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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#
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&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
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&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
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&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#
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&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#
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/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#
493 5HSRUW#RI#WKH#$XGLWRU#*HQHUDO#0#4<<<



&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#
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/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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