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7KLV UHSRUW LV DQ RXWSXW IURP WKH :DWHU 1HW E
IXQGHG E\ WKH WKLUG 21ZDW -QQRYDWLRQ )XQG :DWHU
%UHDNWKURXJK &KDOOHQJH 6FDQ WKLV 45 FRGH IRU DQ RQOLQH YHUVLR
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)LQG WKH SDUWV LQ WKH GRFXPHQW PRVW UHOHYDQW WR \RXU VLWXDWLRQ

$5( <28 $
/22.4*)25 6(/1/(5 Y8 <(5 %62 . (5
s txLEn vxeroul RI zkow RN L
FRYHUV
so Lowurexrwire wr w <L L
VFKHPH

KDW DJUHHPHQWYV FRXOG EH VHW XS"

:KDW NLQGV RI OHJDO HQVIETEIE LEOH
IRU D VHOOHU"

)XUWKHU GHWDLO RQ VSHH 'E WR S
FODXVHV

:KDW NLQGV RI ULVNV DUHEITETIE QG *R WR S
KRZ WKH\ FDQ EH GHDOW |

)DUP WHQDQWV DQG PRU *R WR S

2ZQHUVKLS RI :1* DVVHWV *R WR S

:KDW DUH WKH WD[ LPSOL TR KLV

VFKHPH IRU VHOOHUV"

:KDW SHUPLVVLRQV GR \R TR *R WR S
DZDUH RI"
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SURYLGHV JXLGDQFH RQ WKH WD[ DQG OHJDO LPSOLFDWLRQV RI WKH :DWHU 1HW *D
UHIHUHXREZHYHU DV HYHU\ FDVH ZLOO EH GLIITHUHQW EHVSRNH DFFRXQWDQF\ OHJD
VRXJKW EHIRUH DQ\ LPSOHPHQWDWLRQ



D $7(51(7*$41

~ - ~
00! EAO 3EX X «C
':DWHU 1HW *DLQ :1* LV D VFKHPH WKDW ZIZ®&B U PRLEH RWXOWIPSOHFDWLRQV ZKHQ WKHU
VWDNHKROGHUV WR ZRUN WRJHWKHU DQGHAKD QLB 0URPHDDWLKF XAMEXWDO ODQG XVH WR R\
YDULRXV QDWLRQDO DQG ORFDO UHJXODW RUKHI QIRFYHHORNANK/I @ R WXHIIR PP UNHWY WD[ LPSC
VWDNHKROGHUV SDUWLFLSDWLQJ LQ :1* ZLOWYQHEHBGWRQFIR GRNVGHEN FDVH EDVLY DQG PD\
SRWHQWLDO OHJDO WD[ DQG SHUPLVVLRQWXURSKHUF DWUIRQWKDQJHY DUH OLNHO\ LQ QRY
PDUNHWYVY VXFK DV :1* VHHNV WR GHYHORS
7KLV UHSRUW RXWOLQHV ZKDW DUUDQJHPHQWY PLJKW IRUP SDUW RI
WKH :1* SRQG LQVWDOODWLRQ DV ZHOO DV$RWHYDWILIRYD XRQ G\HKH : YVFKBI®E XQGHU VHYHUDO
DQG KRZ WKH\ PLJKW EH DFFHSWHG E\ WKHDYDIQRQYY L\QN DNHIKRDGHRWYYV 7KHUHIRUH WKHF
BHOOHUV ZLOO EH UHTXLUHG WR FRQVLGH D EWKWUDFOH RO CHEW QWL @R G MMKRKDUJH OLFHQ
SRWHQWLDO WR VHW XS D VHSDUDWH OHJDSHHBRMIW R QM WK HWHQQ @LW IRGWKDHIULOFRQVHQW V
RU LQ FRRSHUDWLRQ ZLWK RWKHU VHOOH UAL O/ KEUHKS 1§ @ FSR W/ GIWOLFDRD WRULRQ DV ZHOO DV
SK\WLFDO RSHUDWLRQDO PDUNHW UHSXWDDFKRQAD S RPQE \B\RWHPL ADPGULW NV WKHUHIR Ut
IRU WKH VFKHPH 7KH PDJQLWXGH RI WKHVW KH \BRW B Q & LCDLM® ERQMH\QMY DQG WKHQ VHHN
WKHP DUH VFUXWLQLVHG KHUH DV WKH ILUMYWKRHEWLRIWLWLIDWH WKHVH
ULVNV DQG WR XQGHUVWDQG ZKLFK OLDELOLWLHY VWDNHKROGHUV ZRXOG
DFFHSW WR WDNH RQ 2ZQHUVKLS RI ODQG 7IX®IGUHY HIDAVAHKWIVQ DWK ZVW @B SRUW ZLOO JXLGH
DV FRQWURO DQG UHVSRQVLELOLWLHV IR UGHRKH\DHR DN G W V DIHH & KHR UBFHHV XOWYV ZLOO KHO
FOHDU WR DYRLG GLVSXWHV &RRUGLQDWLRIQLESWEZFHMHYQLEREYGRKHIHYNIQLQJI XS WR :1* +1
DQG WHQDQWY ZLOO EH UHTXLUHG IRU :1* GRHD QURW HRWYQV RIQVXIMHGOHIDO WD[ RU SHUP
ZLWK WHQDQF\ DJUHHPHQWYVY LQ SODFH :KIH)SHWMQ BCGRAFHUWKR S0 @O ZD\V EH VRXJKW E
VWD\ ZLWK WKH VHOOHU RU LQ FDVH RI W HGDRUN PIDMK QUKGIHFH @ ORIQW UHJDUGLQJ :1*
FXUUHQW ODQGORUG DQ\ WHFKQRORJLFDO DVVHWVY DUH SURSRVHG WR
EHORQJ WR WKH EURNHU
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:DWHU 1HW *DLQ LV H[SORULQJ QHZ zZD\V LQ ZKLFK ZH FDQ

VXSSRUW IDUPHUV WR EROVWHU GURXJKW DIIHFWHG ZDWHU VXSSOLHV
DQG HDVH DVVRFLDWHG ULYHU KHDOWK SUHVVXUHY 7KH DLP LV WR
FUHDWH D FDWFKPHQW VFKHPH ZKHUH IDUPHUVY DUH SDLG WR VWRUH
ZDWHU RQ WKHLU ODQG LQ SRQGV DQG ODNHV ZKLFK FDQ DFW DV ZDWHU
EDWWHULHV 7KLV VFKHPH FRXOG LPSURYH IDUPV UHVLOLHQFH DV ZHOO
DV EHQHILW WKH ZLGHU VRFLHW\ DQG ULYHUV

BHOOHUV IDUPHUV DQG ODQGRZQHUV DQG EX\HUV VXFK DV ZDWHU
FRPSDQLHV QHHG WR FRQVLGHU FRQWUDFWYVY WD[ LPSOLFDWLRQV DQG
UHJXODWRU\ DVSHFWV EHIRUH MRLQLQJ WKH VFKHPH 7KLV UHSRUW
H[SORUHV OHJDO LPSOLFDWLRQV RI YDULRXV DJUHHPHQW RSWLRQV WD]
LPSOLFDWLRQV IRU ODQGRZQHUV GXH WR WKH LQVWDOODWLRQ RI SRQG
VIVWHPV RQ WKHLU ODQG DQG SHUPLVVLRQV WKDW PLJKW QHHG WR EH
VRXJKW EHIRUH SRQG LQVWDOODWLRQ 7KHVH DVSHFWV PD\ FKDQJH

RQ DQ LQGLYLGXDO EDVLV GXH WR LQGLYLGXDO FLUFXPVWDQFHV DQG
WKLV UHSRUW FDQ RQO\ EH D JXLGH WR XQGHUVWDQG SRWHQWLDO
LPSOLFDWLRQV /HJDO DGYLFH VKRXOG DOZD\V EH VRXJKW EHIRUH
HQWHULQJ LQWR DQ\ DJUHHPHQWYV XQGHU :1*
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$UH LQWHJUDWHG LQWR WKH IDUP ZDWHIJ L Q IWDY W H XUFRMOHIHY HH6RW R HQYLURQPHQW WR V
SURYLGH UHVLOLHQFH WR WKH IDUP V ZI)WHU VXSSO\

I 6XSSO\ SRQGY DUH ORFDWHG VWUDWHJILF
WR VXSSRUW HQYLURQT
ZDWHU PDQDJHPHQ\
:DWHU LV UHOHDYV
IURP WKHVH SRQG
WR DXJPHQW

'HPDQG SRQGV DUH ORFDWHAG
FORVH WR WKH SRLQ | |
VXFK DV WKH IDUP\ I
WR SURYLGH UHDGLO\
DFFHVVLEOH ZDWHU IR I
IDUP RSHUDWLRQV I
7KH\ FDQ LQFRUSRUDWH ZDWHUFRXUVHV D¢
UDLQZDWHU KDUYHVWLQJ DQG DUH I GRZQVWUHDP
GHVLJQHG WR UHGXFH GHSHQGHQFH RQ RWKHU DEVWUDFWLRQV GXULQJ S
ZDWHU VRXUFHV ZLWKLQ WKH IDUP EXVLFHVV ORZ VXPPHU ULYHU IORZV 8QOLNH GHPDQ
GRHV QRW XVH WKLV ZDWHU GLUHFWO\
I FRQWUROOHG UHPRWHO\ WR RSWLPLVFE
I
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7KH IDUPHU PD\ DOVR EH WKH ODQGRZQHU RU
WKH\ PD\ EH D WHQDQW IDUPHU WKLV LV
UHOHYDQW IRU WKH PDLQWHQDQFH SD\PHQWYV
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FRP P XQIFDARC VHBU  EX\H

8 2°8



D $7(51(7*$41

SURFXUHPHQW FRQWUDFWYV ZLWK WKHVH DSSL
nOJ n EH VHFXUHG E\ WKH EX\HU HDUO\ RQ ZKLFK P

>§( " I’]X AX 7 3 DGPLQLVWUDWLRQ DQG SURFXUHPHQW SURFH

< ~167$/0(17 3$<0(17 $*5((0(17
3
J«00x 0z A $Q LQVWDOPHQW SD\PHQW DJUHHPHQW LV D O

$*5((0 (17672 (/-9(57+(321' 6<67(0 467$//$721  RXWOLQHV WKH WHUPV RI SD\PHQW EHWZHHQ
GHWDLO WKH SD\PHQW VWUXFWXUH WLPHOLQ
D.SRQOG VIVWHP

FRQGLWLRQV XQGHU ZKLFK SD\PHQWV PXVW E
FRQWUDFW ZRXOG DOORZ IRU SD\PHQWV WR E
&21'-7-21%/ *5$17 $*5(0(17 PRUH PDQDJHDEOH LQVWDOPHQWYV

7TKHUH DUH VHYHUDO RSWLRQV DV WR KRZ
LOQVWDOODWLRQ FRXOG EH VHFXUHG

YRU WKLV DJUHHPHQW WKH VHOOHU ZRXOG ILUVW LQVWDOO WKH SRQG

VIVWHP DQG FRYHU DOO FRVWV XSIURQW BRHPDIURBAPHQW VEWY(RKW

FHUWDLQ FRQGLWLRQV WKDW KDYH WR EH PKIHIWX DIR R\WQ S\DIKHQWVEKRXOG PHDQ WKDW WK
KDYH EHHQ PHW ZLOO WKH PRQH\ EH SDLGVEDRONM U7 WMIKHD XOHHBPRXQW EHIRUH WKH SRQG
LV FRPPRQSODFH LQ 8SVWUHDP 7KLQNLQJ SURMHFWY HVSHFLDOO\ IRU

LQIUDVWUXFWXUH SURMHFWYV
$ GHVFULSWLRQ DV ZHOO DV DGYDQWDJHV DQ

82175$8&7 '(/-9(5< $*5((0(17 VWDNHKROGHU DUH VKRZQ LQ 7DEOH  7KH DJ
7KLV ZRXOG EH D FRQWUDFW EHWZHHQ WK ¥ K SERE WKW X \HXBG BYHY WKH IXO0O0 FR

VHSDUDWH FRQWUDFWRU ZKHUHE\ WkH oDWWHT BRI URrR ERQ FRYYY 7KH 2LoOLQJQ

HQYLURQPHQWDO LQWHUYHD@EROWHRHw@ WD 58s /RY WKH FDSLWDO LQVWDOODWLRQ FR

DJUHHV IRU WKHVH LOWHUYHQWLRQV WR EUTSEYPYE 3P WW iR WS- PO & QR QNHEW WIR K& F +
7KHUH PLJKW EH DQ DSSURYHG FROWUDFWRY* A'\VvwW DQG WKH VHOOHU
FRXOG VHOHEW D WUXVWHG FRQWUDFWRU

*UHHQ )LOQDQFH -QVWLWXWH )DUPLQJ 7RRONLW IRU $VVHVVLQJ 1DWXUH ODUNHW 2SSRUWXQLWLHY 2QOLQ
-XUR 3D\PHQW $JUHHPHQW 7HPSODWH 2QOLQH DYDLODEOH DW KWWSV MXUR FRP FRQWUDFW WHPSODWt}
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7TDEOH

SRWHOwWLDO DJUHHPHQW W\SHV WR GHOLYHU WKH SRQG V\VWHP LOQVWDOODWLR

&RQGIMRQDO* LDQW

$JUHHP HOW

&ROWDFW HQYHU
$JUHHP HOW

-QWD® HQWBD\ P HQW
$JUHHP HOW

8 SILRQWD\ P HQW
$JUHHP HQW

:KDW ZRX
LW PHDQ
WKH EX\H

/LNHOLK
EX\HU V
ZLOOLQJ
WR DFFH

7KH EX\HU ZRXOG QR
LOQYROYHG LQ SURFX
ZRXOG RQO\ KDYH WH
WKH SRQG V\VWHP L(
KDV EHHQ FRPSOHWH

7KH EX\HU ZRXOG EH
IRU SURFXULQJ DQG S
FRQWUDFWRU 7KLV Z
WKDW WKH FRQWUDFW
WR FRPSO\ ZLWK WKH
SURFXUHPHQW FRGH

/JHVV ULVN WKDQ DQ XSIURQ
+RZHYHU WKHUH LV VWLOO
WKDW WKH VEKHPH LV QRW
UHVXOWLQJ LQ PRQH\ ORVW
WR WKH EX\HU 7KLV ULVN F
E\ WKH EX\HU KDYLQJ VWHS
ULJKW WR FODZ EDFN SD\PH
DOUHDG\ EHHQ PDGH 7KLV
WR WKH VHOOHU EHLQJ VRO
7KH EX\HU ZRXOG QRW EH U
WKH FRQVWUXFWLRQ EXW V
KLJKHU IDUPHU XSWDNH LQ
&RQGLWLRQDO *UDQW $JUHH
ILQDQFLDO EXUGHQ XSIURQ
EHQHILFLDO IRU WKH EX\HU
WKDW WKHUH ZRXOG RQO\ E
EHQHILW WR WKH EX\HU ZLW
XSWDNH RI :1*

5LVN WR WKH EX\HU WK
SDLG EXW WKH VHOOHU
WKH SRQG V\VWHP LQVW
WKH XSIURQW WUDQVDF
KLJKHU WKDQ WKH FRVW
LQVWDOODWLRQ LI WKH
HVWLPDWHG WRR KLJK

7KHVH ULVNV FRXOG EH
WKH EX\HU KDYLQJ VWH
WKH ULJKW WR FODZ ED
ZKLFK KDG DOUHDG\ EHH
ZRXOG EH VXEMHFW WR
VROYHQW

~W LV XQOLNHO\ WKDW

DJUHH WR WKLV W\SH RI
+RZHYHU WKHUH FRXOG
XSIURQW SD\PHQW DV R
SUHYLRXV FROXPQ




D $7(51(7*$41

&RQGIMRQDC* LDQWS JUHHP HQW

&ROWDFW HQYHU $JUWHHP HQW

“QWD® HQABD\ P HQWS JUHHP HQW

8 SILROWBD\ P HOWS JUHHP HOW

:KDW ZRX
LW PHDQ
WKH VHO

/ILNHOLK
VHOOHU
ZLOOLQJ
WR DFFH

:KDW ZRX
LW PHDQ
WKH EUR

7KH VHOOHU ZRXOG K
DOO FRVWYV XSIURQW
EH D OLPLWDWLRQ IR
GR QRW KDYH WKDW
FDSLWDO DYDLODEOH

7KH EURNHU ZRXOG H
DOO WKH FRQGLWLRQ
DJUHHPHQW ZHUH PH
ZRXOG WKHQ DUUDQJ
SD\PHQW WR WKH VH

7KH VHOOHU ZRXOG Q
FRQWURO RYHU FKRR
FRQWUDFWRUYV

7TKHY ZRXOG QRW KDY}
DQ\ XSIURQW FRVWYV

7KH EURNHU PLJKW Q
LOQWHUPHGLDU\ IRU FH
EHWZHHQ EX\HU DQG
VHEXUH ODQG DFFHVV
RWKHU UHTXHVWYV IUR

7KLY DJUHHPHQW ZRXOG PH
VHOOHU ZRXOG QRW KDYH W
FRVWY DW RQFH ZKLFK ZRX
PDLQWDLQLQJ FDVK IORZ 7
VWLOO EH UHVSRQVLEOH IR
FRQVWUXFWLRQ ZKLFK LV X
SUHIHUUHG E\ VHOOHUYV DV
FROQWURO RI WKH LQVWDOOI

7KH EURNHU ZRXOG HQVXUH
FRQGLWLRQV LQ WKH DJUHH
DQG ZRXOG DUUDQJH WKH S
LQVWDOPHQWY WR WKH VHO

7KLY DJUHHPHQW ZRXO(
WKH VHOOHU ZRXOG QR
WKH LQVWDOPHQW EXW
FRQWURO RI WKH LQVWI

1R VSHFLILF UHTXLUHPH
LQYROYHPHQW

)X UWKHU
QRWHYV

7KLV PLJKW ZRUN IRU
SRQG LQVWDOODWLR
EH DEOH WR FRYHU D
PRQLWRULQJ DVVHW\
H[SHUWLVH DQG UHV
WKHVH DVVHWV ZRXO
WKH VHOOHU EXW ZzU

~W LV QRW DQWLFLSDWHG W
ORQJ WLPH WR LQVWDOO WH
7KHUHIRUH WKH LQVWDOPH (
WZR SD\PHQWV WKH ILUVW
SD\PHQW DQG WKH VHFRQG
LQVWDOODWLRQ LV FRPSOH
7KHUH ZRXOG EH LQFUHDVH
FRVWV IRU WKH EX\HU DQG
PXOWLSOH SD\PHQW VLJQ R
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&29(1%$17 $*5((0(17 7KH DJUHHPHQW PD\ DOVR LQFOXGH WKH GXUI

$ FRYHQDQW ZLOO OLNHO\ EH VHW XS EHWZBNEAPLWE R\ Y HPNOFHRX B gWKH SDIPHQW S
EURNHU ZKLFK LV DWWDFKHG WR WKH 0D RPHE YRU G AMERM P H
7KH ODQG zLOO EH OHJDOON SURWHFWHG 1RBY WK RNMEISHS SVELRLREY bun FroVLGH!
VFKHPH IRU WKH GXUDWLRQ RI WKH DJUHHRHQW DY VW RXW LQ WKH
FRQWUDFW 7KLV PHDQV WKDW WKH DIUHHREHOW, RRXQA FRQ QK MY PR 6 xuLos wiH vs
LI WKH ODQG LV VROG WBPE QHY RRR®GIG EH 6|_IEFI-vaﬁ9V DWWUDFWLYH WR EX\HUV LI WKH O

DJUHHPHQWV RU FRQVHUYDWLRQ FRQYHQDQ/V\(/\\/KHUHlRUH D ULVN WKDW WKH ODQG YD«

GHSHQGL WKH REOLJIDWLRQV RU UHVW
7KH XVH RI FRQVHUYDWLRQ FRYHQDQWY PD) ERAH bQV}ﬁxég EH B NHKROGHUY WR FROV
ZKLFK FDVH WKH EURNHU ZRX0OG QHHG WR EHVW,:_I%U\QV&H% CSEH[EJVD B RUWIDIH VHH VHEWLR
UHVSRQVLEOS ERGWHUYDWLRQ FRYHQDQW DJIUHHPHOW PV, o\
EH HI[HFXWHG DV D GHHG ZKLFK PHDQV LW PX?/R’\QEH ER SHERYWE DV FLDWHG ZLWK UHJLV
PXVW EH FOHDU WKDW LW LV LQWHQGHG E\ DOO SHUWLHY DV D GHHE PQ8yx o6 onne wR
EH YDOLGO\ H[HFXWHG DV D GHHG $ SHUVRQDRO FRYHODOW FR %&/ EH
XW R

FRPSOHWHG E\ D VLIQDWXUH EXW WKLV ZRX0QG QRW, D' RV 2R bwHG FRVW RI WKH
ELQG IXWXUH RZQHUV WR WKH DJUHHPHQW U WKH GXUDWLRQ RI WKH DJU

i

B

VROLFLWRU IR
H

\ FKDQJ V WR WK
7KH FRYHQDQW DJUHHPHQW GHVFULEHYV ZKDV\A§\< I—b 8%&/ FI'Z)VF%J_D
\Aﬁf

WKH ODQG DQG FDQ LQFOXGH UHVWULFWLYH 558&%?8}%%
REOLJDWLRQVY DQG WKLQJV RWKHU SDUWLH.V 3!:%% é? QY 5|5|
VW

H FRYHQDQW DQG /DQG
QOJISFFE XVLQHVV SDUW
VMV% OLQJ RI ODQG

W BB \ 5%¥ R cHOD\ DSsoOLF

o RN ' beeLwLroDO FRVW
V DQG

DJUHHPHQW FDQ DOVR LQFOXGH ILQDQFLDO REQLIDWLRQ
VXUH PRQH\ LV DYDLODEOH WR FRYHU PDLQWHQDQFH FR

PRQLWRULQJ REOLJDWLRQV

'"HSDUWPHQW IRU (QYLURQPHQW )RRG DQG 5XUDO $IIDLUV *HWWLQJ DQG XVLQJ KXWRGVH UXZPWIRYD XE\R ¥ X IODIDWF i$ J.
FROVHUYDWLRQ FRYHQDQW DJUHHPHQW
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7KH DGPLQLVWUDWLYH EXUGHQ RI VHWW$'GJ(RELD® G2G

HR
FRYHQDQW GXULQJ WKH DJUHHPHQW OHQJWK PLIKW GHWHU VRRH
KHUH DUH VHYHUDO RSWLRQV DV WR KRZ D V
ODQGRZQHUV -QFOXGLQJ DQ\ WUDQVIHUV GHDVHV PRUWIDIHV R
GXULQJ LWV RSHUD

v
JUDQWYV RI ULJKWV ZKLFK DIIHFW WKH ODQG ZLWKLQ WKH V
WKDW ZLOO QHHG ZULWWHQ FRQVHQW E\28//KR IRW & H8 (8 DILrwW
FRYHQDQW LQFUHDVLQJ WKH DGPLQLVWUDWLEWH FF b3 0HHPHOW IRU SXUFKDVLQJ FUHC
S5HTXLULQJ EDQNV WR JHW LQYROYHG DVyRQ RGGLYW kRO 0V RHIQPYRRY \WR EX\ FUHG LWV
FDQ SURORQJ WKH VHW XS RI DJUHHPHQWV VLJQLLLED QW

B &

Vv
O
DJ
WLR(?_ID SKDVH
FK
LH

QEV Rl WKH VDOH DUH DJUHH

RV\)I%H E%( I\-IU SD\V D GHSRVLW
EDFN WKH UHPDLQLQJ DPRXQW RI WKH FQEB‘&VLD(?J %/\PI%ﬁHF\pSW Lihﬁlﬁ-UQNDQWO\ WKH EX\HU
\%

W
GHSUHFLDWLRQ FDOFXODWLRQ GHWHUPLQLRWKIRPE RAFVVH RvER LU uLokw wr Ex\ R
UHSDLG LI WKH LQWHUYHQWLRQ SDLG E\ WKH VFKHPH LV QJHU

(

JRLQJ WR EH XVHG IRU LWV LQWHQGHG XVH"' 38 dH R+
DIJUHHPHQW XQGHU WKH FRYHQDQW LV WRR PXFK RI D E UGHg

X
7KLY BJUHHPHQW LY FRPPRQO\ XVHG E\ ZDWH!
IRUD VDOH RU WUDQVIHU RI RZQHUVKLS D EUHDN FODXVH %RXO& Q

IDUPHUV DW UHJXODU LQWHUYDOV IRU PDQDJI
DOORZ IRU UHPRYDO RI WKH FRYHQDQW
LPSURYH ZDWHU TXDOLW\ 7KH SD\PHQW ZRXO

DGMXVWHG IRU LQIODWLRQ YLD WKH FRQVXPH

+RZHYHU WKHUH LV DQ DGPLQLVWUDWLYH IHH DV ZHOO DV WKH VXP WR
EH SDLG EDFN DVVRFLDWHG ZLWK WKLV SURGHMM UR ¥ G HRO BV MiPd bv DG YDQWDIHV DO

GHOD\V

VWDNHKROGHU DUH VKRZQ LQ 7DEOH
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7TDEOH SRWHQWLDO DJUHHPHQW W\SHV WR GHOLYHU WKH RSHUDWLRQDO SKDVH RI D VF

2 SWRQ $ JUHHP HQW ) || HG 3D\ P HQW JUHHP HQW

: KDWZRX@ | 7KLVZ RX@ EH IQMUHWQI | RUWH EX\ HUDV WH EX\ HUFDQQRWSLHGIPAKRZ P XK | 7KLY DIWHHP HQWZ RX@ P HDQ D FBDUSD\ P HQWMKRMUH DQG WH UIKWIR
WP HDQIRU Z DMUWH Z RX@ LHTXILH Z KIFK 1V GHSHQGHQARQ FIP DWW DQG DQQXD HDWHU | VINH Z DWUDV LHTXILHG

WHEX\ HU YDUDARQV 7KHHRWH Z IMK DQ RSWRQ DIUHHP HQWWH Z RX@ QRWKDYH VR +RZ HYHU WHUH LV D UMNWDVWKH Z DWULY QRADYDIME® Z KHQ MY
FRP P VR D FHURIQ YROXP HRI Z DWUSXUFKDVHG DVWKH RXWHWRI WH VIFKHP H WHTXILHG DQG WH EX\ HUKDYLQ) SDIG WH VHBUP RUHWDQ Z KDWY EHQJ
DQGWH Z RX@ RQD KDYHWR SD WH RSWRQ | HH L WH VWDARQ R UHTXIUQJ GHYHHG

Z DIMUGRHY QRVWDRXD@ DUVH GXUQJ WH RSHIDWRQ Rl WH VFKHP H

[ NHIKRRGRI
EX\HWV

Z 1@ QHW
VR DFFHSW

:KDW ZR) 7KHVWH®BUZ RX@ HFHYH D VP DOXSIIRQASD, P HQWRUWH GHSRVW+ RZ HYHU 7KLY BIWHHP HOWZ RX@ P HDQ WDWAKHUH LY D VHEXUHG DQOXDAQARP H
LW PHDQ| WHHZRXGEHQR JXDWDQWMH | RUIXUKHUIQFRP HIWRP WH SRQGV LI WH EX\ HU +RZ HYHU IWZ RX@ QRWEH SRMEGI VR QHIRWDW SURHV EHIRIH Z DMU
WKH VHO| FKRWHQRWREX\ DQ Z DWU GHS®\ P HOWRUWR VZ WK VR D EX\ HUWDWRI | HY D ERMAUGHDO

7KH SD\ P HOWFRX@ EH SHUYRXXP HRUD 1] HG DIJUHHG ViXP

/JLNHOLKH
VHOOHU
ZLOOLQJ
WR DFFH

:KDW ZRXY 7KH EURNHU PLJKW HQFRXUDJH WKH VHOOHU WR L¢ 7KLV DJUHHPHQW ZRXOG PHDQ D VHFXUHG DQ
LW PHDQ| LQFRPH IRU WKH VHOOHU DV ZHOO DV DQ LQFRPH | EURNHU 7KH EURNHU ZRXOG ZRUN ZLWK D FR(
EURNHU"| EURNHU FRXOG ZRUN VLPLODU WR WKH SURFHVV IR VXIILFLHQW ZDWHU DYDLODEOH HYHQ LI VRPH
KRXVHEXLOGHUVY VHFXUH SRWHQWLDO GHYHORSPH| IXQFWLRQLQJ DV SODQQHG

SD\PHQW IURP WKH EX\HU IRU PDNLQJ WKH LQWURG(
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-Q DGGLWLRQ WR WKH DJUHHPHQWY GHVFULEHG WKH IROORZLQJ PD\
DOVR EH UHTXLUHG IRU WKH RSHUDWLRQ RI D VFKHPH

0$1$*(0(17 $*5((0(17

7KLV ZRXOG EH LQ OLQH ZLWK WKH FRYHQDQW DJUHHPHQW EXW
FKDQJHV FDQ EH PDGH WR KRZ WKH ODQG LV PDQDJHG ZLWKRXW
FKDQJLQJ WKH FRYHQDQW LWVHOI

%52.(5%*( $*5((0(17

$IJUHHPHQW EHWZHHQ EX\HU VHOOHU DQG EURNHU WR HQVXUH WKDW
WKH EURNHU FDQ SHUIRUP WKHLU UROH GXULQJ WKH RSHUDWLRQ RI WKH
VFKHPH 7KLV FRXOG LQFOXGH D IL[HG SD\PHQW WR WKH EURNHU RU D
SHUFHQWDJH LQFRPH EDVHG RQ ZDWHU WUDGLQJ WUDQVDFWLRQV DQG
VHWWLQJ RXW WKH EURNHU V UHVSRQVLELOLWLHY DQG OLDELOLW\ ORVW
OLNHO\ WKH EURNHU ZRXOG EH D VXEFRQWUDFWRU WR WKH EX\HU

(;&/86-9-7< $*5((0(17

%X\HUV ZDWHU FRPSDQLHV PLIJKW EH LQWHUHVWHG LQ DQ H[FOXVLYLW\
DJUHHPHQW WR HQVXUH FRQWLQXRXV VXSSO\ 2WKHUZLVH WKHUH
PLIJKW EH D ULVN WKDW WKH IDUPHU ZRXOG VHOO WKH ZDWHU DW D
EHWWHU SULFH WR DQRWKHU EX\HU 7KLV ZRXOG EH HVSHFLDOO\
LPSRUWDQW LI WKH ZDWHU FRPSDQ\ SDLG IRU VRPH RU DOO RI WKH
FDSLWDO FRVW RI SRQG LQVWDOODWLRQ 7KHUHIRUH DQ H[FOXVLYLW\
FODXVH PLIJKW EH LQFOXGHG LQ FDSLWDO DQG RSHUDWLRQDO
DIJUHHPHQWYV
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n0J nO0z AA¢ ..l 30nn0« $++5(*$7-21 02'(/6

2QH H[DPSOH IRU IDUPHUV WR IRUP D VHSDUD
7KHUH LV WKH SRVVLELOLW\ IRU WKH VHO O/HHY WIRDOHW *XI® DPHHSYDW R VWIR FO-H WIROHWKHU DQ
HOWLW\ WR ULQJIHQFH RSHUDWLRQV IURP WMRKRPXREWUY LQDWHEMNMVIWQHR®FSDQ\ &-& RU D VI
7TKHUH PD\ EH DGYDQWDJHV RI XVLQJ WKH H[LVWLQJ OHJDO HQWLW\ IRU
D VFKHPH OLNH :1* VXFK DV QRW KDYLQJ WRBRRWHW XISVYN BB S&SDWIDDEH OLW\ SHUVSHFWLYH LC
OHJDO HQWLW\ RU SRWHQWLDO EHQHILWYV RH SUXUHD WH VWQVOLUWMHAMD XBIITHU EHQHILWYV VXFK
+RZHYHU WKH VHOOHU PLJKW EH LQWHUHVeWRHGHW RHMHDIUW KMWH SWKRHMHFW RYHU LWV OLIH)
OLDELOLW\ IRU D VFKHPH IURP WKH ZLGHU |DRPHENOWLIQORHYW SERMHRMWIUDIWLRQ DQG ILQD
WKH ODWWHU DJDLQVW ILQDQFLDO ORVV RW RO GCLOW IFHR@ W KB R\W VD JIHVIKOWMD NHKROGH U\
GLITHUHQW SRWHQWLDO WD[ DGYDQWDJHV R U DBJLADGY DAXWBKHMORIVKLHOG WKHP IURP WK
GLITHUHQW HQWLWLHYV $ VHSDUDWH OHJDO HVHSIDMDMH KV WDODWR LBMMVHOI WDNHV RQ
UHTXLUHG LI ZRUNLQJ FROOHFWLYHO\ ZLWk BWBHUQID GRIHFUVLRQ PDNLQJ SRZHUV ZKHQ V

LV JRYHUQHG E\ D ERDUG RI GLUHFWRUYV

$ SRWHQWLDO VHSDUDWH OHJDO HQWLW\ IRU DQ LQGLYLGXDO IDUPHU PD\
EH D SULYDWH OLPLWHG FRPSDQ\ RU D OLPRWHICHOLDEUPHWY PDVWOQ WKWHKILBFW DV LQGL)Y
7KHVH DUH IXUWKHU H[SORUHG RQ WKH )DZBPIQN WRRWOKNDLUH ZEHHEYHWMWY DQG ULVNV ZLWK F
KWWSV OHJDF\ JUHHQILQDQFHLQVWLWXW B HRHPQIE LKQ YWAKIHD WRLXQWUW DQG UHODWLRQVKLS
WRRONLW OLDELOLW\ DQG ULVN PDQDIJHPHRWPHUV DQG WKHLU LQGLYLGXDO SUHIHUHQF
WKLV HQWLW\ LQ SDUWQHUVKLS ZLWK RWKHU
WLPH DQG PRQH\ ZKLFK D IDUPHU PD\ SUHIHU
ZRXOG EH DEOH WR ZRUN ZLWK ERWK LQGLYLC
/ HIDCDQGVI)[ DGYLFH WKRX@ EH VRXJKW/R P DNH D IDUPHUYVY DJJUHIJDWHG XQGHU D VHSDUDWH HQ

GHFLMRQ RQ G4 DOHQVIMHY

*UHHQ )LQDQFH —-QVWLWXWH )DUPLQJ 7RRONLW IRU $VVHVVLQJ IDWXUH ODUNHW 2SSRUWXQLWLHV
*UHHQ )LQDQFH —QVWLWXWH )DUPLQJ 7RRONLW IRU $VVHVVLQJ 1DWXUH
WWSV _KLYH JUHHQILQDOFHLQVWLWXWH FRP JILKLYH IDUPLQJ WRR
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«0 k!n E30

$ EUHDN FODXVH FRXOG EH EXLOW LQWR WKH FRQWUDFW WKH VSHFLILFV RI
ZKLFK ZRXOG EH QHJRWLDWHG EHWZHHQ EX\HUV DQG VHOOHUV ZKHQ
WKH DJUHHPHQW LV QHJRWLDWHG

7TKHUH DUH WZR RSWLRQV IRU KRZ WKH EUHDN FODXVH FRXOG ZRUN
(LWKHU WKHUH ZRXOG EH VSHFLILF SRLQWYV GXULQJ WKH RSHUDWLRQDO
SKDVH RI WKH FRQWUDFW ZKHQ WKH EUHDN FRXOG EH H[HUFLVHG H J
HYHU\ \HDUV RU WKH EUHDN FRXOG EH H[HUFLVHG DW DQ\ WLPH $
QRWLFH SHULRG ZRXOG DSSO\ WR ERWK RSWLRQV

7KH EUHDN FODXVH PLJKW KDYH GLIIHUHQW FRQGLWLRQV GHSHQGLQJ

RQ WKH SDUW\ WR EUHDN WKH DJUHHPHQW 7KHVH FRQGLWLRQV PD\

LQFOXGH

e 3DUWLDO UHSD\PHQW RI FDSLWDO LQYHVWPHQW E\ WKH VHOOHU WR
WKH EX\HU LI WKH VHOOHU LQWHQGVY WR EUHDN WKH DJUHHPHQW
7KLV UHSD\PHQW ZRXOG GHSHQG RQ WKH OHQJWK RI WLPH VWLOO
OHIW Rl WKH IXO0 DJUHHPHQW DQG WKH DPRXQW RI FDSLWDO
LQYHVWPHQW IURP WKH EX\HU

e 3D\PHQW IRU LQFRPH IRUHJRQH E\ WKH EX\HU WR WKH VHOOHU LI
WKH EX\HU LOQWHQGY WR EUHDN WKH DJUHHPHQW 7KLV SD\PHQW
ZRXOG GHSHQG RQ WKH OHQJWK RI WLPH OHIW RI WKH IX0O0
DIJUHHPHQW

e LIITHUHQW QRWLFH SHULRGY GHSHQGLQJ RQ WKH SDUW\
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- A - A 7KH GHFLVLRQ LV QRW OHJDOO\ ELQGLQJ 7KH
X EAO «03..nEAX.Z Q Q QGLQ
I E3 O FRQFOXGH D PHGLDWLRQ E\ HOQOWHULQJ LQWR |
r N VHWWOHPHQW DJUHHPHQW

$ GLVSXWH UHVROXWLRQ FODXVH ZLOO EH EXLOW LQWR WKH FRQWUDFW WR
KDYH FHUWDLQW)\ DERXW WKH MXULVGLFWULRIHEWCHN RK PGP Wk RE ARKDGY B B VQHWSHUW |

DSSO\ LQ FDVH RI 2K GEN RWBFF ESWDEOH IREPDUWHUHG VXUYH\RU FKDUWHUHG HQJLQHHL
EX\HUV VHOOHUV DQG EURNHUV -Q WKH IVBPWFALMARYD FRX O KER BRRBIEQMHIG EV WKH SD

WKH (QJOLVK FRXUWYV DSSO\LQJ (QJOLVK 0b%Z UpVKW+ yLldyRisRWy&H PRUH DSSURSULDWHF
WR EH UROOHG RXW LQO (QJODQG DUELWUDWLRQ ZKHQ GHDOLQJ ZLWK SUDFWLF

VRPHRQH KDV GRQH D MRE SURSHUO\ RU GHID

$Q DOWHUQDWLYH GLVSXWH UHVROXWLRQ RERPLEBWEkERYDQ XVH DQ

DOWHUQDWLYH IRUP RI GLVSXWH UHVROXWLRQ ZLWKRXW JRLQJ WR D

FRXUW 2SWLRQV DUH HLWKHU PHGLDWLR Q)R I IvOE Mk W EB B WG RV WKH GLVSXW

DUELWUDWLRQ 7KHVH RSWLRQV PLJKW VD¥RFREGH sl MY EHGLFWLRQ DQG ODZ ZLOY

FRPSDULVRQ WR OLWLJDWLRQ
7KH FODXVH VKRXOG LQFOXGH WKH IROORZLQ

SUELWUDWLRQ LV FRQGXFWHG E\ DQ DUELWUDWRE YRVRL kW Rk RSYRARQ VKRXOG EH DW
WR FRPH WR D OHJDOO\ ELQGLQJ FRQFOXVLRBERYWDREY spuwLFxoDuUO\

UHOHYDQW ZKHUH PHGLDWLRQ DQG D GHFLYLURF ZOFx BQ &Y LS ERIWIROXWLRQ EH HQIR
SDUWLHVY GRHV QRW ZRUN +RZHYHU WKLV L’REFSFONHDBRWRVKIPRIKBUHG EH DSSRUWLRQ
EHQHILW IRU D VFKHPH OLNH :1* DV LW LV HEMHMHYMPEBEYRKHWLRQ

EHQHILW RI SULYDF\ XQGHU DUELWUDWLRQ LVVYRWYsBUBFRXBW PREWRQLGHQWLDOLW)
FRQWH[W

OHGLDWLRQ LV FRQGXFWHG E\ D QRQ SDUWLVDQ WUDLQHG PHGLDWRU WR
FRPH WR D FRQFOXVLRQ ZKLFK EHQHILWY ERWK SDUWLHYV
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A 7KHUH PD\ EH HYHQWYVY ZKHUH D SRQG V\VWHP

« 3 ( X\
X k Z nX X] g GDPDJHG RU ZDWHU FRQWDPLQDWHG WKURX.,
$V RXWOLQHG LQ WKHV)lERUUPﬁiQ\ZHD\M@HLl IDUPHUVY ODQG PDQDJHUV 7KLV LV WHUPHG D

ODUNHW 2SSRUWRQVWGHVYDWLRQ QHHGV W R EHMQW Y HRUWRVWKHPH OLNH :1* LW LV QRW HQ
YDULRXV ULVN FDWHJRULHVY DV ZHOO DV ORVHUWDU WK LIDYGHQMALIR QWM. OIVWD R+& ZRXOG E
VWDNHKROGHUV WR DGGUHVV WKHVH ULVNFWRXOG KROG WKLV ULVN EHFDXVH RKWDIHW\ L

~\UH &DWFKPHQW I1DWXUDO JORRGIBRDQDIHPHQ
3+<6-&%$/ 5-6. H[DPSOH RI WKLV PHFKDQLVP 7KHUHIRUH Wk
KDW WKWHQYHQWLRQV DUH QRW SURSHUOYRRYWY IEHOW €D W UER & B 8OLRAVI\ED W MK DW SRLQ
RU GDPDJHG" :KDW KDSSHQV LI WKH ZDWHUW LW kSFROD XWHEHTXHQFH EXW WKDW ERWK ZR)

7KH VHOOHUV ZLOO EH UHVSRQVLEOH IRU WKF YD IHoL BIYAHFWHE LRQWHUYHQWLRQV L
QHHGHG IRU WKH SRQG VI\VWHP 7KLV ZRXOG IROORZ D

PDLQWHQDQFH SODQ GHYHORSHG E\ WkH vERHPH PHIBEVEBOY R FHpPQ RSWLRQ RILQVXUD:
FRYHU KRZ WR DYRLG ZDWHU SROOXWLRQ gkﬁK\WREHDDQECQHD%FbPI-HJJI-PQQI&H D EORFN SROLF}
DQG WKH VHOOHU ZRXOG EH UHVSRQVLEOH' RU'DDY ZWWHREABY x WiRQP @ LQVXUDQFH Si
GXH WR QRQ DGKHUHQFH WR WKH PDQDJIHPHOW §BBRBY S KRERC GPPDJIH EXW QRW RWK

PDLQWHQDQFH UHTXLUHPHQWYV PD\ H[LVW gﬁgﬁéﬁvé/LBS'\HbF\H VWURSKLE FOLPDWH FKDQ

VWDFNRIQJIHSDUDW HWIUHRPH MRU H[DPSOH Ll]RYMgEHgW SROLF
PDLQWHQDQFH SD\PHQW LV FRYHUHG E\ WKH 6 XVWDLQDEO
LV

_OFHOWLYH 7KH EURNHU
PDQDJHPHQW D

H )DUPLQ
UHVSRQVLEOH IRU WKH PRQLW
QG WHFKQRORJ\ PDLQWHQDQF

$O00 SDUWLHV ZRXOG DJUHH WR DQ DFWLRQ St
ZDWHU SROOXWLRQ DV TXLFNO\ DV SRVVLEOH

SDWKzZzD\ WR WKH QHDUHVW ZDWHUFRXUVH

*UHHQ J)LQDQFH —QVWLWXWH )DUPLQJ 7RRONLW IRU §
2Q0LQH DYDLODEOH DW KWWSV OHJDF\ JUHHQILQDC
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23(5$7-21%/ 5-6. /TKHUH ZRXOG EH D ULVN IRU IDUPHUV WR EH C
KDW WKHWHD LV QRW DYDLODEOH ZKHQ LW SDARHQWNUIHEG WEKHWXEW RQW LQYHVWPHQW LIV
DOUHDG\ EHHQ SDLG IRU" WKHLU SDUW DV WKH\ ZRXOG EH OLDEOH IRU

7KH DPRXQW RI ZDWHU DYDLODEOH LQ WKHBRRAGRUNIGRAB &G RQVLGHUHG IRU WKH FRY
PDQDJHG E\ WKH EURNHU 7KH EURNHU zRXOEHD{PPIRY WYKH DQQXDO SDAPHQW

FRQWLQJHQF\ WR DOORZ IRU SRWHQWLDO X(é WHQlGHG GHILFLWV LQ WKH
QHWZRUN 7KH EURNHU ZRXOG EH UHVSRQ\?L( AP ROk BPepswLyH

PDQDJHPHQW L H WR LGHQWLI\ WKH LVVXHf&I%@@VﬁgWW%?LI@L\%BG SUDFWLFHV VX

VXFK DV ZDWHU TXDOLW\ LVVXHV RU SRQG nglthle D%FHgl-BJ%\EtB&/lHYHUVLW\ ORVVY

WKH UHFWLILFDWLRQ RI WKHVH LVVXHV 7KHKBUHHHPWRW ZRWO GWLDHOWIRKE UHSXWDWLRQ|
WR DOORZ IRU D FHUWDLQ DPRXQW RI UHGXKIRQQ FO LW XWKHRV\XDWHRPU FRPSDQLHYV 7KH VH
UHTXLUHG WR EHLFDRHWRS REOUWM W KH

0$5.(7 5-6. &RPPXQLFDWLRQ ZLWK WKH SXEOLF VKRXOG E
KDW WKL @LNH LQIODWLRQ LQWHUHVW UDWRRKPRQ@IADWHRNPRSBRIHVVLRQDOV ZLWK WKH
DGYHUVHO\" EHLQJ LOQYROYHG 7KHUH VKRXOG EH RSHQ FR

WZHHQ VHOOHU EX\HU DQG EURNHU DV ZH

-1 WKH DQQXDO IL[HG SD\PHQW ZHUH FKRV@%DWﬁEROQG%ODIV \LITXLUHG
ZRXOG QHHG WR EH OLQNHG WR WKH &3- LQGH[ WR SURWHFW LW DJDLQVW

LQIODWLRQ ULVN —I WKH YDULDEOH WUDGLQJ RSWHRQ ZHUH EXRYHE WKLY vwuros FR &
IHHV ZRXOG EH GHIL REG MORVEWOIRS/EKH UHVRXUFH PDQDJHPHQW ELRGLYHUVLW\ DQG

GHSOR\PHQW ZKLFK VKRXOG UHGXFH WKH UHSXWDWLRQDO |

7TKHUH ZRXOG EH OHVV PDUNHW ULVN LI WKH SD\PHQW VFKHGXOH

I[IURP EX\HUV ZHUH DOUHDG\ DJUHHG %X\HU SD\PHQWV FRXOG DOVR

EH OLQNHG WR LQIODWLRQ DQG WKHUHIRUH WKHUH ZRXOG EH PRUH
SURWHFWLRQ DJDLQVW SULFH ULVN LQ FRPSDULVRQ WR YDULDEOH IHHV
GHSHQGLQJ RQ WKH ZDWHU WUDGLQJ
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32/-7-&%/ 5-6. JXUWKHUPRUH WKH UHFHQW FKDRBDHKDOYHWD |
KDW EKDQJIH) OHJLVODWLRQ UHJXODWLRQDRULPSHDEGMW REG KHRHY XYOMWNUDO EXVLQHVVHV E
SODFH" EHLQJ PRWLYDWHG WR SDUWLFLSDWH LQ QDW

KHU WKLV LPSDFW PD\ IDYRXU RU KLQGH
7KH —QGHSHQGHQW :DWHU &RPPLVVLRQ sURYLERNEp k Q

VEKRP Y HHGY WR EH IXUWKHU XQGHUVWRRH
UHFRPPHQGDWLRQV IRU D UH VHW KUVWKH ZDWHU VH

OLNHO\ WR UHVXOW LQ IXWXUH VWUXFWXUDO D(%JGFlIJ(%JXJ(I)-IQ/WLRUé)ﬁ!](IPVQOJSV\\//LRR UHIXODWL
ZDWHU FRPSDQLHV RU 21ZDW Q Q Q

ZRXOG EH FORVHO\ PRQLWRUHG E\ DOO VWDNI

EURNHU ZBXOG SQDI D OHDGLQJ UROH LQ HQV
$V WKH (QYLURQPHQWDO /DQG ODQDJHPHQW VFKHPAV f/% Q QHQ
X QG EN DEFHSWH G DQG DGDSWHG
H

FKD HV FR
FXUUHQWO\ VWLOO LQ GHYHORSPHQW WKH \ JHV LQ WKHLU
UROO RXW ZKLFK PD\ FKDQJH IDUP EXVLQHV Q V HOO DV KRZ
(/0V FDQ ZRUN DORQJVLGH :1*

<

7TKHUH PD\ EH FRPSHWLWLRQ DPRQJ WKH YDULRXV QDWXUDO FDSLWDO
PDUNHWY HVSHFLDOO\ JLYHQ WKH ODFN RI FODULW\ DURXQG VWDFNLQJ

DQG DGGLWLRQDOLW\ 7KLV PHDQV WKDW VHOOHUV PD\ ZDQW WR

H[HUFLVH WKHLU EUHDN ULJKWYV RU QHYHU HQWHU LQWR DJUHHPHQWYV LQ
WKH ILUVW SODFH LI WKH\ WKLQN WKDW WKH\ DUH JRLQJ WR JHW D EHWWHU
UHWXUQ LQ DQRWKHU QDWXUDO FDSLWDO VFKHPH VXFK DV %LRGLYHUVLW\
1HW *DLQ RU 1 XWULHQW 1HXWUDOLW\ 7KLV PLJKW DOVR LPSOLFDWH DQ
LQHUWLD WR HQWHU LQWR DQ\ QDWXUDO FDSLWDO VFKHPH LI WKH VHOOHU LV
QRW VXUH ZKHWKHU D PRUH SURILWDEOH VFKHPH RU JUDQW LV

GHYHORSHG LQ WKH IXWXUH

~QGHSHQGHQW :DWHU &RPPLVVLRQ —QGHSHQGHQW
ZDWHU VHFWRU 2QOLQH DYDLODEOH DW KWWSV Z2zZ JR’
ODXQFK ODUJHVW UHYLHZ RI VHFWRU VLQFH SULYDWLVDW
(YH &ROO\VHU OHUULWW %XGIHW —QKHULWDQFH
DW KWWSV ORUGVOLEUDU\ SDUOLDPHQW XN EXGJHW



s 3 . )XUWKHU JXLGDQFH RQ WHQDQFLHYV FDQ EH VF
A zZ0«3RX ZHEVLWHY
e JDUPLQJ 7RRONLW IRU $VVHVVLQJ 1IDWXUH (

n 7 ( .a Z O<(3 RX 2SSRUWXQLWLHY 7HQDQF\ RZQHUVKLS
e -RLQW JXLGDQFH IURP WKH 7HQDQW )DUPHU

7HQDQWYV ZDQWLQJ WR WDNH SDUW LQ D VFKRREF SRRQRWU\ /D& DQG %XVLQHVV $VVRFLI
UHTXLUH FRQVHQW IURP WKH ODQGRZQHU GXXLERAIHWRYWDOSORUGY DQG WHQRDQWYV R
FKDQJHV LQ ODQG XVH DQG ORQJ WHUP DJUHXMPG SW Y RBWHON GGG HOQYLURQPHQWDO I
SD\PHQWY DQG UHLPEXUVHPHQW SD\PHQWYV HRRQWOF WYL FXKPRWFUDO WHQDQFLHYV
VKRXOG EH UHFHLYHG E\ WKH SDUW\ GHOLYHULQJ WKH SURMHFW ZKLFK

FRXOG EH HLWKHU WKH WHQDQW RU WKH OS)(QGR%WJJ J O( n 2z (

LI I<
THQDQWY ZRXOG DOVR QHHG WR UHYLHZ WKHLU MH49§H%F\[)JUHF4PH6MN
U K FR GHku?MHJ?QV DUH 1

F

V X

ODQRG -Q DGGLWLRQ FODULW\ QHHGV WR EH
Q

DQG ODQRGRZQHU WR HQVXUH WKDW WKH O[;
DOUHDG\ EHHQ FRPPLWWHG XQGHU RWKHU V
UHVWULFW WKH XVH RI WKH ODQG VXFKDV’
LQYROYH OHJDO FRVWYV LI WKH IDUP EXVLQH
LQFOXGHYV D FODXVH VD\LQJ WKDW WKH WHQ
ODQG RXW RI SURGXFWLYH DJULFXOWXUDO X
QHHG WR EH YDULHG WR DOORZ WKH XVH RI
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V W
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* 7KH OHQGHU ZRXOG OLNHO\ ZDQW WR UHQHDVHWKH 9FRE 4 7 D« 3 RX

SURSRVHG IRU :1* RXW RI| WKKIL ¥ RZURX O0=J H

GHSHQG RQ WKH ORDQ WR YDOXH RI WKH PRUWJDJH 5HOHDVLQJ
WKH ODQG PLJKW RQO\ EH SRVVLEOH LI L'W/&HcOPERKE BREXWKRHVKRQCE VIVWHP H[FOXGL

YDOXH RI WKHLU VHFXULW\ EHORZ WKH YDOYH HRRRRIHGPWROVXE¥YRuywLOO VWD LQ Wt
WKH OHQGLQJ ZKLFK LV W\SLFDOO\ XS WRVHOORUWwWKHHYZEORA RH UHVSRQVLEOH IRU W
WKH ODQG 7KH XSGDWHG 5HG %RRN YDOXWUWHRIED ZRYXOWWRRARXWOLQHG LQ WKH PDLC
KRZ PXFK VHFXULW\ WKH EDQN ZRXOG KDeY B ZIHUWEKH@®QG OLDELOLW)\ IRU WKH IXQFW
UHOHDVLQJ WKH ODQG IURP WKH PRUWJDJWMYHFKQRORJ\ ZKLFK DFFRPSDQLHV WKH :1* S
&RQVLGHU IXUWKHU UHDVRQV ZKHQ UHOHDYL&d PHOBUAHAMWKIRRH EURNHU ZKR ZLOO EH
WKH PRUWUJDPISOHY PD\ EH LI WKH ODQG LQSTXHVWERQ KHVH DVVHWYV

DV WKH RQOV DFFHVV WKURXJK WR DQRWKHY, EQRHNBERLARKELHY v wkn ExvHU wk

ZKLFK WKH OHQGHU KDV VHFEXULW\ RU LI VMWMVLFIG%JSBIQNI#Hg\%DZ |I-_||l(J2 WKH\ UHTXLUH L\
QHWZRUN SDVVHV WKURXJK WKDW DUHD 7KH OHOGHU ZRXO

HH G
WR PDLQWDLQ FRQWURO RWKHUZLVH WKHUH ZR c)lév\éNV@qu‘lf'(?HW@"LlGDWD WKH EURNH
LW KDG WR UHSRVVHVV DV WKH 0DQG zKLFRWVEYE Xk s vk HY ZLO0 QRW KROG R.

PRUWJDJH RYHU ZRXOG WKHQ EH ODQGORFRHUETVRUEZA% BBRKKRYH D FHUWDLQ OHYHO R
KDYH ZDWHU RI ZDWHU LQFOXGLQJ WLPLQJ DQG YROXPH

.HHS WKH :1* ODQG WR PDUJLQDO DUHDV ZKLFWHFRQ W
KDYH EHDULQJ RQ WKH SUDFWLFDOLWLHV RI XVLQJ WKH UHVW RI
WKH IDBRQVLGHU DFFHVV DQG ZDWHU
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4 1* ZLOO OLNHO\ FRQWDLQ WKH IROORZLQJ FD
A e SD\PHQWV

>§( nX AX. .Z 3 $ UH LPEXUVHPHQW RU DGYDQFH SD\PHQW \

I[URP WKH %X\HU WR FRYHU WKH SRQG LQVW

7KH IROORZLQJ VHFWLRQ SURYLGHV DQ RYHUWKHZDFVRWKHDMWIH G WXLSPHQW RQ WKH 6HO
FRQVLGHUDWLRQV IRU IDUPHUV SDUWLFLSDWERWHEW REkHPE AWM ZLOO HVVHQWLDOO\
'1* :KLOVW WKH VFKHPH LV DQ RSSRUWXQLWHIRHALAMXUH DOUHDG\ LQFXUUHG RU KDYH
ODQGRZQHUV DQG WHQDQWY WKHUH DUH PDESRMYILIP SKUSTRWHR @R W RVKHUH DUH OLNHO
FRQVLGHU IRU WKHVH 6HOOHUV LQFOXGLQJFYSIRIINIRIQ K IWDRUg*#7 FRQVLGHUDWLRC
LQFRPH FRUSRUDWLRQ WD[ YDOXH DGGHG WD[ 9%$7 DQG

LQKHULWDQFH/ MHDDSSHQGL[ Rl WKLV UHSRUWSARGVDRRQRXDO VXP IRU WKH GXUDWLRQ RI

WKH IXO0 WD[ JXLGDQFH GRFXPHQW IRU :1* SDLG E\ WKH %X\HU WR WKH 6HOOHU IRU RG
DUH OLNHO\ WR EH FODVVLILHG DV SURSHU

WR HLWKHU LQFRPH WD[ RU FRUSRUDWLRQ

7TKHUH LV D UHFRJQLWLRQ WKDW IDUPHUV ZRX
WKH VFKHPH WKHPVHOYHV WKLV LQYHVWPHQ
EHLQJ JLYHQ XS WR WKH VFKHPH DQG D SURS|
ZRUNYV



cx 0z A3

.zO0n.Iln z( "~ ¢x0zA I "X nX3A nn AX.z
:$7(5 &203$1< 3$<6 )8// 5(~0%856(0(17
/1$1'2:1(5
! g
;o :
l
&$3-7%/ *$-16 79%; =(52 1(7 79%;
72 %( 3%

2QFH DQG IRU DOO UHDOL]DWLRQ RI sbuw RI WRA\rFOEY WHRO yBbbAE RY WHARHHQW WKH EDO
ODQG OHDQLQJ WKDW RQFH WKH SRQG LV LFPAKWEEOHR MWK RY DB KHoBH@EOHU  VKRZQ DV
FDQQRW EH XVHG WR LQVWDOO DQRWKHU SR®® WUVFBLhBRMREQWN & YRy FDSLWDO JDLQ
DQ\WKLQJ HOVH 7KLV ZRXOG RQO\ EH UHTXYOYeHEWMVKIHDZDRWHY, WKDW KDG HQKDQFHG Wi
FRPSDQ\ EX\HU SDLG WKH IXO00 DPRXQW RIVVRA S NKbDB8DREG\WHPDAROG LQ WKH IXWXUH

ZHOO DV D ODQG SD\PHQW

1* ZLOO UHTXLUH D FRQWULEXWLRQ I[URP WKH ODQGRZQHU IDUPHU ZKLFK ZLOO FRQVLYV
FRYHU RI WKH FDSLWDO FRVW WRR 7KHUH ZRXOG QRW EH D RQH RII ODQG SD\PHQW DQ
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7KLV ZRXOG RQO\ EH UHTXLUHG LI WKH ODQGI
RIl ODQG SD\PHQW VHH SDJH EHIRUH )RU :1*

UHOHYDQW
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'HSHQGLQJ RQ WKH FRQWUDFWXDO DUUDQJHPHQWY WKH SD\PHQWYV
FRXOG EH FRQVLGHUDWLRQ IRU D VLQJOH VXSSO\ Rl ODQG UHODWHG
VHUYLFHV ZKLFK ZLOO EH H[HPSW XQOHVV WKH ODQGRZQHU RSWV WR
WD[ WKH ODQG ZKLFK ZRXOG PDNH WKLV D WD[DEOH VXSSO\ VXEMHFW
W R 9$7 -1 DQ RSWLRQ WR WD[ LV PDGH WKH LQSXW 9%$7 LQFXUUHG
DQG DVVRFLDWHG ZLWK WKLV SURMHFW ZRXOG SRWHQWLDOO\ EH
UHFRYHUDEOH SURYLGHG YDULRXV DGPLQLVWUDWLYH SURFHGXUHV
LQFOXGLQJ 9$7 UHJLVWUDWLRQ DUH XQGHUWDNHQ $OWHUQDWLYHO\ WKHUH
FRXOG EH PXOWLSOH VXSSOLHV ZKLFK HDFK DWWUDFW WKHLU RZQ 9$7
UDWH DQG RQO\ WKRVH ZKLFK DUH WD[DEOH SURYLGH D ULJKW WR
UHFRYHU UHODWHG LQSXW 9%$7

—+7

7KHUH DUH DJULFXOWXUDO SURSHUW\ UHOLHI $35 DQG EXVLQHVYV
SURSHUW\ UHOLHI %35 PDWWHUV WR FRQVLGHU EXW RYHUDOO WKH :1*
SURMHFW PD\ QRW LPSDFW WRR PXFK RQ WKHVH 6HH IXUWKHU
LQIRUPDWLRQ RQ WKH GHWDLOV RI QDWXUDO FDSLWDO VFKHPHYV DQG
LQKHULWDQFH WD[ EHORZ
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-1 WKH ODQGRZQUHMILVWHUHG

OLDEOH WR DAGLRBWHG WR WD]

WKH ODRIGH VXSSO\ RI WKH ODQG ZLOO EH
VXEMHB®7 WRY

® v

&DQ UHFODLP 9$7 Rl H[SHQVHV IURP +05&

KWBY 7277 KZE DAFRXQWOWFRP  OHZ V IXICHV OHZ V YDWRQ VXSSTHV Rl @OG DOG SURSHUWNV

/$1" 5(/$7(" 6(59-&(6

7KHVH DUH VHUYLFHY WKDW GLUHFWO\ UHODW
RU EXLOGLQJV DQG DUH GHULYHG IURP ODQG
D FHQWUDO DQG HVVHQWLDO SDUW RI WKH VH
LV LQWHQGHG WR OHJDOO\ RU SK\VLFDOO\ DO
6RXUBKODFH Rl VXSSO\ RI VHUYLFHV 9%$7 1RWL

7KH GHIDXOW SRVLWLRQ IRU ODQG UHODWHG
HIHPSW IURP 9%$7 7KLV PHDQV WKDW QR 9%$7 L
VHUYLFH EXW DQ\ 9%7 IURP FRVWV LQFXUUHG
FDQQRW EH UHFODLPHG

+RZHYHU WKH ODQGORUG FDQ FKRRVH WR WD
WKHUHIRUH VHUYLFHY DUH VWDQGDUG UDWHG
LOQFXUUHG FDQ EH UHFODLPHG

6RXUBB7 RQ VXSSOLHVY RI ODQG DQG SURSHUW



¥ RO z! 0 A aK 7KH XVH RI D :1* SRQG VI\VWHP WR VHOO WKH

.. . < ZRXOG H[FOXGH DJULFXOWXUDO XVH RI WKDW

J« A EnNAE« n «... O«AQ UHPRYH WKH HOLJLELOLW\ RI $35 $Q\ SRQG V
«On)OI Z( E3)QO33 ZRXOG VWLOO UHFHLYH JUD]LQJ RU SRQGV WK
T« O«A(; «0nX0lI DJULFXOWXUDO SXUSRVHV OLYHVWRFN GULQI

ZDVK ZDWHU ZRXOG SRWHQWLDOO\ VWLOO EH

6RPH DJULFXOWXUDO SURSHUW)\ FDQ EH SDVVHG RQ ZLWKRXW SD\LQJ

LQKHULWDQFH WD[ $JULFXOWXUDO 3URSHUORAHHOY HIDREP BYY FRES FQ P %XVLQHVV 3UR
FKDQJH WR D UHOLHI UDWH ZLWK DQ DUYGREPDFEXRYE@ XSpWRoTRRIMHFWYV XQGHU WKH
IURP 7KH IROORZLQJ DJULFXOWXUDO SURSHWMKEHIHRHMOPREHEPRIFRQ &RGH DV WKH I

$35 FUHDWH PDQDJH DQG PDLQWDLQ WKH ODQG Il
e /DQG RU SDVWXUH WKDW LV XVHG WR JURFOHYPNLRY MHRHGHWY IRU XVH RU VDOH ZLOC

DQLPDOV XQGHUWDNLQJ WKHVH RSHUDWLRQV ZLOO LQ
e *URZLQJ FURSYV LQYROYHG LQ WKH KROGLQJ RU PDNLQJ RI LQ"

e 6WXG IDUPV IRU EUHHGLQJ DQG UHDULQF\KRUWHV6D QG TMDJIFRRFOXVLRQ VKRXOG DSS
e 7UHHV WKDW DUH SODQWHG DQG KDUYHWWRYHIWY PYvAHA@HU\

\HDUV VKRUW URWDWLRQ FRSSLFH
e /DOQG QRW FXUUHQWO\ EHLQJ IDUPHG XQGH ® 9K HVLRLQ WBWKH FXUUHQW WD[ VIVWHP

6EKHPH FRQVLGHULQJ WKH WD[DWLRQ RI HQYLURQPHQ
e /IDQG QRW FXUUHQWO\ EHLQJ IDUPHG XQBRE BFRMRYWHKRRVHRMY R H PDUNHWYV  7KH\ DQQ
VEKHPH ZRXOG H[WHQG WKH H[LVWLQJ VFRSH RI DJUL
e 7KH YDOXH RI PLON TXRWD DVVRFLDWHGUYHICGHK WKBFOD®EULO WR ODQG PDQDJHG X

e 6RPH DJULFXOWXUDO VKDUHV DQG VHFXURWEHRQPHQWDO DJUHHPHQW ZLWK RU RQ EF

e )DUP EXLOGLQJV IDUP FRWWDJHV DQG IBDRPRRRXPHQW 'HYROYHG $GPLQLVWUDWLRQV
DXWKRULWLHV RU DSSURYHG UHKNGRQVUIHOW \E

WKDW LI SRQG VA\VWHPV XQGHU :1* UHFHLYHG



WKH EURNHU ZHUH DQ DSSURYHG UHVSRQV%I?AH SQRG\ WEAQL&IKW A e
VWLOO EH HOLJLEOH IRU $35 -Q WKH IXWXU O G P J QG%H(
DFFUHGLWHG FRGHV DQG VFKHPHYVY PD\ DOVR EH HOLJLEOH IRU $35
6WDPS "XW\ /DSG (D[ 6'/7 LV FKDUJHDEOH RQ
7TKHUHIRUH WKLV VLWXDWLRQ PLIJKW FKDQJH LI :1* EHFDPH D

WUDQVDFWLRQV LOFOXGLQJ WKH ULJKW RU
DFFUHGLWHG VFKHPH

DQG WKH EHQHILW RI DQ REOLJDWLRQ UHVW

DLUHEWLQJ WKH YDOXH RU DN FRFKQVOWD W
-Q WRWDO DV PHQWLRQHG LQ WKH WD[ IJXLGDOFH “WHH $SSHOGLI W

UHTXLUHG WKLV WD][ PD\ EH DSSOLFDEOH WR
:1* SURMHFW ZLOO RQO\ FRYHU DURXQG DFUH RI ODQG. VR LW LV

DOWKRXJK ST* GRHV. QRW DLP WR WUDQVIHU D
XQOLNHO\ WR PDNH D VLIJQLILFDQW GLIIHUHQFH WR ODUJHU VFDOH
IDUPHUV RU ODQGRZQHUV DV WR ZKHWKHU WKHLU EXVLOHVV TXDOLILHY

+RZHYHU 677 LV RQOVFKDUIJHDEOH RQ WKH D
IRU LQKHULWDQFH WD[ UHOLHI RU QRW $ PRUH FDUHIXO WKRXJKW PLIJKW

FRYHQBOW TWVHOI LT RYHU e ZDV SDLG |
EH UHTXLUHG IRU VPDOOHU VFDOH IDUPHUY DOGODQGRZOHUY

EHFDXVH WKH FRYHQDQW LV WKH RQO\ ODQG

ZRXOG QRW DSSO\ RQ WKH DPRXQW WKDW LV .

VHUYLFH RI ZDWHU DWWHQXDWLRQ RU WKH D\
XSIURQW ZRUNYV

-Q SUDFWLFH IRU :1* DOO WKH PRQH\ ZRXOG
ZDWHU WKH ZRUNV DQG WKH FRYHQDQW ZRX
DVVRFLDWHG HQIRUFHPHQW PHWKRG 7KLV ZR
6'/7 ZRXOG OLNHO\ EH SD\DEOH
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$35 LV QRZ DSSOLFDEOH IRU (QYLURQPHQWDO /DQG ODQDJHPHQW
VFKHPHV &RQILUPDWLRQ LV QHHGHG DERXW ZKHWKHU :DWHU 1HW
*DLQ ZRXOG EH DGRSWHG DV (QYLURQPHQWDO /DQG O0DQDJHPHQW
VFKHPH

%86-1(66 3523(57< 5(/—() %35

-W PD\ EH SRVVLEOH IRU WKH ODQG RQ ZKLFK WKH :1* SURMHFW LV
WDNLQJ SODFH WR EH HQFRPSDVVHG ZLWKLQ D FODLP IRU %35
VKRXOG $35 QRW DSSO\ %XW EHVSRNH DGYLFH LV QHHGHG



Oux X3 X.z3 B VIQ) WRLHG 2 DU

7KH IROORZLQJ ILJXUHV JLYH DQ RYHUYLHZ RI WKH SRWHQWLDO

SHUPLVVLRQV SURFHVV WKDW PD\ QHHG WR EH FROVL "%zmu@z
LQVWDOOLQJ D :1* SRQG V\VWHP )XUWKHU LQIRUPDWLRQ UDiz X

SURYLGHG ODWHU RQ LQ WKLV VHFWLRQ R ) <Hv
6WHDP V
VSUQIV
3XWBRWHRI SRQG JURXQGZ DMU
EXUHG | IHG <HV
eirioy ﬁ
<HV
5 WJ
1R 1R
/ <HV <
1R 1R
8 QGHU 2 YHU
l <Hv P~ GD P GD
1R
- $EVWUDFWLRQ OLFHOQ
OLNHO\ UHTXLUHG
l <HV
R 6HH SDJH
YLIXUH " HFAMRQ WHH VIR GHVIALP LOH Z KDWS@QQLQJ
- SHLP LAARQV DUH QNHO VR EH UHTXLLHG
l <HV JLIXWH ' HFMRQ WHH VR GHVALP LOH Z KHVKHUDQ DEVWDFVIRQ
QFHQFH LV ANHO VR EH LHTXLLHG
30DQQLQJ SHUPLVVLRQ3ULRU DSSURYDO IURP /RFDO
UHTXLUHG 30DQQLQJ $XWKRULW\
UHTXLUHG
6HH SDJH

6HH SDJH



6 HOVIVIYH UHFHSVIRWDY

k 6HH SDJH
l \L 6HH SDJH

6HH SDJi

6HH SDJH 6HH SDJH/R

)LUXWH ' HAMRQ WHH VR GHVIALP LOH Z KDWSHWP ZMRQV DLH
@\NHO VR EH LHT XLLHG UHI DUGELQI VHOVIVIYH LHFHSVRWDY



DVIALFRXUWH SLRVWARPARQ 2 VKHU FROVL.GHLDVIRQV

ﬂ

<HV
<HV
| -

/DQG 'UDLQDJH &RQVXOW D SHVHUY&RAYYXOW DQ HFRORJL
&RQVHQW UHTXLUHG <H\/l (QILQHHU 3RWHQWLD@NRLWLIDWLRQ
6HH SDJ JORRG 5LVN $FWLYLW\ 'DOO gFQV\C/;HU SHVHUYRFHYQFH UHTXLUHG LI

3HUPLW UHTXLUHG LPSDFW RQ VSHFLHV
) 6HH SDIH 6HH SDJH FDQ W EH DYRLGHG
X 6HH SDJH
<HV
1R ]
l«v YUXWH ' HAMRQ WHH VIR GHWALP LQH Z KDWSHLP DARQV DUH

@\NHO VR EH LHT XLLHG UHIDUGELQJ Z DVAUFRXUWH SLRVWFIRQ

YLUXWH ' HAMRQ WHH VR GHWALP LOH Z KDWSHLP DMMRQV DUH
QNHO VIR EH LHT XLLHG UHI DUGLQI RVKHUFRQWLGHLDVIRQV

'LVFKDUJH OLFHQFH-PSRXQGLQJ
UHTXLUHG OLFHQFH UHTXLUHG

6HH SDJH 6HH SDJH



7KH IROORZLQJ LQIRUPDWLRQ SURYLGHV D JHQHUDO VXPPDU\ RI WKH
SRWHQWLDO SHUPLVVLRQV WKDW PD\ QHHG WR EH FRQVLGHUHG EHIRUH
LQVWDOOLQJ D :1* SRQG V\VWHP +RZHYHU HDFK V\VWHP ZLOO

GHSHQG RQ VSHFLILF IDFWRUV VXFK DV ORFDWLRQ GHVLJQ DQG
VXUURXQGLQJ HQYLURQPHQW

3A« ' AX.Zz nX 0z! X J

$EVWUDFWLRQ LV WKH DFWLRQ RI WDNLQJ ZDWHU IURP D VXUIDFH ZDWHU

RU JURXQGZDWHU VRXUFH 7KH (QYLURQPHQ7\{¥H$%;I—’_IC1):||:_\/EE
DEVWUDFWLRQV WR HQVXUH WKDW ZDWHU LV XBESV\y

PHDQV WKDW :1* DFWLYLWLHV PLIJKW UHTXLEJ D(% %%\{QWUEH LR%J?—I GHWDLO DERXW VSHEL

OLFHQFH XQGHU FHUWDLQ FLUFXPVWDQFHYV EI\</|U\/ FI':)IP\HI:'RVHéﬂlL—JIE)gFHV ZLWK UHJDUG WR
HI[HPSWLRQV DV ZHOO DV GHWDLOV WKDW GHWHU LQH ZKHWKHU DQ

DEVWUDFWLRQ OLFHQFH ZRXOG EH UHTXLUHG $Q RXWOLQH LV SURYLGHG
KHUH EXW WKHUH PLJKW VWLOO EH WKH QHHG IRU WKH (QYLURQPHQW
$JHQF\ WR UHYLHZ VSHFLILF :1* SURSRVDOV WR HQVXUH WKDW 7KH
‘DWHU $EVWUDFWLRQ DQG —-PSRXQGLQJ ([HPSWLRQV 5HJXODWLRQV

DUH FRPSOLHG ZLWK

\%\%ﬁ-%?}: QE:LWR GHWHUPLQH Zk

Iy LV OLNHO\ WR EF
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$EVADPMRQVRI  FXELFP HAHVRUBMWD GD\ SLRYIGHG \ RXUDEVWDPARQ | ( DFK SRQG LV D VHSDUDW VRXUFH RI VXSSO + RZ HYHU
IV SDUARI DMQI®IRSHIDWRQ 1L \ RX DEVAWDRWLRP WH\VDP HVRXUFHDW | 1L WH SRQGV DLH JUIRXQGZ DIMUIHG WH VRXUAH R
P XGOAS®! SRIOV WH H HP SWRQ RQD DSSTHVLL WH FRP EIQHG VRVECRI D@ | VXSSO IVWH VDP HJWRXQGZ DMUERG.  DQG WHH RUH
DEVADPARQVLY  FXELF P HWHV RUBGMY D GD\ WH@ MR FXELEP HWHV SHUGD DSS@HV\R WH
IX@BRQG i VWP
5DIQZ DWMUKDUYHVAQD  Z WK WH | RGRZ 1QJ FRQGIMRQV 7DNQJ Z DMUILRP \WH IR@RZ LQJ SRQGV Z RX@ QRW
VR KDUYHWLDIQZ DMULQUR D UHVHUYRIU Z W RUZ IMRXWDQ RYHU®Z Ll IW | UHTXILH DQ DEVADPWRQ CFHQRH
RQO® FROWAQV FRBIFMG WDIQZ DMU e $ SRQGFRGPWY] WDIQZ DMU Z I QR Z DMULQ BZ
VR XVH KDUHVMG LDLQZ DMUWDWKDY QRWHQMUHG LODIQG VXU DFH Z DMLY/ ILRP WH JIRXQGZ DIMURUD VSUQI GIWK RU
RUJWRXQGZ DWU WHDP DQG 12 RYHUBZ QR DQIQDQG Z DU
1L WH WDIQZ DWMUMRIDI H\VA MMP LV XVHG | RULLLLIDARQ DQG LV QRWD GWK VWHDP RWHUZ DMERG
VRXUAHRI Z DIMUVXSS® e $ SRQGFRGPWY] WDIQZ DMU Z I QR Z DMULQ BZ
VR XVH Z DMURUHG | RULULLI DARQ LQ D IHVHUYRIUZ W DQ RYHU®Z ILRP JURXQGZ DMURUD\SUQJ GIWK RUVIMH-DP
SURYIGHG WDVWKH UHVHURIULY RQD 1LABIG E\ KDUHVMG DIQZ DIMURU $1' KDYIQI DQRYHUBZ QR DQ LODQG Z DU
Z DMUDEVADRMG [ LRP - DQRWHUVRXUPH XQGHUD | X@GDEVWDPARQ TFHQFH 2 1/< 1l WH SRQG Z DMULY XVHG | RUILLLIDARQ DQ\
RWHUZ DIMUXVH LV GEHQVDE®!

7KH 5DLQZDWHU +DUYHVWLQJ 3RVLWLRQ 6WDWHKHAHOQW HUNDNWHYDURDW KHPH DLPV WR FUH
UDLQZDWHU KDUYHVWLQJ ZLWKLQ D FDW F KPHQKN. @ YOV AD QW PBIQRVF W KADKQIHY WR ULYHU 10
QRUPDO ZDWHUFRXUVH IORZ FRQVLGHUHG DQG WKH (QYLURQPHQW $JHQF\

<RX PXVW QRW KDUYHVW VR PXFK UDLQZDWREW®WEPWUDFW VR
PXFK JURXQGZDWHU WKDW \RX FRQWULEXWH WR WKH GHSOHWLRQ
RI ORFDO LQODQG ZDWHUV RU JURXQGZDWHU EH\RQG VDIH
HQYLURQPHQWDO OHYHOV )RU H[DPSOH DV VHW RXW LQ WKH
‘DWHU )UDPHZRUN 'LUHFWLYH RU PHDVXUHG E\

(QYLURQPHQWDO )ORZ —QGLFDWRUV



+(1 -6 $1 $%675%$&7-21 /-&(1&(C 1((C(""

($ * XLGDQFH

+ VUNQJ P RIHWDQ  FXELFP HAMHVRI ZDWUD GD\ |IRP DVXUDFHRU

XQGHUI LRXQG VRXUAH DQ DEVDRARQ TRHORH LV ONHO LIHTXILHG 7KLY
LOFXGHVVWNQI Z DWMUILRP

o UYHYV e SRQGYV
e WWHDPV e FDQDOV

o GOV e WLGDO ZDWHUV DQG HVWXDU
o HVWHURILY e VSULQJV

o ONHV e DTXLIHUV

+ WH SRQG Vi WWP V DLH FRQQOHPMG VR DQ\ RI WKH

Z DWMUVRXUAHV P HOWRQHG RQ WH 1 WDQ DEVIADPARQ
THQHIVHTXUHG L P RHWDQ P GD IVSOQQHG
VR EHVENHQ 7KH H FHSWRQ DUH SRQGV VXSSTHG

Z KR® RUP DIQO E\ WDIQZ DMUDQG Z IWRXVDQ
LRXWEZ LR DORWHULQDQG Z DMUVXFK DV

Z DIMUARRXUHV SRQGV DQG ONHV Z KIFK GR QRAWHT XILH

DQ DEVIADPARQ CFHQRH

<RX P X\WMDSS® | RUD Z DMUDEVWDRARQ TEHQPH | RUUHVHUYRILY Z KIFK DUH
XQ@OOHG DQG Z KR RUP DIQW 11QBIG Z I Z DMUILRP  XQGHLI LRXQG VDD
7KHVH UHVHURILY DUH VRXUFHVRI VXSS®  \ RX Z LGOHHG DQ DEVWDRPARQ
@HQAH | RUWH VRVBCDP RXQW RX DEVWDPWILRP WHP

+ WH SRQG LV 1Q DQ DUHD WD QDDA Z HWILY
@HO WDWIKH DUHD LV FRQOHPAMG VR WH JURXQGZ DWU

DQGWHHRWHENQI RYHU P GD RI DQ SRQG
IRWP HG LQ WHVH DUHDV Z IWMRXVWHDOQ) IILRP \WH

JURXQGZ DWU Z RX@ LHTXLLH DQ DEVIADPARQ TFHQFH

<RX P X\W\DSS® |RUD Z DMUDEVWDRWRQ TFHQFH UL \ RX FRP EIQH

KDUHVMG WDIQZ DIMUZ WK Z DWMUILRP DQ\ Rl WH | RTRZ 1QJ VRXUFHVIQWR D

UHVHUYRWWWVRIDI H\VA VWP WDWGLVAKDLD HV VR LQDQG Z DAY/

o DO ZDMFRXUH ¢ JUDYLW\ LQWDNH

e OQGGDIQNIH e OLFHQVHG ZDWHU DEVWUDF

o XQGHUWRRXQGMDW DQRWKHU VRXUFH

“QWHVH FDVHV\ RX Z L@HTXILH ERW Rl WH | RGRZ LQU

e DQ DEVWDPWRQ @FHQFH | RUWH VRVIBADP RXQUW RX DEVIWDPWILRP \WWH
UHVHUYRIUI RULLLLI DARQ

o  DGGMRQDOIFHOFHVIRUDQ. DEVADPARQ LQWR WH UHVHUYRIU

+ KDUYHWWMG WDIQZ DIMULY FRP ELOHG LQ WH SRQG Z IW(
Z DMUILRP  DORWHUVRXUFH DQ DEVADPARQ TFHQRH LV
WHTXIWHG 7KHWH P LJIKWEH D SRIMQWDORHHG IRUVE R
DEVADPARQ TFHOPHV RQH | RUGLYHUAQ) Z DWULQWR WH
NV $REG DB ROH | RUBNQI Z DIMURXWRI WH SRQG




+$7 '2(6 7+( $%675$8&7-21 /-&(1&( $33/-&$7-2)RU WKH SXUSRVHV RI :1* LW LV XQOLNHO\
352&(66 (17%-/" ZULWWHQ FRQILUPDWLRQ LV UHTXLUHG DOR
7R DSSO\ IRU DQ DEVWUDFWLRQ OLFHQFH W KWK D %S\ K FIDWWIRRX® GO EQAVHDP KDV EHHQ |
DFFRPSDQ\LQJ GRFXPHQWYV QHHG WR EH VHQW WR WKH 1DWLRQDO
SHUPLWWLQJ 6\VWHP 7KLV ZHEVLWH FRQWD LAY WHWDRWYREERKkWORRPHG TXDQWLW\ RI 2
DSSOLFDWLRQ IRUPV DQG SURFHVYV IRU OLYHVWRFN ZDWHULQJ WKH QXPEHU RI
KWWSV ZZZ JRY XN JXLGDQFH ZDWHU PDQDJHPHRMHHEsSHY KHDG RI OLYHVWRFEN RU IRU
IRU D ZDWHU DEVWUDFWLRQ RU LPSRXQGPHQW B¥ PRy WKH DUHD RI ODQG )RU ULYHU
WKLV FRXOG HQWDLO DQ DVVHVVPHQW RI K
'KHQ WKH DSSOLFDWLRQ KDV EHHQ VXEPLWWHREQRE w W WhRWR WKH ULYHU FRXOG KHOS
DSSUR[LPDWHO\ VL[ ZHHNV EHIRUH D SULPDU%EKkHAR R XK RUPYPFW WKLV DEVWUDFW|
LV SHUIRUPHG WR GHWHUPLQH ZKHWKHU WKWKESBREDWLRQ LV YDOLG
L H ZKHWKHU DOO IRUPV KDYH EHHQ FRPSOHWHG ZLWK WKH
DSSURSULDWH LQIRUPDWLRQ 2QFH YDOLG *LWWPRRWNE VLWHV DQG VSHFLHV  +DELWD
DSSUR[LPDWHO\ WKUHH WR IRXU PRQWKV EH IR\UH b LOPEA VL IREP MW UHODWHG HFRVAVWHI
EHHQ PDGH RQ WKH DSSOLFDWLRQ GHSHQGLBH RRSPKIMNHRWKRHQWDWLRQ RI'D SUH Gl
DSSOLFDWLRQ QHHGV WR EH DGYHUWLVHG 1DWXUDO (QJODQG FRXOG VXSSRUW WKH OL

7KH IROORZLQJ GRFXPHQWY QHHG WR EH VXEPYRMWMHRA 8 WRRQ VLIGH WHQW ZDWHU XVDJH
DEVWUDFWLRQ OLFHQFH DSSOLFDWLRQ IRUPYHVFULELQJ H J URXWLQH PRQLWRULQJ DQ
UHGXFH DQG VWRS OHDNDJH RI LQIUDVWUXH
e *URXQGZDWHU LQYHVWLJIJDWLRQ FRQVHQW LYY LyRWIsSR@ FHgHGXFH HYDSRUDWLRQ 10
VRXUFH RI DEVWUDFWLRQ LV JURXQGZDWHU WKH ORFDO
(QYLURQPHQW $JHQF\ JURXQGZDWHU WHDP QHHGV WR EH
FRQWDFWHG WR H[SODLQ WKH SODQV DQG DVN ZKHWKHU
JURXQGZDWHU LQYHVWLIDWLRQ FRQVHQW LV UHTXLUHG
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7KH (QYLURQPHQW $JHQF\ GHVFULEH LPSR$QGPONQWMYPHQWDO SHUPLW LV UHTXLUHG IR
D VWUXFWXUH ZLWKLQ LQODQG ZDWHUV WWRW EDW HIH B P DOMHDW GFRWLYLWLHY XQGHU :1*
WHPSRUDULO\ FKDQJH WKH ZDWHU OHYHO RUVPKRZU JHK IZ\D WOIROXBWMR ZDWHUFRXUVHV LI W

e GDPV SROOXWLRQ IURP WKDW DFWLYLW\ 7KLV LQFC
e ZHLUV RU bJuL FKHPLFDOV DV ZHOO DV WHPSHUDWX
e [LVK SDVVHYV +RZHYHU :1* SRQGV PD\ UHTXLUH LQGLYLGXD
e K\GURSRZHU WXUELQHV WKH (QYLURQPHQW $JHQF\ DQG WKHUHIRUH C
e VOXLFHV DSSOLFDWLRQ DGYLFH VHUYLFH ZLOO QHHG W

e SHQVWRFENV

e FXOYHUWYV

e ORFN JDWHYV

e UHWDLQLQJ ZDOOV

e IOXPHYV

e UHVHUYRLU HPEDQNPHQWYV

e WHPSRUDU\ GLYHUVLRQV GXULQJ FRQVWUXFWLRQ ZRUN

JRU :1* DQ LPSRXQGLQJ OLFHQFH ZRXOG EH UHTXLUHG LI WKH

SRQG V\VWHP XVHV D VOXLFH JDWH V\VWHP WR LPSRXQG D
ZDWHUFRXUVH DQG WR FRQWURO WKH DPRXQW RI ZDWHU EHLQJ
UHOHDVHG LQWR WKH ULYHU +RZHYHU DV RQOLQH SRQGYV DUH QRW
SURSRVHG WR EH SDUW RI WKH :1* VFKHPH LW LV XQOLNHO\ WKDW DQ
LPSRXQGPHQW OLFHQFH ZLOO EH UHTXLUHG 7KH DSSOLFDWLRQ
SURFHVV IRU DQ LPSRXQGLQJ OLFHQFH LV WKH VDPH DV IRU DQ
DEVWUDFWLRQ OLFHQFH ZKLFK LV GHVFULEHG DERYH
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$V SODQQLQJ SHUPLVVLRQ LV UHTXLUHG IRU L
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8QGHU 7KH 7RZQ DQG &RXQWU\ 30DQQLQJ gHEIHY LD UMMV MK Lo WKH XQLW RI WKH IT
'HYHORSPHQW (QJODQG 2UGHU 6FKHGRONV PPYWDNLOQJ SODFH WKLV PHDQV WKD\
VHYHUDO DJULFXOWXUDO DEWLYLWLHV GR QR M RYUWHB PPRR:WH U RITVLWH zZL0OO D¢
SHUPLVVLRQ )RU WKH SXUSRVHV RI :1* DQEI3FQGHRVERPPWYRREBcPoLNHO\ DOVR DSSO
SODQQRLQJ SHUPLVVLRQ ZLOO QRW EH UHTXLURGy Y wk D YLHZ WR EHLQJ XVHG IRU ERWK
* 7KH XQLW RI WKH ODQG KROGLQJ LV RYHU, \KPpBRGRU RII VLWH VDOHV RU WKH FKDQJ|
* 7KH SRQG LV UHTXLUHG IRU IDUPLQJ SXUSRYHM WX srRoG WR XVH IRU RIl VLWH 2

SURYLGLQJ GULQNLQJ ZDWHU IRU OLYHVWRFN, %%I—?!B¥'R%W‘bZD—VY|—éLbDQQLQJ SHUPLV)\

IRU ZDVK GRZQ DFWLYLWLHV DQG SURMHFW WKH DUHD DQG VHQVLWLYLW\ RI Wk

e 7KH DUHD GRHV QRW H[BRBG P ZKHWKHU LW ZLOO UHTXLUH DQ DSSOLFDWLRQ
e 7KHUH DUH QR VHQVLWLYH UHFHSWRUV ERQYWHOLOWL W LRQ IRU PDMRU GHYHORSPHC
11* SURMHFWYV ZRXOG IDOO XQGHU WKH PLQRU

7KH LQVWDOODWLRQ RI WKHVH SRQGV LV V§(L'J:'FMI\WI-I|:I¥\(N%WI§ \ﬁlélH%Lf!?Z KD

DSSURYDO SURFHVV 7KLV PHDQV WKDW WKH /RFDO $XWKRULW\ ZLOO
QHHG WR EH FRQVXOWHG DV WR ZKHWKHU SULRU DSSURYDO LV
UHTXLUHG 7KH DSSOLFDWLRQ PXVW LQFOXGH D ZULWWHQ GHVFULSWLRQ
RI WKH SURSRVHG GHYHORSPHQW WKH PDWHULDOV W EH XVHG DQG D
SODQ LQGLFDWLQJ WKH VLWH WRIJHWKHU ZLWK D&\ itdln UHTXLUHG WR Ed
SDLG 7KH /RFDO $XWKRULW\ KDV GD\V IURF URFHLISW P WKH
DSSOLFDWLRQ OHW WKH DSSOLFDQW NQRZ RI LWV GHFLVLRJY
VKRXOG EHJLQ EHIRUH WKH /RFDO $XWKRULWI V GHFLVLRGQ KO
UHFHLYHG RU WKH SHULRG KDV H[SLUHG
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7KH /RFDO $XWKRULW\ KDV D YDOLGDWLRQ-QXI1BOHAKLG KLWKRZWDBRDWHG WR GLVFXVV WK
GRFXPHQWYV PLJKW EH UHTXLUHG WR VXSSRUPAD O KEKWIORDUWLLQWQDY SDUW RI WKH SUH DSSO
DSSOLFDWLRQ )RU :1* SURMHFWV WKH IRQQRZULQH GRWRXBH YWYV PLIQH SODQQLQJ RU SULR
OLNHO\ UHTXLUHG UHTXLUHPHQWY DQG HQVXUH DOO UHTXLUHG ¢
FRYHUHG

e $SSOLFDWLRQ )RUP
e /RFDWLRQ 30DQ
e %ORFN 30DQ
e ([LVWLQJ DQG SURSRVHG VLWH OHYHOV
e &URVV VHFWLRQV
e %LRGLYHUVLW\ 1HW *DLQ GRFXPHQWV WKH /RFDO $XWKRULW\ PD\

UHTXLUH D KLJKHU XSOLIW WKDQ WKH QDWLRQDO UHTXLUHPHQW RI

LW LV LPSRUWDQW WR FKHFN WKLV LQ /RFDO $XWKRULW\

JXLGDQFH

e 3BKRWRJUDSKYV

~Q DGGLWLRQ WKH IROORZLQJ PD\ EH UHTXLUHG GHSHQGLQJ RQ VLWH
VSHFLILF FRQVWUDLQWYV

e +DELWDWYV 5HIXODWLRQV $VVHVVPHQW

e +tHULWDJH 6WDWHPHQW

e SUFKDHRORJLFDO $VVHVVPHQW

e (FRORJ\ 5GHSRUW

e / DQGVFDSH DQG 9LVXDO -PSDFW $VVHVVPHQW
¢ 3XEOLF 5LJKWV RI :D\ DVVHVVPHQW

e 7TUHH 6XUYH\



.ARO« " ,AOZ AX N JRU :1* WKH IROORZLQJ WKUHVKROG LV UHOH
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A E :DWHU PDQDJHPHQW SURMHFWYV IRU DJULF

« Oa EX( O LUULJDWLRQ DQG ODQG GUDLQDJH SURMHFEWYV
H[FHHGV KHFWDUH

33033x 0z A3
7KH (QYLURQPHQWDO —PSDFW $VVHVVPHQW (.
3 A« ADJ X OzaX..zx 0z A N 5HIXODWLRQV SURWHFW XQFXOWLYDWHG 0ODQ

33 O33X OZA IURP GDPDJH FDXVHG E\ WKH LQWURGXFWLRQ
DFWLYLWLHVY WKDW LPSURYH WKH SURGXFWLY

$ 6BWUDWHJLF (QYLURQPHQWDO $VVHVVPHRVYUEFXPEREEE PYMBE YHUDO WKUHVKROGV R
HYDOXDWHV WKH SUHGLFWHG HQYLURQPHGWBM AW PRV @M HCsSWB P RYO\ IRU D VFUHHQL
SURJUDPPH VXFK DV ZDWHU WUDGH :DWH ¥ FRIPNH@\ Wk M WX RH\RZRXOG DSSO\ XQGHU D
XQGHUWDNH DQ 6($ ZKHQ GHYHORSLQJ WKMKYHMEKRO GU\PRYUKKERZQ IRU FRPSOHWHQHVYV
ODQDJHPHQW 3Q@PQ@UOO QHHG WR EH FRQVLIEFHPFY bYIsWy ODQRG LQ WKHVH ZD\V DV LW
RI WKLV 6($ WR DVVHVV LWV HIITHFW RQ WP W&y DURIGYHRIWK GREOWLYDWHG ODQG RU VH
LGHQWLILHY SRWHQWLDO FRQIOLFWY DQG HQYLURQPHQWDO RSSRUWXQLWLHYV
VXJIJHVWV PLWLIJDWLRQ DQG PRQLWRULQJ PHDVXUHYV

OzaX..zx0zA nx "~ 'A

33033x 0z A
6FKHGXOH RI 7KH 7RZQ DQG &RXQWU\ 30DQQLQJ (QYLURQPHQWDO
~PSDFW $VVHVVPHQW 5HJXODWLRQV VHWV RXW ZKHQ D

VFUHHQLQJ RSLQLRQ PXVW EH UHTXHVWHG WR GHWHUPLQH LI DQ
(QYLURQPHQWDO -PSDFW $VVHVVPHQW LV UHTXLUHG



7KH IROORZLQJ ZRXOG DSSO\ WR DFWLYLWLHV RQ QF’A@W Y, \/ﬁ DQ\GyR U, 3
R | B ORI AKX

D VHPL QDWXUDO DUHD RI DQ DUHD ! KD L 30:%( v\bié\

VHSDUDWH DUHDV RI ODQG RQ WKH VDPH KROGL WK XS WR

KD RU PRUH $ +DELWDWV 5HIXODWLRQV $VVHVVPHQW +5%

LI :2* DFWLYLWLHYVY KDYH WKH SRWHQWLDO WR

e 'LVUXSWLQJ WKH VRLO VXUIDFH E\ SORXLRISOQFWRWQWFOQURSHDQ SURWHFWHG 6LWHV 7Kl
KDUURZLQJ RU URWRYDWLQJ $UHDV Rl &RQVHUYDWLRQ 6%$&V 6SHFLDO 33U}

e 'LVUXSWLQJ WKH VXEVRLO E\ VXEVRLOLQBURKRROHGREINEHQRQPIE3I$SY 5DPVDU VLWHV DQG
VKDNHDHUDWLQJ RU SDUDSORXJKLQJ VLWHV FRPSHQVDWLQJ IRU GDPDJH1IWRLID OXUR

e 'UDLQLQJ ODQG GUDLQDJH ZRUNV RU FKD&HQ WL IADONRZUUQCMMHIRFDWLRQV DQG ZLOO WL

e 6PRWKHULQJ RU FOHDULQJ YHIJHWDWLR QG HWFIOONIDPE YUBNHWO @& WKHUHIRUH LPSDFW
DQG UXVK SDVWXUH RU VFUXE ZLWK PD¥KWRMWRH KRQWRINFHIOV -1 D :1* SRQG LV ORFD\
E\ DQLPDOV RU E\ EXUQLQJ H[FOXGLQJ PRIRBH@QHGL WRIXWKHH+5% SURFHVV QHHGV WR
KDELWDW PDQDJHPHQW

3 -
1* ZLOO LQFOXGH HDUWK PRYHPHQWYV GXH r\l/R %V}(H (JH('I('XLZZIPHJV\QW!R'”Z OZ A

GLJ SRQGV $ VFUHHQLQJ GHFLVLRQ ZRXOG$Q HHG MWFDBH :DSSHIARX URW LV GHILQHG DV D
EHIRUH UHPRYLQJ RU UHGLVWULEXWLQJ HDQYRWK R B RVOKHUYPDW B QGDIOQRYNG HV

D FHUWDLQ DUHD LI LW LV e 6WUHDPV e 'LWFKHYV
e 'UDLQV e 3DVVDJHV WKURXJK ZKLFK ZDWF
. P RU PRUH RWPPRUH LQ D VHQVLWLRUNNVUHDNKLQ DQ RUGLQDU\ ZDWHUFRXUVH PI
VXFK DV D QDWLRQDO ODQGVFDSH WKH ®UBDGNJH FRRW HRMOMW AL ISWKN\ DUH OLNHO\ WR
RU VFKHGXOHG DQFLHQW PRQXPHQW FDSDFLW\ RI WKHYRKUDQQHMKLY PLIKW LQFOXG
e 2YHU DQ DUHD RI KD RU PRUH RYHU D@ @RIFHDLQJ DK®OLREFK DQG UH GLUHFWLQJ WKDW
PRUH LQ D VHQVLWLYH DUHD IHHGLQJ LQWR WKH SRQG 7KLV ZLOO EH PDQL

JORRG $XWKRULW\
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px I
$ )ORRG 5LVN $FWLYLW\ 3HUPLW PD\ EH UH LUQZ LI T2* DFWLYLWLHV

DUH SODQQHG ZLWKLQ D PDLQ ULYHU RU ZIgWMKX LR WMWWLIFORBESROER RRUD(XURSHDQ 3URWE
PDLQ ULYHU 7KLV ZRXOG DSSO\ IRU WKH FRRQMMUERFWHRIXRUHRQREV1* DFWLYLWLHYV ZHUH
ZLWKLQ WKH IORRGSODLQ DUHD LI D SODQRIL@KISHRBDORYLRG ¥ \QRW

UHTXLUHG IRU WKH SRQG LQVWDOODWLRQ TWDZMQ@LQ@VRLW%G@LVWXUELQJ RU LQM
GLYHUWLQJ RU LPSRXQGLQJ WKH IORZ RI ZDWHMNERR b RMPR@HINADWKIhRXJIK FDUH

OHYHO RI ZDWHU LQ D PDLQ ULYHU IRU H[DP SHADL| YKRUSBREWHR\N QI WKHLU EUHHGLQJ
IHG E\ ZDWHU IURP D PDLQ ULYHU DV ZHOO DYyFXPHHELRHBWD OO\

H[FDYDWLRQ ZLWKLQ PHWUHV RI DQ\ PDLQ YEV WY xFANRREZ & HQRAWR WKHLU UHVWLQJ
LQFOXGLQJ D UHPRWH GHIHQFH RU FXOYHUWQ SXUSRVH RU E\ QRW WDNLQJ HQRXJK FD

$OWKIRXD* SRQG VI\IVWHPV VKRXOG EH VLWHG L

- . < ZKHUH WKHUH LV QR ULVN RI GLVWXUELQJ (36
3 3 3

>AO o , 0! X n31 Xz AX,X DWWUDFWHG WR WKH SRQGVY RQFH HVWDEOLV
X AO«QO3AB33X! ..z30z A VXEVHTXHQW PDLQWHQDQFH DQG ZDWHU GHS

FRXOG WKH FDXVH GLVWXUEDQFH
666- &RQVHQW ZLOO EH UHTXLUHG LI :1* DFWLYLWLHY DUH PHQWLRQHG

XQGHU WKH OLVW RI RSHUDWLRQV UHTXLULQJ 1DWXUDO (QJODQG V
FRQVHQW 251(&6 7KLV ZLOO EH LGHQWLILHG SHU 666—- DV WKHVH

DUH VLWH VSHFLILF :ULWWHQ FRQVHQW IURP 1DWXUDO (QJODQG ZLOO EH
UHTXLUHG LI DQ 251(& LV SODQQHG ZLWK D SRWHQWLDO GLUHFW RU
LQGLUHFW LPSDFW RQ WKH 666— V GHVLIQDWLRQ
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$ 6FKHGXOHG ORQXPHQW &RQVHQW ZRXOG EH UHTXLUHG LI :1*

DFWLYLWLHYV GDPDJHG D VFKH&XOHE. WRREPHQW

LGHQWLILFDWLRQ RI VXLWDEOH ODQG ZLOO LQFOXGH D GHVNWRS VHDUFK IRU
6FKHGXOHG ORQXPHQWY DQG WKHVH DUHDV ZLOO QRW EH

FRQVLGHUHG VXLWDEOH IRU :1* 7KHUHIRUH 6FKHGXOHG

ORQXPHQW &RQVHQWY ZLOO QRW EH UHTXLUHG

«030«a.. %3 A

7KH SHVHUYRLUV $FW SURYLGHV WKH OHJDO IUDPHZRUN IRU
HQVXULQJ UHVHUYRLU VDIHW\ 7KH DFW FRYHUV DQ\ ODUJH UDLVHG
UHVHUYRLU ZKLFK KROGV WKH YROXPH RI ZDWHU DERYH WKH
VXUURXQGLQJ ODQGRRI PRUHPWKH UHVHUYRLU LV D

ODUJH UDLVHG UHVHUYRLU LW QHHGV WR EH UHJLVWHUHG ZLWK WKH
(QYLURQPHQW $JHQF\ DQG FHUWDLQ SURFHGXUHV DQG
UHVSRQVLELOLWLHY DUH DSSOLFDEOH :1* IHDWXUHV ZLOO EH GHVLJQHG
WR DYRLG WKHVH GLPHQVLRQV DQG WKHUHIRUH WKH UHJXODWLRQV
XQGHU WKH 5HVHUYRLUV $FW ZLOO QRW EH DSSOLFDEOH RU
FRQVLGHUHG IXUWKHU LQ WKH SURMHFW
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7KLV UHSRUW H[SORUHV WKH SRWHQWLDO T W® \DHDAJ WD L QPVE BILV DOWMISRQ@W ZLOO JXLGH
IRU WKH :1* VFKHPH 9DULRXV DJUHHPHQWGGHBWIORBIWYBPQW DQG WKH UHVXOWY ZLOO KHO
GHVFULEHG DQG WKH LPSOLFDWLRQV IRU \RWDRBRKRRPOBWUNQD/NZKHQOVRDYQLQJ XS WR :1* +I1
WKHLU ZLOOLQJQHVYVY WR DFFHSW WKH RSWIRKQW @R\W BROQOWMXWKUNWKIDW WD[ RU SHUP
OHJDO LPSOLFDWLRQV ZKLFK VWDNHKROGHUSHALW @ @HIHGI WR PR/ D&OZW\V EH VRXJKW E
IRU :1* LQFOXGH OHJDO HQWLWLHYV EUHDNEHODPXY HBPWNURVUNZHFQBLRQY UHJDUGLQJ :1*
OLDELOLW\ DV ZHOO DV ODQG DQG DVVHW RZQHUVKLS

7D[ LPSOLFDWLRQV DV SDUW RI :1* LQFOXGH FRQVLGHUDWLRQV
DURXQG 9DOXH $GGHG 7D[ -QKHULWDQFH 7D] DQG —-UFRPH RU
&RUSRUDWLRQ 7D[ :1* KDV EHHQ VHW XS WR EH FRQVLGHU WKH Wb
VIVWHP DQG LGHQWLI\ WKH PRVW DSSURSULDWH SD\PHCW VHW X5

7KH UHSRUW IXUWKHU LGHQWLILHVY SRWHQWLDO SHUPLVVLRGQYV WKW ZL.00
QHHG WR EH VRXJKW IRU WKH GHOLYHU\ RI 1" 7KLY LQFOXGHRYV

QRWDEO\ DEVWUDFWLRQ OLFHQVLQJ SODQQLGCI SHUPLYYLRQV DV ZHTEO DV
RWKHU FRQVHQWY DQG DVVHVVPHQWY 7KHVH DJF RIWHQ VLWH VSHIELILIF
DQRQG SURMHFW VSHFLILF DQG QHHG WR EH FRQVLGRHUHBHG LOQ WKH ASiURQW
SODQQLQJ SKDVHV RI LQGLYLGXDO :1* SRQC ViIVV/iHPV
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* UHHQ ) LODQFH-QVAIWM ) DLP 1QJ 7RROIRUSWHWIQJ 1 DWILHO DUNHW2 SSRUMQMAHY 2 QOOH DYDIDE®! DW
KWBV GUDR JUHHQ LODQPFHQWIXWM FRP JILKLYH [DUP 1QJ VRROIW

XWR 3D\ P HO\$JUHHP HOQATHP SOW 2 QEDH DYDIME®I DVKWBY MR FRP FRQWDRAWP SOWAV SD\ P HOWDI UHHP HOWH W

' HSDUR HOWRU( QYILRQP HQW) RRG DQG 5 XDGH 1 DILY * HWQJ DQG XMQJ D &RQVHIYDARQ &RYHQDOWS J UHHP HQW2 Q@RH DYDIME®! DW
KWV ZZZ JRY XN IXIGDQFH JHMQJ DQG XVQJ D FRQVHIYDARQ FRYHQDOWDI UHHP HQW

2(& -QOMRQ &3— 2 QURH DYDIDE®I DVKWEY ZZZ RHFGRU HQ GDW LOGIFDWRLY QI MARQ FSLKW O

* UHHQ ) LODQPH-QWAIXYWM ) DLP 1QJ 7RROIRUSWHWIQD 1 DWUHO DINHV2 SSRUMQMEHV  6XP P DU RI WH: \ UH &DWKP HQWL DW(LDO) BRRG 0 DQDIHP HQW
3URWPW2 Q@OH DYDIME®! DWKWBY  KLYH J UHHQ LODQPHQWIXWM FRP JILKLYH [ DUP 1QJ VRROMIDELDN DQG UMN P DQDIHP HQWZ \ LH QIP

* IDP ELRQH/ DZ ' IVSXW UHVROMRQ FDXVHV 1Q FROADFW 2 QUH DYDIDE®I DWVKW8Y ZZ Z JIDP ELRQHDZ FRP VAW DGYIFH FRP P HUADO
QA DARQ FRQOADRNMDOGL/SXWV GLVSXWA LHVROMRQ FOXVHY FROWDRW

“QGHSHQGHQW DWU&RP P MRQ “QGHSHQGHQW DWU&RP P MMRQ IHYIHZ Rl WH Z DMUVHRVRU 2 QEQH DYDIDE®! DW
KWBV ZZZ JRYXN JRYHLOP HQAQHZ V JRYHUQP HQW OXQFK @UHWHYLHZ Rl VHRRUMOQPH SUYDW/DARQ

( YH&ROHUO HUMWY YXGIHW -QKHUMPQRH W DQG IDP 1O 1DLP V 2 Q@RH DYDIME®I DWKWSY  QRUBVIELDY SDUIDP HQAKN EXGIHW IQKHUWVBQFH
Wg[ DQG IDP O IDWP V
+0 7UDWXU 3RIA SDSHU 6XP P DU Rl LHRWP VR DI UEX@XDCSLRSHUINV LHIH DQG EXVIQHW SURSHUNV UHTH 2 Q@OH DYDIDME®! DW

KWBYV ZZZ JRY XN JRYHURP HOASXETDWRQV DI UEXOXWDOSIRSHUW LHIH DQG EXMOHW SIRSHW UIHIH LHRWP V VXP P DU Rl LHRWP V VR DIUEXGUDO
SURSHW WHTH DQG EXMIQHW SURSHUN UHTH

+0 5HYHQXH DQG &XVIRP V $JUFX@DCE HIH [ RU-QKHIMIQRH 70 2 Q@OH DYDIME®I DWKWBY  ZZZ JRY XN JXIGDQRH DIUFXGWDOHIH RQ
LOKHUVBQRH VB
+0 5HYHQXH DQG &XVIRP V ~+70 2 WHUUHBNYDQVWEXVOHW SLRSHUIV / DQG XVHG XQGHUWH :  RRGDIQG DQG 3 HOMDQG &DUERQ &RGHV 2 QIOH

DYDIDE®I DWVKWBY ZZ Z JRY XN KP UF LOWMUQDOP DOXDY LOKHUMIQRH VI P DQXDOK\W?

+0 7UHDVXU DQG+0 SHYHQXH &XRP V 7D[ DARQ Rl HQYILRQP HQWODQG P DQDIHP HOWDQG HARV WP VHUMEH P DUNHW  * RYHUOP HQAWLHVSRQWH
VR WH FRQUXGIMRQ DQG FD@ RUHYIGHQRH RQ VHOIFWG VB M/XHV 2 QOOH DYDIME®! DW

KW8V DWHW SXEQKIQI VHMFHIRYXNPHAD H D HH D * RYHUQP HQEHVSRQWHB
B DARQERI BHOYILRQP HQWBDQGEP DQDIHP HQWEDQGEHFRW WP BVHUYIFHEP DINHWEZ BRIR SG
+0 SHYHOXH &XVRP V 6P S' XW/DQG 7D 0 DQXDO 6' /70 6FRSH : KDWY FKDUHDE®! / DQG WDQVDRARQV 0 HDQIQJ R FKDU HDE®!

OMHWS 6 2 QUHDYDIDE®GI DWKWBY ZZZ JRY XN KP UF LOMUDOP DOXDY WP S GXW @QG W P DQXDOVGOR



( QYLRQP HOWS JHOR &KHAN L \ RX QHHG D TFHQFH VR DEVWDRAZ DMU 2 Q@OH DYDIME®I DW+0 SHYHOXH — &XVIRP V 6VDP S' XW/DQG 70

0 DQXDO 6' /70 6FRSH : KDWY FKDUHDE®! / DQG WDQVDPARQY 0 HDQQU RI FKDUHDEGI QMWW S 6 2 QUDH DYDIME®! DV
KWV ZZZ JRYXN KP UF LOMUDOP DOXDY WP S GXW @QG Vil P DQXDOVGOR
( QYILRQP HOWSJHOR 5DIQZ DIMUKDUHVAQ) UHIX@WRY SRVMRQ WIMMP HQW2 QUOH DYDIDE®I DW+0 SHYHQXH — &XVRP V BVDP S' XW/DQG
700 0 DQXDO 6' /70 6FRSH : KDWY FKDUHDE®! / DQG WDQVDRARQY 0 HDQIQU RI FKDUHDE®I QMWW $ 6 2 QUOH DYDIME®I DV
KWV ZZZ JRYXN KP UF LOMUDOP DOXDY WP S GXW @QG VI P DOXDOVGOR
( QYLRQP HOWS JHOR * HADGYLFH EH RUH\ RX DSS® |RUDQ HQYLLRQP HQWECSHUP W2 QUH DYDIME®I DWKWBY  ZZ Z JRY XN JXIGDQRH JHWDGYIFH

EHIRWH\ RX DSS® [RUDQ HQYLLRQP HQWOSHLP IW
30QQQI 3RUBO $SSTFDWRQ VR GHWMLP 1OH 1L SURUDSSIRYDAY LHTXILHG |RUD SLRSRVHG $JUEX@XUDCRU) RUAVM GHYH®SP HQW?2 Q@OH DYDIME®! DW

( QVILRQP HOWBJHOR * HADGYLIFH EH RUH\ RX DSS® | RUDQ HQYLLRQP HQWCSHUP W2 QEQH DYDIME®I DWKWBY  Z Z Z JRY XN JXIGDQFH JHADGYIFH EH RWH
\ RX DSS® |RUDQ HQYLLRQP HQCSHLP IW/

8.: 5 ( QYILRQP HQWCH WHWP HOW XIGDQFH ) RU: DWIUS HVRXUAHV0 DQDIHP HMWB@QVDQG' LRXIKWBOQV 2 QUOH DYDIME®! DV
KWV XNZ LURW REMPWDP H

0 RWM0 DF RQD®G BRXW : HW DWUS SGDWMG' DIW DWIUS HVRXUAHVO DQDIHP HQMBDQ G 503  6WDWILE ( QVILRQP HQWBGH\WHWP HQW
6($ ( QYILRQP HQWCE HSRUN 2 QUOH DYDIME® DWBRXW, : HVA DU %RXUDHP RXW(: DU 7WDGIQJ DQG 3LRFXUHP HQWGRGH 2 QEH DYDIME® DW
KWV ZZZ VRXWZ HWE DWUFR XN MWDWHW GRFXP HQW EXVIQHWHY EIRUHVRXUAHV WDGIQJ DQG SLRFXUHP HOWARGH SGI

' HSDUR HQWRU( QYILRQP HQW) RRG DQG 5XUDCH 11 DILY &KHANLL \ RX QHHG D VALHHQIQJ GHAMRQ 2 Q@RH DYDIME®! DW
KWV ZZZ JRY XN JRYHUOP HOASXETFDMRQV FKDQILQI XQFXGAYDWG VHP LQDVUDODQG LXDODQG Z KHQ \ RX QHHG SHUP MRQ FKHAN LL \ RX QHHG D

VAHHQIQ) GHAMRQ
' HSDUR HOWRU( QYILRQP HQW) RRG  5XUDCH DY 1 DWIDQ QIOQG : HOK * RYHUDP HQADQG 1 DWUDCE HVRXUAHV: DBV + DEMW 5 HI XOMRQV

$WHWP HOWSIRWIRAQJ D ( XURSHDQ VW 2 QUOH DYDIME®I DWKWBY  ZZ Z JRY XN JXIGDQRH KDEMDW UHI XOMRQV DWHWP HQW SLIRWPAQJ D HXURSHDQ VW

&RUZ DORRXQAO / DQG' WDIQDIH &RQVHQW2 QUOH DYDIDE®I DVKWBY  Z Z Z FRUQZ DAIRY XN HOYLLRQP HQWFRXQW VGH [ BRG UMN @QG GLDIQDIH
FRQWHQW

( QYILRQP HOWSJHOR DQG' HSDUR HQWRU( QYILRQP HQW) RRG DQG 5XUDCH | | DL ) BRG UVN DRAYIMHY HOYLLRQP HQWCSHLP W 2 QEIRH DYDIME® DW
KWV ZZZ JRY XN IXIGDQFH |GRRG UWN DRAYIMHY HOYILRQP HOQWOSHP W

1 DWIDQ QIOQG 6IWAV R 6SHADOEAHQALE -QMUHVWWO DQDILQ) \ RXUDQG 2 QOOH DYDIDE®I DWKWBY  ZZ Z JRY XN IXIGDQRH SUIRWIRMG DUHDV VWV
Rl VSHADOVAHQWLE [QWUHVW FKHAN L \ RX QHHG FRQVHQW

1 DDA QIOQG ( XURSHDQ SLRWIRMG VSHAHY DSS® IRUDP WDMRQ@FHQARH $ 2 Q@OH DYDIME® DW
KWV ZZZ JRY XN JRYHUP HOASXETFDMRQV HXURSHDQ SLRWIPMG VSHAHY DSS® [RUD P W DWRQ TFHQRH

* RY XN 6FKHGX®IG 0 RQXP HOW&RQVHOW( QI@QG 6FRWDQG DQG: DBV 2 QIOH DYDIDE®I DWKWBY  ZZ Z JRY XN 11QG TRHQFHV VAKHGX®IG P RQXP HQW
FROVHQWHQI @QG VFRVIDQG Z DBV

( QYLRQP HOWBJHOR  $ JXIGH | RUIMVHUYRIURZ QHWY DQG RSHIDRYY 2 QUOH DYDIME®I DVKWBY  FRQUXGHQYILRQP HOWDIHQR JRY XN VRBIQADQG VRXW
GRZ QV IHVHIRWVDIHW LHRWP SIRILWDP P H XVHIBXS@DGV TXIEN JXIGH VR WH UHVHUYRILY DRWRURZ QHWY DQG RSHUIDWRWY/ SG






	TAX AND LEGAL IMPLICATIONS
	WATER NET GAIN

	Scan this QR code for an online version of the report.

