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&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#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 44



'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#$#
VHFRQGDU\#REMHFWLYH#LV#WKDW#WKH#PDQDJHPHQW#RI#VFUDS#WLUHV#JHQHUDWHV#
HFRQRPLF#DFWLYLW\#E\#RSWLPL]LQJ#WKH#UHVRXUFH#YDOXH#RI#WKH#PDWHULDO#LQ#WKH#
WLUHV1
45 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&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
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 46



'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=
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 48



'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#
53 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&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/#
57 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



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



&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP
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#
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 5:



'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5
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
5; 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&KDSWHU#5 'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP
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
5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<< 5<



'HSDUWPHQW#RI#WKH#(QYLURQPHQW##0#7LUH#6WHZDUGVKLS#3URJUDP &KDSWHU#5
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$&&#DQG#WKH#)LUH#
0DUVKDOO#WR#HQVXUH#WKDW#WKH#DXGLW#PHHWV#WKH#QHHGV#RI#DOO#SDUWLHV#DQG#WKDW#
WKH#UHSRUW#LV#GLVWULEXWHG1
63 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<
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