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3XUSRVH� 5HODWHV WR WKH 1HZ <RUN VWDWH JUHHQKRXVH JDV �*+*� HPLVVLRQ DFFRXQWLQJ V\VWHP� SURSRVHV WR
FKDQJH WKDW V\VWHP�

6WDWHPHQW RI 2SSRVLWLRQ� 7KH 1HZ <RUN &OLPDWH 5HDOLW\ &KDSWHUV &RDOLWLRQ VWURQJO\ RSSRVHV WKH SDVVDJH RI
WKH LOO�FRQFHLYHG DQG IODZHG ELOO 6����� �3DUNHU�_$����� �%DUUHWW� RU WKH LQFOXVLRQ RI DQ\ SDUW WKHUHRI LQ WKH
6)<��������� EXGJHW�

5DWLRQDOH IRU 2SSRVLWLRQ�

7KH UHFHQW UXVKHG LQWURGXFWLRQ RI WKLV GHHSO\ IODZHG ELOO QRW RQO\ VHHNV WR VHYHUHO\ ZHDNHQ 1HZ <RUN¶V FOLPDWH ODZ� WKH
&/&3$� EXW LV DOVR D VDG FRPPHQWDU\ RQ WKH G\VIXQFWLRQDO $OEDQ\ SROLWLFV ULIH ZLWK VSHFLDO�LQWHUHVW LQIOXHQFH� ODFN RI
WUDQVSDUHQF\� DQG VHFUHW GHDOV� 0RUHRYHU� WKH MXVWLILFDWLRQ IRU WKH ELOO LV IXOO RI LQDFFXUDFLHV DQG PLVVWDWHPHQWV�

8QGHUPLQHV \HDUV RI ZRUN E\ WKH &OLPDWH $FWLRQ &RXQFLO

&KDQJLQJ PHWKDQH DFFRXQWLQJ UXOHV LQ WKH HQYLURQPHQWDO FRQVHUYDWLRQ ODZ ZLOO QRW MXVW XQGHUPLQH 1HZ <RUN¶V FOLPDWH
JRDOV� EXW KDV WKH SRWHQWLDO WR HIIHFWLYHO\ VWRS RU VHYHUHO\ GHOD\ WKH LPSOHPHQWDWLRQ RI LWV ODQGPDUN FOLPDWH ODZ� WKH
&/&3$� ,W ZRXOG LQYDOLGDWH WKH LQWHJUDWLRQ DQDO\VHV XVHG WR GHYHORS WKH UHFRPPHQGDWLRQV LQ WKH &OLPDWH $FWLRQ &RXQFLO¶V
�&$&¶V� VFRSLQJ SODQ DQG ZRXOG UHQGHU WKHVH UHFRPPHQGDWLRQV LQFRQJUXHQW ZLWK &/&3$¶V WDUJHWV XQGHU WKH QHZ
DFFRXQWLQJ�

7KLV ELOO WRWDOO\ XQGHUPLQHV WKH KDUG ZRUN RI WKH &$& ZKRVH HQWLUH VFRSLQJ SODQ LV EDVHG RQ WKH JUHHQKRXVH JDV
DFFRXQWLQJ HQVKULQHG LQ WKH &/&3$�

0LVVWDWHV ,3&&¶V SRVLWLRQ RQ PHWKDQH

7KH ,3&& QR ORQJHU UHFRPPHQGV WKH XVH RI D VSHFLILF WLPH IUDPH IRU PHWKDQH¶V *OREDO :DUPLQJ 3RWHQWLDO �*:3�� ,W
SXEOLVKHV *:3 HVWLPDWHV IRU PXOWLSOH SHULRGV DQG UHFRPPHQGV FKRRVLQJ WKH PRVW VXLWDEOH RQH IRU WKH SXUSRVH DW KDQG�
&RQWUDU\ WR WKH MXVWLILFDWLRQ RI 6�����_$������ KHUH¶V ZKDW $5� UHFRPPHQGV DERXW PHWKDQH¶V *:3�

³)ROORZLQJ $5�� WKLV 5HSRUW GRHV QRW UHFRPPHQG DQ HPLVVLRQV PHWULF EHFDXVH WKH DSSURSULDWHQHVV RI WKH FKRLFH
GHSHQGV RQ WKH SXUSRVHV IRU ZKLFK JDVHV RU IRUFLQJ DJHQWV DUH EHLQJ FRPSDUHG� (PLVVLRQV PHWULFV FDQ IDFLOLWDWH WKH
FRPSDULVRQ RI HIIHFWV RI HPLVVLRQV LQ VXSSRUW RI SROLF\ JRDOV�´�

,3&&¶V VL[WK DVVHVVPHQW UHSRUW �$5�� DOVR HPSKDVL]HV WKH UROH RI 6KRUW /LYHG &OLPDWH )RUFHUV �6/)&V�� SDUWLFXODUO\
PHWKDQH� RQ WKH ZDUPLQJ WKDW FDQ EH H[SHFWHG GXULQJ WKH QH[W ����� \HDUV� $V WKH H[FHUSW EHORZ VWDWHV� 6/)&V FRXOG
FDXVH DV PXFK ZDUPLQJ GXULQJ WKH QH[W RQH WR WZR GHFDGH DV FDUERQ GLR[LGH� DQG WKHUHIRUH� LW ZRXOG EH IRROKDUG\ WR OHW
PHWKDQH RII WKH KRRN DV 6�����_$����� VHHNV WR GR�

� ,3&&� &OLPDWH &KDQJH ����� 7KH 3K\VLFDO 6FLHQFH %DVLV� &KDSWHU �� SS �����
KWWSV���UHSRUW�LSFF�FK�DU��ZJ��,3&&B$5�B:*,B)XOO5HSRUW�SGI



³2YHU WLPH VFDOHV RI �� WR �� \HDUV� WKH JOREDO WHPSHUDWXUH UHVSRQVH WR D \HDU¶V ZRUWK RI FXUUHQW HPLVVLRQV RI 6/&)V LV DW
OHDVW DV ODUJH DV WKDW GXH WR D \HDU¶V ZRUWK RI &2� HPLVVLRQV �KLJK FRQILGHQFH�� 6HFWRUV SURGXFLQJ WKH ODUJHVW
6/&)�LQGXFHG ZDUPLQJ DUH WKRVH GRPLQDWHG E\ PHWKDQH HPLVVLRQV� IRVVLO IXHO SURGXFWLRQ DQG GLVWULEXWLRQ� DJULFXOWXUH DQG
ZDVWH PDQDJHPHQW �KLJK FRQILGHQFH��´�

0LVVWDWHV ,5$¶V SURYLVLRQV LQ MXVWLILFDWLRQ

&RQWUDU\ WR VWDWHPHQWV LQ WKH MXVWLILFDWLRQ RI WKH ELOO� WKH IHGHUDO ,QIODWLRQ 5HGXFWLRQ $FW �,5$� GRHV QRW ³DGRSW´ DQ\ V\VWHP
IRU *+* DFFRXQWLQJ� (OLJLELOLW\ RI DQ\ SURMHFW IRU ,5$ LQFHQWLYHV LV QRW MHRSDUGL]HG MXVW EHFDXVH WKDW SURMHFW PHHWV WKH
&/&3$¶V VWULFWHU *+* DFFRXQWLQJ� ,W LV SRVVLEOH WKDW FHUWDLQ SURMHFWV HOLJLEOH IRU ,5$ LQFHQWLYHV PD\ QRW EH &/&3$
FRPSOLDQW GXH WR WKHLU KLJK HPLVVLRQV� $FFRPPRGDWLQJ D VPDWWHULQJ RI VXFK SROOXWLQJ SURMHFWV LV KDUGO\ D UHDVRQ IRU
JXWWLQJ WKH VWDWH¶V ODQGPDUN FOLPDWH ODZ ZKHQ OHJLVODWLYH LQDFWLRQ DQG GHOD\V� VXFK DV WKRVH RQ HQDFWLQJ DQ DOO�HOHFWULF
QHZ FRQVWUXFWLRQ PDQGDWH� DUH UHVXOWLQJ LQ SOHQW\ RI ,5$ LQFHQWLYHV EHLQJ OHIW RQ WKH WDEOH�

5HOLHV RQ D PLVOHDGLQJ FDS�DQG�LQYHVW FRVW FRPSDULVRQ

$ FRPSDULVRQ RI KRZ PXFK JDVROLQH DQG KHDWLQJ FRVWV ZLOO ULVH LQ UHVSRQVH WR WKH FXUUHQW DQG SURSRVHG *+* DFFRXQWLQJ
SXW RXW E\ WKH *RYHUQRU¶V RIILFH LV SODLQ PLVOHDGLQJ RQ KRZ FDS�DQG�LQYHVW ZLOO DIIHFW 1<HUV
 ZDOOHWV� $ NH\ IDFW PLVVLQJ
IURP WKDW QDUUDWLYH LV WKDW PRUH UHYHQXH FROOHFWLRQ ZLOO OHDG WR KLJKHU UHEDWHV� 7KH DFWXDO GHVLJQ RI WKH SURJUDP� ZKLFK WKH
DGPLQLVWUDWLRQ KDV FRQWURO RYHU� KDV D KXJH LPSDFW RQ SULFHV DQG UHEDWHV��

,QDSSURSULDWHO\ VFDSHJRDWV WKH &/&3$ IRU HQHUJ\ FRVWV

+LJKHU FRVWV RI FDS�DQG�LQYHVW DVVRFLDWHG ZLWK PRUH VWULQJHQW *+* DFFRXQWLQJ LV DQRWKHU VSXULRXV UHDVRQ EHLQJ FLWHG WR
MXVWLI\ WKLV DWURFLRXV ELOO� ,QVWHDG RI WU\LQJ WR ORZHU FDS�DQG�LQYHVW FRVWV WKURXJK PDOHYROHQW PHWKDQH PDWK� ODZPDNHUV
VKRXOG IRFXV RQ ORZHULQJ FRVWV WKRXJK LPPHGLDWH GHHS FXWV LQ WKH VWDWH¶V HPLVVLRQV� (YHU\ GD\ RI LQDFWLRQ RQ ORZHULQJ WKH
VWDWH¶V *+* HPLVVLRQV OHDGV WR KLJKHU IXWXUH FRVWV RI QRW RQO\ FDS�DQG�LQYHVW� EXW DOVR WKRVH RI JDV LQIUDVWUXFWXUH
OLDELOLWLHV DQG VWUDQGHG DVVHWV� )RU H[DPSOH� SDVVLQJ ELOOV OLNH 1< +($7 $FW �6�����_$������ DQG WKH $OO�(OHFWULF %XLOGLQJ
$FW �6����$_$����$� ZLWK DJJUHVVLYH LPSOHPHQWDWLRQ WLPHOLQHV WKDW KDYH EHHQ VKRZQ WR EH IHDVLEOH DQG FRVW�HIIHFWLYH
ZRXOG JR D ORQJ ZD\ LQ ORZHULQJ IXWXUH FRVWV�

&RQWUDGLFWV FOLPDWH VFLHQFH

7KH UHFHQWO\ UHOHDVHG $5� 6\QWKHVLV 5HSRUW� RI WKH 8QLWHG 1DWLRQV¶ ,QWHUJRYHUQPHQWDO 3DQHO RQ &OLPDWH &KDQJH �,3&&�
VWDWHV LQ QR XQFHUWDLQ WHUPV WKDW KXPDQLW\ LV SHULORXVO\ FORVH WR EUHDFKLQJ NH\ FOLPDWH WLSSLQJ SRLQWV DQG RQO\ LPPHGLDWH�
VXVWDLQHG� DQG GHHS UHGXFWLRQV LQ RXU JUHHQKRXVH JDV HPLVVLRQV FDQ SUHYHQW FDWDVWURSKLF� LUUHYHUVLEOH FROODSVH RI RXU
FOLPDWH DQG WKH UHODWHG HDUWK V\VWHPV� <HW� WKH SURYLVLRQV RI WKLV ELOO ZLOO DOORZ IRU PXFK KLJKHU UHOHDVHV RI RQH RI WKH PRVW
SRWHQW JUHHQKRXVH JDVHV� PHWKDQH� ZKLFK KDV DOUHDG\ FDXVHG DW OHDVW D WKLUG RI RXU FXUUHQW ZDUPLQJ�

0HWKDQH LV DQ 6/&) ZLWK DQ DYHUDJH OLIH RI �±�� \HDUV� LQ WKH DWPRVSKHUH EHIRUH LW R[LGL]HV LQWR FDUERQ GLR[LGH DQG
ZDWHU YDSRU� 6WUHWFKLQJ WKH DFFRXQWLQJ IRU WKH FOLPDWH GDPDJH WKDW PHWKDQH FDXVHV GXULQJ LWV VKRUW OLIH RYHU D SHULRG RI D
FHQWXU\ GHILHV VFLHQFH DQG ORJLF� 7KH VSHHG DQG IHURFLW\ RI WKH ZRUVHQLQJ RI WKH FOLPDWH FULVLV GHPDQGV RXU IRFXV RQ WKH
LPSDFW RI RXU DFWLRQV� VXFK DV IUHVK PHWKDQH HPLVVLRQV� GXULQJ WKH QH[W ��±�� \HDUV� QRW DIWHU ��� \HDUV� +HUH LV D
UHOHYDQW H[FHUSW IURP ,3&& $5��

³%\ FRPSDULVRQ H[SUHVVLQJ PHWKDQH HPLVVLRQV DV &2� HTXLYDOHQW HPLVVLRQV XVLQJ *:3���� RYHUVWDWHV WKH HIIHFW RI
FRQVWDQW PHWKDQH HPLVVLRQV RQ JOREDO VXUIDFH WHPSHUDWXUH E\ D IDFWRU RI �±� �/\QFK HW DO�� ����� WKHLU )LJXUH ��� ZKLOH

� ,3&&� &OLPDWH &KDQJH ����� 7KH 3K\VLFDO 6FLHQFH %DVLV� &KDSWHU �� SS ����
KWWSV���UHSRUW�LSFF�FK�DU��ZJ��,3&&B$5�B:*,B)XOO5HSRUW�SGI

� $5� 6\QWKHVLV 5HSRUW� &OLPDWH &KDQJH ����� KWWSV���ZZZ�LSFF�FK�UHSRUW�VL[WK�DVVHVVPHQW�UHSRUW�F\FOH�

� 'LVVHFWLQJ 1HZ <RUN¶V 8SFRPLQJ &DS�DQG�,QYHVW 3URJUDP�
KWWSV���ZZZ�FFDUERQ�LQIR�GLVVHFWLQJ�QHZ�\RUNV�XSFRPLQJ�FDS�DQG�LQYHVW�SURJUDP

� ,3&&� &OLPDWH &KDQJH ����� 7KH 3K\VLFDO 6FLHQFH %DVLV� &KDSWHU �� SS ����
KWWSV���UHSRUW�LSFF�FK�DU��ZJ��,3&&B$5�B:*,B)XOO5HSRUW�SGI



XQGHUVWDWLQJ WKH HIIHFW RI DQ\ QHZ PHWKDQH HPLVVLRQ VRXUFH E\ D IDFWRU RI �±� RYHU WKH �� \HDUV IROORZLQJ WKH LQWURGXFWLRQ
RI WKH QHZ VRXUFH �/\QFK HW DO�� ����� WKHLU )LJXUH ���´�

3ODFHV PLVJXLGHG HPSKDVLV RQ FRPSDWLELOLW\ ZLWK )HGHUDO UHJXODWLRQV

2QH RI WKH VWDWHV JRDOV RI 6�����_$����� LV WR PDNH 1HZ <RUN¶V PHWKDQH DFFRXQWLQJ SROLF\ FRPSDWLEOH ZLWK WKH SROLF\ RI
WKH (3$ DQG RWKHU IHGHUDO DJHQFLHV RI XVLQJ *:3��� IRU PHWKDQH� 7KH XVH RI *:3��� IRU PHWKDQH E\ WKH IHGHUDO
JRYHUQPHQW LV UHJUHVVLYH� OLNH PDQ\ RWKHU IHGHUDO SROLFLHV� :LOO 1HZ <RUN QRZ DOVR VHHN WR PDNH LWV DERUWLRQ� LPPLJUDWLRQ�
DQG JXQ SROLFLHV FRPSDWLEOH ZLWK WKRVH RI WKH IHGHUDO JRYHUQPHQW" ,I QRW� WKHQ ZK\ VLQJOH RXW FOLPDWH SROLF\"

,QFOXGHV PLVJXLGHG VXSSRUW IRU ELRPDVV FRPEXVWLRQ

2XU FRDOLWLRQ DOVR RSSRVHV SURYLVLRQV LQ WKLV ELOO WKDW ZRXOG GLVFRXQW WKH &2� HPLVVLRQV IURP WKH FRPEXVWLRQ RI ELRPDVV
DQG ELRIXHOV� 7KH ELOO PLVFRQVWUXHV VXFK GLVFRXQWLQJ RI HPLVVLRQV IURP ELRPDVV FRPEXVWLRQ DV DQ ³LQWHUQDWLRQDOO\
DFFHSWHG EHVW SUDFWLFH´ WKDW LW LV QRW� ,Q IDFW� ,3&& *XLGHOLQHV GR QRW DXWRPDWLFDOO\ FRQVLGHU RU DVVXPH ELRPDVV XVHG IRU
HQHUJ\ DV FDUERQ QHXWUDO� HYHQ LQ FDVHV ZKHUH WKH ELRPDVV LV WKRXJKW WR EH SURGXFHG VXVWDLQDEO\��

)DLOV WR UHFRJQL]H RWKHU VWDWHV¶ *+* DFFRXQWLQJ

1<6 LV QRW XQLTXH LQ DGRSWLQJ D ���\HDU *:3 IRU PHWKDQH� )RU H[DPSOH� 0DU\ODQG
V FOLPDWH ODZ� SDVVHG ODVW \HDU DOVR
XVHV WKLV VFLHQFH�EDVHG VKRUWHU�WHUP *:3 IRU PHWKDQH� +HUH LV D UHOHYDQW H[FHUSW IURP 0DU\ODQG¶V 6%��� RI �����
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2YHUULGHV WKH &$&� DUELWUDULO\ UHGHILQHV ³6WDWHZLGH *+* (PLVVLRQV�´ RSHQV 51* LPSRUW IORRGJDWHV

7KH ELOO DUELWUDULO\ FKDQJHV WKH GHILQLWLRQ RI ³6WDWHZLGH *+* (PLVVLRQV´ LQ 6HFWLRQ �� ,W PDNHV D PRFNHU\ RI WKUHH \HDUV RI
ZRUN E\ WKH &$& E\ RYHUULGLQJ LWV H[SHUWV E\ RSHQLQJ WKH IORRGJDWHV WR LPSRUWHG UHQHZDEOH QDWXUDO JDV �51*�� ZKLFK WKH
&$& KDG UHMHFWHG EDVHG RQ VROLG VFLHQFH WKDW V\QWKHWLFDOO\ SURGXFHG 51* KDV OLWWOH HPLVVLRQV EHQHILW RYHU IRVVLO PHWKDQH
JDV�

&RQFOXVLRQ�

1HZ <RUNHUV DUH SURXG� DQG ULJKWO\ VR� RI RXU QDWLRQ�OHDGLQJ FOLPDWH ODZ� WKH &/&3$� 7KH ODZ FRQIURQWV D FULVLV ZKLFK WKH
ZRUOG
V VFLHQWLVWV UHFRJQL]H DV JURZLQJ HYHU PRUH GLUH� :H VKRXOG EH SURXG RI VHWWLQJ DPELWLRXV WDUJHWV� ZKLFK ZH FDQ
PHHW� WR SURWHFW RXU FKLOGUHQ DQG� IUDQNO\� RXUVHOYHV IURP FDWDVWURSKLF� UXQDZD\ FOLPDWH FKDQJH�

7KH IRXQGDWLRQ RI WKH DUGXRXVO\ DQG FDUHIXOO\ FUDIWHG &/&3$ LV DQ DFFRXQWLQJ V\VWHP ZKLFK ORRNV DW D *:3 RQ D ���\HDU
WLPHOLQH� 6�����_$����� VHHNV WR PRYH RXU DFFRXQWLQJ DZD\ IURP D ���\HDU WLPHVFDOH WR D ����\HDU WLPHVFDOH� ZKLFK
ZRXOG ZDWHU GRZQ RXU XQGHUVWDQGLQJ RI WKH WKUHDW EHIRUH XV� +RZHYHU� PRYLQJ WR WKLV GLOXWHG WLPHVFDOH GRHV QRWKLQJ WR
UHGXFH WKH SK\VLFDO� FKHPLFDO UHDOLWLHV RFFXUULQJ LQ WKH DWPRVSKHUH�

6�����_$����� LV DVNLQJ XV WR ³SXW�RQ URVH�FRORUHG JODVVHV´ DQG GLVFDUG WKH SDLQVWDNLQJ ZRUN RI WKH &OLPDWH $FWLRQ
&RXQFLO� :H DUH YHKHPHQWO\ RSSRVHG WR FDSULFLRXVO\ WRVVLQJ RXW WKLV IRXQGDWLRQDO DFFRXQWLQJ DQG LQWURGXFLQJ RWKHU
ORRSKROHV WR DOORZ LQFUHDVHG XVH RI SROOXWLQJ IXHOV LQ WKH VWDWH�
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB
&RQWDFW� 7LP *XLQHH� $QVKXO *XSWD� FRUQHOLXVJXLQ#JPDLO�FRP� JSWQVKO#JPDLO�FRP

� 6HQDWH %LOO ���� &OLPDWH 6ROXWLRQV 1RZ $FW RI ����� KWWSV���PJDOHJ�PDU\ODQG�JRY�����56�&KDSWHUVBQROQ�&+B��BVE����H�SGI

� ,3&&� 7DVN )RUFH RQ 1DWLRQDO *UHHQKRXVH *DV ,QYHQWRULHV� )$4V �4 ������ KWWSV���ZZZ�LSFF�QJJLS�LJHV�RU�MS�IDT�IDT�KWPO

� ,3&&� &OLPDWH &KDQJH ����� 7KH 3K\VLFDO 6FLHQFH %DVLV� &KDSWHU �� SS �����
KWWSV���UHSRUW�LSFF�FK�DU��ZJ��,3&&B$5�B:*,B)XOO5HSRUW�SGI


