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0MWX�SJ�XEFPIW

7DEOH����7KH�ILYH�GLVWULFW�KHDWLQJ�LQYHVWPHQW�SURMHFWV�LQ�&KLQD�VXSSRUWHG�E\��6ZHGLVK�FRQFHVVLRQDU\
�FUHGLWV��PLOOLRQ�6(.

7DEOH����&KLQHVH�RIILFLDO�DLU�SROOXWLRQ�VWDQGDUGV�DV�FRPSDUHG�ZLWK�6ZHGLVK��PJ�1P�
7DEOH����(FRQRPLF�FRVWV�WR�&KLQHVH�VRFLHW\�IURP�GLIIHUHQW�NLQGV�RI�SROOXWLRQ
7DEOH����5HWXUQV�WR�LQYHVWPHQW�LQ�SROOXWLRQ�DEDWHPHQW
7DEOH����'LVWULEXWLRQ�RI�6ZHGHQ�V�DLG�LQ�WKH�HQHUJ\�VHFWRU�LQ�����
7DEOH����6ZHGLVK�DLG�WR�HQYLURQPHQW�DQG�HQHUJ\�WR�(DVWHUQ�(XURSH����������
7DEOH����&RVW�VWUXFWXUH�RI�'DOLDQ�'LVWULFW�+HDWLQJ�SURMHFW��PLOOLRQ�50%
7DEOH����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�'DOLDQ�'LVWULFW�+HDWLQJ�SURMHFW
7DEOH����6HQVLWLYLW\�DQDO\VLV�RI�ILQDQFLDO�UDWH�RI�UHWXUQ
7DEOH�����%UHDN�GRZQ�RI�WRWDO�FRQWUDFW�DPRXQW
7DEOH�����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�7DL\XDQ�'LVWULFW�+HDWLQJ�SURMHFW
7DEOH�����3ROOXWLRQ�OHYHOV�LQ�7DL\XDQ�FRPSDUHG�WR�&KLQHVH�VWDQGDUGV
7DEOH�����5HGXFHG�HPLVVLRQV�RI�SROOXWDQWV�LQ�7DL\XDQ�EHFDXVH�RI�'+�SURMHFW
7DEOH�����%UHDNGRZQ�RI�SURMHFW�FRVW�6KLMLD]KXDQJ
7DEOH�����'LVWULEXWLRQ�RI�GRPHVWLF�DQG�IRUHLJQ�FRVWV�6KLMLD]KXDQJ�GLVWULFW�KHDWLQJ�SURMHFW���PLOOLRQ

50%
7DEOH�����6RXUFHV�RI�ILQDQFLQJ�6KLMLD]KXDQJ�GLVWULFW�KHDWLQJ�SURMHFW���PLOOLRQ�50%
7DEOH�����,PSRUWV�IURP�6ZHGHQ�XQGHU�%,76��FRQFHVVLRQDU\�ORDQ�6KLMLD]KXDQJ�GLVWULFW�KHDWLQJ�SURMHFW
7DEOH�����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�6KLMLD]KXDQJ�'LVWULFW�+HDWLQJ�SURMHFW
7DEOH�����7LPH�WDEOH�RI�SURMHFW�LPSOHPHQWDWLRQ��3ODQQHG�YHUVXV�DFWXDO
7DEOH�����6DYLQJ�LQ�HQHUJ\�XVH�DQG�UHGXFWLRQV�LQ�SROOXWLRQ�OHYHOV��'+�SURMHFWV�ILQDQFHG�E\�6ZHGHQ�LQ

�6KLMLD]KXDQJ��7KRXVDQG�7RQV�SHU�\HDU�
7DEOH�����3ROOXWLRQ�OHYHOV�LQ�:DQOLPLDR�GLVWULFW��&RQFHQWUDWLRQV�LQ�PJ�1P�
7DEOH�����*HQGHU�GLVWULEXWLRQ�RI�VWDII�DW�WKH�:DQOLPLDR�KHDW�IDFWRU\
7DEOH�����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�-LDPXVL�'LVWULFW�+HDWLQJ�SURMHFW
7DEOH�����6DYLQJ�LQ�HQHUJ\�XVH�DQG�UHGXFWLRQV�LQ�SROOXWLRQ�OHYHOV��6ZHGLVK�ILQDQFHG�SDUW�RI�-LDPXVL

�'+�SURMHFWV���)LJXUHV�ZLWKLQ�SDUHQWKHVHV�UHIHU�WR�WKH�ZKROH�SURMHFWV�
7DEOH�����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�)XVKXQ�'LVWULFW�+HDWLQJ�SURMHFW
7DEOH�����6DYLQJ�LQ�HQHUJ\�XVH�DQG�UHGXFWLRQV�LQ�SROOXWLRQ�OHYHOV��)XVKXQ�'+�SURMHFW���)LJXUHV�ZLWKLQ

SDUHQWKHVHV�UHIHU�WR�WKH�ZKROH�SURMHFWV�
7DEOH�����)XVKXQ�'LVWULFW�KHDWLQJ�SURMHFW���HQYLURQPHQWDO�HIIHFWV��WKRXVDQG�WRQV�SHU�\HDU
7DEOH�����(FRQRPLF�FRVW�WR�&KLQHVH�VRFLHW\�RI�GLIIHUHQW�W\SHV�RI�HQYLURQPHQWDO�SROOXWLRQ��LQ�ELOOLRQ

GROODUV�D�\HDU
7DEOH������6FRULQJ�V\VWHP�IRU�YDULRXV�DVSHFWV�HYDOXDWHG�����
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0MWX�SJ�JMKYVIW

)LJXUH����7RWDO�6XVSHQGHG�SDUWLFXODWHV��763���PLFURJUDPV�SHU�FXELF�PHWHU��6RXUFH��:RUOG�%DQN�����
)LJXUH����6FKHPDWLF�JRDO�KLHUDUFK\�FRPPRQ�IRU�DOO�WKH�SURMHFWV
)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�'DOLDQ�'LVWULFW�+HDWLQJ�SURMHFW
)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�7DL\XDQ�'LVWULFW�+HDWLQJ�SURMHFW
)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�6KLMLD]KXDQJ�'LVWULFW�+HDWLQJ�SURMHFW
)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�-LDPXVL�'LVWULFW�+HDWLQJ�SURMHFW
)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�)XVKXQ�'LVWULFW�+HDWLQJ�SURMHFW
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%$&.*5281'
7KH�SURMHFWV��HYDOXDWHG�DUH�WKH�ILYH�GLVWULFW�KHDWLQJ��LQYHVWPHQWV��SDUW�ILQDQFHG�E\��6ZHGLVK
FRQFHVVLRQDU\�FUHGLWV��LQ�&KLQD�GXULQJ������������7KHLU�SXUSRVH�ZDV�WR�LQWURGXFH�DQG�H[SDQG�GLVWULFW
KHDWLQJ�V\VWHPV�LQ�WKH�IROORZLQJ�ILYH�&KLQHVH�FLWLHV��'DOLDQ��7DL\XDQ��6KLMLD]KXDQJ���-LDPXVL��DQG
)XVKXQ�

7KH�RYHUDOO�REMHFWLYHV�RQ�SDUW�RI�WKH�GRQRU�%,76�ZHUH�HQYLURQPHQWDO�SURWHFWLRQ��DQG�HQHUJ\
FRQVHUYDWLRQ���DQG��WKH�SXUSRVH�RI�WKH�SURMHFWV�ZDV�WR�FRQQHFW�DGGLWLRQDO�EXLOGLQJ�DUHD�WR�WKH�FHQWUDO�KHDW
QHWZRUN�WKXV�UHSODFLQJ�PDQ\�VPDOOHU�VFDWWHUHG�ERLOHUV��7KH�H[SHFWHG�HIIHFWV�RI�WKH�SURMHFWV�ZHUH�
��VDYLQJV�LQ�FRDO�FRQVXPSWLRQ�ZKHQ�RQH�ODUJH��KLJKO\�HIILFLHQW��ERLOHU�UHSODFHV�D�PXOWLWXGH�RI�VWRYHV

DQG�VPDOO��LQHIILFLHQW�ERLOHUV
��VDYLQJV�LQ�JDVROLQH�GXH�WR�OHVV�WUDQVSRUWDWLRQ�RI�FRDO�DQG�DVKHV�EHLQJ�QHHGHG
��GUDPDWLF�UHGXFWLRQV�LQ�SROOXWLQJ�SDUWLFXODWH�HPLVVLRQV��DQG
��D�PRUH�UHOLDEOH�VXSSO\�RI�KHDW�WR�WKH�FLW\�V�LQKDELWDQWV�

7KH�FLWLHV��ZKHUH�WKH�SURMHFWV�DUH�ORFDWHG�EHORQJ�WR�WKH�PRVW�SROOXWHG�FLWLHV�LQ�&KLQD���DQG�D�GLUHFW
FRUUHODWLRQ�KDG�EHHQ�IRXQG�EHWZHHQ�DLU�SROOXWLRQ�OHYHOV�DQG�KRVSLWDOL]DWLRQ�IRU�UHVSLUDWRU\�DQG
RWKHU�GLVHDVHV��7KH�6ZHGLVK�ILQDQFLQJ�FRYHUHG�WKH�LPSRUW�RI�GLVWULFW�KHDWLQJ�HTXLSPHQW��7KH
FRPSRVLWLRQ�RI�GLIIHUHQW�W\SH�RI�HTXLSPHQW�YDULHG�EHWZHHQ�WKH�GLIIHUHQW�SURMHFWV�EXW�FRYHUHG�PDLQO\
KHDW�H[FKDQJHUV�IRU�VXE�VWDWLRQV��VKXW�RII�YDOYHV��UHJXODWLQJ�YDOYHV���FLUFXODWLRQ�SXPSV���IORZ�PHWUHV�
SUHIDEULFDWHG�LQVXODWHG�SLSHV��KDUGZDUH�DQG�VRIWZDUH�SURGXFWV�IRU�D�FRPSXWHU�PRQLWRULQJ�V\VWHP�
LQVWDOODWLRQV�VXSHUYLVLRQ��GRFXPHQWDWLRQ�DQG�WUDLQLQJ�

(QHUJ\�DQG�'LVWULFW�+HDWLQJ�LQ�&KLQD
&RDO�DFFRXQWV�IRU������RI�DOO�HQHUJ\�FRQVXPSWLRQ���$OWHUQDWLYH�VRXUFHV�RI�HQHUJ\�FDQQRW�VLJQLILFDQWO\
UHGXFH�WKH�FRXQWU\�V�GHSHQGHQFH�RQ�FRDO�LQ�WKH�IRUHVHHDEOH�IXWXUH�DV�WKH\�DUH�WRR�H[SHQVLYH��,PSURYLQJ
WKH�FRXQWU\�V�HQHUJ\�HIILFLHQF\�WRGD\�VWDQGV�RXW�DV�WKH�JRYHUQPHQW�V�PDLQ��HQYLURQPHQWDO�SURWHFWLRQ
VWUDWHJ\�LQ�LWV�ILJKW�WR�UHGXFH�DLU�SROOXWLRQ�DQG�VWRS�LQFUHDVHV�LQ�JUHHQ�KRXVHV��JDV��HPLVVLRQV��(QRUPRXV
SRWHQWLDO�IRU�FRVW�HIIHFWLYH�LPSURYHPHQWV�LQ�HQHUJ\�HIILFLHQF\�UHPDLQV�XQWDSSHG�LQ�&KLQD�

$ERXW����RI�WKH�����FLWLHV�LQ�QRUWKHUQ�&KLQD�DUH�WRGD\�HVWLPDWHG�WR�KDYH�LQWURGXFHG�VRPH
NLQG�RI�GLVWULFW�KHDWLQJ�V\VWHP��RI�ZKLFK�RQO\����KDYH�D�PRGHUQ��LQGLUHFW��V\VWHP��7KH�ILUVW�'+�V\VWHPV
LQ�&KLQD�ZHUH�LQVWDOOHG��DURXQG�������EXLOW�DFFRUGLQJ�WR�WKH�HDVWHUQ��PRGHO�GHYHORSHG�LQ�WKH�6RYLHW
8QLRQ��DQG�DGRSWHG�E\�(DVWHUQ�(XURSH��7KH�*RYHUQPHQW�KDV�WRGD\�DQ�H[SOLFLW�SROLF\�RI�SURPRWLQJ
GLVWULFW�KHDWLQJ��DQG�FRQVHUYH�HQHUJ\�E\�UHSODFLQJ�LQHIILFLHQW�KHDWLQJ�VRXUFHV�ZLWK�FRJHQHUDWLRQ�SODQWV
ZLWK�DQ�HIILFLHQF\�RI������DQG�WR�LPSURYH�WKH�FRXQWU\�V�OLYLQJ�VWDQGDUGV�E\�SURYLGLQJ�PRUH�VWDEOH�DQG
UHOLDEOH�KHDWLQJ�DQG�HOLPLQDWLQJ�WKH�QHHG�IRU�ORFDO�WUDQVSRUW�DQG�KDQGOLQJ�RI�FRDO�DQG�DVKHV�

7KH�(QYLURQPHQW
&KLQD�V��DLU�DQG�ZDWHU��SDUWLFXODUO\�LQ�XUEDQ�DUHDV��DUH�DPRQJ�WKH�PRVW�SROOXWHG�LQ�WKH�ZRUOG�
$FFRUGLQJ�WR�HVWLPDWHV�RI�WKH�:RUOG�%DQN�DV�PDQ\�DV����������GHDWKV�D�\HDU�FDQ�EH�DVFULEHG�WR�DLU
SROOXWLRQ�DORQH�QRW�UHDFKLQJ�XS�WR�&KLQHVH�JRYHUQPHQW�VWDQGDUGV��2YHUDOO��WKH�HFRQRPLF�FRVW��RI
&KLQD�V�DLU�DQG�ZDWHU�SROOXWLRQ�KDV�EHHQ�HVWLPDWHG�DW���WR�����RI�*'3�SHU�\HDU���$�PDMRU�IDFWRU�LQ
HQYLURQPHQWDO�SROOXWLRQ�LV�&KLQDV�H[WUHPH�GHSHQGHQFH�RQ�FRDO�IRU�LWV�XVH�RI�HQHUJ\��DQG�LQ�SDUWLFXODU
GXH�WR�WKH�PDQ\�VPDOO�LQGLYLGXDO�ERLOHUV�DQG�VWRYHV�XVHG�LQ�LQGXVWU\�DV�ZHOO�DV�LQ�KRXVHKROGV�
(QYLURQPHQWDO�SUREOHPV�RFFXU�DW�HYHU\�VWDJH�RI�WKH�FRDO�FKDLQ��PLQLQJ�DQG�GLVSRVDO�RI�PLQH�ZDVWH��FRDO
ZDVKLQJ��WUDQVSRUW�DQG�KDQGOLQJ��SURFHVVLQJ�DQG�FRPEXVWLRQ��DQG�XOWLPDWHO\�DVK�GLVSRVDO��7KH�:RUOG
%DQN�KDV�VKRZQ�WKDW�LQYHVWPHQWV�LQ�DLU�SROOXWLRQ�DEDWHPHQW�FDQ�\LHOG�EHQHILWV�RI�VHYHUDO�������KLJKHU
WKDQ�WKH�LQYHVWPHQW�FRVW�
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6ZHGLVK�DLG�LQ�WKH�ILHOG�RI�HQHUJ\�DQG�GLVWULFW�+HDWLQJ
7KH�WRWDO�6ZHGLVK�VXSSRUW�WR�WKH�HQHUJ\�VHFWRU���RXWVLGH�(DVWHUQ�(XURSH��LQ������DPRXQWHG�WR�DOPRVW
�����06(.��EXW�RI�����FRQFHVVLRQDU\�FUHGLWV�JUDQWHG��WKH�ILYH�LQ�&KLQD���DUH�WKH�RQO\�RQHV�LQ�WKH�ILHOG
RI�GLVWULFW�KHDWLQJ��,Q�WKH�ODVW�IHZ�\HDUV�6ZHGHQ�V�DLG�SURJUDP�WR�WKH�(DVWHUQ�(XURSH�KDV�EHHQ�YHU\
DFWLYH�LQ�DLG�WR�HQHUJ\�DQG�HQYLURQPHQWDO�SURMHFWV��LQ�JHQHUDO��LQFOXGLQJ�VXSSRUW�WR�GLVWULFW�KHDWLQJ�

6ZHGHQ�V�GHYHORSPHQW�FRRSHUDWLRQ�ZLWK�&KLQD�VWDUWHG�LQ�������DQG�E\������&KLQD�KDG
EHFRPH�WKH�ELJJHVW�UHFLSLHQW�RI�%,76��DLG�UHJDUGLQJ�WHFKQLFDO�DVVLVWDQFH�DQG�RQH�RI�WKH�ODUJHVW
UHJDUGLQJ�FRQFHVVLRQDU\�FUHGLWV���$Q�DUHD�RI�VSHFLDO�LQWHUHVW�LV�HQYLURQPHQW��6ZHGHQ�V�H[SHULHQFH�IURP
GHYHORSPHQW�FRRSHUDWLRQ�ZLWK�&KLQD�LV�TXLWH�JRRG��3ODQQHG�REMHFWLYHV�ZHUH�DFKLHYHG�LQ�QHDUO\�DOO
SURMHFWV��7KH�&KLQHVH�DXWKRULWLHV�KDYH�LQ�JHQHUDO�EHHQ�IRXQG�WR�EH�FRPSHWHQW�SDUWQHUV�LQ�WKH�GLDORJXH
DV�ZHOO�DV�LQ�QHJRWLDWLRQV�
6ZHGHQ�V��FRQFHVVLRQDU\�FUHGLWV��WR�&KLQD�VWDUWHG�LQ�������DQG�VLQFH�WKHQ�FUHGLWV�DPRXQWLQJ�WR
PRUH�WKDQ�������06(.�KDYH�EHHQ�DSSURYHG���$V�PXFK�DV������RI�WKH�FUHGLWV�KDYH�EHHQ�LQ�WKH�DUHD�RI
WHOHFRPPXQLFDWLRQV��'XULQJ�ODWHU�\HDUV�WKHUH�KDV�EHHQ�D�IRFXVLQJ�RQ�GLVWULFW�KHDWLQJ����WRWDOLQJ����
06(.��DQG�RQ�PXQLFLSDO�VHZDJH�WUHDWPHQW�DQG�ZDWHU�SXULILFDWLRQ��2I�WKH�FUHGLWV��VR�IDU�RQO\�WKH
WHOHFRPPXQLFDWLRQ�SURMHFWV��KDYH�EHHQ�HYDOXDWHG��7KH�FXUUHQW�YROXPH�RI�WRWDO�6ZHGLVK�FRQFHVVLRQDU\
FUHGLWV�WR�DOO��FRXQWULHV�LV�DERXW�06(.��������D�\HDU��ZLWK�D�WRWDO�JUDQW�HOHPHQW�RI�DERXW�6(.����
PLOOLRQ��2I�WKH�WRWDO�[��DFFXPXODWHG�DPRXQW�RI�FUHGLWV�VLQFH�WKH�VWDUW�RI�WKH�SURJUDP�LQ�������DERXW�;
��KDV�JRQH�WR�&KLQD��PDNLQJ�LW�WKH�\�ODUJHVW�UHFLSLHQW�RI�WKLV�W\SH�RI�DLG�IURP�6ZHGHQ�

7+(�(9$/8$7,21�$1'�0(7+2'2/2*<
7ZR�RI�WKH�GLVWULFW�KHDWLQJ��SURMHFWV�ZHUH�VHHQ�DV�LPSRUWDQW�GHPRQVWUDWLRQ�FDVHV��DQG�ODUJH�H[SHFWDWLRQV
ZHUH�UDLVHG�ZLWK�UHVSHFW�WR�WKHLU�RXWFRPHV�

7KLV�LV�D�FRPSUHKHQVLYH��H[�SRVW�HYDOXDWLRQ��DQG�FRYHUV�QRW�RQO\�DOO�OHYHOV�RI�WKH�SURMHFWV��JRDO
KLHUDUFKLHV���LQSXWV��DFWLYLWLHV��RXWSXWV��HIIHFWV�DQG�LPSDFWV���EXW�DOVR�DOO�WKH�XVXDO�DVSHFWV�DQG�FULWHULD
ZKLFK�DUH�LPSRUWDQW�IRU�6ZHGLVK�DLG��DPRQJ�WKHP�WKH�VL[�PDLQ�REMHFWLYHV�RI�6ZHGHQ�V�GHYHORSPHQW
FRRSHUDWLRQ��7KH�DVVLJQPHQW��ZDV�IRU����SHUVRQ�GD\V��RI�ZKLFK����ZHUH�VSHQW�LQ�WKH�ILHOG���YLVLWLQJ�WKH
ILYH�GLIIHUHQW�FLWLHV�LQ�IRXU�GLIIHUHQW�SURYLQFHV�E\�SODQH�DQG�E\�URDG�
0HWKRGRORJ\��)LUVWO\���DOO�SURMHFW�LQIRUPDWLRQ�ZDV�V\VWHPDWLFDOO\�DUUDQJHG�LQ�D�ORJLFDO�IUDPHZRUN
VFKHGXOH��RQ�WKH�EDVLV�RI�ZKLFK��D�JRDO�KLHUDUFK\��PRGHO�ZDV�FUHDWHG�IRU�HDFK�RI�WKH�ILYH�SURMHFWV��6HFRQGO\�
SURMHFW�RXWFRPHV�ZHUH�DQDO\]HG�DQG�DVVHVVHG�DJDLQVW�SODQQHG��WDUJHWV�DW�WKH�IROORZLQJ�ILYH�OHYHOV��
SODQQLQJ�VWDJH����LPSOHPHQWDWLRQ����RXWSXWV����HIIHFWV��DQG���LPSDFWV�

$YDLODELOLW\�RI�LQIRUPDWLRQ��,Q�QRQH�RI�WKH�SURMHFWV�ZDV�WKHUH�DQ\RQH�DW�DOO�RI�WKH�UHVSRQVLEOH
RIILFHUV�ZKR�VSRNH�(QJOLVK��VR�DOO�LQWHUYLHZV�KDG�WR�EH�FRQGXFWHG�WKURXJK�DQ�LQWHUSUHWHU��7KLV�LPSOLHV
DQ�LPSRUWDQW�UHVWULFWLRQ�RQ�WKH�SRVVLELOLW\�WR�JDWKHU�LQIRUPDWLRQ�DQG�LQVLJKWV��7KHUH�ZHUH�QR�UHSRUWV
PDGH�DYDLODEOH�E\�WKH�&KLQHVH�HQG�XVHUV�HYHQ�LQ�&KLQHVH��$YDLODELOLW\�RI�GRFXPHQWDWLRQ�IRU�WKLV
HYDOXDWLRQ�ZDV�YHU\�XQHYHQ�DOVR�LQ�WKH�%,76��DQG�6LGD�V�ILOHV��UHJDUGLQJ�WKH�SURMHFW�SUHSDUDWLRQ�VWDJH
LW�ZDV�DGHTXDWH��EXW�IRU�WKH�SRVW�GHFLVLRQ�SHULRG�WKHUH�ZDV�YLUWXDOO\�QRWKLQJ��7KLV�EHLQJ�D�VXPPDU\
HYDOXDWLRQ�RI�ILYH�VHSDUDWH�LQYHVWPHQW�SURMHFWV��WR�EH�FDUULHG�RXW�LQ�D�OLPLWHG�WLPH��KDV�LPSOLFDWLRQV
ERWK�Z�U�W��GHSWK�RI�DQDO\VLV�DQG�DYDLODELOLW\�RI�GDWD�

),1',1*6
3URFXUHPHQW
,Q�YLUWXDOO\�DOO�SURMHFWV�WKHUH�KDV�EHHQ�DW�OHDVW�VRPH�GHJUHH�RI�FRQWURYHUV\�VXUURXQGLQJ�WKH�SURFXUHPHQW
SURFHVV�ZLWK�PDQ\�FODLPV�IURP�WKH�ELGGLQJ�6ZHGLVK�FRPSDQLHV�WKDW�VRXQG�SURFXUHPHQW�UXOHV�KDG�EHHQ
YLRODWHG��0\�LPSUHVVLRQ�LV�WKDW�QRQH�RI�WKH�DOOHJHG�IDXOWV�ZHUH�RI�D�YHU\�VHULRXV�QDWXUH�



9

&RPSHWLWLYH�SULFHV��(YHQ�LI�WKH�SURFXUHPHQW�SURFHGXUHV�XVHG�E\�WKH�&KLQHVH�LPSRUWLQJ�DJHQFLHV�LV
QRW�IXOO\�LQ�DFFRUGDQFH��DW�OHDVW�QRW�LQ�D�IRUPDO�VHQVH��ZLWK�VWDQGDUG�UHTXLUHPHQWV�RI�FRPSHWLWLYH
ELGGLQJ��WKH�LPSRUWHG�JRRGV�KDYH�EHHQ�SXUFKDVHG�DW�FRPSHWLWLYH�SULFHV����7KHUH�VHHPV�WR�KDYH�EHHQ�D�NHHQ
FRPSHWLWLRQ�EHWZHHQ�WKH�KDOI�GR]HQ�6ZHGLVK�FRPSDQLHV�WKDW�DUH�FRQVLGHUHG�WR�EH�LQWHUQDWLRQDOO\
FRPSHWLWLYH�VXSSOLHUV�LQ�WKH�ILHOG�RI�GLVWULFW�KHDWLQJ��2QH�UHDVRQ�IRU�WKH�NHHQ�FRPSHWLWLRQ�LV�QR�GRXEW
WKH�YHU\�VNLOOIXO�QHJRWLDWLQJ�WHFKQLTXHV�RI�WKH�&KLQHVH�LPSRUWHUV��1RW�RQO\�DUH�WKH�SURVSHFWLYH�VXSSOLHUV
WDSSHG�IRU�D�FRQVLGHUDEOH�DPRXQW�RI��H[SHUW�DGYLFH�ZKLFK�LQ�WKH�SUH�FRQWUDFW�SHULRG��EXW�WKH\�DUH�DOVR
VTXHH]HG�KDUG�LQ�SULFH�QHJRWLDWLRQV�

,PSOHPHQWDWLRQ
,Q��DOO�RI�WKH�SURMHFWV�WKH�6ZHGLVK�HTXLSPHQW�KDV�JHQHUDOO\�EHHQ�GHOLYHUHG�DFFRUGLQJ�WR�FRQWUDFW�DQG
RYHUDOO�IRXQG�WR�EH�RI�H[SHFWHG�TXDOLW\�DQG�IXQFWLRQ��6RPH�RI�WKH�FOLHQW�FRPSDQLHV�VWDWHG�WKDW�WKH
6ZHGLVK�VXSSOLHUV�KDG�FRPSOHWHG�WKH�SURMHFW�WR�IXOO�VDWLVIDFWLRQ��$OO�FRPSDQLHV�KDYH���KRZHYHU��D�OLVW�RI�
PDLQO\�PLQRU��FRPSODLQWV�
$OO�RI�WKH�SURMHFWV�DUH�H[SHULHQFLQJ�GHOD\V��RI�EHWZHHQ�RQH�DQG�WZR�\HDUV��,Q�D�IHZ��FDVHV�SDUW�RI�WKH
GHOD\�ZDV�GXH�WR�WKH�KHVLWDWLRQ�RQ�SDUW�RI�WKH�%DQN�RI�&KLQD�WR�DFW�DV��LQWHUPHGLDU\�IRU�WKH�FUHGLW�
EHFDXVH�LW�KDG�D�VXVSLFLRQ�UHJDUGLQJ�WKH�VROYHQF\�RI�HQG�XVHU��,Q�RWKHU�FDVHV�LW�KDG�WR�GR�ZLWK�WKH
SDUDOOHO�FRQVWUXFWLRQ�RI�D�SRZHU�SODQW�RXWVLGH�RI�WKH�FRQWURO�RI�WKH�HQG�XVHU��$V�RI�0D\������DERXW�WZR
WKLUGV�RU�PRUH�RI�WKH�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG���0RVW�RI�WKH�HTXLSPHQW�ZDV�SXW�LQWR�RSHUDWLRQ�RQ
VFKHGXOH�DQG��DIWHU�WHVW�UXQV���IRXQG�WR�SHUIRUP�EDVLFDOO\�DV�SHU�VSHFLILHG�UHTXLUHPHQWV��KRZHYHU�ZLWK
VRPH�H[FHSWLRQV�

5HVXOWV
����RYHUDOO�6ZHGLVK�HTXLSPHQW�LV�SHUIRUPLQJ�ZHOO����
7HVW�UXQV�VKRZ�WKH�SHUIRUPDQFH�RI�WKH�LPSRUWHG�HTXLSPHQW�EDVLFDOO\�WR�PHHW�WKH�VSHFLILHG
UHTXLUHPHQWV���D�PDMRU�SDUW�UXQQLQJ�YHU\�VPRRWKO\�DQG�HIILFLHQWO\��6RPH�FOLHQWV�HPSKDVL]HG�WKH
EHQHILWV�FUHDWHG�E\�WKH�6ZHGLVK�GHOLYHU\��µLW�FKDQJHG�RXU�KHDWLQJ�PHWKRGV��WKH�ZD\�ZH�SURYLGH�KHDW�WR�WKH
FRQVXPHU������7KH�6ZHGLVK�WHFKQRORJ\�LV�YHU\�DGYDQFHG��PRUH�VR�WKDQ�RXU�RZQ�HTXLSPHQW�LQ�WKLV�ILHOG�����-XGJLQJ�IURP
WKH�WHVW�WXQV�PDGH�ZH�WKLQN�WKDW�WKH�HTXLSPHQW�LV�YHU\�JRRG�������7KH�RXWSXW�DQG�WKH�EHQHILWV�RI�WKH�V\VWHP�ZH�WKLQN�ZLOO
EH�WKH�RQHV�DV�SODQQHGµ
����EXW�WKHUH�DUH�VRPH�SUREOHPV���
$OO�RI�WKH�HQG�XVHUV��KRZHYHU���DOVR�SRLQWV�RXW�D�QXPEHU�RI���PDLQO\���PLQRU�SUREOHPV���$PRQJ
WKHP��QRLVH�OHYHO�RI�SXPSV��ODFN�RI�VSDUH�SDUWV�IRU�WKH�IUHTXHQF\�FRQYHUWHUV��SUREOHPV�ZLWK�WKH
FRPSXWHUL]HG�PRQLWRULQJ�V\VWHP��PDOIXQFWLRQV�LQ�WKH�IRDPLQJ�PDFKLQH��VWLOO�LQDGHTXDWH�WUDLQLQJ�
6RPH�RI�WKH�HQG�XVHU·V�VWDII�KDUERU�FRQVLGHUDEOH�GLVFRQWHQW�DERXW�WKH�6ZHGLVK�HTXLSPHQW�DQG�WKHLU
IXQFWLRQLQJ��7KH�PRVW�VHULRXV�SRLQWV�QRWHG�E\�WKLV�HYDOXDWLRQ�DUH�WKH�IROORZLQJ�
��,Q�D�IHZ�SURMHFWV�VRPH�RI�WKH�SXPSV�YLEUDWH�DQG�VKDNH�DQG�PDNH�WRR�PXFK�QRLVH
��$Q�DFXWH�ODFN�RI�RULJLQDO�VSDUH�SDUWV�LV�D�SUREOHP�H[SHULHQFHG�E\�WHFKQLFLDQV�LQ�DOO�WKH�SURMHFWV�DQG
Z�U�W��PRVW�RI�WKH�6ZHGLVK�HTXLSPHQW��7KLV�LV�QRW�VXUSULVLQJ�IRU�PDQDJHPHQW�SUHIHUUHG�WR�XVH�WKH
DYDLODEOH�FUHGLW�IXQGV�IRU�KDUGZDUH�DW�WKH�H[SHQVH�RI��VSDUH�SDUWV�
��7KHUH�DUH�PDQ\�LQGLFDWLRQV�WKDW�WKH�DPRXQW�RI�WUDLQLQJ�DQG�VXSHUYLVLRQ��LQ�WKH�FRQWUDFWV�ZDV�LQVXIILFLHQW�
7KHUH�ZDV�D�WHPSWDWLRQ�IRU�WKH�HQG�XVHUV�WR�XVH�PRQH\��SRWHQWLDOO\�GHVWLQHG�IRU�WUDLQLQJ�DQG
VXSHUYLVLRQ�SXUSRVHV��WR�LPSRUW�DGGLWLRQDO�HTXLSPHQW�LQ�VWHDG��7RGD\�PDQ\�ZLVK�WKDW�PRUH�KDG�EHHQ
LQFOXGHG�
��,Q�RQH�SURMHFW�IRXU�FRPSXWHUV�ZHUH�GHOLYHUHG�WZR�\HDUV�DKHDG�RI�WKHLU�LQWHQGHG�LQVWDOODWLRQ��PDNLQJ
WKHP�REVROHWH�DOUHDG\�DW�WKH�WLPH�WKH\�ZHUH�SXW�LQ�RSHUDWLRQ�
��,Q�RQH�RI�WKH�SURMHFWV�WRR�VPDOO�YDOYHV�ZHUH�GHOLYHUHG��DQG�WKH\�FDQ�WRGD\�QRW�VDWLVI\�WKHLU�UHJXODWRU\
IXQFWLRQ�
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��$W�OHDVW�RQH�RI�WKH�HQG�XVHUV�LV�QRW�VDWLVILHG�ZLWK�WKH�DIWHU�GHOLYHU\�VHUYLFH�SURYLGHG�E\�WKH�6ZHGLVK
VXSSOLHU���IHHOLQJ�WKDW�WKH\�KDYH�QRW�UHFHLYHG�SURPSW��UHVSRQVH�DQG�KHOS�ZKHQ�QHHGHG��2QH�UHDVRQ�IRU
WKLV�FRXOG�KRZHYHU�EH�WKDW�WKH�6ZHGLVK�VXSSOLHU�EHOLHYHV�WKDW�LWV�REOLJDWLRQV�DV�SHU�FRQWUDFW�KDYH
DOUHDG\�EHHQ�XVHG�XS�
��,Q�RQH�SURMHFW�WKH�FRQWURO�V\VWHP�RI�WKH�ERLOHUV�LV�QRW�IXQFWLRQLQJ�GXH�WR�ODFN�RI�VSDUH�SDUWV�

7KHUH�DUH�YDULHG�UHDVRQV�IRU�WKH�PDOFRQWHQW�ZLWK�GLIIHUHQW�HTXLSPHQW��,W�KDV�QRW�EHHQ�SRVVLEOH�WR
GHWHUPLQH�H[DFWO\�ZKR��LQ�HDFK�SDUWLFXODU�FDVH��LV�LQ�WKH�ULJKW�DQG�ZKR�LV�ZURQJ��$OO�WKLQJV�KDYLQJ�EHHQ
VDLG�DQG�FRQVLGHUHG��,�WHQG�WR�EHOLHYH�WKDW�WKH�VKRUWFRPLQJV�DV�H[SRVHG��DUH�PDUJLQDO�SKHQRPHQD��DQG
WKDW�EDVLFDOO\�WKH�HTXLSPHQW�LV�DSSURSULDWH�DQG�IXQFWLRQV�ZLWKRXW�SUREOHPV��DQG�WKDW�WKH�FULWLFDO�SRLQWV�
WKDW�KDYH�EHHQ�UDLVHG��ODUJHO\�EHORQJ�WR�ZKDW�DUH�QRUPDO�RFFXUUHQFHV�LQ�FRPPHUFLDO�OLIH�

+RZHYHU�WKHUH�DUH�VRPH�SRLQWV�ZKLFK�VHHP�WR�EH�PRUH�VHULRXV�WKDQ�WKH�RWKHUV��DQG�ZKLFK
UDLVH�TXHVWLRQV�QRW�RQO\�DERXW�WKH�FRPSHWHQFH�RI�WKH�&KLQHVH�LPSRUWLQJ�DJHQF\��EXW�DOVR�DERXW�WKH
HIILFLHQF\�DQG�PHDQLQJIXOQHVV�RI�WKH�GRQRU�DJHQF\�V�SODQQLQJ�DQG�QHJRWLDWLQJ�V\VWHPV��$�FDVH�LQ�SRLQW
LV�ZKHQ�ODUJH�DPRXQWV�RI�HTXLSPHQW�ZHUH�VKLSSHG�VHYHUDO�\HDUV�EHIRUH�WKHLU�LQWHQGHG�XVH��,Q�WKH�FDVH�RI
WKH�FRPSXWHUV�VKLSSHG�WR�&KLQD�WZR�\HDUV�DKHDG�RI�WKHLU�SODQQHG�LQVWDOODWLRQ�WKH�VXSSOLHU�V��DQG
SHUKDSV�%,76����SDVVLYHQHVV�Z�U�W��WKLV�IDXOW\��GHOLYHU\��FDQ�EH�GHVFULEHG�DV�FDUHOHVV�RU�HYHQ
LUUHVSRQVLEOH�

'RPHVWLF�YHUVXV�LPSRUWHG�HTXLSPHQW
6RPH�RI�WKH�HTXLSPHQW�SXUFKDVHG�IURP�6ZHGHQ�FRXOG�KDYH�EHHQ�ERXJKW�ORFDOO\�IURP�WKH�&KLQHVH
PDUNHW��*HQHUDOO\�RQH�PXVW�DVVXPH�WKDW�WKH�ORFDO�TXDOLW\�LV�FRQVLGHUDEO\��ORZHU��EXW�LW�ZRXOG�VHHP
OLNHO\�WKDW�LI�WKH�FRPSDQ\�KDG�UHFHLYHG�DQ�XQWLHG�FUHGLW�LQ�PDQ\�FDVHV�LW�ZRXOG�KDYH�SXUFKDVHG
GRPHVWLF�HTXLSPHQW�LQVWHDG�RI�LPSRUWLQJ�LW�IURP�6ZHGHQ��,Q�D�IHZ�FDVHV�WKH�GRPHVWLF�HTXLSPHQW�LV
DFWXDOO\�PDQXIDFWXUHG�E\�D�IRUHLJQ�MRLQW�YHQWXUHV��$�FDVH�LQ�SRLQW�LV�WKH�$OID�/DYDO�MRLQW�YHQWXUH�LQ
6KDQJKDL�ZKLFK�SURGXFHV�YLUWXDOO\�WKH�VDPH�KHDW�H[FKDQJHUV�WKDW�DUH�LPSRUWHG�IURP�6ZHGHQ��,Q
JHQHUDO�RQH�PD\�SHUKDSV�FRQFOXGH�WKDW�WKH�UHDVRQ�IRU�FKRRVLQJ�WKH�6ZHGLVK�HTXLSPHQW�ZDV
WZRIROG��)LUVWO\���TXDOLW\�DQG�SULFH�ZHUH�FRPSHWLWLYH��6HFRQGO\���6ZHGHQ�RIIHUHG�WKH�EHVW�FUHGLW�

&RQFOXVLRQ��(YHQ�WKRXJK��ZLWK�VRPH�H[FHSWLRQV��WKH�6ZHGLVK�HTXLSPHQW�LV�EDVLFDOO\�IXQFWLRQLQJ
DFFRUGLQJ�WR�SODQ���WKH�UHVSHFWLYH�FOLHQWV�DUH�QRW�VDWLVILHG�ZLWK�DOO�WKHLU�SXUFKDVHV��7KHUH�DUH�VHYHUDO
UHDVRQV�IRU�WKLV� �)LUVWO\���LQ�VRPH�FDVHV�WKH�HTXLSPHQW�PD\�QRW�KDYH�KDG�WKH�H[DFW�FRUUHFW�VSHFLILFDWLRQ��WR
VXLW�WKH�FOLHQW�V�QHHGV��6HFRQGO\���WKHUH�PD\�EH�D�PDO�IXQFWLRQ�ZKLFK�QHHGV�WR�EH�DGMXVWHG�RU�UHSDLUHG�
EXW�ZKHUH�ODFN�RI�FORVH�UHODWLRQV�RU�GLVDJUHHPHQWV�EHWZHHQ�VXSSOLHU�DQG�FOLHQW�KDV�SUHYHQWHG�WKLV�IURP
KDSSHQLQJ�LQ�D�SURPSW�IDVKLRQ��7KLUGO\���LW�ZRXOG�VHHP�WKDW�VRPH�RI�WKH�HTXLSPHQW��SUREDEO\�RI�ORZHU
TXDOLW\��FRXOG�KDYH�EHHQ�ERXJKW��LQ�WKH�GRPHVWLF�PDUNHW�DW�PD\EH�OHVV�WKDQ�KDOI�WKH�SULFH��$QG�WKH�RQO\
UHDVRQ�IRU�QRW�GRLQJ�VR�ZDV�EHFDXVH�WKH�FUHGLW�ZDV�WLHG�WR�SXUFKDVHV�LQ�6ZHGHQ�
� ,Q�PRVW�FDVHV�,�WHQG�WR�EHOLHYH�WKDW�WKH�TXDOLW\�DQG�GXUDELOLW\�RI�WKH�LPSRUWHG�HTXLSPHQW�PD\
EH�VR�VXSHULRU�WKDW�LW�EHFRPHV�HFRQRPLFDO�HYHQ�LI�LW�FRVWV�WZLFH�RU�WKULFH�WKH�SULFH�RI�GRPHVWLF
HTXLSPHQW��%XW�VXUHO\��ZH�FDQ�H[SHFW�WKDW�LQ�VRPH�RI�WKH�FDVHV�LW�ZRXOG�UHDOO\�KDYH�EHHQ�PXFK�PRUH
HFRQRPLFDO�WR�EX\�ORFDOO\�SURGXFHG�JRRGV� +RZHYHU��LW�LV�SRVVLEOH�WKDW�LQGLYLGXDO�SURGXFWV�LQ�WKH
FRPSOHWH�'+�SDFNDJHV�GHOLYHUHG�IURP�6ZHGHQ�DUH�QRW�FRPSHWLWLYH��,W�PD\�EH�GLIILFXOW�IRU�WKH�FOLHQW�WR
KDYH�WKH�H[SHUW�NQRZOHGJH�WR�H[WUDFW�VRPH�RI�WKH�HTXLSPHQW�DQG�KDYH�LW�GHOLYHUHG�IURP�RWKHU�VRXUFHV�

(IIHFWV
7KH�HIIHFWV�RI�WKH�SURMHFWV�DUH�
��D�FRQVLGHUDEOH�HQHUJ\�FRQVHUYDWLRQ��LQ�WKH�RUGHU�RI�DURXQG�������EHFDXVH�RI�WKH�FRDO�WKDW�LV�VDYHG

ZKHQ�RQH�ODUJH��KLJKO\�HIILFLHQW�ERLOHU�UHSODFHV�D�PXOWLWXGH�RI�VWRYHV�DQG�VPDOO��LQHIILFLHQW�ERLOHUV
��VDYLQJV�LQ�JDVROLQH�GXH�WR�OHVV�WUDQVSRUWDWLRQ�RI�FRDO�DQG�DVKHV�EHLQJ�QHHGHG
��GUDPDWLF�UHGXFWLRQV�LQ�SROOXWLQJ�SDUWLFXODWH�HPLVVLRQV��SULPDULO\�62���&2��DQG�12[
��D�PRUH�UHOLDEOH�VXSSO\�RI�KHDW�WR�WKH�FLW\�V�LQKDELWDQWV
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��LQFUHDVHG�SRVVLELOLW\�IRU�IXWXUH�H[SDQVLRQ
��UHGXFHG�QHHG�RI�PDNH�XS�ZDWHU�GXH�WR�LQVWDOODWLRQ�RI�KHDW�H[FKDQJHUV�
��FRQWURO�RI�ZDWHU�ZLOO�GHFUHDVH�FRUURVLRQ�LQVLGH�WKH�SLSHV��ZKLFK�ZLOO�OHDG�WR�ORQJHU�QHWZRUN

WHFKQLFDO�OLIHWLPH
��LQVWDOODWLRQ�RI�FRQWURO�YDOYHV�DW�WKH�VXEVWDWLRQV�ZLOO�PDNH�LW�HDVLHU�WR�EDODQFH�WKH�V\VWHP�DQG�JLYH

EHWWHU�WHPSHUDWXUH�FRQWURO�

6LQFH�QRQH�RI�WKH�SURMHFWV�LV�\HW�FRPSOHWHG��RQO\�D�VPDOOHU�SDUW�RI�WKH�H[SHFWHG�HIIHFWV�KDYH�\HW�VWDUWHG
WR�PDQLIHVW�WKHPVHOYHV��7KHUH�LV�KRZHYHU�QRWKLQJ�DW�SUHVHQW�ZKLFK�ZRXOG�LQGLFDWH�WKDW�WKH�HIIHFWV�DV
SODQQHG�ZRXOG�QRW�EH�IRUWKFRPLQJ�RQFH�WKH�SURMHFWV�DUH�FRPSOHWHG�

)LQDQFLDO�DQDO\VLV
1R�ILQDQFLDO�GDWD�ZDV�DYDLODEOH�WR�WKLV�HYDOXDWLRQ�ZKLFK�ZRXOG�SHUPLW�FDOFXODWLRQ�RI�H[�SRVW��ILQDQFLDO
SURILWDELOLW\��+RZHYHU��LW�ZLOO�VXIILFH�ZLWK�JHQHUDO�UHDVRQLQJ�WR�LQGLFDWH�WKDW��PRVW�SUREDEO\��QRQH��RI�WKH
SURMHFWV�ZLOO�EH�DEOH�WR�DFKLHYH�LWV�ILQDQFLDO�WDUJHW��7KLV�LV�VLPSO\�GXH�WR�WKH�IDFW�WKDW�DOO�RI�WKH�SURMHFW
DUH�H[SHULHQFLQJ�GHOD\V�RI�EHWZHHQ�RQH�DQG�WZR�\HDUV���DQG�LW�LV�FOHDU�IURP�WKH�ILQDQFLDO�DQDO\VHV
FDUULHG�RXW�GXULQJ�WKH�DSSUDLVDO�WKDW�VXFK�D�ORQJ�GHOD\�LQ�WKH�SURMHFWV�UHYHQXHV�WR�VWDUW�PDWHULDOL]LQJ
ZRXOG�PDNH�ILQDQFLDO�SURILWDELOLW\�LPSRVVLEOH�WR�DFKLHYH��$QRWKHU��FRQWULEXWLQJ�IDFWRU�LV�WKDW�LQ�VRPH�RI
WKH�SURMHFWV�D�SURPLVHG�UDLVH�LQ�KHDWLQJ�WDULIIV�KDV�QRW�PDWHULDOL]HG��$V�D�UHVXOW�WKH�FRVW�RI�SURGXFLQJ
KHDW�KDV�LQFUHDVHG�PRUH�WKDQ�WKH�UHYHQXHV�FROOHFWHG�

)DOODFLHV�RI�ILQDQFLDO�DQDO\VLV
$QDO\VLV�RI�WKH�ILQDQFLDO�UDWH�RI�UHWXUQ�IRU�D�VWDWH�ILUP�RSHUDWLQJ�LQ�D�UHJXODWHG�HFRQRP\��LV�RI�OLPLWHG
LQWHUHVW��ZKHQ�WD[HV��VXEVLGLHV��WDULIIV�HWF���FDQ�EH�FKDQJHG�DW�DQ\�PRPHQW�E\�D�PHUH�DGPLQLVWUDWLYH�RU
SROLWLFDO�GHFLVLRQ�RQ�SDUW�RI�WKH�JRYHUQPHQW��,Q�VXFK�DQ�HQYLURQPHQW��WKH�ILQDQFLDO�UDWH�RI�UHWXUQ
EHFRPHV�XQUHOLDEOH�DV�D�PHDVXUH�RI�WKH�VWUHQJWK�DQG�TXDOLW\�RI�D�FRPSDQ\�V�RSHUDWLRQ��2QH�VKRXOG
WKHQ�EH�PRUH�FRQFHUQHG�ZLWK�WKH�HFRQRPLF��DQDO\VLV�RI�WKH�SURMHFW��EHFDXVH�LW�LV�WKH�SURMHFW�V�HFRQRPLF
SURILWDELOLW\��ZKLFK�LV�WKH�FRUUHFW�FULWHULXP�ZKHWKHU�RU�QRW�D�SURMHFW�LV�ZRUWK�ZKLOH�DQG�GHVLUDEOH�

7KH�ILQDQFLDO�UDWH�RI�UHWXUQ�LQ�WKHVH�SURMHFWV�LV�LPSRUWDQW�PDLQO\�EHFDXVH�LW�ZLOO�GHFLGH�ZKHWKHU�RU�QRW
WKH�SURMHFW�FDQ�EH�ILQDQFHG�LQ�WKH�FRPPHUFLDO�PDUNHW��RU�ZKHWKHU�LW�QHHGV�VXEVLGLHV�E\�ZD\�RI�H��J�
GRPHVWLF�RU�IRUHLJQ�FRQFHVVLRQDU\�FUHGLWV��7KH�GRQRU�DJHQFLHV�WRGD\�GHYRWH�D�FRQVLGHUDEOH�HIIRUW�WR
ILQDQFLDO�DQDO\VLV�EHFDXVH�RI�WKH�GHPDQGV�SRVHG�E\�WKH�2(&'���,Q�RUGHU�WR�GHWHUPLQH�WKDW�WKH�+HOVLQNL
DFFRUG�UXOHV�DUH�EHLQJ�IROORZHG��DQG�WR�PDNH�D�FRQFHVVLRQDU\�FUHGLW�OHJLWLPDWH�WKH�GRQRU�LV�REOLJHG�WR
FDUU\�RXW�FRPSUHKHQVLYH�DQDO\VLV�RI�D�SURMHFW�V�ILQDQFLDO�YLDELOLW\�DQG�RI�LWV�FDVK�IORZ�

$Q�LQWHUHVWLQJ�GLIIHUHQFH�EHWZHHQ�WKH�:RUOG�%DQN��DQG�WKH�6ZHGLVK�'+�SURMHFWV�LV�WKDW WKH�%DQN�ZLOO
RQO\�VXSSRUW��SURMHFWV�ZKLFK�DUH�FRPPHUFLDOO\�YLDEOH��ZKLOH�ELODWHUDOV�OLNH�6ZHGHQ��EHFDXVH
FRQFHVVLRQDU\�ILQDQFLQJ�LV�UHVWULFWHG�E\��WKH�2(&'�µ+HOVLQNL�UXOHVµ��DUH�QRW�DOORZHG��WR�FKRRVH
FRPPHUFLDOO\�YLDEOH�SURMHFWV��7KLV�GLIIHUHQFH�KDV�D�VLJQLILFDQW�HIIHFW�RQ�WKH�ZD\�SURMHFWV�DUH�PDQDJHG
DQG�DQDO\]HG��:KLOH�WKH�%DQN�PXVW�LQVLVW�WKDW�ILQDQFLDO�WDUJHWV�DUH�DFKLHYHG���D�ELODWHUDO�GRQRU�FDQ
DFFHSW�D�PXFK�ZLGHU�µPDUJLQ�RI�LQHIILFLHQF\µ��IRU�KLV�PDLQ�FRQFHUQ�LV�WKDW�WKH�SURMHFW�LV�HFRQRPLFDOO\
YLDEOH��7KHUH�KDV�EHHQ�QR�FRRSHUDWLRQ�ZKDWVRHYHU��QRU�DQ\�H[FKDQJH�RI�LQIRUPDWLRQ��EHWZHHQ�WKH�%DQN
DQG�6LGD�LQ�WKH�DUHD�RI�GLVWULFW�KHDWLQJ��7KLV�LV�FOHDUO\�XQVDWLVIDFWRU\

+LJKO\�SURILWDEOH�HFRQRPLFDOO\
$OO�WKH�SURMHFWV�DUH�KLJKO\�SURILWDEOH�IURP�DQ�HFRQRPLF�SRLQW�RI�YLHZ���,QWXLWLYHO\�WKLV�LV�HDV\�WR
XQGHUVWDQG�EHFDXVH��E\�JHQHUDWLQJ�KHDW�LQ�ODUJH�HIILFLHQW�ERLOHUV�WKDW�UHSODFH�D�PXOWLWXGH�RI�VPDOOHU
LQHIILFLHQW�ERLOHUV��YHU\�ODUJH�VDYLQJV�FDQ�EH�UHDOL]HG�LQ�FRDO�FRQVXPSWLRQ��DQG�LQ�UHGXFHG�JDVROLQH
FRQVXPSWLRQ�EHFDXVH�RI�UHGXFHG�QHHG�IRU�WUDQVSRUWDWLRQ�RI�FRDO�DQG�DVKHV�WKURXJK�WKH�FLW\���
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)XUWKHUPRUH���LQ�WKH�FDVH�RI�DQ�DOUHDG\�H[LVWLQJ�SRZHU�SODQW�ZKLFK�LV�FRQYHUWHG�WR�D�FR�JHQHUDWLRQ
SODQW���WKH�'+�V\VWHP�LQ�HIIHFW�PDNHV�XVH�RI�D�IUHH�UHVRXUFH��QDPHO\�ZDVWH�HQHUJ\��ZKLFK�LQ�WKH
DEVHQFH�RI�D�'+�VROXWLRQ�ZRXOG�EH�MXVW�HPLWWHG�XQXVHG�LQWR�WKH�DLU���$V�D�UHVXOW�WKHUH�DUH�GUDPDWLF
UHGXFWLRQV�DFKLHYHG�LQ�HPLVVLRQV�RI�SROOXWDQWV��DQG�WKH�HFRQRPLF�VDYLQJV�RI�WKH�SURMHFWV�FDQ�EH
H[SHFWHG�WR�EH�HQRUPRXV��7KHVH�HFRQRPLF�EHQHILWV�DUH�RI�VXFK�PDJQLWXGH�WKDW�WKHLU�HFRQRPLF
SURILWDELOLW\�FDQ�QRW�EH�WKUHDWHQHG�E\�WKH�SURMHFWV�VXIIHULQJ�WKLV�RU�WKDW�WHFKQRORJLFDO�VHW�EDFN�RU
EHFDXVH�LW�LV�LPSOHPHQWHG�ZLWK�RQH�RU�HYHQ�D�IHZ�\HDUV�GHOD\��,Q�D�UHFHQW�:RUOG�%DQN�'+�SURMHFW
LQ�:HLKDL�DQG�<DQWDL�GLVWULFWV��WKH�HFRQRPLF�UDWH�RI�UHWXUQ��IURP�WKH�VDYLQJV�LQ�HQHUJ\�DORQH��ZDV
FDOFXODWHG�WR�EHWZHHQ����DQG������GHSHQGLQJ�RQ�DVVXPSWLRQ�PDGH��7KH�GUDPDWLF�UHGXFWLRQV�LQ
SROOXWLRQ�FDQ�DOVR�EH�H[SHFWHG�WR�KDYH�D�FRQVLGHUDEOH�HIIHFW�RQ�SHRSOHV���KHDOWKV� �-XGJLQJ�E\�YDULRXV
:RUOG�%DQN�VWXGLHV��WKH�HFRQRPLF�UDWH�RI�UHWXUQ�FRXOG�EH�LQ�WKH�RUGHU�RI�D�IHZ�KXQGUHG�SHU�FHQW
ZKHQ�KHDOWK�DQG�PRUWDOLW\�HIIHFWV�DUH�LQFOXGHG�LQ�WKH�DQDO\VLV�

,W�GHVHUYHV�WR�EH�SRLQWHG�RXW�WKDW�WKH�EXON�RI�WKH�EHQHILWV�IURP�LQWURGXFLQJ�LPSRUWHG�'+
WHFKQRORJ\��ZRXOG�EH�UHDSHG�DOVR�LQ�SURMHFWV�UHO\LQJ�H[FOXVLYHO\�RQ�&KLQHVH�WHFKQRORJ\��,PSRUWHG��
DGYDQFHG�WHFKQRORJ\�FDQ�PDNH�WKHVH�JDLQV�ELJJHU��EXW�DUH�QRW�D�FRQGLWLRQ�

(QYLURQPHQW
$OO�ILYH�SURMHFW�DUH�H[SHULHQFLQJ�FRQVLGHUDEOH�GHOD\V�LQ�WKHLU�LPSOHPHQWDWLRQ��DQG�FRQVHTXHQWO\�PRVW�RI
WKH�HQYLURQPHQWDO�JDLQV�KDYH�QRW�\HW�PDWHULDOL]HG�DV�PDQ\�RI�WKH�ROG�ORFDO�ERLOHUV�DUH�VWLOO�LQ�RSHUDWLRQ�

7KLV�KRZHYHU�GRHV�QRW�FKDQJH�WKH�IDFW�WKDW��ZKHQ�FRPSOHWHG��WKH�UHGXFWLRQV�LQ�HPLVVLRQV�RI
SROOXWDQWV�GXH�WR�WKHVH�ILYH�SURMHFWV�ZLOO�EH�GUDPDWLF��DQG�WKHUH�FDQ�EH�QR�GRXEW�WKDW�WKH�EHQHILWV�WR�WKH
HQYLURQPHQW�DV�ZHOO�DV�WR�3HRSOHV��KHDOWKV�ZLOO�EH�HTXDOO\�GUDPDWLF��,Q�WZR�UHFHQW�SURMHFWV�VXSSRUWHG�E\
WKH�:RUOG�%DQN�WKH�UHGXFWLRQ�LQ�62��HPLVVLRQV�ZDV�HVWLPDWHG�WR�EH�������DG�WKH�UHGXFWLRQ�RI�763���
����)URP�ZKDW�EH�VHHQ�WRGD\�WKHUH�ZLOO�EH�QR�SUREOHP�WR�UHDFK�WKH�HQYLURQPHQWDO�WDUJHWV�RI�WKH
3URMHFW���7KH�RQO\�HQYLURQPHQWDO�SUREOHP�ZKLFK�DW�SUHVHQW�GRHV�QRW�KDYH�D�UHDG\�VROXWLRQ�LV�WKH�QRLVH
OHYHO�LQ�VRPH�RI�WKH�SXPS�VWDWLRQV�ORFDWHG�LQ�UHVLGHQWLDO�DUHDV�

(TXDOLW\��3RYHUW\�RULHQWDWLRQ
1RQH�RI�WKH�SURMHFWV�DUH�VHHQ�DV�HVSHFLDOO\�IDYRULQJ�DQ\�SDUWLFXODU�JURXS�LQ�VRFLHW\��DQG�LW�LV�EDVLFDOO\
DVVXPHG�WKDW�WKH\�ZLOO�XQLIRUPO\�EHQHILW�DOO�WKH�LQKDELWDQWV�LQ�WKH�UHVSHFWLYH�FLWLHV�

,W�LV�FRQFHLYDEOH�WKDW��RQ�DYHUDJH��D��VPDOOHU�SURSRUWLRQ�RI�SRRUHU�JURXSV�OLYH�LQ�EXLOGLQJV�WKDW
DUH�SRVVLEOH�WR�FRQQHFW�WR�GLVWULFW�KHDWLQJ�WKDQ�ULFKHU�JURXSV��,I�WKLV�LV�WKH�FDVH�ZH�RQH�FRXOG�FODLP�WKDW
WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LV�ELDVHG�DJDLQVW�SRRUHU�JURXSV��DQG�WKDW��LQWURGXFLQJ�GLVWULFW�KHDWLQJ
LQ�WKH�FLWLHV�ZLOO�IDYRU��ULFKHU��FLW\�LQKDELWDQWV�DW�WKH�H[SHQVH�RI�WKH�SRRUHU��FRXQWU\�GZHOOHUV�

,Q�D�UHFHQW�VWXG\�RQ�&KLQD�V�HQYLURQPHQW��KRZHYHU��WKH�:RUOG�%DQN�IRXQG�WKDW�DV�ZDJHV�ULVH
WKH�SROOXWLRQ�GHQVLW\�RI�VXVSHQGHG�SDUWLFOHV�IDOOV���DQG�WKDW�SRRU�FLWLHV�KDYH�KLJKHU�HPLVVLRQV�RI�VXOIXU
GLR[LGH�WKDQ�ULFK�FLWLHV��7KH�IROORZLQJ�H[SODQDWLRQV�ZHUH�JLYHQ��)LUVWO\���HQYLURQPHQWDO�UHJXODWLRQV�DUH
VWULFWHU�LQ�ULFKHU�DUHDV�EHFDXVH�WKH\�FRQWDLQ�EHWWHU�HGXFDWHG�FLWL]HQV��ZKR�DUH�PRUH�FRQFHUQHG�DQG
EHWWHU�LQIRUPHG�DERXW�WKH�HQYLURQPHQW��DQG�DOVR�UHDG\�DQG�FDSDEOH�RI�GHIHQGLQJ�WKHLU�LQWHUHVWV�
6HFRQGO\���SURGXFWLRQ�LQ�ORZ�ZDJH�FRPPXQLWLHV�JHQHUDWHV�PRUH�SROOXWLRQ�EHFDXVH�LQGXVWULDO�IDFLOLWLHV
ZLWK�XQVNLOOHG�ZRUNHUV�DUH�JHQHUDOO\�OHVV�HIILFLHQW�DQG�SURGXFH�PRUH�ZDVWH��DQG�7KLUGO\���GHPDQG�LQ
KLJK�LQFRPH�PDUNHWV�WHQG�WR�IDYRU�SURGXFWV�ZKRVH�SURGXFWLRQ�JHQHUDWHV�OHVV�SROOXWLRQ�

*HQGHU��'HPRFUDF\�DQG�,QGHSHQGHQFH
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFWV��GLUHFW�QRU�LQGLUHFW���RQ�JHQGHU��GHPRFUDF\��RU
LQGHSHQGHQFH��HPDQDWLQJ�IRUP�WKH�'+�SURMHFWV�

'HPRQVWUDWLRQ�HIIHFW
$Q�H[SOLFLW�REMHFWLYH�RI�WKH�ILUVW�WZR�GLVWULFW�KHDWLQJ�SURMHFWV�VXSSRUWHG�E\�%,76��'DOLDQ�DQG�7DL\XDQ�
ZDV�WKDW�WKH�SURMHFW�VKRXOG�EHFRPH�D�GHPRQVWUDWLRQ�FDVH���ZKLFK�ZRXOG�VKRZ�WKRVH�RWKHU�&KLQHVH�FLWLHV
FRQWHPSODWLQJ�WKH�LQWURGXFWLRQ�RI�D�PRGHUQ�'+�V\VWHP��WKH�IHDVLELOLW\�RI�PL[LQJ�DGYDQFHG�WHFKQRORJ\
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LPSRUWHG�IURP�DEURDG�ZLWK�&KLQHVH�SURGXFHG�HTXLSPHQWV�DFFRXQWLQJ�IRU�WKH�EXON�RI�WKH�LQYHVWPHQW�
*LYHQ�WKH�GHOD\V�H[SHULHQFHG�E\�WKH�SURMHFWV��DQG�JLYHQ�WKH�XQFHUWDLQW\�WKDW�VHHPV�WR�H[LVW�UHJDUGLQJ
WKH�SRVVLELOLW\�RI�FKHDSHU�GRPHVWLF�HTXLSPHQW�UHSODFLQJ��VRPH�RI�WKH�6ZHGLVK�HTXLSPHQW���,�GR�QRW
EHOLHYH�WKDW�RQH�FDQ�VD\�WKDW�WKLV�REMHFWLYH�KDV�EHHQ�DFKLHYHG��$W�OHDVW�QRW�\HW�

6LGD�V�LQWHUYHQWLYH�DQG�FRQWUROOLQJ�UROH
6LGD�LQ�DOO�RI�WKH�'+�KHDWLQJ�SURMHFWV�LQ�&KLQD�KHOG�D�UDWKHU�KLJK�SURILOH�LQ�DQDO\]LQJ�WKH�SURMHFWV��DQG
UHFRPPHQGLQJ��RU�HYHQ�UHTXHVWLQJ��WKH�ORDQ�WDNHUV��FRPSOLDQFH�RQ�YDULRXV�SRLQWV��,Q�PDQ\��LQVWDQFHV�LW
VHHPV�WKDW�WKH�HQG�XVHUV�KHHGHG�WKH�DGYLFH�JLYHQ��%,76�V�SURMHFW�GHFLVLRQ�GRFXPHQWV�ZHUH�JHQHUDOO\�RI
KLJK�TXDOLW\��7KH�UHDVRQV�IRU�6LGD�V�DFWLYH�UROH�ZHUH�
��7KH�PXQLFLSDO�KHDWLQJ�FRPSDQLHV�LQ��&KLQD��ZHUH�QRW�VHHQ�WR�EH�FDSDEOH�WR�QHJRWLDWH�VXFFHVVIXOO\�D
WHFKQRORJLFDOO\�FRPSOLFDWHG�FRQWUDFW�ZLWK�D�IRUHLJQ�VXSSOLHU�
��1RU�ZDV�WKH�PLQLVWU\�LQ�%HLMLQJ�VHHQ�DV�FRPSHWHQW�LQ�DVVHVVLQJ�WHFKQRORJLFDOO\�DGYDQFHG�SURMHFWV�RU�WR
JXDUDQWHH�D�VXFFHVVIXO�LPSOHPHQWDWLRQ�LQ�WKH�FDVH�RI�QHZ�DQG�LQH[SHULHQFHG�HQG�XVHUV��OLNH�WKH
PXQLFLSDO�'+�FRPSDQLHV�
��6LGD�FRXOG�QRW�H[SHFW�WKH�6ZHGLVK�VXSSOLHUV�WR�WDNH�UHVSRQVLELOLW\�IRU�WKH�SURMHFWV�WR�EH�ZHOO�EDODQFHG
LQ�WHUPV�RI�QHHGV�IRU�LPSRUW���DQG�WKDW�µDSSURSULDWH�WHFKQRORJ\µ�ZRXOG�EH�LPSRUWHG�UDWKHU�WKDQ�MXVW
WKH�ODWHVW�WHFKQRORJ\�
��7KH�FOLHQWV�ZHUH�QRW�VHHQ�DV�DEOH�WR�SUHSDUH�DSSUDLVDO�UHSRUWV�RI�VXIILFLHQWO\�KLJK�VWDQGDUG�
��%HFDXVH�WKH�&KLQHVH�'+�FRPSDQLHV�ZHUH�VHHQ�DV�RYHUO\�IRFXVLQJ�RQ�WKH�KDUG�ZDUH�SDUW�RI�D�FRQWUDFW
DQG�KHVLWDQW�WR�XVH�WKH�IXQGV�WR�SD\�IRU�VRIW�ZDUH�E\�ZD\�RI�VXSHUYLVLRQ�DQG�WUDLQLQJ���6LGD�IRXQG�LWVHOI
REOLJHG�WR�DFWLYHO\�FRQWURO�WKDW�VXFK�LWHPV�ZHUH�DOZD\V�SUHVHQW�LQ�WKH�FRQWUDFW�DQG�LQ�VXIILFLHQW
DPRXQWV�

6LGD�V��LQWHUYHQWLYH�UROH�LQ�WKH�SURMHFW�FDQ�EH�VHHQ�DV�D�EDODQFH�DFW�EHWZHHQ�EHLQJ�D�FRQWUDFW�ILQDQFLHU
DQG�D�UHJXODU�SURMHFW�ILQDQFLHU��7KHUH�ZDV�D�GHEDWH�ZLWKLQ�%,76�RQ�ZKHWKHU�RU�QRW��LQ�&KLQD��WKH\
VKRXOG�PRGLI\�WKHLU�WUDGLWLRQDO�UROH�ZKLFK�LV�WR�OHDYH�DOO��SODQQLQJ�DV�ZHOO�DV�LPSOHPHQWDWLRQ�WR�WKH
FRQWUDFWLQJ�SDUWLHV�DQG�JHQHUDOO\�WR�DEVWDLQ�IURP�DQ\�LQYROYHPHQW�LQ�WKH�GHVLJQ�RI�D�SURMHFW��,Q�WKH
RSLQLRQ�RI�WKLV�HYDOXDWLRQ�6LGD�KDV�PDQDJHG�WKLV�EDODQFH�DFW�YHU\�ZHOO�

3RVVLEOH�V\VWHP�IDLOXUH
,Q�VSLWH�RI�LWV�DFWLYH�FRQWURO��LQ�DW�OHDVW�RQH�RI�WKH�SURMHFWV�6LGD�FDQ�EH�FULWLFL]HG�IRU�IDLOLQJ�WR��GHWHFW
PDMRU�VKRUWFRPLQJV��QDPHO\�WKH�6ZHGLVK�HTXLSPHQW�ZKLFK�ZDV�VKLSSHG�WZR�\HDUV�EHIRUH�LWV�LQWHQGHG
XVH��,Q�WKH�FDVH�RI�WKH�FRPSXWHUV��WKH\�ZHUH�JURVVO\�RXWGDWHG���DQG�RYHUSULFHG�����E\�WKH�WLPH�WKH\�ZHUH
ILQDOO\�LQVWDOOHG�LQ�WKH�SURMHFW��2QH�JHWV�WKH�LPSUHVVLRQ�WKDW�WKH�FOLHQW�ZDV�UXVKHG�LQWR�DFFHSWLQJ�DQ
LPPHGLDWH�GHOLYHU\�LQ�RUGHU�QRW�WR�ORRVH�WKH�RSSRUWXQLW\�RI�6ZHGLVK�FRQFHVVLRQDU\�ILQDQFLQJ��&RXOG�LW
EH�D�V\VWHP�IDLOXUH�RI�WKH�6ZHGLVK�FUHGLW�VFKHPH��LQ�WKH�VHQVH�WKDW�LW�GRHV�QRW�FRQWDLQ�DQ�HDV\
PHFKDQLVP�IRU�SDUW�GHOLYHULHV�WR�EH�SRVWSRQHG�WR�D�ODWHU�GDWH"���7KH�6ZHGLVK�VXSSOLHU�DOVR�FRPHV�RXW�DV
D�YLFWLP��7KHUH�ZDV�REYLRXVO\�QR�JDLQ�IRU�KLP�WR�GHOLYHU�D�V\VWHP�ZKLFK�LV�RXW�RI�GDWH�E\�WKH�WLPH�LW�LV
LQVWDOOHG��%XW�WKLV�LV�ZKDW�KDSSHQHG��DQG�DV�D�UHVXOW�DOVR�WKH�6ZHGLVK�VXSSOLHU�PD\�VXIIHU�FRPPHUFLDOO\
ZKHQ�WKH�FOLHQW�EHFRPHV�DZDUH�WKDW�KLV�FRPSXWHU�V\VWHP�LV�RXWGDWHG�DOUHDG\�IURP�WKH�VWDUW�

9LRODWLRQ�RI�6LGD�V�HQHUJ\�SROLF\
7KH�GHFLVLRQ�RQ�SDUW�RI�6ZHGHQ�WR�ILQDQFH�GLVWULFW�KHDWLQJ�SURMHFWV�LQ�&KLQD�GRHV�QRW�FRPSO\�ZLWK�RQH
IXQGDPHQWDO�UHTXLUHPHQW�RI�6LGD�V�SROLF\�RQ�DLG�LQ�WKH�ILHOG�RI�HQHUJ\��QDPHO\�WKDW�QR�DLG�VKRXOG�EH
JLYHQ�WR�FRXQWULHV�WKDW�LQFUHDVH�LWV�FRDO�GHSHQGHQF\�� ,PSURYLQJ�WKH�FRXQWU\�V�HQHUJ\�HIILFLHQF\�WRGD\
VWDQGV�RXW�DV�WKH�JRYHUQPHQW�V�PDLQ��HQYLURQPHQWDO�SURWHFWLRQ�VWUDWHJ\�LQ�LWV�ILJKW�WR�UHGXFH�DLU
SROOXWLRQ�DQG�VWRS�LQFUHDVHV�LQ�JUHHQ�KRXVHV��JDV�HPLVVLRQV��+RZHYHU��IRU�FRPSHOOLQJ�HFRQRPLF�UHDVRQV�
FRDO�ZLOO�UHPDLQ�WKH�RQO\�HFRQRPLFDO�RSWLRQ�IRU�PRVW�RI�&KLQD�V�FLWLHV��6LQFH�WKLV�HYDOXDWLRQ�KDV�IRXQG
WKH�GLVWULFW�KHDWLQJ�SURMHFWV�WR�EH�KLJKO\�EHQHILFLDO�IRU�WKH�FRXQWU\��RXU�FRQFOXVLRQ�LV�WKDW�WKHUH�LV
VRPHWKLQJ�ZURQJ�ZLWK�6LGD�V�HQHUJ\�SROLF\��DW�OHDVW�LQ�WKH�IRUP�WKDW�LW�LV�WRGD\�ZULWWHQ�
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5HSRUWLQJ�UHTXLUHPHQW
,Q�QRQH�RI�WKH�ILYH�SURMHFWV�KDV�DQ\�RI�WKH�FRQWUDFWLQJ�SDUWLHV���QHLWKHU�WKH�VHOOHU�QRU�WKH�EX\HU���
FRPSOLHG�ZLWK�WKH�FRQWUDFWXDO�REOLJDWLRQ�WR�SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW�VL[�PRQWKV�DIWHU
FRPPLVVLRQLQJ�RI�WKH�SURMHFW�

*(1(5$/��6800$5<��2)��($&+�2)�7+(���352-(&76�

'$/,$1
&ODLPV�ZHUH�PDGH�WKDW�VRXQG�SURFXUHPHQW�UXOHV�KDG�EHHQ�YLRODWHG��EXW�QRQH�RI�WKH�DOOHJHG�IDXOWV�VHHP
WR�KDYH�EHHQ�RI�D�VHULRXV�QDWXUH�

$OO�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG�DQG�WKH�FRPSDQ\��VWDWHV�WKDW�TXDOLW\�DQG�IXQFWLRQV�DUH�LQ
DFFRUGDQFH�ZLWK�WKH�FRQWUDFW��+RZHYHU�WKHUH�LV�GLVFRQWHQW�DPRQJ�VRPH�RI�WKH�FOLHQW�V�HQJLQHHUV��DERXW
VRPH�RI�WKH�6ZHGLVK�HTXLSPHQW�DQG�LWV�IXQFWLRQLQJ���WKH�PDJQHWLF�IOXYLRJUDSKV�DWWDFKHG�WR�WKH�KHDW
H[FKDQJHUV�DUH�QRW�IXQFWLRQLQJ����RLO�JDXJH�RI�WKH�ZDWHU�FLUFXODWLRQ�SXPS�LV�OHDNLQJ����WKH�SXPSV�YLEUDWH
DQG�VKDNH�DQG�PDNH�WRR�PXFK�QRLVH����WKH�WUDLQLQJ�RI�WKH�&KLQHVH�WHFKQLFLDQV�LQ�6ZHGHQ�GLG�QRW�JHW
WKH�HIIHFWV�H[SHFWHG��DV�WKH\�DUH�QRW�DEOH�WR�LQGHSHQGHQWO\�WDNH�UHVSRQVLELOLW\�IRU�PDLQWHQDQFH�DQG
FRPPLVVLRQ��DQG���WKHUH�LV�D�ODFN�RI�VSDUHV�IRU�SDUWV�WKDW�EUHDN�RU�ZHDU�GRZQ�IDVW��7KHUH�DUH�DOVR
LQGLFDWLRQV�WKDW�WKH�DPRXQW�RI�WUDLQLQJ�DQG�VXSHUYLVLRQ��LQ�WKH�FRQWUDFW�ZDV�LQVXIILFLHQW�

$Q�LPSRUWDQW�UHDVRQ�IRU�EX\LQJ�WKH�6ZHGLVK�HTXLSPHQW�ZDV�WKDW�WKH�FRPSDQ\�ZDV�RIIHUHG�D
6ZHGLVK�FRQFHVVLRQDU\�FUHGLW��EXW�RQH�PXVW�FRQVLGHU�WKDW�LI�WKHVH�FRPSDQLHV�ZHUH�FRPSOHWHO\
DXWRQRPRXV�Z��U�W��ORQJ�UXQ�SURILWV�DQG�ORVVHV��SHUKDSV�WKH\�ZRXOG�EH�PRUH�TXDOLW\�RULHQWHG���DQG
ZLOOLQJ�WR�SD\�D�KLJKHU�SULFH�IRU�KLJKHU�TXDOLW\��NQRZLQJ�WKDW�WKLV�VWUDWHJ\�ZRXOG�LQ�WKH�HQG�WXUQ�RXW�WR
EH�WKH�PRVW�HFRQRPLF�RQH�

$OWKRXJK�LW�ZDV�QRW�SRVVLEOH�WR�KDYH�DFFHVV�WR�ILQDQFLDO�GDWD�ZKLFK�SHUPLW�FDOFXODWLRQ�RI�H[�SRVW
SURILWDELOLW\��LW�LV�HQWLUHO\�FOHDU�WKDW�ILQDQFLDO�WDUJHWV�LQ�WKLV�SURMHFW�FDQ�QRW�KDYH�EHHQ�PHW��7KLV�LV
EHFDXVH�WKH�SURMHFW�LV�H[SHULHQFLQJ�D�WZR�\HDU�GHOD\��DQG�DOVR�WKDW�DQ�H[SHFWHG�WDULII�FKDQJH�VWLOO�KDV�QRW
PDWHULDOL]HG��7KH�ILQDQFLDO�GHILFLW�LQ�KHDW�GHOLYHU\�FDQ�WRGD\�EH�FRPSHQVDWHG�E\�SURILWV�UHDOL]HG�LQ
HOHFWULFLW\�VDOHV�ZKLFK�LV�WKH�FRPSDQ\�V�RWKHU�EUDQFK�RI�EXVLQHVV��7KH�HFRQRPLF�VDYLQJV�WR�VRFLHW\
EHFDXVH�RI�WKLV�GLVWULFW�KHDWLQJ�SURMHFW�DUH�YHU\�ODUJH�DV�DUH�WKH�EHQHILFLDO�HIIHFWV��RQ�HQYLURQPHQW���$Q
LQFOXVLRQ�RI�KHDOWK�IDFWRUV�LQ�WKH�HFRQRPLF�DQDO\VLV�ZRXOG�LQFUHDVH�HFRQRPLF�SURILWDELOLW\��FRQVLGHUDEO\
RYHU�WKH�DOUHDG\�KLJK�OHYHO�IRXQG�LQ�WKH�DSSUDLVDO�VWXG\��%HFDXVH�WKH�SURMHFW�LV�H[SHULHQFLQJ�D
FRQVLGHUDEOH�GHOD\��PRVW�RI�WKH�HQYLURQPHQWDO�HIIHFWV�KDYH�QRW�\HW�PDWHULDOL]HG��7KLV�KRZHYHU�GRHV
QRW�FKDQJH�WKH�IDFW�WKDW�WKH�HQYLURQPHQWDO�EHQHILWV�RI�WKLV�SURMHFW���ZKLFK�ZLOO�PDQLIHVW�WKHPVHOYHV�DV
LPSOHPHQWDWLRQ�SURJUHVVHV����DUH�HQRUPRXV��%HFDXVH�RI�VHYHUDO��PLQRU��SUREOHPV�WKDW�KDYH�DIIOLFWHG�WKH
SURMHFW��EXW�PDLQO\�EHFDXVH�RI�WKH�GHOD\�H[SHULHQFHG�LW�ZRXOG�EH�KDUG�WR�FODLP�WKDW�WKH�REMHFWLYH�RI�WKH
SURMHFW�EHFRPLQJ�D�GHPRQVWUDWLRQ�SURMHFW��KDV�EHHQ�DWWDLQHG��%XW�SHUKDSV�LW�LV�QRW�WRR�ODWH�\HW�

7$,<8$1
2QH�RI�WKH�6ZHGLVK�ELGGHUV�ZLWKGUHZ�IURP�WKH�UDFH�GXH�WR�D�GLIIHUHQFH�LQ�RSLQLRQ�ZLWK�WKH�&KLQHVH
FOLHQW�UHJDUGLQJ�WKH�DSSURSULDWHQHVV�RI�WXUQ�NH\�GHOLYHU\��WDNLQJ�WKH�SRVLWLRQ�WKDW�LI�LW�FRXOG�QRW
LQIOXHQFHG�WKH�GHVLJQ�RI�WKH�SURMHFW�LW�ZDV�QRW�ORJLFDO�IRU�WKH�VXSSOLHU�WR�VKRXOGHU�D�WXUQ�NH\
UHVSRQVLELOLW\�IRU�WKH�RXWFRPH�RI�WKH�SURMHFW�

6LQFH�WKH�SURMHFW�KDV�QRW�\HW�UHDFKHG�LWV�GHVLJQ�FDSDFLW\��WKH�SHUIRUPDQFH�RI�VRPH�RI�WKH
6ZHGLVK�HTXLSPHQW�FDQ�QRW�\HW�EH�WHVWHG��6R�IDU����RI�WKH����VXEVWDWLRQV�KDYH�EHHQ�HTXLSSHG��1RQH�RI
WKH�VWDWLRQV�KDYH�\HW�EHHQ�FRQQHFWHG�WR�WKH�FRPSXWHU�V\VWHP��$W�WKH�HQG�RI�������ZLWK�D�KHDWHG�IORRU
DUHD�RI�DERXW�����PLOOLRQ�VTP��DQG�����ERLOHU�KRXVHV�GLVPRXQWHG���LW�LV�FDOFXODWHG�WKDW���������WRQV�RI
FRDO�DUH�VDYHG�DQQXDOO\���DV�ZHOO�DV�����WRQV�RI�JDVROLQH�
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(YHQ�WKRXJK�DOO�RI�WKH�6ZHGLVK�HTXLSPHQW�LV�EDVLFDOO\�IXQFWLRQLQJ�DFFRUGLQJ�WR�SODQ���WKH
FOLHQW�LV�QRW�VDWLVILHG�ZLWK�DOO�SXUFKDVHV��)RXU�FRPSXWHUV��ZKLFK�DFFRUGLQJ�WR�SODQ�ZHUH�WR�EH�LQVWDOOHG�DW
WKH�HQG�RI�������ZHUH�GHOLYHUHG�DW�WKH�HQG�RI�������L�H�WZR�\HDUV�DKHDG�RI�SODQQHG�LQVWDOODWLRQ��:KHQ
WKH\�ZHUH�LQVWDOOHG�LQ�1RYHPEHU������WKH\�ZHUH�FRPSOHWHO\�RXWGDWHG��$FFRUGLQJ�WR�RULJLQDO�SODQ�WKH
SURMHFW�ZRXOG�KDYH�XVHG�D�FDEOH�DV�FRQQHFWLRQ�EHWZHHQ�WKH�FRQWURO�VWDWLRQ�DQG�WKH�VXE�VWDWLRQV��EXW�IRU
FRVW�UHDVRQV�LW�ZDV�GHFLGHG��LQ������WR�XVH�WKH�SXEOLF�WHOHSKRQH�V\VWHP�LQVWHDG���7KLV��DW�OHDVW�SDUWO\�
H[SODLQV�WKH�GHOD\�LQ�LQVWDOOLQJ�WKH�FRQWURO�V\VWHP��,Q�WKH�FRPSDQ\�V�RSLQLRQ�WKH�SUREOHP�ZLWK�WKH�WRR
VPDOO�YDOYHV�LV�D�VHULRXV�RQH��DV�WKH�YDOYHV�FDQ�QRW�VDWLVI\�LWV�UHJXODWRU\�IXQFWLRQ��7KH�YDOYHV�DUH�WRGD\
QRW�SHUIRUPLQJ�WKHLU�LQWHQGHG�IXQFWLRQ��DQG�LW�LV�WKH�VDPH�VLWXDWLRQ�LQ�DOO�WKH�VXEVWDWLRQV� 7KH�FRPSDQ\
LV�QRW�VDWLVILHG�ZLWK�WKH�DIWHU�GHOLYHU\�VHUYLFH�SURYLGHG�E\�WKH�6ZHGLVK�VXSSOLHU��2Q�VHYHUDO�RFFDVLRQV
WKHUH�KDYH�EHHQ�D�GLIIHUHQFH�RI�RSLQLRQ�EHWZHHQ�WKH�FOLHQW�DQG�WKH�VXSSOLHU�

,Q�D�VWRUDJH�URRP�WRGD\�WKHUH�DUH����KHDW�H[FKDQJHUV������SXPSV�����FRQWURO�FDELQHWV�
WUDQVPLWWHUV��YDOYHV��IORZ�PHWUHV�HWF���HTXLSPHQW��HQRXJK�IRU�QLQH�FRPSOHWH�VXEVWDWLRQV��7KH\��ZHUH
GHOLYHUHG�IURP�6ZHGHQ�DW�WKH�HQG�RI�������WR�EH�LQVWDOOHG�E\�������EXW�GXH�WR�ODFN�RI�IXQGV�WKH\�ZHUH
QRW��7KH�FRPSDQ\�VD\V�WKDW�WKH�JRRGV�DUH�NHSW�LQ�WKH�SHUIHFW�FRQGLWLRQ��ZLWK�QR�ULVN�RI�FRUURVLRQ�
+RZHYHU��GXH�WR�WKH�JUHDW�DPRXQW�RI�VXOSKXU�LQ�WKH�DLU��WKH�FRUURVLRQ�RI�VWHHO�SURGXFWV�LV�PXFK�IDVWHU�LQ
&KLQD�WKDQ�LQ��VD\��6FDQGLQDYLD��

7KH�NQRZOHGJH�DQG�DZDUHQHVV�RI�ILQDQFLDO�LQIRUPDWLRQ�E\�WKH�FRPSDQ\�V�RIILFHUV�OHDYHV�PXFK�WR�EH
GHVLUHG��'LVFXVVLRQV�UHYHDOHG�WKDW�WKHUH�LV�QR�FOHDU�SULFH�LQIRUPDWLRQ�UHJDUGLQJ�VHYHUDO�FHQWUDO�FRVW
LWHPV��DPRQJ�WKHP�IRU�WKH�LWHPV�LPSRUWHG�IURP�6ZHGHQ��7KH�SURILW�FDOFXODWLRQV�FDUULHG�RXW�E\�WKH
FRPSDQ\��WRGD\��L�H��ZKHQ�DERXW�KDOI�RI�WKH�WRWDO�EXLOGLQJ�DUHD�KDV�EHHQ�FRYHUHG��LQGLFDWH�WKDW�LW�ZLOO�EH
GLIILFXOW�WR�DFKLHYH�WKH�SURILW�DV�SODQQHG��7KLV�LV�SDUWO\�GXH�WR�WKH�IDFW�WKDW�WKH�FRVW�RI�SURGXFLQJ�KHDW
KDV�LQFUHDVHG�PRUH�WKHQ�WKH�WDULIIV�UHFHLYHG�IURP�FRQVXPHUV��EXW�PRUH�LPSRUWDQWO\��EHFDXVH�RI�WKH�ORQJ
GHOD\�LQ�LPSOHPHQWDWLRQ�RI�WKH�SURMHFW��7KH�SURMHFW�LV�KLJKO\�SURILWDEOH�IURP�DQ�HFRQRPLF�SRLQW�RI
YLHZ��7KH�UHGXFWLRQV�LQ�GLIIHUHQW�W\SHV�RI�SROOXWLYH�HPLVVLRQV�ODUJHO\�FRUUHVSRQG�WR�WKH�GHJUHH�WR�ZKLFK
WKH�SURMHFW�KDV�EHHQ�LPSOHPHQWHG��L�H��WKH�VKDUH�RI�WKH�EXLOGLQJ�VSDFH�FRQQHFWHG��6HYHUDO�SHRSOH�WKDW�,
VSRNH�WR�UHPDUNHG�WKDW�WKH\�FRXOG�IHHO�E\�H\HV�DQG�QRVH�WKDW�DLU�TXDOLW\�KDV�EHFRPH�PXFK�EHWWHU�LQ
UHFHQW�\HDUV��*LYHQ�WKH�GHOD\V�H[SHULHQFHG�E\�WKH�SURMHFW��DQG�EHFDXVH�RI��WKH�XQFHUWDLQWLHV�WKDW�H[LVW�LQ
SHRSOHV��PLQGV��Z�U�W��LPSRUWLQJ��HTXLSPHQW�RI��LQVWHDG�RI�EX\LQJ�VRPH�RI�LW�PXFK�FKHDSHU�LQ�WKH
GRPHVWLF�PDUNHW��LW�LV�QRW�SRVVLEOH�WR�VD\�WKDW�WKH�SURMHFW�KDV�EHFRPH�D�SRVLWLYH�GHPRQVWUDWLRQ�FDVH���IRU
RWKHUV�WR�IROORZ���$W�OHDVW�QRW�\HW���%,76�V�SURMHFW�GHFLVLRQ�GRFXPHQW�ZDV�RI�KLJK�SURIHVVLRQDO�TXDOLW\�
DV�ZHUH�LQ�GHHG�DOVR�WKRVH�RI�WKH�RWKHU�IRXU�GLVWULFW�KHDWLQJ�SURMHFWV��%,76�SOD\HG�DQ�DFWLYH�DQG
G\QDPLF�UROH�LQ�WU\LQJ�WR�DVVLVW�WKH�HQG�XVHU�WR�LPSURYH�WKH�SURMHFWV��ERWK�IURP�D�WHFKQRORJLFDO��DQG
HFRQRPLF�SRLQW�RI�YLHZ���VRPHWLPHV�ZLWK�D�SRVLWLYH�UHVXOW��VRPHWLPHV�QRW�

6+,-,$=+8$1*
0RVW�RI�WKH�LPSRUWHG�HTXLSPHQW�KDV�EHHQ�SXW�LQ�RSHUDWLRQ�RQ�VFKHGXOH��DQG�WKHLU�SHUIRUPDQFH
EDVLFDOO\�PHHW��VSHFLILHG�UHTXLUHPHQWV��7KH�FRPSDQ\�LV��VDWLVILHG�ZLWK�WKH�WUDLQLQJ�VHUYLFHV�RIIHUHG�E\
6LGD���DOO�WKUHH�FRQYH\RU�EHOW�V\VWHPV�DUH�UXQQLQJ�YHU\�ZHOO�DQG��DQG�LQ�WKH�FRPSDQ\�V�RSLQLRQ���FOHDUO\
EHWWHU�WKDQ�VLPLODU�V\VWHPV�SURGXFHG�LQ�&KLQD����7KH�HOHFWULFLW\��GLVWULEXWLRQ��FHQWHU�LV�ZRUNLQJ�YHU\
ZHOO���DQG�WKH�H[SHULHQFH�RI�WKH�HLJKW��URXJK�ZDWHU�SXPSV�VR�IDU�LV�YHU\�JRRG��%XW�WKHUH�DUH�DOVR
SUREOHPV��%HFDXVH�WKH�LJQLWLRQ�V\VWHP�RI�WKH�SODQW�ZDV�FKDQJHG�WR�XVH�FKDUFRDO�LQVWHDG�RI�RLO�WKH�WZR
W\SH�RLO�SXPSV��EHFDPH�XVHOHVV�DQG�KDYH�QHYHU�EHHQ�XVHG��7KH�ERLOHU�FRQWURO�V\VWHP�KDV�QRW�EHHQ�SXW
WR�XVH��EHFDXVH�WKHUH�LV�D�GLIIHUHQFH�EHWZHHQ�WKH�GHVLJQ�RI�WKH�V\VWHP�DQG�WKH�DFWXDO�RSHUDWLRQ��7HVW
UXQV�IDLOHG�DQG�WKH�FRPSXWHU�V\VWHP�KDV�WKHUHIRUH�QHYHU�EHHQ�XVHG��7KHUH�LV�D�ODFN�RI�VSDUH�SDUWV���6RPH
FDQQRW�EH�IRXQG�LQ�&KLQD��2WKHU�SDUWV��DPRQJ�WKHP�VRPH�WKDW�ZHDU�GRZQ�TXLFNO\��DUH�XQNQRZQ�WR�WKH
&KLQHVH��EHFDXVH�QR�GUDZLQJV�ZHUH�PDGH�DYDLODEOH�E\�WKH�6ZHGLVK�VXSSOLHU���'XH�WR�WKH�ELJ�VHDVRQDO
FKDQJH�WKH�ERLOHUV��DUH�QRW�IXQFWLRQLQJ�ZHOO��7KH�ORDG�IDFWRU�PXVW�EH�PDGH�PRUH�HYHQ�LQ�RUGHU�IRU�WKH
ERLOHUV�WR�SHUIRUP�EHWWHU��7KH�FRQWURO�V\VWHP�RI�WKH�ERLOHUV�LV�QRW�IXQFWLRQLQJ�GXH�WR�ODFN�RI�VSDUH�SDUWV�
7KH�ZKROH�FRQWURO�V\VWHP��LV�RXW�RI�RUGHU�VLQFH�)HEUXDU\�������D�SRVVLEOH�UHDVRQ�EHLQJ�WKDW�WKH�VRIWZDUH�LV
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QRW�DEOH�WR�KDQGOH�XQDQQRXQFHG�HOHFWULFLW\�FXWV��%XW�LW�PD\�DOVR�EH�GXH�WR�WKH�IDFW�WKDW�IDFW�WKDW�VRPH
GHVLJQV�RI�WKH�SODQW�ZHUH�FKDQJHG�LQ�UHODWLRQ�WR�WKH�RULJLQDO�SODQV�RQ�WKH�EDVLV�RI��ZKLFK�WKH�FRPSXWHU
SURJUDP�ZDV�SURFXUHG�

,W�LV�QRW�\HW�SRVVLEOH�WR�DVVHVV�ZKHWKHU�RU�QRW�SROOXWLRQ�WDUJHWV�KDYH�EHHQ�UHDFKHG��EHFDXVH�WKH�SURMHFW
KDV�QRW�\HW�UHDFKHG�D�IXOO�ORDG��)URP�ZKDW�ZH�FDQ�VHH�WRGD\�WKHUH�ZLOO�EH�QR�SUREOHP�WR�UHDFK�WKH
HQYLURQPHQWDO�WDUJHWV�RI�WKH�SURMHFW��7KH�RQO\�HQYLURQPHQWDO�SUREOHP�ZKLFK�DW�SUHVHQW�GRHV�QRW�KDYH
D�UHDG\�VROXWLRQ�LV�WKH�QRLVH�OHYHO��$OVR�LQ�WKLV�SURMHFW�WKHUH�DUH�H[DPSOHV�RI�KRZ�%,76��PDLQO\�WKURXJK
LWV�DSSUDLVDO��ZDV�LQ�D�SRVLWLRQ�WR�RIIHU�SRVLWLYH�DGYLFH�WR�WKH�FOLHQW��UHJDUGLQJ�WHFKQLFDO�PRGLILFDWLRQV�LQ
RUGHU�WR�LPSURYH�WKH�SURMHFW��$IWHU�WKH�%,76�GHFLVLRQ�WR�JUDQW�ILQDQFLQJ�ZDV�WDNHQ��WKH�SDUWLHV�DJUHHG
WR�FKDQJH�WKH�FRQWHQWV�RI�WKH�LPSRUW�RUGHU�RI�D�PDJQLWXGH�RI�DSS�������RI�WKH�WRWDO�RUGHU��6WUDQJHO\
HQRXJK�WKHUH�LV�QR�GRFXPHQWDWLRQ�DW�DOO�RI�WKLV�GUDPDWLF�FKDQJH�LQ�WKH�FRQWUDFW�LQ�WKH�6LGD�ILOH���H[FHSW
IRU�D�VKRUW�OHWWHU�ZKHUH�6LGD�DFFHSWV�WKH�FKDQJH�

-,$086,
7KHUH�ZHUH�VHYHUDO�FRQWURYHUVLHV�ZLWK�VRPH�ELGGLQJ�6ZHGLVK�FRPSDQLHV�FODLPLQJ�WKDW�VRXQG
SURFXUHPHQW�UXOHV�KDG�EHHQ�YLRODWHG��0\�LPSUHVVLRQ�LV�WKDW�QRQH�RI�WKH�DOOHJHG�IDXOWV�ZHUH�RI�D�YHU\
VHULRXV�QDWXUH�

%HFDXVH�WKH�FRQVWUXFWLRQ�RI�WKH�FR�JHQHUDWLRQ�SODQW�KDV�QRW�EHHQ�ILQLVKHG�DFFRUGLQJ�WR�SODQ�
WKH�SURMHFW�LV�FXUUHQWO\�UXQQLQJ�DW�OHDVW�RQH�\HDU�EHKLQG�VFKHGXOH��7KH�UHVSRQVLELOLW\�IRU�WKH
FRJHQHUDWLRQ�SODQW�UHVWV�ZLWK�DQRWKHU�VWDWH�FRPSDQ\���DQG�WKH�ZRUN�FDQ�QRW�EH�VSHHGHG�XS�E\�WKH
-LDPXVL�'LVWULFW�+HDWLQJ�&RPSDQ\��%HFDXVH�RI�HUURUV�FRPPLWWHG�LQ�SODQQLQJ�WKH�VKLSPHQW����DSSDUHQWO\
E\�WKH�VXSSOLHU�DQG�RU�WKH�VKLSSLQJ�DJHQF\����WKH�FRPSDQ\�LQFXUUHG�D�FRQVLGHUDEOH�H[WUD�FRVW�RI
WUDQVSRUWDWLRQ�

7KH�SUHIDEULFDWHG�SLSHV��WKH��FRPSXWHUL]HG�FRQWURO�HTXLSPHQW���DV�ZHOO�DV�WKH�YDULRXV�NLQGV�RI
HTXLSPHQW�IRU�WKH�VXE�VWDWLRQV���KDYH�DOO�EHHQ�VXFFHVVIXOO\�LQVWDOOHG��DQG�DFFRUGLQJ�WR�WKH�FRPSDQ\�
RSHUDWLQJ�ZHOO�DQG�DFFRUGLQJ�WR�H[SHFWDWLRQ��7KH�FRPSDQ\�LV�VSHFLDOO\�FRQWHQW�ZLWK�WKH�$OID�/DYDO
KHDW�H[FKDQJHUV������ZHUH�LPSRUWHG��7KH�IRDPLQJ�PDFKLQH�KDV�KRZHYHU�QRW�EHHQ�IXQFWLRQLQJ
SURSHUO\��$W�SUHVHQW�LW�LV�RXW�RI�RUGHU�DQG�WKH�FRPSDQ\�ODFNV�VSDUH�SDUWV�WR�SXW�LW�LQ�RSHUDWLRQ�

0RVW�RI�WKH�SHRSOH�LQWHUYLHZHG�VHHPHG�FRQYLQFHG�WKDW�WKH�PDLQ��LI�QRW�WKH�RQO\���UHDVRQ
WKDW�WKH�FRPSDQ\�KDG�LPSRUWHG�WKH�HTXLSPHQW�LQVWHDG�RI�EX\LQJ�LW�IURP�WKH�ORFDO�PDUNHW��ZDV�WKH
GLIILFXOW\�WR�UDLVH�ILQDQFH�LQ�WKH�ORFDO�&KLQHVH�PDUNHW��+RZHYHU��WKH\�DUH�DZDUH�RI�WKH�TXDOLW\
GLIIHUHQFH��,Q�VXPPDU\��RQH�PD\�SHUKDSV�FRQFOXGH�WKDW�WKH�UHDVRQ�IRU�FKRRVLQJ�WKH�6ZHGLVK
HTXLSPHQW�ZDV�WZR�IROG��)LUVWO\���TXDOLW\�DQG�SULFH�ZHUH�FRPSHWLWLYH��VHFRQGO\����6ZHGHQ�RIIHUHG��WKH
EHVW�FUHGLW�

6LQFH�WKH�SURMHFW�LV�QRW�\HW�ILQLVKHG��YHU\�IHZ�RI�WKH�H[SHFWHG���KLJKO\�EHQHILFLDO���HIIHFWV�KDYH�\HW�VWDUWHG
WR�PDQLIHVW�WKHPVHOYHV��7KHUH�LV�KRZHYHU�QRWKLQJ�DW�SUHVHQW�ZKLFK�ZRXOG�LQGLFDWH�WKDW�WKH�HIIHFWV�DV
SODQQHG�ZRXOG�QRW�EH�IRUWKFRPLQJ�RQFH�WKH�SURMHFW�LV�FRPSOHWHG��7KHUH�DUH�QR�GDWD�WR�FDOFXODWH�D
UHYLVHG�H[�SRVW�ILQDQFLDO�UDWH�RI�UHWXUQ��EXW�E\�JHQHUDO�UHDVRQLQJ�ZH�FDQ�VHH�WKDW�WKH�RQH�\HDU�GHOD\�
ZKLFK�QRZ�VHHPV�OLNHO\���LV�TXLWH�HQRXJK�WR�XSVHW�WKH�UDWHV�RI�UHWXUQ�HVWLPDWHG�LQ�WKH�DSSUDLVDO��7KH
%,76�GHFLVLRQ�GRFXPHQW�PDNHV�D�YHU\�ELJ�XQGHUVWDWHPHQW�ZKHQ�LW�VD\V�WKDW�WKH�SURMHFW�FDQ�EH�GHHPHG
WR�KDYH�µDQ�DFFHSWDEOHµ�HFRQRPLF�UDWH�RI�UHWXUQ��-XGJLQJ�IURP�WKH�LQGLFDWLRQV�ZH�KDYH�WKH�HFRQRPLF
EHQHILWV�RI�WKLV�SURMHFW�DUH�HQRUPRXV���QRWZLWKVWDQGLQJ�WKH�GHOD\V�LQ�WKH�SURMHFW�V�LPSOHPHQWDWLRQ��7KH
UHGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�GXH�WR�WKLV�SURMHFW�DUH�H[SHFWHG�WR�EH�GUDPDWLF��%XW�WKH�FR�
JHQHUDWLRQ�SODQW�KDV�QRW�\HW�EHHQ�RSHQHG��DQG�WKH�ROG�ORFDO�ERLOHUV�DUH�VWLOO�LQ�RSHUDWLRQ��7KHUHIRUH�WKH
HQYLURQPHQWDO�JDLQV�KDYH�QRW�\HW�PDWHULDOL]HG��%,76�KDV�KHOG�D�UDWKHU�KLJK�SURILOH�ZKHQ�LW�FRPHV�WR
FDUU\LQJ�RXW�LWV�RZQ�DQDO\VLV�DQG�IRUPLQJ�LWV�RZQ�RSLQLRQ�DERXW�WKH�SURMHFW��,Q�DOO�LPSRUWDQW�DVSHFWV�LW
VHHPV�WKDW�WKH�HQG�XVHU�KDV�KHHGHG�DGYLFH�JLYHQ�E\�%,76
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)86+81
2QH�RI�WKH�6ZHGLVK�ELGGHUV�FODLPHG�WKDW�WKH�WHQGHU�SURFHGXUH�DSSOLHG�E\�WKH�&KLQHVH�JRYHUQPHQW
GLVFULPLQDWHG�DJDLQVW��VPDOO�ELGGHUV���6LGD��KDYLQJ�ORRNHG�LQWR�WKLV��DV�ZHOO�DV�RWKHU�FULWLTXH�GLUHFWHG
DW�WKH�SURFXUHPHQW�SURFHVV��IRXQG�QRWKLQJ�WKDW�ZRXOG�FRQVWLWXWH�D�VHULRXV�EUHDFK�DJDLQVW�JHQHUDOO\
DFFHSWHG�SURFXUHPHQW�UXOHV�

2YHUDOO��WKH�GHOD\�LQ�WKH�SURMHFW��DV�FRPSDUHG�WR�RULJLQDO�SODQV��LV�EHWZHHQ�RQH�DQG�WZR
\HDUV���$W�ILUVW���WKH�%DQN�RI�&KLQD��KHVLWDWHG�WR�DFW�DV��LQWHUPHGLDU\�IRU�WKLV�FUHGLW���DV�LW�KDG�D
VXVSLFLRQ�UHJDUGLQJ�WKH�VROYHQF\�RI�WKH�)XVKXQ�'LVWULFW�+HDWLQJ�&RPSDQ\���7KHQ���WKHUH�ZDV���LQ
WKH�FRPSDQ\�V�RSLQLRQ���D�GHOD\��FDXVHG�E\�WKH�VKLSSLQJ�FRPSDQ\�UHWDLQHG�E\�WKH�6ZHGLVK
H[SRUWHU���$W�D�ODWHU�VWDJH���D�IXUWKHU�GHOD\�ZDV�FDXVHG�E\�WKH�VORZ�SDFH�RI�FRQVWUXFWLRQ��RI�WKH�QHZ
SRZHU�SODQW���ZKRVH�ERLOHU�WKH�FRPSDQ\��ZDQWHG�WR�XVH�IRU�KHDW�ZDWHU�

$W�SUHVHQW��DERXW�����RI�WKH�KHDWLQJ�VWDWLRQ�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG�LQ���
VXEVWDWLRQV�DQG�DERXW������RI�WKH�SLSHV��7KH�HQWLUH�MRE�LV�H[SHFWHG�WR�EH�ILQLVKHG�E\�������7HVW
UXQV�KDYH�VKRZQ�WKH�HTXLSPHQW�JHQHUDOO\�WR�UXQ�VPRRWKO\�DQG�HIILFLHQWO\��7KH�FRPSDQ\�LV�TXLWH
VDWLVILHG�ZLWK�WKH�SHUIRUPDQFH�RI�WKH�6ZHGLVK�KHDW�H[FKDQJHUV��EXW�KDV�DOVR�WHVWHG�WKH�KHDW
H[FKDQJHUV�PDQXIDFWXUHG�LQ�&KLQH�DQG�ZDV�TXLWH�VDWLVILHG�ZLWK�WKHP�WRR���,I�WKH�6ZHGLVK�FUHGLW�KDG
QRW�EHHQ�WLHG�WR�6ZHGLVK�JRRGV��LW�ZRXOG�KDYH�SUHIHUUHG�WR�SXUFKDVH�WKH�KHDW�H[FKDQJHUV�LQ�&KLQD�

7KH�SUREOHPV�DUH����QRLVH�OHYHO�RI�SXPSV����ODFN�RI�VSDUH�SDUWV�IRU�WKH�IUHTXHQF\�FRQYHUWHUV�
��SUREOHPV�ZLWK�WKH�FRPSXWHUL]HG�PRQLWRULQJ�V\VWHP����PDOIXQFWLRQV�LQ�WKH�IRDPLQJ�PDFKLQH��DQG�
VWLOO�LQDGHTXDWH�WUDLQLQJ�

1R�GDWD�DUH�DYDLODEOH�WR�WU\�WR�FDOFXODWH�WKH�H[�SRVW�ILQDQFLDO�SURILWDELOLW\�RI�WKH�SURMHFW��%XW�HYHQ
ZLWKRXW�GDWD�LW�LV�FOHDU�WKDW�GXH�WR�WKH�FXUUHQW�WZR�\HDU�GHOD\�LQ�WKH�LPSOHPHQWDWLRQ�RI�WKH�SURMHFW�
WKHUH�LV�QR�ZD\�WKDW�WKH�ILQDQFLDO�WDUJHW�FDQ�EH�PHW��7KHUH�DUH�LPSRUWDQW�HIIHFWV��H�J��RQ�KHDOWK�
ZKLFK�KDYH�QRW�EHHQ�LQFOXGHG�LQ�WKH�HFRQRPLF�DQDO\VLV�FDUULHG�RXW�DW�WKH�DSSUDLVDO��$�IXOO�LQFOXVLRQ
RI�DOO�HFRQRPLF�HIIHFWV��ZKHWKHU�TXDQWLILDEOH�RU�QRW��ZRXOG�\LHOG�D�YHU\�KLJK�HFRQRPLF�UDWH�RI
UHWXUQ��7KHUH�LV�QR�GRXEW�WKDW�WKH�EHQHILWV�WR�WKH�HQYLURQPHQW�DV�ZHOO�DV�WR�SHRSOHV��KHDOWKV�ZLOO�EH
GUDPDWLF�ZKHQ�WKH�SURMHFW�LV�FRPSOHWHG�

6WLOO�WRGD\�WKH�FRPPXQLVW�SDUW\�KDV�D�SROLWLFDO�VHFUHWDU\�LQ�WKLV��DV�LQ�DOO�VWDWH�FRPSDQLHV��ZKR�LQ
PDQ\�SHRSOHV�RSLQLRQ��KDV�PRUH�SRZHU�WKDQ�WKH�*HQHUDO�PDQDJHU��$FFRUGLQJ�WR�RQH�RI�WKH
FRPSDQ\�RIILFHUV��VRPHWLPHV�WKH�SROLWLFDO�VHFUHWDU\�UHVSHFWV�WKH�H[SHUW�RSLQLRQV�RI�WKH�FRPSDQ\�V
VWDII��VRPHWLPHV�QRW��$FFRUGLQJ�WR�WKH�&RPSDQ\�V�&KLHI�HQJLQHHU��KRZHYHU��WKHUH�DUH�QR�FDVHV
ZKHUH�WKH�3ROLWLFDO�VHFUHWDU\�KDV�KDG�DQ�RSLQLRQ�ZKLFK�GLIIHUV�IURP�WKDW�RI�WKH�PDQDJHPHQW�

6867$,1$%,/,7<
7HFKQRORJLFDOO\���(YHQ�WKRXJK�WKHUH�DUH�SUREOHPV�ZLWK�VSDUH�SDUWV��HVVHQWLDOO\�WKH�&KLQHVH�HQG�XVHUV
DUH�ZHOO�IDPLOLDU�ZLWK�WKH�DGYDQFHG�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ��6RPH�RI�WKH�HTXLSPHQW�LV�HYHQ
VWDUWHG�WR�EH�SURGXFHG�LQ�&KLQD���,�WKHUHIRUH�EHOLHYH�WKDW��ZKLOH�WHFKQRORJLFDO�VXVWDLQDELOLW\�LV�QRW
JXDUDQWHHG�LQ�WKH�VKRUW�RU�PHGLXP�WHUP��WKHUH�LV�OLWWOH�UHDVRQ�WR�ZRUU\�DERXW�LW�LQ�WKH�ORQJ�WHUP�

)LQDQFLDOO\���)LQDQFLDO�SURILWDELOLW\�RI�WKH�SURMHFWV�VWDQGV�DQG�IDOOV�ZLWK�DGPLQLVWUDWLYH�GHFLVLRQV
UHJDUGLQJ�VXEVLGLHV��WD[�SD\PHQWV�DQG�PRVW�RI�DOO�WDULII�SROLF\���'XH�WR�GHOD\V�DQG��PDLQO\��PLQRU
VKRUWFRPLQJV�LW�ZRXOG�VHHP�WKDW�QRQH�RI�WKH�ILYH�SURMHFWV�LV�DEOH�WR�DFKLHYH�SODQQHG�ILQDQFLDO
SURILWDELOLW\��%XW�WKH�UHDVRQ�IRU�WKH�VKRUWFRPLQJV�ZHUH�UDWKHU�FRQQHFWHG�WR�FLUFXPVWDQFHV�RXWVLGH�WKH
FRQWURO�RI�WKH�PDQJHUV�UDWKHU�WKDQ�UHIOHFWLQJ�LQFRPSHWHQFH�RU�ODFN�RI�NQRZOHGJH�RQ�SDUW�RI�WKH
FRPSDQLHV��)URP�DQ�DGPLQLVWUDWLYH�HIILFLHQF\�SRLQW�RI�YLHZ�DOO�RI�WKH�FRPSDQLHV�VHHPHG�DW�OHDVW
UHDVRQDEO\�SURILFLHQW�DQG�G\QDPLF��7KHUH�LV�WKHUHIRUH�QRWKLQJ�LQGLFDWLQJ�WKDW��JLYHQ�SURSHU�OHJLVODWLRQ
UHJDUGLQJ�SULFHV�DQG�WDULIIV�DQG�D�FRPSHWLWLYH�VWUXFWXUH�LQ�WKH�LQGXVWU\��WKH�GLVWULFW�KHDWLQJ�FRPSDQLHV
FRXOG�QRW�GHYHORS�LQWR�ILQDQFLDOO\�YLDEOH�DQG�VXVWDLQDEOH�HQWHUSULVHV�
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(QYLURQPHQWDOO\��,QWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�WR�UHSODFH�D�PXOWLWXGH�RI�VFDWWHUHG�ERLOHUV��RU��D
PRGHUQ��LQGLUHFW��'+�V\VWHP�LQWURGXFHG�WR�UHSODFH�DQ�ROG��VRYLHW�VW\OH���GLUHFW���V\VWHP�ZLOO�OHDG�WR�YHU\
VXEVWDQWLDO�LPSURYHPHQWV�LQ�WKH�HQYLURQPHQW��7KLV�LV�D�WUXWK�ZKLFK�LV�QRW�RYHUWXUQHG�E\�WKH�IDFW�WKDW
WKH�IXHO�VRXUFH�IRU�WKH�KHDWLQJ�ZLOO�UHPDLQ�WR�EH�FRDO��:H�FDQ�WKHUHIRUH�FDWHJRULFDOO\�VWDWH�WKDW�WKH
SURMHFWV�DUH�FOHDUO\�HQYLURQPHQWDOO\�VXVWDLQDEOH�

(FRQRPLFDOO\��7KH�HOHPHQWV�H[SODLQLQJ�WKH�YHU\�ODUJH�HFRQRPLF�SURILWDELOLW\�RI�LQWURGXFLQJ
GLVWULFW�KHDWLQJ�DUH�ZHOO�GHILQHG�DQG�REYLRXV��%HFDXVH��GLVWULFW�KHDWLQJ�UHSODFHV�PDQ\�VPDOOHU�LQHIILFLHQW
ERLOHUV�ZLWK��D�PXFK�PRUH�HIILFLHQW�ELJ�KHDW�SURGXFLQJ�SODQW��WKH�VDYLQJV�LQ�IXHO�FRQVXPSWLRQ�DQG�WKH
UHGXFWLRQV�LQ�SROOXWLYH�HPLVVLRQV�UHDOL]HG�LQ�WKH�VKRUW�UXQ�ZLOO�EH�WKHUH�DOVR�LQ�WKH�ORQJ�UXQ��7KHUHIRUH�LW
LV�FOHDU�WKDW�WKH�SURMHFWV�DUH�HFRQRPLFDOO\�VXVWDLQDEOH�

3ROLF\�ZLVH��,W�LV�REYLRXV�WKDW�&KLQD�V�JRYHUQPHQW�LV�ZHOO�DZDUH�RI�WKH�ODUJH�LPSURYHPHQWV�LQ
WHUPV�RI�HQYLURQPHQW���HQHUJ\�FRQVHUYDWLRQ�DV�ZHOO�DV�HFRQRPLF�EHQHILWV�IRU�WKH�FRXQWU\�DVVRFLDWHG�ZLWK
GLVWULFW�KHDWLQJ��7KHUH�LV�WKHUHIRUH�OLWWOH�UHDVRQ�WR�LPDJLQH�WKDW�VRPHWKLQJ�ZRXOG�KDSSHQ�RQ�WKH�SROLF\
OHYHO�ZKLFK�FRXOG�SXW�LQ�TXHVWLRQ�WKH�VXVWDLQDELOLW\�RI�GLVWULFW�KHDWLQJ�SURMHFWV�

6RFLR�FXOWXUDOO\���7KHUH�LV�QR�FLUFXPVWDQFH�RI�VRFLR�FXOWXUDO�QDWXUH�LQ�&KLQHVH�FLWLHV�ZKLFK�ZRXOG
LQ�DQ\�ZD\�EH�LQFRPSDWLEOH�ZLWK�WKH�VXVWDLQDELOW\�RI�WKH�'+�SURMHFWV�

/(66216�/($51('
,PSRUWDQFH�RI�VSDUH�SDUWV��WUDLQLQJ�DQG�VXSHUYLVLRQ

7KH�DQDO\VLV�FRQILUPV�DQ�ROG��OHVVRQ��QDPHO\�WKDW�LW�LV�QRW�ZLVH�WR�WU\�WR�HFRQRPL]H�WRR�PXFK�RQ�WKH
DPRXQW�RI�VSDUH�SDUWV�WR�LQFOXGH�LQ�D�GHOLYHU\���7KH�VDPH�KROGV�WUXH�IRU�WKH�DPRXQW�RI�WUDLQLQJ��DQG
VXSHUYLVLRQ��WKDW�VKRXOG�EH�LQFOXGHG�LQ�WKH�FRQWUDFW�VR�DV�WR�HQVXUH�VXFFHVVIXO�LQVWDOODWLRQ�DQG�RSHUDWLRQ�RI
PRGHUQ�HTXLSPHQW�KLWKHUWR�XQNQRZQ�

&KRLFH�EHWZHHQ�LPSRUWHG�YHUVXV�GRPHVWLF�HTXLSPHQW
(YHQ�LI�LW�LV�WRGD\�SRVVLEOH�WR�HTXLS�DQG�RSHUDWH�D�'+�VXEVWDWLRQV�UHO\LQJ�H[FOXVLYHO\�RQ�&KLQHVH
HTXLSPHQW��WKLV�GRHV�QRW�QHFHVVDULO\�PHDQ�WKDW���IURP�D�&KLQHVH�SRLQW�RI�YLHZ���LW�LV�DOZD\V�ZLVHU�WR�EX\
RQO\�GRPHVWLF�HTXLSPHQW��)LUVWO\���FKDQFHV�DUH�WKDW�WKH�TXDOLW\��ERWK�LQ�WHUPV�RI�IXQFWLRQDOLW\�DQG
GXUDELOLW\��RI�LPSRUWHG�HTXLSPHQW�FRXOG�WXUQ�RXW�WR�EH�VR�VXSHULRU�WKDW�HYHQ�DW�GRXEOH�WKH�SULFH�LW
ZRXOG�EH�D�PRUH�HFRQRPLFDO��6HFRQGO\���LW�PXVW�EH�JRRG�IRU�WKH�GHYHORSPHQW�RI�D�GRPHVWLF�LQGXVWU\�WR
KDYH�D�IHZ�VKRZ�FDVH�SURMHFWV�ZKHUH�DOWHUQDWLYH��WHFKQRORJ\�FDQ�EH�GHPRQVWUDWHG��DQG�DJDLQVW�ZKLFK
WKH�GRPHVWLFDOO\�PDQXIDFWXUHG�HTXLSPHQW�FDQ�PHDVXUH�LWV�SHUIRUPDQFH��TXDOLW\�DQG�SULFH�

/LPLWHG�UROH�RI�ILQDQFLDO�DQDO\VLV
,Q�FRXQWULHV�ZKHUH�WKH�RXWFRPH�RI�WKH�ILQDQFLDO�DQDO\VLV�FDQ�DW�DQ\�PRPHQW�EH�FKDQJHG�E\�WKH
JRYHUQPHQW�PDNLQJ�D�SROLWLFDO�RU�DGPLQLVWUDWLYH�GHFLVLRQ�ZKLFK�FKDQJHV��D�WD[���D�VXEVLG\�RU��PRGLILHV�D
WDULII��WKH�ILQDQFLDO�DQDO\VLV�LV�LPSRUWDQW�PDLQO\�IRU�GHFLGLQJ�LI�D�SURMHFW�FDQ�EH�ILQDQFHG�LQ�WKH
FRPPHUFLDO�PDUNHW���,Q�WRGD\�V�&KLQD��HYHQ�WKRXJK�LPSRUWDQW�VWHSV�KDYH�EHHQ�WDNHQ�WRZDUGV�D�PDUNHW
HFRQRP\��WKHUH�DUH�HQRXJK�UHPDLQLQJ�UHJXODWLRQV�DQG�VXEVLGLHV�ERWK�RQ�WKH�FRVW�DQG�UHYHQXH�VLGHV�
DQG�ZLWK�HQRXJK�GLVWRUWLRQV��GXH�WR�KLGGHQ�VXEVLGLHV�DQG�WD[�SD\PHQWV�VWUXFWXUH�WR�LQYDOLGDWH�WKH
ILQDQFLDO�UDWH�RI�UHWXUQV�D�WUXH�PHDVXUH�RI�HQWUHSUHQHXULDO�HIILFLHQF\��,W�LV�WKHQ�WKH�SURMHFW�V�HFRQRPLF
SURILWDELOLW\��ZKLFK�VKRXOG�VHUYH�DV�WKH�PDLQ�FULWHULXP�ZKHWKHU�RU�QRW�D�SURMHFW�LV�ZRUWK�ZKLOH�DQG
GHVLUDEOH�

)LQDQFLDO�DQG�LQVWLWXWLRQDO�YLDELOLW\�RI�GLVWULFW�KHDWLQJ�FRPSDQ\
6WXG\LQJ�WKH�GLIIHUHQW�DSSURDFKHV�WR�GLVWULFW�KHDWLQJ�RI�WKH�:RUOG�%DQN�DQG�6LGD�RQH�PD\�OHDUQ�WKH
IROORZLQJ�OHVVRQ���,I�D�GRQRU�HQJDJHV�LQ�ILQDQFLDO�DQDO\VLV�RQO\��RU�PDLQO\��LQ�RUGHU�WR�VDWLVI\�WKH
UHTXLUHPHQWV�SRVHG�E\�WKH�2(&'�+HOVLQNL�UXOHV��ZKLFK�IRUELG�FRQFHVVLRQDU\�ILQDQFLQJ�WR�EH�JLYHQ�WR
FRPPHUFLDOO\�YLDEOH�SURMHFWV�EXW�ZKLFK�UHTXLUHV�WKH�SURMHFW�WR�EH�HFRQRPLFDOO\�YLDEOH���D�IDLUO\�PRGHVW
OHYHO�RI�DPELWLRQ�ZLOO�VXIILFH��,I�KRZHYHU�WKH�GRQRU�LV�JHQXLQHO\�LQWHUHVWHG�LQ�WKH�ILQDQFLDO�YLDELOLW\�RI�WKH
GLVWULFW�KHDWLQJ�FRPSDQ\�LQ�RUGHU�WR�KHOS�GHYHORS�LW�LQWR�DQ�LQGHSHQGHQW�HQWUHSUHQHXU��PHUH�ILQDQFLDO
DQG�FDVK�IORZ�DQDO\VLV�ZLOO�QRW�EH�HQRXJK��7KHQ�WKH�GRQRU�DOVR�QHHGV�WR�FDUU\�RXW�D�FRQVLGHUDEOH
DPRXQW�RI�LQVWLWXWLRQDO�DQDO\VLV�
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(FRQRPLF�SURILWDELOLW\�RI�GLVWULFW�KHDWLQJ�LQYHVWPHQWV
,QWURGXFLQJ�GLVWULFW�KHDWLQJ�LQ�XUEDQ�DUHDV��ZKHUH�QRQH�H[LVWHG�EHIRUH��LV�KLJKO\�SURILWDEOH�IRU�WKH
FRXQWU\�V�HFRQRP\��7KLV�LV�LQWXLWLYHO\�HDV\�WR�XQGHUVWDQG���E\�JHQHUDWLQJ�KHDW�LQ�ODUJH�HIILFLHQW�ERLOHUV
WKDW�UHSODFH�D�PXOWLWXGH�RI�VPDOOHU�LQHIILFLHQW�ERLOHUV���YHU\�ODUJH�VDYLQJV�FDQ�EH�UHDOL]HG�LQ�FRDO
FRQVXPSWLRQ��DQG�LQ�UHGXFHG�JDVROLQH�FRQVXPSWLRQ�EHFDXVH�RI�UHGXFHG�QHHG�IRU�WUDQVSRUWDWLRQ�RI�FRDO
DQG�DVKHV�WKURXJK�WKH�FLW\���)XUWKHUPRUH���LQ�WKH�FDVH�ZKHUH�DQ�DOUHDG\�H[LVWLQJ�SRZHU�SODQW�LV
FRQYHUWHG�WR�D�FR�JHQHUDWLRQ�SODQW���WKH�'+�V\VWHP�LQ�HIIHFW�PDNHV�XVH�RI�D�IUHH�UHVRXUFH��QDPHO\�ZDVWH
HQHUJ\��ZKLFK�LQ�WKH�DEVHQFH�RI�D�'+�VROXWLRQ�ZRXOG�EH�MXVW�HPLWWHG�XQXVHG�LQWR�WKH�DLU���$V�D�UHVXOW
WKHUH�DUH�GUDPDWLF�UHGXFWLRQV�DFKLHYHG�LQ�HPLVVLRQV�RI�SROOXWDQWV��DQG�WKH�HFRQRPLF�VDYLQJV�RI�WKH
SURMHFWV�FDQ�EH�H[SHFWHG�WR�EH�HQRUPRXV��7KHVH�HFRQRPLF�EHQHILWV�DUH�RI�VXFK�PDJQLWXGH�WKDW�WKHLU
HFRQRPLF�SURILWDELOLW\�FDQ�QRW�EH�WKUHDWHQHG�E\�WKH�SURMHFWV�VXIIHULQJ�D�WHFKQRORJLFDO�VHW�EDFN�RU
EHFDXVH�LW�LV�LPSOHPHQWHG�ZLWK�RQH�RU�HYHQ�D�IHZ�\HDUV�GHOD\�

7KH�LPSRUWDWLRQ�RI�DGYDQFHG�WHFKQRORJ\�IURP�WKH�:HVW�LV�QRW�D�SUH�FRQGLWLRQ�IRU�DFKLHYLQJ
KLJK�HFRQRPLF�SURILWDELOLW\��DV�LV�VRPHWLPHV�LPSOLHG�E\�VRPH�GRQRU�DJHQFLHV��7KH�EXON�RI�WKH�GUDPDWLF
HQYLURQPHQWDO�LPSURYHPHQWV�DV�ZHOO�DV�WKH�ODUJH�VDYLQJV�LQ�HQHUJ\�FRQVXPSWLRQ��ZRXOG�EH�UHDSHG�DOVR
LQ�SURMHFW�UHO\LQJ�H[FOXVLYHO\�RQ�&KLQHVH�WHFKQRORJ\���,PSRUWHG��DGYDQFHG�WHFKQRORJ\�FDQ�PDNH�WKHVH
JDLQV�ELJJHU��EXW�DUH�QRW�D�FRQGLWLRQ�

,PSRUWDQFH�RI�IROORZ�XS�FRQWDFWV�DQG�FRRSHUDWLRQ
$�FORVH�FROODERUDWLRQ�EHWZHHQ�WKH�FOLHQW�DQG�VXSSOLHU�LV�HVVHQWLDO�WR�DYRLG�PDQ\�LQVWDQFHV�RI�GLVFRQWHQW
DQG�PLVXQGHUVWDQGLQJV��(YHQ�WKRXJK�WKH�6ZHGLVK�HTXLSPHQW�SHUIRUPV�EDVLFDOO\�DFFRUGLQJ�WR�SODQ�
WKHUH�LV�WRGD\��D�ODUJH�DPRXQW�RI�XQFHUWDLQW\�DQG�VSHFXODWLRQ�JRLQJ�RQ�UHJDUGLQJ�WKH�TXDOLW\�RI�WKH
6ZHGLVK�HTXLSPHQW��DQG�DERXW�WKH��UHOHYDQFH�RI�LPSRUWLQJ�LQVWHDG�RI�EX\LQJ�IURP�WKH�ORFDO�PDUNHW�
,W�VHHPV�DV�LI�D�FRQVLGHUDEOH�SRWHQWLDO�JDLQ�RI�JRRG�ZLOO�IRU�6ZHGLVK�DLG�DQG�IRU�6ZHGLVK�H[SRUW�LQGXVWU\
PD\�EH�ORVW�XQQHFHVVDULO\����7KH�OHVVRQ�WR�OHDUQ�LV�WKLV��,Q�WKH�FDVH�RI�6LGD�V�FRQFHVVLRQDU\��FUHGLWV�
ZKHUH�QRUPDOO\�WKH�GRQRU�SDUWLFLSDWHV�DFWLYHO\�RQO\�XS�XQWLO�WKH�ILQDQFLQJ�GHFLVLRQ��LW�FRXOG�VRPHWLPHV
EH�D�JRRG�LGHD�WR�KDYH�D�PRUH�DFWLYH�IROORZ�XS�DFWLYLW\��VWDUWLQJ�DOUHDG\�DW�WKH�WLPH�RI�LPSOHPHQWDWLRQ�
DQG�QRW�ZDLWLQJ�VHYHUDO�\HDUV�XQWLO�HYDOXDWLRQ�LV�GXH��7KLV�ZRXOG�VHHP�WR�EH�HVSHFLDOO\�WUXH�LQ�FDVHV�OLNH
WKH�SUHVHQW�RQH��ZKHQ�WKHUH�LV�D�ZKROH�VHULHV�RI�VLPLODU�LQYHVWPHQWV�

5(&200(1'$7,216�
0RGLILFDWLRQ�RI�6LGD�V��HQHUJ\�SROLF\
,W�ZDV�IRXQG�DERYH�WKDW�6ZHGHQ�V�GHFLVLRQ�WR�ILQDQFH�GLVWULFW�KHDWLQJ�SURMHFWV�LQ�&KLQD�LV�LQFRPSDWLEOH
ZLWK�6LGD�V��SROLF\�UHTXLUHPHQW�WKDW�QR�DLG�VKRXOG�EH�JLYHQ�WR�FRXQWULHV�WKDW�LQFUHDVH�LWV�FRDO
GHSHQGHQF\��*LYHQ�WKH�ILQGLQJ�E\�WKLV�HYDOXDWLRQ�WKDW�WKHVH�GLVWULFW�KHDWLQJ�SURMHFWV�DUH�KLJKO\
EHQHILFLDO�IRU�WKH�FRXQWU\��DQG�JLYHQ�WKH�IDFW�WKDW��IRU�FRPSHOOLQJ�HFRQRPLF�UHDVRQV��FRDO�ZLOO�UHPDLQ
WKH�RQO\�HFRQRPLFDO�RSWLRQ�IRU�PRVW�RI�&KLQD�V�FLWLHV��LW�LV�UHFRPPHQGHG�WKDW�6LGD�PRGLI\�WKH�WH[W�RI�LWV
HQHUJ\�SROLF\�VR�DV�WR�PDNH�LW�FRPSDWLEOH�ZLWK�IXWXUH�6ZHGLVK�DLG�WR�GLVWULFW�KHDWLQJ�GHYHORSPHQW�LQ
&KLQD�
:UDS�XS�VHPLQDU
6LGD�VKRXOG�FRQVLGHU�WKH�LGHD�RI�DUUDQJLQJ�DQG�ILQDQFLQJ�D�µZUDS�XSµ�VHPLQDU�ZLWK�WKH�SDUWLFLSDWLRQ�RI
WKH�UHVSRQVLEOH�PDQDJHUV�DQG�FKLHI�HQJLQHHUV�IURP�DOO�WKH�ILYH�'+�SURMHFWV��UHSUHVHQWDWLYHV�IURP�WKH
VXSSOLHUV��UHOHYDQW�FRQVXOWDQWV��DQG�NH\�SHUVRQV�IURP�6LGD�DV�ZHOO�DV�IURP�WKH�&KLQHVH�JRYHUQPHQW�
*LYHQ�WKH�PLVFRQFHSWLRQV�DQG��VPDOO��FRQWURYHUVLHV�WKDW�VWLOO�VXUURXQG�WKH�SURMHFWV��VXFK�D�VHPLQDU
ZRXOG�VHHP�WR�EH�D�YHU\�WLPHO\�IRUXP�IRU�DLULQJ�RXWVWDQGLQJ�LVVXHV��WR�IROORZ�XS�DQG�H[FKDQJH�WKH
YDULRXV�H[SHULHQFHV�DQG�LQVLJKWV��DQG�WKXV�FORVH�WKH�ERRN�RQ�WKLV�ILUVW�JHQHUDWLRQ�RI�FRRSHUDWLRQ
EHWZHHQ�6ZHGHQ�DQG�&KLQD�LQ�WKH�ILHOG�RI�GLVWULFW�+HDWLQJ�
&RRSHUDWLRQ�ZLWK�WKH�:RUOG�%DQN
,I�6LGD�GHFLGHV�WR�VXSSRUW�GLVWULFW�KHDWLQJ�SURMHFWV�DOVR�LQ�WKH�IXWXUH�LW�LV�LPSHUDWLYH�WKDW�FRRSHUDWLRQ��RU
DW�OHDVW�H[FKDQJH�RI�LQIRUPDWLRQ��EH�WDNHQ�XS�ZLWK�VLPLODU�SURMHFWV�VXSSRUWHG�E\�WKH�:RUOG�%DQN�
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7RGD\�V�VLWXDWLRQ��ZKHUH�WKH�WZR�GRQRUV�DUH�DSSDUHQWO\�EDUHO\�DZDUH�RI�WKH�H[LVWHQFH�RI�WKH�RWKHU��LV
FOHDUO\�XQVDWLVIDFWRU\�
5HSRUWLQJ�REOLJDWLRQ
*LYHQ�WKH�IDFW�WKDW�LQ�QRQH�RI�WKH�ILYH�SURMHFWV�DQ\�RI�WKH�FRQWUDFWLQJ�SDUWLHV�KDYH�FRPSOLHG�ZLWK�WKHLU
FRQWUDFWXDO�REOLJDWLRQ�WR�SURYLGH�6LGD�ZLWK�D�FRPSOHWLRQ�UHSRUW�VL[�PRQWKV�DIWHU�FRPPLVVLRQLQJ�RI�WKH
SURMHFW��DQG�JLYHQ�WKH�IDFW�WKDW�WKLV�VHHPV�WR�EH�WKH�QRUPDO�VWDWH�RI�DIIDLUV�LQ�YLUWXDOO\�HYHU\
FRQFHVVLRQDU\�FUHGLW�JUDQWHG�E\�%,76���LW�LV�UHFRPPHQGHG�WKDW�6LGD�HLWKHU�DEROLVK�WKLV�UXOH�RU��WDNH�LW
VHULRXVO\�E\�DFWXDOO\�VWDUWLQJ�WR�LPSOHPHQW�LW�
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(19,5210(17��)5,(1'/<��',675,&7
+($7,1*��,1��&+,1$��(YDOXDWLRQ�RI���,QYHVWPHQW
3URMHFWV�6XSSRUWHG�E\�&RQFHVVLRQDU\�&UHGLWV�IURP�6ZHGHQ

-����&%'/+6392(�%2(�463+6%1�'328)<8

����8LI�JMZI�7[IHMWL�JMRERGIH��(MWXVMGX�,IEXMRK�TVSNIGXW
IZEPYEXIH

7KH�SURMHFWV
7KH�SURMHFWV�HYDOXDWHG�KHUH�DUH�WKH�ILYH�GLVWULFW�KHDWLQJ��LQYHVWPHQWV��SDUW�ILQDQFHG�E\
6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV��LQ�&KLQD�GXULQJ������������7KHLU�SXUSRVH�ZDV�WR
LQWURGXFH�DQG�H[SDQG�UHVSHFWLYHO\�D�GLVWULFW�KHDWLQJ�V\VWHP�LQ�WKH�IROORZLQJ�ILYH�&KLQHVH
FLWLHV�

�����'$/,$1
�����7$,<8$1
�����6+,-,$=+8$1*
�����-,$086,
�����)86+81

7KH�RYHUDOO�REMHFWLYHV�RQ�SDUW�RI�WKH�GRQRU�%,76�IRU�WKHVH�SURMHFWV�ZHUH�HQYLURQPHQWDO
SURWHFWLRQ��DQG�HQHUJ\�FRQVHUYDWLRQ�

(DFK�LQYHVWPHQW�EHORQJV�WR�D�VHSDUDWH�SURMHFW�LQ�D�GLIIHUHQW�FLW\�DQG�HYHQ
SURYLQFH��(DFK�SURMHFW��LQ�LWV�WXUQ��EHORQJV�WR�D�ODUJHU�SURJUDP�IRU�LQWURGXFLQJ�RU
H[SDQGLQJ�GLVWULFW�KHDWLQJ�LQ�WKH�UHVSHFWLYH�FLW\��(DFK�SURMHFW�ZDV�SODQQHG�DQG�GHVLJQHG
VHSDUDWHO\�DQG�LQGHSHQGHQWO\�IURP�WKH�RWKHUV�DQG�DW�GLIIHUHQW�WLPHV��DQG�ZDV
LPSOHPHQWHG�E\�GLIIHUHQW�ORFDO�GLVWULFW�KHDWLQJ�FRPSDQLHV��DQG�ZLWK�GLIIHUHQW�6ZHGLVK
VXSSOLHUV�
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7KH�JHQHUDO�SXUSRVH�RI�WKH�SURMHFWV�ZDV�WR�H[SDQG�WKH�GLVWULFW�KHDWLQJ�QHWZRUN�ZKLFK
PHDQV�FRQQHFWLQJ�DGGLWLRQDO�EXLOGLQJ�DUHD�WR�WKH�FHQWUDO�KHDW�QHWZRUN�WKXV�UHSODFLQJ
PDQ\�VPDOOHU�VFDWWHUHG�ERLOHUV��7KH�H[SHFWHG�UHVXOWV�IURP�WKH�SURMHFWV�ZHUH�ODUJH
VDYLQJV�LQ�HQHUJ\�FRQVXPHG��DV�ZHOO�DV�YHU\�ODUJH�UHGXFWLRQV�LQ�HPLVVLRQV�RI
SROOXWDQWV�LQ�WKH�FLWLHV�

$OWKRXJK�WKH�FRQWHQWV�DQG�WKH�REMHFWLYHV�YDU\�EHWZHHQ�WKH�ILYH�SURMHFWV��WKH
PDLQ�REMHFWLYHV�RI�DOO�ZHUH�WR

��VDYH�HQHUJ\�E\�HQKDQFLQJ�HIILFLHQF\�LQ�KHDW�DQG�SRZHU�JHQHUDWLRQ��DQG�WR
��UHGXFH�HQYLURQPHQWDO�SROOXWLRQ

7KH�6ZHGLVK�ILQDQFLQJ�ZDV�PHDQW�WR�FRYHU�WKH�LPSRUW�FRQWUDFWV�ZLWK�GLIIHUHQW
6ZHGLVK�VXSSOLHUV�RI�GLVWULFW�KHDWLQJ�HTXLSPHQW��7KH�FRPSRVLWLRQ�RI�GLIIHUHQW�W\SH�RI
HTXLSPHQW�YDULHG�EHWZHHQ�WKH�GLIIHUHQW�SURMHFWV�EXW�FRYHUHG�LPSRUWV�IURP�6ZHGHQ�RI
PDLQO\

��KHDW�H[FKDQJHUV�IRU�VXE�VWDWLRQV
��VKXW�RII�YDOYHV��UHJXODWLQJ�YDOYHV�
��FLUFXODWLRQ�SXPSV�
��IORZ�PHWUHV
��SUHIDEULFDWHG�LQVXODWHG�SLSHV
��KDUGZDUH�DQG�VRIWZDUH�SURGXFWV�IRU�D�FRPSXWHU�PRQLWRULQJ�V\VWHP�
��LQVWDOODWLRQV�VXSHUYLVLRQ
��GRFXPHQWDWLRQ
��WUDLQLQJ

7KH�FLWLHV��ZKHUH�WKH�SURMHFWV�DUH�ORFDWHG�EHORQJ�WR�WKH�PRVW�SROOXWHG�FLWLHV�LQ
&KLQD���DQG�D�GLUHFW�FRUUHODWLRQ�KDG�EHHQ�IRXQG�EHWZHHQ�DLU�SROOXWLRQ�OHYHOV�DQG
KRVSLWDOL]DWLRQ�IRU�UHVSLUDWRU\�DQG�RWKHU�GLVHDVHV�

$FFRUGLQJ�WR�DSSUDLVDOV�WKH�SURMHFWV�ZRXOG�KDYH�HQRUPRXV�HFRQRPLF�EHQHILWV
IRU�&KLQD��,I�&KLQD�KDG�WKH�VDPH�WD[�OHYLHV�RQ�HPLVVLRQ�RI�VXOIXU�DQG�&2��DV
6ZHGHQ��WKHQ�WKH�WRWDO�VDYLQJV��H[SHFWHG�WR�EH�UHDOL]HG�LQ�RQO\�RQH�RI�WKH�SURMHFWV
ZRXOG�DPRXQW�WR�VRPH�����06(.�

7KH�PDLQ�LQIRUPDWLRQ�UHJDUGLQJ�WKH�ILYH�SURMHFWV�LV�VXPPDUL]HG�LQ�WDEOH���

7DEOH����7KH�ILYH�GLVWULFW�KHDWLQJ�LQYHVWPHQW�SURMHFWV�LQ�&KLQD�VXSSRUWHG�E\��6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV��PLOOLRQ�6(.
'LVWULFW�+HDWLQJ
3URMHFW

7RWDO
LQYHVW�
PHQW

,PSRUWHG
IURP
�6ZHGHQ

)LQDQFHG
E\�%,76�
6LGD

'DWH�RI
�%,76
GHFLVLRQ

6ZHGLVK
6XSSOLHU

'DOLDQ �� �� �� ���0DUFK����� 3RZHUSLSH
7DL\XDQ ��� �� �� ���1RY����� $OID�/DYDO
6KLMLD]KXDQJ �� �� �� ���0DUFK����� c)
-LDPXVL �� �� �� ���$SULO����� 3RZHUSLSH�$%
)XVKXQ �� �� �� ���$SULO����� $%%
7RWDO ��� ��� ���
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�
7KH�H[DFW�FRQWHQWV�DQG�VWUXFWXUH�YDULHV�EHWZHHQ�WKH�SURMHFWV��EXW�FDQ�LQ�D�JHQHUDO�ZD\
EH�LOOXVWUDWHG��E\�WKH�7DL\XDQ�SURMHFW��7KH�SURMHFW�LV�EDVHG�RQ�&KLQHVH�GHVLJQ�DQG�RQ���
��&KLQHVH�HTXLSPHQW��2QO\�WKRVH�NH\�HOHPHQWV�ZKLFK�DUH�QRW�SURGXFHG�GRPHVWLFDOO\�RI
WKH�H[DFW�VSHFLILFDWLRQ�RU�VXIILFLHQW�TXDOLW\��DORQJ�ZLWK�WUDLQLQJ�DQG�VXSHUYLVLRQ��ZHUH
LPSRUWHG�IURP�6ZHGHQ�XQGHU�WKH�%,76�FRQFHVVLRQDU\�JUDQW��%\�LQWURGXFLQJ�GLVWULFW
KHDWLQJ��D�QHZ�FR�JHQHUDWLRQ�SODQW�ZDV�WR�UHSODFH�����VPDOO�ERLOHU�KRXVHV�DQG�DERXW
�������IDPLO\�VWRYHV���*LYHQ�WKDW�WKH�WKHUPDO�HIILFLHQF\�RI�WKH�SRZHU�SODQW�LV�DERXW���
���WKH�VPDOO�ERLOHU�KRXVHV���������DQG�IDPLO\�VWRYHV���������WKH�\HDUO\�VDYLQJV�LQ�FRDO
FRQVXPSWLRQ�ZHUH�FDOFXODWHG�DW���������WRQV�GXH�WR�EHWWHU�ERLOHU�HIILFLHQF\��DQG
GUDPDWLFDOO\�UHGXFHG�HPLVVLRQV�RI�SDUWLFXODWHV��&2���62��DQG�12[�

7KH�JHQHUDO�PRWLYH�EHKLQG�DOO�WKH�ILYH�SURMHFWV�ZDV�WR�GHFUHDVH�WKH�XVH�RI�FRDO�DQG
UHGXFH��SROOXWLRQ�E\�LQWURGXFLQJ�RU�H[SDQGLQJ�D�GLVWULFW�KHDWLQJ�V\VWHP�ZKLFK
FRQFHQWUDWHV�KHDW�SURGXFWLRQ�WR�RQH�RU�D�IHZ�ODUJH��PRUH�HIILFLHQW�DQG�FOHDQHU��ERLOHUV
ZKLFK�UHSODFH�PDQ\�VPDOOHU��LQHIILFLHQW��RQHV�ZLWKRXW�DQ\�ILOWHULQJ�V\VWHPV�

$OO�WKH�ILYH�SURMHFWV�ZHUH�EDVHG�RQ�&KLQHVH�GHVLJQ��DQG�D�PDMRULW\�RI�&KLQHVH�PDGH
HTXLSPHQW��FRXSOHG�ZLWK�LPSRUWDWLRQ�RI�VRPH�NH\�HTXLSPHQWV��QRW�\HW�SURGXFHG�LQ
&KLQD�RI�VXIILFLHQW�TXDOLW\�RU�FDSDFLW\��LQ�RUGHU�WR�LPSURYH�HIILFLHQF\�DQG�DYDLODELOLW\�RI
WKH�'+�V\VWHPV��7KH�PDLQ�WKLQJV�LPSRUWHG�IURP�6ZHGHQ�LQ�WKH�ILYH�SURMHFWV�DUH
KHDW�H[FKDQJHUV��FLUFXODWLQJ�SXPSV��UHJXODWLQJ�YDOYHV�DQG�RWKHU�FRQWURO�HTXLSPHQW��DQG
SUHIDEULFDWHG�SUHLQVXODWHG�SLSHV��7KHUH�LV�JHQHUDOO\�DOVR��DW�OHDVW�PHDQW�WR�EH��D
VXEVWDQWLDO�WUDQVIHU�RI�NQRZOHGJH��PDLQO\�HPERGLHG�LQ�WUDLQLQJ��DQG�LQVWDOODWLRQ
VXSHUYLVLRQ�
7KH�WHUPV�RI�WKH�FUHGLWV�JUDQWHG�E\�%,76�LQ�WKH�ILYH�SURMHFWV�DUH�YLUWXDOO\�WKH�VDPH��ZLWK
RQO\�VRPH�VOLJKW�PDUJLQDO�YDULDWLRQV�����\HDUV�DW���LQWHUHVW�UDWH�DQG�ZLWK���RU���\HDUV�RI
JUDFH�SHULRG��\LHOGLQJ�D�JUDQW�HOHPHQW�RI�VRPH������

(DUO\�FRQWDFWV
7KH�ILUVW�FRQWDFWV��RI�D�JHQHUDO�FKDUDFWHU��EHWZHHQ�6ZHGLVK�VXSSOLHUV�DQG�&KLQHVH�EX\HUV
GDWH�DOUHDG\�IURP������ZKHQ�D�6ZHGLVK�'+�GHOHJDWLRQ�YLVLWHG�&KLQD�DQG�SUHVHQWHG�WKH
UHOHYDQW�6ZHGLVK�WHFKQRORJ\��LQ�%HLMLQJ��+DUELQ�DQG�6KHQ\DQJ��$V�D�IROORZ�XS�WR�WKLV
YLVLW�VRPH�SLORW�SURMHFWV�ZHUH�SODQQHG�DQG�D�WKUHH�ZHHN�ORQJ�VHPLQDU�ZDV�KHOG�LQ
6KHQ\DQJ�IRU�UHSUHVHQWDWLYHV�IURP�YDULRXV�'+�FRPSDQLHV�IURP�QRUWKHUQ�&KLQD�

)ROORZLQJ�WKLV��GHOHJDWLRQV�IURP�'DOLDQ�DQG�6KHQ\DQJ�YLVLWHG�6FDQGLQDYLD�LQ������LQ
RUGHU�WR�VFRXW�IRU�VXLWDEOH�SURGXFWV�DQG�VXSSOLHUV�IRU�WKHLU�XSFRPLQJ�SURMHFWV��$PRQJ
WKH�µQHZµ�LWHPV�WKDW�DWWUDFWHG�WKH�&KLQHVH�ZHUH�WKH�DGYDQFHG�DODUP�V\VWHP�EXLOW�LQWR
WKH�SUHLQVXODWHG�SLSHV��WKH�FRPSXWHUL]HG�FRQWURO�V\VWHP��WKH�KLJK�HIILFLHQF\�KHDW
H[FKDQJHUV��DQG�WKH�IRDP�DJHQW��XVHG�IRU�LQVXODWLRQ��QRW�EHLQJ�EDVHG�RQ�IUHRQ�
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$Q�HDUOLHU�'+�SURMHFW�LQ�WKH�/LDRQLQJ�SURYLQFH��LQ�WKH�FLW\�RI�;LQJ�&KHQJ��KDG�RQO\
LPSRUWHG�WKH�SUHLQVXODWHG�SLSHV��DQG�WKH�H[SHULHQFH�UHSRUWHG�IURP�WKLV�SURMHFW�ZDV�WKDW
JLYHQ�WKH�OLPLWHG�&KLQHVH�H[SHULHQFH�LQ�'+��WKH�RSWLPDO�VKDUH�RI�LPSRUWV�VKRXOG�EH
ELJJHU��'LVWULEXWLRQ�SLSHV�LQ�&KLQHVH�GLVWULFW�KHDWLQJ�SURMHFWV�ZHUH�SUHYLRXVO\�ODLG�LQ
FRQFUHWH�RU�EULFN�FKDQQHOV�ZLWK�OLJKW�FRQFUHWH�LQVXODWLRQ��EXW�WKLV�PHWKRG�ZDV�EHLQJ
TXHVWLRQHG�EHFDXVH�RI�ZDWHU�OHDNDJHV�OHDGLQJ�WR�UDSLG�FRUURVLRQ�WR�WKH�SLSHV

+LVWRU\�RI�'+
6ZHGHQ·V�FUHGHQWLDOV�LQ�RIIHULQJ�VXSSRUW�LQ�GLVWULFW�KHDWLQJ�FRPHV�IURP�D�ORQJ�DQG
WKRURXJK�H[SHULHQFH��,W�ZDV�V\VWHPDWLFDOO\�LQWURGXFHG�LQ�DOO�6ZHGLVK�FLWLHV�VWDUWLQJ�DIWHU
WKH��QG�ZRUOG�ZDU��DQG�VLQFH�WKHQ�6ZHGHQ�KDV�GHYHORSHG�DGYDQFHG�WHFKQRORJ\��ZKLFK�LV
LQWHUQDWLRQDOO\�DFNQRZOHGJHG�WR�EH�FRPSHWLWLYH�ERWK��Z�U�W���SULFH�DQG�TXDOLW\��UHJDUGLQJ
WKH�IROORZLQJ�SURGXFWV�

��VRSKLVWLFDWHG�FRQWURO�HTXLSPHQW�
��SUHIDEULFDWHG�SLSHV�ZLWK�VPDOO�WKHUPDO�ORVVHV��KLJK�ZDWHU�SURWHFWLRQ�RI�WKH

LQVXODWLRQ��FRPELQHG�ZLWK�PRLVWXUH�DODUP�V\VWHP�IRU�DOO�SLSHV��DQG
��DXWRPDWLFDOO\�FRQWUROOHG�DQG�FRPSDFW�VXEVWDWLRQV

%XW��DV�LV�SRLQWHG�RXW�LQ�D�UHSRUW�IURP�WKH�6ZHGLVK�GLVWULFW�KHDWLQJ�DVVRFLDWLRQ��GLVWULFW
KHDWLQJ�LV�QHLWKHU�QHZ�QRU�VSHFLILFDOO\�6ZHGLVK��$V�HDUO\�DV������D�'+�V\VWHP�ZDV
RSHUDWHG�LQ�/RFNSRUW�LQ�1HZ�<RUN��6HYHQ�\HDUV�ODWHU�D�V\VWHP�ZDV�EXLOW�IRU�WKH
8QLYHUVLW\�RI�%HUOLQ�DQG�LQ�WKH�HDUO\�\HDUV�RI�WKH�FHQWXU\�WR�YDULRXV�RWKHU�*HUPDQ�FLWLHV�

7KH�'+�V\VWHP
'LVWULFW�+HDWLQJ��LV�D�KRW�ZDWHU�V\VWHP�LQ�ZKLFK�KHDW�IURP��D�KHDW�JHQHUDWLQJ�SODQWV�LV
WUDQVSRUWHG�YLD�D�QHWZRUN�RI�SLSHOLQHV�WR�LQGLYLGXDO�FXVWRPHUV�RU�JURXSV�RI�EXLOGLQJV�
7KH�KHDW�LV�WUDQVSRUWHG�DV�KRW�ZDWHU�RU�VWHDP�WKURXJK�D�GLVWULEXWLRQ�QHW��FDOOHG�SULPDU\
FLUFXLW���WR�D�FRQVXPHU�FHQWUDO��9LD�D�KHDW�H[FKDQJHU�WKH�KHDW�LV�KHUH�WUDQVIHUUHG�WR�WKH
EXLOGLQJV��RZQ�GLVWULEXWLRQ�V\VWHPV��0RVW�KRXVHKROG�FXVWRPHUV�UHFHLYH�WKHLU�KHDW
WKURXJK�D�VXE�VWDWLRQ�

7KH�FRPSOHWH�V\VWHP�FRPSULVHV��JHQHUDWLRQ��GLVWULEXWLRQ�DQG�WUDQVPLVVLRQ�RI
KHDW�WR�WKH�ORFDO�KHDWLQJ�VWDWLRQV�

$�'+�V\VWHP�FDQ�VXSSO\�ODUJH�DUHDV�ZLWK�KHDW�DQG�UHSODFH�VPDOO�LQHIILFLHQW
ERLOHUV��+HDW�LV�WKHUHIRUH�JHQHUDWHG�ZLWK�OHVV�IXHO�
'LVWULFW�KHDWLQJ�FRPSULVHV�WKH�WKUHH�VXEV\VWHPV��DOO�LQGHSHQGHQW�IURP�RQH�DQRWKHU�
ZKLFK�PHDQV�WKDW�GLVWXUEDQFHV�LQ�RQH�RI�WKH�V\VWHPV�ZLOO�QRW�FDUU\�RYHU�WR�WKH�RWKHU�WZR�
�����*HQHUDWLRQ�RI�KHDW��ZDWHU�LV�FRQYHUWHG�WR�VWHDP�RU�KRW�ZDWHU�LQ�WKH�KHDWLQJ�SODQW�

WKH�KHDW�PHGLXP�WKHQ�SDVVHV�WKURXJK�D�KHDW�H[FKDQJHU��ZKHUH�LW�GLVFKDUJHV�LWV�HQHUJ\�WR
WKH�GLVWULEXWLRQ�V\VWHP
�����'LVWULEXWLRQ�RI�KHDW�WR�EXLOGLQJV�

3LSHV�LQ�WKH�'+�QHWZRUN�DUH�ODLG�LQ�SDLUV��+RW�ZDWHU�IURP�WKH�SODQW�LV�WUDQVSRUWHG�WR�WKH
FXVWRPHU�LQ�RQH�SLSH�DQG�UHWXUQHG�LQ�WKH�RWKHU�
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�����7KH�ORFDO�V\VWHP�DQG�WKH�FXVWRPHUV�HQG�
WKH�VXEVWDWLRQ�DW�WKH�FXVWRPHU�LQFOXGHV�KHDW�H[FKDQJHU�IRU��D�FORVHG�UDGLDWRU�FLUFXLW�DQG
IRU�WKH�GRPHVWLF�KRW�ZDWHU�VXSSO\�V\VWHP

7KH�WKUHH�VXE�V\VWHPV�WKXV�LQWHUIDFH�ZLWK�HDFK�RWKHU��YLD�KHDW�H[FKDQJHUV�

'LUHFW�DQG�LQGLUHFW�V\VWHPV
7KH�HDUOLHU�V\VWHPV�ZHUH�GLUHFW��V\VWHPV�ZKHUH�WKH�ZDWHU�IURP�WKH�GLVWULEXWLRQ�QHWZRUN
FLUFXODWHV�GLUHFWO\�LQ�WKH�UDGLDWRUV���7KLV�V\VWHP�ZDV�GHYHORSHG�LQ�WKH�VRYLHW�8QLRQ�DQG
WKHQ�DGRSWHG��LQ�(DVWHUQ�(XURSH�DV�ZHOO�DV�LQ�&KLQD��7RGD\�KRZHYHU�LW�LV�EHLQJ
DEDQGRQHG�LQ�IDYRU�RI�WKH�LQGLUHFW��V\VWHP�DV�GHVFULEHG�DERYH��,Q�WKH�LQGLUHFW�V\VWHP
OHDNDJHV�DUH�PXFK�OHVV�DQG�WKH�FRQVXPHU�LV�VDIHJXDUGHG�DJDLQVW�GDPDJH�WR�UDGLDWRUV
VLQFH�WKH�KHDW�H[FKDQJHUV�EORFN�SUHVVXUH�VXUJHV�
%HFDXVH�WKH�SUHVVXUH�DQG�WHPSHUDWXUHV�DUH�KLJKHU��DQG�VLQFH�WKH�FXVWRPHUV�UDGLDWRUV�DUH
QRW�LQFOXGHG�LQ�WKH�GLVWULEXWLRQ�V\VWHP��PXFK�OHVV�ZDWHU�KDV�WR�EH�FLUFXODWHG��3LSH
GLDPHWHUV�FDQ�EH�UHGXFHG�DQG�IHZHU�SXPSV�DUH�QHHGHG�
DOO�WKLV�FRQWULEXWHV�WR�ORZHU�LQYHVWPHQW�DQG�RSHUDWLQJ�FRVWV�RI�LQGLUHFW�V\VWHPV�

0RVW�PRGHUQ�'+�V\VWHPV�XVH�SUHIDEULFDWHG�SLSLQJ��ZKLFK�FRQVLVWV�RI�DQ�LQQHU�SLSH�RI
VWHHO�RU�FRSSHU�DQG�D�FDVWLQJ�RI�SRO\HWK\OHQH��3RO\XUHWKDQH�LV�FRPPRQO\�XVHG�DV
LQVXODWLRQ�EHWZHHQ�WKH�LQQHU�DQG�RXWHU�PDWHULDOV�

9DOYHV�RI�YDULRXV�W\SHV�DUH�XVHG�WR�VHFWLRQDOL]H�WKH�'+�QHWZRUN��7KHVH�YDOYHV��
ZKLFK�PD\�EH�RI�WKH�EDOO��SOXJ��EXWWHUIO\�RU�JOREH�W\SH��DUH�RSHUDWHG�PDQXDOO\�RU�E\
PRWRU��&LUFXODWLQJ�DQG�SUHVVXUH�UHWDLQLQJ��SXPSV�DUH�LPSRUWDQW�HOHPHQWV�LQ�'+
V\VWHPV�

7KH�JUHDW�DGYDQWDJH�RI�'+�RYHU�WUDGLWLRQDO�KHDWLQJ�V\VWHPV�LV�WKDW�RQH�ODUJH�KHDWLQJ
VRXUFH��UHSODFHV�PDQ\�VPDOO�LQHIILFLHQW�ERLOHUV���7KH�ELJJHU�SODQW�ZLOO�KDYH�EHWWHU�IOXH�JDV
FOHDQLQJ�ZKLFK�FDXVHV�JUHDW�LPSURYHPHQWV�WR�WKH�HQYLURQPHQW��7KH�GLVDGYDQWDJH�RI
'LVWULFW�KHDWLQJ�LV�WKH�UHODWLYHO\�KLJK�FDSLWDO�FRVW�HVSHFLDOO\�IRU�FRJHQHUDWLRQ��7KHUHIRUH
'+�LV�VXLWHG�SULPDULO\�IRU�GHQVHO\�SRSXODWHG�DUHDV��+RZHYHU��HQYLURQPHQWDO�DVSHFW�PD\
MXVWLI\�'+�V\VWHPV�DOVR�WR�PRUH�VSDUVHO\�SRSXODWHG�DUHDV

7KH�EHQHILWV�RI�'LVWULFW�+HDWLQJ�D[�FRPSDUHG�WR�WUDGLWLRQDO�PHWKRGV�ZKHUH�HDFK
UHVLGHQFH�RU�EXLOGLQJ�VXSSOLHV�LWV�RZQ�KHDWLQJ��FDQ�EH�VXPPDUL]HG�WKXV�

7R�VRFLHW\�
��UHGXFHG�DLU�SROOXWLRQ
��EHWWHU�HIILFLHQF\�LQ�ERWK�KHDW�DQG�SRZHU�JHQHUDWLRQ
��DOORZV�D�IOH[LEOH�KHDW�VRXUFH��ZKLFK�PDNHV�WKH�V\VWHP�QRW�GHSHQGHQW�RQ�RQH�VLQJOH�KHDW�VRXUFH
��HDVLHU�DQG�PRUH�HIILFLHQW�RSHUDWLRQ
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7R�WKH�FRQVXPHUV�
��UHGXFHG�KHDWLQJ�FRVWV��LQ�DUHDV�RYHU�D�FHUWDLQ�PLQLPXP�ORDG�GHQVLW\�
��PRUH�VLPSOH�DQG�PRUH�FRVW�HIILFLHQW�RSHUDWLRQ
��LQFUHDVHG�VDIHW\
��RFFXSLHV�OHVV�VSDFH
��LPSURYHG�KHDWLQJ�TXDOLW\
��EHWWHU�TXDOLW\�GRPHVWLF�ZDWHU
��LQFUHDVHG�UHOLDELOLW\
��LPSURYHG�ORFDO�HQYLURQPHQWDO�FRQGLWLRQV
��OHVV�IXHO�EHLQJ�WUDQVSRUWHG�ZLWKLQ�WKH�ORFDO�UHVLGHQWLDO�DUHDV

&R�JHQHUDWLRQ�SODQWV
+HDW�FDQ�EH�JHQHUDWHG�LQ�D�SODQW�GHVLJQHG�HQWLUHO\�IRU��KHDW�RU�LQ�D�SODQW�IRU�FRJHQHUDWLRQ
RI�KHDW�DQG�SRZHU��,Q�WKH�ODWWHU�FDVH�SRZHU�FDQ�EH�JHQHUDWHG�DW�D�YHU\�KLJK�HIILFLHQF\��
���WR������HIILFLHQF\�DV�FRPSDUHG�WR��SRZHU�IURP�D�FRPPRQ�SRZHU�SODQW�ZKLFK�RQO\
UHDFKHV���������HIILFLHQF\��7KLV�PHDQV�WKDW�SRZHU�LV�JHQHUDWHG�ZLWK�OHVV�WKDQ�KDOI�WKH
DPRXQW�RI�FRDO���$QG�DOO�RWKHU�WKLQJV�UHPDLQLQJ�WKH�VDPH��WKH�HPLVVLRQ�RI�GXVW��ZLOO�EH
�����OHVV�

$�FR�JHQHUDWLRQ�SODQW�LV�XVXDOO\�GHVLJQHG�WR�VXSSO\�D�VSHFLILF�EDVH�ORDG�DQG
VXSSOHPHQWHG�E\�ERLOHUV�IRU�SHDNORDG�QHHGV��&R�JHQHUDWLRQ�RI�HOHFWULFLW\�SURGXFWLRQ
ZLWK�KHDWLQJ�SXUSRVHV�LV�WKH�PRVW�HFRQRPLFDO�DQG�HIILFLHQW�V\VWHP��7R�SURGXFH�ERWK
HOHFWULFLW\�SRZHU�DQG�KHDWLQJ��7R�SURGXFH�HOHFWULFLW\�ZLWK�FRDO��DQG�DV�ZHOO�DV�ZLWK�RLO
YHU\�KLJK�WHPSHUDWXUHV�DUH�QHHGHG��DQG�LI�H[FHVV�KHDW�LV�QRW�XVHG�XS�IRU�KHDWLQJ
SXUSRVHV�D�ORW�RI�LW�ZLOO�EH�ZDVWHG�DV�LW�LV�MXVW�HPLWWHG�LQ�WKH�DLU�RU�LQWR�ODNHV�

��� )RIVK]��IRIVK]�GSRWIVZEXMSR�ERH�(MWXVMGX�,IEXMRK
MR�'LMRE

*HQHUDO
7KH�&KLQHVH�SRZHU�VHFWRU��KDV�LQ�WKH�ODVW�WZR�GHFDGHV�H[SHULHQFHG�FRQVLGHUDEOH�JURZWK
ZLWK�DERXW����*:�RI�QHZ�FDSDFLW\�DGGHG�HYHU\�\HDU��7HFKQLFDO�FDSDELOLWLHV�KDYH
LPSURYHG��DQG�WKH�VXSSO\�RI�SRZHU�WR�QDWLRQDO�PLQRULWLHV�DQG�UXUDO�HOHFWULILFDWLRQ�KDV
LQFUHDVHG�7KH�SULFLQJ�V\VWHP�KDV�EHHQ�UHIRUPHG�VR�DV�WR�DOORZ�WKH�LQYHVWRUV�WR�UHFRYHU
WKH�FRVW�RI�SURYLGLQJ�QHZ�SRZHU�
+RZHYHU�WKH�VHFWRU�VWLOO�IDFHV�LPSRUWDQW�FKDOOHQJHV��DV�LW�KDV�QRW�EHHQ�DEOH�WR�VDWLVI\

WKH�FRXQWU\�V�GHPDQG�IRU�SRZHU��,QGXVWU\�PXVW�RIWHQ�FXUWDLO�SURGXFWLRQ�GXH�WR�ODFN�RI
SRZHU��+RXVHKROGV��DFFRXQWLQJ�IRU�RQO\������RI�WRWDO�HOHFWULFLW\�FRQVXPSWLRQ��RIWHQ
H[SHULHQFH�VKRUWDJHV��,Q�VSLWH�RI�UHFHQW�LPSURYHPHQWV�HIILFLHQF\�LQ�WKH�SRZHU�VHFWRU
UHPDLQV�YHU\�ORZ������PLOOLRQ�UXUDO�KRXVHKROGV�DUH�VWLOO�ZLWKRXW�HOHFWULFLW\�
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$FFRUGLQJ�WR�D�UHFHQW�:RUOG�%DQN�DQDO\VLV��&KLQD��3RZHU�6HFWRU�5HJXODWLRQ�LQ�D�VRFLDOLVW
PDUNHW�HFRQRP\���:RUOG�%DQN�GLVFXVVLRQ�3DSHU������������WKH�XQGHUO\LQJ�ZHDNQHVVHV�RI
WKH�VHFWRU�DULVH�IURP
�´D�FRPELQDWLRQ�RI�IDFWRUV�WKDW��DUH�WKH�OHJDF\�RI�WKH�ROG�VW\OH�FRPPDQG�DQG�FRQWURO

DSSURDFK�WR�FHQWUDO�PDQDJHPHQW�RI�WKH�HFRQRP\µ��7KH�EDVLF�SUREOHPV�DUH�
���WKH�FHQWUDOL]HG�RUJDQL]DWLRQ�
���JRYHUQPHQW�V�GLUHFW�PDQDJHPHQW�
���ODFN�RI�WUDQVSDUHQW��OHJDO�DQG�UHJXODWRU\�V\VWHPV��DQG
���WKH�DEVHQFH�RI�LQFHQWLYHV�IRU�HIILFLHQF\�

7KH�JRYHUQPHQW�UHFRJQL]HV�WKHVH�SUREOHPV�DQG�KDV�LQLWLDWHG�DPELWLRXV�VWUXFWXUDO�DQG
LQVWLWXWLRQDO�UHIRUPV�WR�WUDQVIRUP�WKH�VHFWRU��0DLQO\�WKHVH�UHIRUPV�FRQVLVW�RI�D�VHSDUDWLRQ
RI�WKH�JRYHUQPHQW�IURP�WKH�HQWHUSULVHV�DQG�FRPPHUFLDOL]DWLRQ�RI�WKH�HQWHUSULVHV��DV�ZHOO
DV�WKH�LQWURGXFWLRQ�RI�FRPSHWLWLRQ�LQ�WKH�SRZHU�JHQHUDWLQJ�LQGXVWU\�
,Q�LWV�DQDO\VLV�WKH�:RUOG�%DQN�VWURQJO\�HPSKDVL]HV�WKDW�WKH�UHJXODWRU\�V\VWHP�PXVW�EH
UDGLFDOO\�FKDQJHG��VWDWLQJ�WKDW�

�´$�VRFLDOLVW�PDUNHW�HFRQRP\�LQ�&KLQD�V�SRZHU�VHFWRU�UHTXLUHV�D�QHZ�VW\OH
UHJXODWLRQ�WKDW�LV�OLPLWHG�DQG�WUDQVSDUHQW�DQG�WKDW�DOORZV�SRZHU�HQWHUSULVH�PDQDJHUV�WR
PDQDJH�µ

2I�DOO�WKH�UHJXODWRU\�V\VWHPV�WKH�RQH�UHJDUGLQJ�WDULIIV�LV�E\�WKH�%DQN��VHHQ�DV�WKH�PRVW
LPSRUWDQW��(QHUJ\�WDULIIV�LQ�&KLQD�UHPDLQ�HVVHQWLDOO\�WKH�UHVXOW�RI�DGPLQLVWHUHG�SULFHV�
3RZHU�SULFHV�DV�VWLOO�VHW�E\�WKH�JRYHUQPHQW��DW�WKH�FHQWUDO�OHYHO��DQG�VHW�ZLWKRXW�DQ\
UHIHUHQFH�WR�HFRQRPLF�HIILFLHQF\�RU�ZLOOLQJQHVV�WR�SD\�E\�WKH�XVHUV�
7KH�DEVHQFH�RI�FOHDU�SULFLQJ�SULQFLSOHV�GLVFRXUDJH�LQYHVWRUV�WR�PDNH�WKRVH

LQYHVWPHQWV��DQG�XVLQJ�WKH�WHFKQRORJ\�WKDW�ZRXOG�EH�H[SHFWHG�LQ�D�PDUNHW�HFRQRP\�
&XVWRPHUV�GR�QRW�JHW�WKH�ULJKW�SULFH�VLJQDOV��DQG�D�DV�D�FRQVHTXHQFH�WKH�VHFWRU�IDLOV�WR
SURGXFH�HOHFWULFLW\�DW�WKH�ORZHVW�SRVVLEOH�FRVW��SURGXFWLYH�HIILFLHQF\���DQG�WKH�HOHFWULFLW\
GRHV�QRW�JR�WR�WKH�FRQVXPHUV�ZKR�FRXOG�SURGXFH�WKH�PRVW�EHQHILW�IRU�WKH�RYHUDOO
HFRQRP\��DOORFDWLYH�HIILFLHQF\��
7KHUHIRUH�VFDUFH�UHVRXUFHV�DUH�EHLQJ�ZDVWHG��7KH�VDPH�DPRXQW�RI�HOHFWULFLW\�FRXOG�EH

JHQHUDWHG�DW�D�ORZHU�FRVW�ZLWK�D�PRUH�UDWLRQDO�SULFLQJ�V\VWHP��7KH�FXUUHQW�SULFLQJ
V\VWHP�IDLOV�WR�DFKLHYH�WKH�EDVLF�JRDO�RI�SURGXFLQJ�HOHFWULFLW\�DW�WKH�ORZHVW�SRVVLEOH�FRVW�WR
WKH�HFRQRP\�

$FFRUGLQJ�WR�D�QHZ�ODZ��QHZ�SODQW�QHZ�WDULII��SULQFLSOH���LQYHVWRUV�DUH�DEOH�WR�UHFRYHU�WKHLU
FRVWV�IRU�QHZ�LQYHVWPHQWV�EHFDXVH�WKH�ODZ�JLYHV�WKHP�WKH�ULJKW�WR�SULFH�WKH�RXWSXW
UHODWHG�WR�D�SDUWLFXODU�QHZ�ORDQ�ILQDQFHG�SODQW�DFFRUGLQJ�WR�DFWXDO�FRVW�DQG�DFWXDO
ILQDQFLQJ�WHUPV��7KHUHIRUH�WKH�SULFH�PD\�YDU\�EHWZHHQ�GLIIHUHQW�SURYLQFHV�GHSHQGLQJ
RQ�WKH�DFWXDO�SURGXFWLRQ�FRVW�
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(QHUJ\�VRXUFHV
&RDO�LV�WKH�PRVW�LPSRUWDQW�VRXUFH�RI�HQHUJ\��DFFRXQWLQJ�IRU������RI�DOO�HQHUJ\
FRQVXPSWLRQ��ZKLFK�PDNHV�&KLQD�RQH�RI�YHU\�IHZ�FRXQWULHV�LQ�WKH�ZRUOG�UHO\LQJ�RQ�FRDO
DV�LWV�PDMRU�VRXUFH�RI�HQHUJ\���2LO�DFFRXQWV�IRU�������K\GURHOHFWULF�SRZHU�IRU�����DQG
JDV�IRU�DOPRVW�����
&KLQD�LV�WKH�ZRUOG�V�ODUJHVW�SURGXFHU�RI�FRDO��ZLWK�DQ�DQQXDO�SURGXFWLRQ�RI�����ELOOLRQ

WRQV��D�ILJXUH�ZKLFK�LV�HVWLPDWHG�WR�JURZ�WR�����ELOOLRQ�E\��WKH�\HDU�������7RWDO
UHFRYHUDEOH�GHSRVLWV�RI�FRDO�LQ�&KLQD�DPRXQW�WR�VRPH�����ELOOLRQ�WRQV�RI�ZKLFK�����
DUH�SURYHQ�
&KLQD�LV�ULFK�LQ�ZDWHU�UHVRXUFHV���2I�LWV�WRWDO�SRWHQWLDO�KRZHYHU�RQO\�����LV�GHYHORSHG�

PRVW�RI�LW�ORFDWHG�LQ�WKH�FRXQWU\�V�VRXWKZHVWHUQ�SDUW�VRPH������NPV�DZD\�IURP�WKH
PDLQ�GHPDQG�FHQWHUV�LQ�WKH�QRUWK�HDVW�DQG�HDVW�

7KH�FRXQWU\�V�UHFRYHUDEOH�UHVHUYHV�RI�RLO��DUH�HVWLPDWHG�DW�VRPH����ELOOLRQ�WRQV�
3URGXFWLRQ�LQ������DPRXQWHG�WR�����PLOOLRQ�WRQV��&KLQD�V�UHILQLQJ�FDSDFLW\�LV�WKH��WK
ODUJHVW�LQ�WKH�ZRUOG��EXW�ZLWK�WRGD\�V�VKDUSO\�LQFUHDVLQJ�FRQVXPSWLRQ�WKH�FRXQWU\�ZLOO
EHFRPH�D�QHW�LPSRUWHU�LQ�WKH�QHDU�IXWXUH�

1DWXUDO�JDV��UHVRXUFHV�DUH�HVWLPDWHG�DW�����WULOOLRQ�WRQV�RI�ZKLFK�������DUH�SURYHQ�

&KLQD�LV�WKH�VHFRQG�ODUJHVW�SURGXFHU�RI�HOHFWULFLW\���LQ�WKH�ZRUOG��,WV�ODUJHVW�FRQVXPHU�RI
HOHFWULFLW\�LV�LQGXVWU\�DFFRXQWLQJ�IRU�����RI�WRWDO�FRQVXPSWLRQ�ZKLOH�KRXVHKROGV�DFFRXQW
IRU�OHVV�WKDQ�������VHUYLFHV�IRU�����DQG�DJULFXOWXUH�IRU�����

7UDQVPLVVLRQ�DQG�GLVWULEXWLRQ�ORVVHV�DUH�HVWLPDWHG�WR�DERXW������RI
JHQHUDWLRQ�LI�RQH�ORRNV�DW�WKH�SRZHU�VXSSO\�DV�D�ZKROH�IURP�SURGXFWLRQ�WR�HQG�XVHU�
3RZHU�JHQHUDWLRQ�KDV�LQFUHDVHG�E\�DQ�DYHUDJH�RU�����DQQXDOO\�RYHU�WKH�SDVW���
\HDUV��'HVSLWH�WKLV�VWURQJ�JURZWK��KRZHYHU��PRVW�DUHDV�LQ�&KLQD�FRQWLQXH�WR�VXIIHU
IURP�VHYHUH�SRZHU�VKRUWDJHV�

&RDO
&KLQD�ZLOO�FRQWLQXH�WR�EXUQ�FRDO�RQ�D�PDVVLYH�VFDOH�IRU�PDQ\�\HDUV�WR�FRPH��(YHQ
WKRXJK�LWV�LQWHQVLW\�RI�FRDO�XVH��PHDVXUHG�DV��SHU�FHQW�RI�*'3���KDV�IDOOHQ��E\�KDOI�RYHU
WKH�ODVW��WZR�GHFDGHV��LW�LV�VWLOO�EHWZHHQ�WKUHH�DQG�WHQ�WLPHV�KLJKHU�WKDQ�LQ�PDMRU
LQGXVWULDO�FRXQWULHV��,Q�WKH�/LDRQLQJ�SURYLQFH��ZKHUH�RQH�RI�WKH�6ZHGLVK�VXSSRUWHG�'+
SURMHFWV�LV�ORFDWHG��VRPH������RI�WKH�WRWDO�FRQVXPSWLRQ�RI�HQHUJ\�LV�EDVHG�RQ�FRDO��,Q
�����WKHUH�ZHUH����FRJHQHUDWLRQ�SODQWV�IRU�'+�LQ�RSHUDWLRQ��7KHUH�ZHUH�DOVR�VRPH
�������VPDOOHU�ERLOHUV�IRU�VWHDP�DQG�KRW�ZDWHU�ZKLFK�XVHG�XS����PLOOLRQ�WRQV�RI�FRDO
DQQXDOO\�

$OWHUQDWLYH�VRXUFHV�RI�HQHUJ\�FDQQRW�VLJQLILFDQWO\�UHGXFH�WKH�FRXQWU\�V
GHSHQGHQFH�RQ�FRDO�LQ�WKH�IRUHVHHDEOH�IXWXUH��$FFRUGLQJ�WR�D�UHFHQW�:RUOG�%DQN
DQDO\VLV�HYHQ�LI�WHQ�QHZ�����PHJDZDWW��QXFOHDU�IDFLOLWLHV�ZHUH�LQVWDOOHG�HDFK�\HDU��WKDW
ZRXOG�RQO\�PDNH�QXFOHDU�SRZHU�FRQWULEXWH�VRPH�����RI�WRWDO�HQHUJ\�FRQVXPSWLRQ�

0RVW�DOWHUQDWLYH�VRXUFHV�WR�FRDO�DUH�WRGD\�WRR�H[SHQVLYH�WR�EH�DEOH�WR�FRPSHWH
ZLWK�FRDO��7KH�RQO\�VL]DEOH�DQG�DIIRUGDEOH�DOWHUQDWLYHV�WR�FRDO�LQ�WKH�PHGLXP�WHUP
ZRXOG�EH�RLO�DQG�QDWXUDO�JDV��SULPDULO\�IURP�LPSRUWHG�VRXUFHV��%XW�WKH�FRQFOXVLRQ
HPDQDWLQJ�IURP�DQDO\VHV�RI�WKH�FRXQWU\�V�HQHUJ\�VLWXDWLRQ��FDUULHG�RXW�ERWK�E\�WKH�%DQN
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DQG�E\�WKH�*RYHUQPHQW��DUH�FOHDU�RQ�SRLQW��QDPHO\��WKDW�DOO�FRQFHLYDEOH�DOWHUQDWLYHV�WR
FRDO�ZLOO�EH�WRR�H[SHQVLYH��DQG�WKDW�WKH�RQO\�UHDOLVWLF�VRXUFH�RI�HQHUJ\�IRU�WKH�FRXQWU\�IRU
PDQ\�PRUH�GHFDGHV�WR�FRPH�LV�FRDO�
%DVHG�RQ�WKLV�IDFW�ZH�DUH�DOUHDG\�DEOH�WR�PDNH�DQ�LPSRUWDQW�FRQFOXVLRQ�UHJDUGLQJ�WKH
ILYH�'LVWULFW�KHDWLQJ�SURMHFWV�WR�EH�HYDOXDWHG�LQ�WKLV�UHSRUW��QDPHO\�WKDW��7KH�GHFLVLRQ�RQ
SDUW�RI�%,76�WR�ILQDQFH�GLVWULFW�KHDWLQJ�SURMHFWV�LQ�&KLQD�GRHV�QRW�FRPSO\�ZLWK�RQH
IXQGDPHQWDO�UHTXLUHPHQW�RI�6LGD�V�SROLF\�RQ�DLG�LQ�WKH�ILHOG�RI�HQHUJ\��ZKLFK�LV�WKDW�QR
DLG�VKRXOG�EH�JLYHQ�WR�FRXQWULHV�WKDW�LQFUHDVH�LWV�FRDO�GHSHQGHQF\��RU�WDNH�QR�VWHSV�WR
UHGXFH�LW��,Q�WKH�FDVH�RI�&KLQD�LW�LV�FOHDU�WKDW�WKH�FRXQWU\��HYHQ�LQ�WKH�RSLQLRQ�RI�WKH
:RUOG�%DQN��KDV�QR�RWKHU�FKRLFH�WKDQ�WR�LQFUHDVH�LWV�XVH�RI�FRDO��)XUWKHUPRUH��VLQFH�ZH
EHOLHYH�WKHVH�GLVWULFW�KHDWLQJ�SURMHFWV�WR�EH�KLJKO\�EHQHILFLDO�IRU�WKH�FRXQWU\��RXU
FRQFOXVLRQ�LV�QRW�WKDW�WKHUH�ZDV�VRPHWKLQJ�ZURQJ�ZLWK�WKH�%,76�GHFLVLRQ�WR�ILQDQFH�
,QVWHDG�ZH�FRQFOXGH�WKDW�WKHUH�LV�VRPHWKLQJ�ZURQJ�ZLWK�6LGD�V�HQHUJ\�SROLF\��DW�OHDVW�LQ
WKH�IRUP�WKDW�LW�LV�WRGD\�ZULWWHQ�

&RQFOXVLRQ��7KH�GHFLVLRQ�RQ�SDUW�RI�%,76�WR�ILQDQFH�GLVWULFW
KHDWLQJ�SURMHFWV�LQ�&KLQD�GRHV�QRW�FRPSO\�ZLWK�RQH�IXQGDPHQWDO
UHTXLUHPHQW�RI�6LGD�V�SROLF\�RQ�DLG�LQ�WKH�ILHOG�RI�HQHUJ\��ZKLFK�LV
WKDW�QR�DLG�VKRXOG�EH�JLYHQ�WR�FRXQWULHV�WKDW�LQFUHDVH�LWV�FRDO
GHSHQGHQF\��)RU�FRPSHOOLQJ�HFRQRPLF�UHDVRQV�FRDO�ZLOO�UHPDLQ�WKH
RQO\�HFRQRPLFDO�RSWLRQ�IRU�PRVW�RI�&KLQD�V�FLWLHV�6LQFH�WKLV
HYDOXDWLRQ�KDV�IRXQG�WKH�GLVWULFW�KHDWLQJ�SURMHFWV�WR�EH�KLJKO\
EHQHILFLDO�IRU�WKH�FRXQWU\��RXU�FRQFOXVLRQ�LV�WKDW�WKHUH�LV�VRPHWKLQJ
ZURQJ�ZLWK�6LGD�V�HQHUJ\�SROLF\��DW�OHDVW�LQ�WKH�IRUP�WKDW�LW�LV�WRGD\
ZULWWHQ�

,Q�D�IHZ�&KLQHVH�FLWLHV�QHDUE\�FRDO�UHVHUYHV�KDYH�DOPRVW�EHHQ�GHSOHWHG��DQG�WKH�FLWLHV
ILQG�WKHPVHOYHV�LQ�D�VLWXDWLRQ�ZKHUH�WKH\�QHHG�WR�FRQVLGHU�WKHLU�RSWLRQV�IRU�IXWXUH�HQHUJ\
VXSSOLHV��,Q�RQH�RI�WKHVH�FLWLHV��)XVKXQ��WKH�DYDLODEOH�XQWDSSHG�FRDO�UHVHUYHV�DUH�DFWXDOO\
ORFDWHG�H[DFWO\�XQGHU�WKH�FLW\��DQG�WKHLU�H[SORLWDWLRQ�ZRXOG�EH�XQHFRQRPLFDO��,Q�)XVKXQ
WKHUH�LV�WRGD\�VRPH�WDON�RI�VWXG\LQJ�WKH�IHDVLELOLW\�IRU�WKH�FLW\�WR�VZLWFK�RYHU�WR�QDWXUDO
JDV��ZKLFK�LV�DOVR�DYDLODEOH�DW�ODUJH�TXDQWLWLHV�QHDUE\��IRU�LWV�IXWXUH�PDLQ�VRXUFH�RI
HQHUJ\�
+RZHYHU��HYHQ�LI�LQGLYLGXDO�FLWLHV�ZHUH�WR�UHVRUW�WR�WKH�RSWLRQ�RI�VZLWFKLQJ�WR�QDWXUDO�JDV
RU�VRPH�RWKHU�QHZ�QHUY\�VRXUFH�LW�PXVW�EH�UHPHPEHUHG�WKDW�IRU�WKH�RYHUDOO�HQHUJ\
EDODQFH�LW�ZRXOG�QRW�EH�VLJQLILFDQW�DPRXQWV���)RU�FRPSHOOLQJ�HFRQRPLF�UHDVRQV�FRDO�ZLOO
UHPDLQ�WKH�RQO\�HFRQRPLFDO�RSWLRQ�IRU�PRVW�RI�&KLQD�V�FLWLHV��&RRNLQJ�LQ�&KLQHVH
KRXVHKROGV�LV�GRQH�RQ�LQGLYLGXDO�FRDO�VWRYHV��ZKLFK�LV�QRZ�KRZHYHU�LQFUHDVLQJO\�EHLQJ
UHSODFHG�E\�JDV�VWRYHV�
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(QHUJ\�&RQVHUYDWLRQ
$OWKRXJK�VXEVWDQWLDO�SURJUHVV�KDV�DOUHDG\�EHHQ�DFKLHYHG�LQ�WKH�ILHOG�RI�HQHUJ\
FRQVHUYDWLRQ�LW�LV�ZLGHO\�UHFRJQL]HG��ERWK�E\�WKH�&KLQHVH�JRYHUQPHQW�DQG�RXWVLGH
REVHUYHUV��WKDW�IXUWKHU�IXWXUH�HFRQRPLF�JURZWK�UHTXLUHV�PXFK�ELJJHU�LPSURYHPHQWV�LQ
HQHUJ\�HIILFLHQF\��$OO�UHFHQW�PDFURHFRQRPLF�IRUHFDVWLQJ��KDV�VKRZQ�FRQYLQFLQJO\�WKDW
FRQWLQXHG�JURZWK�LV�QRW�SK\VLFDOO\��ILQDQFLDOO\�RU�HQYLURQPHQWDOO\�VXVWDLQDEOH�ZLWKRXW
GUDPDWLF�IXUWKHU�LPSURYHPHQW�LQ��HQHUJ\�HIILFLHQF\�

,PSURYLQJ�WKH�FRXQWU\�V�HQHUJ\�HIILFLHQF\�WRGD\�VWDQGV�RXW�DV�WKH�JRYHUQPHQW�V
PDLQ��HQYLURQPHQWDO�SURWHFWLRQ�VWUDWHJ\�LQ�LWV�ILJKW�WR�UHGXFH�DLU�SROOXWLRQ�DQG�VWRS
LQFUHDVHV�LQ�JUHHQ�KRXVHV��JDV�HPLVVLRQV��(QRUPRXV�SRWHQWLDO�IRU�FRVW�HIIHFWLYH
LPSURYHPHQWV�LQ�HQHUJ\�HIILFLHQF\�UHPDLQV�XQWDSSHG�LQ�&KLQD��HVSHFLDOO\�LQ�WKH�LQGXVWULDO
VHFWRU��ZKLFK�LV�H[SHFWHG�WR�FRQWLQXH�WR�GRPLQDWH�HQHUJ\�FRQVXPSWLRQ�IRU�GHFDGHV��7KH
VWUDWHJLF�LPSRUWDQFH�RI�DQG�WKH�KXJH�UHPDLQLQJ�SRWHQWLDO�RI�HQHUJ\�FRQVHUYDWLRQ�LV�ZHOO
GRFXPHQWHG�LQ�PDQ\�VWXGLHV�ERWK�E\�WKH�:RUOG�%DQN�DQG�RWKHUV�

)LQGLQJ��,PSURYLQJ�WKH�FRXQWU\�V�HQHUJ\�HIILFLHQF\�WRGD\�VWDQGV
RXW�DV�WKH�JRYHUQPHQW�V�PDLQ��HQYLURQPHQWDO�SURWHFWLRQ�VWUDWHJ\
LQ�LWV�ILJKW�WR�UHGXFH�DLU�SROOXWLRQ�DQG�VWRS�LQFUHDVHV�LQ�JUHHQ
KRXVHV��JDV�HPLVVLRQV��(QRUPRXV�SRWHQWLDO�IRU�FRVW�HIIHFWLYH
LPSURYHPHQWV�LQ�HQHUJ\�HIILFLHQF\�UHPDLQV�XQWDSSHG�LQ�&KLQD�

'XULQJ�WKH�����V��&KLQD�VXFFHVVIXOO\�GHYHORSHG�D�FRPSUHKHQVLYH�HQHUJ\�FRQVHUYDWLRQ
SURJUDP�LQFOXGLQJ�SROLF\�GLUHFWLYHV��DQG�UHJXODWLRQV��7KLV�V\VWHP�ZDV�TXLWH�HIIHFWLYH
XQGHU�WKH�FHQWUDOO\�SODQQHG�V\VWHP��%XW�ZLWK�WKH�SUHVHQW�WUDQVLWLRQ�WR�D�PDUNHW�HFRQRP\
LW�LV�MXGJHG��DW�OHDVW�E\�WKH�:RUOG�%DQN��DV�QRW�EHLQJ�DEOH�WR�GHOLYHU�UHVXOWV�

,Q������&KLQDV�HFRQRP\�ZDV�DPRQJ�WKH�PRVW�HQHUJ\�LQWHQVLYH�LQ�WKH�ZRUOG��ZLWK�DQ
HQHUJ\�XVH�SHU�XQLW�RI�*'3�DERXW���WR����WLPHV�KLJKHU�WKDQ�PDMRU�GHYHORSHG�FRXQWULHV�
7KLV�ZDV�LQ�VSLWH�RI�WKH�IDFW�WKDW�WKH�FRXQWU\�V�FRPPHUFLDO�HQHUJ\�LQWHQVLW\�SHU�XQLW
*'3�KDG�IDOOHQ�E\�RYHU�����EHWZHHQ������DQG�������ZKLFK�LV�LQ�LWVHOI�D�UHPDUNDEOH
DFKLHYHPHQW�E\�LQWHUQDWLRQDO�VWDQGDUGV�

7KHUH�UHPDLQV�WRGD\�D�WUHPHQGRXV�VFRSH�IRU�IXUWKHU�LPSURYHPHQWV�LQ�WKH�WHFKQLFDO
HIILFLHQF\�RI�HQHUJ\�XVH��7KH��E\�IDU��ODUJHVW�SRWHQWLDO�OLHV�LQ�WKH�LQGXVWULDO�VHFWRU��ZKHUH
SRWHQWLDO�HQHUJ\�VDYLQJV�EHWZHHQ�WRGD\�DQG������KDYH�EHHQ�HVWLPDWHG�WR�EH�PRUH�WKDQ
����PLOOLRQ�WRQV�RI�FRDO�HTXLYDOHQW�SHU�\HDU��RU�PRUH�WKDQ�KDOI�RI�&KLQDV�FXUUHQW�DQQXDO�WRWDO
HQHUJ\�FRQVXPSWLRQ�

7KHUH�DUH�PDQ\�GLIIHUHQW�REVWDFOHV�WR�LPSOHPHQWLQJ�HQHUJ\�FRQVHUYDWLRQ�SURMHFWV�LQ
&KLQD�WRGD\��6RPH�FRQVWUDLQWV�DUH�EHFDXVH�RI�WKH�FXUUHQW�WUDQVLWLRQ�WR�PDUNHW�HFRQRP\
��ZKLOH�RWKHUV�DUH�FRPPRQ�LQ�GHYHORSHG�PDUNHW�HFRQRPLHV�DV�ZHOO��$�GUDZ�EDFN�ZLWK
SODQQHG�HFRQRP\�PHDVXUHV�LV�WKDW�WKH\�DUH�QRW�DXWRPDWLF�RU�EXLOW�LQWR�WKH�HFRQRPLF
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V\VWHP��$GPLQLVWUDWLRQ�RI�SURSHU�SULFHV�DQG�LQFHQWLYHV�WR�DFKLHYH�SRVLWLYH�FKDQJH
EHFRPHV�FXPEHUVRPH�DQG�FRPSOLFDWHG��3UHVVXUHV�DSSOLHG�WR�GLIIHUHQW�LQGXVWULHV�DQG�WR
GLIIHUHQW�ILUPV�EHFRPHV��JUHDWO\�XQHYHQ�DQG�WKHUHIRUH�DUELWUDU\�IURP�DQ�HFRQRPLF�SRLQW
RI�YLHZ�

$�YDULHW\�RI�HQHUJ\�HIILFLHQF\�SURMHFWV�KDYH�EHHQ�VKRZQ�WR�UHVXOW�LQ�VXEVWDQWLDO
UHGXFWLRQV�LQ�WKH�HPLVVLRQV�RI�ERWK�SDUWLFXODWHV�DQG�VXOSKXU��SULQFLSDOO\�WKURXJK�WKH
UHGXFWLRQ�LQ�HQHUJ\�FRQVXPSWLRQ��EXW�DOVR�WKURXJK�WKH�LQWURGXFWLRQ�RI�PRUH
VRSKLVWLFDWHG�WHFKQRORJLHV�WKDW�DUH�OHVV�SROOXWLRQ�LQWHQVLYH�DQG�WKDW�RIWHQ�HPERG\
SROOXWLRQ�FRQWURO�WHFKQRORJLHV��6XFK�SURMHFWV�DOVR�UHVXOW�LQ�FRQVLGHUDEOH�KHDOWK�EHQHILWV
IRU�UHVLGHQWV�E\�UHGXFLQJ�DPELHQW�FRQFHQWUDWLRQV��DQG�WKHUHE\�UHGXFLQJ�KXPDQ
H[SRVXUH�DQG�WKH�LQFLGHQFH�RI�UHVSLUDWRU\�LOOQHVVHV��7KH\�DOVR�UHGXFH�WKH�LOO�HIIHFWV�RQ
FURSV��HFRV\VWHPV�DQG�PDWHULDOV�

,Q�D�JURXS�RI�LQGXVWULDO�HQHUJ\�FRQVHUYDWLRQ�SURMHFWV��UHFHQWO\�DQDO\]HG�E\�WKH�:RUOG
%DQN��LW�ZDV�IRXQG�WKDW�WKH�HFRQRPLF�UDWH�RI�UHWXUQ��UDQJHG�EHWZHHQ����WR����������ZLWK�DQ
DYHUDJH�HFRQRPLF�LQWHUQDO�UDWH�RI�UHWXUQ��RI�����������6HH�µ3URMHFW�DSSUDLVDO�GRFXPHQW�RQ�D�SURSRVHG
ORDQ�LQ�WKH�DPRXQW�RI�86'����PLOOLRQ������IRU�DQ�HQHUJ\�FRQVHUYDWLRQ�3URMHFWµ���)HEUXDU\����������
:RUOG�%DQN�UHSRUW�QR�������&+$�

'LVWULFW�+HDWLQJ

&RYHUDJH
$ERXW����RI�WKH�����FLWLHV�LQ�QRUWKHUQ�&KLQD�DUH�WRGD\�HVWLPDWHG�WR�KDYH�LQWURGXFHG
VRPH�NLQG�RI�GLVWULFW�KHDWLQJ�V\VWHP��XVXDOO\�FRYHULQJ�OHVV�WKDQ������RI�WKH�WRWDO�IORRU
VSDFH�LQ�WKH�UHVSHFWLYH�FLWLHV��7KH�WRWDO�KHDWLQJ�DUHD�WRGD\�FRQQHFWHG�WR�GLVWULFW�KHDWLQJ
LQ�DOO�RI�&KLQD�LV�EHOLHYHG�WR�EH�VRPH����PLOOLRQ�VTP�

7KH�ILUVW�'+�V\VWHPV�LQ�&KLQD�ZHUH�LQVWDOOHG��DURXQG������ZLWK�VWHDP�VXSSO\�IRU�WKH
WH[WLOH�LQGXVWULHV��LQ�FRPELQDWLRQ�ZLWK�VWHDP�RU�KRW�ZDWHU�VXSSO\�IRU�KHDWLQJ�SXUSRVHV�
7KHVH�GLVWULFW�KHDWLQJ�V\VWHPV�ZHUH�EXLOW�DFFRUGLQJ�WR�WKH�HDVWHUQ��PRGHO�GHYHORSHG�LQ�WKH
6RYLHW�8QLRQ��DQG�DGRSWHG�E\�(DVWHUQ�(XURSH�DQG�&KLQD�
,Q�������DSSUR[LPDWHO\�����RI�WRWDO�SRZHU�JHQHUDWLQJ�FDSDFLW\�ZDV�HVWLPDWHG�WR�EH
XVHG�E\�WKH�FRXQWU\�V�GLVWULFW�KHDWLQJ�V\VWHPV��'+�LQ�&KLQD�LV�XVHG�RQO\�IRU�KHDWLQJ
SXUSRVHG�DQG�VR�IDU�QRW�DW�DOO�IRU�KRW�ZDWHU�GHOLYHU\�

*RYHUQPHQW�SROLF\
+HDWLQJ�LQ�&KLQD�V��FLWLHV�LV�H[FOXVLYHO\�EDVHG�RQ�FRDO�ILUHG�ERLOHUV�DQG�VWRYHV��1R
ILOWHULQJ�RI�WKH�HPLVVLRQV�LV�EHLQJ�GRQH��7KH�FRDO�XVHG�LV�RI�FRPSDUDWLYHO\�ORZ�TXDOLW\
DQG�KDV�D�KLJK�FRQWHQW�RI�VXOSKXU��DVK�DQG�RWKHU�SROOXWLQJ�FRPSRQHQWV��7KH�VPRNH�LV
HPLWWHG�WKURXJK�FKLPQH\V�DW�TXLWH�ORZ�OHYHO��7KH�KHDWLQJ�V\VWHPV�WKHUHIRUH�DUH�YHU\�ELJ
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FRQWULEXWRUV�WR�WKH�KLJK�OHYHOV�RI�SROOXWLRQ�IRXQG�HVSHFLDOO\�RQ�FROG�ZLQWHU�GD\V�LQ
&KLQD�V�FLWLHV�

7KH�*RYW��KDV�WRGD\�DQ�H[SOLFLW�SROLF\�RI�SURPRWLQJ�FR�JHQHUDWLRQ�SODQWV�DQG
GLVWULFW�KHDWLQJ��ZKLFK�WKH\�VHH�DV�WKH�EHVW�ZD\V�RI�DWWDFNLQJ�WKH�FRXQWU\�V�PDLQ�SROOXWLRQ
SUREOHP�E\�UHSODFLQJ�LQGLYLGXDO�ERLOHUV�DQG�IDPLO\�VWRYHV��WR�FRQVHUYH�HQHUJ\�E\
UHSODFLQJ�LQHIILFLHQW�KHDWLQJ�VRXUFHV�ZLWK�FRJHQHUDWLRQ�SODQWV�ZLWK�DQ�HIILFLHQF\�RI�����
DQG�WR�LPSURYH�WKH�FRXQWU\�V�OLYLQJ�VWDQGDUGV�E\�SURYLGLQJ�PRUH�VWDEOH�DQG�UHOLDEOH
KHDWLQJ�DQG�HOLPLQDWLQJ�WKH�QHHG�IRU�ORFDO�WUDQVSRUW�DQG�KDQGOLQJ�RI�FRDO�DQG�DVKHV�

7KURXJK�WKH�VHULHV�RI�'+�SURMHFWV�QRZ�EHLQJ�LPSOHPHQWHG�WKURXJKRXW�&KLQD
WKRXVDQGV�RI�VPDOOHU�FRDO�ILUHG�ERLOHUV�LQ�WKH�FLW\�FHQWHUV�ZLOO�EH�UHSODFHG��E\�KHDW�EHLQJ
SURGXFHG�LQ�HIILFLHQW�FR�JHQHUDWLRQ�SODQW�RU�KHDW�ZDWHU�FHQWUDOV��DOO�RI�ZKLFK�DUH
HTXLSSHG�ZLWK�HIILFLHQW�EXUQLQJ�SURFHVVHV��UHTXLULQJ�FRQVLGHUDEO\�OHVV�FRQVXPSWLRQ�RI
FRDO��7KH�VPRNH�JDVHV�DUH�ILOWHUHG�DQG�HPLWWHG�DW�KLJK�HOHYDWLRQV��7KH�RQH�WKLQJ
SUHYHQWLQJ�D�PDVVLYH�IXUWKHU�H[SDQVLRQ�RI�'+�LQ�&KLQD�WRGD\�LV�WKH�ODFN�RI�FDSLWDO
QHHGHG�IRU�LQYHVWPHQW��WKLV�KDV�DOVR�EHHQ�VKRZQ�WR�EH�D�PDMRU�REVWDFOH�IRU�WKH�FLWLHV
HQJDJHG�LQ�LQWURGXFLQJ�'+��WR�FRPSOHWH�WKHLU�SURMHFWV�RQ�WLPH�
7KH�PDLQ�DFWRU�LQ�WKH�ILHOG�RI�'+�LQ�&KLQD�LV�WKH�$VVRFLDWLRQ�RI�'LVWULFW�+HDWLQJ
&RPSDQLHV��$'+&��HVWDEOLVKHG�LQ������

,Q�UHFHQW�\HDUV�VHYHUDO�RI�WKH�HTXLSPHQW�QHHGHG�IRU�D�PRGHUQ�GLVWULFW�KHDWLQJ�V\VWHP�KDV
VWDUWHG�WR�EH�SURGXFHG�ZLWKLQ�WKH�FRXQWU\��)DFWRULHV�IRU�SUHIDEULFDWHG�DQG�SUHLQVXODWHG
SLSHV�KDYH�EHHQ��EXLOW�LQ�VHYHUDO�SODFHV�LQ�&KLQD��VR�IDU�LQ�+DUELQ��6KHQ\DQJ�DQG�WLQMLQ�
7KH�GLPHQVLRQV�RI�WKH�SLSHV�SURGXFHG�DUH�KRZHYHU�VPDOO��XS�WR�D��PD[LPXP�RI�����RU
����PP��WKH�TXDOLW\�LV�DW�OHDVW�VR�IDU�MXGJHG�WR�RI�VRPHZKDW�ORZHU�U�TXDOLW\�WKDQ
LPSRUWHG�SLSHV��3UHYLRXV�GHVLJQ�DQG�FRQVWUXFWLRQ�RI�SLSHOLQHV�LQ�&KLQD�JDYH�KLJK
WKHUPDO�ORVV�DQG�OHDNDJHV�UHVXOWLQJ�LQ�KLJK�PDLQWHQDQFH�DQG�RSHUDWLRQ�FRVW��/DUJH
GLPHQVLRQ�SLSHV�PXVW�WKHUHIRUH�EH�LPSRUWHG�

2WKHU�GRQRUV
&KLQD�KDV�KDG�RU�KDV�FRRSHUDWLRQ�ZLWK�VHYHUDO�GRQRUV�LQ�'+��LQ�VHYHUDO�FLWLHV�DQG�ZLWK
YDU\LQJ�PRGHV�RI�ILQDQFLQJ��,Q�DGGLWLRQ�WR�6ZHGHQ�WKH�IROORZLQJ�GRQRUV�KDYH�KDG��RU
KDYH�VXSSRUWHG�GLVWULFW�KHDWLQJ�SURMHFWV�LQ�&KLQD��)LQODQG��'HQPDUN��-DSDQ��*HUPDQ\�
$OVR�WKH�:RUOG�%DQN�DQG�WKH�$VLDQ�'HYHORSPHQW�%DQN�KDV�HQJDJHG�LQ�VRPH�'+
SURMHFWV��,Q�PRVW�FDVHV�GLVWULFW�KHDWLQJ�LV�LQFOXGHG�DV�RQH�FRPSRQHQW�LQ�D�PXFK�ODUJHU��
LQWHJUDWHG��XUEDQ�RU�UHJLRQDO�GHYHORSPHQW�SURMHFW��EXW�WKHUH�DUH�DOVR�D�IHZ�SXUH�'+
SURMHFWV�

7DULIIV
7KH�FKDUJH�WRGD\�IRU�KHDW�FRQVXPSWLRQ�LV�RQO\�D�IODW�UDWH�SHU�VTP�RI�KHDWLQJ�DUHD
FRQQHFWHG��DQG�ZLWK�QR�UHODWLRQ�WR�WKH�DPRXQW�FRQVXPHG�RU�WR�WKH�LQVXODWLRQ�DQG�RWKHU
FKDUDFWHULVWLFV�RI�HDFK�SDUWLFXODU�FRQVXPHU��$OO�FKDUJHV�WR�WKH�FRQVXPHU��ERWK
FRQQHFWLRQ�IHH�DQG�DQQXDO�IHH��DUH�WKXV�IL[HG��DQG�GR�QRW�SURYLGH�DQ\�LQFHQWLYH�IRU
HQHUJ\�FRQVHUYDWLRQ��&RQVXPHUV�SD\�WKH�VDPH�LUUHVSHFWLYH�RI�KRZ�PXFK�WKH\�XVH�
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&RQVXPSWLRQ�PHWUHV�GR�QRW�H[LVW��DQG�WKH�KHDWLQJ�ELOO�LV�DOZD\V�SDLG�E\�WKH�KRXVHRZQHU�
QHYHU�E\�WKH�FRQVXPHU�GLUHFWO\�

7KHUH�LV�WRGD\�KRZHYHU�VDLG�WR�EH�D�JURZLQJ�DZDUHQHVV�ZLWKLQ�WKH�*RYHUQPHQW
RI�WKH�QHHG�WR�PRYH�WRZDUGV�D�V\VWHP�ZKLFK�KDV�ERWK�D�IL[HG��LQVWDOODWLRQ�FRPSRQHQW
DQG�D�YDULDEOH�XVDJH�FRPSRQHQW�

+HDWLQJ�WDULIIV�WRGD\�YDU\�EHWZHHQ�GLIIHUHQW�FLWLHV��+HUH�DUH�VRPH�H[DPSOHV�
,Q�%HLMLQJ�KLJK�VWDQGDUG�KRWHOV�DQG�LQWHUQDWLRQDO�RUJDQL]DWLRQV��FRQQHFWHG���PRQWKV�D
\HDU��SD\�D�WDULII�RI�����50%�SHU�VTP�SHU�\HDU���PLGGOH�VWDQGDUG�KRWHOV�DQG
RUJDQL]DWLRQV��FRQQHFWHG���PRQWKV�D�\HDU��SD\�D�WDULII�RI����50%�SHU�\HDU��DQG
UHVLGHQWLDO�KRXVHV��FRQQHFWHG���PRQWKV��SD\�����50%�SHU�VTP��,Q�0XGDQMDQJ�WKHUH�LV�D
XQLILHG�UDWH�RI�����UPE�SHU�VTP�SHU�\HDU�ZKHQ�WKH�FRQQHFWLRQ�ODVWV�IRU��PRQWKV��ZKLOH�LQ
'DOLDQ�WKH�FRUUHVSRQGLQJ�ILJXUH�LV������50%V�EXW�ODVWV�RQO\�IRU���PRQWKV�D�\HDU�

����8LI�)RZMVSRQIRX
�7KH�IROORZLQJ�VHFWLRQ�GUDZV�RQ��DQG�TXRWHV�H[WHQVLYHO\�IURP��D�UHFHQW�ZRUOG�EDQN�UHSRUW��´&KLQD�������GHYHORSPHQW�FKDOOHQJHV
LQ�WKH�QHZ�&HQWXU\µ���6HSWHPEHU�����������UHSRUW�1R�������&+$µ�

&KLQDV�V��DLU�DQG�ZDWHU��SDUWLFXODUO\�LQ�XUEDQ�DUHDV�DUH�DPRQJ�WKH�PRVW�SROOXWHG�LQ�WKH
ZRUOG��$FFRUGLQJ�WR�HVWLPDWHV�RI�WKH�:RUOG�%DQN�DV�PDQ\�DV���������GHDWKV�D�\HDU�FDQ
EH�DVFULEHG�WR�WKH�DLU�SROOXWLRQ�DORQH�QRW�UHDFKLQJ�XS�WR�&KLQHVH�JRYHUQPHQW�VWDQGDUGV�
2YHUDOO��WKH�HFRQRPLF�FRVW��RI�&KLQD�V�DLU�DQG�ZDWHU�SROOXWLRQ�KDV�EHHQ�HVWLPDWHG�DW���WR
����RI�*'3�SHU�\HDU�

$�PDMRU�IDFWRU�LV�&KLQDV�H[WUHPH�GHSHQGHQFH�RQ�FRDO�IRU�LWV�XVH�RI�HQHUJ\��DQG�LQ
SDUWLFXODU�GXH�WR�WKH�PDQ\�VPDOO�LQGLYLGXDO�ERLOHUV�DQG�VWRYHV�XVHG�LQ�LQGXVWU\�DV�ZHOO�DV
LQ�KRXVHKROGV��(QYLURQPHQWDO�SUREOHPV�RFFXU�DW�HYHU\�VWDJH�RI�WKH�FRDO�FKDLQ��PLQLQJ
DQG�GLVSRVDO�RI�PLQH�ZDVWH��FRDO�ZDVKLQJ��WUDQVSRUW�DQG�KDQGOLQJ��SURFHVVLQJ�DQG
FRPEXVWLRQ��DQG�XOWLPDWHO\�DVK�GLVSRVDO��&RDO�DFFRXQWV�IRU�DOPRVW�������RI�WKH�FXUUHQW
GHPDQG�IRU�HQHUJ\��PDNLQJ�WKH�FRXQWU\�WKH�ZRUOGV�ODUJHVW�FRQVXPHU�RI�FRDO�

$QRWKHU�IDFWRU�LV�&KLQD�V�ERRPLQJ�FLWLHV��%HWZHHQ������DQG����WKHLU
SRSXODWLRQV�VZHOOHG�E\�����PLOOLRQ�UHVLGHQWV�SOXV�VRPH����PLOOLRQ�XQUHJLVWHUHG�PLJUDQWV
IURP�WKH�FRXQWU\VLGH��5LVLQJ�XUEDQL]DWLRQ�KDV�QRW�RQO\�EHHQ�DFFRPSDQLHG�E\��LQFUHDVHG
XVH�RI�FDUV��DQG�ODUJHO\�XQWUHDWHG�HPLVVLRQV�RI�PXQLFLSDO�ZDVWH��LW�KDV�DOVR�LQFUHDVHG�WKH
SURSRUWLRQ�RI�WKH�SRSXODWLRQ�H[SRVHG�WR�WKH�JUHDWHU�SROOXWLRQ�IRXQG�LQ�WKH�XUEDQ�DUHDV�

2YHU�WKH�ODVW�WZR�GHFDGHV�XUEDQL]DWLRQ��LQGXVWULDOL]DWLRQ�DQG�PRWRUL]DWLRQ�KDYH
VHULRXVO\�GDPDJHG�DLU�DQG�ZDWHU�TXDOLW\��0RUHRYHU��LQFUHDVLQJO\�LQWHQVLYH�$JULFXOWXUDO
SUDFWLFHV�KDYH�OHG�WR�D�QHZ�JHQHUDWLRQ�RI�HQYLURQPHQWDO�WKUHDWV��DV�UXQ�RIIV�IURP
IHUWLOL]HG�ILHOGV�KDV�FRQWULEXWHG�WR�ZDWHU�SROOXWLRQ�
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)RU��SDUWLFXODUO\��DLU�DQG�ZDWHU�SROOXWLRQ�WKH�EHQHILWV�RI�LQYHVWPHQWV�LQWR
DEDWHPHQW�PHDVXUHV�VR�FOHDUO\�RXWZHLJK�WKH�FRVWV�WKDW�WKH\�MXVWLI\�PDVVLYH�LQYHVWPHQWV�LQ
SROOXWLRQ�DEDWHPHQW�

7KH�H[WHQW�RI�HQYLURQPHQWDO�GDPDJH�L�&KLQD�LV�REYLRXVO\�UHODWHG�WR�WKH�ODFN�RI
V\VWHPDWLF�NQRZOHGJH�RQ�SDUW�RI�WKH�LQKDELWDQWV�DERXW�KRZ�JUDYH�WKH�HQYLURQPHQWDO
VLWXDWLRQ�DFWXDOO\�LV��,Q������&KLQD�V�JRYHUQPHQW�SDVVHG�D�ODZ�UHTXLULQJ��ORFDO
JRYHUQPHQW�DW�DOO�OHYHOV���L�H��FLWLHV��GLVWULFWV�DQG�SURYLQFHV���WR�FRPSLOH�DQG�SXEOLVK
HQYLURQPHQWDO�UHSRUWV��%XW�WKLV�RUGHU�ZDV�ODUJHO\�LJQRUHG�XQWLO�PD\������ZKHQ����FLWLHV
EHJDQ�WR�PDNLQJ�ZHHNO\�DLU�SROOXWLRQ�UHSRUWV��7KH�FRXQWU\�V�FDSLWDO�%HLMLQJ�ZDV�WKH�ODVW
PDMRU�FLW\�WR�FRPSO\�ZLWK�WKH�UHJXODWLRQ��EHJLQQLQJ�WR�UHOHDVH�GDWD�RQO\�LQ�)HEUXDU\
�����

)LQGLQJ��$�PDMRU�IDFWRU�LQ�HQYLURQPHQWDO�SROOXWLRQ�LV�&KLQDV
H[WUHPH�GHSHQGHQFH�RQ�FRDO�IRU�LWV�XVH�RI�HQHUJ\��DQG�LQ�SDUWLFXODU
GXH�WR�WKH�PDQ\�VPDOO�LQGLYLGXDO�ERLOHUV�DQG�VWRYHV�XVHG�LQ�LQGXVWU\�DV
ZHOO�DV�LQ�KRXVHKROGV��(QYLURQPHQWDO�SUREOHPV�RFFXU�DW�HYHU\�VWDJH�RI
WKH�FRDO�FKDLQ��PLQLQJ�DQG�GLVSRVDO�RI�PLQH�ZDVWH��FRDO�ZDVKLQJ�
WUDQVSRUW�DQG�KDQGOLQJ��SURFHVVLQJ�DQG�FRPEXVWLRQ��DQG�XOWLPDWHO\
DVK�GLVSRVDO��&RDO�DFFRXQWV�IRU�DOPRVW�������RI�WKH�FXUUHQW�GHPDQG
IRU�HQHUJ\��PDNLQJ�WKH�FRXQWU\�WKH�ZRUOGV�ODUJHVW�FRQVXPHU�RI�FRDO�

$LU�SROOXWLRQ
$LU�SROOXWLRQ�LQ�&KLQD�V�FLWLHV�LV�YHU\�KLJK�HYHQ�E\�GHYHORSLQJ�FRXQWU\�VWDQGDUGV��7KLV�LV
LOOXVWUDWHG�E\�WKH�IROORZLQJ�ILJXUH

)LJXUH����7RWDO�6XVSHQGHG�SDUWLFXODWHV��763���PLFURJUDPV�SHU�FXELF�PHWHU��6RXUFH��:RUOG�%DQN�����
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,Q�WKH�ILJXUH�ZH�FDQ�VHH�WKDW�RI�WKH�VHYHQ�PRVW�SROOXWHG�FLWLHV�LQ�WKH�:RUOG��ILYH�DUH
&KLQHVH�

,Q�UHODWLRQ�WR�PDQ\�(XURSHDQ�FRXQWULHV�WKH�DOORZDEOH�VWDQGDUGV�DV�GHWHUPLQHG�E\�WKH
&KLQHVH�JRYHUQPHQW�DUH�PXFK�KLJKHU�DV�FDQ�EH�VHHQ�IURP�WKH�IROORZLQJ�WDEOH
FRPSDULQJ�&KLQD�ZLWK�6ZHGHQ�

7DEOH����&KLQHVH�RIILFLDO�DLU�SROOXWLRQ�VWDQGDUGV�DV�FRPSDUHG�ZLWK�6ZHGLVK��PJ�1P�
&KLQHVH�&ODVV�,,�VWDQGDUG 6ZHGLVK�VWDQGDUG�����

763 ��� ����
62� ���� ����
12[ ���� ����
&2 ��� ���

$V�FDQ�EH�VHHQ�WKH�6ZHGLVK�OLPLWV�DUH�PXFK�PRUH�VWULQJHQW�WKDQ�WKH�&KLQHVH�

$OWKRXJK�SDUWLFXODWH��HPLVVLRQV�KDYH�UHPDLQHG�DSS��FRQVWDQW�VLQFH�WKH�����V��ZKLFK�LQ
LWVHOI�LV�H[WUHPHO\�LPSUHVVLYH�FRQVLGHULQJ�WKH�IDFW�WKDW�FRDO�FRQVXPSWLRQ�KDV�PRUH�WKDQ
GRXEOHG��VXOIXU�GLR[LGH��HPLVVLRQV�KDYH�ULVHQ�VKDUSO\��$PELHQW�OHDG��OHYHOV�DOVR�DSSHDU�WR�EH
ULVLQJ��5HFHQW�HYLGHQFH�VXJJHVWV�WKDW�DV�PDQ\�DV�KDOI�WKH�FKLOGUHQ�LQ�6KDQJKDL�VXIIHU
IURP�HOHYDWHG�OHYHOV�RI�OHDG�LQ�WKHLU�EORRG�

7KHUH�DUH��DFFRUGLQJ�WR�DQDO\]H�FDUULHG�RXW�E\�WKH�:RUOG�%DQN��WKUHH�PDLQ�UHVSRQVLEOH
IDFWRUV�IRU�&KLQDV�DLU�SROOXWLRQ�

)LUVWO\���VPDOO�DQG�LQHIILFLHQW�LQGXVWULDO�ERLOHUV�ZKLFK�RIWHQ�HPLW�IURP�ORZ�VWDFNV�
DFFRXQWLQJ�IRU�EHWZHHQ�RQH�WKLUG�DQG�RQH�KDOI�RI�JURXQG�OHYHO�SDUWLFXODWHV�DQG�VXOIXU
GLR[LGH�

6HFRQGO\���WKH�UHVLGHQWLDO�XVH�RI�FRDO��$OWKRXJK�UHVLGHQWLDO�XVH�DFFRXQWV�IRU�RQO\���
��RI�WRWDO�FRDO�FRQVXPSWLRQ���LW�LV�UHVSRQVLEOH�IRU�����RI�HPLVVLRQV�RI�SDUWLFXODWHV�DQG
VXOIXU�GLR[LGHV��,W�DOVR�KDUPV�WKH�LQGRRU�DLU�TXDOLW\�FDXVLQJ�D�KHDOWK�KD]DUG�DERXW�DV
VHULRXV�DV�VPRNLQJ�

7KLUGO\���FDUV��ZKRVH�YROXPH�DUH�JURZLQJ�E\����HDFK�\HDU��7KH�GDPDJH�LV
DJJUDYDWHG�E\�VORZ�DYHUDJH�GULYLQJ�VSHHG�ZKLFK�LV�GXH�WR�WKH�FRQJHVWLRQ��DQG�ORZ
YHKLFOH�HPLVVLRQ�VWDQGDUGV��7KH�FDUV�RI�%HLMLQJ�DOWKRXJK�RQO\�RQ�WHQWK�WKH�QXPEHU�RI
WKRVH�LQ�/RV�$QJHOHV��SURGXFH�DV�ELJ�SROOXWLRQ�

+HDOWK
0RUWDOLW\�UDWHV�IURP�FKURQLF�REVWUXFWLYH�SXOPRQDU\�GLVHDVH��ZKLFK�LV�WKH�PDLQ�FDXVH�RI
GHDWK�LQ�&KLQD��DUH�ILYH�WLPHV�DV�KLJK�DV�LQ�WKH�8QLWHG�VWDWHV��7KLV�LV�QRW�RQO\�EHFDXVH�RI
&KLQD�V�PXFK�KLJKHU�UDWH�RI�VPRNLQJ�DQG�SRRUHU�KHDOWK�FDUH��(SLGHPLRORJLFDO�VWXGLHV
LQGLFDWH�WKDW��WKH�GLIIHUHQFH�LQ�SDUWLFXODWH�DQG�VXOIXU�GLR[LGH�FRQFHQWUDWLRQV�EHWZHHQ
%HLMLQJ�DQG�1HZ�<RUN�FLW\��DERXW�����DQG����PLFURJUDPV�SHU�FXELF�PHWHU�UHVSHFWLYHO\�
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LV�DVVRFLDWHG�ZLWK�������KLJKHU�PRUWDOLW\�UDWHV�IURP�FKURQLF�REVWUXFWLYH�SXOPRQDU\
GLVHDVH��5HGXFLQJ�RXWGRRU�SROOXWLRQ�OHYHO�WR�WKH�VWDQGDUG�VHW�E\�WKH�&KLQHVH
*RYHUQPHQW�ZRXOG�VDYH���������OLYHV�D�\HDU��DQG�GRLQJ�WKH�VDPH�IRU�LQGRRU�SROOXWLRQ
ZRXOG�VDYH�DQRWKHU����������OLYHV�

$LU�SROOXWLRQ�KDV�DOVR�EHHQ�FDOFXODWHG�WR�FDXVH�DQ�HVWLPDWHG���������DGGLWLRQDO�KRVSLWDO
DGPLVVLRQV�DQG�QHDUO\����PLOOLRQ�(PHUJHQF\�URRP�YLVLWV�GLUHFWO\�DWWULEXWDEOH�RQO\�WR
WKDW�SDUW�RI�DLU�SROOXWLRQ�ZKLFK�H[FHHGV�&KLQDV�RZQ�VWDQGDUGV��$�UHFHQW�:RUOG�%DQN
UHSRUW�HVWLPDWHG�WKH�QXPEHU�RI�ZRUNLQJ�GD\V�ORVW�EHFDXVH�RI�DLU�SROOXWLRQ�WR�����PLOOLRQ
SHUVRQ�GD\V�HDFK�\HDU��1XPHURXV�VWXGLHV��KDYH�DOVR�GRFXPHQWHG�WKH�GDPDJHG�WR
FKLOGUHQ�RI�OHDG�H[SRVXUH��IURP�VWXQWHG�JURZWK�WR�QHXURORJLFDO�GLVRUGHUV�DQG
LQWHOOLJHQFH�TXRWLHQW�GHILFLHQFLHV�

:RPHQ�DQG�FKLOGUHQ�ZKR�VSHQG�PRUH�WLPH�DW�KRPH�LQ�FORVHG�URRPV�ZKHUH�FRDO
EULTXHWWHV�DUH�XVHG�RQ�KRPH�VWRYHV�DQG�IRU�KHDWLQJ�LQ�ZLQWHU��DUH�EHLQJ�KLW�HVSHFLDOO\
KDUG�E\�LQGRRU�SROOXWLRQ��7KHUH�PDMRU�KHDOWK�ULVNV�DVVRFLDWHG�ZLWK�WKH�GRPHVWLF�XVH�RI
SROOXWLQJ�IXHOV��DFXWH�UHVSLUDWRU\�LQIHFWLRQ��D�OHDGLQJ�NLOOHU�RI�FKLOGUHQ�XQGHU�WKH�DJH�RI
ILYH��FKURQLF�OXQJ�GLVHDVHV�VXFK�DV�EURQFKLWLV��HPSK\VHPD��DVWKPD��DQG�FDQFHU�
WKH�FRDO�XVHG�RQ�KRPH�VWRYHV�LV�VDLG�WR�EH�WKH�PDLQ�FDXVH�RI�OXQJ�FDQFHU�LQ�UXUDO�DUHDV
ZKHUH�ZRPHQ�DUH�GLVSURSRUWLRQDWHO\�DIIHFWHG�

&KLOGUHQ�LQ�WKH�H�J��WKH�6KHQ\DQJ�DUHD��ZKHUH�RQH�RI�WKH�6ZHGLVK�VXSSRUWHG�'+
SURMHFWV�LV�ORFDWHG��KDYH�EORRG�OHYHO�DYHUDJLQJ������KLJKHU��WKDQ�OHYHOV�FRQVLGHUHG
GDQJHURXV�WR�PHQWDO�GHYHORSPHQW��7KLV�KDV�EHHQ�DVVRFLDWHG�ZLWK�WKH�LQFUHDVHG�XVH�RI
FDUV�

,Q�%HLMLQJ�UHVHDUFKHUV�KDYH�IRXQG�DQ�DVVRFLDWLRQ�EHWZHHQ�DLU�SROOXWLRQ�DQG�ORZ�ELUWK
ZHLJKWV��7KH\�DOVR�IRXQG�D�´VLJQLILFDQW�H[SRVXUH�UHVSRQVH�UHODWLRQVKLSµ�EHWZHHQ
PDWHUQDO�H[SRVXUHV�WR�VXOIXU�GLR[LGH�DQG�763�GXULQJ�WKH�WKLUG�WULPHVWHU�RI�SUHJQDQF\
DQG�LQIDQW�ELUWK�ZHLJKW�

$FLG�UDLQ��LV�DQRWKHU�E\�SURGXFW�RI��DLU�SROOXWLRQ�ZKLFK�FDXVHV�FURS�GDPDJH�
GHIRUHVWDWLRQ��VWUXFWXUDO�GDPDJH�WR�EXLOGLQJV��DQG�RI�FRXUVH�KDUP�WR�KXPDQ�KHDOWK�
(PLVVLRQV�RI�VXOIXU�GLR[LGH�DQG�QLWURXV�R[LGH�UHDFW�ZLWK�DWPRVSKHULF�ZDWHU�DQG�R[\JHQ
WR�IRUP�VXOIXULF�DFLG�DQG�QLWULF�DFLG��ZKLFK�FDQ�UHWXUQ�WR�HDUWK�QHDUE\�RU�HYHQ�WKRXVDQGV
RI�PLOHV�DZD\��,Q�D�VWXG\������LW�ZDV�IRXQG�WKDW�DV�PXFK�DV�RQH�TXDUWHU�RI�WKH�YHJHWDEOH
FURSV�LQ�D�6RXWKHUQ�SURYLQFH�ZDV�GDPDJHG�E\�DFLG�UDLQ�

)LQGLQJ��5HGXFLQJ�RXWGRRU�SROOXWLRQ�OHYHO�WR
WKH�VWDQGDUG�VHW�E\�WKH�&KLQHVH�*RYHUQPHQW
ZRXOG�VDYH���������OLYHV�D�\HDU��DQG�GRLQJ�WKH
VDPH�IRU�LQGRRU�SROOXWLRQ�ZRXOG�VDYH�DQRWKHU
��������OLYHV�
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:DWHU�SROOXWLRQ
,QGXVWULDO�DQG�PXQLFLSDO�ZDVWH�DQG�FKHPLFDO�DQG�RUJDQLF�IHUWLOL]HU�UXQRII�DUH�WKH�PDLQ
VRXUFHV�RI�ZDWHU�SROOXWLRQ�LQ�&KLQD��7KH�LQFUHDVLQJ�SROOXWLRQ�KDV�FRQVLGHUDEO\�LQFUHDVHG
WKH�FRVW�RI�SURYLGLQJ�GULQNLQJ�ZDWHU�WR��JURZLQJ�SRSXODWLRQ��%HFDXVH�RI�SROOXWLRQ�RQH
PXQLFLSDOLW\�LQ�6KDQJKDL�KDG�WR�PRYH�LWV�GULQNLQJ�ZDWHU�VRXUFH��XSVWUHDP�DW�D�FRVW�RI
86'�����PLOOLRQ��,Q�PDQ\�FLWLHV�KRXVHKROGV�PXVW�ERLO�WKHLU�ZDWHU�EHIRUH�GULQNLQJ�LW�
ZKLFK�LV�PXFK�PRUH�H[SHQVLYH�WKDQ�FHQWUDOL]HG�FKORULQDWLRQ�

,Q������DERXW�����RI�WKH�DJULFXOWXUDO�ODQGV�UHFHLYHG�ZDWHU�VR�SROOXWHG�WKDW��LW�ZDV�XQILW
IRU�XVH��OHDGLQJ�WR�DQ�HVWLPDWHG�ORVV�LQ�JUDLQ�SURGXFWLRQ�RI���PLOOLRQ�WRQV�
2QH�VWXG\�IRXQG�WKDW�LI�ZDVWH�ZDWHU�WUHDWPHQW�ZHUH�LPSURYHG�IURP�WKH�FXUUHQW������WR
������WRWDO�DQQXDO�JUDLQ�SURGXFWLRQ�FRXOG�LQFUHDVH�E\����PLOOLRQ�WRQV�E\�������

&RVW�RI�SROOXWLRQ�
$QDO\VLV�FDUULHG�RXW�E\�WKH�:RUOG�%DQN�VKRZV�WKDW�WKH�FXUUHQW�DQQXDO�FRVW�RI�SROOXWLRQ
LV�H[WUHPHO\�KLJK��$LU�SROOXWLRQ�DORQH�FRVWV�WKH�HFRQRP\���WR���SHU�FHQW�RI�*'3�SHU
\HDU���:DWHU�SROOXWLRQ�FRVWV�DQRWKHU����SHU�FHQW�RI�*'3��DQG�SRVVLEO\�PXFK�PRUH�JLYHQ
WKH�GLIILFXOWLHV�WR�TXDQWLI\�WKH�HFRQRPLF�GDPDJH�LW�FDXVHV�

7KH�HFRQRPLF�FRVW�WR�VRFLHW\�RI�GLIIHUHQW�W\SHV�RI�HQYLURQPHQWDO�SROOXWLRQ�FDQ�EH�VHHQ
IURP�WKH�IROORZLQJ�WDEOH��LQ�ELOOLRQV�RI�86'�

7DEOH����(FRQRPLF�FRVWV�WR�&KLQHVH�VRFLHW\�IURP�GLIIHUHQW�NLQGV�RI�SROOXWLRQ
W\SH�RI�SROOXWLRQ FRQVHUYDWLYH

HVWLPDWH
PRGHUDWH
HVWLPDWH

XUEDQ�DLU�SROOXWLRQ ���� ����
LQGRRU�DLU�SROOXWLRQ ��� ����
OHDG�H[SRVXUH ��� ���
ZDWHU�SROOXWLRQ ��� ���
DFLG�UDLQ ���� ���
7RWDO �� ��
��RI�*'3 ��� ���

0DUNHW�IRUFHV�LQWURGXFHG�JUDGXDOO\�LQ�&KLQD�RYHU�WKH�SDVW�WZR�GHFDGHV�KDYH�SURYLGHG
IRXQGDWLRQ�IRU�UDSLG�HFRQRPLF�JURZWK��EXW��GHVSLWH�UHFHQW�UHIRUPV�LQ�QDWXUDO�UHVRXUFH
SULFLQJ�DQG�WD[DWLRQ��WKH�PDUNHW�IRUFHV�KDYH�VR�IDU�QRW�EHHQ�GHSOR\HG�VR�DV�WR�UHIOHFW�WKH
UHDO�HFRQRPLF�FRVW�RI�H�J��SROOXWLRQ��DQG�WKXV�FRQWULEXWH�WR�DOWHULQJ�WKH�FRQVXPHU
EHKDYLRU�LQ�ZD\V�WKDW�EHQHILW�WKH�HQYLURQPHQW��0RVW�SULFHV�WRGD\�FDQ�EH�VDLG�WR�UHIOHFW
SURGXFWLRQ�FRVW���EXW�WKH\�DUH�IDU�DZD\�IURP�UHIOHFWLQJ�WKH�VRFLDO�DQG�HFRQRPLF�FRVW�WR
VRFLHW\�
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:LWK�FRDO�DQG�RWKHU�HQHUJ\�SULFHV�EHLQJ�VXEVLGL]HG�WKHUH�LV�OLWWOH�LQFHQWLYH�WR�DSSO\
FRQVHUYDWLRQ�PHDVXUH�RU�FRDO�ZDVKLQJ�WHFKQRORJLHV�WKDW�DUH�HFRQRPLFDO��DW�KLJKHU
SULFHV��,I��DQ�HQYLURQPHQWDO�WD[�ZHUH�LQWURGXFHG�WKLV�ZRXOG�OHDG�WR�D�QXPEHU�RI
SROOXWLRQ�DEDWLQJ�LQYHVWPHQWV�LQFOXGLQJ�PRUH�GLVWULFW�KHDWLQJ�SURJUDPV�

5HFHQWO\�WKH�FRXQWU\�V�1DWLRQDO�(QYLURQPHQW�3URWHFWLRQ�$JHQF\��KDV�VXJJHVWHG�D
WHQIROG�UDLVLQJ�RI�WKH�DLU�SROOXWLRQ�OHY\��*LYHQ�WKDW�WKH�HIIHFWLYH�DLU�DQG�ZDWHU�SROOXWLRQ
OHYHOV�KDYH�DFWXDOO\�IDOOHQ�LQ�UHDO�WHUPV�VLQFH�������WKLV�ZRXOG�DSSHDU�WR�EH�D�QHFHVVDU\
FRUUHFWLYH�

7KDW�LQYHVWPHQW�LQ�SROOXWLRQ�DEDWHPHQW�FDQ�KDYH�GUDPDWLF�HFRQRPLF�EHQHILWV�WR�VRFLHW\
FDQ�EH�VHHQ�IURP�DQ�H[DPSOH�IURP�=KHQJVKRX�LQ�+XQDQ�SURYLQFH�ZKHUH�DLU�SROOXWLRQ�LV
W\SLFDO�RI�&KLQD�DV�D�ZKROH��7KHUH�WKH�LQFUHPHQWDO�FRVW�RI�UHGXFLQJ�VXOIXU�GLR[LGH�E\��
WRQ�ZDV�FDOFXODWHG�E\�WKH�:RUOG�%DQN�WR�EH��86'������DQG�WKLV�ZRXOG�VDYH������SHUFHQW
RI�D�´VWDWLVWLFDO�OLIHµ��7KH�LPSOLFDWLRQ�RI�WKLV�LV�WKDW�RQH�KXPDQ�OLIH��ZLWK�WKH�FXUUHQW
SROOXWLRQ�WD[�V\VWHP��LV�YDOXHG�DW�RQO\������������ �86'�����
7KH�RSWLPDO�OHY\��L�H��WKH�RQH�DW�ZKLFK�WKH�FRVW�WR�ILUPV�RI�DEDWHPHQW�HTXDOV�WKH�VRFLDO
EHQHILW��RI�FOHDQHU�DLU���LV�HVWLPDWHG�WR�EH�QHDUO\�ILIW\�����WLPHV�WKH�FXUUHQW�OHY\�

$OVR�LQYHVWPHQWV�LQ�SXEOLF�LQIUDVWUXFWXUH�ZRXOG�OHDG�WR�YHU\�ODUJH�HQYLURQPHQWDO
EHQHILWV��,QFUHDVLQJ�WKH�DYDLODELOLW\�RI�JDV�IRU�KRXVHKROGV�ZRXOG�GUDPDWLFDOO\�UHGXFH
LQGRRU�DQG�RXWGRRU�SDUWLFXODWH�DQG��VXOIXU�GLR[LGH�FRQFHQWUDWLRQV�DV�JDV�UHSODFHG�FRDO
IRU�FRRNLQJ�DQG�KHDWLQJ���([DFWO\�WKH�SDUDOOHO�FDVH�ZH�KDYH�ZLWK�WKH�LQWURGXFWLRQ�RI
GLVWULFW�KHDWLQJ�

6WDQGDUGV�IRU�FDU�HPLVVLRQV�DUH�VWLOO�PXFK�EHORZ�WKRVH�RI�LQGXVWULDO�FRXQWULHV�DQG�VKRXOG
EH�UDLVHG��$�FDU�RSHUDWLQJ�LQ�&KLQD�HPLWV����WR����WLPHV�DV�PXFK�FDUERQ�PRQR[LGH�DQG
IRUW\�WR�VL[W\�WLPHV�DV�PDQ\�K\GURFDUERQV�DV�D�FDU�LQ�WKH�XQLWHG�6WDWHV�

7KH�ZRUOG�EDQN�KDV�FDOFXODWHG�WKH�RYHUDOO�UDWLRV�RI�EHQHILWV�WR�FRVWV�UHVXOWLQJ�IURP
SROOXWLRQ�DEDWHPHQW�LQYHVWPHQWV��DV�VKRZQ�LQ�WKH�IROORZLQJ�WDEOH�

7DEOH����5HWXUQV�WR�LQYHVWPHQW�LQ�SROOXWLRQ�DEDWHPHQW

5DWLR�RI�EHQHILWV�WR�LQYHVWPHQW�FRVWV�LQ��
5HTXLUHG
�H[SHQGLWXUH�
���RI�*'3

&RQVHUYDWLYH
HVWLPDWH�RI�FRVW
RI�SROOXWLRQ

0RGHUDWH�HVWLPDWH
RI�FRVW�RI�SROOXWLRQ

$LU�SROOXWLRQ���H[FOXGLQJ�OHDG ��� ��� ���
:DWHU�SROOXWLRQ ��� ��� ���
$OO�IRUPV�RI�SROOXWLRQ ��� ��� ���
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7KH�UHVXOWV�DUH�GUDPDWLF��LQYHVWPHQWV�LQ�DLU�SROOXWLRQ�DEDWHPHQW�ZLOO�\LHOG�EHQHILWV�����
KLJKHU�WKDQ�WKH�LQYHVWPHQW�LI�WKH�FRVW�RI�SROOXWLRQ�LV�FRQVHUYDWLYHO\�HVWLPDWHG��EXW�LI�WKH
VDPH�FRVWV�DUH�PRUH�UHDOLVWLFDOO\�HVWLPDWHG��WKH�EHQHILWV�ZLOO�EH�������KLJKHU�WKDQ�WKH
LQYHVWPHQW��)RU�ZDWHU�SROOXWLRQ�WKH�FRUUHVSRQGLQJ�\LHOGV�ZRXOG�EH�������IRU�ERWK�WKH
FRQVHUYDWLYH�DQG�WKH�UHDOLVWLF�HVWLPDWH�

)LQGLQJ��7KH�:RUOG�%DQN�KDV�VKRZQ�WKDW
LQYHVWPHQWV�LQ�DLU�SROOXWLRQ�DEDWHPHQW�FDQ�\LHOG
EHQHILWV�RI�VHYHUDO�������KLJKHU�WKDQ�WKH
LQYHVWPHQW�FRVW��

&RQFOXVLRQ
$�PDMRU�6ZHGLVK�VWXG\�RI�&KLQD�V�HQYLURQPHQWDO�SUREOHPV��(QYLURQPHQW�DQG�'HYHORSPHQW�LQ
&KLQD��D�IUDPHZRUN�IRU�6LQR�6ZHGLVK�(QYLURQPHQWDO�'HYHORSPHQW�FRRSHUDWLRQ���6WRFNKROP�0D\
��������FDUULHG�RXW�LQ��������VXPPDUL]HV�&KLQD�V�HQYLURQPHQWDO�FRQGLWLRQV�DGHTXDWHO\�
,W�UHDFKHG�WKH�FRQFOXVLRQ�WKDW�WKH�FRXQWU\
�´LV�H[SORLWLQJ�KHU�QDWXUDO�UHVRXUFHV�IDU�EH\RQG�ZKDW�LV�VXVWDLQDEOH������$OUHDG\�WRGD\�WKH�FRXQWU\�LV�D
GRPLQDWLQJ�VRXUFH�RI�JUHHQKRXVH�JDVHV�DQG�R]RQH�GHSOHWLQJ�VXEVWDQFHV��,Q�IXWXUH�\HDUV�&KLQD�V
HQYLURQPHQWDO�SUREOHPV�DUH�OLNHO\�WR�EH�IHOW�LQFUHDVLQJO\�DURXQG�WKH�ZRUOGµ�

7KH�VWXG\�OLQNV�WKH�FRXQWU\�V�GLVPDO�HQYLURQPHQW�VLWXDWLRQ�WR�WKUHH�EDVLF�SUREOHPV�
��DQ�LQWHQVLI\LQJ�SRSXODWLRQ�SUHVVXUH�RQ�DOUHDG\�VFDUFH�UHVRXUFHV�
��DQ�HFRQRPLF�GHYHORSPHQW�OLQNHG�WR�\HW�KLJKHU�SHU�FDSLWD�UHVRXUFH�XVH��DQG
��D�VRFLR�HFRQRPLF�FOLPDWH�\LHOGLQJ�ZDVWHIXO�EHKDYLRU�DQG�SURYLGLQJ�OLWWOH

LQFHQWLYH�RU�JXLGDQFH�IRU�UHDFKLQJ�D�VXVWDLQDEOH�VLWXDWLRQ

5HJDUGLQJ�WKH�SULFH�V\VWHP�WKH�VWXG\�FRQFOXGHV�WKDW
´&KLQD�VXIIHUV�IURP�D�ILUP�VRFLDOLVW�KHULWDJH�RI�DGYHUVHO\�XQGHU�SULFHG�QDWXUDO�UHVRXUFHV��DQG�IUHH�RI�

FKDUJH�ULJKW�WR�SROOXWH��<HW�ZLWK�WKH�SUHVHQW�XQUHVWUDLQHG�HPEUDFH�RI�PDUNHW�HFRQRP\�&KLQD�ULVN
KDYLQJ�WKH�ZRUVW�RI�ERWK�ZRUOGV��DV�UDZ�PDWHULDOV�DUH�VWLOO�KHDYLO\�VXEVLGL]HG�DQG�SROOXWLRQ�IHHV�DUH�NHSW
DW�D�IUDFWLRQ�RI�WKH�UHDO�FRVW�RI�SROOXWLQJ�WKH�HQYLURQPHQW��$V�D�UHVXOW�HFRQRPLFDOO\�UDWLRQDO�FKRLFHV�DW
WKH�OHYHO�RI�LQGLYLGXDO�HQWHUSULVHV�OHDG�WR�H[FHVVLYHO\�ZDVWHIXO�DQG�SROOXWLQJ�EHKDYLRU�µ

2I�VL[�GLIIHUHQW�FRPSDQLHV�YLVLWHG�E\�WKH�PLVVLRQ�QRW�RQH�SDLG�DQ�HQYLURQPHQWDO
IHH�WKDW�KDG�DQ\�UHODWLRQ�WR�WKH�EDG�HQYLURQPHQWDO�HIIHFWV�WKH\�FDXVHG��)LUPV�UXQQLQJ
ILQDQFLDO�GHILFLWV�GLG�QRW�KDYH�WR�SD\�DQ\WKLQJ�DW�DOO�

/RFDWLRQV�RI�WKH�6ZHGLVK�VXSSRUWHG�'+�SURMHFW
7KH�JHQHUDO�JHRJUDSKLF�DQG�HQYLURQPHQWDO�FRQGLWLRQV�LQ�WKH�SURYLQFHV�ZKHUH�WKH
6ZHGLVK�VXSSRUWHG�'+�SURMHFWV�DUH�ORFDWHG�DUH�WKH�IROORZLQJ�

6KDQ[L��7DL\XDQ���7KH�SURYLQFH�VXIIHUV�IURP�HURVLRQ��SDUWO\�YHU\�VHULRXV�RQH��/DFN�RI
ZDWHU�LV�DOVR�D�ELJ�SUREOHP��,Q�VSLWH�RI�WKLV�LW�RFFDVLRQDOO\�VXIIHUV�IURP�IORRGLQJ�
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+HEHL���6KLMLD]KXDQJ��LV�D�GHQVHO\�SRSXODWHG�SURYLQFH��ZKLFK��EHFDXVH�RI�WKH
RYHUSRSXODWLRQ��VXIIHUV�IURP�RYHUH[SORLWDWLRQ�RI�ODQG�DV�ZHOO�DV�ZDWHU�VKRUWDJH��ZKLFK�LV
DW�OHDVW�SDUWO\�GXH�WR�RYHUH[SORLWDWLRQ�RI�H[LVWLQJ�ZDWHU�UHVRXUFHV�

+HLORQJ-LDQJ���-LDPXVL��LV�D�IRUHVW�FODG�SURYLQFH�ZKLFK�RIWHQ�VXIIHUV�IURP�IRUHVW�ILUHV��DV
ZHOO�DV�IDLUO\�DEXQGDQW�UDLQV��7KH�FDSLWDO�+DUELQ�KDV�JUDYH�VHZDJH�SUREOHPV�

/LDRQLQJ���ZKHUH�ERWK�)XVKXQ�DQG�'DOLDQ�DUH�ORFDWHG���KDV�DYHUDJH�UDLQIDOO��DQG�VRPH
IRUHVW�UHVRXUFHV��/LWWOH�VRLO�HURVLRQ��7KH�SURYLQFLDO�FDSLWDO�RI�6KHQ\DQJ�LV�D�KHDYLO\
LQGXVWULDOL]HG��FHQWHU�DQG�KDV��DFFRUGLQJ�WR�:+2��WKH�ZRUVW�DLU�TXDOLW\��LQ�&KLQD�Z�U�W
HPLVVLRQV�RI�SDUWLFXODWHV�DQG�RI�VXOIXU�GLR[LGHV�

��� 7[IHMWL�%MH�MR�XLI�JMIPH�SJ�)RIVK]�ERH�(MWXVMGX�,IEXMRK�
4SPMG]�ERH�4VSKVEQW

6ZHGHQ�V�GHYHORSPHQW�FRRSHUDWLRQ�LQ�WKH�ILHOG�RI�HQHUJ\��KDV�DV�LWV�RYHUDOO�REMHFWLYH
WR�LPSURYH�WKH�HQHUJ\�VLWXDWLRQ�RI�WKH�ODUJH�SURSRUWLRQ�RI�SHRSOH�OLYLQJ�LQ�WKH�ZRUOG�ZKR�GR�QRW

KDYH�DVVHVV�WR�UHOLDEOH�DQG�HIILFLHQW�VRXUFHV�RI�HQHUJ\�
,W�VKDOO�DOVR�FRQWULEXWH�WR�WKH�GHYHORSPHQW�RI�HIILFLHQW�DQG�VXVWDLQDEOH�HQHUJ\�V\VWHPV�

/RQJ�WHUP�6ZHGLVK�VXSSRUW�WR�WKH�HQHUJ\�VHFWRU�LQ�WKH�IRUP�RI�JUDQW�DLG��LV�WRGD\
JLYHQ�WR�WHQ�RI�WKH�SRRUHVW�FRXQWULHV�RI�WKH�ZRUOG��,Q������WKLV�VXSSRUW�DPRXQWHG�WR
VRPH�����06(.���$V�IRU�FRQFHVVLRQDU\�ORDQV��WR�HQHUJ\�GHYHORSPHQW�WKH�WRWDO�DPRXQW
JUDQWHG�RYHU�WKH�ODVW����\HDUV�LV�6(.���ELOOLRQ��'LVEXUVHPHQWV�LQ������DPRXQWHG�WR
VRPH�����PLOOLRQ�

0DMRU�FULWHULD�IRU�JUDQWLQJ�DLG�LQ�WKH�ILHOG�RI�HQHUJ\�LV�WKDW�WKH�DLG�VKRXOG�JR�WR�SURMHFWV
WKDW�DUH�HFRQRPLFDOO\�DQG�HQYLURQPHQWDOO\�VRXQG��DQG�LW�VKRXOG�EH�FDWDO\WLF��LQ�LWV
GHYHORSPHQW�UROH��3URMHFWV�ZKLFK�LPSO\�HQHUJ\�FRQVHUYDWLRQ��ZLOO�EH�JLYHQ�KLJK�SULRULW\�

7KHVH�SULQFLSOHV�DUH�VWDWHG�LQ�6LGD�3ROLF\�GRFXPHQW�RQ�´(QYLURQPHQWDOO\�VRXQG�HQHUJ\
VXSSRUWµ��GDWHG����$SULO�������6WUDQJHO\�HQRXJK��DOWKRXJK�WKLV�GRFXPHQW�JLYHV�H[DPSOHV
RI�YDULRXV�W\SHV�RI��VXSSRUW�LQ�WKH�HQHUJ\�VHFWRU��'LVWULFW�+HDWLQJ�LV�QRW�HYHQ�PHQWLRQHG
E\�QDPH�

$PRQJ�WKH�VHYHUDO�GLIIHUHQW�SROLF\�SULQFLSOHV�EHKLQG�6ZHGHQ�V�HQHUJ\�DLG��VWDWHG�LQ�WKH
DERYH�PHPRUDQGXP��VRPH�DUH�YHU\�JHQHUDO�LQ�QDWXUH���$W�OHDVW�RQH�LV�RI�D�W\SH�ZKLFK��LI
WDNHQ�OLWHUDOO\��FDQ�EH�GLIILFXOW�WR�DWWDLQ�LQ�PDQ\�GHYHORSLQJ�FRXQWULHV��QDPHO\�WKDW
´6LGD�V�VXSSRUW�SUHVXSSRVHV�WKDW�WKH�FRXQWU\�LPSOHPHQWV�D�VRXQG�HQHUJ\�SROLF\�IURP�DQ�HQYLURQPHQWDO�
VWUXFWXUDO�DQG�HFRQRPLF�SRLQW�RI�YLHZ��RU�KDV�WDNHQ�LQLWLDWLYHV�WKDW�FDQ�EH�MXGJHG�WR�UHVXOW�LQ�VXFK�D�HQHUJ\
SROLF\�µ
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$Q�LPSRUWDQW�FDVH�LQ�SRLQW�LV�WKH�FRQWLQXHG�GHSHQGHQFH�RQ�FRDO�LQ�&KLQD��:KLOH
6ZHGHQ�V�SROLF\�VHHPV�WR�UHTXLUH�WKDW�QR�VXSSRUW�EH�JLYHQ�WR�SURMHFWV�ZKLFK�LPSO\�WKH
FRQWLQXHG�RU�H[SDQGHG�XVH�RI�FRDO�DV�HQHUJ\�EDVH��LW�LV�FOHDU�IURP�DQDO\VLV�FDUULHG�RXW�E\
WKH�:RUOG�%DQN�WKDW�&KLQD�KDV�QR�RWKHU�FKRLFH��WKDQ�WR�UHO\�RQ�FRDO�DV�LWV�SULQFLSDO
HQHUJ\�VRXUFH�\HW�IRU�PDQ\�GHFDGHV�WR�FRPH��1R�REVHUYHU�RI�&KLQD�V�GHYHORSPHQW��QRU
LQWHUQDO�QRU�H[WHUQDO��KDV�HYHQ�VXJJHVWHG�WKDW�&KLQD�KDV�DQ\�UHDOLVWLF�SRVVLELOLW\�WR�JHW
RXW�RI�LWV�KHDY\�GHSHQGHQFH�RQ�FRDO�LQ�WKH�QH[W�KDOI�FHQWXU\�RU�VR�
,W�ZRXOG�WKXV�VHHP�WKDW�ZH�FDQ�DOUHDG\�DW�WKH�RXWVHW�RI�WKLV�HYDOXDWLRQ�FRQFOXGH�WKDW
6ZHGHQ·V�VXSSRUW�WR�WKH���GLVWULFW�KHDWLQJ�SURMHFWV�LQ�&KLQD�LV�QRW�LQ�DFFRUGDQFH�ZLWK
RQH�RI�WKH�PDLQ�SROLF\�LWHPV�RI�WKH�6ZHGLVK�DLG�SROLF\�Z�U�W��HQHUJ\�DLG��QDPHO\�WKDW�QR
VXSSRUW�VKRXOG�JR�WR�FRXQWULHV�WKDW�ZLOO�H[SDQG�LWV�XVH�RI�FRDO�

)LQGLQJ���6ZHGHQ·V�VXSSRUW�WR�WKH���GLVWULFW�KHDWLQJ
SURMHFWV�LQ�&KLQD�LV�QRW��LQ�DFFRUGDQFH�ZLWK�RQH�RI�WKH
PDLQ�SROLF\�LWHPV�RI�WKH�6ZHGLVK�DLG�SROLF\�Z�U�W�HQHUJ\
DLG��QDPHO\�WKDW�QR�VXSSRUW��VKRXOG�JR�WR�FRXQWULHV�WKDW
ZLOO�H[SDQG�LWV�XVH�RI�FRDO�

7KH�WRWDO�6ZHGLVK�VXSSRUW�WR�WKH�HQHUJ\�VHFWRU��H[FHSW�DLG�WR�(DVWHUQ�(XURSH��LQ�����
DPRXQWHG�WR�DOPRVW������06(.��GLVWULEXWHG�DV�LQ�WDEOH�[�EHORZ�

7DEOH����'LVWULEXWLRQ�RI�6ZHGHQ�V�DLG�LQ�WKH�HQHUJ\�VHFWRU�LQ�����
7\SH�RI�DLG 06(.
��3URMHFW�JUDQWV ���
��&RQFHVVLRQDU\�FUHGLWV ���
�����RI�ZKLFK�DFWXDO�FRVW�WR�WKH�DLG�EXGJHW ���
��&RQWUDFW�EDVHG�WHFKQLFDO�DVVLVWDQFH ���
��5HVHDUFK�FRRSHUDWLRQ ���
7RWDO �����

6ZHGLVK�VXSSRUW�WR�GLVWULFW�KHDWLQJ�KDV�VR�IDU�EHHQ�VXUSULVLQJO\�VPDOO��2I�D�WRWDO�SRUWIROLR
RI�����GLIIHUHQW�FRQFHVVLRQDU\�FUHGLWV�JUDQWHG�LQ�WKH�ILHOG�RI�HQHUJ\��WKH���LQ�&KLQD�
ZKLFK�DUH�HYDOXDWHG�LQ�WKLV�UHSRUW��DUH�LQ�IDFW�WKH�RQO\�RQHV��*LYHQ�WKH�IDFW�WKDW�'+�LV�DQ
DUHD�ZKHUH�6ZHGLVK�LQGXVWU\�FODLPV�WR�KDYH��D�WHFKQRORJLFDO�DQG�FRPPHUFLDO�HGJH
LQWHUQDWLRQDOO\��DQG���SHUKDSV�HYHQ�PRUH�VLJQLILFDQWO\��JLYHQ�WKH�YHU\�KLJK�HFRQRPLF
UDWHV�RI�UHWXUQ�RI�LQYHVWPHQWV�LQ�'+��V\VWHPV��LW�LV�HYHQ�PRUH�VXUSULVLQJ�WKDW�WKHUH�DUH
QR�RWKHU�'+�SURMHFWV�LQ�%,76�SRUWIROLR�
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:KHQ�LW�FRPHV�WR�FRQWUDFW�ILQDQFHG�WHFKQLFDO�DVVLVWDQFH�WKHUH�DUH�D�KDQGIXO��VPDOOHU��
SURMHFWV�LQ�WKH�DUHD�RI�GLVWULFW�KHDWLQJ�WKDW�KDV�EHHQ�JLYHQ�WR�GHYHORSLQJ�FRXQWULHV�LQ
$IULFD��$VLD�DQG�/DWLQ�$PHULFD�

+RZHYHU��LQ�WKH�ODVW�IHZ�\HDUV�6ZHGHQ�V�DLG�SURJUDP�WR�WKH�(DVWHUQ�(XURSH�KDV�EHHQ
YHU\�DFWLYH�LQ�DLG�WR�HQHUJ\�DQG�HQYLURQPHQWDO�SURMHFWV��LQ�JHQHUDO��LQFOXGLQJ�VXSSRUW�WR
GLVWULFW�KHDWLQJ�

7DEOH����6ZHGLVK�DLG�WR�HQYLURQPHQW�DQG�HQHUJ\�WR�(DVWHUQ�(XURSH����������
3URMHFW�W\SH 1XPEHU�RI

SURMHFWV
7RWDO�DPRXQW
06(.

(QYLURQPHQW ��� ���
������LQYHVWPHQW �� ���
������WHFKQLFDO�DVVLVWDQFH ��� ���
(QHUJ\ �� ���
������LQYHVWPHQW � ��
������WHFKQLFDO�DVVLVWDQFH �� ��
7RWDO ��� ���

7KHUH�LV�VR�IDU�RQO\��RQH�LQYHVWPHQW�SURMHFW���WR�(VWRQLD���VXSSRUWHG�E\�D�6ZHGLVK
FRQFHVVLRQDU\�FUHGLW�RI����086'�SOXV�D�JUDQW�RI����06(.���%XW�WKH�QXPEHU�RI
WHFKQLFDO�DVVLVWDQFH�JUDQWV�TXLWH�KLJK��DQG�VWHDGLO\�JURZLQJ�
'XULQJ��������������GLIIHUHQW��WHFKQLFDO�DVVLVWDQFH�JUDQWV�ZHUH�JLYHQ�PDLQO\�WR�WKH
%DOWLF�FRXQWULHV��DQG�WR�3RODQG�DW�D�WRWDO�VXP�RI����06(.�
%�WKH�HQG�RI������DQRWKHU�VHYHQ�JUDQWV�DW�D�WRWDO�VXP�RI�RYHU����06(.�KDG�EHHQ
JUDQWHG���WR�/DWYLD�DQG�5XVVLD���LQ�WKH�ILHOG�RI�GLVWULFW�KHDWLQJ�

����7[IHIR�W�(IZIPSTQIRX�'SSTIVEXMSR�[MXL�'LMRE

%,76��FRRSHUDWLRQ�ZLWK�&KLQD�VWDUWHG�DOUHDG\�LQ������DQG�LQFUHDVHG�SURJUHVVLYHO\�LQ
YROXPH�XQWLO��������%\������&KLQD�KDG�EHFRPH�WKH�ELJJHVW�UHFLSLHQW�RI�%,76��DLG
UHJDUGLQJ�WHFKQLFDO�DVVLVWDQFH�DQG�RQH�RI�WKH�ODUJHVW�UHJDUGLQJ�FRQFHVVLRQDU\�FUHGLWV�
$V�D�SURWHVW�DJDLQVW�WKH�HYHQWV�LQ�7LHQ�DQ�0LHQ�6TXDUH��LQ�������6ZHGHQ�GHFLGHG�WR�IUHH]H
LWV�DLG�LQ�VR�IDU�WKDW�QR�QHZ�SURMHFWV�ZHUH�JUDQWHG��EXW�WKH�RQHV�DOUHDG\�GHFLGHG�ZHUH
FRQWLQXHG��,Q������D�QRUPDO�DLG�UHODWLRQVKLS�EHWZHHQ�WKH�WZR�FRXQWULHV�ZDV�UHVXPHG�

3ROLF\
6ZHGHQ�V�GHYHORSPHQW�FRRSHUDWLRQ�ZLWK�&KLQD�LV�EDVHG�RQ�WKH�UHDOL]DWLRQ�WKDW
GHYHORSPHQWV�LQ�&KLQD�KDV�D�JUHDW�LPSRUWDQFH�IRU�6ZHGHQ·V�IXWXUH��6ZHGHQ��OLNH�RWKHU
:HVW�(XURSHDQ�FRXQWULHV��KDV�DGRSWHG�D�SROLF\�WR�VXSSRUW�WKH�RQ�JRLQJ�UHIRUP�SURFHVV
LQ�&KLQD�DQG�WKH�GHYHORSPHQW�RI�D�PRGHUQ�MXGLFLDO�V\VWHP�
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$QRWKHU�LPSRUWDQW�6ZHGLVK�PRWLYH�LV�WKDW�WKH�GHYHORSPHQW�FRRSHUDWLRQ�ZLOO
HQKDQFH�UHODWLRQV�EHWZHHQ�WKH�WZR�FRXQWULHV��,QFUHDVHG�SHUVRQDO�FRQWDFWV�DQG�H[FKDQJH
RI�H[SHUWLVH�LV�WKHUHIRUH�VHHQ�DV�DQ�LPSRUWDQW�HOHPHQW�RI�WKH�FRRSHUDWLRQ��6ZHGHQ�V�DLG
VKRXOG�IRFXV�RQ�DUHDV�ZKHUH�6ZHGLVK�H[SHULHQFH��NQRZOHGJH�DQG�WHFKQRORJ\�FDQ�SOD\�DQ
LPSRUWDQW�UROH�IRU�GHYHORSPHQW��LQQRYDWLRQ�DQG�UHIRUP�LQ�&KLQD��$UHDV�RI�SULPDU\
LQWHUHVW�LQFOXGH�HQYLURQPHQW��HGXFDWLRQ���WUDGH��WHFKQRORJ\�WUDQVIHU��UHVHDUFK��DQG
FRRSHUDWLRQ�ZLWK�6ZHGLVK�1*2V��7KH�VXVWDLQDELOLW\�RI�WKH�FRQWDFWV�VKRXOG�EH�VHHQ�DV�D
SRVLWLYH�FULWHULXP�ZKHQ�FKRRVLQJ�SURMHFWV�

$SDUW�IRUP�GHYHORSPHQW�FRRSHUDWLRQ�6ZHGHQ�LV�FRQGXFWLQJ�DQ�DFWLYH�GLDORJXH
ZLWK�&KLQD�UHJDUGLQJ�KXPDQ�ULJKWV��ELODWHUDOO\�DV�ZHOO�DV�LQ�FRRSHUDWLRQ�ZLWK�RWKHU
FRXQWULHV��IRU�LQVWDQFH�ZLWKLQ�WKH�(XURSHDQ�8QLRQ�

$Q�DUHD�RI�VSHFLDO�LQWHUHVW�LV�HQYLURQPHQW��$V�DOVR�&KLQD�ZLVKHV�WR�FRRSHUDWH�LQ�WKH�DUHD
RI�HQYLURQPHQW�WKLV�VKRXOG�EH�D�SULRULW\�DUHD��DV�6ZHGHQ�KDV�FRQVLGHUDEOH�NQRZOHGJH
DQG�DGYDQFHG�WHFKQRORJ\�LQ�WKLV�ILHOG��6ZHGHQ�DOVR�KDV�D�VHOI�LQWHUHVW�LQ�WKLV�ILHOG�JLYHQ
WKH�JOREDO�FKDUDFWHU�RI�SROOXWLRQ�SUREOHPV��,W�DOVR�KDV�D�FRPPHUFLDO�LQWHUHVW�WR�GHOLYHU
VXLWDEOH�WHFKQRORJ\�

([SHULHQFH
6ZHGHQ�V�H[SHULHQFH�IURP�GHYHORSPHQW�FRRSHUDWLRQ�ZLWK�&KLQD�LV�TXLWH�JRRG��,Q�D
QXPEHU�RI�SURMHFW�HYDOXDWLRQV�DV�ZHOO�DV�LQ�RWKHU�GRFXPHQWV�FRQFOXVLRQV�KDYH�EHHQ
UHDFKHG�WKDW�SODQQHG�REMHFWLYHV�ZHUH�DFKLHYHG�LQ�QHDUO\�DOO�SURMHFWV��7KH�&KLQHVH
DXWKRULWLHV�KDYH�LQ�WKHVH�HYDOXDWLRQV�LQ�JHQHUDO�EHHQ�IRXQG�WR�EH�FRPSHWHQW�SDUWQHUV�LQ
WKH�GLDORJXH�DV�ZHOO�DV�LQ�QHJRWLDWLRQV�

$Q�LPSRUWDQW�REMHFWLYH�RI�6ZHGHQ�V�DLG�WR�&KLQD��ZKLFK�DFFRUGLQJ�WR�WKHVH�HYDOXDWLRQV
KDYH�EHHQ�UHDFKHG��LV�WKDW�LW�KDV�KHOSHG��6ZHGLVK�FRPPHUFLDO�ILUPV�WR�RSHQ�XS�DQG
H[SDQG�WKHLU�EXVLQHVV�LQ�WKH�&KLQHVH�PDUNHW�

&RQFHVVLRQDU\�FUHGLWV
6ZHGHQ�V��FRQFHVVLRQDU\�FUHGLWV�WR�&KLQD�VWDUWHG�LQ�������DQG�VLQFH�WKHQ�FUHGLWV
DPRXQWLQJ�WR�PRUH�WKDQ�������06(.�KDYH�EHHQ�DSSURYHG��RXW�RI�ZKLFK�DOPRVW������
KDYH�OHG�WR�FRPPLWPHQWV��$W�SUHVHQW�WKH�WRWDO�YROXPH�RI�RXWVWDQGLQJ�FUHGLWV�LV������
06(.�

$V�PXFK�DV������RI�WKH�FUHGLWV�KDYH�EHHQ�LQ�WKH�DUHD�RI�WHOHFRPPXQLFDWLRQV��2WKHU
DUHDV�KDYH�EHHQ�LQ�SDSHU�DQG�SXOS�SURGXFWLRQ��DQG�DJUR�DQG�IRUHVW�LQGXVWU\��'XULQJ
ODWHU�\HDUV�WKHUH�KDV�EHHQ�D�IRFXVLQJ�RQ�GLVWULFW�KHDWLQJ���L�H��WKH���FUHGLWV�HYDOXDWHG�KHUH
WRWDOLQJ�����06(.��DQG�RQ�PXQLFLSDO�VHZDJH�WUHDWPHQW����FUHGLWV�WRWDOLQJ�����06(.
DQG�ZDWHU�SXULILFDWLRQ�����FUHGLWV�WRWDOLQJ�����06(.���7KHUH�KDV�EHHQ�D�PDUNHG�WUHQG
WRZDUGV�PRUH�LQIUDVWUXFWXUDO��PXQLFLSDO�RU�SXEOLF�VHUYLFHV��DQG�WKLV�WUHQG�LV�QR�GRXEW��DW
OHDVW�SDUWO\��D�UHVXOW�RI�WKH�+HOVLQNL�DFFRUG�ZKLFK�IRUELGV�FRQFHVVLRQDU\�FUHGLWV�WR�EH
JLYHQ�WR�FRPPHUFLDOO\�YLDEOH�SURMHFWV�



44

2I�WKH�FRQFHVVLRQDU\�FUHGLWV��VR�IDU�RQO\�WKH�PDQ\�WHOHFRPPXQLFDWLRQ�SURMHFWV��KDYH
EHHQ�HYDOXDWHG��7KH�HYDOXDWLRQ�IRXQG�D�KLJK�GHJUHH�RI�JRDO�IXOILOOPHQW�
$GPLQLVWUDWLYHO\��ILQDQFLDOO\�DQG�WHFKQRORJLFDOO\�WKHVH�SURMHFWV�ZHUH�VHHQ�DV�VXFFHVVIXO�
DQG�LQ�WKH�HYDOXDWRUV�RSLQLRQ�WKH\�KDG�DOVR�FRQWULEXWHG�WR�IXUWKHU�FRPPHUFLDO��H[SORLWV
LQ�WKH�&KLQHVH�PDUNHW�E\�WKH�6ZHGLVK�FRPSDQLHV�LQYROYHG�

7KHUH�KDV�EHHQ�D�SURQRXQFHG�WHQGHQF\�IRU�WKH�6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV�WR�JR�WR
WKH�ULFKHU�SURYLQFHV�LQ�&KLQD��2I�WKH�WRWDO����ELOOLRQ�VR�IDU����FUHGLW�RI�D�WRWDO�RI����
ELOOLRQ�KDYH�EHHQ�JUDQWHG�WR�WKH�DGYDQFHG�SURYLQFHV�RI�WKH�HDVW�FRDVW��DPRQJ�WKHP
%HLMLQJ��DQG�6KDQJKDL�
���FUHGLW�DW�D�WRWDO�VXP�RI�������PLOOLRQ�6(.�KDYH�JRQH�WR�PLGGOH�HFRQRPLHV�SURYLQFHV�
DPRQJ�WKHP�+HEHL��/LDRQLQJ��DQG�+HLORQJ-LDQJ�DQG�6KDQ[L���ZKLOH�RQO\���FUHGLWV�DW�D
WRWDO�FUHGLW�VXP�RI����PLOOLRQ�6(.�KDYH�JRQH�WR�WKH�ZHVWHUQ�UHJLRQV�DQG�WR�SRRUHU�DQG
PRUH�UHPRWH�DUHDV�

&RQWUDFW�ILQDQFHG�WHFKQLFDO�DVVLVWDQFH
6ZHGLVK�FRQWUDFW�ILQDQFHG�WHFKQLFDO�DVVLVWDQFH��ZDV�VWDUWHG�LQ������DQG�FRYHUV�WR�GDWH����
GLIIHUHQW�SURMHFWV�DW�D�WRWDO�FRVW�RI�����06(.��7KH�FRRSHUDWLRQ�KDV�EHHQ�LQ�D�ZLGH
YDULHW\�RI�ILHOGV��WKH�PRVW�FRPPRQ�RQHV�EHLQJ�HQYLURQPHQW��UHVHDUFK�DQG�HGXFDWLRQ��
'XULQJ�WKH�SHULRG�IURP������WKURXJK���������SURMHFWV�ZHUH�JUDQWHG�LQ�WKH
HQYLURQPHQWDO�DUHD�WRWDOLQJ�VRPH����06(.��WKH�YROXPH�RI�VXSSRUW�WR�HDFK�SURMHFW
UDQJLQJ�IURP��������6(.�WR���06(.�

1R�FRPSUHKHQVLYH�HYDOXDWLRQ�KDV�EHHQ�FDUULHG�RXW�RI�WKH�6ZHGLVK��DLG�WR�&KLQD
LQ�WKH�IRUP�RI�FRQWUDFW�ILQDQFHG�WHFKQLFDO�DVVLVWDQFH���%XW�IURP�YDULRXV�LQGLYLGXDO
HYDOXDWLRQV�RI�LQGLYLGXDO�SURMHFWV�DV�ZHOO�DV�IURP�RWKHU�UHSRUWV�LW�LV�SRVVLEOH�WR�GUDZ�WKH
FRQFOXVLRQ�WKDW�WKH�DLG�LV�VHHQ�DV�KDYLQJ�EHHQ�ODUJHO\�TXLWH�VXFFHVVIXO��7KH�VDPH
FRQFOXVLRQ�LV�UHSRUWHG�E\�PDQ\�RWKHU�GRQRUV�UHJDUGLQJ�WKHLU�RZQ�GHYHORSPHQW
FRRSHUDWLRQ�LQ�FRQWUDFW�ILQDQFHG�WHFKQLFDO�DVVLVWDQFH��LQ�&KLQD�
7KH�&KLQHVH�FRXQWHUSDUWV�LQ�WKLV�FRRSHUDWLRQ�LV�VHHQ�DV�KDYLQJ�PDGH�JRRG�XVH�RI�WKH
WUDQVIHU�RI�NQRZOHGJH�FRQWDLQHG�LQ�WKHVH�SURMHFWV��6LGD�KDV�FRQFOXGHG�WKDW�WKLV�IRUP�RI
GHYHORSPHQW�FRRSHUDWLRQ�LV�YHU\�VXLWDEOH�IRU�&KLQD�

6ZHGLVK�VXSSRUW�WR�LQGXVWULDO�DQG�FRPPHUFLDO�FRRSHUDWLRQ���LQFOXGLQJ�WUDGH�SURPRWLRQ�
ZDV�VWDUWHG�LQ�������EXW�ZDV�QHYHU�D�SULRULWL]HG�DUHD�E\�&KLQD��7RGD\�WKHVH�SURMHFWV�DUH
VHHQ�DV�KDYLQJ�KDG�OLWWOH�LPSDFW�

$�ODUJH�QXPEHU�RI�&KLQHVH�SHRSOH�KDYH�RYHU�WKH�\HDUV�SDUWLFLSDWHG�LQ�WUDLQLQJ
DQG�YDULRXV�FRXUVHV��RIIHUHG�E\�6LGD��DQG�RWKHU�6ZHGLVK�DLG�DJHQFLHV��SULPDULO\�%,76�
'XULQJ�WKH�WKUHH�ODVW�\HDUV�����&KLQHVH�KDYH�SDUWLFLSDWHG��$PRQJ�UHFHQW�FRXUVHV�KDYH
EHHQ�KXPDQ�ULJKWV��IRU�RIILFHUV�ZLWKLQ�WKH�&KLQHVH�SULVRQ�V\VWHP��ILQDQFHG�E\�6LGD�GXULQJ
��������
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6HYHUDO�6ZHGLVK�1*2V�KDYH�UHFHLYHG�VXSSRUW�IRU�WKHLU�SURJUDPV�LQ�&KLQD��,Q�WKH
ODVW�WKUHH�\HDUV���06(.�KDV�EHHQ�JLYHQ�LQ�GLVDVWHU�UHOLHI��DLG�IROORZLQJ��DQ�HDUWKTXDNH
DQG�VHYHUDO�IORRGV�

6ZHGLVK�FRPPHUFLDO�UHODWLRQV�ZLWK�&KLQD
6ZHGHQ·V�WUDGH�ZLWK�&KLQD�LV�LQFUHDVLQJ��,W�LV�KRZHYHU�FRQFHQWUDWHG�WR�RQO\�D�IHZ
FRPSDQLHV�DQG�W\SHV�RI�JRRGV��,Q������WKH�6ZHGLVK�H[SRUWV�WR�&KLQHVH�PDGH�XS�RQO\
������RI�DOO�RI�6ZHGHQ�V�H[SRUWV��ZKLOH�LPSRUWV�IURP�&KLQD�FRQVWLWXWHG�RQO\�������RI
6ZHGHQ·V�RYHUDOO��LPSRUWV�
$IWHU�6ZHGHQ�EHFDPH�D�PHPEHU�RI�WKH�(XURSHDQ�8QLRQ�LQ��������6ZHGLVK�LPSRUWV
IURP�&KLQD�KDYH�JRQH�GRZQ��HVSHFLDOO\�WH[WLOHV�DQG�VKRHV��ZKLFK�GHFOLQHG�E\�������

(.1
7KH�6ZHGLVK�([SRUW�&UHGLWV�*XDUDQWHH�%RDUG��(.1��LQ�PD\������GHFLGHG�WR�SODFH
&KLQD�LQ�FDWHJRU\���IRU�VKRUW�WHUP�FUHGLWV�DQG�LQ�FDWHJRU\���IRU�ORQJHU�WHUP�RQHV�
)RU�ORDQV�RYHU�86'����PLOOLRQ���VWUHWFKLQJ�RYHU�ORQJHU�SHULRGV��WKHUH�ZLOO�EH�D
VXUFKDUJH�RI������
(.1�V�SROLF\�Z�U�W��&KLQD�LV�WR�RSW�IRU�ULVN�VSUHDGLQJ�WRJHWKHU�ZLWK�WKH�VXSSOLHU���DQG�WR
GHFOLQH�JXDUDQWHHLQJ�VKLSPHQWV�RI�IRUHLJQ�JRRGV�
(.1�V�WRWDO�HQJDJHPHQW�LQ�&KLQD�ZDV�LQ�PD\����������ELOOLRQ�RI�ZKLFK�����ZLWK�IL[HG
JXDUDQWHHV���7KUHH�TXDUWHUV�RI�WKLV�DPRXQW�ZDV�(ULFVVRQV�RUGHUV�

$LG�WR�&KLQD�IURP�RWKHU�FRXQWULHV
7KHUH�LV�D�JHQHUDO�WUHQG�WRZDUGV�IDYRULQJ��HQYLURQPHQWDO�SURMHFWV�LQ�PRVW�EL��DQG
PXOWLODWHUDO�GRQRUV�DLG�SURJUDPV��WKH�UHDVRQ�PD\�DW�OHDVW�SDUWO\�EH�WKH�+HOVLQNL
DJUHHPHQW�ZKLFK�IRUELGV�JUDQW�RU�FRQFHVVLRQDU\�DLG�WR�FRPPHUFLDOO\�YLDEOH�LQYHVWPHQWV�

-DSDQ�LV�E\�IDU�WKH�ELJJHVW�GRQRU�WR�&KLQD��RQH�UHDVRQ�SHUKDSV�EHLQJ�WKDW�-DSDQ�FODLPV
WKDW�DFLG�UDLQIDOO�LQ�-DSDQ�LV�SDUWO\�FDXVHG�E\�HPLVVLRQV�LQ�&KLQD��RWKHU�FRXQWULHV�ZLWK
DPELWLRXV�HQYLURQPHQWDO�DVVLVWDQFH�SURJUDPV�DUH�*HUPDQ\��&DQDGD��WKH�8.��$XVWUDOLD�
)LQODQG���6ZHGHQ�DQG�1RUZD\�

)XWXUH�GHYHORSPHQW�FRRSHUDWLRQ
)RU�LWV��IXWXUH�GHYHORSPHQW�FRRSHUDWLRQ�ZLWK�&KLQD�WKH�6ZHGLVK�JRYHUQPHQW�KDV
GHFLGHG�WKDW�WKH�VL[�6ZHGLVK�RYHUDOO�GHYHORSPHQW�REMHFWLYHV����HFRQRPLF�JURZWK��HQYLURQPHQW�
HTXDOLW\��JHQGHU��GHPRFUDWL]DWLRQ�DQG�LQGHSHQGHQFH����VKDOO�FRQWLQXH�WR�EH�JXLGLQJ�SULQFLSOHV�
6SHFLDO�HPSKDVLV�LV�WR�EH�ODLG�RQ�KXPDQ�ULJKWV��HQYLURQPHQW�DQG�HTXDOLW\�REMHFWLYHV�LQ
WKH�GLDORJXH�DV�ZHOO�V�LQ�WKH�FKRLFH�RI�SURMHFWV�WR�VXSSRUW��7KH�FRRSHUDWLRQ�VKDOO�EH
FKDUDFWHUL]HG�E\�PXWXDO�EHQHILW�WR�&KLQD�DQG�6ZHGHQ��,Q�WHUPV�RI�YROXPH�WKH�ODUJHVW
VKDUH�RI�6ZHGHQ·V�DLG�LV�IRUHVHHQ�WR�JR�WR�HQYLURQPHQWDO�SURMHFWV�

:KHQHYHU�SRVVLEOH�DQG�SUDFWLFDEOH�WKHUH�VKRXOG�EH�D�FRRUGLQDWLRQ�EHWZHHQ�WKH�WZR�DLG
IRUPV�FRQFHVVLRQDU\�FUHGLWV�DQG�FRQWUDFW�EDVHG�WHFKQLFDO�DVVLVWDQFH�
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6LGDV��HQYLURQPHQWDO�PLVVLRQ�WR�&KLQD
7KH�VSHFLDO�VWXG\�RQ�HQYLURQPHQWDO�FRRSHUDWLRQ�EHWZHHQ�&KLQD�DQG�6ZHGHQ��UHIHUUHG
WR�DERYH��IRXQG�WKDW

´WKHUH�DUH�QH[W�WR�XQOLPLWHG�SRWHQWLDO�IRU�LQFUHDVLQJ�WKH�YROXPH�RI�SURMHFWVµ
DQG�LW�UHFRPPHQGHG�WKDW�DOO�HQYLURQPHQWDO�GHYHORSPHQW�FRRSHUDWLRQ�SURMHFWV�EH�EDVHG
RQ�&KLQHVH�SULRULWLHV��EH�LQLWLDWHG�E\�D�&KLQHVH�SDUW\��DQG�EH�FKDQQHOHG�WKURXJK
02)7(&��$OO�SURMHFWV���LQFOXGLQJ�WKRVH�ILQDQFHG�E\�FRQFHVVLRQDU\�FUHGLWV��VKRXOG�KDYH
GHPRQVWUDWLRQ�YDOXH��DQG�WKH�LVVXH�RI�KRZ�WR�GLVVHPLQDWH�WKH�NQRZOHGJH�WUDQVIHUUHG
VKRXOG�EH�FOHDUO\�RXWOLQHG��2QH�VKRXOG�IXUWKHU�VWULYH�WR�FRQFHQWUDWH�WKH�DLG�ERWK�Z�U�W��WR
VXEMHFW�DQG�Z�U�W��WR�JHRJUDSKLFDO�DUHDV��7KH�VXEMHFWV�VXJJHVWHG�E\�WKH�PLVVLRQ�LQFOXGH
HQHUJ\�FRQVHUYDWLRQ�DQG�GLVWULFW�KHDWLQJ��LG�HVW�WKH�DUHDV�RI�WKLV�HYDOXDWLRQ�

$V�IRU�JHRJUDSKLFDO�ORFDWLRQV��WKH�RQHV�UHFRPPHQGHG�E\�WKH�PLVVLRQ�LQFOXGH
/LDRQLQJ��+HEHL�DQG�6KDQ[L�SURYLQFH��EXW�QRW�+HLORQJ-LDQJ��WKXV�FRYHULQJ���RXW�RI�WKH
��SURMHFWV�HYDOXDWHG�LQ�WKLV�UHSRUW�

7KH�UHSRUW�VSHFLILFDOO\�UHFRPPHQGV�WKDW�6LGD
´SRVLWLYHO\�FRQVLGHU�SURMHFWV�WKDW�PDWFK�RQH�RII�LQYHVWPHQWV�ZLWK�IROORZ�XS��SULQFLSDOO\�LQ�WKH

IRUP�RI�WUDLQLQJ��DQG�HQFRXUDJH�ORQJ�WHUP�FRPPHUFLDO�FRQWDFWV�WR�DULVH�IURP�ELODWHUDO�DVVLVWDQFH�SURMHFWV�µ
7KH�UHSRUW�DOVR�SRLQWV�RXW�WKDW�WKH�6ZHGLVK�HQYLURQPHQW�LQGXVWU\�LV

FKDUDFWHUL]HG�E\�PDQ\�VPDOOHU�FRPSDQLHV�ZKR��QRWZLWKVWDQGLQJ�KLJK�TXDOLILFDWLRQ�DQG
FRPSHWLWLYH�HQYLURQPHQWDO�NQRZOHGJH��RIWHQ�GR�QRW�KDYH�WKH��UHVRXUFHV�WR�DSSURDFK�WKH
&KLQHVH�PDUNHW��:D\V�VKRXOG�WKHUHIRUH�EH�IRXQG�VR�DV�QRW�WR�H[FOXGH�WKHVH�FRPSDQLHV
IURP�SDUWLFLSDWLQJ�LQ�WKH�6ZHGLVK�ILQDQFHG�DLG�SURMHFWV�LQ�&KLQD�

$V�IRU�FRQFHVVLRQDU\�ILQDQFLQJ�WKH�UHSRUW�VXJJHVWV�WKDW�WKLV�DLG�IRUP�VKRXOG�QRW
EH�XVHG�RQO\�IRU�WKH�SXUSRVH�RI�SURYLGLQJ�VRIW�ILQDQFLQJ��$OO�SURMHFWV�VKRXOG�KDYH�D
VWURQJ�GHPRQVWUDWLRQ�FRPSRQHQW�DQG�WKH�LVVXH�RI�KRZ�WR�GLVVHPLQDWH�WKH�NQRZOHGJH
WKDW�LV�WUDQVIHUUHG�WKURXJK�WKH�SURMHFWV�VKRXOG�EH�FOHDUO\�RXWOLQHG�DQG�IROORZHG�XS�

&21&(66,21$5<�&5(',76��32/,&,(6��1(*27,$7,216��352%/(06

3ROLFLHV��SURFHGXUHV
6LGD�V��JHQHUDO�FULWHULD�IRU�JUDQWLQJ�FRQFHVVLRQDU\�FUHGLWV�WR�&KLQD�DUH�WKDW�WKH�SURMHFWV
VKRXOG

��KDYH�KLJK�SULRULW\�LQ�&KLQD�DQG�EH�LQ�DFFRUGDQFH�ZLWK�&KLQD�V�RZQ�GHYHORSPHQW�SODQV
��EH�HFRQRPLFDOO\�YLDEOH
��EH�ZLWKLQ�DUHDV�ZKHUH�6ZHGHQ�LV�WHFKQRORJLFDOO\�DQG�HFRQRPLFDOO\�FRPSHWLWLYH��DQG
��EH�LQ�DFFRUGDQFH�ZLWK�WKH�RYHUDOO�REMHFWLYHV�RI�6ZHGHQ·V�GHYHORSPHQW�FRRSHUDWLRQ

7KH�FRQWUDFWV�ILQDQFHG�E\�6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV�VKRXOG�EH�DZDUGHG�LQ
FRPSHWLWLRQ��7KH�FUHGLWV�DUH�WLHG�WR�SXUFKDVHV�RI�6ZHGLVK�JRRGV��DQG�WKH\�QRUPDOO\
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ILQDQFH������RI�WKH�WRWDO�YDOXH�RI�WKH�FRQWUDFW��7KH�W\SLFDO�WHUPV�DUH�D����\HDU�FUHGLW
SHULRG��LQWHUHVW�UDWH������JUDFH�SHULRG���WR���\HDUV�DQG�UHSD\PHQW�SHULRG���WR���\HDUV�

$FFRUGLQJ�WR�WKH�2(&'�JXLGHOLQHV��DV�IRUPXODWHG�LQ�WKH�VR�FDOOHG�´+HOVLQNL�DJUHHPHQWµ�
SURMHFWV�ZKLFK�RQ�WKH�ZKROH�DUH�FRQVLGHUHG�FRPPHUFLDOO\�YLDEOH�DUH�QRW�HOLJLEOH�IRU
FRQFHVVLRQDU\�ILQDQFLQJ����&RPPHUFLDO�YLDELOLW\�LV�WKHQ�GHILQHG�DFFRUGLQJ�WR�WKH
SURMHFW�V�DELOLW\�WR�JHQHUDWH�VXIILFLHQW�IXQGV�WR�FRYHU�RSHUDWLRQDO�FRVWV�DQG�WR�VHUYLFH
GHEWV�DW�PDUNHW�WHUPV�DV�ZHOO�DV�WKH�DYDLODELOLW\�RI�FRPPHUFLDO�ILQDQFLQJ�IRU�WKH
LQYHVWPHQW�

$�&KLQHVH�EDQN�VKDOO�KDYH�DSSUDLVHG�DQG�DSSURYHG�WKH�SURMHFWV��:KHQ�WKH�SURSRVDOV
KDYH�EHHQ�VXEPLWWHG�WR�6LGD��6LGD�ZLOO�FDUU\�RXW�D�WHFKQLFDO��ILQDQFLDO�DV�ZHOO�DV
HFRQRPLF�DSSUDLVDO�RI�WKH�SURMHFW��3DUWO\�EDVHG�RQ�WKLV�DSSUDLVDO�D�GHFLVLRQ�ZLOO�EH�WDNHQ
WR�DSSURYH�ILQDQFLQJ�RU�QRW�

8QWLO�QRZ�WKH�%DQN�RI�&KLQD�KDV�EHHQ�WKH�RQO\�EDQN�FKDQQHOLQJ�WKH�FUHGLW�
3UHVHQWO\�WKHUH�DUH�GLVFXVVLRQV�JRLQJ�RQ�WR�DOVR�LQYROYH�WKH�([SRUW�,PSRUW�%DQN�RI
&KLQD�

$�GLVFXVVLRQ�KDV�DOVR�EHHQ�KHOG�EHWZHHQ�6LGD�DQG�02)7(&�WR�VHW�XS�D�OLQH�RI
FUHGLW�WKDW�FRXOG�EH�XVHG�IRU�VPDOOHU�SURMHFWV�ZKLFK�ZRXOG�UHTXLUH�RQO\�D�VLPSOHU
DSSUDLVDO�SURFHGXUH�

$�´PHPRUDQGXP�RI�XQGHUVWDQGLQJµ��UHJDUGLQJ�FRQFHVVLRQDU\�FUHGLWV�ZDV�VLJQHG�EHWZHHQ�6LGD
DQG�02)7(&�RQ�-XQH����������ZLWK�WKH�DSSDUHQW�SXUSRVH�WR�IRFXV�RQ�VRPH�RI�WKH
PDLQ�UXOHV�SHUWDLQLQJ�WR�WKH�XVH�RI�6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV��QDPHO\
WKDW

���FRQFHVVLRQDU\�FUHGLWV�PD\�RUGLQDULO\�ILQDQFH�XS�WR������RI�WKH�D�FRQWUDFW��EXW�EDVHG�RQ
DJUHHPHQW�EHWZHHQ�WKH�WZR�SDUWLHV�DOVR�������FDQ�EH�ILQDQFHG�HVSHFLDOO\�LQ�HQYLURQPHQWDO�DQG�VRFLDO
SURMHFWV�

��DW�OHDVW������RI�WKH�FRQWUDFW�JRRGV�DQG�VHUYLFHV�VKDOO�EH�RI�6ZHGLVK�RULJLQ
��SURMHFW�SURSRVDOV�ZKLFK�KDYH�EHHQ�DSSUDLVHG�E\�02)7(&�DQG�DSSURYHG�E\�WKH�EDQN

VKRXOG�WRJHWKHU�ZLWK�D�IHDVLELOLW\�VWXG\�EH�SUHVHQWHG�WR�VLGD
��ZKHQ�VLGD�KDV�DSSUDLVHG�DQG�DSSURYHG�D�FRQFHVVLRQDU\�FUHGLW�02)7(&�ZLOO�HQVXUH�VLGD

ULJKW�WR�REWDLQ�LQVLJKW�LQWR�WKH�SURMHFW�

7KH�VWDJHV�RI�6LGD�V�KDQGOLQJ�RI�FRQFHVVLRQDU\�FUHGLWV�LQ�&KLQD�DUH�WKHVH�
���6LGD�UHFHLYHV�D�FUHGLW�SURSRVDO�IURP�02)7(&
���6LGD�PDNHV�D�SUHOLPLQDU\�HYDOXDWLRQ�DSSUDLVDO�RI�WKH�SURMHFW�SURSRVDO
���,I�6LGD�WKLQNV�LWV�2.�Z�U�W��LWV�SROLF\�6LGD�JLYH�WKH�&KLQHVH�DSSOLFDQW�D�JR�DKHDG�WR�FDUU\�RXW

D�IHDVLELOLW\�VWXG\
���8SRQ�UHFHLYLQJ�WKLV�IHDVLELOLW\�VWXG\�6LGD�ZLOO�VHQG�DQ�DSSUDLVDO�PLVVLRQ�WR�DQDO\]H�WKH

SURMHFW
���6LGD�FRPPXQLFDWHV�LWV�PDLQ�FRQFOXVLRQV�IURP�WKH�DSSUDLVDO�WR�WKH�HQG�XVHU
���,I�UHTXLUHG�WKH�UHSRUW�LV�VHQW�WR�2(&'�IRU�FRQVXOWDWLRQV
���'HSHQGLQJ�RQ�JR�DKHDG�UHFHLYHG�IURP�2(&'�6LGD�LQIRUPV�WKH�DSSOLFDQW�WKDW�WKH

SURFXUHPHQW�RI�D�6ZHGLVK�VXSSOLHU�FDQ�VWDUW
���6LGD�DQDO\VHV�WKH�FRPPHUFLDO�FRQWUDFW
���6LGD�GHFLVLRQ�WR�ILQDQFH



48

1HJRWLDWLRQV
2Q�VHYHUDO�RFFDVLRQV�02)7(&�KDV�UDLVHG�ZLWK�6LGD�DQG�WKH�6ZHGLVK�(PEDVV\�WKH�LVVXH
ZKHWKHU�RU�QRW�6ZHGHQ�FRXOG�LPSURYH�WKH�FRQGLWLRQV�ZLWK�ZKLFK�FRQFHVVLRQDU\�FUHGLWV
DUH�JLYHQ��WKHUHE\�DOVR�FRPPXQLFDWLQJ�WKDW�RWKHU�GRQRUV�DUH�RIIHULQJ�PRUH�DWWUDFWLYH
FRQGLWLRQV�RQ�WKHLU�ORDQV�

2Q�WKHVH�RFFDVLRQV�02)7(&��DOVR�DGYHUWHG�WKDW�6LGD�PD\�ILQG�LW�KDUG�WR
UHFHLYH�DWWUDFWLYH�RIIHU�RI�SURMHFWV�WR�ILQDQFH�LQ�&KLQD�VLQFH�WKH�EHVW�SURMHFWV�DYDLODEOH
ZRXOG�QDWXUDOO\�JR�WR�WKH�RWKHU�GRQRUV�RIIHULQJ�EHWWHU�FUHGLWV��7KLV�WKUHDW�ZDV�VHHQ�DV
UHDO��LQ�WKH�VHQVH�WKDW�LQ�FKLQD�LW�LV�DFWXDOO\�GLIILFXOW�WR�ILQG�SURMHFWV�ZKLFK�DUH�µJRRGµ�LQ
WKH�VHQVH�WKDW�WKH\�KDYH�VROYHG�WKHLU�ORFDO�ILQDQFLQJ�UHTXLUHPHQWV�DQG�WKDW�WKH\�DUH
UHDG\�WR�PRYH�DKHDG�DV�VRRQ�DV�WKH\�UHFHLYH�D�IRUHLJQ�FRQFHVVLRQDU\�ORDQ�

$FFRUGLQJ�WR�UHSRUWV�DOVR�VHYHUDO�RI�WKH�RWKHU�GRQRU�DJHQFLHV�SURYLGLQJ
FRQFHVVLRQDU\�FUHGLWV�KDYH�UHFHLYHG�VLPLODU�VXJJHVWLRQV��UHTXHVWV�IURP�02)7(&��,Q
IDFW�LW�PD\�VHHP�OLNH�WKHUH�PLJKW�KDYH�EHHQ�DQ�LPSOLFLW�SHUKDSV�XQLQWHQWLRQDO�SROLF\�RQ
SDUW�RI�02)7(&�WR�SOD\�RXW�DLG�DJHQF\�DJDLQVW�WKH�RWKHU��&RQVXOWDWLRQV�EHWZHHQ�WKH
GLIIHUHQW�ELODWHUDO�GRQRUV�KDV�XVXDOO\�UHYHDOHG�WKDW��DW�OHDVW�XQWLO�UHFHQWO\��DOO�WKH�GRQRUV
ZHUH�LQ�IDFW�RIIHULQJ�YHU\�VLPLODU�FRQGLWLRQV�RQ�WKHLU�FRQFHVVLRQDU\��ORDQV��ZKLFK�LV
QDWXUDO�VLQFH�WKH\�DOO�DGKHUH�WR�WKH�UHFRPPHQGDWLRQV�JLYHQ�E\�2(&'�IRU�FRQFHVVLRQDU\
ORDQV�

,Q�WKH�EHJLQQLQJ�RI������KRZHYHU�VRPH�ELODWHUDO�GRQRUV�FKDQJHG�WKH�VKDUH�RI�WKH�ORDQV
ZKLFK�PXVW�EH�XVHG�IRU�LPSRUWV�IURP�WKH�GRQRU�FRXQWU\���1RUZD\��DQQRXQFHG�WKDW�RQO\
���RI�LWV�FRQFHVVLRQDU\�ORDQV�QHHG�WR�EH�SXUFKDVHG�LQ�1RUZD\��$OVR��DFFRUGLQJ�WR
XQFRQILUPHG�UHSRUWV��'HQPDUN�LV�FRQWHPSODWLQJ�D�VLPLODU�GHFLVLRQ�

$FFRUGLQJ�WR�WKH�6LGD�RIILFHU�UHVSRQVLEOH�LQ�WKH�6ZHGLVK�(PEDVV\�LQ�%HLMLQJ�PRVW
OLNHO\�6ZHGHQ�ZLOO�VHH�LWVHOI�IRUFHG�WR�IROORZ�VXLW�ZLWK�WKH�RWKHUV��DQG�DEDQGRQ�WKH
FXUUHQW�UHTXLUHPHQW�WKDW�������RI�WKH�JRRGV�PXVW�EH�LPSRUWHG�IURP�6ZHGHQ��2WKHUZLVH
6LGD��LQ�WKLV�RIILFHUV�RSLQLRQ��PD\�LQ�WKH�IXWXUH�H[SHULHQFH�D�UHDO�GLIILFXOW\�WR�ILQG
ZRUWKZKLOH�SURMHFWV�WR�ILQDQFH�

$QRWKHU�DVSHFW�ZKHUH�02)7(&�KDV�WULHG�WR�µSUHVVXUHµ�GRQRUV�LV�UHJDUGLQJ�WKH
ILQDQFLDO�WHUPV�FRQWDLQHG�LQ�WKH�FRQFHVVLRQDU\�FUHGLWV��,Q�RQH�FRPPXQLFDWLRQ�WR�6,'$�
LQ�������02)7(&�LQVLVWV�WKDW�RWKHU�ELODWHUDO�GRQRUV��DPRQJ�WKHP�WKH�RWKHU�1RUGLF
FRXQWULHV��DUH�RIIHULQJ�PRUH�IOH[LEOH��UHDG �PRUH�JHQHURXV��FRQGLWLRQV��7KH�&KLQHVH
OHWWHU�DOVR�SRLQWHG�RXW�WKDW�H�J�WKH�8.�JLYHV�FUHGLWV�FRQVLVWLQJ�RI������JUDQW�HOHPHQW�DQG
�����H[SRUW�FUHGLW��DQG�+ROODQG������JUDQW�DQG������H[SRUW�FUHGLW��,I�6ZHGHQ�GLG�QRW
LPSURYH�LWV�ILQDQFLDO�WHUPV�6LGD�ZRXOG�QRW�EH�DEOH�WR�UHFHLYH�DQ\�DWWUDFWLYH�SURMHFWV��DW
OHDVW�QRW�LQ�WKH�ILHOG�RI�GLVWULFW�KHDWLQJ��DV�WKH�HQG�XVHUV�ZRXOG�SUHIHU�WR�WDNH
FRQFHVVLRQDU\�ORDQV�IURP�RWKHU�FRXQWULHV�LQVWHDG�

1R�UHYLVLRQ�RI�WKH�VKDUH�RI�JUDQW�HOHPHQW�LQ�WKH�FRQFHVVLRQDU\�FUHGLWV�KDV��KRZHYHU�
EHHQ�GHFLGHG�E\�WKH�6ZHGLVK�VLGH��%XW��LQ�D�PHHWLQJ�EHWZHHQ�02)7(&�DQG�6LGD�LQ
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6WRFNKROP�'HFHPEHU�������WKH�KHDG�RI�6LGD�V�&UHGLW�'LYLVLRQ�LQIRUPHG�RI�QHZ
SRVVLELOLWLHV�RSHQLQJ�XS�LQ�WKH�ILHOG�RI�GHYHORSPHQW�ORDQV�RIIHUHG�E\�6LGD��$PRQJ�VXFK
QHZ�LQLWLDWLYHV�DUH�VR�FDOOHG�µDLG�FUHGLWVµ��6ZHGLVK ´ELVWnQGVNUHGLWHU���ZKLFK�FRQWDLQ�D
JUDQW�HOHPHQW�RI�DERXW�����"���WKH�SRVVLELOLW\�RI�UHFHLYLQJ�XQWLHG�FUHGLWV��DQG�WKH
SRVVLELOLW\�RI�UHFHLYLQJ�LQGHSHQGHQW�ORDQ�JXDUDQWHHV��1R�IRUPDO�GHFLVLRQ�KDV�KRZHYHU
\HW�EHHQ�WDNHQ�E\�WKH�6ZHGLVK�*RY�LQ�WKLV�UHJDUG��DQG�LW�LV�QRW�FOHDU�DW�SUHVHQW�WR�ZKDW
H[WHQW�&KLQD�ZLOO�EH�DEOH�WR�DYDLO�LWVHOI�RI�WKHVH�QHZ�IDFLOLWLHV�

'HJUHH�RI�6LGD�LQYROYHPHQW
,Q�&KLQD��EHFDXVH�WKH�FOLHQW�LV�QRW�DOZD\V�DEOH�WR�SUHSDUH�DSSUDLVDO�UHSRUWV�RI�VXIILFLHQWO\
KLJK�VWDQGDUG��VRPHWLPHV�6LGD�V�LQYROYHPHQW�LQ�SURMHFW�SODQQLQJ�DQG�GHVLJQ�EHFRPHV
ELJJHU�WKDQ�LQ�RWKHU�UHFLSLHQW�FRXQWULHV��7KHUHIRUH�6LGD�V�DLG�RIILFHUV�VHH�WKH�GHJUHH�RI
WKHLU�LQWHUYHQWLRQ�LQ�WKH�SURMHFW�DV�D�EDODQFH�DFW�EHWZHHQ�EHLQJ�D�FRQWUDFW�ILQDQFLHU�DQG
D�UHJXODU�SURMHFW�ILQDQFLHU��ZKLFK�LW�LV�QRW�VXSSRVHG�WR�EH�DFFRUGLQJ�WR�LWV�RZQ�UXOHV�

,Q�WKH�RSLQLRQ�RI�WKLV�HYDOXDWLRQ�6LGD�KDV�PDQDJHG�WKLV�EDODQFH�DFW�YHU\�ZHOO��2IWHQ�WKH
LVVXH�LV�UDLVHG�LQ�LQWHUQDO�PHPRUDQGD�LQ�RUGHU�WR�GRFXPHQW�WKH�PRWLYHV�IRU�YDULRXV
LQWHUYHQWLRQV�DQG�DFWLRQV��2QH�RIILFHU�LQ�FKDUJH�RI�'+�DW�%,76�KDG�SUHSDUHG�D
FRPSOHWH�DQG�WKRURXJK����SDJH�FKHFNOLVW�RI��DOO�WKH�LWHPV�WKDW�RQH�ZRXOG�ZLVK�WR�VHH�LQ�D
IXOO�IOHGJHG�DSSUDLVDO�VWXG\��7KLV�FKHFN�OLVW�ZDV�DSSOLHG�ERWK�ZKHQ�FKHFNLQJ�XS�RQ�WKH
FRPSOHWHQHVV�RI�WKH�DSSUDLVDOV�KDQGHG�LQ�E\�WKH�ERUURZHU��EXW�DOVR�ZKHQ�FRPPLVVLRQLQJ
DQ�DSSUDLVDO�UHSRUW�WR�EH�FDUULHG�RXW�E\�D�6ZHGLVK�FRQVXOWDQW�

)LQGLQJ���,Q�&KLQD��EHFDXVH�WKH�FOLHQW�LV�QRW�DOZD\V�DEOH
WR�SUHSDUH�DSSUDLVDO�UHSRUWV�RI�VXIILFLHQWO\�KLJK�VWDQGDUG�
VRPHWLPHV�6LGD�V�LQYROYHPHQW�LQ�SURMHFW�SODQQLQJ�DQG
GHVLJQ�EHFRPHV�ELJJHU�WKDQ�LQ�RWKHU�UHFLSLHQW�FRXQWULHV��,WV
LQWHUYHQWLYH�UROH�LQ�WKH�SURMHFW�LV�D�EDODQFH�DFW�EHWZHHQ
EHLQJ�D�FRQWUDFW�ILQDQFLHU�DQG�D�UHJXODU�SURMHFW�ILQDQFLHU�
,Q�WKH�RSLQLRQ�RI�WKLV�HYDOXDWLRQ�6LGD�KDV�PDQDJHG�WKLV
EDODQFH�DFW�YHU\�ZHOO�

,QVXIILFLHQW�WUDLQLQJ�DQG�VXSHUYLVLRQ�LQFOXGHG�LQ�FRQWUDFWV
,Q�PDQ\�ILQDQFLQJ�DSSOLFDWLRQV�UHFHLYHG�IURP�&KLQD�6LGD�ILQGV�WKH�WUDLQLQJ�LQFOXGHG�LQ
WKH�FRQWUDFW�WR�EH�LQVXIILFLHQW�RU�SRRUO\�VSHFLILHG��7KH�VDPH�LV�RIWHQ�WUXH�UHJDUGLQJ�WKH
DPRXQW�RI�VXSHUYLVLRQ�DV�ZHOO�DV�DPRXQW�RI�VSDUH�SDUWV�SURYLGHG�IRU�LQ�WKH�FRQWUDFW�
&KLQHVH�FOLHQWV�DUH��DW�OHDVW�E\�6LGD��JHQHUDOO\�NQRZQ�WR�EH�YHU\�UHOXFWDQW�WR�LQFOXGH
WKHVH�LWHPV�LQ�WKH�FRQWUDFW��SUHIHUULQJ�WR�VSHQG�WKH�HQWLUH�FUHGLW�DPRXQW�RQ�KDUGZDUH�
2IWHQ�WKH�&KLQHVH�ERUURZHU�ZLOO�WU\�WR�PDNH�XVH�RI�WKH�DGYLFH�DQG�LQIRUPDWLRQ�ZKLFK�LW
FDQ�JHW�IRU�IUHH�IURP�WKH�YDULRXV�VXSSOLHUV�FRQWHQGLQJ�IRU�WKH�RUGHU��GXULQJ�WKH



50

QHJRWLDWLRQV�FRQGXFWHG�ZLWK�HDFK�RI�WKH�FRQWHQGHUV�LQ�SUHSDUDWLRQ�IRU�ILQDO�VHOHFWLRQ�RI
WKH�VXFFHVVIXO�ELGGHU��7KLV�LV�D�ZD\�WKDW�WKH�&KLQHVH�KRSH�WR�JHW�DV�PXFK�NQRZ�KRZ�DQG
WUDLQLQJ�DQG�WUDQVIHU�RI�NQRZOHGJH�ZLWKRXW�KDYLQJ�WR�SD\�IRU�LW��6HYHUDO�RI�WKH�6ZHGLVK
VXSSOLHUV�ZHUH�RI�WKH�RSLQLRQ�WKDW�WKHLU�&KLQHVH�FOLHQWV�DUH�RYHUO\�IRFXVLQJ�RQ�WKH�KDUG�
ZDUH�SDUW�RI�D�FRQWUDFW�DQG�KHVLWDQW�WR�XVH�WKH�IXQGV�WR�SD\�IRU�VRIW�ZDUH�E\�ZD\�RI
VXSHUYLVLRQ�DQG�WUDLQLQJ�

%HFDXVH�RI�WKLV�VLWXDWLRQ�WKH�GRQRU�6LGD�ILQGV�LWVHOI�DFWLYHO\�FRQWUROOLQJ�WKDW�WKH�UHTXLUHG
LWHPV�OLNH�VXSHUYLVLRQ��VSDUH�SDUWV�DQG�WUDLQLQJ�DUH�DOZD\V�SUHVHQW�LQ�WKH�FRQWUDFW�DQG�LQ
VXIILFLHQW�DPRXQWV�

7KH�REVHUYDWLRQV�PDGH�E\�LQ�WKLV�HYDOXDWLRQ�VHHP�WR�VXSSRUW�WKHVH�FRQWHQWLRQV��,Q�DOO�RI
WKH�ILYH�SURMHFWV�LQWHUYLHZV�VKRZHG�WKDW�WKH�WUDLQLQJ�DQG�VXSHUYLVLRQ�SDUWV�RI�WKH�FRQWUDFW
ZHUH�RQ�WKH�VPDOO�VLGH��,Q�D�WZR�FDVHV�WKHVH�LWHPV�DSSHDUHG�LQ�WKH�FRQWUDFW�EXW�ZHUH
VXEVHTXHQWO\�GURSSHG�DQG�H[FKDQJHG�IRU�KDUGZDUH��VHHPLQJO\�ZLWKRXW�LQIRUPLQJ�RU
DVNLQJ�WKH�GRQRU�DJHQF\�%,76�6LGD�DERXW�LW�

)LQGLQJ��6HYHUDO�RI�WKH�6ZHGLVK�VXSSOLHUV�ZHUH�RI�WKH
RSLQLRQ�WKDW�WKHLU�&KLQHVH�FOLHQWV�DUH�RYHUO\�IRFXVLQJ�RQ
WKH�KDUG�ZDUH�SDUW�RI�D�FRQWUDFW�DQG�KHVLWDQW�WR�XVH�WKH
IXQGV�WR�SD\�IRU�VRIW�ZDUH�E\�ZD\�RI�VXSHUYLVLRQ�DQG
WUDLQLQJ��%HFDXVH�RI�WKLV�VLWXDWLRQ�WKH�GRQRU�6LGD�ILQGV
LWVHOI�DFWLYHO\�FRQWUROOLQJ�WKDW�WKH�UHTXLUHG�LWHPV�OLNH
VXSHUYLVLRQ��VSDUH�SDUWV�DQG�WUDLQLQJ�DUH�DOZD\V�SUHVHQW
LQ�WKH�FRQWUDFW�DQG�LQ�VXIILFLHQW�DPRXQWV�

3URFXUHPHQW�VXSHUYLVLRQ
$OVR�WKH��SURFXUHPHQW�VLWXDWLRQ�LQ�&KLQD�LV�GLIIHUHQW�IURP�RWKHU�FRXQWULHV��DQG�RIWHQ
LQYROYHV�6LGD�WR�D�JUHDWHU�H[WHQW�WKDQ�HOVHZKHUH��,Q�WKH�SURMHFWV�HYDOXDWHG�KHUH��6LGD�KDV
URXWLQHO\�EHHQ�LQYROYHG��QRW�RQO\�LQ�DQDO\]LQJ�DQG�DSSUDLVLQJ�WKH�FRPPHUFLDO�FRQWUDFW
VLJQHG�EHWZHHQ�WKH�&KLQHVH�LPSRUWHU�DQG�WKH�6ZHGLVK�VXSSOLHU��EXW�DOVR�LQ�H[HUFLVLQJ�D
PHDVXUH�RI�FRQWURO�WR�HQVXUH�WKDW�WKH�SURFXUHPHQW�SURFHGXUH�IROORZHG�ZDV�VDWLVIDFWRU\�

)RU�6LGD�LW�ZDV�DOZD\V�D�GHOLFDWH�DQG�UDWKHU�GLIILFXOW�LVVXH�WR�GHFLGH�LQ�HDFK�FDVH�KRZ
PXFK�RI�FRQWURO�DGYLFH�DQG�DFWLYH�LQYROYHPHQW�LV�IHDVLEOH�ERWK�Z�U�W��LWV�DGPLQLVWUDWLYH
FDSDFLW\��EXW��SHUKDSV��PRUH�LPSRUWDQWO\��Z�U�W��6LGDV�SULQFLSOHV�UHJDUGLQJ�WKLV�DLG�IRUP�

&KLQHVH�LQWHUPHGLDU\�EDQN
$�SUREOHP�LQ�VRPH�RI�KH�SURMHFWV�KDV�EHHQ�WKDW�WKH�%DQN�RI�&KLQD��ZKLFK�E\�02)7(&
KDG�EHHQ�GHVLJQDWHG�DV�WKH�RQO\�EDQN�DOORZHG�WR�DFW�DV�RQ�OHQGHU�RI�WKH�6ZHGLVK�FUHGLWV
WR�WKH�HQG�XVHUV��ZDV�YHU\�KHVLWDQW�WR�SDUWLFLSDWH�LQ�VRPH�RI�WKHVH�SURMHFWV��7KH�%DQN�V
PRWLYH�ZDV�VLPSOH�DQG�HDV\�WR�XQGHUVWDQG��,W�IHOW�WKDW��ZLWKRXW��SURSHU�VHFXULW\�EHLQJ
SRVWHG�E\�WKH�HQG�XVHU��WKH�%DQN��JLYHQ�WKH�QHZ�UHTXLUHPHQW�SRVHG�E\�WKH�&KLQHVH
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JRYHUQPHQW�WKDW�WKH�%DQN�FRQGXFW�LWV�EXVLQHVV�LQ�D�FRPPHUFLDOO\�VRXQG�ZD\���VKRXOG
QRW�ULVN�LWV�VROLGLW\�E\�JUDQWLQJ�QHZ�ORDQV�WR�PXQLFLSDOLWLHV�ZKR�DUH�LQ�DUUHDUV�UHJDUGLQJ
RWKHU��SUHYLRXV�ORDQV�WR�%DQN�RI�&KLQD�RU�WR�DQ\�RWKHU�%DQN�

)RU�WKLV�UHDVRQ�WKH�%DQN�RI�&KLQD�KDV�RQ�VHYHUDO�RFFDVLRQV�WKUHDWHQHG�WR�VWRS�D
ORDQ�RU�GHOD\HG�LW�EHFDXVH�WKH�HQG�XVHU�RU�WKH�SURYLQFLDO�JRYHUQPHQW�JXDUDQWHHLQJ�WKH
HQG�XVHUV�FUHGLW�KDG�QRW�VDWLVIDFWRULO\�VHUYLFHG�RWKHU�FUHGLWV�UHFHLYHG�
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����7[IHIR
W�4VSKVEQ�SJ�'SRGIWWMSREV]�(IZIPSTQIRX
'VIHMXW

8S�XQWLO������WKH�6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV�ZHUH�JLYHQ�E\�WKH�*RYHUQPHQW�V�DJHQF\�%,76��,Q�-XO\������%,76
PHUJHG�ZLWK�IRXU�RWKHU�RUJDQL]DWLRQV��DPRQJ�WKHP�µROGµ�6,'$��WR�IRUP�µQHZµ�6LGD��DQG�IURP�WKHQ�RQ�WKHVH�FUHGLWV�DUH
JLYHQ�XQGHU�6LGD�V�QDPH�

6ZHGHQ�V�SURJUDP�RI�FRQFHVVLRQDU\�FUHGLWV�IRU�GHYHORSPHQW�ZDV�LQWURGXFHG�LQ�����
ZLWK�WKH�IROORZLQJ�JHQHUDO�SXUSRVHV�

����D�ZLVK�WR�VXSSRUW�DOVR�RWKHU�WKDQ�WKH�SRRUHVW�/'&V��D�VXSSRUW�ZKLFK�PXVW
WKHQ�EH�JLYHQ�RQ�OHVV�WKDQ�JUDQW�WHUPV

����WR�JLYH�WKLV�JURXS�RI�GHYHORSLQJ�FRXQWULHV�D�ZLGHU�RSSRUWXQLW\�WR�FKRRVH
6ZHGLVK�VXSSOLHUV

����WR�H[SORLW�WKH�µPXOWLSOLHU�HIIHFWµ�ZKLFK�FRQVLVWV�LQ�WKH�JUDQW�HOHPHQW�DWWUDFWLQJ
DGGLWLRQDO�FRPPHUFLDO�UHVRXUFHV�WR�EH�LQYHVWHG�LQ�WKH�WKLUG�ZRUOG��DQG

����WR�IDFLOLWDWH�WKH�WUDQVLWLRQ�IURP�JUDQW�DLG�WR�RWKHU��FRPPHUFLDO��IRUPV�RI
ILQDQFLQJ

7KH�PDLQ�PRWLYH�EHKLQG�WKH�FRQFHVVLRQDU\�FUHGLWV�ZDV�VDLG�WR�EH�GHYHORSPHQWDO��DQG
WKH�FUHGLWV�ZRXOG�WKHUHIRUH�EH�JLYHQ�RQO\�WR�FRXQWULHV�ZKRVH�GHYHORSPHQW�SROLF\�ZDV
LQ�OLQH�ZLWK�WKH�RYHUDOO�JRDOV�RI�6ZHGHQ�V�GHYHORSPHQW�DLG��7KH�6ZHGLVK�H[SRUWHU�V
LQWHUHVWV�ZHUH�REYLRXVO\�DOVR�DQ�LPSRUWDQW�PRWLYH��EXW���DV�HPSKDVL]HG�LQ�DOO�RIILFLDO
GRFXPHQWV���DOZD\V�VHFRQGDU\�WR�WKH�GHYHORSPHQWDO�PRWLYH�

(YHQ�WKRXJK�WKH�FUHGLWV�DUH�WLHG�WR�6ZHGLVK�JRRGV�DQG�VHUYLFHV��LW�ZDV
DVVXPHG���JLYHQ�WKH�VKDUS�LQWHUQDWLRQDO�FRPSHWLWLRQ�EHWZHHQ�GLIIHUHQW�VXSSOLHUV���WKDW
WKH�JUDQW�HOHPHQW�ZRXOG�DOZD\V�DFFUXH�WR�WKH�UHFLSLHQW�FRXQWU\�DQG�QRW�DV�D�VXEVLG\
WR�WKH�6ZHGLVK�H[SRUWHU�

$IWHU�D�UHYLVLRQ�LQ������DQ�HYHQ�JUHDWHU�UHODWLYH�HPSKDVLV�ZDV�ODLG�RQ�WKH
GHYHORSPHQWDO�DVSHFWV��DQG�DOVR�WKH�LQLWLDWLYH�IRU�DSSO\LQJ�IRU�D�FRQFHVVLRQDO�FUHGLW
ZRXOG�WR�D�KLJKHU�GHJUHH�EH�SODFHG�ZLWK�WKH�UHFLSLHQW�FRXQWU\�

$V�WKH�FUHGLW�LQVWUXPHQW�ZDV�VHHQ�DV�EHLQJ�PRVW�VXLWDEOH�IRU�SURGXFWLYH
LQYHVWPHQWV�\LHOGLQJ�HFRQRPLF�VXUSOXV��LW�ZDV�IRUHVHHQ�WKDW�WKH�FUHGLWV�ZRXOG�EH
PDLQO\�XVHG�WR�VDWLVI\�WKH�REMHFWLYHV�RI�HFRQRPLF�JURZWK�DQG�HFRQRPLF�LQGHSHQGHQFH�
DQG�QRW�HFRQRPLF�DQG�VRFLDO�HTXDOLW\�DQG�GHPRFUDF\��ZKLFK�ZHUH�WKHQ�WKH�RWKHU
RYHUDOO�JRDOV�RI�6ZHGHQ�V�GHYHORSPHQW�DLG�

7KH�UXOHV�DQG�FULWHULD�IRU�WKH�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�VFKHPH�KDYH�HYROYHG
VRPHZKDW�RYHU�WKH�\HDUV��&XUUHQWO\�WKH\�DUH�DV�IROORZV�

�����7KH�FUHGLWV�FDQ�EH�JLYHQ�RQO\�WR�FRXQWULHV�WKDW�DUH�FUHGLW�ZRUWK\��RU�ZKLFK
DUH�MXGJHG�WR�EH�DEOH�WR�EHFRPH�FUHGLW�ZRUWK\�LQ�WKH�IRUHVHHDEOH�IXWXUH��6LGD�FODVVLILHV
FRXQWULHV�DFFRUGLQJ�WR�ZKHWKHU�WKH\�VKRXOG�EH�UHFHLYLQJ�RQO\�JUDQWV��RQO\�FUHGLWV�RU�LI
WKH\�FDQ�UHFHLYH�ERWK�JUDQWV�DQG��VRIW��FUHGLWV��7KLV�LV�D�TXHVWLRQ�ZKLFK�LV�MXGJHG�RQ
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WKH�EDVLV�RI�WKH�FRXQWU\·V�OHYHO�RI�LQFRPH��EXW�DOVR�LWV�PDFURHFRQRPLF�SHUIRUPDQFH��,W
ZDV�UHFHQWO\�VWXGLHG�E\�D�VSHFLDO�WDVN�IRUFH�DW�6LGD�

�����7KH�SURMHFWV�PXVW�EH�KLJKO\�SULRULWL]HG�E\�WKH�UHFLSLHQW�JRYHUQPHQW
�����7KH�FUHGLWV�DUH�QRUPDOO\�GLUHFWHG�WR�WKH�HFRQRPLF�VHFWRUV�RI�WKH�HFRQRP\�

SDUWLFXODUO\�WR�SURMHFWV�UXQ�E\�SXEOLF�XWLOLWLHV�RU�FRUSRUDWLRQV��6R�IDU��SULRULW\�KDV
EHHQ�JLYHQ�WR�LQIUDVWUXFWXUH�SURMHFWV�DV�HQHUJ\��WUDQVSRUW�DQG�WHOHFRPPXQLFDWLRQV�
7KHVH�DUH�RIWHQ�SURMHFWV�ZKLFK��EHFDXVH�RI�ORZ�UHJXODWHG�WDULIIV��FDQ�QRW�DWWDLQ
ILQDQFLDO�YLDELOLW\��EXW�ZKLFK�DUH�VHHQ�DV�HFRQRPLFDOO\�VRXQG�IRU�WKH�FRXQWU\�

�����7KH�SURMHFWV�PXVW�EH�WHFKQLFDOO\�DQG�ILQDQFLDOO\�VRXQG��DV�HYLGHQFHG�E\�D
WKRURXJK�IHDVLELOLW\�VWXG\�RU�WKH�OLNH�

�����3URMHFWV�PXVW�JLYH�D�VDWLVIDFWRU\�HFRQRPLF�UDWH�RI�UHWXUQ�RU�FUHDWH�FRQGLWLRQV
IRU�RWKHU�DFWLYLWLHV�ZKLFK�ZRXOG�OHDG�WR�VXFK�UHWXUQV

�����7KH�SURMHFWV�VKRXOG�KDYH�D�SRVLWLYH�LPSDFW�RQ�WKH�FRXQWU\�V�DELOLW\�WR�HDUQ
RU�VDYH�IRUHLJQ�H[FKDQJH

�����3URMHFWV�IRU�SURGXFWLRQ�IRU�WKH��GRPHVWLF�PDUNHW�VKRXOG�SUHIHUDEO\�EH
GLUHFWHG�WRZDUGV�EDVLF�XWLOLWLHV�ZKLFK�EHQHILW�D�ODUJH�VHFWLRQ�RI�WKH�SRSXODWLRQ

�����3URMHFWV�ZKLFK�RQ�EDODQFH�DUH�GHHPHG�WR�KDYH�D�QHJDWLYH�HQYLURQPHQWDO
LPSDFW�DUH�QRW�HOLJLEOH�IRU�ILQDQFLQJ��7KLV�FULWHULD�VHHPV�WR�KDYH�EHHQ�DGGHG�VRPHWLPH
LQ�WKH�ODWH�����V�

�����'XH�WR�WKH�DJUHHPHQW�UHDFKHG�LQ������ZLWKLQ�2(&'��WKH�+HOVLQNL�DJUHHPHQW�
SURMHFWV�GHHPHG�WR�EH�µFRPPHUFLDOO\�YLDEOHµ�VKDOO�QRW�EH�HOLJLEOH�IRU�ILQDQFLQJ�E\
FRQFHVVLRQDU\�FUHGLWV�ZKLFK�DUH�WLHG��VXFK�DV�H�J��WKH�6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV�
&RPPHUFLDO�YLDELOLW\�LV�WHVWHG�DFFRUGLQJ�WR�WZR�FULWHULD��ILUVWO\��LI�WKH�SURMHFW�V�QHW�FDVK
IORZ�LV�KLJK�HQRXJK�WR�VHUYLFH�FUHGLWV�JLYHQ�RQ�PDUNHW�WHUPV��6HFRQGO\��LI�ILQDQFH�DW
PDUNHW�WHUPV�LV�DYDLODEOH�IRU�WKH�SURMHFW�
7KH�ORJLFDO�FRQFOXVLRQ�RI�WKH�+HOVLQNL�DFFRUGV�LV�WKDW�FRQFHVVLRQDU\�FUHGLWV�FDQ�QRZ
RQO\�EH�JLYHQ�WR�SURMHFWV�ZKLFK�VKRZ�D�SRVLWLYH�HFRQRPLF�UDWH�RI�UHWXUQ�EXW�ZKLFK�DUH
QRW��ILQDQFLDOO\�YLDEOH���7KH�+HOVLQNL�DJUHHPHQW�ZDV�VLJQHG�LQ������WR�WDNH�HIIHFW�LQ
������+RZHYHU��WKHUH�ZDV�D�WUDQVLWLRQ�UXOH�VWDWLQJ�WKDW�ROG�FULWHULD�FRXOG�DSSO\�IRU
DQRWKHU�WZR�\HDUV�LQ�WKRVH�SURMHFWV�ZKLFK�KDG�DOUHDG\�EHHQ�QRWLILHG�E\������

������7KH�6LGD�FUHGLW�PD\�ILQDQFH�RQO\�XS�WR������RI�WKH�FRQWUDFW�VXP��ZKLOH�WKH
UHVW�PXVW�EH�FRYHUHG�E\�D�FDVK�SD\PHQW��$W�OHDVW������RI�WKH�SDUW�ILQDQFHG�E\�WKH
6ZHGLVK�FUHGLW�PXVW�EH�XVHG�IRU�SURGXFWV�DQG�VHUYLFHV�RI�6ZHGLVK�RULJLQ�

������7KH�FUHGLW�LV�QRUPDOO\�D�EDQN�WR�EDQN�FUHGLW��L�H��IURP�D�EDQN�LQ�6ZHGHQ�WR
RQH�LQ�=LPEDEZH��EXW�WKH�ERUURZHU�PD\�DOVR�EH�PLQLVWU\��D�SXEOLF�XWLOLW\�RU
FRUSRUDWLRQ�RU�VRPH�RWKHU�HQWLW\�OLNH�IRU�LQVWDQFH�D�WRZQ�

������7KH�JUDQW�HOHPHQW�RI�WKH�FUHGLW�LV�ILQDQFHG�RXW�RI�6LGDV��IRUPHUO\�%,76��
DLG�EXGJHW�

������7KH�JUDQW�HOHPHQW�LV�DW�OHDVW������ZKLFK�FDQ�EH�DFKLHYHG�E\�GLIIHUHQW
FRQVWHOODWLRQV�RI�WKH�OHYHO�RI�WKH�LQWHUHVW�UDWH��WKH�OHQJWK�RI�JUDFH�SHULRG�DQG�WKH�OHQJWK
RI�WKH�UHSD\PHQW�SHULRG��$�VWDQGDUG�FRQVWHOODWLRQ�LQ�WKH�6ZHGLVK�VFKHPH�VHHPV�WR�EH
D����\HDU�FUHGLW�SHULRG�DW�����LQWHUHVW�UDWH��ZLWK�D�JUDFH�SHULRG�RI���\HDU�DQG�D
UHSD\PHQW�SHULRG�RI���\HDUV��7KH�VWDUWLQJ�SRLQW�RI�WKH�FUHGLW�SHULRG�LV�QRUPDOO\�WKH



54

WLPH�RI�FRPPLVVLRQLQJ��L�H��ZKHQ�WKH�FRQWUDFW�REOLJDWLRQV�RI�WKH�6ZHGLVK�VXSSOLHU�DUH
RIILFLDOO\�ILQLVKHG�

������6LGD�GRHV�QRW��DYDLO�LWVHOI�RI�WKH�ULJKW��JLYHQ�E\�WKH�2(&'�FRQVHQVXV�UXOHV�
WR�µPDWFKµ�KLJKHU�JUDQW�HOHPHQWV�RIIHUHG�E\�RWKHU�FRPSHWLQJ�FRXQWULHV�

������7KH�FRQFHVVLRQDU\�FUHGLW�WHUPV�PD\��LI�WKH�JRYHUQPHQW�VR�ZLVKHV��EH�SDVVHG
RQ�WR�WKH�HQG�XVHU�RI�WKH�FUHGLW��RU��EH�UHWDLQHG�E\�WKH�JRYHUQPHQW�ZKLOH�RWKHU���RIWHQ
PRUH�FRPPHUFLDO���WHUPV�DUH�JLYHQ�WR�WKH�XVHU�RI�WKH�FUHGLW�LQ�DQ�RQ�OHQGLQJ
DJUHHPHQW��2Q�WKLV�SRLQW�WKHUH�VHHPV�KRZHYHU�WR�EH�DQ�XQVHWWOHG�VLWXDWLRQ��:KLOH�WKH
SRVLWLRQ�UHIHUUHG�WR�KHUH�LV�VWDWHG�LQ�D�PHPRUDQGXP�IURP�6LGD�RI�-DQXDU\�������WKHUH
LV�DQRWKHU�GRFXPHQW��*XLGHOLQHV�IRU�WKH�FRQFHVVLRQDU\�FUHGLW�VFKHPH�GDWHG�'HFHPEHU������
ZKLFK�VD\V�WKDW��µWKH�JUDQW�HOHPHQW�VKDOO��ZKHUH�DW�DOO�SRVVLEOH�DQG�SUDFWLFDEOH��EH
DEVRUEHG�E\�D�FHQWUDO�JRYHUQPHQW�DXWKRULW\�LQ�RUGHU�WR�DYRLG�JLYLQJ�VLJQDOV�ZKLFK
GLVWRUW�HIILFLHQF\�DQG�RU�ZKLFK��GLVWRUW�FRPSHWLWLRQ�LQ�WKH�ORFDO�PDUNHW�µ��:H�PD\
FRPPHQW�KHUH�WKDW�%,76�V�DZDUHQHVV�RI�WKLV�DVSHFW�ZDV�QRW�DOZD\V�YHU\�KLJK���DW�OHDVW
DV�HYLGHQFHG�IURP�GRFXPHQWDWLRQ�LQ�WKH�ILOHV�

$FFRUGLQJ�WR�RQH�LQWHUYLHZ�WKH�VLWXDWLRQ�FKDQJHG�LQ�WKH�ODWH�����V�ZKHQ
WKH�TXHVWLRQ�RI�FRXQWHU�SDUW�IXQG�SD\PHQWV�EHFDPH�LPSRUWDQW�LQ�GHYHORSPHQW�DLG��7KHQ
DOVR�%,76�VWDUWHG�WR�SD\�DWWHQWLRQ�WR�ZKDW�FRQGLWLRQV�ZHUH�SDVVHG�RQ�LQ�WKH�RQ�
OHQGLQJ�DJUHHPHQWV��ZKHQ�VXFK�ZHUH�DW�DOO�PDGH��:KHQ�WKH�JUDQW�HOHPHQW�LV�JLYHQ�WR
DQ�LQIUDVWUXFWXUH�SXEOLF�XWLOLW\�OLNH�H�J��HOHFWULFLW\�JHQHUDWLRQ�RQH�PD\�RI�FRXUVH�DUJXH
WKDW�LW�LV�WKH�ODUJH�PDVV�RI�FRQVXPHUV�ZKR�EHQHILW��KRZHYHU�DW�WKH�H[FOXVLRQ�RI�WKH
SRRUHVW�JURXSV�LQ�WKH�FRXQWU\VLGH�ZKR�GR�QRW�KDYH�HOHFWULFLW\�
,Q�DOO�RI�WKH�ILYH�GLVWULFW�KHDWLQJ�SURMHFWV�HYDOXDWHG�KHUH�WKH�JUDQW�HOHPHQW�LV�DEVRUEHG
E\�WKH�HQG�XVHUV��ZKLFK�DUH�PXQLFLSDO�SXEOLF�XWLOLW\�FRPSDQLHV�

������7KH�FUHGLWV�DUH�JXDUDQWHHG��IRU�D�IHH��E\�WKH�6ZHGLVK�([SRUW�&UHGLWV
*XDUDQWHH�%RDUG��(.1���RQ�EHKDOI�RI�6LGD�

������3URFXUHPHQW�VKRXOG�QRUPDOO\�EH�GRQH�WKURXJK�LQWHUQDWLRQDO�FRPSHWLWLYH
ELGGLQJ��+RZHYHU��DV�QR�VSHFLILF�SURFHGXUH�KDV�EHHQ�ODLG�GRZQ�E\�%,76�6LGD��LW�PD\
DOVR�IROORZ�JXLGHOLQHV�HVWDEOLVKHG�E\�WKH�UHFLSLHQW�FRXQWULHV��SURYLGHG�WKDW�WKHVH
JXLGHOLQHV�DUH�MXGJHG�WR�EH�VDWLVIDFWRU\�%,76�6LGD�

������7KH�FUHGLW�LV�WR�ILQDQFH�D�VSHFLILF��FRQWUDFW�ZRQ�E\�D�6ZHGLVK�VXSSOLHU�LQ
LQWHUQDWLRQDO�FRPSHWLWLRQ�

������7KH�LQLWLDWLYH�IRU�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�ILQDQFLQJ�PD\�FRPH�IURP
WKH�SURVSHFWLYH�6ZHGLVK�FRQWUDFWRU�RU�WKH�XVHU�LQ�WKH�UHFLSLHQW�FRXQWU\��EXW�WKH
IRUPDO�UHTXHVW�IRU�FUHGLW�PXVW�DOZD\V�EH�HQGRUVHG�E\�WKH�ILQDQFH�0LQLVWU\�RU�WKH
0LQLVWU\�UHVSRQVLEOH�IRU�DLG�FRRUGLQDWLRQ��,QKHUHQW�LQ�D�V\VWHP�ZKHUH�WKH�LQLWLDWLYH�IRU
FRQFHVVLRQDU\�FUHGLWV�FRPHV�IURP�RQH�RI�WKH�WZR�FRQWUDFWLQJ�SDUWLHV���WKH�VXSSOLHU�RU
WKH�FOLHQW����LV�WKH�ULVN�RI�OLPLWLQJ�WKH�FKRLFH�WR�YHU\�IHZ�SURMHFWV��WKXV�ULVNLQJ�WR�ORVH
WKH�YLHZ�RI�RWKHU�DOWHUQDWLYH�XVHV�RI�WKH�IXQGV�

������5HJDUGLQJ�FRPSHWLWLRQ�EHWZHHQ�WKH�H[SRUWHUV�RI�GLIIHUHQW�FRXQWULHV�DQ
LPSRUWDQW�HOHPHQW�LV�WKDW��DFFRUGLQJ�WR�WKH�+HOVLQNL�DFFRUGV��D�VRIW�FUHGLW���LI�LW�LV
RIIHUHG�DW�DOO���PXVW�DOZD\V�FRQWDLQ�D�JUDQW�HOHPHQW�RI�DW�OHDVW��������$OVR��WKH
GLIIHUHQW�GRQRU�FRXQWULHV�RIIHULQJ�FRQFHVVLRQDU\�FUHGLWV�DUH�DOORZHG�WR�PDWFK�HDFK
RWKHUV��RIIHUV�ZLWK�UHVSHFW�WR�WKH�JUDQW�HOHPHQW��7KH�SXUSRVH�RI�WKLV�UXOH�LV�WKDW�D
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FRQWUDFW�VKRXOG�DOZD\V�EH�DZDUGHG�RQ�WKH�PHULWV�RI�WKH�WHFKQLFDO�TXDOLW\�DQG�WKH
SULFH�RIIHUHG�E\�WKH�H[SRUWHUV��DQG�QRW�RQ�WKH�JURXQGV�RI�D�VRIW�FUHGLW�EHLQJ�DYDLODEOH�
$V�ZDV�QRWHG�DERYH��KRZHYHU��6ZHGHQ�V�SROLF\�KDV�DOZD\V�EHHQ�QRW�WR�XVH�WKLV
PDWFKLQJ�RSWLRQ�

�����6LGD�PD\��DFFRUGLQJ�WR�LWV�VWDWXWHV��GHFLGH�WR�JUDQW�D�FUHGLW�RQO\�DIWHU��WKH
6ZHGLVK�FRQWUDFWRU�KDV�DOUHDG\�EHHQ�DZDUGHG�WKH�FRQWUDFW��ZRQ�WKURXJK
LQWHUQDWLRQDO�FRPSHWLWLRQ�RU�DIWHU��ELG�FORVLQJ��7KLV�LV�WR�VDIHJXDUG�WKDW�WKH�NQRZOHGJH
RI�D�SURVSHFWLYH�JUDQWLQJ�RI�D�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�ZLOO�QRW�XQGXO\�LQIOXHQFH
WKH�UHFLSLHQW�RI�WKH�FUHGLW�LQ�KLV�FKRLFH�RI�FRQWUDFWRU�
,I�DQG�ZKHQ�WKHUH�LV�PRUH�WKDQ�RQH�FRXQWU\�RIIHULQJ�D�VXEVLGL]HG�FUHGLW�WKHUH�ZRXOG
QRW�VHHP�WR�EH�DQ\�SUREOHP�WR�PDNH�VXUH�WKDW�D�FRQWUDFW�LV�DZDUGHG�SXUHO\�RQ�WKH
EDVLV�RI�WHFKQLFDO�TXDOLW\�DQG�RQ�SULFH��+RZHYHU��ZKHQ�WKHUH�LV�RQO\�RQH��RIIHU�LW�LV
KDUG�WR�VHH�KRZ�WKH�SURVSHFW�RI�D�VRIW�FUHGLW�EHLQJ�DYDLODEOH�ZRXOG�QRW��LQIOXHQFH�WKH
GHFLVLRQ��IRU�REYLRXVO\�WKH�6ZHGLVK�FRQWUDFWRU�ZLOO�KDYH�WROG�WKH�FOLHQW�WKDW�D�FUHGLW�LV
PRVW�OLNHO\�IRUWKFRPLQJ�LI�DQG�ZKHQ�D�FRQWUDFW�LV�DZDUGHG��6R��LQ�WKHVH�FDVHV�WKH
IRUPDOLW\�RI�GHFLGLQJ�DERXW�WKH�FUHGLW�RQO\�DIWHU�WKH�FRQWUDFW�KDV�EHHQ�DZDUGHG�
ZRXOG�VHHP�WR�EH�D�PHUH�IRUPDOLW\�ZLWK�QR�SUDFWLFDO�PHDQLQJ�
� ������$FFRUGLQJ�WR�%,76�V�RZQ�UXOHV�LW�LV�YHU\�LPSRUWDQW�WR�HYDOXDWH�WKH�SURMHFWV
ZKLFK�KDYH�EHHQ�ILQDQFHG�E\�D�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�

7KH�FXUUHQW�YROXPH�RI�WRWDO�6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV�LV�DERXW�06(.
������WR��������D�\HDU��ZLWK�D�JUDQW�HOHPHQW�RI�DERXW�6(.�����PLOOLRQ��2I�WKH�WRWDO
[[[[[��DFFXPXODWHG�DPRXQW�RI�FUHGLWV�VLQFH�WKH�VWDUW�RI�WKH�SURJUDP�LQ�������DERXW
;���KDV�JRQH�WR�&KLQD��PDNLQJ�LW�WKH�\�ODUJHVW�UHFLSLHQW�RI�WKLV�W\SH�RI�DLG�IURP
6ZHGHQ��2Q�D�SHU�FDSLWD�EDVLV�&KLQD�KDV�UHFHLYHG�6(.�����ZKLFK�FDQ�EH�FRPSDUHG�WR
DERXW����LQ�=LPEDEZH�DQG�RYHU�����IRU�VPDOO�FRXQWULHV�OLNH�/HVRWKR�DQG�0DXULWLXV�
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--���8,)�):%09%8-32�ERH�1)8,3(303+=

�����6IEWSR�JSV��WGSTI�ERH�JSGYW�SJ�IZEPYEXMSR

5HDVRQV�IRU�HYDOXDWLRQ
)LUVWO\���QRQH�RI�WKH�SURMHFWV��ZKLFK�KDYH�DOO�EHHQ�FRPSOHWHG�ZLWK�UHVSHFW�WR�WKH
LQYROYHPHQW�RI�WKH�6ZHGLVK�VXSSOLHUV��KDV�EHHQ�HYDOXDWHG��$FFRUGLQJ�WR�6LGD�V
HYDOXDWLRQ�SROLF\�D�ILQDO�HYDOXDWLRQ�LV�WKHUHIRUH�GXH�
6HFRQGO\���DFFRUGLQJ�WR�WKH�%,76�SURMHFW�SUHSDUDWLRQ�GRFXPHQWV��WKH�SURMHFWV��LQ
YDU\LQJ�GHJUHH��ZHUH�VHHQ�DV�LPSRUWDQW�GHPRQVWUDWLRQ�FDVHV��DQG�ODUJH�H[SHFWDWLRQV�ZHUH
UDLVHG�ZLWK�UHVSHFW�WR�WKHLU�RXWFRPHV��7KH�&KLQHVH�DXWKRULWLHV�VDZ�WKH�SURMHFWV�DV
SRVVLEOH�GHPRQVWUDWLRQ�FDVHV�LQ�VR�IDU�WKDW�LW�ZRXOG�VKRZ�WR�ZKDW�H[WHQW�DGYDQFHG
ZHVWHUQ�WHFKQRORJ\�FRXOG�EH�XVHG�DORQJVLGH�ZLWK�&KLQHVH�NQRZ�KRZ�DQG�HTXLSPHQW
LQ�RUGHU�WR�PRGHUQL]H�&KLQD�V�PXQLFLSDO�DQG�RWKHU�KHDWLQJ�V\VWHPV��7KH�OHVVRQV
IURP�WKH�SURMHFW�ZRXOG�EH�LQFRUSRUDWHG�LQWR�IXWXUH�&KLQHVH�GLVWULFW�KHDWLQJ�SODQQLQJ
DQG�HTXLSPHQW�VWDQGDUGL]DWLRQ�
7KLUGO\���6LGD�KDV�WRGD\�QR�LQIRUPDWLRQ�ZKDWVRHYHU�RQ�WKH�RXWFRPHV�RI�WKHVH�SURMHFWV�
QRU�ZLWK�UHVSHFW�WR�WKHLU�LPSOHPHQWDWLRQ�RU�WKHLU�RXWSXWV��1RU�GRHV�6LGD�KDYH�DQ\
LQVLJKW�LQWR�WKH�H[WHQW��WR�ZKLFK�WKH�PDLQ�REMHFWLYHV�KDYH�EHHQ�UHDFKHG�

([�SRVW�DQG�H[�DQWH�DQDO\VLV
7KH�SURMHFWV�KDYH�WR�GDWH�DFKLHYHG�QHDU�FRPSOHWLRQ�RQO\�RQ�WKH�LQSXW�DFWLYLW\��OHYHOV��DQG
RXWSXW��OHYHOV��ZKLOH�RXWFRPHV�RQ�HIIHFWV��DQG�LPSDFW��OHYHOV�KDYH�RQO\�SDUWO\�VWDUWHG�WR
PDQLIHVW�WKHPVHOYHV�7KLV�HYDOXDWLRQ�FDQ�RI�FRXUVH�EH�DQ�H[��SRVW��DQDO\VLV�RQO\�LQ�UHODWLRQ
WR�WKH�RXWFRPHV�ZKLFK�KDYH�DOUHDG\�KDSSHQHG��,Q�SUDFWLFH�WKH�GLIIHUHQFH�EHWZHHQ
XQGHUWDNLQJ�DQ�HYDOXDWLRQ�EHIRUH�DOO�WKH�RXWFRPHV�KDYH�KDSSHQHG��DV�LV�GRQH�KHUH��DQG
GRLQJ�LW�ZKHQ�DOO�WKH�RXWFRPHV�DUH�DOUHDG\�DW�KDQG��LV�KRZHYHU�QRW�WKDW�JUHDW��%HFDXVH
HYHQ�LQ�WKH�ODWWHU�FDVH��LW�ZLOO�RIWHQ�WDNH�PDQ\�\HDUV�EHIRUH�VRPH�HIIHFWV��DQG�HVSHFLDOO\
VRPH�LPSDFWV�VWDUW�WR�PDQLIHVW�WKHPVHOYHV��6R�LQ�ERWK�FDVHV�WKH�HYDOXDWLRQ�ZLOO�KDYH�WR
UHO\�RQ�D�PL[WXUH�RI�H[�SRVW�DQG�H[�DQWH�DQDO\VLV�

6LGD�V�HYDOXDWLRQ�SURJUDP�GRHV�QRW�LQ�SUDFWLFH��DOWKRXJK�LW�GRHV��FRQFHSWXDOO\�
VHSDUDWH�SURMHFW�FRPSOHWLRQ�UHSRUWV�IURP�RWKHU�H[�SRVW��LPSDFW��HYDOXDWLRQ�UHSRUWV��OLNH
LV�GRQH�LQ�VRPH�RI�WKH�ODUJHU�DLG�DJHQFLHV�VXFK�DV�WKH�:RUOG�%DQN��7KLV�LV�XQDYRLGDEOH
JLYHQ�WKH�OLPLWHG�VL]H�RI�6LGD�V�DLG�SURJUDP�
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6FRSH�DQG�IRFXV
)ROORZLQJ�6LGD�V�QRUPDO�OHYHO�RI�DPELWLRQ�WKH�LQYHVWPHQW�SURMHFWV�ILQDQFHG�E\
6ZHGHQ�VKRXOG�EH�VXEMHFWHG�WR�D�FRPSUHKHQVLYH��H[�SRVW�HYDOXDWLRQ��FRPSUHKHQVLYH
PHDQLQJ��WKDW�LW�VKRXOG�FRYHU�QRW�RQO\�DOO�OHYHOV�RI�WKH�SURMHFWV�V�JRDO�KLHUDUFKLHV��
LQSXWV��DFWLYLWLHV��RXWSXWV��HIIHFWV�DQG�LPSDFWV���EXW�DOVR�DOO�WKH�XVXDO�DVSHFWV�DQG
FULWHULD�ZKLFK�DUH�LPSRUWDQW�IRU�6ZHGLVK�DLG��DPRQJ�WKHP�WKH�VL[�PDLQ�REMHFWLYHV�RI
6ZHGHQ�V�GHYHORSPHQW�FRRSHUDWLRQ�

7KH�JHQHUDO�REMHFWLYH��RI�WKH�HYDOXDWLRQ�LV�WR�DVVHVV�WKH�RXWFRPHV�RI�WKH�SURMHFWV
DW�WKH�GLIIHUHQW�UHOHYDQW�OHYHOV��DV�MXGJHG�DJDLQVW�WKH�DLG�FULWHULD�RI�%,76�DQG�6LGD��DV
ZHOO�DV�DJDLQVW�DSSOLFDEOH�GHYHORSPHQW�FRRSHUDWLRQ�SULQFLSOHV�RI�6ZHGLVK�DLG��H�J�
6LGD�V�3ROLF\�IRU�6XSSRUW�WR�(QHUJ\�DQG�(QYLURQPHQW��HVWDEOLVKHG�LQ�$SULO������

7KH�VFRSH��RI�WKH�HYDOXDWLRQ��DFFRUGLQJ�WR�WKH�WHUPV�RI�UHIHUHQFH��LQFOXGHV�

�����WR�SURYLGH�EDFNJURXQG�LQIRUPDWLRQ��DERXW�
��WKH�GHYHORSPHQW�RI�WKH�GLVWULFW�KHDWLQJ���VHFWRU�LQ�&KLQD
��WKH�ILQDQFLDO�VWDWXV��RSHUDWLRQDO�UHVXOWV�DQG�LQVWLWXWLRQDO�VWUHQJWK�RI�WKH

FRPSDQLHV�DQG�LQVWLWXWLRQV�LQYROYHG

�����DVVHVV�WKH�LPSOHPHQWDWLRQ��RI�WKH�SURMHFW��L�H�WKH�GHOLYHU\�RI�WKH�6ZHGLVK
HTXLSPHQW�DQG�WKH�HIILFLHQF\�RI�XVH�RI�WKLV�HTXLSPHQW�LQ�WKH�UHVSHFWLYH�SURMHFWV�

��LGHQWLI\�GHOD\V�LQ�SURMHFW�LPSOHPHQWDWLRQ�DQG�RSHUDWLRQDO�DUHDV��LI�DQ\
��DQDO\]H�ILQDQFLDO��HFRQRPLF�DQG�RSHUDWLRQDO�FRQVHTXHQFHV�RI�GHYLDWLRQV

IURP�WKH�LPSOHPHQWDWLRQ�SODQ��LI�DQ\�
��HYDOXDWH�WKH�6ZHGLVK�VXSSOLHU�V�WUDLQLQJ�HIIRUWV�ZLWK�UHJDUG�WR�WUDQVIHU�RI

NQRZ�KRZ
��DVVHVV�IROORZ�XS�DQG�PDLQWHQDQFH�URXWLQHV�HWF��RI�WKH�UHVSHFWLYH�SURMHFWV
��DVVHVV�WKH�UHFLSLHQWV�FDSDELOLW\�WR�RSHUDWH�DQG�PDLQWDLQ�WKH�V\VWHPV
��HYDOXDWH�WKH�SHUIRUPDQFH�RI�WKH�6ZHGLVK�VXSSOLHU�LQ�LQWHUDFWLRQ�ZLWK�WKH

FOLHQW

�����HYDOXDWH�WKH�HIIHFWV��WKDW�WKH�XVH�RI�WKH�6ZHGLVK�GHOLYHULHV�KDYH�KDG�RQ�WKH
UHVSHFWLYH�SURJUDPV�

��DVFHUWDLQ�ZKHWKHU�WKH�SURMHFW�REMHFWLYHV�KDYH�EHHQ�DWWDLQHG
��FROOHFW�RSHUDWLRQDO�GDWD�DQG�TXDQWLI\�UHVXOWV�ZKHUHYHU�SRVVLEOH

�����HYDOXDWH�WKH�LPSDFW��WKDW�WKH�UHVSHFWLYH�SURMHFWV�KDYH�KDG��RU�DUH�OLNHO\�WR
KDYH�LQ�WKH�IXWXUH��RQ�UHOHYDQW�ORFDO��UHJLRQDO�DQG�QDWLRQDO�JRDOV�

��LQYHVWLJDWH�DQG�UHSRUW�RQ�HQYLURQPHQWDO�LPSDFWV�IURP�WKH�SURMHFWV
��LQYHVWLJDWH�DQG�UHSRUW�RQ�JHQGHU�LVVXHV�UHODWHG�WR�WKH�SURMHFW
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����7KH�RXWFRPHV�VKRXOG�DOVR�EH�DVVHVVHG�DJDLQVW�WKH�VWDWHG�SURMHFW�WDUJHWV�DV�ZHOO�DV
WKH�RYHUDOO�REMHFWLYHV�RI�6ZHGLVK�GHYHORSPHQW�FRRSHUDWLRQ��QDPHO\

��6RFLDO�DQG�HFRQRPLF�HTXDOLW\��SRYHUW\�DOOHYLDWLRQ
��(FRQRPLF�JURZWK
��,QGHSHQGHQFH
��'HPRFUDWL]DWLRQ
��*HQGHU�HTXDOLW\
��(QYLURQPHQW

7KH�WHUPV�RI�UHIHUHQFH�GRHV�QRW�VSHFLI\�DQ\�SDUWLFXODU�IRFXV��RI�WKH�HYDOXDWLRQ��LPSO\LQJ
WKDW�WKH�DQDO\VLV�VKRXOG�EH���FRQYHQWLRQDOO\���GLVWULEXWHG�RYHU�WKH�UHOHYDQW�WRSLFV�JLYHQ
DERYH�DW�WKH�GLIIHUHQW�OHYHOV�RI�WKH�SURMHFWV��JRDO�KLHUDUFKLHV�

�����8LI�EWWMKRQIRX

7KH�DVVLJQPHQW�ZDV�IRU����SHUVRQ�GD\V��ZKLFK�ZHUH�VSHQW�DV�IROORZV�
��IRXU��GD\V�RI�SUHSDUDWRU\�ZRUN�LQ�6ZHGHQ��PDLQO\�UHDGLQJ�ILOH�GRFXPHQWV��DQG

FRQGXFWLQJ�LQWHUYLHZV�
��ILYH��GD\V�LQ�%HLMLQJ�IRU�GLVFXVVLRQV�DQG�LQWHUYLHZV�DW�WKH�0LQLVWU\�RI�)RUHLJQ�7UDGH

DQG�(FRQRPLF�&RRSHUDWLRQ��DW�WKH�6ZHGLVK�(PEDVV\��DQG�DW�WKH�:RUOG�%DQN�5HJLRQDO
2IILFH�

������GD\V�ILHOG�WULS��E\�SODQH�DQG�E\�URDG��YLVLWLQJ�WKH�ILYH�GLIIHUHQW�FLWLHV�LQ�IRXU
GLIIHUHQW�SURYLQFHV�ZKHUH�WKH�ILYH�6ZHGLVK�VXSSRUWHG�GLVWULFW�KHDWLQJ�SURMHFWV�DUH
ORFDWHG��,Q�HDFK�RI�WKH�FLWLHV�,�ZDV�DEOH�WR�YLVLW�YLUWXDOO\�DOO�SURMHFW�VLWHV�UHODWHG�WR�WKH
XVH�RI�LPSRUWHG�6ZHGLVK�HTXLSPHQW��,�PHW�ZLWK�DOO�WKH�UHOHYDQW�SURMHFW�SHUVRQQHO�DQG
FRPSDQ\�PDQDJHUV��DV�ZHOO�DV�ZLWK�WKH�UHOHYDQW�RIILFHUV�LQ�WKH�ORFDO�JRYHUQPHQW�DQG
PXQLFLSDO�RIILFHV�UHVSHFWLYHO\�
���QLQH��GD\V�RI�DQDO\VLV��IROORZ�XS�LQWHUYLHZV�DQG�UHSRUW�ZULWLQJ�LQ�6ZHGHQ

�����1IXLSHSPSK]

)LUVWO\���,�ZLOO�DQDO\]H�WKH�HQWLUH�FRQWHQWV�RI�HDFK�SURMHFW�LQ�WHUPV�RI�LWV�FRPSRQHQW�SDUWV
DQG�LWV�WDUJHWV�DQG�REMHFWLYHV��H[SOLFLW�DV�ZHOO�DV�LPSOLFLW��DW�DOO�OHYHOV�RI�WKH�JRDO
KLHUDUFK\�LQ�WKH�VKRUW��PHGLXP�DQG�WKH�ORQJ�UXQ�
,Q�QRQH�RI�WKH�SURMHFWV�WKLV�KDV�EHHQ�GRQH�E\�%,76��EXW�WKH�PRVW�HVVHQWLDO�HOHPHQWV
XVXDOO\���LI�QRW�DOZD\V���IROORZ�IURP�WKH�WH[WV�RI�WKH�UHOHYDQW�GRFXPHQWV��7KH�ORJLFDO
IUDPHZRUN�DQDO\VLV���DOWKRXJK�VRPHWLPHV�XQGHU�D�GLIIHUHQW�QDPH���ZDV�ZLGHO\�XVHG�LQ
PRVW�GRQRU�DJHQFLHV�DOUHDG\�LQ�WKH�HDUO\�����V��DQG�%,76�FRXOG�WKHUHIRUH�EH
FULWLFL]HG�IRU�KDYLQJ�GHYRWHG�WRR�OLWWOH�HIIRUW�LQ�GHVFULELQJ�WKH�JRDO�VWUXFWXUH�RI�LWV
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SURMHFWV�LQ�PRUH�H[SOLFLW�ORJ�IUDPH�WHUPV��+RZHYHU�WKLV�LV�D��FULWLFLVP�ZKLFK�LW�ZRXOG
WKHQ�VKDUH�ZLWK�YHU\�PDQ\�RWKHU�DLG�DJHQFLHV���DOVR�6,'$��)RU�ZKLOH�PRVW�DJHQFLHV�DW
WKDW�WLPH�RIILFLDOO\�DGKHUHG�WR�VRPH�NLQG�RI�ORJLFDO�IUDPHZRUN�DQDO\VLV��YHU\�IHZ�RI�WKHP
DFWXDOO\�DSSOLHG�LW�LQ�WKHLU�UHJXODU�SURMHFW�ZRUN�

:KHUH�SRVVLEOH�ZH�ZLOO�LGHQWLI\�DQ�LQWHQGHG��DJDLQ��H[SOLFLW�RU��LPSOLFLW��WDUJHW�JURXS�IRU�WKH
SURMHFW�

%DVHG�RQ�WKLV�DQDO\VLV�WKH�LQIRUPDWLRQ�ZLOO�EH�V\VWHPDWLFDOO\�DUUDQJHG�LQ�D�ORJLFDO
IUDPHZRUN��VFKHGXOH�RI�WKH�IROORZLQJ�IDVKLRQ�

7DUJHWV��DQG�REMHFWLYHV��DW�WKH�IROORZLQJ�ILYH
OHYHOV��LQSXWV��DFWLYLWLHV��RXWSXWV��HIIHFWV�
LPSDFWV

$VVXPSWLRQV
PDGH�
5HVWULFWLRQV

&ULWHULD�IRU
PHDVXUHPHQW�
LQGLFDWRUV

$FKLHYHG

7KLV�LV�GRQH�LQ�VHFWLRQ�,,,�µ),1',1*6µ�XQGHU�HDFK�RI�WKH�ILYH�SURMHFWV�

$�JRDO�KLHUDUFK\��PRGHO�EDVHG�RQ�WKH�ORJLFDO�IUDPHZRUN�DQDO\VLV�ZLOO�DOVR�EH�VKRZQ�IRU
HDFK�RI�WKH�ILYH�SURMHFWV��$V�LV�RIWHQ�WKH�FDVH��WKLV�JRDO�KLHUDUFK\�FRXOG�QRW�EH�EDVHG
VROHO\�RQ�WKH�WDUJHWV�DQG�REMHFWLYHV�DV�VWDWHG�H[SOLFLWO\�LQ�WKH�DYDLODEOH�SURMHFW
GRFXPHQWDWLRQ��2XU�DQDO\VLV�OHG�XV�WR�LQFOXGH�VRPH�HOHPHQWV�ZKLFK�ZHUH�RYHUORRNHG
�RU�DW�OHDVW�QRW�H[SOLFLWO\�PHQWLRQHG��LQ�WKH�SURMHFW�GRFXPHQWV�

$�FRPPRQ�JRDO�KLHUDUFK\��VWUXFWXUH�FRYHULQJ�WKH�FRPPRQ�IHDWXUHV�RI�DOO�WKH�ILYH
SURMHFWV�FDQ�EH�VKRZQ�VFKHPDWLFDOO\�DV�LQ�ILJXUH���RQ�WKH�QH[W�SDJH�
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)LJXUH����6FKHPDWLF�JRDO�KLHUDUFK\�FRPPRQ�IRU�DOO�WKH�SURMHFWV

,13876 $&7,9,7,(6 2873876 ())(&76 ,03$&76

Imported
equipment

Training

Domestically
produced
equipment

Installing
equipment
in
substations

Laying
pipes
connecting
central
station to
substations

Supervision

Civil works

Resettling and
compensating
displaced
dwellers

Installing
equipment
in  central
heating
station Additional

heating
area
connected
to a
functioning
district
heating
system

Closure
of many
smaller
inefficient
boilers

Dramatically
reduced
emissions of
- particulates
- coal dioxide
- sulfur dioxide
- natrium oxides

Net savings
of Y
tons of coal
annually

Reduced
transport-
ation needs
of coal

Enhanced
technology
and
prolonged
lifetime of
DH-system

City real
estate
freed by
evacuated
boilers

Achieve financial  and economic
profitability

Transfer of knowledge
regarding DH-technology

Improved
health
of city´s
inhabitants

Economic
savings for
tax-payers

More
comfortable
living for
city´s
inhabitants

Demonstration
effect
regarding
District
Heating
Technology
visavis other
Chinese cities
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6HFRQGO\���,�ZLOO�DQDO\]H�DQG�DVVHVV�DOO�RXWFRPHV���DV�VHHQ�DJDLQVW�SODQQHG��WDUJHWV�DW�WKH
IROORZLQJ�ILYH�OHYHOV�

��SODQQLQJ�VWDJH�
��LPSOHPHQWDWLRQ�
��RXWSXWV�
��HIIHFWV��DQG
��LPSDFWV�

8QGHU�HIIHFWV��,�ZLOO�DVVHVV�WKH�SURMHFWV�ILQDQFLDO�SURILWDELOLW\��DQG�XQGHU�LPSDFW��,�ZLOO
GLVFXVV�WKH�SURMHFWV�HFRQRPLF��YLDELOLW\��8QGHU�LPSDFWV�DUH�DOVR�DVVHVVHG�WKH�SURMHFW�V
SHUIRUPDQFH�ZLWK�UHVSHFW�WR

��(FRQRPLF�JURZWK
��6RFLDO�DQG�HFRQRPLF�HTXDOLW\��3RYHUW\�RULHQWDWLRQ
��(QYLURQPHQW
��*HQGHU
��6XVWDLQDELOLW\
��'HPRFUDWL]DWLRQ
��,QGHSHQGHQFH

�����%ZEMPEFMPMX]�SJ�MRJSVQEXMSR

$YDLODELOLW\�RI�ZULWWHQ�LQIRUPDWLRQ�UHJDUGLQJ�WKH�GLVWULFW�KHDWLQJ�SURMHFWV�LV�YHU\
XQHYHQ�

)RU�WKH�SURMHFW�SUHSDUDWLRQ�VWDJH��L�H��GXULQJ�WKH�SHULRG�OHDGLQJ�XS�WKH�%,76�
GHFLVLRQ�WR�ILQDQFH�WKH�DYDLODELOLW\�LV�TXLWH�DGHTXDWH��DOWKRXJK�E\�QR�PHDQV�SOHQWLIXO�
DQG�RI�JHQHUDOO\�KLJK�TXDOLW\�

)RU�WKH�SRVW�GHFLVLRQ�SHULRG��KRZHYHU��VWDUWLQJ�ZLWK�WKH�LPSOHPHQWDWLRQ�RI�WKH
SURMHFW��WKHUH�LV�YLUWXDOO\�QRWKLQJ��0DLQO\�WKLV�ODFN�RI�SRVW�GHFLVLRQ�GDWD�LV�LQKHUHQW�LQ
WKH�DLG�IRUP�RI�FRQFHVVLRQDU\�FUHGLWV���6HH�EHORZ���%XW�LW�ZRXOG�VHHP�WKDW�LW�LV�DOVR�WR�D
ODUJH�PHDVXUH�GXH�WR�WKH�ODQJXDJH�EDUULHU�DQG��SHUKDSV�WR��VW\OH�RI�RSHUDWLRQ�RI
&KLQHVH�SXEOLF�XWLOLWLHV�

/,0,7$7,216�:�5�7��,1)250$7,21�*$7+(5,1*�,1�&+,1$

7KH�ODQJXDJH�SUREOHP
7KH�ODQJXDJH�SUREOHP�LV�D�UHDO�REVWDFOH��,Q�QRQH�RI�WKH�SURMHFWV�ZDV�WKHUH�DQ\RQH�DW�DOO
RI�WKH�UHVSRQVLEOH�RIILFHUV�ZKR�VSRNH�(QJOLVK��VR�DOO�LQWHUYLHZV�KDG�WR�EH�FRQGXFWHG
WKURXJK�DQ�LQWHUSUHWHU��7KLV�LQ�LWVHOI�LPSOLHV�DQ�LPSRUWDQW�UHVWULFWLRQ�RQ�WKH�SRVVLELOLW\
WR�JDWKHU�LQIRUPDWLRQ�DQG�LQVLJKWV��(YHQ�ZLWK�WKH�SUHVHQFH�RI�D�IXOO\�SURIHVVLRQDO
LQWHUSUHWHU���ZKLFK�LQ�WKLV�PLVVLRQ��ZLWK�SHUKDSV�RQH�H[FHSWLRQ��ZDV�QRW�WKH�FDVH���WKHUH
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LV�D�ORW�RI�LQIRUPDO�LQIRUPDWLRQ�ZKLFK�JRHV�PLVVLQJ��,Q�SURMHFWV�OLNH�WKH�SUHVHQW�RQHV
ZKHUH�ZULWWHQ�LQIRUPDWLRQ�LV�YHU\�VFDQW�RU�DFWXDOO\�QRQ�H[LVWHQW��LW�LV�FUXFLDO�WR�EH�DEOH
WR�VRDN�XS�QRW�RQO\�µ�KDUG�IDFWVµ��EXW���SHUKDSV�PRUH�LPSRUWDQWO\��DOO�NLQGV�RI�LQIRUPDO
UHPDUNV��DQG�SHUKDSV�HYHQ�LQQXHQGRHV�DQG�LQVLQXDWLRQV��(YDOXDWLRQ�H[SHULHQFH�VKRZV
WKDW�RIWHQ�ZHDN�SRLQWV��KLWKHUWR�XQNQRZQ��DUH�GLVFRYHUHG�E\�WKH�HYDOXDWRU�RQO\�EHFDXVH
RI�VRPHWLPHV�YHU\�VPDOO�KLQWV�WKDW�DUH�JLYHQ�HLWKHU�YHU\�LQGLUHFWO\�RU�HYHQ�LQDGYHUWHQWO\
E\�WKH�SHUVRQ�EHLQJ�LQWHUYLHZHG��6XFK�LQIRUPDO�LQIRUPDWLRQ�LV�YHU\�GLIILFXOW�WR�H[WUDFW
ZKHQ�LQWHUYLHZV�DUH�GRQH�WKURXJK�DQ�LQWHUSUHWHU��DQG�YLUWXDOO\�LPSRVVLEOH�ZKHQ�WKH
FRQYHUVDWLRQ�LV�PDGH�ZLWK�D�QRQ�SURIHVVLRQDO�LQWHUSUHWHU�
:KHQ�WKH�ODQJXDJH�EDUULHU�L�VR�ODUJH�DV�EHWZHHQ�D�QRQ�&KLQHVH�VSHDNHU�OLNH�P\VHOI�DQG
SXEOLF�XWLOLW\�RIILFLDOV�ZKR�RQO\�VSHDN�&KLQHVH�DQG�ZKLW�OLWWOH�H[SHULHQFH�IURP�GHDOLQJ
ZLWK�IRUHLJQHUV�LW�LV�DOVR�QRW�SRVVLEOH�WR�WKURZ�DURXQG�TXHVWLRQV���DQG�WR�JLYH�DQG
UHFHLYH�VKRUW�FRPPHQWV�DV�\RX�PRYH�DORQJ�GXULQJ�VLWH�YLVLWV�HWFHWHUDV��6XFK�TXLFN�DQG
XQV\VWHPDWLF�H[FKDQJH�RI�FRPPHQWV�FDQ�VRPHWLPHV�OHDG�WR�XQH[SHFWHG�LQVLJKWV�

,W�LV�YHU\�LPSRUWDQW�WR�UHPHPEHU�WKDW�WKH�GLIILFXOWLHV�RI�DFFHVVLQJ�LQIRUPDWLRQ���EH�LW
GXH�WR�ODQJXDJH�RU�RWKHU�SUREOHPV���LV�VRPHWKLQJ�ZKLFK�PD\�YDU\�EHWZHHQ�WKH�ILYH
GLVWULFW�KHDWLQJ�FRPSDQLHV�HYDOXDWHG��,W�LV�TXLWH�FRQFHLYDEOH�WKDW�GXH�WR�YDULRXV
FLUFXPVWDQFHV�VRPH�RI�WKH�FRPSDQLHV�ZHUH�PRUH�ZLOOLQJ�DQG�DEOH�WR�VKDUH�LQIRUPDWLRQ
WKDQ�RWKHUV��:H�PXVW�WKHUHIRUH�WDNH�LQWR�DFFRXQW�WKDW�WKH�LQIRUPDWLRQ�EDVHV�IRU�WKLV
HYDOXDWLRQ�LV�QRQ�FRQJUXHQW�DQG�WKHUHIRUH�FDQ�SURGXFH�ELDVHG�ILQGLQJV�DQG
FRQFOXVLRQV�

)LQGLQJ��7KH�ODQJXDJH�SUREOHP�ZDV�D�UHDO�REVWDFOH��,Q�QRQH�RI
WKH�SURMHFWV�ZDV�WKHUH�DQ\RQH�DW�DOO�RI�WKH�UHVSRQVLEOH�RIILFHUV�ZKR
VSRNH�(QJOLVK��VR�DOO�LQWHUYLHZV�KDG�WR�EH�FRQGXFWHG�WKURXJK�DQ
LQWHUSUHWHU��7KLV�LQ�LWVHOI�LPSOLHV�DQ�LPSRUWDQW�UHVWULFWLRQ�RQ�WKH
SRVVLELOLW\�WR�JDWKHU�LQIRUPDWLRQ�DQG�LQVLJKWV��(YHQ�ZLWK�WKH
SUHVHQFH�RI�D�IXOO\�SURIHVVLRQDO�LQWHUSUHWHU���ZKLFK�LQ�WKLV�PLVVLRQ�
ZLWK�SHUKDSV�RQH�H[FHSWLRQ��ZDV�QRW�WKH�FDVH���WKHUH�LV�D�ORW�RI
LQIRUPDO�LQIRUPDWLRQ�ZKLFK�JRHV�PLVVLQJ�

,QGLYLGXDO�LQWHUYLHZV
$QRWKHU�SRVVLEOH�OLPLWDWLRQ�LV�WKDW�WKH�&KLQHVH�DUH�DSSDUHQWO\�XQXVHG�WR�RU�XQZLOOLQJ�WR
VXEPLW�WR�LQWHUYLHZV�LQ�D�RQH�RQ�RQH�VLWXDWLRQ��,Q�RWKHU�ZRUGV�DQ�LQWHUYLHZ�LV�FDUULHG
RXW�ZLWK�RQO\�RQH�SHUVRQ�SUHVHQW�DW�WKH�WLPH��9LUWXDOO\�DOO��LQWHUYLHZV�LQ�WKLV�PLVVLRQ��
HYHQ�WKH�RQHV�FRQGXFWHG�VWDQGLQJ�DQG�PRYLQJ�DURXQG�WKH�IORRU�RI�D�KHDWLQJ�VWDWLRQ�RU
SLSH�OLQH�VLWH��ZDV�LQ�WKH�SUHVHQFH�RI�D�ODUJH�JURXS�RI�SHRSOH�XVXDOO\�������,Q�P\
RSLQLRQ�VXFK�D�SUHVHQFH�RI�D�ODUJH�QXPEHU�RI�SHUVRQV�GRHV�XVXDOO\�QRW�SURPRWH�WKH
GLVFORVXUH�RU�XWWHUDQFH�RI�FULWLFDO�RU�VHQVLWLYH�LVVXHV�

&RPSDQ\�SUHPLVHV
$QRWKHU�REVHUYDWLRQ�LV�WKDW��LQWHUYLHZV�ZLWK�FRPSDQ\�RIILFHUV�ZHUH�DOZD\V�FRQGXFWHG
LQ�D�VSHFLDO�FRQIHUHQFH�URRP�RU�HYHQ�D�EDQTXHW�URRP�RI�WKH�KRWHO�ZKLFK�ZDV�UHQWHG�IRU
WKH�RFFDVLRQ��DQG�,�WKHUHIRUH�PLVVHG�RXW�RQ�WKH�SRVVLELOLW\�RI�EHLQJ�DEOH�WR�VWXG\�WKH
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DWPRVSKHUH�RI�WKH�FRPSDQ\�SUHPLVHV��ZKHUH�VPDOO�REVHUYDWLRQV�RI�VHHPLQJO\
XQLPSRUWDQW�VPDOO�WKLQJV�FDQ�VRPHWLPHV�OHDG�WR�IROORZ�XS�TXHVWLRQV�RI�YDULRXV�VRUW
ZKLFK�VRPHWLPHV�FDQ�OHDG�YDOXDEOH�LQVLJKWV�LQ�DQ�XQH[SHFWHG�DUHD��

/DFN�RI�ZULWWHQ�GRFXPHQWDWLRQ
6HFRQGO\���WKHUH�VHHPV�WR�EH�YHU\�IHZ�UHSRUW�DYDLODEOH�LQ�WKH�&KLQHVH�SXEOLF�XWLOLW\
FRPSDQLHV�HYHQ�LQ�&KLQHVH��,�KDYH�QR�ZD\�RI�MXGJLQJ�ZKHWKHU�WKLV�LV�D�W\SLFDO
RFFXUUHQFH�LQ�&KLQD��%XW�WKH�ILYH�GLVWULFW�KHDWLQJ�FRPSDQLHV�LQ�WKLV�HYDOXDWLRQ�VHHPHG
WR�KDYH�YHU\�OLWWOH�ZULWWHQ�GRFXPHQWDWLRQ�LQ�JHQHUDO�
$QRWKHU�SX]]OLQJ�FLUFXPVWDQFH��SHUKDSV�H[SODLQDEOH�E\�D�JHQHUDO�ODFN�RI�ZULWWHQ
UHSRUWV�DQG�LQIRUPDWLRQ��ZDV�WKH�IROORZLQJ��2Q�VRPH�RFFDVLRQV�LW�ZDV�QRW�SRVVLEOH�WR
UHFHLYH��LQIRUPDWLRQ�RI�YHU\�JHQHUDO�DQG�EDVLF�FKDUDFWHU�EHFDXVH�WKH�RIILFHU�FRQFHUQHG
ZDV�RQ�YDFDWLRQ�RU�RWKHUZLVH�DEVHQW��2Q�P\�TXHVWLRQ�LI�WKHUH�ZDV�QRW�D�FRS\�RI�KLV
UHSRUW�HOVHZKHUH�DYDLODEOH��WKH�DQVZHU�ZDV�WKDW�LW�ZDV�RQO\�DYDLODEOH�LQ�KLV�RIILFH��DQG
IXUWKHUPRUH�P\�TXHVWLRQ�ZKHWKHU�LW�ZRXOG�EH�SRVVLEOH�WR�HQWHU�WKH�VDLG�RIILFH�ZLWK
DQRWKHU�NH\��WKH�DQVZHU�ZDV�WKDW�WKHUH�ZDV�RQO\�RQH�NH\�DQG�WKDW�WKH�NH\�ZDV�ZLWK�WKH
SHUVRQ�PLVVLQJ�

7KH�SHUVRQV�LQWHUYLHZHG�JHQHUDOO\�VHHPHG�WR�EH�YHU\�NQRZOHGJHDEOH�DQG�LQ�FRPPDQG
RI�WKHLU�VXEMHFWV��EXW�WKHUH�ZDV�WKH�QDWXUDO�OLPLWDWLRQ�WKDW�WKHUH�LV�RQO\�VR�PXFK
LQIRUPDWLRQ�WKDW�\RX�FDQ�JHW�RXW�WKURXJK�WKH�LQWHUPHGLDWLRQ�RI�D�WUDQVODWRU�DW�D�OLPLWHG
WLPH�

7R�VXP�XS��WKH�LQWHUYLHZ�DQG�GDWD�FROOHFWLRQ�VWDJH�RI�WKLV�HYDOXDWLRQ�LV�YHU\�GLIIHUHQW
IURP�ZKDW�RQH�LV�XVHG�WR�LQ�PRVW�RWKHU�FRXQWULHV��DQG�,�PXVW�UHFNRQ�ZLWK�WKH�SRVVLELOLW\
WKDW�D�ORW�RI�LQYDOXDEOH�VRXUFH�RI�LQIRUPDWLRQ�ZKLFK�LV�GHULYHG�IURP��LQIRUPDO
FRPPHQWV�DQG�RSLQLRQ��PD\�KDYH�EHHQ�ODUJHO\�PLVVLQJ�LQ�WKLV�HYDOXDWLRQ��$QG�LQ
FRQVHTXHQFH�ZH�PXVW�DOVR�WKHUHIRUH�WDNH�LQWR�DFFRXQW�WKDW�LPSRUWDQW�DVSHFWV�RI�WKH
SURMHFWV�PD\�KDYH�JRQH�XQGHWHFWHG�

*(1(5$/�/,0,7$7,216�2)�,1)250$7,21�5(*$5',1*��%,76
&21&(66,21$5<�&5(',76
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/LWWOH�VXEVWDQWLDO�GDWD

%,76��PRGH�RI�ZRUN�GLIIHUV�IURP�WKDW�RI�6LGD�DQG�RWKHU�DLG�DJHQFLHV�LQ�WKDW�LW�LV�WKH
FRQWUDFWLQJ�SDUWLHV�WKHPVHOYHV��L��H��WKH�VXSSOLHU�FRQWUDFWRU�LQ�6ZHGHQ�DQG�WKH�FUHGLW
XVHU�LQ�&KLQD��ZKR�DVVXPH�UHVSRQVLELOLW\�IRU�WKH�SURMHFW��ZLWK�6LGD�UHPDLQLQJ�DQ�RXWVLGH
ILQDQFLHU��%HFDXVH�RI�WKLV�LW�LV�DOVR�ORJLFDO�WKDW�WKH�DPRXQW�RI�GRFXPHQWDWLRQ�DYDLODEOH�LQ
WKH�6LGD�ILOHV�LV�PXFK�VPDOOHU�WKDQ�WKHUH�ZRXOG�KDYH�EHHQ�LQ�D�UHJXODU�SURMHFW��ILQDQFHG
E\�D�6LGD�JUDQW�RI�FRPSDUDEOH�VL]H��7KLV�GRHV�QRW�PHDQ�WKDW�WKH�DFWXDO�SK\VLFDO�YROXPH
RI�GRFXPHQWDWLRQ�LQ�WKH�%,76�ILOHV�LV�VPDOO��,W�LV�QRW��)RU�WKH�SURMHFWV�HYDOXDWHG�KHUH
WKHUH�DUH�D�WRWDO�RI�DERXW����IXOO�ULQJ�ELQGHUV�RI�GRFXPHQWV��%XW�PRVW�RI�WKHP�DUH�IRUPDO
GRFXPHQWV���FRQWUDFWV��VSHFLILFDWLRQV�RI�HTXLSPHQW��FRYHULQJ�OHWWHUV��HWF���DQG�YHU\�IHZ
VXEVWDQWLYH�RU�DQDO\WLFDO�

1R�VRFLR�HFRQRPLF�LQIRUPDWLRQ
)XUWKHUPRUH��%,76�FUHGLWV�FDWHU�SULPDULO\�WR�LQIUDVWUXFWXUH�DQ�HFRQRPLF�SURMHFWV�UDWKHU
WKDQ�VRFLDO�SURMHFWV��LW�PD\�WKHUHIRUH�VHHP�ORJLFDO�WKDW�WKHUH�VKRXOG�EH�OLWWOH�GDWD�RQ
SDUWLFXODUO\�WKH�VRFLDO�DVSHFWV��7KLV�LV�RI�FRXUVH�DQ�LPSRUWDQW�VKRUWFRPLQJ�IRU�RXU
HYDOXDWLRQ��IRU���WKLV�EHLQJ�D�6LGD�HYDOXDWLRQ���ZH�QHHG�LQ�SULQFLSOH�WR�DGGUHVV�DOO�WKH
VRFLDO�LVVXHV�DV�ZHOO�DV�WKH�HFRQRPLF�RQHV�

&RPSOHWH�ODFN�RI�H[�SRVW�GDWD
7KH�PRVW�VWULNLQJ�IHDWXUH�RI�WKH�GRFXPHQWDWLRQ�DYDLODEOH�LQ�WKH�%,76�ILOHV�LV�WKDW�DOO
GRFXPHQWDWLRQ�VHHPV�WR�HQG�ZKHQ�WKH�FUHGLW�DJUHHPHQW�KDV�EHHQ�VLJQHG�DQG�WKH�DFWXDO
SURMHFW�ZRUN�VWDUWV��$OVR�WKLV�FDQ�SHUKDSV�EH�VHHQ�DV�ORJLFDO�LQ�WKH�VHQVH�WKDW�RQFH�WKH
ILQDQFLHU�%,76�KDV�VDWLVILHG�LWVHOI�WKDW�WKH�SURMHFW�LV�VRXQG��LW�LV�XS�WR�WKH�FRQWUDFWLQJ
SDUWLHV�WR�GR�WKH�MRE��'XULQJ�WKH�PRQWKV�SUHFHGLQJ�WKH�ILQDO�VLJQLQJ�RI�WKH�FUHGLW�WKHUH�LV
DQ�DYDODQFKH�RI�GRFXPHQWV��PRVWO\�GHDOLQJ�ZLWK�IRUPDOLWLHV�UHJDUGLQJ�OHJDO�DQG
ILQDQFLDO�PDWWHUV��EXW�DOVR�DQ�DEXQGDQFH�RI�FRYHULQJ�OHWWHUV�DQG�VKRUW�QRWHV���$IWHU�WKDW
WKHUH�LV�FRPSOHWH�VLOHQFH��D�FRPSOHWH�YDFXXP�UHJDUGLQJ�GRFXPHQWDWLRQ��ZKLFK�ODVWV
XQWLO�VHYHUDO�\HDUV�ODWHU�ZKHQ�%,76�VHQGV�D�OHWWHU�DVNLQJ�WR�UHFHLYH�D�ILQDO�UHSRUW�ZKLFK�LW
KDV�EHHQ�SURPLVHG�LQ�WKH�FUHGLW�DJUHHPHQW��$V�FRQFHUQV�ILQDQFLDO�GDWD�WKH�UHVSRQVLELOLW\
WR�IROORZ�XS�SURMHFW�UHSRUWLQJ�UHVWV�ZLWK�WKH�6ZHGLVK�EDQN�LVVXLQJ�WKH�FUHGLW�

121�&203/,$1&(�:,7+�5(3257,1*�2%/,*$7,216�
$Q�LQYHQWRU\�RI�WKH�6LGD�ILOHV�DW�WKH�VWDUW�RI�WKLV�HYDOXDWLRQ�UHYHDOHG�WKDW�RI�WKH�WHQ
UHSRUWV�GXH���RQH�IURP�WKH�HQG�XVHU�DQG�RQH�IURP�WKH�VXSSOLHU�LQ�ILYH�SURMHFWV��QRQH�KDG
EHHQ�GHOLYHUHG��7KXV�QRQH�RI�WKH�FRQWUDFWLQJ�SDUWLHV�KDG�FRPSOLHG�ZLWK�WKH�FRQWUDFWXDO
REOLJDWLRQ�WR�VHQG�LQ�D�ILQDO�FRPSOHWLRQ�UHSRUW�

'XULQJ�WKH�WLPH�RI�HYDOXDWLRQ�,�UHFHLYHG�IURP�WZR�RI�WKH�SURMHFWV�YHU\�EDVLF��
LQFRPSOHWH�DQG�LQDGHTXDWH���µSURMHFW�FRPSOHWLRQ�UHSRUWV�
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6800$5<�(9$/8$7,21

7KLV�EHLQJ�D�VXPPDU\��HYDOXDWLRQ�RI�ILYH�VHSDUDWH�LQYHVWPHQW�SURMHFWV��WR�EH�FDUULHG�RXW
LQ�D�OLPLWHG�WLPH��ZLOO�KDYH�LWV�REYLRXV�LPSOLFDWLRQV�ERWK�Z�U�W��GHSWK�RI�DQDO\VLV�DQG
DYDLODELOLW\�RI�GDWD��:LWK�D�WRWDO�WLPH�DYDLODEOH�RI����GD\V��RI�ZKLFK����LQ�WKH�ILHOG��IRU
ILYH�SURMHFWV��WKHUH�LV�DQ�DYHUDJH�RI���GD\V�DYDLODEOH�IRU�JDWKHULQJ�QHZ�LQIRUPDWLRQ
GXULQJ�VLWH�YLVLWV�

:H�PXVW�WKHUHIRUH�FRXQW�ZLWK�D�ULVN�WKDW�QRW�DOO�UHOHYDQW�LQIRUPDWLRQ�LV�EURXJKW
WR�WKH�IRUH��DQG�WKDW�HUURQHRXV�RU�PLVOHDGLQJ�FRQFOXVLRQV�UHJDUGLQJ�D�SURMHFW���HLWKHU
SRVLWLYH�RU�QHJDWLYH���FDQ�RFFXU�
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6LQFH�ZH�DUH�KHUH�HYDOXDWLQJ�ILYH�SURMHFWV�WKDW�DUH�YHU\�VLPLODU�QRW�RQO\�LQ�WHUPV�RI
VWUXFWXUH��REMHFWLYHV�DQG�FRQWHQWV��EXW�DOVR�Z�U�W��WR�WKH�HTXLSPHQW�LPSRUWHG��WKHUH
ZRXOG�EH�FHUWDLQ�DGYDQWDJHV��LI�WKH�ILQGLQJV�IRU�DOO�WKH�ILYH�GLIIHUHQW�SURMHFW�ZHUH
SUHVHQWHG�WRJHWKHU�LQ�DQ�LQWHJUDWHG�IDVKLRQ�XQGHU�HDFK�RI�WKH����VXEMHFW�KHDGLQJV�

:H�KDYH�KRZHYHU�GHFLGHG�DJDLQVW�WKDW�DOWHUQDWLYH�DQG�LQVWHDG�FKRVHQ�WR�SUHVHQW
HDFK�SURMHFW��ZLWK�DOO�WKH�VXEMHFW�KHDGLQJV���VHSDUDWHO\�EHFDXVH�WKH�DGYDQWDJHV�RI�WKLV
DOWHUQDWLYH�DUH�PXFK�JUHDWHU��,W�LV�DIWHU�DOO���GLIIHUHQW�SURMHFWV��LQ���GLIIHUHQW�FLWLHV�DQG
HYHQ�SURYLQFHV�ZLWK�GLIIHUHQW�SURMHFW�PDQDJHUV�DQG�UHVSRQVLEOH�FRPSDQLHV��ZKR�KDYH
EDVLFDOO\�QR�FRQWDFW�ZLWK�WKH�RWKHUV��ZLWK�GLIIHUHQW�6ZHGLVK�VXSSOLHUV��ZLWK�SURJUDPV�WKDW
KDYH�EHHQ�SODQQHG�VHSDUDWHO\�DQG�LQGHSHQGHQWO\�IURP�HDFK�RWKHU�DQG�DW�GLIIHUHQW�WLPHV�
)RU�HDFK�RI�WKH�ILYH�LQGLYLGXDO�SURMHFWV�WKHUH�LV�D�FRQVWLWXHQF\�ZKLFK�LV�LQWHUHVWHG�LQ�WKH
IDFWXDO�LQIRUPDWLRQ�DQG�GLVFXVVLRQ�RI�WKDW��SDUWLFXODU�SURMHFW�
)RU�DOO�WKHVH�UHDVRQ�WKH�PRVW�FRUUHFW�SURFHGXUH�LV�WR�SUHVHQW�DQG�GLVFXVV�WKH�ILQGLQJV

IRU�HDFK�SURMHFW�VHSDUDWHO\��WKH�FRPPRQ�IHDWXUHV�DQG�WKH�FRPPRQ�ILQGLQJV�ZLOO�WKHQ�EH
SUHVHQWHG�LQ�DQ�LQWHJUDWHG�IDVKLRQ�LQ�FKDSWHU�9,,,�6XPPDU\�RI�)LQGLQJV�DQG�&RQFOXVLRQV�DQG
DOVR�LQ�WKH�([HFXWLYH�VXPPDU\�

7KH�RUGHU�RI�SUHVHQWLQJ�WKH�ILYH�SURMHFWV�ZLOO�EH�E\�´VHQLRULW\µ��LG�HVW�E\�WKH�GDWH�RI�WKH
ILQDQFLQJ�GHFLVLRQ��ZKLFK�DW�OHDVW�SDUWO\��DOVR�IROORZV�GDWH�RI�LPSOHPHQWDWLRQ��WKLV�FULWHULD
JLYHV�XV�WKH�IROORZLQJ�RUGHU��ZLWK�WKH�UHVSHFWLYH�GDWHV�IRU�%,76�GHFLVLRQ�WR�ILQDQFH�

�����'$/,$1������0DUFK�����
�����7$,<8$1������1RYHPEHU�����
�����6+,-,$=+8$1*�����0DUFK�����
�����-,$086,�����$SULO�����
�����)86+81�����$SULO�����

,Q�WKH�QH[W�ILYH�FKDSWHUV�HDFK�SURMHFW�ZLOO�EH�GHVFULEHG�DQG�LWV�JRDO�KLHUDUFK\�ZLOO�EH
GHILQHG��WKHQ�DVVHVVHG�DQG�DQDO\]HG�Z�U�W��WKH�IROORZLQJ�DVSHFWV�

3URFXUHPHQW
,PSOHPHQWDWLRQ
5HVXOWV�RXWSXWV
(IIHFWV
)LQDQFLDO�SURILWDELOLW\
,PSDFWV���$WWDLQPHQW�RI�ORQJ�UXQ�REMHFWLYHV�

����� (FRQRPLF�EHQHILWV
(QYLURQPHQW
(TXDOLW\��3RYHUW\�RULHQWDWLRQ
*HQGHU
'HPRFUDWL]DWLRQ
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,QGHSHQGHQFH
%,76�V�SURMHFW�SUHSDUDWLRQ
5HSRUWLQJ�UHTXLUHPHQW
6XVWDLQDELOLW\

5HJDUGLQJ�VRPH�RI�WKHVH�DVSHFWV�KRZHYHU��QDPHO\�(TXDOLW\�SRYHUW\�RULHQWDWLRQ��*HQGHU�
'HPRFUDWL]DWLRQ��DQG�,QGHSHQGHQFH���WKHUH�LV�RIWHQ�OLWWOH�WR�VD\�UHJDUGLQJ�WKH�SURMHFWV
HYDOXDWHG�KHUH�VLQFH�WKHVH�DVSHFWV�DUH�HLWKHU�QRW�UHOHYDQW�IRU�WKH�SURMHFW�LQ�TXHVWLRQ�RU
VLPSO\�GXH�WR�XQDYDLODELOLW\�RI�GDWD��)XUWKHUPRUH��ZKDW�OLWWOH�WKHUH�LV�WR�VD\�LV�XVXDOO\
VLPLODU�IRU�DOO�RI�WKH�ILYH�SURMHFWV��:H�KDYH�LQ�VSLWH�RI�WKLV�FKRVHQ�WR�DOZD\V�LQFOXGH�WKH
UHVSHFWLYH�KHDGLQJ�LQ�RUGHU�WR�IDFLOLWDWH�IRU�WKRVH�UHDGHUV�ZKR�ZDQW�WR�XVH�WKLV�HYDOXDWLRQ
UHSRUW�IRU�UHIHUHQFH�SXUSRVHV��)RU�WKH�VDPH�UHDVRQV�WKHUH�ZLOO�VRPHWLPHV�DSSHDU
UHSHWLWLRQV�RI�WKH�VDPH�RU�VLPLODU�W\SH�RI�UHDVRQLQJ�XQGHU�WKH�GLIIHUHQW�SURMHFWV�

5HJDUGLQJ�6XVWDLQDELOLW\��WKHUH�LV�VXIILFLHQWO\�WR�VD\�EXW�LW�LV�DOO�LGHQWLFDO�IRU�DOO�WKH
SURMHFWV�DQG�ZLOO�WKHUHIRUH�DOVR�EH�SUHVHQWHG�FROOHFWLYHO\�IRU�DOO�WKH�SURMHFWV�
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3ROOXWLRQ�LQ�'DOLDQ
(YHQ�LI�'DOLDQ��D�FLW\�RI��RYHU���PLOOLRQ�LQKDELWDQWV��WRGD\�FRXQWV�DV�RQH�RI�WKH�PRVW
SURJUHVVLYH�FLWLHV�LQ�WKH�FRXQWU\��QRW�RQO\�LQ�WHUPV�RI�LWV�HFRQRPLF�JURZWK�EXW�DOVR
EHFDXVH�RI�D�IRUHVLJKWHG�DQG�HQYLURQPHQWDO�IULHQGO\�FLW\�SODQQLQJ��LWV�HQYLURQPHQWDO
VLWXDWLRQ�LV�YHU\�VHULRXV��%HIRUH�WKH�SUHVHQW�SURMHFW�WKHUH�ZHUH�LQ�WKH�FLW\�FHQWHU�VRPH
�����ERLOHUV�DQG������FKLPQH\V�RZQHG�E\�VPDOO�IDFWRULHV�DOO�HPLWWLQJ�WKHLU�GXVW�DW�ORZ
OHYHO��,Q�DGGLWLRQ�WKHUH�ZHUH���������VPDOO�UHVLGHQWLDO�KHDWLQJ�FKLPQH\V��7KH�GXVWIDOO
H[FHHGHG�E\������WLPHV�WKH�QDWLRQDO�VWDQGDUG�

7R�LPSURYH�WKLV�VLWXDWLRQ�WKH�FLW\�GHFLGHG�WR�EXLOG�WZR�QHZ�WKHUPDO�SRZHU��VWDWLRQV�WR
VXSSO\�D�������VTP�DUHD�ZLWK�KHDW��6LPXOWDQHRXVO\�D�'+�GLVWULEXWLRQ�V\VWHP�ZRXOG�EH
EXLOW�

7KH�WRWDO�EXLOGLQJ�DUHD�WR�EH�KHDWHG�LQ�'DOLDQ�LV����PLOOLRQ�VTP��$FFRUGLQJ�WR�SODQ
����RI�WKLV�ZRXOG�EH�XQGHU�'+�V\VWHP�IRXU�\HDUV�ODWHU��2I�WKH�WRWDO�DUHD�DERXW��
PLOOLRQ�LV�XQGHU�WKH�MXULVGLFWLRQ�RI�WKH�'DOLDQ�'LVWULFW�+HDWLQJ�FRPSDQ\��DQG�RI�WKDW
DSS���PLOOLRQ�VTP�LV�FRYHUHG�E\�WKH�SUHVHQW�SURMHFW��,W�ZDV�QRW�SRVVLEOH�WR�KDYH�GDWD
RQ�KRZ�PXFK��RI�WKH�UHVW�LV�VHUYHG�E\�GLVWULFW�KHDWLQJ�DQG�KRZ�PXFK�LV�VHUYHG�E\
PDQ\�LQGLYLGXDO�ERLOHUV�

7KH�'+�V\VWHP�ZLOO�GHSHQG�RQ�VWHDP�JHQHUDWLRQ�IURP�D�FRJHQHUDWLRQ�SODQW�
ZKLFK�LV�QRZ�EHLQJ�H[WHQGHG��7KLV�SODQW�ZLOO�VXSSO\�SRZHU�WR�ORFDO�IDFWRULHV�DV�ZHOO�DV
VWHDP�IRU�RWKHUV�DQG�WR�WKH�'+�V\VWHP�

*LYHQ�WKH�FLW\�V�SUHVHQW�UDSLG�JURZWK��'DOLDQ�ILQGV�LWVHOI�LQ�D�SULYLOHJHG�SRVLWLRQ�Z�U�W�
EHLQJ�DEOH�WR�XQGHUWDNH�ODUJH�SXEOLF�LQYHVWPHQWV�DV�WD[�UHYHQXHV�IURP�DQ�H[SDQGLQJ
EXVLQHVV�VHFWRU�DUH�KLJK��*'3�JURZWK�LQ�'DOLDQ�KDV�LQ�WKH�SDVW���\HDUV�KDV�EHHQ������
DERYH��WKH�DOUHDG\�YHU\�KLJK�QDWLRQDO�DYHUDJH��������

2I�WKH����ODUJHVW�FLWLHV�LQ�&KLQD�'DOLDQ�UDQNV�DV�QXPEHU�VL[�LQ�UHYHQXH��QXPEHU
HLJKW�LQ�VL]H�RI�WRWDO�HFRQRP\��DQG�QXPEHU����LQ�VL]H�RI�SRSXODWLRQ��7KH�FLW\�DOVR
UHFHLYHV�D�VXEVWDQWLDO�DPRXQW�RI�IRUHLJQ�DLG��7RWDO�DFFXPXODWHG�IRUHLJQ�DLG�WRGD\��
LQFOXGLQJ�PL[HG�FUHGLWV�DQG�JUDQWV����LV������86'�PLOOLRQ�IRU����SURMHFWV�IURP��D�WRWDO�RI
��FRXQWULHV�

$W�SUHVHQW�D�ODUJH�-DSDQ���&KLQD�MRLQW�SURMHFW�LQ�HQYLURQPHQWDO�SURWHFWLRQ�LV�LQ
SUHSDUDWLRQ�ZLWK�D�SODQQHG�WRWDO�LQYHVWPHQW�RI�86'�����PLOOLRQ�LQ�DEDWHPHQW�RI�ZDWHU
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DQG�DLU�SROOXWLRQ��'DOLDQ�LV�RQH�RI�WKUHH�FKRVHQ�PRGHO�FLWLHV��,W�KDV�QRW�\HW�EHHQ�GHFLGHG
ZKHWKHU�WKLV�SURMHFW�ZLOO�DOVR�FRQWDLQ�VRPH�'+�FRPSRQHQWV�

'HVLJQ
7KH�GHVLJQ�RI�WKH�'+�V\VWHP�LV�DV�IROORZV�

6WHDP�IURP�WKH�EDFNSUHVVXUH�WXUELQH�LQ�WKH�SRZHU�VWDWLRQ�LV�WUDQVPLWWHG�YLD�D���
NP�ORQJ�SLSHOLQH�WR�WKH�FHQWUDO�KHDW�H[FKDQJH�VWDWLRQ��IURP�ZKLFK�WKH�WKHUPDO�HQHUJ\�LQ
WKH�VWHDP�LV�WUDQVIHUUHG�WR�WKH�'LVWULFW�+HDWLQJ�V\VWHP�WKURXJK�WKUHH�KHDW�H[FKDQJHUV�

$�'+�QHWZRUN��ZLWK�D�WRWDO�OHQJWK�RI�RYHU����NPV�FRQVLVWLQJ�RI�GRXEOH�SLSLQJ��
RQH�VXSSO\�DQG�RQH�UHWXUQ�SLSH��FRQQHFWV�WKH�&HQWUDO�6WDWLRQ�ZLWK����VXEVWDWLRQV�
,Q�HDFK�RI�WKH�VXEVWDWLRQV�WKH�WKHUPDO�HQHUJ\�LV�WUDQVIHUUHG�WR�WKH�UHVSHFWLYH�ORFDO
KHDWLQJ�V\VWHPV�E\�RQH�RU�WZR�KHDW�H[FKDQJHUV�

7KH�SURMHFW
7KH�SURMHFW�LV��GHVLJQHG�DV�D�WKUHH�FLUFOH�V\VWHP��LQFOXGLQJ�D�FHQWUDO�KHDW�H[FKDQJH
VWDWLRQ�����VXE�VWDWLRQV�DQG�GLVWULEXWLRQ�SLSHOLQHV�DV�ZHOO�DV�FRPSXWHUL]HG�FRQWURO�FHQWHU
DQG�DLPV�DW�LQWURGXFLQJ�'+�LQWR�WKH�FHQWUDO�SDUWV�RI�WKH�FLW\�FRYHULQJ�DQ�DUHD�RI���VTNP�
ZLWK�VRPH���������LQKDELWDQWV�DQG�DQ�DGGLWLRQDO��������HPSOR\HHV��7KH��SDUWV�ILQDQFHG
E\�WKH�6ZHGLVK�FUHGLW�FRYHUV�WKH�FHQWUDO�VWDWLRQ��WKH�VXE�VWDWLRQV�DQG�WKH�SLSLQJ�QHWZRUN�
%XW�QRW�WKH�ORFDO�GLVWULEXWLRQ�V\VWHPV��7KH�LGHD�LV�WR�LPSRUW�WKH�HTXLSPHQW�ZKLFK�FDQ
QRW�EH�SXUFKDVHG�LQ�VXIILFLHQW�JRRG�TXDOLW\�LQ�&KLQD

$V�D�UHVXOW�RI�WKH�SURMHFWV�DSS������VPDOOHU�ERLOHUV�RI�GLIIHUHQW�VL]HV�ZHUH�WR�EH
UHSODFHG�E\�FHQWUDOL]HG�KHDW�JHQHUDWLRQ�

7RWDO�LQYHVWPHQW�FRVW�KDV�EHHQ�HVWLPDWHG�WR������50%�RI�ZKLFK������ZLOO�EH
IRUHLJQ�LPSRUWV���:KLOH�WKH�IRUHLJQ�LPSRUWV�ZHUH�ILQDQFHG�E\�D�FRQFHVVLRQDU\�ORDQ�ZLWK
D������JUDQW�HOHPHQW��ZH�FDQ�QRWH�IRU�FRPSDULVRQ�WKDW�IRU�LWV�GRPHVWLF�FUHGLW�QHHGV�WKH
'7&3�KDG�WR�SD\�DQ�LQWHUHVW�RI�����ZLWK�D�UHSD\PHQW�SHULRG�RI���\HDUV�VWDUWLQJ�DIWHU
FRPPLVVLRQLQJ�

7KH�HQWLUH�SURMHFW�FDQ�EH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�SURMHFW�EXGJHW�

7DEOH����&RVW�VWUXFWXUH�RI�'DOLDQ�'LVWULFW�+HDWLQJ�SURMHFW��PLOOLRQ�50%
&RVW�LWHPV 7RWDO ,PSRUWHG
&RPSHQVDWLRQV�IRU�UHVHWWOLQJ�GLVSODFHG�GZHOOHUV ��� �
%XLOGLQJV�DQG�VWUXFWXUHV ��� �
&LYLO�ZRUNV ��� �
(TXLSPHQW�DQG�LQVWDOODWLRQV�RI�FHQWUDO�DQG�VXE�VWDWLRQV ���� ����
3LSLQJV ���� ����
2WKHU�HTXLSPHQW ��� ���
&RQWLQJHQFLHV ��� ���
3UH�SURGXFWLRQ�H[SHQGLWXUHV ��� �
7RWDO ���� ����
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7KH�FRPSOHWH�OLVW�RI�LQSXWV��DQG�DFWLYLWLHV��DV�ZHOO�DV�H[SHFWHG�RXWSXWV��HIIHFWV��DQG�LPSDFWV��RI
WKLV�SURMHFW�DUH�WKH�IROORZLQJ�

,QSXWV
(TXLSPHQW�LPSRUWHG�IURP�6ZHGHQ
IRU�WKH�&HQWUDO�VWDWLRQ�
��6WHDP�ZDWHU�KHDW�H[FKDQJHUV ���
��+LJK�WHPSHUDWXUH�F\FOLQJ�ZDWHU�SXPSV ���
��3ODQH�W\SHG�KHDW�H[FKDQJHUV ���
��WHPSHUDWXUH�DQG�SUHVVXUH�UHGXFHU�����
��&RQGHQVLQJ�ZDWHU�SXPSV�����
��0DNH�XS�ZDWHU�SXPSV�����
��&RQGHQVLQJ�ZDWHU�WDQN�����

IRU�WKH����VXE�VWDWLRQV�
��+HDW�([FKDQJHUV������

��7UDLQLQJ
��2WKHU�HTXLSPHQWV��PDWHULDO�DQG�RWKHU�LQSXWV

$FWLYLWLHV
��5HVHWWOLQJ�DQG�FRPSHQVDWLQJ�GLVSODFHG�GZHOOHUV
��&LYLO�ZRUNV
��,QVWDOOLQJ�HTXLSPHQW�LQ��FHQWUDO�DQG�VXE�VWDWLRQV
��/D\�SLSHV
��6XSHUYLVLRQ

2XWSXWV
��)XQFWLRQLQJ�GLVWULFW�KHDWLQJ�V\VWHP�ZLWK�FRQQHFWHG�DUHD�RI�[�VTP

(IIHFWV
��1HW�VDYLQJV�RI�[�WRQV�RI�FRDO�DQQXDOO\
��5HGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�62���&2��SDUWLFXODWHV
��5HGXFHG�WUDQVSRUWDWLRQ�QHHGV�RI�FRDO
��(QKDQFHG�3URORQJHG�WHFKQLFDO�OLIHWLPH�RI�'+�V\VWHP

,PSDFWV
��,PSURYHG�KHDOWK�RI�FLW\�V�LQKDELWDQWV
��(FRQRPLF�VDYLQJV�IRU�WD[�SD\HUV
��PRUH�FRPIRUWDEOH�OLYLQJ�IRU�FLW\�V�LQKDELWDQWV

$VVXPSWLRQV�
��3RZHU�SODQW�VHUYLQJ�QHZ�GLVWULFW�KHDWLQJ�V\VWHP�WR�EH�FRPSOHWHG�RQ�WLPH
��&UHGLW�LQWHUPHGLDWLRQ�RI�%DQN�RI�&KLQD�WR�PDWHULDOL]H
��(QYLVDJHG�KHDW�WDULII�UDLVH�WR�EH�FDUULHG�2XW
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5ROH�RI�6ZHGLVK�FRQWUDFWRU
7KH�FRQWUDFW�IRU�VXSSO\LQJ�LPSRUWHG�HTXLSPHQW�ZDV�DZDUGHG�WR�WKH�3RZHUSLSH�&RPSDQ\�
ZKLFK�LV�WRGD\�6ZHGHQ�V�E\�IDU��ODUJHVW�SURGXFHU�RI�SUHLQVXODWHG�SLSHV�IRU�GLVWULEXWLRQ�RI
KHDW�DV�ZHOO�DV�RI�FROGQHVV���$FFRUGLQJ�WR�WKH�FRQWUDFW�EHWZHHQ�3RZHUSLSH�DQG�';73
WKH�VHOOHU�ZRXOG�EH

�µUHVSRQVLEOH�IRU�GHVLJQ�DQG�PDQXIDFWXUH�RI�WKH�HTXLSPHQW�DQG�IRU�FRUUHFWQHVV�RI�LWV�SHUIRUPDQFH
SDUDPHWHUV��LWV�PDQXIDFWXULQJ�GUDZLQJV��UHJDUGLQJ�LWV�ZULWWHQ�WHFKQLFDO�LQVWUXFWLRQV��DV�ZHOO�DV�IRU�LWV
WHFKQLFDO�UHTXLUHPHQWV�DV�VSHFLILHG�µ

7KH�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ�ZDV�WKH�IROORZLQJ�
��)RU�WKH�&HQWUDO�VWDWLRQ�����6WHDP�ZDWHU�KHDW�H[FKDQJHUV����+LJK�WHPSHUDWXUH

F\FOLQJ�ZDWHU�SXPSV����3ODQH�W\SHG�KHDW�H[FKDQJHUV����WHPSHUDWXUH�DQG�SUHVVXUH
UHGXFHU����&RQGHQVLQJ�ZDWHU�SXPSV ����0DNH�XS�ZDWHU�SXPSV����&RQGHQVLQJ�ZDWHU
WDQN
��)RU�WKH����VXE�VWDWLRQV�����+HDW�([FKDQJHUV

$FFRUGLQJ�WR�FRQWUDFW�����RI�WKH�WRWDO�ZDV�VHW�DVLGH�IRU�VSDUH�SDUWV��$V�PXFK�DV�DSS�
����RI�WKH�JRRGV�ZHUH�WR�EH�SURFXUHG�E\�WKH�6ZHGLVK�FRQWUDFWRU�IURP�VXE�FRQWUDFWRUV��LQ
6ZHGHQ���$ERXW������RI�WKH�HTXLSPHQW�LV�RI�QRQ�6ZHGLVK�RULJLQ��)RUPDOO\�WKH�JRRGV
ZHUH�LPSRUWHG�IURP�6ZHGHQ�E\�WKH�&KLQD�1DWLRQDO�,QGXVWULDO�0DFKLQHU\�,PSRUW�DQG
([SRUW�&RPSDQ\��0$&+,03(;���DQG�WKH�FRQWUDFW�QHJRWLDWLRQV�ZHUH�KDQGOHG�E\�WKH
&KLQD�1DWLRQDO�7HFKQLFDO�,PSRUW�	�([SRUW�&RUSRUDWLRQ��&17,&���7KH�FUHGLW
DJUHHPHQW�ZDV�EHWZHHQ�D�6ZHGLVK�EDQN�DQG�WKH�%DQN�RI�&KLQD�DFWLQJ�DV��DQ
LQWHUPHGLDU\��$FFRUGLQJ�WR�DJUHHPHQW�WKH�RQ�OHQGLQJ�WHUPV�RI�WKH�FUHGLW�IURP�WKH�%DQN
RI�&KLQD�WR�WKH�HQG�XVHU�'7&3�ZDV�RQ�WKH�VDPH�WHUPV�DV�WKRVH�UHFHLYHG�E\�%DQN�RI
&KLQD�

$OO�FRQVWUXFWLRQ�ZRUN�DV�ZHOO�DV�LQVWDOODWLRQV�RI�FHQWUDO�DQG�VXEVWDWLRQV�DQG�RI�WKH�HQWLUH
QHWZRUN�ZDV�FDUULHG�RXW�E\�WKH�FRPSDQ\�V�RZQ�VWDII��VXLWDEO\�WUDLQHG�DQG�VXSHUYLVHG�E\
WKH�H[SHUWV�SURYLGHG�E\�WKH�6ZHGLVK�FRQWUDFWRU�3RZHUSLSH��7KH�YROXPH�QHHGHG�RI�VXFK
IRUHLJQ�H[SHUWLVH�ZDV�DOZD\V�D�SRLQW�RI�FRQWHQWLRQ�EHWZHHQ�WKH�&KLQHVH�EX\HU�DQG�WKH
6ZHGLVK�VXSSOLHU��,Q�WKH�ODWWHU�V�RSLQLRQ�WKH�FOLHQW�ZDV�KHDYLO\�ELDVHG�WRZDUGV�VSHQGLQJ
DOO�WKH�IRUHLJQ�FUHGLW�RQO\�RQ�LPSRUWHG�KDUGZDUH�DQG�QRW�QHDUO\�HQRXJK�RQ�QHFHVVDU\
VRIWZDUH�LQ�WHUPV�RI�WUDLQLQJ�DQG�VXSHUYLVLRQ�

7KH�WUDLQLQJ�DQG�VXSHUYLVLRQ�ZHUH�DOVR�E\�%,76�VHHQ�DV�YLWDO�LQJUHGLHQWV�LQ�WKH�FRQWUDFW�
DQG�LW�UHFRPPHQGHG�DQ�LQFUHDVH�LQ�WKHVH�LWHPV�DIWHU�KDYLQJ�UHYLHZHG�D�SUHOLPLQDU\�GUDIW
RI�WKH��FRQWUDFW��7KH�FRQVXOWDQWV�UHWDLQHG�E\�%,76�WR�DSSUDLVH�WKH�SURMHFW�VWURQJO\
HPSKDVL]HG�WKDW�µWKH�VFRSH�RI�WUDLQLQJ��VXSHUYLVLRQ�DQG�GRFXPHQWDWLRQ�VKRXOG�EH
H[WHQGHGµ��7KH\�DOVR�UHPDUNHG�WKDW�WUDQVIHU�RI�NQRZ�KRZ�EHWZHHQ�VLPLODU�SURMHFWV�LQ
RWKHU�SURYLQFHV�LV�YHU\�OLPLWHG��ZKLFK�LQ�LWVHOI�DFFHQWXDWHG�WKH�QHHG�IRU�SURSHU�WUDLQLQJ
DQG�VXSHUYLVLRQ�WR�EH�LQFOXGHG�LQ�WKH�SURMHFW�

%,76�H[SHFWHG�WKH�SURMHFW�WR�FRQWULEXWH�WR�WUDQVIHU�RI�WHFKQRORJ\�DQG�NQRZ�KRZ
WR�WKH�HQG�XVHU��DQG�WKHVH�DVSHFWV�ZHUH�WKHUHIRUH�LPSRUWDQW�IRU�%,76��GHFLVLRQ�WR
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VXSSRUW�WKH�SURMHFW��6XEVHTXHQWO\��LQ�LWV�ILQDQFLQJ�GHFLVLRQ�%,76��MXGJHG�WKDW�WKHUH�ZDV
VXIILFLHQW�WUDLQLQJ��VXSHUYLVLRQ�DQG�DGHTXDWH�GRFXPHQWDWLRQ�LQFOXGHG�VR�DV�WR�HQVXUH
LPSOHPHQWDWLRQ�DQG��VDIH�RSHUDWLRQ�LQ�WKH�IXWXUH�

7KH�LQGHSHQGHQW�DSSUDLVDO�WKDW�ZDV�FDUULHG�RXW�RI�WKH�SURMHFW�RQ�FRQWUDFW�IURP�%,76
IRXQG��SURYLGHG�VRPH�PRGLILFDWLRQV�VXJJHVWHG�E\�WKH�FRQVXOWDQW�ZHUH�LQFOXGHG��WKDW�WKH
'+�V\VWHP�SURSRVHG�E\�WKH�SURMHFW�LV�ZHOO�EDODQFHG�DQG�EDVHG�RQ�SURIHVVLRQDO�GHVLJQ�
DQG�WKDW�LQWHQGHG�SODQV�WR�LPSRUW�HTXLSPHQW�ZHUH�DGHTXDWH�DQG�DSSURSULDWH�

7KH�LPSRUWDQFH�RI�XVLQJ�SUHIDEULFDWHG�SLSHV�LPSRUWHG�IURP�6ZHGHQ�ZDV
HPSKDVL]HG�E\�WKH�FRQVXOWDQW�RQ�WKH�JURXQG�WKDW�VXFK��SUHIDEULFDWHG��SLSHV�ZLWK�EXLOW�LQ
DODUP�V\VWHP��FRXOG�EH�ODLG�GLUHFWO\�RQ�WKH�JURXQG�ZLWKRXW�DQ\�VSHFLDO�SUHSDUDWLRQV�RI
WKH�GLWFKHV��7KLV�ZDV�LPSRUWDQW�W�IRU�WKH�SURMHFW�EHFDXVH�RI�WKH�FRPSOH[�XQGHUJURXQG
FRQGLWLRQV�LQ�WKH�DUHD�

����0SKMGEP�JVEQI[SVO�ERH�+SEP�LMIVEVGL]

7KH�LQIRUPDWLRQ�RQ�LQSXWV�DQG�DFWLYLWLHV�DV�ZHOO�DV�WKH�SURMHFW�V�H[SHFWHG�RXWSXWV��HIIHFWV
DQG�LPSDFWV�FDQ�EH�RUJDQL]HG�LQ�WKH�IROORZLQJ�RXWOLQH�RI�ORJLFDO�IUDPHZRUN�VFKHGXOH�

7DEOH����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�'DOLDQ�'LVWULFW�+HDWLQJ�SURMHFW

7$5*(76��$1'�2%-(&7,9(6��$7
',))(5(17�/(9(/6

$668037,216�0$'(�
5(675,&7,216

&ULWHULD�IRU
PHDVXUHPHQW�
LQGLFDWRUV

$FKLHYHG

,QSXWV
(TXLSPHQW�LPSRUWHG�IURP�6ZHGHQ
IRU�WKH�&HQWUDO�VWDWLRQ� &UHGLW�LQWHUPHGLDWLRQ�RI

%DQN�RI�&KLQD�WR
PDWHULDOL]H

��6WHDP�ZDWHU�KHDW�H[FKDQJHUV �
��+LJK�WHPSHUDWXUH�F\FOLQJ�ZDWHU�SXPSV �
��3ODQH�W\SHG�KHDW�H[FKDQJHUV �
��WHPSHUDWXUH�DQG�SUHVVXUH�UHGXFHU �
��&RQGHQVLQJ�ZDWHU�SXPSV �
��0DNH�XS�ZDWHU�SXPSV �
��&RQGHQVLQJ�ZDWHU�WDQN �

IRU�WKH����VXE�VWDWLRQV�
��+HDW�([FKDQJHUV ��

��7UDLQLQJ
��2WKHU�HTXLSPHQWV��PDWHULDO�DQG�RWKHU�LQSXWV
$FWLYLWLHV
��5HVHWWOLQJ�DQG�FRPSHQVDWLQJ�GLVSODFHG
GZHOOHUV
��&LYLO�ZRUNV
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��,QVWDOOLQJ�HTXLSPHQW�LQ��FHQWUDO�DQG�VXE�
VWDWLRQV
��/D\�SLSHV
��6XSHUYLVLRQ
2XWSXWV
��)XQFWLRQLQJ�GLVWULFW�KHDWLQJ�V\VWHP�ZLWK
FRQQHFWHG�DUHD�RI�[�VTP

3RZHU�SODQW�VHUYLQJ�QHZ
GLVWULFW�KHDWLQJ�V\VWHP�WR
EH�FRPSOHWHG�RQ�WLPH

(IIHFWV
��1HW�VDYLQJV�RI�[�WRQV�RI�FRDO�DQQXDOO\
��5HGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�62��
&2��SDUWLFXODWHV
��5HGXFHG�WUDQVSRUWDWLRQ�QHHGV�RI�FRDO
��(QKDQFHG�3URORQJHG�WHFKQLFDO�OLIHWLPH�RI
'+�V\VWHP
��)LQDQFLDOO\�VXVWDLQDEOH�RSHUDWLRQ�E\�'+�
FRPSDQ\

(QYLVDJHG�KHDW�WDULII�UDLVH
WR�EH�LPSOHPHQWHG

,PSDFWV
��,PSURYHG�KHDOWK�RI�FLW\�V�LQKDELWDQWV
��(FRQRPLF�VDYLQJV�IRU�WD[�SD\HUV
��PRUH�FRPIRUWDEOH�OLYLQJ�IRU�FLW\�V
LQKDELWDQWV

7KH�FDXVDO�OLQNV��EHWZHHQ�WKH�YDULRXV�IDFWRUV�RI�WKH�ORJLFDO�IUDPHZRUN�WDEOH�FDQ�EH�VKRZQ
LQ�D�JRDO�KLHUDUFK\�PRGHO�OLNH�LQ�ILJXUH���RQ�WKH�QH[W�SDJH�
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)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�'DOLDQ�'LVWULFW�+HDWLQJ�SURMHFW

,13876 $&7,9,7,(6 2873876 ())(&76 ,03$&76

Imported equipment
for the Central
station:
- Steam-water heat
exchangers
- High temperature
cycling water pumps
- Plane typed heat
exchangers
- temperature and
pressure reducer
- Condensing watrer
pumps
- Make-up water
pumps
- Condensing water

Training

Domestically
produced
equipment

18 Heat
exchangers
for sub-stations

prefabricated,
pre-insulated
pipes

Installing
equipment
in 15
substations

Laying
pipes
connecting
central
station to
substations

Supervision

Civil works

Resettling and
compensating
displaced
dwellers

Installing
equipment
in  central
heating
station 1 million

extra sqm
heating
area
connected
to a
functioning
district
heating
system- by

Closure
of many
smaller
inefficient
boilers

Dramatically
reduced
emissions of
- particulates
- coal dioxide
- sulfur dioxide
- natrium oxides

Net savings
of Y
tons of coal
annually

Reduced
transport-
ation needs
of coal

Enhanced
technology
and
prolonged
lifetime of
DH-system

City real
estate
freed by
evacuated
boilers

Achieve financial  and economic
profitability

Transfer of knowledge
regarding DH-technology

Improved
health
of city´s
inhabitants

Economic
savings for
tax-payers

More
comfortable
living for
city´s
inhabitants

Demonstration
effect
regarding
District
Heating
Technology
visavis other
Chinese cities
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����2IKSXMEXMSRW��4VSGYVIQIRX

7KH�HQG�XVHU��'DOLDQ�'LVWULFW�KHDWLQJ�FRPSDQ\��UHFHLYHG�RIIHUV�IURP�WKUHH���"��6ZHGLVK
VXSSOLHUV���$%%��3RZHUSLSH�DQG�$7)���DQG�KDG�DGYDQFH�QHJRWLDWLRQV�ZLWK�DOO��7KHQ�WKH
FKRLFH�ZDV�QDUURZHG�GRZQ�WR�WZR���$%%�DQG�3RZHUSLSH��$%%��LQ�DQ�LQLWLDO�VWDJH�
RIIHUHG�WKH�ORZHVW�SULFH�EXW�LQ�WKH�FOLHQW�V�RSLQLRQ�$%%�KDG�SUHVHQWHG�D�GHVLJQ

�µDFFRUGLQJ�WR�WKHLU�RZQ�LGHD�QRW�DFFRUGLQJ�WR�WKH�ZLVKHV�DQG�QHHGV�RI�WKH�FOLHQW�
7KHUHIRU�ZH�GLG�QRW�FKRRVH�$%%�EHFDXVH�WKHLU�GHVLJQ�ZDV��QRW�VXLWHG�IRU�RXU�QHHGV�µ

)LQDOO\�3RZHUSLSH�ZDV�FKRVHQ��PDLQO\��DV�WKH�FRPSDQ\�LWVHOI�UHSRUWV��EHFDXVH�RI
3RZHUSLSH�V�ORZHU�SULFH�

%HIRUH�WKH�ILQDO�GHFLVLRQ�ZDV�PDGH�WKHUH�ZHUH�KRZHYHU�D�QXPEHU�RI�µVNLUPLVKHVµ
EHWZHHQ�WKH�6ZHGLVK�FRQWHQGHUV��2QH�LVVXH�VHHPV�WR�KDYH�EHHQ�WKH�FOLHQW�V�ZLVK�WKDW�WKH
6ZHGLVK�FRQWHQGHUV�VKRXOG�DFWLYHO\�SDUWLFLSDWH�LQ�DQDO\]LQJ�DQG�SURYLGLQJ�VXJJHVWLRQV
IRU�PRGLILFDWLRQV�WR�WKH�GHVLJQ�RI�WKH�SURMHFW��7KLV�LV�VRPHWKLQJ�ZKLFK�WKH�&KLQHVH�VLGH
ZLVKHG��WKH�FRQWHQGHUV�WR�GR��DV�D�PHDQV�RI�JHWWLQJ�H[SHQVLYH�FRQVXOWDQF\�DGYLFH�IRU
IUHH�

$%%�DW�RQH�WLPH�FRPSODLQHG�WR�%,76�WKDW��WKH\�ZRXOG�EH�EDUUHG�IURP�JHWWLQJ
WKH�FRQWUDFW�MXVW�EHFDXVH�WKH\�KDG�QRW�EHHQ�VXIILFLHQWO\�IRUWKFRPLQJ�LQ�WKLV�UHVSHFW��,Q
WKHLU�RSLQLRQ�WKH�WDVN�DW�KDQG�ZDV�WR�GHOLYHU�HTXLSPHQW�QRW�WR�SURYLGH�IUHH�WHFKQLFDO
FRQVXOWDWLRQ�

´3HUIRUPDQFH�JXDUDQWHHµ
$�UHODWHG�LVVXH�LV�WKDW�WKH�&KLQHVH�VLGH�ZDQWHG�WKH�6ZHGLVK�VXSSOLHU�QRW�RQO\�WR�VXSSO\
WKH�HTXLSPHQW�EXW�DOVR�WR�JXDUDQWHH�LWV�SHUIHFW�IXQFWLRQLQJ�DIWHU��LQVWDOODWLRQ��,Q�WKH
RSLQLRQ�RI�$%%�VXFK�D�IXQFWLRQ�JXDUDQWHH�FRXOG�RQO\�EH�JLYHQ�RQ�FRQGLWLRQ�WKDW�WKH
6ZHGLVK�VXSSOLHU�KDG�DOVR�IRUPDOO\�EHHQ�HQWUXVWHG�ZLWK�WKH�WDVN�RI�SODQQLQJ�DQG
GHVLJQLQJ�WKH�SURMHFW��QRW�RWKHUZLVH��,Q�D�ID[�PHVVDJH��GDWHG�������������$%%�VWDWHV�

µ:H�GR�QRW�XQGHUVWDQG�KRZ�DQ\RQH�FDQ�GHOLYHU�µSHUIRUPDQFH�JXDUDQWHHµ�RQ�D�V\VWHP�WKDW�LV
GHVLJQHG�E\�VRPHRQH�HOVH"µ
,Q�WKH�VDPH�ID[�WKH�$%%�UHSUHVHQWDWLYH��%R�6WU|PTXLVW��DOVR�VWDWHV�KLV�RSLQLRQ�WKDW

��µ7KH�SUHVHQW�GHVLJQ�FRQWDLQV�VRPH�EDVLF�FRQVWUXFWLRQ�HUURUV�WKDW�DUH�XQDFFHSWDEOH�LQ�D�SURMHFW
RI�WKLV�NLQG�WR�UHFHLYH��%,76�DSSURYDOµ

$QRWKHU�RI�WKH�FRQWHQGHUV��$7)��UHSRUWHG�WR�WKH�6ZHGLVK�(PEDVV\�LQ�%HLMLQJ��LWV
VXVSLFLRQ�WKDW�3RZHUSLSH�V�&KLQHVH�UHSUHVHQWDWLYH�KDG�VODQGHUHG�DQG�JLYHQ�IDOVH
LQIRUPDWLRQ�DERXW�$7)�WR�WKH�HQG�XVHU��2QH�VXFK�IDOVH�LQIRUPDWLRQ�ZDV�UHSRUWHGO\�WKDW
%,76�KDG�QRW�DSSURYHG�RI�$7)�DV�D�VXSSOLHU��7KLV�SDUWLFXODU�SLHFH�RI�LQIRUPDWLRQ�ZDV
ODWHU�GHQLHG�E\�%,76�LQ�D�OHWWHU�WR�WKH�HQG�XVHU�
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0\�LPSUHVVLRQ�DIWHU�GLVFXVVLQJ�WKHVH�PDWWHUV�ERWK�ZLWK�WKH�FOLHQW��ZLWK�UHSUHVHQWDWLYHV�RI
WKH�FRQWHQGLQJ�6ZHGLVK�FRPSDQLHV�DQG�ZLWK�%,76��LV�WKDW�QRQH�RI�WKH�DOOHJHG�IDXOWV
ZHUH�RI�D�YHU\�VHULRXV�QDWXUH��7KH�LQWHUYLHZV�FDUULHG�RXW�E\�WKLV�HYDOXDWRU�FRXOG�QRW
UHYHDO�DQ\�IDFW�RU�FLUFXPVWDQFH�WR�VXEVWDQWLDWH�WKDW�DQ\�VHULRXV�GLVUHJDUG�RI�VRXQG�DQG
JHQHUDOO\�FRPSHWLWLYH�SURFXUHPHQW�SUDFWLFHV�KDG�WDNHQ�SODFH�

)LQGLQJ��7KHUH�ZHUH�PDQ\�FODLPV�IURP
WKH�ELGGLQJ�6ZHGLVK�FRPSDQLHV�WKDW�VRXQG
SURFXUHPHQW�UXOHV�KDG�EHHQ�YLRODWHG��0\
LPSUHVVLRQ�LV�WKDW�QRQH�RI�WKH�DOOHJHG�IDXOWV
ZHUH�RI�D�YHU\�VHULRXV�QDWXUH�

3RZHUSLSH�KDG�LQFXUUHG�ORVVHV�GXULQJ�LWV�ODVW�WZR�RU�WKUHH�\HDUV�RI�RSHUDWLRQ�DQG
EHFDXVH�RI�WKDW�%,76�LQVLVWHG�WKDW�LWV�PRWKHU�FRPSDQ\�%LUND�%XVLQHVV�'HYHORSPHQW��LVVXH�D
FRPSOHWH�ILQDQFLDO�JXDUDQWHH�IRU�WKH�GHOLYHU\�EHIRUH�%,76�ZRXOG�DJUHH�WR�ILQDQFH�WKH
FRQWUDFW�

����-QTPIQIRXEXMSR

7KH�FRQVWUXFWLRQ�DQG�LQVWDOODWLRQ�RI�HTXLSPHQW�LQ�WKH�VXE�VWDWLRQV�ZRXOG�EH�FDUULHG�RXW
LQ�VWHS�ZLWK�WKH�H[WHQVLRQ�RI�WKH�QHWZRUN�

,Q�D�SURJUHVV�UHSRUW�GDWHG����PD\������WKH�HQG�XVHU�UHSRUWV�WKDW��LPSOHPHQWDWLRQ�RI�WKH
SURMHFW�LV�SURFHHGLQJ�ODUJHO\�VDWLVIDFWRULO\�

2Q����2FWREHU������3RZHUSLSH�LQIRUPHG�%,76�WKDW�%DQN�RI�&KLQD�ZDQWHG�WR
SRVWSRQH�WKH�SD\PHQW�RI�WKH�ODVW����RI�WKH�FRQWUDFW�VXP�XQWLO�WKH�ZKROH�SURMHFW�ZDV�LQ
RSHUDWLRQ��+RZHYHU�33�UHMHFWHG�WKDW�SURSRVDO�FODLPLQJ�WKDW�LW�KDG�FRPSOHWHG�DOO�LWV
REOLJDWLRQV�XQGHU�WKH�FRQWUDFW�
3RZHUSLSH�DOVR�UHMHFWHG�WKH�HQG�XVHUV�VXJJHVWLRQ�WR�VFUDS�D�OLWWOH�RYHU���PLOOLRQ�ZRUWK�RI
VSDUHV�DQG�VXSHUYLVLRQ�DV�VSHFLILHG�LQ�WKH�FRQWUDFW��33�FODLPHG�WKDW�WKLV�GHOLYHU\�ZDV
LPSRUWDQW�IRU�WKH�SURMHFWV�IXWXUH�VXFFHVV�

2Q������������6LGD�H[WHQGHG�WKH�FUHGLW�GLVEXUVHPHQW�SHULRG�XQWLO������������

2Q�$SULO���������LQ�DQ��µ$FFHSWLRQ�5HSRUWµ�VLJQHG�E\�ERWK�3RZHUSLSH�DQG�'73&��WKH
SDUWLHV�FRQILUP�WKDW������PLOOLRQ�RI�HTXLSPHQW�KDYH�EHHQ�GHOLYHUHG��DQG�WKDW�TXDQWLWLHV
DQG�TXDOLW\�DUH�LQ�DFFRUGDQFH�ZLWK�WKH�FRQWUDFW��,W�DOVR�VWDWHV�WKDW�µVRPH�VKRUWDJH�DQG
PLVXQGHUVWDQGLQJ�KDV�DOUHDG\�EHHQ�VROYHG�E\�IULHQGO\�GLVFXVVLRQµ��DQG�IXUWKHU�WKDW
µ7ZR�\HDUV�FRPPLVVLRQLQJ�DQG�UXQQLQJ�KDV�DOUHDG\�SURYHG�DGYDQFHG�WHFKQRORJ\�DQG
UHOLDEOH�TXDOLW\µ�
0\�YLVLW�WR�WKH�SURMHFW�UHYHDOHG�KRZHYHU��WKDW�WKLV�VWDWHPHQW�VHHPV�WR�KDYH�EHHQ�TXLWH
SUHPDWXUH��DV�WKH�HQG�XVHU�LV�VWLOO�WRGD\�H[SHULHQFLQJ�VRPH�LPSRUWDQW�SUREOHPV�
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$�OHWWHU�RI�FRPPLVVLRQLQJ�ZDV�VHQW�E\�WKH�FRPSDQ\�LQ������RI�0D\��7KH�SRVLWLYH�WH[W
RI�WKLV�OHWWHU�LV��KRZHYHU��PLVOHDGLQJ�WR�DQ�XQLQIRUPHG�UHDGHU��7KH�OHWWHU�GRHV
PHQWLRQ�VRPH�RI�WKH�SUREOHPV��EXW�QRW�DOO�RI�WKHP��DQG�GRHV�VR�LQ�D�YHU\�VRIW
PDQQHU��,W�SUDLVHV�WKH�6ZHGLVK�GHOLYHU\�DV�EHLQJ�RI�KLJKHVW�TXDOLW\�DQG�VXLWDELOLW\�
ZKLFK�VWDQGV�LQ�VWDUN�FRQWUDVW�WR�WKH�LPSUHVVLRQV�UHFHLYHG�GXULQJ�P\�VLWH�YLVLWV��$V�ZLOO
EH�VKRZQ�LQ�WKH�QH[W�VHFWLRQ�WKHUH�LV�WRGD\�FRQVLGHUDEOH�GLVFRQWHQW��DW�OHDVW�DPRQJ
VRPH�RI�WKH�FOLHQW�V�HQJLQHHUV��DERXW�WKH�6ZHGLVK�HTXLSPHQW�DQG�WKHLU�IXQFWLRQLQJ�

,�GLG�QRW�JHW�D�FOHDU�DQVZHU�WR�P\�TXHVWLRQ�ZKHWKHU�WKH�FRPSDQ\�WRGD\��LQ�WKH�OLJKW�RI
VXEVHTXHQW�H[SHULHQFH���WKRXJKW�LW�ZDV�WRR�HDUO\�WR�VHQG�D�OHWWHU�RI�DFFHSWDQFH�LQ�0D\�RI
�����ZKHQ�WKH�PDFKLQHU\�ZDV�QRW�HYHQ�LQVWDOOHG�\HW�

)LQGLQJ���$FFRUGLQJ�WR�DQ��$FFHSWLRQ�5HSRUW��VLJQHG�LQ�$SULO
������µWKH�HTXLSPHQW�KDV�EHHQ�GHOLYHUHG����TXDQWLWLHV�DQG
TXDOLW\�DUH�LQ�DFFRUGDQFH�ZLWK�WKH�FRQWUDFWµ����DQG�µ7ZR
\HDUV�UXQQLQJ�KDV�DOUHDG\�SURYHG�DGYDQFHG�WHFKQRORJ\�DQG
UHOLDEOH�TXDOLW\µ��,Q�VSLWH�RI�WKLV��KRZHYHU���WKHUH�LV�WRGD\
FRQVLGHUDEOH�GLVFRQWHQW��DW�OHDVW�DPRQJ�VRPH�RI�WKH�FOLHQW�V
HQJLQHHUV��DERXW�WKH�6ZHGLVK�HTXLSPHQW�DQG�WKHLU
IXQFWLRQLQJ

1RWHV�IURP�YLVLW
)LUVW�VWDJH�LQVWDOODWLRQV�FRYHULQJ������PLOOLRQ�VTP�RI�KHDWLQJ�VSDFH�ZHUH�FRPSOHWHG�LQ
WKH�HQG�RI������

7KH�FHQWUDO�VWDWLRQ�ZDV�FRPSOHWHG�RQO\�DW�WKH�HQG�RI�������$FFRUGLQJ
WR�RULJLQDO�SODQ�WKH�FHQWUDO�VWDWLRQ�ZDV�WR�EH�FRPSOHWHG�E\�WKH�HQG�RI�������(DUOLHU�LW
ZDV�KRXVHG�LQ�WHPSRUDU\�TXDUWHUV�MXVW�EHVLGH�WKH�QHZ�ORFDWLRQ��7KH�SXPSV��RI
&KLQHVH�SURGXFWLRQ��XVHG�LQ�WKH�WHPSRUDU\�FHQWUDO�VWDWLRQ��DUH�QRZ�VWRUHG�QHDUE\�

,QVWDOOHG�FDSDFLW\�LQ�DOO�WKH�VXEVWDWLRQV�LV���PLOOLRQ��VTP��DOO�EDVHG�RQ�6ZHGLVK
LQYHVWPHQW��6R�IDU������PLOOLRQ�VTP�KDYH�EHHQ�FRQQHFWHG�WKURXJK�WKH����VXEVWDWLRQV�
$V�GHPDQG�JURZV�DGGLWLRQDO�EXLOGLQJ�VSDFH�ZLOO�EH�FRQQHFWHG�

7KH�VXE�VWDWLRQV��WKHUH�DUH����QRW����DV�VDLG�LQ�WKH�%,76�GHFLVLRQ�PHPRUDQGXP�
ZHUH�HUHFWHG�DQG�LQVWDOOHG�IURP������WR�WKH�HQG�RI������
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7ZR�\HDU�GHOD\
2YHUDOO�WKHUH�LV�D�WZR�\HDU�GHOD\�LQ�WKH�SURMHFW�DV�WKH�ILUVW�VWDJH�ZDV�ILQLVKHG�LQ�ODWH
�����LQVWHDG�RI��DV�DFFRUGLQJ�WR�SODQ��HQG�RI������

7KH�PDLQ�UHDVRQ�IRU�WKH�GHOD\�LV�WKDW�LW�WRRN�WKH�DXWKRULWLHV�ORQJHU�WKDQ
H[SHFWHG�WR�PRYH�DZD\�WKH�SHRSOH�OLYLQJ�LQ�WKH�ORFDWLRQ�ZKHUH�WKH�FHQWUDO�VWDWLRQ�ZDV
WR�EH�EXLOW�DQG�WR�ILQG�VXLWDEOH�UHSODFHPHQW�KRXVLQJ�IRU�WKHP�

,W�LV�LPSRUWDQW�WR�UHPHPEHU�WKDW�WKH�UHDVRQ�IRU�WKH�GHOD\�ZDV�D�FLUFXPVWDQFH
EH\RQG�WKH�FRQWURO�RI�WKH�SURMHFW�PDQDJHPHQW�

)LQGLQJ��2YHUDOO��WKHUH�LV�D�WZR�\HDU�GHOD\�LQ�WKH
SURMHFW��WKH�PDLQ�UHDVRQ�EHLQJ�WKDW�LW�WRRN�WKH
DXWKRULWLHV�ORQJHU�WKDQ�H[SHFWHG�WR�HYDFXDWH�WKH
SHRSOH�OLYLQJ�LQ�WKH�ORFDWLRQ�ZKHUH�WKH�FHQWUDO�VWDWLRQ
ZDV�WR�EH�EXLOW�DQG�WR�ILQG�VXLWDEOH�UHSODFHPHQW
KRXVLQJ�IRU�WKHP�

,Q�JHQHUDO�WKH�FOLHQW�FODLPV�WR�EH�YHU\�VDWLVILHG�ZLWK�3RZHUSLSH�V�SHUIRUPDQFH���µ7KH\
DOZD\V�DQVZHU�RXU�TXHVWLRQV��DQG�LI�WKH\�GR�QRW�NQRZ�WKH�DQVZHUV��WKH\�GLUHFW�XV�WR
VRPHERG\�HOVH�ZKR�NQRZV��XVXDOO\�WKH�VXEFRQWUDFWRU�µ�$SSDUHQWO\�DOVR�VWURQJ�SHUVRQDO
UHODWLRQV�KDYH�GHYHORSHG�EHWZHHQ�UHSUHVHQWDWLYHV�RI�WKH�WZR�FRPSDQLHV��7KH�&OLHQW�V
&KLHI�(QJLQHHU�UHPDUNHG�WR�PH�UHJDUGLQJ��3RZHUSLSHV��PDLQ�UHSUHVHQWDWLYH��µ+H�LV
D�YHU\�JRRG�PDQ��,I�LW�ZHUH�QRW�IRU�KLP�ZH�ZRXOG�QRW�KDYH�FKRVHQ�3RZHUSLSH�µ

-XGJLQJ�IURP�WKH�PDQ\�FULWLFDO�SRLQWV���GHVFULEHG�EHORZ���WKDW�VXUIDFHG�GXULQJ�WKH�VLWH
YLVLW�LW�LV�GLIILFXOW�WR�XQGHUVWDQG�WKLV�HQWKXVLDVP�RQ�SDUW�RI�WKH�FOLHQW�

����6IWYPXW�SYXTYXW

$FFRUGLQJ�WR�DQ�LQIRUPDO�FRPSOHWLRQ��UHSRUW��GDWHG�0D\��������WKDW�ZDV�SUHSDUHG�E\
WKH�FRPSDQ\�IRU�WKLV�HYDOXDWLRQ��WKH�SURMHFW�KDV�DFKLHYHG�WKH�IROORZLQJ�

&XPXODWLYH�GHYHORSPHQW�RI�FRQQHFWHG�DQG�VHUYLFHG�KHDWLQJ�DUHD�

���� ��������VTP
���� ��������VTP
���� ��������VTP
���� ����������VTP
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)RXUWHHQ�ROG�IDVKLRQHG�ERLOHU�KRXVHV��ZLWK�D�WRWDO�RI����ERLOHUV��ZLWK�KLJK�HQHUJ\
FRQVXPSWLRQ��ORZ�HIILFLHQF\�DQG�KLJK�SROOXWLRQ�KDYH�EHHQ�FORVHG�GRZQ��%HFDXVH�RI
WKH�FORVXUHV�WKH�FLW\�KDV�JDLQHG�DQ�DUHD�RI��������VTP�HDUOLHU�XVHG�IRU�VWRUDJH�RI�FRDO
DQG�VOXGJH��ZKLFK�FDQ�QRZ�EH�XVHG�IRU�UHVLGHQWLDO�SXUSRVHV�

,W�ZDV�QRW�SRVVLEOH�IRU�WKH�FRPSDQ\�WR�VSHFLI\�KRZ�PXFK�WKHVH�FORVXUHV�PHDQW
LQ�WHUPV�RI�VDYHG�FRQVXPSWLRQ�RI�FRDO�RU�RI�UHGXFHG�DPRXQWV�RI�SROOXWLRQ�

$�VXEVWDQWLDO�GHFUHDVH�LQ�WKH�QHHGV�IRU�ORFDO�FRDO�WUDQVSRUWDWLRQ�KDV�DOOHYLDWHG
ERWK�WKH�WUDIILF�FRQJHVWLRQ�DQG�WKH�SROOXWLRQ�LQ�WKH�&LW\�V�FHQWHU�
3LSH�QHWZRUN�KDV�EHHQ�H[WHQGHG�WR�D�FDSDFLW\�RI�����������VTP�KHDWLQJ�DUHD�

7KH�PDLQ�HTXLSPHQW�V�KDYH�UHDFKHG�SODQQHG�HIIHFW�OHYHOV�
��FLUFXODWLRQ�SXPS� �����WRQV�SHU�KRXU
��VWHDP�FRQVXPSWLRQ ���WRQV�SHU�KRXU
��ZDWHU�WHPSHUDWXUH ��������GHJUHHV�&
��5HWXUQ�ZDWHU�WHPSHUDWXUH ������&

2YHUDOO�WKH�FRPSDQ\�IHHOV�WKDW�WKH�SHUIRUPDQFH�RI�WKH�SURMHFW�V�DGYDQFHG�WHFKQRORJ\
MXVWLILHV�FDOOLQJ�LW�D�GHPRQVWUDWLRQ�FDVH�

%XW�WKH�FRPSDQ\�DOVR�PHQWLRQV�WKH�IROORZLQJ�VKRUWFRPLQJV�
��SODVWLF�EXR\V�RI�WKH�PDJQHWLF�IOXYLRJUDSK�DWWDFKHG�WR�WKH�KHDW�H[FKDQJHUV�DUH�QRW
IXQFWLRQLQJ
��RLO�JDXJH�RI�WKH�ZDWHU�FLUFXODWLRQ�SXPS�LV�OHDNLQJ
��WKH�SXPSV�YLEUDWH�DQG�VKDNH�DQG�PDNH�WRR�PXFK�QRLVH
��WKH�WUDLQLQJ�RI�WKH�&KLQHVH�WHFKQLFLDQV�LQ�6ZHGHQ�GLG�QRW�JHW�WKH�HIIHFWV�H[SHFWHG��DV
WKH\�DUH�QRW�DEOH�WR�LQGHSHQGHQWO\�WDNH�UHVSRQVLELOLW\�IRU�PDLQWHQDQFH�DQG�FRPPLVVLRQ
��ODFN�RI�YDULRXV�VSDUH�SDUWV�IRU�SDUWV�WKDW�EUHDN�RU�ZHDU�GRZQ�TXLFNO\

)LQGLQJV��7KH�FRPSDQ\�H[SHULHQFHV�WKH�IROORZLQJ
SUREOHPV�Z�U�W��WKH�6ZHGLVK�HTXLSPHQW�
��SODVWLF�EXR\V�RI�WKH�PDJQHWLF�IOXYLRJUDSK�DWWDFKHG�WR�WKH
KHDW�H[FKDQJHUV�DUH�QRW�IXQFWLRQLQJ
��RLO�JDXJH�RI�WKH�ZDWHU�FLUFXODWLRQ�SXPS�LV�OHDNLQJ
��WKH�SXPSV�YLEUDWH�DQG�VKDNH�DQG�PDNH�WRR�PXFK�QRLVH
��WKH�WUDLQLQJ�RI�WKH�&KLQHVH�WHFKQLFLDQV�LQ�6ZHGHQ�GLG�QRW
JHW�WKH�HIIHFWV�H[SHFWHG��DV�WKH\�DUH�QRW�DEOH�WR
LQGHSHQGHQWO\�WDNH�UHVSRQVLELOLW\�IRU�PDLQWHQDQFH�DQG
FRPPLVVLRQLQJ
��ODFN�RI�YDULRXV�VSDUH�SDUWV�IRU�SDUWV�WKDW�EUHDN�RU�ZHDU
GRZQ�TXLFNO\
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9,6,7�72�&(175$/�67$7,21
7KH�FHQWUDO�VWDWLRQ��ZLWK�D�FDSDFLW\�WR�VHUYLFH���PLOOLRQ�VTP�IORRU�DUHD�LV�VLWXDWHG����
NP�DZD\�IURP�WKH�SRZHU�VWDWLRQ�ORFDWHG�QH[W�WR�WKH�FRPSDQ\·V�KHDGTXDUWHUV�
,Q�WKH�SRZHU�VWDWLRQ�LWVHOI�WKHUH�DUH�IRXU�ZDWHU�FLUFXODWLQJ�SXPSV�ERXJKW�IURP
6ZHGHQ�

3UREOHPV�ZLWK�6ZHGLVK�HTXLSPHQW

6SHHG�UHJXODWRU�IRU�SXPSV��IUHTXHQF\�YDULHG�FLUFXODWLRQ�FDELQHW�
7KLV�HTXLSPHQW�ZDV�EHOLHYHG�E\�WKH�FHQWUDO�VWDWLRQ�VWDII�WR�EH�RXW�RI�GDWH�DOUHDG\
ZKHQ�ERXJKW�LQ�������PDLQO\�EHFDXVH��LQVLGH�WKH�FDELQHW��WKH\�KDG�IRXQG�D�ODEHO
VWDWLQJ������DV�SURGXFWLRQ�\HDU��7KLV�WKH\�IRXQG�DIWHU�KDYLQJ�RSHQHG�WKH�FDELQHW�E\
FRLQFLGHQFH�
$OVR��DFFRUGLQJ�WR�LQIRUPDWLRQ�UHFHLYHG�E\�WKHP��WKLV�HTXLSPHQW�LV�QR�ORQJHU�XVHG�LQ
6ZHGHQ��6LPLODU�HTXLSPHQW�LV�SURGXFHG�LQ�&KLQD��EXW�IURP�ZKDW�LV�EHOLHYHG�QRW�RI
WKH�VDPH�KLJK�TXDOLW\�DV�WKH�6ZHGLVK�HTXLSPHQW��7KH�UHDVRQ�LW�ZDV�LPSRUWHG�IURP
6ZHGHQ�LV�WKDW��´,W�FDPH�ZLWK�WKH�SXPSVµ�

7KLV�VXVSLFLRQ�ZDV�KRZHYHU�QRW�VKDUHG�E\�WKH�FKLHI�HQJLQHHU��8SRQ�LQYHVWLJDWLRQ�KH
LQIRUPHG�PH�WKDW�WKH�VLJQ������GHQRWHG�WKH�PRGHO�RU�GHVLJQ�\HDU��DQG�WKDW�WKH
DFWXDO�SURGXFWLRQ�GDWH�ZDV������
$�TXHVWLRQ�UHPDLQLQJ�ZDV�KRZHYHU�ZK\�LQ������HTXLSPHQW�LV�GHOLYHUHG�ZKLFK�ZDV
SURGXFHG�IRXU�\HDUV�HDUOLHU��,Q�VRPH�SHRSOHV��YLHZ�QRUPDOO\�HTXLSPHQW�RI�WKLV�W\SH�LV
PRUH�RU�OHVV�SURGXFHG�WR�RUGHU�DQG�GHOLYHUHG�LPPHGLDWHO\�

7KH�UHDVRQ�,�UHODWH�WKLV�VXVSLFLRQ�KHOG�E\�VRPH�RI�WKH�VWDII�LV�QRW�WKDW�WKH\�ZHUH
QHFHVVDULO\�ULJKW���LQ�IDFW�QR�UHDO�HYLGHQFH��RU�HYHQ�LQGLFDWLRQ�ZDV�SURGXFHG�WR
VXSSRUW�WKH�FRQWHQWLRQ�WKDW�WKH�HTXLSPHQW�ZRXOG�KDYH�EHHQ�RXWGDWHG��,W�LV�EHFDXVH
WKLV�VXVSLFLRQ�VHHPV�WR�EH��V\PSWRPDWLF�RI�D�JHQHUDO�ODFN�RI�FRQWDFWV�EHWZHHQ�WKH
VXSSOLHUV�DQG�WKH�FOLHQW��3HUKDSV�LW�LQGLFDWHG�WKDW�WKHUH�ZDV�QRW�HQRXJK�VXSHUYLVLRQ
DQG�WUDLQLQJ�VXUURXQGLQJ�WKH�LQWURGXFWLRQ�DQG�XVH�RI�WKH�QHZ�6ZHGLVK�HTXLSPHQW�

([SHULHQFH��UHODWHG�EHORZ���UHJDUGLQJ�VRPH�RI�WKH�RWKHU�HTXLSPHQW�VHHPHG�WR
LQGLFDWH�D�VLPLODU�VLWXDWLRQ�

+HDW�H[FKDQJHUV
7KH�IRXU�KHDW�H[FKDQJHUV�DUH�LQ�JHQHUDO�IXQFWLRQLQJ�ZHOO��EXW�WKHUH�LV�D�SUREOHP�ZLWK
WKH�IORDW�EHORQJLQJ�WR�WKH�PHDVXUHPHQW�LQVWUXPHQW�IRU�WKH�TXDQWLW\�RI�ZDWHU�SDVVLQJ
WKURXJK�WKH�KHDW�H[FKDQJHU��7KLV�LQVWUXPHQW�DUULYHG�WRJHWKHU�ZLWK�WKH�KHDW
H[FKDQJHUV�LQ�WKH�RULJLQDO�VKLSPHQW��EXW�ZLWKRXW�DQ\�VSDUH�SDUWV���7KH�JODVV�RI�RQH�RI
WKHVH�LQVWUXPHQWV�ZDV�EURNHQ�DV�WKH\�XQSDFNHG�WKH�VKLSPHQW��7KH�RWKHUV�KDYH�WKH
SUREOHP�WKDW�WKH�IORDW�LQ�WKH�PHDVXULQJ�LQVWUXPHQW�NHHSV�VLQNLQJ��$SSDUHQWO\�WKH
LQVWUXPHQW�LV�OHDNLQJ�
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7KH�FRPSDQ\�KDV�WKH�LQWHQWLRQ�RI�UHTXHVWLQJ�WKH�VXSSOLHU�WR�UHSODFH�WKHVH
LQVWUXPHQWV�DV�WKH\�RQO\�ODVWHG�IRU�RQH�PRQWK���1RZ�WKH\�UH�RXW�RI�WKHP�DQG�KDYH�QR
ZD\�DW�DOO�WR�PHDVXUH�WKH�RSWLPDO�IXQFWLRQLQJ�RI�WKH�KHDW�H[FKDQJHUV��,Q�WKH
PHDQWLPH�WKH�FRPSDQ\�LV�WU\LQJ�WR�ILQG�D�GRPHVWLF�UHSODFHPHQW�

7KLV�W\SH�RI�KHDW�H[FKDQJHU�LV�DOVR�SURGXFHG�LQ�&KLQD�EXW�LWV�HIILFLHQF\�LV�ORZHU�
&RQQHFWLQJ�WKH�KHDW�H[FKDQJHUV�WKHUH�DUH�WZR�YDOYHV��VLGH�E\�VLGH��RQH

6ZHGLVK�DQG�WKH�RWKHU�&KLQHVH��7KH\�ERWK�KDYH�WKH�VDPH�IXQFWLRQ�DQG�DV�IDU�DV�RQH
FDQ�WHOO�WKH�VDPH�TXDOLW\��%XW�VLQFH�WKH\�KDYH�RQO\�EHHQ�RSHUDWLRQ�IRU��IHZ�PRQWKV�LW
LV�QRW�SRVVLEOH�WR�NQRZ�

6LQJOH�SDQHO�FRPSXWRU��PDUNHG�$OID�/$9$/�´6DWW�FRQWUROµ����7KLV�LV�D�PRQLWRULQJ�XQLW�
QRW�D�FRQWURO�XQLW��WR�EH�FRQQHFWHG�WR�WKH�FRPSXWRU�ZKLFK�LV�QRW�\HW�LQVWDOOHG��7KH
FRPSDQ\�KDV�QR�VSDUH�SDUWV�IRU�WKLV��7KH�RSHUDWLRQ��IXQFWLRQ�RI�WKLV�XQLW�VHHPV�WR�EH
VDWLVIDFWRU\��$W�OHDVW�WKH\�KDYH�QRW�\HW�VHHQ�DQ\�SUREOHPV�ZLWK�LW�

&RPSXWRU�KDV�QRW�\HW�EHHQ�LQVWDOOHG���VR�WKH�FRPSDQ\�GRHV�QRW�\HW�NQRZ�KRZ�WKH
6ZHGLVK�HTXLSPHQW�ZLOO�SHUIRUP�WRJHWKHU�ZLWK�WKH�&RPSXWRU��7RGD\�WKHUH�LV�LQ
SODFH�D�&KLQHVH�PDQXDOO\�RSHUDWHG��FRQWURO�HTXLSPHQW��7KH�&RPSXWRU�ZLOO�EH
LQVWDOOHG��E\�WKH�FRPSDQ\�V�RZQ�VWDII�SUREDEO\�DW�WKH�HQG�RI�WKH�\HDU��7KH\�KDYH�WKH
SURSHU�H[SHULHQFH�IRU�LW�VLQFH�WKH\�DOUHDG\�GLG�LW�LQ�WKH�VXEVWDWLRQV�

3XPSV
$IWHU�LQVWDOODWLRQ�WKH�VWDII��IRXQG�WKDW���SXPS�LV�OHDNLQJ�ZDWHU�H[FHVVLYHO\��,Q�DGGLWLRQ
DOO�RI�WKH�IRXU�SXPSV�DUH�OHDNLQJ�RLO��7KH�FRPSDQ\�KDV�QR�VSDUH�SDUWV�IRU�WKHVH
SXPSV�DQG�KDV�QRW�\HW�GHFLGHG�RQ�KRZ�WR�IL[�WKH�IDXOW\�SXPSV

,Q�WKH�RSLQLRQ�RI�WKH�FKLHI�HQJLQHHU�LW�LV�QRUPDO�IRU�SXPSV�RI�WKLV�NLQG�WR�KDYH�VRPH�RLO
OHDNDJH��,W�ZDV�QRW�SRVVLEOH�E\�WKLV�HYDOXDWLRQ�WR�GHWHUPLQH�ZKHWKHU�WKH�H[WHQW�RI
OHDNDJH�FRXOG�EH�GHHPHG�WR�EH�µH[FHVVLYHµ�RU�QRW�

7KH�QRLVH�OHYHO�RI�WKH�6ZHGLVK�SXPSV�LV�SHUFHLYHG�DV�WRR�KLJK�DQG�H[FHHGV�WKH�OHYHOV
VWLSXODWHG�E\�WKH�&KLQHVH�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��ZKLFK�SUHVFULEHV�D
PD[LPXP�RI����GE�LQ�UHVLGHQWLDO�DUHDV�DQG����LQ�RWKHUV�
7KH�FHQWUDO�VWDWLRQ�LV�ORFDWHG�ULJKW�LQ�WKH�PLGGOH�RI�DQ�XUEDQ�UHVLGHQWLDO�DUHD�DQG�WKH
VXUURXQGLQJ�QHLJKERUV�DUH�FRPSODLQLQJ�RI�WKH�KLJK�QRLVH�OHYHO�
''+�ZLOO�WU\�WR�UHPHG\�WKH�QRLVH�SUREOHP�E\��DVNLQJ�D�ORFDO�&KLQHVH�ILUP��WR�WU\�WR
ILQG�D�ZD\�WR�RYHUFRPH�WKH�H[FHVVLYH�QRLVH���SUREDEO\�E\�HUHFWLQJ�VRXQG�EDUULHUV�

,Q�WKH�FRPSDQ\�V�RSLQLRQ�WKH�6ZHGLVK�SXPSV�DUH�QRW�QRLV\�FRPSDUHG�WR�&KLQHVH
SXPSV��DOWKRXJK�WKHUH�LV�DW�OHDVW�RQH�EUDQG�LQ�&KLQD�ZKLFK�LV�OHVV�QRLV\�
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,QVWDOODWLRQ�VXSHUYLVLRQ
$FFRUGLQJ�WR�WKH�FRQWUDFW�WKH�6ZHGLVK�VXSSOLHU�VKRXOG�KDYH�FRPH�WR�'DOLDQ�WR�DVVLVW
LQ�LQVWDOODWLRQ�DQG�WHVW�UXQQLQJ��%XW�WKH�FRPSDQ\�GHFLGHG�WR�GR�ZLWKRXW�H[WHUQDO
DVVLVWDQFH�DQG�XVH�WKH�FRUUHVSRQGLQJ�IXQGV�WR�EX\�DGGLWLRQDO�KDUGZDUH�LQVWHDG�
,Q�WKH�ZRUGV�RI�WKH�&KLHI�(QJLQHHU��µZH�WKRXJKW�WKDW�ZH�ZHUH�H[SHULHQFHG�HQRXJK�WR�GR
WKH�MRE�RXUVHOYHV�

6RPH�RI�WKH�VWDII�LQWHUYLHZHG�WROG�D�GLIIHUHQW�VWRU\��,Q�WKHLU�UHFROOHFWLRQ�WKH
FRPSDQ\�+DG�DVNHG�3RZHUSLSH�WR�VHQG�LWV�WHFKQLFLDQV��EXW�WKH�6ZHGLVK�VXSSOLHU�KDG
GHFOLQHG�UHIHUULQJ�WR�WKH�IDFW�WKDW�WKHUH�KDG�EHHQ�D�ORQJ�GHOD\�LQ�WKH�LQVWDOODWLRQ�DQG
WKDW�WKH�VXSSOLHU�WKHUHIRUH��DFFRUGLQJ�WR�FRQWUDFW��ZDV�XQGHU�QR�REOLJDWLRQ�WR�VHQG
VRPHRQH��VLQFH�WKH�FRPSDQ\�V�REOLJDWLRQ�LQ�WKDW�UHVSHFW�KDG�DOUHDG\�H[SLUHG�
$FFRUGLQJ�WR�WKLV�YHUVLRQ��WKH�6ZHGLVK�VXSSOLHU��EHFDXVH�WKH�WLPH�SHULRG�VWLSXODWHG�LQ
WKH�FRQWUDFW�KDG�HODSVHG��ZDQWHG�WR�KDYH�DQ�H[WUD�IHH�WR�FRPH�DQG�DVVLVW�LQ�WKH
LQVWDOODWLRQ�

)XUWKHU�GLVFXVVLRQV�RQ�WKLV�SRLQW�KDV�OHG�PH�WR�EHOLHYH�WKDW�WKH�IRUPHU�YHUVLRQ�LV�WKH
FRUUHFW�RQH��EXW��MXVW�DV�UHJDUGLQJ�WKH�SXPSV�DERYH��WKH�GHYLDWLQJ�UHFROOHFWLRQ�LV
LQWHUHVWLQJ�EHFDXVH�LW�VHHPV�WR�VXJJHVW�WKDW�SHUVRQQHO�WUDLQLQJ�OHDYHV�VRPHWKLQJ�WR�EH
GHVLUHG�

7KH�DEVHQFH�RI�WKH�6ZHGLVK�LQVWDOODWLRQ�VXSHUYLVRUV�ZDV�D�JHQHUDO�RFFXUUHQFH��7KHUH
ZDV�QR�6ZHGLVK�H[SHUW�SUHVHQW�IRU�DQ\�RI�WKH�LQVWDOODWLRQV�RI�DQ\�RI�WKH�6ZHGLVK
ILQDQFHG�HTXLSPHQWV��QRW�IRU�WKH�KHDW�H[FKDQJHUV�QRW�IRU�DQ\�RWKHU�RI�WKH�HTXLSPHQW�
0\�TXHVWLRQ�KRZ�FRXOG�WKH\�PDQDJH�ZLWKRXW�WKH�6ZHGLVK�WHFKQLFLDQV�ZDV�DQVZHUHG
ZLWK��µ:HOO��ZH�GLG�WKH�MRE�RXUVHOYHV��EXW�WKH�SUHVHQFH�RI��6ZHGLVK�WHFKQLFLDQV�WR
VXSHUYLVH�DQG�WR�JLYH�DGYLFH�ZRXOG�KDYH�JUHDWO\�IDFLOLWDWHG�WKH�ZRUN�µ

$�JHQHUDO�SUREOHP�UHSRUWHG�SUHVHQW�Z�U�W��DOO�WKH�6ZHGLVK�HTXLSPHQW�LV�WKH�ODFN�RI
RULJLQDO�VSDUH�SDUWV��7KLV�LV�REYLRXVO\�VHHQ�EH�WKH�HQJLQHHUV�DQG�WHFKQLFLDQV��ZKR
ZHUH�WKH�RQHV�XVXDOO\�DFFRPSDQ\LQJ�PH�LQ�WKH�VLWH�YLVLWV��DV�D�UHDO�SUREOHP��$W�WKH
VDPH�WLPH�LW�LV�FOHDU�WKDW�PDQDJHPHQW�UHVSRQVLEOH�IRU�WKH�LPSRUW�FRQWUDFW�JDYH
SUHIHUHQFH�WR�VDYH�WKH�FRQWUDFW�PRQH\�WR�EH�XVHG�IRU�KDUGZDUH�DW�WKH�H[SHQVH�RI��RQ
WKH�RQH�KDQG��VSDUH�SDUWV�DQG�WKH�RWKHU��WUDLQLQJ�DQG�VXSHUYLVLRQ�

)LQGLQJ��$�JHQHUDO�SUREOHP�H[SHULHQFHG�E\�WHFKQLFLDQV
Z�U�W��DOO�WKH�6ZHGLVK�HTXLSPHQW�LV�DQ�DFXWH�ODFN�RI
RULJLQDO�VSDUH�SDUWV��$W�WKH�VDPH�WLPH�LW�LV�FOHDU�WKDW
PDQDJHPHQW�UHVSRQVLEOH�IRU�WKH�LPSRUW�FRQWUDFW
SUHIHUUHG�WR�XVH�WKH�DYDLODEOH�FUHGLW�IXQGV�IRU�KDUGZDUH
DW�WKH�H[SHQVH�RI��RQ�WKH�RQH�KDQG��VSDUH�SDUWV�DQG�WKH
RWKHU��WUDLQLQJ�DQG�VXSHUYLVLRQ�



83

9,6,7�72�68%�67$7,216
$�W\SLFDO�VXEVWDWLRQ��HTXLSSHG�ZLWK�6ZHGLVK�HTXLSPHQW��ORRNV�OLNH�WKLV�

��6L[�SXPSV�ZLWK�D�WRWDO�FDSDFLW\�RI�VHUYLQJ���������VTP�KHDWLQJ�DUHD�
������ �[���KHDW�H[FKDQJHUV�RI�W\SH�9lUPHYl[ODUH�´$-(:(;µ����´$UPDWXU

-RQVVRQµ��DQG�+HDW�([FKDQJHU�$-���������
��DQ��DXWRPDWLF�WHPSHUDWXUH�FRQWUROOLQJ�YDOYH�IRU�HDFK�JURXS�RI�ILYH�KHDW

H[FKDQJHUV
��(DFK�VXEVWDWLRQ�DOVR�KDV�RQH�XQLW�RI�D�´VLQJOH�SDQHO�FRQWUROOLQJ�V\VWHP�´6DWW

FRQWUROµ

,QVWDOODWLRQV�LQ�WKH�VXEVWDWLRQ�ZH�YLVLWHG�ZDV�ILQLVKHG�LQ�������7KH�VWDWLRQ�LV�D�QHZO\
EXLOW�RQH��%HIRUH�HDFK�KRXVH�LQ�WKLV�DUHD�KDG�D�ERLOHU�RI�LWV�RZQ�FDXVLQJ�H[WHQVLYH
SROOXWLRQ�

3UREOHPV

&RQWURO�SDQHO
2QH�RI�WKH�FRPSRQHQWV�EURNH�GRZQ��DQG�EHFDXVH�WKH�FRPSDQ\�KDV�QR�DFFHVV�WR
VSDUH�SDUWV�WKH�HQWLUH�SDQHO�KDV�EHHQ�RXW�RI�RSHUDWLRQ�VLQFH�

,Q�WKH�FRQWURO�URRP�WKHUH�LV�DOVR�D�ODUJH�SXPS�FRQWUROOLQJ�SDQHO��SURGXFHG�LQ
&KLQD�ZKLFK�UHSRUWHGO\�IXQFWLRQV�TXLWH�ZHOO�

$FFRUGLQJ�WR�WKH�FRPSDQ\�LW�LV�RQO\�LQ�WKH�VXEVWDWLRQ�WKDW�,�YLVLWHG�ZKHUH�WKH
FRQWUROOLQJ�SDQHO�LV�RXW�RI�RUGHU�

3XPSV��µ$%%�0RWRUV��0%7����/µ�
)RU�WKUHH�RI�WKH�VL[�SXPSV�WKH�FDSDFLW\�ZDWHU�IORZ�SHU�KRXU�LV�����WRQV��ZKLOH�WKH
HQJLQH�V�FDSDFLW\�RQO\�SHUPLWV����WRQV��,Q�RWKHU�ZRUGV�WKH�HQJLQH�LV�WRR�VPDOO�WR
KDQGOH�WKH�PDUNHG�ZDWHU�IORZ�FDSDFLW\�

1RLVH�OHYHO�IRU�WKHVH�SXPSV�LV�VDLG�WR�EH�ORZHU�WKDQ�IRU�GRPHVWLF�SXPSV�

,Q�WZR�RI�WKH�SXPSV��D�UXEEHU�VHDO�KDV�EURNHQ�DQG�WKH�FRPSDQ\�LV�XVLQJ�D�GRPHVWLF
VSDUH�SDUW�LQVWHDG��µ:H�KDG�QR�FKRLFH�RWKHU�WKDQ�WR�XVH�D�&KLQHVH�VSDUH�SDUW��EXW
REYLRXVO\�WKH�6ZHGLVK�RULJLQDO�SDUW�ZRXOG�EH�EHWWHUµ�

7KLV�ZRXOG�WKXV�VHHP�WR�EH�DQRWKHU�H[DPSOH���LQ�D�ORQJ�URZ�RI�FDVHV���ZKHUH
WKH�FRPSDQ\�V�IDLOXUH�WR�LQFOXGH�VXIILFLHQW�VSDUH�SDUWV�LQ�WKH�6ZHGLVK�LPSRUW�RUGHU
KDV�EHHQ�GHWULPHQWDO�
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+HDW�H[FKDQJHUV
7KLV�LV�D�ZDWHU�WR�ZDWHU��KHDW��H[FKDQJH�VR�QR�PHDVXULQJ�LQVWUXPHQW�LV�QHHGHG��7KH
FRPSDQ\�V�H[SHULHQFH�ZLWK�WKHVH�LV�JRRG��7KHUH�KDYH�EHHQ�QR�SUREOHPV�ZKDWVRHYHU
VR�IDU�ZLWK�WKHVH�KHDW�H[FKDQJHUV�LQVWDOOHG�LQ������
3ODQW�PDQDJHU�GRHV�QRW�NQRZ�DERXW�WKH�SURGXFWLRQ�RI�KHDW�H[FKDQJHUV�RSHQHG�XS�E\
$OID�/DYDO�LQ�6RXWKHUQ�&KLQD�LQ������

7HPSHUDWXUH�FRQWUROOLQJ�YDOYHV
7KH�VXE�VWDWLRQV�ILYH�WHPSHUDWXUH�FRQWUROOLQJ�YDOYHV��DUH�QRW�LQ�RSHUDWLRQ�DW�DOO�VLQFH�WKH
FRQWUROOLQJ�SDQHO�UHJXODWLQJ�WKHP�KDV�EURNHQ�GRZQ��7KLV�LV�KRZHYHU�RQO\�LQ�WKH
VXEVWDWLRQ�ZKLFK�,�YLVLWHG�

%HIRUH�WKHVH�YDOYHV�ZHUH�FORVHG�GRZQ�WKH\�KDG�RQO\�RSHUDWHG�IRU�RQH�PRQWK
VR�WKH�FRPSDQ\�GRHV�QRW�\HW�UHDOO\�NQRZ�LI�WKH�TXDOLW\�JRRG�
6XFK�YDOYHV�GR�H[LVW�LQ�WKH�&KLQHVH�ORFDO�PDUNHW�DQG�WR�WKH�NQRZOHGJH�RI�WKH
WHFKQLFLDQV�LQWHUYLHZHG�E\�PH�WKHUH�LV��QR�GLIIHUHQFH�EHWZHHQ�WKH�LPSRUWHG�DQG�WKH
&KLQHVH�FRQWUROOLQJ�YDOYHV�

,QVWDOODWLRQ�VXSHUYLVLRQ
7KHUH�ZHUH�QR�6ZHGLVK�WHFKQLFLDQV�SUHVHQW�DW�WKH�LQVWDOODWLRQV�RI�DQ\�RI�WKH�VXE�
VWDWLRQV��2QO\�RQFH�GLG�D�FRPSXWHU�WHFKQLFLDQ�DUULYH��$FFRUGLQJ�WR�P\�VRXUFHV�LW�LV
VXUH�WKDW�WKH�LQVWDOODWLRQ�ZRUN�EHFDPH�PXFK�PRUH�GLIILFXOW�EHFDXVH�RI�WKLV�

,QVXODWHG�SLSHV
7KH�LQVXODWHG�SLSHV�IURP�6ZHGHQ�ZHUH�LQVWDOOHG�VXFFHVVIXOO\�LQ����������FRYHULQJ�D
WRWDO�OHQJWK�RI����NPV�IURP�WKH�FHQWUDO�VWDWLRQ�WR�WKH�VXEVWDWLRQV�
)RDP�ZDV�XVHG�WR�FRYHU�WKH�FRQQHFWLRQV�RI�WKH�6ZHGLVK�SLSHV�

)RDPLQJ�PDFKLQH
7KH�IRDP�PDFKLQH�ZDV��ZRUNLQJ�ZHOO�XQWLO�LW�EURNH�GRZQ��$JDLQ��GXH�WR�ODFN�RI�VSDUH
SDUWV�LW�ZDV�RXW�RI�RSHUDWLRQ��1RZ�WKH�VSDUH�SDUWV�KDYH�EHHQ�UHFHLYHG�EXW�QRW�\HW
LQVWDOOHG��VR�WKH�PDFKLQH�LV�VWLOO�QRW�IXQFWLRQLQJ��,Q�WKH�SODQW�PDQDJHU�V�RSLQLRQ�WKH
ZHDU�DQG�WHDU�RI�WKH�IRDPLQJ�PDFKLQH�H[SHULHQFHG�E\�WKH�FRPSDQ\�LV�D�QRUPDO�RQH�
%XW�DQ�DGHTXDWH�VXSSO\�RI�VSDUH�SDUWV�DUH�QHHGHG�

7UDLQLQJ�DQG�VXSHUYLVLRQ
7KHUH�DUH�PDQ\�LQGLFDWLRQV�VXJJHVWLQJ�WKDW�WKH�DPRXQW�RI�WUDLQLQJ�DQG�VXSHUYLVLRQ��LQ�WKH
FRQWUDFW�ZDV�LQVXIILFLHQW��7KHUH�VHHPV�WR�KDYH�EHHQ�D�VWURQJ�WHPSWDWLRQ�IRU�WKH
FRPSDQ\�WR�XVH�PRQH\��SRWHQWLDOO\�GHVWLQHG�IRU�WUDLQLQJ�DQG�VXSHUYLVLRQ�SXUSRVHV��IRU
LPSRUWLQJ�DGGLWLRQDO�HTXLSPHQW�LQ�VWHDG��7RGD\�LW�ZRXOG�VHHP�WKDW�PDQ\�LQ�WKH
FRPSDQ\�ZLVK�WKDW�PRUH�WUDLQLQJ�DQG�VXSHUYLVLRQ�KDG�EHHQ�LQFOXGHG�
2QH�HQJLQHHU�UHPDUNHG�

µ7KH�&,7&��WKH�%HLMLQJ�,PSRUW�DJHQF\�QHJRWLDWLQJ�DQG�VLJQLQJ��WKH�LPSRUW�FRQWUDFW��GLG�QRW
PDNH�LW�FOHDU�WR�XV�WKDW�LW�ZDV�LPSRUWDQW�WR�LQFOXGH�VXSHUYLVLRQ�LQ�WKH�FRQWUDFW��:H�RXUVHOYHV�KDG�QR
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H[SHULHQFH�ZKDWVRHYHU�IURP�LQWHUQDWLRQDO�SURFXUHPHQW��VR�ZH�ZHUH�WDXJKW�D�OHVVRQ�KHUH��,Q�UHWURVSHFW�LW
VHHPV�FOHDU�WKDW�H�VKRXOG�KDYH�LQFOXGHG�VXSHUYLVLRQ�LQ�WKH�FRQWUDFW��WKLV�ZH�ZLOO�VXUHO\�GR�LQ�WKH�IXWXUHµ�

7KH�DSSUDLVDO�VWXG\��FRQWUDFWHG�E\�%,76��VWURQJO\�HPSKDVL]HG�WKDW�PRUH�WUDLQLQJ�DQG
VXSHUYLVLRQ�VKRXOG�EH�LQFOXGHG�
�2QH�UHDVRQ�ZK\�WKH�FRPSDQ\�ZDV�UHOXFWDQW�WR�LQFOXGH�PRUH�WUDLQLQJ�DQG�VXSHUYLVLRQ

ZDV�WKDW�WKH�FRPSDQ\��NQRZLQJ�WKDW�3RZHUSLSH�LV�D�PDQXIDFWXUHU�RI�SLSHV�RQO\��GLG�QRW
WKLQN�WKDW�VXFK�WUDLQLQJ�ZRXOG�EH�YHU\�XVHIXO��)RU�WKH�FRPSDQ\�V�PDLQ�WUDLQLQJ�QHHGV
ZHUH�QRW�LQ��SLSH�LQVWDOODWLRQ��EXW�UDWKHU�LQ�RWKHU�DUHDV�

5HJDUGLQJ�WKH�LQVWDOODWLRQ�VXSHUYLVLRQ�WKH�FRPSDQ\�WKRXJKW�WKDW�VLQFH�HLJKW�SHUVRQV
IURP�WKH�FRPSDQ\�KDG�JRQH�WR�6ZHGHQ�IRU�D����GD\V�RI�LQWHQVLYH�WUDLQLQJ��LW�ZRXOG�EH
DEOH�WR�LQVWDOO�WKH�6ZHGLVK�HTXLSPHQW�DORQH�ZLWKRXW�WKH�KHOS�RU�VXSHUYLVLRQ�RI�WKH
6ZHGLVK�H[SHUWV��7KH\�WKHUHIRUH�FKRVH�WR�XVH�WKH�PRQH\�IRU�LPSRUWLQJ�DGGLWLRQDO
HTXLSPHQW�LQVWHDG�RI�SD\LQJ�IRU�6ZHGLVK�H[SHUWV�WR�FRPH�KHUH�IRU�WKH�VXSHUYLVLRQ�

,Q�UHWURVSHFW�WKH�FRPSDQ\�IHHOV�WKDW�WKH�WUDLQLQJ�FDUULHG�RXW��LQ�6ZHGHQ�ZDV�WLPHG�WRR
HDUO\��EHFDXVH�LW�ZDV�ORQJ�EHIRUH�WKHLU�RZQ�LQVWDOODWLRQ�ZDV�GXH�

7KH�FRPSDQ\�DOVR�IHHOV�WKDW��VLQFH�WKH�FRQWUDFW�ZLWK�WKH�6ZHGLVK�VXSSOLHU�GLG�QRW�VSHFLI\
H[DFWO\�WKH�FRQWHQWV�DQG�QDWXUH�RI�WKH�WUDLQLQJ��WKH�VXSSOLHU�VKRXOG�WKHUHIRUH�KDYH
SUHVHQWHG�WKH�FRPSDQ\�ZLWK�D�SODQ�DQG�D�VXJJHVWLRQ�IRU�WKH�WUDLQLQJ�WR�EH�FDUULHG�RXW�
%XW�WKDW�ZDV�QRW�GRQH�

7KH�WRWDO�WUDLQLQJ�DQG�VXSHUYLVLRQ�WKDW�WRRN�SODFH�LQ�WKLV�SURMHFW�LV�WKH�IROORZLQJ�

%HIRUH�WKH�FRQWUDFW�VLJQLQJ�
����PLVVLRQ�LQYHVWLJDWLQJ�WKH�HTXLSPHQW�LQ�6ZHGHQ����SHRSOH�IRU����GD\V�LQ�����

����PLVVLRQ�LQYHVWLJDWLQJ�WKH�HTXLSPHQW�LQ�6ZHGHQ����SHRSOH�IRU����GD\V�LQ�����

$IWHU�WKH�VLJQLQJ�RI�WKH�FRQWUDFW�
����7UDLQLQJ�VHPLQDU�FRXUVH����SHRSOH�IRU����GD\V�LQ�������7KHVH�ZHUH�PDLQO\�WKH�FRPSDQ\

HQJLQHHUV�DQG�DOO�RI�WKHP�DUH�VWLOO�HPSOR\HG�E\�WKH�FRPSDQ\�

����&RXUVH�LQ�FRPSXWRU�V\VWHPV����SHRSOH�IRU����GD\V�LQ�0DOP|��$OID�/DYDO��LQ������

����'HOHJDWLRQ�IRU�GLVFXVVLQJ�ZLWK�3RZHUSLSH�DQG�$OID�/DYDO�LQ�6ZHGHQ��*|WHERUJ�DQG�0DOP|�
LQ���������SHUVRQV�IRU����GD\V

,WHPV�����DQG���ZHUH�ILQDQFHG�RXW�RI�WKH�FRQWUDFW�DPRXQW�
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$V�IRU�WKH�6ZHGLVK�VXSSOLHU�V�YLVLWV�WR�'DOLDQ�WKHUH�KDYH��LQ�WKH�H\HV�RI�WKH�FRPSDQ\�
EHHQ�µYHU\�IHZµ�IHZ�VXFK�YLVLWV���%HIRUH�WKH�VLJQLQJ�RI�WKH�FRQWUDFW��WKUHH�SHRSOH�FDPH�D
WRWDO�RI�WKUHH�WLPHV�WR�'DOLDQ�VWD\LQJ�IURP���WR���GD\V�HDFK�WLPH��$IWHU�WKH�FRQWUDFW�ZDV
VLJQHG�WKHUH�KDYH�EHHQ�WKH�IROORZLQJ�YLVLWV�

��RQH�SHUVRQ�FDPH�WZLFH�VWD\LQJ�IRU�WZR�GD\V�HDFK�WLPH
��RQH�H[SHUW�IURP�$OID�/DYDO�FDPH�RQFH�DQG�VSHQW����GD\V�ZRUNLQJ�RQ�WKH

FRQWURO�V\VWHP
��RQH�UHSUHVHQWDWLYH�IURP�3RZHUSLSH�FDPH�LQ������

1RERG\�KDG�YLVLWHG�DIWHU�WKH�LQVWDOODWLRQ�RI�WKH�PDFKLQHU\�

$FFRUGLQJ�WR�WKH�*HQHUDO�0DQDJHU�WUDLQLQJ��RI�SHUVRQQHO�WRGD\�VWDQGV�RXW�DV�SHUKDSV�WKH
PRVW�LPSRUWDQW�QHHG�IRU�WKH�FRPSDQ\��,Q�KLV�YLHZ�WKH�EHVW�KHOS�WKH�&RPSDQ\�FRXOG�JHW
ZRXOG�EH�WUDLQLQJ�VXSSOLHG�IUHH�RI�FKDUJH�LQ�PDLQWHQDQFH��UHSDLULQJ��LQVWDOODWLRQ�
HQYLURQPHQWDO�DVSHFWV�HWF�

7KH�DUHDV�ZKHUH�WKH�FRPSDQ\�V�FXUUHQW�WUDLQLQJ�QHHGV�DUH�IHOW�WR�EH�WKH�PRVW
XUJHQW�DUH�WKH�IROORZLQJ�

��SLSH�LQVWDOODWLRQV
��IRDPLQJ�PDFKLQH�RSHUDWLRQ
��WKH�ZHOGLQJ�RI�WKH�FRQQHFWLRQV�LQ�WKH�SLSHV
��WKH�FRQWURO�V\VWHP
��WKH�IUHTXHQF\�FRQYHUWHU

)LQGLQJ��7KHUH�DUH�PDQ\�LQGLFDWLRQV�VXJJHVWLQJ�WKDW�WKH
DPRXQW�RI�WUDLQLQJ�DQG�VXSHUYLVLRQ��LQ�WKH�FRQWUDFW�ZDV
LQVXIILFLHQW��7KHUH�VHHPV�WR�KDYH�EHHQ�D�VWURQJ�WHPSWDWLRQ�IRU
WKH�FRPSDQ\�WR�XVH�PRQH\��SRWHQWLDOO\�GHVWLQHG�IRU�WUDLQLQJ
DQG�VXSHUYLVLRQ�SXUSRVHV��IRU�LPSRUWLQJ�DGGLWLRQDO�HTXLSPHQW
LQ�VWHDG��7RGD\�LW�ZRXOG�VHHP�WKDW�PDQ\�LQ�WKH�FRPSDQ\
ZLVK�WKDW�PRUH�WUDLQLQJ�DQG�VXSHUYLVLRQ�KDG�EHHQ�LQFOXGHG�

7R�XQGHUVFRUH�WKH�LPSRUWDQFH�DWWDFKHG�WR�WKH�WUDLQLQJ�IDFWRU�WKH�FRPSDQ\�LV�WRGD\
SUHSDULQJ�D�UHTXHVW�IRU�6ZHGLVK�RU�RWKHU�DLG�LQ�VHWWLQJ�XS�D�WUDLQLQJ�LQVWLWXWH�LQ�GLVWULFW
KHDWLQJ�WHFKQRORJ\��LQ�'DOLDQ��7KH�VWXGHQWV�RI�VXFK�DQ�LQVWLWXWH�ZRXOG�QRW�EH�RQO\�WKH
FRPSDQLHV�RZQ�VWDII��6WXGHQWV�ZRXOG�EH�UHFUXLWHG�IURP�DOO�RYHU�&KLQD��7KH�IDFXOW\
ZRXOG�EH�&KLQHVH�EXW�6ZHGLVK�RU�RWKHU�IRUHLJQ�WHDFKHUV�H[SHUWV�FRXOG�FRPH�DQG�YLVLW
IURP�WLPH�WR�WLPH��7KH�LQYHVWPHQW�FRVW�LV�HVWLPDWHG�WR�VRPH��������86'��ZKLFK�ZRXOG
FRYHU�LQIUDVWUXFWXUH��DQG�HTXLSPHQW��HWF��$�EXLOGLQJ��QH[W�WR�WKH�SUHVHQW�&HQWUDO�VWDWLRQ�
ZRXOG�EH�SURYLGHG�E\�WKH�SURYLQFLDO�JRYHUQPHQW��2SHUDWLRQDO�FRVWV�DUH�H[WUD�
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'RPHVWLF�YHUVXV�LPSRUWHG�HTXLSPHQW
$�TXHVWLRQ�ZKLFK�ZDV�FRQVWDQWO\�SUHVHQW�LQ�WKH�LQWHUYLHZV�ZDV�ZKHWKHU�RU�QRW�WKH
FRPSDQ\�FRXOG�MXVW�DV�ZHOO��RU�DOPRVW�DV�ZHOO��KDYH�XVHG�GRPHVWLFDOO\�SURGXFHG
HTXLSPHQW�LQVWHDG�RI�WKH�LPSRUWHG�6ZHGLVK�RQH��0RUH�RIWHQ�WKDQ�QRW�WKH�DQVZHU�JLYHQ
E\�WKH�FRPSDQ\�ZDV�µ\HVµ��$QG�WKH�DQVZHU�WR�P\�IROORZ�XS�TXHVWLRQ�RI
µZK\�GLGQ·W�\RX"µ�ZDV�RIWHQ�DORQJ�WKH�IROORZLQJ�OLQHV�

µ$W�WKH�WLPH�WKH�6ZHGLVK�RQHV�VHHPHG�PXFK�PRUH�DWWUDFWLYH�DQG�EHWWHU�WKDQ�WKH�&KLQHVH�RQHV�
7KH�UHVLGHQWLDO�DUHD�ZKHUH�WKH�FHQWUDO�VWDWLRQ�LV�ORFDWHG�LV�D�PRGHO�DUHD�DQG�WKHUHIRUH�ZH�ZDQWHG�RQO\
WKH�EHVW��DQG�PRVW�PRGHUQ�HTXLSPHQW�WR�EH�LQVWDOOHG�WKHUH�µ

7KHUH�LV�QR�GHQ\LQJ�WKDW�WKH�IDFW�WKDW�D�FRQFHVVLRQDU\�6ZHGLVK�FUHGLW�ZDV�RIIHUHG�
PRVW�SUREDEO\�DOVR�LQIOXHQFHG�WKH�FKRLFH�RI�DW�OHDVW�VRPH�RI�WKH�HTXLSPHQW��(YHQ�LI
WKH�FRPSDQ\�DFWXDOO\�WKRXJKW�WKDW�WKH�TXDOLW\�RI�IRU�LQVWDQFH��6ZHGLVK�SXPSV�ZDV
VXSHULRU�WR�WKH�&KLQHVH�LW�LV�TXLWH�FOHDU�WKDW�WKH\��PLJKW�QRW�KDYH�RSWHG�IRU�WKH
6ZHGLVK�RQHV�LI�WKH\�KDG�QRW�EHHQ�RIIHUHG�DV�SDUW�RI�D�SDFNDJH�ILQDQFHG�XQGHU
FRQFHVVLRQDU\�ILQDQFLQJ��7KH�IROORZLQJ�DUJXPHQW�ZDV�KHDUG�RIWHQ�

µ$V�ZH�KDG�D�FKHDS�FUHGLW�IURP�6ZHGHQ��DQG�ZH�KDG�QR�FUHGLW�ZKLFK�ZRXOG�DOORZ�XV�WR�EX\
&KLQHVH�HTXLSPHQW��WKHUHIRU�LW�ZDV�QDWXUDO�WR�EX\�WKH�6ZHGLVK�SXPSV��$�&KLQHVH�FUHGLW�LI�\RX�FDQ�JHW
RQH��LV�PXFK�PRUH�H[SHQVLYH�WKDQ�WKH�6ZHGLVK�RQH�µ

7R�VXP�XS��WKH�&KLQHVH�HQG�XVHU�EHOLHYHV�WKDW�WKH�TXDOLW\�RI��&KLQHVH�HTXLSPHQW�LV�QRW
\HW�JRRG�HQRXJK��EXW�WKH\�DGPLW�IUHHO\�WKDW�DQ�LPSRUWDQW�UHDVRQ�IRU�EX\LQJ�WKH�6ZHGLVK
HTXLSPHQW�ZDV�WKDW�WKH�FRPSDQ\�ZDV�RIIHUHG�D�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�

&RQFOXVLRQ��(YHQ�WKRXJK�WKH�&KLQHVH�HQG�XVHU�EHOLHYHV
WKDW�WKH�TXDOLW\�RI��&KLQHVH�HTXLSPHQW�LV�QRW�\HW�JRRG�HQRXJK
WR�FRPSHWH�ZLWK�LPSRUWHG�6ZHGLVK�HTXLSPHQW��WKH\�DGPLW
IUHHO\�WKDW�DQ�LPSRUWDQW�UHDVRQ�IRU�EX\LQJ�WKH�6ZHGLVK
HTXLSPHQW�ZDV�WKDW�WKH�FRPSDQ\�ZDV�RIIHUHG�D�6ZHGLVK
FRQFHVVLRQDU\�FUHGLW�

7KH�RQO\�UHDO�ZD\�WR�NQRZ�KRZ�DWWUDFWLYH�6ZHGLVK�HTXLSPHQW�LV�IRU�WKH�&KLQHVH�GLVWULFW
KHDWLQJ�FRPSDQLHV��FRQVLGHULQJ�LWV�SULFH��TXDOLW\�DQG�SHUIRUPDQFH��ZRXOG�EH�WR�REVHUYH
ZKDW�WKH\�ZRXOG�EX\�LI�WKH\�ZHUH�RIIHUHG�D�FRQFHVVLRQDU\�JUDQW�XQWLHG�WR�SXUFKDVHV�LQ
6ZHGHQ��)DFHG�ZLWK�WKLV�K\SRWKHWLFDO�TXHVWLRQ�D�FRPPRQ�DQVZHU�ZDV�WKDW�D�VXEVWDQWLDO
DPRXQW�RI�&KLQHVH�HTXLSPHQW�ZRXOG�EH�SXUFKDVHG��PDLQO\�EHFDXVH�LW�LV�VR�PXFK
FKHDSHU�WKDQ�WKH�6ZHGLVK�RQH�
+RZHYHU�LQ�DVVHVVLQJ�WKLV�DQVZHU�RQH�PXVW�EHDU�LQ�PLQG�WKDW�WKH�&KLQHVH�'+
FRPSDQLHV�DUH�QRW�\HW�IXOO\�DXWRQRPRXV�ZLWK�UHVSHFW�WR�ORQJ�UXQ�UHVSRQVLELOLW\�IRU
SURILWV�DQG�ORVVHV��,I�WKH\�KDG�D�FRPSOHWH�DXWRQRP\�SHUKDSV�WKH\�ZRXOG�EH�PRUH�TXDOLW\
RULHQWHG���DQG�ZLOOLQJ�WR�SD\�D�KLJKHU�SULFH�IRU�KLJKHU�TXDOLW\�NQRZLQJ�WKDW�WKLV�VWUDWHJ\
ZRXOG�LQ�WKH�HQG�WXUQ�RXW�WR�EH�WKH�PRVW�HFRQRPLF�RQH�
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2IWHQ�WKH�LPSUHVVLRQ�JLYHQ�ZDV�WKDW�WKH�SULFH�RI�WKH�6ZHGLVK�HTXLSPHQW�PD\�KDYH
EHHQ�WZLFH�WKDW�RI�WKH�&KLQHVH��EXW�WKDW�WKH�WHFKQLFDO�GXUDELOLW\�ZDV�WKUHH�RU�IRXU�RU�ILYH
WLPHV�ORQJHU��,I�WKLV�LV�WUXH�WKHQ�LW�LV�FOHDUO\�HFRQRPLF�WR�RSW�IRU�WKH�PRUH�H[SHQVLYH
HTXLSPHQW�

$�FDVH�LQ�SRLQW�LV�SURYLGHG�E\�D�UHFHQW�LQYHVWPHQW�GRQH�LQ�WKH�VHFRQG�SRZHU�SODQW�EHLQJ
EXLOW�LQ�'DOLDQ��7KHUH��HYHQ�WKRXJK�WKH�FRPSDQ\�ZDV�KHUH�XVLQJ�LWV�RZQ�SURSHU�IXQGV�LW
VWLOO�FKRVH�WR�EX\�WKH�ERLOHU�LQ�WKH�86$�VLPSO\�EHFDXVH�LW�LV�VR�PXFK�EHWWHU�TXDOLW\�WKDQ
WKH�&KLQHVH�RQH�

2Q�WKH�RWKHU�KDQG�ZH�PD\�FRQVLGHU�WKH�IDFW�WKDW��LQ�DGGLWLRQ�WR�''+��WKHUH�DUH
DQRWKHU�IRXU�SXEOLF�FRPSDQLHV��GHDOLQJ�ZLWK�KHDW�SURGXFWLRQ�DQG�GLVWULFW�KHDWLQJ�LQ
'DOLDQ��DOO�XVLQJ�GRPHVWLF�HTXLSPHQW��$QG�DV�IDU�DV�LV�NQRZQ�WKH\�VHHP�WR�EH�GRLQJ
ZHOO�

&RQFOXVLRQ��7KHUH�DUH��WRGD\�PDQ\�VHPL�DXWRQRPRXV�
SXEOLF�GLVWULFW�KHDWLQJ�FRPSDQLHV�WKDW�DUH�LQYHVWLQJ�LQ
&KLQHVH�HTXLSPHQW�LQVWHDG�RI�LPSRUWHG�RQH��%XW�RQH
PXVW�FRQVLGHU�WKH�IDFW�WKDW�LI�WKHVH�FRPSDQLHV�ZHUH
FRPSOHWHO\�DXWRQRPRXV�Z��U�W��ORQJ�UXQ�SURILWV�DQG�ORVVHV
SHUKDSV�WKH\�ZRXOG�EH�PRUH�TXDOLW\�RULHQWHG���DQG
ZLOOLQJ�WR�SD\�D�KLJKHU�SULFH�IRU�KLJKHU�TXDOLW\�NQRZLQJ
WKDW�WKLV�VWUDWHJ\�ZRXOG�LQ�WKH�HQG�WXUQ�RXW�WR�EH�WKH�PRVW
HFRQRPLF�RQH�

,QFOXVLRQ�RI�KRW�WDS�ZDWHU
$�GHILQLWH�GUDZ�EDFN�ZLWK�WKH�GHVLJQ�RI�WKH�SURMHFW�LV�WKDW�WKH�V\VWHP�GRHV�QRW�LQFOXGH
WKH�SURYLVLRQ�RI�KRW�WDS�ZDWHU�WR�WKH�RIILFHV�DQG�UHVLGHQFHV�VHUYHG�E\�WKH�FRPSDQ\�V
KHDWLQJ�VHUYLFH��,Q�FKDSWHU�,�DERYH�LW�ZDV�DUJXHG�WKDW�VXFK�D�VROXWLRQ�PDNHV�WKH�'+
V\VWHP�PRUH�HIILFLHQW�DV�ZHOO�DV�PRUH�HFRQRPLFDO��,Q�WKH�IXWXUH�WKH�FRPSDQ\�SODQV�WR�GR
WKDW�

7RGD\�VRPH�ELJ�KRWHOV�DQG�VRPH�RWKHU�XVHUV�ZKR�QHHG�KRW�ZDWHU�\HDU�URXQG�DUH
XVLQJ�WKH�FRPSDQ\�V�KRW�ZDWHU��VXSSOLHG�WKURXJK�WKH�'+�V\VWHP��IRU�WKHLU�EDWKURRPV
DQG�WKH�VWHDP�WR�UXQ�VWHDP�HQJLQHV�JHQHUDWLQJ�HOHFWULFLW\�IRU�WKH�DLU�FRQGLWLRQHUV�
7KHUHIRU�WKH�FHQWUDO�VWDWLRQ�RI�WKH�FRPSDQ\�LV�UXQ�DOO�\HDU�DURXQG���EXW�WKH�VXEVWDWLRQV
VXSSO\LQJ�KHDW�WR�UHVLGHQFHV��DUH�FORVHG�GRZQ�IURP�$SULO����WR�1RYHPEHU��WK�
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����)JJIGXW
7KH�HFRQRPLF�VDYLQJV�WR�VRFLHW\�EHFDXVH�RI�WKLV�GLVWULFW�KHDWLQJ�SURMHFW�DUH�YHU\�ODUJH�DV
DUH�WKH�EHQHILFLDO�HIIHFWV��RQ�HQYLURQPHQW�

)LQGLQJ��7KH�HFRQRPLF�VDYLQJV�WR�VRFLHW\
EHFDXVH�RI�WKLV�GLVWULFW�KHDWLQJ�SURMHFW�DUH�YHU\
ODUJH�DV�DUH�WKH�EHQHILFLDO�HIIHFWV��RQ�HQYLURQPHQW�

�����*MRERGMEP�TVSJMXEFMPMX]

7KH�FRVW�RI��KHDW�SURGXFWLRQ�LV�KLJKHU�WKDQ�WKH�WDULII��7DULIIV�WRGD\�DUH����\XDQ�SHU
VTP�IRU�RUGLQDU\�FLWL]HQV������IRU�VKRSSLQJ�FHQWHUV�DQG�EXVLQHVVHV��DQG����IRU
WHDFKHUV��ZKLOH�WKH�FRVW�RI�SURGXFWLRQ�LV����\XDQ�SHU�WRQ�ZKLFK�ZRUNV�RXW�WR����\XDQ
SHU�VTP��7KH�JRYHUQPHQW�KDV�GHFLGHG�WR�UDLVH�WKH�WDULIIV�LQ�WKH�QHDU�IXWXUH�EXW�LW�LV
QRW�\HW�NQRZQ�E\�KRZ�PXFK�
%XW�HYHQ�WKRXJK�WKH�UHYHQXH�UHFHLYHG�SHU�XQLW�RI�KHDWLQJ�LV�ORZHU�WKDQ�WKH

FRUUHVSRQGLQJ�FRVW�WKH�SURMHFW�LV�VWLOO�DEOH�WR�VHUYLFH�LWV�GHEWV��EHFDXVH�RI�VXUSOXVHV
UHDOL]HG�LQ�WKH�FRPSDQ\�V�RWKHU�OLQHV�RI�EXVLQHVV��7KH�GHEW�UHSD\PHQW�UHDOL]HG�E\�WKH
FRPSDQ\�VR�IDU�DUH�����������LQ�'HF������DQG�����������LQ�-XQH������

7KH�WRWDO�VDOHV�UHYHQXH�RI�WKH�SURMHFW�LV�JLYHQ�DV������������<XDQ�IRU������ZKLOH�WKH
FRVW�LV������������<XDQ�WKXV�OHDYLQJ�D�ILQDQFLDO�ORVV�RI������������7KH�FRPSDQ\
EHOLHYHV�WKDW�D�PDUJLQDO�DGMXVWPHQW�XSZDUGV�RI�WKH�KHDW�WDULIIV��RI�D�PDJQLWXGH�WKDW�KDV
DOUHDG\�EHHQ�DQQRXQFHG�LQ�*RY��SODQV��ZRXOG�DOORZ�WKH�FRPSDQ\�WR�UXQ�D�VXUSOXV�DOVR
LQ�LWV�KHDW�JHQHUDWLQJ�DQG�GLVWULEXWLRQ�DFWLYLW\�

7KH�ILQDQFLDO�GHILFLW�LQ�KHDW�GHOLYHU\�WKH�FRPSDQ\�FDQ�WRGD\�FRPSHQVDWH�E\
LWV�SURILWV�LQ�HOHFWULFLW\�VDOHV�WR�WKH�HOHFWULFLW\�FRPSDQ\���7KH�FRPSDQ\�KDV�WZR
DFWLYLWLHV��DSDUW�IURP�GHOLYHULQJ�GLVWULFW�KHDWLQJ�LW�DOVR�VHOOV�HOHFWULFLW\����$SDUW�IURP
VHOOLQJ�HOHFWULFLW\�WKH�FRPSDQ\�LV�DOORZHG�WR�PDNH�DQG�H[SDQG�EXVLQHVV�LQ�RWKHU��QRQ�
UHODWHG��VHFWRUV�DQG�LQ�WKDW�ZD\�UDLVH�ILQDQFH�QHFHVVDU\�WR�FRYHU�ORVVHV�DW�'+
DFWLYLWLHV�

)LQGLQJ��7KH�ILQDQFLDO�GHILFLW�LQ�KHDW�GHOLYHU\
FDQ�WRGD\�EH�FRPSHQVDWHG�E\�SURILWV�UHDOL]HG�LQ
HOHFWULFLW\�VDOHV�ZKLFK�LV�WKH�FRPSDQ\�V�RWKHU
EUDQFK�RI�EXVLQHVV�

(YHQ�WKRXJKW�WKH�HQG�XVHU��'73&��LV�QRW�D�VHSDUDWH�OHJDO�ERG\��IURP�WKH�FLW\
JRYHUQPHQW��LW�LV�FOHDU�WKDW�LW�LV�VWULFWO\�UHVSRQVLEOH�IRU�WKH�LPSOHPHQWDWLRQ�RI�WKH�SURMHFW�
LQFOXGLQJ�QHJRWLDWLRQV��VLJQLQJ�RI�FRQWUDFW�HWF�
7KH�JUDQW�HOHPHQW�LQ�&KLQD�LV�URXWLQHO\�SDVVHG�RQ�WR�WKH�HQG�XVHU�RI�FRQFHVVLRQDU\

FUHGLWV



90

([��DQWH�DSSUDLVDO
$Q�DSSUDLVDO�VWXG\�ZDV�FDUULHG�RXW�E\�WKH�GRQRU��ZKLFK�ZDV�EDVHG�RQ�DQ�DSSUDLVDO
SUHYLRXVO\�FDUULHG�RXW�E\�WKH�&KLQD�1RUWK�(DVW�%XLOGLQJ�GHVLJQ�,QVWLWXWH�LQ�WKH
SURYLQFLDO�FDSLWDO�6KHQ\DQJ��+RZHYHU�WKH�FRQVXOWDQWV�KDYH�DGGHG�FRQWLQJHQFLHV�DQG
VHQVLWLYLW\�DQDO\VLV��DQG�PRGLILHG�VRPH�RI�WKH�ILJXUHV�

7KH�ILQDQFLDO�DQDO\VLV�FDUULHG�RXW�LV�FRPSOHWH��HYHQ�WKRURXJK�UHJDUGLQJ�VRPH
DVSHFWV��DQG�HTXLSSHG�ZLWK�WKH�SURSHU�PHDVXUHV�RI�VHQVLWLYLW\�DQDO\VLV��DQG�ZRXOG�QRW
VHHP�WR�OHDYH�DQ\WKLQJ�HOVH�WR�EH�GHVLUHG�
7KH�FDVK�IORZ�DQDO\VLV�VKRZHG�WKH�FXPXODWLYH�ILQDQFLDO�QHW�FDVK�IORZ�WR�EH�QHJDWLYH�IRU
QLQH�\HDUV��$Q�DQDO\VLV�SHUIRUPHG�WR�GHWHUPLQH�WKH�SURMHFW�V�DELOLW\�WR�RSW�IRU�RWKHU
FRPPHUFLDO�ILQDQFLQJ�DV�DQ�DOWHUQDWLYH�WR�WKH�FRQFHVVLRQDU\�ORDQ�RIIHUHG�E\�%,76�
VKRZHG�WKDW�D�FRPPHUFLDO�H[SRUW�FUHGLW�DW�PDUNHW�WHUPV�ZRXOG�LPSRVH�KHDY\�ILQDQFLDO
EXUGHQ�RQ�WKH�SURMHFW�

)LQDQFLDO�DQDO\VLV
5HYHQXHV�LQ�WKH�SURMHFW�FRQVLVW�RI�IL[HG�FRQQHFWLRQ�IHHV�EDVHG�RQ�D�IL[HG�FKDUJH�SHU�VTP
DQG�WKH�DFFXPXODWHG�XVH�PXOWLSOLHG�E\�D�WDULII�VHW�E\�WKH�ORFDO�JRYHUQPHQW�

'HSUHFLDWLRQ�LV�FDOFXODWHG�DV����\HDUV�IRU�EXLOGLQJV�DQG�VWUXFWXUHV�DQG�FLYLO�ZRUNV
DQG�HTXLSPHQW�DW����\HDUV��,W�LV�DOVR�VWDWHG�WKDW�WKH�PDLQ�FRPSRQHQWV�RI�WKH�V\VWHP�ZLOO
KDYH�DQ�HFRQRPLF�OLIH�ZKLFK�LV�PXFK�ORQJHU�EXW�WKDW�WKH�QHW�EHQHILWV�RI�WKLV�ZLOO�EH�RQO\
PDUJLQDO�LQ�WKH�RYHUDOO�FDOFXODWLRQV�

7KH�ILQDQFLDO�DQDO\VLV�DVVXPHG�D�FDSDFLW\�XWLOL]DWLRQ�RI������GXULQJ�WKH�ILUVW
\HDU��DQG�������DIWHU�WKDW��7KH�FRQVXOWDQWV��ZLVHO\��GRXEOHG�WKH�HVWLPDWHG�QHHG
IRU�VSDUH�SDUWV�LQ�WKH�WKHLU�FDOFXODWLRQV�DV�FRPSDUHG�WR�WKH�DSSUDLVDO�GRQH�E\�WKH
FRPSDQ\�

7RWDO�RSHUDWLQJ�FRVW�ZDV�HVWLPDWHG�WR�DSS������UPE�SHU�VTP�EXLOGLQJ�DUHD��DQG�WRWDO
SURGXFWLRQ�FRVW�WR�������$�SODQQHG�DQQXDO�KHDWLQJ�FKDUJH�RI������UPE�SHU�VTP�ZRXOG
WKHUHIRUH�EH�MXVW�HQRXJK�WR�JLYH�D�VPDOO�RSHUDWLQJ�PDUJLQ�RI�����UPE�SHU�VTP�

7KH�LQWHUQDO�UDWH�RI�UHWXUQ��,55��ZDV�IRXQG�WR�EH���������6HQVLWLYLW\�DQDO\VLV�VKRZHG
WKDW�LI�VWHDP��FRDO�DQG�HOHFWULFLW\�FRVWV�ZHQW�XS�E\�����D�\HDU��DQG�ZDJHV���VDODULHV�DQG
ZHOIDUH�SD\PHQWV�E\�����D�\HDU��WKHQ�WKH�SURMHFW�V�,55�ZRXOG�GHFUHDVH�WR������
,I�WKH�SURMHFW�ZRXOG�KDYH�WR�SD\�WD[HV��RI�������D�ILJXUH�ZKLFK�ZDV�XVHG�E\�WKH�:RUOG
%DQN�LQ�D�VLPXOWDQHRXV�'+�SURMHFW�ORDQ�LQ�%HLMLQJ��WKHQ�WKH�,55�ZRXOG�JR�GRZQ�WR
�����

7KH�GHEW�VHUYLFH�UDWLR��PHDVXULQJ�WKH�SURMHFWV�GHEW�VHUYLFLQJ�FDSDFLW\��ZDV�FDOFXODWHG�WR
EH�VDWLVIDFWRU\�JLYHQ�D�FRQFHVVLRQDU\�ORDQ�DPRXQWLQJ�WR�KDOI�RI�WKH�HQWLUH�LQYHVWPHQW�

7KH�RXWFRPH�RI�WKH�,55�DVVXPLQJ�YDULRXV�PRGLILFDWLRQV�LQ�XVHG�SDUDPHWHUV�FDQ�EH�VHHQ
LQ�WKH�IROORZLQJ�WDEOH���VHH�DSSUDLVDO�UHSRUW�SDJH����
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7DEOH����6HQVLWLYLW\�DQDO\VLV�RI�ILQDQFLDO�UDWH�RI�UHWXUQ
3DUDPHWHU SHU�FHQW�FKDQJH

LQ�SDUDPHWHU
,55

5HYHQXHV ��� ���
5HYHQXHV �� ���
2SHUDWLQJ�FRVWV �� ����
LQLWLDO�LQYHVWPHQW �� ����
UHYHQXHV ��� ����
RSHUDWLQJ�FRVW ��� ���
LQLWLDO�LQYHVWPHQW ��� ���

(YHQ�WKRXJK�WKH�JHQHUDO�OHYHO�RI�WKH�,55�LV�QRW�YHU\�ORZ��ZH�FDQ�VHH�WKDW�WKHUH�DUH�D
QXPEHU�RI�UDWKHU�VPDOO�FKDQJHV��ZKLFK�FDQ�HDVLO\�KDSSHQ�LQ�WKH�UHDO�ZRUOG��ZKLFK�ZLOO��
LQ�DQG�E\�WKHPVHOYHV��DSSUHFLDEO\�FKDQJH�WKH�RXWFRPH�RI�WKH�ILQDQFLDO�DQDO\VLV��6R�LW
ZRXOG�VHHP�WKDW�WKH�FRQVXOWDQWV�KDG�JRRG�EDVLV�IRU�FODLPLQJ�WKDW�WKH�SURMHFW�ZRXOG�QRW
EH�YLDEOH�IRU�FRPPHUFLDO�ILQDQFLQJ��:H�VHH�IRU�LQVWDQFH�WKDW�LW�ZRXOG�EH�HQRXJK�ZLWK�WKH
UHYHQXHV�WR�IDOO�E\�D�PHUH������WR�EULQJ�GRZQ�WKH�,55�WR�RQO\��������7KH�VDPH
RXWFRPH�ZRXOG�KDSSHQ�LI�D������VDOHV�WD[�ZDV�LQVWLWXWHG�RQ�KHDWLQJ�

([�SRVW�ILQDQFLDO�SURILWDELOLW\
,W�KDV�QRW�EHHQ�SRVVLEOH�WR�UHWULHYH�IURP�WKH�FRPSDQ\�ILQDQFLDO�GDWD�FRPSDWLEOH�ZLWK
WKDW�XVHG�LQ�WKH�H[�DQWH�DQDO\VLV�LQ�RUGHU�WR�SHUPLW�FDOFXODWLRQ�RI�H[�SRVW�SURILWDELOLW\�
%XW�JLYHQ�WKH�IDFW�WKDW�WKH�SURMHFW�LV�H[SHULHQFLQJ�D�WZR�\HDU�GHOD\��DQG�DOVR�WKDW�DQ
H[SHFWHG�WDULII�FKDQJH�VWLOO�KDV�QRW�PDWHULDOL]HG��LW�LV�HQWLUHO\�FOHDU�WKDW�WKH�ILQDQFLDO
WDUJHWV�FDQ�QRW�KDYH�EHHQ�PHW��%DVHG�RQ�WKH�UHDVRQLQJ�EHORZ�UHJDUGLQJ�µIDOODFLHV�RI
ILQDQFLDO�DQDO\VLVµ�ZH�GR�QRW�WKLQJ�WKLV�LV�YHU\�JUDYH��7KH�LPSRUWDQW�WKLQJ�LV�WKDW�WKH
HFRQRPLF�SURILWDELOLW\�LV�JRRG�

)LQGLQJ��$OWKRXJK�LW�ZDV�QRW�SRVVLEOH�WR�UHWULHYH
ILQDQFLDO�GDWD�ZKLFK�SHUPLW�FDOFXODWLRQ�RI�H[�SRVW
SURILWDELOLW\��LW�LV�HQWLUHO\�FOHDU�WKDW�ILQDQFLDO
WDUJHWV�FDQ�QRW�KDYH�EHHQ�PHW��7KLV�LV�EHFDXVH�WKH
SURMHFW�LV�H[SHULHQFLQJ�D�WZR�\HDU�GHOD\��DQG�DOVR
WKDW�DQ�H[SHFWHG�WDULII�FKDQJH�VWLOO�KDV�QRW
PDWHULDOL]HG�

2(&'�FRQVXOWDWLRQV
&RQVXOWDWLRQV�ZHUH�UHTXHVWHG�E\�WKH�86$�LQ�2(&'�DV�LW�IHOW�WKDW�WKH�ILQDQFLDO
SURILWDELOLW\�RI�WKH�SURMHFW�ZDV�SRVVLEO\�JRRG�HQRXJK�WR�VHUYLFH�D�ORDQ�DW�FRPPHUFLDO
WHUPV��7KH�86�WKHUHE\�FRPSDUHG�WKH�6ZHGLVK�FDOFXODWLRQ�V�ZLWK�WKRVH�FDUULHG�RXW�LQ�D
VLPLODU�:RUOG�%DQN�SURMHFW�UHJDUGLQJ�'+�LQ�%HLMLQJ��7KLV�ZDV�QDWXUDO�DV�WKH�6ZHGHV
KDG�WKHPVHOYHV�UHIHUUHG�WR�DQG�XVHG�VRPH�SULFH�DQG�RWKHU�DVVXPSWLRQV�DSSOLHG�E\�WKH
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:RUOG�%DQN��%XW��LQ�UHDOLW\�LW�LV�QRW�UHOHYDQW�WR�FRPSDUH�WKH�WZR��SURMHFWV�EHFDXVH�WKHLU
REMHFWLYHV�DUH�LQKHUHQWO\�GLIIHUHQW��7KLV�LV�GLVFXVVHG�HOVHZKHUH�LQ�WKLV�UHSRUW�

$IWHU�KRZHYHU�KDYLQJ�UHFHLYHG�DQG�KDYLQJ�H[DPLQHG�WKH�6ZHGLVK�DSSUDLVDO�VWXG\
WKH\�FRQFOXGHG�WKDW�µZKLOH�WKHUH�LV�URRP�IRU�GLVFXVVLRQ�RQ�VRPH�SRLQWV��ZH�GR�QRW
EHOLHYH�WKDW�WKHVH�LVVXHV�DUH�RI�VXIILFLHQW�LPSRUW�WR�FKDQJH�WKH�IXQGDPHQWDO�FRQFOXVLRQ�
7KHUHIRUH�ZH�ZLWKGUDZ�RXU�UHTXHVW�IRU�FRQVXOWDWLRQ�RI�RWKHU�SDUWLFLSDQWV�GR�QRW�REMHFWµ�

,Q�WKH�2(&'�FRQVXOWDWLRQV�WKH�6ZHGLVK�VLGH�DOVR�KDG�WR�GHIHQG�WKH�UDWLRQDOH�IRU
LPSRUWLQJ�WKLV�W\SH�RI�HTXLSPHQW�WR�&KLQD��QDPHO\�WKDW�WKH�&KLQHVH�VLGH�IHOW�WKDW�WKH
GRPHVWLF�HTXLSPHQW�VWLOO�ZDV�QRW�RI�VXIILFLHQWO\�KLJK�TXDOLW\��7KH�SUHVHQW�SURMHFW�KDG
EHHQ�DSSURYHG�E\�WKH�FRXQWU\�V�KLJKHVW�FHQWUDO�SODQQLQJ�DXWKRULW\��02)7(&�

)DOODFLHV�RI�ILQDQFLDO�DQDO\VLV
7KHUH�LV�RQH�SRLQW�ZKLFK�QHHGV�WR�EH�SRLQWHG�RXW�Z�U�W��WKH�DSSUDLVDO��6HH�H�J�SDJH����RI
WKH�6ZHGLVK�DSSUDLVDO�UHSRUW���DV�LQ�GHHG�ZLWK�YHU\�PDQ\�ILQDQFLDO�VWXGLHV�RI
GHYHORSPHQW�SURMHFWV��QDPHO\��6XFK�VWXGLHV�RIWHQ��FRQYH\�WKH�PHVVDJH��XVXDOO\
LPSOLFLWO\��WKDW�WKH�PDLQ�DQDO\VLV�GHFLGLQJ�WKH�SURMHFWV�GHVLUDELOLW\�LV�WKH�ILQDQFLDO
DQDO\VLV��,Q�UHDOLW\�LW�LV��RU�DW�OHDVW�VKRXOG�EH��WKH�RSSRVLWH��QDPHO\�WKDW�WKH�FULWHULXP
ZKLFK�PDNHV�D�SURMHFW�ZRUWK�ZKLOH�DQG�GHVLUDEOH�LV�LWV�HFRQRPLF�SURILWDELOLW\�
7KH�ILQDQFLDO�DQDO\VLV�LV�LPSRUWDQW�IRU�LW�ZLOO�GHFLGH�ZKHWKHU�RU�QRW�WKH�SURMHFW�FDQ�EH

ILQDQFHG�LQ�WKH�FRPPHUFLDO�PDUNHW��RU�ZKHWKHU�LW�QHHGV�VXEVLGLHV�E\�ZD\�RI�H��J�
GRPHVWLF�RU�IRUHLJQ�FRQFHVVLRQDU\�FUHGLWV��%XW�LQ�GRLQJ�WKH�ILQDQFLDO�DQDO\VLV�RQH�PXVW
NHHS�LQ�PLQG�WKDW�WKH�RXWFRPH�RI�WKH�DQDO\VLV�FDQ�DW�DQ\�PRPHQW�EH�FKDQJHG�VLPSO\�E\
WKH�JRYHUQPHQW�PDNLQJ�D�SROLWLFDO�RU�DGPLQLVWUDWLYH�GHFLVLRQ�ZKLFK�FKDQJHV�D��WD[��D
VXEVLG\�RU��PRGLILHV�D�WDULII�ZKLFK�LV�QRW�VHW�DFFRUGLQJ�WR�VXSSO\�DQG�GHPDQG�

&RQFOXVLRQ���7KH�ILQDQFLDO�DQDO\VLV�LV�LPSRUWDQW�IRU
GHFLGLQJ�LI�D�SURMHFW�FDQ�EH�ILQDQFHG�LQ�WKH�FRPPHUFLDO
PDUNHW��RU�LI�LW�QHHGV�VXEVLGLHV�E\�ZD\�RI�H��J��GRPHVWLF
RU�IRUHLJQ�FRQFHVVLRQDU\�FUHGLWV��%XW�LQ�GRLQJ�WKH
ILQDQFLDO�DQDO\VLV�RQH�PXVW�NHHS�LQ�PLQG�WKDW�WKH
RXWFRPH�RI�WKH�DQDO\VLV�FDQ�DW�DQ\�PRPHQW�EH�FKDQJHG
VLPSO\�E\�WKH�JRYHUQPHQW�PDNLQJ�D�SROLWLFDO�RU
DGPLQLVWUDWLYH�GHFLVLRQ�ZKLFK�FKDQJHV�D��WD[��D�VXEVLG\
RU��PRGLILHV�D�WDULII�ZKLFK�LV�QRW�VHW�DFFRUGLQJ�WR�VXSSO\
DQG�GHPDQG�
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(YHQ�LQ�D�FRXQWU\�OLNH�&KLQD��ZKLFK�KDV�WDNHQ�LPSRUWDQW�VWHSV�WRZDUGV�D�PDUNHW
HFRQRP\��WKHUH�DUH�HQRXJK�UHPDLQLQJ�UHJXODWLRQV�DQG�VXEVLGLHV�ERWK�RQ�WKH�FRVW�DQG
UHYHQXH�VLGHV��DQG�ZLWK�HQRXJK�GLVWRUWLRQV���GXH�WR�KLGGHQ�VXEVLGLHV�DQG�WD[�SD\PHQWV
VWUXFWXUH�WR�PDNH�LW�GLIILFXOW�WR�XQGHUVWDQG�IRU�WKH�IRUHLJQHU��7KLV�RI�FRXUVH�PDNHV�WKH
ILQDQFLDO�DQDO\VLV�RI�D�OLPLWHG�LQWHUHVW���2Q�H�J�SDJH����WKH�DXWKRUV�VKRZ�WKDW�WKH\�DUH
DZDUH�RI�WKH�OLPLWHG�IXQFWLRQ�RI�WKH�ILQDQFLDO�DQDO\VLV��EXW�PRVW�RI�WKH�UHSRUW�LV�ZULWWHQ�LQ
D�ZD\�WKDW�DQ�XQLQIRUPHG�UHDGHU�PD\�JHW�D�ZURQJ�LPSUHVVLRQ�

2Q�SDJH����WKH�DXWKRUV�VD\�WKDW�´JLYHQ�WKH�FRPSOH[�WD[DWLRQ�V\VWHP��WKH�ILQDQFLDO
DQDO\VLV�IRFXVHV�RQ�SUH�WD[�FRQVLGHUDWLRQVµ��WKLV�PD\�KDYH�EHHQ�D�VOLS�RI�WKRXJKW�E\�WKH
DXWKRUV�EHFDXVH�WKH�ILQDQFLDO�DQDO\VLV�LV�WKH�RQO\�SODFH�ZKHUH�\RX�QHHG�WR�ZRUU\�DW�DOO
DERXW�WKH�WD[�LQFLGHQFH��,Q�WKH�HFRQRPLF�DQDO\VLV�WD[HV�FDQ�EH�H[FOXGHG�VLQFH�WKH\
PHUHO\�UHSUHVHQW�WUDQVIHUV�RI�WKH�HFRQRP\��$�FRPSOLFDWHG�RU�FRQIXVLQJ�WD[�VWUXFWXUH�FDQ
WKHQ�EH�VHHQ�DV�MXVW�RQH�PRUH�FLUFXPVWDQFH�ZKLFK�PDNHV�WKH�HFRQRPLF�DQDO\VLV�DOO
LPSRUWDQW�ZKLOH�WKH�ILQDQFLDO�RQH�RIWHQ�LV�RI�OLPLWHG�LPSRUWDQFH�

,I�ZH�FDQ�WDNH��IRU�JUDQWHG�WKDW�WKH�SDUDPHWHUV�ZLOO�QRW�EH�FKDQJHG�IRU�WKH�SURMHFW��WKHQ
WKH�ILQDQFLDO�DQDO\VLV��LQFOXGLQJ�WKH�FDVK�IORZ�DQDO\VLV�ZLOO�RI�FRXUVH�GHWHUPLQH�ZKDW�NLQG
RI�ILQDQFLQJ�LV�QHHGHG�LI�WKH�SURMHFW�LV�WR�EH�FDUULHG�RXW��%XW�LQ�D�VLWXDWLRQ�ZKHUH�H�J�WKH
ILQDQFLDO�RXWFRPH�WHOOV�XV�WKDW�DQ�LQYHVWPHQW�FDQQRW�EH�ILQDQFHG�DW�PDUNHW�WHUPV��ZH
DOVR�NQRZ�WKDW�WKH�JRYHUQPHQW��E\�FKDQJLQJ�VRPH�RI�WKH�SDUDPHWHUV�VR�DV�WR�FUHDWH�D
FDVK�IORZ�SRVLWLYH�HQRXJK�WR�DOORZ�WKH�LQYHVWPHQW�WR�KDSSHQ�HYHQ�LI�QR�FRQFHVVLRQDU\
ILQDQFLQJ�ZHUH�DYDLODEOH��$QG�WKH�LPSRUWDQW�PHVVDJH�WKDW�VKRXOG�EH�PDGH�LQ�WKLV�SURMHFW
DV�ZHOO�DV�LQ�RWKHUV�LV�WKDW�WKH�FULWHULD�IRU�WKH�JRYW��WR�GHFLGH�WR�JR�DKHDG�ZLWK�D�SURMHFW�LV
LWV�HFRQRPLF�GHVLUDELOLW\��(FRQRPLF�YLDELOLW\�LV�D�QHFHVVDU\��FRQGLWLRQ��ZKHUHDV�ILQDQFLDO
YLDELOLW\�LV�QRW��EHFDXVH�LW�FDQ�EH�FKDQJHG�DW�ZLOO�E\�WKH�JRYW�
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7KHUH�DUH�YHU\�ODUJH�HFRQRPLF�EHQHILWV�GXH�WR�IXHO�VDYLQJV�LQ�WKLV�SURMHFW��DQG�WKH\�DUH
EDVHG�RQ�WKH�IROORZLQJ�IXQGDPHQWDO�IDFW��WKH�HIILFLHQF\�UDWH�RI�VPDOO�ERLOHUV�LV�DURXQG
����ZKLOH�LQ�D�PRGHUQ�FRJHQHUDWLRQ�SODQW�LV�LW�LV�ZHOO�DERYH������VR�IRU�HDFK�JLYHQ
DPRXQW�RI�KHDW�SURGXFHG�DW�OHDVW�D������VDYLQJV�FDQ�EH�DFKLHYHG�LQ�FRDO�FRQVXPSWLRQ�

7KH�VL]H�RI�WKH�SUHVHQW�SROOXWLRQ�OHYHO��ZKLFK�FDQ�EH�DW�OHDVW�SDUWO\�RYHUFRPH�E\�WKH
SUHVHQW�SURMHFW��LV�VR�ODUJH�WKDW�LW�LV�REYLRXV�WKDW�LW�PXVW�KDYH�DQ�DSSUHFLDEOH�HIIHFW�RQ
SHRSOHV��KHDOWKV�

)URP�ZKDW�FDQ�EH�DVFHUWDLQHG�E\�DYDLODEOH�DSSUDLVDO�VWXGLHV��ERWK�DV�FDOFXODWHG�E\�WKH
&KLQHVH�DQG�WKH�GRQRU�VLGH��QR�KHDOWK�HIIHFWV�KDYH�EHHQ�LQFOXGHG�LQ�WKH�HFRQRPLF
DQDO\VLV��7KLV�LV�XQGHUVWDQGDEOH��EHFDXVH��HYHQ�WKRXJK�KHDOWK�HIIHFWV�DQDO\WLFDOO\�EHORQJ
LQ�WKH�HFRQRPLF�DQDO\VLV��LW�LV�YHU\�RIWHQ�OHIW�RXW��DOVR�LQ�RWKHU�FRXQWULHV��EHFDXVH�LW�LV
GLIILFXOW�WR�JHW�UHOLDEOH�VWDWLVWLFDO�GDWD�

%XW�ZLWK�DYDLODEOH�WHFKQLTXHV�IRU�FRVW�EHQHILW�DQDO\VLV�WKHUH�LV�UHDOO\�QR�SUREOHP
WR�FDOFXODWH�WKH�HFRQRPLF�HIIHFW�RQ�VRFLHW\�DV�D�UHVXOW�RI�LPSURYHG�KHDOWK��HYHQ�LI�\RX�GR
LW�ZLWK�QR�PRUH�WKDQ�ILJXUHV�HVWLPDWLQJ�WKH�RUGHU�RI�PDJQLWXGH��UHJDUGLQJ
KRVSLWDOL]DWLRQ�FRVW���ORVW�SURGXFWLRQ�HWF�

,Q�WKLV�FDVH�LW�LV�REYLRXV�WKDW�DQ�LQFOXVLRQ�RI�WKH�KHDOWK�IDFWRU�LQ�WKH�HFRQRPLF�DQDO\VLV
ZRXOG�LQFUHDVH�HFRQRPLF�SURILWDELOLW\��FRQVLGHUDEO\��RYHU�WKH�DOUHDG\�KLJK�OHYHO�ZKLFK
ZDV�IRXQG�LQ�WKH�6ZHGLVK�DSSUDLVDO�VWXG\���%HFDXVH�RI�WKLV�WKHUH�LV�UHDOO\�QR�UHDVRQ�WR
GZHOO�DW�OHQJWK�RQ�D�GLVFXVVLRQ�RI�WKH�SURSHU�HFRQRPLF�RU�VKDGRZ�SULFHV�ZKLFK�VKRXOG
EH�DSSOLHG�LQ�SUHVHQW�GD\�&KLQD��,Q�UHODWLRQ�WR�WKH�JHQHUDOO\�VDWLVIDFWRU\�HFRQRPLF
UHDVRQLQJ�SUHVHQWHG�LQ�WKH�DSSUDLVDO�VWXG\�LQ�WKLV�HYDOXDWRUV�YLHZ�VRPH�RI�WKH�SRLQWV
ZRXOG�QRUPDOO\�PHULW�GLVFXVVLRQ��EXW�LQ�WKLV�FDVH�LW�ZRXOG�EH�PRUH�RI�DQ�DFDGHPLF
LQWHUHVW��VLQFH�LW�LV�VR�REYLRXV�WKDW�WKH�SURMHFW�PXVW�EH�YHU\�SURILWDEOH�IURP�DQ�HFRQRPLF
SRLQW�RI�YLHZ�

)LQGLQJ���$Q�LQFOXVLRQ�RI�KHDOWK�IDFWRUV�LQ�WKH�HFRQRPLF
DQDO\VLV�ZRXOG�LQFUHDVH�HFRQRPLF�SURILWDELOLW\��FRQVLGHUDEO\
RYHU�WKH�DOUHDG\�KLJK�OHYHO�IRXQG�LQ�WKH�DSSUDLVDO�VWXG\�
/HDYLQJ�DVLGH�DOO�GLVFXVVLRQ�RI�DSSURSULDWH�PHWKRGRORJ\�RI
FDOFXODWLQJ�WKH�HFRQRPLF�UDWH�RI�UHWXUQ�LW�LV�FOHDU�WKDW�WKH
SURMHFW�LV�YHU\�SURILWDEOH�IURP�DQ�HFRQRPLF�SRLQW�RI�YLHZ��,Q
VLPLODU�SURMHFWV�WKH�:RUOG�%DQN�KDV�FDOFXODWHG�WKH�HFRQRPLF
UDWH�RI�UHWXUQ�WR�EH�LQ�WKH�QHLJKERUKRRG�RI���������
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7KH�DSSUDLVDO�XQGHUWDNHQ�E\�%,76�FDOFXODWHG�DQ�(,55�RI������IRU�WKH�SURMHFW��,W
LQFOXGHV�LQ�WKH�HFRQRPLF�DQDO\VLV�LQGLUHFW�HIIHFWV�IURP�OHVV�WUDQVSRUW�RI�FRDO�QHFHVVDU\
ZKHQ�WRWDO�FRDO�FRQVXPSWLRQ�JRHV�GRZQ��DOVR�WKH�ODUJH�VDYLQJV�LQ�FRDO�QHHGHG�IRU
KHDWLQJ�D�JLYHQ�DUHD��+RZHYHU��LW�GRHV�QRW�LQFOXGH�HIIHFWV�VXFK�DV�WUDQVIHU�RI�NQRZ�KRZ�
DGGLWLRQDO�HPSOR\PHQW�FUHDWLRQ�DQG�YDULRXV�HQYLURQPHQWDO�HIIHFWV��1RU�KDG�WKH\�WDNHQ
DFFRXQW�RI�KHDOWK�HIIHFWV��7KH�DQDO\VLV�RI�HFRQRPLF�EHQHILWV�ZDV�WKHUHIRUH�YHU\
FRQVHUYDWLYH��2Q�WKH�RWKHU�KDQG��WKH�DVVXPSWLRQ�RI�D�SULFH�RI�86'����SHU�WRQ�RI
GRPHVWLF�FRDO�XVHG�LQ�WKH�6ZHGLVK�DSSUDLVDO�UHSRUW�ZDV�FULWLFL]HG�E\�LQGHSHQGHQW
REVHUYHU�ZKR�PDLQWDLQHG�WKDW�WKH�FRVW�RI�6LEHULDQ�FRDO�ZKLFK�LV�DERXW��86'����ZDV
PRUH�UHOHYDQW�WR�XVH�LQ�WKLV�HFRQRPLF�DQDO\VLV�

&RQWUDU\�WR�ZKDW�WKH�UHSRUW�VWDWHV��LW�GRHV�QRW�DGMXVW�DQ\�RI�WKH�SULFHV�VR�DV�WR�EHWWHU
UHIOHFW�HFRQRPLF�RU�VKDGRZ�SULFHV��1RU�LV�WKLV�DFWXDOO\�QHFHVVDU\��)LUVWO\��DV�WKH�UHSRUW
SRLQWV�RXW��WKH�PRVW�LPSRUWDQW�SULFHV�FDQ�IRU�YDULRXV�UHDVRQV�EH�H[SHFWHG�WR
DSSUR[LPDWH�HFRQRPLF�SULFH��H�J��WKH�SULFH�RI�WKH�ORZ�JUDGH�FRDO�EHLQJ�XVHG��DQG�DOVR
ZDJHV�DQG�VDODULHV��6HFRQGO\��DV�ZDV�SRLQWHG�RXW�DERYH��WKH�RUGHU�RI�PDJQLWXGH�RI�RWKHU
HFRQRPLF�EHQHILWV��QDPHO\�WKH�HQYLURQPHQWDO�DQG�KHDOWK��DUH�VR�LPSRUWDQW�VR�DV�WR
PDNH�WKH�PDUJLQDO�FKDQJHV�LQ�SULFHV�UHODWLYHO\�OHVV�LPSRUWDQW�IRU�WKH�RXWFRPH�RI
HFRQRPLF�SURILWDELOLW\�

$�SRLQW�WR�UHPHPEHU�LQ�WKLV�FRQWH[W�LV�KRZHYHU�WKDW�WKH�´PDUNHWµ�SULFH�RI�WKH�IRUHLJQ
HTXLSPHQW�DQG�VSDUH�SDUWV�LV�UHDOO\�GLVWRUWHG�EHFDXVH�WKH\�DUH�LQ�HIIHFW�VXEVLGL]HG�E\�WKH
DYDLODELOLW\�RI�D�VRIW�FUHGLW��7KH�YDOLG�FULWHULD�ZRXOG�VHHP�WR�EH�LI�WKH�IRUHLJQ�SURGXFW
ZRXOG�EH�FKRVHQ�HYHQ�LQ�WKH�DEVHQFH�RI�D�VXEVLGL]HG�FUHGLW�

$QRWKHU�SUREOHP�LV�WKDW�HYHQ�LI�WKH�DFWXDO�KHDWLQJ�WDULII�ZHUH�VHW�VR�DV�WR�UHIOHFW�LWV
´HFRQRPLFµ�FRVW��YHU\�RIWHQ�LQVWLWXWLRQDO�DUUDQJHPHQWV�PD\�EH�VXFK��QRW�RQO\�LQ�&KLQD�
WKDW�WKH�HQG�FRQVXPHU�LV�XQDZDUH�RI�WKH�KHDWLQJ�FRVW�DQG�WKHUHIRUH�KDV�QR�LQFHQWLYH�WR
FRQVHUYH�HQHUJ\�
7KH�ZRUOG�EDQN�KDV�UHSRUWHGO\�LQ�D�VWXG\�LQ������VXJJHVWHG�WKDW�WKH�JRYHUQPHQW�ZRUN
RXW�D�QHZ�WDULII�V\VWHP�ZKLFK�ZRXOG�PDNH�WKH�HQG�FRQVXPHUV�PRUH�OLDEOH�WR�HQHUJ\
FRQVHUYDWLRQ��6R�IDU�DV�LV�NQRZQ�WRGD\�QRWKLQJ�IXUWKHU�KDV�FRPH�RI�WKLV�LQLWLDWLYH��,I
6ZHGHQ�GHFLGHV�WR�FRQWLQXH�FRRSHUDWLRQ�ZLWK�&KLQD�LQ�WKH�ILHOG�RI�'+�DQG�HQHUJ\
FRQVHUYDWLRQ��WKLV�ZRXOG�FHUWDLQO\�VHHP�WR�EH�D�YHU\�ZRUWKZKLOH�SRLQW�WRW�EULQJ�XS�LQ�WKH
GLDORJXH��
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�����)RZMVSRQIRX

7KH�HQYLURQPHQWDO�VLWXDWLRQ�LQ�'DOLDQ�LQ������ZDV�WKH�IROORZLQJ�
0RVW�RI�WKH�EXLOGLQJV�DUH�KHDWHG�ZLWK�ERLOHUV�RI�ORZ�HIILFLHQF\�ZLWKRXW�GXVW�FROOHFWLRQ
$OO�KHDW�SURGXFWLRQ�LV�EDVHG�RQ�FRDO�ZLWK�D�YHU\�KLJK�DVK�FRQWHQW�RI�EHWZHHQ����DQG
����
7KHUH�ZHUH�����ODUJH�DQG�PHGLXP�VL]H�IDFWRULHV�ZKLFK�KDG�D�WRWDO�RI�������LQHIILFLHQW
VPDOO�ERLOHUV�DQG������FKLPQH\V�H[KDXVWLQJ�YLUWXDOO\�XQSXULILHG�VPRNH��,Q�DGGLWLRQ�WR
WKLV�WKHUH�ZHUH����������VPDOO�UHVLGHQWLDO�ERLOHUV�OLNHZLVH�HPLWWLQJ�WKH�VPRNH�ZLWKRXW�DQ\
ILOWHULQJ�
7KH�PRQWKO\�GXVWIDOO�KDG�EHHQ�PHDVXUHG�WR�EH������WRQV�IRU�WKH�ZKROH�FLW\�WKXV
VXUSDVVLQJ��WKH�OHJDO�QRUP�E\������WLPHV�����,Q�DGGLWLRQ�WR�FDXVLQJ�D�YHU\�KDUPIXO
SROOXWLRQ�LW�KDV�EHHQ�HVWLPDWHG�WKDW�WKH�H[WUD�FRDO�FRQVXPSWLRQ�RI�DOO�RI�WKHVH�PDQ\
VPDOO�ERLOHUV���DV�FRPSDUHG�WR�D�ODUJH�FRJHQHUDWLRQ�SODQW�LV�HVWLPDWHG�WR�EH���������WRQV
RI�H[WUD�FRDO�GSRWYQTXMSR�HDFK�\HDU�

:LWK�WKH�SODQQHG�LQYHVWPHQW�LQ�'+�WKH�OHYHOV�ZRXOG�EH�EURXJKW�GRZQ�WR�QHDU�VWDQGDUG
OHYHOV��7KH�SURMHFW�ZRXOG�UHGXFH�GXVWIDOO�E\�VRPH�������ZKLFK�PHDQV�WKDW�D�SURMHFW�DUHD
RI�VRPH���VTNP��ZRXOG�OHDG�WR�D�WRWDO�RI����WRQV�OHVV�GXVW�HPLVVLRQV�HDFK�PRQWK���0DLQO\
WKH�GXVW�ZLOO�EH�GLPLQLVKHG�E\�WKH�ILOWHUV�LQVWDOOHG�LQ�WKH�FKLPQH\V�RI�WKH�FRJHQHUDWLRQ
SODQW�ZKLOH�PDQ\�VPDOO�XQILOWHUHG�KHDWLQJ�VRXUFHV�ZRXOG�EH�FORVHG�GRZQ�
(PLVVLRQV�RI�62��ZRXOG�EH�UHGXFHG�EHFDXVH�RI�WKH�VDYLQJV�LQ�FRDO�FRQVXPSWLRQ�

$QRWKHU�LPSURYHPHQW�ZRXOG�EH�WKH�LPSRUWDQW�VDYLQJ�LQ�JDVROLQH�XVDJH�ZLWK�LWV
FRUUHVSRQGLQJ�SROOXWLRQ�HIIHFWV�ZKLFK�ZLOO�EH�WKH�UHVXOW�RI�OHVV�FRDO�KDYLQJ�WR�EH
WUDQVSRUWHG�WR�WKH�ERLOHUV�RI�WKH�FLW\�

)XUWKHUPRUH�WKHUH�DUH�WKH�SUHIDEULFDWHG�SLSHV�ZKLFK�ZLOO�EH�LQVXODWHG�LQ�6ZHGHQ�XVLQJ
IRDP�EDVHG�RQ�&2��DV�GULYLQJ�DJHQW�LQVWHDG�RI�IUHRQ�

1RLVH�OHYHO�RI�WKH�6ZHGLVK�SXPSV��(QYLURQPHQWDO�SURWHFWLRQ�DJHQF\�LQ�&KLQD�KDV
SUHVFULEHG�PD[LPXP����GE�LQ�UHVLGHQWLDO�DUHDV�DQG����LQ�RWKHUV�
7KH���6ZHGLVK�SXPSV�WRGD\�H[FHHG�WKLV�QRLVH�OHYHO��EHFDXVH�WKH\�DUH�LQ�D�UHVLGHQWLDO
DUHD�
''+�ZLOO�WU\�WR�UHPHG\�WKLV�SUREOHP�E\��DSSURDFKLQJ�D�ORFDO�&KLQHVH�ILUP�DQG�DVN
WKHP�WR�WU\�VROYH�WKH�SUREOHP�RI�H[FHVVLYH�QRLVH�

%HFDXVH�WKH�SURMHFW�LV�H[SHULHQFLQJ�D�FRQVLGHUDEOH�GHOD\��PRVW�RI�WKH�HQYLURQPHQWDO
HIIHFWV�KDYH�QRW�\HW�PDWHULDOL]HG��7KLV�KRZHYHU�GRHV�QRW�FKDQJH�WKH�IDFW�WKDW�WKH
HQYLURQPHQWDO�EHQHILWV�RI�WKLV�SURMHFW�DUH�HQRUPRXV�
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)LQGLQJ��%HFDXVH�WKH�SURMHFW�LV�H[SHULHQFLQJ�D
FRQVLGHUDEOH�GHOD\��PRVW�RI�WKH�HQYLURQPHQWDO�HIIHFWV�KDYH
QRW�\HW�PDWHULDOL]HG��7KLV�KRZHYHU�GRHV�QRW�FKDQJH�WKH
IDFW�WKDW�WKH�HQYLURQPHQWDO�EHQHILWV�RI�WKLV�SURMHFW�DUH
HQRUPRXV�

�����)UYEPMX]��4SZIVX]�SVMIRXEXMSR
1R�VSHFLILF�VRFLDO�RU�GLVWULEXWLRQDO�DQDO\VLV�ZDV�PDGH�LQ�WKH�6ZHGLVK�DSSUDLVDO��,W�ZDV
DVVXPHG�WKDW�DQ�LPSURYHPHQW�LQ�WKH�HQYLURQPHQWDO�VLWXDWLRQ�ZLOO�KDYH�D�SRVLWLYH�HIIHFW
RQ�WKH�ZKROH�XUEDQ�OLIH�LQ�'DOLDQ�

$FFRUGLQJ�WR�QHZ�PDWHULDO�IURP�WKH�:RUOG�%DQN�LW�LV�KRZHYHU�SRVVLEOH�WR�DUJXH�WKDW
VXFK�HQYLURQPHQWDO�LPSURYHPHQWV�DUH�LQGHHG�UHODWLYHO\�PRUH�EHQHILFLDO�WR�SRRUHU�VWUDWD
RI�VRFLHW\��0DLQO\�WKLV�LV�EHFDXVH�WKH�SRRU�SHRSOH�XVXDOO\�KDYH�OHVV�PHDQV�WR�µSURWHFWµ
WKHPVHOYHV�DQG�WR�HVFDSH�IURP�SROOXWLRQ·V�LOO�HIIHFWV�

�����+IRHIV
7KLV�SURMHFW�LV�QRW�MXGJHG�WR�KDYH�DQ\�VSHFLDO�JHQGHU�ELDV�LQ�LW�HIIHFWV�
$V�IRU�HPSOR\PHQW�JHQHUDWHG�E\�WKH�SURMHFW�ZH�KDYH�WKH�IROORZLQJ�

��WRWDO�HPSOR\PHQW�LV������RI�ZKLFK�����ZRPHQ
2I�WKH�����������DUH�LQ�RIILFH��PDQDJHPHQW�DQG�SURIHVVLRQDO�FDWHJRULHV�DQG������DUH
ZRUNHUV�
2I�WKH�����SURIHVVLRQDO�DQG�RIILFH�VWDII������L�H��KDOI��DUH�ZRPHQ�

�����(IQSGVEXM^EXMSR
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFW�Z�U�W��GHPRFUDWL]DWLRQ��GLUHFW
QRU�LQGLUHFW��HPDQDWLQJ�IRUP�WKLV�SURMHFW�

�����-RHITIRHIRGI
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFW�Z�U�W��WKH�FRXQWU\�V
LQGHSHQGHQFH��GLUHFW�QRU�LQGLUHFW��HPDQDWLQJ�IRUP�WKLV�SURMHFW�

(IQSRWXVEXMSR�IJJIGX
2QH��LPSOLFLW�REMHFWLYH�RI�WKH�SURMHFW�ZDV�WKDW�LW�VKRXOG�VHUYH�DV�D�UHIHUHQFH�DQG�VHW�D
VWDQGDUG�IRU�IXWXUH�'+�V\VWHPV�LQ�&KLQD��%HFDXVH�RI�DOO�WKH�SUREOHPV�GLVFXVVHG�DERYH��LW
ZRXOG�EH�KDUG�WR�FODLP�WKDW�LW�KDV�DWWDLQHG�WKDW�REMHFWLYH��%XW�SHUKDSV�LW�LV�QRW�WRR�ODWH
\HW�
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$FFRUGLQJ�WR�WKH�FRPSDQ\�WKHUH�DUH�ILYH�RWKHU�WRZQV�ZKR�KDYH�VHQW�GHOHJDWLRQV�WR�VWXG\
'DOLDQ�V�LQYHVWPHQW�LQ�D�PRGHUQ�'+�V\VWHP�

)LQGLQJ��%HFDXVH�RI�VHYHUDO��PLQRU��SUREOHPV�WKDW�KDYH
DIIOLFWHG�WKH�SURMHFW��DQG�DOVR�EHFDXVH�RI�WKH�GHOD\
H[SHULHQFHG�LW�ZRXOG�EH�KDUG�WR�FODLP�WKDW�WKH�REMHFWLYH
RI�WKH�SURMHFW�EHFRPLQJ�D�GHPRQVWUDWLRQ�SURMHFW��KDV
EHHQ�DWWDLQHG��%XW�SHUKDSV�LW�LV�QRW�WRR�ODWH�\HW�

�����&-87�W�TVSNIGX�TVITEVEXMSR

%,76�DQDO\VLV�RI�D�SURMHFW�WR�EH�ILQDQFHG�E\�D�FRQFHVVLRQDU\�FUHGLW�FDQ�EH�GLYLGHG�LQ�WZR
SDUWV��)LUVWO\���D�JHQHUDO�VWXG\�UHJDUGLQJ�WKH�SURMHFWV�GHVLUDELOLW\�DQG�IHDVLELOLW\�LQFOXGLQJ
WHFKQLFDO�ILQDQFLDO�HFRQRPLF�DQG�HQYLURQPHQWDO�DVSHFWV��6HFRQGO\���DQ�DQDO\VLV�RI�WKH
RIIHUV�SURYLGHG�E\�WKH�6ZHGLVK�VXSSOLHU�FKRVHQ�E\�WKH�&KLQHVH��HQG�XVHU�

,Q�WKH�'DOLDQ�SURMHFW�%,76��GHFLGHG�WR�LQWHUYHQH�LQ�WKH�SURFHVV�WR�D�JUHDWHU�H[WHQW�WKDQ
LV�XVXDO��DOVR�LQYROYLQJ�WKH�6ZHGLVK�(PEDVV\��7KH�UHDVRQ�ZDV�WKDW�WKH�%DQN�RI�&KLQD
ZDV�GHOD\LQJ�LWV�GHFLVLRQ�WR�DFW�DV�LQWHUPHGLDU\�IRU�WKH�FUHGLW�EHWZHHQ�WKH�6ZHGLVK�EDQN
DQG�WKH�HQG�XVHU�''+���,Q�OHWWHUV�ERWK�E\�%,76�DQG�E\�WKH�6ZHGLVK�(PEDVV\�WKH�%DQN
RI�&KLQD�ZDV�DVNHG�WR�H[SHGLWH�LWV�KDQGOLQJ�RI�WKLV�FUHGLW��7KH�%DQN�V�PRWLYH�IRU�WKH
GHOD\�ZDV�WKDW�WKH�FLW\�RI�'DOLDQ�KDG�RWKHU�XQSDLG�FUHGLWV�DQG�DUUHDUV�RQ�RWKHU�FUHGLWV�
7KHUHIRUH�WKH�%DQN�RI�&KLQD�WRRN�WKH�VWDQFH�WKDW�LW�FRXOG�QRW�JUDQW�DQ\�PRUH�FUHGLWV�WR
'DOLDQ�EHIRUH�WKH�SUHYLRXV�RQHV�KDG�EHHQ�FOHDUHG�
%,76�LQ�LWV�OHWWHU�SRLQWHG�RXW�WKDW�LW�XQGHUVWRRG�DQG�HYHQ�V\PSDWKL]HG�ZLWK�WKH�%DQNV
DWWLWXGH�EXW�IHOW�WKDW�LQQRFHQW�SDUWLHV��VXFK�DV�WKH�'DOLDQ�'LVWULFW�KHDWLQJ�&RPSDQ\�DQG
WKH�6ZHGLVK�VXSSOLHU�3RZHUSLSH�ZRXOG�EH�WKH�RQHV�VXIIHULQJ�IURP�WKH�%DQNV�SULQFLSDOO\
FRUUHFW�VWDQFH�
7KH�%DQN�RI�&KLQD�V�DWWLWXGH�ZDV�WKDW�WKH�PHUH�IDFW�WKDW�D�VRIW�FUHGLW�LV�FRQWHPSODWHG
VKRZV�WKDW�WKH�SURMHFW�LV�QRW�FRPPHUFLDOO\�YLDEOH�DQG�WKDW�LW�ZRXOG�WKXV�KDYH�D�SUREOHP
WR�JHQHUDWH�HQRXJK�FDVK�WR�UHSD\�WKH�ORDQ�
*LYHQ�WKH�%DQN�V�QHZ�LQGHSHQGHQFH�DQG�WKH�GHPDQG�SRVHG�RQ�LW�RQ�SDUW�RI�WKH
JRYHUQPHQW�WR�ZRUN�LQ�D�FRPPHUFLDOO\�VRXQG�ZD\�LW�HPHUJHG�WKDW�WKH�EDQN�LV�E\�QR
PHDQV�KDSS\�WR�EH�WROG�E\�WKH�*RYW��WR�DFW�DV�LQWHUPHGLDU\�IRU�D�IRUHLJQ�VRIW�ORDQV�
7KHUH�LV�YHU\�OLWWOH�SURILW�IRU�WKH�EDQN�IURP�WKRVH�FUHGLWV�LQ�D�VLWXDWLRQ�ZKHUH�WKH
GRPHVWLF�PDUNHW�LV�EXVWLQJ�RI�G\QDPLF�FRQVWUXFWLRQ�DQG�RWKHU�SURGXFWLYH�DFWLYLW\�

%,76�KDV�LQ�WKLV�DV�ZHOO�DV�LQ�VRPH�RI�WKH�RWKHU�SURMHFWV�VKRZQ�D�ZLOOLQJQHVV�WR�SOD\�DQ
DFWLYH�UROO�WR�LPSURYH�WKH�SURMHFW�IRU�WKH�SURMHFW�V�RZQ�VDNH��$QRWKHU�FDVH�LQ�SRLQW�LV�LWV
OHWWHU�WR�WKH�HQG�XVHU�UHFRPPHQGLQJ�LW�WR�SXUVXH�D�UHFRPPHQGDWLRQ�WR�LQVWDOO�VSHFLDO
HTXLSPHQW�ZKHUHE\��D�IXUWKHU�UHGXFWLRQ�LQ�HPLVVLRQV�RI�62��FRXOG�EH�DFKLHYHG�
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)LQGLQJ��%,76�KDV�LQ�WKLV�DV�ZHOO�DV�LQ�VRPH�RI�WKH�RWKHU
SURMHFWV�VKRZQ�DQ�DFWLYH�DWWLWXGH�WR�ZDQW�WR�SOD\�DQ
DFWLYH�UROO�WR�LPSURYH�WKH�SURMHFW�IRU�WKH�SURMHFW�V�RZQ
VDNH

�����6ITSVXMRK�VIUYMVIQIRX
$FFRUGLQJ�WR�WKH�DJUHHPHQW�ERWK�WKH�VXSSOLHU�3RZHUSLSH�DQG�WKH�HQG�XVHU��ZHUH�REOLJHG
WR��VHSDUDWHO\��SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW��QR�ODWHU�WKDQ���PRQWKV�DIWHU
FRPPLVVLRQLQJ��1RQH�RI�WKH�SDUWLHV�KDYH�FRPSOLHG�ZLWK�WKLV�UXOH�DQG�VKRXOG�EH�FULWLFL]HG
IRU�WKDW�
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-:����(-786-'8�,)%8-2+�-2�8%-=9%2

����8LI�4VSNIGX
:LWK�D�KHDWLQJ�DUHD�RI�RYHU����PLOOLRQ�VTP�SRWHQWLDOO\�EHQHILWLQJ�RYHU�KDOI�D�PLOOLRQ
LQKDELWDQWV�WKH�'+�SURMHFW�LQ�7DL\XDQ�LV�VDLG�WR�EH�WKH�ELJJHVW�RQH�LQ�&KLQD��7KLV�VHHPV
WR�EH�ILWWLQJ�VLQFH�WKH�FLW\�UDQNV�DV�&KLQD�V��DQG�WKHUHE\�SUREDEO\�WKH�ZRUOG�V��PRVW
SROOXWHG�FLW\��7DL\XDQ�LV�VLWXDWHG�LQ�WKH�PLGGOH�RI�RQH�RI�&KLQD�V�PDLQ�FRDO�DUHDV��ZKLFK
DFFRXQWV�IRU�DOPRVW�RQH�WKLUG�RI�WKH�FRXQWU\�V�NQRZQ�VXSSOLHV�

%HFDXVH�LW�ZDV�RQH�RI�WKH�ILUVW�RQHV�WR�EH�LPSOHPHQWHG��LW�ZDV�VHHQ�E\�ERWK�WKH
GRQRU�DQG�WKH�&KLQHVH�DXWKRULWLHV�DV�D�GHPRQVWUDWLRQ�SURMHFW��ZKRVH�RXWFRPH�ZRXOG�EH
FORVHO\�ZDWFKHG�E\�PDQ\�RWKHU�FLWLHV�LQ�&KLQD�FRQWHPSODWLQJ�WKH�LQWURGXFWLRQ�RI�D�QHZ
'+�V\VWHP��+RZHYHU�LW�VKRXOG�EH�SRLQWHG�RXW�WKDW�UHSUHVHQWDWLYHV�IURP�WKH�7DL\XDQ
GLVWULFW�KHDWLQJ�FRPSDQ\�YLVLWHG�RWKHU�VR�FDOOHG�µGHPRQVWUDWLRQ�SURMHFWVµ�LQ�&KLQD�ZKHQ
SUHSDULQJ�WKHLU�RZQ�'+�SURMHFW��$FFRUGLQJ�WR�UHSRUWV�WKH\�YLVLWHG�1XGDQMDQJ�D�WRWDO�RI
HLJKW�WLPHV�DQG�DOVR�'DOLDQ�VHYHUDO�WLPHV�

7KH�KHDWLQJ�VRXUFH�IRU�WKH�'+�V\VWHP�LV�D�FRJHQHUDWLRQ��SODQW��SURGXFLQJ�ERWK�KHDW�DQG
HOHFWULFDO�SRZHU��DQG�LV�RZQHG�E\�WKH�FHQWUDO�JRYHUQPHQW��,WV�FDSDFLW\�LV�WZR�WLPHV
���0:��,Q�DGGLWLRQ��7DL\XDQ�LV�DOVR�VHUYHG�E\�DQRWKHU�FRJHQHUDWLRQ�SODQW�RI���[���
0:��$�WKLUG�&+3�SODQW�ZLWK�DQ�RXWSXW�RI���[�����0:�LV�FXUUHQWO\�XQGHU�FRQVWUXFWLRQ�

%HIRUH�WKH�SUHVHQW�'+�SURMHFW�WKHUH�ZDV�RQO\�RQH�'+�V\VWHP�LQ�7DL\XDQ��ORFDWHG�LQ�WKH
FLW\�V�QRUWKHUQ�SDUW��,W�ZDV�GHYHORSHG�ZLWK�WKH�KHOS�RI�6RYLHW�H[SHUWV�LQ�WKH�����V�DQG
UHOLHV�RQ�LQGXVWULDO�ZDVWH�KHDW�DV�LWV�PDLQ�HQHUJ\�VRXUFH�

7KH�7DL\XDQ�+HDWLQJ�DQG�3RZHU��&RPSDQ\��7+3&��HVWDEOLVKHG�LQ�������DQG�IXOO\
RZQHG�E\�WKH�0XQLFLSDOLW\��KDV�WZR�RWKHU�'+�SURMHFWV�DSDUW�IURP�WKH�RQH�HYDOXDWHG
KHUH��7KH�'RQVKDQ��SURMHFW�ZKLFK�LV�WR�FRYHU�VRPH���PLOOLRQ�VTP�RI�EXLOGLQJ�VSDFH�LV
FXUUHQWO\�EHLQJ�FRQVWUXFWHG�ZLWK�ILQDQFLDO�VXSSRUW�IURP�)LQODQG��DQG�DQRWKHU�RQH�
FDOOHG�3URMHFW�����FXUUHQWO\�EHLQJ�SUHSDUHG�DQG�GHVLJQHG��ZKLFK�LV�WR�FRYHU�����PLOOLRQ
VTP�ZKHQ�UHDG\�
7KH�KHDWLQJ�FRPSDQ\�KDV�D�VWDII�RI�����HPSOR\HHV��RI�ZKLFK�����DUH�HQJLQHHUV�DQG
WHFKQLFDO�VWDII

7KH�6ZHGLVK�VXSSRUWHG�SDUW
7KH�SURMHFW�FRQVLVWV�RI�EXLOGLQJ�D�WRWDO�RI����QHZ�VXEVWDWLRQV��7KLV�ILJXUH�ZDV
VXEVHTXHQWO\�UHYLVHG�GRZQZDUGV�WR�����(YHQWXDOO\�RQO\����RI�WKHP�ZHUH�WR�EH��HTXLSSHG
ZLWK�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ�
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2I�WKH�WRWDO�SURMHFW�LQYHVWPHQW�FRVW�RI�����PLOOLRQ�50%�RQO\�������UHSUHVHQW�IRUHLJQ
LPSRUWV��UHIOHFWLQJ�D�QHZ�FRQFHSW�E\�ZKLFK�D�PDUJLQDO�LPSRUW�RI�IRUHLJQ�NQRZ�KRZ�DQG
HTXLSPHQW�FDQ�EH�LQWHJUDWHG�HIILFLHQWO\�LQWR�D�ODUJH�VFDOH�V\VWHP�RI�&KLQHVH�GHVLJQ��7KH
WRWDO�LQYHVWPHQW�RI�WKH�SURMHFW��LQ������FDOFXODWHG�DW�����PLOOLRQ�50%��ZDV�LQ������UH�
HVWLPDWHG�DW�����PLOOLRQ�50%��6R�IDU�����PLOOLRQ�KDYH�EHHQ�VSHQW��2I�WKHVH����PLOOLRQ
ZHUH�XVHG�IRU�WKH�LPSRUW�RI��6ZHGLVK�HTXLSPHQW

7KH�6ZHGLVK�VXSSRUWHG�SURMHFW�LV�YHU\�GLIIHUHQW�LQ�FKDUDFWHU�IURP�WKH�'RQVKDQ
'+�SURMHFW��ILQDQFHG�E\�)LQODQG�DQG�EHLQJ�LPSOHPHQWHG�PRUH�RU�OHVV�VLPXOWDQHRXVO\�
,Q�WKH�)LQQLVK�VXSSRUWHG�SURMHFW��ZKLFK�LV�RQO\�RQH�WHQWK�WKH�VL]H�RI�WKH�RWKHU��YLUWXDOO\
DOO�HTXLSPHQW�LV�LPSRUWHG�IRUP�)LQODQG��7KLV�ZRXOG�REYLRXVO\�QRW�EH�IHDVLEOH�LQ�D�PXFK
ODUJHU�SURMHFW�ZKLFK�PXVW�QHFHVVDULO\�UHO\�RQ�GRPHVWLFDOO\�SURGXFHG�HTXLSPHQW�IRU�WKH
EXON�RI�WKH�QHHGV��,Q�WKH�'RQVKDQ�SURMHFW�DOVR�WKH�LQVXODWHG�SLSHV�ZHUH�LPSRUWHG��EXW
QRW�DW�DOO�LQ�WKH�6ZHGLVK�VXSSRUWHG�SURMHFW���WKH�RQO\�UHDVRQ�EHLQJ�WKDW�WKHUH�ZDV�PRQH\
DYDLODEOH�LQ�WKH�)LQQLVK�SURMHFW�

7KH�SURMHFW�ZDV�GHVLJQHG�E\�WKH�FRPSDQ\�LWVHOI�DVVLVWHG�E\�WKH�7DL\XDQ�+HDWLQJ�3RZHU
(QJLQHHULQJ�,QVWLWXWH��2ULJLQDOO\�WKH�FRPSDQ\�KDG�FRQWUDFWHG�D��6ZHGLVK�FRQVXOWDQW�
c)��WR�FDUU\�RXW�D�VWXG\�DW�D�FRVW�RI��������86'��EXW��ODWHU�EDFNHG�RXW�RI�WKLV�FRQWUDFW
IRU�ODFN�RI�IXQGV�

:KHQ�WKH�SURMHFW�LV�FRPSOHWHG��LQ�-DQXDU\������DFFRUGLQJ�WR�WKH�RULJLQDO�SODQ��LW�ZLOO
VHUYH�D�WRWDO�EXLOGLQJ�DUHD�RI������PLOOLRQ�VTP�RI�WKH�YHU\�FHQWUDO�SDUWV�RI�WKH�FLW\�ZLWK
GLVWULFW�KHDWLQJ�

7KH�FRQWUDFW�ZDV�DZDUGHG�$OID�/DYDO�7KHUPDO�$%���ZKLFK�XVHG�WKH�IROORZLQJ�6ZHGLVK
VXEFRQWUDFWRUV�IRU�WKH�YDULRXV�HTXLSPHQWV��/DQGLV�	�*\U�6YHULJH�$%��3HUIHFWD�3XPS
$%��3URFDE��3URFHVV�,QVWUXPHQWV�$%���6RPDV�$%��DQG�$%%�0RWRUV�$%�

7KH�FUHGLW�DJUHHPHQW�ZDV�EHWZHHQ�EH�6ZHGLVK�1RUGEDQNHQ��DQG�%DQN�RI�&KLQD��DQG
WKH�IRUPDO�LPSRUWHU�ZDV�WKH�&KLQD�1DWLRQDO�7HFKQLFDO�,PSRUW�DQG�([SRUW�&RUSRUDWLRQ��&17,&�

5HJDUGLQJ�UHSD\PHQW�RI��FUHGLWV�WKH�HQG�XVHU�7+3&�LV�UHVSRQVLEOH�ERWK�IRU
GRPHVWLF�DQG�H[WHUQDO�FUHGLW�UHSD\PHQW��7KH�UHSD\PHQW�RI�WKH�H[WHUQDO�FUHGLW�ZLOO�EH�WR
%DQN�RI�&KLQD��ZKR�UHFHLYHG�JXDUDQWHHV�IRU�WKH�ORDQ�WR�73+&�IURP�WKH�SURYLQFLDO�DV
ZHOO�DV�WKH�FLW\�JRYHUQPHQW�

2I�WKH�GRPHVWLF�FUHGLW�JLYHQ�WR�73+&�IURP�WKH�JRYHUQPHQW�DERXW�����PLOOLRQ
50%�ZDV�UHFHLYHG�DW�RQO\�������LQWHUHVW�UDWH��DQG�WKH�UHVW�DW��������,Q�DGGLWLRQ�VDPH
���PLOOLRQ�50%�ZHUH�ERUURZHG�DW�FRPPHUFLDO�LQWHUHVW�UDWH�����������IURP�D�ORFDO�EDQN�
7KH�SRVVLELOLW\�WR�JHW�VXEVLGL]HG�FUHGLWV�IURP�WKH�*RYHUQPHQW�H[LVWHG�XQWLO�������EXW
ZDV�WKHQ�VWRSSHG�
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,QSXWV
7KH�6ZHGLVK�GHOLYHU\�FRQVLVWV�RI�WKH�IROORZLQJ�

��+DUGZDUH�DQG�VRIWZDUH�IRU�D�FRPSOHWH�FRPSXWHUL]HG�PRQLWRULQJ�DQG�FRQWURO�V\VWHP�IRU�WKH
V\VWHPV�FHQWUDO�VWDWLRQ

��&RQWURO�UHJXODWRUV�SODFHG�DW�WKH�H[LW�RI�WKH�SRZHU�VWDWLRQ
��6KXW�RII�YDOYHV
��5HJXODWLQJ�YDOYHV
��&LUFXODWLRQ�SXPSV
��$XWRPDWLF�DQG�YDULDEOH�VSHHG�HTXLSPHQW
��$�SRUWDEOH�IORZ�PHWUH
��&RPSOHWH�XQLWV�IRU����VXE�VWDWLRQV��LQFOXGLQJ�KHDW�H[FKDQJHUV��ILOWHUV��EXWWHUIO\�DQG�UHJXODWLQJ

YDOYHV��IORZ�DQG�SUHVVXUH�PHWUHV��DQG�SXPSV
��&RQILJXUDWLRQ�GUDZLQJV�IRU�UHJXODWLRQ�YDOHV��SXPSV��FHQWUDO�VWDWLRQV�DQG�YDOYH�FKDPEHUV
��,QVWDOODWLRQ�VXSHUYLVLRQ
��'RFXPHQWDWLRQ
��7UDLQLQJ
��&RPPLVVLRQLQJ

$FFRUGLQJ�WR�SODQ�WKUHH�WUDLQLQJ�VHVVLRQV�ZHUH�WR�EH�FDUULHG�RXW�LQ�6ZHGHQ�EHIRUH�WKH
GHOLYHU\��$IWHU�GHOLYHU\�WKH�VXSSOLHU�ZDV�WR�DVVLVW�WKH�EX\HU�ZLWK�LQVWDOODWLRQ�VXSHUYLVLRQ
DQG�RQ�WKH�MRE�WUDLQLQJ�DPRXQWLQJ�WR�D�WRWDO�RI����PDQ�ZHHNV�

7KH�EUHDNGRZQ�RI�WKH�WRWDO�FRQWUDFW�SULFH�LV�JLYHQ�LQ�WKH�WDEOH�

7DEOH�����%UHDN�GRZQ�RI�WRWDO�FRQWUDFW�DPRXQW

(TXLSPHQW�DQG�PDWHULDOV ����������
6SDUH�SDUWV �����������
7HFKQLFDO�VHUYLFHV �����������
7UDLQLQJ ������������

7KH�LPSRUW�FRQWUDFW�FRQVLVWHG�RI�����SDJHV��ZKLFK�KRZHYHU��DV�LW�WXUQHG�RXW��GLG�QRW
SUHYHQW��D�VXEVHTXHQW�GLVSXWH�EHWZHHQ�EX\HU�DQG�VHOOHU�UHJDUGLQJ�VRPH�RI�WKH
REOLJDWLRQV�RQ�SDUW�RI�WKH�VXSSOLHU��)RU�WKH�VLJQLQJ�RI�WKH�FRQWUDFW�WKH�EX\HU�VHQW�VL[
SHUVRQV�WR�6ZHGHQ�ZKR�VWD\HG�IRU�WZR�ZHHNV���DW�WKH�H[SHQVH�RI�WKH�VHOOHU�

$�FODXVH�ZDV�LQFOXGHG�ZKLFK�DOORZHG�WKH�EX\HU�WR�XVH�IXQGV�QRW�XWLOL]HG�IRU
WHFKQLFDO�VXSHUYLVLRQ�IRU�VSDUH�SDUWV�LQVWHDG�

'XULQJ�QHJRWLDWLRQV�WKH�6ZHGLVK�VLGH�VXJJHVWHG�WKDW�WKH�SURMHFW�VKRXOG�DOVR
LPSRUW�WKH�SLSHV�QHHGHG�RI�ODUJHU�GLPHQVLRQV��DV�WKHUH�ZDV�QR�SURGXFWLRQ�RI�SUH�
LQVXODWHG�SLSHV�LQ�GLPHQVLRQV�RI�RYHU�����PP�LQ�FKLQD��EXW�WKDW�RSWLRQ�ZDV�UHMHFWHG�DV
EHLQJ�WRR�FRVWO\�

0RWLYHV
,Q�SULQFLSOH��WKH�HTXLSPHQW�EHLQJ�LPSRUWHG�IURP�6ZHGHQ�LV�RQO\�WKDW�ZKLFK�FDQ�QRW�EH
IRXQG�RI�VXIILFLHQW�TXDOLW\�LQ�WKH�ORFDO�PDUNHW��%HORZ�ZH�ZLOO�DUJXH�WKDW�LW�LV�QRW�DOZD\V
HDV\�WR�GHWHUPLQH�ZKHWKHU�WKLV�FRQGLWLRQ�LV�IXOILOOHG�RU�QRW�
7KH�PRWLYHV��IRU�EX\LQJ�6ZHGLVK�HTXLSPHQW�LQVWHDG�RI�GRPHVWLF�ZHUH�WKH�IROORZLQJ�
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&RPSXWHUL]HG�FRQWURO�V\VWHP���DSSDUHQWO\��LQ�&KLQD��WKHUH�ZDV�QR�V\VWHP�DYDLODEOH
ZKLFK�LV�VWDQGDUGL]HG�ZLWK�UHVSHFW�WR�ERWK�KDUGZDUH�DQG�WKH�QHHGHG�VRIW�ZDUH�
,PSRUWHG�V\VWHPV��RQ�WKH�RWKHU�KDQG��DUH�EDVHG�RQ�VWDQGDUG�PRGXODU�DQG�XQLYHUVDO
FRPSRQHQWV��ZKLFK�DUH�LQWHUFKDQJHDEOH�DQG�FRPSDWLEOH�EHWZHHQ�GLIIHUHQW�EUDQGV

&KLQHVH�YDOYHV��LQ�ODUJH�GLPHQVLRQV�KDYH�SUREOHPV�ZLWK�LQWHUQDO�OHDNDJHV��ZKLFK
PD\�QHJDWLYHO\��DIIHFW�DYDLODELOLW\�RI�WKH�ZKROH�'+�QHWZRUN��,Q�WKH�FDVH�RI�7DL\XDQ�LW
ZDV�HVWLPDWHG�WKDW�����OHVV�DYDLODELOLW\�ZRXOG�FRVW�DERXW���������\XDQ�D�\HDU�GXH�WR
H[WUD�IXHO�FRVWV�IRU�ORFDO�KHDWLQJ�

'RPHVWLFDOO\�SURGXFHG�UHJXODWLQJ�YDOYHV��DUH�VDLG�WR�KDYH�SUREOHPV�ZLWK�WKH
UHJXODWLQJ�IXQFWLRQ��ZKLFK�FDQ�OHDG�WR�WKHUPDO�ORVVHV�DV�ZHOO�DV�UHGXFHG�DYDLODELOLW\�

7KH�PRVW�HIILFLHQW�W\SH�RI�KHDW�H[FKDQJHU���ZKLFK�LV�WKH�RQH�EHVW�VXLWDEOH�IRU�WKLV
SURMHFW��LV�QRW�PDQXIDFWXUHG�LQ�&KLQD��7KH�GRPHVWLFDOO\�SURGXFHG�KHDW�H[FKDQJHUV�KDYH
D�ORZ�KHDW�WUDQVIHU�FRHIILFLHQW�DQG�D�UXEEHU�JDVNHW�ZKLFK�ODVWV�RQO\�D�UHODWLYHO\�VKRUW
WLPH��DQG�WKHUHIRUH�UHTXLUHV�PRUH�PDLQWHQDQFH��$�GLVDGYDQWDJH�ZLWK�WKH�6ZHGLVK�KHDW
H[FKDQJHUV�LV�KRZHYHU�WKDW�WKH\�FDQQRW�EH�GLVDVVHPEOHG�DQG�PXVW�WKHUHIRUH�EH�FOHDQHG
FKHPLFDOO\��WKH�DGYDQWDJH�EHLQJ�KRZHYHU�WKDW�WKHUH�ZLOO�EH�QR�OHDNDJH�

$XWRPDWLF�YDULDEOH�VSHHG�SXPSLQJ��HTXLSPHQW�LV�QRW�PDQXIDFWXUHG�LQ�&KLQD��DQG
UHJDUGLQJ�HOHFWULFDO�IORZ�PHWUHV��WKHUH�ZHUH��DW�WKH�WLPH��QRQH�DYDLODEOH�LQ�&KLQD�ZLWK�WKH
FRUUHFW�VSHFLILFDWLRQV�

7KH�6ZHGLVK�DSSUDLVDO�UHPDUNHG�WKDW�WKH�WUDLQLQJ�FRPSRQHQW�LQFOXGHG�LQ�WKH�6ZHGLVK
RIIHU�ZDV�QRW�ODUJH�HQRXJK��DQG�VXJJHVWHG�WKDW�LW�EH�LQFUHDVHG�

([SHFWHG�HIIHFWV�DQG�EHQHILWV
7KH�HIIHFWV�DW�WKH�SURMHFW�OHYHO�RI�XVLQJ�6ZHGLVK�HTXLSPHQW�ZHUH�VXPPDUL]HG�WKXV�
�����EHWWHU�DXWRPDWLRQ�DQG�FRQWURO�RI�WKH�V\VWHP�ZLOO�OHDG�WR
��UHGXFHG�SXPSLQJ�FRVWV
��ORZHU�ORVVHV�LQ�WKH�QHWZRUN�GXH�WR�ORZHU�DQG�EHWWHU�FRQWUROOHG�WHPSHUDWXUH
��ORZHU�HQHUJ\�FRQVXPSWLRQ�LQ�EXLOGLQJV�GXH�WR�EHWWHU�WHPSHUDWXUH�FRQWURO�LQ�WKLUG

QHWZRUN�
��EHWWHU�DYDLODELOLW\�RI�WKH�V\VWHP�GXH�WR�WKH�FRQWURO�V\VWHP��DQG

����EHWWHU�TXDOLW\�QHWZRUN�ZLOO�OHDG�WR
��IHZHU�OHDNDJHV
��ORQJHU�RSHUDWLRQ�WLPHV

7KH�PDLQ�EHQHILWV�H[SHFWHG�IURP�WKLV�SURMHFWV�ZHUH�
��D�GUDPDWLF�VDYLQJ�LQ�FRDO�FRQVXPSWLRQ
��D�GUDPDWLF�UHGXFWLRQ�RI�HPLVVLRQV�RI�SROOXWDQWV�LQ�WKH�FLW\�FHQWHU
��EHWWHU�PRQLWRULQJ�DQG�FRQWURO�V\VWHP�ZLOO�PDNH�V\VWHP�PRUH�HIILFLHQW

WHFKQRORJLFDOO\�DV�ZHOO�DV�HFRQRPLFDOO\
��KLJKHU�DYDLODELOLW\�RI�KHDWLQJ�IDFLOLW\
��SURMHFW�ZLOO�VHUYH�DV�UHIHUHQFH�DQG�GHPRQVWUDWLRQ�REMHFW�IRU�RWKHU�FLWLHV�LQ�&KLQD

7KH��EHQHILWV�ZRXOG�EH�DWWDLQHG�DVVXPLQJ��WKDW�73'+�GHPRQVWUDWHG�VXIILFLHQW�WHFKQLFDO
NQRZOHGJH�DQG�FDSDELOLW\�WR�FDUU\�RXW�WKH�SURMHFW�
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3URYLVLRQ�RI�KRW�WDS�ZDWHU
7KH�TXHVWLRQ�RI�SURYLGLQJ�KRW�WDS�ZDWHU�WR�WKH�FRQVXPHUV�E\�XVH�RI�VSHFLDO�KHDW
H[FKDQJHUV�DV�SDUW�RI�WKH�'+�SURMHFW�ZDV�GLVFXVVHG�ZLWKRXW�DQ\�UHVXOW��7KH�DSSUDLVDO
FRPPLVVLRQHG�E\�%,76�VXJJHVWHG�WKLV�SRVVLELOLW\�WR�EH�VHULRXVO\�LQYHVWLJDWHG��,W�DOVR
VXJJHVWHG�WKDW�D�VWXG\�EH�XQGHUWDNHQ�ZLWK�D�YLHZ�WR�PDNLQJ�WKH�FRVW�WR�WKH�FRQVXPHUV�WR
EH�LQIOXHQFHG�E\�WKH�DFWXDO�FRQVXPSWLRQ�RI�KHDWLQJ�

6LPXOWDQHRXVO\�ZLWK�WKH�SUHVHQW�'+�SURMHFW�WKHUH�LV�DQ�RQ�JRLQJ�SURMHFW�WR
FRQVWUXFW�D�JDV�GLVWULEXWLRQ�QHWZRUN�WR�EH�XVHG�E\�WKH�KRXVHKROGV�ZKR�LQYHVW�LQ�WKHLU
RZQ�VPDOO�JDV�ILUHG�ZDWHU�KHDWHUV��2YHU������RI�WKH�7DL\XDQ�KRXVHKROGV�DUH�DOUHDG\
FRQQHFWHG�WR�WKH�FLW\�V�JDV�GLVWULEXWLRQ�OLQHV��ZKLOH�DQRWKHU������XVH�ERWWOHG�JDV�IRU�WKHLU
FRRNLQJ�DQG�VRPHWLPHV�DOVR�IRU�WKHLU�KHDWLQJ�QHHGV��+RXVHKROG�FRQVXPSWLRQ�RI�JDV��DV
RSSRVHG�WR�KHDW��LV�PHDVXUH�E\�LQGLYLGXDO�PHWUHV�LQVWDOOHG�LQ�WKH�KRPHV�
7KH�JHQHUDO�FRQFOXVLRQ�RI�H[SHUWV�LV�WKDW�LW�LV�PRUH�HIILFLHQW�DQG�PRUH�HFRQRPLFDO�WR
PHUJH�WKH�WZR�VHUYLFHV�KHDWLQJ�DQG�KRW�WDS�ZDWHU��VXFK�WKDW�WKH�KRW�ZDWHU�LV�GLVWULEXWHG
DV�D�SDUW�RI�WKH�'+�QHWZRUN�V\VWHP�

����+SEP�LMIVEVGL]�ERH�PSKMGEP�JVEQI[SVO

7KH�LQIRUPDWLRQ�RQ�LQSXWV�DQG�DFWLYLWLHV�DV�ZHOO�DV�WKH�SURMHFW�V�H[SHFWHG�RXWSXWV��HIIHFWV
DQG�LPSDFWV�FDQ�EH�RUJDQL]HG�LQ�WKH�IROORZLQJ�RXWOLQH�RI�D�ORJLFDO�IUDPHZRUN�VFKHGXOH�

7DEOH�����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�7DL\XDQ�'LVWULFW�+HDWLQJ�SURMHFW
7$5*(76��$1'�2%-(&7,9(6��$7��',))(5(17
/(9(/6

$668037,216
0$'(�
5(675,&7,216

&ULWHULD�IRU
PHDVXUHPHQW�
LQGLFDWRUV

$FKLHYHG

,QSXWV���(TXLSPHQW�LPSRUWHG�IURP�6ZHGHQ

&RQWURO�UHJXODWRUV�SODFHG�DW�WKH�H[LW�RI�WKH�SRZHU�
VWDWLRQ

&UHGLW�LQWHUPHGLDWLRQ�RI
%DQN�RI�&KLQD�WR
PDWHULDOL]H

+DUGZDUH�DQG�VRIWZDUH�IRU�D�FRPSOHWH�FRPSXWHUL]H
PRQLWRULQJ�DQG�FRQWURO�V\VWHP�IRU�WKH�V\VWHPV�FHQWU
VWDWLRQ��LQFOXGLQJ
�������VKXW�RII�DQG�UHJXODWLQJ�YDOYHV
��FLUFXODWLRQ�SXPSV
��DXWRPDWLF�DQG�YDULDEOH�VSHHG�HTXLSPHQW
��SRUWDEOH�IORZ�PHWUH

&RPSOHWH�XQLWV�IRU����VXE�VWDWLRQV��LQFOXGLQJ
�������KHDW�H[FKDQJHUV
�������ILOWHUV
�������EXWWHUIO\�DQG�UHJXODWLQJ�YDOYHV
�������IORZ�DQG�SUHVVXUH�PHWUHV
�������SXPSV
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&RQILJXUDWLRQ�GUDZLQJV�IRU�UHJXODWLRQ�YDOYHV�
SXPSV��FHQWUDO�VWDWLRQV�DQG�YDOYH�FKDPEHUV�
'RFXPHQWDWLRQ
�,QVWDOODWLRQ�VXSHUYLVLRQ��&RPPLVVLRQLQJ
7UDLQLQJ
2WKHU�HTXLSPHQWV��PDWHULDO�DQG�LQSXWV
$FWLYLWLHV
&LYLO�ZRUNV
,QVWDOOLQJ�HTXLSPHQW�LQ��FHQWUDO�DQG�VXE�VWDWLRQV
6XSHUYLVLRQ
2XWSXWV
��)XQFWLRQLQJ�GLVWULFW�KHDWLQJ�V\VWHP�ZLWK
FRQQHFWHG�DUHD�RI������PLOOLRQ�VTP�E\�-DQXDU\�RI
����
(IIHFWV
��1HW�VDYLQJV�RI���������WRQV�RI�FRDO�DQQXDOO\
��5HGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�62���&2��
SDUWLFXODWHV
��5HGXFHG�WUDQVSRUWDWLRQ�QHHGV�RI�FRDO
��(QKDQFHG�3URORQJHG�WHFKQLFDO�OLIHWLPH�RI�'+
V\VWHP
��KLJKHU�DYDLODELOLW\�RI�KHDWLQJ�IDFLOLW\
��)LQDQFLDOO\�VXVWDLQDEOH�RSHUDWLRQ�E\�'+�
FRPSDQ\
,PSDFWV
��,PSURYHG�KHDOWK�RI�FLW\�V�LQKDELWDQWV
��(FRQRPLF�VDYLQJV�IRU�WD[�SD\HUV
��PRUH�FRPIRUWDEOH�OLYLQJ�IRU�FLW\�V�LQKDELWDQWV

7KH�FDXVDO�OLQNV��EHWZHHQ�WKH�YDULRXV�IDFWRUV�RI�WKH�ORJLFDO�IUDPHZRUN�WDEOH�FDQ�EH�VKRZQ
LQ�D�JRDO�KLHUDUFK\�PRGHO�OLNH�LQ�ILJXUH���RQ�WKH�QH[W�SDJH�
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)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�7DL\XDQ�'LVWULFW�+HDWLQJ�SURMHFW

,13876 $&7,9,7,(6 2873876 ())(&76 ,03$&76

Hardware and soft-
ware for a complete
computerized moni
toring and control
system for the
central station,
including
 - shut-off and
 regulating valves
- circulation pumps
- automatic and
variable speed
 equipment

portable flow

Domestically
produced
equipment

Complete units for
60 sub-stations,
including
    - heat exchangers
    - filters
    - butterfly and
regulating valves
    - flow and pressure
metres

Installing
equipment
in 28 out of
a total of
44
substations

Supervision

Civil works

Installing
equipment
in  central
heating
station

10,4
million
extra sqm
heating
area
connected
to a
functioning
district
heating
system by
January
1995

Closure
of many
smaller
inefficient
boilers

Dramatically
reduced
emissions of
- particulates
- coal dioxide
- sulfur dioxide
- natrium oxides

Net savings
of Y
tons of coal
annually

Reduced
transport-
ation needs
of coal

Enhanced
technology
and
prolonged
lifetime of
DH-system

City real
estate
freed by
evacuated
boilers

Achieve financial  and economic
profitability

Transfer of knowledge
regarding DH-technology

Improved
health
of city´s
inhabitants

Economic
savings for
tax-payers

More
comfortable
living for
city´s
inhabitants

Demonstration
effect
regarding
District
Heating
Technology
visavis other
Chinese cities

Control regulators
placed at the exit of
 the power-station

Configuration drawings for
regulation valves, pumps, central
stations and valve chambers;
Documentation

Installation supervision;
Commissioning

Training

Increased availability of
entire DH-system
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����2IKSXMEXMSRW��4VSGYVIQIRX

7KUHH�6ZHGLVK�ILUPV�ZHUH�DVNHG�WR�VXEPLW�RIIHUV�IRU�WKLV�GHOLYHU\��$%%��$7)��DQG�$OID�
/DYDO���2I�WKHVH��WKH�ODWWHU�WZR�DFWXDOO\�VXEPLWWHG�RIIHUV��7KH�W\SH�RI�SURFXUHPHQW�ZDV�E\
WKH�&KLQHVH�VLGH�ODEHOHG�DV�µGLUHFW�SURFXUHPHQW�ZLWK�FRPSHWLWLRQµ�UDWKHU�WKDQ
µLQWHUQDWLRQDO�FRPSHWLWLYH�ELGGLQJµ��DQG�WKH�SURMHFW�ZDV�FKDUDFWHUL]HG�DV�D
µFRPSRQHQW�VXSSO\µ�SURMHFW�
7KHUH�ZHUH�VRPH�GLVFXVVLRQV�EHWZHHQ�$7)�DQG�7+3&�UHJDUGLQJ�WKH�DSSURSULDWHQHVV�RI
WXUQ�NH\�GHOLYHU\��$7)�WRRN�WKH�SRVLWLRQ�WKDW�LI�LW�FRXOG�QRW�LQIOXHQFH�WKH�GHVLJQ�RI�WKH
SURMHFW�LW�ZDV�QRW�ORJLFDO�IRU�WKH�VXSSOLHU�WR�VKRXOGHU�D�WXUQ�NH\�UHVSRQVLELOLW\�IRU�WKH
RXWFRPH�RI�WKH�SURMHFW�

)LQGLQJ��7KHUH�ZHUH�VRPH�GLVFXVVLRQV�EHWZHHQ�$7)�DQG
7+3&�UHJDUGLQJ�WKH�DSSURSULDWHQHVV�RI�WXUQ�NH\�GHOLYHU\�
$7)�WRRN�WKH�SRVLWLRQ�WKDW�LI�LW�FRXOG�QRW�LQIOXHQFHG�WKH
GHVLJQ�RI�WKH�SURMHFW�LW�ZDV�QRW�ORJLFDO�IRU�WKH�VXSSOLHU�WR
VKRXOGHU�D�WXUQ�NH\�UHVSRQVLELOLW\�IRU�WKH�RXWFRPH�RI�WKH
SURMHFW�

����-QTPIQIRXEXMSR

(YHQ�LI�WKH�6ZHGLVK�GHOLYHULHV�ZHUH�FRQWUDFWHG�RQO\�LQ�������WKH�SURMHFW�LQ�7DL\XDQ�ILUVW
VWDUWHG�LQ�-XO\�RI��������6LQFH�WKHQ������NP�RI�PDLQ�SLSHOLQHV�KDV�EHHQ�ODLG��XVLQJ
&KLQHVH�SLSHV���DV�ZHOO�DV������NP�RI�IHHGHU�OLQHV�DQG�EUDQFK�OLQHV�����VXEVWDWLRQV�KDYH
EHHQ�EXLOW�ZLWK�D�FDSDFLW\�WR�VHUYH�D�WRWDO�DUHD�RI�����PLOOLRQ�VTP�ZLWK�KHDWLQJ��7KH
V\VWHP�ZDV�SXW�LQWR�RSHUDWLRQ�LQ�1RYHPEHU�������DQG�WKH�SUHVHQW�IORRU�DUHD�KHDWHG�LV
����PLOOLRQ�VTP�
2I�WKH����VXEVWDWLRQV���KDYH�VR�IDU�EHHQ�HTXLSSHG�ZLWK�6ZHGLVK�HTXLSPHQW�

7KH�SURMHFW�KDV�QRW�\HW�UHDFKHG�LWV�GHVLJQ�FDSDFLW\�ZKLFK�VSHFLILHV�D�ZDWHU�WHPSHUDWXUH
RI�����GHJUHHV��7KH�IHHG�WHPSHUDWXUH�WRGD\�LV�RQO\������7KHUHIRUH�WKH�SHUIRUPDQFH�RI
VRPH�RI�WKH�6ZHGLVK�HTXLSPHQW�FDQ�QRW�\HW�EH�WHVWHG�

$�JHQHUDO�OHWWHU�RI�DFFHSWDQFH�ZDV�VLJQHG�LQ�WKH�HQG�RI�����
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6R�IDU����RI�WKH����VXEVWDWLRQV�KDYH�EHHQ�HTXLSSHG��,W�PD\�WDNH�DQRWKHU�WZR�\HDUV
EHIRUH�DOO�WKH����VXEVWDWLRQV�DUH�HTXLSSHG�DQG�FRQQHFWHG�WR�WKH�FRPSXWHU�V\VWHP�7KH
UHPDLQLQJ����VXEVWDWLRQV�DUH�SODQQHG�WR�EH�FRQQHFWHG�WR�WKH�FRPSXWHU�V\VWHP�ZLWKLQ��
\HDUV�

)LQGLQJ��6LQFH�WKH�SURMHFW�KDV�QRW�\HW�UHDFKHG�LWV�GHVLJQ
FDSDFLW\��WKH�SHUIRUPDQFH�RI�VRPH�RI�WKH�6ZHGLVK�HTXLSPHQW�FDQ
QRW�\HW�EH�WHVWHG��6R�IDU����RI�WKH����VXEVWDWLRQV�KDYH�EHHQ
HTXLSSHG��,W�PD\�WDNH�DQRWKHU�WZR�\HDUV�EHIRUH�DOO�WKH���
VXEVWDWLRQV�DUH�HTXLSSHG�DQG�FRQQHFWHG�WR�WKH�FRPSXWHU�V\VWHP
7KH�UHPDLQLQJ����VXEVWDWLRQV�DUH�SODQQHG�WR�EH�FRQQHFWHG�WR�WKH
FRPSXWHU�V\VWHP�ZLWKLQ���\HDUV�

����6IWYPXW�SYXTYXW

9,6,7�72�7+(�&203$1<�+($'48$57(56��+286,1*�7+(�$8720$7,&
&21752/�67$7,21
7KH�FRPSDQ\�KDV�D�ODUJH��DSS�ILYH�E\�WKUHH�PHWUHV��UHOLHI�PRGHO�RI�WKH�ZKROH�FLW\
VKRZLQJ�WKH�HQWLUH�'+�V\VWHP�LQFOXGLQJ�DOO�LWV�VXEVWDWLRQV�DQG�XQGHUJURXQG�SLSHOLQHV�

7KH�FRQWURO�V\VWHP���LQVWDOOHG�LQ�1RYHPEHU�������ZDV�YHU\�ZHOO�NHSW�DQG�FOHDQ��DV�ZDV�WKH
ZKROH�EXLOGLQJ��7KH�WRWDO�FRVW�RI�WKH�FRQWURO�V\VWHP�LV�DERXW���PLOOLRQ�LQFOXGLQJ�WKH
WUDLQLQJ�FRPSRQHQW�

&RPSXWHUV�VWRUHG�IRU�WKUHH�DQG�D�KDOI�\HDUV�
7KH�IRXU�FRPSXWHUV�ZHUH�GHOLYHUHG�DOUHDG\�DW�WKH�HQG�RI�������WKHQ�NHSW�LQ�VWRUDJH�XQWLO
1RYHPEHU������ZKHQ�WKH\�ZHUH�LQVWDOOHG���$FFRUGLQJ�WR�WKH�RULJLQDO�SODQ�WKH�FRPSXWHUV
VKRXOG�KDYH�EHHQ�LQVWDOOHG�DW�WKH�HQG�RI������

,Q�VSLWH�RI�PDQ\�TXHVWLRQV�,�ZDV�XQDEOH�WR�JHW�D�JRRG�DQVZHU�WR�ZK\�WKH�GDWD
HTXLSPHQW�ZDV�SURFXUHG�DQG�GHOLYHUHG�WZR�\HDUV�EHIRUH�WKH\�SODQQHG�WR�XVH�LW��,Q�UHDOLW\
LW�EHFDPH�RYHU�WKUHH�\HDUV��(YHQ�LI�WKH�&KLQHVH�LPSRUWHU�DSSDUHQWO\�ZDV�QRW�DZDUH�RI
WKH�YHU\�UDSLG�GHYHORSPHQW�LQ�SULFH�DQG�FDSDFLW\�RI�FRPSXWHUV�JRLQJ�RQ�LQ�WKH�ZHVW���LW
LV�TXLWH�UHPDUNDEOH�WKDW�QHLWKHU�WKH�GRQRU�DJHQF\�QRU�WKH�VXSSOLHU�UHDFWHG��7KH\�NQHZ
DERXW�WKH�GHVLJQ�SODQV�DQG�WKH�WLPHWDEOH��ZKLFK�ZHUH�DOO�SDUW�RI�WKH�FRQWUDFW�DQG�WKH
QHJRWLDWLRQV�
7KH�VXSSOLHU�V��DQG�SHUKDSV�%,76���SDVVLYHQHVV�LQ�WKLV�UHVSHFW�FDQ�DW�EHVW�EH�GHVFULEHG
DV�FDUHOHVV��EXW�SHUKDSV�DV�LUUHVSRQVLEOH�
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)LQGLQJ��7KH�IRXU�FRPSXWHUV�ZHUH�GHOLYHUHG�DOUHDG\�DW�WKH�HQG�RI
������WKHQ�NHSW�LQ�VWRUDJH�XQWLO�1RYHPEHU������ZKHQ�WKH\�ZHUH
LQVWDOOHG���$FFRUGLQJ�WR�WKH�RULJLQDO�SODQ�WKH�FRPSXWHUV�VKRXOG�KDYH
EHHQ�LQVWDOOHG�DW�WKH�HQG�RI������
��������7KH�VXSSOLHU�V��DQG�SHUKDSV�%,76����SDVVLYHQHVV�Z�U�W��WKH
GHOLYHU\�RI�FRPSXWHUV�DQG�VRIWZDUH�EHLQJ�GRQH�WZR�\HDUV�EHIRUH��WKHLU
LQWHQGHG�LQVWDOODWLRQ��FDQ�DW�EHVW�EH�GHVFULEHG�DV�FDUHOHVV��EXW
SHUKDSV�DV�LUUHVSRQVLEOH�

7KH�DQVZHU�JLYHQ�WR�P\�TXHVWLRQ�ZK\�WKH�FRPSDQ\�GLG�QRW�VSHFLI\�LQ�WKH�FRQWUDFW�WKDW
WKH�FRPSXWHUV�VKRXOG�EH�GHOLYHUHG�RQO\�WZR�\HDUV�ODWHU��ZDV�

µ7KH�FRQWURO�V\VWHP�LQFOXGHV�D�ORW�RI�GLIIHUHQW�HTXLSPHQW���FRQWURO�SDQHOV�DQG�PDQ\�YDULRXV
WKLQJV�LQ�WKH�VXEVWDWLRQV�HWF���ZKLFK�DOO�FDPH�DV�SDUW�RI�D�ELJ�SDFNDJH��6R�WKHUHIRUH�ZH�JRW�WKH�ZKROH�WKLQJ
DW�RQFH�������1R�RQH�LQ�WKH�6ZHGLVK�GHOHJDWLRQ�VXJJHVWHG�WR�XV�WKDW�WKH�FRPSXWRU�H�FRXOG�EH�GHOLYHUHG�WZR
\HDUV�ODWHU�µ

1RU�ZDV�WKH�FRPSDQ\�KHOSHG�LQ�WKLV�PDWWHU�E\�WKH��&71&7�ZKLFK�KDQGOHG�WKH
FRPPHUFLDO�SDUW�RI�WKH�QHJRWLDWLRQ�RQ�WKH�&KLQHVH�VLGH���7KH�WHFKQLFDO�SDUW�RI�WKH
QHJRWLDWLRQV�ZHUH�KRZHYHU�KDQGOHG�E\�WKH�FRPSDQ\�LWVHOI��

3RVVLEOH�V\VWHP�IDLOXUH
$QDO\]LQJ�WKLV�GHOLYHU\�RQH�JHWV�WKH�LPSUHVVLRQ�WKDW�WKH�FOLHQW�KDV�IHOW�UXVKHG�LQWR
DFFHSWLQJ�DQ�LPPHGLDWH�GHOLYHU\�LQ�RUGHU�QRW�WR�ORRVH�WKH�RSSRUWXQLW\�RI�FRQFHVVLRQDU\
ILQDQFLQJ��&RXOG�LW�EH�D�V\VWHP�IDLOXUH�RI�WKH�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�VFKHPH��LQ
WKH�VHQVH�WKDW�LW�GRHV�QRW�FRQWDLQ�DQ�HDV\�PHFKDQLVP�IRU�SDUW�GHOLYHULHV�WR�EH�SRVWSRQHG
WR�D�ODWHU�GDWH"���$FFRUGLQJ�WR�RQH�UHVSRQVLEOH�6LGD�RIILFHU�WKHUH�LV�QR�OHJDO�REVWDFOH�IRU�D
FRQFHVVLRQDU\�FUHGLW�WR�EH�DUUDQJHG�LQ�GLIIHUHQW�WUDQFKHV��DOWKRXJK�WKLV�PLJKW�VOLJKWO\
FRPSOLFDWH�WKH�FDOFXODWLRQ�RI�DPRUWL]DWLRQ�SHULRGV�HWF��$QRWKHU�VROXWLRQ�FRXOG�EH�WR�IRU
WKH�FUHGLW�DJUHHPHQW�WR�VSHFLI\�D�YHU\�ORQJ�GLVEXUVHPHQW�SHULRG��2QH�VHW�EDFN�ZLWK�D
ORQJ�GLVEXUVHPHQW�SHULRG�RU�GLIIHUHQW�WUDQFKHV�ZRXOG�KRZHYHU�EH�WKDW�WKH�FOLHQW�PXVW
SD\�D�KLJKHU�FRPPLWPHQW�IHH��DV�ZHOO�DV�KLJKHU�LQVXUDQFH�IHH�
$QRWKHU�VQDJ�LV�WKDW�WKH�6ZHGLVK�DJHQF\�VXSSO\LQJ�WKH�FRPPHUFLDO�SDUW�RI�WKH�FUHGLW�

6(.��ZLOO�RQO\�SURFXUH�D�FUHGLW�DW�WKH�WLPH�ZKHQ�LW�LV�QHHGHG��,I�D�FUHGLW�LV�QHJRWLDWHG�LQ
VHYHUDO�WUDQFKHV��ZLGH�DSDUW�LQ�WLPH��LW�ZRXOG�WKXV�EULQJ�DQ�DGGHG�FRPSOLFDWLRQ�IRU
6(.�
7KHRUHWLFDOO\��WKH�EHVW�VROXWLRQ�ZRXOG�SHUKDSV�EH�WR�RSW�IRU�WZR�VHSDUDWH�FUHGLWV��LQVWHDG
RI�D�VLQJOH�RQH�RI�ORQJ�PDWXULW\��7KLV�ZRXOG��LQ�FRQVHTXHQFH��DOVR�LPSO\�WKDW�WKH
FRPPHUFLDO�QHJRWLDWLRQV�EHWZHHQ�LPSRUWHU�DQG�H[SRUWHU�DUH�KHOG�DW�WZR�GLIIHUHQW�WLPHV�
%XW�LW�LV�QRW�FOHDU�ZKHWKHU�VXFK�D�VROXWLRQ�ZRXOG�EH�DJUHHDEOH�IRU�WKH�GRQRU�DJHQF\�6LGD�

,Q�WKLV�FDVH�WKH�FOLHQW�KDV�DSSDUHQWO\�VHHQ�LW�DV�D�QHFHVVLW\�WKDW�D�FUHGLW�EH�XVHG�XS�ZLWKLQ
D�VSHFLILHG�WLPH�SHULRG��7KH�6ZHGLVK�VXSSOLHU�DOVR�FRPHV�RXW�DV�D�YLFWLP�RI�WKLV�V\VWHP
EHFDXVH�KH�KDV�QR�LQFHQWLYH�WR�ZRUN�RXW�DQ�RSWLPDO�SDFNDJH�IRU�WKH�FOLHQW�HYHQ�WKRXJK�LW
ZRXOG�QRW�FRVW�KLP�DQ\WKLQJ��,Q�WKLV�FDVH�WKHUH�ZDV�QR�JDLQ�IRU�$OID�/DYDO�WR�GHOLYHU�D
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V\VWHP�WR�WKH�FOLHQW�ZKLFK�ZLOO�EH�WRWDOO\�RXW�RI�GDWH�E\�WKH�WLPH�LW�LV�LQVWDOOHG��%XW�WKLV�LV
ZKDW�KDSSHQHG��DQG�DV�D�UHVXOW�DOVR�WKH�6ZHGLVK�VXSSOLHU�PD\�VXIIHU�FRPPHUFLDOO\�ZKHQ
WKH�FOLHQW�VORZO\�EXW�VXUHO\�EHFRPHV�DZDUH�WKDW�KLV�FRPSXWHU�V\VWHP�LV�RXWGDWHG�DOUHDG\
IURP�WKH�VWDUW�
$OVR�LQ�WKH�)LQQLVK�VXSSRUWHG�SURMHFW�LQ�'RQVKDQ�WKH�FRPSXWHUV�ZHUH�GHOLYHUHG�ZD\
DKHDG�RI�WKHLU�SODQQHG�LQVWDOODWLRQ�GDWH��1HLWKHU�WKH�)LQQV�VXJJHVWHG�WR�WKH�FRPSDQ\
WKDW�WKH\�VKRXOG�GHOD\�WKH�GHOLYHU\��RI�WKH�FRPSXWHUV�

7UDLQLQJ
7KH�FRPSDQ\�IHHOV�WKDW�LW�VWLOO�QHHGV�D�ORW�RI�WUDLQLQJ�LQ�RSHUDWLQJ�WKH�FRPSXWHUL]HG
FRQWURO�V\VWHP��7KDW�VHHP�ORJLFDO�VLQFH�WKH�WUDLQLQJ�WR�EH�SURYLGHG�DV�SHU�FRQWUDFW��VWLOO
UHPDLQV�WR�EH�GHOLYHUHG��7KLV�LV�VXSSRVHG�WR�LQFOXGH�VL[�SHUVRQV�IRU�D�WZR�ZHHN�WUDLQLQJ
SURJUDP��LQ�6ZHGHQ�

$OVR�WKHUH�DUH�RWKHU�WKLQJV�ZKHUH�WKH�FOLHQW�H[SHFWV�WKH�VXSSOLHU�WR�GHOLYHU
VHUYLFHV��2QH�H[DPSOH�LV�WKDW�WKH\�FDQ�LPSURYH��RU�VKDSH�XS�WKH�V\VWHP��SHUKDSV�ZLWK�D
QHZ�PRGHP�RU�VRIW�ZDUH��7KLV�WKH�FOLHQW�ZRXOG�KDYH�WR�SD\�IRU�

8VH�RI�WHOHSKRQH�FDEOHV
$FFRUGLQJ�WR�RULJLQDO�SODQ�GHVLJQ�WKH�SURMHFW�ZRXOG�KDYH�XVHG�D�FDEOH��DV�FRQQHFWLRQ
EHWZHHQ�WKH�FRQWURO�VWDWLRQ�DQG�WKH�VXE�VWDWLRQV��EXW�IRU�FRVW�UHDVRQV�LW�ZDV�GHFLGHG��LQ
�����WR�XVH�WKH�SXEOLF�WHOHSKRQH�V\VWHP�LQVWHDG��7KLV��DW�OHDVW�SDUWO\��H[SODLQV�WKH�GHOD\
LQ�LQVWDOOLQJ�WKH�FRQWURO�V\VWHP�

$Q�H[SHUW�IURP�$OID�/DYDO�FDPH�WR�DGYLVH�WKH�FRPSDQ\�UHJDUGLQJ�WKH�SRVVLELOLW\
WR�XVH�WKH�SXEOLF�WHOHSKRQH�OLQHV��6R�IDU�WHOHSKRQH�OLQHV�KDYH�EHHQ�FRQQHFWHG�RQO\�WR��
RI�WKH����VXEVWDWLRQV��DQG�FRQVHTXHQWO\�LW�LV�RQO\�WKHVH�WKUHH�VWDWLRQV�WKDW�WRGD\�DUH
FRQQHFWHG�WR�WKH�FRQWURO�V\VWHP��,W�ZDV�QRW�SRVVLEOH�WR�HVWDEOLVK�KRZ�PXFK�LW�ZRXOG
PHDQ�LQ�WHUPV�RI�LQFUHDVHG�HIILFLHQF\�LI�WKH�VXEVWDWLRQV�DUH�FRQQHFWHG�WR�WKH�FRQWURO
V\VWHP�DQG�QRW�UXQ�PDQXDOO\�DV�WRGD\�

,Q�WKH�FRPSDQ\�V�RSLQLRQ�WKH�WHOHSKRQH�OLQHV�DUH�WRR�VORZ�WRGD\��DQG�DUH�QRW
DEOH�WR�SURYLGH�IXOO�LQIRUPDWLRQ�DQG�IHHGEDFN�IURP�WKH�VWDWLRQV�DV�D�FDEOH�FRXOG�GR�
3RVVLEO\�WKH�UHDVRQ�PD\�EH�WKDW�VRIWZDUH�RI�WKH�SUHVHQW�GDWD�V\VWHP�LV�QRW�VXLWHG�WR
WHOHSKRQH�OLQHV��2U�WKDW�WKH�PRGHP�LV�WRR�VORZ��7KH�WHOHSKRQH�OLQHV�LQ�WKHPVHOYHV
VKRXOG�EH�VXIILFLHQWO\�IDVW�IRU�WKH�FRPSDQ\�V�QHHGV�

)LQGLQJ��$FFRUGLQJ�WR�RULJLQDO�SODQ�WKH�SURMHFW�ZRXOG�KDYH�XVHG�D
FDEOH��DV�FRQQHFWLRQ�EHWZHHQ�WKH�FRQWURO�VWDWLRQ�DQG�WKH�VXE�VWDWLRQV�
EXW�IRU�FRVW�UHDVRQV�LW�ZDV�GHFLGHG��LQ������WR�XVH�WKH�SXEOLF�WHOHSKRQH
V\VWHP�LQVWHDG���7KLV��DW�OHDVW�SDUWO\��H[SODLQV�WKH�GHOD\�LQ�LQVWDOOLQJ�WKH
FRQWURO�V\VWHP�
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9,6,7�72�7+(�68%67$7,21�12����
7KLV�VXEVWDWLRQ�ZKLFK���DFFRUGLQJ�WR�WKH�FRPSDQ\�LV�D�W\SLFDO�RQH��FRQWDLQV�WKH�IROORZLQJ
HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ�

����IORZPHWUH�� 2.
����YDOYHV��WRR�VPDOO�WR�ILW�ZLWK�WKH�&KLQHVH�SLSHV
����KHDW�H[FKDQJHUV��DOO�ZHUH�WDNHQ�GRZQ�DQG�WDNHQ�DZD\�IRU�FOHDQLQJ�DW�WKH�WLPH

RI�P\�YLVLW���DOO�KDYH�VRPH�SUREOHPV
��WUDQVPLWWHUV�� 2.
����SXPSV��2.
��ILOWHUV��2.

7KHUH�LV�DOVR�WKH�IROORZLQJ�&KLQHVH�HTXLSPHQW�LQ�WKLV�VXE�VWDWLRQ�
��0DNHXS�ZDWHU�SXPS
��ZDWHU�WUHDWPHQW�HTXLSPHQW
��3XPSV

$OO�RI�WKH��&KLQHVH�HTXLSPHQW�ZDV�VDLG�WR�EH�IXQFWLRQLQJ�YHU\�ZHOO�

+HDW�H[FKDQJHUV
,Q�JHQHUDO�WKH�KHDW�H[FKDQJHUV�DUH�SHUIRUPLQJ�ZHOO��EXW�SUHVVXUH�ORVV�LV�TXLWH�ELJ�LQ�DOO�RI
WKHP��DQG�KDV�EHHQ�VR�IURP�WKH�EHJLQQLQJ��$FFRUGLQJ�WR�WKH�FRPSDQ\�WKH�OLPLWV�IRU�WKH
SUHVVXUH�ORVV�SURYLGHG�WKHP�E\�$OID�/DYDO�LV�QRW�FRUUHFW��,Q�UHDOLW\�LW�LV�ELJJHU�
,Q�WKH�PDQDJHUV�RSLQLRQ�&KLQHVH�KHDW�H[FKDQJHUV�ZRXOG�QRW�KDYH�KDG�WKDW�SUREOHP�
0\�TXHVWLRQ�µ6R�ZK\�GLG�\RX�EX\�WKHP�IURP�6ZHGHQ"µ�ZDV�DQVZHUHG�ZLWK�µ$OID�/DYDO
LV�VR�IDPRXV�VR�ZH�WKRXJKW�WKHLU�KHDW�H[FKDQJHUV�PXVW�EH�UHDOO\��JRRGµ��7KH�FRPSDQ\
GRHV�QRW�VHH�WKLV�DV�D�VHULRXV�SUREOHP���µ7KH�KHDW�H[FKDQJHUV�VWLOO�VDWLVI\�RXU
UHTXLUHPHQWV���2QO\�WKDW�WKH�TXDOLW\�LV�QRW�DV�KLJK�DV�ZH�H[SHFWHG�LW�WR�EHµ�

/LIHWLPH�IRU��6ZHGLVK�KHDW�H[FKDQJHUV�LV�HVWLPDWHG�WR����\HDUV��IRU�WKH�&KLQHVH
WKHRUHWLFDOO\����EXW�LQ�UHDOLW\�SHUKDSV�RQO\�����1R�RQH�UHDOO\�NQRZV�VLQFH�WKH�&KLQHVH
RQHV�KDYH�QRW�EHHQ�LQ�SURGXFWLRQ�WKDW�ORQJ�
$QRWKHU�DVSHFW�LV�WKDW�WKH�FRPSDQ\�ZRXOG�KDYH�SUHIHUUHG�KHDW�H[FKDQJHUV��ZKLFK���OLNH
WKH�&KLQHVH�RQHV���FDQ�EH�GLVVHPEOHG�IRU�FOHDQLQJ��7KLV�LV�QRW�SRVVLEOH�WR�GR�ZLWK�WKH
6ZHGLVK�RQHV�KHDW�H[FKDQJHUV���µ:H�VXJJHVWHG�WKLV�WR�WKH�6ZHGLVK�VLGH�GXULQJ
QHJRWLDWLRQV�EXW�WKH\�VDLG�WKH�SUHVHQW�W\SH�LV�PXFK�EHWWHU�µ

3XPSV
7KH�SXPSV�DUH�IXQFWLRQLQJ�ZHOO��1R�SUREOHPV�KDYH�EHHQ�HQFRXQWHUHG��7KH�QRLVH�OHYHO�LV
DFFHSWDEOH��DW�OHDVW�SHRSOH�LQ�WKH�QHLJKERUKRRG�KDYH�QRW�FRPSODLQHG��7KHUH�LV�VRPH
VOLJKW�OHDNDJH�RI�ZDWHU��EXW�ZLWKLQ�DFFHSWDEOH�OLPLWV�
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,Q�WKH�&KLHI�(QJLQHHU·V��RSLQLRQ��&KLQHVH�SXPSV�DUH�RI�FRPSDUDEOH�TXDOLW\�DQG
IXQFWLRQ�DV�WKH�6ZHGLVK�RQHV��DQG�WKH�RQO\�UHDVRQ�KH�FRXOG�VHH�ZK\�WKHVH�SXPSV�ZHUH
LPSRUWHG�LV��µ%HFDXVH�ZH�XVHG�D�6ZHGLVK�ORDQ��WKDW�LV�WKH�RQO\�UHDVRQ�µ
7KH�FKLHI�HQJLQHHU�GLG�KRZHYHU�FRQFHGH�WKDW�6ZHGLVK�SXPSV�KDYH�HDVLHU�RLO�IHHGLQJ�DQG
WKDW�WKH\�DUH�FRQVLGHUDEO\�VPDOOHU�WKDQ�WKH�&KLQHVH�RQHV�
%XW�6ZHGLVK�SXPSV��EHFDXVH�RI�WKHLU�KLJKHU�VSHHG��WZLFH�WKDW�RI�&KLQHVH�SXPSV��KDYH�D
PXFK�KLJKHU�QRLVH�OHYHO��,Q�KLV�RSLQLRQ�WKDW�D�SXPS�VSLQV�WZLFH�DV�IDVW�DV�DQRWKHU�GRHV
QRW�VD\�DQ\WKLQJ�DERXW�TXDOLW\�RU�SHUIRUPDQFH���,W�LV�VLPSO\�D�GLIIHUHQW�W\SH�DQG
WHFKQRORJLFDO�VWUXFWXUH�

9DOYHV
$�VRPHZKDW�FRQIXVHG�VLWXDWLRQ�KDV�DULVHQ�Z�U�W��WKH�FRUUHFW�VSHFLILFDWLRQ�RI�WKH�YDOYHV��,Q
WKH�FRPSDQ\�V�RSLQLRQ�WKH\�VKRXOG�EH�ELJJHU�VR�DV�WR�ILW�WKH�GLPHQVLRQ�RI�WKH�&KLQHVH
SLSHV�WKH\�DUH�FRQQHFWHG�WR��7KH�SLSHV�DUH�����PP�VR�WKH�YDOYHV�VKRXOG�EH�����EXW�WKH\
DUH�RQO\�����,W�LV�WKH�VDPH�IRU�DOO����VXEVWDWLRQV�
,W�LV�WKH�VDPH�VLWXDWLRQ�IRU�ERWK�WKH�SUHVVXUH�GLIIHUHQWLDWHG�YDOYHV��DQG�WKH�WHPSHUDWXUH�YDOYHV�
7KH�FRPSDQ\�KDV�SRLQWHG�RXW�LWV�SRVLWLRQ�WR�WKH�6ZHGLVK�VLGH�EXW�WKH�VXSSOLHU�V
UHSUHVHQWDWLYH�LQVLVWHG�WKDW�WKH�YDOYHV�GHOLYHUHG�DUH�WKH�FRUUHFW�RQHV��7KH�FRPSDQ\
KRZHYHU�UHPDLQV�XQFRQYLQFHG��7KH�&KLHI�HQJLQHHU�VWDWHG�WKDW�

�µ�$OID�/DYDO�NQHZ�WKH�VL]H�RI�RXU�SLSHV�DQG�ZH�HYHQ�SRLQWHG�WKLV�RXW�WR�WKHP��EXW�WKH\�LQVLVWHG
WKLV�ZDV�WKH�FRUUHFW�YDOYHV��:H�WKLQN�WKH\�PDGH�D�PLVWDNH��:H�JDYH�$OID�/DYDO�RXU�GDWD�IURP�WKH�SURMHFW
GHVLJQ�DQG�WKH\��FKRVH�WKH�HTXLSPHQWµ�
$FFRUGLQJ�WR�UHSRUWV�UHFHLYHG�E\�WKH�FRPSDQ\�WKH�VDPH�SUREOHP�KDG�UHFHQWO\�KDSSHQHG
LQ�0XQGDQMDQJ�LQ�FRQQHFWLRQ�ZLWK�DQRWKHU�6ZHGLVK�ILQDQFHG�SURMHFW�

,Q�WKH�FRPSDQ\�V�RSLQLRQ�WKH�SUREOHP�ZLWK�WKH�WRR�VPDOO�YDOYHV�LV�D�VHULRXV�RQH��DV�WKH
YDOYHV�FDQ�QRW�VDWLVI\�LWV�UHJXODWRU\�IXQFWLRQ�EHFDXVH�WKH\�KDYH�EHHQ�RSHQHG��DW
PD[LPXP�EHFDXVH�RI�WKH�SUHVVXUH�ORVV�

,Q�RWKHU�ZRUGV�WKHVH�YDOYHV�DUH�WRGD\�QRW�SHUIRUPLQJ�WKHLU�LQWHQGHG�IXQFWLRQ�
DQG�LW�LV�WKH�VDPH�VLWXDWLRQ�LQ�DOO�WKH�VXEVWDWLRQV��,Q�WKUHH�RI�WKHP�WKH�FRPSDQ\�KDV
LQVWDOOHG��E\H�SDVV�SLSHV��7KH�FRPSDQ\�KDV�VXJJHVWHG�WR�$OID�/DYDO�WR�UHSODFH�WKH�YDOYHV
EXW�WKH\�LQVLVW�WKDW�WKH�YDOYHV�IXOILOO�WKH�QHHGHG�IXQFWLRQ�

)LQGLQJ��,Q�WKH�FRPSDQ\�V�RSLQLRQ�WKH�SUREOHP�ZLWK�WKH�WRR
VPDOO�YDOYHV�LV�D�VHULRXV�RQH��DV�WKH�YDOYHV�FDQ�QRW�VDWLVI\�LWV
UHJXODWRU\�IXQFWLRQ��7KH�YDOYHV�DUH�WRGD\�QRW�SHUIRUPLQJ�WKHLU
LQWHQGHG�IXQFWLRQ��DQG�LW�LV�WKH�VDPH�VLWXDWLRQ�LQ�DOO�WKH
VXEVWDWLRQV��7KH�FRPSDQ\�KDV�VXJJHVWHG�WR�$OID�/DYDO�WR
UHSODFH�WKH�YDOYHV�EXW�WKH\�LQVLVW�WKDW�WKH�YDOYHV�IXOILOO�WKH
QHHGHG�IXQFWLRQ�
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)LOWHUV
ZRUNLQJ�ZHOO

7UDQVPLWWHUV
ZRUNLQJ�2.

&KLQHVH�FRQWURO�SDQHO
IXQFWLRQLQJ�YHU\�ZHOO

6ZHGLVK�FRQWURO�FDELQHW�RQ�WKH�ZDOO
IXQFWLRQLQJ�ZHOO��1R�SUREOHP

7HPSHUDWXUH�WUDQVPLWWHU
7KH�WHPSHUDWXUH�WUDQVPLWWHUV��IURP�6ZHGHQ�DUH�IXQFWLRQLQJ�ZHOO��2QH��KRZHYHU��EURNH
GXULQJ�LQVWDOODWLRQ��7KH�GDPDJH�ZDV�GRQH�E\�WKH�FRPSDQ\�LWVHOI�

&(175$/�67$7,21
7KHUH�LV�QR�6ZHGLVK�HTXLSPHQW�LQ�WKH�FHQWUDO�VWDWLRQ��RQO\�&KLQHVH��7KHUH�LV�VRPH
OHDNDJH�RI�SXPSV�DQG�RI�YDOYHV��$OO�WKH�SXPSV�WKHUH�KDYH�VRPH�OHDNDJHV��EXW�RQO\�RQH�LV
VHULRXV��7KH�VROXWLRQ�WR�WKH�SUREOHP�LV�WR�FKDQJH�WKH�VHDOLQJV��7KH\�KDYH�DOUHDG\�EHHQ
LQ�RSHUDWLRQ�IRU�IRXU�\HDUV��$OVR�VRPH�RI�WKH�YDOYHV�DUH�OHDNLQJ�

9,6,7�72�$�68%67$7,21�:,7+��21/<��&+,1(6�(48,30(17
7KLV�VXE�VWDWLRQ��LQ�RSHUDWLRQ�IURP�1RYHPEHU��������LV�D�W\SLFDO�RQH�DFFRUGLQJ�WR
LQIRUPDWLRQ�JLYHQ�WR�PH��7KH�VWDWLRQ�ORRNV�YHU\�QHDW�DQG�LV�YHU\�ZHOO�NHSW��DQG�FRQWDLQV
WKH�IROORZLQJ�HTXLSPHQW��DOO�PDQXIDFWXUHG�LQ�&KLQD�

��7ZR�KHDW�H[FKDQJHUV��PDGH�LQ�WKH�FLW\�RI�6LSLQJ�LQ�WKH�QRUWKHDVW�RI�&KLQD��,W
IXQFWLRQV�YHU\�ZHOO��EXW�LV�PXFK�ODUJHU�WKDQ�WKH�6ZHGLVK��SHUKDSV�WZLFH�DV�ODUJH��,Q�WKH
FRPSDQ\�V�RSLQLRQ�LW�GRHV�KRZHYHU�SHUIRUP�DV�ZHOO�DV�6ZHGLVK�KHDW�H[FKDQJHUV��DQG�LV
RI�WKH�VDPH�TXDOLW\�

��WKUHH�SXPSV���7KHVH�SXPSV�KDYH�ORZ�VSHHG�URWDWLRQ��7KH\�DUH�IXQFWLRQLQJ�MXVW
DV�ZHOO�DV�WKH�6ZHGLVK�SXPSV�

��5HJXODWLRQ�YDOYHV���7KHVH�YDOYHV�DUH�PXFK�ELJJHU�WKDQ�WKH�6ZHGLVK���4XDOLW\�
DFFRUGLQJ�WR�WKH�&KLHI�(QJLQHHU��µVR�VRµ��%XW�DUH�IXQFWLRQLQJ�ZLWKRXW�PDMRU�SUREOHPV�
RU�EUHDNGRZQV��2QO\�PLQRU�OHDNDJHV�RI�ZDWHU�

��7ZR�PDNH�XS�ZDWHU�SXPSV���%RWK�DUH�IXQFWLRQLQJ�ZHOO
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&RQFOXVLRQV
$�JHQHUDO�FRQFOXVLRQ�IURP�WKH�DERYH�YLVLWV�LV�WKDW����HYHQ�WKRXJK�DOO�RI�WKH�6ZHGLVK
HTXLSPHQW�LV�EDVLFDOO\�IXQFWLRQLQJ�DFFRUGLQJ�WR�SODQ���WKH�FOLHQW�LV�QRW�VDWLVILHG�ZLWK�DOO
KLV�SXUFKDVHV��7KH�UHDVRQV�IRU�WKH�PDOFRQWHQW�DUH�WKH�IROORZLQJ�

)LUVWO\���LQ�VRPH�FDVHV�RQH�PD\�TXHVWLRQ�ZKHWKHU�WKH�LPSRUWHG�HTXLSPHQW�KDG�WKH
H[DFW�FRUUHFW�VSHFLILFDWLRQ�WR�VXLW�WKH�FOLHQW�V�QHHGV��,W�LV�TXLWH�SRVVLEOH�WKDW�WKLV�QHHG�LV�WRGD\
GLIIHUHQW�IURP�ZKDW�LW�ZDV�ZKHQ�WKH�RUGHU�ZDV�SODFHG��7KLV�LV�VR�EHFDXVH�LQ�VRPH�FDVHV
RWKHU�VXUURXQGLQJ�HTXLSPHQWV�ZHUH�FKDQJHG�LQ�UHODWLRQ�WR�RULJLQDO�SODQV�

6HFRQGO\���LQ�VRPH�RWKHU�FDVHV�WKHUH�PD\�EH�D�VLPSOH�TXHVWLRQ�RI�D�PDO�IXQFWLRQ�ZKLFK
QHHGV�WR�EH�DGMXVWHG�RU�UHSDLUHG��EXW�ZKHUH�ODFN�RI�FORVH�UHODWLRQV�RU�GLVDJUHHPHQWV
EHWZHHQ�VXSSOLHU�DQG�FOLHQW�KDV�SUHYHQWHG�WKLV�IURP�KDSSHQLQJ�LQ�D�SURPSW�IDVKLRQ�

7KLUGO\���LQ�RWKHU�FDVHV�WKHUH�LV�D�SHUFHSWLRQ�WKDW�WKH�VDPH�HTXLSPHQW��ZLWK�WKH
VDPH�RU�SRVVLEOH�VRPHZKDW�ORZHU�TXDOLW\��FRXOG�KDYH�EHHQ�ERXJKW��LQ�WKH�GRPHVWLF
PDUNHW�DW�PD\EH�OHVV�WKDQ�KDOI�WKH�SULFH��,W�KDV�QRW�EHHQ�SRVVLEOH�E\�WKLV�HYDOXDWLRQ�WR
GHWHUPLQH�LQ�ZKDW�FDVHV�WKLV�SHUFHSWLRQ�LV�UHDOLVWLF�DQG�ZKHQ�LW�LV�RQO\�ZLVKIXO�WKLQNLQJ�
,Q�PRVW�FDVHV�,�WHQG�WR�EHOLHYH�WKDW�WKH�TXDOLW\�DQG�GXUDELOLW\�RI�WKH�LPSRUWHG�HTXLSPHQW
WKDW�LW�EHFRPHV�HFRQRPLFDO�HYHQ�LI�LW�FRVW�WZLFH�RU�WKULFH�WKH�SULFH�RI�GRPHVWLF
HTXLSPHQW��%XW�VXUHO\��ZH�FDQ�H[SHFW�WKDW�LQ�VRPH�RI�WKH�FDVHV�LW�ZRXOG�UHDOO\�KDYH�EHHQ
PXFK�PRUH�HFRQRPLFDO�WR�EX\�ORFDOO\�SURGXFHG�JRRGV��$QG�WKH�RQO\�UHDVRQ�IRU�QRW
GRLQJ�WKDW�LV�VLPSO\�EHFDXVH�WKH�FUHGLW�ZDV�WLHG�WR�SXUFKDVHV�LQ�6ZHGHQ�

$FFRUGLQJ�WR�6ZHGHQ�V�DLG�SKLORVRSK\�Z�U�W��WLHG�DLG��W\LQJ�PD\�RQO\�EH�SUHVHQW
ZKHQ�WKH�SURGXFW�SXUFKDVHG�LQ�6ZHGHQ�LV�LQWHUQDWLRQDOO\�FRPSHWLWLYH��2U�SXW
GLIIHUHQWO\��6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV�PD\�RQO\�EH�XVHG�WR�SXUFKDVH�6ZHGLVK�JRRGV
ZKLFK�DUH�LQWHUQDWLRQDOO\�FRPSHWLWLYH��7KLV�LV�VRPHWKLQJ�ZKLFK�LV�JHQHUDOO\�DVVXUHG
WKURXJK�6LGD�V�FDUHIXO�SUH�GHFLVLRQ�DSSUDLVDO�ERWK�RI�WKH�WHFKQLFDO�SDUDPHWHUV�RI�WKH
SURMHFW��DQG�WKH�FRPPHUFLDO�FRQGLWLRQV�RI�WKH�FRQWUDFW��+RZHYHU��LW�LV�DSSDUHQWO\
SRVVLEOH�WKDW�LQGLYLGXDO�SURGXFWV��ZKLFK�DUH�QRW�LQ�WKHPVHOYHV�FRPSHWLWLYH��VOLS�WKURXJK
DV�SDUWV�RI�D�FRPSOHWH�SDFNDJH��RI�HTXLSPHQW�GHOLYHUHG�WR�VDWLVI\�WKH�FRPSUHKHQVLYH�QHHGV
RI�D�SURMHFW��,Q�WKH�FDVH�RI�IRU�LQVWDQFH�D�FRPSOHWH�DQG�LQWHJUDWHG�GLVWULFW�KHDWLQJ�V\VWHP
LW�PD\�EH�GLIILFXOW�IRU�WKH�FOLHQW�WR�KDYH�WKH�H[SHUW�NQRZOHGJH�WR�H[WUDFW�VRPH�RI�WKH
HTXLSPHQW�DQG�KDYH�LW�GHOLYHUHG�IURP�RWKHU�VRXUFHV�

$�OHVVRQ�OHDUQW�IURP�WKH�ILYH�SURMHFWV�FRXOG�EH�WKDW��FROODERUDWLRQ�EHWZHHQ�WKH�FOLHQW�DQG
VXSSOLHUV�KDYH�QRW�EHHQ�FORVH�HQRXJK��DQG�WKLV�KDV�SURGXFHG�PDQ\�LQVWDQFHV�RI
GLVFRQWHQW�DQG�PLVFRQFHSWLRQV�DQG�PLVXQGHUVWDQGLQJV��2EYLRXVO\�VRPH�RI�WKH�SUREOHPV
HQFRXQWHUHG�DOVR�FRXOG�EH�GXH�WR�D�VLPSOH�FRQIOLFW�RI�LQWHUHVW�EHWZHHQ�WKH�FOLHQW�DQG�WKH
VXSSOLHU��H�J��ZKHQ�WKH�FRQWUDFWRU�IHHOV�WKDW�LWV�FRQWUDFWXDO�REOLJDWLRQV�KDYH�DOUHDG\�EHHQ
IXOILOOHG��DQG�WKH�FOLHQW�LV�VWLOO�QRW�VDWLVILHG�ZLWK�WKH�SURGXFW�

,Q�&KDSWHU�[�5HFRPPHQGDWLRQV�LW�ZLOO�EH�DUJXHG�WKDW�6LGD�VKRXOG�DUUDQJH�DQG�ILQDQFH�D
SRVW�SURMHFW�VHPLQDU�IRU�D�DOO�WKH�FOLHQWV�DQG�VXSSOLHUV�DV�ZHOO�DV�DSSURSULDWH
UHSUHVHQWDWLYHV�IURP�WKH�GRQRU�DQG�KRVW�JRYHUQPHQW�LQVWLWXWLRQV��,Q�P\�RSLQLRQ�VXFK�D
VHPLQDU��LI�SURSHUO\�GHVLJQHG��FRXOG�JR�D�ORQJ�ZD\�RI�VHWWOLQJ�PDQ\�RI�WKH�RXWVWDQGLQJ
PLVXQGHUVWDQGLQJV�DQG�GLVSXWHV�ZKLFK�DUH�WRGD\�XQUHVROYHG�
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&RQFOXVLRQ��(YHQ�WKRXJK�DOO�RI�WKH�6ZHGLVK�HTXLSPHQW�LV�EDVLFDOO\
IXQFWLRQLQJ�DFFRUGLQJ�WR�SODQ���WKH�FOLHQW�LV�QRW�VDWLVILHG�ZLWK�DOO�KLV
SXUFKDVHV��7KHUH�DUH�VHYHUDO�UHDVRQV�IRU�WKLV��,Q�VRPH�FDVHV�WKH
HTXLSPHQW�PD\�QRW�KDYH�KDG�WKH�H[DFW�FRUUHFW�VSHFLILFDWLRQ��WR�VXLW�WKH
FOLHQW�V�QHHGV���,Q�VRPH�FDVHV�WKHUH�LV�D�PDO�IXQFWLRQ�ZKLFK�QHHGV�WR�EH
DGMXVWHG�RU�UHSDLUHG��EXW�ZKHUH�ODFN�RI�FORVH�UHODWLRQV�RU�GLVDJUHHPHQWV
EHWZHHQ�VXSSOLHU�DQG�FOLHQW�KDV�SUHYHQWHG�WKLV�IURP�KDSSHQLQJ�LQ�D
SURPSW�IDVKLRQ��,Q�RWKHU�FDVHV�LW�ZRXOG�VHHP�WKDW�WKH�VDPH�HTXLSPHQW�
SRVVLEO\�RI�VRPHZKDW�ORZHU�TXDOLW\��FRXOG�KDYH�EHHQ�ERXJKW��LQ�WKH
GRPHVWLF�PDUNHW�DW�PD\EH�OHVV�WKDQ�KDOI�WKH�SULFH��$QG�WKH�RQO\�UHDVRQ
IRU�QRW�GRLQJ�VR�ZDV�VLPSO\�EHFDXVH�WKH�FUHGLW�ZDV�WLHG�WR�SXUFKDVHV�LQ
6ZHGHQ�

7KH�H[WHQVLYH�GLVFXVVLRQV�,�KDG�LQ�WKH�YDULRXV�VLWHV�DERXW�WKH�DSSURSULDWHQHVV�DQG�SULFH
RI�WKH�GLIIHUHQW�HTXLSPHQW·V�VKRZ�WKDW�WKHUH�LV�D�YDULHG�EDJ�RI�UHDVRQV�IRU�WKH�PDOFRQWHQW
ZLWK�GLIIHUHQW�HTXLSPHQW��,W�KDV�QRW�EHHQ�SRVVLEOH�WR�GHWHUPLQH�H[DFWO\�LQ�HDFK�FDVH�ZKR�
LQ�HDFK�SDUWLFXODU�FDVH��LV�LQ�WKH�ULJKW�DQG�ZKR�LV�ZURQJ��$OO�WKLQJV�KDYLQJ�EHHQ�VDLG�DQG
FRQVLGHUHG�,�WHQG�WR�EHOLHYH�WKDW�WKH�VKRUWFRPLQJV�DV�H[SRVHG��DUH�DIWHU�DOO�RQO\�PDUJLQDO
SKHQRPHQD���DQG�WKDW�EDVLFDOO\�WKH�HTXLSPHQW�LV�DSSURSULDWH�DQG�IXQFWLRQ�ZLWKRXW
SUREOHPV��DQG�WKDW�WKH�FULWLFDO�SRLQWV�WKDW�KDYH�EHHQ�UDLVHG�ODUJHO\�EHORQJ�WR�ZKDW�DUH
QRUPDO�RFFXUUHQFHV�LQ�FRPPHUFLDO�OLIH�

$VNHG��ZKHUH�WKH�FRPSDQ\�ZRXOG�SUHIHU�WR�EX\�HDFK�SDUWLFXODU�HTXLSPHQW�IRU�LWV�VXE�
VWDWLRQV�LI�LW�ZHUH�WR�UHFHLYH�D�FRQFHVVLRQDU\�ORDQ�QRW�WLHG�WR�SXUFKDVHV�LQ�6ZHGHQ��WKH
DQVZHU�ZDV�WKH�IROORZLQJ�"

��5HJXODWLQJ�YDOYHV�LQ�QRUWKHUQ�(XURSH
��3XPSV�LQ�&KLQD
��+HDW�([FKDQJHUV�LQ�&KLQD
��&RQWURO�V\VWHP�LQFOXGLQJ�WUDQVPLWWHUV�LQ�QRUWKHUQ�Q�(XURSH

$FFRUGLQJ�WR�WKH�FRPSDQ\�WKLV�DQVZHU�ZDV�EDVHG�RQ�FRQVLGHUDWLRQ�RI�ERWK�TXDOLW\�DQG
SULFH�

$)7(5�'(/,9(5<�6(59,&(
([FHSW�IRU�WKH�FRQWURO�V\VWHP��LQ�JHQHUDO�WKH�FRPSDQ\�LV�VDWLVILHG�ZLWK�WKH�SHUIRUPDQFH
RI�WKH�6ZHGLVK�VXSSOLHU��+RZHYHU�WKH\�VHHP�WR�EH�OHVV�VDWLVILHG�ZLWK�WKH�DIWHU�GHOLYHU\
VHUYLFH�SURYLGHG�E\�WKH�6ZHGLVK�VXSSOLHU���IHHOLQJ�WKDW�WKH\�GR�QRW�DOZD\V�JHW�SURPSW
UHVSRQVH�DQG�KHOS��7KH�FRPSDQ\�FRPSODLQV�WKDW�LW�VRPHWLPHV�VHQGV�D��ID[�ZLWK
TXHVWLRQV�WKDW�DUH�QRW�DOZD\V�DQVZHUHG��2WKHU�WLPHV�WKH\�DJUHH�XSRQ�D�YLVLW�WR�EH�PDGH
E\�WKH�6ZHGLVK�VXSSOLHU�ZKLFK�LV�FDQFHOHG��2QH�VLPSOH�H[SODQDWLRQ�IRU�WKLV�VWDWH�RI
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DIIDLUV�FRXOG�EH�WKDW�WKH�6ZHGLVK�VXSSOLHU�EHOLHYHV�WKDW�LWV�REOLJDWLRQV�DV�SHU�FRQWUDFW
KDYH�DOUHDG\�EHHQ�XVHG�XS�
2Q�PDQ\�RFFDVLRQV�WKHUH�KDYH�EHHQ�D�GLIIHUHQFH�RI�RSLQLRQ�EHWZHHQ�WKH�FOLHQW�DQG�WKH
VXSSOLHU��DQG�WKH�FRPSDQ\�IHHOV�WKDW�WKH�VXSSOLHU�KDV�QR�WLPH�WR�UHVSRQG�WR�LWV�QHHGV�
2IWHQ�WKH\�ILQG�LW�KDUG�WR�JHW�LQ�WRXFK�ZLWK�$OID�/DYDO��µEHFDXVH�WKH\�DUH�VR�EXV\�������ZH
QHHG�PRUH�WLPH�WR�GLVFXVV�DQG�XQGHUVWDQG�HDFK�RWKHU�µ

)LQGLQJ��7KH�FRPSDQ\�LV�QRW�VDWLVILHG�ZLWK�WKH�DIWHU�GHOLYHU\
VHUYLFH�SURYLGHG�E\�WKH�6ZHGLVK�VXSSOLHU���IHHOLQJ�WKDW�LW�KDV�QRW
UHFHLYHG�SURPSW��UHVSRQVH�DQG�KHOS�ZKHQ�QHHGHG��2QH�VLPSOH
H[SODQDWLRQ�IRU�WKLV�VWDWH�RI�DIIDLUV�FRXOG�EH�WKDW�WKH�6ZHGLVK
VXSSOLHU�EHOLHYHV�WKDW�LWV�REOLJDWLRQV�DV�SHU�FRQWUDFW�KDYH�DOUHDG\
EHHQ�XVHG�XS���2Q�VHYHUDO�RFFDVLRQV�WKHUH�KDYH�EHHQ�D�GLIIHUHQFH
RI�RSLQLRQ�EHWZHHQ�WKH�FOLHQW�DQG�WKH�VXSSOLHU�

6725('�(48,30(17
6R�IDU�RQO\����RXW�RI�D�WRWDO�RI�����"��VXE�VWDWLRQV�KDYH�EHHQ�HTXLSSHG��2I�WKH���
UHPDLQLQJ�RQHV�QLQH�DUH�JRLQJ�WR�XVH�6ZHGLVK�HTXLSPHQW��7KLV�HTXLSPHQW�KDV�EHHQ
O\LQJ�LQ�WKH�ZDUHKRXVH�VLQFH�LW�ZDV�VKLSSHG�DW�WKH�HQG�RI�������+DV�QRZ�EHHQ�VWRUHG�IRU
DERXW���DQG�D�KDOI�\HDUV����

,Q�WKH�VWRUDJH�URRP�WKHUH�DUH�WRGD\�DERXW����KHDW�H[FKDQJHUV�����SXPSV���
FRQWURO�FDELQHWV��WUDQVPLWWHUV��YDOYHV��IORZPHWUHV�HWF���HTXLSPHQW�HQRXJK�IRU�QLQH
FRPSOHWH�VXEVWDWLRQV�DV�SHU�RULJLQDO�SODQ�

�$FFRUGLQJ�WR�SODQ�DOO�WKH�6ZHGLVK�HTXLSPHQW�VKRXOG�KDYH�EHHQ�LQVWDOOHG�E\�WKH
HQG�RI�������7KH�FRPSDQ\�V�FXUUHQW�SODQ�LV�WKDW�DOO�WKH�LQVWDOODWLRQV�ZLOO�EH�WHUPLQDWHG
ZLWKLQ�D�WZR�\HDU�SHULRG��7KH�PDLQ�UHDVRQ�VWDWHG�IRU�WKH�GHOD\�LQ�LQVWDOOLQJ�WKH
VXEVWDWLRQV�LV�ODFN�RI�IXQGV�IRU�FLYLO�ZRUNV��IRU�SLSHV�DQG�IRU�ODERXU�

-XVW�DV�LQ�WKH�FDVH�RI�WKH�FRPSXWHUV�ZH�KHUH�KDYH�D�FDVH�RI�HTXLSPHQW�EHLQJ
GHOLYHUHG�ORQJ�EHIRUH�LWV�SODQQHG��XVH��:KLFK�UDLVHV�VHULRXV�TXHVWLRQV�RI�WKH�HIILFLHQF\�RI
ERWK�WKH�UHFLSLHQWV�DQG�GRQRUV�SODQQLQJ�DQG�QHJRWLDWLQJ�V\VWHPV�

,�ZDV�QRW�DEOH�WR�YLVLW�WKLV�ZDUHKRXVH��EXW�WKH�&KLHI�(QJLQHHU�DVVXUHG�PH�WKDW�LW�ZDV�NHSW
LQ�WKH�SHUIHFW�FRQGLWLRQ��DQG�WKDW�WKHUH�ZDV�QR�FRUURVLRQ�RU�RWKHU�GDPDJH�WDNLQJ�SODFH�
,Q�KLV�RSLQLRQ�WKH�6ZHGLVK�HTXLSPHQW�LV�LQ�SHUIHFW�VKDSH�HYHQ�WRGD\�DIWHU���DQG�D�KDOI
\HDUV�RI�VWRUDJH�
$FFRUGLQJ�WR�RWKHU�REVHUYHUV�LW�LV�UHDVRQDEOH�WR�EH�ZRUULHG�DERXW�WKH�ULVN�RI�FRUURVLRQ�
%HFDXVH�RI�WKH�JUHDW�DPRXQW�RI�VXOSKXU�LQ�WKH�DLU��WKH�FRUURVLRQ�RI�VWHHO�SURGXFWV�LV
VXSSRVHG�WR�EH�PXFK�IDVWHU�LQ�&KLQD�WKDQ�LQ��VD\��6FDQGLQDYLD�
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)LQGLQJ��,Q�D�VWRUDJH�URRP�WRGD\�WKHUH�DUH�����KHDW�H[FKDQJHUV�����SXPSV���
FRQWURO�FDELQHWV��WUDQVPLWWHUV��YDOYHV��IORZPHWUHV�HWF���HTXLSPHQW��HQRXJK�IRU
QLQH�FRPSOHWH�VXEVWDWLRQV��7KH\��ZHUH�GHOLYHUHG�IURP�6ZHGHQ�DW�WKH�HQG�RI
������WR�EH�LQVWDOOHG�E\�������%XW�GXH�WR�ODFN�RI�IXQGV�WKH\�ZHUH�QRW���1RZ
WKH�FRPSDQ\�KRSHV�WR�LQVWDOO�WKHP�ZLWKLQ�WZR�\HDUV��$FFRUGLQJ�WR�WKH
FRPSDQ\�WKH�JRRGV�DUH�NHSW�LQ�WKH�SHUIHFW�FRQGLWLRQ��ZLWK�QR�ULVN�RI
FRUURVLRQ��+RZHYHU��GXH�WR�WKH�JUHDW�DPRXQW�RI�VXOSKXU�LQ�WKH�DLU��WKH
FRUURVLRQ�RI�VWHHO�SURGXFWV�LV�PXFK�IDVWHU�LQ�&KLQD�WKDQ�LQ��VD\��6FDQGLQDYLD�

)LQGLQJ��-XVW�DV�LQ�WKH�FDVH�RI�WKH�FRPSXWHUV�ZH�KHUH�KDYH�D�FDVH�RI
HTXLSPHQW�EHLQJ�VKLSSHG�IURP�6ZHGHQ�ORQJ���DERXW�WZR�\HDUV�����EHIRUH�LWV
LQWHQGHG��XVH��,QFOXGLQJ�WKH�XQIRUHVHHQ�GHOD\�WKH�HTXLSPHQW�ZLOO�EH�LQVWDOOHG
DERXW���\HDUV�DIWHU�GHOLYHU\��7KLV�UDLVHV�VHULRXV�TXHVWLRQV�QRW�RQO\�DERXW�WKH
FRPSHWHQFH�RI�WKH�&KLQHVH�LPSRUWLQJ�DJHQF\��EXW�DOVR�DERXW�WKH�HIILFLHQF\
DQG�PHDQLQJIXOQHVV�RI�WKH�GRQRU�DJHQF\�V�SODQQLQJ�DQG�QHJRWLDWLQJ�V\VWHPV�

7KH�)LQQLVK�VXSSRUWHG�GLVWULFW�KHDWLQJ�SURMHFW
7KH�)LQQLVK�SURMHFW�ZDV�HYDOXDWHG�E\�D�SHUVRQ�IURP�)LQODQG�LQ�������EXW�WKH�FRPSDQ\
KDV�QRW�EHHQ�LQIRUPHG�RI�WKH�FRQFOXVLRQV�RI�WKLV�HYDOXDWLRQ��1RU�KDYH�WKH\�UHFHLYHG�D
FRS\�RI�DQ\�UHSRUW��7KH�HYDOXDWRU�VSHQW�RQO\�RQH�GD\�KHUH��DQG��DFFRUGLQJ�WR�WKH
PDQDJHU����GLG�QRW�DVN�DV�PDQ\�DQG�DV�GHWDLOHG�TXHVWLRQV�DV�,�GLG��

,W�ZRXOG�EH�LQWHUHVWLQJ�WR�FRPSDUH�WKH�6ZHGLVK�DQG�WKH�)LQQLVK�VXSSRUWHG�SURMHFWV
Z�U�W��WR�WKHLU�SHUIRUPDQFHV��%XW�LW�LV�YHU\�GLIILFXOW�WR�GR�EHFDXVH�WKH�)LQQLVK��VLQFH�LW�XVHV
H[FOXVLYHO\�)LQQLVK�HTXLSPHQW��LV�D�FRPSOHWH�DQG�VHOI�FRQWDLQHG�V\VWHP��ZKLFK�GLG�QRW
QHHG�WR�EH�ILW�WRJHWKHU�ZLWK�RWKHU�HTXLSPHQW�RI�&KLQHVH�SURGXFWLRQ�
7KH�6ZHGLVK�SURMHFW�RQ�WKH�RWKHU�KDQG�FRQVLVW�RI�GLIIHUHQW�SDUWV�ZKLFK�QHHG�WR�EH
LQWHJUDWHG�LQWR�DQG�FRQQHFWHG�WR�&KLQHVH�HTXLSPHQW�ZKLFK�LV�VRPHWLPHV�RI�GLIIHUHQW
GLPHQVLRQ�DQG�W\SH�

7KH�)LQQLVK�V\VWHP�LV�JHQHUDOO\�ZRUNLQJ�ZHOO��EXW�WKHUH�DUH�VRPH�VPDOO�SUREOHPV�
µVPDOOµ�EHLQJ�XQGHUVWRRG�WR�EH�PXFK�VPDOOHU�WKDW�WKH�µVPDOOµ�SUREOHPV�DIIOLFWLQJ�WKH
6ZHGLVK�SURMHFW�
$OVR�WKH�)LQQLVK�FRPSXWRU�V\VWHP�KDV�VRPH�SUREOHPV�

+RW�WDS�ZDWHU
+RW�WDS�ZDWHU�ZDV�WKDW�QRW�LQFOXGHG�LQ�WKH�SURMHFW��3DUWO\�WKH�UHDVRQ�VHHPV�WR�KDYH�EHHQ
WKDW�7DL\XDQ�FLW\�LV�VKRUW�RI�ZDWHU�DQG�VRPH�EXLOGLQJV�RQO\�KDYH�UDGLDWRUV�DQG�QR�KRW
ZDWHU�V\VWHP��1RU�DUH�WKHLU�DQ\�SODQV�WR�LQFOXGH�KRW�WDS�ZDWHU�LQ�WKH�QH[W�'+�SURMHFW
SODQQHG�LQ�WKH�&LW\�
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7KH�HQJLQHHU��DW�ILUVW��KDG�QRW�KHDUG�DERXW�WKH�DUJXPHQW�WKDW�WKHUH�DUH�WHFKQRORJLFDO
HIILFLHQF\�DV�ZHOO�DV�HFRQRPLF�UHDVRQV�IRU�LQFOXGLQJ�KRW�ZDWHU��DQG�KH�GLG�QRW�UHFDOO�WKDW
WKLV�ZDV�VXJJHVWHG�WR�WKH�FRPSDQ\�GXULQJ�WKH�QHJRWLDWLRQV�ZLWK�%,76��,W�ZDV�DFWXDOO\
UHFRPPHQGHG�VWURQJO\�E\�WKH�6LGD�DSSUDLVDO�UHSRUW��/DWHU�KRZHYHU�KH�FKDQJHG�KLV
PLQG�DQG�VDLG�WKDW�&KLQHVH�HQJLQHHUV�NQRZ�DERXW�WKLV��DQG�WKDW�KH�NQRZV�WKDW�WKLV�LV
HFRQRPLFDO��DQG�WKDW�VXFK�VWXGLHV�KDYH�EHHQ�PDGH�

����)JJIGXW
%\�WKH�HQG�RI�������ZLWK�D�KHDWHG�IORRU�DUHD�RI�DERXW�����PLOOLRQ�VTP������ERLOHU�KRXVHV
KDYH�DFWXDOO\�EHHQ�GLVPRXQWHG��DQG�WKH�SODQV�IRU�DGGLQJ���QHZ�ERLOHU�KRXVHV�ZHUH
VFUDSSHG��LW�LV�FDOFXODWHG�WKDW���������WRQV�RI�FRDO�DUH�VDYHG�DQQXDOO\��DQG�����WRQV�RI
JDVROLQH�LV�VDYHG�EHFDXVH�DERXW���������WRQV�OHVV�RI�FRDO�DQG�DVKHV�QHHG�WR�EH
WUDQVSRUWHG�
7KH�H[SHFWHG�VDYLQJV�LQ�FRDO�FRQVXPSWLRQ�ZKHQ�WKH�ZKROH�SURMHFW�LV�ILQLVKHG�LV
HVWLPDWHG�WR���������WRQV�RI�FRDO�DQQXDOO\�JLYHQ�D�ILYH�PRQWK�ORQJ�KHDWLQJ�VHDVRQ�

,Q�DGGLWLRQ�WKHUH�ZLOO�EH�VDYLQJV�LQ�JDVROLQH�GXH�WR�OHVV�WUDQVSRUWDWLRQ�RI�FRDO�DQG�DVKHV
EHLQJ�QHHGHG��7KLV�KDV�EHHQ�HVWLPDWHG�DW������WRQV�RI�JDVROLQH�D�\HDU�

��� *MRERGMEP�TVSJMXEFMPMX]

/DFN�RI�NQRZOHGJH�DQG�DZDUHQHVV�RI�ILQDQFLDO�PDWWHUV
1R�IROORZ�XS�UHSRUW�KDV�EHHQ�PDGH�RI�WKH�ILQDQFLDO�IHDVLELOLW\�VWXG\�FDUULHG�RXW�E\�WKH
FRPSDQ\�LQ�������GDWHG�$XJXVW�����������,Q�IDFW��DPRQJ�WKH�GR]HQ�FRPSDQ\�RIILFHUV
SUHVHQW�LQ�WKH�FRQIHUHQFH�URRP�GXULQJ�WKH�LQWHUYLHZV�VHVVLRQ��QRQH�ZDV�DZDUH�RI�WKH
H[LVWHQFH�RI�WKLV�IHDVLELOLW\�VWXG\��QRU�KDG�DQ\�LGHD�ZKHWKHU�WKH�ILJXUHV�VWLOO�KROG�

,Q�JHQHUDO��LW�LV�P\�RSLQLRQ�WKDW�WKH�NQRZOHGJH�DQG�DZDUHQHVV�RI�ILQDQFLDO�LQIRUPDWLRQ
E\�WKH�FRPSDQ\�V�RIILFHUV�OHDYHV�PXFK�WR�EH�GHVLUHG��'LVFXVVLRQV�UHYHDOHG�WKDW�WKHUH�LV
QR�FOHDU�LQIRUPDWLRQ�DERXW�WKH�WRWDO�FRVW�RI�D�VXE�VWDWLRQ�EDVHG�RQ�H[FOXVLYHO\�&KLQHVH
HTXLSPHQW�DV�FRPSDUHG�ZLWK�RQH�EDVHG�RQ�6ZHGLVK�HTXLSPHQW��1RU��ZHUH�WKHUH�DQ\
FOHDU�SULFH�LQIRUPDWLRQ�HYHQ�IRU�WKH�LWHPV�LPSRUWHG�IURP�6ZHGHQ����,Q�WKH�UHFROOHFWLRQ�RI
WKH��RIILFHUV�LQWHUYLHZHG�WKH�FRQWUDFW�ZLWK�WKH�6ZHGLVK�VXSSOLHU�RQO\�JDYH�D�WRWDO�VXP�IRU
DOO�WKH�KHDW�H[FKDQJHUV��YDOYHV�DQG�RWKHU�HTXLSPHQW�WRJHWKHU��$QG�VLQFH�VRPH�RI�WKH
KHDW�H[FKDQJHUV�KDYH�GLIIHUHQW�GLPHQVLRQ�HWF�LW�LV�QRW�SRVVLEOH�WR�FDOFXODWH�D�XQLW�FRVW�
(YHQ�LI�WKLV�ZDV�WKH�FDVH�ZLWK�WKH�6ZHGLVK�FRQWUDFW��LW�LV�QR�H[FXVH�IRU�WKH�FRPSDQ\
WRGD\�QRW�EHLQJ�DEOH�WR�LGHQWLI\�HDFK�LQGLYLGXDO�FRVW�LWHP�
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1RU�ZHUH�WKH\�DEOH�WR�JLYH�D�ILJXUH�RI�WKH�FRPSDQ\�V�FRVW�WR�SURGXFH�KHDWLQJ�IRU�RQH
VTP��L�H��WKH�VDPH�XQLW�LQ�ZKLFK�WKH\�UHFHLYH�WKHLU�UHYHQXH��7KLV�LV�LQGHHG�UHPDUNDEOH
VLQFH�WKH�WRSLF�ZDV�GLVFXVVHG�H[WHQVLYHO\�LQ�FRQQHFWLRQ�ZLWK�WKH�6ZHGLVK�DSSUDLVDO�VWXG\
��\HDUV�DJR��(YHQ�WRGD\�,�IRXQG�LW�YHU\�GLIILFXOW�WR�H[SODLQ�WKH�FRQFHSW�WKDW�WKH�WZR
PHDVXUHV�VKRXOG�EH�WKH�VDPH�VR�DV�WR�DOORZ�FRPSDULVRQ�

)LQGLQJ��,Q�WKLV�HYDOXDWRUV�RSLQLRQ��WKH�NQRZOHGJH�DQG
DZDUHQHVV�RI�ILQDQFLDO�LQIRUPDWLRQ�E\�WKH�FRPSDQ\�V�RIILFHUV
OHDYHV�PXFK�WR�EH�GHVLUHG��'LVFXVVLRQV�UHYHDOHG�WKDW�WKHUH�LV�QR
FOHDU�SULFH�LQIRUPDWLRQ�UHJDUGLQJ�VHYHUDO�FHQWUDO�FRVW�LWHPV�
DPRQJ�WKHP�IRU�WKH�LWHPV�LPSRUWHG�IURP�6ZHGHQ�

$V�LV�XVXDOO\�WKH�FDVH�LQ�&KLQD�WKH�0XQLFLSDO�+HDWLQJ�&RPSDQ\�FRPSULVHV�D�QXPEHU�RI
GLIIHUHQW�ERWK�SURGXFWLRQ�XQLWV�DV�ZHOO�DV�GLVWULEXWLRQ�QHWV��DOO�RI�WKHP�WRJHWKHU�IRUPLQJ
RQH�DJJUHJDWH�SURILW�FHQWHU��7KHVH�FRPSDQLHV�WKHUHIRUH�RIWHQ�ILQG�LW�GLIILFXOW�WR�FDOFXODWH
ILQDQFLDO�SURILWDELOLW\�IRU�RQH�EUDQFK�VHSDUDWHO\�

$�FLUFXPVWDQFH�ZKLFK�DFWV�DV�D�EXLOW�LQ�ELDV�DJDLQVW�LQFUHDVHG�HIILFLHQF\�LV�WKDW�WKH�KHDW
WDULII�LV�EDVHG�RQ�D�IL[HG�FKDUJH�SHU�VTP�EXLOGLQJ�DUHD��,W�GRHV�QRW�WDNH�LQWR
FRQVLGHUDWLRQ�WKH�DFWXDO�FRQVXPSWLRQ�RI�KHDWLQJ��6R�WKHUH�LV�QR�LQFHQWLYH�IRU�WKH
FRQVXPHUV�WR�LPSURYH�LQVXODWLRQ�RI�WKH�EXLOGLQJV�RU�RWKHUZLVH�PRGLI\�WKHLU�KDELWV�Z�U�W
KHDW�FRQVXPSWLRQ�

)LQGLQJ��7KH�KHDW�WDULII�LV�EDVHG�RQ�D�IL[HG�FKDUJH�SHU�VTP�EXLOGLQJ
DUHD�DQG�GRHV�QRW�WDNH�LQWR�DFFRXQW�WKH�DFWXDO�FRQVXPSWLRQ��7KHUHIRUH
WKHUH�LV�QR�LQFHQWLYH�IRU�WKH�FRQVXPHUV�WR�LPSURYH�LQVXODWLRQ�RI�WKH
EXLOGLQJV�RU�RWKHUZLVH�PRGLI\�WKHLU�KDELWV�Z�U�W�KHDW�FRQVXPSWLRQ�

1R�KHDW�PHWUHV
7KH�SULFH�RI�KHDWLQJ�LQ�&KLQD�LV�SHU�VTP�DQ�LV�QRW�UHODWHG�WR�KRZ�PXFK�KHDWLQJ�LV�EHLQJ
FRQVXPHG�
7KHUH�DUH�QR�FXUUHQW�SODQV�WR�LQWURGXFH�KHDW�PHWUHV�VR�WKDW�WKH�FRQVXPHUV�FDQ�KDYH�DQ
LQFHQWLYH�WR�HFRQRPL]H�RQ�KHDWLQJ��$FFRUGLQJ�WR�WKH�FRPSDQ\�WKLV�ZRXOG�EH�GLIILFXOW�WR
LPSOHPHQW�LQ�&KLQD�VLQFH�LW�JRHV�DJDLQVW�D�YHU\�ROG�&KLQHVH�WUDGLWLRQ��,Q�WKH�&KLQHVH
WUDGLWLRQ�HOHFWULFLW\�LV�GHELWHG�DFFRUGLQJ�WR�XVDJH���WKHUH�DUH�PHWUHV����EXW�KHDWLQJ�LV�QRW�
$�FRQWULEXWLQJ�IDFWRU�LQ�WKH�FRPSDQ\�V�RSLQLRQ�PD\�DOVR�EH�WKDW�&KLQHVH�PHWUHV�DUH�RI
YHU\�ORZ�TXDOLW\�DQG�IRUHLJQ�RQHV�ZRXOG�EH�YHU\�H[SHQVLYH�WR�LPSRUW�
1RZKHUH�LQ�&KLQHVH�LV�WKHUH�WRGD\�D�V\VWHP�ZLWK�KHDWLQJ�PHWUHV��7KH�FRQVXPHU��V�FRVW�LV
DOZD\V�SHU�VTP�EXLOGLQJ�VSDFH�
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6RPH�REVHUYHUV�WKLQN�WKDW�LW�ZLOO�EH�GLIILFXOW�WR�FKDQJH�WKLV�LQ�&KLQD��%XW���DFFRUGLQJ�WR
DQ�XQFRQILUPHG�UHSRUW��WKH�&KLQHVH�&LW\�DQG�7RZQV�+HDWLQJ�$VVRFLDWLRQ�LQ�LWV�ODVW
QDWLRQDO�PHHWLQJ�SDVVHG�D�UHVROXWLRQ�LQ�VXSSRUW�RI�LQGLYLGXDO�KHDWLQJ�PHWUHV�

3URILWDELOLW\�FDOFXODWLRQV
7KH�SURILW�FDOFXODWLRQV�FDUULHG�RXW�E\�WKH�FRPSDQ\��WRGD\��L�H��DW�´KDOI�WLPHµ�ZKHQ�PRUH
RU�OHVV�KDOI�RI�WKH�WRWDO�EXLOGLQJ�DUHD�KDV�EHHQ�FRYHUHG������RXW�RI�D�WRWDO�RI������PLOOLRQ
VTP����LQGLFDWH�WKDW�LW�ZLOO�EH�GLIILFXOW�WR�DFKLHYH�WKH�SURILW�DV�SODQQHG��EHFDXVH�WKH�FRVW�RI
SURGXFLQJ�KHDW�KDV�LQFUHDVHG�PRUH�WKHQ�WKH�WDULIIV�UHFHLYHG�IURP�RXU�FRQVXPHUV�
$W�WKH�SUHVHQW�FDSDFLW\�RSHUDWLRQ�RI�����PLOOLRQ�VTP�WKH�VDOHV�LQFRPH�UHDFKHV�RQO\������
PLOOLRQ�<XDQ��ZKLOH�FRVWV�DQG�WD[HV�DPRXQW�WR������PLOOLRQ��WKXV�OHDYLQJ�D�ILQDQFLDO�ORVV
RI�������PLOOLRQ��7KLV�LV�WR�EH�FRPSDUHG�ZLWK�WKH�SODQQHG�IXOO�FDSDFLW\�RSHUDWLRQ�ZLWK�D
KHDWLQJ�DUHD�RI�������PLOOLRQ�VTP��ZKHUH�UHYHQXHV�ZRXOG�DPRXQW�WR��������PLOOLRQ�\
DQG�FRVWV�DQG�WD[HV��������WKXV�OHDYLQJ�D�SURILW�RI������

)LQGLQJ��7KH�SURILW�FDOFXODWLRQV�FDUULHG�RXW�E\�WKH�FRPSDQ\
WRGD\��L�H��DW�´KDOI�WLPHµ�ZKHQ�DERXW�KDOI�RI�WKH�WRWDO�EXLOGLQJ�DUHD
KDV�EHHQ�FRYHUHG�LQGLFDWH�WKDW�LW�ZLOO�EH�GLIILFXOW�WR�DFKLHYH�WKH
SURILW�DV�SODQQHG��EHFDXVH�WKH�FRVW�RI�SURGXFLQJ�KHDW�KDV�LQFUHDVHG
PRUH�WKHQ�WKH�WDULIIV�UHFHLYHG�IURP�RXU�FRQVXPHUV�

7KH�6ZHGLVK�DSSUDLVDO�PDGH�RI�WKH�SURMHFW�VKRZHG�WKDW�WKH�SURMHFW�ZRXOG�QRW�EH
FRPPHUFLDOO\�YLDEOH�JLYHQ�DQ�DVVXPSWLRQ�RI�D������WDULII�LQFUHDVH��\LHOGLQJ�DQ�LQWHUQDO
UDWH�RI�UHWXUQ�RI��������7KH�DFFXPXODWHG�ILQDQFLDO�QHW�FDVK�IORZ�ZRXOG�WXUQ�SRVLWLYH
RQO\�DIWHU����\HDUV��,Q�RUGHU�WR�PDNH�WKH�SURMHFW�ILQDQFLDOO\�VRXQG�HQRXJK�WR�EH�DEOH�WR
VHUYH�D�ORDQ�DW�FRPPHUFLDO�WHUPV�WKH�WDULIIV�ZRXOG�KDYH�WR�EH�UDLVHG�E\�VRP������
VRPHWKLQJ�ZKLFK�ZDV�QRW�VHHQ�DV�EHLQJ�SRVVLEOH�IRU�SROLWLFDO�UHDVRQV�

$Q�LQWHUHVWLQJ�TXHVWLRQ�ZKLFK�DURVH�GXULQJ�WKH�SUHSDUDWLRQ�RI�WKLV�SURMHFWV�ZDV�KRZ�WKH
+HOVLQNL�UXOHV�VKRXOG�EH�LQWHUSUHWHG�LQ�D�VLWXDWLRQ�ZKHUH�WKH�JRYHUQPHQW�VXEVLGL]HG�WKH
SURMHFW�ZLWK�FKHDS�GRPHVWLF�FUHGLW��WKHUHE\�PDNLQJ�LW�ILQDQFLDOO\�VRXQG�HQRXJK�WR�EHDU
FRPPHUFLDO�ILQDQFLQJ�RI�WKH�IRUHLJQ�LPSRUW�
$V�LW�GHYHORSHG��QR�VXFK�VXEVLGL]HG�FUHGLWV�ZHUH�RIIHUHG�WKH�SURMHFW��)RU�LWV�GRPHVWLF
FUHGLW�WKH�FRPSDQ\�KDG�WR�SD\�������LQWHUHVW�IRU�D�ORDQ�UHSD\DEOH�RYHU���\HDUV��WKXV
YHU\�FORVH�WR�UHJXODU�PDUNHW�WHUPV�

/LNH�LQ�6ZHGHQ�DOVR�WKH�&KLQHVH�'+�FRPSDQLHV�XVH�FRQQHFWLRQ�IHHV�WR�ILQDQFH�SDUW�RI
WKHLU�LQYHVWPHQW��&RPSDUHG�WR�6ZHGHQ�KRZHYHU�WKH\�VHW�WKH�FRQQHFWLRQ�IHH�DW�D�OHYHO
PXFK�KLJKHU�WKDQ�LWV�DFWXDO�LQYHVWPHQW�FRVW��,Q�7DL\XDQ�DERXW������RI�WKH�WRWDO



121

LQYHVWPHQW�LV�ILQDQFHG�E\�FXVWRPHU�FRQQHFWLRQ�IHHV��D�ILJXUH�ZKLFK�E\�IDU�H[FHHGV�WKH
DFWXDO�FRVW�RI�FRQQHFWLQJ�QHZ�FXVWRPHUV�

$IWHU�%,76�QRWLILHG�WKH�SURMHFW�LQ�-XO\�������-DSDQ�UHTXHVWHG�D�SURMHFW�DQDO\VLV��$IWHU
%,76�KDG�PDGH�DQ�$LG�4XDOLW\�$VVHVVPHQW�QR�PRUH�UHDFWLRQV�ZHUH�KHDUG�IURP�WKH
-DSDQHVH�VLGH�

����-14%'87���%88%-21)28�3J�032+�692�3&.)'8-:)7

�����)GSRSQMG�FIRIJMXW

:KLOH�EHLQJ�MXGJHG�DV�FRPPHUFLDOO\�QRQ�YLDEOH�WKLV�SURMHFW�LV�KLJKO\�SURILWDEOH�IURP�DQ
HFRQRPLF�SRLQW�RI�YLHZ�

,QWXLWLYHO\�LW�LV�HDV\�WR�XQGHUVWDQG�WKDW�WKH�HFRQRPLF�UDWH�RI�UHWXUQ�RI�D�'+
SURMHFW�EHFRPHV�YHU\�KLJK��EHFDXVH�WKH�SURMHFW�LQ�HIIHFW�PDNHV�XVH�RI�D�IUHH�UHVRXUFH�
QDPHO\�ZDVWH�HQHUJ\��ZKLFK�LQ�WKH�DEVHQFH�RI�D�'+�VROXWLRQ�LQ�D�FR�JHQHUDWLRQ�SODQW�
ZRXOG�EH�MXVW�HPLWWHG�XQXVHG�LQWR�WKH�DLU�

%\�JHQHUDWLQJ�KHDW�LQ�ODUJH�HIILFLHQW�ERLOHUV�WKDW�UHSODFH�D�PXOWLWXGH�RI�VPDOOHU
LQHIILFLHQW�ERLOHUV��WKH�HFRQRPLF�VDYLQJV�RI�WKLV�SURMHFW��PDLQO\�GXH�WR�WKH�ODUJH�H[SHFWHG
VDYLQJ�LQ�FRDO�FRQVXPSWLRQ��FDQ�EH�H[SHFWHG�WR�EH�HQRUPRXV�

)LQGLQJ��7KH�SURMHFW�LV�KLJKO\�SURILWDEOH�IURP�DQ�HFRQRPLF�SRLQW
RI�YLHZ��,QWXLWLYHO\�WKLV�LV�HDV\�WR�XQGHUVWDQG�EHFDXVH�WKH�'+�
V\VWHP�LQ�HIIHFW�PDNHV�XVH�RI�D�IUHH�UHVRXUFH��QDPHO\�ZDVWH�HQHUJ\�
ZKLFK�LQ�WKH�DEVHQFH�RI�D�'+�VROXWLRQ�LQ�D�FR�JHQHUDWLRQ�SODQW�
ZRXOG�EH�MXVW�HPLWWHG�XQXVHG�LQWR�WKH�DLU��$OVR��E\�JHQHUDWLQJ�KHDW
LQ�ODUJH�HIILFLHQW�ERLOHUV�WKDW�UHSODFH�D�PXOWLWXGH�RI�VPDOOHU
LQHIILFLHQW�ERLOHUV��WKH�HFRQRPLF�VDYLQJV�RI�WKLV�SURMHFW��PDLQO\�GXH
WR�WKH�ODUJH�H[SHFWHG�VDYLQJ�LQ�FRDO�FRQVXPSWLRQ��FDQ�EH�H[SHFWHG
WR�EH�HQRUPRXV�

%,76��DSSUDLVDO
7KH�DSSUDLVDO�FDUULHG�RXW�E\�6LGD�HVWLPDWHG�WKH�SURMHFW�V�HFRQRPLF�LQWHUQDO�UDWH�RI
UHWXUQ�WR�EH���������7KH�DGMXVWPHQWV�PDGH�LQ�WKH�HFRQRPLF�DQDO\VLV�UHODWLYH�WR�WKH
ILQDQFLDO�DQDO\VLV�ZHUH�WKH�IROORZLQJ�
����LQGLUHFW�WD[HV�ZHUH�DGMXVWHG�VLQFH�WKHVH�GR�QRW�UHSUHVHQW�FRVWV�IURP�WKH�HFRQRP\�V

SRLQW�RI�YLHZ
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����WKH�VDYLQJV�LQ�IXHO�FRQVXPSWLRQ����������WRQV�RI�FRDO�DQG�������WRQV�RI�JDVROLQH
DQQXDOO\��$VVXPLQJ�D�FRDO�SULFH�RI�����\XDQ�WKLV�PHDQV�DQ�DQQXDO�VDYLQJV�RI�DERXW���
PLOOLRQ�\XDQ�SHU�\HDU��7KH�DSSUDLVDO�IRXQG�WKH�RIILFLDO�FRDO�SULFH�WR�YHU\�QHDUO\�UHIOHFW
WKH�UHDO�HFRQRPLF�FRVW�RI�FRDO�WR�WKH�HFRQRP\�
����$�����XSZDUG�DGMXVWPHQW�ZDV�PDGH�LQ�VDODULHV�WR�UHIOHFW�ERQXVHV�EHLQJ�SDLG�LQ

7DL\XDQ�

1R�RWKHU�DGMXVWPHQWV�ZHUH�PDGH�WR�UHIOHFW�WKH�EHQHILWV�WR�HQYLURQPHQW��QRU�WR�SHRSOHV�
KHDOWKV��,Q�DGGLWLRQ�WKH�DUHD�SUHYLRXVO\�XVHG�IRU�FROG�VWRUDJH�DQG�UHSODFHG�ERLOHUV�
HVWLPDWHG�WR�UHSUHVHQW�DQG�DUHD�RI�DERXW���������VTP��ZLOO�EH�IUHHG�IRU�RWKHU�XVHV��6LQFH
WKLV�LV�ORFDWLRQV�VLWXDWHG�LQ�WKH�YHU\�FHQWHU�RI�WKH�FLW\�LWV�HFRQRPLF�YDOXH�LV�TXLWH�KLJK�

$Q�DOWHUQDWLYH�ZD\�WR�HVWLPDWH�WKH�HFRQRPLF�YDOXH�WR�VRFLHW\�RI�WKLV�SURMHFW�LV�E\�XVLQJ
PHDVXUHV�RI�SROOXWLRQ�WD[HV�ZKLFK�FDQ�WKHQ�EH�DVVXPHG�WR�UHIOHFW�WKH�EHQHILWV�WR�VRFLHW\�
$VVXPLQJ�WKH�VDPH�OHYHO�RI�HPLVVLRQ�WD[HV��RQ�VXOSKXU�DQG�RQ�&2��DV�LQ�6ZHGHQ��ZKLFK
DUH�VXSSRVHG�WR�UHIOHFW�WKH�HFRQRPLF�FRVW�WR�VRFLHW\�RI�WKHVH�HPLVVLRQV��WKH�HFRQRPLF
VDYLQJV�GXH�WR�WKH�SURMHFW�FDQ�EH�FDOFXODWHG�WR

������06(.�EHFDXVH�RI�UHGXFHG�62��HPLVVLRQV��DQG
������06(.�EHFDXVH�RI�UHGXFHG�&2��HPLVVLRQV�

,Q�RWKHU�ZRUGV��LI�WKLV�SURMHFW�ZHUH�ORFDWHG�LQ�6ZHGHQ�LWV�DQQXDO�VDYLQJV�LQ
HQYLURQPHQWDO�SROOXWLRQ�WD[HV�FRXOG�EH�ZHUH�HVWLPDWHG�DW�VRPH�����PLOOLRQ�6(.�

7KLV�VDYLQJ�RI�����06(.�D�\HDU�FRXOG�EH�VHHQ�DV�D�URXJK�DSSUR[LPDWLRQ�RI�WKH
SURMHFW�V�HFRQRPLF�EHQHILW�
7KHVH�PHDVXUHV�KDYH�QRW�EHHQ�XVHG�LQ�WKH�HFRQRPLF�FDOFXODWLRQ�SHUIRUPHG�LQ�WKH
6ZHGLVK�DSSUDLVDO�

�����)RZMVSRQIRX

,Q�WKH�IROORZLQJ�WDEOH�DYHUDJH�DPELHQW�FRQFHQWUDWLRQV�RI�DLU�SROOXWDQWV�LQ�7DL\XDQ�LQ
�����DUH�FRPSDUHG�ZLWK�WKH�&KLQHVH�QDWLRQDO�DLU�TXDOLW\�VWDQGDUGV�RI�WKUHH�FODVVHV

7DEOH�����3ROOXWLRQ�OHYHOV�LQ�7DL\XDQ�FRPSDUHG�WR�&KLQHVH�VWDQGDUGV

$FWXDO�LQ
7DL\XDQ������

&KLQD�VWDQGDUG
�FODVV�,

&KLQD�VWDQGDUG
�FODVV�,,

&KLQD�6WDQGDUG
FODVV�,,,

763��WRWDO�VXVSHQGHG
SDUWLFOHV

��� ��� ��� ���

62� ��� �� ��� ���
12[ �� �� ��� ���
&2� ���� ���� ���� ����
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,Q�VRPH�DUHDV�LQ�7DL\XDQ�WKH�FRQFHQWUDWLRQ�RI�EHQ]RS\UHQH��ZKLFK�FDQ�FDXVH�FDQFHU��LV
XS�WR��������WLPHV�KLJKHU�WKDQ�WKH�QDWLRQDO�VWDQGDUG�

7KH�WRWDO�DPRXQW�RI�FRDO�VDYHG�LQ�WKH�SURMHFW���FDOFXODWHG�RQ�D�ILYH�PRQWK�ORQJ�KHDWLQJ
VHDVRQ��ZKHQ�WKH�SURMHFW�LV�EURXJKW�LQWR�IXOO�FDSDFLW\�RSHUDWLRQ�ZLOO�EH�VRPH��������
WRQV��7KLV�LV�PDLQO\�EHFDXVH�RI�WKH�YHU\�KLJK�HIILFLHQF\�RI�WKH�FRJHQHUDWLRQ��SODQW�

7KH�HQYLURQPHQWDO�HIIHFW�RI�WKLV�VDYLQJ�LQ�FRDO��LQ�WKH�IRUP�RI�H[SHFWHG
UHGXFWLRQV�LQ�HPLVVLRQ�OHYHOV��LV�VKRZQ�LQ�WKH�WDEOH�

7DEOH�����5HGXFHG�HPLVVLRQV�RI�SROOXWDQWV�LQ�7DL\XDQ�EHFDXVH�RI�'+�SURMHFW
7\SH�RI��HPLVVLRQ 7RQV�SHU�\HDU
'XVW�IURP�IOXH�JDVVHV ������
6XOSKXU�GLR[LGH �������
&DUERQ�GLR[LGH ������������"�

7KHUH�ZLOO�DOVR�EH�UHGXFWLRQV�LQ�KDUPIXO�JDVHV�VXFK�DV�QLWURJHQ�R[LGHV�DQG�FDUERQ
GLR[LGHV��,Q�DGGLWLRQ�WKHUH�ZLOO�EH�D�UHGXFWLRQ�LQ�DLU�SROOXWLRQ�GXH�WR�WKH�UHGXFWLRQ�LQ
JDVROLQH�FRQVXPSWLRQ�EHFDXVH�RI�OHVV�QHHG�IRU�WUDQVSRUWDWLRQ�RI�FRDO�DQG�DVK�

3ROOXWLRQ�UHGXFWLRQ�DFKLHYHG�WR�GDWH
$FFRUGLQJ�WR�WKH�FRPSDQ\�WKHUH�LV�WRGD\�QR�V\VWHPDWLF�SROOXWLRQ�PHDVXUHPHQW�GRQH�LQ
WKH�FLW\�DV�ZDV�GRQH�LQ�������DQG�ZKLFK�LV�UHSURGXFHG�LQ�WKH�%,76�DSSUDLVDO�UHSRUW
�SDJH������7KH�FRPSDQ\�GRHV�KRZHYHU�KDYH�GDWD�IRU�763�DQG�62���7KH�FXUUHQW�OHYHOV
�DYHUDJH�IRU�WKH�ZKROH�\HDU��DUH�JLYHQ�DV

��763�����
���62������

7KLV�LV�QRW�DW�DOO�DV�JRRG�DV�DFFRUGLQJ�WR�SODQ��%XW�VLQFH�WKH�SURMHFW�KDV�QRW�\HW�UHDFKHG
IXOO�FDSDFLW\�LV�WR�EH�H[SHFWHG��6HYHUDO�SHRSOH�WKDW�,�VSRNH�WR�KRZHYHU�KDG�UHPDUNHG�WKDW
WKH\�FRXOG�IHHO�E\�H\HV�DQG�QRVH�HWF�WKDW�DLU�TXDOLW\�KDV�EHFRPH�FOHDUO\�EHWWHU�LQ�UHFHQW
\HDUV�

)LQGLQJ��7KH�UHGXFWLRQV�LQ�GLIIHUHQW�W\SHV�RI�SROOXWLYH�HPLVVLRQV
ODUJHO\�FRUUHVSRQG�WR�WKH�GHJUHH�RI�LPSOHPHQWDWLRQ��L�H��WKH�VKDUH�RI
WKH�EXLOGLQJ�VSDFH�FRQQHFWHG��6HYHUDO�SHRSOH�WKDW�,�VSRNH�WR�KDG
UHPDUNHG�WKDW�WKH\�FRXOG�IHHO�E\�H\HV�DQG�QRVH�HWF�WKDW�DLU�TXDOLW\
KDV�EHFRPH�FOHDUO\�EHWWHU�LQ�UHFHQW�\HDUV�

                                          
1  According to one source 24,000
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%\�WKH�HQG�RI�������ZLWK�D�KHDWHG�IORRU�DUHD�RI�DERXW�����PLOOLRQ�VTP������ERLOHU�KRXVHV
KDYH�DFWXDOO\�EHHQ�GLVPRXQWHG��DQG�WKH�SODQV�IRU�DGGLQJ���QHZ�ERLOHU�KRXVHV�ZHUH
VFUDSSHG��LW�LV�FDOFXODWHG�WKDW���������WRQV�RI�FRDO�DUH�VDYHG�DQQXDOO\��DQG�����WRQV�RI
JDVROLQH�LV�VDYHG�EHFDXVH�DERXW���������WRQV�OHVV�RI�FRDO�DQG�DVKHV�QHHG�WR�EH
WUDQVSRUWHG��7KH�HIIHFW�RQ�HQYLURQPHQW�LV�D�\HDUO\�UHGXFWLRQ�RI������WRQV�RI�62�
GLVFKDUJH��DQG�DOVR��������WRQV�RI�GXVW�SDUWLFOHV�

:KHQ�WKH�HQWLUH�SURMHFW�LV�RSHUDWLRQDO��DQG�����ERLOHU�KRXVHV�ZLOO�KDYH�EHHQ�FORVHG��WKHQ
��������WRQV�RI�FRDO�ZLOO�EH�VDYHG�DQQXDOO\�DQG������WRQV�OHVV�RI�JDVROLQH�ZLOO�EH�XVHG
EHFDXVH�WKH�QHHG�WR�WUDQVSRUW�FRDO�DQG�DVKHV�ZLOO�EH�UHGXFHG�E\�VRPH���PLOOLRQ�WRQV
DQQXDOO\��7KHQ�WKH�62��GLVFKDUJH�ZLOO�EH�UHGXFHG�E\��������WRQV�SHU�\HDU��DV�ZHOO�DV
�������WRQV�RI�GXVW�SDUWLFOHV

�����)UYEPMX]��4SZIVX]�SVMIRXEXMSR
7KHUH�GRHV�QRW�DSSHDU�WR�EH�DQ\�VSHFLILF�HIIHFW�RQ�WKH�HTXDOLW\�RU�GLVWULEXWLRQ�HIIHFW�IURP
WKLV�SURMHFWV�DV�WKH�HQYLURQPHQWDO�DQG�RWKHU�EHQHILWV�IURP�WKLV�SURMHFW�ZLOO�EHQHILW�WKH
HQWLUH�SRSXODWLRQ��,Q�D�PRUH�JHQHUDO�VHQVH�KRZHYHU�RQH�PD\�DUJXH�WKDW�WKH�SRRUHU
JURXSV�JDLQ�UHODWLYHO\�PRUH�IURP�DQ�LPSURYHG�HQYLURQPHQW�WKDQ�GR�RWKHU�JURXSV�

�����+IRHIV
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�JHQGHU�HIIHFW��GLUHFW�QRU�LQGLUHFW�
HPDQDWLQJ�IRUP�WKLV�SURMHFW�

7KH�WRWDO�HPSOR\PQHW�RI�WKH�7DL\XDQ�'LVWULFW�+HDWLQJ�&RPSDQ\�LV�����RI�ZKLFK
����DUH�ZRPHQ��+LJKHU�OHYHO�VWDII��LQFOXGLQJ�PDQDJHUV��HQJLQHHUV��DQG�WHFKQLFLDQV�DUH
����RI�ZKLFK�DERXW�RQH�WKLUG�DUH�ZRPHQ�

�����(IQSGVEXM^EXMSR
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFW�Z�U�W��GHPRFUDWL]DWLRQ��GLUHFW
QRU�LQGLUHFW��HPDQDWLQJ�IRUP�WKLV�SURMHFW�

�����-RHITIRHIRGI
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFW�Z�U�W��WKH�FRXQWU\�V
LQGHSHQGHQFH��GLUHFW�QRU�LQGLUHFW��HPDQDWLQJ�IRUP�WKLV�SURMHFW�
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'HPRQVWUDWLRQ�HIIHFW

$Q�H[SOLFLW�REMHFWLYH�RI�WKH�SURMHFW��VWDWHG�HPSKDWLFDOO\�E\�%,76��ZDV�WKDW�WKH�SURMHFW
ZRXOG�EHFRPH�D�GHPRQVWUDWLRQ�SURMHFW�ZKLFK�ZRXOG�VKRZ�WKH�IHDVLELOLW\�RI�PL[LQJ
DGYDQFHG�WHFKQRORJ\�LPSRUWHG�IURP�DEURDG�ZLWK�&KLQHVH�SURGXFHG�HTXLSPHQWV
DFFRXQWLQJ�IRU�WKH�EXON�RI�WKH�LQYHVWPHQW�

*LYHQ�WKH�GHOD\V�H[SHULHQFHG�E\�WKH�SURMHFW�DQG�JLYHQ�WKH�VHYHUDO�XQFHUWDLQWLHV
WKDW�WRGD\�VHHP�WR�H[LVW�UHJDUGLQJ�SRVVLEOH�DGHTXDF\�RI�GRPHVWLF�HTXLSPHQW�WKDW��LQ
VRPH�SHRSOHV��RSLQLRQ��FRXOG�KDYH�EHHQ�XVHG�LQVWHDG�RI�VRPH�RI�WKH�HTXLSPHQW
LPSRUWHG�IURP�6ZHGHQ��,�GR�QRW�EHOLHYH�WKDW�RQH�FDQ�VD\�WKDW�WKLV�REMHFWLYH�KDV�EHHQ
DFKLHYHG��$W�OHDVW�QRW�\HW��%HORZ�LV�VXJJHVWHG�WKDW�6LGD�RUJDQL]H�D�VHPLQDU�DV�DQ�RYHUDOO
IROORZ�XS�WR�DOO�RI�WKH�ILYH�'+�SURMHFWV�LQ�&KLQD���3RVVLEO\��D�VXFFHVVIXO�RXWFRPH�RI�VXFK
D�VHPLQDU�FRXOG�JR�VRPH�ZD\V�WRZDUG�FRQWULEXWLQJ�WR�DFKLHYHPHQW�RI�WKLV�REMHFWLYH�

)LQGLQJ��*LYHQ�WKH�GHOD\V�H[SHULHQFHG�E\�WKH�SURMHFW��DQG�EHFDXVH�RI
WKH�XQFHUWDLQWLHV�WKDW�H[LVW�LQ�SHRSOHV��PLQGV�Z�U�W��LPSRUWLQJ
HTXLSPHQW�RI��LQVWHDG�RI�EX\LQJ�VRPH�RI�LW�PXFK�FKHDSHU�GRPHVWLFDOO\�
LW�LV�QRW�SRVVLEOH�WR�VD\�WKDW�WKH�REMHFWLYH��RI�WKH�SURMHFW�EHFRPLQJ�D
GHPRQVWUDWLRQ�FDVH���KDV�EHHQ�DFKLHYHG��$W�OHDVW�QRW�\HW��'LIIHUHQW�IROORZ�
X�DFWLYLWLHV�RUJDQL]HG�DQG�ILQDQFHG�E\�6LGD�FRXOG�JR�VRPH�ZD\V
WRZDUG�FRQWULEXWLQJ�WR�DFKLHYHPHQW�RI�WKLV�REMHFWLYH�

�����&-87�W�TVSNIGX�TVITEVEXMSR
%,76�V�SURMHFW�GHFLVLRQ�GRFXPHQW�ZDV�RI�YHU\�KLJK�SURIHVVLRQDO�TXDOLW\��7KLV�LV�WUXH�RI
DOO�WKH�ILYH�SURMHFWV��EXW�SHUKDSV�WR�DQ�H[WUD�KLJK�GHJUHH�LQ�WKH�7DL\XDQ�SURMHFW�

)LQGLQJ��%,76�V�SURMHFW�GHFLVLRQ�GRFXPHQW�ZDV�RI�YHU\�KLJK
SURIHVVLRQDO�TXDOLW\��7KLV�LV�WUXH�RI�DOO�WKH�ILYH�SURMHFWV��EXW
SHUKDSV�WR�DQ�H[WUD�KLJK�GHJUHH�LQ�WKH�7DL\XDQ�SURMHFW�

6LGD�GHFLGHG�WR�FRRUGLQDWH�DQG�FRRSHUDWH�ZLWK�)LQQLGD��LQ�SURGXFLQJ�WKH�DSSUDLVDO�RI�WKH
SURMHFW��7KLV�ZDV�SUREDEO\�ZLVH�VR�DV�WR�DYRLG�GRXEOH�ZRUN��:KDW�LV�VXUSULVLQJ�KRZHYHU
LV�WKDW�QRQH�RI�WKH�UHSRUWV��QHLWKHU�WKH�)LQQLVK�QRU�WKH�6ZHGLVK�RQH��PHQWLRQV�RQH�ZRUG
DERXW�WKLV�FRRSHUDWLRQ��PDNLQJ�WKH�XQLQIRUPHG�UHDGHU�FRQIXVHG�ZKHQ�KH�ILQGV�WZR
HQWLUHO\�GLIIHUHQW�UHSRUWV�ZLWK�ODUJHO\�WKH�VDPH�FRQWHQW�ZRUG�IRU�ZRUG�ZLWKRXW�WKLV�IDFW
EHLQJ�DFNQRZOHGJHG�

%,76�SOD\HG�DQ�DFWLYH�UROH�LQ�WU\LQJ�WR�LQIOXHQFH�WKH�HQG�XVHU�WR�LQFOXGH�KRW�WDS�ZDWHU
SURYLVLRQ�LQ�WKH�'+�V\VWHP��WR�QR�DYDLO�KRZHYHU�
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,W�DOVR�JDYH�VSHFLILF�UHFRPPHQGDWLRQV�UHJDUGLQJ�DGGLWLRQDO�HTXLSPHQW�ZKLFK�LQ�LWV
RSLQLRQ�VKRXOG�DOVR�EH�LPSRUWHG�IURP�6ZHGHQ�LQ�RUGHU�WR�LPSURYH�WKH�WHFKQLFDO�VROXWLRQ
RI�WKH�SURMHFW��(YHQ�WKRXJK�WKHVH�UHFRPPHQGDWLRQV�LPSOLHG�DQ�LQFUHDVHG�VFRSH�RI
6ZHGLVK�H[SRUWV��WKH\�ZHUH�FOHDUO\�EDVHG�RQ�WHFKQLFDO�DUJXPHQWV�DQG��WKHUH�LV�QR�EDVLV
ZKDWVRHYHU�IRU�VXVSHFWLQJ�WKDW�%,76�PRWLYH�LQ�PDNLQJ�UHFRPPHQGDWLRQV�ZDV�LQIOXHQFHG
E\�D�ZLVK�WR�LQFUHDVH�6ZHGLVK�H[SRUWV�

$OWKRXJK�VRPH�RI�WKH�%,76�UHFRPPHQGDWLRQV�ZHUH�KHHGHG�E\�WKH�HQG�XVHU�RWKHUV�ZHUH
QRW��,Q�WKH�ODWWHU�FDWHJRU\�EHORQJ�IRU�LQVWDQFH�%,76�VXJJHVWLRQ�WKDW�WKH�VFRSH�RI�WUDLQLQJ
DQG�DOVR�RI�SUHYHQWLYH�PDLQWHQDQFH�EH�LQFUHDVHG�LQ�WKH�SURMHFW�

)LQGLQJ���%,76�SOD\HG�DQ�DFWLYH�DQG�G\QDPLF�UROH�LQ�WU\LQJ�WR
DVVLVW�WKH�HQG�XVHU�WR�LPSURYH�WKH�SURMHFWV��ERWK�IURP�D
WHFKQRORJLFDO��DQG�HFRQRPLF�SRLQW�RI�YLHZ��VRPHWLPHV�ZLWK�D
SRVLWLYH�UHVXOW��VRPHWLPHV�QRW�

�����6ITSVXMRK�VIUYMVIQIRX
$FFRUGLQJ�WR�WKH�DJUHHPHQW�ERWK�WKH�VXSSOLHU�3RZHUSLSH�DQG�WKH�HQG�XVHU��ZHUH�REOLJHG
WR��VHSDUDWHO\��SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW��QR�ODWHU�WKDQ�VL[�PRQWKV�DIWHU
FRPPLVVLRQLQJ��1RQH�RI�WKH�SDUWLHV�KDYH�FRPSOLHG�ZLWK�WKLV�UXOH�DQG�VKRXOG�EH�FULWLFL]HG
IRU�WKDW�

)LQGLQJ��1RQH�RI�WKH�SDUWLHV�KDYH�FRPSOLHG�ZLWK�WKH
UHTXLUHPHQW�WR�SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW��QR�ODWHU
WKDQ�VL[�PRQWKV�DIWHU�FRPPLVVLRQLQJ���DQG�VKRXOG�EH�FULWLFL]HG
IRU�WKDW�
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:����(-786-'8�,)%8-2+�-2�7,-.-%>,9%2+

����8LI�4VSNIGX

7KH�SURMHFW�LQ�6KLMLD]KXDQJ�FRQVLVWV�RI
��FRQVWUXFWLRQ�RI�D�QHZ�FRDO�ILUHG�KHDW�SURGXFWLRQ�SODQW��DQG
��FRQVWUXFWLRQ�RI�GLVWULFW�KHDWLQJ�QHWZRUN�DQG�VXEVWDWLRQV�IRU�FRQQHFWLRQ�RI�KHDW

VXSSO\�WR�����PLOOLRQ�VTP�EXLOGLQJ�DUHD�ZLWKLQ�WKH�:DQOLPLDR��GRZQWRZQ�GLVWULFW��QHZ
GHYHORSPHQW�DUHD�
7KH�WRWDO�LQYHVWPHQW�LV�DERXW����050%�RI�ZKLFK����DUH�IRU�LPSRUWV�

7KH�SURMHFW�ZDV�SULPDULO\�LQLWLDWHG�DQG�MXVWLILHG�IRU�HQYLURQPHQWDO��DQG�IRU��HQHUJ\
FRQVHUYDWLRQ�PRWLYHV�

7KH�FLW\�RI�6KLMLD]KXDQJ�LV�FDSLWDO�RI�WKH�+HEHL�SURYLQFH�ULFK�LQ�WH[WLOH��PHFKDQLFDO�DQG
FKHPLFDO�LQGXVWU\��DQG�KDV�D�SRSXODWLRQ�RI�����PLOOLRQ�LQKDELWDQWV�

%HIRUH�WKH�SURMHFW�RQO\�VRPH�������RU�����PLOOLRQ�VTP��RI�WKH�FLW\�V�EXLOGLQJ�DUHD
ZDV�FRQQHFWHG�WR�GLVWULFW�KHDWLQJ��/LNH�LQ�PRVW�RWKHU�&KLQHVH�FLWLHV�DW�OHDVW�WZR�WKLUGV�RI
DOO�KRXVHKROGV�XVH�WKHLU�RZQ�VPDOO�KRXVHKROG�VWRYHV�IRU�KHDWLQJ�DV�ZHOO�DV�IRU�FRRNLQJ�

7KH�6KLMLD]KXDQJ�7KHUPDO�*DV�&RPSDQ\��IRXQGHG�LQ�������KDV�WRGD\�DERXW������
HPSOR\HHV�DQG�RSHUDWHV�D�WRWDO�RI���GLIIHUHQW�HQHUJ\�SURGXFWLRQ�SODQWV��,Q�DGGLWLRQ�WR
KHDWLQJ�LW�DOVR�GHOLYHUV�HOHFWULFLW\�DQG�JDV�WR�LWV�FXVWRPHUV��7KH�FXUUHQW�RIILFLDO�QDPH�RI
WKH�JURXS�LV�6KLMLD]KXDQJ�7KHUPDO�(OHFWULF�DQG�*DV�(QWHUSULVHV�*URXS�&RPSDQ\��DQG�LW�KDV���
EUDQFKHV��DPRQJ�WKHP�7KHUPDO�3RZHU�3ODQW���WKURXJK����+HDWLQJ�6XSSO\�&RPSDQ\
HWF��7KH�JURXS�KDV�RZQV�DQG�RSHUDWHV�IRXU�FR�JHQHUDWLRQ��SODQWV��RQH��KHDWLQJ�SODQW��
7KH�:DQOLPLDR�+HDW�6RXUFH�)DFWRU\���WKH�RQH�VXSSRUWHG�E\�6ZHGHQ��DQG���GLVWULFWV�VWDWLRQV
HDFK�ZLWK���WR���ERLOHUV�RI�WKHLU�RZQ��7KHUH�DUH�SUHVHQWO\�����SHUVRQV�ZRUNLQJ�LQ�WKH
:DQOLPLDR�SRZHU�SODQW�

7KH�FRPSDQ\�DOVR�KDV
��D�SODQW�WKDW�FUDFNV�FRDO�DQG�SURGXFHV�DQG�GLVWULEXWHV�JDV�WR�FRQVXPHUV��"�
��D�FRQVWUXFWLRQ�FRPSDQ\
��DQ�LQVWDOODWLRQ�FRPSDQ\��DQG
��D�GHVLJQ�LQVWLWXWH

7KH�VXSSO\�RI�GLVWULFW�KHDWLQJ�VWDUWHG�LQ������DQG�RI�WKH�����PLOOLRQ�VTP�EXLOW�VR
IDU�����LV�WR�UHVLGHQWLDO�KRXVLQJ�DQG�WKH�UHVW�WR�LQGXVWULDO��FRPPHUFLDO�DQG�SXEOLF
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EXLOGLQJV��$W�WKH�RXWVHW�RI�WKH�SURMHFW�WKHUH�DUH�VWLOO�VRPH������VWDFNV�IURP�FRDO�ILUHG
ERLOHUV�DV�ZHOO�DV�VRPH���������LQGLYLGXDO�VWRYHV��DOVR�FRDO�ILUHG�

'LVWULFW�KHDWLQJ�LV�WRGD\�VXSSOLHG�IURP���FRJHQHUDWLRQ�SODQWV�

7KH�����PLOOLRQ�VTP�RI�EXLOGLQJ�DUHD�WR�EH�FRQVWUXFWHG�DQG�VXSSOLHG�WKURXJK�WKH�SUHVHQW
SURMHFW�FRUUHVSRQGV�WR�D�WRWDO�KHDWLQJ�GHPDQG�RI����0:�DQG�D�FRROLQJ�GHPDQG�RI��[
0:� 7KH�GLVWULEXWLRQ�QHWZRUN�ZLOO�FRQVLVW�RI����VXEVWDWLRQV��DQG�HDFK�VXEVWDWLRQ�ZLOO
EH�HTXLSSHG�ZLWK�KHDW�H[FKDQJHUV��FLUFXODWLQJ�DQG�SUHVVXUH�KROGLQJ�SXPSV�IRU�WKH
VHFRQGDU\�V\VWHP��PHWHU�YDOYHV�DQG�FRQWURO�HTXLSPHQW�

7KH�SLSHV�ZLOO�EH�SUHIDEULFDWHG�SUHLQVXODWHG�SLSHV�FRQVLVWLQJ�RI�WKUHH�FRPSRQHQWV��D
VWHHO�FDUULHU�SLSH��SRO\XUHWKDQH�IRDP�LQVXODWLRQ��DQG�D�KLJK�GHQVLW\�SRO\HWK\OHQH�3(+
MDFNHW��7KH�SLSLQJ�V\VWHP�ZLOO�DOVR�EH�HTXLSSHG�ZLWK�D�OHDN�GHWHFWLRQ�V\VWHP��7KH�WRWDO
OHQJWK�RI��SLSLQJ�LQ�WKH�SURMHFW�LV�������P�DQG�GLPHQVLRQV�YDU\�IURP�����WR�����PP�

7KH�FRVW�VWUXFWXUH�RI�WKH�ZKROH�SURMHFW�FDQ�EH�VHHQ�IURP�WKH�IROORZLQJ�WDEOH�

7DEOH�����%HDNGRZQ�RI�SURMHFW�FRVW
0LOOLRQ�50%

%RLOHU�SODQW��EXLOGLQJV�DQG�SXEOLF�ZRUNV ��
%RLOHU�SODQW��HTXLSPHQW�DQG�LQVWDOODWLRQ ��
���+HDW�H[FKDQJH�VWDWLRQV��VXE�VWDWLRQV� ��
7KHUPDO�QHWZRUN ��
2WKHU�DQG�FRQWLQJHQF\ ��
/DQG ��
7RWDO ���

7KH�EUHDNGRZQ�EHWZHHQ�ORFDO�DQG�IRUHLJQ�FRVWV�LV�VHHQ�LQ�WKH�IROORZLQJ�WDEOH�

7DEOH�����'LVWULEXWLRQ�RI�GRPHVWLF�DQG�IRUHLJQ�FRVWV���PLOOLRQ�50%
'RPHVWLF )RUHLJQ

+HDWLQJ�VWDWLRQ �� ��
1HWZRUN � ��
([FKDQJH�VWDWLRQV ��� ��
2WKHU �� ���
7RWDO �� ��

7KH�ILQDQFLQJ�RI�WKH�WRWDO�SURMHFW�LV�WKH�IROORZLQJ�
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7DEOH�����6RXUFHV�RI�ILQDQFLQJ
0LOOLRQ�50%

&RQQHFWLRQ�IHHV ��
%DQN�ORDQ ��
%,76�FRQFHVVLRQDU\�FUHGLW ��

7KH�%DQN�ORDQ�LV�RI����\HDUV�PDWXULW\�DIWHU�FRPPLVVLRQLQJ�DQG�DW������LQWHUHVW�

$FFRUGLQJ�WR�WKH�FRQWUDFW�ZKLFK�IRUPHG�WKH�EDVLV�IRU�%,76���GHFLVLRQ�WR�ILQDQFH�WKLV
SURMHFW�WKH�LPSRUWV�IURP�6ZHGHQ�ZRXOG�EH�DV�LQ�WKH�IROORZLQJ�WDEOH�

7DEOH�����,PSRUWV�IURP�6ZHGHQ�XQGHU�%,76��FRQFHVVLRQDU\�ORDQ
�0LOOLRQ�6(.

3UHLQVXODWHG�SLSH�V\VWHP ��
+HDW�H[FKDQJHUV �
&LUFXODWLRQ�SXPSV �
&RPSHQVDWRUV �
2WKHU�DQG�VSDUH�SDUWV ���
7UDQVSRUW�DQG�SDFNLQJ ���
7UDLQLQJ�DQG�VXSHUYLVLRQ ���
7RWDO ��

+RZHYHU��GXULQJ�WKH�WLPH�RI�P\�YLVLW�WR�WKH�ERLOHU�SODQW�DV�ZHOO�DV�RWKHU�SURMHFW�VLWHV��,
GLVFRYHUHG�WKDW�WKHUH�LV�QR�6ZHGLVK�HTXLSPHQW�ZKDWVRHYHU��QHLWKHU�KHDW�H[FKDQJHUV�
SXPSV�QRU�DQ\WKLQJ�HOVH��LQ�DQ\�RI�WKH�VXEVWDWLRQV�OLNH�LW�LV�VDLG�LQ�%,76�V�GHFLVLRQ
PHPRUDQGXP��1RU�DUH�WKHUH�DQ\�LQVXODWHG�SLSHV�RU�D�IRDP�PDNLQJ�PDFKLQH��1RU�DUH
WKHUH�DQ\�SLSHV��YDOYHV�RU�SXPSV��LQ�WKH�GLVWULEXWLRQ�QHW��$OO�RI�WKHVH�WKLQJV�DUH�IURP
&KLQD��

$V�LW�WXUQV�RXW��DIWHU�WKH�%,76�GHFLVLRQ�WR�JUDQW�ILQDQFLQJ�ZDV�WDNHQ��WKH�SDUWLHV�DJUHHG
WR�FKDQJH�WKH�FRQWHQWV�RI�WKH�LPSRUW�RUGHU�RI�D�PDJQLWXGH�RI�DSS�������RI�WKH�WRWDO
RUGHU��7KH�UHDVRQ�ZDV�D�JHQHUDO��ODFN�RI�IXQGV�ZKLFK�SURPSWHG�WKH�FRPSDQ\�WR�ORRN�IRU
D�&KLQHVH�ILUP��DQG�WKH\�IRXQG�D�ORFDO�MRLQW�YHQWXUH�SURGXFWLRQ�ZLWK�$OID�/DYDO��WKDW
FRXOG�VXSSO\�VRPH�RI�WKH�GLVWULEXWLRQ�QHWZRUN�HTXLSPHQW�LQFOXGLQJ�VRPH�KHDW
H[FKDQJHUV�
7KLV�ZDV�DFFHSWHG�E\�%,76�RQ�FRQGLWLRQ�WKDW�WKH�TXDOLW\�RI�WKH�SURMHFW�ZRXOG�QRW�EH
UHGXFHG�EHFDXVH�RI�WKH�FKDQJH��6WUDQJHO\�HQRXJK�WKHUH�LV�QR�GRFXPHQWDWLRQ�DW�DOO�RI�WKLV
GUDPDWLF�FKDQJH�R�FRQWUDFW�LQ�WKH�6LGD�RU�%,76�ILOH��H[FHSW�IRU�D�VKRUW�OHWWHU�ZKHUH�6LGD
DFFHSW�WKH�FKDQJH�

)LQGLQJ��$IWHU�WKH�%,76�GHFLVLRQ�WR�JUDQW�ILQDQFLQJ�ZDV�WDNHQ��WKH
SDUWLHV�DJUHHG�WR�FKDQJH�WKH�FRQWHQWV�RI�WKH�LPSRUW�RUGHU�RI�D
PDJQLWXGH�RI�DSS�������RI�WKH�WRWDO�RUGHU����6WUDQJHO\�HQRXJK�WKHUH
LV�QR�GRFXPHQWDWLRQ�DW�DOO�RI�WKLV�GUDPDWLF�FKDQJH�R�FRQWUDFW�LQ�WKH
6LGD�RU�%,76�ILOH��H[FHSW�IRU�D�VKRUW�OHWWHU�ZKHUH�6LGD�DFFHSW�WKH
FKDQJH�
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,Q�WKH�HQG��WKH�HTXLSPHQW�DFWXDOO\�LPSRUWHG�IURP�6ZHGHQ�ZDV�PDLQO\�WKH�IROORZLQJ�
���7KH�ZKROH�ZDWHU�WUHDWPHQW�V\VWHP
���%ORZLQJ�PDFKLQH�DQG�GUDXJKW�IDQ
���7KH�ZKROH�FRDO�WUDQVSRUW�V\VWHP
���3XPS
���/RZ�SUHVVXUH�GLVWULEXWLRQ�V\VWHP
���%RLOHU�FRQWURO�V\VWHP

:KLOH���DFFRUGLQJ�WR�WKH�%,76�GHFLVLRQ�PHPRUDQGXP�WKH�6ZHGLVK�GHOLYHU\�ZDV�WR
FRQVLVW�RI�HTXLSPHQW�IRU�WKH�FHQWUDO�VWDWLRQ��IRU�WKH�VXEVWDWLRQV�DQG�IRU�WKH�GLVWULEXWLRQ
QHWZRUN��LQ�DFWXDO�IDFW�WKH�6ZHGLVK�GHOLYHU\�ZDV�WKXV�HQWLUHO\�FRQFHQWUDWHG�WR
HTXLSPHQW��QHHGHG�IRU�WKH�H[SDQGHG�ERLOHU�SODQW��LQFOXGLQJ�D�FRPSXWHUL]HG�FRQWURO
V\VWHP

6RPH�RI�WKH�HTXLSPHQW�GHOLYHUHG�E\�WKH�6ZHGLVK�FRQWUDFWRU�ZDV�DFWXDOO\�SURGXFHG�LQ
&KLQD���DERXW������RI�WKH�WRWDO���QDPHO\�FRDO�UHILQHU��FRDO�FUDQH��DQG�HOHFWULFDO�ILOWHUV�
ZKLOH�WKH�UHVW�FDPH�IURP�6ZHGHQ�

7KH�&KLQHVH�LPSRUWHU�LV�&KLQD�1DWLRQDO�0DFKLQHU\�,PSRUW�DQG�([SRUW�&RUSRUDWLRQ�

7KH�WHFKQLFDO�DSSUDLVDO�RI�WKH�SURMHFW�FDUULHG�RXW�E\�%,76�IRXQG�WKH�SURMHFW��ERWK�IURP
D�WHFKQLFDO�DQG�HQYLURQPHQWDO�SRLQW�RI�YLHZ��WR�EH�µZHOO�SODQQHG�DQG�RI�JRRG
WHFKQRORJ\µ��7KH\�SRLQWHG�RXW�WKH�DGYDQWDJHV�RI�WKH�HTXLSPHQW�FKRVHQ�EHLQJ�ZHOO
NQRZQ��DQG�WKDW�WKH�FRPSDQ\�KDV�LWV�RZQ�GHVLJQ�DV�ZHOO�DV�FRQVWUXFWLRQ�GHSDUWPHQW
ZKR�ZRXOG�EH�UHVSRQVLEOH�IRU�WKH�UHVSHFWLYH�DFWLYLWLHV�

7KH�DSSUDLVDO��KRZHYHU��DOVR�SRLQWHG�RXW�WKDW�WKH�FRQWUDFW�KDG�QR�SURYLVLRQV�IRU
VSDUH�SDUWV�

7KH�DPRXQW�RI�WUDLQLQJ�FRQVLVWLQJ�RI�D�FRXUVH�IRU����SHUVRQV�GXULQJ�WZR�ZHHNV�LQ
6ZHGHQ��DQG�RWKHU�WUDLQLQJ��VXSHUYLVLRQ�DQG�GLVFXVVLRQV�DPRXQWLQJ�WR�D�WRWDO�RI����PDQ�
ZHHNV��ZDV�MXGJHG�E\�WKH�DSSUDLVDO�WR�EH�VDWLVIDFWRU\�

����+SEP�LMIVEVGL]�ERH�PSKMGEP�JVEQI[SVO
7KH�LQIRUPDWLRQ�RQ�LQSXWV�DQG�DFWLYLWLHV�DV�ZHOO�DV�WKH�SURMHFW�V�H[SHFWHG�RXWSXWV��HIIHFWV
DQG�LPSDFWV�FDQ�EH�RUJDQL]HG�LQ�WKH�IROORZLQJ�RXWOLQH�RI�D�ORJLFDO�IUDPHZRUN�VFKHGXOH�
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7DEOH�����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�6KLMLD]KXDQJ�'LVWULFW�+HDWLQJ�SURMHFW
7$5*(76��$1'�2%-(&7,9(6��$7��',))(5(17
/(9(/6

$668037,216
0$'(�
5(675,&7,216

&ULWHULD�IRU
PHDVXUHPHQW�
LQGLFDWRUV

$FKLHYHG

,13876���(TXLSPHQW�LPSRUWHG�IURP�6ZHGHQ
��7ZR�6RIW�ZDWHU�WDQNV
��2QH�$FLG�WDQN
��6L[�1LWURJHQ�WDQNV
��)RXU�3XPSV
��&RQWURO�URRP���3URJUDPPDEOH�/RJLF�FHQWHU
�3/&�
��)RXU�&RQYH\RU�EHOW�V\VWHPV
��/RZ�YROWDJH�GLVWULEXWLRQ�ZRUNVKRS��$%%�
��(LJKW�5RXJK�ZDWHU�SXPSV�HDFK�ZLWK�D�YDULDEOH
IUHTXHQF\�UHJXODWRU

&UHGLW�LQWHUPHGLDWLRQ�R
%DQN�RI�&KLQD�WR
PDWHULDOL]H

�,QVWDOODWLRQ�VXSHUYLVLRQ��&RPPLVVLRQLQJ
7UDLQLQJ
2WKHU�HTXLSPHQWV��PDWHULDO�DQG�LQSXWV
$FWLYLWLHV
&LYLO�ZRUNV
,QVWDOOLQJ�HTXLSPHQW�IRU
��7KH�ZDWHU�WUHDWPHQW�V\VWHP
��%ORZLQJ�PDFKLQH�DQG�GUDXJKW�IDQ
��7KH�FRDO�WUDQVSRUW�V\VWHP
��/RZ�SUHVVXUH�GLVWULEXWLRQ�V\VWHP
��%RLOHU�FRQWURO�V\VWHP
LQ�WKH�:DQOLPLDR�+HDW�6RXUFH�)DFWRU\
6XSHUYLVLRQ
2XWSXWV
��)XOO\�RSHUDWLRQDO�:DQOLPLDR�+HDW�6RXUFH
)DFWRU\�E\�0D\�����
�����IXQFWLRQLQJ�KHDW��H[FKDQJH�VWDWLRQV�
��7KHUPDO�GLVWULEXWLRQ�QHWZRUN
(IIHFWV
��)XQFWLRQLQJ�GLVWULFW�KHDWLQJ�V\VWHP�E\�0D\������
ZLWK�FRQQHFWHG�DUHD�RI�����PLOOLRQ�VTP
FRUUHVSRQGLQJ�WR�D�WRWDO�KHDWLQJ�GHPDQG�RI����0:
DQG�D�FRROLQJ�GHPDQG�RI��[�0:
��1HW�VDYLQJV�RI�;�WRQV�RI�FRDO�DQQXDOO\
��5HGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�62���&2��
SDUWLFXODWHV
��5HGXFHG�WUDQVSRUWDWLRQ�QHHGV�RI�FRDO
��(QKDQFHG�3URORQJHG�WHFKQLFDO�OLIHWLPH�RI�'+�V\VWHP
��+LJKHU�DYDLODELOLW\�RI�KHDWLQJ�IDFLOLW\
��)LQDQFLDOO\�VXVWDLQDEOH�RSHUDWLRQ�E\�'+�FRPSDQ\
,PSDFWV
��,PSURYHG�KHDOWK�RI�FLW\�V�LQKDELWDQWV
��(FRQRPLF�VDYLQJV�IRU�WD[�SD\HUV
��PRUH�FRPIRUWDEOH�OLYLQJ�IRU�FLW\�V�LQKDELWDQWV
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7KH�FDXVDO�OLQNV��EHWZHHQ�WKH�YDULRXV�IDFWRUV�RI�WKH�ORJLFDO�IUDPHZRUN�WDEOH�FDQ�EH�VKRZQ
LQ�D�JRDO�KLHUDUFK\�PRGHO�OLNH�LQ�ILJXUH���RQ�WKH�QH[W�SDJH�

)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�6KLMLD]KXDQJ�'LVWULFW�+HDWLQJ�SURMHFW

,13876 $&7,9,7,(6 2873876 ())(&76 ,03$&76

- Two Soft water
tanks
- One Acid tank
- Six Nitrogen tanks
- Four Pumps
- Control room:
 Programmable
Logic center  (PLC)
- Four Conveyor
belt systems
- Low voltage distri-
bution workshop
 (ABB)
- Eight Rough water
pumps each with a
variable frequency

Domestically
produced
equipment

Installation
supervision;
Commissioning

Civil works

Closure
of many
smaller
inefficient
boilers

Dramatically
reduced
emissions of
- particulates
- coal dioxide
- sulfur dioxide
- natrium
oxides

Net savings
of Y
tons of coal
annually

Reduced
transport-
ation needs
of coal

Enhanced
technology
and
prolonged
lifetime of
DH-system

City real
estate
freed by
evacuated
boilers

Achieve financial
and economic
profitability

Transfer of knowledge
regarding DH-technology

Improved
health
of city´s
inhabitants

Economic
savings for
tax-payers

More
comfortable
living for
city´s
inhabitants

Demonstration
effect
regarding
District
Heating
Technology
visavis other
Chinese cities

Training

Installing equip-
ment for
- The water
 treatment system
- Blowing machine
 and draught fan
- The coal trans-
port system
- Low pressure
distribution
system
- Boiler control
system
in the Wanlimiao
Heat Source
F t

Fully
operational
Wanlimiao
Heat Source
Factory by
May 1996

12
functioning
heat
exchange
stations

Thermal
distribution
network

Functioning district heating
system by May 1996, with
connected area of 1,1 million
sqm corresponding to a total
heating demand of 77 MW and a
cooling demand of  x MW
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����2IKSXMEXMSRW��4VSGYVIQIRX

7KH�FRQWUDFW�ZDV�DZDUGHG��LQ�FRPSHWLWLRQ�ZLWK��WZR�RWKHU�6ZHGLVK�FRPSDQLHV��WR�WKH
c)�JURXS��IRXQGHG�LQ������DQG�WRGD\�RQH�RI�(XURSH�V�ODUJHVW�FRPSDQLHV�LQ�WHFKQLFDO
FRQVXOWLQJ��HPSOR\LQJ�RYHU������HQJLQHHUV�

7KH�FOLHQW�KHOG�WHFKQLFDO�GLVFXVVLRQV�ZLWK�IRXU�6ZHGLVK�FRPSDQLHV���$OID�/DYDO��$%%�
3RZHUSLSH�DQG�c)���DQG�WKH�WHQGHULQJ�SURFHGXUH�ZDV�FDUULHG�RXW�LQ�IRXU�VWDJHV��,Q�WKH�ILUVW
RIIHUV�ZHUH�UHFHLYHG�IURP�DOO�IRXU�FRQWHQGHUV��EXW�LQ�WKH�VHFRQG�DQG�WKLUG�URXQGV�$%%
DQG�$OID�/DYDO�ZLWKGUHZ�IURP�FRPSHWLWLRQ��DQG�WKH�ILQDO�VWDJH�ZDV�D�FRPSHWLWLRQ
EHWZHHQ�c)�DQG�3RZHUSLSH�
7KH�UHDVRQ�JLYHQ�E\�WKH�FOLHQW�IRU�GHFLGLQJ�LQ�IDYRU�RI�c)�ZHUH
��LWV�SULFH�ZDV�RYHU���PLOOLRQ�FKHDSHU
��c)��V�TXRWHG�SULFH�ZDV�&,)�ZKLOH�3RZHUSLSH�V�ZDV�H[�ZRUNV
��WKH�HTXLSPHQW�RIIHUHG�E\�c)�ZDV�DOO�IURP�6ZHGLVK�µIDPRXV�PDQXIDFWXUHVµ
��WKH�ORFDO�DJHQW�XVHG�E\�c)�KDG�D�YHU\�JRRG�UHSXWDWLRQ�IRU�HIILFLHQW�DQG�JHQHURXV

DIWHU�VDOHV�VHUYLFH�

6XE�FRQWUDFWRUV�XVHG�E\�c)�LQ�WKLV�SURMHFW�DUH�$%%�)ODN��$OID�/DYDO��$%%�)MlUUYlUPH�
6$77�&RQWURO�DQG�gGHVK|JYHUNHQ�

$Q�DGYDQWDJH�ZLWK�c)��SRLQWHG�RXW�E\�WKH�FOLHQW��ZDV�WKDW�WKH�FRPSDQ\�KDV�QR
SURGXFWLRQ�RI�LWV�RZQ��DQG�WKHUHIRUH�SUHVXPDEO\�ZRXOG�KDYH�JUHDWHU�IUHHGRP�LQ
FKRRVLQJ�HTXLSPHQW�IURP�YDULRXV�GLIIHUHQW�SURGXFHUV�DFFRUGLQJ�WR�ZKDW�LV�EHVW�VXLWHG
WHFKQLFDOO\�DQG�ZKLFK�SULFH�LV�WKH�EHVW�

$�OHWWHU�VHQW�E\�%,76�WR�WKH�FOLHQW�FDXVHG�DQ�PLVXQGHUVWDQGLQJ�WR�WKH�HIIHFW�WKDW�%,76
ZDV�E\�VRPH�LQWHUSUHWHG�WR�VXSSRUW�RQO\�RQH�W\SH�RI�ERLOHU��WKH��&)%���µ)OXLGL]HG�%HG
%RLOHUµ����7KLV�FDXVHG�RQH�RI�WKH�6ZHGLVK�ELGGHUV��3RZHUSLSH��WR�FODLP�WKDW�LWV�SURGXFW
ZRXOG�LQ�HIIHFW�EH�H[FOXGHG�IURP�FRQWHQWLRQ�DQG�WKHUHIRUH�UHTXHVWHG�WKDW�%,76�UHWUDFW
RQ�LWV�OHWWHU��%,76�KRZHYHU�GHQLHG�DQ\�LPSURSHU�HQGRUVHPHQW�DQG�FODLPHG�LWV�ULJKW�WR
H[SUHVV�LWV�YLHZV�RQ�ZKDW�LV�DQ�DGYDQWDJHRXV�FKRLFH�RI�WHFKQRORJ\�

����-QTPIQIRXEXMSR

'HOD\
7KHUH�ZDV�D�GHOD\�RI�DERXW�����PRQWKV�LQ�WKH�ILQDO�GHVLJQ�RI�WKH�SURMHFW��VHH�SDJH����RI
$SSUDLVDO�UHSRUW���7KLV�GHOD\�WKDW�FDUULHG�RQ�WKURXJK�DOO�WKH�VWDJHV�RI�WKH�SURMHFW�
/DWHU�WKHUH�ZDV�DOVR�D�GHOD\�LQ�WKH�FLYLO�ZRUNV�RI�WKH�SURMHFW�
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7KH�SDFH�RI�LPSOHPHQWDWLRQ�RI�WKH�SURMHFW�FDQ�EH�VHHQ�LQ�WKH�IROORZLQJ�WDEOH
ZKHUH�WKH��RULJLQDO�WLPH�WDEOH�LV�FRPSDUHG�WR�WKH�DFWXDO�

7DEOH�����7LPH�WDEOH�RI�SURMHFW�LPSOHPHQWDWLRQ��3ODQQHG�YHUVXV�DFWXDO
3ODQQHG $FWXDO

)LQDO�GHVLJQ� $SULO����� $XJXVW�����
3XUFKDVH�RI�HTXLSPHQW )HE��0D\����� -DQXDU\�����
&RQVWUXFWLRQ 0D\�'HF����� 0DUFK�2FW�����
7ULDO�RSHUDWLRQ )HE����� ���2FW�����
,Q�RSHUDWLRQ 0D\����� ���1RY�����

,Q�LWV�FRPSOHWLRQ�UHSRUW�WKH�FRPSDQ\�VWDWHV�WKDW�WKH�6ZHGLVK�VXSSOLHU�FRPSOHWHG�WKH
SURMHFW�WR�IXOO�VDWLVIDFWLRQ�DQG�LQ�D�SURIHVVLRQDO�PDQQHU�

0RVW�RI�WKH�DERYH�HTXLSPHQW�KDV�EHHQ�SXW�LQWR�RSHUDWLRQ�RQ�VFKHGXOH�DQG�WKH
SHUIRUPDQFH�EDVLFDOO\�PHHW�WKH�VSHFLILHG�UHTXLUHPHQWV��+RZHYHU�ZLWK�WKH�IROORZLQJ
H[FHSWLRQV�
��WKH�LJQLWLRQ�RLO�SXPS�DQG�WKH�RLO�UHPRYLQJ�SXPS��%HFDXVH�WKH�LJQLWLRQ�V\VWHP�RI�WKH

SODQW�ZDV�FKDQJHG�WR�XVH�FKDUFRDO�LQVWHDG�RI�RLO�WKH�WZR�W\SH�RLO�SXPSV�EHFDPH�XVHOHVV
DQG�KDYH�FRQVHTXHQWO\�QHYHU�EHHQ�XVHG�
��WKH�ERLOHU�FRQWURO�V\VWHP�KDV�QRW�EHHQ�SXW��WR�XVH��EHFDXVH�WKHUH�LV�D�GLIIHUHQFH

EHWZHHQ�WKH�GHVLJQ�RI�WKH�V\VWHP�DQG�WKH�DFWXDO�RSHUDWLRQ��7HVW�UXQV�IDLOHG�DQG�WKH
FRPSXWHU�V\VWHP�KDV�WKHUHIRUH�QHYHU�EHHQ�XVHG�

6R�IDU���EHFDXVH�RI�WKH�SURMHFW�RYHU����FKLPQH\V�DQG����VPDOOHU�ERLOHUV�KDYH�EHHQ�VKXW
GRZQ��WKLV�LV�VXEVWDQWLDOO\�ORZHU�WKDQ�WDUJHW��EXW�LW�ZLOO�JURZ�DV�WKH�FRPSDQ\�GHYHORSV�LWV
FXVWRPHUV�IRU�WKH�VXPPHU�VHDVRQ�

)LQGLQJ��WKH�FRPSDQ\�VWDWHV�WKDW�WKH�6ZHGLVK�VXSSOLHU�FRPSOHWHG�WKH�SURMHFW
WR�IXOO�VDWLVIDFWLRQ��0RVW�RI�WKH�HTXLSPHQW�KDV�EHHQ�SXW�LQWR�RSHUDWLRQ�RQ
VFKHGXOH�DQG�WKH�SHUIRUPDQFH�EDVLFDOO\�PHHW�WKH�VSHFLILHG�UHTXLUHPHQWV�
+RZHYHU�ZLWK�WKH�IROORZLQJ�H[FHSWLRQV�
��WKH�LJQLWLRQ�RLO�SXPS�DQG�WKH�RLO�UHPRYLQJ�SXPS��%HFDXVH�WKH�LJQLWLRQ
V\VWHP�RI�WKH�SODQW�ZDV�FKDQJHG�WR�XVH�FKDUFRDO�LQVWHDG�RI�RLO�WKH�WZR�W\SH�RLO
SXPSV�EHFDPH�XVHOHVV�DQG�KDYH�FRQVHTXHQWO\�QHYHU�EHHQ�XVHG�
��WKH�ERLOHU�FRQWURO�V\VWHP�KDV�QRW�EHHQ�SXW��WR�XVH��EHFDXVH�WKHUH�LV�D
GLIIHUHQFH�EHWZHHQ�WKH�GHVLJQ�RI�WKH�V\VWHP�DQG�WKH�DFWXDO�RSHUDWLRQ��7HVW
UXQV�IDLOHG�DQG�WKH�FRPSXWHU�V\VWHP�KDV�WKHUHIRUH�QHYHU�EHHQ�XVHG�

7KH�UHDVRQV�JLYHQ�E\�WKH�FRPSDQ\�IRU�WKH�����PRQWKV�GHOD\�LQ�WKH�ILQDO�GHVLJQ�RI�WKH
SURMHFW�DUH�WKH�IROORZLQJ�IDFWRUV�
��7KH�SURMHFW�KDG�FKRVHQ�&)%�ERLOHUV�DQG�WKDW�ZDV�WKH�RQO\�WLPH�WKDW�ZH�KDG�XVHG

WKHP�VR�ZH�ZHUH�QRW�IDPLOLDU�ZLWK�WKDW�WHFKQLTXH�
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��,W�WRRN�D�ORQJ�WLPH�WR�HYDFXDWH�DQG�HYLFW�WKH�SHRSOH�DQG�WHDU�GRZQ�WKH�EXLOGLQJV
ZKLFK�ZHUH�RQ�WKH�VSRW�EHIRUH�WKH�KHDWLQJ�VWDWLRQ��DQG
��,W�WRRN�WLPH�WR�PHHW�ZLWK�c)�LQ�RUGHU�WR�JHW�WKH�VSHFLILFDWLRQV�RI�WKH�6ZHGLVK

HTXLSPHQW

����6IWYPXW�SYXTYXW

9LVLW�WR�WKH�QHZO\�H[SDQGHG�ERLOHU�SODQW���:DQOLPLDR�KHDW�SURGXFWLRQ
IDFWRU\�

7KH�SODQW�LV�LQ�RSHUDWLRQ�IURP�1RYHPEHU������
7KH�ERLOHUV�LQ�WKH�H[SDQGHG�:DQOLPLDR�ERLOHU�SODQW�LQ�RSHUDWLRQ�WRGD\�DUH�
��D����WRQV�SHU�KRXU�FLUFXODWLQJ�IOXLG�EHG�ERLOHU
��D����WRQV�DQ�KRXU�FLUFXODWLRQ�IOXLG�EHG�ERLOHU���DQG
��D����WRQV�SHU�KRXU�FKDLQ�ERLOHU�

7KHVH�DUH�&KLQHVH�ERLOHUV�RI�µ&)%µ�W\SH��ZLWK�VRPH�SQHXPDWLF�YDOYHV�IURP�6ZHGHQ�
ZKLFK�DUH�PRUH�VXLWHG�IRU�FRJHQHUDWLRQ�EHFDXVH�WKH\�FDQQRW�KDQGOH�ELJ�YDULDWLRQV�LQ
ORDG�IDFWRU��$W�SUHVHQW�WKHUH�LV�D�ELJ�VHDVRQDO�FKDQJH��WKHUHIRUH�WKH�ERLOHUV�DUH�QRW
IXQFWLRQLQJ�ZHOO��7KH�FRPSDQ\�QHHGV�WR�GHYHORS��DQG�DWWUDFW�PDQ\�PRUH�FXVWRPHUV�H�J
DLU�FRQGLWLRQHU�XVHUV�LQ�WKH�VXPPHU�WR�PDNH�WKH�ORDG�IDFWRU�PRUH�HYHQ�DQG�WKXV�PDNH
WKH�ERLOHUV��SHUIRUP�EHWWHU��'XULQJ�WKH�VXPPHU�RQO\�RQH�RI�WKH�WKUHH�ERLOHUV�LV�ZRUNLQJ�
,Q�WKH�ZLQWHU�WZR�DUH�ZRUNLQJ�DQG�RQH�LV�VWDQGLQJ�E\�
7KH�FRQWURO�V\VWHP�RI�WKH�ERLOHUV�LV�QRW�IXQFWLRQLQJ�GXH�WR�ODFN�RI�VSDUH�SDUWV�

2WKHU�HTXLSPHQW��OLNH��IDQV���PLGGOH�WDQN��DQG�IRXU�IHHG�ZDWHU�SXPSV��DUH�DOO�IXQFWLRQLQJ�ZHOO�
DQG�ZLWKRXW�DQ\�SUREOHP�VR�IDU�

)LQGLQJ��'XH�WR�WKH�ELJ�VHDVRQDO�FKDQJH�WKH�ERLOHUV�DUH�QRW
IXQFWLRQLQJ�ZHOO��7KH�ORDG�IDFWRU�PXVW�EH�PDGH�PRUH�HYHQ�LQ
RUGHU�IRU�WKH�ERLOHUV�WR�SHUIRUP�EHWWHU���7KH�FRQWURO�V\VWHP�RI
WKH�ERLOHUV�LV�QRW�IXQFWLRQLQJ�GXH�WR�ODFN�RI�VSDUH�SDUWV�

7KH�WRWDO�FRDO�FRQVXPSWLRQ�VR�IDU�RI�WKH�QHZ�KHDWLQJ�SODQW�LV��������WRQV�D�\HDU��7KH
IDFWRU\�DW�SUHVHQW�KDV����FXVWRPHUV�ZLWK�D�WRWDO�KHDW�VXSSO\�DUHD�RI���������VTP��7KH
KLJKHVW�ORDG�LQ�WKH�ZLQWHU�LV����WRQV�SHU�KRXU�DQG�LQ�VXPPHU����WRQV�SHU�KRXU�
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7KH�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ
7KH�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ��FRYHULQJ

��7KH�ZKROH�ZDWHU�WUHDWPHQW�V\VWHP
���%ORZLQJ�PDFKLQH�DQG�GUDXJKW�IDQ
��7KH�ZKROH�FRDO�WUDQVSRUW�V\VWHP
��3XPS
��/RZ�SUHVVXUH�GLVWULEXWLRQ�V\VWHP
��%RLOHU�FRQWURO�V\VWHP

LV��DFFRUGLQJ�WR�WKH�FRPSDQ\���JHQHUDOO\�VSHDNLQJ�VDWLVIDFWRU\��%XW�SDUW�RI�WKH�V\VWHP�KDV
VWLOO�QRW�EHHQ�SXW�LQWR�XVH�

0RVW�RI�WKH�DERYH�HTXLSPHQW�KDV�KRZHYHU�EHHQ�SXW�LQWR�RSHUDWLRQ�RQ�VFKHGXOH�DQG
WKHLU�UHVSHFWLYH�SHUIRUPDQFH�EDVLFDOO\�PHHW�WKH�VSHFLILHG�UHTXLUHPHQWV��%XW�ZLWK�WKH
IROORZLQJ�H[FHSWLRQV�
��WKH�LJQLWLRQ�RLO�SXPS�DQG�WKH�RLO�UHPRYLQJ�SXPS��%HFDXVH�WKH�LJQLWLRQ�V\VWHP�RI�WKH

SODQW�ZDV�FKDQJHG�WR�XVH�FKDUFRDO�LQVWHDG�RI�RLO�WKH�WZR�W\SH�RLO�SXPSV�EHFDPH�XVHOHVV
DQG�KDYH�FRQVHTXHQWO\�QHYHU�EHHQ�XVHG�
��WKH�ERLOHU�FRQWURO�V\VWHP�KDV�QRW�EHHQ�SXW��WR�XVH��EHFDXVH�WKHUH�LV�D�GLIIHUHQFH

EHWZHHQ�WKH�GHVLJQ�RI�WKH�V\VWHP�DQG�WKH�DFWXDO�RSHUDWLRQ��7HVW�UXQV�IDLOHG�DQG�WKH
FRPSXWHU�V\VWHP�KDV�WKHUHIRUH�QHYHU�EHHQ�XVHG�

7KH�FRPSDQ\�LV�DOVR�VDWLVILHG�ZLWK�WKH�WUDLQLQJ�VHUYLFHV�RIIHUHG�E\�WKH�6ZHGLVK
JRYHUQPHQW�

7KH�PDLQ�UHPDLQLQJ�SUREOHPV��DFFRUGLQJ�WR�WKH�FRPSDQ\��DUH�
�ODFN�RI�VSDUH�SDUWV��6RPH�FDQQRW�EH�IRXQG�LQ�&KLQD��2WKHU�SDUWV��DPRQJ�WKHP�VRPH

WKDW�ZHDU�GRZQ�TXLFNO\��DUH�XQNQRZQ�WR�WKH�&KLQHVH��EHFDXVH�QR�GUDZLQJV�ZHUH�PDGH
DYDLODEOH�E\�WKH�6ZHGLVK�VXSSOLHU��2QO\�ZKHQ�WKH�SDUW�EUHDNV�GRZQ�DQG�LV�UHPRYHG�RU
WDNHQ�DSDUW�FDQ�WKH�FRPSDQ\�VHDUFK�WKH�&KLQHVH�PDUNHW�IRU�VLPLODU�SDUWV�RU�RUGHU�QHZ
SDUWV�WR�EH�SURGXFHG�IRU�PHDVXUH�LQ�&KLQD��2QH�H[DPSOH�RI�VXFK�D�SDUW�LV�WKH
PHFKDQLFDO�VHDOLQJ�HOHPHQW�
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)LQGLQJ��0RVW�RI�WKH�LPSRUWHG�HTXLSPHQW�KDV�EHHQ�SXW�LQWR�RSHUDWLRQ�RQ
VFKHGXOH�DQG�WKHLU�SHUIRUPDQFH�EDVLFDOO\�PHHW�WKH�VSHFLILHG�UHTXLUHPHQWV�
DQG�WKH�FRPSDQ\�LV��VDWLVILHG�ZLWK�WKH�WUDLQLQJ�VHUYLFHV�RIIHUHG�E\�6LGD��EXW
SRLQWV�RXW�WKH�IROORZLQJ�SUREOHPV�
��%HFDXVH�WKH�LJQLWLRQ�V\VWHP�RI�WKH�SODQW�ZDV�FKDQJHG�WR�XVH�FKDUFRDO
LQVWHDG�RI�RLO�WKH�WZR�W\SH�RLO�SXPSV�EHFDPH�XVHOHVV�DQG�KDYH�QHYHU�EHHQ
XVHG
���WKH�ERLOHU�FRQWURO�V\VWHP�KDV�QRW�EHHQ�SXW��WR�XVH��EHFDXVH�WKHUH�LV�D
GLIIHUHQFH�EHWZHHQ�WKH�GHVLJQ�RI�WKH�V\VWHP�DQG�WKH�DFWXDO�RSHUDWLRQ��7HVW
UXQV�IDLOHG�DQG�WKH�FRPSXWHU�V\VWHP�KDV�WKHUHIRUH�QHYHU�EHHQ�XVHG�
��ODFN�RI�VSDUH�SDUWV��6RPH�FDQQRW�EH�IRXQG�LQ�&KLQD��2WKHU�SDUWV��DPRQJ
WKHP�VRPH�WKDW�ZHDU�GRZQ�TXLFNO\��DUH�XQNQRZQ�WR�WKH�&KLQHVH��EHFDXVH
QR�GUDZLQJV�ZHUH�PDGH�DYDLODEOH�E\�WKH�6ZHGLVK�VXSSOLHU�

,163(&7,21�2)�7+(��6:(',6+�(48,30(17�

6RIW�ZDWHU�WDQNV
7KH�WZR�VRIW�ZDWHU�WDQNV��IRUPLQJ�SDUW�RI�WKH�ZDWHU�WUHDWPHQW�V\VWHP�DUH�ZRUNLQJ
SHUIHFWO\�ZHOO��7KH\�ZHUH�LQVWDOOHG�ZLWK�DVVLVWDQFH�IURP�6ZHGLVK�H[SHUW���6R�IDU�QR
SUREOHPV�KDYH�DULVHQ�
7KH�HQJLQHHU�RQ�GXW\�FRXOG�QRW�VD\�ZK\�WKHVH�ZHUH�LPSRUWHG�IURP�6ZHGHQ��VLQFH�WKHUH
LV�VLPLODU�HTXLSPHQW�LQ�&KLQD��EXW�DVVXPHG�WKDW�WKH�TXDOLW\�RI�6ZHGLVK�WDQNV�LV�EHWWHU

$FLG�WDQN
2QH�DFLG�WDQN��LPSRUWHG�IURP�6ZHGLVK�LV�ZRUNLQJ�TXLWH�ZHOO

1LWURJHQ�WDQN
7KHUH�DUH�VL[�QLWURJHQ�WDQNV��SURGXFHG�E\�0DOPEHUJV����LQ�WKH�ZDWHU�WUHDWPHQW�VKRS���XVHG�IRU
PDNLQJ�URXJK�ZDWHU�LQWR�VRIW���7KUHH�RI�WKH�WDQNV�DUH�QLWURJHQ�H[FKDQJHUV�DQG�WKH
UHPDLQLQJ�WKUHH�DUH�IRU�QDWULXP��7KHUH�LV�RQH�LQMHFWRU�FRQWDLQLQJ�DFLG��DQG�RQH�IRU�VDOW��
$OO�RI�WKHVH�HTXLSPHQWV�DUH�IXQFWLRQLQJ�TXLWH�ZHOO�

6LPLODU�WDQNV�DUH�SURGXFHG�DOVR�LQ�&KLQD��EXW�WKH�TXDOLW\�RI�6ZHGLVK�WDQN�LV
VXSSRVHG�WR�EH�VRPHZKDW�KLJKHU�WKDQ�&KLQHVH��+RZHYHU��WKH�WZR�LQMHFWRUV�WKDW�EHORQJ
WR�WKH�V\VWHP��ZKLFK�DUH�QRW�SURGXFHG�LQ�&KLQD��DQG�WKHUHIRU�LW�ZDV�QHFHVVDU\�WR�EX\�WKH
ZKROH�V\VWHP�LQ�6ZHGHQ���:RXOG�LW�KDYH�EHHQ�SRVVLEOH�WR�XVH�WKH�6ZHGLVK�LQMHFWRUV
WRJHWKHU�ZLWK�&KLQHVH�WDQNV�LQVWHDG�RI�6ZHGLVK"�<HV�LW�LV�WHFKQLFDOO\�SHUIHFWO\�SRVVLEOH
EXW�OLIHWLPH�RI�WKH�6ZHGLVK�WDQNV�LV�PXFK�KLJKHU�

7KH�FRPSDQ\�KDV�QR�VSDUH�SDUWV�DW�DOO�IRU�WKLV�V\VWHP��,I�RQH�SDUW�EUHDNV�GRZQ�WKHQ�WKH
ZKROH�V\VWHP�ZLOO�VWRS��7KH�6ZHGLVK�FRQWUDFWRU��$)���VDLG�WKDW�WKHUH�LV�QR�QHHG�IRU�VSDUH
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SDUWV�IRU�WKH�LQMHFWRUV�%XW�GXULQJ�DOPRVW�WZR�\HDUV�RI�RSHUDWLRQ�ZH�KDYH�VHHQ�WKDW��VSDUH
SDUWV�DUH�QHHGHG��EXW�VR�IDU�WKHUH�KDYH�EHHQ�QR�EUHDNGRZQV�

3XPSV
7KH�IRXU�SXPSV�GHOLYHUHG�IURP�6ZHGHQ�DUH�UXQQLQJ�ZHOO��EXW�WKHUH�LV�D�VPDOO�SUREOHP
ZLWK�PHFKDQLFDO�VHDOLQJV��6XFK�VHDOLQJV�FDQ�QRW�EH�IRXQG�LQ�&KLQD��7KH�VDPH�SXPSV
FDQ�EH�IRXQG�LQ�&KLQHVH�EXW�SHUKDSV�RI�OHVVHU�TXDOLW\�

&RQWURO�URRP���3URJUDPPDEOH�/RJLF�FHQWHU���3/&�
7KLV�LV�WKH�FRQWURO�FHQWHU�IRU�WKH�ZKROH�SRZHU�SODQW��$OO�WKH�HTXLSPHQW�IRU�WKH�FRQWURO
URRP�ZDV�LPSRUWHG�IURP�6ZHGHQ��H[FHSW�IRU�WKH�&KLQHVH�SDQHO�ERDUG��ZLWK�$OID�/DYDO
DFWLQJ�DV�VXE�FRQWUDFWRU�WR�$)�

7KH�ZKROH�FRQWURO�V\VWHP�LV�RXW�RI�RUGHU�VLQFH�)HEUXDU\�������WKH�SUREDEOH�UHDVRQ�
DFFRUGLQJ�WR�WKH�FRPSDQ\��LV�WKDW�WKH�VRIWZDUH�LV�QRW�DEOH�WR�KDQGOH�XQDQQRXQFHG
HOHFWULFLW\�FXWV�

,W��LV�SRVVLEOH�WKDW�WKH�SUREOHP�LV�DW�OHDVW�SDUWO\�GXH�WR�WKH�IDFW�WKDW�VRPH�GHVLJQV
RI�WKH�SODQW�ZHUH�FKDQJHG�LQ�UHODWLRQ�WR�WKH�RULJLQDO�SODQV�RQ�WKH�EDVLV�RI��ZKLFK�WKH
FRPSXWRU�SURJUDP�ZDV�SURFXUHG��$Q�H[DPSOH�RI�VXFK�D�FKDQJH�FRXOG�EH�WKDW��WKH
FRPSDQ\�FKDQJHG�WKH�LJQLWLRQ��IRU�ERLOHUV�IURP�RLO�WR�ZRRG��$QRWKHU�FRXOG�EH�WKH
FRPEXVWLRQ�V\VWHP��6R�SRVVLEO\�WKH�UHDVRQ�ZK\�WKH�FRPEXVWLRQ�FRQWURO�LV�QRW
IXQFWLRQLQJ�LV�WKH�IDFW�WKDW�ZH�WKH�FRPSDQ\�FKDQJHG�WKH�GHVLJQ�

7KH�SUREOHP�ILUVW�DSSHDUHG�DOUHDG\�LQ������DIWHU�DQ�HOHFWULFLW\�EODFN�RXW��7KDW�WLPH�LW
FRXOG�EH�IL[HG�ZLWK�WKH�DVVLVWDQFH�RI�WKUHH�6ZHGLVK�H[SHUWV�ZKR�KDSSHQHG�WR�EH�SUHVHQW
LQ�6KLMLD]KXDQJ��7KH\�XVHG�D�PRELOH�SKRQH�WR�JHW�LQVWUXFWLRQV�IURP�6ZHGHQ��DQG�$OID
/DYDO�GLG�QRW�KDYH�WR�VHQG�DQ\RQH�
7KHQ�WKH�VDPH�WKLQJ�KDSSHQHG�DJDLQ�LQ�)HEUXDU\������DIWHU�DQRWKHU�EODFN�RXW��DQG�WKH
SUREOHP�UHPDLQV�XQUHVROYHG�WRGD\��7KH�FRPSDQ\�KDV�VHQW�D�ID[�WR�$OID�/DYDO�DQG�$)�
EXW�QR�UHSO\�KDV�\HW�EHHQ�UHFHLYHG��7KH�FRPSDQ\�EHOLHYHV�WKDW�WKH�GDWD�SURJUDP��ZKLFK
LV�EDVHG�RQ�WKH�81,;�V\VWHP��PD\�EH�DSSURSULDWH�WR�6ZHGLVK�FRQGLWLRQV�ZKHUH�WKHUH
DUH�QR�EODFNRXWV��EXW�LW�LV�REYLRXVO\�QRW�VXLWDEOH�WR�WKH�&KLQHVH�HQYLURQPHQW�ZKHUH
EODFNRXWV�DUH�IUHTXHQW�
7KH�VLWXDWLRQ�WRGD\�LV�WKDW�WKH�ERLOHU�SODQW�LV�ZLWKRXW�LWV�FRPSXWHUL]HG�FRQWURO�V\VWHP
VLQFH�WKUHH�PRQWKV��7KH�FRPSDQ\�KDV�DVNHG�WKH�6ZHGLVK�FRQWUDFWRU�IRU�KHOS��EXW�KDYH
DV�\HW�QRW�HYHQ�UHFHLYHG�DQ�DQVZHU��$FFRUGLQJ�WR�WKH�SHRSOH�LQWHUYLHZHG�QRERG\�IURP
$OID�/DYDO�SHRSOH�KDYH�HYHU�EHHQ�KHU��
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)LQGLQJ��7KH�ZKROH�FRQWURO�V\VWHP�LV�RXW�RI�RUGHU�VLQFH�)HEUXDU\
������D�SRVVLEOH�UHDVRQ�EHLQJ�WKDW�WKH�VRIWZDUH�LV�QRW�DEOH�WR
KDQGOH�XQDQQRXQFHG�HOHFWULFLW\�FXWV��%XW�LW�PD\�DOVR�EH�GXH�WR�WKH
IDFW�WKDW�IDFW�WKDW�VRPH�GHVLJQV�RI�WKH�SODQW�ZHUH�FKDQJHG�LQ
UHODWLRQ�WR�WKH�RULJLQDO�SODQV�RQ�WKH�EDVLV�RI��ZKLFK�WKH�FRPSXWRU
SURJUDP�ZDV�SURFXUHG��7KH�FRPSDQ\�KDV�DVNHG�WKH�6ZHGLVK
FRQWUDFWRU�IRU�KHOS��EXW�KDYH�DV�\HW�QRW�HYHQ�UHFHLYHG�DQ�DQVZHU

3DUDOOHO�WR�WKH�6ZHGLVK�FRQWURO�V\VWHP�WKHUH�LV�WKH�&KLQHVH�V\VWHP�:KLFK�LV�VWLOO�ZRUNLQJ
EXW�WKDW�RQH�LV�QRW�DQ�DXWRPDWLF�FRQWURO�V\VWHP��EXW�D�PDQXDO�RQH�DQG�DOVR�SDUWLDO�

7KH�FRPSXWHUL]HG�FRQWURO�V\VWHP�LV�WRGD\�WKH�RQO\�SDUW�RI�WKH�SURMHFW�ZKLFK�LV�QRW
IXQFWLRQLQJ��(YHU\WKLQJ�HOVH�LV�WRGD\�ZRUNLQJ�ZLWKRXW�DQ\�SUREOHPV�ZKDWVRHYHU�

&RQYH\RU�EHOWV
7KHUH�DUH�IRXU�FRQYH\RU�EHOW�V\VWHPV�IURP�6ZHGHQ��LQVWDOOHG�GXULQJ�-XO\�WR�6HSWHPEHU�
DQG�SXW�LQWR�RSHUDWLRQ�LQ�1RYHPEHU�RI�������7KH\�KDYH�IXQFWLRQHG�SHUIHFWO\�HYHU�VLQFH�
7KH�ZKROH�V\VWHP�LV�UXQQLQJ�YHU\�ZHOO�DQG��DQG�LQ�WKH�FRPSDQ\�V�RSLQLRQ��FOHDUO\�EHWWHU
WKDQ�VLPLODU�V\VWHPV�SURGXFHG�LQ�&KLQD�
7KH�FRPSDQ\�KDV�KRZHYHU�YHU\�OLWWOH�VSDUH�SDUWV�IRU�WKHVH�EHOW�V\VWHPV��EXW�VR�IDU�WKHUH
KDV�EHHQ�QR�EUHDN�GRZQV�DW�DOO��'XULQJ�P\�YLVLW�WKH�EHOWV�ZHUH�QRW�ZRUNLQJ�VLQFH�WKH\
DUH�VHUYLQJ�RQH�RI�WKH�ERLOHUV�ZKLFK�LV�LGOH�LQ�WKH�VXPPHU�
7KH�LQVWDOODWLRQ�RI�WKH�FRQYH\RU�V\VWHPV�ZDV�DVVLVWHG�DQG�VXSHUYLVHG�IRU�WZR�ZHHNV�E\
WKUHH�SHUVRQV�IURP�WKH�VXSSOLHU��DQG�WKH�ZRUN�ZHQW�YHU\�VPRRWKO\�

)LQGLQJ��$OO�WKUHH�FRQYH\RU�EHOW�V\VWHPV�DUH�UXQQLQJ
YHU\�ZHOO�DQG��DQG�LQ�WKH�FRPSDQ\�V�RSLQLRQ��FOHDUO\
EHWWHU�WKDQ�VLPLODU�V\VWHPV�SURGXFHG�LQ�&KLQD�

/RZ�YROWDJH�GLVWULEXWLRQ�ZRUNVKRS��$%%�
7KLV�LV�DQ�HOHFWULFLW\��GLVWULEXWLRQ��FHQWHU�ZKLFK�VHUYHV�WKH�HQWLUH�SODQW���,W�ZDV
PDQXIDFWXUHG�E\�$%%�6WU|PEHUJ�'LVWULEXWLRQ���LQVWDOOHG�LQ�0DUFK�DQG�RSHQHG�IRU�RSHUDWLRQ
LQ�1RYHPEHU�������6R�IDU�LW��KDV�EHHQ�ZRUNLQJ�SHUIHFWO\��7KHUH�DUH�VLPLODU�V\VWHPV
SURGXFHG�LQ�&KLQD�EXW�RI�ORZHU�TXDOLW\�

7KH�FRPSDQ\�KDV�D�VXJJHVWLRQ�RQ�KRZ�LW�FDQ�EH�LPSURYHG��,W�VKRXOG�EH�PRGLILHG
VR�DV�WR�FRQWDLQ�RQH�FROOHFWLYH�VZLWFK�IRU�HDFK�RI�WKH����JURXSV��$V�LW�LV�WRGD\�WKH
FRPSDQ\�PXVW�VKXW�GRZQ�WKH�HQWLUH�HOHFWULFLW\�VXSSO\�LI�WKH\�ZDQW�WR�FDUU\�RXW�UHSDLUV
RQO\�RQ�RQH�JURXS��2I�WKH����JURXSV�WRGD\�RQO\���KDYH�LQGLYLGXDO�VZLWFKHV�WKH�RWKHUV�GR
QRW�
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,W�VHHP�GLIILFXOW�WR�XQGHUVWDQG�ZK\�WKLV�LPSRUWDQW�QHHG�ZDV�QRW�H[SUHVVHG�HDUOLHU��RU
ZK\��LQ�GHHG��LW�ZDV�QRW�VSHFLILHG�DOUHDG\�DW�WKH�WLPH�RI�RUGHULQJ�WKH�HTXLSPHQW�
7KH�FRPSDQ\�KDV�QRW�\HW�LQIRUPHG�WKH�6ZHGLVK�VXSSOLHU�DERXW�WKLV�QHHG�

)LQGLQJ��7KH�HOHFWULFLW\��GLVWULEXWLRQ��FHQWHU�LV�ZRUNLQJ�YHU\�ZHOO�
7KHUH�DUH�VLPLODU�V\VWHPV�SURGXFHG�LQ�&KLQD�EXW�RI�ORZHU�TXDOLW\�
+RZHYHU�WKH�FRPSDQ\�KDV�D�VXJJHVWLRQ�RQ�KRZ�LW�FDQ�EH�LPSURYHG

5RXJK�ZDWHU�SXPSV
7KHUH�DUH�HLJKW��URXJK�ZDWHU�SXPSV�HDFK�ZLWK�D�YDULDEOH�IUHTXHQF\�UHJXODWRU��ZKLFK
UHJXODWHV�WKH�VSHHG�RI�WKH�SXPSV��7KLV�HTXLSPHQW�ZDV�LQVWDOOHG�LQ�-XQH��DQG�RSHUDWHG
IURP�1RYHPEHU�������DQG�WKH�H[SHULHQFH�VR�IDU�LV�YHU\�JRRG�
7KH�SXPSV�KDYH�ZRUNHG�YHU\�ZHOO��DQG�LQ�WKH�FRPSDQ\�V�RSLQLRQ�WKH\�DUH�RI�YHU\�KLJK
TXDOLW\��7KH�VDPH��W\SH�RI�SXPSV�FDQ�EH�IRXQG�LQ�&KLQD�EXW�QRW�RI�WKH�VDPH�TXDOLW\�
7KH�QRLVH�OHYHO�RI�&KLQHVH�SXPSV�LV�KLJKHU��DQG�WKH\�QHHG�PRUH�UHSDLU�DQG
PDLQWHQDQFH�WKDQ�WKH�6ZHGLVK�SXPSV��7KH�SULFH�RI�&KLQHVH�SXPSV���KRZHYHU��RQO\
DERXW�KDOI�RI�WKH�6ZHGLVK�RQHV�

)LQGLQJ��7KH�H[SHULHQFH�RI�WKH�HLJKW��URXJK�ZDWHU�SXPSV�VR�IDU�LV
YHU\�JRRG��7KH�VDPH�W\SH�RI�SXPSV�FDQ�EH�IRXQG�LQ�&KLQD�EXW�QRW�RI
WKH�VDPH�TXDOLW\��7KH�SULFH�RI�&KLQHVH�SXPSV�DUH��KRZHYHU��RQO\
DERXW�KDOI�RI�WKH�6ZHGLVK�RQHV�

9LVLW�WR�D�VXEVWDWLRQ
7KH�VXEVWDWLRQ�,�YLVLWHG�LV�LQ�RQH�RI�WKH�QHZ�VN\VFUDSHUV�KRXVLQJ�DPRQJ�RWKHU�WKLQJV�D
IRXU�VWDU�KRWHO���VHUYLQJ�D�WRWDO�KHDWLQJ�DUHD�RI�DERXW���������VTP��7KHUH�DUH�LQ�DOO���
VXEVWDWLRQV�WKDW�EHORQJ�WR�WKLV�DUHD�����PRUH�ZLOO�EH�DGGHG�WKLV�\HDU��$OO�WKH�HTXLSPHQW
LQ�DOO�VXEVWDWLRQV�LV�PDGH�LQ�&KLQD�

7KLV�VXE�VWDWLRQ��ZKLFK�DFFRUGLQJ�WR�WKH�FRPSDQ\�LV�D�W\SLFDO�RQH���KDG�WKH�IROORZLQJ
HTXLSPHQW�LQVWDOOHG�LQ�WKH�ZLQWHU���������DQG�VWDUWLQJ�RSHUDWLRQ�LQ�0D\������

�����KHDW�H[FKDQJHUV��7KH\�KDYH�IXQFWLRQHG�ZHOO�VR�IDU�ZLWKRXW�DQ\�SUREOHPV��DQG
ZLWKRXW�EUHDN�GRZQV��7KHLU�HFRQRPLF�OLIH�ZH�HVWLPDWH�WR�EH�VRPH����\HDUV��7KH\�DUH
PDQXIDFWXUHG�LQ�-DQJVX�SURYLQFH�LQ�6RXWKHUQ�&KLQD
����ILOWHUV�PDGH�LQ��7KH\�KDYH�EHHQ�IXQFWLRQLQJ�ZLWKRXW�SUREOHPV��7KH�ILOWHUV�DUH

PDGH�LQ�WKH�VDPH�SURYLQFH�EXW�E\�D�GLIIHUHQW�FRPSDQ\�
��2QH�ODUJH�XQLW�RI�FRROLQJ�HTXLSPHQW��PDGH�LQ�&KLQD
��IRXU�SXPSV�PDGH�LQ�6KDQJKDL��+DYH�EHHQ�IXQFWLRQLQJ�YHU\�ZHOO��1R�OHDNDJH�RI

ZDWHU�RU�RLO���7KH�SXPSV�DUH�PDQXIDFWXUHG�E\�WZR�GLIIHUHQW�&KLQHVH�JRYHUQPHQW�RZQHG
FRPSDQLHV�
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&RPSDULQJ�WKH�&KLQHVH�SXPSV�ZLWK�6ZHGLVK�WKH�ODG\�HQJLQHHU�IURP�WKH�KHDWLQJ�SODQW
WKRXJKW�WKDW�WKH\�DUH�TXLWH�VLPLODU��EXW�WKDW�WKH�&KLQHVH�RQHV�DUH�ELJJHU�DQG�QRLVLHU��,Q
WHUPV�RI�OLIH�WLPH�VKH�HVWLPDWHG�WKH�6ZHGLVK�SXPSV�WR�EH�WZLFH�DV�GXUDEOH��SHUKDSV���
YV�����\HDUV���&KLQHVH�SXPSV�DOVR�KDYH�PRUH�YLEUDWLRQV���,W�LV�KRZHYHU�YHU\�HDV\�DQG
FRQYHQLHQW�WR�JHW�VSDUH�SDUWV��VHUYLFH�DQG�PDLQWHQDQFH�IRU�WKH�&KLQHVH�SXPSV��DV�WKH
PDQXIDFWXUHU�KDV�DQ�RIILFH�LQ�6KLMLD]KXDQJ�

&RQFOXVLRQ
7KHUH�GRHV�QRW�VHHP�WR�EH�DQ\�TXHVWLRQ�WKDW�RQH�FDQ�QRW�RQO\�HTXLS�D�FRPSOHWH
VXEVWDWLRQ�UHO\LQJ�H[FOXVLYHO\�RQ�&KLQHVH�HTXLSPHQW��EXW�DOVR�WKDW�RQH�ZLOO�EH�DEOH�WR
UXQ�LW�VPRRWKO\��UHOLDEO\�DQG�ZLWK�HDV\�DFFHVV�WR�DOO�VHUYLFH�DQG�VSDUH�SDUWV�QHHGHG�
7HFKQRORJLFDO��OLIHWLPH�RI�WKH�HTXLSPHQW�ZLOO�VXUHO\�EH�ORZHU��SHUKDSV�E\�DV�PXFK�DV
KDOI��EXW�RQ�WKH�RWKHU�KDQG�WKH�SULFH�RI�WKH�HTXLSPHQW�LV�SUREDEO\�OHVV�WKDQ�KDOI�
HVSHFLDOO\�LI�RQH�FRQVLGHUV��WKH�FRVW�RI�VSDUH�SDUWV�DQG�VHUYLFH�

'RHV�WKLV�PHDQ�WKDW���IURP�D�&KLQHVH�SRLQW�RI�YLHZ���LW�ZRXOG�DOZD\V��EH�ZLVHU�WR
EX\�RQO\�GRPHVWLF�HTXLSPHQW��IRU�WKHLU�VXEVWDWLRQV"��1R���,�GR�QRW�WKLQN�VR���QRW
QHFHVVDULO\�HYHQ�LI�WKH�SULFH�ZHUH�OHVV�WKDQ�KDOI���)LUVWO\���FKDQFHV�DUH�WKDW�WKH�TXDOLW\�
ERWK�LQ�WHUPV�RI�IXQFWLRQDOLW\�DQG�GXUDELOLW\��RI�WKH�6ZHGLVK�HTXLSPHQW�FRXOG�WXUQ�RXW�WR
EH�VR�VXSHULRU�WKDW�HYHQ�DW�GRXEOH�WKH�SULFH�LW�ZRXOG�EH�D�PXFK�PRUH�HFRQRPLFDO�IRU�WKH
&KLQHVH�GLVWULFW�KHDWLQJ�FRPSDQLHV�WKDQ�GRPHVWLF�HTXLSPHQW��7KDW�LV�HQWLUHO\�SRVVLEOH
DQG�SHUKDSV�DOVR�SUREDEOH��6HFRQGO\���LUUHJDUGOHVV�RI�SULFHV�DQG�RI�HFRQRP\��LW�PXVW�EH
JRRG�IRU�&KLQHVH�GHYHORSPHQW�WR�KDYH�D�IHZ�VKRZ�FDVH�SURMHFWV�ZKHUH�DOWHUQDWLYH����LG�HVW
IRUHLJQ����WHFKQRORJ\�FDQ�EH�GHPRQVWUDWHG���DQG�DJDLQVW�ZKLFK�WKH�GRPHVWLFDOO\
PDQXIDFWXUHG�HTXLSPHQW�FDQ�PHDVXUH�LWV�SHUIRUPDQFH���TXDOLW\�DQG�SULFH��7KLV�LV
SHUKDSV�WKH�RQO\�UHDO�HIIHFWLYH�ZD\�KRZ�&KLQD�V�RZQ�FDSLWDO�JRRGV�LQGXVWU\�ZLOO�GHYHORS
DQG�LQ�WKH�IXWXUH�FRPSHWH�IXOO\�ZLWK�WKH�IRUHLJQ�LPSRUWV�

'HVLJQ
7KH�UHVSRQVLELOLW\�RI�GHVLJQLQJ�WKH�QHZ�KHDWLQJ�SODQW�ZDV�WKH�FRPSDQ\�V�RZQ�GHVLJQ
GHSDUWPHQW��+RZHYHU�WKH�UHVSRQVLELOLW\�IRU�WKH�GHVLJQ�RI�WKH�YDULRXV�VXE�VWDWLRQV�UHVWHG
ZLWK�HDFK�UHVSHFWLYH�RZQHU�RI�WKH�VXEVWDWLRQV�

7KH�GHVLJQ�GHSDUWPHQW�GLG�QRW�ILQG�LW�YHU\�GLIIHUHQW�WR�ZRUN�RQ�GHVLJQLQJ�D�UHJXODU
&KLQHVH�KHDWLQJ�SODQW�DQG�WKLV�RQH�ZKLFK�FRQWDLQHG�ORW�RI�IRUHLJQ�HTXLSPHQW��2QO\
VRPH�VPDOO�H[WUD�ZRUN�KDG�EHHQ�FUHDWHG�E\�WKH�IDFW�WKDW�WKH�LQVWDOODWLRQ�FRQQHFWLRQV�DUH
GLIIHUHQW��+H�LV�YHU\�FRRSHUDWLRQ�ZLWK�WKH�$I�H[SHUWV�
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7KH�KHDG�RI�WKH�GHVLJQ�JURXS�ZDV�SDUW�RI�WKH�QHJRWLDWLQJ�WHDP�ZKLFK�VSHQW����GD\V�LQ
6ZHGHQ��$QG�WKUHH�H[SHUWV�IURP�WKH�6ZHGLVK�VXSSOLHU�VSHQW�D�WRWDO�RI�DERXW���PRQWKV
KHUH�LQ�VHYHUDO�LQVWDOOPHQWV�

$�ZLVK�H[SUHVVHG�E\�WKH�FRPSDQ\�WRGD\�LV�WR�EH�DEOH�WR�LPSRUW�SUHLQVXODWHG�SLSHV��IURP
6ZHGHQ�WR�EH�XVHG�IRU�FRQQHFWLQJ�WKH�VXEVWDWLRQV�ZLWK�WKH�HQGXVHUV�

����)JJIGXW

�����*MRERGMEP�TVSJMXEFMPMX]

'XULQJ�ZLQWHU�WKH�FRVW�RI�SURGXFWLRQ�FDQ�WRGD\�EH�UHFRYHUHG�EXW�QRW�LQ�VSULQJ��VXPPHU
RU�DXWXPQ��7KH�WRWDO�FRVW�RI�SURGXFWLRQ�LV������PLOOLRQ�\XDQ��WKH�VDOHV�UHYHQXH�����
PLOOLRQ�\XDQ�DQG�SURILW������PLOOLRQ�\XDQ��%HFDXVH�RI�WKH�ORZ�ORDG�IDFWRU�WKH�RSHUDWLRQ
RI�WKH�:DQOLPLDR�SODQW�LV�QRW�YHU\�VPRRWK��+RZHYHU�LW�LV�H[SHFWHG�WKDW�LQ�WKH�QHDU
IXWXUH�PRUH�DQG�PRUH�HQWHUSULVHV�DQG�LQVWLWXWLRQV�ZLOO�EHFRPH�FXVWRPHUV��DQG�WKHUHE\
LQFUHDVH�WKH�KHDW�ORDG�
7KH�:DQOLPLDR��KHDW�VRXUFH�IDFWRU\�KDV�VR�IDU�UHSODFHG�PRUH�WKDQ����ERLOHU�URRPV
VFDWWHUHG�RYHU�WKH�GLVWULFW��,Q�DGGLWLRQ�VRPH����VPDOOHU�ERLOHUV�KDYH�EHHQ�UHPRYHG�

7KH�SURMHFW�UHYHQXH�FRPHV�IURP�WKH�VDOHV�RI�KHDW�WR�LWV�FXVWRPHUV��DQG�WKH�FRVWV�IURP�WKH
LQSXWV�FRDO��HOHFWULFLW\�DQG�ZDWHU��DV�ZHOO�DV�RSHUDWLRQ��PDLQWHQDQFH��ZDJHV��LQWHUHVW
SD\PHQWV�DQG�ORDQ�UHSD\PHQWV��7KH�DQQXDO�KHDWLQJ�FKDUJHV�WR�WKH�FXVWRPHUV�DQG�DOVR
WKH�FRQQHFWLRQ�ORDQV�KDYH�EHHQ�VHW�E\�WKH�FRPSDQ\��DQG�DSSURYHG�E\�WKH�JRYHUQPHQW�
RQ�D�FRVW�UHFRYHU\�EDVLV��7KH�FRPSDQ\�LQ������VKRZHG�D�R�SURILW�RI�����PLOOLRQ�50%
RQ�ZKLFK�LW�SDLG����PLOOLRQ�LQ�SURILW�WD[�

&XUUHQW�FRQVXPHU�WDULII�LV������\XDQ�SHU�VTP��EXW�LQ�VRPH�WLPH��SUREDEO\�LQ�WKH�\HDU
������DIWHU�WKH�SODQWV�YROXPH�RI�EXVLQHVV�JRHV�XS��LW�ZLOO�EH�GHFUHDVHG�WR�����

7KH�JURXSV�WRWDO�LQFRPH�LV�WRGD\�����PLOOLRQ�\XDQ��2I�WKLV�VRPH���PLOOLRQ��L�H��RQO\�����
FRPHV�IURP�:DQOLPLDR�SODQW��:KHQ�WKH�:DQOLPLDR�SODQW�UHDFKHV�IXOO�ORDG��ZKLFK�LV
GHILQHG�DV������FDSDFLW\�RQ�DYHUDJH��WKH�SODQW�LV�H[SHFWHG�WR�DFFRXQW�IRU�DERXW������
PLOOLRQ��DERXW�����RI�WKH�WRWDO�
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)RU������WKH�WRWDO�FRVW�RI�SURGXFWLRQ�IRU�WKH�:DQOLPLDR�SODQW�ZDV������PLOOLRQ�\XDQ��WKH
VDOHV�UHYHQXH������PLOOLRQ�\XDQ�DQG�FRQVHTXHQWO\�D�ORVV�RI�����PLOOLRQ�\XDQ�

)LQDQFLDO�DSSUDLVDO
7KH�ILQDQFLDO�DQDO\VLV�FDUULHG�RXW�E\�%,76�FRYHUHG��DSDUW�IURP�WKH�WZR�\HDU�ORQJ
FRQVWUXFWLRQ�SHULRG��DQ�RSHUDWLRQV�WLPH�RI����\HDUV��6RPH�SDUWV�RI�WKH�V\VWHP�FDQ�EH
H[SHFWHG�WR�KDYH�D�ORQJHU�HFRQRPLF�OLIH�WKDQ����\HDUV��EXW�QHW�HIIHFWV�KDSSHQLQJ�DIWHU���
\HDUV�FDQ�RQO\�KDYH�D�YHU\�PDUJLQDO�LPSDFW�RQ�WKH�RXWFRPH�RI�WKH�ILQDQFLDO�DQDO\VLV�

7KH�UHVXOW�RI�WKH�ILQDQFLDO�DQDO\VLV�ZDV�JUHDWO\�LQIOXHQFHG�E\�WKH�IDFW�WKDW�WKH�SURMHFW�LV
PHDQW�WR�VHUYLFH�DOVR�DLU�FRQGLWLRQHUV�LQ�VXPPHUV��7KH�DEVRUSWLRQ�KHDW�SXPSV�DOORZV
SURGXFWLRQ�RI�FROG�DV�ZHOO�DV�KHDW��7KH�WDULIIV�FKDUJHG�FRQVXPHUV�IRU�UXQQLQJ�RI�DLU
FRQGLWLRQHUV�LV�GRXEOH�WKDW�RI�KHDWLQJ��$QRWKHU�SRLQW�WR�PHQWLRQ�LV�WKDW�WKH�FRVW�RI�FRDO
LQQ�6KLMLD]KXDQJ�LV�RQO\�����\XDQ�SHU�WRQ��DV�FRPSDUHG�WR�����LQ�)XVKXQ�DQG�����LQ
-LDPXVL�UHVSHFWLYHO\�

,Q�WKH�DEVHQFH�RI�D�FRQFHVVLRQDU\�ORDQ�WKH�FDVK�IORZ�RI�WKH�SURMHFW�ZRXOG�KDYH�EHHQ
QHJDWLYH�IRU�WKH�ILUVW����\HDUV���DQG�WKH�DFFXPXODWHG�QHW�FDVK�IORZ�ZRXOG�UHPDLQ
QHJDWLYH�IRU����\HDUV���:LWK�FRQFHVVLRQDU\�ILQDQFLQJ�DQG�ZLWK�VXEVLGL]HG�ORFDO�ILQDQFLQJ
WKH�QHW�FDVK�IORZ�LV�SRVLWLYH�IRU�WKH�ILUVW�WKUHH�\HDUV�RI�RSHUDWLRQ��DQG�WKHQ�WXUQV�QHJDWLYH
IRU�WKH�QH[W���\HDUV��7KH�DFFXPXODWHG�FDVK�IORZ�UHPDLQV��MXVW�EDUHO\��QHJDWLYH�IRU�WKH
HQWLUH���\HDU�SHULRG�

7KH�ILQDQFLDO�LQWHUQDO�UDWH�RI�UHWXUQ��),55��ZDV�FDOFXODWHG�WR�EH�������LQFOXGLQJ
WD[�SD\PHQWV�DQG�������H[FOXGLQJ�WD[HV��:LWK�FRPPHUFLDO�ILQDQFLQJ�DQG�WR�����DQG
�������UHVSHFWLYHO\�LQ�WKH�FDVH�RI��FRQFHVVLRQDU\�FUHGLW

7KH�FRQFOXVLRQ�GUDZQ�IURP�WKLV�DQDO\VLV�E\�%,76��DQG�LPSOLFLWO\�VXSSRUWHG�E\
WKH�2(&'�FRPPXQLW\��ZDV�WKDW�WKH�SURMHFW�ZRXOG�SUREDEO\�QRW�EH�LPSOHPHQWHG�LQ�WKH
DEVHQFH�RI�D�FRQFHVVLRQDU\�ORDQ��(YHQ�WKRXJK�WKH�SURMHFW�GLG�QRW�UHFHLYH�DQ\�RSSRVLWLRQ
DIWHU�QRWLILFDWLRQ�WR�WKH�2(&'��%,76�QHYHUWKHOHVV�FDUULHG�RXW�D�ILQDQFLDO�DQDO\VLV
DFFRUGLQJ�WR�WKH�+HOVLQNL�JXLGOLQHV�

1R�ILQDQFLDO�GDWD�ZHUH�PDGH�DYDLODEOH�WR�WKLV�HYDOXDWLRQ�ZKLFK�ZRXOG�PDNH�LW�SRVVLEOH
WR�FDOFXODWH�WKH�H[�SRVW�ILQDQFLDO�SURILWDELOLW\�RI�WKH�SURMHFW���1RU�ZDV�LW�SRVVLEOH�ZLWKLQ
WKH�VKRUW�WLPH�DYDLODEOH�WR�DWWHPSW�FROOHFWLQJ�UDZ�GDWD�RQ�UHYHQXHV�DQG�FRVWV�DQG
DQDO\]H�WKH�VDPH�
%XW�PD\EH�WKLV�LV�QRW�VR�LPSRUWDQW��EHFDXVH��D�JHQHUDO�UHDVRQLQJ�ZLOO�VXIILFH�WR�LQGLFDWH
WKDW�WKH�SURMHFW�FDQ�KDUGO\�KDYH�DFKLHYHG�LWV�ILQDQFLDO�WDUJHWV��7KLV�LV�VLPSO\�GXH�WR�WKH
IDFW�WKDW�WKH�SURMHFW�KDV�EHHQ�GHOD\HG�LV�RQ�DQ�DJJUHJDWH�EDVLV�SHUKDSV�ZLWK�D�ZKROH
\HDU��$QG�LW�LV�FOHDU�IURP�WKH�ILQDQFLDO�DQDO\VLV�FDUULHG�RXW�GXULQJ�WKH�DSSUDLVDO�WKDW�VXFK
D�ORQJ�GHOD\�LQ�WKH�SURMHFWV�UHYHQXHV�WR�VWDUW�PDWHULDOL]LQJ�ZRXOG�PDNH�ILQDQFLDO
SURILWDELOLW\�LPSRVVLEOH�WR�DFKLHYH�
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)LQGLQJ��$�JHQHUDO�UHDVRQLQJ�ZLOO�VXIILFH�WR�LQGLFDWH�WKDW�WKLV
SURMHFW�FDQ�KDUGO\�KDYH�DFKLHYHG�LWV�ILQDQFLDO�WDUJHWV��7KLV�LV�VLPSO\
GXH�WR�WKH�IDFW�WKDW�WKH�SURMHFW�KDV�EHHQ�GHOD\HG�LV�RQ�DQ�DJJUHJDWH
EDVLV�SHUKDSV�ZLWK�D�ZKROH�\HDU��$QG�LW�LV�FOHDU�IURP�WKH�ILQDQFLDO
DQDO\VLV�FDUULHG�RXW�GXULQJ�WKH�DSSUDLVDO�WKDW�VXFK�D�ORQJ�GHOD\�LQ
WKH�SURMHFWV�UHYHQXHV�WR�VWDUW�PDWHULDOL]LQJ�ZRXOG�PDNH�ILQDQFLDO
SURILWDELOLW\�LPSRVVLEOH�WR�DFKLHYH�

����-14%'87���%88%-21)28�3*��032+�692�3&.)'8-:)7

7KH�WRWDO�SLFWXUH�UHJDUGLQJ�VDYLQJV�LQ�HQHUJ\�DV�ZHOO�DV�UHGXFWLRQV�LQ�SROOXWLRQ�OHYHOV��IRU
WKH�6ZHGLVK�VXSSRUWHG�SURMHFW�LQ�6KLMLD]KXDQJ�FDQ�EH�VHHQ�LQ�WKH�IROORZLQJ�WDEOH�

7DEOH�����6DYLQJ�LQ�HQHUJ\�XVH�DQG�UHGXFWLRQV�LQ�SROOXWLRQ�OHYHOV��'+�SURMHFWV�ILQDQFHG�E\�6ZHGHQ�LQ�6KLMLD]KXDQJ�
7KRXVDQG�7RQV�SHU�\HDU��)LJXUHV�ZLWKLQ�SDUHQWKHVHV�UHIHU�WR�WKH�ZKROH�SURMHFWV�

6KLMLD]KXDQJ
&RQVXPSWLRQ�RI�FRDO�E\�ERLOHUV�
��6DYLQJV�LQ�FRDO�XVHG�E\�VFUDSSHG�ERLOHUV ��������������
��$GGHG�FRDO�FRQVXPHG�E\�FHQWUDO��ERLOHUV ��������������
��1HW�VDYLQJV ��������������
(PLVVLRQV�RI�GXVW�SDUWLFOHV�
��5HGXFWLRQ�RI�SDUWLFOHV�HPLWWHG�E\�VFUDSSHG�ERLOHUV ��������������
��$GGHG�HPLVVLRQV�E\�FHQWUDO�KHDW�SURGXFLQJ�XQLWV �������������
��1HW�UHGXFWLRQV�LQ�HPLVVLRQV ���������������
5HGXFWLRQV�LQ�62��HPLVVLRQV
��5HGXFWLRQV�GXH�WR�VFUDSSHG�ERLOHUV �������������
��$GGHG�62��HPLVVLRQV�IURP�FHQWUDO�ERLOHUV ������������
��1HW�UHGXFWLRQV�RI�62��HPLVVLRQV �������������
5HGXFHG�WUDQVSRUWDWLRQ�QHHGV�RI�FRDO�
��5HGXFHG�YROXPH�RI�WUDQVSRUWV������V�NPV�SHU�\HDU ���������������
��5HGXFHG�62��HPLVVLRQV�GXH�WR�OHVV�WUDQVSRUWV��NJV ���������������
��5HGXFHG�12[�HPLVVLRQV�GXH�WR�OHVV�WUDQVSRUWV��NJV ����������������

6RXUFH��2ZQ�FRPSLODWLRQV�EDVHG�RQ�UHSRUW������������E\�)MlUUYlUPHE\UnQ�$%

,Q�DGGLWLRQ�WR�WKH�UHGXFWLRQV�EURXJKW�DERXW��LQ�HPLVVLRQV�RI�GXVW��62���DQG�12[��WKHUH
ZLOO�DOVR�EH�UHGXFHG�HPLVVLRQV�RI�KHDY\�PHWDOV��PHUFXU\��OHDG�HWF�

0HDVXUHPHQWV�LQ�6ZHGHQ�KDYH�VKRZQ�WKDW�62��DUH�RIWHQ�UHGXFHG�E\������ZKHQ�'+�LV
LQWURGXFHG��,Q�&KLQHVH�FLWLHV��VWDUWLQJ�IURP�D�PXFK�KLJKHU�GHJUHH�RI�SROOXWLRQ��WKH�HIIHFW
FDQ�EH�H[SHFWHG�WR�EH�HYHQ�JUHDWHU�WKDQ�WKDW�
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�����)GSRSQMG�FIRIJMXW

$V�ZLOO�EH�GLVFXVVHG�EHORZ�LQ�WKH�&KDSWHU�6XPPDU\�RI�)LQGLQJV�DQG�&RQFOXVLRQV��LW�LV�TXLWH
FOHDU�WKDW�DOO�RI�WKH�ILYH�GLVWULFW�KHDWLQJ�SURMHFWV��LQFOXGLQJ�WKLV�RQH��DUH�KLJKO\�SURILWDEOH
IURP�DQ�HFRQRPLF�SRLQW�RI�YLHZ��7KLV�IROORZV�IURP�WKH�YHU\�ODUJH�VDYLQJV�UHDOL]HG�LQ�FRDO
FRQVXPSWLRQ��DV�ZHOO�DV�WKURXJK�WKH�GUDPDWLF�UHGXFWLRQV�DFKLHYHG�LQ�HPLVVLRQV�RI
SROOXWDQWV��7KHVH�HFRQRPLF�EHQHILWV�DUH�RI�VXFK�PDJQLWXGH�WKDW�WKH�SURMHFW�V�HFRQRPLF
SURILWDELOLW\�FDQ�QRW�EH�WKUHDWHQHG�E\�WKH�SURMHFW�VXIIHULQJ�WKLV�RU�WKDW�VHW�EDFN�RU
EHFDXVH�LW�LV�LPSOHPHQWHG�ZLWK�RQH�RU�HYHQ�D�IHZ�\HDUV�GHOD\�

)LQGLQJ��,W�LV�FOHDU�WKDW�DOO�RI�WKH�ILYH�GLVWULFW�KHDWLQJ�SURMHFWV�
LQFOXGLQJ�WKLV�RQH��DUH�KLJKO\�SURILWDEOH�IURP�DQ�HFRQRPLF�SRLQW�RI
YLHZ��7KLV�IROORZV�IURP�WKH�YHU\�ODUJH�VDYLQJV�UHDOL]HG�LQ�FRDO
FRQVXPSWLRQ��DV�ZHOO�DV�WKURXJK�WKH�GUDPDWLF�UHGXFWLRQV�DFKLHYHG�LQ
HPLVVLRQV�RI�SROOXWDQWV��7KHVH�HFRQRPLF�EHQHILWV�DUH�RI�VXFK
PDJQLWXGH�WKDW�WKH�SURMHFW�V�HFRQRPLF�SURILWDELOLW\�FDQ�QRW�EH
WKUHDWHQHG�E\�WKH�SURMHFW�VXIIHULQJ�WKLV�RU�WKDW�VHW�EDFN�RU�EHFDXVH�LW�LV
LPSOHPHQWHG�ZLWK�RQH�RU�HYHQ�D�IHZ�\HDUV�GHOD\

7KH�(,55��WKH�LQWHUQDO�HFRQRPLF�UDWH�RI�UHWXUQ�FDOFXODWHG�LQ�WKH�DSSUDLVDO�ZDV�LQ�WKH
QHLJKERUKRRG�RI������

&RPSDUHG�WR�D�VLWXDWLRQ�ZLWK�PDQ\�LQGLYLGXDO�ERLOHUV��ZKLFK�DUH�VFUDSSHG�EHFDXVH�RI
WKH�SURMHFW��WKH�FRQVXPSWLRQ�RI�FRDO�ZLOO�EH�UHGXFHG�E\��������WRQV�DQQXDOO\��DW�D�WRWDO
HFRQRPLF�YDOXH�RI�VRPH���PLOOLRQ�50%�SHU�\HDU�

7KH�EHQHILWV�WR�WKH�HQYLURQPHQW�ZHUH�HVWLPDWHG�XVLQJ�WKH�6ZHGLVK�WD[�IRU
HQYLURQPHQWDO�SROOXWLRQ��6LQFH�WKH�FRDO�LQ�6ZHGHQ�FRQWDLQV�RQO\�������VXOSKXU��DV
FRPSDUHG�WR�������LQ�&KLQD��WKLV�WD[�LV�DFWXDOO\�DQ�XQGHUHVWLPDWLRQ�RI�WKH
HQYLURQPHQWDO�HIIHFW�

7KH�HQYLURQPHQWDO�WD[�DSSOLHG�REYLRXVO\�FDSWXUHV�VRPH�RI�WKH��HFRQRPLF
EHQHILWV�WR�VRFLHW\�EHFDXVH�RI�LPSURYHG�KHDOWK�RU�UHGXFHG�LOOQHVVHV�GXH�WR�OHVV�SROOXWLRQ��
%XW�SUREDEO\�QRW�DOO�RI�LW��,I�RQH�FRQVWUXFWHG�D�FRPSHWH�HFRQRPLF�PRGHO��LQFOXGLQJ�DOVR
ORQJ�UXQ�HIIHFWV��WKHQ�WKH�H[SHFWHG�HFRQRPLF�UDWH�RI�UHWXUQ�RI�WKH�SURMHFW�ZRXOG�PRVW
SUREDEO\�JR�XS�FRQVLGHUDEO\�

&DOFXODWLQJ�WKH�HFRQRPLF�YDOXH�RI�WKH�GHFUHDVH�LQ�HPLVVLRQV�RI�&2��DQG�62�
UHVSHFWLYHO\��WKH�DSSUDLVDO�DUULYHV�DW�WZR�DOWHUQDWLYH�YDOXHV��GHSHQGLQJ�RQ�ZKDW�WD[�UDWH
WR�DSSO\��,Q�6ZHGHQ�WKHUH�DUH�WZR�OHYHOV���RQH�IRU�LQGXVWULDO�SROOXWHUV��RQH�IRU�RWKHU�FRDO
XVHUV��$GGLWLRQDO�EHQHILWV�WKDW�ZHUH�QRW�LQFOXGHG�LQ�WKH�DQDO\VLV�DUH�WKH�UHGXFHG
HPLVVLRQV�RI�SROOXWLRQ�EURXJKW�DERXW�E\�WKH�UHGXFWLRQ�LQ�WUDQVSRUWDWLRQ�RI�FRDO�LQ�WKH
FLW\�FHQWHU�
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$QRWKHU�IDFWRU�RQ�WKH�FRVW�VLGH�ZKLFK�ZDV�QRW�LQFOXGHG�LQ�WKH�DQDO\VLV�LV�WKH�FRVW�RI
UHORFDWLQJ�WKH�����KRXVHKROGV�WKDW�ZHUH�OLYLQJ�LQ�WKH�DUHD�ZKHUH�WKH�QHZ�ERLOHU�SODQW
ZDV�EXLOW��7KLV�FRVW���HVWLPDWHG�DW�VRP����PLOOLRQ�50%�ZDV�SDLG�IRU�E\�WKH�FLW\��6RPH�RI
LW�ULJKWIXOO\�EHORQJV�LQ�DQ�HFRQRPLF�DQDO\VLV�DOWKRXJK�QRW�DOO�RI�LW�

%,76�GHFLVLRQ�PHPRUDQGXP�FRQWDLQV�RQH�PLVOHDGLQJ�VWDWHPHQW�ZKHQ�LW�LPSOLHV��SDJH���
WKDW�WKH�ODUJH�HFRQRPLF�DQG�HQYLURQPHQWDO�EHQHILW�RI�WKH�SURMHFW�DULVHV�ZKHQ�FRPSDULQJ
PRGHUQ�6ZHGLVK�WHFKQRORJ\�ZLWK�FRQWLQXHG�XVH�RI�ROG�WUDGLWLRQDO�PHWKRGV��7KLV�LV
PLVOHDGLQJ�EHFDXVH�DOVR�LI�WKH�SURMHFW�ZHUH�WR�XVH�PRGHUQ�&KLQHVH��HTXLSPHQW�LQ�LWV�'+
V\VWHP�WKHUH�ZRXOG�EH�D�YHU\�LPSRUWDQW�HQYLURQPHQWDO�LPSURYHPHQW�DV�ZHOO�DV�HQHUJ\
FRQVHUYDWLRQ�LPSURYHPHQW�

*LYHQ�WKDW�WKH�6ZHGLVK�HTXLSPHQW�LV�RI�EHWWHU�TXDOLW\�DQG�LV�VRPH�FDVHV�DOVR
PRUH�HIILFLHQW��LW�IROORZV�WKDW�WKH�HFRQRPLF�JDLQ�ZRXOG�EH�KLJKHU�XVLQJ�µPRGHUQ
6ZHGLVK�WHFKQRORJ\µ��EXW�RQ�WKH�RWKHU�KDQG�LW�LV�DOVR�PRUH�H[SHQVLYH��VR�WKH�(,55
ZRXOG�QRW�DXWRPDWLFDOO\�EH�KLJKHU��DOWKRXJK�FKDQFHV�DUH�LW�ZRXOG��+RZHYHU�WKH
LPSRUWDQW�SRLQW�WR�PDNH�KHUH�LV�WKDW�WKH�EXON�RI�WKH�HQYLURQPHQWDO�LPSURYHPHQW�RI
LQWURGXFLQJ�'+�WR�UHSODFH�D�PXOWLWXGH�RI�LQHIILFLHQW�LQGLYLGXDO�ERLOHUV�ZRXOG�EH�UHDSHG
DOPRVW�DV�ZHOO�LQ�D�SXUHO\�&KLQHVH�SURMHFW�DV�LQ�RQH�WKDW�UHOLHV�RQ�VWUDWHJLF�LPSRUWV�IURP
DEURDG�

&RQFOXVLRQ��7KH�EXON�RI�WKH�GUDPDWLF�HQYLURQPHQWDO
LPSURYHPHQWV�DV�ZHOO�DV�WKH�ODUJH�VDYLQJV�LQ�HQHUJ\�FRQVXPSWLRQ
WKDW�DUH�D�UHVXOW�RI�LQWURGXFLQJ�'+�WR�UHSODFH�D�PXOWLWXGH�RI
LQHIILFLHQW�LQGLYLGXDO�ERLOHUV��ZRXOG�EH�UHDSHG�DOVR�LQ�SURMHFW�UHO\LQJ
H[FOXVLYHO\�RQ�&KLQHVH�WHFKQRORJ\��,PSRUWHG���DGYDQFHG
WHFKQRORJ\�FDQ�PDNH�WKHVH�JDLQV�ELJJHU��EXW�DUH�QRW�D�FRQGLWLRQ�

�����)RZMVSRQIRX

7KH�:DQOLPLDR�FHQWUDO�GLVWULFW�LQ�WKH�FLW\�RI�6KLMLD]KXDQJ�ZKHUH�WKH�SURMHFW�LV��LV�YHU\
KHDYLO\�SROOXWHG��7KH�VLWXDWLRQ�LQ������ZDV�WKH�IROORZLQJ

7DEOH�����3ROOXWLRQ�OHYHOV�LQ�:DQOLPLDR�GLVWULFW��&RQFHQWUDWLRQV�LQ�PJ�1P�
3ROOXWDQW $FWXDO 0D[LPXP�DOORZHG

�DFFRUGLQJ�WR�1DWLRQDO�VWDQGDUG
763 ����� ���
62� ���� ����
12[ ���� ����

                                          
2.  According to one report a measurement undertaken Jiamusi in March of 1995 showed a concentration of  dust
particles of  0,88 mg per Nm3



147

,Q�WKLV�SURMHFW�LW�ZDV�GHFLGHG�WR�EXLOG�WKH�ERLOHU�LQ�WKH�YHU\�FHQWHU�RI�WRZQ�VR�DV�WR�DYRLG
KDYLQJ�WR�EXLOG�ORQJ�SLSHOLQHV�IRU�KHDWLQJ�ZDWHU�DQG�VWHDP��7R�QHXWUDOL]H�LQFUHDVHG
QRLVH�DQG�GLVWXUEDQFHV�IRU�WKH�QHLJKERUV�LW�ZDV�GHFLGH�WR�SODQW�WUHHV�DQG�DOVR�HUHFW�D
VRXQG�SURRI�VKLHOG�DURXQG�WKH�ERLOHU�KRXVH�
'XH�WR�HIILFLHQW�HPLVVLRQ�FRQWURO�HTXLSPHQW�EHLQJ�LQVWDOOHG��DLU�TXDOLW\�LQ�WKH�FLW\�ZDV
QRW�H[SHFWHG�WR�EH�LQIOXHQFHG�E\�WKH�FHQWUDO�ORFDWLRQ�RI�WKH�ERLOHU�
7KHUHIRUH�DOVR�LW�ZDV�LPSRUWDQW�WR�FKRRVH�D�ERLOHU�RI�&)%�W\SH�ZKLFK�LV�WKH�EHVW�IRU
RSHUDWLQJ�ZLWK�FOHDQ�FRPEXVWLRQ�
7KH�ZDVWH�ZDWHU�IURP�WKH�ERLOHU�LV�GLVFKDUJHG�LQWR�WKH�FLW\�V�VHZHUV�RQO\�DIWHU
QHXWUDOL]DWLRQ�RI�3+�
7KH�ZDVWH�DVK�DQG�FRDO�GXVW�WKDW�DUH�OHIW�RYHU�IURP�WKH�KHDWLQJ�JHQHUDWLRQ�LQ�WKH
:DQOLPLDR��SODQW�LV�WDNHQ�GLUHFWO\�WR�D�ORFDO�EULFN�PDQXIDFWXUHU�WR�EH�XVHG�DV�UDZ
PDWHULDO�IRU�FRQVWUXFWLRQ�RI�EXLOGLQJ�PDWHULDOV�
$OVR�WKH�ZDVWH�ZDWHU�LV�UHF\FOHG�ZLWKLQ�WKH�SURGXFWLRQ�SURFHVV�LQVWHDG�RI��DV
WUDGLWLRQDOO\��VLPSO\�EH�GLVFKDUJHG�LQWR�WKH�VHZHU�RI�WKH�FLW\�

0\�YLVLW�WR�WKH�ERLOHU�VWDWLRQ�UHYHDOHG�WKDW�D�ORW�RI�QRLVH�UHGXFWLRQ��PHDVXUHV�VWLOO�UHPDLQ�WR
EH�LPSOHPHQWHG��1RLVH�OHYHO��LV�VWLOO�WRR�KLJK��,W�LV�WKH�IDQV�WKDW�DUH�PDNLQJ�WRR�PXFK�QRLVH�
WKH\�ZLOO�GHILQLWHO\�IL[�LW�WKLV�\HDU�
7UHHV�DV�SURWHFWLRQ�DJDLQVW�QRLVH��KDYH�QRW�\HW�EHHQ�SODQWHG��DV�FRQVWUXFWLRQ�ZRUN�ZDV
MXVW�ILQLVKHG�

������WRQV�RI�FRDO�ZHUH�XVHG�IRU�WKH�ERLOHUV�ODVW�\HDU��DQG�HPLVVLRQ�RI�62���ZDV�����

7KLV�LV�PXFK�KLJKHU�WKDQ�WKH��������LPSOLHG�E\�WKH�SODQ��VHH�SDJH����RI�WKH�%,76

GHFLVLRQ�PHPRUDQGXP�������RI�������LV�����WRQV�DV�FRPSDUHG�WR�;������[��������

ZKHUH�;�ZRUNV�RXW�WR ����

7KH�UHDVRQ�WR�WKLV�GLVFUHSDQF\�LV�WKDW�WKH�SODQ�UHIHUV�WR�GDWD�UHJDUGLQJ�IXOO�ORDG�
:KHQ�WKHUH�LV�OHVV�WKDQ�D�IXOO�ORDG��WKH�HPLVVLRQ�SHUFHQWDJH�EHFRPHV�KLJKHU�

6R�IDU���EHFDXVH�RI�WKH�SURMHFW�RYHU����FKLPQH\V�DQG����VPDOOHU�ERLOHUV�KDYH
EHHQ�VKXW�GRZQ��7KLV�LV�VXEVWDQWLDOO\�ORZHU�WKDQ�WDUJHW��EXW�LW�ZLOO�JURZ�DV�WKH�FRPSDQ\
GHYHORSV�LWV�FXVWRPHUV�IRU�WKH�VXPPHU�VHDVRQ�

7KHUH�DUH�QR�VWDWLVWLFV�DYDLODEOH�LQ�6KLMLD]KXDQJ�RQ�KHDOWK��VR�ZH�GR�QRW�NQRZ
KRZ�WKH��SURMHFW�KDV�LQIOXHQFHG�WKH�FLW\�V��KHDOWK�VLWXDWLRQ�

,Q�VXPPDU\�ZH�PD\�VD\�WKDW
��QR�UHDO�PHDVXUHPHQWV�RI�WKH�SROOXWLRQ�WDUJHWV�KDV�EHHQ�PDGH�\HW��EHFDXVH�WKH

SURMHFW�KDV�QRW�\HW�UHDFKHG�D�IXOO�ORDG�
��EXW�IURP�ZKDW�ZH�FDQ�VHH�WRGD\�WKHUH�ZLOO�EH�QR�SUREOHP�WR�UHDFK�WKH�WDUJHWV�WKDW

KDYH�EHHQ�VHW�
��WKH�RQO\�HQYLURQPHQWDO�SUREOHP�ZKLFK�DW�SUHVHQW�GRHV�QRW�KDYH�D�UHDG\�VROXWLRQ�LV

WKH�QRLVH�OHYHO�
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)LQGLQJ��1R�UHDO�PHDVXUHPHQWV�RI�WKH�SROOXWLRQ�WDUJHWV�UHDFKHG
KDV�EHHQ�PDGH�\HW��EHFDXVH�WKH�SURMHFW�KDV�QRW�\HW�UHDFKHG�D�IXOO
ORDG��)URP�ZKDW�ZH�FDQ�VHH�WRGD\�WKHUH�ZLOO�EH�QR�SUREOHP�WR
UHDFK�WKH�HQYLURQPHQWDO�WDUJHWV�RI�WKH�SURMHFW��7KH�RQO\
HQYLURQPHQWDO�SUREOHP�ZKLFK�DW�SUHVHQW�GRHV�QRW�KDYH�D�UHDG\
VROXWLRQ�LV�WKH�QRLVH�OHYHO�

�����)UYEPMX]��4SZIVX]�SVMIRXEXMSR

�����+IRHIV
7KH�:DQOLPLDR�KHDWLQJ�IDFWRU\�QRZ�KDV�����ZRUNHUV�DQG�VWDII�PHPEHUV�RI�ZKLFK���
FROOHJH�JUDGXDWHV�����MXQLRU�FROOHJH�DQG�SRO\WHFKQLF�VFKRRO�JUDGXDWHV��7KH�JHQGHU
GLYLVLRQ�DW�YDULRXV�OHYHOV�FDQ�EH�VHHQ�IURP�WKH�IROORZLQJ�WDEOH�

7DEOH������*HQGHU�GLVWULEXWLRQ�RI�VWDII�DW�WKH�:DQOLPLDR�KHDW�IDFWRU\
&DWHJRU\�RI�HPSOR\HH 7RWDO

HPSOR\HHV
1XPEHU�RI
ZRPHQ

7RWDO�HPSOR\PHQW ��� ��
0DQDJHUV �� ��
(QJLQHHUV�DQG�WHFKQLFDO�VWDII �� �
:RUNHUV �� ��

0\�TXHVWLRQ�ZK\�RQO\���WHFKQLFLDQV��HQJLQHHUV�RXW�RI���DUH�ZRPHQ�ZDV�DQVZHUHG�E\�
´,WV�DOZD\V�OLNH�WKDW��*LUOV�ZDQW�WR�VWXG\�OLWHUDWXUH��DUW�HWF�µ
'R�ZRPHQ�DYRLG�VKLIW�ZRUN�MREV�EHFDXVH�WKH\�DUH�UHVSRQVLEOH�IRU�WKH�KRXVHKROG"
´<HV�SHUKDSV�D�OLWWOH��EXW�WKDW�LV�GHILQLWHO\�QRW�WKH�PDLQ�UHDVRQ��,Q�JHQHUDO�ZRPHQ�KDYH
QR�SUREOHP�ZLWK�VKLIW�ZRUN�µ

7RWDO�HPSOR\PQHW�RI�FRPSDQ\�LV�������RI�ZKLFK������DUH�ZRPHQ������RI�WKH������DUH
PDQDJHUV�DQG������DUH�HQJLQHHUV��7KH�UHPDLQLQJ������DUH�GLYLGHG�EHWZHHQ�WKH
FDWHJRULHV�µLQ�GLUHFW�SURGXFWLRQ�OLQHµ��µDVVLVWDQWVµ��DQG�µVHUYLFH�SHUVRQQHOµ�
2I�WKH�PDQDJHUV�DQG�HQJLQHHUV��L�H�WKH��������DERXW�RQH�WKLUG�DUH�ZRPHQ�
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�����&-87�W�TVSNIGX�TVITEVEXMSR

$OVR�LQ�WKLV�SURMHFW�WKHUH�DUH�H[DPSOHV�RI�KRZ�%,76�WKURXJK�LWV�DSSUDLVDO�ZDV�LQ�D
SRVLWLRQ�WR�RIIHU�SRVLWLYH�DGYLFH�UHJDUGLQJ�WHFKQLFDO�PRGLILFDWLRQV�WR�WKH�FOLHQW�LQ�RUGHU
WR�LPSURYH�WKH�WHFKQLFDO�VROXWLRQ�RI�WKH�SURMHFW��2QH�H[DPSOH�LV�WKDW��WKH�KHDW
H[FKDQJHUV�VKRXOG�EH�LQVWDOOHG�EHWZHHQ�WKH�ERLOHUV�DQG�WKH�GLVWULEXWLRQ�V\VWHP�VR�WKDW
WKH�ERLOHU�FLUFXLW�SUHVVXUH�DQG�WHPSHUDWXUH�DUH�VHSDUDWHG�IURP�WKH�GLVWULEXWLRQ�V\VWHP�
$OVR�WKDW�WKH�VXEVWDWLRQV�VKRXOG�EH�GHVLJQHG�VR�DV�WR�DOORZ�IRU�WKH�IXWXUH�XVH�RI�KHDW
H[FKDQJHUV�IRU�GRPHVWLF�KRW�ZDWHU
)XUWKHU�%,76�VHHPV�WR�KDYH�SHUVXDGHG�WKH�FOLHQW�WR�EX\�D�ERLOHU�ORFDOO\�LQ�&KLQD�LQVWHDG
RI�LPSRUWLQJ�LW�IURP�6ZHGHQ��,Q�D�OHWWHU�%,76�DVNHG�WKH�&KLQHVH�VLGH�WR�H[SODLQ�ZK\�LW
KDG�GHYLDWHG�IURP�DQ�HDUOLHU�SODQ�WR�EX\�D�&KLQHVH�ERLOHU��DQG�LQ�WKH�VDPH�OHWWHU�SRLQWHG
RXW�WKDW�µLW�IDOOV�RXWVLGH�%,76�PDQGDWH�WR�ILQDQFH�HTXLSPHQW�WKDW�FDQ�EH�SXUFKDVHG
LQVLGH�WKH�FRXQWU\�LQ�TXHVWLRQ��QRUPDOO\�DW�D�ORZHU�FRVW��DQG�ZLWK�QR�H[SRVXUH�RI�IRUHLJQ
FXUUHQF\�IOXFWXDWLRQ�µ

)LQGLQJ��$OVR�LQ�WKLV�SURMHFW�WKHUH�DUH�H[DPSOHV�RI�KRZ�%,76
WKURXJK�LWV�DSSUDLVDO�ZDV�LQ�D�SRVLWLRQ�WR�RIIHU�SRVLWLYH�DGYLFH
UHJDUGLQJ�WHFKQLFDO�PRGLILFDWLRQV�WR�WKH�FOLHQW�LQ�RUGHU�WR
LPSURYH�WKH�WHFKQLFDO�VROXWLRQ�RI�WKH�SURMHFW

�����6ITSVXMRK�VIUYMVIQIRX
7KH�FRQWUDFWXDO�REOLJDWLRQ�RI�WKH�SDUWLHV�WR�VHQG�LQ�D�SURMHFW�FRPSOHWLRQ�UHSRUW�ZLWKLQ
VL[�PRQWKV�DIWHU�FRPPLVVLRQLQJ�KDG�QRW�EHHQ�FRPSOLHG�ZLWK�QHLWKHU�E\�WKH�EX\HU��QRU
E\�WKH�6ZHGLVK�VXSSOLHU��$W�WKH�WLPH�RI�P\�PLVVLRQ�WR�6KLMLD]KXDQJ�WKH�FRPSDQ\�GLG
KRZHYHU�SXW�WRJHWKHU�D�WKUHH�SDJHV�ORQJ�FRPSOHWLRQ�UHSRUW�IRU�P\�EHQHILW�
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:-�����(-786-'8�,)%8-2+�-2�.-%197-

����8LI�4VSNIGX

7KH�SURMHFW�LQFOXGHV�WKH�IROORZLQJ�SDUWV�
��D�����NP�ORQJ�WUDQVPLVVLRQ�SLSH�OLQH��IURP�WKH�QHZ�SRZHU�SODQW�LQ�-LDPXVL�WR�WKH�FLW\

GLVWULEXWLRQ�QHWZRUN��,W�FRQVLVWV�RI�WZR�KRW�ZDWHU�SLSHV�ZLWK�GLPHQVLRQV�IURP�����WR����
PP��7KH�PDLQ�SDUW�RI�WKH�WUDQVPLVVLRQ�OLQH��DV�ZHOO�DV�WKH�GLVWULEXWLRQ�V\VWHP�ZLWKLQ�WKH
LQGXVWULDO�DUHD�WR�EH�VHUYLFHG�E\�WKH�SURMHFW��ZDV�EXLOW�ZLWK�WKH�LPSRUWHG�SUH�LQVXODWHG
SLSHV�
���D�GLVWULEXWLRQ�QHWZRUN��IRU�DQ�LQGXVWULDO�DUHD�LQFOXGLQJ�VXEVWDWLRQV��7KH�VXEVWDWLRQV

ZHUH�HTXLSSHG�ZLWK�D�KHDW�H[FKDQJHU��FLUFXODWLQJ�SXPS��ZDWHU�WUHDWPHQW�HTXLSPHQW��
HQHUJ\�PHWHU�DQG�FRQWURO�HTXLSPHQW�
��UHFRQVWUXFWLRQ�RI���SLSH�VHFWLRQV��LQ�WKH�SUHYLRXVO\�H[LVWLQJ�QHWZRUN
��LQVWDOODWLRQ�RI�D����0:�ERLOHU
��LQVWDOODWLRQ�RI�KHDW�H[FKDQJHUV��SXPSV�DQG�SUHVVXUH�YHVVHOV�LQ�-LMLDQJ�DQG�7LH[L�%RLOHU

KRXVHV

7KH�SURMHFW�WKXV�FRQVLVWV�ERWK��RI�DQ�XSJUDGLQJ�RI�WKH�SUHYLRXVO\�H[LVWLQJ�V\VWHP�DQG��DQ
H[WHQVLRQ�WR�WKDW�V\VWHP��DQG�ZDV�LPSOHPHQWHG�LQ�SDUDOOHO�WR�WKH�FRQVWUXFWLRQ�RI�D�FR�
JHQHUDWLRQ�SODQW�ZKLFK�ZLOO�EH�WKH�QHZ�KHDWLQJ�VRXUFH�WR�UHSODFH�PDQ\�VFDWWHUHG
LQGLYLGXDO�ERLOHUV��7KH�WZR�ELJJHU�ERLOHU�KRXVHV�ZLOO�EH�NHSW�ZKLOH���VPDOOHU�RQHV�ZLOO�EH
GLVPDQWOHG�DIWHU�WKH�FR�JHQHUDWLRQ�SODQW�LV�RSHUDWLRQDO�

7KH�6ZHGLVK�GHOLYHU\�FRQVLVWHG�RI�
)RU�WKH�WUDQVLWLRQ�DQG�GLVWULEXWLRQ�QHWZRUN�
��SUHIDEULFDWHG��SUHLQVXODWHG�SLSHV
��&RPSHQVDWRUV
��SXPSV�DQG�YDOYHV

)RU�WKH�6XEVWDWLRQV�
��KHDW�H[FKDQJHUV�
��ILOWHUV
��GLVWULEXWLRQ��DQG�ZDWHU�SXPSV
��VKXW�RII�DQG�UHJXODWLQJ�YDOYHV

2WKHU�
��FRPSXWHUL]HG�FRQWURO�DQG�PRQLWRULQJ�V\VWHP�IRU�WKH�WKUHH�ODUJHU�KHDW�H[FKDQJHUV�LQ

VXEVWDWLRQV��DQG�IRU�WKH�RSHUDWLQJ�FHQWHU�LQ�WKH�-LDPXVL�FRJHQHUDWLRQ�SODQW
��IRDPLQJ�PDFKLQH
��KHDW�FDPHUD
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,Q�DGGLWLRQ��WKH�VXSSOLHU��RUJDQL]HG�D�VWXG\�YLVLW��IRU����SHUVRQV�GXULQJ�WKUHH�ZHHNV�LQ
6ZHGHQ��WUDLQLQJ��IRU�SODQQLQJ��LQVWDOODWLRQ��RSHUDWLRQ�DQG�PDLQWHQDQFH�IRU���SHUVRQV
GXULQJ���ZHHNV�LQ�&KLQD��DV�ZHOO�DV�IRXU�ZHHNV�RI�LQVWDOODWLRQ�VXSHUYLVLRQ�
7KH�WHFKQLFDO�DSSUDLVDO�FDUULHG�RXW�E\�%,76�IRXQG�WKH�DPRXQW�RI�WUDLQLQJ�WR�EH�RQ�WKH
ORZ�VLGH�

2I�WKH�WRWDO�FRQWUDFW�DPRXQW��ZKLFK�LV�������0�6(.��������ZDV�IRU�HTXLSPHQW
DQG�VSDUH�SDUWV�������IRU�WUDQVSRUW�DQG�SDFNDJLQJ��ZKLOH���������ZDV�IRU�WUDLQLQJ��VWXG\
YLVLWV�DQG�VXSHUYLVLRQ�

6XEFRQWUDFWRUV�WR�WKH�PDLQ�FRQWUDFWRU�3RZHUSLSH��DUH�WKH�IROORZLQJ�6ZHGLVK�ILUPV�
6$77�&RQWURO��$OID�/DYDO�7KHUPDO��.6%�0|UFN��.:+�7HFK��*UXQGIRVV��DQG�6FDQSXPS�

7KH�ORFDO�SDUW�RI�WKH�SURMHFW�LV�ILQDQFHG�WKURXJK�D�FRQQHFWLRQ�ORDQ��DPRXQWLQJ�WR���
PLOOLRQ�50%��7KH�WRWDO�����PLOOLRQ�VTP�RI�EXLOGLQJ�DUHD�ZKLFK�LV��WR�EH�EXLOW�XQWLO�\HDU
�����ZDV�SODQQHG�WR�JHQHUDWH��FRQQHFWLRQ�ORDQV�RI�D�WRWDO�RI�����PLOOLRQ�50%��7KLV
IXWXUH�IXQGLQJ�ZDV�DOVR�XVHG�E\�WKH�FRPSDQ\�WR�JXDUDQWHH�UHSD\PHQW�RI�ORDQV�
7KH�-LDPXVL�FLW\�KDV�H[WHQGHG�D�JXDUDQWHH�WR�WKH�%DQN�RI�&KLQD�IRU�WKH�FRPSDQ\�V
WLPHO\�UHSD\PHQW�RI�WKH�ORDQ�

%HIRUH�WKH�SURMHFW�KHDW�ZDV�VXSSOLHG�GLUHFWO\�WR�WKH�FXVWRPHUV�YLD�������VPDOO
µVXEVWDWLRQVµ��EXW�ZLWKRXW�DQ\�KHDW�H[FKDQJHUV�LQ�EHWZHHQ��7KH�SLSLQJ�FRQVLVWHG�RI�VWHHO
SLSHV�LQVXODWHG�ZLWK�PLQHUDO�ZRRO�DQG�SODFHG�LQ�D�FRQFUHWH�FXOYHUWV�LQ�WKH�JURXQG�

7KH�FRQVWUXFWLRQ�RI�GLVWULFW�KHDWLQJ�LQ�-LDPXVL�VWDUWHG�LQ������DQG�DW�WKH
RXWVHW�RI�WKH�SUHVHQW�SURMHFW�VRPH�����PLOOLRQ�VTP�RU������RI�WKH�WRWDO�EXLOGLQJ�DUHD
LQ�WKH�FLW\�ZDV�VXSSOLHG�EH�GLVWULFW�KHDWLQJ��7KH�PDLQ�KHDW�VRXUFH�ZDV�WKH�VWDWH�
RZQHG�-LDPXVL�FR�JHQHUDWLRQ�SODQW�ZKLFK�FDQ�VXSSO\�����PLOOLRQ�VTP�RU�����0:��,Q
RUGHU�WR�PHHW�WKH�H[SHFWHG�YHU\�ELJ�H[SDQVLRQ�RI�'+�LQ������D�QHZ�FR�JHQHUDWLRQ
SODQW�ZDV�VWDUWHG�WR�EH�FRQVWUXFWHG�

-LDPXVL�LV�DQ�LQGXVWULDO�FLW\�ZLWK�����PLOOLRQ�LQKDELWDQWV��RI�ZKLFK�DERXW���������OLYH
LQ�WKH�FLW\�FHQWHU��7KH�UHVSRQVLELOLW\�IRU�WKH�GLVWULFW�KHDWLQJ�H[SDQVLRQ�RI�WKH�FLW\�DQG
IRU�WKLV�SURMHFW�LV�WKH�VWDWH�RZQHG�-LDPXVL�'LVWULFW�+HDWLQJ�&RPSDQ\��IRXQGHG�LQ�����
ZLWK�����HPSOR\HHV��7RGD\�WKH�WRWDO�QXPEHU�RI�HPSOR\HHV�LV������������"��
LQFOXGLQJ�VXEVLGLDU\�DFWLYLWLHV��ZKLFK�WKH�FRPSDQ\�NHHSV�LQ�RUGHU�WR�HYHQ�RXW�WKH
VHDVRQDO�HIIHFWV�RQ�HFRQRPLF�DFWLYLW\��VLQFH�WKH�GLVWULFW�KHDWLQJ�SDUW�LV�RQO\�RSHUDWLQJ
VL[�PRQWKV�RI�WKH�\HDU���IURP�6HSWHPEHU����WR�$SULO������,Q�DGGLWLRQ�WR�GLVWULFW
KHDWLQJ��ZKLFK�LV�WKH�PDLQ�DFWLYLW\��WKH�FRPSDQ\�KDV�LWV�RZQ�FRQVWUXFWLRQ�DV�ZHOO�D
GHVLJQLQJ�GLYLVLRQV��EXW�DOVR�HFRQRPLF�DFWLYLW\�LQ�LQVWDOODWLRQV��IDUPODQG�IRU�FHUHDO
SURGXFWLRQ��OXPEHU�WUHH�SODQWDWLRQV�DQG�HYHQ�WRXULVP�HVWDEOLVKPHQWV�

&KLQD�1DWLRQDO�PDFKLQH�DQG�(TXLSPHQW�LPSRUW�H[SRUW�VLJQHG�WKH�FRQWDFW�RQO\�DV�D
PDWWHU�RI�IRUPDOLW\���-'+�LQ�SUDFWLFH�FRQWUROOHG�WKH�HQWLUH�SXUFKDVH�DQG�DOO�WKH
GHFLVLRQV
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����0SKMGEP�JVEQI[SVO�ERH�+SEP�LMIVEVGL]

7KH�LQIRUPDWLRQ�RQ�LQSXWV�DQG�DFWLYLWLHV�DV�ZHOO�DV�WKH�SURMHFW�V�H[SHFWHG�RXWSXWV��HIIHFWV
DQG�LPSDFWV�FDQ�EH�RUJDQL]HG�LQ�WKH�IROORZLQJ�RXWOLQH�RI�ORJLFDO�IUDPHZRUN�VFKHGXOH�

7DEOH�����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�-LDPXVL�'LVWULFW�+HDWLQJ�SURMHFW

7$5*(76��$1'�2%-(&7,9(6��$7
',))(5(17�/(9(/6

$668037,216�0$'(�
5(675,&7,216

&ULWHULD�IRU
PHDVXUHPHQW�
LQGLFDWRUV

$FKLHYHG

,QSXWV���(TXLSPHQW�LPSRUWHG�IURP�6ZHGHQ� &UHGLW�LQWHUPHGLDWLRQ�RI
%DQN�RI�&KLQD�WR�PDWHULDOL]H

)RU�WKH�WUDQVLWLRQ�DQG�GLVWULEXWLRQ�QHWZRUN�
��SUHIDEULFDWHG��SUHLQVXODWHG�SLSHV
��&RPSHQVDWRUV
��SXPSV�DQG�YDOYHV

)RU�WKH�6XEVWDWLRQV�
��KHDW�H[FKDQJHUV�
��ILOWHUV
��GLVWULEXWLRQ��DQG�ZDWHU�SXPSV
��VKXW�RII�DQG�UHJXODWLQJ�YDOYHV

�&RPSXWHUL]HG�FRQWURO�DQG�PRQLWRULQJ�V\VWHP
�WR�VHUYLFH�WKUHH�ODUJHU�KHDW�H[FKDQJHUV�LQ
VXEVWDWLRQV��DQG�WR�WKH�RSHUDWLQJ�FHQWHU�LQ�WKH
-LDPXVL�FRJHQHUDWLRQ�SODQW
)RDPLQJ�PDFKLQH
+HDW�FDPHUD
6WXG\�YLVLW���WUDLQLQJ
,QVWDOODWLRQ�VXSHUYLVLRQ�

$FWLYLWLHV
%XLOGLQJ�D�����NP�ORQJ�WUDQVPLVVLRQ�SLSH�OLQH
IURP�WKH�QHZ�SRZHU�SODQW�LQ�-LDPXVL�WR�WKH
FLW\�GLVWULEXWLRQ�QHWZRUN�
��&LYLO�ZRUNV
%XLOGLQJ�D�GLVWULEXWLRQ�QHWZRUN��LQFOXGLQJ
VXEVWDWLRQV
5HFRQVWUXFWLRQ�RI���SLSH�VHFWLRQV��LQ�WKH
H[LVWLQJ�QHWZRUN
,QVWDOODWLRQ�RI�D����0:�ERLOHU
,QVWDOODWLRQ�RI�KHDW�H[FKDQJHUV��SXPSV�DQG
SUHVVXUH�YHVVHOV�LQ�-LMLDQJ�DQG�7LH[L�%RLOHU
KRXVHV

2XWSXWV
��)XQFWLRQLQJ�GLVWULFW�KHDWLQJ�V\VWHP�ZLWK 7KH�QHZ�FR�JHQHUDWLRQ�SODQW
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FRQQHFWHG�DUHD�RI�[�VTP EHLQJ�EXLOW�WR�EH�FRPSOHWHG�RQ
WLPH

(IIHFWV
��1HW�VDYLQJV�RI�[�WRQV�RI�FRDO�DQQXDOO\
��5HGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�62��
&2��SDUWLFXODWHV
��5HGXFHG�WUDQVSRUWDWLRQ�QHHGV�RI�FRDO
��(QKDQFHG�3URORQJHG�WHFKQLFDO�OLIHWLPH�RI
'+�V\VWHP
��)LQDQFLDOO\�VXVWDLQDEOH�RSHUDWLRQ�E\�'+�
FRPSDQ\

$Q�HQYLVDJHG�WDULII�UDLVH�WR�EH
LPSOHPHQWHG�E\�WKH
DXWKRULWLHV

,PSDFWV
��,PSURYHG�KHDOWK�RI�FLW\�V�LQKDELWDQWV
��(FRQRPLF�VDYLQJV�IRU�WD[�SD\HUV
��PRUH�FRPIRUWDEOH�OLYLQJ�IRU�FLW\�V
LQKDELWDQWV
��'HPRQVWUDWLRQ��HIIHFW�UHJDUGLQJ�'LVWULFW
+HDWLQJ�7HFKQRORJ\�YLVDYLV�RWKHU�&KLQHVH
FLWLHV

7KH�FDXVDO�OLQNV��EHWZHHQ�WKH�YDULRXV�IDFWRUV�RI�WKH�ORJLFDO�IUDPHZRUN�WDEOH�FDQ�EH�VKRZQ
LQ�D�JRDO�KLHUDUFK\�PRGHO�OLNH�LQ�ILJXUH���RQ�WKH�QH[W�SDJH�
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)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�-LDPXVL�'LVWULFW�+HDWLQJ�SURMHFW

,13876 $&7,9,7,(6 2873876 ())(&76 ,03$&76

Domestically
produced
equipment

Building a
distribution
network
including
substations

Reconstruc-
tion of 5 pipe
sections  in
the
existing
network

Civil works

Building a 6,3
km long
transmission
pipe-line  from
the new power
plant in
Jiamusi to the
i

1 million
extra sqm
heating
area
connected
to a
functioning
district
heating
system- by

Closure
of many
smaller
inefficient
boilers

Dramatically
reduced
emissions of
- particulates
- coal dioxide
- sulfur dioxide
- natrium oxides

Net savings
of Y
tons of coal
annually

Reduced
transport-
ation needs
of coal

Enhanced
technology
and
prolonged
lifetime of
DH-system

City real
estate
freed by
evacuated
boilers

Achieve financial  and economic
profitability

Transfer of knowledge
regarding DH-technology

Improved
health
of city´s
inhabitants

Economic
savings for
tax-payers

More
comfortable
living for
city´s
inhabitants

Demonstration
effect
regarding
District
Heating
Technology
visavis other
Chinese cities

For the transition
and distribution
network::
- prefabricated,
preinsulated pipes
- Compensators
- pumps and
valves

For Substations:
- heat exchangers,
- filters
- distribution  and
water pumps
- shut-off and

l ti l

Computerized
control  and moni-
toring system to
service three larger
heat exchangers in
substations, and to t
operating center
in the Jiamusi

Foaming
machine

Heat camera

Study visit;
training

Installation
supervision.

Installation
of a 29 MW
boiler

Installation of
heat
exchangers,
pumps and
pressure
vessels in
Jijiang and
Tiexi Boiler
houses



155

����2IKSXMEXMSRW��4VSGYVIQIRX

)LQDO�RIIHUV�ZHUH�KDQGHG�LQ�E\�WZR�6ZHGLVK�ILUPV���3RZHUSLSH��DQG�$%%�)MlUUYlUPH�$%�
$FFRUGLQJ�WR�WKH�FRPSDQ\�V�UHSRUW�RQ�WKH�UHVXOW�RI�WKH�WHQGHU��ERWK�RI�WKH�ELGGHUV�PHW
WKH�UHTXLUHPHQWV�Z�U�W��WHFKQLTXH�DQG�TXDOLW\��3RZHUSLSH�ZDV�FKRVHQ�µGXH�WR�WKH�ORZ
DQG�UHDVRQDEOH�SULFH�DV�ZHOO�DV�UHOLDEOH�WHFKQLTXHµ���7KH�SULFH�GLIIHUHQFH�EHWZHHQ�WKH
ELGGHUV�ZDV�DOPRVW���PLOOLRQ���6(.������������FRPSDUHG�WR������������

$W�DQ�HDUOLHU�VWDJH�RI�WKH�WHQGHULQJ�SURFHGXUH�WKH�FOLHQW�DSSDUHQWO\�KDG�LQ�PLQG�WR
FKRRVH�WKH�RWKHU�ILUP��$%%�)MlUUYlUPH��ZKLFK�OHG�3RZHUSLSH�WR�FRPSODLQ�ELWWHUO\�WR
%,76��LQGLFDWLQJ�WKDW�LW�VXVSHFWHG�LWV�FRPSHWLWRU�RI�KDYLQJ�H[HUWHG�XQGXH�SUHVVXUH�RQ�WKH
FOLHQW���%,76��WKURXJK�WKH�6ZHGLVK�(PEDVV\�LQ�%HLMLQJ��WKHQ�UHTXHVWHG�WKDW�WKH�&KLQHVH
PLQLVWU\�02)7(&�ORRN�LQWR�WKH�DOOHJDWLRQV�RI�DQ\�ZURQJGRLQJ�RU�LPSURSULHWLHV��DQG
WKDW�WKH\�SURYLGH�%,76�ZLWK�D�IXOO�UHSRUW�RQ�WKH�RI�WKH�WHQGHULQJ�SURFHVV�D�WHQGHU
HYDOXDWLRQ�SURWRFRO

2Q�DQRWKHU�RFFDVLRQ�3RZHUSLSH�H[SUHVVHG�LWV�RSLQLRQ�WKDW�VWDWHPHQWV�PDGH�E\
%,76�UHJDUGLQJ�WKH�DSSURSULDWH�SLSH�GLPHQVLRQV�KDG�SURPSWHG�WKH�FOLHQW�WR����XQMXVWO\��
IDYRU��LWV�FRPSHWLWRU��%,76��RQ�LWV�SDUW��GHQLHG�WKDW�WKH\�KDG�H[HUWHG�DQ\�XQGXH
LQIOXHQFH��RWKHU�WKDQ�LWV�QDWXUDO�ULJKW�WR�H[SUHVV�LWV�RSLQLRQ�RQ�ZKDW�WKH\�WKRXJKW�ZDV�WKH
EHVW�WHFKQLFDO�VROXWLRQ�

$SSDUHQWO\�3RZHUSLSH�V�FRPSODLQWV�SDLG�RII��EHFDXVH��VKRUWO\�WKHUHDIWHU��WKH
FOLHQW�IRUPDOO\�GHFLGHG�WR�DFFHSW�3RZHUSLSH�V�RIIHU�

7KH�GLVFXVVLRQ�UHJDUGLQJ�WKH�DSSURSULDWH�WKLFNQHVV�RI�WKH�SLSHV�ZDV�WKLV��$%%�KDG
PDLQWDLQHG�WKDW�LWV�FRPSHWLWRU�3RZHUSLSH�ZDV�QRW�IROORZLQJ�6ZHGLVK�VWDQGDUGV
UHJDUGLQJ�DSSURSULDWH�WKLFNQHVV��WKHUHE\�FUHDWLQJ�D�YHU\�WHQVH�UHODWLRQ�EHWZHHQ�WKH�WZR
FRPSDQLHV�

$FFRUGLQJ�WR�DQ�LQGHSHQGHQW�FRQVXOWDQW�)MlUUYlUPHE\UnQ���UHWDLQHG�E\�%,76�WR
VHWWOH�WKH�PDWWHU��WKHUH�LV�QR�VHW�VWDQGDUG�UHJDUGLQJ�WKH�WKLFNQHVV�RI�WKH�LVRODWLRQ�IRU
SLSHV�WKDW�DUH�ODLG�GRZQ�LQ�FXOYHUWV��7KH�RSWLPDO�WKLFNQHVV�EHFRPHV�D�TXHVWLRQ�RI
HFRQRP\�DQG�LV�WKHUHIRUH��LQWHU�DOLD���D�IXQFWLRQ�RI�WKH�UHODWLYH�FRVW�RI�HQHUJ\�

$%%�VWDWHG�WKDW�3RZHUSLSH�V�LVRODWLRQ�ZDV�RQO\����PP�WR�EH�FRPSDUHG�ZLWK���
ZKLFK�LV�QRUPDO�LQ�6ZHGHQ��DQG�WKHUHIRUH��DFFRUGLQJ�WR�LQIRUPDWLRQ�JLYHQ�WR�%,76��WKH
HQHUJ\�ORVV�ZLWK�SLSHV�RIIHUHG�E\�3RZHUSLSH�ZRXOG�EH�����WR�����FRPSDUHG�WR�����
ZLWK�SLSHV�DFFRUGLQJ�WR�WKH�6ZHGLVK�QRUP��,QWHUHVWLQJO\�HQRXJK�KRZHYHU�DOVR�$%%�V
SLSHV�ZHUH�EHORZ�WKH�6ZHGLVK�QRUP��DV�WKH�UHVSHFWLYH�HQHUJ\�ORVV�ZDV�HVWLPDWHG�WR�EH��
WR�������

)LQGLQJ��7KHUH�ZHUH�VHYHUDO�FRQWURYHUVLHV�ZLWK�VRPH�ELGGLQJ
6ZHGLVK�FRPSDQLHV�FODLPLQJ�WKDW�VRXQG�SURFXUHPHQW�UXOHV�KDG
EHHQ�YLRODWHG��0\�LPSUHVVLRQ�LV�WKDW�QRQH�RI�WKH�DOOHJHG�IDXOWV�ZHUH
RI�D�YHU\�VHULRXV�QDWXUH�
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7KLV��LQYROXQWDU\��LQWHUYHQWLRQ�RQ�SDUW�RI�%,76�OHG�WR�D�VROH�VHDUFKLQJ�ZLWKLQ�WKH�DJHQF\
UHJDUGLQJ�QRW�RQO\�ZKDW�SRVLWLRQ�WR�WDNH�LQ�WKLV�SDUWLFXODU�LQVWDQFH��EXW�PRUH
LPSRUWDQWO\��RQ�LWV�JHQHUDO�SROLF\��6KRXOG�LW�JR�LQ�D�DQG�VFUXWLQL]H�SURSRVDOV�DW�DQ�HDUO\
VWDJH��JHWWLQJ�WKH�DGYDQWDJH�RI�EHLQJ�DEOH�WR�RIIHU�DGYLFH�WR�WKH�FOLHQW�DQG�QRW�ULVNLQJ�WR
KDYH�WR�VD\�QR�WR�D�FUHGLW�UHTXHVW�DW��YHU\�ODWH�VWDJH�RI�D�SURMHFW��,I�\HV��VKRXOG�LW�DOVR�SOD\
DQ�DFWLYH�UROH�LQ�WKH�WHQGHULQJ�SURFHGXUH"�(YHQ�WKRXJK�QR�FRQFUHWH�GHFLVLRQ�UHJDUGLQJ
WKH�DSSURSULDWH�GHJUHH�RI�LQYROYHPHQW�LQ�WKH�IXWXUH��ZDV�WDNHQ��WKH�LQWHUQDO�GHEDWH�ZDV
FRQVWUXFWLYH�DQG�FDQ�KDYH�EHHQ�H[SHFWHG�WR�HQKDQFH�%,76��URXWLQHV�

/LNH�LQ�WKH�FDVH�RI�WKH�GLVWULFW�KHDWLQJ�SURMHFW�LQ�'DOLDQ��ZKHUH�3RZHUSLSH�ZDV�DOVR�WKH
6ZHGLVK�FRQWUDFWRU��%,76�UHTXHVWHG�WKDW�3RZHUSLSH�V�PRWKHU�FRPSDQ\�DQG�RZQHU�LVVXH
D�JXDUDQWHH�IRU�IXOILOOPHQW�RI�DOO�LWV�FRQWUDFWXDO�REOLJDWLRQV��WR�LWV�&KLQHVH�FOLHQW�DV�D
SUHFRQGLWLRQ�IRU�JUDQWLQJ�WKH�FRQFHVVLRQDU\�ORDQ��7KH�PRWLYH�EHKLQG�WKLV�ZDV�WKDW
3RZHUSLSH�KDG�VKRZQ�ILQDQFLDO�ORVVHV�LQ�WKH�SUHFHGLQJ�EXGJHW�\HDUV�

%HIRUH�WKH�0LQLVWU\�LQ�%HLMLQJ��02)7(&���HYHQWXDOO\�GHFLGHG�WKDW�WKH�-LDPXVL
GLVWULFW�KHDWLQJ�SURMHFW�VKRXOG�EH�µJLYHQµ�WR�6ZHGHQ��WKH�FRPSDQ\�KDG�FRQWDFWV�ZLWK
SRWHQWLDO�VXSSOLHUV�LQ�DOVR�RWKHU�FRXQWULHV�WKDQ�6ZHGHQ��$W�WKDW�VWDJH�WKH�6ZHGLVK
VXSSOLHU�RIIHUHG�D�SULFH������ORZHU�WKDQ�D�'DQLVK�FRPSHWLWRU��7KH�'DQLVK�FUHGLW�ZDV
RQO\���\HDUV�DQG�WKH�6ZHGLVK�RQH�������7KH�RWKHU�ELGGHUV�ZHUH�1RUZD\�DQG
)LQODQG�

����-QTPIQIRXEXMSR

,Q�D�UHSRUW��JLYHQ�WR�WKLV�HYDOXDWRU�RQ�$SULO���������WKH�FRPSDQ\�VWDWHV�WKDW�WKH�SURMHFW
DQG�LWV�DX[LOLDU\�DFWLYLWLHV�KDYH�EDVLFDOO\�EHHQ�ILQLVKHG��$�����NP�ORQJ�SLSHOLQH�KDV�EHHQ
EXLOW�ZKLFK�LV������NP�ORQJHU�WKDQ�SODQQHG��$�IRXUWK�ERLOHU�ZLWK����0:�FDSDFLW\�KDV
EHHQ�LQVWDOOHG��WKH�FRPSXWRU�FRQWURO�V\VWHP�KDV�EHHQ�VHW�XS�DQG�SXW�LQ�RSHUDWLRQ�LQ
�����

+RZHYHU�GXH�WR�WKH�IDFW�WKDW�WKH�-LDPXVL�FR�JHQHUDWLRQ�SODQW�GLG�QRW�WHVW�UXQ
XQWLO�1RYHPEHU������WKH�ERLOHU�KRXVHV�KDYH�QRW�\HW�EHHQ�FRQYHUWHG�WR�KHDW�VXE�VWDWLRQV
DFFRUGLQJ�WR�RULJLQDO�SODQ��7KH�SURMHFW�SODQ�FDQQRW�EH�FDUULHG�RXW�EHIRUH�WKH�FR�
JHQHUDWLRQ�SODQW�LV�SXW�LQWR�IXOO�RSHUDWLRQ��ZKLFK�LV�QRZ�H[SHFWHG�WR�KDSSHQ�LQ�2FWREHU
������%HIRUH�WKHQ�LW�LV�REYLRXVO\�QRW�SRVVLEOH�WR�GLVPDQWOH�WKH�H[LVWLQJ�ERLOHUV�VFDWWHUHG
RYHU�WRZQ�DV�WKH\�DUH�VWLOO�QHHGHG�IRU�KHDW�JHQHUDWLRQ�

6R��EHFDXVH�WKH�FRQVWUXFWLRQ�RI�WKH�FR�JHQHUDWLRQ�SODQW�KDV�QRW�EHHQ�ILQLVKHG
DFFRUGLQJ�WR�SODQ��WKH�SURMHFW�LV�FXUUHQWO\�UXQQLQJ�DERXW�RQH�\HDU�EHKLQG�VFKHGXOH�
7KH�UHVSRQVLELOLW\�IRU�WKH�FRJHQHUDWLRQ�SODQW�UHVWV�ZLWK�DQRWKHU�VWDWH�FRPSDQ\��DQG
WKLV�ZRUN�FDQ�QRW�EH�VSHHGHG�XS�DW�WKH�GLVFUHWLRQ�RI�-'+��7KH�UHDVRQ�IRU�WKH�GHOD\
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ZLWK�WKH�FR�JHQHUDWLRQ�SODQW�FRQVWUXFWLRQ�LV�UHSRUWHGO\�WKDW�WKLV�RWKHU�FRPSDQ\�KDG
SUREOHPV�RI�UDLVLQJ�ILQDQFH�

)LQGLQJ��%HFDXVH�WKH�FRQVWUXFWLRQ�RI�WKH�FR�
JHQHUDWLRQ�SODQW�KDV�QRW�EHHQ�ILQLVKHG�DFFRUGLQJ�WR
SODQ��WKH�SURMHFW�LV�FXUUHQWO\�UXQQLQJ�DW�OHDVW�RQH�\HDU
EHKLQG�VFKHGXOH��7KH�UHVSRQVLELOLW\�IRU�WKH
FRJHQHUDWLRQ�SODQW�UHVWV�ZLWK�DQRWKHU�VWDWH�FRPSDQ\�
DQG�WKLV�ZRUN�FDQ�QRW�EH�VSHHGHG�XS�DW�WKH�GLVFUHWLRQ
RI�-'+�

,Q�WKH�VSULQJ�RI������WKH�DOORZHG�GLVEXUVHPHQW�WLPH�RI�WKH�%,76�FUHGLW�ZDV
SURORQJHG�WR�-XO\���VW������WKURXJK�D�GHFLVLRQ�E\�%,76�

,Q�WKH�DERYH�PHQWLRQHG�UHSRUW�LW�LV�DOVR�H[SODLQHG�WKDW�WKH�UHDVRQ�ZK\�WKH�FRQWUDFW�ZLWK
WKH�6ZHGLVK�VXSSOLHU�GLG�QRW�FRPH�LQWR�HIIHFW�XQWLO�-XQH�������ZDV�QRW�RQO\�EHFDXVH�RI
WKH�KHVLWDWLRQ�VKRZQ�E\�WKH�%DQN�RI�&KLQD��WR�DFW�DV�LQWHUPHGLDU\�IRU�WKLV�ORDQ��EXW�DOVR
GXH�WR�WKH�UHRUJDQL]DWLRQ�XQGHUWDNHQ�DW�%,76��,W�KDV�QRW�EHHQ�SRVVLEOH�WR�HVWDEOLVK�ZKDW
WKLV�UHIHUV�WR��1RQH�RI�WKH�RIILFHUV�DW�%,76�RU�6LGD�VHHP�WR�EH�DZDUH�RI�DQ\
DGPLQLVWUDWLYH�GLIILFXOWLHV�RQ�WKH�GRQRU�VLGH�ZKLFK�ZRXOG�KDYH�GHOD\HG�WKH�FUHGLW�

$QRWKHU�SUREOHP�UHSRUWHG�E\�WKH�FRPSDQ\�LV�WKDW��EHFDXVH�WKH�FRPSDQ\�WKURXJK�D
*RYHUQPHQW�GHFLVLRQ��ZDV�DERXW�WR�ORRVH�LWV�WDULII�IUHH�VWDWXV�DV�RI�-DQXDU\���VW������
WKH�FRPSDQ\�KDG�UHTXHVWHG�WKDW�3RZHUSLSH�VSHHG�XS�LWV�GHOLYHULHV�VR�DV�WR�VHQG�DOO
WKH�HTXLSPHQW�WR�'DOLDQ�SRUW�E\�'HFHPEHU���VW�������3RZHUSLSH��RQ�LWV�SDUW�
IRUPDOO\�XQGHUWRRN�WR�GR�WKDW��EXW�DSSDUHQWO\�IDLOHG�WR�FDUU\�LW�RXW�DV�RQO\����RI�WKH
FRQWDLQHUV�DUULYHG�LQ�'DOLDQ��2I�WKH�UHPDLQLQJ�RQHV����ZHUH�VHQW�WR�6KDQJKDL�DQG���
WR�<DQWLDQ��ZKLFK�FRVW�WKH�FRPSDQ\�DQ�H[WUD����������50%�LQ�WUDQVSRUWDWLRQ�FRVWV�
,Q�WKH�FRPSDQ\·V�H\HV�WKLV�LV�D�FRVW�ZKLFK�VKRXOG�EH�ERUQ�E\�WKH�VXSSOLHU��$FFRUGLQJ
WR�3RZHUSLSH�LW�LV�WKH�0DHUVN�VKLSSLQJ�OLQH�ZKLFK�LV�UHVSRQVLEOH�IRU�WKLV�UHURXWLQJ�
DQG�DV�3RZHUSLSH�IHOW�LW�KDG�GRQH�QRWKLQJ�ZURQJ�DFFRUGLQJ�WR�WKH�VLJQHG�FRQWUDFW��LW
ZDV�QRW�SRVVLEOH�IRU�WKH�-LDPXVL�'+�FRPSDQ\�WR�UHFRYHU�DQ\�IXQGV�IURP�WKH�VXSSOLHU�
7KH�LVVXH�UHPDLQV�XQUHVROYHG�WRGD\�

)LQGLQJ��%HFDXVH�RI�HUURUV�FRPPLWWHG�LQ�WKH�VKLSPHQW
SODQQLQJ�WKH�FRPSDQ\�LQFXUUHG�DQ�H[WUD���������
50%�LQ�WUDQVSRUWDWLRQ�FRVWV
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����6IWYPXW�SYXTYXW

9LVLW�WR�WZR�ERLOHU�KRXVHV
7KHUH�ZDV�QR�6ZHGLVK�HTXLSPHQW�LQ�WKHVH�WZR�ERLOHU�KRXVHV��$FFRUGLQJ�WR�WKH
FRPSDQ\�WKH\�ZHUH�ERWK�IXQFWLRQLQJ�ZHOO��+RZHYHU��DV�FRXOG�EH�RSWLFDOO\�YHULILHG�E\
DQ\�YLVLWRU��WKH\�ZHUH�QRW�NHSW�FOHDQ��7KHUH�ZDV�D�ORW�RI�GLUW�O\LQJ�DURXQG��SURGXFLQJ
D�IRXO�VPHOO�

,QVSHFWLRQ�RI�XQGHUJURXQG�SLSLQJ��V\VWHP
$FFRUGLQJ�WR�WKH�FRPSDQ\�WKH�LQVWDOODWLRQ�RI�WKH�SUHIDEULFDWHG�DQG��SUHLQVXODWHG
SLSHV��LPSRUWHG�IURP�6ZHGHQ��KDV�EHHQ�VXFFHVVIXOO\�FRPSOHWHG���'XULQJ�EULHI�YLVLWV�WR
VRPH�SRUWLRQV�RI�WKH�����NPV�ORQJ�SLSLQJ�V\VWHP��PDLQO\�FDUULHG�RXW�E\�ORRNLQJ�GRZQ
WKURXJK�PDQ�KROHV�LQ�WKH�FLW\�VWUHHWV��,�FRXOG�YHULI\�WKDW�WKLV�ZDV�DSSDUHQWO\�WKH�FDVH�

9LVLW�WR�FR�JHQHUDWLRQ�SODQW
7KH�PDLQ�SDUW�RI�WKH�FRPSXWHUL]HG�FRQWURO�HTXLSPHQW�GHOLYHUHG�IURP�6ZHGHQ�LV
LQVWDOOHG�LQ�WKH�FR�JHQHUDWLRQ�SODQW��7KLV�ZDV�FRPSOHWHG�LQ�������DQG�DFFRUGLQJ�WR
WKH�FRPSDQ\�LWV�RSHUDWLRQ�LV�WRGD\�VDWLVIDFWRU\�

9LVLW�WR�YDULRXV�VXE�VWDWLRQV
$FFRUGLQJ�WR�WKH�FRPSDQ\�DOO�WKH�LPSRUWHG�HTXLSPHQW�LQVWDOOHG�LQ�WKH�VXE�VWDWLRQV
DUH�SHUIRUPLQJ�ZHOO�DQG�LQ�JHQHUDO�DFFRUGLQJ�WR�H[SHFWDWLRQ��7KH�FRPSDQ\�LV
VSHFLDOO\�FRQWHQW�ZLWK�WKH�$OID�/DYDO�KHDW�H[FKDQJHUV������ZHUH�LPSRUWHG���ZKLFK
WKH\�ILQG�WR�EH�RI�YHU\�KLJK�TXDOLW\�

,QWHUHVWLQJO\�HQRXJK�WKH�VDPH�KHDW�H[FKDQJHUV�FRXOG�MXVW�D�IHZ�\HDUV�ODWHU�EH
SXUFKDVHG�IURP�WKH�QHZO\�HVWDEOLVKHG�$OID�/DYDO�MRLQW�YHQWXUH�LQ��6KDQJKDL�

)RDPLQJ�PDFKLQH
7KH�IRDPLQJ�PDFKLQH�KDV�QRW�EHHQ�IXQFWLRQLQJ�SURSHUO\��$W�SUHVHQW�LW�LV�RXW�RI�RUGHU
DQG�WKH�FRPSDQ\�ODFNV�VSDUH�SDUWV�WR�SXW�LW�LQ�RSHUDWLRQ���"�

)LQGLQJV��7KH�SUHIDEULFDWHG�SLSHV��WKH�FRPSXWHUL]HG
FRQWURO�HTXLSPHQW��DV�ZHOO�DV�WKH�YDULRXV�NLQGV�RI�HTXLSPHQW
IRU�WKH�VXE�VWDWLRQV��KDYH�DOO�EHHQ�VXFFHVVIXOO\�LQVWDOOHG��DQG
DFFRUGLQJ�WR�WKH�FRPSDQ\��DUH�WRGD\�RSHUDWLQJ�ZHOO�DQG
DFFRUGLQJ�WR�H[SHFWDWLRQ��7KH�FRPSDQ\�LV�VSHFLDOO\�FRQWHQW
ZLWK�WKH�$OID�/DYDO�KHDW�H[FKDQJHUV������ZHUH�LPSRUWHG��
ZKLFK�WKH\�ILQG�WR�EH�RI�YHU\�KLJK�TXDOLW\�
7KH�IRDPLQJ�PDFKLQH�KDV�QRW�EHHQ�IXQFWLRQLQJ�SURSHUO\��$W
SUHVHQW�LW�LV�RXW�RI�RUGHU�DQG�WKH�FRPSDQ\�ODFNV�VSDUH�SDUWV�WR
SXW�LW�LQ�RSHUDWLRQ�
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7UDLQLQJ
7KH�FRPSDQ\�LV�TXLWH�VDWLVILHG�ZLWK�WKH�UHVXOWV�RI�WKH�WUDLQLQJ�FDUULHG�RXW�DQG�FODLPV
WKDW�WKH�UHVXOWV�PHHW�WKH�FRPSDQ\�V�H[SHFWDWLRQV��$V�IRU�WKH�FRPSDQ\�V�FDSDELOLW\
WRGD\�RI�KDQGOLQJ�WKH�V\VWHP�WKH\�IHHO�WKH\�KDYH�D�JRRG�FRPPDQG�RI�WKH�ZKROH
V\VWHP�DQG�IHHO�WKH\�DUH�DEOH�WR�RSHUDWH�LW�ZLWK�RXW�DQ\�SUREOHPV�

,Q�LWV�DSSUDLVDO�RI�WKLV�SURMHFW�%,76�VXJJHVWHG�WKDW�WKH�WUDLQLQJ��DQG
VXSHUYLVLRQ�SDUW�RI�WKH�FRQWUDFW�VKRXOG�EH�HQODUJHG�FRQVLGHUDEO\��7KH�WUDLQLQJ�VKRXOG
IRFXV�RQ�SUDFWLFDO�WUDLQLQJ�IRU�WKH�WHFKQLFLDQV�DQG�PDQDJHUV�GLUHFWO\�LQYROYHG�LQ�WKH
SURMHFW�

0DLQWHQDQFH
,W�LV�DOVR�VDWLVILHG�ZLWK�WKH�IROORZ�XS�DQG�PDLQWHQDQFH�LQSXWV�SURYLGHG�E\�WKH�6ZHGLVK
VXSSOLHU��,Q�VRPH�LQVWDQFHV�3RZHUSLSH�KDG�UHSODFHG�DQG�UHSDLUHG�HTXLSPHQW�IUHH�RI
FKDUJH��,Q�JHQHUDO�WKH�FRPSDQ\�DOVR�IHHOV�WKDW�LW�KDV�JRRG�FRRSHUDWLRQ�ZLWK�WKH�VXSSOLHU
3RZHUSLSH�

)LQGLQJ��7KH�FRPSDQ\�LV�TXLWH�VDWLVILHG�ZLWK�WKH�UHVXOWV�RI
WKH�WUDLQLQJ�FDUULHG�RXW�DQG�FODLPV�WKDW�WKH�UHVXOWV�PHHW
WKH�FRPSDQ\�V�H[SHFWDWLRQV��7KH\�IHHO�WKH\�KDYH�D�JRRG
FRPPDQG�RI�WKH�ZKROH�V\VWHP�DQG�IHHO�WKDW�WKH\�DUH�DEOH
WR�RSHUDWH�LW�ZLWKRXW�DQ\�SUREOHPV���7KH�FRPSDQ\�LV�DOVR
VDWLVILHG�ZLWK�WKH�IROORZ�XS�DQG�PDLQWHQDQFH�SURYLGHG�E\
WKH�6ZHGLVK�VXSSOLHU��,Q�JHQHUDO�WKH�FRPSDQ\�DOVR�IHHOV
WKDW�LW�KDV�JRRG�FRRSHUDWLRQ�ZLWK�WKH�VXSSOLHU�3RZHUSLSH

/RFDO�SURGXFWLRQ�RU�LPSRUWV
6RPH�RI�WKH�HTXLSPHQW�WKDW�ZDV�SXUFKDVHG�IURP�6ZHGHQ�FDQ�WRGD\�DOVR�EH�ERXJKW
RQ�WKH�ORFDO�PDUNHW��RIWHQ�PDQXIDFWXUHG�E\�YDULRXV�IRUHLJQ�MRLQW�YHQWXUHV��$�FDVH�LQ
SRLQW�LV�WKH�$OID�/DYDO�MRLQW�YHQWXUH�LQ�6KDQJKDL�ZKLFK�SURGXFHV�YLUWXDOO\�WKH�VDPH
KHDW�H[FKDQJHUV�WKDW�-'+�LPSRUWHG�IURP�6ZHGHQ�

$QRWKHU�H[DPSOH�LV�LQ�QHDU�E\��+DUELQ�ZKHUH�WKHUH�LV�D�SODQW�SURGXFLQJ�SLSHV
RI�FRPSDUDEOH�TXDOLW\�DV�WKH�6ZHGLVK�SLSHV�

,Q�WKH�RSLQLRQ�RI�WKH�VRPH�RI�WKH�FRPSDQ\�V�VHQLRU�HQJLQHHUV��WKDW�,
LQWHUYLHZHG��YLUWXDOO\�DOO�RI�WKH�HTXLSPHQW��HYHQ�WKH�FRPSXWHU�FRQWURO�HTXLSPHQW�
FRXOG�KDYH�EHHQ�SXUFKDVHG�ORFDOO\���ERWK�WKH�KDUG�DQG�VRIWZDUH��3RVVLEO\�LQ������WKH
FRPSXWHU�FRQWURO�V\VWHPV�ZRXOG�KDYH�EHHQ�RI�OHVVHU�TXDOLW\�EXW�WKLV�LV�QR�ORQJHU
QHFHVVDULO\�WUXH�WRGD\�



160

)XUWKHU�GLVFXVVLRQV�LQ�PRUH�GHWDLO�UHYHDOHG��KRZHYHU��WKDW�WKHUH�DUH�GHILQLWH
GLIIHUHQFHV�EHWZHHQ�WKH�6ZHGLVK�DQG�&KLQHVH�HTXLSPHQW��QRW�RQO\�LQ�WHUPV�RI�TXDOLW\
DQG�GXUDELOLW\��EXW�DOVR�LQ�IXQFWLRQ��2QH�H[DPSOH�ZRXOG�EH�WKDW�WKH�6ZHGLVK�SLSHV
KDYH�D�FRPSXWHUL]HG�DODUP�LQVWDOOHG��ZKLFK�ZDUQV�DJDLQVW�OHDNDJHV��2QH�HQJLQHHU
WKRXJKW�WKDW�WKLV�FRXOG�DOVR�KDYH�EHHQ�VXSSOLHG�E\�D�&KLQHVH�FRPSDQ\��EXW�LW�LV�QRW
NQRZQ�DW�ZKDW�FRVW��$OVR��UHJDUGLQJ�WKH�KHDW�H[FKDQJHUV��WKH�UXEEHU�JDVNHWV�LQ�WKH
6ZHGLVK�RQHV�DUH�SHUFHLYHG�WR�EH�IDU�VXSHULRU�LQ�TXDOLW\�

0RVW�RI�WKH�SHRSOH�LQWHUYLHZHG�LQ�WKH�-LDPXVL�GLVWULFW�KHDWLQJ�FRPSDQ\�VHHPHG�WR�EH
FRQYLQFHG�WKDW�WKH�PDLQ��LI�QRW�WKH�RQO\��UHDVRQ�WKDW�WKH�FRPSDQ\�KDG�LPSRUWHG�WKH
HTXLSPHQW�IURP�6ZHGHQ�LQVWHDG�RI�EX\LQJ�LW�IURP�WKH�ORFDO�PDUNHW�ZDV�WKDW�WKH
FRPSDQ\�FRXOG�QRW�UDLVH�ILQDQFH�LQ�WKH�ORFDO�&KLQHVH�PDUNHW���µ:H�FRXOG�QRW�ILQG�D
ORFDO�FUHGLW��DW�D�UHDVRQDEOH�FRVW���WKHQ�WKH�*RYHUQPHQW�LQIRUPHG�XV�DERXW�WKH
DYDLODELOLW\�RI�D�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�FRYHULQJ������RI�RXU�LPSRUWV�RQ
FRQGLWLRQ�WKDW������RI�WKH�JRRGV�ZHUH�SXUFKDVHG�LQ�6ZHGHQ�µ

,Q�VXPPDU\�RQH�PD\�SHUKDSV�FRQFOXGH�WKDW�WKH�UHDVRQ�IRU�FKRRVLQJ�WKH�6ZHGLVK
HTXLSPHQW�ZDV�WZRIROG�

��TXDOLW\�DQG�SULFH�ZHUH�FRPSHWLWLYH
��6ZHGHQ�RIIHUHG�WKH�EHVW�FUHGLW

)LQGLQJ��6RPH�RI�WKH�HTXLSPHQW�WKDW�ZDV�SXUFKDVHG�IURP�6ZHGHQ
FDQ�WRGD\�EH�ERXJKW�RQ�WKH�ORFDO�PDUNHW��RIWHQ�PDQXIDFWXUHG�E\
YDULRXV�IRUHLJQ�MRLQW�YHQWXUHV��$�FDVH�LQ�SRLQW�LV�WKH�$OID�/DYDO�MRLQW
YHQWXUH�LQ�6KDQJKDL�ZKLFK�SURGXFHV�YLUWXDOO\�WKH�VDPH�KHDW
H[FKDQJHUV�WKDW�-'+�LPSRUWHG�IURP�6ZHGHQ�
0RVW�RI�WKH�SHRSOH�LQWHUYLHZHG�LQ�WKH�-LDPXVL�GLVWULFW�KHDWLQJ
FRPSDQ\�VHHPHG�WR�EH�FRQYLQFHG�WKDW�WKH�PDLQ��LI�QRW�WKH��RQO\�
UHDVRQ�WKDW�WKH�FRPSDQ\�KDG�LPSRUWHG�WKH�HTXLSPHQW�IURP�6ZHGHQ
LQVWHDG�RI�EX\LQJ�LW�IURP�WKH�ORFDO�PDUNHW�ZDV�WKDW�WKH�FRPSDQ\
FRXOG�QRW�UDLVH�ILQDQFH�LQ�WKH�ORFDO�&KLQHVH�PDUNHW��+RZHYHU�WKH\
DUH�DOVR�FOHDUO\�DZDUH�RI�WKH�TXDOLW\�GLIIHUHQFH��,Q�VXPPDU\��RQH�PD\
SHUKDSV�FRQFOXGH�WKDW�WKH�UHDVRQ�IRU�FKRRVLQJ�WKH�6ZHGLVK
HTXLSPHQW�ZDV�WZRIROG�����TXDOLW\�DQG�SULFH�ZHUH�FRPSHWLWLYH�
����6ZHGHQ�RIIHUHG�WKH�EHVW�FUHGLW

'HPRQVWUDWLRQ�HIIHFW
(YHQ�LI�D�SRVVLEOH��GHPRQVWUDWLRQ�HIIHFW�HPDQDWLQJ�IURP�WKH�GLVWULFW�KHDWLQJ�SURMHFWV
FRXOG�QRW�EH�FUHGLWHG�E\�KDYLQJ�LQIOXHQFHG�$OID�/DYDO�V�GHFLVLRQ�WR�SURGXFH�LQ
&KLQD��LW�LV�HQWLUHO\�SRVVLEOH�WKDW�LWV�IXWXUH�VXFFHVV�DW�OHDVW�WR�VRPH�PHDVXUH�ZLOO
GHSHQG�RQ�WKH�VXFFHVVIXO�FRPSOHWLRQ�LI�WKH�6LGD�ILQDQFHG�'+�SURMHFWV��DPRQJ�WKHP
WKH�RQH�LQ�-LDPXVL�
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)LQGLQJ��(YHQ�LI�D�SRVVLEOH��GHPRQVWUDWLRQ�HIIHFW�HPDQDWLQJ
IURP�WKH�GLVWULFW�KHDWLQJ�SURMHFWV�FRXOG�QRW�EH��FUHGLWHG�E\
KDYLQJ�LQIOXHQFHG�$OID�/DYDO�V�GHFLVLRQ�WR�SURGXFH�LQ�&KLQD��LW�LV
HQWLUHO\�SRVVLEOH�WKDW�LWV�IXWXUH�VXFFHVV�DW�OHDVW�WR�VRPH�PHDVXUH
ZLOO�GHSHQG�RQ�WKH�VXFFHVVIXO�FRPSOHWLRQ�LI�WKH�6LGD�ILQDQFHG
'+�SURMHFWV��DPRQJ�WKHP�WKH�RQH�LQ�-LDPXVL�

����)JJIGXW

7KH�HIIHFWV��H[SHFWHG�IURP�WKLV�SURMHFW�DUH
��VDYLQJV�RI�FRDO�FRQVXPSWLRQ
��HQYLURQPHQW
��EHWWHU�OLYLQJ�VWDQGDUG�WKURXJK�JUHDWHU�DFFHVV�WR�KHDWLQJ�IRU�WKH�FLW\�V�LQKDELWDQWV
��LQFUHDVHG�WHFKQLFDO�OLIH�RI�WKH�HQWLUH�V\VWHP
��WUDQVIHU�RI�NQRZOHGJH�LQ�WKH�ILHOG�GLVWULFW�KHDWLQJ

6LQFH�WKH�SURMHFW�LV�QRW�\HW�ILQLVKHG��YHU\�IHZ�RI�WKHVH�HIIHFWV�KDYH�\HW�VWDUWHG�WR�PDQLIHVW
WKHPVHOYHV��7KHUH�LV�KRZHYHU�QRWKLQJ�DW�SUHVHQW�ZKLFK�ZRXOG�LQGLFDWH�WKDW�WKH�HIIHFWV�DV
SODQQHG�ZRXOG�QRW�EH�IRUWKFRPLQJ�RQFH�WKH�SURMHFW�LV�FRPSOHWHG�

)LQGLQJ��6LQFH�WKH�SURMHFW�LV�QRW�\HW�ILQLVKHG��YHU\�IHZ�RI
WKH�H[SHFWHG���KLJKO\�EHQHILFLDO���HIIHFWV�KDYH�\HW�VWDUWHG
WR�PDQLIHVW�WKHPVHOYHV��7KHUH�LV�KRZHYHU�QRWKLQJ�DW
SUHVHQW�ZKLFK�ZRXOG�LQGLFDWH�WKDW�WKH�HIIHFWV�DV�SODQQHG
ZRXOG�QRW�EH�IRUWKFRPLQJ�RQFH�WKH�SURMHFW�LV�FRPSOHWHG�

�����*MRERGMEP�TVSJMXEFMPMX]

7KH�SURMHFW�FRQVLVWV�RI�ERWK�DQ�XSJUDGLQJ�DQG�DQ�H[WHQVLRQ�RI�WKH�SUHYLRXVO\�H[LVWLQJ
V\VWHP��DQG�LV�LPSOHPHQWHG�LQ�SDUDOOHO�WR�WKH�FRQVWUXFWLRQ�RI�D�FR�JHQHUDWLRQ�SODQW
ZKLFK�ZLOO�EH�WKH�QHZ�KHDWLQJ�VRXUFH�WR�UHSODFH�PDQ\�VFDWWHUHG�LQGLYLGXDO�ERLOHUV��,Q
WKDW�VLWXDWLRQ�LW�LV�FDQ�EH�TXLWH�GLIILFXOW�WR�GHWHUPLQH�H[DFWO\�ZKDW�UHYHQXHV�DQG�ZKDW
RSHUDWLQJ�FRVWV�WKDW�VKRXOG�ULJKWIXOO\�EH�DOORFDWHG�WR�WKH�SURMHFW�

7KH�-LDPXVL�GLVWULFW�KHDWLQJ�FRPSDQ\�DV�HQG�XVHU�RI�WKH�FUHGLW��UHFHLYHV�WKH
ZKROH�WKH�JUDQW�HOHPHQW��DQG�WKXV�SD\V�EDFN�WR�WKH�EDQN�RI�&KLQD�WKH�VDPH�DPRXQW
DV�WKH�%DQN�SD\V�WR�6ZHGHQ�
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%,76���DSSUDLVDO
$VVXPLQJ�D�FRQFHVVLRQDU\�FUHGLW�WR�EH�DYDLODEOH�IRU�IRUHLJQ�LPSRUWV��WKH�%,76�DSSUDLVDO
HVWLPDWHG�WKH�)LQDQFLDO�,QWHUQDO�5DWH�RI�5HWXUQ��),55���WR�EH�������ZKHQ�FDOFXODWHG�RYHU�D
���\HDU�RSHUDWLRQ�SHULRG��7KH�QHW�FDVK�IORZ�RI�WKH�SURMHFW��ZRXOG�EHFRPH�SRVLWLYH�IURP
WKH�ILUVW�\HDU��7KLV��DFFRUGLQJ�WR�%,76��ZDV�QRW�VXIILFLHQW�WR�PDNH�WKH�SURMHFW
FRPPHUFLDOO\�YLDEOH��LQ�WKH�VHQVH�WKDW�LW�FRXOG�EHDU�ILQDQFLQJ�RQ�FRPPHUFLDO�WHUPV�

$FFRUGLQJ�WR�WKH�FRPSDQ\�V�RZQ�HVWLPDWLRQ�WKLV�SURMHFW�ZRXOG�KDYH�EHHQ�SURILWDEOH
HYHQ�LI�WKH�FRPSDQ\��KDG�QRW�UHFHLYHG�D�FRQFHVVLRQDU\�FUHGLW�ZLWK�D������JUDQW
HOHPHQW��,Q�P\�RSLQLRQ��KRZHYHU��WKLV�FDQ�RQO\�EH�WUXH�LI�WKH\�UHIHU�WR�WKH�HFRQRPLF
SURILWDELOLW\��QRW�WKH�ILQDQFLDO�RQH�

3URMHFW�ULVNV
7KH�ODUJHVW�ULVNV�RI�WKH�SURMHFW�ZDV�WKDW�WKH�WDULII�UDLVH�HQYLVDJHG�E\�WKH�JRYHUQPHQW
ZRXOG�QRW�EH�LPSOHPHQWHG�E\�WKH�DXWKRULWLHV��,I�VXFK�D�UDLVH�GLG�QRW�PDWHULDOL]H�WKH
),55�ZRXOG�WXUQ�QHJDWLYH��DQG�WKH�SURMHFW�V�FDVK�IORZ�ZRXOG�UHPDLQ�QHJDWLYH�IRU�WHQ
\HDUV�HYHQ�LQ�WKH�FDVH�RI�D�FRQFHVVLRQDU\�FUHGLW�EHLQJ�DYDLODEOH�WR�WKH�SURMHFW�

$QRWKHU�LPSRUWDQW�ULVN�ZDV�WKDW�WKH�QHZ�FRJHQHUDWLRQ�SODQW�EHLQJ�EXLOW�ZRXOG
QRW�EH�FRPSOHWHG�RQ�WLPH�ZKLFK�ZRXOG�SUHYHQW�WKH�QHWZRUN��DQG�WKXV�IXWXUH�UHYHQXHV
IRU�WKH�FRPSDQ\��WR�JURZ��$V�ZH�NQRZ�WRGD\�WKLV�KDV�QRZ�EHFRPH�D�UHDOLW\�

)LQDQFLDO�RXWFRPH
:H�KDYH�QR�DFFHVV�WR�UHOHYDQW�ILJXUHV�WR�FDOFXODWH�D�UHYLVH�H[�SRVW�ILQDQFLDO�UDWH�RI
UHWXUQ��EXW�MXVW�E\�JHQHUDO�UHDVRQLQJ�ZH�FDQ�HDVLO\�VHH�WKDW�WKH�RQH�\HDU�GHOD\��ZKLFK
QRZ�VHHPV�OLNHO\��LV�TXLWH�HQRXJK�WR�XSVHW�WKH�UDWHV�RI�UHWXUQ�DUULYHG�DW�EHIRUH�WKH
SURMHFW�

)LQGLQJ��:H�KDYH�QR�DFFHVV�WR�UHOHYDQW�ILJXUHV�WR�FDOFXODWH�D
UHYLVH�H[�SRVW�ILQDQFLDO�UDWH�RI�UHWXUQ��EXW�MXVW�E\�JHQHUDO
UHDVRQLQJ�ZH�FDQ�HDVLO\�VHH�WKDW�WKH�RQH�\HDU�GHOD\��ZKLFK
QRZ�VHHPV�OLNHO\��LV�TXLWH�HQRXJK�WR�XSVHW�WKH�UDWHV�RI�UHWXUQ
DUULYHG�DW�EHIRUH�WKH�SURMHFW�

&RUSRUDWL]DWLRQ�DQG��RU�SULYDWL]DWLRQ
7KH�-LDPXVL�'LVWULFW�+HDWLQJ�&RPSDQ\�EHORQJV�WR�WKH�VWDWH��QRW�WKH�PXQLFLSDOLW\�
DQG�DFFRUGLQJ�WR�RQH�UHSRUW��WKH�FRPSDQ\�EHORQJV�WR�D�JURXS��VODWHG�IRU
FRUSRUDWL]DWLRQ�LQ�D�SHULRG�RI�����\HDUV��,W�VHHPV�WKDW�WKH�FRPSDQ\�V�PDQDJHPHQW
WRGD\�GRHV�QRW�KDYH�D�FOHDU�FRQFHSW�RI�ZK\�WKH�FRPSDQ\�PLJKW�EHFRPH�PRUH
HIILFLHQW�DIWHU�D�FRUSRUDWL]DWLRQ�Q�KDV�EHHQ�FDUULHG�RXW�
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$FFRUGLQJ�WR�LQIRUPDWLRQ�UHFHLYHG�E\�WKH�PDQDJHPHQW��GLVWULFW�KHDWLQJ�LV�QRW
FODVVLILHG�DPRQJ�WKH�DFWLYLWLHV�LQ�&KLQD�ZKLFK�ZLOO�HYHQWXDOO\�EH��KDQGHG�RYHU�IRU
SULYDWL]DWLRQ���HYHU�

$SDUW�IURP�WKH�IDFW�WKDW�WKH�FRPSDQ\�LV�D�SURILW�FHQWHU�RI�LWV�RZQ��VR�IDU�LW�ZRXOG
VHHP�WKDW�WKH�FRPSDQ\�KDV�QRW�XQGHUJRQH�DQ\�PDMRU�UHIRUPV�RU�VWUXFWXUDO�FKDQJHV�

����-14%'87���%88%-21)28�3*�032+�692�3&.)'8-:)7

7KH�WRWDO�SLFWXUH�UHJDUGLQJ�VDYLQJV�LQ�HQHUJ\�DV�ZHOO�DV�UHGXFWLRQV�LQ�SROOXWLRQ�OHYHOV
UHVXOWLQJ�IURP�WKLV�SURMHFW�FDQ�EH�VHHQ�LQ�WKH�IROORZLQJ�WDEOH�

7DEOH�����6DYLQJ�LQ�HQHUJ\�XVH�DQG�UHGXFWLRQV�LQ�SROOXWLRQ�OHYHOV��6ZHGLVK�ILQDQFHG�SDUW�RI�-LDPXVL�'+�SURMHFWV���)LJXUHV
ZLWKLQ�SDUHQWKHVHV�UHIHU�WR�WKH�ZKROH�SURMHFWV�

7\SH�RI�HIIHFW 7KRXVDQG
7RQV�SHU�\HDU

&RQVXPSWLRQ�RI�FRDO�E\�ERLOHUV�
��6DYLQJV�LQ�FRDO�XVHG�E\�VFUDSSHG�ERLOHUV �����������
��$GGHG�FRDO�FRQVXPHG�E\�FHQWUDO��ERLOHUV ������������
��1HW�VDYLQJV ������������
(PLVVLRQV�RI�GXVW�SDUWLFOHV�
��5HGXFWLRQ�RI�SDUWLFOHV�HPLWWHG�E\�VFUDSSHG�ERLOHUV �����������
��$GGHG�HPLVVLRQV�E\�FHQWUDO�KHDW�SURGXFLQJ�XQLWV ������������
��1HW�UHGXFWLRQV�LQ�HPLVVLRQV �������������
5HGXFWLRQV�LQ�62��HPLVVLRQV
��5HGXFWLRQV�GXH�WR�VFUDSSHG�ERLOHUV ��������������
��$GGHG�62��HPLVVLRQV�IURP�FHQWUDO�ERLOHUV �������������
��1HW�UHGXFWLRQV�RI�62��HPLVVLRQV ��������������
5HGXFHG�WUDQVSRUWDWLRQ�QHHGV�RI�FRDO�
��5HGXFHG�YROXPH�RI�WUDQVSRUWV������V�NPV�SHU�\HDU ������������
��5HGXFHG�62��HPLVVLRQV�GXH�WR�OHVV�WUDQVSRUWV��NJV ������������
��5HGXFHG�12[�HPLVVLRQV�GXH�WR�OHVV�WUDQVSRUWV��NJV �����������
6RXUFH��2ZQ�FRPSLODWLRQV�EDVHG�RQ�UHSRUW������������E\�)MlUUYlUPHE\UnQ�$%

,Q�DGGLWLRQ�WR�WKH�UHGXFWLRQV�EURXJKW�DERXW��LQ�HPLVVLRQV�RI�GXVW��62���DQG�12[��WKHUH
ZLOO�DOVR�EH�UHGXFHG�HPLVVLRQV�RI�KHDY\�PHWDOV��PHUFXU\��OHDG�HWF�
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�����)GSRSQMG�FIRIJMXW

7KH�HFRQRPLF�VDYLQJV�LQ�FRDO��DV�ZHOO�DV�WKH�UHGXFWLRQV�LQ�SROOXWLRQ�HPLVVLRQV�FDQ�EH
VHHQ�IURP�WKH�WDEOH�DERYH�

:KHQ�WKH�ZKROH�SURMHFW�LV�FRPSOHWHG�DQG�WKH�QHZ�FR�JHQHUDWLRQ�SODQW�KDV
UHSODFHG�WKH�LQGLYLGXDO�ERLOHUV��WKHQ��LQ�D�PDWWHU�RI�����\HDUV��WKH�DQQXDO�UHGXFWLRQ�LQ
FRDO�FRQVXPSWLRQ�EURXJKW�DERXW�E\�FRQYHUVLRQ�WR�GLVWULFW�KHDWLQJ�ZRXOG�EH�RI�WKH�RUGHU
RI�PDJQLWXGH�RI����WR���������WRQV��$W�DQ�DVVXPHG�FRDO�SULFH�RI�����\XDQ�WKLV�ZRXOG�EH
HTXLYDOHQW�WR�DERXW����050%�SHU�\HDU��,Q�DGGLWLRQ�WKHUH�DUH�WKH�KXJH�SRWHQWLDO
HFRQRPLF�EHQHILWV�DVFULEDEOH�WR�WKH�GUDPDWLFDOO\�UHGXFHG�SROOXWLRQ�OHYHOV�

7KH�DSSUDLVDOV�UHSRUW�FRPPLVVLRQHG�E\�%,76�GRHV�QRW�JLYH�PXFK�LQIRUPDWLRQ�UHJDUGLQJ
WKH�PHWKRGV�XVHG�DQG�WKH�DVVXPSWLRQV�PDGH�LQ�FDOFXODWLQJ�WKH�SURMHFW�V�HFRQRPLF�UDWH
RI�UHWXUQ��7KH�ILJXUH�DUULYHG�DW�LV��������DV�(FRQRPLF�,QWHUQDO�UDWH�RI�UHWXUQ��(,55����,W�LV�QRW
FOHDU�H[DFWO\�ZKDW�LQGLUHFW�DQG�LQWDQJLEOH�QRQ�TXDQWLILDEOH�HIIHFWV����LI�DQ\���KDYH�EHHQ
LQFOXGHG�LQ�WKH�DQDO\VLV��%XW�MXGJLQJ�IURP�WKH�YHU\�VLPLODU�DSSUDLVDOV�FDUULHG�RXW�RI�WKH
RWKHU�'+�SURMHFWV�ILQDQFHG�E\�%,76��WKHUH�DUH�VRPH�LPSRUWDQW�HIIHFWV�ZKLFK�KDYH�QRW
EHHQ�LQFOXGHG��6HYHUDO�RI�WKHP�DUH�KRZHYHU�GLVFXVVHG�E\�WKH�DSSUDLVDO�HYHQ�WKRXJK�WKH\
DUH�QRW�LQFOXGHG�LQ�WKH�FDOFXODWLRQV��7KH�PRVW�LPSRUWDQW�H[DPSOH�LV�KHDOWK�HIIHFWV��EXW
WKHUH�DUH�DOVR�WHFKQLFDO�DVSHFWV�VXFK�WKDW�D�PRGHUQ�'+�V\VWHP�RSHUDWHG�E\
FRPSXWHUL]HG�FRQWURO�V\VWHP�FDQ�HQWDLO�UHGXFHG�ZDWHU�ORVVHV�DQG�DOVR�D�ORQJHU�SK\VLFDO
OLIH�WLPH�RI�WKH�HTXLSPHQW��)XUWKHU��WKHUH�DUH�VDYLQJV�UHDOL]HG�EHFDXVH�RI�UHGXFHG
WUDQVSRUWDWLRQ�QHHG�RI�FRDO�

:H�FDQ�WKHUHIRUH�FRQFOXGH�WKDW�WKH�FDOFXODWLRQ�FDUULHG�RXW�E\�%,76�LV�D�FRQVHUYDWLYH
RQH��DQG�WKDW�D�IXOO�LQFOXVLRQ�RI�DOO�HFRQRPLF�HIIHFWV��ZKHWKHU�TXDQWLILDEOH�RU�QRW��ZRXOG
\LHOG�D�VXEVWDQWLDOO\�KLJKHU�UDWH�RI�UHWXUQ��7KLV�FRQWHQWLRQ�LV�DOVR�VXSSRUWHG�E\
FDOFXODWLRQV�FDUULHG�RXW�E\�WKH�ZRUOG�EDQN�LQ�RWKHU�'+�SURMHFWV��7KHUH�WKH\�DUULYHG�DW
ILJXUHV�LQ�WKH�QHLJKERUKRRG�RI���������GHSHQGLQJ�RQ�DVVXPSWLRQV�PDGH�

7KH�%,76�GHFLVLRQ�GRFXPHQW�PDNHV�D�YHU\�ELJ�XQGHUVWDWHPHQW�ZKHQ�LW�VD\V�WKDW�WKH
SURMHFW�FDQ�EH�GHHPHG�WR�KDYH�µDQ�DFFHSWDEOHµ�HFRQRPLF�UDWH�RI�UHWXUQ��-XGJLQJ�IURP
WKH�LQGLFDWLRQV�ZH�KDYH�WKH�HFRQRPLF�EHQHILWV�RI�WKLV�SURMHFW�DUH�HQRUPRXV�
QRWZLWKVWDQGLQJ�WKH�GHOD\V�LQ�WKH�SURMHFW�V�LPSOHPHQWDWLRQ�

)LQGLQJ��7KH�%,76�GHFLVLRQ�GRFXPHQW�PDNHV�D�YHU\�ELJ
XQGHUVWDWHPHQW�ZKHQ�LW�VD\V�WKDW�WKH�SURMHFW�FDQ�EH�GHHPHG�WR
KDYH�µDQ�DFFHSWDEOHµ�HFRQRPLF�UDWH�RI�UHWXUQ��-XGJLQJ�IURP
WKH�LQGLFDWLRQV�ZH�KDYH�WKH�HFRQRPLF�EHQHILWV�RI�WKLV�SURMHFW
DUH�HQRUPRXV��QRWZLWKVWDQGLQJ�WKH�GHOD\V�LQ�WKH�SURMHFW�V
LPSOHPHQWDWLRQ�
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�����)RZMVSRQIRX

7KH�GUDPDWLF�UHGXFWLRQV�LQ�HQYLURQPHQWDO�SROOXWLRQ�H[SHFWHG�WR�EH�DFKLHYHG�E\�WKLV
SURMHFW�ZHUH�VXPPDUL]HG�LQ�WKH�WDEOH�DERYH�

$V�ZDV�DOVR�VWDWHG�DERYH�WKH��FR�JHQHUDWLRQ�SODQW�KDV�QRW�\HW�EHHQ�RSHQHG�DQG�WKH�ORFDO
ERLOHUV�XVHG�XQGHU�WKH�ROG�V\VWHP�DUH�VWLOO�LQ�RSHUDWLRQ��,W�WKHUHIRUH�IROORZV�WKDW�QRQH�RI
WKH�H[SHFWHG�JDLQV�LQ�HQYLURQPHQWDO�IDFWRUV�KDYH�\HW�PDWHULDOL]HG��7KH�HQYLURQPHQWDO
LPSURYHPHQWV��FDQ�RQO\�VWDUW�KDSSHQLQJ�RQO\�ZKHQ�WKH�FRJHQHUDWLRQ�SODQW�LV�RSHQHG
DQG�WKH�ROG�ORFDO�ERLOHUV�FRQYHUWHG�WR�KHDW�VXEVWDWLRQV��ZLWK�KHDW�H[FKDQJHUV�DQG�DOO
RWKHU�QHHGHG�HTXLSPHQW�WR�PDNH�WKH�FRQYHUVLRQ�IURP�D�GLUHFW�V\VWHP�WR�DQ�LQGLUHFW�RQH�

7KH�HQYLURQPHQWDO�HIIHFWV�DW�WKH�EHJLQQLQJ�RI�WKH�SURMHFW�ZRXOG�RQO\�EH
PDUJLQDO�EHFDXVH�GXULQJ�WKH�ILUVW�IHZ�\HDUV�WKH�QHZ�FRJHQHUDWLRQ�SODQW�ZRXOG�UHSODFH
RQO\�WKH�WZR�ERLOHUV�LQ�-LQMLDQJ�DQG�7LH[L�UHVSHFWLYHO\�ZKHUH�WKH�HIILFLHQF\�DQG�FOHDQLQJ
HIIHFW�LV�UDWKHU�JRRG��2QO\�DIWHU�DQRWKHU�����\HDUV�ZRXOG�WKH�FR�JHQHUDWLRQ�SODQW�VWDUW�WR
UHSODFH�WKH�PDQ\�VFDWWHUHG�LQGLYLGXDO�VPDOOHU�ERLOHUV��$Q�LW�LV�LQ�WKDW�VWDJH�ZKHUH�WKH
FRDO�VDYLQJV�ZRXOG�EH�RI�WKH�RUGHU�RI��������WRQ�V�D�\HDU�DQG�WKH�UHGXFWLRQ�LQ�GXVW
HPLVVLRQV�VRPH�������WRQV�DQG�62��UHGXFWLRQV�DERXW�������WRQV�D�\HDU�

,Q�LWV�UHSRUW�WKH�FRPSDQ\�VD\V�WKDW�LWV�ERLOHU�KRXVHV�DUH�GLVFKDUJLQJ�OHVV�SROOXWDQWV
WKLV�\HDU�WKDQ�ODVW�\HDU��EXW�JLYHQ�WKDW�WKH�V\VWHP�KDV�QRW�UHDOO\�FKDQJHG�\HW��LW�LV
GLIILFXOW�WR�DWWULEXWH�VXFK�DQ�LPSURYHPHQW�WR�WKH�SURMHFW��1RU��GRHV�QRW�DSSHDU�WR�EH
SRVVLEOH�WR�GLVWLQJXLVK�WKH�HIIHFW�IURP�WKH�6ZHGLVK�HTXLSPHQW�IURP�WKH�UHVW�RI�WKH
LQYHVWPHQW�XQGHUWDNHQ�E\��&KLQHVH�RZQ�IXQGV�

)LQGLQJV��7KH�UHGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�GXH�WR
WKLV�SURMHFW�DUH�H[SHFWHG�WR�EH�GUDPDWLF��%XW�WKH�FR�
JHQHUDWLRQ�SODQW�KDV�QRW�\HW�EHHQ�RSHQHG�DQG�WKH�ROG�ORFDO
ERLOHUV�DUH�VWLOO�LQ�RSHUDWLRQ��7KHUHIRUH�WKH�HQYLURQPHQWDO
JDLQV�KDYH�QRW�\HW�PDWHULDOL]HG�RWKHU�QHHGHG�HTXLSPHQW�WR
PDNH�WKH�FRQYHUVLRQ�IURP�D�GLUHFW�V\VWHP�WR�DQ�LQGLUHFW�RQH��

�����)UYEPMX]��4SZIVX]�SVMIRXEXMSR
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�����+IRHIV
$�TXDUWHU�RI�WKH�ODERU�IRUFH�LQ�WKH�-LDPXVL�'LVWULFW�+HDWLQJ�&RPSDQ\�LV�UHSRUWHG�WR
FRQVLVW�RI�ZRPHQ��ZKLOH��WKH\�RQO\�FRQVWLWXWH������RI�WKH�SURIHVVLRQDO�DQG�WHFKQLFDO
VWDII��7KH�H[SODQDWLRQ�JLYHQ�E\�WKH�PDQDJHPHQW�IRU�WKH�UHODWLYH�VPDOOHU�QXPEHU�RI
SURIHVVLRQDO�ZRPHQ��LV�WKDW�PDQ\�ZRPHQ�SUHIHU�QRW�WR�ZRUN�LQ�DFWLYLWLHV�WKDW�UHTXLUH
LWV�HPSOR\HHV�WR�ZRUN�VKLIWV�

�����&-87�W�TVSNIGX�TVITEVEXMSR

,Q�WKLV�DV�LQ�GHHG�DOO�RI�WKH�'+�KHDWLQJ�SURMHFWV�LQ�&KLQD�%,76�KDV�KHOG�D�UDWKHU�KLJK
SURILOH�ZKHQ�LW�FRPHV�WR�FDUU\LQJ�RXW�LWV�RZQ�DQDO\VLV�DQG�IRUPLQJ�LWV�RZQ�RSLQLRQ�RI�WKH
SURMHFW��DQG�DOVR�WR�VWURQJO\�VXJJHVW�RU�UHFRPPHQG�DQG�HYHQ�UHTXHVW�WKH�ORDQ�WDNHUV
FRPSOLDQFH�RQ�YDULRXV�SRLQWV�

$V�LQ�VRPH�RI�WKH�RWKHU�SURMHFWV�%,76��DOVR�LQ�WKLV�SURMHFW��VWURQJO\�XUJHG�WKH
FRPSDQ\�WR�DW�OHDVW�GHVLJQ�WKH�VXEVWDWLRQV�DV�WR�DOORZ�IRU�IXWXUH�XVH�RI�KHDW�H[FKDQJHUV
IRU�GRPHVWLF�WDS�ZDWHU�VXSSO\��LI�WKH\�ZHUH�QRW�ZLOOLQJ�DQG�DEOH�WR�LQFOXGH�LW�DOUHDG\�DV
SDUW�RI�WKH�SUHVHQW�SURMHFW�

,W�DOVR�UHFRPPHQGHG�VWURQJO\�WKDW�WKH�GLPHQVLRQ�RI�WKH�MDFNHW�SLSHV�EH�LQFUHDVHG��DQG
WKDW�QRW�RQO\�VWUDLJKW�SLSHV�EXW�DOVR�EHQGV�DQG�7�SLHFHV�LQ�WKH�SLSLQJ�V\VWHP�VKRXOG�DOO
EH�SUH�LQVXODWHG�DQG�EH�RI�WKH�VDPH�VWDQGDUG��DV�WKLV�ZRXOG�EH�D�PXFK�PRUH�HFRQRPLFDO
VROXWLRQ�WKDQ�PL[LQJ�SUH�LQVXODWHG�SDUWV�ZLWK�WUDGLWLRQDO�SLSH��1RW�RQO\�IURP�WKH�SRLQW
RI�YLHZ�RI�HIILFLHQF\�EXW�DOVR�Z�Z�U�W��WR�HQYLURQPHQWDO�HIIHFW�DQG�PDLQWHQDQFH
UHTXLUHPHQWV�

%,76�DOVR�HPSKDWLFDOO\�HPSKDVL]HG�WKDW�WKH�FRPSDQ\�QHHGHG�WR�LQFUHDVH�WKH�WKLFNQHVV
RI�WKH�LQVXODWLRQ�RI�WKH�SLSHV��7KLV�SLHFH�RI�DGYLFH�ZDV�DOVR��LPSUHVVLYHO\��EDFNHG�XS�E\
VROLG�HFRQRPLF�DUJXPHQWV��LI�WKH�LQVXODWLRQ�WKLFNQHVV�ZHUH�LQFUHDVHG�E\������RU��LQ�WKLV
FDVH�����PP��WKHQ�KHDW�ORVVHV�ZRXOG�EH�UHGXFHG�E\�VRPH�������.:��"��IRU�WKH�UHOHYDQW
SRUWLRQV�RI�SLSLQJ��7UDQVODWHG�LQ��HFRQRPLF�EHQHILW�WKLV�FRUUHVSRQGV�WR�D�����VDYLQJV�
ZKLFK�VKRXOG�WKHQ�EH�FRPSDUHG�WR�WKH�H[WUD�FRVW�RI�WKH�WKLFNHU�LQVXODWLRQ�ZKLFK�ZDV
FDOFXODWHG�WR�DERXW�����
7KH�RXWFRPH�RI�WKLV�TXHVWLRQ�ZDV�WKDW�WKH�VXSSOLHU�SURPLVHG�WKH�EX\HU�WKDW�LW�ZRXOG
LQFUHDVH�WKH�LQVXODWLRQ�WKLFNQHVV�ZLWKRXW�H[WUD�FRVW��LQ�WKH�HYHQW�WKDW�%,76�GLG�QRW
DFFHSW�D�ORZHU�GLPHQVLRQ�

$V�LQ�DOO�WKH�RWKHU�'+�SURMHFWV�LQ�&KLQD�%,76��DOVR�LQ�WKLV�SURMHFW��DUJXHG�LQ�IDYRU�RI
WKH�WUDLQLQJ�DQG�VXSHUYLVLRQ�FRPSRQHQWV�WR�EH�VXEVWDQWLDOO\�LQFUHDVHG�
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,Q�DOO�LPSRUWDQW�DVSHFWV�LW�VHHPV�WKDW�WKH�HQG�XVHU�DFWXDOO\�KHHGHG�WKH�DGYLFH�IRUZDUGHG
E\�%,76��2QH�GRFXPHQW�DOPRVW�JDYH�WKH�LPSUHVVLRQ�WKDW�WKH�HQGXVHU�IHOW�SUHVVXUHG�WR
GR�VR�HYHQ�LQ�D�SRLQW�ZKHUH�KH�ZDV�QRW�FRPSOHWHO\�FRQYLQFHG�RI�WKH�FRUUHFWQHVV�RI�WKH
DGYLFH�JLYHQ�

)LQGLQJ��,Q�WKLV��DV�LQ�DOO�RI�WKH�'+�KHDWLQJ�SURMHFWV�LQ�&KLQD�
%,76�KDV�KHOG�D�UDWKHU�KLJK�SURILOH�ZKHQ�LW�FRPHV�WR�FDUU\LQJ�RXW
LWV�RZQ�DQDO\VLV�DQG�IRUPLQJ�LWV�RZQ�RSLQLRQ�RI�WKH�SURMHFW��DQG�DOVR
WR�UHFRPPHQG�RU�HYHQ�UHTXHVW�WKH�ORDQ�WDNHUV�FRPSOLDQFH�RQ
YDULRXV�SRLQWV��,Q�DOO�LPSRUWDQW�DVSHFWV�LW�VHHPV�WKDW�WKH�HQG�XVHU
DFWXDOO\�KHHGHG�WKH�DGYLFH�IRUZDUGHG�E\�%,76

�����6ITSVXMRK�VIUYMVIQIRX

/LNH�DOO�LWV�FROOHDJXHV�IURP�WKH�RWKHU�GLVWULFW�KHDWLQJ�SURMHFWV�3RZHUSLSH��KDV�QRW�IXOILOOHG
LWV�FRQWUDFWXDO�REOLJDWLRQ�WRZDUGV�%,76�WR�VHQG�D�UHSRUW�RQ�WKH�LPSOHPHQWDWLRQ�DIWHU�WKH
SURMHFW�V�FRPSOHWLRQ��QRU�KDV�WKH�-LDPXVL�'LVWULFW�+HDWLQJ�&RPSDQ\�
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:--���(-786-'8�,)%8-2+�-2��*97,92

����8LI�4VSNIGX

7KH�FLW\�RI�)XVKXQ��LV�DQ�LQGXVWULDO�FLW\�ZLWK�H[WHQVLYH�KHDY\�LQGXVWU\�VXFK�DV
PHWDOOXUJ\��SHWUROHXP��SHWURFKHPLFDOV�DV�ZHOO�DV�PDFKLQHU\��,W�LV�HFRQRPLFDOO\
H[SDQVLYH�DQG�KDV�WRGD\�����PLOOLRQ�LQKDELWDQWV�

7KH�FLW\�WRGD\�DWWUDFWV�D�ORW�RI�QHZ�LQYHVWPHQW��$W�SUHVHQW�WKHUH�DUH����
SODQQHG�IRUHLJQ�LQYHVWPHQW��RI�ZKLFK�����KDYH�PDWHULDOL]HG�VR�IDU�LQ�DFWXDO
LQYHVWPHQWV��7KH�FLW\�JRYHUQPHQW�LV�SODQQLQJ�PDQ\�LQYHVWPHQWV�WR�PRGHUQL]H
LQIUDVWUXFWXUH��LQFOXGLQJ�WR�PRGHUQL]H�WKH�KHDWLQJ�V\VWHP��7KHUH�DUH�DOVR�SODQV�WR
EXLOG�D�QHZ�SRZHU�JHQHUDWRU�

7KH�'+�V\VWHP
7KH�)XVKXQ�+HDW�DQG�3RZHU�&RPSDQ\���RZQHG�E\�WKH�FLW\�JRYHUQPHQW��ZDV�VWDUWHG
DOUHDG\�LQ�WKH�������EXW�RSHUDWHV�RQ�D�ODUJHU�VFDOH�VLQFH�������,W�KDV�WRGD\�D�VWDII�RI
������RI�ZKLFK�����DUH�DW�PDQDJHULDO�OHYHO�DQG�����WHFKQLFLDQV�
,Q�WKH�EHJLQQLQJ�RI�WKH�����V�WKHUH�ZHUH�LQ�WKH�FLW\�VRPH�������ERLOHUV�IRU�KHDW
SURGXFWLRQ�ORFDWHG�LQ�D�WRWDO�RI�����ERLOHU�VWDWLRQV��PRVW�RI�WKHP�ZLWK�YHU\�ORZ�HIILFLHQF\
DQG�KLJK�HPLVVLRQV�RI�SROOXWDQWV�

7KHUH�DUH�WKUHH�LQGHSHQGHQW�GLVWULFW�KHDWLQJ�QHWZRUNV�RSHUDWHG�LQ�WKH�FLW\�ZLWK�QR
LQWHUFRQQHFWLRQ�EHWZHHQ�WKHP��2QH�RI�WKHP�LV�WKH�0LGGOH�DUHD�'+�V\VWHP��ZKLFK
HQFRPSDVVHV�WKH�SUHVHQW�SURMHFW��7KH�0LGGOH�DUHD�VHUYLFHV�DQ�DUHD�RI����VTNP�DQG�KDV
�������LQKDELWDQWV��7KH�WRWDO�EXLOGLQJ�DUHD�LV������PLOOLRQ�VTP��RI�ZKLFK�OHVV�WKDQ�KDOI
ZDV�XQGHU�'LVWULFW�KHDWLQJ�DW�WKH�VWDUW�RI�WKH�SUHVHQW�SURMHFW�

+HDW�LV�WRGD\�SURGXFHG�LQ�WZR�SODQWV�ZLWK�D�WRWDO�FDSDFLW\�RI�����0:�
,Q�DGGLWLRQ�WR�WKLV���QHZ�FDSDFLW\�RI�����0:�ZDV�DGGHG�LQ������
%HIRUH�WKH�SURMHFW�WKHUH�ZDV�WKH�WUDGLWLRQDO�GLUHFW�V\VWHP�ZKLFK�PHDQV�WKDW�WKH
FXVWRPHUV�DUH�FRQQHFWHG�GLUHFWO\�ZLWKRXW�KHDW�H[FKDQJHUV��ZKLFK�OLPLWV�WKH�ZDWHU
WHPSHUDWXUH�WR�������GHJUHHV�LQ�WKH�VXSSO\�DQG�UHWXUQ�SLSHV�UHVSHFWLYHO\�

7KH�ORZ�WHPSHUDWXUH�OLPLWV�WKH�FDSDFLW\�VR�WKH�V\VWHP�LV�QRW�DEOH�WR�DFFRPPRGDWH�QHZ
FXVWRPHUV��7KH�GHPDQG�IRU�KHDW�LV�YHU\�ODUJH�DW�SUHVHQW��DQG�LQ�WKH�DEVHQFH�RI�D�'+
EHLQJ�GHYHORSHG�PDQ\�VPDOO�VFDWWHUHG�ERLOHUV�ZRXOG�KDYH�WR�EH�WDNHQ�LQWR�RSHUDWLRQV�
7R�PHHW�WKH�QHZ�GHPDQG�IRU�KHDWLQJ�WKH�)XVKXQ�JRYHUQPHQW�WKHUHIRUH�GHFLGHG�WR
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��LQFUHDVH�WKH�VXSSO\�RI�KHDW
��LQFUHDVH�WKH�KHDW�WUDQVIHU�FDSDFLW\�LQ�WKH�H[LVWLQJ�'+�V\VWHP
��H[SDQG�WKH�GLVWULEXWLRQ�QHWZRUN�ERWK�ZLWKLQ�WKH�H[LVWLQJ�V\VWHP�DQG�LQ�QHZ�DUHDV�

7KH�SURMHFW
7KH�SURMHFW�LV�GHILQHG�DV�
��WR�LQFUHDVH�WKH�FDSDFLW\�RI�WKH�H[LVWLQJ�'+�GLVWULEXWLRQ�QHWZRUN�E\�UDLVLQJ�WKH�ZDWHU

WHPSHUDWXUH�DQG�FRQYHUWLQJ�WKH�V\VWHP�IURP�GLUHFW�WR�LQGLUHFW�FRQQHFWLRQ�WKURXJK�WKH
LQWURGXFWLRQ�RI�KHDW�H[FKDQJHUV��DQG
��WR�H[SDQG�WKH�H[LVWLQJ�'+�QHWZRUN�ZLWK�DQ�DGGLWLRQDO���������VTP�RI�KHDWHG

EXLOGLQJ�DUHD�

:LWK�WKH�QHZ�SLSHV�LQVWDOOHG�XQGHU�WKH�SUHVHQW�SURMHFW�LW�ZRXOG�EH�SRVVLEOH�WR�LQFUHDVH
VXSSO\�WHPSHUDWXUH�WR�����GHJUHHV�DQG�UHWXUQ�XS�WR�����ZKLFK�ZRXOG�UDLVH�WKH�HIIHFWLYH
WKHUPDO�FDSDFLW\�RI�WKH�GLVWULEXWLRQ�V\VWHP�ZLWK�E\���

6XFK�DQ�LQFUHDVH�LQ�WHPSHUDWXUH�ZRXOG��KRZHYHU��DOVR�UHTXLUH�LQVWDOODWLRQ�RI�KHDW
H[FKDQJHUV�LQ�DOO�WKH�����H[LVWLQJ�FXVWRPHU�VXEVWDWLRQV��WKHUHE\�PDNLQJ�WKH�WUDQVLWLRQ
IURP�D�GLUHFW�V\VWHP�WR�D�LQGLUHFW�'+�V\VWHP��7KHVH�PHDVXUHV�ZRXOG�PDNH�LW�SRVVLEOH�WR
FRQQHFW�DQRWKHU�����PLOOLRQ�VTP�KHDWHG�EXLOGLQJ�VSDFH�WR�WKH�V\VWHP��XS�IURP�WKH
SUHVHQW������PLOOLRQ�VTP�

7KHUH�LV�D�PLVWDNH�LQ�WKH�%,76�GHFLVLRQ�PHPR��SDJH�����ZKHQ�LW�VD\V�WKDW�WKH�SURMHFW
ZLOO�UHSODFH�H[LVWLQJ�ERLOHUV�KRXVHV��7KH�QHZ�V\VWHP�ZLOO�QRW�UHSODFH�RU�DEROLVK�DQ\
ERLOHU�KRXVHV�EXW�WKURXJK�WKH�VDYLQJV�LQ�HQHUJ\�DQG�KHDW�UHDOL]HG�WKURXJK�WKH
SURMHFW��WKH�FLW\�FDQ�H[SDQG�WKH�GLVWULFW�KHDWLQJ�QHWZRUN�LQWR�QHZ�DUHDV�ZLWKRXW
KDYLQJ�WR�EXLOG�DGGLWLRQDO�ERLOHU�KRXVHV�

7KURXJK�WKH�SURMHFW�DOO��H[LVWLQJ�VXEVWDWLRQV�ZRXOG�EH�HTXLSSHG�ZLWK
��KHDW�H[FKDQJHUV
��FLUFXODWLQJ�SXPSV
��H[SDQVLRQ�YHVVHO�DQG�SUHVVXUH�KROGLQJ�V\VWHPV
��UHJXODWLQJ�YDOYHV�DQG�RWKHU�FRQWURO�HTXLSPHQWV

$OO�RI�WKLV�HTXLSPHQW�ZDV�WR�EH�LPSRUWHG�IURP�6ZHGHQ�

7KH�WRWDO�OLVW�RI�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ�LV�WKH�IROORZLQJ�
��KHDW�H[FKDQJHUV
��FLUFXODWLRQ�DQG�PDNH�XS�ZDWHU�SXPSV
��FRQWURO�DQG�FORVLQJ�YDOYHV
��SUH�LQVXODWHG�SLSHV�ZLWK�ILWWLQJV�DQG�DFFHVVRULHV
��FRXSOLQJV
��IRDPLQJ�PDFKLQH
��IUHTXHQF\�FRQYHUWHUV
��&RPSXWHUL]HG�PRQLWRULQJ�DQG�FRQWURO�V\VWHPV
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��ILOWHUV
��VSDUH�SDUWV
��WUDLQLQJ
��VXSHUYLVLRQ

,Q�WHUPV�RI�WUDLQLQJ�WKHUH�ZDV�D�VWXG\�YLVLW�WR�6ZHGHQ�IRU����SHUVRQV�GXULQJ���ZHHNV�
WUDLQLQJ�LQ�6ZHGHQ�IRU���SHUVRQV�GXULQJ���ZHHNV��DQG�WUDLQLQJ�LQ�&KLQD�IRU���ZHHNV�

7HFKQLFDO�FRQWURO�DQG�LQVWUXFWLRQ�VXSHUYLVLRQ�GXULQJ�LQVWDOODWLRQ�ZRXOG�EH
SURYLGHG��ZLWK�D�WRWDO�RI����PDQ�ZHHNV�
6SDUH�SDUWV�ZHUH�LQFOXGHG�DW�D�VXP�RI���������6(.

,Q�%,76�DSSUDLVDO�WKH�WUDLQLQJ��VXSHUYLVLRQ�DQG�WKH�DPRXQW�RI�VSDUH�SDUWV��LQFOXGHG�LQ
WKH�FRQWUDFW��ZHUH�DOO�GHHPHG�WR�EH�ZHOO�EDODQFHG�DQG�DGHTXDWH�IRU�WKH�QHHGV�RI�WKH
SURMHFW�

2I�WKH�DPRXQW�FRQWUDFWHG�WR�EH�LPSRUWHG�IURP�6ZHGHQ�����ZDV�IRU�FRQVXOWLQJ�VHUYLFHV�
����IRU�WUDLQLQJ�DQG�WKH�UHVW���������050%����IRU�HTXLSPHQW�

����0SKMGEP�JVEQI[SVO�ERH�+SEP�LMIVEVGL]

7KH�LQIRUPDWLRQ�RQ�LQSXWV�DQG�DFWLYLWLHV�DV�ZHOO�DV�WKH�SURMHFW�V�H[SHFWHG�RXWSXWV��HIIHFWV
DQG�LPSDFWV�FDQ�EH�RUJDQL]HG�LQ�WKH�IROORZLQJ�RXWOLQH�RI�ORJLFDO�IUDPHZRUN�VFKHGXOH�

7DEOH�����2XWOLQH�RI�ORJLFDO�IUDPHZRUN�PRGHO�RI�WKH�)XVKXQ�'LVWULFW�+HDWLQJ�SURMHFW
7$5*(76��$1'�2%-(&7,9(6��$7��',))(5(17
/(9(/6

$668037,216
0$'(�
5(675,&7,216

&ULWHULD�IRU
PHDVXUHPHQW�
LQGLFDWRUV

$FKLHYHG

,QSXWV�����(TXLSPHQW�LPSRUWHG�IURP�6ZHGHQ�
)RU�GLVWULEXWLRQ�QHWZRUN�
��SUH�LQVXODWHG�SLSHV�ZLWK�ILWWLQJV�DQG�DFFHVVRULHV
��FRXSOLQJV

&UHGLW�LQWHUPHGLDWLRQ�RI
%DQN�RI�&KLQD�WR
PDWHULDOL]H

)RU�VXE�VWDWLRQV�
��KHDW�H[FKDQJHUV
��FLUFXODWLRQ�DQG�PDNH�XS�ZDWHU�SXPSV
��FRQWURO�DQG�FORVLQJ�YDOYHV
��IUHTXHQF\�FRQYHUWHUV
��ILOWHUV
)RDPLQJ�PDFKLQH
&RPSXWHUL]HG�PRQLWRULQJ�DQG�FRQWURO
�V\VWHPV
6SDUH�SDUWV
7UDLQLQJ
6XSHUYLVLRQ
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2WKHU�HTXLSPHQWV��PDWHULDO�DQG�RWKHU�LQSXWV
$FWLYLWLHV
,QVWDOO�HTXLSPHQW�LQ�VXE�VWDWLRQV
,QVWDOO�SLSHV
&LYLO�ZRUNV
,QVWDOO�FRPSXWHU�FRQWURO�FHQWHU
2XWSXWV
([SDQG�WKH�H[LVWLQJ�'+�QHWZRUN�ZLWK�DQ�DGGLWLRQDO
���������VTP�RI�KHDWHG�EXLOGLQJ�DUHD

3RZHU�SODQW�VHUYLQJ�QHZ
GLVWULFW�KHDWLQJ�V\VWHP�WR
EH�FRPSOHWHG�RQ�WLPH

(IIHFWV
��)XQFWLRQLQJ�GLVWULFW�KHDWLQJ�V\VWHP�ZLWK�FRQQHFWHG
DUHD�RI�[�VTP
��1HW�VDYLQJV�RI�[�WRQV�RI�FRDO�DQQXDOO\
��5HGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�62���&2�
SDUWLFXODWHV
��5HGXFHG�WUDQVSRUWDWLRQ�QHHGV�RI�FRDO
��(QKDQFHG�3URORQJHG�WHFKQLFDO�OLIHWLPH�RI�'+
V\VWHP
��)LQDQFLDOO\�VXVWDLQDEOH�RSHUDWLRQ�E\�'+�FRPSDQ\ (QYLVDJHG�KHDW�WDULII�UDLVH

WR�EH�LPSOHPHQWHG
��7UDQVIHU�RI�NQRZOHGJH�UHJDUGLQJ�'+�WHFKQRORJ\
,PSDFWV
��,PSURYHG�KHDOWK�RI�FLW\�V�LQKDELWDQWV
��(FRQRPLF�VDYLQJV�IRU�WD[�SD\HUV
��PRUH�FRPIRUWDEOH�OLYLQJ�IRU�FLW\�V�LQKDELWDQWV
��'HPRQVWUDWLRQ��HIIHFW�UHJDUGLQJ�'LVWULFW
+HDWLQJ�7HFKQRORJ\�YLVDYLV�RWKHU�&KLQHVH�FLWLHV

7KH�FDXVDO�OLQNV��EHWZHHQ�WKH�YDULRXV�IDFWRUV�RI�WKH�ORJLFDO�IUDPHZRUN�WDEOH�FDQ�EH�VKRZQ
LQ�D�JRDO�KLHUDUFK\�PRGHO�OLNH�LQ�ILJXUH���RQ�WKH�QH[W�SDJH�
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)LJXUH�����*RDO�+LHUDUFK\�RI�WKH�)XVKXQ�'LVWULFW�+HDWLQJ�SURMHFW

,13876 $&7,9,7,(6 2873876 ())(&76 ,03$&76

For sub-stations:
- heat exchangers
- circulation and
 make-up water
 pumps
- control and
closing valves
- frequency
converters

filt

Training

Domestically
produced
equipment

Computerized
monitoring and
control
systems

Foaming
machine

Installing
equipment
in
substations

Laying
pipes
connecting
central
station to
substations

Civil works

Install com-
puter control
center

Expand the
existing
DH
network
with an
additional
660, 000
sqm of
heated
building

Closure
of many
smaller
inefficient
boilers

Dramatically
reduced
emissions of
- particulates
- coal dioxide
- sulfur dioxide
- natrium oxides

Net savings
of Y
tons of coal
annually

Reduced
transport-
ation needs
of coal

Enhanced
technology
and
prolonged
lifetime of
DH-system

City real
estate
freed by
evacuated
boilers

Achieve financial  and economic
profitability

Transfer of knowledge
regarding DH-technology

Improved
health
of city´s
inhabitants

Economic
savings for
tax-payers

More
comfortable
living for
city´s
inhabitants

Demonstration
effect
regarding
District
Heating
Technology
visavis other
Chinese cities

For distribution
network:
- pre-insulated pipe
with fittings and

Supervision

- Functioning district heating
system with connected area
of x sqm
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����2IKSXMEXMSRW��4VSGYVIQIRX

2ULJLQDOO\�WKHUH�ZHUH�VL[�WR�VHYHQ�ELGGHUV��DPRQJ�WKHP�IRXU�6ZHGLVK�FRPSDQLHV��
$OID�/DYDO��c)��3RZHUSLSH�DQG�$%%��7KH�)XVKXQ�GLVWULFW�+HDWLQJ�&RPSDQ\��)+3&�
KDG�VRPH�SUHYLRXV�H[SHULHQFH�ZLWK�$OID�/DYDO�V�+HDW�H[FKDQJHUV�ZKLFK�KDG�MXVW
EHHQ�VWDUWHG�WR�EH�SURGXFHG�LQ�D�SODQW�LQ�6RXWKHUQ�&KLQD��,Q������WKH\�SXUFKDVHG
HLJKW�KHDW�H[FKDQJHUV�IURP�$OID�/DYDO�&KLQD�LQ�RUGHU�WR�WHVW��7KHQ��LQ�WKH�SURMHFW�
WKH\�SXUFKDVHG�DQRWKHU�����RI�WKHP�

7KH�ILUPV�LQYLWHG�WR�JLYH�ELGV�ZHUH�$)���3RZHUSLSH���$OID�/DYDO��DQG�$%%���$OO�RI�WKH
FRPSDQLHV�YLVLWHG�)XVKXQ�EXW�QRQH��LQ�WKH�FOLHQW�V�RSLQLRQ���GLG�D�YHU\�GHWDLOHG�VWXG\
RI��WKH�QHHGV��%XW�DOO�RI�WKHP�VXEPLWWHG�FRPSOHWH�RIIHUV��1R�RWKHU�FRPSDQLHV�ZHUH
LQYLWHG�WR�ELG��)+3&�JRW�WKH�LQIRUPDWLRQ�DERXW�WKHVH�6ZHGLVK�VXSSOLHUV�IURP�WKH
&KLQHVH�%XLOGLQJ�+HDW�$VVRFLDWLRQ�LQ�%HLMLQJ�

,Q�SUHSDUDWLRQ�IRU�WKH�WHQGHU�WKH�FRPSDQ\�KDG�FRPSDUHG�WHFKQRORJ\�IURP
6ZHGHQ��)LQODQG�DQG�86$�DQG�DOVR�VRPH�RWKHU�FRXQWULHV�DQG�KDG�IRXQG�WKDW�WKH�Z
6ZHGLVK�RQH�ZDV�WKH�PRVW�VXLWDEOH�IRU�WKHLU�SXUSRVHV�

1HJRWLDWLRQV�ZHUH�KHOG�ZLWK�$%%�)MlUUYlUPH��$OID�/DYDO�DQG�3RZHUSLSH��DQG�WKH
FRQWUDFW�ZDV�DZDUGHG�WR�$%%�)MlUUYlUPH��ZKLFK�LQ�WKLV�SURMHFW�DFWHG�DV�PDLQ
FRQWUDFWRU�IRU�WKH�IROORZLQJ�IRXU���VXEFRQWUDFWRUV�

��IRDP�PDFKLQH��IURP�)LQODQG�
��DXWRPDWLRQ�FRQWURO�V\VWHP��IURP�'HQPDUN�
��SXPSV��IURP�,WDO\��DQG
��IUHH�FXUUHQF\�FRQYHUWHUV��IURP�'HQPDUN

7KH�PDLQ�FRQWUDFWRU�DOVR�PDGH�XVH�RI�WKH�IROORZLQJ�6ZHGLVK�VXE�FRQWUDFWRUV���$OID�/DYDO
,QGXVWUL��$OID�/DYDO�$XWRPDWLRQ��$%%�'ULYHV��.0:��DQG�(6$%�

7KH�W\SH�RI�SURFXUHPHQW�DSSOLHG�LQ�WKLV�SURMHFW�ZDV�E\�WKH�&KLQHVH�DXWKRULWLHV�UHIHUUHG
WR�DV�µQDWLRQDO�FRPSHWLWLYH�ELGGLQJ�EHWZHHQ�6ZHGLVK�VXSSOLHUV�µ
)+3&�WRRN�DOO�WKH�LPSRUWDQW�GHFLVLRQV�EXW�FRQWDFW�ZLWK�$%%�VLJQHG�E\�$JHQF\�LQ
%HLMLQJ�

$OVR�LQ�WKLV�SURMHFW�WKH�VPDOO�FRPSDQ\�3RZHUSLSH��IRXQG�UHDVRQ�WR�FRPSODLQ�WR�%,76�DV
ZHOO�DV�WR�WKH�&KLQHVH�JRYHUQPHQW�DERXW�XQIDLU�FRPSHWLWLRQ��)LUVWO\���WKH�FRPSDQ\
FODLPHG�WKDW�LWV�FRPSHWLWRU�$%%�KDG�ERRNHG�WKH�HQG�XVHU�V�SHUVRQQHO�LQWR�DQ�H[SHQVLYH
��VWDU�KRWHO�DW�WKH�WLPH�RI�QHJRWLDWLRQV�LQ�%HLMLQJ��6HFRQGO\���LW�FRPSODLQHG�WKDW�WKH
&KLQHVH�LQVWLWXWLRQ�UHVSRQVLEOH�IRU�WKH�WHQGHU�RSHQLQJ��,1675,03(;��KDG�UHIXVHG�WR
DSSO\�D�SURFHGXUH�ZLWK�VHDOHG�RIIHUV�DQG�D�VLPXOWDQHRXV�RSHQLQJ�RI�WKH�ELGV��,Q�JHQHUDO
WKH\�SHUFHLYHG�WKDW�WKH�WHQGHU�SURFHGXUH�DSSOLHG�E\�WKH�&KLQHVH�JRYHUQPHQW
GLVFULPLQDWHG�DJDLQVW��VPDOO�ELGGHUV�
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6LGD�KDV�ORRNHG�LQWR�WKHVH��DV�ZHOO�DV�DOO�RWKHU�FULWLTXH�ZKLFK�KDV�EHHQ�GLUHFWHG�DW�WKH
SURFXUHPHQW�SURFHVV��EXW�IRXQG�QRWKLQJ�WKDW�ZRXOG�FRQVWLWXWH�D�VHULRXV�EUHDFK�DJDLQVW
JHQHUDOO\�DFFHSWHG�UXOHV�RI�D�FRPSHWLWLYH�SURFXUHPHQW�V\VWHP�

)LQGLQJ��2QH�RI�WKH�6ZHGLVK�ELGGHUV�FODLPHG�WKDW�WKH�WHQGHU
SURFHGXUH�DSSOLHG�E\�WKH�&KLQHVH�JRYHUQPHQW�GLVFULPLQDWHG
DJDLQVW��VPDOO�ELGGHUV��6LGD�KDV�ORRNHG�LQWR�WKHVH��DV�ZHOO�DV�DOO
RWKHU�FULWLTXH�ZKLFK�KDV�EHHQ�GLUHFWHG�DW�WKH�SURFXUHPHQW
SURFHVV��EXW�IRXQG�QRWKLQJ�WKDW�ZRXOG�FRQVWLWXWH�D�VHULRXV�EUHDFK
DJDLQVW�JHQHUDOO\�DFFHSWHG�UXOHV�RI�D�FRPSHWLWLYH�SURFXUHPHQW
V\VWHP�

����-QTPIQIRXEXMSR

'HOD\�RI�SURMHFW

$FFRUGLQJ�WR�WKH�RULJLQDO�SURMHFW�VFKHGXOH�GHOLYHULHV�RI�WKH�LPSRUWHG�JRRGV�IURP�6ZHGHQ
ZRXOG�WDNH�SODFH�IURP�'HFHPEHU������WR�0D\�������DQG�WKH�LQVWDOODWLRQV�ZRXOG�EH
FRPSOHWH�E\�1RYHPEHU�������ZKHQ�WKH�QHZ�FR�JHQHUDWLRQ�SODQW�ZDV�WR�VWDUW�LWV
RSHUDWLRQ��,QVWHDG�LQVWDOODWLRQV�VWDUWHG�RQO\�LQ�PD\������DQG�ZHQW�RQ�XQWLO�2FWREHU
������&RPPLVVLRQLQJ��ZKLFK�DFFRUGLQJ�WR�SODQV�ZRXOG�KDYH�EHHQ�DW�WKH�HQG�RI������
KDSSHQHG�RQO\�LQ�WKH�HQG�RI��������L�H��WZR�\HDUV�ODWHU�

,Q�WKH�EHJLQQLQJ�WKH�GHOD\�ZDV�FDXVHG�E\�WKH�%DQN�RI�&KLQD�ZKLFK�KHVLWDWHG�WR�DFW�DV
LQWHUPHGLDU\�IRU�WKLV�FUHGLW��DV�WKH\�KDG�D�VXVSLFLRQ�UHJDUGLQJ�WKH�VROYHQF\�RI�)+3&
DQG�ZHUH�DIUDLG�WKDW�WKH\�ZRXOG�ORRVH�WKHLU�PRQH\��(DUOLHU�WKH�%DQN�RI�&KLQD��DV�D
VWDWH�RZQHG�EDQN��KDG�WR�GR�ZKDW�LW�ZDV�WROG�E\�WKH�*RYHUQPHQW�WR�GR��7RGD\�WKH\
WKHPVHOYHV�KDYH�WR�GHFLGH�LI�D�SURSRVHG�FUHGLW�LV�SURILWDEOH�IRU�WKHP�DQG�WKDW�LW�GRHV
QRW�MHRSDUGL]H�WKHLU�VROYHQF\��,Q�WKLV�FDVH�WKH�%DQN�KDG�WR�FRQYLQFH�LWVHOI�WKDW�WKH
SURMHFW�ZDV�UHDOLVWLF�DQG�SURILWDEOH�DQG�WKDW�WKH�)+3&�FRPSDQ\�ZRXOG�EH�FDSDEOH�RI
UHSD\LQJ�LWV�ORDQ��7KH�%DQN�V�UHSUHVHQWDWLYHV�FDPH�VHYHUDO�WLPHV�WR�)XVKXQ�WR�VWXG\
WKH�SURMHFW�DQG�ILQDOO\�WKH�%DQN�JDYH�LWV�DSSURYDO�WR�DFW�DV�LQWHUPHGLDU\�EDQN�

$W�D�ODWHU�VWDJH�WKHUH�ZDV��LQ�WKH�FRPSDQ\�V�RSLQLRQ��DOVR�D�GHOD\��FDXVHG�E\�WKH
VKLSSLQJ�FRPSDQ\�UHWDLQHG�E\�$%%�

/DWHU�WKH�UHDVRQ�IRU�WKH�GHOD\�ZDV�PDLQO\�WKH�SDFH�RI�FRQVWUXFWLRQ��E\�WKH
HOHFWULFLW\�FRPSDQ\�RI��LWV�QHZ�SRZHU�HOHFWULFLW\�SODQW��EHFDXVH�WKH�)+3&�ZDQWHG�WR
XVH�KHDW�ZDWHU�IURP�WKH�QHZ�ERLOHU�WR�EH�EXLOW��)RU�WKDW�UHDVRQ�)+3&�GLG�QRW�PLQG
WR�SRVWSRQH��LQVWDOODWLRQ�LQ�WKH�VXE�VWDWLRQV�VRPHZKDW�
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7KH�%DQN�RI�&KLQD�VLJQHG�WKH�FUHGLW�DJUHHPHQW�LQ�DXJXVW�������7KH�HTXLSPHQW
DUULYHG�IURP�6ZHGHQ�IURP�DXJXVW������WR�)HEUXDU\�������,QVWDOODWLRQ�EHJDQ�LQ�PD\
�����DQG�ZHQW�RQ�XQWLO�ODWH�DXJXVW��������2Q��WK�RI�1RYHPEHU��ZKHQ�WKH�KHDWLQJ
VHDVRQ�RIILFLDOO\�VWDUWHG��WKH�QHZ�V\VWHP�ZDV�SXW�LQ�RSHUDWLRQ�RQ�D�WHVW�EDVLV�

)LQGLQJ���2YHUDOO��WKH�GHOD\�LQ�WKH�SURMHFW��DV�FRPSDUHG�WR
RULJLQDO�SODQV��LV�EHWZHHQ�RQH�DQG�WZR�\HDUV�GHSHQGLQJ�RQ�KRZ
RQH�ORRNV�DW�LW��7KH�PDLQ�UHDVRQV�DUH���$W�ILUVW���WKH�%DQN�RI
&KLQD��KHVLWDWHG�WR�DFW�DV��LQWHUPHGLDU\�IRU�WKLV�FUHGLW��DV�LW�KDG
D�VXVSLFLRQ�UHJDUGLQJ�WKH�VROYHQF\�RI�)+3&��7KHQ���WKHUH�ZDV�
LQ�WKH�FRPSDQ\�V�RSLQLRQ��D�GHOD\��FDXVHG�E\�WKH�VKLSSLQJ
FRPSDQ\�UHWDLQHG�E\�$%%��$W�D�ODWHU�VWDJH���WKH�UHDVRQ�IRU�WKH
GHOD\�ZDV�PDLQO\�WKH�SDFH�RI�FRQVWUXFWLRQ��RI�WKH�QHZ�SRZHU
SODQW��ZKRVH�ERLOHU�WKH�)+3&�ZDQWHG�WR�XVH�IRU�KHDW�ZDWHU�
7KHUHIRUH�)+3&�GLG�QRW�PLQG�WR�SRVWSRQH��LQVWDOODWLRQ�LQ�WKH
VXE�VWDWLRQV�VRPHZKDW

$W�SUHVHQW��0D\�������VRPH�����RI�WKH�KHDWLQJ�VWDWLRQ�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG
LQ����VXEVWDWLRQV���L�H��ILOWHUV��SXPSV��KHDW�H[FKDQJHUV�HWF��7HVW�UXQV�EHJDQ�LQ
)HEUXDU\�������7KH�UHVW�ZLOO�EH�LQVWDOOHG�E\��������$V�IRU�WKH�SLSHV�ZKLFK�DUH�WR�EH
LQVWDOOHG�XQGHUJURXQG�VRPH������KDYH�EHHQ�LQVWDOOHG�WR�GDWH��6RPH�RI�WKH�SLSHV
GHOLYHUHG�IURP�6ZHGHQ�ZLOO�EH�LQVWDOOHG�LQ�QHZ�DUHDV��DQG�WKH�HQWLUH�MRE�LV�H[SHFWHG�WR
EH�ILQLVKHG�E\������

2YHUDOO��WKH�GHOD\�LQ�WKH�SURMHFW�DV�FRPSDUHG�WR�RULJLQDO�SODQV�LV�EHWZHHQ�RQH�DQG
WZR�\HDUV�GHSHQGLQJ�RQ�KRZ�RQH�ORRNV�DW�LW��,Q�WKH�FRPSDQ\�V�RSLQLRQ��WKH�GHOD\�RI
WKH�SURMHFW�FDQ�EH�VDLG�WR�EH�RQO\�RQH�\HDU��QRW�WZR��EHFDXVH�ZKHQ�WKH�%DQN�RI�&KLQD
KDG�VLJQHG�ZLWK�1RUGEDQNHQ�WKHQ�LW�ZDV�DOUHDG\�ZLQWHU��%HFDXVH�LW�LV�QRW�SRVVLEOH�WR
FXW�WKH�KHDWLQJ�LQ�WKH�ZLQWHU��WKH�)+3&�KDG�WR�ZDLW�XQWLO�WKH�VXPPHU�VHDVRQ�VWDUWHG
LQ�RUGHU�WR�VWDUW�LQVWDOODWLRQ�ZRUN�

)LQGLQJ��$W�SUHVHQW��DERXW�����RI�WKH�KHDWLQJ�VWDWLRQ�HTXLSPHQW
KDV�EHHQ�LQVWDOOHG�LQ����VXEVWDWLRQV��7HVW�UXQV�EHJDQ�LQ�)HEUXDU\
������7KH�UHVW�ZLOO�EH�LQVWDOOHG�E\��������$V�IRU�WKH�SLSHV�ZKLFK�DUH
WR�EH�LQVWDOOHG�XQGHUJURXQG�VRPH������KDYH�EHHQ�LQVWDOOHG�WR�GDWH�
DQG�WKH�HQWLUH�MRE�LV�H[SHFWHG�WR�EH�ILQLVKHG�E\������

)LQDO�DFFHSWDQFH�FHUWLILFDWH
2Q�)HEUXDU\����������WKH�HQG�XVHU��)'+&��DQG�WKH�VHOOHU�$%%�WRJHWKHU�ZLWK�WKH
&KLQHVH�DXWKRULW\�UHVSRQVLEOH�IRU�LPSRUWLQJ�WKH�HTXLSPHQW��VLJQHG�D�µ)LQDO�DFFHSWDQFH
FHUWLILFDWHµ�DIWHU�WKH�ILUVW�WHVW�UXQV�KDG�EHHQ�FDUULHG�RXW��$WWDFKHG�WR�WKLV�GRFXPHQW�LV�D
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PHPRUDQGXP�ZKLFK�LQ�����SRLQWV�VSHFLILHV�WKH�UHPDLQLQJ�REOLJDWLRQV�Z�U�W��YDULRXV
SUREOHPV�WKDW�WKH�VHOOHU�XQGHUWDNHV�WR�UHFWLI\�

$FFRUGLQJ�WR�WKH�ORDQ�DJUHHPHQW�WKH�ODVW�GD\�RI�XWLOL]DWLRQ�RI�WKH�ORDQ�ZDV����)HEUXDU\�
$W�WKDW�WLPH�DOPRVW���PLOOLRQ�6(.�ZHUH�OHIW�XQXWLOL]HG��,Q�)HEUXDU\������6LGD�JUDQWHG
DQ�H[WHQVLRQ�RI�WKH�FUHGLW�SHULRG�XQWLO�-XQH���������

([FHVVLYH�LQVXUDQFH�SUHPLXP
7KH�&RPSDQ\�LV�YHU\�GLVVDWLVILHG�ZLWK�WKH�KLJK�FRVW�RI�LQVXUDQFH�IHH�IRU�WKH�(.1�
JXDUDQWHH���WKH�SUHPLXP�SD\DEOH�EHLQJ������06(.��7KLV�LV�D�FRVW�LWHP�RI�ZKLFK�LW�ZDV
QRW�PDGH�DZDUH�IURP�WKH�RXWVHW�RI�WKH�QHJRWLDWLRQV��$SSDUHQWO\�WKHUH�ZDV�D�VOLS�LQ
LQIRUPDWLRQ�EHWZHHQ�WKH�&KLQHVH�DJHQF\�UHVSRQVLEOH�IRU��WKH�QHJRWLDWLRQV�DQG�WKH
)XVKXQ�GLVWULFW�KHDWLQJ�FRPSDQ\��7KH�FRPSDQ\�ZLVKHV�WKDW�6LGD�ZRXOG�FRQVLGHU
JUDQWLQJ�WKHP�D�ZDLYHU�IRU�LW�

$FFRUGLQJ�WR�WKH�FRQWUDFW�EHWZHHQ�%DQN�RI�&KLQD�DQG�1RUGEDQNHQ�)+3&�KDG�WR
SD\�DQ�DGPLQLVWUDWLYH�IHH�RI�����������6(.��%DQN�RI�&KLQD�RQO\�DVNHG�IRU�D�VHUYLFH
IHH�RI�����IRU�LWV�VHUYLFHV��WKLV�ZDV�SDLG�RQO\�RQFH���ODVW�\HDU�

)+3&�WKLQNV�WKDW�WKLV�IHH�WR�1RUGEDQNHQ�LV�H[FHVVLYH��2QH�FRPSDQ\�UHSUHVHQWDWLYH
WROG�PH��µ2QO\�EHFDXVH�ZH�WKRXJKW�DERXW�WKH�JRRG�UHODWLRQV�EHWZHHQ�RXU�WZR
FRXQWULHV�GLG�ZH�DJUHH�WR�SD\�WKLV�DPRXQW��RWKHUZLVH��ZH�ZRXOG�KDYH�UHIXVHGµ�

5ROH�RI�WKH�FRPPXQLVW�SDUW\
6WLOO�WRGD\�WKH�FRPPXQLVW�SDUW\�KDV�D�SROLWLFDO�VHFUHWDU\�LQ�HDFK�VWDWH�FRPSDQ\��ZKR
LQ�PDQ\�SHRSOHV�RSLQLRQ��KDV�PRUH�SRZHU�WKDQ�WKH�*HQHUDO�PDQDJHU��,Q�)+3&�WKLV
LV�D�ODG\�ZLWK�HFRQRPLFV�DQG�DGPLQLVWUDWLRQ�DV�HGXFDWLRQDO�EDFNJURXQG�

0DQ\�LPSRUWDQW�GHFLVLRQV�DUH�PDGH�E\�WKLV�SROLWLFDO�VHFUHWDU\��7KHUH�LV�D�GLYLVLRQ�RI
ODERXU�EHWZHHQ�WKH�0DQDJHU�DQG�WKH�SROLWLFDO�VHFUHWDU\��DQG�WKH�PRVW�LPSRUWDQW
DUHDV�KDYH�VKDUHG�UHVSRQVLELOLW\�

$FFRUGLQJ�WR�RQH�RI�WKH�FRPSDQ\�RIILFHUV�WKDW�,�LQWHUYLHZHG���VRPHWLPHV�WKH
SROLWLFDO�VHFUHWDU\�UHVSHFWV�WKH�H[SHUW�RSLQLRQV�RI�WKH�FRPSDQ\�V�VWDII��VRPHWLPHV�QRW�
%XW�PDQ\�EDG�GHFLVLRQV��ZKLFK�FRVW�WKH�FRPSDQ\�D�ORW�RI�PRQH\��KDYH�EHHQ�WDNHQ�E\
WKH�SROLWLFDO�VHFUHWDU\�

$FFRUGLQJ�WR�WKH�&RPSDQ\�V�&KLHI�HQJLQHHU��KRZHYHU��WKHUH�DUH�QR�FDVHV
ZKHUH�WKH�3ROLWLFDO�VHFUHWDU\�KDV�KDG�DQ�RSLQLRQ�ZKLFK�GLIIHUV�IURP�WKDW�RI�WKH
PDQDJHPHQW���,Q�DQVZHU�WR�P\�TXHVWLRQ�LI�WKH�SROLWLFDO�VHFUHWDU\�VRPHWLPHV�ZRXOG
VKRZ�PRUH�OR\DOW\�WR�WKH�SDUW\�WKDQ�WR�WKH�FRPSDQ\��WKH�&KLHI�(QJLQHHU�UHSOLHG�WKDW
µWKH�SDUW\�KDV�WKH�VDPH�JRDOV�DV�WKH�SHRSOHµ�
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$FFRUGLQJ�WR�UHSRUWV�&KLQD�V�QHZ�SULPH�PLQLVWHU�KDV�SURPLVHG�WKDW�WKH�V\VWHP�RI
SROLWLFDO�VHFUHWDULHV�LQ�DOO�WKH�FRPSDQLHV�ZLOO�EH�GLVPRXQWHG�

)LQGLQJ��6WLOO�WRGD\�WKH�FRPPXQLVW�SDUW\�KDV�D�SROLWLFDO
VHFUHWDU\�LQ�HDFK�VWDWH�FRPSDQ\��ZKR�LQ�PDQ\�SHRSOHV
RSLQLRQ��KDV�PRUH�SRZHU�WKDQ�WKH�*HQHUDO�PDQDJHU�
$FFRUGLQJ�WR�RQH�RI�WKH�FRPSDQ\�RIILFHUV��VRPHWLPHV�WKH
SROLWLFDO�VHFUHWDU\�UHVSHFWV�WKH�H[SHUW�RSLQLRQV�RI�WKH
FRPSDQ\�V�VWDII��VRPHWLPHV�QRW��$FFRUGLQJ�WR�WKH
&RPSDQ\�V�&KLHI�HQJLQHHU��KRZHYHU��WKHUH�DUH�QR�FDVHV
ZKHUH�WKH�3ROLWLFDO�VHFUHWDU\�KDV�KDG�DQ�RSLQLRQ�ZKLFK
GLIIHUV�IURP�WKDW�RI�WKH�PDQDJHPHQW�

����6IWYPXW�SYXTYXW

2YHUDOO�SLFWXUH
2YHUDOO��WZR�WKLUGV�RI��WKH�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG��DQG�DERXW�����RI�WKH�KHDW
H[FKDQJHUV��3DUW�RI�WKH�6ZHGLVK�HTXLSPHQW�KDV�DOVR�EHHQ�WHVW�UXQ��,Q�WKH�FRPSDQ\�V
RSLQLRQ��µWKH�WHVWV�KDYH�VKRZQ�WKDW��WKH�HTXLSPHQW�JHQHUDOO\�UXQV�YHU\�VPRRWKO\�DQG
HIILFLHQWO\�µ��2YHUDOO�WKH�FRPSDQ\�FKDUDFWHUL]HV�WKH�V\VWHP�LQVWDOOHG�DV��µVRXQG�DQG
VDIHµ��,W�DOVR�KRZHYHU�SRLQWV�RXW�WKDW�WKHUH�DUH�H[LVWLQJ�SUREOHPV��QDPHO\

��H[FHVVLYH�QRLVH�OHYHO�RI�SXPSV
��ODFN�RI�VSDUH�SDUWV�IRU�WKH�IUHTXHQF\�FRQYHUWHUV
��SUREOHPV�ZLWK�WKH�FRPSXWHUL]HG�PRQLWRULQJ�V\VWHP
��PDOIXQFWLRQV�LQ�WKH�IRDPLQJ�PDFKLQH
��VWLOO�LQDGHTXDWH�WUDLQLQJ

7KH�FRPSDQ\�V�&KLHI�HQJLQHHU��VD\V�WKDW�´*HQHUDOO\�VSHDNLQJ�ZH�DUH�VDWLVILHG�ZLWK
WKH�6ZHGLVK�GHOLYHULHV��EXW�LQ�WKH�IXWXUH�ZH�QHHG�WR�KDYH�VSDUH�SDUWV�IRU�VXFK�SDUWV
ZKLFK�EUHDN�HDVLO\��'RHV�6LGD�KDYH�DQ\�IXQGV�WR�VXSSO\�VXFK�VSDUH�SDUWV"µ

7KH�FRPSDQ\�HPSKDVL]HV�WKH�EHQHILWV�FUHDWHG�E\�WKH�6ZHGLVK�GHOLYHU\�
µLW�FKDQJHG�RXU�KHDWLQJ�PHWKRGV��WKH�ZD\�ZH�SURYLGH�KHDW�WR�WKH�FRQVXPHU������7KH�6ZHGLVK�WHFKQRORJ\
LV�YHU\�DGYDQFHG��PRUH�VR�WKDQ�RXU�RZQ�HTXLSPHQW�LQ�WKLV�ILHOG�����-XGJLQJ�IURP�WKH�WHVW�WXQV�PDGH�ZH
WKLQN�WKDW�WKH�HTXLSPHQW�LV�YHU\�JRRG�������7KH�RXWSXW�DQG�WKH�EHQHILWV�RI�WKH�V\VWHP�ZH�WKLQN�ZLOO�EH
WKH�RQHV�DV�SODQQHGµ

5HJDUGLQJ�WKH�UHPDLQLQJ�SUREOHPV�WKH�FRPSDQ\�V�VWDQFH�LV�WKH�IROORZLQJ�
�´:H�KRSH�WKDW�WKH�SUREOHP�ZLWK�WKH�H[FHVVLYH�1RUGEDQNHQ�IHH�DQG�WKDW�RI�WKH�IRDP�PDFKLQH

ZLOO�EH�VROYHG��:LWK�UHVSHFW�WR�WKH�RWKHU�SUREOHPV�PHQWLRQHG�DERYH�ZH��LI�LW�WXUQV�RXW�WKDW�ZH�DUH
ZURQJ�DQG�WKDW�WKH�GHOLYHU\�LV�QRUPDO��ZH�ZLOO�DFFHSW�WKLV�µ
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,Q�VSLWH�RI�WKH�PDQ\�UDWKHU�VHULRXV�SRLQWV�RI�FULWLFLVP�WKDW�ZHUH�UDLVHG��VRPH�RI�ZKLFK
DUH�SUHVHQWHG�EHORZ��WKH�&RPSDQ\�VWLOO�LQVLVWV�WKDW�WKH�FRRSHUDWLRQ�ZLWK�$%%�LV�YHU\
JRRG�

)LQGLQJ��7ZR�WKLUGV�RI��WKH�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG��DQG�WHVW�UXQ�
,Q�WKH�FRPSDQ\�V�RSLQLRQ�WKH�WHVWV�KDYH�VKRZQ�WKDW��WKH�HTXLSPHQW
JHQHUDOO\�UXQV�YHU\�VPRRWKO\�DQG�HIILFLHQWO\��,W�DOVR�KRZHYHU�SRLQWV�RXW
VHYHUDO�SUREOHPV��QDPHO\��QRLVH�OHYHO�RI�SXPSV��ODFN�RI�VSDUH�SDUWV�IRU�WKH
IUHTXHQF\�FRQYHUWHUV��SUREOHPV�ZLWK�WKH�FRPSXWHUL]HG�PRQLWRULQJ
V\VWHP��PDOIXQFWLRQV�LQ�WKH�IRDPLQJ�PDFKLQH��VWLOO�LQDGHTXDWH�WUDLQLQJ

)LQGLQJ��7KH�FRPSDQ\�HPSKDVL]HV�WKH�EHQHILWV�FUHDWHG�E\�WKH�6ZHGLVK
GHOLYHU\���µLW�FKDQJHG�RXU�KHDWLQJ�PHWKRGV��WKH�ZD\�ZH�SURYLGH�KHDW�WR�WKH
FRQVXPHU������7KH�6ZHGLVK�WHFKQRORJ\�LV�YHU\�DGYDQFHG��PRUH�VR�WKDQ�RXU�RZQ
HTXLSPHQW�LQ�WKLV�ILHOG�����-XGJLQJ�IURP�WKH�WHVW�WXQV�PDGH�ZH�WKLQN�WKDW�WKH�HTXLSPHQW
LV�YHU\�JRRG�������7KH�RXWSXW�DQG�WKH�EHQHILWV�RI�WKH�V\VWHP�ZH�WKLQN�ZLOO�EH�WKH�RQHV�DV
SODQQHGµ

9,6,7�72�7:2�68%�67$7,216��,Q�DOO�WKHUH�DUH����VXEVWDWLRQV�VHUYLFLQJ�D�WRWDO
DUHD�RI�����������VT��PHWUHV�
,�YLVLWHG�WZR�VXEVWDWLRQV�ORFDWHG�RQ�WKH�ERWWRP�IORRU�LQ�RUGLQDU\�UHVLGHQWLDO�FXP�
RIILFH�EXLOGLQJV��7KH�VXEVWDWLRQV�ZHUH�LQVWDOOHG�LQ�WKH�DXWXPQ�RI�������RSHQHG�IRU
WHVWLQJ�LQ�1RYHPEHU������DQG�KDYH�QRZ�EHHQ�LQ�VHUYLFH�GXULQJ�RQH�KHDWLQJ�VHDVRQ�
6R�IDU��DFFRUGLQJ�WR�WKH�FRPSDQ\�RQO\�PLQRU�SUREOHPV�KDYH�EHHQ�H[SHULHQFHG��7KH
VXE�VWDWLRQV�KDG�D�PL[�RI�6ZHGLVK�DQG�&KLQHVH�WHFKQRORJ\

6XEVWDWLRQ��
7KH�QHLJKERUV�FRPSODLQ�RI�WKH�YHU\�KLJK�QRLVH�OHYHO�IURP�WKH�SXPSV��7KHUH�LV�DOVR
OHDNDJH�LQ�VRPH�RI�WKH�SXPSV��7KH�FRPSDQ\�KDV�WULHG�WR�LVRODWH�WKH�SXPS�URRP��EXW
WKDW�RQO\�OHG�WR�D�VOLJKW�LPSURYHPHQW�LQ�QRLVH�OHYHO��$W�SUHVHQW�WKHUH�LV�QR�LPPHGLDWH�
FRQFUHWH�VROXWLRQ�LQ�VLJKW�WR�WKH�QRLVH�SUREOHP��7KH\�FRPSDQ\�KDV�FRPSODLQHG�WR
$%%��ZKLFK�KRZHYHU�FODLPV�WKDW�WKH�QRLVH�OHYHO�LV�QRUPDO�

2XW�RI�D�WRWDO�RI������KDQGOHV�IRU�YDOYHV��WKUHH�KDYH�EURNHQ�

)XUWKHU�,��VDZ�WKUHH�FXUUHQF\�FRQYHUWHUV���VHQVRUV��IRU�WHPSHUDWXUH�DQG�SUHVVXUH
PHDVXUHPHQW��ILOWHUV���DQG�YDOYHV��LPSRUWHG�IURP�6ZHGHQ��DV�ZHOO�DV�DFFXPXODWRUV��IRU
SXPSV��ZDWHU�SUH�WUHDWHUV���DQG�D��VZLWFKERDUG��IRU�HOHFWULFLW\��DOO�PDGH�LQ�&KLQD��$OO�WKLV
HTXLSPHQW�ZHUH�IXQFWLRQLQJ�ZLWKRXW�DQ\�SUREOHPV�
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6XEVWDWLRQ���
7KH�VHFRQG�VXE�VWDWLRQ�,�YLVLWHG��VHUYHG�DQ�DUHD�RI��������VT��P��$PRQJ�LWV
HTXLSPHQW�ZHUH���KHDW�H[FKDQJHUV�DQG���SXPSV�LPSRUWHG�IURP�6ZHGHQ��$OO�LQVWDOOHG
LQ�WKH�DXWXPQ�RI������DQG�RSHUDWHG�IRU���PRQWKV�ZLWKRXW�DQ\�SUREOHPV��+RZHYHU�
WKHUH�ZHUH�FRPSODLQWV�DERXW�WKH�YHU\�KLJK�QRLVH�OHYHO�RI�WKH�,WDOLDQ�PDGH�SXPSV
�ZKLFK�ZHUH�GHOLYHUHG�E\�D�VXE�FRQWUDFWRU�WR�WKH�6ZHGLVK�VXSSOLHU��

3UHYLRXVO\�WKLV�VXEVWDWLRQ�KDG�KDG�QR�KHDW�H[FKDQJHUV��7KH�KRW�ZDWHU�IURP
WKH�SRZHU�SODQW�ZDV�SXW�GLUHFWO\�LQWR�WKH�GLVWULFW�KHDWLQJ�V\VWHP��UHVXOWLQJ�LQ�D�ELJ�ORVV
RI�KHDW��1RU�ZHUH�WKHUH�DQ\�SXPSV��WKH�SUHVVXUH�FDPH�IURP�RXWVLGH�DQG�FRXOG�QRW�EH
UHJXODWHG��7KLV�ZDV�D�YHU\�XQHFRQRPLFDO�V\VWHP�

+HDW�H[FKDQJHUV
1R�SUREOHPV�KDYH�EHHQ�UHSRUWHG�UHJDUGLQJ�WKH�6ZHGLVK�KHDW�H[FKDQJHUV��2Q�WKH
FRQWUDU\��WKH�FRPSDQ\�LV�TXLWH�VDWLVILHG�ZLWK�WKHLU�SHUIRUPDQFH�

+RZHYHU��LQ������$OID�/DYDO�VWDUWHG�SURGXFLQJ�KHDW�H[FKDQJHUV�IURP�LW�VRZQ�IDFWRU\
LQ�-LQJR�<LQ�LQ�WKH�-LQJR�6X�SURYLQFH�LQ�6RXWKHUQ�&KLQD��)+3&�KDG�WHVWHG��WKHVH
KHDW�H[FKDQJHUV�PDQXIDFWXUHG�LQ�&KLQD�DQG�ZDV�TXLWH�VDWLVILHG�ZLWK�WKHP��DQG�
DFFRUGLQJ�WR�ZKDW�WKH\�WROG�PH��LI�WKH�6ZHGLVK�FUHGLW�KDG�QRW�EHHQ�WLHG�WR�6ZHGLVK
JRRGV�WKH\�ZRXOG�KDYH�SUHIHUUHG�WR�SXUFKDVH�WKH�KHDW�H[FKDQJHUV�LQ�&KLQD�

)LQGLQJ��7KH�FRPSDQ\�LV�TXLWH�VDWLVILHG�ZLWK�WKH
SHUIRUPDQFH�RI�WKH�6ZHGLVK�KHDW�H[FKDQJHUV��+RZHYHU��LQ
�����$OID�/DYDO�VWDUWHG�SURGXFLQJ�KHDW�H[FKDQJHUV�IURP�LWV
RZQ�IDFWRU\�LQ�6RXWKHUQ�&KLQD�
)+3&�KDG�WHVWHG�WKHVH�KHDW�H[FKDQJHUV�PDQXIDFWXUHG�LQ
&KLQD�DQG�ZDV�TXLWH�VDWLVILHG�ZLWK�WKHP��DQG��LI�WKH�6ZHGLVK
FUHGLW�KDG�QRW�EHHQ�WLHG�WR�6ZHGLVK�JRRGV��WKH\�ZRXOG�KDYH
SUHIHUUHG�WR�SXUFKDVH�WKH�KHDW�H[FKDQJHUV�LQ�&KLQD�

3XPSV�

5HVLGHQWV�LQ�WKH�DUHD�RI�VRPH�RI�WKH�VXE�VWDWLRQV�KDYH�FRPSODLQHG�DERXW�D�YHU\�KLJK
VRXQG�OHYHO�RI�WKH�SXPSV��2QH�FRPSDQ\�RIILFHU�WROG�PH�
�µ7KH�6ZHGLVK�SXPSV�ZHUH�D�GLVDSSRLQWPHQW��:H�WKRXJKW�WKDW�LQ��:HVWHUQ�FRXQWULHV��DQG�QRWDEO\
6ZHGHQ��SXPSV�ZRXOG�EH�YHU\�DGYDQFHG�Z�U�W�HQYLURQPHQWDO�FRQGLWLRQV�VXFK�DV�H�J�QRLVH�OHYHO��VR�ZH
IRUJRW�WR�LQFOXGH�WKLV�DVSHFW�DPRQJ�WKH�SRLQWV�ZKLFK�QHHGHG�WR�EH�VSHFLILHG�LQ�WKH�FRQWUDFW��:KHQ�ZH
UHFHLYHG�WKH�SXPSV�ZH�ZHUH�UHDOO\�VXUSULVHG�DW�WKH�QRLVH�µ

                                          
3 The name of these circulating pumps, manufactured in Italy according to the specification manual received by FHPC,
is CP1 AC32-160.
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6R�WKH�&KLQHVH�GHOHJDWLRQ��YLVLWLQJ�6ZHGHQ�IRU�WKH�QHJRWLDWLRQV��DVVXPHG�WKDW�WKH
6ZHGLVK�SXPSV�ZRXOG�EH�HQYLURQPHQWDO�IULHQGO\�DQG�GLG�QRW�ERWKHU�WR�QHJRWLDWH�WKH
VSHFLILFDWLRQV�RI�WKH�SXPSV�

2QH�ZRQGHUV�ZK\�$%%�FKRVH�WR�RIIHU�QRLV\�SXPSV��+DG�WKH\�QRW�VWXGLHG�WKH
FRQGLWLRQV�LQ�)XVKXQ�DQG�XQGHUVWRRG�WKH�QHHGV�RI�WKH�FOLHQW��QRWDEO\�WKDW�WKH�SXPSV
ZRXOG�EH�SODFHG�LQ�UHVLGHQWLDO�EXLOGLQJV�DQG�QRW�DV�SUREDEO\�LQ�6ZHGHQ�DQG�(XURSH�
LQ�VSHFLDO�SXPS�KRXVHV�UHPRYHG�IURP�UHVLGHQWLDO�XQLWV"��$FFRUGLQJ�WR�RQH�FRPSDQ\
UHSUHVHQWDWLYH�$%%�GLG�QRW�YLVLW�DQ\�VXEVWDWLRQ��:KHQ�WKH\�FDPH�WR�)+3&�WKH\
VWXGLHG�GUDZLQJV�EXW�GLG�QRW�DFWXDOO\�JR�WR�DQ\�VXEVWDWLRQ�

,I�WKH�VLWXDWLRQ�LV�DV�GHVFULEHG��LW�ZRXOG�VHHP�WR�EH�UDWKHU�XQSURIHVVLRQDO�RQ�WKH�SDUW
RI�$%%�QRW�WR�FDUHIXOO\�VWXG\�WKH�DFWXDO�QHHG�RI�WKH�FXVWRPHU��HYHQ�WKRXJK�WKH�IDXOW
LQ�D�IRUPDO�VHQVH�QR�GRXEW�OLHV�ZLWK�WKH�FOLHQW�ZKR�ZDV�FDUHOHVV�HQRXJK�QRW�WR�VSHFLI\
WKH�GHVLUHG�FKDUDFWHULVWLFV�RI�WKLV�SDUWLFXODU�HTXLSPHQW���+RZHYHU��WKLV�RXWFRPH�PXVW
EH�VHHQ�DV�D�IDLOXUH�DQG�D�SUREOHP�IRU�$%%�DW�OHDVW�DV�PXFK�DV�IRU�WKH�FOLHQW�)+3&�
IRU�$%%�KDV�LQ�HIIHFW�GHOLYHUHG�D�SURGXFW�ZKLFK�GRHV�QRW�PHHW�WKH�UHTXLUHPHQWV�RI
WKH�FXVWRPHU�

2I�WKH�WRWDO�[[�SXPSV�GHOLYHUHG����RU���KDYH�EURNHQ�

0DQ\�VHHP�WR�EH�RI�WKH�RSLQLRQ�WKDW�SXPSV�SURGXFHG�ORFDOO\�LQ�&KLQD�DUH�QRW�RQO\
FKHDSHU�EXW�DOVR�PRUH�VLOHQW�WKDQ�WKH�RQHV�GHOLYHUHG�E\�$%%�

3LSHV
7KH�LQVXODWLRQ��IRU�IRXU�RI�WKH�SLSHV��UHSUHVHQWLQJ��D�WRWDO�OHQJWK�RI����PHWUHV��EURNH
GXULQJ�WKH�ZLQWHU��$FFRUGLQJ�WR�WKH�FRPSDQ\�WKH\�EURNH�E\�WKHPVHOYHV�ZLWKRXW
DQ\ERG\�KDYLQJ�WRXFKHG�WKHP��VR�PD\EH�WKH�EUHDNDJH�ZDV�GXH�WR�WKH�ELJ
WHPSHUDWXUH�FRQWUDVW�H[SHULHQFHG�LQ�)XVKXQ��IURP�����LQ�WKH�ZLQWHU�WR������LQ�WKH
VXPPHU���$%%�KDV�SURPLVHG�WR�FRPSHQVDWH�E\�UHSD\LQJ�D�FRUUHVSRQGLQJ�DPRXQW�
$OVR�VRPH�SLSH�FRQQHFWRUV�KDYH�EURNHQ�

$IWHU�DERXW������RI�WKH�SLSHV�KDYH�EHHQ�LQVWDOOHG�QR�SUREOHPV�KDYH�EHHQ�IRXQG�ZLWK
WKH�UHPDLQLQJ�SLSHV��$OO��H[FHSW�WKH�DERYH�IRXU��DUH�VDWLVIDFWRU\�Z�U�W���GLPHQVLRQV�
LQVXODWLRQ�HWF�

)RDPLQJ�PDFKLQH
$QRWKHU�KHDGDFKH�LV�WKH�IRDPLQJ�PDFKLQH��GHOLYHUHG�E\�$%%�V�VXE�FRQWUDFWRU�LQ
)LQODQG��ZKLFK�LV�XVHG�WR�LQVXODWH�WKH�SLSHV�DQG�H[WHUQDOO\�DOVR�WR�LQVXODWH�WKH
FRQQHFWLRQV��(DUOLHU�ZKHQ�WKH�PDFKLQH�ZDV�ZRUNLQJ�ZHOO�WKH�FRPSDQ\�FRXOG�XVH�LW�WR
LQVXODWH�WKH�ZKROH�SLSHV��$IWHU�D�YHU\�VKRUW�XVDJH�WKH�PDFKLQH�V�PDLQ�FRPSUHVVRU
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EURNH�GRZQ��DQG�QRZ�LW�FDQ�QRW�IXQFWLRQ�LQ�WKH�ZLQWHU��DQG�LW�FDQ�RQO\�EH�XVHG�WR
LQVXODWH�WKH�FRQQHFWLRQV��7KH�)LQQLVK�FRPSDQ\�KDV�SURPLVHG�WR�UHSDLU�LW�
,Q�WKH�FRQWUDFW�KDG�EHHQ�LQFOXGHG�DERXW����������6(.�LQ�VSDUH�SDUWV�IRU�WKH�IRDPLQJ
PDFKLQH�

$XWRPDWLRQ�V\VWHP�LQ�FRQWURO�VWDWLRQ
$QRWKHU�SUREOHP�LV�WKH�DXWRPDWLRQ�V\VWHP�LQ�WKH�FRQWURO�VWDWLRQ��*HQHUDOO\�VSHDNLQJ
WKH�FRPSDQ\�ILQGV�WKH�V\VWHP�WR�EH�VDWLVIDFWRU\��EXW�IHHOV�WKDW�LW��QHHGV�PRUH�WUDLQLQJ
RQ�KRZ�WR�RSHUDWH�LW��$%%�KDV�EHHQ�KHUH�DQG�FDUULHG�RXW�WKH�WUDLQLQJ�DV�VSHFLILHG�SHU
FRQWUDFW��EXW�RXU�ZRUNHUV�VWLOO�KDYH�SUREOHPV�RSHUDWLQJ�WKH�V\VWHP��$%%�KDV�VDLG�WKDW
WKH\�ZLOO�DVVLVW�E\�VHQGLQJ�QHZ�SURJUDPV�RU�LQVWUXFWLRQV�RYHU��H�PDLO��DQG��DFFRUGLQJ
WR�WKH�FRPSDQ\��DOVR�SURPLVHG�WKDW��µLI��)+3&�KDV�D�SUREOHP�LQ�WKH�IXWXUH�WKH\�ZLOO
QHYHU�WDNH�WKHLU�KDQG�DZD\�IURP�)+3&µ�

)ORZ��PHWHU
7KH�IORZ�PHWUH�LV�QRW�ZRUNLQJ�ZHOO��,W�FDQQRW�VKRZ�DFFXPXODWHG�IORZV��DV�VRPHWLPHV
WKH�PHWHU�JRHV�EDFN�WR�]HUR���7KLV�LV�VRPHWKLQJ�WKH�FRPSDQ\�UHDOL]HG�RQO\�DIWHU�WKH
PHPRUDQGXP�RI�WHVW�UXQ�ZDV�VHQW�DZD\��1RZ�LW�FRQVWLWXWHV�DQ�LPSRUWDQW�SUREOHP�
IRU�ZLWKRXW�WKH�PHWHU�LW�LV�QRW�SRVVLEOH�WR�VHH�LI��DQG�KRZ�PXFK�HQHUJ\�LV�VDYHG�E\�WKH
QHZ�V\VWHP�

)UHH�FXUUHQF\�FRQYHUWHUV
7KH�IUHH�FXUUHQF\�FRQYHUWHUV�GR�QRW�IXQFWLRQ�ZHOO��EHFDXVH�WKH�FRQQHFWLRQ�RI�WKH�NH\
ERDUG�WR�WKH�LQVLGH�LV�YHU\�FRPSOLFDWHG�

6XEVWDWLRQ�35&�FRPSXWHU
6XEVWDWLRQ�35&�FRPSXWHU�KDV�D�VPDOO�SDUW�ZKLFK��EUHDNV�HDVLO\��:KHQ�LW�GRHV�ZH�DUH
QRW�DEOH�WR�IL[�LW�EHFDXVH�WKHUH�DUH�QR�ORFDOO\�DYDLODEOH�VSDUH�SDUWV�

/2&$/�0$18)$&785(
0RVW�RI�WKH�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ�FRXOG�LQ�SULQFLSOH�KDYH�EHHQ�ERXJKW
ORFDOO\�IURP�WKH�&KLQHVH�PDUNHW��EXW�JHQHUDOO\�RQH�PXVW�DVVXPH�WKDW�WKH�ORFDO�TXDOLW\
LV�VXEVWDQWLDOO\��ORZHU�
6RPH�RI�WKH�LWHPV�KRZHYHU��H�J��IUHH�FXUUHQF\�FRQYHUWHUV���DUH�QRW�PDQXIDFWXUHG�LQ�&KLQD�

7KH�TXHVWLRQ�ZHDWKHU�RU�QRW�WKH\�KDG�FKRVHQ�6ZHGLVK�HTXLSPHQW�HYHQ�LI�WKH�FUHGLW
KDG�EHHQ�XQWLHG�KDG�WR�EH�DVNHG�YHU\�PDQ\�WLPHV�DQG�LQ�GLIIHUHQW�GLVJXLVHG�IRUPV�LQ
RUGHU�WR�JHW�D�FOHDU�DQVZHU��,�DP�VWLOO�QRW�VXUH��EXW�LW�ZRXOG�VHHP�WR�PRVW�OLNHO\�WKDW
WKH\�KDG�LQGHHG�SXUFKDVHG�GLIIHUHQWO\�KDG�WKH\�UHFHLYHG�DQ�XQWLHG�FUHGLW�LQVWHDG�
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7KH�SULFH�GLIIHUHQFH��EHWZHHQ�$OID�/DYDO�H[FKDQJHUV�ORFDOO\�SURGXFHG�DQG�LPSRUWHG
IURP�6ZHGHQ�ZDV�UHSRUWHG�WR�EH�PHUHO\�������EXW�WKLV�ILJXUH�FRXOG�QRW�EH
FRQILUPHG�
7KH�HLJKW�XQLWV�SXUFKDVHG�ORFDOO\�)+3&�JRW�DW�D�SURPRWLRQDO�SULFH�

7KHUH�DUH�LQ�&KLQD�WRGD\�DERXW����FLWLHV�WKDW�KDYH�D�PRGHUQ�KHDWLQJ�V\VWHP�RQ�SDU
ZLWK�)XVKXQ��7KH\�DUH�-LDPXVL��0XGDQMDQJ��&KDQJ&KXQ��+DUELQ��6KHQ\DQJ�
7DQJVKDQ��7DL\XDQ��6KLMLD]KXDQJ��6KLEH]L��)XVKXQ�DQG�'DOLDQ�

0XGDQMDQJ�KDV�XVHG�)LQQLVK�WHFKQRORJ\��6KLEHL�HTXLSPHQW�IURP�$%%�
ERXJKW�FRPPHUFLDOO\��7KH�UHVW�KDYH�XVHG�HLWKHU�6ZHGLVK�RI�&KLQHVH�WHFKQRORJ\�
+RZ�GR�WKH�FLWLHV�ZKLFK�KDYH�XVHG�GRPHVWLF�WHFKQRORJ\�FRPSDUH�ZLWK�WKH�RWKHUV"
6RPH�SDUWV�PD\�QRW�EH�VR�JRRG��H�J�WKH�KHDW�H[FKDQJHUV�EXW�RWKHUV�HOHPHQW�DUH
SUREDEO\�DOPRVW�DV�JRRG��H�J�WKH�FRQWURO�V\VWHPV�

7UDQVIHU�RI�NQRZOHGJH
2QH�FRPSDQ\�RIILFHU�HPSKDVL]HG�WKDW�WKH�WUDQVIHU�RI�NQRZOHGJH�DQG�WUDLQLQJ�LV
PXFK�KLJKHU�ZLWK�LPSRUWHG�HTXLSPHQW�DV�FRPSDUHG�WR�GRPHVWLF��(VSHFLDOO\�ZKHQ
RQH�EX\V�D�ZKROH�V\VWHP�UHDG\�SODQQHG�LQFOXGLQJ�ERWK�KDUG�DQG�VRIWZDUH�

&RQFOXVLRQ�UHJDUGLQJ�ORFDO�PDQXIDFWXUH
7KH�FRQWHQWLRQ�PDGH�LQ�WKH�%,76�GHFLVLRQ�GRFXPHQW�WKDW�WKH�HTXLSPHQW�WR�EH
LPSRUWHG�IURP�6ZHGHQ�FRXOG�QRW�EH�IRXQG�DW�VXIILFLHQW�TXDOLW\�LQ�&KLQD��LQ�JHQHUDO�VWLOO
KROGV�WUXH��EXW�SUREDEO\�WR�D�FRQVLGHUDEO\�OHVVHU�H[WHQW�WRGD\�WKDQ�ZKHQ�WKH�GHFLVLRQ
ZDV�PDGH�LQ�������$V�IRU�SXPSV��WKHUH�DUH�PDQ\�REVHUYHUV�ZKR�FODLP�WKDW�\RX�FDQ�EX\
SXPSV�MXVW�DV�JRRG���DQG�ZLWK�OHVV�QRLVH���LQ�&KLQD�DW�D�PXFK�OHVVHU�SULFH��$FFRUGLQJ�WR
WKHVH�SHUVRQV��DOVR�VRPH�YDOYHV�FDQ�EH�IRXQG�LQ�FKLQD���,W�LV�KRZHYHU�UHFRJQL]HG�ZLGHO\
WKDW�WKH�OLIH�VSDQ�RU�WHFKQLFDO�GXUDELOLW\�RI�WKH�&KLQHVH�HTXLSPHQW�LV�FRQVLGHUDEO\
VKRUWHU�WKDQ�IRU�6ZHGLVK�JRRGV�

)LQGLQJ��0RVW�RI�WKH�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ
FRXOG�KDYH�EHHQ�ERXJKW�ORFDOO\�IURP�WKH�&KLQHVH�PDUNHW�
EXW�JHQHUDOO\�RQH�PXVW�DVVXPH�WKDW�WKH�ORFDO�TXDOLW\�LV
VXEVWDQWLDOO\��ORZHU��1HYHUWKHOHVV�LW�ZRXOG�VHHP�OLNHO\�WKDW
LI�WKH�FRPSDQ\�KDG�UHFHLYHG�DQ�XQWLHG�FUHGLW�LW�ZRXOG�KDYH
SXUFKDVHG�GLIIHUHQWO\�
������7KHUH�DUH�LQ�&KLQD�WRGD\�DERXW����FLWLHV�WKDW�KDYH�D
PRGHUQ�GLVWULFW�KHDWLQJ�V\VWHP���KDOI�RI�WKHP�UHO\LQJ�
DSSDUHQWO\�VXFFHVVIXOO\��RQ�&KLQHVH�WHFKQRORJ\�
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����)JJIGXW

7KH�PDLQ�HIIHFWV�H[SHFWHG�IURP�WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LQWR�WKH�0LGGOH�$UHD
DUH�WKH�IROORZLQJ�

��D�FRQVLGHUDEOH�HQHUJ\�FRQVHUYDWLRQ�EHFDXVH�RI�WKH�FRDO�WKDW�LV�VDYHG�ZKHQ�RQH
ODUJH��KLJKO\�HIILFLHQW�ERLOHU�UHSODFHV�D�PXOWLWXGH�RI�VWRYHV�DQG�VPDOO��LQHIILFLHQW�ERLOHUV

��VXSSO\�RI�KHDW�WR�WKH�FLW\�V�LQKDELWDQWV
��LQFUHDVHG�SRVVLELOLW\�IRU�IXWXUH�H[SDQVLRQ
��UHGXFHG�QHHG�RI�PDNH�XS�ZDWHU�GXH�WR�LQVWDOODWLRQ�RI�KHDW�H[FKDQJHUV��7KH

FRQWURO�RI�ZDWHU�ZLOO�GHFUHDVH�FRUURVLRQ�LQVLGH�WKH�SLSHV��ZKLFK�ZLOO�OHDG�WR�ORQJHU
QHWZRUN�WHFKQLFDO�OLIHWLPH

��LQVWDOODWLRQ�RI�FRQWURO�YDOYHV�DW�WKH�VXEVWDWLRQV�ZLOO�PDNH�LW�HDVLHU�WR�EDODQFH�WKH
V\VWHP�DQG�JLYH�EHWWHU�WHPSHUDWXUH�FRQWURO

2YHUDOO�LW�ZDV�HVWLPDWHG�WKDW�WKH�VDYLQJV�LQ�SUHVHQW�IXHO�FRQVXPSWLRQ�ZRXOG�EH�DERXW���
����'XH�WR�WKH�SURMHFW�H[SDQVLRQV�SODQQHG�IRU���������WKH�VDYLQJV�LQ�FRDO�FRQVXPSWLRQ
ZRXOG�EH�DERXW��������WRQV�SHU�\HDU��DQG�ZLWK�WKH�H[SDQVLRQ�SODQQHG�XQWLO�\HDU�����
WKH�VDYLQJV�ZRXOG�EH�DERXW���������WRQV�DQQXDOO\�

)LQGLQJ��7KH�PDLQ�HIIHFWV�RI�WKH�SURMHFW�DUH�
��D�FRQVLGHUDEOH�HQHUJ\�FRQVHUYDWLRQ�EHFDXVH�RI�WKH�FRDO�WKDW�LV�VDYHG�ZKHQ�RQH
ODUJH��KLJKO\�HIILFLHQW�ERLOHU�UHSODFHV�D�PXOWLWXGH�RI�VWRYHV�DQG�VPDOO��LQHIILFLHQW
ERLOHUV
��VXSSO\�RI�KHDW�WR�WKH�FLW\�V�LQKDELWDQWV
��LQFUHDVHG�SRVVLELOLW\�IRU�IXWXUH�H[SDQVLRQ
��UHGXFHG�QHHG�RI�PDNH�XS�ZDWHU�GXH�WR�LQVWDOODWLRQ�RI�KHDW�H[FKDQJHUV
��FRQWURO�RI�ZDWHU�ZLOO�GHFUHDVH�FRUURVLRQ�LQVLGH�WKH�SLSHV��ZKLFK�ZLOO�OHDG�WR�ORQJHU
QHWZRUN�WHFKQLFDO�OLIHWLPH
��LQVWDOODWLRQ�RI�FRQWURO�YDOYHV�DW�WKH�VXEVWDWLRQV�ZLOO�PDNH�LW�HDVLHU�WR�EDODQFH�WKH
V\VWHP�DQG�JLYH�EHWWHU�WHPSHUDWXUH�FRQWURO�

�����*MRERGMEP�TVSJMXEFMPMX]
7DULIIV�DQG�WD[HV
+HDWLQJ�WDULIIV�DUH�WRGD\�QRW�YDULHG�IRU�GLIIHUHQW�FRQVXPHU�JURXSV��RQO\�IRU�GLIIHUHQW
FDWHJRULHV�RI�EXLOGLQJV��DQG�ZLWK�UHVSHFW�WR�VXFK�SURSHUWLHV�VXFK�DV�ZKLFK�IORRU�RI�WKH
EXLOGLQJ�WKH�FRQVXPHU�KDV�

)RU�WKH�IXWXUH�WKH�FLW\�JRYHUQPHQW�RI�)XVKXQ�LV��FRQWHPSODWLQJ�WKH
LQWURGXFWLRQ�RI�GLIIHUHQWLDWHG�WDULIIV�Z�U�W�WR�GLIIHUHQW�FRQVXPHU�JURXSV�VXFK�DV�ILUPV�
KRXVHKROGV�HWF���DQG�DOVR�GLIIHUHQWLDWH�EHWZHHQ�VWDWH�DQG�SULYDWH�ILUPV��$W�SUHVHQW�D
JURXS�IURP�WKH�FLW\�*RYHUQPHQW�LV�VWXG\LQJ�WKH�TXHVWLRQ�RI�IXWXUH�KHDWLQJ�WDULIIV�
)RU�JDV��ZDWHU�DQG�HOHFWULFLW\�WKHUH�KDV�DOUHDG\�EHHQ�VXFK�D�GLIIHUHQWLDWHG�WDULII�IRU���
\HDUV�
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7KH�DQQXDO�KHDWLQJ�FKDUJH�IRU�WKH�FXVWRPHU�LV����\XDQ�SHU�VTP�SHU�\HDU��7KH
FKDUJH�LV�WKH�VDPH�IRU�DOO�XVHU�FDWHJRULHV

7KH�FRPSDQ\�LV�DOORZHG�WR�NHHS�WKH�SURILW�DIWHU�WKH\�KDYH�SDLG�IRXU�GLIIHUHQW�WD[HV�
LQFRPH�WD[��GHYHORSPHQW�WD[��FRPPHUFLDO�WD[�DQG�FLW\�FRQVWUXFWLRQ�WD[�
7DULIIV�DUH�VHW�E\�WKH�ORFDO�JRYHUQPHQW

%,76��DSSUDLVDO
7KH�DSSUDLVDO�FRPPLVVLRQHG�E\�%,76�FDOFXODWHG�WKH�ILQDQFLDO�UDWH�RI�UHWXUQ�IRU�WZR
FDVHV�������DVVXPLQJ�������ORDQ�ILQDQFLQJ��DQG�������ZLWK�SODQQHG�VXEVWDQWLDO�VXEVLGL]HG
ORFDO�ILQDQFLQJ�DV�ZHOO�DV�FRQFHVVLRQDU\�ILQDQFLQJ�IRU�WKH�HTXLSPHQW�WR�EH�LPSRUWHG�
7KH�WHUPV�IRU�FRQFHVVLRQDU\�FUHGLWV�DUH����\HDU�PDWXULW\������\HDUV�UHSD\PHQW
SHULRG������\HDUV�JUDFH�SHULRG�DQG�����LQWHUHVW��7KH�WHUPV�XVHG�WR�FDOFXODWH�WKH
FRPPHUFLDO�ORDQ�DOWHUQDWLYH�ZDV�����\HDUV�PDWXULW\��ILUVW�UHSD\PHQW������\HDUV�DIWHU
WKH�FRPPLVVLRQLQJ�DQG�DQ�LQWHUHVW�UDWH�IRU�86'�RI�������

)+3&�JHWV�WKH�ZKROH�JUDQW�HOHPHQW��DPRXQWLQJ�WR�DERXW������FRQWDLQHG�LQ
WKH�6ZHGLVK�FRQFHVVLRQDU\�ORDQ��,W�SD\V�WR�WKH�%DQN�RI�&KLQD�WKH�VDPH�DV�WKH�%DQN
SD\V�EDFN�WR�WKH�6ZHGLVK�JRYW��WRWDO�����PLOOLRQ�86'�FUHGLW�DPRXQW��UHSD\PHQW
EHJLQV�LQ������DQG�HQGV�LQ�������,QWHUHVW�UDWH�L����UHSD\PHQW�LQ����\HDUV�DQG�JUDFH��
\HDUV

,Q�WKH�FRPPHUFLDO�FDVH�WKH�QHW�FDVK�IORZ�ZDV�IRXQG�WR�EH�QHJDWLYH�IRU�WKH�ILUVW���\HDUV
DQG�WKH�DFFXPXODWHG�QHW�FDVK�IORZ�UHPDLQLQJ�QHJDWLYH�IRU�WKH�HQWLUH�SHULRG�����\HDUV�
7KH�ILQDQFLDO�LQWHUQDO�UDWH�RI�UHWXUQ��),55��DUULYHG�DW�ZDV�DERXW������ODWHU�UHYLVHG
GRZQ�WR�������

6HQVLWLYLW\�DQDO\VLV
$Q�LQFUHDVH�RI������LQ�WKH�LQYHVWPHQW�FRVW�ZRXOG�FDXVH�WKH�),55�WR�JR�GRZQ�WR�������
ODWHU�UHYLVHG�GRZQ�WR�������$������LQFUHDVH�LQ�ERWK�UHYHQXHV�DQG�RSHUDWLRQDO�FRVW
ZRXOG�PDNH�WKH�QHW�FDVK�IORZ�QHJDWLYH�WLOO�WKH��WK�\HDU���DQG�SURGXFH�D�),55�RI������
ZKLOH�D������LQFUHDVH�LQ�RSHUDWLRQDO�FRVW�RQO\��ZRXOG�PDNH�ERWK�WKH�FXUUHQW�DQG�WKH
DFFXPXODWHG�QHW�FDVK�IORZV�QHJDWLYH�IRU�WKH�HQWLUH�SURMHFW�OLIH��DQG�WKH�),55�ZRXOG
EHFRPH����������$������ULVH�LQ�UHYHQXHV�RQO\�ZRXOG�PDNH�WKH�),55�������

,Q�JHQHUDO�%,76�VDZ�WKH�ILQDQFLDO�ULVN�RI�WKH�SURMHFW�DV�UDWKHU�VPDOO�PDLQO\�GXH�WR�WKH
IDFW�WKDW�)XVKXQ�FLW\�KDG�JXDUDQWHHG�WKDW�ORFDO�ILQDQFLQJ�IRU�WKH�SURMHFW�V�QHHGV�ZRXOG
EH�PDGH�DYDLODEOH�IURP�WKH�FLW\�V�UHVHUYH�IXQGV�IRU�LQYHVWPHQW�DQG�EXLOGLQJV�
$�PDMRU�ULVN�IDFWRU�ZDV�KRZHYHU�VHHQ�WR�EH�WKDW�WKH�DPRXQW�RI�QHZ�FXVWRPHUV�FRQQHFWHG
ZRXOG�QRW�JURZ�DV�IDVW�DV�SODQQHG�

,Q�WKH�FDVH�RI�VXEVLGL]HG�ORDQV��KRZHYHU��WKH�QHW�FDVK�IORZ�RI�WKH�SURMHFW�EHFRPHV
SRVLWLYH�IURP�WKH�ILUVW�\HDU�RI�RSHUDWLRQ�
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%DVHG�RQ�WKH�DQDO\VLV�6LGD�FRQFOXGHG�WKDW�LW�ZRXOG�QRW�EH�SRVVLEOH�WR�ILQDQFH�WKH�SURMHFW
RQ�FRPPHUFLDO�WHUPV��+HDWLQJ�WDULIIV�KDG�DOUHDG\�EHHQ�UDLVHG�VXEVWDQWLDOO\�LQ�WKH�ODVW
\HDUV�DQG�WKH�JHQHUDOO\�ORZ�LQFRPH�OHYHOV�RI�)XVKXQ�PDNHV�LW�KDUG�WR�XQGHUWDNH
DGGLWLRQDO�WDULII�LQFUHDVHV�

2(&'�FRQVXOWDWLRQ
:KHQ�WKH�SURMHFW�ZDV�QRWLILHG�WR�WKH�2(&'���8.�UHTXHVWHG�PRUH�LQIRUPDWLRQ�DQG
%,76�SURGXFHG�DQ�$LG�TXDOLW\�$VVHVVPHQW��WR�EH�VXEPLWWHG�WR�WKH�2(&'�
%,76�WKHUH�DUJXHG�WKDW
�µWKH�EDVLV�IRU�WKH�DVVHVVPHQW�RI�WKH�ILQDQFLDO�YLDELOLW\����LV�WKH�SURMHFW�V�FDSDFLW\���ZLWK�DSSURSULDWH

SULFLQJ���LWDOLFV�DGGHG��WR�JHQHUDWH�FDVK�IORZ�VXIILFLHQW�WR�FRYHU�WKH�SURMHFW�V�RSHUDWLQJ�FRVWV�DQG�WR�VHUYLFH
WKH�FDSLWDO�HPSOR\HGµ
2Q�WKH�EDVLV�RI�WKDW�UHSRUW�WKH�8.�ZLWKGUHZ�LWV�REMHFWLRQV�EXW�QRWHG�WKH�IROORZLQJ�
µ7KH�8.�GRHV�QRW�DFFHSW�WKH�SULQFLSOH�RI�µEDVLF�JRRGVµ�EHLQJ�VXEVLGL]HG�WR�DOO�FXVWRPHUV��*RRGV�DQG
VHUYLFHV�VKRXOG�EH�SULFHG�LQ�DFFRUGDQFH�ZLWK�WKH�FRVWV�RI�WKHLU�SURYLVLRQ��$Q\�VXEVLGLHV�VKRXOG�EH
WDUJHWHG�DW�YXOQHUDEOH�JURXSV�DV�QHFHVVDU\�µ
�2Q�WKH�RWKHU�KDQG�WKH�8.�VWDWHG�WKDW
µZH�QRWH�WKH�DUJXPHQWDWLRQ�IRU�FRPPHUFLDO�QRQ�YLDELOLW\�LQ�WKLV�FDVH�LV�EDVHG�RQ�HQYLURQPHQWDO
FRQFHUQV��&KDUJHV�DUH�VHW�WR�HQFRXUDJH�FRQVXPHUV�WR�XVH�WKH�FHQWUDOL]HG�VXSSO\�UDWKHU�WKDQ�OHVV�HQHUJ\�
HIILFLHQW�DQG�PRUH�HQYLURQPHQWDOO\�GDPDJLQJ�SULYDWH�ERLOHUV�µ
7KH�YHU\�LQWHUHVWLQJ�DQG�LPSRUWDQW�TXHVWLRQ�RI�ZKDW�LV�DQ�DSSURSULDWH��SULFH�ZDV�QRW
SXUVXHG�IXUWKHU�DQG�VWLOO�HOXGHV�D�ILQDO��RU�DXWKRULWDWLYH���DQVZHU�

,W�VKRXOG�EH�SRLQWHG�RXW�WKDW�WKH�ILQDQFLDO�DQDO\VLV�LV�PDLQO\�RI�LQWHUHVW�WR�GHWHUPLQH�WKDW
WKH�2(&'�+HOVLQNL�DFFRUG�UXOHV�DUH�EHLQJ�IROORZHG��DQG�WR�PDNH�D�FRQFHVVLRQDU\�FUHGLW
OHJLWLPDWH��,WV�PDLQ�IXQFWLRQ�LV�WKXV�WR�VHUYH�DV�D�GHFLVLRQ�EDVLV�IRU�GHFLGLQJ�HOLJLELOLW\
DFFRUGLQJ�WR�WKH�+HOVLQNL�UXOHV�

,Q�DQ�H[�SRVW�HYDOXDWLRQ�WKH�DQDO\VLV�RI�ILQDQFLDO�UDWH�RI�UHWXUQ�IRU�D�VWDWH��ILUP
RSHUDWLQJ�LQ�D�UHJXODWHG�HFRQRP\�FDQ�DW�EHVW�KDYH�RQO\�D�PDUJLQDO�LQWHUHVW��DV�WKH�UXOHV
RI�WKH�JDPH�FDQ�EH�FKDQJHG�DW�DQ\�PRPHQW�E\�D�PHUH�DGPLQLVWUDWLYH�RU�SROLWLFDO
GHFLVLRQ�RQ�SDUW�RI�WKH�JRYHUQPHQW��,Q�VXFK�DQ�HQYLURQPHQW��WKH�ILQDQFLDO�UDWH�RI�UHWXUQ�
EHLQJ�RI�FRXUVH�D�IXQFWLRQ�RI�WKH�H[LVWLQJ�UXOHV�UHJDUGLQJ�WD[HV��VXEVLGLHV�HWF���EHFRPHV
XQUHOLDEOH�DV�D�PHDVXUH�RI�WKH�VWUHQJWK�DQG�TXDOLW\�RI�D�FRPSDQ\�V�RSHUDWLRQ��,Q�VXFK�D
SURMHFW�RQH�VKRXOG�EH�PRUH�FRQFHUQHG�ZLWK�WKH�HFRQRPLF�DQDO\VLV�RI�WKH�SURMHFW�
)LQDQFLDO�SURILWDELOLW\
'LVWULFW�KHDWLQJ�LV�PDLQO\�D�VHDVRQDO�LQGXVWU\�FRQFHQWUDWHG�WR�WKH�ZLQWHU�PRQWKV
ZKHQ�KHDWLQJ�LV�QHHGHG��:LWK�WKH�H[SDQGHG�XVH�RI�DLU�FRQGLWLRQHUV�WKLV�XQHYHQQHVV
ZLOO�EH�SURJUHVVLYHO\�UHGXFHG��DV�WKH�'+�V\VWHP�FDQ�DOVR�EH�XVHG�WR�GHOLYHU�FROG�MXVW
DV�ZHOO�DV�KHDW��,Q�WKH�PHDQWLPH�)+3&�V�ZRUNHUV�LQ�WKH�VXPPHU�FDUU\�RXW
PDLQWHQDQFH�ZRUN�LQ�WKH�VXEVWDWLRQV�DV�ZHOO�DV�LQ�WKH�UHFHSWLRQ�URRPV�VHUYHG�E\
)+3&��7KHVH�DUH�DOVR�WKH�UHVSRQVLELOLW\�RI�)+3&�WR�PDLQWDLQ�
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$FFRUGLQJ�WR�D�UHSRUW�UHFHLYHG�IURP�WKH�FRPSDQ\�DW�WKH�WLPH�RI�P\�YLVLW�WKH
FRPSDQ\�KDV�����050%�ZRUWK�RI�IL[HG�DVVHWV��7KH�FRPSDQ\�V�WRWDO�KHDWLQJ�DUHD�KDV
UHDFKHG������PLOOLRQ�VTP�DQG�WKH�VDOHV�LQFRPH�LV�����PLOOLRQ�50%��&RVW�RI�UDZ
PDWHULDOV�LV����050%��ODERXU�����WD[�����050%��'HSUHFLDWLRQ�FKDUJHV�DUH������
PLOOLRQ�OHDYLQJ�D�QHW�SURILW�RI������050%�

1R�GDWD�DUH�DYDLODEOH�WR�WU\�WR�FDOFXODWH�WKH�H[�SRVW�ILQDQFLDO�SURILWDELOLW\�RI�WKH
SURMHFW��%XW�HYHQ�ZLWKRXW�GDWD�LW�LV�FOHDU�WKDW�GXH�WR�WKH�FXUUHQW�WZR�\HDU�GHOD\�LQ�WKH
LPSOHPHQWDWLRQ�RI�WKH�SURMHFW��WKHUH�LV�QR�ZD\�WKDW�WKH�ILQDQFLDO�WDUJHW�FDQ�EH�PHW�

&RQFOXVLRQ���1R�GDWD�DUH�DYDLODEOH�WR�WU\�WR
FDOFXODWH�WKH�H[�SRVW�ILQDQFLDO�SURILWDELOLW\�RI�WKH
SURMHFW��%XW�HYHQ�ZLWKRXW�GDWD�LW�LV�FOHDU�WKDW�GXH�WR
WKH�FXUUHQW�WZR�\HDU�GHOD\�LQ�WKH�LPSOHPHQWDWLRQ�RI
WKH�SURMHFW��WKHUH�LV�QR�ZD\�WKDW�WKH�ILQDQFLDO�WDUJHW
FDQ�EH�PHW�

����-14%'87���%88%-21)28�3*�032+�692�3&.)'8-:)7

7KH�WRWDO�SLFWXUH�UHJDUGLQJ�VDYLQJV�LQ�HQHUJ\�DV�ZHOO�DV�UHGXFWLRQV�LQ�SROOXWLRQ�OHYHOV��IRU
)XVKXQ�FDQ�EH�VHHQ�LQ�WKH�IROORZLQJ�WDEOH�

7DEOH�����6DYLQJ�LQ�HQHUJ\�XVH�DQG�UHGXFWLRQV�LQ�SROOXWLRQ�OHYHOV��)XVKXQ�'+�SURMHFW���)LJXUHV�ZLWKLQ�SDUHQWKHVHV�UHIHU�WR
WKH�ZKROH�SURMHFWV�

7\SH�RI�HIIHFW 7KRXVDQG�7RQV�SHU�\HDU
&RQVXPSWLRQ�RI�FRDO�E\�ERLOHUV�
��6DYLQJV�LQ�FRDO�XVHG�E\�VFUDSSHG�ERLOHUV �������������
��$GGHG�FRDO�FRQVXPHG�E\�FHQWUDO��ERLOHUV �������������
��1HW�VDYLQJV ��������������
(PLVVLRQV�RI�GXVW�SDUWLFOHV�
��5HGXFWLRQ�RI�SDUWLFOHV�HPLWWHG�E\�VFUDSSHG�ERLOHUV ������������
��$GGHG�HPLVVLRQV�E\�FHQWUDO�KHDW�SURGXFLQJ�XQLWV ������������
��1HW�UHGXFWLRQV�LQ�HPLVVLRQV ������������
5HGXFWLRQV�LQ�62��HPLVVLRQV
��5HGXFWLRQV�GXH�WR�VFUDSSHG�ERLOHUV ��������������
��$GGHG�62��HPLVVLRQV�IURP�FHQWUDO�ERLOHUV ���������������
��1HW�UHGXFWLRQV�RI�62��HPLVVLRQV ���������������
5HGXFHG�WUDQVSRUWDWLRQ�QHHGV�RI�FRDO�
��5HGXFHG�YROXPH�RI�WUDQVSRUWV������V�NPV�SHU�\HDU �������������
��5HGXFHG�62��HPLVVLRQV�GXH�WR�OHVV�WUDQVSRUWV��NJV ���������������
��5HGXFHG�12[�HPLVVLRQV�GXH�WR�OHVV�WUDQVSRUWV��NJV �������������

6RXUFH��2ZQ�FRPSLODWLRQV�EDVHG�RQ�UHSRUW������������E\�)MlUUYlUPHE\UnQ�$%
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,Q�DGGLWLRQ�WR�WKH�UHGXFWLRQV�EURXJKW�DERXW��LQ�HPLVVLRQV�RI�GXVW��62���DQG�12[��WKHUH
ZLOO�DOVR�EH�UHGXFHG�HPLVVLRQV�RI�KHDY\�PHWDOV��PHUFXU\��OHDG�HWF�

�����)GSRSQMG�FIRIJMXW

7KH�DSSUDLVDOV�UHSRUW�FRPPLVVLRQHG�E\�%,76�GRHV�QRW�JLYH�PXFK�LQIRUPDWLRQ�UHJDUGLQJ
WKH�PHWKRGV�XVHG�DQG�WKH�DVVXPSWLRQV�PDGH�LQ�FDOFXODWLQJ�WKH�SURMHFW�V�HFRQRPLF�UDWH
RI�UHWXUQ��7KH�ILJXUH�DUULYHG�DW�LV��������DV�(FRQRPLF�,QWHUQDO�UDWH�RI�UHWXUQ��(,55����,W�LV�QRW
FOHDU�H[DFWO\�ZKDW�LQGLUHFW�DQG�LQWDQJLEOH�QRQ�TXDQWLILDEOH�HIIHFWV����LI�DQ\���KDYH�EHHQ
LQFOXGHG�LQ�WKH�DQDO\VLV��%XW�MXGJLQJ�IURP�WKH�YHU\�VLPLODU�DSSUDLVDOV�FDUULHG�RXW�RI�WKH
RWKHU�'+�SURMHFWV�ILQDQFHG�E\�%,76��WKHUH�DUH�VRPH�LPSRUWDQW�HIIHFWV�ZKLFK�KDYH�QRW
EHHQ�LQFOXGHG��6HYHUDO�RI�WKHP�DUH�KRZHYHU�GLVFXVVHG�E\�WKH�DSSUDLVDO�HYHQ�WKRXJK�WKH\
DUH�QRW�LQFOXGHG�LQ�WKH�FDOFXODWLRQV��7KH�PRVW�LPSRUWDQW�H[DPSOH�LV�KHDOWK�HIIHFWV��EXW
WKHUH�DUH�DOVR�WHFKQLFDO�DVSHFWV�VXFK�WKDW�D�PRGHUQ�'+�V\VWHP�RSHUDWHG�E\
FRPSXWHUL]HG�FRQWURO�V\VWHP�FDQ�HQWDLO�UHGXFHG�ZDWHU�ORVVHV�DQG�DOVR�D�ORQJHU�SK\VLFDO
OLIH�WLPH�RI�WKH�HTXLSPHQW��)XUWKHU��WKHUH�DUH�VDYLQJV�UHDOL]HG�EHFDXVH�RI�UHGXFHG
WUDQVSRUWDWLRQ�QHHG�RI�FRDO�

:H�FDQ�WKHUHIRUH�FRQFOXGH�WKDW�WKH�FDOFXODWLRQ�FDUULHG�RXW�E\�%,76�LV�D�FRQVHUYDWLYH
RQH��DQG�WKDW�D�IXOO�LQFOXVLRQ�RI�DOO�HFRQRPLF�HIIHFWV��ZKHWKHU�TXDQWLILDEOH�RU�QRW��ZRXOG
\LHOG�D�VXEVWDQWLDOO\�KLJKHU�UDWH�RI�UHWXUQ��7KLV�FRQWHQWLRQ�LV�DOVR�VXSSRUWHG�E\
FDOFXODWLRQV�FDUULHG�RXW�E\�WKH�ZRUOG�EDQN�LQ�RWKHU�'+�SURMHFWV��7KHUH�WKH\�DUULYHG�DW
ILJXUHV�LQ�WKH�QHLJKERUKRRG�RI���������GHSHQGLQJ�RQ�DVVXPSWLRQV�PDGH�

)LQGLQJ��7KHUH�DUH�LPSRUWDQW�HIIHFWV��H�J��RQ�KHDOWK��ZKLFK
KDYH�QRW�EHHQ�LQFOXGHG�LQ�WKH�HFRQRPLF�DQDO\VLV�FDUULHG�RXW�DW
WKH�DSSUDLVDO��$�IXOO�LQFOXVLRQ�RI�DOO�HFRQRPLF�HIIHFWV��ZKHWKHU
TXDQWLILDEOH�RU�QRW��ZRXOG�\LHOG�D�YHU\�KLJK�HFRQRPLF�UDWH�RI
UHWXUQ

�����)RZMVSRQIRX

7KH�GUDPDWLF�UHGXFWLRQV�LQ�HQYLURQPHQWDO�SROOXWLRQ�H[SHFWHG�WR�EH�DFKLHYHG�E\
H[SDQGLQJ�GLVWULFW�KHDWLQJ�LQ�)XVKXQ�ZHUH�VXPPDUL]HG�LQ�WKH�WDEOH�DERYH�

,Q�WKH�ODVW����\HDUV�WKHUH�KDV�EHHQ�D�WUHPHQGRXV�LPSURYHPHQW�LQ�DLU�TXDOLW\�LQ
)XVKXQ��PDLQO\�GXH�WR�WZR�IDFWRUV��WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ���DQG�WKDW
KRXVHKROGV�KDYH�VZLWFKHG�IURP�FRDO�WR�JDV�IRU�WKHLU�FRRNLQJ�QHHGV��,Q�VSLWH�RI�WKDW
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KRZHYHU��DLU�SROOXWLRQ�LQ�)XVKXQ�LV�WRGD\�VWLOO�ZRUVH�WKDQ�WKH�DYHUDJH�&KLQHVH�FLW\�
PDLQO\�GXH�WR�WKH�H[LVWHQFH�RI�ODUJH�VFDOH�LQGXVWU\���6R��WKHUH�LV�VWLOO�D�ORQJ�ZD\�WR�JR
HYHQ�WKRXJK�WKH�*RYHUQPHQW�KDV�DOUHDG\�GRQH�D�ORW
7KH�YDULRXV�HIIHFWV�DV�WKH\�RFFXU�RYHU�WLPH���DV�JLYHQ��LQ�WKH�DSSUDLVDO����DUH

VXPPDUL]HG��LQ�WKH�IROORZLQJ�WDEOH�

7DEOH�����)XVKXQ�'LVWULFW�KHDWLQJ�SURMHFW���HQYLURQPHQWDO�HIIHFWV��WKRXVDQG�WRQV�SHU�\HDU
���� ���� ���� ����

+HDWHG�DUHD��PLOOLRQ�VTP ��� ��� ��� ����
6DYLQJV�LQ�FRDO�FRQVXPSWLRQ �� ��� ��� ���
5HGXFWLRQ�LQ�62��HPLVVLRQV ��� ��� ��� ���
5HGXFWLRQ�LQ�SDUWLFXODWH�HPLVVLRQV �� �� �� ��

,Q�WKH�WDEOH�ZH�FDQ�VHH�WKDW���DV�WKH�FRQQHFWHG�DUHD�JURZV�IURP�WRGD\·V�����PLOOLRQ�VTP
WR������LQ�\HDU�������WKH�DQQXDO�VDYLQJV�LQ�FRDO�FRQVXPSWLRQ��WKURXJK�WKH�UHSODFHPHQW
RI�VPDOO�VFDWWHUHG�ERLOHUV�ZLWK�RQH�ODUJH�KHDW�SURGXFWLRQ�SODQW��ZLOO�JURZ�IURP�������
WRQV�D�\HDU�WR�DQ�HVWLPDWHG���������WRQV��

&RUUHVSRQGLQJ�WR�WKH�OHVVHU�FRDO�FRQVXPSWLRQ��WKH�DQQXDO�UHGXFWLRQ�LQ�HPLVVLRQV
RI�62��ZLOO�JURZ�IURP������WRQV�WR�������WRQV��DQG�RI�SDUWLFXODWH�HPLVVLRQ�IURP�������
WRQV�WR��������WRQV�

,Q�DGGLWLRQ�WR�WKHVH�VDYLQJV�WKHUH�ZLOO�EH�OHVV�QHHG�IRU�WUDQVSRUW�RI�FRDO��,I�WKH
SODQQHG�VFKHGXOH�RI�GLVWULFW�KHDWLQJ�H[SDQVLRQ�LV�IROORZHG��WKHQ�LQ�WKH�\HDU������WKH
QXPEHU�RI����WRQV�FRDO�WUXFN�ORDGV�QHHGHG�WR�VXSSO\�VFDWWHUHG�ERLOHUV�LQVLGH�WKH�FLW\�ZLWK
FRDO�ZLOO�JR�GRZQ�E\���������DQQXDOO\��DQG�EH�UHSODFHG�E\�DERXW��������WKLUW\�WRQ�WUXFN
ORDGV�JRLQJ�WR�WKH�SRZHU�SODQW�

)LQGLQJ��7KHUH�LV�QR�GRXEW�WKDW�WKH�EHQHILWV�WR�WKH
HQYLURQPHQW�DV�ZHOO�DV�WR�3HRSOHV��KHDOWKV�ZLOO�EH
GUDPDWLF�ZKHQ�WKH�SURMHFW�LV�FRPSOHWHG�

�����)UYEPMX]��4SZIVX]�SVMIRXEXMSR
1R�VSHFLILF�DQDO\VLV�RI�WKH�SURMHFW�V�VRFLDO�RU�GLVWULEXWLRQDO�HIIHFWV�KDYH�EHHQ�FDUULHG�RXW�
DV�WKH�SURMHFW�LV�QRW�VHHQ�DV�HVSHFLDOO\�IDYRULQJ�DQ\�SDUWLFXODU�JURXS�LQ�VRFLHW\��,W�LV
DVVXPHG�WKDW�LW�ZLOO�XQLIRUPO\�EHQHILW�DOO�WKH�LQKDELWDQWV�RI�WKH�FLW\�
,W�FRXOG�EH�FRQFHLYDEOH�WKDW�RQ�DYHUDJH�D��VPDOOHU�SURSRUWLRQ�RI�SRRUHU�JURXSV�OLYH�LQ
EXLOGLQJV�WKDW�DUH�SRVVLEOH�WR�FRQQHFW�WR�GLVWULFW�KHDWLQJ�WKDQ�ULFKHU�JURXSV��,I�WKLV�ZHUH
WKH�FDVH�ZH�FRXOG�WKHQ�FODLP�WKDW�WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LV�D�SURMHFW�ZKLFK�LV
ELDVHG�DJDLQVW�WKH�LQWHUHVW�RI�WKH�SRRUHU�JURXSV��MXVW�DV�ZH�FDQ�FODLP�WKDW��LQWURGXFLQJ
GLVWULFW�KHDWLQJ�LQ�WKH�FLWLHV�ZLOO�IDYRXU��ULFKHU��FLW\�LQKDELWDQWV�DW�WKH�H[SHQVH�RI
WKH�SRRUHU��FRXQWU\�GZHOOHUV�
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7KHUH�LV�KRZHYHU�QR�DYDLODEOH�HYLGHQFH�WKDW�WKLV�ZRXOG�EH�WKH�FDVH�LQ�&KLQD��$QG�LQ�DQ\
FDVH��DFFRUGLQJ�WR�WKH�REMHFWLYH�RI�HTXDOLW\�DV�IRUPXODWHG�LQ�6ZHGHQ�V�DLG�SROLF\��WKH
SURMHFW�LV�MXVWLILHG�DV�ORQJ�DV�LV�QRW�SURGXFLQJ�KDUPIXO�HIIHFWV�WR�RWKHU�JURXSV�

)LQGLQJ���7KH�SURMHFW�LV�QRW�VHHQ�DV�HVSHFLDOO\�IDYRULQJ�DQ\�SDUWLFXODU
JURXS�LQ�VRFLHW\��,W�LV�DVVXPHG�WKDW�LW�ZLOO�XQLIRUPO\�EHQHILW�DOO�WKH
LQKDELWDQWV�RI�WKH�FLW\���,W�LV�KRZHYHU�FRQFHLYDEOH�WKDW�RQ�DYHUDJH�D
VPDOOHU�SURSRUWLRQ�RI�SRRUHU�JURXSV�OLYH�LQ�EXLOGLQJV�WKDW�DUH�SRVVLEOH
WR�FRQQHFW�WR�GLVWULFW�KHDWLQJ�WKDQ�ULFKHU�JURXSV��,I�WKLV�ZHUH�WKH�FDVH
ZH�FRXOG�WKHQ�FODLP�WKDW�WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LV�D
SURMHFW�ZKLFK�LV�ELDVHG�DJDLQVW�WKH�LQWHUHVW�RI�WKH�SRRUHU�JURXSV��MXVW�DV
ZH�FDQ�FODLP�WKDW��LQWURGXFLQJ�GLVWULFW�KHDWLQJ�LQ�WKH�FLWLHV�ZLOO�IDYRXU
�ULFKHU��FLW\�LQKDELWDQWV�DW�WKH�H[SHQVH�RI�WKH�SRRUHU��FRXQWU\�GZHOOHUV�

�����+IRHIV

7KLV�SURMHFW�LV�QRW�MXGJHG�WR�KDYH�DQ\�VSHFLDO�JHQGHU�ELDV�LQ�LW�HIIHFWV�
$V�IRU�HPSOR\PHQW�JHQHUDWHG�E\�WKH�SURMHFW�ZH�KDYH�WKH�IROORZLQJ�

2I�WKH�WRWDO������HPSOR\HHV�����DUH�ZRPHQ��$GPLQLVWUDWLYH�VWDII�LV������RI
WRWDO�HPSOR\PQHW��ZKLOH�����DUH�WHFKQLFDO�VWDII��:RPHQ�PDNH�XS�DERXW������DOVR�RI
WKHVH�WZR�FDWHJRULHV�

2I�WKH�WRS�OHYHO���RIILFHUV�RQO\�RQH�LV�D�ZRPHQ��EXW�WKDW�KDSSHQV�WR�EH�WKH
SROLWLFDO�VHFUHWDU\�ZKR�LV�WKH�PRVW�SRZHUIXO�RI�DOO�

,Q�)XVKXQ�ZRPHQ�DUH�JUDQWHG�OHDYH�RI�DEVHQFH�IRU�FKLOGELUWK�ZLWK�IXOO�SD\�GXULQJ
RQH�ZHHN�EHIRUH�DQG���PRQWKV�DIWHU�ELUWK��DOWRJHWKHU�����GD\V��$IWHU�WKDW�FKLOGUHQ
DUH�PLQGHG�E\�JUDQGSDUHQWV�RU�SODFHG�LQ�NLQGHUJDUWHQV�ZKLFK�DUH�IUHH�RI�FKDUJH�
7KH�&KLQHVH�VRFLDO�VHFXULW\�V\VWHP�DOVR�JLYHV�WKH�IDWKHU��D�FHUWDLQ�SRVVLELOLW\�WR�VWD\
KRPH�ZLWK�WKH�FKLOGUHQ��SURYLGHG�KH�KDV�SDLG�DQ�LQVXUDQFH�IHH�

�����(IQSGVEXM^EXMSR
7KHUH�GRHV�QRW�DSSHDU�WR�EH�DQ\�SDUWLFXODU�HIIHFW�Z�U�W��GHPRFUDWL]DWLRQ��QHLWKHU�GLUHFW
QRU�LQGLUHFW��HPDQDWLQJ�IRUP�WKLV�SURMHFW�

�����-RHITIRHIRGI
7KHUH�GRHV�QRW�DSSHDU�WR�EH�DQ\�SDUWLFXODU�HIIHFW�Z�U�W��WR�WKH�FRXQWU\�V�LQGHSHQGHQFH�
QHLWKHU�GLUHFW�QRU�LQGLUHFW��HPDQDWLQJ�IRUP�WKLV�SURMHFW�

)LQGLQJ��7KLV�SURMHFW�LV�QRW�MXGJHG�WR�KDYH�DQ\�VSHFLDO�JHQGHU�ELDV
LQ�LW�HIIHFWV��1RU�GRHV�WKHUH�DSSHDU�WR�EH�DQ\�SDUWLFXODU�HIIHFW�Z�U�W�
GHPRFUDWL]DWLRQ��RU�LQGHSHQGHQFH���QHLWKHU�GLUHFW�QRU�LQGLUHFW��HPDQDWLQJ
IRUP�WKLV�SURMHFW�
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�����&-87�W�TVSNIGX�TVITEVEXMSR

$V�LQ�WKH�RWKHU�GLVWULFW�KHDWLQJ�SURMHFWV�HYDOXDWHG�LQ�WKLV�UHSRUW�%,76�ZDV�TXLWH�DFWLYH�LQ
DQDO\]LQJ�WKH�SURMHFW��DQG�DOVR�DFWLYH�LQ�RIIHULQJ�UHFRPPHQGDWLRQV�WR�WKH�HQG�XVHU�RQ
WKH�VROXWLRQV�IDYRUHG�E\�%,76�

)RU�H[DPSOH�LW�DGYLVHG�WKH�FRPSDQ\�WR�GHVLJQ�WKH�VXEVWDWLRQV�VR�DV�WR�DOORZ�IRU�IXWXUH
XVH�RI�KHDW�H[FKDQJHUV�IRU�GRPHVWLF�KRW�ZDWHU��DV�WKLV�VROXWLRQ�ZRXOG�WXUQ�RXW�WR�EH�YHU\
HFRQRPLF�LQ�WKH�IXWXUH��,W�DOVR�UHFRPPHQGHG�WKH�FRPSDQ\�WR�LQFUHDVH�WKH�VKDUH�RI
VXSHUYLVLRQ�LQ�WKH�FRQWUDFW�DV�H[SHULHQFH�VKRZHG�WKLV�WR�EH�D�FUXFLDO�IDFWRU�RI�HQVXULQJ
VXFFHVVIXO�SURMHFW�LPSOHPHQWDWLRQ�

)XUWKHU��%,76�VXJJHVWHG�WKDW�DOVR�WKH�EHQGV��DQG�EUDQFKHV��DQG�ILWWLQJV��IRU�WKH
SUHLQVXODWHG�SLSHV�VKRXOG�EH�LPSRUWHG��DV�WKLV�ZRXOG�RSWLPL]H�WKH�HQWLUH�SLSLQJ�V\VWHP�
7KLV�FDQ�EH�VHHQ�DV�D�VHQVLWLYH�LVVXH�EHFDXVH�%,76�PRWLYHV�FRXOG�EH�PLVFRQVWUXHG�DV�D
ZLVK�WR�IDYRXU�6ZHGLVK�H[SRUW�LQGXVWU\��7KH�LPSUHVVLRQ�RQH�JHWV�IURP�GRFXPHQWV�DQG
IURP�LQWHUYLHZV��KRZHYHU��LV�WKDW�%,76�LV�JXLGHG�E\�D�JHQXLQH�LQWHUHVW�WR�VHH�D�VXFFHVVIXO
SURMHFW�

)LQGLQJ��$V�LQ�WKH�RWKHU�GLVWULFW�KHDWLQJ�SURMHFWV�HYDOXDWHG�LQ
WKLV�UHSRUW�%,76�ZDV�TXLWH�DFWLYH�LQ�DQDO\]LQJ�WKH�SURMHFW��DQG
DOVR�DFWLYH�LQ�RIIHULQJ�UHFRPPHQGDWLRQV�WR�WKH�HQG�XVHU�RQ�WKH
VROXWLRQV�IDYRUHG�E\�%,76�

�����6ITSVXMRK�VIUYMVIQIRX
/LNH�LQ�WKH�RWKHU�IRXU�SURMHFWV�QRQH�RI�WKH�FRQWUDFWLQJ�SDUWLHV���QHLWKHU�WKH�VHOOHU�QRU�WKH
EX\HU����KDYH�FRPSOLHG�ZLWK�WKHLU�FRQWUDFWXDO�REOLJDWLRQ�WR�SURYLGH�%,76�ZLWK�D
FRPSOHWLRQ�UHSRUW�VL[�PRQWKV�DIWHU�FRPPLVVLRQLQJ�RI�WKH�SURMHFW�

)LQGLQJ��/LNH�LQ�WKH�RWKHU�IRXU�SURMHFWV�QRQH�RI�WKH�FRQWUDFWLQJ
SDUWLHV���QHLWKHU�WKH�VHOOHU�QRU�WKH�EX\HU����KDYH�FRPSOLHG�ZLWK�WKHLU
FRQWUDFWXDO�REOLJDWLRQ�WR�SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW�VL[
PRQWKV�DIWHU�FRPPLVVLRQLQJ�RI�WKH�SURMHFW�
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:---���7911%6=�3*�*-2(-2+7�%2(�'32'097-327
$���6XPPDU\�RI�HDFK�RI�WKH�ILYH�SURMHFWV�LQGLYLGXDOO\
%���*HQHUDO��FRQFOXVLRQV�UHJDUGLQJ�YDULRXV�DVSHFWV

,W�LV�WR�EH�QRWHG�WKDW��DSDUW�IURP�VXPPDUL]LQJ�WKH�ILQGLQJV�SUHVHQWHG�LQ�FKDSWHUV�,,,�9,,�DERYH��WKLV
VXPPDU\�FKDSWHU�DOVR�UDLVHV�RWKHU�LVVXHV��ZKLFK�DUH�FRPPRQ�WR�DOO�ILYH�SURMHFWV��DQG�ZKLFK�KDYH�QRW
SUHYLRXVO\�EHHQ�GLVFXVVHG�

$���6800$5<�2)�($&+�2)�7+(�),9(�352-(&76�,1',9,'8$//<

'DOLDQ

3URFXUHPHQW
6HYHUDO�FODLPV�ZHUH�PDGH�E\�WKH�ELGGLQJ�6ZHGLVK�FRPSDQLHV�WKDW�VRXQG�SURFXUHPHQW�UXOHV�KDG�EHHQ
YLRODWHG��EXW�QRQH�RI�WKH�DOOHJHG�IDXOWV�VHHP�WR�KDYH�EHHQ�RI�D�VHULRXV�QDWXUH�

2XWSXW
(YHQ�WKRXJK�DQ��$FFHSWLRQ�5HSRUW��VLJQHG�LQ�$SULO��������VWDWHV�WKDW��µWKH�HTXLSPHQW�KDV�EHHQ�GHOLYHUHG�
TXDQWLWLHV�DQG�TXDOLW\��DUH�LQ�DFFRUGDQFH�ZLWK�WKH�FRQWUDFW�����DQG��DOUHDG\�SURYHG��WR�EH�RI��DGYDQFHG�WHFKQRORJ\�DQG
UHOLDEOH�TXDOLW\µ����WKHUH�LV�WRGD\�GLVFRQWHQW��DW�OHDVW�DPRQJ�VRPH�RI�WKH�FOLHQW�V�HQJLQHHUV��DERXW�VRPH�RI
WKH�6ZHGLVK�HTXLSPHQW�DQG�LWV�IXQFWLRQLQJ�

7KH�FRPSDQ\�WRGD\�H[SHULHQFHV�WKH�IROORZLQJ�SUREOHPV�
��SODVWLF�EXR\V�RI�WKH�PDJQHWLF�IOXYLRJUDSK�DWWDFKHG�WR�WKH�KHDW�H[FKDQJHUV�DUH�QRW�IXQFWLRQLQJ
��RLO�JDXJH�RI�WKH�ZDWHU�FLUFXODWLRQ�SXPS�LV�OHDNLQJ
��WKH�SXPSV�YLEUDWH�DQG�VKDNH�DQG�PDNH�WRR�PXFK�QRLVH
��WKH�WUDLQLQJ�RI�WKH�&KLQHVH�WHFKQLFLDQV�LQ�6ZHGHQ�GLG�QRW�JHW�WKH�HIIHFWV�H[SHFWHG��DV�WKH\�DUH�QRW�DEOH
WR�LQGHSHQGHQWO\�WDNH�UHVSRQVLELOLW\�IRU�PDLQWHQDQFH�DQG�FRPPLVVLRQ
��ODFN�RI�YDULRXV�VSDUH�SDUWV�IRU�SDUWV�WKDW�EUHDN�RU�ZHDU�GRZQ�TXLFNO\

$�JHQHUDO�SUREOHP�Z�U�W��DOO�WKH�6ZHGLVK�HTXLSPHQW�LV�DQ�DFXWH�ODFN�RI�RULJLQDO�VSDUH�SDUWV��7KLV�LV
QRW�VXUSULVLQJ�IRU�LW�LV�FOHDU�WKDW�PDQDJHPHQW�SUHIHUUHG�WR�XVH�WKH�DYDLODEOH�FUHGLW�IXQGV�IRU
KDUGZDUH�DW�WKH�H[SHQVH�RI��VSDUH�SDUWV�

7KHUH�DUH�LQGLFDWLRQV�WKDW�WKH�DPRXQW�RI�WUDLQLQJ�DQG�VXSHUYLVLRQ��LQ�WKH�FRQWUDFW�ZDV�LQVXIILFLHQW�
7KHUH�ZDV�D�WHPSWDWLRQ�IRU�WKH�FRPSDQ\�WR�XVH�PRQH\��SRWHQWLDOO\�GHVWLQHG�IRU�WUDLQLQJ�DQG
VXSHUYLVLRQ�SXUSRVHV��IRU�LPSRUWLQJ�DGGLWLRQDO�HTXLSPHQW�LQVWHDG��7RGD\�LW�ZRXOG�VHHP�WKDW�PDQ\�LQ
WKH�FRPSDQ\�ZLVK�WKDW�PRUH�WUDLQLQJ�DQG�VXSHUYLVLRQ�KDG�EHHQ�LQFOXGHG�

(YHQ�WKRXJK�WKH�&KLQHVH�HQG�XVHU�EHOLHYHV�WKDW�WKH�TXDOLW\�RI��&KLQHVH�HTXLSPHQW�LV�QRW�\HW�JRRG
HQRXJK�WR�FRPSHWH�ZLWK�LPSRUWHG�6ZHGLVK�HTXLSPHQW��LW�LV�IUHHO\�DGPLWWHG�WKDW�DQ�LPSRUWDQW�UHDVRQ�IRU
EX\LQJ�WKH�6ZHGLVK�HTXLSPHQW�ZDV�WKDW�WKH�FRPSDQ\�ZDV�RIIHUHG�D�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�

7KHUH�DUH�WRGD\�PDQ\�GLVWULFW�KHDWLQJ�FRPSDQLHV�LQYHVWLQJ�LQ�H[FOXVLYHO\�&KLQHVH�HTXLSPHQW
LQVWHDG�RI�LPSRUWHG���5HJDUGLQJ�VRPH�HTXLSPHQW�WKLV�LV�SUREDEO\�D�UDWLRQDO�FKRLFH��EXW�UHJDUGLQJ�VRPH
RWKHU�HTXLSPHQW�RQH�PXVW�FRQVLGHU�WKH�IDFW�WKDW�LI�WKHVH�FRPSDQLHV�ZHUH�FRPSOHWHO\�DXWRQRPRXV�Z��U�W�
ORQJ�UXQ�SURILWV�DQG�ORVVHV��SHUKDSV�WKH\�ZRXOG�EH�PRUH�TXDOLW\�RULHQWHG���DQG�ZLOOLQJ�WR�SD\�D�KLJKHU�SULFH
IRU�KLJKHU�TXDOLW\��NQRZLQJ�WKDW�WKLV�VWUDWHJ\�ZRXOG�LQ�WKH�HQG�WXUQ�RXW�WR�EH�WKH�PRVW�HFRQRPLF�RQH�
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)LQDQFLDO
$OWKRXJK�LW�ZDV�QRW�SRVVLEOH�WR�KDYH�DFFHVV�WR�ILQDQFLDO�GDWD�ZKLFK�SHUPLW�FDOFXODWLRQ�RI�H[�SRVW
SURILWDELOLW\��LW�LV�HQWLUHO\�FOHDU�WKDW�ILQDQFLDO�WDUJHWV�LQ�WKLV�SURMHFW�FDQ�QRW�KDYH�EHHQ�PHW��7KLV�LV
EHFDXVH�WKH�SURMHFW�LV�H[SHULHQFLQJ�D�WZR�\HDU�GHOD\��DQG�DOVR�WKDW�DQ�H[SHFWHG�WDULII�FKDQJH�VWLOO�KDV�QRW
PDWHULDOL]HG�

7KH�ILQDQFLDO�GHILFLW�LQ�KHDW�GHOLYHU\�FDQ�WRGD\�EH�FRPSHQVDWHG�E\�SURILWV�UHDOL]HG�LQ�HOHFWULFLW\
VDOHV�ZKLFK�LV�WKH�FRPSDQ\�V�RWKHU�EUDQFK�RI�EXVLQHVV�

7KH�ILQDQFLDO�DQDO\VLV�LV�LPSRUWDQW�IRU�GHFLGLQJ�LI�D�SURMHFW�FDQ�EH�ILQDQFHG�LQ�WKH�FRPPHUFLDO�PDUNHW�
RU�LI�LW�QHHGV�VXEVLGLHV�E\�ZD\�RI�H��J��GRPHVWLF�RU�IRUHLJQ�FRQFHVVLRQDU\�FUHGLWV��%XW�LQ�GRLQJ�WKH
ILQDQFLDO�DQDO\VLV�RQH�PXVW�NHHS�LQ�PLQG�WKDW�WKH�RXWFRPH�RI�WKH�DQDO\VLV�FDQ�DW�DQ\�PRPHQW�EH
FKDQJHG�VLPSO\�E\�WKH�JRYHUQPHQW�PDNLQJ�D�SROLWLFDO�RU�DGPLQLVWUDWLYH�GHFLVLRQ�ZKLFK�FKDQJHV�D��WD[�
D�VXEVLG\�RU��PRGLILHV�D�WDULII�ZKLFK�LV�QRW�VHW�DFFRUGLQJ�WR�VXSSO\�DQG�GHPDQG�

(FRQRPLF
7KH�HFRQRPLF�VDYLQJV�WR�VRFLHW\�EHFDXVH�RI�WKLV�GLVWULFW�KHDWLQJ�SURMHFW�DUH�YHU\�ODUJH�DV�DUH�WKH
EHQHILFLDO�HIIHFWV��RQ�HQYLURQPHQW���$Q�LQFOXVLRQ�RI�KHDOWK�IDFWRUV�LQ�WKH�HFRQRPLF�DQDO\VLV�ZRXOG
LQFUHDVH�HFRQRPLF�SURILWDELOLW\��FRQVLGHUDEO\�RYHU�WKH�DOUHDG\�KLJK�OHYHO�IRXQG�LQ�WKH�DSSUDLVDO
VWXG\��/HDYLQJ�DVLGH�DOO�GLVFXVVLRQ�RI�DSSURSULDWH�PHWKRGRORJ\�RI�FDOFXODWLQJ�WKH�HFRQRPLF�UDWH�RI
UHWXUQ�LW�LV�FOHDU�WKDW�WKH�SURMHFW�LV�YHU\�SURILWDEOH�IURP�DQ�HFRQRPLF�SRLQW�RI�YLHZ��,Q�VLPLODU
SURMHFWV�WKH�:RUOG�%DQN�KDV�FDOFXODWHG�WKH�HFRQRPLF�UDWH�RI�UHWXUQ�WR�EH�LQ�WKH�UDQJH�RI���������

(QYLURQPHQW
%HFDXVH�WKH�SURMHFW�LV�H[SHULHQFLQJ�D�FRQVLGHUDEOH�GHOD\��PRVW�RI�WKH�HQYLURQPHQWDO�HIIHFWV�KDYH�QRW�\HW
PDWHULDOL]HG��7KLV�KRZHYHU�GRHV�QRW�FKDQJH�WKH�IDFW�WKDW�WKH�HQYLURQPHQWDO�EHQHILWV�RI�WKLV�SURMHFW��
ZKLFK�ZLOO�PDQLIHVW�WKHPVHOYHV�DV�LPSOHPHQWDWLRQ�SURJUHVVHV����DUH�HQRUPRXV�

(TXDOLW\��3RYHUW\�RULHQWDWLRQ
7KH�SURMHFW�LV�QRW�VHHQ�DV�HVSHFLDOO\�IDYRULQJ�DQ\�SDUWLFXODU�JURXS�LQ�VRFLHW\��,W�LV�DVVXPHG�WKDW�LW�ZLOO
XQLIRUPO\�EHQHILW�DOO�WKH�LQKDELWDQWV�RI�WKH�FLW\�

6RPH�SHRSOH�ZLOO��DUJXH�WKDW��SRRUHU�JURXSV�JDLQ�UHODWLYHO\�PRUH�IURP�DQ�LPSURYHG
HQYLURQPHQW�WKDQ�GR�RWKHU�JURXSV��2Q�WKH�RWKHU�KDQG�LW�LV�FRQFHLYDEOH�WKDW�RQ�DYHUDJH�D��VPDOOHU
SURSRUWLRQ�RI�SRRUHU�JURXSV�OLYH�LQ�EXLOGLQJV�WKDW�DUH�SRVVLEOH�WR�FRQQHFW�WR�GLVWULFW�KHDWLQJ�WKDQ�ULFKHU
JURXSV��,I�WKLV�ZHUH�WKH�FDVH�ZH�FRXOG�WKHQ�FODLP�WKDW�WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LV�D�SURMHFW
ZKLFK�LV�ELDVHG�DJDLQVW�WKH�LQWHUHVW�RI�WKH�SRRUHU�JURXSV��MXVW�DV�ZH�FDQ�FODLP�WKDW��LQWURGXFLQJ�GLVWULFW
KHDWLQJ�LQ�WKH�FLWLHV�ZLOO�IDYRXU��ULFKHU��FLW\�LQKDELWDQWV�DW�WKH�H[SHQVH�RI�WKH�SRRUHU��FRXQWU\�GZHOOHUV�

*HQGHU���'HPRFUDF\��DQG�,QGHSHQGHQFH
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFWV��GLUHFW�QRU�LQGLUHFW��RQ�JHQGHU��GHPRFUDF\��RU
LQGHSHQGHQFH��HPDQDWLQJ�IRUP�WKLV�SURMHFW��

'HPRQVWUDWLRQ�HIIHFW
%HFDXVH�RI�VHYHUDO��PLQRU��SUREOHPV�WKDW�KDYH�DIIOLFWHG�WKH�SURMHFW��EXW�PDLQO\�EHFDXVH�RI�WKH�GHOD\
H[SHULHQFHG�LW�ZRXOG�EH�KDUG�WR�FODLP�WKDW�WKH�REMHFWLYH�RI�WKH�SURMHFW�EHFRPLQJ�D�GHPRQVWUDWLRQ
SURMHFW��KDV�EHHQ�DWWDLQHG��%XW�SHUKDSV�LW�LV�QRW�WRR�ODWH�\HW�

%,76
%,76�KDV��LQ�WKLV�DV�ZHOO�DV�LQ�WKH�RWKHU�GLVWULFW�KHDWLQJ�SURMHFWV�ILQDQFHG�LQ�&KLQD���SOD\HG�D�UDWKHU
DFWLYH�UROH��LQ�SODQQLQJ�WKH�SURMHFW�
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5HSRUWLQJ�FRPPLWPHQW
1RQH�RI�WKH�SDUWLHV�KDYH�FRPSOLHG�ZLWK�WKH�UHTXLUHPHQW�WR�SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW��QR
ODWHU�WKDQ�VL[�PRQWKV�DIWHU�FRPPLVVLRQLQJ���DQG�VKRXOG�EH�FULWLFL]HG�IRU�WKDW�

7$,<8$1

3URFXUHPHQW
2QH�RI�WKH�6ZHGLVK�ELGGHUV�ZLWKGUHZ�IURP�WKH�UDFH�GXH�WR�D�GLIIHUHQFH�LQ�RSLQLRQ�ZLWK�WKH�&KLQHVH
FOLHQW�UHJDUGLQJ�WKH�DSSURSULDWHQHVV�RI�WXUQ�NH\�GHOLYHU\��WDNLQJ�WKH�SRVLWLRQ�WKDW�LI�LW�FRXOG�QRW
LQIOXHQFHG�WKH�GHVLJQ�RI�WKH�SURMHFW�LW�ZDV�QRW�ORJLFDO�IRU�WKH�VXSSOLHU�WR�VKRXOGHU�D�WXUQ�NH\
UHVSRQVLELOLW\�IRU�WKH�RXWFRPH�RI�WKH�SURMHFW�

,PSOHPHQWDWLRQ
6LQFH�WKH�SURMHFW�KDV�QRW�\HW�UHDFKHG�LWV�GHVLJQ�FDSDFLW\��WKH�SHUIRUPDQFH�RI�VRPH�RI�WKH�6ZHGLVK
HTXLSPHQW�FDQ�QRW�\HW�EH�WHVWHG��6R�IDU����RI�WKH����VXEVWDWLRQV�KDYH�EHHQ�HTXLSSHG��1RQH�RI�WKH
VWDWLRQV�KDYH�\HW�EHHQ�FRQQHFWHG�WR�WKH�FRPSXWHU�V\VWHP�

2XWSXW
(YHQ�WKRXJK�DOO�RI�WKH�6ZHGLVK�HTXLSPHQW�LV�EDVLFDOO\�IXQFWLRQLQJ�DFFRUGLQJ�WR�SODQ���WKH�FOLHQW�LV�QRW
VDWLVILHG�ZLWK�DOO�KLV�SXUFKDVHV��7KHUH�DUH�VHYHUDO�UHDVRQV�IRU�WKLV��,Q�VRPH�FDVHV�WKH�HTXLSPHQW�PD\�QRW
KDYH�KDG�DQ�H[DFWO\�FRUUHFW�VSHFLILFDWLRQ��WR�VXLW�WKH�FOLHQW�V�QHHGV���,Q�VRPH�FDVHV�WKHUH�LV�D�PDO�IXQFWLRQ
ZKLFK�QHHGV�WR�EH�DGMXVWHG�RU�UHSDLUHG��EXW�ZKHUH�ODFN�RI�FORVH�UHODWLRQV�RU�GLVDJUHHPHQWV�EHWZHHQ
VXSSOLHU�DQG�FOLHQW�KDV�SUHYHQWHG�WKLV�IURP�KDSSHQLQJ�LQ�D�SURPSW�IDVKLRQ��,Q�RWKHU�FDVHV�LW�ZRXOG�VHHP
WKDW�VLPLODU�HTXLSPHQW���SRVVLEO\�RI�VRPHZKDW�ORZHU�TXDOLW\���FRXOG�KDYH�EHHQ�ERXJKW��LQ�WKH�GRPHVWLF
PDUNHW�DW�PD\EH�OHVV�WKDQ�KDOI�WKH�SULFH��$QG�WKH�RQO\�UHDVRQ�IRU�QRW�GRLQJ�VR�ZDV�VLPSO\�EHFDXVH�WKH
FUHGLW�ZDV�WLHG�WR�SXUFKDVHV�LQ�6ZHGHQ�

)RXU�FRPSXWHUV��ZKLFK�DFFRUGLQJ�WR�SODQ�ZHUH�WR�EH�LQVWDOOHG�DW�WKH�HQG�RI�������ZHUH�GHOLYHUHG�DW�WKH
HQG�RI�������L�H�WZR�\HDUV�DKHDG�RI�SODQQHG�LQVWDOODWLRQ��:KHQ�WKH\�ZHUH�LQVWDOOHG�LQ�1RYHPEHU�����
WKH\�ZHUH�FRPSOHWHO\�RXWGDWHG��7KH�VXSSOLHU�V��DQG�SHUKDSV�%,76����SDVVLYHQHVV�Z�U�W��WKH�GHOLYHU\�RI
FRPSXWHUV�DQG�VRIWZDUH�EHLQJ�GRQH�WZR�\HDUV�EHIRUH��WKHLU�LQWHQGHG�LQVWDOODWLRQ��FDQ�DW�EHVW�EH�GHVFULEHG
DV�FDUHOHVV��EXW�SHUKDSV�DV�LUUHVSRQVLEOH�

$FFRUGLQJ�WR�RULJLQDO�SODQ�WKH�SURMHFW�ZRXOG�KDYH�XVHG�D�FDEOH��DV�FRQQHFWLRQ�EHWZHHQ�WKH�FRQWURO
VWDWLRQ�DQG�WKH�VXE�VWDWLRQV��EXW�IRU�FRVW�UHDVRQV�LW�ZDV�GHFLGHG��LQ������WR�XVH�WKH�SXEOLF�WHOHSKRQH
V\VWHP�LQVWHDG���7KLV��DW�OHDVW�SDUWO\��H[SODLQV�WKH�GHOD\�LQ�LQVWDOOLQJ�WKH�FRQWURO�V\VWHP�

,Q�WKH�FRPSDQ\�V�RSLQLRQ�WKH�SUREOHP�ZLWK�WKH�WRR�VPDOO�YDOYHV�LV�D�VHULRXV�RQH��DV�WKH�YDOYHV�FDQ�QRW
VDWLVI\�LWV�UHJXODWRU\�IXQFWLRQ��7KH�YDOYHV�DUH�WRGD\�QRW�SHUIRUPLQJ�WKHLU�LQWHQGHG�IXQFWLRQ��DQG�LW�LV�WKH
VDPH�VLWXDWLRQ�LQ�DOO�WKH�VXEVWDWLRQV��7KH�FRPSDQ\�KDV�VXJJHVWHG�WR�$OID�/DYDO�WR�UHSODFH�WKH�YDOYHV�EXW
WKH\�LQVLVW�WKDW�WKH�YDOYHV�IXOILOO�WKH�QHHGHG�IXQFWLRQ�

7KH�FRPSDQ\�LV�QRW�VDWLVILHG�ZLWK�WKH�DIWHU�GHOLYHU\�VHUYLFH�SURYLGHG�E\�WKH�6ZHGLVK�VXSSOLHU���IHHOLQJ
WKDW�LW�KDV�QRW�UHFHLYHG�SURPSW��UHVSRQVH�DQG�KHOS�ZKHQ�QHHGHG��2QH�VLPSOH�H[SODQDWLRQ�IRU�WKLV�VWDWH
RI�DIIDLUV�FRXOG�EH�WKDW�WKH�6ZHGLVK�VXSSOLHU�EHOLHYHV�WKDW�LWV�REOLJDWLRQV�DV�SHU�FRQWUDFW�KDYH�DOUHDG\
EHHQ�XVHG�XS�
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2Q�VHYHUDO�RFFDVLRQV�WKHUH�KDYH�EHHQ�D�GLIIHUHQFH�RI�RSLQLRQ�EHWZHHQ�WKH�FOLHQW�DQG�WKH�VXSSOLHU�

,Q�D�VWRUDJH�URRP�WRGD\�WKHUH�DUH�����KHDW�H[FKDQJHUV�����SXPSV����FRQWURO�FDELQHWV��WUDQVPLWWHUV�
YDOYHV��IORZPHWUHV�HWF���HTXLSPHQW��HQRXJK�IRU�QLQH�FRPSOHWH�VXEVWDWLRQV��7KH\��ZHUH�GHOLYHUHG�IURP
6ZHGHQ�DW�WKH�HQG�RI�������WR�EH�LQVWDOOHG�E\�������%XW�GXH�WR�ODFN�RI�IXQGV�WKH\�ZHUH�QRW���1RZ�WKH
FRPSDQ\�KRSHV�WR�LQVWDOO�WKHP�ZLWKLQ�WZR�\HDUV��$FFRUGLQJ�WR�WKH�FRPSDQ\�WKH�JRRGV�DUH�NHSW�LQ�WKH
SHUIHFW�FRQGLWLRQ��ZLWK�QR�ULVN�RI�FRUURVLRQ��+RZHYHU��GXH�WR�WKH�JUHDW�DPRXQW�RI�VXOSKXU�LQ�WKH�DLU��WKH
FRUURVLRQ�RI�VWHHO�SURGXFWV�LV�PXFK�IDVWHU�LQ�&KLQD�WKDQ�LQ��VD\��6FDQGLQDYLD�

-XVW�DV�LQ�WKH�FDVH�RI�WKH�FRPSXWHUV�ZH�KHUH�KDYH�D�FDVH�RI�HTXLSPHQW�EHLQJ�VKLSSHG�IURP�6ZHGHQ�ORQJ
��DERXW�WZR�\HDUV�����EHIRUH�LWV�LQWHQGHG��XVH��,QFOXGLQJ�WKH�XQIRUHVHHQ�GHOD\�WKH�HTXLSPHQW�ZLOO�EH
LQVWDOOHG�DERXW���\HDUV�DIWHU�GHOLYHU\��7KLV�UDLVHV�VHULRXV�TXHVWLRQV�QRW�RQO\�DERXW�WKH�FRPSHWHQFH�RI�WKH
&KLQHVH�LPSRUWLQJ�DJHQF\��EXW�DOVR�DERXW�WKH�HIILFLHQF\�DQG�PHDQLQJIXOQHVV�RI�WKH�GRQRU�DJHQF\�V
SODQQLQJ�DQG�QHJRWLDWLQJ�V\VWHPV�

(IIHFWV
%\�WKH�HQG�RI�������ZLWK�D�KHDWHG�IORRU�DUHD�RI�DERXW�����PLOOLRQ�VTP��DQG�����ERLOHU�KRXVHV
GLVPRXQWHG���LW�LV�FDOFXODWHG�WKDW���������WRQV�RI�FRDO�DUH�VDYHG�DQQXDOO\���DV�ZHOO�DV�����WRQV�RI
JDVROLQH�EHFDXVH�DERXW���������WRQV�OHVV�RI�FRDO�DQG�DVKHV�QHHG�WR�EH�WUDQVSRUWHG��7KH�H[SHFWHG
VDYLQJV�ZKHQ�WKH�ZKROH�SURMHFW�LV�ILQLVKHG�LV�HVWLPDWHG�WR���������WRQV�RI�FRDO�DQQXDOO\��JLYHQ�D�ILYH
PRQWK�ORQJ�KHDWLQJ�VHDVRQ���DQG������WRQV�RI�JDVROLQH�

)LQDQFLDO
7KH�NQRZOHGJH�DQG�DZDUHQHVV�RI�ILQDQFLDO�LQIRUPDWLRQ�E\�WKH�FRPSDQ\�V�RIILFHUV�OHDYHV�PXFK�WR�EH
GHVLUHG��'LVFXVVLRQV�UHYHDOHG�WKDW�WKHUH�LV�QR�FOHDU�SULFH�LQIRUPDWLRQ�UHJDUGLQJ�VHYHUDO�FHQWUDO�FRVW
LWHPV��DPRQJ�WKHP�IRU�WKH�LWHPV�LPSRUWHG�IURP�6ZHGHQ�

7KH�SURILW�FDOFXODWLRQV�FDUULHG�RXW�E\�WKH�FRPSDQ\��WRGD\��L�H��ZKHQ�DERXW�KDOI�RI�WKH�WRWDO�EXLOGLQJ
DUHD�KDV�EHHQ�FRYHUHG��LQGLFDWH�WKDW�LW�ZLOO�EH�GLIILFXOW�WR�DFKLHYH�WKH�SURILW�DV�SODQQHG��7KLV�LV�SDUWO\
GXH�WR�WKH�IDFW�WKDW�WKH�FRVW�RI�SURGXFLQJ�KHDW�KDV�LQFUHDVHG�PRUH�WKHQ�WKH�WDULIIV�UHFHLYHG�IURP
FRQVXPHUV��EXW�HYHQ�PRUH�LPSRUWDQWO\��EHFDXVH�RI�WKH�ORQJ�GHOD\�LQ�LPSOHPHQWDWLRQ�RI�WKH�SURMHFW�

(FRQRPLF
7KH�SURMHFW�LV�KLJKO\�SURILWDEOH�IURP�DQ�HFRQRPLF�SRLQW�RI�YLHZ��,QWXLWLYHO\�WKLV�LV�HDV\�WR�XQGHUVWDQG
EHFDXVH�WKH�'+�V\VWHP�LQ�HIIHFW�PDNHV�XVH�RI�D�IUHH�UHVRXUFH��QDPHO\�ZDVWH�HQHUJ\��ZKLFK�LQ�WKH
DEVHQFH�RI�D�'+�VROXWLRQ�LQ�D�FR�JHQHUDWLRQ�SODQW��ZRXOG�EH�MXVW�HPLWWHG�XQXVHG�LQWR�WKH�DLU��$OVR��E\
JHQHUDWLQJ�KHDW�LQ�ODUJH�HIILFLHQW�ERLOHUV�WKDW�UHSODFH�D�PXOWLWXGH�RI�VPDOOHU�LQHIILFLHQW�ERLOHUV��WKH
HFRQRPLF�VDYLQJV�RI�WKLV�SURMHFW��PDLQO\�GXH�WR�WKH�ODUJH�H[SHFWHG�VDYLQJ�LQ�FRDO�FRQVXPSWLRQ��FDQ�EH
H[SHFWHG�WR�EH�YHU\�ODUJH�

(QYLURQPHQW
7KH�UHGXFWLRQV�LQ�GLIIHUHQW�W\SHV�RI�SROOXWLYH�HPLVVLRQV�ODUJHO\�FRUUHVSRQG�WR�WKH�GHJUHH�WR�ZKLFK�WKH
SURMHFW�KDV�EHHQ�LPSOHPHQWHG��L�H��WKH�VKDUH�RI�WKH�EXLOGLQJ�VSDFH�FRQQHFWHG��6HYHUDO�SHRSOH�WKDW�,
VSRNH�WR�UHPDUNHG�WKDW�WKH\�FRXOG�IHHO�E\�H\HV�DQG�QRVH�WKDW�DLU�TXDOLW\�KDV�EHFRPH�PXFK�EHWWHU�LQ
UHFHQW�\HDUV�

(TXDOLW\��3RYHUW\�RULHQWDWLRQ
7KH�SURMHFW�LV�QRW�VHHQ�DV�HVSHFLDOO\�IDYRULQJ�DQ\�SDUWLFXODU�JURXS�LQ�VRFLHW\��,W�LV�DVVXPHG�WKDW�LW�ZLOO
XQLIRUPO\�EHQHILW�DOO�WKH�LQKDELWDQWV�RI�WKH�FLW\�

6RPH�SHRSOH�ZLOO��DUJXH�WKDW��SRRUHU�JURXSV�JDLQ�UHODWLYHO\�PRUH�IURP�DQ�LPSURYHG
HQYLURQPHQW�WKDQ�GR�RWKHU�JURXSV��2Q�WKH�RWKHU�KDQG�LW�LV�FRQFHLYDEOH�WKDW�RQ�DYHUDJH�D��VPDOOHU
SURSRUWLRQ�RI�SRRUHU�JURXSV�OLYH�LQ�EXLOGLQJV�WKDW�DUH�SRVVLEOH�WR�FRQQHFW�WR�GLVWULFW�KHDWLQJ�WKDQ�ULFKHU
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JURXSV��,I�WKLV�ZHUH�WKH�FDVH�ZH�FRXOG�WKHQ�FODLP�WKDW�WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LV�D�SURMHFW
ZKLFK�LV�ELDVHG�DJDLQVW�WKH�LQWHUHVW�RI�WKH�SRRUHU�JURXSV��MXVW�DV�ZH�FDQ�FODLP�WKDW��LQWURGXFLQJ�GLVWULFW
KHDWLQJ�LQ�WKH�FLWLHV�ZLOO�IDYRXU��ULFKHU��FLW\�LQKDELWDQWV�DW�WKH�H[SHQVH�RI�WKH�SRRUHU��FRXQWU\�GZHOOHUV�

*HQGHU���'HPRFUDF\��DQG�,QGHSHQGHQFH
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFWV��GLUHFW�QRU�LQGLUHFW���RQ�JHQGHU��GHPRFUDF\��RU
LQGHSHQGHQFH��HPDQDWLQJ�IRUP�WKLV�SURMHFW��

'HPRQVWUDWLRQ�HIIHFW
*LYHQ�WKH�GHOD\V�H[SHULHQFHG�E\�WKH�SURMHFW��DQG�EHFDXVH�RI��WKH�XQFHUWDLQWLHV�WKDW�H[LVW�LQ�SHRSOHV�
PLQGV��Z�U�W��LPSRUWLQJ��HTXLSPHQW�RI��LQVWHDG�RI�EX\LQJ�VRPH�RI�LW�PXFK�FKHDSHU�LQ�WKH�GRPHVWLF
PDUNHW��LW�LV�QRW�SRVVLEOH�WR�VD\�WKDW�WKH�SURMHFW�KDV�EHFRPH�D�SRVLWLYH�GHPRQVWUDWLRQ�FDVH���IRU�RWKHUV�WR
IROORZ���$W�OHDVW�QRW�\HW��'LIIHUHQW�IROORZ�XS�DFWLYLWLHV��RUJDQL]HG�DQG�ILQDQFHG�E\�6LGD��FRXOG���KRZHYHU�
FRQWULEXWH�WR�WKH�DFKLHYHPHQW�RI�WKLV�REMHFWLYH�

%,76��SUHSDUDWLRQ
%,76�V�SURMHFW�GHFLVLRQ�GRFXPHQW�ZDV�RI�KLJK�SURIHVVLRQDO�TXDOLW\���DV�ZHUH�LQ�GHHG�DOVR�WKRVH�RI�WKH
RWKHU�IRXU�GLVWULFW�KHDWLQJ�SURMHFWV�

%,76�SOD\HG�DQ�DFWLYH�DQG�G\QDPLF�UROH�LQ�WU\LQJ�WR�DVVLVW�WKH�HQG�XVHU�WR�LPSURYH�WKH
SURMHFWV��ERWK�IURP�D�WHFKQRORJLFDO��DQG�HFRQRPLF�SRLQW�RI�YLHZ���VRPHWLPHV�ZLWK�D�SRVLWLYH�UHVXOW�
VRPHWLPHV�QRW�

5HSRUWLQJ�FRPPLWPHQW
1RQH�RI�WKH�SDUWLHV�KDYH�FRPSOLHG�ZLWK�WKH�UHTXLUHPHQW�WR�SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW��QR
ODWHU�WKDQ�VL[�PRQWKV�DIWHU�FRPPLVVLRQLQJ���DQG�VKRXOG�EH�FULWLFL]HG�IRU�WKDW�

6KLMLD]KXDQJ

,PSOHPHQWDWLRQ
0RVW�RI�WKH�LPSRUWHG�HTXLSPHQW�KDV�EHHQ�SXW�LQWR�RSHUDWLRQ�RQ�VFKHGXOH�

2XWSXW
7KH�SHUIRUPDQFH�EDVLFDOO\�PHHWV��VSHFLILHG�UHTXLUHPHQWV��DQG�WKH�FRPSDQ\�LV��VDWLVILHG�ZLWK�WKH
WUDLQLQJ�VHUYLFHV�RIIHUHG�E\�6LGD���+RZHYHU�WKHUH�DUH�WKH�IROORZLQJ�SUREOHPV�
��%HFDXVH�WKH�LJQLWLRQ�V\VWHP�RI�WKH�SODQW�ZDV�FKDQJHG�WR�XVH�FKDUFRDO�LQVWHDG�RI�RLO�WKH�WZR�W\SH�RLO

SXPSV���WKH�LJQLWLRQ�RLO�SXPS�DQG�WKH�RLO�UHPRYLQJ�SXPS��EHFDPH�XVHOHVV�DQG�KDYH�QHYHU�EHHQ�XVHG�
��WKH�ERLOHU�FRQWURO�V\VWHP�KDV�QRW�EHHQ�SXW��WR�XVH��EHFDXVH�WKHUH�LV�D�GLIIHUHQFH�EHWZHHQ�WKH�GHVLJQ

RI�WKH�V\VWHP�DQG�WKH�DFWXDO�RSHUDWLRQ��7HVW�UXQV�IDLOHG�DQG�WKH�FRPSXWHU�V\VWHP�KDV�WKHUHIRUH�QHYHU
EHHQ�XVHG�
�ODFN�RI�VSDUH�SDUWV���6RPH�FDQQRW�EH�IRXQG�LQ�&KLQD��2WKHU�SDUWV��DPRQJ�WKHP�VRPH�WKDW�ZHDU�GRZQ

TXLFNO\��DUH�XQNQRZQ�WR�WKH�&KLQHVH��EHFDXVH�QR�GUDZLQJV�ZHUH�PDGH�DYDLODEOH�E\�WKH�6ZHGLVK
VXSSOLHU�
��'XH�WR�WKH�ELJ�VHDVRQDO�FKDQJH�WKH�ERLOHUV��DUH�QRW�IXQFWLRQLQJ�ZHOO��7KH�ORDG�IDFWRU�PXVW�EH�PDGH

PRUH�HYHQ�LQ�RUGHU�IRU�WKH�ERLOHUV�WR�SHUIRUP�EHWWHU�
7KH�FRQWURO�V\VWHP�RI�WKH�ERLOHUV�LV�QRW�IXQFWLRQLQJ�GXH�WR�ODFN�RI�VSDUH�SDUWV�
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��7KH�ZKROH�FRQWURO�V\VWHP��LV�RXW�RI�RUGHU�VLQFH�)HEUXDU\�������D�SRVVLEOH�UHDVRQ�EHLQJ�WKDW�WKH
VRIWZDUH�LV�QRW�DEOH�WR�KDQGOH�XQDQQRXQFHG�HOHFWULFLW\�FXWV��%XW�LW�PD\�DOVR�EH�GXH�WR�WKH�IDFW�WKDW�IDFW
WKDW�VRPH�GHVLJQV�RI�WKH�SODQW�ZHUH�FKDQJHG�LQ�UHODWLRQ�WR�WKH�RULJLQDO�SODQV�RQ�WKH�EDVLV�RI��ZKLFK�WKH
FRPSXWRU�SURJUDP�ZDV�SURFXUHG���7KH�FRPSDQ\�KDV�DVNHG�WKH�6ZHGLVK�FRQWUDFWRU�IRU�KHOS��EXW�KDYH
DV�\HW�QRW�HYHQ�UHFHLYHG�DQ�DQVZHU�

$OO�WKUHH�FRQYH\RU�EHOW�V\VWHPV�DUH�UXQQLQJ�YHU\�ZHOO�DQG��DQG�LQ�WKH�FRPSDQ\�V�RSLQLRQ���FOHDUO\�EHWWHU
WKDQ�VLPLODU�V\VWHPV�SURGXFHG�LQ�&KLQD�

7KH�HOHFWULFLW\��GLVWULEXWLRQ��FHQWHU�LV�ZRUNLQJ�YHU\�ZHOO��7KHUH�DUH�VLPLODU�V\VWHPV�SURGXFHG�LQ�&KLQD
EXW�RI�ORZHU�TXDOLW\��+RZHYHU�WKH�FRPSDQ\�KDV�D�VXJJHVWLRQ�RQ�KRZ�LW�FDQ�EH�LPSURYHG

7KH�H[SHULHQFH�RI�WKH�HLJKW��URXJK�ZDWHU�SXPSV�VR�IDU�LV�YHU\�JRRG��7KH�VDPH�W\SH�RI�SXPSV��EXW�RI
OHVVHU�TXDOLW\���FDQ�EH�IRXQG�LQ�&KLQD�DW�KDOI�WKH�SULFH��

)LQDQFLDO
1R�ILQDQFLDO�GDWD�KDYH�EHHQ�PDGH�DYDLODEOH�WR�WKLV�HYDOXDWLRQ��EXW�D�JHQHUDO�UHDVRQLQJ�ZLOO�VXIILFH�WR
FRQFOXGH�WKDW�WKLV�SURMHFW�FDQ�KDUGO\�KDYH�DFKLHYHG�LWV�ILQDQFLDO�WDUJHWV��7KLV�LV�VLPSO\�GXH�WR�WKH�IDFW
WKDW�WKH�SURMHFW�KDV�EHHQ�GHOD\HG�ZLWK�D�ZKROH�\HDU��)URP�WKH�ILQDQFLDO�DQDO\VLV�FDUULHG�RXW�GXULQJ�WKH
DSSUDLVDO�LW�LV�FOHDU�WKDW�VXFK�D�ORQJ�GHOD\�LQ�WKH�SURMHFWV�UHYHQXHV�WR�VWDUW�PDWHULDOL]LQJ�ZRXOG�PDNH
ILQDQFLDO�SURILWDELOLW\�LPSRVVLEOH�WR�DFKLHYH�

(FRQRPLF
,W�LV�FOHDU�WKDW�DOO�RI�WKH�ILYH�GLVWULFW�KHDWLQJ�SURMHFWV��LQFOXGLQJ�WKLV�RQH��DUH�KLJKO\�SURILWDEOH�IURP�DQ
HFRQRPLF�SRLQW�RI�YLHZ��7KLV�IROORZV�IURP�WKH�YHU\�ODUJH�VDYLQJV�UHDOL]HG�LQ�FRDO�FRQVXPSWLRQ��DV�ZHOO
DV�WKURXJK�WKH�GUDPDWLF�UHGXFWLRQV�DFKLHYHG�LQ�HPLVVLRQV�RI�SROOXWDQWV��7KHVH�HFRQRPLF�EHQHILWV�DUH�RI
VXFK�PDJQLWXGH�WKDW�WKH�SURMHFW�V��HFRQRPLF�SURILWDELOLW\�FDQ�QRW�EH�WKUHDWHQHG�E\�WKH�SURMHFW�VXIIHULQJ
WKLV�RU�WKDW�VHW�EDFN�RU�EHFDXVH�LW�LV�LPSOHPHQWHG�ZLWK�RQH�RU�HYHQ�D�IHZ�\HDUV�GHOD\

7KH�LPSRUWDWLRQ�RI�DGYDQFHG�WHFKQRORJ\�IURP�WKH�:HVW�LV�QRW�D�SUH�FRQGLWLRQ�IRU�DFKLHYLQJ�KLJK
HFRQRPLF�SURILWDELOLW\��DV�LV�VRPHWLPHV�LPSOLHG�E\�VRPH�GRQRU�DJHQFLHV��7KH�EXON�RI�WKH�GUDPDWLF
HQYLURQPHQWDO�LPSURYHPHQWV�DV�ZHOO�DV�WKH�ODUJH�VDYLQJV�LQ�HQHUJ\�FRQVXPSWLRQ�WKDW�DUH�D�UHVXOW�RI
LQWURGXFLQJ�'+�WR�UHSODFH�D�PXOWLWXGH�RI�LQHIILFLHQW�LQGLYLGXDO�ERLOHUV��ZRXOG�EH�UHDSHG�DOVR�LQ�SURMHFW
UHO\LQJ�H[FOXVLYHO\�RQ�&KLQHVH�WHFKQRORJ\���,PSRUWHG��DGYDQFHG�WHFKQRORJ\�FDQ�PDNH�WKHVH�JDLQV
ELJJHU��EXW�DUH�QRW�D�FRQGLWLRQ�

(QYLURQPHQW
,W�LV�QRW�\HW�SRVVLEOH�WR�DVVHVV�ZKHWKHU�RU�QRW�SROOXWLRQ�WDUJHWV�KDYH�EHHQ�UHDFKHG��EHFDXVH�WKH�SURMHFW
KDV�QRW�\HW�UHDFKHG�D�IXOO�ORDG��)URP�ZKDW�ZH�FDQ�VHH�WRGD\�WKHUH�ZLOO�EH�QR�SUREOHP�WR�UHDFK�WKH
HQYLURQPHQWDO�WDUJHWV�RI�WKH�SURMHFW��7KH�RQO\�HQYLURQPHQWDO�SUREOHP�ZKLFK�DW�SUHVHQW�GRHV�QRW�KDYH
D�UHDG\�VROXWLRQ�LV�WKH�QRLVH�OHYHO�

(TXDOLW\��3RYHUW\�RULHQWDWLRQ
7KH�SURMHFW�LV�QRW�VHHQ�DV�HVSHFLDOO\�IDYRULQJ�DQ\�SDUWLFXODU�JURXS�LQ�VRFLHW\��,W�LV�DVVXPHG�WKDW�LW�ZLOO
XQLIRUPO\�EHQHILW�DOO�WKH�LQKDELWDQWV�RI�WKH�FLW\�

6RPH�SHRSOH�ZLOO��DUJXH�WKDW��SRRUHU�JURXSV�JDLQ�UHODWLYHO\�PRUH�IURP�DQ�LPSURYHG
HQYLURQPHQW�WKDQ�GR�RWKHU�JURXSV��2Q�WKH�RWKHU�KDQG�LW�LV�FRQFHLYDEOH�WKDW�RQ�DYHUDJH�D��VPDOOHU
SURSRUWLRQ�RI�SRRUHU�JURXSV�OLYH�LQ�EXLOGLQJV�WKDW�DUH�SRVVLEOH�WR�FRQQHFW�WR�GLVWULFW�KHDWLQJ�WKDQ�ULFKHU
JURXSV��,I�WKLV�ZHUH�WKH�FDVH�ZH�FRXOG�WKHQ�FODLP�WKDW�WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LV�D�SURMHFW
ZKLFK�LV�ELDVHG�DJDLQVW�WKH�LQWHUHVW�RI�WKH�SRRUHU�JURXSV��MXVW�DV�ZH�FDQ�FODLP�WKDW��LQWURGXFLQJ�GLVWULFW
KHDWLQJ�LQ�WKH�FLWLHV�ZLOO�IDYRXU��ULFKHU��FLW\�LQKDELWDQWV�DW�WKH�H[SHQVH�RI�WKH�SRRUHU��FRXQWU\�GZHOOHUV�
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*HQGHU���'HPRFUDF\��DQG�,QGHSHQGHQFH
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFWV��GLUHFW�QRU�LQGLUHFW��RQ�JHQGHU��GHPRFUDF\��RU
LQGHSHQGHQFH��HPDQDWLQJ�IRUP�WKLV�SURMHFW��

%,76�SUHSDUDWLRQ
$OVR�LQ�WKLV�SURMHFW�WKHUH�DUH�H[DPSOHV�RI�KRZ�%,76��PDLQO\�WKURXJK�LWV�DSSUDLVDO��ZDV�LQ�D�SRVLWLRQ�WR
RIIHU�SRVLWLYH�DGYLFH�WR�WKH�FOLHQW��UHJDUGLQJ�WHFKQLFDO�PRGLILFDWLRQV�LQ�RUGHU�WR�LPSURYH�WKH�SURMHFW

$IWHU�WKH�%,76�GHFLVLRQ�WR�JUDQW�ILQDQFLQJ�ZDV�WDNHQ��WKH�SDUWLHV�DJUHHG�WR�FKDQJH�WKH�FRQWHQWV�RI�WKH
LPSRUW�RUGHU�RI�D�PDJQLWXGH�RI�DSS�������RI�WKH�WRWDO�RUGHU��6WUDQJHO\�HQRXJK�WKHUH�LV�QR
GRFXPHQWDWLRQ�DW�DOO�RI�WKLV�GUDPDWLF�FKDQJH�LQ�WKH�FRQWUDFW�LQ�WKH�6LGD�ILOH���H[FHSW�IRU�D�VKRUW�OHWWHU
ZKHUH�6LGD�DFFHSWV�WKH�FKDQJH�

5HSRUWLQJ�FRPPLWPHQW
1RQH�RI�WKH�SDUWLHV�KDYH�FRPSOLHG�ZLWK�WKH�UHTXLUHPHQW�WR�SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW��QR
ODWHU�WKDQ�VL[�PRQWKV�DIWHU�FRPPLVVLRQLQJ���DQG�VKRXOG�EH�FULWLFL]HG�IRU�WKDW�

-LDPXVL

3URFXUHPHQW
7KHUH�ZHUH�VHYHUDO�FRQWURYHUVLHV�ZLWK�VRPH�ELGGLQJ�6ZHGLVK�FRPSDQLHV�FODLPLQJ�WKDW�VRXQG
SURFXUHPHQW�UXOHV�KDG�EHHQ�YLRODWHG��0\�LPSUHVVLRQ�LV�WKDW�QRQH�RI�WKH�DOOHJHG�IDXOWV�ZHUH�RI�D�YHU\
VHULRXV�QDWXUH�

,PSOHPHQWDWLRQ
%HFDXVH�WKH�FRQVWUXFWLRQ�RI�WKH�FR�JHQHUDWLRQ�SODQW�KDV�QRW�EHHQ�ILQLVKHG�DFFRUGLQJ�WR�SODQ��WKH
SURMHFW�LV�FXUUHQWO\�UXQQLQJ�DW�OHDVW�RQH�\HDU�EHKLQG�VFKHGXOH��7KH�UHVSRQVLELOLW\�IRU�WKH
FRJHQHUDWLRQ�SODQW�UHVWV�ZLWK�DQRWKHU�VWDWH�FRPSDQ\���DQG�WKH�ZRUN�FDQ�QRW�EH�VSHHGHG�XS�E\�WKH
-LDPXVL�'LVWULFW�+HDWLQJ�&RPSDQ\�

%HFDXVH�RI�HUURUV�FRPPLWWHG�LQ�SODQQLQJ�WKH�VKLSPHQW����DSSDUHQWO\�E\�WKH�VXSSOLHU�DQG�RU�WKH
VKLSSLQJ�DJHQF\����WKH�FRPSDQ\�LQFXUUHG�D�FRQVLGHUDEOH�H[WUD�FRVW�RI�WUDQVSRUWDWLRQ�

2XWSXW
7KH�SUHIDEULFDWHG�SLSHV��WKH��FRPSXWHUL]HG�FRQWURO�HTXLSPHQW���DV�ZHOO�DV�WKH�YDULRXV�NLQGV�RI
HTXLSPHQW�IRU�WKH�VXE�VWDWLRQV���KDYH�DOO�EHHQ�VXFFHVVIXOO\�LQVWDOOHG��DQG�DFFRUGLQJ�WR�WKH�FRPSDQ\�
DUH�WRGD\�RSHUDWLQJ�ZHOO�DQG�DFFRUGLQJ�WR�H[SHFWDWLRQ��7KH�FRPSDQ\�LV�VSHFLDOO\�FRQWHQW�ZLWK�WKH
$OID�/DYDO�KHDW�H[FKDQJHUV������ZHUH�LPSRUWHG���ZKLFK�WKH\�ILQG�WR�EH�RI�YHU\�KLJK�TXDOLW\��7KH
IRDPLQJ�PDFKLQH�KDV�KRZHYHU�QRW�EHHQ�IXQFWLRQLQJ�SURSHUO\��$W�SUHVHQW�LW�LV�RXW�RI�RUGHU�DQG�WKH
FRPSDQ\�ODFNV�VSDUH�SDUWV�WR�SXW�LW�LQ�RSHUDWLRQ�

6RPH�RI�WKH�HTXLSPHQW�WKDW�ZDV�SXUFKDVHG�IURP�6ZHGHQ�FDQ�WRGD\�EH�ERXJKW�RQ�WKH�ORFDO�PDUNHW�
RIWHQ�PDQXIDFWXUHG�E\�YDULRXV�IRUHLJQ�MRLQW�YHQWXUHV��$�FDVH�LQ�SRLQW�LV�WKH�$OID�/DYDO�MRLQW�YHQWXUH
LQ�6KDQJKDL�ZKLFK�SURGXFHV�YLUWXDOO\�WKH�VDPH�KHDW�H[FKDQJHUV�WKDW�WKH�HQG�XVHU�LPSRUWHG�IURP
6ZHGHQ�
�������0RVW�RI�WKH�SHRSOH�LQWHUYLHZHG�LQ�WKH�-LDPXVL�GLVWULFW�KHDWLQJ�FRPSDQ\�VHHPHG�WR�EH�FRQYLQFHG
WKDW�WKH�PDLQ��LI�QRW�WKH�RQO\���UHDVRQ�WKDW�WKH�FRPSDQ\�KDG�LPSRUWHG�WKH�HTXLSPHQW�IURP�6ZHGHQ
LQVWHDG�RI�EX\LQJ�LW�IURP�WKH�ORFDO�PDUNHW�ZDV�WKDW�WKH�FRPSDQ\�FRXOG�QRW�UDLVH�ILQDQFH�LQ�WKH�ORFDO
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&KLQHVH�PDUNHW��+RZHYHU��WKH\�DUH�DOVR�FOHDUO\�DZDUH�RI�WKH�TXDOLW\�GLIIHUHQFH��,Q�VXPPDU\��RQH
PD\�SHUKDSV�FRQFOXGH�WKDW�WKH�UHDVRQ�IRU�FKRRVLQJ�WKH�6ZHGLVK�HTXLSPHQW�ZDV�WZRIROG��)LUVWO\�
TXDOLW\�DQG�SULFH�ZHUH�FRPSHWLWLYH��VHFRQGO\����6ZHGHQ�RIIHUHG�WKH�EHVW�FUHGLW�

(IIHFW
6LQFH�WKH�SURMHFW�LV�QRW�\HW�ILQLVKHG��YHU\�IHZ�RI�WKH�H[SHFWHG���KLJKO\�EHQHILFLDO���HIIHFWV�KDYH�\HW�VWDUWHG
WR�PDQLIHVW�WKHPVHOYHV��7KHUH�LV�KRZHYHU�QRWKLQJ�DW�SUHVHQW�ZKLFK�ZRXOG�LQGLFDWH�WKDW�WKH�HIIHFWV�DV
SODQQHG�ZRXOG�QRW�EH�IRUWKFRPLQJ�RQFH�WKH�SURMHFW�LV�FRPSOHWHG�

)LQDQFLDO
:H�KDYH�QR�DFFHVV�WR�UHOHYDQW�ILJXUHV�WR�FDOFXODWH�D�UHYLVHG�H[�SRVW�ILQDQFLDO�UDWH�RI�UHWXUQ��EXW�MXVW�E\
JHQHUDO�UHDVRQLQJ�ZH�FDQ�VHH�WKDW�WKH�RQH�\HDU�GHOD\���ZKLFK�QRZ�VHHPV�OLNHO\���LV�TXLWH�HQRXJK�WR�XSVHW
WKH�UDWHV�RI�UHWXUQ�DUULYHG�DW�EHIRUH�WKH�SURMHFW�

(FRQRPLF
7KH�%,76�GHFLVLRQ�GRFXPHQW�PDNHV�D�YHU\�ELJ�XQGHUVWDWHPHQW�ZKHQ�LW�VD\V�WKDW�WKH�SURMHFW�FDQ�EH
GHHPHG�WR�KDYH�µDQ�DFFHSWDEOHµ�HFRQRPLF�UDWH�RI�UHWXUQ��-XGJLQJ�IURP�WKH�LQGLFDWLRQV�ZH�KDYH�WKH
HFRQRPLF�EHQHILWV�RI�WKLV�SURMHFW�DUH�HQRUPRXV���QRWZLWKVWDQGLQJ�WKH�GHOD\V�LQ�WKH�SURMHFW�V
LPSOHPHQWDWLRQ�

(QYLURQPHQW
7KH�UHGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�GXH�WR�WKLV�SURMHFW�DUH�H[SHFWHG�WR�EH�GUDPDWLF��%XW�WKH�FR�
JHQHUDWLRQ�SODQW�KDV�QRW�\HW�EHHQ�RSHQHG��DQG�WKH�ROG�ORFDO�ERLOHUV�DUH�VWLOO�LQ�RSHUDWLRQ��7KHUHIRUH�WKH
HQYLURQPHQWDO�JDLQV�KDYH�QRW�\HW�PDWHULDOL]HG

(TXDOLW\��3RYHUW\�RULHQWDWLRQ
7KH�SURMHFW�LV�QRW�VHHQ�DV�HVSHFLDOO\�IDYRULQJ�DQ\�SDUWLFXODU�JURXS�LQ�VRFLHW\��,W�LV�DVVXPHG�WKDW�LW�ZLOO
XQLIRUPO\�EHQHILW�DOO�WKH�LQKDELWDQWV�RI�WKH�FLW\�

6RPH�SHRSOH�ZLOO��DUJXH�WKDW��SRRUHU�JURXSV�JDLQ�UHODWLYHO\�PRUH�IURP�DQ�LPSURYHG
HQYLURQPHQW�WKDQ�GR�RWKHU�JURXSV��2Q�WKH�RWKHU�KDQG�LW�LV�FRQFHLYDEOH�WKDW�RQ�DYHUDJH�D��VPDOOHU
SURSRUWLRQ�RI�SRRUHU�JURXSV�OLYH�LQ�EXLOGLQJV�WKDW�DUH�SRVVLEOH�WR�FRQQHFW�WR�GLVWULFW�KHDWLQJ�WKDQ�ULFKHU
JURXSV��,I�WKLV�ZHUH�WKH�FDVH�ZH�FRXOG�WKHQ�FODLP�WKDW�WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LV�D�SURMHFW
ZKLFK�LV�ELDVHG�DJDLQVW�WKH�LQWHUHVW�RI�WKH�SRRUHU�JURXSV��MXVW�DV�ZH�FDQ�FODLP�WKDW��LQWURGXFLQJ�GLVWULFW
KHDWLQJ�LQ�WKH�FLWLHV�ZLOO�IDYRXU��ULFKHU��FLW\�LQKDELWDQWV�DW�WKH�H[SHQVH�RI�WKH�SRRUHU��FRXQWU\�GZHOOHUV�

*HQGHU���'HPRFUDF\��DQG�,QGHSHQGHQFH
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFWV��GLUHFW�QRU�LQGLUHFW��RQ�JHQGHU��GHPRFUDF\��RU
LQGHSHQGHQFH��HPDQDWLQJ�IRUP�WKLV�SURMHFW��

'HPRQVWUDWLRQ�HIIHFW
(YHQ�LI�LW�LV�QRW�EHFDXVH�RI�D�SRVVLEOH��GHPRQVWUDWLRQ�HIIHFW��HPDQDWLQJ�IURP�WKH�GLVWULFW�KHDWLQJ�SURMHFWV
ZKLFK�LQIOXHQFHG�$OID�/DYDO�V�GHFLVLRQ�WR�SURGXFH�LQ�&KLQD���LW�LV�HQWLUHO\�SRVVLEOH�WKDW�LWV�IXWXUH
VXFFHVV��DW�OHDVW�WR�VRPH�PHDVXUH��ZLOO�GHSHQG�RQ�WKH�VXFFHVVIXO�FRPSOHWLRQ�LI�WKH�6LGD�ILQDQFHG�'+
SURMHFWV���DPRQJ�WKHP�WKH�RQH�LQ�-LDPXVL�

%,76�SUHSDUDWLRQ
,Q�WKLV���DV�LQ�DOO�RI�WKH�'+�KHDWLQJ�SURMHFWV�LQ�&KLQD��%,76�KDV�KHOG�D�UDWKHU�KLJK�SURILOH�ZKHQ�LW
FRPHV�WR�FDUU\LQJ�RXW�LWV�RZQ�DQDO\VLV�DQG�IRUPLQJ�LWV�RZQ�RSLQLRQ�DERXW�WKH�SURMHFW��DQG�DOVR�WR
UHFRPPHQG�RU�HYHQ�UHTXHVW�WKH�ORDQ�WDNHU�V�FRPSOLDQFH�RQ�YDULRXV�SRLQWV��,Q�DOO�LPSRUWDQW�DVSHFWV�LW
VHHPV�WKDW�WKH�HQG�XVHU�DFWXDOO\�KHHGHG�WKH�DGYLFH�IRUZDUGHG�E\�%,76
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5HSRUWLQJ�FRPPLWPHQW
1RQH�RI�WKH�SDUWLHV�KDYH�FRPSOLHG�ZLWK�WKH�UHTXLUHPHQW�WR�SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW��QR
ODWHU�WKDQ�VL[�PRQWKV�DIWHU�FRPPLVVLRQLQJ���DQG�VKRXOG�EH�FULWLFL]HG�IRU�WKDW�

)XVKXQ

3URFXUHPHQW
2QH�RI�WKH�6ZHGLVK�ELGGHUV�FODLPHG�WKDW�WKH�WHQGHU�SURFHGXUH�DSSOLHG�E\�WKH�&KLQHVH�JRYHUQPHQW
GLVFULPLQDWHG�DJDLQVW��VPDOO�ELGGHUV���6LGD�KDYLQJ�ORRNHG�LQWR�WKLV��DV�ZHOO�DV�RWKHU�FULWLTXH�ZKLFK�KDV
EHHQ�GLUHFWHG�DW�WKH�SURFXUHPHQW�SURFHVV���KDV�IRXQG�QRWKLQJ�WKDW�ZRXOG�FRQVWLWXWH�D�VHULRXV�EUHDFK
DJDLQVW�JHQHUDOO\�DFFHSWHG�UXOHV�RI�D�FRPSHWLWLYH�SURFXUHPHQW�V\VWHP�

,PSOHPHQWDWLRQ
2YHUDOO��WKH�GHOD\�LQ�WKH�SURMHFW��DV�FRPSDUHG�WR�RULJLQDO�SODQV��LV�EHWZHHQ�RQH�DQG�WZR�\HDUV���$W
ILUVW���WKH�%DQN�RI�&KLQD��KHVLWDWHG�WR�DFW�DV��LQWHUPHGLDU\�IRU�WKLV�FUHGLW���DV�LW�KDG�D�VXVSLFLRQ
UHJDUGLQJ�WKH�VROYHQF\�RI�WKH�)XVKXQ�'LVWULFW�+HDWLQJ�&RPSDQ\���7KHQ���WKHUH�ZDV��LQ�WKH
FRPSDQ\�V�RSLQLRQ��D�GHOD\��FDXVHG�E\�WKH�VKLSSLQJ�FRPSDQ\�UHWDLQHG�E\�WKH�6ZHGLVK�H[SRUWHU���$W
D�ODWHU�VWDJH���D�IXUWKHU�GHOD\�ZDV�FDXVHG�E\�WKH�VORZ�SDFH�RI�FRQVWUXFWLRQ��RI�WKH�QHZ�SRZHU�SODQW�
ZKRVH�ERLOHU�WKH�FRPSDQ\��ZDQWHG�WR�XVH�IRU�KHDW�ZDWHU�

$W�SUHVHQW��DERXW�����RI�WKH�KHDWLQJ�VWDWLRQ�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG�LQ����VXEVWDWLRQV��7HVW
UXQV�EHJDQ�LQ�)HEUXDU\�������7KH�UHVW�ZLOO�EH�LQVWDOOHG�E\��������$V�IRU�WKH�SLSHV�ZKLFK�DUH�WR�EH
LQVWDOOHG�XQGHUJURXQG�VRPH������KDYH�EHHQ�LQVWDOOHG�WR�GDWH���DQG�WKH�HQWLUH�MRE�LV�H[SHFWHG�WR�EH
ILQLVKHG�E\������

6WLOO�WRGD\�WKH�FRPPXQLVW�SDUW\�KDV�D�SROLWLFDO�VHFUHWDU\�LQ�HDFK�VWDWH�FRPSDQ\��ZKR�LQ�PDQ\
SHRSOHV�RSLQLRQ��KDV�PRUH�SRZHU�WKDQ�WKH�*HQHUDO�PDQDJHU��$FFRUGLQJ�WR�RQH�RI�WKH�FRPSDQ\
RIILFHUV��VRPHWLPHV�WKH�SROLWLFDO�VHFUHWDU\�UHVSHFWV�WKH�H[SHUW�RSLQLRQV�RI�WKH�FRPSDQ\�V�VWDII�
VRPHWLPHV�QRW��$FFRUGLQJ�WR�WKH�&RPSDQ\�V�&KLHI�HQJLQHHU��KRZHYHU��WKHUH�DUH�QR�FDVHV�ZKHUH�WKH
3ROLWLFDO�VHFUHWDU\�KDV�KDG�DQ�RSLQLRQ�ZKLFK�GLIIHUV�IURP�WKDW�RI�WKH�PDQDJHPHQW�

2XWSXW
7ZR�WKLUGV�RI��WKH�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG��DQG�WKH�FRPSDQ\�EHOLHYHV�WKDW�WKH�WHVW�UXQV�KDYH
VKRZQ�WKDW�WKH�HTXLSPHQW�JHQHUDOO\�UXQV�YHU\�VPRRWKO\�DQG�HIILFLHQWO\��,W�DOVR��HPSKDVL]HV�WKH�EHQHILWV
FUHDWHG�E\�WKH�6ZHGLVK�GHOLYHU\��µLW�FKDQJHG�RXU�KHDWLQJ�PHWKRGV��WKH�ZD\�ZH�SURYLGH�KHDW�WR�WKH�FRQVXPHU������7KH
6ZHGLVK�WHFKQRORJ\�LV�YHU\�DGYDQFHG��PRUH�VR�WKDQ�RXU�RZQ�HTXLSPHQW�LQ�WKLV�ILHOG�

7KH�FRPSDQ\�DOVR�KRZHYHU�SRLQWV�RXW�VHYHUDO�SUREOHPV��QDPHO\�
��QRLVH�OHYHO�RI�SXPSV�
��ODFN�RI�VSDUH�SDUWV�IRU�WKH�IUHTXHQF\�FRQYHUWHUV�
��SUREOHPV�ZLWK�WKH�FRPSXWHUL]HG�PRQLWRULQJ�V\VWHP�
��PDOIXQFWLRQV�LQ�WKH�IRDPLQJ�PDFKLQH��DQG
��VWLOO�LQDGHTXDWH�WUDLQLQJ�
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7KH�FRPSDQ\�LV�TXLWH�VDWLVILHG�ZLWK�WKH�SHUIRUPDQFH�RI�WKH�6ZHGLVK�KHDW�H[FKDQJHUV��+RZHYHU��LQ
�����$OID�/DYDO�VWDUWHG�SURGXFLQJ�KHDW�H[FKDQJHUV�IURP�LWV�RZQ�IDFWRU\�LQ�6RXWKHUQ�&KLQD�
7KH�FRPSDQ\�KDG�WHVWHG�WKHVH�KHDW�H[FKDQJHUV�DQG�ZDV�TXLWH�VDWLVILHG�ZLWK�WKHP��DQG��LI�WKH
6ZHGLVK�FUHGLW�KDG�QRW�EHHQ�WLHG�WR�6ZHGLVK�JRRGV��LW�ZRXOG�KDYH�SUHIHUUHG�WR�SXUFKDVH�WKH�KHDW
H[FKDQJHUV�LQ�&KLQD�

0RVW�RI�WKH�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ�FRXOG�KDYH�EHHQ�ERXJKW�ORFDOO\�IURP�WKH�&KLQHVH
PDUNHW��EXW�JHQHUDOO\�RQH�PXVW�DVVXPH�WKDW�WKH�ORFDO�TXDOLW\�LV�VXEVWDQWLDOO\��ORZHU��1HYHUWKHOHVV�LW
ZRXOG�VHHP�OLNHO\�WKDW�LI�WKH�FRPSDQ\�KDG�UHFHLYHG�DQ�XQWLHG�FUHGLW�LW�ZRXOG�KDYH�SXUFKDVHG
GLIIHUHQWO\�
������7KHUH�DUH�LQ�&KLQD�WRGD\�DERXW����FLWLHV�WKDW�KDYH�D�PRGHUQ�GLVWULFW�KHDWLQJ�V\VWHP���KDOI�RI�WKHP
UHO\LQJ��DSSDUHQWO\�VXFFHVVIXOO\��RQ�&KLQHVH�WHFKQRORJ\�

(IIHFWV
7KH�PDLQ�HIIHFWV��RI�WKH�SURMHFW�DUH
��D�FRQVLGHUDEOH�HQHUJ\�FRQVHUYDWLRQ�EHFDXVH�RI�WKH�FRDO�WKDW�LV�VDYHG�ZKHQ�RQH�ODUJH��KLJKO\�HIILFLHQW
ERLOHU�UHSODFHV�D�PXOWLWXGH�RI�VWRYHV�DQG�VPDOO��LQHIILFLHQW�ERLOHUV
��VXSSO\�RI�KHDW�WR�WKH�FLW\�V�LQKDELWDQWV
��LQFUHDVHG�SRVVLELOLW\�IRU�IXWXUH�H[SDQVLRQ
��UHGXFHG�QHHG�RI�PDNH�XS�ZDWHU�GXH�WR�LQVWDOODWLRQ�RI�KHDW�H[FKDQJHUV�
��FRQWURO�RI�ZDWHU�ZLOO�GHFUHDVH�FRUURVLRQ�LQVLGH�WKH�SLSHV��ZKLFK�ZLOO�OHDG�WR�ORQJHU�QHWZRUN�WHFKQLFDO
OLIHWLPH
��LQVWDOODWLRQ�RI�FRQWURO�YDOYHV�DW�WKH�VXEVWDWLRQV�ZLOO�PDNH�LW�HDVLHU�WR�EDODQFH�WKH�V\VWHP�DQG�JLYH�EHWWHU
WHPSHUDWXUH�FRQWURO�

)LQDQFLDO
1R�GDWD�DUH�DYDLODEOH�WR�WU\�WR�FDOFXODWH�WKH�H[�SRVW�ILQDQFLDO�SURILWDELOLW\�RI�WKH�SURMHFW��%XW�HYHQ
ZLWKRXW�GDWD�LW�LV�FOHDU�WKDW�GXH�WR�WKH�FXUUHQW�WZR�\HDU�GHOD\�LQ�WKH�LPSOHPHQWDWLRQ�RI�WKH�SURMHFW�
WKHUH�LV�QR�ZD\�WKDW�WKH�ILQDQFLDO�WDUJHW�FDQ�EH�PHW�

(FRQRPLF
7KHUH�DUH�LPSRUWDQW�HIIHFWV��H�J��RQ�KHDOWK��ZKLFK�KDYH�QRW�EHHQ�LQFOXGHG�LQ�WKH�HFRQRPLF�DQDO\VLV
FDUULHG�RXW�DW�WKH�DSSUDLVDO��$�IXOO�LQFOXVLRQ�RI�DOO�HFRQRPLF�HIIHFWV��ZKHWKHU�TXDQWLILDEOH�RU�QRW��ZRXOG
\LHOG�D�YHU\�KLJK�HFRQRPLF�UDWH�RI�UHWXUQ�

(QYLURQPHQW
7KHUH�LV�QR�GRXEW�WKDW�WKH�EHQHILWV�WR�WKH�HQYLURQPHQW�DV�ZHOO�DV�WR�3HRSOHV��KHDOWKV�ZLOO�EH
GUDPDWLF�ZKHQ�WKH�SURMHFW�LV�FRPSOHWHG�

(TXDOLW\��3RYHUW\�RULHQWDWLRQ
7KH�SURMHFW�LV�QRW�VHHQ�DV�HVSHFLDOO\�IDYRULQJ�DQ\�SDUWLFXODU�JURXS�LQ�VRFLHW\��,W�LV�DVVXPHG�WKDW�LW�ZLOO
XQLIRUPO\�EHQHILW�DOO�WKH�LQKDELWDQWV�RI�WKH�FLW\�

6RPH�SHRSOH�ZLOO��DUJXH�WKDW��SRRUHU�JURXSV�JDLQ�UHODWLYHO\�PRUH�IURP�DQ�LPSURYHG
HQYLURQPHQW�WKDQ�GR�RWKHU�JURXSV��2Q�WKH�RWKHU�KDQG�LW�LV�FRQFHLYDEOH�WKDW�RQ�DYHUDJH�D��VPDOOHU
SURSRUWLRQ�RI�SRRUHU�JURXSV�OLYH�LQ�EXLOGLQJV�WKDW�DUH�SRVVLEOH�WR�FRQQHFW�WR�GLVWULFW�KHDWLQJ�WKDQ�ULFKHU
JURXSV��,I�WKLV�ZHUH�WKH�FDVH�ZH�FRXOG�WKHQ�FODLP�WKDW�WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LV�D�SURMHFW
ZKLFK�LV�ELDVHG�DJDLQVW�WKH�LQWHUHVW�RI�WKH�SRRUHU�JURXSV��MXVW�DV�ZH�FDQ�FODLP�WKDW��LQWURGXFLQJ�GLVWULFW
KHDWLQJ�LQ�WKH�FLWLHV�ZLOO�IDYRXU��ULFKHU��FLW\�LQKDELWDQWV�DW�WKH�H[SHQVH�RI�WKH�SRRUHU��FRXQWU\�GZHOOHUV�
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HQGHU���'HPRFUDF\��DQG�,QGHSHQGHQFH
,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFWV��GLUHFW�QRU�LQGLUHFW��RQ�JHQGHU��GHPRFUDF\��RU
LQGHSHQGHQFH��HPDQDWLQJ�IRUP�WKLV�SURMHFW��

%,76�SUHSDUDWLRQ
$V�LQ�WKH�RWKHU�GLVWULFW�KHDWLQJ�SURMHFWV�HYDOXDWHG�LQ�WKLV�UHSRUW�%,76�ZDV�TXLWH�DFWLYH�LQ�DQDO\]LQJ�WKH
SURMHFW��DQG�DOVR�DFWLYH�LQ�RIIHULQJ�UHFRPPHQGDWLRQV�WR�WKH�HQG�XVHU�RQ�WKH�VROXWLRQV�IDYRUHG�E\�%,76�

5HSRUWLQJ
/LNH�LQ�WKH�RWKHU�IRXU�SURMHFWV�QRQH�RI�WKH�FRQWUDFWLQJ�SDUWLHV���QHLWKHU�WKH�VHOOHU�QRU�WKH�EX\HU����KDYH
FRPSOLHG�ZLWK�WKHLU�FRQWUDFWXDO�REOLJDWLRQ�WR�SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ�UHSRUW�VL[�PRQWKV�DIWHU
FRPPLVVLRQLQJ�RI�WKH�SURMHFW�

%���*(1(5$/�&21&/86,216�5(*$5',1*�9$5,286�$63(&76

3URFXUHPHQW

,Q�YLUWXDOO\�DOO�RI�WKH�ILYH�SURMHFWV�WKHUH�KDV�EHHQ�DW�OHDVW�VRPH�GHJUHH�RI�FRQWURYHUV\
VXUURXQGLQJ�WKH�SURFXUHPHQW�SURFHVV�ZLWK�PDQ\�FODLPV�IURP�WKH�ELGGLQJ�6ZHGLVK
FRPSDQLHV�WKDW�VRXQG�SURFXUHPHQW�UXOHV�KDG�EHHQ�YLRODWHG��2Q�PRUH�WKDQ�RQH�RFFDVLRQ
RQH�RI�WKH�6ZHGLVK�ELGGLQJ�FRPSDQLHV�DFFXVHG�WKH�&KLQHVH�DXWKRULWLHV�WR�FRQGXFW�WKH
WHQGHULQJ�SURFHGXUH�LQ�D�ZD\�QRW�FRQVLVWHQW�ZLWK�DFFHSWHG�UXOHV�RI�FRPSHWLWLYH
SURFXUHPHQW��2QH�RI�WKH�6ZHGLVK�ELGGHUV�FODLPHG�WKDW�WKH�WHQGHU�SURFHGXUH�DSSOLHG�E\
WKH�&KLQHVH�JRYHUQPHQW�GLVFULPLQDWHG�DJDLQVW��VPDOO�ELGGHUV��0\�LPSUHVVLRQ�LV�WKDW
QRQH�RI�WKH�DOOHJHG�IDXOWV�ZHUH�RI�D�YHU\�VHULRXV�QDWXUH�

,Q�VRPH�RI�WKH�FDVHV�IRUPDO�FRPSODLQWV�ZHUH�ORGJHG�ZLWK�6LGD��ZKR�LQ�LWV�WXUQ
DSSURDFKHG�WKH�&KLQHVH�DXWKRULWLHV�ZLWK�D�UHTXHVW�IRU�FODULILFDWLRQ��)URP�ZKDW�FDQ�EH
DVFHUWDLQHG�IURP�WKH�DUFKLYHV�DV�ZHOO�DV�IURP�LQWHUYLHZV�QRQH�RI�WKH�UHSRUWHG�FDVHV�ZDV
MXGJHG�WR�FRQVWLWXWH�D�VHULRXV�HQRXJK�EUHDFK�RI�UXOHV�WR�ZDUUDQW�D�FKRLFH�RI�VXSSOLHU�WR
EH�RYHUWXUQHG��QRU�DQ\�VHULRXV�UHSULPDQG�

%XW�WKH�FRPSODLQWV�DV�ZHOO�DV�SURFXUHPHQWV�FDUULHG�RXW�LQ�RWKHU�%,76�SURMHFWV�LQ�&KLQD�
ZHUH�E\�6LGD�VHHQ�WR�EH�VHULRXV�HQRXJK�WR�SURPSW�LWV�FKLHI�OHJDO�$GYLVHU�WR�ZULWH�WR
02)7(&���XUJLQJ�WKHP�WR�FRQVLGHU�WKH�IROORZLQJ�SRLQWV�LQ�WKHLU�IXWXUH�SURFXUHPHQWV�

��(YDOXDWLRQ�FULWHULD�VKRXOG�EH�HVWDEOLVKHG�EHIRUH�WKH�LQYLWDWLRQV�WR�WHQGHU�DUH
VHQW�WR�WKH�VKRUW�OLVWHG�FRPSDQLHV

��WKH�LQYLWDWLRQ�WR�WHQGHU�VKRXOG�FRQWDLQ�WKH�HYDOXDWLRQ�FULWHULD�DQG�WKHLU�SULRULW\
RU�ZHLJKWLQJ

��WKH�HYDOXDWLRQ�VKRXOG�EH�XQGHUWDNHQ�DFFRUGLQJ�WR�WKH�VHW�FULWHULD��DQG

                                          
4 See letter dated Decembewr 2, 1997 from Sida (POL/JUR) to MOFTEC
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��LQIRUPDWLRQ�RQ�WKH�UHVXOWV�RI�WKH�HYDOXDWLRQ��DV�ZHOO�DV�WKH�VFRULQJ�RI�DOO�WHQGHUV
DQG�WKH�UHDVRQV�JLYHQ�IRU�FKRRVLQJ�WKH�ZLQQLQJ�WHQGHU�VKRXOG�EH�JLYHQ�WR�WKH
SDUWLFLSDWLQJ�FRPSDQLHV�DV�ZHOO�DV�WR�6LGD�

&RPSHWLWLYH�SULFHV
(YHQ�LI�WKH�SURFXUHPHQW�SURFHGXUHV�XVHG�E\�WKH�&KLQHVH�LPSRUWLQJ�DJHQFLHV�DUH�QRW
IXOO\�LQ�DFFRUGDQFH��DW�OHDVW�QRW�LQ�D�IRUPDO�VHQVH��ZLWK�VWDQGDUG�UHTXLUHPHQWV�RI
FRPSHWLWLYH�ELGGLQJ��PRVW�REVHUYHUV�VHHP�WR�DJUHH�WKDW�WKH�LPSRUWHG�JRRGV�KDYH�EHHQ
SXUFKDVHG�DW�YHU\�FRPSHWLWLYH�SULFHV��)RU��HYHQ�WKRXJK�WKH�6ZHGLVK�FRQFHVVLRQDU\
FUHGLWV�DUH�WLHG�WR�SXUFKDVHV�IURP�6ZHGLVK�VXSSOLHUV��WKHUH�VHHPV�WR�KDYH�EHHQ�D�YHU\
NHHQ�FRPSHWLWLRQ�EHWZHHQ�WKH�KDOI�GR]HQ�6ZHGLVK�FRPSDQLHV�WKDW�DUH�FRQVLGHUHG�WR�EH
LQWHUQDWLRQDOO\�FRPSHWLWLYH�VXSSOLHUV�LQ�WKH�ILHOG�RI�GLVWULFW�KHDWLQJ��6RPH�KDYH�HYHQ
FKDUDFWHUL]HG�WKH�FRPSHWLWLRQ�EHWZHHQ�WKH�SURVSHFWLYH�6ZHGLVK�VXSSOLHUV�DV�LUULWDWHG�
2QH�UHDVRQ�IRU�WKLV�NHHQ�FRPSHWLWLRQ�QR�GRXEW�LV�WKH�YHU\�VNLOOIXO�QHJRWLDWLQJ�WHFKQLTXHV
RI�WKH�&KLQHVH�LPSRUWHUV��'XULQJ�WKH�WHFKQLFDO�GLVFXVVLRQV�EHWZHHQ�SURVSHFWLYH�VXSSOLHUV
DQG�FOLHQW��ZKLFK�SUHFHGH�WKH�ILQDO�VHOHFWLRQ�RI�VXSSOLHUV��WKH�6ZHGLVK�FRPSDQLHV�DUH�SXW
XQGHU�FRQVLGHUDEOH�SUHVVXUH�WR�VKDUH�WKHLU�SURIHVVLRQDO�H[SHUWLVH�LQ�SODQQLQJ�DV�ZHOO�DV
GHVLJQLQJ�WKH�SURMHFW�

1RW�RQO\�DUH�WKH�SURVSHFWLYH�VXSSOLHUV�WDSSHG�IRU�D�FRQVLGHUDEOH�DPRXQW�RI
H[SHUW�DGYLFH�ZKLFK����LQ�WKH�SUH�FRQWUDFW�SHULRG���LV�DOZD\V�SURYLGH�IUHH�RI�FKDUJH��EXW
WKH\�DUH�DOVR�VTXHH]HG�KDUG�LQ�SULFH�QHJRWLDWLRQV��7KLV�SLFWXUH�FRQIRUPV�LQ�JHQHUDO�ZLWK
WKH�H[SHULHQFH�PDGH�E\�DOVR�RWKHU�6ZHGLVK�ILUPV�LQ�6ZHGHQ��7KH�JHQHUDO�DWWLWXGH
WRZDUGV�WKHVH�KDUG�QHJRWLDWLRQV�DQG�FRQWUDFWV�ZKLFK�DUH�VRPHWLPHV�VHHQ�DV�OHDQ��LV�WKDW
WKLV�LV�D�QHFHVVDU\�VDFULILFH�WR�PDNH�LQ�RUGHU�WR�HVWDEOLVK�RQHVHOI�LQ�WKH�YDVW�&KLQHVH
PDUNHW�

7KH�IDFW�WKDW�D�&KLQHVH�FRPSDQ\�LV�QRW�DOORZHG�WR�LPSRUW�LQ�LWV�RZQ�QDPH��DQG�KDV�WR
XVH�WKH�VSHFLDOL]HG�LPSRUW�H[SRUW�DJHQFLHV�LV�FHUWDLQO\�DGYDQWDJHRXV�LQ�WKH�VHQVH�WKDW
HYHQ�SURYLQFLDO�GLVWULFW�KHDWLQJ�FRPSDQLHV��ZLWK�QR�SUHYLRXV�LQWHUQDWLRQDO�H[SHULHQFH�RI
WKHLU�RZQ��ZLOO�EH�DEOH�WR�QHJRWLDWH�JRRG�FRQWUDFWV�ZLWK�WKH�ELJ�PXOWLQDWLRQDO�H[SRUWHUV�
2Q�WKH�RWKHU�KDQG�WKLV�V\VWHP�FDUULHV�ZLWK�LW�WKH�GLVDGYDQWDJH�WKDW�WKH�LPSRUW�DJHQF\
PD\�QRW�DOZD\V�EH�����	��LQ�WXQH�ZLWK�WKH�WHFKQLFDO�QHHGV�RI�WKH�HQG�XVHU��WKH
LPSRUWLQJ�FRPSDQ\��2QH�FDVH�LQ�SRLQW�LV�SHUKDSV�WKH�FRPSXWHUV�WKDW�ZHUH�VKLSSHG�WZR
\HDUV�LQ�DGYDQFH�RI�WKHLU�LQWHQGHG�LQVWDOODWLRQ�GDWH�

&KLQHVH�LPSRUWHUV�DUH�E\�6ZHGLVK�H[SRUWHUV�VRPHWLPHV�SHUFHLYHG�WR�EH�UHOXFWDQW�WR
VSHQG�PRQH\�RQ�FDUU\LQJ�RXW�VWXGLHV�DQG�RQ�VRIW�ZDUH��2IWHQ�&KLQHVH�LPSRUWHUV�ZLOO�QRW
FDUU\�RXW�WKHLU�RZQ�DSSUDLVDOV�RI�RIIHUV�UHFHLYHG�E\�SURVSHFWLYH�IRUHLJQ�VXSSOLHUV��,QVWHDG
WKH\�ZLOO�XVH�WKH�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKH�ELGV�RI�FRPSHWLQJ�VXSSOLHUV��6RPHWLPHV
WKH\�ZLOO�HYHQ�LQYLWH��LQ�WKH�HDUOLHU�VWDJHV�RI�D�WHQGHULQJ�SURFHGXUH���D�FRPSHWLQJ�ILUP�WR
FRPPHQW�RQ�WHFKQLFDO�SURSRVDOV�RIIHUHG�E\�DQRWKHU�FRPSDQ\�
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,PSOHPHQWDWLRQ
,Q��DOO�RI�WKH�SURMHFWV�WKH�6ZHGLVK�HTXLSPHQW�KDV�JHQHUDOO\�EHHQ�GHOLYHUHG�DFFRUGLQJ�WR
FRQWUDFW�DQG�RYHUDOO�IRXQG�WR�EH�RI�H[SHFWHG�TXDOLW\�DQG�IXQFWLRQ��6RPH�RI�WKH�FOLHQW
FRPSDQLHV�VWDWH�WKDW�WKH�6ZHGLVK�VXSSOLHU�FRPSOHWHG�WKH�SURMHFW�WR�IXOO�VDWLVIDFWLRQ��EXW
DOO�RI�WKHP�KDYH�D�OLVW�RI��PDLQO\�PLQRU��FRPSODLQWV�

+RZHYHU��DOO�RI�WKH�SURMHFWV�DUH�H[SHULHQFLQJ�GHOD\V��RI�EHWZHHQ�RQH�DQG�WZR�\HDUV��,Q�D
IHZ�FDVHV�SDUW�RI�WKH�GHOD\�LQ�SURMHFW�LPSOHPHQWDWLRQ�ZDV�GXH�WR�WKH�KHVLWDWLRQ�RQ�SDUW�RI
WKH�%DQN�RI�&KLQD�WR�DFW�DV��LQWHUPHGLDU\�IRU�WKH�FUHGLW��EHFDXVH�LW�KDG�D�VXVSLFLRQ
UHJDUGLQJ�WKH�VROYHQF\�RI�HQG�XVHU��,Q�RWKHU�FDVHV�LW�KDG�WR�GR�ZLWK�WKH�SDUDOOHO
FRQVWUXFWLRQ�RI�D�SRZHU�SODQW�RXWVLGH�RI�WKH�FRQWURO�RI�WKH�HQG�XVHU�

$V�RI�WRGD\�DERXW�WZR�WKLUGV�RU�PRUH�RI�WKH�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG��,Q
VRPH�FDVHV�HQRXJK�WHVW�UXQV�KDYH�QRW�EHHQ�PDGH�VR�DV�WR�HIIHFWLYHO\�EH�DEOH�WR�MXGJH�WKH
SHUIRUPDQFH�RI�WKH�6ZHGLVK�HTXLSPHQW��,Q�WKH�RWKHU�FDVHV�PRVW�RI�WKH�HTXLSPHQW�ZDV
SXW�LQWR�RSHUDWLRQ�RQ�VFKHGXOH�DQG��DIWHU�WHVW�UXQV��IRXQG�WR�SHUIRUP�EDVLFDOO\�DV�SHU
VSHFLILHG�UHTXLUHPHQWV��KRZHYHU�ZLWK�VRPH�H[FHSWLRQV�
,Q�RQH�RI�WKH�SURMHFWV�WKH�HQG�XVHU�LQFXUUHG�D�VXEVWDQWLDO�H[WUD�WUDQVSRUWDWLRQ�FRVWV
EHFDXVH�RI�HUURUV�FRPPLWWHG�E\�WKH�VXSSOLHU�LQ�WKH�VKLSPHQW�SODQQLQJ�

+RW�WDS�ZDWHU�QRW�LQFOXGHG
7KH�SURYLVLRQ�RI�KRW�WDS�ZDWHU�WR�WKH�EXLOGLQJV�LV�QRW�LQFOXGHG�LQ�DQ\�RI�WKH�ILYH�SURMHFWV�
HYHQ�WKRXJK�VWXGLHV�KDYH�VKRZQ�WKDW�WKLV�ZRXOG�EH�QRW�RQO\�WHFKQRORJLFDOO\�PRUH
HIILFLHQW�VROXWLRQ�EXW�DOVR�PXFK�PRUH�FRVW�HIIHFWLYH��$OVR�WKH�VWXGLHV�FDUULHG�RXW�E\�%,76
PDGH�D�VWURQJ�SRLQW�WKDW�WKH�LQFOXVLRQ�RI�KRW�WDS�ZDWHU�SURYLVLRQ�LQ�WKH�SURMHFWV�ZRXOG
PDNH�WKH�SURMHFWV�FRQVLGHUDEO\�PRUH�HIILFLHQW�WHFKQRORJLFDOO\�DV�ZHOO�DV�PRUH�FRVW
HIIHFWLYH��7RGD\�KRW�WDS�ZDWHU�XVHG�LQ�WKH�EXLOGLQJV�LV�KHDWHG�E\�VHSDUDWH�ERLOHUV�XVXDOO\
GULYHQ�E\�JDV�RU�E\�FRDO��,W�KDV�QRW�EHHQ�SRVVLEOH�WR�HVWDEOLVK�H[DFWO\�ZK\�KRW�WDS�ZDWHU
SURYLVLRQ�LV�QRW�LQFOXGHG�LQ�WKH�&KLQHVH�'+�SURMHFWV��/DUJHO\�LW�ZRXOG�VHHP�WR�EH�D
TXHVWLRQ�RI�WUDGLWLRQ��$SSDUHQWO\�WKH�GHFLVLRQ�PDNHUV�DUH�QRW�\HW�VXIILFLHQWO\�FRQYLQFHG
RI�WKH�SURILWDELOLW\�LQ�RUGHU�WR�DFFHSW�WKH�ELJJHU�LQYHVWPHQW�FRVW�ZKLFK�ZRXOG�EH�QHHGHG�

1RQ�IOH[LEOH�KHDWLQJ�VHDVRQ
$QRWKHU��DVSHFW�ZKLFK�LV�GLIILFXOW�WR�XQGHUVWDQG�IRU�WKH�RXWVLGH�REVHUYHU�LV�WKH�LQVLVWHQFH
RQ�SDUW�RI�WKH�DXWKRULWLHV�WR�KDYH�RQH�XQLIRUP�FDOHQGDU�SHULRG�IRU�KHDWLQJ�LUUHJDUGOHVV�RI
KRZ�WKH�DFWXDO�ZHDWKHU�FRQGLWLRQV�PD\�FKDQJH�IURP�RQH�\HDU�WR�WKH�QH[W�
$GPLQLVWUDWLQJ�D�PRUH�IOH[LEOH�V\VWHP��ZKHUH�WKH�RSHQLQJ�DQG�FORVLQJ�GDWHV�UHVSHFWLYHO\
RI�WKH�SURYLVLRQ�RI�KHDWLQJ�ZRXOG�EH�LQIOXHQFHG�E\�WKH�DFWXDO�RXWVLGH�WHPSHUDWXUH�
ZRXOG�QRW�RQO\�EH�PRUH�FRQVXPHU�IULHQGO\�EXW�SUREDEO\�DOVR�PRUH�SURILWDEOH�IRU�WKH
KHDWLQJ�FRPSDQLHV�
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2XWSXW

2YHUDOO�6ZHGLVK�HTXLSPHQW�LV�SHUIRUPLQJ�ZHOO����
%HWZHHQ�WZR�WKLUGV��DQG�DOO�RI�WKH�LPSRUWHG�HTXLSPHQW�KDV�EHHQ�LQVWDOOHG�DQG�SXW�LQWR
RSHUDWLRQ�RQ�VFKHGXOH��7KH�WHVW�UXQV�ZKLFK�KDYH�EHHQ�PDGH�VKRZ�WKHLU�SHUIRUPDQFH
EDVLFDOO\�WR�PHHW�WKH�VSHFLILHG�UHTXLUHPHQWV���D�PDMRU�SDUW�UXQQLQJ�YHU\�VPRRWKO\�DQG
HIILFLHQWO\�

,Q�6KLMLD]KXDQJ�DOO�WKUHH�FRQYH\RU�EHOW�V\VWHPV�DUH�UXQQLQJ�YHU\�ZHOO�DQG��DQG�LQ
WKH�FRPSDQ\�V�RSLQLRQ��FOHDUO\�EHWWHU�WKDQ�VLPLODU�V\VWHPV�SURGXFHG�LQ�&KLQD��7KH
HOHFWULFLW\��GLVWULEXWLRQ��FHQWHU�LV�ZRUNLQJ�YHU\�ZHOO��DQG�WKH�H[SHULHQFH�RI�WKH�HLJKW
URXJK�ZDWHU�SXPSV�VR�IDU�LV�YHU\�JRRG��,Q�-LDPXVL�WKH�SUHIDEULFDWHG�SLSHV��WKH
FRPSXWHUL]HG�FRQWURO�HTXLSPHQW��DV�ZHOO�DV�WKH�YDULRXV�NLQGV�RI�HTXLSPHQW�IRU�WKH�VXE�
VWDWLRQV��KDYH�DOO�EHHQ�VXFFHVVIXOO\�LQVWDOOHG��DQG�DFFRUGLQJ�WR�WKH�FRPSDQ\��DUH�WRGD\
RSHUDWLQJ�ZHOO�DQG�DFFRUGLQJ�WR�H[SHFWDWLRQ��7KH�FRPSDQ\�LV�VSHFLDOO\�FRQWHQW�ZLWK�WKH
$OID�/DYDO�KHDW�H[FKDQJHUV��ZKLFK�WKH\�ILQG�WR�EH�RI�YHU\�KLJK�TXDOLW\�

6RPH�FRPSDQLHV�DOVR�HPSKDVL]H�WKH�EHQHILWV�FUHDWHG�E\�WKH�6ZHGLVK�GHOLYHU\�
µLW�FKDQJHG�RXU�KHDWLQJ�PHWKRGV��WKH�ZD\�ZH�SURYLGH�KHDW�WR�WKH�FRQVXPHU������7KH�6ZHGLVK�WHFKQRORJ\
LV�YHU\�DGYDQFHG��PRUH�VR�WKDQ�RXU�RZQ�HTXLSPHQW�LQ�WKLV�ILHOG�����-XGJLQJ�IURP�WKH�WHVW�WXQV�PDGH�ZH
WKLQN�WKDW�WKH�HTXLSPHQW�LV�YHU\�JRRG�������7KH�RXWSXW�DQG�WKH�EHQHILWV�RI�WKH�V\VWHP�ZH�WKLQN�ZLOO�EH
WKH�RQHV�DV�SODQQHGµ

����EXW�WKHUH�DUH�VRPH�SUREOHPV���
$OO�RI�WKH�HQG�XVHUV��KRZHYHU���DOVR�SRLQWV�RXW�D�QXPEHU�RI���PDLQO\���PLQRU
SUREOHPV���$PRQJ�WKHP��QRLVH�OHYHO�RI�SXPSV��ODFN�RI�VSDUH�SDUWV�IRU�WKH�IUHTXHQF\
FRQYHUWHUV��SUREOHPV�ZLWK�WKH�FRPSXWHUL]HG�PRQLWRULQJ�V\VWHP��PDOIXQFWLRQV�LQ�WKH
IRDPLQJ�PDFKLQH��VWLOO�LQDGHTXDWH�WUDLQLQJ�
$PRQJ�VRPH�RI�WKH�HQG�XVHU�V�VWDII�WKHUH�DUH�VRPH�ZKLFK�KDUERU�FRQVLGHUDEOH
GLVFRQWHQW��DERXW�WKH�6ZHGLVK�HTXLSPHQW�DQG�WKHLU�IXQFWLRQLQJ�

7KH�PRVW�VHULRXV�SRLQWV�QRWHG�E\�WKLV�HYDOXDWLRQ�DUH�WKH�IROORZLQJ�

��,Q�VRPH�SURMHFWV�VRPH�RI�WKH�SXPSV�YLEUDWH�DQG�VKDNH�DQG�PDNH�WRR�PXFK�QRLVH

��$Q�DFXWH�ODFN�RI�RULJLQDO�VSDUH�SDUWV�LV�D�SUREOHP�H[SHULHQFHG�E\�WHFKQLFLDQV�LQ�DOO�WKH�SURMHFWV
DQG�Z�U�W��PRVW�RI�WKH�6ZHGLVK�HTXLSPHQW��7KLV�LV�QRW�VXUSULVLQJ�IRU�LW�LV�REYLRXV�WKDW�PDQDJHPHQW
VRPHWLPHV�SUHIHUUHG�WR�XVH�WKH�DYDLODEOH�FUHGLW�IXQGV�IRU�KDUGZDUH�DW�WKH�H[SHQVH�RI��VSDUH�SDUWV�

��7KHUH�DUH�PDQ\�LQGLFDWLRQV�WKDW�WKH�DPRXQW�RI�WUDLQLQJ�DQG�VXSHUYLVLRQ��LQ�WKH�FRQWUDFWV�ZDV�LQVXIILFLHQW�
7KHUH�VHHPV�WR�KDYH�EHHQ�D�VWURQJ�WHPSWDWLRQ�IRU�WKH�HQG�XVHUV�WR�XVH�PRQH\��SRWHQWLDOO\�GHVWLQHG�IRU
WUDLQLQJ�DQG�VXSHUYLVLRQ�SXUSRVHV��IRU�LPSRUWLQJ�DGGLWLRQDO�HTXLSPHQW�LQ�VWHDG��7RGD\�LW�ZRXOG�VHHP
WKDW�PDQ\�ZLVK�WKDW�PRUH�WUDLQLQJ�DQG�VXSHUYLVLRQ�KDG�EHHQ�LQFOXGHG�

��,Q�RQH�SURMHFW�IRXU�FRPSXWHUV�ZHUH�GHOLYHUHG�WZR�\HDUV�DKHDG�RI�WKHLU�LQWHQGHG�LQVWDOODWLRQ��PDNLQJ
WKHP�REVROHWH�DOUHDG\�DW�WKH�WLPH�WKH\�ZHUH�SXW�LQ�RSHUDWLRQ�

��,Q�RQH�RI�WKH�SURMHFWV�WRR�VPDOO�YDOYHV�ZHUH�GHOLYHUHG��DQG�WKH\�FDQ�WRGD\�QRW�VDWLVI\�WKHLU�UHJXODWRU\
IXQFWLRQ�
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��$W�OHDVW�RQH�RI�WKH�HQG�XVHUV�DUH�QRW�VDWLVILHG�ZLWK�WKH�DIWHU�GHOLYHU\�VHUYLFH�SURYLGHG�E\�WKH�6ZHGLVK
VXSSOLHU���IHHOLQJ�WKDW�WKH\�KDYH�QRW�UHFHLYHG�SURPSW��UHVSRQVH�DQG�KHOS�ZKHQ�QHHGHG��2QH�VLPSOH
H[SODQDWLRQ�IRU�WKLV�VWDWH�RI�DIIDLUV�FRXOG�EH�WKDW�WKH�6ZHGLVK�VXSSOLHU�EHOLHYHV�WKDW�LWV�REOLJDWLRQV�DV�SHU
FRQWUDFW�KDYH�DOUHDG\�EHHQ�XVHG�XS�

��,Q�RQH�SURMHFW�WKHUH�DUH�WRGD\�NHSW�LQ�D�VWRUDJH�URRP����KHDW�H[FKDQJHUV�����SXPSV����FRQWURO
FDELQHWV��WUDQVPLWWHUV��YDOYHV��IORZPHWUHV�HWF���HTXLSPHQW��HQRXJK�IRU�QLQH�FRPSOHWH�VXEVWDWLRQV��7KH\
ZHUH�GHOLYHUHG�IURP�6ZHGHQ�DW�WKH�HQG�RI�������WR�EH�LQVWDOOHG�E\�������%XW�GXH�WR�ODFN�RI�IXQGV�WKH\
ZHUH�QRW��$FFRUGLQJ�WR�WKH�FRPSDQ\�WKH�JRRGV�DUH�NHSW�LQ�WKH�SHUIHFW�FRQGLWLRQ��ZLWK�QR�ULVN�RI
FRUURVLRQ��+RZHYHU��GXH�WR�WKH�JUHDW�DPRXQW�RI�VXOSKXU�LQ�WKH�DLU��WKH�FRUURVLRQ�RI�VWHHO�SURGXFWV�LV
PXFK�IDVWHU�LQ�&KLQD�WKDQ�LQ���VD\��6FDQGLQDYLD��-XVW�DV�LQ�WKH�FDVH�RI�WKH�FRPSXWHUV�ZH�KHUH�KDYH�D
FDVH�RI�HTXLSPHQW�EHLQJ�VKLSSHG�IURP�6ZHGHQ�ORQJ�EHIRUH�LWV�LQWHQGHG��XVH��,QFOXGLQJ�WKH�XQIRUHVHHQ
GHOD\�WKH�HTXLSPHQW�ZLOO�EH�LQVWDOOHG�DERXW���\HDUV�DIWHU�GHOLYHU\�

��,Q�6KLMLD]KXDQJ�WKH�ZKROH�FRQWURO�V\VWHP�LV�RXW�RI�RUGHU�VLQFH�)HEUXDU\�������D�SRVVLEOH�UHDVRQ�EHLQJ
WKDW�WKH�VRIWZDUH�LV�QRW�DEOH�WR�KDQGOH�XQDQQRXQFHG�HOHFWULFLW\�FXWV��%XW�LW�PD\�DOVR�EH�GXH�WR�WKH�IDFW
WKDW�IDFW�WKDW�VRPH�GHVLJQV�RI�WKH�SODQW�ZHUH�FKDQJHG�LQ�UHODWLRQ�WR�WKH�RULJLQDO�SODQV�RQ�WKH�EDVLV�RI
ZKLFK�WKH�FRPSXWRU�SURJUDP�ZDV�SURFXUHG��7KH�FRPSDQ\�KDV�DVNHG�WKH�6ZHGLVK�FRQWUDFWRU�IRU�KHOS�
EXW�KDYH�DV�\HW�QRW�HYHQ�UHFHLYHG�DQ�DQVZHU

��,Q�RQH�SURMHFW�WKH�FRQWURO�V\VWHP�RI�WKH�ERLOHUV�LV�QRW�IXQFWLRQLQJ�GXH�WR�ODFN�RI�VSDUH�SDUWV�

7KH�H[WHQVLYH�GLVFXVVLRQV�,�KDG�LQ�WKH�YDULRXV�SURMHFWV�VKRZ�WKDW�WKHUH�LV�D�YDULHG�EDJ�RI
UHDVRQV�IRU�WKH�PDOFRQWHQW�ZLWK�GLIIHUHQW�HTXLSPHQW��,W�KDV�QRW�EHHQ�SRVVLEOH�WR
GHWHUPLQH�H[DFWO\�ZKR��LQ�HDFK�SDUWLFXODU�FDVH��LV�LQ�WKH�ULJKW�DQG�ZKR�LV�ZURQJ��$OO
WKLQJV�KDYLQJ�EHHQ�VDLG�DQG�FRQVLGHUHG�,�WHQG�WR�EHOLHYH�WKDW�WKH�VKRUWFRPLQJV�DV
H[SRVHG��DUH�DIWHU�DOO�RQO\�PDUJLQDO�SKHQRPHQD���DQG�WKDW�EDVLFDOO\�WKH�HTXLSPHQW�LV
DSSURSULDWH�DQG�IXQFWLRQ�ZLWKRXW�SUREOHPV��DQG�WKDW�WKH�FULWLFDO�SRLQWV�WKDW�KDYH�EHHQ
UDLVHG�ODUJHO\�EHORQJ�WR�ZKDW�DUH�QRUPDO�RFFXUUHQFHV�LQ�FRPPHUFLDO�OLIH�

+RZHYHU�WKHUH�DUH�VRPH�SRLQWV�ZKLFK�VHHP�WR�EH�PRUH�VHULRXV�WKDQ�WKH�RWKHUV��DQG
ZKLFK�UDLVH�VHULRXV�TXHVWLRQV�QRW�RQO\�DERXW�WKH�FRPSHWHQFH�RI�WKH�&KLQHVH�LPSRUWLQJ
DJHQF\��EXW�DOVR�DERXW�WKH�HIILFLHQF\�DQG�PHDQLQJIXOQHVV�RI�WKH�GRQRU�DJHQF\�V�SODQQLQJ
DQG�QHJRWLDWLQJ�V\VWHPV��$�FDVH�LQ�SRLQW�LV�ZKHQ�ODUJH�DPRXQWV�RI�HTXLSPHQW�ZHUH
VKLSSHG�VHYHUDO�\HDUV�EHIRUH�WKHLU�LQWHQGHG�XVH�

,Q�WKH�FDVH�RI�WKH�FRPSXWHUV�VKLSSHG�WR�&KLQD�WZR�\HDUV�DKHDG�RI�WKHLU�SODQQHG
LQVWDOODWLRQ�WKH�VXSSOLHU�V��DQG�SHUKDSV�%,76����SDVVLYHQHVV�Z�U�W��WKLV�IDXOW\��GHOLYHU\
FDQ�DW�EHVW�EH�GHVFULEHG�DV�FDUHOHVV��EXW�SHUKDSV�DV�LUUHVSRQVLEOH�

'RPHVWLF�YHUVXV�LPSRUWHG�HTXLSPHQW
6RPH�RI�WKH�HTXLSPHQW�SXUFKDVHG�IURP�6ZHGHQ�FRXOG�KDYH�EHHQ�ERXJKW�ORFDOO\
IURP�WKH�&KLQHVH�PDUNHW��*HQHUDOO\�RQH�PXVW�DVVXPH�WKDW�WKH�ORFDO�TXDOLW\�LV
FRQVLGHUDEO\��ORZHU��EXW�LW�ZRXOG�VHHP�OLNHO\�WKDW�LI�WKH�FRPSDQ\�KDG�UHFHLYHG�DQ
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XQWLHG�FUHGLW�LQ�PDQ\�FDVHV�LW�ZRXOG�KDYH�SXUFKDVHG�GRPHVWLF�HTXLSPHQW�LQVWHDG�RI
LPSRUWLQJ�LW�IURP�6ZHGHQ�

7KHUH�DUH�LQ�&KLQD�WRGD\�DERXW����FLWLHV�WKDW�KDYH�D�PRGHUQ�GLVWULFW�KHDWLQJ�V\VWHP��
KDOI�RI�WKHP�UHO\LQJ��DSSDUHQWO\�VXFFHVVIXOO\��RQ�&KLQHVH�WHFKQRORJ\��0DQ\�GLVWULFW
KHDWLQJ�FRPSDQLHV�DUH�FXUUHQWO\�LQYHVWLQJ�LQ�&KLQHVH�HTXLSPHQW�LQVWHDG�RI�LPSRUWHG
RQH��%XW�RQH�PXVW�FRQVLGHU�WKH�IDFW�WKDW�LI�WKHVH�FRPSDQLHV�ZHUH�FRPSOHWHO\
DXWRQRPRXV�Z��U�W��ORQJ�UXQ�SURILWV�DQG�ORVVHV��SHUKDSV�WKH\�ZRXOG�EH�PRUH�TXDOLW\�RULHQWHG
��DQG�ZLOOLQJ�WR�SD\�D�KLJKHU�SULFH�IRU�KLJKHU�TXDOLW\�NQRZLQJ�WKDW�WKLV�VWUDWHJ\�ZRXOG�LQ
WKH�HQG�WXUQ�RXW�WR�EH�WKH�PRVW�HFRQRPLF�RQH�

(YHQ�WKRXJK�WKH�&KLQHVH�HQG�XVHU�EHOLHYHV�WKDW�WKH�TXDOLW\�RI��&KLQHVH�HTXLSPHQW�LV�QRW
\HW�JRRG�HQRXJK�WR�FRPSHWH�ZLWK�LPSRUWHG�6ZHGLVK�HTXLSPHQW��WKH\�DGPLW�IUHHO\�WKDW
DQ�LPSRUWDQW�UHDVRQ�IRU�EX\LQJ�WKH�6ZHGLVK�HTXLSPHQW�ZDV�WKDW�WKH�FRPSDQ\�ZDV
RIIHUHG�D�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�
�0DQ\�RI�WKH�SHRSOH�LQWHUYLHZHG�VHHPHG�WR�EH�FRQYLQFHG�WKDW�WKH�PDLQ��LI�QRW�WKH
RQO\���UHDVRQ�WKDW�WKH�FRPSDQ\�KDG�LPSRUWHG�WKH�HTXLSPHQW�IURP�6ZHGHQ�LQVWHDG�RI
EX\LQJ�LW�IURP�WKH�ORFDO�PDUNHW�ZDV�WKDW�WKH�FRPSDQ\�FRXOG�QRW�UDLVH�ILQDQFH�LQ�WKH
ORFDO�&KLQHVH�PDUNHW��+RZHYHU��WKH\�DUH�DOVR�FOHDUO\�DZDUH�RI�WKH�TXDOLW\�GLIIHUHQFH�
,Q�VXPPDU\��RQH�PD\�SHUKDSV�FRQFOXGH�WKDW�WKH�UHDVRQ�IRU�FKRRVLQJ�WKH�6ZHGLVK
HTXLSPHQW�ZDV�WZRIROG��ILUVWO\���TXDOLW\�DQG�SULFH�ZHUH�FRPSHWLWLYH�
6HFRQGO\���6ZHGHQ�RIIHUHG�WKH�EHVW�FUHGLW

,Q�D�IHZ�FDVHV�WKH�GRPHVWLF�HTXLSPHQW�LV�DFWXDOO\�PDQXIDFWXUHG�E\�D�IRUHLJQ�MRLQW
YHQWXUHV��$�FDVH�LQ�SRLQW�LV�WKH�$OID�/DYDO�MRLQW�YHQWXUH�LQ�6KDQJKDL�ZKLFK�SURGXFHV
YLUWXDOO\�WKH�VDPH�KHDW�H[FKDQJHUV�WKDW�DUH�LPSRUWHG�IURP�6ZHGHQ��,Q�WKHVH�FDVHV�LW
ZRXOG�VHHP�REYLRXV�WKDW�WKH�FRPSDQ\�VKRXOG�SUHIHU�WR�EX\�ORFDOO\�UDWKHU�WKDQ�WR
LPSRUW�

7KHUH�GRHV�QRW�VHHP�WR�EH�DQ\�TXHVWLRQ�WKDW�RQH�FDQ�QRW�RQO\�HTXLS�D�FRPSOHWH
VXEVWDWLRQ�UHO\LQJ�H[FOXVLYHO\�RQ�&KLQHVH�HTXLSPHQW��EXW�DOVR�WKDW�RQH�ZLOO�EH�DEOH�WR
UXQ�LW�VPRRWKO\��UHOLDEO\�DQG�ZLWK�HDV\�DFFHVV�WR�DOO�VHUYLFH�DQG�VSDUH�SDUWV�QHHGHG�
7HFKQRORJLFDO��OLIHWLPH�RI�WKH�HTXLSPHQW�ZLOO�VXUHO\�EH�ORZHU��SHUKDSV�E\�DV�PXFK�DV
KDOI��EXW�RQ�WKH�RWKHU�KDQG�WKH�SULFH�RI�WKH�HTXLSPHQW�LV�SUREDEO\�OHVV�WKDQ�KDOI�
HVSHFLDOO\�LI�RQH�FRQVLGHUV��WKH�FRVW�RI�VSDUH�SDUWV�DQG�VHUYLFH�

'RHV�WKLV�PHDQ�WKDW���IURP�D�&KLQHVH�SRLQW�RI�YLHZ���LW�ZRXOG�DOZD\V��EH�ZLVHU�WR
EX\�RQO\�GRPHVWLF�HTXLSPHQW��IRU�WKHLU�VXEVWDWLRQV"��1R���,�GR�QRW�WKLQN�VR���QRW
QHFHVVDULO\�HYHQ�LI�WKH�SULFH�ZHUH�OHVV�WKDQ�KDOI���)LUVWO\���FKDQFHV�DUH�WKDW�WKH�TXDOLW\�
ERWK�LQ�WHUPV�RI�IXQFWLRQDOLW\�DQG�GXUDELOLW\��RI�WKH�6ZHGLVK�HTXLSPHQW�FRXOG�WXUQ�RXW�WR
EH�VR�VXSHULRU�WKDW�HYHQ�DW�GRXEOH�WKH�SULFH�LW�ZRXOG�EH�D�PXFK�PRUH�HFRQRPLFDO�IRU�WKH
&KLQHVH�GLVWULFW�KHDWLQJ�FRPSDQLHV�WKDQ�GRPHVWLF�HTXLSPHQW��7KDW�LV�HQWLUHO\�SRVVLEOH
DQG�SHUKDSV�DOVR�SUREDEOH��6HFRQGO\���LUUHJDUGOHVV�RI�SULFHV�DQG�RI�HFRQRP\��LW�PXVW�EH
JRRG�IRU�&KLQHVH�GHYHORSPHQW�WR�KDYH�D�IHZ�VKRZ�FDVH�SURMHFWV�ZKHUH�DOWHUQDWLYH����LG�HVW
IRUHLJQ����WHFKQRORJ\�FDQ�EH�GHPRQVWUDWHG���DQG�DJDLQVW�ZKLFK�WKH�GRPHVWLFDOO\
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PDQXIDFWXUHG�HTXLSPHQW�FDQ�PHDVXUH�LWV�SHUIRUPDQFH��TXDOLW\�DQG�SULFH��7KLV�LV
SHUKDSV�WKH�RQO\�UHDO�HIIHFWLYH�ZD\�KRZ�&KLQD�V�RZQ�FDSLWDO�JRRGV�LQGXVWU\�ZLOO�GHYHORS
DQG�LQ�WKH�IXWXUH�FRPSHWH�IXOO\�ZLWK�WKH�IRUHLJQ�LPSRUWV�

&RQFOXVLRQ
(YHQ�WKRXJK��ZLWK�VRPH�H[FHSWLRQV��DOO�RI�WKH�6ZHGLVK�HTXLSPHQW�LV�EDVLFDOO\
IXQFWLRQLQJ�DFFRUGLQJ�WR�SODQ���WKH�UHVSHFWLYH�FOLHQWV�DUH�QRW�VDWLVILHG�ZLWK�DOO�WKHLU
SXUFKDVHV��7KHUH�DUH�VHYHUDO�UHDVRQV�IRU�WKLV�
�)LUVWO\���LQ�VRPH�FDVHV�WKH�HTXLSPHQW�PD\�QRW�KDYH�KDG�WKH�H[DFW�FRUUHFW�VSHFLILFDWLRQ��WR

VXLW�WKH�FOLHQW�V�QHHGV��,W�LV�DOVR�SRVVLEOH�WKDW�WKLV�QHHG�LV�GLIIHUHQW�WRGD\�IURP�ZKDW�LW�ZDV
ZKHQ�WKH�RUGHU�ZDV�SODFHG��7KLV�LV�VR�EHFDXVH�LQ�VRPH�FDVHV�RWKHU�VXUURXQGLQJ
HTXLSPHQWV�ZHUH�FKDQJHG�LQ�UHODWLRQ�WR�RULJLQDO�SODQV�

6HFRQGO\���LQ�VRPH�FDVHV�WKHUH�PD\�EH�D�PDO�IXQFWLRQ�ZKLFK�QHHGV�WR�EH�DGMXVWHG�RU
UHSDLUHG��EXW�ZKHUH�ODFN�RI�FORVH�UHODWLRQV�RU�GLVDJUHHPHQWV�EHWZHHQ�VXSSOLHU�DQG�FOLHQW
KDV�SUHYHQWHG�WKLV�IURP�KDSSHQLQJ�LQ�D�SURPSW�IDVKLRQ�

7KLUGO\���LQ�RWKHU�FDVHV�LW�ZRXOG�VHHP�WKDW�WKH�VDPH�HTXLSPHQW��SRVVLEO\�RI�VRPHZKDW
ORZHU�TXDOLW\��FRXOG�KDYH�EHHQ�ERXJKW��LQ�WKH�GRPHVWLF�PDUNHW�DW�PD\EH�OHVV�WKDQ�KDOI
WKH�SULFH��$QG�WKH�RQO\�UHDVRQ�IRU�QRW�GRLQJ�VR�ZDV�VLPSO\�EHFDXVH�WKH�FUHGLW�ZDV�WLHG�WR
SXUFKDVHV�LQ�6ZHGHQ��,W�KDV�QRW�EHHQ�SRVVLEOH�E\�WKLV�HYDOXDWLRQ�WR�GHWHUPLQH�LQ�ZKDW
FDVHV�WKLV�SHUFHSWLRQ�LV�UHDOLVWLF�DQG�ZKHQ�LW�LV�RQO\�ZLVKIXO�WKLQNLQJ��,Q�PRVW�FDVHV�,�WHQG
WR�EHOLHYH�WKDW�WKH�TXDOLW\�DQG�GXUDELOLW\�RI�WKH�LPSRUWHG�HTXLSPHQW�PD\�EH�VR�VXSHULRU
WKDW�LW�EHFRPHV�HFRQRPLFDO�HYHQ�LI�LW�FRVWV�WZLFH�RU�WKULFH�WKH�SULFH�RI�GRPHVWLF
HTXLSPHQW��%XW�VXUHO\��ZH�FDQ�H[SHFW�WKDW�LQ�VRPH�RI�WKH�FDVHV�LW�ZRXOG�UHDOO\�KDYH�EHHQ
PXFK�PRUH�HFRQRPLFDO�WR�EX\�ORFDOO\�SURGXFHG�JRRGV��$QG�WKH�RQO\�UHDVRQ�IRU�QRW
GRLQJ�WKDW�LV�VLPSO\�EHFDXVH�WKH�FUHGLW�ZDV�WLHG�WR�SXUFKDVHV�LQ�6ZHGHQ�

$FFRUGLQJ�WR�6ZHGHQ�V�DLG�SKLORVRSK\�Z�U�W��WLHG�DLG��W\LQJ�PD\�RQO\�EH�SUHVHQW
ZKHQ�WKH�SURGXFW�SXUFKDVHG�LQ�6ZHGHQ�LV�LQWHUQDWLRQDOO\�FRPSHWLWLYH��2U�SXW
GLIIHUHQWO\��6ZHGLVK�FRQFHVVLRQDU\�FUHGLWV�PD\�RQO\�EH�XVHG�WR�SXUFKDVH�6ZHGLVK�JRRGV
ZKLFK�DUH�LQWHUQDWLRQDOO\�FRPSHWLWLYH��7KLV�LV�VRPHWKLQJ�ZKLFK�LV�JHQHUDOO\�DVVXUHG
WKURXJK�6LGD�V�FDUHIXO�SUH�GHFLVLRQ�DSSUDLVDO�ERWK�RI�WKH�WHFKQLFDO�SDUDPHWHUV�RI�WKH
SURMHFW��DQG�WKH�FRPPHUFLDO�FRQGLWLRQV�RI�WKH�FRQWUDFW��+RZHYHU��LW�LV�DSSDUHQWO\
SRVVLEOH�WKDW�LQGLYLGXDO�SURGXFWV��ZKLFK�DUH�QRW�LQ�WKHPVHOYHV�FRPSHWLWLYH��VOLS�WKURXJK
DV�SDUWV�RI�D�FRPSOHWH�SDFNDJH��RI�HTXLSPHQW�GHOLYHUHG�WR�VDWLVI\�WKH�FRPSUHKHQVLYH�QHHGV
RI�D�SURMHFW��,Q�WKH�FDVH�RI�IRU�LQVWDQFH�D�FRPSOHWH�DQG�LQWHJUDWHG�GLVWULFW�KHDWLQJ�V\VWHP
LW�PD\�EH�GLIILFXOW�IRU�WKH�FOLHQW�WR�KDYH�WKH�H[SHUW�NQRZOHGJH�WR�H[WUDFW�VRPH�RI�WKH
HTXLSPHQW�DQG�KDYH�LW�GHOLYHUHG�IURP�RWKHU�VRXUFHV�

$�OHVVRQ�OHDUQW�IURP�WKH�ILYH�SURMHFWV�FRXOG�EH�WKDW��FROODERUDWLRQ�EHWZHHQ�WKH�FOLHQW�DQG
VXSSOLHUV�KDYH�QRW�EHHQ�FORVH�HQRXJK��DQG�WKLV�KDV�SURGXFHG�PDQ\�LQVWDQFHV�RI
GLVFRQWHQW�DQG�PLVFRQFHSWLRQV�DQG�PLVXQGHUVWDQGLQJV��2EYLRXVO\�VRPH�RI�WKH�SUREOHPV
HQFRXQWHUHG�DOVR�FRXOG�EH�GXH�WR�D�VLPSOH�FRQIOLFW�RI�LQWHUHVW�EHWZHHQ�WKH�FOLHQW�DQG�WKH
VXSSOLHU��H�J��ZKHQ�WKH�FRQWUDFWRU�IHHOV�WKDW�LWV�FRQWUDFWXDO�REOLJDWLRQV�KDYH�DOUHDG\�EHHQ
IXOILOOHG��DQG�WKH�FOLHQW�LV�VWLOO�QRW�VDWLVILHG�ZLWK�WKH�SURGXFW�
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,Q�&KDSWHU�[�5HFRPPHQGDWLRQV�LW�ZLOO�EH�DUJXHG�WKDW�6LGD�VKRXOG�DUUDQJH�DQG�ILQDQFH�D
SRVW�SURMHFW�VHPLQDU�IRU�D�DOO�WKH�FOLHQWV�DQG�VXSSOLHUV�DV�ZHOO�DV�DSSURSULDWH
UHSUHVHQWDWLYHV�IURP�WKH�GRQRU�DQG�KRVW�JRYHUQPHQW�LQVWLWXWLRQV��,Q�P\�RSLQLRQ�VXFK�D
VHPLQDU��LI�SURSHUO\�GHVLJQHG��FRXOG�JR�D�ORQJ�ZD\�RI�VHWWOLQJ�PDQ\�RI�WKH�RXWVWDQGLQJ
PLVXQGHUVWDQGLQJV�DQG�GLVSXWHV�ZKLFK�DUH�WRGD\�XQUHVROYHG�

(IIHFWV

7KH�H[SHFWHG�HIIHFWV�RI�WKH�GLVWULFW�KHDWLQJ�SURMHFWV��PDLQO\�E\�ZD\�RI�VDYHG�HQHUJ\�DQG
UHGXFHG�SROOXWLRQ��DUH�YHU\�ODUJH�LQ�GHHG��7KH\�DUH�

��D�FRQVLGHUDEOH�HQHUJ\�FRQVHUYDWLRQ��LQ�WKH�RUGHU�RI�DURXQG�����������EHFDXVH�RI�WKH
FRDO�WKDW�LV�VDYHG�ZKHQ�RQH�ODUJH��KLJKO\�HIILFLHQW�ERLOHU�UHSODFHV�D�PXOWLWXGH�RI�VWRYHV
DQG�VPDOO��LQHIILFLHQW�ERLOHUV

��VDYLQJV�LQ�JDVROLQH�GXH�WR�OHVV�WUDQVSRUWDWLRQ�RI�FRDO�DQG�DVKHV�EHLQJ�QHHGHG

��GUDPDWLF�UHGXFWLRQV�LQ�SROOXWLQJ�SDUWLFXODWH�HPLVVLRQV��SULPDULO\�62���&2���1R[

��D�PRUH�UHOLDEOH�VXSSO\�RI�KHDW�WR�WKH�FLW\�V�LQKDELWDQWV

��LQFUHDVHG�SRVVLELOLW\�IRU�IXWXUH�H[SDQVLRQ

��UHGXFHG�QHHG�RI�PDNH�XS�ZDWHU�GXH�WR�LQVWDOODWLRQ�RI�KHDW�H[FKDQJHUV�

��FRQWURO�RI�ZDWHU�ZLOO�GHFUHDVH�FRUURVLRQ�LQVLGH�WKH�SLSHV��ZKLFK�ZLOO�OHDG�WR�ORQJHU
QHWZRUN�WHFKQLFDO�OLIHWLPH

��LQVWDOODWLRQ�RI�FRQWURO�YDOYHV�DW�WKH�VXEVWDWLRQV�ZLOO�PDNH�LW�HDVLHU�WR�EDODQFH�WKH
V\VWHP�DQG�JLYH�EHWWHU�WHPSHUDWXUH�FRQWURO�

6LQFH�QRQH�RI�WKH�SURMHFWV�LV�\HW�FRPSOHWHG��RQO\�D�VPDOOHU�SDUW�RI�WKH�H[SHFWHG�HIIHFWV
KDYH�\HW�VWDUWHG�WR�PDQLIHVW�WKHPVHOYHV��7KHUH�LV�KRZHYHU�QRWKLQJ�DW�SUHVHQW�ZKLFK
ZRXOG�LQGLFDWH�WKDW�WKH�HIIHFWV�DV�SODQQHG�ZRXOG�QRW�EH�IRUWKFRPLQJ�RQFH�WKH�SURMHFWV
DUH�FRPSOHWHG�



209

)LQDQFLDO�$QDO\VLV

)LQDQFLDO�WDUJHWV��ZLOO��QRW��EH�DFKLHYHG
1R�ILQDQFLDO�GDWD�ZDV�DYDLODEOH�WR�WKLV�HYDOXDWLRQ�ZKLFK�ZRXOG�SHUPLW�FDOFXODWLRQ�RI�H[
SRVW��ILQDQFLDO�SURILWDELOLW\��+RZHYHU��LW�ZLOO�VXIILFH�ZLWK�JHQHUDO�UHDVRQLQJ�WR�LQGLFDWH
WKDW��PRVW�SUREDEO\��QRQH�RI�WKH�SURMHFWV�ZLOO�EH�DEOH�WR�DFKLHYH�LWV�ILQDQFLDO�WDUJHW�

7KLV�LV�VLPSO\�GXH�WR�WKH�IDFW�WKDW�DOO�RI�WKH�SURMHFW�DUH�H[SHULHQFLQJ�GHOD\V�RI
EHWZHHQ�RQH�DQG�WZR�\HDUV���DQG�LW�LV�FOHDU�IURP�WKH�ILQDQFLDO�DQDO\VHV�FDUULHG�RXW�GXULQJ
WKH�DSSUDLVDO�WKDW�VXFK�D�ORQJ�GHOD\�LQ�WKH�SURMHFWV�UHYHQXHV�WR�VWDUW�PDWHULDOL]LQJ�ZRXOG
PDNH�ILQDQFLDO�SURILWDELOLW\�LPSRVVLEOH�WR�DFKLHYH��$QRWKHU��FRQWULEXWLQJ�IDFWRU�LV�WKDW�LQ
VRPH�RI�WKH�SURMHFWV�D�SURPLVHG��RU�HQYLVDJHG��UDLVH�LQ�KHDWLQJ�WDULIIV�KDV�QRW
PDWHULDOL]HG��ZKLFK�KDV�UHVXOWHG�LQ�WKDW�WKH�FRVW�RI�SURGXFLQJ�KHDW�KDV�LQFUHDVHG�PRUH
WKHQ�WKH�WDULIIV�UHFHLYHG�IURP�RXU�FRQVXPHUV�

1RWZLWKVWDQGLQJ�WKDW�WKH�GLVWULFW�KHDWLQJ�SURMHFWV�ZLOO�QRW�UHVXOW�LQ�ILQDQFLDO
SURILWDELOLW\��DW�OHDVW�VRPH�RI�WKH�GLVWULFW�KHDWLQJ�FRPSDQLHV�LQYROYHG�DUH�GRLQJ�IDLUO\
ZHOO�ILQDQFLDOO\��7KLV�LV�EHFDXVH�WKHLU�ILQDQFLDO�GHILFLWV�LQ�KHDW�GHOLYHU\�FDQ�EH
FRPSHQVDWHG�E\�SURILWV�UHDOL]HG�LQ�HOHFWULFLW\�VDOHV�RU�VRPH�RWKHU�EUDQFK�LQ�ZKLFK�LV
WKH�FRPSDQ\�LV�HQJDJHG�

)DOODFLHV�RI�ILQDQFLDO�DQDO\VLV
6RPHWLPHV�DSSUDLVDO�DQG�RWKHU�ILQDQFLDO�VWXGLHV��FDUULHG�RXW�RI�GHYHORSPHQW�SURMHFWV�
ZLOO�FRQYH\�WKH�PHVVDJH��XVXDOO\�LPSOLFLWO\��WKDW�WKH�PDLQ�DQDO\VLV�GHFLGLQJ�WKH�SURMHFWV
GHVLUDELOLW\�LV�WKH�ILQDQFLDO��DQDO\VLV��7KLV�LV�PLVOHDGLQJ��IRU�LQ�FRXQWULHV�OLNH�&KLQD�WKH
RXWFRPH�RI�WKH�ILQDQFLDO�DQDO\VLV�FDQ�DW�DQ\�PRPHQW�EH�FKDQJHG�VLPSO\�E\�WKH
JRYHUQPHQW�PDNLQJ�D�SROLWLFDO�RU�DGPLQLVWUDWLYH�GHFLVLRQ�ZKLFK�FKDQJHV�D��WD[��D
VXEVLG\�RU��PRGLILHV�D�WDULII�ZKLFK�LV�QRW�VHW�DFFRUGLQJ�WR�VXSSO\�DQG�GHPDQG�

7KHUHIRUH��LW�LV�WKH�SURMHFW�V�HFRQRPLF��SURILWDELOLW\��ZKLFK�VKRXOG�VHUYH�DV
FULWHULXP�ZKHWKHU�RU�QRW�D�SURMHFW�LV�ZRUWK�ZKLOH�DQG�GHVLUDEOH�

,Q�DQ�H[�SRVW�HYDOXDWLRQ�WKH�DQDO\VLV�RI�ILQDQFLDO�UDWH�RI�UHWXUQ�IRU�D�VWDWH�ILUP�RSHUDWLQJ
LQ�D�UHJXODWHG�HFRQRP\�FDQ�DW�EHVW�KDYH�RQO\�D�PDUJLQDO�LQWHUHVW��DV�WKH�UXOHV�RI�WKH
JDPH�FDQ�EH�FKDQJHG�DW�DQ\�PRPHQW�E\�D�PHUH�DGPLQLVWUDWLYH�RU�SROLWLFDO�GHFLVLRQ�RQ
SDUW�RI�WKH�JRYHUQPHQW��,Q�VXFK�DQ�HQYLURQPHQW��WKH�ILQDQFLDO�UDWH�RI�UHWXUQ��EHLQJ�RI
FRXUVH�D�IXQFWLRQ�RI�WKH�H[LVWLQJ�UXOHV�UHJDUGLQJ�WD[HV��VXEVLGLHV�HWF���EHFRPHV�XQUHOLDEOH
DV�D�PHDVXUH�RI�WKH�VWUHQJWK�DQG�TXDOLW\�RI�D�FRPSDQ\�V�RSHUDWLRQ��,Q�VXFK�D�SURMHFW�RQH
VKRXOG�EH�PRUH�FRQFHUQHG�ZLWK�WKH�HFRQRPLF�DQDO\VLV�RI�WKH�SURMHFW�
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7KH�ILQDQFLDO�DQDO\VLV�LV�REYLRXVO\�LPSRUWDQW��EXW�LWV�LPSRUWDQFH�LQ�D�FRXQWU\�OLNH�&KLQD
OLHV�PDLQO\�LQ�WKDW�LW�ZLOO�GHFLGH�ZKHWKHU�RU�QRW�WKH�SURMHFW�FDQ�EH�ILQDQFHG�LQ�WKH
FRPPHUFLDO�PDUNHW��RU�ZKHWKHU�LW�QHHGV�VXEVLGLHV�E\�ZD\�RI�H��J��GRPHVWLF�RU�IRUHLJQ
FRQFHVVLRQDU\�FUHGLWV��,Q�WRGD\�V�&KLQD��HYHQ�WKRXJK�LPSRUWDQW�VWHSV�KDYH�EHHQ�WDNHQ
WRZDUGV�D�PDUNHW�HFRQRP\��WKHUH�DUH�HQRXJK�UHPDLQLQJ�UHJXODWLRQV�DQG�VXEVLGLHV�ERWK
RQ�WKH�FRVW�DQG�UHYHQXH�VLGHV��DQG�ZLWK�HQRXJK�GLVWRUWLRQV���GXH�WR�KLGGHQ�VXEVLGLHV�DQG
WD[�SD\PHQWV�VWUXFWXUH�WR�PDNH�LW�GLIILFXOW�WR�XQGHUVWDQG�IRU�WKH�IRUHLJQHU��7KLV�RI�FRXUVH
PDNHV�WKH�ILQDQFLDO�DQDO\VLV�RI�D�OLPLWHG�LQWHUHVW�

,I�ZH�FDQ�WDNH��IRU�JUDQWHG�WKDW�WD[HV��VXEVLGLHV�DQG�RWKHU�UHOHYDQW�SDUDPHWHUV�ZLOO�QRW
EH�FKDQJHG�IRU�WKH�SURMHFW��WKHQ�WKH�ILQDQFLDO�DQDO\VLV��LQFOXGLQJ�WKH�FDVK�IORZ�DQDO\VLV
ZLOO�SURYLGH�D�FRUUHFW�DVVHVVPHQW�RI�ZKDW�NLQG�RI�ILQDQFLQJ�LV�QHHGHG�IRU�D�SURMHFW�WR�EH
UHDOL]HG��%XW�LQ�D�VLWXDWLRQ�ZKHUH�H�J�WKH�ILQDQFLDO�RXWFRPH�WHOOV�XV�WKDW�DQ�LQYHVWPHQW
FDQQRW�EH�ILQDQFHG�DW�PDUNHW�WHUPV��ZH�DOVR�NQRZ�WKDW�WKH�JRYHUQPHQW��E\�FKDQJLQJ
VRPH�RI�WKH�SDUDPHWHUV�VR�DV�WR�FUHDWH�D�FDVK�IORZ�SRVLWLYH�HQRXJK�WR�DOORZ�WKH
LQYHVWPHQW�WR�KDSSHQ�HYHQ�LI�QR�FRQFHVVLRQDU\�ILQDQFLQJ�ZHUH�DYDLODEOH���6R�WKH
LPSRUWDQW�PHVVDJH�WKDW�VKRXOG�EH�PDGH�LQ�WKLV�SURMHFW�DV�ZHOO�DV�LQ�RWKHUV��LV�WKDW�WKH
FULWHULD�IRU�WKH�JRYW��WR�GHFLGH�WR�JR�DKHDG�ZLWK�D�SURMHFW�LV�LWV�HFRQRPLF��GHVLUDELOLW\�
(FRQRPLF�YLDELOLW\�LV�D�QHFHVVDU\��FRQGLWLRQ��ZKHUHDV�ILQDQFLDO�YLDELOLW\�LV�QRW��EHFDXVH�LW
FDQ�EH�FKDQJHG�DW�ZLOO�E\�WKH�JRYHUQPHQW�

7KH�UHOHYDQW�GHFLVLRQ�SURFHGXUH�IRU�WKH�JRYHUQPHQW�LV�WKLV��)LUVWO\���DQ�HFRQRPLF�DQDO\VLV
VKRXOG�EH�PDGH�RI�GLIIHUHQW�SURMHFW�DOWHUQDWLYHV�XVLQJ�UHDO�RSSRUWXQLW\�FRVWV��6HFRQGO\�
WKH�JRYHUQPHQW�GHFLGHV�RQ�WKH�GHJUHH�RI�VXEVLG\�WKDW�LW�LV�ZLOOLQJ�WR�H[WHQG�WR�WKH�SURMHFW
��LI�WDULIIV�FDQQRW�EH�UDLVHG�HQRXJK�WR�ILQDQFH�LW��7KLUGO\���WKH�JRYHUQPHQW�PXVW�ILQG�WKH
PRVW�FRQYHQLHQW�ZD\�RI�EULQJLQJ�DERXW�D�ILQDQFLDO�SDFNDJH�ZKLFK�FDQ�PDNH�WKH�SURMHFW
KDSSHQ���7KLV�SDFNDJH�FDQ�WKHQ�LQFOXGH�WKDW�WKH�SURMHFW�LV�DOORZHG�WR�UHFHLYH�WKH�ZKROH
JUDQW�HOHPHQW�RI�D�IRUHLJQ�FRQFHVVLRQDU\�FUHGLW�DQG�RU�D�FRPELQDWLRQ�RI�RWKHU�GLUHFW
DQG�LQGLUHFW�VXEVLGLHV��:KDW�LV�LPSRUWDQW�LV�WKDW�WKH�IXOO�VXEVLG\�EH�VKRZQ�LQ�WKH�QDWLRQDO
EXGJHW��,I�LW�KDV�EHHQ�VKRZQ�LQ�D�UHOLDEOH�HFRQRPLF�DQDO\VLV�WR�EH�SURILWDEOH�IRU�WKH
FRXQWU\��WKHQ�WKLV�VXEVLG\�ZLOO�EH�D�ILQDQFLDO�FRVW�ZKLFK�ZLOO�DFWXDOO\�EULQJ�DERXW
UHYHQXHV�IURP�WKH�QDWLRQDO�HFRQRPLF�SRLQW�RI�YLHZ�

2(&'�UXOHV
2QH�YHU\�LPSRUWDQW�UHDVRQ�ZK\�WKH�GRQRU�DJHQFLHV�WRGD\�GHYRWH�D�FRQVLGHUDEOH
DWWHQWLRQ�WR�WKH�TXHVWLRQ�RI�ILQDQFLDO�DQDO\VLV�LV�WKH�GHPDQGV�SRVHG�E\�WKH�2(&'���,Q
RUGHU�WR�GHWHUPLQH�WKDW�WKH�2(&'�+HOVLQNL�DFFRUG�UXOHV�DUH�EHLQJ�IROORZHG��DQG�WR
PDNH�D�FRQFHVVLRQDU\�FUHGLW�OHJLWLPDWH�WKH�GRQRU�LV�REOLJHG�WR�FDUU\�RXW�FRPSUHKHQVLYH
DQDO\VLV�RI�D�SURMHFW�V�ILQDQFLDO�YLDELOLW\�DQG�RI�LWV�FDVK�IORZ�
,Q�SURMHFWV��OLNH�WKH�SUHVHQW�GLVWULFW�KHDWLQJ�RQHV�LQ�&KLQD��ZKHUH�WKH�ILQDQFLDO�SRVLWLRQ�RI
D�SURMHFW�FDQ�HDVLO\�EH�FKDQJHG�E\�D�VRPHWLPHV�DUELWUDU\�DGPLQLVWUDWLYH�RU�SROLWLFDO
GHFLVLRQ��RQH�HDVLO\�JHWV�WKH�LPSUHVVLRQ�WKDW�WKH�PDLQ�IXQFWLRQ�RI�WKH�ILQDQFLDO�DQDO\VLV�LV
WR�VHUYH�DV�D�GHFLVLRQ�EDVLV�IRU�GHFLGLQJ�HOLJLELOLW\�DFFRUGLQJ�WR�WKH�+HOVLQNL�UXOHV�
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6LGD�V�DSSUDLVDOV
$V�IDU�DV�WKH�DXWKRUV�RI�WKH�ILQDQFLDO�DSSUDLVDOV�FDUULHG�RXW�E\�%,76���,�DP�QRW
VXJJHVWLQJ�WKDW�WKH\�ZHUH�QRW��DZDUH�RI�WKH�OLPLWHG�IXQFWLRQ�RI�WKH�ILQDQFLDO�DQDO\VLV��EXW
PDQ\�SDUWV�RI�WKH�UHVSHFWLYH�DSSUDLVDO�UHSRUW�ZHUH�ZULWWHQ�LQ�D�ZD\�WKDW�DQ�XQLQIRUPHG
UHDGHU�PD\�JHW�D�ZURQJ�LPSUHVVLRQ�

$�FRPPHQW�LV�QHHGHG�UHJDUGLQJ�WKH�IROORZLQJ�VWDWHPHQW�LQ�RQH�RI�WKH�DSSUDLVDO�UHSRUWV
´JLYHQ�WKH�FRPSOH[�WD[DWLRQ�V\VWHP��WKH�ILQDQFLDO�DQDO\VLV�IRFXVHV�RQ�SUH�WD[
FRQVLGHUDWLRQVµ��7KLV�PD\�KDYH�EHHQ�D�VOLS�RI�WKRXJKW�E\�WKH�DXWKRUV�EHFDXVH�WKH
ILQDQFLDO�DQDO\VLV�LV�WKH�RQO\�SODFH�ZKHUH�\RX�QHHG�WR�ZRUU\�DW�DOO�DERXW�WKH�WD[
LQFLGHQFH��,Q�WKH�HFRQRPLF�DQDO\VLV�WD[HV�FDQ�EH�H[FOXGHG�VLQFH�WKH\�PHUHO\�UHSUHVHQW
WUDQVIHUV�RI�WKH�HFRQRP\��$�FRPSOLFDWHG�RU�FRQIXVLQJ�WD[�VWUXFWXUH�FDQ�WKHQ�EH�VHHQ�DV
MXVW�RQH�PRUH�FLUFXPVWDQFH�ZKLFK�PDNHV�WKH�HFRQRPLF�DQDO\VLV�DOO�LPSRUWDQW�ZKLOH�WKH
ILQDQFLDO�RQH�RIWHQ�LV�RI�OLPLWHG�LPSRUWDQFH�

7KH�:RUOG�%DQN
$�YHU\�LQWHUHVWLQJ�GLIIHUHQFH�EHWZHHQ�WKH�:RUOG�%DQN��DQG�WKH�6ZHGLVK�'+�SURMHFWV�LV
WKLV�
7KH�:RUOG�%DQN�ZLOO�RQO\�VXSSRUW���ZLWK�D�����,%5'�ORDQ���D�SURMHFWV�ZKLFK�LV

FRPPHUFLDOO\�YLDEOH��ZKLOH�WKH�ELODWHUDOV�OLNH�6ZHGHQ��EHFDXVH�WKH\�DUH�XVLQJ
FRQFHVVLRQDOU\�ILQDQFLQJ�ZKLFK�LV�UHVWULFWHG�DFFRUGLQJ�WR�WKH�2(&'�µ+HOVLQNL�UXOHVµ�
DUH�QRW�DOORZHG��WR�FKRRVH�FRPPHUFLDOO\�YLDEOH�SURMHFWV�
7KLV�YHU\�LPSRUWDQW�GLIIHUHQFH�QRW�VXUSULVLQJO\�KDV�D�VLJQLILFDQW�HIIHFW�RQ�WKH�ZD\�WKH

UHVSHFWLYH�GRQRU�DQDO\]HV�DQG�PDQDJHV�LWV�SURMHFW��:KLOH�WKH�%DQN�PXVW�LQVLVW�WKDW
SURMHFW�HIILFLHQF\�LV�YHU\�KLJK�LQ�DOO�UHVSHFWV��D�ELODWHUDO�GRQRU�FDQ�DFFHSW�D�PXFK�ZLGHU
µPDUJLQ�RI�LQHIILFLHQF\µ�LQ�LWV�SURMHFWV��IRU�WKH�ELODWHUDO�GRQRU��V�PDLQ�FRQFHUQ�LQ�UHDOLW\
LV�WKDW�WKH�SURMHFW�LV�HFRQRPLFDOO\�YLDEOH��7KLV�LV�QRW�DOZD\V�DGPLWWHG�RSHQO\�E\�D
ELODWHUDO�GRQRU��7KH\�ZLOO�FDUU\�RXW�WKRURXJK�ILQDQFLDO�DQDO\VHV�ZKRVH�DLP�LW�LV�WR�VKRZ
WKDW�D�SURMHFW�LV�FRPPHUFLDOO\�QRW�YLDEOH�EXW�HFRQRPLFDOO\�YLDEOH��%XW�VLQFH�WKH�SURMHFW�LV
DOUHDG\�EHLQJ�VXEVLGL]HG�E\�ZD\�RI�D�FRQFHVVLRQDU\�ORDQ��WKHUH�LV�UHDOO\�QR�VWURQJ�VHQVH
RI�WKH�SURMHFW�KDYLQJ�WR�VWDQG�RQ�LW�RZQ�IHHW�ILQDQFLDOO\��6LQFH�WKHUH�LV�DOUHDG\�D�VWURQJ
SUHVHQFH�RI�VXEVLGL]DWLRQ��ZKLFK�LV�RI�DUELWUDU\�VL]H��WKHUH�LV�QR�VHQVH��ZKDW�LV�WKH�UHDO
FULWHULD�E\�ZKLFK�WR�MXGJH�HQWUHSUHQHXULDO�HIILFLHQF\�

$PRQJ�WKH�FRQGLWLRQV�SRVHG�E\�WKH�:RUOG�%DQN�LQ�RUGHU�WR�ILQDQFH�D�SURMHFW�DUH�WKH
IROORZLQJ�
��D�SURMHFW�PXVW�EH�DEOH�WR�JHQHUDWH�D�VXUSOXV�DW�OHDVW�KLJK�HQRXJK�WR�UHSD\�WKH�FUHGLW�

DQG
��WKH�SURMHFW�VKRXOG�EH�RZQHG�DQG�PDQDJHG�E\�D�ILQDQFLDOO\�VRXQG�RUJDQL]DWLRQ�

6LGD�VKDUHV�WKH�VDPH�REMHFWLYHV�EXW�WKDW�WKH\�DUH�E\�QR�PHDQV�SRVHG�DV�FRQGLWLRQV�IRU�D
SURMHFW�WR�UHFHLYH�D�FRQFHVVLRQDU\�FUHGLW�



212

7KH�ZRUOG�%DQN�V�WDVN�LV�WR�PDNH�D�GLVWULFW�KHDWLQJ�SURMHFW�HIILFLHQW�HQRXJK�WR�EH�DEOH�WR
UHSD\�D�FRPPHUFLDO�ORDQ��2QH�ZD\�WR�GR�WKLV�LV�WR�PDNH�VXUH�WKDW�WDULIIV�DUH�UDLVHG
VXIILFLHQWO\�VR�DV�WR�DOORZ�D�'+�FRPSDQ\�WR�UHFRYHU�LWV�LQYHVWPHQW�DV�ZHOO�DV�RSHUDWLQJ
FRVWV�
2EYLRXVO\�WKH�OHYHO�RI�WKH�WDULIIV�LV�DQ�LPSRUWDQW�FRQFHUQ�DOVR�IRU�ELODWHUDO�GRQRUV��2Q�D
IHZ�RFFDVLRQV�6ZHGHQ�HYHQ�PDGH�D�WDULII�UDLVH�WR�EH�D�FRQGLWLRQ�IRU�JUDQWLQJ�D
FRQFHVVLRQDU\�ORDQ��DOWKRXJK�6LGD�DSSDUHQWO\�KDV�QRW�IROORZHG�XS�ZKHWKHU�VXFK�D�WDULII
UDLVH�ZDV�DFWXDOO\�LPSOHPHQWHG�

)RU�WKH�:RUOG�%DQN�WKH�TXHVWLRQ�RI�DSSURSULDWH�WDULII�OHYHO��IRU�REYLRXV�UHDVRQV�
EHFRPHV�D�PXFK�PRUH�FHQWUDO�LVVXH��%HIRUH�WKH�%DQN�GHFLGHV�WR�ILQDQFH�WKHUH�ZLOO�KDYH
EHHQ�D�FRQVLGHUDEOH�DPRXQW�RI�QHJRWLDWLRQV�DQG�RWKHU�SUHVVXUHV��IRU�WKH�WDULIIV�WR�EH
UDLVHG�WR�D�FHUWDLQ�OHYHO��,Q�IDFW�D�ODUJH�SDUW�RI�WKH�SURMHFW�SUHSDUDWLRQ�DQG
LPSOHPHQWDWLRQ��ZRUN�LV�GHGLFDWHG�WR�WKH�WDULII�LVVXH��$�FRQVWDQW�SUREOHP�IRU�WKH�ZRUOG
EDQN�LV�WKDW�WKH�UHVSRQVLEOH�SULFH�EXUHDXV�RQ�SURYLQFLDO�DQG�PXQLFLSDO�OHYHOV�DUH
LQGHSHQGHQW�IURP�HDFK�RWKHU��,Q�VRPH�FDVH�ZKHQ�WKH�%DQN�KDG�QHJRWLDWHG�D�FHUWDLQ
WDULII�UDLVH�DV�D�SUHFRQGLWLRQ�IRU�LWV�ILQDQFLQJ��ZLWK�WKH�FHQWUDO�JRYHUQPHQW��WKHQ�D
SURYLQFLDO�SULFH�DJHQF\�UHIXVHG�WR�LPSOHPHQW�LW��7KLV�SUREOHP�ZDV�KLJKOLJKWHG�LQ�D
UHFHQW�:%�VHFWRU�UHSRUW���&KLQD��8UEDQ�(QYLURQPHQWDO�6HUYLFH�0DQDJHPHQWµ�5HSRUW�QR�������
&+$���ZKLFK�IRXQG�WKDW
�µWKH�PDMRU�IDLOLQJ�LQ�HQYLURQPHQWDO�VHUYLFHV�KDV�EHHQ�GHSHQGHQFH�RQ�PXQLFLSDO�EXGJHW�WUDQVIHU�WR�IXQG
VHUYLFHV��ZKLOH�JUHDWHU�UHOLDQFH�RQ�XVHU�FKDUJHV�ZRXOG�EH�DIIRUGDEOH��LQGXFH�UHVRXUFH�FRQVHUYDWLRQ��DQG
FUHDWH�PRUH�GHSHQGDEOH�LQFRPH�VWUHDPµ�
7KLV�H[SODLQV�ZK\��LQFUHDVLQJ�WDULIIV�KDYH�EHHQ�D�PDMRU�SRLQW�RI�WKH�SROLF\�GLDORJXH
EHWZHHQ�WKH�%DQN�DQG�WKH�&KLQHVH�DXWKRULWLHV�

$�PHWKRGRORJLFDO�FRPSOLFDWLRQ�LQ�WKHVH�SURMHFWV�LV�WR�GLVWLQJXLVK�EHWZHHQ
µSURMHFWµ�DQG�µFRPSDQ\µ�VR�DV�WR�PDNH�WKH�DSSURSULDWH�GHPDUFDWLRQ�OLQH�RI�ZKDW�FRVWV
DQG�UHYHQXHV�EHORQJ�WR�RQH�DQG�WKH�RWKHU�

7KH�%DQN�V�ROGHVW��'+�SURMHFW�LV�LQ�%HLMLQJ��ZKLFK�ZDV�VWDUWHG�LQ�������$PRQJ
WKH�FRYHQDQWV��FRQGLWLRQV��IRU�WKLV�SURMHFW�LV��ILQDQFLDO�SHUIRUPDQFH��,W�KDV�QRW�\HW�EHHQ
HYDOXDWHG�DQG�LQIRUPDWLRQ�UHJDUGLQJ�LPSOHPHQWDWLRQ�DQG�RXWFRPH�LV�VWLOO�IRUPDOO\
UHVWULFWHG��,W�LV�KRZHYHU�FRPPRQ�NQRZOHGJH�WKDW�GLVEXUVHPHQWV�IRU�WKH�SURMHFW�ZHUH
VWRSSHG�PRUH�WKDQ�RQFH�GXH�WR�ODFN�RI�FRPSOLDQFH�ZUW�LPSOHPHQWLQJ�QHJRWLDWHG�WDULII
ULVHV��DQG�WKDW�LW�LV�YHU\�XQOLNHO\�WKDW�WKH�SURMHFW�V�REMHFWLYH�RI�ILQDQFLDO�YLDELOLW\�ZLOO�EH
PHW�

,Q�EURDG�WHUPV�ZH�FDQ�VD\�WKDW�WKH�6ZHGLVK�FRQWULEXWLRQ��LQ�FDVH�RI�D�VXFFHVVIXO�SURMHFW
LPSOHPHQWDWLRQ��LV�KHOSLQJ�&KLQD�DFKLHYH�WKH�YHU\�LPSRUWDQW�HFRQRPLF�EHQHILWV�ZKLFK
DUH��JDLQHG�WKURXJK�WKH�LQWURGXFWLRQ�RI�'+��ZKLOH�WKH�%DQN�V�FRQWULEXWLRQ�ZLOO�DOVR�EH
LQ�WKH�ILHOG�RI�LQVWLWXWLRQDO��GHYHORSPHQW��LQ�WKH�VHQVH�WKDW�LW�ZLOO�KHOS�GHYHORS�WKH�'+
FRPSDQLHV�LQWR�HIILFLHQW�HQWHUSULVHV�WKDW�DUH�DEOH�WR�GHOLYHU�WKHLU�VHUYLFHV�ZLWKRXW
EHFRPLQJ�D�GUDLQ�RQ�WKH�WD[SD\HUV�VXSSRUW��DQG�DOVR�LQ�PRUH�JHQHUDO�WHUPV�KHOS�EXLOG�D
PRUH�HIILFLHQW�SULFH�VWUXFWXUH�LQ�WKH�HFRQRP\���:KLOH�WKH�6ZHGLVK�SURMHFWV�DOVR�FHUWDLQO\
WU\�WR�DGGUHVV�WKHVH�DVSHFWV�DQG�WR�VRPH�H[WHQW�DOVR�VXFFHHGV�LQ�DFKLHYLQJ�EHQHILFLDO
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HIIHFWV��WKHLU�UHODWLYH�FRQWULEXWLRQ�OLHV�LQ�JHQHUDWLQJ�HFRQRPLF�EHQHILWV�WR�WKH�FRXQWU\��
QRW�LQ�LQVWLWXWLRQDO�GHYHORSPHQW�

1R�FRRSHUDWLRQ
6R�IDU�WKHUH�KDV�EHHQ�QR�FRRSHUDWLRQ�ZKDWVRHYHU�EHWZHHQ�WKH�%DQN�DQG�6LGD�LQ�WKH�DUHD
RI�GLVWULFW�KHDWLQJ��QRU�KDYH�WKHUH�EHHQ�DQ\�H[FKDQJH�RI�LQIRUPDWLRQ��,Q�IDFW��DV�LW�ZRXOG
DSSHDU��WKH�WZR�GRQRUV�KDYH�EDUHO\�EHHQ�DZDUH�RI�WKH�H[LVWHQFH�RI�WKH�RWKHU�LQ�WKH�ILHOG
RI�GLVWULFW�KHDWLQJ�LQ�FKLQD��7KLV�VWDWH�RI�DIIDLUV�LV�FOHDUO\�XQVDWLVIDFWRU\��DQG�6LGD
GHVHUYHV�W�EH�FULWLFL]HG�IRU�LW��)RU�HYHQ�WKRXJK�WKH�FRQWHQWV�RI�WKH�SURMHFWV�ZLOO�YDU\�GXH
WR�WKH�EDQNV�HPSKDVLV�RQ�LQVWLWXWLRQDO�GHYHORSPHQW�DQG�6LGD�V�HPSKDVLV�RQ�WKH
HQYLURQPHQW�DQG�HQHUJ\�FRQVHUYDWLRQ�HIIHFWV��LW�LV�REYLRXV�WKDW�WKHUH�PXVW�EH�YHU\�ODUJH
JDLQV�IRU�ERWK�WKH�GRQRUV�LI�WKH\�FDQ�VKDUH�ZKLW�HDFK�RWKHU�DQDO\VLV�FDUULHG�RXW�DQG
H[SHULHQFHV�JDLQHG�

(FRQRPLF�9LDELOLW\

+LJKO\�SURILWDEOH
$OO�WKH�SURMHFWV�DUH�KLJKO\�SURILWDEOH�IURP�DQ�HFRQRPLF�SRLQW�RI�YLHZ���,QWXLWLYHO\�WKLV�LV
HDV\�WR�XQGHUVWDQG�EHFDXVH�E\�JHQHUDWLQJ�KHDW�LQ�ODUJH�HIILFLHQW�ERLOHUV�WKDW�UHSODFH�D
PXOWLWXGH�RI�VPDOOHU�LQHIILFLHQW�ERLOHUV��YHU\�ODUJH�VDYLQJV�FDQ�EH�UHDOL]HG�LQ�FRDO
FRQVXPSWLRQ��DQG�LQ�UHGXFHG�JDVROLQH�FRQVXPSWLRQ�EHFDXVH�RI�UHGXFHG�QHHG�IRU
WUDQVSRUWDWLRQ�RI�FRDO�DQG�DVKHV�WKURXJK�WKH�FLW\��� )XUWKHUPRUH���LQ�WKH�FDVH�RI�DQ
DOUHDG\�H[LVWLQJ�SRZHU�SODQW�ZKLFK�LV�FRQYHUWHG�WR�D�FR�JHQHUDWLRQ�SODQW���WKH�'+�
V\VWHP�LQ�HIIHFW�PDNHV�XVH�RI�D�IUHH�UHVRXUFH��QDPHO\�ZDVWH�HQHUJ\��ZKLFK�LQ�WKH�DEVHQFH
RI�D�'+�VROXWLRQ�ZRXOG�EH�MXVW�HPLWWHG�XQXVHG�LQWR�WKH�DLU���$V�D�UHVXOW�WKHUH�DUH
GUDPDWLF�UHGXFWLRQV�DFKLHYHG�LQ�HPLVVLRQV�RI�SROOXWDQWV��DQG�WKH�HFRQRPLF�VDYLQJV�RI�WKH
SURMHFWV�FDQ�EH�H[SHFWHG�WR�EH�HQRUPRXV��7KHVH�HFRQRPLF�EHQHILWV�DUH�RI�VXFK
PDJQLWXGH�WKDW�WKHLU�HFRQRPLF�SURILWDELOLW\�FDQ�QRW�EH�WKUHDWHQHG�E\�WKH�SURMHFWV
VXIIHULQJ�WKLV�RU�WKDW�WHFKQRORJLFDO�VHW�EDFN�RU�EHFDXVH�LW�LV�LPSOHPHQWHG�ZLWK�RQH�RU
HYHQ�D�IHZ�\HDUV�GHOD\�

,Q�D�UHFHQW�:RUOG�%DQN�'+�SURMHFW�LQ�:HLKDL�DQG�<DQWDL�GLVWULFWV��WKH�HFRQRPLF�UDWH�RI
UHWXUQ��IURP�WKH�VDYLQJV�LQ�HQHUJ\�DORQH��ZDV�FDOFXODWHG�WR�EHWZHHQ����DQG�����
GHSHQGLQJ�RQ�YDULRXV�DVVXPSWLRQ�PDGH��,Q�DGGLWLRQ�WKHUH�ZHUH�VXEVWDQWLDO�HFRQRPLF
JDLQV�IURP�ODQG�UHFODPDWLRQ�UHVXOWLQJ�IURP��WKH�HOLPLQDWLRQ�RI�WKH�PDQ\�VPDOO�ERLOHU
KRXVHV��ZKLFK�ZDV�QRW�LQFOXGHG�LQ�WKH�%DQN�V�FDOFXODWLRQ�

                                          
5 One contributing reason why the economic rate of return,  in DH-projects which make use of an already existing heat
source,  can be dramatically higher than the financial rate of return  could the fact that in the economic analysis the already
existing heat production facility is treated as a sunk cost not a new invewtment. The only addditional expenswees  incurred
are the connecting costs to the new district heating network and the costs of foregone power production during trhe heating
season plus the house connection costs from the heat substations to individual living quarters.



214

2QH�RI�WKH�%,76���GHFLVLRQ�PHPRUDQGD�PDNHV�D�YHU\�ELJ�XQGHUVWDWHPHQW�ZKHQ�LW�VD\V
WKDW�WKH�SURMHFW�FDQ�EH�GHHPHG�WR�KDYH�µDQ�DFFHSWDEOHµ�HFRQRPLF�UDWH�RI�UHWXUQ�
-XGJLQJ�IURP�WKH�LQGLFDWLRQV�ZH�KDYH�WKH�HFRQRPLF�EHQHILWV�RI�WKH�'+�SURMHFW�DUH
HQRUPRXV��QRWZLWKVWDQGLQJ�WKH�GHOD\V�LQ�WKH�SURMHFW�V�LPSOHPHQWDWLRQ�

,W�GHVHUYHV�WR�EH�SRLQWHG�RXW�WKDW�WKH�EXON�RI�WKH�GUDPDWLF�HQYLURQPHQWDO�LPSURYHPHQWV�
DV�ZHOO�DV�D�ODUJH�SDUW�RI�WKH�VDYLQJV�LQ�HQHUJ\�FRQVXPSWLRQ�WKDW�DUH�D�UHVXOW�RI
LQWURGXFLQJ�LPSRUWHG�'+�WHFKQRORJ\��ZRXOG�EH�UHDSHG�DOVR�LQ�SURMHFWV�UHO\LQJ
H[FOXVLYHO\�RQ�&KLQHVH�WHFKQRORJ\��,PSRUWHG���DGYDQFHG�WHFKQRORJ\�FDQ�PDNH�WKHVH
JDLQV�ELJJHU��EXW�DUH�QRW�D�FRQGLWLRQ�

,QFOXGLQJ�KHDOWK�HIIHFWV
7KH�GUDPDWLF�UHGXFWLRQV�LQ�SROOXWLRQ�FDQ�DOVR�EH�H[SHFWHG�WR�KDYH�D�FRQVLGHUDEOH
HIIHFW�RQ�SHRSOHV��KHDOWKV��+HDOWK�HIIHFWV�KDYH�QRW�EHHQ�LQFOXGHG�LQ�WKH�HFRQRPLF
DQDO\VLV�FDUULHG�RXW�DW�WKH�DSSUDLVDO��$Q�LQFOXVLRQ�RI�KHDOWK�IDFWRUV�LQ�WKH�HFRQRPLF
DQDO\VLV�ZRXOG�LQFUHDVH�HFRQRPLF�SURILWDELOLW\��FRQVLGHUDEO\�RYHU�WKH�DOUHDG\�KLJK
OHYHO�IRXQG�LQ�WKH�DSSUDLVDO�VWXG\�
-XGJLQJ�E\�YDULRXV�VWXGLHV��FDUULHG�RXW�E\�WKH�:RUOG�%DQN�UHJDUGLQJ�'+�SURMHFWV

LQ�&KLQD�DV�ZHOO�DV�LQ�RWKHU�FRXQWULHV���WKH�HFRQRPLF�UDWH�RI�UHWXUQ�FRXOG�EH�LQ�WKH
RUGHU�RI�D�IHZ�KXQGUHG�SHU�FHQW��GHSHQGLQJ�RQ�DVVXPSWLRQV�PDGH��ZKHQ�KHDOWK�DQG
PRUWDOLW\�HIIHFWV�DUH�LQFOXGHG�LQ�WKH�DQDO\VLV�

(FRQRPLF�YDOXH�RI�KHDOWK�DQG�ORVV�RI�OLIH
7KH�PHWKRGV�E\�ZKLFK�HIIHFWV�RQ�KHDOWK�DQG�RQ�ORVV�RI�OLIH�FDQ�EH�PHDVXUHG�UDLVH�QRW
RQO\�HFRQRPLF�DQG�VWDWLVWLFDO�SUREOHPV��EXW�DOVR�VRFLDO��SROLWLFDO�DQG�HWKLFDO��7KH�PRVW
FRPPRQ�LV�WKH�µZLOOLQJQHVV�WR�SD\µ��PHWKRG���8VLQJ�LW�LQ�&KLQD��DQG�E\�VFDOLQJ�WKH��YDOXHV
XVHG�LQ�WKH�86�DQG�(XURSH�LQ�UHODWLRQ�WR�&KLQDV�OHYHO�RI�SHU�FDSLWD�LQFRPH��WKH�:RUOG
%DQN�LQ�LWV�DQDO\VLV�DUULYHV�DW��D�YDOXH�RI��������86'�SHU�VWDWLVWLFDO�OLIH�LQ�XUEDQ�DUHDV
DQG��������LQ�UXUDO�DUHDV�

7KH�RWKHU�PHWKRG�LV�WKH��µKXPDQ�FDSLWDO�DSSURDFKµ���ZKLFK�JLYHV�PXFK�ORZHU
YDOXHV��EHFDXVH�LW�LQFOXGHV�RQO\�WKH�ZDJHV�DQG�VDODULHV�ORVW�GXH�WR�SUHPDWXUH�GHDWK��%\
WKLV�PHWKRG�WKH�VWDWLVWLFDO�YDOXH�RI�D�OLIH�ZRXOG�EH�������LQ�XUEDQ�DQG�������LQ�UXUDO
DUHDV�

7KH�WRWDO�HFRQRPLF�FRVW�WR�WKH�FRXQWU\�RI�SUHPDWXUH�GHDWKV�FDXVHG�E\�DLU
SROOXWLRQ�ZDV�E\�WKH�%DQN�FDOFXODWHG�WR����ELOOLRQ�86'�SHU�\HDU�XVLQJ�WKH�ZLOOLQJQHVV�WR
SD\�PHWKRG��DQG�WZR�ELOOLRQ�XVLQJ�WKH�KXPDQ�FDSLWDO�DSSURDFK��7KH�FRVW�WR�VRFLHW\�DV�D
UHVXOW�RI�LOOQHVVHV��LQFOXGLQJ�KRVSLWDO�YLVLWV�DQG�ORVW�ZRUN�GD\V��GXH�WR�DLU�SROOXWLRQ�DUH
PXFK�KLJKHU��7KH�ZRUOG�EDQN�HVWLPDWHG�WKLV�FRVW�WR�EH�VRP����ELOOLRQ�86'�HDFK�\HDU�
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7KH�WRWDO�DQQXDO�HFRQRPLF�FRVW�WR�&KLQD�RI�DLU�DQG�ZDWHU�SROOXWLRQ�LQFOXGLQJ�SUHPDWXUH
GHDWKV��ORVV�RI�KHDOWK�DQG�DOVR�FURS�DQG�IRUHVWU\�GDPDJH�FDXVHG�E\�DFLG�UDLQ�ZDV�E\�WKH
%DQN�HVWLPDWHG�WR�EH�VRPH����ELOOLRQ�86'�

7KH�HFRQRPLF�FRVW�WR�&KLQHVH�VRFLHW\�RI�GLIIHUHQW�W\SHV�RI�HQYLURQPHQWDO�SROOXWLRQ��DV
FDOFXODWHG�E\�WKH�:RUOG�%DQN��FDQ�EH�VHHQ�IURP�WKH�IROORZLQJ�WDEOH��LQ�ELOOLRQV�RI�86'�

7DEOH�����(FRQRPLF�FRVW�WR�&KLQHVH�VRFLHW\�RI�GLIIHUHQW�W\SHV�RI�HQYLURQPHQWDO�SROOXWLRQ��LQ�ELOOLRQ�GROODUV�D�\HDU
7\SH�RI�SROOXWLRQ µKXPDQ

FDSLWDOµ
DSSURDFK

µZLOOLQJQHVV�
WR�SD\µ
PHWKRG

XUEDQ�DLU�SROOXWLRQ ���� ����
LQGRRU�DLU�SROOXWLRQ ��� ����
OHDG�H[SRVXUH ��� ���
ZDWHU�SROOXWLRQ ��� ���
DFLG�UDLQ ���� ���
7RWDO �� ��
��RI�*'3 ��� ���

(QYLURQPHQW

7KH�UHGXFWLRQV�LQ�HPLVVLRQV�RI�SROOXWDQWV�GXH�WR�WKHVH�ILYH�SURMHFWV�DUH�H[SHFWHG�WR�EH
GUDPDWLF��DQG�WKHUH�FDQ�EH�QR�GRXEW�WKDW�WKH�EHQHILWV�WR�WKH�HQYLURQPHQW�DV�ZHOO�DV�WR
3HRSOHV��KHDOWKV�ZLOO�EH�HTXDOO\�GUDPDWLF��0HDVXUHPHQWV�LQ�6ZHGHQ�KDYH�VKRZQ�WKDW�H�J
62��DUH�RIWHQ�UHGXFHG�E\������ZKHQ�'+�LV�LQWURGXFHG��,Q�&KLQHVH�FLWLHV��VWDUWLQJ�IURP
D�PXFK�KLJKHU�GHJUHH�RI�SROOXWLRQ��WKH�HIIHFW�FDQ�EH�H[SHFWHG�WR�EH�HYHQ�JUHDWHU�

,Q�WKH�WZR�UHFHQW�SURMHFWV�LQ�FKLQD�VXSSRUWHG�E\�WKH�:RUOG�%DQN�WKH�UHGXFWLRQ
LQ�62��HPLVVLRQV�ZDV�HVWLPDWHG�WR�EH�������DG�WKH�UHGXFWLRQ�RI�763������FRPSDUHG�WR
WKH���DOWHUQDWLYH�

$OO�ILYH�SURMHFW�DUH�H[SHULHQFLQJ�FRQVLGHUDEOH�GHOD\V�LQ�WKHLU�LPSOHPHQWDWLRQ��DQG
FRQVHTXHQWO\�PRVW�RI�WKH�HQYLURQPHQWDO�JDLQV�KDYH�QRW�\HW�PDWHULDOL]HG�DV�PDQ\�RI�WKH
ROG�ORFDO�ERLOHUV�DUH�VWLOO�LQ�RSHUDWLRQ��7KLV�KRZHYHU�GRHV�QRW�FKDQJH�WKH�IDFW�WKDW�WKH
H[SHFWHG�HQYLURQPHQWDO�EHQHILWV�RI�WKH�ILYH�GLVWULFW�KHDWLQJ�SURMHFWV�HYDOXDWHG�KHUH�DUH
HQRUPRXV�

7KHUH�LV�OLWWOH�GDWD�DYDLODEOH�VKRZLQJ�WKH�FKDQJH�LQ�SROOXWLRQ�OHYHOV�LQ�WKH�UHVSHFWLYH
FLWLHV�VLQFH�WKH�VWDUW�RI�WKH�SURMHFWV��%XW�WKH�IHZ�GDWD�DUH�DYDLODEOH�WR�WKLV�HYDOXDWLRQ
LQGLFDWH���MXVW�DV�RQH�ZRXOG�H[SHFW���WKDW�WKH�UHGXFWLRQV�LQ�GLIIHUHQW�W\SHV�RI�SROOXWLYH
HPLVVLRQV�DFKLHYHG�WR�GDWH�ODUJHO\�FRUUHVSRQGV�WR�WKH�GHJUHH�RI�LPSOHPHQWDWLRQ��L�H��WKH
VKDUH�RI�WKH�EXLOGLQJ�VSDFH�FRQQHFWHG��)URP�ZKDW�ZH�FDQ�VHH�WRGD\�WKHUH�ZLOO�EH�QR
SUREOHP�WR�UHDFK�WKH�HQYLURQPHQWDO�WDUJHWV�RI�WKH�SURMHFW��7KH�RQO\�HQYLURQPHQWDO
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SUREOHP�ZKLFK�DW�SUHVHQW�GRHV�QRW�KDYH�D�UHDG\�VROXWLRQ�LV�WKH�QRLVH�OHYHO�LQ�VRPH�RI�WKH
SXPS�VWDWLRQV�ORFDWHG�LQ�UHVLGHQWLDO�DUHDV�

(TXDOLW\��3RYHUW\�RULHQWDWLRQ

1RQH�RI�WKH�SURMHFWV�DUH�VHHQ�DV�HVSHFLDOO\�IDYRULQJ�DQ\�SDUWLFXODU�JURXS�LQ�VRFLHW\��,W�LV
DVVXPHG�WKDW�WKH\�ZLOO�XQLIRUPO\�EHQHILW�DOO�WKH�LQKDELWDQWV�LQ�WKH�UHVSHFWLYH�FLWLHV�

6RPH�SHRSOH�ZLOO��DUJXH�WKDW��SRRUHU�JURXSV�JDLQ�UHODWLYHO\�PRUH�IURP�DQ
LPSURYHG�HQYLURQPHQW�WKDQ�GR�RWKHU�JURXSV��2Q�WKH�RWKHU�KDQG�LW�LV�FRQFHLYDEOH�WKDW
RQ�DYHUDJH�D��VPDOOHU�SURSRUWLRQ�RI�SRRUHU�JURXSV�OLYH�LQ�EXLOGLQJV�WKDW�DUH�SRVVLEOH�WR
FRQQHFW�WR�GLVWULFW�KHDWLQJ�WKDQ�ULFKHU�JURXSV��,I�WKLV�ZHUH�WKH�FDVH�ZH�FRXOG�WKHQ�FODLP
WKDW�WKH�LQWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�LV�D�SURMHFW�ZKLFK�LV�ELDVHG�DJDLQVW�WKH�LQWHUHVW�RI
WKH�SRRUHU�JURXSV��MXVW�DV�ZH�FDQ�FODLP�WKDW��LQWURGXFLQJ�GLVWULFW�KHDWLQJ�LQ�WKH�FLWLHV�ZLOO
IDYRXU��ULFKHU��FLW\�LQKDELWDQWV�DW�WKH�H[SHQVH�RI�WKH�SRRUHU��FRXQWU\�GZHOOHUV�

1HLWKHU�WKH�REMHFWLYHV�RI�HQKDQFLQJ�&KLQD�V�HFRQRPLF�DQG�VRFLDO�HTXDOLW\�QRU
WKDW�RI�DOOHYLDWLQJ�SRYHUW\�ZHUH�PHQWLRQHG�LQ�DQ\�RI�WKH�%,76�GHFLVLRQ�WR�ILQDQFH�WKH
ILYH�'+�SURMHFWV��7KLV�LV�ORJLFDO�IRU�LQ�JHQHUDO�ZH�ZRXOG�QRW�H[SHFW�WKHUH�WR�EH�DQ\
FRQQHFWLRQ�EHWZHHQ�WKH�GHJUHH�RI�'+�DQG�WKH�GHJUHH�RI�SRYHUW\�RU�HTXDOLW\�

5HFHQW�:RUOG�%DQN�VWXG\
,Q�D�UHFHQW�VWXG\�RQ�&KLQD�V�HQYLURQPHQW��KRZHYHU��WKH�:RUOG�%DQN�GLG�ILQG�D�SRVLWLYH
UHODWLRQVKLS�EHWZHHQ�SROOXWLRQ�DQG�SRYHUW\��,Q�D�VWDWLVWLFDO�UHJUHVVLRQ�DQDO\VLV�EDVHG�RQ
GDWD�IURP����&KLQHVH�FLWLHV�LW�IRXQG�WKDW�DV�ZDJHV�ULVH�WKH�SROOXWLRQ�GHQVLW\�RI�VXVSHQGHG�SDUWLFOHV
IDOOV���,W�IXUWKHU�IRXQG�WKDW�SRRU�FLWLHV�KDYH�KLJKHU�HPLVVLRQV�RI�VXOIXU�GLR[LGH�WKDQ�ULFK
FLWLHV��DOWKRXJK�HPLVVLRQV�GHQVLW\�ULVHV�IURP�ORZ�WR�PLGGOH�LQFRPH�FLWLHV�DQG�WKHQ�IDOOV�WR
WKH�ORZHVW�OHYHOV�LQ�KLJK�LQFRPH�DUHDV�

,Q�DQDO\]LQJ�WKHLU�ILQGLQJV�WKH�%DQN�DUULYHG�DW�WKH�IROORZLQJ�WKUHH�H[SODQDWLRQV
IRU�WKH�VHHPLQJO\�SDUDGR[LFDO�VLWXDWLRQ�WKDW�ULFKHU�FLWLHV�ZLWK�KLJKHU�OHYHOV�RI�LQGXVWULDO
RXWSXW��DFWXDOO\�KDYH�FOHDQHU�HQYLURQPHQW�WKDQ�RWKHUV�

)LUVWO\���HQYLURQPHQWDO�UHJXODWLRQV�DUH�VWULFWHU�LQ�ULFKHU�DUHDV�EHFDXVH�WKH\�FRQWDLQ
EHWWHU�HGXFDWHG�FLWL]HQV��ZKR�DUH�PRUH�FRQFHUQHG�DQG�EHWWHU�LQIRUPHG�DERXW�WKH
HQYLURQPHQW��DQG�DOVR�UHDG\�DQG�FDSDEOH�RI�GHIHQGLQJ�WKHLU�LQWHUHVWV�
6HFRQGO\���SURGXFWLRQ�LQ�ORZ�ZDJH�FRPPXQLWLHV�JHQHUDWHV�PRUH�SROOXWLRQ�EHFDXVH

LQGXVWULDO�IDFLOLWLHV�ZLWK�XQVNLOOHG�ZRUNHUV�DUH�JHQHUDOO\�OHVV�HIILFLHQW�DQG�SURGXFH�PRUH
ZDVWH��DQG

7KLUGO\���GHPDQG�LQ�KLJK�LQFRPH�PDUNHWV�WHQG�WR�IDYRXU�SURGXFWV�ZKRVH�SURGXFWLRQ
JHQHUDWHV�OHVV�SROOXWLRQ�

6R�ZLWK�WKLV�IDLUO\�VWDEOH�HYLGHQFH�ZH�VHHP�WR�EH�DEOH�WR�FRQFOXGH�WKDW�WKH�ILYH�6ZHGLVK�
VXSSRUWHG�'LVWULFW�+HDWLQJ�SURMHFWV�HYDOXDWHG�KHUH��KDYH�LQ�GHHG�KDG�D�SRVLWLYH�HIIHFW�RQ
WKH�GLVWULEXWLRQ�RI�HTXDOLW\�LQ�VRFLDO�WHUPV��DQG�LQ�D�YHU\�LQGLUHFW�ZD\�DOVR�RQ�SRYHUW\
DOOHYLDWLRQ��HYHQ�WKRXJK�QRQH�RI�WKHVH�SXUVXLWV��ZHUH�VHHQ�DV�REMHFWLYHV�RI�WKHVH�SURMHFWV�
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*HQGHU���'HPRFUDF\��DQG�,QGHSHQGHQFH

,W�GRHV�QRW�DSSHDU�SRVVLEOH�WR�GHWHFW�DQ\�SDUWLFXODU�HIIHFWV��GLUHFW�QRU�LQGLUHFW���RQ�JHQGHU�
GHPRFUDF\��RU�LQGHSHQGHQFH��HPDQDWLQJ�IRUP�WKLV�SURMHFW��

'HPRQVWUDWLRQ�HIIHFW

$Q�H[SOLFLW�REMHFWLYH�RI�WKH�ILUVW�WZR�GLVWULFW�KHDWLQJ�SURMHFWV�VXSSRUWHG�E\�%,76��'DOLDQ
DQG�7DL\XDQ��ZDV�WKDW�WKH�SURMHFW�VKRXOG�EHFRPH�D�GHPRQVWUDWLRQ�FDVH���ZKLFK�ZRXOG�VKRZ
WKRVH�RWKHU�&KLQHVH�FLWLHV�FRQWHPSODWLQJ�WKH�LQWURGXFWLRQ�RI�D�PRGHUQ�'+�V\VWHP��WKH
IHDVLELOLW\�RI�PL[LQJ�DGYDQFHG�WHFKQRORJ\�LPSRUWHG�IURP�DEURDG�ZLWK�&KLQHVH�SURGXFHG
HTXLSPHQWV�DFFRXQWLQJ�IRU�WKH�EXON�RI�WKH�LQYHVWPHQW�

*LYHQ�WKH�GHOD\V�H[SHULHQFHG�E\�WKH�SURMHFW��DQG�JLYHQ�WKH�XQFHUWDLQW\�WKDW
WRGD\�VHHPV�WR�H[LVW�UHJDUGLQJ�WKH�SRVVLELOLW\�RI�PXFK�FKHDSHU�GRPHVWLF�HTXLSPHQW
UHSODFLQJ��VRPH�RI�WKH�HTXLSPHQW�LPSRUWHG�IURP�6ZHGHQ��,�GR�QRW�EHOLHYH�WKDW�RQH�FDQ
VD\�WKDW�WKLV�REMHFWLYH�KDV�EHHQ�DFKLHYHG��$W�OHDVW�QRW�\HW��%HORZ�LW�LV�VXJJHVWHG�WKDW�6LGD
RUJDQL]H�D�VHPLQDU�DV�DQ�RYHUDOO�IROORZ�XS�WR�DOO�RI�WKH�ILYH�'+�SURMHFWV�LQ�&KLQD�
3RVVLEO\��D�VXFFHVVIXO�RXWFRPH�RI�VXFK�D�VHPLQDU�FRXOG�JR�VRPH�ZD\V�WRZDUG
FRQWULEXWLQJ�WR�DFKLHYHPHQW�RI�WKLV�REMHFWLYH�

%,76�V�SURMHFW�SUHSDUDWLRQ

6LGD�V�LQWHUYHQWLYH�DQG�FRQWUROOLQJ�UROH
,W�ZRXOG�VHHP�WKDW�6LGD�LQ�DOO�RI�WKH�'+�KHDWLQJ�SURMHFWV�LQ�&KLQD�KHOG�D�UDWKHU�KLJK
SURILOH�LQ��FDUU\LQJ�RXW�LWV�RZQ�DQDO\VLV�DQG�IRUPLQJ�LWV�RZQ�RSLQLRQ�RI�WKH�SURMHFWV��DQG
DOVR�WR�UHFRPPHQG�RU�HYHQ�UHTXHVW�WKH�ORDQ�WDNHUV��FRPSOLDQFH�RQ�YDULRXV�SRLQWV��,Q�DOO
LPSRUWDQW�DVSHFWV�LW�VHHPV�WKDW�WKH�HQG�XVHU�DFWXDOO\�KHHGHG�WKH�DGYLFH�JLYHQ��%,76�WKXV
SOD\HG�DQ�DFWLYH�DQG�G\QDPLF�UROH�LQ�WU\LQJ�WR�DVVLVW�WKH�HQG�XVHU�WR�LPSURYH�WKH
SURMHFWV��ERWK�IURP�D�WHFKQRORJLFDO��DQG�HFRQRPLF�SRLQW�RI�YLHZ��VRPHWLPHV�ZLWK�D
SRVLWLYH�UHVXOW��VRPHWLPHV�QRW���0DLQO\�WKURXJK�LWV�DSSUDLVDOV�%,76�ZDV�LQ�D�SRVLWLRQ�WR
RIIHU�SRVLWLYH�DGYLFH�UHJDUGLQJ�WHFKQLFDO�PRGLILFDWLRQV�WR�WKH�FOLHQW�LQ�RUGHU�WR�LPSURYH
WKH�WHFKQLFDO�VROXWLRQ�RI�WKH�SURMHFW���%,76�V�SURMHFW�GHFLVLRQ�GRFXPHQWV�ZHUH�JHQHUDOO\
RI�KLJK�TXDOLW\�
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,WV�LQWHUYHQWLYH�UROH�LQ�WKH�SURMHFW�FDQ�EH�VHHQ�DV�D�EDODQFH�DFW�EHWZHHQ�EHLQJ�D
FRQWUDFW�ILQDQFLHU�DQG�D�UHJXODU�SURMHFW�ILQDQFLHU��,Q�WKH�RSLQLRQ�RI�WKLV�HYDOXDWLRQ�6LGD
KDV�PDQDJHG�WKLV�EDODQFH�DFW�YHU\�ZHOO�

7KH�IROORZLQJ��ZHUH�VRPH�RI�WKH�UHDVRQV�IRU�6LGD�V�DFWLYH�UROH�

,Q�UHODWLRQ�WR�PDQ\�RWKHU�FOLHQWV�DOO�RYHU�WKH�ZRUOG�RI�%,76�FRQFHVVLRQDU\�FUHGLWV
WKH�PXQLFLSDO�KHDWLQJ�FRPSDQLHV�ZKR�ZHUH�%,76��FOLHQWV�LQ�WKH�&KLQD��ZHUH�QRW�VHHQ�WR
EH�VWURQJ�HQRXJK�WR�EH�DEOH�WR�QHJRWLDWH�VXFFHVVIXOO\�D�WHFKQRORJLFDOO\�FRPSOLFDWHG
FRQWUDFW�ZLWK�D�IRUHLJQ�VXSSOLHU��7KHUHIRUH�WKHUH�ZDV�D�FRQVWDQW�GHEDWH�JRLQJ�RQ�ZLWKLQ
%,76�RQ�ZKHWKHU�RU�QRW��LQ�&KLQD��WKH\�VKRXOG�PRGLI\�WKHLU�WUDGLWLRQDO�UROH�ZKLFK�LV�WR
OHDYH�DOO��SODQQLQJ�DV�ZHOO�DV�LPSOHPHQWDWLRQ�WR�WKH�FRQWUDFWLQJ�SDUWLHV�DQG�JHQHUDOO\�WR
DEVWDLQ�IURP�DQ\�LQYROYHPHQW�LQ�WKH�GHVLJQ�RI�D�SURMHFW��$FWLQJ�DV�DQ�RXWVLGH�ILQDQFLHU�RI
UHDG\�QHJRWLDWHG�FRQWUDFWV�ZDV�DOZD\V�WKH�FRUQHUVWRQH�RI�%,76�RSHUDWLQJ�SKLORVRSK\�

1RU�ZDV�WKH�PLQLVWU\�LQ�%HLMLQJ��02)7(&��UHVSRQVLEOH�IRU�DOO�DLG�UHODWLRQV�ZLWK
IRUHLJQ�GRQRUV��VHHQ�DV�VXIILFLHQWO\�VWURQJ��LQ�WKH�VHQVH�RI�SRVVHVVLQJ�FRPSHWHQFH�LQ
DVVHVVLQJ�WHFKQRORJLFDOO\�DGYDQFHG�SURMHFWV�RU�WR�JXDUDQWHH�D�VXFFHVVIXO�LPSOHPHQWDWLRQ
LQ�WKH�FDVH�RI�QHZ�DQG�LQH[SHULHQFHG�HQG�XVHUV��OLNH�WKH�PXQLFLSDO�'+�FRPSDQLHV�

1RU�GLG�%,76�IHHO�WKDW�WKH\�FRXOG�H[SHFW�WKH�6ZHGLVK�VXSSOLHUV�WR�WDNH
UHVSRQVLELOLW\�IRU�WKH�SURMHFWV�WR�EH�ZHOO�SODQQHG�DQG�ZHOO�EDODQFHG�LQ�WHUPV�RI�QHHGV�IRU
LPSRUW��DQG��WKDW�µDSSURSULDWH�WHFKQRORJ\µ�ZRXOG�EH�LPSRUWHG�UDWKHU�WKDQ�MXVW�WKH�ODWHVW
WHFKQRORJ\�

%HFDXVH�RI�WKHVH�FRQVLGHUDWLRQV�WKHUH�ZDV�D�UHDGLQHVV�DW�OHDVW�RQ�SDUW�RI�VRPH�RI
%,76�SHUVRQQHO�WR�SOD\�D�PRUH�DFWLYH�UROH�LQ�LWV�&KLQHVH�FUHGLWV�WKDQ�WKH\�ZHUH
WUDGLWLRQDOO\�XVHG�WR�

1RU�ZHUH�WKH�FOLHQWV�DOZD\V�VHHQ�DV�DEOH�WR�SUHSDUH�DSSUDLVDO�UHSRUWV�RI�VXIILFLHQWO\�KLJK
VWDQGDUG��7KHUHIRUH��VRPHWLPHV�6LGD�V�LQYROYHPHQW�LQ�SURMHFW�SODQQLQJ�DQG�GHVLJQ
EHFDPH�UHODWLYHO\�ODUJH�

%HFDXVH�VHYHUDO�RI�WKH�6ZHGLVK�VXSSOLHUV�FODLPHG�WKDW�WKHLU�&KLQHVH�FOLHQWV�ZHUH
RYHUO\�IRFXVLQJ�RQ�WKH�KDUG�ZDUH�SDUW�RI�D�FRQWUDFW�DQG�KHVLWDQW�WR�XVH�WKH�IXQGV�WR�SD\
IRU�VRIW�ZDUH�E\�ZD\�RI�VXSHUYLVLRQ�DQG�WUDLQLQJ���6LGD�IRXQG�LWVHOI�REOLJHG�WR�DFWLYHO\
FRQWURO�WKDW�WKH�UHTXLUHG�LWHPV�OLNH�VXSHUYLVLRQ��VSDUH�SDUWV�DQG�WUDLQLQJ�ZHUH�DOZD\V
SUHVHQW�LQ�WKH�FRQWUDFW�DQG�LQ�VXIILFLHQW�DPRXQWV�

$OVR��OLNH�WKH�:RUOG�%DQN��6LGD�ZDV�FRQFHUQHG�DERXW�WKH�IDFW�WKDW�KHDW�WDULIIV�LQ
&KLQD�DUH�EDVHG�RQO\�RQ�IORRU�VSDFH�DQG�QRW�DW�DOO�RQ�KRZ�PXFK�LV�FRQVXPHG��6LGD
SHUFHLYHG�D�ULVN�WKDW�ZKHQ�JRLQJ�IURP�LQGLYLGXDO�VWRYHV��ZKHUH�FRVW�LV�GLUHFWO\�OLQNHG�WR
DPRXQW�RI�FRQVXPSWLRQ��WR�FHQWUDO�KHDWLQJ��SHRSOH�ZRXOG�VWDUW�FRQVXPLQJ�KHDW�LQ�D
PRUH�ZDVWHIXO�PDQQHU��DQG�WKHUHIRUH�FRQVLVWHQWO\�VXJJHVWHG�WR�WKH�HQG�XVHUV�WKDW�QHZ
EXLOGLQJV�DQG�QHZO\�LQVWDOOHG�FHQWUDO�KHDWLQJ�V\VWHPV�VKRXOG�EH�HTXLSSHG�ZLWK�WZR�SLSH
KHDWLQJ�V\VWHPV�WKDW�DOORZ�IRU�LQGLYLGXDO�KRXVHKROG�PHWHULQJ�DQG�URRP�WHPSHUDWXUH
FRQWURO�
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7KLV�KLJKHU�OHYHO�RI�LQWHUYHQWLRQ�RQ�SDUW�RI�%,76��SDUWO\�EURXJKW�DERXW�DJDLQVW�%,76
ZLOO��OHG�WR�D�VROH�VHDUFKLQJ�ZLWKLQ�WKH�DJHQF\�UHJDUGLQJ�QRW�RQO\�ZKDW�SRVLWLRQ�WR�WDNH�LQ
D�SDUWLFXODU�TXHVWLRQ��EXW�PRUH�LPSRUWDQWO\��RQ�LWV�JHQHUDO�SROLF\��6KRXOG�6LGD�JR�LQ�DQG
VFUXWLQL]H�SURSRVDOV�DW�DQ�HDUO\�VWDJH��JHWWLQJ�WKH�DGYDQWDJH�RI�EHLQJ�DEOH�WR�RIIHU�DGYLFH
WR�WKH�FOLHQW�DQG�QRW�ULVNLQJ�WR�KDYH�WR�VD\�QR�WR�D�FUHGLW�UHTXHVW�DW��YHU\�ODWH�VWDJH�RI�D
SURMHFW��,I�\HV��VKRXOG�LW�DOVR�SOD\�DQ�DFWLYH�UROH�LQ�WKH�WHQGHULQJ�SURFHGXUH"�(YHQ
WKRXJK�QR�FRQFUHWH�GHFLVLRQ�UHJDUGLQJ�WKH�DSSURSULDWH�GHJUHH�RI�LQYROYHPHQW�LQ�WKH
IXWXUH��ZDV�WDNHQ��WKH�LQWHUQDO�GHEDWH�ZDV�FRQVWUXFWLYH�DQG�FDQ�KDYH�EHHQ�H[SHFWHG�WR
HQKDQFH�%,76��URXWLQHV�

3RVVLEOH�V\VWHP�IDLOXUH
,Q�VSLWH�RI�LWV�JHQHUDOO\�LQWHUYHQWLRQLVW�DWWLWXGH�DQG�DFWLYH�FRQWURO�RI�WKH�SURMHFWV��LQ�DW
OHDVW�RQH�RI�WKH��SURMHFWV�6LGD�FDQ�EH�FULWLFL]HG�IRU�IDLOLQJ�WR��GHWHFW�PDMRU�VKRUWFRPLQJV�
,�KHUH�UHIHU�WR�WKH�FDVH�RI�WKH�6ZHGLVK�HTXLSPHQW�ZKLFK�ZDV�VKLSSHG�WZR�&KLQD�WZR
\HDUV�EHIRUH�WKHLU�LQWHQGHG�XVH��,Q�WKH�FDVH�RI�WKH�FRPSXWHUV��WKHVH�ZHUH�JURVVO\
RXWGDWHG���DQG�RYHUSULFHG�����E\�WKH�WLPH�WKH\�ZHUH�ILQDOO\�LQVWDOOHG�LQ�WKH�SURMHFW�
7KH�VXSSOLHU�V��DQG�SHUKDSV�%,76����SDVVLYHQHVV�Z�U�W�WKLV�GHOLYHU\��FDQ��LQ�WKLV
HYDOXDWRU�V�RSLQLRQ��DW�EHVW�EH�GHVFULEHG�DV�FDUHOHVV��EXW�SHUKDSV�DV�LUUHVSRQVLEOH��7KH
FDVH�UDLVHV�VHULRXV�TXHVWLRQV�QRW�RQO\�DERXW�WKH�FRPSHWHQFH�RI�WKH�&KLQHVH�LPSRUWLQJ
DJHQF\��EXW�DOVR�DERXW�WKH�HIILFLHQF\�DQG�PHDQLQJIXOQHVV�RI�WKH�GRQRU�DJHQF\�V�SODQQLQJ
DQG�QHJRWLDWLQJ�V\VWHPV�

$QDO\]LQJ�WKLV�GHOLYHU\�RQH�JHWV�WKH�LPSUHVVLRQ�WKDW�WKH�FOLHQW�ZDV�UXVKHG�LQWR�DFFHSWLQJ
DQ�LPPHGLDWH�GHOLYHU\�LQ�RUGHU�QRW�WR�ORRVH�WKH�RSSRUWXQLW\�RI�6ZHGLVK�FRQFHVVLRQDU\
ILQDQFLQJ��&RXOG�WKLV�EH�D�V\VWHP�IDLOXUH�RI�WKH�6ZHGLVK�FRQFHVVLRQDU\�FUHGLW�VFKHPH��LQ
WKH�VHQVH�WKDW�LW�GRHV�QRW�FRQWDLQ�DQ�HDV\�PHFKDQLVP�IRU�SDUW�GHOLYHULHV�WR�EH�SRVWSRQHG
WR�D�ODWHU�GDWH"

$FFRUGLQJ�WR�RQH�UHVSRQVLEOH�6LGD�RIILFHU�WKHUH�LV�QR�OHJDO�REVWDFOH�IRU�D
FRQFHVVLRQDU\�FUHGLW�WR�EH�DUUDQJHG�LQ�GLIIHUHQW�WUDQFKHV��DOWKRXJK�WKLV�PLJKW�VOLJKWO\
FRPSOLFDWH�WKH�FDOFXODWLRQ�RI�DPRUWL]DWLRQ�SHULRGV�HWF��$QRWKHU�VROXWLRQ�FRXOG�EH�WR�IRU
WKH�FUHGLW�DJUHHPHQW�WR�VSHFLI\�D�YHU\�ORQJ�GLVEXUVHPHQW�SHULRG��2QH�VHW�EDFN�ZLWK�D
ORQJ�GLVEXUVHPHQW�SHULRG�RU�GLIIHUHQW�WUDQFKHV�ZRXOG�KRZHYHU�EH�WKDW�WKH�FOLHQW�PXVW
SD\�D�KLJKHU�FRPPLWPHQW�IHH��DV�ZHOO�DV�KLJKHU�LQVXUDQFH�IHH�

$QRWKHU�VQDJ�LV�WKDW�WKH�6ZHGLVK�DJHQF\�VXSSO\LQJ�WKH�FRPPHUFLDO�SDUW�RI�WKH
FUHGLW��6(.��ZLOO�RQO\�SURFXUH�D�FUHGLW�DW�WKH�WLPH�ZKHQ�LW�LV�QHHGHG��,I�D�FUHGLW�LV
QHJRWLDWHG�LQ�VHYHUDO�WUDQFKHV��ZLGH�DSDUW�LQ�WLPH��LW�ZRXOG�WKXV�EULQJ�DQ�DGGHG
FRPSOLFDWLRQ�IRU�6(.�

7KHRUHWLFDOO\��WKH�EHVW�VROXWLRQ�ZRXOG�SHUKDSV�EH�WR�RSW�IRU�WZR�VHSDUDWH�FUHGLWV��LQVWHDG
RI�D��VLQJOH�RQH�RI�ORQJ�PDWXULW\��7KLV�ZRXOG��LQ�FRQVHTXHQFH��DOVR�LPSO\�WKDW�WKH
FRPPHUFLDO�QHJRWLDWLRQV�EHWZHHQ�LPSRUWHU�DQG�H[SRUWHU�DUH�KHOG�DW�WZR�GLIIHUHQW�WLPHV�
%XW��LW�LV�QRW�FOHDU�ZKHWKHU�VXFK�D�VROXWLRQ�ZRXOG�EH�DJUHHDEOH�IRU�WKH�GRQRU�DJHQF\
6LGD�
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,Q�WKLV�FDVH�WKH�FOLHQW�KDV�DSSDUHQWO\�VHHQ�LW�DV�D�QHFHVVLW\�WKDW�D�FUHGLW�EH�XVHG�XS�ZLWKLQ
D�VSHFLILHG�WLPH�SHULRG��7KH�6ZHGLVK�VXSSOLHU�DOVR�FRPHV�RXW�DV�D�YLFWLP�RI�WKLV�V\VWHP
EHFDXVH�KH�KDV�QR�LQFHQWLYH�WR�ZRUN�RXW�DQ�RSWLPDO�SDFNDJH�IRU�WKH�FOLHQW�HYHQ�WKRXJK�LW
ZRXOG�QRW�FRVW�KLP�DQ\WKLQJ��,Q�WKH�FDVH�UHIHUUHG�WR�DERYH�WKHUH�ZDV�REYLRXVO\�QR�JDLQ
IRU�WKH�6ZHGLVK�VXSSOLHU�WR�GHOLYHU�D�V\VWHP�ZKLFK�LV�RXW�RI�GDWH�E\�WKH�WLPH�LW�LV
LQVWDOOHG��%XW�WKLV�LV�ZKDW�KDSSHQHG��DQG�DV�D�UHVXOW�DOVR�WKH�6ZHGLVK�VXSSOLHU�PD\�VXIIHU
FRPPHUFLDOO\�ZKHQ�WKH�FOLHQW�VORZO\�EXW�VXUHO\�EHFRPHV�DZDUH�WKDW�KLV�FRPSXWHU�V\VWHP
LV�RXWGDWHG�DOUHDG\�IURP�WKH�VWDUW��$OVR�LQ�WKH�)LQQLVK�VXSSRUWHG�SURMHFW�LQ�'RQVKDQ�WKH
FRPSXWHUV�ZHUH�GHOLYHUHG�ZD\�DKHDG�RI�WKHLU�SODQQHG�LQVWDOODWLRQ�GDWH��1HLWKHU�WKH
)LQQV�VXJJHVWHG�WR�WKH�FRPSDQ\�WKDW�WKH\�VKRXOG�GHOD\�WKH�GHOLYHU\��RI�WKH�FRPSXWHUV�

9LRODWLRQ�RI�6LGD�V�HQHUJ\�SROLF\
7KH�GHFLVLRQ�RQ�SDUW�RI�6ZHGHQ�WR�ILQDQFH�GLVWULFW�KHDWLQJ�SURMHFWV�LQ�&KLQD�GRHV�QRW
FRPSO\�ZLWK�RQH�IXQGDPHQWDO�UHTXLUHPHQW�RI�6LGD�V�SROLF\�RQ�DLG�LQ�WKH�ILHOG�RI�HQHUJ\�
QDPHO\�WKDW�QR�DLG�VKRXOG�EH�JLYHQ�WR�FRXQWULHV�WKDW�LQFUHDVH�LWV�FRDO�GHSHQGHQF\�
,PSURYLQJ�WKH�FRXQWU\�V�HQHUJ\�HIILFLHQF\�WRGD\�VWDQGV�RXW�DV�WKH�JRYHUQPHQW�V�PDLQ

HQYLURQPHQWDO�SURWHFWLRQ�VWUDWHJ\�LQ�LWV�ILJKW�WR�UHGXFH�DLU�SROOXWLRQ�DQG�VWRS�LQFUHDVHV
LQ�JUHHQ�KRXVHV��JDV�HPLVVLRQV��+RZHYHU��IRU�FRPSHOOLQJ�HFRQRPLF�UHDVRQV��FRDO�ZLOO
UHPDLQ�WKH�RQO\�HFRQRPLFDO�RSWLRQ�IRU�PRVW�RI�&KLQD�V�FLWLHV��7KH�HQRUPRXV�SRWHQWLDO
IRU�FRVW�HIIHFWLYH�LPSURYHPHQWV�LQ�HQHUJ\�HIILFLHQF\�UHPDLQV�XQWDSSHG�LQ�&KLQD
6LQFH�WKLV�HYDOXDWLRQ�KDV�IRXQG�WKH�GLVWULFW�KHDWLQJ�SURMHFWV�WR�EH�KLJKO\�EHQHILFLDO�IRU

WKH�FRXQWU\�
RXU�FRQFOXVLRQ�LV�WKDW�WKHUH�LV�VRPHWKLQJ�ZURQJ�ZLWK�6LGD�V�HQHUJ\�SROLF\��DW�OHDVW�LQ�WKH
IRUP�WKDW�LW�LV�WRGD\�ZULWWHQ�

5HSRUWLQJ�REOLJDWLRQ

,Q�QRQH�RI�WKH�ILYH�SURMHFWV�KDV�DQ\�RI�WKH�FRQWUDFWLQJ�SDUWLHV���QHLWKHU�WKH�VHOOHU�QRU�WKH
EX\HU����FRPSOLHG�ZLWK�WKH�FRQWUDFWXDO�REOLJDWLRQ�WR�SURYLGH�%,76�ZLWK�D�FRPSOHWLRQ
UHSRUW�VL[�PRQWKV�DIWHU�FRPPLVVLRQLQJ�RI�WKH�SURMHFW�
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6&25,1*�6<67(0

7KH�ILQGLQJV�RI�WKLV�HYDOXDWLRQ�UHSRUW�FDQ�EH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�VFRULQJ
V\VWHP��ZKHUH�SHUIRUPDQFH�ZLWK�UHVSHFW�WR�HDFK�DVSHFW�HYDOXDWHG�LV�FODVVLILHG�RQ�D�VFDOH
��WR����ZKHUH���LV�EDG�DQG���LV�H[FHOOHQW��1�D�PHDQV�WKDW�WKH�DVSHFW�LQ�TXHVWLRQ�LV�QRW
DSSOLFDEOH�RU�UHOHYDQW�LQ�WKH�SURMHFW��DQG�D�GDVK�����PHDQV�WKDW��WKHUH�LV�QR�LQIRUPDWLRQ
DYDLODEOH�

7DEOH������6FRULQJ�V\VWHP�IRU�YDULRXV�DVSHFWV�HYDOXDWHG�����
�������������������������������������������3URMHFW

$VSHFW

'DOL
DQ

7DL
\XD
Q

6KLMLD
]KXD
QJ

-LDPXV
L

)XVK
XQ

7RWDO
VFRUH

1XPEHU�RI
REVHUYDWLRQ
V

$YHUDJH
VFRUH

3URFXUHPHQW � � � � � �� � �
,PSOHPHQWDWLRQ � � � � � �� � ���
5HVXOWV�RXWSXWV � � � � � �� � ���
)LQDQFLDO�SURILWDELOLW\ � � � � � � � ���
(FRQRPLF�SURILWDELOLW\ � � � � � �� � �
(QYLURQPHQW � � � � � �� � �
(TXDOLW\��3RYHUW\�RULHQWDWLRQ QD QD QD QD QD QD
*HQGHU QD QD QD QD QD QD
'HPRFUDF\ QD QD QD QD QD QD
,QGHSHQGHQFH QD QD QD QD QD QD
%,76�V�SURMHFW�SUHSDUDWLRQ � � � � � �� �
5HSRUWLQJ�UHTXLUHPHQW � � � � � � � �
6XVWDLQDELOLW\ � � � � � �� � �
7RWDO�VFRUH �� �� �� �� �� ��� �� ���
1XPEHU�RI�REVHUYDWLRQV � � � � � ��
$YHUDJH�VFRUH � ��� ��� ��� ��� ���
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$VVHVVLQJ�WKH�SURMHFW�V�VXVWDLQDELOLW\���IROORZLQJ�JXLGHOLQHV�SXEOLVKHG�E\�WKH�(8��ZH�FDQ
VXEGLYLGH�WKH�FRQFHSW�LQWR�WKH�IROORZLQJ�DVSHFW��WHFKQRORJLFDO��SROLF\��VRFLR�FXOWXUDO�
HQYLURQPHQWDO��ILQDQFLDO��PDQDJHULDO�DQG�LQVWLWXWLRQDO��VXVWDLQDELOLW\��$QG�ZH�ZLOO�DOVR�DGG
HFRQRPLF��VXVWDLQDELOLW\�

7HFKQRORJLFDOO\
(YHQ�WKRXJK�WKHUH�DUH�SUREOHPV�ZLWK�VSDUH�SDUWV�LQ�DOPRVW�DOO�WKH�SURMHFWV��ZH�KDYH�VHHQ
WKDW�HVVHQWLDOO\�WKH�&KLQHVH�HQG�XVHUV�DUH�ZHOO�IDPLOLDU�ZLWK�WKH�DGYDQFHG�HTXLSPHQW
LPSRUWHG�IURP�6ZHGHQ��6RPH�RI�WKH�HTXLSPHQW�LV�HYHQ�VWDUWHG�WR�EH�SURGXFHG�LQ�&KLQD
RI�D�TXDOLW\�DQG�FDSDELOLW\�ZKLFK�LQ�D�IHZ�\HDUV�PD\�FRPSHWH�ZLWK�WKH�LPSRUWHG
SURGXFWV��ZKLFK�VWLOO�WRGD\�KROG�D�IXQFWLRQDO�DQG�TXDOLWDWLYH�HGJH��:H�WKHUHIRUH�GR�QRW
VHH�D�VLWXDWLRQ�ZKHUH�WKH�FRPSDQLHV�WRGD\�UXQQLQJ�'+�RSHUDWLRQV�EDVHG�RQ�WKH
LPSRUWHG�6ZHGLVK�HTXLSPHQW��ZLOO�LQ�WKH�ORQJ�UXQ�ILQG�WKHPVHOYHV�ORVW�QRW�NQRZLQJ�KRZ
WR�PDLQWDLQ�RU�UHSDLU�WKH�LQVWDOOHG�V\VWHPV��PD\EH�ZLWK�PDUJLQDO�KHOS�IURP�DEURDG��
HYHQ�VHYHUDO�\HDUV�IURP�QRZ���IRU�DGYLFH�DV�ZHOO�DV�IRU�VRPH�VWUDWHJLF�VSDUH�SDUWV��6XFK
WHFKQRORJLFDO�GLVWUHVV�VLWXDWLRQ�ZRXOG�QRW�EH�VXUSULVLQJ�LI�WKH\�ZHUH�WR�RFFXU�LQ�WKH�QH[W
FRXSOH�RI�\HDUV��EXW�,�GR�QRW�VHH�WKHP�DV�YHU\�OLNHO\�LQ�VHYHUDO�\HDUV�WLPH�ZKHQ�WKH
FXUUHQW�'+�RSHUDWLRQV�KDYH�PDWXUHG�DQG�ZKHQ�ORFDO�PDQXIDFWXUHUV��RIWHQ�LQ
3DUWQHUVKLS�ZLWK�6ZHGLVK�DQG�RWKHU�IRUHLJQ�ILUPV��KDYH�FDXJKW�XS�LQ�SURGXFWLRQ
WHFKQRORJ\�WR�EH�DEOH�WR�FRPSHWH�ZLWK�LPSRUWHG�HTXLSPHQW���,�WKHUHIRUH�FRQFOXGH�WKDW
ZKLOH�WHFKQRORJLFDO�VXVWDLQDELOLW\�LV�QRW�JXDUDQWHHG�LQ�WKH�VKRUW�RU�PHGLXP�WHUP��WKHUH�LV
OLWWOH�UHDVRQ�WR�ZRUU\�DERXW�LW�LQ�WKH�ORQJ�WHUP�

)LQDQFLDOO\
,W�IROORZV�IURP�RXU�GLVFXVVLRQ�UHJDUGLQJ�WKH�ILQDQFLDO�SURILWDELOLW\�LQ�WKLV�UHSRUW�WKDW�WKH
ILQDQFLDO�SURILWDELOLW\�RI�WKH�'+�FRUSRUDWLRQV�LQYROYHG�LQ�WKH�6ZHGLVK�ILQDQFHG�SURMHFWV
VWDQGV�DQG�IDOOV�ZLWK�DGPLQLVWUDWLYH�GHFLVLRQV�UHJDUGLQJ�VXEVLGLHV��WD[�SD\PHQWV�DQG
PRVW�RI�DOO�WDULII�SROLF\���'XH�WR�YDULRXV�GHOD\V�DQG�PRUH�RU�OHVV�PLQRU�VKRUWFRPLQJV�LW
ZRXOG�VHHP�WKDW�QRQH�RI�WKH�ILYH�SURMHFWV�DQDO\]HG�LQ�WKLV�UHSRUW�ZDV�DEOH�WR�DFKLHYH
SODQQHG�ILQDQFLDO�SURILWDELOLW\��%XW�WKH�UHDVRQ�IRU�WKHVH�VKRUWFRPLQJV�ZHUH�UDWKHU
FRQQHFWHG�WR�FLUFXPVWDQFHV�RXWVLGH�WKH�FRQWURO�RI�WKH�PDQJHUV�UDWKHU�WKDQ�UHIOHFWLQJ
LQFRPSHWHQFH�RU�ODFN�RI�NQRZOHGJH�RQ�SDUW�RI�WKH�FRPSDQLHV��)URP�DQ�DGPLQLVWUDWLYH
HIILFLHQF\�SRLQW�RI�YLHZ�DOO�RI�WKH�FRPSDQLHV�VHHPHG�DW�OHDVW�UHDVRQDEO\�SURILFLHQW�DQG
G\QDPLF��7KHUH�LV�WKHUHIRUH�QRWKLQJ�LQGLFDWLQJ�WKDW��JLYHQ�SURSHU�OHJLVODWLRQ�UHJDUGLQJ
SULFHV�DQG�WDULIIV�DQG�D�FRPSHWLWLYH�VWUXFWXUH�LQ�WKH�LQGXVWU\��WKH�GLVWULFW�KHDWLQJ
FRPSDQLHV�FRXOG�QRW�GHYHORS�LQWR�ILQDQFLDOO\�YLDEOH�DQG�VXVWDLQDEOH�HQWHUSULVHV��7KLV�LV
QRW�VRPHWKLQJ�ZH�FDQ�GHWHUPLQH�WRGD\��,W�ZLOO�GHSHQG�RQ�WKH�JRYHUQPHQW·V�SROLF\�Z
Z�U�W��WR�WDULIIV��FRPSHWLWLYH�VWUXFWXUH�DQG�D�KRVW�RI�RWKHU�IDFWRUV�
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)LQDQFLDO��PDQDJHULDO��DQG�LQVWLWXWLRQDO��DVSHFWV�FDQ���EDVHG�RQ�WKH�DERYH�UHDVRQLQJ���DOO�EH
VHHQ�DV�FRQQHFWHG�WR�RQH�DQRWKHU�

(QYLURQPHQWDOO\
,QWURGXFWLRQ�RI�GLVWULFW�KHDWLQJ�WR�UHSODFH�D�PXOWLWXGH�RI�VFDWWHUHG�ERLOHUV��RU��D�PRGHUQ�
LQGLUHFW��'+�V\VWHP�LQWURGXFHG�WR�UHSODFH�DQ�ROG��VRYLHW�VW\OH���GLUHFW��V\VWHP�ZLOO�OHDG�WR
FRQVLGHUDEOH�RU�HYHQ�KXJH��LPSURYHPHQWV�LQ�WKH�HQYLURQPHQW��7KLV�LV�D�WUXWK�ZKLFK�LV
QRW�RYHUWXUQHG�E\�WKH�IDFW�WKDW�WKH�IXHO�VRXUFH�IRU�WKH�KHDWLQJ�ZLOO�UHPDLQ�WR�EH�FRDO�
(YHQ�LI�ZH�DOORZ�IRU�D�VLWXDWLRQ�ZKHUH�WKH�SURMHFW�ZRXOG�H[SHULHQFH�WHFKQRORJLFDO
GLIILFXOWLHV�DQG�WKHUHIRUH�QRW�EHLQJ�DEOH�WR�UHDS�DOO�WKH�H[SHFWHG�DGYDQWDJHV�DQG�EHQHILWV�
WKH�HQYLURQPHQWDO�HIIHFWV�ZRXOG�VWLOO�EH�VR�PXFK�EHWWHU�WKDQ�WKH�ROG�V\VWHP�WKDW�LW
UHSODFHG�
:H�FDQ�WKHUHIRUH�FDWHJRULFDOO\�VWDWH�WKDW�WKH�ILYH�'+�SURMHFWV�HYDOXDWHG�LQ�WKLV�UHSRUW

DUH�FOHDUO\�HQYLURQPHQWDOO\�VXVWDLQDEOH�

(FRQRPLFDOO\
7KH�HOHPHQWV�H[SODLQLQJ�WKH�YHU\�ODUJH�HFRQRPLF�SURILWDELOLW\�RI�LQWURGXFLQJ�GLVWULFW
KHDWLQJ�DUH�ZHOO�GHILQHG�DQG�REYLRXV��%HFDXVH��GLVWULFW�KHDWLQJ�UHSODFHV�PDQ\�VPDOOHU
LQHIILFLHQW�ERLOHUV�ZLWK��D�PXFK�PRUH�HIILFLHQW�ELJ�KHDW�SURGXFLQJ�SODQW��WKH�VDYLQJ�LQ
IXHO�FRQVXPSWLRQ�DQG�WKH�UHGXFWLRQV�LQ�SROOXWLYH�HPLVVLRQV�UHDOL]HG�LQ�WKH�VKRUW�UXQ�ZLOO
LQHYLWDEO\�DQG�E\�GHILQLWLRQ�EH�WKHUH�DOVR�LQ�WKH�ORQJ�UXQ�
7KHUH�LV�QR�IRUHVHHDEOH�FLUFXPVWDQFH�ZKLFK�FRXOG�FKDQJH�WKLV�IDFW��7KHUHIRUH�LW�LV�FOHDU
WKDW�WKH�SURMHFWV�DUH�HFRQRPLFDOO\�VXVWDLQDEOH�

3ROLF\�ZLVH
,W�LV�REYLRXV�WKDW�&KLQD�V�JRYHUQPHQW�LV�WRGD\�WRWDOO\�DZDUH�RI�WKH�ODUJH�LPSURYHPHQWV
LQ�WHUPV�RI�HQYLURQPHQW���HQHUJ\�FRQVHUYDWLRQ�DV�ZHOO�DV�HFRQRPLF�EHQHILWV�IRU�WKH
FRXQWU\�DVVRFLDWHG�ZLWK�WKH�LQWURGXFWLRQ�RI�'LVWULFW�+HDWLQJ��,W�ZRXOG�WKHUHIRUH�EH
WRWDOO\�XQUHDOLVWLF�WR�LPDJLQH�WKDW�VRPHWKLQJ�ZRXOG�KDSSHQ�RQ�WKH�SROLF\�OHYHO�ZKLFK
FRXOG�SXW�LQ�TXHVWLRQ�WKH�VXVWDLQDELOLW\�RI�GLVWULFW�KHDWLQJ�SURMHFWV

6RFLR�FXOWXUDOO\
7KHUH�LV�QR�FLUFXPVWDQFH�RI�VRFLR�FXOWXUDO�QDWXUH�JRLQJ�RQ�LQ�&KLQHVH�FLWLHV�ZKLFK
ZRXOG�LQ�DQ\�ZD\�TXHVWLRQ�WKH�VXVWDLQDELOW\�RI�WKH�'+�SURMHFWV�
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,PSRUWDQFH�RI�VSDUH�SDUWV��WUDLQLQJ�DQG�VXSHUYLVLRQ
7KH�DQDO\VLV�FDUULHG�RXW�RI�WKH�ILYH�GLVWULFW�KHDWLQJ�SURMHFWV�RQFH�PRUH�FRQILUPV�DQ
ROG��OHVVRQ�ZKLFK�KDV�EHHQ�OHDUQHG�LQ�PDQ\�RWKHU�SURMHFWV�DOO�RYHU�WKH�ZRUOG��QDPHO\
WKDW�LW�LV�QRW�ZLVH�WR�WU\�WR�HFRQRPL]H�WRR�PXFK�RQ�WKH�DPRXQW�RI�VSDUH�SDUWV�WR
LQFOXGH�LQ�D�GHOLYHU\�

7KH�VDPH�KROGV�WUXH�IRU�WKH�DPRXQW�RI�WUDLQLQJ��DQG�VXSHUYLVLRQ��WKDW�VKRXOG�EH
LQFOXGHG�LQ�WKH�FRQWUDFW�VR�DV�WR�HQVXUH�VXFFHVVIXO�LQVWDOODWLRQ�DQG�RSHUDWLRQ�RI
PRGHUQ�HTXLSPHQW�KLWKHUWR�XQNQRZQ��,Q�WKH�SURMHFWV�HYDOXDWHG�KHUH�WKHUH�ZHUH
PDQ\
LQGLFDWLRQV�WKDW�WKH�DPRXQW�RI�WUDLQLQJ�DQG�VXSHUYLVLRQ�LQ�WKH�FRQWUDFWV�KDG�EHHQ
LQVXIILFLHQW�

&KRLFH�EHWZHHQ�LPSRUWHG�YHUVXV�GRPHVWLF�HTXLSPHQW
(YHQ�LI�LW�LV�WRGD\�SRVVLEOH�WR�HTXLS�DQG�VPRRWKO\�RSHUDWH�D�FRPSOHWH�'+�VXEVWDWLRQV
UHO\LQJ�H[FOXVLYHO\�RQ�&KLQHVH�HTXLSPHQW��WKLV�GRHV�QRW�QHFHVVDULO\�PHDQ�WKDW���IURP�D
&KLQHVH�SRLQW�RI�YLHZ���LW�LV�DOZD\V�ZLVHU�WR�EX\�RQO\�GRPHVWLF�HTXLSPHQW��)LUVWO\�
FKDQFHV�DUH�WKDW�WKH�TXDOLW\��ERWK�LQ�WHUPV�RI�IXQFWLRQDOLW\�DQG�GXUDELOLW\��RI�LPSRUWHG
HTXLSPHQW�FRXOG�WXUQ�RXW�WR�EH�VR�VXSHULRU�WKDW�HYHQ�DW�GRXEOH�WKH�SULFH�LW�ZRXOG�EH�D
PXFK�PRUH�HFRQRPLFDO�IRU�WKH�&KLQHVH�GLVWULFW�KHDWLQJ�FRPSDQLHV�WKDQ�GRPHVWLF
HTXLSPHQW��6HFRQGO\���LUUHJDUGOHVV�RI�SULFHV�DQG�RI�HFRQRP\��LW�PXVW�EH�JRRG�IRU�&KLQHVH
GHYHORSPHQW�WR�KDYH�D�IHZ�VKRZ�FDVH�SURMHFWV�ZKHUH�DOWHUQDWLYH����LG�HVW��IRUHLJQ��
WHFKQRORJ\�FDQ�EH�GHPRQVWUDWHG���DQG�DJDLQVW�ZKLFK�WKH�GRPHVWLFDOO\�PDQXIDFWXUHG
HTXLSPHQW�FDQ�PHDVXUH�LWV�SHUIRUPDQFH��TXDOLW\�DQG�SULFH��7KLV�LV�SHUKDSV�WKH�RQO\�UHDO
HIIHFWLYH�ZD\�KRZ�&KLQD�V�RZQ�FDSLWDO�JRRGV�LQGXVWU\�ZLOO�GHYHORS�DQG�LQ�WKH�IXWXUH
FRPSHWH�IXOO\�ZLWK�WKH�IRUHLJQ�LPSRUWV�

/LPLWHG�UROH�RI�ILQDQFLDO�DQDO\VLV
,Q�FRXQWULHV�OLNH�&KLQD��ZKHUH�WKH�RXWFRPH�RI�WKH�ILQDQFLDO�DQDO\VLV�FDQ�DW�DQ\�PRPHQW
EH�FKDQJHG�VLPSO\�E\�WKH�JRYHUQPHQW�PDNLQJ�D�SROLWLFDO�RU�DGPLQLVWUDWLYH�GHFLVLRQ
ZKLFK�FKDQJHV�D��WD[��D�VXEVLG\�RU��PRGLILHV�D�WDULII�ZKLFK�LV�QRW�VHW�DFFRUGLQJ�WR�VXSSO\
DQG�GHPDQG��WKH�ILQDQFLDO�DQDO\VLV�LV�LPSRUWDQW�PDLQO\�IRU�GHFLGLQJ�LI�D�SURMHFW�FDQ�EH
ILQDQFHG�LQ�WKH�FRPPHUFLDO�PDUNHW��RU�LI�LW�QHHGV�VXEVLGLHV�E\�ZD\�RI�H��J��GRPHVWLF�RU
IRUHLJQ�FRQFHVVLRQDU\�FUHGLWV��,W�LV�WKHQ�WKH�SURMHFW�V�HFRQRPLF��SURILWDELOLW\��ZKLFK�VKRXOG
VHUYH�DV�WKH�PDLQ�FULWHULXP�ZKHWKHU�RU�QRW�D�SURMHFW�LV�ZRUWK�ZKLOH�DQG�GHVLUDEOH�

,Q�WRGD\�V�&KLQD��HYHQ�WKRXJK�LPSRUWDQW�VWHSV�KDYH�EHHQ�WDNHQ�WRZDUGV�D
PDUNHW�HFRQRP\��WKHUH�DUH�HQRXJK�UHPDLQLQJ�UHJXODWLRQV�DQG�VXEVLGLHV�ERWK�RQ�WKH�FRVW
DQG�UHYHQXH�VLGHV��DQG�ZLWK�HQRXJK�GLVWRUWLRQV��GXH�WR�KLGGHQ�VXEVLGLHV�DQG�WD[
SD\PHQWV�VWUXFWXUH�WR�PDNH�LW�GLIILFXOW�WR�XQGHUVWDQG�IRU�WKH�IRUHLJQHU��7KLV�RI�FRXUVH



225

PDNHV�WKH�ILQDQFLDO�DQDO\VLV�RI�D�OLPLWHG�LQWHUHVW��(FRQRPLF�YLDELOLW\�LV�D�QHFHVVDU\
FRQGLWLRQ��ZKHUHDV�ILQDQFLDO�YLDELOLW\�LV�QRW��EHFDXVH�LW�FDQ�EH�FKDQJHG�DW�ZLOO�E\�WKH
JRYHUQPHQW�

)LQDQFLDO�DQG�LQVWLWXWLRQDO�YLDELOLW\�RI�GLVWULFW�KHDWLQJ�FRPSDQ\
7KHUH�DUH�LQWHUHVWLQJ�GLIIHUHQFHV�EHWZHHQ�WKH�:RUOG��%DQN�DQG�6LGD�LQ�WKHLU�UHVSHFWLYH
DWWLWXGHV�WRZDUG�YHU\�VLPLODU�GLVWULFW�KHDWLQJ�SURMHFWV�LQ�&KLQD��7KH�:RUOG�%DQN
HPSKDVL]HV�LQVWLWXWLRQDO��GHYHORSPHQW��EHFDXVH�LWV�DLP�LV�WR�KHOS�GHYHORS�WKH�'+
FRPSDQLHV�LQWR�HIILFLHQW�HQWHUSULVHV�WKDW�DUH�DEOH�WR�GHOLYHU�WKHLU�VHUYLFHV�ZLWKRXW
EHFRPLQJ�D�GUDLQ�RQ�WKH�WD[SD\HUV�VXSSRUW��DQG�DOVR�LQ�PRUH�JHQHUDO�WHUPV�KHOS�EXLOG�D
PRUH�HIILFLHQW�SULFH�VWUXFWXUH�LQ�WKH�HFRQRP\���:KLOH�6LGD�DOVR�FHUWDLQO\�WULHV�WR�DGGUHVV
WKHVH�LVVXHV��LWV�UHODWLYH�HPSKDVLV�OLHV�LQ�JHQHUDWLQJ�HFRQRPLF�EHQHILWV�WR�WKH�FRXQWU\��QRW
LQ�LQVWLWXWLRQDO�GHYHORSPHQW��%XW�6LGD�LV�VRPHZKDW�YDJXH��2Q�WKH�RQH�KDQG�LW�FODLPV��DW
OHDVW�LPSOLFLWO\��WKDW�WKH�ILQDQFLDO�YLDELOLW\�RI�DQ�LQGHSHQGHQW�GLVWULFW�KHDWLQJ�FRPSDQ\�LV
DQ�LPSRUWDQW�REMHFWLYH�RI�WKH�SURMHFW��%XW�LW�KDV�GRQH�QRWKLQJ�E\�ZD\�RI�LQVWLWXWLRQDO�RU
RWKHU�DQDO\VLV�RU�IROORZ�XS�WR�EDFN�XS�VXFK�DQ�DPELWLRQ�

6WXG\LQJ�WKH�GLIIHUHQFH�EHWZHHQ�WKH�:RUOG�%DQN�DQG�6LGD�RQH�PD\�OHDUQ�WKH�IROORZLQJ
OHVVRQ�

,I�D�GRQRU�HQJDJHV�LQ�ILQDQFLDO�DQDO\VLV�RQO\��RU�PDLQO\��LQ�RUGHU�WR
VDWLVI\�WKH�UHTXLUHPHQWV�SRVHG�E\�WKH�2(&'�+HOVLQNL�UXOHV��ZKLFK�IRUELG�FRQFHVVLRQDU\
ILQDQFLQJ�WR�EH�JLYHQ�WR�FRPPHUFLDOO\�YLDEOH�SURMHFWV�EXW�ZKLFK�UHTXLUHV�WKH�SURMHFW�WR
EH�HFRQRPLFDOO\�YLDEOH��D�IDLUO\�PRGHVW�OHYHO�RI�DPELWLRQ�ZLOO�VXIILFH��,I�KRZHYHU�WKH
GRQRU�LV�JHQXLQHO\�LQWHUHVWHG�LQ�WKH�ILQDQFLDO�YLDELOLW\�RI�WKH�GLVWULFW�KHDWLQJ�FRPSDQ\�LQ
RUGHU�WR�KHOS�GHYHORS�LW�LQWR�DQ�LQGHSHQGHQW�HQWUHSUHQHXU��PHUH�ILQDQFLDO�DQG�FDVK�IORZ
DQDO\VLV�ZLOO�QRW�EH�HQRXJK��7KHQ�WKH�GRQRU�DOVR�QHHGV�WR�FDUU\�RXW�DOVR�D�FRQVLGHUDEOH
DPRXQW�RI�LQVWLWXWLRQDO�DQDO\VLV�

(FRQRPLF�SURILWDELOLW\�RI�GLVWULFW�KHDWLQJ�LQYHVWPHQWV
,QWURGXFLQJ�GLVWULFW�KHDWLQJ�LQ�DUHDV�ZKHUH�QRQH�H[LVWHG�EHIRUH�FDQ�EH�H[SHFWHG�WR�EH
KLJKO\�SURILWDEOH�IRU�WKH�FRXQWU\�V�HFRQRP\��7KLV�LV�DOPRVW�D�JHQHUDO�WUXWK�ZKLFK�LV
LQWXLWLYHO\�HDV\�WR�XQGHUVWDQG��IRU�E\�JHQHUDWLQJ�KHDW�LQ�ODUJH�HIILFLHQW�ERLOHUV�WKDW
UHSODFH�D�PXOWLWXGH�RI�VPDOOHU�LQHIILFLHQW�ERLOHUV��YHU\�ODUJH�VDYLQJV�FDQ�EH�UHDOL]HG�LQ
FRDO�FRQVXPSWLRQ��DQG�LQ�UHGXFHG�JDVROLQH�FRQVXPSWLRQ�EHFDXVH�RI�UHGXFHG�QHHG�IRU
WUDQVSRUWDWLRQ�RI�FRDO�DQG�DVKHV�WKURXJK�WKH�FLW\���)XUWKHUPRUH���LQ�WKH�FDVH�ZKHUH�DQ
DOUHDG\�H[LVWLQJ�SRZHU�SODQW�LV�FRQYHUWHG�WR�D�FR�JHQHUDWLRQ�SODQW���WKH�'+�V\VWHP�LQ
HIIHFW�PDNHV�XVH�RI�D�IUHH�UHVRXUFH��QDPHO\�ZDVWH�HQHUJ\��ZKLFK�LQ�WKH�DEVHQFH�RI�D�'+
VROXWLRQ�ZRXOG�EH�MXVW�HPLWWHG�XQXVHG�LQWR�WKH�DLU���$V�D�UHVXOW�WKHUH�DUH�GUDPDWLF

                                          
6 One contributing reason why the economic rate of return,  in DH-projects which make use of an already existing heat
source,  can be dramatically higher than the financial rate of return  could the fact that in the economic analysis the already
existing heat production facility is treated as a sunk cost not a new invewtment. The only addditional expenswees  incurred
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UHGXFWLRQV�DFKLHYHG�LQ�HPLVVLRQV�RI�SROOXWDQWV��DQG�WKH�HFRQRPLF�VDYLQJV�RI�WKH�SURMHFWV
FDQ�EH�H[SHFWHG�WR�EH�HQRUPRXV�

7KHVH�HFRQRPLF�EHQHILWV�DUH�RI�VXFK�PDJQLWXGH�WKDW�WKHLU�HFRQRPLF�SURILWDELOLW\
FDQ�QRW�EH�WKUHDWHQHG�E\�WKH�SURMHFWV�VXIIHULQJ�WKLV�RU�WKDW�WHFKQRORJLFDO�VHW�EDFN�RU
EHFDXVH�LW�LV�LPSOHPHQWHG�ZLWK�RQH�RU�HYHQ�D�IHZ�\HDUV�GHOD\�

7KH�LPSRUWDWLRQ�RI�DGYDQFHG�WHFKQRORJ\�IURP�WKH�:HVW�LV�QRW�D�SUH�FRQGLWLRQ�IRU
DFKLHYLQJ�KLJK�HFRQRPLF�SURILWDELOLW\��DV�LV�VRPHWLPHV�LPSOLHG�E\�VRPH�GRQRU�DJHQFLHV�
7KH�EXON�RI�WKH�GUDPDWLF�HQYLURQPHQWDO�LPSURYHPHQWV�DV�ZHOO�DV�WKH�ODUJH�VDYLQJV�LQ
HQHUJ\�FRQVXPSWLRQ�WKDW�DUH�D�UHVXOW�RI�LQWURGXFLQJ�'+�WR�UHSODFH�D�PXOWLWXGH�RI
LQHIILFLHQW�LQGLYLGXDO�ERLOHUV��ZRXOG�EH�UHDSHG�DOVR�LQ�SURMHFW�UHO\LQJ�H[FOXVLYHO\�RQ
&KLQHVH�WHFKQRORJ\���,PSRUWHG��DGYDQFHG�WHFKQRORJ\�FDQ�PDNH�WKHVH�JDLQV�ELJJHU��EXW
DUH�QRW�D�FRQGLWLRQ�

,PSRUWDQFH�RI�IROORZ�XS�FRQWDFWV�DQG�FRRSHUDWLRQ
$�FORVH�FROODERUDWLRQ�EHWZHHQ�WKH�FOLHQW�DQG�VXSSOLHUV�LV�HVVHQWLDO�LQ�RUGHU�WR�DYRLG�PDQ\
LQVWDQFHV�RI�GLVFRQWHQW�DQG�PLVFRQFHSWLRQV�DQG�PLVXQGHUVWDQGLQJV�
(YHQ�WKRXJK�WKH�6ZHGLVK�HTXLSPHQW�KDV�EHHQ�GHOLYHUHG�DFFRUGLQJ�WR�VFKHGXOH��DQG�DIWHU
LQVWDOODWLRQ�IRXQG�WR�SHUIRUP�EDVLFDOO\�DFFRUGLQJ�WR�SODQ��WKHUH�LV�WRGD\��D�ODUJH�DPRXQW
RI�XQFHUWDLQW\�DQG�VSHFXODWLRQ�JRLQJ�RQ�UHJDUGLQJ�WKH�TXDOLW\�RI�WKH�6ZHGLVK�HTXLSPHQW�
DQG�SHUKDSV�PRUH�LPSRUWDQWO\�UHJDUGLQJ�WKH��UHOHYDQFH�RI�LPSRUWLQJ�WKLV�HTXLSPHQW
LQVWHDG�RI�EX\LQJ�DOWHUQDWLYH�HTXLSPHQW�IURP�WKH�ORFDO�PDUNHW�

7KLV�VWDWH�RI�DIIDLUV�VHHPV�WR�VXJJHVW�WKDW�PRUH�DWWHQWLRQ�VKRXOG�KDYH�EHHQ
GHYRWHG�RQ�SDUW�RI�ERWK�WKH�6ZHGLVK�VXSSOLHUV��DQG�QRW�OHDVW�RI�WKH�GRQRU�6LGD�WR�DIWHU�
LPSOHPHQWDWLRQ�FRQWDFWV�DQG�FRRSHUDWLRQ��$V�LW�LV�WRGD\�LW�DOPRVW�VHHPV�WKDW�D
FRQVLGHUDEOH�SRWHQWLDO�JDLQ�RI�JRRG�ZLOO�IRU�6ZHGLVK�DLG�DQG�IRU�6ZHGLVK�H[SRUW�LQGXVWU\
LV�ORVW�XQQHFHVVDULO\���$V�D�SRVVLEOH�PHDVXUH�ZKLFK�PD\�JR�VRPH�ZD\�WRZDUGV�LPSURYLQJ
WKH�VLWXDWLRQ�LW�LV�SURSRVHG�EHORZ�WKDW�D�IROORZ�XS�VHPLQDU�EH�RUJDQL]HG�IRU
UHSUHVHQWDWLYHV�RI�HQG�XVHUV��VXSSOLHUV��FRQVXOWDQWV��GRQRUV�DQG�UHOHYDQW�&KLQHVH
JRYHUQPHQW�DJHQFLHV�

7KH�OHVVRQ�OHDUQHG�IURP�WKLV�ZRXOG�EH�WKH�IROORZLQJ��,Q�WKH�FDVH�RI�FRQFHVVLRQDU\
ILQDQFLQJ�RI�LQYHVWPHQW�SURMHFWV��ZKHUH�QRUPDOO\�WKH�GRQRU�SDUWLFLSDWHV�DFWLYHO\�RQO\�XS
XQWLO�WKH�ILQDQFLQJ�GHFLVLRQ��LW�FRXOG�VRPHWLPHV�EH�D�JRRG�LGHD�WR�KDYH�D�PRUH�DFWLYH
IROORZ�XS�DFWLYLW\��VWDUWLQJ�DOUHDG\�DW�WKH�WLPH�RI�LPSOHPHQWDWLRQ��DQG�QRW�ZDLWLQJ
VHYHUDO�\HDUV�XQWLO�HYDOXDWLRQ�LV�GXH��7KLV�ZRXOG�VHHP�WR�EH�HVSHFLDOO\�WUXH�LQ�FDVHV�OLNH
WKH�SUHVHQW�RQH��ZKHQ�WKHUH�LV�D�ZKROH�VHULHV�RI�VLPLODU�LQYHVWPHQWV�

                                                                                                                                           
are the connecting costs to the new district heating network and the costs of foregone power production during trhe heating
season plus the house connection costs from the heat substations to individual living quarters.
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0RGLILFDWLRQ�RI�6LGD�V��HQHUJ\�SROLF\
,W�ZDV�IRXQG�DERYH�WKDW�6ZHGHQ�V�GHFLVLRQ�WR�ILQDQFH�GLVWULFW�KHDWLQJ�SURMHFWV�LQ�&KLQD�LV
LQFRPSDWLEOH�ZLWK�RQH�UHTXLUHPHQW�RI��6LGD�V�SROLF\�RQ�DLG�LQ�WKH�ILHOG�RI�HQHUJ\��QDPHO\
WKDW�QR�DLG�VKRXOG�EH�JLYHQ�WR�FRXQWULHV�WKDW�LQFUHDVH�LWV�FRDO�GHSHQGHQF\�
*LYHQ�WKH�ILQGLQJ�E\�WKLV�HYDOXDWLRQ�WKDW�WKHVH�GLVWULFW�KHDWLQJ�SURMHFWV�DUH�KLJKO\

EHQHILFLDO�IRU�WKH�FRXQWU\��DQG�JLYHQ�WKH�IDFW�WKDW��IRU�FRPSHOOLQJ�HFRQRPLF�UHDVRQV��FRDO
ZLOO�UHPDLQ�WKH�RQO\�HFRQRPLFDO�RSWLRQ�IRU�PRVW�RI�&KLQD�V�FLWLHV��LW�LV�UHFRPPHQGHG
WKDW�6LGD�PRGLI\�WKH�WH[W�RI�LWV�HQHUJ\�SROLF\�VR�DV�WR�PDNH�LW�FRPSDWLEOH�ZLWK�IXWXUH
6ZHGLVK�DLG�WR�GLVWULFW�KHDWLQJ�GHYHORSPHQW�LQ�FKLQD�

:UDS�XS�VHPLQDU
6LGD�VKRXOG�FRQVLGHU�WKH�LGHD�RI�DUUDQJLQJ�DQG�ILQDQFLQJ�D�µZUDS�XSµ�VHPLQDU�ZLWK�WKH
SDUWLFLSDWLRQ�RI�WKH�UHVSRQVLEOH�PDQDJHUV�DQG�FKLHI�HQJLQHHUV�IURP�DOO�WKH�ILYH�'+
SURMHFWV��UHSUHVHQWDWLYHV�IURP�WKH�VXSSOLHUV��UHOHYDQW�FRQVXOWDQWV��DQG�IRU�NH\�SHUVRQV
IURP�6LGD�DV�ZHOO�DV�IURP�WKH�&KLQHVH�JRYHUQPHQW��7KLV�ZRXOG�DOORZ�DOO�DFWRUV
FRQFHUQHG�WR�H[FKDQJH�YLHZV�RQ�WKH�H[SHULHQFHV�JDLQHG�DQG��LQVLJKWV�UHFHLYHG��1RW�OHDVW
IRU�WKH�6ZHGLVK�VXSSOLHUV�LW�ZRXOG�EH�XVHIXO�WR�OHDUQ�PRUH�DOO�WKH�VPDOO�PLVWDNH�RQ�KRZ
WR�GHVLJQ�EHWWHU�PRUH�FRPSHWLWLYH�V\VWHPV�LQ�WKH�IXWXUH�

7RGD\�RQH�FDQ�HDVLO\�JHW�WKH�IHHOLQJ�WKDW�WKH��SURMHFWV�KDYH�EHHQ�OHIW�KDQJLQJ�LQ�WKH�DLU
VRPHKRZ��7KH\�KDYH�DOO�EHHQ�ILQLVKHG�ZLWK�JHQHUDOO\�JRRG�UHVXOWV��DQG�HYHQ�WKRXJK�WKH
FOLHQWV�JHQHUDOO\�VHHP�WR�EH�VDWLVILHG�ZLWK�WKH�HVVHQWLDO�SDUWV�RI�WKH�GHOLYHUHG�V\VWHPV�
WKHUH�DUH�LQ�GHHG�TXLWH�D�ODUJH�QXPEHU�RI�VPDOO�WKLQJV�ZKLFK�DUH�QRW�RU�KDYH�DW�VRPH
WLPH�QRW�EHHQ�ZRUNLQJ��,W�LV�QR�H[DJJHUDWLRQ�WR�VD\�WKDW��FRPPXQLFDWLRQ�EHWZHHQ
VXSSOLHUV�DQG�FOLHQWV�KDYH�QRW�EHHQ�HQRXJK��7KLV�LV�QRW�WR�VXJJHVW�WKDW�WKH�6ZHGLVK
VXSSOLHUV��LQ�PRVW�FDVHV��KDYH�QRW�GRQH�ZKDW�RQH�FDQ�UHDVRQDEO\�H[SHFW�WR�VHUYLFH�WKHLU
FOLHQWV��%XW�WKH�ORQJ�GLVWDQFH�EHWZHHQ�6ZHGHQ�DQG�&KLQD��QRW�RQO\�JHRJUDSKLFDOO\��KDV
WDNHQ�LWV�WROO��,Q�HDFK�RI�WKH�ILYH�SURMHFWV�RQH�JHWV�DQ�LPSUHVVLRQ�WKDW�WKHUH�DUH�D�QXPEHU
RI�LVVXHV��SUREOHPV��VPDOO�FRQIXVLRQV�RU�GLVDJUHHPHQWV�ZKLFK�QHHG�WR�EH�WDONHG�DERXW�
7KLV�GRHV�QRW�VHHP�XQQDWXUDO�JLYHQ�WKH�VLWXDWLRQ�DW�KDQG��QRW�RQO\�DUH�WKH�6ZHGLVK
VXSSOLHUV�UHODWLYHO\�LQH[SHULHQFHG�LQ�GRLQJ�EXVLQHVV�LQ�&KLQD��EXW�IRU�DW�OHDVW�VRPH�RI�WKH
FOLHQWV�WKH�FRQWUDFW�ZLWK�WKH�6ZHGHV�ZDV�YLUWXDOO\�WKHLU�ILUVW�DQG�VRPHWLPHV�RQO\�FRQWDFW
ZLWK�D�IRUHLJQ�FRPSDQ\��7KHUH�VHHPV�WR�EH�D�ULVN�WKDW�D�FRQVLGHUDEOH�SRWHQWLDO�JDLQ�RI
JRRG�ZLOO�IRU�6ZHGLVK�DLG�DQG�IRU�6ZHGLVK�H[SRUW�LQGXVWU\�PD\EH�ORVW�XQQHFHVVDULO\�

$�VHPLQDU�IRU�DOO�LQYROYHG�ZRXOG�VHHP�WR�EH�D�YHU\�WLPHO\�IRUXP�IRU�DLULQJ�PDQ\
RXWVWDQGLQJ�VPDOO�LVVXHV��WR�IROORZ�XS�DQG�H[FKDQJH�WKH�YDULRXV�H[SHULHQFHV�DQG�LQVLJKWV
DQG�WKXV�FORVH�WKH�ERRN�RQ�WKLV�ILUVW�JHQHUDWLRQ�RI�FRRSHUDWLRQ�EHWZHHQ�6ZHGHQ�DQG
&KLQD�LQ�WKH�ILHOG�RI�GLVWULFW�+HDWLQJ�
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&RRSHUDWLRQ�ZLWK�WKH�:RUOG�%DQN
,I�6LGD�GHFLGHV�WR�VXSSRUW�GLVWULFW�KHDWLQJ�SURMHFWV�DOVR�LQ�WKH�IXWXUH�LW�LV�LPSHUDWLYH�WKDW
FRRSHUDWLRQ��RU�DW�OHDVW�H[FKDQJH�RI�LQIRUPDWLRQ��EH�WDNHQ�XS�ZLWK�VLPLODU�SURMHFWV
VXSSRUWHG�E\�WKH�:RUOG�%DQN��7KLV�GRHV�QRW�PHDQ�WKDW�WKH\�VKRXOG�VWULYH�WRZDUGV
FRILQDQFLQJ��IRU�WKDW�PD\�SURYH�GLIILFXOW�JLYHQ�WKDW�WKH�%DQN�KDV�PDUNHW�ORDQV�DQG�6LGD
FRQFHVVLRQDU\�FUHGLWV��DQG�EHFDXVH�WKH�REMHFWLYHV�YDU\�VRPHZKDW�EHWZHHQ�WKH�GRQRUV�
7KH�FRRSHUDWLRQ�VKRXOG�PDLQO\�EH�DW�WKH�OHYHO�RI�DQ�DFWLYH�H[FKDQJH�RI�LQIRUPDWLRQ�
7RGD\�V�VLWXDWLRQ��ZKHUH�WKH�WZR�GRQRUV�DUH�DSSDUHQWO\�EDUHO\�DZDUH�RI�WKH�H[LVWHQFH�RI
WKH�RWKHU��LV�FOHDUO\�XQVDWLVIDFWRU\�
(YHQ�WKRXJK�WKH�FRQWHQWV�RI�WKH�SURMHFWV�ZLOO�YDU\�GXH�WR�WKH�EDQNV�HPSKDVLV�RQ
LQVWLWXWLRQDO�GHYHORSPHQW�DQG�6LGD�V�HPSKDVLV�RQ�WKH�HQYLURQPHQW�DQG�HQHUJ\
FRQVHUYDWLRQ�HIIHFWV��LW�LV�REYLRXV�WKDW�WKHUH�PXVW�EH�YHU\�ODUJH�JDLQV�IRU�ERWK�WKH�GRQRUV
LI�WKH\�FDQ�VKDUH�ZKLW�HDFK�RWKHU�DQDO\VLV�FDUULHG�RXW�DQG�H[SHULHQFHV�JDLQHG�

5HSRUWLQJ�REOLJDWLRQ
*LYHQ�WKH�IDFW�WKDW�LQ�QRQH�RI�WKH�ILYH�SURMHFWV�DQ\�RI�WKH�FRQWUDFWLQJ�SDUWLHV�KDYH
FRPSOLHG�ZLWK�WKHLU�FRQWUDFWXDO�REOLJDWLRQ�WR�SURYLGH�6LGD�ZLWK�D�FRPSOHWLRQ�UHSRUW�VL[
PRQWKV�DIWHU�FRPPLVVLRQLQJ�RI�WKH�SURMHFW��DQG�JLYHQ�WKH�IDFW�WKDW�WKLV�VHHPV�WR�EH�WKH
QRUPDO�VWDWH�RI�DIIDLUV�LQ�YLUWXDOO\�HYHU\�FRQFHVVLRQDU\�FUHGLW�JUDQWHG�E\�%,76���LW�LV
UHFRPPHQGHG�WKDW�6LGD�HLWKHU�DEROLVK�WKLV�UXOH�RU��WDNH�LW�VHULRXVO\�E\�DFWXDOO\�VWDUWLQJ�WR
LPSOHPHQW�LW�
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%22)<���

$FNQRZOHGJHPHQWV

,�DP�JUDWHIXO�WR�DOO�WKH�SHUVRQV�OLVWHG�LQ�DQQH[�WZR�IRU�PDNLQJ�WKHPVHOYHV�DYDLODEOH�IRU
LQWHUYLHZV��PHHWLQJV�DV�ZHOO�DV�IRU�YLVLWV�WR�SURMHFW�VLWHV�

7KH�YHU\�LQWHQVLYH�SURJUDP��FRYHULQJ�ILYH�SURMHFWV�LQ�ILYH�GLIIHUHQW�FLWLHV�LQ
WZR�ZHHNV��ZRXOG�QRW�KDYH�EHHQ�SRVVLEOH�ZLWKRXW�WKH�YHU\�IRUWKFRPLQJ�DWWLWXGH�RQ
SDUW�RI�WKH�PDQDJHPHQW�RI�WKH�YDULRXV�GLVWULFW�KHDWLQJ�FRPSDQLHV��DJUHHLQJ�WR�PHHW
DOVR�RQ�6XQGD\V���QRU�ZLWKRXW�WKH�ORJLVWLFV�PDQDJHG�E\�0U�;LQJ�;LDR�0LQJ���'HSXW\
FKLHI�LQ�02)7(&��0LQLVWU\�RI�)RUHLJQ�7UDGH�DQG�(FRQRPLF�&RRSHUDWLRQ��$OVR�WKH
DVVLVWDQFH�JLYHQ�WR�PH�E\�WKH�6ZHGLVK�(PEDVV\�ZDV�YDOXDEOH�

�6SHFLDO�WKDQNV�DUH�GXH�0V�6RILD�(ULFVVRQ��RI�WKH�6ZHGLVK�(PEDVV\�DQG
'DZQ�9HUPLO\D��RI�WKH�%HLMLQJ�:RUOG�%DQN�RIILFH�IRU�VKDULQJ�WKHUH�NQRZOHGJH�DERXW
GHYHORSPHQW�LQ�&KLQD���DQG�0U�2OD�6DKOHQ��RI�6LGD�6WRFNKROP�IRU�IDFLOLWDWLQJ�DFFHVV
WR�WKH�ILOHV��IRU�SURYLGLQJ�H[SHUW�NQRZOHGJH�DQG�IRU�JLYHQ�YDOXDEOH�FRPPHQWV�WR�D
GUDIW�UHSRUW�

)LQDOO\��,�ZLVK�WR�H[SUHVV�P\�VLQFHUHVW�WKDQNV�WR�WKH�RIILFHUV�RI�WKH�GLVWULFW
KHDWLQJ�FRPSDQLHV��DV�ZHOO�DV�WR�WKH�UHSUHVHQWDWLYHV�RI�WKH�UHVSHFWLYH�ORFDO
JRYHUQPHQWV�LQ�-LDPXVL��)XVKXQ��'DOLDQ��6KLMLD]KXDQJ�DQG�7DL\XDQ�IRU�WKHLU
IDQWDVWLF�KRVSLWDOLW\�DQG��JHQHURVLW\�LQ�UHFHLYLQJ�PH�DV�WKHLU�JXHVW�
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'DOLDQ��/LDRQLQJ�3URYLQFH

'DOLDQ�7KHUPDO�3RZHU�*URXS�&RPSDQ\��'73*&

'D�=KHQ�<D 'HSXW\�FKLHI�(QJLQHHU
-DFO\QH 7UDQVODWRU
/L�7RQJ�<DQ 'HSDUWPHQW�RI�+HDWLQJ�1HWZRUN��(QJLQHHU
/L�<RQJ�-LX 9LFH�*HQHUDO�0DQDJHU��'LUHFWRU
6XQ�6KX�=L 9LFH�0DQDJHU
:DQJ�=KL�-LH +HDG�RI�6XEVWDWLRQ
=KDQJ�=KHQ�4LDQJ 'HSDUWPHQW�RI�6HFXULW\�DQG�(GXFDWLRQ

'DOLDQ�0XQLFLSDO�&RPPLVVLRQ�RI�IRUHLJQ�(FRQRPLF�5HODWLRQV�DQG�7UDGH

1HH�+�%��&DWKHULQH 7UDQVODWRU
6KLMLH�/HH )RUHLJQ�/LDLVRQ�2IILFHU��WUDQVODWRU
:DQJ�<DQKXL 9LFH�'LUHFWRU
=KDR�=KHQ 'LYLVLRQ�&KLHI�DQG�6HFUHWDU\�*HQHUDO�RI�'DOLDQ�

,QWHUQDWLRQDO�7HFKQRORJ\�DQG�7UDGH�$VVRFLDWLRQ

7DL\XDQ��6KDQ[L�3URYLQFH

7DL�<XDQ�+HDWLQJ�3RZHU�&RPSDQ\

&XL�+XLSLQJ 3ODQQLQJ�'HSDUWPHQW
)DQ�0LQ +HDWLQJ�(QJLQHHU
+DR�*XL�:HQ *HQHUDO�6HFUHWDU\
/L�;LDR]KRQJ )LQDQFLDO�'HSDUWPHQW
0RX�/LSHQJ 6XEVWDWLRQ��1R������2SHUDWRU
<LQ�;LQJOL 6XEVWDWLRQ��1R����D��2SHUDWRU
=KDQJ�'LQJVKDQ *HQHUDO�0DQDJHU
=KDQJ�-LDQZHL &KLHI�(QJLQHHU
=KDQJ�;LDR�<DQ &RQWURO�(QJLQHHU
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7DL\XDQ�IRUHLJQ�(FRQRPLF�5HODWLRQV�	�7UDGH�&RPPLVVLRQ

0D�-LDQ�3LQJ 9LFH�'LYLVLRQ�FKLHI�(QJLQHHU
7DQJ�=KHQJ�%DR 9LFH�'LUHFWRU

6KLMLD]KXDQJ��+HEHL�SURYLQFH

6KLMLD]KXDQJ�&RJHQHUDWLRQ��3RZHU�	�*DV�(QWHUSULVHV�*URXS�&RPSDQ\

)HQJ�6KLIHQJ 9LFH�0DQDJHU�RI�SODQW
*XR�<LQJKXD &KLHI�(QJLQHHU�DQG�9LFH�'LUHFWRU�WKH�'HVLJQ�,QVWLWXWH
+DR�-LDQTLDQJ 9LFH�0DQDJHU�RI�SODQW
-LDQ�+XL[LQJ 9LFH�0DQDJHU�RI�SODQW
/L�-LQJ[LQJ 0DQDJHU�RI�9DQGLPLH�3ODQW
/L�6KX\LQJ 'LUHFWRU�RI�ILQDQFLDO�'HSDUWPHQW
/L�;LDQJGRQJ 9LFH�*HQHUDO�0DQDJHU
<X�/L[LDQJ 6HQLRU�(QJLQHHU��'HVLJQ�,QVWLWXWH
:DQJ�0HQJKRQJ
=KDQJ�+XL\RQJ 'LUHFWRU�RI�3URGXFWLRQ�DQG�7HFKQLFDO�'HSDUWPHQW
;LQJ�0HQJ�;LDQJ (QJLQHHU��7HFKQRORJ\�'HYHORSPHQW�'HSDUWPHQW�
7UDQVODWRU

,QGHSHQGHQW�6XEVWDWLRQ

/LX�%LQJ 0DQDJHU�RI�7HFKQRORJ\�GHSDUWPHQW
7DQ�+RQJMLH 6XE�VWDWLRQ�FKLHI��$VVLVWDQW�(QJLQHHU

)RUHLJQ�7UDGH�DQG�(FRQRPLF�FRRSHUDWLYH�'HSDUWPHQW�RI�+HEHL�3URYLQFH

/L�;LDR�)HQJ 'HSXW\�'LUHFWRU
&RX�)HQ�'LQJ 'HSXW\�'LUHFWRU
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-LDPXVL��+HLORQJ-LDQJ�3URYLQFH

-LDPXVL�&LW\�+HDWLQJ�3RZHU�&RPSDQ\

'RQJ�&KRQJ�$Q 0DQDJHU��&RQWURO�DQG�&RPPXQLFDWLRQV�'HSDUWPHQW
/XDQ�*XDQJ�4LQJ 2IILFH�'LUHFWRU��3ROLWLFDO�(QJLQHHU
<DQ�-L�;LDQJ *HQHUDO�0DQDJHU��6HQLRU�(QJLQHHU
=KDQJ�0LQJ�&KXQ 9LFH�*HQHUDO�0DQDJHU��(QJLQHHU
=KX�4LQJ�%LQ 9LFH�*HQHUDO�0DQDJHU��&KLHI�(QJLQHHU

+HLORQJMLDQJ�3URYLQFLDO��'HSDUWPHQW�RI�)RUHLJQ�7UDGH�DQG�(FRQRPLF�&RRSHUDWLRQ

/L�/H�<X 3URJUDP�2IILFHU

)XVKXQ��/LDRQLQJ�3URYLQFH

)XVKXQ�+HDW�DQG�3RZHU�&RPSDQ\��)+3&

0HQJ�-LH 6HQLRU�(QJLQHHU��'LUHFWRU�RI�7HFKQLFDO�6HUYLFHV
=KDQJ�:HQFKDR *HQHUDO�0DQDJHU
=KDQJ�=XR�0LQJ 9LFH�0DQDJHU
=KX�<RQJ�-LDQ &KLHI�(QJLQHHU��9LFH�*HQHUDO�0DQDJHU

)XVKXQ�8QLYHUVLW\��'HSDUWPHQW�RI�$SSOLHG�FKHPLVWU\�DQG�)XVKXQ�3HWUROHXP
,QVWLWXWH

/LX�*XRPLQ $VVRFLDWH�3URIHVVRU�RI�FKHPLVWU\��7UDQVODWRU

/LDRQLQJ�3URYLQFLDO�%XUHDX�RI�)RUHLJQ�7UDGH�DQG�(FRQRPLF�&RRSHUDWLRQ
:DQJ�6KRX�*XDQ �9LFH�'LUHFWRU

)XVKXQ�)RUHLJQ�7UDGH�	�(FRQRPLF�&RRSHUDWLRQ�&RPPLWWHH

=KDR�6KX 9LFH�'LUHFWRU
=RX�5RQJ 'LUHFWRU
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3HRSOH�V�*RYHUQPHQW�RI�)XVKXQ�0XQLFLSDOLW\

:HL�'RQJ�3LQJ 9LFH�0D\RU

02)7(&��0LQLVWU\�RI�)RUHLJQ�7UDGH�DQG�(FRQRPLF�&RRSHUDWLRQ

;LQJ�;LDR�0LQJ )RUHLJQ�)LQDQFLQJ�$GPLQLVWUDWLRQ��'HSXW\�FKLHI

6ZHGLVK�(PEDVV\�LQ�%HLMLQJ

(ULFVVRQ��6RILD 3URJUDPPH�2IILFHU��6LGD�
$QQHOLQJ�.MHOO $PEDVVDGRU

:RUOG�%DQN��%HLMLQJ�2IILFH

9HUPLO\D��'DZQ )LQDQFLDO�$QDO\VW�8UEDQ�'HYHORSPHQW�VHFWRU�8QLW
3ODQW��*HRUJ 3URJUDPPH�2IILFHU
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%22)<������0MWX�SJ�6IJIVIRGIW

*(1(5$/��'2&80(176

6ZHGLVK�,QWHUQDWLRQDO�GHYHORSPHQW�FRRSHUDWLRQ�$JHQF\��6LGD�
��(NRQRPLVNW�6DPDUEHWH��5DSSRUW�IUnQ�6LGDV�I|UV|NVYHUNVDPKHW���0HPRUDQGXP�GDWHG�0DUFK����
����
��3URPRWLQJ�*HQGHU�(TXDOLW\�LQ�&KLQD���$�EDFNJURXQG�3DSHU�IRU�6LGD���&RQVXOWDQWV�UHSRUW
FRPPLVVLRQHG�E\�6LGD�E\�/LVD�6WHDUQV��0D\�����
��)UlPMDQGH�DY�MlPVWlOOGKHW�PHOODQ�.YLQQRU�RFK�0lQ�L�.LQD���0HPRUDQGXP�E\�$JQHWD
+DOOGH�Q��0D\���������
��(QYLURQPHQW�DQG�'HYHORSPHQW�LQ�&KLQD��$�IUDPHZRUN�IRU�6LQR�6ZHGLVK�(QYLURQPHQWDO�GHYHORSPHQW
&RRSHUDWLRQ���5HSRUW�E\�D�6LGD�WDVN�IRUFH�OHG�E\�-RKDQ�+ROPEHUJ��0D\�����
��.LQDV�0LOM|SUREOHP���YLOND�lU�GH"�9DG�J|U�DQGUD�OlQGHU�I|U�DWW�KMlOSD�RFK�YDG�NDQ�6YHULJH�J|UD"�
&RQVXOWDQWV�UHSRUW�FRPPLVVLRQHG�E\�6LGD�E\�$UQH�-HUQO|Y�HW�DOLD��GDWHG
��5HVXOWDWDQDO\V�.LQD���3ROLF\�0HPRUDQGXP�E\�WKH�$VLD�'HSDUWPHQW��GDWHG�6HSWHPEHU
����
��&KHFN�OLVW�4XHVWLRQQDLUH�IRU�'LVWULFW�KHDWLQJ�3URMHFWV���,QWHUQDO�PHPRUDQGXP�E\�2OOH
+ROPHUW]�GDWHG�6HSWHPEHU��������
��3URPHPRULD�DYVHHQGH�X�NUHGLWEHUHGQLQJ�Sn�.LQD���LQWHUQDO�PHPRUDQGXP�E\�2OOH�+ROPHUW]�
GDWHG�1RYHPEHU��������
��1RWHU�IUnQ�P|WH�PHG�0DOPEHUJV�2FK�(PLO�/XQGEHUJV�GHQ���PDUV�DQJnHQGH�.LQD��,QWHUQDO
PHPRUDQGXP�E\�2OOH�+ROPHUW]��GDWHG�0DUFK���������
��6\QSXQNWV�30���,QWHUQDO�PHPRUDQGXP�E\�2OOH�+ROPHUW]�GDWHG�0DUFK���������

6ZHGLVK�(PEDVV\�LQ�%HLMLQJ�GRFXPHQWV
��+nOOEDU�8WYHFNOLQJ�L�.LQD���0HPRUDQGXP��E\�6RILD�(ULFVVRQ��GDWHG�$SULO��������
��.LQD�������DY�9lUOGHQV�$UEHWVNUDIW���PHPRUDQGXP��GDWHG�PDUFK���������
��.LQHVLVN�HNRQRPL�RFK�XWYlUGHULQJ�DY�SROLWLNHQ���PHPRUDQGXP�GDWHG�-DQXDU\���������
��62(�UHIRUPHQ�Sn�6SDUOnJD"�0RWVlJHOVHIXOOD�LQIO\WDQGHQ�L�GHQ�6\GRVWDVLVWLVND�ILQDQVNULVHQV�VSnU�
PHPRUDQGXP�E\�1LQQD�5|VL|��GDWHG�-DQXDU\��������
��.LQD�RFK�ILQDQVNULVHQ�L�2VW��RFK�6\GRVWDVLHQ���PHPRUDQGXP�E\�-|UJHQ�+DOGLQ��GDWHG
-DQXDU\���������

:RUOG�%DQN�GRFXPHQWV�
�&KLQD�������'HYHORSPHQW�FKDOOHQJHV�LQ�WKH�1HZ�&HQWXU\���ZRUOG�%DQN��6HSWHPEHU���������
��3URMHFW�$SSUDLVDO�'RFXPHQW�RQ�D�SURSRVHG�ORDQ�LQ�WKH�DPRXQW�RI����086'�DQG�D�SURSRVHG�*()
JUDQW�RI�086'���HTXLYDOHQW�WR�WKH�3HRSOH�V�5HSXEOLF�RI�&KLQD�IRU�DQ�(QHUJ\�FRQVHUYDWLRQ�/RDQµ�
'RFXPHQW�RI�WKH�ZRUOG�%DQN��)HEUXDU\�����������5HSRUW�QR�������&+$
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��6WDII�$SSUDLVDO�5HSRUW�&KLQD��:DLJDRTXDR�7KHUPDO�3RZHU�SURMHFW��'RFXPHQW��RI�WKH�ZRUOG
%DQN�0D\�����������5HSRUW�12�������&+$
��&KLQD���3RZHU�6HFWRU�5HJXODWLRQ�LQ�D�6RFLDOLVW�0DUNHW�(FRQRP\µ���:RUOG�%DQN�GLVFXVVLRQ�3DSHU
1R������GDWHG��"
��&KLQD�V�0DQDJHPHQW�RI�(QWHUSULVH�DVVHWV��7KH�VWDWH�DV�VKDUHKROGHUµ��5HSRUW�1R�������&+$�
-XQH��������
��&KLQD�&RXQWU\�$VVLVWDQFH�6WUDWHJ\��5HSRUW�1R�5�������,'$�5�������)HEUXDU\���������
��&KLQD�������&OHDU�:DWHU��%OXH�6NLHV���&KLQD�V�HQYLURQPHQW�LQ�WKH�QHZ�&HQWXU\���:RUOG�%DQN�
:DVKLQJWRQ������"�
��6WDII�DSSUDLVDO�5HSRUW�&KLQD��6KDQGRQJ�(QYLURQPHQW�3URMHFW���5HSRUW�1R�������&+$��GDWHG
6HSWHPEHU���������
��6WDII�$SSUDLVDO�UHSRUW�&KLQD��/LDRQLQJ�(QYLURQPHQW�3URMHFW��5HSRUW�1R�������&+$��GDWHG
-XO\��������
��6WDII�$SSUDLVDO�5HSRUW�&KLQD��%HLMLQJ�(QYLURQPHQW�3URMHFW��5HSRUW�1R������&+$��GDWHG
2FWREHU���������

$VLDQ�GHYHORSPHQW�%DQN�
��3HRSOH�V�5HSXEOLF�RI�&KLQD�FRXQWU\�(FRQRPLF�5HYLHZ���5HSRUW�1R�,1���������$XJXVW���������

2WKHU�VRXUFHV�
��(QYLURQPHQWDO�DFWLRQ�3ODQ�RI�&KLQD������������3DUW�����5HSRUW�SUHSDUHG�E\�WKH�&KLQHVH
*RYHUQPHQW��GDWHG�%HLMLQJ�����
��&KLQD�V�(QYLURQPHQWDO�FULVLV���$�QDWLRQDO�LQTXLU\�LQWR�WKH�OLPLWV�RI�1DWLRQDO�GHYHORSPHQWµ���UHSRUW
E\�9DFODY�6PLO��GDWHG�1HZ�<RUN�����
��6ZHGLVK�WHFKQRORJ\�DQG�VHUYLFHV�LQ�WKH�(QHUJ\�ILHOG���UHSRUW�LVVXHG�E\�WKH�6ZHGLVK�GLVWULFW
+HDWLQJ�$VVRFLDWLRQ��6WRFNKROP������"
��(.1�V�ODQGEHG|PQLQJ�2FK�SROLF\��KHPOLJ����(.1��7KH�6ZHGLVK�([SRUW�&UHGLWV�*XDUDQWHH
ERDUG��GDWHG�0D\���������
��5HJLRQDO�JHQRPJnQJ�$VLHQ���0HPRUDQGXP�E\�(.1��7KH�6ZHGLVK�([SRUW�&UHGLWV
*XDUDQWHH�ERDUG���GDWHG�$SULO���������
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352-(&7��'2&80(176

'DOLDQ�'LVWULFW�+HDWLQJ�SURMHFW
��3URSRVDO�RI�FRQFHQWUDWLRQ�+HDWLQJ�(QJLQHHULQJ�3URMHFW�RI�=KRQJVKDQ�GLVWULFW��'DOLDQ��5HSRUW�LVVXHG
E\�'DOLDQ�7KHUPDO�3RZHU�&RPSDQ\��'HFHPEHU���������
��$SSUDLVDO�5HSRUW��'LVWULFW�+HDWLQJ�3URMHFW�LQ�'DOLDQ�&LW\�RI�/LDRQLQJ�3URYLQFH�3HRSOH�V�5HSXEOLF�RI
&KLQD���5HSRUW�SUHSDUHG�IRU�%,76�E\�%M|UQ�$QGHUVVRQ�DQG�6WHQ�7KRPVVRQ��6WRFNKROP
'HFHPEHU�����
��µ7KH�,QWURGXFWLRQ�IRU�'DOLDQ�GLVWULFW�+HDWLQJ�3URMHFW�XVLQJ�6ZHGHQ�*RYHUQPHQW�ORDQ�WR�LQWURGXFH
6ZHGLVK�HTXLSPHQWVµ���5HSRUW�E\�'DOLDQ�7KHUPDO�3RZHU�*URXS�FRPSDQ\��$SULO�����
��5HSRUW�RI�)HDVLELOLW\�6WXG\�IRU�'LVWULFW�+HDWLQJ�(QJLQHHULQJ�LQ�=KRQJVKDQ�GLVWULFW���'DOLDQµ���E\
&KLQD�'DOLDQ�%XLOGLQJ�'HVLJQ�,QVWLWXWH��6HSWHPEHU�����
��µ'DOLDQ�'LVWULFW�+HDWLQJ�3URMHFW�3URFHVV�5HSRUW�µ��E\�'DOLDQ�7KHUPDO�3RZHU�*URXS
FRPSDQ\��0DUFK�����
��%HVOXWVSURPHPRULD�%,76�����������GDWHG�6WRFNKROP�����������

7DL\XDQ�'LVWULFW�+HDWLQJ�SURMHFW
��)HDVLELOLW\�RI�VWXG\�RQ�,PSRUW�RI�(TXLSPHQW�IRU�7DL\XDQ�'LVWULFW�+HDWLQJ���UHSRUW�LVVXHG�E\�WKH
7DL\XDQ�+HDW�3RZHU�FRPSDQ\��GDWHG�2FWREHU���������
��3URSRVDO�RI�FRRSHUDWLRQ���GRFXPHQW�LVVXHG�E\�WKH�7DL\XDQ�+HDWLQJ�3RZHU�FRPSDQ\��GDWHG
-XQH���������
��%,76�'HFLVLRQ�0HPRUDQGXP�1R�����������GDWHG�6WRFNKROP�����������
��$SSUDLVDO�5HSRUW��'LVWULFW�+HDWLQJ�3URMHFW�LQ�7DL\XDQ�FLW\�RI�6KDQ[L�3URYLQFH�3HRSOH�V�5HSXEOLF�RI
&KLQD���5HSRUW�SUHSDUHG�IRU�%,76�E\�%M|UQ�$QGHUVVRQ�DQG�.DUO�2ORY�*DXQLW]�
6WRFNKROP�-XQH�����
��µ5HSRUW�RI�)HDVLELOLW\�6WXG\�IRU�,PSRUWLQJ�(TXLSPHQW�LQ�7DL\XDQ�'LVWULFW�+HDWLQJ�3URMHFWµ���5HSRUW
SUHSDUHG�E\�WKH�7DL\XDQ�+HDWLQJ�3RZHU�(QJLQHHULQJ�,QVWLWXWH��7DL\XDQ�$XJXVW����
����
��$SSUDLVDO�5HSRUW�IRU�)LQQLVK�2(&'�&RQVHQVXV�1RWLILFDWLRQ���6)�������UHJDUGLQJ�(TXLSPHQW�DQG
6HUYLFHV�IRU�WKH�7DL\XDQ�'LVWULFW�+HDWLQJ�3URMHFW���+HOVLQNL�����
��7DL\XDQ�3RZHU�3ODQW�1R����GLVWULFW�+HDWLQJ�3URMHFW���7HNQLVN�*UDQVNQLQJ�RFK�EHG|PQLQJ�
&RQVXOWDQF\�UHSRUW�FRPPLVVLRQHG�E\�6LGD�E\�6WHQ�7KRPVVRQ��GDWHG�2FWREHU���������
��.RPPHQWDUHU�2FK�V\QSXQNWHU�Sn�NRQWUDNW�I|U�7DL\XDQ�'LVWULFW�+HDWLQJ�SURMHFW��FRQVXOWDQF\�UHSRUW
FRPPLVVLRQHG�E\�6LGD�E\�6WHQ�7KRPVVRQ��GDWHG��"�������
��5HSRUW�RQ�)LQQLVK�VXSSRUWHG�'LVWULFW�+HDWLQJ�SURMHFW�LQ�7DL\XDQ���&RQVXOWDQF\�UHSRUW
FRPPLVVLRQHG�E\�)LQQLGD��E\�(.212��GDWHG�2FWREHU���������
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6KLMLD]KXDQJ��'LVWULFW�+HDWLQJ�SURMHFW
��7KH�/HWWHU�RI�3URSRVDO�IRU�FHQWUDO�+HDWLQJ�3URMHFW�LQ�1RUWK�:HVW�DUHD�RI�6KLMLD]KXDQJ�&LW\���UHSRUW
LVVXHG�E\�WKH�6KLMLD]KXDQJ�7KHUPDO�SRZHU�FRPSDQ\��GDWHG�$SULO�����
�µ5HYLHZ�RI�WKH�:DQOLPLDR�&HQWUDOL]HG�+HDWLQJ�6WDWLRQ�DQG�2XWZDUG�1HWZRUN�LQ�6KLMLD]KXDQJ��&KLQD
IRU�SRWHQWLDO�6ZHGLVK�&UHGLWVµ���$SSUDLVDO�FRPPLVVLRQHG�E\�%,76�FDUULHG�RXW�E\�%M|UQ
$QGHUVVRQ�ZLWK�FRRSHUDWLRQ�RI�2OOH�+ROPHUW]�RI�%,76�DQG�%M|UQ�$QGHUVVRQ�RI�$,(.$
+%���6WRFNKROP�1RYHPEHU�������5HYLVHG�$SULO������
��%,76�'HFLVLRQ�0HPRUDQGXP��1R������������GDWHG�6WRFNKROP�����������

-LDPXVL�'LVWULFW�+HDWLQJ�SURMHFW
��5HYLHZ�RI�WKH�-LDPXVL�'LVWULFW�+HDWLQJ�SURMHFW��&KLQD�IRU�SRWHQWLDO�6ZHGLVK�FUHGLWV�
$SSUDLVDO�FRPPLVVLRQHG�E\�%,76�FDUULHG�RXW�E\�%M|UQ�$QGHUVVRQ�DQG�%LUJHU
$EUDKDPVVRQ�ZLWK�FRRSHUDWLRQ�RI�2OOH�+ROPHUW]�RI�%,76�DQG�%M|UQ�$QGHUVVRQ�RI
$,(.$�+%���6WRFNKROP�'HFHPEHU�����
��8QWLWOHG�UHSRUW�UHJDUGLQJ�SURJUHVV�DQG�LPSOHPHQWDWLRQ�SURYLGHG�E\�WKH�-'+&�RQ
$SULO�����
��%,76�'HFLVLRQ�0HPRUDQGXP��1R������������GDWHG�6WRFNKROP�����������

)XVKXQ�'LVWULFW�+HDWLQJ�SURMHFW
��5HYLHZ�RI�WKH�)XVKXQ�0LGGOH�DUHD�'LVWULFW�+HDWLQJ�3URMHFW��&KLQD�IRU�3RWHQWLDO�6ZHGLVK�FUHGLWV�
$SSUDLVDO�FRPPLVVLRQHG�E\�%,76�FDUULHG�RXW�E\�%M|UQ�$QGHUVVRQ�DQG�%LUJHU
$EUDKDPVVRQ�ZLWK�FRRSHUDWLRQ�RI�2OOH�+ROPHUW]�RI�%,76�DQG�%M|UQ�$QGHUVVRQ�RI
$,(.$�+%���6WRFNKROP�'HFHPEHU�����
��%,76�'HFLVLRQ�0HPRUDQGXP��1R������������GDWHG�6WRFNKROP�����������
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%22)<������8)617�3*�6)*)6)2')�

IRU�WKH�(9$/8$7,21��2)�),9(��',675,&7��+($7,1*��,19(670(17
352-(&76��,1��&+,1$��3$57��),1$1&('��%<��%,76
&21&(66,21$5<�&5(',76

%DFNJURXQG
'XULQJ������DQG������%,76�GHFLGHG�WR�JUDQW�FRQFHVVLRQDU\�FUHGLWV�LQ�VXSSRUW�RI�ILYH
'LVWULFW�+HDWLQJ��LQYHVWPHQWV�LQ�&KLQD��ZKLFK�DUH�QRZ�WR�EH�HYDOXDWHG��7KH
LQYHVWPHQWV�FRQFHUQHG�WKH�IROORZLQJ�SURMHFWV�

�� 'LVWULFW�+HDWLQJ�SURMHFW�LQ�'DOLDQ
�� 'LVWULFW�+HDWLQJ�SURMHFW�LQ�7DL\XDQ
�� 'LVWULFW�+HDWLQJ�LQ�6KLMLD]KXDQJ
�� 'LVWULFW�+HDWLQJ�LQ�-LDPXVL
� 'LVWULFW�+HDWLQJ�LQ�)XVKXQ

7KH�WRWDO�DPRXQW�RI�FRQFHVVLRQDU\�FUHGLW�JUDQWHG�WR�WKHVH�ILYH�SURMHFWV�ZDV�DSS�����
06(.�ZLWK�D�FRVW�WR�WKH�6ZHGLVK�DLG�EXGJHW�RI�DSS�����06(.
7KH�JHQHUDO�SXUSRVH�RI�WKH�SURMHFWV�ZDV�WR�H[SDQG�WKH�GLVWULFW�KHDWLQJ�QHWZRUN�ZKLFK
PHDQV�FRQQHFWLQJ�DGGLWLRQDO�EXLOGLQJ�DUHD�WR�WKH�FHQWUDO�KHDW�QHWZRUN�WKXV�UHSODFLQJ
PDQ\�VPDOOHU�VFDWWHUHG�ERLOHUV��7KH�H[SHFWHG�UHVXOWV�IURP�WKH�SURMHFWV�ZHUH�ODUJH
VDYLQJV�LQ�HQHUJ\�FRQVXPHG��DV�ZHOO�DV�YHU\�ODUJH�UHGXFWLRQV�LQ�HPLVVLRQV�RI
SROOXWDQWV�LQ�WKH�FLWLHV�

$OWKRXJK�WKH�FRQWHQWV�DQG�WKH�REMHFWLYHV�YDU\�EHWZHHQ�WKH�ILYH�SURMHFWV��WKH�PDLQ
REMHFWLYHV�RI�DOO�ZHUH�WR

��VDYH�HQHUJ\�E\�HQKDQFLQJ�HIILFLHQF\�LQ�KHDW�DQG�SRZHU�JHQHUDWLRQ��DQG�WR
��UHGXFH�HQYLURQPHQWDO�SROOXWLRQ

7KH�6ZHGLVK�ILQDQFLQJ�ZDV�PHDQW�WR�FRYHU�WKH�LPSRUW�FRQWUDFWV�ZLWK�GLIIHUHQW
6ZHGLVK�VXSSOLHUV�RI�GLVWULFW�KHDWLQJ�HTXLSPHQW��7KH�FRPSRVLWLRQ�RI�GLIIHUHQW�W\SH�RI
HTXLSPHQW�YDULHG�EHWZHHQ�WKH�GLIIHUHQW�SURMHFWV�EXW�FRYHUHG�LPSRUWV�IURP�6ZHGHQ�RI
PDLQO\

                                          
7 The terms-of-reference reproduced here does not correspond exactly to the terms-of-reference attached to the formal
decision to evaluate taken by Sida. The reason is this: The Sida decison, was taken in two installments each covering
parts of the total scope of work and also including a project from a diifferent sector. Therefore, for the conveneience of
the reader, we have reconstructied a terms-of-reference applicable to the five DH heating projects, and in doing so,  we
are reperesenting exactly  and fully  the contents and the purpose of the assigm´nment given by Sida.
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��KHDW�H[FKDQJHUV�IRU�VXE�VWDWLRQV
��VKXW�RII�YDOYHV��UHJXODWLQJ�YDOYHV�
��FLUFXODWLRQ�SXPSV�
��IORZ�PHWUHV
��SUHIDEULFDWHG�LQVXODWHG�SLSHV
��KDUGZDUH�DQG�VRIWZDUH�SURGXFWV�IRU�D�FRPSXWHU�PRQLWRULQJ�V\VWHP�
��LQVWDOODWLRQV�VXSHUYLVLRQ
��GRFXPHQWDWLRQ
��WUDLQLQJ

2QH�RI�WKH�SRLQWV�QRWHG�E\�%,76�ZKHQ�GHFLGLQJ�WR�DSSURYH�WKH�ILQDQFLQJ�ZDV�WKDW
WKH�SURMHFW�E\�WKH�&KLQHVH�DXWKRULWLHV�ZDV�VHHQ�DV�D�GHPRQVWUDWLRQ�SURMHFW�LQ�VR�IDU
WKDW�LW�ZRXOG�VKRZ�WR�ZKDW�H[WHQW�DGYDQFHG�ZHVWHUQ�WHFKQRORJ\�FRXOG�EH�XVHG
DORQJVLGH�ZLWK�&KLQHVH�NQRZ�KRZ�DQG�HTXLSPHQW�LQ�RUGHU�WR�PRGHUQL]H�&KLQD�V
PXQLFLSDO�DQG�RWKHU�KHDWLQJ�V\VWHPV��7KH�OHVVRQV�IURP�WKH�SURMHFW�ZRXOG�EH
LQFRUSRUDWHG�LQWR�IXWXUH�&KLQHVH�GLVWULFW�KHDWLQJ�SODQQLQJ�DQG�HTXLSPHQW
VWDQGDUGL]DWLRQ�

7KH�FLWLHV��ZKHUH�WKH�SURMHFWV�DUH�ORFDWHG�EHORQJ�WR�WKH�PRVW�SROOXWHG�FLWLHV�LQ
&KLQD���DQG�D�GLUHFW�FRUUHODWLRQ�KDG�EHHQ�IRXQG�EHWZHHQ�DLU�SROOXWLRQ�OHYHOV�DQG
KRVSLWDOL]DWLRQ�IRU�UHVSLUDWRU\�DQG�RWKHU�GLVHDVHV�

$FFRUGLQJ�WR�DSSUDLVDOV�WKH�SURMHFWV�ZRXOG�KDYH�HQRUPRXV�HFRQRPLF�EHQHILWV
IRU�&KLQD��,I�&KLQD�KDG�WKH�VDPH�WD[�OHYLHV�RQ�HPLVVLRQ�RI�VXOIXU�DQG�&2��DV
6ZHGHQ��WKHQ�WKH�WRWDO�VDYLQJV�H[SHFWHG�WR�EH�UHDOL]HG�LQ�RQO\�RQH�RI�WKH�SURMHFWV
ZRXOG�DPRXQW�WR�VRPH�����06(.�

5HDVRQV�IRU�HYDOXDWLRQ
)LUVWO\���QRQH�RI�WKH�SURMHFWV��ZKLFK�KDYH�DOO�EHHQ�FRPSOHWHG��KDV�EHHQ

HYDOXDWHG��$FFRUGLQJ�WR�6LGD�V�HYDOXDWLRQ�SROLF\�D�ILQDO�HYDOXDWLRQ�LV�WKHUHIRUH�GXH�
6HFRQGO\���DFFRUGLQJ�WR�WKH�%,76�SURMHFW�SUHSDUDWLRQ�GRFXPHQWV��WKH�SURMHFWV�

LQ�YDU\LQJ�GHJUHH��ZHUH�VHHQ�DV�LPSRUWDQW�GHPRQVWUDWLRQ�FDVHV��DQG�ODUJH�H[SHFWDWLRQV
ZHUH�UDLVHG�ZLWK�UHVSHFW�WR�WKHLU�RXWFRPHV�

6LGD�KDV�WRGD\�QR�LQIRUPDWLRQ�ZKDWVRHYHU�RQ�WKH�RXWFRPHV�RI�WKHVH�SURMHFWV�
QRU�ZLWK�UHVSHFW�WR�WKHLU�LPSOHPHQWDWLRQ�RU�WKHLU�RXWSXWV��1RU�GRHV�6LGD�KDYH�DQ\
LQVLJKW�LQWR�WKH�H[WHQW��WR�ZKLFK�WKH�PDLQ�REMHFWLYHV�KDYH�EHHQ�UHDFKHG�

7\SH�RI�HYDOXDWLRQ
)ROORZLQJ�6LGD�V�QRUPDO�OHYHO�RI�DPELWLRQ�WKH�LQYHVWPHQWV�ILQDQFHG�E\�6ZHGHQ
VKRXOG�EH�VXEMHFWHG�WR�D�FRPSUHKHQVLYH��H[�SRVW�HYDOXDWLRQ��FRPSUHKHQVLYH�PHDQLQJ
WKDW�LW�VKRXOG�FRYHU�QRW�RQO\�DOO�OHYHOV�RI�WKH�SURMHFWV�V�JRDO�KLHUDUFKLHV���LQSXWV�
DFWLYLWLHV��RXWSXWV��HIIHFWV�DQG�LPSDFWV���EXW�DOVR�DOO�WKH�XVXDO�DVSHFWV�DQG�FULWHULD
ZKLFK�DUH�LPSRUWDQW�IRU�6ZHGLVK�DLG��DPRQJ�WKHP�WKH���PDLQ�REMHFWLYHV�RI�6ZHGHQ�V
GHYHORSPHQW�FRRSHUDWLRQ�
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7KH�REMHFWLYH�DQG�VFRSH�RI�WKH�HYDOXDWLRQ
7KH�REMHFWLYH��RI�WKH�HYDOXDWLRQ�ZLOO�EH�WR�DVVHVV�WKH�RXWFRPHV�RI�WKH�SURMHFWV�DW�WKH
GLIIHUHQW�UHOHYDQW�OHYHOV��DV�MXGJHG�DJDLQVW�WKH�DLG�FULWHULD�RI�%,76�DQG�6LGD��DV�ZHOO�DV
DJDLQVW�DSSOLFDEOH�GHYHORSPHQW�FRRSHUDWLRQ�SULQFLSOHV�RI�6ZHGLVK�DLG��H�J��6LGD�V
3ROLF\�IRU�6XSSRUW�WR�(QHUJ\�DQG�(QYLURQPHQW��HVWDEOLVKHG�LQ�$SULO������

7KH�VFRSH��RI�WKH�HYDOXDWLRQ�LQFOXGHV�

�����WR�SURYLGH�EDFNJURXQG�LQIRUPDWLRQ��DERXW�
��WKH�GHYHORSPHQW�RI�WKH�GLVWULFW�KHDWLQJ���VHFWRU�LQ�&KLQD
��WKH�ILQDQFLDO�VWDWXV��RSHUDWLRQDO�UHVXOWV�DQG�LQVWLWXWLRQDO�VWUHQJWK�RI�WKH�FRPSDQLHV
DQG�LQVWLWXWLRQV�LQYROYHG
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