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�� ([HFXWLYH�6XPPDU\
7KH�(QHUJ\�5HWDLO�$VVRFLDWLRQ��(5$��KDV�VHULRXV�FRQFHUQV�RYHU�WKH�PRGHOOLQJ�DVVXPSWLRQV
XVHG�E\�'HIUD�LQ�WKHLU�ODWHVW�((&��SURMHFWLRQV��7KH�(5$�EHOLHYHV�WKDW�WKH�SURMHFWHG�SURGXFW
YROXPHV�DUH�XQUHDOLVWLF�DQG�WKH�FRVWV�YDVWO\�XQGHUVWDWHG�
,W�LV�WKH�YLHZ�RI�WKH�(5$�DQG�LWV�PHPEHUV�WKDW�WKH�IROORZLQJ�NH\�PRGHOOLQJ�DVVXPSWLRQV
VKRXOG�EH�DPHQGHG�

x 7KH�QXPEHU�RI�FDYLW\�ZDOO�LQVWDOODWLRQV�VKRXOG�EH�UHGXFHG�WR����P� 'HIUD¶V
FXUUHQW�PRGHO�DVVXPHV�����P�FDYLW\�ZDOO�LQVXODWLRQV��UHTXLULQJ�JURZWK�UDWHV�RI
EHWZHHQ���������7KLV�LV�XQUHDOLVWLF�

x 2YHUDOO�SURJUDPPH�FRVWV�DUH�YDVWO\�XQGHUVWDWHG��SDUWLFXODUO\�IRU�LQVXODWLRQ�
%DVHG�RQ�'HIUD¶V�PRGHO��FRVWV�DUH�XQGHUVWDWHG�E\�������SHU�FXVWRPHU�SHU�IXHO��ZKLFK
LV�HTXLYDOHQW�WR�D�GHILFLW�RI�RYHU�����P

x 7KH�SULRULW\�*URXS�VKRXOG�QRW�H[FHHG�����RI�WKH�WRWDO�HQHUJ\�VDYLQJ�WDUJHW �
$OVR�WKHUH�VKRXOG�EH�QR�FKDQJHV�WR�HOLJLELOLW\�FULWHULD�

x /HYHUDJH�LQ�WKH�SULYDWH�VHFWRU�VKRXOG�EH�����IRU�VXSSOLHU¶V�FRQWULEXWLRQ�DQG
����IRU�FRQVXPHUV��'HIUD¶V�DVVXPSWLRQ�RI�D�������VSOLW��GRHV�QRW�DGHTXDWHO\
UHFRJQLVH�WKH�QHHG�WR�PDLQWDLQ�WKH�UHWDLO�SULFH�DW�D�OHYHO�ZKLFK�ZLOO�JHQHUDWH�GHVLUHG
FRQVXPHU�GHPDQG�

x /HYHUDJH�LQ�WKH�SXEOLF�VHFWRU�VKRXOG�EH�����IRU�VXSSOLHU¶V�FRQWULEXWLRQ�DQG
����IRU�VRFLDO�KRXVLQJ�SURYLGHUV� 7KLV�UHFRJQLVHV�WKH�FXUUHQW�DQG�SURMHFWHG
FRPSHWLWLYHQHVV�RI�WKLV�PDUNHWSODFH�

x (QHUJ\�VDYLQJV�VKRXOG�EH�DPHQGHG�WR�UHIOHFW�WKH�ORZHU�VDYLQJV�DFKLHYHG�LQ
WKHQ�DYHUDJH�KRXVH�W\SH�LQ�VRFLDO�KRXVLQJ� LH D���EHG HQG�WHUUDFH�SURSHUW\�

x ,QFHQWLYHV�VKRXOG�EH�PDLQWDLQHG�RQ�$��DQG�$���UDWHG�DSSOLDQFHV ��7KLV�ZLOO
HQVXUH�WKDW�WKH�SURFHVV�RI�PDUNHW�WUDQVIRUPDWLRQ�FRQWLQXHV

x 7KHUH�VKRXOG�EH�QR�OLPLW�LPSRVHG�RQ�WKH�OHYHO�RI�HQHUJ\�VDYLQJV�WKDW�VXSSOLHUV
DUH�SHUPLWWHG�WR�FDUU\�RYHU ��7KLV�LV�HVVHQWLDO�WR�HQVXUH�FRQWLQXLW\�DQG�EXLOG�WUXVW
ZLWK�GHOLYHU\�SDUWQHUV



�� ,QWURGXFWLRQ

,Q�$XJXVW�������WKH�(QHUJ\�5HWDLOHUV�$VVRFLDWLRQ��(5$��FRPPLVVLRQHG�,%0�%XVLQHVV
&RQVXOWLQJ�6HUYLFHV��%&6��WR�DVVLVW�WKHP�LQ�SUHSDULQJ�D�UHSRUW �3RWHQWLDO�FRVW�LPSOLFDWLRQV
RI�GHOLYHULQJ�HQHUJ\�HIILFLHQF\�PHDVXUHV�SRVW������ 
�WKDW�VHW�RXW�WKH�FXUUHQW�FRVWV�RI
PHDVXUHV�REWDLQHG�E\�VXSSOLHUV�LQ�WKH�PDUNHWSODFH�DQG�WKH�LPSDFW�WKDW�FKDQJHV�LQ�WKH�PDUNHW
ZRXOG�KDYH�RQ�WKH�FRVW�LPSDFWV�DULVLQJ�IURP�D�GRXEOLQJ�RI�((&��DFWLYLW\�IRU�D�SRVVLEOH�((&�
SURJUDPPH�

7KLV�FOHDUO\�LGHQWLILHG�WKDW�IRU�WKH�LQVXODWLRQ�LQGXVWU\�VXEVWDQWLDO�FRVW�LPSDFWV�ZHUH�LQHYLWDEOH
JLYHQ�WKH�VFDOH�RI�LQYHVWPHQW�QHHGHG�WR�H[SDQG�WKH�LQGXVWU\�DW�JURZWK�UDWHV�YDU\LQJ�IURP
����WR������GHSHQGHQW�RQ�WKH�HQHUJ\�WDUJHW�WKDW�PLJKW�EH�VHW�E\�'()5$�

'()5$�VXEVHTXHQWO\�GLVFXVVHG�WKHLU�LQLWLDO�PRGHOOLQJ�VFHQDULR�ZLWK�HQHUJ\�VXSSOLHUV�LQ�WKH
'HFHPEHU�+/$&�WDUJHW�VXE�JURXS�PHHWLQJ�DQG�IROORZLQJ�D�XVHIXO�H[FKDQJH�RI�YLHZV��WKH
(5$�UHVSRQGHG�ZLWK�WKHLU�RSLQLRQ�RI�ZKDW�PLJKW�EH�DFKLHYDEOH�IRU�((&��LQ�WKHLU�UHSRUW
�(QHUJ\�VXSSOLHUV�YLHZV�RQ�WKH�IHDVLELOLW\�RI�GHOLYHULQJ�DQ�((&��REOLJDWLRQ�DQG�OLNHO\
FRVWV�SRVW������
� '()5$�WKHQ�WDEOHG�D�IXUWKHU�VFHQDULR�DW�WKH�PDLQ�+/$&�PHHWLQJ�LQ
)HEUXDU\��EDVHG�RQ�WKHLU�ODWHVW�YLHZV�RQ�FDSDFLWLHV��FRVWV�DQG�WDNLQJ�DFFRXQW�RI�WKH�ZRUN
GRQH�E\�VXSSOLHUV�

'()5$�DVNHG�VXSSOLHUV�IRU�D�UHVSRQVH�WR�WKHLU�ODWHVW�PRGHOOLQJ�VFHQDULR�DQG�WKLV�SDSHU�KDV
EHHQ�SURGXFHG�E\�WKH�(5$�DQG�UHSUHVHQWV�WKH�YLHZV�RI�DOO�LWV�PHPEHUV��2I�SDUWLFXODU
FRQFHUQ��DUH�WKH�PL[HG�PHVVDJHV�HPDQDWLQJ�IURP�WKH�LQVXODWLRQ�LQGXVWU\�DQG�WKHLU�VHHPLQJO\
RSWLPLVWLF�YLHZ�RQ�ZKDW�WKH\�IHHO�FDQ�EH�DFKLHYHG�

%RWK�RI�WKHVH�UHSRUWV�FDQ�EH�REWDLQHG�YLD�WKH�(QHUJ\�5HWDLOHUV�$VVRFLDWLRQ
V�ZHEVLWH�
ZZZ�HQHUJ\�UHWDLO�RUJ�XN
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�� .H\�3RLQWV

,Q�WKLV�SDSHU��ZH�KDYH�UHVSRQGHG�WR�'()5$
V�UHTXHVW�WKDW�ZH�FRQVLGHU�NH\�SRLQWV�RQO\�EXW
ZLVK�WR�SRLQW�RXW�WKDW�WKLV�GRHV�QRW�PHDQ�WKDW�ZH�HQGRUVH�DQ\�RI�WKH�SURYLVLRQDO�FRQFOXVLRQV
PDGH�E\�'()5$�WKDW�ZH�KDYH�FKRVHQ�QRW�WR�LQFOXGH�

:H�KDYH�WKHUHIRUH�IRFXVVHG�RQ�WKH�IROORZLQJ�

x &DYLW\�ZDOO�LQVXODWLRQ
x 3ULRULW\�JURXS
x /HYHUDJH
x ,QFHQWLYHV
x (QHUJ\�VDYLQJV
x 3URJUDPPH�$GPLQLVWUDWLRQ�3URFHGXUHV
x 2YHUDOO�SURJUDPPH�FRVW

&DYLW\�ZDOO�LQVXODWLRQ

,W�LV�ZRUWK�UHVWDWLQJ�WKH�IROORZLQJ�NH\�SRLQWV�

x $Q�DQQXDO�UDWH�RI�VRPH���������&:,
V�LV�UHTXLUHG�JLYHQ�'()5$
V�FXUUHQW�DVVXPSWLRQV
x /HVV�WKDW���������UHWURILW�&:,
V�SHU�DQQXP�KDYH�HYHU�EHHQ�ILWWHG�LQ�WKH�ODVW����\HDUV
x 7KH�IXOO�DYDLODEOH�FDSDFLW\�KDV�QHYHU�EHHQ�IXOO\�XWLOLVHG��SDUWLFXODUO\�LQ�VXPPHU�PRQWKV�

1HLWKHU�VXSSOLHUV�QRU�LQVWDOOHUV�KDYH�VXFFHVVIXOO\�RYHUFRPH�WKLV�GLIILFXOW\��*UHDWHU
HPSKDVLV�RQ�SULYDWH�VHFWRU�ZRUNLQJ�ZLOO�RQO\�H[DFHUEDWH�WKLV�SUREOHP�

x :LWK�FXUUHQW�YROXPHV��WKH�W\SLFDO�GHOD\�IURP�FXVWRPHU�HQTXLU\�WR�FRPSOHWHG�LQVWDOODWLRQ�LV
DERXW���PRQWKV�DQG�VLJQLILFDQWO\�ORQJHU�LQ�VRPH�SDUWV�RI�WKH�FRXQWU\�ZKHUH�WKHUH�LV�D
VKRUWIDOO�LQ�DYDLODEOH�FDSDFLW\

%\�DGGUHVVLQJ�WKH�IROORZLQJ�TXHVWLRQV��(5$�PHPEHUV�KDYH�FRQVLGHUHG�ZKHWKHU�����0�&:,
V
FDQ�EH�DFKLHYHG�LQ�OLQH�ZLWK�DOO�RI�WKH�UHODWHG�DVVXPSWLRQV�PDGH�E\�'()5$�

x $UH�WKHUH�VXIILFLHQW�FDYLWLHV�OHIW�WR�EH�ILOOHG"
:H�XQGHUVWDQG�WKDW�WKH�ILQGLQJV�RI�WKH�+RPH�&RQGLWLRQ�VXUYH\�LQGLFDWHV�WKDW�VRPH��0
FDYLW\�ZDOOV�UHPDLQ�XQILOOHG�DOWKRXJK��WKHUH�ZLOO�EH�D�SURSRUWLRQ�RI�WKHVH�WKDW�DUH
XQVXLWDEOH��SDUWLFXODUO\�WKRVH�ORFDWHG�LQ�FRDVWDO�UHJLRQV��LQ�ERWK�SULYDWH�DQG�VRFLDO�KRVLQJ�
,Q�WKHRU\��WKHUH�VKRXOG�EH�VXIILFLHQW�LQ�D�FRQGLWLRQ�WR�DFFHSW�ZDOO�LQVXODWLRQ�WR�PHHW�WKH
YROXPHV�UHTXLUHG�



+RZHYHU��WKH�FKDOOHQJH�LV�HQRUPRXV�DQG�SHQHWUDWLRQ�UDWHV�ZLOO�EH�H[WUHPHO\�KLJK��,QGHHG�
QRWKLQJ�RI�WKLV�PDJQLWXGH�KDV�EHHQ�DWWHPSWHG�EHIRUH�

x ,V�WKHUH�VXIILFLHQW�PDQXIDFWXUHU�LQVWDOOHU�FDSDFLW\�DYDLODEOH"
:H�NQRZ�WKDW�WKHUH�LVQ
W�VXIILFLHQW�LQVWDOOHU�PDQXIDFWXUHU�FDSDFLW\�DQG�(5$�PHPEHUV
KDYH�VHULRXV�GRXEWV�WKDW�WKH�LQGXVWU\�FDQ�H[SDQG�DW�WKH�UHTXLUHG�UDWH�

'XULQJ�������VXSSOLHUV�DQWLFLSDWH�FRPSOHWLQJ�VRPH���������LQVWDOODWLRQV�ZKHUHDV�WKH
LQGXVWU\�FDSDFLW\�LV�DERXW���������WKH�EDODQFH�FRYHULQJ�VRPH��������:DUP�)URQW�DQG
�������QHZ�EXLOG�LQVWDOODWLRQV��(YHQ�LI�DOO�RI�WKH�FDSDFLW\�ZDV�DYDLODEOH�IRU�((&���D�JURZWK
UDWH�RI�DERXW�����WR�����ZRXOG�EH�UHTXLUHG�

:H�EHOLHYH�WKDW�PRUH�ZRUN�QHHGV�WR�EH�GRQH�WR�HVWDEOLVK�D�UHDOLVWLF�YLHZ�RI�ZKDW�LV
QHHGHG�DQG�ZKDW�PLJKW�EH�DFKLHYHG�

x &DQ�(5$�PHPEHUV�LGHQWLI\�VXIILFLHQW�YROXPHV�WR�LQWHUHVW�FXVWRPHUV�WR�VHHN
TXRWDWLRQV�ZRUNLQJ"
$W�SUHVHQW��RQO\�DERXW�����RI�FXVWRPHU�HQTXLULHV�OHDG�WR�TXRWDWLRQV�EHLQJ�JLYHQ�DQG
VRPH�DUH�VXEVHTXHQWO\�QRW�DFFHSWHG��7KH�VFDOH�RI�PDUNHWLQJ�LQYROYHG�WR�UHDFK�WKH
YROXPHV�HQYLVDJHG�ZLOO�QHHG�VLJQLILFDQW�LQYHVWPHQW�DQG�WKH�ILQDO�FRVW�ZLOO�EH�XQNQRZQ
XQWLO�WKH�SURJUDPPH�LV�FRPSOHWHG�

:H�KDYH�DOUHDG\�H[SHULHQFHG�GHFOLQLQJ�UHVSRQVH�UDWHV�WR�FDPSDLJQV�LQ�WKH�HOHFWULFLW\
VHFWRU�WKURXJK�WKH�SUHYLRXV�SURJUDPPHV�DQG�WKH�VDPH�LV�QRZ�KDSSHQLQJ�ZLWKLQ�WKH�JDV
VHFWRU�

x :LOO�VXIILFLHQW�QRQ�SULRULW\�JURXS�FXVWRPHUV�EH�PRWLYDWHG�HQRXJK�WR�SD\�WRZDUGV
WKH�FRVW"
:KLOVW�'()5$�KDV�DFNQRZOHGJHG�(5$�PHPEHUV�FRQFHUQV�E\�LQFUHDVLQJ�WKHLU�OHYHUDJH
DVVXPSWLRQV��ZH�EHOLHYH�WKDW�VWLOO�PRUH�IXQGLQJ�ZLOO�EH�UHTXLUHG�DV�WKH�VFKHPH
SURJUHVVHV�

6RPH�VXSSOLHUV�KDYH�DOUHDG\�VXEVLGLVHG�SULFHV�E\�XS�WR�����DQG�WKH�JUHDWHU�FRPSHWLWLRQ
DPRQJVW�VXSSOLHUV�WR�UHDFK�GHFOLQLQJ�YROXPHV��FRXSOHG�ZLWK�WKH�QHHG�WR�WDFNOH��OHVV
UHVSRQVLYH�FXVWRPHUV��ZLOO�LQFUHDVH�WKH�OLNHOLKRRG�RI�HYHQ�KLJKHU�VXEVLGLHV�EHLQJ�QHHGHG
LQ�WKH�IXWXUH�

x :LOO�/RFDO�$XWKRULWLHV�KDYH�WKH�IXQGLQJ�DYDLODEOH�IRU�WKH�YROXPHV�UHTXLUHG"
:KLOVW�LW�LV�WKRXJKW�WKDW�VRPH��0�KRPHV�DUH�OHIW�WR�EH�LQVXODWHG�LQ�WKH�VRFLDO�VHFWRU�
VXSSOLHUV�FXUUHQW�H[SHULHQFH�RI�ZRUNLQJ�ZLWK�/RFDO�$XWKRULWLHV�LQGLFDWHV�WKDW�WKLV�PD\�EH
FRQVLGHUDEO\�RYHU�VWDWHG��6RPH�VXSSOLHUV�DUH�UHSRUWLQJ�WKDW�ORIW�WRS�XS�ZRUN�LV�DOO�WKDW�LV
DYDLODEOH�FXUUHQWO\��6XSSOLHUV�FDQQRW�FRQILUP�WKDW�PDWFK�IXQGLQJ�ZLOO�EH�DYDLODEOH�DW�WKH



UHTXLUHG�UDWH�DQG�VRPH�RI�WKH�SURSHUWLHV�ZLOO�EH�XQVXLWDEOH��SDUWLFXODUO\�WKRVH��LQ�FRDVWDO
UHJLRQV�

(5$�PHPEHUV�KDYH�FRQVLVWHQWO\�FKDOOHQJHG�WKH�FDSDFLW\�DQG�JURZWK�UDWH�LVVXH�IRU�LQVXODWLRQ
PHDVXUHV�DQG�UHFRJQLVH�WKDW�'()5$�KDV�UHVSRQGHG�SRVLWLYHO\�WR�RXU�YLHZV��:H�ZLOO�FRQWLQXH
WR�ZRUN�WR�HVWDEOLVK�D�FOHDUHU�YLHZ�RQ�ZKDW�PLJKW�EH�DFKLHYDEOH�EXW�UHPDLQ�XQFRQYLQFHG�WKDW
WKH�QHFHVVDU\�DFWLRQ�ZLOO�EH�WDNHQ�LQ�WLPH�

7R�VXFFHVVIXOO\�PHHW�LQFUHDVHG�HQHUJ\�VDYLQJ�WDUJHWV��UHJDUGOHVV�RI�WKH�VFDOH�RI�LQFUHDVH
SURSRVHG��UHTXLUHV�UHFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�FRQVXPHU�GHPDQG��:H�DUH�SOHDVHG�WKDW
'HIUD�LV�WR�XQGHUWDNH�VXSSRUWLYH�DFWLRQ�DQG�HYDOXDWH�ZKDW�SDUW�JRYHUQPHQW�FDQ�SOD\�WR
VWLPXODWH�LQFUHDVHG�DFWLYLW\�

+RZHYHU��ZH�UHPDLQ�SHVVLPLVWLF�DERXW�MXVW�KRZ�VXFFHVVIXO�DQ\�FDPSDLJQ�PLJKW�EH�JLYHQ�WKH
JHQHUDO�DSDWK\�LQ�WKH�PDUNHW�SODFH�DQG�WKH�WLPH�WDNHQ�IRU�DQ\�PDMRU�FDPSDLJQ�RI�WKLV�W\SH�WR
KDYH�DQ\�UHDO�LPSDFW�

7KH�FRVW�RI�FDYLW\�ZDOO�LQVXODWLRQ�DVVXPHG�E\�'()5$�KDV�ZH�EHOLHYH��EHHQ�EDVHG�RQ�WKDW
DVVXPHG�IRU�((&�ZLWK�DQ�DGGLWLRQ�RI�������IRU�LQIODWLRQ�DQG�D�IXUWKHU����UHDO�WHUPV�WR�UHIOHFW
JURZWK��:H�XQGHUVWDQG�WKDW�WKH�LQVXODWLRQ�LQGXVWU\�DQWLFLSDWHV�D�UHDO�WHUP
V�LQFUHDVH�RI����IRU
HDFK�\HDU�RI�((&���ZKLFK�LV�PRUH�LQ�OLQH�ZLWK�(5$�DVVXPSWLRQV�PDGH�ODVW�$XJXVW�

$W�SUHVHQW��ZH�GR�QRW�EHOLHYH�WKDW�LW�ZLOO�EH�SRVVLEOH�WR�GHOLYHU�����0�FDYLW\�ZDOO�LQVWDOODWLRQV
GXULQJ�((&���(YHQ�LI�LW�ZHUH�SRVVLEOH�WKH�XQUHDOLVWLF�DVVXPSWLRQV�RQ�GLUHFW�FRVWV�DQG
OHYHUDJH�SUHVHQW�D�ORZHU�RYHUDOO�SURJUDPPH�FRVW�DV�SUHVHQWHG�E\�'()5$�WKDQ�WKDW�PRGHOOHG
E\�(5$�PHPEHUV�

3ULRULW\�*URXS

(5$�PHPEHUV�EHOLHYH�WKDW�WKH�PDLQ�SXUSRVH�RI�WKH�((&�SURJUDPPH�VKRXOG�EH�WR�DVVLVW
*RYHUQPHQW�LQ�PHHWLQJ�LWV�FOLPDWH�FKDQJH�REMHFWLYHV�ZKLOVW�UHFRJQLVLQJ�WKDW�LW�FDQ�PDNH�D
XVHIXO�FRQWULEXWLRQ�WRZDUGV�DOOHYLDWLQJ�IXHO�SRYHUW\�

:H�VXSSRUW�WKH�YLHZ�WKDW�HTXLW\�VKRXOG�EH�DSSOLHG�WR�HQVXUH�WKDW�GLVDGYDQWDJHG�FXVWRPHU
JURXSV�FRQWULEXWLQJ�WR�WKH�SURJUDPPH�WKURXJK�WKHLU�HQHUJ\�ELOOV�KDYH�WKH�RSSRUWXQLW\�RI
UHFHLYLQJ�D�IDLU�VKDUH�RI�WKH�HQHUJ\�VDYLQJV�EHQHILWV�



:H�EHOLHYH�WKDW�WKH�SULRUWL\�JURXS�VKDUH�VKRXOG�EH�PDLQWDLQHG�LQ�WKH�WDUJHW�PRGHO�DQG�VKRXOG
QRW�H[FHHG������:H�ZRXOG�QRW�DJUHH�WKDW�DQ\�DOWHUQDWLYH�GHILQLWLRQ�RU�FRQVWUDLQWV�VKRXOG�EH
DSSOLHG�VXFK�DV�D�PLQLPXP�6$3�UDWLQJ�IRU�WKH�3ULRULW\�*URXS�

7R�LGHQWLI\�HOLJLEOH�FXVWRPHU�LQ�WKH�SULYDWH�VHFWRU�ZLOO�EH�GLIILFXOW�HQRXJK�DQG�WKLV�LV�ERXQG�WR
EH�UHIOHFWHG�LQ�WKH�LQGLUHFW�FRVWV�WKDW�ZLOO�EH�LQFXUUHG��7R�LQWURGXFH�D�6$3�UDWLQJ�FULWHULRQ�FRXOG
DGG���������IRU�HDFK�VXFFHVVIXO�SURSHUW\�LPSURYHG�DQG�XQQHFHVVDU\�LQGLUHFW�FRVWV�IRU�WKRVH
WKDW�GLG�QRW�VXEVHTXHQWO\�TXDOLI\�XQGHU�WKH�SULRULW\�JURXS�GHILQLWLRQ�DV�PRGLILHG�

/HYHUDJH�$VVXPSWLRQV

3ULYDWH�6HFWRU
'HIUD�KDYH�UHFRJQLVHG�WKDW�((&��OHYHUDJH�DVVXPSWLRQV�IRU�WKH�SULYDWH�VHFWRU�ZLOO�QHHG�WR�EH
DGMXVWHG�IURP�WKH�FXUUHQW�((&��PRGHO���������WR�UHIOHFW�LQFUHDVLQJ�PDUNHW�SHQHWUDWLRQ�DQG�WR
RYHUFRPH�FXVWRPHU�DSDWK\��'HIUD�KDYH�VXJJHVWHG�OHYHUDJH�RI��������LQ�IDYRXU�RI�WKH
VXSSOLHU�FRQWULEXWLRQ�IRU�WKH�SULYDWH�VHFWRU��(5$�KDV�SUHYLRXVO\�DUJXHG�WKDW�WKLV�ILJXUH�VKRXOG
EH�DW�OHDVW���������+RZHYHU�LQ�OLJKW�RI�UHFHQW�DQDO\VLV��(5$�QRZ�EHOLHYHV�WKLV�ILJXUH�WR�EH
LQFRUUHFW�DQG�WKDW�WKLV�VKRXOG�EH�FKDQJHG�WR�������

7KH�WDEOH�EHORZ�VKRZV�WKH�FXUUHQW�SRVLWLRQ�IRU�((&��DQG�IRUHFDVWV�IRU�((&��EDVHG�RQ
SUHYLRXV�(5$�UHSRUWV�

/HYHUDJH$YHUDJH�,QVXODWLRQ
&RVWV
��LQFOXGLQJ
LQGLUHFW�FRVWV�

$YHUDJH�:HLJKWHG
&XVWRPHU�UHWDLO�SULFH� 6XSSOLHU &XVWRPHU

((&� ���� ���� ��� ���
((&� ���� ���� ��� ���


�$YHUDJH�LQVXODWLRQ�FRVW�EDVHG�RQ�D ��EHG�VHPL�GHWDFKHG�KRXVH�±�VRXUFH
(5$�SDSHU�RQ�((&��FRVWV��������

x ((&��FXUUHQW�FRVWV��DYHUDJH�SULFH�������$GGLWLRQDO�����XSOLIW�KDV�EHHQ�DSSOLHG�WR�WKLV
ILJXUH�WR�DFFRXQW�IRU�UHFHQW�LQVWDOOHU�SULFH�LQFUHDVHV��-DQ��������QRW�IDFWRUHG�LQWR�(5$
FRVW�PRGHO��7RWDO�FXUUHQW�FRVW�WKHUHIRUH�LV�����

x ((&��FRVWV��%DVH�&XUUHQW�SULFH�DGMXVWHG�WR�LQFOXGH�����LQFUHDVH�LQ�LQVWDOOHU�SULFHV��-DQ
������������(5$�SDSHU��PLG�SRLQW�FRVW�VFHQDULR��VXJJHVWHG�D� ����LQFUHDVH�LQ�LQVWDOOHU
FRVWV��WDNLQJ�WRWDO�SUHGLFWHG�FRVW�IRU�((&��WR�����

x ,QGLUHFW�FRVWV�RI�����KDYH�EHHQ�HVWLPDWHG�IRU�((&���$JDLQ�LW�LV�OLNHO\�WKDW�WKLV�ZLOO
LQFUHDVH�GXULQJ�((&��DV�PRUH�H[SHQVLYH�PDUNHWLQJ�FKDQQHOV�DUH�XVHG�WR�JHQHUDWH
UHTXLUHG�YROXPH��DQG�WUDGLWLRQDO�ORZ�FRVW�FKDQQHO�H�J��ELOO�DFFRXQW�HQFORVXUHV��EHFRPH
VDWXUDWHG��$VVXPHG�LQFUHDVH�RI�����WDNLQJ�WRWDO�LQGLUHFW�FRVWV�IRU�((&��WR�����



x � &XUUHQW�&:,�UHWDLO�SULFH�EDVHG�RQ�ZHLJKWHG�DYHUDJH�DFURVV�DOO�VXSSOLHUV
x ((&���&XUUHQW�&:,�UHWDLO�SULFH�EDVHG�RQ�ZHLJKWHG�DYHUDJH�DFURVV�DOO�VXSSOLHUV
x ((&���%DVHG�RQ�VXSSOLHU¶V�HVWLPDWH�RI�UHWDLO�VHOOLQJ�SULFH�QHFHVVDU\�WR�JHQHUDWH�GHPDQG

IRU����P�FDYLW\�ZDOO�LQVWDOODWLRQV��DJDLQVW����N�LQ�((&����$V�WKH�NH\�&:,�SURSRVLWLRQ�LV
XQOLNHO\�WR�FKDQJH��(QHUJ\�VHUYLFHV�LV�WKH�RQO\�NH\�H[FHSWLRQ��EXW�WKLV�LV�XQSURYHG���SULFH
LV�WKH�RQO\�PHFKDQLVP�E\�ZKLFK�GHPDQG�FDQ�EH�VWLPXODWHG�

3XEOLF�6HFWRU

'HIUD�KDYH�LQGLFDWHG�WKDW�WKH\�LQWHQG�WR�PDLQWDLQ�WKH�((&��SXEOLF�VHFWRU�OHYHUDJH
DVVXPSWLRQV�IRU�((&�����������7KLV�IDLOV�WR�WDNH�DFFRXQW�RI�WKH�FRPSHWLWLYH�QDWXUH�RI�WKLV
PDUNHW��ERWK�FXUUHQWO\�XQGHU�((&��DQG�WKDW�HQYLVDJHG�IRU�((&����7KH�VRFLDO�VHFWRU�SURYLGHV
D�VWHDG\�PDUNHW�IRU�FRVW�HIIHFWLYH�HQHUJ\�VDYLQJV�DQG�LV�WKHUHIRUH�YHU\�DWWUDFWLYH�WR�DOO
VXSSOLHUV������RI�&:,¶V�GHOLYHUHG�LQ�VRFLDO�VHFWRU�IRU�((&���

6RFLDO�KRXVLQJ�LV�DOVR�D�ILQLWH�UHVRXUFH��DV�ZH�NQRZ�WKDW�ZRUN�ZLOO�GHFOLQH�LQ�WKLV�VHFWRU�GXULQJ
((&���7KH�FRPELQDWLRQ�RI�WKHVH�IDFWRUV�ZLOO�GULYH�LQFUHDVHG�FRPSHWLWLRQ�LQ�WKLV�VHFWRU��OHDGLQJ
WR�LQFUHDVHG�VXSSOLHU�VXEVLGLHV��(YLGHQFH�RI�WKLV�FRPSHWLWLRQ�LV�DOUHDG\�HYLGHQW��VXSSOLHUV
UHSRUW�WKDW�PDWFK�IXQGHG�GHDOV���������DUH�WKH�H[FHSWLRQ�UDWKHU�WKDQ�WKH�QRUP��7DNLQJ�WKHVH
HOHPHQWV�LQWR�FRQVLGHUDWLRQ�WKH�OHYHUDJH�VXSSOLHUV�FDQ�H[SHFW�IURP�VRFLDO�KRXVLQJ�SURYLGHUV
ZLOO�LQHYLWDEO\�GHFOLQH���7KH�IROORZLQJ�WDEOH�VKRZV�VXSSOLHUV�H[SHFWDWLRQ�IRU�OHYHUDJH�LQ�WKH
VRFLDO�VHFWRU�IRU�((&��

/HYHUDJH
6XSSOLHU 6RFLDO�+RXVLQJ

3URYLGHU
((&�
 ��� ���
((&� ��� ���


�%DVHG�RQ�'()5$
V�RULJLQDO�DVVXPSWLRQV�IRU�((&��±�WKLV�GRHV�QRW�UHODWH�WR
DFWXDO�PDUNHW�FRQGLWLRQV

,QFHQWLYHV

,QFHQWLYHV�KDYH�SOD\HG�D�VLJQLILFDQW�SDUW�LQ�GHYHORSLQJ�FRQVXPHU�GHPDQG�IRU�HQHUJ\
HIILFLHQF\�SURGXFWV�

$SSOLDQFHV

$�VXFFHVV�VWRU\�KDV�EHHQ�WKH�DSSOLDQFHV�PDUNHW����:H�ZRXOG�QRW�ZLVK�WR�VHH�WKH�PDUNHW�IRU�$
UDWHG�DSSOLDQFHV�GLPLQLVK�RU�WKH�EHQHILWV�DFKLHYHG�UHGXFHG�DQG�WKLV�SRVVLELOLW\�QHHGV�WR�EH



JLYHQ�FRQVLGHUDWLRQ���7KH�HPHUJLQJ�$��DQG�$���DSSOLDQFHV�VKRXOG�EH�VXSSRUWHG�E\
SURJUDPPH�LQFHQWLYHV������XSOLIW�IDFWRU��LQ�RUGHU�WKDW�D�PDUNHW�IRU�WKHVH�DSSOLDQFHV¶�PD\�EH
HVWDEOLVKHG�

(QHUJ\�6HUYLFHV

7KH�HQHUJ\�VHUYLFHV�SURGXFW�KDV�\HW�WR�HPHUJH�DV�D�PDUNHW�FRQWHQGHU���7R�DFKLHYH�GHVLUDEOH
SURJUHVV�LQ�WKLV�DUHD�WKH�SLORW�SURSRVHG�DQG�IRUPLQJ�SDUW�RI�2)*(0
V�FRQVXOWDWLRQ�PXVW
LQWHJUDWH�ZLWK�((&���&RQVXPHU�GHPDQG�UHPDLQV�DW�WKH�OHYHO�WKDW�UHTXLUHV�VWLPXODWLRQ�ZLWK
VXEVLGLVHG�HQHUJ\�HIILFLHQF\�SURGXFWV���6XFK�DQ�DSSURDFK�ZRXOG�DVVRFLDWH�HQHUJ\�VHUYLFHV
ZLWK�HQHUJ\�VDYLQJ�RSSRUWXQLWLHV�IRU�WKH�FRQVXPHU�

(QHUJ\�VDYLQJV
3UHYLRXV�(5$�SDSHUV�KDYH�LQGLFDWHG�WKDW�WKH�DYHUDJH�VRFLDO�KRXVLQJ�SURSHUW\�LQWR�ZKLFK
FDYLW\�ZDOO�LQVXODWLRQ�LV�LQVWDOOHG�LV�D�� EHG�HQG�WHUUDFH�������ORZHU�VDYLQJV�WKDQ�WKH�SULYDWH
VHFWRU���EHG�VHPL���'HIUD¶V�FXUUHQW�PRGHO�GRHV�QRW�UHSUHVHQW�WKH�GLIIHUHQFH�LQ�HQHUJ\�VDYLQJV
EHWZHHQ�WKH�SULYDWH�DQG�VRFLDO�VHFWRU��7KLV�LV�WR�RYHU�VWDWH�WKH�SRWHQWLDO�HQHUJ\�VDYLQJV�LQ�WKH
PRGHO�ZLWK�D�PHDVXUH�WKDW�LV�DOUHDG\�FRQVWUDLQHG�E\�LQGXVWU\�FDSDFLW\���&XUUHQW�WUHQGV�LQ�WKLV
VHFWRU�FRQILUP�RXU�SUHYLRXV�SRVLWLRQ���8QOHVV�'HIUD�DFFHSW�WKLV�SRVLWLRQ�VXSSOLHUV�ZLOO�KDYH�WR
LQLWLDWH�IXUWKHU�DFWLYLW\�LQ�RUGHU�WR�DFKLHYH�WKH�OHYHO�RI�HQHUJ\�VDYLQJV�LQGLFDWHG���&OHDUO\�WKLV
KDV�LPSOLFDWLRQV�IRU�WKH�SURJUDPPH¶V�RYHUDOO�FRVW�

���3URJUDPPH�$GPLQLVWUDWLRQ�3URFHGXUHV

6XSSOLHUV¶�DUH�NHHQ�WR�VHH�V\QHUJ\�EHWZHHQ�WKH�DGPLQLVWUDWLRQ�SURFHGXUHV�WR�EH�HVWDEOLVKHG
IRU�((&��DQG�WKH�IRFXV�DQG�GLUHFWLRQ�UHVXOWLQJ�IURP�WKH�LQIRUPDO�DQG�IRUPDO�FRQVXOWDWLRQV
XQGHUWDNHQ�E\�'HIUD���)DLOXUH�WR�UHFRJQLVH�WKLV�REMHFWLYH�KDV�WKH�SRWHQWLDO�WR�VLJQLILFDQWO\
DIIHFW�WKH�DFKLHYHPHQW�RI�FDUERQ�VDYLQJ�WDUJHWV�DQG�WKH�FRVW�LQFXUUHG�E\�VXSSOLHUV�

+DYLQJ�DFKLHYHG�D�OHYHO�RI�DFWLYLW\�WKURXJK�WKH�FXUUHQW�((&�SURJUDPPH�VXSSOLHUV¶�DUH�RI�WKH
YLHZ�WKDW�LW�LV�HVVHQWLDO�WR�PDLQWDLQ�WKLV�DFWLYLW\�LQ�RUGHU�WR�ODXQFK�LQWR�((&����7R�DFKLHYH
FRQWLQXLW\�ZH�FRQVLGHU�WKHUH�VKRXOG�EH�QR�OLPLW�LPSRVHG�RQ�WKH�OHYHO�RI�HQHUJ\�VDYLQJV
VXSSOLHUV�DUH�SHUPLWWHG�WR�FDUU\�RYHU�IURP�((&�LQWR�((&��

2QH�SDUWLFXODU�DUHD�IRU�FRQFHUQ�LV�WKH�DSSOLFDWLRQ�RI�DGGLWLRQDOLW\�IRU�((&����6XSSOLHUV�IHHO�WKDW
WKLV�LQ�LWVHOI�UHSUHVHQWV�D�SRWHQWLDO�WKUHDW�WR�WKH�GHOLYHU\�RI�HQHUJ\�VDYLQJV���)RU�H[DPSOH�LQ
PDUNHWV�ZKHUH�'HIUD�FXUUHQWO\�LQGLFDWH�WKDW�PD[LPXP�GHOLYHU\�FDSDFLW\�LV�WR�EH�XWLOLVHG�WR
DFKLHYH�WKH�YROXPHV�LQGLFDWHG�LQ�'()5$
V�PRGHO�



,W�LV�HVVHQWLDO�WKHUHIRUH�WKDW�2)*(0�DFFXUDWHO\�WUDQVODWHV�WKH�PRGHOOLQJ�DVVXPSWLRQV�ILQDOO\
VHW�E\�'()5$��LQWR�ZRUNLQJ�SURFHGXUHV�WKDW�GR�QRW�LPSDFW�RSHUDWLRQDO�RU�FRVW�DVSHFWV�QRW
IXOO\�WDNHQ�DFFRXQW�RI�ZLWKLQ�WKH�VWDWXWRU\�LQVWUXPHQW�

���2YHUDOO�SURJUDPPH�FRVW

:H�KDYH�UHFDOFXODWHG�WKH�HQHUJ\�VDYLQJV�ZLWK�WKH�QHZ�YROXPHV�RI�PHDVXUHV�DQG�UHYLVHG
HQHUJ\�VDYLQJV�ZKHUH�DSSURSULDWH���+RZHYHU�RQ�WKH�EDVLV�RI�WKH�DVVXPSWLRQ�WKDW�((&�,,�ZLOO
GHOLYHU������PLOOLRQ�FDYLW\�ZDOO�LQVWDOODWLRQV��ZKLFK�ZH�GR�QRW�FRQVLGHU�DFKLHYDEOH��ZH�EHOLHYH
WKH�FRVW�RI�WKLV�PHDVXUH�ZLOO�ULVH�EH\RQG�WKH�OHYHO�LQGLFDWHG�LQ�RXU�SDSHU�LQ�-DQXDU\���7KH�ZRUN
FDUULHG�RXW�E\�,%0�IRU�WKH�(5$�LQ�6HSWHPEHU������ZRXOG�VXJJHVW�D�FRVW�RI��������:H�DOVR
EHOLHYH�WKH�HQHUJ\�VDYLQJV�IURP�FDYLW\�ZDOO�LQVWDOODWLRQV�LQ�WKH�VRFLDO�VHFWRU�DUH�RYHU
HVWLPDWHG��ZKLFK�KDV�WKH�HIIHFW�RI�LQFUHDVLQJ��WKH�OHYHO�RI�DFWLYLW\�VXSSOLHUV�ZRXOG�KDYH�WR
DFKLHYH�WR�GHOLYHU�WKHLU�WDUJHWV�

$SSO\LQJ�WKH�OHYHUDJH�LQ�WKH�VRFLDO�KRXVLQJ�VHFWRU�DQG�WKH�DERYH�IDFWRUV�ZH�DQWLFLSDWH�WKH
FRVW�RI�GHOLYHULQJ������7:K�ZRXOG�EH�������H[�YDW��,W�LV�QHFHVVDU\�WR�XSOLIW�WKLV�FRVW�LQ�OLQH
ZLWK�WKH�SURSRVHG�WDUJHW�RI������7:K�ZKLFK�ZRXOG�FRVW��������H[�YDW

'()5$ (5$
(QHUJ\�VDYLQJ��7:K� ����� �����
&DUERQ�VDYLQJ��0W&�\� ���� ����
&RVW��SHU�FXVWRPHU�SHU�ELOO� ����� ������
&RVW�LQFOXGLQJ�9$7��SHU�FXVWRPHU�SHU�ELOO� ����� ������

���&RQFOXVLRQ

:KLOVW�(5$�PHPEHUV�UHFRJQLVH�WKDW�'()5$�KDV��ZLWK�WKH�EHQHILW�RI�KDYLQJ�PRUH�GDWD�DQG
LQIRUPDWLRQ�DYDLODEOH��UHVSRQGHG�WR�(5$�PHPEHUV�YLHZV�RQ�VRPH�RI�WKH�NH\�LVVXHV��ZH�DUH
QHYHUWKHOHVV�FRQFHUQHG�WKDW�RYHU�RSWLPLVWLF�DVVXPSWLRQV�KDYH�VWLOO�EHHQ�PDGH�

:H�FDQQRW�DJUHH�WKDW�WKH�YROXPHV�RI�FDYLW\�ZDOO�LQVXODWLRQ�ZLOO�EH�DFKLHYHG�GXH�WR�WKH
VXEVWDQWLDO�JURZWK�UDWHV�UHTXLUHG�LQ�LQIUDVWUXFWXUH�DV�ZHOO�DV��WKH�H[WHQW�RI�DZDUHQHVV�UDLVLQJ
DQG�PDUNHWLQJ�WKDW�ZLOO�EH�QHHGHG�

0HPEHUV�EHOLHYH�WKDW�GLUHFW�FRVW�DQG�OHYHUDJH�DVVXPSWLRQV�UHPDLQ�WRR�ORZ�DQG�WKDW�WKH
WKHRUHWLFDO�SURJUDPPH�FRVW�ZRXOG�EH�QHDUHU�����SHU�FXVWRPHU�SHU�IXHO�SHU�\HDU��PXFK�KLJKHU
WKDQ�WKDW�DVVXPHG�E\�'()5$�
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