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3XUVXDQW�WR�WKH�&RPPLVVLRQ¶V�1RWLFH�RI�2SSRUWXQLW\�WR�)LOH�&RPPHQWV�GDWHG�2FWREHU����
������4ZHVW�&RUSRUDWLRQ��³4ZHVW´��UHVSHFWIXOO\�VXEPLWV�WKLV�UHVSRQVH�WR�WKH�FRPPHQWV�RI
3XEOLF�&RXQVHO��:RUOG&RP��$7	7��DQG�(/,�7LPH�:DUQHU�;2��³(/,´��FRQFHUQLQJ�WKH�PXOWL�
VWDWH�)DFLOLWDWRU¶V�UHSRUW��³5HSRUW´��RQ�4ZHVW¶V�3HUIRUPDQFH�$VVXUDQFH�3ODQ��³43$3´��

,� 7+(�)$&,/,7$725¶6�5(3257�,6�%$6('�8321&216,'(5('�-8'*0(176�0$'(�,1�/,*+7�2))&&�35(&('(176��$1'�,6�(17,7/('�7268%67$17,$/�'()(5(1&(�
7KH�&/(&V�GLVDJUHH�ZLWK�D�QXPEHU�RI�WKH�MXGJPHQWV�UHDFKHG�E\�WKH�)DFLOLWDWRU�LQ�WKH

FRXUVH�RI�KLV�UHYLHZ�RI�WKH�SURYLVLRQV�RI�WKH�43$3���6R�GLG�4ZHVW���+RZHYHU��GHVSLWH�WKH
H[LVWHQFH�RI�D�QXPEHU�RI�WKHVH�FRPSOH[�SURYLVLRQV�WKDW�WKUHDWHQ�WR�H[SRVH�LW�WR�PLOOLRQV�RI�GROODUV
RI�SD\PHQWV�DQQXDOO\�LQ�DQ�XQFHUWDLQ�SRVW�����ZRUOG��4ZHVW�KDV�HVVHQWLDOO\�DFFHSWHG�WKH�5HSRUW
DV�DQ�LQWHJUDWHG�ZKROH���7KH�&/(&V�WDNH�TXLWH�D�GLIIHUHQW�WDFN���7KH\�FRQWLQXH�WR�FKDOOHQJH�D
ZLGH�YDULHW\�RI�WKH�)DFLOLWDWRU¶V�MXGJPHQWV�EDVHG�XSRQ�DUJXPHQWV�KH�KDV�FDUHIXOO\�FRQVLGHUHG
DQG�UHMHFWHG��DQG�WKH\�DOVR�VHHN�WR�FKHUU\�SLFN�IURP�SURSRVDOV�DGYDQFHG�LQ�&RORUDGR�DQG�8WDK
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WKDW�WKH\�SUHIHU��ERWK�RI�ZKLFK�DUH�VXEMHFW�WR�SHQGLQJ�FKDOOHQJH�E\�4ZHVW����:H�DGGUHVV�EHORZ
WKH�VSHFLILF�SUREOHPV�ZLWK�HDFK�RI�WKH�&/(&�DUJXPHQWV���$V�D�WKUHVKROG�PDWWHU��KRZHYHU��WKH
&/(&V�KDYH�VHULRXVO\�PLVFRQFHLYHG�WKH�DSSURSULDWH�VWDQGDUG�RI�UHYLHZ�LQ�WKLV�PDWWHU�

8QOLNH�FKHFNOLVW�LWHPV��WKH�43$3�GRHV�QRW�LQYROYH�UHVROYLQJ�GLVSXWHV�DERXW�4ZHVW¶V�SDVW
RU�SUHVHQW�ZKROHVDOH�SHUIRUPDQFH��LW�LV�D�FRPSUHKHQVLYH�SODQ�GHVLJQHG�DQG�RIIHUHG�E\�4ZHVW�WKDW
RXWOLQHV�WKH�VSHFLILF�WHUPV�XSRQ�ZKLFK�4ZHVW�ZLOO�SURYLGH�IXWXUH VHUYLFH��DQG�SD\�&/(&V�LI�LW
GRHV�QRW����,Q�LWV�LQLWLDO�SURFHGXUDO�RUGHU��WKH�&RPPLVVLRQ�GHWHUPLQHG�WR�HYDOXDWH�WKDW
FRPSUHKHQVLYH�SODQ�RQO\�DIWHU�DQ�DQDO\VLV�E\�WKH�)DFLOLWDWRU���,W�DOVR�GHWHUPLQHG�WKDW�LW�ZRXOG
³FRQVLGHU�0U��$QWRQXN¶V�UHSRUW�WR�EH�DQD>ORJ@RXV�WR�DQ�LQLWLDO�RUGHU�HQWHUHG�E\�DQ�DGPLQLVWUDWLYH
ODZ�MXGJH�RU�KHDULQJ�H[DPLQHU�´� 7KXV��FRQWUDU\�WR�(/,¶V�VXJJHVWLRQ��WKH�)DFLOLWDWRU¶V�UHSRUW�LV
WR�EH�FRQVLGHUHG�³LQ�WKH�VDPH�OLJKW�DV�WKH�&RPPLVVLRQ�KDV�FRQVLGHUHG�WKH�$/-�,QLWLDO�2UGHUV�LQ
WKLV�SURFHHGLQJ�´�

$V�WKH�8WDK�6WDII�FRQFOXGHG��WKH�³SURFHVV�ZDV�FRPSUHKHQVLYH��ZHOO�FRQGXFWHG��VXEMHFW�WR
ZLGH�SDUWLFLSDWLRQ��DQG�WKRURXJK�LQ�DGGUHVVLQJ�WKH�EURDG�UDQJH�RI�LVVXHV�DQG�VXEMHFWV�DSSURSULDWH
WR�D�SRVW�HQWU\�DVVXUDQFH�SODQ�RI�WKH�W\SH�H[SHFWHG�E\�WKH�)&&�´� $IWHU�H[WHQVLYH�52&
FROODERUDWLYH�ZRUNVKRSV�� 4ZHVW�VXEPLWWHG�LWV�43$3�WR�WKH�)DFLOLWDWRU�IRU�KLV�UHYLHZ���7KLV�ZDV
� 6HH���WK�6XSSOHPHQWDO�2UGHU�2UGHULQJ�3DUWLFLSDWLRQ�LQ�0XOWLSOH�6WDWH�:RUNVKRS�$GGUHVVLQJ�4ZHVW¶V�3RVW�(QWU\�3HUIRUPDQFH�3ODQ��,Q�WKH�0DWWHU�RI�WKH�,QYHVWLJDWLRQ�,QWR�8�6�:HVW�&RPPXQLFDWLRQV��,QF�¶V�&RPSOLDQFH�:LWK6HFWLRQ�����RI�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI�������'RFNHW�1R��87���������-XO\����������������� (/,��7:7&��DQG�;2�&RPPHQWV�RQ�43$3�5HSRUW��,Q�WKH�0DWWHU�RI�WKH�,QYHVWLJDWLRQ�,QWR�8�6�:HVW&RPPXQLFDWLRQV��,QF�¶V�&RPSOLDQFH�:LWK�6HFWLRQ�����RI�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI�������'RFNHW�1R��87���������1RY������������DW����³(/,�&RPPHQWV´��� 8WDK�'LYLVLRQ�RI�3XEOLF�8WLOLWLHV�43$3�5HSRUW��2FW������������DW����³8WDK�6WDII�5HSRUW´��� $7	7�JUDWXLWRXVO\�VXJJHVWV�WKDW�4ZHVW�³EDVLFDOO\�ZDONHG�DZD\�IURP�WKH�FROODERUDWLYH�SURFHVV�ZKLOH�LW�ZDVLQ�PLG�VWUHDP�´��$7	7¶V�&RPPHQWV�RQ�WKH�/LEHUW\�&RQVXOWLQJ�*URXS¶V�43$3�5HSRUW��,Q�WKH�0DWWHU�RI�WKH,QYHVWLJDWLRQ�,QWR�8�6�:HVW�&RPPXQLFDWLRQV��,QF�¶V�&RPSOLDQFH�:LWK�6HFWLRQ�����RI�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI������'RFNHW�1R��87���������1RY������������DW����³$7	7�&RPPHQWV´����,Q�IDFW��4ZHVW�SDUWLFLSDWHG�LQ�ILYH�PXOWL�GD\�ZRUNVKRSV�RQ�WKH�43$3�DQG�QXPHURXV�FRQIHUHQFH�FDOOV�RYHU�WKH�FRXUVH�RI�HLJKW�PRQWKV�LQ�DQ�HIIRUW�WR�UHDFKDJUHHPHQW�ZLWK�&/(&V�RQ�WKH�WHUPV�RI�WKH�SODQ���1RW�VXUSULVLQJO\��WKH�SDUWLHV�GLVDJUHHG�RQ�VRPH�LVVXHV��WKRXJK�WKH\
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QR�³WULDO�E\�DPEXVK�´� 4ZHVW�DFFRPSDQLHG�LWV�SODQ�ZLWK�VXSSRUWLQJ�FRPPHQWV�H[SODLQLQJ�LWV
SRVLWLRQV�RQ�LVVXHV�WKH�&/(&V�KDG�DOUHDG\�LGHQWLILHG�DV�FRQFHUQV�LQ�SULRU�ZRUNVKRSV�DQG�WKH
PDQ\�VLJQLILFDQW�FKDQJHV�4ZHVW�KDG�PDGH�LQ�WKH�52&�3(33�&ROODERUDWLYH���4ZHVW�DOVR
SURYLGHG�WKH�UHSRUW�RI�WKH�SURMHFW�PDQDJHUV�LQ�WKDW�SURFHVV��0D[LP�7HOHFRP�*URXS��³07*´��
ZKLFK�LGHQWLILHG�WKH�DJUHHPHQWV�UHDFKHG�DV�ZHOO�DV�LVVXHV�RYHU�ZKLFK�WKHUH�ZDV�GLVDJUHHPHQW�
7KH�&/(&V�DQG�VWDWH�DGYRFDF\�VWDIIV��LQFOXGLQJ�WKH�:DVKLQJWRQ�3XEOLF�&RXQVHO��WKHQ�SURYLGHG
UHVSRQVLYH�FRPPHQWV�RQ�WKH�SODQ���7KH�)DFLOLWDWRU�WKHUHDIWHU�FRQGXFWHG�VHYHQ�GD\V�RI�KHDULQJV
RQ�WKHVH�LVVXHV��ZLWK�WHVWLPRQ\�IURP�HOHYHQ�ZLWQHVVHV��DQG�FURVV�H[DPLQDWLRQ�RI�WKH�4ZHVW
SHUVRQQHO�LQYROYHG�LQ�WKH�GHVLJQ�RI�WKH�43$3���)LQDOO\��WKH�)DFLOLWDWRU�GLUHFWHG�WKH�SDUWLHV�WR
VXEPLW�EULHIV�DQG�UHSO\�EULHIV�WR�DGGUHVV�WKH�RSHQ�LVVXHV��EHIRUH�LVVXLQJ�KLV�FRPSUHKHQVLYH
GHFLVLRQ�UHVROYLQJ�WKRVH�LVVXHV�

7KH�)DFLOLWDWRU¶V�5HSRUW�LV�QRW�WKH�SURGXFW�RI�DQ\RQH¶V�³IDQWDV\�´�DQG�LW�KDUGO\�SURFHHGV
IURP�WKH�JRDO�QRW�WR�SODFH�³DQ\�PRUH�EXUGHQ�RQ�4ZHVW�WKDQ�4ZHVW�KDV�SURSRVHG�WR�EHDU�´� ,W
GRHV�QRW�³UXEEHU�VWDPS�4ZHVW¶V�SURSRVDOV�´� 1RWZLWKVWDQGLQJ�WKH�VLJQLILFDQW�FKDQJHV�4ZHVW
PDGH�LQ�WKH�3(33�ZRUNVKRSV��WKH�)DFLOLWDWRU�UHFRPPHQGV�D�QXPEHU�RI�DGGLWLRQDO�VLJQLILFDQW
FKDQJHV�WR�WKH�43$3�WKDW�LQFUHDVH�4ZHVW¶V�SRWHQWLDO�ILQDQFLDO�H[SRVXUH��LQFOXGLQJ�FUHDWLQJ
DGGLWLRQDO�ULVNV�E\�DGMXVWLQJ�WKH�FDS��PRGLI\LQJ�WKH�7LHU���WULJJHU�WR�PDNH�SD\PHQWV�PRUH�OLNHO\�
DQG�LQVWLWXWLQJ�PLQLPXP�SD\PHQW�IRU�&/(&V�WKDW�KDYH�ORZHU�RUGHU�YROXPHV���1RU�GRHV�LW
IRXQG�FRPPRQ�JURXQG�RQ�PDQ\�RWKHUV���4ZHVW�WKHQ�EURXJKW�WKH�43$3�WR�WKH�)DFLOLWDWRU�IRU�UHYLHZ�LQ�OLHX�RI�WDNLQJWKH�SODQ�GLUHFWO\�WR�HDFK�RI�WKH�VWDWH�FRPPLVVLRQV�RI�WKH�QLQH�SDUWLFLSDWLQJ�VWDWHV�DQG�LQ�RUGHU�WR�EULQJ�FORVXUH�WR�WKH����SURFHVV���,W�LV�REYLRXVO\�QRW�LQ�$7	7¶V�FRPSHWLWLYH�LQWHUHVW�IRU�VXFK�FORVXUH�WR�RFFXU�� (/,�&RPPHQWV�DW���� ,G��DW������� ,G��DW���
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³LJQRUH�UHFRUG�HYLGHQFH�´� :KLOH�VRPH�RI�LWV�FRQFOXVLRQV�DUH�EDVHG�RQ�HYLGHQFH�VXEPLWWHG�E\
4ZHVW�WKDW�WKH�&/(&V�GR�QRW�OLNH��WKH\�JHQHUDOO\�PDGH�QR�HIIRUW�WR�SURYLGH�DQ\�UHEXWWDO�HYLGHQFH
RI�WKHLU�RZQ�� $QG�WKH�VXJJHVWLRQ�WKDW�WKH�)DFLOLWDWRU¶V�VHUYLFH�DV�D�FRQVXOWDQW�WR�WKH
SDUWLFLSDWLQJ�VWDWH�FRPPLVVLRQV�ZDV�VRPHKRZ�FRPSURPLVHG�EHFDXVH�4ZHVW�SDLG�IRU�WKDW
VHUYLFH�� LV�QRWKLQJ�VKRUW�RI�SUHSRVWHURXV��SDUWLFXODUO\�DW�WKLV�ODWH�GDWH���

1RU��DV�WKH�&/(&V�VXJJHVW��GLG�WKH�)DFLOLWDWRU�YLRODWH�DQ\�)&&�OHJDO�VWDQGDUGV�LQ�KLV
DQDO\VLV�RI�WKH�43$3���,QGHHG��PDQ\�RI�WKH�&/(&V¶�FKDOOHQJHV�DUH�WR�SURYLVLRQV�RI�WKH�5HSRUW
WKDW�GHWHUPLQHG�WR�IROORZ�)&&�SUHFHGHQWV�WKDW�WKH�&/(&V�VLPSO\�GR�QRW�OLNH���7KH�&/(&V
FRPSODLQ�WKDW��LQ�GRLQJ�VR��WKH�)DFLOLWDWRU�VKRXOG�QRW�KDYH�FRQFHUQHG�KLPVHOI�ZLWK�WKH�³HWKHUHDO´
TXHVWLRQ�RI�ZKHWKHU�WKH�43$3�SD\PHQW�SURYLVLRQV�EHDU�DQ\�UHDVRQDEOH�UHODWLRQVKLS�WR�WKH�DFWXDO
KDUP�WKDW�D�PLVVHG�3,'�PLJKW�FDXVH�WKHP��� ,Q�WKHLU�YLHZ��WKH�43$3�³LV�DQ�)&&�PDQGDWHG�SODQ

� ,G�� $7	7�DUJXHV�WKDW�LW�ZDV�SURKLELWHG�IURP�LQWURGXFLQJ�HYLGHQFH�RI�KDUP�IURP�GLVSDUDWH�WUHDWPHQW�E\�4ZHVW�$7	7�&RPPHQWV�DW����	�Q������7KH�RQO\�UHIHUHQFH�$7	7�PDNHV��KRZHYHU��LV�WR�D�SURIIHU�RI�WKH�FRVWV�RIFROORFDWLRQ�WR�&/(&V��ZKLFK�ZDV�UHMHFWHG�EHFDXVH�$7	7�DWWHPSWHG�WR�LQWURGXFH�LW�DIWHU�WKH�WHVWLPRQ\�RI�LWV�RZQZLWQHVV�DQG�GXULQJ�LWV�FURVV�H[DPLQDWLRQ�RI�4ZHVW¶V�ZLWQHVV�²�³>M@XVW�DV�,�ZDV�XQFRPIRUWDEOH�KDYLQJ�>4ZHVW¶VZLWQHVV@�WDON�DERXW�QHZ�LVVXHV�WKDW�ZRXOG�VXSSRUW�WKH�4ZHVW�SURSRVDO�´��&��,QRX\H���������7HVWLPRQ\��7U��DW����VWDWHPHQW�RI�0U��$QWRQXN���� $7	7�&RPPHQWV�DW���	�Q����� ,I�(/,�LV�VHHNLQJ�WR�GLVTXDOLI\�WKH�)DFLOLWDWRU��LW�VKRXOG�KDYH�UDLVHG�LWV�FRQFHUQV�ORQJ�EHIRUH�QRZ��QRW�DIWHU�LWKDV�GHWHUPLQHG�WKDW�LW�PLJKW�KDYH�JRWWHQ�GLIIHUHQW�UHVXOWV�IURP�DQRWKHU�GHFLVLRQPDNHU���&I� ���8�6�&���������FODLP�RIELDV�PXVW�JHQHUDOO\�EH�ILOHG�QRW�OHVV�WKDQ����GD\V�EHIRUH�EHJLQQLQJ�RI�WHUP�DW�ZKLFK�SURFHHGLQJ�WR�EH�KHDUG���)UDQNVY��1LPPR������)��G���������������WK�&LU���������� $7	7�&RPPHQWV�DW������VHH�DOVR�(/,�&RPPHQWV�DW������:RUOG&RP¶V�&RPPHQWV�RQ�/LEHUW\�&RQVXOWLQJ¶V5HSRUW�5HJDUGLQJ�4ZHVW¶V�3HUIRUPDQFH�$VVXUDQFH�3ODQ��,Q�WKH�0DWWHU�RI�WKH�,QYHVWLJDWLRQ�,QWR�8�6�:HVW&RPPXQLFDWLRQV��,QF�¶V�&RPSOLDQFH�:LWK�6HFWLRQ�����RI�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI�������'RFNHW�1R��87���������1RY������������DW������³:RUOG&RP�&RPPHQWV´����&RQWUDU\�WR�(/,¶V�DVVHUWLRQ��WKH�)DFLOLWDWRU�GLG�QRW�VHHWKLV�DV�WKH�³SULPDU\�SXUSRVH´�RI�WKH�43$3���(/,�&RPPHQWV�DW�����7KLV�SHUIHFWO\�ORJLFDO�TXHVWLRQ�ZDV�RQO\�RQH�RIVHYHUDO�KH�EHOLHYHG�VKRXOG�EH�³WDNH>Q@�LQWR�DFFRXQW´�²�LQFOXGLQJ�ZKHWKHU�WKH�43$3�FRPSRUWV�ZLWK�SUHYLRXV�SODQVDSSURYHG�E\�WKH�)&&��D�IDFWRU�WKH�&/(&V�FRQVLVWHQWO\�LJQRUH���DQG�ZKHWKHU�WKH�SODQ�³SURYLGH>V@�VXIILFLHQWLQFHQWLYH´�IRU�4ZHVW�WR�FRQWLQXH�WR�FRPSO\�ZLWK�VHFWLRQ�����DIWHU�HQWHULQJ�WKH�ORQJ�GLVWDQFH�PDUNHW���)DFLOLWDWRU¶V5HSRUW�DW�����$QG�DV�QRWHG�DERYH��WKH�)DFLOLWDWRU�VRXJKW�WR�LQFUHDVH�WKDW�LQFHQWLYH�LQ�D�YDULHW\�RI�ZD\V�
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WR�DVVXUH�WKDW�PDUNHWV�UHPDLQ�RSHQ�IRU�FRPSHWLWLRQ�´�� ,Q�IDFW��WKH�)&&�KDV�UHSHDWHGO\�PDGH
FOHDU�WKDW�LW�GRHV�QRW�UHTXLUH�WKH�VXEPLVVLRQ�RI�DQ\ SHUIRUPDQFH�DVVXUDQFH�SODQ�DV�D�FRQGLWLRQ�IRU
����DSSURYDO��� PXFK�OHVV�RQH�WKDW�PD[LPL]HV�SD\PHQWV�WR�&/(&V�ZLWKRXW�UHJDUG�WR�DQ\
UHODWLRQVKLS�WR�WKH�KDUP�RI�D�PLVVHG�PHDVXUHPHQW���1RU�LV�WKH�43$3�UHTXLUHG�IRU�SXUSRVHV�RI
FRPSO\LQJ�ZLWK�WKH�REOLJDWLRQV�IRU�DOO�,/(&V�WR�XQEXQGOH�WKHLU�ORFDO�QHWZRUNV�XQGHU�VHFWLRQ
����F�����RI�WKH�$FW��UDWKHU��LW�LV�SDUW�RI�4ZHVW¶V�VKRZLQJ�XQGHU�WKH�³SXEOLF�LQWHUHVW´�FULWHULRQ�LQ
6HFWLRQ�����G�����&��

&RQWUDU\�WR�WKH�&/(&V¶�DVVHUWLRQV��WKDW�VWDQGDUG�LV�QRW�D�VWUDLJKWMDFNHW���,W�GRHV�QRW
SURKLELW�WKH�)DFLOLWDWRU�IURP�DVNLQJ�WKH�ORJLFDO�TXHVWLRQ�ZKHWKHU�SD\PHQWV�VRXJKW�E\�&/(&V�DUH
GLVSURSRUWLRQDWH�WR�WKHLU�KDUP��LQ�RUGHU�WR�DVVXUH�WKDW�WKH�43$3�HPERGLHV�D�³UHDVRQDEOH´
SD\PHQW�VWUXFWXUH��DV�UHTXLUHG�E\�WKH�)&&��� $V�WKH�6XSUHPH�&RXUW�HVWDEOLVKHG�RYHU����\HDUV
DJR��WKH�SXEOLF�LQWHUHVW�VWDQGDUG�RI�WKH�&RPPXQLFDWLRQV�$FW�³LV�D�VXSSOH�LQVWUXPHQW�IRU�WKH
H[HUFLVH�RI�GLVFUHWLRQ�E\�WKH�H[SHUW�ERG\�ZKLFK�&RQJUHVV�KDV�FKDUJHG�WR�FDUU\�RXW�LWV�OHJLVODWLYH

�� $7	7�&RPPHQWV�DW����� 6HH�0HPRUDQGXP�2SLQLRQ�DQG�2UGHU��$SSOLFDWLRQ�E\�%HOO�$WODQWLF�1HZ�<RUN�IRU�$XWKRUL]DWLRQ�8QGHU6HFWLRQ�����RI�WKH�&RPPXQLFDWLRQV�$FW�7R�3URYLGH�,Q�5HJLRQ��,QWHU/$7$�6HUYLFH�LQ�WKH�6WDWH�RI�1HZ�<RUN�����)&&5FG��������������������³%HOO�$WODQWLF�1HZ�<RUN�2UGHU´���DII¶G VXE�QRP��$7	7�&RUS��Y��)&&������)��G������'�&�&LU���������0HPRUDQGXP�2SLQLRQ�DQG�2UGHU��$SSOLFDWLRQ�E\�6%&�&RPPXQLFDWLRQV�,QF���6RXWKZHVWHUQ�%HOO7HOHSKRQH�&RPSDQ\��DQG�6RXWKZHVWHUQ�%HOO�&RPPXQLFDWLRQV�6HUYLFHV��,QF��G�E�D�6RXWKZHVWHUQ�%HOO�/RQJ�'LVWDQFH3XUVXDQW�WR�6HFWLRQ�����RI�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI������7R�3URYLGH�,Q�5HJLRQ��,QWHU/$7$�6HUYLFHV�LQ�7H[DV����)&&�5FG�����������������������³6%&�7H[DV�2UGHU´���0HPRUDQGXP�2SLQLRQ�DQG�2UGHU��-RLQW�$SSOLFDWLRQ�E\6%&�&RPPXQLFDWLRQV�,QF���6RXWKZHVWHUQ�%HOO�7HOHSKRQH�&RPSDQ\��DQG�6RXWKZHVWHUQ�%HOO�&RPPXQLFDWLRQV6HUYLFHV��,QF��G�E�D�6RXWKZHVWHUQ�%HOO�/RQJ�'LVWDQFH�IRU�3URYLVLRQ�RI�,Q�5HJLRQ��,QWHU/$7$�6HUYLFHV�LQ�.DQVDV�DQG2NODKRPD�����)&&�5FG��������������������³6%&�.DQVDV�2NODKRPD�2UGHU´���0HPRUDQGXP�2SLQLRQ�DQG�2UGHU�$SSOLFDWLRQ�RI�9HUL]RQ�1HZ�(QJODQG�,QF���%HOO�$WODQWLF�&RPPXQLFDWLRQV��,QF���G�E�D�9HUL]RQ�/RQJ�'LVWDQFH��1<1(;�/RQJ�'LVWDQFH�&RPSDQ\��G�E�D�9HUL]RQ�(QWHUSULVH�6ROXWLRQV��$QG�9HUL]RQ�*OREDO�1HWZRUNV�,QF���)RU$XWKRUL]DWLRQ�WR�3URYLGH�,Q�5HJLRQ��,QWHU/$7$�6HUYLFHV�LQ�0DVVDFKXVHWWV�����)&&�5FG�������������������³9HUL]RQ�0DVVDFKXVHWWV�2UGHU´���� 6HH��H�J�� %HOO�$WODQWLF�1HZ�<RUN�2UGHU������������³UHDVRQDEOH�VWUXFWXUH´�GHVLJQHG�WR�GHWHFW�DQG�VDQFWLRQSRRU�SHUIRUPDQFH��
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SROLF\�´�� ,W�VXUHO\�HQFRPSDVVHV�FRQFHUQV�DERXW�PDVVLYH�DQG�XQZDUUDQWHG�ZHDOWK�WUDQVIHUV�IURP
%2&V�WR�WKHLU�FRPSHWLWRUV��ZKLFK�FRXOG�DUWLILFLDOO\�GHSUHVV�WKH�YHU\�IRUP�RI�IDFLOLWLHV�EDVHG
FRPSHWLWLRQ�WKDW�WKH������$FW�ZDV�GHVLJQHG�WR�HQFRXUDJH��� $QG�LW�DOVR�FHUWDLQO\�SHUPLWWHG�WKH
)DFLOLWDWRU�WR�DVN�ZKHWKHU�DW�VRPH�SRLQW�WKH�SD\PHQWV�VRXJKW�E\�WKH�&/(&V�ZRXOG��LI�DFFHSWHG�
DPRXQW�WR�³WKXPE>LQJ@�RXU�QRVH�DW�&RQJUHVVLRQDO�LQWHQW�WR�LQFUHDVH�FRPSHWLWLRQ´�LQ�WKH�ORQJ
GLVWDQFH�PDUNHWV�FXUUHQWO\�GRPLQDWHG�E\�&/(&V�,;&V�VXFK�DV�$7	7�DQG�:RUOG&RP���

)LQDOO\��4ZHVW�QRWHV�WKDW�3XEOLF�&RXQVHO�SUHIHUV�WKH�FXUUHQWO\�SURSRVHG�&RORUDGR�3$3�WR
WKH�43$3���$�QXPEHU�RI�WKH�&/(&V�VLPLODUO\�UHFRPPHQG�WKDW�WKLV�&RPPLVVLRQ�QRZ�DGRSW
HLWKHU�SRUWLRQV�RI�WKDW�SURSRVDO��RU�WKH�UHFRPPHQGDWLRQV�RI�WKH�8WDK�&RPPLVVLRQ�VWDII��ZKLFK
GLVDJUHHG�ZLWK�WKH�)DFLOLWDWRU�RQ�FHUWDLQ�LVVXHV���4ZHVW�DOVR�QRWHV�ILUVW�WKDW�WKH�&3$3�LV�GLIIHUHQW
IURP�WKH�43$3��LW�ZDV�GHYHORSHG�WKURXJK�D�GLIIHUHQW�UHFRUG�DQG�LV�EDVHG�RQ�D�JLYH�DQG�WDNH
VSHFLILF�WR�WKDW�UHYLHZ�SURFHVV���6HFRQG��WKH�&/(&¶V�DWWHPSW�WR�GLVDYRZ�WKH�RXWFRPH�RI�WKH
OHQJWK\�SURFHVV�LQ�ZKLFK�WKLV�&RPPLVVLRQ�DQG�LWV�6WDII�HQJDJHG�DQG�RU�WR�SLFN�DQG�FKRRVH
SURYLVLRQV�IURP�GLIIHUHQW�SODQV�GHYHORSHG�LQ�GLIIHUHQW�SURFHHGLQJV�LV�XQWHQDEOH�DQG�IDU�DILHOG�RI
WKH�GXH�SURFHVV�WKH\�FODLPHG�HQWLWOHPHQW�WR�ZKHQ�WKH�52&�SURFHHGLQJ�EHJDQ���)LQDOO\��4ZHVW

�� )&&�Y��:1&1�/LVWHQHUV�*XLOG������8�6�������������������TXRWLQJ�)&&�Y��3RWWVYLOOH�%URDGFDVWLQJ�&R������8�6��������������������6HH�DOVR�0&,�7HO��&RUS��Y��$7	7������8�6�������������������� 6HH��H�J���,PSOHPHQWDWLRQ�RI�WKH�/RFDO�&RPSHWLWLRQ�3URYLVLRQV�RI�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI������7KLUG�5HSRUW�DQG�2UGHU�DQG�)RXUWK�)XUWKHU�1RWLFH�RI�3URSRVHG�5XOHPDNLQJ�����)&&�5FG�����������������������$V)&&�&KDLUPDQ�3RZHOO�QRWHG�RQO\�ODVW�ZHHN��RQO\�IDFLOLWLHV�EDVHG�FRPSHWLWRUV�³RIIHU�WKH�SURPLVH�RI�PRUH�VXEVWDQWLDODQG�HQGXULQJ�LQYHVWPHQW�LQ�ORFDO�PDUNHWV�´�WKH�SURPLVH�RI�³D�UHGXQGDQW�QDWLRQDO�QHWZRUN�LQIUDVWUXFWXUH´�WKDW�LV�QRZPRUH�LPSRUWDQW�WKDQ�HYHU��DV�ZHOO�DV�³UHDO�PHDQLQJIXO�FKRLFH�IRU�FRQVXPHUV�´ 5HPDUNV�RI�0LFKDHO�.��3RZHOO�&KDLUPDQ��)HGHUDO�&RPPXQLFDWLRQV�&RPPLVVLRQ��DW�WKH�$VVRFLDWLRQ�RI�/RFDO�7HOHFRPPXQLFDWLRQV�6HUYLFHV��1RY�����������DW����HPSKDVLV�LQ�RULJLQDO���� )DFLOLWDWRU¶V�5HSRUW�DW���
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DGYDQFHV�WKH�&RPPLVVLRQ�WKDW�4ZHVW�LV�FXUUHQWO\�FKDOOHQJLQJ�WKH�&RORUDGR�DQG�8WDK�SURYLVLRQV
WKDW�WKH�&/(&V�SURSRVH���

$QG�WKH�)&&�KDV�PDGH�FOHDU�WKDW�WKH�TXHVWLRQ�KHUH�LV�QRW ZKHWKHU�³PRUH�LV�EHWWHU�´��,W�LV
QRW ZKHWKHU�QRZ�WR�UHSODFH�WKH�43$3�RIIHUHG�E\�4ZHVW��ZKLFK�DOUHDG\�FRQWDLQV�D�QXPEHU�RI
FRPSURPLVHV�DFFHSWHG�E\�4ZHVW�WKURXJK�WKH�PXOWL�VWDWH�SURFHVV�HQGRUVHG�E\�WKLV�&RPPLVVLRQ�
ZLWK�D�ZKROO\�GLIIHUHQW�SODQ�SUHPLVHG�RQ�D�ZKROO\�GLIIHUHQW�UHFRUG���7KH�LVVXH�LV�ZKHWKHU
4ZHVW¶V�SURSRVDO��DV�PRGLILHG�WKURXJK�WKLV�QHJRWLDWHG�SURFHVV�RI�JLYH�DQG�WDNH��VDWLVILHV�WKH
)&&¶V�³]RQH�RI�UHDVRQDEOHQHVV�´��7KH�PRVW�SUREDWLYH�HYLGHQFH�RQ�WKLV�VFRUH�LV�WKDW�WKH�43$3�LV
FRQVLVWHQW�ZLWK�WKH�EDVLF�IUDPHZRUN�RI�VLPLODU�SODQV�DOUHDG\�DSSURYHG�E\�WKH�)&&�LQ�RWKHU�FDVHV�
$V�ZH�QRZ�VKRZ��WKHUH�FDQ�EH�QR�GRXEW�WKDW�WKH�43$3�VDWLVILHV�WKH�)&&¶V�VWDQGDUGV��ZKLFK�DUH
FRQWUROOLQJ�KHUH�

,,� 7+(�&200(17(56¶�63(&,),&�2%-(&7,216�$5(�,1&216,67(17����:,7+�7+(�)&&¶6�35(&('(176�$1'�7+(�5(&25'�(9,'(1&(�
:H�DGGUHVV�EHORZ�WKH�REMHFWLRQV�WR�VSHFLILF�DVSHFWV�RI�WKH�)DFLOLWDWRU¶V�5HSRUW��LQ�WKH

RUGHU�VHW�IRUWK�LQ�WKDW�5HSRUW�
2YHUDOO�&DS

4ZHVW�SURSRVHG�WR�DFFHSW�VXEVWDQWLDO�ILQDQFLDO�ULVN�DV�DQ�LQFHQWLYH�WR�PHHW�WKH�43$3
SHUIRUPDQFH�PHDVXUHV�²�XS�WR������PLOOLRQ�SHU�\HDU������PLOOLRQ�SHU�\HDU�LQ�:DVKLQJWRQ��
�� 6HH�5HVSRQVH�RI�4ZHVW�&RUSRUDWLRQ�WR�'HFLVLRQ�RQ�0RWLRQV�)RU�0RGLILFDWLRQ�DQG�&ODULILFDWLRQ�RI�WKH&RORUDGR�3HUIRUPDQFH�$VVXUDQFH�3ODQ��,Q�WKH�0DWWHU�RI�WKH�,QYHVWLJDWLRQ�,QWR�$OWHUQDWLYH�$SSURDFKHV�)RU�D�4ZHVW&RUSRUDWLRQ�3HUIRUPDQFH�$VVXUDQFH�3ODQ�LQ�&RORUDGR��'RFNHW�1R����,����7��1RY�������������³4ZHVW¶V�&RORUDGR&RPPHQWV´���4ZHVW¶V�&RPPHQWV�RQ�WKH�6WDII�5HSRUW�RQ�4ZHVW¶V�3HUIRUPDQFH�$VVXUDQFH�3ODQ��,Q�WKH�0DWWHU�RI�WKH$SSOLFDWLRQ�RI�4:(67�&25325$7,21��IND�86�:(67�&RPPXQLFDWLRQV��,QF���IRU�$SSURYDO�RI�&RPSOLDQFH�ZLWK���8�6�&��������G�����%���'RFNHW�1R�������������1RY������������³4ZHVW¶V�8WDK�&RPPHQWV´��2I�FRXUVH��LW�SDUWLFXODUO\�OXGLFURXV�IRU�:RUOG&RP�RU�DQ\�RWKHU�&/(&�WR�DVN�WKH�&RPPLVVLRQ�WR�LJQRUH�WKHUHFRUG�DQG�SURFHVV�RI�WKLV�SURFHHGLQJ�LQ�IDYRU�RI�SURYLVLRQV�IURP�DQRWKHU�SODQ�LQ�DQRWKHU�MXULVGLFWLRQ�



�

ZKLFK�UHSUHVHQWV����SHUFHQW�RI�4ZHVW¶V�QHW�UHWXUQ�IURP�ORFDO�VHUYLFH�LQ�WKH�QLQH�VWDWHV���7KH
)DFLOLWDWRU�FLWHG�UHSHDWHG�DSSURYDO�RI�WKH����SHUFHQW�FDS��EXW�DOVR�UHFRPPHQGHG�WKDW�WKH���
SHUFHQW�FDS�PRYH�LQ�HLWKHU�GLUHFWLRQ�DFFRUGLQJ�WR�D�SUHVHW�IRUPXOD�VR�WKDW�LW�ZRXOG�DGDSW�WR
FKDQJLQJ�FLUFXPVWDQFHV���7KH�FDSV�ZRXOG�PRYH�DV�IROORZV�

� ,I�4ZHVW�ZRXOG�KDYH�H[FHHGHG�WKH�FDS�E\�DW�OHDVW���SHUFHQW�IRU�DQ\FRQVHFXWLYH�SHULRG�RI����PRQWKV��WKHQ�WKH�FDS�FRXOG�LQFUHDVH�E\�XS�WR��SHUFHQW��ZLWK�D�PD[LPXP�WRWDO�LQFUHDVH�RI���SHUFHQW�
� ,I�4ZHVW¶V�SD\PHQWV�ZHUH���SHUFHQW�RU�PRUH�EHORZ�WKH�FDS�IRU�DQ\FRQVHFXWLYH�SHULRG�RI����PRQWKV��WKHQ�WKH�FDS�FRXOG�GHFUHDVH�E\�XS�WR��SHUFHQW��ZLWK�D�PD[LPXP�WRWDO�GHFUHDVH�RI���SHUFHQW�
7KH�&/(&V�GLVDJUHH�ZLWK�ERWK�WKH����SHUFHQW�RYHUDOO�FDS DQG�WKH�SURYLVLRQ�DOORZLQJ�IRU

GRZQZDUG�PRYHPHQW�RI�WKH�FDS���7KH\�DUJXH�DOWHUQDWLYHO\�WKDW�4ZHVW¶V�SRWHQWLDO�OLDELOLW\�VKRXOG
EH�DOORZHG�WR�LQFUHDVH�WR����SHUFHQW�EXW�QRW�GHFUHDVH��WKDW�LW�VKRXOG�QRW�EH�FDSSHG�DW�DQ\�OHYHO��RU
WKDW�RQO\�D�³VRIW´�FDS�RU�D�³SURFHGXUDO´�FDS�VKRXOG�EH�XVHG���7KHVH�DUJXPHQWV�DUH�FRPSOHWHO\
XQGHUPLQHG�E\�)&&�SUHFHGHQW���,Q�DSSOLFDWLRQ�DIWHU�DSSOLFDWLRQ��WKH�)&&�KDV�DSSURYHG�DQ
DEVROXWH�OLPLW�RQ�WKH�%2&¶V�OLDELOLW\��� 0RUH�VSHFLILFDOO\��DQG�DV�$7	7�KDV�DFNQRZOHGJHG���
WKH�)&&�KDV�UHSHDWHGO\�IRXQG�WKDW�SODFLQJ����SHUFHQW�RI�WKH�%2&¶V�QHW�UHWXUQ�DW�ULVN�FRQVWLWXWHG
D�PHDQLQJIXO�LQFHQWLYH��� $V�WKH�)DFLOLWDWRU�SRLQWHG�RXW��WKH�&/(&V�KDYH�IDLOHG�WR�GHPRQVWUDWH
²�GHVSLWH�DPSOH�RSSRUWXQLW\�WR�GR�VR�²�WKDW�WKH�SDUWLFXODU�IDFWV�LQ�WKLV�FDVH�UDLVH�FRQVLGHUDWLRQV
WKDW�ZHUH�QRW�SUHVHQW�LQ�WKH�)&&¶V�SUHYLRXV�VHFWLRQ�����DSSOLFDWLRQV�LQ�ZKLFK�D����SHUFHQW�KDUG
�� 6HH�%HOO�$WODQWLF�1HZ�<RUN 2UGHU��������6%&�7H[DV 2UGHU �������6%&�.DQVDV�2NODKRPD 2UGHU ������9HUL]RQ�0DVVDFKXVHWWV�2UGHU��������9HUL]RQ�&RQQHFWLFXW�2UGHU�������-RLQW�$SSOLFDWLRQ�E\�6%&�&RPPXQLFDWLRQV,QF���6RXWKZHVWHUQ�%HOO�7HO��&R���DQG�6RXWKZHVWHUQ�%HOO�&RPPXQLFDWLRQV�6HUYLFH��,QF��G�E�D�6RXWKZHVWHUQ�%HOO�/RQJ'LVWDQFH�3XUVXDQW�WR�6HFWLRQ�����RI�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI������7R�3URYLGH�,Q�5HJLRQ��,QWHU/$7$�6HUYLFHVLQ�$UNDQVDV�DQG�0LVVRXUL��)&&���������UHO��1RY�������������DW�����������	�Q������³6%&�$UNDQVDV�0LVVRXUL2UGHU´���� 6HH�$7	7�&RPPHQWV�DW����� 6HH�%HOO�$WODQWLF�1HZ�<RUN 2UGHU������������6%&�7H[DV 2UGHU �������6%&�.DQVDV�2NODKRPD 2UGHU ������9HUL]RQ�&RQQHFWLFXW�2UGHU�������6%&�$UNDQVDV�0LVVRXUL�2UGHU�����������	�Q�����
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FDS�ZDV�LQFOXGHG�LQ�WKH�SODQ��� ,Q�WKH�DEVHQFH�RI�VXFK�D�GHPRQVWUDWLRQ��WKH�)DFLOLWDWRU�SURSHUO\
UHMHFWHG�WKH�&/(&V¶�DVVHUWLRQ�WKDW�ILQDQFLDO�ULVN�PXVW�EH�XQOLPLWHG�WR�EH�DGHTXDWH�²�SDUWLFXODUO\
ZKHQ�FRXSOHG�ZLWK�WKH�ULVN�RI�HQIRUFHPHQW�SURFHHGLQJV�RU�UHYRFDWLRQ�RI�VHFWLRQ����
DXWKRUL]DWLRQ�DIWHU�LQWHU/$7$�VHUYLFH�KDV�EHHQ�LQLWLDWHG�

7KH�)DFLOLWDWRU�DOVR�UHFRJQL]HG�4ZHVW¶V�QHHG�IRU�³FHUWDLQW\´�UHJDUGLQJ�LWV�PD[LPXP
SRWHQWLDO�OLDELOLW\��� 4ZHVW�VKRXOG�QRW�EH�IRUFHG�WR�GHFLGH�ZKHWKHU�WR�DFFHSW�WKH�VLJQLILFDQW
XQGHUWDNLQJ�LW�KDV�PDGH�LQ�WKH�43$3�ZLWKRXW�VRPH�DVVXUDQFH�DV�WR�WKH�OLPLW�RI�WKH�OLDELOLW\�LQ
WKDW�XQGHUWDNLQJ��� 7KLV�LV�SDUWLFXODUO\�WUXH�LQ�OLJKW�RI�WKH�IDFW�WKDW�VXEMHFWLQJ�4ZHVW�WR�XQOLPLWHG
OLDELOLW\�LV�QRW�QHFHVVDU\�WR�DFFRPSOLVK�WKH�JRDOV�RI�WKH�43$3�²�HLWKHU�WR�SURYLGH�VXIILFLHQW
LQFHQWLYH�IRU�4ZHVW¶V�ZKROHVDOH�SHUIRUPDQFH�RU�WR�FRPSHQVDWH�&/(&V�IRU�WKH�KDUP�DVVRFLDWHG
ZLWK�SRRU�SHUIRUPDQFH�

(/,�DUJXHV�WKDW�LI�WKH�43$3�FDS�GRHV�QRW�HTXDO�WKH�SURILW�4ZHVW�JHQHUDWHV�IURP�ORFDO
H[FKDQJH�VHUYLFHV��43$3�SD\PHQWV�³ZRXOG�MXVW�EH�DQRWKHU�FRVW�RI�GRLQJ�EXVLQHVV��UDWKHU�WKDQ�D
ILQDQFLDO�LQFHQWLYH�WR�HQVXUH�WKH�GHYHORSPHQW�RI�HIIHFWLYH�ORFDO�H[FKDQJH�FRPSHWLWLRQ�´�� (/,¶V
DGYRFDF\�RQ�WKLV�SRLQW�PLVWDNHQO\�DVVXPHV�WKDW�4ZHVW�KDV�QR�EHWWHU�XVH�IRU�LWV�³SURILWV´�WKDQ
SD\LQJ�SHQDOWLHV�IRU�QRQFRQIRUPLQJ�SHUIRUPDQFH��UDWKHU�WKDQ�SD\LQJ�LQYHVWRUV�IRU�WKH�XVH�RI�WKHLU

�� 6HH )DFLOLWDWRU¶V�5HSRUW�DW������ ,G��DW������ $�³VRIW´�FDS�WKDW�FDUULHV�IRUZDUG�OLDELOLW\�LQWR�IXWXUH�\HDUV�GRHV�QRW�DGGUHVV�WKLV�IXQGDPHQWDO�SUREOHP���,W�LVQRW�UHDOO\�D�FDS�DW�DOO��EXW�VLPSO\�D�GHIHUUHG�SD\PHQW�SODQ���6LPLODUO\��D�³SURFHGXUDO´�FDS�H[SRVHV�4ZHVW�WR�WKH�VDPHSURVSHFW�RI�XQOLPLWHG�ILQDQFLDO�H[SRVXUH��WKH�XQFHUWDLQW\�RI�ZKLFK�LV�QRW�PLWLJDWHG�E\�WKH�IDFW�WKDW�SXEOLF�VHUYLFHFRPPLVVLRQV�ZLOO�³PDNH�VXFK�GHFLVLRQV�FDUHIXOO\�DQG�ZLVHO\�´��5HSRUW�DW������ (/,�&RPPHQWV�DW����



��

IXQGV���7KH�)DFLOLWDWRU�FRQVLGHUHG�DQG�DSSURSULDWHO\�UHMHFWHG�(/,¶V�DUJXPHQW��MXVW�DV�WKH�)&&�KDV
UHMHFWHG�VLPLODU�DUJXPHQWV�LQ�WKH�SDVW���

$7	7�DQG�:RUOG&RP�DUJXH�WKDW�LI�D�FDS�PXVW�EH�SXW�LQ�SODFH��WKHQ�LW�VKRXOG�EH�VHW�DW���
SHUFHQW�UDWKHU�WKDQ����SHUFHQW���7R�VXSSRUW�WKLV�SURSRVLWLRQ��:RUOG&RP�SRLQWV�WR�WKH����SHUFHQW
FDS�HVWDEOLVKHG�E\�WKH�1HZ�<RUN�3XEOLF�6HUYLFH�&RPPLVVLRQ�LQ�SRVW�����SURFHHGLQJV�LQYROYLQJ
9HUL]RQ���$V�WKH�)DFLOLWDWRU�FRUUHFWO\�QRWHG��KRZHYHU��WKH�1HZ�<RUN�FRPPLVVLRQ�RQO\�VHW�D���
SHUFHQW�FDS�LQ�UHVSRQVH�WR�UHFRUG�HYLGHQFH�DERXW�9HUL]RQ¶V�SHUIRUPDQFH��� ,W�ZRXOG
LQDSSURSULDWH�WR�VXEMHFW�4ZHVW�DW�WKH�RXWVHW�WR�DQ\�FDS�KLJKHU�WKDQ�WKH����SHUFHQW�VWDQGDUG
HVWDEOLVKHG�E\�)&&�SUHFHGHQW�EDVHG�XSRQ�UHFRUG�HYLGHQFH�LQ�DQRWKHU�SURFHHGLQJ�DERXW�DQRWKHU
%2&¶V�SHUIRUPDQFH��WR�ZKLFK�4ZHVW�ZDV�QHYHU�D�SDUW\�²�DQG�ZKHQ�KHUH�WKH�&/(&V�WKHPVHOYHV
QRWH�WKDW�³4ZHVW�URXWLQHO\�DFKLHYHV�PRVW�RI�WKH�SHUIRUPDQFH�PHDVXUHPHQWV�ZLWK�EHQFKPDUNV�DV
VWDQGDUGV�´��

$7	7¶V�FODLP�WKDW�³WKH�WUHQG�LV�WRZDUG�D�PXFK�KLJKHU�FDS�DQG�RU�SURFHGXUDO�FDS´�� LV
VSXULRXV���$7	7�EDOGO\�IDLOV�WR�DFNQRZOHGJH�DQG�LGHQWLI\�WR�WKLV�&RPPLVVLRQ�WZR�UHFHQW
GHFLVLRQV�IURP�WKH�)&&�LQ�ZKLFK�LW�DSSURYHG�D�KDUG����SHUFHQW�FDS���

2I�FRXUVH��WKH�)DFLOLWDWRU�DOVR�UHFRPPHQGHG�WKDW�WKH�FDS�FRXOG�PRYH�XSZDUGV��DV�KLJK�DV
���SHUFHQW��LQ�WKH�HYHQW�RI�FRQWLQXRXV�QRQFRQIRUPLQJ�VHUYLFH���7KH�&/(&V�GR�QRW�HQGRUVH�WKLV
�� 6HH )DFLOLWDWRU¶V�5HSRUW�DW���������,Q�WKH�%HOO�$WODQWLF�1HZ�<RUN�2UGHU��WKH�)&&�VSHFLILFDOO\�FRQVLGHUHG�DQGUHMHFWHG��DUJXPHQWV�PDGH�E\�0&,�:RUOG&RP�DQG�RWKHU�SDUWLHV�WKDW�WKH�3$3�PXVW�HQWDLO�OLDELOLW\�³HTXDO�WR�RU�JUHDWHUWKDQ�WKH�EHQHILWV�WKDW�%$�1<�ZRXOG�UHFHLYH�RYHU�WLPH�IURP�SURYLGLQJ�VXFK�SRRU�SHUIRUPDQFH�´��%HOO�$WODQWLF�1HZ<RUN�2UGHU�������Q��������7KH�)&&�QRWHG�WKDW���³ZH�GR�QRW�ILQG�LW�QHFHVVDU\�WR�GHWHUPLQH�WKH�µRSWLPDO¶�SHQDOW\DPRXQW�IRU�D�VWDQG�DORQH�HQIRUFHPHQW�PHFKDQLVP��>WKHUHIRUH@�ZH�ZLOO�QRW�VSHFLILFDOO\�DGGUHVV�WKH�GHWDLOV�RI�0&,:RUOG&RP¶V�VWXG\��WKH�µIODZV¶�LGHQWLILHG�E\�WKH�1HZ�<RUN�&RPPLVVLRQ��RU�%HOO�$WODQWLF¶V�FRXQWHUDUJXPHQWV�´��,G��� 6HH 5HSRUW�DW������ $7	7�&RPPHQWV�DW������6HH�DOVR�(/,�&RPPHQWV�DW������ $7	7�&RPPHQWV�DW������ 6HH�6%&�.DQVDV�2NODKRPD 2UGHU �������6%&�$UNDQVDV�0LVVRXUL�2UGHU�����������	�Q�����



��

IOH[LELOLW\��EHFDXVH�LW�FDUULHV�ZLWK�LW�WKH�ULVN�RI�D�ORZHU�FDS�LQ�WKH�HYHQW�RI�FRQWLQXRXV�FRQIRUPLQJ
VHUYLFH���,Q�RWKHU�ZRUGV��WKH\�ZDQW�RQO\�D�RQH�ZD\�UDWFKHW�²�DOZD\V�XS�DQG�QHYHU�GRZQ���7KLV
XQSULQFLSOHG�DUJXPHQW�LJQRUHV�WKH�SXUSRVH�RI�WKH�IOH[LEOH�FDS�DV�D�FRUUHFWLQJ�PHFKDQLVP����$QG
ZKLOH�VHYHUDO�&/(&V�REMHFW�WKDW�WKH�IOH[LEOH�FDS�FDQQRW�EH�LQFUHDVHG�XQOHVV�WKHUH�ZHUH
FRQWLQXRXV�QRQFRQIRUPLQJ�VHUYLFH�RYHU�PDQ\�PRQWKV��DV�QRWHG�DERYH��WKH�GHJUHH�RI�IOH[LELOLW\�LV
DOUHDG\�ELDVHG�LQ�DQ�XSZDUG�GLUHFWLRQ��SHUPLWWLQJ�PRYHPHQW�XSZDUG�E\�XS�WR���SHUFHQW��EXW
GRZQZDUG�E\�RQO\���SHUFHQW����$7	7¶V�DVVHUWLRQ�WKDW�4ZHVW�FDQ�VRPHKRZ�DYRLG�WULJJHULQJ�WKH
KLJKHU�FDS�E\�PDQLSXODWLQJ�LWV�SHUIRUPDQFH�IURP�EDG�LQ�RQH�PRQWK�WR�JRRG�LQ�DQRWKHU�LJQRUHV
WKH�IDFW�WKDW�4ZHVW¶V�DELOLW\�WR�PHHW�WKH�43$3¶V�VWDQGDUGV�LV�GLFWDWHG�E\�FRPSOH[�IDFWRUV�DQG
FDQQRW�EH�WXUQHG�RQ�DQG�RII�OLNH�D�VZLWFK�

+RZHYHU��LI�WKH�&/(&V�DUH�RSSRVHG�WR�D�IOH[LEOH�FDS��4ZHVW�KDV�QR�REMHFWLRQ�WR�D�IODW���
SHUFHQW�FDS���7KDW�LV�ZKDW�4ZHVW�RULJLQDOO\�SURSRVHG��EDVHG�XSRQ�WKH�SODQV�WKDW�KDYH�UHSHDWHGO\
REWDLQHG�)&&�DSSURYDO���$V�GLVFXVVHG�DERYH��VXFK�D�FDS�KDV�EHHQ�IRXQG�WR�SURYLGH�D�PHDQLQJIXO
LQFHQWLYH�DQG�WR�VHUYH�WKH�SXEOLF�LQWHUHVW�LQ�HQVXULQJ�VRPH�GHJUHH�RI�FHUWDLQW\�DERXW�WKH
XQGHUWDNLQJ�WKDW�4ZHVW�KDV�SURSRVHG�WR�PDNH���1RU�GRHV�4ZHVW�REMHFW�WR�3XEOLF�&RXQVHO¶V
VXJJHVWLRQ�WKDW�SD\PHQWV�DV�D�UHVXOW�RI�ODWH�UHSRUWLQJ�RU�SD\PHQW�EH�H[FOXGHG�IURP�WKH�FDS�

6HYHUDO�SDUWLHV�DUJXH�WKDW�WKH�FDS�VKRXOG�EH�SUHPLVHG�RQ�WKH�PRVW�UHFHQWO\�DYDLODEOH
$50,6�GDWD��� 7KH�)DFLOLWDWRU�DSSURSULDWHO\�UHMHFWHG�WKLV�DUJXPHQW���$V�KH�FRQFOXGHG��D�QXPEHU
RI�HOHPHQWV�PD\�DIIHFW�QHW�UHYHQXHV�IURP�\HDU�WR�\HDU��VXFK�DV�PDUNHW�VKDUH�ORVV��SULFH
UHGXFWLRQV�UHVXOWLQJ�IURP�FRPSHWLWLRQ��DQG�FKDQJHV�LQ�UHWXUQ�FDOFXODWLRQV���7KXV��³������WKHUH�LV�QR
UHDVRQ�WKDW�WKH�RQJRLQJ�XVH�RI������QHW�LQWUDVWDWH�UHYHQXHV�LV�PRUH�OLNHO\�WR�LQFUHDVH�RU�GHFUHDVH
�� :RUOG&RP�DOVR�FLWHV�4ZHVW¶V�ZLOOLQJQHVV�WR�XSGDWH�LWV������$50,6�UHYHQXH�GDWD���:RUOG&RP�&RPPHQWVDW�����:KLOH�4ZHVW�ZDV�ZLOOLQJ�WR�GR�VR��LW�QHYHU�DJUHHG�WKDW�WKH�FDS�VKRXOG�EH�SUHPLVHG�RQ������GDWD�
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4ZHVW¶V�QHW�ILQDQFLDO�H[SRVXUH�´�� ,QGHHG��WKH�&/(&V¶�LQVLVWHQFH�RQ�XVH�RI������$50,6�GDWD
NQRZQ�WR�WKHP��ZKLFK�ZRXOG�UHVXOW�LQ�D�KLJKHU�FDS���ZLWKRXW�DQ\�PHQWLRQ�RI�WKH�SRVVLEOH�XVH�RI
PRUH�UHFHQW������$50,6�GDWD�WKDW�PD\�EH�DYDLODEOH�SULRU�WR�WKH�HIIHFWLYH�GDWH�RI�WKH�43$3
�ZKLFK�PD\�RU�PD\�QRW�UHVXOW�LQ�D�KLJKHU�FDS���VSHDNV�YROXPHV�DERXW�WKHLU�XOWLPDWH�JRDO�KHUH���

3UHFOXVLRQ�RI�2WKHU�&/(&�5HPHGLHV
6HFWLRQ������RI�WKH�43$3�SURYLGHV�WKDW�43$3�SD\PHQWV�VKDOO�FRQVWLWXWH�WKH�H[FOXVLYH

UHPHG\�IRU�&/(&V�WR�UHFRYHU�GDPDJHV�IURP�4ZHVW�EDVHG�RQ�FRQWUDFWXDO�WKHRULHV�RI�OLDELOLW\�IRU
SHUIRUPDQFH�XQGHU�WKH�43$3���$V�WKH�)DFLOLWDWRU�QRWHG��WKH�43$3�GRHV�QRW�SURKLELW�&/(&V�IURP
VHHNLQJ�UHOLHI�DJDLQVW�4ZHVW�XQGHU�QRQFRQWUDFWXDO�WKHRULHV��VXFK�DV�DFWLRQV�LQ�WRUW�RU�DQWLWUXVW��EXW
6HFWLRQ������RI�WKH�43$3�SHUPLWV�4ZHVW�WR�RIIVHW�43$3�SD\PHQWV�DJDLQVW�DQ\�GDPDJH�DZDUG
WKDW�D�&/(&�UHFHLYHV�XQGHU�VXFK�QRQFRQWUDFWXDO�WKHRULHV��ZKHUH�WKH�DZDUG�LV�IRU�WKH�VDPH
XQGHUO\LQJ�DFWLYLW\�RU�RPLVVLRQ��� ,Q�DGGUHVVLQJ�WKHVH�SURYLVLRQV��WKH�)DFLOLWDWRU�UHFRJQL]HG�WKH
QHHG�WR�SUHVHUYH�&/(&V¶�DELOLW\�WR�VHHN�QRQFRQWUDFWXDO�UHPHGLHV��ZKLOH�SUHYHQWLQJ�&/(&V�IURP
VHHNLQJ�D�PXOWLSOH�UHFRYHU\�IRU�WKH�VDPH�KDUP���:KLOH�UHFRPPHQGLQJ�VRPH�FODULI\LQJ�FKDQJHV
WR�WKH�43$3¶V�SURYLVLRQV��ZKLFK�4ZHVW�KDV�LPSOHPHQWHG�FRQVLVWHQW�ZLWK�WKH�5HSRUW���WKH
)DFLOLWDWRU�FRQFOXGHG�WKDW�WKH�43$3�DSSURDFK�RI�SURYLGLQJ�IRU�DQ�H[FOXVLYH�UHPHG\�IRU
FRQWUDFWXDO�GDPDJHV�DQG�DQ�RIIVHW�DJDLQVW�QRQFRQWUDFWXDO�GDPDJHV�ZDV�DQ�DSSURSULDWH�DQG�IDLU
�� )DFLOLWDWRU¶V�5HSRUW�DW������ :RUOG&RP�VXJJHVWV�WKDW�4ZHVW�ZLWQHVV�&DUO�,QRX\H¶V�DJUHHPHQW�WR�XSGDWH�LWV�([KLELW�.������$50,6UHYHQXH�GDWD��ZKLFK�LV�XVHG�WR�FDOFXODWH�WKH�FDS��WR�UHIOHFW�\HDU������UHYHQXH�GDWD�LV�HYLGHQFH�WKDW�4ZHVW�ZRXOGDJUHH�WR�XVH������$50,6�GDWD�WR�FDOFXODWH�WKH�FDS�DPRXQW���6HH�:RUOG&RP�&RPPHQWV�DW�������7KLV�LV�QRW�WUXH�:KLOH�LW�LV�WUXH�WKDW��ZKHQ�DVNHG�E\�6WDII�LI�4ZHVW�ZRXOG�FRPSO\�ZLWK�D�UHTXHVW�WR�XSGDWH�WKH�FDOFXODWLRQ�WR�UHIOHFW�����GDWD��0U��,QRX\H�UHVSRQGHG�WKDW�KH�ZRXOG�QRW�REMHFW�WR�GRLQJ�VR�WR�SURYLGH�LQIRUPDWLRQ��KH�GLG�QRW�DJUHH�WR�XVHWKH������GDWD�WR�FDOFXODWH�WKH�FDS��� 6HH�)DFLOLWDWRU¶V�5HSRUW�DW����
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PHDQV�RI�SURYLGLQJ�&/(&V�ZLWK�VXEVWDQWLDO�VHOI�H[HFXWLQJ�SD\PHQWV�ZLWKRXW�GHPRQVWUDWLRQ�RI
KDUP�DQG�SURWHFWLQJ�4ZHVW�IURP�PXOWLSOH�VWDQGDUGV�DQG�GRXEOH�UHFRYHU\���

$7	7�DQG�(/,�DUJXH�WKDW�WKH�43$3�VKRXOG�QRW�FRQVWLWXWH�&/(&V¶�H[FOXVLYH�UHPHG\
HYHQ�IRU�FRQWUDFWXDO�WKHRULHV�RI�OLDELOLW\���$7	7�FRQWHQGV�WKDW�&/(&V�VKRXOG�EH�SHUPLWWHG�WR
VHHN�FRQWUDFW�UHPHGLHV�IRU�WKH�VDPH�SHUIRUPDQFH�DGGUHVVHG�E\�WKH�43$3�HYHQ�DIWHU�UHFHLYLQJ
43$3�SD\PHQWV��ZKHUH�WKH�&/(&V�FDQ�VKRZ�WKDW�WKH�43$3�SD\PHQWV�ZHUH�QRW�IXOO\
FRPSHQVDWRU\��� 6LPLODUO\��(/,�DUJXHV�WKDW�&/(&V�VKRXOG�EH�DEOH�WR�VHHN�RWKHU�UHPHGLHV��VXFK
DV�WKRVH�DYDLODEOH�XQGHU�VWDWH�SXEOLF�VHUYLFH�FRPPLVVLRQ�UXOHV��HYHQ�ZKHUH�WKH\�KDYH�DFFHSWHG
43$3�SD\PHQWV���

7KH�)DFLOLWDWRU�DSSURSULDWHO\�UHMHFWHG�WKHVH�DUJXPHQWV�DV�EHLQJ�³VXEVWDQWLDOO\
LPEDODQFHG�´�� 7KH�&/(&V�DUH�QRW��RI�FRXUVH��UHTXLUHG�WR�HOHFW�WR�SDUWLFLSDWH�LQ�WKH�43$3���%XW
KHUH�WKH\�VHHN�LQ�HVVHQFH�WR�XVH�WKH�43$3�SD\PHQWV�DV�D�IORRU�IRU�WKHLU�UHFRYHU\��DQG�WR�XVH
RWKHU�FRQWUDFWXDO�UHPHGLHV�LQ�VHDUFK�RI�D�KLJKHU�DPRXQW���7KDW�DSSURDFK�LV�FRPSOHWHO\�FRQWUDU\�WR
WKH�SXUSRVH�RI�WKH�WKHRU\�RI�OLTXLGDWHG�GDPDJHV�XQGHUO\LQJ�WKHVH�VHOI�H[HFXWLQJ�SD\PHQWV��ZKLFK
LV�WR�ELQG�WKH�SDUWLHV�LQ�DGYDQFH�WR�D�IL[HG�DPRXQW�RI�UHFRYHU\�IRU�WKH�KDUP��� :KLOH�WKH�LQMXUHG
SDUW\�LV�IUHHG�IURP�WKH�REOLJDWLRQ�WR�SURYH�WKH�DFWXDO�KDUP�WKDW�LW�VXIIHUHG�DQG�FDQ�HYHQ�UHFRYHU
�� 6HH�LG��DW������ 6HH $7	7�&RPPHQWV�DW������ 6HH (/,�&RPPHQWV�DW��������� )DFLOLWDWRU¶V�5HSRUW�DW������$V�4ZHVW�QRWHG�LQ�LWV�EULHI�LQ�VXSSRUW�RI�WKH�43$3��WKH�43$3¶V�WUHDWPHQW�RI7LHU���SD\PHQWV�DV�OLTXLGDWHG�GDPDJHV�LV�WKH�VDPH�DV�LQ�WKH�)&&�DSSURYHG�7H[DV��2NODKRPD��DQG�.DQVDV�3$3V�6HH 7H[��3$3��������GHVFULELQJ�SD\PHQWV�WR�&/(&V�DV�³OLTXLGDWHG�GDPDJHV´���.DQ��3$3��������VDPH���2NOD��3$3�������VDPH���� 6HH�5HLG�Y��0XWXDO�RI�2PDKD�,QV��&R�������3��G�����������8WDK��������VHH�DOVR�3ULHEH�	�6RQVH��,QF��Y�8QLWHG�6WDWHV������8�6�������������������)UDQNIXUWHU��-���GLVVHQWLQJ���VWDWLQJ�WKDW�WKH�SXUSRVH�RI�OLTXLGDWHG�GDPDJHVLV�³WR�DYRLG�WKH�ZDVWH�RI�FRQWURYHUV\�DV�WR�WKH�H[WHQW�RI�D�ORVV��VKRXOG�LW�RFFXU��DQG�WR�VDYH�MXGJHV�DQG�MXULHV�IURPKDYLQJ�WR�JXHVV�DERXW�LW��������´��
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ZLWKRXW�VXIIHULQJ�DQ\�KDUP�DW�DOO��LW�FDQQRW�UHFRYHU�IRU�GDPDJHV�DERYH�WKH�SUHGHWHUPLQHG
ILJXUH��� $V�WKH�)DFLOLWDWRU�FRQFOXGHG�

,W�ZRXOG�EH�RQH�WKLQJ�WR�GHOHWH�WKH�7LHU���SD\PHQWV�DOWRJHWKHU��UHTXLULQJ�&/(&VWR�VKRZ�KDUP�DQG�WR�GHPRQVWUDWH�LWV�DPRXQW��������+RZHYHU��LW�LV�QRW�UHDVRQDEOHWR�DOORZ�&/(&V�WR�NHHS�WKH�7LHU���EDVH�SD\PHQWV�DQG�7LHU���DFFHOHUDWHGSD\PHQWV�ZKHQ�LW�VXLWHG�WKHP��EXW�WR�VHHN�PRUH�ZKHQ�LW�GLG�QRW���2QH�RI�WKHWKLQJV�WKDW�PDNH�OLTXLGDWHG�GDPDJHV�DSSURSULDWH�LV�WKDW�WKH\�OLTXLGDWH�WKHP�IRUERWK�VLGHV���7KHUH�LV�QR�UHDVRQDEOH�EDVLV�IRU�UHTXLULQJ�RQH�SDUW\�WR�WDNH�WKH�ULVNWKDW�SD\PHQWV�ZLOO�H[FHHG�DFWXDO�KDUP�ZKLOH�DOORZLQJ�WKH�RWKHU�SDUW\�WR�DYRLG�WKHULVN�WKDW�WKH�SD\PHQWV�ZLOO�EH�OHVV�WKDQ�DFWXDO�KDUP���
(/,¶V�DUJXPHQW�WKDW�SDUWLHV�RIWHQ�KDYH�DOWHUQDWLYH�VWDWXWRU\�UHPHGLHV�� LJQRUHV�WKH�ZKROH�SRLQW�RI
DJUHHPHQWV�WR�OLTXLGDWH�WKH�DPRXQW�RI�GDPDJH�IRU�D�VSHFLILF��KHUH��FRQWUDFWXDO��UHPHG\���7KH
DSSURSULDWH�VWDWXWRU\�DQDORJ\�KHUH�ZRXOG�EH�ZRUNHUV¶�FRPSHQVDWLRQ�ODZV��ZKLFK�EDU�FRQWUDFWXDO
UHFRYHU\�RI�DFWXDO�GDPDJHV�LQ�UHWXUQ�IRU�VHOI�H[HFXWLQJ�SD\PHQWV�ZLWKRXW�UHTXLUHPHQWV�IRU�SURRI
RI�VXFK�DFWXDO�GDPDJHV�

$7	7�DQG�(/,�DOVR�FKDOOHQJH�WKH�)DFLOLWDWRU¶V�UHFRPPHQGDWLRQ�UHJDUGLQJ�6HFWLRQ�����
RIIVHW�ULJKW���7KHVH�&/(&V�FRQFHGH�WKDW�PXOWLSOH�UHFRYHU\�IRU�WKH�VDPH�GDPDJHV�LV�LPSURSHU���
7KH\�DUJXH��KRZHYHU��WKDW�WKH�WULHU�RI�IDFW��QRW�4ZHVW��VKRXOG�EH�SHUPLWWHG�WR�GHWHUPLQH�ZKHWKHU
DQ�RIIVHW�LV�DSSURSULDWH�LQ�D�SDUWLFXODU�LQVWDQFH�

�� $7	7�DUJXHV�WKDW�WKH�43$3¶V�OLTXLGDWHG�GDPDJHV�SURYLVLRQ�ZRXOG�JLYH�4ZHVW�³FDUWH�EODQFKH�WR�UH�PRQRSROL]H�ORFDO�WHOHFRPPXQLFDWLRQV�ZLWKRXW�DQ\�UDPLILFDWLRQ�H[FHSW�43$3�SD\PHQWV�ZKLFK�4ZHVW�ZLOO�HDVLO\�EHDEOH�WR�FDOFXODWH�´��$7	7�&RPPHQWV�DW������$7	7¶V�DUJXPHQW�LJQRUHV�WKH�IDFW�WKDW�&/(&V�DUH�IUHH�XQGHU�WKH43$3�WR�VHHN�UHOLHI�XQGHU�QRQFRQWUDFWXDO�WKHRULHV�RI�OLDELOLW\��VXFK�DV�WRUW�RU�DQWLWUXVW���2I�FRXUVH��4ZHVW�DOVR�ZRXOGEH�VXEMHFW�WR�HQIRUFHPHQW�DFWLRQV�E\�VWDWH�RU�IHGHUDO�DXWKRULWLHV��� )DFLOLWDWRU¶V�5HSRUW�DW������ (/,�&RPPHQWV�DW������ 6HH $7	7�&RPPHQWV�DW�����(/,�&RPPHQWV�DW����
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$V�WKH�)DFLOLWDWRU�SRLQWHG�RXW��³QRWKLQJ�LQ�>WKH�43$3@�JLYHV�4ZHVW�WKH�ULJKW�WR�PDNH�DQ
XQUHYLHZDEOH�GHFLVLRQ�DERXW�ZKHWKHU�DQ�RIIVHW�LV�DOORZDEOH�´�� 7KXV��4ZHVW�ZLOO�QRW�VLPSO\
³UHIXVH�WR�SD\�WKH�MXGJPHQW´�RI�D�FRXUW��� $Q\�&/(&�WKDW�GLVDJUHHV�ZLWK�WKH�DSSOLFDELOLW\�RI�D
6HFWLRQ������RIIVHW�ULJKW�DVVHUWHG�E\�4ZHVW�PD\�KDYH�WKH�LVVXH�XOWLPDWHO\�UHVROYHG�WKURXJK
GLVSXWH�UHVROXWLRQ���7KH�UHDO�LVVXH�LV�ZKHWKHU�4ZHVW�KDV�PRUH�WKDQ�PHUHO\�WKH�ULJKW�WR�³DUJX>H@
IRU�RIIVHW�´�� 7KDW�ULJKW�ZRXOG�EH�RI�GXELRXV�YDOXH�LI�WKH�43$3�GRHV�QRW�PDNH�LW�FOHDU���$V�WKH
)DFLOLWDWRU�UHFRJQL]HG��6HFWLRQ������HIIHFWLYHO\�FRPPLWV�WKH�&/(&V�WR�WKHLU�FRQFHVVLRQ�WKDW�WKH\
ZLOO�QRW�DVVHUW�ULJKWV�WR�PXOWLSOH�UHFRYHU\�IRU�WKH�VDPH�XQGHUO\LQJ�DFWLYLW\�

$7	7�DOVR�DUJXHV�WKDW�RIIVHW�LV�QRW�DSSURSULDWH�DJDLQVW�DQWLWUXVW�RU�WRUW�UHFRYHULHV��VLPSO\
EHFDXVH�WKRVH�DUH�GLIIHUHQW�FDXVHV�RI�DFWLRQ�IURP�FRQWUDFW�WKHRULHV��� 6HFWLRQ������PDNHV�FOHDU
WKDW�RIIVHW�LV�SHUPLWWHG�RQO\�DJDLQVW�GDPDJHV�LQ�DQWLWUXVW�RU�WRUW�FDVHV�ZKHUH�WKRVH�GDPDJHV�DUH
³DOVR�UHFRYHUDEOH�XQGHU�FRQWUDFWXDO�WKHRULHV�RI�OLDELOLW\´�²�DQG�QRW��DV�WKH�)DFLOLWDWRU�FRQFOXGHG�
DJDLQVW�³VHSDUDWH�KDUP�RU�GDPDJH�´�� $V�WKH�&RORUDGR�6SHFLDO�0DVWHU�UHFRJQL]HG�LQ�KLV�DQDO\VLV
RI�OLTXLGDWHG�GDPDJHV��� ORVW�SURILWV�DQG�FXVWRPHU�JRRGZLOO�DUH�SUHFLVHO\�WKH�NLQG�RI�GDPDJHV
WKDW�FRQWUDFWXDO�SURYLVLRQV�DUH�GHVLJQHG�WR�OLTXLGDWH��DQG�WKXV�DJDLQVW�ZKLFK�WKH�43$3�SD\PHQWV
VKRXOG�EH�RIIVHW�DJDLQVW�WKHVH�DPRXQWV�WR�SUHYHQW�PXOWLSOH�UHFRYHU\�

�� )DFLOLWDWRU¶V�5HSRUW�DW������ (/,�&RPPHQWV�DW������ $7	7�&RPPHQWV�DW�����(/,�&RPPHQWV�DW������ &RPPHQWV�RI�$7	7�DW������ )DFLOLWDWRU¶V�5HSRUW�DW������ 6SHFLDO�0DVWHU¶V�5HSRUW�DW����
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-XULVGLFWLRQ�2YHU�6HUYLFH�4XDOLW\
3XEOLF�&RXQVHO¶V�VXJJHVWLRQ�RI�GHOHWLQJ�6HFWLRQ������RI�WKH�43$3�ZRXOG�FUHDWH

VLJQLILFDQW�ULVNV�RI�GRXEOH�SD\PHQW�IRU�7LHU���PLVVHV���6R�ZRXOG�LWV�SURSRVHG�UHYLVLRQ�RI�6HFWLRQ
�������$V�FXUUHQWO\�VWUXFWXUHG��WKHVH�SURYLVLRQV�DUH�GHVLJQHG�WR�DYRLG�GRXEOH�SD\PHQW�IRU�³WKH
VDPH�XQGHUO\LQJ�DFWLYLW\�RU�RPLVVLRQ�´�DQG�WKH\�DUH�FRQVLVWHQW�ZLWK�SURYLVLRQV�LQ�WKH�7H[DV�
.DQVDV��DQG�2NODKRPD�3$3V��� 3XEOLF�&RXQVHO�KDV�DGYDQFHG�QR�EDVLV�IRU�VXFK�DQ�XQIDLU�UHVXOW�
7KH�43$3�GRHV�QRW�DWWHPSW�WR�GHSULYH�WKH�&RPPLVVLRQ�RI�H[LVWLQJ�MXULVGLFWLRQ�WR�DGGUHVV�HLWKHU
ZKROHVDOH�RU�UHWDLO�SHUIRUPDQFH�LVVXHV��LW�VLPSO\�UHTXLUHV�WKDW�DQ\�ILQDQFLDO�SHQDOW\�IRU�IDLOXUH�WR
PHHW�WKH�UHOHYDQW�VWDQGDUG�QRW�EH�DVVHVVHG�WZLFH�RYHU�

8VH�RI�3RUWLRQ�7LHU���3D\PHQWV�WR�$GPLQLVWHU�43$3
7KH�)DFLOLWDWRU�UHFRPPHQGHG�WKDW�WKH�43$3�VKRXOG�EH�PRGLILHG�WR�DOORZ�D�VWDWH�WR�XVH

7LHU���IXQGV�IRU�DQ\�SXUSRVH�DOORZHG�E\�VWDWH�ODZ��DQG�WKDW�RQH�WKLUG�RI�7LHU���SD\PHQWV�DQG
RQH�ILIWK�RI�WKH�HVFDODWLRQ�SRUWLRQ�RI�7LHU���SD\PHQWV�VKRXOG�EH�PDGH�WR�D�VSHFLDO�IXQG�WKDW
ZRXOG�EH�DYDLODEOH�IRU�VWDWHV�IRU�FRPPRQ�DGPLQLVWUDWLRQ�RI�WKH�43$3��� 4ZHVW�VXSSRUWV�VXFK
FRPPRQ�DGPLQLVWUDWLYH�HIIRUWV���$7	7��:RUOG&RP��DQG�(/,��RQ�WKH�RWKHU�KDQG��FRPSODLQ�WKDW
WKH�)DFLOLWDWRU¶V�VXJJHVWLRQ�ZLWK�UHVSHFW�WR�WKH�7LHU���SD\PHQWV�WR�&/(&V�LV�XQMXVWLILHG��� 7KRVH
&/(&V�DVN�WKH�&RPPLVVLRQ�WR�IROORZ�WKH�OHDG�RI�WKH�8WDK�6WDII��ZKLFK�GHOHWHG�WKH�7LHU��
SD\PHQW�FRPSRQHQW�RI�WKH�FRPPRQ�DGPLQLVWUDWLYH�IXQG���
�� 6HH�7H[DV�3$3���������7LHU���DVVHVVPHQWV�DV�H[FOXVLYH�UHPHG\��DQG������FDS�LQFOXGHV�7LHU���DVVHVVPHQWVZLWK�QR�H[FHSWLRQ�IRU�ILQHV�IRU�UHWDLO�VHUYLFH�TXDOLW\�SHUIRUPDQFH���.DQVDV�3$3��������DQG������VDPH���2NODKRPD3$3��������DQG������VDPH���� 6HH�)DFLOLWDWRU¶V�5HSRUW�DW��������� 6HH�$7	7�&RPPHQWV�DW��������:RUOG&RP�&RPPHQWV�DW������� 6HH�$7	7�&RPPHQWV�DW�����:RUOG&RP�&RPPHQWV�DW���
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,I�VXFK�D�FROODERUDWLYH�DSSURDFK�LV�WR�ZRUN��KRZHYHU��WKH�FRQWULEXWLRQV�WR�WKH�IXQG�PXVW
EH�FRQVLVWHQW�DFURVV�WKH�ERDUG���0RUHRYHU��EHFDXVH�&/(&V�ZLOO�DOVR�EHQHILW�IURP�WKH
FROODERUDWLYH�DSSURDFK��WKH�FRQWULEXWLRQ�IURP�7LHU���IXQGV��ZKLFK�FRPH�IURP�4ZHVW��RI�FRXUVH�
LV�HQWLUHO\�DSSURSULDWH���)DLUQHVV�UHTXLUHV�&/(&�FRQWULEXWLRQ�DQG�HTXDO�SDUWLFLSDWLRQ�E\�DOO�VWDWHV�

7ULJJHU�IRU�7LHU���3D\PHQWV
7KHUH�DUH�WZR�LVVXHV�UDLVHG�E\�WKH�SDUWLHV�UHJDUGLQJ�7LHU���WULJJHUV���ZKHWKHU�WKH

)DFLOLWDWRU¶V�UHFRPPHQGHG�PRGLILFDWLRQ�LV�VXIILFLHQW��DQG�ZKDW�KH�PHDQW�ZKHQ�KH�VWDWHG�WKDW
³>H@VFDODWLRQ�VKRXOG�WDNH�SODFH�DV�SURYLGHG�LQ�WKH�43$3��������´��

)LUVW��DV�WKH�)DFLOLWDWRU�QRWHG��EHFDXVH�RI�WKH�ODJ�WLPH�LQYROYHG�LQ�DGGUHVVLQJ�FRQWLQXLQJ
SUREOHPV��³4ZHVW�FRQVLGHUHG�LW�DSSURSULDWH�WR�DOORZ�D�WKUHH�PRQWK�FRUUHFWLRQ�SHULRG��ZKLFK�LW
VDLG�LV�LGHQWLFDO�WR�KRZ�7LHU���SD\PHQWV�ZRUN�LQ�WKH�7H[DV��2NODKRPD��DQG�.DQVDV�SODQV�´�ZKLFK
KDYH�DOO�EHHQ�IRXQG�DFFHSWDEOH�E\�WKH�)&&���,G���,W�LV�DOVR�LPSRUWDQW�WR�QRWH�WKDW�4ZHVW¶V�43$3
FRQWDLQHG�D�PRGLILFDWLRQ�WKDW�VLJQLILFDQWO\�OLPLWHG�WKH�RSHUDWLRQ�RI�WKH�7LHU���WULJJHU��E\
FRQYHUWLQJ�D�QXPEHU�RI�7LHU���PHDVXUHV��*$����*$����*$����*$����*$����32����23����DQG
05����WR�D�UHJLRQ�ZLGH�PHDVXUH�SD\PHQW�VWUXFWXUH�WKDW�HIIHFWLYHO\�UHPRYHG�WKH�WKUHH
FRQVHFXWLYH�PRQWK�WULJJHU�

$OWKRXJK�4ZHVW�EHOLHYHV�WKDW�LWV�LQLWLDO�SRVLWLRQ�UHJDUGLQJ�WKH�QHHG�IRU�D�WKUHH�PRQWK
WULJJHU�VWLOO�DSSOLHV��LW�KDV�PRGLILHG�WKH�43$3�WR�UHIOHFW�WKH�)DFLOLWDWRU¶V�UHFRPPHQGHG�GHFLVLRQ
WR�LQFUHDVH�SD\PHQW�RSSRUWXQLWLHV�IRU�7LHU���PHDVXUHV�E\�HIIHFWLYHO\�UHGXFLQJ�WKH�WLPH�EHIRUH
SD\PHQWV�EHJLQ���,I�4ZHVW¶V�SUHYLRXV�WULJJHUV�ZHUH�DFFHSWDEOH�WR�WKH�)&&��WKHQ�VXUHO\�WKH
)DFLOLWDWRU¶V�PRGLILHG�WULJJHUV�DUH���,QGHHG��LQ�WKH�PXOWL�VWDWH�KHDULQJ��4ZHVW�SURYLGHG�XQUHEXWWHG
�� )DFLOLWDWRU¶V�5HSRUW DW����
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HYLGHQFH�WKDW�WKH�FRPELQHG�DYHUDJH�7LHU���DQG�7LHU���SD\PHQW�IRU�DQ�XQEXQGOHG�ORRS�WKDW�PLVVHG
WKH�FRPPLWPHQW�GDWH��23����DQG�LQVWDOODWLRQ�LQWHUYDO��23����SHUIRUPDQFH�VWDQGDUGV�ZRXOG�EH
���������7KH�PRVW�IUHTXHQWO\�RUGHUHG�XQEXQGOHG�ORRSV�DUH�DQDORJ�ORRSV��ZKLFK�FRVW�D�&/(&
DSSUR[LPDWHO\�����SHU�PRQWK���,Q�WKH�IDFH�RI�WKLV�OHYHO�RI�SD\PHQW��:RUOG&RP�KDV�QR
MXVWLILFDWLRQ�IRU�FKDOOHQJLQJ�WKH�)DFLOLWDWRU¶V�PRUH�JHQHURXV�WULJJHU�SURSRVDO�

1R�RWKHU�SDUW\�KDV�SURYLGHG�DQ\�HYLGHQFH�WKDW�4ZHVW¶V�LQLWLDO�WULJJHU�SURSRVDO��PXFK�OHVV
WKH�)DFLOLWDWRU¶V�WULJJHU�SURSRVDO��LV�LQVXIILFLHQW���,Q�IDFW��WKH�)&&¶V�DSSURYDO�RI�D�7LHU���WULJJHU
PHFKDQLVP�VLPLODU�WR�WKH�RQH�LQLWLDOO\�SURSRVHG�E\�4ZHVW�SURYHV�WKDW�LW�LV VXIILFLHQW�

6HFRQG��4ZHVW�VXEPLWV�WKDW�WKH�)DFLOLWDWRU¶V�UHIHUHQFH�WR�SD\PHQW�HVFDODWLRQ�LQ�UHJDUG�WR
7LHU���SD\PHQWV�LV�VLPSO\�D�PLVWDNH�WKDW�LV�LQFRQVLVWHQW�ZLWK�WKH�RSHUDWLRQ�RI�WKH�43$3���$7	7
UHFRJQL]HG�DV�PXFK��QRWLQJ�WKDW��³>X@QOLNH�IRU�7LHU���SD\PHQWV�WKH�ODWHVW�43$3�GRHV�QRW�KDYH
DQ\�SURYLVLRQ�IRU�HVFDODWLRQ�RI�7LHU���SD\PHQWV�´�� :RUOG&RP¶V�DWWHPSW�WR�WDNH�DGYDQWDJH�RI
WKLV�REYLRXV�PLVVWDWHPHQW�E\�VXJJHVWLQJ�WKDW�7LHU���SD\PHQWV�VKRXOG�QRZ�HVFDODWH�� LV
SUHSRVWHURXV�DQG�VKRXOG�EH�GLVPLVVHG���

(VFDODWLRQ�RI�7LHU���3D\PHQWV
7KH�43$3�SURYLGHV�IRU�D�VL[�PRQWK�OLPLW�RQ�WKH�HVFDODWLRQ�RI�WKH�7LHU���SD\PHQWV

DPRXQWV��PRGHOHG�DIWHU�6:%7�SODQV�WKRVH�DSSURYHG�E\�WKH�)&&�IRU�RWKHU�VWDWHV���7KH�)DFLOLWDWRU
DFFHSWHG�WKLV�OLPLWDWLRQ�RQ�WKH�LQFHQWLYH�VWUXFWXUH�RI�WKH�HVFDODWLRQ�PHFKDQLVP��EHFDXVH�RI�WKH
YHU\�UHDO�SRVVLELOLW\�WKDW�FRQWLQXHG�PLVVHV�GHVSLWH�VL[�PRQWKV�RI�HVFDODWLQJ�SD\PHQWV�FRXOG�EH

�� $7	7¶V�&RPPHQWV�RQ�WKH�/LEHUW\�&RQVXOWLQJ�*URXS¶V�43$3�5HSRUW��1RYHPEHU�����������S������� :RUOG&RP¶V�&RPPHQWV�RQ�/LEHUW\�&RQVXOWLQJ¶V�5HSRUW�5HJDUGLQJ�4ZHVW¶V�3HUIRUPDQFH�$VVXUDQFH�3ODQ�������DW��



��

FDXVHG�E\�RWKHU�UHDVRQV��� ,QGHHG��IRU�H[DPSOH��KH�UHFRJQL]HG�WKDW�FRQWLQXHG�QRQ�FRQIRUPDQFH
FRXOG�EH�WKH�UHVXOW�RI�OHVV�WKDQ�RSWLPDOO\�GHVLJQHG�VWDQGDUG���

$7	7��(/,��WKH�3XEOLF�&RXQVHO��DQG�:RUOG&RP�DOO�UHFRPPHQG�XQOLPLWHG�HVFDODWLRQ���
7KH�FRPPHQWHUV�KDYH�QRW��KRZHYHU��RIIHUHG�DQ\�QHZ�DUJXPHQWV�RU�HYLGHQFH�WR�GHPRQVWUDWH�WKDW
WKH�)DFLOLWDWRU¶V�ILQGLQJ�ZDV�XQUHDVRQDEOH��� ,QVWHDG��VRPH�RI�WKH�SDUWLHV�UHVRUW�WR�DWWDFNLQJ�WKH
)DFLOLWDWRU�KLPVHOI���(/,�FKDUDFWHUL]HV�WKH�)DFLOLWDWRU¶V�YLHZV�DV�³QRWKLQJ�VKRUW�RI�RXWUDJHRXV�´��
$7	7�IOLSSDQWO\�VD\V�WKDW�³DERXW�WKH�RQO\�WKLQJ�WKDW�LV�NQRZQ�ZLWK�FHUWDLQW\�LV�WKDW�ZH�DUH�DOO
JRLQJ�WR�SD\�WD[HV�DQG�GLH�´�� ,Q�VKRUW��WKHVH�FRPPHQWHUV�FRQWULEXWH�PXFK�QHZ�KHDW�EXW�YHU\
OLWWOH�QHZ�OLJKW�WR�WKH�TXHVWLRQ���

,QGHHG��QR�SDUW\�KDV�SURYLGHG�HYLGHQFH�GHPRQVWUDWLQJ�WKDW�XQOLPLWHG�HVFDODWLRQ�LV�QHHGHG
WR�HQVXUH�WKDW�7LHU���SD\PHQWV�DUH�FRPSHQVDWRU\�RU�WR�SURYLGH�VXIILFLHQW�LQFHQWLYH�WR�4ZHVW�WR
PHHW�WKH�43$3¶V�SHUIRUPDQFH�VWDQGDUGV��� $V�QRWHG�DERYH��WKH�ILQDQFLDO�LQFHQWLYHV�DOUHDG\
HPERGLHG�LQ�WKH�43$3�DUH�HQRUPRXV�FRPSDUHG�WR�WKH�UHYHQXHV�WKDW�ZKROHVDOH�VHUYLFHV�SURGXFH�
4ZHVW�SURYLGHG�HYLGHQFH�GXULQJ�WKH�ZRUNVKRSV�GHPRQVWUDWLQJ�WKDW�FRQWLQXRXV�HVFDODWLRQ�EH\RQG
WKH�FXUUHQW�VL[�PRQWK�SHU�RFFXUUHQFH�SD\PHQW�OHYHOV�LQ�WKH�43$3�ZRXOG�VXEVWDQWLDOO\�RYHU�
FRPSHQVDWH�&/(&V�²�DQG�JLYH�WKHP�DQ�LQFHQWLYH�QRW�WR�LQYHVW�LQ�WKH�IDFLOLWLHV�EDVHG
�� 6HH�)DFLOLWDWRU¶V�5HSRUW�DW������ ,G��DW������ 6HH�$7	7�&RPPHQWV�DW�����(/,�&RPPHQWV�DW�����3XEOLF�&RXQVHO¶V�&RPPHQWV�RQ�WKH�43$3�5HSRUW��,QWKH�0DWWHU�RI�WKH�,QYHVWLJDWLRQ�,QWR�8�6�:HVW�&RPPXQLFDWLRQV��,QF�¶V�&RPSOLDQFH�:LWK�6HFWLRQ�����RI�WKH7HOHFRPPXQLFDWLRQV�$FW�RI�������'RFNHW�1R��87���������1RY������������DW�����³3XEOLF�&RXQVHO�&RPPHQWV´��:RUOG&RP�&RPPHQWV�DW������ :RUOG&RP�QRWHV�WKDW�WKH�FDS�RQ�HVFDODWLRQ�PHDQV�WKDW�³WKH�GRRU�LV�RSHQ�WR�OLWLJDWLRQ�´��:RUOG&RP&RPPHQWV�DW������7KLV�PDNHV�QR�VHQVH���ZLWK�RU�ZLWKRXW�WKH�FDS��WKH�SD\PHQWV�DUH�VHOI�H[HFXWLQJ��� (/,�&RPPHQWV�DW���������� $7	7�&RPPHQWV�DW������ 6HH�4ZHVW�%U��DW����
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FRPSHWLWLRQ�WKDW�IRUPV�WKH�XOWLPDWH�JRDO�RI�WKH������$FW��� 1R�SDUW\�HYHU�UHIXWHG�WKDW�HYLGHQFH�
DQG�WKH�SDUWLHV�SURYLGH�QR�UHDVRQ�WR�GLVFUHGLW�LW�

,Q�DGGLWLRQ��4ZHVW�ZLOO�QRW�QHFHVVDULO\�EH�DEOH�WR�FRUUHFW�QRQFRPSOLDQW�EHKDYLRU
LPPHGLDWHO\�RU�HYHQ�ZLWKLQ�VL[�PRQWKV���7KHUH�LV�D�FRQVLGHUDEOH�WLPH�ODJ�LQYROYHG�LQ�UHSRUWLQJ
SHUIRUPDQFH�UHVXOWV��KLULQJ�DQG�WUDLQLQJ�QHZ�HPSOR\HHV��GHVLJQLQJ�DQG�LPSOHPHQWLQJ�V\VWHP
FKDQJHV��SHUIRUPLQJ�HQJLQHHULQJ�ZRUN��DQG�SODFLQJ�QHZ�FDSLWDO�LQYHVWPHQW��� )RU�WKLV�UHDVRQ��LW
LV�HQWLUHO\�SRVVLEOH�WKDW�4ZHVW�ZLOO�EH�XQDEOH�WR�PHHW�D�SHUIRUPDQFH�VWDQGDUG�IRU�DQ�H[WHQGHG
SHULRG�RI�WLPH��DQG�WKXV�ZLOO�EH�VXEMHFWHG�WR�SXQLWLYH�OLDELOLW\��HYHQ�WKRXJK�4ZHVW�IXOO\�LQWHQGV�WR
FRPSO\�ZLWK�D�SHUIRUPDQFH�VWDQGDUG ���&RQVHTXHQWO\��4ZHVW¶V�DELOLW\�WR�PHHW�LWV�UHTXLUHPHQWV
ZLWKLQ�D�VSHFLILF�WLPH�IUDPH�PD\�KDYH�OLWWOH�WR�GR�ZLWK�LWV�ILQDQFLDO�LQFHQWLYHV��DQG�WKH
DVVXPSWLRQ�WKDW�KLJKHU�SD\PHQW�OHYHOV�ZLOO�DOZD\V�JLYH�4ZHVW�PRUH�LQFHQWLYH�WR�FRPSO\�LV
XQIRXQGHG�DQG�VLPSOLVWLF���,QGHHG��WKH�SRVVLELOLW\�WKDW�4ZHVW¶V�VHFWLRQ�����DXWKRUL]DWLRQ�ZLOO�EH
UHYRNHG�PDNHV�VXFK�SXQLWLYH�VDQFWLRQV�ZKROO\�XQQHFHVVDU\��� DV�GRHV�WKH�IDFW�WKDW�4ZHVW�ZLOO�EH
VXEMHFW�WR�³QRQ�����VRXUFHV�RI�UHJXODWRU\�DXWKRULW\�WR�H[DPLQH�WKH�FDXVHV�DQG�FRQVHTXHQFHV�RI
VWUXFWXUDO�IDLOXUHV�RU�ZHDNQHVVHV´�LQ�4ZHVW¶V�SURYLVLRQ�RI�VHUYLFH���

$V�QRWHG�DERYH��PDQ\�RWKHU�VWDWHV�KDYH�UHFRJQL]HG�WKH�QHHG�WR�FDS�WKH�HVFDODWLRQ�RI
SD\PHQWV���$�QXPEHU�RI�RWKHU�SODQV�DSSURYHG�E\�VWDWH�FRPPLVVLRQV�DQG�WKH�)&&�KDYH�LQFOXGHG

�� 6HH�([��6��4:(�&7,����VOLGH�����VHH�DOVR &��,QRX\H���������7HVWLPRQ\��7U��DW����������,Q�DGGLWLRQ��7LHU��SD\PHQW�TXDQWLILFDWLRQV�GLVFXVVHG�HDUOLHU�IRU�23����23����23���D��IRU�&/(&�³$´�DQG�IRU�&/(&�³%�´�DOOGHPRQVWUDWHG�WKDW�WKH�SD\PHQWV�ZHUH�PRUH�WKDQ�FRPSHQVDWRU\�ZLWKRXW�WKH�HIIHFW�RI�WKH�&/(&V¶�SURSRVDO��� 6HH�4ZHVW�%U��DW��������� )DFLOLWDWRU¶V�5HSRUW�DW������ ,G�
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VXFK�OLPLWV��LQFOXGLQJ�WKH�7H[DV��.DQVDV��2NODKRPD��$UNDQVDV��DQG�0LVVRXUL��� 7KH�6WDII�RI�WKH
$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ�KDV�DOVR�UHFHQWO\�DFFHSWHG�WKH�SURYLVLRQ�LQ�4ZHVW¶V�SODQ���

7KH�FRPPHQWHUV�UHO\�RQ�WKH�SURSRVDOV�RI�WKH�&RORUDGR�+HDULQJ�&RPPLVVLRQHU�DQG�WKH
8WDK�6WDII�WR�WKH�FRQWUDU\���4ZHVW�KDV�FKDOOHQJHG�WKH�HVFDODWLRQ�FRPSRQHQW�RI�WKRVH�GHFLVLRQV�LQ
ERWK�VWDWHV��IRU�DOO�RI�WKH�UHDVRQV�VHW�IRUWK�DERYH��LQFOXGLQJ�WKHLU�LQFRQVLVWHQF\�ZLWK�SUHFHGHQW���

3D\PHQW�&ODVVLILFDWLRQV�DQG�$PRXQWV
'XULQJ�WKH ZRUNVKRSV��VRPH�&/(&V�UHTXHVWHG�WKDW�ZHLJKWLQJ��DQG�WKHUHIRUH�SD\PHQW

DPRXQWV��EH�LQFUHDVHG�IRU�VHUYLFHV�WKDW�FRVW�PRUH�DQG�DUH�WKHUHIRUH�RI�KLJKHU�YDOXH���7KXV��WKH\
DUJXHG��PLVVLQJ�D�SHUIRUPDQFH�VWDQGDUG�LQ�WKHVH�VHUYLFHV�VKRXOG�FRXQW�PRUH���4ZHVW�GLG�QRW
GLVDJUHH�ZLWK�WKLV�SULQFLSOH��EXW�SRLQWHG�RXW�WKDW�LW�KDG�D�QHFHVVDU\�FRUROODU\���WKDW�VHUYLFHV
FRVWLQJ�OHVV�VKRXOG�KDYH�ORZHU�DVVRFLDWHG�SD\PHQW�DPRXQWV���4ZHVW�WKHQ�LQWURGXFHG�D
SURSRUWLRQDOLW\�DQDO\VLV��ZKLFK�ZDV�XQUHEXWWHG��GHPRQVWUDWLQJ�WKDW�$7	7¶V�SURSRVHG�RQH�ZD\
UDWFKHW�ZRXOG�FUHDWH�JUHDW�GLVSDULW\�FRPSDUHG�WR�WKH�SURSRUWLRQDOLW\�FRQWDLQHG�LQ�4ZHVW¶V
SURSRVDO���

$7	7�GRHV�QRW�FKDOOHQJH�WKH�)DFLOLWDWRU¶V�HQGRUVHPHQW�RI�4ZHVW¶V�YLHZ�WKDW�DQ\�FKDQJH
EH�VKRZQ�WR�EH�SURSRUWLRQDO���(/,��KRZHYHU��FRQWLQXHV�LWV�RQH�ZD\�UDWFKHW�HIIRUWV���,W�DUJXHV�WKDW
H[LVWLQJ�KLJK�FDSDFLW\�ORRS�DQG�WUDQVSRUW�SD\PHQWV�VKRXOG�EH�LQFUHDVHG��DQG�FRQWLQXHV�WR�LJQRUH
WKH�FRUROODU\�DERXW�ORZHU�YDOXH�VHUYLFHV�UDLVHG�E\�WKH�&/(&�SURSRVDO�
�� 6HH�7H[DV�3$3��������.DQVDV�3$3��������2NODKRPD�3$3��������$UNDQVDV�3$3��������0LVVRXUL�3$3��������� 6HH�3URSRVHG�6WDII�5HSRUW�RQ�4ZHVW¶V�3HUIRUPDQFH�$VVXUDQFH�3ODQ��,Q�WKH�0DWWHU�RI�4ZHVW�&RUSRUDWLRQ¶V6HFWLRQ�����$SSOLFDWLRQ��$&&�'RFNHW�1R��7������$����������2FW�������������������� 6HH�4ZHVW¶V�&RORUDGR�&RPPHQWV�DW��������4ZHVW¶V�8WDK�&RPPHQWV�DW��������� 6HH�([V��6��4:(�&7,����VOLGHV���������&��,QRX\H���������7HVWLPRQ\��7U��DW�������
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:RUOG&RP¶V�DSSURDFK�LV�VLPSO\�WR�XUJH�WKDW�DOO�PHDVXUHV�EH�ZHLJKWHG�HTXDOO\���,W�LV
XQFOHDU�ZKDW�:RUOG&RP�LV�SURSRVLQJ��EXW�LW�UHIHUV�WR�SURFHHGLQJV�LQ�0LFKLJDQ��LQYROYLQJ�DQRWKHU
%2&��UDWKHU�WKDQ�WKH�UHFRUG�RI�WKLV�FDVH�LQYROYLQJ�4ZHVW���$QG�DV�LW�FRQFHGHV��WKH�0LFKLJDQ
&RPPLVVLRQ�KDV�GHFLGHG�WR�UHFRQVLGHU�LWV�SULRU�DSSURDFK�RI�GRXEOLQJ�DOO�7LHU�,�DPRXQWV�DSSURYHG
LQ�7H[DV��� :RUOG&RP¶V�IXUWKHU�UHIHUHQFH�WR�WKH�,OOLQRLV�VWDII¶V�VXSSRUW�RI�KLJKHU�PHWULFV�LQ
RUGHU�WR�SURPRWH�³RYHUDOO�GHYHORSPHQW�RI�D�FRPSHWLWLYH�WHOHFRPPXQLFDWLRQV�HQYLURQPHQW´�RU
VLPSO\�WR�³UHLQIRUFH�WKH�LQFHQWLYH´�� LQFOXGHV�QR�LQGLFDWLRQ�RI�ZK\��RU�WR�ZKDW�H[WHQW��³PRUH�LV
EHWWHU�´��0RUHRYHU��LW�UHODWHV�WR�WKH�6%&�$PHULWHFK�RUGHU��ZKLFK�LPSRVHG�XQLTXH�FRQGLWLRQV�LQ
WKH�FDVH�RI�D�%2&�WR�%2&�PHUJHU�WKDW�DUH�LQDSSOLFDEOH�WR�����SODQV���7KHVH�SURFHHGLQJV�WKXV�DUH
QRW�LQFRQVLVWHQW�ZLWK�WKH�)DFLOLWDWRU¶V�FRQVLGHUHG�MXGJPHQW�LQ�WKLV�FDVH�

&DQFHOOHG�2UGHUV
(/,�FRQWLQXHV�WR�XUJH�WKDW�WKH�43$3�LQFOXGH�SD\PHQWV�IRU�RUGHUV�WKDW�KDYH�EHHQ

FDQFHOOHG���7KH�)DFLOLWDWRU�IRXQG�WKDW�WKH�&/(&V�QHYHU�SURYLGHG�DQ\�HYLGHQFH�WKDW�PLJKW
FRUUHODWH�D�FDQFHOODWLRQ�WR�WKH�PLVVHG�3,'�²�RU��LQGHHG��WKDW�³FDQFHOOHG�RUGHUV��ZKDWHYHU�WKH
UHDVRQV��DUH�PDWHULDO�LQ�QXPEHU�´�� $EVHQW�VXFK�HYLGHQFH��KH�IRXQG�LW�UHDVRQDEOH�WR�DVVXPH�WKDW
PRUH�WKDQ�QRPLQDO�GHOD\�ZRXOG�EH�UHTXLUHG�WR�FDXVH�FXVWRPHUV�WR�FDQFHO�&/(&�RUGHUV���7KH
&/(&V�KDYH�SURYLGHG�QR�DGHTXDWH�DQVZHU�WR�WKHLU�ODFN�RI�HYLGHQFH�RQ�WKLV�SRLQW���$QG�WKH
VXJJHVWLRQ�RI�(/,�WKDW�WKH�GDWH�RI�FDQFHOODWLRQ�VKRXOG�EH�GHHPHG�WR�EH�WKH�GDWH�RI�FRPSOHWLRQ�RI
LQVWDOODWLRQ�IRU�SHUIRUPDQFH�SXUSRVHV��(/,�&RPPHQWV�DW����UDLVHV�D�KRVW�RI�DGGLWLRQDO�SUREOHPV�
FRQFHUQLQJ�LQFHQWLYHV�IRU�&/(&V�WR�JDPH�WKH�V\VWHP�WKURXJK�FDQFHOODWLRQ�RUGHUV�WKDW��XQOLNH
�� :RUOG&RP�&RPPHQWV�DW�����FLWLQJ�2SLQLRQ�DQG�2UGHU��$PHULWHFK�0LFKLJDQ¶V�6XEPLVVLRQ�RQ3HUIRUPDQFH�0HDVXUHV��5HSRUWLQJ��DQG�%HQFKPDUNV��3XUVXDQW�WR�WKH�2FWREHU���������2UGHU�LQ�&DVH�1R��8�������7KH�0LFKLJDQ�3XEOLF�6HUYLFH�&RPPLVVLRQ��&DVH�1R��8��������-XO\�����������DW�����



��

FRPSOHWLRQ�GDWHV��DUH�ZKROO\�RXWVLGH�WKH�FRQWURO�RI�4ZHVW��� ,W�LV�IRU�WKHVH�UHDVRQV�WKDW�LQFOXVLRQ
RI�FDQFHOOHG�RUGHUV�LQ�LQWHUYDO�PHDVXUHV�ZDV�DSSURSULDWHO\�UHMHFWHG�E\�WKH�52&�7$*�GXULQJ�WKH
GHYHORSPHQW�RI�WKH�3,'V�

6SHFLDO�$FFHVV
(/,�DQG�:RUOG&RP�FRQWLQXH�WR�DUJXH�WKDW�4ZHVW¶V�SURYLVLRQLQJ�RI�VSHFLDO�DFFHVV�FLUFXLWV

VKRXOG�EH�LQFOXGHG�LQ�WKH�43$3��� 7KH�)DFLOLWDWRU�UHMHFWHG�WKH�VDPH�UHTXHVWV�E\�WKRVH�SDUWLHV�
QRWLQJ�WKDW�

7KH�HYLGHQFH�RI�UHFRUG�VXSSRUWV�WKH�FRQFOXVLRQ�WKDW�WKH�RYHUZKHOPLQJ�PDMRULW\�RIVSHFLDO�DFFHVV�FLUFXLWV�DW�LVVXH�KHUH�ZHUH�SXUFKDVHG�XQGHU�IHGHUDO�WDULIIV�5HPHGLHV�IRU�IDLOXUH�WR�PHHW�WKH�UHTXLUHPHQWV�RI�WKDW�WDULII�VKRXOG�EH�DGGUHVVHGE\�WKH�DJHQF\�ZLWK�MXULVGLFWLRQ�XQGHU�VXFK�WDULIIV��L�H���WKH�)&&��QRW�VWDWH�SXEOLFVHUYLFH�FRPPLVVLRQV���6LPLODUO\��WKH�43$3�QHHG�QRW�DGGUHVV�IDLOXUHV�WR�PHHWH[LVWLQJ�VWDWH�WDULIIV��&/(&V�FDQ�DSSHDO�GLUHFWO\�WR�VWDWH�FRPPLVVLRQV�IRU�DQ\QHFHVVDU\�UHOLHI���
7KH�)DFLOLWDWRU¶V�DSSURDFK�WR�WKLV�LVVXH�LV�FOHDUO\�FRUUHFW���7KLV�&RPPLVVLRQ�ODFNV�HYHQ

WKH�MXULVGLFWLRQ�WR�DGGUHVV�SHUIRUPDQFH�LVVXHV�UHODWLQJ�WR�WKH�����RI�4ZHVW¶V�VSHFLDO�DFFHVV
FLUFXLWV�WKDW�DUH�SXUFKDVHG�IURP�WKH�LQWHUVWDWH�WDULII��� $V�ZLWK�RWKHU�VHUYLFHV�WKDW�IDOO�RXWVLGH�WKH
VFRSH�RI�VHFWLRQ������VSHFLDO�DFFHVV�VHUYLFHV�DUH�VXEMHFW�WR�WKH�WUDGLWLRQDO�MXULVGLFWLRQDO�GLYLGH
XQGHU�WKH�&RPPXQLFDWLRQV�$FW�RI��������WKH�)&&�DGGUHVVHV�LQWHUVWDWH�VHUYLFHV��DQG�WKH�VWDWH
�� ,G� DW������ )DFLOLWDWRU¶V�5HSRUW�DW������ 4ZHVW�VHHNV�WR�FODULI\�RQH�SRLQW�DERXW�WKH�DSSOLFDELOLW\�RI�WKH�43$3�WR�FDQFHOOHG�RUGHUV���$V�(/,�QRWHV�RUGHUV�DUH�QRW�UHIOHFWHG�LQ�WKH�43$3¶V�SHUIRUPDQFH�PHDVXUHPHQWV�LI�WKH\�DUH�XOWLPDWHO\�FDQFHOOHG���$V�WKH)DFLOLWDWRU�QRWHG��KRZHYHU��D�FDQFHOODWLRQ�E\�(/,�RU�LWV�FXVWRPHU�EHDUV�QR�GHPRQVWUDEOH�UHODWLRQ�WR�4ZHVW¶VSHUIRUPDQFH��� 6HH�(/,�DW�����:RUOG&RP�&RPPHQWV�DW������ )DFLOLWDWRU¶V�5HSRUW�DW������ 6HH .��6WHZDUW����������7HVWLPRQ\��7U��DW��������
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FRPPLVVLRQV�DGGUHVV�LQWUDVWDWH�VHUYLFHV��� 0RUHRYHU��WR�WKH�H[WHQW�WKDW�WKLV�&RPPLVVLRQ¶V
DSSOLFDWLRQ�RI�SHUIRUPDQFH�VWDQGDUGV�ZRXOG�LPSRVH�REOLJDWLRQV�RQ�RU�UHPHGLHV�DJDLQVW�4ZHVW
WKDW�DUH�GLIIHUHQW�IURP�WKRVH�LPSRVHG�XQGHU�WKH�UHOHYDQW�LQWHUVWDWH�WDULII��WKRVH�REOLJDWLRQV�RU
UHPHGLHV�QRW�RQO\�ZRXOG�GLUHFWO\�LQWHUIHUH�ZLWK�WKH�)&&¶V�DXWKRULW\�WR�JRYHUQ�PDWWHUV�ZLWKLQ�LWV
MXULVGLFWLRQ��EXW�ZRXOG�DOVR�EH�LQFRQVLVWHQW�ZLWK�WKH�ILOHG�UDWH�GRFWULQH���

&RQWUDU\�WR�:RUOG&RP¶V�DVVHUWLRQ��RWKHU�VWDWHV�KDYH�QRW�FRQFOXGHG�WKDW�WKH\�KDYH
MXULVGLFWLRQ�RYHU�LQWHUVWDWH�VSHFLDO�DFFHVV�VHUYLFHV���,QGHHG��WKH�0DVVDFKXVHWWV�'HSDUWPHQW�RI
7HOHFRPPXQLFDWLRQV�DQG�(QHUJ\��³'7(´��RUGHU�FLWHG�E\�:RUOG&RP�VTXDUHO\�GHWHUPLQHG�WKDW
WKH�'7(�ODFNHG�MXULVGLFWLRQ�RYHU�DQ\�VSHFLDO�DFFHVV�VHUYLFHV�SXUFKDVHG�IURP�IHGHUDO�WDULIIV�
EHFDXVH�WKH\�DUH�H[FOXVLYHO\�XQGHU�WKH�MXULVGLFWLRQ�RI�WKH�)&&��� /LNH�WKH�)&&¶V�1HZ�<RUN
2UGHU��� WKH�'7( FRQFOXGHG WKDW�WKH�SURSHU�YHKLFOH�IRU�DGGUHVVLQJ�VHUYLFH�TXDOLW\�LVVXHV�ZLWK
UHVSHFW�WR�WKRVH�VHUYLFHV�LV�WKH�VHFWLRQ�����SURFHVV���
�� 6HH����8�6�&���������/RXLVLDQD�3XE��6HUY��&RPP¶Q�Y��)&&������8�6��������������������,W�LV�QR�DQVZHU�WKDWD�FXVWRPHU�PD\�XVH�DQ�LQWHUVWDWH�DFFHVV�VHUYLFH�WR�WUDQVSRUW�VRPH�LQWUDVWDWH�WUDIILF���7KH�&RPPLVVLRQ¶V�UXOH�IRU�PRUHWKDQ�D�GHFDGH�KDV�EHHQ�WKDW��LI����SHUFHQW�RU�PRUH�RI�WKH�WUDIILF�FDUULHG�E\�DQ�DFFHVV�OLQH�LV�LQWHUVWDWH��WKH�VHUYLFHPXVW�EH�³DVVLJQHG�WR�WKH�LQWHUVWDWH�MXULVGLFWLRQ�´��076�:$76�0DUNHW�6WUXFWXUH�2UGHU����)&&�5FG������������������� 6HH����8�6�&��������D���$PHULFDQ�7HO��	�7HO��&R��Y��&HQWUDO�2IILFH�7HO���,QF�������8�6����������������������VHH�DOVR�%XFNPDQ�&R��Y��3ODLQWLIIV¶�/HJDO�&RPP�������8�6��������������� 6HH�2UGHU�RQ�$7	7�0RWLRQ�WR�([SDQG�,QYHVWLJDWLRQ��,QYHVWLJDWLRQ�E\�WKH�'HSDUWPHQW�RI7HOHFRPPXQLFDWLRQV�DQG�(QHUJ\�RQ�LWV�RZQ�PRWLRQ�SXUVXDQW�WR�*�/�&�������������DQG�����LQWR�9HUL]RQ�1HZ(QJODQG�,QF��G�E�D�9HUL]RQ�0DVVDFKXVHWWV¶�SURYLVLRQ�RI�6SHFLDO�$FFHVV�6HUYLFHV��'�7�(���������DW�����0DVV��'7($XJ������������DYDLODEOH�DW��KWWS���ZZZ�VWDWH�PD�XV�GSX�WHOHFRP���������RUGHU�SGI!��³0DVVDFKXVHWWV�'7('HFLVLRQ´��³������&RQJUHVV�KDV�GHOHJDWHG�DXWKRULW\�IRU�LQWHUVWDWH��DQG�E\�H[WHQVLRQ�PL[HG�XVH��FRPPXQLFDWLRQV�WR�WKH)&&���7KH�)&&¶V�DXWKRULW\�LV�H[FOXVLYH����������5HPHGLHV�IRU�TXDOLW\�RI�VHUYLFH�YLRODWLRQV�RI�IHGHUDOO\�WDULIIHG�VSHFLDODFFHVV�VHUYLFHV�OLH�ZLWK�WKH�)&&����������7KH�'HSDUWPHQW�FRQFOXGHV�WKDW�LW�LV�SUHHPSWHG�IURP�LQYHVWLJDWLQJ�DQGUHJXODWLQJ�TXDOLW\�RI�VHUYLFH�IRU�IHGHUDOO\�WDULIIHG�VSHFLDO�DFFHVV�VHUYLFHV�´���� 6HH�%HOO�$WODQWLF�1HZ�<RUN�2UGHU��������QRWLQJ�WKDW�WR�WKH�H[WHQW�SDUWLHV�KDYH�VHUYLFH�TXDOLW\�FRQFHUQVDERXW�VSHFLDO�DFFHVV�SXUFKDVHG�IURP�WKH�%2&¶V�IHGHUDO�WDULII��³WKHVH�LVVXHV�DUH�DSSURSULDWHO\�DGGUHVVHG�LQ�WKH&RPPLVVLRQ¶V�VHFWLRQ�����FRPSODLQW�SURFHVV´���� 6HH�0DVVDFKXVHWWV�'7(�'HFLVLRQ�DW������:KLOH�WKH�'7(�GLG�RUGHU�9HUL]RQ�WR�LQFOXGH�UHSRUWLQJ�RQ�LQWHUVWDWHVSHFLDO�DFFHVV�SHUIRUPDQFH�DV�SDUW�RI�WKLV�VWDWH�SURFHHGLQJ�XQUHODWHG�WR�VHFWLRQ������LW�GLG�VR�EDVHG�RQ�ILQGLQJV�DERXW9HUL]RQ¶V�SHUIRUPDQFH�WKDW�DUH�LUUHOHYDQW�KHUH���6HH�LG� DW������$QG�LQ�WKDW�FDVH��9HUL]RQ�KDG�³VWDWHG�WKDW�LWVSURYLVLRQLQJ�RI�IHGHUDO�FLUFXLWV�LV�LGHQWLFDO�WR�LWV�SURYLVLRQLQJ�RI�LQ�VWDWH�FLUFXLWV�´��,G� DW������(YHQ�LQ�WKDW�QRQ����SURFHHGLQJ��KRZHYHU��WKH�'7(�H[SUHVVO\�UHMHFWHG�WKH�QRWLRQ�WKDW�LW�KDG�MXULVGLFWLRQ�RYHU�DQ\�VSHFLDO�DFFHVV
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7KH�7H[DV�38&�DFWLRQ�FLWHG�E\�:RUOG&RP�DQG�(/,��OLNHZLVH��ZDV�QRW�D�ILQGLQJ�E\�WKH
&RPPLVVLRQ�WKDW�LW�KDV�MXULVGLFWLRQ���7KH�7H[DV�&RPPLVVLRQ�GLG�QRW�HQJDJH�LQ�D�GHWDLOHG�DQDO\VLV
RI�VSHFLDO�DFFHVV��LW�PHQWLRQHG�VSHFLDO�DFFHVV�RQO\�LQ�D�FKDUW�DWWDFKHG�WR�LWV�RUGHU��VWDWLQJ��LQ�WRWR�

7KH�&RPPLVVLRQ�ILQGV�WKDW��WR�WKH�H[WHQW�D�&/(&�RUGHUV�VSHFLDO�DFFHVV�LQ�OLHX�RI81(V��6:%7¶V�SHUIRUPDQFH�VKDOO�EH�PHDVXUHG�DV�DQRWKHU�OHYHO�RI�GLVDJJUHJDWLRQLQ�DOO�81(�PHDVXUHV���7KH�&RPPLVVLRQ�DOVR�ILQGV�LW�DSSURSULDWH�WR�FRQGXFW�DZRUNVKRS��FRQVLVWHQW�ZLWK�WKH�GLVFXVVLRQ�DW�WKH�0D\����������2SHQ�0HHWLQJ��RQWKH�LVVXH�RI�VSHFLDO�DFFHVV�DQG�81(V���
6XEVHTXHQW�WR�WKDW�RUGHU��WKH�&RPPLVVLRQ�JUDQWHG�6:%7¶V�UHTXHVW�IRU�DUELWUDWLRQ�RQ�WKLV�LVVXH�
DQG�6:%7¶V�MXULVGLFWLRQDO�REMHFWLRQV�DUH�FXUUHQWO\�SHQGLQJ���

:LWK�UHVSHFW�WR�1HZ�<RUN��:RUOG&RP�DFNQRZOHGJHV�WKDW�WKH�1HZ�<RUN�&RPPLVVLRQ
RUGHU�LW�FLWHG�ZDV�³QRW�WLHG�GLUHFWO\�ZLWK�9HUL]RQ¶V�3$3�´�� 7KH�RUGHU�LQYROYHV�DQ�LQYHVWLJDWRU\
SURFHHGLQJ�LQ�FRQQHFWLRQ�ZLWK�WKH�&RPPLVVLRQ¶V�RQJRLQJ�PRQLWRULQJ�RI�9HUL]RQ¶V�LQWUDVWDWH
VSHFLDO�VHUYLFHV�IRU�RYHU�VL[�\HDUV��DQG�UHODWHV�RQO\�WR�LQWUDVWDWH�³VSHFLDO�VHUYLFHV�´�� 7KH�1HZ
<RUN�&RPPLVVLRQ�H[SUHVVO\�GLVDYRZHG�DQ\�LQWHQWLRQ�WR�FRYHU�IHGHUDOO\�WDULIIHG�VHUYLFHV��VWDWLQJ
³ZH�GR�QRW�DSSO\�LQFHQWLYHV�WR�IHGHUDOO\�WDULIIHG�DFFHVV�VHUYLFHV�´�� ,W�IXUWKHU�UHFRJQL]HG�WKDW
9HUL]RQ¶V�SUHYLRXVO\�DSSURYHG�3$3�OLNHZLVH�GLG�QRW�FRYHU�IHGHUDOO\�WDULIIHG�VSHFLDO�DFFHVV
SXUFKDVHG�IURP�WKH�IHGHUDO�WDULII��LG��DW�����DQG�LW�H[SUHVVO\�QRWHG�WKDW��³ZH�ZLOO�QRW�DSSO\�DQ\�ILQGLQJV�RU�SRWHQWLDOUHPHGLHV�WR�LQWHUVWDWH�VHUYLFHV�´��,G� DW������ 6HH�6HFWLRQ�����&RPSOLDQFH�0RQLWRULQJ�RI�6RXWKZHVWHUQ�%HOO�7HOHSKRQH�&RPSDQ\�RI�7H[DV��3URMHFW�1R��������2UGHU�1R������$SSURYLQJ�0RGLILFDWLRQV�WR�3HUIRUPDQFH�5HPHG\�3ODQ�DQG�3HUIRUPDQFH�0HDVXUHPHQWV��$WW�$�DW������7H[��38&�-XQH������������ 6HH�3HWLWLRQ�RI�6RXWKZHVWHUQ�%HOO�7HOHSKRQH�&RPSDQ\�IRU�$UELWUDWLRQ�5HJDUGLQJ�WKH�,PSOHPHQWDWLRQ�RI6SHFLDO�$FFHVV�3HUIRUPDQFH�0HDVXUHPHQWV��'RFNHW�1R���������2UGHU�1R�����6HWWLQJ�,QWHUYHQWLRQ�'HDGOLQH�DQG6FKHGXOH�IRU�%ULHILQJ�RQ�7KUHVKROG�,VVXHV��7H[��38&�2FW������������ :RUOG&RP�&RPPHQWV�DW������ 6HH�3URFHHGLQJ�RQ�0RWLRQ�RI�WKH�&RPPLVVLRQ�WR�,QYHVWLJDWH�0HWKRGV�WR�,PSURYH�DQG�0DLQWDLQ�+LJK4XDOLW\�6SHFLDO�6HUYLFHV�3HUIRUPDQFH�E\�9HUL]RQ�1HZ�<RUN��,QF���2SLQLRQ�DQG�2UGHU�0RGLI\LQJ�6SHFLDO�6HUYLFHV*XLGHOLQHV�IRU�9HUL]RQ�1HZ�<RUN�,QF���&RQIRUPLQJ�7DULII��DQG�5HTXLULQJ�$GGLWLRQDO�3HUIRUPDQFH�5HSRUWLQJ��&DVH���&�������3URFHHGLQJ�RQ�0RWLRQ�RI�WKH�&RPPLVVLRQ�WR�,QYHVWLJDWH�3HUIRUPDQFH�%DVHG�,QFHQWLYH�5HJXODWRU\�3ODQVIRU�1HZ�<RUN�7HOHSKRQH�&RPSDQ\��&DVH����&������DW�������1<�36&�-XQH�����������
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VHUYLFHV���³81(�DQG�((/������ DUH�DOUHDG\�VXEMHFW�WR�WKH�3HUIRUPDQFH�$VVXUDQFH�3ODQ���7KXV��WKH
VSHFLDO�DFFHVV�VHUYLFH�RIIHULQJ��WDNHQ�XQGHU�IHGHUDO�WDULII��ZRXOG�EH�WKH�RQO\�FDUULHU�RIIHULQJ�QRW
VXEMHFW�WR�DQ�LQFHQWLYH�´��

)LQDOO\��WKH�&RORUDGR�+HDULQJ�&RPPLVVLRQHU¶V�GHFLVLRQ��FLWHG�E\�:RUOG&RP�DQG�(/,�
OLNHZLVH��LV�QRW�LQVWUXFWLYH�RQ�WKLV�LVVXH��� 4ZHVW�KDV�UHFHQWO\�FKDOOHQJHG�WKDW�GHFLVLRQ�ZKLFK�LV
GLUHFWO\�FRQWUDGLFWHG�E\�WKH�HDUOLHU�KROGLQJ�E\�WKH�&RORUDGR�6SHFLDO�0DVWHU���7KH�6SHFLDO�0DVWHU
UHDFKHG�WKH�VDPH�FRQFOXVLRQ�DV�WKH�)DFLOLWDWRU���³)ROORZLQJ�WKH�OHDG�RI�RWKHU�VWDWHV��,�GR�QRW
EHOLHYH�WKDW�6HFWLRQ�����LV�WKH�FRUUHFW�IRUXP�WR�DGGUHVV´�VSHFLDO�DFFHVV��� :LWKRXW�FLWLQJ�DQ\
JRYHUQLQJ�OHJDO�DXWKRULW\��WKH�+HDULQJ�&RPPLVVLRQHU��LQ�FRQWUDVW��VXPPDULO\�VWDWHG�WKDW�³,�DP
QRW�FRQYLQFHG�E\�4ZHVW¶V�MXULVGLFWLRQ�DUJXPHQW�´��+H�EDVHG�WKLV�FRQFOXVLRQ�QRW�RQ�WKH�PHULWV�RI
WKH�OHJDO�DUJXPHQWV��EXW�WKH�IDFW�WKDW�KH�IRXQG�WKH�&/(&V�³KDYH�PDGH�D�SODXVLEOH�IDFWXDO�FDVH
WKDW�VSHFLDO�DFFHVV�LV�EHLQJ�XVHG�WR�HQWHU�WKH�ORFDO�H[FKDQJH�PDUNHW�´�� 4ZHVW�UDLVHG�VHULRXV
OHJDO�REMHFWLRQV�WR�WKH�+HDULQJ�&RPPLVVLRQHU¶V�GHFLVLRQ�WR�LQFOXGH�UHSRUWLQJ�RI�VSHFLDO�DFFHVV���
DQG�WKHVH�REMHFWLRQV�DUH�FXUUHQWO\�SHQGLQJ�

,Q�DGGLWLRQ��WKH�)&&�KDV�H[SUHVVHG�VHULRXV�OHJDO�DQG�SROLF\�FRQFHUQV�DERXW�LQFOXGLQJ
VSHFLDO�DFFHVV�FLUFXLWV�ZLWKLQ�WKH�VFRSH�RI�VHFWLRQ�����F�����UHJXODWLRQ�²�XQOHVV�WKH�IDFLOLWLHV
LQYROYH�VLJQLILFDQW�ORFDO�H[FKDQJH�VHUYLFH�E\�&/(&V��LQ�ZKLFK�FDVH�WKH\�PD\�EH�FRQYHUWHG�WR

�� ,G��DW�Q������ ,G� DW�Q������ 6HH�(/,�&RPPHQWV�DW��������:RUOG&RP�&RPPHQWV�DW��������� 6SHFLDO�0DVWHU¶V�5HSRUW�DW������ &RORUDGR�'HFLVLRQ�RQ�0RWLRQV�IRU�0RGLILFDWLRQ�DW������ 6HH�4ZHVW¶V�&RORUDGR�&RPPHQWV�DW�������
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81(V�DQG�ZRXOG�DOUHDG\�EH�FRYHUHG�E\�WKH�43$3 ��� ,W�LV�EDVHG�RQ�WKLV�VDPH�ORJLF�WKDW�WKH�52&
7$*��ZKHQ�LQLWLDOO\�GHVLJQLQJ�WKH�PHDVXUHPHQWV�XVHG�WR�JDXJH�4ZHVW¶V�SHUIRUPDQFH�IRU����
SXUSRVHV��UHMHFWHG�WKH�LGHD�RI�LQFOXGLQJ�VSHFLDO�DFFHVV�DV�RQH�RI�WKH�VHUYLFHV�WR�EH�PHDVXUHG�

:RUOG&RP�DVVHUWV�WKDW�WKH�)&&�KDV�QRW�LQGLFDWHG�ZKHQ��LI�HYHU��LW�LQWHQGV�WR�DGGUHVV
VSHFLDO�DFFHVV�LVVXHV�IXUWKHU��� 7KLV�LV�QR�ORQJHU�WUXH���$W�WKH�VDPH�WLPH�WKDW�:RUOG&RP�DQG�(/,
ZHUH�GHPDQGLQJ�WKDW�WKH�VWDWH�FRPPLVVLRQV�DGGUHVV�LQWHUVWDWH�VSHFLDO�DFFHVV��$7	7�ZDV
SHWLWLRQLQJ�WKH�)&&�WR�GR�WKH�VDPH��FODLPLQJ�WKDW�WKH�VWDWHV�GR�QRW�KDYH�WKH�QHFHVVDU\
MXULVGLFWLRQ���2Q�1RYHPEHU�����������WKH�)&&�LVVXHG�D�1RWLFH�RI�3URSRVHG�5XOHPDNLQJ�WR
DGGUHVV�WKLV�LVVXH��RYHU�ZKLFK�LW�KDV�SOHQDU\�MXULVGLFWLRQ���,W�QRZ�LV�VHHNLQJ�³FRPPHQW�RQ
ZKHWKHU�WKH�>)&&@�VKRXOG�DGRSW�D�VHOHFW�JURXS�RI�SHUIRUPDQFH�PHDVXUHPHQWV�DQG�VWDQGDUGV�IRU
HYDOXDWLQJ�LQFXPEHQW�ORFDO�H[FKDQJH�FDUULHU�������SHUIRUPDQFH�LQ�WKH�SURYLVLRQLQJ�RI�VSHFLDO
DFFHVV�VHUYLFHV�´�� )&&�&KDLUPDQ�0LFKDHO�3RZHOO�KDV�PDGH�FOHDU�WKDW�LQ�WKLV�1RWLFH�WKH�)&&
³KDV�DJUHHG�WR�GHYHORS�D�UHFRUG�DQG�FRQVLGHU�ZKHWKHU�SHUIRUPDQFH�VWDQGDUGV�IRU�VSHFLDO�DFFHVV
DUH�ZDUUDQWHG�´�� ,QGHHG��$7	7�KDG�XUJHG�WKH�)&&�WR�LQLWLDWH�WKLV�UXOHPDNLQJ�SUHFLVHO\
EHFDXVH��LQ�LWV�YLHZ��³XQOLNH�81(V��IRU�ZKLFK�MXULVGLFWLRQ�LV�VKDUHG�ZLWK�WKH�VWDWH�FRPPLVVLRQV�
�� 8QGHU�WKH�)&&¶V�6XSSOHPHQWDO�2UGHU�&ODULILFDWLRQ��,PSOHPHQWDWLRQ�RI�WKH�/RFDO�&RPSHWLWLRQ�3URYLVLRQV�RIWKH�7HOHFRPPXQLFDWLRQV�$FW�RI����������)&&�5FG��������������³6XSSOHPHQWDO�2UGHU�&ODULILFDWLRQ´���UHTXHVWLQJFDUULHUV�PD\�REWDLQ�XQEXQGOHG�ORRS�WUDQVSRUW�FRPELQDWLRQV�LI�WKH\�DUH�SURYLGLQJ�D�³VLJQLILFDQW�DPRXQW�RI�ORFDOH[FKDQJH�VHUYLFH´�WR�WKH�FXVWRPHU���,G� �������7KH�RUGHU�VSHFLILHV�WKUHH�DOWHUQDWLYH�PHWKRGV�WR�PHHW�WKLV�VKRZLQJ�����WKH�UHTXHVWLQJ�FDUULHU�LV�WKH�H[FOXVLYH�SURYLGHU�RI�ORFDO�H[FKDQJH�VHUYLFH�WR�WKH�HQG�XVHU������WKH�UHTXHVWLQJ�FDUULHUSURYLGHV�ORFDO�H[FKDQJH�DQG�H[FKDQJH�DFFHVV�WR�WKH�HQG�XVHU¶V�SUHPLVHV�DQG�KDQGOHV�DW�OHDVW�RQH�WKLUG�RI�WKH�HQGXVHU¶V�ORFDO�WUDIILF��DQG�IRU�'6��FLUFXLWV�DQG�DERYH��DW�OHDVW�����RI�WKH�DFWLYDWHG�FKDQQHOV�RQ�WKH�ORRS�KDYH�DW�OHDVW����ORFDO�YRLFH�WUDIILF��RU�����DW�OHDVW�����RI�WKH�DFWLYDWHG�FKDQQHOV�RQ�D�FLUFXLW�DUH�XVHG�WR�SURYLGH�RULJLQDWLQJ�DQGWHUPLQDWLQJ�ORFDO�GLDOWRQH�VHUYLFH�DQG�DW�OHDVW�����RI�WKH�WUDIILF�RQ�HDFK�FKDQQHO�LV�ORFDO�YRLFH�WUDIILF��DQG�WKH�HQWLUHORRS�KDV�DW�OHDVW����SHUFHQW�ORFDO�YRLFH�WUDIILF���,G� ������� :RUOG&RP�&RPPHQWV�DW����Q������ 1RWLFH�RI�3URSRVHG�5XOHPDNLQJ��3HUIRUPDQFH�0HDVXUHPHQWV�DQG�6WDQGDUGV�IRU�,QWHUVWDWH�6SHFLDO�$FFHVV6HUYLFHV��&&�'RFNHW�1R����������)&&���������UHO��1RY�����������������³6SHFLDO�$FFHVV�1350´���� )HGHUDO�&RPPXQLFDWLRQV�&RPPLVVLRQ�&KDLUPDQ�0LFKDHO�3RZHOO��5HPDUNV�DW�WKH�$VVRFLDWLRQ�IRU�/RFDO7HOHFRPPXQLFDWLRQV�6HUYLFH��1RY������������DW��
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LQWHUVWDWH�VSHFLDO�DFFHVV�SUREOHPV�DUH�XQLTXHO\�WKH�UHVSRQVLELOLW\�RI�WKLV�&RPPLVVLRQ´�DQG
³FDQQRW�EH�DGHTXDWHO\�DGGUHVVHG�E\�VWDWH�SXEOLF�XWLOLW\�FRPPLVVLRQV�´�� $V�WKLV�1RWLFH�REVHUYHV�
D�QXPEHU�RI�VWDWHV�KDYH�DOUHDG\�DFNQRZOHGJHG�WKDW�WKH\�GR�QRW�KDYH�WKH�OHJDO�³DXWKRULW\�WR
UHJXODWH�WKH�LQFXPEHQW¶V�SURYLVLRQLQJ�RI�VXFK�VHUYLFHV�´���

,Q�WKLV�1RWLFH��WKH�)&&�KDV�DOVR�UDLVHG�TXHVWLRQV�FRQFHUQLQJ�WKH�FRVWV�DQG�EHQHILWV
DVVRFLDWHG�ZLWK�YDULRXV�VSHFLDO�DFFHVV�UHSRUWLQJ�SURFHGXUHV�DQG�UHTXLUHPHQWV���� 7KLV�DVSHFW�RI
LWV�UHFHQW�1RWLFH�KLJKOLJKWV�WKH�SUDFWLFDO�REVWDFOHV�RI�SURYLGLQJ�D�PHDQLQJIXO�PHDVXUHPHQW�RI
VSHFLDO�DFFHVV�SXUFKDVHG�LQ�OLHX�RI�81(V���$V�VSHFLDO�DFFHVV�LV�QRW�OHJDOO\�PDQGDWHG�XQGHU
VHFWLRQ�����RU������4ZHVW�KDV�PDGH�QR�DWWHPSW�WR�VHJUHJDWH�RUGHUV�IRU�3,'�UHSRUWLQJ���$W�WKLV
SRLQW��4ZHVW¶V�V\VWHPV�DUH�QRW�FDSDEOH�RI�GLVWLQJXLVKLQJ�RUGHUV�SXUFKDVHG�E\�D�FDUULHU�IRU�ORFDO
RU�LQWHUVWDWH�XVH�RU��LI�ORFDO��IRU�XVH�LQ�OLHX�RI�D�81(���,Q�OLJKW�RI�WKH�VXEVWDQWLDO�OHJDO�DQG�SROLF\
TXHVWLRQV�UDLVHG�E\�WKH�)&&�SURFHHGLQJV�JRYHUQLQJ�VSHFLDO�DFFHVV��ZKLFK�DUH�DOPRVW�H[FOXVLYHO\
WDNHQ�XQGHU�IHGHUDO�WDULII��LW�ZRXOG�EH�XQUHDVRQDEOH�IRU�WKH�&RPPLVVLRQ�WR�ZLWKKROG�LWV�SRVLWLYH
UHFRPPHQGDWLRQ�RQ�WKH�FRQGLWLRQ�WKDW�4ZHVW�LQFOXGH�GLVDJJUHJDWHG�VSHFLDO�DFFHVV�UHSRUWLQJ�LQ�LWV
43$3�

�� 3HWLWLRQ�IRU�5XOHPDNLQJ�WR�(VWDEOLVK�3HUIRUPDQFH�6WDQGDUGV��5HSRUWLQJ�5HTXLUHPHQWV��DQG�6HOI�([HFXWLQJ5HPHGLHV�1HHGHG�WR�(QVXUH�&RPSOLDQFH�E\�,/(&V�ZLWK�WKHLU�6WDWXWRU\�2EOLJDWLRQV�5HJDUGLQJ�WKH�3URYLVLRQ�RI,QWHUVWDWH�6SHFLDO�$FFHVV�6HUYLFHV�DW������2FW��������������� 6SHFLDO�$FFHVV�1350������Q�����FLWLQJ�/HWWHU�IURP�0DXUHHQ�2��+HOPHU��6WDWH�RI�1HZ�<RUN�'HSDUWPHQW�RI3XEOLF�6HUYLFH��WR�&KDLUPDQ�0LFKDHO�.��3RZHOO��)&&��0D\������������,QYHVWLJDWLRQ�E\�WKH�'HSDUWPHQW�RI7HOHFRPPXQLFDWLRQV�DQG�(QHUJ\�RQ�LWV�RZQ�PRWLRQ�SXUVXDQW�WR�*�/��F�������������DQG�����LQWR�9HUL]RQ�1HZ(QJODQG�,QF��G�E�D�9HUL]RQ�0DVVDFKXVHWWV
�3URYLVLRQ�RI�6SHFLDO�$FFHVV�6HUYLFHV��'�7�(���������DW�����$XJ�����������ILQGLQJ�WKDW�RYHU����SHUFHQW�RI�VSHFLDO�DFFHVV�VHUYLFHV�9HUL]RQ�0DVVDFKXVHWWV�SURYLVLRQHG�LQ������ZHUH�RUGHUHGXQGHU�WKH�IHGHUDO�WDULII��WKDW�WKH�&RPPLVVLRQ�KDV�H[FOXVLYH�MXULVGLFWLRQ�RYHU�WKH�WHUPV�DQG�FRQGLWLRQV�FRQWDLQHG�LQIHGHUDO�WDULIIV��DQG�WKDW�PL[HG�LQWHUVWDWH�LQWUDVWDWH�VSHFLDO�DFFHVV�VHUYLFHV�ZLWK�PRUH�WKDQ�WHQ�SHUFHQW�LQWHUVWDWH�WUDIILFLV�WDULIIHG�DW�WKH�IHGHUDO�OHYHO����� ,G� �����



��

6L[�0RQWK�5HYLHZ
7KH�43$3¶V�VL[�PRQWK�UHYLHZ�SURYLVLRQ�SURYLGHV�DQ�RSSRUWXQLW\�IRU�WKH�&RPPLVVLRQ�

4ZHVW��DQG�&/(&V�WR�FRQVLGHU�WKH�DGGLWLRQ��GHOHWLRQ��RU�PRGLILFDWLRQ�RI�SHUIRUPDQFH
PHDVXUHPHQWV�LQ�WKH�43$3� ,Q�DGGUHVVLQJ�WKH�VL[�PRQWK�UHYLHZ�RI�WKH�43$3��WKH�)DFLOLWDWRU
DFNQRZOHGJHG�WKH�SURSULHW\�RI�OLPLWLQJ�WKH�VFRSH�DQG�QDWXUH�RI�WKH�UHYLHZV��7KH�RQH�VLJQLILFDQW
PRGLILFDWLRQ�KH�UHFRPPHQGHG�ZDV�WKDW�WKH�43$3�VKRXOG�SURYLGH�IRU�GLVSXWH�UHVROXWLRQ
SURFHGXUHV�LQ�WKH�HYHQW�WKDW�WKHUH�LV�GLVDJUHHPHQW�ZLWK�D�VL[�PRQWK�UHYLHZ�SURFHVV
UHFRPPHQGDWLRQ�UHJDUGLQJ�SURSRVHG�DGGLWLRQ�RI�QHZ�PHDVXUHV�WR�WKH�43$3�SD\PHQW
VWUXFWXUH���� 4ZHVW�GRHV�QRW�RSSRVH�WKH�)DFLOLWDWRU¶V�SURSRVDO�WR�DUELWUDWH�VXFK�GLVSXWHV��DQG
WKURXJK�LWV�FRPPHQWV�RQ�WKH�)DFLOLWDWRU¶V�5HSRUW��4ZHVW�SURYLGHG�ODQJXDJH�DOORZLQJ�IRU�$$$
DUELWUDWLRQ�DV�GHVFULEHG�LQ�WKH�6*$7�SURYLVLRQV����

$7	7�DQG�WKH�3XEOLF�&RXQVHO�DUJXH�WKDW�WKH�&RPPLVVLRQ¶V�UROH�LQ�DGPLQLVWHULQJ�WKH�VL[�
PRQWK�UHYLHZ�VKRXOG�EH�EURDGHQHG���� &LWLQJ�WKH�H[DPSOH�RI�WKH�GHFLVLRQV�RI�WKH�&RORUDGR
+HDULQJ�&RPPLVVLRQHU�DQG�WKH�8WDK�6WDII��$7	7�DQG�WKH�3XEOLF�&RXQVHO�VXJJHVW�WKDW�WKH
&RPPLVVLRQ�VKRXOG�UHWDLQ�WKH�XQLODWHUDO�DXWKRULW\�WR�UHYLVH�WKH�43$3���� 4ZHVW�KDV�FKDOOHQJHG
ERWK�RI�WKRVH�GHFLVLRQV�RQ�WKH�JURXQGV�WKDW�DOORZLQJ�D�VWDWH�WR�KDYH�WKH�XQLODWHUDO�ULJKW�WR�PRGLI\
D�3$3�LV�QHLWKHU�UHDVRQDEOH�QRU�SHUPLWWHG�E\�VWDWH�RU�IHGHUDO�ODZ���� ,QGHHG��WKH�&RORUDGR
��� ,G��DW������� 6HH�4ZHVW¶V�3HUIRUPDQFH�$VVXUDQFH�3ODQ��1RY�������������������5HYLHZV����� 6HH�$7	7�&RPPHQWV�DW�����3XEOLF�&RXQVHO�DW���������:RUOG&RP�VLPLODUO\�VXJJHVWV�WKDW�4ZHVW�VKRXOG�QRWUHWDLQ�DQ\�YHWR�SRZHU�RYHU�FKDQJHV�WR�WKH�43$3���6HH�:RUOG&RP�&RPPHQWV�DW���������� ,G���� 6HH�4ZHVW¶V�&RORUDGR�&RPPHQWV�DW�������4ZHVW¶V�8WDK�&RPPHQWV�DW���������,Q�DGGLWLRQ��4ZHVW�QRWHG�LQLWV�8WDK�&RPPHQWV�WKDW�WKH�8WDK�6WDII¶V�SURSRVDO�WKDW�WKH�&RPPLVVLRQ�UHWDLQ�DXWKRULW\�WR�FKDQJH�DVSHFWV�RI�WKH�SODQLV�QRW�FRQVLVWHQW�ZLWK�WKH�6WDII¶V�HQGRUVHPHQW�RI�WKH�$$$�SURFHVV�HPERGLHG�LQ�WKH�6*$7�SURYLVLRQV���4ZHVW¶V�8WDK&RPPHQWV�DW����
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+HDULQJ�&RPPLVVLRQHU�GLG�QRW�HYHQ�FODLP�WR�GHULYH�VXFK�DXWKRULW\�³XQGHU�VWDWH�RU�IHGHUDO�ODZ�´
EXW�UDWKHU�VROHO\�IURP�KLV�YLHZ�WKDW�4ZHVW�ZRXOG�KDYH�QR�FKRLFH�EXW�WR�DFFHSW�LW���³4ZHVW�FDQ
ILOH�ZKDWHYHU�6*$7�ODQJXDJH�LW�ZDQWV�DQG�FDOO�LW�D�SHUIRUPDQFH�DVVXUDQFH�SODQ���7KH�RQO\
ODQJXDJH�,�ZLOO�HQGRUVH�IRU������ SXUSRVHV�LV�DWWDFKHG�WR�WKLV�2UGHU�´��� $QG�ERWK�RI�WKRVH
GHFLVLRQV�GHYLDWH�IURP�WKH�UHOHYDQW�SUHFHGHQWV�RQ�WKLV�LVVXH��WKH�6SHFLDO�0DVWHU¶V
UHFRPPHQGDWLRQ�LQ�&RORUDGR�DQG�WKH�)DFLOLWDWRU¶V�GHFLVLRQ�LQ�8WDK����

7KDW�UHPDUNDEOH�SRVLWLRQ�KDV�QR�VXSSRUW�LQ�ODZ�RU�ORJLF���$V�4ZHVW�GHPRQVWUDWHG�LQ�LWV
FRPPHQWV�WR�WKH�)DFLOLWDWRU��WKH�&RPPLVVLRQ�ODFNV�WKH�DXWKRULW\�WR�LPSRVH�WKH�43$3�RQ�4ZHVW�
DQG�WKHUHIRUH�WR�LPSRVH�DQ\�PRGLILFDWLRQV�WR�LW��ZLWKRXW�WKH�FRQVHQW�RI�4ZHVW�DQG�WKH
&RPPLVVLRQ���� ,QGHHG��WR�DOORZ�RQH�SDUW\�WR�PDLQWDLQ�DQ�XQOLPLWHG�ULJKW�WR�FKDQJH�WKH�WHUPV
PDNHV�4ZHVW¶V�DJUHHPHQW�WR�DELGH�E\�WKH�WHUPV�RI�WKLV�VSHFLDO�XQGHUWDNLQJ�LQ�FRQVLGHUDWLRQ�IRU
VHFWLRQ�����UHOLHI�ZKROO\�LOOXVRU\���7KH�XQLTXH�QDWXUH�RI�WKLV�IHGHUDO�UHJXODWRU\�UHJLPH��ZKLFK
LQYROYHV�UHTXLUHPHQWV�SODFHG�RQO\�RQ�%2&V�XQGHU�VHFWLRQ�����DQG�QRW�RQ�DOO�,/(&V�XQGHU
VHFWLRQ������PDNHV�LW�D�SDUWLFXODUO\�LQDSSURSULDWH�EDVLV�IRU�XQLODWHUDO�&RPPLVVLRQ�PRGLILFDWLRQ�
(YHQ�WKH�8WDK�6WDII�DJUHHG�WKDW�WKHUH�LV�DQ�REOLJDWLRQ�WR�FUHDWH�D�³NLQG�RI�FHUWDLQW\�IRU�WKH�%2&V´
DV�WKH\�HQWHU�QHZ�PDUNHWV����

7KH�)&&�GHFLVLRQV�DSSURYLQJ�3$3V�E\�RWKHU�%2&V�LQ�RWKHU�VWDWHV�UHFRJQL]H�WKLV�VDPH
SULQFLSOH���7KHVH�GHFLVLRQV�PDNH�FOHDU��DV�D�WKUHVKROG�PDWWHU��WKDW�³ZH�KDYH�QHYHU�UHTXLUHG´
��� 'HFLVLRQ�RQ�0RWLRQV�IRU�0RGLILFDWLRQ�DQG�&ODULILFDWLRQ�RI�WKH�&RORUDGR�3HUIRUPDQFH�$VVXUDQFH�3ODQ�DW����1RY�������������6HH�DOVR &RORUDGR�6SHFLDO�0DVWHU¶V�5HSRUW�DW����UHSRUW�³GRHV�QRW�DGGUHVV�ZKHWKHU�WKH�&RORUDGR38&�ZRXOG�EH�DXWKRUL]HG�WR�LPSRVH�D�VLPLODU�UHJLPH�XQGHU�HLWKHU�VWDWH�RU�IHGHUDO�ODZ´����� 6HH�5HSO\�%ULHI�RI�4ZHVW�&RUSRUDWLRQ�LQ�6XSSRUW�RI�LWV�3HUIRUPDQFH�$VVXUDQFH�3ODQ��43$3���6HSW�����������DW������� 8WDK�6WDII¶V�43$3�'HFLVLRQ�DW����
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3$3V�LQ�WKH�ILUVW�SODFH��DV�D�FRQGLWLRQ�RI�VHFWLRQ�����DSSURYDO���� $QG�WKH�VZHHSLQJ�PRGLILFDWLRQ
DXWKRULW\�VXJJHVWHG�E\�$7	7�DQG�3XEOLF�&RXQVHO�LV�VXEVWDQWLDOO\�DW�RGGV�ZLWK�WKH�VFRSH�RI�WKH
SODQV�DSSURYHG�LQ�WKHVH�RWKHU�VWDWHV���7R�EH�VXUH��WKH�)&&�KDV�UHFRJQL]HG�ERWK�WKDW�DQ�HIIHFWLYH
SODQ�VKRXOG�DOORZ�WKH�SDUWLHV�WR�PRGLI\�DQG�LPSURYH�WKH�SODQ¶V�³SHUIRUPDQFH�PHWULFV´�DV
QHFHVVDU\�DQG�WKDW�WKH�VWDWH�FRPPLVVLRQV�FDQ�DQG�VKRXOG�KDYH�D�SURPLQHQW�UROH�LQ�VXFK
LPSURYHPHQWV���� %XW�LW�KDV�QHYHU�KHOG�WKDW�D�3$3�VKRXOG�DOORZ�VXFK�FKDQJHV�WR�EH�PDGH�WR�WKH
EDVLF�DUFKLWHFWXUH�RI�WKH�SODQV�E\�LVVXLQJ�D�EODQN�FKHFN�WR�WKH�VWDWH�FRPPLVVLRQV���4XLWH�WKH
FRQWUDU\���7KH�)&&�KDV�DSSURYHG�3$3V�IRU�7H[DV��.DQVDV��2NODKRPD��$UNDQVDV��DQG�0LVVRXUL
WKDW�HDFK�SURYLGH�WKDW�³>D@Q\�FKDQJHV�WR�H[LVWLQJ�SHUIRUPDQFH�PHDVXUHV�DQG�WKLV�UHPHG\�SODQ
VKDOO�EH�E\�PXWXDO�DJUHHPHQW�RI�WKH�SDUWLHV��DQG��LI�QHFHVVDU\��ZLWK�UHVSHFW�WR�QHZ�PHDVXUHV�DQG
WKHLU�DSSURSULDWH�FODVVLILFDWLRQ��E\�DUELWUDWLRQ�´��� 7KRVH�SODQV��ZKLFK�VHUYHG�DV�WKH�PRGHO�IRU
WKH�43$3��SURYLGH�IRU�D�UHYLHZ�RI�WKH�SHUIRUPDQFH�PHDVXUHPHQWV�DQG�VWDQGDUGV�DW�VL[�PRQWK
LQWHUYDOV���� ,Q�LWV�RUGHU�DSSURYLQJ�6%&¶V�VHFWLRQ�����DSSOLFDWLRQ�IRU�7H[DV��WKH�)&&�UHFRJQL]HG
WKDW�WKLV�PHFKDQLVP�SURYLGHG�VXIILFLHQW�RSSRUWXQLW\�IRU�PRGLILFDWLRQ�DQG�LPSURYHPHQW���� ,Q
IDFW��ERWK�$7	7�DQG�:RUOG&RP�DSSHDU�WR�HQGRUVH�WKH�7H[DV�DSSURDFK��ZKLFK�²�FRQWUDU\�WR
WKHLU�VXJJHVWLRQV�²�LV�QR�GLIIHUHQW�IURP�ZKDW�WKH�)DFLOLWDWRU�KDV�UHTXLUHG�KHUH����
��� %HOO�$WODQWLF�1HZ�<RUN�2UGHU���������� 6HH��H�J���%HOO�$WODQWLF�1HZ�<RUN�2UGHU�DW��������6%&�7H[DV�2UGHU���������0HPRUDQGXP�2SLQLRQ�DQG2UGHU��$SSOLFDWLRQ�RI�9HUL]RQ�3HQQV\OYDQLD�,QF���9HUL]RQ�/RQJ�'LVWDQFH��9HUL]RQ�(QWHUSULVH�6ROXWLRQV��9HUL]RQ*OREDO�1HWZRUNV�,QF���DQG�9HUL]RQ�6HOHFW�6HUYLFHV�,QF���IRU�$XWKRUL]DWLRQ�WR�3URYLGH�,Q�5HJLRQ��,QWHU/$7$�6HUYLFHVLQ�3HQQV\OYDQLD��&&�'RFNHW�1R����������)&&���������������UHO��6HSW�������������³SHUIRUPDQFH�PHDVXUHPHQWV�DQGVWDQGDUGV´����� 7H[DV�3$3��������.DQVDV�3$3��������2NODKRPD�3$3��������$UNDQVDV�3$3��������0LVVRXUL�3$3���������� 6HH�LG���� 6%&�7H[DV�2UGHU���������� :RUOG&RP�³UHTXHVWV�WKDW�WKH�&RPPLVVLRQ�LQFOXGH�ODQJXDJH�LQ�WKH�3$3�VLPLODU�WR�WKDW�LQFOXGHG�LQ�WKH7H[DV�SODQ�RU�DV�SURYLGHG�LQ�&RORUDGR�´��:RUOG&RP�&RPPHQWV�DW������$7	7�DOVR�VHHNV�WR�GLVWLQJXLVK�WKH�43$3



��

8OWLPDWHO\��DV�WKHVH�SULRU�GHFLVLRQV�KDYH�UHFRJQL]HG��WKHUH�ZRXOG�EH�QR�SRLQW�LQ�HQWHULQJ
LQWR�D�SODQ�WKDW�FRXOG�EH�PRGLILHG�DW�DQ\�WLPH���7KH�XQIDLUQHVV�RI�VXFK�D�SURYLVLRQ�LV�SDUWLFXODUO\
DSSDUHQW�KHUH��ZKHUH�4ZHVW�EHJDQ�ZLWK�D�SODQ�DSSURYHG�E\�WKH�)&&�DQG�WKHQ�DJUHHG�WR�PDNH
VLJQLILFDQW�FKDQJHV�ZLWK�WKH�WKRXJKW�WKDW��LQ�WKH�HQG��WKH�UHVXOW�ZRXOG�EH�D ZRUNDEOH�SODQ���7R
SHUPLW�WKDW�SODQ�WR�EH�UHZULWWHQ�QRZ�ZRXOG�EH�ZKROO\�LQDSSURSULDWH���7KH�)DFLOLWDWRU�KDV�SURYLGHG
DGHTXDWH�VDIHJXDUGV�WKDW�SHUPLW�IOH[LELOLW\�WKURXJK�WKH�VL[�PRQWK�UHYLHZ�SURFHVV���7KRVH�VKRXOG
EH�DGRSWHG�

�����&ULWLFDO�9DOXH
0RVW�RI�WKH�SDUWLHV�DJUHHG�LQ�WKH�3(33�FROODERUDWLYH�³WR�DOWHU�WKH�GHIDXOW�FULWLFDO�YDOXH

IURP������WR������IRU�D�QXPEHU�RI�VPDOO�YROXPH�PHDVXUHV��DQG�WR�LQFUHDVH�LW�WR�YDU\LQJ�OHYHOV
DERYH������IRU�SURJUHVVLYHO\�ODUJHU�YROXPH�PHDVXUHV�´��� :RUOG&RP�DUJXHG�DW�WKH�ZRUNVKRS
WKDW�WKH������YDOXH�VKRXOG�DSSO\�WR�DOO�ORZ�YROXPH�PHDVXUHV��DQG�FRQWLQXHV�WR�SUHVV�WKLV�SRLQW�LQ
LWV�FRPPHQWV�RQ�WKH�)DFLOLWDWRU¶V�5HSRUW���� 7KH�)DFLOLWDWRU�DSSURSULDWHO\�DFFHSWHG�WKH�DSSURDFK
WKDW�ZDV�DJUHHG�WR�E\�D�PDMRULW\�RI�WKH�SDUWLHV�GXULQJ�WKH�3(33�FROODERUDWLYH���,W�VKRXOG�EH�QRWHG
WKDW�XVH�RI�WKH�������FULWLFDO�YDOXH�YHUVXV�WKH������FULWLFDO�YDOXH�IRU�WKH�VSHFLILF�FDOFXODWLRQV�FLWHG
E\�:RUOG&RP�ZDV�D�QHJRWLDWHG�LVVXH�WKDW�UHIOHFWHG�WKH�³JLYH�DQG�WDNH´�SURFHVV�DPRQJ�WKH�SDUWLHV
UHJDUGLQJ�D�QXPEHU�RI�VWDWLVWLFDO�LVVXHV���7KH�&RPPLVVLRQ�VKRXOG�KRQRU�WKLV�DJUHHPHQW�DQG�UHMHFW
:RUOG&RP¶V�SURSRVDO�WKDW�ZRXOG�HIIHFWLYHO\�XSVHW�WKH�EDODQFH�DFKLHYHG�E\�WKH�PDMRULW\�RI�WKH
SDUWLHV�WKURXJK�QHJRWLDWLRQ�
IURP�WKH�7H[DV�SODQ�LQ�WKLV�UHJDUG���$7	7�&RPPHQWV�DW������7KH�GLVWLQFWLRQ�DSSHDUV�WR�EH�D SXUSRUWHG�ULJKW�RI4ZHVW�XQLODWHUDOO\�WR�UHYLVH�WKH�43$3���4ZHVW�KDV�VWDWHG�DQG�FRQWLQXHG�WR�HPSKDVL]H�WKDW�LW�GRHV�QRW�UHWDLQ�DXQLODWHUDO�ULJKW�WR�FKDQJH�WKH�43$3�ZKLOH�LW�LV�LQ�HIIHFW�DQG�QRWKLQJ�LQ�WKH�43$3�ODQJXDJH�SURYLGHV�RWKHUZLVH���� )DFLOLWDWRU¶V�5HSRUW�DW������� :RUOG&RP�&RPPHQW¶V�DW�������



��

�����&DS�RQ�2FFXUUHQFHV
$7	7�DQG�(/,�REMHFW�WR�WKH�)DFLOLWDWRU¶V�DFFHSWDQFH�RI�WKH�43$3¶V������OLPLW�RQ

PLVVHV�IRU�LQWHUYDO�PHDVXUHPHQWV���$V�WKH�)DFLOLWDWRU�QRWHG��WKLV�OLPLWDWLRQ�KDV�EHHQ�LQFOXGHG�LQ
ERWK�WKH�7H[DV�DQG�WKH�2NODKRPD�3$3V��DQG�LW�LV�IDU�PRUH�PRGHVW�WKDQ�WKH�����FDS�DSSURYDO�E\
WKH�)&&�LQ�.DQVDV���� ,W�KDV�DOVR�EHHQ�DFFHSWHG�E\�WKH�8WDK�VWDII�DQG�LQ�&RORUDGR��ERWK�VWDWHV
ZKRVH�SURSRVDOV�WKH�&/(&V�RWKHUZLVH�HQGRUVH���$7	7¶V�RQO\�UHVSRQVH�WR�WKHVH�SUHFHGHQWV�LV
WKH�GLVLQJHQXRXV�UHIHUHQFH��� WR�ZKDW�LV�DFWXDOO\�VLPSO\�WKH�)DFLOLWDWRU¶V�DFNQRZOHGJHPHQW�WKDW
³WKH�)&&�GLG�QRW�DSSURYH�WKH�7H[DV�SODQ�OLPLWV�DW�WKH�WLPH�RI�����DSSURYDO��WKH�7H[DV�VWDWH
FRPPLVVLRQ�DSSURYHG�WKH�FDS�WKHUHDIWHU�´��� 7KH�WLPLQJ�RI�WKLV�UHFRJQLWLRQ�KDUGO\�SURYLGHV�DQ\
VXSSRUW�IRU�$7	7¶V�DUJXPHQW�

$V�WKH�)DFLOLWDWRU�FRQFOXGHG��WKH�43$3�SURYLVLRQ�KHUH�LV�DQ�³DULWKPHWLFDO�FRPSURPLVH�WR
ILW�WKH�TXDOLW\�RI�WKH�GDWD�ZH�KDYH�WR�ZRUN�ZLWK�XQGHU�WKLV�PHDVXUH�´��� 7KDW�FRPSURPLVH�DULVHV
IURP�WKH�QHHG�WR�UHIOHFW�VHQVLWLYLW\�WR�WKH�YROXPH�RI�RUGHUV���,G�� ,Q�GRLQJ�VR��LW�LV�QHFHVVDU\�WR
DYRLG�WKH�DQRPDO\�RI�PDNLQJ�SD\PHQWV�IRU�PRUH�RUGHUV�WKDQ�WKHUH�DFWXDOO\�ZRXOG�EH����

7R�FODULI\�WKLV�SKHQRPHQRQ��FRQVLGHU�WKH�IROORZLQJ�K\SRWKHWLFDO�H[DPSOH�RI�D�&/(&
RUGHU�YROXPH�IRU�D�VSHFLILF�VHUYLFH�RI�WKUHH�RUGHUV�ZLWK�WKH�IROORZLQJ�LQVWDOODWLRQ�LQWHUYDOV����
GD\V�����GD\V��DQG���GD\V���$VVXPH�IXUWKHU�WKDW�4ZHVW¶V�DYHUDJH�UHWDLO�LQWHUYDO�LV���GD\V���4ZHVW
FDOFXODWHV�PLVVHG�RFFXUUHQFHV�IRU�LQWHUYDO�PHDVXUHV�E\�DSSO\LQJ�WKH�SHUFHQWDJH�GLIIHUHQFH
��� )DFLOLWDWRU¶V�5HSRUW�DW����������6HH�DOVR &��,QRX\H���������7HVWLPRQ\��7U��DW��������([��6,'�4:(�&7,���DW������� 6HH $7	7�&RPPHQWV�DW����Q�������� )DFLOLWDWRU¶V�5HSRUW�DW������� ,G��DW������� ,G��DW����
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EHWZHHQ�WKH�DYHUDJH�LQWHUYDO�IRU�SURYLGLQJ�WKH�&/(&�ZLWK�VHUYLFH�DQG�WKH�DYHUDJH�LQWHUYDO�IRU
SURYLGLQJ�DQDORJRXV�UHWDLO�VHUYLFH��WR�WKH�WRWDO�&/(&�RUGHUV�IRU�WKH�VHUYLFH�GXULQJ�WKH�UHSRUWLQJ
SHULRG���7KXV��WKH�DYHUDJH�&/(&�LQWHUYDO�ZRXOG�KHUH�ZRXOG�EH����GD\V������������ �������7KH
SHUFHQWDJH�PLVV�ZRXOG�EH�����������������$SSO\LQJ�WKLV�SHUFHQWDJH�WR�WKH���&/(&�RUGHUV�ZRXOG
UHVXOW�LQ�FRPSHQVDWLRQ�IRU�����PLVVHG�RFFXUUHQFHV�������[��� �������ZKHQ�WKH�&/(&�RQO\
VXEPLWWHG�D�WRWDO�RI���RUGHUV����RI�ZKLFK�ZHUH�SURYLVLRQHG�LQ�OHVV�WLPH�WKDQ�WKH�4ZHVW�UHWDLO
DYHUDJH����7KH�SRLQW�RI�WKH������FDS�LV�WR�DYRLG�MXVW�WKLV�UHVXOW�RI�UHTXLULQJ�SD\PHQWV�IRU�RUGHUV
WKDW�GR�QRW�H[LVW�

$7	7¶V�RQO\�DUJXPHQW�LQ�UHVSRQVH�LV�RQFH�DJDLQ�WKH�XQSULQFLSOHG�³PRUH�LV�EHWWHU´
DUJXPHQW��³7KH�&/(&¶V�VLPSOH�DUJXPHQW�LV�WKDW�WKH�ZRUVH�WKH�4ZHVW�SHUIRUPDQFH��WKH�PRUH
4ZHVW�VKRXOG�SD\�´��� $V�QRWHG�DERYH��WKH�TXHVWLRQV�RI�KRZ�PXFK�PRUH��DQG�ZKHWKHU
SURSRUWLRQDOLW\�LV�DW�DOO�UHOHYDQW��DUH�HVVHQWLDO�RQHV�WKDW�DQ\�SODQ�PXVW�DGGUHVV�LQ�RUGHU�WR�FRPSO\
ZLWK�WKH�)&&¶V�UHTXLUHPHQW�RI�UHVHPEODQFH�

7KH�)DFLOLWDWRU�QRWHG�WKDW�WKH�&/(&V¶�DUJXPHQWV�SURYLGHG�QHLWKHU�³D�IDFWXDO�RU�ORJLFDO
EDVLV´�IRU�DQ\�FRQFOXVLRQ�WKDW�HOLPLQDWLQJ�WKH�FDS�DSSURYHG�LQ�RWKHU�SODQV�ZRXOG�FRPH�DQ\
³FORVHU�WR�XOWLPDWH�UHDOLW\´�JLYHQ�WKH�QHHG�WR�KDYH�D�YROXPH�VHQVLWLYH�PHDVXUHPHQW���� (/,�QRZ
VHHNV�SXW�WKH�EXUGHQ�RQ�4ZHVW�WR�SURYLGH�VXFK�D�EDVLV���7KH�GHVLJQ�RI�WKH�SODQ��KRZHYHU��GRHV
QRW�LQYROYH�DQ\�IDFW�TXHVWLRQV�ZLWKLQ�4ZHVW¶V�XQLTXH�FRQWURO���,W�ZDV�LQFXPEHQW�RQ�(/,�WR
SURYLGH�DQ�DOWHUQDWLYH�PHWKRG�RI�DFFRXQWLQJ�IRU�YROXPH�DQG�VHYHULW\�RI�PLVVHV�LI�LW�GLG�QRW
EHOLHYH�4ZHVW¶V�DSSURDFK�ZDV�VDWLVIDFWRU\���(/,�GLG�QRW�GR�VR��DQG�DV�D�UHVXOW�LW�ZDV�SHUIHFWO\
UHDVRQDEOH�IRU�WKH�)DFLOLWDWRU�WR�DGRSW�WKH�NLQG�RI�FDS�DSSURYHG�LQ�SULRU�FDVHV�
��� $7	7�&RPPHQWV�DW������� )DFLOLWDWRU¶V�5HSRUW�DW����
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3D\PHQW�RI�,QWHUHVW
4ZHVW�SURSRVHG�XVH�RI�WKH�RQH�\HDU�7UHDVXU\�UDWH�RQ�ODWH�SD\PHQWV���7KH�)DFLOLWDWRU

UHMHFWHG�WKLV�DSSURDFK��LQ�IDYRU�RI�WKH�SULPH�UDWH��QRWLQJ�WKDW�WKH�FRVW�RI�PRQH\�IRU�³FRPPHUFLDO
WHOHFRPPXQLFDWLRQV�HQWLWLHV´�LV�WKH�UHOHYDQW�IDFWRU�KHUH���� 4ZHVW�KDV�QRW�FKDOOHQJHG�WKLV
UHFRPPHQGDWLRQ��EXW�$7	7�LV�VWLOO�QRW�VDWLVILHG���,W�SUHIHUV�WKH�8WDK�VWDII¶V�DSSURDFK�²�ZKLFK
ZDV�WR�XVH�4ZHVW¶V�FRVW�RI�PRQH\�DV�VHW�LQ�D�UDWH�FDVH�DOUHDG\�IRXU�\HDUV�ROG��UDWKHU�WKDQ�D
FRPPRQO\�DFFHSWHG�VWDQGDUG�UDWH�RI�LQWHUHVW�IRU�ERUURZLQJ�E\�FUHGLWZRUWK\�EXVLQHVVHV�WKDW�ZLOO
FKDQJH�DV�ILQDQFLDO�FRQGLWLRQV�FKDQJH�GXULQJ�WKH�OLIH�RI�WKH�43$3���1HLWKHU�WKLV�VXJJHVWLRQ��QRU
$7	7¶V�XQVSHFLILHG�DOWHUQDWLYH�RI�D�VWDWXWRU\�UDWH��EHDUV�DQ\�UHODWLRQVKLS�WR�WKH�&/(&¶V�FXUUHQW
FRVW�RI�IXQGV�

(IIHFWLYH�'DWH
%RWK�$7	7�DQG�:RUOG&RP�DVN�WKH�&RPPLVVLRQ�WR�LPSOHPHQW�WKH�43$3��RU�JLYH�LW

³PHPRU\´��EHIRUH�4ZHVW�UHFHLYHV�VHFWLRQ�����DSSURYDO���� 7KH�SDUWLHV¶�VXJJHVWLRQ�VWDQGV�LQ
VKDUS�FRQWUDVW�WR�WKH�FRQFOXVLRQV�RI�WKH�)DFLOLWDWRU���� WKH�&RORUDGR�+HDULQJ�&RPPLVVLRQHU����
DQG�WKH�6WDII�RI�WKH�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ���� DOO�RI�ZKRP�DJUHHG�WKDW�4ZHVW¶V�3$3
VKRXOG�EHFRPH�HIIHFWLYH�LQ�D�VWDWH�RQO\�ZKHQ�4ZHVW�UHFHLYHV�VHFWLRQ�����DSSURYDO�IURP�WKH�)&&
IRU�WKDW�SDUWLFXODU�VWDWH���,W�LV�DOVR�LQFRQVLVWHQW�ZLWK�WKH�SODQV�DSSURYHG�E\�WKH�)&&�IRU�D�QXPEHU
RI�RWKHU�VWDWHV��VXFK�DV�1HZ�<RUN����,,�+���&RQQHFWLFXW����,,�+���DQG�0DVVDFKXVHWWV����,,�,��
��� )DFLOLWDWRU¶V�5HSRUW�DW������� 6HH�:RUOG&RP�&RPPHQWV�DW���������� 6HH�)DFLOLWDWRU¶V�5HSRUW�DW������� 6HH�&RORUDGR�'HFLVLRQ�RQ�0RWLRQV�IRU�0RGLILFDWLRQ�DW������ 6HH�$UL]RQD�6WDII¶V�3URSRVHG�5HSRUW�DW����
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:RUOG&RP¶V�SULPDU\�MXVWLILFDWLRQ�IRU�LWV�SRVLWLRQ�LV�WKDW�³>W@KH�3$3�LV�LQWHQGHG�WR�HQIRUFH
4ZHVW¶V�VHFWLRQ�����REOLJDWLRQV�XQGHU�WKH�IHGHUDO�7HOHFRPPXQLFDWLRQV�$FW�RI������´���
:RUOG&RP¶V�DUJXPHQW�LV�ZURQJ�DV�D�PDWWHU�RI�ODZ�DQG�LJQRUHV�WKH�HQWLUH�SXUSRVH�RI�WKH�43$3�
1RWKLQJ�LQ�DQ\�VHFWLRQ�RI�WKH������$FW�UHTXLUHV�D�%2&�WR�DJUHH�WR�D�3$3���7KH�RQO\�SXUSRVH�RI�D
3$3�LV�WR�KHOS�VKRZ�WKDW�D�%2&�³ZLOO�FRQWLQXH�WR�PHHW�LWV�VHFWLRQ�����REOLJDWLRQV�DQG�WKDW�LWV
HQWU\�>LQWR�WKH�LQWHU/$7$�PDUNHW@�ZRXOG�EH�FRQVLVWHQW�ZLWK�WKH�SXEOLF�LQWHUHVW�´��� 0DNLQJ�WKH
43$3�HIIHFWLYH�EHIRUH�����UHOLHI�LV�JUDQWHG��RU�JLYLQJ�LW�D�SUH�����³PHPRU\´��LV�FRPSOHWHO\
FRQWUDU\�WR�WKLV�SUHPLVH����

$OWKRXJK�LW�QHYHU�EHIRUH�UDLVHG�WKLV�LVVXH��$7	7�VXSSRUWV�WKH�8WDK�6WDII¶V
UHFRPPHQGDWLRQ�WKDW�WKH�43$3�VKRXOG�EHFRPH�HIIHFWLYH�RQ�4ZHVW¶V�����DSSOLFDWLRQ�GDWH�UDWKHU
WKDQ�LWV�DSSURYDO�GDWH���� 4ZHVW�KDV�FKDOOHQJHG�WKDW�UHFRPPHQGDWLRQ��� EHFDXVH�LW�LV�XQIRXQGHG�
7KH�8WDK�6WDII¶V�VXJJHVWLRQ�SUHVXPHV�LQFRUUHFWO\�WKDW�DQ\�SHUFHLYHG�EHQHILW�IURP�OHWWLQJ�LWV
SHUIRUPDQFH�VOLS�ZRXOG�RXWZHLJK�WKH�HQRUPRXV�ULVN�RI�ORVLQJ�WKH�JRDO�4ZHVW�KDV�VSHQW�\HDUV�WR
REWDLQ�²�UHFHLYLQJ�WKH�VHFWLRQ�����DSSURYDO�IURP�WKH�)&&���$V�WKH�)DFLOLWDWRU�UHFRJQL]HG��WKH
³ULVN�RI�VKRUW�WHUP�EDFNVOLGLQJ�LV�PLWLJDWHG�E\�WKH�IDFW�WKDW�FXUUHQW�LQIRUPDWLRQ�FDQ�DQG
��� :RUOG&RP�&RPPHQWV�DW���������� %HOO�$WODQWLF�1HZ�<RUN�2UGHU���������� 6LPLODUO\��(/,¶V�VXJJHVWLRQ�WKDW�WKH�43$3�VKRXOG�UHPDLQ�HIIHFWLYH�HYHQ�LI�4ZHVW�H[LWV�WKH�LQWHU/$7$PDUNHW��(/,�&RPPHQWV�DW�����LJQRUHV�WKH�EDVLF�SXUSRVH�RI�WKH�43$3���7KH�43$3�LV�QRW��DV�(/,�VXJJHVWV��LQWHQGHGWR�³SURPRWH�WKH�GHYHORSPHQW�RI�HIIHFWLYH�ORFDO�H[FKDQJH�FRPSHWLWLRQ�´��(/,�&RPPHQWV�DW������7KDW�LV�WKH�SXUSRVH�RIVHFWLRQ�����RI�WKH�$FW��DQG�WKH�UHPHGLHV�DYDLODEOH�WKHUHXQGHU���7KH�43$3¶V�SXUSRVH�UHODWHV�WR�VHFWLRQ�����²�WRSUHYHQW�³EDFNVOLGLQJ´�DIWHU�4ZHVW�UHFHLYHV�VHFWLRQ�����DXWKRULW\�WR�RIIHU�LQWHU/$7$�VHUYLFH���,W�ZRXOG�WKXV�PDNH�QRVHQVH�DW�DOO�WR�FRQWLQXH�WR�HQIRUFH�WKH�43$3�LI�4ZHVW�LV�QR�ORQJHU�LQ�WKH�LQWHU/$7$�PDUNHW���6HH�)DFLOLWDWRU¶V�5HSRUWDW������� 6HH�$7	7�&RPPHQWV�DW������:RUOG&RP�DOVR�DGYRFDWHV�WKH�8WDK�6WDII¶V�DSSURDFK�DV�DQ�DOWHUQDWLYH�WR�LWVRZQ���6HH�:RUOG&RP�&RPPHQWV�DW������� 6HH�4ZHVW¶V�8WDK�&RPPHQWV�DW�������



��

SUHVXPDEO\�ZLOO�EH�SURYLGHG�WR�WKH�)&&��VKRXOG�LW�EH�UHOHYDQW�´��� 7KH�8WDK�6WDII�RIIHUHG�QR
VXSSRUW�IRU�UHMHFWLQJ�WKH�)DFLOLWDWRU¶V�FRQVLGHUHG�MXGJPHQW�DQG�GLG�QRW�DGGUHVV�DQ\�RI�4ZHVW¶V
DGGLWLRQDO�DUJXPHQWV�WKDW�WKHUH�DUH�VLJQLILFDQW�LVVXHV�UHJDUGLQJ�WKH�VWDWH�FRPPLVVLRQ¶V�DXWKRULW\
WR�LPSOHPHQW�D�YROXQWDU\�3$3�RWKHU�WKDQ�RQ�WKH�FRQGLWLRQV�XSRQ�ZKLFK�LW�LV�SURSRVHG�

)RUP�RI�3D\PHQW
7KH�RQO\�&/(&�WKDW�FRQWLQXHV�WR�LQVLVW�WKDW�LW�VKRXOG�UHFHLYH�FDVK�43$3�SD\PHQWV��HYHQ

ZKHQ�LW�RZHV�4ZHVW�RWKHU�IXQGV�IRU�WKH�VDPH�VHUYLFHV��LV�:RUOG&RP���� $V�WKH�)DFLOLWDWRU
UHFRJQL]HG���� WKH�RQO\�³DGPLQLVWUDWLYH�FRQYHQLHQFH´�RI�KDYLQJ�4ZHVW�FXW�FKHFNV�WR�&/(&V�WKDW
RZH�4ZHVW�PRQH\�LV�WKH�FRQYHQLHQFH�WR�&/(&V�RI�QRW�SD\LQJ�WKHLU�ELOOV�ZKHQ�WKH\�FRPH�GXH�

:RUOG&RP¶V�RQO\�DUJXPHQW�LV�WKDW�LW�KDV�SUHYDLOHG�RQ�WKLV�SRLQW�LQ�&RORUDGR���$V�4ZHVW
KDV�GHPRQVWUDWHG��KRZHYHU��WKDW�DSSURDFK�LV�LQFRQVLVWHQW�ZLWK�WKH�UHFRUG�DQG�ZLWK�ORJLF���,W�LV�
DIWHU�DOO��4ZHVW�WKDW�EHVW�NQRZV�ZKHWKHU�³ELOO�FUHGLWV�DUH�FRPSOH[�WR�DGPLQLVWHU�´��� $QG�DV�WKH
)DFLOLWDWRU�IRXQG�EDVHG�RQ�WKH�UHFRUG�RI�WKLV�FDVH��WKH�IRUP�LQ�ZKLFK�4ZHVW�SURSRVHV�WR�LVVXH
WKHVH�FUHGLWV��([KLELW�6���4:(�&7,����LV�QRW�DW�DOO�FRQIXVLQJ���� :KHUH�WKHUH�LV�QR�ELOOLQJ
GLVSXWH��WKHUH�LV�QR�UDWLRQDO�UHDVRQ�ZK\�FUHGLWV�VKRXOG�QRW�UHSODFH�FDVK�SD\PHQWV���,QGHHG��WKH
SODQV�DSSURYHG�E\�VWDWH�FRPPLVVLRQV�DQG�WKH�)&&�LQ�1HZ�<RUN��&RQQHFWLFXW��DQG�0DVVDFKXVHWWV
DOO�SURYLGH�IRU�SD\PHQWV�WR�EH�PDGH�H[FOXVLYHO\ LQ�WKH�IRUP�RI�ELOO�FUHGLWV����
��� )DFLOLWDWRU¶V�5HSRUW DW������� 6HH:RUOG&RP�&RPPHQWV�DW���������� 6HH )DFLOLWDWRU¶V�5HSRUW�DW������� :RUOG&RP�&RPPHQWV�DW������� )DFLOLWDWRU¶V�5HSRUW�DW������� 6HH����,,�&�������'�����RI�WKRVH�SODQV�
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7KH�43$3�VKRXOG�QRW�EH�D�YHKLFOH�IRU�SHUPLWWLQJ�&/(&V�WR�FRPSHWH�ZLWK�4ZHVW�WKURXJK
XQMXVWLILHG�FDVK�VXEVLGLHV���4ZHVW¶V�EXUJHRQLQJ�DFFRXQWV�UHFHLYDEOH�IURP�&/(&V�GHPRQVWUDWH
WKDW�WKLV�FRQFHUQ�LV�QRW�DFDGHPLF���2Q�DYHUDJH��&/(&�FKDUJHV�WKDW�DUH�PRUH�WKDQ����GD\V�SDVW
GXH�UHSUHVHQW�����RI�FXUUHQW�PRQWK�ELOOLQJV��RQO\�DERXW�RQH�WKLUG�RI�ZKLFK�LQYROYH�ELOOLQJ
GLVSXWHV���%\�FRPSDULVRQ��ORQJ�GLVWDQFH�FDUULHU�FKDUJHV�WKDW�DUH�PRUH�WKDQ����GD\V�SDVW�GXH�DUH
RQO\�����RI�FXUUHQW�PRQWK�ELOOLQJV���7KHUH�LV�QR�EDVLV�IRU�PRGLI\LQJ�WKH�)DFLOLWDWRU¶V
UHFRPPHQGDWLRQ�WR�SHUPLW�ELOO�FUHGLWV�LQ�WKHVH�FLUFXPVWDQFHV�

((/V
4ZHVW�FRPPLWWHG�WKDW�WKH�43$3�ZLOO�SURYLGH�SD\PHQW�RSSRUWXQLWLHV�IRU�((/

PHDVXUHPHQWV�ZKHQ�VWDQGDUGV�DUH�GHWHUPLQHG�LQ�WKH�52&�266�&ROODERUDWLYH���� $V�:RUOG&RP
SRLQWV�RXW��WKH�52&�&ROODERUDWLYH�UHFHQWO\�HQJDJHG�LQ�OHQJWK\�GLVFXVVLRQV�DERXW�ZKLFK�((/
PHDVXUHPHQWV�VKRXOG�KDYH�VWDQGDUGV�DQG�ZKDW�WKRVH�VWDQGDUGV�VKRXOG�EH���$IWHU�IXOO�&/(&
LQSXW��WKH�52&�GHWHUPLQHG�WKDW�D�VWDQGDUG�ZRXOG�EH�HVWDEOLVKHG�IRU�((/V�LQFOXGHG�LQ�23���
&/(&V�DJUHHG�WKDW�WKH�UHPDLQLQJ�((/�PHDVXUHPHQWV�VKRXOG�UHPDLQ�GLDJQRVWLF���7KHUH�LV�QR
EDVLV�IRU�(/,¶V�VXJJHVWLRQV�WKDW�D�SD\PHQW�VWDQGDUG�VKRXOG�EH�HVWDEOLVKHG�E\�WKLV�&RPPLVVLRQ����

0XOWLVWDWH�$XGLW�DQG�5HYLHZ�3URFHVV
3XEOLF�&RXQVHO�RSSRVHV�WKH�)DFLOLWDWRU¶V�VXJJHVWLRQ�WKDW�UHYLHZV��DXGLWV��DQG�PRQLWRULQJ

XQGHU�WKH�43$3�FRXOG�PRUH�HIILFLHQWO\�EH�GRQH��DV�WKH�LQLWLDO�SURFHHGLQJV�KDYH�EHHQ�GRQH�
��� :RUOG&RP�DOVR�XUJHV�WKDW�WKH�52&�7$*�KDV�UHFHQWO\�DJUHHG�WR�VWDQGDUGV�IRU�*$���DQG�32�����ZKLFKVKRXOG��WKHUHIRUH��QRZ�EH�LQFOXGHG�LQ�WKH�43$3��DQG�WKDW�WKH�32����VWDQGDUG�VKRXOG�DOVR�EH�LQFOXGHG�³LPPHGLDWHO\XSRQ�WKH�SDUWLHV¶�DJUHHPHQW�RQ�WKH�VWDQGDUG�´��:RUOG&RP�&RPPHQWV�DW���������4ZHVW�KDV�DOUHDG\�DGGHG�*$���DQG32����WR�WKH�43$3���7KHUH�KDV�QHYHU�EHHQ�DQ\�DJUHHPHQW�DV�WR�32�����KRZHYHU��DQG�LW�GRHV�IROORZ�WKDW�LW�VKRXOG�EHLQFOXGHG�XQGHU�4ZHVW¶V�DJUHHPHQW�WR�LQFOXGH�GLDJQRVWLF�VXEPHDVXUHPHQWV�WKDW�UHFHLYH�D�VWDQGDUG��VXFK�DV�((/V�,QGHHG��WKH�)DFLOLWDWRU�H[SUHVVO\�DQG�VHSDUDWHO\�UHMHFWHG�:RUOG&RP¶V�SURSRVDO�WR�LQFOXGH�32������� 6HH�(/,�&RPPHQWV�DW����
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WKURXJK�D�FRRSHUDWLYH�HIIRUW�RI�WKH�SDUWLFLSDWLQJ�FRPPLVVLRQV���4ZHVW�EHOLHYHV�WKDW�WKHUH�ZRXOG
EH�VXEVWDQWLDO�HIILFLHQFLHV�WR�DOO�SDUWLHV�IURP�VXFK�D�SURSRVDO��DQG�WKDW�WKH�SHUIRUPDQFH�LVVXHV
ZLOO�OLNHO\�VKDUH�FRPPRQ�WKHPHV���,QGHHG��WKH�&RPPLVVLRQ�KDV�DOUHDG\�UHFRJQL]HG��LQ
GHWHUPLQLQJ�WR�SDUWLFLSDWH�LQ�WKH�PXOWL�VWDWH�UHYLHZ�SURFHVV�WR�HYDOXDWH�WKH�43$3��WKDW�GRLQJ�VR
ZRXOG�DOORZ�LW�WR�SHUIRUP�WKDW�IXQFWLRQ�³PRUH�HIILFLHQWO\�WKDQ�GRLQJ�VR�RQ�LWV�RZQ�´�SDUWLFXODUO\
LQ�OLJKW�RI�³FRPPRQ�LVVXHV�RI�IDFW�´��� &/(&V�KDYH�DOUHDG\�ZRUNHG�WRJHWKHU�ZLWK�4ZHVW�RQ�D
PXOWLVWDWH�EDVLV�WR�GHVLJQ�SHUIRUPDQFH�PHDVXUHPHQWV��DQG�WKHVH�&/(&V�DOO�KDYH�PXOWLVWDWH
RSHUDWLRQV���7KH�IDFW�WKDW�GLIIHUHQW�4ZHVW�HPSOR\HHV�ZRUN�LQ�GLIIHUHQW�VWDWHV��RU�WKDW�WKH�4ZHVW
QHWZRUNV�LQYROYH�GLIIHUHQW�SK\VLFDO�IDFLOLWLHV��GRHV�QRW�XQGHUPLQH�WKH�SULQFLSOH�WKDW�WKH�43$3
ZLOO�EH�WKH�VDPH�RU�ODUJHO\�WKH�VDPH�LQ�HDFK�VWDWH�DQG�WKDW�WKH�³FRPPRQ�LVVXHV�RI�IDFW´�DERXW
4ZHVW¶V�ZKROHVDOH�SHUIRUPDQFH�LQ�WKHVH�VWDWHV�UHFRJQL]HG�E\�WKH�&RPPLVVLRQ�DUH�QRW�OLNHO\�WR
FKDQJH�

1RU�ZRXOG�VXFK�DQ�RSHQ�SURFHHGLQJ�ZLWK�IXOO�ULJKWV�RI�SDUWLFLSDWLRQ�GHFUHDVH�WKH
³WUDQVSDUHQF\´�RI�WKH�&RPPLVVLRQ¶V�SURFHVVHV��RU�FRQVWLWXWH�DQ\�LPSURSHU�GHOHJDWLRQ�RI�WKH
&RPPLVVLRQ¶V�DXWKRULW\���7KH�&RPPLVVLRQ¶V�SULRU�RUGHU�DXWKRUL]LQJ�SDUWLFLSDWLRQ�LQ�WKH�PXOWL�
VWDWH�SURFHVV�H[SUHVVO\�IRXQG�WKDW�VXFK�SDUWLFLSDWLRQ�ZRXOG�³RIIH>U@�SDUWLHV�HYHU\�RSSRUWXQLW\�IRU
IXOO�SDUWLFLSDWLRQ�DQG�DVVXU>H@�D�FRPSOHWH�UHFRUG�IRU�WKH�&RPPLVVLRQ�´��� $QG�LW�FRQFOXGHG�WKDW
WKH�&RPPLVVLRQ�³KDV�DXWKRULW\�SXUVXDQW�WR�5&:�����������WR�KROG�MRLQW�KHDULQJV�ZLWK�RWKHU
VWDWH�FRPPLVVLRQV�DQG�WR�KROG�VXFK�KHDULQJV�RXWVLGH�RI�WKH�VWDWH�RI�:DVKLQJWRQ�´��� 7KH
FRQYHQLHQFH�RI�FRQWLQXLQJ�VXFK�D�SURFHVV�GXULQJ�VXEVHTXHQW�DXGLWV�DQG�UHYLHZV�ZLOO�PDNH�IRU
��� ��WK�6XSSOHPHQWDO�2UGHU��VXSUD��DW������ ,G� DW������ ,G�
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PXFK�PRUH�HIILFLHQW�LPSOHPHQWDWLRQ�RI�D�SODQ�WKDW�KDV�FRQVLGHUDEOH�FRPSOH[LW\��WR�WKH�EHQHILW�RI
DOO�SDUWLHV�

'HQLDO�RI�5DWH�5HFRYHU\
$7	7�DUJXHV�WKDW�WKH�43$3�VKRXOG�EH�DPHQGHG�WR�LQFOXGH�ODQJXDJH�VWDWLQJ�WKDW�4ZHVW

PD\�QRW�UHFRYHU�SD\RXWV�XQGHU�WKH�43$3�E\�LQFUHDVLQJ�LWV�UDWHV��$V�WKH�)DFLOLWDWRU�FRQFOXGHG�
WKLV�LV�QRW�WKH�IXQFWLRQ�RI�WKH�43$3���,W�LV�WKH�SURYLQFH�RI�IHGHUDO�DQG�VWDWH�UDWH�UHJXODWLRQ��DQG
ERWK�VWDWH�DQG�IHGHUDO�UHJXODWRUV�KDYH�PDGH�FOHDU�WKDW�WKH\�DOUHDG\�SURKLELW�VXFK�UHFRYHULHV����

&21&/86,21
)RU�WKH�IRUHJRLQJ�UHDVRQV��4ZHVW�UHVSHFWIXOO\�UHTXHVWV�WKDW�WKH�&RPPLVVLRQ�UHMHFW�WKH
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