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7KH�$PHULFDQ�$VVRFLDWLRQ�RI�7LVVXH�%DQNV��$$7%�RU�WKH�$VVRFLDWLRQ� UHVSHFWIXOO\�
VXEPLWV�WKLV�FLWL]HQ�SHWLWLRQ��3HWLWLRQ��XQGHU�WKH�)HGHUDO�)RRG��'UXJ��DQG�&RVPHWLF�$FW�RI�
������DV�DPHQGHG��)'&$���WKH�3XEOLF�+HDOWK�6HUYLFH�$FW�RI�������DV�DPHQGHG��3+6$���
DQG��� &�)�5������������7KH�$$7%�UHTXHVWV�WKDW�WKH�&RPPLVVLRQHU�RI�)RRG�DQG�'UXJV�
�&RPPLVVLRQHU��WDNH�WKH�WZR�DFWLRQV�GHVFULEHG�EHORZ�ZLWK�UHVSHFW�WR�KXPDQ�GHULYHG�
DFHOOXODU�GHUPDO�PDWUL[��KXPDQ�$'0��DOORJUDIWV�LQWHQGHG�IRU�XVH�LQ�SRVW�PDVWHFWRP\�
EUHDVW�UHFRQVWUXFWLRQ�VXUJHU\��

7KH�$PHULFDQ�$VVRFLDWLRQ�RI�7LVVXH�%DQNV��$$7%��LV�D�SURIHVVLRQDO��QRQ�SURILW��
VFLHQWLILF� DQG�HGXFDWLRQDO�RUJDQL]DWLRQ�� ,W�LV�WKH�RQO\�QDWLRQDO�WLVVXH�EDQNLQJ�RUJDQL]DWLRQ�
LQ�WKH�8QLWHG�6WDWHV��DQG�LWV�PHPEHUVKLS�WRWDOV�DSSUR[LPDWHO\�����DFFUHGLWHG�WLVVXH�EDQNV�
DQG�������LQGLYLGXDO�PHPEHUV�� 7KHVH�EDQNV�UHFRYHU�WLVVXH�IURP�PRUH�WKDQ��������GRQRUV�
DQG�GLVWULEXWH�LQ�H[FHVV�RI ����PLOOLRQ�DOORJUDIWV�� 7KH�RYHUZKHOPLQJ�PDMRULW\�RI�WKH�
KXPDQ�WLVVXH�GLVWULEXWHG�IRU�WKHVH�WUDQVSODQWV�FRPHV�IURP�$$7%�DFFUHGLWHG�WLVVXH�EDQNV�

7KH�$VVRFLDWLRQ�ZDV�IRXQGHG�LQ������E\�D�JURXS�RI�GRFWRUV�DQG�VFLHQWLVWV�ZKR�LQ�
�����KDG�VWDUWHG�RXU�QDWLRQ¶V�ILUVW�WLVVXH�EDQN��WKH�8�6� 1DY\�7LVVXH�%DQN� 5HFRJQL]LQJ�
WKH�LQFUHDVLQJ�XVH�RI�KXPDQ�WLVVXH�IRU�WUDQVSODQW��WKH IRXQGHUV�VDZ�WKH�QHHG�IRU�D�QDWLRQDO�
RUJDQL]DWLRQ�WR�GHYHORS�VWDQGDUGV��SURPRWH�HWKLFV��DQG�LQFUHDVH�KXPDQ�WLVVXH�GRQDWLRQV�
6LQFH�LWV�EHJLQQLQJ��WKH�$$7%�KDV�EHHQ�GHGLFDWHG�WR�LPSURYLQJ�DQG�VDYLQJ�OLYHV�E\�
SURPRWLQJ�WKH�VDIHW\��TXDOLW\��DQG�DYDLODELOLW\�RI�GRQDWHG�KXPDQ�WLVVXH� 7R�IXOILOO�WKDW�
PLVVLRQ��WKH�$$7%�SXEOLVKHV�VWDQGDUGV�DQG�DFFUHGLWV�WLVVXH�EDQNV�� 7KH�$VVRFLDWLRQ�DOVR�
UHJXODUO\�LQWHUDFWV�ZLWK�UHJXODWRU\�DJHQFLHV��OLNH�)'$� DQG�FRQGXFWV�HGXFDWLRQDO�PHHWLQJV�

$FHOOXODU�GHUPDO�PDWUL[��$'0��DOORJUDIWV�DUH�GHULYHG�IURP�GRQDWHG�KXPDQ�VNLQ�
DQG�DUH�FDOOHG�³KXPDQ�$'0�DOORJUDIWV�´��7KHVH�SURGXFWV�W\SLFDOO\�DUH�XVHG�WR�UHLQIRUFH�
GDPDJHG�RU�LQDGHTXDWH�LQWHJXPHQWDO�WLVVXH��ZKLFK�LV�WLVVXH�WKDW�FRYHUV�RU�HQFORVHV�DQ�
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RUJDQLVP�RU�RQH�RI�LWV�SDUWV���+XPDQ�$'0�DOORJUDIWV RIIHU�VLJQLILFDQW�FOLQLFDO�DGYDQWDJHV�
RYHU�V\QWKHWLF DOWHUQDWLYHV���,Q�SDUWLFXODU��KXPDQ�$'0 DOORJUDIWV�DUH�LQFRUSRUDWHG�LQWR�D�
SDWLHQW¶V�ERG\�YLD�UHYDVFXODUL]DWLRQ�DQG�FHOOXODU�LQJURZWK IURP�WKH�VXUURXQGLQJ�WLVVXHV���,Q�
FRQWUDVW� V\QWKHWLF�PHGLFDO�GHYLFH�LPSODQWV�VHUYLQJ D�VLPLODU�IXQFWLRQ�HLWKHU UHVLGH�DV�
IRUHLJQ�ERGLHV�IRU�WKH�GXUDWLRQ�RI�WKHLU�XVH�RU�PXVW�EH�PDGH�UHVRUEDEOH��L�H���FDSDEOH�RI�
EHLQJ�GHJUDGHG��PHWDEROL]HG� DQG�H[FUHWHG�RYHU�WLPH�� $$7%�PHPEHUV�GLVWULEXWH�DOPRVW�
DOO�RI�WKH�KXPDQ�$'0�DOORJUDIWV�XVHG�LQ�WKH�8QLWHG�6WDWHV��DQG�WKH�$VVRFLDWLRQ�WKHUHIRUH�
KDV�D�SRZHUIXO�LQWHUHVW�LQ�HQVXULQJ�WKDW�)'$�SURSHUO\�FODVVLILHV�WKHVH�SURGXFWV�IRU�
UHJXODWRU\�SXUSRVHV WR�PDLQWDLQ�FRQWLQXHG�SDWLHQW�DFFHVV�

*LYHQ�WKH�EHQHILWV�KXPDQ�$'0�DOORJUDIWV�SURYLGH��LW�LV�KDUGO\�VXUSULVLQJ�WKDW�WKHVH�
SURGXFWV�DUH�XVHG�LQ�D�ZLGH�UDQJH�RI�FOLQLFDO�DSSOLFDWLRQV���3HUKDSV�QRQH�RI�WKHVH�
DSSOLFDWLRQV�LV�PRUH�LPSRUWDQW�WKDQ�WR�DVVLVW�ZLWK�SRVW�PDVWHFWRP\�EUHDVW�UHFRQVWUXFWLRQ�
LQ�ZRPHQ�ZKR�KDYH�UHFHLYHG�WUHDWPHQW�IRU�EUHDVW�FDQFHU���'XULQJ�D�W\SLFDO�PDVWHFWRP\��
VXUJHRQV�UHPRYH�EUHDVW�WLVVXH�LQ�RUGHU�WR�H[FLVH�FDQFHURXV PDVVHV IURP�WKH�ERG\�EXW²WR�
WKH�PD[LPXP�H[WHQW�SRVVLEOH²OHDYH�WKH�RYHUO\LQJ�GHUPDO�OD\HU�DQG�HSLGHUPLV�RI�WKH�
EUHDVW�LQWDFW�VR�WKDW�LW�ODWHU�FDQ�EH�XVHG�WR�KROG�DQG�SURWHFW�D�UHFRQVWUXFWHG�EUHDVW��LI�WKH�
SDWLHQW�RSWV�WR�XQGHUJR�SRVW�PDVWHFWRP\�UHFRQVWUXFWLRQ��DV�WKH�RYHUZKHOPLQJ�PDMRULW\�RI�
IHPDOH�EUHDVW�FDQFHU�SDWLHQWV�GR����,Q�PRVW�FDVHV��VRPH�GDPDJH�RU�GHQXGLQJ�RI�WKH�
SDWLHQW¶V�GHUPLV�LV�DQ�XQLQWHQGHG�EXW�LQHYLWDEOH�E\SURGXFW�RI�WKLV�VXUJHU\���

+XPDQ�$'0�DOORJUDIWV�SOD\�D�YLWDO�UROH�LQ�KHOSLQJ�FOLQLFLDQV�UHSDLU�WKH�GDPDJH�WR�
WKH�GHUPLV�FDXVHG�E\�D�PDVWHFWRP\� 7KH�VXUJHRQ�LPSODQWV�D�KXPDQ�GHUPLV�DOORJUDIW
XQGHU�WKH�HSLGHUPLV�RI�WKH�EUHDVW WR�UHSDLU��UHLQIRUFH��UHSODFH� UHFRQVWUXFW� RU�VXSSOHPHQW�
WKH�UHPDLQLQJ�QDWLYH�GHUPLV���:LWKLQ�D�VKRUW�SHULRG�DIWHU�WKH�VXUJHU\��WKH�UHFLSLHQW EHJLQV�
WR�LQFRUSRUDWH WKH�KXPDQ�$'0�DOORJUDIW DV�OLYLQJ�WLVVXH ZLWK�UHYDVFXODUL]DWLRQ�DQG�
FHOOXODU�LQJURZWK���7KH�KXPDQ�$'0�DOORJUDIW SHUIRUPV WKH�VDPH�LQWHJXPHQWDO�IXQFWLRQV�
WKDW�WKH�SDWLHQW¶V�QDWLYH�GHUPLV�ZRXOG�SHUIRUP�LI�LW�KDG�QRW�EHHQ�GDPDJHG��QDPHO\��WR�
KROG��FXVKLRQ� DQG�SURWHFW�WKH�XQGHUO\LQJ�DQDWRP\�IURP�H[SRVXUH�DQG�OLNHO\�GDPDJH��DQG�
VXSSRUW�WKH�RYHUO\LQJ�VNLQ����

7KLV�XVH�RI�KXPDQ�$'0�DOORJUDIWV�KDV�EHHQ�VR�VXFFHVVIXO�WKDW�WKURXJKRXW�WKH�
8QLWHG�6WDWHV�LW�KDV�EHFRPH�WKH�VWDQGDUG�RI�FDUH� DV�SRLQWHG�RXW LQ�UHFHQW�FRPPHQWV�WR�D
&HQWHU�IRU�'HYLFHV�DQG�5DGLRORJLFDO��&'5+� $GYLVRU\�&RPPLWWHH�0HHWLQJ�E\�WKH�
$PHULFDQ�6RFLHW\�RI�3ODVWLF�6XUJHRQV��$636���UHSUHVHQWLQJ�����RI�ERDUG�FHUWLILHG�3ODVWLF�
6XUJHRQV�LQ�WKH�8QLWHG�6WDWHV���7KHVH�FOLQLFDO�VXUJHRQV�KDYH�SHUIRUPHG�KXQGUHGV�RI�
WKRXVDQGV�RI�EUHDVW�UHFRQVWUXFWLRQV�XVLQJ�KXPDQ�$'0�DOORJUDIWV�IRU�FORVH�WR�WZR GHFDGHV��
0DQ\�WKRXVDQGV�RI�ZRPHQ�WUHDWHG�LQ�WKLV�PDQQHU�KDYH�KDG�H[FHOOHQW�UHVXOWV�DQG�D�UHWXUQ�
WR�QRUPDOLW\�WR�D�GHJUHH�QRW�IRUPHUO\�SRVVLEOH���,Q�WKH�SDVW�IHZ�\HDUV��LPSURYHPHQWV�LQ�
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VXUJLFDO�WHFKQLTXHV�DQG�EUHDVW�LPSODQW�GHYLFHV��FRPELQHG�ZLWK�XVH�RI�KXPDQ�$'0�
DOORJUDIWV��KDYH�OHG�WR�VWULNLQJ�UHVXOWV LQ�SRVW�PDVWHFWRP\�EUHDVW�UHFRQVWUXFWLRQV���

'HVSLWH�WKLV�VXFFHVV��WKH�$JHQF\ KDV UHFHQWO\�WDNHQ�D�FODVVLILFDWLRQ�SRVLWLRQ�WKDW
WKUHDWHQV DFFHVV�WR�KXPDQ�$'0�DOORJUDIWV�IRU�WKLV�DSSOLFDWLRQ���)RU�WKH�SDVW�WZR�GHFDGHV��
)'$�KDV�WUHDWHG�KXPDQ�$'0�DOORJUDIWV�DV�³����KXPDQ�FHOOXODU�DQG�WLVVXH�EDVHG�
SURGXFWV´�RU�³����+&7�3V�´��$OO +&7�3V�PXVW�FRPSO\�ZLWK����&�)�5��3DUW�������3DUW�
�������ZKLFK�LV�DLPHG�DW�HQVXULQJ�WKDW�GRQDWHG�KXPDQ�VNLQ�LV�VFUHHQHG��SURFHVVHG��
ODEHOHG� DQG�GLVWULEXWHG�LQ�D�PDQQHU�WKDW�SUHYHQWV�WKH�WUDQVPLVVLRQ�RI�GLVHDVH���0RVW�
+&7�3V�DUH�UHJXODWHG�H[FOXVLYHO\�XQGHU�VHFWLRQ�����RI�WKH�3+6$�DQG�3DUW������DQG��
WKHUHIRUH��DUH�QRW�VXEMHFW�WR�WKH�SUHPDUNHW�UHYLHZ��DSSURYDO�DQG�RU�FOHDUDQFH�UHTXLUHPHQWV�
WKDW�DSSO\�WR�PHGLFDO�GHYLFHV�DQG�ELRORJLFDO�SURGXFWV���7KH�DSSURDFK�DSSOLHG�E\�)'$�LV
ULVN�EDVHG�DQG EDVHG�RQ�WKH�SUHPLVH�WKDW�WKH�³FRPSUHKHQVLYH´�UHJXODWRU\�IUDPHZRUN�IRU�
����+&7�3V�SURYLGHV�³DGHTXDWH�SURWHFWLRQ�RI�SXEOLF�KHDOWK��ERWK�IURP�WKH�ULVNV�RI�
WUDQVPLVVLRQ�RI�FRPPXQLFDEOH�GLVHDVH�DQG�IURP�WKH�ULVNV�RI�WKHUDSLHV�WKDW�PD\�EH�
GDQJHURXV´�ZLWKRXW�SUHPDUNHW�UHYLHZ��

7LVVXH�SURGXFWV�TXDOLI\�IRU�FODVVLILFDWLRQ�DV�����+&7�3V�LI�WKH�WLVVXH�LV� �L��
PLQLPDOO\�PDQLSXODWHG���LL��LQWHQGHG�IRU�KRPRORJRXV�XVH��L�H���VHUYHV WKH�VDPH�EDVLF�
IXQFWLRQV�LQ�WKH�UHFLSLHQW�DV�LQ�WKH�GRQRU����LLL��QRW�FRPELQHG�GXULQJ�PDQXIDFWXUH�ZLWK�DQ�
H[FOXGHG�DUWLFOH�VXFK�DV�D�PHGLFDO�GHYLFH��GUXJ�RU�ELRORJLF�SURGXFW��DQG��LY��DFWV�ORFDOO\�
DQG�QRW�YLD�PHWDEROLF�RU�V\VWHPLF�DFWLRQ���)RU�PDQ\�\HDUV��WLVVXH�SURFHVVRUV�KDYH�
PDUNHWHG�KXPDQ�$'0�DOORJUDIWV�FRPPRQO\�XVHG�LQ�SRVW�PDVWHFWRP\�EUHDVW�
UHFRQVWUXFWLRQ�DV�����+&7�3V� H[HPSW�IURP�WKH�DGGLWLRQDO�UHYLHZ��FOHDUDQFH��DQG�DSSURYDO�
UHTXLUHPHQWV�WR�ZKLFK�PHGLFDO�GHYLFHV�DQG�RU�ELRORJLFDO�SURGXFWV�W\SLFDOO\�DUH�VXEMHFW���

,Q�0DUFK�������KRZHYHU��UHSUHVHQWDWLYHV�RI�&'5+�DQQRXQFHG�DW�D�SXEOLF�IRUXP�
WKDW�)'$�KDV ³GHWHUPLQHG´�WKDW�WKH�XVH�RI�³>K@XPDQ�GHULYHG�$'0V�XVHG�IRU�EUHDVW�
UHFRQVWUXFWLRQ�SURFHGXUHV�LV�FRQVLGHUHG�D�QRQ�KRPRORJRXV�XVH�DQG�WKHUHIRUH�GRHV�QRW�
PHHW�WKH�FULWHULD�IRU�UHJXODWLRQ�VROHO\�XQGHU����&�)�5��3DUW������´�DQG�IXUWKHU�VXJJHVWHG�
WKDW�DOORJUDIWV�LQWHQGHG�IRU�VXFK�XVHV�VKRXOG�EH�FODVVLILHG�DV�&ODVV�,,,�PHGLFDO�GHYLFHV WKDW�
ZRXOG�UHTXLUH DSSURYDO�RI�D�SUHPDUNHW�DSSOLFDWLRQ��30$��SULRU�WR�PDUNHWLQJ�� &'5+�
VXEVHTXHQWO\�VHQW�³,W�+DV�&RPH�WR�2XU�$WWHQWLRQ´�OHWWHUV�WR�VHYHUDO�SURFHVVRUV�RI�KXPDQ�
$'0�DOORJUDIWV�WKDW�DUH�PDUNHWHG�IRU�XVH�LQ�FRQQHFWLRQ�ZLWK�EUHDVW�UHFRQVWUXFWLRQ��

� 3URSRVHG�$SSURDFK�WR�5HJXODWLRQ�RI�&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFWV��'RFNHW�1R����1������
�)HE�������������3URSRVHG�$SSURDFK���DW����

� 6HH 7UDQVFULSW��&'5+��0HGLFDO�'HYLFHV�$GYLVRU\�&RPPLWWHH��*HQHUDO�DQG�3ODVWLF�6XUJHU\�
'HYLFHV�3DQHO��DW������0DU�������������DYDLODEOH�DW�
KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG��LG� DW�������
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DVVHUWLQJ WKDW�WKHVH�SURGXFWV�DSSHDU WR�EH�PHGLFDO�GHYLFHV�XQGHU VHFWLRQ�����K��RI�WKH�
)'&$ DQG�PD\�EH�PDUNHWHG LQ�SRWHQWLDO�YLRODWLRQ�RI WKH�)'&$�

$V�H[SODLQHG�LQ�WKH�6WDWHPHQW�RI�*URXQGV�EHORZ� &'5+¶V�SRVLWLRQ�LV�FRQWUDU\�WR�
ODZ���+XPDQ�$'0�DOORJUDIWV�PHHW�DOO�WKH�UHTXLUHPHQWV�IRU�FODVVLILFDWLRQ�DV�����+&7�3V�
ZKHQ�UHFRPPHQGHG�E\�WKH�PDQXIDFWXUHU¶V�VWDWHPHQW�RI�REMHFWLYH�LQWHQW�IRU�XVH WR�
UHLQIRUFH� UHSDLU� UHSODFH��UHFRQVWUXFW� RU�VXSSOHPHQW GHUPLV WKDW�KDV�EHHQ�GDPDJHG�RU�
GHQXGHG�GXULQJ�D�PDVWHFWRP\���,Q�SDUWLFXODU��WKLV�LQWHQGHG�XVH�PHHWV�WKH�³KRPRORJRXV�
XVH´�UHTXLUHPHQW���7KLV�DOORJUDIW�GHUPLV�LV�SODFHG�LQ�D�ORFDWLRQ�ZKHUH�WKH�SDWLHQW¶V�RZQ�
GHUPLV�RWKHUZLVH�ZRXOG�EH�SUHVHQW�LI�LW�KDG�QRW�EHHQ�GDPDJHG�RU�GHQXGHG DQG�LV�LQWHQGHG�
WR�IXQFWLRQ�DV�GHUPLV²LQGHHG��LW�LV�LQFRUSRUDWHG�LQWR�WKH�ERG\�DV�OLYLQJ�GHUPLV�RYHU�WLPH���
$V�GLVFXVVHG�PRUH�IXOO\�LQ�WKH�6WDWHPHQW�RI�*URXQGV��WKLV�LQWHQGHG�XVH�LV�KRPRORJRXV
DFFRUGLQJ�WR�)'$¶V�UHJXODWRU\�GHILQLWLRQ���$FFRUGLQJO\��VLQFH�&'5+�GRHV�QRW�GLVSXWH�WKDW�
WKH�RWKHU�UHTXLUHPHQWV�IRU�����FODVVLILFDWLRQ�DUH�W\SLFDOO\�PHW��WKHUH�LV�QRW�D�ODZIXO�EDVLV�
WR�FODVVLI\�WKHVH�DOORJUDIWV�DV�&ODVV ,,,�PHGLFDO�GHYLFHV���

7KH�DFWLRQV�UHTXHVWHG�EHORZ�DUH�XUJHQW���7KH�XVH�RI�KXPDQ�$'0�DOORJUDIWV�LQ�
RQFRORJLFDO�SRVW�PDVWHFWRP\�EUHDVW�UHFRQVWUXFWLRQ�KDV�EHFRPH�WKH�VWDQGDUG�RI�FDUH�DFURVV�
WKH�FRXQWU\���7KHVH�FUXFLDO�DOORJUDIWV�DUH�VDIH�DQG�EHQHILW�PDQ\�FDQFHU�SDWLHQWV���7KH�
UHJXODWRU\�XQFHUWDLQW\�&'5+�KDV�FUHDWHG�LV�XQQHFHVVDU\�DQG�FRXQWHU�SURGXFWLYH���
&'5+¶V�DSSURDFK��LI�IRUPDOL]HG��WKUHDWHQV�WR�LQWHUIHUH�ZLWK�SDWLHQW�DFFHVV��SRWHQWLDOO\�
GHQ\LQJ�WKLV�DVSHFW�RI�PHGLFDO�FDUH�WR�WKRXVDQGV�RI�ZRPHQ�ZKR�QHHG�LW���$OUHDG\��GXH�
ODUJHO\�WR�WKH�$JHQF\¶V�DFWLRQV�FUHDWLQJ�WKH�LPSUHVVLRQ�WKDW�WKH�SURGXFWV�DUH�
³XQDSSURYHG�´�ZRPHQ�UHFHLYLQJ�KHDOWK�FRYHUDJH�WKURXJK�WKH�2UHJRQ�0HGLFDLG�SURJUDP�
DUH�EHLQJ�GHQLHG�DFFHVV�WR�KXPDQ�$'0�DOORJUDIWV�IRU�EUHDVW�UHFRQVWUXFWLRQ�SURFHGXUHV��

:H�DVN�WKDW�WKH�&RPPLVVLRQHU�JUDQW�WKH�DFWLRQV�UHTXHVWHG�LQ�WKH�3HWLWLRQ�DV�VRRQ�DV�
SRVVLEOH�

$&7,216 5(48(67('

7KH�$$7%�UHVSHFWIXOO\�UHTXHVWV WKDW�WKH )RRG�DQG�'UXJ�$GPLQLVWUDWLRQ��)'$�RU�
WKH�$JHQF\��WDNH�WKH�IROORZLQJ�WZR�DFWLRQV�

� $636��$GYRFDF\�1HZV��³2UHJRQ��&RYHU�$FHOOXODU�'HUPDO�0DWUL[�´�
KWWSV���ZZZ�SODVWLFVXUJHU\�RUJ�IRU�PHGLFDO�SURIHVVLRQDOV�DGYRFDF\�DGYRFDF\�
QHZV�RUHJRQ�FRYHU�DFHOOXODU�GHUPDO�PDWUL[��9DOXH�EDVHG�%HQHILWV�6XEFRPPLWWHH�
5HFRPPHQGDWLRQV�6XPPDU\�)RU�3UHVHQWDWLRQ�WR��+HDOWK�(YLGHQFH�5HYLHZ�&RPPLVVLRQ�
RQ�$XJXVW����������KWWSV���ZZZ�RUHJRQ�JRY�RKD�+3$�'6,�
+(5&�0HHWLQJ'RFXPHQWV�9E%6�0LQXWHV����������SGI�
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��� &RQILUP�LQ�UHVSRQVH�WR�WKLV�3HWLWLRQ�WKDW�KXPDQ�$'0�DOORJUDIWV�WKDW
RWKHUZLVH�PHHW�WKH�UHTXLUHPHQW�IRU�UHJXODWLRQ�VROHO\�XQGHU�6HFWLRQ����
RI�WKH�3+6$�VKDOO�QRW�EH�FRQVLGHUHG�QRQ�KRPRORJRXV�RU�RWKHUZLVH
LQHOLJLEOH�IRU�FODVVLILFDWLRQ�DV�³����+&7�3V´�VROHO\�EHFDXVH�WKH\�DUH
ODEHOHG�DQG�RU�DGYHUWLVHG�IRU�XVH�LQ�SRVW�PDVWHFWRP\�EUHDVW
UHFRQVWUXFWLRQ�

��� 5HYLVH�WKH�)LQDO�*XLGDQFH��5HJXODWRU\�&RQVLGHUDWLRQV�IRU�+XPDQ�&HOOV�
7LVVXHV��DQG�&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFWV��0LQLPDO�0DQLSXODWLRQ
DQG�+RPRORJRXV�8VH��������WR�SUHVHQW�KXPDQ�$'0�DOORJUDIWV�IRU
SRVW�PDVWHFWRP\�EUHDVW�UHFRQVWUXFWLRQ�DV�DQ�H[DPSOH�RI�D�KRPRORJRXV
XVH�

67$7(0(17�2)�*5281'6�

,� 5(*8/$7,21�2)�+&7�3V�81'(5�6(&7,21�����2)�7+(�3+6$

6HFWLRQ�����RI�WKH�3+6$�DXWKRUL]HV�)'$�WR�PDNH�DQG�HQIRUFH�UHJXODWLRQV�
³QHFHVVDU\�WR�SUHYHQW�WKH�LQWURGXFWLRQ��WUDQVPLVVLRQ��RU�VSUHDG�RI�FRPPXQLFDEOH�
GLVHDVHV´�IURP�IRUHLJQ�FRXQWULHV�LQWR�WKH�8QLWHG�6WDWHV�RU�EHWZHHQ�VWDWHV������8�6�&��
� ����D����,Q�������)'$�SURSRVHG�D�QHZ�UHJXODWRU\�IUDPHZRUN�IRU�+&7�3V���3URSRVHG
$SSURDFK�WR�5HJXODWLRQ�RI�&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFWV��'RFNHW�1R����1�����
�)HE�������������3URSRVHG�$SSURDFK��� 6HH�DOVR�3URSRVHG�$SSURDFK�WR�5HJXODWLRQ�RI
&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFWV�����)HG��5HJ��������������0DU�������������7KH
IUDPHZRUN�VSHFLILHG�FULWHULD�IRU�UHJXODWLRQ�DQG�SURYLGHG�IRU�KDUPRQL]HG�UHYLHZ�RI
DSSOLFDWLRQV�DFURVV�&HQWHUV��ZKLOH�VXEMHFWLQJ�WKHVH�SURGXFWV�WR�³RQO\�WKH�GHJUHH�RI
JRYHUQPHQW�RYHUVLJKW�QHFHVVDU\�WR�SURWHFW�WKH�SXEOLF�KHDOWK´�LQ�RUGHU�WR�SHUPLW�PD[LPXP
³IOH[LELOLW\�DQG�LQQRYDWLRQ�ZLWKRXW�DQ�DSSOLFDWLRQ�UHYLHZ�SURFHVV�´��3URSRVHG�$SSURDFK
DW�����$V�SDUW�RI�WKLV�ULVN�EDVHG�DSSURDFK��)'$�LGHQWLILHG�YDULRXV�³IDFWRUV´�WKDW�DIIHFWHG
LWV�OHYHO�RI�SXEOLF�KHDOWK�DQG�UHJXODWRU\�FRQFHUQV�DVVRFLDWHG�ZLWK�+&7�3V��LQFOXGLQJ
³PLQLPDO�PDQLSXODWLRQ�´�³KRPRORJRXV�XVH�´�FRPELQDWLRQ�ZLWK�³QRQ�FHOO�QRQ�WLVVXH
FRPSRQHQWV�´�DQG�³PHWDEROLF�IXQFWLRQ�´��,G��DW�������

7R�LPSOHPHQW�WKH�SURSRVHG�DSSURDFK��)'$�LVVXHG�UHJXODWLRQV�WKURXJK�
QRWLFH�DQG�FRPPHQW�UXOHPDNLQJ����7KHVH�UHJXODWLRQV�GHILQH�+&7�3V�DV�³DUWLFOHV�

� $YDLODEOH�DW KWWSV���ZZZ�IGD�JRY�PHGLD�������GRZQORDG��
� 6HH�3URSRVHG�5XOH��(VWDEOLVKPHQW�5HJLVWUDWLRQ�DQG�/LVWLQJ�IRU�0DQXIDFWXUHUV�RI�+XPDQ�

�FRQW��
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FRQWDLQLQJ�RU�FRQVLVWLQJ�RI�KXPDQ�FHOOV�RU�WLVVXHV�WKDW�DUH�LQWHQGHG�IRU�LPSODQWDWLRQ��
WUDQVSODQWDWLRQ��LQIXVLRQ��RU�WUDQVIHU�LQWR�D�KXPDQ�UHFLSLHQW�´�����&�)�5�����������G����
([DPSOHV�LQFOXGH�VNLQ��ERQH��OLJDPHQWV��WHQGRQV��IDVFLD��FDUWLODJH��FRUQHD��GXUD�PDWHU��
KHDUW�YDOYH��KHPDWRSRLHWLF�VWHP�SURJHQLWRU�FHOOV�GHULYHG�IURP�SHULSKHUDO�DQG�FRUG�EORRG��
PDQLSXODWHG�DXWRORJRXV�FKRQGURF\WHV��HSLWKHOLDO�FHOOV�RQ�D�V\QWKHWLF�PDWUL[��DQG�VHPHQ�RU�
RWKHU�UHSURGXFWLYH�WLVVXH���6HH�LG� 6HH�DOVR�)'$�5HJXODWLRQ�RI�+XPDQ�&HOOV��7LVVXHV��DQG�
&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFWV��+&7�3
V��3URGXFW�/LVW��KWWSV���WLQ\XUO�FRP�UZFIWSD�
�ODVW�YLVLWHG�1RY�������������

)'$�DOVR�VHW�IRUWK�UHJXODWRU\�UHTXLUHPHQWV�ZLWK�ZKLFK�+&7�3�SURFHVVRUV�PXVW�
FRPSO\��LQFOXGLQJ��HVWDEOLVKPHQW�UHJLVWUDWLRQ�DQG�SURGXFW�OLVWLQJ��VXESDUW�%���GRQRU�
VFUHHQLQJ�DQG�WHVWLQJ��VXESDUW�&���FXUUHQW�*RRG�7LVVXH�3UDFWLFHV��F*73V���VXESDUW�'���
ODEHOLQJ��VXESDUWV�'�DQG�(���DGYHUVH�HYHQW�UHSRUWLQJ��VXESDUWV�'�DQG�(���DQG�LQVSHFWLRQ�
DQG�HQIRUFHPHQW��VXESDUW�)����)RU�H[DPSOH��HVWDEOLVKPHQWV�PXVW�VFUHHQ�DQG�WHVW�DOO�WLVVXH�
GRQRUV�IRU�DOO�UHOHYDQW�FRPPXQLFDEOH�GLVHDVHV�RU�DJHQWV��XVLQJ�TXDOLILHG��)'$�OLFHQVHG�
VFUHHQLQJ�WHVWV���6HH����&�)�5�������������LG������������F����(VWDEOLVKPHQWV�PXVW�DOVR�
FRPSO\�ZLWK�F*73V��ZKLFK�JRYHUQ�WKH�PHWKRGV��IDFLOLWLHV��DQG�FRQWUROV�XVHG�LQ�WKH�
PDQXIDFWXUH�DQG�GLVWULEXWLRQ�RI�+&7�3V�WR�SUHYHQW�WKH�LQWURGXFWLRQ��WUDQVPLVVLRQ��RU�
VSUHDG�RI�FRPPXQLFDEOH�GLVHDVHV���,G�������������D����&%(5�HQIRUFHV�WKH�F*73�
UHTXLUHPHQWV�IRU�����+&7�3�HVWDEOLVKPHQWV�������

&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFWV�����)HG��5HJ���������0D\������������)LQDO�5XOH��
+XPDQ�&HOOV��7LVVXHV��DQG�&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFWV��(VWDEOLVKPHQW�
5HJLVWUDWLRQ�DQG�/LVWLQJ�����)HG��5HJ��������-DQ�������������3URSRVHG�5XOH��6XLWDELOLW\�
'HWHUPLQDWLRQ�IRU�'RQRUV�RI�+XPDQ�&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFWV�����)HG��5HJ��
�������6HSW�������������)LQDO�5XOH��(OLJLELOLW\�'HWHUPLQDWLRQ�IRU�'RQRUV�RI�+XPDQ�&HOOV��
7LVVXHV��DQG�&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFWV�����)HG��5HJ���������0D\������������
3URSRVHG�5XOH��&XUUHQW�*RRG�7LVVXH�3UDFWLFH�IRU�0DQXIDFWXUHUV�RI�+XPDQ�&HOOXODU�DQG�
7LVVXH�%DVHG�3URGXFWV�����)HG��5HJ��������-DQ������������&XUUHQW�*RRG�7LVVXH�3UDFWLFH�
IRU�+XPDQ�&HOO��7LVVXH��DQG�&HOOXODU�DQG�7LVVXH�%DVHG�3URGXFW�(VWDEOLVKPHQWV��
,QVSHFWLRQ�DQG�(QIRUFHPHQW��)LQDO�5XOH�����)HG��5HJ���������1RY���������������

��7KH�IROORZLQJ�DUH�H[FOXGHG�IURP�UHJXODWLRQ�DV�+&7�3V���YDVFXODUL]HG�KXPDQ�RUJDQV�IRU�
WUDQVSODQWDWLRQ��ZKROH�EORRG�RU�EORRG�FRPSRQHQWV�RU�GHULYDWLYH�SURGXFWV�DOUHDG\�UHJXODWHG�
DV�ELRORJLFV�XQGHU����&�)�5��3DUWV�����DQG������VHFUHWHG�RU�H[WUDFWHG�KXPDQ�SURGXFWV�
H[FHSW�VHPHQ��H�J���PLON�FROODJHQ��DQG�FHOO�IDFWRUV���PLQLPDOO\�PDQLSXODWHG�ERQH�PDUURZ�
IRU�KRPRORJRXV�XVH��DQG�QRW�FRPELQHG�ZLWK�DQRWKHU�DUWLFOH�H[FHSW�IRU�ZDWHU��FU\VWDOORLGV��
RU�D�VWHULOL]LQJ��SUHVHUYLQJ��RU�VWRUDJH�DJHQW�WKDW�GRHV�QRW�UDLVH�QHZ�FOLQLFDO�VDIHW\�
FRQFHUQV�ZLWK�UHVSHFW�WR�WKH�+&7�3���DQFLOODU\�SURGXFWV�XVHG�LQ�WKH�PDQXIDFWXUH�RI�DQ�
+&7�3��FHOOV��WLVVXHV�DQG�RUJDQV�GHULYHG�IURP�DQLPDOV�RWKHU�WKDQ�KXPDQV��DQG�LQ�YLWUR�
GLDJQRVWLF�SURGXFWV������&�)�5�����������G���
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7KH�UHJXODWLRQV�VSHFLI\�WKDW�+&7�3V�ZKLFK�PHHW�FHUWDLQ�FULWHULD�DUH�JRYHUQHG�
H[FOXVLYHO\�E\�3DUW�����±HYHQ�LI�VXFK�+&7�3V�DOVR PHHW�WKH�)'&$¶V�GHILQLWLRQ�RI�D�
³GUXJ´�RU ³GHYLFH´�RU�WKH�3+6$�� ���¶V�GHILQLWLRQ�RI�D�³ELRORJLFDO�SURGXFW�´��6XFK�����
+&7�3V�IDOO�XQGHU�WKH�OHDG�FHQWHU�MXULVGLFWLRQ�RI�&%(5���7R�WKH�H[WHQW�WKDW�DQ�+&7�3�
GRHV�QRW�PHHW�WKH�FULWHULD�IRU�UHJXODWLRQ�DV�D�����+&7�3��LW�ZLOO�EH�UHJXODWHG�XQGHU ERWK�
3DUW������DQG�)'$¶V�WUDGLWLRQDO�SUHPDUNHW�DQG�SRVWPDUNHW UHJXODWLRQ�RI�PHGLFDO�GHYLFHV
DQG�GUXJV�XQGHU�WKH�)'&$�RU�ELRORJLFDO�SURGXFWV�XQGHU�WKH�3+6$��������

$Q�+&7�3�TXDOLILHV�DV�D�����+&7�3�LI�LW�PHHWV�DOO RI�WKH�IROORZLQJ�IRXU�FULWHULD��

�����7KH�+&7�3 LV�PLQLPDOO\�PDQLSXODWHG�

�����7KH�+&7�3�LV�LQWHQGHG�IRU�KRPRORJRXV�XVH�RQO\��DV�
UHIOHFWHG�E\�WKH�ODEHOLQJ��DGYHUWLVLQJ��RU�RWKHU�LQGLFDWLRQV�RI�
WKH�PDQXIDFWXUHU¶V�REMHFWLYH�LQWHQW�

�����7KH�PDQXIDFWXUH�RI�WKH�+&7�3�GRHV�QRW�LQYROYH�WKH�
FRPELQDWLRQ�RI�WKH�FHOOV�RU�WLVVXHV�ZLWK�DQRWKHU�DUWLFOH��H[FHSW�
IRU�ZDWHU��FU\VWDOORLGV��RU�D�VWHULOL]LQJ��SUHVHUYLQJ��RU�VWRUDJH�
DJHQW��SURYLGHG�WKDW�WKH�DGGLWLRQ�RI�ZDWHU��FU\VWDOORLGV��RU�WKH�
VWHULOL]LQJ��SUHVHUYLQJ��RU�VWRUDJH�DJHQW�GRHV�QRW�UDLVH�QHZ�
FOLQLFDO�VDIHW\ FRQFHUQV�ZLWK�UHVSHFW�WR�WKH�+&7�3��DQG

����(LWKHU���L��7KH�+&7�3�GRHV�QRW�KDYH�D�V\VWHPLF�HIIHFW�DQG�LV�
QRW�GHSHQGHQW�XSRQ�WKH�PHWDEROLF�DFWLYLW\�RI�OLYLQJ�FHOOV�IRU�LWV�
SULPDU\�IXQFWLRQ��RU��LL��WKH�+&7�3�KDV�D�V\VWHPLF�HIIHFW�RU�LV�
GHSHQGHQW�XSRQ�WKH�PHWDEROLF�DFWLYLW\�RI�OLYLQJ�FHOOV�IRU�LWV�
SULPDU\�IXQFWLRQ��DQG���D��,V�IRU�DXWRORJRXV�XVH���E��,V�IRU�
DOORJHQHLF�XVH�LQ�D�ILUVW�GHJUHH�RU�VHFRQG�GHJUHH�EORRG�UHODWLYH��
RU��F��,V�IRU�UHSURGXFWLYH�XVH�

,G� � ��������D�� 7KHVH�FULWHULD�PLUURU�WKH�ULVN�EDVHG�IDFWRUV�VHW�RXW�E\�)'$�LQ�WKH�
3URSRVHG�$SSURDFK�

)'$¶V�LQWHUSUHWDWLRQ�RI�WKHVH�FULWHULD�KDV�EHHQ�VHW�RXW�LQ�WKH�SUHDPEOHV�WR�LWV�
YDULRXV�+&7�3�ILQDO�UXOHV�FRPSULVLQJ�3DUW��������)XUWKHU��&%(5�KDV�LVVXHG�GUDIW�DQG�ILQDO�
JXLGDQFH�GRFXPHQWV�RYHU�WKH�\HDUV�WKDW�UHIOHFW�LWV�LQWHUSUHWDWLRQ�RI�WKHVH�FULWHULD�RU�

� 2WKHU�H[FHSWLRQV��QRW�UHOHYDQW�WR�KHUH��DUH�VHW�RXW�DW����&�)�5��������������
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DSSOLFDWLRQ�LQ�SDUWLFXODU�FDVHV���(�J�� *XLGDQFH��5HJXODWLRQ�RI�+XPDQ�&HOOV��7LVVXHV� DQG�
&HOOXODU�DQG�7LVVXH�%DVHG 3URGXFWV��+&7�3V� 6PDOO�(QWLW\�&RPSOLDQFH�*XLGH �$XJ��
�������'UDIW�*XLGDQFH��0LQLPDO�0DQLSXODWLRQ�RI�+XPDQ�&HOOV� 7LVVXHV��DQG�&HOOXODU�DQG�
7LVVXH�%DVHG 3URGXFWV �'HF���������'UDIW�*XLGDQFH� +XPDQ�&HOOV��7LVVXHV��DQG�&HOOXODU�
DQG 7LVVXH�%DVHG�3URGXFWV��+&7�3V��IURP $GLSRVH�7LVVXH� 5HJXODWRU\ &RQVLGHUDWLRQV
�'HF���������'UDIW�*XLGDQFH� +RPRORJRXV�8VH�RI�+XPDQ�&HOOV� 7LVVXHV��DQG�&HOOXODU�DQG�
7LVVXH�%DVHG 3URGXFWV �2FW����������0RVW�UHFHQWO\��LQ�������&%(5�FRQVROLGDWHG�DQG�
UHYLVHG�LWV�JXLGDQFH�RQ�WKH�ILUVW�WZR�FULWHULD�LQWR�D�VLQJOH�ILQDO�JXLGDQFH�GRFXPHQW���6HH
*XLGDQFH��5HJXODWRU\�&RQVLGHUDWLRQV�IRU�+XPDQ�&HOOV��7LVVXHV��DQG�&HOOXODU�DQG�
7LVVXH�%DVHG�3URGXFWV��0LQLPDO�0DQLSXODWLRQ�DQG�+RPRORJRXV�8VH �FRUUHFWHG�'HF��
������������*XLGDQFH���

,,� +80$1�$'0�$//2*5$)76

2QH�RI�WKH�ILUVW�XVHV�RI�DOORJUDIWV��L�H���JUDIWV�VRXUFHG�IURP�D�GRQRU��ZDV�VSOLW�
WKLFNQHVV�VNLQ�FRPSULVHG�RI�WKH�HSLGHUPLV�DQG�D�WKLQ�OD\HU�RI�GHUPLV�GHYHORSHG�WR�DVVLVW�
LQGLYLGXDOV�ZLWK�VHYHUH�EXUQV���7KH�XVH�RI�VNLQ�DOORJUDIWLQJ�LQ�FOLQLFDO�SUDFWLFH�ZDV�ILUVW�
GHVFULEHG LQ������� DQG LQ�WKH�HDUO\�����V��VNLQ�JUDIWLQJ�ZDV�UHYROXWLRQL]HG�E\�'U��-DPHV�
%DUUHWW�%URZQ��ZKRVH�ZRUN�KLJKOLJKWHG�D�NH\�DVSHFW RI�DOORJUDIWV� WKDW�VSOLW�WKLFNQHVV�VNLQ�
IURP�D�GRQRU�FRXOG�EH�FRPSOHWHO\�LQFRUSRUDWHG�ZLWKLQ�ZHHNV�RI�WUDQVIHU WR�WKH�UHFLSLHQW���

7KH�XVH�RI�VNLQ�JUDIWV�ZDV�IXUWKHUHG�E\�RUJDQL]DWLRQV�VXFK�DV�6KULQHUV +RVSLWDOV��ZKLFK�
XVHG�JUDIWV�WR�DVVLVW�EXUQ�FDUH�WR�FKLOGUHQ�IRU����\HDUV��� $V�VNLQ�JUDIWLQJ�EHFDPH�PRUH�
FRPPRQ�WR�VDYH�WKH�OLYHV�RI�EXUQ�SDWLHQWV� VR�GLG�WKH EDQNLQJ�RI�KXPDQ�FDGDYHULF�VNLQ���
7KLV�OHG�WR�WKH�GHYHORSPHQW�RI WKH�1DY\�7LVVXH�%DQN�LQ�������ZKLFK�GHYHORSHG�FUXFLDO�
WHFKQLTXHV�OLNH�FU\RSUHVHUYDWLRQ��IUHH]H�GU\LQJ��DQG�LUUDGLDWLRQ�VWHULOL]DWLRQ�RI�WLVVXH�WKDW�
H[SDQGHG�WKH�VDIH�XVH�RI�DOORJUDIWV�DQG�PDGH�WKHP�PRUH�ZLGHO\�DYDLODEOH���

� $YDLODEOH�DW KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG�
� -�/� 5HYHUGLQ��0�'���*UHIIH�(SLGHUPLTXH±([SHULHQFH�)DLWH�'DQV�/H�6HUYLFH�'H�0� /H�'RFWHXU�

*X\RQ��j�O¶+{SLWDO�1HFNHU�����%XOO� ,PS� 6RF� &KLU� 3DULV����±�����������$WWDFKPHQW�$����
�� 9�3� %ODLU��0�'� HW�DO���7KH (DUO\�&DUH�RI�%XUQV DQG�WKH�5HSDLU�RI�7KHLU�'HIHFWV������-$0$

����������������$WWDFKPHQW�%���9�3� %ODLU��0�'� 	�-�%� %URZQ� 0�'�� 7KH�8VH�DQG�8VHV�
RI�/DUJH�6SOLW�6NLQ�*UDIWV�RI�,QWHUPHGLDWH�7KLFNQHVV�����6XUJHU\��*\QHFRORJ\��	
2EVWHWULFV���������������UHSULQWHG�LQ����3ODVWLF�	�5HFRQVWUXFWLYH�6XUJHU\��������������
�$WWDFKPHQW�&���

�� .�'� ��0�'� HW�DO���)LIW\�<HDUV�RI�%XUQ�&DUH�DW�6KULQHUV�+RVSLWDOV�IRU�&KLOGUHQ��
*DOYHVWRQ�������6XSSO��� $QQDOV RI�3ODVWLF 6XUJHU\ 6��±6�����������$WWDFKPHQW�'���

�� '�0� 6WURQJ��7KH�86�1DY\�7LVVXH�%DQN�����<HDUV�2Q�WKH�&XWWLQJ�(GJH����&HOO�	7LVVXH�
�FRQW��
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7R�IXUWKHU�H[SDQG�WKH�XVH�RI�GRQDWHG�VNLQ��GHFHOOXODUL]DWLRQ�WHFKQRORJLHV�ZHUH�
GHYHORSHG���'HFHOOXODUL]DWLRQ�UHPRYHV�WKH�GRQRU¶V�QDWLYH�FHOOV�DQG�JHQHWLF�PDWHULDO�WKDW�
FRXOG�OHDG�WR�DQ�LPPXQRORJLF�UHVSRQVH�RU�UHMHFWLRQ�E\�WKH�UHFLSLHQW��ZKLOH�PDLQWDLQLQJ�WKH�
VWUXFWXUDO��ELRFKHPLFDO�DQG�ELRPHFKDQLFDO�DVSHFWV�RI�WKH�WLVVXH��VXFK�DV�WKH�H[WUDFHOOXODU�
PDWUL[��JURZWK�IDFWRUV��SURWHRJO\FDQV�DQG�YDVFXODU�FKDQQHOV������7\SLFDOO\��WKH�HSLGHUPLV�
LV�UHPRYHG�ZLWK�D�KLJKO\�FRQFHQWUDWHG�VDOW�VROXWLRQ�DQG�WKH�UHVXOWDQW�GHFHOOXODUL]HG�GHUPLV�
LV�GLVLQIHFWHG�ZLWK�FKHPLFDO�DJHQWV���,W�PD\�EH�FXW�LQWR�YDULRXV�VL]HV�DQG�VKDSHV���,W�PD\�
DOVR�EH�WHUPLQDOO\�VWHULOL]HG��IUHH]H�GULHG��DQG�RU�PHFKDQLFDOO\�PHVKHG��L�H���IHQHVWUDWHG��
EHIRUH�SODFHPHQW�LQWR�ILQDO�SDFNDJLQJ�IRU�XVH�LQ�WUDQVSODQW���7KLV�SURFHVV�\LHOGV�DQ�LQWDFW�
$'0�WKDW�UHWDLQV�LWV�ELRPHFKDQLFDO�LQWHJULW\��DQG�WKDW�FDQ�EH�UHSRSXODWHG�E\�WKH�
UHFLSLHQW¶V�RZQ�FHOOV�DQG�UHYDVFXODUL]HG�IROORZLQJ�LPSODQWDWLRQ��WKHUHE\�IDFLOLWDWLQJ�
LQWHJUDWLRQ�RI�WKH�WLVVXH�LQWR�WKH�UHFLSLHQW�DQG�DYRLGLQJ�JUDIW�UHMHFWLRQ����

$'0�DOORJUDIWV�KDYH�EHHQ�XVHG�IRU�GHFDGHV�LQ�YDULRXV�DSSOLFDWLRQV���0DQ\�KXPDQ�
$'0�DOORJUDIWV�RQ�WKH�PDUNHW�DUH�LQGLFDWHG�IRU�WKH�UHLQIRUFHPHQW�RI�GDPDJHG�RU�
LQDGHTXDWH�LQWHJXPHQWDO�WLVVXH�����7KHVH�$'0�DOORJUDIWV�DUH�XVHG�WR�UHSDLU��UHLQIRUFH��
UHSODFH��UHFRQVWUXFW�RU�VXSSOHPHQW�GHUPLV�LQ�FOLQLFDO�SURFHGXUHV�WR�DGGUHVV�FRQJHQLWDO�
DEQRUPDOLWLHV�RU�VRIW�WLVVXH�UHFRQVWUXFWLRQ�IROORZLQJ�GLVHDVH�RU�WUDXPD��VXFK�DV�DEGRPLQDO��

%DQNLQJ��±�����������$WWDFKPHQW�(���
�� 6HH $��*LOSLQ�	�<��<DQJ��'HFHOOXODUL]DWLRQ�6WUDWHJLHV�IRU�5HJHQHUDWLYH�0HGLFLQH��)URP�

3URFHVVLQJ�7HFKQLTXHV�WR�$SSOLFDWLRQV��%LR0HG�5HV��,QW¶O���������$WWDFKPHQW�)���
�� 6HH��H�J�� 6WU\NHU��6WHULOH�'HFHOOXODUL]HG�'HUPLV���,QVWUXFWLRQV�IRU�8VH��³'HFHOOXODUL]HG�GHUPLV�

VHUYHV�DV�D�VFDIIROG�ZKLFK�LV�VXLWDEOH�IRU�WKH�UHLQIRUFHPHQW�RI�GDPDJHG�RU�LQDGHTXDWH�
LQWHJXPHQWDO�WLVVXH�DW�WKH�VXUJLFDO�VLWH�´���6LPSOL'HUP��+\GUDWHG�$FHOOXODU�'HUPDO�
0DWUL[�±�,QVWUXFWLRQV�IRU�8VH��³6LPSOL'HUP��LV�WR�EH�XVHG�IRU�WKH�UHSDLU�RU�UHSODFHPHQW�
RI�GDPDJHG�RU�LQVXIILFLHQW�LQWHJXPHQWDO�WLVVXH�RU�IRU�RWKHU�KRPRORJRXV�XVHV�RI�KXPDQ�
LQWHJXPHQW���6LPSOL'HUP��LV�WR�EH�XVHG�IRU�WKH�UHSODFHPHQW�RI�GDPDJHG�RU�LQVXIILFLHQW�
LQWHJXPHQWDO�WLVVXH�RU�IRU�WKH�UHSDLU��UHLQIRUFHPHQW��RU�VXSSOHPHQWDO�VXSSRUW�RI�VRIW�WLVVXH�
GHIHFWV�´����7KH�,)8V�DUH�LQFOXGHG�LQ�$WWDFKPHQW�*��
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DQG�FKHVW�ZDOO�UHFRQVWUXFWLRQV��� GLDEHWLF�IRRW�XOFHUV��� FKURQLF�ZRXQGV��� KDQG�VXUJHU\�����
EXUQ�VXUJHU\��� WHQGRQ�FRYHULQJ��� YHQRXV�OHJ�XOFHUV��� JLQJLYDO�JUDIW�SURFHGXUHV��� DQG²
DV�GHVFULEHG�LQ�JUHDWHU�GHWDLO�EHORZ²EUHDVW�UHFRQVWUXFWLRQ���7\SLFDOO\��WKH�SURFHVVLQJ�RI�
WKH�WLVVXH�LV�WKH�VDPH�UHJDUGOHVV�RI�WKH�LQWHQGHG�XVH���7KH�WLVVXH�VL]HV�DQG�VKDSHV�PD\�EH�
WDLORUHG�IRU�HDVH�RU�FRQYHQLHQFH�LQ�VSHFLILF�FOLQLFDO�DSSOLFDWLRQV�

$PRQJ�WKH�YDULRXV�FOLQLFDO�XVHV��KXPDQ�$'0�DOORJUDIWV�KDYH�EHHQ�XVHG�IRU�
SRVW�PDVWHFWRP\�EUHDVW�UHFRQVWUXFWLRQ�IRU�DOPRVW�WZHQW\�\HDUV��� ,Q�������WKH�$PHULFDQ�

�� &�(��%XWOHU��0�'� HW�DO���3HOYLF��$EGRPLQDO��DQG�&KHVW�:DOO�5HFRQVWUXFWLRQ�ZLWK�$OOR'HUP�LQ�
3DWLHQWV�DW�,QFUHDVHG�5LVN�IRU�0HVK�5HODWHG�&RPSOLFDWLRQV� ������ 3ODVWLF�	
5HFRQVWUXFWLYH 6XUJHU\�����������������������$WWDFKPHQW�+��

�� ;� *XR�HW�DO���(IILFDF\�DQG�6DIHW\�RI�$FHOOXODU�'HUPDO�0DWUL[�LQ�'LDEHWLF�)RRW�8OFHU�
7UHDWPHQW��$�6\VWHPDWLF�5HYLHZ�DQG�0HWD�$QDO\VLV���� ,QW¶O -� 6XUJHU\ �����������
�$WWDFKPHQW�,���6��&D]]HOO�HW�DO���$�5DQGRPL]HG�&OLQLFDO�7ULDO�RI�D�+XPDQ�$FHOOXODU�
'HUPDO�0DWUL[�'HPRQVWUDWHG�6XSHULRU�+HDOLQJ�5DWHV�IRU�&KURQLF�'LDEHWLF�)RRW�8OFHUV�
2YHU�&RQYHQWLRQDO�&DUH�DQG�$Q�$FWLYH�$FHOOXODU�'HUPDO 0DWUL[�&RPSDUDWRU�������
:RXQG�5HSDLU�	�5HJHQHUDWLRQ ����������������$WWDFKPHQW�-���$�0��5H\]HOPDQ�	�,�
%D]DURY��+XPDQ�$FHOOXODU�'HUPDO�:RXQG�0DWUL[�IRU�7UHDWPHQW�RI�')8��/LWHUDWXUH�
5HYLHZ�DQG�$QDO\VLV������� -� :RXQG�&DUH����� ���������������$WWDFKPHQW�.���

�� -��:DOWHUV�HW�DO���+HDOLQJ�5DWHV�LQ�D�0XOWLFHQWHU�$VVHVVPHQW�RI�D�6WHULOH��5RRP�7HPSHUDWXUH��
$FHOOXODU�'HUPDO�0DWUL[�9HUVXV�&RQYHQWLRQDO�&DUH�:RXQG�0DQDJHPHQW�DQG�DQ�$FWLYH�
&RPSDUDWRU�LQ�WKH�7UHDWPHQW�RI )XOO�7KLFNQHVV�'LDEHWLF�)RRW�8OFHUV�����H���(SODVW\
��������$WWDFKPHQW�/��

�� -�<�6� .LP�HW�DO���5HFRQVWUXFWLRQ�RI�D�5HFXUUHQW�)LUVW�'RUVDO�:HE�6SDFH�'HIHFW�8VLQJ�
$FHOOXODU�'HUPLV� ��+DQG ����������������$WWDFKPHQW�0���

�� 5��6KHULGDQ��0�'� HW�DO���$FHOOXODU�$OORGHUPLV�LQ�%XUQV�6XUJHU\����<HDU�5HVXOWV�RI�D�3LORW�7ULDO��
����� -� %XUQ�&DUH�	�5HKDELOLWDWLRQ����������������$WWDFKPHQW�1���

�� :� &ROH�HW�DO�� $FKLOOHV�7HQGRQ�$XJPHQWHG�5HSDLU�8VLQJ�+XPDQ�$FHOOXODU�'HUPDO�0DWUL[��$�
&DVH�6HULHV������� -� )RRW�	 $QNOH�6XUJHU\ ��������� ������ �$WWDFKPHQW�2��

�� 6� &D]]HOO��$�5DQGRPL]HG�&RQWUROOHG�7ULDO�&RPSDULQJ�D�+XPDQ�$FHOOXODU�'HUPDO�0DWUL[�
9HUVXV�&RQYHQWLRQDO�&DUH�IRU�WKH�7UHDWPHQW�RI�9HQRXV�/HJ�8OFHUV� ����� :RXQGV�������
������ �$WWDFKPHQW�3��

�� 0�(��$LFKHOPDQQ�5HLG\�HW�DO���&OLQLFDO�(YDOXDWLRQ�RI�$FHOOXODU�$OORJUDIW�'HUPLV�)RU�WKH�
7UHDWPHQW�RI�+XPDQ�*LQJLYDO�5HFHVVLRQ������� -� 3HULRGRQWRO������������������
�$WWDFKPHQW�4��

�� ,�*��0DUJXOLHV��0�'��	�&�$��6DO]EHUJ��0�'������� 7KH�8VH�RI�$FHOOXODU�'HUPDO�0DWUL[�LQ�
%UHDVW�5HFRQVWUXFWLRQ��(YROXWLRQ�RI�7HFKQLTXHV 2YHU���'HFDGHV��*ODQG�6XUJHU\������

�FRQW��
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6RFLHW\�RI�3ODVWLF�6XUJHRQV��$636��UHSRUWHG�WKDW��RI���������EUHDVW�UHFRQVWUXFWLRQ�
SURFHGXUHV�SHUIRUPHG�E\�PHPEHU�VXUJHRQV��DERXW���������URXJKO\������XWLOL]HG�WLVVXH�
H[SDQGHUV�DQG�RU�EUHDVW�LPSODQWV�DQG��RI�WKHVH�SURFHGXUHV��DSSUR[LPDWHO\��������������
XWLOL]HG�$'0�DOORJUDIWV���6HH�$636�������3ODVWLF�6XUJHU\�6WDWLVWLFV�5HSRUW�����$OWKRXJK�
$'0V�DUH�DYDLODEOH�RQ�WKH�PDUNHW�DV�KXPDQ�GHULYHG��V\QWKHWLF��RU�DQLPDO�GHULYHG�VRXUFHV�
�L�H���[HQRJUDIWV���WKH�YDVW�PDMRULW\�XVHG�LQ�SRVW�PDVWHFWRP\�EUHDVW�UHFRQVWUXFWLRQ�DUH�
KXPDQ�$'0�DOORJUDIWV�����7KHVH�ODWWHU�DOORJUDIWV�DORQH�DUH�WKH�VXEMHFW�RI�WKH�3HWLWLRQ���

,,,� 86(�,1�%5($67�5(&216758&7,21�

$V�QRWHG��KXPDQ�$'0�DOORJUDIWV�DUH�W\SLFDOO\�LQGLFDWHG�IRU�XVH�LQ�WKH�UHSDLU��
UHSODFHPHQW��UHLQIRUFHPHQW��RU�VXSSOHPHQWDWLRQ�RI�GDPDJHG�RU�LQDGHTXDWH�LQWHJXPHQWDO�
WLVVXH��H�J���VNLQ������:LWKLQ�WKLV�EURDG�LQWHQGHG�XVH��PDQXIDFWXUHUV�LQ�VRPH�FDVHV�FDOO�RXW�
RU�UHFRPPHQG�YDULRXV�VSHFLILF�FOLQLFDO�DSSOLFDWLRQV��LQFOXGLQJ�SRVW�PDVWHFWRP\�EUHDVW�
UHFRQVWUXFWLRQ���,Q�WKH�ODWWHU��WKH�VNLQ�WLVVXH�RI�WKH�EUHDVW��HVSHFLDOO\�WKH�GHUPLV��PD\�EH�
GDPDJHG�RU�GHQXGHG�GXULQJ�WKH�SULPDU\�PDVWHFWRP\�VXUJHU\�DQG�PD\�QHHG�UHSDLU��
UHSODFHPHQW��UHLQIRUFHPHQW��DQG�RU�VXSSOHPHQWDWLRQ����

7KH�ILJXUH�EHORZ�VKRZV�D�QRUPDO�EUHDVW�DQDWRP\��)LJ�������0DVWHFWRP\�VXUJHU\�LV�
XVXDOO\�DLPHG�DW�UHPRYLQJ�WKH�EUHDVW�WLVVXH��VKRZQ�LQ�SLQN��FRQWDLQLQJ�WKH�FDQFHURXV�
PDVV�HV����

��������$WWDFKPHQW�5���
�� $YDLODEOH�DW

KWWSV���ZZZ�SODVWLFVXUJHU\�RUJ�GRFXPHQWV�1HZV�6WDWLVWLFV������UHFRQVWUXFWLYH�EUHDVW�
SURFHGXUHV�DJH������SGI��

�� 6PDUW75$. GDWD IURP�4����)<����$WWDFKPHQW�6�����
�� 1HLWKHU�V\QWKHWLF�PHVKHV�QRU�[HQRJUDIWV�DUH�FODVVLILHG�DV�+&7�3V�EHFDXVH�WKH\�DUH�QRW�

KXPDQ�GHULYHG��DQG��DFFRUGLQJO\��DUH�QRW�VXEMHFW�WR�WKH�UHJXODWRU\�DQDO\VLV�VHW�IRUWK�LQ�WKH�
3HWLWLRQ�����

���7KH�LQGLFDWLRQV�IRU�WKH�DOORJUDIW�DUH�SURYLGHG�LQ�WKH�SURGXFW�ODEHO�DQG�SDFNDJH�LQVHUW��L�H���
ODEHOLQJ����3XUVXDQW�WR�$$7%¶V�6WDQGDUGV�IRU�7LVVXH�%DQNLQJ ���WK (GLWLRQ���³>D@OO�ODEHOLQJ�
FODLPV�VKDOO EH�FOHDU��DFFXUDWH��VXEVWDQWLDWHG��DQG�QRW�PLVOHDGLQJ´�DQG�WKH�ODEHOLQJ�PXVW�
FRQWDLQ�³NQRZQ�FRQWUDLQGLFDWLRQV��LI�DQ\��WR�WKH�XVH�RI�WKH�WLVVXH��ZDUQLQJV�DQG�OLVW�RI�
NQRZQ�SRVVLEOH�VLJQLILFDQW�DGYHUVH�UHDFWLRQV��D�VWDWHPHQW�WKDW�DGYHUVH�RXWFRPHV�
SRWHQWLDOO\�DWWULEXWDEOH�WR�WKH�WLVVXH�PXVW�EH�UHSRUWHG�SURPSWO\�WR�WKH�WLVVXH�VXSSOLHU��
SUHVHQFH�RI�NQRZQ�VHQVLWL]LQJ�DJHQWV��LI�DQ\���D�VWDWHPHQW�WKDW�LQGLFDWHV�WKDW�WKH�WLVVXH�
PD\�WUDQVPLW�LQIHFWLRXV�DJHQWV�´�DPRQJ�RWKHU�LWHPV�����
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)LJXUH��� 1RUPDO�DQDWRP\�RI�WKH�EUHDVW��

7KH�EUHDVW�LQWHJXPHQW��VNLQ��LV�VKRZQ�LQ�JUHDWHU�GHWDLO�LQ�WKH�ILJXUH�EHORZ��)LJ�������
'XULQJ�D�PDVWHFWRP\��WKH�VNLQ�W\SLFDOO\�LV�QRW�UHPRYHG� EXW�LV�OHIW�DW�WKH�RULJLQDO�VLWH�DQG�
FRPPRQO\�LV�UHIHUUHG�WR�DV�D�³PDVWHFWRP\�IODS�´��$Q�LPSODQW��RU�WLVVXH�H[SDQGHU��ODWHU�
VXEVWLWXWHG�ZLWK�DQ�LPSODQW��UHSODFHV�WKH�EUHDVW�WLVVXH��DQG�WKH�PDVWHFWRP\�IODS�WKHQ�LV�
UHWXUQHG�WR�LWV�QRUPDO�SRVLWLRQ�DV�LQWHJXPHQWDU\�WLVVXH�

)LJXUH��� 1RUPDO�DQDWRP\�RI�EUHDVW�LQWHJXPHQW��

�� 'UDZLQJ�H[FHUSWHG�IURP�3�0� 3UHQGHUJDVW��$QDWRP\�RI�WKH�%UHDVW��,Q��&RVPHWLF�6XUJHU\�0�$��
6KLIIPDQ 	 $��'L�*LXVHSSH��HGV�����������

�� 'UDZLQJV�H[FHUSWHG�IURP�6��.DOOL�HW�DO���/HVLRQV�RI�WKH�6NLQ�DQG�6XSHUILFLDO�7LVVXH�DW�%UHDVW�
05�,PDJLQJ��������5DGLR*UDSKLFV�������������������
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(YHQ�LI�D�VXUJHRQ¶V�LQWHQWLRQ�LV�WR�SUHVHUYH�WKH�SDWLHQW¶V�HQWLUH�QDWLYH�GHUPLV�GXULQJ�
WKHVH�SURFHGXUHV��WKH�VXUJLFDO�WHFKQLTXHV�XVHG�WR�FXW�RU�FDXWHUL]H�EUHDVW�WLVVXH�DOPRVW�
LQYDULDEO\�GDPDJH�RU�GHQXGH�WKH�GHUPLV�WR�VRPH�H[WHQW���7KDW�LV�SDUWLFXODUO\�VR�LI�D�
VXUJHRQ�XVHV�D�ZLGH�PDUJLQ�WR�HQVXUH�WKDW�DOO�SRWHQWLDOO\�FDQFHURXV�WLVVXH�LV�UHPRYHG����

$�GDPDJHG�RU�GHQXGHG�GHUPLV�FDQ�FUHDWH�D�KRVW�RI�SUREOHPV���)RU�RQH�WKLQJ��LW�
FDQQRW�DGHTXDWHO\�VXSSRUW�WKH�HSLGHUPLV��DQG�EHFDXVH�WKH�GHUPLV�RWKHUZLVH�VXSSOLHV�
FRQQHFWLYH�WLVVXH�DQG�D�ULFK�EORRG�VXSSO\��LWV�GDPDJH�PD\�DOORZ�WKH�HSLGHUPLV�WR�VWUHWFK�
H[FHVVLYHO\��ZHDNHQ��DQG�SRWHQWLDOO\�EHFRPH�QRQ�YLDEOH�DQG�QHFURWLF��DW�OHDVW�LQ�VSRWV��
GXH�WR�ODFN�RI�D�EORRG�VXSSO\���$FFRUGLQJO\��LQ�RUGHU�WR�UHLQIRUFH��UHSODFH�DQG�RU�
VXSSOHPHQW�WKH�GDPDJHG�RU�GHQXGHG�GHUPLV��D�KXPDQ�$'0�DOORJUDIW�LV�SODFHG�
LPPHGLDWHO\�XQGHU�WKH�PDVWHFWRP\�IODS²LQ�WKH�ORFDWLRQ�RI�WKH�GHUPDO�OD\HU�XQGHUQHDWK�
WKH�HSLGHUPLV���2QFH�SODFHG��WKH�KXPDQ�$'0�DOORJUDIW�SURYLGHV�D�³VFDIIROG´�RQ�ZKLFK�WKH�
SDWLHQW¶V�QDWLYH�FHOOV�FDQ�UHSRSXODWH�DQG�UHYDVFXODUL]H�WKH�DOORJUDIW�WLVVXH��ZKLFK�LV�WKHUHE\�
LQFRUSRUDWHG�LQWR�WKH�KRVW�PDVWHFWRP\�IODS�WLVVXH���$V�SDUW�RI�WKDW�SURFHVV��WKHUH�LV�OLWWOH�RU�
QR�LQWHJUDWLRQ�RI�WKH�$'0�ZLWK�WKH�WLVVXH�H[SDQGHU�RU�EUHDVW�LPSODQW��

,9� &/$66,),&$7,21�$6�����+&7�3V��

)LUPV�WKDW�GLVWULEXWH�KXPDQ�$'0�DOORJUDIWV�IRU�EUHDVW�UHFRQVWUXFWLRQ��LQFOXGLQJ�
PDQ\�FRPSDQLHV�ZLWKLQ�WKH�$$7%¶V�PHPEHUVKLS��KDYH�GRQH�VR�IRU�QHDUO\�WZR�GHFDGHV�
EDVHG�XSRQ�)'$¶V�ORQJVWDQGLQJ�DFFHSWDQFH�RI�WKHLU�SRVLWLRQ�WKDW�WKHVH�SURGXFWV�TXDOLI\�
IRU�UHJXODWRU\�WUHDWPHQW�DV�����+&7�3V���7KHVH�SURFHVVRUV�KDYH�DVVHVVHG�WKHLU�KXPDQ�
$'0�DOORJUDIWV�IRU�XVH�LQ�EUHDVW�UHFRQVWUXFWLRQ�XQGHU�WKH�+&7�3�FULWHULD�DQG�KDYH�
XQLIRUPO\�DQG�FRQVLVWHQWO\�GHWHUPLQHG�WKDW�XVH�RI�WKHLU�SURGXFWV�WR�UHSDLU��UHLQIRUFH��
UHSODFH��UHFRQVWUXFW�RU�VXSSOHPHQW�GHUPLV�LQ�IRU�EUHDVW�UHFRQVWUXFWLRQ�SURFHGXUHV�PHHWV�
WKH�IRXU�FULWHULD�IRU�FODVVLILFDWLRQ�DV�����+&7�3V����

1RWZLWKVWDQGLQJ�WKLV�KLVWRU\��&'5+�UHFHQWO\�LQGLFDWHG�WKDW�WKH�XVH�RI�KXPDQ�$'0�
DOORJUDIWV�IRU�EUHDVW�UHFRQVWUXFWLRQ�FRQVWLWXWHV�D�³QRQ�KRPRORJRXV´�XVH���7KHUHIRUH��
DFFRUGLQJ�WR�&'5+��WKHVH�DOORJUDIWV�GR�QRW�TXDOLI\�IRU�FODVVLILFDWLRQ�DV�����+&7�3V���
&'5+�DQQRXQFHG�WKLV�SRVLWLRQ�GXULQJ�LWV�*HQHUDO�DQG�3ODVWLF�6XUJHU\�'HYLFHV�3DQHO�RI�
WKH�0HGLFDO�'HYLFHV�$GYLVRU\�&RPPLWWHH�0HHWLQJ�RQ�0DUFK��������������WKH�3DQHO����

&'5+�RIILFLDOV�IXUWKHU�VXJJHVWHG�WKDW�DOORJUDIWV�SURPRWHG�IRU�WKLV�SXUSRVH�VKRXOG�EH�
FODVVLILHG�DV�&ODVV�,,,�PHGLFDO�GHYLFHV��UHTXLULQJ�D�30$�DQG�VXEMHFWLQJ�WKHVH�SURGXFWV�WR�

�� 6HH�7UDQVFULSW��VXSUD�Q�����DW������������
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DGGLWLRQDO�SRVW�PDUNHW�UHTXLUHPHQWV�����&'5+�WKHUHDIWHU�VHQW�³,W�+DV�&RPH�WR�2XU�
$WWHQWLRQ´�OHWWHUV�WR�VHYHUDO�SURFHVVRUV�RI�KXPDQ�$'0�DOORJUDIWV�SURPRWHG�IRU�XVH�LQ�
EUHDVW�UHFRQVWUXFWLRQ���&'5+�DVVHUWHG�WKDW�VXFK�SURGXFWV�DOOHJHGO\�DUH�PHGLFDO�GHYLFHV�
ZLWKLQ�WKH�PHDQLQJ�RI�)'&$�VHFWLRQ�����K����7KH�OHWWHUV�GLG�QRW�H[SODLQ�KRZ�&'5+�
FRQFOXGHG�WKHVH�DOORJUDIWV�GR�QRW�TXDOLI\�DV�����+&7�3V�����

&'5+¶V�DVVHUWLRQV�DUH�QRW�SUHGLFDWHG�RQ�D�SURSHU�+&7�3�FODVVLILFDWLRQ�DQDO\VLV���
+XPDQ�$'0�DOORJUDIWV�SURPRWHG�IRU�XVH�LQ�EUHDVW�UHFRQVWUXFWLRQ�DSSOLFDWLRQV�DUH�
REMHFWLYHO\�LQWHQGHG�WR�EH�XVHG�WR�UHSDLU��UHSODFH��UHLQIRUFH�RU�VXSSOHPHQW�GDPDJHG�GHUPLV�
RU�UHFRQVWUXFW�GHUPLV�LQ�WKH�SDWLHQW²WKH�VDPH�IXQFWLRQ�WKDW�WKH�GHUPLV�SHUIRUPHG�LQ�WKH�
GRQRU²EHFDXVH�WKH\�DUH�OLPLWHG�LQ�LQWHQGHG�XVH�WR�UHSDLU��UHSODFHPHQW��UHLQIRUFHPHQW��
DQG�RU�VXSSOHPHQWDWLRQ�RI�VRIW�WLVVXH�SHU�WKHLU�ODEHOLQJ�DQG�DGYHUWLVLQJ���7KH�LQWHQGHG�XVH�
LV�YLUWXDOO\�WKH�WH[WERRN�GHILQLWLRQ�RI�KRPRORJRXV�XVH����

$� 8VH�RI�+XPDQ�$'0�$OORJUDIWV�IRU�%UHDVW�5HFRQVWUXFWLRQ�LV�D
+RPRORJRXV�8VH

7KH�ORQJ�VWDQGLQJ�+&7�3�UHJXODWLRQV�GHILQH�³KRPRORJRXV�XVH´�DV�³WKH�UHSDLU��
UHFRQVWUXFWLRQ��UHSODFHPHQW��RU�VXSSOHPHQWDWLRQ�RI�D�UHFLSLHQW¶V�FHOOV�RU�WLVVXHV�ZLWK�DQ�
+&7�3�WKDW�SHUIRUPV�WKH�VDPH�EDVLF�IXQFWLRQ�RU�IXQFWLRQV�LQ�WKH�UHFLSLHQW�DV�LQ�WKH�GRQRU�´��
���&�)�5�����������F���HPSKDVLV�DGGHG����&RQVLVWHQW�ZLWK�WKH�$JHQF\¶V�LQWHQWLRQ�WR�
SURYLGH�+&7�3�PDQXIDFWXUHUV�ZLWK�PD[LPXP�UHJXODWRU\�³IOH[LELOLW\´�DQG�WR�SURPRWH�
FOLQLFDO�³LQQRYDWLRQ�ZLWKRXW�DQ�DSSOLFDWLRQ�UHYLHZ�SURFHVV�´�VHH�3URSRVHG�$SSURDFK�DW����
WKH�SUHDPEOH�WR�)'$¶V�+&7�3�UHJXODWLRQV�PDGH�FOHDU�WKDW�WKLV�IXQFWLRQDO�VWDQGDUG�VKRXOG�
EH�FRQVWUXHG�H[SDQVLYHO\��DQG�WKDW�H[FHSWLRQV�DUH�LQWHQGHG�WR�EH�UDUH����³:H�LQWHQG�WR�
LQWHUSUHW�µQRQKRPRORJRXV¶�QDUURZO\´�ZKHUH�H[DPSOHV�RI�XVHV�WKDW�ZRXOG�EH�FRQVLGHUHG�
QRQKRPRORJRXV�LQFOXGH�³>W@KH�XVH�RI�FDUWLODJH�LQ�WKH�EODGGHU�´�����)HG��5HJ�DW������
�HPSKDVLV�DGGHG���VHH�LG���³)RU�H[DPSOH��SURPRWLRQ�RI�DQ�+&7�3�IRU�DQ�XQSURYHQ�
WKHUDSHXWLF�XVH��VXFK�DV�FXULQJ�FDQFHU��ZRXOG�FOHDUO\�PDNH�LW�LQDSSURSULDWH�WR�UHJXODWH�WKH�
+&7�3�VROHO\�XQGHU�VHFWLRQ�����RI�WKH�3+6�$FW�´�����

7KH�$JHQF\�DOVR�HPSKDVL]HG�WKDW�WKH�³XVH�RI�D�VWUXFWXUDO�WLVVXH�PD\�EH�
KRPRORJRXV�HYHQ�ZKHQ�LW�GRHV�QRW�RFFXU�LQ�WKH�VDPH�ORFDWLRQ�DV�LW�RFFXUUHG�LQ�WKH�GRQRU�´�
,G��DW�������HPSKDVLV�DGGHG����:KDW�PDWWHUV��WKHQ��LV�QRW�WKH�ORFDWLRQ�RI�WKH�VRXUFH�RI�
+&7�3��EXW�KRZ�LW�IXQFWLRQV�ZKHQ�LPSODQWHG�LQ�WKH�UHFLSLHQW²D�VWDQGDUG�WKDW�DOPRVW�
LQYDULDEO\�LV�VDWLVILHG�ZKHQ�DQ�+&7�3�LV�SODFHG�LQ�WKH�VDPH�ORFDWLRQ�LQ�ZKLFK�LW�RWKHUZLVH�
LV�SUHVHQW�LQ�WKH�UHFLSLHQW��VXFK�DV�D�VSOLW�WKLFNQHVV�VNLQ�JUDIW�RQ�D�VNLQ�EXUQ�ZRXQG��RU�DV�
UHOHYDQW�KHUH��D�GHUPLV�JUDIW�LQ�GDPDJHG�RU�GHQXGHG�GHUPLV���

�� 6HH�LG�
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�� 5HSDLU���5HFRQVWUXFWLRQ���5HSODFHPHQW���6XSSOHPHQWDWLRQ

$�KRPRORJRXV�XVH�DVVHVVPHQW�LV�EDVHG�XSRQ�D�PDQXIDFWXUHU¶V�³REMHFWLYH�LQWHQW�´�DV�
UHIOHFWHG�E\�WKH�SURGXFW¶V�ODEHOLQJ�DQG�DGYHUWLVLQJ������&�)�5������������D�������7R�FRPH�
ZLWKLQ�WKH�UHJXODWRU\�GHILQLWLRQ�RI�³KRPRORJRXV�XVH�´�+&7�3V�WKHUHIRUH�PXVW�EH�LQWHQGHG
IRU�XVH�LQ�WKH�³UHSDLU��UHFRQVWUXFWLRQ��UHSODFHPHQW�RU�VXSSOHPHQWDWLRQ´�RI�D�UHFLSLHQW¶V�
WLVVXHV���,G��� �������F����7KH������*XLGDQFH�GHILQHV�WKHVH�WHUPV�DV�IROORZV��

³5HSDLU JHQHUDOO\�PHDQV�WKH�SK\VLFDO�RU�PHFKDQLFDO�UHVWRUDWLRQ�RI�WLVVXHV��
LQFOXGLQJ�E\�FRYHULQJ�RU�SURWHFWLQJ���)RU�H[DPSOH��)'$�JHQHUDOO\�ZRXOG�FRQVLGHU�
VNLQ�UHPRYHG�IURP�D�GRQRU�DQG�WKHQ�WUDQVSODQWHG�WR�D�UHFLSLHQW�LQ�RUGHU�WR�FRYHU�D�
EXUQ�ZRXQG�WR�EH�D�KRPRORJRXV�XVH���

5HFRQVWUXFWLRQ JHQHUDOO\�PHDQV�VXUJLFDO�UHDVVHPEOLQJ�RU�UH�IRUPLQJ���)RU�
H[DPSOH��UHFRQVWUXFWLRQ�JHQHUDOO\�ZRXOG�LQFOXGH�WKH�UHHVWDEOLVKPHQW�RI�WKH�
SK\VLFDO�LQWHJULW\�RI�D�GDPDJHG�DRUWD���

5HSODFHPHQW JHQHUDOO\�PHDQV�VXEVWLWXWLRQ�RI�D�PLVVLQJ�WLVVXH�RU�FHOO��IRU�H[DPSOH��
WKH�UHSODFHPHQW�RI�D�GDPDJHG�RU�GLVHDVHG�FRUQHD�ZLWK�D�KHDOWK\�FRUQHD�RU�WKH�
UHSODFHPHQW�RI�GRQRU�KHPDWRSRLHWLF�VWHP�SURJHQLWRU�FHOOV�LQ�D�UHFLSLHQW�ZLWK�D�
GLVRUGHU�DIIHFWLQJ�WKH�KHPDWRSRLHWLF�V\VWHP�WKDW�LV�LQKHULWHG��DFTXLUHG��RU�WKH�UHVXOW�
RI�P\HORDEODWLYH�WUHDWPHQW���

6XSSOHPHQWDWLRQ JHQHUDOO\�PHDQV�WR�DGG�WR��RU�FRPSOHWH���)RU�H[DPSOH��)'$�
JHQHUDOO\�ZRXOG�FRQVLGHU�WKH�LPSODQWDWLRQ�RI�GHUPDO�PDWUL[�LQWR�WKH�IDFLDO�ZULQNOHV�
WR�VXSSOHPHQW�D�UHFLSLHQW¶V�WLVVXHV�DQG�WKH�XVH�RI�ERQH�FKLSV�WR�VXSSOHPHQW�ERQ\�
GHIHFWV�WR�EH�KRPRORJRXV�XVHV���

5HSDLU��UHFRQVWUXFWLRQ��UHSODFHPHQW��DQG�VXSSOHPHQWDWLRQ�DUH�QRW�PXWXDOO\�
H[FOXVLYH IXQFWLRQV�DQG�DQ�+&7�3�FRXOG�SHUIRUP�PRUH�WKDQ�RQH�RI�WKHVH�IXQFWLRQV�
IRU�D�JLYHQ�LQWHQGHG�XVH�´�

�����*XLGDQFH�DW��� �EROGIDFH�DQG�SDUDJUDSKLQJ�DGGHG��

$V�H[SODLQHG�DERYH��KXPDQ�$'0�DOORJUDIWV�DUH�W\SLFDOO\�ODEHOHG IRU�WKH�UHSDLU��
UHLQIRUFHPHQW��UHSODFHPHQW��RU�VXSSOHPHQWDWLRQ RI�GDPDJHG�RU�LQDGHTXDWH�LQWHJXPHQWDO�
WLVVXH���2Q�LWV�IDFH��WKLV�ODEHOLQJ�VKRZV�WKDW�WKH�GHUPLV�DOORJUDIW�LV�LQWHQGHG�WR�UHSDLU��
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UHFRQVWUXFW��UHSODFH��DQG�RU�VXSSOHPHQW�LQWHJXPHQWDO�WLVVXH�LQ�D�OLNH�IRU�OLNH�H[FKDQJH�
�L�H���KRPRORJRXV�XVH����

$GGLWLRQDOO\��VRPH�SURFHVVRUV�DOVR�UHFRPPHQG�KXPDQ�$'0�DOORJUDIWV�PRUH�
VSHFLILFDOO\�IRU�XVH�LQ�FRQQHFWLRQ�ZLWK�³EUHDVW�UHFRQVWUXFWLRQ´�SURFHGXUHV��EXW�QHLWKHU�WKH�
ODEHOLQJ�RI�WKHVH�SURGXFWV�QRU�WKH�DGYHUWLVLQJ�IRU�WKHVH�SURGXFWV�SURPRWH�WKHP�IRU�DQ\
SRVVLEOH�XVH�LQ�EUHDVW�UHFRQVWUXFWLRQ�>IRU�LQVWDQFH��WR�UHSODFH�WKH�EUHDVW�WLVVXH��L�H���DGLSRVH�
DQG�JODQGV��UHPRYHG�GXULQJ�WKH�PDVWHFWRP\�SRUWLRQ�RI�WKH�SURFHGXUH@���,QVWHDG��WKH�
SURGXFW¶V�XVH�UHPDLQV�FRQVWUDLQHG�E\�WKH�ODEHOHG�KRPRORJRXV�LQGLFDWLRQ�WR�UHSDLU��
UHLQIRUFH��UHSODFH��RU�VXSSOHPHQW�LQWHJXPHQWDO�WLVVXH��GHUPLV��RQO\���7KH�LGHQWLILFDWLRQ�RI�
³EUHDVW�UHFRQVWUXFWLRQ´�SURFHGXUHV�VLPSO\�VXJJHVWV�D�FOLQLFDO�FRQWH[W�LQ�ZKLFK�
LQWHJXPHQWDO�WLVVXH�UHSDLU�IUHTXHQWO\�LV�QHFHVVDU\��DQG�IRU�ZKLFK�KXPDQ�$'0�DOORJUDIWV�
DUH�XQLTXHO\�ZHOO�VXLWHG����3HU�WKLV�XVH��WKH�DOORJUDIW�GHUPLV�LV�LQWHQGHG�WR�UHSDLU��UHSODFH��
UHFRQVWUXFW��DQG�RU�VXSSOHPHQW�GHUPLV�WKDW�KDV�EHHQ�GDPDJHG�RU�GHQXGHG�GXULQJ�D�
PDVWHFWRP\���$FFRUGLQJO\��WKH�ILUVW�SDUW�RI�WKH�GHILQLWLRQ�RI�KRPRORJRXV�XVH�LV�PHW���

�� 6DPH�EDVLF�IXQFWLRQ�RU�IXQFWLRQV�LQ�WKH�UHFLSLHQW�DV�LQ�WKH�
GRQRU�

� +XPDQ�$'0�DOORJUDIWV�XVHG�LQ�SRVW�PDVWHFWRP\�EUHDVW�UHFRQVWUXFWLRQ�DOVR�VDWLVI\�
WKH�VHFRQG�SDUW�RI�WKH�³KRPRORJRXV�XVH´�VWDQGDUG���6XFK�DOORJUDIWV�SHUIRUP�³WKH�VDPH�
EDVLF�IXQFWLRQ´�LQ�WKH�UHFLSLHQW�DV�LQ�WKH�GRQRU��DQG�LQGHHG�GR�VR�LQ�WKH�VDPH�ORFDWLRQ�DQG�
IRU�WKH�VDPH�SXUSRVHV����7KH�WHUP�³EDVLF�IXQFWLRQ´�VHHNV�WR�DVVHVV�ZKDW�DQ�+&7�3�³GRHV�
IURP�D�ELRORJLFDO�SK\VLRORJLFDO�SRLQW�RI�YLHZ��RU�LV�FDSDEOH�RI�GRLQJ�ZKHQ�LQ�LWV�QDWLYH�
VWDWH�´�������*XLGDQFH�DW������)'$�GHVFULEHV�WKH�EDVLF�IXQFWLRQV�RI�GHUPLV�LQ�LWV�QDWLYH�
VWDWH�DV�IROORZV��³7KH�GHUPLV�LV�WKH�HODVWLF�FRQQHFWLYH�WLVVXH�OD\HU�RI�WKH�VNLQ�WKDW�FRYHUV��
SURYLGHV�VXSSRUW�DQG�SURWHFWV�WKH�ERG\�IURP�PHFKDQLFDO�VWUHVV�´��,G��DW������$FFRUGLQJO\��

���7KH�RUGLQDU\�PHDQLQJ�RI�³UHLQIRUFH´�LV�WR�VWUHQJWKHQ�RU�LQFUHDVH�E\�DGGLWLRQ��VHH0HUULDP�
:HEVWHU�FRP� KWWSV���WLQ\XUO�FRP�TR�O�[\��WKHUHIRUH��³UHLQIRUFHPHQW´�IDOOV�XQGHU�)'$¶V�
LQWHUSUHWDWLRQ�RI�³VXSSOHPHQWDWLRQ�´��$Q�$'0�XVHG�IRU�³UHLQIRUFHPHQW´�LV�DOVR�DQ�
H[DPSOH�IURP�)'$�RI�KRPRORJRXV�XVH��VHH �����*XLGDQFH�DW�����PDNLQJ�FOHDU�WKDW�XVH�LQ�
UHLQIRUFHPHQW�IDOOV�ZLWKLQ�WKH�UHJXODWRU\�WHUPV�RI�³UHSDLU��UHFRQVWUXFWLRQ��UHSODFHPHQW�RU�
VXSSOHPHQWDWLRQ�´�����

���7KH\�PD\�DOVR�EH�ODEHOHG�WR�EH�XVHG�IRU�RWKHU�KRPRORJRXV�XVHV��VXFK�DV�ZRXQG�FRYHULQJ��
ZKLFK�DUH�QRW�WKH�VXEMHFW�RI�WKH�3HWLWLRQ���7R�WKH�H[WHQW�QHZ�LQIRUPDWLRQ�FRPHV�WR�RXU�
DWWHQWLRQ�LQGLFDWLQJ�WKDW�)'$�LQWHQGV�RQ�FODVVLI\LQJ�DV�PHGLFDO�GHYLFHV�KXPDQ�$'0V�
LQWHQGHG�IRU�XVH�LQ�FOLQLFDO�DSSOLFDWLRQV�RWKHU�WKDQ�EUHDVW�UHFRQVWUXFWLRQ��ZH�UHVHUYH�WKH�
ULJKW�WR�VXSSOHPHQW�WKH�3HWLWLRQ�RU�ILOH�D�VHSDUDWH�SHWLWLRQ���
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WKH�FULWLFDO�EDVLF�IXQFWLRQV RI�GHUPLV�DV�HODVWLF�FRQQHFWLYH�WLVVXH�DUH�WR�SURYLGH�FRYHUDJH��
VXSSRUW�DQG�SURWHFWLRQ���

7KDW�LV�SUHFLVHO\�ZKDW�KXPDQ�$'0�DOORJUDIWV�GR�LQ�WKH�EUHDVW UHFRQVWUXFWLRQ�
FRQWH[W���8VHG�LQ�DFFRUGDQFH�ZLWK�WKHLU�ODEHOLQJ��WKHVH�+&7�3V�DUH�LQWHQGHG�WR�UHSDLU��
UHSODFH��UHFRQVWUXFW� DQG�RU�VXSSOHPHQW�GHUPLV�WKDW�KDV�EHHQ�GDPDJHG�RU�GHQXGHG�GXULQJ�
VXUJHU\��DQG��RQFH�LPSODQWHG��WKH\�KHOS�UHQHZ�WKH�GHUPDO�OD\HU�LQ�RUGHU�WR�FRYHU�DQ�
XQGHUO\LQJ�VWUXFWXUH��WKH�EUHDVW�LPSODQW���SURYLGH�VXSSRUW�WR�WKH�RYHUO\LQJ�HSLGHUPDO�
WLVVXH��DQG�SURWHFW�WKH�XQGHUO\LQJ�DQDWRP\�DJDLQVW�PHFKDQLFDO�VWUHVV���(DFK�RI�WKHVH�EDVLF�
IXQFWLRQV��FRYHULQJ��VXSSRUWLQJ��SURWHFWLQJ��DUH�SHUIRUPHG�LQ�ERWK�WKH�GRQRU�DQG�UHFLSLHQW��
ZKLFK�PHHWV�WKH�VHFRQG�UHTXLUHPHQW�IRU�KRPRORJRXV�XVH���

$OWKRXJK�)'$¶V�GHILQLWLRQ�RI�KRPRORJRXV�XVH�GRHV�QRW�UHTXLUH�WKDW�WLVVXH�EH�XVHG�
LQ�WKH�VDPH�DQDWRPLFDO�ORFDWLRQ�LQ�WKH�UHFLSLHQW�DV�LQ�WKH�GRQRU��LQ�WKLV�FDVH�LW�LV�LQ�IDFW�VR�
XVHG���,W�LV�SODFHG�XQGHUQHDWK�WKH�HSLGHUPLV�ZKHUH�GHUPLV�RUGLQDULO\�UHVLGHV��WR�SHUIRUP�
WKH�IXQFWLRQV�RI�GHUPLV DV�HODVWLF�FRQQHFWLYH�WLVVXH��DQG�WKHUHE\�HYHQ�PRUH�VWURQJO\�
GHPRQVWUDWHV�WKDW�WKH�DOORJUDIW�LV�LQWHQGHG�IRU�KRPRORJRXV�XVH� ,W�LV�GLIILFXOW�WR�LPDJLQH�
KRZ�DOORJUDIW�GHUPLV LQWHQGHG�WR�EH�SODFHG�LQ�WKH�VDPH ORFDWLRQ�ZKHUH�GHUPLV�QDWXUDOO\�
UHVLGHV�ZRXOG�QRW�EH�LQWHQGHG�WR�SHUIRUP�WKH�VDPH�IXQFWLRQV�LQ�WKH�UHFLSLHQW�DV�LQ�WKH�
GRQRU���

7KH�IDFW�WKDW�WKH�DOORJUDIW�FRYHUV�D�EUHDVW�LPSODQW��UDWKHU�WKDQ�EUHDVW�WLVVXH��GRHV�QRW�
DOWHU�WKH�UHJXODWRU\�FRQFOXVLRQ���5HJDUGOHVV�RI�ZKHWKHU�WKH�XQGHUO\LQJ�VWUXFWXUH�LV�EUHDVW�
WLVVXH�RU�D�EUHDVW�LPSODQW��RU�D�FRPELQDWLRQ�RI�WKH�WZR��WKH�KXPDQ�$'0�DOORJUDIW�LV�
GHUPLV�IXQFWLRQLQJ�DV�GHUPLV���7KDW�LV��WKH�DOORJUDIW�GHUPLV�LV�HODVWLF�FRQQHFWLYH�WLVVXH�
SODFHG�LQ�WKH�ORFDWLRQ�ZKHUH�GHUPLV�RUGLQDULO\�RFFXUV��DQG�LW�RIIHUV WKH�VDPH�W\SH�RI�
IXQFWLRQV�DV�HODVWLF�FRQQHFWLYH WLVVXH�RUGLQDULO\�SURYLGHV��FRYHUDJH��VXSSRUW��DQG�
SURWHFWLRQ����)XUWKHUPRUH��GHUPLV�LQ�WKH�GRQRU�SURYLGHV��DPRQJ�RWKHU�WKLQJV��FRYHUDJH�RI�
YDULRXV VWUXFWXUHV�WKURXJKRXW�WKH�ERG\��H�J���ERQH��PXVFOH��DQG�RWKHU�VRIW�WLVVXH����,Q�WKH�
UHFLSLHQW��WKH�GHUPLV�LV�SHUIRUPLQJ�WKLV�VDPH�IXQFWLRQ�HYHQ�ZKHQ�FRYHULQJ�D�EUHDVW�
LPSODQW�UDWKHU�WKDQ�EUHDVW�WLVVXH��WKH�KRPRORJRXV�XVH�FULWHULRQ�GRHV�QRW�UHTXLUH�WKH�VDPH�
VWUXFWXUH�WR�EH�FRYHUHG�LQ�WKH�GRQRU�DQG�UHFLSLHQW���$FFRUGLQJO\��EHFDXVH�WKH�KXPDQ�$'0�
DOORJUDIW�LV�SHUIRUPLQJ�WKH�VDPH�LQWHJXPHQWDO�IXQFWLRQV LQ�WKH�UHFLSLHQW�DV�LQ�WKH�GRQRU��
WKLV�LQWHQGHG�XVH�LV�KRPRORJRXV�

�� 6HH 7��0��%URZQ�	�.��.ULVKQDPXUWK\��+LVWRORJ\��'HUPLV��6WDW3HDUOV��GHVFULELQJ�WKH�IXQFWLRQV�
RI�GHUPLV�DV�SURYLGLQJ�VWUHQJWK��IOH[LELOLW\��DQG�VXSSRUW�WR�WKH�HSLGHUPLV�DQG�GHHSHU�
DQDWRPLFDO�VWUXFWXUHV���KWWSV���ZZZ�QFEL�QOP�QLK�JRY�ERRNV�1%.���������ODVW�YLVLWHG�
'HF������������
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�� 7KH�7LVVXH�5HIHUHQFH�*URXS¶V������5HFRPPHQGDWLRQ��

� 7KH�IRUHJRLQJ�UHJXODWRU\�DQDO\VLV�LV�GLVSRVLWLYH�RI�WKH�TXHVWLRQ�RI�KRPRORJRXV�XVH���
,Q�DQWLFLSDWLRQ�RI�SRWHQWLDO�REMHFWLRQV��ZH�QRWH�WKDW�LQ�������)'$¶V�7LVVXH�5HIHUHQFH�
*URXS��75*��SRVWHG�DQ�LQIRUPDO�UHFRPPHQGDWLRQ�RQ�LWV�ZHEVLWH��ZKLFK�VWDWHG���³>W@KH�XVH�
RI�D�KXPDQ�GHUPLV�SURGXFW�LQ�EUHDVW�UHFRQVWUXFWLRQ�SURFHGXUHV�ZKHUH�WKH�GHUPLV�LV�XVHG�WR�
IRUP�DQ�H[WHQVLRQ�RI�WKH�VXEPXVFXODU�SRFNHW�IRU�SODFHPHQW�RI�D�EUHDVW�LPSODQW�RU�WLVVXH�
H[SDQGHU�FRQVWLWXWHV�QRQKRPRORJRXV�XVH�DQG�WKHUHIRUH�LV�QRW�D�����+&7�3�´ ��

7KH�75*�UHFRPPHQGDWLRQ�LV�QR�ORQJHU�RQ�)'$¶V�ZHEVLWH���3HU�D�)HGHUDO�5HJLVWHU�
QRWLFH�RQ�1RYHPEHU�������������WKH�$JHQF\�DQQRXQFHG�WKDW��³DOWKRXJK�WKH�75*�ZLOO�
FRQWLQXH�WR�SURYLGH�UHFRPPHQGDWLRQV��WKH�75*�DQQXDO�UHSRUWV�ZLOO�QR�ORQJHU�EH�SRVWHG�RQ�
)'$
V�:HE�VLWH���:H�QRWH�WKDW�>WKH������*XLGDQFH@�LV�LQWHQGHG�WR�KHOS�FODULI\�WKH�PLQLPDO�
PDQLSXODWLRQ�DQG�KRPRORJRXV�
PDQ\�RI�WKH�TXHVWLRQV�WKDW�KDG�EHHQ�SRVHG�WR�WKH�75*�´��7KH�ILQDO�JXLGDQFH�GLG�QRW�
VSHFLILFDOO\�DGGUHVV�WKH�XVH�RI�KXPDQ�$'0�DOORJUDIWV�WR�UHSDLU�RU�VXSSOHPHQW�GDPDJHG�RU�
GHQXGHG�GHUPLV���)XUWKHU��WKH�75*�UHFRPPHQGDWLRQV�DUH�EDVHG�RQ�VSHFLILF�IDFWV�SURYLGHG�
E\�DQ�LQGLYLGXDO�VSRQVRU�DQG�)'$�KDV�QRWHG�WKDW�³LW�PD\�QRW�EH�DSSURSULDWH�WR�JHQHUDOL]H�
EURDGO\�IURP�WKH�XSGDWHV�´���7R�WKH�EHVW�RI�RXU�NQRZOHGJH��LQ�WKH�SDVW�VL[�\HDUV�VLQFH�WKH�
75*�UHFRPPHQGDWLRQ�ZDV�SRVWHG��)'$�KDV�QHYHU�UHJXODWHG�DQ\�SDUWLFXODU�KXPDQ�$'0�
DOORJUDIW�SURGXFW�DV�D�PHGLFDO�GHYLFH����

,W�LV�QRW�FOHDU�HYHQ�QRZ�LI�&'5+�LV�UHO\LQJ�RQ�WKLV�ZLWKGUDZQ�UHFRPPHQGDWLRQ��
EHFDXVH�&'5+�KDV�QRW�SURYLGHG�DQ\�UDWLRQDOH�IRU�LWV�SRVLWLRQ���(YHQ�FRQVLGHULQJ�WKH�
75*¶V�UHFRPPHQGDWLRQ�DW�IDFH�YDOXH��VR�IDU�DV�ZH�DUH�DZDUH��QR�PDQXIDFWXUHU�KDV�
LQGLFDWHG�RU�SURPRWHG�D�KXPDQ�$'0�DOORJUDIW�IRU�XVH�LQ�³H[WHQGLQJ�D�VXEPXVFXODU�
SRFNHW´�DQG�DQ\�VXFK�XVH�UHDGLO\�FRXOG�EH�GLVFODLPHG�IURP�ODEHOLQJ�RU�SURPRWLRQ�LI�WKH�
$JHQF\�GHHPV�WKDW�QHFHVVDU\����

(TXDOO\�LPSRUWDQW��D�SURSHU�KRPRORJRXV�XVH�DVVHVVPHQW�PXVW�IRFXV�RQ�WKH�IXQFWLRQ�
WKH�GHUPLV�LV�SHUIRUPLQJ�LQ�WKH�UHFLSLHQW�DV�FRPSDUHG�WR�WKH�GRQRU���$OWKRXJK�)'$�
FKDUDFWHUL]HV�WKH�DOORJUDIW�DV�EHLQJ�³XVHG�WR�IRUP�DQ�H[WHQVLRQ�RI�WKH�VXEPXVFXODU�

���7KH�75*�SURYLGHV�LQIRUPDO�MXULVGLFWLRQ�UHFRPPHQGDWLRQV�WR�VSRQVRUV�DQG�WKH�&HQWHUV�DV�WR�D�
VSRQVRU¶V�VSHFLILF�SURGXFW���1R�LQIRUPDWLRQ�ZDV�SURYLGHG�RQ�WKH�ZHEVLWH�DERXW�WKH�
SURGXFW�����

������)HG��5HJ����������������1RY��������������
�� $UFKLYHG�YHUVLRQ�RI�WKH�7LVVXH�5HIHUHQFH�*URXS�ZHEVLWH�IURP�0DUFK�������DYDLODEOH�DW

KWWSV���WLQ\XUO�FRP�WH]�DNQ�
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$'0

SRFNHW�´�WKH�DOORJUDIW�LV�QRQHWKHOHVV�LPSODQWHG�LQ�WKH�VDPH�ORFDWLRQ�ZKHUH�GHUPLV�
RUGLQDULO\�RFFXUV�DQG�LV�SHUIRUPLQJ�WKH�EDVLF�IXQFWLRQV�RI�GHUPLV���7KH�ORFDWLRQ�RI�WKH�
DOORJUDIW�LQ�WZR�FRPPRQ�VXUJLFDO�DSSURDFKHV LV�VKRZQ LQ�)LJ���� EHORZ���2Q�WKH�OHIW�LV�WKH
³VXE�SHFWRUDO´�DSSURDFK��� 7KDW�LV�WKH�RQH�WKDW�FRXOG�EH�VDLG�WR�FUHDWH�D�VXEPXVFXODU�
SRFNHW���2Q�WKH�ULJKW�LV�WKH�³SUH�SHFWRUDO´�DSSURDFK��� ,W�GRHV�QRW�FUHDWH�D�VXEPXVFXODU�
SRFNHW���

,Q�ERWK FDVHV��WKH�DOORJUDIW�LV�SODFHG�ZKHUH�WKH�GHUPLV�RUGLQDULO\�UHVLGHV�XQGHU�WKH�
HSLGHUPLV���7KHUH�PD\�EH�D�GLIIHUHQFH�LQ�ORFDWLRQ�DORQJ�WKH�SODQH�RI�WKH�GHUPLV��EXW�LQ�
ERWK�FDVHV�WKH�DOORJUDIW�GHUPLV�LV�SODFHG�VR�DV�WR�UHSDLU��UHSODFH� UHFRQVWUXFW��DQG�RU�
VXSSOHPHQW�D�SDWLHQW¶V�QDWLYH�GHUPLV���7KHUHIRUH��HYHQ�WKRXJK�WKH�75*¶V�UHFRPPHQGDWLRQ�
UHIHUV�WR�WKH�DOORJUDIW�DV�³IRUP>LQJ@�DQ�H[WHQVLRQ�RI�WKH�VXEPXVFXODU�SRFNHW�´�LQ�UHDOLW\��LQ�
DOO�FDVHV�WKH�KXPDQ�$'0�DOORJUDIW�LV�XVHG�WR�UHSDLU��UHSODFH��UHFRQVWUXFW��RU�VXSSOHPHQW�
DQ�LQDGHTXDWH�GHUPDO�OD\HU���,W�LV�DQ�HODVWLF�FRQQHFWLYH�WLVVXH�OD\HU�SODFHG�XQGHUQHDWK�WKH�
HSLGHUPLV LQ�WKH�UHFLSLHQW��ZKLFK�LV�ZKHUH�VXFK�GHUPLV�ZRXOG�EH�ORFDWHG�LQ�WKH�GRQRU�DV�
ZHOO���%HFDXVH�LW�LV�SODFHG�LQ�LWV�XVXDO�DQDWRPLFDO�ORFDWLRQ��LW�LV�VHOI�HYLGHQWO\�LQWHQGHG�WR�
SHUIRUP�WKH�VDPH�IXQFWLRQV�LQ�WKH�UHFLSLHQW�DV�LQ�WKH�GRQRU��FRYHUDJH��VXSSRUW��SURWHFWLRQ����
6XFK�XVH�RI�DQ�+&7�3�DOORJUDIW�FDQQRW�UHDVRQDEO\�EH�FKDUDFWHUL]HG�DV�DQ\WKLQJ�EXW�
KRPRORJRXV�

)LJXUH�����,OOXVWUDWLYH�SODFHPHQW�RI�KXPDQ�$'0�DOORJUDIW�LQ�WKH�GHUPDO�OD\HU�LQ�WKH
VXE�SHFWRUDO�DSSURDFK��OHIW��DQG�SUH�SHFWRUDO�DSSURDFK��ULJKW�

�� 0DUJXOLHV��VXSUD Q���� �GHVFULELQJ�VXE�SHFWRUDO�WHFKQLTXH������
�� ,G� �GHVFULELQJ�SUH�SHFWRUDO�WHFKQLTXH��

$'0

3HFWRUDOLV

6NLQ�IODS

3HFWRUDOLV

6NLQ�IODS
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%� +XPDQ�$'0�$OORJUDIWV�IRU�%UHDVW�5HFRQVWUXFWLRQ�0HHW�WKH�
5HPDLQLQJ�&ULWHULD�IRU�5HJXODWLRQ�DV�D�����+&7�3�

+XPDQ�$'0�DOORJUDIWV�DOVR�PHHW�WKH�UHPDLQLQJ�FULWHULD�IRU�����+&7�3V�EHFDXVH�
WKH\�DUH�PLQLPDOO\�PDQLSXODWHG��WKHLU�PDQXIDFWXUH�GRHV�QRW�LQYROYH�FRPELQDWLRQ�ZLWK�
H[FOXGHG�DUWLFOHV��DQG�WKH\�GR�QRW�KDYH�D�V\VWHPLF�HIIHFW�DQG�DUH�QRW�GHSHQGHQW�RQ�WKH�
PHWDEROLF�DFWLYLW\�RI�OLYLQJ�FHOOV�IRU�WKHLU�SULPDU\�IXQFWLRQ���7KH�IROORZLQJ�GLVFXVVLRQ�
DGGUHVVHV�WKHVH�UHPDLQLQJ�SURQJV�

�� 0LQLPDO�0DQLSXODWLRQ�

)RU�DOPRVW����\HDUV��)'$�KDV�FRQVLGHUHG�WKH�PDQXIDFWXULQJ�RI�KXPDQ�$'0�
DOORJUDIWV�WR�EH�PLQLPDO�PDQLSXODWLRQ���)RU�VWUXFWXUDO�WLVVXHV��VXFK�DV�GHUPLV��� WKH�
$JHQF\¶V�UHJXODWLRQV�GHILQH�³PLQLPDO�PDQLSXODWLRQ´ DV�³SURFHVVLQJ�WKDW�GRHV�QRW�DOWHU�WKH�
RULJLQDO�UHOHYDQW�FKDUDFWHULVWLFV�RI�WKH�WLVVXH�UHODWLQJ�WR�WKH�WLVVXH¶V�XWLOLW\�IRU�
UHFRQVWUXFWLRQ��UHSDLU��RU�UHSODFHPHQW�´�����&�)�5� � �������I����� 7KH�SUHDPEOH�WR�WKH�
ILQDO�UXOH�RQ�HVWDEOLVKPHQW�UHJLVWUDWLRQ�DQG�OLVWLQJ�H[SUHVVO\�DQWLFLSDWHV�WKH�SURFHVVLQJ�
VWHSV�XVHG�E\�PDQXIDFWXUHUV�WR�PDNH�KXPDQ�$'0�DOORJUDIW�IRU�EUHDVW�UHFRQVWUXFWLRQ�
GHVFULEHG�DERYH�± VSHFLILFDOO\��FHOO�UHPRYDO��VKDSLQJ�DQG�FXWWLQJ��GLVLQIHFWLRQ�DQG�
VWHULOL]DWLRQ��DQG�O\RSKLOL]DWLRQ���6HH ���)HG��5HJ��������������-DQ������������
)XUWKHUPRUH��WKH������*XLGDQFH�UHLQIRUFHV�WKDW�VWDQGDUG�KXPDQ�$'0�DOORJUDIW�
SURFHVVLQJ�PHHWV�WKH�GHILQLWLRQ�RI�PLQLPDO�PDQLSXODWLRQ����

([DPSOH������� 7KH�RULJLQDO�UHOHYDQW�FKDUDFWHULVWLFV�RI�VNLQ�UHODWLQJ�WR�LWV�XWLOLW\�WR�
VHUYH�DV�D�SURWHFWLYH�FRYHULQJ�JHQHUDOO\ LQFOXGH�LWV�ODUJH�VXUIDFH�DUHD��NHUDWLQL]HG��
ZDWHU�UHVLVWDQW�HSLWKHOLDO�OD\HU��HSLGHUPLV���DQG�GHQVH��VWURQJ��DQG�IOH[LEOH�
FRQQHFWLYH�WLVVXH�OD\HU��GHUPLV��� $�PDQXIDFWXUHU�SURFHVVHV�VNLQ�WR�UHPRYH�
HSLGHUPLV�DQG�IUHH]H�GULHV�DQG�SDFNDJHV�WKH�UHPDLQLQJ�FRQQHFWLYH�WLVVXH��DV�
GHFHOOXODUL]HG�GHUPLV�� 7KH�+&7�3�JHQHUDOO\�LV�FRQVLGHUHG�PLQLPDOO\�PDQLSXODWHG�
EHFDXVH�WKH�SURFHVVLQJ�GRHV�QRW�DOWHU�WKH�RULJLQDO�UHOHYDQW�FKDUDFWHULVWLFV�RI�WKH�
+&7�3�UHODWLQJ�WR�LWV�XWLOLW\�WR�VHUYH�DV�D�SURWHFWLYH�FRYHULQJ�

�����*XLGDQFH DW���������7KHUHIRUH��LW�LV�LQGLVSXWDEOH�WKDW�KXPDQ�$'0�DOORJUDIWV�PHHW�
WKH�FULWHULRQ�IRU�PLQLPDO�PDQLSXODWLRQ�ZKHQ�SURFHVVHG�E\�WKH�XVXDO�PHDQV��FRQVLVWHQW�
ZLWK�WKH�JXLGDQFH¶V�H[DPSOH����

�� )'$�VWDWHG�LQ�WKH������*XLGDQFH�WKDW�VNLQ�LV�DQ�H[DPSOH�RI�D�VWUXFWXUDO�WLVVXH��DV�RSSRVHG�WR�D�
FHOOXODU�QRQVWUXFWXUDO�WLVVXH���������*XLGDQFH�DW�������³7LVVXHV�WKDW�SK\VLFDOO\�VXSSRUW�RU�
VHUYH�DV�D�EDUULHU�RU�FRQGXLW��RU�FRQQHFW��FRYHU��RU�FXVKLRQ�LQ�WKH�GRQRU�DUH�JHQHUDOO\�
FRQVLGHUHG�VWUXFWXUDO�WLVVXHV�´��,G� DW����
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�� &RPELQDWLRQ�ZLWK�([FOXGHG�$UWLFOH�

$Q +&7�3 PHHWV�WKLV�FULWHULRQ LI�³>W@KH�PDQXIDFWXUH�RI�WKH�+&7�3�GRHV�QRW�LQYROYH�
WKH�FRPELQDWLRQ�RI�WKH�FHOOV�RU�WLVVXHV�ZLWK�DQRWKHU�DUWLFOH��H[FHSW�IRU�ZDWHU��FU\VWDOORLGV��
RU�D�VWHULOL]LQJ��SUHVHUYLQJ��RU�VWRUDJH�DJHQW��SURYLGHG�WKDW�WKH�DGGLWLRQ�RI�ZDWHU��
FU\VWDOORLGV��RU�WKH�VWHULOL]LQJ��SUHVHUYLQJ��RU�VWRUDJH�DJHQW�GRHV�QRW�UDLVH�QHZ�FOLQLFDO�
VDIHW\�FRQFHUQV�ZLWK�UHVSHFW�WR�WKH�+&7�3�´ ���&�)�5��� ��������D����� )'$�GHILQHV�
³PDQXIDFWXUH´�DV�XVHG�LQ�WKLV�UHJXODWLRQ�WR�LQFOXGH�³DQ\�RU�DOO�VWHSV�LQ�WKH�UHFRYHU\��
SURFHVVLQJ� VWRUDJH��ODEHOLQJ��SDFNDJLQJ��RU�GLVWULEXWLRQ�RI�DQ\�KXPDQ�FHOO�RU�WLVVXH��DQG�
WKH�VFUHHQLQJ�RU�WHVWLQJ�RI�WKH�FHOO�RU�WLVVXH�GRQRU�´��,G����������H����([DPSOHV�SURYLGHG�
E\�)'$�GXULQJ�LWV�UXOHPDNLQJ�RI�DJHQWV�WKDW�ZRXOG�JHQHUDOO\�EH�DFFHSWDEOH�LQFOXGH�
FU\RSURWHFWDQWV��FKHPLFDOV�XVHG�IRU�VWHULOL]DWLRQ��DQG�VWRUDJH�VROXWLRQV������)HG��5HJ��DW�
�������

+XPDQ�$'0�DOORJUDIWV�DUH�QRW�W\SLFDOO\�PDQXIDFWXUHG�LQ�FRPELQDWLRQ�ZLWK�
DQRWKHU�DUWLFOH�H[FHSW�IRU�SHUPLWWHG�DUWLFOHV�OLNH�SUHVHUYDWLYHV��VWHULOL]LQJ�± LQFOXGLQJ�
GLVLQIHFWLQJ�± DJHQWV��DQG�FU\VWDOORLGV���$FFRUGLQJO\��KXPDQ�$'0�DOORJUDIWV PHHW�WKLV�
FULWHULRQ�

�� 6\VWHPLF�(IIHFW�DQG�0HWDEROLF�$FWLYLW\

$Q�DUWLFOH�PHHWV�WKLV�FULWHULRQ�LI�LW�³GRHV�QRW�KDYH�D V\VWHPLF�HIIHFW´ DQG LV�³QRW�
GHSHQGHQW�XSRQ�WKH�PHWDEROLF�DFWLYLW\�RI�OLYLQJ�FHOOV�IRU�LWV�SULPDU\�IXQFWLRQ�´�����&�)�5��
����������D�����LL��D�� 7KH�HIIHFW�RI�KXPDQ�$'0�DOORJUDIWV�LV�ORFDO��DQG�WKH\�GR�QRW�KDYH�
D�V\VWHPLF�HIIHFW���)XUWKHU��KXPDQ�$'0�DOORJUDIWV�DUH�GHFHOOXODUL]HG��PHDQLQJ�WKDW�WKH\�
GR�QRW�FRQWDLQ�OLYLQJ�FHOOV�DQG�WKHUHIRUH�FDQQRW�GHSHQG�RQ�FHOOXODU�DFWLYLW\�IRU�WKHLU�
SULPDU\�IXQFWLRQ RI�FXVKLRQLQJ��SURWHFWLQJ�DQG�UHLQIRUFLQJ���$V�VXFK��KXPDQ�$'0�
DOORJUDIWV�UHDGLO\�PHHW�WKLV�UHJXODWRU\�FULWHULRQ�

&� )'$�&DQQRW�&RQVLGHU�)DFWRUV�2XWVLGH�,WV�+&7�3�5HJXODWLRQV�WR�
$VVHVV�:KHWKHU�+XPDQ�$'0�$OORJUDIWV�$UH�����+&7�3V

%HFDXVH�KXPDQ�$'0�DOORJUDIWV�PHHW�DOO�RI�WKH�FULWHULD�IRU�FODVVLILFDWLRQ�DV�D�����
+&7�3��WKH\�DUH�QRW�VXEMHFW�WR�UHJXODWLRQ�DV�PHGLFDO�GHYLFHV�RU�ELRORJLFDO�SURGXFWV���7KH�
UHVXOW�LV�IXOO\�LQ�DFFRUG�ZLWK�)'$¶V�XQGHUO\LQJ�SROLF\ DQG�UXOHPDNLQJ���$V�)'$�
UHFRJQL]HG�LQ�WKH�3URSRVHG�$SSURDFK��WKH�³FRPSUHKHQVLYH´�IUDPHZRUN�IRU�����+&7�3V�
SURYLGHV�³DGHTXDWH�SURWHFWLRQ�RI�SXEOLF�KHDOWK��ERWK�IURP�WKH�ULVNV�RI�WUDQVPLVVLRQ�RI�
FRPPXQLFDEOH�GLVHDVH�DQG�IURP�WKH�ULVNV�RI�WKHUDSLHV�WKDW�PD\�EH�GDQJHURXV�´�DQG�
WKHUHIRUH�VXFK�+&7�3V�VKRXOG�EH�GHYHORSHG�³ZLWK�DV�OLWWOH�UHJXODWRU\�EXUGHQ�DV�
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SRVVLEOH�´�� 2QO\�LI�DQ�+&7�3�IDLOV�WR�PHHW�DOO�IRXU�FULWHULD�IRU�FODVVLILFDWLRQ�DV�����
+&7�3�FDQ�VXFK�D�SURGXFW�EH�VXEMHFW�WR DGGLWLRQDO UHJXODWLRQ�DV�D�GUXJ��GHYLFH��RU�
ELRORJLFDO�SURGXFW���6HH ���)HG��5HJ��DW����� �³2XU�DELOLW\�WR�UHJXODWH�DQ�+&7�3�DV�D�GUXJ��
GHYLFH��DQG�RU�ELRORJLFDO�SURGXFW�GHULYHV�IURP�WKH�>)'	&@�DFW�DQG�VHFWLRQ�����RI�WKH�3+6�
$FW��DXWKRULWLHV�WKDW�DUH�GLVWLQFW�IURP�RXU�DXWKRULW\�WR�LVVXH�UHJXODWLRQV�WR�SUHYHQW�WKH�
WUDQVPLVVLRQ�RI�FRPPXQLFDEOH�GLVHDVH�XQGHU�VHFWLRQ�����RI�WKH�3+6�$FW�� ,I�DQ�+&7�3�
GRHV�QRW�PHHW�WKH�FULWHULD�LQ�����������IRU�UHJXODWLRQ�VROHO\�XQGHU�VHFWLRQ�����RI�WKH�3+6�
$FW�������WKH�+&7�3�ZLOO�EH�UHJXODWHG�XQGHU�WKH�>)'	&@�DFW�DQG�RU�WKH�3+6�$FW�DQG�
DSSOLFDEOH�UHJXODWLRQV�´����

1RQHWKHOHVV��&'5+�DSSHDUV�WR�KDYH�UHOLHG�RQ�LQIRUPDWLRQ�RXWVLGH�RI�WKH�UHJXODWRU\�
IUDPHZRUN�ZKHQ�GHFLGLQJ�WR�FODVVLI\�KXPDQ�$'0�DOORJUDIWV�DV�&ODVV�,,,�PHGLFDO�GHYLFHV���
$W�WKH������3DQHO�ZKHUH�&'5+�DQQRXQFHG�WKDW�WKHVH�SURGXFWV�VKRXOG�EH�UHJXODWHG�DV�
PHGLFDO�GHYLFHV�LI�UHFRPPHQGHG�IRU�EUHDVW�UHFRQVWUXFWLRQ��3URIHVVRU�(GZLQ�:LONLQV��
0�'���8QLYHUVLW\�RI�0LFKLJDQ��SUHVHQWHG�WR�)'$�RQ�RXWFRPHV�IURP�WKH�0DVWHFWRP\�
5HFRQVWUXFWLRQ�2XWFRPHV &RQVRUWLXP �052&� VWXG\���7KH�052&�VWXG\�
DLPHG�WR�FRPSDUH�ORQJ�WHUP�RXWFRPHV�IRU�FRPPRQO\�XVHG�RSWLRQV�IRU�EUHDVW�
UHFRQVWUXFWLRQ�DQG�HYDOXDWH�FRPSOLFDWLRQV�DQG�SDWLHQW�UHSRUWHG�RXWFRPHV���$V�SUHVHQWHG��
EDVHG�RQ�WKH�VWXG\�DXWKRUV¶�DVVHVVPHQW��XVH�RI�KXPDQ�$'0�DOORJUDIWV�LQ�LPPHGLDWH�
H[SDQGHU�LPSODQW�UHFRQVWUXFWLRQ�ZDV�DVVRFLDWHG�ZLWK�D�PDUJLQDOO\�KLJKHU�FRPSOLFDWLRQ�
UDWH��EXW�KDG�QR�VLJQLILFDQW�HIIHFWV�RQ�SDWLHQW�UHSRUWHG�RXWFRPHV��FRPSDUHG�ZLWK�
QRQ�KXPDQ�$'0�DOORJUDIW�FDVHV���

7KHUH�ZHUH VLJQLILFDQW�OLPLWDWLRQV�WR�WKH�052&�VWXG\���)RU�H[DPSOH��DV�QRWHG�E\�
'U��:LONLQV��LW�ZDV�QRW�D�UDQGRPL]HG�FOLQLFDO�WULDO� WKHUH�PD\�KDYH�EHHQ�VHOHFWLRQ�ELDV�DQG�
FRQIRXQGLQJ�YDULDEOHV�QRW�FRQWUROOHG�IRU� DQG�WKH�DQDO\VHV�GLG�QRW�HYDOXDWH�LPPHGLDWH�
UHFRQVWUXFWLRQV�RU�XVH�RI�SUH�SHFWRUDO�LPSODQWV�H[SDQGHUV��� 0RVW�LPSRUWDQWO\�IRU�WKH�
SUHVHQW�DQDO\VLV��WKH�052&�VWXG\�ZDV�QRW�SUH�VSHFLILHG�WR�DQG�GLG�QRW�GLVWLQJXLVK�
EHWZHHQ�RXWFRPHV�IRU�V\QWKHWLF�PHVK��DQLPDO�GHULYHG�JUDIWV��DQG�KXPDQ�$'0�DOORJUDIWV��
DQG�HYHQ�WKRXJK�WKHUH�ZHUH�YDULRXV�W\SHV�RI�$'0�XVHG��WKH\�ZHUH�³QRW�RI�VXIILFLHQW�
QXPEHUV�WR�DQDO\]H�´�� )XUWKHU��WKH�052&�VWXG\�ZDV�QRW�SRZHUHG�WR�H[DPLQH�WKH�LVVXHV�
VXUURXQGLQJ�WKH�XVH�RI�KXPDQ�$'0�DOORJUDIWV� LW�UHOLHG�XSRQ�DQ�REVHUYDWLRQDO��QRW�

�� 3URSRVHG�$SSURDFK��DW����
�� (GZLQ�*��:LONLQV��0�'���$FHOOXODU�'HUPDO�0DWUL[�LQ�,PPHGLDWH�,PSODQW�%DVHG�%UHDVW�

5HFRQVWUXFWLRQ�)LQGLQJV�IURP�WKH�0DVWHFWRP\�5HFRQVWUXFWLRQ�2XWFRPHV�&RQVRUWLXP�
�052&��6WXG\��DYDLODEOH�DW KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG�

�� ,G�
�� 7UDQVFULSW��VXSUD Q� ���DW�����
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UDQGRPL]HG��VWXG\�GHVLJQ� ZKLFK�FRPSOLFDWHV�WKH�DVVLJQPHQW�RI�FDXVDOLW\��DQG�LW�IRFXVHG�
RQ�D�KHWHURJHQRXV�SRSXODWLRQ�WKDW�ZDV�QRW�ZHOO�FRQWUROOHG� IXUWKHU�FORXGLQJ�WKH�
DVVLJQPHQW�RI�FDXVDOLW\���

'HVSLWH�WKHVH�PDQLIHVW�OLPLWDWLRQV��&'5+�UHDFKHG�LWV�FRQFOXVLRQV�DERXW�KXPDQ�
$'0V�IURP�WKHVH�GDWD���,Q�UHVSRQVH�WR�D�GLVFXVVLRQ�ZLWK�'U��:LONLQV�RQ�WKH�YDULRXV�W\SHV�
RI�$'0V�XVHG�LQ�WKH�052&�VWXG\��D�&'5+�UHSUHVHQWDWLYH�QRWHG�WKDW�)'$�ZDV�QRW�JRLQJ�
WR�GLVWLQJXLVK�EHWZHHQ�WKH�VRXUFH�RI�WKH�$'0�LQ�WHUPV�RI�KRZ�PXFK�ZHLJKW WR�JLYH�WKH�
052&�VWXG\���³6R��IRU�WKH�3DQHO
V�SXUSRVHV��ZH�ZHUH�FRQVLGHULQJ ZKHWKHU�LW¶V�DQLPDO�
GHULYHG��KXPDQ�GHULYHG��RU�V\QWKHWLF�WR�EH�FRPSDUDEOH�DQG�WR XQGHUVWDQG�ZKDW�WKH�OHYHO�RI�
HYLGHQFH�LV�UHJDUGOHVV�RI�LWV�VRXUFH�� <RX�FRXOG�JR�EDFN�DQG�WU\ WR�VD\�RK��RND\��WKLV�RQH�
FDWHJRU\�VKRXOG�EH�WUHDWHG�GLIIHUHQWO\�WKDQ�DQRWKHU��EXW�WKH�$JHQF\�LV�QRW�GRLQJ�WKDW�´��

7KHVH�VWDWHPHQWV�VXJJHVW�)'$¶V�UHOLDQFH�RQ�WKH�052&�VWXG\�WR�VXSSRUW�LWV�
FODVVLILFDWLRQ�RI�KXPDQ�$'0�DOORJUDIWV�DV�PHGLFDO�GHYLFHV���)XUWKHU��WKH�3DQHO�GLVFXVVLRQ�
VWURQJO\�VXJJHVWV�WKDW�)'$�PD\�KDYH�FRQIODWHG�GLIIHUHQW�W\SHV�RI�PHVKHV DQG�KXPDQ�
$'0 DOORJUDIWV��HYHQ�WKRXJK�WKH�IRUPHU�DUH�QRW�GHULYHG�IURP�KXPDQV��DQG�UHOLHG�RQ�WKLV�
PL[HG�GDWD�VHW�WR�DGYRFDWH�D�PHGLFDO�GHYLFH�FODVVLILFDWLRQ�IRU�KXPDQ $'0�DOORJUDIWV�
7KLV�DSSURDFK�IDLOV�WR�FRPSRUW�ZLWK�)'$¶V�UHJXODWLRQ�GHILQLQJ�����+&7�3V���$V�GLVFXVVHG�
DERYH��)'$�PXVW�DVVHVV�WKH�UHJXODWRU\�VWDWXV�RI�KXPDQ�$'0�DOORJUDIWV�XQGHU�WKH�
DSSURSULDWH�+&7�3�IUDPHZRUN��ZKLFK�LV�D�GLIIHUHQW�UHJXODWRU\�IUDPHZRUN IURP�HLWKHU�
V\QWKHWLF�VXUJLFDO�PHVKHV�RU�[HQRJUDIW�EDVHG VXUJLFDO�PHVKHV� )RU�H[DPSOH��)'$�IDLOHG�
WR�VXSSO\�D�³KRPRORJRXV�XVH´�DQDO\VLV�ZLWK�UHVSHFW�WR�WKH�KXPDQ�$'0�DOORJUDIWV��EXW�
VLPSO\�DVVHUWHG�DV�D�FRQFOXVLRQ�WKDW�XVH�LQ�EUHDVW�UHFRQVWUXFWLRQ�ZRXOG�EH�
QRQ�KRPRORJRXV�

)LQDOO\��&'5+¶V�UHOLDQFH�RQ�WKH�052&�VWXG\�LV�WURXEOLQJ�QRW�RQO\�EHFDXVH�WKH�
VWXG\�FDQQRW�DFFRXQW�IRU�RXWFRPHV�VSHFLILF�WR�KXPDQ�$'0V �EHFDXVH�WKLV�HQG�SRLQW�ZDV�
QRW�SUH�VSHFLILHG�QRU�VWDWLVWLFDOO\�SRZHUHG���EXW�EHFDXVH�&'5+�DSSHDUV�WR�KDYH�
RYHUORRNHG�WKH�ODUJH�YROXPH�RI�SXEOLFO\�DYDLODEOH�GDWD�DQG�OLWHUDWXUH�GHPRQVWUDWLQJ�WKDW�
KXPDQ�$'0�DOORJUDIWV�FDQ�EH�XVHG�VDIHO\�DQG�UHOLDEO\�LQ�EUHDVW�UHFRQVWUXFWLRQV���

&'5+¶V�UHOLDQFH�RQ�IDFWRUV�RXWVLGH�RI�WKH�+&7�3�IUDPHZRUN��LQFOXGLQJ�WKH�052&�VWXG\��
IRU�LWV�FODVVLILFDWLRQ�GHFLVLRQ�LV�D�KDOOPDUN�RI�GHFLVLRQ�PDNLQJ WKDW�WKH�FRXUWV�KDYH�GHHPHG�
DUELWUDU\�DQG�FDSULFLRXV���6HH 0RWRU�9HKLFOH�0IUV��$VV
Q�RI�8�6��Y��6WDWH�)DUP�0XW��$XWR��

�� ,G� DW����������HPSKDVLV�DGGHG��
�� 6HH 3ULPHU��8VH�RI�+XPDQ�$FHOOXODU�'HUPDO�0DWULFHV��$'0V��LQ�%UHDVW�5HFRQVWUXFWLRQ��$'0�

3ULPHU���DW������DWWDFKHG�WR�/HWWHU�IURP�'LDQD�%XFN�DQG�'DYLG�0��6PLWK��0�'���$$7%��WR�
&'5+�DQG�&%(5��GDWHG�1RY�����������$WWDFKPHQW�7����$UWLFOHV�UHIHUHQFHG�LQ�IRRWQRWHV�
���WR����RI�WKH�$'0�3ULPHU�DUH�LQFOXGHG�LQ�$WWDFKPHQW�8��
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,QV��&R�������8�6�����������������DJHQF\�DFWLRQ�LV�DUELWUDU\�DQG�FDSULFLRXV�DQG�PXVW�EH�VHW�
DVLGH�³LI�WKH�DJHQF\�KDV�UHOLHG�RQ�IDFWRUV�ZKLFK�&RQJUHVV�KDV�QRW�LQWHQGHG�LW�WR�FRQVLGHU´���
'HIHQGHUV�RI�:LOGOLIH�Y��%DEELWW������)��6XSS������������'�'�&���������DJHQF\¶V�GHFLVLRQ�
ZDV�DUELWUDU\�DQG�FDSULFLRXV�EHFDXVH��DPRQJ�RWKHU�WKLQJV��LW�ZDV�EDVHG�RQ�IDXOW\�IDFWXDO�
SUHPLVHV��FRQWDLQHG�IDFWXDO�HUURUV��DQG�PDGH�XQVXSSRUWHG�VWDWHPHQWV�WKDW�ZHUH�
FRQWUDGLFWHG�E\�HYLGHQFH��

9� 7+(�5(48(67('�$&7,216�$5(�1(&(66$5<

+XPDQ�$'0�DOORJUDIWV�ODEHOHG�IRU�XVH�WR�UHSDLU��UHLQIRUFH��UHSODFH��UHFRQVWUXFW� RU�
VXSSOHPHQW LQWHJXPHQWDO�WLVVXH DQG�SURPRWHG�IRU�XVH�LQ�SRVW�PDVWHFWRP\�EUHDVW�
UHFRQVWUXFWLRQ�VKRXOG�EH�FODVVLILHG�DV�����+&7�3V���5HFRJQL]LQJ�WKDW &%(5�LV�SULPDULO\�
UHVSRQVLEOH�IRU�DVVHVVLQJ�+&7�3�UHJXODWRU\�VWDWXV�XQGHU�3DUW�������WKH�$$7%�SUHYLRXVO\�
UHTXHVWHG�LQSXW IURP &%(5�DQG�&'5+�MRLQWO\ DV�WR�ZK\�KXPDQ�$'0V�LQWHQGHG�IRU�XVH�
LQ�EUHDVW�UHFRQVWUXFWLRQ�DUH�WR�EH�FRQVLGHUHG�QRQKRPRORJRXV�DQG�FODVVLILHG�DV�PHGLFDO�
GHYLFHV��� EXW�WKH�$JHQF\�KDV�GHFOLQHG WR�SXEOLFO\�FODULI\�WKH EDVLV�IRU�LWV SRVLWLRQ�RU�WR�
KROG�D�SXEOLF�PHHWLQJ DOORZLQJ�WLVVXH�EDQNV�DQG�RWKHU VWDNHKROGHUV�WR�IXUWKHU�GLVFXVV�WKH�
XVH�RI�KXPDQ�$'0�DOORJUDIWV�LQ�EUHDVW�UHFRQVWUXFWLRQ�VXUJHULHV��� 1RQHWKHOHVV��&'5+�
DSSHDUV�WR�KDYH�PRYHG�DKHDG�ZLWK�LWV�SRVLWLRQ�WKDW�WKHVH�SURGXFWV�DUH�&ODVV�,,,�PHGLFDO�
GHYLFHV�UHTXLULQJ�D�30$�DSSURYDO� HYHQ�DV�LW�FRQVSLFXRXVO\�KDV�GHFOLQHG�WR�H[SODLQ�
KRZ�WKLV�SRVLWLRQ�FRPSOLHV�ZLWK�WKH�����+&7�3�HOLJLELOLW\�FULWHULD�LQ����&�)�5��

�� 6HH��H�J� &RPPHQW�IURP�$PHULFDQ�$VVRFLDWLRQ�RI�7LVVXH�%DQNV�DQG�$$7%�7LVVXH�3ROLF\�
*URXS��'RFNHW�)'$������1������������$SU�������������DYDLODEOH�DW
KWWSV���ZZZ�UHJXODWLRQV�JRY�GRFXPHQW"' )'$������1�������������

�� 6HH /HWWHU�IURP�-��6KXUHQ��0�'���-�'��DQG�3��0DUNV��0�'���3K�'���WR�'��%XFN��0�(G���0%$��
&7%6�DQG�'��0��6PLWK��0�'���'HF������������$WWDFKPHQW�9����7KLV�OHWWHU�DOVR�UHIHUV�WR�
$'0�DV�D�W\SH�RI�³PHVK�´�DJDLQ�FRQIODWLQJ�+&7�3�$'0V�ZLWK�PHVKHV GHULYHG�IURP�QRQ�
KXPDQ�VRXUFHV��DQG�DVVXPHV�IURP�WKH�VWDUW�WKDW�KXPDQ�$'0�DOORJUDIWV�DUH�PHGLFDO�
GHYLFHV�E\�UHIHUHQFLQJ�WKH�4�6XEPLVVLRQ�3URJUDP��ZKLFK�LV�RQO\�IRU�PHGLFDO�GHYLFHV�DQG�
DGPLQLVWHUHG�E\�&'5+���0RUHRYHU��)'$¶V�FODVVLILFDWLRQ�DSSHDUV�SUHGLFDWHG�RQ�D�GHVLUH�
IRU�PRUH�GDWD�RI�D�VSHFLILF�W\SH��KRZHYHU��WKLV�LV�QRW�D�IDFWRU�ZLWKLQ�WKH�+&7�3�
IUDPHZRUN���7R�WKH�H[WHQW�WKDW�)'$�UHTXLUHV�PRUH�GDWD��WKH�$$7%�KDV�FLWHG�QXPHURXV�
OLWHUDWXUH�UHIHUHQFHV�WR�)'$��VHH $'0�3ULPHU��DQG�QRWKLQJ�IRUHFORVHV�)'$�IURP�LQYLWLQJ�
LQGXVWU\�WR�SURYLGH�WKRVH�GDWD�LQ�D�PHHWLQJ�RU�ZRUNVKRS���'XULQJ�WKH�0DUFK�SDQHO�
PHHWLQJ��WKH�)'$�RSWHG�QRW�WR�LQYLWH�LQGXVWU\�WR�SURYLGH�SHUVSHFWLYH�RQ�WKLV�WRSLF� %XW
)'$�FDQQRW�LJQRUH�WKH�H[LVWLQJ�+&7�3�IUDPHZRUN�
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� ��������D� RU��VSHFLILFDOO\��ZK\�XVH�RI�KXPDQ�$'0�DOORJUDIWV�LQ�SRVW�PDVWHFWRP\�
EUHDVW�UHFRQVWUXFWLRQ�LV�QRQ�KRPRORJRXV�

,QGLYLGXDO�FRPSDQLHV�KDYH�DQ�RSWLRQ�WR�VHHN�D�FRQILGHQWLDO�5HTXHVW�IRU�'HVLJQDWLRQ�
�5)'��IURP�)'$�UHJDUGLQJ�WKH�FODVVLILFDWLRQ�RI�WKHLU�SDUWLFXODU�KXPDQ�$'0�DOORJUDIW���
7KLV�DSSURDFK�LV�OLNHO\�WR�UHVXOW�LQ�LQFRQVLVWHQF\�DQG�H[SHQVH��ZLWK�OLWWOH�FODULW\�RIIHUHG�
DFURVV�WKH�ERDUG�WR�SK\VLFLDQV��SDWLHQWV��RU�LQGXVWU\���+XPDQ�$'0�DOORJUDIWV�IRU�EUHDVW�
UHFRQVWUXFWLRQ�PHHW�WKH�����+&7�3�FULWHULD�VR�WKHUH�LV�OLWWOH�EHQHILW�WR�FDVH�E\�FDVH�
GHFLVLRQV�RYHU�D�FODVV�ZLGH�DSSURDFK�WR�XSGDWLQJ�WKH������*XLGDQFH�WR LQFOXGH KXPDQ�
$'0�DOORJUDIWV�IRU�XVH�LQ�SRVW�PDVWHFWRP\�EUHDVW�UHFRQVWUXFWLRQ DV�DQ�H[DPSOH�RI
KRPRORJRXV�XVH�

$FFRUGLQJO\��ZH�DVN�WKDW�)'$�WDNH�WKH�DFWLRQV�UHTXHVWHG�LQ�WKH�3HWLWLRQ���,W�LV�
FULWLFDO�WKDW�)'$�SURPSWO\�FRQILUP�WKH�����+&7�3�UHJXODWRU\�VWDWXV�RI KXPDQ�$'0�
DOORJUDIWV�WR�HQVXUH�WKDW�ZRPHQ�ZLWK�EUHDVW�FDQFHU�KDYH�FRQWLQXHG�DFFHVV�WR�WKHVH�
DOORJUDIWV���

(19,5210(17$/�,03$&7

7KH�DFWLRQV�UHTXHVWHG�LQ�WKLV�SHWLWLRQ�DUH�VXEMHFW�WR�FDWHJRULFDO�H[FOXVLRQV�XQGHU�
�� &�)�5�����������K��DQG�����������

(&2120,&�,03$&7

8SRQ�UHTXHVW�E\�WKH�&RPPLVVLRQHU� 3HWLWLRQHU�ZLOO�VXEPLW�HFRQRPLF�LPSDFW�
LQIRUPDWLRQ�XQGHU����&�)�5� ��������E����

&(57,),&$7,21

7KH�XQGHUVLJQHG�FHUWLILHV�WKDW��WR�WKH�EHVW�NQRZOHGJH�DQG�EHOLHI�RI�WKH�XQGHUVLJQHG��
WKLV�3HWLWLRQ�LQFOXGHV DOO�LQIRUPDWLRQ�DQG�YLHZV�RQ�ZKLFK�WKH�3HWLWLRQ�UHOLHV��DQG�WKDW�LW�
LQFOXGHV�UHSUHVHQWDWLYH�GDWD�DQG LQIRUPDWLRQ�NQRZQ�WR�WKH�3HWLWLRQHU�ZKLFK�DUH�
XQIDYRUDEOH�WR�WKH�3HWLWLRQ�
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5HVSHFWIXOO\�VXEPLWWHG�

'LDQD�%XFN��0�(G���0%$��&7%6
&KDLU��$PHULFDQ�$VVRFLDWLRQ�RI�7LVVXH�%DQNV
%RDUG�RI�*RYHUQRUV

$WWDFKPHQWV


