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,Q�WKH�UHSRUW�WKH�FRQVXOWDQW�FKRVH�WR�DSSURDFK�%&)&�URXWHV�EDVHG�XSRQ�D�EUHDN�HYHQ��ZLWKRXWJRYHUQPHQW�IXQGLQJ���OLPLWHG�FRUSRUDWH��EDVLV��FRQVLGHULQJ�FRVW�RI�UXQQLQJ�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUHDV��ORVV��UDWKHU�WKDQ�XSRQ�DQ�XQELDVHG�DSSURDFK�WR�%&)&�DV�SDUW�RI�WKH�3URYLQFLDO�WUDQVSRUWDWLRQLQIUDVWUXFWXUH��7KLV�DGRSWLRQ�E\�WKH�FRQVXOWDQW�RI�WKLV�SDUDGLJP�LV��SUREDEO\��GXH�WR�WKH�IHUU\�V\VWHPEHLQJ�SUHVHQWO\�RSHUDWHG�IRU�WKH�&URZQ�E\�%&)&�DV�D�&URZQ�&RUSRUDWLRQ��$OWKRXJK�WKH�725�JDYHFRQVLGHUDEOH�ODWLWXGH�WR�SHUPLW�PRUH��EOXH�VN\��WKLQNLQJ�WKH�FRQVXOWDQW�JHQHUDOO\�FKRVH��DQG�LQ�WKH�FDVHRI�ILQDQFLDO�DQDO\VLV�DQG�FRPPHQW�RQ�WDULII�DQG�VHUYLFH��SDUWLFXODUO\�FKRVH�WR�DGGUHVV�WKH�FRDVWDOWUDQVSRUWDWLRQ�LQIUDVWUXFWXUH�IURP�D�QDUURZ�YLHZ�RI�%&)&�DV�D�FRUSRUDWLRQ��UDWKHU�WKDQ�DV�DQ�RSHUDWRU�RIWKH�LQIUDVWUXFWXUH��)ROORZLQJ�LQHYLWDEO\�IURP�WKLV�LQLWLDO�PLQGVHW��WKH�REMHFWLYHV�GHYHORSHG�E\�WKHFRQVXOWDQW�DQG�VWDWHG�LQ�WKH�UHSRUW�GR�QRW�DGHTXDWHO\�UHIOHFW�WKH�7HUPV�RI�5HIHUHQFH��VHH�EHORZ��LQVHYHUDO�DUHDV��:H�ILQG�LW�GLVDSSRLQWLQJ�WKDW�DQ�RSSRUWXQLW\�IRU�XQELDVHG�UHYLHZ�DQG�GLDORJXH�KDV�EHHQIODZHG�E\�WKLV�W\SH�RI�WXQQHO�YLVLRQ��SDUWLFXODUO\�ZKHQ�WKH�UHSRUW�LV�LWVHOI�H[DPLQLQJ�DQ�H[DPSOH�RI�WKHGDQJHUV�RI�WXQQHO�YLVLRQ�LQ�WKH�SDVW��WKH�3DFLILF�&DWV��
,W�LV�QRW�RI�JUHDW�XVH�WR�DSSURDFK�D�EURDG�H[DPLQDWLRQ�RI�%&)&�RQO\�IURP�WKLV���OLPLWHG�FRUSRUDWH��SRLQWRI�YLHZ�VLQFH�LW��OLNH�WKH�KLJKZD\�V\VWHP�LW�LV�DQ�HVVHQWLDO�SDUW�RI��H[LVWV�WR�SURYLGH�WKH��LQIUDVWUXFWXUHWKDW�DOORZV�WKH�3URYLQFLDO�DQG�ORFDO�HFRQRPLHV�WR�ZRUN��$GGLWLRQDOO\��LQIUDVWUXFWXUH�SURYLVLRQ�LV�D�NH\UHVSRQVLELOLW\�RI�JRYHUQPHQW��7KH�FRQVXOWDQW
V�DSSURDFK�KDV�WKXV�VHULRXVO\�FRPSURPLVHG�KLV�FRVWDQDO\VHV�RQ�WKH�PDFUR�DQG�PLFUR�OHYHOV�DQG�DOVR�KLV�DELOLW\�WR�RIIHU�XVHIXO�FRPPHQW�LQ�WKH�DUHD�RI�WDULIIDQG�VHUYLFH�
)LQDQFLDO�YLDELOLW\��DV�QDUURZO\�GHILQHG�LQ�WKH�UHSRUW��FDQQRW�EH�WKH�JRDO�RQ�D�URXWH�E\�URXWH�EDVLV��DQGHYHQ�IRU�WKH�ZKROH�FRUSRUDWLRQ�ILQDQFLDO�YLDELOLW\�FDQ�RQO\�EH�D�JRDO�EDVHG�XSRQ�ILQDQFLDO�LQSXW�IURPWD[DWLRQ��ZKDW�ZH�WHUP��ILQDQFLDO�VXVWDLQDELOLW\����MXVW�DV�LV�WKH�FDVH�ZLWK�URDGV��
'XH�WR�WKH�OLPLWHG�SDUDGLJP�XSRQ�ZKLFK�WKH�UHSRUW�LV�EDVHG�ZH�DUH�RI�WKH�RSLQLRQ�WKDW�LQ�LWV�ILQDQFLDODQDO\VLV�DQG�LQ�PRVW�DUHDV�GHDOLQJ�ZLWK�VHUYLFH�DQG�WDULII�LW�KDV�UHGXFHG�YDOXH�
3OHDVH�UHIHU�WR�RXU�UHVSRQVH�VHFWLRQ���IRU�IXUWKHU�GLVFXVVLRQ�RI�SXEOLF�LQIUDVWUXFWXUH�7R�7DEOH�RI�&RQWHQWV�



���'LVFXVVLRQ�RI�:ULJKW�7HUPV�RI�5HIHUHQFH��725��DQG�SURFHVV�7KLV�VHFWLRQ�UHODWHV�WR�0U�:ULJKW
V�VWDWHPHQW�RI�REMHFWLYHV�LQ�WKH�UHSRUW
V�([HFXWLYH�VXPPDU\��6HFWLRQ,���DQG�WR�KLV�FRPPHQWV�RQ�725�FRPSRQHQWV�LQ�UHSRUW�VHFWLRQ�,,���5HTXHVWV�IRU�3XEOLF�,QSXW��$��2EMHFWLYHV�VWDWHG�LQ�UHSRUW�7KH�VWDWHPHQW�RI�REMHFWLYHV�LQWURGXFLQJ�WKH�UHSRUW�IDLOV�WR�FRYHU�VHYHUDO�RI�WKH�NH\�DUHDV�RI�WKH�725�DQG\HW�LQWURGXFHV��LGHQWLI\LQJ�WKH�FKDQJHV�QHFHVVDU\�WR�HQDEOH�%&�)HUULHV�WR�SURYLGH�DQ�HIILFLHQW�FXVWRPHU��IRFXVVHG�IHUU\�VHUYLFH�DW�DQ�DFFHSWDEOH�FRVW�WR�WD[SD\HUV�� DV�DQ�REMHFWLYH�HYHQ�WKRXJK�WKLVZDV�QRW�D�VWDWHG�REMHFWLYH�RI�WKH�725��
7KH�UHSRUW�IDLOV�WR�DGGUHVV�WKLV�REMHFWLYH��LQ�QR�ZD\�HVWDEOLVKLQJ�ZKDW��DQ�DFFHSWDEOH�FRVW�WR�WD[SD\HUV�LV��GHVSLWH�WKH�725�ZRUGLQJ�ZLWK�UHVSHFW�WR�KLJKZD\�HTXLYDOHQF\��RU�ZKDW�LV�PHDQW�E\��FXVWRPHU�IRFXVVHG���$V��FXVWRPHUV��ZH�XVHUV�KDYH�FOHDU�LGHDV�DERXW��FXVWRPHU�IRFXVVHG��VHUYLFH��DQG�WKDW�PHDQV�D�VWDEOH�DIIRUGDEOH�DQG�HIILFLHQW�VHUYLFH�EDVHG�XSRQ�VHUYLFH�UHTXLUHPHQWV�RI�WKH�FRDVWDO�FRPPXQLWLHV�
7KH�UHSRUW�PDNHV�VRPH�OLPLWHG�VXJJHVWLRQV�RQ�HIILFLHQF\�EXW�PDLQO\�FRQFHQWUDWHV�RQ�WKH�HDV\�WDUJHW�RIVHUYLFH�UHGXFWLRQ�WDULII�LQFUHDVH��ZKLFK�DUH�QRW HIILFLHQFLHV��UDWKHU�WKDQ�RQ�WKH�DFWXDO�RSHUDWLRQDO�DQGPDQDJHPHQW�LQHIILFLHQFLHV�WKDW�LW�FRXOG�KDYH�WDUJHWHG�
7KHVH�REMHFWLYH�GHFLVLRQV�ZHUH�PDGH��ZH�EHOLHYH��EHFDXVH�WKH�IHUU\�V\VWHP�EHLQJ�SUHVHQWO\�RSHUDWHG�IRUWKH�&URZQ�E\�%&)&�DV�D�&URZQ�&RUSRUDWLRQ��$OWKRXJK�WKH�725�JDYH�FRQVLGHUDEOH�ODWLWXGH�WR�SHUPLWPRUH��EOXH�VN\��WKLQNLQJ�WKH�FRQVXOWDQW�JHQHUDOO\�FKRVH��DQG�LQ�WKH�FDVH�RI�ILQDQFLDO�DQDO\VLV�DQGFRPPHQW�RQ�WDULII�DQG�VHUYLFH��SDUWLFXODUO\�FKRVH�WR�DGGUHVV�WKH�FRDVWDO�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUHIURP�D�QDUURZ�YLHZ�RI�%&)&�DV�D�FRUSRUDWLRQ��UDWKHU�WKDQ�DV�DQ�RSHUDWRU�RI�WKH�LQIUDVWUXFWXUH�%�725�FRPSRQHQW��'HYHORSLQJ�DQ�,QWHJUDWHG�0DULQH�7UDQVSRUWDWLRQ�3ODQ�7KLV�ZDV��ZH�IHHO��RQH�RI�WKH�PRUH�LPSRUWDQW�SRVLWLYH�LQLWLDWLYHV�WKDW�FRXOG�KDYH�EHHQ�DGGUHVVHG�E\�WKLVUHSRUW��+RZHYHU��0U��:ULJKW�VHHPV�WR�KDYH�QRW�PDGH�WKLV�D�SULRULW\�H[FHSW�LQ�WKH�DUHD�RI�JRYHUQDQFH�
7KH�UHSRUW�ZDV�WDVNHG�LQ�WKH�725�WR��PDNH�UHFRPPHQGDWLRQV�RQ�KRZ�WKH�FRUSRUDWLRQ�FDQ�FOHDUO\�OLQNZLWK�WKH�*RYHUQPHQW
V�PDULQH�WUDQVSRUWDWLRQ�VWUDWHJ\���7KLV�VWUDWHJ\�LV�GHVFULEHG�LQ�WKH�725�DV�WDNLQJ�LQWR�DFFRXQW�KLJKZD\�HTXLYDOHQF\��WKH�QHHGV�RI�IHUU\�GHSHQGHQW�FRPPXQLWLHV�DQG�WKHFRUSRUDWLRQ
V�RSHUDWLRQDO�HIILFLHQF\�DQG�VHUYLFH�REMHFWLYHV���7KH�UHSRUW�GRHV�QRW�DGGUHVV�WKHVH�LVVXHVH[FHSW�IRU�D�IHZ�XQVXSSRUWHG�FRPPHQWV�&�725�FRPSRQHQW��6HUYLFH�([FHOOHQFH�DQG�,PSURYHG�2SHUDWLRQV�7KLV�VHHPV�RQO\�WR�KDYH�EHHQ�DGGUHVVHG�IURP�WKH�SRLQW�RI�YLHZ�RI�FXWEDFNV�WR�VHUYLFH��RU��DQ�HTXLYDOHQW�LQFUHDVHV�WR�WDULII���ZKLFK�ZRXOG�QRW�VHUYH�WR�LPSURYH�VHUYLFH�H[FHOOHQFH�RU�HIILFLHQF\��DQG�PLJKW�ZHOOGHJUDGH�HIILFLHQF\�WKURXJK�GHPDQG�HODVWLFLW\�
6HUYLFH�HIILFLHQFLHV�DUH�LPSURYHPHQWV�WR�WKH�HIILFLHQF\�RI�RSHUDWLRQV��QRW�FXWEDFNV�WR�UHDFK�DQ�DUELWUDU\FRVW�WDUJHW��%&)&�KDV�SODQQHG�LWV�VHUYLFH�EDVHG�XSRQ�DUELWUDU\�EXGJHW�GHFLVLRQV�E\�JRYHUQPHQWV�RYHUWKH�\HDUV��DQG�WKLV�KDV�QRW�VHUYHG�WR�LPSURYH�LWV�HIILFLHQF\��:H�ORRNHG�WR�WKLV�UHSRUW�WR�VHH�D�YLVLRQ�RI�DIXWXUH�ZKHUH�WKH�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUH�LV�SODQQHG�DQG�IXQGHG�EDVHG�XSRQ�VHUYLFH�UHTXLUHPHQWVDQG�ZKHUH�%&)&�RU�DQ\�LQIUDVWUXFWXUH�RSHUDWRU�LV�UHTXLUHG�WR�PHHW�HIILFLHQF\�WDUJHWV�LQ�LWV�RSHUDWLRQDODQG�ILQDQFLDO�SODQQLQJ�DQG�LPSOHPHQWDWLRQ�LQ�UHODWLRQ�WR�VWDEOH�DQG�SUHGLFWDEOH�IXQGLQJ�DQG�VHUYLFHSDUDPHWHUV��7KH�UHSRUW�GLG�QRW�DGGUHVV�WKHVH�DUHDV�
7KH�GLUHFWLRQ�LQ�WKH�725�WR�FRQVLGHU�PHWKRGRORJLHV�IRU�PHDVXULQJ�SUHGLFWLQJ�ORQJ�WHUP�GHPDQGV�IRUVHUYLFH�JURZWK�GRHV�QRW�DSSHDU�WR�KDYH�EHHQ�DGGUHVVHG�



'�725�FRPSRQHQW��$OWHUQDWLYH�6HUYLFH�'HOLYHU\�0RGHOV�7KH�UHSRUW�LV�DOVR�ZHDN�LQ�WKLV�DUHD��FHUWDLQO\�QRW�UHDFKLQJ�WKH�OHYHO�RI�GHWDLO�WKH�725�WDVNHG�WKHFRQVXOWDQW�ZLWK��7KHUH�DUH�QR�FOHDU�H[DPSOHV�RI�PHWKRGV�XVHG�LQ�RWKHU�MXULVGLFWLRQV�QRU�LV�WKHUH�DQ\HYLGHQFH�RI�LQSXW�VXEPLVVLRQV�E\�SURVSHFWLYH�SULYDWH�RSHUDWRUV�
1R�FRQVLGHUDWLRQ�ZDV�JLYHQ�E\�WKH�FRQVXOWDQW�WR�LVVXHV�RI�FRPPXQLW\�HFRQRPLF�GHYHORSPHQW�DQGWRXULVP�(�&RQVXOWDWLRQ5HODWHV�WR�UHSRUW�VHFWLRQ�,,���5HTXHVW�IRU�SXEOLF�LQSXW��)RU�XV��DV�VWDNHKROGHUV��RQH�RI�WKH�NH\�SKUDVHV�LQ�WKH�725�ZDV��KRZ�WKH�*RYHUQPHQWV�SROLF\�RI�RSHQDQG�DFFRXQWDEOH�*RYHUQPHQW�VKRXOG�EH�LQFRUSRUDWHG�LQWR�WKH�&RUSRUDWLRQ
V�VWUDWHJLF��RSHUDWLRQDO�DQGFDSLWDO�SODQQLQJ�LQLWLDWLYHV�DQG�LWV�GD\�WR�GD\�GHDOLQJV�ZLWK�WKH�*RYHUQPHQW��WD[SD\HUV�DQG�IHUU\XVHUV��0U��:ULJKW�GLG�QRW�XQGHUWDNH�DQ\�GLUHFW�FRQVXOWDWLRQ�ZLWK�VWDNHKROGHUV�LQ�SURGXFLQJ�KLV�UHSRUW�QRU�GLG�KH�LQ�DQ\�ZD\�DGGUHVV�WKH�VXFFHVVHV��IDLOXUHV�DQG�VWUXFWXUH�RI�WKH�H[LVWLQJ�VWDNHKROGHU�SURFHVV�RUH[DPLQH�WKRVH�LQ�RWKHU�MXULVGLFWLRQV��+H�GLG�QRW�PDNH�DQ\�UHFRPPHQGDWLRQV�RQ�KRZ�IXWXUH�LQGHSHQGHQWVWDNHKROGHU�FRQVXOWDWLRQ�FRXOG�EH�LPSURYHG�
*RRG�VWDNHKROGHU�UHODWLRQV�DQG�FRQVXOWDWLRQV�KDYH�EHHQ�DQG�ZLOO�FRQWLQXH�WR�EH�HVVHQWLDO�WR�%&)&�DQGJRYHUQPHQW��:H�DUH�RI�WKH�RSLQLRQ�WKDW�WKLV�VKRXOG�EH�D�SULRULW\�IRU�WKH�JRYHUQPHQW�LQ�UHYLHZLQJ%&)&��7KH�&RDVWDO�&RXQFLO�KDV�PHPEHUVKLS�IURP�D�ZLGH�UDQJH�RI�VWDNHKROGHU�LQWHUHVWV��LQFOXGLQJUHSUHVHQWDWLRQ�IURP�DOO�ORFDO�URXWH�FRQVXOWDWLRQ�SURFHVVHV��SOXV�SDUWLFLSDWLRQ�SURYLVLRQ�IRU�%&)&�JRYHUQPHQW�DQG�WKH�XQLRQ��&RDVWDO�&RXQFLO�SURYLGHV�D�IRUXP�IRU�GLVFXVVLRQ�DQG�GHOLEHUDWLRQ�RQ�EURDGIHUU\�LVVXHV�DQG�RIIHUV��IUHH�RI�FKDUJH��D�WKLQN�WDQN�WKDW�KDV�QR�SDUDOOHO�LQ�WKLV�DUHD�
5HFRPPHQGDWLRQ,Q�RUGHU�WR�HQVXUH�HIIHFWLYH��LQGHSHQGHQW��VWDNHKROGHU�LQYROYHPHQW�ZH�UHFRPPHQG�WKDW�WKH�&RDVWDO&RXQFLO�EH�H[SDQGHG�WR�LQFOXGH�UHSUHVHQWDWLYHV�IURP�RWKHU�VWDNHKROGHU�ERGLHV�DQG�EH�IXQGHGLQGHSHQGHQWO\��7KLV�ZLOO�SD\�GLYLGHQGV�LQ�HIIHFWLYH�DQG�UHVSRQVLYH�SODQQLQJ�DQG�LQ�SXEOLF�FRQILGHQFH�LQWKH�IHUU\�V\VWHP�)�6XPPDU\3UDFWLFHV�LQ�RWKHU�MXULVGLFWLRQV�KDYH�QRW�EHHQ�H[DPLQHG��DV�WKH�725�GLUHFWHG�WKHP�WR�EH��LQ�DQ\�GHSWK�EH\RQG�XQVXSSRUWHG�FRPPHQWV�LQ�D�FRXSOH�RI�SODFHV��7KLV�FRQVLGHUDEO\�UHGXFHV�WKH�YDOXH�RI�WKH�UHSRUW�$V�DQ�H[DPSOH�RI�UHVRXUFHV�WKH�FRQVXOWDQW�FRXOG�KDYH�XVHG�ZH�DSSHQG�VRPH�H[FHUSWV�IURP�D�UHFHQWUHSRUW�RQ�:DVKLQJWRQ�6WDWH�IHUU\�V\VWHP�
8QGHUO\LQJ�DVVXPSWLRQV��SDUDGLJPV��DUH�RQO\�EULHIO\�DGGUHVVHG�LQ�UHODWLRQ�WR�WKH�H[LVWLQJ�VLWXDWLRQ��7KHXQGHUO\LQJ�DVVXPSWLRQV�RI�WKH�UHSRUW�DUH�FOHDU�IURP�UHDGLQJ�LW��+RZHYHU��RWKHU�DYDLODEOH�SDUDGLJPV�DUHQRW�GLVFXVVHG�DW�DOO��
7KH�VWDWHPHQW�RI�REMHFWLYHV�LQWURGXFLQJ�WKH�UHSRUW�GRHV�QRW�UHIOHFW�WKH�725��DQG�ZH�DUH�RI�WKH�RSLQLRQWKDW�WKH�:ULJKW�UHSRUW�IDLOV��LQ�VHYHUDO�NH\�DUHDV��WR�SURSHUO\�DGGUHVV�WKH�725�VHW�E\�*RYHUQPHQW�
$V�VXFK��ZH�DUH�OHIW�WR�ZRQGHU�ZKDW�WKH�UHSRUW�FRVW�DQG�RQ�ZKDW�EDVLV�WKH�FRQVXOWDQW�LV�SDLG�IRU�VXFKFOHDUO\�GHILFLHQW�ZRUN�

7R�7DEOH�RI�&RQWHQWV����&RDVWDO�&RXQFLO�5HVSRQVHV�WR�VSHFLILF�:ULJKW�UHFRPPHQGDWLRQV



DQG�DQDO\VLV:H�KDYH�JDWKHUHG�RXU�UHVSRQVHV�WR�SDUWLFXODU�DUHDV�RI�0U��:ULJKW
V�UHSRUW�XQGHU�WKH�PDLQ�KHDGLQJV�RIWKH�UHSRUW
V�H[HFXWLYH�VXPPDU\��,Q�VRPH�FDVHV�ZH�PDNH�VSHFLILF�UHFRPPHQGDWLRQV�WKDW�UHODWH�WR�D�NH\IXWXUH�DFWLRQ�RU�DFWLRQV�LQ�WKHVH�DUHDV�
:H�DUH�NHHQ�WR�GLVFXVV�WKHVH�LVVXHV�IXUWKHU�LQ�GHSWK�ZLWK�JRYHUQPHQW��7KLV�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUHLV�HVVHQWLDO�WR�WKH�VXUYLYDO�RI�RXU�FRPPXQLWLHV�DQG�WR�WKH�HFRQRPLF�OLIH�RI�WKH�3URYLQFH�DQG�ZH�WDNH�WKLVUHYLHZ�YHU\�VHULRXVO\�
:H�ZRXOG�EH�LQWHUHVWHG�LQ�SDUWLFLSDWLQJ�LQ�UHVHDUFK�DQG�GLVFXVVLRQ�RI�WKRVH�DUHDV�IURP�WKH�725�IRU�WKLVUHSRUW�WKDW�WKH�UHSRUW�GLG�QRW�DGHTXDWHO\�DGGUHVV��:H�KDYH�OLPLWHG�RXU�UHVSRQVH��LQ�JHQHUDO��WR�WKH�DFWXDOUHSRUW�UDWKHU�WKDQ�JLYLQJ�LQSXW�RQ�WKH�DUHDV�LQ�WKH�725�QRW�FRYHUHG�E\�WKH�UHSRUW�$��)DVW�)HUULHV7KLV�VHFWLRQ�UHODWHV�WR�WKH�SDUWV�RI�WKH�UHSRUW�GHDOLQJ�ZLWK�IDVW�IHUULHV�LVVXHV���5HSRUW�VHFWLRQ�,,,�DQG�,9�:H�FRPPHQW�RQ�UHSRUW�VHFWLRQ�,9��'��EHORZ�XQGHU�RXU�FRPPHQWV�VHFWLRQ����%���L��
:ULJKW�5HFRPPHQGDWLRQ�*LYHQ�WKH�YHU\�OLPLWHG�PDUNHW�IRU�WKH�3DFLIL&DWV��WKH�VDOH�SURFHVV�FDQ�EH�H[SHFWHG�WR�WDNH�XS�WR�WZR�\HDUV��$FFRUGLQJO\��ZHUHFRPPHQG�WKDW�WKH�SUHVHQW�VDOHV�SURFHVV�FRQWLQXH��
5HVSRQVH�:H�JHQHUDOO\�DJUHH�ZLWK�0U��:ULJKW
V�UHSRUW�RQ�WKH�)DVW�)HUU\�SURMHFW�DQG�ILQG�WKDW�KLV�RSLQLRQV�HFKRWKRVH�ZHOO�FRYHUHG�LQ�WKH�SDVW��:H�FRQFXU�RQ�WKH�LPSRUWDQFH�RI�WKH�JRYHUQDQFH�LVVXH��:H�KRSH�WKDW%&)&�DQG�WKH�JRYHUQPHQW�ZLOO�HQVXUH�WKH�H[SHGLWLRXV�VDOH�RI�WKHVH�XQIRUWXQDWH�DVVHWV�%��%&�)HUU\�&RUSRUDWLRQ7KLV�VHFWLRQ�GHDOV�ZLWK�WKH�UHSRUW�DV�LW�FRPPHQWV�RQ�%&)&�DQG�IHUU\�VHUYLFH��UHSRUW�VHFWLRQ�,9��'��*RYHQDQFH��UHSRUW�VHFWLRQ�9�6HUYLFH�LPSURYHPHQW�DOWHUQDWLYHV��UHSRUW�VHFWLRQ�9,�5HYLHZ�RI�%&)&��L��*RYHUQDQFH
:ULJKW�5HFRPPHQGDWLRQ�:H�UHFRPPHQG�WKDW�WKH�3URYLQFH�DPHQG�WKH�%&�)HUULHV�HQDEOLQJ�OHJLVODWLRQ�WR�YHVW�LWV�SRZHUV�LQ�DQ�LQGHSHQGHQW�ERDUG�RIGLUHFWRUV�ZLWK�UHVSRQVLELOLW\�IRU�JRYHUQLQJ��H[HPSW�IURP�SROLWLFDO�DQG�EXUHDXFUDWLF�LQWHUIHUHQFH��8QGHU�WKLV�PRGHO��%&�)HUULHVZRXOG�UHFHLYH�D�FOHDU�PDQGDWH�DQG�XQGHUVWDQGLQJ�RI�WKH�3URYLQFH©V�H[SHFWDWLRQV�DQG�ZRXOG�DQQXDOO\�SUHVHQW�LWV�EXVLQHVV�SODQ�WKURXJK�WKH�0LQLVWHU�RI�7UDQVSRUWDWLRQ��WR�WKH�/HJLVODWXUH�DQG�ZRXOG�UHSRUW�TXDUWHUO\�RQ�WKH�UHVXOWV�RI�LWV�RSHUDWLRQV��
5HVSRQVH�7KH�FRQFHSW�RI�LQGHSHQGHQFH�LQ�JRYHUQDQFH�LV�HVVHQWLDO�WR�WKH�IHUU\�VHUYLFH�EHLQJ�UXQ�VXFFHVVIXOO\�DV�DWUDQVSRUWDWLRQ�XWLOLW\�LQ�WKH�IXWXUH��0DQ\�SDVW�SUREOHPV��LQFOXGLQJ�WKH�ODUJH�GHEW�WKDW�%&)&�ZDVFDUU\LQJ��ZHUH�GXH�WR�LOO�SODQQHG�JRYHUQPHQWDO�LQWHUIHUHQFH�DQG�HUUDWLF�JRYHUQPHQW�IXQGLQJ��,W�LVSRVVLEOH�WKDW�WKH�FRUSRUDWH�PRGHO�LV�QRW�DSSURSULDWH�IRU�SURYLVLRQ�RI�LQIUDVWUXFWXUH��:H�KDYH�ZRUNHGZLWK�%&)&�RQ�WKLV�LVVXH�LQ�WKH�SDVW��DQG�DUH�HDJHU�WR�SURYLGH�LQSXW�WR�GLVFXVVLRQV�RI�D�QHZ�PRGHO�
5HFRPPHQGDWLRQ:H�IDYRXU�GHYHORSPHQW�RI�D�QHZ�JRYHUQDQFH�PRGHO�IRU�SURYLVLRQ�RI�JRYHUQPHQW�VXSSRUWHG�IHUU\LQIUDVWUXFWXUH�WKDW�SURYLGHV�LQGHSHQGHQFH�ZLWK�UHJXODWRU\�RYHUVLJKW�WR�HQVXUH�WKDW�WKH�IHUULHV�VHUYH�DV�DWUDQVSRUWDWLRQ�XWLOLW\�SURYLGLQJ�LQIUDVWUXFWXUH�IRU�FRDVWDO�FRPPXQLWLHV�DQG�WKH�3URYLQFH�

7R�7DEOH�RI�&RQWHQWV��LL��6HUYLFH�,PSURYHPHQW�$OWHUQDWLYHV



:ULJKW�5HFRPPHQGDWLRQ�:H�UHFRPPHQG�WKDW�WKH�3URYLQFH�UHYLHZ�DOWHUQDWLYH�DSSURDFKHV�WR�WKH�GHOLYHU\�RI�IHUU\�VHUYLFHV�ZLWK�WKH�REMHFWLYHV�RI�EHLQJ�FRVWFRPSHWLWLYH��RIIHULQJ�FRQVXPHUV�FKRLFH�DQG�SURYLGLQJ�HIILFLHQW��FXVWRPHU��IRFXVVHG�VHUYLFH��6XFK�D�PRGHO�ZRXOG�FOHDUO\�UHTXLUHJUHDWHU�SULYDWH�VHFWRU�LQYROYHPHQW� �
5HVSRQVH�$V�ORQJ�DV�UHJXODWRU\�DXWKRULW\�HQVXUHG�WKH�VDPH�RU�EHWWHU�OHYHO�RI�VHUYLFH�DW�WKH�VDPH�RU�EHWWHU�FRVW�WRXVHUV��DQG�FRVW�HIILFLHQF\�ZDV�LPSURYHG��ZH�ZRXOG�VXSSRUW�LQYHVWLJDWLRQ�RI�DOWHUQDWLYH�VHUYLFH�GHOLYHU\PHWKRGV��SDUWLFXODUO\�ZKHUH�WKHVH�ZRXOG�HQFRXUDJH�ORFDO�HFRQRPLF�JURZWK�DQG�DGGUHVV�WKH�LPSRUWDQFHRI�HPSOR\PHQW�RSSRUWXQLWLHV�IRU�ORFDO�UHVLGHQWV��$Q\�FKDQJHV�VKRXOG�EH�FDUHIXOO\�PRQLWRUHG�LQFRQVXOWDWLRQ�ZLWK�VWDNHKROGHUV�WR�HQVXUH�WKH�FRQWLQXDQFH�RI�DFFHSWDEOH�VHUYLFH�DQG�WR�FKHFN�WKDW�FRVWHIILFLHQF\�LV�DFWXDOO\�LPSURYHG��8VHUV�DQG�WD[SD\HUV�VKRXOG�QRW�EHDU�WKH�FRVW�RI�LQHIILFLHQW�RSHUDWLRQVDQG�PDQDJHPHQW�
5HFRPPHQGDWLRQ7KH�SODFH�RI�WKH�IHUULHV�DV�WKH�PDULQH�KLJKZD\�V\VWHP�RI�WKH�FRDVW�PXVW�QRW�EH�FRPSURPLVHG�E\FKDQJLQJ�VHUYLFH�GHOLYHU\�PHWKRGV��MXVW�DV�FKDQJHV�RI�URDG�PDQDJHPHQW�PDLQWHQDQFH�ZRXOG�QRW�EHFRQWHPSODWHG�LI�WKLV�ZRXOG�FRPSURPLVH�WKH�TXDOLW\�RI�WKH�3URYLQFHV�ODQG�KLJKZD\�LQIUDVWUXFWXUH��&RVWHIILFLHQF\�PXVW�EH�LPSURYHG�DQG�H[DPLQDWLRQ�RI�DOWHUQDWLYH�VHUYLFH�GHOLYHU\�PHWKRGV�VKRXOG�WDNH�WKLVLQWR�DFFRXQW�

7R�7DEOH�RI�&RQWHQWV��LLL��)LQDQFLDO�$QDO\VLV�DQG�)LQDQFLDO�)UDPHZRUN
:ULJKW�5HFRPPHQGDWLRQ�6LPSO\�SXW��%&�)HUULHV�PXVW�LQFUHDVH�UHYHQXH�DQG�UHGXFH�FRVWV��7R�GR�VR�LW�VKRXOG�FRQVLGHU�DOWHULQJ�VHUYLFH�OHYHOV��LQFUHDVLQJWDULIIV��LPSOHPHQWLQJ�PRUH�IOH[LEOH�ZRUN�UXOHV��SXUFKDVLQJ�LWV�YHVVHOV�IURP�WKH�ORZHVW�FRVW�DQG�ULVN�VRXUFH��DQG�XUJLQJ�WKH3URYLQFH�WR�EXLOG�IL[HG�OLQNV�ZKHUH�HFRQRPLFDOO\�ZDUUDQWHG��6XFK�DFWLRQV�DUH�UHTXLUHG�WR�SURYLGH�VXIILFLHQW�IXQGLQJ�IRU�WKH�DVVHWUHQHZDO�QHFHVVDU\�WR�VXVWDLQ�D�UHOLDEOH�FRDVWDO�IHUU\�VHUYLFH�DW�DQ�DFFHSWDEOH�FRVW�WR�WD[SD\HUV��
5HVSRQVH�:H�ZHOFRPH�0U��:ULJKW
V�FRPPHQWV�LQ�WKH�DUHD�RI�IOH[LELOLW\�DQG�KLV�FOHDU�LGHQWLILFDWLRQ�RI�WKH�FRVW�RIJRYHUQPHQW�SROLFLHV�
:H�DUH�LQ�JHQHUDO�VXSSRUW�RI�WKH�UHFRPPHQGDWLRQV�RQ��LPSOHPHQWLQJ�PRUH�IOH[LEOH�ZRUN�UXOHV�SXUFKDVLQJ�LWV�YHVVHOV�IURP�WKH�ORZHVW�FRVW�DQG�ULVN�VRXUFH���
:H�KDYH��LQ�SUHYLRXV�UHSRUWV��VWDWHG�RSLQLRQV�LQ�OLQH�ZLWK�WKH�UHFRPPHQGDWLRQ��,I�WKH\�>%&VKLSEXLOGHUV@�UHTXLUH�ILQDQFLDO�VXEVLGLHV�WR�FRPSHWH��WKH\�VKRXOG�EH�FOHDU�DQG�YLVLEOH��QRW�GHOLYHUHGWKURXJK�WKH�VXEWHUIXJH�RI�%&�)HUULHV�EHLQJ�FRPSHOOHG�WR�SXUFKDVH�YHVVHOV�DW�KLJKHU�SULFHV�DQG�ULVN���
:H�ZHOFRPH�0U��:ULJKW
V�FRPPHQWV�RQ�GHPDQG�PDQDJHPHQW�DQG�KDYH�DOZD\V�VXSSRUWHG�WKH�XVH�RIGHPDQG�PDQDJHPHQW�WDULIIV�
:H�FRQFXU�WKDW�%&)&�QHHGV�WR��EH�JLYHQ�FOHDU�DXWKRULW\�WR�SXUFKDVH�VWDQGDUG�YHVVHOV�ZLWK�D�SURYHQRSHUDWLQJ�KLVWRU\�LQ�%&�ZDWHUV�IURP�WKH�ORZHVW�FRVW�SURYLGHU�WKDW�FDQ�DFFHSW������RI�WKH�GHVLJQ�DQGFRQVWUXFWLRQ�ULVN��:H�DUH��LQ�DJUHHPHQW�ZLWK�0U��:ULJKW��RI�WKH�RSLQLRQ�WKDW�%&)&
V�FDSLWDO�SODQ�LV�RYHUO\�FRQVHUYDWLYH�2XU�UHVSRQVH��KRZHYHU��LV�WKDW�WKH�3URYLQFH�VKRXOG�FDSLWDOL]H�RU�VHHN�FDSLWDOL]DWLRQ�RI�%&)&�LQ�RUGHU�WRSURYLGH�DQ�H[SDQGLQJ��LPSURYLQJ�LQIUDVWUXFWXUH�LQ�VXSSRUW�RI�HFRQRPLF�JURZWK�
:H��DOVR��DUH�FRQFHUQHG�DERXW�WKH�FRVWV��ERWK�ILQDQFLDO�DQG�WR�HIILFLHQF\��RI�UHVWULFWLRQV�SODFHG�XSRQ



%&)&�E\�3URYLQFLDO�DQG�)HGHUDO�SROLFLHV��VXFK�DV�7UDQVSRUW�&DQDGD�FUHZLQJ�DQG�FHUWLILFDWLRQUHJXODWLRQV�DQG�HQYLURQPHQWDO�UHJXODWLRQV���:H�KDYH�VWDWHG�LQ�SUHYLRXV�UHSRUWV�WKDW�FRVWV�IRU�SXEOLFSROLF\�GHFLVLRQV�VKRXOG�QRW�EH�ERUQH�E\�XVHUV�RI�WKH�V\VWHP��EXW�UDWKHU�E\�WKH�RULJLQDWLQJ�JRYHUQPHQW�:H�QRWH�LQ�WKLV�UHJDUG�WKH�KLJK�FRVW�RI�)HGHUDO�UHJXODWLRQV�DQG�WKH�IDFW�WKDW�WKH�)HGHUDO�JRYHUQPHQWGRHV�QRW�XVH�LWV
�JDV�WD[�WR�VXSSRUW�3URYLQFLDO�LQIUDVWUXFWXUH�LQ�%&�LQ�DQ\�UHDVRQDEOH�SURSRUWLRQ�WR�WKHDPRXQW�LW�FROOHFWV�KHUH�
7KLV�H[WHQGV�WR�FRQVLGHUDWLRQ�RI�WKH�FRQVLGHUDEOH��DURXQG���0��FRVW�RI�VRFLDO�SROLF\�GHFLVLRQV��VHQLRUV�VFKRRO�DQG�PHGLFDO���ZKLFK�ZH�KDYH�DOZD\V�PDLQWDLQHG�VKRXOG�EH�ERUQH�E\�WKH�UHOHYDQW�0LQLVWULHV�
0U��:ULJKW�VWDWHV�WKDW��7KH�&%$�>ZKLFK@�ODFNV�WKH�IOH[LELOLW\�WR�DOORZ�%&�)HUULHV�WR�RSHUDWH�DV�DQHIILFLHQW��FRVW�HIIHFWLYH�RSHUDWRU��:H�XQGHUVWDQG�WKDW�WKH�XQLRQ�LV�RSHQ�WR�WKH�FRQFHSW�RI�JUHDWHUIOH[LELOLW\�DQG�HQFRXUDJH�WKH�JRYHUQPHQW�DQG�%&)&�WR�DFWLYHO\�H[SORUH�WKLV�LVVXH�ZLWK�WKHP�
:H�EHOLHYH�WKDW�VRPH�RI�0U��:ULJKWV�ILQDQFLDO�DVVXPSWLRQV�DUH�IODZHG��IRU�H[DPSOH�KH�LQFOXGHV�ORVWLQWHUHVW�UHYHQXH�����P��DQG�DPRUWL]DWLRQ������P��IURP�UHVFLQGHG�GHEW�DV�ZHOO�DV�ODVW�\HDUV�RSHUDWLQJORVV����P��DV�SDUW�RI�KLV�H[SHFWHG�IXWXUH�FRUSRUDWH�ORVVHV�¥�H[SHQVHV�DUH�FRPSOHWHO\�XQZDUUDQWHG�LQSUHGLFWLQJ�IXWXUH�HDUQLQJV�ORVVHV�IRU�WKH�&RUSRUDWLRQ�VLQFH�WKLV�GHEW�ZDV�WUDQVIHUUHG�WR�WKH�JRYHUQPHQWVERRNV��:H�QRWH�WKDW�WKLV�GHEW�ZDV�ODUJHO\�WKHUH�GXH�WR�SDVW�JRYHUQPHQWDO�PLVPDQDJHPHQW�DQGLQDGHTXDWH�HUUDWLF�JRYHUQPHQW�ILQDQFLDO�FRQWULEXWLRQV��$QRWKHU�LQVWDQFH�LV�KLV�QRQ�LQFOXVLRQ�RIHODVWLFLW\�ILJXUHV�ZKHQ�FRQWHPSODWLQJ�WKH�DIIHFWV�RI�WDULII�FKDQJHV��LQFOXGLQJ�KLV�QRW�H[DPLQLQJ�WKHYDOLGLW\�RI�%&)&
V�RZQ�HODVWLFLW\�ILJXUHV���
0U��:ULJKW�DOVR�IDLOV�WR�H[DPLQH�DQG�VXJJHVW�LPSOLFDWLRQV�IRU�IXWXUH�GHFLVLRQV�RI�WKH�LPSDFW�RI�RWKHUSDVW�JRYHUQPHQW�GHFLVLRQV�VXFK�DV�VKLS�OHDVLQJ�DQG�IXQGLQJ�FDSLWDOL]DWLRQ�GHILFLHQFLHV�WKDW�OHDG�WRLQFUHDVHG�FRVW�WRGD\��+DG�WKH������KLJKZD\�HTXLYDOHQF\�IXQGLQJ�PRGHO��VHW�XS�E\�WKH�JRYHUQPHQW�RIWKH�GD\�ZKHQ�VHWWLQJ�XS�%&)&��EHHQ�FRQWLQXRXVO\�DQG�UHOLDEO\�LPSOHPHQWHG�VLQFH�������DQG�LIJRYHUQPHQW�KDG�QRW�LQWHUIHUHG�ZLWK�WKH�)DVW�)HUU\�SURMHFW��%&)&�ZRXOG�QRW�KDYH�EHHQ�FDUU\LQJ�GHEWDQG�ZRXOG��LQ�DOO�SUREDELOLW\��EH�IDU�PRUH�HIILFLHQW�DQG�EH�FKDUJLQJ�FRQVLGHUDEO\�ORZHU�WDULIIV�IRU�EHWWHUVHUYLFH��7KHUH�DUH�PDQ\�OHVVRQV�WR�EH�OHDUQHG�IURP�WKHVH�SDVW�PLVWDNHV��SDUWLFXODUO\�WKH�LPSRUWDQFH�RIH[DPLQLQJ�JRYHUQDQFH�PRGHOV�DQG�WKH�LPSRUWDQFH�RI�VWDEOH�IXQGLQJ�
7KH�YDULDQFH�DVVXPSWLRQV�XVHG�LQ�WKH�UHSRUW�VHHP�TXLWH�DUELWUDU\�DQG�OLWWOH�EDFNXS�DUJXPHQW�LV�SURYLGHGIRU�WKH�DVVXPSWLRQV�
$V�DQ�H[DPSOH�ZH�PLJKW�FRQVLGHU�VRPH�RI�WKH�ILJXUHV�XVHG�LQ�WKH�VHQVLWLYLW\�DVVHVVPHQW�LQ�WKH�UHSRUW�7KH�����LQFUHDVH�LQ�FDSLWDO�FRVWV�VHHPV�WR�EH�XQVXSSRUWHG�DQG�OLNHO\�LQVXSSRUWDEOH��HVSHFLDOO\�LQ�OLJKWRI�0U��:ULJKW
V�FRPPHQW�WKDW�YHVVHO�SULFHV�KDYH�EHHQ�FRPLQJ�GRZQ��7KH�DVVXPSWLRQ�WKDW�LQWHUHVW�UDWHV�FRXOG�EH����KLJKHU�WKDQ�%&)&
V�HVWLPDWH��7KH\�FRXOG�HTXDOO\�HDVLO\EH�ORZHU�2Q�S����RI�WKH�UHSRUW��LW�LV�VWDWHG�WKDW�LI�DOO�WKH�VHQVLWLYLW\�IDFWRUV�ZHUH�WR�EH�FRQVLGHUHG�FXPXODWLYHO\�WKHQ�WKH��EDODQFH�RI�ORQJ�WHUP�GHEW�DW�WKH�HQG�RI�WKH����\HDU�SODQ�ZRXOG�LQFUHDVH�E\������ELOOLRQ��7KHQ�LQ�WKH�VHFRQG�SDUDJUDSK��VHF��K��VDPH�SDJH��LW�LV�VWDWHG�WKDW�LI��MXVW�WZR�RI�WKH�DGMXVWHGDVVXPSWLRQV��WKH�SXUFKDVH�FRVW�RI�WKH�YHVVHOV�DQG�WKH�UDWH�RI�LQFUHDVH�LQ�H[SHQVHV�ZHUH�UHDOL]HG�WKH�ILQDQFLDO�LPSDFW�FRXOG�EH�VHYHUH��FDXVLQJ�ORQJ�WHUP�GHEW�WR�LQFUHDVH�E\�DSSUR[LPDWHO\�����ELOOLRQ���7KLV�VHHPV�LQFRQVLVWHQW�
,Q�WKH�DUHDV�RI�ILQDQFLDO�VXVWDLQDELOLW\�0U��:ULJKW�DSSHDUV�WR�KDYH�GLVWRUWHG�RU�PLVUHDG�WKH�ILQDQFLDOSLFWXUH�RI�%&)&�DQG�WR�KDYH�LJQRUHG�FULWLFDO�ILQDQFLDO�SDUDPHWHUV�VXFK�DV�GHPDQG�HODVWLFLW\�&RQWUDGLFWRU\�VWDWHPHQWV�DERXW�XQGHUFDSLWDOL]DWLRQ�DQG�SURILWDELOLW\�OHDG�RQH�WR�ZRQGHU�KRZ�FDUHIXO�WKHILQDQFLDO�DQDO\VLV�ZDV��7KRVH�RQO\�UHDGLQJ�WKH�H[HFXWLYH�VXPPDU\�ZLOO�EH�PLVOHDG�E\�WKLV�



:H�ZRUNHG�ZLWK�%&)&�DQG�JRYHUQPHQW�RQ�WKH�FUHDWLRQ�RI�D�VXVWDLQDEOH�ILQDQFLDO�IUDPHZRUN�IRU�%&)&EDVHG�XSRQ�WKH�UHFRJQLWLRQ�RI�WKH�IHUU\�VHUYLFH�EHLQJ�SDUW�RI�WKH�3URYLQFLDO�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUH�ZKLFK�ZDV��LQ�SDUW��LPSOHPHQWHG��7KH�IUDPH�ZRUN�LV�LQ�QR�ZD\�SHUIHFW��KRZHYHU�LW�LV�WKH�ILUVW�WLPH�VLQFH�����WKDW�%&)&�KDV�KDG�D�VHFXUH�EDVLV�XSRQ�ZKLFK�WR�SODQ��:H�DUH�RI�WKH�RSLQLRQ�WKDW�WKLV�IUDPHZRUNVKRXOG�EH�LPSURYHG�RQ��QRW�VXEMHFWHG�WR�DQRWKHU�DUELWUDU\�FKDQJH��
0U��:ULJKW�IDLOV�WR�LGHQWLI\�WKDW�D�NH\�IDFWRU�LQ�%&)&
V�SRRU�ILQDQFLDO�SHUIRUPDQFH��SRRU�FDSLWDOL]DWLRQDQG�LQHIILFLHQW�ILQDQFLDO�DQG�RSHUDWLRQDO�SHUIRUPDQFH�KDV�EHHQ�WKH�ODFN�RI�D�FOHDU�DQG�VHFXUH�IXQGLQJEDVH��:H�ZRXOG�GUDZ�D�SDUDOOHO�WR�WKH�GLIILFXOWLHV�LQ�WKH�:DVKLQJWRQ�6WDWH�IHUU\�V\VWHP�FDXVHG�DJDLQ�E\HUUDWLF�IXQGLQJ��
3DUW�RI�RXU�RULJLQDO�UHFRPPHQGDWLRQV�RQ�ILQDQFLDO�VXVWDLQDELOLW\�IRU�%&)&�ZDV�WKDW��OLNH�WKH�IHGHUDOFRQWULEXWLRQ��WKH�3URYLQFLDO�IXQGLQJ�FRQWULEXWLRQ�EH�LQGH[�OLQNHG��0U��:ULJKW�GRHV�QRW��LQ�KLV�ILQDQFLDOULVN�DQDO\VLV��DGGUHVV�WKLV�LVVXH��:H�DUH�RI�WKH�RSLQLRQ�WKDW�WKLV�ZRXOG�PDNH�D�FRQVLGHUDEOH�GLIIHUHQFH�WRWKH�ULVN�DQDO\VLV�7KH�FRXQFLO�KDV�QRW�\HW�H[SUHVVHG�DQ�RSLQLRQ�RQ�IL[HG�OLQNV��EXW�ZH�ZRXOG�EH�LQWHUHVWHG�LQ�SDUWLFLSDWLQJLQ�GLVFXVVLRQV�DURXQG�DOO�DVSHFWV�RI�LQWHJUDWLRQ�RI�WKH�PDULQH�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUH�RQ�WKH�FRDVW�
:H�VWURQJO\�VXSSRUW�LQFUHDVHG�HIILFLHQF\�RI�VHUYLFH�GHOLYHU\�DQG�RI�%&)&�PDQDJHPHQW�V\VWHPV�DQGEHOLHYH�WKDW�ODUJH�VWHSV�LQ�WKLV�DUHD�FDQ�EH�DFKLHYHG�ZLWKRXW�GHJUDGDWLRQ�RI�VHUYLFH�RU�QRQ�LQIODWLRQDU\WDULII�LQFUHDVHV��7KH�UHSRUW�GRHV�QRW�DGHTXDWHO\�DGGUHVV�WKLV�LVVXH��ZKLFK�LV�RQH�ZH�KDYH�EHHQ�KRSLQJ�WRVHH�DGGUHVVHG�IRU�PDQ\�\HDUV��DQG�ZKLFK�ZH�ZRXOG�EH�KDSS\�WR�ZRUN�RQ�ZLWK�JRYHUQPHQW�DQG�%&)&�7DULII�LQFUHDVHV�VHUYLFH�UHGXFWLRQV�DUH�QRW HIILFLHQFLHV�
:LWK�WKH�SURMHFWHG�JURZWK�RI�SRSXODWLRQ�LQ�FRDVWDO�%&�WDON�RI�UHGXFWLRQ�LQ�VHUYLFH�OHYHOV�LV�FRPSOHWHO\LQDSSURSULDWH��,Q�:DVKLQJWRQ�6WDWH��GHVSLWH�D�YHU\�GLIILFXOW�ILQDQFLDO�VLWXDWLRQ��IHUU\�VHUYLFH�LV�SODQQHGEDVHG�RQ�SURYLGLQJ�LQIUDVWUXFWXUH�WR�VXSSRUW�D�JURZLQJ�XVHU�EDVH��ZH�VKRXOG�EH�GRLQJ�WKH�VDPH�KHUH�0U��:ULJKW
V�VXJJHVWLRQ�WKDW�GHPDQG�PD\�GURS�E\�D�ODUJH�SHUFHQWDJH�LV�XQZDUUDQWHG�
5HFRPPHQGDWLRQV:H�UHFRPPHQG�WKDW�JRYHUQPHQW�FRQWLQXH�WKH�SODQQHG�IXQGLQJ�RI�WKH�IHUU\�V\VWHP�DQG��IXUWKHU��LQGH[OLQN�WKDW�IXQGLQJ�WR�HQVXUH�FRQWLQXLQJ�VXVWDLQDELOLW\��%&)&��RU�DQ\�RWKHU�RSHUDWRU��VKRXOG�WKHQ�EH�KHOGDFFRXQWDEOH�IRU�HIILFLHQW�H[HFXWLRQ�RI�LWV�SODQQHG�EXGJHW�

7R�7DEOH�RI�&RQWHQWV��D��6HUYLFH�DQG�7DULII
5HVSRQVH'XH�WR�LWV�IODZHG�SDUDGLJP�DQG�ODFN�RI�REMHFWLYLW\�WKH�UHSRUW�JHQHUDOO\�IDLOV�WR�PDNH�XVHIXO�RUFRQVWUXFWLYH�FRPPHQW�LQ�WKLV�DUHD�
7KH�:ULJKW�5HSRUW�LV�H[WUHPHO\�VKRUWVLJKWHG�RQ�WKH�EURDG�VRFLDO�DQG�HFRQRPLF�QHFHVVLW\�RI�D�IHUU\V\VWHP�WKDW�LV��LQ�SDUW��VXSSRUWHG�E\�SXEOLF�IXQGLQJ��&RQVHTXHQWO\�WKDW�UHSRUW�LV�SRWHQWLDO�LQMXULRXV�WR�WKHFRPPXQLWLHV�WKDW�GHSHQG�RQ�WKH�IHUU\�VHUYLFH�
:H�VWURQJO\�RSSRVH�UHGXFWLRQV�LQ�VHUYLFH�OHYHOV�DQG�LQFUHDVHV��EH\RQG�UHDVRQDEOH�LQIODWLRQDU\LQFUHDVHV��LQ�WKH�WDULII��LQFOXGLQJ�LQ�WKLV�UHGXFWLRQV�LQ�GLVFRXQW�OHYHOV�IRU�FRPPXWHU�WLFNHWV��
:H�EHOLHYH�WKDW�D�NH\�UHVSRQVLELOLW\�RI�JRYHUQPHQW�WR�SURYLGHG�LQIUDVWUXFWXUH�LQ�RUGHU�WR�HQFRXUDJHHFRQRPLF�JURZWK�DQG�VXVWDLQDELOLW\�



:H�RSSRVH�WKH�UHSRUW
V�FRVW�EDVHG�ILQDQFLDO�YLDELOLW\��OLPLWHG�FRUSRUDWH��DSSURDFK�WR�VHUYLFH�OHYHOV�ZKLOH�WKLV�PD\�EH�DSSURSULDWH�IRU�D�EXVLQHVV�ORRNLQJ�DW�WKH�V\VWHP�RQ�D�URXWH�E\�URXWH�EDVLV�ZLWK�D�YLHZWR�SXUFKDVLQJ�D�URXWH�LW�LV�QRW�DSSURSULDWH�IRU�DQ�LQWHJUDWHG�FRDVWDO�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUH��2QHGRHV�QRW�ORRN�DW�WKH�3URYLQFLDO�URDG�QHWZRUN�SXUHO\�RQ�D�FRVW�EDVLV�DQG�GHFLGH�WKDW�D��URDG�GHSHQGHQW�FRPPXQLW\�LV�FRVWLQJ�[�QXPEHU�RI�GROODUV�SHU�FDU�WR�VHUYLFH�¥�UDWKHU��RQH�ORRNV�DW�WKH�V\VWHP�DV�DZKROH�DQG�H[DPLQHV�ZKHWKHU�LW�LV�HIILFLHQWO\�DGGUHVVLQJ�WKH�LQIUDVWUXFWXUH�QHHGV�RI�WKH�3URYLQFH�7R�ORRN�DW�D�SDUWLFXODU�H[DPSOH�RI�WKLV�LQ�WKH�UHSRUW��7KH����URXWHV�WKDW�DUH�XQDEOH�WR�FRYHU�WKHLU�GLUHFW�RSHUDWLQJ�FRVWV�DQG�VXVWDLQLQJ�FDSLWDO�H[SHQGLWXUHVDIWHU�DOORFDWLRQ�RI�WKH�IHGHUDO�VXEVLG\��ORVH�D�FROOHFWLYH�����PLOOLRQ�SHU�DQQXP��:H�DUH�RI�WKH�RSLQLRQ�WKDW�WKHVH�URXWHV�FRVW�D�FHUWDLQ�DPRXQW�WR�RSHUDWH�SHU�DQQXP��LQ�WKH�VDPH�ZD\�WKDWKLJKZD\V�FRVW�D�FHUWDLQ�DPRXQW�WR�RSHUDWH��7KLV�W\SH�RI�DSSURDFK��ZKHUH�FRVWV�ZHUH�VWDWHG�DV�ORVVHV�LQ�DSHMRUDWLYH�IDVKLRQ��FKDUDFWHUL]HG�WKH�ODVW�JRYHUQPHQW
V�LOO�DGYLVHG�DWWHPSWV�WR�VKRZ�VR�FDOOHG��EUHDNHYHQ��VWUDWHJLHV�IRU�DOO�URXWHV�LQ������¥�WKLV�ZDV��DW�WKH�WLPH��VKRZQ�WR�EH�LPSRVVLEOH�IRU�PRVW�VPDOOHUURXWHV��LI�DQ\�OHYHO�RI�VHUYLFH�DW�DOO�ZDV�WR�EH�PDLQWDLQHG���7KH�UHSRUW�LPSOLHV�WKDW�LQFUHDVHG�WROOV��WDULII�FRXOG�DGGUHVV�WKHVH�URXWH�FRVWV��)LQDQFLDO�YLDELOLW\�FDQQRW�EH�WKH�JRDO�RQ�D�URXWH�E\�URXWH�EDVLV��DQGHYHQ�IRU�WKH�ZKROH�FRUSRUDWLRQ�ILQDQFLDO�YLDELOLW\�FDQ�RQO\�EH�D�JRDO�EDVHG�XSRQ�ILQDQFLDO�LQSXW�IURPWD[DWLRQ��MXVW�DV�LV�WKH�FDVH�ZLWK�URDGV�
,Q�WKLV�DUHD�WKH�UHSRUW�LV�VHULRXVO\�IODZHG�ILUVWO\��LQ�LWV�DQDO\VLV�RI�WKH�LPSDFW�RI�WDULII�LQFUHDVHV��LWLJQRUHV�HODVWLFLW\�HIIHFWV��DQG�UHIHU�WR�RXU�SUHYLRXV�UHSRUWV�LQ�ZKLFK�LW�LV�FOHDUO\�GHPRQVWUDWHG�WKDW��IRUPDQ\�URXWHV��WKHUH�DUH�QR�WDULIIV�WKDW�ZRXOG�UHVXOW�LQ�EUHDN�HYHQ��DQG�VHFRQGO\��WKH�URXWHV�DUH�SDUW�RI�WKH�KLJKZD\�V\VWHP�RI�WKH�3URYLQFH�DQG�FRVWV�VKRXOG�EH�ERUQH�E\JRYHUQPHQW�LQ�WKH�VDPH�ZD\�WKDW�WKH\�DUH�IRU�URDGV��7DULIIV�RQ�IHUULHV�DUH�YHU\�KLJK�LQ�UHODWLRQ�WR�FRVWVLQ�FRPSDULVRQ�WR�WKH�IHZ�ORFDO�H[DPSOHV�RI�WROO�FKDUJHV�RQ�URDGV�DQG��WKLUGO\��WKH�URXWHV�PDNH�XS�RQH�ZKROH�DQG�VKRXOG�FRQWULEXWH�WR�RQH�ZKROH�LQWHJUDWHG�WUDQVSRUWDWLRQLQIUDVWUXFWXUH�DQG�WKXV�VKRXOG�QRW�EH�FRQVLGHUHG�LQ�LVRODWLRQ��:H�KDYH�H[SUHVVHG�DQG�DUJXHG�FOHDUO\�LQRXU�SUHYLRXV�UHSRUWV�WKDW�ILQDQFLDO�VXVWDLQDELOLW\�IRU�%&)&�PXVW�EH�DSSURDFKHG�RQ�D�V\VWHP�ZLGH�EDVLV�6\VWHP�ZLGH�FKRLFHV�RI�RSHUDWLQJ�V\VWHPV��ODERU�SUDFWLFHV��FUHZLQJ�OHYHOV��VKLS�DOORFDWLRQ�DQG�RWKHUVKDYH�ODUJH�DIIHFWV�RQ�WKH�FRVW�EDVH�RI�LQGLYLGXDO�URXWHV�DQG�WR�VHW�WKHVH�URXWHV�WR�FRPSHWLQJ�ZLWK�HDFKRWKHU�LV�D�SRLQWOHVV�H[HUFLVH�
7KH�LPSOLFDWLRQ�LQ�WKH�UHSRUW�WKDW�WKHUH�DUH�URXWHV�WKDW�EUHDN�HYHQ��ZKHQ�FRQVLGHUHG�LQ�LVRODWLRQ��GRHVQRW�VWDQG�XS�WR�WKH�WHVW�RI�SURSHU�DQDO\VLV¥LI�WKH�FRVW�RI�FDSLWDO�LV�FRQVLGHUHG��DQG�WKH�UHSRUW�VXJJHVWVHYHQ�KLJKHU�FDSLWDO�FRVWV�VKRXOG�EH�SODQQHG�IRU��WKHQ�HYHQ�WKH�PDLQODQG�VHUYLFHV�URXWHV�GR�QRW�EUHDNHYHQ�
'XH�WR�HODVWLFLW\��UHYHQXHV�ZLOO�GURS�ZHOO�EHORZ�DQWLFLSDWHG�OHYHOV�DV�WUDIILF�GURSV��LI�IDUHV�DUH�UDLVHG�WRRPXFK��%&)&�FRXOG�ZHOO�HQG�XS�UHFHLYLQJ�OHVV�UHYHQXH��ZKLOH�VDLOLQJ�KDOI�HPSW\�VKLSV��
:H�DOUHDG\�KDYH�UHDO�ZRUOG�VHQVLWLYLW\�UHVXOWV�IRU�ODUJH�WDULII�FKDQJHV��FRXUWHV\�RI�WKH�1'3JRYHUQPHQW
V�LOO�FRQFHLYHG�WDULII�KLNHV��LQFOXGLQJ�WKH�WZR�LQ��������8VLQJ�0U��:ULJKW
V�ILJXUHV��IURP�����WR�������WUDIILF�JUHZ������RU�������SHU�\HDU��ZKLOH�SRSXODWLRQ�JUHZ������RU�������SHU�\HDU�6LQFH�WKDW�WLPH�WUDIILF�RQ�%&)&�KDV�EHHQ�IDLUO\�FRQVWDQW��JURZLQJ�����RU�������SHU�\HDU��ZKLOHSRSXODWLRQ�JUHZ������RU�������SHU�\HDU��7KLV�LV�QRW��DV�0U��:ULJKW�VXSSRVHV��GXH�WR�GHFOLQLQJ�UHDOLQFRPH��EXW��UDWKHU��WR�LOO�FRQVLGHUHG�WDULII�PDQLSXODWLRQ�E\�WKH�1'3�JRYHUQPHQW�
7KHVH�UHVXOWV�LQGLFDWH�WKDW�%&)&
V�WDULII�HODVWLFLW\�ILJXUHV�DUH�RYHUO\�RSWLPLVWLF�DQG�DSSO\�RQO\�WR�VPDOOFKDQJHV�LQ�WDULII��0U��:ULJKW��LQ�KLV�DQDO\VLV�RI�%&)&�VHQVLWLYLW\�IDFWRUV�GLG�QRW�FRQVLGHU�HODVWLFLW\DGHTXDWHO\��DQG�LQ�KLV�VWDWHPHQWV�DERXW�WDULII�KH�PDGH�QR�UHIHUHQFH�WR�WKLV�NH\�LVVXH�
7KLV�ODFN�RI�WDULII�JURZWK�LQ�WKH�IDFH�RI�JURZLQJ�SRSXODWLRQ�GHPDQG�DOVR�LQGLFDWHV�WKH�ODFN�RI�JURZWK�RI



WRXULVP�WUDIILF��VXJJHVWLQJ�WKH�QHJDWLYH�LPSDFW�RI�LQFUHDVLQJ�WDULII�RQ�WKLV�FULWLFDO�%&�LQGXVWU\�DQG�WKHHODVWLFLW\�RI�WKDW�GHPDQG��
3UHVHQW�IXQGLQJ�WR�%&)&�LV�SUHWW\�PXFK�LQ�OLQH�ZLWK�WKH�HTXLYDOHQW�FRVW�RI�SURYLGLQJ�KLJKZD\�DFFHVV�RQD�SHU�PLOH�EDVLV��EDVHG�RQ�DYHUDJH�KLJKZD\�FRVW���:KHQ�%&)&�3URYLQFLDO�IXQGLQJ�ZDV�VHW�XS��E\�WKH6RFLDO�&UHGLW�JRYHUQPHQW�RI�WKH�GD\��LQ������LW�ZDV�EDVHG�XSRQ�D�KLJKZD\�HTXLYDOHQF\�IRUPXOD��FRVWSHU�PLOH���,Q�DGGLWLRQ��XVHUV�RI�WKH�IHUULHV�SD\�D�FRQVLGHUDEOH�WROO�WR�XVH�WKH�LQIUDVWUXFWXUH��,Q�RWKHU�SDUWVRI�WKH�3URYLQFH�YHU\�FRVWO\�KLJKZD\�DFFHVVHV�WR�UHPRWH�FRPPXQLWLHV�IDU�H[FHHG�WKH�DYHUDJH�SHU�PLOHFRVW�EXW�DUH�VXSSRUWHG�DQG�DUH�RSHQ�IRU�QR�WROO�WUDYHO�E\�DOO��WKLV�KDV�EHHQ�FRQVLGHUHG�E\�DOO�SDVWJRYHUQPHQWV��LQFOXGLQJ�6RFLDO�&UHGLW�ZLWK�WKHLU��IUHHGRP�WR�WUDYHO��VORJDQ��WR�EH�HVVHQWLDO�WR�WKHHFRQRPLF�GHYHORSPHQW�RI�RXU�3URYLQFH��1RWH�WKDW�WROO�FKDUJHV�RQ�URDGV�DUH�QRUPDOO\�RQO\�PDGH�ZKHQWKHUH�LV�DQRWKHU�DOWHUQDWLYH�URXWH��IRU�DOPRVW�DOO�IHUU\�URXWHV�WKHUH�LV�QR�YLDEOH�DOWHUQDWLYH�
7KH�VLPSOLVWLF�UHFRPPHQGDWLRQV�LQ�WKLV�VHFWLRQ�RI�WKH�UHSRUW�FRPSOHWHO\�LJQRUH�WKH�HVVHQWLDO�QDWXUH�RI�DVHFXUH��FRQYHQLHQW�DQG�DIIRUGDEOH�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUH�IRU�WKH�HFRQRPLF�DQG�VRFLDOVXVWDLQDELOLW\�RI�FRDVWDO�FRPPXQLWLHV��ERWK�ODUJH�DQG�VPDOO��DQG�WKH�3URYLQFH�DV�D�ZKROH��7KH�UHSRUWGRHV�QRW�UHFRJQL]H�WKH�NH\�UHVSRQVLELOLW\�RI�JRYHUQPHQW�WR�SURYLGHG�LQIUDVWUXFWXUH�LQ�RUGHU�WR�HQFRXUDJHHFRQRPLF�JURZWK�DQG�VXVWDLQDELOLW\��WKHUH�DUH��LQGHHG��IHZ�RWKHU�PRUH�EDVLF�UHDVRQV�IRU�KDYLQJ�DJRYHUQPHQW�
:H�ZRUNHG�ZLWK�%&)&�DQG�JRYHUQPHQW�IRU�RYHU�WZR�\HDUV�RQ�WKH�FUHDWLRQ�RI�D�UDWLRQDOL]HG�WDULIIPRGHO��7KLV�H[KDXVWLYH�UHYLHZ�RI�WDULII�DQG�HVWDEOLVKHG�D�UDWLRQDO�WDULII�SROLF\�EDVHG�RQ�SHU�PLOHFKDUJHV��7KLV�SURFHVV�FOHDUO\�GHPRQVWUDWHG�WKDW�WDULII�FDQ�EH�UDWLRQDOL]HG�WR�SURYLGH�V\VWHP�ZLGH�SDULW\ZLWK�OLWWOH�QHJDWLYH�LPSDFW��7KLV�UHSRUW�WDNHV�D�ODUJH�UHWURJUDGH�VWHS�LQ�VXJJHVWLQJ�KLJKHU�WDULII�IRU�ORZHUYROXPH�URXWHV��D�YHU\�LPSUDFWLFDO�VXJJHVWLRQ�ZKHQ�HODVWLFLW\�DQG�UHODWLYH�UHYHQXH�EDVH�LV�WDNHQ�LQWRDFFRXQW��
3ULRU�WR�WKLV�UDWLRQDOL]DWLRQ�RI�WDULII�WKHUH�ZDV�QR�FOHDU�EDVLV�IRU�WDULII�GHFLVLRQV�DQG�JRYHUQPHQWVDUELWUDULO\�FKDQJHG�WDULII��FDXVLQJ�FXVWRPHU�LQVHFXULW\��SDUWLFXODUO\�LQ�WKH�WRXULVP�LQGXVWU\��DQG��DJDLQ�DV�ZLWK�JRYHUQPHQW�IXQGLQJ��FULSSOLQJ�%&)&�E\�UHPRYLQJ�WKHLU�DELOLW\�WR�SODQ�IRU�WKH�IXWXUH�
2XU�UHSRUW�RQ�WKH�WDULII�LVVXH�DQG�%&)&�DQG�JRYHUQPHQWV�DGRSWLRQ�RI�D�UDWLRQDOL]HG�WDULII�PRGHO�ILQDOO\JDYH�IHUU\�XVHUV�DQG�EXVLQHVVHV�D�VRXQG�DQG�VWDEOH�EDVLV�IRU�WKH�IXWXUH��7R�UHYLVLW�WKH�LVVXH�QRZ�ZRXOGEH�WR�JUHDWO\�UHGXFH�FRQILGHQFH�LQ�WKH�IHUU\�V\VWHP��7KH�UDWLRQDOL]HG�WDULII�PRGHO�SURYLGHV�IRU�SODQQHGSKDVHG�UDWLRQDOL]DWLRQ�RI�WDULIIV��DOORZLQJ�XVHUV�WR�SODQ�DQG�DGDSW�RYHU�D�SHULRG�RI�VHYHUDO�\HDUV��7KLVSURFHVV�DOVR�JLYHV�DOO�XVHUV�FRQILGHQFH�WKDW�IDUHV�DUH�FKDUJHG�RQ�WKH�VDPH�EDVLV�DFURVV�WKH�V\VWHP�MXVW�DVYHKLFOH�OLFHQVLQJ�IHHV�DQG�JDVROLQH�WD[HV��UHSUHVHQWDWLYH�RI�FRVW�RI�KLJKZD\V��DUH�WKH�VDPH�WKURXJKRXWWKH�3URYLQFH�
:H�UHIHU�WR�WKH�:DVKLQJWRQ�6WDWH�IHUU\�V\VWHP�UHSRUW��ZKLFK�FDOOV�IRU�WDULII�UDWLRQDOL]DWLRQ���HTXLW\���RQWKDW�V\VWHP�DQG�UHFRPPHQGV�D�YHU\�VLPLODU�PHWKRG�WR�WKDW�UHFRPPHQGHG�LQ�RXU�UHSRUW�RQ�WDULII�DQG�SDUWLDOO\��DGRSWHG�E\�JRYHUQPHQW�DQG�%&)&�
:H�DUH�RI�WKH�RSLQLRQ�WKDW�WKH�JRYHUQPHQW�VKRXOG�DOORZ�%&)&�WR�FRQWLQXH�ZLWK�WKH�SODQQHGUDWLRQDOL]DWLRQ�RI�WDULII��DQG�VKRXOG�QRW��DV�WKH�ODVW�JRYHUQPHQW�GLG��LPSRVH�DUELWUDU\�WDULIIV��7RJHWKHUZLWK�SURSHU��FRQWLQXLQJ��IXQGLQJ�RI�%&)&�WKLV�ZLOO�DGGUHVV�%&)&
V�ILQDQFLDO�QHHGV�
:H�ZLVK�WR�SRLQW�RXW�WKDW�VXEVLG\�WR�%&)&�LV�YHU\�ORZ�LQ�UHODWLRQ�WR�RWKHU�SXEOLF�WUDQVSRUWDWLRQLQIUDVWUXFWXUH�VXFK�DV�%&�7UDQVLW�DQG�WKDW�WDULII�IRUPV�D�YHU\�VLJQLILFDQW�SURSRUWLRQ�RI�%&)&�LQFRPH��DIDU�ODUJHU�SURSRUWLRQ�WKDQ�ZDV�HQYLVDJHG�ZKHQ�WKH�FRUSRUDWLRQ�ZDV�ILUVW�IRUPHG��
7KH�VXEVLG\�LV�DOVR�ORZ�LQ�UHODWLRQ�WR�WKDW�REWDLQLQJ�LQ�:DVKLQJWRQ�6WDWH��ZKHUH�D�UHFHQW�LQLWLDWLYH�VHHNV



WR�PRYH�IURP�����WR�����FRVW�UHFRYHU\��%&)&�LV�SUHVHQWO\�RSHUDWLQJ�DW�����RI�DOO�FRVWV�LQFOXGLQJFDSLWDO��EDVHG�RQ�:ULJKW�UHSRUW�ILJXUHV���1RWH�WKDW�LQ�:DVKLQJWRQ�6WDWH�FRVW�UHFRYHU\�FDOFXODWLRQV�GRQRW�LQFOXGH�FDSLWDO�IXQGLQJ��DQG�UHFHQW�UHFRPPHQGDWLRQV�DUH��LQ�OLQH�ZLWK�KLJKZD\V��WR�QRW�LQFOXGHPDLQWHQDQFH�FRVWV�HLWKHU��%DVHG�RQ�:6)�JXLGHOLQHV�%&)&�LV�UHFRYHULQJ������RI�GLUHFW�RSHUDWLQJFRVWV�
&RDVWDO�DQG�LVODQG�FRPPXQLWLHV��LQFOXGLQJ�WKRVH�RQ�9DQFRXYHU�,VODQG��KDYH�HYROYHG�DQG�JURZQ�WR�WKHLUSUHVHQW�VWDWH�EDVHG�XSRQ�D�UHOLDEOH��DIIRUGDEOH��IHUU\�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUH��MXVW�DV�RWKHUFRPPXQLWLHV�KDYH�GHYHORSHG�EDVHG�XSRQ�D�UHOLDEOH��IUHH��URDG�LQIUDVWUXFWXUH��
&RDVWDO�FRPPXQLWLHV�DUH��IHUU\�GHSHQGHQW���MXVW�DV�RWKHU�FRPPXQLWLHV�DUH��URDG�GHSHQGHQW���7RUDGLFDOO\�LQFUHDVH�WDULII�RU�UHGXFH�VHUYLFH�ZRXOG�EH�WR�GHVWUR\�WKHVH�FRPPXQLWLHV��WRJHWKHU�ZLWK�WKHLUHFRQRPLHV�DQG�WKHLU�FRQWULEXWLRQ�WR�WKH�3URYLQFH��
7KLV�UHSRUW�LQ�QR�ZD\�DGGUHVVHV�WKLV�LVVXH�DQG�WDNHV�DQ�RYHUVLPSOLILHG��OLPLWHG�EXVLQHVV�FDVH��DSSURDFKWR�D�QRQ�EXVLQHVV�VLWXDWLRQ��(YHQ�FRQVLGHUHG�ZLWKLQ�WKLV��OLPLWHG�EXVLQHVV�FDVH��DSSURDFK�WKH�UHSRUW�LVIODZHG�LQ�WKDW�LW�GLG�QRW�H[DPLQH�WKH�WUXH�FRVWV�RI�DFWLRQV��LQFOXGLQJ�HFRQRPLF�LPSDFWV��VRFLDO�FRVWLPSDFWV�DQG�WD[�EDVH�LPSDFWV�
5HFRPPHQGDWLRQV:H�XUJH�WKH�JRYHUQPHQW�WR�DOORZ�%&)&�WR�FRQWLQXH�ZLWK�WKH�SODQQHG�UDWLRQDOL]DWLRQ�RI�WDULII��DQG�QRWWR�LPSRVH�DUELWUDU\�WDULIIV��7RJHWKHU�ZLWK�SURSHU��FRQWLQXLQJ��IXQGLQJ�RI�%&)&�WKLV�ZLOO�DGGUHVV�%&)&
VILQDQFLDO�QHHGV

7R�7DEOH�RI�&RQWHQWV��E��3UH�SDLG�WLFNHW�ERRNV�DQG�VRFLDO�SROLF\�GLVFRXQWV
5HVSRQVH7KH�VR�FDOOHG��FRPPXWHU�WLFNHWV� �SUH�SDLG�WLFNHW�ERRNV��RQ�URXWHV�VHUYLQJ�LVRODWHG�FRDVWDO�FRPPXQLWLHVUHSUHVHQW�IDUHV�KLVWRULFDOO\�H[SHULHQFHG�E\�UHVLGHQWV�RI�FRDVWDO�FRPPXQLWLHV��RQ�ZKLFK�WKHLU�OLIHVW\OHVDQG�FRPPXQLW\�YLDELOLW\�LV�EDVHG�DQG�GUDVWLF�FKDQJHV�WR�WKHVH�ZRXOG�EH�HTXLYDOHQW�WR�GUDVWLF�FKDQJHV�WRVWDQGDUG�WDULII�
0DQ\�VPDOO�URXWHV�WKDW�KDYH�WKHVH�VSHFLDO�WDULIIV�XVHG�WR�EH�RSHUDWHG�ZLWK�YHU\�ORZ�WDULII�E\�0LQLVWU\�RI+LJKZD\V��:KHQ�WKH�%&�)HUU\�&RUSRUDWLRQ�ZDV�IRUPHG�VRPHRQH�WKRXJKW�LW�DGPLQLVWUDWLYHO\�HIILFLHQW�WRLQFOXGH�DOO�VDOWZDWHU�IHUU\�VHUYLFHV�LQWR�WKH�FRUSRUDWLRQ
V�PDQGDWH��7KLV�ZDV�GHVSLWH�WKH�IDFW�WKDW�WKRVHVPDOO�VHUYLFHV�KDG�RSHUDWHG�SUHYLRXVO\�ZLWKRXW�QHHGLQJ�WKH�H[FHVVLYH�RYHUKHDG�RI�D�KHDGTXDUWHUVFRUSRUDWH�DGPLQLVWUDWLRQ��6LQFH�WKH�WDNHRYHU�WKHVH�URXWHV�KDYH�VXIIHUHG�UDSLGO\�LQFUHDVLQJ�WDULII��,Q������WKH�1'3�JRYHUQPHQWPDGH�ODUJH�LQFUHDVHV�LQ�WDULII��IROORZLQJ�SURWHVW�WR�WKH�JRYHUQPHQW�DIWHU�WKLV�LQFUHDVH��WLFNHW�ERRNV�ZHUHDJDLQ�PDGH�DYDLODEOH�DW�KLVWRULFDO�OHYHOV��DGMXVWHG�IRU�LQIODWLRQ��7KHVH�WLFNHW�ERRN�WDULIIV�DUH�WKXV�QRWFRQVLGHUHG�E\�UHVLGHQWV�WR�EH�GLVFRXQWV�EXW�UDWKHU�WR�EH�UHIOHFWLYH�RI�WKH�KLVWRULFDO�WDULII��SOXV�&3,LQFUHDVHV��WKDW�KDG�EHHQ�DYDLODEOH�WR�LVODQG�UHVLGHQWV�XQWLO�WKH�DWWHPSWHG�UDGLFDO�FKDQJH�E\�WKH�1'3JRYHUQPHQW�
0DQ\�XVHUV�DUH�QRW�FRPPXWHUV�DQG�WKH�IHUU\�GHSHQGHQW�FRPPXQLWLHV�DUH�QRW�MXVW�GRUPLWRULHV�IRU�WKHP�5DWKHU�WKH\�OLYH�DQG�ZRUN�LQ�WKHLU�IHUU\�GHSHQGHQW�FRPPXQLW\�DQG�PXVW�XVH�WKH�IHUU\�WR�DFFHVV�YLWDOFRPPHUFLDO��JRYHUQPHQW��HGXFDWLRQDO�DQG�PHGLFDO�VHUYLFHV�XQDYDLODEOH�LQ�WKHLU�FRPPXQLWLHV�DQG�WRDFFHVV�PDUNHWV�DQG�PDWHULDOV�WR�VXSSRUW�WKHLU�HFRQRPLF�DFWLYLWLHV�WR�VD\�QRWKLQJ�RI�WKH�IHUULHV�UROH�LQEULQJLQJ�FXVWRPHUV�WR�WKRVH�DFWLYLWLHV��7KLV�FDVH�LV�QR�GLIIHUHQW�WKDQ�DQ\�RWKHU�LQIUDVWUXFWXUH�GHSHQGHQWFRPPXQLW\�



,Q�LVRODWHG�FRPPXQLWLHV�ZLWK�IHZ�RU�QR�VHUYLFHV�DYDLODEOH�ORFDOO\�WKHVH�WLFNHW�ERRN�WDULIIV�UHSUHVHQW��IRUUHVLGHQWV��WKH�PHWULF�RI�LVRODWLRQ�DQG�ZRXOG�HTXDWH�WR�WKH�GLVSURSRUWLRQDWH�FRVW�WR�WD[SD\HUV�RI�KLJKZD\DFFHVV�WR�VPDOO�ODQGORFNHG�URDG�GHSHQGHQW�FRPPXQLWLHV�
1RWH�WKDW�HYHQ�FRPSOHWHO\�HOLPLQDWLQJ�WKHVH�WLFNHW�ERRN�WDULIIV�ZRXOG�PDNH�OLWWOH�LPSDFW�RQ�%&)&
VERWWRP�OLQH��HVSHFLDOO\�ZKHQ�HODVWLFLW\�ZDV�WDNHQ�LQWR�DFFRXQW���EXW�ZRXOG�KDYH�H[WUHPH�QHJDWLYHLPSDFW�RQ�ORFDO�FRPPXQLWLHV�DQG�WKHLU�VXVWDLQDELOLW\��'XULQJ�WKH�RQJRLQJ�SURFHVV�RI�UDWLRQDOL]DWLRQ�RIWDULII��HTXLW\�PXVW�FRQWLQXH�WR�EH�DGGUHVVHG�
:H�DV�D�FRXQFLO�KDYH�LW�LQ�RXU�EXVLQHVV�SODQ�WR�DGGUHVV�WKHVH�LVVXHV�DV�SDUW�RI�RXU�RQJRLQJ�GLDORJXH�RQWDULII�UDWLRQDOL]DWLRQ�ZLWK�JRYHUQPHQW�DQG�%&)&�
:LWK�UHJDUG�WR�VWXGHQW��PHGLFDO�DQG�VHQLRU�VRFLDO�SROLF\�IDUHV��WKH�&RDVWDO�&RXQFLO��LQ�DGYLVLQJJRYHUQPHQW�DQG�%&)&��KDV�QRWHG�WKDW�WKHVH�GLVFRXQWV�VHUYH�VRFLDO�IXQFWLRQV�WKDW�DUH�EH\RQG�WKHPDQGDWH�RI�WKH�)HUU\�&RUSRUDWLRQ��7R�WKH�H[WHQW�WKDW�WKH�&RUSRUDWLRQ�PXVW��DEVRUE��VXFK�VRFLDO�VHUYLFHGLVFRXQWV��WKH�WHQGHQF\�LV�IRU�WKH�&RUSRUDWLRQ�WR�VHHN�WR�DYHUDJH�WKHVH�FRVWV�LQWR�WKH�IDUHV�FKDUJHG�RWKHUSDVVHQJHUV��,I�WKHVH�GLVFRXQWV�DUH�WR�EH�FRQWLQXHG��FOHDUO\�WKH\�DUH�QRW�WKH�IXQGLQJ�UHVSRQVLELOLW\�RI�WKH&RUSRUDWLRQ�RU�WKH�RWKHU�SDVVHQJHUV��$V�VRFLDO�VHUYLFH�GHFLVLRQV�RI�JRYHUQPHQW��WKH\�DUH�IXQGLQJUHVSRQVLELOLWLHV�RI�WKH�DSSURSULDWH�0LQLVWULHV��7KH�&RUSRUDWLRQ�FRXOG��IRU�H[DPSOH��KDYH�0HPRUDQGD�RI$JUHHPHQW�ZLWK�WKH�UHVSRQVLEOH�0LQLVWULHV�DQG�VKRXOG�EH�ELOOLQJ�WKRVH�0LQLVWULHV�IRU�WKHVH�GLVFRXQWV�
5HFRPPHQGDWLRQV:H�UHFRPPHQG�WKDW�WKH�VWDNHKROGHUV��%&)&�DQG�JRYHUQPHQW�FRQWLQXH�WKH�SODQQHG�GLVFXVVLRQV�RQUDWLRQDOL]DWLRQ�RI�WLFNHW�ERRN�SULFLQJ�UDWKHU�WKDQ�JRYHUQPHQW�PDNLQJ�DUEULWUDU\�DQG�SRWHQWLDOO\GDPDJLQJ�GHFLVLRQV�RQ�WDULII��
:H�UHFRPPHQG�WKDW�JRYHUQPHQW�DVVLJQ�WKH�FRVW�RI�VRFLDO�SROLF\�SURYLVLRQV�WR�UHOHYDQW�PLQLVWULHV�

7R�7DEOH�RI�&RQWHQWV�



���3XEOLF�,QIUDVWUXFWXUH�DQG�KLJKZD\�HTXLYDOHQF\
7KLV�DGGUHVVHV�WKLV�VXEKHDGLQJ�RI�WKH�:ULJKW�UHSRUW��EXW��DOVR��UHSUHVHQWV�D�UHVSRQVH�E\�&RDVWDO�&RXQFLOWR�WKH�XQGHUO\LQJ�LQIUDVWUXFWXUH�SDUDGLJP�XSRQ�ZKLFK�0U��:ULJKW�EDVHG�KLV�UHSRUW�
:ULJKW�5HSRUW�VWDWHPHQW�,W�LV�LPSHUDWLYH�WKDW�DQ�LQWHJUDWHG�PDULQH�WUDQVSRUWDWLRQ�SODQ�EH�SUHSDUHG�ZKLFK�GHOLQHDWHV�WKH�UROH�RI�URDGV��EULGJHV�DQG�RWKHUFRPSHWLWLYH�WUDQVSRUWDWLRQ�DOWHUQDWLYHV��7KH�SUHVHQW�VHUYLFH�GHOLYHU\�PRGHO�LV�GRPLQDWHG�E\�D�KHDYLO\�VXEVLGL]HG�SXEOLF�PRQRSRO\WKDW�LPSHGHV�WKH�HPHUJHQFH�RI�YLDEOH�FRPSHWLWLYH�DOWHUQDWLYHV��7KLV�SODQ�FRXOG�LGHQWLI\�FRPSHWLWLYH�DOWHUQDWLYHV�WKDW�ZRXOGQHFHVVLWDWH�D�VLJQLILFDQW�FKDQJH�IURP�WKH�VWDWXV�TXR�IUDPHZRUN�XVHG�E\�%&�)HUULHV�IRU�LWV�ORQJ��WHUP�SODQQLQJ���
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