H#DUH#FRPPLWWHG#WR#PDNLQJ#D#GLIIHUHQFH#IRU#WKH#SHRSOH#RI#
1HZ#%UXQVZLFN#E\#SURPRWLQJ/#LQ#DOO#RXU#ZRUN#IRU#WKH#/HJLVODWLYH#
$VVHPEO\/#SURGXFWLYH/#RSHQ#DQG#DQVZHUDEOH#JRYHUQPHQW1

2XU#PLVVLRQ 4518 :H#SURPRWH#DFFRXQWDELOLW\#E\#SURYLGLQJ#REMHFWLYH#
LQIRUPDWLRQ#WR#WKH#SHRSOH#RI#1HZ#%UXQVZLFN#WKURXJK#WKH#/HJLVODWLYH#
$VVHPEO\1

2XU#YDOXHV 4519 2XU#YDOXHV#LPSDFW#RXU#SHUIRUPDQFH1#:H#DUH#FRPPLWWHG#WR=

• ,QGHSHQGHQFH#DQG#REMHFWLYLW\#0#%HLQJ#LQGHSHQGHQW#DQG#REMHFWLYH/#LQ#
IDFW#DQG#DSSHDUDQFH1

• $FFRXQWDELOLW\#0#%HLQJ#DFFRXQWDEOH#RXUVHOYHV/#DQG#SURPRWLQJ#
DFFRXQWDELOLW\#WKURXJK#H[DPSOH#DQG#UHSRUWLQJ1#,Q#GRLQJ#VR/#ZH#VWULYH#
WR#EH#D#NH\#LQIOXHQFH#IRU#HIIHFWLYH#JRYHUQPHQW1

4<<< 4<<;

:DV#D#UHSRUW#SUHSDUHG" ##<HV <HV
,V#WKHUH#D#GLVFXVVLRQ#RI#SURJUDP#UHOHYDQFH" ##<HV <HV
$UH#JRDOV#DQG#REMHFWLYHV#VWDWHG" ##<HV <HV
'RHV#WKH#UHSRUW#GLVFXVV#DFKLHYHPHQW#RI#SODQV" ##<HV <HV
$UH#SHUIRUPDQFH#LQGLFDWRUV#SUHVHQWHG" ##<HV <HV
$UH#GHWDLOV#DYDLODEOH#RQ#OHYHO#RI#FOLHQW#DFFHSWDQFH# ##<HV <HV
,V#DFWXDO#DQG#EXGJHW#ILQDQFLDO#LQIRUPDWLRQ#SUHVHQWH ##<HV <HV
'RHV#WKH#UHSRUW#H[SODLQ#YDULDQFHV#IURP#EXGJHW" ##<HV <HV
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 56<



2IILFH#RI#WKH#$XGLWRU#*HQHUDO &KDSWHU#45
• $GGLQJ#YDOXH#0#)RFXVLQJ#RXU#UHVRXUFHV#RQ#DUHDV#RI#JRYHUQPHQW#
ZKHUH#YDOXH#FDQ#EH#DGGHG1

• /HDUQLQJ#0#(QKDQFLQJ#TXDOLW\#E\#SODFLQJ#HPSKDVLV#RQ#VWDII#OHDUQLQJ#
DQG#GHYHORSPHQW1

• ,PSURYHPHQW#0#,PSURYLQJ#RXU#ZRUN#WKURXJK#LQQRYDWLYH#WKLQNLQJ#DQG#
WKH#XVH#RI#WHFKQRORJ\1

• )DLUQHVV#DQG#UHVSHFW#0#'HYHORSLQJ#DQG#PDLQWDLQLQJ#SURIHVVLRQDO#
UHODWLRQVKLSV#E\#WUHDWLQJ#RXU#RZQ#VWDII#DQG#WKRVH#ZH#FRQWDFW#ZLWK#
IDLUQHVV#DQG#UHVSHFW1

2IILFH#UHOHYDQFH 451: 2XU#4<<;#5HSRUW#JHQHUDWHG#VLJQLILFDQW#LQWHUHVW1#2YHU#VL[#
KXQGUHG#FRSLHV#ZHUH#SULQWHG#DQG#GLVWULEXWHG1#$FFHVV#WR#RXU#5HSRUW#LV#
DOVR#DYDLODEOH#WKURXJK#WKH#,QWHUQHW1#'LVFXVVLRQV#RI#RXU#ILQGLQJV#LQ#WKH#
/HJLVODWLYH#$VVHPEO\#DQG#WKH#3XEOLF#$FFRXQWV#DQG#&URZQ#&RUSRUDWLRQV#
&RPPLWWHHV#DUH#HYLGHQFH#RI#WKH#FRQWLQXLQJ#UHOHYDQFH#RI#RXU#ZRUN1

451; (DFK#\HDU#ZH#LQFOXGH#LQ#RXU#5HSRUW#PDWWHUV#WKDW#ZH#EHOLHYH#DUH#
VLJQLILFDQW#WR#WKH#/HJLVODWLYH#$VVHPEO\#DQG#WKH#SXEOLF1#7KHVH#LQFOXGH#RXU#
ILQGLQJV/#FRQFOXVLRQV#DQG#UHFRPPHQGDWLRQV#DULVLQJ#RXW#RI#RXU#DXGLW#
ZRUN#GXULQJ#WKH#\HDU1#

451< 2XU#VHUYLFH#DOVR#LQFOXGHV#VHSDUDWH#DXGLW#FRQFOXVLRQV#RQ#WKH#
UHOLDELOLW\#RI#ILQDQFLDO#VWDWHPHQWV1#7KHVH#FRQFOXVLRQV#+DXGLWRU·V#UHSRUWV,#
DUH#SURYLGHG#WR#WKH#/HJLVODWLYH#$VVHPEO\#ZLWK#WKH#ILQDQFLDO#VWDWHPHQWV#
IRU#WKH#3URYLQFH#DV#ZHOO#DV#WKH#$JHQFLHV#DQG#7UXVWV#WKDW#ZH#DXGLW1

45143 :H#VHH#RXU#ZRUN#UHPDLQLQJ#UHOHYDQW#DQG#FRQWULEXWLQJ#WR=

• SXEOLF#FRQILGHQFH#LQ#RXU#V\VWHP#RI#JRYHUQPHQW>

• WKH#/HJLVODWLYH#$VVHPEO\·V#DELOLW\#WR#FDUU\#RXW#LWV#UHVSRQVLELOLW\#RI#
KROGLQJ#WKH#JRYHUQPHQW#WR#DFFRXQW>#DQG

• WKH#JRYHUQPHQW·V#DELOLW\#WR#FDUU\#RXW#LWV#UHVSRQVLELOLWLHV#XVLQJ#VRXQG#
PDQDJHPHQW#V\VWHPV#DQG#SUDFWLFHV1

3HUIRUPDQFH#,QGLFDWRUV 45144 (DUO\#LQ#4<<;#ZH#ILQDOL]HG#D#VWUDWHJLF#SODQ#IRU#WKH#2IILFH1#7KLV#
SODQ#LGHQWLILHV#RXU#SULRULWLHV#DQG#VWUDWHJLF#JRDOV1#$V#SDUW#RI#WKLV#H[HUFLVH/#
ZH#DOVR#HVWDEOLVKHG#SHUIRUPDQFH#LQGLFDWRUV1#:H#DUH#WUDFNLQJ#RXU#
SURJUHVV#DJDLQVW#WKHVH#LQGLFDWRUV1#7KLV#VHFWLRQ#RI#RXU#5HSRUW#LGHQWLILHV#
HDFK#LQGLFDWRU#E\#VWUDWHJLF#SULRULW\/#DQG#GLVFXVVHV#RXU#SURJUHVV#WR#GDWH1#

5HVSRQGLQJ#WR#WKH#QHHGV#RI#
XVHUV

45145 :H#ZLOO#VXUYH\#0HPEHUV#RI#WKH#3XEOLF#$FFRXQWV#DQG#&URZQ#
&RUSRUDWLRQV#&RPPLWWHHV#RQ#DQ#DQQXDO#EDVLV#LQ#RUGHU#WR#PHDVXUH#
RXU#HIIHFWLYHQHVV#LQ#PHHWLQJ#WKHLU#QHHGV1

45146 :H#VHQW#RXW#D#VXUYH\#WR#DOO#PHPEHUV#RI#WKH#3XEOLF#$FFRXQWV#DQG#
&URZQ#&RUSRUDWLRQV#&RPPLWWHHV#LQ#$SULO#4<<<1#7KH#UHVSRQVH#ZDV#
GLVDSSRLQWLQJ/#DOWKRXJK#XQGHUVWDQGDEOH#LQ#YLHZ#RI#WKH#HOHFWLRQ#FDOO#LQ#
0D\#DQG#WKH#HOHFWLRQ#LWVHOI#LQ#-XQH1#1HYHUWKHOHVV/#WKH#UHVSRQGHQWV#
RYHUZKHOPLQJO\#LQGLFDWHG#WKDW#RXU#DQQXDO#5HSRUW#KHOSHG#WKHP#WR#GR#WKHLU#
573 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#45 2IILFH#RI#WKH#$XGLWRU#*HQHUDO
MRE#EHWWHU1#&RPPLWWHH#PHPEHUV#ZHUH#VDWLVILHG#ZLWK#ERWK#WKH#FRQWHQW#DQG#
WKH#OHQJWK#RI#RXU#5HSRUW/#DQG#DOVR#DSSUHFLDWHG#WKH#FRQGHQVHG#UHSRUW#RI#
KLJKOLJKWV#WKDW#ZH#LQWURGXFHG#LQ#4<<;#LQ#UHVSRQVH#WR#D#SUHYLRXV#VXUYH\1#
&RPPLWWHH#PHPEHUV#DOVR#IRXQG#XVHIXO#WKH#LQ0FDPHUD#EULHILQJ#RXU#2IILFH#
SURYLGHG#RQ#WKH#GD\#WKH#4<<;#5HSRUW#ZDV#UHOHDVHG/#DQG#ZHUH#VDWLVILHG#
ZLWK#WKH#LQIRUPDWLRQ#ZH#SUHVHQWHG#GXULQJ#RXU#DWWHQGDQFH#DW#WKH#SXEOLF#
PHHWLQJV#RI#WKH#3XEOLF#$FFRXQWV#&RPPLWWHH#RQ#4<#1RYHPEHU#4<<;#DQG#
64#0DUFK#4<<<#+WKH#&URZQ#&RUSRUDWLRQV#&RPPLWWHH#GLG#QRW#KDYH#D#
SXEOLF#PHHWLQJ#GXULQJ#WKH#SHULRG#FRYHUHG#E\#RXU#VXUYH\,1#7KH#
UHVSRQGHQWV#LQGLFDWHG#WKHLU#EHOLHI#WKDW#WKH#2IILFH#RI#WKH#$XGLWRU#*HQHUDO#
FRQWULEXWHV#WR#LPSURYHG#SXEOLF#VHFWRU#DFFRXQWDELOLW\#DQG#SURYLGHV#WKH#
WD[SD\HUV#RI#1HZ#%UXQVZLFN#ZLWK#JRRG#YDOXH#IRU#PRQH\1

45147 :H#DUH#SOHDVHG#ZLWK#WKH#UHVXOWV#RI#RXU#VXUYH\V/#DQG#ZH#ZLOO#VHHN#
WR#PDLQWDLQ/#RU#HYHQ#LQFUHDVH/#WKH#OHYHO#RI#VDWLVIDFWLRQ#ZLWK#RXU#ZRUN1

45148 :H#ZLOO#PHDVXUH#WKH#H[WHQW#WR#ZKLFK#WKH#UHFRPPHQGDWLRQV#
ZKLFK#DSSHDU#LQ#RXU#DQQXDO#5HSRUW#DUH#DFFHSWHG#DQG#LPSOHPHQWHG1#
7KH#GLVSRVLWLRQ#RI#DOO#UHFRPPHQGDWLRQV#ZLOO#EH#WUDFNHG#IRU#D#SHULRG#
RI#IRXU#\HDUV1

45149 &KDSWHU#44#RI#WKLV#5HSRUW#SURYLGHV#DQ#RYHUYLHZ#RI#WKH#
UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<8#WKURXJK#4<<:#5HSRUWV/#DULVLQJ#
RXW#RI#RXU#EURDG#VFRSH#DXGLWV1#,W#GHWDLOV#WKH#GHSDUWPHQWDO#UHVSRQVHV#WR#
RXU#UHFRPPHQGDWLRQV/#DQG#RXU#DVVHVVPHQW#RI#WKH#DFFHSWDQFH#DQG#
LPSOHPHQWDWLRQ#RI#WKRVH#UHFRPPHQGDWLRQV1#:H#DUH#JHQHUDOO\#VDWLVILHG#
ZLWK#WKH#UHVXOWV1

4514: ,Q#-XQH#4<<<#ZH#DVNHG#JRYHUQPHQW#GHSDUWPHQWV#WR#LQGLFDWH#WKH#
FXUUHQW#VWDWXV#RI#UHFRPPHQGDWLRQV#LQFOXGHG#LQ#RXU#4<<;#5HSRUW1#:H#ZLOO#
EH#FRQGXFWLQJ#IROORZ0XS#ZRUN#RYHU#WKH#QH[W#\HDU#LQ#RUGHU#WR#DVVHVV#WKH#
UHVSRQVHV1#

4514; :H#ZLOO#PHDVXUH#WKH#H[WHQW#WR#ZKLFK#DFFRXQWLQJ#DQG#
UHSRUWLQJ#UHFRPPHQGDWLRQV#PDGH#E\#WKH#3XEOLF#6HFWRU#$FFRXQWLQJ#
%RDUG#RI#WKH#&,&$#DUH#DFFHSWHG#DQG#LPSOHPHQWHG#E\#WKH#3URYLQFH#RI#
1HZ#%UXQVZLFN1

4514< :H#DUH#WUDFNLQJ#WKLV#LQGLFDWRU#DV#SDUW#RI#RXU#DQQXDO#DXGLW#RI#WKH#
ILQDQFLDO#VWDWHPHQWV#RI#WKH#3URYLQFH1#:H#ZLOO#EH#GLVFXVVLQJ#WKH#
3URYLQFH·V#SURJUHVV#LQ#LPSOHPHQWLQJ#WKH#36$%#UHFRPPHQGDWLRQV#LQ#
9ROXPH#5#RI#RXU#4<<<#5HSRUW1

45153 7KH#3URYLQFH#RI#1HZ#%UXQVZLFN#DXGLW#ZLOO#EH#FRPSOHWHG#E\#
-XQH#63WK#DQG#DOO#&URZQ#DJHQF\#DQG#7UXVW#)XQG#DXGLWV#ZLOO#EH#
FRPSOHWHG#E\#6HSWHPEHU#63WK1

45154 :H#GLG#QRW#PHHW#WKLV#SHUIRUPDQFH#LQGLFDWRU#LQ#4<<<1#$W#WKH#GDWH#
RI#ZULWLQJ#WKLV#5HSRUW/#RXU#DXGLW#UHSRUW#RQ#WKH#ILQDQFLDO#VWDWHPHQWV#RI#WKH#
3URYLQFH#KDG#VWLOO#QRW#EHHQ#LVVXHG1#7KH#FKDQJH#RI#JRYHUQPHQW#LQ#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 574



2IILFH#RI#WKH#$XGLWRU#*HQHUDO &KDSWHU#45
-XQH 4<<<#ZDV#IROORZHG#E\#WKH#DQQRXQFHPHQW#RI#D#UHYLHZ#RI#WKH#
ILQDQFLDO#DIIDLUV#RI#WKH#3URYLQFH/#XQGHUWDNHQ#E\#D#SXEOLF#DFFRXQWLQJ#
ILUP1#7KH#JRYHUQPHQW#GHOD\HG#WKH#FRPSOHWLRQ#RI#WKH#ILQDQFLDO#VWDWHPHQWV#
RI#WKH#3URYLQFH#IRU#WKH#\HDU#HQGHG#64#0DUFK#4<<<#XQWLO#WKH\#UHFHLYHG#WKH#
UHVXOWV#RI#WKLV#ILQDQFLDO#UHYLHZ1#7KLV#FDXVHG#GHOD\V#LQ#WKH#FRPSOHWLRQ#RI#
RXU#DXGLW#ZRUN1

45155 2XU#JRDO#FRQWLQXHV#WR#EH#WR#IDFLOLWDWH#WKH#LVVXDQFH#RI#WKH#DXGLWHG#
ILQDQFLDO#VWDWHPHQWV#RI#WKH#3URYLQFH#ZLWKLQ#WKUHH#PRQWKV#RI#WKH#\HDU#HQG1

45156 $V#IRU#WKH#&URZQ#DJHQF\#DQG#7UXVW#)XQG#DXGLWV/#HOHYHQ#DXGLWV#
ZHUH#FRPSOHWHG#DQG#WKH#DXGLWRU·V#UHSRUWV#VLJQHG#EHIRUH#6HSWHPEHU#63WK1#
$QRWKHU#HLJKW#KDG#WKH#DXGLW#ILHOGZRUN#FRPSOHWHG#EHIRUH#6HSWHPEHU#63WK/#
EXW#RXU#LQWHUQDO#ILOH#UHYLHZ#SURFHVV#KDG#QRW#EHHQ#FRPSOHWHG1#$QG#WKHUH#
ZHUH#VHYHQ#DXGLWV#WKDW#VWLOO#KDG#RXWVWDQGLQJ#DXGLW#ZRUN#DV#RI#
6HSWHPEHU 63WK1#,Q#VRPH#FDVHV#RXU#IDLOXUH#WR#PHHW#WKH#WDUJHWHG#
FRPSOHWLRQ#GDWH#ZDV#GXH#WR#SUREOHPV#ZLWK#RXU#FOLHQW1#,Q#PDQ\#RWKHU#
FDVHV/#KRZHYHU/#ZH#FRXOG#KDYH#GRQH#D#EHWWHU#MRE1#$V#DQ#2IILFH/#ZH#KDYH#
OHDUQHG#IURP#WKLV#H[SHULHQFH#DQG#ZH#SODQ#WR#GR#EHWWHU#QH[W#\HDU1#:H#DOVR#
IRXQG#ZH#KDG#GLIIHUHQW#LQWHUSUHWDWLRQV#LQ#WKH#2IILFH#RI#ZKDW#ZH#PHDQ#E\#
FRPSOHWLRQ1#'LG#LW#PHDQ#WKH#FRPSOHWLRQ#RI#WKH#DXGLW#ILHOGZRUN/#RU#GLG#LW#
PHDQ#WKH#DFWXDO#VLJQLQJ#RI#WKH#DXGLWRU·V#UHSRUW/#ZKLFK#PHDQV#WKH#
VWDWHPHQWV#DUH#UHDG\#IRU#UHOHDVH"#)RU#QH[W#\HDU#ZH#ZLOO#EH#VWULYLQJ#WR#
KDYH#DOO#DXGLWRU·V#UHSRUWV#VLJQHG/#DQG#WKH#VWDWHPHQWV#DYDLODEOH#IRU#
UHOHDVH/#E\#6HSWHPEHU 63WK1

0DNLQJ#HIIHFWLYH#XVH#RI#
UHVRXUFHV

45157 $OO#ILQDQFLDO#DQG#EURDG#VFRSH#DXGLWV#ZLOO#EH#SHUIRUPHG#ZLWKLQ#
WKH#WLPH#DOORWWHG1

45158 :H#HVWDEOLVK#GHWDLOHG#WLPH#EXGJHWV#IRU#HDFK#RI#RXU#DXGLWV1#
'XULQJ#WKH#DXGLW/#ZH#PRQLWRU#WKH#WLPH#VSHQW#E\#VWDII#PHPEHUV#RQ#
LQGLYLGXDO#VHFWLRQV#RI#WKH#ZRUN1#$W#WKH#HQG#RI#HDFK#DXGLW/#ZH#VXPPDUL]H#
WKH#WRWDO#WLPH#VSHQW/#FRPSDUH#LW#WR#WKH#WRWDO#EXGJHWHG#KRXUV#DQG#DQDO\]H#
PDMRU#IOXFWXDWLRQV1#)RU#RXU#ILQDQFLDO#DXGLWV/#ZH#XVH#WKH#UHVXOWV#RI#WKLV#
DQDO\VLV#WR#KHOS#XV#SUHSDUH#WKH#EXGJHW#IRU#WKH#IROORZLQJ#\HDU·V#ZRUN1

45159 )RU#WKH#HOHYHQ#ILQDQFLDO#DXGLWV#FRPSOHWHG#DQG#WKH#DXGLWRU·V#
UHSRUWV#VLJQHG#EHIRUH#6HSWHPEHU#63WK/#RQO\#WZR#H[FHHGHG#WKH#EXGJHW#E\#
PRUH#WKDQ#83#KRXUV1#:H#ZHUH#TXLWH#SOHDVHG#ZLWK#WKLV#UHVXOW1#)RU#WKH#QLQH#
PDMRU#EURDG#VFRSH#DXGLWV#FRPSOHWHG#DQG#UHSRUWHG#LQ#WKLV#5HSRUW#RQO\#
WKUHH#ZHUH#XQGHU#EXGJHW1#)RU#WKRVH#WKDW#ZHUH#RYHU#EXGJHW#RXU#DQDO\VLV#
LQGLFDWHV#WKDW#LQ#VRPH#FDVHV#ZH#PD\#KDYH#XQGHUHVWLPDWHG#WKH#FRPSOH[LW\#
RI#WKH#ZRUN/#EXW#LQ#RWKHU#FDVHV#ZH#FRXOG#KDYH#EHHQ#PRUH#HIILFLHQW/#
HVSHFLDOO\#GXULQJ#RXU#UHSRUW#ZULWLQJ#VWDJH1

4515: 93(#RI#DOO#SURIHVVLRQDO#SDLG#WLPH#LQ#RXU#2IILFH#ZLOO#EH#VSHQW#
GLUHFWO\#RQ#ILQDQFLDO#VWDWHPHQW#DXGLWV#RU#EURDG#VFRSH#DXGLWV1

4515; $#GHWDLOHG#DQDO\VLV#RI#VWDII#WLPH#IRU#4<<;#LQGLFDWHV#WKDW#9315<(#
RI#WKH#WRWDO#SDLG#WLPH#RI#DOO#VWDII/#ZLWK#WKH#H[FHSWLRQ#RI#RXU#WKUHH#
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&KDSWHU#45 2IILFH#RI#WKH#$XGLWRU#*HQHUDO
DGPLQLVWUDWLYH#VXSSRUW#VWDII/#ZDV#VSHQW#GLUHFWO\#RQ#DXGLW#ZRUN#+LQFOXGLQJ#
ZRUN#RQ#RXU#DQQXDO#5HSRUW,1#1RQ0DXGLW#WLPH#LQFOXGHV#VWDWXWRU\#KROLGD\V/#
YDFDWLRQV/#FRXUVHV#IRU#DFFRXQWLQJ#VWXGHQWV#DQG#SURIHVVLRQDO#VWDII/#VLFN#
OHDYH#DQG#DGPLQLVWUDWLYH#GXWLHV#QRW#FKDUJHDEOH#WR#D#VSHFLILF#DXGLW1#)RU#
WKH#ILUVW#VL[#PRQWKV#RI#4<<</#WKLV#QXPEHU#GLSSHG#WR#8;165(1

4515< 2I#WKH#WRWDO#WLPH#VSHQW#GLUHFWO\#RQ#ILQDQFLDO#VWDWHPHQW#DXGLWV#
DQG#EURDG#VFRSH#DXGLWV/#63(#ZLOO#EH#VSHQW#RQ#EURDG#VFRSH#DXGLWV1

45163 2XU#DQDO\VLV#LQGLFDWHV#WKDW/#LQ#4<<;/#ZH#VSHQW#641<9(#RI#WRWDO#
DXGLW#WLPH#RQ#EURDG#VFRSH#DXGLWV1#)RU#WKH#ILUVW#VL[#PRQWKV#RI#4<<</#WKLV#
QXPEHU#URVH#WR#781:;(1#7KLV#UHIOHFWHG#D#FRQVFLRXV#HIIRUW#WR#FRPSOHWH#
EURDG#VFRSH#DXGLW#SURMHFWV#LQ#WKH#HDUO\#SDUW#RI#WKH#\HDU1

0DLQWDLQLQJ#SURIHVVLRQDO#
VWDQGDUGV

45164 :H#ZLOO#PHHW#WKH#VWDQGDUGV#UHTXLUHG#E\#WKH#1HZ#%UXQVZLFN#
,QVWLWXWH#RI#&KDUWHUHG#$FFRXQWDQWV#0DQGDWRU\#3UDFWLFH#5HYLHZ#
&RPPLWWHH1

45165 7KH#ODWHVW#LQVSHFWLRQ#RI#RXU#2IILFH#ILOHV#DQG#SURFHGXUHV#E\#WKH#
,QVWLWXWH#ZDV#LQ#4<<91#7KH#LQVSHFWLRQ#FRQFOXGHG#WKDW#ZH#FRQWLQXH#WR#PHHW#
WKH#VWDQGDUGV#UHTXLUHG#E\#WKH#,QVWLWXWH1#1R#H[FHSWLRQV#ZHUH#QRWHG1

)LQDQFLDO#,QIRUPDWLRQ 45166 %XGJHW#DQG#DFWXDO#H[SHQGLWXUH#IRU#4<<:0<;#DQG#4<<;0<<#E\#
SULPDU\#FODVVLILFDWLRQ#LV#VKRZQ#LQ#([KLELW#45151#7KH#DSSURYHG#EXGJHW#IRU#
WKH#4<<<05333#\HDU#LV#SUHVHQWHG#IRU#FRPSDUDWLYH#SXUSRVHV1

([KLELW#4515
%XGJHW#DQG#DFWXDO#H[SHQGLWXUH
#+WKRXVDQGV#RI#GROODUV,

45167 6WDII#FRVWV#FRQWLQXH#WR#DFFRXQW#IRU#DSSUR[LPDWHO\#<3(#RI#RXU#
EXGJHW#DQG#ZHUH#XQGHUVSHQW#E\#'<8/933#IRU#WKH#\HDU#HQGHG#64#0DUFK#
4<<<1#$#VHQLRU#HPSOR\HH#ZDV#RXW#RQ#PDWHUQLW\#OHDYH#IRU#D#ODUJH#SDUW
RI#WKH#\HDU1#'HOD\V#LQ#ILOOLQJ#YDFDQW#SRVLWLRQV#FDXVHG#WKH#EDODQFH#RI#WKH#
XQGHUVSHQGLQJ1

45168 3URSHUW\#DQG#HTXLSPHQW#ZDV#RYHUVSHQW#E\#'46/<331#:H#XVHG#D#
SRUWLRQ#RI#WKH#VDYLQJV#LQ#VWDII#FRVWV#WR#VXSSRUW#DGGLWLRQDO#FRVWV#IRU#
FRPSXWHU#VRIWZDUH#DQG#KDUGZDUH1#:H#SXUFKDVHG#DGGLWLRQDO#QRWHERRN#
FRPSXWHUV#IRU#XVH#E\#VWDII#ZKHQ#RXW#RI#WKH#RIILFH/#DQG#DOVR#XSJUDGHG#D#
QXPEHU#RI#RXU#GHVNWRS#FRPSXWHUV#WR#LPSURYH#WKHLU#VSHHG#DQG#FDSDFLW\1

2000
Budget Budget Actual Budget Actual

Wages and benefits 1,375.4 1,392.1 1,296.5 1,419.1 1,288.6

Other services 118.4 118.4 111.2 105.7 124.8

Materials and supplies 7.9 7.9 7.2 7.9 8.4

Property and equipment 22.1 22.1 36.0 22.1 76.4

1,523.8 1,540.5 1,450.9 1,554.8 1,498.2

           1999            1998
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45169 2XU#OHJLVODWLRQ#UHTXLUHV#DQ#DQQXDO#DXGLW#RI#RXU#DFFRXQWV#E\#D#
TXDOLILHG#DXGLWRU/#DSSRLQWHG#E\#WKH#6SHDNHU#RI#WKH#/HJLVODWLYH#$VVHPEO\#
RQ#WKH#DGYLFH#RI#WKH#%RDUG#RI#0DQDJHPHQW1#7KLV#DXGLW#LV#FRQGXFWHG#E\#
WKH#2IILFH#RI#WKH#&RPSWUROOHU#DQG#WKHLU#DXGLW#UHSRUW#LV#WDEOHG#EHIRUH#WKH#
/HJLVODWLYH#$VVHPEO\1

6WDII#5HVRXUFHV 4516: 2XU#2IILFH#FRQWLQXHV#WR#SURYLGH#H[SHULHQFH#DQG#WUDLQLQJ#WR#RXU#
HPSOR\HHV1#1HZ#HPSOR\HHV#PXVW#HQURO#LQ#D#SURIHVVLRQDO#DFFRXQWLQJ#
SURJUDP/#QDPHO\#&$#+&KDUWHUHG#$FFRXQWDQW,/#&0$#+&HUWLILHG#
0DQDJHPHQW#$FFRXQWDQW,#RU#&*$#+&HUWLILHG#*HQHUDO#$FFRXQWDQW,1#
%HIRUH#VWDII#EHJLQ#WKLV#SURIHVVLRQDO#WUDLQLQJ#WKH\#PXVW#KDYH/#DV#D#
PLQLPXP/#RQH#XQLYHUVLW\#GHJUHH#DW#WKH#EDFKHORU#OHYHO1

4516; ,Q#WKH#SDVW#VHYHQ#\HDUV/#HOHYHQ#SHRSOH#LQ#RXU#2IILFH#KDYH#
UHFHLYHG#D#SURIHVVLRQDO#DFFRXQWLQJ#GHVLJQDWLRQ1#6L[#RI#WKHVH#SHRSOH#KDYH#
PRYHG#WR#LPSRUWDQW#ILQDQFLDO#SRVLWLRQV#LQ#JRYHUQPHQW1#2QH#SHUVRQ#
PRYHG#WR#D#JRYHUQPHQW#SRVLWLRQ#LQ#DQRWKHU#SURYLQFH>#WZR#SHRSOH#KDYH#
UHPDLQHG#LQ#RXU#2IILFH#DQG#WZR#KDYH#MRLQHG#WKH#SULYDWH#VHFWRU1#7KH#
IHHGEDFN#WKDW#ZH#KDYH#UHFHLYHG#RQ#WKH#TXDOLW\#RI#RXU#VWDII#LV#IDYRXUDEOH1#
:H#FRQVLGHU#RXU#FRQWULEXWLRQ#RI#TXDOLILHG#VWDII#WR#RWKHU#JRYHUQPHQW#
RUJDQL]DWLRQV#WR#EH#D#SRVLWLYH#LQGLFDWRU#IRU#RXU#2IILFH1#

4516< 7KH#FXPXODWLYH#HIIHFWV#RI#ILVFDO#UHVWUDLQW#KDYH#FDXVHG#XV#WR#
UHGXFH#RXU#VWDII#FRPSOHPHQW#IURP#5:#WR#581#%UHQW#:KLWH#&$/#3DXO#
-HZHWW#&$#DQG#3KLO#9HVVH\ &$#DUH#WKH#GLUHFWRUV#IRU#RXU#WKUHH#DXGLW#
WHDPV1#$W#64 0DUFK#4<<<#WKHUH#ZHUH#ILIWHHQ#SURIHVVLRQDO#VWDII#ZLWK#
DFFRXQWLQJ#GHVLJQDWLRQV1#2XU#VWDII#DOVR#LQFOXGHG#ILYH#VWXGHQWV#ZKR#KROG#D#
XQLYHUVLW\#GHJUHH#ZKLFK#LV#D#SUHUHTXLVLWH#IRU#ERWK#HQUROPHQW#LQ#DQ#
DFFRXQWLQJ#SURJUDP#DQG#HPSOR\PHQW#DW#RXU#2IILFH1#7KH#WKUHH#UHPDLQLQJ#
PHPEHUV#RI#RXU#VWDII#SURYLGH#DGPLQLVWUDWLYH#VXSSRUW#VHUYLFHV1#7ZR#
SRVLWLRQV#ZHUH#YDFDQW1#7KH#IROORZLQJ#LV#D#OLVW#RI#VWDII#PHPEHUV#DW#
64 0DUFK#4<<<=

/RUQD#%DLOH\+4, .HQ#5RELQVRQ/#&$
-HIIUH\#&KRZQ/#&$ <YRQQH#6DPVRQ#+5,

&DWK\#&RQQRUV#.HQQHG\/#&$ %ULDQ#6RHOHU#+5,

(ULF#+RSSHU/#&$ 7DPP\#6WHUOLQJ#+5,

3HJJ\#,VQRU/#&$ 'LDQH#6ZDQ#+4,

3DXO#-HZHWW/#&$ $O#7KRPDV/#&$
&HFLO#-RQHV/#&$ 3KLO#9HVVH\/#&$
.LP#/DQJLOOH#+5, 7LP#:DONHU/#&$
.LP#(PEOHWRQ#+5, %UHQW#:KLWH/#&$
*UHJ#0LJQDXOW/#&0$ 'DUOHQH#:LHOG#+4,

(ULF#0RXUDQW/#&$ 'DU\O#:LOVRQ/#)&$
%LOO#3KHPLVWHU/#&$

+4,#$GPLQLVWUDWLYH#VXSSRUW
+5,#6WXGHQW#HQUROOHG#LQ#D#SURIHVVLRQDO#DFFRXQWLQJ#SURJUDP1
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