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3URFHHGLQJ�8QGHU�6HFWLRQ������RI�WKH�
5HVRXUFH�&RQVHUYDWLRQ�DQG�5HFRYHU\�
$FW��DV�DPHQGHG�����8�6�&��6HFWLRQ�
����H

,��027,21�)25�'()$8/7

2Q�-XO\���� ����� DQ�$GPLQLVWUDWLYH &RPSODLQW�DQG�1RWLFH�RI�2SSRUWXQLW\�IRU�+HDULQJ�

�³&RPSODLQW´��ZDV�LVVXHG�E\�WKH�8QLWHG�6WDWHV�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\ �³(3$´��

5HJLRQ�,,,�/DQG�DQG�&KHPLFDOV�'LYLVLRQ�'LUHFWRU��³&RPSODLQDQW�´��SXUVXDQW�WR�6HFWLRQ������RI�

WKH�6ROLG�:DVWH�'LVSRVDO�$FW��FRPPRQO\�UHIHUUHG�WR�DV�WKH�5HVRXUFH�&RQVHUYDWLRQ�DQG�5HFRYHU\�

$FW�RI�������DV�DPHQGHG�E\�WKH�+D]DUGRXV�DQG�6ROLG�:DVWH�$PHQGPHQWV�RI�������FROOHFWLYHO\�

³5&5$´������8�6�&��������H� 9LUJLQLD�867�PDQDJHPHQW�SURJUDP UHJXODWLRQV�VHW�IRUWK�LQ�WKH�

9LUJLQLD�$GPLQLVWUDWLYH�&RGH�DV�³8QGHUJURXQG�6WRUDJH�7DQNV��7HFKQLFDO�6WDQGDUGV�DQG�

&RUUHFWLYH�$FWLRQ�5HTXLUHPHQWV´��³9$�867�5HJXODWLRQV´�����9$&�������������HW�VHT��� DQG�

� 'XH�WR�D�UHJLRQDO�UHDOLJQPHQW�WKDW�RFFXUUHG�VXEVHTXHQW�WR�WKH�LVVXDQFH�RI�WKH�&RPSODLQW��WKH�DXWKRULW\�
IRUPHUO\�GHOHJDWHG�WR�/DQG�DQG�&KHPLFDOV�'LYLVLRQ�'LUHFWRU�QRZ�UHVWV�ZLWK�WKH�(QIRUFHPHQW�DQG�&RPSOLDQFH�
$VVXUDQFH�'LYLVLRQ��³(&$'´��'LYLVLRQ�'LUHFWRU�DQG�WKH�&KLHI�RI�(&$'¶V�$LU��5&5$�DQG�7R[LFV�%UDQFK��6HH�
�����71�5,,,������$SULO�����������
ʹ (IIHFWLYH�2FWREHU�����������SXUVXDQW�WR�6HFWLRQ������RI�5&5$�����8�6�&��������F��DQG����&�)�5��3DUW������
6XESDUW�$��WKH�&RPPRQZHDOWK�RI�9LUJLQLD�ZDV�JUDQWHG�ILQDO�DXWKRUL]DWLRQ�WR�DGPLQLVWHU�D�VWDWH�867�PDQDJHPHQW�
SURJUDP�LQ�OLHX RI�WKH�)HGHUDO�867�PDQDJHPHQW�SURJUDP�HVWDEOLVKHG�XQGHU�5&5$�6XEWLWOH�,�RI�5&5$�����8�6�&��
������������P���7KH�SURYLVLRQV�RI�WKH�9LUJLQLD�867�PDQDJHPHQW�SURJUDP��WKURXJK�WKLV�ILQDO �������������ǡ������
EHFRPH�UHTXLUHPHQWV�RI�5&5$�6XEWLWOH�,�DQG�DUH��DFFRUGLQJO\��HQIRUFHDEOH�E\�(3$�SXUVXDQW�WR�6HFWLRQ������RI�
5&5$�����8�6�&��������H� $�FRS\�RI�WKH�9$�867�5HJXODWLRQV�LV�DWWDFKHG�DV�([KLELW�3�

�ŽĐŬĞƚ�EŽ͘�Z�Z�ͲϬϯͲϮϬϭϴͲϬϭϯϭ &/>���:ƵůǇ Ϯϯ͕�ϮϬϮϬ�ϭϬ͗ϭϲ �D��� h͘^͘��W��ZĞŐŝŽŶ�///͕�ZĞŐŝŽŶĂů�,ĞĂƌŝŶŐ��ůĞƌŬ
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WKH�&RQVROLGDWHG�5XOHV�RI�3UDFWLFH�*RYHUQLQJ�WKH�$GPLQLVWUDWLYH�$VVHVVPHQW�RI�&LYLO�3HQDOWLHV�

DQG�WKH�5HYRFDWLRQ� 7HUPLQDWLRQ�RU�6XVSHQVLRQ�RI�3HUPLWV��³&RQVROLGDWHG�5XOHV�RI�3UDFWLFH´���

���&�)�5��3DUW������7KH�UHVSRQGHQW�LQ�WKLV�&RPSODLQW�LV�6LON\�$VVRFLDWHV��//&��³5HVSRQGHQW´��

$�FRS\�RI�WKH�&RPSODLQW�LV�DWWDFKHG�DV�([KLELW�$�

7KH�&RQVROLGDWHG�5XOHV�RI�3UDFWLFH�SHUPLW�VHUYLFH�RI�D�FRPSODLQW�WR�PDGH�E\�FHUWLILHG�

PDLO�ZLWK�UHWXUQ�UHFHLSW�UHTXHVWHG��DQG�UHTXLUH�D�FRS\�RI�WKH�FRPSODLQW��WRJHWKHU�ZLWK�D�FRS\�RI�

WKH�&RQVROLGDWHG�5XOHV�RI�3UDFWLFH��WR�EH�VHUYHG�RQ�UHVSRQGHQW�RU�D�UHSUHVHQWDWLYH�DXWKRUL]HG�WR�

UHFHLYH�VHUYLFH�RQ�UHVSRQGHQW¶V�EHKDOI��ZKLFK�IRU�GRPHVWLF�RU�IRUHLJQ�FRUSRUDWLRQV��SDUWQHUVKLSV��

RU�XQLQFRUSRUDWHG�DVVRFLDWLRQ�LV�DQ�RIILFHU��SDUWQHU��D�PDQDJLQJ�RU�JHQHUDO�DJHQW��RU�DQ\�RWKHU�

SHUVRQ�E\�DSSRLQWPHQW�RI�E\�)HGHUDO�RU�6WDWH�ODZ�WR�UHFHLYH�VHUYLFH�RI�SURFHVV������&�)�5��

��������E�����L� DQG��LL��$��� 2Q�-XO\���� ������D�FRS\�RI�WKH�&RPSODLQW�ZDV VHQW E\�FHUWLILHG�

PDLO�ZLWK�UHWXUQ�UHFHLSW�UHTXHVWHG�WR ³/DNKPLU�%DJJD´��L�H���5HVSRQGHQW¶V�RZQHU�DQG�5HJLVWHUHG�

$JHQW��RQ�EHKDOI�RI�³6LON\�$VVRFLDWHV��//&´��L�H���5HVSRQGHQW��DW ³����(��:LOOLDPVEXUJ�5RDG

6DQGVWRQ��9$������´ �L�H���5HVSRQGHQW¶V�EXVLQHVV�DGGUHVV����6HH�([KLELW�% �6FUHHQVKRW RI�

9LUJLQLD�6WDWH�&RUSRUDWLRQ�&RPPLVVLRQ�ZHEVLWH�� $FFRUGLQJ�WR�WKH�FHUWLILHG�PDLO�UHWXUQ�UHFHLSW�

³JUHHQ�FDUG´ ZKLFK�ZDV�ILOHG�LQ�FRQQHFWLRQ ZLWK�&RPSODLQDQW¶V�3URRI�RI�6HUYLFH�RQ�$XJXVW����

������DQG�WKH�8636�FRP�RQOLQH�WUDFNLQJ�YHULILFDWLRQ�V\VWHP��WKH &RPSODLQW�ZDV�UHFHLYHG�RQ�-XO\�

����������6HH�([KLELW�&� 7KH�&RPSODLQW�VSHFLILFDOO\�LQIRUPHG�5HVSRQGHQW�RI�WKH�UHTXLUHPHQW��

IRXQG�LQ�6HFWLRQ�������D� RI�WKH�&RQVROLGDWHG�5XOHV��WKDW�DQ�$QVZHU�WR�WKH�&RPSODLQW�EH�ILOHG�

ZLWKLQ����GD\V�DIWHU�VHUYLFH�RI�WKH�&RPSODLQW� DQG�RI�WKH SURYLVLRQ��IRXQG�LQ�6HFWLRQ�������G��RI�

WKH�&RQVROLGDWHG�5XOHV��WKDW�IDLOXUH�WR�UHVSRQG�E\�VSHFLILF�$QVZHU�ZLOO�FRQVWLWXWH�DQ�DGPLVVLRQ�

RI�WKH�DOOHJDWLRQV�PDGH�LQ�WKH�&RPSODLQW��([KLELW�$��SDJHV ������� $V�RI�WKH�GDWH�RI�WKLV�0RWLRQ��

5HVSRQGHQW�KDV�QRW�ILOHG�DQ�$QVZHU�WR�WKH�&RPSODLQW��6HH�2UGHU�WR�$PHQG�(3$¶V�
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$GPLQLVWUDWLYH�(QIRUFHPHQW�'RFNHW �)HEUXDU\�����������2UGHU�RI�5HPDQG �'HFHPEHU������������

2UGHU�IRU�5HVSRQGHQW�WR�)LOH�$QVZHU��2FWREHU������������DQG�5HVSRQGHQW¶V�$QVZHU�WR�WKH�

&RPSODLQW �$XJXVW������������ ([KLELWV�'��(��)�DQG�*��UHVSHFWLYHO\�� &RPSODLQDQW WKHUHIRUH��

EDVHG�RQ�WKH�GLVFXVVLRQ�EHORZ��PRYHV�IRU�DQ�2UGHU�KROGLQJ�5HVSRQGHQW�LQ�GHIDXOW�DQG�LPSRVLQJ�

D�SHQDOW\�RI�����������

,,��',6&866,21

3XUVXDQW�WR����&�)�5�� ������D���D�SDUW\�PD\�EH�IRXQG�WR�EH�LQ�GHIDXOW XSRQ�IDLOLQJ�WR�

ILOH�D�WLPHO\�DQVZHU�WR�WKH�FRPSODLQW���3XUVXDQW�WR����&�)�5�� ������D���GHIDXOW�E\�D�UHVSRQGHQW�

FRQVWLWXWHV�DQ�DGPLVVLRQ�RI�DOO�IDFWV�DOOHJHG�LQ�WKH�FRPSODLQW���3XUVXDQW�WR����&�)�5�� ������E���D�

PRWLRQ�IRU�GHIDXOW�PXVW�VSHFLI\�WKH�SHQDOW\�RU�RWKHU�UHOLHI�VRXJKW�DQG�VWDWH�WKH�OHJDO�DQG�IDFWXDO�

JURXQGV�IRU�WKH�UHOLHI�UHTXHVWHG�

$� 9LRODWLRQV�'HHPHG�$GPLWWHG�DV�D�5HVXOW�RI�'HIDXOW

7KH�ODZ�DQG�IDFWV�ZLWK�UHJDUG�WR�5HVSRQGHQW¶V YLRODWLRQV�RI�5&5$�DUH�VHW�IRUWK�LQ�GHWDLO�

LQ�WKH�&RPSODLQW��DQG�WKLV�UHFLWDWLRQ�LV�LQFRUSRUDWHG KHUHLQ�E\�UHIHUHQFH���$V�GHWDLOHG�LQ�WKH�

&RPSODLQW��5HVSRQGHQW�IDLOHG�WR�FRPSO\�ZLWK�D�QXPEHU�RI�UHJXODWRU\�UHTXLUHPHQWV DSSOLFDEOH�WR�

ILYH�����XQGHUJURXQG�VWRUDJH�WDQNV��L�H���867������867������867������867���� DQG�867������

DQG�867�6\VWHPV�DW�5HVSRQGHQW¶V�/XFN\�0DUW�IDFLOLW\�ORFDWHG�DW�����(�:LOOLDPVEXUJ�5RDG�LQ�

6DQGVWRQ��9LUJLQLD��³)DFLOLW\´�� ,Q�OLJKW�RI�5HVSRQGHQW¶V�GHIDXOW��WKH�IDFWXDO�DOOHJDWLRQV�

� 7KH�&RPSODLQW�ILOHG�LQ�WKLV�PDWWHU�FRQWDLQHG�D�FRPSOLDQFH�RUGHU�LVVXHG�XQGHU�6HFWLRQ������D��RI�5&5$�����8�6�&��
������H�D���DV�SHUPLWWHG�E\����&�)�5����������E��RI�WKH�&RQVROLGDWHG�5XOHV�RI�3UDFWLFH� $V�LW�KDV�EHHQ�GHWHUPLQHG
WKDW�5HVSRQGHQW�IDLOHG�WR�UHTXHVW�D�KHDULQJ��WKH�FRPSOLDQFH�RUGHU DXWRPDWLFDOO\ EHFDPH�D�ILQDO�RUGHU�RQ�RU�DERXW�
$XJXVW�����������L�H������GD\V�DIWHU�WKH�FRPSOLDQFH�RUGHU�ZDV�VHUYHG��ZLWKRXW�WKH�QHHG�IRU�DGGLWLRQDO�DFWLRQ�E\�WKH�
3UHVLGLQJ�2IILFHU���6HH����&)5���������DQG�������E���([KLELW�(��SDJH����([KLELW�)��SDJH�� �ILQGLQJ�WKDW�5HVSRQGHQW�
GLG�QRW�UHTXHVW�D�KHDULQJ��
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VXSSRUWLQJ�WKHVH�DOOHJHG�YLRODWLRQV�DUH�GHHPHG�WR�EH�DGPLWWHG���7KHVH�YLRODWLRQV�LQFOXGH�WKH�

IROORZLQJ�

&2817���� )$,/85(�72�3(5)250�7$1.�5(/($6(�'(7(&7,21

)DLOXUH�WR�PRQLWRU�867������867������867�����DQG�867�����DW�OHDVW�HYHU\����GD\V�IRU�

UHOHDVHV�E\�DXWRPDWLF�WDQN�JDXJLQJ�RU�E\�DQ\�RI�WKH�RWKHU�UHOHDVH�GHWHFWLRQ�PRQLWRULQJ�PHWKRGV�

VSHFLILHG�LQ���9$&���������������������IURP�$XJXVW������WKURXJK�0DUFK����� LQ�YLRODWLRQ�RI���

9$&����������������� ([KLELW�$ DW���������������6HH�DOVR�([KLELW�3�

)DLOXUH�WR�PRQLWRU�867�����DW�OHDVW�HYHU\����GD\V�IRU�UHOHDVHV�E\�DXWRPDWLF�WDQN�JDXJLQJ�

RU�E\�DQ\�RI�WKH�RWKHU�UHOHDVH�GHWHFWLRQ�PRQLWRULQJ�PHWKRGV�VSHFLILHG�LQ���9$&����������

�����������IURP�-XO\������WKURXJK�'HFHPEHU������LQ�YLRODWLRQ�RI���9$&�����������������

([KLELW�$ DW���������� 6HH�DOVR�([KLELW�3�

&2817���� )$,/85(�72�3(5)250�$8720$7,&�/,1(�/($.�'(7(&725�7(67,1*�

)DLOXUH�WR�SHUIRUP�DQ�DQQXDO�WHVW�RI�WKH�DXWRPDWLF�OLQH�OHDN�GHWHFWRU�RQ�WKH�XQGHUJURXQG�

SLSLQJ�DVVRFLDWHG�ZLWK�867���� IURP�DW�OHDVW�$XJXVW���������WKURXJK�6HSWHPEHU����������LQ�

YLRODWLRQ�RI ��9$&�����������������D�����DQG���9$&����������������� ([KLELW�$ DW�������DQG�

��� 6HH�DOVR�([KLELW�3�

)DLOXUH�WR�SHUIRUP�DQQXDO�WHVWV�RI�WKH�DXWRPDWLF�OLQH�OHDN�GHWHFWRUV�RQ�WKH�XQGHUJURXQG�

SLSLQJ�DVVRFLDWHG�ZLWK�867�����867������PDQLIROGHG���867������DQG�867�����IURP�DW�OHDVW�

$XJXVW���������WKURXJK�1RYHPEHU���������DQG�IURP�1RYHPEHU���������WKURXJK�6HSWHPEHU�����

�����LQ�YLRODWLRQ�RI���9$&�����������������D�����DQG���9$&����������������� ([KLELW�$ DW����

�������6HH�DOVR�([KLELW�3�
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&2817���� )$,/85(�72�3(5)250�3,3,1*�5(/($6(�'(7(&7,21

)DLOXUH WR�SHUIRUP�DQQXDO�OLQH�WLJKWQHVV�WHVWLQJ�LQ�DFFRUGDQFH�ZLWK���9$&����������

�������RU�KDYH�PRQWKO\�PRQLWRULQJ�FRQGXFWHG�LQ�DFFRUGDQFH�ZLWK���9$&�����������������RQ�WKH�

XQGHUJURXQG�SLSLQJ�DVVRFLDWHG�ZLWK�867���� IURP�DW�OHDVW�$XJXVW���������WKURXJK�6HSWHPEHU�

���������LQ�YLRODWLRQ�RI���9$&�����������������D����� ([KLELW�$ DW�������DQG�����6HH�DOVR�

([KLELW�3�

)DLOXUH WR�SHUIRUP�DQQXDO�OLQH�WLJKWQHVV�WHVWLQJ�LQ�DFFRUGDQFH�ZLWK���9$&����������

�������RU�KDYH�PRQWKO\�PRQLWRULQJ�FRQGXFWHG�LQ�DFFRUGDQFH�ZLWK���9$&�����������������RQ�WKH�

XQGHUJURXQG�SLSLQJ�DVVRFLDWHG�ZLWK�867�����867������PDQLIROGHG���867�����DQG�867����

IURP�DW�OHDVW�$XJXVW���������WKURXJK�1RYHPEHU���������DQG�IURP�1RYHPEHU���������WKURXJK�

6HSWHPEHU����������LQ�YLRODWLRQ�RI���9$&�����������������D����� ([KLELW�$ DW�����������6HH�

DOVR�([KLELW�3�

&2817���� )$,/85(�72 +$9(�29(5),//�35(9(17,21�(48,30(17�

)DLOXUH�WR�XVH�RYHUILOO�SUHYHQWLRQ�HTXLSPHQW�WKDW�DXWRPDWLFDOO\�VKXWV�RII�IORZ�LQWR�WKH�

WDQN�ZKHQ�WKH�WDQN�LV�PRUH�WKDQ����SHUFHQW�IXOO� RU�DOHUWV�WKH�WUDQVIHU�RSHUDWRU�ZKHQ�WKH�WDQN�LV�QR�

PRUH�WKDQ����SHUFHQW�IXOO�E\�UHVWULFWLQJ�WKH�IORZ�LQWR�WKH�WDQN�RU�WULJJHULQJ�D�KLJK�OHYHO�DODUP�IRU�

WKH�867������867������867������867�����DQG�867�����867�V\VWHPV�IURP�DW�OHDVW�$XJXVW����

�����WKURXJK�DW�OHDVW�$SULO���������LQ�YLRODWLRQ�RI���9$&����������������DQG���9$&����������

������D����� ([KLELW�$ DW�����������6HH�DOVR�([KLELW�3�

&2817���� )$,/85(�72 7(67�&$7+2',&�3527(&7,21�6<67(0�

)DLOXUH�WR�FRQGXFW���\HDU�WHVWV�RI�WKH�FDWKRGLF�SURWHFWLRQ�V\VWHP�IRU�WKH�867�V\VWHPV�DW�

WKH�)DFLOLW\�IURP�$SULO����������WKURXJK�'HFHPEHU���������LQ�YLRODWLRQ�RI���9$&����������

������D�� ([KLELW�$ DW�����������6HH�DOVR�([KLELW�3�
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%� &LYLO�3HQDOW\

6HFWLRQ������G�����RI�5&5$�����8�6�&��������H�G������SURYLGHV��LQ�UHOHYDQW�SDUW��WKDW�

DQ\�RZQHU�RU�RSHUDWRU�RI�DQ�XQGHUJURXQG�VWRUDJH�WDQN�ZKR�IDLOV�WR�FRPSO\�ZLWK�DQ\�UHTXLUHPHQW�

RU�VWDQGDUG�RI�D�6WDWH�SURJUDP�DSSURYHG�SXUVXDQW�WR�6HFWLRQ������RI�5&5$���� 8�6�&��������F��

VKDOO�EH�OLDEOH�IRU�D�FLYLO�SHQDOW\�QRW�WR�H[FHHG���������IRU�HDFK�WDQN�IRU�HDFK�GD\�RI�YLRODWLRQ���

7KLV�DPRXQW�KDV�EHHQ�DGMXVWHG�SXUVXDQW�WR�WKH�)HGHUDO�&LYLO�3HQDOWLHV�$GMXVWPHQW�$FW�RI�������

DV�DPHQGHG�E\�WKH�'HEW�&ROOHFWLRQ�,PSURYHPHQW $FW�RI�������DQG�PRVW�UHFHQWO\��E\�WKH�)HGHUDO�

&LYLO�,QIODWLRQ�$GMXVWPHQW�$FW�,PSURYHPHQW�$FW�RI������E\�LPSOHPHQWLQJ�&LYLO�0RQHWDU\�

3HQDOW\�,QIODWLRQ�$GMXVWPHQW�5XOHV�FRGLILHG�DW����&�)�5��3DUW��� VXFK�WKDW�DW�WKH�WLPH�RI�WKH�

&RPSODLQW� YLRODWLRQV�RI�5&5$�6HFWLRQ������G���������8�6�&��������H�G������WKDW�RFFXUUHG RQ�RU�

EHIRUH�1RYHPEHU���������ZHUH VXEMHFW�WR�D�FLYLO�SHQDOW\�QRW�WR�H[FHHG���������SHU�GD\�SHU�

YLRODWLRQ��DQG�YLRODWLRQV�WKDW�RFFXUUHG DIWHU�1RYHPEHU���������ZHUH VXEMHFW�WR�D�FLYLO�SHQDOW\�QRW�

WR�H[FHHG���������SHU�GD\�SHU�YLRODWLRQ���6HH����)HG��5HJ����������������1RYHPEHU����������

DQG����)HG��5HJ��������������-DQXDU\�������������

)RU�SXUSRVHV�RI�GHWHUPLQLQJ�WKH�DPRXQW�RI�DQ\�SHQDOW\�WR�EH�DVVHVVHG��6HFWLRQ������F��RI�

5&5$�����8�6�&��������H�F���UHTXLUHV�(3$�WR�WDNH�LQWR�DFFRXQW�WKH�VHULRXVQHVV�RI�WKH�YLRODWLRQ�

DQG�DQ\�JRRG�IDLWK�HIIRUWV�WR�FRPSO\�ZLWK�WKH�DSSOLFDEOH�UHTXLUHPHQWV��,Q�GHYHORSLQJ�D�SURSRVHG�

SHQDOW\�IRU�WKH�YLRODWLRQV�DOOHJHG�LQ�WKLV�&RPSODLQW��(3$�KDV�WDNHQ LQWR�DFFRXQW�WKH�SDUWLFXODU�

IDFWV�DQG�FLUFXPVWDQFHV�RI�WKLV�FDVH�ZLWK�VSHFLILF�UHIHUHQFH�WR�(3$¶V�1RYHPEHU������8�6��(3$�

3HQDOW\�*XLGDQFH�IRU�9LRODWLRQV�RI�867�5HJXODWLRQV� �³�����867�3HQDOW\�3ROLF\´����-DQXDU\�����

�����$PHQGPHQWV�WR�WKH�(3$¶V�&LYLO�3HQDOW\�3ROLFLHV�WR�$FFRXQW�IRU�,QIODWLRQ��HIIHFWLYH�-DQXDU\�

� 6HH�'HFODUDWLRQ�RI�0HOLVVD�7RIIHO��SDJH����IQ����
ͷ 6HH�'HFODUDWLRQ�RI�0HOLVVD�7RIIHO��SDJH����IQ����
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����������DQG�7UDQVPLWWDO�RI�WKH������&LYLO�0RQHWDU\�3HQDOW\�,QIODWLRQ�$GMXVWPHQW�5XOH��DQG�

'HFHPEHU���������$PHQGPHQWV�WR�WKH�8�6��(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\¶V�&LYLO�3HQDOW\�

3ROLFLHV�WR�$FFRXQW�IRU�,QIODWLRQ��(IIHFWLYH�'HFHPEHU��������� � ([KLELWV +��,��DQG�-��

UHVSHFWLYHO\� 6HH�'HFODUDWLRQ RI�0HOLVVD�7RIIHO��SDJH��������7KHVH�SROLFLHV�SURYLGH�D�UDWLRQDO��

FRQVLVWHQW�DQG�HTXLWDEOH�PHWKRGRORJ\�IRU�DSSO\LQJ�WKH�VWDWXWRU\�SHQDOW\�IDFWRUV�HQXPHUDWHG�

DERYH�WR�SDUWLFXODU�FDVHV� ,G��DW�SDJH�������

*HQHUDO�0HWKRGRORJ\�

7R�WDNH�LQWR�DFFRXQW�WKH�VHULRXVQHVV�RI�WKH�YLRODWLRQV�DQG�DQ\�JRRG�IDLWK�HIIRUWV�WR�

FRPSO\�ZLWK�WKH�DSSOLFDEOH�UHTXLUHPHQWV�DV�GHVFULEHG�LQ�6HFWLRQ������F��RI�5&5$�����8�6�&��

������H�F���WKH������867�3HQDOW\�3ROLF\�GLUHFWV�DQ�LQLWLDO�SHQDOW\�DPRXQW�WR�EH�GHULYHG�E\�

DGGLQJ�DQ�³(FRQRPLF�%HQHILW´�FRPSRQHQW�WR�D�³*UDYLW\�%DVHG´�FRPSRQHQW�WKDW�FDQ�EH�

H[SUHVVHG�IRUPXODLFDOO\�DV�

,QLWLDO�3HQDOW\�$PRXQW� �(FRQRPLF�%HQHILW���*UDYLW\�%DVHG�

:KHUH�

(FRQRPLF�%HQHILW� �$YRLGHG�&RVWV���'HOD\HG�&RVWV�

$YRLGHG�&RVWV  �SHULRGLF�RSHUDWLRQ�DQG�PDLQWHQDQFH�H[SHQGLWXUHV�WKDW�VKRXOG�
KDYH�EHHQ�LQFXUUHG��EXW�ZHUH�QRW
'HOD\HG�&RVWV� �H[SHQGLWXUHV�WKDW�KDYH�EHHQ�GHIHUUHG�E\�WKH�YLRODWLRQV��EXW�
WKDW�KDYH�EHHQ�SDLG

(QIRUFHPHQW�SHUVRQQHO�W\SLFDOO\�XVH�D�VRIWZDUH�SURJUDP�FDOOHG�%(1�ZLWK�
YDULRXV�LQSXWV��LQFOXGLQJ�FRVWV�DQG�FRPSOLDQFH�GDWHV��WR�FDOFXODWH�WKH�
HFRQRPLF�EHQHILW FRPSRQHQW�

*UDYLW\�%DVHG� �09�[�96$�[��7�3�)�[�'1&�[�(60�[�,QIODWLRQ�$GMXVWPHQW

09 �0DWUL[�YDOXH���GHWHUPLQHG�E\�DVVHVVLQJ�WKH�H[WHQW�WR�ZKLFK�WKH�YLRODWLRQ�
GHYLDWHV�IURP�WKH�VWDWXWRU\�RU�UHJXODWRU\�UHTXLUHPHQW��DQG�WKH�DFWXDO�RU�
SRWHQWLDO�KDUP�WR�KXPDQ�KHDOWK��WKH�HQYLURQPHQW�DQG�RU�DGYHUVH�HIIHFW�RQ�WKH�
UHJXODWRU\�SURJUDP��7KH�OHYHOV�UDQJH�IURP�PDMRU��PRGHUDWH�DQG�PLQRU��
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96$ �9LRODWRU�VSHFLILF�DGMXVWPHQW���DGMXVWPHQWV��UDQJLQJ�IURP�D�����
LQFUHDVH�WR�D�����GHFUHDVH��EDVHG�RQ�WKH�YLRODWRU¶V�FRRSHUDWLRQ�RU�
QRQFRRSHUDWLRQ��ZLOOIXOQHVV�RU�QHJOLJHQFH��KLVWRU\�RI�QRQFRPSOLDQFH��DQG�
RWKHU�IDFWRUV���

��7�3�)��1XPEHU�RI�WDQN�SLSLQJ�V\VWHPV�RU�IDFLOLWLHV�LQ�YLRODWLRQ�� GHWHUPLQHG�
EDVHG�RQ�ZKHWKHU�SHQDOWLHV�DUH�DVVHVVHG�RQ�D�SHU�WDQN�SLSLQJ�V\VWHP�RU�D�
IDFLOLW\�ZLGH�EDVLV�DQG�RQ�WKH�QXPEHU�RI�WDQNV�SLSLQJ�V\VWHPV�RU�IDFLOLWLHV�LQ�
YLRODWLRQ��

'1&���'D\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU���DFFRXQWV�IRU�WKH�GXUDWLRQ�RI�WKH�
YLRODWLRQ��ZKHUH�D�YLRODWLRQ�ODVWLQJ����GD\V�RU�OHVV�KDV�D�PXOWLSOLHU�RI����D�
YLRODWLRQ�ODVWLQJ�PRUH�WKDQ����GD\V�EXW�����GD\V�RU�OHVV�KDV�D�PXOWLSOLHU�RI�
�����D�YLRODWLRQ�ODVWLQJ�PRUH�WKDQ�����GD\V�EXW�����GD\V�RU�OHVV�KDV�D�
PXOWLSOLHU�RI������D�YLRODWLRQ�ODVWLQJ�PRUH�WKDQ�����GD\V�EXW�����GD\V�RU�OHVV�
KDV�D�PXOWLSOLHU�RI������DQG�IRU�HDFK���PRQWKV��RU�IUDFWLRQ�WKHUHRI��RI�GXUDWLRQ�
WKHUHDIWHU��DQ�DGGLWLRQDO�����LV�DGGHG�WR�WKH�PXOWLSOLHU��

(60���(QYLURQPHQWDO�VHQVLWLYLW\�PXOWLSOLHU���DFFRXQWV�IRU�WKH�VHQVLWLYLW\�RI�
WKH�ORFDO�HQYLURQPHQW�DQG�SXEOLF�KHDOWK�WR�SRWHQWLDO�RU�DFWXDO�OHDNV�RU�UHOHDVHV�
IURP�WKH�WDQNV�DQG�SLSLQJ�DW�HDFK�IDFLOLW\��UDQJLQJ�IURP�ORZ�WR�KLJK��8QGHU�
WKH�RI������867�3HQDOW\�3ROLF\��WKH�HQYLURQPHQWDO�VHQVLWLYLW\�PXOWLSOLHU�
FDQQRW�EH�XVHG�WR�GHFUHDVH�D�SHQDOW\�

,QIODWLRQ�$GMXVWPHQW� 7KH�)HGHUDO�&LYLO�3HQDOWLHV�$GMXVWPHQW�$FW�RI�������
DPHQGHG�E\�WKH�'HEW�&ROOHFWLRQ�,PSURYHPHQW�$FW�RI�������DQG�WKH�)HGHUDO�&LYLO�
,QIODWLRQ�$GMXVWPHQW�$FW�,PSURYHPHQW�$FW�RI������LQFUHDVHG�WKH�VWDWXWRU\�
PD[LPXP�SHQDOW\�IRU�YLRODWLRQV�RI�5&5$�WR�DFFRXQW�IRU�LQIODWLRQ�DW�WKH�WLPH�
RI�WKH�&RPSODLQW IURP���������WR�������� SHU�GD\�SHU�YLRODWLRQ�IRU�YLRODWLRQV�
RFFXUULQJ�RQ�RU�EHIRUH�1RYHPEHU����������DQG�WR���������SHU�GD\�SHU�YLRODWLRQ
IRU�YLRODWLRQV�RFFXUULQJ�DIWHU�1RYHPEHU�����������6HH�([KLELWV�,�DQG�-��
UHVSHFWLYHO\� 7KH�FRUUHVSRQGLQJ�LQIODWLRQ�DGMXVWPHQW�IDFWRUV�DUH���������IRU�
YLRODWLRQV�WKDW�RFFXUUHG WKURXJK�'HFHPEHU�����������������IRU�YLRODWLRQV�
WKDW�RFFXUUHG�DIWHU�'HFHPEHU���������WKURXJK�1RYHPEHU����������DQG�
��������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�1RYHPEHU�����������

([SODQDWLRQ�RI�WKH�3HQDOW\�&DOFXODWLRQ

&2817�,�± )DLOXUH�WR�3HUIRUP�7DQN�5HOHDVH�'HWHFWLRQ

&RPSODLQDQW�GLG�QRW�DGG�DQ�HFRQRPLF�EHQHILW�FRPSRQHQW�WR�WKH�SHQDOW\�EHFDXVH�

5HVSRQGHQW�KDG�WDQN�UHOHDVH�GHWHFWLRQ�HTXLSPHQW�LQ�SODFH��DQG�RSHUDWLRQ�RU�PDLQWHQDQFH�FRVWV�
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DVVRFLDWHG�ZLWK�UXQQLQJ�WKH�WHVW�HYHU\����GD\V�DUH�GHHPHG�WR�EH�PLQLPDO�� 'HFODUDWLRQ�RI�0HOLVVD�

7RIIHO��SDJHV ��������

5HVSRQGHQW¶V�IDLOXUH�WR�HQVXUH�WKDW�HDFK�867�DW�WKH�)DFLOLW\�ZDV�PRQLWRUHG�DW�OHDVW�HYHU\�

���GD\V�IRU�UHOHDVHV�XVLQJ�RQH�RI�WKH�PHWKRGV�UHTXLUHG�E\�WKH�IHGHUDOO\�DXWKRUL]HG�9$�867�

5HJXODWLRQV�FRQVWLWXWHV�D�PDMRU�SRWHQWLDO�IRU�KDUP�EHFDXVH�ZLWKRXW�UHOHDVH�GHWHFWLRQ�PRQLWRULQJ�

D�UHOHDVH�PD\�JR�XQQRWLFHG�ZLWK�VHULRXV�GHWULPHQWDO�FRQVHTXHQFHV���,G� ,W�LV�D�IXQGDPHQWDO�JRDO�

RI�WKH�867�UHJXODWLRQV�WR�HQVXUH�WKDW�DQ�867�GRHV�QRW�UHOHDVH�VXEVWDQFHV�WKDW�PD\�KDUP�KXPDQ�

KHDOWK�RU�WKH�HQYLURQPHQW���,G�:KLOH�5HVSRQGHQW�LQVWDOOHG�UHOHDVH�GHWHFWLRQ�HTXLSPHQW��LW�IDLOHG�

WR�FRQVLVWHQWO\�RSHUDWH�VXFK�HTXLSPHQW�IRU�867������867������867������867�����DQG�867�

����IRU�H[WHQGHG�SHULRGV�RI�WLPH��,G��$V�WKH�PHFKDQLVP�HVWDEOLVKHG�E\�(3$�WR�HQVXUH�UHOHDVHV�

DUH�SUHYHQWHG�DQG�PLQLPL]HG�LV�WKH�UHOHDVH�GHWHFWLRQ�SURJUDP��5HVSRQGHQW¶V�IDLOXUH�WR�FRPSO\�

ZLWK�WKH�WDQN�UHOHDVH�GHWHFWLRQ�PRQLWRULQJ�UHTXLUHPHQWV�SUHVHQWV�D�VLJQLILFDQW�KDUP�WR��DQG�D�

PDMRU�GHYLDWLRQ�IURP�WKH�UHTXLUHPHQWV�RI��WKH�5&5$�UHJXODWRU\�SURJUDP���,G��&RPSODLQDQW�

IROORZHG�WKH������867�3HQDOW\ WKDW�GHVLJQDWHV�WKLV�YLRODWLRQ�DV�D�³PDMRU´�H[WHQW�RI�GHYLDWLRQ�

IURP�WKH�UHTXLUHPHQWV�DQG�³PDMRU´�SRWHQWLDO�IRU�KDUP��FRUUHVSRQGLQJ WR�D�PDWUL[�YDOXH�RI

��������,G��%DVHG�RQ�5HVSRQGHQW¶V�FRQGXFW�DQG�WKH�DYDLODEOH�HYLGHQFH��&RPSODLQDQW�GLG�QRW�

DGMXVW�WKH�PDWUL[�YDOXH�EDVHG�RQ�YLRODWRU¶V�FRQGXFW��L�H���QR�YLRODWRU�VSHFLILF�DGMXVWPHQWV��

,G��DW�SDJHV ���������

'XH�WR�WKH�LQGHSHQGHQW�REOLJDWLRQ�WR�PRQLWRU�HDFK�RI�WKH�WDQNV�IRU�UHOHDVHV�DQG�LQ�

DFFRUGDQFH�ZLWK�WKH������867�3HQDOW\�3ROLF\��&RPSODLQDQW�DSSOLHG WKH�PDWUL[�YDOXH�RQ D�SHU�

WDQN�EDVLV�IRU�HDFK�RI�5HVSRQGHQW¶V�ILYH�����WDQNV�DW�WKH�)DFLOLW\� ,G��DW�SDJHV���������

&RPSODLQDQW�GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�7DQNV��� ��WR�UDQJH�IURP�

DSSUR[LPDWHO\�����± ����GD\V��L�H���IURP�$XJXVW������WKURXJK�0DUFK�������EDVHG�RQ�WKH�
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GDWHV�5HVSRQGHQW�FRQGXFWHG�WDQN�UHOHDVH�GHWHFWLRQ�LQ�-XO\��������FRUUHVSRQGLQJ�WR�D�GD\V�RI�

QRQFRPSOLDQFH�PXOWLSOLHU�RI������,G�� &RPSODLQDQW�GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�

7DQN���WR�EH�DSSUR[LPDWHO\�����GD\V��L�H���IURP�-XO\����� WKURXJK�'HFHPEHU��������

FRUUHVSRQGLQJ�WR�D�GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI����� ,G��

'XH�WR�WKH�DYDLODEOH�HYLGHQFH��&RPSODLQDQW�GLG�QRW�LQFUHDVH WKH�PDWUL[�YDOXH�EDVHG�

RQ�VHQVLWLYLW\�RI�WKH�HQYLURQPHQW��L�H���QR�HQYLURQPHQWDO�VHQVLWLYLW\�PXOWLSOLHU����,G��DW�SDJHV

���������

$V�DOO�WKH�YLRODWLRQV�WRRN�SODFH�DIWHU�1RYHPEHU����������&RPSODLQDQW�DSSOLHG�WKH�

DSSOLFDEOH�LQIODWLRQDU\�DGMXVWPHQW�IRU�WKH�YLRODWLRQV�LV����������,G��DW SDJH�����������

&RPSODLQDQW¶V�SHQDOW\�FDOFXODWLRQ�FDQ�EH�H[SUHVVHG�QXPHULFDOO\�DV�

7DQNV�������������[���867V�[�����'1&�[���������� �������
7DQN������������[���867�[�����'1&�[������������������������������� � �����
7RWDO�&RXQW�� ������� ,G�

&2817���± )DLOXUH�WR�3HUIRUP�$XWRPDWLF�/LQH�/HDN�'HWHFWRU�7HVWLQJ

&RPSODLQDQW�GRHV�QRW�SRVVHVV�DQ\�HYLGHQFH�RI�WKH�DFWXDO�FRVW�RI�5HVSRQGHQW¶V

DXWRPDWLF�OLQH�OHDN�GHWHFWRU�OLQH�WLJKWQHVV�WHVWLQJ�DQG�FRQVHTXHQWO\�XVHG�D FRQVHUYDWLYH

HVWLPDWHG�FRVW�RI�������DQG�QRQFRPSOLDQFH�SHULRGV�RI�$XJXVW���������WKURXJK�6HSWHPEHU�����

�����IRU�SLSLQJ�DVVRFLDWHG�ZLWK�7DQN����DQG�RI�$XJXVW���������WKURXJK�1RYHPEHU���������DQG�

1RYHPEHU���������WKURXJK�6HSWHPEHU����������IRU�SLSLQJ�DVVRFLDWHG�ZLWK�7DQNV������DQG����DV�

³LQSXWV´�WR�WKH�%(1 VRIWZDUH�SURJUDP���,G��DW�SDJH����������� &RPSODLQDQW�DGGHG�DQ�HFRQRPLF�

EHQHILW�FRPSRQHQW�RI������IRU�SLSLQJ�DVVRFLDWHG�ZLWK�7DQN���DQG��������IRU�SLSLQJ�DVVRFLDWHG�

ZLWK�7DQNV������DQG����FRQVLVWHQW�ZLWK�WKH�%(1�PRGHO�FDOFXODWLRQV��,G�

,W�LV�FULWLFDOO\�LPSRUWDQW�WKDW�IDFLOLW\�RZQHUV�DQG�RSHUDWRUV�XWLOL]H�HIIHFWLYH�PHWKRGV�RI�

GHWHFWLQJ�UHOHDVHV�IURP�XQGHUJURXQG�SLSLQJ�DVVRFLDWHG�867V��HVSHFLDOO\�IRU�SLSLQJ�WKDW�FRQYH\V�
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UHJXODWHG�VXEVWDQFHV�XQGHU�SUHVVXUH���,G��� 7KH�SUHYHQWLRQ�DQG�GHWHFWLRQ�RI�OHDNV�DUH�WKH�

FRUQHUVWRQHV�RI�WKH�867�UHJXODWRU\�SURJUDP���,G���5HVSRQGHQW¶V�IDLOXUH�WR�SHUIRUP�DQ�DQQXDO�WHVW�

RI�WKH�IXQFWLRQDOLW\�RI�WKH�OLQH�OHDN�GHWHFWRUV�IRU�WKH�XQGHUJURXQG�SLSLQJ�DVVRFLDWHG�ZLWK�867�

�����867�����867������PDQLIROGHG���867�����DQG�867�����SUHVHQWHG�D�VXEVWDQWLDO�ULVN�WKDW�D�

OHDN�ZRXOG�JR�XQGHWHFWHG���,G���5HVSRQGHQW¶V�IDLOXUH�WR�FRPSO\�ZLWK�WKH�DXWRPDWLF�OLQH�OHDN�

GHWHFWRU�WHVWLQJ�UHTXLUHPHQWV�SUHVHQWV�D�VLJQLILFDQW�KDUP�WR��DQG�D�PDMRU�GHYLDWLRQ�IURP�WKH�

UHTXLUHPHQWV�RI��WKH�5&5$�UHJXODWRU\�SURJUDP���,G���&RPSODLQDQW�IROORZHG�WKH������867�

3HQDOW\�3ROLF\�WKDW�GHVLJQDWHV�WKLV�YLRODWLRQ�D�³PDMRU´�H[WHQW�RI�GHYLDWLRQ�IURP�WKH�

UHTXLUHPHQWV�DQG�³PDMRU´�SRWHQWLDO�IRU�KDUP� FRUUHVSRQGLQJ WR�D�PDWUL[�YDOXH�RI ��������,G��

%DVHG�RQ�5HVSRQGHQW¶V�FRQGXFW�DQG�WKH�DYDLODEOH�HYLGHQFH��(3$�LV�QRW�DGMXVWLQJ�WKH�PDWUL[�

YDOXH�EDVHG�RQ�YLRODWRU¶V�FRQGXFW��L�H���QR�YLRODWRU�VSHFLILF�DGMXVWPHQWV�� ,G��DW�SDJHV �������

��

'XH�WR�WKH�LQGHSHQGHQW�REOLJDWLRQ�WR�WHVW�HDFK�OHDN�GHWHFWRU�RQ�DQQXDO�EDVLV�DQG�LQ�

DFFRUGDQFH�ZLWK�WKH������867�3HQDOW\�3ROLF\��&RPSODLQDQW�DSSOLHG�WKH�PDWUL[�YDOXH�IRU�WKLV�

YLRODWLRQ�W\SH�LV�DSSOLHG�RQ�D�SHU�SLSLQJ�V\VWHP�EDVLV IRU�HDFK�RI�5HVSRQGHQW¶V�IRXU�����

SLSLQJ�V\VWHPV�DW�WKH�)DFLOLW\� ,G� DW�SDJHV�����������

&RPSODLQDQW�GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�WKH�SLSLQJ�DVVRFLDWHG�ZLWK�

7DQN���WR�EH�DSSUR[LPDWHO\�������GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�WKH�WHVWLQJ�

GDWH�RI�6HSWHPEHU������������FRUUHVSRQGLQJ�WR�D�GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI�����

,G�� &RPSODLQDQW KDV�GHWHUPLQHG�WKDW�WKHUH�ZHUH�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�

WKURXJK�'HFHPEHU����������UHSUHVHQWLQJ����������������RI�WKH�QRQFRPSOLDQFH�

SHULRG������GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�'HFHPEHU���������WKURXJK�

1RYHPEHU��� ������UHSUHVHQWLQJ�����������������RI�WKH�QRQFRPSOLDQFH�SHULRG��DQG�
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����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�1RYHPEHU����������������������UHSUHVHQWLQJ�

����RI�WKH�QRQFRPSOLDQFH�SHULRG���,G�

&RPSODLQDQW�GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�WKH�SLSLQJ�DVVRFLDWHG�ZLWK�

7DQNV������DQG���WR�EH�DSSUR[LPDWHO\�������GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�

5HVSRQGHQW¶V�OLQH�OHDN�GHWHFWRU�WHVWLQJ�GDWH�RI�1RYHPEHU���������DQG�IURP�1RYHPEHU����

�����WKURXJK�5HVSRQGHQW¶V�OLQH�OHDN�GHWHFWRU�WHVWLQJ�GDWH�RI�6HSWHPEHU������������

FRUUHVSRQGLQJ�WR�D�GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI����� ,G� &RPSODLQDQW�KDV�

GHWHUPLQHG�WKDW�WKHUH�ZHUH����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�WKURXJK�'HFHPEHU����

������UHSUHVHQWLQJ����������������RI�WKH�QRQFRPSOLDQFH�SHULRG������GD\V�RI�

YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�'HFHPEHU���������WKURXJK�1RYHPEHU����������

UHSUHVHQWLQJ�����������������RI�WKH�QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�

WKDW�RFFXUUHG�DIWHU�1RYHPEHU����������UHSUHVHQWLQJ�����������������RI�WKH�

QRQFRPSOLDQFH�SHULRG���,G��

'XH�WR�WKH�DYDLODEOH�HYLGHQFH��&RPSODLQDQW�GLG�QRW�LQFUHDVH WKH�PDWUL[�YDOXH�EDVHG�

RQ�VHQVLWLYLW\�RI�WKH�HQYLURQPHQW��L�H���QR�HQYLURQPHQWDO�VHQVLWLYLW\�PXOWLSOLHU����,G��DW�SDJHV�

���������

&RPSODLQDQW�DSSOLHG�WKH�LQIODWLRQ�DGMXVWPHQW�IDFWRUV�RI �������IRU�YLRODWLRQV�WKDW�

RFFXUUHG WKURXJK�'HFHPEHU�����������������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�

'HFHPEHU���������WKURXJK�1RYHPEHU����������DQG���������IRU�YLRODWLRQV�WKDW�

RFFXUUHG�DIWHU�1RYHPEHU��������� ,G� DW�SDJHV�����������&RPSODLQDQW¶V�SHQDOW\�FDOFXODWLRQ�

FDQ�EH�H[SUHVVHG�QXPHULFDOO\�DV�

7DQN����
(FRQRPLF�%HQHILW� �����
*UDYLW\���������[��867�[����'1&�>���������������������� ����������������������@ �������



'RFNHW�1R���5&5$�������������

ͳ͵

7DQNV������DQG���
(FRQRPLF�%HQHILW� �������
*UDYLW\���������[��867�[����'1&�>���������������������� ����������������������@ �������

7RWDO�&RXQW�� ������� ,G�

&2817���± )DLOXUH�WR�3HUIRUP�3LSLQJ�5HOHDVH�'HWHFWLRQ

&RPSODLQDQW�DFFRXQWHG�IRU�WKH�HFRQRPLF�EHQHILW�5HVSRQGHQW�JDLQHG�IURP�WKLV�YLRODWLRQ�

DORQJ�ZLWK�&RXQW���DV�OLQH�WLJKWQHVV�DQG�OLQH�OHDN�GHWHFWRU�WHVWV�DUH�RIWHQ�FRQGXFWHG�DW�WKH�VDPH�

WLPH���,G��DW�SDJHV������������

$V�GLVFXVVHG�DERYH��LW�LV�FULWLFDOO\�LPSRUWDQW�WKDW�IDFLOLW\�RZQHUV�DQG�RSHUDWRUV�XWLOL]H�

HIIHFWLYH�PHWKRGV�RI�GHWHFWLQJ�UHOHDVHV�IURP�XQGHUJURXQG�SLSLQJ�DVVRFLDWHG�867V��HVSHFLDOO\�IRU�

SLSLQJ�WKDW�FRQYH\V�UHJXODWHG�VXEVWDQFHV�XQGHU�SUHVVXUH���,G� 7KH�SUHYHQWLRQ�DQG�GHWHFWLRQ�RI�

OHDNV�DUH�WKH�FRUQHUVWRQHV�RI�WKH�867�UHJXODWRU\�SURJUDP���,G��5HVSRQGHQW¶V�IDLOXUH�WR�SHUIRUP�

DQ�DQQXDO�OLQH�WLJKWQHVV�WHVW�RU�PRQWKO\�PRQLWRULQJ�RI�XQGHUJURXQG�SLSLQJ�DVVRFLDWHG�ZLWK�867�

�����867�����867������PDQLIROGHG���867���� DQG�867�����SUHVHQWHG�D�VXEVWDQWLDO�ULVN�WKDW�D�

OHDN�ZRXOG�JR�XQGHWHFWHG��,G���&RPSODLQDQW�IROORZHG�WKH������867�3HQDOW\�3ROLF\�WKDW�

GHVLJQDWHV�WKLV�YLRODWLRQ D�³PDMRU´�H[WHQW�RI�GHYLDWLRQ�IURP�WKH�UHTXLUHPHQWV�DQG�³PDMRU´�

SRWHQWLDO�IRU�KDUP��FRUUHVSRQGLQJ WR�D�PDWUL[�YDOXH�RI ������� ,G�� %DVHG�RQ�5HVSRQGHQW¶V�

FRQGXFW�DQG�WKH�DYDLODEOH�HYLGHQFH��(3$�LV�QRW�DGMXVWLQJ�WKH�PDWUL[�YDOXH�EDVHG�RQ�YLRODWRU¶V�

FRQGXFW��L�H���QR�YLRODWRU�VSHFLILF�DGMXVWPHQWV�� ,G��DW�SDJHV ���������

'XH�WR�WKH�LQGHSHQGHQW�REOLJDWLRQ�WR�PRQLWRU�HDFK�SLSLQJ�V\VWHP�IRU�UHOHDVHV�DQG�LQ�

DFFRUGDQFH�ZLWK�WKH������867�3HQDOW\�3ROLF\��&RPSODLQDQW�DSSOLHG�WKH�PDWUL[�YDOXH�IRU�WKLV�

YLRODWLRQ�W\SH�RQ�D�SHU�SLSLQJ�V\VWHP�EDVLV IRU�HDFK�RI�5HVSRQGHQW¶V�IRXU�����SLSLQJ�V\VWHPV

DW�WKH�)DFLOLW\� ,G� DW�SDJHV ������������
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&RPSODLQDQW�GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�WKH�SLSLQJ�DVVRFLDWHG�ZLWK�

7DQN�� WR�EH DSSUR[LPDWHO\�������GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�

5HVSRQGHQW¶V�OLQH�WLJKWQHVV�WHVWLQJ�GDWH�RI�6HSWHPEHU������������FRUUHVSRQGLQJ�WR�D�GD\V�RI�

QRQFRPSOLDQFH�PXOWLSOLHU�RI������,G�� &RPSODLQDQW�KDV�GHWHUPLQHG�WKDW�WKHUH�ZHUH�����

GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�WKURXJK�'HFHPEHU����������UHSUHVHQWLQJ����

������������RI�WKH�QRQFRPSOLDQFH�SHULRG������GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�

'HFHPEHU���������WKURXJK�1RYHPEHU����������UHSUHVHQWLQJ�����������������RI�WKH�

QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�1RYHPEHU����

������������������UHSUHVHQWLQJ�����RI�WKH�QRQFRPSOLDQFH�SHULRG��,G��

&RPSODLQDQW�GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�WKH�SLSLQJ�DVVRFLDWHG�ZLWK�

7DQNV������DQG���WR�EH�DSSUR[LPDWHO\�������GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�

5HVSRQGHQW¶V�OLQH�WLJKWQHVV�WHVWLQJ�GDWH�RI�1RYHPEHU���������DQG�IURP�1RYHPEHU���������

WKURXJK�5HVSRQGHQW¶V�OLQH�WLJKWQHVV�WHVWLQJ�GDWH�RI�6HSWHPEHU������������FRUUHVSRQGLQJ�WR�D�

GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI����� ,G��&RPSODLQDQW�KDV�GHWHUPLQHG�WKDW�WKHUH�

ZHUH����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�WKURXJK�'HFHPEHU����������UHSUHVHQWLQJ����

������������RI�WKH�QRQFRPSOLDQFH�SHULRG������GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�

'HFHPEHU���������WKURXJK�1RYHPEHU����������UHSUHVHQWLQJ�����������������RI�WKH�

QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�1RYHPEHU����

������UHSUHVHQWLQJ�����������������RI�WKH�QRQFRPSOLDQFH�SHULRG��,G�

'XH�WR�WKH�DYDLODEOH�HYLGHQFH��&RPSODLQDQW�GLG�QRW�LQFUHDVH WKH�PDWUL[�YDOXH�EDVHG�

RQ�VHQVLWLYLW\�RI�WKH�HQYLURQPHQW��L�H���QR�HQYLURQPHQWDO�VHQVLWLYLW\�PXOWLSOLHU����,G��DW�SDJHV�

���������
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&RPSODLQDQW�DSSOLHG�WKH�LQIODWLRQ�DGMXVWPHQW�IDFWRUV�RI �������IRU�YLRODWLRQV�WKDW�

RFFXUUHG WKURXJK�'HFHPEHU�����������������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�

'HFHPEHU���������WKURXJK�1RYHPEHU����������DQG���������IRU�YLRODWLRQV�WKDW�

RFFXUUHG�DIWHU�1RYHPEHU����������,G�� DW�SDJHV ������������&RPSODLQDQW¶V�SHQDOW\�

FDOFXODWLRQ�FDQ�EH�H[SUHVVHG�QXPHULFDOO\�DV�

7DQN����
(FRQRPLF�%HQHILW� � �������
*UDYLW\���������[��867�[����'1&�>���������������������� ����������������������@ �������

7DQNV������DQG���
(FRQRPLF�%HQHILW� ���������
*UDYLW\���������[��867�[����'1&�>���������������������� ����������������������@ �������
7RWDO�&RXQW���� ������� ,G�

&2817���± )DLOXUH�WR�+DYH�2YHUILOO�3UHYHQWLRQ�(TXLSPHQW

&RPSODLQDQW�GRHV�QRW�SRVVHVV�DQ\�HYLGHQFH�RI�WKH�DFWXDO�FRVW�RI�WKH�GURS�WXEHV�XVHG�

IRU�RYHUILOO�SURWHFWLRQ��DQG�FRQVHTXHQWO\�XVHG�D FRQVHUYDWLYH HVWLPDWHG�FRVW�RI������SHU GURS�

WXEH���,G� DW�SDJHV ������������&RPSODLQDQW�XVHG�WKLV�HVWLPDWH�WRJHWKHU�ZLWK�D�FRQWDFWRU�LQYRLFH�

UHIOHFWLQJ������IRU�ODERU�WR�LQVWDOO�WKH�GURS�WXEHV��DQG�D�QRQFRPSOLDQFH�SHULRG�RI�$XJXVW���������

WKURXJK�$SULO�����������DV�³LQSXWV´�WR�WKH�%(1 VRIWZDUH�SURJUDP���,G�� &RPSODLQDQW�DGGHG�DQ

HFRQRPLF�EHQHILW�FRPSRQHQW�RI����� IRU�LQVWDOOLQJ�GURS�WXEHV�RQ�WKH�7DQN�������������DQG���

867�V\VWHPV�FRQVLVWHQW�ZLWK�WKH�%(1�PRGHO�FDOFXODWLRQV��,G��

,W�LV�FULWLFDOO\�LPSRUWDQW�WKDW�IDFLOLW\�RZQHUV�DQG�RSHUDWRUV�XWLOL]H�HIIHFWLYH�PHWKRGV�IRU�

SUHYHQWLQJ�UHOHDVHV�DW�WKH�WLPH�SURGXFW�LV�EHLQJ�WUDQVIHUUHG�WR�867�V\VWHPV��,G��7KH�SUHYHQWLRQ�

RI�UHOHDVHV�LV�DQ�LPSRUWDQW�FRPSRQHQW�RI�WKH�867�UHJXODWRU\�SURJUDP���,G��5HVSRQGHQW¶V�IDLOXUH�

WR�KDYH�HTXLSPHQW�WR�SUHYHQW�RYHUILOOLQJ�GXULQJ�WKH�WUDQVIHU�RI�SURGXFW�RQ�WKH�867������867�

�����867������867�����DQG�867�����867�V\VWHPV�SUHVHQWHG�D�VXEVWDQWLDO�ULVN�RI�KDUP�WR�

KXPDQ�KHDOWK�RU�WKH�HQYLURQPHQW�DVVRFLDWHG�ZLWK�D�UHOHDVH��,G��&RPSODLQDQW�IROORZHG�WKH������



'RFNHW�1R���5&5$�������������

ͳ͸

867�3HQDOW\�3ROLF\�WKDW�GHVLJQDWHV�WKLV�YLRODWLRQ D�³PDMRU´ H[WHQW�RI�GHYLDWLRQ�IURP�WKH�

UHTXLUHPHQWV�DQG�³PRGHUDWH´�SRWHQWLDO�IRU�KDUP��ZKLFK�FRUUHVSRQGV�WR�D�PDWUL[�YDOXH�RI

������,G� %DVHG�RQ�5HVSRQGHQW¶V�FRQGXFW�DQG�WKH�DYDLODEOH�HYLGHQFH��(3$�LV�QRW�DGMXVWLQJ�WKH�

PDWUL[�YDOXH�EDVHG�RQ�YLRODWRU¶V�FRQGXFW��L�H���QR�YLRODWRU�VSHFLILF�DGMXVWPHQWV�� ,G��DW�SDJHV

���������

'XH�WR�WKH�LQGHSHQGHQW�REOLJDWLRQ�WR�KDYH�RYHUILOO�SURWHFWLRQ�HTXLSPHQW�RQ�HDFK�WDQN�

V\VWHP�DQG�LQ�DFFRUGDQFH�ZLWK�WKH������867�3HQDOW\�3ROLF\��&RPSODLQDQW�DSSOLHG�WKH�PDWUL[�

YDOXH�IRU�WKLV�YLRODWLRQ�W\SH�RQ�D�SHU�WDQN�V\VWHP�EDVLV IRU�HDFK�RI�5HVSRQGHQW¶V�ILYH ����

WDQN�V\VWHPV�DW�WKH�)DFLOLW\��,G� DW�SDJHV�����������

&RPSODLQDQW�GHWHUPLQHG�WKH QRQFRPSOLDQFH�SHULRG�IRU�7DQNV������������DQG���WR�EH

DSSUR[LPDWHO\�������GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�5HVSRQGHQW¶V�RYHUILOO�

LQVWDOODWLRQ�GDWHV�RI�$SULO����DQG������������FRUUHVSRQGLQJ�WR�D�GD\V�RI�QRQFRPSOLDQFH�

PXOWLSOLHU�RI����� ,G�� &RPSODLQDQW KDV�GHWHUPLQHG�WKDW�WKHUH�ZHUH�����GD\V�RI�YLRODWLRQ�

WKDW�RFFXUUHG�WKURXJK�'HFHPEHU����������UHSUHVHQWLQJ����������������RI�WKH�

QRQFRPSOLDQFH�SHULRG������GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�'HFHPEHU���������

WKURXJK�1RYHPEHU����������UHSUHVHQWLQJ�����������������RI�WKH�QRQFRPSOLDQFH�

SHULRG��DQG���� GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�1RYHPEHU����������������������

UHSUHVHQWLQJ�����RI�WKH�QRQFRPSOLDQFH�SHULRG���,G�

'XH�WR�WKH�DYDLODEOH�HYLGHQFH��&RPSODLQDQW�GLG�QRW�LQFUHDVH WKH�PDWUL[�YDOXH�EDVHG�

RQ�VHQVLWLYLW\�RI�WKH�HQYLURQPHQW��L�H���QR�HQYLURQPHQWDO�VHQVLWLYLW\�PXOWLSOLHU����,G��DW�SDJHV�

���������

&RPSODLQDQW�DSSOLHG�WKH�LQIODWLRQ�DGMXVWPHQW�IDFWRUV�RI �������IRU�YLRODWLRQV�WKDW�

RFFXUUHG WKURXJK�'HFHPEHU�����������������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�
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'HFHPEHU���������WKURXJK�1RYHPEHU����������DQG���������IRU�YLRODWLRQV�WKDW�

RFFXUUHG�DIWHU�1RYHPEHU��������� ,G� DW�SDJHV������������ &RPSODLQDQW¶V�SHQDOW\�FDOFXODWLRQ�

FDQ�EH�H[SUHVVHG�QXPHULFDOO\�DV�

7DQN������������DQG����
(FRQRPLF�%HQHILW� ����
*UDYLW\�������[��867�[����'1&�>���������������������� ����������������������@ ���������
7RWDO�&RXQW�� ������� ,G�

&2817���± )DLOXUH�WR�7HVW�&DWKRGLF�3URWHFWLRQ�6\VWHP

&RPSODLQDQW�XVHG�D�FRQWDFWRU�LQYRLFH�UHIOHFWLQJ����� WR FRQGXFW�WKH�FDWKRGLF�SURWHFWLRQ�

V\VWHP�WHVWLQJ��DQG�D�QRQFRPSOLDQFH�SHULRG�RI�$SULO����������WKURXJK�'HFHPEHU�������� DV�

³LQSXWV´�WR�WKH�%(1 VRIWZDUH�SURJUDP���,G��DW�SDJHV ������������� &RPSODLQDQW�DGGHG�DQ�

HFRQRPLF�EHQHILW�FRPSRQHQW�RI���� IRU�LWV�ODWH�FDWKRGLF�SURWHFWLRQ�WHVWLQJ�DW�WKH�)DFLOLW\

FRQVLVWHQW�ZLWK�WKH�%(1�PRGHO�FDOFXODWLRQV��,G��

&DWKRGLF�SURWHFWLRQ�V\VWHPV�PXVW�EH�WHVWHG�IRU�SURSHU�RSHUDWLRQ�LQ�RUGHU�WR�SUHYHQW�

UHOHDVHV�IURP�VWHHO�867�WKDW�KDYH�FRUURGHG�� ,G�� (VSHFLDOO\�GXH�WR�WKH�DJH�RI�WKH�867�V\VWHPV�DW�

WKH�)DFLOLW\��5HVSRQGHQW¶V�IDLOXUH�WR�FRQGXFW���\HDU�WHVWLQJ�RI�LWV�FDWKRGLF�SURWHFWLRQ�V\VWHP�

SRVHG�D�PDMRU�ULVN�RI�KDUP�WR�KXPDQ�KHDOWK�DQG�WKH�HQYLURQPHQW�DV�GHPRQVWUDWHG�E\�

5HVSRQGHQW¶V�'HFHPEHU���������FDWKRGLF�SURWHFWLRQ�WHVW�ZKLFK�VKRZHG�D�IDLOLQJ�UHVXOW���,G����

&RPSODLQDQW�IROORZHG�WKH������867�3HQDOW\�3ROLF\�WKDW�GHVLJQDWHV�WKLV�YLRODWLRQ D�³PDMRU´

H[WHQW�RI�GHYLDWLRQ�IURP�WKH�UHTXLUHPHQWV�DQG�³PRGHUDWH´�SRWHQWLDO�IRU�KDUP��ZKLFK�

FRUUHVSRQGV�WR�D�PDWUL[�YDOXH�RI ������,G� %DVHG�RQ�5HVSRQGHQW¶V�FRQGXFW�DQG�WKH�DYDLODEOH�

HYLGHQFH��(3$�LV�QRW�DGMXVWLQJ�WKH�PDWUL[�YDOXH�EDVHG�RQ�YLRODWRU¶V�FRQGXFW��L�H���QR�YLRODWRU�

VSHFLILF�DGMXVWPHQWV�� ,G��DW�SDJH���������� &RPSODLQDQW�DVVHVVHG�WKH�PDWUL[�YDOXH�IRU�WKLV�

YLRODWLRQ�W\SH�RQ�D�SHU�)DFLOLW\�EDVLV� ,G��DW�SDJHV �������������
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&RPSODLQDQW�GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�WKH�)DFLOLW\�WR�EH�

DSSUR[LPDWHO\�����GD\V��L�H���IURP�$SULO����������WKURXJK�5HVSRQGHQW¶V�FDWKRGLF�SURWHFWLRQ�

V\VWHP�WHVW�GDWH�RI�'HFHPEHU�����������FRUUHVSRQGLQJ�WR�D�GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�

RI������,G���(3$�KDV�GHWHUPLQHG�WKDW�WKHUH�ZHUH�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�

DIWHU�'HFHPEHU���������WKURXJK�1RYHPEHU����������UHSUHVHQWLQJ���������������RI�

WKH�QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�1RYHPEHU����

����������������UHSUHVHQWLQJ�����RI�WKH�QRQFRPSOLDQFH�SHULRG��,G��

'XH�WR�WKH�DYDLODEOH�HYLGHQFH��&RPSODLQDQW�GLG�QRW�LQFUHDVH WKH�PDWUL[�YDOXH�EDVHG�

RQ�VHQVLWLYLW\�RI�WKH�HQYLURQPHQW��L�H���QR�HQYLURQPHQWDO�VHQVLWLYLW\�PXOWLSOLHU����,G��DW�SDJHV�

���������

&RPSODLQDQW�DSSOLHG�WKH�LQIODWLRQ�DGMXVWPHQW�IDFWRUV�RI �������IRU�YLRODWLRQV�WKDW�

RFFXUUHG�DIWHU�'HFHPEHU���������WKURXJK�1RYHPEHU����������DQG���������IRU�

YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�1RYHPEHU����������,G��DW�SDJHV ������������&RPSODLQDQW¶V�

SHQDOW\�FDOFXODWLRQ�FDQ�EH�H[SUHVVHG�QXPHULFDOO\�DV�

7DQNV�������������DQG����
(FRQRPLF�%HQHILW� ���
*UDYLW\�������[��)$&�[����'1&�>������ ����������������������@ �� ������
7RWDO�&RXQW��� ������ ,G�

727$/�3(1$/7<������������������� ��������� ��������� ���������� �����������

$V�WKH�SHQDOW\�IDFWRUV�XQGHU�5&5$�DUH�OLPLWHG�WR�WKH�³VHULRXVQHVV�RI�WKH�YLRODWLRQ´�DQG�

³JRRG�IDLWK´�HIIRUWV�WR�FRPSO\��FRQVLGHUDWLRQ�RI�³DELOLW\�WR�SD\´�LV�QRW�SDUW�RI�(3$¶V¶�SULPD�IDFLH�

EXUGHQ�LQ�GHWHUPLQLQJ�D�SHQDOW\�DPRXQW��,Q�UH�&DUUROO�2LO�&RPSDQ\��5&5$��������$SSHDO�1R��

�������VOLS�RS�DW��������($%��-XO\ �����������FLWLQJ ,Q�UH�&HQW��3DLQW�	�%RG\�6KRS��,QF�� ��

(�$�'���������������&-2��������³5&5$��KRZHYHU��GRHV�QRW�LQFOXGH�DELOLW\�WR�SD\�DV�RQH�RI�WKH�

IDFWRUV�WKDW�(3$�PXVW�FRQVLGHU�LQ�DVVHVVLQJ�D�SHQDOW\��DQG�&RQJUHVV�FHUWDLQO\�NQHZ�KRZ�WR�
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LQFOXGH�VXFK�D�IDFWRU�LQ�DQ�HQYLURQPHQWDO�VWDWXWH�LI�LW�VR�GHVLUHG��7KH�ORJLFDO�FRQFOXVLRQ�LV�WKDW�

DELOLW\�WR�SD\�LV�QRW�DQ�HOHPHQW�RI�(3$¶V�SURRI�´���IRRWQRWH�RPLWWHG���7KH�(QYLURQPHQWDO�

$SSHDOV�%RDUG��³($%´��KDV�FODULILHG�WKDW�D�UHVSRQGHQW�PXVW�UDLVH�DQG�SURYH�³DELOLW\�WR�SD\´�DV�

DQ�DIILUPDWLYH�GHIHQVH LQ�5&5$�PDWWHUV��DQG�WKDW�XQGHU�WKH�&RQVROLGDWHG�5XOHG�RI�3UDFWLFH�³WKH�

UHVSRQGHQW�KDV�WKH�EXUGHQV�RI�SUHVHQWDWLRQ�DQG�SHUVXDVLRQ�IRU�DQ\�DIILUPDWLYH�GHIHQVHV�´�,G�� ���

&�)�5������������6HH�DOVR�,Q�UH�%LO�'U\�&RUS���5&5$��������$SSHDO�1R��������VOLS�RS��DW�������

�($%��-DQ�������������&HQW��3DLQW����(�$�'��DW�������� &RPSODLQDQW�LQIRUPHG�5HVSRQGHQW�RI�LWV�

UHVSRQVLELOLW\�WR�UDLVH�DQG�VXEVWDQWLDWH�DQ µDELOLW\�WR�SD\¶�FODLP�LQ�VHYHUDO�ILOLQJV�LQ�WKH�FRXUVH�RI�

WKLV�SURFHHGLQJ LQFOXGLQJ�LQ�LWV�-XO\����������&RPSODLQW��SDJH������2FWREHU����������3UH�

+HDULQJ�([FKDQJH��SDJH�����DQG�1RYHPEHU����������5HEXWWDO�3UH�+HDULQJ�([FKDQJH��SDJH����

7R�GDWH��5HVSRQGHQW�KDV�QRW�PDGH D IRUPDO µDELOLW\�WR�SD\¶�FODLP�QRU�KDV�LW�SURYLGHG�DQ\�

VXEVWDQWLDWLQJ�GRFXPHQWDWLRQ�LQ�LWV�UHVSRQVH�WR�(3$¶V�&RPSODLQW�RU�RWKHU�ILOLQJV� LQ�WKLV�PDWWHU����

&RQVHTXHQWO\��5HVSRQGHQW�IDLOHG�WR�PHHW�LWV�EXUGHQ�XQGHU����&�)�5�� ������RI�WKH�&RQVROLGDWHG�

5XOHV�RI�3UDFWLFH DV�VHW�IRUWK�E\�WKH�($% WR�HVWDEOLVK�WKDW�LW�GRHV�QRW�KDYH�DQ�DELOLW\�WR�SD\�

(3$¶V�SURSRVHG�SHQDOW\���

&RPSODLQDQW�DFNQRZOHGJHV WKDW�5HVSRQGHQW�LQIRUPDOO\�H[SUHVVHG�FRQFHUQ�RI�LWV�DELOLW\�WR�

SD\�D�VXEVWDQWLDO�SHQDOW\�LQ�VHWWOHPHQW�QHJRWLDWLRQV�DQG�SURYLGHG�VXSSRUWLQJ�GRFXPHQWDWLRQ�

LQFOXGLQJ 8�6��,QGLYLGXDO�,QFRPH�7D[�5HWXUQV��)RUP������ IRU�\HDUV������������DQG�������DQG�D�

SDUWLDOO\�FRPSOHWHG�&ROOHFWLRQ�,QIRUPDWLRQ�6WDWHPHQW�IRU�:DJH�(DUQHUV�DQG�6HOI�(PSOR\HG�

,QGLYLGXDOV �³&,6´�� 'HVSLWH�UHSHDWHG�(3$�DWWHPSWV WR�HOLFLW LQIRUPDWLRQ�RPLWWHG�IURP�LWV�&,6�

͸ 7KRXJK�LW�ZDV�UHSUHVHQWHG�WKDW�5HVSRQGHQW¶V�SULQFLSDO�KDG�WUDYHOHG�WR�,QGLD�WR�UHFHLYH�PHGLFDO�WUHDWPHQW�KH�FRXOG�
QRW�DIIRUG�KHUH�LQ�WKH�8�6�LQ�DQ 2FWREHU����������OHWWHU�ILOHG�RQ�EHKDOI�RI�5HVSRQGHQW�RQ�2FWREHU�����������QR�
DELOLW\�WR�SD\�RU�ILQDQFLDO�KDUGVKLS�FODLPV�KDYH�EHHQ�PDGH�LQ�FRQQHFWLRQ�ZLWK�WKH�SD\PHQW�RI�D�VXEVWDQWLDO�SHQDOW\�LQ�
DQ\�RI�5HVSRQGHQW¶V�ILOLQJV�LQ�WKLV�PDWWHU���
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LQFOXGLQJ�D OHWWHU�GDWHG�$SULO�������� VHWWLQJ�IRUWK�WKH�VSHFLILF�LQIRUPDWLRQ�VRXJKW�DV�ZHOO�DV�DQ�

RSWLRQDO�IRUP�LQ�ZKLFK�WR�SURYLGH�LW��5HVSRQGHQW�IDLOHG�WR�SURYLGH�WKH�UHTXHVWHG�LQIRUPDWLRQ���

6HH�([KLELW�.���%DVHG RQ�WKH�DYDLODEOH�LQIRUPDWLRQ� &RPSODLQDQW¶V�ILQDQFLDO�DQDO\VWV�ZDV�QRW�

DEOH�WR�FRQFOXGH�WKDW�5HVSRQGHQW�LV�XQDEOH�WR�SD\�WKH�SURSRVHG�SHQDOW\�RI������������6HH�

'HFODUDWLRQ�RI�+DUU\�5��6WHLQPHW]���

,,,� &21&/86,21

)RU�WKH�IRUJRLQJ�UHDVRQV�WKH�5HJLRQDO�-XGLFLDO�2IILFHU�VKRXOG�LVVXH�D�'HIDXOW�2UGHU�

DJDLQVW�5HVSRQGHQW�RUGHULQJ�5HVSRQGHQW�WR�SD\�D�FLYLO�SHQDOW\�RI����������

5HVSHFWIXOO\�VXEPLWWHG�
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'RFNHW�1R��5&5$��������������

3URFHHGLQJ�8QGHU�6HFWLRQ������RI�WKH�
5HVRXUFH�&RQVHUYDWLRQ�DQG�5HFRYHU\�
$FW��DV�DPHQGHG�����8�6�&��6HFWLRQ�
����H�

'(&/$5$7,21�2)�0(/,66$�72))(/

� ,��0HOLVVD�7RIIHO��KHUHE\�GHFODUH�WKDW�

�� ,�DP�FXUUHQWO\�HPSOR\HG�DV�DQ�(QYLURQPHQWDO�3URWHFWLRQ�6SHFLDOLVW��FUHGHQWLDOHG�

,QVSHFWRU��DQG�&DVH�'HYHORSPHQW 2IILFHU�ZLWK�WKH�(QIRUFHPHQW�DQG�&RPSOLDQFH�

$VVXUDQFH�'LYLVLRQ �IRUPHUO\�WKH�/DQG�DQG�&KHPLFDOV�'LYLVLRQ DQG�:DVWH�DQG�

&KHPLFDOV�0DQDJHPHQW�'LYLVLRQ���8�6��(3$��5HJLRQ�,,,��� ,�KDYH�EHHQ�HPSOR\HG�LQ�WKLV�

FDSDFLW\�VLQFH������� �

�� $V�DQ�(QYLURQPHQWDO�3URWHFWLRQ�6SHFLDOLVW�DQG�FUHGHQWLDOHG�,QVSHFWRU�ZLWK�WKH�

(QIRUFHPHQW�DQG�&RPSOLDQFH�$VVXUDQFH�'LYLVLRQ��P\�GXWLHV�LQFOXGH�LQYHVWLJDWLYH�ZRUN�

WR�GHWHUPLQH�FRPSOLDQFH�ZLWK�6XEWLWOH�,�RI�WKH�5HVRXUFH�&RQVHUYDWLRQ�DQG�5HFRYHU\�$FW�

�³5&5$�,´��DQG�(3$¶V�XQGHUJURXQG�VWRUDJH�WDQN��³867´��UHJXODWLRQV�DW����&�)�5��3DUW�

����� � $V�D�&RPSOLDQFH�2IILFHU��P\�GXWLHV�LQFOXGH�FDOFXODWLQJ�SHQDOWLHV�LQ�DGPLQLVWUDWLYH�

FDVHV�IRU�YLRODWLRQV�RI�5&5$�,�DQG�WKH�867�UHJXODWLRQV��,�DP�UHVSRQVLEOH�IRU�SHUIRUPLQJ�

WDUJHWHG�LQVSHFWLRQV��ZULWLQJ�DQG�UHYLHZLQJ�LQVSHFWLRQ�UHSRUWV��DQG�GHYHORSLQJ�FDVHV��

�ŽĐŬĞƚ�EŽ͘�Z�Z�ͲϬϯͲϮϬϭϴͲϬϭϯϭ &/>���:ƵůǇ Ϯϯ͕�ϮϬϮϬ�ϭϬ͗ϭϲ �D��� h͘^͘��W��ZĞŐŝŽŶ�///͕�ZĞŐŝŽŶĂů�,ĞĂƌŝŶŐ��ůĞƌŬ
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2YHU�P\�FDUHHU��,�KDYH�SUHSDUHG�GR]HQV�RI SHQDOW\�FDOFXODWLRQV�LQ�DGPLQLVWUDWLYH�FDVHV�

LQYROYLQJ�YLRODWLRQV�RI�5&5$�,�DQG�WKH�867�UHJXODWLRQV�

�� 0\�LQYROYHPHQW�ZLWK�WKH�FDVH�RI�6LON\�$VVRFLDWHV��//&�VWDUWHG�LQ�DSSUR[LPDWHO\

)HEUXDU\�������DIWHU (3$¶V�-XO\����������LQVSHFWLRQ�DW�WKH�/XFN\�0DUW�IDFLOLW\�ORFDWHG�DW�

����(�:LOOLDPVEXUJ�5RDG LQ�6DQGVWRQ��9LUJLQLD�ZDV�FRQFOXGHG�� �

�� ,�DP�SHUVRQDOO\�IDPLOLDU�ZLWK�WKH�LQYHVWLJDWLYH�FDVH�ILOH��LQFOXGLQJ�WKH�LQVSHFWLRQ�UHSRUW

DQG�DOO�VXEVHTXHQW�FDVH�GHYHORSPHQW�DQG�HQIRUFHPHQW�DFWLYLWLHV�

�� $V�SDUW�RI�P\�UROH�DV�D�FDVH�GHYHORSPHQW RIILFHU��,�FDOFXODWHG WKH�SURSRVHG�SHQDOW\�IRU�

HDFK�RI�WKH�YLRODWLRQV�DOOHJHG�LQ�WKH�&RPSODLQW�WDNLQJ�LQWR�DFFRXQW�WKH�VWDWXWRU\�IDFWRUV�

VHW�IRUWK�LQ�6HFWLRQ������F��RI�5&5$�����8�6�&��������H�F����L�H���VHULRXVQHVV�RI�WKH�

YLRODWLRQ�DQG�DQ\�JRRG�IDLWK�HIIRUWV�WR�FRPSO\�ZLWK�WKH�DSSOLFDEOH�UHTXLUHPHQWV�� E\

XWLOL]LQJ�(3$¶V�1RYHPEHU������8�6��(3$�3HQDOW\�*XLGDQFH�IRU�9LRODWLRQV�RI�867�

5HJXODWLRQV��³�����867�3HQDOW\�3ROLF\�´���$PHQGPHQWV�WR�WKH�(3$
V�&LYLO�3HQDOW\�

3ROLFLHV�WR�$FFRXQW�IRU�,QIODWLRQ��HIIHFWLYH�-DQXDU\�����������DQG�7UDQVPLWWDO�RI�WKH������

&LYLO�0RQHWDU\�3HQDOW\�,QIODWLRQ�$GMXVWPHQW�5XOH �³�����,QIODWLRQ�$GMXVWPHQW�3ROLF\�´��

DQG�(3$¶V�'HFHPEHU���������$PHQGPHQWV�WR�WKH�8�6��(QYLURQPHQWDO�3URWHFWLRQ�

$JHQF\¶V�&LYLO�3HQDOW\�3ROLFLHV�WR�$FFRXQW�IRU�,QIODWLRQ��(IIHFWLYH�'HFHPEHU���������

�³�����,QIODWLRQ�$GMXVWPHQW�3ROLF\´�� $�VXPPDU\�RI P\�SHQDOW\�FDOFXODWLRQ ± DV�

� 7KRXJK�WKH������867�3HQDOW\�3ROLF\�KDV�EHHQ�VXSHUVHGHG�E\�(3$¶V�2FWREHU�������� ,QWHULP�&RQVROLGDWHG�
(QIRUFHPHQW�3HQDOW\�3ROLF\�IRU�8QGHUJURXQG�6WRUDJH�7DQN�5HJXODWLRQV��,QFOXGLQJ�&KDQJHV�WR�WKH�)LHOG�&LWDWLRQ�
3URJUDP�DQG�WKH�867�([SHGLWHG�6HWWOHPHQW�$JUHHPHQW�3LORW��DQG�WKH�$GGLWLRQ�RI�WKH�1RWLFH�RI�2SHUDWRU�5HWUDLQLQJ�
)RUP��³�����867�3HQDOW\�3ROLF\´���P\�SHQDOW\�FDOFXODWLRQ�LQ�WKLV�PDWWHU�LV�EDVHG�RQ�WKH������867�3HQDOW\�3ROLF\
EHFDXVH�WKH������867�3HQDOW\�3ROLF\�ZDV�QRW�LQ�HIIHFW�DW�WKH�WLPH�WKH�&RPSODLQW�ZDV�ILOHG�
� 7KRXJK�WKH������,QIODWLRQ�$GMXVWPHQW�3ROLF\�KDV�EHHQ�VXSHUVHGHG�E\�(3$¶V�-DQXDU\��������� $PHQGPHQWV�WR�WKH�
(3$¶V�&LYLO�3HQDOW\�3ROLFLHV�WR�$FFRXQW�IRU�,QIODWLRQ��(IIHFWLYH�-DQXDU\�����������DQG�7UDQVPLWWDO�RI�WKH������&LYLO�
0RQHWDU\�3HQDOW\�,QIODWLRQ�$GMXVWPHQW�5XOH��P\�SHQDOW\�FDOFXODWLRQ�LQ�WKLV�PDWWHU�LV�EDVHG�RQ�WKH������,QIODWLRQ�
$GMXVWPHQW�3ROLF\��L�H���WKH�LQIODWLRQ�DGMXVWPHQW�SROLF\�LQ�SODFH�DW�WKH�WLPH�RI�WKH�&RPSODLQW�DQG�RI�&RPSODLQDQW¶V�
LQLWLDO�SURSRVHG�SHQDOW\�LQ�LWV�1RYHPEHU����������5HEXWWDO�3UH�KHDULQJ�([FKDQJH��EHFDXVH�PRGLI\LQJ�LW�ZRXOG�EH�
XQGXO\�EXUGHQVRPH�JLYHQ�WKH�FRPSOH[LW\�RI�WKH�FDOFXODWLRQ DQG�XQQHFHVVDU\�WR�DFKLHYH�VXIILFLHQW�GHWHUUHQFH��DQG�
WKHUHIRUH�ZLWKLQ�WKH�GLVFUHWLRQ�SURYLGHG�WR�FDVH�WHDPV�QRW�WR�GR�VR�XQGHU�WKH������,QIODWLRQ�$GMXVWPHQW�3ROLF\� 6HH�
KWWSV���ZZZ�HSD�JRY�VLWHV�SURGXFWLRQ�ILOHV���������GRFXPHQWV�����SHQDOW\LQIODWLRQUXOHDGMXVWPHQWV�SGI ��SDJH����
6HFWLRQ�9��
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GHVFULEHG EHORZ�� LV�LQFOXGHG�LQ�WKH�IRUP�D�SHQDOW\�FDOFXODWLRQ�ZRUNVKHHW�DWWDFKHG�DV�

([KLELW�/�

�� 7RJHWKHU��WKHVH�SROLFLHV�SURYLGH D�UDWLRQDO��FRQVLVWHQW�DQG�HTXLWDEOH�PHWKRGRORJ\�IRU�

DSSO\LQJ�WKH�5&5$ VWDWXWRU\�IDFWRUV�WR�WKH�VSHFLILF�IDFWV�DQG�FLUFXPVWDQFHV�RI�WKLV�FDVH��

7KHUHIRUH��,�IROORZHG�WKH�VXJJHVWHG�FDOFXODWLRQV�DQG�PHWKRGRORJ\�LQ�WKH SROLF\�WR�WKH�

PD[LPXP�H[WHQW�SRVVLEOH�FRQVLVWHQW�ZLWK�WKH�VWDWXWRU\�SHQDOW\�IDFWRUV�DQG�WKH�VSHFLILF�

FLUFXPVWDQFHV�RI�WKLV�FDVH��3XUVXDQW�WR�WKH������867�3HQDOW\�3ROLF\��,�FDOFXODWHG�WKH�

,QLWLDO�3HQDOW\�$PRXQW IRU�HDFK�FRXQW E\�DGGLQJ�DQ�³(FRQRPLF�%HQHILW´�FRPSRQHQW �

ZKLFK�WDNHV�LQWR�FRQVLGHUDWLRQ�ERWK�µDYRLGHG�FRVWV¶ DQG�µGHOD\HG�FRVWV¶ � WR�D�³*UDYLW\�

%DVHG´ FRPSRQHQW��ZKLFK�WDNHV�LQWR�FRQVLGHUDWLRQ��WKH�H[WHQW�WR�ZKLFK�WKH�YLRODWLRQ�

GHYLDWHV�IURP�WKH�VWDWXWRU\�RU�UHJXODWRU\�UHTXLUHPHQW��DQG�WKH�DFWXDO�RU�SRWHQWLDO�KDUP�WR�

KXPDQ�KHDOWK��WKH�HQYLURQPHQW�DQG�RU�DGYHUVH�HIIHFW�RQ�WKH�UHJXODWRU\�SURJUDP �³0DWUL[�

YDOXH´���WKH�YLRODWRU¶V�FRRSHUDWLRQ�RU�QRQFRRSHUDWLRQ��ZLOOIXOQHVV�RU�QHJOLJHQFH��KLVWRU\�

RI�QRQFRPSOLDQFH��DQG�RWKHU�IDFWRUV �³9LRODWRU�VSHFLILF�DGMXVWPHQW´�� WKH�QXPEHU�RI�

WDQN�SLSLQJ�V\VWHPV�RU�IDFLOLWLHV�LQ�YLRODWLRQ �³��7�3�)´�� WKH�QXPEHU�RI�GD\V�RI�

QRQFRPSOLDQFH��³'1&´���DQG�WKH�VHQVLWLYLW\�RI�WKH�ORFDO�HQYLURQPHQW�DQG�SXEOLF�KHDOWK�

WR�SRWHQWLDO�RU�DFWXDO�OHDNV�RU�UHOHDVHV�IURP�WKH�WDQNV�DQG�SLSLQJ�DW�HDFK�IDFLOLW\ �³(60´��

DGMXVWHG�IRU�LQIODWLRQ� ([KLELW�+��&KDSWHUV���DQG����SDJH������

�� 1R�96$�RU�(60�$GMXVWPHQWV�� �5HVSRQGHQW�KDV�QRW�GHPRQVWUDWHG�FRRSHUDWLYH�EHKDYLRU�

LQ�UHVSRQVH�WR�WKLV�HQIRUFHPHQW�DFWLRQ�E\�JRLQJ�EH\RQG�ZKDW�ZDV�PLQLPDOO\�UHTXLUHG�WR�

FRPSO\��QRU�KDV�LW�H[KLELWHG�H[WUDRUGLQDU\�FRQGXFW�WR�ZDUUDQW�DQ�DGMXVWPHQW�EDVHG�RQ�LWV�

GHJUHH�RI�ZLOOIXOQHVV�RU�QHJOLJHQFH��:KLOH�WKH�LQYHVWLJDWLYH�FDVH�ILOH�LQFOXGHV�HYLGHQFH�

IURP�RI�D�ORQJ�KLVWRU\�RI�QRQFRPSOLDQFH��,�GLG�QRW�DGMXVW�WKH�PDWUL[�YDOXHV�EDVHG�RQ�

5HVSRQGHQW¶V�FRQGXFW��L�H���QR�YLRODWRU�VSHFLILF RU�³96$´ DGMXVWPHQWV���$V�WKHUH�LV�QR�

HYLGHQFH�LQ�WKH�LQYHVWLJDWLYH�FDVH�ILOH�WR�VXSSRUW�D�³PRGHUDWH´�RU�³KLJK´�HQYLURQPHQWDO�



�

VHQVLWLYLW\�GHVLJQDWLRQ � ZKLFK�ZRXOG�LQFUHDVH�WKH�SHQDOW\�E\�D�PXOWLSOLHU�RI�����RU����

UHVSHFWLYHO\ ± ,�GHHPHG�WKH�HQYLURQPHQWDO�VHQVLWLYLW\�WR�EH�³ORZ´�FRUUHVSRQGLQJ�WR�D�

PXOWLSOLHU�RI���ZKLFK�KDV�QR�LPSDFW�RQ�WKH�SHQDOW\��

�� &2817�,�± )DLOXUH�WR�3HUIRUP�7DQN�5HOHDVH�'HWHFWLRQ�� ,�GLG�QRW�LQFOXGH�DQ�HFRQRPLF�

EHQHILW�FRPSRQHQW�WR�WKH�SHQDOW\�IRU�WKLV�FRXQW�EHFDXVH�5HVSRQGHQW�KDG�WDQN�UHOHDVH�

GHWHFWLRQ�HTXLSPHQW�LQ�SODFH��DQG�,�GHHPHG�WKH�RSHUDWLRQ�RU�PDLQWHQDQFH�FRVWV�DVVRFLDWHG�

ZLWK�UXQQLQJ�WKH�WHVW�HYHU\����GD\V�WR�EH�PLQLPDO��$FFRUGLQJ�WR WKH������867�3HQDOW\�

3ROLF\�$SSHQGL[�$��WKH�WDQN�UHOHDVH�GHWHFWLRQ�YLRODWLRQV�DOOHJHG�LQ�WKH�&RPSODLQW�

�FRUUHVSRQGLQJ�WR�YLRODWLRQV�RI����&�)�5�����������D���± ZKLFK�DUH�GHHPHG�WR�EH�DGPLWWHG�

� FRQVWLWXWH�D�³PDMRU´�SRWHQWLDO�IRU�KDUP�DQG�³PDMRU´�H[WHQW�RI�GHYLDWLRQ�IURP�WKH�

UHTXLUHPHQWV��ZKLFK�FRUUHVSRQGV�WR�D�PDWUL[�YDOXH�RI���������([KLELW�$ DW����������

�&RPSODLQW���([KLELW�+��SDJH�$���� � 5HVSRQGHQW¶V IDLOXUH�WR�HQVXUH�WKDW�HDFK�867�DW�WKH�

)DFLOLW\�ZDV�PRQLWRUHG�DW�OHDVW�HYHU\����GD\V�IRU�UHOHDVHV�XVLQJ�RQH RI�WKH�PHWKRGV�

UHTXLUHG�E\�WKH�IHGHUDOO\�DXWKRUL]HG�9$�867�5HJXODWLRQV�FRQVWLWXWHV�D�PDMRU�SRWHQWLDO�

IRU�KDUP�EHFDXVH�ZLWKRXW�UHOHDVH�GHWHFWLRQ�PRQLWRULQJ�D�UHOHDVH�PD\�JR�XQQRWLFHG�ZLWK�

VHULRXV�GHWULPHQWDO�FRQVHTXHQFHV�� � ,W�LV�D�IXQGDPHQWDO�JRDO�RI�WKH�867�UHJXODWLRQV�WR�

HQVXUH�WKDW�DQ�867�GRHV�QRW�UHOHDVH�VXEVWDQFHV�WKDW�PD\�KDUP�KXPDQ�KHDOWK�RU�WKH�

HQYLURQPHQW�� �:KLOH�5HVSRQGHQW�LQVWDOOHG�UHOHDVH�GHWHFWLRQ�HTXLSPHQW��LW�IDLOHG�WR�

FRQVLVWHQWO\�RSHUDWH�VXFK�HTXLSPHQW�IRU�867������867������867������867���� DQG�

867�����IRU�H[WHQGHG�SHULRGV�RI�WLPH��$V�WKH�PHFKDQLVP�HVWDEOLVKHG�E\�(3$�WR�HQVXUH�

UHOHDVHV�DUH�SUHYHQWHG�DQG�PLQLPL]HG�LV�WKH�UHOHDVH�GHWHFWLRQ�SURJUDP��5HVSRQGHQW¶V�

IDLOXUH�WR�FRPSO\�ZLWK�WKH�WDQN�UHOHDVH�GHWHFWLRQ�PRQLWRULQJ�UHTXLUHPHQWV�SUHVHQWV�D�

VLJQLILFDQW�KDUP�WR��DQG�D�PDMRU�GHYLDWLRQ�IURP�WKH�UHTXLUHPHQWV�RI��WKH�5&5$�

UHJXODWRU\�SURJUDP��3XUVXDQW�WR�WKH �����867�3HQDOW\�3ROLF\��,�DVVHVVHG�WKH�PDWUL[�YDOXH�

RQ�D�SHU�WDQN�EDVLV�VLQFH�WKHUH�ZDV�DQ�LQGHSHQGHQW�REOLJDWLRQ�WR�PRQLWRU�HDFK�RI�WKH�ILYH�
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����WDQNV�IRU�UHOHDVHV�DW�WKH�)DFLOLW\��([KLELW�+��SDJH�$����, GHWHUPLQHG�WKH�

QRQFRPSOLDQFH�SHULRG�IRU�7DQNV��� ��WR�UDQJH�IURP�DSSUR[LPDWHO\�����± ����GD\V��L�H���

IURP�$XJXVW������WKURXJK�0DUFK�������EDVHG�RQ�WKH�GDWHV�5HVSRQGHQW�FRQGXFWHG�WDQN�

UHOHDVH GHWHFWLRQ�LQ�-XO\��������FRUUHVSRQGLQJ�WR�D�GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI�

�����([KLELW�$ DW���������� �&RPSODLQW���DQG���� ([KLELW�+��SDJH�����, GHWHUPLQHG�WKH�

QRQFRPSOLDQFH�SHULRG�IRU�7DQN���WR�EH�DSSUR[LPDWHO\�����GD\V��L�H���IURP�-XO\������

WKURXJK�'HFHPEHU��������FRUUHVSRQGLQJ�WR�D�GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI������

([KLELW�$ DW���������� �&RPSODLQW���DQG���� ([KLELW�+��SDJH�����$V�DOO�WKH YLRODWLRQV�WRRN�

SODFH�DIWHU�1RYHPEHU����������WKH�DSSOLFDEOH�LQIODWLRQDU\�DGMXVWPHQW�IRU�WKH�YLRODWLRQV�LV�

���������([KLELW�,� SDJHV���DQG�����$FFRUGLQJO\��P\�SHQDOW\�FDOFXODWLRQ�IRU�WKLV�FRXQW�LV�

7DQNV�������������[���867V�[�����'1&�[��������� ��������
7DQN�����������[���867�[�����'1&�[������� �������
7RWDO�&RXQW��� �������

�� &2817���± )DLOXUH�WR�3HUIRUP�$XWRPDWLF�/LQH�/HDN�'HWHFWRU�7HVWLQJ� )RU�WKH�

HFRQRPLF�EHQHILW�FRPSRQHQW��WKHUH�LV�QR�GRFXPHQWDWLRQ�LQ�WKH�LQYHVWLJDWLYH�FDVH�ILOH�

IURP�5HVSRQGHQW�DV�WR�WKH�DFWXDO�FRVWV�RI�WKH�WHVWLQJ FRQGXFWHG�RQ�6HSWHPEHU�����������

$FFRUGLQJO\��,�XVHG�DQ�HVWLPDWHG�FRVW�RI������ IRU�WKH�WHVWLQJ DQG�QRQFRPSOLDQFH�SHULRGV�

RI�$XJXVW���������WKURXJK�6HSWHPEHU����������IRU�SLSLQJ�DVVRFLDWHG�ZLWK�7DQN����DQG�RI�

$XJXVW���������WKURXJK�1RYHPEHU���������DQG�1RYHPEHU���������WKURXJK�6HSWHPEHU�

���������IRU�SLSLQJ�DVVRFLDWHG�ZLWK�7DQNV������DQG����DV�³LQSXWV´�WR�WKH�%(1� VRIWZDUH�

SURJUDP ZKLFK�FDOFXODWHG�WKH�HFRQRPLF EHQHILW�WR�EH������IRU�SLSLQJ�DVVRFLDWHG�ZLWK�

� $V�GLVFXVVHG�LQ�3DUDJUDSK�����WKH�HVWLPDWH�UHIOHFWV�WKH�FRVWV�RI�ERWK�OLQH�OHDN�GHWHFWRU�WHVWLQJ�DQG�OLQH�WLJKWQHVV�
WHVWLQJ �FRPELQHG���'XULQJ�P\�WKLUWHHQ�\HDUV�DV�D�5&5$�,�&RPSOLDQFH�2IILFHU��,�KDYH�UHYLHZHG�GR]HQV�RI�LQYRLFHV�
IRU�WKLV�W\SH�RI�WHVWLQJ�DQG�EHOLHYH�WKLV�HVWLPDWH�UHIOHFWV�DQ�DFFXUDWH�DPRXQW�5HVSRQGHQW�ZRXOG�KDYH�OLNHO\�SDLG�SHU�
SLSLQJ�V\VWHP�IRU�OLQH�OHDN�GHWHFWRU�WHVWLQJ�DQG�OLQH�WLJKWQHVV�WHVWLQJ�� �
� 7KH�%(1�PRGHO�XVHV�D�ILQDQFLDO�DQDO\VLV�WHFKQLTXH�NQRZQ�DV�µGLVFRXQWLQJ¶�WR�GHWHUPLQH�WKH�QHW�SUHVHQW�YDOXH�RI�
HFRQRPLF�JDLQV�IURP�QRQFRPSOLDQFH��%(1 GHWHUPLQHV�WKH�HFRQRPLF�EHQHILW�IRU�DQ�LQGLYLGXDO�YLRODWRU�EDVHG�RQ�
VSHFLILF�IDFWRUV��RU�LQSXWV��LQFOXGLQJ�WKH�YLRODWRU¶V�LQLWLDO�FDSLWDO�LQYHVWPHQW��QRQGHSUHFLDEOH�H[SHQGLWXUHV��DQG�
RSHUDWLRQ�DQG�PDLQWHQDQFH�FRVWV�� �2WKHU�LQSXWV�VXFK�DV�LQFRPH�WD[�UDWH��DQQXDO�LQIODWLRQ�UDWH��DQG�GLVFRXQW�UDWH�DUH�
SURYLGHG�E\�%(1�IRU�QDWLRQDO�FRQVLVWHQF\��6HH�([KLELW�+��SDJH���



�

7DQN���DQG��������IRU�SLSLQJ�DVVRFLDWHG�ZLWK�7DQNV������DQG��� ([KLELW�$ DW�������DQG���

�&RPSODLQW���([KLELW /� SDJHV ��� RI���� $FFRUGLQJ�WR�WKH�867�3HQDOW\�3ROLF\�

$SSHQGL[�$��WKH�DXWRPDWLF�OLQH�OHDN�GHWHFWRU�WHVWLQJ�YLRODWLRQV�DOOHJHG�LQ�WKH�([KLELW�$

�FRUUHVSRQGLQJ�WR�YLRODWLRQV�RI����&�)�5�����������D���± ZKLFK�DUH�GHHPHG�WR�EH�DGPLWWHG�

� FRQVWLWXWH�D�³PDMRU´�SRWHQWLDO�IRU�KDUP�DQG ³PDMRU´�H[WHQW�RI�GHYLDWLRQ�IURP�WKH�

UHTXLUHPHQWV�ZKLFK�FRUUHVSRQGV�WR�D�PDWUL[�YDOXH�RI�������� ([KLELW�$ DW���������

�&RPSODLQW���([KLELW�+��SDJH�$���� � ,W LV�FULWLFDOO\�LPSRUWDQW�WKDW�IDFLOLW\�RZQHUV�DQG�

RSHUDWRUV�XWLOL]H�HIIHFWLYH�PHWKRGV�RI�GHWHFWLQJ�UHOHDVHV�IURP�XQGHUJURXQG�SLSLQJ�

DVVRFLDWHG�867V��HVSHFLDOO\�IRU�SLSLQJ�WKDW�FRQYH\V�UHJXODWHG�VXEVWDQFHV�XQGHU�SUHVVXUH�� �

7KH�SUHYHQWLRQ�DQG�GHWHFWLRQ�RI�OHDNV�DUH�WKH�FRUQHUVWRQHV�RI�WKH�867�UHJXODWRU\�

SURJUDP�� � 5HVSRQGHQW¶V�IDLOXUH�WR�SHUIRUP�DQ�DQQXDO�WHVW�RI�WKH�IXQFWLRQDOLW\�RI�WKH�OLQH�

OHDN�GHWHFWRUV�IRU�WKH�XQGHUJURXQG�SLSLQJ�DVVRFLDWHG�ZLWK�867������867�����867�����

�PDQLIROGHG���867�����DQG�867�����SUHVHQWHG�D�VXEVWDQWLDO�ULVN�WKDW�D�OHDN�ZRXOG�JR�

XQGHWHFWHG�� 5HVSRQGHQW¶V�IDLOXUH�WR�FRPSO\�ZLWK�WKH�DXWRPDWLF�OLQH�OHDN�GHWHFWRU�WHVWLQJ�

UHTXLUHPHQWV�SUHVHQWV�D�VLJQLILFDQW�KDUP�WR��DQG�D�PDMRU�GHYLDWLRQ�IURP�WKH�UHTXLUHPHQWV�

RI��WKH�5&5$�UHJXODWRU\�SURJUDP� 3XUVXDQW�WR�WKH �����867�3HQDOW\�3ROLF\��,�DVVHVVHG�

WKH�PDWUL[�YDOXH�RQ�D�SHU�SLSLQJ�V\VWHP�EDVLV�VLQFH�WKHUH�ZDV�DQ�LQGHSHQGHQW�REOLJDWLRQ�

WR�WHVW�HDFK�RI�WKH�GHWHFWRUV�DW�WKH�)DFLOLW\��([KLELW�+��SDJH�$��� *LYHQ�WKDW�WKH�SLSLQJ�

DVVRFLDWHG�ZLWK�7DQN���DQG�7DQN���DUH�VLSKRQHG�PDQLIROGHG��WKHUH�DUH�RQO\�IRXU�����OLQH�

OHDN�GHWHFWRUV�DW�WKH�)DFLOLW\�WKDW�DUH�LQ�YLRODWLRQ��([KLELW�$ DW�����E� �&RPSODLQW��� ,�

GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�WKH�SLSLQJ�DVVRFLDWHG�ZLWK�7DQN���WR�EH

DSSUR[LPDWHO\�������GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�WKH�WHVWLQJ�GDWH�RI�

6HSWHPEHU������������FRUUHVSRQGLQJ�WR�D�GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI������

([KLELW�$ DW����������� DQG��� �&RPSODLQW���([KLELW�+��SDJH�����, GHWHUPLQHG�WKDW�WKHUH�

ZHUH�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�WKURXJK�'HFHPEHU����������UHSUHVHQWLQJ����



�

������������RI�WKH�QRQFRPSOLDQFH�SHULRG������GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�

'HFHPEHU���������WKURXJK�1RYHPEHU����������UHSUHVHQWLQJ�����������������RI�WKH�

QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�1RYHPEHU���������

�������������UHSUHVHQWLQJ�����RI�WKH�QRQFRPSOLDQFH�SHULRG��,�GHWHUPLQHG�WKH�

QRQFRPSOLDQFH�SHULRG�IRU�WKH�SLSLQJ�DVVRFLDWHG�ZLWK�7DQNV������DQG���WR�EH�

DSSUR[LPDWHO\�������GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�5HVSRQGHQW¶V�OLQH�

OHDN�GHWHFWRU�WHVWLQJ�GDWH�RI�1RYHPEHU���������DQG�IURP�1RYHPEHU���������WKURXJK�

5HVSRQGHQW¶V�OLQH�OHDN�GHWHFWRU�WHVWLQJ�GDWH�RI�6HSWHPEHU������������FRUUHVSRQGLQJ�WR�D�

GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI������([KLELW�$ DW�������������� DQG��� �&RPSODLQW��

([KLELW�+��SDJH�����,�GHWHUPLQHG�WKDW�WKHUH�ZHUH����GD\V�RI�YLRODWLRQ WKDW�RFFXUUHG�

WKURXJK�'HFHPEHU����������UHSUHVHQWLQJ����������������RI�WKH�QRQFRPSOLDQFH�SHULRG��

����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�'HFHPEHU���������WKURXJK�1RYHPEHU����������

UHSUHVHQWLQJ�����������������RI�WKH�QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�

WKDW�RFFXUUHG�DIWHU�1RYHPEHU����������UHSUHVHQWLQJ�����������������RI�WKH�

QRQFRPSOLDQFH�SHULRG��7KH LQIODWLRQ�DGMXVWPHQW�IDFWRUV�DUH��������IRU�YLRODWLRQV�WKDW�

RFFXUUHG�WKURXJK�'HFHPEHU�����������������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�'HFHPEHU�

��������WKURXJK�1RYHPEHU����������DQG���������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�

1RYHPEHU����������([KLELW�,� SDJHV���DQG�����DQG�([KLELW�-��SDJH��� $FFRUGLQJO\��P\�

SHQDOW\�FDOFXODWLRQ�IRU�WKLV�FRXQW�LV�

7DQN����

(FRQRPLF�%HQHILW������

*UDYLW\���������[��867�[����'1&�>���������������������������������������������@ ��������

7DQNV������DQG����

(FRQRPLF�%HQHILW��������

*UDYLW\���������[��867�[����'1&�>���������������������������������������������@ ��������



�

7RWDO�&RXQW����������

��� &2817���± )DLOXUH�WR�3HUIRUP�3LSLQJ�5HOHDVH�'HWHFWLRQ� 7KH HFRQRPLF�EHQHILW�

FRPSRQHQW�LV�LQFOXGHG�ZLWK�&RXQW���DV�OLQH�WLJKWQHVV�DQG�OLQH�OHDN�GHWHFWRU�WHVWV�DUH�RIWHQ�

FRQGXFWHG�DW�WKH�VDPH�WLPH��6HH�IRRWQRWH����VXSUD��$FFRUGLQJ�WR�WKH�867�3HQDOW\�3ROLF\�

$SSHQGL[�$��WKH�SLSLQJ�UHOHDVH�GHWHFWLRQ�PRQLWRULQJ�YLRODWLRQV�DOOHJHG�LQ�WKH�&RPSODLQW�

�FRUUHVSRQGLQJ�WR�YLRODWLRQV�RI����&�)�5�����������E�����LL���± ZKLFK�DUH�GHHPHG�WR�EH�

DGPLWWHG � FRQVWLWXWH�D�³PDMRU´�SRWHQWLDO�IRU�KDUP�DQG�³PDMRU´�H[WHQW�RI�GHYLDWLRQ�IURP�

WKH�UHTXLUHPHQWV��ZKLFK�FRUUHVSRQGV�WR�D�PDWUL[�YDOXH�RI���������([KLELW�$ DW���������

�&RPSODLQW���([KLELW�+��SDJH�$��� $V�GLVFXVVHG�DERYH��LW�LV�FULWLFDOO\�LPSRUWDQW�WKDW�

IDFLOLW\�RZQHUV�DQG�RSHUDWRUV�XWLOL]H�HIIHFWLYH�PHWKRGV�RI�GHWHFWLQJ�UHOHDVHV�IURP�

XQGHUJURXQG�SLSLQJ�DVVRFLDWHG�867V��HVSHFLDOO\�IRU�SLSLQJ�WKDW�FRQYH\V�UHJXODWHG�

VXEVWDQFHV�XQGHU�SUHVVXUH�� � 7KH�SUHYHQWLRQ�DQG�GHWHFWLRQ�RI�OHDNV�DUH�WKH�FRUQHUVWRQHV�RI�

WKH�867�UHJXODWRU\�SURJUDP�� � 5HVSRQGHQW¶V�IDLOXUH�WR�SHUIRUP�DQ�DQQXDO�OLQH�WLJKWQHVV�

WHVW�RU�PRQWKO\�PRQLWRULQJ�RI�XQGHUJURXQG�SLSLQJ�DVVRFLDWHG�ZLWK�867������867�

����867������PDQLIROGHG���867�����DQG�867�����SUHVHQWHG�D�VXEVWDQWLDO�ULVN�WKDW�D�

OHDN�ZRXOG�JR�XQGHWHFWHG��3XUVXDQW�WR�WKH �����867�3HQDOW\�3ROLF\��,�DSSOLHG�WKH�PDWUL[�

YDOXH�RQ�D�SHU�SLSLQJ�V\VWHP�EDVLV�VLQFH�WKHUH�ZDV�DQ�LQGHSHQGHQW�REOLJDWLRQ�WR�PRQLWRU�

HDFK�RI�WKH�SLSLQJ�V\VWHPV�DW�WKH�)DFLOLW\�IRU�UHOHDVHV� ([KLELW�+��SDJH�$����*LYHQ WKDW�WKH�

SLSLQJ�DVVRFLDWHG�ZLWK�7DQN���DQG�7DQN���DUH�VLSKRQHG�PDQLIROGHG��WKHUH�DUH�RQO\�IRXU�

����SLSLQJ�V\VWHPV�DW�WKH�)DFLOLW\�WKDW�DUH�LQ�YLRODWLRQ��([KLELW�$ DW�����E��&RPSODLQW�� ,�

GHWHUPLQHG�WKH QRQFRPSOLDQFH�SHULRG�IRU�WKH�SLSLQJ�DVVRFLDWHG�ZLWK�7DQN���WR�EH�

DSSUR[LPDWHO\�������GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�5HVSRQGHQW¶V�OLQH�

WLJKWQHVV�WHVWLQJ�GDWH�RI�6HSWHPEHU������������FRUUHVSRQGLQJ�WR�D�GD\V�RI�QRQFRPSOLDQFH�

PXOWLSOLHU�RI������ � ([KLELW�$ DW����������������DQG��� �&RPSODLQW���([KLELW�+��SDJH����� � ,�

GHWHUPLQHG WKDW�WKHUH�ZHUH�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�WKURXJK�'HFHPEHU����



�

������UHSUHVHQWLQJ����������������RI�WKH�QRQFRPSOLDQFH�SHULRG������GD\V�RI�YLRODWLRQ�

WKDW�RFFXUUHG�DIWHU�'HFHPEHU���������WKURXJK�1RYHPEHU����������UHSUHVHQWLQJ�����

������������RI�WKH QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�

1RYHPEHU����������������������UHSUHVHQWLQJ�����RI�WKH�QRQFRPSOLDQFH�SHULRG��,�

GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�WKH�SLSLQJ�DVVRFLDWHG�ZLWK�7DQNV������DQG���WR�

EH�DSSUR[LPDWHO\������ GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�5HVSRQGHQW¶V�OLQH�

WLJKWQHVV�WHVWLQJ�GDWH�RI�1RYHPEHU���������DQG�IURP�1RYHPEHU���������WKURXJK�

5HVSRQGHQW¶V�OLQH�WLJKWQHVV�WHVWLQJ�GDWH�RI�6HSWHPEHU������������FRUUHVSRQGLQJ�WR�D�GD\V�

RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI������([KLELW�$ DW����������������DQG��� �&RPSODLQW���

([KLELW�+��SDJH����� � ,�GHWHUPLQHG WKDW�WKHUH�ZHUH����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�

WKURXJK�'HFHPEHU����������UHSUHVHQWLQJ����������������RI�WKH�QRQFRPSOLDQFH�SHULRG��

����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�'HFHPEHU���������WKURXJK�1RYHPEHU����������

UHSUHVHQWLQJ�����������������RI�WKH�QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�

WKDW�RFFXUUHG�DIWHU�1RYHPEHU����������UHSUHVHQWLQJ�����������������RI�WKH�

QRQFRPSOLDQFH�SHULRG��7KH�LQIODWLRQ�DGMXVWPHQW�IDFWRUV�DUH��������IRU�YLRODWLRQV�WKDW�

RFFXUUHG�WKURXJK�'HFHPEHU�����������������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�'HFHPEHU�

��������WKURXJK�1RYHPEHU����������DQG���������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�

1RYHPEHU����������([KLELW�,��SDJHV���DQG�����DQG�([KLELW�-��SDJH��� $FFRUGLQJO\��P\�

SHQDOW\�FDOFXODWLRQ�IRU�WKLV�FRXQW�LV�

7DQN����

(FRQRPLF�%HQHILW���� �LQFOXGHG�ZLWK�&RXQW���
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��

7RWDO�&RXQW�����������

��� &2817���± )DLOXUH�WR�+DYH�2YHUILOO�3UHYHQWLRQ�(TXLSPHQW� )RU�WKH�HFRQRPLF�EHQHILW�

FRPSRQHQW��WKHUH�LV�QR�GRFXPHQWDWLRQ�LQ�WKH�LQYHVWLJDWLYH�FDVH�ILOH�IURP�5HVSRQGHQW�DV�WR�

WKH�DFWXDO�FRVW�SDLG�IRU�WKH�GURS�WXEHV��+RZHYHU��5HVSRQGHQW�GLG�SURYLGH�D�FRQWUDFWRU�

LQYRLFH�UHIOHFWLQJ�D�ODERU�FRVW�RI������IRU�LQVWDOOLQJ�WKH�GURS�WXEHV��([KLELW�0 �'XH�WR�

WHFKQRORJ\�OLPLWDWLRQV�DV�RI�WKH�GDWH�RI�WKLV�'HFODUDWLRQ��WKH�TXDOLW\�RI�WKH�FRQWUDFWRU�

LQYRLFH�LPDJH�LV�SRRU��7KH�$SULO����������3(6�3HWUROHXP�(TXLSPHQW�6HUYLFHV�,QF��

LQYRLFH�UHIOHFWV������IRU�WKH�³,QVWDOO�RI�GURS�WXEHV�LQ�DOO�WDQNV´� $FFRUGLQJO\��,�XVHG�WKH�

�����ODERU�FRVWV�WRJHWKHU�ZLWK�DQ�HVWLPDWHG�FRVW�RI������ SHU�GURS�WXEH��DQG�D�

QRQFRPSOLDQFH SHULRG�RI�$XJXVW���������WKURXJK�$SULO��������� DV�³LQSXWV´�WR�WKH�%(1�

VRIWZDUH�SURJUDP ZKLFK�FDOFXODWHG�WKH�HFRQRPLF�EHQHILW�WR�EH�������([KLELW�$ DW�����

�&RPSODLQW�� ([KLELW�/��SDJHV ����� RI���� $FFRUGLQJ�WR�WKH�867�3HQDOW\�3ROLF\�

$SSHQGL[�$��WKH�RYHUILOO�SUHYHQWLRQ�YLRODWLRQV�DOOHJHG�LQ�WKH�&RPSODLQW��FRUUHVSRQGLQJ�WR�

YLRODWLRQV�RI����&�)�5�����������G���± ZKLFK�DUH�GHHPHG�WR�EH�DGPLWWHG��FRQVWLWXWH�D�

³PRGHUDWH´�SRWHQWLDO�IRU�KDUP�DQG�³PDMRU´�H[WHQW�RI�GHYLDWLRQ�IURP�WKH�UHTXLUHPHQWV��

ZKLFK�FRUUHVSRQGV�WR�D�PDWUL[�YDOXH�RI�������([KLELW�$ DW��������� �&RPSODLQW���([KLELW�

+��SDJH�$��� ,W�LV�FULWLFDOO\�LPSRUWDQW�WKDW�IDFLOLW\�RZQHUV�DQG�RSHUDWRUV�XWLOL]H�HIIHFWLYH�

PHWKRGV�IRU�SUHYHQWLQJ�UHOHDVHV�DW�WKH�WLPH�SURGXFW�LV�EHLQJ�WUDQVIHUUHG�WR�867�V\VWHPV�� �

7KH�SUHYHQWLRQ�RI�UHOHDVHV�LV�DQ�LPSRUWDQW�FRPSRQHQW�RI�WKH�867�UHJXODWRU\�SURJUDP��

5HVSRQGHQW¶V�IDLOXUH�WR�KDYH�HTXLSPHQW�WR�SUHYHQW�RYHUILOOLQJ�GXULQJ�WKH�WUDQVIHU�RI�

SURGXFW�RQ�WKH�867������867������867������867�����DQG�867�����867�V\VWHPV�

SUHVHQWHG�D�VXEVWDQWLDO�ULVN�RI�KDUP�WR�KXPDQ�KHDOWK�RU�WKH�HQYLURQPHQW�DVVRFLDWHG�ZLWK�D�

� $V�GRFXPHQWDWLRQ�LQ�WKH�IRUP�RI�D�µVFUHHQVKRW¶�GDWHG�-DQXDU\���������SURYLGHG�WR�PH�E\�5HVSRQGHQW�LGHQWLILHV�WKH�
SULFH�RI�D�GURSWXEH�WR�EH�������,�EHOLHYH�WKH�HVWLPDWHG�FRVW�XVHG�IRU�WKH�SHQDOW\�FDOFXODWLRQ�LQ�WKLV�PDWWHU�LV�D�
FRQVHUYDWLYH�RQH��6HH�([KLELW 1�



��

UHOHDVH��5HVSRQGHQW¶V�IDLOXUH�WR�FRPSO\�ZLWK�WKH�RYHUILOO�SUHYHQWLRQ�UHTXLUHPHQWV�

SUHVHQWV�D�VLJQLILFDQW�KDUP�WR��DQG�D�PDMRU�GHYLDWLRQ�IURP�WKH�UHTXLUHPHQWV�RI��WKH�5&5$�

UHJXODWRU\�SURJUDP�� �8QGHU�WKH������867�3HQDOW\�3ROLF\��,�DVVHVVHG�WKH�PDWUL[�YDOXH�IRU�

WKLV�YLRODWLRQ�W\SH�RQ�D�SHU�WDQN�V\VWHP�EDVLV�VLQFH�WKHUH�ZDV�DQ�LQGHSHQGHQW�REOLJDWLRQ�WR�

KDYH�RYHUILOO�SUHYHQWLRQ�HTXLSPHQW�IRU�HDFK�RI�5HVSRQGHQW¶V�ILYH�����WDQNV�DW�WKH�)DFLOLW\��

([KLELW�+��SDJH�$����,�GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�7DQNV������������DQG���WR�

EH�DSSUR[LPDWHO\�������GD\V��L�H���IURP�$XJXVW����������62/��WKURXJK�5HVSRQGHQW¶V�

RYHUILOO�LQVWDOODWLRQ�GDWHV�RI�$SULO����DQG������������FRUUHVSRQGLQJ�WR�D�GD\V�RI�

QRQFRPSOLDQFH�PXOWLSOLHU�RI������([KLELW�$ DW����������������DQG��� �&RPSODLQW�� ([KLELW�

+��SDJH�����,�GHWHUPLQHG WKDW�WKHUH�ZHUH�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�WKURXJK�

'HFHPEHU����������UHSUHVHQWLQJ����������������RI�WKH�QRQFRPSOLDQFH�SHULRG������GD\V�

RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�'HFHPEHU���������WKURXJK�1RYHPEHU����������

UHSUHVHQWLQJ�����������������RI�WKH�QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�

WKDW�RFFXUUHG�DIWHU�1RYHPEHU����������������������UHSUHVHQWLQJ�����RI�WKH�

QRQFRPSOLDQFH�SHULRG��7KH�LQIODWLRQ�DGMXVWPHQW�IDFWRUV�DUH��������IRU�YLRODWLRQV�WKDW�

RFFXUUHG�WKURXJK�'HFHPEHU�����������������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�'HFHPEHU�

��������WKURXJK�1RYHPEHU����������DQG���������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�

1RYHPEHU��������� ([KLELW�,��SDJHV���DQG�����DQG�([KLELW�-��SDJH����$FFRUGLQJO\��P\�

SHQDOW\�FDOFXODWLRQ�IRU�WKLV�FRXQW�LV�

7DQN������������DQG����

(FRQRPLF�%HQHILW������
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7RWDO�&RXQW�����������

��� &2817���± )DLOXUH�WR�7HVW�&DWKRGLF�3URWHFWLRQ�6\VWHP� )RU�WKH�HFRQRPLF�EHQHILW�

FRPSRQHQW��5HVSRQGHQW�SURYLGHG�D�FRQWUDFWRU�LQYRLFH�UHIOHFWLQJ�D�ODERU�FRVW�RI������IRU
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WKH�FDWKRGLF�SURWHFWLRQ�WHVWLQJ��([KLELW�2 �'XH�WR�WHFKQRORJ\�OLPLWDWLRQV�DV�RI�WKH�GDWH�RI�

WKLV�'HFODUDWLRQ��WKH�TXDOLW\�RI�WKH�FRQWUDFWRU�LQYRLFH�LPDJH�LV�SRRU��7KH�'HFHPEHU�����

�����376�3UHFLVLRQ�7DQN�6HUYLFH�,QF��LQYRLFH�UHIOHFWV������IRU�D�³FDWKRGLF�SURWHFWLRQ�

V\VWHP�WHVW�´� ,�XVHG�WKLV�DPRXQW�DQG D�QRQFRPSOLDQFH�SHULRG�RI�$SULO����������WKURXJK�

'HFHPEHU���������DV�³LQSXWV´�WR�WKH�%(1�VRIWZDUH�SURJUDP ZKLFK�FDOFXODWHG�DQ�

HFRQRPLF�EHQHILW�RI������([KLELW�$ DW�� �� �&RPSODLQW���([KLELW�/��SDJHV ����� RI�����

$FFRUGLQJ WR�WKH�867�3HQDOW\�3ROLF\�$SSHQGL[�$��WKH�FDWKRGLF�SURWHFWLRQ�WHVWLQJ�

YLRODWLRQV�DOOHJHG�LQ�WKH�&RPSODLQW��FRUUHVSRQGLQJ�WR�YLRODWLRQV�RI����&�)�5����

�������E������� ZKLFK�DUH�GHHPHG�WR�EH�DGPLWWHG�� FRQVWLWXWH�D�³PRGHUDWH´�SRWHQWLDO�IRU�

KDUP�DQG�³PDMRU´�H[WHQW�RI�GHYLDWLRQ�IURP�WKH�UHTXLUHPHQWV��FRUUHVSRQGLQJ�WR�D�PDWUL[�

YDOXH�RI�������([KLELW�$ DW��������� �&RPSODLQW���([KLELW�+��SDJH�$��� &DWKRGLF

SURWHFWLRQ�V\VWHPV�PXVW�EH�WHVWHG�IRU�SURSHU�RSHUDWLRQ�LQ�RUGHU�WR�SUHYHQW�UHOHDVHV�IURP�

VWHHO�867V WKDW�KDYH�FRUURGHG�� � (VSHFLDOO\�GXH�WR�WKH�DJH�RI�WKH�867�V\VWHPV�DW�WKH�

)DFLOLW\��5HVSRQGHQW¶V�IDLOXUH�WR�FRQGXFW���\HDU�WHVWLQJ�RI�LWV�FDWKRGLF�SURWHFWLRQ�V\VWHP�

SRVHG�D�PDMRU�ULVN�RI�KDUP�WR�KXPDQ�KHDOWK�DQG�WKH�HQYLURQPHQW�DV�GHPRQVWUDWHG�E\�

5HVSRQGHQW¶V�'HFHPEHU���������FDWKRGLF�SURWHFWLRQ�WHVW�ZKLFK�VKRZHG�D�IDLOLQJ�UHVXOW���

8QGHU�WKH������867�3HQDOW\�3ROLF\��,�DVVHVVHG�WKH�PDWUL[�YDOXH�IRU�WKLV�YLRODWLRQ�W\SH�RQ�

D�SHU�)DFLOLW\�EDVLV�� � ([KLELW�+��SDJH�$���� � ,�GHWHUPLQHG�WKH�QRQFRPSOLDQFH�SHULRG�IRU�

WKH�)DFLOLW\�WR�EH DSSUR[LPDWHO\�����GD\V��L�H���IURP�$SULO����������WKURXJK�

5HVSRQGHQW¶V�FDWKRGLF�SURWHFWLRQ�V\VWHP�WHVW�GDWH�RI�'HFHPEHU�����������FRUUHVSRQGLQJ�

WR�D�GD\V�RI�QRQFRPSOLDQFH�PXOWLSOLHU�RI������([KLELW�$ DW����������������DQG���

�&RPSODLQW�� ([KLELW�+��SDJH�����,�GHWHUPLQHG�WKDW�WKHUH�ZHUH�����GD\V�RI�YLRODWLRQ�WKDW�

RFFXUUHG�DIWHU�'HFHPEHU�������� WKURXJK�1RYHPEHU����������UHSUHVHQWLQJ���������������

� )ROORZLQJ�UHFHLSW�RI�(3$¶V�)HEUXDU\����������DPHQGHG�1RWLFH�RI�,QWHQW�WR�3URKLELW�'HOLYHU\�OHWWHU��5HVSRQGHQW�
UHSDLUHG�LWV�FDWKRGLF�SURWHFWLRQ�V\VWHP�LQ�DFFRUGDQFH�ZLWK�WKH�UHFRPPHQGDWLRQV�RI�D�FDWKRGLF�SURWHFWLRQ�H[SHUW DQG�
D�)HEUXDU\����������FDWKRGLF�SURWHFWLRQ�WHVW�VKRZHG�D�SDVVLQJ�UHVXOW��
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RI�WKH�QRQFRPSOLDQFH�SHULRG��DQG�����GD\V�RI�YLRODWLRQ�WKDW�RFFXUUHG�DIWHU�1RYHPEHU����

����������������UHSUHVHQWLQJ�����RI�WKH�QRQFRPSOLDQFH�SHULRG�� 7KH�LQIODWLRQ�

DGMXVWPHQW�IDFWRUV�DUH��������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�'HFHPEHU���������WKURXJK�

1RYHPEHU����������DQG���������IRU�YLRODWLRQV�WKDW�RFFXUUHG�DIWHU�1RYHPEHU����������

([KLELW�,��3DJHV���DQG�����DQG ([KLELW�-��SDJH���

$FFRUGLQJO\��P\�SHQDOW\�FDOFXODWLRQ�IRU�WKLV�FRXQW�LV�
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��� %DVHG�RQ�WKH�FRQFOXVLRQV�RI�(3$�5HJLRQ�,,,�ILQDQFLDO�DQDO\VW�+DUU\�6WHLQPHW]��,�PDGH�QR�

DGMXVWPHQWV�EDVHG�RQ�DQ�LQDELOLW\�WR�SD\�� � 'HFODUDWLRQ�RI�+DUU\�6WHLQPHW]��SDJH�������

([HFXWHG�RQ��BBBBBBBBBBBBBBBB 1DPH�B BBBBBBBBBBBBBBBBBBBBBBBBB� � � � � � � � � � � �
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3URFHHGLQJ�8QGHU�6HFWLRQ������RI�WKH�
5HVRXUFH�&RQVHUYDWLRQ�DQG�5HFRYHU\�
$FW��DV�DPHQGHG�����8�6�&��6HFWLRQ�
����H
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,��+DUU\�5��6WHLQPHW]��KHUHE\�GHFODUH�WKDW�

��� ,�DP�DQ�HPSOR\HH�RI�WKH�8QLWHG�6WDWHV�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\�

��(3$����5HJLRQ�,,,��LQ�WKH�6XSHUIXQG�(PHUJHQF\�0DQDJHPHQW�'LYLVLRQ��,�KDYH�EHHQ�

HPSOR\HG�ZLWK�(3$�VLQFH�������

�� , VHUYHG DV DQ LQYHVWLJDWRU LQ WKH (3$ 5HJLRQ ,,,� 353 ,QYHVWLJDWLRQ 	6LWH

,QIRUPDWLRQ 6HFWLRQ RI WKH +D]DUGRXV 6LWHV &OHDQXS 'LYLVLRQ IURP ���� WKURXJK WKH

VXPPHU�RI �����ZKHQ�WKH�GLYLVLRQ�EHFDPH�NQRZQ�DV�6XSHUIXQG�(PHUJHQF\�0DQDJHPHQW�

'LYLVLRQ�WKURXJK�D�5HJLRQDO�UHRUJDQL]DWLRQ�� � , FRQWLQXH�WRVHUYH DV DQ LQYHVWLJDWRU ZLWK WKH &RVW

5HFRYHU\ 6HFWLRQ� , KROG D %DFKHORU RI $UWV GHJUHH LQ &ULPLQDO -XVWLFH IURP /D6DOOH

8QLYHUVLW\�

�� $V�DQ�,QYHVWLJDWRU��P\�GXWLHV�DOVR�LQFOXGH�WKRVH�RI�D�)LQDQFLDO�$QDO\VW� ,�

KDYH�KDG�WKLV�UROH�ZLWK�P\�HPSOR\HU�WKURXJKRXW�P\�(3$�FDUHHU�� � ,�HVWLPDWH�WKDW�
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DSSUR[LPDWHO\�ILIWHHQ�SHUFHQW�RI�P\�WLPH�LV�GHYRWHG�WR�ILQDQFLDO�DQDO\VHV�DQG�,�KDYH�

SHUIRUPHG�VFRUHV�RI�WKHP RYHU�WKH�\HDUV DW�(3$�� � �

�� 3ULRU WR P\ HPSOR\PHQW ZLWK (3$��, ZDV HPSOR\HG E\ WKH 8QLWHG 6WDWHV

,QWHUQDO 5HYHQXH 6HUYLFH �³,56´�� , EHJDQ P\ FDUHHU DW WKH ,56 DV D 7D[ ([DPLQHU ZRUNLQJ DW

WKH 3KLODGHOSKLD 6HUYLFH &HQWHU DQG DGYDQFHG WR WKH SRVLWLRQ RI 5HYHQXH 2IILFHU E\����� D

SRVLWLRQ WKDW , KHOG XQWLO P\ PRYH WR (3$� $V�D�5HYHQXH�2IILFHU��,�ZDV�HPSOR\HG�LQ�WKH�

&ROOHFWLRQ�'LYLVLRQ�IRU�IRXUWHHQ�\HDUV� ,Q�WKDW�SRVLWLRQ��,�PDGH�KXQGUHGV�RI�DVVHVVPHQWV�RI�

LQGLYLGXDOV¶�DQG�EXVLQHVV¶�DELOLW\�WR�VDWLVI\�WD[�GHEWV�E\�DQDO\]LQJ�WKHLU�ILQDQFLDO�FRQGLWLRQ DQG�

FRQGXFWLQJ�LQYHVWLJDWLRQV�� � � �

�� 0\�LQYROYHPHQW�ZLWK�WKH�FDVH�RI�6LON\�$VVRFLDWHV��//&��³5HVSRQGHQW´��VWDUWHG�

LQ�DSSUR[LPDWHO\�6HSWHPEHU����� ZKHQ�,�ZDV�WDVNHG�WR�FRQGXFW�DQ�DELOLW\�WR�SD\�DQDO\VLV�DV�WR�

5HVSRQGHQW¶V�DELOLW\�WR�SD\�D�VXEVWDQWLDO�SHQDOW\��2Q 0D\�����������,�FRPSOHWHG�D�0HPR�WR�

)LOH�IRU�WKLV�PDWWHU�WKDW�GHVFULEHV�WKH�LQIRUPDWLRQ�UHOLHG�RQ��P\�DQDO\VLV�DQG�FRQFOXVLRQV�DV�WR�

5HVSRQGHQW¶V�DELOLW\�WR�SD\�

�� ,Q�WKH�FRQFOXVLRQ�VHFWLRQ�RI�WKH�0HPR WR�)LOH��,�VWDWH�WKH�IROORZLQJ�

7KH�LQIRUPDWLRQ�SURYLGHG�WR�PH�E\�5HVSRQGHQW�FRQVLVWHG�RI�8�6��,QGLYLGXDO�
,QFRPH�7D[�5HWXUQV��)RUP������ IRU�\HDUV������������DQG�������D��SDUWLDOO\�
FRPSOHWHG��&ROOHFWLRQ�,QIRUPDWLRQ�6WDWHPHQW�IRU�:DJH�(DUQHUV�DQG�6HOI�
(PSOR\HG�,QGLYLGXDOV��³&,6´���DQG�UHSUHVHQWDWLRQV�PDGH�GXULQJ�D�0DUFK�����
�����WHOHSKRQH�FRQYHUVDWLRQ��$IWHU�FRQVLGHULQJ WKH��LQFRPSOHWH��LQIRUPDWLRQ�
SURYLGHG�E\�5HVSRQGHQW�WRJHWKHU�ZLWK�WKH��VRPHWLPHV�FRQWUDGLFWRU\� SXEOLFO\�
DYDLODEOH�LQIRUPDWLRQ��,�DP�QRW�DEOH�WR�FRQFOXGH�WKDW�5HVSRQGHQW�LV�XQDEOH�WR�
SD\�WKH�SURSRVHG�SHQDOW\�RI����������� �
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