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-RVHSK /REOH\ $06S (GLWRU ,
,0(& ZDV HIFHOOHQW DQG HYHU\RQH LQYROY

VWRULHY DQG SDVVLQJ RXW EXVLQHVYVY FDUGV 7KH
FDXVHG VRPH DXGLR SUREOHPV EXW KDG HQRXJK URRP IRU HY!
OHDYH WKH URRP 7KH VQDFNV LQ WKH EDFN RI WKH URRP OLN
.HQ :HLQEUH¥KWG $0R PDNH ODVW PLQXWH FKDQJHV WR VSBIQG +
/IRPEDUGE Z&K® SXW RQ H[FHOOHQW SURJUDPV RQ VKRUW QRWLF
WKH 6$PBEPEHUVKLS DQG VHH WKH OHYHO RI VNLOO DQG WDOHQ

$V WKH \HDU LV FRPLQJ WR DQ HQG EH VXUH WR SD\ \RXU C
\RXU FRQWLQXLQJ HGXFDW LR KR XYNWUNRBDXFU AWKXLW WE$06 RI \HD
VSHQG WLPH FKDVLQJ DIWHU SHRSOH

'H KDYH KDG D IHZ HDUO\ VQRZ IDOOV KHWR UQWIOERDUG ZDO
OREVWHU ERDW IRU D VXUYH\ 7RXJK FRPPXWH QRW WR PHQW
7KH &4DSWDLQ RI WKH ERDW JRW KLV VNLII DQG GHFN VKRYHOH(

(QMR\ WKLY HGLWLRQ RI WKH 1HZVOHWWHU DQG UHPHPEHU
IXWXUH SXEOLFDWLRQV ©6HH \RX LQ WKH VSULQJ
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JURP WKH (GLWRU|TVY &RUQH

I[URP WKH HGXFDWLRQDO VHVVLRQV WKH PHPRU\ , WRF
GXULQJ WKH EUHDNV W ZDV UHPDQUMNDE QK LR VEXIDQ K
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7KRU -RQHVYX®O6HJILRQ 'LUHFWRU
5 REHUWR 6FDOWURSHGHILRQDO 'LUHFWRU




SUHVLGHQW{YV OHVt/DJH

Stuart J. McLea AMS®, President

6$063 7R 3RVVLEO\ 21IHU (UURUV DQG 2PLVVLRQ

*RRG GD\ WR \RX DOO DQG , KRSH WKDW LW LV QF

7KH ,0(& LQ 1HZ 2UOHDQV LV RYHU DQG LW ZDV D JUHDW P
HQ :HLQEUHFRWDLYPELG DQ H[FHOOHQW MRE LQ EULQJLQJ LQ JUH
LQIRUPDWLRQ WR VKDUH :HOO GRQH .HQQ\«

7KH QH[W PHHWLQJ LV LQ OLOZDXNHH )RU DOO \RX +RJ 5LGHL
KRWHO LV D VKRUW ZDON WR WKH +DUOH\ 'DYLGVRQ OXVHXP ,I W
SUHVHQW SOHDV#4 QIR ZVKH 6$06

'XULQJ WKH $QQXDO *HQHUDO OHPEHUVKLS OHHWLQJ , EURXJK
6$06 KDV EHHQ DSSURPMGRHEQ EQWHWH@OMWLRQDO EURNHU DERXW ( 2
PHPEHUVKLS , DVNHG WKH PHPEHUVKLS SUHVHQW DW WKH $*00 |
SHUPLVVLRQ WR LQYHVWLIJDWH WKLV IXUWKHU 7KH PHPEHUV LQ
LQIRUPDWLRQ SURYLGHG LV WKLV W\SH RI SROLF\ FRVWVY DURXQG
SULFH RI URXJKO\ SHU PHPEHU RU OHVVY LI WKH SDUWLFLSDWL

/ILPLW RI /LDELOLW\

*HQHUDO $JJUHJDWH

'"HGXFWLEOH HDFK LQFLGHQW
7KLV LV D URXJK TXRWH' DIQHOW KHK®$WVWE&EZH QHHG WR KDYH D IXOO X
DQRG KRZ DQ\ FODLPV ZLOO DIIHFW WKH SUHPLXP 7KH FRVW RI
PHPEHUV LQ SDUWLFLSDWLRQ )RU WKH VWDWHV WKDW UHTXLUH
Rl 1HZ <RUN WKH EURNHU ZLOO SURYLGH LQGLYLGXDO FRYHUDJH
VWLOO VRPH KXUGOHV WKDW ZH QHHG WR MXPS RYHU ZKLFK \RXU
ZLVKHV RXU PHPEHUV WR XVH ZRUN RUGHUV RU FRQWUDFWYV ZLWK
QRW EH DQ RSWLRQ EXW ZLOO EH PDQGDWRU\ IRU DOO PHPEHUYV |
EHIRUH ZH FDQ PRYH IRUZDU6&4Z21WKO WKILHS DRXGXEBIHDBWHG IRU WKR)
UHDOLW\ ZH ZLOO QHHG SDUWLFLSDWLRQ WR PDNH WKLV KDSE¢

1RZ RQ WR RWKHU WRSLFV ZH DUH DJDLQ DGYHUWLVLQJ LQ <
DQ DVVLIJQPHQW WKURXJK RXU <DFKWs:RUDGQ ® GNIDDWAVARDE REO BB
SHODWLRQV NQRZ 2Q WKH VXEMHFW RI (WKLFV ZH DUH VWDUWLQ
DQG UHSRUWY 30HDVH UHPHPEHU WRQZGKDWHRX GRZUQBRMSRBW 2K
H[WHQG D ELJ ZHOFRPH WR RXU QHZHVWs:5XILREHIQ R QUBIG & BRE HITR
$06 (XURSH 5HJLRQ /DVWO\ UHJDUGLQJ FRQWLQXLQJ*HDB X BXWOR (
,0(& DQG \RXU 5HJLRQD® 60HHWHLRUV D&$DFRPH Rl WKH PRVW H[SH!
ZRUOG VR NHHS LW XS



/JOR\G .LWWUHGPHHF W6 YH 9LFH

$YRLGLQJ (WKLF V&RPPSXCDLIFQMV R Q

, KRSH WKRVH RI \RX ZKR ZHQW WR 1HZ 2UOHDQV LQ 2FWREHU
GLGKDWHYHU WKH SURJUDP LV , VWLOOOHHHOLYKXKBYQHWHRGNLDQ
JHWWLQJ WR NQRZ WKH QHZ IRONV SD\WWLQEFHLWKE& G\RQKHHUIHERPHURYV
UHFHLYHG D YHU\ JRRG UHIHUUDO DQG ZH KDYH EHH @ HDEEHU W R XUW
ZRUNDEOH DUHD 7R PH WKLV SURYHV WKDW RQ WWRNHNRQ@N VVWANKCH
WKDW WKH PHHWLQJY DUH WRR FRVWO\ RU WKH SURJUDPV 3MXDW
DEOH WR DWWHQG WKH UHFHQW 1DWLRQDO 1%$06 PHHWLQUKH\QRD CR
PHIHHO ZHOFRPH DQG LW QHYHU KXUWV WR JHW D GLITHUHQW VOI

$V ([HFXWLYH 9LFH 3UHVLGHQW P\t RVLEK D HYSRD WIKEL QWRHL AMRE
WKDW WKLV KDV QRW EHHQ WKH PRVW HQMR\DEOH SRVLWLRQ , KD
WKH SXEOLF DQG PDULQH FRPH RQ WKHL P CARQ FHHHMMWR V" D ERDWHU
DGPLUDOW)\ ILUP UHWDLQV RQH RI RXU PHPEHUV LV WKH VWULFW
HYHU\RQH7WR (MAKILFV &RPPLWWHH VK RXSRD DRAW E KWRHE @ R VDIGHY 16 B 6
WKHUH DUH LVVXHV RHU SHIFUHFLHLY IDGGIRYMRHR/U VR OHWWHUV D \HDU
DV D VHULRXV FRPSOD LSU#X XWVKKDOHO VHHUYBWG LIEQHW\ SHUFHQW RI
LVVXH VXFK DV PLVVHG GHILFLHQF\ RU WKH VXUYH\RU DQG VXUYH
WKH WLPH WKLV FDQ EH KDQGOHG LPPHGLDWHO\ ZLWK WKH VXUYH
FDOO IURP D FRPPEW WHIP HPWHPEPIXVW VD\ LW JRHV IDUWKHU WRKKD U\
QDPHG LQ D FRPSODLQW EH VXUH \RX3RQG FUNW D B &ED W& HQS XFEFOR.Y/@
VXVSHQY¥QRQVH UHPHPEHU WKDW LQ PRVW HWKLFV LQYHVWLJDWLR
VLGH RI WKH LVVXH EXW LQ IDFW WKH\ KDYH ORRNHG DWDPOWXVHG
DUH SUREDEO\ WLUHG RI KHDULQJ WKDW 3&RPPXQLFDWLRQ LV WKF
&RPPXQLFDWH ZLWK \RXU FOLHQWYV ZLWK D ZRUN RUGHU OHWWHU
GLDORDLQ:G RXW ZKDW LV LPSRUWDQW WR \RXU FOLHQWYV VLQFH \R

6WDUW QRZ WKLV \HDU WR SODQ RQ DWWHQGLQJ OLOZDXNHH
EHFDXVH LW LV JRRG IRU EXVLQHVYV DQG \RXU IDPLO\




*HRUJH 3-LP° 6HSHO $06
OHPEHUVKLS 9LFH 3UHVLGHO

6$06S OHPEHUVKLS ,V|2Q 7KH

*UHHWLQJV IURP EDOP\ BRXWK
DUH IURP 6KHOWHU ,VODQG $0ODV
6XQGD\

‘H KDG DQRWKHU JUHDW WXUQRXW IRU RXU $
3,0(&" W ZDV D EXV\ ZHHN RI LQWHUHVWLQJ V¢
RXU %RDUG RI 'LUHFWRUV RQ 6DWXUIBGONMFWKQQ® ¥
\RXU 93 RI OHPEHUVKLS W LV DQ KRQRU DQG S
WKRVH ZKR ZRQ DQG WKRVH ZKR UDQ .HHS WU\

JRU WKRVH ZKR PLVVHG WKH EXVLQHVV PHHWLQ.

2YHUDOO RXU PHPEHUMXQG QX PEWHHEHRBLGQG&
QRZ DMXV WKH GHFOLQH LQ PHPEHUVKLS EH.
KLJK RI ERWWRPHG RXW LQ ZKHQ ZH

'"HQLDOV LQ FRQWLQXHV WR DYH®IDIFHDWE R
JHQHUDO EXVLQHVV PHHWLQJ Z'H GDY®IVSDRH
PDLQO\ GXH WR SRRU UHSRUWYV ZLWK D VPD
SXEOLF UHFRUG DQG RQH SULRBSIPRPBNURZIK

8SJUDGHV ZHUH PRVWO\ DSSURYHG RQO\ WZ
XSJUDGHV |RAKE HIOND X E 6 RUB®RUW UHYLHZ
ZRUNLQJ

2YHUDOO VXVSHQVLRQV KDYH GURS 9IRCWR
WKH VXVSHQVLRQV FBDWHQXH RV D & B BDXZH3ER
VHHLQJ IHZHU UHTXHVWYV IRU H{WHQVLRQV IRU

2 XU DYHIUDDMBIB QMY \HDUV ROG
JRU 6% V PXVW XSJUDGH
JRU s BD@GLGDWHYV PXVW WHVW

8:H DUH ZKDW ZH UHSHDWHGO\ GR
([FHOOHQFH WKHQ LV 127 DQ DFW EXW D K
2$ULVWRWOH

OD\ ZH DOO FRQWLQXH Z(WHODBOEBAB\ KDELW RI




. HQQHWK :HLQFUHFK $0
(GXFDWLRQ 9LFH 3UHVLGH

6$06 ,0(& 0,/:$8.((-

HOO IURP WKH UHVSRQVH DQG ODUJH FURZG | (eeeS————————DQV
ZHOO UHFHLYHG ‘H GLG KDYH VRPH LVVXHV ZLWK WKH PLFURSKR
WKLV LV WKH ILUVW FRQIHUHQFH ZKHUH ZHYYH HYHU KDG D SUREC

1RZ RQ WR OLOZDXNHH +HUH LV VRPH RI ZKDW \RX FDQ H[SHFW

*RXJHRQ %URV

+LVWRU\ RI VKLSSLQJ LQ WKH *UHDW /DNHYV

(GPXQG )LW]JHUDOG DFFLGHQW

7ZLQ 'LVF

$ PDMRU HQJLQH PDQXIDFWXUHU ZLOO VSHDN DERXW QHZ L
36 XUYH\ +HDGVRBSSLODWLRQ RI VRPH REYLRXVY DQG QRW VR
1HZ WHFKQRORJ\ LQ FRULQJ PDWHULDOYV

JLEHUJODVY UHSDLU DQG YDFXXP EDJJLQJ

$%<&

&RPPRQ M\ YYHWWNDOODWLRQ HUURUYV
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, I \RX KDYH DQ\ VXJJHVWLRQV SOHDVH IHHO ITUHH WR VHQG WKHPF
FRQVLGHU WKHP

2Q DQRWKHU QRWH DV PRVW RI \RX DUH DZDUH Rl WKHUH KDV
EHLQJ VDLG D SDQHO RI PDULQH HGXFDWLRQDO VFKRROV DQG LQV
DSSURYDO V\WVWHP ZKLFK ZH KRSH WR FDOO ODULQH (GXFDWLRQD
0(8 IRU HDFK FRQWDFW KRXU RI HGXFDWQR @R XKWHS/UBRE QG HPHIVW
FDQ ZRUN WKDW RXW LQWR WKH HQWLUH V\VWHP 21 FRXUVH DQ\

, ZLVK HYHU\RQH D YHU\ KDSS\ KROLGD\ VHDBARRQP DHN® MRJ QRXKI
ZDQW ZRUN DV KDUG DV \RX FDQ EXW \RX FDQMTW EX\ EDFN WKH W
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,ULVWRIITHUSLAHOVVEDOJ 9LFH|3U

6$GB®HHE 7THVWLQJI %LI 6XFFHVV|$W ,0(&

(YHU\RQH , VSRNH WR:s DON &NVAKHHH @/ W 8 \K\WU G5 $0 6 U H

$O00 SHRSOH WKDW SMMRRNDRAFKEBDYWYEE &RQJUDWXODWLRQV

ZRUN

, XWLOL]HG WKH RSSRUWXQLW\ DW ,0(& WR PHHW ZLWK WK

HV

DW

2UOHDQV 7KDQN \RX:%RE PRUDPDQWIKQB®E H[FHOOHQW
‘HLQEUHEKWU $PWWLQJ WRIJHWKHU DQ RXWVWDQGLQ

H &

LOQWHUHVWHG SDUW\ DERXW WKH RRPIRRWJ UBQYL HEZDRIVWKIH YADXH. RK

WKH\ UHIOHFW QHZ VWDQGDUGY DQG UHTXLUHPHQWYV

, ZDQW WR HPSKDVL]H DJDLQ WKDW ZKHWKHU \RX SDVV RU
\RXU UHVXOWY VR WKDW \RX EHFRPH DZDUH RI WKH ZHDNHU D
PRVW SUREOHPDWLF $OVR NQRZLQJ WKH QDPHV RI WKH YDUL
FRXOG LPSURYH ORVW YHVVHO FRPSRQHQW QDPHV KDYH EHHQ
VWLOO JHUPDQH RQ PRGHUQ YHVVHOV

$QG ODVW EXW QRW OHD DWW G WHRIDQXNWWRU WBKDW KHOSHG

UHIL

$V WKH\ VD\ KHUH LQ 1HZ 2UOHDQV 3% JRRG WLPH ZDV KDG E\

{ >uPzs & ] 8§z Sus (]@IX—-E o pPZ]vP A]8Z}us vC E -}vU (:}u

u G
3DXO /RJXH $06S 6HFUHWDU\ 7 U

3DXO LEXWHUALWK VXUYH\TV DQG IDPLO\ FRPPL G R

DUWLFOH IRU WKLV HGLWLRQ +H ZRXOG IO NRRLGY NET QR.

UHJDUGYVY WR RXU EXGJHW DQG 5KHD 6KHD DQG WKH VWDII DW +4 C

VDPH WLPH LPSURYLQJ DQG VWUHDPOLQLQJ RSHUDWLRQV




SREHUW +RUY DOW K WHO0BJ V &RQYHQWLFIzQ\

,0(& OLOZDXNHH :LVERQVLQ

2XU $QQXDO PHHWLQJ LQ 1HZ 2UOHDQV ZDV ZHOO
WR WKDQN DOO RI WKRVH ZKR KHOSHG WR PDNH WKH

2XU QH[W ,QWHUQDWLRQDO OHHWLQJ ZLOO EH LQ
WKDW LV JRLQJ WKURXJK D UHQDLVVDQFH 7KH KRWHO ZLOO RQF!
EXW ZLOO EH OHVV H[SHQVLYH WKDQ 1HZ 2UOHDQV DQG WKH PHHYV
SUREOHPYV ZH KDG DW WKH ODVW ,0(& 7KHUH DUH QXPHURXV UHV
+DUOH\ 'DYLGVRQ OXVHXP LV MXVW WZR EORFENV DZD\ 5RRP UDWF
)XUWKHU GHWDLOV ZLOO IROORZ DV WKH\ XQIROG

%LOO 7TUHONDHF H$BBHVLGHQW RI ! VL

DQG 3XEOLF SHODWLRPYV

ODUNHWLQJ 63063 DQG <RXUVHO

W zZzDV JUHDW WR VHH DOO RI \RX ZKR PDGH LW,
PLVVHG D IDQWDVWLF HYH®RWNE D%REH B RUM R B/ IS X $\0W L
KDYH D FKDQFH JLYH KLP D ZRUG RI WKDQNV

'LWK WKH ZLQWHU PRQWKY XSRQ XV DOO DQG ILHOG ZRUN VOF
GRLQJ IRU PDUNHWLQJ RXUVHOYHROWGORXY BR XYHVWKN D 6¥0tcU W\
RUJDQL]DWLRQ LQ WKH IRUHIURQW EXW LW LV VWLOO XS WR \RX \
DUWLFOHV DWWHQGLQJ ERDW VKRZV DQG ZRUNLQJ RQ \RXU ZHE V
RIl WKH JHQHDGFH$YEVLQJ ZH GR 30OHDVH UHYLHZ WKH DGYHUWIL
PDNH VXUH \RX XWIORJR SWKRSBEHPWB DQG VWUDWHILFDOO\ WR \RXU
ULJKW WR XVH WKH ORJR VRLNDINBUHOUH BRE (G&R ZLBBREWUHPHQGR X
DQG ZH VKRXOG DOO EH SURXG WR VKRZ RXU DVVRFLDWLRQ

KLOH LQ 1HZ 2UOHDQV , KDG D IHZ PHPEHWRRWNXHDWH VR R YIWM
VKRZV 7KH SROLF\ LV WKDW LW FDQ EH GRQH EXW LQ UHFHQW \H
S1DWLRQDO" VKRZV $IWHU GRLQJ VRPH UHVHDUFK DQG JHWWLQJ
QRZ EHOLHYH ZH VKRXOG HQFRXUDJH PRUH RI RXU PHPEHUV WR X
WKHPVHOYHV E\ DWWHQGLQJ WKHVH VKRZV $ PHPEHU KDYLQJ D ¢
ERDW VKRZ LV VLIJQLILFDQWO\ PRUH YDOXDEOH WKHP VHHLQJ DQ I
WKH ERRWK LV MXVW WKH VKLSSLQJ FRVW D 3 RVKMW \OS_[NAAH GERN6 W KC
VKRZV 7KHSGRIDEF\ LV WKDW WKH FRVW LV WR EH FRYHUHG E\ WKH
WKURXJK \RXU UHJLRQDO GLUHFWRU , /] WKH\ DJUHH WKHQ DV OR
ZRUN WR VKLS LW WR WKH UHVSRQVLEOH PHPEHU $00O ZH DVN LV
ZLWK DOO RI LWV SDUWV SOXV FRSLHV RU OLQNV WR DQ\ 3% WWWJ I

2QH RWKHU WRSLF WKDW , ZDQWHG WR EULQJ XS ZDV DUWLFO
EHVW DGYHUWLVLQJ ZH FDQ JHW IRU WKH ORZHVW FRVW |, KDYH I
JRLQJ WR SULQW EXW , KDYH QRW KHDUG PXFK 6R JX\V DQG JDO

$v DOzD\V , DP DYDLODEOH LI \RX KDYH VXJJHVWLRQV DQG LG
I[IUHH WR FDOO PH PWHPDLEO GHVDWHONOBDI@IWDPEH FRORRN IRUZDUG
\R X

(o]
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“RKQ /RZH® $IGGUWK (DVW 5HJILRQI

JHWTV JLQH 7XQH DQG ,PSURYH 2XU 6X

+RSH \RX DOO DUH GRLQJ ZHOO DQG JHWWLQJ UHI
ZLQWHU :H DUH VWLOO JRLQJ VWURQJ KHUH RQ /RQ.
ODVW EODVW RI FROG ZHDWKHU

, NQRZ \RXfYH DOO KHDUG WKLV EHIRUH EXW , ZDQWHG WR Wi
DQG , UHYLHZ UHSRUWYV IURP WKH 6%V LQ RXU UHVSHFWLYH UHJL
WKDW ZH FRQWLQXDOO\ VHH UHSR&E® WKD W86 R(Q R B F5H H&2 M K H7 ¢
7KLV UHSRUW FRQWHQW LV UHFRPPHQGHG DV D PLQLPXP DQG VKR
VHYHUDO FRPSODLQWY IURP YDULR XY PHPEHUHW [RQ ZHHDOR U WW ZRIALGE
GRZQ RFFDVLRQDOO\ DQG UHYLHZ \RXU ZRUN WKHQ FRPSDUH WR
F\OLQGHUV 0\ UHSRUWV DUH FRQVWDQWO\ FKDQJLQJ DV , ILQH W]
%H FDUHIXO LQ WKH FRXUVH RI PDNLQJ WKHVH FKDQJHV LWV HDV

, HOMR\HG VHHLQJ HYHU\RQH LQ 1HZ 2UOHDQV DQG KRSH WR |
ZLQWHU

(QMR\ \RXU KROLGD\V DQG , ZLOO ORRN IRU \RXTEQ"WKHNYDU G

'DUUHOO %R\FBWDF$0BF SHILRQQOO | J

3DFLILF 5HJLRQDO OHHWLQJ &RP'}J éRRQ‘
] 1

+HOOR IURP WKH 3DFLILF 1RUWKZHVW 7KH LQGLFDWLRQ IURF
\HDU KDYH OHIW DQG PDQ\ IRONV DUH EXV\ 7KH UHFHQW IDOO RI
PDUNHWY DV ZHOO

JROORZLQJ WKH $QQXDO OHHWLQJ , EHJLQ WR IHHO WKH SUHV
3DFLILF 7KLV \HDU LV QR H[FHSWLRQ 7KH PHHWLQJ ZLOO EH KH
PHHWLQJ ZLOO EH WZR GD\V ORQJ DQG ZLOO EH D MRLQW PHHWLQ
FRPPXQLFDWLRQ ZLWK EDGDIBMD/BHIE®RQDO 'LUHFWRU DQG KDYH D
SUHVHQWDWLRQV DQG , ZLOO WDNH WKH RWKHU :H KRSH WR KDY
KRSHIXO RI JHWWLQJ *7UDQVSRUW &DQDGD” WR SUHVHQW VRPHWEF
SHFUHDWLRQDO YHVVHOV 7KLV VKRXOG EH Rl YDOXH WR 8 6 6XU

7KH 3DFLILF OHPEHUVKLS LV JURZLQJ DQG QHZ PHPEHUYV DUH
NHHSLQJ XS ZLWK WKH 6% $QQXDO 6XUYH\ UHYLHZ UHTXLUHPHQW
SDUWLFLSDWLQJ VKRXOG EH LQ JRRG VEB3IHQXKHQ WKHLU DSSOLF

7KHUH KDYH EHHQ GLVFXVVLRQV UHJDUGLQJ 6% PHQWRULQJ D
UHJDUGLQJ WKLY 7KH KRSH LV WR GHYHORS D 2PV LRD VEKHD W DWW
RSSRUWXQLWLHV WR UHFHLYH VRPH PHQWRULQJ , I \RX KDYH D G
GLVFXVV WKLV RSSRUWXQLW\



6XUSULVHV &DQ %H /XUNLQJ :KHUH <RX /HD

6FRWW 6FKRHOWHDWOMDNHY 5HILRQD

VW

,Q WKH *UHDW /DNHV ODWH IDOO LV DOzZD\V D JRRG WLPH WR

HQRXJK WR UHPHPEHU DQG GLVWDQW HQRXJK WR SURYLGH D O

LW

GLITHUHQWO\ QH[W VHDVRQ DQG ZKDW WR YRZ QHYHU WR GR DJDL

LQFLGHQW WKDW FDXVHG PH WR PDNH VRPH FKDQJHYV

'XULQJ D SDUWLFXODBABSWXWPEWUP H WQPPIPEHU WKLQNLQJ WR |

SUHFLRXV WLPH FKHFNLQJ IRU DOO WKH EDVLF GDWD RQ WKHV
VFKHGXOHG DQ DSSRLQWPHQW WR GR D GDPDJH FODLP LQVSHF
HQJLQHV 7KH IODPH DUUHVWRU FRYHUV KDYH WKH HQJLQH VH
DO SODWH RQ WKH HQJLQH DQG JHW D SLFWXUH WR FRQILUP W
DQG , RIWHQ KDYH WR WDNH VHYHUDO SLFWXUHV WR JHW D FO
D KBAXU RQ WZR HQJLQHV DQG GLGQIW ILQG LW ,WTV WLPH F

WKDQ IRXU LQFKHV EHWZHHQ WKH ULVH
ZDV WR KROG DQG SRLQW WKH FDPHUD

ZDV DBUXRZA\ VSRW WKDW FDXJKW P\ DW
FRROLQJ MDFNHW RI WKH EORFN KDG W

ZKHQ , WKRXJKW DERXW ZKDW LW ZDV
WKDW VHULDO QXPEHU SODWH RQ WKH
QXPEHU RQ WKH IODPH DUUHVWHU FRYH
P\ FDPHUD EHWZHHQ WKH HQJLQHYV , P
&IPuE iw dA} & 1 ]vkz }PENPFNVW HOQWLUHO\ 0O\ FOLHQW PD\ KD?
}(8§8Z vP]v o} IX WKDW , KDG IDLOHG WR QRWLFH D PDN
SRUW HQJLQH W ZRXOG KDYH EHHQ KDO
PDNH ULJKW K\ VSHQG SUHFLRXV WLPH FKHFNLQJ DOO WKH E
OLIH MDFNHWV" :K\ FRQILUP WKH VHULDO QXPEHUV RI WKH HQ.
\RX QHYHU NQRZ ZKDW \RX PLJKW VHH ZKLOH \RXJUH ORRNLQJ
DWWHQWLRQ ZKLOH ORRNLQJ IRU WKH EDVLFV PLJKW VDYH \R)>
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SREHUW +HHEN)QR$D6D 5HIJLRQD|O 'L

,%(; $ OHPRUDEOH 2QH

<RX PD\ RU PD\ QRW NQRZ WXKDNW BRIBHG DW WKH
([KLELWLRQ DQG &RQIHUHQFH PRUH FRPPRQO\ NQRZ
ZDV KHOG RQ 6HSWHPEHU WKUX 2FWREHU LQ

DWLF

HDF
ORU

FXUUHQWO\ IOXFWXDWH EHWZHHQ /RXLVYLOOH _HOWRXFN\ DUG
WDULO\ PDQQHG ZRPHQ HG E\ \RXUV $\WOBX 6L\ IKPE G LODBY RRYGHD
6$06 6XUYH\RU $VVRFLDWH SURVSHFW %U\DQ &0HPRQV , PHQ
RUJDQL]DWLRQ ZKHQ WKH\ FRXOG RWKHUZLVH EH GRLQJ VRPH
RYHUVHHQ DQG FRXOG QRW KDYH EHHQ GRQH ZLWKRXW WKH J
WKRXJK LW KDV EHHQ KHOG OLWHUDOO\ LQ P\ YHU\ EDFN\DUG
PDQXIDFWXUHUV GHDOHU UHSUHVHQWDWLYHV JDGJHWV RI D

)OI
7RP
WLR
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DOV
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00 |

VRPH DUH IUHH DQG IRU VRPH D IHH LV FKDUJHG 7TKH OHFWXUHYV

WKH PDULQH VSHFWUXP 7KH ,%(; LV DOVR D EXVLQHVYVY WKDW
7KH FRQIHUHQFH LV D VKRZFDVH IRU QHZ SURGXFWYV VXFK DV

FKI
I(* C

<HV 7KH 3'RFN .H\" ZKLFK LV DQ LQQRYDWLYH DQG WRWDOO\ PRYF
RU VODWWHG VXUWXHG RN WMRUVHRELGHR SUHVHQWDWLRQ RI WKLYV

6$06 ZDV FKDUJHG RYHU WR UHQW VNLUWHG WDEOHYV

. FDUSHW 7KDW PLJKW VHHP D OLWWOH VWHHS EXW RQ WK
RXU-@BRILW VWDWXV $ TXHVWLRQ WKDW RQH RPRIRWWHOERQ
HYHQW" , WKLQN ODUJHO\ LW JLYHV XV FUHGLELOLW\ $W WK
PRVW SDUW ZH DUH WKHUH WR VKRZ WKH ZRUOG WKDW ZH DU
$GPLWWHGO\ PDQ\ RI RXU YLVLWRUV ZHUH WKHUH WR SDW$SW®& N
, DOVR REVHUYHG PDPNFRKHUWYWR$86QJ E\ WR VD\ KHOOR 7}
EXW ZH DUH DOVR D IDPLO\

2Q DQRWKHU VXEMHFW |, ZLVK WR FRPPHQW RQ WKH QRWL
DFURVV P\ GHVN 7KLY PHDQV RQH WKLQJ WR PH PRUH ZRUN
LOQVXUDQFH FRPSDQLHYV LQ JHQHUDO DUH FRPLQJ WR WKH FRQ
UHIJXODWHG 7KH GD\V RI VXUYH\V EHLQJ DFFHSWHG ZLWKRXYV
SURRI WKDW D SHUVRQ V FUHGHQWLDOV PHHW FHUWDLQ VWDC

HYHQW LQKHUHQWO\ DGYHUVHO\ DIITHFWHG RWWK DWW LKCCLWV E My
SRVLWLYH WUDQVLWLRQ DQG WKH SXE®HPEVWDRKQIDO RWQ AH
PRPHQWY WR SHUVRQDOO\ WKDQN \RXU %RDUG RI 'LUHFWRUV
GLUHFWLRQ WKDW PXFK RI WKLV LV WDNLQJ SODFH

% (; 7DPSD &RQYHQWLRQ §HQWHU
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7 JUHG :ULJHOWEVSO® QWLF 5HILRQI

7KH ,PSRUWDQFH 21 &RQWLQXLQJ (GXFDWLR UF

JRU WKRVH ZKR GLG QRW DWWHQG 1HZ 2UOHDQ LP
HOQMR\HG EHERUQZEMX IRIONYV DQG WKRVH RI VRPHW L Q.
VXEMHFWY WKH HGXFDWLRQ DQG HVSHFLDOO\ WK W D

QHYHU KHDUG RI KHU WU\ *RRJOH VKH LV WR D JXLWDU ZKDW DO

6SHDNLQJ RI SURIHVVLRQV , KDYH EHHQ VWXG\LQJ DERXW WK

DQG H[SHUWLVH DV REWDLQHG E\ HGXFDWLRQ DQG H[SHULHQF!
LQWHOOHFWXDO FXULRVLW\ | RFFDVLRQDOO\ VXIIHU IURP EXU
RI P\ IXQN ZKHQ , SU\ P\VHOI RXW RI P\ FRPIRUWDEOH FKDLU DQ
DUWLFOH ,TfYH VDYHG EXW KDYHQfW UHDG DQG UDQ DFURVYV D\

JRU WKRVH ORQJVWDQGLQJ PHPEHUVY DSSUHFLDWH WKH IDF
RQ HYHU\ DVVLIJQPHQW IURP DQ XQGHUZULWHU )RU WKH QHZH
ERULQJ VHPLQDUV DQG DV PDQ\ DV \RX FDQ GHSHQGLQJ XSRQ
DUH QXPHURXV PDJD]LQHY DYDLODEOH , KDYH D EXQFK RI ROG
DQG RWKHU WUDGH SXEOLFDWLRQV WKDW IHDWXUH DUWLFOHYV
ERRNV \RX FDQ +4 KDV D OLEUDU\ RI ERRNV GRQDWHG E\ YDULF
UHVHDUFK ODNH VXUH \RX UHWXUQ WKHP DQG SHUKDSV DGG L
FDQ WR EH WKH EHVW \RX FDQ EH DV D UHIOHFWLRQ RI \RXU L

CHARLES LOPEZ, AMS®

IDNH &LW\ OLQQHVRWD
3DVVHG DZD\ 1RYHPEHU
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(GG\ - $VVDI®-@D@D6ED 5HJILR|QD R U

&
$ OHPRUDEOH &DQDGLDQ 5HJLRQDO OHHWLQ@J ,I"ARX OLMVH:
7TKHQ <RX 5HDOO\ OLVVHG ,W ;

JRU PRVW RI XV ZH DUH QHDULQJ WKH HQG RIM~—r+—rovrQ Z
FRPIRUWDEO\ RXWVLGH WKDW ZKLWH VWXII LV JRLQJ WR VWDUW
XSRQ XV

7KH &DQDGLDQ 5HIJLRQDO OHHWLQJ ZDV LQ $XJXVW WKLV \HDU
HYHU\RQH DSSHDUHG WR KDYH HQMR\HG WKH H[SHULHQFH 'H UD|
XS VR WKDW ZH FDQ VHH ILUVWKDQG ZKDW ZDV JRLQJ RQ LQVLGH
WKDW ZDV JRLQJ RQ ZH KDG D IXOO GD\ ZLWK 5RE )UHDNH RI 7UDC
JRLQJ RQ ZLWK 7UDQVSRUW &DQDGD DQG JRLQJ WKURXJK WKH UH
XQGHUVWRRG $ VSHFLDO WKDQNV WR 5RE )UHDNH RI 7UDQVSRUW
WRRN WKH WLPH ZLWK KLV VWDII WR DFFRPPRGDWH XV DQG KDG V
PLGGOH RI KLJK VHDVRQ O0DQ\ WKDQNV JX\V

, MXVW JRW EDFN IURP 1HZ 2UOHDQV IRU WKH ,0(& ,QWHUQDW
VSHDNHUV WKURXJKRXW WKH HYHQW NHSW XV LOWHUHVWHG DQG
QHWZRUNLQJ HYHQWYV WKDW , KDYH HYHU EHHQ WR , PDGH D ORW
DWWHQGDQFH DW WKH FRQIHUHQFH ZDV ORZ R
g DPRXQW WKDW , KDYH VHHQ VLQFH , EHFDPH 5°
8 | \V 7DV D JUHDW FRQIHUHQFH LQ D WHUULILF F|

/IHW V QRW IRUJHW WKDW DOO RXU QKLIZY&$ \
WR DWWHQG DQ ,0(& HYHU\ ILYH \HDUV 1H[W \}
'LVFRQVLQ ZKLFK LV FORVH WR XV DQG D JUHI
IXOILOO \RXU REOLJDWLRQ WR DWWHQG DQ ,0(

$ IHZ WKLQJ JHWWLQJ RUJDQL]JHG IRDQG[W
DUH JRLQJ WR WU\ WR JHW D 3DFLILF &DQDGLDQ 5HJLRQDO GD\ F
ZLOO EH D SHUIHFW RSSRUWXQLW)\ IRU WKH ZHVW FRDVW &DQDGLI
LQ )O\HUV ZLOO EH VHQW RXW RQFH DOO LV LQ SODFH :H DOVR
LQ 3RUW &UHGLW 21 VFKHKGRIOMBUFRKU WKH:HWKH VWDUWLQJ WR J
VR SOHDVH LI \RX DUH LQWHUHVWHG WR QWNFRQPWKRUODWWDEH ZR
VRPHWKLQJ RQ WKH HDVW FRDVW ODWHU QH[W \HDU

7KH ZLQWHU RIl VHDVRQ LV DOZzZD\V D JUHDW ZD\ IRU XV WR JF
EHWWHU VXUYH\RUV DQG OLNH DOZD\V JLYHV XV D FKDQFH WR P
HYHU\RQH JHWYV DORQJ DQG EXVLQHVV FDUGYV JHW JLYHQ RXW DQ
PD\EH SLFNXS VRPH DGGLWLRQDO EXVLQHVV

OHPEHUVKLS KDV ULVHQ DFURVYV &DQDGD LQ WKH ODVW \HDU
DQG D IHZ 6% V-\WXKUGKZIBOBRXOG OLNH WR FRQJUDWXODWH .HHS
\RX ZKR DUH HOLJLEOHXWRUDHKTHX BQW RDYHO®ORW DSSOLHG GRQ W

'XULQJ WKH ZLQWHU VHDVRQ , DP DOZD\V DYDLODEOH E\ SKRC
FROQWDFWLQJ PH IRU ZKDWHYHU UHDVRQ $00 LQ DOO LWTV EHHQ
FRPLQJ \HDUV VR KHUH LV WR D VKRUW ZLQWHU DQG DQ HDUO\ D¢

&KHHUV



'DQ OF'RODOTG &IMBJIR &I|<DLU

+LJKHU :DWHU /HYHOV :HOFRRHG E\ 6KL:

IDVW \HDU , ZURWH DQ :DIUHY V BOIM WRHU WVHIKQHWES\WOBH G 3:DWHU /HYF
DUWLFOH RXWOLQHG KRZ ORZ ZDWHU OHYHOV DQG UHGXFHG GUHC(
DQG UHFUHDWLRQDO ERDWHUV WKURXJKRXW WKH 6W /DZUHQFH
OR®YHUP DYHUDJHV IRU 6HSWHPEHU WKURXJK DQG '"HFHPEHU I
DEQRUPDO ODFN RI VQRZ WKH SUHYLRXV ZLQWHU DQ @ \W&RIU &R\
(QJLQHHUV ZKR DUH LQ FKDUJH RI PDLQWDLQLQJ FRPPHUFLDO KI

2FWREHU WKDW LQFOXGHG 36XSHU 6WRUP 6DQG\" KDV PDGH
WKH *UHDW /DNHV ZHUH VHWWLQJ QHZ UHFRUGV IRU ORZQZD@W I
\HDUYV

, DP KDSS\ WR UHSRUW WKDW WKLQJV KDYH FKDQJHG IRU WKt
SDVwW \HDU 7KH FROGHVW ZLQWHU LQ \HDUV FDXVHEH]RUM HGK
HYDSRUDWLRQ &RXSOHG ZLWK KHDY\ VQRZIDOO DQG D UDLQLHU
ZDWHU OHYHOV WR UHWRX@GDYHRDAHWIKH WRKIFUHDW ODNHV DQC
I[UHLJKWHU WKDW HQWHUV WKH 6W /DZUHQFH 668REBG *E\HDEBERXDMWH
HYHU\ LQFK RI UHGXFHG ZDWHU OHYHO KLOH WKH 6W FDRYHQ
KLVWRULF OHYHOV PD[LPXP DOORZDEOH GUDIW RI PHWHUV
GLVFKDUJH KDYH UHVWULFWHG GHSWKV WKDW UHVXOWYV LQ YHV'
FDUJR 7R vD\ WKH OHDVW VKLSSHUV DQG VKLS RZQHUV DUH UH
ZDWHU WUDQVSRUW PXFK PRUH FRPSHWLWLYH ZLWK RWKHU PRGH
WKDW WKLV WUHQG ZLOO FRQWLQXH

2FHDQ IUHLJKWHU WUI
6W /DZUHQFH 6HDZD\
LQFK UHGXFWLRQ LQ
PHDQV WRQV OHVV




_RVHSK $ 'HOTXI $06DUJH RKDLU

A VO VV]VP &}E 80 &Z MU |Z %§ &E

7KLV LV P\ ILUVW FROXPQ DV &KDLU RI WKH 7XJ DQG %DWUJH 7
SBUHVLGHQW 6WXD:UDMW N H@GF MHD WHFO & HS O D FH BIW DMK RRIRFQW R Q L @ 06
ZKHQ D PHPEHU RI D SURIHVVLRQDO RUJDQL]DWLRQ LV DVNHG

DVNHG , ZDQW WR WKDQRUsW/OQ KRKQAMRUEG FB®N DV 7 % &KDLU DC
VXFFHVVIXO SURJUDP WR &KDLU

¥ 6306V XUYH\RUV SHUIRUPLQJ UG 3DUW\ 879 VMXDFIHYR W\ Z®&
VXEPLWWHG D VXUYH\ DQG VWDWLQJ WKHLU GHVLUH WR EHFRP
D ZULWWHQ WHVW RQ &)5 &)5 DQG DQG ZKDWHY
6 XEFKDSWHU 0 7KH WHVW ZLOO FRQVLVW RI PXOWLSOH FKR

T $V &KDLU RI WKH 7XJ DQG %DUJH &RPPLMWHHOS ZXO D QKD
VXUYH\RUV ZKR ZLOO GHYHORS WKH DERYH WHVW TXHVWLRQV ,W
GHYHORSHG WR DOORZ IRU GLITHUHQW WHVWYV 7KRVH SHUVRQQHC
DQG D VKRUW VWDWHPHQW RQ WKHLU TXDOLILFDWLRQV WR EHFRPF

7KH DERYH PD\ FKDQJH EDVHG RQ WKH ILQDO SXEOLFDWLRQ RI ¢
SRVWHG YLD WKLV FROXPQ 3HUVRQV ZDQWLQJ PRUH LQIRUP®DWLI
VXUYH\RUV VKRXOG FRQWBFW PH GLUHFWO\ DW




6XUYH\LQJ 3IDVVHQJHU &DUU\LQJ 9HVVHOV 8V

&DSW -RVHSK $5'H$06 %®KDLU -&666
J)LVKLQJ 9HVVHO 7HFKQLFDO &RPPLWWHH 1$06 6
DQG 5DQGHOO %° 66<%MB SEKDBWSH 6XUYH\LQJ &F

ORVW VWDWHYV GRQTW KDYH VWDQGDUGV IRU YHVVHOV FDUU\LQJ SDVVH(
XQGHU UXOHV IRU 32XWILWWHU *XLGH %RDW 2SBUDGMHR/FURSWIROQWLDR®
VDIHW\ HTXLSPHQW VXFK DV 3)'V ILUH HIWLQJXLVKHUV HWF VXUYH\V |
%RDUG EHJDQ UHTXLULQJ 3&KDUWHU %RDWV" GHILQHG DV YHVVHOV FDL
VXUYH\V FRPSOHWHG HYHU& BKRIW 66D & FDEALD H HO6U YH\R U ,Q DGGLWL
KDYH GRFXPHQWDWLRQ RI D VWDELOLW\ WHVW DQG FDSDFLW\ GHVLJQDV
SURIHVVLRQDO HQJLQHHU

7KH SXUSRVH RI WKLY DUWLFOH LV WR GLVFXVV UHFRPPHQGDWLRQV IRL
PRUH WKDQ VL[ SDVVHQJHUV RQ VROH VWDWH ZDWHUV W LV UHFRPPH(
ZDWHUV VKRXOG EH VXUYH\HG DV RQH ZRXOG VXUYH\ D 86&* GHVLJQDW!
WR DV-BPDFML[XVLQJ 86&* UHIJXODWLRQV $%<& DQG 1)3%$ VWDQGDUGV DV

'(),1,7,216
JRU WKH SXUSRVHV RI WKLY DUWLFOH

x &DUJR LV GHILQHG DV DQ\ JHDU WKDW LV QRW SDUW RI WKH YHVVHO \

$ SDVVHQJHU LV GHILQHG DV D@R\8 HID\RORHDERBDWIBWRKH YHVVHO

x $ SDVVHQJHU IRU KLUH LV GHILQHGQRMIFQ@\XSH QV RDK BERDHIED WRH Y KM
SDVVHQJHUV KDYH SDLG FRQVLGHUDWLRQ IRU FDUULDJH

x *HDU LV GHILQHG DV DOO LWHPV QRW D SDUW RI WKH YW \D\RHUGPTPWO QR B E
DERDUG D YHVVHO ZRXOG LQFOXGH ERWWOHG ZDWHU FRROHUV JHDLU

x

67$%,/,7< $1' 3$66(1*(5 &$55<,1* &$3$&,7<

8QOHVVY WKH VXUYH\RU LV TXDOLILHG WR SHUIRUP VWDELOLW\ FDOBXOD
YHVVHO WKH VXUYH\RU VKRXOG PDNH QR FRPPHQWY RQ WKHVH LVVXHV
VKRXOG UHFRPPHQG WKHP DV SDUW RI WKHLU UHSRUW $Q DUJXPHQW F
WKH VXUYH\RU GRHV QRW UHFRPPHQG RQH WKH UHSRUW LV ODFNLQJ L
EH PDGH WKDW WKH VXUYH\RU DFFHSWHG WKH ODFN RI D VWDELOLW\ UF
XVHG IRU WKH YHVVHO LQ TXHVWLRQ ZLWKRXW UHDEGRDLEOB SIURR BFW
LQMXU\ 6KRXOG WKH YHVVHO KDYH VWDELOLW\ GRFXPHQWYV WKH VXUYI
VXUYH\LQJ ZLOO EH FDUU\LQJ WKH QXPEHU RI SDVVHQJHUV DV GRFXPHQ
WKH\ VKRXOG vVD\ VR LQ WKH UHSRUW $Q LVVXHW\VLRDWZ R RO &DEHD W\KKH DV
LQIRUPDWLRQ $Q\ FKDQJHV WKDW PD\ KDYH EHHQ PDGH WR WKH YHVVFH
FDUU\LQJ FDSDFLW\ DQG RU LWV VWDELOLW\KD,YQHDRX®IQVHREQ IJWLIREL W/IRV
RU OEV ZHUH WKH DVVXPHG DYHUDJH ZHLJKW SHU SHUVRQ $%$:33
RQ URXWH 6LQFH 'HFHPEHU WKH 86&* KDV XVHG DQ $$:33 RI OE
B3ULRU WR D VXUYH\ , ZDV SUHVHQWHG E\ DQ RZQHU ZLWK D VWDWHPHQYV
DQG WKXV VR PDQ\ SDVVHQJHUYV O5HYLHZLQJ WKH FDOFXODWLRQV , GHV
VWDQGDUG DQG QRW WKH FXUUHQW OE VWDQGDUG 7KLV UHGXFHG W
WHQ , LQOFOXGHG P\ FDOFXODWLRQV LQ P\ UHSRUW DQG WKH YHVVHO Z
OE VWDQGDUG



7KH ZHLJKW D YHVVHO FDQ FDUU\ PXVW DOVR DFFRX\QWDI RW DM HPHDW | L
VWDWLQJ WKH YHVVHO FRXOG FDUU\ VR PDQ\ SRXQGYV DQG WKXV VR PDC
KDG XVHG WKH OE VWDQGDUG EXW KDG OHIW QR URRP LQ WKH FDOF.
WKH YHVVHO ZDV VXEVHTXHQWO\ OLFHQVHG IRU D FDSDFLW\ Rl RQH OH\
EHLQJ IRU JHDU BXEVHTXHQWO\ WKH RZQHU WROG PH WKDW VLQFH KH
YHVVHO RXW WKH VDYLQJV LQ ZHLJKW FRXOG EH XVHG WR FDUU\ WIWH C
ZKHQ VXUYH\LQJ YHVVHOV DQG GHDOLQJ ZLWK FOLHQWY +RZHYHU WKI
OLNHO\ DFWXDOO\ UHGXFHG WKH YHVVHO VWDHVY®WLWH T XLKHH \& RADVDA * X D O
WKH SURRI WHVW
67$7( 5(48,5(0(176
2EYLRXVO\ WKH VXUYH\RU VKRXOG EH IDPLOLDU ZLWK D @XVWH\W B WHRT W
VWDQGDUGYV
5(&200(1'(" )('(5%/ 67$1'$5'6

,W LV UHFRPPHQGHG WKDB®P D&ZQ5360XKFHQQEHW HBWHVVHO VKRXIDG E H* WR\HV VAR
ZKHQ VXUYH\LQJ SDVVHQJHU YHVVHOV FDUU\LQJ PRUH WKDWKWDLWY S\OKVHV M §
XQGHU *7 ZKLFK LV H[SHFWHG WR EH WKH FDVH VRAURWKZL  © HVUZHK HL Q P
FLUFXPVWDQFHY W LV UHFRPPHQGHG WKDW ODUJHU YHVY¥MHOM DB HUXY N
DSSOLFDEOH WR YHRVYUHOW )BY&KD SWHU ,6 BXEB KIDSWHE@JIJHU 9HVVHOV &DI
S3DVVHQJHUV 2U :LWK 2YHUQLJKW $FFRPPRGDXKUIRFEWYRU QRUHSBODEOD EQE
ODUJHU SDVVHQJHU YHVVHOV ZLOO QRW EH GLVFXVVHG LQ WKLV DUWLF
7KLV LV E\ QR PHDQV D IXOO OLVW RI ZKDW WKH VXUYH\RU VKRXOG [EWH F
WKH &7 ERRNOHW W FDQ EH SULQWHG RXW IURP WKH &RDVW *XDUG IR
SDVVHQJHU FDUU\LQJ YHVVHO VXUYH\V

ODFKLQHU\ ,QVWDOODWLRQ

&)5 $OWHUQDW W V6DWDIQ\G MKW “$V DQ DOWHUQDWLYH WR FRPSO\L
QRW PRUH WKDQ PHWHUV IHHW LQ OHQJWK FDUU\LQJ QRW PRUH
LQWHUQDO FRPEXVWLRQ HQJLQHV RWKHU WKDQ D$MJI&K 6 BH94+E &UDIW F
$%<&-+ $%<& + $%<& + $%<& 3DQG $%<HBO HLIKW VWDQGDUGYV LQFRUSI
&)5 DV VSHFLILHG LQ WKLV SDUW 3 7KHVH DUH YHU\ VSHFLILF VWI
FRQWDLQHG LQ 6XEFKDSWHU 7 IRU VSHFLILE LWHPV WKH\ DUH QRW DOC
UHJXODWLRQV LQ 6XEFKDSWHU 7 $ FDUHIXO UHDG RI 6XEFKDSWHU 7 LV
WKH DOWHUQDWH XVH RI WKH $%<& VWDQGDUG WKDW DSSOLHYV

(OHFWULFDO ,QVWDOODWLRQ
&)5 (OHFWULFDO , Q)% DO OSDAWLIRQQ DW H/ 8\D VI DW & I W
D$ YHVVHO RWKHU WKDQ D KLJK VSHHG FUDIW RI QRW PRUH WKDQ
SDVVHQJHUV PD\ FRPSO\ ZLWK WKH IROORZLQJ UHTXLUHPHQWYV LQVW
HQWLUHW\
6HFWLRQ >1RWH WKLV UHIHUV WR QDYLJDWLRQ OLJKWV@ DQ
7KH IROORZLQJ $PHULFDQ %RDW DQG <DFKW &RXIQF MOK H 9&Z<keH BHU R
ZRUGLQJ PXVW EH FORVHO\ UHYLHZHG
L-( 33OWHUQDWLQJ &XUUHQW $& (OHFWULFDO 6\WWHPV RQ %RDWV ~
LL- (3*'LUHFW &XUUHQW '& (OHFWULFDO 6\WWHPV RQ %RDWV ~ DQG
LLE $3(OHFWULFDO 1DYLJDWLRQ /LIJKWV ~
E $ YHVVHO ZLWK DQ HOHFWULFDO LQVWDOODKH. R® TRQHBPW QWY DIMD O H
LQVWHDG RI WKRVH LQ t RI WKLV SDUW
JRU YHVVHOV WKDW PHHW WKH DERYH FULWH{RLO0B 6% 0560/ Q & RW G/Q G DV
FUDIW VXUYH\RU DUH KLJKO\ UHFRPPHQGHG


http://www.law.cornell.edu/cfr/text/46/175.600
http://www.law.cornell.edu/cfr/text/46/183.420
http://www.law.cornell.edu/cfr/text/33/183.430
http://www.law.cornell.edu/cfr/text/46/183.340

6HDWLQJ

7KLV LV FRYHUHG XQGHU &)5 SHUWLQHQW UHTXLUHPHQWY DUH
PLQLPL]H WKH SRVVLELOLW\ RI LQMXU\ DQG DYRLGWRIXOS/S ISURKE EXSIRQV
HVFDSH -

&)5 G VWDWHV WKDW 3:6HDWV XVHG WR GHWHUPLQH WKH QX
E RI WKLV FKDSWHU PXVW EH VHFXUHG WR WKH GHFN EXONKH
DUH UHTXLUHG WR KDYH EDFNV ,I D VHDW GRHV QRW KDYH D EDFN EXW

MXGIJPHQW DV WR WKH VXLWDELOLW\ RI LWV XVH IRU D SDVVHQJHUMKKR
YHVVHO 7KH YHVVHOYV URXWH DQG RSHUDWLRQV PD\ GLFWDWH ZKHWK
RQ URXJK ZDWHUV ZRXOG SUREDEO\ UHTXLUH VHDW EDFENV 7KLV LV RQ
MXVW UHDG WKH EODFN DQG ZKLWH UHJXODWLRQV

&)5 E)L[HG VHDWL QWBWVWKWHWHKBWYVHQJHU PD\ EH SHUPLWWHG IR
LQFKHV RI ZLGWK RI IL[HG VHDWLQJ SURYLGHG E\ ft Rl WKLV VXEFK
EHQFK VHDWV EH PHDVXUHG WR HQVXUH WKDW WKaY\WiBBDWW RH M Hd- BRIW W
FDSDFLW\

'"HFN 5DLOV

7KH DSSOLFDEOH VWDQGIBRN 3. VL G&\&H 5 D UHTXLUHV 3([FHSW DV RW
VHFWLRQ UDLOV RU HTXLYDOHQW SURWHFWLRQ PXVAVIEHH HQVMWIOHHOWE €
FUHZ (TXLYDOHQW SURWHFWLRQ PD\ LQFOXGH OLIHOLQHV ZLUH URSH
HTXLYDOHQW WR IL[HG UDLOV 'HFEN UDLOV PXVW LQFOXGH D WRS UDLO
FRXUVHV RU HTXLYDOHQW SURWHFWLRQ DV UHTXLUHG E\ WKLV VHFWLRC
7KLV VHFWLRQ VKRXOG EH UHDG WKRURXJKO\ ZKHQ GHWHUPLQLQJ WKH
+HLJKWV UDQJH IURP =~ WR " DQG WKHUH LV D SURYLVR LQ &)5 U
DQ\ RWKHU YHVVHO QRW VSHFLILFDOO\ FRYHUHG HOVHZKHUH LQ WKLV V
SURWHFWLRQ DV FRQVLGHUHG QHFHVVDU\ E\ WKH FRJQL]DQW 2&0, EDVtE
6LQFH \RX DUH LQ HIIHFW DFWLQJ DV WKH 2&0, WKLV JLYHV \RX VRPH
FRPPRQ VHQVH ZKHQ GHWHUPLQLQJ LI D KHLJKW LV DSSURSULDWH DQG

&)5 E VWDWHV WKDW 3'HFN UDLOV PXVW EH GHVLJQHG DQG FRC
SRXQGVY DSSOLHG DW DQ\ SRLQW LQ DQ\ GLUHFWLRQ DQG D XQLIRUP O
WKH WRS UDLO LQ DQ\ GLUHFWLRQ 7KH SRLQW DQG XQLIRUP ORDGV GR
GHFN UDLO FDQQRW ZLWKVWDQG WKH ORDGV LQGLGDBWHIGW R/ FDVWWIQQ D JLDA
DQG VHH LI LW JLYHV 7KH TXHVWLRQ ZRXOG EH ZKHWKHU WKH UDLOLRQ.
ORVHV WKHLU IRRWLQJ DQG IDOOV LQWR D GHFN UDQO WKRX\OSHWKR Q@ RLY

OHDQV RI (VFR$H OBIDQV RI YWEDWHY WKDW 3([FHSW DV RWKHUZLV
VSDFH DFFHVVLEOH WR SDVVHQJHUV RU XVHG E\ WKH FUHZ RQ D UHJXOI
PXVW QRW EH D ZDWHUWLJKW GRRU °~ 8QOHVV D YHVVHO LV EXLOW WR \
UHTXLUHPHQW ZLWKRXW VXEVWDQWLDO UHILW
7KH SH[FHSW DV RWKHUZLVH SURYLGHG LQ WKLV VHFW IKDQV DEROKN RIGIHHR
HVEDSH LV UHTXLUHG IURP D VSDFH ZKHUH
7KH VSDFH KDV D GHFN DUHD OHVV WKDQ VTXDUH PHWHUV VTXD!I
7KHUH LV QR VWRYH KHDWHU RU RWKHU VRXUFH RI ILUH LQ WKH VSD
7KH PHDQV RI HVFDSH LV ORFDWHG DV IDU DV SRVVLEOH IURP D PDFK
| DQ DFFRPPRGDWLRQ VSDFH WKH VLQJOH PHDQV RI HVFDSH GRHV Q!

&)5 S VWDWHV WKDW 3:$OWHUQDWLYH PHDQV RI HVFDSH IURP V
2&0, ° 7KLV VHFWLRQ KDV EHHQ DSSOLHG WR YHVVHOVQAIPXR QDEWRZRE t
UHTXLUHG HVFDSH 7KH &RDVW *XDUG KDV DFFHSWHG HVFDSHV RI LQ

ZHDULQJ D 7\SH , 3)' FDQ HDVLO\ SDVV WKURXJK WKH HVFDSH

KHQ VXUYH\LQJ D YHVVHO VXUYH\RUV VKRXOG UHDG WKLV VHFWLRQ FD!
HVFDSH I[URP EHORZ RU IURP DQ XSSHU GHFN LQ WKH HYHQW RI DQ HPHL
WKHUH DQ DOWHUQDWH PHDQV RI HVFDSH WKDW FRXOG EH SURYLGHHG Z|
SRVWHG RII OLPLWV WR SDVVHQJHUV IRU KLUH LQ RUGHU WR PHHW WKH


http://www.law.cornell.edu/cfr/text/46/176.113#b_3

6WDLUV DQG +DQGUDLOV
7KHVH VKRXOG EH VXUYH\HG QRW RQO\ IRU WKHLU XVH DV D PHDQV @RI H
PRYHPHQW RI SDVVHQJHUV IRU KLUH DERDUG WKH YHVVHO 6WDLUZD\V
HVFDSH EHWZHHQ WZR GHFNV °~ +RZHYHU RWKHU WKDQ WKHLU PHQWLR
UHTXLUHPHQWY DUH QRW JLYHQ

&)5 - 6WDLUZD\V ODGGHUWR M Q G& M 6 X DEBROSWVHIH & @ RINY FDDY RXW Gl
DQG RWKHU UHTXLUHPHQWYV EXW JRBV RQ:YRRJ VWPDWE YEVVEDPV VSHFLL
PD\ EH JLYHQ ZKHUH LW LV VKRZQ WR EH XQUHDVRQDEOH RU LPSUDFWLI
VORSH GLPHQVLRQLQJ DQG ODQGLQJ DUHD ~ 7KLV XQGRXEWHGO\ FRYF
HITHFW VXUYH\RUV VKRXOG XVH WKHLU EHVW MXGJPHQW DQEB BHNDRCHY
DOO W\SHV Rl VWDLUZD\V WKH VWDLU ZLGWK KEQQGODAH ¥OHDKURIVEAO d
SRVVLEOH WULSSLQJ KD]DUG ,Q HYDOXDWLQJ VWDLUV WKH VXUYMA\RU \
HQVXUH WKDW WKH\ DUH Rl HTXDO GLPHQVLRQV 7KH 26+$ UHJXODWLRGC
GLPHQVLRQV
6WDLU KDQGUDLO GLPHQVLRQV DQG-VLYHVZBUFKGLWBDXWHAH G)IRY D@&P5W\S
VKDOO EH ILWWHG RQ ERWK VLGHV RI WKH VWDLUV )RU VWDLUZDMV LQ
SURYLGHG $00 KDQGUDLOV VKDOO EH ILWWHG DW B YHD®GFD Q KFALHK W
DJDLQ LV IURP WKH ODUJHU SDVVHQJHU YHVVH® Q¥HJ®DRQ RYVW R KGN Y
ULJKW VLGH ZKHQ GHVFHQGLQJ
7KH W\SHV DQG VL]HV RI KDQGUDLOV DUH QRW VSHFLILHG LQ &)5 +RZ
ODWHBWDO\GDUG 3UDFWLFH IRU +XPDQ (QJLQHHULQJ 'HVLUKW&RAD 0 DULQH
DSSURYHG -DQXDU\ UHFRPPHQGVY KDQGUDLOV EH o LQ GLDPHWHU
WRS RI WKH VWDLUV DQG UXQ DOO WKH ZD\ WR WKH ERWWRP

7TUHDG FRYHULQJ LV QRW VSHFLILHG HLWKUWNFRPRAQRGVUWIKODMW WKH WeJH
EH PDGH RANDR@Q@RQWHULDO

+HDWLQJ DQG7&RRNBGDLFDEOH VHFWLRQHNDW Q5 D QEX ER)BN MQ %
*HQHYBV@ WHY WKDW 3&RRNLQJ DQG KHDWLQJ HTXLSPHQW PXVW EH VXL
DFFRUGDQFH ZLWK $PHULFDQ %RDW R QIS0 OBIF KW R RM%D AIDOWQ SR W LY I 6\V\
1IDWLRQDO )LUH 3URWHFWLRQ $VVRFLDWLRQ 1)3$% SOLIHOHDMXK WB QG L
H[EFHSW DV UHVWULFWHG E\ * RI WKLV SDUW ~

2WKHU VHFWLRQV SHUWDLQLQJ WR *DV 6\WWHPV &)5 ZLOO DOVF
UHIHU WR VXFK $%<& VWD@EDQB V LDNK I$PL+8& $3HW UR O HHXOP<BD ¥ 0 DIFL BNV W H |
&RPSUHVVHG 1DWXUDO DYG &KRERKWNUHPRV+HDWLQJ DQG $X[EHLDU\ $SSOI

JLUH 3BURWHFWLRQ
JLUH SURWHFWLRQ FRPHUHX QGRWH F W& )RTK WV SPIHFRMWIHPHQWY LQFOXGH
$ &)5 6XESDUW & )LUH UGBLY BQRPONBHY D ILUH SXPS ILUH PDLQ DQG K\
DUH UHTXLUHG E\ &)5-SULPLID)J 3$RZHMU GULYHQ ILUH SXPS PXVW EH LC
L 21 QRW PRUH WKDQ PHWHUV IHHW LQ OHQJWK ZKLFK LV D
LL 21 QRW PRUH WKDQ PHWHUV IHHW LQ OHQJWK WKDW FDU
LLL 21 PRUH WKDQ PHWHUV IHHW LQ OHQJWK ~
1RWH KRZHYHU WKDWUH &SPNHWHY 3$ YHVVHO QRW UHTXLUHG WR KDYH
PXVW KDYH DW OHDVW WKUHH OLWHU JDOORQW IEX FFNRH W V] DLWV R &
VR DV WR EH HDVLO\ DYDLODEOH GXULQJ DQ HPHUJHQF\ 7KH ZRUGV 3),
HDFK EXFNHW ~
$ &)5 6XEXDH® J)LUH ([WLQJIJXLVKLQJ DG@ ZH WK FIVQ\QV HRWWRI® W KLV V
%DVLFDOO\ LW VD\V LI WKH YHVVHO KDV DQ HQFORVHG PDFKLQHU\ VSDF
PDFKLQHU\ VSDFH LV VR VPDOO WKDW WKHUH LV QR URRP IRU D IL[HG IL
WKDW WKH SURYLVLRQV RI SDYLUH )LJEW & & BRUIDEHTDMHELARVD 13)$
7KH\ ERWK UHFRPPHQG WKDW D GLVFKDUJH SRUW EH LVQIVEMDHD OLHGI [HQ W R«
ZLWK D QR]]JOH WR EH GLVFKDUJHG LQWR WKH PDFKDBKIQHNS\D¥SDFHKER Y
DGGLQJ DLU WR WKH ILUH LQ RUGHU WR ILJKW D PDFKLQHU\ VSDFH ILU}


http://www.law.cornell.edu/cfr/text/46/184.202
http://www.law.cornell.edu/cfr/text/46/181.300

$ 2YHUQLJKW DFFRPPRGDWLRQ VSDFHV IRU SDVVHQJHUV DUH UHTXLUHG
,QGHSHQGHQW PRGXODU WRIRN MVWEHWHH\F WAL$QJ LXQBLHEWHQGHQW PRGXO
OHHW 8/ LQFRUSRUDWHG E\ UHIHUHQFH VHH &)5 DQG
GHWHFWRU2$OVR VXLWDEOH IRU XVH LQ SHFUHDWLRQDO 9HKLFOHV |
&RQWDLQ DQ LQGHSHQGHQW SRZHU VRXUFH DQG
$ODUP RQ ORZ SRZHU

7KLV LV VLPLODU WR WKH UHTXLUHPHQWY RI 6HFWLRQ 1)3%

¥ &)5 G UHTXLUHV 3$00 JULGGOHV EURLOHUV DQG GHHS IDW |

FRPSOLDQFH ZLWK ¥ ’

¥ &)5 *DOOH\ KRRG ILUH HIWMWDWIHKLQJ V\VWHPV

: D $ JUHDVH H[WUDFWLRQ KRRG UHTXLUHG E\ &)5 PXVW PHHW 8
RU RWKHU VWDQGDUG VSHFLILHG E\ WKH &RPPDQGDQW

E $ JUHDVH HIWUDFWLRQ KRRG PXVW EH HTXLSSHG ZLPWHKHW LG\ WKHZE B
VHFWLRQV RI 1)3% RU 1)3$ $ ERWK LQFRUSRUDWHG E\ UHIHUHQFH V
&RPPDQGDQW DQG PXVW EH OLVWHG E\ DQ LQGHSHQGHQW ODERUDWRU

.| WKH YHVVHO KDV D JDOOH\ DQG SUHSDUHV IRRG IRU SDVVHQJHUV LW
DXWKRULWLHV ,I WKDW LV WKH FDVH WKH YHVVHO ZI(DKD %V W EOREROG \F RF
&RPPHUFLDO &RRNLQJ (TXLSPHQW

t  &)5 6 X EIFOUWUMDEOH )LUH (JWEQHXLVKHUN OLVWV WKH PLQLPXP QXP
HIWLQJXLVKHUV DV ZHOO DV WKHLU VL]H W\SH DQG SODFHPHQW

$ &)5 J)LUH $/WMDWHV 3$ YHVVHO RI PRUH WKDQ PHWHUV IHHW
ORFDWHG LQ RU DGMDFHQW WR WKH SULPDU\ RSHUDWLQJ VWDWLRQ ~
3)'V 7KH 86&* UHTXLUHV VPDOO LQVSHFWHG SDVVHQJIJWUSYHVEHOV WR
7KH 86&* DOVR UHTXLUHV XQLQVSHFWHG SDVVHQJHU YHVVHOV WR FDBH
, 3)'V KDYH WKH DGYDQWDJH Rl WXUQLQJ DQ XQFRQVFLRXV SHUVRQ IDF|
WKHVH YHVVHOV DV ZHOO DV WKH UHTXLUHG QXPEHU RI 7\SH ,9 WKURZ
LI WKH YHVVHO FDUULHV SDVVHQJHUV DW QLJKW  7IKAF B §&"L E® Al XM_KIRDPDHC
FRQVLGHUDWLRQ DV ZHOO DV FOHDQOLQHVY DQG FRQGLWLRQ ,W VKRX
KHDYLQJ OLQH DWWDFKHG WR WKHP 7KLV DOORZV IRU WKH SHUVRQ LQ
WKURZQ 3)' PLVVHV WKH SHUVRQ LQ WKH ZDWHU

&RQFOXM. EQQ EH VH+R@6 RUSDHBO6\DFKW DQG VPDOO FUDIW VXUYH\RU }
DQG 13)$ VWDQGDUGY FDOOHG RXW LQ &)5 6XEFKDSWHU 7 7KLV JL
YHVVHOV RQ VROH VWDWH ZDWHUV 7KH VXUYH\RU VKRXOG EH IDPLOLD
UHTXLUHPHQWY EHIRUH SHUIRUPLQJ WKLV W\SH RI VXUYH\

6XUYH\RUV DUH DOVR UHPLQGHG RI WKH HWKLFDO UHTXLUHPHQWYV RI St
s6XUYH\RUV VKDOO SHUIRUP VHUYLFHV RQO\ LQEWE&H LRJI DW K DKNVRD Q\K BX O
VWDWHY WKDW 37KH VXUYH\RU ZLOO $FFHSW RQULPYNOJOPMHIHVWHE KD \
SDUWLFXODUO\ WR VWDELOLW\ WHVWLQJ DQG SDVVHQJHU FDSDFLW\ GH


http://www.law.cornell.edu/cfr/text/46/175.600
http://www.law.cornell.edu/cfr/text/46/181.425
http://www.law.cornell.edu/cfr/text/46/181.400
http://www.law.cornell.edu/cfr/text/46/175.600
http://www.law.cornell.edu/cfr/text/46/175.600
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BUHVLGHQW 3XEOLF SHODWLRQV 9LFHRBRMXWLGH QWFH 3UHVEGYVIRMWQJ 9LFH 3UHVL(
Stuart J. McLea, AMS ° Bill Trenkle, AMS ° Lloyd E. Kittredge, AMS ° Kristoffer A. Diel, AMS®
stuartmclea@yahoo.com ELOO#ERDWPDQ F R Pkittsurvey@frontier.com yachtsurveys@msn.com

- - - 504-236-8151

6HFUHWDU\ 7UHDVYRAHGLDWH 3DVW 3UHYERHOWLRQ 9LFH 3UHVLGHERN | VRU
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PDULQHVXUYH\#FRPNMEVOWRHWH#URDGUX REHD FRFP\PDULQH#\DKRR FRP _

OHHWLQJ &¢RQYHQWHRENUVKLS 9LFH 3UHVLGHQW

9LFH 3UHVLGHQ@éorgeJ.(Jim)Sepel,AMSS ,QWHUQDWLRQDO 2IILFH
S .. .
Robert V. Horvath, AMS jimsepel45@gmail.com (IHFXWLYH 'LUHFWRU« ««««« «« « 5KHD 3 ¢
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