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TO PARTIES OF RECORD IN INVESTIGATION (I.) 19-06-015:
Investigation 19-06-015 was filed on June 27, 2019 and is assigned to
Commissioner Clifford Rechtschaffen and Administrative Law Judge Sophia J. Park.
This is the Decision Different of Commissioner Rechtschaffen concerning the penalties
and other remedies that should be imposed on Pacific Gas and Electric Company for the
role its electrical facilities played in igniting wildfires in its service territory in 2017 and
2018. A Presiding Officer’s Decision (POD) in this proceeding was issued on February
27, 2020. The opportunity to file an appeal of the POD has passed.
Pursuant to Public Utilities Code Section 1701.2(e) and Rule 14.7 of the Commission’s
Rules of Practice and Procedure, Commissioner Rechtschaffen’s Decision Different need
not be served on the parties, nor are comments required. However, in this instance,
Commissioner Rechtschaffen is giving parties the opportunity to comment on his
Decision Different. Concurrent opening comments are due within 10 days of the
issuance of the Decision Different. No reply comments will be permitted. Because
parties have already had an opportunity to file appeals of the POD, and respond to
other parties’ appeals, comments on Commissioner Rechtschaffen’s proposed Decision
Different will be limited to differences between the POD and the proposed Decision
Different. To the extent that any comments exceed that scope, they will not be
considered.
Except as otherwise specified in this letter, parties shall adhere to the rules for filing
comments on a proposed decision, as delineated in Rule 14.3 of the Commission’s Rules
of Practice and Procedure. These Rules are accessible on the Commission’s website at
www.cpuc.ca.gov. Consistent with these rules, the comments may not exceed 15 pages
in length.
The POD and any decision different from the POD may be considered at the
Commission’s May 7, 2020 Business Meeting or other future Commission Agenda. To
confirm when the item will be heard, please see the Business Meeting Agenda, which is
published on the Commission Website 10 days before each Commission Business
Meeting.

333875920

April 20, 2020
Page 2

When the Commission considers the POD and any decision different from the POD, the
Commission may act by adopting all or part of the decisions as written, amend or
modify the decisions, or set aside and prepare its own decision, so long as the
Commission’s decision is based on the record developed in the investigation, and if the
decision differs from the POD, has a written explanation of the differences. (See Public
Utilities Code Section 1701.2(e).) Only when the Commission acts does the decision
become binding on the parties.

Michelle Cooke for
Anne E. Simon
Chief Administrative Law Judge
AES:gp2
Attachment
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Order Instituting Investigation on the
Commission’s Own Motion into the
Maintenance, Operations and
Practices of Pacific Gas and Electric
Company (U39E) with Respect to its
Electric Facilities; and Order to Show
Cause Why the Commission Should
not Impose Penalties and/or Other
Remedies for the Role PG&E’s
Electrical Facilities had in Igniting
Fires in its Service Territory in 2017.
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DECISION DIFFERENT OF COMMISSIONER RECHTSCHAFFEN
APPROVING PROPOSED SETTLEMENT AGREEMENT
WITH MODIFICATIONS
Summary
This decision approves with modifications a settlement proposed by
Pacific Gas & Electric Company (PG&E), the Commission’s Safety and
Enforcement Division, the Commission’s Office of the Safety Advocate, and the
Coalition of California Utility Employees, which resolves all issues in this
investigation concerning the penalties and other remedies that should be
imposed on PG&E for the role its electrical facilities played in igniting wildfires
in its service territory in 2017 and 2018.
With the modifications to the settlement agreement, this decision imposes
penalties totaling $2.137 billion, which consist of:
x $1.823 billion in disallowances for wildfire-related
expenditures (an increase of $198 million from the
proposed settlement agreement);
x $114 million in System Enhancement Initiatives and
corrective actions (an increase of $64 million from the
proposed settlement agreement); and
x a $200 million fine payable to the General Fund, which
shall be permanently suspended.
In addition, this decision requires any tax savings associated with the
shareholder obligations for operating expenses under the settlement agreement,
as modified by this decision, to be returned to the benefit of ratepayers.
These modifications to the settlement agreement are appropriate given the
widespread harm resulting from the 2017 and 2018 fires at issue in this
investigation; the uncertainty that PG&E would otherwise recover from
ratepayers a substantial portion of the costs identified in the settlement
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agreement; the anticipated tax savings for PG&E associated with its shareholder
obligations; and the importance of fines to punish and deter future misconduct
and in light of Commission precedent.
Upon approval by the Bankruptcy Court1 of the settlement agreement as
modified, this proceeding is closed.
1. Factual Background
In October 2017 and November 2018, multiple wildfires started burning
across Pacific Gas and Electric Company (PG&E)’s service territory in Northern
California. These wildfires were unprecedented in size, scope, and destruction.
The “October 2017 Fire Siege” started on the evening of October 8, 2017
into the morning of October 9, 2017. At the peak of the 2017 wildfires, there were
21 major wildfires that, in total, burned 245,000 acres. Eleven thousand
firefighters battled the fires that, at one time, forced 100,000 people to evacuate,
destroyed an estimated 8,900 structures (as of October 30, 2017) and took the
lives of 44 people:2 the Atlas Fire (Napa, 6 fatalities), the Cascade Fire (Yuba,
4 fatalities), the Nuns Fire (Napa/Sonoma, 3 fatalities), the Redwood Valley Fire
(Mendocino, 9 fatalities), and the Tubbs Fire (Sonoma, 22 fatalities).3
In the early morning hours of November 8, 2018, a fire ignited near
Camp Creek Road near the community of Pulga in Butte County. The resulting
Camp Fire burned approximately 153,336 acres, destroyed 18,804 structures, and
resulted in 85 fatalities.

United States Bankruptcy Court for the Northern District of California, Case No. 19-30088DM
(Bankruptcy Court).

1

2

Of the 44 fatalities, 22 are attributed to fires started by PG&E facilities.

Report on October 2017 Fire Siege by the Commission’s Safety and Enforcement Division
dated June 13, 2019 (SED Fire Report) at 1. The SED Fire Report and attached individual
incident investigation reports were designated as Appendix A to the order instituting this
investigation.

3
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2. Procedural Background
On June 27, 2019, the Commission issued this Order Instituting
Investigation (OII) into the maintenance, operations, and practices of PG&E with
respect to its electric facilities and ordered PG&E to show cause why the
Commission should not impose penalties or other remedies for the role PG&E’s
electrical facilities had in igniting wildfires in its service territory in 2017.
The Commission initiated the investigation in response to investigative
reports on the 2017 wildfires prepared by the Commission’s Safety and
Enforcement Division (SED), which found that PG&E had violated Commission
General Orders (GOs) and Resolution E-4148 and failed to follow industry best
practices. The OII addressed 15 of the 17 fire incidents that occurred in 2017
investigated by SED.4 The California Department of Forestry and Fire Protection
(CAL FIRE) had determined that PG&E’s electrical facilities ignited all but one of
these 15 fires.
The OII also ordered PG&E to provide a report on systemic issues as
specified in Attachment B of the OII; to take immediate corrective actions to
come into compliance with Commission requirements; and to file an application
within 30 days of the issuance of the OII to develop an open source, publicly
available mobile app that allows a Geographic Information System-equipped
phone to send pictures of utility infrastructure (e.g., pole) to an asset
management system/database maintained by PG&E.
On July 29, 2019, PG&E filed its initial response to the OII/Order to Show
Cause (OSC) (PG&E Initial Response) and also filed the mobile app application

The OII did not include two of the fire incidents, the Lobo and McCourtney Fires, because
information regarding those fires remained confidential at the time the Commission issued the
OII.

4
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(Application 19-07-019). The Public Advocates Office at the Public Utilities
Commission (Cal Advocates) and the Coalition of California Utility Employees
(CUE) also filed responses to the OII on July 29, 2019.
On August 5, 2019, PG&E submitted its Report in Response to Attachment
B of the OII/OSC (Attachment B Report), which included PG&E’s responses to
all Attachment B requirements with the exception of Requirements III.B.1, 2
and 7.5 On August 14, 2019, PG&E submitted an Amendment to Exhibit 4 of its
Attachment B Report. On August 23, 2019, PG&E submitted its Supplemental
Response to Attachment B of the OII, which included additional responses to
Attachment B Requirements III.B.1, 2 and 7 and Section VI.B. of its Attachment B
Report.
A prehearing conference (PHC) was held on August 13, 2019, to discuss
the service list, scope of issues, and schedule for the proceeding. The Assigned
Commissioner’s Scoping Memo and Ruling (Scoping Memo) was issued on
August 23, 2019 setting forth the category, issues to be addressed, and schedule
of the proceeding. The Scoping Memo ruled that the scope of this proceeding
would include issues concerning the 15 fires addressed in the OII.6 The Scoping
Memo also noted that SED intended to file a motion requesting to expand the
scope of the proceeding to include alleged violations concerning the 2017 Lobo
and McCourtney Fires and some or all of the 2018 Camp Fire.7 The Scoping
Memo directed PG&E and SED to meet at least once a week to address the

At a status conference held on July 29, 2019, the assigned Administrative Law Judge (ALJ)
authorized an extension of time to respond to certain Attachment B requirements.

5

6

Scoping Memo at 4-5.

7

Scoping Memo at 5.
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potential for settlement and also to meet with other parties regarding settlement
and stipulated issues.
On September 6, 2019, the assigned Administrative Law Judge (ALJ)
issued a ruling directing parties to brief various pre-evidentiary hearing legal
issues. PG&E, SED, Cal Advocates, the Office of the Safety Advocate (OSA),
The Utility Reform Network (TURN), and Thomas Del Monte (Del Monte) and
Wild Tree Foundation (Wild Tree) (jointly) filed opening pre-evidentiary hearing
briefs addressing disputed legal issues on October 14, 2019. PG&E, SED,
Cal Advocates, TURN, and Del Monte/Wild Tree filed reply briefs on
October 28, 2019.
SED subsequently released its reports for the Lobo and McCourtney Fires
and on October 17, 2019 filed a motion to amend the scope of the proceeding to
include these fires. On October 28, 2019, an Amended Scoping Memo and Ruling
(Amended Scoping Memo) was issued amending the scope of the proceeding to
include issues concerning the Lobo and McCourtney Fires.
OSA and Del Monte served testimony on November 8, 2019. PG&E served
reply testimony for all its fact and expert witnesses with the exception of one
witness on November 18, 2019.
On November 15, 2019, SED filed its Reply to PG&E’s Report in Response
to Attachment B.
On November 26, 2019, SED filed a motion to expand the scope of the
proceeding to include the Camp Fire. The motion included, as an attachment, a
copy of SED’s investigative report on the Camp Fire. On December 5, 2019, a
Second Amended Scoping Memo and Ruling (Second Amended Scoping Memo)
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was issued amending the scope of the proceeding to include issues concerning
the Camp Fire.8
Since the PHC, the parties have met bilaterally or multilaterally over thirty
times and have filed weekly or bi-weekly joint status reports regarding
settlement efforts. On November 18, 2019, PG&E issued a notice of settlement
conference pursuant to Rule 12.1(b) of the Commission’s Rules of Practice and
Procedure. On December 17, 2019, PG&E, SED, OSA, and CUE (collectively,
Settling Parties) filed a joint motion for approval of a settlement agreement,
which would resolve all issues in this investigation (Joint Motion). The
settlement was not joined by all parties to this investigation.
On December 30, 2019, the assigned ALJ issued a ruling directing PG&E to
provide additional information regarding the proposed settlement agreement.
PG&E timely filed a response to the ruling on January 10, 2020.
On January 16, 2020, Cal Advocates, TURN,9 Del Monte and Wild Tree
(jointly), and the City and County of San Francisco (CCSF) filed comments on the

Contrary to assertions by Del Monte, Wild Tree, and Cal Advocates, the Second Amended
Scoping Memo did not establish a schedule for issues related to the Camp Fire, and
consequently, there was no discovery cut-off established for the Camp Fire. The discovery
cut-off established in rulings issued prior to the Second Amended Scoping Memo applied to
issues identified in the Scoping Memo and Amended Scoping Memo, which did not include
issues related to the Camp Fire. (See Seconded Amended Scoping Memo at 4 (affirming
schedule for issues identified in the Scoping Memo and Amended Scoping Memo).)
Furthermore, pursuant to Rules 10.1 and 12.3 of the Commission’s Rules of Practice and
Procedure, parties were not precluded from conducting discovery regarding the settlement
agreement.
8

On January 17, 2020, TURN submitted a revised version of its comments, which added a table
of contents, corrected page number formatting errors, and modified the new language proposed
by TURN to address tax benefits from the settlement. All references in this decision to TURN’s
comments on the settlement agreement are to TURN’s comments as amended on January 17,
2020.

9
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proposed settlement agreement. PG&E and CUE (jointly), SED, Cal Advocates,
and TURN filed reply comments on January 31, 2020.10
On February 12, 2020, Cal Advocates filed a motion requesting a hearing
on the contested settlement.
On February 25, 2020, Del Monte and Wild Tree filed a motion requesting
evidentiary hearings on the settlement and to reopen the discovery period.
On February 27, 2020, the presiding officer issued the Presiding Officer’s
Decision Approving Proposed Settlement Agreement with Modifications (POD)
to resolve the issues in this investigation. As described in Section 10, below, a
motion requesting other relief, appeals, and a request for review were filed in
response to the POD.
3. Violations Found by SED
SED found violations for 15 of the 18 fires included in this investigation.
Most but not all of the alleged violations are related to an ignition of a fire.
Alleged violations not directly related to the ignition of a fire include violations
related to recordkeeping practices, late work orders, and evidence disposal.
With respect to the 2017 wildfires, SED found a total of 33 violations of GO 95
and Resolution E-4184. GO 95 establishes requirements for the design,
construction, and maintenance of overhead electric lines to ensure adequate
service and safety. Resolution E-4184 sets forth procedures for reporting electric
and gas emergencies to Commission Staff.
With respect to the 2018 Camp Fire, SED found 12 violations of GOs 95
and 165, Resolution E-4184, and Public Utilities Code § 451. GO 165 establishes
requirements for inspections of electric distribution and transmission facilities

Unless otherwise specified, all references to a party’s comments or reply comments are to the
party’s comments and reply comments on the proposed settlement agreement.

10
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(excluding those facilities contained in a substation) in order to ensure safe and
high-quality electrical service. Pub. Util. Code § 451 requires every public utility
“to furnish and maintain such adequate, efficient, just, and reasonable service,
instrumentalities, equipment, and facilities … as are necessary to promote the
safety, health, comfort, and convenience of its patrons, employees, and the
public.”
The following table summarizes the violations SED found for each fire:11
No.

Incident

1

AdobeFire



2




AtlasFire


3

CascadeFire

4
5

CherokeeFire
LaPorteFire

6

NorrbomFire

ViolationsFound
GO95,Rule31.1–Hazardoustreenotidentified
andabated
GO95,Rule31.1–Recordsof2015CEMA
inspectionnotretained
GO95,Rule31.1–Workordercompletedlate
GO95,Rule31.1–Failuretoidentifyandabate
hazardousBlackOaktreeatAtlas1site
GO95,Rule31.1–Failuretoidentifyandperform
correctionalpruneofhazardousValleyOak
codominantbranchatAtlas2site
GO95,Rule35–Vegetationclearancenot
maintainedatAtlas1site
GO95,Rule35–Vegetationclearancenot
maintainedatAtlas2site
GO95,Rule31.1–Workordercompletedlate
GO95,Rule38–Conductorclearancenot
maintained
Noviolationsidentified
Noviolationsidentified
GO95,Rule31.1–Hazardoustreenotidentified
andabated
GO95,Rule35–Vegetationclearancenot
maintained

SED Fire Report at 12-14; SED Lobo Fire Report at 2; SED McCourtney Fire Report at 2; SED
Camp Fire Report at 2-3.

11
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No.

Incident

ViolationsFound

7

NunsFire

GO95,Rule35ͲImproperprioritizationanddelayin
abatingvegetationstrainonsecondaryconductor

8

Oakmont/PythianFire

9

PartrickFire

10

PocketFire

11

PointFire

GO95,Rule31.1–IncompletepatrolpriortoreͲ
energizingcircuit
GO95,Rule31.1–Failedtocompleteworkorder
andreinforceapole
GO95,Rule31.1–Completedaworkorderlate
GO95,Rule31.1–Hazardoustreenotidentified
andabated
GO95,Rule35–Vegetationclearancenot
maintained
GO95,Rule31.1–Hazardoustreenotidentified
andabated
GO95,Rule35–Vegetationclearancenot
maintained
GO95,Rule19–Evidencedisposal
ResolutionEͲ4184–Secondfirelocatedat9100
MainSt.,PotterValleynotreported

12

Potter/RedwoodFire

13

SulphurFire

14

TubbsFire

15

YoungsFire

16

LoboFire

333875920

GO95,Rule31.1–Repairrecordsnotmaintained
GO95,Rule31.1–Recordsof2016CEMA
inspectionnotmaintained
GO95,Rule19–Evidencedisposal
GO95,Rule31.1–Recordsof2016CEMA
inspectionnotmaintained
Noviolationsidentified
GO95,Rule31.1–Hazardoustreenotidentified
andabated
GO95,Rule35–Vegetationclearancenot
maintained
GO95,Rule31.1–Hazardoustreewithopencavity
notidentifiedandabated
GO95,Rule31.1–Failuretoidentifyunsafe
conditionthatleftthesubjecttreeexposedtohigh
winds
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No.

17

18

Incident

McCourtneyFire

CampFire

333875920

ViolationsFound
GO95,Rule31.1–Recordsof2014CEMA
inspectionnotmaintained
GO95,Rule35–Vegetationclearancenot
maintained
GO95,Rule31.1–Failuretoidentifyandremovea
hazardoustree
GO95,Rule35–Vegetationclearancenot
maintained
GO95,Rule44.3–Failuretoreplaceorreinforce
theCͲhookonTower:27/222(IncidentTower)
beforeitssafetyfactorwasreducedtolessthan
twoͲthirdsofthesafetyfactorspecifiedinRule
44.1,Table4,whichisaviolationofRule44.3.
GO95,Rule31.1–FailuretomaintaintheCͲhook
supportingthetranspositionjumperontheIncident
Tower:27/222foritsintendeduseandregardbeing
giventotheconditionsunderwhichitwastobe
operated.
GO95,Rule31.2–FailuretoinspectIncidentTower
thoroughlyandfailuretodetectanimmediate
SafetyHazardorPriorityAconditionontheincident
CͲhook.
GO165,SectionIV–PG&Efailedtofollowits
proceduresbyfailingtodocumentthefactorsand
reasonsthatledtothedelayintherepairworkon
theIncidentTower.
GO165,SectionIV–Failuretoconductdetailed
climbinginspectionswhenconditionstotrigger
climbinginspectionswereevidentasspecifiedby
internalprocedures.Wearontheoriginalworking
eyesthatremainedontheIncidentTowerisan
indicationofaknownconditionwithpotentialto
recurontheaddedhangerplateswithworking
eyes,whichshouldhavetriggereddetailedclimbing
inspectiontoexaminetheaddedhangerplates.
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No.

Incident

ViolationsFound
GO95,Rule31.1–TheconditionoftheCͲhook
(materialloss>50%)supportingthetransposition
jumperonTower:24/199demonstratesthatPG&E
didnotmaintainthetowerforitsintendeduse.
GO95,Rule31.2–FailuretoinspectTower:24/199
thoroughlyandfailuretodetectanimmediate
SafetyHazardorPriorityAConditionontheCͲhook.
GO165,SectionIV–CͲhookonTower:24/199had
materiallossofover50%.PG&Efailedtodetectand
correctthePriorityAconditionasspecifiedin
PG&E’sprocedures.
GO95,Rule18–PG&Eassignedanincorrect
priorityforanimmediateSafetyHazard
(disconnectedinsulatorholdͲdownanchoron
Tower:27/221).
GO165,SectionIV–PG&Efailedtofollowits
proceduresbyusinganoutdatedinspectionform
duringthedetailedclimbinginspectionsthatPG&E
conductedfromSeptember19toNovember5,
2018.
Decision(D.)06Ͳ04Ͳ055,asamendedbyResolution
EͲ4184–PG&Efailedtoreportthereportable
incidentontheBigBend110112kVDistribution
Circuitinatimelymanner.
CAPub.Util.Code§451–Failuretomaintainan
effectiveinspectionandmaintenanceprogramto
identifyandcorrecthazardousconditionsonits
transmissionlinesinordertofurnishandmaintain
serviceandfacilities,asarenecessarytopromote
thesafetyandhealthofitspatronsandthepublic.

4. PG&E Position on Violations
In PG&E’s Initial Response, PG&E acknowledged that, with regard to the
operation and maintenance of its electric facilities, there were some areas in
which it could have performed better to mitigate risks. However, PG&E
333875920
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disagreed with many of the findings in SED’s Fire Reports and contested that
there were violations of GO 95 and other Commission rules. PG&E argued that
SED erred in its interpretation and application of Rules 31.1, 35, and 38 of GO 95,
and that SED misapplied GO 95, Rule 19 and Resolution E-4184.12
In PG&E’s Initial Response, PG&E did not contest nine of SED’s alleged
violations but asserted that its decision not to contest these violations was not an
admission of any wrongdoing, unlawful conduct, or liability.13 PG&E argues
that of these nine violations, only one (Violation of GO 95, Rule 31.1 for an
incomplete patrol prior to re-energizing a line for the Oakmont/Pythian Fire)
was found to be related to the ignition of a fire. The remainder of the
uncontested violations related to late completion of work orders, failure to
maintain records, and evidence disposal.
The Lobo, McCourtney, and Camp Fires were added to the scope of this
investigation after PG&E’s Initial Response was filed, and therefore, were not
addressed in the Initial Response. The settlement agreement sets forth PG&E’s
positions on the allegations for all of the fires within the scope of this
investigation. PG&E disputes all but four of the allegations for the newly added
fires.14 The uncontested allegations relate to failure to maintain records for the
Lobo Fire, and failure to document reasons for repair work, use of outdated
inspection form, and failure to report a reportable incident in a timely manner for
the Camp Fire. 

12

PG&E Initial Response at 23.

13

PG&E Initial Response at 42.

14

Settlement Agreement, Exhibit B.
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5. Summary of Proposed Settlement
The proposed settlement would resolve all issues in this investigation and
consists of three primary substantive components.
First, the Settling Parties have stipulated to a series of facts and
violations.15 PG&E does not dispute that its electric facilities played a role in the
ignition of all fifteen fires for which SED found violations.16 Other facts the
Settling Parties have stipulated to include:
x the conditions of the subject trees identified in SED’s
investigative reports;
x instances of missing repair records;
x instances of repair work completed after the original due
date;
x circumstances surrounding disposal of evidence;
x the conditions of equipment relevant to the 2018 Camp Fire
investigation and alleged violations; and
x the inspection and maintenance history relevant to the 2018
Camp Fire investigation and alleged violations.
Although PG&E stipulates to various facts, as discussed above, except for
a few allegations largely unrelated to the ignition of these fires, PG&E continues
to dispute that it violated applicable laws, rules, and regulations.
Second, the settlement agreement requires PG&E to bear $1.675 billion in
financial obligations. PG&E agrees that it will not seek rate recovery of certain
wildfire-related expenses and expenditures in future applications, which will
total $1.625 billion. In addition, PG&E will spend $50 million, funded by
shareholders, on 20 specified System Enhancement Initiatives.

15

Settlement Agreement, Exhibits A and B.

16 See Settlement Agreement, Exhibit A, Stipulated Facts 10, 16, 22, 27, 33, 39, 42, 45, 50, 54, 58,
61, 67, 72, 132, and 133.

333875920

14

I.19-06-015 COMM/DECISION DIFFERENT CR6/gp2

Third, the settlement agreement requires PG&E to undertake 20 System
Enhancement Initiatives. These initiatives include vegetation management and
electric operations-focused initiatives, system wide analyses, community
engagement-focused initiatives, and transparency and accountability-focused
initiatives.
The full settlement agreement is attached as Appendix A to this decision.
6. Party Positions on Proposed Settlement
Cal Advocates, TURN, and Del Monte/Wild Tree (collectively, “Opposing
Parties”) filed comments opposing the proposed settlement agreement. These
parties argue that the proposed settlement is not reasonable in light of the record,
consistent with the law, or in the public interest.
Cal Advocates opposes the proposed settlement agreement on the
following grounds: (1) the terms of the settlement agreement are not
commensurate with the magnitude of PG&E’s violations or the harm PG&E
caused; (2) it does not bar PG&E from seeking recovery of costs related to fires
that were caused by PG&E’s failure to operate its electric facilities according to
the law; (3) it fails to identify a process for considering and implementing
corrections to lessen the likelihood of future catastrophic wildfires caused by
PG&E’s electric facilities; and (4) the proposed settlement needlessly constrains
the Commission’s ability to evaluate the October 2017 Tubbs Fire, even if new
information changes CAL FIRE’s current conclusion that PG&E facilities did not
ignite the Tubbs Fire.
Cal Advocates recommends that the Commission deny the settlement
agreement unless it is revised to: (1) bar PG&E from seeking recovery of costs
associated with fires for which SED found violations, and (2) allow SED to
consider violations or enforcement proceedings regarding the Tubbs Fire in the

333875920
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event that CAL FIRE or another state, federal, or local entity determines that
PG&E’s infrastructure was the cause of the Tubbs Fire. Cal Advocates also
recommends that the Commission leave this proceeding open to consider and
implement corrections to lessen the likelihood of future catastrophic wildfires
caused by PG&E’s electric facilities.
TURN also opposes the proposed settlement as neither consistent with the
whole record nor in the public interest. TURN argues that the proposed
settlement suffers from the following significant deficiencies: (1) the proposed
penalty does not include purely incremental disallowances, and is therefore,
insufficient in light of PG&E’s conduct; (2) ratepayers are at risk of funding
projects that would not have occurred but for PG&E’s role in these wildfires;
and (3) the settlement does not address how PG&E will use any tax benefit
received as a function of the settlement.
Although TURN opposes the settlement, TURN recognizes the condensed
timeframe for review and the necessity of addressing prepetition claims before
PG&E exits bankruptcy. Rather than outright rejection of the settlement
agreement, TURN recommends the following modifications to the settlement to
strengthen the proposed penalty: (1) ensure that the penalty is sufficient to
reflect the gravity of the violations by requiring PG&E to forego rate recovery of
costs that are likely recoverable from ratepayers; (2) require PG&E shareholders
to fully fund the System Enhancement Initiatives, even if the costs exceed the
$50 million provided in the settlement; and (3) clarify that any tax benefits that
are realized as a result of the structure of the penalty in this case must serve to
benefit ratepayers. TURN recommends that the Commission reject the
settlement if the Settling Parties do not accept these alternative terms as provided
for in Rule 12.4(c) of the Commission’s Rules of Practice and Procedure. TURN
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also recommends that this proceeding remain open for a second phase to
consider the root cause analyses completed for the different wildfires in order to
ensure that the underlying causes are adequately identified and mitigated.
Del Monte and Wild Tree also oppose the proposed settlement agreement.
They argue that the settlement agreement is not in the public interest because:
(1) it does not include a fine, which is an integral part of Commission
enforcement actions in order to effectively deter future violations by the
perpetrator and others; (2) the financial obligations agreed to in the settlement
are de minimis given that PG&E likely would not have received ratepayer
recovery for a substantial amount of the costs and given the tax benefits
associated with the financial obligations; (3) the settlement agreement does not
necessarily prohibit use of previously authorized debtor-in-possession (DIP)
financing for the $1.625 billion in financial obligations; and (4) in stark contrast
to previous utility enforcement actions, it is “a no-fine settlement reached in just
a matter of months with scant record evidence.”
Del Monte and Wild Tree also argue that the settlement agreement is
contrary to law because: (1) the settlement does not adequately weigh and
consider PG&E’s conduct as required by law; and (2) SED’s conclusions
regarding PG&E’s financial situation are contrary to law.
Del Monte and Wild Tree further argue that the settlement agreement is
not reasonable in light of the whole record because it does not take into account
any violations for PG&E’s role in the Tubbs Fire.
Del Monte and Wild Tree request that the Commission deny the Joint
Motion and move forward with evidentiary hearings. Should the Commission
adopt the settlement agreement with modifications, Del Monte and Wild Tree
request that any reference to the Tubbs Fire be removed from the settlement
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agreement because they contend that the facts and violations associated with the
Tubbs Fire were excluded from discovery and not adequately considered in this
investigation.
CCSF filed comments proposing limited modifications to the settlement
agreement to ensure transparency on important issues of public safety but did
not take a position on other aspects of the settlement agreement. Specifically,
CCSF recommends that the settlement agreement be modified to make the
quarterly electric maintenance reports and documentation of “near hit” potential
fire incidents available to local governments and the general public. CCSF also
states that the location information for both the quarterly electric maintenance
reports and “near hits” should be presented in a manner that is understandable
by local government officials and the general public.
7. Standard of Review
In order for the Commission to approve a proposed settlement, the
Commission must find that it is reasonable in light of the whole record,
consistent with law, and in the public interest.17 In general, the Commission
does not consider if a settlement reaches the optimal outcome on every issue.
Rather, the Commission determines if the settlement as a whole is reasonable.
The Commission's policy is that contested settlements should be subject to
more scrutiny compared to an all-party settlement. As explained in D.02-01-041:
In judging the reasonableness of a proposed settlement, we
have sometimes inclined to find reasonable a settlement that
has the unanimous support of all active parties in the
proceeding. In contrast, a contested settlement is not entitled
to any greater weight or deference merely by virtue of its label
as a settlement; it is merely the joint position of the sponsoring
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Commission’s Rules of Practice and Procedure, Rule 12.1(d).
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parties, and its reasonableness must be thoroughly
demonstrated by the record.18
8. Discussion
Penalty Factors
The financial obligations imposed by the settlement agreement are to
resolve an enforcement action alleging violations of law by a public utility, and
therefore, the Commission considers the financial obligations to be a settlement
of the penalties to be imposed in this case.19 In evaluating the reasonableness of
a settlement involving a penalty, the Commission considers the following criteria
adopted in D.98-12-075:20
(1) Severity of the offense;
(2) The conduct of the utility;
(3) The financial resources of the utility;
(4) The totality of the circumstances in furtherance of the
public interest; and
(5) The amount of the fine in relationship to prior
Commission decisions.
Given that a settlement agreement was reached before this proceeding was
fully adjudicated and several legal and factual issues remain in dispute, the
Commission evaluates the reasonableness of the Settling Parties’ proposed
outcome based on the record to date and in light of the potential range of

18

D.02-01-041 at 13.

Consistent with past Commission decisions, this decision uses the term “fines” to refer to
monies imposed under Pub. Util. Code § 2107 and paid to the General Fund and the term
“penalties” to refer to the combination of fines, disallowances, and remedies. (See D.15-04-024
at 27.)

19

Although the Settling Parties do not use the term “penalty” to describe the financial obligations
to be imposed on PG&E, the Settling Parties analyze the settlement agreement in light of the
penalty factors set forth in D.98-12-075. (Joint Motion at 34.)
20

D.98-12-075 at 35-39.
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outcomes that could result if this proceeding was fully adjudicated and the
litigation risk facing the parties.
8.1.1 Severity of the Offense
The Commission considers several factors in evaluating the severity of the
offense, including physical harm, economic harm, and harm to the regulatory
process, as well as the number and scope of violations. The most severe
violations are those that caused actual physical harm to people or property, with
violations that threatened such harm closely following.”21 A high level of
severity is also accorded to the disregard of a statutory or Commission directive,
regardless of the effect on the public, since such compliance is absolutely
necessary to the proper functioning of the regulatory process.22
There is no question that the physical and economic harm resulting from
the 2017 and 2018 wildfires is unprecedented. The 2017 and 2018 wildfires
resulted in over 100 deaths, the destruction of over 25,000 structures, and the
burning of hundreds of thousands of acres. There is also no dispute that PG&E
equipment played a role in igniting the 15 fires for which SED found violations.
While PG&E accepts that its equipment played a role in igniting certain fires,
PG&E continues to dispute SED’s assertions that it violated applicable laws,
rules, and regulations.23
The Settling Parties state that harm to the regulatory process was not
deemed a significant factor for purposes of the settlement agreement because
there were no allegations of Rule 1.1 violations, ethical violations, or any

21

D.98-12-075 at 36.

22

D.98-12-075 at 36.

23

PG&E Reply Comments at 7.
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deliberate misconduct associated with the wildfires covered by this OII.24
However, as noted by Cal Advocates, SED alleged several violations of rules
regarding the preservation of evidence and the reporting of incidents, which
directly relate to harm to the regulatory process.25 Moreover, harm to the
regulatory process can result from a failure to follow Commission requirements.
Given the unprecedented nature of the physical and economic harm, the
detailed nature of SED’s violations, as well as the fact that there are allegations
regarding harm to the regulatory process, which are also accorded a high level of
severity, the litigation risk to PG&E is very high. In the event that the
Commission were to find that PG&E committed all or even some of the
violations as alleged by SED, these violations would be considered the most
severe and the severity of the offense factor would weigh in favor of a very
significant penalty.
8.1.2 Conduct of the Utility
In considering the conduct of the utility, the Commission examines the
utility’s conduct in: (1) preventing the violation, (2) detecting the violation, and
(3) disclosing and rectifying the violation.26 Utilities are expected to take
reasonable steps to ensure compliance with applicable laws and regulations. In
evaluating a utility’s actions to prevent a violation, “the Commission will
consider the utility’s past record of compliance with Commission directives.”27
SED contends that PG&E’s conduct prior to the 2017 and 2018 wildfires led
to its inability to prevent, detect, and rectify the violations of GO 95, GO 165, and

24

Joint Motion at 36.

25

Cal Advocates Reply Comments at 4-5.

26

D.98-12-075 at 37-38.

27

D.98-12-075 at 37.
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Pub. Util. Code § 451 identified in SED’s investigative reports. SED considered
PG&E’s failure to detect and prevent the violations prior to the events a
significant factor for purposes of the settlement agreement, especially since many
of the violations alleged by SED span decades.28
On the other hand, PG&E continues to contend that it followed the
requirements of GO 95 when inspecting its electric facilities and performing
vegetation management prior to the 2017 and 2018 wildfires.29 PG&E also states
that it embarked on numerous improvements to its electric facility operations
and maintenance in response to the 2017 and 2018 wildfires.30 The Settling
Parties state that they have taken into consideration PG&E’s efforts to proactively
address the issues raised in the OII and have worked to prescribe a set of
corrective actions intended to further enhance PG&E’s efforts to minimize the
risk of catastrophic wildfire in the future.31
The Opposing Parties argue that PG&E’s conduct and inadequate efforts to
prevent, detect, disclose, and rectify violations weigh in favor of significant
penalties and that the penalties set forth in the settlement agreement are
inadequate.32 Although PG&E states that it has made numerous improvements
in response to the 2017 and 2018 wildfires,33 parties note that PG&E’s vegetation

28

Joint Motion at 37.

29

Joint Motion at 37.

30

Joint Motion at 37.

31

Joint Motion at 37-38.

See, e.g., Del Monte/Wild Tree Comments at 33; TURN Comments at 16; Cal Advocates Reply
Comments at 5.

32

33

Joint Motion at 37.
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management program in 2019 has produced questionable results as measured by
the Federal Monitor’s Report.34
TURN also observes that the 2017 and 2018 wildfires are the latest in a
series of disastrous safety lapses for the utility, which include:35
x a natural gas line rupture in San Bruno on
September 9, 2010, which resulted in the Commission
imposing $1.6 billion in penalties and the utility being
found guilty of criminal conduct by a federal jury and
being put on criminal probation;
x the fatality of a PG&E subcontractor at PG&E’s
decommissioned Kern Power Plant on June 19, 2012, which
resulted in the Commission imposing $5.6 million in
penalties;
x the Commission imposed $25.6 million in penalties in
response to six incidents from 2010 and 2014 that called
into question the safety of PG&E’s natural gas distribution
system;
x the Butte Fire, which began on September 9, 2015 and
destroyed approximately 70,000 acres of land, destroyed
921 structures, and left two civilians dead and resulted in
SED issuing PG&E a citation for $8 million; and
x the Commission imposed $110 million in penalties in
response to numerous violations for PG&E’s
implementation of its locate and mark program for
identifying the location of underground gas and electric
facilities prior to construction activities.
There are serious questions regarding PG&E’s efforts to prevent, detect,
and rectify the violations that are at issue in this proceeding. Some of SED’s
allegations span decades. Furthermore, PG&E has a demonstrated record of

34

TURN Comments at 14; Cal Advocates Reply Comments at 5.

35

TURN Comments at 2-3.
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failing to comply with Commission directives, including those related to
vegetation management. In SED’s citation for the Butte Fire issued on
April 25, 2017, SED stated that it found PG&E in violation of GO 95, Rule 31.1,
37 times since 1999.36
It is clear from the record that PG&E failed to take any meaningful steps to
prevent or detect this significant number of violations. In fact, PG&E continues
to dispute that most of the violations alleged by SED occurred. These potential
violations only came to light after the ignition of deadly and catastrophic fires,
not as a result of any PG&E- initiated actions. Moreover, although the Settling
Parties assert that PG&E has made proactive efforts to address the issues raised
in the OII, there are ongoing questions regarding whether PG&E has rectified its
practices to avoid such incidents in the future.
8.1.3 Financial Resources of the Utility
In setting the level of a fine or penalty, the Commission must balance “the
need for deterrence with the constitutional limitations on excessive fines.”37 The
Commission, therefore, must “adjust fine levels to achieve the objective of
deterrence, without becoming excessive, based on each utility’s financial
resources.”38
The Settling Parties state that PG&E is currently in Chapter 11 bankruptcy
proceedings and contend that this is a unique circumstance that affects PG&E’s
ability to pay any monetary penalty, particularly one that would require a cash
payment to the General Fund. PG&E states that its ability to raise capital as part
of its plan of reorganization is limited and depends in large part on the amount

36

Citation No.: D.16-09-055 E.17-04-001 at 4.

37

D.98-12-075 at 38.

38

D.98-12-075 at 39.
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of capital it will require to resolve other claims.39 In reaching a settlement, the
Settling Parties took into account the fact that PG&E has total financial
obligations of $25.5 billion to settle all claims related to the 2017 and 2018
wildfires as part of its proposed reorganization plan and will need an additional
$4.8 billion for an initial contribution to the Wildfire Fund established pursuant
to Assembly Bill (AB) 1054 (Stats. 2019), which is intended to help the state’s
electric utilities pay for future wildfire damages.40
Cal Advocates comments that PG&E is one of the largest combined natural
gas and electric energy companies in the United States.41 Cal Advocates argues
that while the Commission may decide that PG&E’s current financial resources
weigh in favor of a lower penalty than it would ordinarily impose on a utility of
PG&E’s size, the Commission should not approve a settlement with financial
remedies too low to effectuate deterrence.
The fact that PG&E is currently in bankruptcy proceedings is a factor the
Commission must consider in assessing the financial resources of the utility that
may weigh in favor of a lower penalty than ordinarily would be warranted.
However, the Settling Parties do not provide sufficient information regarding the
bankruptcy or PG&E’s plan of reorganization that would enable the Commission
to assess whether the amount and structure of the financial obligations imposed
by the settlement agreement are the limit of a reasonable penalty for punishing
and deterring the conduct at issue without being excessive in light of PG&E’s
financial resources. Information regarding the bankruptcy plan of

39

PG&E/CUE Reply Comments at 8.

40

Joint Motion at 38-39.

41

Cal Advocates Reply Comments at 5-6.
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reorganization is provided in only very general terms and the extent of PG&E’s
ability to pay a larger penalty is not clear from the record.
8.1.4 Totality of Circumstances in
Furtherance of Public Interest
The totality of the circumstances in furtherance of the public interest factor
requires the Commission to:
specifically tailor the package of sanctions, including any fine,
to the unique facts of the case. The Commission will review
facts which tend to mitigate the degree of wrongdoing as well
as any facts which exacerbate the wrongdoing. In all cases,
the harm will be evaluated from the perspective of the public
interest.42
The Settling Parties argue that approval of the settlement agreement is in
the public interest for reasons including: (1) it is consistent with the
Commission’s policy in support of settlement, which promotes administrative
efficiency so that the Commission and parties are not required to expend
substantial time and resources on continued litigation; (2) the settled outcome
reflects a reasonable compromise of the parties’ positions and falls within a range
of possible litigated outcomes; (3) timely resolution of this proceeding will help
ensure that PG&E is able to conclude its Chapter 11 proceedings by June 30, 2020
to meet the AB 1054 deadline in order for PG&E to be able to participate in the
Wildfire Fund, which will enable PG&E to be adequately capitalized to continue
the necessary work set forth in its Wildfire Safety Plan; and (4) the settled costs
relate to PG&E’s efforts to mitigate future wildfire risks and show PG&E’s intent
to operate and maintain its electric facilities in accordance with law.43

42

D.98-12-075 at 39.

43

Joint Motion at 33-34, 40.
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The Opposing Parties argue that the settlement agreement is not in the
public interest because the proposed penalty is not commensurate with the
magnitude of the violations and the harm caused. TURN, Del Monte, and
Wild Tree argue that the financial obligations set forth in the settlement
agreement are not sufficient as a penalty because they do not consist of purely
incremental financial obligations being imposed on PG&E and because PG&E
may continue to receive tax savings from these expenses. Del Monte and
Wild Tree also argue that the settlement agreement is not in the public interest
because it does not include a fine payable to the General Fund. Del Monte,
Wild Tree, and Cal Advocates also argue that the accelerated schedule for the
proceeding has resulted in an inadequate record.
The Commission recognizes that the package of sanctions must be tailored
to the unique facts of this case. As discussed further below, the Commission
takes into account and balances all of these considerations in evaluating the
reasonableness of the penalties proposed in the settlement agreement.
8.1.5 Consistency with Precedent
In looking at the role of precedent, the Commission considers the
proposed outcome with “previously issued decisions which involve the most
reasonably comparable factual circumstances and explain[s] any substantial
differences in outcome.”44
The Settling Parties argue that that there is a wide range of outcomes in
enforcement decisions involving electric operations safety issues and that the
settlement agreement is reasonable when compared to the outcomes in other
Commission proceedings.45 The Settling Parties argue that the settlement
44

D.98-12-075 at 39.

45

Joint Motion at 41.
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amount far exceeds the combined total of prior fire-related precedents and
represents a significant amount even for a company of PG&E’s size.46
Del Monte and Wild Tree argue that the settlement is inconsistent with
long-standing well-reasoned precedent. Del Monte and Wild Tree argue that it is
difficult to adequately compare this proceeding to other enforcement actions and
settlement precedent given the scope of harm and destruction that is at issue.47
Cal Advocates also comments that the damage and destruction at issue in this
case are unprecedented.48
In reviewing the Commission precedent presented by the Settling Parties,49
the Commission does not find any previously issued decision that presents
“reasonably comparable factual circumstances.” The loss of life, physical and
economic harm, and destruction that are at issue in this proceeding are
unprecedented and not comparable to the factual circumstances of prior
enforcement proceedings. For example, the Settling Parties cite to some prior
incidents that involved no reported fatalities or injuries.50 Other prior incidents
involved one or two fatalities.51 In comparison, the incidents at issue in this case
for which SED found violations involves 107 fatalities.52

46

Joint Motion at 45.

47

Del Monte/Wild Tree Comments at 25-27.

48

Cal Advocates Reply Comments at 6.

49

Joint Motion 41-45.

Long Beach Power Outages OII Decision (D.17-09-024) and Malibu Canyon Fire OII Decisions
(D.12-09-019, D.13-09-026, and D.13-09-028).

50

Huntington Beach Underground Vault OII Decision (D.17-06-028), Kern Power Plant OII
Decision (D.15-07-014), and Witch/Rice and Guejito Fire Settlements (D.10-04-047).

51

52 This is the number of fatalities reported in SED’s Fire Reports. Cal Advocates contends that
the fatalities may exceed this number.
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Furthermore, the violations alleged in this proceeding involve 15 separate
fires. There may be individual fires in this proceeding that are reasonably
comparable to prior incidents. However, there are others, such as the Camp Fire,
for which the factual circumstances are not reasonably comparable to any prior
incident. In any event, there is no prior Commission decision that addresses
factual circumstances on the scale of all 15 of these fires.
Del Monte and Wild Tree argue that the most comparable proceeding is
the San Bruno OII, which was fully investigated and litigated and resulted in the
Commission imposing penalties in the form of fines totaling $300 million,
penalties of $850 million for infrastructure improvements, a $400 million bill
credit, and $50 million in other remedies for a mix of penalties totaling
$1.6 billion.53
The Settling Parties argue that there are significant differences between the
record in this proceeding and the San Bruno proceedings,54 including: (1) the fact
that San Bruno involved three separate fully litigated investigations, and
(2) PG&E’s financial resources are far more constrained today than they were at
the time of the San Bruno explosion.55
Although San Bruno involved fully litigated investigations, such precedent
may still be useful for assessing the potential range of outcomes that could result
if this proceeding was fully adjudicated. However, there are factual differences
between this proceeding and the San Bruno proceedings. The scope and severity
of the physical and economic harm at issue in this proceeding are on a scale
much greater than the physical and economic harm at issue in the San Bruno
53

Del Monte/Wild Tree Comments at 27.

54

I.11-02-016, I.11-11-009, I.12-01-007.

55

Joint Motion at 45-46, fn. 60; PG&E/CUE Reply Comments at 15-17.
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proceedings, which would weigh in favor of higher penalties. On the other
hand, PG&E’s financial condition is much different than during the San Bruno
proceedings, which must be considered.
There is one aspect of the settlement agreement that departs from
Commission precedent. The Settling Parties note that almost all of the precedent
they reference include a mix of fines, shareholder funding of programs, and/or
remedial action plans.56 Notably, all of these prior Commission decisions
included a fine payable to the General Fund. The proposed settlement
agreement, however, does not include any fines.
Amount and Structure of Penalty
Under the terms of the proposed settlement agreement, PG&E’s
shareholders will bear $1.675 billion in financial obligations, which consists of
$1.625 billion in disallowances of wildfire-related expenses and capital
expenditures that PG&E incurred or will incur, as well as $50 million in System
Enhancement Initiatives. The Settling Parties contend that their proposed
outcome is reasonable in light of the whole record, consistent with the law, in the
public interest, and meets the criteria set forth in D.98-12-075.
The Opposing Parties argue that PG&E should be penalized, and that the
penalty must be commensurate with the magnitude of the alleged violations, the
harm caused by the fires, and the utility’s safety record. They argue that the
terms of the settlement agreement do not provide for an adequate level of
penalty in light of these considerations, and therefore, are not reasonable in light
of the whole record or in the public interest.

56

Joint Motion at 45.
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While all of the Opposing Parties have recommendations for strengthening
the penalty, Cal Advocates is the only party that offers an estimate of the amount
of potential penalties in this investigation. Cal Advocates calculates potential
penalties of approximately $943.8 million for the October 2017 wildfires and
approximately $1.5 billion for the 2018 Camp Fire.57 PG&E and CUE respond
that Cal Advocates’ estimates are based on unproven alleged violations,
speculative estimates as to the longevity of the alleged violations, and the
statutory maximum level for setting a fine without taking into account the
financial resources of the utility.58 TURN, on the other hand, argues that
Cal Advocates’ calculations may actually underestimate the potential penalties,
particularly with respect to the allegations related to the Camp Fire.59
The Settling Parties agree that “the settlement should be commensurate
with the scale of the 2017 and 2018 wildfires.”60 The Settling Parties represent
that the settlement agreement “requires PG&E to bear an additional $1.675
billion in financial obligations to resolve this proceeding.”61 By implication, the
Settling Parties believe that the settled amount of $1.675 billion in financial
obligations is commensurate.62 However, the Commission does not find that the
effective value of the settled penalty is $1.675 billion as represented by the
Settling Parties.
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Cal Advocates Comments at Attachment B and Attachment E.
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PG&E/CUE Reply Comments at 14-15.
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TURN Reply Comments at 8-9.
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Joint Motion at 35.
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Joint Motion at 39.

It is unknown why the Settling Parties settled on an amount of $1.675 billion. The settlement
agreement is a negotiated compromise and a “black box” settlement. The Settling Parties did
not assign a specific dollar amount to each alleged violation or explain the basis for the settled
amount. (PG&E/CUE Reply Comments at 15.)
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Based on review of the record in this proceeding, the Commission finds
that the provision for penalties set forth in the proposed settlement agreement is
inadequate for the following reasons: (1) the proposed penalty is not
commensurate with the magnitude of the allegations and conduct that are at
issue; (2) the effective value of the financial obligations imposed on PG&E is less
than the asserted amount of $1.675 billion given that PG&E may not otherwise
have received ratepayer recovery for a substantial amount of the costs identified
in the settlement agreement and that PG&E can be expected to receive significant
tax savings associated with the financial obligations; and (3) the proposed
settlement agreement is not in the public interest or consistent with Commission
precedent because it does not impose any fines on PG&E.
Although this proceeding has not been fully adjudicated and there are
questions of law and fact that remain in dispute, the Commission cannot find
that a settlement is reasonable or in the public interest unless it reflects the
magnitude of the allegations and conduct that are at issue. In reviewing the
penalty factors, the litigation risk to PG&E is very high and the only factor that
may weigh against a much higher penalty is the financial resources of the utility.
However, as noted above, there is insufficient information in the record
regarding the extent of PG&E’s ability to pay a higher penalty.
As all parties acknowledge, the wildfires of 2017 and 2018 resulted in an
unprecedented level of destruction, loss of life, and damage to property. The
Settling Parties represent that a penalty amount of $1.675 billion is
commensurate with the scale of the harm caused by the 2017 and 2018 wildfires.
The Opposing Parties argue that the potential penalties, were the case fully
litigated, may be greater than the settled amount by as much as $750 million or
more. Because the Commission finds that the proposed penalty is too low
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relative to the harm and that the effective value is likely substantially less than
the proposed $1.675 billion, the Commission finds that the settlement agreement
is not reasonable in light of the whole record or in the public interest.
The Commission finds that the settlement agreement should be modified
to: (1) increase the financial obligations to be imposed on PG&E by an additional
$462 million of which $198 million shall go toward future wildfire mitigation
expenses that would have otherwise been recovered from ratepayers but for this
decision, $64 million shall go toward expanding the System Enhancement
Initiatives, and $200 million shall be in the form of a fine payable to the General
Fund, which shall be permanently suspended; and (2) require that any tax
savings (i.e., financial benefits) associated with shareholder obligations for
operating expenses in the settlement agreement, as modified by this decision, be
returned for the benefit of ratepayers once PG&E has realized the savings. The
justification for these modifications is discussed further below.
In a series of pleadings filed after the issuance of the POD, with the
exception of the provision that the tax savings be returned for the benefit of
ratepayers, the Settling Parties do not reject these modifications (SED did not
oppose any of the modifications).63 In its appeal, PG&E does argue that a fine
and additional disallowances are inappropriate because the violations against it
were never proven and that SED would have faced considerable litigation risk if
the violations had proceeded to hearing.64 PG&E’s argument is belied by the
scope and extent of the violations set forth in SED’s Fire Reports, as noted above.
Also notable, as an independent matter, is PG&E’s recent agreement with the

PG&E Response to Request for Review at 12; CUE Response to Request for Review at 2; SED
Response to Request for Review at 2; SED Response to POD at 2.
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PG&E Appeal at 29-31, 35-36.
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Butte County District Attorney to plead guilty to 84 counts of involuntary
manslaughter in connection with the Camp Fire.65 PG&E wrongly attempts to
minimize the seriousness of the violations it faced. For the reasons discussed
above, the penalties imposed here are justified, and but for PG&E’s financial
condition, even higher penalties might have been warranted.
PG&E’s objections that the modifications to the settlement agreement
undermine the Commission policy favoring settlement and the larger regulatory
compact are also misplaced.66 As noted above, the Commission affords
considerably less deference to settlements that do not include all the parties, and
here the settlement was vigorously contested by the non-settling intervenors.
The Commission retains the responsibility to independently review, and if
appropriate modify, settlements to ensure that they are in the public interest.
Disallowances
The Commission has explained that: “The purpose of a fine is to go
beyond restitution to the victim and to effectively deter further violations by this
perpetrator or others. … Deterrence is particularly important against violations
which could result in public harm, and particularly against those where severe
consequences could result.”67 The Commission has the authority to impose fines
pursuant to Pub. Util. Code §§ 2107 and 2108. In addition to statutory fines, the
Commission has the authority to fashion other equitable remedies pursuant to
Pub. Util. Code § 701 and other statutes.

65 TURN Response to PG&E Motion Requesting Other Relief at 2-3, 16-17; Cal Advocates
Response to Appeals and Request for Review at 10.
66

PG&E Appeal at 27-29.

67

D.98-12-075 at 35.
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In past enforcement actions, the Commission has used a mix of penalties,
including fines to the General Fund, disallowances, and other remedies, to
penalize a utility for violations and to deter similar behavior and violations in the
future.68 Although the Commission has in the past used disallowances as a
penalty in enforcement proceedings, such disallowances can only be effective as
a penalty where shareholders are required to absorb costs that would otherwise
be paid by ratepayers. To disallow ratepayer funding of costs that would not
have been recoverable from ratepayers even in the absence of the enforcement
action has little or no value as a penalty.
The proposed settlement agreement provides for $1.625 billion in
disallowances for wildfire-related costs that PG&E has incurred or will incur.
These wildfire-related costs are identified as follows:69
Description

Expense

Capital

Estimated
Amount

Distribution Safety
Inspections Expense
(excludes repairs)
(FRMMA/WMPMA)70
Distribution Safety
Repairs Expense
(FRMMA/WMPMA)
Transmission Safety
Inspections Expense
(excludes repairs)
(recovered at FERC)71

$157,000,000

$157,000,000

$79,000,000

$79,000,000

$225,000,000

$225,000,000

68

D.15-04-024 at 1-2; see Joint Motion at 41-45.

69

Settlement Agreement at 2-3, as modified by PG&E January 10, 2020 Response at 3-4.

FRMMA is the Fire Risk Mitigation Memorandum Account. WMPMA is the Wildfire
Mitigation Plan Memorandum Account.

70

71

FERC is the Federal Energy Regulatory Commission.
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Description

Expense

Transmission Safety
Repairs Expense
(recovered at FERC)
AWRR Base Camp
and Admin Expense
(FHPMA)72
2017 Northern
California Wildfires
CEMA73 Expense and
Capital (for amounts
associated with fires
for which SED or CAL
FIRE have alleged
violations) (CEMA)
2018 Camp Fire
CEMA Expense
(CEMA)
2018 Camp Fire
CEMA Capital for
Restoration (CEMA)
2018 Camp CEMA
Capital for Temporary
Facilities

$209,000,000

$209,000,000

$36,000,000

$36,000,000

Total

Capital

$82,000,000

$66,000,000

$435,000,000

Estimated
Amount

$152,000,000

$435,000,000

$1,222,000,000

$253,000,000

$253,000,000

$84,000,000

$84,000,000

$403,000,000

$1,625,000,000

The Opposing Parties argue that it is uncertain whether these costs would
have been recoverable from ratepayers. Pursuant to Pub. Util. Code § 451, the
Commission must ensure that all charges demanded or received by any public
utility are just and reasonable. A utility cannot recover costs from ratepayers
absent Commission review of the costs for reasonableness and approval to
recover in rates. There has been no finding by the Commission that the costs

72

FHPMA is the Fire Hazard Prevention Memorandum Account.

73

CEMA is the Catastrophic Event Memorandum Account.
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identified in the settlement agreement are reasonable. Even in the absence of the
settlement agreement, it is possible that the Commission may have disallowed
some of the costs set forth in the settlement agreement in the ordinary course of
its reasonableness review of these costs pursuant to Pub. Util. Code § 451.
In particular, TURN, Del Monte, and Wild Tree argue that it is highly
uncertain that the Commission would have authorized rate recovery of the
CEMA costs identified in the settlement agreement. CEMA is used to record
unexpected costs incurred as a result of significant events declared to be disasters
by the state of California or federal authorities.74 These costs are recoverable in
rates following a request by the affected utility, a Commission finding of their
reasonableness, and approval by the Commission.75
The CEMA costs included in the settlement agreement relate to the 2017
and 2018 wildfires for which SED has alleged violations and CAL FIRE has made
determinations that PG&E’s electrical facilities ignited. PG&E does not dispute
that its equipment played a role in igniting in these fires. TURN, Del Monte, and
Wild Tree argue that PG&E is not likely to be able to demonstrate the
reasonableness of CEMA costs associated with catastrophes that it was
responsible for causing.76
Due to the risk of non-recovery of the CEMA costs identified in the
settlement, TURN recommends that the identified CEMA costs totaling
$924 million not count towards the $1.625 billion in disallowances. As a
substitute for those CEMA costs, TURN proposes that PG&E forego recovery of
A utility may record costs for the following in CEMA: (1) safely restoring utility services to
customers during declared natural disasters, (2) repairing, replacing or restoring damaged
utility facilities, or (3) complying with governmental agency orders. (Pub. Util. Code, § 454.9(a).)

74

75

Pub. Util. Code, § 454.9(b); see also Pub. Util. Code, § 451.

76

TURN Comments at 13-14; Del Monte/Wild Tree Comments at 21-22.
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$930.9 million in other CEMA costs included in two pending PG&E CEMA
applications (Application (A.) 18-03-015 and A.19-09-012), which do not involve
costs associated with wildfires caused by PG&E.77 Although TURN’s proposed
substitute costs are approximately $7 million higher than the settled costs, TURN
contends that the small increase is reasonable given the uncertainty as to whether
the Commission would have authorized these costs for recovery and to help
ensure that more of the amount identified as a penalty is indeed a penalty.78
Upon review of the costs identified in the settlement, the Commission
agrees with the Opposing Parties that argue that PG&E’s ability to recover all of
the CEMA costs identified in the settlement is questionable. TURN observes that
PG&E has not yet sought recovery of these costs. Moreover, in the past, the
Commission has disallowed ratepayer recovery for costs related to fires caused
by utility equipment where the Commission found that the utility did not
reasonably manage and operate its facilities prior to the fires.79 On the other
hand, as noted above, PG&E contests many of the violations related to the 2017
and 2018 fires.
Given the substantial uncertainty regarding the recoverability of the
settled CEMA costs, the effective value of these disallowances as a penalty is
likely much lower than the stated $924 million. It is unclear whether the Settling
Parties took into account the likelihood of recoverability of these costs.80

77

TURN Comments at 21-23.

78

TURN Comments at 23.

79

See e.g., D.17-11-033.

PG&E and CUE state that the Settling Parties never suggested or made any prediction as to
whether the Commission would view these costs as reasonable in a reasonableness review.
(PG&E/CUE Reply Comments at 12.)

80
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However, the Commission finds that this uncertainty must be taken into account
when assessing whether the penalty is adequate.
To account for this uncertainty and to ensure the penalty is commensurate
with the scale of the 2017 and 2018 fires, the Commission finds that the settled
penalty amount should be increased. The Commission finds that an appropriate
modification is to adopt all of the disallowances in the settlement, and also
increase the penalty amount by $462 million, which is half the value of the
disputed CEMA costs included in the settlement. This modification will help to
ensure that the effective value of the penalty more closely approximates the
amount proposed by the Settling Parties.
Of this $462 million, the Commission finds it reasonable to require that
$198 million shall go toward future wildfire mitigation expenses that would
otherwise have been recovered from ratepayers but for this decision;
$200 million shall be in the form of a fine payable to the General Fund, which
shall be permanently suspended; and $64 million shall go toward the System
Enhancement Initiatives and corrective actions identified below. The $198
million shall be applied to wildfire mitigation expenses recorded in the FRMMA
or WMPMA within 4 years of the effective date of the settlement.
The Commission recognizes that the settlement agreement is a negotiated
compromise, and contrary to arguments presented by some of the Opposing
Parties, does not find that the CEMA disallowances identified in the settlement
have no value as a penalty. Although there are questions regarding whether the
Commission would have allowed ratepayer recovery for these costs, it is not
certain that the Commission would have disallowed all of these costs. The
Commission also notes that forgoing what is likely to be extensive litigation
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regarding the reasonableness of these costs saves resources for the Commission,
PG&E’s ratepayers, and other parties.
Anticipated Tax Benefits
PG&E estimates that all $1.625 billion of the wildfire-related expenditures
identified in the settlement agreement will be deductible for federal tax purposes
and that it is possible but not certain that the additional $50 million invested in
System Enhancement Initiatives will also be deductible for federal tax
purposes.81 PG&E estimates that the full $1.675 billion in financial obligations
will be tax deductible for California state tax purposes.82 Assuming that the full
$1.675 billion is tax deductible, and depending on many other variables such as
PG&E’s taxable income, net operating loss position, future changes in the tax
laws, and the timing of expenditures, PG&E estimates that its anticipated tax
savings are as follows:83
Tax Category

Total Amount
Deductible &
Depreciable

Statutory Tax Rate

Anticipated Tax
Savings

Federal

21 percent

$1,675,000,000

$351,750,000

State

8.84 percent

$1,675,000,000

$148,070,000

State Impact on
Federal Tax

21 percent

($148,070,000)

($31,094,700)

Total

n/a

n/a

$468,725,300

TURN, Del Monte, and Wild Tree argue that any tax benefits that result
from the structure of the penalty would reduce the net impact and deterrent
81

PG&E Jan. 10, 2020 Response at 10.

82

PG&E Jan. 10, 2020 Response at 10-11.

83

PG&E Jan. 10, 2020 Response at 14.
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value of the adopted penalty.84 TURN recommends that the settlement
agreement be modified to include language that would require any tax benefit to
be used to support the business in a manner that directly benefits ratepayers,
such as through investment in operations that would otherwise be funded
through rate revenues, or where appropriate, support for the utility’s credit
ratings.85
Generally, the federal tax treatment of fines, penalties, and other amounts
associated with government enforcement action is governed by Section 162(f) of
the Internal Revenue Code of 1986, as amended by the Tax Cuts and Jobs Act of
2017 (TCJA). Under 26 U.S.C. § 162(f), a federal income tax deduction is not
allowed “for any amount paid or incurred (whether by suit, agreement, or
otherwise) to, or at the direction of, a government or governmental entity in
relation to the violation of any law or the investigation or inquiry by such
government or entity into the potential violation of any law.” 26 U.S.C. §
162(f)(2)(A)(i) provides for two exceptions where deductions for such amounts
are not disallowed: (1) amounts paid as restitution, and (2) amounts paid to
come into compliance with “any law which was violated or otherwise involved
in the investigation or inquiry.” For either of the exceptions to apply, the
amounts must be “identified as restitution or as an amount paid to come into
compliance with such law, as the case may be, in the court order or settlement
agreement.”86
The Settling Parties characterize the $1.625 billion in wildfire-related
expenditures as costs that PG&E has incurred or will incur to comply with its
84

TURN Comments at 25; Del Monte/Wild Tree Comments at 20-21.

85

TURN Comments at 25.

86

26 U.S.C. § 162(f)(2)(A)(ii).
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legal obligations to provide safe and reliable service.87 The Settling Parties also
state that the $1.625 billion in financial obligations are costs that “were, or will
be, incurred by PG&E, not at the direction of SED or the Commission in the
OII.”88 Based on these characterizations, Section 162 does not bar PG&E from
deducting these costs from its federal taxes.89 In fact, PG&E states that it has
already reported some of the incurred costs as current deductions or capital asset
depreciation deductions in its tax return and financial statements and expects to
report future costs in the same manner when they are incurred.90
There is less certainty regarding whether the shareholder funded System
Enhancement Initiatives would fall under one of the exceptions under
Section 162, and therefore, be deductible under federal law.91
California continues to follow the pre-TCJA Section 162(f), which
prohibited deductions “for any fine or similar penalty paid to a government for
the violation of any law.”92 Therefore, under California law, both the
disallowances and costs of the System Enhancement Initiatives would likely be
deductible.
In comparison, a fine payable to the General Fund is not deductible under
Section 162 or California law since it is a payment to a government for a violation
of law or investigation or inquiry into a potential violation of law.

87

Joint Motion at 13.

88

Joint Motion at 13.

The additional disallowances adopted by this decision appear to be deductible for the same
reasons.

89

90

PG&E Jan. 10, 2020 Response at 13.

91

PG&E Jan. 10, 2020 Response at 11-12.

PG&E Jan. 10, 2020 Response at 12 citing 26 U.S.C. § 162(f) (Effective: December 19, 2014 to
December 21, 2017).

92
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The POD modified the settlement agreement to require that ratepayers,
rather than shareholders, receive the benefit of any tax savings associated with
the financial obligations to be imposed on PG&E in this proceeding (“tax benefit
provision”). PG&E and CUE object to the tax benefit provision and argue that
the Commission should eliminate the provision because it is contrary to
Commission precedent, invites PG&E to violate Internal Revenue Service (IRS)
normalization rules, and because it is unclear whether the POD considered the
impact of a potential $518 million increase in penalties that may result.93
The argument that the tax benefit provision is contrary to Commission
precedent is not persuasive. PG&E argues that the Commission’s general rule is
“that when deductions were not part of utility cost of service, but were generated
with shareholder funds, the deductions are the property of shareholders and not
ratepayers. This include[s] deductions derived from disallowed costs incurred in
excess of those included in rates.”94 Although this general rule may apply in rate
cases such as those cited by PG&E, it does not necessarily apply to penalties.
Penalties are intended to punish and deter unlawful conduct. Therefore, the
Commission may find that it is not appropriate for disallowances or
expenditures intended as penalties to be treated as they would ordinarily be
treated for ratemaking purposes.95
There is some merit to the assertion that the tax benefit provision may
implicate IRS normalization rules, at least with respect to the capital
expenditures for which PG&E has taken accelerated depreciation. Pursuant to
IRS normalization rules, a utility receives accelerated tax benefits in the early
93

PG&E Appeal at 3 and 44-46; CUE Appeal at 5-6.

94

PG&E Appeal at 44 quoting D.14-08-032 at 584.

95

See., e.g., D.16-12-010 at 30-31.
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years of an asset’s regulatory life, “but passes that benefit through to ratepayers
ratably over the regulatory useful life of the asset in the form of reduced rates.”96
The POD directed PG&E to return the tax benefits to ratepayers “once PG&E has
realized the savings.”97 The POD also directed that “[t]he tax savings shall be
applied in accordance with any applicable Internal Revenue Service
normalization rules.”98 However, PG&E argues that the normalization rules
necessarily conflict with the tax benefit provision and that it is unclear how
PG&E is to resolve this conflict.99
As set forth in Commissioner Rechtschaffen’s request for review, applying
the tax benefit provision only to the tax savings associated with operating
expenses and not to any tax savings associated with capital expenditures would
eliminate any potential legal conflict with IRS normalization rules.100 Although
acknowledging that the modified tax benefit provision would eliminate any
potential violation of IRS normalization rules, PG&E and CUE continue to object
to the modified tax benefit provision arguing that it would still add an additional
$425.5 million to the dollar value of the settlement and jeopardize PG&E’s timely
emergence from Chapter 11 bankruptcy proceedings.101 However, the
Commission rejects this argument because the dollar value of the tax benefits is
speculative, and PG&E has not met its burden of demonstrating that returning
the tax benefits to ratepayers (when they are realized) would jeopardize PG&E’s
timely emergence from bankruptcy.
96

PG&E Appeal at 45.

97

POD at 72, Ordering Paragraph 1.b.

98

POD at 44, n. 94.

99

PG&E Appeal at 46.

100

Commissioner Rechtschaffen’s Request for Review at 4-5.

101

PG&E Response to Request for Review at 11; CUE Response to Request for Review at 2.
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The financial obligations adopted in this decision are intended as penalties
for the purpose of punishment and deterrence, and therefore, it is not
appropriate for these expenditures to be treated as they would be treated during
the course of ordinary business. In order for the financial obligations adopted in
this decision to have the appropriate punitive and deterrent impact, the
Commission finds that ratepayers, rather than shareholders, should receive the
benefit of any tax savings associated with these financial obligations. The
Commission notes that if a fine were adopted for the same amount as the
disallowances, the value of the penalty would be certain102 and there would be
no associated tax savings. To avoid any violation of IRS normalization rules,
only the tax savings associated with operating expenses and not capital
expenditures shall be returned to ratepayers.
PG&E argues that the Settling Parties took into account the deductibility of
these expenditures in assessing PG&E’s overall financial condition for purposes
of reaching an agreement as to the financial obligations that should be imposed
on PG&E.103 However, the Settling Parties have not provided any information
regarding how the deductibility of these expenditures impacts PG&E’s overall
financial condition or its ability to exit from bankruptcy now. The return of tax
benefits to ratepayers will not occur until those tax benefits are realized by the
company, which may occur many years in the future. There is no mention in the
Joint Motion or the settlement agreement regarding these anticipated tax savings.
Moreover, it is unclear that any tax savings were factored into assessing PG&E’s

As discussed above, the effective value of the settled disallowances as a penalty is uncertain
because it is uncertain whether PG&E would have otherwise been able to recover these costs
from ratepayers.

102

103

PG&E. Jan. 10, 2020 Response at 14-15.
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overall financial condition given PG&E’s arguments that the calculation of these
tax benefits is uncertain.104
Therefore, as PG&E realizes any tax savings associated with the
shareholder obligations for operating expenses set forth in the settlement
agreement, as modified by this decision, PG&E is directed to report these tax
savings, with accompanying supporting testimony and underlying calculations,
in its next General Rate Case (GRC) filing immediately following the realization
of the savings. The amount of the tax savings shall be applied to wildfire
mitigation expenses recorded in the WMPMA or FRMMA that would otherwise
have been recovered from ratepayers but for this decision.105 This will ensure
that ratepayers, not PG&E shareholders, benefit from the tax savings associated
with treating the penalty as an ordinary business expense.
Imposition of Fine
Although the proposed settlement agreement imposes $1.675 billion in
financial obligations on PG&E, it does not require PG&E to pay any fine to the
General Fund. The Settling Parties contend that PG&E’s bankruptcy affects its
ability to pay a cash fine.106

104

See PG&E Jan. 10, 2020 Response at 12-13.

105 In the event that all of the reported tax savings cannot be applied to FRMMA or WMPMA
expenses in the GRC in which PG&E reports the tax savings, the reported savings or portion
thereof shall be applied to the subsequent GRC or stand-alone application in which PG&E seeks
recovery of FRMMA or WMPMA expenses. In the event that neither the FRMMA or WMPMA
are open at the time the tax savings are to be applied, the Commission will designate substitute
recorded wildfire mitigation or resiliency-related expenses that would otherwise have been
recovered from ratepayers to which these savings should be applied.

106

Joint Motion at 38.
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Del Monte and Wild Tree argue that a fine of $0 is not in the public interest
or in compliance with the law.107 Del Monte and Wild Tree argue that the
Settling Parties have put forth no evidence on PG&E’s ability to pay a fine and
have not shown that PG&E is unable to pay a fine.108
Upon review of the facts of this case, the Commission finds that it is
neither consistent with Commission precedent nor in the public interest for this
investigation to conclude without the assessment of a fine. There is no question
that PG&E’s electric facilities played a role in the 2017 and 2018 fires. PG&E
faces a total of 45 alleged violations concerning these fires and does not contest
14 of these violations.109 Given the severity of the allegations, the assessment of
no fine is not within a reasonable range of potentially litigated outcomes.
Of the settled penalty amount of $1.675 billion, $1.625 billion are in the
form of disallowances. However, as discussed above, disallowances are not the
same as a fine. Fines convey the strongest societal opprobrium for wrongdoing
and are thus the most potent tool for purposes of penalizing and deterring
unlawful conduct.
Notably, all of the prior Commission decisions cited as precedent by the
Settling Parties included a fine payable to the General Fund.110 In D.15-04-024,
the Commission imposed a mix of fines, penalties, and other remedies in
connection with the San Bruno proceedings. On its decision to impose a fine, the
Commission explained: “we recognize both the statutory tool for penalties
(i.e., fines to the state General Fund) and the Commission’s long-standing policy

107

Del Monte/Wild Tree Comments at 23.

108

Del Monte/Wild Tree Comments at 23.

109

Settlement Agreement, Exhibit B.

110

Joint Motion at 45.
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and practice of imposing fines on [utilities] as a means of penalizing and
deterring, and therefore require PG&E to pay $300 million of the total penalties
and remedies in the form of a fine to the state General Fund.”111
The Commission has explained that “[s]ome California utilities are among
the largest corporations in the United States and others are extremely modest,
one-person operations. What is accounting rounding error to one company is
annual revenue to another. The Commission intends to adjust fine levels to
achieve the objective of deterrence, without becoming excessive, based on each
utility’s financial resources.”112 As noted by Cal Advocates, PG&E is one of the
largest combined natural gas and electric energy companies in the
United States.113 PG&E’s last authorized total revenue requirement for 2019 was
$18.184 billion.114
With the modifications adopted by this decision, the total penalties to be
imposed on PG&E is $2.137 billion.115 In recognition of the number and severity
of the allegations that are at issue in this investigation, the lives lost and homes
destroyed, PG&E’s size, and the Commission’s long-standing policy and practice
of imposing fines on utilities as a means of penalizing and deterring future
misconduct, the Commission finds that, of the $2.137 billion in penalties, it is
reasonable to impose a fine of $200 million.
The POD would have imposed a requirement that the fine be paid from
funds that would not otherwise be available to satisfy the claims of wildfire
111

D.15-04-024 at 3.

112

D.98-12-075 at 38-39.

113

Cal Advocates Reply Comments at 5-6.

114

Application 18-12-009, filed December 13, 2018 at 7, Table 4.

This amount excludes PG&E’s anticipated tax savings associated with these financial
obligations that will be credited to ratepayers, rather than shareholders.

115
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victims.116 PG&E objects to this requirement arguing that such a requirement
would jeopardize confirmation of its Plan of Reorganization (PoR) in its pending
bankruptcy case. In the event that the Commission imposes any fine, PG&E
requests that the Commission order that the fine is a Fire Victim Claim under
PG&E’s PoR, will be paid out of the Fire Victims Trust, and will be subordinated
to the Trust’s payments to fire victims.117
The Commission does not find it appropriate for this fine to be included in
the Fire Victims Trust because the fine is dissimilar in nature to the claims of the
wildfire victims and should not compete with such claims. Commissioner
Rechtschaffen’s request for review proposed that the Commission impose the
$200 million fine without any restriction as to the source of funds but
permanently suspend the fine due to: “the unique situation of PG&E’s
bankruptcy, its indebtedness to hundreds of wildfire claimants for loss of life and
property, and the current upheaval in the financial markets.”118 The Settling
Parties have indicated that they do not oppose this modification to the POD.119
Despite its size, PG&E’s ability to raise capital as part of its PoR is not
unlimited. The record reflects that PG&E already has wildfire-related liabilities
totaling $25.5 billion.120 Moreover, the company is required to resolve its
bankruptcy proceeding at a time when there is a great deal of uncertainty with
respect to the financial markets. Although the Commission finds that a fine
should be imposed for the reasons discussed above, the Commission finds that
116

POD at 72, Ordering Paragraph 1.a.

117

PG&E Motion Requesting Other Relief at 47; PG&E Appeal at 52.

118

Commissioner Rechtschaffen’s Request for Review at 2-3.

PG&E Response to Request for Review at 3; SED Response to Request for Review at 2; CUE
Response to Request for Review at 2.

119

120

Joint Motion at 38-39.
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permanent suspension of the fine is warranted in light of these unique and
unprecedented circumstances and to ensure that payment of the fine does not
reduce the funds available to satisfy the claims of wildfire victims.
System Enhancement Initiatives
8.6.1 Funding of Initiatives
The settlement agreement sets forth estimates of duration and funding
requirements for 20 different System Enhancement Initiatives.121 The Settling
Parties agree that the duration and funding level for each of the System
Enhancement Initiatives may be modified upon agreement by PG&E and SED, as
long as the shareholder provided settlement funds for the initiatives total
$50 million. The Settling Parties also agree that if PG&E becomes aware that it
will not fully expend the shareholder settlement funds estimated for an initiative,
it shall inform SED, and PG&E and SED shall make a good faith effort to reach
agreement on the method of expending any remaining funds.
TURN argues that the settlement agreement should be modified to reflect
that PG&E is required to finish the System Enhancement Initiatives using
shareholder funding and will not seek ratepayer recovery for the costs of the
initiatives.122
PG&E objects to TURN’s proposed modification, arguing that the Settling
Parties have made a good faith estimate that the initiatives will require
$50 million in shareholder funds to complete and do not anticipate exceeding
that amount.123

121

Settlement Agreement, Section III.B.

122

TURN Comments at 24.

123

PG&E/CUE Reply Comments at 18.
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The Commission has not authorized ratepayer funding for the System
Enhancement Initiatives. If the costs of implementing the specified initiatives
exceed the level of shareholder funding ordered in this decision, PG&E is not
barred from seeking ratepayer recovery of these costs. However, any request for
ratepayer funding must be found to be reasonable and appropriate in a general
rate case or other application.
It is also possible that PG&E may not expend all of the budgeted
shareholder funds. The longest estimated duration for any of the System
Enhancement Initiatives is within five years of the effective date of the settlement
agreement. With the exception of shareholder funds to be spent on the root
cause analyses and corrective actions, discussed further below, if PG&E has not
spent the budgeted shareholder funds on the specified initiatives within five
years of the effective date of the settlement agreement, the remaining balance
shall be paid to the General Fund.
8.6.2 Root Cause Analyses
The settlement agreement provides that PG&E shareholders will pay for
an independent root cause analysis (RCA) company to conduct an RCA for each
of the wildfires included in this OII that were reportable incidents to the
Commission and for which CAL FIRE determined that the ignition involved
PG&E facilities.124 The RCAs for the applicable 2017 wildfires will be initiated
within three months of the bankruptcy court’s approval of the settlement
agreement and will be completed no later than one year after the date of
commencement. The RCA for the Camp Fire will commence after the
Butte County District Attorney finishes its investigation and CAL FIRE makes

124

Settlement Agreement, Exhibit C, Section B.7.
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evidence from the Camp Fire available. The total budget set forth in the
settlement agreement for the RCAs is $3 million over a one-year period.
The settlement agreement states: “The purpose of the RCA will be to
analyze the factors that contributed to the ignition of the fires and make
recommendations as appropriate so that the learnings can be implemented on a
go-forward basis to mitigate the risk of similarly caused fires in the future.
Analyzing all of these fires will maximize lessons learned not only for PG&E, but
also for the Commission.”125 The settlement agreement clarifies that “the RCA
will consider all potential root causes, and will not be restricted to violations of
GO 95.”126 The settlement agreement further states that the RCA may “identify
systemic, programmatic, management, and structural matters that may need to
be addressed to reduce such incidents in the future.”127
The proposed settlement agreement provides that the RCA final report(s)
will be provided to the Director of SED and served on the service list for
Investigation (I.) 19-06-015. Within 30 days after each RCA final report is
completed, PG&E will submit a response to the Director of SED and the service
list for I.19-06-015 addressing whether and how it will work to incorporate
lessons based on the RCA report and its recommendations into its operations or
provide an explanation as to why it is declining to incorporate any lessons.
PG&E also agrees to make a good faith effort to initiate incorporation of the
lessons learned within 12 months after the RCA final report is delivered to
PG&E.
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Cal Advocates and TURN recommend that the proceeding remain open to
evaluate the results of the RCAs of the fires that will be undertaken pursuant to
the settlement agreement, among other issues.128 TURN also argues that the
process for review of the RCAs set forth in the settlement agreement is
insufficient because it leaves full discretion for the implementation of mitigation
actions with PG&E.129
The Commission agrees that the RCAs are a worthy initiative that will
potentially yield valuable information and lessons that can aid in efforts to
reduce the risk of future catastrophic wildfires. However, the Commission finds
that modifications to this initiative are warranted to ensure that the RCAs are
scoped with sufficient depth and breadth, and to dedicate resources to
implementing corrective actions that may be identified from the RCAs.
First, the Commission finds that a budget of $3 million for all 17 RCAs
may be inadequate to conduct RCAs of sufficient depth and breadth and finds
that the total budget to be funded by shareholders should be increased by
$14 million for a total budget of $17 million. This amount accommodates a
budget of up to $1 million per RCA, and funds can be shifted between the
analyses depending on the complexity of each. If the RCAs are conducted for
less than $17 million, any remaining funds shall be used to implement corrective
actions.
Second, PG&E shall spend $50 million of shareholder funds, plus any
amount remaining from the budget for conducting the RCAs, to implement

128

Cal Advocates Comments at 22; TURN Comments at 26-27.

129

TURN Comments at 27.

333875920

53

I.19-06-015 COMM/DECISION DIFFERENT CR6/gp2

corrective actions stemming from the RCAs that would otherwise have been
funded by ratepayers but for this decision, as described further below.
Third, the settlement agreement provides that SED and OSA will select the
consultant for the RCAs and that the consultant shall confer with and work
under the direction of SED and OSA.130 However, the OSA is no longer an office
within the Commission effective January 1, 2020 due to the sunset of Pub. Util.
Code § 309.8, which established the OSA. The Commission has established a
new division, the Safety Policy Division (SPD), which will carry on many of the
activities of OSA in an advisory capacity within the Commission. While SPD
will not become a formal party to proceedings, it has a safety policy and advisory
role within the Commission and is well positioned to work with SED to manage
the consultant selected to perform the RCAs. Therefore, OSA’s role with respect
to the RCAs shall be replaced by SPD.
Fourth, the Commission addresses the intended scope of the RCAs in
order to set expectations. The settlement agreement states that the RCAs will
analyze the events and may identify “systemic, programmatic, management, and
structural matters that may need to be addressed to reduce such incidents in the
future.”131 It is the Commission’s expectation that the analyses will not be
limited to technical causes of the fires and will be scoped with sufficient depth
and breadth to ensure that any physical, procedural, operational, management,
and organizational elements that may have contributed to the fires’ ignition
come to the surface. The Commission also expects the RCAs to be conducted in a
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manner that will enable the Commission, PG&E, and stakeholders to understand
similarities, differences, and trends across the different events.
Fifth, the Commission finds that there must be a more robust process after
the completion of the RCAs in order to ensure that appropriate corrective actions
are identified and undertaken. The settlement agreement provides that upon
completion of the RCA reports (which may be staggered because of the evidence
related to the Camp Fire), the reports will be served on the service list as well as
on the Director of SED. PG&E will then submit a response within 30 days after
each RCA report is completed. The Commission directs PG&E to also serve the
RCA reports and PG&E’s responses on the Director of SPD and the Director of
the Wildfire Safety Division (WSD), which is now responsible for reviewing
utilities’ annual wildfire mitigation plans required pursuant to Senate Bill
(SB) 901 (Stats. 2018).
Within 60 days after PG&E has served its last response addressing the
RCA report(s) for the 2017 wildfires, or as soon as practicable, SED and SPD will
hold a workshop regarding the 2017 wildfire RCAs, with notification to the
service list of I.19-06-015. Within 60 days after PG&E has served its response
addressing the RCA report for the Camp Fire, or as soon as practicable, SED and
SPD will hold a workshop regarding the Camp Fire RCA, which may also
address the RCAs for the 2017 wildfires, with notification to the service list of
I.19-06-015.
Following each workshop, SED and SPD will make recommendations to
the Commission concerning: (1) any recommended corrective actions based on
the RCAs, and (2) a vehicle, such as a proceeding, working group, or series of
reports and workshops (or any combination thereof), that can serve as a means
for the Commission, PG&E, and stakeholders to further consider the corrective
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actions that may be needed and to monitor the implementation of any corrective
actions. The budget for the corrective actions shall be $50 million of PG&E
shareholder funds, in addition to any funds remaining from the budget for
conducting the RCAs.
8.6.3 Format and Availability of Reports and Data
Under the proposed settlement agreement, PG&E will submit quarterly
reports on electric maintenance work to SED and provide data on “near hit”
potential fire incidents on a quarterly basis to SED and other Settling Parties that
request in writing to receive the data.132
CCSF recommends that the settlement agreement be modified to make the
quarterly electric maintenance reports and “near hit” data available to local
governments and the general public. CCSF also states that the location
information for both the quarterly electric maintenance reports and “near hits”
should be presented in a manner that is understandable by local government
officials and the general public.
PG&E and CUE respond that the Settling Parties are opposed to amending
the settlement to include CCSF’s recommendations due to the need for expedited
review and approval of the settlement. However, PG&E states that it is willing
to meet with CCSF and further discuss enhanced information sharing.133
To the extent possible, the Commission intends for this information to be
made available to local governments and the public in order to promote greater
transparency on important issues of public safety. However, there is a lack of
specificity in the settlement agreement regarding the format and content of these
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reports, and therefore, it is unclear how and to what extent this information
should be made more widely available.
The Commission directs PG&E to consult with SED and SPD within
30 days of the effective date of the settlement agreement regarding the
appropriate format, content, and treatment (including availability to local
governments and the public) of the quarterly electric maintenance reports and
“near hit” data. Upon request of SED or SPD, PG&E shall also consult with the
Divisions regarding the appropriate format, content, and treatment of other
reporting and data sharing requirements set forth in the settlement agreement.
As part of consulting with SED and SPD, PG&E shall provide those Divisions
with proposed report and data sharing templates for their comment and
consideration. PG&E shall file a Tier 1 advice letter with SED within 60 days of
the effective date of the settlement agreement to memorialize the format, content,
and treatment of the reports and data set forth in the settlement agreement.
8.6.4 Timing of Wildfire Safety Audit
Under the proposed settlement agreement, PG&E shall retain Safety
Evaluator(s) who will perform independent audits and reviews of PG&E
policies, procedures, practices, compliance with shareholder-funded System
Enhancement Initiatives, and financial data related to PG&E’s Wildfire Safety
Plans.134
Cal Advocates recommends that the Safety Evaluator’s audit of PG&E’s
overhead distribution and transmission maintenance program be revised so that
the audit starts within one month of the settlement agreement’s effective date
rather than within one year as currently drafted.135 Cal Advocates argues that
134
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there is no reason to delay the audit for a year given the serious violations SED
alleges related to the Camp Fire.
PG&E disagrees that the audit should start within one month of the
effective date of the settlement but initially did not provide any reason why the
audit could not commence sooner.136 PG&E subsequently explains that “[t]he
Settlement’s provision providing that this particular audit shall begin within one
year of the effective date of the Settlement is reasonable in light of the threshold
steps that must take place (with extensive input from SED) prior to
commencement of the first audit.”137 PG&E further explains that a single Safety
Evaluator may be retained to conduct multiple aspects of the Independent
Wildfire Safety Audits and that changing the timeframe for one of the audits
may impact other audits or increase costs by requiring one of the audits to be on
an accelerated timeline.138
Based on the explanation provided by PG&E, the Commission finds it
reasonable for the Safety Evaluator’s audit of PG&E’s overhead distribution and
transmission maintenance program to start within one year of the effective date
of the settlement as proposed in the settlement.
Tubbs Fire
Del Monte and Wild Tree argue that the proposed settlement is not
reasonable in light of the whole record because it does not include any violations
related to the Tubbs Fire. Del Monte and Wild Tree contend that the cause of the
Tubbs Fire and related violations of law are in dispute in this proceeding.139 Del
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Monte and Wild Tree request that any reference to the Tubbs Fire be removed
from the settlement agreement because they contend that the facts and violations
associated with the Tubbs Fire were excluded from discovery and not adequately
considered in this investigation.140
Cal Advocates argues that the proposed settlement improperly constrains
consideration of any new information concerning the Tubbs Fire. Cal Advocates
recommends that the proposed settlement be revised to allow SED to consider
violations or enforcement proceedings regarding the Tubbs Fire in the event that
CAL FIRE or another state, federal, or local entity determines that PG&E’s
infrastructure was the cause of the Tubbs Fire.141
TURN agrees with Del Monte, Wild Tree, and Cal Advocates that
treatment of the Tubbs Fire by the settlement agreement is inappropriate and
recommends that the Commission modify the settlement agreement to remove
the Tubbs Fire from its scope.142

On November 8, 2019, Del Monte served a copy of the Prepared Direct Testimony of
Kenneth E. Buske on behalf of Party Thomas Del Monte (Buske Testimony”), which primarily
addressed the origin and cause of the Tubbs Fire. On November 20, 2019, PG&E filed a motion
to strike the Buske Testimony to which Del Monte filed a response on December 11, 2019. As
discussed below, this testimony has not been admitted into the evidentiary record of this
proceeding.
Del Monte/Wild Tree Comments at 57-58. On December 12, 2019, the assigned ALJ issued a
ruling granting in part, and denying in part, a motion to compel discovery filed by Del Monte
on November 15, 2019. The ruling denied Del Monte’s request to compel certain discovery
because Del Monte failed to adequately justify his request. Del Monte sought to compel
responses to discovery requests that were contingent upon several other data requests but failed
to explain why the information requested in the underlying data requests was relevant to
matters that are within the scope of this proceeding, and admissible in evidence or reasonably
calculated to lead to the discovery of admissible evidence. (December 12, 2019 ALJ Ruling
at 3-4.)
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In wildfire-related investigations, SED relies on CAL FIRE as the agency
qualified to determine the source of the ignition.143 As SED explains, it does not
make a determination as to the ignition source of the fire, rather it conducts an
investigation and reviews relevant evidence to determine whether there were
violations of law. SED conducted its own investigation and reviewed the
evidence provided by CAL FIRE and found no violations with respect to the
Tubbs Fire.144 No alleged violations with respect to the Tubbs Fire were
identified in the OII or in the scoping memos issued in this proceeding.145
Therefore, the settlement’s exclusion of any violations with respect to the Tubbs
Fire does not render it unreasonable.
The proposed settlement agreement states that the Settling Parties “agree
to settle, resolve, and dispose of all claims, allegations, liabilities and defenses,”
including those related to the Tubbs Fire.146 Under Section IV.D. of the
settlement agreement, SED agrees to “release and refrain from instituting,
directing, or maintaining any violations or enforcement proceedings against
PG&E related to the 2017 Northern California Wildfires and 2018 Camp Fire”
based on information that was “known, or that could have been known” to SED
at the time SED executed the settlement agreement or substantially similar to the
facts alleged in the SED Fire Reports.

SED Reply Comments at 3. This Commission does not enforce the forest and fire laws set
forth in the Public Resources Code. Rather, it is CAL FIRE that enforces these laws. (See Pub.
Res. Code, §§ 713, 714, 4119, and 4137.)
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Pursuant to Pub. Util. Code § 1701.1 and Rule 7.3 of the Commission’s Rules of Practice and
Procedure, the assigned Commissioner is required to issue a scoping memo that sets forth the
issues that are to be addressed in a proceeding.
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The Commission rejects the Opposing Parties’ assertions that the
settlement agreement improperly constrains consideration of any new
information concerning the Tubbs Fire. The Settling Parties have confirmed that
the settlement agreement preserves SED’s authority to investigate and enforce
Commission requirements in the event that new evidence, of which SED was not
and could not have been aware, were to come to light.147 Therefore, the
Commission does not find it necessary to remove the Tubbs Fire from the
settlement agreement.
Future Review of Costs Associated
with 2017 and 2018 Wildfires
Cal Advocates argues that the proposed settlement agreement
inappropriately allows PG&E to seek recovery of costs related to fires that were
caused by PG&E’s failure to operate its electric facilities according to the law.
Therefore, Cal Advocates recommends that the settlement agreement be revised
to bar PG&E from seeking recovery of costs associated with fires for which SED
found violations.148
PG&E and CUE argue that adoption of Cal Advocates’ recommendation
would violate PG&E’s due process rights and the Public Utilities Code because it
would deny PG&E a reasonableness review of these costs, which is required
pursuant to Pub. Util. Code § 454.9.149
With the exception of costs included in the settlement agreement, as
modified by this decision, the Commission does not find it reasonable to bar
PG&E from seeking future recovery of costs associated with fires for which SED
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found violations in this proceeding. SED’s allegations have not been fully
adjudicated and the Commission has not made findings that there were
violations. Even if the Commission had found violations, such findings would
not automatically result in a disallowance of related costs unless stated as such.
Instead, those costs would be subject to a reasonableness review. The costs for
which Cal Advocates seeks to bar recovery have not been identified and have not
been subject to a reasonableness review. In addition, the Commission finds the
level of penalties adopted in this decision (with the modifications to the
settlement discussed above) to be reasonable in light of the record of this
proceeding and does not find that additional disallowances should be imposed
as a penalty.
When and if PG&E seeks recovery of costs associated with fires for which
SED found violations, the Commission will conduct the reasonableness review
required pursuant to Pub. Util. Code §§ 451, 454.9, and any other applicable law.
Section IV.C of the settlement agreement states that: “the non-PG&E Settling
Parties shall not assert that any violations or conduct underlying the violations
alleged or identified by SED in this proceeding are the basis for future
disallowances, violations, or penalties….” TURN seeks clarification regarding
how this provision impacts the Commission’s potential review of these costs.150
To be clear, this provision of the settlement agreement cannot and does not bar
the Commission from undertaking the necessary reasonableness review required
by law for any costs for which PG&E seeks ratepayer recovery in the future.
The Settling Parties also cannot agree to provisions that would impose
restrictions on non-settling parties. By its own terms, Section IV.C of the
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settlement agreement applies to “non-PG&E Settling Parties,” and therefore,
does not impose any restrictions on the assertions that can be made by
non-settling parties. However, Section B.7 of Exhibit C of the settlement
agreement provides that “non-PG&E parties to this proceeding shall not use the
results of the RCA to assert that the Commission should impose any additional
financial penalties upon PG&E nor to argue for any additional disallowance.”
The Commission finds that this statement should be modified to substitute “nonPG&E Settling Parties” for “non-PG&E parties.”
Further Consideration of Systemic Issues
Cal Advocates and TURN both argue that the schedule for the proceeding
has prevented the Commission from undertaking a thorough investigation of the
2017 and 2018 wildfires, which is necessary to ensure that the underlying causes
are well understood in order to reduce the risk of future catastrophic wildfires.151
Therefore, Cal Advocates and TURN recommend that the proceeding remain
open to evaluate the results of the RCAs of the fires that will be undertaken
pursuant to the settlement agreement, and to review the systemic issues that may
have contributed to the fires such as vegetation management issues, transmission
inspection issues, and recordkeeping issues.152 Cal Advocates states that the
purpose of this new phase would not be to levy additional fines but to evaluate
the systemic issues that contributed to the fires and PG&E’s progress in resolving
those issues.153
Both SED and PG&E oppose leaving this proceeding open for a second
phase. PG&E argues that the settlement agreement includes sufficient processes
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to address longer-term topics following the closure of this proceeding and that
the Commission oversees the safe operation of public utility facilities through
many other avenues. SED points out that to the extent the root cause analyses
result in identification of broader wildfire risk mitigation policies, these issues
would be more appropriately considered in a rulemaking applicable to electric
utilities statewide. SED also argues that the benefits of leaving the OII open for a
second phase must be weighed against the costs in resources to all parties
concerned.
Given the continued wildfire risks facing the state, the Commission
recognizes the importance of understanding the causes and circumstances of
these fires and incorporating any learnings into utility operations and wildfire
policies so as to mitigate the risk of similarly caused fires in the future.
However, there are already a number of different venues and proceedings in
which the Commission is reviewing wildfire risk mitigation policies.
Furthermore, as discussed above, this decision establishes a more robust process
for review and consideration of the results of the RCAs. Therefore, the
Commission does not find it necessary for this investigation to remain open for a
second phase. The Commission emphasizes that the closure of this investigation
does not mean that the Commission will cease to examine the root causes and
systemic issues related to the role PG&E’s electric facilities had in igniting these
wildfires.
PG&E’s wildfire mitigation efforts are currently subject to oversight
through the Commission’s review of its annual wildfire mitigation plan (WMP)
required pursuant to SB 901 and independent audits required pursuant to SB 247
(Stats. 2019), SB 901, and AB 1054. Pub. Util. Code § 8386 requires all California
electric utilities to prepare and submit wildfire mitigation plans that describe the
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utilities’ plans to prevent, combat, and respond to wildfires affecting their service
territories. The elements that must be included in the plan include systemic
issues that have been raised in this proceeding, such as: inspection and
maintenance of electric infrastructure (Sections 8386(a) and (c)(9)); protocols for
disabling reclosers and de-energization (Sections 8386(c)(6) and (7)); and
vegetation management (Section 8386(c)(8)). The annual WMP process includes
reporting, monitoring, evaluation, and updating to ensure the electrical
corporations are targeting the greatest risk with effective programs.
To the extent that the results of the RCAs or other information identify
areas of PG&E’s wildfire risk mitigation efforts that may be deficient, parties may
raise these issues as part of the annual WMP review process.154 To the extent that
the RCAs or other information more broadly identify deficiencies in PG&E’s
operational practices (e.g., recordkeeping practices), these issues may be further
considered as part of the Commission’s Investigation into PG&E’s safety culture
(I.15-08-019). As discussed above, the Commission will also receive and review
these reports and PG&E’s responses to these reports, hold workshops, and assess
what further action may be necessary in order to ensure the safe operation of
PG&E’s electric facilities.155 If the RCA reports identify broader wildfire risk
mitigation policies that should be examined, including potential changes to
GO 95, it may be more appropriate for the Commission to consider these issues
in a rulemaking applicable to electric utilities statewide.

The 2020 WMPs and comments on the 2020 WMPs will be served on the service list for
Rulemaking (R.) 18-10-007. (Resolution WSD-001 at 3.) Persons not already on the service list
of R.18-10-007 may contact the Commission’s Process Office to request addition to the service
list as “Information Only.”
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Approval of Proposed Settlement
with Modifications
The Commission finds that the provision for penalties set forth in the
proposed settlement agreement is inadequate and not commensurate with the
scale of the harm caused by the 2017 and 2018 fires. As discussed above, the
proposed settlement is inadequate for the following reasons: (1) the effective
value of the penalties is uncertain due to the structure of the penalties and the
fact that the vast majority of the penalties is in the form of disallowances; (2)
PG&E anticipates receiving tax savings associated with the penalties; and (3) the
settlement agreement does not include any fines. Therefore, the Commission
finds that the proposed settlement agreement as submitted is not reasonable in
light of the whole record or in the public interest.
The Commission cannot approve the settlement agreement as submitted.
However, the Commission finds that the settlement agreement should be
approved with modifications rather than rejected outright. The Commission
recognizes the parties’ extensive settlement efforts and the Commission’s policy
favoring settlement. Approval of the settlement agreement with modifications
would resolve all issues in this proceeding and minimize the time, expense, and
uncertainty of protracted litigation.
Furthermore, there are some meritorious aspects of the settlement
agreement for enhancing safety. The settlement agreement requires PG&E to
undertake various System Enhancement Initiatives, which include:
enhancements to PG&E’s vegetation management program and inspection and
maintenance program; root cause analyses and audits to help better understand
the cause of the fires and to monitor the effectiveness of PG&E’s operations in
mitigating wildfire risks; and remedies that focus on transparency and
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community and customer engagement. Although some parties questioned the
funding and mechanics of some of the initiatives, no party opposed the
substance of the initiatives.
There is also the unique circumstance of PG&E’s pending bankruptcy
proceeding to consider. The plan to be confirmed in the bankruptcy proceeding
will address and provide for the resolution and satisfaction of all pre-petition
claims, such as those arising from the 2017 and 2018 wildfires. Untimely
resolution of the issues in this proceeding would create uncertainty and prolong
the resolution of the bankruptcy proceeding. Under AB 1054, PG&E’s
bankruptcy must be resolved by June 30, 2020 in order for PG&E to participate in
the wildfire fund created pursuant to that statute. Given these considerations, it
is in the public interest to timely resolve issues regarding the monetary penalties
to be imposed on PG&E in this investigation.
The Commission finds that the settlement agreement is acceptable if
modified to strengthen the effective value of the penalty and to provide a more
robust process for review of the root cause analyses of the fires for which SED
found violations. Accordingly, the proposed settlement is approved with the
modifications set forth in Ordering Paragraph 1, below.
The Commission finds that that the settlement agreement, as modified by
this decision, is reasonable in light of the whole record, consistent with the law,
and in the public interest. The Commission finds that the outcome adopted by
this decision falls within a reasonable range of litigated outcomes. All of the
parties face litigation risk. It is possible that the Commission may determine that
all of the violations as alleged by SED did not occur, which could result in lower
penalties. On the other hand, the Commission may determine that PG&E did
commit some or all of the violations as alleged by SED, which would call for
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significant penalties given the unprecedented harm caused by the fires and
PG&E’s safety record. These penalties could also be more punitive in structure
by requiring that a higher portion be paid in the form of a fine and would be
unlikely to include the wildfire-related expenditures agreed to by the Settling
Parties in the settlement agreement.
Cal Advocates questions whether it is reasonable to adopt the proposed
settlement when the full extent of PG&E’s culpability and damage that resulted
from the fires may be unknown. A fully adjudicated investigation would
provide certainty regarding the number and days of violations. However, it
would not necessarily result in a material increase in the penalties that the
Commission would impose on PG&E. For one thing, it is possible that not all of
SED’s alleged violations may be proven.
Furthermore, the penalties imposed by this decision are substantial and
the Commission’s ability to impose monetary penalties is not unlimited. The
severity of the offense or conduct of the utility are not the only factors that are
examined in determining an appropriate penalty. The financial resources of the
utility must also be taken into account. For example, in the San Bruno
proceedings, based on the number of days that PG&E was found to be in
violation, the Commission calculated that the range of potential fines that could
be imposed based on Pub. Util. Code § 2107 was from $9.2 billion to $254.3
billion.156 But the Commission recognized that the amount of the penalty to be
imposed must be significantly decreased from that potential level in
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consideration of PG&E’s financial resources and ultimately imposed a fine and
other penalties and remedies totaling $1.6 billion.157
Given these considerations, the Commission finds that the provision for
penalties set forth in the settlement agreement, as modified by this decision, is
within a reasonable range of potentially litigated outcomes and in the public
interest. Rather than continued litigation regarding the amount of monetary
penalties to be imposed on PG&E, the Commission finds that the public interest
is best served by focusing efforts on appropriate corrective actions to help reduce
the risk of such catastrophic wildfires in the future.
9. Rulings on Motions
On December 17, 2019, PG&E filed a motion to file under seal supporting
documents to the Joint Motion. PG&E requests confidential treatment of
customer-identifying information and certain employee-identifying information.
Consistent with the ALJ ruling issued on December 20, 2019, PG&E’s unopposed
motion is granted.
On March 10, 2020, subsequent to the issuance of the Presiding Officer’s
Decision, Del Monte filed a Motion to Reopen the Record and Accept into
Evidence Previously Filed and Timely Served Testimonial Evidence. The motion
seeks to reopen the record to have the following documents admitted into
evidence: (1) the Prepared Direct Testimony of Ken Buske, and (2) the Deposition
of CAL FIRE Lead Investigator, John Martinez, Vols. 1 and 2. These documents
were previously attached to Del Monte and Wild Tree’s comments on the
proposed settlement agreement as Attachments C and B, respectively. An ALJ
ruling issued on January 28, 2020 accepted the comments and attachments for
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filing but clarified that these documents were not admitted into the evidentiary
record of this proceeding.
PG&E filed a response on March 24, 2020 opposing the motion. Cal
Advocates filed a response on March 25, 2020 supporting the admission of Del
Monte’s documents and also arguing that all other testimony and documents
appended to parties’ comments on the proposed settlement agreement should be
accepted into the evidentiary record.
Rule 13.8(c) of the Commission’s Rules of Practice and Procedure states:
“Prepared testimony and accompanying exhibits may be offered and received
into evidence without direct or cross examination absent objection by any party.”
In this case, evidentiary hearings have not been held and PG&E has raised
objections as to the receipt of these documents into evidence. Therefore, Del
Monte’s motion to have these documents admitted into the evidentiary record is
denied.
The Commission clarifies that all documents filed in the proceeding are
part of the proceeding record. The Commission has reviewed and considered
these documents in assessing whether the settlement agreement is reasonable in
light of the whole record, consistent with the law, and in the public interest. To
the extent that these documents have not been accepted into the evidentiary
record, they are not relied upon to make an evidentiary finding (i.e., to prove or
disprove any disputed issue of material fact).
All outstanding motions filed in the proceeding that have not been
addressed in a prior ruling or in this decision are denied.
10.

Motion Requesting Other Relief, Appeals, and Request for Review
Pursuant to Rule 12.4(c) of the Commission’s Rules of Practice and

Procedure, the Commission may propose alternative terms to the parties to a
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settlement and allow the parties reasonable time to elect to accept such terms or
request other relief. The POD was issued on February 27, 2020 setting forth
proposed alternative terms to the Settling Parties. The Settling Parties were
provided 20 days from the service of the POD to file and serve a motion
accepting the modifications to the proposed settlement or requesting other relief.
On March 18, 2020, PG&E filed a Motion Requesting Other Relief
Regarding Presiding Officer’s Decision Approving Settlement Agreement with
Modifications. PG&E concurrently filed an appeal raising the same issues set
forth in its motion requesting other relief. PG&E requests that the Commission
issue a decision approving the settlement agreement proposed by the Settling
Parties. Alternatively, PG&E requests that the POD be modified to: (1) eliminate
the tax benefit provision, and (2) order that any fine payable to the General Fund,
including the proposed $200 million fine, is a Fire Victim Claim under PG&E’s
PoR, will be paid out of the Fire Victim Trust, and will be subordinated to the
Trust’s payments to fire victims.
On March 19, 2020, CUE filed an appeal of the POD requesting the same
relief set forth in PG&E’s motion requesting other relief and appeal. CUE
concurrently filed a response supporting PG&E’s motion requesting other relief.
On March 19, 2020, SED filed a motion in response to the POD. SED
continues to support the settlement agreement as being reasonable in light of the
record, consistent with the law, and in the public interest. However, SED neither
opposes the modifications to the settlement agreement, nor suggests further
modifications.
On March 19, 2020, SED filed a response to PG&E’s motion requesting
other relief stating that it does not oppose PG&E’s proposed modifications to the
settlement agreement set forth in the motion.
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On March 27, 2020 Del Monte and Wild Tree filed a joint appeal of the
POD. The appeal argues that the ratepayer advocates were denied a fair hearing,
that the POD fails to apply the appropriate legal standard in considering
contested settlements, and that approval of the proposed settlement agreement
or the POD would result in the Commission failing to comply with its legal
duties to investigate accidents and prosecute violations of the law by public
utilities.
On March 27, 2020 Commissioner Rechtschaffen filed a request for review
of the POD in order to consider the following issues: (1) whether the $200 million
cash fine should be imposed without any restriction as to the source of funds but
expressly state that the obligation to pay the fine is permanently suspended, and
(2) whether the tax benefit provision should be limited to apply to tax savings
associated with operating expenses only and not apply to any tax savings
associated with capital expenditures.
Responses to the motion requesting other relief, appeals, and/or the
request for review were filed on March 25, 2020 by the Official Committee of Tort
Claimants of PG&E (TCC); on April 2, 2020 by Cal Advocates, TURN, and Del
Monte/Wild Tree; on April 9, 2020 by PG&E, SED, CUE, Cal Advocates, TURN,
Del Monte/Wild Tree, TCC, and CCSF; and on April 10, 2020 by Alex Canarra
and Gene Nelson.158
The POD has been revised in response to the appeals and request for
review as follows:

An ALJ ruling issued on March 30, 2020 required responses to the appeals and request for
review to be filed by April 9, 2020. The assigned ALJ authorized the Docket Office to accept
Canarra and Nelson’s response, which had been served on April 9, 2020, for filing on April 10,
2020.

158
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x The POD has been revised to require PG&E to return only
the tax savings (i.e., financial benefits) associated with
shareholder obligations for operating expenses in the
settlement agreement, as modified by this decision, for the
benefit of ratepayers once PG&E has realized the savings.
The tax benefit provision shall not apply to tax savings
associated with shareholder obligations for capital
expenditures.
x The Commission finds that the $200 million fine should be
imposed for the reasons set forth in the POD. However, in
view of the unique circumstances of PG&E’s pending
bankruptcy, the POD has been revised to permanently
suspend the fine.
x The POD has been revised to approve the settlement
agreement’s provision for the Safety Evaluator’s audit of
PG&E’s overhead distribution and transmission
maintenance program to commence within one year of the
effective date of the settlement.
In all other respects, the motion requesting other relief and appeals are
denied.
11.

Comments on Decision Different
Parties shall have 10 days from the service of this Decision Different to file

concurrent comments on the revisions to the POD specified above. The
comments shall be limited to 15 pages and no reply comments will be permitted.
Because parties have already had an opportunity to file appeals of the POD, and
respond to other parties’ appeals, comments shall be limited to differences
between the POD and the proposed Decision Different. To the extent that any
comments exceed that scope, they will not be considered.
Pursuant to Rule 12.4(c) of the Commission’s Rules of Practice and
Procedure, the Settling Parties in their comments on the Decision Different shall
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indicate whether they elect to accept the modifications to the settlement
agreement set forth in Ordering Paragraph 1, below.
12.

Assignment of Proceeding
Clifford Rechtschaffen is the assigned Commissioner and Sophia J. Park is

the assigned Administrative Law Judge in this proceeding.
Findings of Fact
1. SED investigated 17 of the fire incidents that occurred in PG&E’s service
territory in 2017 and the Camp Fire, which occurred in 2018.
2. CAL FIRE determined that PG&E’s electrical facilities ignited all but one of
the 18 fire incidents investigated by SED that occurred in 2017 and 2018.
3. With respect to the 2017 wildfires, SED found a total of 33 violations of
GO 95 and Resolution E-4184.
4. With respect to the 2018 Camp Fire, SED found 12 violations of GOs 95
and 165, Resolution E-4184, and Public Utilities Code § 451.
5. PG&E disagreed with many of the findings in SED’s Fire Reports and
contested that there were violations of GO 95 and other Commission rules.
6. PG&E does not contest 14 of the violations found by SED.
7. The 2017 and 2018 wildfires resulted in an unprecedented level of physical
and economic harm.
8. There are serious questions regarding PG&E’s efforts to prevent, detect,
and rectify the violations that are at issue in this proceeding.
9. PG&E has a demonstrated record of failing to comply with Commission
directives, including those related to vegetation management.
10. The fact that PG&E is currently in bankruptcy proceedings is a factor to
consider in assessing the financial resources of the utility.
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11. The extent of PG&E’s ability to pay a larger penalty is unknown based on
the record.
12. The significant loss of life, physical and economic harm, and destruction
that are at issue in this proceeding are not comparable to the factual
circumstances of prior enforcement proceedings.
13. Under the terms of the settlement agreement, PG&E’s shareholders will
bear $1.675 billion in financial obligations, which consists of $1.625 billion in
disallowances of wildfire-related expenses and capital expenditures that PG&E
incurred or will incur, as well as $50 million in System Enhancement Initiatives.
14. Cal Advocates calculates potential penalties of approximately $943.8
million for the October 2017 wildfires and approximately $1.5 billion for the 2018
Camp Fire.
15. The provision for penalties set forth in the settlement agreement is
inadequate and not commensurate with the magnitude of the allegations and
conduct that are at issue.
16. The effective value of the financial obligations imposed on PG&E by the
settlement agreement is less than the asserted amount of $1.675 billion.
17. PG&E may not have otherwise received ratepayer recovery for $924
million in CEMA costs identified in the settlement agreement, which relate to the
2017 and 2018 wildfires for which SED has alleged violations.
18. Disallowances are only effective as a penalty where shareholders are
required to absorb costs that would otherwise be paid by ratepayers.
19. There has been no finding by the Commission that the wildfire-related
expenditures identified in the settlement agreement are reasonable.
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20. The significant uncertainty regarding the recoverability of the settled
CEMA costs must be taken into account when assessing whether the penalty is
adequate.
21. The settled penalty amount should be increased to account for the
uncertainty of the recoverability of the settled CEMA costs and to ensure that the
penalty is commensurate with the scale of the 2017 and 2018 fires.
22. It is reasonable to increase the settled penalty amount by $462 million,
which is half the value of the disputed CEMA costs included in the settlement, in
order to ensure that the effective value of the penalty more closely approximates
the amount proposed by the Settling Parties.
23. PG&E estimates that all $1.625 billion of the wildfire-related expenditures
identified in the settlement agreement will be deductible for federal tax purposes
and that it is possible but not certain that the additional $50 million invested in
System Enhancement Initiatives will also be deductible for federal tax purposes.
24. PG&E estimates that the full $1.675 billion in financial obligations
identified in the settlement agreement will be tax deductible for California state
tax purposes.
25. Assuming that the full $1.675 billion is tax deductible, and depending on
many other variables, PG&E estimates tax savings of approximately $469 million.
26. With this decision’s modifications to the settlement agreement, PG&E
shareholders will incur additional financial obligations of approximately
$262 million that PG&E may seek to deduct as ordinary business expenses,
which would result in tax savings beyond the estimated $469 million.
27. In order for the penalties adopted in this decision to have the appropriate
punitive and deterrent impact, ratepayers, rather than shareholders, should
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receive the benefit of any tax savings associated with these financial obligations,
consistent with IRS rules.
28. The assessment of no fine is not within a reasonable range of potentially
litigated outcomes in this case.
29. PG&E is one of the largest combined natural gas and electric energy
companies in the United States.
30. Despite its size, PG&E’s ability to raise capital as part of its PoR is not
unlimited.
31. In light of the unique and unprecedented circumstances of PG&E’s
bankruptcy, a permanent suspension of the fine is warranted.
32. The Commission has not authorized ratepayer funding for the System
Enhancement Initiatives.
33. The RCAs are a worthy initiative that will potentially yield valuable
information and lessons that can aid in efforts to reduce the risk of future
catastrophic wildfires.
34. Modifications to the RCA initiative are warranted to ensure that the RCAs
are scoped with sufficient depth and breadth, and to dedicate resources to
implement corrective actions that may be identified from the RCAs.
35. A budget of $3 million for all 17 RCAs may be inadequate to conduct
RCAs of sufficient depth and breadth.
36. There must be a more robust process after the completion of the RCAs in
order to ensure that appropriate corrective actions are identified and undertaken.
37. To the extent possible, information on electric maintenance work and
“near hits” should be made available to local governments and the public in
order to promote greater transparency on important issues of public safety.
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38. There is a lack of specificity in the settlement agreement regarding the
format and content of the reports on electric maintenance work and “near hit”
data, and therefore, it is unclear how and to what extent this information should
be made more widely available.
39. It is reasonable for the Safety Evaluator’s review of the overhead
distribution and transmission preventative maintenance program and
procedures to commence within one year of the effective date of the settlement
agreement.
40. No alleged violations with respect to the Tubbs Fire were identified in the
OII or in the scoping memos issued in this proceeding.
41. The settlement agreement does not improperly constrain consideration of
any new information concerning the Tubbs Fire.
42. The exclusion of any violations with respect to the Tubbs Fire in the
settlement agreement is reasonable.
43. With the exception of costs included in the settlement agreement, as
modified by this decision, it is not reasonable to bar PG&E from seeking future
recovery of costs associated with fires for which SED found violations in this
proceeding.
44. Any request for future recovery of costs would be subject to a
reasonableness review.
45. There are already a number of different venues and proceedings in which
the Commission is reviewing wildfire risk mitigation policies.
46. It is not necessary for this proceeding to remain open for a second phase.
47. It is in the public interest to timely resolve issues regarding the monetary
penalties to be imposed on PG&E in this investigation.
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48. The outcome adopted by this decision falls within a reasonable range of
litigated outcomes.
49. The Commission’s ability to impose monetary penalties is not unlimited
and the financial resources of the utility must be taken into account.
Conclusions of Law
1. Pursuant to Pub. Util. Code § 451, a public utility cannot recover costs
from ratepayers absent Commission review of the costs for reasonableness and
approval to recover in rates.
2. A fine payable to the General Fund is not deductible under Section 162 of
the Internal Revenue Code or California law since it is a payment to a
government for a violation of law or investigation or inquiry into a potential
violation of law.
3. Pursuant to IRS normalization rules, a utility receives accelerated tax
benefits in the early years of an asset’s regulatory life but passes that benefit
through to ratepayers ratably over the regulatory useful life of the asset in the
form of reduced rates.
4. Requiring PG&E to return only the tax savings (i.e., financial benefits)
associated with shareholder obligations for operating expenses in the settlement
agreement, as modified by this decision, for the benefit of ratepayers once PG&E
has realized the savings would not result in a violation of IRS normalization
rules.
5. It is neither consistent with Commission precedent nor in the public
interest for this investigation to conclude without the assessment of a fine.
6. The settlement agreement cannot bar the Commission from undertaking
the necessary reasonableness review required by law for any costs for which
PG&E seeks ratepayer recovery in the future.
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7. The Settling Parties cannot agree to provisions that would impose
restrictions on non-settling parties.
8. The proposed settlement is not reasonable in light of the whole record.
9. The proposed settlement is not in the public interest.
10. The proposed settlement should be approved with modifications.
11. The proposed settlement, as modified by this decision, is reasonable in
light of the whole record.
12. The proposed settlement, as modified by this decision, is consistent with
the law.
13. The proposed settlement, as modified by this decision, is in the public
interest.
14. Rule 12.4(c) of the Commission’s Rules of Practice and Procedure requires
the Settling Parties to be given the opportunity to accept the modifications to the
settlement agreement or to seek other relief.
O R D E R
IT IS ORDERED that:
1. The proposed settlement in this proceeding is approved with the following
modifications:
(a)

The financial obligations to be imposed on Pacific Gas and
Electric Company (PG&E) is increased by an additional
$462 million of which: (i) $198 million shall go toward
future wildfire mitigation expenses that would have
otherwise been recovered from ratepayers but for this
decision, (ii) $64 million shall go toward expanding the
System Enhancement Initiatives, and (iii) $200 million shall
be in the form of a fine payable to the General Fund, which
shall be permanently suspended. The $198 million shall be
applied to wildfire mitigation expenses recorded in the Fire
Risk Mitigation Memorandum Account or the Wildfire
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Mitigation Plan Memorandum Account within four years of
the effective date of the settlement agreement.
(b)

Any tax savings (i.e., financial benefits) associated with the
financial obligations for operating expenses in the
settlement agreement, as modified by this decision, shall be
returned for the benefit of ratepayers once PG&E has
realized the savings. Once PG&E realizes any such tax
savings, PG&E shall report the tax savings, with
accompanying supporting testimony and underlying
calculations, in its next General Rate Case filing
immediately following the realization of the savings. The
amount of the tax savings shall be applied to wildfire
mitigation expenses recorded in the Fire Risk Mitigation
Memorandum Account or the Wildfire Mitigation Plan
Memorandum Account that would otherwise have been
recovered from ratepayers but for this decision.

(c)

With the exception of shareholder funds to be spent on the
root cause analyses (RCAs) and associated corrective
actions, if PG&E has not spent the budgeted shareholder
funds on the specified System Enhancement Initiatives
within five years of the effective date of the settlement
agreement, the remaining balance shall be paid to the
General Fund.

(d)

The total budget for the RCAs to be funded by shareholders
pursuant to Section B.7 of Exhibit C of the settlement
agreement is increased by $14 million for a total budget of
$17 million. The funds may be shifted between the analyses
depending on the complexity of each. If the RCAs are
conducted for less than $17 million, any remaining funds
shall be used to implement corrective actions stemming
from the RCAs.

(e)

PG&E shall spend $50 million of shareholder funds, plus
any amount remaining from the budget for conducting the
RCAs, to implement corrective actions stemming from the
RCAs that would otherwise have been funded by
ratepayers but for this decision.
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(f)

The Office of the Safety Advocate’s role with respect to the
RCAs shall be replaced by the Safety Policy Division (SPD).

(g)

PG&E shall also serve the RCA reports and PG&E’s
responses to the reports on the Directors of SPD and the
Wildfire Safety Division.

(h)

PG&E shall consult with the Safety and Enforcement
Division (SED) and SPD within 30 days of the effective date
of the settlement agreement regarding the appropriate
format, content, and treatment (including availability to
local governments and the public) of the quarterly electric
maintenance reports and “near hit” data required pursuant
to Sections B.16 and B.19, respectively, of Exhibit C of the
settlement agreement. Upon request of SED or SPD, PG&E
shall also consult with the Divisions regarding the
appropriate format, content, and treatment of other
reporting and data sharing requirements set forth in the
settlement agreement. As part of consulting with SED and
SPD, PG&E shall provide those Divisions with proposed
report and data sharing templates for their comment and
consideration. PG&E shall file a Tier 1 advice letter with
SED within 60 days of the effective date of the settlement
agreement to memorialize the format, content, and
treatment of the reports and data set forth in the settlement
agreement.

(i)

The statement in Section B.7 of Exhibit C of the settlement
agreement that “non-PG&E parties to this proceeding shall
not use the results of the RCA to assert that the Commission
should impose any additional financial penalties upon
PG&E nor to argue for any additional disallowance” is
modified to substitute “non-PG&E Settling Parties” for
“non-PG&E parties.”

2. Pacific Gas and Electric Company’s Motion for Leave to File Under Seal
Supporting Documents to Joint Motion of Pacific Gas and Electric Company, the
Safety and Enforcement Division of the California Public Utilities Commission,
Coalition of California Utility Employees, and the Office of the Safety Advocate
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for Approval of Settlement Agreement filed on December 17, 2019 is granted.
The confidential version of Exhibit A of the settlement agreement shall remain
under seal and shall not be made accessible or disclosed to anyone other than the
Commission staff except on further order or ruling of the Commission, the
Assigned Commissioner, the Assigned Administrative Law Judge (ALJ), or the
ALJ then designated as the Law and Motion Judge.
3. Thomas Del Monte’s Motion to Reopen the Record and Accept into
Evidence Previously Filed and Timely Served Testimonial Evidence filed on
March 10, 2020 is denied.
4. Pacific Gas and Electric Company (PG&E)’s request that the wildfire safety
audit of PG&E’s overhead distribution and transmission maintenance program
pursuant to Section B.14(b) of Exhibit C of the settlement agreement commence
within one year of the effective date of the settlement is granted. In all other
respects, PG&E’s Motion Requesting Other Relief Regarding Presiding Officer’s
Decision Approving Settlement Agreement with Modifications filed on March
18, 2020 and the appeals of the Presiding Officer’s Decision are denied.
5. All motions not previously addressed are denied.
6. Upon Bankruptcy Court approval of the settlement agreement, as
modified by this decision, this proceeding is closed.
This order is effective today.
Dated
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APPENDIX A
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'LVWULEXWLRQ6DIHW\,QVSHFWLRQV
([SHQVH H[FOXGHVUHSDLUV 
)500$:030$ 




([SHQVH

&DSLWDO






)500$LVWKH)LUH5LVN0LWLJDWLRQ0HPRUDQGXP$FFRXQW
:030$LVWKH:LOGILUH0LWLJDWLRQ3ODQ0HPRUDQGXP$FFRXQW



(VWLPDWHG$PRXQW

'LVWULEXWLRQ6DIHW\5HSDLUV
([SHQVH )500$:030$ 



7UDQVPLVVLRQ6DIHW\,QVSHFWLRQV 
([SHQVH H[FOXGHVUHSDLUV  72 
7UDQVPLVVLRQ6DIHW\5HSDLUV
([SHQVH 72 



$:55%DVH&DPSDQG$GPLQ
([SHQVH )+30$ 



1RUWKHUQ&DOLIRUQLD

:LOGILUHV&(0$([SHQVHDQG
&DSLWDO IRUDPRXQWVDVVRFLDWHG
ZLWKILUHVIRUZKLFK6('RU&$/
),5(KDYHDOOHJHGYLRODWLRQV 
&(0$ 
&DPS)LUH&(0$([SHQVH 
&(0$ 
&DPS)LUH&(0$&DSLWDO
IRU5HVWRUDWLRQ &(0$ 



&DPS&(0$&DSLWDOIRU
7HPSRUDU\)DFLOLWLHV



















 


7RWDO 



 

7KHDPRXQWVVHWIRUWKLQWKHWDEOHDERYHLQFOXGHHVWLPDWHVIRUH[SHQVHVDQGFDSLWDO
H[SHQGLWXUHVWKDWKDYHQRW\HWEHHQUHFRUGHG7RWKHH[WHQWWKHUHFRUGHGFRVWVIRUHDFKDFFRXQW
DSDUWIURP7UDQVPLVVLRQ6DIHW\5HSDLUVWRWDODQDPRXQWWKDWLVGLIIHUHQWIURP
WKHQWKHDPRXQWIRUZKLFK3* (VKDOOQRWVHHNUDWHUHFRYHU\IRU7UDQVPLVVLRQ6DIHW\5HSDLUV
ZLOOEHDGMXVWHGVRWKDWWKHWRWDODPRXQWIRUZKLFK3* (VKDOOQRWVHHNUDWHUHFRYHU\HTXDOV
3* (ZLOOILOHD7LHU$GYLFH/HWWHUZLWKLQGD\VRID&RPPLVVLRQGHFLVLRQ
DSSURYLQJWKHVHWWOHPHQWZKLFKZLOOSURYLGHXSGDWHGUHFRUGHGDPRXQWVIRUWKHIRUHJRLQJ



,QFOXGHVPLOOLRQIRUHFDVWHGIRU
7UDQVPLVVLRQFRVWVDUHUHFRYHUHGWKURXJK3* (¶V)HGHUDO(QHUJ\5HJXODWRU\&RPPLVVLRQ ³)(5&´ 
MXULVGLFWLRQDO7UDQVPLVVLRQ2ZQHU ³72´ UDWHFDVH

7RWDOIRUHFDVWHGWUDQVPLVVLRQVDIHW\UHSDLUVFRVWVIRUDUHPLOOLRQ2QO\DSRUWLRQDUHLQFOXGHGKHUHWR
UHDFKELOOLRQWRWDO

)+30$LVWKH)LUH+D]DUG3UHYHQWLRQ0HPRUDQGXP$FFRXQW

&(0$LVWKH&DWDVWURSKLF(YHQW0HPRUDQGXP$FFRXQW

,QFOXGHVPLOOLRQIRUHFDVWHGIRU

$PRXQWVGRQRWVXPGXHWRURXQGLQJ




DFFRXQWV,ISURMHFWVIXQGHGE\WKH³&DPS&(0$&DSLWDOIRU7HPSRUDU\)DFLOLWLHV´DFFRXQWDUH
VWLOORQJRLQJDWWKDWWLPH3* (ZLOOILOHDQRWKHU7LHU$GYLFH/HWWHUZKHQWKRVHSURMHFWVDUH
FRPSOHWHGDQGWKHDVVRFLDWHGFDSLWDOH[SHQGLWXUHVKDYHEHHQUHFRUGHGDQGSURSRVHDILQDO
DOORFDWLRQRIWKHDPRXQWVIRUZKLFK3* (VKDOOQRWVHHNUDWHUHFRYHU\LQDFFRUGDQFHZLWKWKH
DOORFDWLRQSULQFLSOHVHWIRUWKLQWKLVSDUDJUDSK
%

3* (6KDUHKROGHU)XQGHG6\VWHP(QKDQFHPHQW,QLWLDWLYHV

$GHVFULSWLRQRIWKH3* (6KDUHKROGHU)XQGHG6\VWHP(QKDQFHPHQW,QLWLDWLYHVLVVHW
IRUWKLQ([KLELW&WRWKLV6HWWOHPHQW$JUHHPHQW
7KH6HWWOLQJ3DUWLHVDJUHHRQWKHIROORZLQJHVWLPDWHVRIGXUDWLRQDQGIXQGLQJ
UHTXLUHPHQWVIRUHDFKRIWKH6\VWHP(QKDQFHPHQW,QLWLDWLYHVLGHQWLILHGEHORZ7KHDFWXDO
GXUDWLRQDQGIXQGLQJOHYHOIRUHDFKRIWKH6\VWHP(QKDQFHPHQW,QLWLDWLYHVPD\EHPRGLILHG
XSRQDJUHHPHQWE\3* (DQG6('DVORQJDVVKDUHKROGHUSURYLGHGVHWWOHPHQWIXQGVIRUWKH
6\VWHP(QKDQFHPHQW,QLWLDWLYHVWRWDOPLOOLRQ
3* (VKDOOVXEPLWUHSRUWVWR6('HYHU\VL[PRQWKVUHJDUGLQJSURJUHVVDQG
LPSOHPHQWDWLRQRIHDFKRIWKHEHORZ6\VWHP(QKDQFHPHQW,QLWLDWLYHVXQWLOWKHHQGRIWKHVL[
PRQWKSHULRGLQZKLFK3* (KDVFRPSOHWHGWKH6\VWHP(QKDQFHPHQW,QLWLDWLYHV3* (¶V
VHPLDQQXDOUHSRUWVVKDOODWDPLQLPXPGHVFULEHSURJUHVVRQHDFKRIWKHLQLWLDWLYHVDQGLQGLFDWH
DPRXQWVH[SHQGHGFRPSDUHGWR3* (¶VHVWLPDWHIRUWKHZRUN3* (DQG6('ZLOOPHHWDQG
PDNHDJRRGIDLWKHIIRUWWRUHDFKDJUHHPHQWRQWKHFRQWHQWVRIHDFKVHPLDQQXDOUHSRUW6('
XQGHUVWDQGVWKDWWKHHVWLPDWHVSURYLGHGE\3* (IRUHDFKRIWKHLQLWLDWLYHVDUHKLJKOHYHO
HVWLPDWHVRQO\VXEMHFWWRUHYLVLRQDQGGRQRWFRQVWLWXWHDSURPLVHE\3* (WRFRPSOHWHDQ\
6\VWHP(QKDQFHPHQW,QLWLDWLYHZLWKLQWKHHVWLPDWHSURYLGHG,I3* (EHFRPHVDZDUHWKDWLW
ZLOOQRWIXOO\H[SHQGWKHVKDUHKROGHUVHWWOHPHQWIXQGVHVWLPDWHGIRUD6\VWHP(QKDQFHPHQW
,QLWLDWLYHLWVKDOOLQIRUP6('DVSDUWRILWVVHPLDQQXDOUHSRUWDQG3* (DQG6('VKDOOPDNHD
JRRGIDLWKHIIRUWWRUHDFKDJUHHPHQWRQWKHPHWKRGRIH[SHQGLQJDQ\UHPDLQLQJIXQGV
'XUDWLRQDQG)XQGLQJ(VWLPDWHVIRU3* (6KDUHKROGHU)XQGHG6\VWHP(QKDQFHPHQW,QLWLDWLYHV
6KDUHKROGHU)XQGHG6\VWHP
(QKDQFHPHQW,QLWLDWLYHV

(VWLPDWHG'XUDWLRQ
<HDUV 

7UHH&UHZ7UDLQLQJDQG&HUWLILFDWH
3URJUDP
3UH,QVSHFWRU7UDLQLQJDQG&HUWLILFDWH
3URJUDP
9HJHWDWLRQ0DQDJHPHQW2YHUVLJKW3LORW
'HYHORSPHQWRI5HFRPPHQGDWLRQVIRU
*HQHUDO2UGHU5HYLVLRQV




(VWLPDWHG
6KDUHKROGHU)XQGLQJ
0LOOLRQV 










² 

7KHHVWLPDWHGGXUDWLRQUXQVIURPWKH(IIHFWLYH'DWH
)RUDQ\6\VWHP(QKDQFHPHQW,QLWLDWLYHOLVWHGZLWK³²´LQWKH(VWLPDWHG6KDUHKROGHU)XQGLQJFROXPQWKH
6HWWOLQJ3DUWLHVH[SHFWDQ\FRVWVWREHGHPLQLPLVRUIXOOWLPHHPSOR\HHWLPHRQO\7KH6HWWOLQJ3DUWLHVKDYHQRW
DOORFDWHGDQ\VKDUHKROGHUIXQGLQJWRWKHVH6\VWHP(QKDQFHPHQW,QLWLDWLYHVEHFDXVHWKH\H[SHFWWKDWWKHFRVWVRI
WUDFNLQJWKHH[SHQGLWXUHRIVXFKIXQGVZRXOGRXWZHLJKWKHEHQHILWV




6KDUHKROGHU)XQGHG6\VWHP
(QKDQFHPHQW,QLWLDWLYHV

(VWLPDWHG'XUDWLRQ
<HDUV 

$FFHOHUDWLQJ&RPPHUFLDOL]DWLRQRI1RQ

'LHVHO7HPSRUDU\*HQHUDWLRQ
/L'$5$VVHW$QDO\VLV

,QGHSHQGHQW5RRW&DXVH$QDO\VLV

)XHO5HGXFWLRQ)XQGLQJ

5HVLOLHQFH&HQWHUV*UDQW3URJUDP

)XQGLQJWR&DOLIRUQLD)RXQGDWLRQIRU

,QGHSHQGHQW/LYLQJ&HQWHUV
2IILFHU6DIHW\7RZQ+DOOV

6HPL$QQXDO:LOGILUH0LWLJDWLRQ0HHWLQJV

,62&HUWLILFDWLRQ
0DNHJRRGIDLWKHIIRUW
WRLQLWLDWHILQDO,62
FHUWLILFDWLRQ
DVVHVVPHQWE\HQGRI

,QGHSHQGHQW:LOGILUH6DIHW\$XGLWV

9HULILFDWLRQRI6DIHW\5HODWHG)LOLQJV

4XDUWHUO\5HSRUWLQJRQ(OHFWULF

0DLQWHQDQFH:RUN
/RFDO*RYHUQPHQW9HJHWDWLRQ

0DQDJHPHQW'DWD6KDULQJ
/RFDO*RYHUQPHQW6\VWHP+DUGHQLQJ'DWD

6KDULQJ
'RFXPHQWDWLRQRI³1HDU+LW´3RWHQWLDO)LUH

,QFLGHQWV
6WXG\RI'LVWULEXWLRQDQG7UDQVPLVVLRQ
1RWVSHFLILHG
6\VWHP
727$/

(VWLPDWHG
6KDUHKROGHU)XQGLQJ
0LOOLRQV 






²
²


²
²
²
²
²



&
7KLV6HWWOHPHQW$JUHHPHQWVKDOOEHFRPHHIIHFWLYH ³(IIHFWLYH'DWH´ XSRQ
 DSSURYDOE\WKH&RPPLVVLRQLQDZULWWHQGHFLVLRQ  IROORZLQJVXFKDSSURYDOE\WKH
&RPPLVVLRQDSSURYDORIWKH8QLWHG6WDWHV%DQNUXSWF\&RXUW1RUWKHUQ'LVWULFWRI&DOLIRUQLD


7KHHVWLPDWHGGXUDWLRQUXQVIURPWKH(IIHFWLYH'DWH
:LWKLQRQH\HDURIWKH(IIHFWLYH'DWH3* (ZLOOLPSOHPHQWWKHSLORWSURJUDP

)XQGVVKDOOEHGLVEXUVHGRUFRPPLWWHGIRUIXWXUHGLVEXUVHPHQWE\RQH\HDUIURPWKH(IIHFWLYH'DWH

)XQGVVKDOOEHGLVEXUVHGZLWKLQILYH\HDUVRIWKH(IIHFWLYH'DWH

)XQGVVKDOOEHGLVEXUVHGRUFRPPLWWHGIRUIXWXUHGLVEXUVHPHQWZLWKLQRQH\HDURIWKH(IIHFWLYH'DWH

3* (ZLOOUHYLHZZLWK26$DQG6('DQQXDOO\WRDVVHVVWKHXWLOLW\RIWKHGDWDEHLQJSURYLGHGDQGFRQILUPWKDW
WKHSDUWLHVZLVKWRFRQWLQXHUHFHLYLQJWKHGDWD3* (ZLOOFRQWLQXHWKLVVKDULQJIRUXSWRWKUHH\HDUVIROORZLQJWKH
(IIHFWLYH'DWHDVORQJDVDQQXDOUHYLHZVGHWHUPLQHDQRQJRLQJLQWHUHVWRUXQOHVVWKH:LOGILUH0LWLJDWLRQ3ODQ
3URFHHGLQJ 5XOHPDNLQJ GHWHUPLQHVDVFRSHIRUXWLOLW\UHSRUWLQJRI³QHDUKLW´GDWDWKDWLQVXEVWDQFH
VXSHUVHGHVWKLV6\VWHP(QKDQFHPHQW,QLWLDWLYH




6DQ)UDQFLVFR'LYLVLRQ ³%DQNUXSWF\&RXUW´ LQ3* (¶VEDQNUXSWF\SURFHHGLQJ,Q5H3DFLILF
*DVDQG(OHFWULF&RPSDQ\&DVH1R '0 DQG  WKHHIIHFWLYHQHVVRID3ODQRI
5HRUJDQL]DWLRQ ³3R5´ WKDWDSSURYHVWKHLPSOHPHQWDWLRQRIWKLV6HWWOHPHQW$JUHHPHQW
,9

27+(50$77(56

$
7KH6HWWOLQJ3DUWLHVDJUHHWRVHHNH[SHGLWLRXVDSSURYDORIWKLV6HWWOHPHQW
$JUHHPHQWDQGWKHWHUPVRIWKHVHWWOHPHQWDQGWRXVHWKHLUUHDVRQDEOHHIIRUWVWRVHFXUH
&RPPLVVLRQDSSURYDORILWZLWKRXWFKDQJHLQFOXGLQJE\ILOLQJDMRLQWPRWLRQVHHNLQJDSSURYDORI
WKLV6HWWOHPHQW$JUHHPHQWDQGDQ\RWKHUZULWWHQILOLQJVDSSHDUDQFHVDQGRWKHUPHDQVDVPD\EH
QHFHVVDU\WRVHFXUH&38&DSSURYDO3* (DJUHHVWRXVHUHDVRQDEOHHIIRUWVWRVHFXUH
%DQNUXSWF\&RXUWDSSURYDORIWKHVDPHZLWKRXWFKDQJHLQFOXGLQJE\ILOLQJDPRWLRQVHHNLQJ
DSSURYDODQGPDNLQJDQ\RWKHUUHTXLUHGILOLQJVDSSHDUDQFHVDQGRWKHUPHDQVDVPD\EH
QHFHVVDU\WRVHFXUH%DQNUXSWF\&RXUWDSSURYDO
%
7KH6HWWOLQJ3DUWLHVDJUHHWRDFWLYHO\DQGPXWXDOO\GHIHQGWKLV6HWWOHPHQW
$JUHHPHQWLILWVDGRSWLRQLVRSSRVHGE\DQ\RWKHUSDUW\LQSURFHHGLQJVEHIRUHWKH&RPPLVVLRQ
,QDFFRUGDQFHZLWK5XOHRIWKH&RPPLVVLRQ¶V5XOHVRI3UDFWLFHDQG3URFHGXUHLIWKLV
6HWWOHPHQW$JUHHPHQWLVQRWDGRSWHGE\WKH&RPPLVVLRQLWVWHUPVDUHLQDGPLVVLEOHLQDQ\
HYLGHQWLDU\KHDULQJXQOHVVWKHLUDGPLVVLRQLVDJUHHGWRE\WKH6HWWOLQJ3DUWLHV,QWKHHYHQWWKH
&RPPLVVLRQUHMHFWVRUSURSRVHVDOWHUQDWLYHWHUPVWRWKH6HWWOHPHQW$JUHHPHQW6HWWOLQJ3DUWLHV
UHVHUYHDOOULJKWVVHWIRUWKLQ5XOHRIWKH5XOHVRI3UDFWLFHDQG3URFHGXUH7KHSURYLVLRQVRI
3DUDJUDSK,9$DQG%VKDOOLPSRVHREOLJDWLRQVRQWKH6HWWOLQJ3DUWLHVLPPHGLDWHO\XSRQWKH
H[HFXWLRQRIWKLV6HWWOHPHQW$JUHHPHQW
&
7KLV6HWWOHPHQW$JUHHPHQWVKDOOQRWSUHFOXGHWKHQRQ3* (SDUWLHVLQWKLV
SURFHHGLQJIURPRSSRVLQJDQ\UHTXHVWE\3* (WRUHFRYHUDQ\FRVWV3* (KDVLQFXUUHGRUPD\
LQWKHIXWXUHLQFXUDVDUHVXOWRIWKH1RUWKHUQ&DOLIRUQLD:LOGILUHVDQG&DPS)LUH
SURYLGHGKRZHYHUWKDWWKHQRQ3* (6HWWOLQJ3DUWLHVVKDOOQRWDVVHUWWKDWDQ\YLRODWLRQVRU
FRQGXFWXQGHUO\LQJWKHYLRODWLRQVDOOHJHGRULGHQWLILHGE\6('LQWKLVSURFHHGLQJDUHWKHEDVLV
IRUIXWXUHGLVDOORZDQFHVYLRODWLRQVRUSHQDOWLHVH[FHSWWRWKHH[WHQW3* (VHHNVWRUHFRYHULQ
UDWHVWKLUGSDUW\FODLPVFRVWVDULVLQJIURPVXFKZLOGILUHV
'
6('DJUHHVWRUHOHDVHDQGUHIUDLQIURPLQVWLWXWLQJGLUHFWLQJRUPDLQWDLQLQJDQ\
YLRODWLRQVRUHQIRUFHPHQWSURFHHGLQJVDJDLQVW3* (UHODWHGWRWKH1RUWKHUQ&DOLIRUQLD
:LOGILUHVDQG&DPS)LUHEDVHGRQWKHLQIRUPDWLRQ D NQRZQRUWKDWFRXOGKDYHEHHQ
NQRZQWR6('DWWKHWLPHWKDW6('H[HFXWHVWKLV6HWWOHPHQW$JUHHPHQWRU E VXEVWDQWLDOO\
VLPLODUWRWKHIDFWVDOOHJHGLQWKH6(')LUH5HSRUWV7KLVLQIRUPDWLRQZLOOLQFOXGHDQ\UHSRUWVRU
ILQGLQJVPDGHE\WKH&DOLIRUQLD'HSDUWPHQWRI)RUHVWU\DQG)LUH3URWHFWLRQ ³&$/),5(´ DQG
LQIRUPDWLRQSURGXFHGLQ,QUH3* (&RUS 3DFLILF*DVDQG(OHFWULF&RPSDQ\86'&
FY-'DQGLQ&DOLIRUQLD1RUWK%D\)LUH&DVHV&DO6XSHU1R&-&
(
1RWKLQJLQWKLV6HWWOHPHQW$JUHHPHQWFRQVWLWXWHVDZDLYHUE\6('RILWVOHJDO
REOLJDWLRQVDXWKRULW\RUGLVFUHWLRQWRLQYHVWLJDWHDQGHQIRUFHDSSOLFDEOHVDIHW\UHTXLUHPHQWVDQG
VWDQGDUGV LQFOXGLQJZLWKRXWOLPLWDWLRQSURYLVLRQVRI*2DQG*2 DVWRDQ\IXWXUH
FRQGXFWE\3* (WKDW6('PD\LGHQWLI\DVWKHEDVLVIRUDQ\DOOHJHGYLRODWLRQ V 6('VKDOO
UHWDLQVXFKDXWKRULW\UHJDUGOHVVRIDQ\IDFWXDORUOHJDOVLPLODULWLHVWKDWIXWXUHFRQGXFWDQGDQ\



DOOHJHGYLRODWLRQ V PD\KDYHWR3* (¶VFRQGXFWDOOHJHGYLRODWLRQVUHODWHGWRWKH1RUWKHUQ
&DOLIRUQLD:LOGILUHVDQG&DPS)LUH$FFRUGLQJO\DQ\VXFKVLPLODULWLHVVKDOOQRWSUHFOXGH
QRQ3* (SDUWLHVIURPXVLQJIXWXUHFRQGXFWDQGDOOHJHGYLRODWLRQ V DVDEDVLVIRUVHHNLQJ
IXWXUHGLVDOORZDQFHV
)
7KH6HWWOLQJ3DUWLHVKDYHEDUJDLQHGLQJRRGIDLWKWRUHDFKWKHDJUHHPHQWVHWIRUWK
KHUHLQ7KH6HWWOLQJ3DUWLHVLQWHQGWKH6HWWOHPHQW$JUHHPHQWWREHLQWHUSUHWHGDVDXQLILHG
LQWHUUHODWHGDJUHHPHQW7KH6HWWOLQJ3DUWLHVDJUHHWKDWQRSURYLVLRQRIWKLV6HWWOHPHQW$JUHHPHQW
VKDOOEHFRQVWUXHGDJDLQVWDQ\RIWKHPEHFDXVHDSDUWLFXODUSDUW\RULWVFRXQVHOGUDIWHGWKH
SURYLVLRQ7KHUHSUHVHQWDWLYHVRIWKH6HWWOLQJ3DUWLHVVLJQLQJWKLV6HWWOHPHQW$JUHHPHQWDUHIXOO\
DXWKRUL]HGWRHQWHULQWRWKLV6HWWOHPHQW$JUHHPHQW
*
7KHULJKWVFRQIHUUHGDQGREOLJDWLRQVLPSRVHGRQDQ\RIWKH6HWWOLQJ3DUWLHVE\WKLV
6HWWOHPHQW$JUHHPHQWVKDOOLQXUHWRWKHEHQHILWRIRUEHELQGLQJRQWKDW6HWWOLQJ3DUW\¶V
VXFFHVVRUVLQLQWHUHVWRUDVVLJQHHVDVLIVXFKVXFFHVVRURUDVVLJQHHZDVLWVHOIDSDUW\WRWKLV
6HWWOHPHQW$JUHHPHQW
+
6KRXOGDQ\GLVSXWHDULVHEHWZHHQWKH6HWWOLQJ3DUWLHVUHJDUGLQJWKHPDQQHULQ
ZKLFKWKLV6HWWOHPHQW$JUHHPHQWRUDQ\WHUPVKDOOEHLPSOHPHQWHGWKH6HWWOLQJ3DUWLHVDJUHH
SULRUWRLQLWLDWLRQRIDQ\RWKHUUHPHG\WRZRUNLQJRRGIDLWKWRUHVROYHVXFKGLIIHUHQFHVLQD
PDQQHUFRQVLVWHQWZLWKERWKWKHH[SUHVVODQJXDJHDQGWKHLQWHQWRIWKH6HWWOLQJ3DUWLHVLQ
HQWHULQJLQWRWKLV6HWWOHPHQW$JUHHPHQW
,
7KLV6HWWOHPHQW$JUHHPHQWLVQRWLQWHQGHGE\WKH6HWWOLQJ3DUWLHVWREHSUHFHGHQW
IRUDQ\RWKHUSURFHHGLQJZKHWKHUSHQGLQJRULQVWLWXWHGLQWKHIXWXUH7KH6HWWOLQJ3DUWLHVKDYH
DVVHQWHGWRWKHWHUPVRIWKLV6HWWOHPHQW$JUHHPHQWRQO\IRUWKHSXUSRVHRIDUULYLQJDWWKH
VHWWOHPHQWHPERGLHGLQWKLV6HWWOHPHQW$JUHHPHQW(DFK6HWWOLQJ3DUW\H[SUHVVO\UHVHUYHVLWV
ULJKWWRDGYRFDWHLQRWKHUFXUUHQWDQGIXWXUHSURFHHGLQJVRULQWKHHYHQWWKDWWKH6HWWOHPHQW
$JUHHPHQWLVUHMHFWHGE\WKH&RPPLVVLRQSRVLWLRQVSULQFLSOHVDVVXPSWLRQVDUJXPHQWVDQG
PHWKRGRORJLHVZKLFKPD\EHGLIIHUHQWWKDQWKRVHXQGHUO\LQJWKLV6HWWOHPHQW$JUHHPHQWDQGWKH
6HWWOLQJ3DUWLHVH[SUHVVO\GHFODUHWKDWDVSURYLGHGLQ5XOHRIWKH&RPPLVVLRQ¶V5XOHVRI
3UDFWLFHDQG3URFHGXUHWKLV6HWWOHPHQW$JUHHPHQWVKRXOGQRWEHFRQVLGHUHGDVDSUHFHGHQWIRU
RUDJDLQVWWKHP
-
7KH6HWWOLQJ3DUWLHVDUHSURKLELWHGIURPILOLQJDSHWLWLRQIRUPRGLILFDWLRQRID
&RPPLVVLRQGHFLVLRQDSSURYLQJWKLV6HWWOHPHQW$JUHHPHQWUHJDUGLQJDQ\LVVXHUHVROYHGLQWKLV
6HWWOHPHQW$JUHHPHQW
.

7KLV6HWWOHPHQW$JUHHPHQWPD\EHH[HFXWHGLQFRXQWHUSDUWV

/
7KH6HWWOLQJ3DUWLHVKHUHE\DJUHHWKDWWKLV6HWWOHPHQW$JUHHPHQWLVHQWHUHGLQWRDV
DFRPSURPLVHRIGLVSXWHGFODLPVDQGGHIHQVHVLQRUGHUWRPLQLPL]HWKHWLPHH[SHQVHDQG
XQFHUWDLQW\RIFRQWLQXHGOLWLJDWLRQLQWKH:LOGILUH2,,
0
1RWKLQJLQWKLV6HWWOHPHQW$JUHHPHQWUHOLHYHV3* (IURPDQ\VDIHW\
UHVSRQVLELOLWLHVLPSRVHGRQLWE\ODZRU&RPPLVVLRQUXOHVRUGHUVRUGHFLVLRQV



1
,QUHDFKLQJWKLV6HWWOHPHQW$JUHHPHQWWKH6HWWOLQJ3DUWLHVH[SHFWDQGLQWHQGWKDW
QHLWKHUWKHIDFWRIWKLVVHWWOHPHQWQRUDQ\RILWVVSHFLILFFRQWHQWVZLOOEHDGPLVVLEOHDVHYLGHQFH
RIIDXOWRUOLDELOLW\LQDQ\RWKHUSURFHHGLQJEHIRUHWKH&RPPLVVLRQDQ\RWKHUDGPLQLVWUDWLYH
ERG\RUDQ\FRXUW,QWKLVUHJDUGWKH6HWWOLQJ3DUWLHVDUHUHO\LQJRQ(YLGHQFH&RGH6HFWLRQ
 D DQG3XEOLF8WLOLWLHV&RGH6HFWLRQ)XUWKHUPRUHVXFKXVHRIWKLV6HWWOHPHQW
$JUHHPHQWRUDQ\RILWVFRQWHQWVLQDQ\RWKHUSURFHHGLQJEHIRUHWKH&RPPLVVLRQDQ\RWKHU
DGPLQLVWUDWLYHERG\RUDQ\FRXUWZRXOGIUXVWUDWHDQGLQWHUIHUHZLWKWKH&RPPLVVLRQ¶VVWDWHG
SROLF\SUHIHUHQFHIRUVHWWOHPHQWVUDWKHUWKDQOLWLJDWHGRXWFRPHV6HH3XE8WLO&RGH D 
,1:,71(66:+(5(2)WKH6HWWOLQJ3DUWLHVKHUHWRKDYHGXO\H[HFXWHGWKLV6HWWOHPHQW
$JUHHPHQW
>6LJQDWXUHVLPPHGLDWHO\IROORZWKLVSDJH@
>7KLVVSDFHLQWHQWLRQDOO\OHIWEODQN@



'DWHG'HFHPEHU



&RDOLWLRQRI&DOLIRUQLD8WLOLW\(PSOR\HHV


%\


5DFKDHO(.RVV
$WWRUQH\IRU&RDOLWLRQRI&DOLIRUQLD
8WLOLW\(PSOR\HHV






>7KLVVSDFHLQWHQWLRQDOO\OHIWEODQN@








([KLELW$
6WLSXODWHG)DFWV5HOHYDQWWRWKH1RUWKHUQ&DOLIRUQLD:LOGILUHVDQG&DPS)LUH
,

6WLSXODWHG)DFWV5HOHYDQWWRWKH1RUWKHUQ&DOLIRUQLD:LOGILUHV
$

%

'HILQLWLRQV


2FWREHU)LUH6LHJH6('LQYHVWLJDWHGILUHVWKDWZHUHDOOHJHGWR
KDYHEHHQFDXVHGE\3* (¶VIDFLOLWLHVLQ2FWREHU



&(0$3DWURO$W\SHRIYHJHWDWLRQPDQDJHPHQW ³90´ YLVXDO
LQVSHFWLRQXQGHU3* (¶V'URXJKWDQG7UHH0RUWDOLW\5HVSRQVH3URJUDP
$&(0$3DWUROSHUIRUPHGLQWKH:LOGODQG8UEDQ,QWHUIDFH ³:8,´ 
GHILQHGDVDUHDVZKHUHKRPHVDUHEXLOWQHDURUDPRQJODQGVSURQHWR
ZLOGODQGILUHLVUHIHUUHGWRDVD&(0$:8,3DWURO



3UHLQVSHFWRUV7HUPXVHGE\3* (WRGHVFULEH9HJHWDWLRQ0DQDJHPHQW
90 LQVSHFWRUVWKDWLQVSHFWYHJHWDWLRQDORQJ3* (¶VOLQHVWRLGHQWLI\
YHJHWDWLRQKD]DUGVRUFOHDUDQFHLVVXHVUHODWHGWRHOHFWULFIDFLOLWLHVDQG
SUHVFULEHGLUHFWLRQIRUWULPRUUHPRYDOWR7UHH&RQWUDFWRUV



3URMHFW0DQDJHPHQW'DWDEDVH7KH3URMHFW0DQDJHPHQW'DWDEDVHLVD
3* (GDWDEDVHXVHGWRWUDFN3* (¶VDQQXDOYHJHWDWLRQPDQDJHPHQW
SODQDQGVFKHGXOHYHJHWDWLRQPDQDJHPHQWZRUN



6('5HSRUW6('¶VLQGLYLGXDOLQYHVWLJDWLRQUHSRUWVIRUHDFKRIWKH
ILUHVWKDWRFFXUUHGLQ2FWREHU



7UHH&RQWUDFWRUV7HUPXVHGE\3* (WRGHVFULEHHPSOR\HHVRU
FRQWUDFWRUVWKDWSHUIRUPSK\VLFDOWULPPLQJRUUHPRYDORIYHJHWDWLRQ
LGHQWLILHGE\SUHLQVSHFWRUV

*HQHUDO2EVHUYDWLRQV


3* (90SUHLQVSHFWRUVGRQRWUHFRUGWKHFKDUDFWHULVWLFVVXFKDVWUHH
KHLJKWRUGLDPHWHURIWKHLQGLYLGXDOWUHHVWKH\LQVSHFWXQOHVVWUHHZRUNLV
SUHVFULEHGIRUWKHWUHH



&(0$LVWKHDFURQ\PIRU3* (¶V&DWDVWURSKLF(YHQW0HPRUDQGXP$FFRXQW7KHWHUPDOVRLVXVHGDW3* (WR
UHIHUWR3* (¶V'URXJKWDQG7UHH0RUWDOLW\5HVSRQVH3URJUDP



&



:LWKRQHH[FHSWLRQQRQHRIWKHVXEMHFWWUHHVIRUZKLFK6('LGHQWLILHGD
YHJHWDWLRQPDQDJHPHQWUHODWHGYLRODWLRQZHUHLGHQWLILHGIRUWULPPLQJRU
UHPRYDOE\3* (90SUHLQVSHFWRUVGXULQJWKHSUHLQVSHFWLRQVIRUWKH
SUHYLRXVILYH\HDUVOHDGLQJXSWRWKH2FWREHU)LUH6LHJH7KHRQH
H[FHSWLRQZDVWKHVXEMHFWWUHHIRUWKH3RFNHW)LUHZKLFKZDVWULPPHG
WZLFHLQWKHVDPHILYH\HDUWLPHIUDPH



6('UHTXHVWHG3* (¶VFRQWUDFWHGILUHLQYHVWLJDWRU¶VUHSRUWVIRUWKH
2FWREHU)LUH6LHJHLQFLGHQWV2Q$XJXVW3* (LQIRUPHG6('
WKDWQRVXFKUHSRUWVH[LVWHG$VRIWKHGDWHWKDW6('H[HFXWHGWKLV
6HWWOHPHQW$JUHHPHQW6('KDVQRWUHFHLYHGDQ\VXFKUHSRUWVIURP
3* (

6WLSXODWHG)DFWV5HOHYDQWWR6SHFLILF)LUHV

$GREH


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVD
HXFDO\SWXVWUHHIHOODQGFRQWDFWHGRYHUKHDGFRQGXFWRUVRI3* (¶V
'XQEDUN9FLUFXLW:KHQWKHWUHHGDPDJHG3* (¶VLQVXODWHG
FRQGXFWRUVWKH$GREH)LUHLJQLWHGQHDU6RQRPD+LJKZD\LQ
.HQZRRG6RQRPD&RXQW\



2Q2FWREHU3* (ILOHGDQ(OHFWULF6DIHW\,QFLGHQW5HSRUW
FRQFHUQLQJDQLQFLGHQWWKDWRFFXUUHGQHDU6RQRPD+LJKZD\
+LJKZD\ .HQZRRG6RQRPD&RXQW\:KHQ3* (ZDVJUDQWHG
DFFHVVWRWKHLQFLGHQWORFDWLRQ3* (REVHUYHGDHXFDO\SWXVWUHHWKDWKDG
IDOOHQDQGZDVOD\LQJRQWKUHHRIWKHFRQGXFWRUVRID'XQEDU N9 
SULPDU\WDSOLQHRQWKHJURXQG7KHHXFDO\SWXVWUHHZDVDSSUR[LPDWHO\
IHHWWDOODQGURRWHGDSSUR[LPDWHO\IHHWIURPWKHGLVWULEXWLRQ
FRQGXFWRUV



%HWZHHQ'HFHPEHUDQG2FWREHU3* (GLGQRWLGHQWLI\
WKHVXEMHFWHXFDO\SWXVWUHHIRUYHJHWDWLRQWULPRUUHPRYDO




$WWDFKPHQW 3*(&38&B'5B&RPPRQB4 
6('5HSRUW$GREH

3* (5HVSRQVHWR1RWLFHUH&DOLIRUQLD:LOGILUHV ³$OVXS5HSRUW´ FU:+$(&)([KLELW/DW
 'HFHPEHU ZKLFKLVDYDLODEOHLQWKHUHFRUGDW6('&DPS5HSRUW&$03$OODGGLWLRQDOFLWDWLRQV
WRWKH6('&DPS5HSRUWIRUIDFWVUHODWHGWRWKH1RUWKHUQ&DOLIRUQLD:LOGILUHVDUHFLWDWLRQVWRH[KLELWVWRWKH
$OVXS5HSRUWZKLFKDUHWKHIDFWXDOUHSRUWVIRUWKH1RUWKHUQ&DOLIRUQLD:LOGILUHVILOHGWKHUHZLWK

6('&DPS5HSRUW&$03 $OVXS5HSRUW([KLELW/ $GREH DW 

6('&DPS5HSRUW&$03 $OVXS5HSRUW([KLELW/ $GREH DW 

6('5HSRUW$GREH






,Q0DUN3RUWHU¶VUHSRUWHYDOXDWLQJWKHVXEMHFWHXFDO\SWXVWUHH¶VIDLOXUHKH
LGHQWLILHGWKHVXEMHFWHXFDO\SWXVWUHHDVDQ³HSLFRUPLFVKRRW
DSSUR[LPDWHO\IHHWKLJK>WKDW@ZDVZHDNO\DWWDFKHGWRDURWWLQJ
VWXPS´7KHUHSRUWDOVRLGHQWLILHGWKDW³WKHHSLFRUPLFVVKRRWGHYHORSHG
ZLWKDRQHVLGHGEXWWUHVVURRW´ZKLFKFUHDWHGDQ³XQHTXDOHG
PHFKDQLFDOVWUHVV´0U3RUWHUFRQFOXGHGWKDW³WKLVIDLOXUHZDV
SUHYHQWDEOHKDGDTXDOLILHGDUERULVWLQVSHFWHGWKHWUHHDQGWKHVLWH
FRQGLWLRQV´



3* (¶V3URMHFW0DQDJHPHQW'DWDEDVHLQGLFDWHVWKDWD&(0$:8,
3DWUROZDVFRPSOHWHGRQWKHVXEMHFWFLUFXLW+RZHYHUDIWHUDVHDUFKRI
LWVUHFRUGV3* (ZDVXQDEOHWRORFDWHWKHPDSVIRUWKHVH
SDWUROV3* (¶VYHJHWDWLRQPDQDJHPHQWUHFRUGVDVVRFLDWHGZLWKWKLV
LQFLGHQWORFDWLRQSURGXFHGWRWKH&38&RQ)HEUXDU\LQGLFDWH
WKDWQRZRUNZDVSUHVFULEHGDWWKHLQFLGHQWORFDWLRQGXULQJWKLV&(0$
SDWURODVQRLQVSHFWLRQUHFRUGRUZRUNRUGHULVFUHDWHGXQOHVV3* (
GHWHUPLQHVWKDWZRUNLVLQGHHGQHFHVVDU\DIWHUD&(0$LQVSHFWLRQ



:RUNIRUDFURVVDUPUHSODFHPHQW ZRUNRUGHU ZDV
FRPSOHWHGRQ-DQXDU\GD\VDIWHULWVRULJLQDO'HFHPEHU
GXHGDWH



)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDEODFNRDNWUHHIHOORQRQHRI3* (¶V
3XHEORN9FRQGXFWRUVEULQJLQJLWWRWKHJURXQGDQGLJQLWLQJD
ILUH $WODV 2QWKHVDPHGDWHEXWDWDVHFRQGORFDWLRQDEUDQFKIURPD
YDOOH\RDNWUHHIHOODQGFRQWDFWHG3* (¶V3XHEORN9RYHUKHDG
FRQGXFWRUVWKXVLJQLWLQJDQRWKHUILUH $WODV 7KHWZRILUHVEXUQHGLQWR
HDFKRWKHUDQGWRJHWKHUDUHFDOOHGWKH$WODV)LUH

$WODV




,QWHUQDWLRQDO6RFLHW\RI$UERULFXOWXUH ,6$ &HUWLILHG$UERULVW:(FRQWUDFWHGE\&$/),5(
6('5HSRUW$GREH

6('5HSRUW$GREH

%XWWUHVVURRWVDUHWKHURRWVDWWKHWUXQNEDVHWKDWKHOSVXSSRUWWKHWUHHDQGHTXDOL]HPHFKDQLFDOVWUHVV

6('5HSRUW$GREH

6('5HSRUW$GREH

6('5HSRUW$GREH 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW 

6('5HSRUW$GREH 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW 

6('5HSRUW$GREH 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW VHHDOVR8WLOLW\
%XOOHWLQ7'%6HFRQG3DWURO±6FRSHRI:RUN5HTXLUHPHQWV-XO\ SURGXFHGDVSDUWRI3* (¶V
$WWDFKPHQW%5HSRUWDW3*(:LOGILUHV2,, DW ³7UHHVLGHQWLILHGIRUZRUNDUHLVVXHGRQD:RUN
5HTXHVWWR7&>WKHWUHHFRQWUDFWRUV@´ LGDW ³7UHHVLGHQWLILHGE\3,>SUHLQVSHFWRU@DVUHTXLULQJZRUNDUHHQWHUHG
LQWRDKDQGKHOGGHYLFH´ 

6('5HSRUW$GREH ZRUNRUGHU 

6('5HSRUW$WODV






2Q2FWREHUZKHQ3* (ZDVJUDQWHGDFFHVVWRWKH$WODV
LQFLGHQWORFDWLRQ3* (REVHUYHGD&DOLIRUQLDEODFNRDNWUHHWKDWKDG
EURNHQDWWKHEDVHDQGZDVO\LQJRQWKHJURXQGQHDUWKH$WODVLQFLGHQW
ORFDWLRQ7KHEDVHRIWKH&DOLIRUQLDEODFNRDNWUHHZDVEXUQHGDQG
URRWHGDSSUR[LPDWHO\IHHWIURPWKHGLVWULEXWLRQFRQGXFWRUV



2Q2FWREHUZKHQ3* (ZDVJUDQWHGDFFHVVWRWKH$WODV
LQFLGHQWORFDWLRQ3* (REVHUYHGDEURNHQWUHHOLPEDQGEURNHQILHOG
SKDVHSULPDU\LQVXODWRURQWKH3XHEOR N9 &LUFXLW$WUHHOLPE
KDGIDOOHQIURPD&DOLIRUQLDZKLWHRDNYDOOH\RDNURRWHGDSSUR[LPDWHO\
IHHWIURPWKHGLVWULEXWLRQFRQGXFWRUVDQGFDPHWRUHVWRQWKHORZHURIWZR
FRPPXQLFDWLRQVFDEOHV



,Q0DUN3RUWHU¶VUHSRUWHYDOXDWLQJWKHEODFNRDNWUHHLQWKH$WODVILUH
DUHDKHVWDWHGWKDWWKHWUHHGLVSOD\HG³H[WHQVLYHGHFD\LQWKHWUXQNDVZHOO
DVWKHEXWWUHVVURRWV´DQGFRQFOXGHGWKDW³>V@LQFHWKHEODFNRDNKDGVXFK
GDQJHURXVFRQGLWLRQVFORVHWRKLJKYROWDJHOLQHVLWVKRXOGKDYHEHHQ
FRQGHPQHG\HDUVDJRGXHWRWKHVHYHULW\RIWKHFRQVHTXHQFHV´



,QRWKHUSDUWVRI0DUN3RUWHU¶VUHSRUWUHOHYDQWWR$WODVKHVWDWHGWKDWKH
³REVHUYHGDVWUXFWXUDOEUDQFKGHIHFWRQDLQFKGLDPHWHUYDOOH\RDN
WUHH«´DQGQRWHGWKDW³>W@KHEUDQFKRIWKHYDOOH\RDNEURNHDWD
FRGRPLQDQWVWHP´0U3RUWHU³FRQFOXGHGWKDWWKHYDOOH\RDNFRGRPLQDQW
EUDQFKIDLOXUH DGHIHFW FRXOGKDYHEHHQDYRLGHGLIFRUUHFWLRQDOSUXQLQJ
KDGEHHQHPSOR\HG\HDUVHDUOLHU%RWKWUHHIDLOXUHVKDYHYLVLEOHGHIHFWV´



5HSDLUZRUNIRUDXWLOLW\SROH ZRUNRUGHU ZDVFRPSOHWHGRQ
$XJXVWGD\VDIWHULWVRULJLQDO2FWREHUGXHGDWH

&DVFDGH


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVWZR3* (
N9RYHUKHDGFRQGXFWRUVFRQWDFWHGHDFKRWKHUDQGLJQLWHGWKH&DVFDGH
)LUHQHDU&DVFDGH:D\LQ%URZQV9DOOH\<XED&RXQW\




6('&DPS5HSRUW&$03 $OVXS5HSRUW([KLELW0 $WODV DW  QRWHWKHLGHQWLILFDWLRQRIWKH
$WODVDQG$WODVLQFLGHQWORFDWLRQVDVGHILQHGE\WKH&38&¶V'HFHPEHUOHWWHULQ$OVXS5HSRUW([KLELW
0LVWKHRSSRVLWHRIWKHWHUPLQRORJ\XVHGLQWKH6('5HSRUWDQGLQWKHVHIDFWXDOVWLSXODWLRQV 

6('&DPS5HSRUW&$03 $OVXS5HSRUW([KLELW0 $WODV DW 

6('&DPS5HSRUW&$03 $OVXS5HSRUW([KLELW0 $WODV DW 

6('&DPS5HSRUW&$03 $OVXS5HSRUW([KLELW0 $WODV DW 

6('5HSRUW$WODV

6('5HSRUW$WODV

6('5HSRUW$WODV ZRUNRUGHU 

6('5HSRUW&DVFDGH





2Q2FWREHUDWKRXUV3* (UHFRUGVLQGLFDWHWKDWRIWKH
PHWHUVGRZQVWUHDPRI)XVHUHFRUGHGDVPDUWPHWHUHYHQWLQGLFDWLYH
RISRZHUORVV)XVHLVWKHQHDUHVWSURWHFWLRQGHYLFHXSVWUHDPRI
WKHLQFLGHQWORFDWLRQ



2Q2FWREHUD&$/),5(FRQWUDFWHGHQJLQHHU-LP1ROW
LGHQWLILHGH[FHVVLYHVODFNLQWKHKLJKYROWDJHGLVWULEXWLRQFRQGXFWRUVDQG
HYLGHQFHRIUHFHQWDUFLQJRQWKHWZRFRQGXFWRUV



2Q2FWREHU3* (DFFHVVHGWKHLQFLGHQWORFDWLRQWRDVVLVW&$/
),5(LQFROOHFWLQJHYLGHQFHDQGREVHUYHGWKDWWKHVHFRQGDU\VHUYLFHOLQH
DWWKHLQFLGHQWORFDWLRQDSSHDUHGWREHGDPDJHGDWPLGVSDQ



%HWZHHQWKHGDWHRI3* (¶VGHWDLOHGLQVSHFWLRQDQG2FWREHU
3* (¶VURXWLQHSDWUROVDQGGHWDLOHGLQVSHFWLRQVRIGLVWULEXWLRQ
IDFLOLWLHVWKDWLQFOXGHG3* (SROHQXPEHUVDQG
GLGQRWLGHQWLI\H[FHVVLYHFRQGXFWRUVDJEHWZHHQWKHVHSROHVRUDQ\RWKHU
ULVNVWKDWPLJKWFRQWULEXWHWRFRQGXFWRUWRFRQGXFWRUFRQWDFW



)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVDSRQGHURVD
SLQHWUHHIHOORQWR3* (N9RYHUKHDGFRQGXFWRUVQHDU/RQH
/RER7UDLOLQ1HYDGD&LW\1HYDGD&RXQW\7KHWUHHFRQWDFWFDXVHGWKH
LJQLWLRQRIWKH/RER)LUH



2Q2FWREHUDWKRXUV3* (¶V/LQH5HFORVHU ³/5´ 
RSHUDWHGDQGUHFORVHG/5ZDVWKHQHDUHVWXSVWUHDP/5UHODWLYHWR
WKHLQFLGHQWORFDWLRQ



)URP6HSWHPEHUD3* (90FRQWUDFWRUIHOOHGSRQGHURVD
SLQHWUHHVDURXQGWKHVXEMHFWSRQGHURVDSLQHWUHHZKLFKLQFUHDVHGWKH
H[SRVXUHRIWKHVXEMHFWWUHH

/RER



6('5HSRUW&DVFDGH
6('5HSRUW&DVFDGH

6('5HSRUW&DVFDGH

6('5HSRUW&DVFDGH

6('5HSRUW/RER

6('5HSRUW/RER

6('5HSRUW/RER






,Q0DUN3RUWHU¶VUHSRUWHYDOXDWLQJWKHSRQGHURVDSLQHWUHHIDLOXUHKH
VWDWHGWKDWKHLGHQWLILHGDQH[WHQGHGRSHQFDYLW\WKDWVSDQQHG
DSSUR[LPDWHO\LQFKHVDERYHWKHJURXQGOLQHWRWKHIDLOXUHSRLQWDW
IHHW0U3RUWHUFRQFOXGHGWKDWWKHRSHQFDYLW\ZKLFKIDFHGWKH
FRQGXFWRUVSDQFRXOGKDYHEHHQLGHQWLILHGGXULQJDURXWLQH90
LQVSHFWLRQWKXVWKHVXEMHFWWUHHVKRXOGKDYHEHHQUHPRYHGSULRUWRWKH
LQFLGHQW,QDGGLWLRQ0U3RUWHUVWDWHGWKDWWKHORVVRIQHLJKERULQJWUHHV
FKDQJHGWKHZLQGG\QDPLFVDIIHFWLQJWKHVXEMHFWWUHH



3* (¶V3URMHFW0DQDJHPHQW'DWDEDVHLQGLFDWHVWKDWD&(0$
3DWUROZDVFRPSOHWHGRQWKHVXEMHFWFLUFXLW+RZHYHUDIWHUDVHDUFKRI
LWVUHFRUGV3* (ZDVXQDEOHWRORFDWHWKHPDSVIRUWKHVH
SDWUROV3* (¶VYHJHWDWLRQPDQDJHPHQWUHFRUGVDVVRFLDWHGZLWKWKLV
LQFLGHQWORFDWLRQSURYLGHGWRWKH&38&RQ)HEUXDU\LQGLFDWH
WKDWQRZRUNZDVSUHVFULEHGDWWKHLQFLGHQWORFDWLRQGXULQJWKLV&(0$
SDWURODVQRLQVSHFWLRQUHFRUGRUZRUNRUGHULVFUHDWHGXQOHVV3* (
GHWHUPLQHVWKDWZRUNLVLQGHHGQHFHVVDU\DIWHUD&(0$LQVSHFWLRQ



%HWZHHQ1RYHPEHUDQG2FWREHU3* (¶V90SUH
LQVSHFWRUVGLGQRWLGHQWLI\WKHVXEMHFWSRQGHURVDSLQHWUHHIRUYHJHWDWLRQ
WULPRUUHPRYDO

0F&RXUWQH\


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVWKH
0F&RXUWQH\)LUHLJQLWHGDWWZRVHSDUDWHORFDWLRQVDORQJWKH3* (*UDVV
9DOOH\N9FLUFXLW$QIRRWSRQGHURVDSLQHWUHHIHOORQWR
3* (N9FRQGXFWRUVDQGLJQLWHGDILUHQHDU2ULRQ:D\LQ
*UDVV9DOOH\1HYDGD&RXQW\6KRUWO\DIWHUZDUGDN9FRQGXFWRUEURNH
DWDFODPSFRQQHFWRUDWWKHVRXUFHVLGHRIDQ/5DQGIHOOWRWKHJURXQG
WKXVLJQLWLQJDILUHDW0F&RXUWQH\5RDGLQ*UDVV9DOOH\1HYDGD
&RXQW\



6('5HSRUW/RER
6('5HSRUW/RER

6('5HSRUW/RER

6('5HSRUW/RER 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW 

6('5HSRUW/RER 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW 

6('5HSRUW/RER 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW VHHDOVR8WLOLW\
%XOOHWLQ7'%6HFRQG3DWURO±6FRSHRI:RUN5HTXLUHPHQWV-XO\ SURGXFHGDVSDUWRI3* (¶V
$WWDFKPHQW%5HSRUWDW3*(:LOGILUHV2,, DW ³7UHHVLGHQWLILHGIRUZRUNDUHLVVXHGRQD:RUN
5HTXHVWWR7&>WKHWUHHFRQWUDFWRUV@´ LGDW ³7UHHVLGHQWLILHGE\3,>SUHLQVSHFWRU@DVUHTXLULQJZRUNDUHHQWHUHG
LQWRDKDQGKHOGGHYLFH´ 

6('5HSRUW/RER

6('5HSRUW0F&RXUWQH\






2Q2FWREHUDWDSSUR[LPDWHO\KRXUV3* (/5
PHDVXUHGDJURXQGIDXOWRIDPSV



%DVHGRQ3* (¶VDQGRYHUKHDGGLVWULEXWLRQSDWURO
GRFXPHQWDWLRQIRUWKHLQFLGHQWDUHDQHDU0F&RXUWQH\5RDG3* (
GLGQRWLGHQWLI\LVVXHVUHODWHGWRWKHLQFLGHQWIDFLOLWLHV



%DVHGRQ3* (¶VDQGRYHUKHDGGLVWULEXWLRQGHWDLOHG
LQVSHFWLRQGRFXPHQWDWLRQIRUWKHLQFLGHQWDUHDQHDU0F&RXUWQH\
5RDG3* (GLGQRWLGHQWLI\LVVXHVUHODWHGWRWKHLQFLGHQWIDFLOLWLHV



%HWZHHQDQG3* (90SUHLQVSHFWRUVGLGQRWLGHQWLI\WKH
VXEMHFWSRQGHURVDSLQH QHDU2ULRQ:D\ IRUYHJHWDWLRQWULPRU
UHPRYDO



,Q0DUN3RUWHU¶VUHSRUWHYDOXDWLQJWKHVXEMHFWSRQGHURVDSLQHWUHH QHDU
2ULRQ:D\ KHQRWHGWKDWWKHVXEMHFWWUHHGLVSOD\HGYLVLEOHZRRG
GHFD\DQGPLVVLQJEXWWUHVVURRWV0U3RUWHUFRQFOXGHGWKDWWKHWUHHGHIHFW
FRXOGKDYHEHHQLGHQWLILHGGXULQJDURXWLQHWUHHLQVSHFWLRQDQGVKRXOG
KDYHEHHQDEDWHG

1RUUERP


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVDEUDQFKRI
DEODFNRDNWUHHIHOODQGFRQWDFWHGWKHRYHUKHDGFRQGXFWRUVRI3* (¶V
6RQRPDN9FLUFXLWORFDWHGQHDU1RUUERP5RDGLQ
6RQRPD6RQRPD&RXQW\7KHWUHHFRQWDFWLJQLWHGWKH1RUUERP)LUH



,Q0DUN3RUWHU¶VUHSRUWHYDOXDWLQJWKHVXEMHFWEODFNRDNWUHHKHQRWHGWKDW
WKHWUHHKDGDFDYLW\ZLWKSUHH[LVWLQJGHFD\7KHUHSRUWDOVRQRWHG
LQGLFDWLRQVRIFRQWDFWZLWKKLJKYROWDJHGLVWULEXWLRQZLUHVRQWKHWUHH
EDUN



%HWZHHQDQG2FWREHU3* (90SHUVRQQHOGLGQRWLGHQWLI\
WKHVXEMHFWEODFNRDNWUHH QHDU1RUUERP5RDG IRUYHJHWDWLRQWULP
RUUHPRYDO




6('5HSRUW0F&RXUWQH\
6('5HSRUW0F&RXUWQH\

6('5HSRUW0F&RXUWQH\

6('5HSRUW0F&RXUWQH\

6('5HSRUW0F&RXUWQH\

6('5HSRUW1RUUERP

6('5HSRUW1RUUERP




1XQV


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVDEUDQFK
IURPDQDOGHUWUHHIHOODQGFRQWDFWHGRYHUKHDGVHFRQGDU\YROWDJH
FRQGXFWRUVRI3* (¶V'XQEDUFLUFXLWVXSSO\LQJSRZHUWR1XQV
&DQ\RQ5RDGLQ*OHQ(OOHQ6RQRPD&RXQW\7KHWUHHFRQWDFWLJQLWHGWKH
1XQV)LUH



,Q0DUN3RUWHU¶VUHSRUWHYDOXDWLQJWKHVXEMHFWDOGHUWUHHKHGLGQRWQRWH
DQ\YLVXDOVLJQVRIGHFD\WKDWPD\KDYHFRQWULEXWHGWRWKHEUDQFKIDLOXUH



2Q6HSWHPEHU3* (LGHQWLILHGYHJHWDWLRQ QRWWKHDOGHUWUHH
EUDQFK WKDWKDGPDGHFRQWDFWZLWKDQGZDVFDXVLQJVWUDLQRQDVHFRQGDU\
VHUYLFHOLQHDQGFUHDWHGDZRUNRUGHU  WRDEDWHWKHYHJHWDWLRQ
FRQWDFWLQJWKHOLQH3* (DVVHUWVWKDWEDVHGRQDQDVVHVVPHQWRI
VHYHUDOIDFWRUVLQDFFRUGDQFHZLWK3* (SROLFLHV3* (DVVLJQHGWKH
ZRUNRUGHUDSULRULW\GHWHUPLQDWLRQUHIOHFWLQJWKDWWKHLGHQWLILHGLVVXH
QHHGHGSURPSWEXWQRWLPPHGLDWHUHVROXWLRQ6('FRQWHQGVWKDWWKH
FRPPHQWVSURYLGHGRQWKHZRUNRUGHUVXJJHVWLQJDVDIHW\FRQFHUQ
UHTXLUHGPRUHLPPHGLDWHDFWLRQWKDQ2FWREHU

2DNPRQW3\WKLDQ


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVD'RXJODV
ILUWUHHIHOODQGFRQWDFWHGRYHUKHDGFRQGXFWRUVRI3* (¶V'XQEDU
N9FLUFXLWORFDWHGQHDU3\WKLDQ5RDGLQ6DQWD5RVD6RQRPD
&RXQW\7KHWUHHFRQWDFWLJQLWHGWKH2DNPRQW3\WKLDQ)LUH



,Q0DUN3RUWHU¶VUHSRUWHYDOXDWLQJWKHVXEMHFW'RXJODVILUWUHHKH
GHVFULEHGWKHWUHHDV³VWUXFWXUDOO\VRXQGDQGKHDOWK\DVLWOD\KRUL]RQWDOO\
VXSSRUWHGE\QHLJKERULQJWUHHV´DQGKHGLGQRWQRWHDQ\DEQRUPDOLWLHVRU
GHIHFWVRQWKHWUHH




6('5HSRUW1XQV
6('5HSRUW1XQV

6('5HSRUW1XQV ZRUNRUGHU 

6('5HSRUW1XQV ZRUNRUGHU 

6('5HSRUW2DNPRQW

6('5HSRUW2DNPRQW






2Q1RYHPEHU3* (LGHQWLILHGSROHIRU
UHLQIRUFHPHQWEDVHGRQWKHPHDVXUHGUHGXFHGVKHOOWKLFNQHVVDW
JURXQGOLQH2Q1RYHPEHULQWUXVLYHLQVSHFWLRQQRWHVD
UHPDLQLQJVWUHQJWKDQGZRRGVWUHQJWK+RZHYHURQ6HSWHPEHU
IROORZLQJDYLVXDO³VWXEELQJ´LQVSHFWLRQ3* (QRWHGWKDWLWV
LQVSHFWRUGHWHUPLQHGWKDWWKHSROHGLGQRWUHTXLUHUHLQIRUFHPHQW3* (
VWDWHGWKDWDVXEVHTXHQWLQWUXVLYHLQVSHFWLRQLQDQGDUHFHQWILHOGYLVLW
FRQILUPHGWKDWQRVWXEELQJRUUHLQIRUFHPHQWZDVQHFHVVDU\6('QRWHV
WKDW3* (GLGQRWUHLQIRUFHWKHSROHDQGLQVXEVHTXHQWWKUHHLQWUXVLYH
LQVSHFWLRQVLQDQGWZLFHLQZRRGVWUHQJWKLQFUHDVHGWR
DQGUHPDLQLQJVWUHQJWKUHPDLQHGDW



2Q2FWREHUWZRWURXEOHPHQSDWUROOHGPRVWEXWQRWDOORIWKH
FLUFXLWVSDQVGRZQVWUHDPRI)XVH'RZQVWUHDPRI)XVHWKH
FLUFXLWIRUNVZLWKRQHOLQHJRLQJWRZDUGVWKHHDVW ³WKHHDVWOLQH´ DQGWKH
RWKHUOLQHJRLQJWRZDUGVWKHQRUWKZHVW ³WKHQRUWKZHVWOLQH´ 7KH
WURXEOHPDQZKRSDWUROOHGWKHHDVWOLQHLGHQWLILHGZLUHVGRZQZKLFKKH
LVRODWHGSULRUWRFORVLQJ6ZLWFKDQG/5ZKLFKZDVXSVWUHDPRI
)XVH7KHQRUWKZHVWOLQHWUDYHUVHVDKLOODQGZDVSDWUROOHGE\WKH
VHFRQGWURXEOHPDQ7KLVWURXEOHPDQSDWUROOHGWKHQRUWKZHVWOLQHXSWRD
JDWHDWWKHHQGRI3\WKLDQ5RDGDQGIURPWKLVYDQWDJHSRLQWSHUIRUPHGD
YLVXDOLQVSHFWLRQRIWKHOLQHEH\RQGWKHJDWH+HFRQFOXGHGWKDWWKH
SRUWLRQRIWKHOLQHKHFRXOGVHHZDVLQWDFWEXWKHFRXOGQRWVHHWKHSRUWLRQ
RIWKHOLQHEH\RQGWKHFUHVWRIWKHKLOO$OWKRXJKWKHWURXEOHPDQFRXOG
QRWVHHSDUWRIWKHFLUFXLWEH\RQGWKHFUHVWRIWKHKLOO3* (SURFHHGHGWR
FORVH/5WKXVHQHUJL]LQJWKHGRZQVWUHDPFLUFXLWSRUWLRQVSDVW/5
DQGXSWRWKHLQFLGHQWORFDWLRQ



3ROHUHSODFHPHQWZRUNUHODWHGWRZRRGSHFNHUGDPDJHWRDSROH ZRUN
RUGHU ZDVFRPSOHWHGGD\VDIWHULWVRULJLQDOGXHGDWH
RQ$XJXVW+RZHYHU3* (QRWHGWKDWWKHZRUNRUGHULQ
TXHVWLRQZDVFRPSOHWHGDVSDUWRI3* (¶V&38&DSSURYHGSODQWR
DGGUHVVDEDFNORJRIZRUNRUGHUVXQGHUWKLVSODQWKHZRUNZDVFRPSOHWHG
RQWLPH5HJDUGOHVVWKHZRUNZDVFRPSOHWHGODWH




6('5HSRUW2DNPRQW SROHUHSRUW 
6('5HSRUW2DNPRQW SROHUHSRUW 

6('5HSRUW2DNPRQW SROHUHSRUW 

6('5HSRUW2DNPRQW SROHUHSRUW 

6('5HSRUW2DNPRQW 5HVSRQVHWR&38&2DNPRQW3\WKLDQ'DWD5HTXHVW4XHVWLRQ

6('5HSRUW2DNPRQW 5HVSRQVHWR&38&2DNPRQW3\WKLDQ'DWD5HTXHVW4XHVWLRQ

6('5HSRUW2DNPRQW 5HVSRQVHWR&38&2DNPRQW3\WKLDQ'DWD5HTXHVW4XHVWLRQ

6('5HSRUW2DNPRQW 5HVSRQVHWR&38&2DNPRQW3\WKLDQ'DWD5HTXHVW4XHVWLRQ

6('5HSRUW2DNPRQW 5HVSRQVHWR&38&2DNPRQW3\WKLDQ'DWD5HTXHVW4XHVWLRQ

6('5HSRUW2DNPRQW 5HVSRQVHWR&38&2DNPRQW3\WKLDQ'DWD5HTXHVW4XHVWLRQ

6('5HSRUW2DNPRQW

6('5HSRUW2DNPRQW ZRUNRUGHU 











3DUWULFN


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVDFRDVWOLYH
RDNWUHHIHOODQGFRQWDFWHGRYHUKHDGFRQGXFWRUVRI3* (¶V3XHEOR
N9FLUFXLWDW3DUWULFN5RDGLQ1DSD1DSD&RXQW\2QHRIWKH
N9FRQGXFWRUVIHOOWRWKHJURXQGDQGDVDUHVXOWLJQLWHGWKH3DUWULFN
)LUH



:KHQ3* (ZDVJUDQWHGDFFHVVWRWKHLQFLGHQWORFDWLRQRQ2FWREHU
3* (REVHUYHGWKDWDLQFKGLDPHWHUFRDVWOLYHRDNWUHH
DSSUR[LPDWHO\IHHWWDOODQGURRWHGDSSUR[LPDWHO\IHHWXSKLOOIURP
WKHGLVWULEXWLRQFRQGXFWRUVKDGEURNHQQHDUWKHEDVH2QHRIWKHWZR
SKDVHVRQDN9WDSOLQHRQWKH3XHEOR&LUFXLWZDVRQWKHJURXQG



,Q0DUN3RUWHU¶VUHSRUWHYDOXDWLQJWKHVXEMHFWRDNWUHHKHVWDWHGWKDWKH
REVHUYHGWKDWWKHWUHHIDLOXUHZDVDVVRFLDWHGZLWKYLVXDOGHFD\V\PSWRPV
RUSUHH[LVWLQJZRXQGVDQGGHIHFWV



%HWZHHQDQG2FWREHU3* (90SHUVRQQHOGLGQRWLGHQWLI\
WKHVXEMHFWRDNWUHHIRUYHJHWDWLRQWULPRUUHPRYDO

3RFNHW


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVDYDOOH\
RDNWUHHIHOORQWR3* (¶VN9RYHUKHDGFRQGXFWRUVQHDUWKH
LQWHUVHFWLRQRI5LGJH5DQFK5RDGDQG5LGJH2DNV5RDGLQ*H\VHUYLOOH
6RQRPD&RXQW\7KHWUHHFRQWDFWLJQLWHGWKH3RFNHW)LUH



2Q2FWREHUZKHQ3* (ZDVSHUPLWWHGWRDFFHVVWKHLQFLGHQW
ORFDWLRQ3* (REVHUYHGWKDWDWRSVHFWLRQRID&DOLIRUQLDZKLWH
RDNYDOOH\RDNWUHHKDGEURNHQDQGZDVOD\LQJRQDWOHDVWRQHFRQGXFWRU
VHUYLQJWKH&ORYHUGDOH N9 &LUFXLWQHDUWKHLQWHUVHFWLRQRI
5LGJH5DQFK5RDGDQG5LGJH2DNV5RDG7KH&DOLIRUQLDZKLWH
RDNYDOOH\RDNZDVURRWHGDSSUR[LPDWHO\IHHWIURPWKHGLVWULEXWLRQ
FRQGXFWRUV$WOHDVWRQHFRQGXFWRUZDVRQWKHJURXQG



6('5HSRUW3DUWULFN
6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('5HSRUW3DUWULFN

6('5HSRUW3RFNHW

6('5HSRUW3RFNHW

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03


$OVXS5HSRUW([KLELW; 3DUWULFN DW 
$OVXS5HSRUW([KLELW; 3DUWULFN DW 

$OVXS5HSRUW([KLELW< 3RFNHW DW 
$OVXS5HSRUW([KLELW< 3RFNHW DW 
$OVXS5HSRUW([KLELW< 3RFNHW DW 





,Q0DUN3RUWHU¶VUHSRUWHYDOXDWLQJWKHVXEMHFWRDNWUHHIDLOXUHKHVWDWHG
WKDWKHREVHUYHGDWUXQNFDYLW\DSSUR[LPDWHO\¶´ZLGHDQG¶´ORQJ
ZLWKZRXQGZRRGVXUURXQGLQJWKHFDYLW\0U3RUWHUDOVRVWDWHGLQKLV
UHSRUWWKDWWKH³WUHHZRXOGW\SLFDOO\EHFRQGHPQHGGXULQJDQDUERULVW
LQVSHFWLRQSULPDULO\GXHWRWKHSUR[LPLW\RISRZHUOLQHV DQLPPRYDEOH
WDUJHW ´



%HWZHHQDQG2FWREHU3* (90SHUVRQQHOWULPPHGWKH
VXEMHFWZKLWHRDNYDOOH\RDNWUHHWZLFH



)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVDOLPEIURP
DYDOOH\RDNWUHHIHOORQWRD3* (N9RYHUKHDGFRQGXFWRUZKLFK
LJQLWHGWKH3RLQW)LUHQHDU6WDWH+LJKZD\LQ:HVW3RLQW
&DODYHUDV&RXQW\



2QRUDURXQG2FWREHUDIWHU&$/),5(FROOHFWHGZKDWLWEHOLHYHG
WREHSRWHQWLDOO\UHOHYDQWHYLGHQFHDWDQDUHDRILQWHUHVWIRUWKH3RLQW)LUH
3* (SHUVRQQHOGLVSRVHGRIDEURNHQFURVVDUPDQGDGDPDJHGSRUWLRQRI
DFRQGXFWRUWKDWKDGEHHQUHSODFHGGXULQJUHVWRUDWLRQZRUN3* (
VWDWHVWKDW3* (SHUVRQQHODFWHGZLWKRXWNQRZOHGJHRIGLVSRVLQJRI
SRWHQWLDOO\UHOHYDQWHYLGHQFHDQGZLWKRXWLQWHQWWRGHVWUR\RUFRQFHDO
SRWHQWLDOO\UHOHYDQWHYLGHQFH3XEOLF8WLOLWLHV&RGH6HFWLRQDQG*2
5XOHUHTXLUHDXWLOLW\WRSURYLGH6('DFFHVVWRSK\VLFDOHYLGHQFH
XQGHUWKHXWLOLW\¶VSK\VLFDOFRQWUROFXVWRG\RUSRVVHVVLRQUHODWHGWRD
UHSRUWDEOHLQFLGHQW



&$/),5(¶VDUERULVWIRXQGWKHVXEMHFWOLPEWREHVRXQGZLWKQRHYLGHQFH
RIGLVHDVHRUGHFD\DWWKHEUHDNSRLQW

3RLQW



6('5HSRUW3RFNHW
$WWDFKPHQW 3*(&38&B'5B&RPPRQB4 $WWDFKPHQW 3*(&38&B $WWDFKPHQW
3*(&38&B 

6('5HSRUW3RLQW

6('5HSRUW3RLQW3RLQW )HEUXDU\OHWWHUIURP3* (WR&38&0DUFK
OHWWHUIURP3* (WR&38& 

6('5HSRUW3RLQW3RLQW )HEUXDU\OHWWHUIURP3* (WR&38&0DUFK
OHWWHUIURP3* (WR&38& 

3XEOLF8WLOLWLHV&RGHDQG*25XOH

6('5HSRUW3RLQW




3RWWHU5HGZRRG


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVDYDOOH\RDN
WUHHOLPEIHOORQWRD3* (N9RYHUKHDGWUDQVPLVVLRQDW1
%XVFK5RDGLQ3RWWHU9DOOH\0HQGRFLQR&RXQW\DQGWKDWRQ2FWREHU
DWDSSUR[LPDWHO\KRXUVDYDOOH\RDNWUHHOLPEIHOORQWR
3* (¶VN9RYHUKHDGGLVWULEXWLRQFRQGXFWRUVDW0DLQ6WUHHWLQ
3RWWHU9DOOH\0HQGRFLQR&RXQW\7KHWUHHFRQWDFWVLJQLWHGWKH3RWWHU)LUH
DQGFRPELQHGZLWKDVSRWILUHIRXQGLQ5HGZRRG9DOOH\ZKLFKZDV
VXEVHTXHQWO\FDOOHGWKH5HGZRRG)LUH



'XULQJWKHHDUO\PRUQLQJRI2FWREHUD3* (WURXEOHPDQGURYH
GRZQ+DZQ&UHHN5RDGDWWKHWLPHRIWKH0DLQ6WUHHWLQFLGHQWDQG
GLGQRWUHFDOOVHHLQJDQ\GDPDJHWR3* (HTXLSPHQWRUHYLGHQFHWKDWILUH
EXUQHGDQ\DUHDRQWKHHDVWVLGHRIWKHURDGZKHUH0DLQ6WUHHWLV
ORFDWHG7KHVDPHWURXEOHPDQODWHUGURYHGRZQWKHVDPHURDGDQG
UHFDOOHGVHHLQJRQHRIWKUHHSKDVHVGRZQRQWKHHDVWVLGHRIWKHURDG
&UHZPHPEHUVZKRFRPSOHWHGUHSDLUZRUNWKHIROORZLQJGD\REVHUYHG
RQO\DOLPLWHGDUHDRIEXUQHGYHJHWDWLRQDQGQREXUQHGVWUXFWXUHVRQ
0DLQ6WUHHW,WZDVDOVR3* (¶VXQGHUVWDQGLQJWKDWQR3* (IDFLOLWLHV
KDGEHHQFROOHFWHGE\&$/),5(IURP0DLQ6WUHHWGXULQJLWV
LQYHVWLJDWLRQRIWKH3RWWHU5HGZRRG)LUH3* (GLGQRWEHOLHYHWKHUH
ZDVDUHSRUWDEOHHYHQWDW0DLQ6WUHHWDQGWKHUHIRUHGLGQRWILOHDQ
LQFLGHQWUHSRUW



2Q1RYHPEHU&$/),5(QRWLILHG3* (WKDWLWZDVUHTXHVWLQJ
GDWDUHODWHGWRWKUHHDGGLWLRQDOVLWHVRQHRIZKLFKZDVWKH5HGZRRG
LQFLGHQWORFDWLRQ$FFRUGLQJWR&$/),5(WKHILUHRQWKHSURSHUW\RI
0DLQ6WUHHWZDVFRQILUPHGWREHDVHSDUDWHILUHIURPDQRYHUKHDG
FRQGXFWRUZKLFKODWHUEXUQHGWRJHWKHUZLWKWKHILUHQHDU1RUWK
%XVFK5RDG7KHWKUHHILUHVEXUQHGWRJHWKHUDQGZHUHQDPHGWKH
5HGZRRGLQFLGHQW



6('5HSRUW3RWWHU5HGZRRG
6('5HSRUW3RWWHU5HGZRRG 5HGZRRG/RFDWLRQ)DFW5HSRUW 

6('5HSRUW3RWWHU5HGZRRG 5HGZRRG/RFDWLRQ)DFW5HSRUW 

6('5HSRUW3RWWHU5HGZRRG

6('5HSRUW3RWWHU5HGZRRG TXRWLQJ5HVSRQVHWR&38&5HGZRRG/RFDWLRQ'DWD5HTXHVW4XHVWLRQ
 

6('5HSRUW3RWWHU5HGZRRG TXRWLQJ5HVSRQVHWR&38&5HGZRRG/RFDWLRQ'DWD5HTXHVW4XHVWLRQ
 

6('5HSRUW3RWWHU5HGZRRG

6('5HSRUW3RWWHU5HGZRRG






2Q2FWREHU3* (FUHZVFRPSOHWHGUHSDLUZRUNDWWKH
5HGZRRGLQFLGHQWORFDWLRQIRUDUHSDLULQVWDOOLQJDSSUR[LPDWHO\IHHW
RIQHZN9FRQGXFWRUDQGUHODWHGVSOLFHV+RZHYHUDIWHUDVHDUFKRI
LWVUHFRUGV3* (VWDWHVWKDWLWKDVEHHQXQDEOHWRORFDWHWKHZRUNRUGHU
IRUWKLVUHSDLU



3* (¶V3URMHFW0DQDJHPHQW'DWDEDVHLQGLFDWHVWKDWD&(0$:8,
3DWUROZDVFRPSOHWHGRQWKHVXEMHFWFLUFXLW+RZHYHUDIWHUDVHDUFKRI
LWVUHFRUGV3* (ZDVXQDEOHWRORFDWHWKHPDSVIRUWKHVH
SDWUROV3* (¶VYHJHWDWLRQPDQDJHPHQWUHFRUGVDVVRFLDWHGZLWKWKLV
LQFLGHQWORFDWLRQSURGXFHG)HEUXDU\LQGLFDWHWKDWQRZRUNZDV
SUHVFULEHGDWWKHLQFLGHQWORFDWLRQGXULQJWKLV&(0$SDWURODVQR
LQVSHFWLRQUHFRUGRUZRUNRUGHULVFUHDWHGXQOHVV3* (GHWHUPLQHVWKDW
ZRUNLVLQGHHGQHFHVVDU\DIWHUD&(0$LQVSHFWLRQ



,Q&KDUOHV0DUWLQ¶VUHSRUWVHYDOXDWLQJERWKWUHHVLQYROYHGLQWKH
3RWWHU5HGZRRGLQFLGHQWKHGLGQRWLGHQWLI\VWUXFWXUDOGHIHFWVGLVHDVHRU
RWKHUSHVWVWKDWQHJDWLYHO\DIIHFWHGWKHVXEMHFWWUHHV

6XOSKXU


)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUD3* (SROHWKDWZDVSDUWRILWV5HGEXG
FLUFXLWIDLOHGDQGIHOOWRWKHJURXQGZKLFKUHVXOWHGLQDUFLQJDQG
LJQLWLRQRIWKH6XOSKXU)LUH7KH6XOSKXU)LUHLJQLWHGDW6XOSKXU
%DQN'ULYHLQ&OHDUODNH2DNV/DNH&RXQW\



6('5HSRUW3RWWHU5HGZRRG 5HVSRQVHWR&38&5HGZRRG/RFDWLRQ'DWD5HTXHVW4XHVWLRQ 
6('5HSRUW3RWWHU5HGZRRG 5HVSRQVHWR&38&5HGZRRG/RFDWLRQ'DWD5HTXHVW4XHVWLRQ 

6('5HSRUW3RWWHU5HGZRRG 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW 

6('5HSRUW3RWWHU5HGZRRG 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW 

6('5HSRUW3RWWHU5HGZRRG 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW VHH
DOVR8WLOLW\%XOOHWLQ7'%6HFRQG3DWURO±6FRSHRI:RUN5HTXLUHPHQWV-XO\ SURGXFHGDVSDUW
RI3* (¶V$WWDFKPHQW%5HSRUWDW3*(:LOGILUHV2,, DW ³7UHHVLGHQWLILHGIRUZRUNDUH
LVVXHGRQD:RUN5HTXHVWWR7&>WKHWUHHFRQWUDFWRUV@´ LGDW ³7UHHVLGHQWLILHGE\3,>SUHLQVSHFWRU@DVUHTXLULQJ
ZRUNDUHHQWHUHGLQWRDKDQGKHOGGHYLFH´ 

&KDUOHV0DUWLQLVD&$/),5(HPSOR\HHZKRLVD5HJLVWHUHG3URIHVVLRQDO)RUHVWHUDQG$UERULVW

6('5HSRUW3RWWHU5HGZRRG

6('5HSRUW6XOSKXU






2Q2FWREHUZKLOHSHUIRUPLQJUHVWRUDWLRQZRUN3* (VWDWHV
WKDWD3* (FRQWUDFWRULQDGYHUWHQWO\UHPRYHGWKHEXUQWVHFRQGSROHIURP
WKHILHOGGXULQJLWVQRUPDOFRXUVHRIFOHDULQJDQGKDXOLQJEXUQW3* (
SROHV3* (VWDWHVWKDWWKLVKDSSHQHGDIWHUWKH6XOSKXU)LUHDQGDIWHU
&$/),5(FROOHFWHGZKDWZDVEHOLHYHGDWWKHWLPHWREHDOOSRWHQWLDOO\
UHOHYDQWHYLGHQFHIRUWKHILUH3* (EHOLHYHVWKDWWKHFRQWUDFWRU
GLVSRVHGRIWKHSROHZLWKRXWNQRZOHGJHWKDWLWPD\KDYHEHHQUHOHYDQW
HYLGHQFHDQGZLWKRXWLQWHQWWRGHVWUR\RUFRQFHDOUHOHYDQW
HYLGHQFH3* (ODWHUDOHUWHG6('H[SODLQLQJZKDWKDSSHQHGWRWKH
SROHDQGVWDWHGWKDW3* (DWWHPSWHGWRUHWULHYHLWIURPWKHODQGILOOWR
ZKLFKLWKDGEHHQGHOLYHUHGEXWWKHODQGILOOPDQDJHUUHSRUWHGWKDWWKHUH
ZDVQRZD\WRORFDWHWKHVSHFLILFSROH3XEOLF8WLOLWLHV&RGH6HFWLRQ
DQG*25XOHUHTXLUHDXWLOLW\WRSURYLGH6('DFFHVVWR
SK\VLFDOHYLGHQFHXQGHUWKHXWLOLW\¶VSK\VLFDOFRQWUROFXVWRG\RU
SRVVHVVLRQUHODWHGWRDUHSRUWDEOHLQFLGHQW



3* (¶V3URMHFW0DQDJHPHQW'DWDEDVHLQGLFDWHVWKDWD&(0$:8,
3DWUROZDVFRPSOHWHGRQWKHVXEMHFWFLUFXLW+RZHYHUDIWHUDVHDUFKRI
LWVUHFRUGV3* (VWDWHVWKDWLWLVXQDEOHWRORFDWHWKHPDSVIRUWKHVH
SDWUROV3* (¶VYHJHWDWLRQPDQDJHPHQWUHFRUGVDVVRFLDWHGZLWKWKLV
LQFLGHQWORFDWLRQSURGXFHG)HEUXDU\LQGLFDWHWKDWQRZRUNZDV
SUHVFULEHGDWWKHLQFLGHQWORFDWLRQGXULQJWKLV&(0$SDWURODVQR
LQVSHFWLRQUHFRUGRUZRUNRUGHULVFUHDWHGXQOHVV3* (GHWHUPLQHVWKDW
ZRUNLVLQGHHGQHFHVVDU\DIWHUD&(0$LQVSHFWLRQ



%HWZHHQ2FWREHUDQG2FWREHU3* (¶VGHWDLOHG
LQVSHFWLRQGRFXPHQWDWLRQGLGQRWLGHQWLI\LVVXHVZLWKWKHLQFLGHQWSROH



%HWZHHQ6HSWHPEHUDQG2FWREHU3* (¶VLQWUXVLYH
LQVSHFWLRQGRFXPHQWDWLRQGLGQRWLGHQWLI\LVVXHVZLWKWKHLQFLGHQWSROH




6('5HSRUW6XOSKXU )HEUXDU\OHWWHUIURP3* (WR&38& 6XOSKXU 5HVSRQVHWR
&38&6XOSKXU'DWD5HTXHVW4XHVWLRQ 

6('5HSRUW6XOSKXU )HEUXDU\OHWWHUIURP3* (WR&38& 6XOSKXU 5HVSRQVHWR
&38&6XOSKXU'DWD5HTXHVW4XHVWLRQ 

6('5HSRUW6XOSKXU )HEUXDU\OHWWHUIURP3* (WR&38& 6XOSKXU 5HVSRQVHWR
&38&6XOSKXU'DWD5HTXHVW4XHVWLRQ 

6('5HSRUW6XOSKXU )HEUXDU\OHWWHUIURP3* (WR&38& 6XOSKXU 5HVSRQVHWR
&38&6XOSKXU'DWD5HTXHVW4XHVWLRQ 

3XE8WLO&RGHDQG*25XOH

6('5HSRUW6XOSKXU 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW 

6('5HSRUW6XOSKXU 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW 

6('5HSRUW6XOSKXU 5HVSRQVHWR&38&&RPPRQ'DWD5HTXHVW4XHVWLRQ±3DUW VHHDOVR
8WLOLW\%XOOHWLQ7'%6HFRQG3DWURO±6FRSHRI:RUN5HTXLUHPHQWV-XO\ SURGXFHGDVSDUWRI
3* (¶V$WWDFKPHQW%5HSRUWDW3*(:LOGILUHV2,, DW ³7UHHVLGHQWLILHGIRUZRUNDUHLVVXHG
RQD:RUN5HTXHVWWR7&>WKHWUHHFRQWUDFWRUV@´ LGDW ³7UHHVLGHQWLILHGE\3,>SUHLQVSHFWRU@DVUHTXLULQJZRUN
DUHHQWHUHGLQWRDKDQGKHOGGHYLFH´ 

6('5HSRUW6XOSKXU

6('5HSRUW6XOSKXU



<RXQJV 0DDFDPD 

,,



)RUSXUSRVHVRIUHVROYLQJWKLVSURFHHGLQJ3* (GRHVQRWFRQWHVW6('¶V
ILQGLQJWKDWRQ2FWREHUDWDSSUR[LPDWHO\KRXUVDYDOOH\RDN
WUHHIHOORQWR3* (¶VN9RYHUKHDGFRQGXFWRUVQHDU0DDFDPD
/DQHLQ+HDOGVEXUJ6RQRPD&RXQW\7KHWUHHFRQWDFWHG3* (¶V
FRQGXFWRUVDQGFDXVHGWKHLJQLWLRQRIWKH<RXQJV)LUH



2Q2FWREHU3* (YLVLWHGWKHLQFLGHQWORFDWLRQDQGREVHUYHG
WKDWD&DOLIRUQLDZKLWHRDNYDOOH\RDNWUHHKDGEURNHQQHDULWVPLGVHFWLRQ
DQGZDVOD\LQJRQWKHJURXQGQHDUIDOOHQFRQGXFWRUVIRUWKH)XOWRQ
N9 &LUFXLW7KH&DOLIRUQLDZKLWHRDNYDOOH\RDNWUHHKDGD
GLDPHWHUDWEUHDVWKHLJKWRIDSSUR[LPDWHO\LQFKHVZDVURRWHGXSKLOO
DSSUR[LPDWHO\IHHWIURPWKHGLVWULEXWLRQFRQGXFWRUVDQGLVHVWLPDWHGWR
EHDSSUR[LPDWHO\IHHWWDOO3* (EHOLHYHVWKH&DOLIRUQLDZKLWH
RDNYDOOH\RDNWUHHEURNHDWDKHLJKWRIDSSUR[LPDWHO\IHHWDERYH
JURXQG



%HWZHHQ-DQXDU\DQG2FWREHU3* (90SHUVRQQHOGLG
QRWLGHQWLI\WKHVXEMHFWZKLWHRDNYDOOH\RDNWUHHIRUYHJHWDWLRQWULPRU
UHPRYDO



$FFRUGLQJWRWKH&$/),5(OHDGLQYHVWLJDWRU&KDUOLH/DLUGWKHVXEMHFW
ZKLWHRDNYDOOH\RDNWUHHH[KLELWHGDQH[WHQGHGLQWHUQDOFDYLW\DQGD
YHUWLFDORSHQFDYLW\

6WLSXODWHG)DFWV5HOHYDQWWRWKH&DPS)LUH
$

'HILQLWLRQV


$HULDO3DWURO±9LVXDOREVHUYDWLRQVWRLGHQWLI\DEQRUPDOLWLHV LHREYLRXV
VWUXFWXUDOSUREOHPVRUKD]DUGV RUFLUFXPVWDQFHVWKDWZLOOQHJDWLYHO\
LPSDFWVDIHW\DHULDOSDWUROVDUHFRQGXFWHGE\KHOLFRSWHU



&HQWHU3KDVH±7KHSKDVHEHWZHHQWKH/HIWDQG5LJKW3KDVHV



&KRRN±+DUGZDUHWKDWLVSDUWRIDQLQVXODWRUDVVHPEO\XVHGWRDWWDFKDQ
LQVXODWRUDVVHPEO\WRDVWUXFWXUHRUWRZHU




6('5HSRUW<RXQJV
6('5HSRUW<RXQJV

6('5HSRUW<RXQJV

6('5HSRUW<RXQJV

6('5HSRUW<RXQJV

6('5HSRUW<RXQJV

6('&DPS5HSRUW&$03






,QVXODWRU$VVHPEO\±$VWULQJRILQVXODWRUVDQGDVVRFLDWHGDWWDFKPHQW
KDUGZDUHEHWZHHQDKLJKYROWDJHFRQGXFWRUDQGDWRZHUVWUXFWXUHXVHGWR
SURYLGHPHFKDQLFDOVXSSRUWDQGHOHFWULFDOO\LVRODWHWKHFRQGXFWRUIURPWKH
WRZHUDQGRWKHUVXSSRUWVWUXFWXUHV



'HWDLOHG&OLPELQJ,QVSHFWLRQ±$GHWDLOHGVXSSRUWLQJVWUXFWXUHEDVHG
REVHUYDWLRQLQYROYLQJFOLPELQJRIDVWUXFWXUHWRGHWHUPLQHLIWKHUHDUHDQ\
DEQRUPDORUKD]DUGRXVFRQGLWLRQVWKDWDGYHUVHO\LPSDFWVDIHW\VHUYLFH
UHOLDELOLW\RUDVVHWOLIH



'HWDLOHG*URXQG,QVSHFWLRQ±$GHWDLOHGYLVXDOREVHUYDWLRQXVHGWRORRN
IRUDEQRUPDOLWLHVRUFLUFXPVWDQFHVWKDWZLOOQHJDWLYHO\LPSDFWVDIHW\
UHOLDELOLW\RUDVVHWOLIHW\SLFDOO\GRQHIURPWKHJURXQGZLWKELQRFXODUV
,QGLYLGXDOHOHPHQWVDQGFRPSRQHQWVDUHH[DPLQHGFDUHIXOO\WKURXJK
YLVXDODQGRUURXWLQHGLDJQRVWLFWHVWVDQGHDFKDEQRUPDOFRQGLWLRQLV
JUDGHGDQGRUUHFRUGHG



+DQJHUSODWH±$SDUWRIDWRZHUWKDWVHUYHVDVDQDWWDFKPHQWSRLQWIURP
ZKLFKLQVXODWRUDVVHPEOLHVDUHVXVSHQGHG



+ROGGRZQDQFKRU±+DUGZDUHXVHGWRDQFKRUDQLQVXODWRUDVVHPEO\IURP
H[FHVVLYHPRYHPHQWW\SLFDOO\ZKHQWKHLQVXODWRUDVVHPEO\LVVXEMHFWWR
WKHHIIHFWVRIXSZDUGWHQVLRQEHFDXVHRILWVORFDWLRQRQDWRZHUZLWKORZHU
HOHYDWLRQWKDQDQDGMDFHQWWRZHU



/HIW3KDVH)RUDQREVHUYHUIDFLQJDWRZHULQWKHVRXWKHUO\GLUHFWLRQ
DORQJWKH&DULERX3DOHUPROLQHWKHSKDVHRQWKHOHIWKDQGVLGHRIWKH
WRZHU



5LJKW3KDVH±)RUDQREVHUYHUIDFLQJDWRZHULQWKHVRXWKHUO\GLUHFWLRQ
DORQJWKH&DULERX3DOHUPROLQHWKHSKDVHRQWKHULJKWKDQGVLGHRIWKH
WRZHU



5XQQHUDUP±$VWHHOFURVVPHPEHURQDVWUXFWXUHWKDWFDQEHXVHGWR
VXVSHQGLQVXODWRUDVVHPEOLHV



6('&DPS5HSRUW±6('¶VLQYHVWLJDWLRQUHSRUWIRUWKH&DPS)LUH



6XVSHQVLRQ,QVXODWRU±$W\SHRILQVXODWRUWKDWLVVXVSHQGHGIURPWKH
FURVVPHPEHUVRIDWRZHUDQGLVXVHGWRVXSSRUWFRQGXFWRUVZKLOH
HOHFWULFDOO\LQVXODWLQJWKHPIURPWKHWRZHU




6('&DPS5HSRUW&$03
6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03






%

7UDQVSRVLWLRQ-XPSHU±$FRQGXFWRUXVHGWRFRPSOHWHDSKDVH
UHFRQILJXUDWLRQRIWKHWUDQVPLVVLRQOLQH7KHSKDVHUHFRQILJXUDWLRQ
FRQVLVWVRIDUHDOLJQPHQWRIDSKDVHFRQGXFWRUIURPWKHSRVLWLRQLW
RFFXSLHVRQRQHVLGHRIWKHWRZHUWRDGLIIHUHQWSRVLWLRQRQWKHRSSRVLWH
VLGHRIWKHWRZHUIRUWKHSXUSRVHRILPSURYLQJWKHHOHFWULFDOFKDUDFWHULVWLFV
RIWKHWUDQVPLVVLRQOLQH

6WLSXODWHG)DFWV5HOHYDQWWR&DPS:LOGILUH


7KH&DPS)LUHEXUQHGDSSUR[LPDWHO\DFUHV



7KH&DPS)LUHUHVXOWHGLQFRQILUPHGIDWDOLWLHVDQGGHVWUR\HG
VWUXFWXUHV



&$/),5(LGHQWLILHGDQLJQLWLRQSRLQWQHDUWKHFRPPXQLW\RI3XOJDLQ
%XWWH&RXQW\



&$/),5(LGHQWLILHGDVHFRQGLJQLWLRQSRLQWORFDWHGQHDUWKHLQWHUVHFWLRQ
RI&RQFRZ5RDGDQG5LP5RDGLQWKHFLW\RI&RQFRZLQ%XWWH&RXQW\
3* (GRHVQRWFRQFHGHWKDWWKHUHZDVDVHFRQGLQGHSHQGHQWLJQLWLRQ
SRLQW

1RYHPEHU


:LQGVSHHGDQGZLQGJXVWVUHFRUGHGDWKRXUVDWWKH6WLUOLQJ&LW\
ZHDWKHUVWDWLRQZHUHPSKDQGPSKUHVSHFWLYHO\7KH
6WLUOLQJ&LW\ZHDWKHUVWDWLRQLVWKHFORVHVW3* (ZHDWKHUVWDWLRQWRWKH
WZRLJQLWLRQSRLQWVLGHQWLILHGE\&$/),5(7KH1RYHPEHU
([SRQHQWUHSRUWUHJDUGLQJDVWXG\RI3* (¶V&DULERX3DOHUPR$VVHWV
VWDWHVWKDWWKHDYHUDJHZLQGVSHHGH[SHULHQFHGE\WKH&DULERX3DOHUPR
1RUWK WUDQVPLVVLRQOLQHLQZDVPSK



7KHOLQHFXUUHQWRQWKH&DULERX3DOHUPRN97UDQVPLVVLRQ/LQHIRUWKH
SHULRGIURPWRKRXUVLVUHIOHFWHGLQ)LJXUHRI6('¶V&DPS
5HSRUWZKLFKLVEDVHGRQ6XSHUYLVRU\&RQWURODQG$FTXLVLWLRQ'DWD
³6&$'$´ IURPWKH3DOHUPR6XEVWDWLRQ



3* (¶V&DULERX3DOHUPRN97UDQVPLVVLRQ/LQHFRQQHFWV3* (¶V
3DOHUPR6XEVWDWLRQDQG&DULERX3RZHUKRXVH



6('&DPS5HSRUW&$03
6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03DQG&$03)LJXUH

6('&DPS5HSRUW&$03)LJXUH

6('&DPS5HSRUW&$03






$WKRXUV3DOHUPR6XEVWDWLRQUHOD\GHWHFWHGDJURXQGIDXOWFXUUHQWRI
$PSVDQGRSHQHG&LUFXLW%UHDNHU ³&%´ 



$WKRXUV&DULERX3RZHUKRXVHUHOD\GHWHFWHGDJURXQGIDXOW
FXUUHQWRI$PSVDQGRSHQHG&%7KHIDXOWZDVLVRODWHGZLWKERWK
FLUFXLWEUHDNHUV3DOHUPR&%DQG&DULERX&%RSHQLQJ



$FFRUGLQJWR&$/),5(¶VZHEVLWHWKHILUHVWDUWHGDWKRXUVDWR
ODWLWXGHDQGRORQJLWXGH7KHVHFRRUGLQDWHVFRUUHVSRQGWRD
ORFDWLRQQHDU7RZHURIWKH&DULERX3DOHUPRN97UDQVPLVVLRQ
/LQH



$WKRXUVD3* (HPSOR\HHREVHUYHGILUHLQWKHYLFLQLW\RI7RZHU
DQGWKLVREVHUYDWLRQZDVUHSRUWHGWRE\3* (HPSOR\HHV



$WKRXUV3* (/5RSHUDWHGDQGWKH%LJ%HQGN9
'LVWULEXWLRQ&LUFXLWH[SHULHQFHGDQRXWDJH



/5LVDSURWHFWLRQGHYLFHRQ3* (¶V%LJ%HQGN9
'LVWULEXWLRQ&LUFXLW



%HWZHHQDSSUR[LPDWHO\DQGKRXUV3* (FRQGXFWHGDQDHULDO
SDWURORIWKH&DULERX3DOHUPRN97UDQVPLVVLRQ/LQH$W7RZHU
WKHSDWUROLGHQWLILHGDVXVSHQVLRQLQVXODWRUVXSSRUWLQJD
WUDQVSRVLWLRQMXPSHUWKDWKDGGLVFRQQHFWHGIURPDQDUPRQWKHWRZHU

 )ROORZLQJ3* (¶VDHULDOSDWURO3* (ILOHGDQ(OHFWULF,QFLGHQW5HSRUW
DWKRXUVH[SODLQLQJWKDW³3* (H[SHULHQFHGDQRXWDJHRQWKH
&DULERX3DOHUPRN97UDQVPLVVLRQ/LQHLQ%XWWH&RXQW\´
1RYHPEHU


$3* (HPSOR\HHRQSDWURODUULYHGDWWKHORFDWLRQRIWKHSROHZLWK/5
RQWKH%LJ%HQGN9'LVWULEXWLRQ&LUFXLWDQGREVHUYHGWKDW
WKHSROHDQGRWKHUHTXLSPHQWZDVRQWKHJURXQG



6('&DPS5HSRUW&$03
6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03&$03

6('&DPS5HSRUW&$03




1RYHPEHU


1RUWKRI/5D3* (HPSOR\HHREVHUYHGZLUHVGRZQDQGGDPDJHG
DQGGRZQHGSROHVQHDUWKHLQWHUVHFWLRQRI&RQFRZ5RDGDQG5LP5RDG
$WWKLVORFDWLRQWKHHPSOR\HHREVHUYHGVHYHUDOVQDSSHGWUHHVZLWKVRPH
RQWRSRIWKHGRZQHGZLUHV

1RYHPEHU


3* (DVVLVWHG&$/),5(LQFROOHFWLQJHYLGHQFHUHODWHGWRDQRXWDJHRQ
WKH%LJ%HQGN9'LVWULEXWLRQ&LUFXLW



&$/),5(SURYLGHG3* (ZLWKUHFHLSWVIRUHYLGHQFHFROOHFWHGSULRUWR
3* (¶VDUULYDODWWKHVLWHQHDUWKHLQWHUVHFWLRQRI&RQFRZ5RDGDQG5LP
5RDG

1RYHPEHU


3* (DVVLVWHG&$/),5(LQFROOHFWLQJHYLGHQFHIURP7RZHUDQG
7RZHURQWKH&DULERX3DOHUPRN97UDQVPLVVLRQ/LQH
7RZHUVDQGDVZHOODVWKHLUDVVRFLDWHGHTXLSPHQWZHUH
LQLWLDOO\LQVWDOOHGEHWZHHQDQGDQGILUVWZHQWLQWRVHUYLFHRQ
0D\3RUWLRQVRIWKHOLQHKDYHEHHQUHSODFHGRYHUWLPHDVD
UHVXOWRIURXWLQHPDLQWHQDQFHDQGHPHUJHQF\ZRUN



3* (LGHQWLILHGRULJLQDO*UHDW:HVWHUQ3RZHUGUDZLQJVIRUWKH
FRQVWUXFWLRQRI*UHDW:HVWHUQ3RZHU/LQH1XPEHU7KUHH DSRUWLRQRI
ZKLFKLVQRZWKHOLQHUHIHUUHGWRDVWKH&DULERX3DOHUPROLQH DQGWKH
UHFRUGVVKRZWKDWFHUWDLQFRPSRQHQWVRQWKHOLQHPD\EHRULJLQDOYLQWDJH
$QH[DPSOHRI*UHDW:HVWHUQ3RZHUGRFXPHQWVWKDWDSSHDUWREH
DVVRFLDWHGZLWK*UHDW:HVWHUQ3RZHU/LQH1XPEHU7KUHHLVDGUDZLQJRI
D³6XVSHQVLRQ+RRN´GDWHG³´



7KH&KRRNWKDWEURNHRQ7RZHURQWKH&DULERX3DOHUPRN9
7UDQVPLVVLRQ/LQH WKH³LQFLGHQWKRRN´ EHDUVFHUWDLQVLPLODULWLHVWRD
&KRRNPDQXIDFWXUHGE\2KLR%UDVVDVGHWHUPLQHGE\GHVLJQ
GUDZLQJV




6('&DPS5HSRUW&$03
6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

$WWDFKPHQW 3*(&38&B'5BB4 

$WWDFKPHQW 3*(&38&B'5BB4 $WWDFKPHQW 3*(&38&B'5BB4 
$WWDFKPHQW 3*(&$03&38& 

$WWDFKPHQW 3*(&$03&38& 






&38&VWDIIZHUHDWWKHVLWHWRREVHUYHWKHHYLGHQFHFROOHFWLRQ



$W7RZHUWKH&38&VWDIIREVHUYHGWKDWWKHULJKWSKDVHLQVXODWRU
KROGGRZQDQFKRUZDVGLVFRQQHFWHG3* (IRXQGWKLVFRQGLWLRQ
GXULQJDQLQVSHFWLRQRQ6HSWHPEHUDQGDVVLJQHGLW3ULRULW\
&RGH(LQDFFRUGDQFHZLWKLWV(OHFWULF7UDQVPLVVLRQ3UHYHQWLYH
0DLQWHQDQFH ³(730´ 0DQXDO8QGHUWKH(7300DQXDO3ULRULW\
&RGH(FRQGLWLRQVPXVWEHDGGUHVVHGZLWKLQPRQWKV

 3RVW&DPS)LUHLQVSHFWLRQVRIWKH&DULERX3DOHUPROLQHLGHQWLILHGWKUHH
FRQGLWLRQVUHODWLQJWRKROGGRZQDQFKRUVWKDWUHVXOWHGLQ3ULRULW\&RGH$
QRWLILFDWLRQV


$W7RZHUDVXVSHQVLRQLQVXODWRUKDGGLVFRQQHFWHGIURPLWVKDQJHU
SODWHDQGZDVKDQJLQJIURPWKHWUDQVSRVLWLRQMXPSHUZLUHDSSUR[LPDWHO\
IHHWDERYHWKHJURXQG

 $W7RZHUWKH&KRRNKROGLQJWKHOHIWSKDVHVXVSHQVLRQLQVXODWRU
WKHLQFLGHQWKRRN EURNHDQGEHFDPHGLVFRQQHFWHGIURPLWVKDQJHU
SODWH'XULQJHYLGHQFHFROOHFWLRQLQ1RYHPEHU&$/),5(WRRN
SRVVHVVLRQRIWKDWSRUWLRQRIWKHLQFLGHQWKRRNWKDWUHPDLQHGDWWDFKHGWR
WKHLQVXODWRU3* (JDLQHGDFFHVVWRWKHDUHDQHDU7RZHUDIWHU
&$/),5(FROOHFWHGHYLGHQFHWKDWLWGHHPHGUHOHYDQWWRLWVLQYHVWLJDWLRQ
3* (DQG6('KDYHEHHQXQDEOHWRORFDWHWKHUHPDLQGHURIWKHLQFLGHQW
KRRN


6('PDGHDFORVHYLVXDOREVHUYDWLRQDQGWRRNSKRWRJUDSKVEHIRUHWKH
LQFLGHQWKRRNZDVSODFHGLQD&$/),5(WUXFNEHG,Q6('¶V
DVVHVVPHQWWKHVPRRWKSRUWLRQLVDQLQGLFDWLRQRIZHDUWKDWRFFXUUHGRYHU
DORQJSHULRGRIWLPHSULRUWRIDLOXUHWKHURXJKXSSHUSRUWLRQRIWKHFURVV
VHFWLRQIUDFWXUHGDWWKHWLPHRIWKHLQFLGHQW3* (H[SUHVVHVQR
RSLQLRQRQ6('¶VDVVHVVPHQW&$/),5(FROOHFWHGWKHLQFLGHQWKRRNRQ
7RZHUZLWK3* (¶VDVVLVWDQFHLQ1RYHPEHU1HLWKHU
3* (QRUWKH&38&DUHLQSRVVHVVLRQRIWKHLQFLGHQWKRRN$VRIWKH
GDWHRIWKLVVWLSXODWLRQQHLWKHU3* (QRUWKH&38&KDVEHHQDEOHWR
FRQGXFWDQ\PHWDOOXUJLFDODQDO\VLVRUWHVWLQJRIWKHLQFLGHQWKRRN



6('&DPS5HSRUW&$03)LJXUH
6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03)LJXUH

6('&DPS5HSRUW&$03&$03

$WWDFKPHQW 3*(&38&B'5BB4 

6('&DPS5HSRUW&$03)LJXUH

6('&DPS5HSRUW&$03DQG&$03)LJXUH






3* (¶VWUDQVPLVVLRQLQVSHFWLRQSURFHGXUHVHIIHFWLYHSULRUWRDQGDWWKH
WLPHRIWKH&DPS)LUHVWDWHWKDWFRPSRQHQWVGLVSOD\LQJPDWHULDOORVV
JUHDWHUWKDQVKRXOGUHFHLYHD3ULRULW\&RGH$PDLQWHQDQFH
QRWLILFDWLRQDQGEHLPPHGLDWHO\UHSDLUHGRUPDGHVDIH



3ULRUWRWKHLQFLGHQWKRRNEUHDNLQJRQ7RZHUWKHLQFLGHQWKRRN
DWWDFKHGDVXVSHQVLRQLQVXODWRUWRDKDQJHUSODWHRQWKH7RZHU



7KHUHZDVZHDURQWKHZRUNLQJH\HRIWKHUXQQHUDUPZKHUHWKHLQFLGHQW
KRRNZDVDWWDFKHGRQ7RZHU²ERWKWKHZRUNLQJH\HRQWKHUXQQHU
DUPDQGWKHZRUNLQJH\HRQWKHDWWDFKHGKDQJHUSODWHGLVSOD\HGVRPH
GHJUHHRIZHDU



$UFIODVKPDUNVZHUHSUHVHQWRQWKHWUDQVSRVLWLRQMXPSHUDQGDVWHHO
FURVVPHPEHUDQGOHJRQ7RZHU

1RYHPEHU


$WDSSUR[LPDWHO\KRXUV&$/),5(KHOGDSUHVVFRQIHUHQFHGXULQJ
ZKLFKLWLGHQWLILHGD³SRVVLEOHVHFRQGRULJLQUHODWHGWRWKH&DPSLQFLGHQW
LQWKH&RQFRZDUHD´

1RYHPEHU


$WDSSUR[LPDWHO\KRXUV3* (VXEPLWWHGWKH(OHFWULF,QFLGHQW
5HSRUWIRUWKHVHFRQGLJQLWLRQSRLQWLGHQWLILHGE\&$/),5(DWWKH
LQWHUVHFWLRQRI&RQFRZ5RDGDQG5LP5RDG3* (UHSRUWHGDQRXWDJH
RQWKH%LJ%HQGN9'LVWULEXWLRQ&LUFXLW



&38&5HVROXWLRQ(UHTXLUHVHOHFWULFXWLOLWLHVWRUHSRUWHOHFWULF
LQFLGHQWVZLWKLQKRXUVRIDUHSRUWDEOHLQFLGHQWGXULQJQRUPDOZRUNLQJ
KRXUVRUZLWKLQKRXUVRIDUHSRUWDEOHLQFLGHQWRXWVLGHRIQRUPDOZRUNLQJ
KRXUV




6('&DPS5HSRUW&$037DEOH
6('&DPS5HSRUW&$03)LJXUH

6('&DPS5HSRUW&$03)LJXUH

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

&38&5HVROXWLRQ(




1RYHPEHU


&$/),5(UHPRYHGDWUHHIURPDQDUHDQHDUWKHLQWHUVHFWLRQRI&RQFRZ
5RDGDQG5LP5RDGDVHYLGHQFH&38&VWDIIZHUHSUHVHQWWRVHHWKHWUHH
ORDGHGRQDWUDLOHU&38&VWDIIDOVRVDZD3* (FUHZZDLWLQJWRDVVLVW
ZLWKUHPRYDORI3* (HTXLSPHQWIURPWKHDUHDDWWKHUHTXHVWRI&$/
),5(

'HFHPEHU


3* (DQQRXQFHGWKHODXQFKRIWKH:LOGILUH6DIHW\,QVSHFWLRQ3URJUDP
³:6,3´ WRSHUIRUPDFFHOHUDWHGDQGHQKDQFHGLQVSHFWLRQVRILWVHOHFWULF
GLVWULEXWLRQWUDQVPLVVLRQDQGRWKHUIDFLOLWLHV3* (LPSOHPHQWHGWKH
:6,3IROORZLQJWKH&DPS)LUH



7KH:6,3HQKDQFHGLQVSHFWLRQVIRUWUDQVPLVVLRQIDFLOLWLHVLQYROYHG
FOLPELQJDQGXWLOL]LQJGURQHVWRLQVSHFWWKH&DULERX3DOHUPRN9
7UDQVPLVVLRQ/LQHLQGHWDLO:6,3LQVSHFWLRQVDUHEDVHGRQD)DLOXUH
0RGHVDQG(IIHFWV$QDO\VLV ³)0($´ FRQGXFWHGE\3* (VKRUWO\DIWHU
WKH&DPS)LUHLQ1RYHPEHU7KH)0($LGHQWLILHVSRWHQWLDO
SRLQWVRIIDLOXUHRQWUDQVPLVVLRQDVVHWVWKDWFRXOGFDXVHDILUHLJQLWLRQ
7KH)0($LQYROYHGGHWHUPLQDWLRQRIWKHZD\VWKDWDQDVVHWRUFRPSRQHQW
PLJKWIDLO LHIDLOXUHPRGHV DQGGHWHUPLQDWLRQRIZKHWKHUWKHIDLOXUH
PD\UHVXOWLQDQLJQLWLRQVRXUFH%DVHGRQWKH)0($LQVSHFWLRQ
WHFKQLTXHVIRUKRZWKRVHIDLOXUHPRGHVFRXOGEHHYDOXDWHGZHUH
GHYHORSHG:6,3LQVSHFWRUVXVHPRELOHWHFKQRORJ\DQGHOHFWURQLF
FKHFNOLVWV NQRZQDV³3URQWR)RUPV´ WRGRFXPHQWLQVSHFWLRQILQGLQJV
HOHFWURQLFDOO\$FFRUGLQJWRD3* (GDWDUHTXHVWUHVSRQVHD
&HQWUDOL]HG,QVSHFWLRQ5HYLHZ7HDP &,57 FRPSULVLQJLQGLYLGXDOVZLWK
UHOHYDQWHQJLQHHULQJDQGILHOGH[SHUWLVHSHUVRQQHOWKDWFROOHFWLYHO\KDYH
NQRZOHGJHDQGEDFNJURXQGLQWUDQVPLVVLRQDQGGLVWULEXWLRQV\VWHP
PDLQWHQDQFHDQGHQJLQHHULQJUHYLHZVLQVSHFWLRQILQGLQJVWRGHWHUPLQHWKH
ILQDOSULRULW\RILGHQWLILHGFRQGLWLRQV



%XVLQHVV:LUH3* ($QQRXQFHV(QKDQFHG:LOGILUH3UHYHQWLRQDQG6DIHW\(IIRUWV,QFOXGLQJ([SDQGHG
,QVSHFWLRQV$GGLWLRQDO6XSSRUWIRU&DPS)LUH9LFWLPVDQG7KHLU)DPLOLHV 'HF DYDLODEOHDW
KWWSVZZZEXVLQHVVZLUHFRPQHZVKRPHHQ3*($QQRXQFHV(QKDQFHG:LOGILUH3UHYHQWLRQ
6DIHW\(IIRUWV

6('&DPS5HSRUW&$03

$WWDFKPHQW 3*(&38&B'5B6('B4B&DPS)LUH 

$WWDFKPHQW 3*(&38&B'5B6('B4B&DPS)LUH 

$WWDFKPHQW 3*(&38&B'5B6('B4B&DPS)LUH 



0DUFK


3* (¶V(7300DQXDOGHILQHVWKHIROORZLQJ3ULRULW\&RGHV

7DEOH 7UDQVPLVVLRQ1RWLILFDWLRQ3ULRULW\&RGHV


 3* (SURYLGHGWKH&38&3ULRULW\&RGH³$´PDLQWHQDQFH
QRWLILFDWLRQVUHVXOWLQJIURPLQVSHFWLRQVRIWKH&DULERX3DOHUPRN9
7UDQVPLVVLRQ/LQHWKDWRFFXUUHGRQRUDIWHU1RYHPEHU7KHVDPH
LQVSHFWLRQVDOVRLGHQWLILHG3ULRULW\&RGH³%´³(´DQG³)´
PDLQWHQDQFHQRWLILFDWLRQVIRUWKH&DULERX3DOHUPRN97UDQVPLVVLRQ
/LQH7KRVHLQVSHFWLRQVLQFOXGHGFOLPELQJLQVSHFWLRQVRIWKHOLQH
FRQGXFWHGEHIRUHWKHODXQFKRI:6,3DQGFOLPELQJDQGGURQHLQVSHFWLRQV
FRQGXFWHGSXUVXDQWWRWKDWSURJUDP
0DUFK


3* (UHPRYHGHTXLSPHQWIURP7RZHUDWUDQVSRVLWLRQWRZHURQ
WKH&DULERX3DOHUPRN97UDQVPLVVLRQ/LQHDWWKHUHTXHVWRIODZ
HQIRUFHPHQW1HLWKHU3* (QRU6('KDYHSK\VLFDOFXVWRG\RIWKH
HTXLSPHQWWKDWZDVUHPRYHG7R3* (¶VDQG6('¶VNQRZOHGJH&$/
),5(KDVQRWLGHQWLILHG7RZHUDVDFDXVHRIWKH&DPS)LUH




6HH(OHFWULF7UDQVPLVVLRQ3UHYHQWDWLYH0DLQWHQDQFH0DQXDO7'03XEOLFDWLRQ'DWH5HY
SURGXFHGDVSDUWRI3* (¶V$WWDFKPHQW%5HSRUWDW3*(:LOILUHV2,, DW GHVFULSWLRQRI
3ULRULW\&RGHV7DEOH 3UHYLRXVYHUVLRQ5HYGDWHGLVLQ6('&DPS5HSRUWDW&$035HYLV
PRGLILHGIURP5HYWRDGG'LUHFWRUDSSURYDOIRU3ULRULW\&RGH)FRQGLWLRQV

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03





7KH&KRRNUHPRYHGIURPWKHULJKWSKDVHVXVSHQVLRQLQVXODWRURQ
7RZHUGLVSOD\HGPDWHULDOORVVRIRYHULQWKHFURVVVHFWLRQ
ZKHUHLWPDGHFRQWDFWZLWKWKHKDQJHUSODWH6('REVHUYHGWKDWWKHFURVV
VHFWLRQRIWKH&KRRNZKHUHWKHPDWHULDOZDVZRUQDZD\ZDVIODWDQG
VPRRWK3* (H[SUHVVHVQRRSLQLRQRQ6('¶VDVVHVVPHQW

0D\


&$/),5(LQYHVWLJDWRUVGHWHUPLQHGWKDWWKH&DPS)LUHZDVFDXVHGE\
HOHFWULF³WUDQVPLVVLRQOLQHVRZQHGDQGRSHUDWHGE\3DFLILF*DVDQG
>(OHFWULF@ 3* ( ORFDWHGLQWKH3XOJDDUHD´



&$/),5(LQYHVWLJDWRUVDOVRGHWHUPLQHGWKDW³>W@KHFDXVHRIDVHFRQGILUH
ZDVGHWHUPLQHGWREHYHJHWDWLRQLQWRHOHFWULFDOGLVWULEXWLRQOLQHVRZQHG
DQGRSHUDWHGE\3* (´

1RYHPEHU


([SRQHQWFRPSOHWHGDUHSRUWWLWOHG³3* (&DULERX3DOHUPR$VVHW
&RQGLWLRQ,QYHVWLJDWLRQ´7KHUHSRUWFRQFOXGHGDPRQJRWKHUWKLQJV
D

)URPWR1RYHPEHUWKH&DULERX3DOHUPROLQH
ZDVVXEMHFWHGWRVLPLODUJURXQGLQVSHFWLRQDQGSDWURO
IUHTXHQFLHVDVFRPSDULVRQOLQHV7KHVHLQVSHFWLRQVDQG
SDWUROV\LHOGHGFRPSDUDEOHQRUPDOL]HGKLJKSULRULW\WDJ
FRXQWVEHWZHHQ&DULERX3DOHUPRDQGFRPSDULVRQ
OLQHV

E

7KH&DULERX3DOHUPROLQHZDVFRQILUPHGWRKDYHJUHDWHU
SRVW&DPS)LUHKLJKSULRULW\ ³$´DQG³%´ UHSDLUWDJ
FRXQWVWKDQDOOVHOHFWHGFRPSDULVRQOLQHVDVZHOODVDQ
LQFUHDVHGSHUVWUXFWXUHKLJKSULRULW\WDJUDWHZKHQ
QRUPDOL]HGIRUWKHQXPEHURIVWHHOODWWLFHWRZHUV




6('&DPS5HSRUW&$03&$03)LJXUH
6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

7REHVWFRPSDUHOLQHVRIGLIIHUHQWOHQJWKVZLWKGLIIHUHQWQXPEHUVRIVWUXFWXUHVWDJFRXQWVZHUHQRUPDOL]HGE\
WKHQXPEHURIVWHHOODWWLFHWRZHUVEDVHGRQDSSUR[LPDWLRQVIURP3* (¶V*,6GDWD

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03




F

&ROGHQGLQVXODWRUKDUGZDUHUHODWHGLVVXHVZHUH
UHVSRQVLEOHIRUWKHKLJKHVWQXPEHURI³$´SULRULW\SRVW
&DPS)LUHWDJVRQ&DULERX3DOHUPRDQGWKHVHFRQG
KLJKHVWQXPEHURI³%´SULRULW\WDJV

G

)RXQGDWLRQUHODWHGLVVXHVDFFRXQWHGIRUWKHJUHDWHVW
QXPEHURI³%´WDJV

H

7DJVZHUHJHQHUDWHGGXHWREXULDORIWKHWRZHUIRRWLQJVRU
VWHHOODWWLFHPHPEHUV7KLVW\SHRIVRLOFRYHUDJHFDQ
LQFUHDVHWKHULVNRIFRUURVLRQRIEXULHGVWHHOFRPSRQHQWV
+RZHYHUXQOLNHZHDUVRLOPRYHPHQWGRHVQRWQHFHVVDULO\
UHSUHVHQWWRZHUGDPDJH)XUWKHUDVVHVVPHQWZRXOGEH
UHTXLUHGWRGHWHUPLQHLIVRLOPRYHPHQWDVVRFLDWHGZLWK
KLJKSULRULW\WDJVUHVXOWHGLQGDPDJH

I

7KH&DULERX3DOHUPR%XFNV&UHHN5RFN&UHHNDQG
&UHVWD5LR2VROLQHVHDFKORFDWHGZLWKLQWKH1RUWK)RUN
)HDWKHU5LYHU&DQ\RQH[KLELWHGKLJKSULRULW\FROGHQG
KDUGZDUHZHDUWDJFRXQWVPRUHWKDQWKUHHWLPHVKLJKHUWKDQ
WKHQH[WKLJKHVWFRPSDULVRQOLQHZKHQQRUPDOL]HGIRUVWHHO
ODWWLFHWRZHUV

J

&DULERX3DOHUPR1RUWKH[SHULHQFHVKLJKHUDQQXDO
DYHUDJHZLQGVSHHGVWKDQQRQDGMDFHQWFRPSDULVRQOLQHV
/LQHVDQDO\]HGZLWKLQWKH1RUWK)RUN)HDWKHU5LYHU
&DQ\RQPD\KDYHLQFUHDVHGZHDUWDJUDWHVDVVRFLDWHGZLWK
ORQJHUGXUDWLRQKLJKZLQGFRQGLWLRQV1RDSSDUHQW
FRUUHODWLRQEHWZHHQZHDUWDJVDQGWHPSHUDWXUH
SUHFLSLWDWLRQRUSHDNZLQGVSHHG \HDUUHWXUQ ZDV
REVHUYHG

K

3* (¶VSRVW&DPS)LUHHQKDQFHGLQVSHFWLRQSURFHGXUHV
LQFOXGLQJ&,57RU',57UHYLHZVKDYHOHGWRVXEVWDQWLDO
LPSURYHPHQWVLQLGHQWLI\LQJSURJUHVVLYHRUZHDUUHODWHG
LQVXODWRUKDUGZDUHGDPDJH



6('&DPS5HSRUW&$03
6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

)RUDQH[SODQDWLRQRI&DULERX3DOHUPR1RUWKDQG&DULERX3DOHUPR6RXWKGHVLJQDWLRQVVHH6('&DPS5HSRUW
&$03

6('&DPS5HSRUW&$03

3* (¶V'URQH,QVSHFWLRQ5HYLHZ7HDP

6('&DPS5HSRUW&$03




L

&DULERX3DOHUPRDQGRWKHU1RUWK)RUN)HDWKHU5LYHU
&DQ\RQOLQHVDSSHDUWRKDYHDXQLTXHVHWRIIDFWRUVWKDW
FRQWULEXWHGWRLQFUHDVHGUDWHVRIKLJKSULRULW\FROGHQG
KDUGZDUHWDJVUHODWLYHWRRWKHUFRPSDULVRQOLQHV)DFWRUV
VXFKDVGHVLJQ OLQNFRQQHFWRUVDQGDUHODWLYHO\ODUJH
QXPEHURIQRQWHQVLRQHGLQVXODWHGFRQGXFWRUV ORQJ
GXUDWLRQH[SRVXUHWRKLJKHUZLQGVDJHDQGKLVWRULFDO
LQVSHFWLRQPHWKRGRORJLHVOLNHO\DOOFRQWULEXWHGWRWKHVH
FROGHQGKDUGZDUHZHDULVVXHV

3ULRUWRWKH&DPS)LUH


$FFRUGLQJWR3* (¶VUHFRUGVHYHU\\HDUIURPWR3* (
SHUIRUPHGHLWKHUDJURXQGSDWURODLUSDWURORUGHWDLOHGLQVSHFWLRQRIWKH
&DULERX3DOHUPRN97UDQVPLVVLRQ/LQH3* (¶V(7300DQXDO
ZDVILUVWSXEOLVKHGLQ$XJXVW8QGHUWKH(7300DQXDO5HY
DHULDOSDWUROVDUHUHTXLUHGDQQXDOO\GHWDLOHGLQVSHFWLRQVE\JURXQGDUH
UHTXLUHGHYHU\\HDUVDQGFOLPELQJRUDHULDOLQVSHFWLRQVDUHSUHVFULEHGDV
WULJJHUHGE\VSHFLILFFRQGLWLRQV3ULRUWRWKH&DPS)LUH3* (¶V
(7300DQXDOGLGQRWFDOOIRUURXWLQHFOLPELQJLQVSHFWLRQVIRUQRQ
N9WRZHUV



&RQVLVWHQWZLWKPLQLPXPUHTXLUHGWLPHLQWHUYDOVLQWKH3* ((730
0DQXDOLQHIIHFWDWWKHWLPH3* (¶VUHFRUGVLQGLFDWHWKDWGHWDLOHGJURXQG
LQVSHFWLRQVRIWKH&DULERX3DOHUPRN97UDQVPLVVLRQ/LQHZHUH
SHUIRUPHGLQDQG&RQVLVWHQWZLWKWKHWKHQDSSOLFDEOH
JXLGHOLQH8WLOLWLHV2SHUDWLRQ ³82´ *XLGHOLQH*ZKLFKFDPHLQWR
HIIHFWLQ1RYHPEHU3* (¶VUHFRUGVLQGLFDWHWKDW3* (DOVR
SHUIRUPHGJURXQGSDWUROVRIWKH&DULERX3DOHUPROLQHLQ-DQXDU\
$XJXVWDQG$XJXVW



6('&DPS5HSRUW&$03
$WWDFKPHQW 3*(&38&B'5BB4 

6('&DPS5HSRUW&$03DQG&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03$WWDFKPHQW 3*(&38&B'5BB4 






3* (LQVSHFWLRQUHFRUGVIRUWKHSHULRGRI-DQXDU\WR1RYHPEHU
LQGLFDWHWKDW3* (SHUIRUPHGGHWDLOHGFOLPELQJLQVSHFWLRQVRQ
DSSUR[LPDWHO\WRZHUVDORQJWKH&DULERX3DOHUPRN97UDQVPLVVLRQ
/LQHEHWZHHQ6HSWHPEHUDQG1RYHPEHU1RWLILFDWLRQ
ZDVFUHDWHGIROORZLQJ3* (¶VGHFLVLRQHDUOLHULQWR
SHUIRUPFOLPELQJLQVSHFWLRQVRIWKH&DULERX3DOHUPRN9
7UDQVPLVVLRQ/LQHDQGPXOWLSOHRWKHUWUDQVPLVVLRQOLQHVDVSDUWRIDQ
HIIRUWWRDVVHVVWKHFRQGLWLRQRILWVWUDQVPLVVLRQOLQHVDQGKHOSLQIRUPLWV
EURDGHUDVVHWPDQDJHPHQWVWUDWHJ\7RZHUDQG7RZHU
ZHUHQRWFOLPEHGGXULQJWKLVSHULRGEXWZHUHVXEMHFWWRJURXQGLQVSHFWLRQV
LQDQG

 7KHLQVSHFWRUVZKRFRQGXFWHGGHWDLOHGFOLPELQJLQVSHFWLRQVEHWZHHQ
6HSWHPEHUDQG1RYHPEHUXVHGD6WHHO6WUXFWXUH'HWDLOHG
&OLPELQJ,QVSHFWLRQIRUPWKDWZDVGDWHG$QHZHUYHUVLRQRIWKH
IRUP3* (¶V6WHHO6WUXFWXUH'HWDLOHG&OLPELQJ,QVSHFWLRQ)RUP7'
0) GDWHG ZDVSXEOLVKHGRQ3* (¶V7HFKQLFDO
,QIRUPDWLRQ/LEUDU\ ³7,/´ RQ6HSWHPEHU3* (FRQWHQGV
WKDWWKHLQVSHFWLRQIRUPGDWHGEHFDPHHIIHFWLYHRQ1RYHPEHU
DQGZHQWLQWRHIIHFWLYHVWDWXVRQWKH7,/RQ'HFHPEHUDW
ZKLFKSRLQWWKHIRUPGDWHGZDVDUFKLYHGDQGZDVQRORQJHU
DFFHVVLEOHWKURXJKWKH7,/6('FRQWHQGVWKDWWKHIRUPGDWHG
EHFDPHRXWGDWHGZKHQWKHQHZIRUPZDVSXEOLVKHGRQWKH7,/RQ
6HSWHPEHU)RUP7'0)GDWHGLVVKRZQLQ
)LJXUHVDQGRI6('¶V&DPS5HSRUW


3* (¶VUHFRUGVLQGLFDWHWKDWDZRUNRUGHUZDVSODFHGLQIRU
7RZHUXQGHU1RWLILFDWLRQZKLFKFDOOHGIRU
UHSODFHPHQWRIDFRQQHFWRU&RQQHFWRUVDQG&KRRNVDUHGLIIHUHQW
W\SHVRIHTXLSPHQW7KHUHTXLUHGHQGGDWHIRUWKDWQRWLILFDWLRQZDV
UHDVVHVVHGLQXQGHU1RWLILFDWLRQZKLFKUHIHUUHGEDFNWR
1RWLILFDWLRQ



6('&DPS5HSRUW&$03&$03VHHDOVR$WWDFKPHQW
6('&DPS5HSRUW&$03VHHDOVR$WWDFKPHQW 3*(&$03&)  1RWLILFDWLRQ
VWDWHV³«&,5&8,75(48,5(6$'(7$,/(',163(&7,2121$//67((/6758&785(6%<
7+(72:(5'(3$570(171257+´ $WWDFKPHQW 3*(&$03&)  WKHVHZHUHFOLPELQJ
LQVSHFWLRQVDVHYLGHQFHGE\WKHLQVSHFWLRQIRUPSURYLGHG ³6WHHO6WUXFWXUH'HWDLOHG&OLPELQJ,QVSHFWLRQ 1RQ
N96WUXFWXUHV ´ 

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03DQG&$03)LJXUHVDQG&$03

6('&DPS5HSRUW&$03)LJXUHVDQG

6('&DPS5HSRUW&$03DQG&$03)LJXUHVDQG

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03






5HSODFHPHQWKDQJHUSODWHVKDGEHHQDGGHGWRWKHOHIWDQGULJKWUXQQHU
DUPVRQ7RZHUSRVVLEO\EHIRUH3* (KDVEHHQXQDEOH
WRORFDWHUHFRUGVWKDWLGHQWLI\ZKHQWKHDWWDFKHGKDQJHUSODWHVZHUH
LQVWDOOHG+RZHYHUWKHRULJLQDOSODWHVWKDWZHUHUHSODFHGVKRZHGVLJQV
RIZHDURQWKHZRUNLQJH\H6HH)LJXUHDQG)LJXUHLQ6('¶V&DPS
5HSRUW)LJXUHLQ6('¶V&DPS5HSRUWVKRZVDW\SLFDOORFDWLRQRI
UXQQHUDUPVRQWUDQVPLVVLRQWRZHUVWKDWKDYHWKHP



3* (¶VUHFRUGVLQGLFDWHWKDW3* (UHSODFHGWKHFRQQHFWRULGHQWLILHGLQ
1RWLILFDWLRQRQ-XQH7KHZRUNZDVRULJLQDOO\
VFKHGXOHGWREHFRPSOHWHGE\1RYHPEHU3* (¶VUHFRUGVGR
QRWLQGLFDWHWKHUHDVRQZK\WKHFRQQHFWRUUHSODFHPHQWZRUNLGHQWLILHGLQ
/&1RWLILFDWLRQZDVFRPSOHWHGODWHUWKDQWKHRULJLQDOO\
VFKHGXOHGFRPSOHWLRQGDWH3* (SURFHGXUHVVWDWHWKDWQRWLILFDWLRQVWKDW
JREH\RQGWKHGXHGDWHVKRXOGGRFXPHQWWKHIDFWRU V WKDWOHGWRWKH
GHOD\HGFRPSOHWLRQRIWKHQRWLILFDWLRQ






6('&DPS5HSRUW&$03IRRWQRWH
6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03)LJXUHVDQG

6('&DPS5HSRUW&$03)LJXUH

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03

6('&DPS5HSRUW&$03




$WWDFKPHQW

3$&,),&*$6$1'(/(&75,&&203$1<
2FWREHU:LOGILUHV
&38&'DWD5HTXHVW±&RPPRQ
5HTXHVWHUV/HVOLH/3DOPHUDQG1LFKRODV6KHU
5HTXHVW'DWH-XO\
5HVSRQVH'DWH$XJXVW
4XHVWLRQ
3URYLGH3* (¶VFRQWUDFWHGILUHLQYHVWLJDWRU¶VUHSRUWIRUHDFKLQFLGHQW,IDQLQYHVWLJDWLRQZDV
QRWSHUIRUPHGH[SODLQZK\
5HVSRQVHWR4XHVWLRQ
1RVXFKUHSRUWVH[LVWIRUDQ\RIWKHLQFLGHQWORFDWLRQVDVGHILQHGE\WKH&38&¶V-XO\
'DWD5HTXHVW WKH³LQFLGHQWORFDWLRQV´ 3* (LVLQYHVWLJDWLQJWKHLQFLGHQWORFDWLRQVLQFOXGLQJ
UHWDLQLQJH[SHUWVLQSUHSDUDWLRQIRUOLWLJDWLRQ$WWKLVWLPHWKLVLQYHVWLJDWLRQLQFOXGLQJWKHZRUN
SHUIRUPHGE\WKRVHH[SHUWVLVSULYLOHJHG3* (SUHYLRXVO\SURYLGHG,QFLGHQW'HVFULSWLRQDQG
)DFWXDO6XPPDULHVIRUHDFKLQFLGHQWORFDWLRQDVGHILQHGE\WKH&38&¶V'HFHPEHU
OHWWHULQUHVSRQVHWR4XHVWLRQRIWKH&38&¶V1RYHPEHU'DWD5HTXHVW)DFWXDO
DQDO\VLVDQGUHYLHZRIGRFXPHQWVLVRQJRLQJ
5HVSRQVHSURYLGHGE\
-DGZLQGDU6LQJK'LUHFWRU&RPSOLDQFH 9HJHWDWLRQ0DQDJHPHQW

([KLELW$
$WWDFKPHQW

$WWDFKPHQW

3$&,),&*$6$1'(/(&75,&&203$1<
2FWREHU:LOGILUHV
&38&'DWD5HTXHVW±&RPPRQ
5HTXHVWHUV/HVOLH/3DOPHUDQG1LFKRODV6KHU
5HTXHVW'DWH1RYHPEHU
4XHVWLRQ
3OHDVHSURYLGHDOO9HJHWDWLRQ0DQDJHPHQWUHFRUGV 5HFRUGVIRUUHTXHVW  IRUVXEMHFWWUHH V 
IRUWKHSDVWILYH  \HDUV
5HVSRQVHWR4XHVWLRQ
,QUHVSRQVHWR4XHVWLRQ3* (SURGXFHG9HJHWDWLRQ0DQDJHPHQWUHFRUGVIRUWKHLQFLGHQW
ORFDWLRQVDVGHILQHGE\WKH&38&¶V'HFHPEHUOHWWHU IRUWKHODVWILYH\HDUV
%DVHGRQDUHDVRQDEOHVHDUFK3* (UHFRUGVLQGLFDWHWKDWZKLOHHDFKLQFLGHQWORFDWLRQZDV
LQVSHFWHGQXPHURXVWLPHVLQWKHODVWILYH\HDUVWUHHZRUNZDVSUHVFULEHGDQGFRPSOHWHGIRUWKH
VXEMHFWWUHHDWWKUHHLQFLGHQWORFDWLRQV&KHURNHH ,QFLGHQW1R 3RWWHU9DOOH\
,QFLGHQW1R DQG3RFNHW ,QFLGHQW1R 7KHWDEOHEHORZLGHQWLILHV
WKHVXEMHFWWUHHUHFRUGV ,QVSHFWLRQ5HFRUGVDQG:RUN5HTXHVWV IRUWKHVHVLWHVZKLFKDUH
FRQWDLQHGZLWKLQWKHUHFRUGVSURYLGHGLQUHVSRQVHWR4XHVWLRQ


([KLELW$
$WWDFKPHQW

,QFLGHQW







906XEMHFW7UHH5HFRUGVIRU2FWREHU±2FWREHU
,QVSHFWLRQ5HFRUGV
:RUN5HTXHVWV
,QFLGHQW
7UHH
:RUN
7UHH
1DPH
%DWHV1XPEHU
%DWHV1XPEHU

3UHVFULEHG


&KHURNHH

3RFNHW

3RWWHU
9DOOH\

3*(&38&B



3*(&38&B



3*(&38&B 



3*(&38&B



3*(&38&B



3*(&38&B



3*(&38&B



3*(&38&B
3*(&38&B
3*(&38&B





3*(&38&B



3*(&38&B
3*(&38&B
3*(&38&B





5RXWLQH6LGH
7ULP
1RQH
5RXWLQH6LGH
7ULP
1RQH
$FFHOHUDWH
6LGH7ULP
1RQH
5RXWLQH6LGH
7ULP
1RQH
1RQH
1RQH
5RXWLQH6LGH
7ULP
1RQH
1RQH
1RQH

3*(&38&B



1$

1$

3*(&38&B



1$

1$

3*(&38&B



1$

1$

3*(&38&B



1$
1$
1$

1$
1$
1$

3*(&38&B



1$
1$
1$

1$
1$
1$

5HVSRQVHSURYLGHGE\
3ULQFLSDO9HJHWDWLRQ0DQDJHPHQW



3OHDVHQRWHWKDWWKHILHOGLQGLFDWLQJWUHHVSHFLHVZDVLQDGYHUWHQWO\PRGLILHGGXULQJWKLV
LQVSHFWLRQDFWLYLW\


([KLELW$
$WWDFKPHQW

$WWDFKPHQW

([KLELW$
$WWDFKPHQW

$WWDFKPHQW

([KLELW$
$WWDFKPHQW

$WWDFKPHQW

3$&,),&*$6$1'(/(&75,&&203$1<
&DPS:LOGILUH
&38&'DWD5HTXHVW6('
5HTXHVWHUV%DQX$FLPLV
5HTXHVW'DWH'HFHPEHU
5HVSRQVH6HQW)HEUXDU\
4XHVWLRQ
:KHQZDVWKHVXEMHFWFRQGXFWRU V LQVWDOOHG"
5HVSRQVHWR4XHVWLRQ
,QFLGHQW/RFDWLRQ DVGHILQHGE\WKH6('¶V'DWD5HTXHVW,9 
3* (¶VSUHVHQWXQGHUVWDQGLQJEDVHGXSRQLWVUHFRUGVLVWKDWWKHFRQGXFWRUDW,QFLGHQW/RFDWLRQ
DQGWKHDVVRFLDWHGHTXLSPHQWZHUHLQLWLDOO\LQVWDOOHGEHWZHHQDQG3* (
XQGHUVWDQGVWRZHUVRQWKH&DULERX3DOHUPRN97UDQVPLVVLRQ/LQHILUVWZHQWLQWRVHUYLFHRQ
0D\3RUWLRQVRIWKLVOLQHKDYHEHHQUHSODFHGRYHUWLPHDVDUHVXOWRIURXWLQH
PDLQWHQDQFHDQGHPHUJHQF\ZRUN3* (LVQRWSUHVHQWO\DZDUHRIDQ\UHFRUGVVKRZLQJLIRU
ZKHQWKHFRQGXFWRUEHWZHHQ7RZHUVDQGZDVUHSODFHG
,QFLGHQW/RFDWLRQ DVGHILQHGE\WKH6('¶V'DWD5HTXHVW,9 
3* (¶VSUHVHQWXQGHUVWDQGLQJEDVHGXSRQLWVUHFRUGVLVWKDWWKHFRQGXFWRUDW,QFLGHQW/RFDWLRQ
ZDVLQVWDOOHGRQ-XO\
5HVSRQVHSURYLGHGE\
6XSHUYLVLQJ(QJLQHHU7UDQVPLVVLRQ/LQH(QJLQHHULQJ1RUWK
0DQDJHU(OHFWULF$VVHW6WUDWHJ\


([KLELW$
$WWDFKPHQW

$WWDFKPHQW

3$&,),&*$6$1'(/(&75,&&203$1<
&DPS:LOGILUH
&38&'DWD5HTXHVW6('
5HTXHVWHUV%DQX$FLPLV
5HTXHVW'DWH'HFHPEHU
5HVSRQVH'DWH$SULO
4XHVWLRQ
)RULQFLGHQWORFDWLRQSURYLGHDOOGRFXPHQWVLQFOXGLQJEXWOLPLWHGWRFRQVWUXFWLRQGUDZLQJV
DQGEOXHSULQWVVKRZLQJRUSHUWDLQLQJWR&DULERX3DOHUPRGHVLJQH[FDYDWLRQDQGFOHDULQJ
LQVWDOODWLRQRIWRZHUVZLUHVDOORWKHUFRPSRQHQWVRQWKHOLQHDQGWKHEHJLQQLQJRIVHUYLFH
5HVSRQVHWR4XHVWLRQ
%DVHGRQFODULILFDWLRQUHFHLYHGE\WKH6('3* (XQGHUVWDQGV³LQFLGHQWORFDWLRQ´DVGHILQHG
E\WKH6('¶V'DWD5HTXHVW,9WRUHIHUWR7RZHUVDQGRQWKH&DULERX3DOHUPR
N97UDQVPLVVLRQ/LQHDQGWKHVSDQRIFRQGXFWRUVLQEHWZHHQ&RQVLVWHQWZLWKWKH6('¶V
'DWD5HTXHVW4XHVWLRQ3* (XQGHUVWDQGVWKLVTXHVWLRQWREHVHHNLQJLQIRUPDWLRQ
UHJDUGLQJWKHRULJLQDOGHVLJQDQGFRQVWUXFWLRQRIWKHOLQHDVVRFLDWHGZLWK,QFLGHQW/RFDWLRQ
3* (LVSURGXFLQJRULJLQDOGHVLJQGUDZLQJVELOOVRIPDWHULDOVDQGRWKHUGRFXPHQWVLGHQWLILHGWR
GDWHUHODWHGWRWKHFRQVWUXFWLRQRIWKHVHFWLRQRI*UHDW:HVWHUQ3RZHU/LQH1XPEHU7KUHHWKDW
FRUUHVSRQGVWRZKDWLVQRZDVHFWLRQRIWKH&DULERX3DOHUPRN97UDQVPLVVLRQOLQHDQG
LQFOXGHVZKDWDUHQRZUHIHUUHGWRDV7RZHUVDQGRQWKDWOLQHDW%DWHVUDQJH
3*(&$03&38&±3*(&$03&38&
3*(&$03&38&±3*(&$03&38&
3*(&$03&38&±3*(&$03&38&
3* (QRWHVWKDWVRPHRIWKHVHGRFXPHQWVZHUHLQFOXGHGLQDUHFHQWSURGXFWLRQWR&$/),5(
ZKLFK3* (LQWXUQSURYLGHGWRWKH&38&
5HVSRQVHSURYLGHGE\
0DQDJHU7UDQVPLVVLRQ3RUWIROLR0DQDJHPHQW
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3$&,),&*$6$1'(/(&75,&&203$1<
&DPS:LOGILUH
&38&'DWD5HTXHVW6('
5HTXHVWHUV%DQX$FLPLV
5HTXHVW'DWH'HFHPEHU
5HVSRQVH'DWH$SULO
4XHVWLRQ
)RULQFLGHQWORFDWLRQSURYLGHDOOPDQXDOVVSHFLILFDWLRQVDQGPDQXIDFWXUHULQVWUXFWLRQVIRU
LQVWDOODWLRQPDLQWHQDQFHZHLJKWOLPLWVRSHUDWLRQDQGVSHFLILFDWLRQVRIHDFKFRPSRQHQWRIWKH
&DULERX3DOHUPROLQH
5HVSRQVHWR4XHVWLRQ
3* (XQGHUVWDQGVWKLVTXHVWLRQDVUHTXHVWLQJGRFXPHQWVSURYLGHGE\FRPSRQHQW
PDQXIDFWXUHUVLQFOXGLQJPDQXDOVDQGRWKHUGRFXPHQWVUHODWHGWRVSHFLILFDWLRQVDQG
PDQXIDFWXUHULQVWUXFWLRQVIRULQVWDOODWLRQPDLQWHQDQFHZHLJKWOLPLWVDQGRSHUDWLRQVRI
FRPSRQHQWVDVVRFLDWHGZLWKWUDQVPLVVLRQIDFLOLWLHVDW,QFLGHQW/RFDWLRQDVGHILQHGE\WKH
6('¶V'DWD5HTXHVW,93* (LVSURGXFLQJWKHGRFXPHQWVLGHQWLILHGWRGDWHWKDWDUHUHVSRQVLYH
WRWKLVUHTXHVW
3* (LVSURGXFLQJDVHULHVRIGUDZLQJVUHODWHGWRWKHRULJLQDOFRQVWUXFWLRQRI*UHDW:HVWHUQ
3RZHU/LQH1XPEHU7KUHHDSRUWLRQRIZKLFKLVQRZSDUWRIWKH&DULERX3DOHUPRN9
7UDQVPLVVLRQ/LQHWKDWHQFRPSDVVHV,QFLGHQW/RFDWLRQ7KHVHGRFXPHQWVVHWIRUWKDPRQJ
RWKHUWKLQJVWKHVSHFLILFDWLRQVIRUFHUWDLQFRPSRQHQWVRQWKHOLQH7KRVHGUDZLQJVDUHEHLQJ
SURGXFHGDW%DWHVUDQJH3*(&$03&38&±3*(&$03&38&
3*(&$03&38&±3*(&$03&38&
3*(&$03&38&±3*(&$03&38&
3*(&$03&38&DQG3*(&$03&38&
3* (LVDOVRSURGXFLQJDW%DWHVQXPEHU3*(&$03&38&DVHWRIGUDZLQJVIRU
WKHFRQQHFWRUVWKDWUHSODFHGWKHH[LVWLQJFRQQHFWRUVRQ7RZHULQ7KLVZRUNZDV
GHVFULEHGLQ3* (¶VUHVSRQVHWRWKH6('¶V'DWD5HTXHVW4XHVWLRQ
3* (LVDOVRSURGXFLQJDW%DWHVQXPEHU3*(&$03&38&DGRFXPHQWVKRZLQJ
WHVWORDGVIRUW\SH³6$´WRZHUVDQGW\SH³6%´WRZHUVZKLFKZHUHRULJLQDOO\LQVWDOOHGRQWKH
*UHDW:HVWHUQ3RZHU/LQH1XPEHU7KUHHDQGUHPDLQRQWKH&DULERX3DOHUPRN9
7UDQVPLVVLRQ/LQH7RZHULVDW\SH³6%´WRZHUZKLOH7RZHULVDW\SH³6$´
WRZHU
$W%DWHVQXPEHU3*(&$03&38&3* (LVSURGXFLQJDGRFXPHQWVKRZLQJ
KHLJKWVDQGFOHDUDQFHVIRUW\SH³6%´WRZHUV3* (LVDOVRSURGXFLQJDW%DWHVQXPEHU
3*(&$03&38&DGUDZLQJVKRZLQJWKHGHIOHFWLRQFXUYHIRUWKHFRQGXFWRURQ
*UHDW:HVWHUQ3RZHU/LQH1XPEHU7KUHH$W%DWHVQXPEHU3*(&$03&38&

([KLELW$
$WWDFKPHQW

3* (LVSURGXFLQJDVWUHVVGHIOHFWLRQFKDUWIRUWKHFDEOHRQDVHFWLRQRIWKH&DULERX*ROGHQ
*DWHOLQHDSUHGHFHVVRUQDPHIRUWKH&DULERX3DOHUPRN97UDQVPLVVLRQ/LQH
3* (LVDOVRSURGXFLQJWZR2KLR%UDVV&DWDORJVWKDWFRQWDLQVSHFLILFDWLRQVIRUFHUWDLQ
FRPSRQHQWVRQWKHOLQH7KHGRFXPHQWVDW%DWHVQXPEHUV3*(&$03&38&DQG
3*(&$03&38&DUH2KLR%UDVVFDWDORJVIURPDQGUHVSHFWLYHO\
3* (LVDOVRSURGXFLQJDW%DWHVQXPEHU3*(&$03&38&DQ2KLR%UDVV
GRFXPHQWWKDWDGGUHVVHVWKHKLVWRU\RIFHUWDLQVXVSHQVLRQLQVXODWRUVWKDWLWPDQXIDFWXUHG
LQFOXGLQJVXVSHQVLRQLQVXODWRUVRQWKH&DULERX3DOHUPRN97UDQVPLVVLRQ/LQH
3* (QRWHVWKDWVRPHRIWKHVHGRFXPHQWVZHUHLQFOXGHGLQDUHFHQWSURGXFWLRQWR&$/),5(
ZKLFK3* (LQWXUQSURYLGHGWRWKH&38&
5HVSRQVHSURYLGHGE\
0DQDJHU7UDQVPLVVLRQ3RUWIROLR0DQDJHPHQW
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$WWDFKPHQW

$WWDFKPHQW

3$&,),&*$6$1'(/(&75,&&203$1<
&DPS:LOGILUH
&38&'DWD5HTXHVW6('
5HTXHVWHUV%DQX$FLPLV
5HTXHVW'DWH'HFHPEHU
5HVSRQVH'DWH$SULO
4XHVWLRQ
+DYH3* (HPSOR\HHVRUDJHQWVQRWHGDQ\RWKHUGDPDJHWRDQ\RIWKHWRZHUVRUDWWDFKHG
HTXLSPHQWRUQRWHGSDUWVPLVVLQJIURPDQ\WRZHUVLQDGGLWLRQWRWKHWRZHUGDPDJHQRWHG
LQWKHDHULDOVXUYH\",IVRSURYLGH
D 7KHGDWHDQGFLUFXPVWDQFHVLQZKLFKVXFKGDPDJHZDVIRXQGRUSDUWPLVVLQJZDVQRWHG
E 7KHQDWXUHDQGORFDWLRQRIWKHGDPDJHDQGWKHFRPSRQHQWVGDPDJHGDQGWKHLGHQWLW\
DQGIXQFWLRQRIWKHSDUWRUSDUWVPLVVLQJ
F 3* (¶VDVVHVVPHQWRIKRZWKHGDPDJHRFFXUUHGDQGZKHWKHU3* (XQGHUVWDQGVWKDW
&DO)LUHKDGWDNHQFXVWRG\RIWKHPLVVLQJSDUWV
G 3* (¶VDVVHVVPHQWRIZKHWKHUWKHGDPDJHRFFXUUHGLQGHSHQGHQWO\RIWKHILUVWGDPDJHG
WRZHURUZKHWKHUWKHFRQGLWLRQRIHLWKHUWRZHUGDPDJHGWKHRWKHUWRZHURULQFUHDVHG
GDPDJHGWRWKHRWKHUWRZHU
5HVSRQVHWR4XHVWLRQ
3* (XQGHUVWDQGVWKLVTXHVWLRQDVUHTXHVWLQJLQIRUPDWLRQDERXWGDPDJHWR7RZHUVDQG
RQWKH&DULERX3DOHUPRN97UDQVPLVVLRQ/LQH
'DPDJH1RWHG'XULQJ(YLGHQFH&ROOHFWLRQZLWK&$/),5(
3* (KDVSURYLGHGDQ,QFLGHQW'HVFULSWLRQDQG)DFWXDO6XPPDU\ WKH³5HSRUW´ IRUWKH
,QFLGHQW/RFDWLRQVDVGHILQHGE\WKH6('¶V'DWD5HTXHVW,97KLV5HSRUWZDVHPDLOHGWRWKH
&38&FRQWHPSRUDQHRXVO\ZLWK3* (¶V'HFHPEHUILOLQJDV([KLELW$ WLWOHG³&DPS
)LUH,QFLGHQW'HVFULSWLRQ )DFWXDO6XPPDU\´ WR3* (¶VUHVSRQVHWRWKH1RUWKHUQ'LVWULFWRI
&DOLIRUQLD'LVWULFW&RXUW¶V1RYHPEHU1RWLFHUH&DOLIRUQLD:LOGILUHVLQWKHPDWWHU
FDSWLRQHG8QLWHG6WDWHVRI$PHULFDY3DFLILF*DVDQG(OHFWULF&RPSDQ\&DVH1R
FU:+$3* (SURYLGHGWKH5HSRUWZLWKLWVUHVSRQVHWRWKH6('¶V'DWD5HTXHVW
4XHVWLRQ
$VQRWHGLQWKH5HSRUWRQ1RYHPEHU3* (DVVLVWHG&$/),5(¶VFROOHFWLRQRIDVVHWV
IURP7RZHUVDQG$WWKHWLPHRIWKHFROOHFWLRQ3* (REVHUYHGDEURNHQ
&KRRNWKDWKDGDWWDFKHGWKHVXVSHQVLRQLQVXODWRUWRDWRZHUDUPDORQJZLWKZHDUDWWKH
FRQQHFWLRQSRLQW,QDGGLWLRQ3* (REVHUYHGDIODVKPDUNRQ7RZHUQHDUZKHUHWKH
MXPSHUZDVVXVSHQGHGDQGGDPDJHWRWKHWUDQVSRVLWLRQMXPSHUDQGVXVSHQVLRQLQVXODWRU$W
7RZHUWKHUHZDVDQLQVXODWRUKROGGRZQDQFKRU DQRQHQHUJL]HGSLHFHRIHTXLSPHQW
WKDWKDGEHFRPHGLVFRQQHFWHG7RGDWH3* (KDVQRWORFDWHGWKHUHPDLQGHURIWKHEURNHQ
&KRRNIURP7RZHU


([KLELW$
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,WLVSRVVLEOHWKDW&$/),5(FROOHFWHGHYLGHQFHLQFOXGLQJWKHUHPDLQGHURIWKHEURNHQ&KRRN
WKDW3* (KDVEHHQXQDEOHWRORFDWHHLWKHUEHIRUH1RYHPEHURUEHWZHHQ1RYHPEHU
DQGWKHUHOHDVHRI,QFLGHQW/RFDWLRQE\&$/),5(RQ1RYHPEHU3* (LV
QRWDZDUHRIZKDWHYLGHQFHLIDQ\&$/),5(PD\KDYHFROOHFWHGIURP,QFLGHQW/RFDWLRQ
SULRUWR1RYHPEHU7KHHYLGHQFHFROOHFWHGE\&$/),5(RIZKLFK3* (LVSUHVHQWO\
DZDUHLVVHWIRUWKLQWKHHYLGHQFHORJ3* (SURGXFHGLQLWVUHVSRQVHWRWKH6('¶V'DWD5HTXHVW
4XHVWLRQ
'DPDJH1RWHG$IWHU&$/),5(5HOHDVHG,QFLGHQW/RFDWLRQ
&$/),5(UHOHDVHG,QFLGHQW/RFDWLRQRQ1RYHPEHU$IWHUWKHUHOHDVHRI,QFLGHQW
/RFDWLRQ3* (REVHUYHGUHPDLQVRIEURNHQLQVXODWRUVLQWKHDUHDVXUURXQGLQJ7RZHUV
DQG3* (DVVLVWHGE\)LUH&DXVH$QDO\VLV ³)&$´ DWKLUGSDUW\YHQGRU
FROOHFWHGDQGORJJHGWKHVHLQVXODWRUIUDJPHQWV3* (SURGXFHG)&$¶VHYLGHQFHFDWDORJLQ
UHVSRQVHWRWKH6('¶V'DWD5HTXHVW4XHVWLRQVDQG)&$LVFRQWLQXLQJWRFDWDORJWKH
HYLGHQFHWKDWLWFROOHFWHGDQGDGGLWLRQDOHYLGHQFHPD\EHDGGHGWRWKHORJ
,VVXHV1RWHG'XULQJ(QKDQFHG,QVSHFWLRQV
2Q-DQXDU\DVSDUWRI3* (¶V:LOGILUH6DIHW\,QVSHFWLRQ3URJUDP ³:6,3´ 3* (
FRQGXFWHGFOLPELQJLQVSHFWLRQVRI7RZHUVDQG2Q7RZHUVL[ILQGLQJV
QRWDOORIZKLFKUHODWHWR³GDPDJH´WRWKHWRZHUZHUHLGHQWLILHG  ³1RKLJK>YROWDJH@VLJQV´
 ³'HDGHQGDUPLVEHQW´  ³7RSSHDNKDVQRWEHHQSDLQWHG´  ³$ORWRIUXVWDQG
FRUURVLRQRQWRSRIVWUXFWXUH´  ³&KRRNLVUXVW\DQGFRUURVLRQLVVHWRQ´DQG  ³)URJSODWHV
DUHFRUURGHGDQGUXVW\´
2Q7RZHUIRXUILQGLQJVQRWDOORIZKLFKUHODWHWR³GDPDJH´WRWKHWRZHUZHUH
LGHQWLILHG  ³'LUWVRLOKDVGHSRVLWHGRQERWKVLGHVRIVWUXFWXUHDQGDELJURFN´  ³+DVROG
KLJK>YROWDJH@VLJQDQGRQO\RQRQHVLGH´  ³)LYHFURVVPHPEHUVDUHEHQW>@WKUHHLQORZHU
SRVLWLRQV>@WZRLQWKHDLU´DQG  ³)URJSODWHVDUHREORQJDQGVKRZLQJVLJQVRIFRUURVLRQ´
7KHVHILQGLQJVZHUHUHFRUGHGRQLQVSHFWLRQIRUPVWKDWVHWRXWDQHOHFWURQLFFKHFNOLVWIRU
DVVHVVLQJFRQGLWLRQVLGHQWLILHGGXULQJWKH:6,3LQVSHFWLRQV
3* (LVSURGXFLQJWKHLQVSHFWLRQIRUPVIRUWKH-DQXDU\:6,3LQVSHFWLRQVRI7RZHUV
DQGDW%DWHVUDQJH3*(&$03&38&WR
3*(&$03&38&DQG3*(&$03&38&WR
3*(&$03&38& 
,QDGGLWLRQRQ-DQXDU\DOVRDVSDUWRIWKH:6,33* (FRQGXFWHGGURQHLQVSHFWLRQV
RI7RZHUVDQG2Q7RZHUWKHIROORZLQJILQGLQJVQRWDOORIZKLFK


7KHILQGLQJVLGHQWLILHGRQWKHVHIRUPVPD\EXWGRQRWDOZD\VUHVXOWLQWKHJHQHUDWLRQRID
SUHOLPLQDU\ ³6´ QRWLILFDWLRQ$SUHOLPLQDU\6QRWLILFDWLRQLVJHQHUDWHGZKHQWKHILHOG
LQVSHFWRURUGURQHUHYLHZHULGHQWLILHVDFRQGLWLRQWKDWWKH\EHOLHYHLVLQQHHGRIUHSDLU7KHVH
SUHOLPLQDU\QRWLILFDWLRQVDUHVXEMHFWWRUHYLHZE\D&HQWUDOL]HG,QVSHFWLRQ5HYLHZ7HDP
³&,57´ ZKLFKGHWHUPLQHVZKHWKHUWKHILQGLQJVZDUUDQWJHQHUDWLRQRID/LQH&RUUHFWLYH
³/&´ 1RWLILFDWLRQLQDFFRUGDQFHZLWK3* (¶V(OHFWULF7UDQVPLVVLRQ3UHYHQWLYH0DLQWHQDQFH
³(730´ 0DQXDO


([KLELW$
$WWDFKPHQW

UHODWHWR³GDPDJH´WRWKHWRZHUZHUHLGHQWLILHG  ³'DQJHUVLJQLVPLVVLQJ´  ³3DLQWLVQRW
FRPSOHWH´  ³%XULHGIRRWLQJ´  ³&RUURVLRQRQLQVXODWRUFDSV´  ³0RGHUDWHWRVHYHUH
FRUURVLRQRQKDUGZDUH´  ³+D>Q@JHULVKHDYLO\FRUURGHG´DQG  ³&RURQDSODWHVKDYH
PRGHUDWHUXVW´2Q7RZHUWKHIROORZLQJILQGLQJVQRWDOORIZKLFKUHODWHWR³GDPDJH´
WRWKHWRZHUZHUHLGHQWLILHG  ³'DQJHUVLJQLVPLVVLQJ´  ³%XULHGIRRWLQJ´  ³,QVXODWRUV
DUHGLUW\´DQG  ³&RURQDSODWHVKDYHPRGHUDWHUXVW´3* (LVSURGXFLQJWKH'URQH,QVSHFWLRQ
)RUPVIRUWKH-DQXDU\GURQHLQVSHFWLRQVRI7RZHUVDQGDW%DWHVUDQJH
3*(&$03&38&WR3*(&$03&38&
+RZWKH'DPDJH2FFXUUHGDQGWKH5HODWLRQVKLS%HWZHHQ'DPDJHWRWKH7RZHUV
$VWRDOORIWKHGDPDJHDQGFRQGLWLRQVQRWHGDERYH3* (KDVQRWUHDFKHGDFRQFOXVLRQDVWR
KRZWKHGDPDJHRUFRQGLWLRQVRFFXUUHG
$VWRDOORIWKHGDPDJHQRWHGDERYH3* (KDVQRWUHDFKHGDFRQFOXVLRQDVWR³ZKHWKHUWKH
GDPDJHRFFXUUHGLQGHSHQGHQWO\RIWKHILUVWGDPDJHGWRZHURUZKHWKHUWKHFRQGLWLRQRIHLWKHU
WRZHUGDPDJHGWKHRWKHUWRZHURULQFUHDVHGGDPDJHWRWKHRWKHUWRZHU´3* (LVQRWSUHVHQWO\
DZDUHRIDQ\IDFWVWKDWVXJJHVWGDPDJHRQHLWKHUWRZHUFDXVHGRULQFUHDVHGGDPDJHWRWKHRWKHU
WRZHU
$VVWDWHGLQ3* (¶V6SHFLILF2EMHFWLRQWRWKLV4XHVWLRQVHWIRUWKLQ3* (¶V6SHFLILF
2EMHFWLRQVWR'DWD5HTXHVW1XPEHU6('&DPS:LOGILUH3* (LVSUHSDULQJIRUOLWLJDWLRQ
LQFOXGLQJUHWDLQLQJH[SHUWVDQGFROOHFWLQJHYLGHQFH$WWKLVWLPHWKLVZRUNIRUSXUSRVHVRI
OLWLJDWLRQSUHSDUDWLRQLQFOXGLQJWKHZRUNSHUIRUPHGE\WKRVHH[SHUWVLVSURWHFWHGE\WKH
DWWRUQH\FOLHQWSULYLOHJHDQGSURWHFWLRQVRIWKHDWWRUQH\ZRUNSURGXFWGRFWULQH$VVXFK3* (
PXVWDVVHUWLWVULJKWWRZLWKKROGGRFXPHQWVVXEMHFWWRWKHDWWRUQH\FOLHQWSULYLOHJHRUWKHZRUN
SURGXFWGRFWULQHDQGRQWKDWEDVLVREMHFWVWRWKLVGDWDUHTXHVWWRWKHH[WHQWLWFDOOVIRUVXFK
LQIRUPDWLRQ
3* (ZLOOSURYLGHQRQSULYLOHJHGLQIRUPDWLRQWRWKHH[WHQWDQ\H[LVWVLQUHVSRQVHWRWKLV
UHTXHVWVKRXOGLWODWHUEHFRPHDYDLODEOH2WKHUSULYLOHJHGLQIRUPDWLRQSURWHFWHGE\WKHDWWRUQH\
FOLHQWSULYLOHJHRUDVDWWRUQH\ZRUNSURGXFWZLOOQRWEHSURGXFHGDVSDUWRIWKLVUHVSRQVH
5HVSRQVHSURYLGHGE\
0DQDJHU7UDQVPLVVLRQ3RUWIROLR0DQDJHPHQW &KDQJH&RQWURO
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3$&,),&*$6$1'(/(&75,&&203$1<
&DPS:LOGILUH
&38&'DWD5HTXHVW6('
5HTXHVWHUV%DQX$FLPLV
5HTXHVW'DWH-XQH
5HVSRQVH'DWH$XJXVW
4XHVWLRQ
:6,3UHYHDOHGDODUJHQXPEHURIWDJVRQWKH&3N9OLQH:KLFKRIWKHVHVKRXOGKDYHEHHQ
LGHQWLILHGGXULQJWKHSUHYLRXVUHJXODULQVSHFWLRQVDQGSDWUROV"+DV3* (FRQGXFWHGDVWXG\RQ
KRZWKHVHWDJVZHUHQRWGHWHFWHGGXULQJUHJXODULQVSHFWLRQVSDWUROV":KDWLVWKHGLIIHUHQFH
EHWZHHQUHJXODULQVSHFWLRQDQGHQKDQFHGLQVSHFWLRQ"
5HVSRQVHWR4XHVWLRQ
6LQFHWKH1RYHPEHU&DPS)LUH3* (KDVVLJQLILFDQWO\HQKDQFHGLWVLQVSHFWLRQHIIRUWV
LQ7LHUDQG7LHU+LJK)LUH7KUHDW'LVWULFW ³+)7'´ DUHDV3* (¶V:6,3LQVSHFWLRQVGLIIHU
IURPLWVSULRUURXWLQHLQVSHFWLRQVLQYDULRXVZD\V)RUH[DPSOH
x

8QGHU:6,3HYHU\WUDQVPLVVLRQDVVHWLQ7LHURU7LHU+)7'DUHDVLVVXEMHFWWRERWKD
FOLPELQJLQVSHFWLRQDQGDGURQHLQVSHFWLRQ,QFRQWUDVWXQGHU3* (¶VURXWLQH
LQVSHFWLRQSURJUDPRQO\WRZHUVRSHUDWLQJDWN9DUHFOLPEHGRQDURXWLQHEDVLVDQG
WRZHUVRSHUDWLQJDWOHVVWKDQN9DUHFOLPEHGRQO\DVWULJJHUHGE\VSHFLILFHYHQWV
VSHFLILHGLQ3* (¶V(OHFWULF7UDQVPLVVLRQ3UHYHQWLYH0DLQWHQDQFH ³(730´ 0DQXDO
,QDGGLWLRQXQGHU:6,3D'URQH,QVSHFWLRQ5HYLHZ7HDP ³',57´ UHYLHZVGURQH
SKRWRJUDSKVRIWUDQVPLVVLRQDVVHWVWRLGHQWLI\SRWHQWLDOFRQGLWLRQVUHTXLULQJUHSDLU
3* (¶VURXWLQHLQVSHFWLRQSURJUDPGLGQRWXVHGURQHWHFKQRORJ\

x

$&HQWUDOL]HG,QVSHFWLRQ5HYLHZ7HDP ³&,57´ FRPSULVLQJLQGLYLGXDOVZLWKUHOHYDQW
HQJLQHHULQJDQGILHOGH[SHUWLVHUHYLHZVLQVSHFWLRQILQGLQJVWRGHWHUPLQHWKHILQDOSULRULW\
RILGHQWLILHGFRQGLWLRQV3* (¶VURXWLQHLQVSHFWLRQSURJUDPGLGQRWXWLOL]H&,57WHDPV

x

:6,3LQVSHFWLRQVDUHEDVHGRQD)DLOXUH0RGHVDQG(IIHFWV$QDO\VLV ³)0($´ WKDW
3* (FRQGXFWHGVKRUWO\DIWHUWKH&DPS)LUHLQ1RYHPEHU7KH)0($LGHQWLILHV
SRWHQWLDOSRLQWVRIIDLOXUHRQWUDQVPLVVLRQDVVHWVWKDWFRXOGFDXVHDILUHLJQLWLRQ,Q
FRQWUDVWLQVSHFWLRQVFRQGXFWHGSXUVXDQWWR3* (¶VURXWLQHLQVSHFWLRQSURJUDPZHUHQRW
LQIRUPHGE\WKHILQGLQJVRID)0($

x

:6,3LQVSHFWLRQVGLIIHUIURPSULRUURXWLQHLQVSHFWLRQVLQWKDW:6,3LQVSHFWRUVXVH
PRELOHWHFKQRORJ\DQGHOHFWURQLFFKHFNOLVWV NQRZQDV³3URQWR)RUPV´ WRGRFXPHQW
LQVSHFWLRQILQGLQJVHOHFWURQLFDOO\,QFRQWUDVWZLWKSUHYLRXVURXWLQHLQVSHFWLRQVWKH
:6,3LQVSHFWLRQSURFHVVUHTXLUHVLQVSHFWRUVWRGRFXPHQWDQGUHFRUGILQGLQJVIRUHYHU\
FRPSRQHQWRQDQLQVSHFWHGVWUXFWXUHUHJDUGOHVVRIZKHWKHUWKHFRPSRQHQWVDUH
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GHWHUPLQHGWRUHTXLUHUHSDLUZKLFKSURYLGHVDGGLWLRQDOLQIRUPDWLRQRQDVVHWFRQGLWLRQ
DQGLQFUHDVHVWKHYHULILDELOLW\RILQVSHFWLRQV
$V3* (KDVSXEOLFO\GLVFORVHGWKRVHHIIRUWVKDYHLGHQWLILHGWKRXVDQGVRIFRQGLWLRQVUHTXLULQJ
UHSDLUVRQ3* (¶VV\VWHPWKDWKDGQRWEHHQSUHYLRXVO\LGHQWLILHG
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9LRODWLRQV$OOHJHGE\6('
DQG3* (¶V3RVLWLRQVDV3DUWRI6HWWOHPHQW

7KHEHORZWDEOHVOLVWDOOYLRODWLRQVDOOHJHGE\6('LQWKLVSURFHHGLQJ)RUSXUSRVHVRI
WKLVVHWWOHPHQWDJUHHPHQW3* (GRHVQRWFRQWHVWWKHYLRODWLRQVWKDWDUHLGHQWLILHGDV³1RW
FRQWHVWHG´LQWKH3* (3RVLWLRQFROXPQ7KHIDFWWKDW3* (LVQRWFRQWHVWLQJWKHVHYLRODWLRQV
LVQRWDFRQFHVVLRQWKDWWKHYLRODWLRQVRFFXUUHGLVLQDGPLVVLEOHLQHYLGHQFHLQFRXUWRULQDQ\
RWKHUOHJDOSURFHHGLQJDQGFDQQRWDQGVKRXOGQRWEHXVHGIRUDQ\SXUSRVHLQDQ\OLWLJDWLRQRU
DQ\RWKHUOHJDOSURFHHGLQJ
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9LRODWLRQVUHODWHGWR:LOGILUHV
1R )LUH1DPH
 $GREH
 $GREH
 $GREH
 $WODV
 $WODV

 $WODV
 $WODV
 $WODV
 &DVFDGH
 &KHURNHH
 /D3RUWH
 /RER
 /RER
 /RER

$OOHJHG9LRODWLRQ
*25XOH±+D]DUGRXVWUHHQRW
LGHQWLILHGDQGDEDWHG
*25XOH±5HFRUGVRI
&(0$LQVSHFWLRQQRWUHWDLQHG
*25XOH±:RUNRUGHUFRPSOHWHG
ODWH
*25XOH±)DLOXUHWRLGHQWLI\DQG
DEDWHKD]DUGRXV%ODFN2DNWUHHDW$WODV
VLWH
*25XOH±)DLOXUHWRLGHQWLI\DQG
SHUIRUPFRUUHFWLRQDOSUXQHRIKD]DUGRXV
9DOOH\2DNFRGRPLQDQWEUDQFKDW$WODV
VLWH
*25XOH±9HJHWDWLRQFOHDUDQFH
QRWPDLQWDLQHGDW$WODVVLWH
*25XOH±9HJHWDWLRQFOHDUDQFH
QRWPDLQWDLQHGDW$WODVVLWH
*25XOH±:RUNRUGHUFRPSOHWHG
ODWH
*25XOH±&RQGXFWRUFOHDUDQFHQRW
PDLQWDLQHG
1RYLRODWLRQVLGHQWLILHG
1RYLRODWLRQVLGHQWLILHG
*25XOH±+D]DUGRXVWUHHZLWK
RSHQFDYLW\QRWLGHQWLILHGDQGDEDWHG
*25XOH±)DLOXUHWRLGHQWLI\
XQVDIHFRQGLWLRQWKDWOHIWWKHVXEMHFWWUHH
H[SRVHGWRKLJKZLQGV
*25XOH²5HFRUGVRI
&(0$LQVSHFWLRQQRWPDLQWDLQHG



3* (3RVLWLRQ
'LVSXWHG
1RWFRQWHVWHG
1RWFRQWHVWHG
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1RWFRQWHVWHG

 /RER
 0F&RXUWQH\
 0F&RXUWQH\
 1RUUERP
 1RUUERP
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 2DNPRQW3\WKLDQ
 2DNPRQW3\WKLDQ
 2DNPRQW3\WKLDQ
 3DUWULFN
 3DUWULFN
 3RFNHW
 3RFNHW
 3RLQW
 3RWWHU5HGZRRG
 3RWWHU5HGZRRG
 3RWWHU5HGZRRG
 6XOSKXU
 6XOSKXU
 7XEEV
 <RXQJV
0DDFDPD
 <RXQJV
0DDFDPD
 

*25XOH±9HJHWDWLRQFOHDUDQFH
QRWPDLQWDLQHG
*25XOH±)DLOXUHWRLGHQWLI\DQG
UHPRYHDKD]DUGWUHH
*25XOH±9HJHWDWLRQFOHDUDQFH
QRWPDLQWDLQHG
*25XOH±+D]DUGRXVWUHHQRW
LGHQWLILHGDQGDEDWHG
*25XOH±9HJHWDWLRQFOHDUDQFH
QRWPDLQWDLQHG
*25XOH,PSURSHUSULRULWL]DWLRQ
DQGGHOD\LQDEDWLQJYHJHWDWLRQVWUDLQRQ
VHFRQGDU\FRQGXFWRU
*25XOH±,QFRPSOHWHSDWURO
SULRUWRUHHQHUJL]LQJFLUFXLW
*25XOH±)DLOHGWRFRPSOHWH
ZRUNRUGHUDQGUHLQIRUFHDSROH
*25XOH±&RPSOHWHGDZRUN
RUGHUODWH
*25XOH±+D]DUGRXVWUHHQRW
LGHQWLILHGDQGDEDWHG
*25XOH±9HJHWDWLRQFOHDUDQFH
QRWPDLQWDLQHG
*25XOH±+D]DUGRXVWUHHQRW
LGHQWLILHGDQGDEDWHG
*25XOH±9HJHWDWLRQFOHDUDQFH
QRWPDLQWDLQHG
*25XOH±(YLGHQFHGLVSRVDO
5HVROXWLRQ(±6HFRQGILUHORFDWHGDW
0DLQ6W3RWWHU9DOOH\QRWUHSRUWHG
*25XOH±5HSDLUUHFRUGVQRW
PDLQWDLQHG
*25XOH±5HFRUGVRI
&(0$LQVSHFWLRQQRWPDLQWDLQHG
*25XOH±(YLGHQFHGLVSRVDO
*25XOH±5HFRUGVRI
&(0$LQVSHFWLRQQRWPDLQWDLQHG
1RYLRODWLRQVLGHQWLILHG
*25XOH±+D]DUGRXVWUHHQRW
LGHQWLILHGDQGDEDWHG
*25XOH±9HJHWDWLRQFOHDUDQFH
QRWPDLQWDLQHG
1$QRWDUHSRUWDEOHLQFLGHQW
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'LVSXWHG
'LVSXWHG
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'LVSXWHG
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$OOHJHG9LRODWLRQ
*25XOH3* (IDLOHGWRUHSODFH
RUUHLQIRUFHWKH&KRRNRQ7RZHU
,QFLGHQW7RZHU EHIRUHLWVVDIHW\IDFWRU
ZDVUHGXFHGWROHVVWKDQWZRWKLUGVRIWKH
VDIHW\IDFWRUVSHFLILHGLQ5XOH7DEOH
ZKLFKLVDYLRODWLRQRI5XOH
*25XOH3* (IDLOHGWR
PDLQWDLQWKH&KRRNVXSSRUWLQJWKH
WUDQVSRVLWLRQMXPSHURQWKH,QFLGHQW
7RZHUIRULWVLQWHQGHGXVHDQG
UHJDUGEHLQJJLYHQWRWKHFRQGLWLRQVXQGHU
ZKLFKLWZDVWREHRSHUDWHG
*25XOH3* (IDLOHGWRLQVSHFW
,QFLGHQW7RZHUWKRURXJKO\DQGIDLOHGWR
GHWHFWDQLPPHGLDWH6DIHW\+D]DUGRU
3ULRULW\$FRQGLWLRQRQWKHLQFLGHQW&
KRRN
*2,93* (IDLOHGWRIROORZLWV
SURFHGXUHVE\IDLOLQJWRGRFXPHQWWKH
IDFWRUVDQGUHDVRQVWKDWOHGWRWKHGHOD\LQ
WKHUHSDLUZRUNRQWKH,QFLGHQW7RZHU
*2,93* (IDLOHGWRFRQGXFW
GHWDLOHGFOLPELQJLQVSHFWLRQVZKHQ
FRQGLWLRQVWRWULJJHUFOLPELQJLQVSHFWLRQV
ZHUHHYLGHQWDVVSHFLILHGLQ3* (¶V
SURFHGXUHV

:HDURQWKHRULJLQDOZRUNLQJH\HVWKDW
UHPDLQHGRQWKH,QFLGHQW7RZHULVDQ
LQGLFDWLRQRIDNQRZQFRQGLWLRQZLWK
SRWHQWLDOWRUHFXURQWKHDGGHGKDQJHU
SODWHVZLWKZRUNLQJH\HVZKLFKVKRXOG
KDYHWULJJHUHGGHWDLOHGFOLPELQJ
LQVSHFWLRQWRH[DPLQHWKHDGGHGKDQJHU
SODWHV
*25XOH7KHFRQGLWLRQRIWKH&
KRRN PDWHULDOORVV! VXSSRUWLQJWKH
WUDQVSRVLWLRQMXPSHURQ7RZHU
GHPRQVWUDWHVWKDW3* (GLGQRWPDLQWDLQ
WKHWRZHUIRULWVLQWHQGHGXVH
*25XOH3* (IDLOHGWRLQVSHFW
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SURFHGXUHV
*25XOH3* (DVVLJQHGDQ
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*2,93* (IDLOHGWRIROORZLWV
SURFHGXUHVE\XVLQJDQRXWGDWHGLQVSHFWLRQ
IRUPGXULQJWKHGHWDLOHGFOLPELQJ
LQVSHFWLRQVWKDW3* (FRQGXFWHGIURP
6HSWHPEHUWR1RYHPEHU
5HV(3* (IDLOHGWRUHSRUWWKH
UHSRUWDEOHLQFLGHQWRQWKH%LJ%HQG
N9'LVWULEXWLRQ&LUFXLWLQDWLPHO\
PDQQHU
&$3XEOLF8WLOLWLHV&RGH3* (
IDLOHGWRPDLQWDLQDQHIIHFWLYHLQVSHFWLRQ
DQGPDLQWHQDQFHSURJUDPWRLGHQWLI\DQG
FRUUHFWKD]DUGRXVFRQGLWLRQVRQLWV
WUDQVPLVVLRQOLQHVLQRUGHUWRIXUQLVKDQG
PDLQWDLQVHUYLFHDQGIDFLOLWLHVDVDUH
QHFHVVDU\WRSURPRWHWKHVDIHW\DQGKHDOWK
RILWVSDWURQVDQGWKHSXEOLF
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'HVFULSWLRQRI3* (6KDUHKROGHU)XQGHG6\VWHP(QKDQFHPHQW,QLWLDWLYHV
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)XQGLQJDQG'XUDWLRQRI3* (6KDUHKROGHU)XQGHG6\VWHP(QKDQFHPHQW,QLWLDWLYHV
PLOOLRQLQVKDUHKROGHUSURYLGHGVHWWOHPHQWIXQGVVKDOOEHVSHQWRQWKH6\VWHP(QKDQFHPHQW
,QLWLDWLYHVLGHQWLILHGLQ3DUW%EHORZZKLFKZLOOEHXQGHUWDNHQWRHQKDQFHDPRQJRWKHUWKLQJV
3* (¶V9HJHWDWLRQ0DQDJHPHQWDQG(OHFWULF2SHUDWLRQVFRPSOLDQFHDQGFDSDELOLWLHVDQGWKH
VDIHW\DQGUHOLDELOLW\RI3* (¶VHOHFWULFDOV\VWHP
7KH6HWWOLQJ3DUWLHVDJUHHRQWKHIROORZLQJHVWLPDWHVRIGXUDWLRQDQGIXQGLQJ
UHTXLUHPHQWVIRUHDFKRIWKH6\VWHP(QKDQFHPHQW,QLWLDWLYHVLGHQWLILHGLQ6HFWLRQ%7KHDFWXDO
GXUDWLRQDQGIXQGLQJOHYHOIRUHDFKRIWKH6\VWHP(QKDQFHPHQW,QLWLDWLYHVPD\EHPRGLILHG
XSRQDJUHHPHQWE\3* (DQG6('DVORQJDVVKDUHKROGHUSURYLGHGVHWWOHPHQWIXQGVIRUWKH
6\VWHP(QKDQFHPHQW,QLWLDWLYHVWRWDOPLOOLRQ
6('XQGHUVWDQGVWKDWWKHHVWLPDWHVSURYLGHGE\3* (IRUHDFKRIWKHLQLWLDWLYHVDUH
KLJKOHYHOHVWLPDWHVRQO\VXEMHFWWRUHYLVLRQDQGGRQRWFRQVWLWXWHDSURPLVHE\3* (WR
FRPSOHWHDQ\6\VWHP(QKDQFHPHQW,QLWLDWLYHZLWKLQWKHHVWLPDWHSURYLGHG,I3* (EHFRPHV
DZDUHWKDWLWZLOOQRWIXOO\H[SHQGWKHVKDUHKROGHUVHWWOHPHQWIXQGVHVWLPDWHGIRUD6\VWHP
(QKDQFHPHQW,QLWLDWLYHLWVKDOOLQIRUP6('DVSDUWRILWVVHPLDQQXDOUHSRUWDVGHVFULEHGLQ
6HFWLRQ,,,%RIWKH6HWWOHPHQW$JUHHPHQWDQG3* (DQG6('VKDOOPDNHDJRRGIDLWKHIIRUWWR
UHDFKDJUHHPHQWRQWKHPHWKRGRIH[SHQGLQJDQ\UHPDLQLQJIXQGV
'XUDWLRQDQG)XQGLQJ(VWLPDWHVIRU3* (6KDUHKROGHU)XQGHG6\VWHP(QKDQFHPHQW
,QLWLDWLYHV
6KDUHKROGHU)XQGHG6\VWHP(QKDQFHPHQW
,QLWLDWLYHV

(VWLPDWHG'XUDWLRQ
<HDUV 
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'HYHORSPHQWRI5HFRPPHQGDWLRQVIRU
*HQHUDO2UGHU5HYLVLRQV
$FFHOHUDWLQJ&RPPHUFLDOL]DWLRQRI1RQ
'LHVHO7HPSRUDU\*HQHUDWLRQ
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,QLWLDWLYHVEHFDXVHWKH\H[SHFWWKDWWKHFRVWVRIWUDFNLQJWKHH[SHQGLWXUHRIVXFKIXQGVZRXOG
RXWZHLJKWKHEHQHILWV
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6HPL$QQXDO:LOGILUH0LWLJDWLRQ0HHWLQJV
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,QGHSHQGHQW:LOGILUH6DIHW\$XGLWV
9HULILFDWLRQRI6DIHW\5HODWHG)LOLQJV
4XDUWHUO\5HSRUWLQJRQ(OHFWULF0DLQWHQDQFH
:RUN
/RFDO*RYHUQPHQW9HJHWDWLRQ0DQDJHPHQW
'DWD6KDULQJ
/RFDO*RYHUQPHQW6\VWHP+DUGHQLQJ'DWD
6KDULQJ
'RFXPHQWDWLRQRI³1HDU+LW´3RWHQWLDO)LUH
,QFLGHQWV
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:LWKLQRQH\HDURIWKH(IIHFWLYH'DWH3* (ZLOOLPSOHPHQWWKHSLORWSURJUDP

)XQGVVKDOOEHGLVEXUVHGRUFRPPLWWHGIRUIXWXUHGLVEXUVHPHQWE\RQH\HDUIURPWKH(IIHFWLYH
'DWH

)XQGVVKDOOEHGLVEXUVHGZLWKLQILYH\HDUVRIWKH(IIHFWLYH'DWH

)XQGVVKDOOEHGLVEXUVHGRUFRPPLWWHGIRUIXWXUHGLVEXUVHPHQWZLWKLQRQH\HDURIWKH
(IIHFWLYH'DWH

3* (ZLOOUHYLHZZLWK26$DQG6('DQQXDOO\WRDVVHVVWKHXWLOLW\RIWKHGDWDEHLQJSURYLGHG
DQGFRQILUPWKDWWKHSDUWLHVZLVKWRFRQWLQXHUHFHLYLQJWKHGDWD3* (ZLOOFRQWLQXHWKLV
VKDULQJIRUXSWRWKUHH\HDUVIROORZLQJWKH(IIHFWLYH'DWHDVORQJDVDQQXDOUHYLHZVGHWHUPLQHDQ
RQJRLQJLQWHUHVWRUXQOHVVWKH:LOGILUH0LWLJDWLRQ3ODQ3URFHHGLQJ 5XOHPDNLQJ 
GHWHUPLQHVDVFRSHIRUXWLOLW\UHSRUWLQJRI³QHDUKLW´GDWDWKDWLQVXEVWDQFHVXSHUVHGHVWKLV
6\VWHP(QKDQFHPHQW,QLWLDWLYH




%
6\VWHP(QKDQFHPHQW,QLWLDWLYHV3* (VKDOOXQGHUWDNHWKHIROORZLQJ6\VWHP
(QKDQFHPHQW,QLWLDWLYHV
9HJHWDWLRQ0DQDJHPHQW)RFXVHG,QLWLDWLYHV

7UHH&UHZ7UDLQLQJDQG&HUWLILFDWH3URJUDP3* (LQSDUWQHUVKLSZLWK
,QWHUQDWLRQDO%URWKHUKRRGRI(OHFWULFDO:RUNHUV ³,%(:´ DQGHGXFDWLRQDOLQVWLWXWLRQVLQ
1RUWKHUQ&DOLIRUQLDZLOOHVWDEOLVKDPXOWLZHHNWUDLQLQJSURJUDPGHVLJQHGWRSURYLGHWKHVNLOOV
DQGNQRZOHGJHQHFHVVDU\WRSHUIRUPWUHHFUHZZRUNVDIHO\DQGFRPSHWHQWO\7KH7UHH&UHZ
7UDLQLQJ3URJUDPZLOOSURYLGHERWKFODVVURRPDQGLQWKHILHOGLQVWUXFWLRQZKLFKZLOOIRFXVRQ
VDIHW\FOLPELQJDQGOLQHFOHDUDQFHTXDOLILFDWLRQV7KRVHZKRVXFFHVVIXOO\FRPSOHWHWKH
SURJUDPZLOOUHFHLYHDFHUWLILFDWH&HUWLILFDWHKROGHUVZLOOPHHWWKHPLQLPXPUHTXLUHPHQWVWREH
KLUHGDVHQWU\OHYHOWUHHZRUNHUVE\3* (DQGLWVFRQWUDFWRUVDQGUHFHLYHVXSSRUWLQREWDLQLQJ
FHUWLILFDWLRQDV,QWHUQDWLRQDO6RFLHW\RI$UERULFXOWXUH ³,6$´ &HUWLILHG7UHH:RUNHU&OLPEHU
6SHFLDOLVWV3* (HVWLPDWHVWKDWFRPSOHWLRQRIWKHFRXUVHZRUNUHTXLUHGWRREWDLQ,6$&HUWLILHG
7UHH:RUNHU&OLPEHU6SHFLDOLVWFHUWLILFDWLRQZRXOGWDNHXSWRWKUHH\HDUV3* (ZLOODGRSWD
FRQWLQXRXVLPSURYHPHQWHOHPHQWWRWKH7UDLQLQJ3URJUDPDQGWKHUHIRUHPD\DOVRDGMXVW
WUDLQLQJHOHPHQWVEDVHGRQXVHUIHHGEDFNDQGSHUIRUPDQFHDIWHULQLWLDOLPSOHPHQWDWLRQ7KH
6HWWOLQJ3DUWLHVHVWLPDWHWKDWWKH7UHH&UHZ7UDLQLQJ3URJUDPZLOOEHVKDUHKROGHUIXQGHGIRUD
WKUHH\HDUSHULRGIURPWKH(IIHFWLYH'DWHDQGQRWH[FHHGPLOOLRQRIVKDUHKROGHUIXQGLQJ

3UH,QVSHFWRU7UDLQLQJDQG&HUWLILFDWH3URJUDP3* (LQSDUWQHUVKLSZLWK
HGXFDWLRQDOLQVWLWXWLRQVLQ1RUWKHUQ&DOLIRUQLDZLOOHVWDEOLVKDPXOWLZHHNWUDLQLQJSURJUDP
GHVLJQHGWRSURYLGHWKHVNLOOVDQGNQRZOHGJHQHFHVVDU\WRSHUIRUPSUHLQVSHFWRUZRUNVDIHO\DQG
FRPSHWHQWO\3UH,QVSHFWRUVDUHWKHYHJHWDWLRQPDQDJHPHQWSHUVRQQHOWKDWDUHUHVSRQVLEOHIRU
LGHQWLI\LQJKD]DUGRXVDQGGLVHDVHGWUHHVIRUWULPPLQJ7KH3UH,QVSHFWRU7UDLQLQJ3URJUDPZLOO
SURYLGHERWKFODVVURRPDQGLQWKHILHOGLQVWUXFWLRQ7KRVHZKRVXFFHVVIXOO\FRPSOHWHWKH
SURJUDPZLOOUHFHLYHDFHUWLILFDWHDQGVXSSRUWLQREWDLQLQJ,6$FHUWLILFDWLRQ3* (ZLOODGRSWD
FRQWLQXRXVLPSURYHPHQWHOHPHQWWRWKH7UDLQLQJ3URJUDPDQGWKHUHIRUHDOVRPD\DGMXVWWUDLQLQJ
HOHPHQWVEDVHGRQXVHUIHHGEDFNDQGSHUIRUPDQFHDIWHULQLWLDOLPSOHPHQWDWLRQ7KH6HWWOLQJ
3DUWLHVHVWLPDWHWKDWWKH3UH,QVSHFWRU7UDLQLQJ3URJUDPVKDOOEHVKDUHKROGHUIXQGHGIRUDWKUHH
\HDUSHULRGIURPWKH(IIHFWLYH'DWHDQGQRWH[FHHGPLOOLRQRIVKDUHKROGHUIXQGLQJ

9HJHWDWLRQ0DQDJHPHQW2YHUVLJKW3LORW3* (ZLOOLPSOHPHQWD9HJHWDWLRQ
0DQDJHPHQW2YHUVLJKW ³902´ SLORWSURJUDPGHVLJQHGWRSURYLGHHQKDQFHGRYHUVLJKWRISUH
LQVSHFWLRQDQGWUHHZRUNSHUIRUPHGRQEHKDOIRI3* (7KH902SLORWSURJUDPZLOOFRQVLVWRI
WZRPDLQLQLWLDWLYHV)LUVW3* (ZLOODGGDGGLWLRQDOLQILHOGZRUNHUVGLUHFWO\UHVSRQVLEOHIRU
UHDOWLPHREVHUYDWLRQRIDQGGLUHFWIHHGEDFNWRSUHLQVSHFWRUVDQGWUHHZRUNHUVUHJDUGLQJVDIHW\
SURGXFWLYLW\DQGTXDOLW\7KHVHILHOGREVHUYHUVZLOODOVRDVVHVVZRUNHUV¶DGKHUHQFHWR3* (
SURFHGXUHV&RQVLVWHQWZLWK3* (SURFHGXUHVILHOGREVHUYHUVZLOOEHVXEMHFWWR3* (¶V
XQLYHUVDO³6WRSWKH-RE´SROLF\8QGHUWKH³6WRSWKH-RE´SROLF\ILHOGREVHUYHUVZKRLGHQWLI\D
VDIHW\ULVNRUFRPSOLDQFHLVVXHZLOOLQWHUYHQHLQRUGHUWRDGGUHVVDQGFRUUHFWWKHLGHQWLILHGVDIHW\
ULVNRUFRPSOLDQFHLVVXH6HFRQG3* (ZLOOEROVWHULWV4XDOLW\&RQWUROWHDPZKLFKKHOSVWR
HQVXUHWKDWSUHLQVSHFWRUVDQGWUHHFUHZVPHHW3* (¶VYHJHWDWLRQPDQDJHPHQWJRDOV3* (
H[SHFWVWKHVHHIIRUWVWRLQFOXGHWUHQGDQDO\VLVDGGLWLRQDOLQWHUQDOUHSRUWLQJDQGD³ZRUN
YHULILFDWLRQWHDP´WKDWSURYLGHVYHULILFDWLRQRQDOO(QKDQFHG9HJHWDWLRQ0DQDJHPHQWZRUN7KH



6HWWOLQJ3DUWLHVHVWLPDWHWKDWWKH902SLORWSURJUDPVKDOOEHVKDUHKROGHUIXQGHGIRUDRQH\HDU
SHULRGIURPWKH(IIHFWLYH'DWHDQGVKDOOQRWH[FHHGPLOOLRQRIVKDUHKROGHUIXQGLQJ
(OHFWULF2SHUDWLRQV)RFXVHG,QLWLDWLYHV

'HYHORSPHQWRI5HFRPPHQGDWLRQVIRU*HQHUDO2UGHU5HYLVLRQV'XULQJD
RQH\HDUSHULRGIROORZLQJWKH(IIHFWLYH'DWH3* (ZLOOFROODERUDWHZLWK6('DQGRWKHU
LQWHUHVWHG6HWWOLQJ3DUWLHVWRGHYHORSUHFRPPHQGDWLRQVIRUUHYLVLRQVWR*2ZKLFKFRXOG
LQFOXGHUHYLVLRQVWRLWVSURYLVLRQVUHJDUGLQJERWKWUDQVPLVVLRQIDFLOLWLHVDQGGLVWULEXWLRQ
IDFLOLWLHV5HFRPPHQGDWLRQVPD\LQFOXGHWKHLQFRUSRUDWLRQRIFRPSRQHQWVRI3* (¶VHQKDQFHG
HOHFWULFWUDQVPLVVLRQLQVSHFWLRQSURJUDPVFKHGXOHGWRODXQFKLQ

$FFHOHUDWLQJ&RPPHUFLDOL]DWLRQRI1RQ'LHVHO7HPSRUDU\*HQHUDWLRQ3* (
ZLOOLVVXHD5HTXHVWIRU,QIRUPDWLRQ ³5),´ LQWHQGHGWRLGHQWLI\QRQGLHVHOJHQHUDWRUVFDSDEOH
RIPHHWLQJDUDQJHRIXVHFDVHVLQFOXGLQJ EXWQRWOLPLWHGWR SODQQHGRXWDJHVXQSODQQHG
RXWDJHVDQGWHPSRUDU\PLFURJULGVIRU3XEOLF6DIHW\3RZHU6KXWRII ³3636´ HYHQWVLQFOXGLQJ
5HVLOLHQFH=RQHV,IWKH5),LGHQWLILHVDVROXWLRQWKDWLVUHDG\IRUGHSOR\PHQW3* (ZLOO
FRPPLWFRPPHUFLDOL]DWLRQIXQGVRIXSWRPLOOLRQWRDFTXLUHWKHSURGXFW V IRUXVH,ID
UHDG\IRUGHSOR\PHQWVROXWLRQLVQRWLGHQWLILHG3* (ZLOODXJPHQWWKH5),ZLWKIXQGLQJXSWR
PLOOLRQLQRUGHUWRLQFHQWLYL]HPDUNHWFRPSHWLWLRQIRUWKHGHYHORSPHQWRIZRUNDEOHFRVW
HIIHFWLYHVROXWLRQV7KH6HWWOLQJ3DUWLHVHVWLPDWHWKDWWKLVLQLWLDWLYHZLOOEHVKDUHKROGHUIXQGHG
IRUDWKUHH\HDUSHULRGIURPWKH(IIHFWLYH'DWHDQGQRWH[FHHGPLOOLRQRIVKDUHKROGHU
IXQGLQJ
6\VWHP:LGH$QDO\VHV

/L'$5$VVHW$QDO\VLV:LWKLQRQH\HDURIWKH(IIHFWLYH'DWH3* (ZLOO
LPSOHPHQWDSLORWSURJUDPIRUWKHSXUSRVHRI  GHVLJQLQJDQGWHVWLQJD/LJKW'HWHFWLRQDQG
5DQJLQJ ³/L'$5´ GDWDEDVHGPHWKRGRORJ\FDSDEOHRIHVWLPDWLQJWKHSUREDELOLW\RIFRQWDFW
EHWZHHQRYHUKHDGGLVWULEXWLRQFRQGXFWRUVWKDWDUHH[SRVHGWRKLJKZLQGLQ7LHU+)7'DUHDV
DQG  FUHDWLQJPRGHOLQJDQGDQDO\WLFDOWRROVGHVLJQHGWRVXSSOHPHQWWKHHYDOXDWLRQRIRYHUKHDG
GLVWULEXWLRQFRQGXFWRUVGXULQJLQVSHFWLRQV7KHSLORWSURJUDPZLOOLQFOXGHWKHIROORZLQJSKDVHV
D FDWHJRUL]DWLRQRIWKHGDWDFROOHFWHGIRUWKHSXUSRVHRIFRQYHUWLQJWKHGDWDLQWRLQSXWVIRUWKH
FRPSXWHUV\VWHP E EXLOGLQJWKHPRGHOXVLQJWKHFROOHFWHGFDWHJRUL]HGGDWD F WUDLQLQJDQG
WHVWLQJWKHPRGHOXVLQJWKHFROOHFWHGFDWHJRUL]HGGDWDDQG G XWLOL]DWLRQRIWKHPRGHOLQRUGHU
WRDQVZHUTXHVWLRQVDERXWWKHGDWD7KHGDWDFROOHFWHGIRUXVHLQWKHSLORWSURJUDPZLOOEHHLWKHU
GDWDWKDWLVLQ3* (¶VSRVVHVVLRQRUGDWDWKDW3* (LVLQWKHSURFHVVRIFROOHFWLQJIRURWKHU
SXUSRVHV3* (ZLOODGRSWDFRQWLQXRXVLPSURYHPHQWHOHPHQWWRWKHSLORWSURJUDPDQGZLOO


$VXVHGLQWKH6HWWOHPHQW$JUHHPHQW³5HVLOLHQFH=RQHV´UHIHUVWRGHVLJQDWHGDUHDVIRUZKLFK
3* (SURYLGHVHOHFWULFLW\WRFHQWUDOFRPPXQLW\UHVRXUFHVGXULQJD3636

$VXVHGLQ([KLELW&7LHUDQG7LHU+LJK)LUH7KUHDW'LVWULFW ³+)7'´ DUHDVPHDQWKRVH
DUHDVWKDWWKH&RPPLVVLRQKDVGHVLJQDWHGDV7LHU±(OHYDWHGRU7LHU±([WUHPH)LUH7KUHDW
$UHDV7KHDUHDVGHVLJQDWHGDVVXFKPD\EHIRXQGDWFSXFFDJRY)LUH7KUHDW0DSV




FRQVLGHUZKHWKHUWRLQFOXGHORDGGDWDWHPSHUDWXUHGDWDRURWKHUGDWDLQSXWVLQWKHSLORWSURJUDP
3* (ZLOOFRPPLWRIVKDUHKROGHUIXQGVWRWKLVLQLWLDWLYH

,QGHSHQGHQW5RRW&DXVH$QDO\VLV3* (VKDUHKROGHUVVKDOOSD\IRUDQ
LQGHSHQGHQWURRWFDXVHDQDO\VLVFRPSDQ\WRFRQGXFWD5RRW&DXVH$QDO\VLV 5&$ IRUHDFKRI
WKHZLOGILUHVLQFOXGHGLQWKLV2,,WKDWZHUHUHSRUWDEOHLQFLGHQWVWRWKH&38&DQGIRUZKLFK&$/
),5(GHWHUPLQHGWKDWWKHLJQLWLRQLQYROYHG3* (IDFLOLWLHV7KH5&$IRUWKHDSSOLFDEOH
ZLOGILUHVZLOOEHVWDUWHGZLWKLQWKUHHPRQWKVRIEDQNUXSWF\FRXUWDSSURYDORIWKLV2,,6HWWOHPHQW
DQGFRPSOHWHGQRODWHUWKDQRQH\HDUDIWHUWKHGDWHRQZKLFKWKH5&$FRPPHQFHV'XHWRWKH
LQDFFHVVLELOLW\RIHYLGHQFHUHODWHGWRWKH&DPS)LUHDQGWRHQVXUHWKDWDWKRURXJK5&$LV
FRQGXFWHGWKH5&$IRUWKH&DPS)LUHZLOOEHVWDUWHGXSRQFRQFOXVLRQRIWKH%XWWH&RXQW\
'LVWULFW$WWRUQH\¶VLQYHVWLJDWLRQUHODWHGWRWKH&DPS)LUHDQGDIWHU&$/),5(SURYLGHVDFFHVVWR
WKHHYLGHQFH7KH6HWWOLQJ3DUWLHVHVWLPDWHWKDWWKHFRVWRIWKLVVWXG\ZLOOQRWH[FHHGPLOOLRQ
RIVKDUHKROGHUIXQGLQJ
3* (ZLOOVHOHFWWKUHHFRQVXOWDQWVTXDOLILHGWRSHUIRUPDQ5&$IURPZKLFK6('DQG
26$ZLOOVHOHFWRQHFRQVXOWDQWWRSHUIRUPWKH5&$3* (VKDOOHQWHULQWRDFRQWUDFWZLWKWKH
5&$FRQVXOWDQWVHOHFWHGE\6('DQG26$7KH5&$FRQVXOWDQWVKDOOFRQIHUZLWKDQGZRUN
XQGHUWKHGLUHFWLRQRI6('DQG26$6('DQG26$VKDOOUHYLHZDQGDSSURYHWKHWHUPVDQG
VFRSHRIZRUNSULRUWR3* (HQWHULQJLQWRWKHFRQWUDFWZLWKWKH5&$FRQVXOWDQW
7KHSXUSRVHRIWKH5&$ZLOOEHWRDQDO\]HWKHIDFWRUVWKDWFRQWULEXWHGWRWKHLJQLWLRQRI
WKHILUHVDQGPDNHUHFRPPHQGDWLRQVDVDSSURSULDWHVRWKDWWKHOHDUQLQJVFDQEHLPSOHPHQWHGRQ
DJRIRUZDUGEDVLVWRPLWLJDWHWKHULVNRIVLPLODUO\FDXVHGILUHVLQWKHIXWXUH$QDO\]LQJDOORI
WKHVHILUHVZLOOPD[LPL]HOHVVRQVOHDUQHGQRWRQO\IRU3* (EXWDOVRIRUWKH&RPPLVVLRQ7KH
LQIRUPDWLRQUHYHDOHGPD\VKRZWKDWDUHDVRI*2VKRXOGEHPRGLILHG7KH5&$VKDOO
FRQVLGHUDOOSRWHQWLDOURRWFDXVHVDQGVKDOOQRWEHUHVWULFWHGWRYLRODWLRQVRI*27KH5&$
PD\LGHQWLI\V\VWHPLFSURJUDPPDWLFPDQDJHPHQWDQGVWUXFWXUDOPDWWHUVWKDWPD\QHHGWREH
DGGUHVVHGWRUHGXFHVXFKLQFLGHQWVLQWKHIXWXUH
7KH5&$ILQDOUHSRUW V VKDOOEHSURYLGHGWRWKH'LUHFWRURI6('DQGVHUYHGRQWKH
VHUYLFHOLVWIRU,$VHSDUDWH5&$ILQDOUHSRUWZLOOEHLVVXHGIRUWKH&DPS)LUHLI
QHHGHGWRDYRLGGHOD\LQWKH5&$ILQDOUHSRUWIRUWKHZLOGILUHV3* (ZLOOVXEPLWD
UHVSRQVHWRWKH'LUHFWRURI6('DQGWKHVHUYLFHOLVWIRU,ZLWKLQGD\VDIWHUHDFK
5&$ILQDOUHSRUWLVVXEPLWWHGWRDGGUHVVZKHWKHUDQGKRZLWZLOOZRUNWRLQFRUSRUDWHOHVVRQV
OHDUQHGEDVHGRQWKH5&$UHSRUWDQGLWVUHFRPPHQGDWLRQVLQWRLWVRSHUDWLRQVWRWKHH[WHQWQRW
DOUHDG\UHIOHFWHGWKHUHLQEDVHGRQRWKHUFRUUHFWLYHDFWLRQVDQGV\VWHPLPSURYHPHQWV,I3* (
GHFOLQHVWRLQFRUSRUDWHDQ\OHVVRQVOHDUQHGLQWRLWVRSHUDWLRQV3* (ZLOOH[SODLQLWVUHDVRQLQJ
LQLWVUHVSRQVH3* (ZLOOPDNHDJRRGIDLWKHIIRUWWRLQLWLDWHLQFRUSRUDWLRQRIWKHOHVVRQV
OHDUQHGZLWKLQPRQWKVDIWHUWKH5&$ILQDOUHSRUWLVGHOLYHUHGWR3* (7KHQRQ3* (
SDUWLHVWRWKLVSURFHHGLQJVKDOOQRWXVHWKHUHVXOWVRIWKH5&$WRDVVHUWWKDWWKH&RPPLVVLRQ
VKRXOGLPSRVHDQ\DGGLWLRQDOILQDQFLDOSHQDOWLHVXSRQ3* (QRUWRDUJXHIRUDQ\DGGLWLRQDO
GLVDOORZDQFH

)RUWKHDYRLGDQFHRIGRXEWWKHILUHVWREHLQFOXGHGDUHWKH$GREH$WODV&DPS&DVFDGH
&KHURNHH/D3RUWH/RER0F&RXUWQH\1RUUERP1XQV2DNPRQW3\WKLDQ3DUWULFN3RFNHW
3RLQW3RWWHU5HGZRRG6XOSKXUDQG<RXQJV)LUHV





&RPPXQLW\(QJDJHPHQW)RFXVHG,QLWLDWLYHV

)XHO5HGXFWLRQ)XQGLQJ:LWKLQRQH\HDURIWKH(IIHFWLYH'DWH3* (VKDOO
GLVEXUVHRUFRPPLWIRUIXWXUHGLVEXUVHPHQWPLOOLRQWRWDOLQDGGLWLRQDOIXQGLQJWRWKH
&DOLIRUQLD)LUH6DIH&RXQFLO7KLVDGGLWLRQDOGLVEXUVHPHQWZLOOEHIXQGHGE\3* (
VKDUHKROGHUV3* (LQWHQGVWKDWWKH&DOLIRUQLD)LUH6DIH&RXQFLOZLOOLQWXUQGLVWULEXWHWKHVH
IXQGVWRORFDO)LUH6DIH&RXQFLOVZLWKLQ3* (¶VVHUYLFHWHUULWRU\DQGRURWKHUQRQSURILW&RXQFLO
SDUWQHURUJDQL]DWLRQV/RFDO)LUH6DIH&RXQFLOVDUHFRPPXQLW\OHGRUJDQL]DWLRQVWKDWIRFXVRQ
ZLOGILUHSUHYHQWLRQDQGPLWLJDWLRQHIIRUWV7KHVHRUJDQL]DWLRQVLPSOHPHQWSURMHFWV HJ
KD]DUGRXVIXHOUHGXFWLRQSURMHFWV DQGHGXFDWLRQDOSURJUDPPLQJUHJDUGLQJZLOGILUHVDIHW\
SUHSDUHGQHVVDQGSODQQLQJ3* (ZLOOFROODERUDWHZLWK6('DQGRWKHULQWHUHVWHG6HWWOLQJ
3DUWLHVUHJDUGLQJWKHSDUDPHWHUVRIWKLVIXQGLQJWRGHWHUPLQHWKHPRVWHIIHFWLYHDQGPXWXDOO\
DJUHHDEOHHDUPDUNVIRUWKHVHIXQGV

5HVLOLHQFH&HQWHUV*UDQW3URJUDP:LWKLQILYH\HDUVRIWKH(IIHFWLYH'DWH
3* (ZLOOGLVEXUVHDWRWDORIPLOOLRQLQIXQGLQJWRVXSSRUWWKHGHYHORSPHQWRIORFDO
³UHVLOLHQFHFHQWHUV´DLPHGDW3636HYHQWVZLOGILUHULVNVDQGRWKHUFOLPDWHGULYHQH[WUHPH
ZHDWKHUHYHQWV7KLVGLVEXUVHPHQWZLOOEHIXQGHGE\3* (VKDUHKROGHUV5HVLOLHQFHFHQWHUV
DUHGHVLJQDWHGDUHDVGHVLJQHGWRSURYLGHUHVLGHQWVDQGFXVWRPHUVZLWKDVDIHHQHUJL]HGORFDWLRQ
WRUHFHLYHEDVLFSRZHUQHHGV HJWRFKDUJHPRELOHSKRQHVDQGODSWRSVWRDFFHVV:L)L
FRQQHFWLRQZKHUHSRVVLEOH DQGWRSURYLGHUHVLGHQWVDQGFXVWRPHUVXSWRGDWHLQIRUPDWLRQ
DERXW3636HYHQWV7KLVIXQGLQJZLOOEHGLVWULEXWHGWKURXJKDFRPSHWLWLYHVROLFLWDWLRQDQGELG
SURFHVVWRHOLJLEOHQRQSURILWRUJRYHUQPHQWDORUJDQL]DWLRQV LQFOXGLQJWULEDOJRYHUQPHQWV ZLWKLQ
3* (¶VVHUYLFHWHUULWRU\

)XQGLQJWR&DOLIRUQLD)RXQGDWLRQIRU,QGHSHQGHQW/LYLQJ&HQWHUV:LWKLQRQH
\HDURIWKH(IIHFWLYH'DWH3* (VKDOOGLVEXUVHRUFRPPLWIRUIXWXUHGLVEXUVHPHQWXSWR
PLOOLRQWRWDOLQVKDUHKROGHUIXQGVWRWKH&DOLIRUQLD)RXQGDWLRQIRU,QGHSHQGHQW/LYLQJ&HQWHUV
³&),/&´ IRUDSLORWSURJUDPFXUUHQWO\LQGHYHORSPHQW7KLVIXQGLQJZLOOEHXVHGWRKHOS
DOOHYLDWHVRPHGLVUXSWLYHLPSDFWVIRUDQGVXSSRUWWKHVDIHW\DQGZHOIDUHRIYXOQHUDEOH
FXVWRPHUVEHIRUHGXULQJDQGDIWHUGLVDVWHUVDQG3636HYHQWV7KHIXQGLQJLVH[SHFWHGWRIXQG
DFWLYLWLHVVXFKDVGLVDVWHUUHOLHIHYHQWVDFWLYLWLHVDQGWUDLQLQJVIRUFRPPXQLW\PHPEHUV
FRRUGLQDWLRQRIKRXVLQJIRUYXOQHUDEOHLQGLYLGXDOVGXULQJGLVDVWHUVDQG3636HYHQWVDQG
SURYLVLRQRIDFFHVVWREDFNXSEDWWHULHVGXULQJGLVDVWHUVDQG3636HYHQWV

2IILFHU6DIHW\7RZQ+DOOV'XULQJWKHWZR\HDUVIROORZLQJWKH(IIHFWLYH'DWH
3* (ZLOOKROGDWRWDORI³7RZQ+DOO´PHHWLQJV DQQXDOO\ DWYDULRXVORFDWLRQVDFURVVLWV
VHUYLFHWHUULWRU\3* (LQWHQGVWKDWWKH³7RZQ+DOO´PHHWLQJVZLOOWDNHSODFHRQHWRWZRWLPHV
SHUPRQWKGXULQJPRVWRIWKH\HDUDQGZLOOQRWEHKHOGGXULQJWKHKLJKHVWILUHWKUHDWPRQWKV
6HSWHPEHU2FWREHUDQG1RYHPEHU 3* (H[SHFWVWKDW7RZQ+DOOVZLOOEHKHOGDWORFDWLRQV
DFURVV3* (¶VVHUYLFHWHUULWRU\LQFOXGLQJXUEDQSRSXODWLRQFHQWHUVDQGPRUHUXUDOORFDOHVDQG
WKDWWKHHYHQWORFDWLRQVZLOOSULRULWL]HDUHDVWKDWDUHDWDKLJKHUULVNRIZLOGILUHRUKDYHVHHQ
KLJKHULPSDFWVIURP3* (DFWLYLWLHVVXFKDVYHJHWDWLRQZRUNDQG3636
'XULQJWKH7RZQ+DOOV3* (ZLOOVKDUHVDIHW\DQGXWLOLW\VHUYLFHUHODWHGLQIRUPDWLRQ
ZLWKDWWHQGHHVDQGJDWKHUIHHGEDFNIURPPHPEHUVRIWKHFRPPXQLW\$WOHDVWRQH3* (RIILFHU


9LFH3UHVLGHQWOHYHORUKLJKHU ZLOODWWHQGHDFKHYHQW3* (ZLOOSUHSDUHDVXPPDU\UHSRUW
IROORZLQJHDFKHYHQWZKLFKZLOOEHVXEPLWWHGWRWKH&RPPLVVLRQDQGSRVWHGWRWKH3* (
ZHEVLWHZLWKLQGD\VRIWKH7RZQ+DOOZKLFKWKHUHSRUWVXPPDUL]HV
$KHDGRIWKHHQGRIWKHWZR\HDUSHULRGIROORZLQJWKH(IIHFWLYH'DWH3* (DQG6('
ZLOOGLVFXVVDQGDJUHHXSRQDQ\GHVLUHGFKDQJHVWRWKHVFKHGXOHIRUPDWDQGORFDWLRQVRI7RZQ
+DOOVRUVLPLODUFRPPXQLW\HYHQWVWREHKHOGPRQWKO\GXULQJWKHIROORZLQJWKUHH\HDUVZLWKWKH
H[FHSWLRQRI6HSWHPEHUWKURXJK1RYHPEHUIRUDWRWDORIQLQHHYHQWVDQQXDOO\7KHVHSRWHQWLDO
FKDQJHVIRU7RZQ+DOOVRUVLPLODUFRPPXQLW\HYHQWVDUHLQWHQGHGWRDOORZWKHHYHQWVWREH
WDLORUHGWRHPHUJLQJFRPPXQLW\FRQFHUQVSULRULWLHVDQGSURJUDPXSGDWHVWKDWPD\DULVHLQ
LQWHUYHQLQJ\HDUV3* (ZLOOFRQWLQXHWRPHHWLQFRPPXQLWLHVWKURXJKRXWWKH3* (VHUYLFH
WHUULWRU\ZLWKDIRFXVRQWKRVHFRPPXQLWLHVDWWKHKLJKHVWULVNRIZLOGILUH
'XULQJWKHILYH\HDUVIROORZLQJWKH(IIHFWLYH'DWHZLWKWKHH[FHSWLRQRI6HSWHPEHU
WKURXJK1RYHPEHU3* (ZLOODOVRKROGPRQWKO\ZHELQDUV/LNHWKH7RZQ+DOOVGXULQJHDFK
ZHELQDU3* (ZLOOVKDUHVDIHW\DQGXWLOLW\VHUYLFHUHODWHGLQIRUPDWLRQ$WOHDVWRQH3* (
RIILFHU 9LFH3UHVLGHQWOHYHORUKLJKHU ZLOODWWHQGHDFKZHELQDU3* (ZLOOSUHSDUHDVXPPDU\
UHSRUWIROORZLQJHDFKZHELQDUZKLFKZLOOEHVXEPLWWHGWRWKH&RPPLVVLRQDQGSRVWHGWRWKH
3* (ZHEVLWHZLWKLQGD\VRIWKHZHELQDUZKLFKWKHUHSRUWVXPPDUL]HV
 6HPL$QQXDO:LOGILUH0LWLJDWLRQ0HHWLQJV$WOHDVWRQFHHYHU\VL[PRQWKVIRU
WKUHH\HDUVDIWHUWKH(IIHFWLYH'DWHOHDGHUVKLSIURPWKH3* (HOHFWULFRSHUDWLRQVZLOGILUHWHDP
ZLOOKROGDPHHWLQJZLWKORFDOJRYHUQPHQWSODQQLQJSXEOLFZRUNVHPHUJHQF\VHUYLFHVDQGILUH
OHDGHUVKLSWRH[FKDQJHIHHGEDFNDQGLQIRUPDWLRQUHJDUGLQJRQJRLQJZLOGILUHVDIHW\DFWLYLWLHV,Q
DQ\JLYHQVHPLDQQXDOSHULRG3* (ZLOOKROGPXOWLSOHUHJLRQVSHFLILFPHHWLQJVWRFRYHULWV
HQWLUHVHUYLFHWHUULWRU\ ZLWK3* (WRGHWHUPLQHZKDWFRQVWLWXWHVHDFK³UHJLRQ´IRUWKHVH
SXUSRVHV 3* (PD\DWLWVGLVFUHWLRQKROGWKHPHHWLQJVLQSHUVRQRUYLDWHOHFRQIHUHQFH
)ROORZLQJWKHFRQFOXVLRQRIHDFKVHWRIVHPLDQQXDOPHHWLQJV3* (ZLOOSUHSDUHDVLQJOHUHSRUW
IRUWKHPHHWLQJVKHOGGXULQJWKHSUHFHGLQJVHPLDQQXDOSHULRGWKDWLGHQWLILHV  LVVXHVUDLVHG
E\WKHORFDOJRYHUQPHQWV  DFWLRQLWHPVWRDGGUHVVLGHQWLILHGLVVXHVDQG  DSURJUHVVUHSRUW
IRUSUHYLRXVO\LGHQWLILHGDFWLRQLWHPV3* (ZLOOVXEPLWWKLVUHSRUWWR6('RULWVGHVLJQHHDQG
ZLOOVHUYHWKHUHSRUWRQWKHVHUYLFHOLVWIRUWKH:LOGILUH0LWLJDWLRQ3ODQ5XOHPDNLQJRULWV
VXFFHVVRUGRFNHW/RFDOJRYHUQPHQWVZLOOKDYHWKHRSSRUWXQLW\WRVXEPLWDZULWWHQUHVSRQVHWR
3* (¶VUHSRUWZLWKLQGD\V
7UDQVSDUHQF\DQG$FFRXQWDELOLW\)RFXVHG,QLWLDWLYHV

,62&HUWLILFDWLRQ3* (VKDOOPDNHDJRRGIDLWKHIIRUWWRLQLWLDWHWKHILQDO
,QWHUQDWLRQDO2UJDQL]DWLRQIRU6WDQGDUGL]DWLRQ ³,62´ FHUWLILFDWLRQDVVHVVPHQWUHTXLUHG
WRREWDLQ,62FHUWLILFDWLRQIURPDQDFFUHGLWHGRUJDQL]DWLRQIRULWV(OHFWULF2SHUDWLRQVE\
WKHHQGRI:LWKLQWKUHHPRQWKVRIWKH(IIHFWLYH'DWHRIWKLVVHWWOHPHQWDJUHHPHQW
3* (VKDOOSURYLGH26$DQG6('ZLWKDUHSRUWRQWKHVWDWXVRILWV,62FHUWLILFDWLRQ


5
,62LVDQLQWHUQDWLRQDOVWDQGDUGIRUDVVHWPDQDJHPHQW,62FHUWLILFDWLRQPHDQV
WKDWDQDFFUHGLWHGRUJDQL]DWLRQKDVGHWHUPLQHGWKDWWKHFRPSDQ\PHHWVWKHVWDQGDUGVVHWIRUWKLQ
,62




LPSOHPHQWDWLRQLQFOXGLQJDQ\UHPDLQLQJQRQFRQIRUPDQFHVWREHDGGUHVVHGSULRUWRDSSO\LQJ
IRUFHUWLILFDWLRQ3* (VKDOOLQIRUP26$DQG6('LQDGYDQFHRIVFKHGXOHGJDSDVVHVVPHQW
FORVHRXWPHHWLQJV26$DQG6('VKDOOEHDOORZHGWRSDUWLFLSDWHLQJDSDVVHVVPHQWFORVHRXW
PHHWLQJVDQG3* (ZLOOVKDUHDVVHVVPHQWUHSRUWVZLWK26$DQG6('LQFOXGLQJWKHILQDO
DVVHVVPHQWUHSRUW3* (VKDUHKROGHUVVKDOOSD\WKHFRVWVWRDGGUHVVDQ\JDSVXSWRDWRWDORI
PLOOLRQRYHUWKHFHUWLILFDWLRQSHULRG3* (VKDOOQRWLI\26$DQG6('ZKHQLWDSSOLHVIRU
FHUWLILFDWLRQDQGZKHQLWUHFHLYHVFHUWLILFDWLRQ2QFHFHUWLILFDWLRQLVUHFHLYHG3* (VKDOOPDNH
DJRRGIDLWKHIIRUWWRPDLQWDLQFHUWLILFDWLRQVWDWXVGXULQJWKHWKUHH\HDUFHUWLILFDWLRQSHULRG
$IWHUFHUWLILFDWLRQLVUHFHLYHG3* (ZLOOLQYLWHLWVWKLUGSDUW\,62DXGLWRUWRFRQGXFWD
VXUYHLOODQFHDXGLWRILWV,62SURJUDPHYHU\VL[PRQWKV$IWHUHDFKVL[PRQWKDXGLW
3* (ZLOOUHSRUWWR26$DQG6('RQWKHVWDWXVRILWV,62FHUWLILFDWLRQ7KHVHUHSRUWV
ZLOOLQFOXGHWKHWKLUGSDUW\,62DXGLWRU¶VDXGLWUHSRUW
%HIRUHWKHLQLWLDOWKUHH\HDUFHUWLILFDWLRQSHULRGHQGV3* (VKDOOUHDSSO\IRU
FHUWLILFDWLRQDQGVKDOODJDLQPDNHDJRRGIDLWKHIIRUWWRREWDLQDQGPDLQWDLQFHUWLILFDWLRQIRUDQ
DGGLWLRQDOWKUHH\HDUFHUWLILFDWLRQSHULRG ³6HFRQG&HUWLILFDWLRQ3HULRG´ ,I3* (GHFLGHVQRW
WRUHDSSO\IRUFHUWLILFDWLRQDIWHUWKH6HFRQG&HUWLILFDWLRQ3HULRG3* (VKDOOQRWLI\26$DQG
6('LQZULWLQJDWOHDVWVL[PRQWKVSULRUWRWKHHQGRIWKH6HFRQG&HUWLILFDWLRQ3HULRG,QWKLV
QRWLILFDWLRQ3* (VKDOO  H[SODLQLWVUHDVRQVIRUGHFOLQLQJWRVHHNUHFHUWLILFDWLRQDQG  
GHPRQVWUDWHWKDWWKHVDIHW\PDQDJHPHQWV\VWHPLQSODFHDWWKHHQGRIWKH6HFRQG&HUWLILFDWLRQ
3HULRGZLOOEHFRPSDUDEOHWRRUPRUHUREXVWWKDQWKDWUHTXLUHGIRU,62FHUWLILFDWLRQ
 ,QGHSHQGHQW:LOGILUH6DIHW\$XGLWV3* (VKDOOUHWDLQ6DIHW\(YDOXDWRU V 
GHILQHGDVLQGHSHQGHQWFRQVXOWDQW V ZKRZLOOSHUIRUPWKHIROORZLQJ,QGHSHQGHQW6DIHW\
(YDOXDWLRQV  DXGLWVDQGUHYLHZVRI3* (SROLFLHVSURFHGXUHVDQGSUDFWLFHVVXUURXQGLQJWKH
DUHDVLGHQWLILHGLQ D WKURXJK G EHORZ ³SROLF\DQGSURFHGXUHDXGLWV´   DXGLWVDQGUHYLHZV
RI3* (FRPSOLDQFHZLWKWKHVKDUHKROGHUIXQGHG6\VWHP(QKDQFHPHQW,QLWLDWLYHVDJUHHGXSRQ
DVSDUWRIWKLV6HWWOHPHQW$JUHHPHQW ³FRPSOLDQFHDXGLWV´ DQG  DXGLWVDQGUHYLHZVRI3* (
ILQDQFLDOGDWDUHODWHGWR3* (¶V:LOGILUH6DIHW\3ODQV ³ILQDQFLDODXGLWV´ 7KHVHFRPSOLDQFH
DXGLWVDQGILQDQFLDODXGLWVVKDOOEHFRQGXFWHGDQQXDOO\IRUDWKUHH\HDUSHULRGDIWHUWKH(IIHFWLYH
'DWHDWDQHVWLPDWHGFRVWRIPLOOLRQRIVKDUHKROGHUIXQGLQJ
)RUHDFKDXGLW3* (VKDOOSURYLGH6('ZLWKDOLVWRIUHDVRQDEO\TXDOLILHG6DIHW\
(YDOXDWRUVZLWKH[SHULHQFHLQDXGLWLQJHOHFWULFXWLOLW\UHFRUGVDQGWKHVXEMHFWPDWWHURIWKHDXGLW
)RUHDFKDXGLW6('VKDOOVHOHFWTXDOLILHG6DIHW\(YDOXDWRU V IURPWKHOLVWSURYLGHGE\3* (
3* (VKDOOHQWHULQWRDFRQWUDFWZLWKWKH6DIHW\(YDOXDWRU V VHOHFWHGE\6('7KH6DIHW\
(YDOXDWRU V ZLOOFRQVXOWZLWKDQGZRUNXQGHUWKHGLUHFWLRQRI6('6('VKDOOUHYLHZDQG
DSSURYHWKHWHUPVDQGVFRSHRIZRUNSULRUWR3* (HQWHULQJLQWRWKHFRQWUDFW V ZLWKWKH6DIHW\
(YDOXDWRU V 3* (DFNQRZOHGJHVWKDWDVLQJOH6DIHW\(YDOXDWRUPD\QRWEHDEOHWRFRQGXFWDOO
WKHHYDOXDWLRQVLGHQWLILHGLQWKLV6\VWHP(QKDQFHPHQW,QLWLDWLYH6DIHW\(YDOXDWRUVZLOOEH
VHSDUDWHDQGGLVWLQFWIURP,QGHSHQGHQW(YDOXDWRUVFRQWHPSODWHGE\6HQDWH%LOOVDQGDQG
$VVHPEO\%LOO7RWKHH[WHQWWKDWWKH6DIHW\(YDOXDWRUV¶HYDOXDWLRQVRUILQGLQJVRYHUODS
ZLWKWKH:LOGILUH0LWLJDWLRQ3ODQ,QGHSHQGHQW(YDOXDWRUWKH6DIHW\(YDOXDWRUVPD\FRRUGLQDWH
ZLWKWKH:LOGILUH0LWLJDWLRQ3ODQ,QGHSHQGHQW(YDOXDWRUV
7KHVDPSOHVDQGPHWKRGRORJ\ZLOOEHGHYHORSHGLQDFFRUGDQFHZLWKWKH6DIHW\
(YDOXDWRU¶VSURIHVVLRQDOMXGJPHQWDQGVWDQGDUGSUDFWLFHVLQVLPLODUFRQWH[WVDQGLQFRQVXOWDWLRQ


ZLWK6('3ULRUWRWKHRXWVHWRIWKHDXGLWVWKH6DIHW\(YDOXDWRUVKDOOSUHVHQW6('ZLWKWKH
PHWKRGRORJ\DQGDGHVFULSWLRQRIWKHDQWLFLSDWHGILQDOSURGXFWRIWKHDXGLWEDVHGXSRQWKHJRDOV
DQGREMHFWLYHVLGHQWLILHGLQWKLV6HWWOHPHQW$JUHHPHQW:LWKLQWKHVFRSHLGHQWLILHGKHUH6('
PD\FRQVXOWZLWKWKH6DIHW\(YDOXDWRUDERXWWKHPHWKRGRORJ\DQGSODQVWRDFKLHYHWKHJRDOV
LGHQWLILHGKHUHLQ7KHVHOHFWHG6DIHW\(YDOXDWRUZLOODXGLW3* (¶VSROLFLHVSURFHGXUHVDQG
SUDFWLFHVUHJDUGLQJHDFKRIWKHIROORZLQJ
D
9HJHWDWLRQ0DQDJHPHQW3* (¶V7UHH7UDFNHU$SSOLFDWLRQ ³7UHH
7UDFNHU$SS´ 7KH6DIHW\(YDOXDWRUZLOO L DXGLWVDPSOHVRIUHFRUGVIURP3* (¶V7UHH
7UDFNHU$SSDVRRQWREHGHSOR\HGPRELOHDSSOLFDWLRQLQWHQGHGWRLPSURYH3* (¶VWUDFNLQJRI
LWVYHJHWDWLRQPDQDJHPHQWZRUNRULWVVXFFHVVRUSURJUDP LL XWLOL]HWKH7UHH7UDFNHU$SS RU
LWVVXFFHVVRUSURJUDP WRFRQGXFWILHOGUHYLHZVRIVDPSOHVRISUHLQVSHFWRUDQGWUHHZRUNLQ
RUGHUWRDVVHVVDGKHUHQFHWRDSSOLFDEOH3* (SURFHGXUHV LLL VXUYH\YHJHWDWLRQPDQDJHPHQW
FRQWUDFWRUVDQGHPSOR\HHVZKRXWLOL]HWKH7UHH7UDFNHU$SS RULWVVXFFHVVRUSURJUDP LQWKH
ILHOGWRYDOLGDWHDGKHUHQFHWR3* (¶V7UHH7UDFNHU$SS RULWVVXFFHVVRUSURJUDP SURFHGXUHV
FRQVLVWHQF\RIXVHDQGRYHUDOOXVDELOLW\RIWKHWRRODQG LY UHFRPPHQGLPSURYHPHQWVWR
3* (¶V7UHH7UDFNHU$SS RULWVVXFFHVVRUSURJUDP EDVHGRQWKH6DIHW\(YDOXDWRU¶VUHYLHZ
7KH6DIHW\(YDOXDWRU¶VUHYLHZRIWKH7UHH7UDFNHU$SS RULWVVXFFHVVRUSURJUDP ZLOO
FRPPHQFHVL[PRQWKVDIWHUWKH7UHH7UDFNHU$SS RULWVVXFFHVVRUSURJUDP LVLPSOHPHQWHGDW
3* (
E
2YHUKHDG'LVWULEXWLRQDQG7UDQVPLVVLRQ3UHYHQWLYH0DLQWHQDQFH
3URJUDP7KH6DIHW\(YDOXDWRUZLOO L ILHOGDXGLWVDPSOHVRIZRUNRUGHUVJHQHUDWHGLQ
FRQQHFWLRQZLWKSDWUROVDQGLQVSHFWLRQVRI3* (RYHUKHDGGLVWULEXWLRQDQGWUDQVPLVVLRQ
IDFLOLWLHV LL UHYLHZVDPSOHVRIZRUNRUGHUVIRUDGKHUHQFHWR3* (SROLFLHVDQGSURFHGXUHV
DQG LLL UHFRPPHQGLPSURYHPHQWVWR3* (¶VGLVWULEXWLRQDQGWUDQVPLVVLRQLQVSHFWLRQDQG
PDLQWHQDQFHSURFHGXUHVEDVHGRQWKH6DIHW\(YDOXDWRU¶VUHYLHZRI3* (¶VRYHUKHDG
GLVWULEXWLRQDQGWUDQVPLVVLRQSUHYHQWLYHPDLQWHQDQFHSURJUDP7KH6DIHW\(YDOXDWRU¶VUHYLHZ
RI3* (¶VRYHUKHDGGLVWULEXWLRQDQGWUDQVPLVVLRQSUHYHQWLYHPDLQWHQDQFHSURJUDPDQG
SURFHGXUHVVKDOOFRPPHQFHZLWKLQRQH\HDURIWKH(IIHFWLYH'DWH
F
/RFDO&RQGLWLRQV6WXG\RI3* (7HUULWRU\7KH6DIHW\(YDOXDWRUZLOO
L DVVHVV3* (¶VFXUUHQWSUDFWLFHVDQGSURFHGXUHVIRULGHQWLI\LQJDQGDGGUHVVLQJORFDO
FRQGLWLRQVWKDWPD\ZDUUDQWPRGLILFDWLRQVWRWKHGHVLJQFRQVWUXFWLRQRUPDLQWHQDQFHRI
3* (¶VGLVWULEXWLRQRUWUDQVPLVVLRQDVVHWVFRQVLVWHQWZLWK*25XOHDQG
LL UHFRPPHQGLPSURYHPHQWVWR3* (¶VSUDFWLFHVDQGSURFHGXUHVUHODWHGWRLGHQWLI\LQJORFDO
FRQGLWLRQVLQDFFRUGDQFHZLWK*25XOH
G
(YLGHQFH&ROOHFWLRQDQG5HWHQWLRQ7KH6DIHW\(YDOXDWRUZLOO L FRQGXFW
ILHOGUHYLHZVRIUHSRUWDEOHLQFLGHQWVDQGVDPSOHVRIRXWDJHHYHQWVWKDWPD\EHDWWULEXWDEOHWR
3* (IDFLOLWLHVIRUWKHSXUSRVHRILGHQWLI\LQJHUURUVRUDUHDVRILPSURYHPHQWLQ3* (¶V


7KH7UHH7UDFNHU$SSLVDVRIWZDUHDQGPRELOHDSSOLFDWLRQV\VWHPWKDWDOORZVSUHLQVSHFWRUV
WRHQWHUSUHVFULSWLRQVIURPDPRELOHGHYLFHDQGWRPDUNVHJPHQWVRIFRQGXFWRUDV
³LQVSHFWHG´RQDGLJLWDOPDSUDWKHUWKDQKLJKOLJKWLQJDSDSHUPDS




HYLGHQFHFROOHFWLRQDQGUHWHQWLRQSUDFWLFHVDQGSURFHGXUHVDQG LL UHFRPPHQGLPSURYHPHQWVWR
3* (¶VHYLGHQFHFROOHFWLRQDQGUHWHQWLRQSUDFWLFHVDQGSURFHGXUHV
7KH6DIHW\(YDOXDWRUDXGLWUHSRUWVVKDOOEHSURYLGHGWRWKH'LUHFWRURI6('DQGVHUYHGRQWKH
VHUYLFHOLVWIRU,3* (ZLOOVXEPLWDUHVSRQVHWRWKH'LUHFWRURI6('DQGWKHVHUYLFH
OLVWIRU,ZLWKLQGD\VDIWHUHDFKDXGLWUHSRUWLVVXEPLWWHGWRDGGUHVVZKHWKHUDQG
KRZLWZLOOLPSOHPHQWWKHUHFRPPHQGDWLRQVSURYLGHGE\WKH6DIHW\(YDOXDWRU V 

9HULILFDWLRQRI6DIHW\5HODWHG)LOLQJV)RUWKUHH\HDUVIROORZLQJWKH(IIHFWLYH
'DWH3* (ZLOOSURYLGHWRWKH&RPPLVVLRQYHULILFDWLRQRIVDIHW\UHODWHGILOLQJVE\HLWKHUD
6HQLRU9LFH3UHVLGHQW9LFH3UHVLGHQW6HQLRU'LUHFWRU'LUHFWRURU0DQDJHUDVSURYLGHGEHORZ
)RUHDFKVDIHW\UHODWHGILOLQJRXWOLQHGEHORZWKHGHVLJQDWHGRIILFHUGLUHFWRURUPDQDJHUZLOOEH
WDVNHGZLWKYHULI\LQJWKDWWKHILOLQJLVDFFXUDWHDQGFRPSOHWH9HULILFDWLRQUHTXLUHPHQWVZLOOEH
GHVLJQHGWRHQKDQFHDFFRXQWDELOLW\DPRQJVHQLRUOHYHOSHUVRQQHODW3* (DVZHOODVWKH
SXEOLF¶VFRQILGHQFHLQ3* (¶VFRPPLWPHQWWRVDIHW\DQGUHOLDELOLW\$IWHUWKLVWKUHH\HDUSHULRG
DQGLIGHVLUHG3* (ZLOOZRUNZLWK6('WRHYDOXDWHHIIHFWLYHQHVVFRQWLQXHGQHHGDQG
SRWHQWLDOH[SDQVLRQRIWKHYHULILFDWLRQVGHVFULEHGLQWKLV6\VWHP(QKDQFHPHQW,QLWLDWLYH
(OHFWULF6DIHW\5HODWHG&RPPXQLFDWLRQWRWKH&RPPLVVLRQ
*HQHUDO2UGHU5HSRUWLQJ
,WHP

1DPH

/HYHORI9HULILFDWLRQ



*25HSRUW

9LFH3UHVLGHQW



*25HSRUW

9LFH3UHVLGHQW



*25HSRUW

9LFH3UHVLGHQW

&RPSOLDQFHDQG,QFLGHQW5HSRUWLQJ
,WHP

1DPH

/HYHORI9HULILFDWLRQ



6HOI5HSRUWV

9LFH3UHVLGHQW



'D\5HSRUWV

0DQDJHU



3636'D\5HSRUWV

9LFH3UHVLGHQW



&LWDWLRQ5HVSRQVHV

6HQLRU9LFH3UHVLGHQW

,WHP

1DPH

/HYHORI9HULILFDWLRQ



1RWLFH V RI9LRODWLRQ5HVSRQVHV

6HQLRU'LUHFWRU

,WHP

1DPH

/HYHORI9HULILFDWLRQ



$XGLW5HSRUW5HVSRQVHV

6HQLRU'LUHFWRU

129V

$XGLWV



*DV6DIHW\5HODWHG&RPPXQLFDWLRQWRWKH&RPPLVVLRQ
*HQHUDO5HSRUWLQJ
,WHP

1DPH

/HYHORI9HULILFDWLRQ



*2)$QQXDO5HSRUW

9LFH3UHVLGHQW



*DV3LSHOLQH3DWURO5HSRUW

'LUHFWRU



&ODVV/RFDWLRQ5HSRUW

'LUHFWRU



0HWHU3URWHFWLRQ3URJUDP

'LUHFWRU



*DV3LSHOLQH5HSODFHPHQW3URJUDP

'LUHFWRU



*DV6DIHW\5HSRUW

9LFH3UHVLGHQW

,QFLGHQW5HSRUWLQJDQG1RWLILFDWLRQV
,WHP

1DPH

/HYHORI9HULILFDWLRQ



6HOI5HSRUWV

9LFH3UHVLGHQW

,WHP

1DPH

/HYHORI9HULILFDWLRQ



1RWLFH V RI3UREDEOH9LRODWLRQ5HVSRQVHV

'LUHFWRU



&LWDWLRQ5HVSRQVHV

6HQLRU9LFH3UHVLGHQW

,WHP

1DPH

/HYHORI9HULILFDWLRQ



$XGLW5HSRUW5HVSRQVHV

'LUHFWRU

1239V

$XGLWV


4XDUWHUO\5HSRUWLQJRQ(OHFWULF0DLQWHQDQFH:RUN)RUWKUHH\HDUVIROORZLQJWKH
(IIHFWLYH'DWH3* (ZLOOSUHSDUHTXDUWHUO\UHSRUWVWREHVXEPLWWHGWR6('VXPPDUL]LQJWKH
VWDWXVRIPDLQWHQDQFHZRUNJHQHUDWHGE\WKH:LOGILUH6DIHW\,QVSHFWLRQ3URJUDP ³:6,3´ 
7KURXJK:6,33* (SHUIRUPVHQKDQFHGLQVSHFWLRQVRQDQDFFHOHUDWHGVFKHGXOHIRUHOHFWULF
IDFLOLWLHVLQ7LHUDQG7LHU+)7'DUHDV7KHVHHQKDQFHGLQVSHFWLRQVIRFXVRQFRQGLWLRQVWKDW
FRXOGOHDGWRILUHLJQLWLRQV(DFKRIWKHVHUHSRUWVZLOOLQFOXGHDWDPLQLPXP  WKHQXPEHU
VWDWXVDQGORFDWLRQVRIDQ\RSHQPDLQWHQDQFHWDJVDQG  DWDEOHVXPPDUL]LQJWKHVWDWXVRIDOO
WDJVLGHQWLILHGLQWKHUHSRUW

/RFDO*RYHUQPHQW9HJHWDWLRQ0DQDJHPHQW'DWD6KDULQJ)RUFRXQWLHVZLWKLQ
3* (¶VVHUYLFHWHUULWRU\WKDWUHTXHVWLQZULWLQJWREHLQFOXGHGLQWKHVHUHSRUWGLVWULEXWLRQV
3* (ZLOOSURYLGHHOHFWURQLFPRQWKDKHDGUHSRUWVRISODQQHGYHJHWDWLRQPDQDJHPHQWDFWLYLW\
LQHDFKFRXQW\1RWKLQJLQWKLVSURYLVLRQVKDOOSURKLELW3* (IURPXQGHUWDNLQJYHJHWDWLRQ
PDQDJHPHQWDFWLYLWLHVLQHDFKMXULVGLFWLRQWKDWGLGQRWRULJLQDOO\DSSHDURQDPRQWKDKHDGUHSRUW
RUIURPDFFHOHUDWLQJWKHRULJLQDOWLPHOLQHIRUZRUNRUIURPQRWFRPSOHWLQJSODQQHGDFWLYLWLHV
LQFOXGHGLQDPRQWKDKHDGUHSRUW6XFKFKDQJHVDUHIUHTXHQWO\QHFHVVDU\GXHWRWKHGLYHUVH
H[LJHQFLHVRI3* (¶VZLOGILUHUHGXFWLRQHIIRUWV


%HJLQQLQJZLWKWKHILUVWIXOOPRQWKDIWHUWKH(IIHFWLYH'DWHDQGIRUWKUHH\HDUVIROORZLQJ
WKH(IIHFWLYH'DWH3* (ZLOOVXEPLWWKHUHOHYDQWPRQWKDKHDGUHSRUWVWRGHVLJQDWHGFRXQW\
UHFLSLHQWVRQRUEHIRUHWKHODVWGD\RIWKHSUHFHGLQJPRQWK HJWKHUHSRUWIRU$SULOZLOOEH
SURYLGHGRQRUEHIRUH0DUFK $IWHUWKDWWKUHH\HDUSHULRGDQGLIGHVLUHG3* (ZLOO
ZRUNZLWKWKH&RPPLVVLRQDQGWKHSDUWLFLSDWLQJORFDOJRYHUQPHQWVWRHYDOXDWHHIIHFWLYHQHVV
FRQWLQXHGQHHGDQGSRWHQWLDOH[SDQVLRQWRRWKHUFRXQWLHVRUFRQFOXVLRQRIWKHGDWDVKDULQJ
7KHVHUHSRUWVZLOOLQFOXGHWKHIROORZLQJGDWDIURP3* (¶V(QKDQFHG9HJHWDWLRQ
0DQDJHPHQW&DWDVWURSKLF(YHQW0HPRUDQGXP$FFRXQW &(0$ DQGURXWLQHYHJHWDWLRQ
PDQDJHPHQWSURJUDPVIRU3* (¶VGLVWULEXWLRQDQGWUDQVPLVVLRQV\VWHPV
x $GGUHVVHVRISODQQHGZRUNVFKHGXOHGLQVSHFWLRQGDWHDQGQDPHRIWKLUGSDUW\
FRQWUDFWRUSHUIRUPLQJWKLVZRUN
x 6XPPDULHVRIDQ\DSSOLFDEOHSODQVRUSHUPLWVUHTXLUHGE\ODZIRUWKHUHOHYDQWZRUN
VFKHGXOHGWRWDNHSODFH
x 7KHQXPEHURIWUHHWULPVRUWUHHUHPRYDOVVFKHGXOHGWRWDNHSODFH
x :KHWKHU3* (KDVFRQWDFWHGWKHUHOHYDQWSURSHUW\RZQHU V DWWKHORFDWLRQ V RIDQ\
SODQQHGZRUN

/RFDO*RYHUQPHQW6\VWHP+DUGHQLQJ'DWD6KDULQJ)RUFRXQWLHVZLWKLQ3* (¶V
VHUYLFHWHUULWRU\WKDWUHTXHVWLQZULWLQJWREHLQFOXGHGLQWKHVHUHSRUWGLVWULEXWLRQV3* (ZLOO
SURYLGHHOHFWURQLFPRQWKDKHDGUHSRUWVRISODQQHGV\VWHPKDUGHQLQJZRUNLQHDFKFRXQW\
7KHVHUHSRUWVZLOOEHEDVHGXSRQDPXWXDOO\DJUHHGXSRQGDWDVHWRUWHPSODWH1RWKLQJLQWKLV
SURYLVLRQVKDOOSURKLELW3* (IURPXQGHUWDNLQJV\VWHPKDUGHQLQJDFWLYLWLHVLQHDFKMXULVGLFWLRQ
WKDWGLGQRWRULJLQDOO\DSSHDURQDPRQWKDKHDGUHSRUWRUIURPDFFHOHUDWLQJWKHRULJLQDOWLPHOLQH
IRUZRUN6XFKFKDQJHVDUHIUHTXHQWO\QHFHVVDU\GXHWRWKHGLYHUVHH[LJHQFLHVRI3* (¶V
ZLOGILUHUHGXFWLRQHIIRUWV
%HJLQQLQJZLWKWKHILUVWIXOOPRQWKDIWHUWKH(IIHFWLYH'DWHDQGIRUWKUHH\HDUVIROORZLQJ
WKH(IIHFWLYH'DWH3* (ZLOOVXEPLWWKHUHOHYDQWPRQWKDKHDGUHSRUWVWRGHVLJQDWHGFRXQW\
UHFLSLHQWVRQRUEHIRUHWKHODVWGD\RIWKHSUHFHGLQJPRQWK HJWKHUHSRUWIRU$SULOZLOOEH
SURYLGHGRQRUEHIRUH0DUFK $IWHUWKDWWKUHH\HDUSHULRGDQGLIGHVLUHG3* (ZLOO
ZRUNZLWKWKH&RPPLVVLRQDQGWKHSDUWLFLSDWLQJORFDOJRYHUQPHQWVWRHYDOXDWHHIIHFWLYHQHVV
FRQWLQXHGQHHGDQGSRWHQWLDOH[SDQVLRQWRRWKHUFRXQWLHVRUFRQFOXVLRQRIWKHGDWDVKDULQJ
7KHVHUHSRUWVZLOOLQFOXGHDWWKHORFDOJRYHUQPHQW¶VUHTXHVWHQJLQHHULQJGUDZLQJVDQG
SODQVZRUNVFKHGXOHVDQGUHJUDGHUHORFDWLRQSHUPLWVSHUIUDQFKLVHDJUHHPHQWV7KHVKDULQJRI
V\VWHPKDUGHQLQJGDWDPD\UHTXLUHQRQGLVFORVXUHDJUHHPHQWVZLWKHDFKRIWKHORFDO
JRYHUQPHQWVUHFHLYLQJWKHUHSRUWV




'RFXPHQWDWLRQRI³1HDU+LW´3RWHQWLDO)LUH,QFLGHQWV3* (ZLOOGRFXPHQW
³QHDUKLW´SRWHQWLDOILUHLQFLGHQWVVXFKDVDUFLQJRUVSDUNLQJWKDWFRXOGKDYHUHVXOWHGLQDQ
LJQLWLRQEXWGLGQRWDVZHOODVILUHLJQLWLRQVWKDWWUDYHOOHGRQHPHWHURUOHVVIURPWKHLJQLWLRQ
SRLQW7KLVGRFXPHQWDWLRQZLOOLQFOXGHWKHIROORZLQJFDWHJRULHVRIGDWD
 'DWDIURP3* (¶V)LHOG$XWRPDWLRQ6\VWHP ³)$6´ WRWKHH[WHQWVXFKGDWD
LVFROOHFWHGLQ)$6DVRIWKH(IIHFWLYH'DWHIRUHYHQWVFDWHJRUL]HGZLWKVSHFLILF
H[LVWLQJ)$6FRGHVWREHDJUHHGXSRQDPRQJ3* (26$DQG6('7KLVGDWD
ZLOOLQFOXGHLQIRUPDWLRQUHODWHGWR³QHDUKLW´LQFLGHQWVIURPFXVWRPHUDQGVHUYLFH
FDOOV LQFOXVLYHRILQFLGHQWVGHWHFWHGE\6PDUWPHWHUV DVZHOODV³QHDUKLW´
LQFLGHQWVGDWDFRQFHUQLQJVHFRQGDU\IDFLOLWLHVDQGVHUYLFHGURSV
 $OOXQSODQQHGPRPHQWDU\DQGVXVWDLQHGRXWDJHGDWDDVVRFLDWHGZLWK3* (¶V
SULPDU\GLVWULEXWLRQIDFLOLWLHV LQFOXVLYHRIRXWDJHVGHWHFWHGE\6PDUWPHWHUV 
 $OOXQSODQQHGRXWDJHGDWDDQGSDWKLQWHUUXSWLRQVDVVRFLDWHGZLWK3* (¶V
IDFLOLWLHVRSHUDWLQJDWDWUDQVPLVVLRQYROWDJHOHYHOZKHWKHURUQRWFXVWRPHUVZHUH
DIIHFWHGDQG
 $Q\ILUHLJQLWLRQVWKDWWUDYHOOHGRQHPHWHURUOHVVIURPDQLJQLWLRQSRLQW
$OOGDWDZLOOEHSURYLGHGRQDTXDUWHUO\EDVLVWR6('DQGRWKHU6HWWOLQJ3DUWLHVWKDW
UHTXHVWLQZULWLQJWRUHFHLYHWKLVGDWD'DWDIRUHDFKRIWKHIRXUDERYHLWHPVVKDOOEHSURYLGHGLQ
DIRUPDWWKDWLVVHDUFKDEOHDQGVRUWDEOHIRUH[DPSOHE\ORFDWLRQDQGFDXVHRIWKHLQFLGHQW
GHVFULEHGLQHDFKHQWU\ HJIDLOHGWUDQVIRUPHUDQLPDOVODSSLQJFRQGXFWRUVIDLOHGFRQGXFWRU
HWF :LWKLQGD\VRIWKH(IIHFWLYH'DWH6('DQG3* (ZLOOPHHWDQGFRQIHUUHJDUGLQJWKH
VSHFLILFGDWDZLWKLQWKHVHIRXUFDWHJRULHVWREHSURYLGHGLQFOXGLQJWKHVSHFLILFH[LVWLQJ)$6
FRGHVDVRXWOLQHGDERYHDQGWKHVRUWLQJRIWKHGDWD3* (ZLOOEHJLQWKLV³QHDUKLW´UHSRUWLQJ
V\VWHPZLWKLQWKUHHPRQWKVRIWKH(IIHFWLYH'DWH$IWHUWKLVLPSOHPHQWDWLRQGDWH3* (ZLOO
UHYLHZZLWK26$DQG6('DQQXDOO\WRDVVHVVWKHXWLOLW\RIWKHGDWDEHLQJSURYLGHGDQGFRQILUP
WKDWWKHSDUWLHVZLVKWRFRQWLQXHUHFHLYLQJWKHGDWD3* (ZLOOFRQWLQXHWKLVVKDULQJIRUXSWR
WKUHH\HDUVIROORZLQJWKH(IIHFWLYH'DWHDVORQJDVDQQXDOUHYLHZVGHWHUPLQHDQRQJRLQJLQWHUHVW
RUXQOHVVWKH:LOGILUH0LWLJDWLRQ3ODQ3URFHHGLQJ 5XOHPDNLQJ GHWHUPLQHVDVFRSH
IRUXWLOLW\UHSRUWLQJRI³QHDUKLW´GDWDWKDWLQVXEVWDQFHVXSHUVHGHVWKLV6\VWHP(QKDQFHPHQW
,QLWLDWLYH
 ,QGHSHQGHQW6WXG\RI'LVWULEXWLRQDQG7UDQVPLVVLRQ6\VWHP3* (VKDUHKROGHUV
VKDOOSD\IRUDQLQGHSHQGHQWHQJLQHHULQJILUPWRVWXG\WKHJURXQGLQJPHWKRGVDQGFLUFXLWDQG
WUDQVIRUPHUFRQILJXUDWLRQLQ3* (¶VGLVWULEXWLRQV\VWHPDQGWUDQVPLVVLRQV\VWHP3* (ZLOO
UHFRPPHQGWKUHHLQGHSHQGHQWHQJLQHHULQJILUPVTXDOLILHGWRSHUIRUPWKLVVWXG\6('DQG26$
PD\VHOHFWRQHRIWKHVHILUPVRULQFRQVXOWDWLRQZLWK3* (DGLIIHUHQWILUPWRSHUIRUPWKLV


7KHWHUP³QHDUPLVV´LVXVHGDWWLPHVWRUHIHUWRDVLPLODURULGHQWLFDOFRQFHSWDV³QHDUKLW´DV
XVHGLQWKLV6\VWHP(QKDQFHPHQW,QLWLDWLYH

7KLVUHSRUWLQJUHTXLUHPHQWJRHVEH\RQGWKHUHSRUWLQJFXUUHQWO\UHTXLUHGIRU³UHSRUWDEOH
HYHQWV´XQGHU'HFLVLRQ1RWHDOVRWKDWHYHQWVUHSRUWHGXQGHUWKLVSURYLVLRQPD\EH
GXSOLFDWLYHRIRWKHUHYHQWVUHSRUWHGDVSDUWRIWKLV6\VWHP(QKDQFHPHQW,QLWLDWLYH


VWXG\3* (VKDOOHQWHULQWRDFRQWUDFWZLWKWKHILUPVHOHFWHGE\6('DQG26$7KLVVWXG\ZLOO
FRQVLGHU3* (¶VXQLTXHWHUULWRU\DVZHOODVWRSLFVGLVFXVVHGLQ6('¶V/LEHUW\&RQVXOWLQJ
5HSRUWRQ3* (DQGDQDO\]HRSSRUWXQLWLHVWRUHGXFHZLOGILUHULVNDQGWKHRFFXUUHQFHRI
HQHUJL]HGZLUHVGRZQLQFOXGLQJEXWQRWOLPLWHGWRV\VWHPFRQILJXUDWLRQ7KHVWXG\VKRXOGDOVR
FRQVLGHUIDFWRUVVXFKDVWKHFRVWVDQGEHQHILWVRISRWHQWLDOPLWLJDWLRQV7KHILQDOVFRSHRIWKH
VWXG\ZLOOEHGHYHORSHGE\6('DQG26$LQFRQVXOWDWLRQZLWK3* (7KHFRQWUDFWHGILUPVKDOO
ZRUNDWWKHGLUHFWLRQRI6('DQG26$3* (DORQJZLWK6('DQG26$ZLOOKDYHWKH
RSSRUWXQLW\WRUHYLHZDQGFRPPHQWRQGUDIWVRIWKHVWXG\SULRUWRLWEHLQJILQDOL]HG3* (ZLOO
FRQVLGHUDGRSWLRQRIDQ\UHFRPPHQGDWLRQVIURPWKLVUHSRUW7KHILQDOVWXG\UHSRUWVKDOOEH
SURYLGHGWRWKH'LUHFWRURI6('DQGVHUYHGRQWKHVHUYLFHOLVWIRU,3* (ZLOO
VXEPLWDUHVSRQVHWRWKH'LUHFWRURI6('DQGWKHVHUYLFHOLVWIRU,ZLWKLQGD\VDIWHU
WKHILQDOVWXG\UHSRUWLVVXEPLWWHGWRDGGUHVVZKHWKHUDQGKRZLWZLOOLPSOHPHQWWKH
UHFRPPHQGDWLRQVSURYLGHGE\WKHLQGHSHQGHQWHQJLQHHULQJILUP,I3* (GHFOLQHVWR
LQFRUSRUDWHDQ\UHFRPPHQGDWLRQ3* (ZLOOH[SODLQLWVUHDVRQLQJLQZULWLQJWRWKH'LUHFWRURI
6('DQGWKHVHUYLFHOLVWIRU,7KH6HWWOLQJ3DUWLHVHVWLPDWHWKDWWKHFRVWRIWKLVVWXG\
ZLOOQRWH[FHHGPLOOLRQRIVKDUHKROGHUIXQGLQJ



Powered by TCPDF (www.tcpdf.org)

