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+HU�([FHOOHQF\�WKH�*RYHUQRU

7KH�+RQRUDEOH�3UHVLGHQW�RI�WKH�6HQDWH

7KH�+RQRUDEOH�6SHDNHU�RI�WKH�+RXVH�RI�5HSUHVHQWDWLYHV

7KH�+RQRUDEOH�&KDLU�RI�WKH�6HQDWH�:D\V�DQG�0HDQV�&RPPLWWHH

7KH�+RQRUDEOH�&KDLU�RI�WKH�+RXVH�:D\V�DQG�0HDQV�&RPPLWWHH

7KH�+RQRUDEOH�&KDLUPDQ�RI�WKH�6HQDWH�3RVW�$XGLW�DQG�2YHUVLJKW�&RPPLWWHH

7KH�+RQRUDEOH�&KDLUPDQ�RI�WKH�+RXVH�3RVW�$XGLW�DQG�2YHUVLJKW�&RPPLWWHH

7KH�'LUHFWRUV�RI�WKH�/HJLVODWLYH�3RVW�$XGLW�DQG�2YHUVLJKW�%XUHDXV

7KH�6HFUHWDU\�RI�$GPLQLVWUDWLRQ�DQG�)LQDQFH

0HPEHUV�RI�WKH�*HQHUDO�&RXUW

2PQLEXV�DG�TXRV�SUDHVHQWHV�OLWHUDH�SHUYHQHULQW��VDOXWHP�

0\�DSSRLQWPHQW�WR�WKH�SRVW�RI�,QVSHFWRU�*HQHUDO�LQ������ZDV�D�JUHDW�KRQRU���:KHQ�,
WRRN� RIILFH�� ,� VHW� DQ� DJHQGD� WKDW� EXLOW� RQ� WKH� OHJDF\� RI� WKH� :DUG� &RPPLVVLRQ� DQG� WKH
ODQGPDUN�ZRUN�RI�IRUPHU�,QVSHFWRU�*HQHUDO�-RVHSK�5��%DUUHVL��H[SDQGHG�LQWR�QHZ�RYHUVLJKW
DUHDV��DQG�LQVWLWXWHG�QHZ�DSSURDFKHV�WR�SUHYHQWLQJ�IUDXG��ZDVWH��DQG�DEXVH���$V�,�FRPSOHWH
P\�VHFRQG�DQG��E\�VWDWXWH��P\� ODVW� ILYH�\HDU� WHUP�DV� ,QVSHFWRU�*HQHUDO�� LW� LV� ILWWLQJ� WKDW� ,
SUHIDFH�P\�ODVW�DQQXDO�UHSRUW�ZLWK�DQ�RYHUYLHZ�RI�P\�2IILFH¶V�ZRUN�LQ�VHUYLFH�WR�WKH�SXEOLF
RYHU� WKH� SDVW� GHFDGH�� � 7KH� IROORZLQJ� SDJHV� GLVFXVV� VRPH�� EXW� E\� QR�PHDQV� DOO�� RI� WKH
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SURMHFWV� DQG� LQLWLDWLYHV� H[HPSOLI\LQJ� P\� 2IILFH¶V� FRPPLWPHQW� WR� IXOILOOLQJ� LWV� PLVVLRQ� DQG
UHIOHFWLQJ� WKH� KDUG� ZRUN� RI� WKH�2IILFH¶V� VPDOO�� GHGLFDWHG� VWDII�� � $� FRPSOHWH� OLVWLQJ� RI� WKH
UHSRUWV�DQG�RWKHU�SXEOLFDWLRQV�P\�2IILFH�LVVXHG�EHWZHHQ�-XO\������DQG�$SULO������IROORZV
WKLV�OHWWHU�

&ULPLQDO�DQG�)LQDQFLDO�,QYHVWLJDWLRQV

7KURXJKRXW� P\� WHQXUH�� P\� 2IILFH� KDV� ZRUNHG� FRRSHUDWLYHO\� ZLWK� PDQ\� RWKHU
LQYHVWLJDWLYH� DJHQFLHV� WR� LQYHVWLJDWH� FULPLQDO� DFWLYLWLHV� DQG� DVVLVW� LQ� HQVXULQJ� WKDW� WKRVH
UHVSRQVLEOH�DUH�DSSURSULDWHO\�SHQDOL]HG���2XU� MRLQW�FDVHV�ZLWK�WKH�0DVVDFKXVHWWV�$WWRUQH\
*HQHUDO�� WKH� 0DVVDFKXVHWWV� 6WDWH� 3ROLFH�� WKH� )HGHUDO� %XUHDX� RI� ,QYHVWLJDWLRQ�� DQG� WKH
3O\PRXWK� &RXQW\� 'LVWULFW� $WWRUQH\� KDYH� UHVXOWHG� LQ� WKH� VHQWHQFLQJ� RI� D� %RVWRQ� (OHFWLRQ
&RPPLVVLRQ� VXSHUYLVRU�� D� IRUPHU� 0DVVDFKXVHWWV� %D\� 7UDQVSRUWDWLRQ� $XWKRULW\� UHVLGHQW
HQJLQHHU��DQG�D�IRUPHU�FRQVWUXFWLRQ�FRPSDQ\�YLFH�SUHVLGHQW�

,Q� DGGLWLRQ�� ,� KDYH� DFFRUGHG� D� KLJK� SULRULW\� WR� LQYHVWLJDWLRQV� DQG� UHYLHZV� LQWR� WKH
ILQDQFLDO�GHDOLQJV�RI�VWDWH�DJHQFLHV�DQG�SXEOLF�DXWKRULWLHV�LQ�0DVVDFKXVHWWV���7KH�FDVH�ZLWK
WKH� PRVW� IDU�UHDFKLQJ� FRQVHTXHQFHV� LQYROYHG� ILQDQFLDO� VHUYLFHV� FRQWUDFWLQJ� E\� WKH
0DVVDFKXVHWWV�:DWHU�5HVRXUFHV�$XWKRULW\��0:5$����0\�2IILFH¶V�LQYHVWLJDWLRQ�UHYHDOHG�WKH
H[LVWHQFH�RI�XQGLVFORVHG�SULYDWH�DUUDQJHPHQWV�EHWZHHQ�WKH�0:5$¶V�ILQDQFLDO�DGYLVRU��0DUN
6��)HUEHU�RI�/D]DUG�)UHUHV��DQG�WKH�0:5$¶V�OHDG�XQGHUZULWHU��0HUULOO�/\QFK���,Q�'HFHPEHU
������P\�2IILFH�SXEOLVKHG�D�UHSRUW�RQ�WKH�PDWWHU�� �7KH�2IILFH¶V�ILQGLQJV� OHG�WR�D�WZR�\HDU
LQYHVWLJDWLRQ� E\� WKH� $WWRUQH\� *HQHUDO�� WKH� 8�6�� $WWRUQH\�� WKH� )HGHUDO� %XUHDX� RI
,QYHVWLJDWLRQ��WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��WKH�,QWHUQDO�5HYHQXH�6HUYLFH��DQG
WKH�8�6��3RVWDO�6HUYLFH���)HUEHU�ZDV�XOWLPDWHO\�FRQYLFWHG�E\�D�IHGHUDO� MXU\�RI����VHSDUDWH
IUDXG�DQG�FRUUXSWLRQ�FKDUJHV��VHQWHQFHG�WR����PRQWKV�LQ�SULVRQ��ILQHG�����������DQG�EDUUHG
IURP� WKH�VHFXULWLHV� LQGXVWU\�� �/D]DUG�)UHUHV�DQG�0HUULOO� /\QFK�DJUHHG� WR�SD\�D�FLYLO� IUDXG
VHWWOHPHQW� LQ� H[FHVV� RI� ���� PLOOLRQ�� WKH� ODUJHVW� ILQH� LQ� DQ\� 'HSDUWPHQW� RI� -XVWLFH� RU
6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�PDWWHU�

7KH�FRPSOH[�DQG�YXOQHUDEOH�DUHD�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV�ZDV�DQRWKHU�IRFXV�RI
P\�2IILFH¶V�LQYHVWLJDWLYH�ZRUN���0\�2IILFH�XQFRYHUHG�D�VFKHPH�E\�WZR�'HSDUWPHQW�RI�3XEOLF
+HDOWK�HPSOR\HHV�WR�HQULFK�WKHPVHOYHV�E\�PLVDSSURSULDWLQJ�WKH�&RPPRQZHDOWK¶V�H[FOXVLYH
ULJKW� WR� D� SDWHQWHG� SURFHVV� GHYHORSHG� E\� VWDWH� HPSOR\HHV�� � 7KH� $WWRUQH\� *HQHUDO
VXEVHTXHQWO\�ILOHG�FLYLO�OLWLJDWLRQ�DJDLQVW�WKH�WZR�VFLHQWLVWV���7KH�VHWWOHPHQW�WKDW�IROORZHG�ZLOO
LQFUHDVH� WKH�&RPPRQZHDOWK¶V� UR\DOWLHV� IURP�WKH�SDWHQWHG�SURFHVV�E\�DW� OHDVW�����PLOOLRQ
RYHU�WKH�QH[W����\HDUV�

0RVW� UHFHQWO\��P\�2IILFH¶V� LQYHVWLJDWLRQ� RI� WKH� &HQWUDO� $UWHU\�7KLUG� +DUERU� 7XQQHO
3URMHFW�±�SRSXODUO\�NQRZQ�DV�WKH�³%LJ�'LJ´�±�H[SRVHG�GHOLEHUDWH�PLVUHSUHVHQWDWLRQV�E\�%LJ
'LJ� RIILFLDOV� RI� WKH� DFWXDO� SURMHFW� FRVW� HVWLPDWHV� GHYHORSHG� E\� WKH� SULYDWH� PDQDJHPHQW
FRQVXOWDQW� DGPLQLVWHULQJ� WKH� %LJ� 'LJ� SURMHFW� RQ� EHKDOI� RI� WKH� 0DVVDFKXVHWWV� 7XUQSLNH
$XWKRULW\���,Q�������WKH�VWDWH¶V�SULYDWH�PDQDJHPHQW�FRQVXOWDQW��%HFKWHO�3DUVRQV�%ULQFNHUKRII
�%�3%���KDG�SURYLGHG�WKH�*RYHUQRU�DQG�VWDWH�RIILFLDOV�ZLWK�D�%LJ�'LJ�FRVW�HVWLPDWH�RI�DOPRVW
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����ELOOLRQ��D�ILJXUH�XQFDQQLO\�FORVH�WR�WKH�FXUUHQW�������ELOOLRQ�HVWLPDWH���%�3%¶V�����ELOOLRQ
HVWLPDWH� LQ� ����� VWDUNO\� FRQWUDGLFWHG� WKH� ��� ELOOLRQ� HVWLPDWH� RIIHUHG� SXEOLFO\� E\� %LJ� 'LJ
RIILFLDOV�DW�WKDW�WLPH���0\�2IILFH�IRXQG�WKDW�VWDWH�PDQDJHUV�KDG�GLUHFWHG�VWDWH�DQG�%�3%�VWDII
WR�XQGHUWDNH�D�FRRSHUDWLYH�HIIRUW�WR�PDLQWDLQ�WKH�ILFWLRQ�RI�DQ�³RQ�WLPH´�DQG�³RQ�EXGJHW´���
ELOOLRQ�SURMHFW� DQG� WKDW� ORFDO� )HGHUDO�+LJKZD\�$GPLQLVWUDWLRQ�RIILFLDOV� DFWHG� LQ� SDUWQHUVKLS
ZLWK�VWDWH�RIILFLDOV� WR�GRZQVL]H� WKH�%LJ�'LJ�FRVW�HVWLPDWH� IRU�SXEOLF� UHODWLRQV�SXUSRVHV�� �$
PRUH�FRPSOHWH�VXPPDU\�RI�WKLV�LQYHVWLJDWLRQ�LV�LQFOXGHG�LQ�WKLV�UHSRUW�

:DVWHIXO�3XEOLF�&RQVWUXFWLRQ�&RQWUDFWLQJ

$W� WKH� EHJLQQLQJ� RI� P\� WHQXUH� DV� ,QVSHFWRU� *HQHUDO�� ,� SOHGJHG� WR� KHOS� WKH
&RPPRQZHDOWK�HQWHU�WKH�QH[W�FHQWXU\�IUHH�RI�WKH�PDVVLYH�FRQVWUXFWLRQ�VFDQGDOV�WKDW�JDYH
ULVH� WR� WKH�:DUG� &RPPLVVLRQ¶V� LQYHVWLJDWLRQV� DQG� FUHDWLRQ� RI� WKLV� 2IILFH� PRUH� WKDQ� WZR
GHFDGHV�DJR���$FFRUGLQJO\��,�KDYH�FRQWLQXHG�WKH�2IILFH¶V�FRPPLWPHQW�WR�FRQGXFWLQJ�GHWDLOHG
UHYLHZV�RI�VHOHFWHG�ZDVWHIXO�RU�PLVPDQDJHG�SXEOLF�FRQVWUXFWLRQ�SURMHFWV�DQG�XVLQJ� WKRVH
FDVHV�DV�D�PHFKDQLVP�WR�SURYLGH�UHFRPPHQGDWLRQV�DLPHG�DW�SUHYHQWLQJ�VLPLODU�SUREOHPV
RQ�IXWXUH�SXEOLF�SURMHFWV�

6RPH�RI�WKHVH�SURMHFWV�ZHUH�ODUJH�LQ�VFRSH�DQG�EXGJHW���IRU�H[DPSOH��LQ�UHYLHZLQJ�D
0:5$�SURMHFW�WR�GHVLJQ�DQG�EXLOG�D�����PLOOLRQ��WKUHH�EXLOGLQJ�FRPSOH[�RQ�'HHU�,VODQG��P\
2IILFH�IRXQG�WKH�EXLOGLQJV�XQGHU�FRQVWUXFWLRQ�ZRXOG�EH�WRR�ODUJH�IRU�WKH�0:5$¶V�QHHGV��WRR
ODYLVK� IRU� D� UDWHSD\HU�IXQGHG� ZDVWHZDWHU� WUHDWPHQW� SODQW� RQ� D� UHPRWH� LVODQG�� DQG� WRR
H[SHQVLYH� E\� DV� PXFK� DV� ���� PLOOLRQ� RYHU� WKH� QH[W� WHQ�\HDU� SHULRG�� � � 2WKHU� SURMHFWV
UHYLHZHG�E\�P\�2IILFH��DOWKRXJK�VPDOOHU�LQ�VFRSH��KDYH�\LHOGHG�LPSRUWDQW�OHVVRQV�IRU�RWKHU
SXEOLF� MXULVGLFWLRQV�� � )RU� H[DPSOH�� RQH� RI� WKH� PRVW� IUHTXHQWO\� UHTXHVWHG� 2IILFH� UHSRUWV
SURYLGHV�D�GHWDLOHG�PDQDJHPHQW�UHYLHZ�RI�D����PLOOLRQ�PLGGOH�VFKRRO�UHQRYDWLRQ�SURMHFW�LQ
1HHGKDP�� � 7KH� SUREOHPV� HQFRXQWHUHG� RQ� WKLV� SURMHFW� LOOXVWUDWHG� VRPH� RI� WKH� ULVNV� RI
GHYRWLQJ� LQDGHTXDWH� UHVRXUFHV� WR� RYHUVLJKW� RI� FRPSOH[�� PXOWLPLOOLRQ�GROODU� PXQLFLSDO
FRQVWUXFWLRQ�SURMHFWV�

7KH� VXFFHVV� RI� VWDWH� DQG� ORFDO� EXLOGLQJ� SURMHFWV� WKURXJKRXW� WKH� &RPPRQZHDOWK
GHSHQGV�RQ�WKH�&RPPRQZHDOWK¶V�DELOLW\�WR�VFUHHQ�RXW�XQTXDOLILHG�FRQVWUXFWLRQ�FRQWUDFWRUV�
0\�2IILFH�KDV�UHYLHZHG�DQG�PDGH�QXPHURXV�UHFRPPHQGDWLRQV� WR�VWUHQJWKHQ� WKH�V\VWHP
XQGHU�ZKLFK�WKH�&RPPRQZHDOWK�FHUWLILHV�FRQVWUXFWLRQ�FRQWUDFWRUV�WR�ELG�RQ�SXEOLF�EXLOGLQJ
SURMHFWV�WKURXJKRXW�WKH�&RPPRQZHDOWK���)RU�H[DPSOH��DW�WKH�UHTXHVW�RI�VHYHUDO�OHJLVODWRUV�
P\�2IILFH�UHYLHZHG�D�FRQWUDFWRU¶V�SRRU�SHUIRUPDQFH�RQ�WKUHH�PXQLFLSDO�EXLOGLQJ�SURMHFWV�DQG
WKH�SURFHVV�E\�ZKLFK�WKH�FRQWUDFWRU�ZDV�FHUWLILHG�E\�WKH�&RPPRQZHDOWK��$V�D�UHVXOW�RI�P\
UHYLHZ�� WKH�'LYLVLRQ�RI�&DSLWDO�$VVHW�0DQDJHPHQW�GHEDUUHG� WKLV�FRQWUDFWRU�� LWV�3UHVLGHQW�
DQG� LWV� *HQHUDO� 0DQDJHU� IURP� ELGGLQJ� RQ� SXEOLF� ZRUN� IRU� WKUHH� \HDUV�� � 0\� 2IILFH
UHFRPPHQGHG� OHJLVODWLRQ� DV� ZHOO� DV� DGPLQLVWUDWLYH� UHIRUPV� WR� VKRUH� XS� WKH� FRQWUDFWRU
FHUWLILFDWLRQ�V\VWHP�
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)ODZHG�3XEOLF�3ULYDWH�3DUWQHUVKLSV

*RYHUQPHQWDO� H[SHULPHQWV� ZLWK� QRQWUDGLWLRQDO� SURFXUHPHQW� DQG� FRQWUDFWLQJ
DSSURDFKHV�VRPHWLPHV�EHQHILW�SULYDWH� LQWHUHVWV�ZKLOH�H[SRVLQJ� WKH�SXEOLF� WR�XQZDUUDQWHG
ILQDQFLDO�ULVNV���7KH�2IILFH�KDV�FORVHO\�VFUXWLQL]HG�D�QXPEHU�RI�VR�FDOOHG�³SDUWQHUVKLSV´�WKDW
ZHUH�SURPRWHG�DV�JRRG�GHDOV� IRU� WKH�SXEOLF�� �%\�GLVFORVLQJ� WKH� FRVWV� DQG� ULVNV�RI� WKHVH
DUUDQJHPHQWV�� WKH� 2IILFH� KDV� VXFFHVVIXOO\� SUHYHQWHG� WKH� UHSOLFDWLRQ� RI� WKHVH� IODZHG
DUUDQJHPHQWV� IRU� VXEVHTXHQW� VWDWH� DQG� ORFDO� SURMHFWV�� � )RU� H[DPSOH��P\�2IILFH¶V� UHYLHZ
VKRZHG�WKDW� WKH�3O\PRXWK�&RXQW\�&RUUHFWLRQDO�)DFLOLW\�SURMHFW��D� OHDVH�SXUFKDVH� ILQDQFHG
GHVLJQ�EXLOG�SURMHFW�WKDW�KDG�EHHQ�SURPRWHG�DV�DQ�LQQRYDWLYH�SXEOLF�SULYDWH�SDUWQHUVKLS�WKDW
ZRXOG� VDYH� WD[SD\HUV� KXQGUHGV� RI�PLOOLRQV� RI� GROODUV�� HQWDLOHG� H[RUELWDQW� ILQDQFLQJ� FRVWV�
SURYHG� WRR� VPDOO� WR� PHHW� 3O\PRXWK� &RXQW\¶V� QHHGV�� DQG� H[SRVHG� VWDWH� WD[SD\HUV� WR
VLJQLILFDQW�ILQDQFLDO�ULVN�

6LPLODUO\�� WKH� 2IILFH¶V� UHYLHZ� RI� WKH� 1RUWKHDVW� 6ROLG� :DVWH� &RPPLWWHH� �1(6:&�
SURMHFW��LQLWLDWHG�DW�WKH�UHTXHVW�RI�D�FDXFXV�RI�VWDWH�OHJLVODWRUV�ZKR�UHSUHVHQW�WKH����1(6:&
FRPPXQLWLHV�� UHYHDOHG� WKDW� WKH� &RPPRQZHDOWK� DJJUHVVLYHO\� PDUNHWHG� WKLV� GHVLJQ�EXLOG
SURMHFW� DQG� GHSLFWHG� WKH� SURMHFW� ULVNV� DV� PLQLPDO� WR� 0DVVDFKXVHWWV� FRPPXQLWLHV�� ZKLOH
LQDGHTXDWH�SURMHFW�SODQQLQJ��VDIHJXDUGV��DQG�RYHUVLJKW�KDYH�EXUGHQHG�FXUUHQW�DQG� IXWXUH
0DVVDFKXVHWWV� WD[SD\HUV�ZLWK�PDVVLYH� ORQJ�WHUP�FRVWV�DQG� ULVNV�� �%DVHG�RQ�VXEVHTXHQW
DGYLFH� IURP� WKH� 2IILFH�� WKH� 1(6:&� FRPPXQLWLHV� VXFFHHGHG� LQ� UHGXFLQJ� D� ���� PLOOLRQ
SD\PHQW� GHPDQG� IURP� WKH� SULYDWH� FRQWUDFWRU� WR� ����PLOOLRQ�� �0RUH� UHFHQWO\�� SXUVXDQW� WR
&KDSWHU� ���� RI� WKH� $FWV� RI� ������ WKH� 2IILFH� SURYLGHG� FRPPHQWV� WR� WKH� 0DVVDFKXVHWWV
&RQYHQWLRQ�&HQWHU�$XWKRULW\��0&&$��DLPHG�DW�SUHYHQWLQJ�H[FHVVLYH�FRVWV��IDYRULWLVP�LQ�WKH
DZDUG�RI�FRQWUDFWV��DQG�FROOXVLRQ�RQ�WKH�0&&$¶V�SURMHFW� WR�FRQVWUXFW�D�FRQYHQWLRQ�FHQWHU
DQG�H[KLELW�KDOO�

7KH�QDWLRQDO�WUHQG�WRZDUG�SULYDWL]DWLRQ�RI�PXQLFLSDO�ZDWHU�DQG�ZDVWHZDWHU�IDFLOLWLHV�LV
\HW�DQRWKHU�DUHD�WR�ZKLFK�P\�2IILFH�KDV�GHYRWHG�VXEVWDQWLDO�DWWHQWLRQ���/DUJH�HQYLURQPHQWDO
VHUYLFH� FRUSRUDWLRQV� KDYH� DJJUHVVLYHO\� SURPRWHG� WKHVH� FRPSOH[�� ORQJ�WHUP� SULYDWL]DWLRQ
FRQWUDFWV��ZKLFK�WUDQVIHU�XQSUHFHGHQWHG�FRQWURO�RYHU�SXEOLF�IDFLOLWLHV�WR�SULYDWH�RSHUDWRUV�DQG
SRVH� VXEVWDQWLDO� ILQDQFLDO� ULVNV� WR� WD[SD\HUV� DQG� UDWHSD\HUV�� 0\� 2IILFH� KDV� ZRUNHG� ZLWK
RIILFLDOV� RI� VHYHUDO� FRPPXQLWLHV�� LQFOXGLQJ� /HRPLQVWHU�� 7DXQWRQ�� DQG� 6SULQJILHOG�� WR� GUDIW
OHJLVODWLRQ��GHYHORS�FRPSHWLWLYH�SURFXUHPHQW�SURFHVVHV��DQG�HVWDEOLVK�FRQWUDFWV�WKDW�DIIRUG
VRPH�SURWHFWLRQ�IURP�H[FHVVLYH�FRVWV�DQG�ULVNV��0RVW�UHFHQWO\��P\�2IILFH�FULWLFL]HG�WKH�/\QQ
:DWHU� DQG� 6HZHU� &RPPLVVLRQ¶V� SODQV� WR� DZDUG� D� KLJK�ULVN� SULYDWL]DWLRQ� FRQWUDFW� RQ� WKH
EDVLV� RI� IODZHG� FRVW� VDYLQJV� HVWLPDWHV� DQG� D� VHOHFWLRQ� SURFHVV� WKDW� ODFNHG� PHDQLQJIXO
FRPSHWLWLRQ���0\�2IILFH¶V�ZRUN�RQ�WKLV�SURMHFW�LV�VXPPDUL]HG�LQ�WKLV�UHSRUW�

3URFXUHPHQW�7UDLQLQJ�DQG�&DSDFLW\�%XLOGLQJ

,Q�UHFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�DV�D�VWUDWHJ\
IRU�SUHYHQWLQJ�IUDXG��ZDVWH��DQG�DEXVH�� ,�HVWDEOLVKHG�WKH�0DVVDFKXVHWWV�&HUWLILHG�3XEOLF
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3XUFKDVLQJ�2IILFLDO� �0&332�� WUDLQLQJ�DQG�FHUWLILFDWLRQ�SURJUDP�� �7KH�0&332�SURJUDP� LV
GHVLJQHG� WR� SURPRWH� H[FHOOHQFH� LQ� SXEOLF� SURFXUHPHQW� E\� EULQJLQJ� SURIHVVLRQDOLVP� DQG
H[SHUWLVH� WR� WKH� ILHOG�RI� SXEOLF� SXUFKDVLQJ� LQ�0DVVDFKXVHWWV�� � %\�EXLOGLQJ� WKH� FDSDFLW\� RI
SXEOLF� SXUFKDVLQJ� RIILFLDOV� WR� SHUIRUP� WKHLU�PLVVLRQ�FULWLFDO� IXQFWLRQV� HIILFLHQWO\�� HIIHFWLYHO\�
DQG�HWKLFDOO\�LQ�WKH�LQFUHDVLQJO\�FRPSOH[�FRPPHUFLDO�PDUNHWSODFH��WKH�0&332�SURJUDP�LV
DQ� LQQRYDWLYH� DQG� KLJKO\� VXFFHVVIXO� FRPSRQHQW� RI�P\�2IILFH¶V� SUHYHQWLRQ� VWUDWHJ\�� � 7KH
0&332�3URJUDP�PHHWV�ULJRURXV�QDWLRQDO�VWDQGDUGV�IRU�SURIHVVLRQDO�GHYHORSPHQW�SURJUDPV
DQG� HQDEOHV� TXDOLILHG� SDUWLFLSDQWV� WR� HDUQ� FRQWLQXLQJ� SURIHVVLRQDO� HGXFDWLRQ� FUHGLWV�
FRQWLQXLQJ�HGXFDWLRQ�XQLWV��DQG�SURIHVVLRQDO�GHYHORSPHQW�SRLQWV���7KH�$PHULFDQ�&RXQFLO�RQ
(GXFDWLRQ¶V�&ROOHJH�&UHGLW�5HFRPPHQGDWLRQ�6HUYLFH�KDV�UHFRPPHQGHG�WKDW�FROOHJHV�DQG
XQLYHUVLWLHV�JUDQW�XQGHUJUDGXDWH�DQG�JUDGXDWH�FUHGLW� IRU�FRPSOHWLRQ�RI�0&332�VHPLQDUV�
6LQFH�WKH�SURJUDP¶V�LQFHSWLRQ��P\�2IILFH�KDV�FRQGXFWHG�����VHPLQDUV�DW�YDULRXV�ORFDWLRQV
DURXQG�WKH�VWDWH��VHUYLQJ�PRUH�WKDQ�������DWWHQGHHV�����$V�RI�$SULO�����������SDUWLFLSDQWV
KDG� EHHQ� FHUWLILHG� DQG� DZDUGHG� DQ�0&332� GHVLJQDWLRQ�� � 7KH�0&332� SURJUDP� LV� WKH
KDOOPDUN�RI�P\�2IILFH¶V�FDSDFLW\�EXLOGLQJ�DSSURDFK� WR�SUHYHQWLQJ� IUDXG��ZDVWH��DQG�DEXVH
EHIRUH�WKH\�KDSSHQ�

6XSSOHPHQWLQJ�WKH�0&332�SURJUDP�DUH�D�KRVW�RI�RWKHU�SUHYHQWLRQ�DFWLYLWLHV��VXFK
DV� WKH�RQ�FDOO� WHFKQLFDO�DVVLVWDQFH�P\�2IILFH¶V�VSHFLDOO\� WUDLQHG�DWWRUQH\V�SURYLGH�GDLO\� WR
ORFDO�JRYHUQPHQW�RIILFLDOV�RQ�0DVVDFKXVHWWV�SXEOLF�SURFXUHPHQW�ODZV��,Q�WKH������FDOHQGDU
\HDU�DORQH��P\�2IILFH�UHVSRQGHG�WR�PRUH�WKDQ�������SURFXUHPHQW�UHODWHG�LQTXLULHV����(DUO\�LQ
P\�WHQXUH��,�LQVWLWXWHG�D�TXDUWHUO\�3URFXUHPHQW�%XOOHWLQ�WR�SURYLGH�SXEOLF�SXUFKDVLQJ�RIILFLDOV
DFURVV� WKH� VWDWH� ZLWK� SURFXUHPHQW�UHODWHG� LQIRUPDWLRQ� DQG� DGYLFH�� � 2YHU� WKH� \HDUV�� WKH
PDLOLQJ� OLVW� IRU� WKH� %XOOHWLQ� KDV� JURZQ� WR� ������� � 0\� 2IILFH� DOVR� SXEOLVKHV� SURFXUHPHQW
PDQXDOV�DQG�D�3UDFWLFDO�*XLGH�WR�'UDIWLQJ�,QYLWDWLRQV�IRU�%LGV�DQG�5HTXHVWV�IRU�3URSRVDOV�WR
DVVLVW�SXEOLF�RIILFLDOV�ZLWK�SURFXUHPHQW�DQG�FRQWUDFWLQJ�

/HJLVODWLYH�5HYLHZV�DQG�0DQGDWHV

'XULQJ� HDFK� OHJLVODWLYH� VHVVLRQ��P\�2IILFH� KDV� UHYLHZHG� DSSUR[LPDWHO\� ������ ELOOV
ILOHG�LQ�WKH�*HQHUDO�&RXUW�LQFOXGLQJ�OHJLVODWLYH�SURSRVDOV�VXEPLWWHG�E\�WKH�*RYHUQRU���(DFK
VHVVLRQ�P\�2IILFH� KDV� DOVR� GUDIWHG� DQG� VXEPLWWHG� VHYHUDO� KXQGUHG� RSLQLRQ� OHWWHUV� WR� WKH
/HJLVODWXUH�DQG�WKH�*RYHUQRU���7KHVH�RSLQLRQ�OHWWHUV�KDYH�RIWHQ�RSSRVHG�RU�UHFRPPHQGHG
DPHQGPHQWV� WR� VSHFLDO� OHJLVODWLRQ� FRQWDLQLQJ� H[HPSWLRQV� IURP� VWDWXWRU\� UHTXLUHPHQWV� IRU
RSHQ�� IDLU� FRPSHWLWLRQ�� � ,Q�PDQ\� LQVWDQFHV�� WKH�DPHQGPHQWV� UHFRPPHQGHG�E\�P\�2IILFH
KDYH�EHHQ�DGRSWHG�E\�WKH�/HJLVODWXUH�

6LQFH� ����� WKH� /HJLVODWXUH� KDV� HQDFWHG� ���� PDQGDWHV� LQVWUXFWLQJ� WKLV� 2IILFH� WR
XQGHUWDNH� VSHFLDO� VWXGLHV�� UHYLHZV�� RU� LQYHVWLJDWLRQV�� � 0DQ\� RI� WKHVH� PDQGDWHV� KDYH
UHTXLUHG�P\�2IILFH�WR�UHYLHZ�DQG�DSSURYH�WKH�PHWKRGRORJ\�DQG�GHWHUPLQDWLRQ�RI�IDLU�PDUNHW
YDOXH�RI�SXEOLF�SURSHUW\� LQYROYHG�LQ�D�FRQYH\DQFH�RU� OHDVH�WR�D�QDPHG�SDUW\�IRU�D�FHUWDLQ
XVH�� � )RU� H[DPSOH�� P\� 2IILFH� ZDV� UHTXLUHG� WR� UHYLHZ� DQG� DSSURYH� WKH� DSSUDLVDO� DQG
PHWKRGRORJ\� XVHG� WR� GHWHUPLQH� WKH� PDUNHW� YDOXH� RI� D� ���\HDU� OHDVH� ZLWK� D� VHOHFWHG
GHYHORSHU� IRU� ODQG� DQG� EXLOGLQJV� LQ� 1HZ� %HGIRUG� WR� EH� XVHG� E\� WKH� 8QLYHUVLW\� RI
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0DVVDFKXVHWWV�DW�'DUWPRXWK�IRU�D�FDPSXV�IDFLOLW\���%DVHG�RQ�P\�2IILFH¶V�FRQFHUQV�ZLWK�D
OHDVH� SURYLVLRQ� UHTXLULQJ� WKH� &RPPRQZHDOWK� WR� SD\� WKH� UHDO� HVWDWH� WD[HV� RQ� WKH
GHYHORSHU�ODQGORUG¶V�SURSHUW\��P\�2IILFH�UHFRPPHQGHG�WKDW�WKH�&LW\�RI�1HZ�%HGIRUG�HQWHU
LQWR�D�WD[�LQFUHPHQW�ILQDQFLQJ�DJUHHPHQW�ZLWK�WKH�GHYHORSHU�ODQGORUG���7KLV�UHFRPPHQGDWLRQ
ZDV�DGRSWHG��WKHUHE\�VDYLQJ�WKH�&RPPRQZHDOWK�PRUH�WKDQ�����PLOOLRQ�

$QRWKHU� H[DPSOH� ZDV� D� OHJLVODWLYH� PDQGDWH� UHTXLULQJ� WKH� 2IILFH� WR� LQYHVWLJDWH
LPSURSHU�PRWRU�YHKLFOH�UHJLVWUDWLRQV�E\�0DVVDFKXVHWWV�FLWL]HQV�DQG�EXVLQHVVHV�DQG�DQDO\]H
WKH�HFRQRPLF�LPSDFW�RI�WKLV�SUREOHP�RQ�VWDWH�VDOHV�WD[HV��PRWRU�YHKLFOH�H[FLVH�WD[HV��DQG
LQVXUDQFH�FRYHUDJH�FRVWV���0\�2IILFH�LVVXHG�D�UHSRUW�VXEVWDQWLDWLQJ�WKDW�H[WHQVLYH�IUDXG�KDG
RFFXUUHG� WKURXJK� LPSURSHU� RXW�RI�VWDWH� UHJLVWUDWLRQV�� UHVXOWLQJ� LQ� ORVW� WD[� UHYHQXHV� RI
DSSUR[LPDWHO\�����PLOOLRQ�DQQXDOO\���,Q�RUGHU�WR�FRUUHFW�WKLV�ZLGHVSUHDG�SUREOHP��P\�2IILFH¶V
UHSRUW�SURSRVHG�OHJLVODWLRQ�DGYRFDWLQJ�WRXJK�QHZ�SHQDOWLHV�IRU�YHKLFOH�RZQHUV�ZKR�GRGJH
WD[HV��IHHV��DQG�LQVXUDQFH�SUHPLXPV�E\�LOOHJDOO\�UHJLVWHULQJ�WKHLU�YHKLFOHV�RXW�RI�VWDWH�RU�LQ
DQRWKHU�FLW\�RU�WRZQ�

,Q�������P\�2IILFH�LVVXHG�D�FRPSUHKHQVLYH��OHJLVODWLYHO\�PDQGDWHG�UHSRUW�H[DPLQLQJ
WKH� EXVLQHVV� RSHUDWLRQV� DQG� FRQWUDFWLQJ� SUDFWLFHV� RI� ��� FKDUWHU� VFKRROV�� � ,Q� DGGLWLRQ� WR
LGHQWLI\LQJ� VHULRXV� GHILFLHQFLHV� WKDW�� OHIW� XQFRUUHFWHG�� FRXOG� MHRSDUGL]H� FKDUWHU� VFKRROV¶
FDSDFLW\� WR� DFKLHYH� WKHLU� PLVVLRQ� DQG� SURWHFW� WKHLU� ILQDQFLDO� LQWHUHVWV�� P\� 2IILFH¶V� UHSRUW
SURYLGHG�GHWDLOHG�UHFRPPHQGDWLRQV�DLPHG�DW�VWUHQJWKHQLQJ�FKDUWHU�VFKRRO�JRYHUQDQFH�DQG
RSHUDWLRQV�

0\�2IILFH�KDV�VLQFH�LVVXHG�WZR�DGGLWLRQDO�UHSRUWV�RQ�FKDUWHU�VFKRROV�ZKRVH�EXVLQHVV
RSHUDWLRQV�H[KLELWHG�D�KLJK�GHJUHH�RI�YXOQHUDELOLW\�WR�IUDXG��ZDVWH��DQG�DEXVH���0\�2IILFH¶V
1RYHPEHU� ����� UHSRUW� FRQFHUQLQJ� WKH� 6$%,6� ,QWHUQDWLRQDO� &KDUWHU� 6FKRRO� UHYHDOHG� WKDW
GHILFLHQW�JRYHUQDQFH�E\� WKH�VFKRRO¶V�JRYHUQLQJ�ERDUG�DQG�GHILFLHQW�ERDUG�RYHUVLJKW�RI� LWV
FRQWUDFW�ZLWK�D�SULYDWH�PDQDJHPHQW�FRQWUDFWRU�UHVXOWHG�LQ�KXQGUHGV�RI�WKRXVDQGV�RI�GROODUV
LQ� TXHVWLRQDEOH� SXEOLF� H[SHQGLWXUHV� DQG� GLPLQLVKHG� SXEOLF� DFFRXQWDELOLW\�� � 0\� 2IILFH¶V
-DQXDU\������UHSRUW�FRQFHUQLQJ�WKH�6RPHUYLOOH�&KDUWHU�6FKRRO�GLVFORVHG�WKDW�D�SULYDWH��IRU�
SURILW� FRPSDQ\�� FRQWUROOHG� WKH� VFKRRO¶V� ILQDQFHV�� WKH� VFKRRO¶V� EXGJHW�� WKH� VFKRRO¶V
HPSOR\HHV��DQG�HYHQ�WKH�VFKRRO¶V�DQQXDO�DXGLW���,Q�DGGLWLRQ�WR�UHFRPPHQGLQJ�LPSURYHPHQWV
DW�WKH�6$%,6�,QWHUQDWLRQDO�&KDUWHU�6FKRRO�DQG�WKH�6RPHUYLOOH�&KDUWHU�6FKRRO��P\�2IILFH�KDV
SURYLGHG� GHWDLOHG� FRPPHQWV� DQG� UHFRPPHQGDWLRQV� IRU� LPSURYHPHQW� LQ� OHWWHUV� WR� WKH
/DZUHQFH�)DPLO\�'HYHORSPHQW�&KDUWHU�6FKRRO�DQG�$WODQWLV�&KDUWHU�6FKRRO���0\�2IILFH�KDV
DOVR� SURYLGHG� H[WHQVLYH� FRPPHQWV� DQG� UHFRPPHQGDWLRQV� UHJDUGLQJ� FKDUWHU� VFKRRO
JRYHUQDQFH�DQG�RYHUVLJKW�WR�WKH�'HSDUWPHQW�RI�(GXFDWLRQ¶V�FKDUWHU�VFKRRO�RIILFH�DQG�WR�WKH
%RDUG�RI�(GXFDWLRQ�

&HQWUDO�$UWHU\�7XQQHO�3URMHFW�2YHUVLJKW

6LQFH� ������P\�2IILFH� KDV� LVVXHG� ��� UHSRUWV� FRQFHUQLQJ� WKH� ����� ELOOLRQ� %LJ�'LJ
3URMHFW���6RPH�RI�WKLV�ZRUN�ZDV�PDQGDWHG�E\�WKH�/HJLVODWXUH��RWKHU�UHYLHZV�ZHUH�LQLWLDWHG�E\
P\� 2IILFH�� DQG� VWLOO� RWKHUV� ZHUH� FRQGXFWHG� DW� WKH� UHTXHVW� RI� 3URMHFW� PDQDJHPHQW�� �0\
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2IILFH¶V� UHFHQW� LQYHVWLJDWLRQ�RI�%LJ�'LJ� ILQDQFHV� LV� VXPPDUL]HG�HDUOLHU� LQ� WKLV� OHWWHU��� � )RU
H[DPSOH�� P\� 2IILFH¶V� UHSRUWV� RQ� WKH� %LJ� 'LJ� KDYH� H[DPLQHG� GHILFLHQW� RYHUVLJKW� E\� WKH
3URMHFW¶V�SULYDWH�PDQDJHPHQW�FRQVXOWDQW�RI�DQ�HLJKW�\HDU��������PLOOLRQ�GHVLJQ�FRQWUDFW�IRU�D
VWDWH�RI�WKH�DUW� LQWHJUDWHG� SURMHFW� FRQWURO� V\VWHP�� GRFXPHQWHG� GHOD\V�� PLVLQIRUPDWLRQ�
PDQDJHPHQW� HUURUV�� DQG� ODFN� RI� LQGHSHQGHQFH� LQ� WKH� YDOXH� HQJLQHHULQJ� SURJUDP� IRU� WKH
3URMHFW��DQG� LGHQWLILHG� LQWHUQDO�DXGLW� LQHIILFLHQFLHV�DQG� UHVRXUFH�SUREOHPV� WKDW� MHRSDUGL]HG
IHGHUDO�UHLPEXUVHPHQW�IRU�WKH�3URMHFW�

0RUH�UHFHQWO\��P\�2IILFH� LVVXHG�UHSRUWV�FULWLFL]LQJ� WKH�3URMHFW¶V�KDQGOLQJ�RI�FKDQJH
RUGHUV� RQ� D� ������ PLOOLRQ� WXQQHO� FRQWUDFW� DQG� WKH� 3URMHFW¶V� HIIRUWV� WR� LPSOHPHQW� D� FRVW
UHFRYHU\� SURJUDP�� � 7KH� ODWWHU� UHSRUW� UHYHDOHG� WKDW� RYHU� D� VL[�\HDU� SHULRG�� WKH� 3URMHFW
UHFRYHUHG�RQO\���������IURP�PRUH�WKDQ�����PLOOLRQ�LQ�FRVW�UHFRYHU\�UHODWHG�FKDQJH�RUGHUV�

0\�2IILFH�KDV�DOVR�LVVXHG�VFRUHV�RI�OHWWHUV�WR�DQG�FRQFHUQLQJ�WKH�%LJ�'LJ�3URMHFW���$V
HDUO\�DV�������P\�2IILFH�ZDUQHG�WKDW�3URMHFW�FRVWV�ZRXOG�IDU�H[FHHG�WKH�&RPPRQZHDOWK¶V
3URMHFW�HVWLPDWHV��P\�2IILFH�KDV�XUJHG�WKH�/HJLVODWXUH�DQG�3URMHFW�RIILFLDOV�WR�VFUXWLQL]H�WKH
IXOO�3URMHFW�FRVW��LQFOXGLQJ�GHEW�FRVWV�DQG�RSHUDWLRQV�DQG�PDLQWHQDQFH�FRVWV���0\�2IILFH�KDV
LGHQWLILHG�QXPHURXV�PDQDJHPHQW�SUDFWLFHV� WKDW�� LI� OHIW�XQFRUUHFWHG��ZHUH� OLNHO\� WR�REVFXUH
SUREOHPV��LQFUHDVH�FRVWV��DQG�KDPSHU�WKH�3URMHFW¶V�DELOLW\�WR�SUHGLFW�DQG�FRQWURO�FRVWV���,Q
SDUWLFXODU�� P\� 2IILFH� KDV� UHSHDWHGO\� SRLQWHG� RXW� V\VWHPLF� FRQWURO� DQG� DFFRXQWDELOLW\
SUREOHPV� VWHPPLQJ� IURP� WKH� &RPPRQZHDOWK¶V� H[FHVVLYHO\� EURDG� SURMHFW� PDQDJHPHQW
FRQWUDFW�ZLWK�DQG�QHDU�WRWDO�GHSHQGHQFH�RQ�LWV�SULYDWH�PDQDJHPHQW�FRQVXOWDQW�

,Q� DFFRUGDQFH� ZLWK� OHJLVODWLYH� PDQGDWHV�� P\� 2IILFH� KDV� FRQGXFWHG� PRUH� WKDQ� D
GR]HQ�UHYLHZV�RI�3URMHFW�UHODWHG�EXLOGLQJV�DQG�SLORW�SURMHFWV�DQG�UHFRPPHQGHG�QXPHURXV
PHDVXUHV� WR� FRQWURO� FRVWV� DQG� LPSURYH� SHUIRUPDQFH�� � $W� WKH� UHTXHVW� RI� WKH� 3URMHFW��P\
2IILFH� KDV� FRQGXFWHG� PRUH� WKDQ� ��� PDQDJHPHQW� UHYLHZV� RI� 3URMHFW� V\VWHPV� DQG
SURFHGXUHV�� � 0\� ZRUN� LQ� WKLV� DUHD� KDV� IRFXVHG� RQ� LGHQWLI\LQJ� V\VWHPLF� YXOQHUDELOLWLHV� WR
ZDVWH�DQG�DEXVH��LGHQWLI\LQJ�RSSRUWXQLWLHV�IRU�FRVW�VDYLQJV��DQG�VWUHQJWKHQLQJ�WKH�3URMHFW¶V
PDQDJHPHQW�DQG�RYHUVLJKW�SUDFWLFHV�

7KH�2YHUVLJKW�&KDOOHQJH

7KH� DFWLYLWLHV� GHVFULEHG� LQ� WKH� SUHFHGLQJ� SDJHV� UHSUHVHQW� RQO\� D� SRUWLRQ� RI� P\
2IILFH¶V� RQJRLQJ� ZRUN� WR� SURPRWH� HIILFLHQF\�� HIIHFWLYHQHVV�� DQG� DFFRXQWDELOLW\� LQ� WKH
RSHUDWLRQ�RI�JRYHUQPHQW���0\�2IILFH¶V�VWDII�KDYH�GHYRWHG�FRXQWOHVV�KRXUV�WR�RWKHU�DFWLYLWLHV
WKDW�VXSSRUW�WKH�2IILFH¶V�PLVVLRQ���/HJLVODWLRQ�GUDIWLQJ� LV�RQH�VXFK�DFWLYLW\�� �GXULQJ�WKH� ODVW
OHJLVODWLYH�VHVVLRQ��WKH�2IILFH�ILOHG�OHJLVODWLRQ�WR�VWUHDPOLQH�DQG�ILQH�WXQH�0�*�/��F����%��WKH
FRPSHWLWLYH�SURFXUHPHQW� ODZ� WKDW�DSSOLHV� WR�PXQLFLSDO��FRXQW\��GLVWULFW��DQG� ORFDO�DXWKRULW\
SURFXUHPHQWV�RI�VXSSOLHV��VHUYLFHV��DQG�UHDO�SURSHUW\��7KH�2IILFH¶V�UHFRPPHQGDWLRQV��ZKLFK
ZHUH�LQFRUSRUDWHG�LQWR�WKH�HQDFWHG�)<������EXGJHW��KDYH�EURXJKW�0�*�/��F����%�XS�WR�GDWH�
WKHUHE\� LPSURYLQJ� WKH�SURFXUHPHQW�SURFHGXUHV�XVHG�E\� WKH�PRUH� WKDQ������� MXULVGLFWLRQV
WKDW�DUH�VXEMHFW�WR�WKH�FRPSHWLWLYH�FRQWUDFWLQJ�UHTXLUHPHQWV�RI�WKH�ODZ�
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3URYLGLQJ� FRPPHQWV� DQG� UHFRPPHQGDWLRQV� RQ� RQJRLQJ� SXEOLF� SURMHFWV� LV� DQRWKHU
RYHUVLJKW�DFWLYLW\�LQ�ZKLFK�,�KDYH�LQYHVWHG�VXEVWDQWLDO�VWDII�UHVRXUFHV���)RU�H[DPSOH��DW�WKH
UHTXHVW� RI� WKH� ([HFXWLYH� 2IILFH� RI� 7UDQVSRUWDWLRQ� DQG� &RQVWUXFWLRQ� �(27&��� P\� 2IILFH
REVHUYHG� DQG� SURYLGHG� DGYLFH� UHJDUGLQJ� WKH� SURFHVV� RI� VHOHFWLQJ� DQG� FRQWUDFWLQJ�ZLWK� D
GHYHORSHU�WR�GHVLJQ��FRQVWUXFW��ILQDQFH��DQG�RSHUDWH�5RXWH���1RUWK�IRU�D����\HDU�WHUP���,Q
WKLV�DQG� VLPLODU� FDVHV�� WKH�2IILFH� KDV� LQYHVWHG� WLPH�DQG�HIIRUW� DLPHG�DW� LPSURYLQJ�SXEOLF
PDQDJHPHQW� RI� D� SURMHFW� LQ� RUGHU� WR� UHGXFH� WKH� ULVNV� WR� WKH� SXEOLF� RI� IUDXG�� ZDVWH�� DQG
DEXVH���7KH�FKDOOHQJH�RI�SURYLGLQJ�HIIHFWLYH�RYHUVLJKW�GHPDQGV�WKDW� WKH�2IILFH�FRQWLQXDOO\
H[SDQG�WKH�VFRSH�RI�DQG�DSSURDFKHV�WR�LWV�LPSRUWDQW�ZRUN�

,Q� WKH� FRYHU� OHWWHU� WR� P\� ILUVW� DQQXDO� UHSRUW�� ,� VDLG�� � ³7KHVH� DUH� H[WUDRUGLQDU\�
FKDOOHQJLQJ� WLPHV� LQ�ZKLFK� WKH�QHHG� IRU�DQ� LQGHSHQGHQW�� DSROLWLFDO�2IILFH�RI� WKH� ,QVSHFWRU
*HQHUDO�KDV�QHYHU�EHHQ�JUHDWHU�´��7KHVH�ZRUGV�DUH�QR�OHVV�DSSOLFDEOH�WHQ�\HDUV�ODWHU���$V�,
WDNH�OHDYH�RI�WKH�2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO��,�GR�VR�ZLWK�JUHDW�SULGH�LQ�DOO�WKDW�WKH�2IILFH
KDV�DFFRPSOLVKHG�RQ�P\�ZDWFK���$OO�,QVSHFWRUV�*HQHUDO��DQG�,�SHUVRQDOO\��RZH�D�JUHDW�GHEW
RI�JUDWLWXGH�WR�IRUPHU�,QVSHFWRU�*HQHUDO�-RVHSK�5��%DUUHVL�IRU�KLV�JURXQGEUHDNLQJ�ZRUN� LQ
WKH�LQVSHFWRU�JHQHUDO�ILHOG���,�DOVR�ZLVK�WR�H[SUHVV�P\�DSSUHFLDWLRQ�WR�WKH�2IILFH¶V�VWDII�ZKR
KDYH�VHUYHG�WKH�SXEOLF�VR�GLOLJHQWO\�DQG�HIIHFWLYHO\�RYHU�WKH�SDVW�WHQ�\HDUV���,�DP�RSWLPLVWLF
WKDW� WKH� 2IILFH� ZLOO� FRQWLQXH� WR� KRQRU� DQG� XSKROG� LWV� OHJDF\�� WR� GHYHORS� QHZ� RYHUVLJKW
DSSURDFKHV��DQG�� LQ�VR�GRLQJ�� WR� IXOILOO� LWV�PLVVLRQ�WR�SUHYHQW�DQG�GHWHFW� IUDXG��ZDVWH��DQG
DEXVH�LQ�WKH�H[SHQGLWXUH�RI�SXEOLF�IXQGV�

6LQFHUHO\�

5REHUW�$��&HUDVROL
,QVSHFWRU�*HQHUDO
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3XEOLFDWLRQV�RI�WKH�2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO
-XO\������±�$SULO�����

5HSRUWV

$�5HSRUW� RQ� WKH� 'HVLJQ� DQG�&RQVWUXFWLRQ� RI� WKH� 8QLYHUVLW\� RI�0DVVDFKXVHWWV� &RPSXWHU
6FLHQFH�&HQWHU��0DUFK������

$�+LVWRU\�RI�&HQWUDO�$UWHU\�7XQQHO�3URMHFW�)LQDQFHV��������������5HSRUW�WR�WKH�7UHDVXUHU�RI
WKH�&RPPRQZHDOWK��0DUFK������

6RPHUYLOOH�&KDUWHU�6FKRRO��0DQDJHPHQW�,VVXHV�DQG�5HFRPPHQGDWLRQV��-DQXDU\������

$�5HYLHZ�RI�WKH�&HQWUDO�$UWHU\�7XQQHO�3URMHFW�&RVW�5HFRYHU\�3URJUDP��'HFHPEHU������

$� 5HYLHZ� RI� WKH� 0HWURSROLWDQ� 'LVWULFW� &RPPLVVLRQ¶V� 6ZLPPLQJ� 3RRO� 0DLQWHQDQFH� DQG
5HSDLU�&RQWUDFWV��'HFHPEHU������

&HQWUDO� $UWHU\�7XQQHO� 3URMHFW�� 0DQDJHPHQW� ,VVXHV� DQG� 5HFRPPHQGDWLRQV� ����������
'HFHPEHU������

6$%,6� ,QWHUQDWLRQDO� &KDUWHU� 6FKRRO�� 0DQDJHPHQW� ,VVXHV� DQG� 5HFRPPHQGDWLRQV�
1RYHPEHU������

7KH�&RPPRQZHDOWK¶V�&RQWUDFWRU�&HUWLILFDWLRQ�6\VWHP��$�6WDWXV�5HSRUW��1RYHPEHU������

'HSDUWPHQW�RI�0HGLFDO�$VVLVWDQFH��2UWKRSHGLF�)RRWZHDU�%HQHILWV��3ROLFLHV��DQG�3URFHGXUHV�
$SULO������

6WDWXWRULO\� 0DQGDWHG� 5HYLHZV� RI� &HQWUDO� $UWHU\�7XQQHO� 3URMHFW� %XLOGLQJ� &RQVWUXFWLRQ
&RQWUDFWV������������'HFHPEHU������

$�0DQDJHPHQW�5HYLHZ�RI�&RPPRQZHDOWK�&KDUWHU�6FKRROV��1RYHPEHU������

$�5HYLHZ�RI�WKH�&HQWUDO�$UWHU\�7XQQHO�3URMHFW¶V�8VH�RI�$QFKRU�%ROWV�RQ�WKH�&��%��7XQQHO
)LQLVKHV�&RQWUDFW��'HFHPEHU������

5HYLHZ�RI�WKH�6HHNRQN�/DQGILOO��'HFHPEHU������

4XDOLI\LQJ� &RQWUDFWRUV� IRU� 3XEOLF� %XLOGLQJ� 3URMHFWV�� $� &DVH� 6WXG\� DQG� 6\VWHP� 5HYLHZ�
$XJXVW������
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(PHUJHQF\�&RQVWUXFWLRQ�3URMHFWV��5HYLHZ�RI�6HOHFWHG�6WDWH�2IILFH�%XLOGLQJ�&RQWUDFWV��0D\
�����

$� 5HYLHZ� RI� WKH� &HQWUDO� $UWHU\�7XQQHO� 3URMHFW¶V� 0DWHULDOV� 7HVWLQJ� /DERUDWRU\� )XQFWLRQ�
'HFHPEHU������

7KH�1RUWK�(DVW�6ROLG�:DVWH�&RPPLWWHH�3URMHFW�� �3ODQQLQJ�DQG�'HYHORSPHQW�RI� D�3XEOLF
3ULYDWH�3DUWQHUVKLS��'HFHPEHU������

/HDVH�3XUFKDVH� )LQDQFLQJ� RI� D� 'HVLJQ�%XLOG� 3URMHFW�� 7KH� 3O\PRXWK� &RXQW\� &RUUHFWLRQDO
)DFLOLW\��-XO\������

$�6WXG\�RI�,PSURSHU�0RWRU�9HKLFOH�5HJLVWUDWLRQV��0DUFK������

0DLQWHQDQFH�DQG�5HSDLU�&RQWUDFWLQJ�%\�WKH�%RVWRQ�+RXVLQJ�$XWKRULW\��)HEUXDU\������

3ULYDWH�2IILFH�6SDFH�/HDVLQJ�E\�6WDWH�$JHQFLHV��-DQXDU\������

6WDWXWRULO\� 0DQGDWHG� 5HYLHZV� RI� &HQWUDO� $UWHU\�7XQQHO� 3URMHFW� %XLOGLQJ� &RQVWUXFWLRQ
&RQWUDFWV�������������'HFHPEHU������

$�5HSRUW�RQ�&HUWDLQ�$FWLYLWLHV�DQG�3UDFWLFHV�RI�WKH�0DVVDFKXVHWWV�3XEOLF�+HDOWK�%LRORJLFV
/DERUDWRULHV��'HFHPEHU������

9DOXH�(QJLQHHULQJ�&KDQJH�3URSRVDOV��$�5HYLHZ�RI� D�&HQWUDO� $UWHU\�7XQQHO� 3URMHFW�&RVW
&RQWURO�3URJUDP��'HFHPEHU������

3URSRVHG� 'LVSRVLWLRQ� RI� WKH� 0DVVDFKXVHWWV� +LJKZD\� 'HSDUWPHQW¶V� :HOOHVOH\� &HQWUDO
0DLQWHQDQFH�)DFLOLW\��$�5HYLHZ�3XUVXDQW�WR�&KDSWHU�����RI�WKH�$FWV�RI�������-XO\������

3URFXULQJ�(QHUJ\�0DQDJHPHQW�6HUYLFHV��$�&DVH�6WXG\��0DUFK������

$�5HYLHZ�RI�WKH�2DN�%OXIIV�%DWKKRXVH�3URMHFW��'HFHPEHU������

5HYLHZ�RI�D�&RQVXOWDQW�&RQWUDFW�3URFXUHG�DQG�$GPLQLVWHUHG�E\�WKH�0%7$��'HFHPEHU������

5HSRUW� RQ� WKH�0DVVDFKXVHWWV�+LJKZD\�'HSDUWPHQW¶V�$VVHW�0DQDJHPHQW�6\VWHP� IRU� WKH
&HQWUDO�$UWHU\�7KLUG�+DUERU�7XQQHO�3URMHFW��1RYHPEHU������

7KH�3ROODUG�0LGGOH�6FKRRO�&RQVWUXFWLRQ�3URMHFW�LQ�1HHGKDP��$�0DQDJHPHQW�5HYLHZ��-XQH
�����

$�5HYLHZ�RI�WKH�&RPPRQZHDOWK¶V�+LJKHU�(GXFDWLRQ�%XLOGLQJ�$XWKRULWLHV��)HEUXDU\������
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&RQWUDFWLQJ�IRU�3DUNLQJ�/RW�0DQDJHPHQW�6HUYLFHV�E\�WKH�0HWURSROLWDQ�'LVWULFW�&RPPLVVLRQ�
'HFHPEHU������

9DOXH� (QJLQHHULQJ�� $� 5HYLHZ� RI� D� &HQWUDO� $UWHU\�7XQQHO� 3URMHFW� &RVW�&RQWURO� 3URJUDP�
'HFHPEHU������

%HFKWHO�3DUVRQV� %ULQFNHUKRII¶V� 0DQDJHPHQW� RI� D� 'HVLJQ� &RQWUDFW� IRU� WKH� &HQWUDO
$UWHU\�7XQQHO�3URMHFW��1RYHPEHU������

5HSRUW�RQ�WKH�0DVVDFKXVHWWV�+LJKZD\�'HSDUWPHQW¶V�,QWHUQDO�$XGLW�)XQFWLRQ�IRU�WKH�&HQWUDO
$UWHU\�7KLUG�+DUERU�7XQQHO�3URMHFW��-XO\������

0DVVDFKXVHWWV� :DWHU� 5HVRXUFHV� $XWKRULW\�� 5HSRUW� RQ� WKH� 3URFXUHPHQW� RI� )LQDQFLDO
6HUYLFHV��'HFHPEHU������

7KH�0:5$¶V�6XSSRUW�%XLOGLQJ�&RPSOH[�RQ�'HHU�,VODQG��7RR�/DUJH��/DYLVK��DQG�([SHQVLYH�
'HFHPEHU������

7KH�3URFXUHPHQW�RI�3HQVLRQ�,QYHVWPHQW�0DQDJHPHQW�6HUYLFHV�E\�WKH�'HSDUWPHQW�RI� WKH
6WDWH�7UHDVXUHU��$XJXVW������

&RQWUDFW�0LVPDQDJHPHQW��'&32�:DVWHG����������RQ�:LQGRZV�DW� 7HZNVEXU\�+RVSLWDO�
$SULO������

+D]DUGV� $KHDG�� 7KH� 2SHUDWLRQV� &RQWURO� &HQWHU� &RPSOH[� IRU� WKH� &HQWUDO� $UWHU\�7XQQHO
3URMHFW��0DUFK������

7KH�'05�,QYHVWLJDWLRQV�'LYLVLRQ��$�&ULWLFDO�5HYLHZ��1RYHPEHU������

([FOXVLYH�7RZLQJ�&RQWUDFWV�RQ�WKH�7XUQSLNH��2FWREHU������

5HSDLU�3ODWHV��6SHFLDO�,QWHUHVW�3ULYLOHJHV�DW�3XEOLF�([SHQVH��2FWREHU������

'LVSRVLWLRQ�RI�6WDWH�3URSHUW\��7KH�(OP�%DQN�&DVH��-XO\������

$XGLW�6HUYLFHV�3URFXUHPHQW�E\�WKH�0DVVDFKXVHWWV�'HSDUWPHQW�RI�3XEOLF�:RUNV��1RYHPEHU
�����

7KH� 0DVVDFKXVHWWV� 7XUQSLNH� $XWKRULW\�� 6HOI�3UHVHUYDWLRQ� DW� WKH� ([SHQVH� RI� 7D[SD\HU
,QWHUHVWV��2FWREHU������
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0DQXDOV��*XLGHV��DQG�%XOOHWLQV

0XQLFLSDO��&RXQW\��'LVWULFW��DQG�/RFDO�$XWKRULW\�3URFXUHPHQW�RI�6XSSOLHV��6HUYLFHV��DQG�5HDO
3URSHUW\���WK�(GLWLRQ���������UG�(GLWLRQ�������

'HVLJQLQJ�DQG�&RQVWUXFWLQJ�3XEOLF�)DFLOLWLHV���WK�(GLWLRQ���������UG�(GLWLRQ���������QG�(GLWLRQ�
�����

3UDFWLFDO� *XLGH� WR� 'UDIWLQJ� (IIHFWLYH� ,QYLWDWLRQV� IRU� %LGV� DQG� 5HTXHVWV� IRU� 3URSRVDOV� IRU
6XSSOLHV�DQG�6HUYLFHV���QG�(GLWLRQ���������VW�(GLWLRQ�������

5HFRPPHQGHG�&RGH�RI�&RQGXFW�IRU�3XEOLF�(PSOR\HHV��$XJXVW������

3URFXUHPHQW�%XOOHWLQ�����TXDUWHUO\�LVVXHV�



7DEOH�RI�&RQWHQWV

,QWURGXFWLRQ��������������������������������������������������������������������������������������������������������

)LQDQFLDO�2YHUVLJKW�������������������������������������������������������������������������������������������

,QYHVWLJDWLRQV ������������������������������������������������������������������������������������������������ ��

&HQWUDO�$UWHU\�7KLUG�+DUERU�7XQQHO�3URMHFW�0RQLWRULQJ�������������������������� ��

2SHUDWLRQDO�5HYLHZV������������������������������������������������������������������������������������� ��

(IIHFWLYH�DQG�(WKLFDO�&RQWUDFWLQJ��������������������������������������������������������������� ��

/RFDO�*RYHUQPHQW�3URFXUHPHQW�$VVLVWDQFH�DQG�(QIRUFHPHQW ������������ ��

7KH�0&332�3URJUDP������������������������������������������������������������������������������������ ��

5HDO�(VWDWH�'HDOLQJV������������������������������������������������������������������������������������� ��

/HJLVODWLYH�5HYLHZV �������������������������������������������������������������������������������������� ��

/HJLVODWLYH�5HFRPPHQGDWLRQV��������6HVVLRQ����������������������������������������� ��

0DVVDFKXVHWWV�2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO

$GGUHVV�
5RRP�����
-RKQ�0F&RUPDFN�6WDWH�2IILFH�%XLOGLQJ
2QH�$VKEXUWRQ�3ODFH
%RVWRQ��0$�������

0DLOLQJ�$GGUHVV�
3�2��%R[����
6WDWH�+RXVH�6WDWLRQ
%RVWRQ��0$�������

3KRQH�
��������������
����������������0&332�3URJUDP�
����������������FRQILGHQWLDO����KRXU�KRWOLQH�

,QWHUQHW�DQG�)D[�
ZZZ�VWDWH�PD�XV�LJ
����������������ID[�

3XEOLFDWLRQ�1R��������������&������,*2��DSSURYHG�E\�3KLOPRUH�$QGHUVRQ�,,,��6WDWH�3XUFKDVLQJ�$JHQW�

3ULQWHG�RQ�UHF\FOHG�SDSHU�



7KLV�SDJH�LQWHQWLRQDOO\�OHIW�EODQN�
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,QWURGXFWLRQ

7KH�0DVVDFKXVHWWV� 2IILFH� RI� WKH� ,QVSHFWRU� *HQHUDO� ZDV� HVWDEOLVKHG� LQ
�����RQ� WKH� UHFRPPHQGDWLRQ�RI� WKH�6SHFLDO�&RPPLVVLRQ�RQ�6WDWH� DQG
&RXQW\�%XLOGLQJV��D�OHJLVODWLYH�FRPPLVVLRQ�WKDW�VSHQW�WZR�\HDUV�SURELQJ
FRUUXSWLRQ� LQ� WKH�FRQVWUXFWLRQ�RI�SXEOLF�EXLOGLQJV� LQ�0DVVDFKXVHWWV�� �7KH
FRPPLVVLRQ�� OHG� E\� -RKQ� :LOOLDP� :DUG�� SURGXFHG� D� ���YROXPH� UHSRUW
GRFXPHQWLQJ� LWV� ILQGLQJV� RI� PDVVLYH� IUDXG� DQG� ZDVWH� DQG� GHWDLOLQJ� LWV
OHJLVODWLYH�UHFRPPHQGDWLRQV�IRU�UHIRUP���7KH�2IILFH�ZDV�WKH�ILUVW�VWDWHZLGH
RIILFH�RI�WKH�LQVSHFWRU�JHQHUDO�HVWDEOLVKHG�LQ�WKH�FRXQWU\�

³7KH� EDVLF� FRQFHSW� EHKLQG� WKH� 2IILFH� RI� WKH� ,QVSHFWRU� *HQHUDO� LV� WKDW� DQ\
LQVWLWXWLRQ� �� �� ��PXVW�EXLOG� LQWR� LWVHOI� D�PHFKDQLVP� IRU�VHOI�FULWLFLVP�DQG�VHOI�
FRUUHFWLRQ�� �� �� ��7R�SUHYHQW�DQG�GHWHFW��DQG�WKH�HPSKDVLV�IDOOV�DV�PXFK�XSRQ
SUHYHQWLRQ�DV�GHWHFWLRQ�� IUDXG�DQG�ZDVWH� �� �� �� WKH�&RPPLVVLRQ�GHVLJQHG� WKH
2IILFH� RI� WKH� ,QVSHFWRU� *HQHUDO� WR� EH� D� QHXWUDO�� LPSDUWLDO� DQG� LQGHSHQGHQW
RIILFH�WR�IXOILOO�WKDW�FULWLFDO�IXQFWLRQ�´

±�:DUG�&RPPLVVLRQ�)LQDO�5HSRUW��9RO���

7KH� 2IILFH� KDV� D� EURDG� PDQGDWH� XQGHU� 0DVVDFKXVHWWV� *HQHUDO� /DZV
&KDSWHU� ��$� WR� SUHYHQW� DQG� GHWHFW� IUDXG�� ZDVWH�� DQG� DEXVH� LQ
JRYHUQPHQW�� �0�*�/��F����$�SURYLGHV� WKH�2IILFH� WKH�SRZHU� WR�VXESRHQD
UHFRUGV� DQG�SHRSOH� IRU� LQYHVWLJDWLRQV�DQG�PDQDJHPHQW� UHYLHZV�� DQG� WR
LQYHVWLJDWH�ERWK�FULPLQDO�DQG�QRQFULPLQDO�YLRODWLRQV�RI�WKH�ODZ���7KH�2IILFH
HPSOR\V�D�VWDII�RI�H[SHULHQFHG�VSHFLDOLVWV��LQFOXGLQJ�LQYHVWLJDWRUV��ODZ\HUV�
PDQDJHPHQW�DQDO\VWV��DQG�HQJLQHHUV���6SHFLDO�LQWHUGLVFLSOLQDU\�WHDPV�DUH
IRUPHG� WR� PHHW� WKH� XQLTXH� UHTXLUHPHQWV� RI� WKH� 2IILFH¶V� SURMHFWV�� � )RU
H[DPSOH�� WKH� WHDP� DVVLJQHG� WR�PRQLWRU� WKH�&HQWUDO� $UWHU\�7KLUG� +DUERU
7XQQHO�3URMHFW�FRPSULVHV�VSHFLDOLVWV�LQ�FRQWUDFWLQJ��HQJLQHHULQJ��ODZ��DQG
ILQDQFLDO�DQDO\VLV�� �7KH�2IILFH�DOVR�KDV�DVVLJQHG�D� WHDP�RI�SURFXUHPHQW
VSHFLDOLVWV� WR� DVVLVW� ORFDO� JRYHUQPHQWV� ZLWK�0�*�/�� F�� ��%�� WKH� 8QLIRUP
3URFXUHPHQW�$FW�

3UHYHQWLQJ� IUDXG�� ZDVWH�� DQG� DEXVH� EHIRUH� WKH\� KDSSHQ� LV� WKH� 2IILFH¶V
SULQFLSDO�REMHFWLYH�� �7KURXJKRXW� LWV�SDJHV�� WKLV� UHSRUW�GHWDLOV�H[DPSOHV
RI�RXU�SUHYHQWLRQ�DFWLYLWLHV��ZKLFK�IDOO�LQWR�WKUHH�EURDG�FDWHJRULHV�

&DSDFLW\� EXLOGLQJ�� � 7KH�2IILFH� SURYLGHV� H[WHQVLYH� WUDLQLQJ� RI� SXEOLF
RIILFLDOV�� LQFOXGLQJ� WKH� 0DVVDFKXVHWWV� &HUWLILHG� 3XEOLF� 3XUFKDVLQJ
2IILFLDO� �0&332�� SURJUDP�� � 7KH� 2IILFH� DOVR� SURYLGHV� WHFKQLFDO
DVVLVWDQFH� WR� SXEOLF� RIILFLDOV� E\� ILHOGLQJ� D� WHDP� RI� SURFXUHPHQW
VSHFLDOLVWV� WKDW� UHJXODUO\� DQVZHU� TXHVWLRQV� UHODWHG� WR�0�*�/�� F�� ��%�
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DQG�SXEOLVKLQJ� LQVWUXFWLRQDO�PDQXDOV�RQ�VWDWH�SXEOLF�SXUFKDVLQJ� ODZV
DV�ZHOO�DV�D�TXDUWHUO\�3URFXUHPHQW�%XOOHWLQ�ZLWK�LQIRUPDWLRQ�DQG�DGYLFH
WR� SURPRWH� HIIHFWLYH� DQG� HWKLFDO� SXUFKDVLQJ�� � 7KH�2IILFH� DOVR� RIIHUV
WHFKQLFDO�DVVLVWDQFH�WR�WKH�&HQWUDO�$UWHU\�7KLUG�+DUERU�7XQQHO�3URMHFW�
RIWHQ�WR�VXJJHVW�LPSURYHPHQWV�WR�WKH�3URMHFW¶V�PDQDJHPHQW�FRQWUROV�

7LPHO\� LQWHUYHQWLRQ�� � :KHQHYHU� SRVVLEOH�� WKH� 2IILFH� VHHNV� WR
LQWHUYHQH� LQ� VLWXDWLRQV� EHIRUH� IUDXG�� ZDVWH�� RU� DEXVH� RFFXUV�� � )RU
H[DPSOH��WKH�2IILFH�PD\�FRPPHQW�RQ�OHJLVODWLRQ�WKDW�H[SRVHV�WKH�VWDWH
WR� ILQDQFLDO� ORVVHV� RU� DVVLVW� D� SXEOLF� DJHQF\� LQ� GHYLVLQJ� WHUPV� IRU� D
UHTXHVW� IRU� SURSRVDOV� WKDW� ZLOO� JHQHUDWH� UREXVW� FRPSHWLWLRQ�� � :LWK
LQFUHDVLQJ� IUHTXHQF\� WKH� /HJLVODWXUH� GLUHFWV� WKH� 2IILFH� WR� UHYLHZ�
FRPPHQW� RQ�� DQG� VRPHWLPHV� DSSURYH�� UHDO� SURSHUW\� WUDQVDFWLRQV�
HFRQRPLF�GHYHORSPHQW�SURMHFWV��DQG�RWKHU�VWDWH�DFWLYLWLHV�� �6LPLODUO\�
DQG� DOVR�ZLWK� LQFUHDVLQJ� IUHTXHQF\�� SXEOLF� RIILFLDOV� VHHN� WKH�2IILFH¶V
DVVLVWDQFH�DQG�FRPPHQWV�RQ�SURSRVDOV�EHIRUH�WKH\�DUH�LPSOHPHQWHG�

'LVVHPLQDWLRQ� RI� OHVVRQV� OHDUQHG�� � :KHUH� WKH� 2IILFH� LGHQWLILHV
LVVXHV� RI� SRWHQWLDO� LQWHUHVW� WR� PDQ\� SXEOLF� RIILFLDOV�� WKH� 2IILFH
GLVVHPLQDWHV�LQIRUPDWLRQ�WR�KHOS�SUHYHQW�SUREOHPV�EHIRUH�WKH\�RFFXU�
)RU� H[DPSOH�� ZKHQ� WKH� 2IILFH� LGHQWLILHG� VLJQLILFDQW� SUREOHPV� LQ� RQH
WRZQ¶V� FRPSOHWHG� VFKRRO� UHQRYDWLRQ� SURMHFW�� WKH� 2IILFH� GHYHORSHG
UHFRPPHQGDWLRQV�IRU�DOO�VFKRRO�GLVWULFWV�WR�SUHYHQW�VLPLODU�SUREOHPV�LQ
WKH�IXWXUH��DQG�ZH�PDLOHG�D�FRS\�RI�WKH�UHSRUW�WR�HDFK�VFKRRO�GLVWULFW�
:H�DOVR�XVH�WKH�3URFXUHPHQW�%XOOHWLQ�WR�LQIRUP�ORFDO�RIILFLDOV�DERXW�WKH
UHVXOWV�RI�RXU�ZRUN�LQ�RWKHU�MXULVGLFWLRQV�

,Q� ������ WKH� 2IILFH� ODXQFKHG� DQ� ,QWHUQHW� ZHEVLWH� WR� IDFLOLWDWH
GLVVHPLQDWLRQ�RI�OHVVRQV�OHDUQHG���1HZ�DQG�UHFHQW�2IILFH�UHSRUWV�DQG
LQVWUXFWLRQDO� PDQXDOV� DV� ZHOO� DV� DOO� RI� WKH� 2IILFH¶V� 3URFXUHPHQW
%XOOHWLQV� DUH� DYDLODEOH� RQ� WKH� ZHEVLWH�� � 7KH� ZHEVLWH� DOVR� SURYLGHV
LQIRUPDWLRQ�RQ�FXUUHQW�0&332�SURJUDP�RIIHULQJV�DQG�VFKHGXOHV�

2I�FRXUVH��HIIHFWLYH�GHWHFWLRQ�RI�IUDXG��ZDVWH��DQG�DEXVH�LV�HVVHQWLDO���7KH
2IILFH� UHFHLYHV� PDQ\� FRPSODLQWV� DOOHJLQJ� IUDXG�� ZDVWH�� RU� DEXVH� LQ
JRYHUQPHQW���7KH�2IILFH�HYDOXDWHV�HDFK�FRPSODLQW�WR�GHWHUPLQH�ZKHWKHU�LW
IDOOV�ZLWKLQ�WKH�2IILFH¶V�MXULVGLFWLRQ�DQG��LI�VR��ZKHWKHU�LW�PHULWV�DFWLRQ�E\�WKH
2IILFH�� � 6RPH� FRPSODLQWV� DUH� FORVHG� LPPHGLDWHO\� RU� DIWHU� D� SUHOLPLQDU\
LQTXLU\� IDLOV� WR� VXEVWDQWLDWH� WKH� DOOHJDWLRQV�� RWKHUV� OHDG� WR�PDQDJHPHQW
UHYLHZV� RU� LQYHVWLJDWLRQV�� � :KHQ� WKH� 2IILFH� FRPSOHWHV� SURMHFWV�� ZH
W\SLFDOO\� LVVXH�D� OHWWHU�RU�UHSRUW�GHWDLOLQJ�RXU� ILQGLQJV�DQG�UHFRPPHQGLQJ
UHIRUPV�WR�SUHYHQW�IXWXUH�SUREOHPV���,QIRUPDWLRQ�FRQFHUQLQJ�FULPLQDO�RU�FLYLO
YLRODWLRQV� RI� ODZ� LV� UHSRUWHG� WR� DSSURSULDWH� DXWKRULWLHV�� LQFOXGLQJ� WKH
$WWRUQH\�*HQHUDO�DQG�WKH�8QLWHG�6WDWHV�$WWRUQH\�

7KH�2IILFH¶V� EXGJHW� IRU� ILVFDO� \HDU� �����ZDV������������� �$OWKRXJK� WKH
2IILFH�KDV�����DXWKRUL]HG�VWDII�SRVLWLRQV��RQO\����VWDII�SRVLWLRQV�ZHUH�ILOOHG
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LQ� ILVFDO� \HDU� ����� EHFDXVH� RI� EXGJHW� FRQVWUDLQWV�� � 7KH� IROORZLQJ� FKDUW
LOOXVWUDWHV�WKH�2IILFH¶V�RUJDQL]DWLRQ�DQG�DSSURYHG�VWDII�SRVLWLRQV�

2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO
2UJDQL]DWLRQ�&KDUW

7KLV�UHSRUW�VXPPDUL]HV�WKH�SURMHFWV�DQG�DFWLYLWLHV�FRPSOHWHG�E\�WKH�2IILFH
GXULQJ�WKH�SHULRG�RI�-DQXDU\���������WKURXJK�$SULO����������
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)LQDQFLDO�2YHUVLJKW

0HGLFDLG�2UWKRSHGLF�)RRWZHDU�3URJUDP�,QYHVWLJDWLRQ

´(YLGHQFH� RXWOLQHG� LQ� WKLV� UHSRUW� VKRZV� WKDW� HQWHUSULVLQJ� SURYLGHUV�
DFFRPPRGDWLQJ� GRFWRUV�� XQUHOHQWLQJ� 0HGLFDLG� UHFLSLHQWV�� DQG� OD[� '0$
DGPLQLVWUDWRUV� FRPELQHG� WR� RYHUZKHOP� WKH� ZHDNQHVVHV� LQ� WKH� 0HGLFDLG
V\VWHP��µ

±�,*�UHSRUW��$SULO�����

,Q�$SULO�������WKH�2IILFH�LVVXHG�D�FRPSUHKHQVLYH������SDJH�LQYHVWLJDWLYH
UHSRUW�GRFXPHQWLQJ�WKH�2IILFH¶V�ILQGLQJV�RI�ZLGHVSUHDG�IUDXG�DQG�DEXVH�LQ
WKH� 0HGLFDLG� RUWKRSHGLF� IRRWZHDU� SURJUDP�� � 7KH� UHSRUW�� HQWLWOHG
'HSDUWPHQW� RI� 0HGLFDO� $VVLVWDQFH�� � 2UWKRSHGLF� )RRWZHDU� %HQHILWV�
3ROLFLHV��DQG�3URFHGXUHV��ZDV�LVVXHG�SXUVXDQW�WR�DQ�2UGHU�RI�WKH�+RXVH
RI� 5HSUHVHQWDWLYHV�� +RXVH� %LOO� ������ DGRSWHG� RQ� 6HSWHPEHU� ���� �����
'XULQJ�WKH�LQYHVWLJDWLRQ��WKH�2IILFH�UHYLHZHG��������WUDQVDFWLRQV�EHWZHHQ
WKH�'HSDUWPHQW�RI�0HGLFDO�$VVLVWDQFH��'0$��DQG�WKH����KLJKHVW�YROXPH
SURYLGHUV� RI� RUWKRSHGLF� IRRWZHDU� WR� WKH�0HGLFDLG� SURJUDP�� UHSUHVHQWLQJ
DSSUR[LPDWHO\����SHUFHQW�RI�WKH�VWDWHZLGH�DQQXDO�GROODU�H[SHQGLWXUH���7KH
2IILFH� DOVR� UHYLHZHG� WKH� FRPSOHWH� ���\HDU� WUDQVDFWLRQ� KLVWRU\� RI� RQH
RUWKRSHGLF�IRRWZHDU�SURYLGHU��%RVWRQ�%RRW�0DNHUV��,QF���%%0���ZKLFK�KDG
SURYLGHG�IRRWZHDU�IRU�WKH�&RPPRQZHDOWK¶V�0HGLFDLG�SURJUDP�VLQFH������
7KH� 2IILFH� H[SDQGHG� WKH� VFRSH� RI� WKH� LQYHVWLJDWLRQ� XSRQ� GLVFRYHU\� RI
DGGLWLRQDO� DQG� VLJQLILFDQW� SUREOHPV� LQ� WKH�0HGLFDLG� RUWKRSHGLF� IRRWZHDU
SURJUDP�

7KH�2IILFH¶V�UHSRUW�GHVFULEHG�KRZ�PRUH�WKDQ����PLOOLRQ�LQ�WD[SD\HU�GROODUV
ZDV� ZDVWHG� RYHU� WKH� ���\HDU� SHULRG� EHWZHHQ� ����� DQG� ������ � 7KH
2IILFH¶V� LQYHVWLJDWLRQ� XQFRYHUHG� VWURQJ� HYLGHQFH� WKDW� %%0� URXWLQHO\
LJQRUHG� WKH� RUGHUV� RI� SK\VLFLDQV� ZKR� SUHVFULEHG� VWDQGDUG� RUWKRSHGLF
VKRHV�IRU�WKHLU�SDWLHQWV���,QVWHDG�RI�IROORZLQJ�WKH�RUGHUV�RI�WKH�SK\VLFLDQV�
%%0�FRPPRQO\�JDYH�LWV�0HGLFDLG�UHFLSLHQWV�ZKDW�WKH\�ZDQWHG��LQFOXGLQJ
KLJK�KHHOHG�SXPSV��VXPPHU�VDQGDOV��PRXQWDLQ�ERRWV��DQG�SDUW\�VKRHV�
7KH�UHFRUG�VKRZV�WKDW�'0$�ZDV�LQ�IDFW�SXUFKDVLQJ�FXVWRP�PROGHG�VKRHV
IRU�WKH�UHVW�RI�0HGLFDLG¶V�RUWKRSHGLF�UHFLSLHQWV��RWKHU�WKDQ�%%0¶V�FOLHQWV�
WKURXJKRXW�WKH�SHULRG�UHYLHZHG�E\�WKH�2IILFH���$IWHU�%%0�OHIW�WKH�0HGLFDLG
SURJUDP�� '0$� SDLG� DQ� DVWRXQGLQJ� DYHUDJH� RI� ����� OHVV� SHU� SDLU� RI
RUWKRSHGLF�VKRHV�IRU�WKH�VDPH�SDWLHQWV�
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7KH� 2IILFH¶V� LQYHVWLJDWLRQ� XQFRYHUHG� SHUYDVLYH� ELOOLQJ� LUUHJXODULWLHV� E\
RUWKRSHGLF�IRRWZHDU�SURYLGHUV�WKDW�UHVXOWHG�LQ�PLOOLRQV�RI�ZDVWHG�WD[SD\HU
GROODUV�� �7KH�SURYLGHUV�HPSOR\HG�DQ�DUUD\�RI�VFKHPHV� WR�SDG� WKHLU�ELOOV�
7KHVH�LQFOXGHG�GRXEOH�ELOOLQJ� IRU�RUWKRSHGLF�VKRHV��FKDUJLQJ�IRU�FXVWRP�
PDGH�VKRH�LQVHUWV�WKDW�ZHUH�IDFWRU\�PDGH��ELOOLQJ�IRU�RUWKRSHGLF�VKRHV�DQG
GXSOLFDWLQJ�VDPH�IRU�FRPSRQHQW�SDUWV��FKDUJLQJ�IRU�RGG�VL]H�VKRHV�ZKHQ
VWDQGDUG� VL]HV�ZHUH� SURYLGHG�� DQG� DGGLQJ� D� KRVW� RI� RWKHU� XQQHFHVVDU\
FKDUJHV�

7KH�2IILFH¶V� LQYHVWLJDWLRQ� UHYHDOHG� WKDW�'0$�NQHZ�DV�HDUO\� DV�2FWREHU
�����WKDW�DW�OHDVW�RQH�PDMRU�RUWKRSHGLF�IRRWZHDU�SURYLGHU�KDG�ELONHG�WKH
0HGLFDLG�SURJUDP�E\�XVLQJ�WKH�VDPH�ELOOLQJ�VFKHPHV�ODWHU�LGHQWLILHG�E\�WKH
2IILFH¶V�LQYHVWLJDWLRQ���+RZHYHU��'0$�DSSDUHQWO\�GLG�QRWKLQJ�WR�WLJKWHQ�LWV
V\VWHP�IRU�PRUH�WKDQ�ILYH�\HDUV�WR�SUHYHQW�RWKHU�SURYLGHUV�IURP�GRLQJ�WKH
YHU\� VDPH� WKLQJ�� � 'XULQJ� WKDW� ILYH�\HDU� SHULRG�� RWKHU� SURYLGHUV� WRRN
DGYDQWDJH�RI�'0$�E\�XVLQJ�WKH�YHU\�VDPH�VFKHPHV��+RZHYHU��'0$�GLG
QRW�WLJKWHQ�LWV�FRPSXWHUL]HG�DQG�DGPLQLVWUDWLYH�FODLPV�SD\PHQW�V\VWHP�WR
FRUUHFW� WKH� V\VWHPLF� SUREOHPV� XQWLO� WKH� IDOO� RI� ������ ZKHQ� WKH� 2IILFH
EURXJKW� WR� '0$¶V� DWWHQWLRQ� WKDW�PDQ\� RWKHU� RI� '0$¶V� RWKHU� RUWKRSHGLF
SURYLGHUV�ZHUH�H[SORLWLQJ�WKH�VDPH�ZHDNQHVVHV�LQ�WKH�V\VWHP�DW�D�FRVW�WR
WKH�WD[SD\HUV�RI�PLOOLRQV�RI�GROODUV�

´,Q�RUGHU�WR�HQVXUH�WKDW�WKH�0HGLFDLG�SURJUDP�LV�DGPLQLVWHUHG�LQ�DFFRUGDQFH
ZLWK�WKH�REMHFWLYHV�RI�WKH�*RYHUQRU�DQG�WKH�VWDWH�OHJLVODWXUH��LW�LV�REYLRXV�WKDW
'0$�PXVW�WLJKWHQ�LWV�DGPLQLVWUDWLYH�UHJXODWLRQV�DQG�PDQDJHPHQW�FRQWUROV��µ

±�,*�UHSRUW��$SULO�����

,Q� UHVSRQVH� WR� WKH� LQIRUPDWLRQ� DQG� UHFRPPHQGDWLRQV� SURYLGHG� E\� WKH
2IILFH�GXULQJ�WKH�LQYHVWLJDWLRQ��'0$�

�0HGLFDLG� SDLG� ����
IRU� H[DFW� UHSOLFDV� RI
+ROO\ZRRG� VWDU� )UHG
$VWDLUH·V� GDQFLQJ
VKRHV� IRU� WKH�VRQ�RI
RQH� RI� %%0·V
GLUHFWRUV��µ

±�,*�UHSRUW��$SULO�����
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�� H[SHGLWLRXVO\�WLJKWHQHG�SURFHGXUHV�DQG�UHYLVHG�FHUWDLQ�VHFWLRQV�RI�WKH
UHJXODWLRQV�JRYHUQLQJ�WKH�SURYLVLRQ�RI�RUWKRSHGLF�IRRWZHDU�EHQHILWV�

�� UHWDLQHG� D� FRQVXOWDQW� WR� DQDO\]H� DQG� PRGLI\� LWV� UHLPEXUVHPHQW
PHWKRGRORJ\�IRU�GXUDEOH�PHGLFDO�HTXLSPHQW�

�� KLUHG�D�QHZ�SURJUDP�PDQDJHU�DQG�D�IXOO�WLPH�FRQVXOWDQW�WR�ZRUN�LQ�DQG
RYHUVHH�WKH�GXUDEOH�PHGLFDO�HTXLSPHQW�DUHD��DQG

�� XQGHUWRRN� DXGLWV� RI� FHUWDLQ� SURYLGHUV� LGHQWLILHG� E\� WKH� 2IILFH¶V
LQYHVWLJDWLRQ�DV�KDYLQJ�VXEPLWWHG�TXHVWLRQDEOH�FODLPV�

5HYLHZ�RI�&HQWUDO�$UWHU\�7XQQHO�3URMHFW�)LQDQFHV

´5HFRUGV� VKRZ� WKDW� ORFDO� )+:$� RIILFLDOV� DFWHG� LQ� SDUWQHUVKLS� ZLWK� VWDWH
RIILFLDOV�WR�GRZQVL]H�WKH�%LJ�'LJ�FRVW�HVWLPDWH�IRU�SXEOLF�UHODWLRQV�SXUSRVHV�µ

±�,*�UHSRUW��0DUFK�����

,Q�0DUFK������� DIWHU� D� \HDUORQJ� UHYLHZ�RI�&HQWUDO�$UWHU\�7XQQHO�3URMHFW
�3URMHFW��±�DOVR�NQRZQ�DV�WKH�³%LJ�'LJ´�±�FRVW�RYHUUXQV��WKH�2IILFH�LVVXHG�D
GHWDLOHG�UHSRUW�WR�WKH�7UHDVXUHU�RI�WKH�&RPPRQZHDOWK��HQWLWOHG�³$�+LVWRU\
RI� &HQWUDO� $UWHU\�7XQQHO� 3URMHFW� )LQDQFHV� ����� �� �����´� � 7KH� UHSRUW
DGGUHVVHG� LVVXHV� UHODWHG� WR� WKH� ����� ELOOLRQ� %LJ� 'LJ� FRVW� RYHUUXQ
DQQRXQFHG�LQ�)HEUXDU\��������7KH�DQQRXQFHPHQW�RI�WKLV�RYHUUXQ�IROORZHG
D�'HFHPEHU������ERQG�LVVXDQFH�DQG�ZDV�SULRU�WR�D�)HEUXDU\������ERQG
LVVXDQFH���%\�2FWREHU�������%LJ�'LJ�RIILFLDOV�DQQRXQFHG�WKDW�WKH�RYHUUXQ
KDG� LQFUHDVHG� WR� ����� ELOOLRQ�� � 7KLV� 2IILFH� H[DPLQHG� WKH� KLVWRU\� RI� WKLV
RYHUUXQ�DQG�IRXQG�WKDW�LW�UHVXOWHG�IURP�EXGJHW�DVVXPSWLRQV�PDGH�LQ�����
DQG� ����� WKDW� ZHUH� DFFHSWHG� E\� )HGHUDO� RIILFLDOV�� � � 7KLV� 2IILFH� DOVR
H[DPLQHG�ZKDW�UROH�IHGHUDO��VWDWH�DQG�SURMHFW�RIILFLDOV�KDG�LQ�FUHDWLQJ�DQG
PDLQWDLQLQJ�WKH�DVVXPSWLRQV�DIWHU������DQG�ZKDW�UROH�WKH\�KDG�LQ�IDLOLQJ�WR
GLVFORVH�WKH�RYHUUXQ�WR�WKH�VWDWH�/HJLVODWXUH�DQG�WKH�ILQDQFLDO�PDUNHWV�

$OWKRXJK� WKH�2IILFH� RI� WKH�6WDWH� 7UHDVXUHU� KDG� FRQGXFWHG� DQ� H[WHQVLYH
GXH�GLOLJHQFH�UHYLHZ�LQ�SUHSDUDWLRQ�IRU�WKH�'HFHPEHU������ERQG�LVVXDQFH�
WKH�2IILFH¶V�LQYHVWLJDWLRQ�XQFRYHUHG�LQIRUPDWLRQ�WKDW�ZDV�QRW�GLVFORVHG�WR
WKH�2IILFH� RI� WKH�6WDWH� 7UHDVXUHU�� � 'XULQJ� WKH� SUH�VDOH� SHULRG� IRU� WKRVH
ERQGV��WKH�7XUQSLNH�$XWKRULW\¶V�RXWVLGH�FRXQVHO�DFNQRZOHGJHG�WR�3URMHFW
RIILFLDOV�� EXW� QRW� SXEOLFO\�� WKDW� WKH� %LJ� 'LJ� IDFHG� DQ� DOPRVW� ����� ELOOLRQ
RYHUUXQ�� � $� ODWH� QLJKW� ID[� VHQW� E\� WKH� RXWVLGH� FRXQVHO� IRU� WKH� 7XUQSLNH
$XWKRULW\� VHYHQ� GD\V� EHIRUH� WKH� ERQG� VDOH� VWDWHG�� ³7KHVH� DUH� µKDUG¶
QXPEHUV�� QRW� ZRUVH� FDVH� �¶V� >QXPEHUV@�´� 7KLV� ID[� ZDV� VHQW� WKH� QLJKW
EHIRUH�WKH�*RYHUQRU�DQG�RWKHU�VWDWH�RIILFLDOV�PHW�ZLWK�:DOO�6WUHHW�DQDO\VWV
WR� GLVFXVV� WKH� &RPPRQZHDOWK¶V� ERQG� UDWLQJ�� 7KH� 7XUQSLNH� $XWKRULW\¶V
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RXWVLGH� FRXQVHO� LQLWLDOO\� ZLWKKHOG� WKLV� GLVFORVXUH� GRFXPHQW� IURP� WKH
2IILFH� XQGHU� D� SXUSRUWHG� FODLP� RI� DWWRUQH\�FOLHQW� SULYLOHJH�� � ,Q� -XQH
������ZKLOH� WKH�2IILFH¶V� \HDUORQJ� UHYLHZ�ZDV�VWLOO� RQJRLQJ�� WKH�2IILFH
EURXJKW� WKLV� GRFXPHQW� WR� WKH� DWWHQWLRQ� RI� WKH� 7XUQSLNH� $XWKRULW\
&KDLUPDQ�

´7KHVH�DUH�¶KDUG·�QXPEHUV�²�QRW�ZRUVW�FDVH��V�>QXPEHUV@�µ

±�'RFXPHQW� ID[HG� E\� 7XUQSLNH� $XWKRULW\� RXWVLGH� FRXQVHO� EHIRUH� 'HFHPEHU� ����
ERQG�VDOH��'HFHPEHU�����

7KH�2IILFH�UHYLHZHG�PRUH�WKDQ���������SDJHV�RI�GRFXPHQWV�UHODWHG�WR�WKH
SHULRG������WR������DQG�LQWHUQDO�)HGHUDO�+LJKZD\�$GPLQLVWUDWLRQ��)+:$�
GRFXPHQWV� UHODWHG� WR� D� GHWDLOHG� EXGJHW� UHYLHZ� FRQGXFWHG� LQ� ����� E\
)+:$�RIILFLDOV���7KH�2IILFH¶V�UHYLHZ�UHYHDOHG�PDQ\�WURXEOLQJ�IDFWV�DERXW
%LJ�'LJ�ILQDQFHV��LQFOXGLQJ�WKH�IROORZLQJ�

�� ,Q� ������ %HFKWHO�3DUVRQV� %ULQFNHUKRII� �%�3%��� WKH� VWDWH¶V
PDQDJHPHQW� FRQVXOWDQW� UHVSRQVLEOH� IRU� DGPLQLVWHULQJ� WKH� %LJ
'LJ��SURYLGHG�WKH�*RYHUQRU�DQG�VWDWH�RIILFLDOV�ZLWK�D�%LJ�'LJ�FRVW
HVWLPDWH� RI� DOPRVW� ���� ELOOLRQ�� D� ILJXUH� XQFDQQLO\� FORVH� WR� WKH
FXUUHQW�������ELOOLRQ�HVWLPDWH�� �%�3%¶V�����ELOOLRQ�HVWLPDWH� LQ�����
VWDUNO\�FRQWUDGLFWHG�WKH����ELOOLRQ�HVWLPDWH��PRUH�H[DFWO\��������ELOOLRQ�
RIIHUHG�SXEOLFO\�E\�%LJ�'LJ�RIILFLDOV��DW�WKDW�WLPH���$IWHU�%�3%�SUHVHQWHG
LWV� ���� ELOOLRQ� HVWLPDWH� LQ� ������ VWDWH� PDQDJHUV� GLUHFWHG� VWDWH� DQG
%�3%�VWDII�WR�XQGHUWDNH�D�FRRSHUDWLYH�HIIRUW�WR�PDLQWDLQ�WKH�ILFWLRQ�RI�DQ
³RQ�WLPH´�DQG�³RQ�EXGJHW´����ELOOLRQ�SURMHFW���5HFRUGV�VKRZHG�WKDW�WKH\
GLG�VR�E\�DSSO\LQJ�D�ODUJHO\�VHPDQWLF�VHULHV�RI�H[FOXVLRQV��GHGXFWLRQV�
DQG�DFFRXQWLQJ�DVVXPSWLRQV�WKDW�FRYHUHG�XS�WKH����ELOOLRQ�GLIIHUHQFH�

�� ,QWHUQDO� )+:$� UHFRUGV� VKRZHG� WKDW� LQ� ������ %�3%� RIILFLDOV
GLVFORVHG�WR�ORFDO�)+:$�RIILFLDOV�DOO�EXGJHW�DVVXPSWLRQV�WKDW�%LJ
'LJ�RIILFLDOV�KDG�XVHG�WR�VKULQN�LWV�%LJ�'LJ�FRVW�HVWLPDWH�IURP����
ELOOLRQ�WR����ELOOLRQ���5HFRUGV�VKRZHG�WKDW�ORFDO�)+:$�RIILFLDOV�DFWHG
LQ�SDUWQHUVKLS�ZLWK�VWDWH�RIILFLDOV�WR�GRZQVL]H�WKH�%LJ�'LJ�FRVW�HVWLPDWH
IRU� SXEOLF� UHODWLRQV� SXUSRVHV�� � ,Q� HDUO\� ������ IHGHUDO� RIILFLDOV
LQYHVWLJDWHG�WKH�FDXVH�RI�WKH�%LJ�'LJ�FRVW�RYHUUXQ��WKH\�FRQFOXGHG�WKDW
VWDWH� RIILFLDOV� KDG� GHFHLYHG� ORFDO� )+:$� RIILFLDOV�� � )+:$� UHFRUGV
FRQWUDGLFWHG�WKLV�FRQFOXVLRQ�

��������������������������������������������
�� ³%LJ�'LJ�RIILFLDOV´� UHIHUV� WR�VHQLRU�0DVVDFKXVHWWV�+LJKZD\�'HSDUWPHQW
DQG�0DVVDFKXVHWWV�7XUQSLNH�$XWKRULW\�PDQDJHUV�� LQFOXGLQJ�WKH�7XUQSLNH
&KDLUPDQ�DQG�3URMHFW�'LUHFWRU��FKDUJHG�ZLWK�WKH�DGPLQLVWUDWLRQ�RI�WKH�%LJ
'LJ�DQG�WKH�&RPPRQZHDOWK¶V�FRQWUDFW�ZLWK�%�3%�
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�� %LJ� 'LJ� DQG� ORFDO� )+:$� RIILFLDOV� VKLUNHG� WKHLU� ILGXFLDU\
UHVSRQVLELOLWLHV�E\�QRW�GLVFORVLQJ�DOO�UHOHYDQW�ILQDQFLDO�IDFWV�WR�WKH
SXEOLF��WKH�6WDWH�/HJLVODWXUH��RU���DV�UHTXLUHG�E\�ODZ����WKH�ERQG
PDUNHWV�

�� 7KH�*RYHUQRU�� WKH�&KDLUPDQ�RI� WKH�7XUQSLNH�$XWKRULW\�� DQG� WKH
&RPPRQZHDOWK¶V� 6HFUHWDU\� RI� 7UDQVSRUWDWLRQ� DQG� &RQVWUXFWLRQ
IDLOHG� WR� IXOILOO� WKHLU� UHVSRQVLELOLW\� WR� LPSOHPHQW� WKH� UHSRUWLQJ
UHTXLUHPHQWV�RI�0�*�/��&KDSWHU����6HFWLRQ����RI�WKH�$FWV�RI������
7KH� /HJLVODWXUH� UHTXLUHG� VHPL�DQQXDO� %LJ� 'LJ� )LQDQFH� UHSRUWV� WKDW
GLVFORVHG�WKH�WUXH�QDWXUH�RI�3URMHFW�FRVWV�DQG�3URMHFW�ILQDQFHV�

�� %LJ�'LJ�ILOHV�ZHUH�UHSRUWHGO\�PLVVLQJ��FRPSXWHU�KDUG�GULYHV�KDG
DOOHJHGO\�EHHQ�GHVWUR\HG��DQG�PDQ\�GRFXPHQWV�FRQWLQXHG�WR�EH
VKLHOGHG�IURP�WKH�SXEOLF�E\�DWWRUQH\�FOLHQW�SULYLOHJH�

�� 7KH� 2IILFH� RI� WKH� 6WDWH� 7UHDVXUHU� XOWLPDWHO\� IRUFHG� %LJ� 'LJ
RIILFLDOV� WR� GLVFORVH� WKH� FRVW� RYHUUXQ� WKURXJK� LWV� GXH� GLOLJHQFH
UHYLHZ�RI�)HEUXDU\������

´>7@KLV�2IILFH�FRQFOXGHV�WKDW�WKH�FXUUHQW�*RYHUQRU�DQG�KLV�DSSRLQWHHV�KDYH�QRW
GLVFORVHG�WKH�UHDO�%LJ�'LJ�EXGJHW�VWRU\�WR�IHGHUDO�LQYHVWLJDWRUV��&RQJUHVV��WKH
6WDWH�7UHDVXUHU��DQG�WKH�6WDWH�/HJLVODWXUH��µ

�±�,*�UHSRUW��0DUFK�����

7KH� 2IILFH¶V� UHSRUW� FDOOHG� IRU� DQ� LQGHSHQGHQW� IHGHUDO� LQYHVWLJDWLRQ� E\
&RQJUHVV� LQWR� WKH�)+:$¶V� UROH� LQ�GRZQVL]LQJ� WKH�%LJ�'LJ�FRVW�HVWLPDWH
DQG� IRU� D� UH�H[DPLQDWLRQ� RI� WKH� )+:$�LPSRVHG� IXQGLQJ� FDS� WKDW� KDV
KDUPHG� WKH� FLWL]HQV� RI�0DVVDFKXVHWWV� E\� VDGGOLQJ� WKHP�ZLWK� ELOOLRQV� RI
GROODUV�LQ�DGGHG�GHEW�

$V�D�UHVXOW�RI�WKH�2IILFH¶V�UHSRUW��WKH�HQWLUH�0DVVDFKXVHWWV�&RQJUHVVLRQDO
GHOHJDWLRQ�VLJQHG�D�OHWWHU�WR�WKH�,QVSHFWRU�*HQHUDO�IRU�WKH�8�6��'HSDUWPHQW
RI� 7UDQVSRUWDWLRQ� UHTXHVWLQJ� WKDW� WKHUH� EH� DQ� LQYHVWLJDWLRQ� LQWR� WKH
DOOHJDWLRQV� FRQWDLQHG� LQ� WKH� UHSRUW�� � 6HQDWRU� -RKQ� 0F&DLQ� DQG
&RQJUHVVPDQ�+DUROG�5RJHUV�DOVR�VHQW� OHWWHUV�WR�WKH�8�6��'HSDUWPHQW�RI
7UDQVSRUWDWLRQ�UHTXHVWLQJ�WKDW�DQ�LQYHVWLJDWLRQ�EH�XQGHUWDNHQ���7KH�-RLQW
&RPPLWWHH�RQ�7UDQVSRUWDWLRQ�RI�WKH�0DVVDFKXVHWWV�/HJLVODWXUH�FDOOHG�IRU�D
KHDULQJ� LQWR� WKH� PDWWHU�� � $W� WKLV� KHDULQJ�� %�3%¶V� %LJ� 'LJ� 0DQDJHU
FRQILUPHG� WKDW� WKH� *RYHUQRU� ZDV� WROG� LQ� ����� RI� WKH� ���� ELOOLRQ� FRVW
SURMHFWLRQ�DQG�KH�DOVR�VWDWHG�WKDW�KH�WROG�WKH�IRUPHU�3URMHFW�'LUHFWRU�WKDW
KH�ZDV�FRQFHUQHG�³WKDW�LQIRUPDWLRQ�VKRXOG�IORZ�KLJKHU�WKDQ�>WKH�'LUHFWRU@´�
7KH�0DVVDFKXVHWWV�$WWRUQH\�*HQHUDO�DOVR�EHJDQ�DQ�LQYHVWLJDWLRQ�DQG�KDV
LVVXHG�QXPHURXV�VXESRHQDV���7KH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ
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LV�FRQWLQXLQJ�LWV�LQYHVWLJDWLRQ�DQG�KDV�LVVXHG�VXESRHQDV�DV�ZHOO���7KH�8�6�
'HSDUWPHQW� RI� 7UDQVSRUWDWLRQ¶V�2IILFH� RI� WKH� ,QVSHFWRU�*HQHUDO� DQG� WKH
)HGHUDO�%XUHDX�RI�,QYHVWLJDWLRQ�KDYH�DOVR�LQLWLDWHG�LQYHVWLJDWLRQV���1RQH�RI
WKH�SDUWLHV�UHIHUUHG�WR�LQ�WKH�UHSRUW�KDYH�RIIHUHG�RIILFLDO�GHQLDOV�RI�DQ\�RI
WKH�VSHFLILF�DOOHJDWLRQV���,Q�D�SUHVV�UHOHDVH�LVVXHG�WKH�GD\�DIWHU�WKH�2IILFH
UHOHDVHG�WKH�UHSRUW��%�3%�VWDWHG�

7KH� UHSRUW� FRQILUPV� WKDW�� LQ� DFFRUGDQFH� ZLWK� LWV� FRQWUDFWV�
%HFKWHO�3DUVRQV� %ULQFNHUKRII� �%�3%�� SURYLGHG� LWV� FOLHQWV�� WKH
0DVVDFKXVHWWV� +LJKZD\� 'HSDUWPHQW� DQG� WKH� 0DVVDFKXVHWWV
7XUQSLNH� $XWKRULW\�� ZLWK� FRPSOHWH�� WLPHO\� DQG� DFFXUDWH
LQIRUPDWLRQ�DERXW� WKH�DFWXDO�DQG�HVWLPDWHG�FRVW�RI�FRPSOHWLQJ
WKH�&$�7�3URMHFW�� �8QGHU� WKRVH�FRQWUDFWV�DQG�VWDWH� ODZ��%�3%
IXOILOOHG�DOO�RI�LWV�UHSRUWLQJ�REOLJDWLRQV���7KH�UHSRUW�DOVR�FRQILUPV
WKDW�RWKHU�VWDWH�DQG�IHGHUDO�RIILFLDOV�ZHUH�VLPXOWDQHRXVO\�DZDUH
RI� WKLV� LQIRUPDWLRQ�� � %H\RQG� VDWLVI\LQJ� LWV� FRQWUDFWXDO
UHTXLUHPHQWV�� %�3%� KDV� PHW� RU� H[FHHGHG� DOO� VWDQGDUGV� RI
SURIHVVLRQDO�SUDFWLFH�UHJDUGLQJ�FRVW�FRQWURO�DQG�UHSRUWLQJ�

6SULQJILHOG� 7HFKQLFDO� &RPPXQLW\� &ROOHJH� $VVLVWDQFH

&RUSRUDWLRQ�&RQWUDFWV

3XUVXDQW� WR� &KDSWHU� ���� RI� WKH� $FWV� RI� ������ WKH� 2IILFH� UHYLHZV� DQG
FRPPHQWV�RQ�FRQWUDFWV� WKDW�ZLOO�H[FHHG����������WR�EH�DZDUGHG�E\� WKH
6SULQJILHOG� 7HFKQLFDO� &RPPXQLW\� &ROOHJH� $VVLVWDQFH� &RUSRUDWLRQ
�67&&$&��� � 67&&$&� LV� VXSSRUWHG� E\� SXEOLF� IXQGV� EXW� LV� H[HPSW� IURP
VWDWH� ELGGLQJ� VWDWXWHV�� � ,Q� UHYLHZLQJ�67&&$&¶V�SURSRVHG� FRQWUDFWV�� WKH
2IILFH�H[DPLQHV�WKH�FRPSHWLWLYH�SURFXUHPHQW�SURFHGXUHV�IROORZHG�DV�ZHOO
DV�WKH�FRQWUDFW�WHUPV�

,Q�D�-XQH������OHWWHU��WKH�2IILFH�QRWLILHG�67&&$&�WKDW��EDVHG�VROHO\�XSRQ
WKH�LQIRUPDWLRQ�VXEPLWWHG�WR�WKH�2IILFH�E\�67&&$&��WKH�2IILFH�FRQFXUUHG
ZLWK�67&&$&¶V�GHFLVLRQ�WR�DZDUG�D�FRQWUDFW�IRU�FRQVWUXFWLRQ�RI�D�UHWURILW
URRI�IRU����������
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,QYHVWLJDWLRQV

7KH�2IILFH¶V�LQYHVWLJDWLRQV�RI�FULPLQDO�DQG�FLYLO�YLRODWLRQV�RI�ODZ�DULVH�IURP
D� YDULHW\� RI� VRXUFHV�� LQFOXGLQJ� FRPSODLQWV� UHFHLYHG� LQ� ZULWLQJ� RU� E\
WHOHSKRQH��LQIRUPDWLRQ�GHYHORSHG�GXULQJ�WKH�FRXUVH�RI�RWKHU�2IILFH�UHYLHZV
DQG�DFWLYLWLHV��DQG�UHTXHVWV�IRU�DVVLVWDQFH�E\�RWKHU�LQYHVWLJDWLYH�DJHQFLHV
VXFK� DV� ORFDO� DQG� VWDWH� SROLFH�� � ,Q� ������ WKH� 2IILFH� UHFHLYHG� ���
FRPSODLQWV�����RI�ZKLFK�ZHUH�UHSRUWHG�RQ�WKH�2IILFH¶V�WROO�IUHH�KRWOLQH�

7KH�2IILFH� RIWHQ� IRUZDUGV� FRPSODLQWV� WR� RWKHU� DJHQFLHV� LI� D� SUHOLPLQDU\
LQYHVWLJDWLRQ� UHYHDOV� WKDW� WKH� FRPSODLQWV� DUH� RXWVLGH� WKH� 2IILFH¶V
MXULVGLFWLRQ� RU� ZRXOG� EH�PRUH� DSSURSULDWHO\� KDQGOHG� E\� DQRWKHU� DJHQF\
ZLWK�MXULVGLFWLRQ�RYHU�WKH�PDWWHU���6RPH�RI�WKH�DJHQFLHV�WR�ZKLFK�WKLV�2IILFH
UHSRUWHG�FRPSODLQWV�LQ������LQFOXGH�WKH�2IILFH�RI�WKH�$WWRUQH\�*HQHUDO��WKH
2IILFH�RI�WKH�6WDWH�$XGLWRU��WKH�6WDWH�(WKLFV�&RPPLVVLRQ��WKH�'HSDUWPHQW
RI� 5HYHQXH�� RIILFHV� RI� ORFDO� GLVWULFW� DWWRUQH\V�� DQG� WKH� 8�6�� $WWRUQH\¶V
2IILFH�

0�*�/�� F�� ��$� UHVWULFWV� GLVFORVXUH� RI� RQJRLQJ� LQYHVWLJDWLRQV� DV� ZHOO� DV
UHIHUUHG�FDVHV�LQ�ZKLFK�QR�RIILFLDO�GLVSRVLWLRQ�KDV�EHHQ�PDGH���7KH�2IILFH
DOVR�ZRUNV�MRLQWO\�ZLWK�RWKHU�IHGHUDO�DQG�VWDWH�LQYHVWLJDWRU\�DJHQFLHV�XQGHU
QRQGLVFORVXUH�DJUHHPHQWV�WKDW�SURKLELW�GLVFXVVLRQ�RI�D�FDVH�ZLWK�DQ\RQH
QRW�GLUHFWO\�LQYHVWLJDWLQJ�WKH�FDVH���0DQ\�VXFK�MRLQW�LQYHVWLJDWLRQV�DUH�ORQJ
UDQJH�DQG� HQFRPSDVV� WKH�PDMRULW\� RI� LQYHVWLJDWLYH� UHVRXUFHV�ZLWKLQ� WKH
2IILFH�� �$FFRUGLQJO\�� WKH�FDVHV�UHIHUUHG�WR�EHORZ�FRQVWLWXWH�RQO\�D�SDUWLDO
OLVWLQJ�RI�LQYHVWLJDWLRQV�FRQGXFWHG�E\�WKH�2IILFH�

7KH� &RPSXWHU� )RUHQVLFV� 8QLW� ZDV� FUHDWHG� ZLWKLQ� WKH� &ULPLQDO
,QYHVWLJDWLRQV� 'LYLVLRQ� LQ� ������ � 7KLV� 8QLW� ZLOO� SURYLGH� ORJLVWLFDO� DQG
LQYHVWLJDWRU\� VXSSRUW� WR� RWKHU� XQLWV� ZLWKLQ� WKH� 2IILFH�� � 1HDUO\� DOO� FDVHV
HQFRXQWHUHG� E\� WKLV�2IILFH� LQ� WKH� ODVW� IHZ� \HDUV� KDYH� KDG� FRPSXWHU� RU
GLJLWDOO\�PDLQWDLQHG�UHFRUGV�LQYROYHG�DW�VRPH�OHYHO�� �7KH�8QLW� LV�FKDUJHG
ZLWK� WKH� UHVSRQVLELOLW\� RI� FROOHFWLQJ�� SUHVHUYLQJ�� DQG� DQDO\]LQJ� HOHFWURQLF
HYLGHQFH�LQ�VXFK�D�PDQQHU�WKDW�WKLV�HYLGHQFH�PD\�EH�XVHG�E\�SURVHFXWRUV
LQ�VXEVHTXHQW�SURFHHGLQJV�

0XQLFLSDO�*ROI�&RXUVH�&RPSODLQW

,Q� UHVSRQVH� WR� D� FRPSODLQW� DOOHJLQJ� WKHIW�� PLVPDQDJHPHQW�� DQG
PLVDSSURSULDWLRQ�RI�UHVRXUFHV�DW�WKH�FLW\�RZQHG�'�:��)LHOG�*ROI�&RXUVH�LQ
%URFNWRQ�� WKH� 2IILFH� LQLWLDWHG� DQ� LQYHVWLJDWLRQ� WKDW� LQFOXGHG� ORQJ� WHUP
VXUYHLOODQFHV� WKDW� FRQILUPHG� WKH� DOOHJDWLRQV�� � ,W� ZDV� GHWHUPLQHG� WKDW
UHFHLSWV� IRU�JROI�FDUW� UHQWDOV�ZHUH�QRW� IXUQLVKHG� WR� WKH�SOD\HUV�DQG� WKHUH
ZDV�QR�GDLO\�DFFRXQWDELOLW\�IRU�WKHVH�UHQWDOV���7KH�LQYHVWLJDWLRQ�GLVFORVHG
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WKH�UHQWDO�RI�D�VXEVWDQWLDO�QXPEHU�RI�FDUWV�XQDFFRXQWHG� IRU�RQ�D�ZHHNO\
DQG�PRQWKO\�EDVLV�� UHVXOWLQJ� LQ� D� VLJQLILFDQW� ORVV�RI� UHYHQXH� WR� WKH�&LW\�
'XH�WR�WKH�ODFN�RI�SURSHU�DFFRXQWLQJ�SURFHGXUHV�HPSOR\HG�DW�WKH�FRXUVH
ZKLFK� SUHYHQWHG� DQ� DFFXUDWH� DXGLW� DJDLQVW� DQ\� RQH� LQGLYLGXDO�� FULPLQDO
FKDUJHV� FRXOG� QRW� EH� ORGJHG�� � ,Q� D� -XQH� ����� OHWWHU� WR� WKH�0D\RU�� WKH
2IILFH� DQG� WKH� 3O\PRXWK� &RXQW\� 'LVWULFW� $WWRUQH\� FDOOHG� IRU� WLJKWHU
PRQHWDU\�FRQWUROV�DQG� WKH� UHVWUXFWXULQJ�RI�DFFRXQWLQJ�SURFHGXUHV�DW� WKH
FRXUVH�� � ,QWHUQDO� FRQWURO� FKDQJHV� KDYH� EHHQ� LPSOHPHQWHG� DQG� SHULRGLF
FKHFNV�ZLOO�EH�PDGH�E\�WKH�2IILFH�WR�HQVXUH�FRPSOLDQFH�

,QYHVWLJDWLRQ�RI�)UDXG�DQG�)DLOXUH�WR�3HUIRUP�&RQWUDFW�E\�6WDWH

5HJLVWHUHG�+RPH�,PSURYHPHQW�&RQWUDFWRUV

:RUNLQJ�LQ�FRQMXQFWLRQ�ZLWK�WKH�:H\PRXWK�3ROLFH�'HSDUWPHQW��WKH�2IILFH
FRQGXFWHG�DQ� LQYHVWLJDWLRQ� LQWR� WKH� IUDXGXOHQW� EXVLQHVV�SUDFWLFHV�RI� WZR
6WDWH�OLFHQVHG� KRPH� LPSURYHPHQW� FRQWUDFWRUV�� � 6HDQ� 6�� +LFNV� KDG
FRQWUDFWHG�WR�FRPSOHWH�QXPHURXV�LPSURYHPHQWV�WR�D�KRPH�LQ�:H\PRXWK�
+LFNV� UHFHLYHG� ILYH� SD\PHQWV� IRU� KLV� ZRUN�� ZKLFK� ZDV� OHVV� WKDQ� KDOI
FRPSOHWHG���+LFNV�DEDQGRQHG�WKH�SURMHFW�DQG�ZDV�DOOHJHG�WR�KDYH�IOHG�WKH
VWDWH�� � $� ZDUUDQW� ZDV� VXEVHTXHQWO\� LVVXHG� IRU� KLV� DUUHVW�� � +LFNV
VXUUHQGHUHG� WR� DXWKRULWLHV� DQG� ZDV� IRXQG� JXLOW\� RQ� 2FWREHU� ���� �����
+LFNV�UHFHLYHG�IRXU�\HDUV�SUREDWLRQ�DQG�ZDV�RUGHUHG�WR�SD\�UHVWLWXWLRQ�

:RUNLQJ� LQ�FRQMXQFWLRQ�ZLWK� WKH�6DQGZLFK�3ROLFH�'HSDUWPHQW�� WKH�2IILFH
FRQGXFWHG�DQ� LQYHVWLJDWLRQ� LQWR� WKH� IUDXGXOHQW�DFWLYLWLHV�RI� -RKQ�0XUSK\�
G�E�D� +RPH� ,PSURYHPHQW� DQG� 5HPRGHOLQJ�� � 0XUSK\� HQWHUHG� LQWR� D
FRQWUDFW�ZLWK�D�6DQGZLFK�KRPHRZQHU�IRU�H[WHQVLYH�ZRUN�DW�WKDW�UHVLGHQFH�
,QYHVWLJDWLRQ�GLVFORVHG�WKDW�0XUSK\�KDG�QHYHU� ILOHG�IRU�D�EXLOGLQJ�SHUPLW�
$IWHU�FRPSOHWLQJ� OHVV�WKDQ�KDOI� WKH�ZRUN�DW� WKH� ORFDWLRQ��0XUSK\�WRRN�KLV
WRROV�DQG�WKH�UHPDLQLQJ�VWRFN�DQG�OHIW�WKH�DUHD���0XUSK\�IDLOHG�WR�UHVSRQG
WR�LQTXLULHV�E\�WKH�KRPHRZQHU�DQG�WKH�6DQGZLFK�3ROLFH�'HSDUWPHQW���2Q
$SULO� ���� ������ 0XUSK\� ZDV� FKDUJHG� ZLWK� ILYH� FRXQWV� RI� YLRODWLRQ� RI
FRQWUDFWRU�ODZV�DW�%DUQVWDEOH�'LVWULFW�&RXUW���+H�ZDV�VFKHGXOHG�WR�DSSHDU
LQ�FRXUW�RQ�IRXU�VHSDUDWH�RFFDVLRQV��EXW�GHIDXOWHG�HDFK�WLPH���$�ZDUUDQW�
VWLOO�RXWVWDQGLQJ�DV�RI�$SULO�������ZDV�LVVXHG�IRU�KLV�DUUHVW�

&RQVWUXFWLRQ�&RQWUDFWRU�'HEDUPHQW

,Q� 2FWREHU� ������ WKH� 'LYLVLRQ� RI� &DSLWDO� $VVHW� 0DQDJHPHQW� �'&$0�
GHEDUUHG�$QFKRU�&RQWUDFWRUV��3HWHU�&��9DUUDVVR��-U���3UHVLGHQW�RI�$QFKRU
&RQWUDFWRUV�� DQG� 3HWHU� &�� 9DUUDVVR�� 6U��� *HQHUDO� 0DQDJHU� RI� $QFKRU
&RQWUDFWRUV�� �7KH�GHEDUPHQWV� UHVXOWHG� IURP� WKH�2IILFH¶V������ UHYLHZ�RI
WKUHH� GHILFLHQW� EXLOGLQJ� FRQVWUXFWLRQ� SURMHFWV� XQGHUWDNHQ� E\� $QFKRU
&RQWUDFWRUV� LQ� 0LOOLV�� &DUYHU�� DQG� 0HGILHOG�� � ,Q� DOO� WKUHH� FDVHV�� WKH
PXQLFLSDOLWLHV� LQYRNHG� $QFKRU� &RQWUDFWRUV¶� SHUIRUPDQFH� ERQGV�� � 7KH
2IILFH¶V� LQYHVWLJDWLRQ� UHYHDOHG� WKDW� $QFKRU� &RQWUDFWRUV� KDG� PDGH� IDOVH
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VWDWHPHQWV� LQ� LWV� FHUWLILFDWLRQ� DSSOLFDWLRQ� WR� WKH� &RPPRQZHDOWK� DQG
8SGDWH�6WDWHPHQWV�WR�WKH�WKUHH�PXQLFLSDOLWLHV���%DVHG�RQ�WKHVH�ILQGLQJV�
WKH� 2IILFH¶V� UHIHUUDO� WR� '&$0� UHFRPPHQGHG� GHEDUPHQW� RI� $QFKRU
&RQWUDFWRUV��LWV�3UHVLGHQW��DQG�LWV�*HQHUDO�0DQDJHU���7KH�2IILFH¶V�ILQGLQJV
ZHUH�UHSRUWHG�LQ�WKH�2IILFH¶V������UHSRUW�HQWLWOHG�4XDOLI\LQJ�&RQWUDFWRUV�IRU
3XEOLF� %XLOGLQJ� 3URMHFWV�� � $� &DVH� 6WXG\� DQG� 6\VWHP� 5HYLHZ�� � 7KH
GHEDUPHQWV�ZLOO�UHPDLQ�LQ�HIIHFW�IRU�WKUHH�\HDUV��$�GHEDUUHG�FRQWUDFWRU�LV
LQHOLJLEOH�IRU�WKH�DZDUG�RI�SXEOLF�FRQWUDFWV�GXULQJ�WKH�GHEDUPHQW�SHULRG�

,QYHVWLJDWLRQ�5HSRUWV�WR�2WKHU�$JHQFLHV

,Q�WKRVH�LQVWDQFHV�LQ�ZKLFK�WKH�2IILFH�GHWHUPLQHV�WKDW�D�PDWWHU�ZRXOG�EH
EHVW� KDQGOHG� E\� DQRWKHU� DJHQF\�� WKH� PDWWHU� LV� UHSRUWHG� WR� WKH� RWKHU
DJHQF\� DIWHU� D� SUHOLPLQDU\� LQYHVWLJDWLRQ�� RU� LQ� VRPH� LQVWDQFHV�� DQ
H[WHQVLYH�LQYHVWLJDWLRQ���([DPSOHV�GXULQJ������LQFOXGH�WKH�IROORZLQJ�

$OOHJHG� PLVXVH� RI� ORZ�LQFRPH� KRXVLQJ� DQG� UHODWHG� IXQGV�� 7KH� 2IILFH
UHSRUWHG� WR� WKH� 8�6�� 'HSDUWPHQW� RI� +RXVLQJ� DQG� 8UEDQ� 'HYHORSPHQW
,QVSHFWRU�*HQHUDO� WKH�DOOHJHG�PLVXVH�E\�D�KRXVLQJ�DXWKRULW\� GLUHFWRU� RI
ORZ�LQFRPH�KRXVLQJ�XQLWV�DQG�UHODWHG�IXQGV�

$OOHJHG� PLVPDQDJHPHQW� RI� KHDOWK� FDUH� IDFLOLWLHV� DQG� DOOHJDWLRQV� RI� QR�
VKRZ� HPSOR\HHV��7KH�2IILFH� UHSRUWHG� WR� WKH�8�6��'HSDUWPHQW� RI� /DERU
DQG� WKH� 8�6�� 'HSDUWPHQW� RI� +HDOWK� DQG� +XPDQ� 6HUYLFHV� WKH� DOOHJHG
PLVPDQDJHPHQW� RI� WZR� KHDOWK� FDUH� IDFLOLWLHV� DQG� WKH� UHSRUWLQJ� RI
QXPHURXV�QR�VKRZ�HPSOR\HHV�DW�WKHVH�ORFDWLRQV�

$OOHJHG� FRQIOLFW� RI� LQWHUHVW�� 7KH� 2IILFH� UHSRUWHG� WR� WKH� 6WDWH� (WKLFV
&RPPLVVLRQ�WKH�DOOHJHG�FRQIOLFW�RI� LQWHUHVW� LQYROYLQJ� WKH�DZDUG�RI�QR�ELG
FRQWUDFWV�WR�IDPLO\�PHPEHUV�DQG�IULHQGV�RI�WKH�GLUHFWRU�RI�D�VWDWH�UHVHDUFK
FHQWHU�
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7KLV�SDJH�LQWHQWLRQDOO\�OHIW�EODQN�
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&HQWUDO�$UWHU\�7KLUG�+DUERU�7XQQHO�3URMHFW

0RQLWRULQJ

$Q� LQWHUGLVFLSOLQDU\� WHDP� ZLWKLQ� WKH� 2IILFH� RI� WKH� ,QVSHFWRU� *HQHUDO
PRQLWRUV� WKH�GHVLJQ�DQG� FRQVWUXFWLRQ� RI� WKH�&HQWUDO� $UWHU\�7KLUG�+DUERU
7XQQHO�3URMHFW��3URMHFW���VFKHGXOHG�WR�EH�VXEVWDQWLDOO\�FRPSOHWHG�LQ�����
DQG�HVWLPDWHG��DV�RI�'HFHPEHU�������WR�FRVW�������ELOOLRQ���7KH�WHDP�LV
IXQGHG� LQ� SDUW� E\� DQ� LQWHUGHSDUWPHQWDO� VHUYLFH� DJUHHPHQW� EHWZHHQ� WKH
2IILFH�DQG�WKH�0DVVDFKXVHWWV�7XUQSLNH�$XWKRULW\��0DVV3LNH����7KH�WHDP
IRFXVHV�LWV�HIIRUWV�RQ�UHYLHZV�RULJLQDWLQJ�SULPDULO\�IURP�WKUHH�VRXUFHV��VWDII
DVVHVVPHQWV�RI�PDQDJHPHQW�V\VWHPV� WKDW�DUH�SDUWLFXODUO\�YXOQHUDEOH� WR
ZDVWH�DQG�DEXVH��3URMHFW�UHTXHVWV�IRU�WHFKQLFDO�DVVLVWDQFH��DQG�OHJLVODWLYH
GLUHFWLYHV���7KH�2IILFH�KDV�DOVR�XQGHUWDNHQ�MRLQW�SURMHFWV�ZLWK�RWKHU�VWDWH
RYHUVLJKW�DJHQFLHV��SDUWLFXODUO\�RWKHU�PHPEHUV�RI�WKH�&HQWUDO�$UWHU\�7KLUG
+DUERU� 7XQQHO� �&$�7�� 3URMHFW� 2YHUVLJKW� &RRUGLQDWLRQ� &RPPLVVLRQ�
WKURXJK� ZKLFK� WKH� /HJLVODWXUH� SURYLGHV� IXQGLQJ� IRU� DGGLWLRQDO� RYHUVLJKW
LQLWLDWLYHV�

/(*,6/$7,9(/<�0$1'$7('�5(9,(:6

8QGHU�6HFWLRQ����RI�&KDSWHU�����RI�WKH�$FWV�RI�������³QR�FRQVWUXFWLRQ�RU
FRQWUDFWXDO�DJUHHPHQW� IRU�FRQVWUXFWLRQ� >LQ�FRQQHFWLRQ�ZLWK� WKH�YHQWLODWLRQ
EXLOGLQJV��XWLOLW\�IDFLOLWLHV��DQG�WROO�ERRWKV�WKDW�DUH�SDUW�RI�WKH�3URMHFW@�VKDOO
EHJLQ�SULRU� WR� WKH�UHYLHZ�DQG�DSSURYDO�RI� WKH� ,QVSHFWRU�*HQHUDO�´� �6LQFH
������ VLPLODU� ODQJXDJH� KDV� PDQGDWHG� WKHVH� UHYLHZV�� DOWKRXJK� WKH
,QVSHFWRU� *HQHUDO¶V� DSSURYDO� EHIRUH� FRQVWUXFWLRQ� FRXOG� EHJLQ� ZDV� QRW
UHTXLUHG� XQWLO� ������ � 7KH� 2IILFH� LQLWLDWHV� WKH� UHYLHZ� RQFH� WKH� 3URMHFW
SURYLGHV� QRWLILFDWLRQ� WKDW� WKH� 3URMHFW� SODQV� WR� DGYHUWLVH� IRU� ELGV� IRU� D
VSHFLILF� FRQWUDFW�� � 7KH�2IILFH� WKHQ� SHUIRUPV� D� SUHOLPLQDU\� UHYLHZ� RI� WKH
FRQWUDFW��PRVW�RIWHQ�EHIRUH�WKH�3URMHFW�DGYHUWLVHV�WKH�FRQWUDFW���7KH�2IILFH
FRPSOHWHV�WKH�UHYLHZ�DIWHU�PRQLWRULQJ�WKH�ELG�SURFHVV�DQG�DQ\�GHVLJQ�RU
VSHFLILFDWLRQ�FKDQJHV�WKDW�RFFXU�GXULQJ�WKH�SURFHVV�

'HZH\�6TXDUH�$LU�,QWDNH�6WUXFWXUH

7KH�2IILFH�FRPSOHWHG�D�UHYLHZ�RI�GRFXPHQWV�UHODWHG�WR�WKH�������PLOOLRQ
'HZH\�6TXDUH�$LU�,QWDNH�6WUXFWXUH��D�SODQQHG�WKUHH�VWRU\�EXLOGLQJ�WKDW�ZLOO
SURYLGH�IUHVK�DLU�VXSSO\�DQG�H[KDXVW�FDSDELOLWLHV��DQG�IDFLOLWLHV�IRU�SURMHFW
FRQWURO�V\VWHPV���7KH�FRQWUDFW�LQFOXGHV�WKH�EXLOGLQJ�FRQVWUXFWLRQ��VXSSRUWV
IRU� WZR� YHQWLODWLRQ� IDQV�� H[WHULRU� VLWH� LPSURYHPHQWV�� WHPSRUDU\� VWUHHW
OLJKWLQJ��DQG�PDLQWDLQLQJ�WKH�UHDOLJQHG�$WODQWLF�$YHQXH�%\SDVV�5RDGZD\�
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7KH�2IILFH� LGHQWLILHG� D� QXPEHU� RI� FRQFHUQV� UHJDUGLQJ� FRVW�� FRPSOLDQFH�
DQG�SODQQLQJ���7KH�SUREOHPV�GLVFORVHG�E\�WKH�2IILFH¶V�UHYLHZ�GLG�QRW�PHULW
ZLWKKROGLQJ�DSSURYDO�IRU�WKH�FRQWUDFW�WR�SURFHHG�LQWR�FRQVWUXFWLRQ�DQG�WKH
,QVSHFWRU�*HQHUDO�JUDQWHG�DSSURYDO�LQ�0D\��������1HYHUWKHOHVV��WKH�2IILFH
XUJHG�3URMHFW�RIILFLDOV�WR�DGGUHVV�D�QXPEHU�RI�WURXEOLQJ�LVVXHV�WKH�2IILFH
LGHQWLILHG�DV�D�UHVXOW�RI�WKLV�DQG�SUHYLRXV�UHYLHZV��7KH�2IILFH�ZDUQHG�WKDW�LI
WKH� 3URMHFW� SHUVLVWV� LQ� IDLOLQJ� WR� DGHTXDWHO\� DGGUHVV� WKHVH� DQG� UHODWHG
LVVXHV��WKH�2IILFH�ZRXOG�FRQVLGHU�ZLWKKROGLQJ�IXWXUH�DSSURYDOV�

�� 7KLUG�SDUW\� FKDQJHV�$UFKLWHFWXUDO� IHDWXUHV�� � 7KH� &RPPRQZHDOWK
DVVXPHG� WKH� ILQDQFLDO� ULVN� RI� IXWXUH� MRLQW� GHYHORSPHQW� E\� SD\LQJ� DQ
HVWLPDWHG����������WR�GHVLJQ�DQG�VRRQ�WR�FRQVWUXFW�D�IHDWXUH��FXUYHG
YDXOW�URRI��WKDW�ZDV�LQFOXGHG�LQ�WKH�FRQWUDFW�WR�FRQIRUP�ZLWK�WKH�QHHGV
RI� D� VSHFLILF� MRLQW� GHYHORSPHQW� ³SDUWQHU´� ZKR� PD\� QRW� EH� DEOH� WR
SDUWLFLSDWH�GXH�WR�ODFN�RI�IXQGLQJ���7KH�2IILFH�H[SUHVVHG�FRQFHUQ�DERXW
WKH� LQFOXVLRQ� RI� DUFKLWHFWXUDO� IHDWXUHV� WR� VXSSRUW� SODQV� IRU� IXWXUH
GHYHORSPHQW� E\� WKLUG� SDUWLHV� WKDW� PD\� QHYHU� PDWHULDOL]H� DQG
UHFRPPHQGHG�WKDW�3URMHFW�PDQDJHPHQW�H[DPLQH�DQG�FRQWURO�FDUHIXOO\
WKH�FRVW�RI�GHVLJQ� IHDWXUHV� IRU� MRLQW�GHYHORSPHQW�SXUSRVHV� WR�HQVXUH
WKDW�SXEOLF�IXQGV�DUH�QRW�ZDVWHG�

�� /LIH�F\FOH�FRVW�DQDO\VLV���7KH�2IILFH¶V�UHYLHZ�GLVFORVHG�QR�HYLGHQFH
WKDW� WKH�3URMHFW�FRPSOHWHG�D� IRUPDO� OLIH�F\FOH�FRVW�DQDO\VLV�� �3URSHUO\
FRQGXFWHG� OLIH�F\FOH� FRVW� DQDO\VHV� LGHQWLI\� DOO� FRVWV� IRU� DFTXLVLWLRQ�
FRQVWUXFWLRQ��RSHUDWLRQV��DQG�PDLQWHQDQFH�RI�D�IDFLOLW\�IRU�LWV�XVHIXO�OLIH�
.QRZLQJ�SRWHQWLDO�RSHUDWLRQV�DQG�PDLQWHQDQFH�FRVWV�DOVR�DOORZV� WKH
RSHUDWRU�WR�DVVHVV�DQG�SODQ�IRU�ILQDQFLQJ�WKHVH�IXWXUH�H[SHQVHV���7KH
2IILFH� UHFRPPHQGHG� WKDW�3URMHFW�VWDII�SUHSDUH� LQIRUPDWLRQ�SHUWDLQLQJ
WR� WKHVH� FRVWV� DQG� SURYLGH� LW� WR� WKH� 0DVV3LNH� VWDII� FKDUJHG� ZLWK
PDQDJLQJ�&$�7�UHODWHG�IXQFWLRQV�DQG�ILQDQFLQJ�

�� &RQWUDFW�GUDZLQJV���7KH�2IILFH�FULWLFL]HG�WKH�3URMHFW��DV�LW�KDV�LQ�WKH
SDVW��IRU�IDLOLQJ�WR�FRPSO\�ZLWK�WKH�UHTXLUHPHQWV�RI�WKH�0DVVDFKXVHWWV
%RDUG� RI� 5HJLVWUDWLRQ� IRU� 3URIHVVLRQDO� (QJLQHHUV�� � 7KH� 2IILFH� DOVR
LGHQWLILHG� HUURUV� DQG� LQFRQVLVWHQFLHV� LQ� WKH� GUDZLQJV� DQG� XUJHG� WKH
3URMHFW�WR�FRUUHFW�WKH�SUREOHPV�

�� &RQVWUXFWLRQ� LQWHUIDFH�$FFHVV� UHVWUDLQWV�� � 7KH� 2IILFH� H[SUHVVHG
FRQFHUQ�DERXW� WKH�SRWHQWLDO� IRU�DGGHG�FRVWV�GXH� WR�FRQWUDFW� LQWHUIDFH
DQG� VLWH� DFFHVV� UHVWUDLQWV�� LQ� SDUW� EHFDXVH� FRQQHFWLQJ� WKH�DLU� LQWDNH
VWUXFWXUH�ZRXOG�EH�SHUIRUPHG�XQGHU�D�GLIIHUHQW�FRQWUDFW�� �7KH�3URMHFW
KDV�LQFXUUHG�DGGLWLRQDO�FRVWV�GXH�WR�FRRUGLQDWLRQ�SUREOHPV�LQ�WKH�SDVW�
7KH�2IILFH�QRWHG�WKDW�SUXGHQW�DFWLRQ�E\� WKH�3URMHFW��VXFK�DV�HIILFLHQW
VLWH� FRRUGLQDWLRQ� DQG� FRQVWUXFWLRQ� VHTXHQFLQJ�� ZRXOG� SUHYHQW� FRVWO\
GHOD\� FODLPV� DQG� UHGXFH� WKH� ULVN� RI� FKDQJHV� RUGHUV� FDXVHG� E\
DGGLWLRQDO�PRELOL]DWLRQ� DQG� RWKHU� GHOD\�UHODWHG� FRVWV� LQFXUUHG� E\� WKH
FRQWUDFWRU�
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�� &ODLPV�DYRLGDQFH�UHYLHZ���$V�D�UHVXOW�RI�WKH�2IILFH¶V�LQTXLU\��3URMHFW
VWDII� SXUSRUW� WR� KDYH� FRPSOHWHG� WKLV� W\SH� RI� UHYLHZ�� ZKLFK� DLPV� WR
PLWLJDWH� FKDQJHV� DQG� GLVSXWHV� DULVLQJ� IURP� FRPSOH[� GHVLJQ� DQG
FRQVWUXFWLRQ� FRQWUDFW� LQWHUGHSHQGHQFLHV�� � $JJUHVVLYH� FRVW� FRQWURO
VKRXOG�LQFOXGH�FODLPV�DYRLGDQFH�UHYLHZV�EHIRUH�ELGV�DUH�RSHQHG��QRW
DIWHUZDUGV�DV�RFFXUUHG�RQ�WKLV�FRQWUDFW�

7KH�2IILFH�DOVR�QRWHG�WKDW�WKH�3URMHFW�KDG�QRW�SURYLGHG�GRFXPHQWV�WR�WKH
2IILFH�LQ�D�WLPHO\�PDQQHU�DQG�KDG�QRW�\HW�FRPSOLHG�ZLWK�FHUWDLQ�QRWLILFDWLRQ
UHTXLUHPHQWV�XQGHU�0�*�/��F������

2)),&(�,1,7,$7,9(6

3URMHFW�&RVW�,QFUHDVHV

,Q�HDUO\�0DUFK�������WKH�2IILFH�VHQW�D�OHWWHU�WR�D�6SHFLDO�-RLQW�&RPPLVVLRQ
RI�WKH�/HJLVODWXUH�H[SUHVVLQJ�LWV�YLHZV�FRQFHUQLQJ�WKH�3URMHFW¶V������ELOOLRQ
FRVW�RYHUUXQ�ILUVW�UHSRUWHG�E\�3URMHFW�OHDGHUVKLS�LQ�)HEUXDU\������

7KH� 2IILFH� DGYLVHG� WKH� 6SHFLDO� -RLQW� &RPPLVVLRQ� WKDW� VWDWH� RYHUVLJKW
DJHQFLHV�KDG�QRW�UHFHLYHG�WKH�3URMHFW¶V�2FWREHU������)LQDQFH�3ODQ�XQWLO
)HEUXDU\����������DQG�WKDW�WKH�2FWREHU������)LQDQFH�3ODQ�SURYLGHG�QR
ZDUQLQJ�RI�WKH������ELOOLRQ�RYHUUXQ���0RUHRYHU��WKH�2FWREHU������)LQDQFH
3ODQ� ZDV� QRW� UHVSRQVLYH� WR� WKH� OHJLVODWLYH�PDQGDWH� LQ� WKH�0HWURSROLWDQ
+LJKZD\� 6\VWHP� OHJLVODWLRQ� HQDFWHG� LQ� ������ WKLV� OHJLVODWLRQ� VSHFLILFDOO\
UHTXLUHG�WKDW�WKH�3URMHFW�UHSRUW�RQ�WKH�VWDWXV�DQG�VFKHGXOH�DV�ZHOO�DV�WKH
&RPPRQZHDOWK¶V�DELOLW\�WR�IXQG�WKH�VWDWH¶V�VKDUH�RI�WKH�3URMHFW�

,Q�WKH�OHWWHU��WKH�2IILFH�UHLWHUDWHG�LWV�SRVLWLRQ�WKDW�WKH�³SDUWQHULQJ´�PRGHO�RQ
ZKLFK� WKH� FRQWUDFWXDO� DUUDQJHPHQW� DPRQJ� WKH�0DVVDFKXVHWWV� +LJKZD\
'HSDUWPHQW��0DVV+LJKZD\���0DVV3LNH��DQG�%HFKWHO�3DUVRQV�%ULQFNHUKRII
�%�3%�� LV� EDVHG� IDLOV� WR� SURPRWH� DFFRXQWDELOLW\� DQG� LPSHGHV� ULJRURXV
RYHUVLJKW�RI� WKH�FRQVXOWDQW¶V�SHUIRUPDQFH�� �7KH�2IILFH�SRLQWHG�RXW� WKDW� LW
KDG�ZDUQHG�\HDUV�DJR�WKDW�3URMHFW�FRVWV�FRXOG�H[FHHG�����ELOOLRQ�DQG�KDG
UHSHDWHGO\� FULWLFL]HG� 3URMHFW� PDQDJHUV� IRU� IDLOLQJ� WR� LPSOHPHQW� FRVW
FRQWDLQPHQW�PHDVXUHV�VXFK�DV�YDOXH�HQJLQHHULQJ� LQ� WKH�HDUO\�VWDJHV�RI
WKH�3URMHFW��ZKHQ�VXFK�PHDVXUHV�FRXOG�KDYH�KDG�WKH�JUHDWHVW�LPSDFW�

7KH�2IILFH�XUJHG� WKH�6SHFLDO�-RLQW�&RPPLVVLRQ� WR�VFUXWLQL]H� WKH� IXOO� OLIH�
F\FOH� FRVWV� RI� WKH� 3URMHFW�� LQFOXGLQJ� GHEW� FRVWV� DQG� RSHUDWLRQ� DQG
PDLQWHQDQFH�FRVWV�� �)LQDOO\�� WKH�2IILFH�DGYLVHG� WKH�6SHFLDO�&RPPLVVLRQ
WKDW�LW�KDG�QRW�FRQVLVWHQWO\�UHFHLYHG�WLPHO\�LQIRUPDWLRQ�IURP�WKH�3URMHFW�DQG
WKDW�QR�RYHUVLJKW�DJHQF\�� LQFOXGLQJ�WKH�2IILFH��KDV�EHHQ�JLYHQ�DFFHVV�WR
WKH�3URMHFW¶V�2UDFOH�GDWDEDVH��GHVSLWH�UHSHDWHG�UHTXHVWV�

,Q�SDUW�GXH�WR�QXPHURXV�FRPSODLQWV�IURP�RYHUVLJKW�DJHQFLHV��LQFOXGLQJ�WKLV
2IILFH�� FRQFHUQLQJ� DFFHVV� WR� DFFXUDWH� DQG� WLPHO\� 3URMHFW� LQIRUPDWLRQ�
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IHGHUDO�RIILFLDOV�LPSRVHG�VDQFWLRQV�RQ�3URMHFW�PDQDJHPHQW���6SHFLILFDOO\�
D� -XQH� ����� DJUHHPHQW� VLJQHG� E\� OHDGHUV� LQ� WKH� )HGHUDO� +LJKZD\
$GPLQLVWUDWLRQ��WKH�0DVVDFKXVHWWV�([HFXWLYH�2IILFH�RI�7UDQVSRUWDWLRQ�DQG
&RQVWUXFWLRQ�� 0DVV3LNH�� DQG� 0DVV+LJKZD\� FRQWDLQHG� WKH� IROORZLQJ
ODQJXDJH�

>$@OO� VWDWH� DQG�SULYDWH�HQWLWLHV� DVVRFLDWHG�ZLWK� WKH�&$�7�3URMHFW� VKDOO
SURYLGH� DQ\� DQG� DOO� LQIRUPDWLRQ� DQG� UHFRUGV� WR� H[WHUQDO� PRQLWRULQJ
DJHQFLHV� DQG� VKDOO� SURYLGH� WLPHO\� DFFHVV� WR� UHFRUGV� DQG� SHUVRQV
HPSOR\HG�RQ�WKH�&$�7�3URMHFW��������DQG�D�IDLOXUH�WR�SURYLGH�WLPHO\�DQG
IXOO� DFFHVV�� �� �� >PD\� UHVXOW� LQ@� VDQFWLRQV� LQFOXGLQJ� EXW� QRW� OLPLWHG� WR
ZLWKGUDZDO� RI� UHLPEXUVHPHQW� DQG� IXUWKHU� DYDLODELOLW\� RI� IHGHUDO�DLG
IXQGLQJ�

3URMHFW�UHVSRQVLYHQHVV�WR�WKH�2IILFH¶V�UHTXHVWV�LPSURYHG�LQ������

'HILFLHQW�&$�7�3URMHFW�0DQDJHPHQW�6\VWHPV�DQG�3UDFWLFHV

,Q� D�0D\� ����� OHWWHU�� WKH�2IILFH� DOHUWHG� WKH� QHZO\� DSSRLQWHG�0DVV3LNH
&KDLUPDQ� WR� PDMRU� PDQDJHPHQW� FRQWURO� LVVXHV� DQG� DUHDV� RI� V\VWHPLF
YXOQHUDELOLW\� WR� IUDXG�� ZDVWH�� DQG� DEXVH� WKDW� WKH�2IILFH� LGHQWLILHG� GXULQJ
QHDUO\� QLQH� \HDUV� RI� &$�7� 3URMHFW� RYHUVLJKW�� � 7KH� 2IILFH� XUJHG� WKH
&KDLUPDQ�WR�DGGUHVV�WKH�IROORZLQJ�WKUHH�UHFXUULQJ�WKHPHV�LQ�RUGHU�WR�KHOS
UHVWRUH�IDLWK�LQ�WKH�&$�7�3URMHFW�DQG�HQVXUH�LWV�XOWLPDWH�VXFFHVV�

�� 7KH� &RPPRQZHDOWK¶V� H[FHVVLYHO\� EURDG� SURMHFW� PDQDJHPHQW
FRQWUDFW� ZLWK� %�3%� KDV� LPSHGHG� HIIHFWLYH� FRVW� FRQWURO� DQG
RYHUVLJKW��XQGHUPLQHG�SXEOLF�DFFRXQWDELOLW\�RQ�WKH�&$�7�3URMHFW�
DQG� HURGHG� WKH� &RPPRQZHDOWK¶V� FRQWUDFWLQJ� OHYHUDJH�� %\
FRQWUDFWLQJ�ZLWK�%�3%�WR�SHUIRUP�WKH�IXOO�UDQJH�RI�SURMHFW�PDQDJHPHQW
VHUYLFHV� DQG� WR� RYHUVHH� LWV� RZQ� ZRUN�� WKH� &RPPRQZHDOWK� KDV
ZHDNHQHG� LWV� FDSDFLW\� WR� H[HUW� HIIHFWLYH� FRQWURO� RYHU� WKH� FRVW� DQG
TXDOLW\�RI�WKH�VHUYLFHV�%�3%�SURYLGHV����0RUHRYHU��WKH�VWUXFWXUH�RI�WKH
FRQWUDFWXDO� DUUDQJHPHQW�� XQGHU� ZKLFK� %�3%� LV� SDLG� SULQFLSDOO\� RQ� D
FRVW�SOXV�IL[HG�IHH�EDVLV��IDLOV�WR�FUHDWH�WKH�QHFHVVDU\�LQFHQWLYHV�RU�WR
KROG�%�3%�DFFRXQWDEOH�IRU�PHHWLQJ�&$�7�3URMHFW�EXGJHW�DQG�VFKHGXOH
JRDOV���0RVW�RI�%�3%¶V�FRPSHQVDWLRQ�LV�QRW�WLHG�WR�GHOLYHUDEOHV�RU�RWKHU
PHDVXUDEOH� SHUIRUPDQFH� VWDQGDUGV�� LQGHHG�� SURMHFW� GHOD\V� DQG
FRQVWUXFWLRQ�FRQWUDFW�FKDQJHV�VHUYH�WR�LQFUHDVH�%�3%¶V�FRPSHQVDWLRQ�

´7KH� &RPPRQZHDOWK·V� QHDU�WRWDO� GHSHQGHQFH� RQ� %�3%� KDV� HURGHG� LWV
QHJRWLDWLQJ�OHYHUDJH�WR�WKH�GHWULPHQW�RI�WKH�SXEOLF�LQWHUHVW�µ

±�,*�OHWWHU�WR�0DVV3LNH�&KDLUPDQ��0D\�����
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�� 7KH� FXUUHQW� PDQDJHPHQW� RUJDQL]DWLRQ� RI� WKH� &$�7� 3URMHFW
XQGHUPLQHV� WKH�HVVHQWLDO� DUP¶V� OHQJWK� UHODWLRQVKLS�EHWZHHQ� WKH
&RPPRQZHDOWK� DQG�%�3%�� � 8QGHU� WKH�0DVV3LNH� XPEUHOOD�� 3URMHFW
RIILFLDOV� KDYH� FUHDWHG� D� VR�FDOOHG� ³LQWHJUDWHG� SURMHFW� RUJDQL]DWLRQ´
FRPELQLQJ�0DVV3LNH�HPSOR\HHV�DQG�%�3%�HPSOR\HHV�� � � ,QWHUWZLQLQJ
WKH�&$�7� RYHUVLJKW� IXQFWLRQ�ZLWK� WKH� SULYDWH�PDQDJHPHQW� FRQVXOWLQJ
IXQFWLRQ�KDV�FUHDWHG�GLYLGHG�OR\DOWLHV�DQG�FRQIOLFWLQJ�LQWHUHVWV�

�� 'HILFLHQW� PDQDJHPHQW� SUDFWLFHV� RQ� WKH� &$�7� 3URMHFW� KDYH
UHGXFHG�WKH�&RPPRQZHDOWK¶V�FDSDFLW\�WR�JHQHUDWH�DFFXUDWH�FRVW
HVWLPDWHV�RQ� LQGLYLGXDO�FRQWUDFWV��FRQWURO�VSHQGLQJ��DQG�SUHGLFW
DQG� FRQWURO� IXWXUH� FRVWV�� � 0DQDJHPHQW¶V� DYRZHG� FRPPLWPHQW� WR
FRVW�FRQVFLRXVQHVV� DQG� FRVW� FRQWDLQPHQW� KDV� QRW� DOZD\V� EHHQ
UHIOHFWHG� LQ� WKH� DFWLRQV� DQG� GHFLVLRQV� WKH�2IILFH� KDV� UHYLHZHG�� � )RU
H[DPSOH�� WKH� &$�7� 3URMHFW� KDV� IUHTXHQWO\� HPSOR\HG� QRQFRPSHWLWLYH
VHUYLFH� SURFXUHPHQW� PHWKRGV� DQG� UHOLHG� RQ� WKH� H[FHVVLYH� XVH� RI
FKDQJHV� RUGHUV� DQG� DPHQGPHQWV� WR� H[LVWLQJ� FRQWUDFWV� LQ� RUGHU� WR
SURFXUH�ZRUN�WKDW�ZDV�QRW� LQFOXGHG�LQ�WKH�RULJLQDO�VFRSHV�RI�VHUYLFHV
IRU�WKRVH�FRQWUDFWV�

7KH�2IILFH�FRQFOXGHG�WKDW�WKH�V\VWHPLF�PDQDJHPHQW�GHILFLHQFLHV�RXWOLQHG
LQ� WKH� OHWWHU� DQG� GRFXPHQWHG� LQ� DQ� DWWDFKHG� ���SDJH� OLVWLQJ� RI� UHODWHG
2IILFH� UHSRUWV� DQG� OHWWHUV� FRQWULEXWHG� WR� WKH�HVFDODWLQJ� FRVW� RI� WKH�&$�7
3URMHFW�

,Q� KLV�ZULWWHQ� UHVSRQVH� RI�0D\� ���� ������ WKH�0DVV3LNH�&KDLUPDQ� FLWHG
SODQV�WR�LQLWLDWH�LQGHSHQGHQW�UHYLHZV�RI�FULWLFDO�&$�7�3URMHFW�FRPSRQHQWV�
LQFOXGLQJ� WKH�FRQWUDFWXDO�DUUDQJHPHQW�ZLWK�%�3%��DQG�DFNQRZOHGJHG� WKH
0DVV3LNH¶V�REOLJDWLRQ�WR�PDQDJH�WKH�&$�7�3URMHFW�HIILFLHQWO\�DQG�RSHQO\�

�������´8QGHU� DQ\� VFHQDULR�� VWDWH� OHDGHUV� ZLOO� IDFH� SDLQIXO� GHFLVLRQV� DQG�PXVW� UHWDLQ
FRQWURO�FRQFHUQLQJ�WKH�&$�7�SURMHFW�LQ�RUGHU�WR�LQVXUH�WKH�SXEOLF·V�UHSUHVHQWDWLRQ
LQ�WKHVH�GHFLVLRQV���7KH�/HJLVODWXUH��RYHU�P\�REMHFWLRQV��JUDQWHG�HQRUPRXV�SRZHU
WR� 0DVV3LNH� ZLWK� UHVSHFW� WR� WKH� &$�7� 3URMHFW�� � $ORQJ� ZLWK� WKDW� SRZHU� DUH
VLJQLILFDQW�UHSRUWLQJ�DQG�DFFRXQWDELOLW\�UHTXLUHPHQWV�µ

�������±�,*�OHWWHU�WR�0DVV3LNH�&KDLUPDQ��0D\�����

&RVW�5HFRYHU\�3URJUDP�5HYLHZ

,Q�'HFHPEHU� ������ WKH�2IILFH� LVVXHG� D� UHSRUW� HQWLWOHG�$�5HYLHZ� RI� WKH
&HQWUDO�$UWHU\�7XQQHO�3URMHFW�&RVW�5HFRYHU\�3URJUDP�� � ,Q�JHQHUDO�� ³FRVW
UHFRYHU\´� LV� WKH�SURFHVV�E\�ZKLFK�RZQHUV� ILOH�FODLPV�DJDLQVW�GHVLJQ�DQG
FRQVWUXFWLRQ� PDQDJHPHQW� SURIHVVLRQDOV� IRU� WKH� FRVWV� FODLPHG� WR� EH
DWWULEXWDEOH�WR�HUURUV��RPLVVLRQV��RU�RWKHU�XQVDWLVIDFWRU\�SHUIRUPDQFH���7KLV
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UHSRUW�DVVHVVHG�ZKHWKHU�WKH�3URMHFW�KDG�GHYHORSHG�DQ�LQGHSHQGHQW�DQG
YLDEOH� SURJUDP�� ZKHWKHU� VWDII� DGKHUHG� WR� SURFHGXUHV�� DQG� ZKHWKHU� WKH
3URMHFW� SXUVXHG� REMHFWLYHV� LQ� D� SUXGHQW�� ZHOO�GRFXPHQWHG�� DQG� WLPHO\
PDQQHU���7KH�UHYLHZ�\LHOGHG�WKH�IROORZLQJ�VSHFLILF�ILQGLQJV�

�� ,Q�VL[�\HDUV�� WKH�3URMHFW�KDG�RQO\�UHFRYHUHG��������� IURP�DERXW
������PLOOLRQ�LQ�FRVW�UHFRYHU\�UHODWHG�FKDQJH�RUGHUV�

�� 7KH�3URMHFW�VHW�XS�WKH�FRVW�UHFRYHU\�SURJUDP�SULPDULO\�WR�HQVXUH
IHGHUDO�IXQGLQJ��QRW�WR�UHFRYHU�FRVWV�

�� %�3%¶V�RYHUO\�EURDG�UROH�LQ�3URMHFW�PDQDJHPHQW�XQGHUPLQHG�WKH
&RPPRQZHDOWK¶V�DELOLW\�WR�KROG�%�3%�DFFRXQWDEOH�IRU�LWV�GHVLJQ
ZRUN�� � 7KH� 3URMHFW� IDLOHG� WR� SXUVXH� FRVW� UHFRYHU\� DJDLQVW� %�3%�
&KDQJHV� WR� WKH� FRVW� UHFRYHU\� SURFHGXUH� UHIOHFWHG� WKH� 3URMHFW¶V
LQFUHDVHG�UHOLDQFH�RQ�%�3%��ZKLOH�LQWHUQDO�RUJDQL]DWLRQDO�UHODWLRQVKLSV
LPSHGHG� 0DVV3LNH¶V� DELOLW\� WR� KROG� %�3%� DFFRXQWDEOH� IRU� LWV
SHUIRUPDQFH�� � 0RUHRYHU�� %�3%¶V� FRQIOLFWLQJ� LQWHUHVWV� LQ� WKH� FRVW
UHFRYHU\�SURJUDP�VHUYHG�DV�\HW�DQRWKHU�H[DPSOH�RI�WKH�YXOQHUDELOLWLHV
RI�WKH�FXUUHQW�FRQWUDFWXDO�DUUDQJHPHQW�

�� 3URMHFW� PDQDJHPHQW� GLUHFWHG� %�3%� WR� VXEFRQWUDFW� IRU� WKH
VHUYLFHV� RI� WKH� FRQVXOWDQW� UHVSRQVLEOH� IRU� DVVHVVLQJ� %�3%¶V
SRWHQWLDO�OLDELOLW\�IRU�FRVW�RYHUUXQV�

�� 7KH�FRVW�UHFRYHU\�SURJUDP�VKRZHG�VHULRXV�VLJQV�RI�QHJOHFW���2Q
DYHUDJH��3URMHFW�VWDII�WRRN�PRUH�WKDQ�D�\HDU������GD\V��WR�FORVH�FRVW
UHFRYHU\� FDVHV�� � 3URMHFW� VWDII� ORVW� RU�PLVSODFHG�PDQ\� FRVW� UHFRYHU\
ILOHV�� �7KH�3URMHFW�GLG�QRW��XQGHU� WKH�FRVW� UHFRYHU\�SURJUDP��DFWLYHO\
SXUVXH�DOWHUQDWLYH�PHWKRGV�RI�FRVW�UHFRYHU\��3URMHFW�PDQDJHUV�OLPLWHG
WKH�FRVW�UHFRYHU\�SURJUDP�WR�GHVLJQ�UHODWHG�LVVXHV���0DQ\�RI�WKH�FRVW
UHFRYHU\�ILOHV�ZHUH�LQFRPSOHWH�

�� 7KH� 3URMHFW� GLG� QRW� DGHTXDWHO\� GRFXPHQW� FRVW� UHFRYHU\� FDVHV�
7KH�XQVLJQHG�DQG�XQGDWHG�FORVLQJ�PHPRUDQGD�FRQWDLQHG�LQIRUPDWLRQ
WKDW� ZDV� QRW� LQ� WKH� UHFRUGV� LQ� WKH� ILOH�� � 7KH� 3URMHFW¶V� FORVLQJ
PHPRUDQGD� GLG� QRW� DFFXUDWHO\� GRFXPHQW� WKH� UHYLHZ� SURFHVV� RU
DGHTXDWHO\� GRFXPHQW� WKH� FRVW� UHFRYHU\� FRPPLWWHH¶V� UDWLRQDOH� IRU
UHFRPPHQGLQJ�QR�IXUWKHU�DFWLRQ�

�� 7KH�FRVW�UHFRYHU\�SURFHGXUH�H[DPLQHG�GXULQJ�WKLV�UHYLHZ�GLG�QRW
PDQGDWH� WKH� XVH� RI� VWDWHG� FULWHULD� QRU� GLG� LW� SURYLGH� DGHTXDWH
JXLGDQFH�IRU�LGHQWLI\LQJ�DQG�SXUVXLQJ�FRVW�UHFRYHU\�DFWLRQV��7KH
FRVW� UHFRYHU\�SURJUDP� IDLOHG� WR�SURYLGH�JXLGHOLQHV�RU� WUDLQLQJ� WR�VWDII
PHPEHUV�� LQFOXGLQJ� UHVLGHQW� HQJLQHHUV�� ZKR� ZHUH� FORVHVW� WR� WKH
LVVXHV��7KH�FRVW�UHFRYHU\�SURFHGXUHV�GLG�QRW�DGHTXDWHO\�GHVFULEH�WKH
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UHVSRQVLELOLWLHV� DQG� REMHFWLYHV� RI� WKH� FRVW� UHFRYHU\� FRPPLWWHH�� � 7KH
FRPPLWWHH�FRXOG�UHYLVH�WKH�SURFHGXUHV�ZLWKRXW�ZULWWHQ�MXVWLILFDWLRQ�

�� ,Q�VRPH�FDVHV��WKH�3URMHFW�IDLOHG�WR�DVVHVV�DFFXUDWHO\�WKH�IXOO�FRVW
LPSDFW�RI�GHILFLHQW�GHVLJQ�ZRUN�

�� 3URMHFW�PDQDJHPHQW�HOLPLQDWHG�DQ�HIIHFWLYH�PHWKRG�IRU�FDWFKLQJ
SRWHQWLDO�FRVW�UHFRYHU\�DFWLRQV�WKDW�%�3%�PD\�KDYH�PLVVHG�

´7KH� VWUXFWXUH� RI� WKH� SURJUDP� SURYLGHV� QR� DVVXUDQFH� WKDW� GHILFLHQW
SHUIRUPDQFH�ZLOO�EH�GHWHFWHG�DQG�QR�HYLGHQFH�WKDW�FRVWV�LQFXUUHG�DV�D�UHVXOW�RI
GHILFLHQW�GHVLJQHU�SHUIRUPDQFH�ZRXOG�EH�SXUVXHG� WKURXJK�WKH�FRVW� UHFRYHU\
SURJUDP��HYHQ� LI� WKH�SUREOHP�KDG�EHHQ�GHWHFWHG�� � ,Q� WKH�FRQWH[W�RI� WKH�����
ELOOLRQ�&$�7�3URMHFW�� WKH���������UHFRYHUHG�VR� IDU�EDUHO\�UHJLVWHUV�DV�D� WRNHQ
QRG�WR�UHFRYHULQJ�FRVWV�µ

±�,*�UHSRUW��'HFHPEHU�����

7KH� 2IILFH� UHFRPPHQGHG� WKDW� WKH� 3URMHFW� WDNH� WKH� IROORZLQJ� FRUUHFWLYH
DFWLRQV�

�� 5HYLVLW�WKH�HDUOLHU�GHFLVLRQ�QRW�WR�UHJDUG�WKH�FRVW�UHFRYHU\�SURJUDP�DV
DQ�RSSRUWXQLW\�WR�FXW�FRVWV�RU�UHGXFH�WKH�QHW�FRVW�WR�WD[SD\HUV���%DVHG
RQ�UHVXOWV��GHVLJQHUV�±�LQFOXGLQJ�%�3%�±�KDYH�QR�UHDVRQ�WR�EHOLHYH�WKDW
WKH\� ZLOO� EH� KHOG� DFFRXQWDEOH� WKURXJK� FRVW� UHFRYHU\� DFWLRQ� IRU� WKHLU
PLVWDNHV�

�� 8VH�WKH�FRVW�UHFRYHU\�SURJUDP�WR�VHQG�D�FOHDU�PHVVDJH�WKDW�DOO�GHVLJQ
SURIHVVLRQDOV� RQ� WKH� &$�7� 3URMHFW� ZLOO� EH� KHOG� DFFRXQWDEOH� IRU� WKHLU
GHVLJQ�ZRUN�

�� 5HDVVHVV�WKH�EDVLV�IRU�GHWHUPLQLQJ�ZKHWKHU�WR�SXUVXH�D�FRVW�UHFRYHU\
FDVH�

�� $YRLG�FRQIOLFWV�RI�LQWHUHVW�E\�HQVXULQJ�WKDW�0DVV3LNH�RU�0DVV+LJKZD\�
QRW�%�3%��FRQWUDFWV�GLUHFWO\�IRU�DQ\�VHUYLFHV�DLPHG�DW�DVVHVVLQJ�%�3%¶V
OLDELOLW\�IRU�GHVLJQ�GHILFLHQFLHV�

�� 'HOLQN�%�3%�DQG�0DVV3LNH�RUJDQL]DWLRQV� ���

�� 'HILQH�FOHDUO\�DQG�IROORZ�WKURXJK�RQ�WKH�SXUSRVH�DQG�SURFHVVHV�RI�WKH
FRVW�UHFRYHU\�SURJUDP�SURFHGXUHV�

�� 3URYLGH� WUDLQLQJ� DQG� JXLGHOLQHV� WR� LQFUHDVH� WKH� OLNHOLKRRG� WKDW� WKRVH
FORVHVW�WR�WKH�LVVXHV�LQ�WKH�ILHOG��LQFOXGLQJ�UHVLGHQW�HQJLQHHUV��LGHQWLI\
FRVW�LQFUHDVHV�FDXVHG�E\�GHILFLHQW�GHVLJQ�
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�� ([SORUH� DQG� YLJRURXVO\� SXUVXH� FRVW� UHFRYHU\� RSSRUWXQLWLHV� WKDW� JR
EH\RQG�WKH�FXUUHQW�SURJUDP�ERXQGDULHV��LQFOXGLQJ�UHFRYHU\�DFWLRQV�IRU
FRQVWUXFWLRQ� PDQDJHPHQW� LVVXHV� DQG� LQGLUHFW� FRVW� RYHUSD\PHQWV� WR
FRQVXOWDQWV�

3URMHFW� PDQDJHPHQW� FRQFXUUHG� ZLWK� PDQ\� RI� WKH� UHSRUW� ILQGLQJV
FRQFHUQLQJ� SURJUDP� QHJOHFW� DQG� LQDGHTXDWH� GRFXPHQWDWLRQ�
1RWZLWKVWDQGLQJ� 3URMHFW� PDQDJHPHQW¶V� VWUHQXRXV� REMHFWLRQV� WR� PDQ\
RWKHU�ILQGLQJV�DQG�FRQFOXVLRQV��WKH�2IILFH�ZDV�SOHDVHG�WR�QRWH�HYLGHQFH�RI
VWHSV�WDNHQ�WR�UHPHG\�WKH�SUREOHPV�GRFXPHQWHG�LQ�WKH�UHSRUW�

%LG�/DZ�&RPSOLDQFH

,Q� D� -XQH� ����� OHWWHU�� WKH� 2IILFH� FDXWLRQHG� &$�7� 3URMHFW� PDQDJHPHQW
DJDLQVW�UHGXFLQJ� WKH�VFRSH�IURP�IXWXUH�&KDUOHV�5LYHU�%DVLQ�FRQVWUXFWLRQ
FRQWUDFWV� DIWHU� WKH� FRPSOHWLRQ� RI� WKH� ELGGLQJ� SURFHVV�� � 7KH� 3URMHFW
FRQVLGHUHG�UHGXFLQJ�WKH�VFRSH�RI�WKH�FRQWUDFWV�DIWHU�DZDUGLQJ�WKHP�DV�D
FRVWV�VDYLQJV�PHDVXUH��7KH�2IILFH�KDV�FRQVLVWHQWO\�WDNHQ�WKH�SRVLWLRQ�WKDW
ZKDW�JRHV�RXW�WR�ELG�VKRXOG�UHIOHFW�WKH�ILQDO�VFRSH�RI�ZRUN�RQ�WKH�SURMHFW�WR
WKH� H[WHQW� SRVVLEOH�� 0RUHRYHU�� WKH� 0DVVDFKXVHWWV� SXEOLF� ELGGLQJ� ODZV
SURKLELW�RPLWWLQJ�SRUWLRQV�RI�WKH�VFRSH�RI�ZRUN�DIWHU�WKH�ELGV�DUH�RSHQHG�
HYHQ�LI�LW�LV�GRQH�WR�UHGXFH�FRVWV�

$W� WKH�3URMHFW¶V� UHTXHVW�� WKH�2IILFH�DGGUHVVHG� WKH�XVH�RI�0�*�/�� F�� ���
DOWHUQDWHV��RQ�0�*�/��F�����FRQWUDFWV���7KH�2IILFH�ZURWH�WKDW�0�*�/��F����
���0�ELGGHUV�PD\�XVH�DOWHUQDWHV��EXW�PXVW� IROORZ� WKH� UXOHV� WKDW�JRYHUQ
WKH�XVH�RI�DOWHUQDWHV�E\� WKHLU�0�*�/��F����������$���-�FRXQWHUSDUWV��7R
XVH�DOWHUQDWHV�ZRXOG�UHTXLUH�WKDW�WKH�3URMHFW�OLVW�WKH�DOWHUQDWHV�LQ�QXPHULFDO
RUGHU� LQ�RUGHU�RI�SULRULW\��DQG� WKHQ�FRQVLGHU�HDFK� LQ� WKH�VDPH�QXPHULFDO
RUGHU���,Q�FORVLQJ��WKH�2IILFH�XUJHG�WKH�3URMHFW�WR�FRQIHU�ZLWK�LWV�RZQ�OHJDO
VWDII�DQG�WKH�$WWRUQH\�*HQHUDO¶V�2IILFH��LI�QHFHVVDU\��WR�GHWHUPLQH�KRZ�WR
SURFHHG�LQ�WKH�SDUWLFXODU�VLWXDWLRQ�

7KH� 3URMHFW� UHVSRQGHG� WKDW� DOO� FRQWUDFWV� ZRXOG� FRPSO\� ZLWK� ELG� ODZ
UHTXLUHPHQWV��LQFOXGLQJ�DQ\�XVH�RI�DOWHUQDWHV����7KH�3URMHFW�LQIRUPHG�WKH
2IILFH�WKDW�LW�ZDV�FRQVLGHULQJ�0�*�/��F������DOWHUQDWHV�RQ�RQH�RU�PRUH�RI
WKH�&KDUOHV�5LYHU�%DVLQ�3DUNV�FRQWUDFWV��ZKLFK�ZRXOG�VRRQ�EH�UHDG\�WR�ELG
XQGHU�0�*�/��F���������0�

��������������������������������������������
��$OWHUQDWHV�DUH�RSWLRQV�WKDW�PD\�EH�LQFOXGHG�LQ�D�ELG�SDFNDJH�IRU�ZKLFK
ELGGHUV�PXVW�VXEPLW�SULFHV�VHSDUDWH�IURP�WKH�EDVH�ELG���$OWHUQDWHV�PD\�EH
XVHG� WR� FRPSDUH� FRVWV�RI� GLIIHUHQW� GHVLJQV�RU� WR�KHOS�EULQJ�D�SURMHFW� LQ
XQGHU� EXGJHW�� � $OWHUQDWHV� PD\� LQFUHDVH� WKH� VFRSH� RI� ZRUN� VXFK� WKDW
ELGGHUV�ZLOO�OLVW�DQ�DGGHG�FRVW��³DGG�DOWHUQDWHV´���RU�WKH\�PD\�GHFUHDVH�WKH
VFRSH�RI�ZRUN�VXFK�WKDW�ELGGHUV�OLVW�DQ�DPRXQW�WR�EH�VXEWUDFWHG�IURP�WKHLU
EDVHG�ELGV��³GHGXFW�DOWHUQDWHV´��
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7(&+1,&$/�$66,67$1&(

&HQWUDO� $UWHU\�7XQQHO� 3URMHFW�� 0DQDJHPHQW� ,VVXHV� DQG

5HFRPPHQGDWLRQV

,Q�'HFHPEHU������WKH�2IILFH�LVVXHG�D�UHSRUW�FRQWDLQLQJ�FRUUHVSRQGHQFH
UHJDUGLQJ� PDQDJHPHQW� LVVXHV� DQG� UHFRPPHQGDWLRQV� LQ� ��� WHFKQLFDO
DVVLVWDQFH�UHYLHZV�FRQGXFWHG�E\�WKH�2IILFH�VLQFH������DW�WKH�UHTXHVW�RI
3URMHFW� RIILFLDOV�� � 7KHVH� UHYLHZV� H[DPLQHG� FRPSOH[� GHVLJQ� DQG
FRQVWUXFWLRQ� PDQDJHPHQW� SUREOHPV�� FRPPHQWHG� RQ� SURFXUHPHQW
SURFHVVHV��DQG�FODULILHG�OHJDO�FRPSOLDQFH�UHTXLUHPHQWV�

´5HJDUGOHVV�RI�WKH�WRSLF��WKH�SXUSRVH�RI�WKH�UHYLHZV�KDV�EHHQ�WR�LGHQWLI\�V\VWHPLF
YXOQHUDELOLWLHV�WR�ZDVWH�DQG�DEXVH��SRLQW�RXW�RSSRUWXQLWLHV�IRU�VDYLQJV�DQG�FRVW
FRQWURO�� DQG� DVVLVW� 3URMHFW� OHDGHUV� WR� EHWWHU� RYHUVHH� DQG� PDQDJH� WKHLU� RZQ
RSHUDWLRQV�µ

±�,*�UHSRUW��'HFHPEHU�����

7KURXJKRXW�WKH����UHYLHZV�XQGHUWDNHQ�DW�WKH�3URMHFW¶V�UHTXHVW��WKH�2IILFH
KDV�FRQVLVWHQWO\�RIIHUHG�DGYLFH�DQG�XUJHG�WKH�DFWLRQV�VXPPDUL]HG�LQ�WKH
OLVW�EHORZ�

�� 'HYHORS� WKH� LQWHUQDO� RUJDQL]DWLRQDO� FDSDFLW\� WR� PRQLWRU� DQG� FRQWURO
FRVWV�RQ�PDQDJHPHQW�FRQVXOWDQW��GHVLJQ��DQG�FRQVWUXFWLRQ�FRQWUDFWV�

�� 'HILQH� SHUIRUPDQFH� VWDQGDUGV� DQG� ZRUN� SURGXFWV� WR� EH� GHOLYHUHG
XQGHU� FRQWUDFW�� KROG� YHQGRUV� DFFRXQWDEOH� IRU� SHUIRUPDQFH�� LQFOXGLQJ
FRVW�DQG�VFKHGXOH�

�� *XDUG�DJDLQVW�FRQIOLFWV�RI�LQWHUHVW�DQG�WKH�DSSHDUDQFH�RI�LPSURSULHW\�LQ
WKH�KLULQJ�RI�VWDII�DQG�WKH�DVVLJQPHQW�RI� IXQFWLRQV�DPRQJ�HPSOR\HHV
DQG�SULYDWH�FRQVXOWDQW�VWDII�

�� $YRLG� VROH� VRXUFH� SURFXUHPHQWV�� ZKLFK� PD\� LQFUHDVH� SURMHFW� FRVWV
DQG� XQIDLUO\� IDYRU� RQH� YHQGRU� RYHU� RWKHUV�� � -XVWLI\� DQ\� VROH� VRXUFH
SURFXUHPHQW�LQ�ZULWLQJ�DQG�REWDLQ�WKH�UHTXLVLWH�UHYLHZ�DQG�DSSURYDO�

�� 'HYHORS�FOHDU�3URMHFW�SURFHGXUHV�DQG�JXLGHOLQHV���(QVXUH�FRPSOLDQFH
ZLWK�DOO�DSSOLFDEOH�VWDWXWRU\�UHTXLUHPHQWV��SURFHGXUHV��JXLGHOLQHV��DQG
PDQDJHPHQW� PDQGDWHV�� � )DLOXUH� WR� FRPSO\� ZLWK� NH\� GLUHFWLYHV� FDQ
LQFUHDVH�WKH�&RPPRQZHDOWK¶V�YXOQHUDELOLW\�WR�FRVW�RYHUUXQV�DQG�IXWXUH
OLWLJDWLRQ�
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7KH� 2IILFH� QRWHG� WKDW�� EDVHG� RQ� WKH� ZULWWHQ� UHVSRQVHV� WR� WKH� UHYLHZV
GRFXPHQWHG�LQ�WKLV�UHSRUW��WKH�3URMHFW¶V�WUDFN�UHFRUG�IRU�GHFLVLYH�DFWLRQ�RQ
WHFKQLFDO� DVVLVWDQFH� UHFRPPHQGDWLRQV� KDG� EHHQ� PL[HG�� � 3URMHFW
PDQDJHPHQW�KDG�EHHQ�PRVW�UHVSRQVLYH�WR�WKH�2IILFH¶V�UHFRPPHQGDWLRQV
FRQFHUQLQJ�ZD\V�WR�LPSURYH�SURSRVHG�V\VWHPV�IRU�SURFXULQJ�PDQDJHPHQW
FRQVXOWDQW�DQG�GHVLJQ�UHODWHG�VHUYLFHV�

,QFHQWLYH�)HH�3URJUDP�IRU�&$�7�3URMHFW�&RQVWUXFWLRQ�&RQWUDFWV

,Q� D� )HEUXDU\� ����� OHWWHU�� WKH� 2IILFH� UHVSRQGHG� WR� WKH� &$�7� 3URMHFW¶V
HDUOLHU� UHTXHVW� IRU� WHFKQLFDO� DVVLVWDQFH� E\� UHYLHZLQJ� WKH� ,QFHQWLYH� )HH
3URJUDP�� � $W� WKH� WLPH�� WKH�&$�7� 3URMHFW� KDG� LQFRUSRUDWHG� WKH� 3URJUDP
SURYLVLRQV�LQWR�RQO\�RQH�FRQVWUXFWLRQ�FRQWUDFW��WKH������PLOOLRQ�&��$$�±�,�
���7XQQHO�)LQLVKHV�FRQWUDFW���&$�7�3URMHFW�PDQDJHUV�KDG�VHW�DVLGH������
PLOOLRQ�DV�D� ILQDQFLDO� LQFHQWLYH� IRU� WKH�FRQVWUXFWLRQ�FRQWUDFWRU� WR�PHHW�RU
EHDW� FRQWUDFW� PLOHVWRQH� GDWHV�� WR� PLWLJDWH� FHUWDLQ� GHOD\V� ZLWKRXW� ILOLQJ
ILQDQFLDO�FODLPV��DQG�WR�ZRUN�PRUH�FRRSHUDWLYHO\�DQG�HIILFLHQWO\�ZLWK�RWKHU
FRQWUDFWRUV�DQG�&$�7�3URMHFW�VWDII�

´7KLV�2IILFH�GRHV�QRW�REMHFW�WR�WKH�FRQFHSW�RI�LQFHQWLYH�IHH�SURJUDPV���+RZHYHU�
ZH�KDYH�FRQFOXGHG�WKDW�WKH�3URJUDP�SURYLVLRQV�DV�FXUUHQWO\�ZULWWHQ�GR�QRW�RIIHU
DGHTXDWH�VDIHJXDUGV�DJDLQVW�IUDXG��ZDVWH��DQG�DEXVH�µ

±�2IILFH�OHWWHU�WR�&$�7�3URMHFW�'LUHFWRU��)HEUXDU\�����

7KH� 2IILFH¶V� OHWWHU� FULWLFL]HG� WKH� ODFN� RI� FRQWUDFWRU� RYHUVLJKW�� WKH
GLVFUHWLRQDU\� DQG� VXEMHFWLYH� UDWLQJ� V\VWHP�� WKH� XQLODWHUDO� DXWKRULW\� RI� D
VLQJOH� PDQDJHU� WR� FKDQJH� 3URJUDP� UXOHV�� DQG� WKH� ODFN� RI� 3URJUDP
SURFHGXUHV�DQG�GRFXPHQWDWLRQ�UHTXLUHPHQWV���7KH�2IILFH�DOVR�H[SUHVVHG
WKH�YLHZ�WKDW�WKH�3URJUDP�FRXOG�SRWHQWLDOO\�YLRODWH�0DVVDFKXVHWWV�ELGGLQJ
ODZV�

7KH�2IILFH�UHFRPPHQGHG�D�VHULHV�RI�PHDVXUHV�WR�LPSURYH�WKH�3URJUDP�
LQFOXGLQJ�WKH�IROORZLQJ�DFWLRQV�

�� 5DWKHU�WKDQ�UHO\LQJ�RQ�DQHFGRWDO�PDWHULDO�IURP�RWKHU�MXULVGLFWLRQV�XVLQJ
VLPLODU� LQFHQWLYH� SURJUDPV�� FRQGXFW� D� FRVW�EHQHILW� DQDO\VLV� WR
GHWHUPLQH� ZKHWKHU� WKH� 3URJUDP� ZLOO� FRVW� OHVV� WKDQ� WKH� FRVW� RI
QHJRWLDWLQJ� WKH� FRQWUDFWRU� FODLPV� WKDW� WKH�&$�7�3URMHFW� GHVLJQHG� WKH
3URJUDP�WR�HOLPLQDWH�

�� 6XEMHFW�WKH�LQFHQWLYH�IHH�WR�QR�OHVV�ULJRURXV�D�V\VWHP�RI�FKHFNV�DQG
EDODQFHV�WKDQ�WKDW�XVHG�IRU�WKH�PRUH�WUDGLWLRQDO�FKDQJH�RUGHU�SURFHVV�
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�� 'HYHORS� REMHFWLYH� FULWHULD� IRU� PRQLWRULQJ� DQG� HYDOXDWLQJ� FRQWUDFWRU
SHUIRUPDQFH�

�� (QFRXUDJH� )HGHUDO� +LJKZD\� $GPLQLVWUDWLRQ� �)+:$�� ILQDQFLDO
SDUWLFLSDWLRQ�LQ�WKH�3URJUDP�E\�PDNLQJ�)+:$�VXJJHVWHG�FKDQJHV�

�� ,QFOXGH�GLVLQFHQWLYH�SURYLVLRQV��DV�ZHOO��WR�GLVFRXUDJH�SRRU�FRQWUDFWRU
SHUIRUPDQFH��VFKHGXOH�GHOD\V��DQG�PLVVHG�GHDGOLQHV�

,Q�D�0D\������OHWWHU��WKH�&$�7�3URMHFW�UHVSRQGHG�WR�WKH�2IILFH¶V�UHYLHZ�RI
WKH�3URJUDP���$OWKRXJK�&$�7�3URMHFW�PDQDJHPHQW�GLG�QRW�DJUHH�ZLWK�DOO�RI
WKH� 2IILFH¶V� FRQFOXVLRQV� DQG� UHFRPPHQGDWLRQV�� WKH� 3URMHFW¶V� ZULWWHQ
UHVSRQVH�FRPPLWWHG�WR�D�QXPEHU�RI� LPSURYHPHQWV�� LQFOXGLQJ�GHYHORSLQJ
REMHFWLYH�DQG�PHDVXUDEOH�FULWHULD�IRU�SD\PHQW�GHWHUPLQDWLRQV�� LQFUHDVLQJ
RYHUVLJKW� DQG� UHILQLQJ� GRFXPHQWDWLRQ� UHTXLUHPHQWV�� DQG� GHYHORSLQJ
ZULWWHQ�3URJUDP�SURFHGXUHV�

3UHYDLOLQJ�:DJH�&RPSOLDQFH

,Q�D�-XO\������OHWWHU�WR�WKH�3URMHFW��WKH�2IILFH�UHVSRQGHG�WR�WKH�3URMHFW¶V
HDUOLHU�UHTXHVW�IRU�WHFKQLFDO�DVVLVWDQFH�E\�UHYLHZLQJ�D�UHSRUW�SUHSDUHG�E\�D
3URMHFW�FRQVXOWDQW�UHJDUGLQJ�SUHYDLOLQJ�ZDJH�FRPSOLDQFH�E\�0DVV*UDYHO�
D� 3URMHFW� WUXFNLQJ� VXEFRQWUDFWRU�� � 7KH� 2IILFH� ZDV� DVNHG� WR� UHYLHZ� WKH
UHSRUW� DQG� FRPPHQW� RQ� ZKHWKHU� WKH� LVVXH� DSSHDUHG� WR� EH� DGGUHVVHG
DGHTXDWHO\� E\� WKH� FRQVXOWDQW�� � $V� D� UHVXOW� RI� DOOHJDWLRQV� DJDLQVW� WKH
VXEFRQWUDFWRU� RI� IDLOXUH� WR� SD\� SUHYDLOLQJ� ZDJHV�� WKH� 3URMHFW� KLUHG� D
FRQVXOWDQW� ±� DQ� DFFRXQWLQJ� ILUP� XQGHU� FRQWUDFW� WR� 0DVV+LJKZD\� ±� WR
UHYLHZ� WKH� PDWWHU�� � 7KH� 2IILFH� FRQFOXGHG� WKDW� WKH� FRQVXOWDQW� KDG
DGHTXDWHO\�DGGUHVVHG�WKH�FRQFHUQ�RI�3URMHFW�VWDII��JLYHQ�WKH�VFRSH�RI�WKH
UHYLHZ�DQG�WKH�IDFW�WKDW�LW�ZDV�D�UHYLHZ�DQG�QRW�DQ�DXGLW���7KH�2IILFH�DOVR
UHFRPPHQGHG�WKDW�WKH�3URMHFW�

�� &RQGXFW�D�IROORZ�XS�UHYLHZ�RI�WKRVH�WUXFNHUV�IURP�ZKRP�WKH�FRQVXOWDQW
FRXOG�QRW�REWDLQ�VDWLVIDFWRU\�DQVZHUV�RU�FRQWDFW���8VH�D�ODUJHU�VDPSOH
RI�WUXFNHUV�DQG�FRQGXFW�SHULRGLF�UHYLHZV�RI�WKLV�VRUW�

�� 5HYLHZ� LQWHUQDO� SURFHGXUHV� WR� HQVXUH� WKDW� QRQ�FRPSOLDQFH� FDQ� EH
GHWHFWHG���(YDOXDWH�WKH�HIIHFWLYHQHVV�RI�WKH�FRPSOLDQFH�XQLW���&RQGXFW
TXDOLW\�DVVXUDQFH�TXDOLW\�FRQWURO�DXGLWV�RI�WKH�FRPSOLDQFH�XQLW�

�� )RUZDUG� DOO� DOOHJDWLRQV� DQG� YLRODWLRQV� WR� WKH� 2IILFH� RI� WKH� $WWRUQH\
*HQHUDO�
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´,Q� OLJKW� RI� SDVW� SUHYDLOLQJ� ZDJH� YLRODWLRQV� DQG� WKH� UHFHQW� LQYHVWLJDWLRQV� LQWR
DOOHJDWLRQV� RI� H[WRUWLRQ�� H[FHVVLYH� RYHUWLPH�� DQG� WKHIW� RQ� WKH� &��$�� ²� ,���
0DVVDFKXVHWWV�$YHQXH� ,QWHUFKDQJH� FRQVWUXFWLRQ� FRQWUDFW�� 3URMHFW�PDQDJHPHQW
VKRXOG�FRQVLGHU�DQ�LQWHUQDO�UHDVVHVVPHQW�RI�KRZ�LW�KDQGOHV�LWV�REOLJDWLRQV�XQGHU
WKH�ODZ�µ

±�2IILFH�OHWWHU�WR�&$�7�3URMHFW�$FWLQJ�'LUHFWRU��-XO\�����

7KH�3URMHFW�UHVSRQGHG�LQ�D�1RYHPEHU������OHWWHU�VWDWLQJ�WKDW�3URMHFW�VWDII
UHJXODUO\�UHYLHZHG�UHFRUGV�DQG�LQWHUYLHZHG�ZRUNHUV�WR�HQVXUH�FRPSOLDQFH�
7KH�3URMHFW�DOVR�VWDWHG�WKDW�LW�ZRXOG�FRQWLQXH�WR�UHYLHZ�LWV�SURFHGXUHV�WR
HQVXUH�WKDW�FRPSOLDQFH�PHFKDQLVPV�DUH�DFFXUDWH�DQG�WKDW�WKH�3URMHFW�KDG
PDGH�DW�OHDVW����UHIHUUDOV�WR�WKH�2IILFH�RI�WKH�$WWRUQH\�*HQHUDO�

5HTXHVW� IRU� 4XDOLILFDWLRQV� DQG� 3URSRVDO� �5)4�3�� IRU� $XGLW

6HUYLFHV�RQ�&$�7�3URIHVVLRQDO�6HUYLFHV�&RQWUDFWV

,Q� -DQXDU\� ������ 3URMHFW� VWDII� UHTXHVWHG� WKH� 2IILFH¶V� DVVLVWDQFH� LQ
GHYHORSLQJ� DQ� 5)4�3� IRU� VHOHFWLQJ� FHUWLILHG� SXEOLF� DFFRXQWDQW� ILUPV� WR
SHUIRUP� IHGHUDOO\� UHTXLUHG� DXGLWV� RQ� PLOOLRQV� RI� GROODUV� LQ� FRQVXOWLQJ
FRQWUDFWV�RQ�WKH�&$�7�3URMHFW�� �7KH�UHTXHVW�HPDQDWHG�� LQ�SDUW�� IURP�WKH
2IILFH¶V�HDUOLHU�FULWLFLVP�RI�WKH�IODZHG�SURFHVV�IRU�SURFXULQJ�DXGLW�VHUYLFHV
DQG� WKH� WURXEOLQJ� EDFNORJ� RI� DXGLW� ZRUN�� � 7KH�2IILFH� KDG� XUJHG� 3URMHFW
PDQDJHPHQW� WR� HQVXUH� WKH� RUJDQL]DWLRQDO� LQGHSHQGHQFH� RI� WKH� DXGLW
IXQFWLRQ� DQG� WR� DJJUHVVLYHO\� SXUVXH� UHFRYHU\� RI� RYHUSD\PHQWV� WR
FRQVXOWDQWV�

'XULQJ� )HEUXDU\� ������ 3URMHFW�PDQDJHUV� SURYLGHG� D� URXJK� GUDIW� RI� WKH
5)4�3� WR� WKH� 2IILFH� DQG� EULHIHG� 2IILFH� VWDII� RQ� WKHLU� FRQFHUQV� DQG
REMHFWLYHV� LQ� SURFXULQJ� SURIHVVLRQDO� DXGLW� VHUYLFHV�� � 3URMHFW� VWDII� LQYLWHG
LQSXW�WR�KHOS�HQVXUH�WKDW�WKH�5)4�3�DSSURSULDWHO\�DUWLFXODWHG�WKH�VHUYLFHV
UHTXLUHG� DQG� HVWDEOLVKHG� D� IDLU� DQG� MXVWLILDEOH� UDQNLQJ� V\VWHP�� � $
VXEVHTXHQW�GUDIW�UHIOHFWHG�WKH�3URMHFW¶V�HIIRUWV�WR� LQFRUSRUDWH�WKH�2IILFH¶V
UHFRPPHQGDWLRQV�� � )RU� H[DPSOH�� LW� UHTXLUHG� UHVSRQGHQWV� WR� VXEPLW� DOO
TXHVWLRQV�LQ�ZULWLQJ��DQG�UHTXLUHG�WKDW�WKH�SURSRVHG�SURMHFW�PDQDJHU�DQG
NH\�SHUVRQQHO�SOD\�D�PDMRU�UROH�DW�WKH�LQWHUYLHZV�

,Q�$SULO�������WKH�3URMHFW�SURYLGHG�D�QHZO\�UHYLVHG�GUDIW�RI�WKH�5)4�3�DQG
UHTXHVWHG�DGGLWLRQDO�DVVLVWDQFH�LQ�HQVXULQJ�WKDW�WKH�VFRSH�DQG�HYDOXDWLRQ
FULWHULD�DUH�DSSURSULDWH��IDLU��FRPSOHWH��DQG�FOHDU���,Q�UHVSRQVH��WKH�2IILFH
SURYLGHG� PRUH� WKDQ� WZR� GR]HQ� VXJJHVWLRQV�� LQFOXGLQJ� PRUH� ULJRURXV
TXDOLILFDWLRQ�DQG�H[SHULHQFH�UHTXLUHPHQWV��SURYLVLRQV�IRU�ELPRQWKO\�VWDWXV
UHSRUWV�� DQG� HYLGHQFH� WR� GHPRQVWUDWH� D� KLVWRU\� RI� PHHWLQJ� KLJK
SHUIRUPDQFH� VWDQGDUGV�� � 7KH� 2IILFH� LQGLFDWHG� LWV� ZLOOLQJQHVV� WR� SURYLGH
DGGLWLRQDO�DVVLVWDQFH�DV�QHHGHG�



��

-2,17�352-(&76

&$�7�3URMHFW�2YHUVLJKW�&RRUGLQDWLRQ�&RPPLVVLRQ

,Q�2FWREHU�������SXUVXDQW�WR�6HFWLRQ��%�RI�WKH�-XO\������7UDQVSRUWDWLRQ
%RQG� %LOO�� WKH� ,QVSHFWRU� *HQHUDO�� $WWRUQH\� *HQHUDO�� DQG� 6WDWH� $XGLWRU
VXEPLWWHG� WKH� 6XSSOHPHQWDO� 3ODQ� FUHDWLQJ� WKH� &$�7� 3URMHFW� 2YHUVLJKW
&RRUGLQDWLRQ� &RPPLVVLRQ� �WKH� &RPPLVVLRQ�� WR� WKH� /HJLVODWXUH�� � 7KH
6XSSOHPHQWDO� 3ODQ� LV� D� VFDOHG�GRZQ� YHUVLRQ� RI� WKH� FRPSUHKHQVLYH
RYHUVLJKW�SODQ�WKH�WKUHH�RIILFHV�VXEPLWWHG�LQ�1RYHPEHU������LQ�UHVSRQVH
WR�DQ�HDUOLHU�OHJLVODWLYH�GLUHFWLYH�

%RWK� SODQV� SURYLGHG� IRU� MRLQW� RYHUVLJKW� RI� WKH� 3URMHFW�� FRPELQLQJ� WKH
H[SHUWLVH� DQG� OHJDO� DXWKRULW\� RI� WKH� WKUHH� RIILFHV� WR� LGHQWLI\� FRVW�VDYLQJ
PHDVXUHV�� WDUJHW� PDQDJHPHQW� GLIILFXOWLHV� WKDW� LQYLWH� IUDXG�� ZDVWH�� DQG
DEXVH�� DQG� SXUVXH� HQIRUFHPHQW� DQG� UHFRXSPHQW� DFWLRQV� DJDLQVW
FRQWUDFWRUV�HQJDJHG�LQ�IUDXG�RU�RWKHU�XQODZIXO�DFWLYLW\���7KH�RULJLQDO�SODQ
KDG� UHTXHVWHG� DQ� DQQXDO� EXGJHW� RI� ����� PLOOLRQ� SOXV� RQH�WLPH� VWDUW�XS
FRVWV�DQG�LQFUHDVHV�IRU�LQIODWLRQ���7KH�/HJLVODWXUH�DXWKRUL]HG����PLOOLRQ�IRU
DQ�XQVSHFLILHG�SHULRG�RI�WLPH�IRU�D�VFDOHG�GRZQ�YHUVLRQ�RI�WKH�HDUOLHU�SODQ�

,Q� NHHSLQJ� ZLWK� WKH� PXOWL�DJHQF\� WHDPZRUN� HQYLVLRQHG� E\� WKH
6XSSOHPHQWDO�3ODQ��WKH�,QVSHFWRU�*HQHUDO�DJUHHG�WR�DEVRUE�DGPLQLVWUDWLYH
H[SHQVHV�DQG�VWDII�VXSSRUW� IRU� WKH�&RPPLVVLRQ�� �3URYLGLQJ�RIILFH�VSDFH
DQG�HTXLSPHQW�WR�WKH�&RPPLVVLRQ�KDV�FRQVXPHG�D�VLJQLILFDQW�SRUWLRQ�RI
WKH�2IILFH¶V�RYHUVLJKW�EXGJHW�DQG�VWDII�HDFK�\HDU�VLQFH������

7KH�/HJLVODWXUH�UHFRJQL]HG�WKH�QHHG�IRU�DGGLWLRQDO�RYHUVLJKW�E\�SURYLGLQJ
DQ�DGGLWLRQDO����PLOOLRQ�LQ�WKH�7UDQVSRUWDWLRQ�%RQG�%LOO�HQDFWHG�RQ�-XO\����
������ � ,Q� DQ� HIIRUW� WR� IRVWHU� LQIRUPDWLRQ� VKDULQJ�� WKH� ELOO� GLUHFWHG� WKH
&RPPLVVLRQ� WR� VXEPLW� D� UHSRUW� GHWDLOLQJ� LWV� RYHUVLJKW� DFWLYLWLHV� DQG� DQ\
UHVXOWLQJ�VDYLQJV�WR�WKH�&RPPRQZHDOWK���7KH�UHSRUW�LV�WR�EH�VXEPLWWHG�RQ
D� TXDUWHUO\� EDVLV� WR� WKH� +RXVH� DQG� 6HQDWH� &RPPLWWHHV� RQ�:D\V� DQG
0HDQV�� WKH� 6HFUHWDU\� RI� $GPLQLVWUDWLRQ� DQG� )LQDQFH�� DQG� WKH� -RLQW
&RPPLWWHH�RQ�7UDQVSRUWDWLRQ�

7KH� &RPPLVVLRQ¶V� 6HSWHPEHU� ����� 6XPPDU\� 5HSRUW� FRQWDLQHG� D
GHWDLOHG�GHVFULSWLRQ�RI� WKH�DFWLYLWLHV�RI� WKH�&RPPLVVLRQ�DQG� LWV� LQGLYLGXDO
PHPEHUV�
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´7KH� &$�7� 3URMHFW� KDV� HQWHUHG� LWV� SHDN� FRQVWUXFWLRQ� SHULRG� DQG� LV� QRZ
VSHQGLQJ� DERXW� ��� PLOOLRQ� HDFK� GD\�� � 7KH� QHHG� IRU� IRFXVHG� DQG� SURDFWLYH
RYHUVLJKW� HIIRUWV� FRQWLQXHV�� HVSHFLDOO\� DV� WKH� &$�7� 3URMHFW� PRYHV� WRZDUG
FRPSOHWLRQ�µ

± /HWWHU�IURP�$WWRUQH\�*HQHUDO��6WDWH�$XGLWRU��DQG�,QVSHFWRU�*HQHUDO�DFFRPSDQ\LQJ
WKLUG� VXPPDU\� UHSRUW� RI� WKH� &$�7� 3URMHFW� 2YHUVLJKW� &RRUGLQDWLRQ� &RPPLVVLRQ�
6HSWHPEHU�����

7KH�IROORZLQJ�H[DPSOHV�ZHUH�DPRQJ�WKH�LQLWLDWLYHV�RULJLQDOO\�FRQWHPSODWHG
LQ� WKH� 6XSSOHPHQWDO� 3ODQ�� 6HYHUDO� RI� WKHVH� MRLQWO\� FRRUGLQDWHG
XQGHUWDNLQJV�VSDQQHG������WKURXJK�������ZKLOH�RWKHUV�ZHUH�QRW�ODXQFKHG
XQWLO� ODWH� ����� RU� HDUO\� ����� DQG� ZLOO� FRQWLQXH� WKURXJK� WKH� HQG� RI� WKH
3URMHFW�

�� ,Q�WKH�VSLULW�RI�FRRSHUDWLRQ�DQG�FRRUGLQDWLRQ�HQYLVLRQHG�E\�WKH�IUDPHUV
RI� WKH� &RPPLVVLRQ�� WKH� ,QVSHFWRU� *HQHUDO� DJUHHG� WR� OHQG� KLV
HQJLQHHULQJ�VWDII�H[SHUWLVH� WR� WKH�6WDWH�$XGLWRU�� �&HUWDLQ�FRPSODLQDQW
DOOHJDWLRQV� UHTXLUHG� DQ� HQJLQHHU¶V� SHUVSHFWLYH� DQG� DQDO\VLV�� � 7KH
2IILFH�QRWLILHG�DXGLW�VWDII�RI�LWV�ILQGLQJV�LQ�-DQXDU\��������%\�DVVLVWLQJ�D
IHOORZ� &RPPLVVLRQ� PHPEHU� LQ� WKLV� PDQQHU�� WKH� 2IILFH� ZDV� DEOH� WR
VXSSOHPHQW� WKH�$XGLWRU¶V� VWDII�HIIRUWV�DQG�VDYH� WKH�6WDWH�$XGLWRU� WKH
WLPH�FRQVXPLQJ�DQG�SRWHQWLDOO\�FRVWO\�MRE�RI�FRQWUDFWLQJ�VHSDUDWHO\�IRU
WKH�HQJLQHHULQJ�H[SHUWLVH�

�� ,Q� ������ DV� SDUW� RI� WKH� VWDUW�XS� HIIRUW�� WKH� 2IILFHV� RI� WKH� ,QVSHFWRU
*HQHUDO�DQG�WKH�$WWRUQH\�*HQHUDO�MRLQHG�IRUFHV�WR�KHOS�HQVXUH�WKDW�WKH
3URMHFW�ZDV�HIIHFWLYHO\�SXUVXLQJ� OHJLWLPDWH� FODLPV�DJDLQVW� FRQWUDFWRUV
DQG�FRQVXOWDQWV�WKURXJK�WKH�FRVW�UHFRYHU\�SURJUDP���'XULQJ�������WKH
2IILFH�FRPSOHWHG�LWV�ZRUN�DQG�SURYLGHG�WKH�UHVXOWV�RI�LWV�UHYLHZ�WR�WKH
VWDII� RI� WKH� 2IILFH� RI� WKH� $WWRUQH\� *HQHUDO� IRU� XVH� LQ� LWV� RQJRLQJ
H[DPLQDWLRQ�RI�RSSRUWXQLWLHV�WR�SXUVXH�FDVHV�IRU�SRVVLEOH�OHJDO�DFWLRQ�
7KH�2IILFH�RI�WKH�6WDWH�$XGLWRU��ZKLFK�UHSRUWHG�RQ�FRVW�UHFRYHU\�LVVXHV
VXUURXQGLQJ� WKH� )RUW� 3RLQW� &KDQQHO� FURVVLQJ� GHVLJQ�� SURYLGHG
GRFXPHQWV� DQG� LQIRUPDWLRQ� WKDW� DVVLVWHG� WKH� 2IILFH¶V� HIIRUWV� WR
FRPSOHWH�WKH�UHYLHZ�

�� ,Q�WKUHH�FDVHV�WKDW�LQFOXGHG��EXW�ZHUH�QRW�OLPLWHG�WR��SRWHQWLDO�YLRODWLRQV
RI�WKH�SXEOLF�ELGGLQJ�ODZV��WKH�2IILFH�EULHIHG�WKH�2IILFH�RI�WKH�$WWRUQH\
*HQHUDO� RQ� WKH� LVVXHV� DQG� VRXJKW� LQSXW� IURP� WKRVH� FKDUJHG� ZLWK
HQIRUFLQJ�WKH�DSSOLFDEOH�ODZV���,Q�������WKH�2IILFH�SXUVXHG�WKH�LVVXHV
ZLWK� WKH� DSSURSULDWH� OHJDO� VWDII� DQG� NHSW� WKH� 2IILFH� RI� WKH� $WWRUQH\
*HQHUDO�DSSULVHG�RI�WKH�SURJUHVV�DQG�UHVXOWV�RI�WKH�UHYLHZ�HIIRUW�
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�� 6HQLRU�VWDII�RI�WKH�WKUHH�PHPEHU�DJHQFLHV�FRQWLQXHG�WR�PHHW�DW�OHDVW
PRQWKO\� WKURXJKRXW� ����� WR� GLVFXVV� WKH� DFWLYLWLHV� RI� HDFK� RI� WKHLU
RIILFHV��GLVFXVV�SODQV�IRU�WKH�IROORZLQJ�PRQWK��DQG�VKDUH�LQIRUPDWLRQ�RQ
FDVHV�DQG�RWKHU�3URMHFW�DFWLYLWLHV��)RXU�WLPHV�LQ�������WKH�&RPPLVVLRQ
LQYLWHG�PHPEHUV�RI�WKH�/HJLVODWXUH�WR�SDUWLFLSDWH�LQ�PHHWLQJV�DLPHG�DW
FRRUGLQDWLQJ�RYHUVLJKW�DFWLYLWLHV��H[FKDQJLQJ�LQIRUPDWLRQ��LQFOXGLQJ�WKH
SURJUHVV� RI� OHJLVODWLRQ��� DQG� HQVXULQJ� WKDW� WKH� &RPPLVVLRQ� SURSHUO\
LQFOXGHG�OHJLVODWLYH�FRQFHUQV�LQ�LWV�DJHQGD�

7KH� &RPPLVVLRQ� FRQWLQXHG� WR� SXUVXH� DQRWKHU� DYHQXH� RI� RYHUVLJKW
FRRUGLQDWLRQ� WKDW� ZDV� LQFOXGHG� LQ� WKH� 6XSSOHPHQWDO� 3ODQ�� � FRRUGLQDWLRQ
ZLWK�IHGHUDO�RYHUVLJKW�DJHQFLHV�ZLWK�DQ� LQWHUHVW� LQ�WKH�3URMHFW�� �7KH�8�6�
'HSDUWPHQW�RI�7UDQVSRUWDWLRQ�,QVSHFWRU�*HQHUDO�ODXQFKHG�DQ�LQTXLU\�LQWR
WKH� 3URMHFW¶V� 2FWREHU� ����� )LQDQFH� 3ODQ�� D� GRFXPHQW� WKDW� KDG� EHHQ
SURYLGHG� WR� WKH� )HGHUDO� +LJKZD\� $GPLQLVWUDWLRQ� DV� ZHOO� DV� WKH� 6WDWH
/HJLVODWXUH�� SXUVXDQW� WR� UHSRUWLQJ� UHTXLUHPHQWV� WKDW� DSSHDUHG� LQ� WKH
VWDWXWH�FUHDWLQJ� WKH�0HWURSROLWDQ�+LJKZD\�6\VWHP� �0�*�/�� F�� ��$�������
7KH�2IILFH�KDV�FRRSHUDWHG�ZLWK�IHGHUDO�RIILFLDOV�DQG�UHPDLQV�DYDLODEOH�WR
SURYLGH�LQIRUPDWLRQ�DQG�DVVLVWDQFH�DV�DSSURSULDWH�
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7KLV�SDJH�LQWHQWLRQDOO\�OHIW�EODQN�
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2SHUDWLRQDO�5HYLHZV

8QLYHUVLW\�RI�0DVVDFKXVHWWV�&RPSXWHU�6FLHQFH�&HQWHU�5HYLHZ

,Q� 0DUFK� ������ WKH� 2IILFH� FRPSOHWHG� $� 5HSRUW� RQ� WKH� 'HVLJQ� DQG
&RQVWUXFWLRQ� RI� WKH� 8QLYHUVLW\� RI� 0DVVDFKXVHWWV� &RPSXWHU� 6FLHQFH
&HQWHU��D�GHWDLOHG�UHYLHZ�RI�D�GHVLJQ�EXLOG�SURMHFW�SURFXUHG�E\�WKH�'LYLVLRQ
RI� &DSLWDO� $VVHW� 0DQDJHPHQW� �'&$0�� RQ� EHKDOI� RI� WKH� 8QLYHUVLW\� RI
0DVVDFKXVHWWV� �80DVV��� 7KH� &RPSXWHU� 6FLHQFH� 5HVHDUFK� DQG
'HYHORSPHQW�&HQWHU��&RPSXWHU�6FLHQFH�&HQWHU���ZKLFK�ZDV�FRPSOHWHG�LQ
-XO\�������LV�D�IODW�URRIHG��VWHHO�IUDPHG��WKUHH�VWRU\�EXLOGLQJ�HQFRPSDVVLQJ
DSSUR[LPDWHO\��������JURVV�VTXDUH�IHHW�RQ�WKH�80DVV�$PKHUVW�FDPSXV�
'&$0�� WKH� VWDWH¶V� FHQWUDOL]HG� FRQVWUXFWLRQ� PDQDJHPHQW� DJHQF\�� ZDV
UHVSRQVLEOH�IRU�SODQQLQJ��SURFXUHPHQW��DQG�FRQWUDFW�DGPLQLVWUDWLRQ�IRU�WKLV
SURMHFW��,Q�UHVSRQVH�WR�WKH�VWXG\�GHVLJQHU¶V�UHFRPPHQGDWLRQ�RI�D�GHVLJQ�
EXLOG�DSSURDFK� WR� VKRUWHQ� WKH� SURMHFW� VFKHGXOH��'&$0�XVHG� WKH� VWDWH¶V
PRGXODU�EXLOGLQJ�SURFXUHPHQW�ODZ�WR�DZDUG�D�FRQWUDFW�WR�6XIIRON�%XLOGLQJ
&RUSRUDWLRQ� �6XIIRON�� IRU� WKH� GHVLJQ� DQG� FRQVWUXFWLRQ� RI� WKH� 80DVV
&RPSXWHU�6FLHQFH�&HQWHU�

7KH�VWXG\�GHVLJQHU�SURMHFWHG� WKDW� WKH�80DVV�&RPSXWHU�6FLHQFH�&HQWHU
FRXOG� EH� FRPSOHWHG� LQ� ��� PRQWKV� XVLQJ� D� GHVLJQ�EXLOG� DSSURDFK�
+RZHYHU��WKH�SURMHFW�WRRN����PRQWKV�WR�FRPSOHWH���'&$0¶V�FRQWUDFW�ZLWK
6XIIRON�FRQWDLQHG�D�FRPSOHWLRQ�GHDGOLQH�RI�6HSWHPEHU���������DQG�D�WRWDO
GHVLJQ�DQG�FRQVWUXFWLRQ�FRVW�RI��������������6XIIRON�FRPSOHWHG�WKH�SURMHFW
LQ� -XO\� ������ ��� PRQWKV� ODWH�� � ,Q� WKH� FRXUVH� RI� WKH� SURMHFW�� '&$0
DSSURYHG�FKDQJH�RUGHUV�WKDW�LQFUHDVHG�WKH�FRQWUDFW�FRVW�E\����������

,Q�2FWREHU�������WKUHH�PRQWKV�DIWHU�SURMHFW�FRPSOHWLRQ��6XIIRON�VXEPLWWHG
D�FODLP�WR�'&$0�VHHNLQJ�DQ�DGGLWLRQDO��������������,Q�WRWDO��WKH�FKDQJH
RUGHUV�VRXJKW�E\�6XIIRON�ZRXOG� LQFUHDVH� WKH�FRVW�RI� WKH�SURMHFW�E\�PRUH
WKDQ� RQH� WKLUG�� � 0RUHRYHU�� WKH� FRPSOHWHG� SURMHFW� IHOO� VKRUW� RI� 80DVV¶V
VWDQGDUGV�IRU�FRQVWUXFWLRQ�TXDOLW\�LQ�DW�OHDVW�WZR�VLJQLILFDQW�UHVSHFWV�

,Q�LWV�FODLP��6XIIRON�DOOHJHG�WKDW�'&$0�DQG�80DVV�FDXVHG�SURMHFW�GHOD\V
E\�IDLOLQJ�WR�DSSURYH�GHVLJQ�VXEPLVVLRQV�LQ�D�WLPHO\�IDVKLRQ��E\�GHOD\LQJ
GHVLJQ�GHFLVLRQV��DQG�E\�UHTXHVWLQJ�GHVLJQ�FKDQJHV���'&$0�FRQWUDFWHG
ZLWK�D�FRQVXOWDQW�WR�DQDO\]H�6XIIRON¶V�FODLP�DQG��EDVHG�RQ�WKH�FRQVXOWDQW¶V
UHFRPPHQGDWLRQ�� LQLWLDOO\�DJUHHG� WR�SD\�6XIIRON������PLOOLRQ� WR� VHWWOH� WKH
GLVSXWH�

+RZHYHU��WKH�2IILFH¶V�UHYLHZ�IRXQG�WKDW�WKH�GHOD\V�DQG�FRVW�RYHUUXQV�ZHUH
ODUJHO\�FDXVHG�E\� IDFWRUV�XQGHU�6XIIRON¶V�FRQWURO�� � ,Q�DGGLWLRQ�� WKH�2IILFH
IRXQG� WKDW� WKH� 6XIIRON� FODLP� ZDV� LQIODWHG� E\� FKDUJHV� IRU� GDPDJHV� QRW
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SHUPLWWHG� XQGHU� 6XIIRON¶V� FRQWUDFW�� E\� RYHUVWDWHG� LQGLUHFW� FRVWV�� DQG� E\
PRUH� WKDQ� ��������� LQ� FKDUJHV� IRU� XQGRFXPHQWHG� GHVLJQ� VHUYLFHV� WKDW
FDQQRW� EH� YHULILHG�� � $IWHU� WKH� 2IILFH� UDLVHG� FRQFHUQV� DERXW� WKH� FODLP�
'&$0� GHFLGHG� QRW� WR� H[HFXWH� WKH� ����� PLOOLRQ� VHWWOHPHQW� DJUHHPHQW�
'&$0� UHWDLQHG� D� ODZ� ILUP� WR� DVVHVV� WKH� FRQVXOWDQW¶V� UHSRUW� DQG
UHFRPPHQGDWLRQV��DQG�WKH�ODZ�ILUP�UHSRUWHGO\�UHFRPPHQGHG�FRQGXFWLQJ�D
QHZ�DQDO\VLV�RI�6XIIRON¶V�FODLP�

´%\� QRW� VFUXWLQL]LQJ� FKDQJH� RUGHUV� DQG� FODLPV� DQG� E\� QRW� HQIRUFLQJ� WKH
UHTXLUHPHQWV� RI� LWV� RZQ� FRQWUDFWV�� WKH� &RPPRQZHDOWK� XQGHUPLQHV� IDLU
FRPSHWLWLRQ�IRU�LWV�IXWXUH�FRQVWUXFWLRQ�FRQWUDFWV�µ

±�,*�UHSRUW��0DUFK�����

7KH� PDMRU� ILQGLQJV� SUHVHQWHG� LQ� WKH� 2IILFH¶V� 0DUFK� ����� UHSRUW� DUH
VXPPDUL]HG�EHORZ�

�� $OWKRXJK�'&$0�XVHG�WKH�PRGXODU�EXLOGLQJ�SURFXUHPHQW�VWDWXWH
WR�FRQWUDFW�IRU�WKLV�SURMHFW��WKH�80DVV�&RPSXWHU�6FLHQFH�&HQWHU
LV�QRW�D�PRGXODU�EXLOGLQJ���7KH�WHUP�³PRGXODU�EXLOGLQJ�´�DV�GHILQHG�LQ
0�*�/�� F�� ����� ���(�� UHIHUV� WR� EXLOGLQJV� WKDW� DUH� HLWKHU� IDFWRU\�
DVVHPEOHG�LQWR�WKUHH�GLPHQVLRQDO�PRGXOHV�RU�SRUWDEOH�VWUXFWXUHV���7KH
80DVV�&RPSXWHU�6FLHQFH�&HQWHU�ZDV�QRW�FRQVWUXFWHG�DV�D�PRGXODU
EXLOGLQJ���,QVWHDG��LW�LV�D�FRQYHQWLRQDOO\�FRQVWUXFWHG�EXLOGLQJ�WKDW�XVHG
VWHHO� FRPSRQHQWV� SURYLGHG� E\� D� SUH�HQJLQHHUHG� PHWDO� EXLOGLQJ
V\VWHPV�PDQXIDFWXUHU�IRU�WKH�WKLUG�IORRU�DQG�URRI�VWUXFWXUH�

�� 0RVW�GHOD\V�DQG�FRVW�RYHUUXQV�RQ�WKH�80DVV�&RPSXWHU�6FLHQFH
&HQWHU� ZHUH� FDXVHG� E\� IDFWRUV� XQGHU� 6XIIRON¶V� FRQWURO�� � 7KH
ILQGLQJV� LQ� WKLV� UHSRUW� VKRZ� WKDW�� FRQWUDU\� WR� 6XIIRON¶V� FODLP�� WKH
SUREOHPV�FRQWULEXWLQJ�WR�GHOD\V�DQG�FRVW�RYHUUXQV�ZHUH�QRW�FDXVHG�E\
PDMRU�GHVLJQ�FKDQJHV�LQLWLDWHG�E\�'&$0�RU�E\�80DVV�DIWHU�WKH�SURMHFW
EHJDQ�� � 5DWKHU�� PRVW� PDMRU� SUREOHPV� ZHUH� DWWULEXWDEOH� WR� 6XIIRON¶V
IDLOXUH�WR�HQVXUH�WKDW�GHVLJQ�ZRUN�ZDV�FRPSOHWH��DFFXUDWH��DQG�WLPHO\�
6XIIRON¶V�FRQWLQXDO�HIIRUWV�WR�UHGXFH�FRQVWUXFWLRQ�FRVWV�WKURXJK�GHVLJQ
UHYLVLRQV�� DQG� 6XIIRON¶V� IDLOXUH� WR� WDNH� WLPHO\� VWHSV� WR� UHSODFH� QRQ�
SHUIRUPLQJ�VXEFRQWUDFWRUV�

�� 7KH� GHVLJQ�EXLOG� DSSURDFK� ZDV� QRW� DSSURSULDWH� IRU� WKH� 80DVV
&RPSXWHU�6FLHQFH�&HQWHU�SURMHFW�� �7KH�PDMRU�GLVDGYDQWDJH�RI� WKH
GHVLJQ�EXLOG� SURMHFW� GHOLYHU\�PHWKRG� LV� WKDW� WKH� RZQHU�PXVW� JLYH� XS
FRQWURO�RYHU�ILQDO�GHVLJQ��LQFUHDVLQJ�WKH�ULVN�WKDW�WKH�FRPSOHWHG�EXLOGLQJ
ZLOO� QRW�PHHW� LWV� QHHGV� RU� VWDQGDUGV� IRU� TXDOLW\�� � 80DVV¶V� HIIRUWV� WR
HQVXUH�WKDW�WKH�EXLOGLQJ�PHW� LWV�VWDQGDUGV�IRU�TXDOLW\�DQG�IXQFWLRQDOLW\
ZHUH�PHW�ZLWK�UHVLVWDQFH�E\�6XIIRON�DQG�UHVXOWHG� LQ�GLVSXWHV��GHVSLWH
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FOHDU�FRQWUDFW�WHUPV�WKDW�UHTXLUHG�6XIIRON�WR�VXEPLW�ILQDO�GHVLJQ�ZRUN�WR
'&$0�IRU�DSSURYDO���7KH�2IILFH�DOVR�IRXQG�WKDW�6XIIRON�DQG�LWV�GHVLJQ
VXEFRQWUDFWRU�ZHUH�HQJDJHG�LQ�D�GLVSXWH�RYHU�GHVLJQ�IHHV�WKURXJKRXW
PRVW�RI�WKH�SURMHFW��VKRZLQJ�WKDW�WKH�GHVLJQ�EXLOG�DSSURDFK��ZKLFK� LV
LQWHQGHG� WR� IRVWHU� FROODERUDWLRQ� EHWZHHQ� WKH� GHVLJQHU� DQG� WKH
FRQWUDFWRU�� GRHV� QRW� JXDUDQWHH� D� KDUPRQLRXV� UHODWLRQVKLS� EHWZHHQ
WKHP�

�� 7RS�'&$0�PDQDJHPHQW�GLG�QRW�VXSSRUW�HIIRUWV�RI�'&$0�SURMHFW
SHUVRQQHO�WR�HQIRUFH�FRQWUDFW�UHTXLUHPHQWV�DQG�PDLQWDLQ�FRQWURO
RYHU� WKH� SURMHFW�� � 3URMHFW� UHFRUGV� VKRZHG� WKDW� '&$0� SURMHFW
SHUVRQQHO� DWWHPSWHG� WR� HQIRUFH� GHVLJQ� UHYLHZ� DQG� RWKHU� FRQWUDFW
UHTXLUHPHQWV��LQFOXGLQJ�UHTXLUHPHQWV�IRU�6XIIRON�WR�REWDLQ�DSSURYDO�IRU
LWV� SURSRVHG� VFKHGXOH�� �1HYHUWKHOHVV�� 6XIIRON� IDLOHG� WR�PHHW� LWV� RZQ
SURSRVHG� VFKHGXOH� IRU� VXEPLVVLRQV� RU� WR� VXEPLW� FRPSOHWH�� UHYLVHG
GHVLJQ�GRFXPHQWV�IRU�DSSURYDO�DV�UHTXLUHG�E\�WKH�FRQWUDFW�� � ,Q�PDQ\
LQVWDQFHV�� WRS� '&$0� PDQDJHPHQW� ZDLYHG� WKHVH� FRQWUDFW
UHTXLUHPHQWV�

�� 7RS�'&$0�PDQDJHPHQW�IDLOHG�WR�FRQGXFW�D�ULJRURXV�DVVHVVPHQW
RI�WKH�PHULWV�RI�6XIIRON¶V������PLOOLRQ�FODLP���0DQ\�FRVWV�UHMHFWHG�E\
'&$0�SURMHFW�SHUVRQQHO� LQ�FKDQJH�RUGHUV�SURSRVHG�E\�6XIIRON�ZHUH
ODWHU� LQFRUSRUDWHG� LQWR� 6XIIRON¶V� ����� PLOOLRQ� FODLP�� � 7RS� '&$0
PDQDJHPHQW� KLUHG� D� FODLPV� FRQVXOWDQW� XQGHU� DQ� DJUHHPHQW� WKDW
FRQWDLQHG�QR�ZULWWHQ�LQVWUXFWLRQV�RU�VFRSH�RI�ZRUN�WR�DQDO\]H�WKH�FODLP�
7KH�ZRUN�SURGXFW�SURGXFHG�E\�'&$0¶V�FODLPV�FRQVXOWDQW�DQG�'&$0¶V
VXEVHTXHQW�QHJRWLDWLRQV�ZLWK�6XIIRON� UHIOHFW�D� ODFN�RI�DQ\�VXEVWDQWLDO
DVVHVVPHQW�RI�WKH�OHJDO�PHULWV�RU�WKH�FRVWV�LQFOXGHG�LQ�6XIIRON¶V�FODLP�

$� GUDIW� RI� WKH� UHSRUW� ZDV� SURYLGHG� WR� WKH� QHZO\� DSSRLQWHG� '&$0
&RPPLVVLRQHU�±�ZKR�KDG�KDG�QR�UHVSRQVLELOLW\�IRU�WKH�&RPSXWHU�6FLHQFH
&HQWHU� SURMHFW�� � ,Q� KLV� ZULWWHQ� UHVSRQVH� WR� WKH� GUDIW� UHSRUW�� WKH� '&$0
&RPPLVVLRQHU�DFNQRZOHGJHG�WKDW�WKH�UHSRUW�FRQWDLQHG�D�QXPEHU�RI�YDOLG
FRQFHUQV�� �+H�DVVXUHG� WKH�2IILFH� WKDW� WKH� UHSRUW� ILQGLQJV�ZRXOG� UHFHLYH
FDUHIXO�FRQVLGHUDWLRQ�DV�'&$0�SURFHHGHG�ZLWK�WKH�GLVSRVLWLRQ�RI�WKH�FODLP
DQG�ZLWK�IXWXUH�'&$0�FRQVWUXFWLRQ�SURMHFWV�

´7KH� UHSRUW�ZDV�H[WUHPHO\� WKRURXJK��DQG� WKH�SURFHVV�RI� UHYLHZLQJ� WKH�GUDIW
ZDV�YHU\�FRQVWUXFWLYH�IRU�PH�DQG�P\�VWDII���<RXU�UHSRUW�FRQWDLQV�D�QXPEHU�RI
YDOLG�FRQFHUQV��DQG�,�FDQ�DVVXUH�\RX�WKDW�WKH�ILQGLQJV�ZLOO�EH�FRQVLGHUHG�YHU\
FDUHIXOO\�DV�ZH�SURFHHG�ZLWK�WKH�GLVSRVLWLRQ�RI�WKLV�SDUWLFXODU�PDWWHU��DQG�DV�ZH
SURFHHG�RQ�IXWXUH�SURMHFWV�µ

±�'&$0�&RPPLVVLRQHU�UHVSRQVH�WR�GUDIW�,*�UHSRUW��)HEUXDU\�����
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6WDWXV�5HSRUW�RQ�&RQWUDFWRU�&HUWLILFDWLRQ�6\VWHP

,Q�1RYHPEHU������� WKH�2IILFH� LVVXHG�7KH�&RPPRQZHDOWK¶V�&HUWLILFDWLRQ
6\VWHP�� $� 6WDWXV� 5HSRUW�� D� UHSRUW� WKDW� HYDOXDWHG� FKDQJHV� WR� WKH
FRQWUDFWRU� FHUWLILFDWLRQ� V\VWHP� LPSOHPHQWHG� VLQFH� WKH� SXEOLFDWLRQ� RI� WKH
2IILFH¶V� $XJXVW� ����� UHSRUW� RQ� WKH� FRQWUDFWRU� FHUWLILFDWLRQ� V\VWHP�
4XDOLI\LQJ� &RQWUDFWRUV� IRU� 3XEOLF� %XLOGLQJ� 3URMHFWV�� � $� &DVH� 6WXG\� DQG
6\VWHP� 5HYLHZ�� � 7KH� 'LYLVLRQ� RI� &DSLWDO� $VVHW� 0DQDJHPHQW� �'&$0�
DGPLQLVWHUV�WKH�FRQWUDFWRU�FHUWLILFDWLRQ�V\VWHP��ZKLFK�LV�LQWHQGHG�WR�TXDOLI\
FRQWUDFWRUV� IRU� SXEOLF� EXLOGLQJ� SURMHFWV� DQG� WR� VFUHHQ� RXW� XQTXDOLILHG
FRQWUDFWRUV�

7KH� 1RYHPEHU� ����� 6WDWXV� 5HSRUW� IRXQG� WKDW� '&$0� KDG� UHFHQWO\
VWUHQJWKHQHG� VDIHJXDUGV� LQ� VRPH� DUHDV� RI� WKH� FRQWUDFWRU� FHUWLILFDWLRQ
V\VWHP�� �+RZHYHU�� WKH� UHSRUW�DOVR� IRXQG� WKDW�'&$0¶V� ILQDQFLDO�HOLJLELOLW\
VWDQGDUGV�FRQWLQXHG�WR�EH�LQDGHTXDWH�WR�SURWHFW�0DVVDFKXVHWWV�DZDUGLQJ
DXWKRULWLHV�IURP�FRQWUDFWRUV�WKDW�DUH�ILQDQFLDOO\�XQVWDEOH��XQGHUFDSLWDOL]HG�
RU�RYHUH[WHQGHG���0RUHRYHU��VLJQLILFDQW�SURJUHVV�KDG�QRW�EHHQ�PDGH�VLQFH
�����LQ�UHGXFLQJ�'&$0¶V�FRQWUDFWRU�FHUWLILFDWLRQ�EDFNORJ���0RUH�EURDGO\�
'&$0�FRQWLQXHG�WR�ODFN�VXIILFLHQW�UHVRXUFHV�WR�HQVXUH�WKDW�WKH�FRQWUDFWRU
FHUWLILFDWLRQ�V\VWHP�VHUYHG�LWV�LQWHQGHG�SXUSRVH�

´&RQWUDFWRUV� WKDW� DUH� ILQDQFLDOO\� XQVWDEOH�� XQGHUFDSLWDOL]HG�� RU� RYHUH[WHQGHG
SRVH�VXEVWDQWLDO� ULVNV� WR�0DVVDFKXVHWWV� DZDUGLQJ�DXWKRULWLHV� LQ� WKH� IRUP�RI
SURMHFW�GHOD\V��FRUUHFWLYH�FRQVWUXFWLRQ�ZRUN��DQG�OHJDO�IHHV�µ

±�,*�UHSRUW��1RYHPEHU�����

7KH�VSHFLILF�UHSRUW�ILQGLQJV�ZHUH�DV�IROORZV�

�� 5HFHQW� SURFHGXUDO� LPSURYHPHQWV� LQ� WKH� FRQWUDFWRU� FHUWLILFDWLRQ
V\VWHP� KDYH� VWUHQJWKHQHG� VDIHJXDUGV� DJDLQVW� XQTXDOLILHG
FRQWUDFWRUV�

�� 7KH� FRQWUDFWRU� FHUWLILFDWLRQ� V\VWHP� FRQWLQXHV� WR� ODFN� VWULQJHQW
VWDQGDUGV� IRU� HYDOXDWLQJ� DSSOLFDQWV¶� ILQDQFLDO� FRQGLWLRQ� DQG
FDSDFLW\�WR�XQGHUWDNH�SXEOLF�ZRUN�

�� 7KH� &RPPRQZHDOWK¶V� LQYHVWPHQW� RI� UHVRXUFHV� KDV� EHHQ
LQDGHTXDWH�WR�HQVXUH�DQ�HIIHFWLYH�FRQWUDFWRU�FHUWLILFDWLRQ�V\VWHP�
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´&RPSHWLWLRQ� DPRQJ� TXDOLILHG� FRQWUDFWRUV� LV� WKH� NH\� WR� EHVW� YDOXH
FRQVWUXFWLRQ�� � 7R� GDWH�� WKH� $GPLQLVWUDWLRQ� KDV� QRW� GHYRWHG� WKH� QHFHVVDU\
UHVRXUFHV�WR�LQVWLWXWH�PHDQLQJIXO�UHIRUP�RI�WKH�FRQWUDFWRU�FHUWLILFDWLRQ�V\VWHP�
������6XFK�DQ�LQYHVWPHQW�LV�ORQJ�RYHUGXH�µ

±�,*�UHSRUW��1RYHPEHU�����

7KH� UHSRUW� RIIHUHG� WKH� IROORZLQJ� UHFRPPHQGDWLRQV� IRU� V\VWHPLF
LPSURYHPHQWV�WR�WKH�FRQWUDFWRU�FHUWLILFDWLRQ�V\VWHP�

�� '&$0� VKRXOG� GHYHORS� FOHDU�� UHOLDEOH� VWDQGDUGV� IRU� DVVHVVLQJ� HDFK
FRQWUDFWRU¶V�ILQDQFLDO�FDSDELOLW\�

�� '&$0� VKRXOG� GHYHORS� PRUH� UHVWULFWLYH� PHWKRGV� IRU� FDOFXODWLQJ
FRQWUDFWRU�FHUWLILFDWLRQ�OLPLWV�

�� '&$0� VKRXOG� UHYLVH� WKH� FRQWUDFWRU� HYDOXDWLRQ� IRUP� WR� VROLFLW
LQIRUPDWLRQ�RQ�FRQWUDFWRU� IDLOXUH� WR�SD\�VXEFRQWUDFWRUV�DQG�WR� LGHQWLI\
ELDVHG�UHIHUHQFHV�

�� '&$0�VKRXOG�UHYLVH� WKH�ZULWWHQ�FRQWUDFWRU�FHUWLILFDWLRQ�SURFHGXUHV�WR
LQFOXGH� VSHFLILF� SURWRFROV� JRYHUQLQJ� DOO� VLJQLILFDQW� GHFLVLRQV� DIIHFWLQJ
WKH�HYDOXDWLRQ�SURFHVV�

�� 7KH� $GPLQLVWUDWLRQ� VKRXOG� LQYHVW� VXIILFLHQW� UHVRXUFHV� WR� HQVXUH� DQ
HIIHFWLYH�FRQWUDFWRU�FHUWLILFDWLRQ�V\VWHP�

,Q�DQ�2FWREHU������UHVSRQVH�WR�D�GUDIW�YHUVLRQ�RI�WKH�UHSRUW�� WKH�'&$0
&RPPLVVLRQHU�DFNQRZOHGJHG� WKH� LPSRUWDQFH�RI� UHIRUPLQJ� WKH�FRQWUDFWRU
FHUWLILFDWLRQ� V\VWHP� DQG� LQGLFDWHG� WKDW� '&$0� ZDV� WDNLQJ� VWHSV� WR
LPSOHPHQW�LPSURYHPHQWV�UHFRPPHQGHG�E\�WKH�2IILFH�

6$%,6�,QWHUQDWLRQDO�&KDUWHU�6FKRRO�5HYLHZ

,Q�1RYHPEHU�������WKH�2IILFH�LVVXHG�D�UHSRUW�HQWLWOHG�6$%,6�,QWHUQDWLRQDO
&KDUWHU�6FKRRO���0DQDJHPHQW�,VVXHV�DQG�5HFRPPHQGDWLRQV���7KH�UHSRUW
VXPPDUL]HG� WKH� ILQGLQJV�VWHPPLQJ� IURP� WKH�2IILFH¶V�\HDU�ORQJ�UHYLHZ�RI
FHUWDLQ� DVSHFWV� RI� WKH� 6$%,6� ,QWHUQDWLRQDO� &KDUWHU� 6FKRRO¶V� EXVLQHVV
RSHUDWLRQV� SUHYLRXVO\� LGHQWLILHG� E\� WKH� 2IILFH� DV� VRXUFHV� RI� ULVN�� � 7KH
2IILFH¶V�SUHYLRXV�UHSRUW�HQWLWOHG�$�0DQDJHPHQW�5HYLHZ�RI�&RPPRQZHDOWK
&KDUWHU�6FKRROV��LVVXHG�LQ�1RYHPEHU�������KDG�LGHQWLILHG�ZHDNQHVVHV�LQ
WKH�6FKRRO¶V�FRQWUDFWLQJ�SUDFWLFHV��SURFXUHPHQW�SURFHGXUHV��DQG�ILQDQFLDO
PDQDJHPHQW�� � 7KH� 2IILFH¶V� ����� UHYLHZ� GLVFORVHG� GHILFLHQFLHV� LQ� WKH
%RDUG¶V� JRYHUQDQFH� RI� WKH� 6FKRRO� DQG� RYHUVLJKW� RI� LWV� FRQWUDFW� ZLWK� LWV
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SULYDWH� PDQDJHPHQW� FRQWUDFWRU�� WKH� 0LQQHVRWD�EDVHG� ILUP� RI� 6$%,6
(GXFDWLRQDO�6\VWHPV��,QF���6$%,6�,QF���

7KH�2IILFH¶V�UHSRUW�IRXQG�WKDW�WKH�%RDUG�RI�7UXVWHHV�GLG�QRW�HPSOR\�VRXQG
EXVLQHVV� DQG� FRQWUDFW� RYHUVLJKW� SUDFWLFHV� LQ� DGPLQLVWHULQJ� WKH� 6FKRRO¶V
ILQDQFLDO�UHODWLRQVKLS�ZLWK�6$%,6�,QF��GXULQJ�WKH�ILUVW� ILYH�\HDUV�RI�6FKRRO
RSHUDWLRQV���6SHFLILFDOO\�

�� $OWKRXJK�6$%,6� ,QF��FKDUJHG� WKH�6FKRRO�PRUH� WKDQ���������� LQ
PDQDJHPHQW� IHHV� EHWZHHQ� ����� DQG� ������ WKH� 6FKRRO� SDLG� WKH
VDODULHV� RI� WKH� RQ�VLWH� VWDII� ZKR� DGPLQLVWHUHG� WKH� 6FKRRO¶V
EXVLQHVV�RSHUDWLRQV�RQ�D�GDLO\�EDVLV�GXULQJ�WKLV�SHULRG�

�� 7KH� %RDUG� RI� 7UXVWHHV� DXWKRUL]HG� PRUH� WKDQ� ��������� LQ
UHLPEXUVHPHQWV�WR�6$%,6�,QF��IRU�³FRUSRUDWH�VXSSRUW´�H[SHQVHV
WKDW�ZHUH�QHLWKHU�VSHFLILHG�LQ�WKH������FRQWUDFW�QRU�VXEVWDQWLDWHG
ZLWK�LQYRLFHV�

�� 7KH� %RDUG� RI� 7UXVWHHV� LQDSSURSULDWHO\� FHGHG� UHVSRQVLELOLW\� WR
6$%,6� ,QF�� IRU� VHOHFWLQJ� DQG� HQJDJLQJ� WKH� VHUYLFHV� RI� WKH
6FKRRO¶V�LQGHSHQGHQW�DXGLWRU�

´(QWHULQJ� LQWR� D� VXEVWDQWLDO� VHUYLFH� FRQWUDFW� ZLWKRXW� LQVWLWXWLQJ� DSSURSULDWH
FRQWUDFW�PRQLWRULQJ�DQG�HQIRUFHPHQW�PHFKDQLVPV�LV�DQ�LQYLWDWLRQ�WR�ZDVWH�DV
ZHOO�DV�IUDXG�DQG�DEXVH�µ

±�,*�UHSRUW��1RYHPEHU�����

,Q� 0DUFK� ������ WKH� %RDUG� RI� 7UXVWHHV� VLJQHG� D� QHZ� FRQWUDFW�� ZKLFK
FRQWDLQHG�DQ�HIIHFWLYH�GDWH�RI�-XO\����������ZLWK�D�QHZ�FRUSRUDWLRQ�FUHDWHG
E\� 6$%,6� ,QF��� ³6SULQJILHOG� (GXFDWLRQ� 0DQDJHPHQW� //&�� $� 'HODZDUH
/LPLWHG�/LDELOLW\�&RUSRUDWLRQ��KHUHLQDIWHU��³6$%,6��,QF�´�´���8QGHU�0�*�/��F�
���� ����M������ FKDUWHU� VFKRRO� FRQWUDFWV� IRU� VXEVWDQWLDOO\� DOO� HGXFDWLRQDO
VHUYLFHV� UHTXLUH� WKH� DSSURYDO� RI� WKH� %RDUG� RI� (GXFDWLRQ�� � 7KH� 2IILFH¶V
UHSRUW�IRXQG�WKDW�WKH�QHZ�FRQWUDFW�ZLWK�6$%,6�,QF��H[HFXWHG�E\�WKH�%RDUG
LQ�0DUFK������ZRXOG�VLJQLILFDQWO\�LQFUHDVH�WKH�6FKRRO¶V�H[SRVXUH�WR�IUDXG�
ZDVWH��DQG�DEXVH���6SHFLILFDOO\�

�� 7KH� QHZ� FRQWUDFW� ZRXOG� VLJQLILFDQWO\� LQFUHDVH� 6$%,6� ,QF�¶V
ILQDQFLDO�FRQWURO�RYHU�WKH�6FKRRO�ZKLOH�UHGXFLQJ�%RDUG�RYHUVLJKW�

�� 7KH� QHZ� FRQWUDFW� ZRXOG� VLJQLILFDQWO\� LQFUHDVH� 6$%,6� ,QF�¶V
SRWHQWLDO� FRPSHQVDWLRQ�ZKLOH� HOLPLQDWLQJ� WKH�6FKRRO¶V� DELOLW\� WR
LQYHVW�LQ�6FKRRO�SURJUDPV�DQG�RSHUDWLRQV�
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�� 7KH�LQGHILQLWH�WHUP�RI�WKH�QHZ�FRQWUDFW�ZRXOG�LQVXODWH�6$%,6�,QF�
IURP�FRPSHWLWLRQ�LQ�WKH�IXWXUH��WKHUHE\�UHGXFLQJ�LWV�LQFHQWLYHV�WR
SURYLGH�HIILFLHQW��KLJK�TXDOLW\�VHUYLFHV�WR�WKH�6FKRRO�

�� 7KH�QHZ�FRQWUDFW�ZRXOG�DOORZ�6$%,6�,QF���EXW�QRW�WKH�6FKRRO��WR
WHUPLQDWH�WKH�FRQWUDFW�DIWHU�ILYH�\HDUV�

�� 7KH� GLVSXWH� UHVROXWLRQ� DQG� WHUPLQDWLRQ� SURYLVLRQV� RI� WKH� QHZ
FRQWUDFW� ZRXOG� XQGHUPLQH� WKH� %RDUG¶V� DELOLW\� WR� WHUPLQDWH� WKH
FRQWUDFW�LI�6$%,6�,QF��IDLOHG�WR�SHUIRUP�

´,W�LV�HVVHQWLDO�WKDW�WKH�%RDUG�EH�ZLOOLQJ�DQG�DEOH�WR�GHYRWH�WKH�FDUH��WLPH��DQG
H[SHUWLVH� QHFHVVDU\� WR� IXOILOO� LWV� VWDWXWRU\� DQG� ILGXFLDU\� UHVSRQVLELOLW\� WR
VXSHUYLVH�DQG�FRQWURO�WKH�6FKRRO�µ

±�,*�UHSRUW��1RYHPEHU�����

)LQDOO\�� WKH� 2IILFH¶V� UHSRUW� IRXQG� WKDW� WKH� %RDUG� RI� 7UXVWHHV� GLG� QRW
DFFXUDWHO\�GRFXPHQW�LWV�RIILFLDO�DFWLRQV�DQG�SROLFLHV��6SHFLILFDOO\�

�� 7KH�%RDUG¶V�PHHWLQJ�PLQXWHV�FRQWDLQHG�QR�GRFXPHQWDWLRQ�RI�DQ\
GLVFXVVLRQ�RU� UHFRUGHG�YRWHV�RQ� WKH�DQQXDO�6FKRRO�EXGJHW�� WKH
6FKRRO¶V� SD\PHQWV� WR� 6$%,6� ,QF��� RU� WKH� 6FKRRO¶V� ORDQV� IURP
6$%,6�,QF��

�� 7KH� %RDUG¶V� ORQJVWDQGLQJ�� XQZULWWHQ� SROLF\� RI� HQUROOLQJ� WKH
FKLOGUHQ� RI� %RDUG� PHPEHUV� EHIRUH� RWKHU� DSSOLFDQWV� RQ� WKH
ZDLWLQJ� OLVW�FRQIOLFWHG�ZLWK� WKH�HQUROOPHQW�SURFHGXUHV�PDQGDWHG
E\�WKH�FKDUWHU�VFKRRO�ODZ�

7KH� UHSRUW� RIIHUHG�D�VHULHV�RI� UHFRPPHQGDWLRQV�GHVLJQHG� WR�VWUHQJWKHQ
WKH� %RDUG¶V� FDSDFLW\� WR� RYHUVHH� DQG� FRQWURO� WKH� 6FKRRO¶V� EXVLQHVV
RSHUDWLRQV�� LQFOXGLQJ� LWV� FRQWUDFW� ZLWK� 6$%,6� ,QF�� � 7KH� %RDUG� DOVR
UHFRPPHQGHG� WKDW� WKH� %RDUG� RI� (GXFDWLRQ� GLVDSSURYH� DQ\� FRQWUDFW
EHWZHHQ�WKH�6FKRRO�DQG�6$%,6�,QF��FRQWDLQLQJ�WKH�ULVN\�DQG�XQIDYRUDEOH
SURYLVLRQV�GLVFXVVHG�LQ�WKH�UHSRUW�

,Q�UHVSRQVH�WR�D�GUDIW�RI�WKH�UHSRUW��WKH�%RDUG�RI�7UXVWHHV�DFNQRZOHGJHG
WKDW� WKH� UHSRUW�PDGH� D� QXPEHU� RI� SRLQWV� ZKLFK�ZLOO� DVVLVW� WKH� %RDUG� LQ
PDNLQJ� IXUWKHU� LPSURYHPHQWV� WR� WKH� EXVLQHVV� DGPLQLVWUDWLRQ� VLGH� RI� WKH
6FKRRO�� � +RZHYHU�� WKH� %RDUG¶V� UHVSRQVH� GLVSXWHG� WKH� UHSRUW¶V� RYHUDOO
FRQFOXVLRQ�RI�GHILFLHQW�%RDUG�RYHUVLJKW�DQG�JRYHUQDQFH�

��������������������������������������������
�� 7KH� VWDWH¶V� RSHQ� PHHWLQJ� ODZ�� 0�*�/�� F�� ��$�� ���Dò�� UHTXLUHV
JRYHUQPHQWDO�ERGLHV�WR�PDLQWDLQ�DFFXUDWH��GHWDLOHG�GRFXPHQWDWLRQ�RI�WKHLU
RIILFLDO�DFWLRQV�



��

´6RXQG�EXVLQHVV�V\VWHPV�DQG�FRQWUDFWLQJ�SUDFWLFHV�DUH� IXQGDPHQWDO� WR� WKH
FDSDFLW\�RI�DQ\�RUJDQL]DWLRQ��ZKHWKHU�SXEOLF�RU�SULYDWH��WR�VXVWDLQ�JURZWK�DQG
DFKLHYH�LWV�ORQJ�WHUP�REMHFWLYHV�µ

±�,*�UHSRUW��1RYHPEHU�����

6$%,6�,QWHUQDWLRQDO�&KDUWHU�6FKRRO�0DQDJHPHQW�&RQWUDFW

7KH�2IILFH¶V�1RYHPEHU� ����� UHSRUW� RQ� WKH� 6$%,6� ,QWHUQDWLRQDO� &KDUWHU
6FKRRO� �GLVFXVVHG� DERYH�� IRXQG� WKDW� WKH� 6FKRRO¶V� QHZ� FRQWUDFW� ZLWK
6SULQJILHOG� (GXFDWLRQ� 0DQDJHPHQW�� //&�� D� OLPLWHG� OLDELOLW\� FRUSRUDWLRQ
FUHDWHG� E\� 6$%,6� (GXFDWLRQDO� 6\VWHPV�� ,QF�� �6$%,6� ,QF���� FRQWDLQHG
SURYLVLRQV�WKDW�ZRXOG�SRVH�VLJQLILFDQW�DQG�XQZDUUDQWHG�ULVNV�WR�WKH�6FKRRO�
ZKLOH�VXEVWDQWLDOO\�LQFUHDVLQJ�6$%,6�,QF�¶V�FRPSHQVDWLRQ����2Q�'HFHPEHU
���������WKH�'2(�IRUZDUGHG�D�UHYLVHG�FRS\�RI�WKH�6FKRRO¶V�FRQWUDFW�WR�WKH
2IILFH��DFFRPSDQLHG�E\�D�OHWWHU�IURP�WKH�'2(�&RPPLVVLRQHU�WKDQNLQJ�WKH
2IILFH�IRU� LWV�DVVLVWDQFH�DQG�DGYLVLQJ�WKH�2IILFH� WKDW� WKH�UHYLVHG�FRQWUDFW
DGGUHVVHG�WKH�FRQFHUQV�UDLVHG�LQ�WKH�2IILFH¶V�1RYHPEHU������UHSRUW���7KH
'2(� &RPPLVVLRQHU¶V� OHWWHU� LQGLFDWHG� WKDW� WKH� '2(� LQWHQGHG� WR
UHFRPPHQG�WKDW�WKH�%RDUG�RI�(GXFDWLRQ�DSSURYH�WKH�UHYLVHG�FRQWUDFW�

+RZHYHU�� WKH�2IILFH¶V� UHYLHZ�RI� WKH� UHYLVHG�FRQWUDFW�GLVFORVHG� WKDW� LW�GLG
QRW�DGGUHVV�WKH�PDMRU�FRQFHUQV�RI� WKH�2IILFH�DQG�WKDW�� LQ�VRPH�DUHDV�� LW
LQFUHDVHG� WKH�ULVNV� WR� WKH�6FKRRO�� � ,Q�D� OHWWHU� WR� WKH�'2(�&RPPLVVLRQHU
GDWHG�'HFHPEHU�����������WKH�2IILFH�LGHQWLILHG�WKH�IROORZLQJ�PDMRU�IODZV�RI
WKH�UHYLVHG�FRQWUDFW�

�� 7KH�UHYLVHG�FRQWUDFW�IDLOHG�WR�VSHFLI\�WKH�VHUYLFHV�WR�EH�GHOLYHUHG�RU�WKH
PDQDJHPHQW� VWDII� WR� EH� SDLG� E\� WKH� FRQWUDFWRU� LQ� H[FKDQJH� IRU� WKH
PDQDJHPHQW�IHH�

�� 7KH� UHYLVHG� FRQWUDFW� DXWKRUL]HG� WKH� FRQWUDFWRU� WR� EH� UHLPEXUVHG� IRU
H[SHQVHV�ZLWKRXW�VSHFLI\LQJ�WKH�DOORZDEOH�UHLPEXUVHPHQWV�RU�UHTXLULQJ
WKH� FRQWUDFWRU� WR� VXEPLW� LQYRLFHV� VXEVWDQWLDWLQJ� WKH� UHLPEXUVHPHQW
UHTXHVWV�

�� 7KH� EXGJHW� DSSURYDO� SURYLVLRQV� RI� WKH� UHYLVHG� FRQWUDFW� DSSHDUHG� WR
YLRODWH�WKH�FKDUWHU�VFKRRO�ODZ�DQG�ZRXOG�XQGHUPLQH�WKH�FDSDFLW\�RI�WKH
%RDUG�RI�7UXVWHHV�WR�VXSHUYLVH�DQG�FRQWURO�WKH�6FKRRO¶V�ILQDQFHV�

�� 7KH� UHYLVHG� FRQWUDFW� JDYH� WKH� FRQWUDFWRU� H[FHVVLYH� FRQWURO� RYHU� WKH
6FKRRO¶V�RSHUDWLQJ�DFFRXQW�

�� 7KH� UHYLVHG� FRQWUDFW� FRQWDLQHG� XQIDYRUDEOH� SURYLVLRQV� UHJDUGLQJ� WKH
VXUSOXV�6FKRRO�UHYHQXHV�WR�EH�SDLG�WR�WKH�FRQWUDFWRU�



��

�� 7KH� UHYLVHG� FRQWUDFW� DOORZHG� WKH� 6FKRRO� DQG� WKH� FRQWUDFWRU� WR
UHQHJRWLDWH�WKH�FRQWUDFW�ZLWKRXW�FRPSHWLWLRQ�DQG�FRXOG�KDYH�DOORZHG�D
WKLUG�SDUW\�WR�GHFLGH�WKH�WHUPV�DQG�FRQGLWLRQV�RI�IXWXUH�FRQWUDFWV�

7KH�2IILFH¶V�OHWWHU�QRWHG�WKH�DEVHQFH�RI�SURYLVLRQV�LQ�WKH�UHYLVHG�FRQWUDFW
UHODWLQJ� WR� LQWHUQDO� FRQWUROV�� ZULWWHQ� DFFRXQWLQJ� SURFHGXUHV�� FRPSHWLWLYH
SURFXUHPHQW�SURFHGXUHV��RU�UHFRUG�NHHSLQJ���7KH�2IILFH¶V�OHWWHU�DOVR�QRWHG
WKDW� WKH� SURYLVLRQ� RI� WKH� UHYLVHG� FRQWUDFW� UHTXLULQJ� WKH� 6FKRRO� WR� XVH� D
WUDGHPDUN�V\PERO� LQ� LWV�QDPH�±� L�H��� ³7KH�6$%,6�� ,QWHUQDWLRQDO�&KDUWHU
6FKRRO´� ±� ZDV� LQDSSURSULDWH� IRU� D� SXEOLF� VFKRRO� JRYHUQHG� E\� D� SXEOLF
JRYHUQLQJ� ERDUG� DQG� VHUYLQJ� SXEOLF� VFKRRO� VWXGHQWV�� � ,Q� D� OHWWHU� GDWHG
'HFHPEHU����������� WKH�'2(�&RPPLVVLRQHU�H[SUHVVHG�DSSUHFLDWLRQ� IRU
WKH�2IILFH¶V� FRPPHQWV� DQG� VWDWHG� WKDW� WKH� LVVXHV� UDLVHG� LQ� WKH�2IILFH¶V
OHWWHU�ZRXOG�EH�FDUHIXOO\�UHYLHZHG�

,Q�0DUFK�������WKH�%RDUG�RI�(GXFDWLRQ�DSSURYHG�WKH�FRQWUDFW�EHWZHHQ�WKH
6FKRRO�DQG�6SULQJILHOG�(GXFDWLRQ�0DQDJHPHQW��//&�� �7KH� ILQDO�FRQWUDFW
KDG�EHHQ�DPHQGHG� LQ� VHYHUDO� UHVSHFWV�� � IRU� H[DPSOH�� WKH� ILQDO� FRQWUDFW
H[SOLFLWO\� VWDWHG� WKDW� WKH� PDQDJHPHQW� IHH� FRYHUHG� WKH� FRVW� RI� WKH
FRQWUDFWRU¶V� RII�VLWH� HPSOR\HHV�DQG� UHTXLUHG� WKH� FRQWUDFWRU� WR� GRFXPHQW
UHLPEXUVHG�H[SHQVHV���+RZHYHU��WKH�ILQDO�FRQWUDFW�±�OLNH�WKH�HDUOLHU�YHUVLRQ
FULWLFL]HG�E\�WKH�2IILFH�±�UHTXLUHG�WKH�%RDUG�RI�7UXVWHHV�WR�QHJRWLDWH� WKH
6FKRRO¶V�EXGJHW�ZLWK�WKH�FRQWUDFWRU��JDYH�WKH�FRQWUDFWRU�H[FHVVLYH�FRQWURO
RYHU� WKH�6FKRRO¶V� RSHUDWLQJ�DFFRXQW�� SURYLGHG� WKDW� WKH� FRQWUDFWRU�ZRXOG
UHWDLQ�DOO�VXUSOXV�6FKRRO� IXQGV��DOORZHG�WKH�6FKRRO�DQG�WKH�FRQWUDFWRU� WR
UHQHJRWLDWH� WKH� FRQWUDFW� ZLWKRXW� FRPSHWLWLRQ�� FRQWDLQHG� QR� SURYLVLRQV
JRYHUQLQJ� LQWHUQDO� FRQWUROV�� DQG� SURYLGHG� WKDW� WKH� QDPH� RI� WKH� 6FKRRO
ZRXOG�EH�7KH�6$%,6��,QWHUQDWLRQDO�&KDUWHU�6FKRRO�

´7KH�LQWHUHVWV�RI�D�SXEOLF�VFKRRO�PD\�GLIIHU�IURP�WKRVH�RI�D�SULYDWH��IRU�SURILW
FRPSDQ\�SURYLGLQJ�VHUYLFHV�XQGHU�FRQWUDFW�WR�WKH�6FKRRO�� �7KH�%RDUG�²�DQG
RQO\� WKH� %RDUG� ²� VKRXOG� KDYH� WKH� ILQDO� DXWKRULW\� WR� GHWHUPLQH� WKH� 6FKRRO·V
EXGJHW�� � 1R� RWKHU� SDUW\� VKRXOG� EH� SHUPLWWHG� WR� RYHUUXOH� WKH� GHHSO\� KHOG
FRQYLFWLRQV�RI�WKH�SXEOLF�ERG\�FKDUJHG�E\�ODZ�ZLWK�WKH�UHVSRQVLELOLW\�WR�JRYHUQ
WKH�6FKRRO�µ

±�,*�OHWWHU�WR�'2(�&RPPLVVLRQHU��'HFHPEHU�����



��

6RPHUYLOOH�&KDUWHU�6FKRRO�5HYLHZ

,Q� -DQXDU\� ������ WKH� 2IILFH� LVVXHG� D� UHSRUW� HQWLWOHG�6RPHUYLOOH� &KDUWHU
6FKRRO�� 0DQDJHPHQW� ,VVXHV� DQG� 5HFRPPHQGDWLRQV�� � 7KH� UHSRUW
VXPPDUL]HG� WKH� ILQGLQJV� VWHPPLQJ� IURP� WKH� 2IILFH¶V� UHYLHZ� RI� FHUWDLQ
DVSHFWV�RI�WKH�6RPHUYLOOH�&KDUWHU�6FKRRO¶V�EXVLQHVV�RSHUDWLRQV�SUHYLRXVO\
LGHQWLILHG�E\� WKH�2IILFH� DV� VRXUFHV�RI� ULVN�� � 7KH�2IILFH¶V� SUHYLRXV� UHSRUW
HQWLWOHG� $� 0DQDJHPHQW� 5HYLHZ� RI� &RPPRQZHDOWK� &KDUWHU� 6FKRROV�
LVVXHG� LQ� 1RYHPEHU� ������ KDG� LGHQWLILHG� ZHDNQHVVHV� LQ� WKH� 6FKRRO¶V
FRQWUDFWLQJ� SUDFWLFHV�� SURFXUHPHQW� SURFHGXUHV�� DQG� ILQDQFLDO
PDQDJHPHQW�� � 7KH� 2IILFH¶V� ����� UHYLHZ� GLVFORVHG� WKDW� WKH� %RDUG� RI
7UXVWHHV¶� KDG� SURYLGHG� LQDGHTXDWH� JRYHUQDQFH� RI� WKH� 6FKRRO� DQG
RYHUVLJKW� RI� LWV� FRQWUDFW� ZLWK� LWV� SULYDWH� PDQDJHPHQW� FRQWUDFWRU�� WKH
0LQQHVRWD�EDVHG�ILUP�RI�6$%,6�(GXFDWLRQDO�6\VWHPV��,QF���6$%,6�,QF��

´>6@WURQJ�� HIIHFWLYH�%RDUG�JRYHUQDQFH� LV� HVVHQWLDO� WR� WKH�6FKRRO·V� ORQJ�WHUP
FDSDFLW\�WR�DFKLHYH�LWV�HGXFDWLRQDO�PLVVLRQ�DQG�WR�SURWHFW�WKH�LQWHUHVWV�RI�LWV
VWXGHQWV��WKHLU�SDUHQWV��DQG�WKH�WD[SD\HUV�ZKRVH�GROODUV�IXQG�WKH�6FKRRO�µ

±�,*�UHSRUW��-DQXDU\�����

7KH�2IILFH¶V� UHSRUW� IRXQG� WKDW� WKH�%RDUG¶V� FRQWUDFWXDO� DUUDQJHPHQW�ZLWK
6$%,6�,QF��KDG�QRW�HQDEOHG�WKH�%RDUG�WR�FRQWURO��VDIHJXDUG��RU�REWDLQ�IXOO
LQIRUPDWLRQ�UHJDUGLQJ�WKH�6FKRRO¶V�ILQDQFHV���6SHFLILFDOO\�

�� 7KH�%RDUG� RI� 7UXVWHHV� KDG� JLYHQ� 6$%,6� ,QF�� H[FHVVLYH� FRQWURO
RYHU�WKH�6FKRRO¶V�RSHUDWLQJ�IXQGV�

±�7KH�%RDUG�KDG�DOORZHG�6$%,6�,QF��WR�GHSRVLW�6FKRRO�IXQGV�LQ
DQ�RSHUDWLQJ�DFFRXQW�XQGHU�6$%,6�,QF�¶V�H[FOXVLYH
FRQWURO�

±�7KH�%RDUG�KDG�JLYHQ�6$%,6�,QF��H[FHVVLYH�FRQWURO�RYHU�WKH
6FKRRO�EXGJHW�

�� 7KH� 6FKRRO¶V� PDQDJHPHQW� RUJDQL]DWLRQ� KDG� LPSHGHG� %RDUG
RYHUVLJKW� RI� WKH� 6$%,6� ,QF�� FRQWUDFW� DQG� IXOO� %RDUG� DFFHVV� WR
HVVHQWLDO�6FKRRO�GRFXPHQWV�DQG�LQIRUPDWLRQ�

�� 7KH�%RDUG�RI�7UXVWHHV�KDG�LQDSSURSULDWHO\�FHGHG�UHVSRQVLELOLW\�WR
6$%,6� ,QF�� IRU� VHOHFWLQJ� DQG� HQJDJLQJ� WKH� VHUYLFHV� RI� WKH
6FKRRO¶V�DXGLWRU�

�� 7KH� VXUSOXV� SURYLVLRQ� FRQWDLQHG� LQ� WKH� 6FKRRO¶V� ����� FRQWUDFW
ZLWK�6$%,6�,QF��ZDV�GLVDGYDQWDJHRXV�WR�WKH�6FKRRO�



��

�� 7KH� %RDUG¶V� )LQDQFH� &RPPLWWHH� &KDLU� DQG� WKH� 'LUHFWRU� RI� WKH
6FKRRO�DSSHDU�WR�KDYH�KHOG�FRQIOLFWLQJ�YLHZV�RI�ORDQ�DJUHHPHQWV
EHWZHHQ�WKH�6FKRRO�DQG�6$%,6�,QF�

�� $OWKRXJK� WKH� %RDUG� PDLQWDLQHG� GHWDLOHG� PLQXWHV� RI� LWV� UHJXODU
PHHWLQJV��LW�GLG�QRW�PDLQWDLQ�UHFRUGV�RI�LWV�H[HFXWLYH�VHVVLRQV�

´7KH� %RDUG·V� GHOHJDWLRQ� RI� H[FHVVLYH� ILQDQFLDO� FRQWURO� WR� 6$%,6� ,QF�� KDV
SUHFOXGHG�PHDQLQJIXO� %RDUG� FRQWURO� DQG� RYHUVLJKW� RI� WKH� SXEOLF� IXQGV� WKDW
KDYH�EHHQ�DSSURSULDWHG�DQG�GHVLJQDWHG�IRU�6FKRRO�RSHUDWLRQV�µ

±�,*�UHSRUW��-DQXDU\�����

7KH� UHSRUW� RIIHUHG�D�VHULHV�RI� UHFRPPHQGDWLRQV�GHVLJQHG� WR�VWUHQJWKHQ
WKH� %RDUG¶V� FDSDFLW\� WR� RYHUVHH� DQG� FRQWURO� WKH� 6FKRRO¶V� EXVLQHVV
RSHUDWLRQV��LQFOXGLQJ�LWV�FRQWUDFW�ZLWK�6$%,6�,QF�

,Q�D�-DQXDU\������UHVSRQVH�WR�D�GUDIW�YHUVLRQ�RI�WKH�UHSRUW��WKH�%RDUG�RI
7UXVWHHV�QRWHG�WKDW�WKH�6WDWH�'HSDUWPHQW�RI�(GXFDWLRQ�KDG�HQGRUVHG�LWV
FKDUWHU� DQG� FRQWUDFW� ZLWK� 6$%,6� ,QF�� � 7KH� %RDUG� DOVR� H[SUHVVHG
DSSUHFLDWLRQ� IRU� WKH�2IILFH¶V� UHYLHZ�DQG� UHFRPPHQGDWLRQV�DQG� LQGLFDWHG
WKDW�LW�SODQQHG�WR�XVH�WKH�2IILFH¶V�UHSRUW�DV�D�UHVRXUFH�

´:H� SODQ� WR� FRQWLQXH� RXU� ZRUN� SURYLGLQJ� TXDOLW\� HGXFDWLRQDO� VHUYLFHV� WR
VWXGHQWV� DQG� EHOLHYH� WKDW� \RXU� UHSRUW� SURYLGHV� XV�ZLWK� LQIRUPDWLRQ� WKDW�ZLOO
DVVLVW�XV�LQ�RXU�HIIRUWV�µ

±�%RDUG�RI�7UXVWHH�UHVSRQVH�WR�GUDIW�,*�UHSRUW��-DQXDU\�����

/DZUHQFH�)DPLO\�'HYHORSPHQW�&KDUWHU�6FKRRO�5HYLHZ

'XULQJ� ������ WKH� 2IILFH� UHYLHZHG� VHYHUDO� ILQDQFLDO� DQG� DGPLQLVWUDWLYH
LVVXHV� SHUWDLQLQJ� WR� WKH� /DZUHQFH� )DPLO\�'HYHORSPHQW�&KDUWHU� 6FKRRO�
7KHVH�LVVXHV�KDG�EHHQ�LGHQWLILHG�E\�WKH�2IILFH�DV�SRWHQWLDO�VRXUFHV�RI�ULVN
LQ� LWV� ����� UHSRUW� HQWLWOHG� $� 0DQDJHPHQW� 5HYLHZ� RI� &RPPRQZHDOWK
&KDUWHU� 6FKRROV�� � ,Q� DQ� $XJXVW� ����� OHWWHU� WR� WKH� 6FKRRO¶V� %RDUG� RI
7UXVWHHV�� WKH� 2IILFH� FRPPHQGHG� WKH� 6FKRRO� IRU� WKH� KLJK� TXDOLW\� RI� LWV
ZULWWHQ� GRFXPHQWDWLRQ� UHIOHFWLQJ� WKH� EXVLQHVV� FRQGXFWHG� E\� WKH� %RDUG�
+RZHYHU��WKH�2IILFH�UDLVHG�WKH�IROORZLQJ�FRQFHUQV�

�� 5HQRYDWLRQV� WR� WKH� 6FKRRO¶V� IDFLOLWLHV�PD\� KDYH� EHHQ� XQGHUWDNHQ� LQ
YLRODWLRQ�RI�WKH�FRQVWUXFWLRQ�ELG�ODZV��0�*�/��F������DQG�0�*�/��F�����
���0��DQG�WKH�VWDWH¶V�GHVLJQHU�VHOHFWLRQ�ODZ��0�*�/��F���������$�2��
7KH�2IILFH� UHFRPPHQGHG� WKDW� WKH� 6FKRRO� VHHN� DQ� RSLQLRQ� IURP� WKH



��

$WWRUQH\� *HQHUDO� UHJDUGLQJ� WKH� DSSOLFDELOLW\� RI� ERWK� WKH� GHVLJQHU
VHOHFWLRQ� ODZ� DQG� WKH� FRQVWUXFWLRQ� ELG� ODZV� WR� FDSLWDO� LPSURYHPHQWV
ILQDQFHG� WKURXJK� WKH� 6FKRRO¶V� OHDVH� ZLWK� WKH� /DZUHQFH� )DPLO\
'HYHORSPHQW�DQG�(GXFDWLRQ�)XQG��,QF���)XQG��

�� 7KH�PHPEHUVKLSV�RI�VRPH�6FKRRO�%RDUG�PHPEHUV�ZKR�DOVR�VHUYH�RQ
WKH�)XQG�%RDUG�FUHDWHG�FRQIOLFWLQJ�ILGXFLDU\�REOLJDWLRQV�DQG�FRXOG�KDYH
YLRODWHG�0�*�/��F�����$��WKH�FRQIOLFW�RI� LQWHUHVW� ODZ�� �:KLOH� WKH�2IILFH
GLG�QRW�TXHVWLRQ�WKH�LQWHJULW\�DQG�FRPPLWPHQW�RI�%RDUG�PHPEHUV�ZLWK
GXDO�PHPEHUVKLSV��WKH�2IILFH�SRLQWHG�RXW�WKDW�WKH�RYHUODS�EHWZHHQ�WKH
WZR�RUJDQL]DWLRQV¶�ERDUGV�ZDV�SUREOHPDWLF�LQ�YLHZ�RI�WKH�IDFW�WKDW�WKH
6FKRRO�FRQWUDFWV�ZLWK�WKH�)XQG�IRU�PDQDJHPHQW�VHUYLFHV�DQG� OHDVHG
IDFLOLWLHV�� � 7KH�2IILFH� UHFRPPHQGHG� WKDW� WKH� 6FKRRO� %RDUG� FRQVLGHU
UHYLVLQJ� WKH� FXUUHQW� %RDUG� PHPEHUVKLS� FRPSRVLWLRQ� WR� UHGXFH� WKH
RYHUODS�EHWZHHQ�WKH�WZR�RUJDQL]DWLRQV�DQG�VHHN�ZULWWHQ�JXLGDQFH�IURP
WKH�6WDWH�(WKLFV�&RPPLVVLRQ�UHJDUGLQJ�WKH�DSSOLFDELOLW\�RI�WKH�FRQIOLFW
RI�LQWHUHVW�ODZ�WR�6FKRRO�%RDUG�PHPEHUV�ZKR�DOVR�VHUYH�RQ�WKH�)XQG
%RDUG�

´$OWKRXJK�WKH�6FKRRO�ZDV�FUHDWHG�E\�DQG�LV�PDQDJHG�E\�WKH�)XQG��WKH�6FKRRO
LV�D�SXEOLF�VFKRRO�XQGHU�WKH�FKDUWHU�VFKRRO�ODZ�DQG��WKXV��KDV�DQ�REOLJDWLRQ�WR
DGPLQLVWHU�LWV�FRQWUDFW�ZLWK�WKH�)XQG�LQ�DQ�DUP·V�OHQJWK�PDQQHU�WKDW�FRPSRUWV
ZLWK�VRXQG�EXVLQHVV�SUDFWLFHV�µ

±�,*�OHWWHU�WR�/DZUHQFH�)DPLO\�'HYHORSPHQW�&KDUWHU�6FKRRO�%RDUG�RI�7UXVWHHV

�� 7KH�6FKRRO� ODFNHG� DGHTXDWH� FRQWUROV� RYHU� LWV�PDQDJHPHQW� FRQWUDFW
ZLWK� WKH�)XQG�� �)RU�H[DPSOH�� WKH�FRQWUDFW�GLG�QRW� FRQWDLQ�D�GHWDLOHG
VFRSH�RI�VHUYLFHV��QRU�GLG�WKH�6FKRRO�UHFHLYH�PRQWKO\�LQYRLFHV�IURP�WKH
)XQG� RU� RWKHU� GRFXPHQWDWLRQ� RI� WKH� VHUYLFHV� SURYLGHG� E\� WKH� )XQG�
7KH� 2IILFH� UHFRPPHQGHG� WKDW� WKH� 6FKRRO� DPHQG� WKH� FRQWUDFW� WR
LQFRUSRUDWH�D�GHWDLOHG�VFRSH�RI�VHUYLFHV�DQG�HQVXUH�WKDW�WKH�FRQWUDFWHG
VHUYLFHV� ZHUH� DSSURSULDWHO\� DGPLQLVWHUHG�� PRQLWRUHG�� DQG
GRFXPHQWHG�

$WODQWLV�&KDUWHU�6FKRRO�5HYLHZ

'XULQJ� ������ WKH� 2IILFH� UHYLHZHG� VHYHUDO� ILQDQFLDO� DQG� DGPLQLVWUDWLYH
LVVXHV�SHUWDLQLQJ�WR�WKH�$WODQWLV�&KDUWHU�6FKRRO���7KHVH�LVVXHV�KDG�EHHQ
LGHQWLILHG� E\� WKH� 2IILFH� DV� SRWHQWLDO� VRXUFHV� RI� ULVN� LQ� LWV� ����� UHSRUW
HQWLWOHG�$�0DQDJHPHQW�5HYLHZ�RI�&RPPRQZHDOWK�&KDUWHU�6FKRROV���,Q�D
'HFHPEHU������OHWWHU�WR�WKH�6FKRRO¶V�%RDUG�RI�7UXVWHHV��WKH�2IILFH�UDLVHG
WKH�IROORZLQJ�FRQFHUQV�
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�� 7KH� 2IILFH¶V� UHYLHZ� RI� SD\PHQWV� E\� WKH� 6FKRRO� IRU� OHDVHKROG
LPSURYHPHQWV�EHWZHHQ�-DQXDU\������DQG�1RYHPEHU� ����� UHYHDOHG
WKDW�WKH�6FKRRO�PD\�KDYH�XQGHUWDNHQ�EXLOGLQJ�UHQRYDWLRQV�DQG�UHSDLUV
LQ� YLRODWLRQ� RI� WKH� VWDWH¶V� FRQVWUXFWLRQ� ELG� ODZV�� � 7KH� 2IILFH
UHFRPPHQGHG� WKDW� WKH� 6FKRRO� VHHN� OHJDO� JXLGDQFH� UHJDUGLQJ� WKH
UHTXLUHPHQWV�RI� WKH�FRQVWUXFWLRQ�ELG� ODZV�DQG�GHVLJQHU�VHOHFWLRQ� ODZ
EHIRUH�XQGHUWDNLQJ�DQ\�IXWXUH�FRQVWUXFWLRQ�UHODWHG�ZRUN�

�� 7KH� %RDUG� PLQXWHV� UHYLHZHG� E\� WKH� 2IILFH� FRQWDLQHG� UHIHUHQFHV� WR
QLQH� PHHWLQJV� IRU� ZKLFK� QR� PLQXWHV� ZHUH� SURYLGHG� WR� WKH� 2IILFH�
8QGHU� 0�*�/�� F�� ��$�� ���$ò�� WKH� RSHQ� PHHWLQJ� ODZ�� ERDUGV� RI
WUXVWHHV�DUH� UHTXLUHG� WR�PDLQWDLQ�PLQXWHV�RI�HDFK�PHHWLQJ�� LQFOXGLQJ
H[HFXWLYH�VHVVLRQV���6L[�RI�WKHVH�UHIHUHQFHV�VWDWHG�WKDW�WKH�%RDUG�KDG
DSSURYHG�PLQXWHV��WKHUHE\�LQGLFDWLQJ�WKDW�PLQXWHV�IRU�WKHVH�PHHWLQJV
ZHUH�UHFRUGHG���7KH�2IILFH�UHFRPPHQGHG�WKDW�WKH�%RDUG�HYDOXDWH�WKH
UHOLDELOLW\�RI� LWV� UHFRUG�NHHSLQJ�V\VWHP� WR�HQVXUH�FRPSOLDQFH�ZLWK� WKH
RSHQ�PHHWLQJ�ODZ�

�� 7KH�6FKRRO�OHDVHG�VSDFH�IURP�WKH�-RKQ�(��%R\G�&HQWHU��WKH�'LUHFWRU
RI�ZKLFK�DOVR�VHUYHG�DV�D�PHPEHU�RI�WKH�6FKRRO¶V�%RDUG�RI�7UXVWHHV�
8QGHU�0�*�/��F�����$��WKH�FRQIOLFW�RI�LQWHUHVW� ODZ��WKH�%RDUG�PHPEHU
ZDV� SURKLELWHG� IURP�SDUWLFLSDWLQJ� LQ� DQ\�PDWWHU� WKDW�ZRXOG� DIIHFW� WKH
ILQDQFLDO�LQWHUHVW�RI�WKH�-RKQ�(��%R\G�&HQWHU���7KH�2IILFH�ZDV�XQDEOH�WR
FRQGXFW� D� IXOO� UHYLHZ� RI� WKH� %RDUG¶V� GHFLVLRQV� DQG� YRWHV� RQ� LWV
WUDQVDFWLRQV�ZLWK�WKH�-RKQ�(��%R\G�&HQWHU�EHFDXVH�WKH�%RDUG�PHHWLQJ
PLQXWHV�SURYLGHG�WR�WKH�2IILFH�DSSHDUHG�WR�EH�LQFRPSOHWH���+RZHYHU�
WKH� UHFRUG� LQGLFDWHG� WKDW� WKH�'LUHFWRU� GLG� UHFXVH� KHUVHOI� IURP�D� YRWH
UHJDUGLQJ�WKH�OHDVH�RQ�RQH�RFFDVLRQ�

5HYLHZ�RI�'UDIW�)LVFDO�3ROLFLHV�DQG�3URFHGXUHV�*XLGH�IRU�&KDUWHU

6FKRROV

$W� WKH� UHTXHVW� RI� WKH� 'HSDUWPHQW� RI� (GXFDWLRQ� �'2(��� WKH� 2IILFH
FRQGXFWHG�D�EULHI�UHYLHZ�RI�D�GUDIW�RI�D�³5HFRPPHQGHG�)LVFDO�3ROLFLHV�DQG
3URFHGXUHV� *XLGH´� SUHSDUHG� WR� DVVLVW� FKDUWHU� VFKRROV� LQ� HVWDEOLVKLQJ
VRXQG�ILQDQFLDO�FRQWUROV�DQG�SURFHGXUHV�

,Q� D� 0DUFK� ����� OHWWHU� WR� WKH� '2(¶V� FKDUWHU� VFKRRO� RIILFH�� WKH� 2IILFH
SURYLGHG�FRPPHQWV�DQG�VXJJHVWLRQV�IRU�LPSURYHPHQW�RI�WKH�GUDIW�*XLGH�
LQFOXGLQJ� VHFWLRQV� UHODWLQJ� WR� LQWHUQDO� FRQWURO� SROLFLHV�� SROLFLHV� UHODWHG� WR
DVVHWV�� OLDELOLWLHV�� DQG� IXQG� HTXLW\�� SURFXUHPHQW� SROLFLHV�� FRQVXOWDQW� DQG
FRQWUDFWRU�VHUYLFHV��DQG�SURSHUW\�DQG�HTXLSPHQW�DFTXLVLWLRQV�
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7KLV�SDJH�LQWHQWLRQDOO\�OHIW�EODQN�
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(IIHFWLYH�DQG�(WKLFDO�&RQWUDFWLQJ

5HYLHZ� RI� 0HWURSROLWDQ� 'LVWULFW� &RPPLVVLRQ� 6ZLPPLQJ� 3RRO

0DLQWHQDQFH�DQG�5HSDLU�&RQWUDFWV

,Q�'HFHPEHU�������WKH�2IILFH�LVVXHG�D�UHSRUW�RQ�WKH�DGPLQLVWUDWLRQ�E\�WKH
0HWURSROLWDQ� 'LVWULFW� &RPPLVVLRQ� �0'&�� RI� WZR� VZLPPLQJ� SRRO
PDLQWHQDQFH� DQG� UHSDLU� FRQWUDFWV�� � $IWHU� DQ� LQWHUQDO� UHYLHZ� GLVFORVHG
SUREOHPV�ZLWK�WKH�SHUIRUPDQFH�DQG�RYHUVLJKW�RI�WKHVH�FRQWUDFWV��WKH�0'&
UHSRUWHG� WKH� UHVXOWV� RI� LWV� LQWHUQDO� UHYLHZ� WR� WKH� 2IILFH� IRU� IXUWKHU
LQYHVWLJDWLRQ�� �7KH�2IILFH¶V� UHSRUW�� HQWLWOHG�$�5HYLHZ�RI� WKH�0HWURSROLWDQ
'LVWULFW�&RPPLVVLRQ¶V�6ZLPPLQJ�3RRO�0DLQWHQDQFH�DQG�5HSDLU�&RQWUDFWV�
VXPPDUL]HG�WKH�ILQGLQJV�VWHPPLQJ�IURP�WKH�2IILFH¶V�LQYHVWLJDWLRQ�

7KH� 2IILFH¶V� UHYLHZ� GLVFORVHG� WKDW� WKH� 0'&¶V� SUDFWLFH� RI� VHHNLQJ� ELGV
GXULQJ� WKH� VSULQJ� PRQWKV� IRU� PDLQWHQDQFH� DQG� UHSDLU� ZRUN� UHTXLUHG� WR
RSHQ�WKH�VZLPPLQJ�SRROV�LQ�-XQH�PD\�KDYH�FRQWULEXWHG�WR�WKH�DEVHQFH�RI
FRPSHWLWLRQ�IRU�WKH�����������DQG�WKH�����������FRQWUDFWV�IRU�WKLV�ZRUN�
7KH�0'&¶V� SUHYLRXV� LQWHUQDO� UHSRUW� KDG� QRWHG� WKDW� QHDUO\� DOO� VZLPPLQJ
SRRO� PDLQWHQDQFH� DQG� UHSDLU� FRQWUDFWV� KDG� EHHQ� DZDUGHG� WR� D� VLQJOH
FRQWUDFWRU� ±�$OOLHG�:HDWKHUSURRILQJ�&RPSDQ\� ,QF�� �$OOLHG�� ±� RYHU� D� ���
\HDU�SHULRG�

7KH�2IILFH¶V�UHYLHZ�DOVR�IRXQG�WKDW�WKH�0'&�DVVLJQHG�D�VLQJOH�LQGLYLGXDO
WR� SHUIRUP� FRQVWUXFWLRQ� LQVSHFWLRQ� DQG� FRQWUDFW� SD\PHQW� DSSURYDO
IXQFWLRQV��LQ�YLRODWLRQ�RI�LWV�RZQ�RSHUDWLQJ�SURFHGXUHV�PDQXDO���7KH�0'&
UHTXLUHG�WKLV�VLQJOH�HPSOR\HH�WR�LQVSHFW�DQG�RYHUVHH�FRQVWUXFWLRQ�ZRUN�DW
��� GLIIHUHQW� VZLPPLQJ� SRRO� ORFDWLRQV� DV� ZHOO� DV� WR� SHUIRUP� RWKHU
VXSHUYLVRU\�GXWLHV�� �7KH�0'&¶V� IDLOXUH� WR�GHYRWH�DGHTXDWH� UHVRXUFHV� WR
HIIHFWLYHO\� RYHUVHH� WKHVH� FRQWUDFWV� LQFUHDVHG� WKH�0'&¶V� YXOQHUDELOLW\� WR
IUDXG��ZDVWH��DQG�DEXVH�

0RUHRYHU�� WKH� 2IILFH¶V� LQYHVWLJDWLRQ� GLVFORVHG� WKDW� WKH� 0'&� UHVLGHQW
HQJLQHHU�UHVSRQVLEOH�IRU�DGPLQLVWHULQJ�WKH�����������FRQWUDFW�DQG�WKH�ILUVW
WKUHH�PRQWKV�RI�WKH�����������FRQWUDFW�IDLOHG�WR�PDLQWDLQ�D�SURMHFW�GLDU\�
DV�UHTXLUHG�E\�WKH�0'&¶V�RSHUDWLQJ�SURFHGXUHV�PDQXDO���,Q�DGGLWLRQ��WKH
0'&�PDGH�SD\PHQWV�WR�$OOLHG�GHVSLWH�$OOLHG¶V�IDLOXUH�WR�VXEPLW�GDLO\�ZRUN
ORJV�RU�WLPHO\�FHUWLILHG�SD\UROOV�UHSRUWV��DV�UHTXLUHG�E\�WKH�FRQWUDFWV�� �%\
GLVUHJDUGLQJ�WKHVH�GRFXPHQWDWLRQ�UHTXLUHPHQWV��WKH�0'&�XQGHUPLQHG�LWV
DELOLW\�WR�YHULI\�WKH�YDOLGLW\�RI�$OOLHG¶V�FODLPV�IRU�SD\PHQW�

$�FRPSDULVRQ�RI�WKH�ODERU�KRXUV�UHSRUWHG�E\�WKH�0'&�UHVLGHQW�HQJLQHHU
ZLWK�WKH�FHUWLILHG�SD\UROO�UHSRUWV�ILOHG�E\�$OOLHG�PDQ\�PRQWKV�ODWHU�UHYHDOHG
XQH[SODLQHG�GLVFUHSDQFLHV�WKDW�UDLVHG�GRXEWV�DV�WR�WKH�DFWXDO�QXPEHU�RI
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ODERU�KRXUV�SHUIRUPHG���7KHVH�GLVFUHSDQFLHV��WRJHWKHU�ZLWK�$OOLHG¶V�IDLOXUH
WR� SURYLGH� SD\UROO� RU� VXEFRQWUDFWRU� SD\PHQW� UHFRUGV� WR� VXEVWDQWLDWH� WKH
SD\PHQWV�LW�UHFHLYHG�IRU�KRXUO\�ODERU��VXJJHVWHG�WKDW�WKH�0'&�PD\�KDYH
RYHUSDLG�$OOLHG�

&RPSRXQGLQJ�WKHVH�FRQWUDFW�RYHUVLJKW�SUREOHPV��WKH�0'&�DOVR�IDLOHG�WR
DGKHUH� WR� LWV� RSHUDWLQJ� SURFHGXUHV� PDQXDO� DQG� FRQWUDFW� UHTXLUHPHQWV
JRYHUQLQJ� DSSURYDO� IRU� RYHUWLPH�ZRUN�� � $�PDMRU� SRUWLRQ� RI� $OOLHG¶V�ZRUN
ZDV�SHUIRUPHG�RQ�DQ�RYHUWLPH�EDVLV��UHVXOWLQJ�LQ�VXEVWDQWLDOO\�KLJKHU�FRVWV
WR� WD[SD\HUV�� � )LQDOO\�� WKH�0'&¶V� DSSDUHQW� LQDELOLW\� WR� SURYLGH� FRPSOHWH
UHFRUGV� LQ� D� WLPHO\� IDVKLRQ� LQ� UHVSRQVH� WR� WKH� 2IILFH¶V� UHTXHVWV� ZDV
LQGLFDWLYH�RI�SRRU�UHFRUG�NHHSLQJ�SUDFWLFHV�

´+DG�WKH�0'&�IROORZHG�WKH�FRQWUDFW�SURYLVLRQV��H[HUFLVHG�UHDVRQDEOH�FRQWURO
RYHU�RYHUWLPH�ZRUN��DQG�UHTXLUHG�$OOLHG�WR�SURYLGH�DQ�DGHTXDWH�ZRUNIRUFH�WR
FRPSOHWH�URXWLQH�ZRUN�GXULQJ�UHJXODU�ZRUNLQJ�KRXUV��LWV�FRQWUDFWV�ZLWK�$OOLHG
ZRXOG�OLNHO\�KDYH�FDUULHG�D�VXEVWDQWLDOO\�ORZHU�FRVW�WR�WKH�VWDWH·V�WD[SD\HUV�µ

±�,*�UHSRUW��'HFHPEHU�����

7KH�2IILFH¶V� UHSRUW� RIIHUHG�D� VHULHV�RI� UHFRPPHQGDWLRQV� WR� WKH�0'&� WR
DGGUHVV�WKH�SUREOHPV�LGHQWLILHG�E\�WKH�2IILFH��LQFOXGLQJ�WKH�IROORZLQJ�

�� 7KH�0'&�VKRXOG�VROLFLW�ELGV�DQG�DZDUG�D�FRQWUDFW�IRU�VZLPPLQJ�SRRO
UHSDLU� DQG� PDLQWHQDQFH� ZRUN� LQ� WKH� IDOO� WR� DOORZ� PRUH� ZRUN� WR� EH
SHUIRUPHG�GXULQJ�WKH�IDOO�DQG�ZLQWHU�PRQWKV�

�� 7KH� 0'&� VKRXOG� DVVLJQ� DGHTXDWH� SHUVRQQHO� WR� HIIHFWLYHO\� RYHUVHH
DQG�PDQDJH�DOO�FRQWUDFWV�

�� 7KH� 0'&� VKRXOG� UHTXLUH� 0'&� SHUVRQQHO� WR� FRPSO\� ZLWK� WKH
UHTXLUHPHQWV� FRQWDLQHG� LQ� LWV� RZQ� RSHUDWLQJ� SURFHGXUHV� PDQXDO
UHJDUGLQJ�GRFXPHQWDWLRQ�RI�ZRUN�SHUIRUPHG�

�� 7KH�0'&�VKRXOG�HQIRUFH�FRQWUDFWXDO�DQG�VWDWH� ODZ� UHTXLUHPHQWV� IRU
ZHHNO\�VXEPLVVLRQ�RI�FHUWLILHG�SD\UROO�UHSRUWV�

�� 7KH� 0'&� VKRXOG� DGKHUH� WR� LWV� RSHUDWLQJ� SURFHGXUHV� PDQXDO� DQG
FRQWUDFW�WHUPV�UHTXLULQJ�SULRU�ZULWWHQ�DSSURYDO�IRU�RYHUWLPH�ZRUN�

�� 7KH�0'&�VKRXOG�H[DPLQH�LWV�UHFRUG�NHHSLQJ�SUDFWLFHV�WR�LGHQWLI\�DQG
UHPHG\�WKH�FDXVHV�RI�PLVVLQJ�RU�PLVSODFHG�UHFRUGV�

,Q� UHVSRQVH� WR� D� UHYLHZ� GUDIW� RI� WKH� UHSRUW�� WKH� 0'&� &RPPLVVLRQHU
UHSRUWHG� WKDW� WKH� 0'&� KDG� PRGLILHG� LWV� VZLPPLQJ� SRRO� FRQWUDFW
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PDQDJHPHQW� SUDFWLFHV� WR� LPSURYH� FRQWUDFWRU� DFFRXQWDELOLW\� DQG� UHGXFH
FRQWUDFW�FRVWV�

´,�FRPPHQG�WKH�0'&�IRU�LWV�SURDFWLYH�VWDQFH�LQ�XQGHUWDNLQJ�DQ�LQWHUQDO�UHYLHZ
DQG�LQ�UHSRUWLQJ�LVVXHV�ZDUUDQWLQJ�IXUWKHU�LQYHVWLJDWLRQ�E\�P\�2IILFH�µ

±�,*�UHSRUW��'HFHPEHU�����

3ULYDWL]DWLRQ� RI� 0XQLFLSDO� :DVWHZDWHU� )DFLOLWLHV� E\� WKH� /\QQ

:DWHU�DQG�6HZHU�&RPPLVVLRQ

6LQFH������� WKH�2IILFH� KDV� SURYLGHG�DGYLFH� DQG� WHFKQLFDO� DVVLVWDQFH� WR
0DVVDFKXVHWWV�FRPPXQLWLHV�FRQVLGHULQJ�FRPSOH[��ORQJ�WHUP�GHVLJQ�EXLOG�
RSHUDWH�FRQWUDFWV�IRU�PXQLFLSDO�ZDWHU�DQG�ZDVWHZDWHU�IDFLOLWLHV���7KH�/\QQ
:DWHU�DQG�6HZHU�&RPPLVVLRQ��/:6&��REWDLQHG�OHJLVODWLYH�DXWKRUL]DWLRQ
LQ� ����� WR� XVH� DOWHUQDWLYH� SURFXUHPHQW�PHWKRGV� WR� DZDUG� D� FRQWUDFW� WR
GHVLJQ� DQG� EXLOG� FDSLWDO� LPSURYHPHQWV� DQG� WR� RSHUDWH� LWV� ZDVWHZDWHU
WUHDWPHQW� SODQW� IRU� ��� \HDUV�� � ,Q� )HEUXDU\� ������ WKH� /:6&� LVVXHG� D
UHTXHVW�IRU�SURSRVDOV�IRU�WKH�FRQWUDFW���7KH�/:6&�UHFHLYHG�WZR�SURSRVDOV
LQ�0D\�������DQG�LQLWLDWHG�D�SURSRVDO�HYDOXDWLRQ�DQG�FRQWUDFW�QHJRWLDWLRQ
SURFHVV�WKDW�FRQWLQXHG�IRU�PRUH�WKDQ����PRQWKV�

,Q� 6HSWHPEHU� ������ WKH� 2IILFH� OHDUQHG� WKDW� WKH� RVWHQVLEO\� FRPSHWLQJ
SURSRVDOV�KDG�EHHQ�VXEPLWWHG�E\�WZR�FRPSDQLHV�FRQWUROOHG�E\�WKH�VDPH
FRUSRUDWLRQ��9LYHQGL���,Q�D�6HSWHPEHU������OHWWHU�WR�WKH�/:6&��WKH�2IILFH
H[SUHVVHG�FRQFHUQ�WKDW�WKH�/:6&�KDG�QRW�VHFXUHG�WKH�EHQHILW�RI�JHQXLQH
FRPSHWLWLRQ� IRU� D� FRQWUDFW� HVWLPDWHG� WR� FRVW� UDWHSD\HUV�PRUH� WKDQ�����
PLOOLRQ�� �7KH�2IILFH� UHFRPPHQGHG� WKDW� WKH�/:6&�UHMHFW�ERWK�SURSRVDOV�
2YHU� WKH� HQVXLQJ� WZR� PRQWKV�� WKH� /:6&� DWWHPSWHG� WR� DVVXDJH� WKH
2IILFH¶V� FRQFHUQV� E\� DUJXLQJ� WKDW� WKH� FRPSOH[�� ���\HDU� FRQWUDFW� ZRXOG
UHVXOW�LQ�FRVW�VDYLQJV�WR�UDWHSD\HUV�

´7KLV� 2IILFH� ZDV� DODUPHG� WR� OHDUQ� WKDW� WZR� DOOHJHGO\� FRPSHWLQJ� SURSRVDOV
UHFHLYHG�E\�WKH�&RPPLVVLRQ�ZHUH�VXEPLWWHG�E\�FRPSDQLHV�FRQWUROOHG�E\�WKH
VDPH�FRUSRUDWLRQ��9LYHQGL���8QGHU�WKHVH�FLUFXPVWDQFHV��WKH�UDWHSD\HUV�FDQQRW
EH� DVVXUHG� WKDW� WKH� &RPPLVVLRQ� KDV� VHFXUHG� WKH� EHQHILW� RI� DQ\� JHQXLQH
FRPSHWLWLRQ�IRU�WKH�FRQWUDFW�µ

±�,*�OHWWHU�WR�/\QQ�:DWHU�DQG�6HZHU�&RPPLVVLRQ��6HSWHPEHU�����

7KH� 2IILFH� UHYLHZHG� GRFXPHQWV� DQG� LQWHUYLHZHG� /:6&� VWDII� DQG
FRQVXOWDQWV�WR�DVVHVV�WKH�PHULW�RI�WKLV�FRVW�VDYLQJV�FODLP���,Q�D�'HFHPEHU
����� OHWWHU� WR� WKH� /:6&�� WKH�2IILFH� FULWLFL]HG� WKH� FRVW�VDYLQJV� DQDO\VLV
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GHYHORSHG� E\� WKH� /:6&¶V� HQJLQHHULQJ� FRQVXOWDQW�� 0DOFROP� 3LUQLH�� ,QF�
DQG�UHLWHUDWHG�LWV�UHFRPPHQGDWLRQ�WR�VFUDS�WKH�SURSRVHG����\HDU�FRQWUDFW�
7KH� 2IILFH� DGYLVHG� WKH� /:6&� WKDW� D� QHZ� SURFXUHPHQW� SURFHVV� WKDW
JHQHUDWHG�JHQXLQH� FRPSHWLWLRQ� IRU� D� IL[HG�SULFH�� ILYH�\HDU�RSHUDWLRQ� DQG
PDLQWHQDQFH� FRQWUDFW�� FRXSOHG� ZLWK� UHVSRQVLEOH� FDSLWDO� SODQQLQJ� DQG
PDQDJHPHQW�� ZRXOG� OLNHO\� SURGXFH� VLJQLILFDQWO\� ORZHU� FRVWV� WKDQ� WKH
SURSRVHG����\HDU�FRQWUDFW�

7KH� 2IILFH� SRLQWHG� RXW� WKDW� WKH� SURSRVHG� ���\HDU� FRQWUDFW� ZDV� D
FRPSOLFDWHG� VFKHPH� WKDW� FRQWDLQHG� QXPHURXV� SURYLVLRQV� DOORZLQJ� WKH
FRQWUDFWRU� WR� SDVV� WKURXJK� FRVWV� WR� UDWHSD\HUV� DQG� WR� LQFUHDVH� LWV
FRPSHQVDWLRQ�LQ�UHVSRQVH�WR�FKDQJLQJ�FLUFXPVWDQFHV���)RU�WKH�PRVW�SDUW�
WKHVH� FRVW� DGMXVWPHQW� IDFWRUV� ZRXOG� RSHUDWH� LQ� RQO\� RQH� GLUHFWLRQ�� � WKH
FRQWUDFWRU�ZRXOG�EH�DEOH�WR�LQFUHDVH�LWV�IHHV�ZKHQ�FRVWV�LQFUHDVH��EXW�WKH
UDWHSD\HUV� ZRXOG� QRW� UHDOL]H� DQ\� EHQHILW� IURP� WKH� FRQWUDFWRU¶V� UHGXFHG
FRVWV�

´7KH� /:6&� LV� SRLVHG� WR� HQWHU� LQWR� D� FRPSOLFDWHG�� ORQJ�WHUP� SULYDWL]DWLRQ
FRQWUDFW� ZLWKRXW� PHDQLQJIXO� FRPSHWLWLRQ�� � 7KH� /:6&� ODFNV� DQ� REMHFWLYH�
UHOLDEOH� DQDO\VLV� RI� WKH� FRQWUDFW� ULVNV� DQG� EHQHILWV�� � 7KHVH� IDFWRUV� SRVH
XQZDUUDQWHG�ULVNV�WR�UDWHSD\HU�LQWHUHVWV�µ

±�,*�OHWWHU�WR�/\QQ�:DWHU�DQG�6HZHU�&RPPLVVLRQ��'HFHPEHU�����

7KH� 2IILFH� DOVR� FULWLFL]HG� WKH� /:6&� IRU� LWV� IDLOXUH� WR� KROG� LWV� FXUUHQW
ZDVWHZDWHU� WUHDWPHQW� SODQW� RSHUDWRU� ±�ZKLFK�ZRXOG� FRQWLQXH� WR� RSHUDWH
WKH�IDFLOLW\�XQGHU� WKH�SURSRVHG����\HDU�FRQWUDFW�±�UHVSRQVLEOH� IRU�SD\LQJ
IRU�RU�PLWLJDWLQJ�H[FHVVLYH�VOXGJH�GLVSRVDO�FRVWV���,Q�DGGLWLRQ�WR�LWV�ZDVWHIXO
SODQW�RSHUDWLQJ�SUDFWLFHV�� WKH�/:6&�IDLOHG� WR�H[HUFLVH�ILVFDO�FRQWURO�RYHU
LWV�WZR�SULYDWL]DWLRQ�FRQVXOWDQWV���7KHVH�WZR�FRQVXOWDQWV�±�0DOFROP�3LUQLH
DQG�WKH�ODZ�ILUP�RI�+DZNLQV��'HODILHOG�	�:RRG�±�KDG�ELOOHG�WKH�/:6&¶V
UDWHSD\HUV�PRUH�WKDQ������PLOOLRQ�XQGHU�YDJXH��RSHQ�HQGHG�FRQWUDFWV�WKDW
FRQWDLQHG�QR�EXGJHW��QR�VFKHGXOH��QR�PD[LPXP�SULFH��DQG�WKDW�GLG�QRW�WLH
SD\PHQWV�WR�GHOLYHUDEOHV���7KHVH�FRQVXOWDQW�FRQWUDFWV�FRVW�WKH�UDWHSD\HUV
PRUH�WKDQ���������IRU�PHDO�DQG�WUDYHO�H[SHQVHV�

,Q� )HEUXDU\� ������ WKH� 2IILFH� UHVSRQGHG� WR� WKH� /:6&¶V� UHTXHVW� IRU� D
GHWDLOHG� H[SODQDWLRQ� RI� WKH� 2IILFH¶V� DQDO\VLV� RI� WKH� OLNHO\� FRVW� RI� WKH
SURSRVHG����\HDU�FRQWUDFW���,Q�D�OHWWHU�WR�WKH�/:6&��WKH�2IILFH�DSSOLHG�WKH
PDWKHPDWLFDO�PRGHO�XVHG�E\�0DOFROP�3LUQLH� WR�FRPSDUH�SURMHFWHG�FRVWV
XQGHU�WKH�SURSRVHG����\HDU�FRQWUDFW�ZLWK�FRVWV�XQGHU�WKH�/:6&¶V�FXUUHQW
RSHUDWLQJ� FRQWUDFW�� � 7KLV� DQDO\VLV� UHYHDOHG� WKDW� 0DOFROP� 3LUQLH¶V� FRVW
VDYLQJV�SURMHFWLRQV�ZHUH�SURGXFHG�E\�XVLQJ�LQIODWHG�FRVWV�WR�FDOFXODWH�WKH
FRVW�RI�WKH�FXUUHQW�RSHUDWLRQV�DQG�PDLQWHQDQFH�FRQWUDFW���&RUUHFWLQJ�WKHVH
LQIODWHG� DQG� LQDFFXUDWH� FRVWV� UHGXFHG� WKH� SURMHFWHG� VDYLQJV� DVVRFLDWHG
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ZLWK� WKH� SURSRVHG� ���\HDU� FRQWUDFW� IURP� ������ PLOOLRQ� WR� ����� PLOOLRQ�
0RUHRYHU�� 0DOFROP� 3LUQLH¶V� DQDO\VLV� IDLOHG� WR� FRQVLGHU� FRQWUDFW� FRVW
DGMXVWPHQW� IDFWRUV� WKDW�ZRXOG� OLNHO\�PDNH� WKH����\HDU� FRQWUDFW� IDU�PRUH
FRVWO\�WKDQ�WKH�H[LVWLQJ�ILYH�\HDU�FRQWUDFW�

8VLQJ�GDWD�SURYLGHG�E\�WKH�/:6&��WKH�2IILFH�SUHSDUHG�DQ�DQDO\VLV�RI�WKH
OLNHO\� LPSDFW� RI� FHUWDLQ� FRVW� DGMXVWPHQW� IDFWRUV� LQ� WKH� SURSRVHG� ���\HDU
FRQWUDFW�� � 7KLV� DQDO\VLV� VKRZHG� WKDW� ERWK� ORDGLQJV� DQG� IORZV� DW� WKH
ZDVWHZDWHU� SODQW� UHJXODUO\� H[FHHG� WKH� EDVHOLQH� SDUDPHWHUV� LQ� WKH
SURSRVHG� ���\HDU� FRQWUDFW� XQGHU� WKHQ�FXUUHQW� FRQGLWLRQV�� DQG� WKHUHIRUH
ZRXOG�DOPRVW�FHUWDLQO\�WULJJHU�KLJKHU�FRVWV�LQ�WKH�\HDUV�WR�FRPH�

,Q�DGGLWLRQ��WKH�2IILFH�QRWHG�WKDW�WKH�ILUP�RSHUDWLQJ�WKH�SODQW�FRQWUDFW�KDG
LQGLFDWHG�WKDW�LW�SODQQHG�WR�UHGXFH�FXUUHQW�VWDIILQJ�OHYHOV�DW�WKH�ZDVWHZDWHU
WUHDWPHQW�SODQW�E\����SHUFHQW�XQGHU�WKH�SURSRVHG����\HDU�FRQWUDFW���*LYHQ
WKDW� SHUVRQQHO� FRVWV� FRPSULVHG� DSSUR[LPDWHO\� RQH�KDOI� RI� WKH� FRQWUDFW
RSHUDWLRQV�FRVWV��UHGXFHG�VWDIILQJ�OHYHOV�FRXOG�KDYH�SURGXFHG�D�VLJQLILFDQW
FRVW� UHGXFWLRQ�� �<HW� WKH�FRQWUDFW�RSHUDWLRQV� FRVWV� WKH�/:6&�ZRXOG�SD\
XQGHU�WKH�SURSRVHG����\HDU�FRQWUDFW�ZHUH�QRW�ORZHU�WKDQ�LWV�WKHQ�FXUUHQW
FRVWV�� � 7KH� 2IILFH¶V� REMHFWLYH� DQDO\VLV� RI� WKH� SURSRVHG� ���\HDU� GHDOV
VKRZHG� WKDW� DQ\� FRVW� VDYLQJV� UHVXOWLQJ� IURP� PRUH� HIILFLHQW� SODQW
RSHUDWLRQV�ZRXOG�UHVXOW�LQ�LQFUHDVHG�SURILW�IRU�WKH�RSHUDWLQJ�ILUP�UDWKHU�WKDQ
FRVW�VDYLQJV�IRU�WKH�UDWHSD\HUV�

´7KH�/:6&�IXUWKHU�HURGHG�LWV�QHJRWLDWLQJ�SRVWXUH�E\�LQFXUULQJ�KLJK�FRQVXOWDQW
FRVWV�LQ�DQWLFLSDWLRQ�RI�UHFHLYLQJ�D�OXPS�VXP�SD\PHQW�XQGHU�WKH�SURSRVHG����
\HDU�FRQWUDFW�WR�FRYHU�WKRVH�FRVWV���7KLV�ILQDQFLQJ�SODQ�KDV�FUHDWHG�SUHVVXUH
IRU� WKH� /:6&� WR� DSSURYH� WKH� ���\HDU� FRQWUDFW�� UHJDUGOHVV� RI� ZKHWKHU� LW
UHSUHVHQWV�D�JRRG�GHDO�LQ�WKH�ORQJ�UXQ�µ

±�,*�OHWWHU�WR�/\QQ�:DWHU�DQG�6HZHU�&RPPLVVLRQ��)HEUXDU\�����

,Q� 0DUFK� ������ WKH� /:6&� YRWHG� WR� DSSURYH� WKH� SURSRVHG� ���\HDU
FRQWUDFW�

0DVVSRUW�7HUPLQDO�$�3URMHFW

&KDSWHU� ���� RI� WKH� $FWV� RI� ����� DXWKRUL]HG� WKH� 0DVVDFKXVHWWV� 3RUW
$XWKRULW\��0DVVSRUW�� WR�GHYHORS�DOWHUQDWLYH�PHWKRGV�IRU�SURFXULQJ�GHVLJQ
DQG�FRQVWUXFWLRQ�VHUYLFHV� IRU� WKH�7HUPLQDO�$�SURMHFW� LQ�FRQVXOWDWLRQ�ZLWK
WKH�2IILFH�DQG�ZLWK�WKH�'LYLVLRQ�RI�&DSLWDO�$VVHW�0DQDJHPHQW���,Q�-DQXDU\
������WKH�2IILFH�PHW�ZLWK�0DVVSRUW�RIILFLDOV�DQG�UHSUHVHQWDWLYHV�RI�'HOWD
$LUOLQHV�� ,QF�� WR� GLVFXVV� 0DVVSRUW¶V� SURSRVHG� DOWHUQDWLYH� SURFXUHPHQW
PHWKRGV���$W�WKDW�WLPH��0DVVSRUW�KDG�DOUHDG\�VHOHFWHG�'HOWD�DV�WKH�DQFKRU
WHQDQW� IRU� WKH� QHZ� WHUPLQDO� DQG� KDG� DSSURYHG� D� FRQFHSW� SODQ� IRU� WKH
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SURMHFW�SURSRVHG�E\�'HOWD���$FFRUGLQJ�WR�0DVVSRUW�RIILFLDOV��0DVVSRUW�DQG
'HOWD� ZHUH� ILQDOL]LQJ� D� FRPSOH[� SURMHFW� GHYHORSPHQW� DJUHHPHQW� DQG
ILQDQFLQJ�DUUDQJHPHQWV� IRU� WKH�QHZ� WHUPLQDO�� � $OWKRXJK� WKH� VHOHFWLRQ� RI
'HOWD� DV� D� SULPDU\� SURMHFW� SDUWLFLSDQW� ZDV� D� PDMRU� FRPSRQHQW� RI� WKH
DOWHUQDWLYH�SURMHFW�GHOLYHU\�DSSURDFK�XQGHUWDNHQ�E\�0DVVSRUW�� WKH�2IILFH
KDG�QR�RSSRUWXQLW\�WR�UHYLHZ�±�DQG��WKHUHIRUH��ZDV�XQDEOH�WR�FRPPHQW�RQ
±�WKH�SURFHGXUHV�XVHG�WR�VHOHFW�'HOWD�

)ROORZLQJ� WKH� PHHWLQJ�� 0DVVSRUW� VXEPLWWHG� WKH� ILQDO� GUDIW� 3URSRVHG
7HUPLQDO�$�3URMHFW�'HOLYHU\�3URFHVV�WR�WKH�2IILFH�IRU�UHYLHZ���7KH�SURFHVV�
WR�EH�XQGHUWDNHQ�MRLQWO\�E\�0DVVSRUW�DQG�'HOWD� WR�VHOHFW�D�GHVLJQHU�DQG
FRQVWUXFWLRQ� PDQDJHU� IRU� WKH� SURMHFW�� FDOOHG� IRU� ERWK� WKH� GHVLJQHU� DQG
FRQVWUXFWLRQ�PDQDJHU� WR� EH� VHOHFWHG� RQ� WKH� EDVLV� RI� TXDOLILFDWLRQV� DQG
H[SHULHQFH��ZLWKRXW�UHJDUG�WR�SULFH��,Q�D�)HEUXDU\������OHWWHU�WR�0DVVSRUW�
WKH� 2IILFH� QRWHG� WKDW� WKLV� SURFHVV� ZRXOG� QRW� SURYLGH� DGHTXDWH
DFFRXQWDELOLW\� IRU� D� W\SLFDO� SXEOLF� FRQVWUXFWLRQ� SURMHFW�� EXW� WKDW�0DVVSRUW
RIILFLDOV�KDG�DGYLVHG� WKH�2IILFH� WKDW� WKH� ILQDQFLQJ�VWUXFWXUH�RI� WKH�SURMHFW
ZRXOG�SODFH� WKH�PDMRULW\�RI� WKH� ILQDQFLDO� ULVN� IRU�GHVLJQ�DQG�FRQVWUXFWLRQ
FRVWV�ZLWK�'HOWD���7KH�2IILFH�DGYLVHG�0DVVSRUW�WKDW�WR�WKH�H[WHQW�WKDW�'HOWD
±� DQG� QRW�0DVVSRUW� ±� ZDV� UHVSRQVLEOH� IRU� WKH� GHVLJQ� DQG� FRQVWUXFWLRQ
FRVWV�� WKH�2IILFH�KDG�QR�REMHFWLRQV� WR�0DVVSRUW¶V� XVH�RI� WKLV� DOWHUQDWLYH
SURFHVV�

+RZHYHU�� WKH�2IILFH¶V� OHWWHU� UDLVHG�FRQFHUQV�DERXW� KRZ�0DVVSRUW�ZRXOG
HQVXUH� DFFRXQWDELOLW\� IRU� WKH� FRVW� RI� ZRUN� LQ� FRQQHFWLRQ� ZLWK� FRPPRQ
DLUSRUW� IDFLOLWLHV� IRU�ZKLFK�0DVVSRUW� KDG� DJUHHG� WR� UHLPEXUVH�'HOWD�� � 7R
DGGUHVV� WKHVH� FRQFHUQV�� WKH� 2IILFH� UHFRPPHQGHG� WKDW� WKH� 3URSRVHG
7HUPLQDO� $� 3URMHFW� 'HOLYHU\� 3URFHVV� EH� DPHQGHG� WR� LQFRUSRUDWH
SURYLVLRQV�UHODWLQJ�WR�WKH�VROLFLWDWLRQ�RI�ELGV�IRU�DQG�DXGLW�RI�UHLPEXUVDEOH
FRVWV�

,Q� D� )HEUXDU\� ����� UHVSRQVH�� 0DVVSRUW� LQGLFDWHG� WKDW� LW� ZRXOG� XVH
LQGHSHQGHQW�FRVW�HVWLPDWRUV�WR�GHWHUPLQH�WKH�FRVW�IRU�VXFK�ZRUN�DQG�ZLOO
SDUWLFLSDWH�ZLWK�'HOWD�LQ�WKH�QHJRWLDWLRQ�RI�WKH�FRVWV�ZLWK�WKH�FRQVWUXFWLRQ
PDQDJHU� IRU� WKDW� SRUWLRQ� RI� WKH� ZRUN� LQ� RUGHU� WR� HQVXUH� WKH� FRVW
FRPSHWLWLYHQHVV�RI�VXFK�ZRUN���0DVVSRUW�ZLOO�DOVR�KDYH�WKH�DELOLW\�WR�DXGLW
WKH�DFWXDO�FRVWV�RI�VXFK�ZRUN�DV�LW�SURJUHVVHV�

7RZQ�RI�'RXJODV�5HFUHDWLRQ�3DUN�5HYLHZ

,Q�UHVSRQVH�WR�D�FRPSODLQW��WKH�2IILFH�FRQGXFWHG�D�UHYLHZ�SHUWDLQLQJ�WR�WKH
GHYHORSPHQW�RI�D� UHFUHDWLRQ�SDUN� LQ� WKH�7RZQ�RI�'RXJODV�� �7KH�2IILFH¶V
UHYLHZ� LQGLFDWHG� WKDW� WKH� 7RZQ� PD\� KDYH� YLRODWHG� VHYHUDO� VWDWXWRU\
UHTXLUHPHQWV� LQ� SURFXULQJ� DQG� FRQWUDFWLQJ� IRU� FRQVWUXFWLRQ� ZRUN� RQ� WKH
UHFUHDWLRQ�SDUN�SURMHFW�WRWDOLQJ�PRUH�WKDQ������������7KH�2IILFH¶V�UHYLHZ
DOVR� LGHQWLILHG� VHYHUDO� LQVWDQFHV� LQ� ZKLFK� WKH� 7RZQ¶V� ILQDQFLDO� DQG
PDQDJHPHQW� FRQWUROV� RYHU� WKH� SURMHFW� DSSHDUHG� LQDGHTXDWH� WR� SURPRWH
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HIILFLHQW��FRVW�HIIHFWLYH�PDQDJHPHQW�DQG�WR�SURWHFW�WKH�ILQDQFLDO�LQWHJULW\�RI
WKH� 7RZQ¶V� FRQWUDFWV�� � 7KHVH� LQDGHTXDWH� FRQWUROV� LQFOXGHG� WKH� 7RZQ¶V
DXWKRUL]DWLRQ�RI�H[WUD�ZRUN�ZLWKRXW�D�ZULWWHQ�DJUHHPHQW�DQG�LVVXDQFH�RI�D
��������FKHFN� WR�D�SULYDWH� FRQWUDFWRU�ZLWKRXW� WKH�DSSURYDO� RI� WKH�7RZQ
$FFRXQWDQW�DQG�D�PDMRULW\�RI�WKH�%RDUG�RI�6HOHFWPDQ�

´'HFLVLYH�DFWLRQ� WR�VWUHQJWKHQ� WKH�7RZQ·V�PDQDJHPHQW�DQG�RYHUVLJKW�RI� LWV
FDSLWDO� SURMHFWV� DSSHDUV� ZDUUDQWHG� WR� HQVXUH� WKDW� WKHVH� SURMHFWV� DUH
XQGHUWDNHQ� LQ� D� PDQQHU� WKDW� LV� QRW� RQO\� OHJDO�� EXW� DOVR� FRVW�HIIHFWLYH� DQG
DFFRXQWDEOH�µ

±�,*�OHWWHU�WR�7RZQ�RI�'RXJODV�%RDUG�RI�6HOHFWPHQ��0DUFK�����

,Q�D�0DUFK������OHWWHU�WR�WKH�7RZQ��WKH�2IILFH�VXPPDUL]HG�WKH�DSSDUHQW
VWDWXWRU\�YLRODWLRQV�DV�ZHOO�DV�WKH�ILQDQFLDO�DQG�PDQDJHPHQW�FRQWURO�LVVXHV
LGHQWLILHG�LQ�WKH�2IILFH¶V�UHYLHZ���7KH�2IILFH�UHFRPPHQGHG�WKDW�WKH�7RZQ
UHYLHZ�� DQG� LI� QHFHVVDU\�� VWUHQJWKHQ� LWV� SURFXUHPHQW� DQG� FRQWUDFW
DGPLQLVWUDWLRQ� SURFHGXUHV�� � 7KH� 2IILFH� DOVR� UHTXHVWHG� WKDW� WKH� 7RZQ
SURYLGH�WKH�2IILFH�ZLWK�D�ZULWWHQ�UHVSRQVH�UHJDUGLQJ�WKH�7RZQ¶V�SODQV�IRU
DGGUHVVLQJ�WKH�SUREOHPV�FLWHG� LQ�WKH�2IILFH¶V� OHWWHU�� �7R�DVVLVW� WKH�7RZQ�
WKH�2IILFH�SURYLGHG�D�FRS\�RI�'HVLJQLQJ�DQG�&RQVWUXFWLQJ�3XEOLF�)DFLOLWLHV�
WKH� 2IILFH¶V� PDQXDO� GHWDLOLQJ� WKH� OHJDO� UHTXLUHPHQWV� JRYHUQLQJ� SXEOLF
FRQVWUXFWLRQ�SURMHFWV�

,Q� 0D\� ������ WKH� 7RZQ� SURYLGHG� D� GHWDLOHG� UHVSRQVH� WR� WKH� 2IILFH
GHVFULELQJ�VSHFLILF�LQLWLDWLYHV�LPSOHPHQWHG�E\�WKH�7RZQ�WR�DVVXUH�WKDW�WKH
LVVXHV�LGHQWLILHG�LQ�WKH�2IILFH¶V�UHYLHZ�ZRXOG�QRW�EH�UHSHDWHG�LQ�WKH�IXWXUH�
)RU�H[DPSOH�� WKH�7RZQ¶V� OHWWHU�VWDWHG� WKDW� WKH�7RZQ�KDG�FRQVXOWHG�ZLWK
7RZQ�&RXQVHO�WR�REWDLQ�D�VWDQGDUG�FRQVWUXFWLRQ�ELG�SDFNDJH�DQG�FRQWUDFW
WR� HQVXUH� FRPSOLDQFH� ZLWK� VWDWXWRU\� UHTXLUHPHQWV�� WKDW� WKH� 7RZQ� KDG
FKDQJHG�LWV�SURFXUHPHQW�SURFHGXUHV�WR�HQVXUH�DGHTXDWH�UHYLHZV�E\�WKH
7RZQ¶V�SURFXUHPHQW�RIILFHU��DQG�WKDW� WKH�7RZQ�KDG�WDNHQ�RWKHU�VWHSV� WR
VWUHQJWKHQ�LWV�ILQDQFLDO�FRQWUROV�

´>:@H�DSSUHFLDWH�WKH�WKRURXJKQHVV�RI�\RXU�VWDII�UHYLHZ�DQG�\RXU�FRQVWUXFWLYH
UHFRPPHQGDWLRQV� WR� LPSURYH� WKH� 7RZQ·V� SURFXUHPHQW� SUDFWLFHV«>:@H� DUH
WDNLQJ�VHYHUDO�LQLWLDWLYHV�WR�DVVXUH�WKDW�WKH�LVVXHV�GHVFULEHG�LQ�\RXU�OHWWHU�GR
QRW�UHSHDW�WKHPVHOYHV�µ

±�5HVSRQVH�RI�7RZQ�RI�'RXJODV�%RDUG�RI�6HOHFWPHQ�WR�,*�OHWWHU��0D\�����
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5RXWH���1RUWK�'HVLJQ�%XLOG�2SHUDWH�)LQDQFH�&RQWUDFW

&KDSWHU����RI�WKH�$FWV�RI������DXWKRUL]HG�WKH�&RPPRQZHDOWK�WR�FRQWUDFW
ZLWK�D�GHYHORSHU�WR�GHVLJQ��FRQVWUXFW��ILQDQFH��DQG�RSHUDWH�5RXWH���1RUWK
IRU�D����\HDU� WHUP�� �7KH�SURMHFW�ZLOO�DGG�RQH� ODQH� LQ�HDFK�GLUHFWLRQ�DQG
UHSODFH� DOO� EULGJHV� DQG� VWUXFWXUHV� RQ� WKH� ���PLOH� KLJKZD\� EHWZHHQ
%XUOLQJWRQ�DQG�WKH�1HZ�+DPSVKLUH�ERUGHU�

,Q� 6HSWHPEHU� ������ DIWHU� LW� KDG� UHFHLYHG� UHVSRQVHV� WR� LWV� UHTXHVW� IRU
TXDOLILFDWLRQV�� WKH� ([HFXWLYH� 2IILFH� RI� 7UDQVSRUWDWLRQ� DQG� &RQVWUXFWLRQ
�(27&�� UHTXHVWHG� WKH�2IILFH¶V� DVVLVWDQFH� LQ� REVHUYLQJ� DQG� DGYLVLQJ� RQ
WKH�FRQWUDFWLQJ�SURFHVV�� �'XULQJ������ WKH�2IILFH�DGYLVHG�(27&�RQ�KRZ
EHVW� WR� LPSOHPHQW� YDOXH� HQJLQHHULQJ� LQ� WKH� SURMHFW�� UHYLHZHG� WKH� GUDIW
UHTXHVW� IRU� SURSRVDOV� �5)3��� DQG� UHFRPPHQGHG� UHYLVLRQV� WR� WKH� GUDIW
5)3¶V�HYDOXDWLRQ�FULWHULD�LQ�D�1RYHPEHU������OHWWHU���,Q�'HFHPEHU������
(27&�LVVXHG�WR�WKUHH�VKRUWOLVWHG�FRPSHWLWRUV�WKH�ILQDO�5)3�WKDW�DGGUHVVHG
PRVW�RI�WKH�LVVXHV�UDLVHG�E\�WKH�2IILFH�

,Q�0DUFK�������WKH�2IILFH�UHYLHZHG�WKH�GUDIW�FRQWUDFW�DQG�FRPPHQWHG�WR
(27&�RQ�SURYLVLRQV�WKDW�ZRXOG�XQQHFHVVDULO\�H[SRVH�WKH�&RPPRQZHDOWK
WR�KLJK�FRVWV���6SHFLILFDOO\��WKH�2IILFH�UHFRPPHQGHG�WKDW�(27&�PDNH�WKH
IROORZLQJ�FKDQJHV�LQ�WKH�GUDIW�FRQWUDFW�

�� GHOHWH� D� GHILQLWLRQ� RI� ³ODWHQW� SK\VLFDO� FRQGLWLRQV´� LQ� WKH� GHYHORSHU
DJUHHPHQW�WKDW�ZRXOG�XQGHUPLQH�(27&¶V�VWDWHG�LQWHQWLRQ�WR�KDYH�WKH
GHYHORSHU�DVVXPH�PRVW�ULVNV�DVVRFLDWHG�ZLWK�XQNQRZQ�FRQGLWLRQV�

�� UHTXLUH�WKH�GHYHORSHU�WR�ELG�DOO�ERQGV�LVVXHG�WR�ILQDQFH�WKH�SURMHFW��DQG

�� HVWDEOLVK� FRQWUROV� RYHU� IXWXUH� RSHUDWLRQV� DQG� PDLQWHQDQFH� VHUYLFHV
FRVWV�E\�SURKLELWLQJ�VXEFRQWUDFWRU�ELGV�IURP�DIILOLDWHV�RI�WKH�FRQWUDFWRU�
DXWKRUL]LQJ� WKH� VWDWH� WR� UHTXLUH� UHELGGLQJ� LI� ELGV� DUH� WRR� KLJK�� DQG
VSHFLI\LQJ�DQ�LQGH[�WR�EH�XVHG�IRU�SHULRGLF�SULFH�DGMXVWPHQWV�

7KH� (27&� UHFHLYHG� SURSRVDOV� LQ� 0DUFK� ������ � 2Q� -XQH� ��� ������ WKH
6HFUHWDU\�RI�(27&�VHOHFWHG�0RGHUQ�&RQWLQHQWDO�&RQVWUXFWLRQ�&R���,QF��DV
WKH� GHYHORSHU�� � 7KH� GHYHORSPHQW� FRQWUDFW� ZDV� H[HFXWHG� RQ� $XJXVW� ��
����� DQG� LQFOXGHG� D� GHVLJQ�EXLOG� SULFH� RI� DSSUR[LPDWHO\� ����� PLOOLRQ�
(27&�LVVXHG�D�1RWLFH�WR�3URFHHG�RQ�$XJXVW����������� �7KH�FRQWUDFW� LV
XQGHU�WKH�0DVVDFKXVHWWV�+LJKZD\�'HSDUWPHQW��0DVV+LJKZD\��

7KH� 2IILFH� DGYLVHG� 0DVV+LJKZD\� RQ� LPSOHPHQWDWLRQ� RI� WKH� YDOXH
HQJLQHHULQJ�UHTXLUHPHQW�FRQWDLQHG�LQ�&KDSWHU����RI� WKH�$FWV�RI�������,Q
0D\�������0DVV+LJKZD\�FRQWUDFWHG�ZLWK�3DUVRQV�%ULQFNHUKRII��4XDGH��	
'RXJODV�WR�SHUIRUP�YDOXH�HQJLQHHULQJ�RQ�0RGHUQ�&RQWLQHQWDO¶V�SURSRVDO�
7KH�UHSRUW�UHVXOWHG�LQ�UHFRPPHQGDWLRQV��VRPH�RI�ZKLFK�ZHUH�UHMHFWHG�E\
(27&��VRPH�RI�ZKLFK�0RGHUQ�&RQWLQHQWDO�DUJXHG�ZHUH�ZLWKLQ�WKH�SXUYLHZ
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RI�WKH�FRQWUDFWRU¶V�³PHDQV�DQG�PHWKRGV´�DQG�WKXV�QRW�YDOXH�HQJLQHHULQJ
VDYLQJV��DQG�RWKHUV�WKDW�UHPDLQHG�SHQGLQJ�DV�RI��������,Q�)HEUXDU\������
0DVV+LJKZD\� DQG� 0RGHUQ� &RQWLQHQWDO� QHJRWLDWHG� DQ� XQGHUVWDQGLQJ� RI
KRZ� WR� LGHQWLI\�DQG�DSSURYH�YDOXH�HQJLQHHULQJ�UHFRPPHQGDWLRQV� IRU� WKH
UHPDLQGHU�RI�WKH�SURMHFW�

%RVWRQ�&RQYHQWLRQ�DQG�([KLELW�&HQWHU�&RQVWUXFWLRQ�3URMHFW

7KH�0DVVDFKXVHWWV�&RQYHQWLRQ�&HQWHU�$XWKRULW\��0&&$��ZDV�DXWKRUL]HG
LQ������ WR�GHYHORS�DQG�FRQVWUXFW� WKH�%RVWRQ�&RQYHQWLRQ�DQG�([KLELWLRQ
&HQWHU�3URMHFW��3URMHFW��XVLQJ�HLWKHU�WKH�SURFXUHPHQW�SURFHGXUHV�VHW�IRUWK
LQ�&KDSWHU�����RI� WKH�$FWV�RI������RU�DOWHUQDWLYH�PHWKRGV�GHYHORSHG�E\
WKH�0&&$�XSRQ�FRQVXOWDWLRQ�ZLWK�WKH�2IILFH�DQG�WKH�&RPPLVVLRQHU�RI�WKH
'LYLVLRQ�RI�&DSLWDO�$VVHW�0DQDJHPHQW�

7KH� 2IILFH� SURYLGHG� WKH� 0&&$� ZLWK� H[WHQVLYH� FRPPHQWV� DQG
UHFRPPHQGDWLRQV� LQ� ����� RQ� WKH� 0&&$¶V� SURSRVHG� SURFHGXUHV� IRU
DZDUGLQJ� WUDGH� FRQWUDFWV� IRU� WKH� 3URMHFW�� � 7KH� 0&&$� VXEVHTXHQWO\
DGRSWHG� VRPH� RI� WKH� 2IILFH¶V� UHFRPPHQGDWLRQV� DV� DPHQGPHQWV� WR� LWV
SURFXUHPHQW�SURFHGXUHV�

,Q� $SULO� ������ WKH� 0&&$� VXEPLWWHG� WR� WKH� 2IILFH� DQRWKHU� SURSRVHG
PRGLILFDWLRQ�WR�LWV�SURFXUHPHQW�SURFHGXUHV�IRU�WKH�3URMHFW���7KLV�SURSRVHG
PRGLILFDWLRQ�ZRXOG�DIIHFW�WKH�ULJKW�RI�DQ�DJJULHYHG�FRQWUDFWRU�WR�FKDOOHQJH
D� GHWHUPLQDWLRQ� E\� WKH� 0&&$¶V� SUHTXDOLILFDWLRQ� FRPPLWWHH� WKDW� WKH
FRQWUDFWRU�LV�QRW�TXDOLILHG�DQG�WKHUHIRUH�QRW�HOLJLEOH�WR�ELG�RQ�WKH�3URMHFW�

7KH� 0&&$¶V� SURFHGXUHV� UHTXLUH� D� GLVTXDOLILHG� FRQWUDFWRU� WR� VXEPLW� D
UHTXHVW� IRU� UHFRQVLGHUDWLRQ� WR� WKH� 0&&$� SULRU� WR� FKDOOHQJLQJ� WKH
SUHTXDOLILFDWLRQ� FRPPLWWHH¶V� GHWHUPLQDWLRQ� LQ� FRXUW�� � ,Q� $SULO� ������ WKH
0&&$�SURSRVHG�WR�DPHQG�WKLV�SURFHGXUH�E\�GHOHWLQJ�D�UHTXLUHPHQW�WKDW
WKH�0&&$�DFW�RQ�D� UHTXHVW� IRU� UHFRQVLGHUDWLRQ�ZLWKLQ�VHYHQ�GD\V�� �7KH
2IILFH�DGYLVHG�WKH�0&&$�RI�LWV�FRQFHUQ�WKDW�WKH�0&&$¶V�IDLOXUH�WR�DFW�RQ�D
UHTXHVW�IRU�UHFRQVLGHUDWLRQ�LQ�D�WLPHO\�IDVKLRQ�ZRXOG�HIIHFWLYHO\�IRUHFORVH�D
FRQWUDFWRU¶V� DELOLW\� WR� FKDOOHQJH� LWV� GLVTXDOLILFDWLRQ� LQ� FRXUW� SULRU� WR� WKH
DZDUG�RI�D�FRQWUDFW�

7KH� 0&&$� UHVSRQGHG� WR� WKH� 2IILFH¶V� FRQFHUQ� E\� DGRSWLQJ� D� ���GD\
GHDGOLQH� IRU� DFWLQJ� RQ� D� FRQWUDFWRU¶V� UHTXHVW� IRU� UHFRQVLGHUDWLRQ� RI� DQ
XQIDYRUDEOH�GHWHUPLQDWLRQ�E\�WKH�SUHTXDOLILFDWLRQ�FRPPLWWHH���7KH�0&&$
DOVR�PRGLILHG�LWV�SURFHGXUHV�WR�HQVXUH�WKDW�DQ�LQYLWDWLRQ�IRU�ELGV�RU�UHTXHVW
IRU� SURSRVDOV� ZRXOG� QRW� EH� GLVWULEXWHG� XQWLO� FRQWUDFWRUV� LQWHUHVWHG� LQ
VXEPLWWLQJ� ELGV� RU� SURSRVDOV� KDG� DQ� RSSRUWXQLW\� WR� DSSHDO� DQ� DGYHUVH
GHWHUPLQDWLRQ�E\�WKH�SUHTXDOLILFDWLRQ�FRPPLWWHH�
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0%7$�'HVLJQ�%XLOG�3URFHVV�IRU�*UHHQEXVK�/LQH�&RUULGRU�3URMHFW

&KDSWHU� ���� RI� WKH� $FWV� RI� ����� DXWKRUL]HG� WKH� 0DVVDFKXVHWWV� %D\
7UDQVSRUWDWLRQ�$XWKRULW\��0%7$��WR�XQGHUWDNH�D�SLORW�FRQVWUXFWLRQ�SURMHFW
XVLQJ� DQ� DOWHUQDWLYH� SURFXUHPHQW� SURFHVV� DQG� UHTXLUHG� WKH� 0%7$� WR
GHWHUPLQH� WKH� SURFXUHPHQW� SURFHVV� LQ� FRQVXOWDWLRQ� ZLWK� WKH� ,QVSHFWRU
*HQHUDO���&KDSWHU�����DOVR�UHTXLUHG�WKH�,QVSHFWRU�*HQHUDO�WR�FRPPHQW�LQ
ZULWLQJ�RQ�WKH�SURFXUHPHQW�SURFHVV�

,Q� $SULO� ������ WKH� 0%7$� VROLFLWHG� WKH� 2IILFH¶V� FRPPHQWV� RQ� D� SUH�
SURFXUHPHQW� GRFXPHQW� HQWLWOHG� ³7UDQVSRUWDWLRQ� ,PSURYHPHQWV� LQ� WKH
*UHHQEXVK� /LQH� &RUULGRU� �� 3URFXUHPHQW� 3URFHVV� IRU� 3LORW� 3URJUDP�´
VXPPDUL]LQJ�WKH�SURFXUHPHQW�SURFHVV�SURSRVHG�IRU�WKH�*UHHQEXVK�/LQH
&RUULGRU�3URMHFW�� � ,Q� DQ�$SULO� ����� OHWWHU�� WKH�2IILFH� SURYLGHG� WKH�0%7$
*HQHUDO�0DQDJHU�ZLWK� GHWDLOHG� FRPPHQWV� RQ� DQG� UHFRPPHQGDWLRQV� IRU
LPSURYHPHQW� RI� WKH� 0%7$¶V� SURSRVHG� SURFXUHPHQW� SURFHGXUHV�� � )RU
H[DPSOH�� WKH� 2IILFH� UHFRPPHQGHG� WKDW� D� GHWDLOHG� GHVFULSWLRQ� RI� WKH
HYDOXDWLRQ� SURFHVV� EH� LQFRUSRUDWHG� LQWR� WKH� SURMHFW� UHTXHVW� IRU
TXDOLILFDWLRQV�� WKDW� WKH� 0%7$� HQVXUH� VXIILFLHQW� GRFXPHQWDWLRQ� DW� HDFK
VWDJH�RI�WKH�HYDOXDWLRQ�SURFHVV��DQG�WKDW�WKH�0%7$�OLPLW�WKH�VFRSH�RI�WKH
FRQWUDFW�QHJRWLDWLRQV�FRQGXFWHG�ZLWK�WKH�VHOHFWHG�WHDP�

6DOWRQVWDOO�6WDWH�2IILFH�%XLOGLQJ�5HGHYHORSPHQW

&KDSWHU� ���� RI� WKH� $FWV� RI� ����� DXWKRUL]HG� WKH� 0DVVDFKXVHWWV
'HYHORSPHQW� )LQDQFH� $JHQF\� �0DVV'HYHORSPHQW�� WR� UHGHYHORS� WKH
/HYHUHWW� 6DOWRQVWDOO� 6WDWH� 2IILFH� %XLOGLQJ� XVLQJ� DOWHUQDWLYH� PHWKRGV� RI
SURFXULQJ�GHVLJQ�DQG�FRQVWUXFWLRQ�VHUYLFHV���&KDSWHU�����DOVR�UHTXLUHG�WKH
2IILFH� WR� UHYLHZ� DQG� VXEPLW� ZULWWHQ� FRPPHQWV� WR� WKH� /HJLVODWXUH� RQ
0DVV'HYHORSPHQW¶V� SURSRVHG� SURFHGXUHV� IRU� VHOHFWLQJ� DQ\� DGGLWLRQDO
FRQVWUXFWLRQ�� GHVLJQ�� RU� RWKHU� SURMHFW� SURIHVVLRQDOV�� � 7KH� 6DOWRQVWDOO
%XLOGLQJ��D����VWRU\�VWDWH�RIILFH�EXLOGLQJ�FRPSOHWHG�LQ�������UHTXLUHV�PDMRU
UHKDELOLWDWLRQ� WR� FRUUHFW� FHUWDLQ� HQYLURQPHQWDO� FRQGLWLRQV�� PHHW� FXUUHQW
FRGH� UHTXLUHPHQWV�� DQG� SURYLGH� TXDOLW\� RIILFH� VSDFH�� � 8QGHU� WKH� OHDVH�
OHDVHEDFN�DUUDQJHPHQW�DXWKRUL]HG�E\�&KDSWHU������WKH�VWDWH�ZLOO�OHDVH�WKH
EXLOGLQJ� WR� 0DVV'HYHORSPHQW� IRU� ��� \HDUV� ZLWK� RSWLRQV� WR� H[WHQG� IRU
DQRWKHU����\HDUV���7KH�VWDWH�ZLOO�OHDVH�EDFN�DSSUR[LPDWHO\����SHUFHQW�RI
WKH� UHKDELOLWDWHG� VSDFH�� LQLWLDOO\� DW� EHORZ�PDUNHW� UHQWDO� UDWHV�
0DVV'HYHORSPHQW�ZLOO� OHDVH� WKH�UHVW�RI� WKH�EXLOGLQJ� WR�SULYDWH�HQWLWLHV�DW
PDUNHW�UDWHV�DQG�ZLOO�DOVR�FRQVWUXFW�VRPH�KRXVLQJ�DQG�UHWDLO�HOHPHQWV�

,Q� 6HSWHPEHU� ������ 0DVV'HYHORSPHQW� VXEPLWWHG� WR� WKH� 2IILFH� D� GUDIW
UHTXHVW� IRU� SURSRVDOV� �5)3�� IRU� RZQHU¶V� UHSUHVHQWDWLYH� GHYHORSPHQW
PDQDJHPHQW� VHUYLFHV� DVVRFLDWHG� ZLWK� 0DVV'HYHORSPHQW¶V
UHGHYHORSPHQW�RI�WKH�6DOWRQVWDOO�%XLOGLQJ���,Q�DQ�2FWREHU������OHWWHU��WKH
2IILFH� UDLVHG�D�QXPEHU�RI� FRQFHUQV� UHJDUGLQJ� WKH�GUDIW�5)3�� �7KH�GUDIW
VFRSH� RI� VHUYLFHV� ZDV� XQQHFHVVDULO\� EURDG�� � LW� LQFOXGHG� GLVSDUDWH
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IXQFWLRQV��VXFK�DV�PDUNHWLQJ��WKDW�ZHUH�QRW�FOHDUO\�UHODWHG�WR�WKH�GXWLHV�RI
DQ�RZQHU¶V� UHSUHVHQWDWLYH�� � ,Q�DGGLWLRQ�� WKH�GUDIW�5)3� LQYLWHG�DOWHUQDWLYH
SULFH�SURSRVDOV�WKDW�ZRXOG�EH�GLIILFXOW�WR�FRPSDUH���7KH�GUDIW�5)3�GLG�QRW
FRQWDLQ� VWDQGDUG� IRUPV� IRU� VXEPLVVLRQ�RI� UHTXLUHG� SURSRVHU� LQIRUPDWLRQ�
QRU� GLG� LW� VSHFLI\� UHTXLUHPHQWV� IRU� SURIHVVLRQDO� OLFHQVXUH� RU� FHUWLILFDWLRQ�
)LQDOO\��WKH�GUDIW�5)3�GLG�QRW�VSHFLI\�KRZ�SURSRVDOV�ZRXOG�EH�HYDOXDWHG
RWKHU� WKDQ� VWDWLQJ� PLQLPXP� UHTXLUHPHQWV� IRU� SURSRVHUV�� � 7KH� 2IILFH
SURYLGHG� WKHVH� FRPPHQWV� WR�0DVV'HYHORSPHQW� DQG� WR� WKH� +RXVH� DQG
6HQDWH� &RPPLWWHHV� RQ�:D\V� DQG�0HDQV� DQG� WKH� -RLQW� &RPPLWWHH� RQ
6WDWH�$GPLQLVWUDWLRQ�

´:H�EHOLHYH� WKDW� LW�PD\�EH� LPSRVVLEOH� IRU�SURSRVHUV� WR� UHDVRQDEO\�HVWLPDWH
WKHLU�SULFHV�IRU�SHUIRUPLQJ�WKH�VHUYLFHV��JLYHQ�WKH�FXUUHQW�VFRSH�RI�VHUYLFHV�
7KH�GUDIW�5)3�DOVR�LQYLWHV�SURSRVHUV�WR�VXEPLW�DOWHUQDWLYH�SULFH�SURSRVDOV�WKDW
DOLJQ�WKH�LQWHUHVWV�RI�WKH�SURSRVHUV�ZLWK�WKH�LQWHUHVWV�RI�0DVV'HYHORSPHQW���,W
LV�XQFOHDU�KRZ�VXFK�DQ�DUUD\�RI�SULFHV�FDQ�EH�FRPSDUHG�µ

±�,*�OHWWHU�WR�-RLQW�&RPPLWWHH�RQ�6WDWH�$GPLQLVWUDWLRQ��2FWREHU�����

,Q�D�OHWWHU�RI�UHVSRQVH��0DVV'HYHORSPHQW�GHIHQGHG�WKH�GUDIW�5)3�RQ�WKH
JURXQGV� WKDW� LWV� DSSURDFK� ZRXOG� SURPRWH� LQQRYDWLYH� DQG� FUHDWLYH
UHVSRQVHV�� � +RZHYHU�� 0DVV'HYHORSPHQW� VWDWHG� WKDW� LW� ZRXOG� DGG� D
UHTXLUHPHQW�IRU�WKH�QHFHVVDU\�OLFHQVXUH�DQG�FHUWLILFDWLRQ�

'(0� /HDVHV� IRU� 7HOHFRPPXQLFDWLRQV� 7RZHUV� LQ� *URWRQ� DQG

6XGEXU\

&KDSWHU� ��� RI� WKH� $FWV� RI� ����� DXWKRUL]HG� WKH� 'HSDUWPHQW� RI
(QYLURQPHQWDO�0DQDJHPHQW��'(0��WR� OHDVH�ILUH� WRZHUV� LQ�VWDWH�SDUNV� WR
WHOHFRPPXQLFDWLRQV�FRPSDQLHV���7KH�ODZ�UHTXLUHV�WKH�2IILFH�WR�UHYLHZ�WKH
OHDVHV�� � 'XULQJ� ������ WKH�2IILFH� UHYLHZHG� SURSRVHG� WHOHFRPPXQLFDWLRQ
OHDVHV� DW� WKH� *URWRQ� )LUH� 2EVHUYDWLRQ� 7RZHU� DQG� WKH� 6XGEXU\� )LUH
2EVHUYDWLRQ�7RZHU���,Q�0D\�DQG�-XQH������OHWWHUV��WKH�2IILFH�LQIRUPHG�WKH
'(0� &RPPLVVLRQHU� WKDW�� EDVHG� RQ� WKH� 2IILFH¶V� UHYLHZ� RI� PDWHULDOV
VXEPLWWHG� E\� '(0�� WKH� ODQJXDJH� FRQWDLQHG� LQ� ERWK� OHDVH� DJUHHPHQWV
DSSHDUHG�WR�SURWHFW�WKH�&RPPRQZHDOWK¶V�LQWHUHVWV�LQ�WKHVH�GLVSRVLWLRQV�
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7KLV�SDJH�LQWHQWLRQDOO\�OHIW�EODQN�
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/RFDO�*RYHUQPHQW�3URFXUHPHQW�$VVLVWDQFH

DQG�(QIRUFHPHQW

7KH� 2IILFH� RI� WKH� ,QVSHFWRU� *HQHUDO� SURYLGHV� H[WHQVLYH� WHFKQLFDO
DVVLVWDQFH� WR� ORFDO� JRYHUQPHQW� RIILFLDOV� UHJDUGLQJ�0DVVDFKXVHWWV� SXEOLF
SURFXUHPHQW� ODZV�� 7KH� 2IILFH� HQFRXUDJHV� HIIHFWLYH� DQG� HWKLFDO� SXEOLF
SXUFKDVLQJ� E\� ORFDO� JRYHUQPHQWV� E\� SURYLGLQJ� WUDLQLQJ� DQG� SURIHVVLRQDO
GHYHORSPHQW�� SXEOLVKLQJ� PDQXDOV�� 3URFXUHPHQW� %XOOHWLQV�� DQG� RWKHU
SXEOLFDWLRQV�� DQG� DQVZHULQJ� LQTXLULHV�� FRPSODLQWV�� DQG� SURWHVWV�� � 7KH
2IILFH�DOVR�IRUPXODWHV�SROLF\�RQ�0�*�/��F����%��WKH�ORFDO�SURFXUHPHQW�ODZ
WKDW� DSSOLHV� WR� VXSSOLHV�� VHUYLFHV�� HTXLSPHQW�� DQG� UHDO� SURSHUW\�� � )RU
H[DPSOH�� LQ� ����� WKH� 2IILFH� DGRSWHG� D� QHZ� SROLF\� JRYHUQLQJ� ODWH� DQG
RYHUORRNHG�ELGV�

7UDLQLQJ�DQG�3URIHVVLRQDO�'HYHORSPHQW

7KH� 2IILFH� FUHDWHG� DQG� DGPLQLVWHUV� WKH� 0DVVDFKXVHWWV� &HUWLILHG� 3XEOLF
3XUFKDVLQJ�2IILFLDO��0&332��SURJUDP��HVWDEOLVKHG�LQ������DQG�GLVFXVVHG
LQ� WKH� QH[W� VHFWLRQ� RI� WKLV� UHSRUW�� � 7KH� 2IILFH� GHVLJQHG� WKH� 0&332
SURJUDP�WR�GHYHORS�WKH�FDSDFLW\�RI�SXEOLF�SXUFKDVLQJ�RIILFLDOV� WR�RSHUDWH
HIIHFWLYHO\�DQG�SURPRWH�H[FHOOHQFH�LQ�SXEOLF�SURFXUHPHQW�

,Q�DGGLWLRQ�WR�WKH�VHPLQDUV�SURYLGHG�DV�SDUW�RI�WKH�0&332�SURJUDP��WKH
2IILFH� FRQWULEXWHG� VSHDNHUV� RQ� SXEOLF� SURFXUHPHQW� ODZV� DW� FRQIHUHQFHV
DQG�VHPLQDUV�VSRQVRUHG�E\�WKH�0DVVDFKXVHWWV�&ROOHFWRUV�DQG�7UHDVXUHUV
$VVRFLDWLRQ��WKH�0DVVDFKXVHWWV�$VVRFLDWLRQ�RI�6FKRRO�%XVLQHVV�2IILFLDOV�
WKH� 0DVVDFKXVHWWV� $VVRFLDWLRQ� RI� 3XEOLF� 3URFXUHPHQW� 2IILFLDOV�� WKH
$VVRFLDWLRQ� RI� *RYHUQPHQW� $FFRXQWDQWV�� WKH� 1RUIRON�� %ULVWRO�� DQG
0LGGOHVH[� &RXQWLHV� +LJKZD\� $VVRFLDWLRQ�� DQG� WKH� 0DVVDFKXVHWWV
)LUHILJKWLQJ�$FDGHP\�� �3UHVHQWDWLRQ� WRSLFV� LQFOXGHG�³$Q�2YHUYLHZ�RI� WKH
3XEOLF� %LGGLQJ� /DZV�´� ³$Q� ,QWURGXFWLRQ� WR� 0�*�/�� F�� ��%� DQG� WKH
&RPSHQVDWLQJ�%DODQFH�/DZ�´� ³7KH�&KDQJHV� WR� WKH�3XEOLF�%LGGLQJ�/DZV
(QDFWHG�LQ�-XO\������´�DQG�³$Q�2YHUYLHZ�RI�0�*�/��F����%´�DW�WKH�$QQXDO
1HZ�)LUH�&KLHIV�2ULHQWDWLRQ�

3XEOLFDWLRQV

7KH�2IILFH�SXEOLVKHV�D�ZLGH�UDQJH�RI�PDWHULDOV�GHVLJQHG�WR�HGXFDWH�DQG
LQIRUP� ORFDO� SURFXUHPHQW� RIILFLDOV�� SURYLGH� JXLGDQFH� RQ� EHVW� YDOXH
FRQWUDFWLQJ��DQG�GLVVHPLQDWH�OHVVRQV�OHDUQHG���$OO�SXEOLFDWLRQV�OLVWHG�LQ
WKLV�VHFWLRQ�DUH�DYDLODEOH�IURP�WKH�2IILFH¶V�ZHEVLWH��ZZZ�VWDWH�PD�XV�LJ�



��

,Q� ������ WKH� 2IILFH� SXEOLVKHG� IRXU� LVVXHV� RI� WKH
3URFXUHPHQW� %XOOHWLQ�� D� QHZVOHWWHU� GLVWULEXWHG� WR
DSSUR[LPDWHO\� ������ SURFXUHPHQW� RIILFLDOV� DQG� RWKHU
LQWHUHVWHG� SDUWLHV� DFURVV� WKH� VWDWH�� � /DXQFKHG� E\� WKH
2IILFH� LQ� ������ WKH� 3URFXUHPHQW� %XOOHWLQ� VXPPDUL]HV
FXUUHQW�SURFXUHPHQW�UHODWHG�QHZV�DQG�LVVXHV��DGGUHVVHV
IUHTXHQWO\�DVNHG�TXHVWLRQV�DERXW�0�*�/��F����%��SURYLGHV
OHJLVODWLYH� XSGDWHV�� DQG� KLJKOLJKWV� VSHFLDO� WRSLFV� LQ
SURFXUHPHQW�� ,Q� ������ IRU� H[DPSOH�� WKH� 3URFXUHPHQW
%XOOHWLQ� LQFOXGHG� DUWLFOHV� RQ� WKH� 2IILFH¶V� QHZ� SROLF\
UHJDUGLQJ� ODWH� ELGV�� FKDQJHV� WR� WKH� SXEOLF� SURFXUHPHQW
ODZV��JHQHUDWLQJ�LQFRPH�IURP�DQWHQQD�VSDFH�OHDVHV��DQG
KDQGOLQJ�H[HPSW�VXSSOLHV�DQG�VHUYLFHV�SURFXUHPHQWV���,Q
SULRU� \HDUV�� WKH� 3URFXUHPHQW� %XOOHWLQ� KDV� IHDWXUHG
DUWLFOHV� SHUWDLQLQJ� WR� LQIRUPDWLRQ� WHFKQRORJ\
SURFXUHPHQWV�� GUDIWLQJ� SHUIRUPDQFH� VSHFLILFDWLRQV�� ELG
SURWHVW� DYRLGDQFH� WLSV�� DQG� FRQVXPHU� SURWHFWLRQ
UHVRXUFHV���&XUUHQW�DQG�SDVW�LVVXHV�RI�WKH�3URFXUHPHQW

%XOOHWLQ�FDQ�EH�GRZQORDGHG�IURP�WKH�2IILFH¶V�ZHEVLWH�

2WKHU�2IILFH�SURFXUHPHQW�SXEOLFDWLRQV�DYDLODEOH�IURP�WKH�2IILFH¶V�ZHEVLWH
LQFOXGH�

�� 0XQLFLSDO�� &RXQW\�� 'LVWULFW�� DQG� /RFDO� $XWKRULW\� 3URFXUHPHQW� RI
6XSSOLHV�� 6HUYLFHV�� DQG� 5HDO� 3URSHUW\�� � 7KLV� PDQXDO�� ZKLFK� ZDV
XSGDWHG�LQ�������SURYLGHV�D�FRPSUHKHQVLYH�RYHUYLHZ�RI�0�*�/��F����%
DQG�D�VWHS�E\�VWHS�JXLGH�WR�XVLQJ�0�*�/��F����%�WR�REWDLQ�EHVW�YDOXH�LQ
SURFXULQJ� VXSSOLHV� DQG� VHUYLFHV�� GLVSRVLQJ� RI� VXUSOXV� VXSSOLHV�
DFTXLULQJ� DQG� GLVSRVLQJ� RI� UHDO� SURSHUW\�� DQG� SURFXULQJ� VPDOO
FRQVWUXFWLRQ�UHODWHG�FRQWUDFWV�

�� 'HVLJQLQJ�DQG�&RQVWUXFWLQJ�3XEOLF�)DFLOLWLHV���7KLV�PDQXDO��ZKLFK�ZDV
XSGDWHG� LQ� ����� WR� LQFRUSRUDWH� OHJLVODWLYH� FKDQJHV� HQDFWHG� LQ� -XO\
������ SURYLGHV� GHWDLOHG� LQIRUPDWLRQ� RQ� WKH� VWDWXWRU\� UHTXLUHPHQWV
JRYHUQLQJ� SURFXUHPHQW� RI� GHVLJQ� DQG� FRQVWUXFWLRQ� VHUYLFHV�� LW� DOVR
RIIHUV�SUDFWLFDO�DGYLFH�IRU�SXEOLF�RIILFLDOV�ZKR�PDQDJH�RU�RYHUVHH�SXEOLF
FRQVWUXFWLRQ�SURMHFWV�

�� 3UDFWLFDO� *XLGH� WR� 'UDIWLQJ� ,QYLWDWLRQV� IRU� %LGV� DQG� 5HTXHVWV� IRU
3URSRVDOV��7KLV�JXLGH��ZKLFK�ZDV�XSGDWHG� LQ������� LQFOXGHV�JHQHUDO
WLSV� IRU� ZULWLQJ� LQYLWDWLRQV� IRU� ELGV� �,)%V�� DQG� UHTXHVWV� IRU� SURSRVDOV
�5)3V���D�PRGHO�,)%��DQG�LQVWUXFWLRQV�RQ�KRZ�WR�PRGLI\�WKDW�PRGHO�WR
FUHDWH�DQ�5)3�
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,QTXLULHV��&RPSODLQWV��DQG�3URWHVWV

,Q�������WKH�2IILFH�UHVSRQGHG�WR�������LQTXLULHV�DERXW�0�*�/��F����%�DQG
RWKHU� SXEOLF� ELGGLQJ� ODZV�� UHVXOWLQJ� LQ� RYHU� ������ WHOHSKRQH� FDOOV�� � 7KH
2IILFH¶V� WHDP� RI� SURFXUHPHQW� DWWRUQH\V� UHJXODUO\� DGYLVHV� SXUFKDVLQJ
RIILFLDOV�RQ�KRZ� WR�REWDLQ�EHVW�YDOXH�DQG� LQFUHDVH�FRPSHWLWLRQ� IRU�SXEOLF
FRQWUDFWV�� � 7KH� WHDP� DOVR� UHVSRQGV� WR� UHTXHVWV� IURP� ORFDO� RIILFLDOV� DQG
DJJULHYHG� ELGGHUV� E\� UHYLHZLQJ� ELG� DQG� SURSRVDO� GRFXPHQWV� IRU
FRPSOLDQFH� ZLWK� 0�*�/�� F�� ��%�� � 7KH� 2IILFH� XVHV� DQ� LQIRUPDO� GLVSXWH
UHVROXWLRQ� SURFHVV� WR� UHVROYH� ELG� SURWHVWV� IDLUO\� DQG� HIILFLHQWO\� ZLWKRXW
OLWLJDWLRQ�� � 7KH� UHPDLQGHU� RI� WKLV� VHFWLRQ� SUHVHQWV� H[DPSOHV� RI� YDULRXV
W\SHV�RI�ORFDO�SURFXUHPHQW�UHYLHZV�FRPSOHWHG�E\�WKH�2IILFH�GXULQJ������

7RZQ� RI� +LQJKDP� ±� %LG� 3URWHVW�� � 7KH� 2IILFH� UHFHLYHG� D� ELG� SURWHVW
UHJDUGLQJ�D�ELG�IRU�DWKOHWLF�WUDQVSRUWDWLRQ�IRU�WKH�+LQJKDP�3XEOLF�6FKRROV�
,Q� WKLV� PDWWHU�� WKH� 7RZQ� VROLFLWHG� ELGV� IRU� DWKOHWLF� WUDQVSRUWDWLRQ� DQG
RSHQHG�WKH�ELGV�RQ�-XQH������������7KH�,)%�LQFOXGHG�WKUHH�SULFLQJ�VKHHWV�
RQH�IRU�HDFK�VHDVRQ��FRQVLVWLQJ�RI�D�OLVW�RI�WRZQV�ZLWK�D�EODQN�VSDFH�QH[W
WR�HDFK�WRZQ�IRU�WKH�ELGGHUV�WR�ILOO�LQ�D�ELG�SULFH���1HLWKHU�WKH�,)%�QRU�WKH
SULFLQJ�VKHHWV�LQFOXGHG�DQ\�HVWLPDWHV�RQ�WKH�QXPEHU�RI�WULSV�WKDW�ZRXOG�EH
PDGH�WR�DQ\� OLVWHG�WRZQ�� �$IWHU� WKH�ELGV�ZHUH�RSHQHG�� WKH� ORZHVW�ELGGHU
ZDV�GHWHUPLQHG�E\�UHIHUHQFLQJ�WKH�SULRU�\HDU¶V�WULS�VFKHGXOH���1RQH�RI�WKH
LQIRUPDWLRQ�IURP�WKH�SUHYLRXV�\HDU�WKDW�ZDV�XVHG�WR�VHOHFW�WKH�ORZ�ELGGHU
ZDV�FRQWDLQHG�LQ�WKH�,)%�RULJLQDOO\�SURYLGHG�WR�DOO�WKH�ELGGHUV���7KH�2IILFH
DGYLVHG� WKH�7RZQ� WKDW� WKH� ,)%�KDG� WR� LQFOXGH� WKLV� W\SH�RI� LQIRUPDWLRQ� LQ
RUGHU� WR� FUHDWH� D� OHYHO� SOD\LQJ� ILHOG� IRU� WKH� FRPSHWLWLRQ�� � 7KH� 2IILFH
UHFRPPHQGHG�WKDW�WKH�7RZQ�UHELG�WKH�EXV�FRQWUDFW�DQG�LQFOXGH�LQ�WKH�QHZ
,)%�DQ�HVWLPDWHG�QXPEHU�RI�WULSV�WR�HDFK�WRZQ�DV�ZHOO�DV�D�FOHDU�UXOH�IRU
DZDUG�

7RZQ�RI�6ZDPSVFRWW� ±�5HTXHVW� IRU�*XLGDQFH�� � 7KH�2IILFH� LVVXHG� D
ZULWWHQ� RSLQLRQ� LQ� UHVSRQVH� WR� D� UHTXHVW� IURP� WKH� 7RZQ� RI� 6ZDPSVFRWW
UHJDUGLQJ� WKH� DSSOLFDELOLW\� RI� 0�*�/�� F�� ��%� WR� FRQVWUXFWLRQ� FRQWUDFWV
HVWLPDWHG� WR� FRVW� OHVV� WKDQ� ��������� � 7KH� SXEOLF� FRQVWUXFWLRQ� ELG� ODZV�
0�*�/�� F�� ���� ���0� DQG� F�� ����� ����$�0� DSSO\� RQO\� WR� FRQVWUXFWLRQ
FRQWUDFWV�HVWLPDWHG�WR�FRVW�PRUH�WKDQ���������DQG����������UHVSHFWLYHO\�
0�*�/��F����%�UHTXLUHV�FRPSHWLWLRQ�IRU�VXSSOLHV�DQG�VHUYLFHV�FRQWUDFWV�LQ
WKH�DPRXQW�RI��������RU�PRUH���,W�LV�QRW�FOHDU�WKDW�WKH�/HJLVODWXUH�LQWHQGHG
WR�PRGLI\� WKH�FRQVWUXFWLRQ�ELG� ODZ� WKUHVKROGV�ZKHQ� LW� HQDFWHG�F����%� LQ
�������7KH�2IILFH�DGYLVHG�WKH�7RZQ�WKDW�WKH�2IILFH�URXWLQHO\�UHFRPPHQGV
WKDW� DZDUGLQJ� DXWKRULWLHV� VROLFLW� DW� OHDVW� WKUHH� SULFH� TXRWDWLRQV� LQ
DFFRUGDQFH�ZLWK�0�*�/��F����%�����IRU�FRQVWUXFWLRQ�FRQWUDFWV�HVWLPDWHG�WR
FRVW�EHWZHHQ��������DQG����������� ,W�VKRXOG�EH�QRWHG�WKDW�FRQWUDFWV� IRU
OHVV� WKDQ� ������� DUH� QRW� DQ� LVVXH� VLQFH� F�� ��%� GRHV� QRW� UHTXLUH
FRPSHWLWLYH� ELGGLQJ� IRU� FRQWUDFWV� LQ� WKLV� UDQJH�� � 7KH� 2IILFH� ZRXOG� QRW
FRQVLGHU�VXFK�D�FRQWUDFW�WR�EH�LQYDOLG�LI�0�*�/��F����%�����SURFHGXUHV�ZHUH
QRW�IROORZHG�
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'XNH¶V�&RXQW\�±�5HTXHVW�IRU�*XLGDQFH���,Q�UHVSRQVH�WR�D�UHTXHVW�IURP
WKH�&RXQW\�/HJDO�&RXQVHO�� WKH�2IILFH� UHYLHZHG�DQ�5)3� IRU� WKH� OHDVH�RI
&RXQW\�SURSHUW\���2QH�RI�WKH�ILYH�SURSRVDOV�UHFHLYHG�E\�WKH�&RXQW\�GLG�QRW
LQFOXGH�D� IL[HG�SULFH��EXW� LQVWHDG�RIIHUHG� WR�SD\�RQH�TXDUWHU�RI�RQH�FHQW
PRUH�SHU�VTXDUH�IRRW�WKDQ�WKH�KLJKHVW�SURSRVDO�SULFH�VXEPLWWHG�E\�DQ\�RI
WKH�RWKHU�IRXU�SURSRVHUV���7KH�LVVXH�UDLVHG�LQ�WKLV�PDWWHU�ZDV�ZKHWKHU�D
SURSRVDO� VXEPLWWHG� LQ� WKLV� IDVKLRQ� YLRODWHV� SULQFLSOHV� RI� IDLU� DQG� RSHQ
FRPSHWLWLRQ� IRU� SXEOLF� FRQWUDFWV�� � 7KH�2IILFH� KDV� FRQVLVWHQWO\� WDNHQ� WKH
SRVLWLRQ�WKDW�ELGGHUV�PXVW�VXEPLW�IL[HG�SULFH�ELGV�WKDW�FDQ�EH�PHDQLQJIXOO\
FRPSDUHG�� � ,I� DOO� ELGGHUV� VXEPLWWHG� ELGV� RI� WKLV� QDWXUH�� WKH� DZDUGLQJ
DXWKRULW\�ZRXOG�EH�OHIW�ZLWK�QR�DVFHUWDLQDEOH�ELG�SULFHV���$�ELGGLQJ�V\VWHP
ZLWKRXW� ILUP� IL[HG� SULFHV� LV� XQZRUNDEOH�� OHDYHV� DZDUGLQJ� DXWKRULWLHV
YXOQHUDEOH� WR�ELG�SURWHVWV��DQG�GRHV�QRW�SUHVHUYH� WKH�GXDO�REMHFWLYHV�RI
RSHQ�DQG�IDLU�FRPSHWLWLRQ���)RU�WKHVH�UHDVRQV��WKH�2IILFH�GHWHUPLQHG�WKDW
SURSRVDOV�RI�WKLV�QDWXUH�ZHUH�QRW�SHUPLVVLEOH�DQG�DGYLVHG�WKH�&RXQW\�WR
UHMHFW�WKH�SURSRVDO�LQ�TXHVWLRQ�

´,I�D�VLQJOH�ELGGHU�VXEPLWV�DQ�DPRXQW�WR�EH�DGGHG�WR�WKH�KLJKHVW�ELGGHU·V�SULFH�
LW�GRHV�QRW�VWDQG�RQ�HTXDO�IRRWLQJ�ZLWK�WKH�RWKHU�ELGGHUV���7KDW�ELGGHU�GRHV�QRW
EHDU� WKH�VDPH�ULVN�RI� UHMHFWLRQ�� LQ� IDFW�� LW� LV�YLUWXDOO\�DVVXUHG�RI�ZLQQLQJ� WKH
ELG�µ

±�2IILFH�OHWWHU�WR�'XNHV�&RXQW\�/HJDO�&RXQVHO��)HEUXDU\�����

/RZHU� 3LRQHHU� 9DOOH\� (GXFDWLRQDO� &ROODERUDWLYH� ±� 5HTXHVW� IRU
*XLGDQFH���7KH�2IILFH�UHFHLYHG�D�UHTXHVW�IURP�WKH�/RZHU�3LRQHHU�9DOOH\
(GXFDWLRQDO� &ROODERUDWLYH� IRU� DQ� RSLQLRQ� UHJDUGLQJ� WKH� DSSOLFDELOLW\� RI
0�*�/�� F�� ��%� WR� VFKRRO� EXV� WUDQVSRUWDWLRQ� FRQWUDFWV� EHWZHHQ� WKH
&ROODERUDWLYH� DQG� LWV� PHPEHU� VFKRROV�� � 7KH� 2IILFH� LQIRUPHG� WKH
&ROODERUDWLYH� WKDW� F�� ��%� DSSOLHV� WR� FRQWUDFWV� IRU� WKH� SURFXUHPHQW� RI
VHUYLFHV�E\�D�JRYHUQPHQWDO�ERG\��GHILQHG�LQ�0�*�/��F����%�����WR�LQFOXGH
LQVWUXPHQWDOLWLHV� RI� FLWLHV�� WRZQV�� GLVWULFWV�� FRXQWLHV�� DQG� UHJLRQDO� VFKRRO
GLVWULFWV�� �7KH�2IILFH�KDV�FRQVLVWHQWO\� WDNHQ� WKH�SRVLWLRQ� WKDW�HGXFDWLRQDO
FROODERUDWLYHV� DUH� LQVWUXPHQWDOLWLHV� RI� WKH� PXQLFLSDOLWLHV� WKDW� WKH\� VHUYH
DQG�DUH�WKHUHIRUH�JRYHUQHG�E\�F����%���+RZHYHU��0�*�/��F����%�����E����
VSHFLILFDOO\�H[HPSWV�FRQWUDFWV�WR�SXUFKDVH�VXSSOLHV�DQG�VHUYLFHV�IURP�DQ\
DJHQF\� RU� LQVWUXPHQWDOLW\� RI� WKH� FRPPRQZHDOWK� RU� DQ\� RI� LWV� SROLWLFDO
VXEGLYLVLRQV�� � $FFRUGLQJO\�� WKH� 2IILFH� DGYLVHG� WKH� &ROODERUDWLYH� WKDW� D
VFKRRO�EXV� WUDQVSRUWDWLRQ�FRQWUDFW�EHWZHHQ� WKH�&ROODERUDWLYH�DQG�DQ\�RI
LWV�PHPEHU�VFKRROV�LV�H[HPSW�IURP�WKH�FRPSHWLWLYH�ELGGLQJ�UHTXLUHPHQWV
RI�0�*�/��F����%�

7RZQ� RI� 6RPHUVHW� ±� 5HTXHVW� IRU� *XLGDQFH�� � 7KH� 2IILFH� UHFHLYHG� D
UHTXHVW� IRU� JXLGDQFH� IURP� WKH� 7RZQ� ZLWK� UHVSHFW� WR� WKH� 7RZQ¶V
SURFXUHPHQW�RI�SURGXFWV�FRQQHFWHG�ZLWK�LWV�IRRG�VHUYLFH�RSHUDWLRQ�IRU�WKH
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SXEOLF� VFKRROV�� � 6SHFLILFDOO\�� WKH� 7RZQ� LQTXLUHG�ZKHWKHU� SXUFKDVLQJ� WKH
SURGXFWV�RQ�D�PRQWKO\�UDWKHU�WKDQ�DQ�DQQXDO�EDVLV�FRQVWLWXWHG�ELG�VSOLWWLQJ�
%LG� VSOLWWLQJ�� WKH� LQWHQWLRQDO� GLYLVLRQ� RI� D� SURFXUHPHQW� LQWR� WZR� RU� PRUH
VPDOOHU�SXUFKDVHV�IRU� WKH�SXUSRVH�RI�HYDGLQJ�WKH�SXEOLF�ELGGLQJ� ODZV�� LV
SURKLELWHG�E\�0�*�/��F����%���7KH�DSSHDUDQFH�RI�ELG�VSOLWWLQJ�LV�HOLPLQDWHG
RQO\� ZKHQ� D� VRXQG� EXVLQHVV� UHDVRQ� H[LVWV� WR� MXVWLI\� WKH� SUDFWLFH�� � 7KH
2IILFH�ZDV�LQIRUPHG�WKDW�WKH�7RZQ�SXUFKDVHG�IRRG�SURGXFWV�RQ�D�PRQWKO\
EDVLV� IRU� VHYHUDO� UHDVRQV�� LQFOXGLQJ� LQVXIILFLHQW� VWRUDJH� VSDFH� DQG
IOXFWXDWLQJ�IRRG�SULFHV�

7KH�2IILFH�DGYLVHG� WKH�7RZQ� WKDW�PDQ\� MXULVGLFWLRQV�SXUFKDVH� IRRG�DQG
IRRG�VHUYLFH�SURGXFWV�RQ�DQ�DQQXDO�RU�PXOWL�\HDU�EDVLV�IURP�YHQGRUV�WKDW
RIIHU�D�ODUJH�YDULHW\�RI�LWHPV���%LGGHUV�DUH�SURYLGHG�ZLWK�HVWLPDWHV�EDVHG
RQ� ZKDW� KDV� EHHQ� XVHG� LQ� SDVW� \HDUV�� � %\� IROORZLQJ� WKLV� SURFHGXUH�
MXULVGLFWLRQV� DYRLG� WKH� DSSHDUDQFH� RI� ELG� VSOLWWLQJ�� REWDLQ� HFRQRPLHV� RI
VFDOH��REWDLQ�D�ZLGH�YDULHW\�RI�LWHPV��DQG�VWLOO�DFFRPPRGDWH�FKDQJLQJ�IRRG
WUHQGV� DPRQJ� VWXGHQWV�� � 7KH� 2IILFH� UHFRPPHQGHG� WKDW� WKH� 7RZQ
UHH[DPLQH� ZKHWKHU� VRXQG� EXVLQHVV� UHDVRQV� H[LVWHG� WR� MXVWLI\� LWV
SURFXUHPHQW�SUDFWLFHV�
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7KLV�SDJH�LQWHQWLRQDOO\�OHIW�EODQN�
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7KH�0&332�3URJUDP

7KH� 2IILFH� RI� WKH� ,QVSHFWRU� *HQHUDO� KDV� FRQWLQXHG� DQG� H[SDQGHG� WKH
0DVVDFKXVHWWV� &HUWLILHG� 3XEOLF� 3XUFKDVLQJ� 2IILFLDO� �0&332�� SURJUDP�
QRZ� LQ� LWV� IRXUWK� \HDU�� � 7KH� 0&332� SURJUDP� SURPRWHV� H[FHOOHQFH� LQ
SXEOLF�SURFXUHPHQW�E\�IRVWHULQJ�

�� FRVW�HIIHFWLYH��HWKLFDO��DQG�PRGHUQ�SXUFKDVLQJ�SUDFWLFHV�

�� GLDORJXH�DQG�H[FKDQJH�RI�LGHDV�DQG�EHVW�SUDFWLFHV�DPRQJ�SURFXUHPHQW
RIILFLDOV�

�� VWHZDUGVKLS�RI�UHVRXUFHV�LQ�WKH�SXEOLF¶V�LQWHUHVW��DQG

�� FRPSOLDQFH�ZLWK�0DVVDFKXVHWWV�FRQWUDFWLQJ�ODZV�

7KH�0&332�SURJUDP�LV�DQ�LQWHJUDO�FRPSRQHQW�RI�WKH�2IILFH¶V�SUHYHQWLRQ
VWUDWHJ\�� �'HYRWLQJ� UHVRXUFHV� WR� EXLOG� WKH� FDSDFLW\� RI� SXEOLF� SXUFKDVLQJ
RIILFLDOV�WR�RSHUDWH�HIIHFWLYHO\��HIILFLHQWO\��DQG�HWKLFDOO\�LV�YDVWO\�SUHIHUDEOH
WR� UHO\LQJ� RQ� SRVW� DXGLWV� DQG� LQYHVWLJDWLRQV� WR� GHWHFW� IUDXG�� ZDVWH�� DQG
DEXVH�� � 3XEOLF� SXUFKDVLQJ� RIILFLDOV� DUH� UHVSRQVLEOH� IRU� SURFXULQJ� WKH
VXSSOLHV�� VHUYLFHV�� DQG� IDFLOLWLHV� JRYHUQPHQW� UHTXLUHV� WR� SURYLGH� SXEOLF
VHUYLFHV�� � 7KHVH� SURFXUHPHQWV� LQYROYH� PDVVLYH� H[SHQGLWXUHV� RI� SXEOLF
IXQGV���7KH�QHHG�IRU�JRYHUQPHQW�WR�LQYHVW�LQ�H[SHUWLVH�IRU�WKLV�IXQFWLRQ�LV
HVSHFLDOO\�JUHDW�QRZ��IRU�WKH�IROORZLQJ�UHDVRQV�

�� :LWK� JRYHUQPHQW� UHLQYHQWLRQ� DQG� UHIRUP�� PDQ\� MXULVGLFWLRQV� DUH
JUDQWLQJ� JUHDWHU� IOH[LELOLW\� DQG� GLVFUHWLRQ� WR� SXUFKDVLQJ� RIILFLDOV�� ZKR
DUH� H[SHFWHG� WR� EH� LQQRYDWLYH� DQG� XVH� ³EHVW� YDOXH´� SURFXUHPHQW
PHWKRGV�

�� 3URFXUHPHQW� RIILFLDOV� DUH� LQFUHDVLQJO\� FDOOHG� XSRQ� WR� KDQGOH
QRQWUDGLWLRQDO�SURFXUHPHQWV��LQFOXGLQJ�VHUYLFH�FRQWUDFWLQJ��SULYDWL]DWLRQ�
SHUIRUPDQFH� FRQWUDFWLQJ�� DQG� SXEOLF�SULYDWH� SDUWQHUVKLSV�� DQG� PXVW
GHDO�ZLWK�UDSLGO\�FKDQJLQJ�PDUNHWV��VXFK�DV�WKH�GHUHJXODWHG�HOHFWULFLW\
PDUNHW�DQG�LQIRUPDWLRQ�WHFKQRORJ\�

�� 7KH�SXEOLF�KDV�D�QHJDWLYH�SHUFHSWLRQ�RI�SXEOLF�SURFXUHPHQW�EHFDXVH�RI
WKH� GHIHQVH� SURFXUHPHQW� VFDQGDOV� RI� WKH� ����V�� ZLGHO\� UHSRUWHG
IDLOXUHV� RI� SURFXUHPHQW� V\VWHPV�� DQG� SHULRGLF� HWKLFDO� ODSVHV� E\
JRYHUQPHQW�RIILFLDOV�
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´9HU\� SURIHVVLRQDO� DQG� LQIRUPDWLYH� �� QRW� ERULQJ�� � $OO� SUHVHQWHUV� VHHPHG� WR
HQMR\�WHDFKLQJ��PDNLQJ�WKLV�VHPLQDU�DQ�H[FHOOHQW�H[SHULHQFH�µ

±������6XSSOLHV�DQG�6HUYLFHV�&RQWUDFWLQJ�VHPLQDU�SDUWLFLSDQW

7KH� 0&332� SURJUDP� DQG� WKH� LQGLYLGXDO� VHPLQDUV� WKDW� FRPSULVH� WKH
SURJUDP� ZHUH� GHYHORSHG� ZLWK� WKH� DVVLVWDQFH� RI� DQ� DGYLVRU\� JURXS
FRPSULVHG� RI� UHSUHVHQWDWLYHV� RI� WKH� 0DVVDFKXVHWWV� 3XEOLF� 3XUFKDVLQJ
2IILFLDOV�$VVRFLDWLRQ�� WKH�0DVVDFKXVHWWV�$VVRFLDWLRQ�RI�6FKRRO�%XVLQHVV
2IILFLDOV��DQG�WKH�&LW\�6ROLFLWRUV�DQG�7RZQ�&RXQVHO�$VVRFLDWLRQ�

7KH�0&332�SURJUDP�KDV�EHHQ�GHVLJQHG�WR�PHHW�VWDQGDUGV
RI� QDWLRQDO� RUJDQL]DWLRQV�� � ,Q� ����� WKH� &ROOHJH� &UHGLW
5HFRPPHQGDWLRQ� 3URJUDP� RI� WKH� $PHULFDQ� &RXQFLO� RQ
(GXFDWLRQ� UHFRPPHQGHG� WKH� 0&332� FRXUVHV� IRU
XQGHUJUDGXDWH� DQG� JUDGXDWH� FUHGLW�� � ,Q� ����� WKH� 1DWLRQDO
$VVRFLDWLRQ� RI� 6WDWH� %RDUGV� RI� $FFRXQWDQF\� �1$6%$�
UHJLVWHUHG�WKH�2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO�DV�D�VSRQVRU�RI
FRQWLQXLQJ� SURIHVVLRQDO� HGXFDWLRQ�� � 5HJLVWUDWLRQ� E\� 1$6%$
DOORZV�WKH�2IILFH�WR�DZDUG�&RQWLQXLQJ�3URIHVVLRQDO�(GXFDWLRQ
�&3(��FUHGLWV�IRU�SDUWLFLSDWLRQ�LQ�0&332�VHPLQDUV���,Q�DGGLWLRQ��WKH�2IILFH
PHW� WKH� UHTXLUHPHQWV� RI� WKH� ,QWHUQDWLRQDO� $VVRFLDWLRQ� IRU� &RQWLQXLQJ
(GXFDWLRQ�DQG�7UDLQLQJ�DV�DQ�DXWKRUL]HG�VSRQVRU�RI�FRQWLQXLQJ�HGXFDWLRQ
XQLWV� �&(8��� �6HPLQDUV�DOVR�TXDOLI\� IRU�SURIHVVLRQDO�GHYHORSPHQW�SRLQWV
�3'3�� UHTXLUHG� RI� VFKRRO� EXVLQHVV� DGPLQLVWUDWRUV� XQGHU� WKH� VWDWH¶V
HGXFDWLRQ�UHIRUP�DFW�

,Q� -XQH� ������ WKH� 2IILFH� EHFDPH� D� UHJLVWHUHG� SURYLGHU� RI� FRQWLQXLQJ
HGXFDWLRQ� IRU� WKH� $PHULFDQ� ,QVWLWXWH� RI� $UFKLWHFWV� &RQWLQXLQJ� (GXFDWLRQ
6\VWHP� �$,$�&(6��� � $,$�PHPEHUV�ZKR� SDUWLFLSDWH� LQ�0&332� SURJUDP
FRXUVHV�ZLOO�UHFHLYH�FRQWLQXLQJ�HGXFDWLRQ�FUHGLW�IURP�WKH�$,$�

7KH� SURJUDP¶V� VHPLQDUV�� SUHVHQWHG� LQ�PRUH� WKDQ� ��� GLIIHUHQW� ORFDWLRQV
DURXQG� WKH� VWDWH�� DWWUDFWHG� RYHU� ������ DWWHQGHHV� LQ� ������ � 7KH� 2IILFH
FRQWLQXHG� WR� RIIHU� WKUHH� WKUHH�GD\� VHPLQDUV� LQ� WKH� 0&332� SURJUDP�
3XEOLF�&RQWUDFWLQJ�2YHUYLHZ��ZKLFK� LV�D�SUHUHTXLVLWH� IRU�RWKHU�FRXUVHV
DQG� LQFOXGHV� VHJPHQWV� RQ� SXUFKDVLQJ� SULQFLSOHV�� HWKLFV�� DQG
0DVVDFKXVHWWV� SXUFKDVLQJ� ODZV�� 6XSSOLHV� DQG� 6HUYLFHV� &RQWUDFWLQJ�
ZKLFK� WUDLQV� SDUWLFLSDQWV� WR� XVH� LQYLWDWLRQV� IRU� ELGV� DQG� UHTXHVWV� IRU
SURSRVDOV� WR� PDNH� EHVW� YDOXH� SURFXUHPHQWV� RI� VXSSOLHV� DQG� VHUYLFHV
XQGHU�0�*�/��F����%��DQG�'HVLJQ�DQG�&RQVWUXFWLRQ�&RQWUDFWLQJ��ZKLFK
SURYLGHV� LQ�GHSWK� LQVWUXFWLRQ� LQ� WKH� SURFXUHPHQW� ODZV� JRYHUQLQJ� SXEOLF
FRQVWUXFWLRQ� LQ� 0DVVDFKXVHWWV� DQG� LQ� HIIHFWLYH� GHVLJQ� DQG� FRQVWUXFWLRQ
FRQWUDFW�DGPLQLVWUDWLRQ�
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´(YHU\�LQVWUXFWRU�WRRN�ZKDWHYHU�WLPH�ZDV�QHFHVVDU\�IRU�WKHLU�VXEMHFW�EXW�VWLOO
NHSW� WKH�SURJUDP�RQ�VFKHGXOH�� �(YHU\� LQVWUXFWRU�ZDV�DYDLODEOH� IRU�TXHVWLRQV
DIWHU� HDFK� VHJPHQW�� DQG� ZDV� YHU\� GRZQ� WR� HDUWK� LQ� WKHLU� DSSURDFK� WR� WKH
VXEMHFWV� DGGUHVVHG�� � ,� ZRXOG� UHFRPPHQG� WKLV� SURJUDP� WR� DQ\RQH� ZKR� LV
LQYROYHG�LQ�DQ\�IRUP�RI�SXUFKDVLQJ�RU�FRQWUDFWLQJ�µ

±������3XEOLF�&RQWUDFWLQJ�2YHUYLHZ�VHPLQDU�SDUWLFLSDQW

,Q� ������ WKH� 2IILFH� GHYHORSHG� WKH� 0DVVDFKXVHWWV� &HUWLILHG� 6WDWH
3XUFKDVLQJ� 2IILFLDO� �0&632�� GHVLJQDWLRQ� IRU� VWDWH� HPSOR\HHV� DQG
LQWURGXFHG�WKH�IRXU�GD\�6WDWH�&RQWUDFWLQJ�2YHUYLHZ�VHPLQDU���7KLV�FRUH
VHPLQDU��D�SUHUHTXLVLWH�IRU�WKH�DGYDQFHG�VHPLQDUV��SURYLGHV�LQVWUXFWLRQ�LQ
SURFXUHPHQW� IRU� DJHQFLHV� VXEMHFW� WR� WKH� MXULVGLFWLRQ� RI� WKH� 2SHUDWLRQDO
6HUYLFHV�'LYLVLRQ�

´([FHOOHQW�SURJUDP���(YHU\RQH�ZKR�GRHV�SXEOLF�SURFXUHPHQW�VKRXOG�WDNH�WKLV
VHPLQDU�µ

±������6WDWH�&RQWUDFWLQJ�2YHUYLHZ�VHPLQDU�SDUWLFLSDQW

(DFK�VHPLQDU�SURYLGHV� LQVWUXFWLRQ�E\�H[SHUWV�XVLQJ�D�YDULHW\�RI� WHDFKLQJ
PHWKRGV�±�LQFOXGLQJ�OHFWXUH��GLVFXVVLRQ��DQG�VPDOO�JURXS�H[HUFLVHV�±�DQG
FRQFOXGHV� ZLWK� D� ZULWWHQ� H[DPLQDWLRQ�� � 6HPLQDU� DWWHQGHHV� XVH� WKH
RSSRUWXQLWLHV�WR�QHWZRUN�ZLWK�RWKHU�SURFXUHPHQW�SURIHVVLRQDOV��DQG�EHQHILW
IURP� WKH� H[FKDQJH� RI� NQRZOHGJH� DQG� LGHDV� DPRQJ� WKH� VHPLQDU
SDUWLFLSDQWV� DV� ZHOO� DV� WKH� H[SHUWLVH� RI� WKH� 2IILFH¶V� SURFXUHPHQW
VSHFLDOLVWV�

(DFK� SDUWLFLSDQW� ZKR� VXFFHVVIXOO\� FRPSOHWHV� D� VHPLQDU� UHFHLYHV� D
FHUWLILFDWH� RI� FRPSOHWLRQ�� � 3XEOLF� SXUFKDVLQJ� RIILFLDOV� ZKR� FRPSOHWH
UHTXLVLWH�VHPLQDUV�DQG�PHHW�WKH�HGXFDWLRQDO�DQG�H[SHULHQFH�UHTXLUHPHQWV
EHFRPH�HOLJLEOH� WR�DSSO\� IRU�YDULRXV�0&332�GHVLJQDWLRQV�� � ,Q���������
SDUWLFLSDQWV� HDUQHG� RQH� RI� VHYHQ� SRVVLEOH� 0&332� GHVLJQDWLRQ� W\SHV�
EULQJLQJ�WKH�WRWDO�QXPEHU�RI�FHUWLILFDWLRQV�UHFHLYHG�WR�����VLQFH������

´7KHVH�WUDLQLQJ�VHVVLRQV�ZHUH�DV�JRRG�DV�DQ\�,·YH�SDUWLFLSDWHG�LQ�WKH�SULYDWH
VHFWRU�RU�DW�XQLYHUVLWLHV���(YHU\RQH�LQYROYHG�VKRXOG�EH�YHU\�SURXG�µ

±� �����'HVLJQ�DQG�&RQVWUXFWLRQ�&RQWUDFWLQJ�VHPLQDU�SDUWLFLSDQW
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7KH� IROORZLQJ� WDEOH� LOOXVWUDWHV� WKH�GHVLJQDWLRQV�DZDUGHG�E\� WKH�2IILFH� LQ
�����

'HVLJQDWLRQ 1XPEHU

0&332 ��

$VVRFLDWH�0&332 ��

0&332�IRU�6XSSOLHV�DQG�6HUYLFHV�&RQWUDFWLQJ ��

$VVRFLDWH�0&332�IRU�6XSSOLHV�DQG�6HUYLFHV�&RQWUDFWLQJ ��

0&332�IRU�'HVLJQ�DQG�&RQVWUXFWLRQ�&RQWUDFWLQJ �

$VVRFLDWH�0&332�IRU�'HVLJQ�DQG�&RQVWUXFWLRQ�&RQWUDFWLQJ �

0&632�IRU�'HVLJQ�DQG�&RQVWUXFWLRQ�&RQWUDFWLQJ �

���

0&332V�PXVW�PDLQWDLQ�WKHLU�NQRZOHGJH�DQG�VNLOOV�DQG�GRFXPHQW�DW�OHDVW
��� KRXUV� RI� FRQWLQXLQJ� SURIHVVLRQDO� HGXFDWLRQ� WR� DFKLHYH� UHFHUWLILFDWLRQ
HYHU\�WKUHH�\HDUV�

´,�KDYH�EHHQ�YHU\�LPSUHVVHG�ZLWK�WKH�WKUHH�VHPLQDU�VHVVLRQV���7KH�FRQWHQW�DQG
WKH� NQRZOHGJH� OHYHO� RI� WKH� LQVWUXFWRUV� ZDV� H[FHOOHQW�� � 7KH� LQVWUXFWRUV
GHPRQVWUDWHG�DQ�XQGHUVWDQGLQJ�RI� WKH� UHDO� LVVXHV� WKDW�ZH�HQFRXQWHU�DOPRVW
GDLO\���7KHVH�VHVVLRQV�ZHUH�WLPH�ZHOO�VSHQW���,�ZRXOG�EH�YHU\�PXFK�LQWHUHVWHG
LQ� IXWXUH� IROORZ�XSV�� HYHQ� WKRVH� EH\RQG� UHFHUWLILFDWLRQ� UHTXLUHPHQWV�� � *UHDW
MRE�µ

±������6XSSOLHV�DQG�6HUYLFHV�&RQWUDFWLQJ�VHPLQDU�SDUWLFLSDQW

0&332�&RQWLQXLQJ�(GXFDWLRQ

,Q� DGGLWLRQ� WR� WKH� FRUH� FXUULFXOXP� VHPLQDUV� ZKLFK� FRPSURPLVH� WKH
FHUWLILFDWLRQ�SURJUDP��WKH�0&332�SURJUDP�DOVR�LQFOXGHV�YDULRXV�QRQ�FRUH
FXUULFXOXP� VHPLQDUV�� � ,Q� ������ WKH� 2IILFH� FRQWLQXHG� WR� RIIHU� %LGGLQJ
%DVLFV�DQG�&RQWUDFW�$GPLQLVWUDWLRQ��D�KDOI�GD\�VHPLQDU�ILUVW�RIIHUHG�LQ
��������7ZHOYH�VHPLQDUV�ZHUH�FRQGXFWHG�LQ�YDULRXV�ORFDWLRQV�WKURXJKRXW
WKH� VWDWH� LQ� ������ LQFOXGLQJ� 1DXVHW�� 'DQYHUV�� /RZHOO�� (DVWRQ�� +DOLID[�
0HOURVH��+DUZLFK��%UDLQWUHH��0HGIRUG��*DUGQHU��*ORXFHVWHU��DQG�%RVWRQ�
ZLWK�RYHU�����DWWHQGHHV�
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´*UHDW� VHPLQDU� IRU� EHJLQQHUV� DQG� IRU� WKRVH� RI� XV� ZKR� QHHG� D� UHIUHVKHU
FRXUVH�µ

±������%LGGLQJ�%DVLFV�DQG�&RQWUDFW�$GPLQLVWUDWLRQ�VHPLQDU�SDUWLFLSDQW

6LQFH�WKH�EHJLQQLQJ�RI�������WKH�2IILFH�KDV�LQWURGXFHG�WKUHH�QHZ�QRQ�FRUH
FXUULFXOXP�VHPLQDUV���7KH�2IILFH�GHYHORSHG�%LGGLQJ�IRU�%HWWHU�5HVXOWV
LQ� UHVSRQVH� WR� UHTXHVWV� IURP� ORFDO� MXULVGLFWLRQV� IRU� PRUH� DGYDQFHG
SURFXUHPHQW� WUDLQLQJ�� � 3DUWLFLSDQWV� SUDFWLFH� ZULWLQJ� DQG� FULWLTXLQJ
VSHFLILFDWLRQV� WR� PD[LPL]H� EHVW� YDOXH� SURFXUHPHQWV� RI� VXSSOLHV� DQG
VHUYLFHV�� WKH\� DOVR� OHDUQ� KRZ� WR� KDQGOH� ODWH� ELGV� DQG� KRZ� WR� DYRLG� WKH
DSSHDUDQFH�RI�ELG�VSOLWWLQJ���7KLV�RQH�GD\�VHPLQDU�TXDOLILHV�IRU�FRQWLQXLQJ
HGXFDWLRQ�FUHGLWV�WRZDUG�WKH�0&332�UHFHUWLILFDWLRQ�UHTXLUHPHQW�

´7KH�0&332�3URJUDP�DQG�UHFHUWLILFDWLRQ�VHPLQDUV�FRQWLQXH�WR�EH�D�YDOXDEOH
VRXUFH�LQ�FODULI\LQJ�&KDSWHU���%���,W�KHOSV�PH�D�JUHDW�GHDO�LQ�P\�GD\�WR�GD\�MRE
LQ�DYRLGLQJ�WKH�PDQ\�SLWIDOOV�E\�DWWHQGLQJ�WKHVH�VHPLQDUV�µ

±������%LGGLQJ�IRU�%HWWHU�5HVXOWV�VHPLQDU�SDUWLFLSDQW

/RFDO�*RYHUQPHQW�5HDO�3URSHUW\�7UDQVDFWLRQV�8QGHU�0�*�/��F����%�
D� RQH�GD\� VHPLQDU�� ZDV� GHYHORSHG� WR� SURYLGH� DGYDQFHG� WUDLQLQJ� LQ� WKH
UHTXHVW� IRU� SURSRVDO� SURFHVV� IRU� WKH� DFTXLVLWLRQ� DQG� GLVSRVLWLRQ� RI� UHDO
SURSHUW\�FRQGXFWHG�E\�ORFDO�SXEOLF�RIILFLDOV���)LYH�VHPLQDUV�ZHUH�DWWHQGHG
E\�D�WRWDO�RI�����SDUWLFLSDQWV��VLWHV�UDQJHG�IURP�$PKHUVW�WR�%RVWRQ���7KH
VHPLQDU� TXDOLILHV� IRU� FRQWLQXLQJ� HGXFDWLRQ� FUHGLWV� WRZDUG� WKH� 0&332
UHFHUWLILFDWLRQ�UHTXLUHPHQW�

´3UHVHQWDWLRQ�ZDV�ZHOO� RUJDQL]HG�� LQVWUXFWRUV�ZHUH� H[WUHPHO\�ZHOO�YHUVHG� LQ
PDWHULDO�FRYHUHG���2WKHU�SDUWLFLSDQW·V�H[SHULHQFHV�LQ�WKHLU�MREV�ZLWK�FLWLHV�DQG
WRZQV�ZHUH�H[WUHPHO\�LQWHUHVWLQJ�WR�KHDU�DERXW�µ

±������5HDO�3URSHUW\�VHPLQDU�SDUWLFLSDQW

,Q� WKH� VSULQJ� RI� ������ WKH� 2IILFH� LQWURGXFHG� D� QHZ�0&332� FRQWLQXLQJ
HGXFDWLRQ� FRXUVH�� 6SRWOLJKW� RQ� 6FKRROV�� 3URFXUHPHQW� ,VVXHV�
&KDOOHQJHV��DQG�7UHQGV��IRFXVLQJ�RQ�WKH�VSHFLDOL]HG�LVVXHV�FRQIURQWLQJ
VFKRRO�EXVLQHVV�RIILFLDOV�DQG�VWDII�PHPEHUV���'XULQJ�WKLV�VL[�KRXU�VHPLQDU�
SDUWLFLSDQWV� DSSO\� WKH� SULQFLSOHV� RI� SXEOLF� SURFXUHPHQW� WR� WUDGLWLRQDO� DQG
HPHUJLQJ�DUHDV�RI�VFKRRO�EX\LQJ�
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7KH� 2IILFH� DOVR� LQWURGXFHG� 'UDIWLQJ� D� 0RGHO� ,QYLWDWLRQ� )RU� %LGV�� D
FRQWLQXLQJ�HGXFDWLRQ�FRXUVH�RIIHUHG� LQ�DQ� LQGLYLGXDOL]HG�FRPSXWHU�EDVHG
WUDLQLQJ�PRGHO�� � ,Q� WKLV�FRXUVH��SDUWLFLSDQWV�DUH�SURYLGHG�ZLWK�D� WHPSODWH
,QYLWDWLRQ�IRU�%LGV��,)%��RQ�FRPSXWHU�GLVN��WKHQ�IROORZ�LQVWUXFWLRQV�WR�GUDIW�D
FRPSOHWH� ,)%� IRU� FRXUVH� FUHGLW�� � 3DUWLFLSDQWV� ZRUN� ZLWK� DQ� DVVLJQHG
DWWRUQH\�WR�UHYLVH�WKHLU�,)%V�

$V�WKH�VHPLQDU�DWWHQGDQFH�FKDUW�EHORZ�VKRZV��WKH�QXPEHU�RI�LQGLYLGXDOV
EHQHILWLQJ�IURP�WKH�0&332�SURJUDP�KDV�LQFUHDVHG�VXEVWDQWLDOO\�VLQFH�WKH
SURJUDP¶V� LQFHSWLRQ� LQ� ������ � 1RWH� WKDW� %LGGLQJ� IRU� %HWWHU� 5HVXOWV� DQG
/RFDO�*RYHUQPHQW�5HDO�3URSHUW\�7UDQVDFWLRQV�8QGHU�0�*�/��F����%�ZHUH
ERWK�ILUVW�RIIHUHG�LQ������

7KH� IROORZLQJ� WDEOH� OLVWV� WKH� QXPEHU� RI� VHPLQDUV� GHOLYHUHG� DQG� WRWDO
DWWHQGDQFH�DW�HDFK�VHPLQDU�WKURXJKRXW������

6HPLQDU 1XPEHU $WWHQGDQFH

3XEOLF�&RQWUDFWLQJ�2YHUYLHZ � ���

6XSSOLHV�DQG�6HUYLFHV�&RQWUDFWLQJ � ���

'HVLJQ�DQG�&RQVWUXFWLRQ�&RQWUDFWLQJ � ���

%LGGLQJ�%DVLFV�DQG�&RQWUDFW�$GPLQLVWUDWLRQ �� ���

%LGGLQJ�IRU�%HWWHU�5HVXOWV � ��

/RFDO�*RYHUQPHQW�5HDO�3URSHUW\
7UDQVDFWLRQV�8QGHU�0�*�/��F����%

� ���

6WDWH�&RQWUDFWLQJ�2YHUYLHZ � ��

727$/ �� �����

MCPPO Seminar Attendance
(Total = 3,136)
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5HDO�(VWDWH�'HDOLQJV

7KH�2IILFH� UHYLHZV� D� YDULHW\� RI� UHDO� SURSHUW\� WUDQVDFWLRQV� HDFK� \HDU� WR
HQVXUH� WKDW� WKH� SXEOLF� LQWHUHVW� LV� DGHTXDWHO\� SURWHFWHG�� � ,Q� DGGLWLRQ�� WKH
/HJLVODWXUH� IUHTXHQWO\� PDQGDWHV� WKDW� WKH� 2IILFH� UHYLHZ� DQG� DSSURYH
LQGHSHQGHQW� DSSUDLVDOV� RI� UHDO� SURSHUW\� LQWHUHVWV� EHLQJ� FRQYH\HG� RU
DFTXLUHG�E\�WKH�VWDWH��FRXQWLHV��DQG�PXQLFLSDOLWLHV���7KH�2IILFH�SURYLGHV�D
UHSRUW�RQ�HDFK�DSSUDLVDO�WR�WKH�&RPPLVVLRQHU�RI�WKH�'LYLVLRQ�RI�&DSLWDO�$VVHW
0DQDJHPHQW� �'&$0�� IRU� VXEPLVVLRQ� WR� WKH� /HJLVODWLYH� &RPPLWWHHV� RQ
:D\V�DQG�0HDQV�DQG�6WDWH�$GPLQLVWUDWLRQ���7KH�2IILFH�DOVR�UHYLHZV�DQG
FRPPHQWV� RQ� WKH� UHOHDVH� GHHGV� DQG� DJUHHPHQWV� HIIHFWLQJ� WKH
FRQYH\DQFHV���,Q�������WKH�/HJLVODWXUH�SDVVHG����PDQGDWHV�UHTXLULQJ�WKH
DSSURYDO�RI�WKH�2IILFH�

1RUWKDPSWRQ�6WDWH�+RVSLWDO�5HGHYHORSPHQW�3URMHFW

3XUVXDQW� WR� 6HFWLRQ� ��� RI� &KDSWHU� ��� RI� WKH� $FWV� RI� ������ WKH� 2IILFH
UHYLHZHG�WKH�WKUHH�VHSDUDWH�DSSUDLVDOV�DQG�WKH�VXSSOHPHQWDO�GRFXPHQWV
UHODWLQJ� WR� WKH� 1RUWKDPSWRQ� 6WDWH� +RVSLWDO� 5HGHYHORSPHQW� 3URMHFW�
6HFWLRQ� ��� UHTXLUHG� WKDW� WKUHH� LQGHSHQGHQW� DSSUDLVDOV� EH� FRQGXFWHG� WR
GHWHUPLQH�WKH�IDLU�PDUNHW�YDOXH�HVWLPDWHV�IRU�WKH�LQGLYLGXDO�SKDVHV�RI�WKH
DQWLFLSDWHG�FRQYH\DQFH�DQG�GHYHORSPHQW�RI�WKH�����������DFUH�SDUFHO�DQG
UHTXLUHG�WKH�,QVSHFWRU�*HQHUDO�WR�DSSURYH�WKH�PHWKRGRORJ\�XVHG�WR�PDNH
WKLV�GHWHUPLQDWLRQ�� �7KH�ILQDO�PDUNHW�YDOXH�ZDV�WR�EH�WKH�DYHUDJH�RI� WKH
WKUHH�DSSUDLVDOV���,Q�D�1RYHPEHU������OHWWHU��WKH�2IILFH�DGYLVHG�WKH�'&$0
&RPPLVVLRQHU�WKDW�WKH�2IILFH�ZDV�QRW�DEOH�WR�DSSURYH�WKH�PHWKRGRORJLHV
XWLOL]HG�LQ�WKHVH�DSSUDLVDOV�WKDW�UHVXOWHG�LQ�DUWLILFLDO�PDUNHW�YDOXHV�

´7KH�GHYHORSHU� LV�DFTXLULQJ�DQ�RSWLRQ� WR�EX\� LQ� WKH� IXWXUH�DW� WRGD\·V�GROODU�
$SSO\LQJ� D� VWDQGDUG� GLVFRXQW� RQ� WKLV� RSWLRQ� ILQDQFLDOO\� KDUPV� WKH
&RPPRQZHDOWK�DQG�GLVSURSRUWLRQDWHO\�IDYRUV�WKH�GHYHORSHU�µ

±�,*�OHWWHU�WR�'&$0�&RPPLVVLRQHU��1RYHPEHU�����

7KH� DSSUDLVHUV� KDG� QRW� FRQVLGHUHG� WKH� SURYLVLRQ� LQ� WKH� EXVLQHVV� SODQ
PDQGDWLQJ� WKDW� DOO� HQKDQFHPHQW� YDOXH� DFFUXH� WR� WKH� GHYHORSHU� ZKLOH
DXWKRUL]LQJ� WKH�GHYHORSHU� WR� ³IOLS´� WKH�SDUFHOV�±� L�H���VHOO� LPPHGLDWHO\�� � ,Q
WKLV�VFHQDULR��WKH�GHYHORSHU�FRXOG�UHDOL]H�DQ�LPPHGLDWH��VXEVWDQWLDO�SURILW�
,Q� WKH� 2IILFH¶V� RSLQLRQ�� WKH� DSSUDLVHUV� VKRXOG� KDYH� FRPPHQWHG� RQ� WKLV
LPPHGLDWH�UHVDOH�RSWLRQ�LQ�OLJKW�RI�WKH�HQKDQFHPHQW�YDOXH�LVVXH���'&$0
KDG�GLUHFWHG�WKH�DSSUDLVHUV�WR�FRPSO\�ZLWK�K\SRWKHWLFDO�FRQVWUDLQWV�WKDW��LQ
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WKH�2IILFH¶V�RSLQLRQ��PDGH�WKH�DSSUDLVDOV�OHVV�WKDQ�LQGHSHQGHQW�DSSUDLVDOV
RI�PDUNHW�YDOXH�

7KH�2IILFH�DOVR�DGYLVHG� WKH�'&$0�&RPPLVVLRQHU�RI� LWV�FRQFHUQV�DERXW
HOHPHQWV�WKDW�ZHUH�QRW�FRQVLGHUHG�LQ�WKHVH�FRPSOH[�DSSUDLVDOV�FRQGXFWHG
WR�GHWHUPLQH�PDUNHW�YDOXH�RI�WKH�IRUPHU�1RUWKDPSWRQ�6WDWH�+RVSLWDO�VLWH�
,Q�PHHWLQJV�ZLWK�'&$0�VWDII�DQG�WKH�VHOHFWHG�DSSUDLVHUV�DQG�ODWHU�LQ�RQH
RI� WKH� DSSUDLVDOV�� LW� ZDV� QRWHG� WKDW� WKHVH� WKUHH� LQGHSHQGHQW� DSSUDLVDOV
ZRXOG� QRW� EH� FRQGXFWHG� DFFRUGLQJ� WR� WKH� 8QLIRUP� 6WDQGDUGV� RI
3URIHVVLRQDO� $SSUDLVDO� 3UDFWLFHV� DQG� WKDW� '&$0¶V� LQVWUXFWLRQV� ZRXOG
UHVXOW�LQ�MXULVGLFWLRQDO�H[FHSWLRQV�WR�WKHVH�VWDQGDUG�SURFHGXUHV�DQG�FRXOG
KDYH�DQ�LPSDFW�RQ�WKH�RYHUDOO�YDOXDWLRQ�FRQFOXVLRQV��7KH�&RPPRQZHDOWK
WKXV�VWRRG� WR� UHFHLYH�D�VXP�WKDW�GLG�QRW� UHSOLFDWH�DQ\�DSSUHFLDWLRQ� IURP
HDUOLHU� SKDVHV� RI� WKH� FRPSOHWHG� SURMHFW�� � $GGLWLRQDOO\�� WKHVH� HVWLPDWHG
YDOXHV� ZHUH� QRW� DGMXVWHG� WR� UHIOHFW� WKH� YDOXH� RI�PRQH\� RYHU� WLPH�� 7KH
QDUUDWLYH� VWDWHG� WKDW� D� ORW¶V� FXUUHQW� HVWLPDWHG� YDOXH� ZDV� ��������� � %\
SD\LQJ� WKH� FXUUHQW�PDUNHW� YDOXH� LQ� IXWXUH� \HDUV�� WKH� ORW� ZRXOG� FRVW� WKH
GHYHORSHU���������HYHQ�WKRXJK�WKLV�VDPH�ORW�FRXOG�KDYH�DSSUHFLDWHG� WR
��������LQ����\HDUV¶�WLPH�

7KH� &RPPRQZHDOWK� ZDV� VFKHGXOHG� WR� H[SHQG� DSSUR[LPDWHO\� ������
PLOOLRQ� IRU� GHPROLWLRQ� DQG� VLWH� FOHDQ�XS�� � 7KH� DYHUDJH� RI� WKH� WKUHH
DSSUDLVDOV¶� PDUNHW� YDOXH� UHVXOWHG� LQ� D� ������ PLOOLRQ� SD\PHQW� WR� WKH
&RPPRQZHDOWK� IRU� WKH� 1RUWKDPSWRQ� SDUFHO�� WKXV�� WKH� &RPPRQZHDOWK
ZRXOG�QHW�PLQXV��������PLOOLRQ�ZKHQ�LW�VROG�WKH�SDUFHO�

7KH�2IILFH�FRQWDFWHG�RQH�DSSUDLVHU�EHFDXVH�KH�KDG�PDGH����VHSDUDWH
PLVFDOFXODWLRQV� DQG� HUURUV� UHODWLQJ� WR� WKH� IRUPXODV� LQ� WKH� FHOOV� RI� WKH
VSUHDGVKHHW���7KH�DSSUDLVHU�DJUHHG�ZLWK�WKH�2IILFH¶V�ILQGLQJV�DQG�DJUHHG
WR� FRUUHFW� WKH� PLVFDOFXODWLRQV�� � 7KH� DSSUDLVHU� VHQW� KLV� UHYLVLRQV� WR� WKH
2IILFH� DQG� '&$0� DQG�� ZLWKRXW� H[SODQDWLRQ�� DOVR� FKDQJHG�PDQ\� RI� KLV
RULJLQDO�DVVXPSWLRQV���8OWLPDWHO\��WKHVH�PDQLSXODWLRQV�UHVXOWHG�LQ�D�VPDOO
FKDQJH� LQ� WKH�VXEVHTXHQW�YDOXDWLRQ�RXWFRPHV�� UDWKHU� WKDQ� UHYHDOLQJ� WKH
VXEVWDQWLDO�ZRUWK�RI�WKH�RULJLQDO�PLVFDOFXODWLRQV�DQG�RPLVVLRQV���7KH�2IILFH
GLG�QRW�ILQG�WKLV�VXEVHTXHQW�GHWHUPLQDWLRQ�RI�PDUNHW�YDOXH�WR�EH�SODXVLEOH
DQG�UHMHFWHG�WKH�DPHQGPHQWV�VXEPLWWHG�WR�WKH�2IILFH�

$V� GHSLFWHG�� WKH� DSSUDLVDOV� ZHUH� FRQGXFWHG� DV� LI� HDFK� SKDVH� ZHUH
DYDLODEOH� IRU� GHYHORSPHQW�� LQGHSHQGHQW� RI� HDFK� RWKHU� DQG� DVVXPLQJ� DOO
LQIUDVWUXFWXUH� UHTXLUHPHQWV� KDG� EHHQ� FRPSOHWHG�� � ,Q� HIIHFW�
QRWZLWKVWDQGLQJ� WKH� FRQVLGHUDEOH� WKRXJKW� DQG�ZRUN� WKDW�ZHQW� LQWR� WKHVH
WKUHH� DSSUDLVDOV�� WKH� PHWKRGRORJLHV�� UHFRQFLOLDWLRQ�� DQG� ILQDO� YDOXH
HVWLPDWHV� VKHG� OLWWOH� OLJKW� RQ� WKH� VXEMHFW� SURSHUW\¶V� PDUNHW� YDOXH�� � 7KH
2IILFH�DVNHG�WKH�WKUHH�DSSUDLVHUV�WR�LQGHSHQGHQWO\�UHVSRQG�WR�WKH�LVVXHV
UDLVHG� LQ� WKH� 2IILFH¶V� UHVSRQVH� DQG� WR� GHWHUPLQH� D� EXON� YDOXH� RI� WKH
1RUWKDPSWRQ�SDUFHO�
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1RUWKDPSWRQ�(DVHPHQWV

7KH�2IILFH� DOVR� UHYLHZHG� WKUHH� DSSUDLVDOV� FRPPLVVLRQHG� E\� '&$0� IRU
HDVHPHQWV� RQ� ODQG� DW� WKH� IRUPHU� 1RUWKDPSWRQ� 6WDWH� +RVSLWDO� WR� EH
JUDQWHG�WR�6PLWK�&ROOHJH�LQ�1RUWKDPSWRQ���7KH�2IILFH�GLG�QRW�DSSURYH�RI
WKH�PHWKRGRORJ\�HPSOR\HG� LQ�RQH�RI� WKH�DSSUDLVDOV�� �7KH�2IILFH�DJUHHG
WKDW� D� VDOHV� FRPSDULVRQ� DSSURDFK� WR� GHWHUPLQH� WKH� YDOXH� RI� WKH
HDVHPHQWV� ZDV� DQ� DSSURSULDWH� FKRLFH�� KRZHYHU�� WKH� ILYH� FRPSDUDEOH
VDOHV� WKDW� WKH� DSSUDLVHU� KDG� VHOHFWHG� IRU� FRPSDULVRQ� GLG� QRW� VKDUH
VLPLODULWLHV�WR�WKH�1RUWKDPSWRQ�SURSHUW\���7KH�ILYH�FRPSDUDEOH�VDOHV�ZHUH
FRPSDUHG�WR�HDFK�RWKHU��EXW�ZHUH�QRW�MXGJHG�DJDLQVW�WKH�VXEMHFW�SURSHUW\�
DV�WKH\�VKRXOG�KDYH�EHHQ�LQ�D�VDOHV�FRPSDULVRQ�DSSURDFK�WR�YDOXH����,Q
6HSWHPEHU�������WKH�2IILFH�UHYLHZHG�WKH�UHYLVHG�DSSUDLVDO�DQG�DSSURYHG
WKH�PHWKRGRORJLHV�DQG�WKH�FRQVLGHUDWLRQ�RI�����������WR�EH�SDLG�E\�6PLWK
&ROOHJH�IRU�WKH�HDVHPHQWV�

6WDWH� &RQVHUYDWLRQ� /DQG� &RQYH\DQFH� WR� WKH� )RUHVW� +LOOV

&HPHWHU\�$VVRFLDWLRQ

&KDSWHU����RI�WKH�$FWV�RI������DXWKRUL]HG�'&$0�WR�VHOO�D����DFUH�SDUFHO
RI�VWDWH�FRQVHUYDWLRQ� ODQG� ORFDWHG� LQ� WKH�5RVOLQGDOH�VHFWLRQ�RI�%RVWRQ� WR
WKH� )RUHVW� +LOOV� &HPHWHU\� $VVRFLDWLRQ� �)+&$�� IRU� FHPHWHU\� XVHV�� � 7KH
)+&$� ZDV� UHTXLUHG� WR� SD\� IXOO� PDUNHW� YDOXH� DV� GHWHUPLQHG� E\� DQ
LQGHSHQGHQW�DSSUDLVDO�DQG�WKH�,QVSHFWRU�*HQHUDO�ZDV�UHTXLUHG�WR�UHYLHZ
DQG� DSSURYH� WKH� DSSUDLVDO� DV� ZHOO� DV� WKH� PHWKRGRORJ\� XWLOL]HG� IRU� WKH
DSSUDLVDO�� � 7KH�2IILFH� UHYLHZHG� WKH� DSSUDLVDO� RI� WKLV� SDUFHO� DQG� DJUHHG
ZLWK� WKH� DSSUDLVHU� WKDW� DOWKRXJK� WKH� VXEMHFW� SURSHUW\� ZDV� ORFDWHG� LQ� D
&RPPXQLW\�)DFLOLWLHV�6XEGLVWULFW��ZKLFK�GRHV�QRW�DOORZ�DQ\�IXQHUDU\�XVHV�
WKH�&LW\�RI�%RVWRQ�ZRXOG�H[HUFLVH� LWV� MXULVGLFWLRQ�RYHU� WKLV�XVH�DQG�DOORZ
WKH�)+&$� WR�GHYHORS� WKH�SDUFHO� IRU� FHPHWHU\�SXUSRVHV�� � 7KH�DSSUDLVHU
GHWHUPLQHG� WKDW� WKH� VXEMHFW� SURSHUW\¶V� KLJKHVW� DQG� EHVW� XVH�� DV� WKRXJK
YDFDQW�DQG�DYDLODEOH�IRU�GHYHORSPHQW��ZRXOG�EH�IRU�FHPHWHU\�SXUSRVHV�RU
RWKHU� RSHQ� VSDFH� XVHV�� � 7\SLFDOO\�� RSHQ� VSDFH� LV� ODQG� GHVLJQDWHG� IRU
SDVVLYH�UHFUHDWLRQ�RU�RWKHU�QRQ�EXLOGLQJ�XVHV���$OWKRXJK�D�FHPHWHU\�KDV
IHZ� EXLOGLQJV� DQG� FDQ� EH� XVHG� IRU� SDVVLYH� UHFUHDWLRQ�� WKLV� SDUFHO� ZDV
EHLQJ� FRQYH\HG� WR� WKH� )+&$� IRU� GHYHORSPHQW� DQG� VXEGLYLVLRQ� XVH� DV
FHPHWHU\� SORWV�� � ,Q� D� 0DUFK� ����� OHWWHU�� WKH� 2IILFH� DGYLVHG� WKH� $FWLQJ
'&$0� &RPPLVVLRQHU� WKDW� WKH� PHWKRGRORJ\�� RSLQLRQV�� DQG� DQDO\VLV
LQFOXGHG� LQ� WKH�DSSUDLVDO�ZHUH�QRW�DSSURSULDWHO\�VXSSRUWHG��DQG� WKH� ILQDO
YDOXH� FRQFOXVLRQ�ZDV� QRW� VXSSRUWHG� E\� WKH� GDWD� SUHVHQWHG�� � 7KXV�� WKH
2IILFH�UHMHFWHG�WKH�DSSUDLVDO�RQ�WKH�JURXQGV�WKDW� WKH�SDUFHO�VKRXOG�KDYH
EHHQ� DSSUDLVHG� E\� XWLOL]LQJ� D� VXEGLYLVLRQ� GHYHORSPHQW� DSSURDFK� WR
HVWLPDWH�LWV�PDUNHW�YDOXH�
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6WDWH�/DQG�&RQYH\DQFH�WR�WKH�7RZQ�RI�$JDZDP

&KDSWHU�����RI�WKH�$FWV�RI������UHTXLUHG�WKH�2IILFH�WR�UHYLHZ�DQG�DSSURYH
WKH�DSSUDLVDOV�DQG�PHWKRGRORJ\�XVHG�WR�GHWHUPLQH�WKH�IXOO�DQG�IDLU�PDUNHW
YDOXH�RI�WZR�SDUFHOV�RI�VWDWH�ODQG�WR�EH�FRQYH\HG�WR�WKH�7RZQ�RI�$JDZDP
IRU�UHFUHDWLRQDO�XVH�� � ,Q�D�0D\������OHWWHU�� WKH�2IILFH�DGYLVHG�WKH�$FWLQJ
'&$0�&RPPLVVLRQHU�RI�LWV�ILQGLQJV���7KH�ILUVW�DSSUDLVDO�ZDV�IRU�D�SDUFHO�RI
������ DFUHV� RI� YDFDQW� ODQG� IRU�ZKLFK� WKH� DSSUDLVHU� GHWHUPLQHG� WKDW� WKH
+LJKHVW�DQG�%HVW�8VH�IRU� WKH�SURSHUW\��JLYHQ� WKH� OHJDO� UHVWULFWLRQV� IRU� LWV
XVH�� ZDV� IRU� DJULFXOWXUDO�� KRUWLFXOWXUDO�� RU� UHFUHDWLRQDO� XVH�� � 7KH� 2IILFH
DSSURYHG�WKLV�PHWKRGRORJ\�DQG�WKH�HVWLPDWHG�PDUNHW�YDOXH�RI���������
IRU�WKLV�SDUFHO�

7KH��������DFUHV�RI�&RPPRQZHDOWK�ODQG�ORFDWHG�LQ�WKH�7RZQ�RI�$JDZDP
ZDV� OHJDOO\� UHVWULFWHG� WR� LQGXVWULDO� SDUN� SXUSRVHV� EXW� ZDV� ORFDWHG� LQ� DQ
DUHD�RI�UHVLGHQWLDO�RU�DJULFXOWXUDO�]RQLQJ�WKDW�GLG�QRW�SHUPLW�VXFK�XWLOL]DWLRQ�
6LQFH�VSHFLDO� OHJLVODWLRQ�KDG�DXWKRUL]HG� WKLV�FRQYH\DQFH� WR� WKH�7RZQ�RI
$JDZDP��LW�ZDV�UHDVRQDEOH�WR�DVVXPH�WKDW�WKH�DUHD�ZRXOG�EH�UH]RQHG�WR
DFFRPPRGDWH� WKH� XVH� UHVWULFWLRQ� FRQWDLQHG� LQ� WKH� $FW�� KRZHYHU�� WKH
DSSUDLVHU� GLG� QRW� PDNH� WKLV� DVVXPSWLRQ�� � $OWKRXJK� WKH� DSSUDLVHU
VXJJHVWHG�WKDW�VRPH�SRUWLRQ�RI�WKH�����DFUH�SDUFHO�FRXOG�EH�GHYHORSHG�DV
DQ�LQGXVWULDO�SDUN��QR�SRUWLRQ�ZDV�YDOXHG�DJDLQVW�RWKHU�SDUFHOV�WKDW�VROG�DV
LQGXVWULDO� GHYHORSPHQW� VLWHV�� � 7KH� FRPSDUDEOH� VDOHV� XVHG� LQ� WKH� VDOHV
FRPSDULVRQ�DSSURDFK� WR� YDOXH�DUH�VXLWDEOH� IRU� IDUPLQJ��FRQVHUYDWLRQ��RU
PRGHVW� UHVLGHQWLDO� GHYHORSPHQW�� � $OWKRXJK� WKH� 2IILFH� ZRXOG� KDYH
SUHIHUUHG� WKDW� WKH� DSSUDLVHU� FRQVLGHU� D� SRUWLRQ� RI� WKH� SDUFHO¶V� YDOXDWLRQ
EDVHG�XSRQ�VDOHV�RI�LQGXVWULDO�VLWHV�WR�UHIOHFW�WKH�SXUSRVH�RI�WKH�HQDEOLQJ
VWDWXWH�WKDW�DXWKRUL]HV�WKLV�VDOH�WR�D�QDPHG�SDUW\��WKH�2IILFH�DJUHHG�WKDW
WKH� H[WHQVLRQ� RI� VHZHU� OLQHV� FRXOG� EH� YHU\� H[SHQVLYH� DQG� SHUKDSV
GLPLQLVK� WKH� ILQDO�FDOFXODWLRQ�RI� WKH�YDOXH��7KXV�� WKH�2IILFH�DSSURYHG� WKH
PHWKRGRORJ\� DQG� ILQDO� GHWHUPLQDWLRQ� RI� WKH�PDUNHW� YDOXH� RI� WKH� VHFRQG
SDUFHO�DW����������QRWZLWKVWDQGLQJ�VRPH�UHVHUYDWLRQV�

6WDWH�/DQG�&RQYH\DQFH�WR�WKH�&LW\�RI�0HGIRUG

&KDSWHU����RI�WKH�$FWV�RI������DXWKRUL]HG�WKH�WUDQVIHU�RI�D����DFUH�SDUFHO
RI�VWDWH�SURSHUW\�IRU�RQH�GROODU�WR�WKH�&LW\�RI�0HGIRUG�IRU�UHFUHDWLRQ��RSHQ
VSDFH��DQG�HGXFDWLRQ�SXUSRVHV�� �$V�D�FRQGLWLRQ�RI� WKH�FRQYH\DQFH�� WKH
&LW\�ZDV�UHTXLUHG�WR�FRPSOHWH�WKH�UHVWRUDWLRQ�RI�WZR�VHFWLRQV�RI�IRRW�WUDLOV
DQG�UHIXUELVK�H[LVWLQJ�SOD\LQJ�ILHOGV�RQ�WKLV�SDUFHO�ZKLFK�LV�ORFDWHG�LQ�WKH
YLFLQLW\�RI�WKH�0\VWLF�5LYHU���7KH�2IILFH�DOVR�UHYLHZHG�WKH�FRVW�HVWLPDWH¶V�RI
WKHVH� VLWH� UHQRYDWLRQV�� � 7KH� FRVW� HVWLPDWH� IRU� WKH� ULYHU� IURQW� WUDLO
LPSURYHPHQWV� ZDV� ���������� UHQRYDWLRQ� RI� WKH� VRFFHU� ILHOG� DQG� OLWWOH
OHDJXH�ILHOG�ZDV�HVWLPDWHG�WR�FRVW�����������DQG�WKH�FRVW� WR�UHQRYDWH�D
VRIWEDOO� ILHOG� ZDV� ���������� � 7KH� 2IILFH� ZDV� UHTXLUHG� WR� UHYLHZ� DQG
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DSSURYH� WKH� DSSUDLVDO� DQG� PHWKRGRORJ\� XVHG� WR� GHWHUPLQH� WKH� PDUNHW
YDOXH�RI� WKH�SDUFHO��7KH�DSSUDLVDO� LQGLFDWHG� WKH� IDLU�PDUNHW� YDOXH�RI� WKH
SDUFHO�WR�EH������������6LQFH�WKH�FRVW�HVWLPDWH�RI�DQ\�RU�DOO�RI�WKH�UHTXLUHG
LPSURYHPHQWV� WR� WKH�SDUFHO�H[FHHGHG� WKH� LQGLFDWHG�PDUNHW� YDOXH� LQ� WKH
DSSUDLVDO�� WKH� 2IILFH� QRWLILHG� WKH� $FWLQJ� '&$0� &RPPLVVLRQHU� LQ� D
)HEUXDU\������OHWWHU�WKDW�WKH�FRQYH\DQFH�IRU�RQH�GROODU�ZDV�DSSURSULDWH�

6WDWH� /DQG� &RQYH\DQFH� WR� WKH� 7DXQWRQ� 'HYHORSPHQW

&RUSRUDWLRQ

&KDSWHU�����RI�WKH�$FWV�RI������UHTXLUHG�WKH�2IILFH�WR�UHYLHZ�DQ�DSSUDLVDO
DQG�PHWKRGRORJ\�XVHG�WR�GHWHUPLQH�WKH�PDUNHW�YDOXH�RI�WKUHH�SDUFHOV�RI
VWDWH� ODQG� FRQWDLQLQJ� DSSUR[LPDWHO\� ���� DFUHV� ORFDWHG� LQ� WKH� FLW\� RI
7DXQWRQ���7KLV�SURSHUW\�ZDV�EHLQJ�FRQYH\HG�WR�WKH�7DXQWRQ�'HYHORSPHQW
&RUSRUDWLRQ� �7'&�� IRU� PXQLFLSDO� LQGXVWULDO� GHYHORSPHQW� SXUSRVHV�� � ,Q
FRQGXFWLQJ�WKLV�UHYLHZ��WKH�2IILFH�UHYLHZHG�D�UHSRUW�SUHSDUHG�SXUVXDQW�WR
D� ILHOG� LQYHVWLJDWLRQ� WKDW� HVWLPDWHG� WKH� SRWHQWLDO� UHPHGLDWLRQ� FRVWV� WR
DFKLHYH�FORVXUH�XQGHU�WKH�0DVVDFKXVHWWV�&RQWLQJHQF\�3ODQ���7KH�PDUNHW
YDOXH�HVWLPDWH�RI�WKLV�SURSHUW\�ZDV�GHWHUPLQHG�EDVHG�XSRQ�D�KLJKHVW�DQG
EHVW�XVH�IRU�LQGXVWULDO�SXUSRVHV���7KH�LQLWLDO�PDUNHW�YDOXH�ZDV�����������
OHVV�WKH�HQYLURQPHQWDO�FOHDQXS�HVWLPDWLRQ�RI������������FRQWDLQHG�LQ�WKH
UHSRUW�� � ,Q� D� -XQH� ����� OHWWHU� WR� WKH� '&$0� &RPPLVVLRQHU�� WKH� 2IILFH
DSSURYHG�WKH�PHWKRGRORJ\�DQG�ILQDO�PDUNHW�YDOXH�FRQFOXVLRQ�RI���������
EDVHG�RQ�WKLV�DQDO\VLV���%DVHG�RQ�WKH�2IILFH¶V�UHYLHZ�RI�WKH�UHOHDVH�GHHG
IRU�WKH�FRQYH\DQFH�RI�WKH�WKUHH�SDUFHOV�WR�WKH�7'&��WKH�2IILFH�DJUHHG�ZLWK
WKH�VWLSXODWLRQ�WKDW�OLDELOLW\�IRU�DQ\�KD]DUGRXV�FRQGLWLRQV�SUHVHQW�LQ�DQ\�RI
WKH� SDUFHOV�� UHJDUGOHVV� RI� LWV� H[WHQW� RU� PDJQLWXGH�� ZRXOG� EHFRPH� WKH
UHVSRQVLELOLW\�RI�7'&�

$SSUDLVDO�RI�WKH�)RUPHU�5HJLVWU\�RI�0RWRU�9HKLFOHV�%XLOGLQJ

6HFWLRQ����RI�&KDSWHU�����RI�WKH�$FWV�RI������UHTXLUHG�WKH�2IILFH�WR�UHYLHZ
DQG�DSSURYH� WKH�DSSUDLVDO�DQG�H[DPLQH� WKH�PHWKRGRORJ\�XWLOL]HG� LQ� WKH
DSSUDLVDO�RI�WKH�IRUPHU�5HJLVWU\�RI�0RWRU�9HKLFOHV�EXLOGLQJ�ORFDWHG�DW����
1DVKXD� 6WUHHW� LQ� %RVWRQ� DQG� WKH� DGMDFHQW� SURSHUW\� IRUPHUO\� RZQHG� E\
7ULJHQ�%RVWRQ� (QHUJ\� &RUSRUDWLRQ�� � 7KH� IRUPHU� 5HJLVWU\� EXLOGLQJ� KDG
EHHQ�GHPROLVKHG��DQG�WKH�SURSHUW\�FRQWDLQHG���������VTXDUH�IHHW�� �7KH
2IILFH�UHYLHZHG�DQ�DSSUDLVDO�GDWHG�-XQH���������WKDW�GLG�QRW�UHSUHVHQW�D
FXUUHQW� IXOO�DQG� IDLU�PDUNHW�YDOXH�RI� WKH�VXEMHFW�SURSHUW\�� �7KH�DSSUDLVDO
ZDV�FRPSOHWHG�SULRU�WR�WKH�SDVVDJH�RI�&KDSWHU�����RI�WKH�$FWV�RI��������,Q
D�1RYHPEHU������OHWWHU�WR�WKH�'&$0�&RPPLVVLRQHU��WKH�2IILFH�QRWHG�WKDW
WKH�DSSUDLVDO�ZDV�RXWGDWHG�DQG�LQIRUPHG�WKH�&RPPLVVLRQHU�WKDW�WKH�2IILFH
GLG�QRW�FRQVLGHU�KDOI�RI�WKH�FRPSDUDEOH�VDOHV�XWLOL]HG�LQ�WKH�DSSUDLVDO�WR�EH
VLPLODU� WR� ���� 1DVKXD� 6WUHHW� SURSHUW\�� � +DOI� RI� WKH� VDPSOHV� ZHUH
FRQVLGHUDEO\�VPDOOHU� WKDQ� WKH�VXEMHFW�� � ,Q�D� WHOHSKRQH�FRQYHUVDWLRQ�ZLWK
WKH�2IILFH��WKH�DSSUDLVHU�KDG�QRWHG�WKDW�WKH�FRPSDUDEOH�VDOHV�SUHVHQWHG�LQ
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WKH������DSSUDLVDO�ZHUH�WKH�RQO\�RQHV�DYDLODEOH�ZKHQ�WKH������DSSUDLVDO
ZDV� SUHSDUHG�� � 7KH� DSSUDLVHU� DOVR� VWDWHG� WKDW� UHFHQW� VDOHV� RI� ODUJHU
SDUFHOV�KDG�RFFXUUHG�DQG�KH�SODQQHG� WR�XVH� WKHVH� UHFHQW�FRPSDUDEOHV�
+RZHYHU�� DFFRUGLQJ� WR� WKH� DSSUDLVHU�� WKH� VXEVHTXHQW� YDOXH� HVWLPDWHV
FRQWDLQHG� LQ� KLV� OHWWHUV� GDWHG� 2FWREHU� ����� GLG� QRW� UHSUHVHQW� XSGDWHG
YDOXH� HVWLPDWHV� DV� RI� 2FWREHU� ������ � � 7KHUHIRUH�� WKH� 2IILFH� GLG� QRW
DSSURYH� WKH� ����� DSSUDLVDO� UHSRUW� RU� WKH� VXEVHTXHQW� DQDO\VLV� DQG
FRQFOXVLRQV� SUHVHQWHG� LQ� WKH� DSSUDLVHU¶V�2FWREHU� ����� OHWWHUV�� EHFDXVH
WKH�LQIRUPDWLRQ�ZDV�QRW�FXUUHQW�DQG�GLG�QRW�UHIOHFW�DQ�XS�WR�GDWH�IXOO�DQG
IDLU�PDUNHW�YDOXH�HVWLPDWH�

,Q�0DUFK�������WKH�2IILFH�UHYLHZHG�D�)HEUXDU\������UHYLVHG�DSSUDLVDO�RI
WKH� IRUPHU� 5HJLVWU\� RI�0RWRU� 9HKLFOHV� SURSHUW\�� � 7KH� VDOHV� FRPSDULVRQ
DSSURDFK� WR� YDOXH� ZDV� XWLOL]HG� LQ� WKLV� DSSUDLVDO� UHIOHFWLQJ� WKH� PRVW
SUREDEOH�SULFH�ZKLFK�D�SURSHUW\�VKRXOG�EULQJ� LQ�D�FRPSHWLWLYH�DQG�RSHQ
PDUNHW�� � 5HFHQW� VDOHV� RI� VLPLODU� GHYHORSPHQW� VLWHV� ZHUH� XWLOL]HG� LQ� WKH
DSSUDLVDO��ZKLFK�FRQFOXGHG�WKDW�WKH�SURSHUW\�ZDV�QHJDWLYHO\�LPSDFWHG�E\
DSSUR[LPDWHO\��������VTXDUH�IHHW�RI�HDVHPHQWV�DQG�HVWLPDWHG�D�PDUNHW
YDOXH� RI� WKH�1DVKXD�6WUHHW� VLWH� LQ� %RVWRQ� DW� ������������� � ,Q� D�0DUFK
����� OHWWHU� WR� WKH� '&$0� &RPPLVVLRQHU�� WKH� 2IILFH� DSSURYHG� WKH
PHWKRGRORJ\�DQG�ILQDO�DSSUDLVDO�GHWHUPLQDWLRQ�RI�WKH�SDUFHO�

)RUPHU�%HOFKHUWRZQ�6WDWH�6FKRRO�$SSUDLVDO�RI�3DUFHOV�'�DQG�(

3XUVXDQW� WR� &KDSWHU� ���� RI� WKH� $FWV� RI� ������ WKH� 2IILFH� UHYLHZHG� WKH
LQGHSHQGHQW� DSSUDLVDO� RI� 3DUFHOV� '� DQG� (� VLWXDWHG� RQ� WKH� IRUPHU
%HOFKHUWRZQ�6WDWH�6FKRRO� ODQG�� � ,Q� D� -DQXDU\� ����� OHWWHU� WR� WKH�'&$0
&RPPLVVLRQHU�� WKH�2IILFH�DSSURYHG� WKH�PHWKRGRORJ\�XVHG� WR�GHWHUPLQH
WKH�PDUNHW�YDOXHV�IRU�3DUFHO�'������������DQG�3DUFHO�(������������DQG
WKHUHIRUH�FRQFOXGHG�WKDW�WKH�IXOO�DQG�IDLU�PDUNHW�YDOXH�RI�WKH�SDUFHOV�WR�EH
FRQYH\HG�E\�WKH�&RPPRQZHDOWK�ZDV����������

(PHUVRQ�&ROOHJH�(DVHPHQWV

&KDSWHU�����RI�WKH�$FWV�RI������UHTXLUHG�WKH�2IILFH�WR�UHYLHZ�DQG�DSSURYH
DQ� DSSUDLVDO� RI� SURSRVHG� WHPSRUDU\� DQG� SHUPDQHQW� HDVHPHQWV� WR� EH
JUDQWHG�WR�(PHUVRQ�&ROOHJH�FRPSULVLQJ�D�SRUWLRQ�RI�$OOHQ¶V�$OOH\�RQ�VWDWH
ODQG� DGMDFHQW� WR� WKH� 6WDWH� 7UDQVSRUWDWLRQ� %XLOGLQJ� LQ� %RVWRQ�� � 7KLV
DSSUDLVDO�LQYROYHG�D�XQLTXH�VLWXDWLRQ�ZLWK�UHVSHFW�WR�WKH�VLWH¶V�ORFDWLRQ�DQG
LWV� DVVHPEODJH� YDOXH� WR� (PHUVRQ� &ROOHJH�� VLQFH� GHYHORSPHQW� VLWHV� IRU
(PHUVRQ� WR� H[SDQG� LWV� 0DMHVWLF� 7KHDWUH� ZHUH� OLPLWHG� E\� WKH� VFKRRO¶V
VSHFLDO� QHHGV� DQG� ORFDWLRQ�� � ,Q� D� 0DUFK� ����� OHWWHU� WR� WKH� '&$0
&RPPLVVLRQHU�� WKH� 2IILFH� DSSURYHG� WKH� DSSUDLVDO¶V� GHWHUPLQDWLRQ� RI
�����������DV�WKH�PDUNHW�YDOXH�RI�WKH�HDVHPHQWV�
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3LDQR�5RZ�$FFHVV�(DVHPHQW

3XUVXDQW� WR� &KDSWHU� ���� RI� WKH� $FWV� RI� ������ WKH� 2IILFH� UHYLHZHG� DQ
DSSUDLVDO� IRU� DQ� DFFHVV� HDVHPHQW� WR� EHQHILW� 3LDQR� 5RZ� //&�� ZKLFK
SURSRVHG�WR�FRQVWUXFW�D�����XQLW�OX[XU\�UHVLGHQWLDO�FRQGRPLQLXP�FRPSOH[
RQ�D��������VTXDUH�IRRW�SDUFHO�DEXWWLQJ�WKH�6HUYLFH�&RXUW�RZQHG�E\�WKH
6WDWH� 7UDQVSRUWDWLRQ� %XLOGLQJ�� � 7KH� SURSRVHG� HDVHPHQW� DUHD� ZRXOG
SURYLGH�DFFHVV�WR�RII�VWUHHW�ORDGLQJ�IDFLOLWLHV�DQG�D�����VSDFH�XQGHUJURXQG
JDUDJH� SURYLGLQJ� YDOHW� VHUYLFHV� IRU� WKH� RFFXSDQWV� DW� WKH� 3LDQR� 5RZ
UHVLGHQFHV���7KLV�DFFHVV�HDVHPHQW�ZRXOG�DOVR�DOORZ�3LDQR�5RZ�//&�IXOO
LQFRPH�JHQHUDWLQJ�FRPPHUFLDO�XVH�RI�WKH�%R\OVWRQ�6WUHHW�IURQWDJH�RI�WKH
3LDQR�5RZ� GHYHORSPHQW�� UDWKHU� WKDQ� IRUIHLWLQJ� DSSUR[LPDWHO\� ��� IHHW� RI
IURQWDJH� WR� DFFRPPRGDWH� DFFHVV� WR� DQ� XQGHUJURXQG� SDUNLQJ� JDUDJH
GLUHFWO\�IURP�%R\OVWRQ�6WUHHW�

5HWDLO�DQG�UHVWDXUDQW�VSDFH�LQ�WKLV�DUHD�RI�%RVWRQ�DUH�OHDVHG�DW�SUHPLXP
SULFHV�� � &RQGRPLQLXPV� DERYH� WKH� WUHH� OLQH� DGMDFHQW� WR� WKH� %RVWRQ
&RPPRQ� KDYH� VROG� LQ� H[FHVV� RI� ������� SHU� VTXDUH� IRRW�� � ,QGLYLGXDOO\
RZQHG�SDUNLQJ�VSDFHV�DUH�DVVHVVHG�IRU������������7KH�2IILFH�GHWHUPLQHG
WKDW� WKLV� DSSUDLVDO� ZKLFK� GHWHUPLQHG� WKH� YDOXH� RI� WKH� HDVHPHQW� WR� EH
���������� ZDUUDQWHG� D� GHSDUWXUH� IURP� VWDQGDUG� DSSUDLVDO� JXLGHOLQHV�
JLYHQ� WKLV� XQLTXH� HDVHPHQW�� � ,Q� WKH�2IILFH¶V� YLHZ�� WKH� DSSUDLVHU� VKRXOG
KDYH� FRQVLGHUHG� WKH� HFRQRPLF� LPSDFW� RI� WKH� ORVV� RI� FRPPHUFLDO� OHDVH
VSDFH�RQ�%R\OVWRQ�6WUHHW�DQG�WKH�SRWHQWLDO�SK\VLFDO�QXLVDQFH�DQ�HQWUDQFH
WR� D� ����VSDFH� SDUNLQJ� JDUDJH� ZRXOG� FUHDWH� E\� SK\VLFDOO\� OLPLWLQJ� WKH
6WDWH�7UDQVSRUWDWLRQ�%XLOGLQJ¶V�6HUYLFH�&RXUW�DUHD����,Q�D�0D\������OHWWHU
WR�WKH�'&$0�&RPPLVVLRQHU��WKH�2IILFH�UHMHFWHG�WKH�PHWKRGRORJ\�XWLOL]HG
LQ�WKH�DSSUDLVDO�

��8SGDWH���3ULYDWH�2IILFH�6SDFH�/HDVLQJ�E\�6WDWH�$JHQFLHV

,Q�-DQXDU\�������WKH�2IILFH�LVVXHG�D�UHSRUW�HQWLWOHG�3ULYDWH�2IILFH�6SDFH
/HDVLQJ� E\� 6WDWH� $JHQFLHV� HYDOXDWLQJ� WKH� SURFHVV� E\� ZKLFK� WKH
&RPPRQZHDOWK� OHDVHG� SULYDWH� VSDFH� IRU� XVH� E\� VWDWH� DJHQFLHV�� � 7KH
UHSRUW�SURILOHG�WKH�OHDVLQJ�SURFHVV��LGHQWLILHG�VLJQLILFDQW�OHDVLQJ�LVVXHV��DQG
RIIHUHG� D� VHULHV� RI� UHFRPPHQGDWLRQV� WR� WKH� /HJLVODWXUH�� � 7KHVH
UHFRPPHQGDWLRQV�LQFOXGHG�LQFUHDVLQJ�WKH�PD[LPXP�DOORZDEOH�OHDVH�WHUP
IURP�ILYH�\HDUV�WR����\HDUV�DQG�DOORZLQJ� OHDVH�UHQHZDOV�WR�EH�H[HUFLVHG
ZLWKLQ����PRQWKV��UDWKHU�WKDQ�VL[�PRQWKV��SULRU�WR�WKH�OHDVH�H[SLUDWLRQ�GDWH�
&KDSWHU�����RI�WKH�$FWV�RI������DPHQGHG�0�*�/��F��������*�WR�LQFUHDVH
WKH�PD[LPXP�DOORZDEOH�OHDVH�WHUP�WR����\HDUV�DQG�WR�GHOHWH�WKH�SURYLVLRQ
SURKLELWLQJ� OHDVH� UHQHZDOV� HDUOLHU� WKDQ� VL[� PRQWKV� SULRU� WR� WKH� OHDVH
H[SLUDWLRQ�GDWH�



��

7KLV�SDJH�LQWHQWLRQDOO\�OHIW�EODQN�



��

/HJLVODWLYH�5HYLHZV

7KH�2IILFH�LV�REOLJDWHG�XQGHU�LWV�HQDEOLQJ�VWDWXWH��0�*�/��F����$��WR�UHYLHZ
DOO� OHJLVODWLRQ� ILOHG� LQ� HDFK� /HJLVODWLYH� VHVVLRQ�� � :KHQ� DSSURSULDWH�� WKH
2IILFH�FRPPHQWV� LQ�ZULWWHQ�DQG�RUDO� WHVWLPRQ\�WR�WKH�/HJLVODWXUH�DQG�WKH
*RYHUQRU�RQ�SURSRVHG�OHJLVODWLRQ��RIWHQ�� WKH�2IILFH�UHFRPPHQGV�VSHFLILF
DPHQGPHQWV� WR� ELOOV�� � ,Q� WKH� ����� VHVVLRQ�� WKH� 2IILFH� FRPPHQWHG� RQ
KXQGUHGV� RI� SLHFHV� RI� OHJLVODWLRQ�� � 7KLV� VHFWLRQ� KLJKOLJKWV� VRPH� RI� WKH
PDMRU�OHJLVODWLYH�ZRUN�RI�WKH�2IILFH�GXULQJ������

$WKOHWLF� )DFLOLW\� 'HYHORSPHQW� E\� WKH� $VVDEHW� 9DOOH\� 5HJLRQDO

9RFDWLRQDO�7HFKQLFDO�6FKRRO�'LVWULFW

,Q�-XO\������� WKH�2IILFH�ZURWH� WR� WKH�&RPPLWWHH�RQ�(GXFDWLRQ��$UWV��DQG
+XPDQLWLHV� LQ� RSSRVLWLRQ� RI� 6HQDWH� %LOO� ������ D� ELOO� WR� DXWKRUL]H� WKH
$VVDEHW�9DOOH\�5HJLRQDO�9RFDWLRQDO�7HFKQLFDO�6FKRRO�'LVWULFW�WR�HQWHU�LQWR
D� ORQJ�WHUP� OHDVH� DJUHHPHQW� ZLWK� D� QRQ�SURILW� RUJDQL]DWLRQ� IRU� WKH
SXUSRVHV�RI�ILQDQFLQJ��FRQVWUXFWLQJ��RSHUDWLQJ��DQG�PDLQWDLQLQJ�DQ�DWKOHWLF
IDFLOLW\���$V�ZULWWHQ��WKH�ELOO�ZRXOG�KDYH�DXWKRUL]HG�WKH�'LVWULFW�WR�HQWHU�LQWR�D
���\HDU�OHDVH�WHUP��ZLWK�D����\HDU�UHQHZDO�RSWLRQ���7KH�2IILFH�KDG�ZDUQHG
PDQ\�SXEOLF�DQG�VFKRRO�RIILFLDOV�RI�WKH�SRWHQWLDO�ULVNV�DQG�XQIRUHVHHQ�FRVWV
RI� ORQJ�WHUP� UHDO� SURSHUW\� OHDVHV�� � %DVHG� XSRQ� D� PHHWLQJ� ZLWK� VFKRRO
RIILFLDOV�� WKH� 2IILFH� GHWHUPLQHG� WKDW� WKH� QRQ�SURILW� FRUSRUDWLRQ� FRXOG
PDQDJH�ZLWK�D����\HDU�OHDVH�WHUP�DQG�QR�UHQHZDO�RSWLRQ���7KHUHIRUH��WKH
2IILFH�UHFRPPHQGHG�DQ�DPHQGPHQW�WR�WKH�ELOO�SURYLGLQJ�WKH�'LVWULFW�ZLWK
DQ�RSSRUWXQLW\�WR�UH�HYDOXDWH�WKH�DJUHHPHQW�DW�WKH�HQG�RI�WKH�LQLWLDO�OHDVH
WHUP���7KH�'LVWULFW�FRXOG�WKHQ�LVVXH�DQRWKHU�UHTXHVW�IRU�SURSRVDOV�WR�OHDVH
WKH�SURSHUW\�LI�LW�GHFLGHG�QRW�WR�WDNH�RYHU�RSHUDWLRQ�DQG�PDLQWHQDQFH�RI�WKH
IDFLOLW\� LWVHOI�� �7KH�2IILFH�DOVR�UHFRPPHQGHG�WKDW�WKH� OHDVH�WHUPV�VSHFLI\
WKH� OHVVHH¶V� UHVSRQVLELOLWLHV� IRU� PDLQWHQDQFH� RI� WKH� IDFLOLW\� DQG� WKDW� WKH
OHDVH� DJUHHPHQW� EHWZHHQ� WKH� 'LVWULFW� DQG� WKH� QRQ�SURILW� FRUSRUDWLRQ
FRQWDLQ�D�XVH�SURYLVLRQ� WHUPLQDWLQJ� WKH� OHDVH� LQ� WKH�HYHQW� WKDW� WKH�QRQ�
SURILW�FRUSRUDWLRQ�FHDVHG�WR�XVH�WKH�SURSHUW\�DV�DQ�DWKOHWLF�IDFLOLW\�

7KH�GLVWULFW�DOVR�LQIRUPHG�WKH�2IILFH�WKDW�LW�LQWHQGHG�WR�UHTXLUH�WKH�OHVVHH�WR
FRPSO\� ZLWK� WKH� SURYLVLRQV� RI� WKH� VWDWH¶V� GHVLJQHU� VHOHFWLRQ� ODZ�
FRQVWUXFWLRQ� ELG� ODZV�� DQG� SUHYDLOLQJ�ZDJH� ODZ�� � 7KH� OHJLVODWLRQ� GLG� QRW
DGGUHVV�WKHVH�UHTXLUHPHQWV�H[SOLFLWO\��WKHUHIRUH�DQ�DGGLWLRQDO�DPHQGPHQW
ZDV�UHFRPPHQGHG���7KH�2IILFH�DOVR�DJUHHG�WR�DVVLVW�WKH�'LVWULFW�LQ�GUDIWLQJ
D�UHTXHVW�IRU�SURSRVDOV�LQ�DFFRUGDQFH�ZLWK�0�*�/��F����%�IRU�WKH�OHDVH�RI
'LVWULFW�ODQG�
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6HQDWH�%LOO������GLG�QRW�SDVV�LQ�WKH�ODVW�OHJLVODWLYH�VHVVLRQ�DQG�KDV�EHHQ�UHILOHG�IRU
WKH�����������OHJLVODWLYH�VHVVLRQ�ZLWK�WKH�DPHQGPHQWV�UHFRPPHQGHG�E\�WKH�2IILFH�

8SSHU�&DSH�5HJLRQDO�:DWHU�6XSSO\�&RRSHUDWLYH

,Q� 2FWREHU� ������ WKH� 2IILFH� FRPPHQWHG� RQ� +RXVH� %LOO� ������ $Q� $FW
(VWDEOLVKLQJ� WKH� 8SSHU� &DSH� UHJLRQDO� :DWHU� 6XSSO\� &RRSHUDWLYH�� 7KLV
OHJLVODWLRQ�ZRXOG�KDYH�DXWKRUL]HG�WKH�%RXUQH�:DWHU�'LVWULFW��WKH�7RZQ�RI
)DOPRXWK��WKH�0DVKSHH�:DWHU�'LVWULFW��DQG�WKH�6DQGZLFK�:DWHU�'LVWULFW�WR
FUHDWH� D� VXSSOHPHQWDU\� ZDWHU� VXSSO\� FRRSHUDWLYH� IRU� WKH� SXUSRVHV� RI
VXVWDLQLQJ�DQG�SURWHFWLQJ�WKHLU�ZDWHU�UHVRXUFHV�

$OWKRXJK�QRW�RSSRVHG�WR�WKH�LQWHQW�RI�WKH�OHJLVODWLRQ��WKH�2IILFH�ZURWH�WR�WKH
+RXVH�&RPPLWWHH�RQ�:D\V�DQG�0HDQV� WR� UHFRPPHQG� DPHQGPHQWV� WR
WKH�ELOO���7KH�2IILFH�UHFRPPHQGHG�D�SURYLVLRQ�UHTXLULQJ�WKH�&RRSHUDWLYH�WR
FRPSO\�ZLWK�0�*�/��F����%�IRU�DOO�VXSSO\�DQG�VHUYLFHV�FRQWUDFWV�DV�ZHOO�DV
DOO�UHDO�SURSHUW\�DFTXLVLWLRQV�DQG�GLVSRVLWLRQV���7KH�FRPSHWLWLYH�SURFHVV�LV
D� WRRO� GHVLJQHG� WR� REWDLQ� TXDOLW\� VXSSOLHV� DQG� VHUYLFHV� DW� D� UHDVRQDEOH
FRVW�� �7KH�2IILFH�VWUHVVHG� WKDW�ZLWKRXW� WKH�VDIHJXDUGV�RI�0�*�/��F����%�
WKHUH� ZRXOG� EH� OLWWOH� WR� HQVXUH� WD[SD\HUV� RI� FRVW�HIIHFWLYH�� DFFRXQWDEOH
FRQWUDFWV�

,Q�)HEUXDU\�������WKH�+RXVH�&RPPLWWHH�RQ�:D\V�DQG�0HDQV�DPHQGHG�+RXVH�%LOO
����� WR� LQFRUSRUDWH� WKH�2IILFH¶V� UHFRPPHQGDWLRQV�� � 7KH� ELOO� ZDV� VLJQHG� E\� WKH
*RYHUQRU�DQG�EHFDPH�&KDSWHU�����RI�WKH�$FWV�RI������

�7RZQ�RI�$FWRQ�:DVWHZDWHU�3ULYDWL]DWLRQ

,Q�0DUFK�������WKLV�2IILFH�ZURWH�WR�WKH�-RLQW�&RPPLWWHH�RQ�/RFDO�$IIDLUV�WR
RSSRVH� OHJLVODWLRQ�DXWKRUL]LQJ� WKH�7RZQ�RI�$FWRQ� WR�HQWHU� LQWR�D����\HDU
FRQWUDFW�WR�SULYDWL]H�WKH�7RZQ¶V�PXQLFLSDO�ZDVWHZDWHU�V\VWHP���6HQDWH�%LOO
����� ZRXOG� KDYH� ZDLYHG� SXEOLF� FRQVWUXFWLRQ� ELGGLQJ� UHTXLUHPHQWV� DQG
RWKHU� SURFXUHPHQW� VDIHJXDUGV� WKDW� ZRXOG� DSSO\� WR� VXFK� D� SULYDWL]DWLRQ
FRQWUDFW���7KLV�OHJLVODWLRQ�SRVHG�DQ�XQDFFHSWDEO\�KLJK�ILQDQFLDO�ULVN�WR�WKH
7RZQ¶V�WD[SD\HUV�DQG�UDWHSD\HUV�

´7KH� WUDQVIHU� RI� FRQWURO� RYHU� WKLV� SXEOLF� XWLOLW\� IURP� WKH� 7RZQ� WR� D� SULYDWH
FRPSDQ\�ZLOO� SRWHQWLDOO\� KDYH�D�PDMRU�� ORQJ�WHUP� LPSDFW� RQ� WKH� FRPPXQLW\�
/RQJ�WHUP�SULYDWL]DWLRQ�RI�D�SXEOLF�ZDVWHZDWHU�V\VWHP�LV�D�FRPSOH[�DQG�ULVN\
XQGHUWDNLQJ� HYHQ� ZKHQ� WKH� FRQWUDFWLQJ� DUUDQJHPHQWV� DUH� FDUHIXOO\� SODQQHG
DQG�VWUXFWXUHG�WR�FRQWURO�WKH�SXEOLF·V�ILQDQFLDO�H[SRVXUH�µ

±�,*�OHWWHU�WR�-RLQW�&RPPLWWHH�RQ�/RFDO�$IIDLUV��0DUFK�����
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'XULQJ�QXPHURXV�GLVFXVVLRQV�ZLWK�7RZQ�RIILFLDOV�DQG�WKH�/HJLVODWXUH��WKH
2IILFH�UHFRPPHQGHG�WKDW�6HQDWH�%LOO������EH�DPHQGHG�WR�UHTXLUH�7RZQ
0HHWLQJ�DSSURYDO�RI�WKH�SULYDWL]DWLRQ�FRQWUDFW�DQG�WR�UHTXLUH�SURFXUHPHQW
SURFHGXUHV�WKDW�HQVXUHG�PHDQLQJIXO�FRPSHWLWLRQ�RI�WKH�FRQWUDFW�

7KH�-RLQW�&RPPLWWHH�RQ�/RFDO�$IIDLUV�RUGHUHG�6HQDWH�%LOO������WR�D�VWXG\�

7RZQ�RI�$QGRYHU�/DQG�([FKDQJH

,Q�0DUFK������� WKH�2IILFH� FRPPHQWHG� WR� WKH� -RLQW�&RPPLWWHH� RQ� /RFDO
$IIDLUV�RQ�OHJLVODWLRQ�DXWKRUL]LQJ�WKH�7RZQ�RI�$QGRYHU�WR�HQWHU�LQWR�D�ODQG
H[FKDQJH�DJUHHPHQW�ZLWK�WKH�*UHDWHU�/DZUHQFH�5HJLRQDO�9RFDWLRQDO�+LJK
6FKRRO�'LVWULFW�DQG�DQ�HDVHPHQW�DJUHHPHQW�ZLWK� WKH� WUXVWHHV�RI�3KLOOLSV
$FDGHP\�� � 7KH� OHJLVODWLRQ�� 6HQDWH� %LOO� ������ ZRXOG� H[HPSW� WKHVH
WUDQVDFWLRQV� IURP� WKH� FRPSHWLWLYH� UHTXLUHPHQWV� RI� 0�*�/�� F�� ��%�� � 7KH
7RZQ�RI�$QGRYHU�LQIRUPHG�WKH�2IILFH�WKDW�WKH�OHJLVODWLRQ�ZDV�QHFHVVDU\�WR
FRPSOHWH� DQ� DFFHVV� URDG� WR� WKH� 0HUULPDFN� 5LYHU� IURP� 5LYHU� 5RDG� LQ
$QGRYHU�

7KH�2IILFH�FRQGXFWHG�D�WKRURXJK�UHYLHZ�RI�WKH�DJUHHPHQWV�WR�EH�HQWHUHG
LQWR�E\�WKH�7RZQ�RI�$QGRYHU�� WKH�*UHDWHU�/DZUHQFH�5HJLRQDO�9RFDWLRQDO
+LJK�6FKRRO��DQG� WKH�7UXVWHHV�RI�3KLOOLSV�$FDGHP\�DQG�GHWHUPLQHG� WKDW
WKH�ODQG�H[FKDQJH�DQG�WKH�HDVHPHQW�DJUHHPHQWV�HQWDLOHG�VPDOO�SDUFHOV
WKDW� ZHUH� FKDUDFWHULVWLFDOO\� XQEXLOGDEOH�� � 7KH� 2IILFH� DGYLVHG� WKH
&RPPLWWHH�WKDW�LW�KDG�QR�REMHFWLRQ�WR�WKH�LQWHQW�RI�WKH�OHJLVODWLRQ��KRZHYHU�
WKH�2IILFH�UHFRPPHQGHG�VHYHUDO�FODULILFDWLRQV�

6HQDWH� %LOO� ����� ZDV� UHGUDIWHG� WR� LQFRUSRUDWH� WKH� 2IILFH¶V
UHFRPPHQGDWLRQV�DQG�VLJQHG�E\�WKH�*RYHUQRU�WR�EHFRPH�&KDSWHU�����RI
WKH�$FWV�RI������

3O\PRXWK�&RXQW\�/DQG�5HFRUGV�)DFLOLW\

,Q�0D\�RI������WKH�2IILFH�ZURWH� WR� WKH�&KDLUV�RI� WKH�+RXVH�DQG�6HQDWH
&RPPLWWHHV� RQ� :D\V� DQG� 0HDQV� WR� H[SUHVV� RSSRVLWLRQ� WR� SDUWLFXODU
RXWVLGH�VHFWLRQV�RI�+RXVH�%LOO������DQG�6HQDWH�%LOO��������7KH�VHFWLRQV�LQ
TXHVWLRQ� DXWKRUL]HG� 3O\PRXWK� &RXQW\� WR� XQGHUWDNH� FRQVWUXFWLRQ� RI� WKH
3O\PRXWK� &RXQW\� /DQG� 5HFRUGV� )DFLOLW\� ZLWKRXW� DQ\� RYHUVLJKW� IURP� WKH
'LYLVLRQ� RI� &DSLWDO� $VVHW� 0DQDJHPHQW� �'&$0��� 7KHVH� VHFWLRQV� ZHUH
VLPLODU�WR�OHJLVODWLRQ�WKDW�WKH�2IILFH�KDG�SUHYLRXVO\�RSSRVHG�LQ��������7KH
2IILFH�ZDV� DGYLVHG� WKDW� WKH�&RXQW\� LQWHQGHG� WR� FRQVWUXFW� WKLV� IDFLOLW\� LQ
DFFRUGDQFH�ZLWK�WKH�SXEOLF�FRQVWUXFWLRQ�ODZV�WKDW�DSSO\�WR�PXQLFLSDOLWLHV�
+RZHYHU��WKLV�SURYLVLRQ�ZDV�QRW�GHWDLOHG�LQ�WKH�OHJLVODWLRQ�
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7KH� 2IILFH� UHFRPPHQGHG� WKDW� '&$0�� KDYLQJ� VHUYHG� DV� WKH
&RPPRQZHDOWK¶V� FRQVWUXFWLRQ� DJHQW� IRU� QHDUO\� ��� \HDUV�� RYHUVHH� WKH
SURMHFW� DQG� UHFRPPHQGHG� +RXVH� %LOO� ����� DQG� 6HQDWH� %LOO� ����� EH
DPHQGHG�DFFRUGLQJO\�

´>7@KLV�2IILFH�FRQWLQXHV�WR�EHOLHYH�WKDW�WKH�&RXQW\·V�ULVN�RI�LQDGHTXDWH�GHVLJQ
DQG�HVFDODWLQJ�FRQVWUXFWLRQ�FRVW�DUH�VXEVWDQWLDO�µ

±�,*�OHWWHU�WR�+RXVH�&RPPLWWHH�RQ�:D\V�DQG�0HDQV��0D\�����

7KH�+RXVH�DQG�6HQDWH�&RPPLWWHHV�RQ�:D\V�DQG�0HDQV�LQFRUSRUDWHG�WKH
VDIHJXDUGV�UHFRPPHQGHG�E\�WKH�2IILFH��KRZHYHU��WKHVH�VDIHJXDUGV�ZHUH
YHWRHG� E\� WKH� *RYHUQRU� LQ� VLJQLQJ� &KDSWHU� ���� RI� WKH� $FWV� RI� �����
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/HJLVODWLYH�5HFRPPHQGDWLRQV��������6HVVLRQ

8QGHU�0�*�/��F����$��WKH�2IILFH�KDV�WKH�DXWKRULW\�WR�UHFRPPHQG�SROLFLHV
WKDW�ZLOO�DVVLVW� LQ�WKH�SUHYHQWLRQ�RU�GHWHFWLRQ�RI�IUDXG��ZDVWH��DQG�DEXVH�
0�*�/�� F�� ��$� UHTXLUHV� WKH� 2IILFH� WR� UHSRUW� DQQXDOO\� RQ� WKHVH
UHFRPPHQGDWLRQV� WR� WKH� *RYHUQRU� DQG� WKH� /HJLVODWXUH�� � 7KH� SUHYLRXV
VHFWLRQV�RI�WKLV�UHSRUW�GHWDLO�PDQ\�RI�WKH�SUREOHPV�LGHQWLILHG�E\�WKH�2IILFH
LQ� ����� DV� ZHOO� DV� WKH� 2IILFH¶V� UHFRPPHQGDWLRQV� IRU� FRUUHFWLYH� DFWLRQ�
7KLV� VHFWLRQ� GLVFXVVHV� WKH�2IILFH¶V� OHJLVODWLYH� SURSRVDOV� HQDFWHG� GXULQJ
WKH� ����� OHJLVODWLYH� VHVVLRQ�� DV� ZHOO� DV� WKRVH� SURSRVHG� LQ� ����� IRU
FRQVLGHUDWLRQ�LQ�WKH�����������OHJLVODWLYH�VHVVLRQ�

3URFXUHPHQW�5HIRUP

(QDFWHG� LQ� ������ � 7KH� 6HQDWH� LQFRUSRUDWHG� LQWR� LWV� EXGJHW�� DQG� WKH
*RYHUQRU� VLJQHG� LQWR� ODZ�� DPHQGPHQWV� WR� 0�*�/�� F�� ��%�� � 7KHVH
DPHQGPHQWV�UHIOHFWHG�UHFRPPHQGDWLRQV�PDGH�E\�WKH�2IILFH�LQ�+RXVH�%LOO
���RI�������������7KH�DPHQGPHQWV�UDLVHG�WKH�GROODU�WKUHVKROGV�LQ�0�*�/�
F����%��ZKLFK�ZHUH�HQDFWHG� LQ������� �7KH�GROODU� WKUHVKROG� IRU� FRQWUDFWV
UHTXLULQJ� DGYHUWLVHG� FRPSHWLWLRQ� XVLQJ� VHDOHG� ELGV� RU� SURSRVDOV� ZDV
LQFUHDVHG� IURP��������� WR���������� �7KH�GROODU� WKUHVKROG� IRU�SXUFKDVHV
UHTXLULQJ�LQIRUPDO�FRPSHWLWLYH�SULFH�TXRWDWLRQV�ZDV�LQFUHDVHG�IURP�������
WR����������7KH���������OLPLW�RQ�VROH�VRXUFH�SURFXUHPHQWV�ZDV�UDLVHG�WR
���������DQG�WKH����SHUFHQW�OLPLW�RQ�FRQWUDFW�LQFUHDVHV�ZDV�UDLVHG�WR���
SHUFHQW���,Q�DGGLWLRQ�WR�WKHVH�WKUHVKROG�FKDQJHV��D�QXPEHU�RI�SURFHGXUDO
FKDQJHV�ZHUH�PDGH� WR�0�*�/� F�� ��%� WKDW�ZHUH�GHVLJQHG� WR� FODULI\� DQG
VLPSOLI\� ORFDO� SURFXUHPHQWV�� � 7KHVH� WKUHVKROG� LQFUHDVHV� DQG� SURFHGXUDO
FKDQJHV�ZLOO�DVVLVW�ORFDO�SURFXUHPHQW�RIILFLDOV�LQ�FRQGXFWLQJ�HIILFLHQW��EHVW
YDOXH�SURFXUHPHQWV�LQ�FRPSOLDQFH�ZLWK�WKH�ODZ�

&KDSWHU�����RI�WKH�$FWV�RI�������6HFWLRQV������

5HFRPPHQGDWLRQV� IRU� ����� OHJLVODWLYH� VHVVLRQ�� � 7KH� 2IILFH¶V
OHJLVODWLRQ�ZRXOG�JLYH�ORFDO�JRYHUQPHQWV�WKH�GLVFUHWLRQ�WR�XWLOL]H�D�UHTXHVW
IRU�SURSRVDOV�SURFHVV�IRU�FRQWUDFWV�RI� OHVV�WKDQ�����������7KH�OHJLVODWLRQ
ZRXOG� DOVR� FODULI\� WKDW� UHDO� SURSHUW\� WUDQVDFWLRQV� EHWZHHQ� ORFDO
JRYHUQPHQWV�DQG�WKH�&RPPRQZHDOWK�DUH�H[HPSW�XQGHU�0�*�/��F����%�

+RXVH�%LOO������&ODULI\LQJ�WKH�8QLIRUP�3URFXUHPHQW�/DZ��&KDSWHU���%
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&RQVWUXFWLRQ�5HIRUP

(QDFWHG� LQ� ������ � 7KH� 6HQDWH� LQFRUSRUDWHG� LQWR� LWV� EXGJHW�� DQG� WKH
*RYHUQRU� VLJQHG� LQWR� ODZ�� DPHQGPHQWV� WR� WKH� GHVLJQHU� VHOHFWLRQ� DQG
SXEOLF� FRQVWUXFWLRQ� ELG� ODZV�� � 7KHVH� DPHQGPHQWV� UHIOHFWHG� QXPHURXV
UHFRPPHQGDWLRQV�PDGH�E\�WKH�2IILFH�LQ�+RXVH�%LOO����

7KH� GHVLJQHU� VHOHFWLRQ� ODZ�� 0�*�/�� F�� ��� ����$ò�2�� QRZ� SURYLGHV
TXDOLILHG� LPPXQLW\� WR� SURWHFW� LQGLYLGXDOV� UHVSRQVLEOH� IRU� FRPSOHWLQJ
GHVLJQHU�HYDOXDWLRQ�IRUPV�RQ�EHKDOI�RI�DZDUGLQJ�DXWKRULWLHV�IURP�ODZVXLWV�
7KH�ODZ�UHTXLUHV�DZDUGLQJ�DXWKRULWLHV�WR�SURYLGH�OHJDO�UHSUHVHQWDWLRQ�DQG
LQGHPQLILFDWLRQ� IRU� WKRVH� LQGLYLGXDOV� LQ� ODZVXLWV� VWHPPLQJ� IURP�GHVLJQHU
HYDOXDWLRQV�� � &RPSOHWLRQ� RI� GHVLJQHU� HYDOXDWLRQ� IRUPV� LV� QRZ� D
SUHUHTXLVLWH�IRU�WKH�GLVEXUVHPHQW�RI�VWDWH�IXQGLQJ�IRU�FRQVWUXFWLRQ�SURMHFWV�
,Q�DGGLWLRQ�� WKH� ODZ�QRZ�SHUPLWV�VWDWH�HQWLWLHV� WR�FRQWUDFW�ZLWK� WKH�VDPH
GHVLJQHU�IRU�VWXG\�DQG�VXEVHTXHQW�GHVLJQ�VHUYLFHV�RQ�EXLOGLQJ�SURMHFWV�

7KH� SXEOLF� EXLOGLQJ� FRQVWUXFWLRQ� ODZ�� 0�*�/�� F�� ����� ����$�0�� QRZ
UHTXLUHV�FRQWUDFWRUV�WR�GLVFORVH�ILQDQFLDO�RU�IDPLOLDO�UHODWLRQVKLSV�ZLWK�DQ\
RI�WKH�FRQVWUXFWLRQ�SURMHFW�RZQHUV� OLVWHG�RQ�WKHLU�FHUWLILFDWLRQ�DSSOLFDWLRQV
DQG� SURYLGHV� WKDW� DQ\� PDWHULDO� IDOVH� VWDWHPHQW� LQ� D� FRQWUDFWRU¶V
FHUWLILFDWLRQ�DSSOLFDWLRQ�RU�XSGDWH�VWDWHPHQW�VKDOO�VXEMHFW�WKH�FRQWUDFWRU�WR
WKH�SHQDOWLHV�RI�SHUMXU\�DV�VHW� IRUWK� LQ�0�*�/�� F����������� �7KH� ODZ�QRZ
SURYLGHV� TXDOLILHG� LPPXQLW\� WR� SURWHFW� LQGLYLGXDOV� UHVSRQVLEOH� IRU
FRPSOHWLQJ�FRQWUDFWRU�HYDOXDWLRQ� IRUPV�RQ�EHKDOI�RI�DZDUGLQJ�DXWKRULWLHV
IURP�ODZVXLWV���7KH�ODZ�DOVR�UHTXLUHV�DZDUGLQJ�DXWKRULWLHV�WR�SURYLGH�OHJDO
UHSUHVHQWDWLRQ� DQG� LQGHPQLILFDWLRQ� IRU� WKRVH� LQGLYLGXDOV� LQ� ODZVXLWV
VWHPPLQJ� IURP� FRQWUDFWRU� HYDOXDWLRQV�� � &RPSOHWLRQ� RI� FRQWUDFWRU
HYDOXDWLRQ� IRUPV� LV� QRZ� D� SUHUHTXLVLWH� IRU� WKH� GLVEXUVHPHQW� RI� VWDWH
IXQGLQJ�IRU�FRQVWUXFWLRQ�SURMHFWV�

7KH�SXEOLF�ZRUNV�FRQVWUXFWLRQ�ODZ��0�*�/��F���������0��ZDV�DPHQGHG�WR
FODULI\� WKH� GHWHUPLQDWLRQ� RI� SURGXFW� HTXLYDOHQFH� DQG� WKH� PHDQV� IRU
SURFXUHPHQW�RI�FRQVWUXFWLRQ�PDWHULDOV�

5HFRPPHQGDWLRQV�IRU������ OHJLVODWLYH�VHVVLRQ�� �7KH�2IILFH�KDV� ILOHG
WKH�IROORZLQJ�ELOOV�IRU�FRQVLGHUDWLRQ�E\�WKH�*HQHUDO�&RXUW�

/HJLVODWLRQ� WKDW� ZRXOG� UHIRUP� SXEOLF� FRQVWUXFWLRQ� E\� LQWURGXFLQJ� WKH
FRQFHSW�RI�RZQHU¶V�UHSUHVHQWDWLYH��$Q�RZQHU¶V�UHSUHVHQWDWLYH�LV�WKH�RIILFLDO
RU� ILUP� GHVLJQDWHG� E\� WKH� SXEOLF� DJHQF\� WR� VHUYH� DV� WKH� IRFDO� SRLQW� RI
UHVSRQVLELOLW\�DQG�DFFRXQWDELOLW\�RQ�D�SXEOLF�FRQVWUXFWLRQ�SURMHFW� IURP�WKH
VWXG\�DQG�GHVLJQ�SKDVHV�WKURXJK�WKH�FRPSOHWLRQ�RI�WKH�SURMHFW�
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$Q� HPSOR\HH� RI� WKH� SXEOLF� DJHQF\� FRXOG� VHUYH� DV� WKH� RZQHU¶V
UHSUHVHQWDWLYH�� 7UDLQLQJ� DQG� FHUWLILFDWLRQ� ZRXOG� EH� UHTXLUHG� IRU� RZQHU¶V
UHSUHVHQWDWLYHV�ZKR�RYHUVHH�FRQVWUXFWLRQ�SURMHFWV�WKDW�LQYROYH�PRUH�WKDQ
���������LQ�VWDWH�IXQGV�

+RXVH�%LOO������3URYLGLQJ�IRU�5HIRUP�LQ�3XEOLF�&RQVWUXFWLRQ

/HJLVODWLRQ� UHTXLULQJ� D� YDOXH� HQJLQHHULQJ� UHYLHZ� RQ� ODUJHU� SXEOLF
FRQVWUXFWLRQ� SURMHFWV�� 5HTXLULQJ� YDOXH� HQJLQHHULQJ� ZLOO� KHOS� HQVXUH� WKDW
WD[SD\HUV�UHFHLYH�WKH�EHVW�YDOXH�IRU�HYHU\�GROODU�VSHQW��9DOXH�HQJLQHHULQJ
IDFWRUV�LQ�OLIH�F\FOH�FRVWV��LQFOXGLQJ�PDLQWHQDQFH�DQG�HQHUJ\�FRQVXPSWLRQ�
WR�KHOS�SXEOLF�DJHQFLHV�PDNH�FRVW�HIIHFWLYH�GHVLJQ�GHFLVLRQV�RQ�EXLOGLQJ
SURMHFWV�

+RXVH�%LOO������'HILQLQJ�9DOXH�(QJLQHHULQJ

/HJLVODWLRQ� WKDW� ZRXOG� UHIRUP� SXEOLF� FRQVWUXFWLRQ� E\� UDLVLQJ� GROODU
WKUHVKROGV� IRU� ELGGLQJ� UHTXLUHPHQWV�� 7KLV� OHJLVODWLRQ�ZRXOG� UDLVH� ELGGLQJ
WKUHVKROGV�IRU�SXEOLF�ZRUNV�DQG�EXLOGLQJ�FRQVWUXFWLRQ�SURMHFWV��7KH�ELGGLQJ
WKUHVKROGV� QHHG� WR� EH� XSGDWHG� WR� UHIOHFW� WKH� ULVLQJ� FRVW� RI� SXEOLF
FRQVWUXFWLRQ�SURMHFWV�

+RXVH�%LOO������$PHQGLQJ�3XEOLF�&RQVWUXFWLRQ�%LGGLQJ�7KUHVKROGV

/HJLVODWLRQ�FODULI\LQJ�D�GHILQLWLRQ�LQ�D�VHFWLRQ�RI�WKH�GHVLJQHU�VHOHFWLRQ�ODZ�
0�*�/��F��������*��&KDSWHU�����RI�WKH�$FWV�RI������DPHQGHG�WKLV�VHFWLRQ
RI�0�*�/��F�����KRZHYHU��WKH�WHUPV�XVHG�DUH�QRW�FRQVLVWHQW�ZLWK�WKRVH�XVHG
LQ�RWKHU�VHFWLRQV�RI� WKH� ODZ��7KLV�SURSRVDO�FRUUHFWV� WKDW� LQFRQVLVWHQF\� LQ
RUGHU�WR�FODULI\�LWV�PHDQLQJ�

+RXVH�%LOO������&ODULI\LQJ�WKH�'HVLJQHU�6HOHFWLRQ�/DZ��&KDSWHU��

0RWRU�9HKLFOH�5HJLVWUDWLRQ

7KH�2IILFH�ILOHG�OHJLVODWLRQ�WR�DPHQG�PRWRU�YHKLFOH�UHJLVWUDWLRQ�SURFHGXUHV
LQ� RUGHU� WR� LPSURYH� VWDWH� WD[� FRPSOLDQFH� E\� LQGLYLGXDOV� DQG� EXVLQHVVHV
WKDW�LPSURSHUO\�UHJLVWHU�WKHLU�YHKLFOHV�LQ�DQRWKHU�VWDWH�RU�LQ�DQRWKHU�FLW\�RU
WRZQ�� �7KLV�ELOO� HVWDEOLVKHV�FULWHULD� WR�GHWHUPLQH�ZKHWKHU� WKH�RZQHU�RI�D
PRWRU�YHKLFOH�KDV�FODLPHG�0DVVDFKXVHWWV�DV�KLV�RU�KHU�SULQFLSDO�GRPLFLOH
LQ�RUGHU�WR�TXDOLI\�IRU�DQ�HQWLWOHPHQW�RU�EHQHILW�UHVHUYHG�IRU�0DVVDFKXVHWWV
UHVLGHQWV���7KH�ELOO�ZRXOG�DOVR�UHTXLUH�DOO�YHKLFOHV�RSHUDWHG�XSRQ�WKH�URDGV
RI�WKH�&RPPRQZHDOWK�WR�KDYH�FRPSXOVRU\�PRWRU�YHKLFOH�OLDELOLW\�LQVXUDQFH
HTXDO�WR�OLPLWV�HVWDEOLVKHG�IRU�0DVVDFKXVHWWV�PRWRU�YHKLFOH�RZQHUV���7KH
ELOO�SURYLGHV�IRU�DQ�DPQHVW\�SURJUDP�GXULQJ�ZKLFK�DOO�SHQDOWLHV�FXVWRPDULO\
LPSRVHG� IRU� IDLOLQJ� WR� SD\�PRWRU� YHKLFOH� H[FLVH� WD[HV�� VDOHV� WD[HV�� DQG
LPSURSHUO\�UHJLVWHULQJ�D�PRWRU�YHKLFOH�ZRXOG�EH�ZDLYHG�
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+RXVH�%LOO������,PSURYLQJ�WD[�FRPSOLDQFH�DVVRFLDWHG�ZLWK�WKH�UHJLVWUDWLRQ�RI�PRWRU
YHKLFOHV

6HUYLFH�RI�6XPPRQVHV

7KH�2IILFH�ILOHG�OHJLVODWLRQ�WR�DXWKRUL]H�2IILFH�VWDII�WR�GHOLYHU�VXPPRQVHV
IRU� GRFXPHQWV�� � &XUUHQWO\�� 2IILFH� VWDII� PD\� GHOLYHU� VXPPRQVHV� IRU
ZLWQHVVHV� EXW� QRW� IRU� GRFXPHQWV�� � 7KLV� OHJLVODWLRQ� ZRXOG� SURWHFW� WKH
FRQILGHQWLDOLW\�RI�LQYHVWLJDWLRQV�DQG�SURGXFH�FRVW�VDYLQJV�IRU�WKH�2IILFH�

+RXVH�%LOO������7HFKQLFDO�FKDQJH�UHJDUGLQJ�WKH�2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO

5HDO�(VWDWH�7UDQVDFWLRQV

7KH�2IILFH�ILOHG�OHJLVODWLRQ�WR�HVWDEOLVK�RSHQ�DQG�DFFRXQWDEOH�SURFHGXUHV
IRU� WKH�DFTXLVLWLRQ� DQG� GLVSRVLWLRQ� RI� UHDO� SURSHUW\� E\� LQGHSHQGHQW� VWDWH
DXWKRULWLHV�� � 6WDWH� DXWKRULWLHV�� ZKLFK� DUH� FXUUHQWO\� VXEMHFW� WR� YLUWXDOO\� QR
VWDWXWRU\� UXOHV� UHTXLULQJ� DGYHUWLVHG� FRPSHWLWLRQ� IRU� UHDO� SURSHUW\
WUDQVDFWLRQV�� ZRXOG� EH� UHTXLUHG� WR� XQGHUWDNH� WKHVH� WUDQVDFWLRQV� LQ� D
SUXGHQW��IDLU��DQG�FRPSHWLWLYH�PDQQHU�

+RXVH�%LOO������5HTXLULQJ�WKH�RSHQ�DQG�DFFRXQWDEOH�DFTXLVLWLRQ�DQG�GLVSRVLWLRQ�RI
UHDO�SURSHUW\�E\�VWDWH�DXWKRULWLHV

5HSHDO�RI�([HPSWLRQV�IURP�&RPSHWLWLYH�5HTXLUHPHQWV

7KH�2IILFH� ILOHG� OHJLVODWLRQ� WR� UHSHDO� IRXU� XQQHFHVVDU\� H[HPSWLRQV� IURP
FRPSHWLWLYH� SURFHGXUHV� JRYHUQLQJ� ORFDO� SURFXUHPHQWV� RI� VXSSOLHV� DQG
VHUYLFHV�� � &RQWUDFWV� IRU� SROLFH�RUGHUHG� WRZLQJ� DQG� VWRUDJH� RI� PRWRU
YHKLFOHV�� WUDVK�DQG� UHF\FODEOH� FROOHFWLRQV�� FRQWUDFWV� IRU� UHWLUHPHQW� ERDUG
VHUYLFHV�� DQG� WKH� SURFXUHPHQW� RI� LQVXUDQFH� ZRXOG� EH� VXEMHFW� WR� WKH
FRPSHWLWLYH�UHTXLUHPHQWV�RI�0�*�/��F����%�

+RXVH�%LOO������5HSHDOLQJ�FHUWDLQ�H[HPSWLRQV

,QWHUVWDWH�&RPPLVVLRQ�RQ�&RRSHUDWLRQ

7KH� 2IILFH� ILOHG� OHJLVODWLRQ� WR� LPSURYH� H[FKDQJH� RI� LGHDV�� LQIRUPDWLRQ�
HGXFDWLRQ�� NQRZOHGJH�� DQG� WUDLQLQJ� LQ� WKH� SUHYHQWLRQ� DQG� GHWHFWLRQ� RI
IUDXG��ZDVWH��DQG�DEXVH�LQ�JRYHUQPHQW�H[SHQGLWXUHV�DQG�SURJUDPV���$Q
,QWHUVWDWH�&RPPLVVLRQ�RQ�&RRSHUDWLRQ�ZRXOG�EH�FUHDWHG�FRQVLVWLQJ�RI�WKH
FXUUHQW� DQG� WZR� RI� WKH� IRUPHU� 0DVVDFKXVHWWV� ,QVSHFWRUV� *HQHUDO�
$WWRUQH\V�*HQHUDO��6WDWH�$XGLWRUV��DQG�WKHLU�GHVLJQHHV���7KH�FRPPLVVLRQ
ZRXOG�FRQIHU�ERWK� UHJLRQDOO\�DQG�QDWLRQDOO\�ZLWK� ORFDO�� VWDWH��DQG� IHGHUDO
JRYHUQPHQW� RIILFLDOV� WR� IRUPXODWH� SURSRVDOV� IRU� SURIHVVLRQDO� FHUWLILFDWLRQ
DQG� VWDQGDUGL]DWLRQ� RI� SUDFWLFHV� LQ� DUHDV� VXFK� DV� IUDXG� H[DPLQDWLRQ�
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JRYHUQPHQWDO� DFFRXQWLQJ� DQG� DXGLWLQJ�� SHUIRUPDQFH� DXGLWLQJ�� ODZ
HQIRUFHPHQW�� FULPLQDO� MXVWLFH� DGPLQLVWUDWLRQ�� LQWHOOHFWXDO� SURSHUW\� ODZ�
SXEOLF� SXUFKDVLQJ� DQG� SURFXUHPHQW�� DQG� IDLU� ODERU� VWDQGDUGV� DQG
SUDFWLFHV���&RPPLVVLRQ�PHPEHUV�ZRXOG�UHFHLYH�QR�FRPSHQVDWLRQ��DQG�QR
DGGLWLRQDO� HPSOR\HHV� RU� FRQVXOWDQWV� ZRXOG� EH� KLUHG�� � 7KH� FRPPLVVLRQ
ZRXOG�EH�DEOH�WR�UHTXHVW�FOHULFDO�DQG�WHFKQLFDO�DVVLVWDQFH�IURP�WKH�WKUHH
RIILFHV� LQYROYHG�� EXW� WKH� RIILFHV� ZRXOG� SURYLGH� DVVLVWDQFH� RQ� D� VWULFWO\
YROXQWDU\�EDVLV�

+RXVH�%LOO������(VWDEOLVKLQJ�DQ�LQWHUVWDWH�FRPPLVVLRQ�RQ�FRRSHUDWLRQ

7UXVW�)XQGV�DQG�2II�%XGJHW�$FFRXQWV

7KH�2IILFH�ILOHG�OHJLVODWLRQ�WR�HVWDEOLVK�SUXGHQW�FRQWUROV�RYHU�WKH�FUHDWLRQ�
DGPLQLVWUDWLRQ��DQG�UHSRUWLQJ�RI�WUXVW�IXQGV�DQG�RII�EXGJHW�DFFRXQWV���7KH
&RPPRQZHDOWK�FXUUHQWO\�ODFNV�HIIHFWLYH�FRQWUROV�RYHU�WKH�FUHDWLRQ�DQG�XVH
RI� IXQGV� WKDW� DUH� QRW� DSSURSULDWHG� E\� WKH� /HJLVODWXUH�� � 7KH� OHJLVODWLRQ
ZRXOG�UHTXLUH�OHJLVODWLYH�DSSURYDO�RI�WKH�FUHDWLRQ�RI�VXFK�IXQGV�DV�ZHOO�DV
UHSRUWV� WR� WKH�/HJLVODWXUH�RQ�UHYHQXHV�DQG�H[SHQGLWXUHV�DVVRFLDWHG�ZLWK
WUXVW�IXQGV�DQG�RII�EXGJHW�DFFRXQWV�

+RXVH�%LOO������5HJXODWLQJ�WKH�HVWDEOLVKPHQW�DQG�DGPLQLVWUDWLRQ�RI�FHUWDLQ�IXQGV�E\
VWDWH�DJHQFLHV

&RPSHWLWLYH�3URFXUHPHQW�RI�)LQDQFLDO�6HUYLFHV

7KH�2IILFH�ILOHG�OHJLVODWLRQ�WR�HVWDEOLVK�RSHQ��DFFRXQWDEOH��DQG�FRPSHWLWLYH
SURFHGXUHV� IRU� WKH� LVVXDQFH�RI�SXEOLF�GHEW�E\� WKH�&RPPRQZHDOWK�� �7KH
XVH�RI�QHJRWLDWHG�VDOHV�E\� WKH�&RPPRQZHDOWK�ZRXOG�EH�FRQWUROOHG��DQG
WKH�UROH�RI�WKH�)LQDQFH�$GYLVRU\�%RDUG�ZRXOG�EH�VWUHQJWKHQHG�WR�HQVXUH
WKDW�WD[SD\HUV¶�LQWHUHVWV�DUH�IXOO\�SURWHFWHG�

+RXVH�%LOO������,PSURYH�SURFHGXUHV�IRU�WKH�LVVXDQFH�RI�SXEOLF�GHEW

5HODWHG�3DUW\�7UDQVDFWLRQV

7KH� 2IILFH� ILOHG� OHJLVODWLRQ� WR� UHVWULFW� DQG� UHJXODWH� UHODWHG�SDUW\
WUDQVDFWLRQV�LQ�FRQWUDFWLQJ�IRU�JRRGV�DQG�VHUYLFHV�E\�WKH�&RPPRQZHDOWK�
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8QGHU� WKLV� OHJLVODWLRQ�� D� SULQFLSDO�� RIILFHU�� HPSOR\HH�� ERDUG� RI� GLUHFWRUV
PHPEHU� DVVRFLDWHG� ZLWK� DQ\� FRQWUDFWRU� UHFHLYLQJ� ��������� RU� PRUH� RI
JURVV� UHYHQXHV� WKURXJK� FRQWUDFWV� ZLWK� WKH� &RPPRQZHDOWK� ZRXOG� QR
ORQJHU�EH�DEOH�WR�SDUWLFLSDWH�LQ�DQ\�SURFXUHPHQW�ZKHQ�WKH�SHUVRQ�RU�DQ\
PHPEHU� RI� KLV� RU� KHU� LPPHGLDWH� IDPLO\� KDV�D� GLUHFW� RU� LQGLUHFW� ILQDQFLDO
LQWHUHVW�WKDW�FRQIOLFWV�VXEVWDQWLDOO\��RU�DSSHDUV�WR�FRQIOLFW�VXEVWDQWLDOO\��ZLWK
WKH�FRQWUDFWRU¶V�GXWLHV�DQG�UHVSRQVLELOLWLHV�WR�WKH�&RPPRQZHDOWK�

+RXVH�%LOO������5HJXODWLQJ�UHODWHG�SDUW\�WUDQVDFWLRQV�LQ�VWDWH�FRQWUDFWV
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