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7KH�0LQQHVRWD�6RODU�(QHUJ\�,QGXVWULHV�$VVRFLDWLRQ��0Q6(,$��LV�D�����F�����QRQSURILW�WUDGH
DVVRFLDWLRQ�WKDW�UHSUHVHQWV�RXU�VWDWH¶V�VRODU�EXVLQHVVHV��ZLWK�����PHPEHU�FRPSDQLHV��ZKLFK
HPSOR\�URXJKO\�������0LQQHVRWDQV�

7KH�&RDOLWLRQ�IRU�&RPPXQLW\�6RODU�$FFHVV��&&6$��LV�D�����F�����DQG�LV�WKH�QDWLRQDO�WUDGH
RUJDQL]DWLRQ�VSHFLILFDOO\�IRFXVHG�RQ�WKH�FRPPXQLW\�VRODU�LQGXVWU\�DQG�UHSUHVHQWLQJ�RYHU���
PHPEHU�FRPSDQLHV�ZLWK�DFWLYH�RSHUDWLRQV�LQ�RYHU����VWDWHV�DV�ZHOO�DV�DW�WKH�)HGHUDO�OHYHO�

&ROOHFWLYHO\�0Q6(,$�DQG�&&6$�RIIHU�WKHVH�FRPPHQWV�DV�WKH�-RLQW�6RODU�$VVRFLDWLRQV��-6$�RU
$VVRFLDWLRQV��

%$&.*5281'
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2Q�6HSWHPEHU�����������1RUWKHUQ�6WDWHV�3RZHU�&RPSDQ\��G�E�D�;FHO�(QHUJ\��;FHO�RU�WKH
&RPSDQ\���0LG�0LQQHVRWD�/HJDO�$LG��(QHUJ\�&(176�&RDOLWLRQ��DQG�WKH�&LWL]HQV�8WLOLW\�%RDUG
RI�0LQQHVRWD��FROOHFWLYHO\��-RLQW�3DUWLHV��SHWLWLRQHG�WKH�0LQQHVRWD�3XEOLF�8WLOLWLHV�&RPPLVVLRQ
�&RPPLVVLRQ��WR�PRGLI\�WKH�&RPSDQ\¶V�6WDQGDUG�&RQWUDFW�IRU�6RODU5HZDUGV�&RPPXQLW\�DW
VKHHWV��������������DQG�������

7KH�VWDWHG�SXUSRVH�RI�WKH�3HWLWLRQ�ZDV�³WR�FUHDWH�SURSRVHG�WDULII�PRGLILFDWLRQV�WKDW�ZH�EHOLHYH
ZLOO�KHOS�HQVXUH�WHQDQWV�LQ�UHQWDO�SUHPLVHV�WKDW�DUH�WKH�VXEMHFW�RI�&6*�VXEVFULSWLRQV�ZLOO�UHWDLQ
FRQVXPHU�SURWHFWLRQV�DQG�IXOO�DFFHVV�WR�VWDWH�DQG�XWLOLW\�DVVLVWDQFH�SURJUDPV�´�

2Q�2FWREHU�����������WKH�&RPPLVVLRQ�LVVXHG�D�1RWLFH�RI�&RPPHQW�3HULRG�� WR�ZKLFK�WKH
$VVRFLDWLRQV�UHVSRQG�KHUH�

&200(176

-RLQW�3DUWLHV�GHVFULEH�D�VLWXDWLRQ�ZKHUH�WHQDQWV�RI�PXOWL�XQLW�EXLOGLQJV²SDUWLFXODUO\
LQFRPH�TXDOLILHG�WHQDQWV²³DUH�KDYLQJ�WKHLU�DFFRXQWV�WUDQVIHUUHG�WR�WKH�EXLOGLQJ
RZQHU�ODQGORUG¶V�QDPH��DOWHULQJ�WKH�FXVWRPHU�RI�UHFRUG�VR�WKDW�WKH�EXLOGLQJ�RZQHU�FDQ�VXEVFULEH
WR�D�&6*�>&RPPXQLW\�6RODU�*DUGHQ@�DQG�UHFHLYH�WKH�DVVRFLDWHG�&6*�ELOO�FUHGLWV�´� 7KH
3HWLWLRQHUV�FODLP�WKDW�WHQDQWV�EHFRPH�LQHOLJLEOH�IRU�YDULRXV�IRUPV�RI�HQHUJ\�DVVLVWDQFH��VXFK�DV
WKH�&ROG�:HDWKHU�5XOH��/,+($3��DQG�;FHO¶V�3RZHU2Q�SURJUDP��EHFDXVH�WHQDQWV�DUH�QR�ORQJHU
;FHO�DFFRXQW�KROGHUV��\HW�WKH�WHQDQWV�VWLOO�RZH�SD\PHQWV�WR�WKHLU�UHVSHFWLYH�ODQGORUGV�DV
UHLPEXUVHPHQW�IRU�WKH�ELOOV�DVVRFLDWHG�ZLWK�WKH�OHDVHG�SUHPLVHV�

7KH�-RLQW�3DUWLHV�SURSRVH�WKUHH�FKDQJHV�WR�;FHO¶V�WDULII�VKHHWV��DOO�WR�EHJLQ�-DQXDU\��VW��������7KH
ILUVW��WR�VKHHW�������LQ�WZR�SDUWV�UHTXLUHV�D��WKDW�OHDVHG��WHQDQW�RFFXSLHG�SUHPLVHV�FDQQRW
VXEVFULEH�WR�D�&6*�WKURXJK�D�SDUW\�RWKHU�WKDQ�WKH�WHQDQW��DQG�E��WKDW�D�WHQDQW¶V�VXEVFULSWLRQ�WR�D
&6*�FDQQRW�EH�D�FRQGLWLRQ�WR�D�WHQDQW¶V�OHDVH�DJUHHPHQW��6HFRQG��WR�VKHHW�������WKH�VDPH
PRGLILFDWLRQV�DUH�PDGH�WR�WKH�WHUPV�DQG�FRQGLWLRQV�IRU�WKH�6RODU5HZDUGV�&RPPXQLW\��65&�
FRQWUDFW��7KLUG��WR�VKHHW�������WKH�-RLQW�3DUWLHV�SURSRVH�D�FODZEDFN�SURYLVLRQ�WR�WKH�65&
FRQWUDFW��ZKHUHLQ�&6*�2SHUDWRUV�DUH�OLDEOH�IRU�WKH�GLIIHUHQFH�EHWZHHQ�ELOO�FUHGLWV�SDLG�DQG�WKH

� 6HH��3HWLWLRQ��DW���

� 6HH��1RWLFH�RI�&RPPHQW�3HULRG��,Q�WKH�0DWWHU�RI�;FHO (QHUJ\¶V�7DULII�5HYLVLRQV�8SGDWLQJ�&RPPXQLW\�6RODU
*DUGHQ�7DULII�3URYLGLQJ�$GGLWLRQDO�&XVWRPHU�3URWHFWLRQV�LQ�6XEVFULSWLRQ�(OLJLELOLW\��'RFNHW�1R��(����0��������
DQG�,Q�WKH�0DWWHU�RI�WKH�3HWLWLRQ�RI�1RUWKHUQ�6WDWHV�3RZHU�&RPSDQ\��G�E�D�;FHO�(QHUJ\��IRU�$SSURYDO�RI�LWV
3URSRVHG�&RPPXQLW\�6RODU�*DUGHQ�3URJUDP��'RFNHW�1R��(����0���������'RF��,G�������������������	
�������������������2FWREHU�����������

� 6HH��3HWLWLRQ��DW���

� 6HH��1RUWKHUQ�6WDWHV�3RZHU�&RPSDQ\��G�E�D�;FHO�(QHUJ\� ,Q�WKH�0DWWHU�RI�;FHO�(QHUJ\¶V�7DULII�5HYLVLRQV�8SGDWLQJ
&RPPXQLW\�6RODU�*DUGHQ�7DULII�3URYLGLQJ�$GGLWLRQDO�&XVWRPHU�3URWHFWLRQV�LQ�6XEVFULSWLRQ�(OLJLELOLW\��'RFNHW�1R�
(����0���������DQG�,Q�WKH�0DWWHU�RI�WKH�3HWLWLRQ�RI�1RUWKHUQ�6WDWHV�3RZHU�&RPSDQ\��G�E�D�;FHO�(QHUJ\��IRU
$SSURYDO�RI�LWV�3URSRVHG�&RPPXQLW\�6RODU�*DUGHQ�3URJUDP��'RFNHW�1R��(����0���������'RF��,G�
����������������	�������������������6HSWHPEHU����������� +HUHLQDIWHU��3HWLWLRQ�
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XQVXEVFULEHG�HQHUJ\�UDWH�IRU�D�SHULRG�RI�RQH�\HDU�SULRU�WR�WKH�GLVFRYHU\�RI�DQ\�LQHOLJLEOH
VXEVFULSWLRQV�

:KLOH�WKH�$VVRFLDWLRQV�VKDUH�ZLWK�WKH�-RLQW�3DUWLHV�WKH�FRQFHUQ�WKDW�LQFRPH�TXDOLILHG�WHQDQWV
PD\�EH�UHQGHUHG�LQHOLJLEOH�IRU�HQHUJ\�DVVLVWDQFH�SURJUDPV�E\�YLUWXH�RI�WKLUG�SDUW\�DFFRXQW�DQG
ELOOLQJ�DUUDQJHPHQWV��ZH�ILQG�WKH�SURSRVHG�VROXWLRQV�WR�PLVV�WKH�PDUN��:H�DOVR�XQGHUVWDQG�WKDW
VRPH�WHQDQWV�LQ�WKHVH�VLWXDWLRQV GR UHFHLYH�HQHUJ\ DVVLVWDQFH��HYHQ�WKRXJK�WKH\�DUH�QRW�DFFRXQW
KROGHUV��DQG�WKDW�WKH�SUHPLVHV�DUH�VXEVFULEHG�WR�&6*V��7KH�SHWLWLRQHG�IRU�WDULII�FKDQJHV�DUH
RYHUEURDG�DQG�RYHUUHDFKLQJ��0RUHRYHU��WKH�SURSRVHG�VROXWLRQV�PD\�DFWXDOO\ KDPSHU VROXWLRQV�WR
HQHUJ\�SRYHUW\��UDWKHU�WKDQ�KHOS�PLWLJDWH�LW�

7KH�SURSRVHG�WDULII�FKDQJHV�QHJDWLYHO\�DIIHFW�WKH�DFFHVVLELOLW\�RI�FRPPXQLW\�VRODU�JDUGHQV��DQG
DUH�QRW�LQ�WKH�SXEOLF�LQWHUHVW��7KH�&RPPLVVLRQ�VKRXOG�QRW�DSSURYH�WKHP�

,� 'LVDOORZLQJ�7KLUG�3DUW\�6XEVFULSWLRQV�,V�2YHUEURDG�$QG�2YHUUHDFKLQJ

-RLQW�3DUWLHV�SHWLWLRQ�WR�FKDQJH�;FHO¶V�WDULII�VKHHW�����²DQG�D�VLPLODU�FKDQJH�DW�����²WR
SURKLELW�VXEVFULSWLRQV�KHOG�E\�ODQGORUGV�DQG�RWKHU�WKLUG�SDUWLHV��DQG�WR�SURKLELW�D�&6*
VXEVFULSWLRQ�DV�D�FRQGLWLRQ�WR�D�OHDVH�DJUHHPHQW��7KH�SURSRVHG�DGGLWLRQV�DUH�DV�IROORZV�

%HJLQQLQJ RQ -DQXDU\ �� ����� 6XEVFULEHU HOLJLELOLW\ UHTXLUHPHQWV
VKDOO DOVR LQFOXGH WKDW LQ WKH HYHQW WKH SUHPLVH DVVRFLDWHG ZLWK D
6XEVFULSWLRQ LV WHQDQW RFFXSLHG� WKHQ DQ\ VXFK 6XEVFULSWLRQ PXVW
EH LQ WKH QDPH RI WKH WHQDQW RQO\ DQG WKH WHQDQW QHHGV WR EH DQ
H[LVWLQJ ;FHO (QHUJ\ DFFRXQW KROGHU� ,Q WKH HYHQW WKH SUHPLVH LV
WHQDQW RFFXSLHG� WKH 6XEVFULEHU HOLJLELOLW\ UHTXLUHPHQWV VKDOO DOVR
LQFOXGH WKH IROORZLQJ� �L� D 6XEVFULSWLRQ PD\ QRW EH LQ WKH QDPH RI
DQ\ ODQGORUG RU WKLUG�SDUW\� DQG �LL� D WHQDQW¶V 6XEVFULSWLRQ LQ D
FRPPXQLW\ VRODU JDUGHQ PD\ QRW EH D FRQGLWLRQ WR WKH WHQDQW¶V
OHDVH DJUHHPHQW� +RZHYHU� QRWZLWKVWDQGLQJ WKLV� LI WKH SUHPLVH LV
SDUW RI D PXOWL�WHQDQW VLQJOH�PHWHU EXLOGLQJ DQG LI WKH ODQGORUG LV
WKH H[LVWLQJ ;FHO (QHUJ\ DFFRXQW KROGHU� WKHQ WKH ODQGORUG PD\
KDYH�D�6XEVFULSWLRQ�LQ�LWV�QDPH��

7KH�SURSRVHG�FKDQJHV�ZLOO�QRW�VROYH�WKH�SUREOHPV�WKH\�SXUSRUW�WR�VROYH��EXW�ZLOO�NHHS�&6*
VXEVFULSWLRQV�IURP�EHLQJ�D�WRRO�WR�DGGUHVV�HQHUJ\�SRYHUW\��7KH�SURSRVDO�LV�RYHUEURDG��DQG�ZLOO
LPSDFW�JRRG�IDLWK�FRQWUDFWXDO�DUUDQJHPHQWV�WKDW�DUH�RWKHUZLVH�HIILFLHQW�VROXWLRQV��/DVWO\��LW�LV
LQDSSURSULDWH�IRU�D�XWLOLW\�WDULII�WR�LQWHUIHUH�ZLWK�OHVVRU�OHVVHH�FRQWUDFWV�

� 6HH��3HWLWLRQ��DW���
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$� 7KH�SURSRVHG�EDQ�RQ�WKLUG�SDUW\�VXEVFULSWLRQV�LV�RYHUEURDG�DQG�ZLOO�KDYH
XQLQWHQGHG�FRQVHTXHQFHV

7KH�-RLQW�3DUWLHV¶�SURSRVDO�WR�EDQ�DQ\�OHVVRU�RU�WKLUG�SDUW\�IURP�KROGLQJ�D�&6*�VXEVFULSWLRQ�IRU�D
OHDVHG�SUHPLVH�LQ�D�PXOWL�XQLW�EXLOGLQJ�LV�FRQVWUXFWHG�WRR�EURDGO\�WR�VROYH�WKH�VWDWHG�SUREOHP�
7KH�SUREOHP� DV�-RLQW�3DUWLHV�LGHQWLI\�LW��RFFXUV ZKHQ�ORZ�LQFRPH�WHQDQWV��ZKR�PD\�TXDOLI\�IRU
YDULRXV�HQHUJ\�DVVLVWDQFH�SURJUDPV��QR�ORQJHU�TXDOLI\�IRU�WKRVH�SURJUDPV�ZKHQ�WKHLU�ODQGORUGV
KROG�WKH�;FHO�DFFRXQW�DQG�DVVRFLDWHG�&6*�VXEVFULSWLRQ�IRU�WKHLU�SUHPLVH��%XW��-RLQW�3DUWLHV
PLVLGHQWLI\�WKH�SUREOHP��7KH�UHDO�SUREOHP�KHUH�LV�WKDW�LQFRPH�TXDOLILHG�WHQDQWV�QR�ORQJHU�TXDOLI\
IRU FHUWDLQ IRUPV�RI�HQHUJ\�DVVLVWDQFH��EHFDXVH�WKH\ DUH�QRW�;FHO�DFFRXQW�KROGHUV²QRW�EHFDXVH
WKH�ODQGORUG�RU�RWKHU�WKLUG�SDUW\�VXEVFULEHV�WKDW�SUHPLVH�WR�D�&6*��7KH�VROXWLRQ�IDLOV�WR�DGGUHVV
WKH�SUREOHP��EHFDXVH�WKH�VROXWLRQ�LV�ERWK�RYHULQFOXVLYH�DQG�XQGHULQFOXVLYH�

7KH�SURSRVHG�VROXWLRQ�LV RYHULQFOXVLYH��EHFDXVH�LW ZRXOG�VZHHS�XS�LQ�LWV�SURKLELWLRQ DQ\ SUHPLVH
ZLWK�WKH�;FHO�DFFRXQW�KHOG�E\�WKH�OHVVRU�LQ�D�PXOWL�XQLW�EXLOGLQJ�WKDW�LV�QRW�VLQJOH�PHWHUHG��7KLV
VXSSRVHG�SURWHFWLRQ�IRU�ORZ�LQFRPH�WHQDQWV��ZKLOH�LW�FORWKHV�LWVHOI�LQ�ODQJXDJH�WKDW�DVVXPHV�D
SUHGDWRU\�ODQGORUG�WHQDQW�UHODWLRQVKLS�� ZRXOG�SUHYHQW WHQDQWV�WKDW ZDQW WR�OLYH�LQ�D�SUHPLVH
VXEVFULEHG�WR�D�&6*��7KLV�WDULII�FKDQJH�ZRXOG�LPSDFW�DQ�DSDUWPHQW�GZHOOHU�ZLWK�D�VXPPHU
VXEOHWWHU��ZKHUH�WKH�VXEOHDVH�DJUHHPHQW�SURYLGHV�WKDW�WKH�VXEOHVVHH�UHLPEXUVH�WKH�VXEOHVVRU�IRU
XWLOLWLHV��7KH�WDULII�FKDQJH�FRXOG�HYHQ�FRQFHLYDEO\�LPSDFW�YDFDWLRQ�UHQWDOV��ZKLFK�VHHPV�IDU
DILHOG�IURP�WKH�SUREOHPV�-RLQW�3DUWLHV�SXUSRUW�WR�VROYH��,Q�IDFW��DQ\�WHQDQW�RFFXSLHG�³XWLOLWLHV
LQFOXGHG´�OHDVLQJ�DUUDQJHPHQW�WKDW�GRHV�QRW�IDOO�XQGHU�WKH�VLQJOH�PHWHU�H[FHSWLRQ�RXWOLQHG�LQ�WKH
SURSRVHG�WDULII�FKDQJHV�ZRXOG�EH�SURKLELWHG�IURP�SDUWLFLSDWLQJ�LQ�D�6RODU5HZDUGV�&RPPXQLW\
VXEVFULSWLRQ��$V�VXFK��WKH�SURSRVHG�FKDQJHV�ZRXOG�EURDGO\�DIIHFW�WKH�DFFHVVLELOLW\�RI�WKH
SURJUDP��WR�WKH�FRQWUDU\�RI�VWDWXWRU\�LQWHQW��

7KH�SURSRVHG�VROXWLRQ�LV XQGHULQFOXVLYH��EHFDXVH�LW GRHV�QRW�KHOS�DOO�LQFRPH�TXDOLILHG�WHQDQWV
ZLWK�D�³XWLOLWLHV�LQFOXGHG´�OHDVLQJ�DUUDQJHPHQW��RU�RWKHU�VXFK�FRQWUDFW�ZKHUH�D�WKLUG�SDUW\�KROGV
WKH�;FHO�DFFRXQW��5DWKHU�WKDQ�SURSRVH�FKDQJHV�WR�LWV�3RZHU2Q�SURJUDP��ZKLFK�FRXOG�VTXDUHO\
DQG�PRUH�KROLVWLFDOO\�DGGUHVV�WKH�LVVXH��;FHO�DQG�WKH�-RLQW�3DUWLHV�VLQJOH�RXW�FRPPXQLW\�VRODU
VXEVFULSWLRQV��7KH�VWDWHG�SUREOHP²ZLWK�ZKLFK�WKH�$VVRFLDWLRQV�V\PSDWKL]H²WKDW�;FHO
FXVWRPHUV��ZKR�ZRXOG�TXDOLI\�IRU�HQHUJ\�DVVLVWDQFH�EXW�IRU�D�WKLUG�SDUW\�ELOOLQJ�DUUDQJHPHQW�
ORVH�DFFHVV�WR�WKDW�HQHUJ\�DVVLVWDQFH�LV�MXVW�QRW�VROYHG�KHUH��WKH�WDULII�FKDQJHV�GR�QRW�DGGUHVV
DFFHVV�WR�HQHUJ\�DVVLVWDQFH�LQ�WKH�FDVH�RI�WKLUG�SDUW\�ELOOLQJ�RU�³XWLOLWLHV�LQFOXGHG´�OHDVLQJ
DUUDQJHPHQWV�WKDW GR�QRW LQFOXGH�&6*�VXEVFULSWLRQV� ,QVWHDG��WKH�SURSRVHG�WDULII�FKDQJHV�ZRXOG

� 6HH��0LQQ��6WDW������%�������H�����

� 6HH��3HWLWLRQ��DW��� VWDWLQJ��³:LWKRXW�WKHVH�FKDQJHV WR�RXU�&6*�WDULII��WHQDQWV�ZLOO�FRQWLQXH�WR�EH�KDUPHG�E\
ODQGORUGV�WKDW�DEXVH�WKH�&6*�SURJUDP�WR�WHQDQWV¶�GHWULPHQW�DQG�ILQDQFLDO�KDUP�´
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RQO\�LPSDFW�D�QDUURZ�VXEVHW�RI�WKHVH�WHQDQW�ODQGORUG�UHODWLRQVKLSV��DQG�RQO\�WKHQ�E\�GLVFRXUDJLQJ
VXFK�DUUDQJHPHQWV�DW�DOO�

0RUHRYHU��WKHUH�DUH�JRRG�UHDVRQV�IRU�ZK\�WKLUG�SDUW\�ELOOLQJ�DQG�VLPLODU�DUUDQJHPHQWV�PD\�EH
KHOSIXO�IRU�LQFRPH�TXDOLILHG�WHQDQWV��)ODW�UDWH�OHDVH�DUUDQJHPHQWV�WKDW�LQFOXGH�XWLOLW\�SD\PHQWV
PD\�EH�DWWUDFWLYH�WR�WKRVH�RQ�IL[HG�RU�OLPLWHG�EXGJHWV��7HQDQWV�RQ�PRQWK�WR�PRQWK�RU�RWKHU
VKRUW�WHUP�OHDVHV�PD\�ILQG�WKDW�QRW�VHWWLQJ�XS�WHPSRUDU\�XWLOLW\�ELOOV�LV�DQ�DWWUDFWLYH�RSWLRQ�
6XEOHVVHHV��DV�GLVFXVVHG�DERYH��ZRXOG�UDUHO\�ZLVK�WR�WUDQVIHU�D�XWLOLW\�ELOO�LQWR�WKHLU�QDPH��0DQ\
WHQDQWV�LQ�WKHVH�VLWXDWLRQV�PD\�RWKHUZLVH�TXDOLI\�IRU�HQHUJ\�DVVLVWDQFH²EXW�WKH�-RLQW�3DUWLHV�GR
QRW�SURSRVH�WDULII�RU�SURJUDP�FKDQJHV�WR�KHOS�WKHVH�WHQDQWV�

7KH�-RLQW�3DUWLHV¶�SURSRVHG�FKDQJHV�WR�;FHO¶V�WDULIIV�ZRXOG�ERWK�OLPLW�WKH�DFFHVVLELOLW\�RI�WKH
6RODU5HZDUGV�&RPPXQLW\�SURJUDP²ZKLFK�LV�RQH�RI�WKH�IHZ�ZD\V�UHQWHUV�LQ�0LQQHVRWD�FDQ
HQMR\�VDYLQJV�IURP�VRODU�HQHUJ\�DQG�SDUWLFLSDWH�LQ�WKH�HQHUJ\�WUDQVLWLRQ²DQG�QRW�VROYH�WKH
VXSSRVHG�XQGHUO\LQJ�LVVXH�RI�HQHUJ\�DVVLVWDQFH�SURJUDP�DFFHVVLELOLW\�IRU�PDQ\�LQFRPH�TXDOLILHG
WHQDQWV��)RU�WKHVH�UHDVRQV��WKH�FKDQJHV�DUH�QRW�LQ�WKH�SXEOLF�LQWHUHVW��DQG�WKH�&RPPLVVLRQ�VKRXOG
QRW�DSSURYH�WKH�SHWLWLRQ�

%��6XEVFULSWLRQV�KHOG�E\�WKLUG�SDUWLHV�RU�ODQGORUGV�FDQ�KHOS�DOOHYLDWH�HQHUJ\
SRYHUW\

1RW�RQO\�DUH�WKH�SURSRVHG�FKDQJHV�ERWK�RYHULQFOXVLYH�DQG�XQGHULQFOXVLYH��EXW�WKH\�DOVR�PD\
FRQWUDYHQH�DQG�XQGHUPLQH�JRRG�IDLWK�HIIRUWV�WKH�PDUNHW�KDV�IRXQG�WR�DGGUHVV�HQHUJ\�SRYHUW\
WKURXJK�&6*�VXEVFULSWLRQV�

,Q�WKH�VDPH�ZD\�WKDW�WKLUG�SDUW\�XWLOLW\�ELOOLQJ�LQ�LWV�YDULRXV�IRUPV�PD\�EH�D�JRRG�ILW�IRU
LQFRPH�TXDOLILHG�WHQDQWV��WKRVH�RQ�IL[HG�LQFRPHV��VKRUW�WHUP�UHQWHUV��RU�VXEOHVVHHV��D�WKLUG�SDUW\
&6*�VXEVFULSWLRQ�FDQ�EH�EHQHILFLDO��7KHVH�EHQHILWV�FRPH�DERXW�EHFDXVH�WKLUG�SDUW\�VXEVFULSWLRQV
FDQ�HOLPLQDWH�VRPH��EXW�QRW�DOO��RI�WKH�REVWDFOHV�IDFLQJ�ZRXOG�EH�&6*�VXEVFULEHUV�LQ�WKHVH
VLWXDWLRQV�

7KHUH�DUH�VHYHUDO�NH\�EDUULHUV�EHWZHHQ�WKH�VDYLQJV�DFFUXHG�WKURXJK�D�&6*�VXEVFULSWLRQ�DQG�WKH
LQFRPH�TXDOLILHG�;FHO�FXVWRPHUV��PRVW�RI�ZKRP�DUH�WHQDQWV��WKDW�ZRXOG�PRVW�EHQHILW�IURP�WKRVH
VDYLQJV�����WKH�FRPSOLFDWLRQ�RI�WZR�HOHFWULF�ELOOV��IURP�ERWK�;FHO�DQG�D�&6*�GHYHORSHU����
WUDQVDFWLRQDO�IULFWLRQ�IURP�PRYLQJ�SUHPLVHV�����WKH�FKDOOHQJHV�DVVRFLDWHG�ZLWK�VHOOLQJ�D
FRPSOLFDWHG�SURJUDP�WR�UHVLGHQWLDO�FXVWRPHUV�JHQHUDOO\��DQG�LQFRPH�TXDOLILHG�WHQDQWV
VSHFLILFDOO\��DQG�����HQHUJ\�DVVLVWDQFH�SURJUDP�HOLJLELOLW\�

$V�VHYHUDO�QRQ�SURILW�DQG�FRRSHUDWLYH�VRODU�GHYHORSHUV��ZKRVH�PLVVLRQ�LV�WR�FRQQHFW�ORZ�LQFRPH

�



;FHO�FXVWRPHUV�WR�FRPPXQLW\�VRODU�KDYH�GHVFULEHG�� D�VHFRQG�HOHFWULF�ELOO�WR�D�&6*�RSHUDWRU�LV�D
SRLQW�RI�IULFWLRQ�IRU�PDQ\�UHVLGHQWLDO�FXVWRPHUV²SDUWLFXODUO\�ORZ�LQFRPH�FXVWRPHUV²WR�WKH
SRLQW�RI�QRQ�SDUWLFLSDWLRQ��:KHQ�WKH�ODQGORUG�RI�D�PXOWL�XQLW�UHVLGHQWLDO�EXLOGLQJ��RU�D�VXEOHVVRU�
IRU�WKDW�PDWWHU��KROGV�ERWK�WKH�;FHO�DFFRXQW�DQG�WKH�&6*�VXEVFULSWLRQ��WKH�SUREOHP�RI�WZR
HOHFWULF�ELOOV�LV�HOLPLQDWHG��7KLV�DUUDQJHPHQW�FDQ�DQG�VKRXOG�FUHDWH�VDYLQJV�IRU�WHQDQWV�

7KH�&RPPLVVLRQ�KDV�VHHQ�ILW�WR�RUGHU�WKH�&RPSDQ\�WR�ILOH�DQ�RQ�ELOO�SD\PHQW�SURSRVDO�WKDW
ZRXOG�DSSO\�WR�D�QDUURZ�VHW�RI�&6*�GHYHORSHUV�WR�DGGUHVV�WKH�WZR�ELOO�SUREOHP�E\�0D\����������

,Q�WKH�PHDQWLPH��WKH�-RLQW�3DUWLHV�ZRXOG�SURKLELW��RQ�-DQXDU\����������WKLUG�SDUW\�XWLOLW\�ELOOHUV
IURP�JHWWLQJ�WR�WKH�VDPH�VROXWLRQ�IRU�VRPH�RI�WKHVH�WHQDQWV�

6HFRQGO\��RWKHU�&6*�GHYHORSHUV�KDYH�EURXJKW�EHIRUH�WKH�&RPPLVVLRQ�D�EXUHDXFUDWLF�IL[WXUH�RI
;FHO¶V�ELOOLQJ�DQG�VXEVFULSWLRQ�DSSDUDWXV�WKDW�FUHDWHV�D�ORVV�RI�VXEVFULSWLRQ�EHQHILWV�IRU�D�SHULRG
RI�PRQWKV�ZKHQ�PRYLQJ�EHWZHHQ�SUHPLVHV��DV�UHQWHUV�RIWHQ�GR��6RODU5HZDUGV�&RPPXQLW\
VXEVFULSWLRQV�DUH�LQYDOLGDWHG�ZKHQ�WHQDQWV�PRYH��DQG�PXVW�EH�UHYDOLGDWHG�DW�WKH�QHZ�DGGUHVV
WKURXJK�HLWKHU�IRXU�PRQWKV�RI�XVDJH�KLVWRU\�RU�D�SDLQIXOO\�DUFDQH�HVWLPDWH�RI�HQHUJ\�XVDJH�DW�WKH
QHZ�SUHPLVH��� 7KLV�IULFWLRQ�LV�HOLPLQDWHG�ZKHQ�WKH VXEVFULSWLRQ�IRU�D�SUHPLVH��UHJDUGOHVV�RI
WHQDQW��LV�KHOG�E\�WKH�OHVVRU�RU�D�WKLUG�SDUW\��,Q�WKLV�FDVH�WKH�UHQWHU�PD\�QRW�UHWDLQ�WKH�EHQHILW�RI
WKHLU�&6*�VXEVFULSWLRQ�LI�WKH\�PRYH�WR�D�QRQ�VXEVFULEHG�SUHPLVH��EXW�OHVV�&6*�FDSDFLW\�JRHV
XQVXEVFULEHG�ZKHQ�UHQWHUV�PRYH��$W�OHDVW�XQWLO�;FHO�HOLPLQDWHV�WKHVH�XQQHFHVVDU\�WUDQVDFWLRQDO
IULFWLRQV��� WKH�VWDELOLW\�RI�VXEVFULSWLRQV�KHOG�E\ OHVVRUV�RU�RWKHU�QRQ�WHQDQW�VXEVFULEHUV�LV�D�FOHDU
EHQHILW�ZLWK�QR�FRPSDUDEOH�DOWHUQDWLYH��7KHVH�HIILFLHQFLHV�SURPRWH�DFFHVVLELOLW\�RI�WKH�&6*
SURJUDP��DQG�DUH�LQ�WKH�SXEOLF�LQWHUHVW�

7KLUGO\��GHYHORSHUV�IRFXVHG�RQ�WKH�UHVLGHQWLDO�&6*�PDUNHW�KDYH�GHVFULEHG�LQ�JUHDW�GHWDLO�WKH
FKDOOHQJHV�DVVRFLDWHG�ZLWK�WKDW�PDUNHW��ZKLFK�LQFOXGH�KLULQJ�PRUH�VWDII��D�ORZHU�FORVXUH�UDWH�IRU
VDOHV��DQG�D�VPDOOHU�SRUWLRQ�RI�WKH�JDUGHQ¶V�FDSDFLW\�VROG�XSRQ�D�VXFFHVVIXO�VDOH�ZKHQ�FRPSDUHG
WR�FRPPHUFLDO�DQG�LQGXVWULDO�VXEVFULSWLRQV��� 7KH�&RPPLVVLRQ� QRWLQJ�WKDW�UHVLGHQWLDO�DFFHVV�WR
WKH�6RODU5HZDUGV�&RPPXQLW\�SURJUDP�LV�D�OHJLVODWHG�UHTXLUHPHQW��KDV�VRXJKW�WR�SURPRWH
DFFHVV�E\�FUHDWLQJ�DQG�WKHQ�H[WHQGLQJ�D�UHVLGHQWLDO�DGGHU�SLORW�SURJUDP��� 5HVLGHQWLDO

�� 6HH��5HVLGHQWLDO�$GGHU�([WHQVLRQ�2UGHU��DW���
�� 6HH�JHQHUDOO\��-XVW�6RODU�&RDOLWLRQ� VXSUD QRWH���
�� 6HH��5HVLGHQWLDO�$GGHU�([WHQVLRQ�2UGHU��2UGHU�3RLQW ���DW���

�� 6HH��&RRSHUDWLYH�(QHUJ\�)XWXUHV��&RPPHQWV²5HJDUGLQJ ([WHQVLRQ�RI�WKH�5HVLGHQWLDO�$GGHU��,Q�WKH�0DWWHU�RI�WKH
3HWLWLRQ�RI�1RUWKHUQ�6WDWHV�3RZHU�&RPSDQ\��G�E�D�;FHO�(QHUJ\��IRU�$SSURYDO�RI�LWV�3URSRVHG�&RPPXQLW\�6RODU
*DUGHQ�3URJUDP��'RFNHW�1R��(����0���������'RF��,G��������������������-XQH������������DW����

� 6HH��2UGHU�([WHQGLQJ�WKH�5HVLGHQWLDO�$GGHU�DQG�5HTXLULQJ $GGLWLRQDO�)LOLQJV��,Q�WKH�0DWWHU�RI�WKH�3HWLWLRQ�RI
1RUWKHUQ�6WDWHV�3RZHU�&RPSDQ\��G�E�D�;FHO�(QHUJ\��IRU�$SSURYDO�RI�LWV�3URSRVHG�&RPPXQLW\�6RODU�*DUGHQ
3URJUDP��'RFNHW�1R��(�����0���������'RF��,G���������������������2FWREHU�����������2UGHU�3RLQW����DW���
+HUHLQDIWHU��5HVLGHQWLDO�$GGHU�([WHQVLRQ�2UGHU�

� 6HH�JHQHUDOO\� -XVW�6RODU�&RDOLWLRQ��&RPPHQWV�5HJDUGLQJ WKH�H[WHQVLRQ�RI�WKH�5HVLGHQWLDO�$GGHU�ZLWKLQ�;FHO
(QHUJ\¶V�&RPPXQLW\�6RODU�*DUGHQ�3URJUDP��,Q�WKH�0DWWHU�RI�WKH�3HWLWLRQ�RI�1RUWKHUQ�6WDWHV�3RZHU�&RPSDQ\��G�E�D
;FHO�(QHUJ\��IRU�$SSURYDO�RI�LWV�3URSRVHG�&RPPXQLW\�6RODU�*DUGHQ�3URJUDP��'RFNHW�1R��(����0���������'RF��,G�
������������������-XQH�����������

�



VXEVFULSWLRQV�KHOG�E\�WKLUG�SDUWLHV�SURPRWH�UHVLGHQWLDO�DFFHVV�WR�WKH�SURJUDP��EHFDXVH�WKLV�PDUNHW
LQQRYDWLRQ�UHGXFHV�WUDQVDFWLRQ�FRVWV�IRU�DOO�LQYROYHG��$OORZLQJ�WKLUG�SDUW\�VXEVFULSWLRQV�LQ
PXOWL�XQLW�EXLOGLQJV�DOORZV�IRU�RQH��XVXDOO\�PRUH�VRSKLVWLFDWHG��SDUW\�WR�XQGHUVWDQG�D
FRPSOLFDWHG��QXDQFHG�SURJUDP��DQG�WKHQ�SDVV�WKRVH�VDYLQJV�DORQJ�WR�WKHLU�WHQDQWV��5HPRYLQJ�WKLV
WRRO�IURP�WKH�WRROER[�ZRXOG�XQGHUPLQH�WKH�&RPPLVVLRQ¶V�VWDWHG�JRDOV�WR�SURPRWH�UHVLGHQWLDO
DFFHVV�

7KH�ODVW�FKDOOHQJH�WKDW�&6*�VXEVFULSWLRQV�SUHVHQW�IRU�LQFRPH�TXDOLILHG�WHQDQWV�LV�WKH
FRPSOLFDWLRQV�WR�HQHUJ\�DVVLVWDQFH�EHQHILWV�WKDW�FDQ�DULVH�ZKHQ�D�VLJQLILFDQW�SRUWLRQ�RI�DQ�;FHO
FXVWRPHU¶V�ELOO�LV�SDLG�IRU�E\�&6*�FUHGLWV��ZKLFK�PD\�GLVTXDOLI\�WKHP�IRU�FHUWDLQ�HQHUJ\
DVVLVWDQFH�SURJUDP�HOLJLELOLW\��7KRVH�IRONV��RIWHQ�EXW�QRW�DOZD\V�WHQDQWV��VWLOO�KDYH�D��ORZHU�WKDQ
;FHO��&6*�ELOO�WR�SD\��ZKLFK�KDV�QRW�DOZD\V�EHHQ�HOLJLEOH�IRU�HQHUJ\�DVVLVWDQFH��7KLV�KXUGOH
H[LVWV�IRU�LQFRPH�TXDOLILHG�WHQDQWV�ZLWK�&6*�VXEVFULSWLRQV UHJDUGOHVV RI�ZKHWKHU�WKH\�RU�D�WKLUG
SDUW\�KROGV�WKH�;FHO�DFFRXQW�DQG�&6*�VXEVFULSWLRQ� EXW�QRW�IRU�0LQQHVRWD¶V�(QHUJ\�$VVLVWDQFH
3URJUDP��($3��EHQHILFLDULHV��7KH�EHVW�VROXWLRQ�WR VHUYH�WKH�SXEOLF�LQWHUHVW�ZRXOG�EH�WR�DOLJQ DOO
HQHUJ\�DVVLVWDQFH�SURJUDP�UXOHV��LQFOXGLQJ�DQG�HVSHFLDOO\�;FHO¶V�3RZHU2Q�SURJUDP��WR�ZRUN
ZLWK�ERWK�WKLUG�SDUW\�DFFRXQW�KROGHUV�DQG�WKH�6RODU5HZDUGV�&RPPXQLW\�SURJUDP²WR EXLOG RQ
WKH�HQHUJ\�VDYLQJV�&6*V�RIIHU²EXW�WKH�SURSRVDO�KHUH�ZRXOG�LQVWHDG�MXVW�VHDO�RII�WKLV�DYHQXH�

3HWLWLRQHUV�FODLP�WKDW�WHQDQWV�ZKRVH�ODQGORUGV�RU�RWKHU�WKLUG�SDUWLHV�DUH�WKH�;FHO�DFFRXQW�KROGHUV
DQG�VXEVFULEHUV�IRU�WHQDQW�RFFXSLHG�SUHPLVHV�DUH�UHQGHUHG�LQHOLJLEOH�IRU�HQHUJ\�DVVLVWDQFH
SURJUDPV�E\�YLUWXH�RI�WKLV�DUUDQJHPHQW��7KLV�FODLP�DSSHDUV�WR�EH��DW�OHDVW�LQ�SDUW��D�IDFWXDO
LQDFFXUDF\��)RU�WKH�(QHUJ\�$VVLVWDQFH�3URJUDP��($3���ZKLFK�LV�0LQQHVRWD¶V�DGPLQLVWUDWLRQ�RI
WKH�IHGHUDO�/RZ�,QFRPH�+RPH�(QHUJ\�$VVLVWDQFH�3URJUDP��/,+($3���DSSURYHG�YHQGRUV�DUH
DEOH�WR�PDNH�SD\PHQWV�WR�WHQDQWV�LQ H[DFWO\ WKLV�VLWXDWLRQ� $W�OHDVW�RQH�0Q6(,$�PHPEHU�LV�DQ
DSSURYHG�($3�YHQGRU��DQG�VWDWHV�WKDW�LW�LV�DEOH�WR�PDNH�WKHVH�SD\PHQWV�XQGHU�WKH�FXUUHQW
SURJUDP�UXOHV��7KH�FXUUHQW�($3�DSSOLFDWLRQ�SURYLGHV�IRU�WKLV�VFHQDULR��DVNLQJ�ERWK�³,V�KHDW�RU
HOHFWULFLW\�LQFOXGHG�LQ�\RXU�UHQW"´�� DQG�DVNLQJ�IRU 6RODU�*DUGHQ�LQIRUPDWLRQ�XQGHU�WKH�VHFWLRQ
(QHUJ\�3URYLGHUV��LQFOXGLQJ�WKH�DFFRXQW�QXPEHU�DQG�QDPH�RQ�WKH�DFFRXQW��� 7KLV�HOLJLELOLW\
DSSHDUV�WR�EH�D�UHODWLYHO\�UHFHQW�SURJUDPPDWLF�FKDQJH���

,W�LV�RXU�XQGHUVWDQGLQJ��DQG�LW�VHHPV��WKH�SRVWXUH�RI�WKH�-RLQW�3DUWLHV��WKDW�;FHO¶V�3RZHU2Q
SURJUDP�GRHV�QRW�DOORZ�IRU�WKLV�VFHQDULR�

'HVSLWH�JRRG�UHDVRQV�IRU�WKLUG�SDUWLHV�WR�KROG�&6*�VXEVFULSWLRQV²VROXWLRQV�WKDW�SURPRWH
UHVLGHQWLDO�DFFHVV�WR�WKH�SURJUDP²WKH�-RLQW�3DUWLHV�SRLQW�WR�D�IHZ�ODQGORUGV�WKDW�DFW�LQ�EDG

�� 6HH��$WWDFKPHQW�%��DW�VOLGH����
�� ,G���3DUW����(QHUJ\�3URYLGHUV���DW���
�� 6HH��$WWDFKPHQW�$��3DUW����+RXVLQJ�,QIRUPDWLRQ�� DW���

�



IDLWK��� DQG�SURSRVH�WR�WKURZ�WKH�EDE\�RXW�ZLWK�WKH�EDWKZDWHU�

&��,W�LV�QRW�WKH�SODFH�RI�XWLOLW\�WDULIIV�WR�GLFWDWH�WKH�WHUPV�RI�D�OHDVH

2QH�RI�WKH�SURSRVHG�WDULII�FKDQJHV�ZRXOG�SURKLELW�OHVVRUV�IURP�UHTXLULQJ�WKDW�OHVVHHV�VXEVFULEH�WR
D�&6*�DV�D�FRQGLWLRQ�RI�D�OHDVH��7KLV�SUREOHP�VHHPV�DOWRJHWKHU�GLIIHUHQW�IURP�WKH�SUREOHP�RI�WKH
EDG�IDLWK�RU�IUDXGXOHQW�ODQGORUG�WKH�-RLQW�3DUWLHV�SXUSRUW�WR�VROYH�ZLWK�WKH�SURKLELWLRQ�RQ
WKLUG�SDUW\�VXEVFULSWLRQV�LQ�PXOWL�XQLW�EXLOGLQJV��5DWKHU��WKLV�VXSSRVHG�SUREOHP�LV�WKDW�WKH�OHVVHH
WKHPVHOYHV�LV�UHTXLUHG�WR�VXEVFULEH�WR�D�&6*�GLUHFWO\��DQG�QRW�EHFDXVH�WKH�SUHPLVH�LV�VXEVFULEHG
WR�D�&6*�E\�WKH�OHVVRU��%XW��WKH�SUREOHP�LV�EL]DUUHO\�VWDWHG�

0HDQZKLOH� ZH DUH FRQFHUQHG WKDW VRPH ODQGORUGV DUH WDNLQJ
DGYDQWDJH RI WKHLU WHQDQWV E\ FRHUFLQJ WKHP WR EHFRPH VXEVFULEHUV
RI &6*V DV D FRQGLWLRQ RI VLJQLQJ RU UHQHZLQJ D OHDVH� 7KH
ODQGORUGV WKHQ FDSWXUH WD[ DQG PDUNHWLQJ EHQHILWV DULVLQJ IURP
WKHLU LQYROYHPHQW ZLWK D FRPPXQLW\ VRODU JDUGHQ ZKLOH UHWDLQLQJ
VWHDG\ UHYHQXH IURP WHQDQW�VXEVFULEHUV ZKR KDYH QR DELOLW\ WR RSW
RXW�RI�WKH�VXEVFULSWLRQ��RWKHU�WKDQ�WR�PRYH�RXW�RI�WKH�EXLOGLQJ����

:H�DUH�VRPHZKDW�SX]]OHG�DV�WR�ZKDW�WD[�EHQHILWV�D�ODQGORUG�PLJKW�EHQHILW�IURP�LQ�WKLV
DUUDQJHPHQW��8QOHVV�WKH�ODQGORUG�LV�D�WD[�HTXLW\�LQYHVWRU�LQ�WKH�&6*�LWVHOI�WR�TXDOLI\�IRU�WKH
IHGHUDO�,QYHVWPHQW�7D[�&UHGLW²LQ�ZKLFK�FDVH�LW�ZRXOG�QRW�PDWWHU�WR�WKH�ODQGORUG�ZKR�WKH�&6*
VXEVFULEHUV�ZHUH²WKH�ODQGORUG�ZRXOG�HQMR\�QR�WD[�EHQHILWV�ZKDWVRHYHU�IURP�WKHLU�WHQDQWV
VXEVFULELQJ�WR�D�&6*��7KLV�VFHQDULR�LV�FHUWDLQO\�SRVVLEOH��EXW�ZRXOG�EH�PXFK�PRUH�XQXVXDO�WKDQ
WKH�QRUP�WKDW�WKH�3HWLWLRQHUV�IUDPH�LW�DV��7KH�RQO\�PDUNHWLQJ�EHQHILWV�WKH�ODQGORUG�PLJKW�JDLQ
VHHP�WR�EH�WR�WKH�PXWXDO�EHQHILW�RI�WKH�WHQDQWV�DQ\ZD\��LPDJLQH��³2XU�WHQDQWV�SDUWLFLSDWH�LQ
FRPPXQLW\�VRODU�´�RU�³*R�VRODU�LQ�6PLWK�$SDUWPHQW�%XLOGLQJ�´���DQG�FRPSOHWHO\�DQRG\QH��:H
IDLO�WR�VHH�KRZ�VXFK�D�OHDVH�UHTXLUHPHQW�LV�DQ�LQVWDQFH�ZKHUH�³VRPH�ODQGORUGV�DUH�WDNLQJ
DGYDQWDJH�RI�WKHLU�WHQDQWV�´�EHFDXVH�LW�LV�XQFOHDU²DQG�3HWLWLRQHUV�KDYH�QRW�FRQYLQFLQJO\
DOOHJHG²ZKDW�EHQHILWV�ODQGORUGV�PLJKW�UHFHLYH�IURP�UHTXLULQJ�WKHLU�WHQDQWV�WR�VXEVFULEH�WR�D
&6*��5HJDUGOHVV��WKH�DSSURSULDWH�VROXWLRQ�WR�WKLV�VFHQDULR�ZRXOG�EH LQFUHDVHG WUDQVSDUHQF\��QRW
WKH�RXWULJKW�SURKLELWLRQ�SURSRVHG�KHUH��ZKLFK�ZRXOG�LQWHUIHUH�ZLWK�JRRG�IDLWK��FRQVHQVXDO
FRQWUDFWV�

:H�VXVSHFW�WKDW�WKLV�SXUSRUWHG�LVVXH�DFWXDOO\�UHVXOWV�IURP�D�PLVXQGHUVWDQGLQJ�RI�ZKDW�WHQDQWV
KDYH�WROG�WKH�-RLQW�3DUWLHV��7KH�FRQFHUQ�DV�VWDWHG�KHUH�VHHPV�WR�EHOLH�D�PLVXQGHUVWDQGLQJ�RI�KRZ
FRPPXQLW\�VRODU�ZRUNV��7KH�ZRUGLQJ�RI�WKH�FRQFHUQ²³ZKLOH�UHWDLQLQJ�VWHDG\�UHYHQXH�IURP
WHQDQW�VXEVFULEHUV�ZKR�KDYH�QR�DELOLW\�WR�RSW�RXW�RI�WKH�VXEVFULSWLRQ��RWKHU�WKDQ�WR�PRYH�RXW�RI

�� 6HH��3HWLWLRQ��DW���

�� 6HH��3HWLWLRQ��DW��� VWDWLQJ��³7KH�ODQGORUG�KROGV WKH�WHQDQW�UHVSRQVLEOH�IRU�SD\LQJ�WKH�HOHFWULF�ELOO�DVVRFLDWHG�ZLWK
WKHLU�SUHPLVH��EXW�WKH�WHQDQW�GRHV�QRW�UHFHLYH�WKH�IXOO�ELOO�FUHGLW�RQ�WKH�ELOO�DVVRFLDWHG�ZLWK�WKH�&6*�VXEVFULSWLRQ
EHFDXVH�WKH�DFFRXQW�KROGHU�LV�WKH�EXLOGLQJ�RZQHU�ODQGORUG�´

�



WKH�EXLOGLQJ�´²ZRXOG�VHHP�WR�SUHVXPH�WKDW�WKH�VXEVFULSWLRQ�VWD\V�ZLWK�WKH�SUHPLVH�LQVWHDG�RI
ZLWK�WKH�WHQDQW��,Q�WKDW�FDVH��WKH�WHQDQW�GRHV�QRW�KROG�WKH�VXEVFULSWLRQ�DW�DOO��WKH�ODQGORUG�GRHV��RQ
EHKDOI�RI�WKH�SUHPLVH��7KH�WHQDQW��ZKR�PLJKW�IDLUO\�RZH�UHLPEXUVHPHQW�IRU�XWLOLWLHV�WR�WKHLU
ODQGORUG��VKRXOG�WKHQ�HQMR\�WKH�QHW�VDYLQJV�SURYLGHG�E\�WKH�&6*�VXEVFULSWLRQ��,I�WKH�-RLQW�3DUWLHV
DUH�FRQFHUQHG�DERXW�ODQGORUGV�GHIUDXGLQJ�WHQDQWV�IRU�XWLOLW\�XVDJH��WKHQ�WKHUH�DUH�RWKHU�UHPHGLHV
DYDLODEOH�LQ�FLYLO�DQG�FULPLQDO�FRXUWV��7KH�VRXUFH�RI�WKDW�PDOIHDVDQFH�LV�QRW�WKH�&6*�VXEVFULSWLRQ
DW�DOO��EXW�D�ODQGORUG�DFWLQJ�LQ�EDG�IDLWK�

,I��KRZHYHU��WKH�WHQDQW�LV�UHTXLUHG�E\�WKH�WHUPV�RI�D�OHDVH�WR�KROG�WKH�VXEVFULSWLRQ�WR�D�VRODU
JDUGHQ��WKHQ�WKH�VXEVFULSWLRQ�FRQWUDFW�LV�EHWZHHQ�WKH�WHQDQW�DQG�WKH�&6*�RSHUDWRU�DQG�;FHO��DQG
ZRXOG�IROORZ�WKH�WHQDQW�WR�D�QHZ��HOLJLEOH�SUHPLVH��,W¶V�QRW�FOHDU�ZKDW�³VWHDG\�UHYHQXH´�WKH
ODQGORUG�ZRXOG�UHFHLYH�LI�WKH�WHQDQW�KHOG�WKH�VXEVFULSWLRQ��DV�WKH\�ZRXOG�QRW�EH�SDUW\�WR�WKDW
FRQWUDFW��$JDLQ��WKH�DSSURSULDWHO\�WDLORUHG�VROXWLRQ�WR�WKLV�SUREOHP��LI�LW�LV�D�SUREOHP��ZRXOG�EH
LQFUHDVHG�WUDQVSDUHQF\�LQWR�WKHVH�FRQWUDFWXDO�UHODWLRQVKLSV��QRW�WKH�SURKLELWLRQ�SURSRVHG�KHUH�
7KH�WDULII�FKDQJH�ZRXOG�SURKLELW�VRPHWKLQJ��³�LL��D�WHQDQW¶V�6XEVFULSWLRQ�LQ�D�FRPPXQLW\�VRODU
JDUGHQ�PD\�QRW�EH�D�FRQGLWLRQ�WR�WKH�WHQDQW¶V�OHDVH�DJUHHPHQW´�����WKDW�LV�FRPSOHWHO\�XQUHODWHG�WR
WKH�VWDWHG�SUREOHP�RI�EDG�DFWRU�ODQGORUGV�SUH\LQJ�RQ�WHQDQWV�

0RUH�LPSRUWDQWO\��ZH�ILQG�LW�RGG�DQG�LQDSSURSULDWH�WKDW�D�XWLOLW\�ZRXOG�VHHN�WR�OHJLVODWH�SURSHUW\
ODZ�WKURXJK�LWV�WDULII�VKHHWV��7KHUH�LV�D�UREXVW�VHFWLRQ�RI�0LQQHVRWD�VWDWXWHV�WKDW�SURWHFWV�WHQDQWV¶
ULJKWV�UHJDUGLQJ�WKHLU�XWLOLWLHV��� 7KH�OHJLVODWXUH KDV�VSRNHQ�LQ�WKLV�DUHQD��,Q�UHJDUGV�WR�&6*V���

WKH�OHJLVODWXUH�KDV�QRW�VHHQ�ILW�WR�SODFH�VXFK�D�UHVWULFWLRQ�DV�ZKDW�WKH�-RLQW�3DUWLHV�SURSRVH�

5HJDUGOHVV��WKLV�SURSRVHG�WDULII�FKDQJH�SURKLELWLQJ�VXEVFULSWLRQV�DV�D�OHDVH�FRQGLWLRQ�VHHPV�OLNH�D
VROXWLRQ�LQ�VHDUFK�RI�D�SUREOHP��-RLQW�3DUWLHV�KDYH�QRW�VXIILFLHQWO\�DQG�DFFXUDWHO\�VXEVWDQWLDWHG
ZKDW�SUHVVLQJ�SUREOHP�WKH\�DUH�WU\LQJ�WR�VROYH�ZLWK�WKLV�SURSRVHG�FKDQJH��RU�KRZ�WKH�SURSRVDO
ZLOO�DIIHFW�LW�

,,� 7KH�3URSRVHG�&ODZEDFN�3URYLVLRQ�,V�7RR�+DUVK��,QVXIILFLHQWO\�1RWLFHG��2YHUEURDG�
5HWURDFWLYH��$QG�&KLOOV�)LQDQFHDELOLW\

7KH�WKLUG�FKDQJH�SURSRVHG�LQ�WKLV�SHWLWLRQ�LV�D�QHZ�FODZEDFN�SURYLVLRQ�WR�WKH�SRUWLRQ�RI�WKH
6RODU5HZDUGV�&RPPXQLW\�FRQWUDFW�WKDW�GHDOV�ZLWK�FRUUHFWLRQ�RI�LQDFFXUDWHO\�DSSOLHG�ELOO
FUHGLWV��7KLV�FODZEDFN�LV�WRR�KDUVK��LQ�WKDW�LW�LV�D�GUDPDWLF�VWHS�XS�IURP�SUHYLRXV�WDULIIHG
ODQJXDJH��7KH�FODZEDFN�LV�LQVXIILFLHQWO\�QRWLFHG��LQ�WKDW�LW�ZLOO�JR�LQWR�HIIHFW�YHU\�TXLFNO\
�-DQXDU\����������DIWHU�WKLV�FRPPHQW�SHULRG�FORVHV��7KH�FODZEDFN�LV�RYHUEURDG��EHFDXVH�WKH
RWKHU�SURSRVHG�FKDQJHV�OHDGLQJ�WR�WKH�LQHOLJLELOLW\�SXQLVKHG�KHUH�DUH�RYHUEURDG��DV�GLVFXVVHG
DERYH��$�ZLGH�VZDWK�RI�VXEVFULSWLRQV�ZLOO�EHFRPH�LQHOLJLEOH�GXH�WR�WKLV�SDFNDJH�RI�WDULII
FKDQJHV��DQG��DV�WKH�WDULII�FKDQJH�LV�ZULWWHQ��WKRVH�JDUGHQ�RSHUDWRUV�ZLOO�VXGGHQO\�EHFRPH�OLDEOH

�� 0LQQ��6WDW�������%������
�� 0LQQ��6WDW��������%���������%���������%���������%�����
�� 6HH��3HWLWLRQ��DW���DQG���
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IRU�D�\HDU¶V�ZRUWK�RI�FUHGLWV��OHVV�DYRLGHG�FRVW���7KH�SURSRVHG�WDULII�ODQJXDJH�DSSHDUV�WR�EH
UHWURDFWLYH�UXOHPDNLQJ��LQVRPXFK�DV�WKH�ODQJXDJH�DV�FRQVWUXFWHG�DSSHDUV�WR�DSSO\�WR
VXEVFULSWLRQV�WKDW�KDG�EHHQ�HOLJLEOH�DW�WKH�WLPH��EXW�ZLWKLQ�WKH�\HDU�ORRNEDFN�RI�ZKHQ�WKH\�PD\
EHFRPH�LQHOLJLEOH��/DVWO\�DQG�PRVW�LPSRUWDQWO\��WKH�FODZEDFN�SURYLVLRQ�ZRXOG�FDVW�D�FKLOOLQJ
HIIHFW�RQ�ILQDQFHDELOLW\�RI�WKH�6RODU5HZDUGV�&RPPXQLW\�SURJUDP��FRQWUDU\�WR�VWDWXWH���

7KH�IXOO�VHFWLRQ�RI�WKH�WDULII�LV�EHORZ��ZLWK�SURSRVHG�FKDQJHV�GHPDUFDWHG�

(� 7KH FRUUHFWLRQ RI DQ\ DOORFDWLRQ RI SUHYLRXVO\�DSSOLHG %LOO
&UHGLWV DPRQJ 6XEVFULEHUV RU SD\PHQWV WR WKH &RPPXQLW\ 6RODU
*DUGHQ 2SHUDWRU IRU 8QVXEVFULEHG (QHUJ\� SHUWDLQLQJ WR D
SDUWLFXODU PRQWK GXH WR DQ\ LQDFFXUDF\ UHIOHFWHG LQ VXFK 0RQWKO\
6XEVFULSWLRQ ,QIRUPDWLRQ ZLWK UHJDUG WR D 6XEVFULEHU¶V
6XEVFULSWLRQ LQ WKH 39 6\VWHP DQG WKH EHQHILFLDO VKDUH RI
SKRWRYROWDLF HQHUJ\ SURGXFHG E\ WKH 39 6\VWHP� RU WKH VKDUH RI
8QVXEVFULEHG (QHUJ\� VKDOO EH WKH IXOO UHVSRQVLELOLW\ RI WKH
&RPPXQLW\ 6RODU *DUGHQ 2SHUDWRU� XQOHVV VXFK LQDFFXUDFLHV DUH
FDXVHG E\ WKH &RPSDQ\� &RQVLVWHQW ZLWK WKLV� LQ WKH HYHQW WKDW DQ\
6XEVFULSWLRQ LV QRW HOLJLEOH� DQG %LOO &UHGLWV KDYH EHHQ DSSOLHG�
WKHQ IRU D SHULRG EHJLQQLQJ RQH \HDU EHIRUH WKH &RPSDQ\
GLVFRYHUHG WKDW WKH 6XEVFULSWLRQ ZDV QRW HOLJLEOH WKH &RPSDQ\
PD\ UHFRXS WKHVH IXQGV DQG REWDLQ SD\PHQW VROHO\ IURP WKH
&RPPXQLW\ 6RODU *DUGHQ 2SHUDWRU WKH GLIIHUHQFH EHWZHHQ %LOO
&UHGLW SURYLGHG DQG WKH 8QVXEVFULEHG (QHUJ\ UDWH� )DLOXUH RI WKH
&RPPXQLW\ 6RODU *DUGHQ 2SHUDWRU WR PDNH WKLV SD\PHQW XSRQ
GHPDQG�VKDOO�EH�FRQVLGHUHG�D�EUHDFK�RI�WKLV�&RQWUDFW���

7KH�H[LVWLQJ�WDULII�ODQJXDJH�LV�UHDVRQDEOH��EXW�WKH�SURSRVHG�FKDQJHV�DUH�QRW²DQG�DUH�QRW
VXEVWDQWLDWHG��;FHO�DQG�-RLQW�3DUWLHV�KDYH�QRW�VKRZQ�ZK\�WKH�H[LVWLQJ�ODQJXDJH�GRHV�QRW
VXIILFLHQWO\�DGGUHVV�HOLJLELOLW\�LQDFFXUDFLHV��)XUWKHUPRUH��XQOLNH�ZLWK�WKH�RWKHU�WDULII�FKDQJHV�
ZKLFK�PLJKW�EH�PLVJXLGHG�EXW�DW�OHDVW�VHHP�UHODWHG�WR�WKH�SUREOHPV�WKH\�SXUSRUW�WR�VROYH��WKH
3HWLWLRQ�GRHV�QRW�JLYH�DQ\�FRQWH[W�RU�H[SODQDWLRQ�IRU�WKLV�SXQLWLYH�SURSRVDO�

7KH�&RPSDQ\�KDV�QRW�JLYHQ�DSSURSULDWHO\�VXIILFLHQW�QRWLFH�IRU�WKLV�FKDQJH�HLWKHU��:KLOH�WKH
LQVWDQW�FRPPHQW�SHULRG�ZDV�EULHIO\�WRXFKHG�RQ�GXULQJ�WKH�&RPSDQ\¶V�4�������01�'(5
VWDNHKROGHU�PHHWLQJ��1RYHPEHU������������WKH�FODZEDFN�SURYLVLRQ�ZDV�QRW�PHQWLRQHG���

5HJDUGOHVV��WKH�FKDQJHV�ZHUH�SHQGLQJ�&RPPLVVLRQ�DSSURYDO�DW�WKH�WLPH��DQG�WKH�QH[W
VWDNHKROGHU�PHHWLQJ�ZLOO�QRW�WDNH�SODFH�XQWLO�DIWHU�WKH�SURSRVHG�FKDQJHV�ZLOO�JR�LQWR
HIIHFW²PHDQLQJ�QR�VWDNHKROGHU�GLVFXVVLRQV�ZLOO�KDYH�WDNHQ�SODFH�RWKHU�WKDQ�WKH�ILOLQJV�LQ�WKLV

�� 6HH��$WWDFKPHQW�&�
�� 6HH��3HWLWLRQ��DW����� (PSKDVLV�RULJLQDO WR�VKRZ SURSRVHG�FKDQJHV�

�� 0LQQ�6WDW�������%������H������³�H��7KH�FRPPLVVLRQ�PD\�DSSURYH��GLVDSSURYH��RU�PRGLI\�D�FRPPXQLW\�VRODU
JDUGHQ�SURJUDP��$Q\�SODQ�DSSURYHG�E\�WKH�FRPPLVVLRQ�PXVW������UHDVRQDEO\�DOORZ�IRU�WKH�FUHDWLRQ��ILQDQFLQJ��DQG
DFFHVVLELOLW\�RI�FRPPXQLW\�VRODU�JDUGHQV��>«@´
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GRFNHW��:KLOH�SXEOLF�ILOLQJ�RI�WKH�WDULII�FKDQJH�LV�OHJDOO\�VXIILFLHQW��WKH�-RLQW�6RODU�$VVRFLDWLRQV
ILQG�WKH�ODFN�RI�VWDNHKROGHU�LQSXW�DQG�GLVFXVVLRQ�IRU�D�FKDQJH�RI�WKLV�PDJQLWXGH�GLVWXUELQJ�

0RUHRYHU��WKLV�FODZEDFN�SURYLVLRQ�ZRXOG�QRW�EHQHILW�VXEVFULEHUV�RU�WKH�LQFRPH�TXDOLILHG�WHQDQWV
WKLV�3HWLWLRQ�LV�SXUSRUWHG�WR�KHOS��,W�ZLOO�RQO\�SXQLVK�&6*�RSHUDWRUV��DQG�GR�VR�LQ�D�ZD\�WKDW�LV
RYHUEURDG�DQG�RYHUO\�SXQLWLYH�

,PSRUWDQWO\��WKH�WDULII�FKDQJH�ZRXOG�FKLOO�WKH�ILQDQFHDELOLW\�RI�&6*�SURMHFWV��DV�WKH�ULVN�LV�WRR
JUHDW�WR�RSHUDWRUV�IDFLQJ�FODZEDFN�SD\PHQWV�DQG�SURMHFW�FDQFHOODWLRQ�IRU�UHDVRQV�WKDW�PD\�EH
EH\RQG�RSHUDWRU�FRQWURO�DQG�ZLWKRXW�WKH�UHFRXUVH�RI�DSSHDO�RU�WKLUG�SDUW\�RYHUVLJKW�

7KH�&RPPLVVLRQ�VKRXOG�QRW�DSSURYH�WKLV�FKDQJH�

&RQFOXVLRQ

7KH�-RLQW�3DUWLHV�EULQJ�WR�WKH�&RPPLVVLRQ�ZLWK�WKHLU�3HWLWLRQ�FRQFHUQV�WKDW�&6*�VXEVFULSWLRQV
KHOG�E\�OHVVRUV�DQG�RWKHU�WKLUG�SDUWLHV�LPSDFW�HQHUJ\�DVVLVWDQFH�SURJUDP�HOLJLELOLW\�IRU
ORZ�LQFRPH�WHQDQWV��:H�DUH�GHHSO\�V\PSDWKHWLF�WR�WKHVH�FRQFHUQV��DQG�KDYH�LQ�RWKHU�YHQXHV
VXSSRUWHG�VWDNHKROGHUV�WKDW�KDYH�ZRUNHG�WR�DGGUHVV�WKH�LQWHUVHFWLRQ�RI�HQHUJ\�DVVLVWDQFH
SURJUDPV�DQG�&6*�VXEVFULSWLRQV��7KRVH�YHQXHV�DUH�WKH�DSSURSULDWH�RQHV�WR�DGGUHVV�WKH�LQWHUSOD\
RI�WKHVH�SURJUDPV²LQFOXGLQJ�6RODU5HZDUGV�&RPPXQLW\²WKDW�FDQ�UHGXFH�WKH�HQHUJ\�EXUGHQ
RQ�ORZ�LQFRPH�KRXVHKROGV��7KH�VROXWLRQV�SURSRVHG�E\�WKH�-RLQW�3DUWLHV�DUH�ERWK�RYHULQFOXVLYH�
VZHHSLQJ�XS�D�EURDG�VZDWK�RI�WHQDQWV�WKDW�GR�QRW�QHHG�HQHUJ\�DVVLVWDQFH��DQG�XQGHULQFOXVLYH�
IDLOLQJ�WR�DGGUHVV�KRZ�WKHVH�HQHUJ\�DVVLVWDQFH�SURJUDPV�LQWHUDFW�ZLWK�RWKHU��UHDVRQDEOH�UHQWDO
DUUDQJHPHQWV�WKDW�LQFOXGH�XWLOLW\�SD\PHQWV�LQ�UHQW��7KLV�SURKLELWLRQ�RQ�WKLUG�SDUW\�&6*
VXEVFULSWLRQV�ZRXOG�DOVR��RQ�LWV�IDFH��GLUHFWO\�XQGHUPLQH�D�NH\�DYHQXH�WR�DGGUHVV�HQHUJ\�SRYHUW\�

7KH�-RLQW�3DUWLHV�DOVR�VHHN�WR�VROYH�D�VXSSRVHG�SUREOHP�ZKHUH�ODQGORUGV�FRHUFH�WHQDQWV�LQWR�&6*
VXEVFULSWLRQV��%XW��WKH�GHVFULSWLRQ�RI�WKH�SUREOHP�PLVDSSUHKHQGV�KRZ�VXEVFULSWLRQV�ZRUN�LQ
SUDFWLFH��DQG�IDLOV�WR�VKRZ�KRZ�D�ODQGORUG�PLJKW�DFWXDOO\�EHQHILW�IURP�VXFK�DQ�DUUDQJHPHQW�RU
KRZ�VXFK�DQ�DUUDQJHPHQW�LV�RWKHUZLVH�SUHGDWRU\��7KH�SURSRVHG�WDULII�FKDQJHV�ZRXOG
LQDSSURSULDWHO\�UHDFK�LQWR�SURSHUW\�ODZ��0RUHRYHU��WKHVH�FKDQJHV�VHHP�D�VROXWLRQ�LQ�VHDUFK�RI�D
SUREOHP��DV�WKHUH�DUH�DOUHDG\�UREXVW�VWDWXWHV�SURWHFWLQJ�WHQDQWV�IURP�XWLOLW\�GLVFRQQHFWLRQ�DQG
RWKHU�SRWHQWLDO�DEXVHV�E\�ODQGORUGV��LQFOXGLQJ�IUDXG�

/DVWO\��;FHO�DQG�WKH�RWKHU�-RLQW�3DUWLHV�VHHN�WR�DGG�D�GUDPDWLF��UHWURDFWLYH�FODZEDFN�SURYLVLRQ
LQWR�WKH�6RODU5HZDUGV�&RPPXQLW\�WDULII�WKDW�ZRXOG��E\�YLUWXH�RI�WKH�RYHUEURDGQHVV�RI�WKH
DERYH�HOLJLELOLW\�FKDQJHV��EH�RYHUEURDG��LQVXIILFLHQWO\�QRWLFHG��RYHUO\�SXQLWLYH��LOO�ILWWHG�WR�LWV
VWDWHG�SXUSRVH��DQG�QHJDWLYHO\�LPSDFW�WKH�ILQDQFHDELOLW\�RI�SURMHFWV�LQ�WKH�SURJUDP�

7KH�&RPPLVVLRQ�VKRXOG�QRW�DSSURYH�WKHVH�SURSRVHG�WDULII�FKDQJHV�
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:H�LQYLWH�WKH�-RLQW�3DUWLHV�WR�ZLWKGUDZ�WKHLU�SHWLWLRQ��DQG�WR�HQJDJH�ZLWK�WKH�-RLQW�6RODU
$VVRFLDWLRQV�DQG�WKHLU�PHPEHUV�WR�DGGUHVV�WKH�VKDUHG�JRDOV�RI�PDNLQJ�ERWK�6RODU5HZDUGV
&RPPXQLW\�DQG�HQHUJ\�DVVLVWDQFH�SURJUDPV�ZRUN�LQ�FRQFHUW�WR�FRPEDW�HQHUJ\�SRYHUW\�
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