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MANSTON AIRPORT DEVELOPMENT CONSENT ORDER EXAMINATION 

COMMENTS ON APPLICANT’S ORAL SUBMISSIONS AT ISH6  

(ENVIRONMENTAL ISSUES) OF 05 JUNE 2019, (PM) 

ADDITIONAL SUBMISSION FROM LOCAL BUSINESS AND INTERESTED PARTY, 

FIVE10TWELVE LTD 

 

 

1. Introduction and General Observations 

In advance of the Applicant’s Written Summary of its Oral Submissions, our 

submission refers to notes and observations during our attendance at the Issue 

Specific Hearing 6 (“ISH6”) of 05 June 2019 and the subsequent recordings of the 

session posted on the UK Planning Inspectorate website, ( EV­027  and  EV­027a ).  

 

1.1. Where we have quoted from statements made in this session, timecodes 

have been referenced in the footnotes corresponding to the relevant 

recording.  

 

2. As a general observation, we continue to have grave concerns over the Applicant’s 

overall approach to the Environmental Impact Assessment, (“EIA”) and 

Environmental Statement (“ES”), research and consultancy work undertaken, lack 

of transparency and briefing and/or coordination of its chosen consultants.  

 

2.1. Frequently throughout all of the hearings ­ including and especially ISH6 ­ 

there is a sense from the Applicant and its team that the various consultants 

assembled are working in silos to such an extent that ‘the right hand doesn’t 

know what the left hand is doing’.  

 

2.2. This manifests itself as interdependencies between different consultants’ 

conclusions and assumptions which are then relied upon by other teams of 

consultants as prima facie source data to produce crucial reports and 

conclusions through secondary or tertiary consultants. 
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2.3. This process appears to be happening without proper scrutiny on behalf of 

the Applicant ­ who, as has already been demonstrated ­ lacks the 

knowledge or expertise of a more experienced Airport Operator or 

Developer. 

 

2.4. The process of producing further reports and data based on questionable 

data sources has also occurred without any challenge or enquiry from the 

Applicant’s secondary and tertiary consultants as to the accuracy, validity or 

viability of the source data. These consultants have to take the Applicant’s 

underlying data on face value and work primarily to the brief of the Applicant 

without any discernible scrutiny. 

 

2.5. As the ExA appears to be aware through its questioning at ISH6, the 

Applicant’s underlying data upon which many of its reports are based ­ e.g. 

the data used to produce noise contour maps ­ has not been made available 

in anything like the full extent possible and is completely lacking in 

transparency. This makes it virtually impossible for any independent 

verification of the data or any results which may be produced from this data ­ 

including the EIA and ES.  

 

2.6. The most notable example of this is the continued reliance on the Azimuth 

Report ­ its Fleet Mix, ATM forecast, business case etc. ­  for key data inputs 

into the EIA and ES. Inevitably, if the underlying source data is corrupt on 

unreliable, then the results will also be equally unreliable.  

 

2.7. We have previously raised significant concerns relating to this issue in our 

Extraordinary Request at Deadline 5, ( REP5­074 ), notably paragraphs 5 ­ 

6.7, and we are aware that concerns have also been raised by Stonehill Park 

and other Interested and Affected Parties.  

 

3. As a general observation, we also note the frequency with which the Applicant and 

its various consultants appear to present assumptions and subjective opinions as 
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fact during the hearings on crucial points, for example, (with bold added for 

emphasis where appropriate):  

 

Re: Fleet Mix 

“...you do your best to come up with a scenario that enables you to model the 

development as you see it at the time. Now,  of course, we are interested in how 

do we limit that, how do we control that , and we take your comments on board. 

But for the purposes of modelling it was a reasonable scenario to adopt as the worst 

case scenario” .   1

 

Re: Ecology Surveys 

“... the important thing for us is very much that we were aware that  these weren’t 

carried out at the time of the assessment  and we put in a mitigation plan based 

on the worst case scenario ­ if you like ­ or a reasonable estimation of the likely 

findings on site and we’ve mitigated accordingly  and have not changed that 

assumption  based on not being able to access the site”   2

 

Re: Committee for Climate Change report and ExA Third Written Question CC.3.1 

“We don’t believe the Climate Change Committee’s research does make any 

difference …  I don’t think it makes any difference  to that advice nor does it make 

any difference to the framework adaptation plan that we’ve proposed”.   3

 

4. Such statements appear to fly in the face of the ExA’s opening remarks with regards 

to the strict requirement for objective and verifiable data, for example, (bold added 

for emphasis): 

 

“The European Court of Justice ­ the Waddenzee Case  ­ has clearly 4

established that in the light of the precautionary principle,  a risk of 

1 Nick Hilton, Wood Group. ISH6 recording Part One ( EV­027 ) at or around 00:22:57 
2 Nick Hilton, Wood Group. ISH6 recording Part One ( EV­027 ) at or around 00:45:34 
3 Nick Hilton, Wood Group. ISH6 recording Part One ( EV­027 ) at or around 01:00:41 
4 ECJ Directive 92/43/EEC,  Case C­172/02 , paragraphs 44­45 
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significant effect exists if it cannot be excluded on the basis of 

objective information ”    5

 

and 

 

“Objective information in this context means  information based on clear 

verifiable fact rather than subjective opinion . It would not normally be 

sufficient for an Applicant to assert that the project will not have an adverse 

effect on the European Site,  nor will it be appropriate for the Competent 

Authority to rely on reassurances based on supposition or 

speculation .”   6

 

5. Fleet Mix 

5.1. During Issue Specific Hearing 6 on Environmental Issues, (“ISH6”), a number 

of claims and statements were made by the Applicant with regards to the 

Fleet Mix assessed in the EIA and ES and what Nick Hilton of Wood refers to 

as  “some acknowledgement that there may be some variability in that fleet 

mix” .   7

 

5.2. Having thus introduced the issue in a somewhat understated manner, Mr 

Hilton continued in the same vein, offering a wholly subjective opinion that: 

 

“We do not believe that they will be significant in any way”   8

 

5.3. As the ExA is aware, during this same hearing, Stonehill Park reiterated the 

observations of Louise Congdon of York Aviation that  

 

...“the Azimuth forecasts included a significant number of ATR 72 planes 

which would not operate under any e­commerce integrator model”   9

5 ISH6 recording Part One ( EV­027 ) at or around 00:11:05 
6 ISH6 recording Part One ( EV­027 ) at or around 00:11:26 
7 ISH6 recording Part One ( EV­027 ) at or around 00:21:20 
8 ISH6 recording Part One ( EV­027 ) at or around 00:21:28 
9 Jamie Macnamara, ISH6 recording Part One ( EV­027 ) at or around 00:25:37 
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5.4. In fact, according to the Applicant’s own Fleet Mix and forecasts, there are 

1,456 ATR 72 ATMs forecast in year two of operation ­ which equates to 

27.7% of the entire fleet ATMs ­ rising to 4,310 ATR 72s ATMs in year twenty, 

which equates to 16.3% of the total fleet ATMs ­ or approximately one in six 

movements.  

 

6. Impact of ATR 72 Fleet Mix on Noise and Air Quality 

 

6.1. As previously stated at paragraph 5.2, Mr Hilton for the Applicant previously 

down­played the impact of this significant proportion of the fleet being a 

turboprop plane, stating his subjective opinion that  “We do not believe that 

they will be significant in any way”   10

 

6.2. This assumption was later reinforced by Michael Humphries QC, acting for 

the Applicant, with regards to air quality emissions, whose opinion was that:  

 

“Air quality is principally driven by surface access movements, not aircraft 

movements, because most of the emissions from the aircraft are high in the 

atmosphere and therefore do not concentrate … they become absolutely 

dispersed, Sir. So, in a sense, the air quality effects are not particularly 

sensitive to the precise aircraft fleet mix”.   11

 

6.3. WIth the greatest respect to the ExA’s stated preference ­ and legal 

obligation ­ for objective information  “based on clear verifiable fact rather 

than subjective opinion”,  we feel it is essential to robustly challenge the 

Applicant’s assertions with regards to the impact of the fleet mix ­ and 

significant presence of ATR­72 Turboprop aircraft in that fleet mix ­ on both 

noise and air quality.  

 

10 ISH6 recording Part One ( EV­027 ) at or around 00:21:28 
11 ISH6 recording Part One ( EV­027 ) at or around 00:26:46 
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6.4. With regards to noise impacts, we refer the ExA to the No Night Flights 

(“NNF”) submission of 14 June 2019, including noise contours independently 

commissioned by NNF and produced by the CAA’s ERCD.   12

 

6.4.1. The NNF noise contours differ from the ERCD noise contours 

commissioned by Five10Twelve Ltd, ( AS­120 ), which mirrored exactly 

the Applicant’s fleet mix,  in that the NNF brief to the CAA included a   

fleet mix with the ATR­72 Turboprop aircraft stripped out and replaced 

with more likely Turbofan aircraft.  

 

6.4.2. Contrary to claims made by the Applicant and its environmental 

consultants, a clear and significant difference can be seen both in the 

size and shape of the NNF contours and numbers of households 

affected, once the ATR­72 Turboprop aircraft are replaced.  

 

6.5. With regards to air quality, we would like to submit for the ExA’s consideration 

a report dated 29 July 2016 and published by the Journal of Geophysical 

Research which presents a strategy for mitigating commercial aviation 

impact on NOx­related emissions based on replacing Turbofan aircraft ­ as 

used by the majority of commercial and cargo aircraft more commonly 

associated with e­commerce integrator models ­ with Turboprop aircraft such 

as the ATR­72.   13

 

6.6. This report, based on all global aviation departures between 2005­2011, 

concludes that a strategy of replacing Turbofan aircraft, (common 

commercial and cargo type), with Turboprop aircraft, (e.g. ATR­72 

significantly present in the Applicant’s fleet mix),  “results in a reduction of 

ground­level  aviation CO and NOx emissions by 33% and 29% 

respectively” .  

 

12  TR020002­004224­AS  : No Night Flights, NNF18, 14 June 2019 
13 APPENDIX: Journal of Geophysical Research: Atmospheres. Research Article 10.1002/2016JD025051 
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6.7. This report also finds that  “aviation CO and hydrocarbons emissions are 

reduced by 79% and 21% with the mitigation strategy” .  

 

6.8. In light of this objective information, the suppositions of the Applicant and its 

environmental consultants must be robustly challenged. Is is simply not 

credible that the existing Environmental Impact Assessment, based on a fleet 

mix comprised of a significant proportion, (between 16% ­ 27.7%), of ATR­72 

aircraft will not be significantly impacted if these turboprop planes are 

replaced by turbofan aircraft.  

 

7. Climate Change and the LHR Judgement 

7.1. Michael Humphries QC, for the Applicant, rebutted questions and concerns 

regarding the Committee for Climate Change NetZero report and the 

subsequent adoption of its key recommendations by the UK Government, 

largely by quoting his first­hand experience in the recent judicial review, 

(“JR”), of London Heathrow’s Third Runway.  

 

7.2. As the ExA is aware ­ and as the ExA was reminded by Mr Humphries ­ this 

legal challenge was fought on environmental grounds. Mr Humphries 

maintained during ISH6 that:  

 

“The  Airports National Policy Statement  was subject to judicial review”   14

 

and 

 

“During those judicial reviews its decision on those grounds of challenge to 

the National Policy Statement failed”.    15

 

7.3. As the ExA will be aware ­ and evidenced in our deadline 6 submission, 

( REP6­039 ),  the specific challenge at JR concerned solely the Airports 

National Policy Statement (“ANPS”), as it relates to London Heathrow’s 

14 ISH6 recording Part One ( EV­027 ) at or around 01:06:17 
15 ISH6 recording Part One ( EV­027 ) at or around 01:07:04 
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North­West Runway. As such, the circumstances of this challenge ­ and the 

defense ­ is not applicable to this case, as detailed at paragraphs 1.5 ­ 1.5.10 

of our DL6 submission, ( REP6­039 ).  

 

7.4. Further, as detailed and evidenced in paragraphs 1.5.5 ­ 1.5.6 of our 

deadline 6 submission, the judgement in this case preserves the unique role 

of the DCO ExA in deliberations on environmental impact and climate 

change which clearly supercede the Heathrow judgement, as follows: 

 

LHR Judgement, Paragraph 601 

“ANPS made clear that an increase in carbon emissions that would have a 

material impact on the ability of Government to meet its carbon reduction 

targets would be a reason to refuse development consent”   16

 

The definition of  “material impact” in this context was found in  Paragraph 

631 (vi)  of the Heathrow Judgement  to fall under the purview of the DCO 17

ExA, as follows:  

 

“Mr Wolfe submitted that, as a matter of law, “material” may mean “more than 

trivial” or “substantial” or may have some other shade of meaning; and 

paragraph 5.82 [of the ANPS] was unclear because it did not set out its 

precise meaning. However, we are unpersuaded. As we have explained, 

such close textual examination is inappropriate for policy documents such as 

the ANPS. In our view, the phrase  “material impact” is a good example of 

“fact and degree” language in a policy document which cannot be 

divorced from, or sensibly interpreted by the court in advance of, the 

factfinding exercise which (in this case) will have to be carried out by 

the Examining Panel and the Secretary of State on a DCO application ”. 

 

7.5. Further, the Heathrow Judgment states at  paragraph 648  that:  

 

16 Appendix 2: The Heathrow Third Runway Litigation (2019) EWHC (Admin) 1069 and 1070  
17  ibid 
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“if scientific circumstances change, it is open to [the Secretary of State] to 

review the ANPS; and, in any event,  at the DCO stage this issue will be 

re visited on the basis of the then up to date scientific position  ”. 

 

7.6. It is not unreasonable, therefore, to conclude that the JR failed partly 

because it was not deemed to be the appropriate forum to raise 

environmental challenges ­ these, it seems, are best kept for the DCO 

process.  

 

7.7. It therefore appears to be a somewhat circular argument on behalf of Michael 

Humphries QC and the Applicant to claim that since the environmental 

challenge failed at JR, this judgement means that the environmental case is 

in any way already settled, specifically as it relates to climate change, and 

not a matter for the DCO ExA to decide.  
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Journal of Geophysical Research: 
Atmosphere 
Research Article 10.1002/2016JD025051 
A mitigation strategy for commercial aviation impact on NOx­related O3 
change 

 
   



A mitigation strategy for commercial aviation
impact on NOx-related O3 change
D. K. Wasiuk1, M. A. H. Khan2, D. E. Shallcross2, R. G. Derwent3, and M. H. Lowenberg1

1Department of Aerospace Engineering, Queen’s Building, University of Bristol, Bristol, UK, 2Atmospheric Chemistry
Research Group, School of Chemistry, University of Bristol, Bristol, UK, 3RD Scientific, Newbury, UK

Abstract An operational mitigation strategy for commercial aircraft impact on atmospheric composition,
referred to as the turboprop replacement strategy (TRS), is described in this paper. The global air traffic
between2005 and2011wasmodeledwith the TRS inwhich turbofanpowered aircraftwere replacedwithnine
chosen turboprop powered aircraft on all routes up to 1700 nautical miles (NM) in range. The results of this
TRSdouble theglobalnumberofdepartures, aswell asglobalmissiondistance,whileglobalmission timegrows
bynearly a factor of 3. However, the globalmission fuel and the emissions of aviationCO2, H2O, and SOx remain
approximatelyunchanged, and the total global aviationCO,hydrocarbons (HC), andNOxemissionsare reduced
by 79%, 21%, and 11% on average between 2005 and 2011. The TRS lowers the global mean cruise altitude
of flights up to 1700 NM by ~2.7 kmwhich leads to a significant decrease in global mission fuel burn, mission
time, distance flown, and the aircraft emissions of CO2, CO, H2O, NOx, SOx, and HC above 9.2 km. The
replacement of turbofans with turboprops in regional fleets on a global scale leads to an overall reduction in
levels of troposphericO3 at the current estimatedmean cruise altitudenear the tropopausewhere the radiative
forcing of O3 is strongest. Further, the replacement strategy results in a reduction of ground-level aviation CO
and NOx emissions by 33 and 29%, respectively, between 2005 and 2011.

1. Introduction

Short-haulflight (intracontinental anddomesticmissions) accounted for 92%of all global departures recorded,
and over a half of the estimated total global emissions of CO2 and NOx between 2005 and 2011 [Wasiuk, 2014].
The short-haul flight generally climbs out to the desired cruise altitude, spends a relatively small proportion of
the totalmission time in cruise, anddescends [Erzberger et al., 1975]. However, long-haulmissions (mostly inter-
continental) require the aircraft to carry large volumes of fuel on board contributing to an increased aircraft
weight,which in turn leads tohigher fuel burn andemissions [Wasiuk et al., 2015]. In termsof fuel consumption,
climb is the most expensive part of any flight. Flight is always more efficient in cruise as, by design, the cruise
altitude is the altitude at which aircraft burn the least amount of fuel. Propulsion for most commercial aviation
aircraft is provided by turbofan or turboprop engines. Both are air-breathing engines in which the turbine pro-
duces work to run the compressors: in a turbofan, the turbine also rotates the fan-housed upstream of the hot
section of the engine, and this fan produces most of the thrust; in a turboprop, the turbine drives a propeller
which generates the majority of the thrust. Turboprop aircraft are better suited than turbofan for short-haul
missions as they spend more time in cruise and are noted for their low fuel consumption [Babikian et al.,
2002]. But the efficient technology (e.g., turboprop) was abandoned in favor of the less efficient and less envir-
onmentally friendly technology (e.g., turbofan) in the 1980s because of the low fuel cost, the advantage of
higher flight speeds, and hence utilization. Turbofans are also chosen in favor of turboprops due to a “level
of passenger service in the form of comfort and perceived safety” [Ryerson and Hansen, 2010]. The findings
in Ryerson andHansen [2010] indicated that rising fuel prices could reverse this trend in the short-haulmarkets,
and they concluded that high fuel costs could potentially overshadow the importance of passenger conveni-
ence. There is a dramatic drop in fuel cost over recent years; however, the environmental cost could tip the
advantage in favor of the turboprop. This can be coupled with the findings on the availability of fuel by
Nygren [2008] which suggest that aviation fuel production is predicted to decrease by several percent a year
after the crude oil production peak is reached. The growth in demand for air traffic, coupled with falling avail-
ability of aviation fuel, “envisages a substantial lack of jet fuel by the year 2026.”

Nowadays, the majority of missions are operated using turbojet and turbofan equipped aircraft. Thus, the
technology (e.g., turboprop) available to us is not being used in the most efficient way possible, i.e., using
the least amount of energy. Recent years have witnessed a shift away from turboprops toward regional
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turbofans, which on a per seat basis are less fuel efficient [Ryerson and Hansen, 2010]. This represents in a sig-
nificant move away from a more environmentally beneficial option. If turboprop aircraft can be utilized on
short-haul missions instead of turbofans, there is potential for increasing fuel efficiency of regional air traffic
on a regional as well as global scale. Such a substitution across regional fleets on a global scale would cause
the global mean cruising altitudes to be lowered.

Theaircraft emissionsofNOx, CO, hydrocarbons (HC), andparticles areof concern in termsof local air quality [Yu
et al., 2004; Peace et al., 2006], and the emissions of CO2, H2O, NOx, SOx and particles are of concern in terms of
global climate change [Rogers et al., 2002; Köhler et al., 2013; Gilmore et al., 2013; Skowron et al., 2015]. Aircraft
emissions of CO2 andH2O released at commercial cruise altitudes can contribute directly to climate change by
increasing the levels of greenhouse gases in the upper troposphere and lower stratosphere. Aircraft NOx emis-
sions have an indirect effect on our climate via tropospheric O3 production and through removal of CH4 [Olsen
et al., 2013;Wasiuk et al., 2016a]. Aircraft SOx emissions can be oxidized in the atmosphere to form sulfate aero-
sol particles, which also contribute to climate change (notably through cooling) [Pitari et al., 2002]. Contrails
from aircraft engines increase cloud cover directly or indirectly causing a positive mean radiative forcing at
the top of the troposphere [Schumann, 2002; Burkhardt and Kärcher, 2011].

Utilizing a turboprop instead of a turbofan on a short-haul mission reduces CO2 and NOx emissions because
of the lower fuel burn [Babikian et al., 2002]; thus, there is a potential for environmental and atmospheric ben-
efit in substituting turbofans with turboprops on short-haul missions. An 8% of all global departures between
2005 and 2011 were estimated as long-haul departures, but this 8% accounted for nearly half of the total glo-
bal mission fuel burn, CO2 and NOx emissions in this time period [Wasiuk, 2014]. Moreover, between 2005 and
2011 long-haul departures increased continuously, by ~40% in total [Wasiuk, 2014]. In the light of these find-
ings, a substitution of turbofans with turboprops on long-haul missions could potentially generate a signifi-
cant saving in terms of the fuel burn, CO2, and NOx emissions. Due to the lack of a design specification for a
possible future long-range turboprop aircraft, we investigated a scenario in this study where all turbofans
were replaced only on short-haul routes with existing turboprop aircraft.

In our recent study [Wasiuk et al., 2015, 2016b], Aircraft Performance Model Implementation (APMI) software
containing a database of global aircraft movements, a model of aircraft performance for all phases of flight
and an aircraft emissions estimation method was used to create a 4-D Aircraft Fuel Burn and Emissions
Inventory for the time period of 2005 to 2011. In this study, the replacement of nine selected turbofan aircraft
by turboprops for flights up to 1700 nautical miles (NM) wasmade to build an amended 4-D Aircraft Fuel Burn
and Emissions Inventory, referred to as the turboprop replacement strategy (TRS) inventory for short. Fuel
burn and emissions of flights over 1700 NM were unchanged in the TRS inventory. The resulting emissions
were redistributed and the global seasonal TRS 3-D NOx Emissions Distribution Fields were created. These
NOx fields were used as an input into the 3-D global Lagrangian chemical transport model (CTM);
STOCHEM-CRI and sensitivity simulations (SS) were performed for each year between 2005 and 2011 to inves-
tigate the impact of TRS relative to the reference inventory on tropospheric composition. In this study, the
estimates of the mission fuel burn, mission time, mission distance, and the emissions of CO2, CO, H2O, HC,
NOx, and SOx due to the replacement of turbofans on short-haul missions by a current make of turboprop
airliner were compared with those due to the original fleet. The global burden and tropospheric distribution
of NOx and O3 under the TRS is also compared with that due to the original fleet.

2. Methods
2.1. Four-Dimensional TRS Aircraft Fuel Burn and Emissions Inventory

Theair trafficmovementstatisticsdatabase from2005 to2011wasminedfromtheglobalairlineschedulesdata,
CAPSTATS (http://www.capstats.com/). The Aircraft Performance Model Implementation (APMI) described in
Wasiuk et al. [2015] was used to generate a 4-D TRS Aircraft Fuel Burn and Emissions Inventory from the aircraft
database. In the TRS inventory, all unique route and aircraft combinations with a mission distance ≤ 1700 NM
(3148 km) were extracted for the time period of 2005 to 2011 and classified according to the aircraft type (tur-
bofan/turboprop) used on the routes as summarized in Figure 1. Each unique route with a mission dis-
tance ≤ 1700 NM serviced with a turbofan was considered for replacement. Nine turboprops from an aircraft
database were selected to be used as the replacement aircraft. International Civil Aviation Organization
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(ICAO) aircraft code, aircraft name,
engine name, and passenger capa-
city of each of the nine turboprop
replacementaircraftwereextracted
from SKYbrary [2016] and cruise
ranges of the replacement aircraft
(in NM) were extracted from
EUROCONTROL [2016] (Table 1).
Only turboprop aircraft with a pas-
senger capacity greater than 40
were selected in order to minimize
the number of departures neces-
sary to carry the original volume of
passengers. All unique routes and
turbofan aircraft combinations
selected for replacement were
parsed and all unique input para-
meter triples (the ICAO aircraft
code, themission type, and themis-
sion distance) were extracted.
Mission type and mission distance
duplicates were removed, and each
unique pair was assigned a turbo-
prop from the turboprop aircraft
available for replacement.

The new parameter triples in TRS
were used as input into the APMI
which assigned mission fuel burn
and the emissions of CO2, CO, H2O,
HC, NOx, and SOx to a simulated
flight trajectory. The output from
the APMI was used to update all
the entries in the reference case
(RC) inventory (the inventory with
the original fleet composition) that
were selected for replacement. A
multiplication factor was used to

calculate the number of turboprop departures required on each route selected for replacement in order
to transport approximately the same volume of passengers as with the turbofans. The original number of
departures associated with a unique route and aircraft combination selected for replacement was adjusted
according to

Figure 1. TRS route replacement details. The top figure in each square is the
number of unique route/aircraft combinations, the middle figure is the
number of unique route-turbofan aircraft combinations with a mission dis-
tance ≤ 1700 NM, and the bottom figure is the percentage of the unique
route-turbofan aircraft combinations with a mission distance ≤ 1700 NM out
of the total number of unique routes and aircraft combinations. The bottom
figure is the proportion of the routes in each category on which an aircraft
type replacement was made. (Note: AS, EU, NA, AF, CA, CB, ME, SA, SW
represent Asia, Europe, North America, Africa, Central America, Caribbean,
Middle East, South America, and Australia, respectively.)

Table 1. TRS Turboprop Replacement Aircraft ICAO Code, Name, Engine Name, Capacity, and Cruise Range

ICAO Aircraft Code Aircraft Name Engine Name Cruise Range (NM) Passenger Capacity

AT43 Alenia ATR-42-300/320 PW120 1700 42
AT45 Alenia ATR-42-500 PW127 1000 42
AT72 Alenia ATR-72 PW127E 1500 66
ATP British Aerospace ATP PW127D 1000 66
DH8C Bombardier Dash 8 Q300 PW123 1000 52
DH8D Bombardier Dash 8 Q300 PW150A 1300 72
F27 Fokker F-27 Friendship PW127B 1500 46
F50 Fokker F-50 PW127B 1900 52
SB20 Saab 2000 AE2100A 1200 52
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departurestp ¼ capacitytf
capacitytp

" departuretf (1)

where departurestp is the adjusted number of departures, capacitytf is the passenger capacity of the turbofan
used on route, capacitytp is the capacity of the turboprop selected as the replacement aircraft, and depar-
turestf is the original number of departures made on route with the turbofan.

The total global aircraft NOx emissions in the TRS inventorywere distributed on a 3-D 5° latitude× 5° longitude
grid resolution [Wasiuk et al., 2016b]. The vertical grid resolution followed the pressure levels and approximate
height bands which are based on the vertical model resolution of the 3-D STOCHEM-CRI chemistry transport
model [Collins et al., 1997;Utembe et al., 2010]. Thenineheightbands across the5°× 5°grid result in thephysical
transport system in the STOCHEMmodel comprising 50,000 constant mass air parcels, the centroids of which
were advected, on a three hour time step, through the model [Collins et al., 1997; Derwent et al., 2008]. The
advection of the parcels was on Lagrangian trajectories, using meteorological data provided by the UK Met
Office. The chemical processes that occurred within the air parcel, together with emission, deposition, mixing,
and removal processes were uncoupled from transport processes to enable local determination of the chem-
istry time step [Utembe et al., 2010]. In previous studies [Stevenson and Derwent, 2009; Stevenson et al., 2004],
STOCHEMwas successfully used for measuring the impact of aviation NOx emissions on climate. In this study,
the new chemical mechanism is added in STOCHEM which is the Common Representative Intermediates
mechanism version 2 and reduction 5 (CRI v2-R5), referred to as “STOCHEM-CRI.” The detailed description of
the CRI v2-R5 mechanism is given by Jenkin et al. [2008],Watson et al. [2008], and Utembe et al. [2009, 2010].
The emission totals of 27 species including CO, NOx, and nonmethane hydrocarbons employed in
STOCHEM-CRI were adapted from the Precursor of Ozone and their Effects in the Troposphere inventory
[Granier et al., 2005]. Emission totals for CH4 were taken from the inverse model study of Mikaloff-Fletcher
et al. [2004], except for the ocean emissions which were taken fromHouweling et al. [2000]. More details about
the global emission data used in STOCHEM-CRI can be found in Khan et al. [2014] andWasiuk et al. [2016a].

The adjusted aircraft NOx emissions from 2005 to 2011 estimated by the TRS 4-D Aircraft Fuel Burn and
Emissions inventory were normalized to give global yearly aviation NOx emissions as an input to
STOCHEM-CRI. A set of seven sensitivity simulations based on the volume and distribution derived from air
traffic movements recorded between 2005 and 2011 were performed in which a detailed 3-D spatial distribu-
tion of the global annual aviation NOx emissions used as input into the CTM was modified to reflect the
changes resulting from the replacement of turbofans with turboprops in regional fleets on a global scale.
All simulations were run with meteorology from 1998 for a period of 24months with the initial 12months
being discarded as a spin-up year. Three sets of results were obtained from the study: a TRS Inventory, global
seasonal TRS 3-D NOx Emissions Distribution Fields, and TRS STOCHEM-CRI sensitivity simulation (SS) results.
These are presented and compared with the reference case (RC) inventory.

3. Results and Discussion
3.1. Global Changes in the Fuel Requirement and Emissions Under the TRS

The absolute and percent changes in the estimated global total number of departures, distance flown, mis-
sion time, mission fuel, and the aviation CO2, CO, H2O, HC, NOx, and SOx emissions resulting under the TRS
during the time period 2005–2011 are given in Table 2. The total global number of departures required under
the TRS in order to transport the same volume of passengers doubles, as does the mission distance, while the
mission time grows by nearly a factor of 3. However, the mission fuel burn reduces by a small amount (0.4%)
on average between 2005 and 2011 under the replacement of turbofan by turboprop on short-haul missions.
An increasing fuel burn would be expected because of the annual increment in departures from 2005 to
2011, but the turbine used on a turboprop burns 25–40% less fuel compared with an equivalent turbofan
engine on short-haul missions per unit thrust [Air Transport Action Group, 2010; Mrazova, 2013]. These com-
bined effects lead to a saving in the total global mission fuel in 2005 under the TRS which turns into a gain
from 2009 onward as shown in Table 2. Consequently, on average between 2005 and 2011, there is negligible
change in the total global mission fuel burn under the TRS despite a doubling of the total global number of
departures. It should be noted that the doubling of number of departures in this theoretical mitigation strat-
egy arises from the consideration here of existing turboprop aircraft, which have limited payload capacities

Journal of Geophysical Research: Atmospheres 10.1002/2016JD025051

WASIUK ET AL. MITIGATION STRATEGY IN AVIATION INDUSTRY 8733



(roughly half that of the average for the shorter-range turbofan aircraft they are replacing). A practical strat-
egy would entail the design and operation of larger-capacity turboprop aircraft so that number of departures
would not double: hence, air traffic management problems would not be incurred; fuel burn and operating
costs would be lower than the theoretical approach. From the perspective of emissions, too, the doubling of
departures represents a conservative scenario.

As the emissions of CO2, H2O, and SOx are directly proportional to the amount of the fuel burned [Penner et al.,
1999], thechanges in thequantityof theseemissionsunder theTRSmirror thatof themission fuelburn.Thetotal
globalaviationemissionsofCO,HC,andNOxontheotherhandalldecrease,HCby0.2 Tg/yr(79%),COby0.2 Tg/yr
(21%), andNOx by 0.4 Tg/yr (11%) on average between 2005 and 2011 comparedwith the original fleet.

Thus, the turboprop replacement strategy investigated is not an efficient scenario in terms of the number of
departures needed to carry the original number of passengers. It was shown that despite a doubling in the
number of departures, mission fuel burn, and emissions of two important greenhouse gases, CO2 and H2O,
and the precursor of aerosol formation, SOx, remained unchanged on average between 2005 and 2011.
More importantly, a significant saving in terms of NOx, CO, and HC emissions was achieved. Turboprops
which were at most half the capacity of an average turbofan assuming a 75.5% load factor were used
[Wasiuk et al., 2015], but turboprops with a much higher passenger capacity would reduce the number of
departures needed. Most flights rarely fly at 100% capacity and thus substituting a turboprop with a slightly
smaller capacity can increase load factor which would be an improvement in terms of efficiency and poten-
tially lead to even greater environmental and atmospheric benefits.

3.2. Global Geographical Distribution Changes of Aviation NOx Emissions Under the TRS

The average (2005–2011) spatial distribution change of the total global aircraft NOx emissions after swapping
turbofan aircraft with turboprop aircraft for short-haulmissions (Figure 2) highlights the affected areas of flight
activity andmajor globalflight pathsbetween5.6 and16.2 kmaltitude. Theallocationof the total global aircraft
NOx emissions between thenorthernhemisphere (NH) and southern hemisphere (SH) under the TRS is virtually
unchanged,with~90%of the total global aircraft NOxemissions released in theNH. Thedistributionof the total
global NOx emissions across the latitudes in the NH changes negligibly as well. The replacement of turbofans
with turboprops in regional fleets on a global scale leads to changes in the global geographical distribution of
the total global aviationNOx emissions between 5.6 and 7.2 km (see Figure 2a)when comparedwith the global
geographical distribution of the total global aviation NOx emissions from the unmodified fleet. The changes
between 5.6 and 7.2 km appear to bemore or less randomly distributed. Between 7.2 and 9.2 km, the replace-
ment leads to a significant increase in the level of aviation NOx emissions by up to 500%. These are concen-
trated in specific regions of the world as seen in Figure 2b. Above 9.2 km, the replacement leads to a
decrease in the level of NOx emissions only with a maximum of 100%. A regional pattern in these changes is
discernible which are shown in Figures 2c and 2d.

3.3. Global Vertical Profiles of Fuel Burn, Mission Time, the Distance Flown, and the Emissions of CO,
HC, and NOx

The estimated global mean cruise altitude of the original fleet between 2005 and 2011 was ~10 km. The
hypothetical replacement of turbofans with turboprops in regional fleets on a global scale leads to a lowering

Table 2. Absolute and Percent Changes in the Estimated Global Annual Total Number of Departures, Mission Distance, Mission Time, Mission Fuel Burn, and the
Emission of CO2, CO, H2O, HC, NOx, and SOx Under the TRS During 2005 to 2011a

Year
Departures

(106)
Mission Distance

(106 km)
Mission
Time (106 h)

Mission Fuel
Burn (Tg) CO2 (Tg) CO (Tg) H2O (Tg) HC (Tg) NOx (Tg) SOx (Tg)

2005 31.8 (112) 36381 (116) 102.8 (183) #2.8 (#1.9) #8.8 (#1.9) #0.25 (#33) #3.5 (#1.9) #0.24 (#85) #0.40 (#12) #0.002 (#1.9)
2006 32.7 (113) 37731 (115) 106.4 (183) #2.2 (#1.5) #7.0 (#1.5) #0.20 (#27) #2.8 (#1.5) #0.20 (#82) #0.41 (#12) #0.002 (#1.5)
2007 35.0 (115) 40581 (116) 114.4 (185) #1.7(#1.1) #5.5 (#1.1) #0.18 (#24) #2.1 (#1.1) #0.18 (#81) #0.43 (#12) #0.001 (#1.1)
2008 35.4 (116) 41130 (115) 116.0 (185) #0.9 (#0.6) #2.9 (#0.6) #0.16 (#22) #1.1 (#0.6) #0.17 (#79) #0.43 (#11) #0.001 (#0.6)
2009 34.8 (117) 40669 (117) 114.4 (188) 0.3 (0.2) 1.1 (0.2) #0.12 (#17) 0.4 (0.2) #0.14 (#77) #0.42 (#11) 0000 (0.2)
2010 36.2 (118) 42836 (118) 120.2 (190) 1.3 (0.8) 4.0 (0.8) #0.10 (#15) 1.6 (0.8) #0.13 (#76) #0.43 (#11) 0.001 (0.8)
2011 38.2 (120) 45518 (118) 127.3 (191) 2.3 (1.3) 7.2 (1.3) #0.08 (#12) 2.8 (1.3) #0.12 (#73) #0.44 (#11) 0.002 (1.3)
Mean 34.9 (116) 40629 (117) 114.5 (186) #0.5 (#0.4) #1.7 (#0.4) #0.20 (-21) #0.7 (#0.4) #0.20 (#79) #0.40 (#11) 0001 (#0.4)

aPercent changes are in parentheses.
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of the global mean cruise altitude of approximately 2.7 kmwhich has a significant effect on the global vertical
distribution changes of the fuel burned, mission time, the distance flown, and the aircraft emissions of CO,
HC, and NOx for the time period of 2005–2011 (Figure 3). In this study, we used low resolution of the vertical
distributions of the global aircraft NOx emissions and found the shape of the vertical profiles of NOx emissions
between 2005 and 2011 under the TRS with a substantial reduction of 50% at 11.8–16.2 km, a reduction of
20% at 9.2–11.8 km, and a significant increase of 110% at 7.2–9.2 km on average between 2005 and 2011
(Figure 3f). As the vertical distribution changes of the global total CO2, H2O, and SOx emissions qualitatively
mirror that of fuel burn, they are not presented here. Federal Aviation Administration [2005] reported that
roughly 90% of aircraft emissions except HC (70%) and CO (70%) were produced at cruise, climb, and descent
altitude, and the remainder was emitted during landing, takeoff, and ground-level operations. Thus, the most
significant positive changes in the vertical distribution of the total global mission fuel burn (up to 200%), mis-
sion time (up to 1700%), the distance flown (up to 1100%) and the emissions of CO (up to 270%), and NOx (up
to 110%) are found between 7.2 and 9.2 km (Figure 3) due to the lower estimated global mean cruise altitude
resulting from the TRS between 2005 and 2011. The lowering of the global mean turboprop cruise altitude
also leads to a decrease in global mission fuel burn, mission time, the distance flown, and the aircraft emis-
sions of CO, NOx, and HC above 9.2 km. The mission distance and the mission time increase at all altitudes
up to 9.2 km because of the increased departures for the time period of 2005 to 2011 (Figures 3b and 3c).
The fuel burn under the TRS might be expected to increase at all altitudes up to 9.2 km with increasing mis-
sion distance and mission times, but turboprop-equipped aircraft require significantly less runway for takeoff
and landing than turbofan powered aircraft of the same size [SKYbrary, 2016] resulting in decreases of fuel
burn at the lowest model layer. Emissions of CO2, CO, H2O, HC, SOx, and NOx decrease at the majority of
the altitudes (see Figure 3) because of their decreased emissions from efficient turboprop aircraft engine

Figure 2. The global geographical distribution of the average (2005–2011) percent change in the total global aviation NOx
emissions under the TRS (a) 5.6–7.2 km, (b) 7.2–9.2 km, (c) 9.2–11.8 km, and (d) 11.8–16.2 km.
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technology within the combustor compared with that of turbofan engines [George et al., 1969]. At ground
level, emissions of CO and NOx decrease by 33 and 29%, respectively, on average between 2005 and 2011.
Overall, the contribution of turboprops to atmospheric pollution (e.g., CO2, H2O, NOx, SOx) is significantly
higher at 7.2–9.2 km, but their emissions under the TRS at ground level and upper troposphere (9.2–
16.2 km) decrease their atmospheric composition significantly.

3.4. Global Budget of
Tropospheric O3

The substitution of turbofans by tur-
boprops in regional fleets on a global
scale decreases the global annual
mean burden of NOx by 4.0 Gg (0.8%)
which resulted in a decrease of global
annual tropospheric burden of PAN
by 1.7 Gg (0.3%). The global annual
mean tropospheric burden of O3

decreasedby 0.9 Tg (0.3%) on average
between 2005 and 2011, and as a con-
sequence of decreased O3 levels, the
global annualmean tropospheric bur-
den of OH decreases by 0.002Gg
(0.8%). Table 3 shows the global O3

budget under the TRS in which both
total production and loss decrease
slightly by 11.6 Tg/yr (0.1%) and
11.1 Tg/yr (0.1%), respectively. Two
dominant chemical production chan-
nels, HO2 +NO and CH3O2 +NO,

Figure 3. Percent changes in the vertical distribution of the estimated total global (a) mission fuel burn, (b) mission time, (c)
distance flown, (d) CO emissions, (e) HC emissions, and (f) NOx emissions, resulting under the TRS relative to the original
fleet during 2005 to 2011. x axis error bar represents the standard deviation of the annual total percentage changes across
the 7 years. The vertical scale corresponds to the vertical levels in the STOCHEM-CRI model and the vertical point locations
represent the midpoint of each model layer, while the y axis error bar represents the model layer thickness.

Table 3. The Average Absolute and Percent Change in the Global
Tropospheric O3 Budget Terms Simulated by the STOCHEM-CRI Under
the TRS During 2005 to 2011

Species Average Δ (Tg/yr) Average %Δ

Chemical Production
HO2 + NO #9.6 #0.2
CH3O2 + NO #1.7 #0.1
CH3CO3 + NO #0.1 #0.0
Isoprene peroxy + NO 0.0 0.0
HOCH2CH2O2 + NO #0.0 #0.0
Other RO2 + NO #0.1 #0.0
Other #0.1 #0.1
Stratospheric influx 0.0 0.0
Total production #11.6 #0.1

Chemical Loss
O(1D) + H2O→ 2OH #3.1 #0.1
HO2 +O3→OH+ 2O2 #1.0 #0.1
OH +O3→HO2 +O2 #3.5 #0.5
Other #0.5 #0.1
Dry deposition #3.0 #0.1
Total loss #11.1 #0.1
Production# loss #0.5 #0.6
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decreaseby9.6 Tg/yr(0.2%)and1.7 Tg/yr(0.1%)respectively,whiletheotherchannelsremainunchanged.There
is a decrease in all channels that make up the chemical loss, themost being OH+O3 at 3.5 Tg/yr (0.5%). Net O3

productiondecreasesby0.5 Tg/yr(0.6%)onaverageundertheTRS. IntheNOx-saturatedregime(taxiout, takeoff,
approach, landing,andtaxi-inphaseswhenVOC/NOxratio issmall), thedecreasedNOxatgroundlevelunderTRS
(Figure3f) leadstonosignificantchangeinO3mixingratios.However, in theNOxsensitiveregime(ascent,cruise,
and descent phases when VOC/NOx ratio is high), the significant decrease in NOx at 9.2–16.2 km (Figure 3f)
reduces O3mixing ratios notably. There is an overall reduction in levels of tropospheric O3 after substitution of
turbofans by turboprops onaglobal scale in regionalfleets on short-haulmissionswhichwouldbe an improve-
ment in terms of environmental pollution.

3.5. Global Geographical NOx and O3 Distribution

Figure 4 shows the global zonal distribution of the average percent changes in NOx andO3mixing ratios under
the TRS. Following the replacement of turbofans by turboprops in regional fleets on a global scale and conse-
quently lowering the estimated global mean cruise altitude, the concentration of NOx is generally suppressed
by 5–10% above 9.2 km in the NH. In particular, there are two areas of greatest negative changes: one of up to
10%between30°Sand40°S in theSHandoneof up to25%between25°Nand55°N in theNHat 11.8–16.2 kmas
seen in Figure 4. Brazil and southern coast of Australia emerge as newNOxmixing ratio hot spots during 2005–
2011 [Wasiuk et al., 2016a]; the TRS replacement strategy reduces theNOx change in Brazil andAustraliamostly
which reflects thenegativeNOxchange in theSH.Between7.2 and9.2 kmNOxmixing ratios are increasedbyup
to 8%which can be attributed to the lowering of the global mean cruise altitude under the TRS.

Figure 4. Global zonal distribution of the average percent changes in (a) NOx and (b) O3 under the TRS for the seven sen-
sitivity simulations (2005–2011).

Figure 5. Global geographical distribution of the average percentage change in NOx mixing ratios under the TRS for the
seven sensitivity simulations (2005–2011) (a) between 11.8 and 16.2 km and (b) between 7.2 and 9.2 km.
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Following the reduction in NOx concentrations due to the substitution of turbofans by turboprops in regional
fleets on a global scale, overall O3 mixing ratios decrease and most notably between 10°N and 90°N starting
at 9.2 km (Figure 4b). The greatest decrease (≥2%) takes place at 11.8–16.2 km, between 25°N and 50°N. When
averaged zonally, no increase in O3 mixing ratios corresponding to the increases in NOx concentrations is
seen between 7.2 and 9.2 km.

The global geographical distribution and magnitude of the NOx changes under the TRS at 11.8–16.2 km and
7.2–9.2 km are shown in Figure 5. Globally, the reduction in NOx mixing ratios at 11.8–16.2 km is found to be
8% and regionally up to 50% reduction has been found over the North American east coast (Figure 5a).
Figure 5b shows the positive changes in the geographical distribution of NOx at 7.2–9.2 km where the global
mean change (2%) and the regional change (up to 40% in central mainland Europe, and the east coast of
North America) have been observed.

The decreased aircraft NOx emissions at 11.8–16.2 km (NOx sensitive region) under the TRS leads to a decrease
in global mean O3 mixing ratios by 0.8% and regional O3 mixing ratios by up to 2.5% (2 ppb) over the North
American east coast (Figures 6a and 6c), but the aircraft emit an increased amount of NOx at 7.2–9.2 km (NOx

sensitive region) under TRS where the additional NOx leads to a decrease in global mean O3 mixing ratios by
0.3% and an increase in regional O3 mixing ratios by up to 0.2% (2 ppb) North Atlantic Ocean, southern
Europe, and south East Asia (Figures 6b and 6d). The increases in the concentration of O3 are found between
7.2 and 9.2 km due to the lowering of the estimated global mean cruise altitude and the displacement of the
total global aviation NOx emissions to a lower altitude materialize away from the continents and over the
oceans. A belt of decreased O3 levels at 0–30°N stretches from the east to the west (Figure 6b); hence, despite
increased NOx levels between 7.2 and 9.2 km, there are negative changes in O3 levels (1%) in this region. In
terms of the impact on the global climate, the turboprop replacement strategy resulted in an average overall

Figure 6. Global geographical distribution of the average percentage changes in O3 mixing ratios under the TRS for
2005–2011 (a) between 11.8 and 16.2 km and (b) between 7.2 and 9.2 km. Global geographical distribution of the absolute
changes in O3 mixing ratios under the TRS for 2005–2011 (c) between 11.8 and 16.2 km and (d) between 7.2 and 9.2 km.
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decrease of O3 in the entire modeling domain, in particular, nearest to the tropopause where the radiative for-
cing of O3 is strongest [Brasseur et al., 1998]. This is likely to be in a regime closer to the net O3 production com-
pensation point (the point at which the net O3 production is equal to zero), which is preferable in terms of the
atmospheric impact. Thefindings in the study are inqualitative agreementwith the results ofGreweet al. [2002]
and Søvde et al. [2014] where they found reduced levels of O3 after lowering the cruise altitude by 1 km and
0.6 km, respectively. However the magnitudes of O3 changes cannot be compared because of the different
methodology used and the smaller altitude decrease considered in the Grewe et al. [2002] and Søvde et al.
[2014] studies. We have not assessed the potential of TRS strategy on the long-term effects of NOx emissions,
effects of CO2 emissions, changes in contrail coverage, or aircraft-produced aerosol emissions. However, con-
sidering the relationship of the radiative forcingwith the cruise altitude [Søvde et al., 2014], it can be concluded
that the TRS strategy reduces the global O3 levels by up to 2 ppb (Figure 6c) which subsequently reduces the
radiative forcing (RF) by 2–3mWm#2. The total RF from aviation (in 2005, excluding cirrus effects) is
~55mWm#2 [Lee et al., 2009], i.e., the mitigation strategy may reduce total aviation RF by ~5%.

4. Conclusion

A theoretical mitigation strategy for commercial aircraft impact on tropospheric composition referred to as
the turboprop replacement strategy (TRS), where all turbofans on short-haul routes were replaced with exist-
ing turboprops, was investigated in the study. With increasing the number of global departures under TRS,
the global levels of emissions of CO2, H2O, and SOx changed in line with mission fuel burn, i.e., remained
approximately unchanged on average between 2005 and 2011, while total global aviation CO, HC, and
NOx emissions were reduced by 79, 21, and 11% on average between 2005 and 2011. TRS would lead to
an estimated lowering of the global mean cruise altitude of flights up to 1700 NM by approximately 2.7 km
which resulted in significant changes in the global geographical distribution of the total global aviation emis-
sions above 7.2 km. At ground level, NOx and CO mixing ratios were reduced by 29 and 33%, respectively,
between 2005 and 2011.

Themanipulation of the aviation NOx emissions between 2005 and 2011 due to TRS has the effect of decreas-
ing the tropospheric burden of O3 by 0.9 Tg. The net O3 production decreases by 0.5 Tg (0.6%) between 2005
and 2011. TRS leads to a substantial decrease of NOx mixing ratios at the current estimated mean cruise alti-
tude near the tropopause. The displacement of the total annual global aviation NOx emissions to the lower
altitude between 7.2 and 9.2 km leads to an overall decrease of O3 at that altitude. The findings from this
study imply that the substitution of turbofans with turboprops on a global scale in regional fleets on short
haul missions would lead to an overall reduction in levels of tropospheric O3 in a region of the atmosphere
where it is most harmful in terms of the radiative forcing of climate change.

A reduction in surface NOx, CO, and HC local to airports is a matter of much current debate, but it should be
noted that studies have shown that there is a direct relationship between such compounds and negative
health outcomes and that such exposure can have long-term impacts [Janke et al., 2009; Hansell et al., 2015],
and so any reduction in primary emissions would be welcome. The global model used here will not be able
to resolve changes in O3 on city wide and regional scales and so O3may increase during outflow as the airport
is likely to be in a NOx-saturated, VOC-limited environment, but total O3 production will scale approximately
withNOx away fromurbanareas and so any reduction inNOx is likely to reduce surfaceO3 regionallywithmulti-
ple health benefits for animals, plants, and building structures [e.g., Jenkin and Clemitshaw, 2000].
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DLUFUDIW XVLQJ LW SDVVLQJ RYHU &HQWUDO /RQGRQ LQ WDNLQJ RII RU ODQGLQJ. $V D UHVXOW, 
ZKHWKHU LWV FDSDFLW\ VKRXOG EH H[SDQGHG E\ FRQVWUXFWLQJ D WKLUG UXQZD\ KDV EHHQ  D  
ORQJ-VWDQGLQJ TXHVWLRQ RI QDWLRQDO LPSRUWDQFH DQG DFXWH SROLWLFDO FRQWURYHUV\. ,Q WKHVH 
FODLPV, WKH ODWHVW VWDWHPHQW RI *RYHUQPHQW SROLF\ VXSSRUWLQJ VXFK H[SDQVLRQ LV 
FKDOOHQJHG. 

2.  2Q 26 -XQH 2018, WKH 6HFUHWDU\ RI 6WDWH IRU 7UDQVSRUW (³WKH 6HFUHWDU\ RI 6WDWH´) 
GHVLJQDWHG ³$LUSRUWV 1DWLRQDO 3ROLF\ 6WDWHPHQW� QHZ UXQZD\ FDSDFLW\ DQG 
LQIUDVWUXFWXUH DW DLUSRUWV LQ WKH 6RXWK (DVW RI (QJODQG´ (³WKH $136´) XQGHU VHFWLRQ 5 
RI WKH 3ODQQLQJ $FW 2008 (³WKH 3$ 2008´). 7KH $136 VHW RXWV WKH *RYHUQPHQW¶V SROLF\ 
RQ WKH QHHG IRU QHZ DLUSRUW FDSDFLW\ LQ WKH 6RXWK (DVW RI (QJODQG DQG LWV SUHIHUUHG 
ORFDWLRQ DQG VFKHPH WR PHHW WKDW QHHG, QDPHO\ D WKLUG UXQZD\ DW +HDWKURZ WR WKH QRUWK 
ZHVW RI WKH FXUUHQW UXQZD\V (³WKH 1:5 6FKHPH´). 

3.  ,Q WKHVH IRXU FODLPV, WKH &ODLPDQWV VHHN WR FKDOOHQJH WKDW GHVLJQDWLRQ GHFLVLRQ. 7KH 
FODLPV DUH OLQNHG DQG, IROORZLQJ FDVH PDQDJHPHQW E\ +ROJDWH -, ZHUH KHDUG WRJHWKHU. 
7KHUH LV D ILIWK FODLP, UDLVLQJ VRPHZKDW GLIIHUHQW LVVXHV, KHDUG E\ D GLIIHUHQW EXW 
RYHUODSSLQJ FRQVWLWXWLRQ LPPHGLDWHO\ IROORZLQJ, ZKLFK LV WKH VXEMHFW RI D VHSDUDWH 
MXGJPHQW (>201�@ (:+& 106� ($GPLQ)) (³WKH 6HFRQG -XGJPHQW´). 

4.  %\ GLUHFWLRQ RI +ROJDWH -, WKH DSSOLFDWLRQ IRU SHUPLVVLRQ WR SURFHHG ZDV OLVWHG EHIRUH 
XV RQ D UROOHG-XS EDVLV, L.H. WKDW ZH ZRXOG GHDO ZLWK WKH DSSOLFDWLRQ IRU SHUPLVVLRQ DQG, 
LI LW ZHUH JUDQWHG, WKH VXEVWDQWLYH DSSOLFDWLRQ LQ D VLQJOH KHDULQJ. $V D UHVXOW, ZH KHDUG 
IXOO DUJXPHQW RQ DOO LVVXHV.   

5.  7KLV MXGJPHQW KDV WKH IROORZLQJ SDUWV (ZLWK WKHLU SDUDJUDSK QXPEHUV)� 

,QWURGXFWLRQ  1-5 

3DUWLHV  6-13 

(YLGHQFH  14-15 

6WUXFWXUH RI WKH -XGJPHQW  16-1� 

3ODQQLQJ $FW 2008  20-41 

)DFWXDO %DFNJURXQG  42-85 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y  
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW� 

3UHOLPLQDU\ 3RLQW 1� ³1DWLRQDO SROLF\´ DQG 86-�0  
³*RYHUQPHQW SROLF\´  

106(1)(E)� 7KH 5HODWLRQVKLS EHWZHHQ WKH $136  
DQG WKH '&2 3URFHVV  

SROLF\´  

5HTXLUHPHQWV  

2XVWHU/6XVSHQVLRQ &ODXVH  

3UHOLPLQDU\ 3RLQW 2� 6HFWLRQV 87(3)(E) DQG �1-112  

3UHOLPLQDU\ 3RLQW 3� 6HFWLRQ 5(7)� ³5HDVRQV IRU WKH 113-123  

3UHOLPLQDU\ 3RLQW 4� 6HFWLRQ 7� &RQVXOWDWLRQ 124-137  

3UHOLPLQDU\ 3RLQW 5� 6HFWLRQ 13� 7KH (IIHFW RI WKH 138-140  

3UHOLPLQDU\ 3RLQW 6� 6WDQGDUG RI 5HYLHZ 141-184  

6XUIDFH $FFHVV 185-21�  

$LU 4XDOLW\ 220-285  

+DELWDWV 286-373  

6WUDWHJLF (QYLURQPHQWDO $VVHVVPHQW 374-502  

&RQVXOWDWLRQ 513-552  

%LDV 553-557  

&OLPDWH &KDQJH 558-660  

+XPDQ 5LJKWV 661-665  

'LVSRVDO 666-668  

3RVWVFULSW 66�  
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

$SSHQGL[ $� *URXQGV 

$SSHQGL[ %� ,VVXHV 

$SSHQGL[ &� 7HUPV DQG $EEUHYLDWLRQV 

7KH�3DUWLHV�

6.  7KHUH DUH IRXU FODLPV EHIRUH XV. 

7.  ,Q &ODLP 1R &2/308�/2018, WKHUH DUH VHYHQ &ODLPDQWV LQFOXGLQJ WKH /RQGRQ %RURXJK 
RI +LOOLQJGRQ (³+LOOLQJGRQ´), LQ ZKLFK +HDWKURZ LV VLWXDWHG, DQG IRXU DGMDFHQW /RQGRQ 
%RURXJKV. 7KH VL[WK &ODLPDQW LV WKH 0D\RU RI /RQGRQ (³WKH 0D\RU´), DQ HOHFWHG RIILFH 
HVWDEOLVKHG E\ VHFWLRQ 2 RI WKH *UHDWHU /RQGRQ $XWKRULW\ $FW 1��� (³WKH */$ $FW´) 
ZKR, ZLWK WKH /RQGRQ $VVHPEO\, IRUPV WKH *UHDWHU /RQGRQ $XWKRULW\ (³WKH */$´).  
8QGHU WKH */$ $FW, WKH 0D\RU LV UHTXLUHG WR KDYH LQ SODFH D /RQGRQ (QYLURQPHQW 
6WUDWHJ\ LQFOXGLQJ SURYLVLRQV GHDOLQJ ZLWK DLU TXDOLW\ (VHFWLRQV 362-36�), FOLPDWH 
FKDQJH (VHFWLRQV 361$-361% DQG 316') DQG QRLVH (VHFWLRQ 370). +H LV XQGHU D VSHFLILF 
GXW\ WR DGGUHVV FOLPDWH FKDQJH VR IDU DV *UHDWHU /RQGRQ LV FRQFHUQHG (VHFWLRQ 
361$(2)). 7UDQVSRUW IRU /RQGRQ (³7I/´), ZKLFK LV UHVSRQVLEOH IRU LPSOHPHQWLQJ WKH 
0D\RU¶V VWUDWHJ\ IRU WUDQVSRUW LQ /RQGRQ (VHFWLRQ 154 RI WKH */$ $FW), LV DQ ,QWHUHVWHG 
3DUW\. 7KH RWKHU &ODLPDQW LV *UHHQSHDFH, D QRQ-JRYHUQPHQWDO RUJDQLVDWLRQ FRQFHUQHG 
ZLWK WKH HQYLURQPHQW. :H VKDOO UHIHU WR WKH &ODLPDQWV LQ WKLV FODLP FROOHFWLYHO\ DV ³WKH 
+LOOLQJGRQ &ODLPDQWV´� DQG WR WKH ILYH /RQGRQ %RURXJK &ODLPDQWV DV ³WKH +LOOLQJGRQ 
&ODLPDQW %RURXJKV´. %HIRUH XV, 1LJHO 3OHPLQJ 4& DSSHDUHG IRU WKH +LOOLQJGRQ 
&ODLPDQWV H[FOXGLQJ WKH 0D\RU� DQG %HQ -DIIH\ 4& DQG )ORUD 5REHUWVRQ DSSHDUHG IRU 
WKH 0D\RU. ,Q DGGLWLRQ, &DWKHULQH 'REVRQ DQG 6WHSKDQLH 'DYLG DOVR DSSHDUHG IRU DOO 
WKH +LOOLQJGRQ &ODLPDQWV. 

8.  ,Q &ODLP 1R &2/3147/2018, )ULHQGV RI WKH (DUWK /LPLWHG (³)R(´) LV WKH &ODLPDQW. ,W 
LV D QRQ-JRYHUQPHQWDO RUJDQLVDWLRQ SDUWLFXODUO\ FRQFHUQHG ZLWK FOLPDWH FKDQJH. %HIRUH 
XV, LW ZDV UHSUHVHQWHG E\ 'DYLG :ROIH 4&, $QGUHZ 3DUNLQVRQ DQG 3HWHU /RFNOH\. 

�.  ,Q &ODLP 1R &2/314�/2018, WKH &ODLPDQW LV 3ODQ % (DUWK, D FKDULW\ FRQFHUQHG ZLWK 
FOLPDWH FKDQJH.  %HIRUH XV, LW ZDV UHSUHVHQWHG E\ LWV 'LUHFWRU, 7LP &URVODQG. 

10.  )LQDOO\, LQ &ODLP 1R &2/2760/2018, WKH &ODLPDQW LV 1HLO 6SXUULHU, ZKR DSSHDUHG LQ 
SHUVRQ. 

11.  ,Q HDFK FODLP, +HDWKURZ $LUSRUW /LPLWHG (³+$/´) DQG $URUD +ROGLQJV /LPLWHG 
(³$URUD´) DUH ,QWHUHVWHG 3DUWLHV. +$/ LV WKH DLUSRUW RSHUDWRU DW +HDWKURZ, DQG KDV 
SURPRWHG WKH 1:5 6FKHPH.  %HIRUH XV, +$/ ZDV UHSUHVHQWHG E\ 0LFKDHO +XPSKULHV 
4& DQG 5LFKDUG 7XUQH\. $URUD UHSUHVHQWV FRPSDQLHV ZLWKLQ WKH $URUD *URXS ZKLFK 
RZQ D VLJQLILFDQW SURSRUWLRQ RI WKH ODQG ZLWKLQ WKH ERXQGDU\ RI WKH SURSRVHG 1:5 
6FKHPH, DQG ZKLFK SURSRVH WR EXLOG DQG RSHUDWH WKH QHZ WHUPLQDO WKDW ZRXOG EH 
FRQVWUXFWHG DV SDUW RI WKDW VFKHPH. %HIRUH XV, $URUD ZDV UHSUHVHQWHG E\ &KDUOHV %DQQHU 
4& (H[FHSW IRU WKH ILUVW GD\, ZKHQ <DDVHU 9DQGHUPDQ DSSHDUHG). 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

12.  ,Q HDFK FODLP, -DPHV 0DXULFL 4&, 'DYLG %OXQGHOO, $QGUHZ %\DVV DQG +HDWKHU 6DUJHQW 
DSSHDUHG IRU WKH 'HIHQGDQW 6HFUHWDU\ RI 6WDWH. 

13.  1RQH RI WKH RWKHU SDUWLHV PDGH UHSUHVHQWDWLRQV DW WKH KHDULQJ. 

7KH�(YLGHQFH�

14.  7KH DPRXQW RI HYLGHQFH SUHVHQWHG WR XV ZDV HQRUPRXV. ,Q WKLV MXGJPHQW, ZH ZLOO KDYH 
WR UHIHU WR RQO\ D VPDOO SDUW RI LW� EXW ZH FRQVLGHU WKDW LW ZRXOG EH KHOSIXO LI, DW WKLV 
VWDJH, ZH LGHQWLI\ WKH PDLQ ZLWQHVVHV WR ZKRVH HYLGHQFH ZH ZLOO UHIHU. 

L) $OH[ :LOOLDPV LV WKH 'LUHFWRU RI &LW\ 3ODQQLQJ DW 7I/, KDYLQJ EHHQ LQ VHQLRU 
PDQDJHPHQW SRVWV DW 7I/ VLQFH 2007. +H SUHSDUHG WZR VWDWHPHQWV GDWHG 6 $XJXVW 
2018 (DPHQGHG 1 1RYHPEHU 2018) (³:LOOLDPV 1´) DQG 21 'HFHPEHU 2018 
(³:LOOLDPV 2´). 

LL) /XF\ 2ZHQ ZDV WKH ,QWHULP ([HFXWLYH 'LUHFWRU IRU 'HYHORSPHQW, (QWHUSULVH DQG 
(QYLURQPHQW DW WKH */$. 6KH SUHSDUHG D VWDWHPHQW GDWHG 10 $XJXVW 2018 
(DPHQGHG 1 1RYHPEHU 2018) (³2ZHQ´). 

LLL) &RXQFLOORU 5D\PRQG 3XGGLIRRW 0%( LV WKH /HDGHU RI +LOOLQJGRQ /RQGRQ 
%RURXJK &RXQFLO. +H KDV SUHSDUHG WZR ZLWQHVV VWDWHPHQWV GDWHG 6 $XJXVW 2018 
(DPHQGHG 1 1RYHPEHU 2018) (³3XGGLIRRW 1´) DQG 1� 'HFHPEHU 2018 (³3XGGLIRRW 
2´). 

LY) ,DQ 7K\QQH LV WKH 3ODQQLQJ 6SHFLDOLVWV 7HDP /HDGHU DW +LOOLQJGRQ /RQGRQ 
%RURXJK &RXQFLO. +H KDV SUHSDUHG WZR ZLWQHVV VWDWHPHQWV GDWHG 6 $XJXVW 2018 
(DPHQGHG 1 1RYHPEHU 2018) (³7K\QQH 1´) DQG 20 'HFHPEHU 2018 (³7K\QQH 2´). 

Y) 3DXO %DNHU LV WKH /HDG (QYLURQPHQWDO 3ROLF\ 2IILFHU DW +DPPHUVPLWK DQG 
)XOKDP /RQGRQ %RURXJK &RXQFLO. +H KDV SUHSDUHG WZR ZLWQHVV VWDWHPHQWV GDWHG 
6 $XJXVW 2018 (³%DNHU 1´) DQG 20 'HFHPEHU 2018 (³%DNHU 2´). 

YL) &ROLQ 6WDQEXU\ LV WKH $YLDWLRQ 3URMHFW 2IILFHU IRU 5LFKPRQG XSRQ 7KDPHV DQG 
:DQGVZRUWK /RQGRQ %RURXJK &RXQFLOV. +H SUHSDUHG WZR VWDWHPHQWV GDWHG 4 
$XJXVW 2018 (DPHQGHG 1 1RYHPEHU 2018) (³6WDQEXU\ 1´) DQG 20 'HFHPEHU 2018 
(³6WDQEXU\ 2´). 

YLL) &DUROLQH /RZ LV D 6HQLRU &LYLO 6HUYDQW DW WKH 'HSDUWPHQW IRU 7UDQVSRUW (³WKH 
'I7´), DQG KDV EHHQ WKH 'LUHFWRU RI WKH $LUSRUW &DSDFLW\ 3URJUDPPH VLQFH 2015.  
6KH SUHSDUHG WKUHH VWDWHPHQWV GDWHG 2� 1RYHPEHU 2018 (³/RZ 1´), � -DQXDU\ 
201� (DPHQGHG 25 -DQXDU\ 201�) (³/RZ 2´) DQG 22 -DQXDU\ 201� (³/RZ 3´). 

YLLL) 5RJHU -RQHV LV DOVR D 6HQLRU &LYLO 6HUYDQW DW WKH 'I7, MRLQLQJ WKDW 'HSDUWPHQW LQ 
2005. 6LQFH 2015, KH KDV EHHQ DGYLVHU WR WKH $LUSRUW &DSDFLW\ 3URJUDPPH RQ DOO 
VXUIDFH DFFHVV LVVXHV. +H SUHSDUHG WZR VWDWHPHQWV GDWHG 2� 1RYHPEHU 2018 
(³-RQHV 1´) DQG 8 -DQXDU\ 201� (DPHQGHG 25 -DQXDU\ 201�) (³-RQHV 2´).   

L[) 3KLO *UDKDP KDV EHHQ D 6HQLRU &LYLO 6HUYDQW ZLWK WKH 'I7 VLQFH 2006. +H EHFDPH 
+HDG RI $LUSRUWV 3ROLF\ LQ 2012, DQG IURP 2012-15 ZDV +HDG RI WKH $LUSRUWV 
&RPPLVVLRQ (³$&´) 6HFUHWDULDW. +H SUHSDUHG D VWDWHPHQW GDWHG 2� 1RYHPEHU 
201� (³*UDKDP´). 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

[)  8UVXOD 6WHYHQVRQ LV HPSOR\HG E\ :63 3DUVRQV %ULQFNHUKRII (³:63´), DQ 
HQJLQHHULQJ DQG SURMHFW PDQDJHPHQW FRQVXOWDQF\, OHDGLQJ LWV (QYLURQPHQWDO 
$VVHVVPHQW DQG 0DQDJHPHQW 6HUYLFH *URXS LQ WKH 8.. :63 ZDV UHWDLQHG E\ 
WKH 6HFUHWDU\ RI 6WDWH WR DGYLVH RQ HQYLURQPHQWDO LVVXHV LQ WKH GHYHORSLQJ $136 
SROLF\ LQFOXGLQJ WKH VKRUW-OLVWHG VFKHPHV. 0V 6WHYHQVRQ SUHSDUHG WZR VWDWHPHQWV 
GDWHG 2� 1RYHPEHU 2018 (³6WHYHQVRQ 1´) DQG � -DQXDU\ 201� (DPHQGHG 25 
-DQXDU\ 201�) (³6WHYHQVRQ 2´). 

[L)  &KDUOHV 0RUULVRQ LV D 7HFKQLFDO 'LUHFWRU DQG 'HSXW\ +HDG RI (FRORJ\ DW :63.  
+H SUHSDUHG WZR VWDWHPHQWV GDWHG 6 'HFHPEHU 2018 (³0RUULVRQ 1´) DQG � 
-DQXDU\ 201� (³0RUULVRQ 2´). 

[LL)  0LFKDHO /RWLQJD LV D 3ULQFLSDO $FRXVWLF (QJLQHHU DW  :63.  +H  SUHSDUHG WZR 
VWDWHPHQWV GDWHG 28 1RYHPEHU 2018 (³/RWLQJD 1´) DQG � -DQXDU\ 201� (³/RWLQJD 
2´). 

15.  %\ ZD\ RI DGGLWLRQDO DVVLVWDQFH WR WKH FRXUW, IROORZLQJ FDVH PDQDJHPHQW GLUHFWLRQV 
IURP +ROJDWH - UHTXLULQJ WKHP WR GR VR, WKH SDUWLHV SUHSDUHG DQ $JUHHG 6WDWHPHQW RI 
&RPPRQ *URXQG GDWHG 28 -DQXDU\ 201� (³WKH $JUHHG 6WDWHPHQW´), WR ZKLFK DQ 
DGGHQGXP ZDV DJUHHG LQ 0DUFK 201� (³WKH $GGHQGXP WR WKH $JUHHG 6WDWHPHQW´) DQG 
D &OLPDWH &KDQJH $QQH[ DJUHHG EHWZHHQ )R(, 3ODQ % (DUWK DQG WKH 6HFUHWDU\ RI 6WDWH 
RQ 5 )HEUXDU\ 201� (³WKH &OLPDWH &KDQJH $QQH[ WR WKH $JUHHG 6WDWHPHQW´).      

7KH�6WUXFWXUH�RI�WKH�-XGJPHQW�

16.  (DFK &ODLPDQW (RU, LQ WKH FDVH RI WKH +LOOLQJGRQ &ODLPDQWV, JURXS RI &ODLPDQWV), ZKLOVW 
JHQHUDOO\ PXWXDOO\ VXSSRUWLYH, UHOLHV XSRQ KLV RU LWV RZQ JURXQGV RI FKDOOHQJH.  
)XUWKHUPRUH, GXULQJ WKH SURFHGXUDO KHDULQJV, WKH &ODLPDQWV KHOSIXOO\ DJUHHG WR UHVWULFW 
WKHPVHOYHV WR DYRLG GXSOLFDWLRQ LQ WKH SUHVHQWDWLRQ RI WKHLU RUDO VXEPLVVLRQV. 6R, IRU 
H[DPSOH, )R( DQG 3ODQ % (DUWK WRRN WKH OHDG RQ FOLPDWH FKDQJH LVVXHV, WR ZKLFK WKH 
+LOOLQJGRQ &ODLPDQWV DGGHG YHU\ OLWWOH. :H KDYH VHW RXW WKH JURXQGV LQ HDFK FODLP LQ 
$SSHQGL[ $ WR WKLV MXGJPHQW, DOWKRXJK, DV WKH JURXQGV DV RULJLQDOO\ GUDIWHG ZHUH LQ 
VRPH FDVHV EURDG DQG VRPHZKDW LQFKRDWH (DQG WKHLU VFRSH DQG QDWXUH HYROYHG GXULQJ 
WKH FRXUVH RI WKH SURFHHGLQJV WKURXJK WR WKH HQG RI WKH KHDULQJ), ZH KDYH VHW WKHP RXW 
LQ ZKDW ZH XQGHUVWDQG WR EH WKHLU ILQDO IRUP LQ RXU RZQ ZRUGV. :H VKRXOG VWUHVV WKDW 
WKH SUHFLVH IRUPXODWLRQ RI WKHVH JURXQGV LV QRW FULWLFDO.  )RU HDVH RI UHIHUHQFH, ZH KDYH 
QXPEHUHG DOO RI WKH JURXQGV FRQVHFXWLYHO\, *URXQGV 1-22� DQG ZH VKDOO JHQHUDOO\ UHIHU 
WR WKH JURXQGV E\ WKHVH QXPEHUV LQ WKLV MXGJPHQW. 

17.  %HFDXVH RI WKH QXPEHU DQG QDWXUH RI WKH JURXQGV, GXULQJ WKH GLUHFWLRQV KHDULQJV, 
+ROJDWH - RUGHUHG WKH SDUWLHV WR DJUHH D OLVW RI LVVXHV WR EH GHWHUPLQHG E\ WKH FRXUW, 
ZKLFK WKH\ GLG. 7KH OLVW LGHQWLILHV WKH PDLQ LVVXHV ZLWK ZKLFK WKLV FRXUW KDV WR GHDO LQ 
FRQVLGHULQJ WKH JURXQGV RI FKDOOHQJH, DOWKRXJK WKH\ GR QRW GLUHFWO\ FRUUHVSRQG ZLWK 
WKRVH JURXQGV. :H VHW RXW WKH OLVW RI 22 LVVXHV LQ $SSHQGL[ %. :KLOVW ZH ZLOO RI FRXUVH 
QHHG WR DGGUHVV LQ WHUPV HDFK RI WKH JURXQGV UDLVHG, WKH OLVW RI LVVXHV ZDV LQYDOXDEOH LQ 
IRFXVLQJ WKH GHEDWH EHIRUH XV. 

18.  ,Q WKLV MXGJPHQW, DIWHU GHDOLQJ ZLWK WKH SURYLVLRQV RI  WKH  3$ 2008 DQG IDFWXDO 
EDFNJURXQG, ZH ZLOO DGGUHVV D QXPEHU RI SUHOLPLQDU\ LVVXHV RQ WKH VWDWXWRU\ VFKHPH, 
EHIRUH FRQVLGHULQJ WKH JURXQGV RI FODLP LQ VXEMHFW JURXSV DV VHW RXW LQ WKH OLVW RI LVVXHV.  
:H GR QRW SUHWHQG WR KDYH GHDOW ZLWK HYHU\ VXEPLVVLRQ WKDW KDV EHHQ PDGH WR XV ± DQG 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

FHUWDLQO\ QRW HYHU\ SLHFH RI HYLGHQFH SURGXFHG EHIRUH XV ± EXW ZH KDYH GHDOW ZLWK DOO 
WKRVH QHFHVVDU\ WR GHWHUPLQH HDFK JURXQG RI FKDOOHQJH. +DYLQJ GHWHUPLQHG WKH PHULWV 
RI HDFK JURXQG, ZH VKDOO WXUQ WR UHOLHI LQFOXGLQJ, LQ UHVSHFW RI JURXQGV ZKLFK ZH 
FRQVLGHU KDYH QRW EHHQ PDGH JRRG, DV WKLV LV D UROOHG-XS KHDULQJ, ZKHWKHU SHUPLVVLRQ 
WR SURFHHG VKRXOG EH UHIXVHG RU SHUPLVVLRQ VKRXOG EH JUDQWHG EXW WKH VXEVWDQWLYH FODLP 
UHIXVHG. 

1�.  $SSHQGL[ & OLVWV WKH WHUPV DQG DEEUHYLDWLRQV ZH XVH LQ WKLV MXGJPHQW.   

7KH�3ODQQLQJ�$FW������

20.  6WDWXWRU\ UHIHUHQFHV LQ WKLV SDUW RI WKH MXGJPHQW DUH WR WKH 3$ 2008, XQOHVV RWKHUZLVH 
DSSHDUV. 

21.  7KH 3$ 2008 HVWDEOLVKHG D QHZ XQLILHG ³GHYHORSPHQW FRQVHQW´ SURFHGXUH IRU 
³QDWLRQDOO\ VLJQLILFDQW LQIUDVWUXFWXUH SURMHFWV´ GHILQHG WR LQFOXGH FHUWDLQ ³DLUSRUW-
UHODWHG GHYHORSPHQW´ LQFOXGLQJ WKH FRQVWUXFWLRQ RU DOWHUDWLRQ RI DQ DLUSRUW WKDW LV 
H[SHFWHG WR EH FDSDEOH RI SURYLGLQJ DLU SDVVHQJHU VHUYLFHV IRU DW OHDVW 10P SDVVHQJHUV 
SHU \HDU (VHFWLRQV 14 DQG 23). 2ULJLQDOO\, PDQ\ RI WKH SULPDU\ IXQFWLRQV XQGHU WKH $FW 
ZHUH WR EH H[HUFLVHG E\ WKH ,QIUDVWUXFWXUH 3ODQQLQJ &RPPLVVLRQ, HVWDEOLVKHG XQGHU 
VHFWLRQ 1. +RZHYHU, WKRVH IXQFWLRQV ZHUH WUDQVIHUUHG WR WKH 6HFUHWDU\ RI 6WDWH E\ WKH 
/RFDOLVP $FW 2011. 

22.  7KH PLVFKLHIV WKDW WKH $FW ZDV LQWHQGHG WR DGGUHVV ZHUH LGHQWLILHG LQ WKH :KLWH 3DSHU 
SXEOLVKHG LQ 0D\ 2007, 3ODQQLQJ IRU D 6XVWDLQDEOH )XWXUH (&P 7120) (³WKH 2007 :KLWH 
3DSHU´). 3ULRU WR WKH 3$ 2008, D SURSRVDO IRU WKH FRQVWUXFWLRQ RI D QHZ DLUSRUW RU 
H[WHQVLRQ WR DQ DLUSRUW ZRXOG KDYH UHTXLUHG SODQQLQJ SHUPLVVLRQ XQGHU WKH 7RZQ DQG 
&RXQWU\ 3ODQQLQJ $FW 1��0. $Q DSSOLFDWLRQ IRU SHUPLVVLRQ ZRXOG XQGRXEWHGO\ KDYH 
UHVXOWHG LQ D SXEOLF LQTXLU\, ZKHWKHU DV DQ DSSHDO DJDLQVW UHIXVDO RI FRQVHQW RU D GHFLVLRQ 
E\ WKH 6HFUHWDU\ RI 6WDWH WR ³FDOO LQ´ WKH PDWWHU IRU KLV RZQ GHWHUPLQDWLRQ. $V SDUDJUDSK 
3.1 RI WKH 2007 :KLWH 3DSHU VDLG� 

³$ NH\ SUREOHP ZLWK WKH FXUUHQW V\VWHP RI SODQQLQJ IRU PDMRU 
LQIUDVWUXFWXUH LV WKDW QDWLRQDO SROLF\ DQG, LQ SDUWLFXODU, WKH 
QDWLRQDO QHHG IRU LQIUDVWUXFWXUH, LV QRW LQ DOO FDVHV FOHDUO\ VHW RXW.  
7KLV FDQ FDXVH VLJQLILFDQW GHOD\V DW WKH SXEOLF LQTXLU\ VWDJH, 
EHFDXVH QDWLRQDO SROLF\ KDV WR EH FODULILHG DQG WKH QHHG IRU WKH 
LQIUDVWUXFWXUH KDV WR EH HVWDEOLVKHG WKURXJK WKH LQTXLU\ SURFHVV 
DQG IRU HDFK LQGLYLGXDO DSSOLFDWLRQ. )RU LQVWDQFH, WKH DEVHQFH RI 
D FOHDU SROLF\ IUDPHZRUN IRU DLUSRUWV GHYHORSPHQW ZDV LGHQWLILHG 
E\ WKH LQTXLU\ VHFUHWDU\ LQ KLV UHSRUW RQ WKH SODQQLQJ LQTXLU\ DV 
RQH RI WKH NH\ IDFWRUV LQ WKH YHU\ ORQJ SURFHVV IRU VHFXULQJ 
SODQQLQJ DSSURYDO IRU +HDWKURZ 7HUPLQDO 5.  &RQVLGHUDEOH WLPH 
KDG WR EH WDNHQ DW WKH LQTXLU\ GHEDWLQJ ZKHWKHU WKHUH ZDV D QHHG 
IRU DGGLWLRQDO FDSDFLW\. 7KH *RYHUQPHQW KDV VLQFH UHVSRQGHG E\ 
SXEOLVKLQJ WKH $LU 7UDQVSRUW :KLWH 3DSHU WR SURYLGH D 
IUDPHZRUN IRU DLUSRUW GHYHORSPHQW. 7KLV LGHQWLILHV DLUSRUW 
GHYHORSPHQW ZKLFK WKH *RYHUQPHQW FRQVLGHUV WR EH LQ WKH 
QDWLRQDO LQWHUHVW, IRU UHIHUHQFH DW IXWXUH SODQQLQJ LQTXLULHV. %XW 
IRU PDQ\ RWKHU LQIUDVWUXFWXUH VHFWRUV, QDWLRQDO SROLF\ LV VWLOO QRW 
H[SOLFLWO\ VHW RXW, RU LV VWLOO LQ WKH SURFHVV RI EHLQJ GHYHORSHG.´ 
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23.  3DUDJUDSK 3.2 LGHQWLILHG D QXPEHU RI SDUWLFXODU SUREOHPV FDXVHG E\ WKH DEVHQFH RI D 
FOHDU QDWLRQDO SROLF\ IUDPHZRUN. )RU H[DPSOH, LQVSHFWRUV DW SXEOLF LQTXLULHV PLJKW EH 
UHTXLUHG WR PDNH DVVXPSWLRQV DERXW QDWLRQDO SROLF\ DQG QHHG, RIWHQ ZLWKRXW FOHDU 
JXLGDQFH DQG RQ WKH EDVLV RI LQFRPSOHWH HYLGHQFH. 'HFLVLRQV E\ 0LQLVWHUV LQ LQGLYLGXDO 
FDVHV PLJKW EHFRPH WKH PHDQV E\ ZKLFK JRYHUQPHQW SROLF\ ZRXOG EH H[SUHVVHG, UDWKHU 
WKDQ VXFK GHFLVLRQV EHLQJ IUDPHG E\ FOHDU SROLF\ REMHFWLYHV EHIRUHKDQG. ,Q WKH DEVHQFH 
RI D FOHDU IRUXP IRU FRQVXOWDWLRQ DW WKH QDWLRQDO OHYHO, LW FRXOG EH PRUH GLIILFXOW IRU WKH 
SXEOLF DQG RWKHU LQWHUHVWHG SDUWLHV WR KDYH WKHLU VD\ LQ WKH IRUPXODWLRQ RI QDWLRQDO SROLF\ 
RQ LQIUDVWUXFWXUH.  7KH DELOLW\ RI GHYHORSHUV WR PDNH ORQJ-WHUP LQYHVWPHQW GHFLVLRQV LV 
LQIOXHQFHG E\ WKH DYDLODELOLW\ RI FOHDU VWDWHPHQWV RI JRYHUQPHQW SROLF\ DQG REMHFWLYHV, 
DQG PLJKW EH DGYHUVHO\ DIIHFWHG E\ WKH DEVHQFH RI VXFK VWDWHPHQWV. 

24.  7KH 2007 :KLWH 3DSHU SURSRVHG WKDW 1DWLRQDO 3ROLF\ 6WDWHPHQWV (³136V´) ZRXOG VHW 
WKH SROLF\ IUDPHZRUN IRU GHFLVLRQV RQ WKH GHYHORSPHQW RI QDWLRQDO LQIUDVWUXFWXUH. 

³7KH\ ZRXOG LQWHJUDWH WKH *RYHUQPHQW¶V REMHFWLYHV IRU 
LQIUDVWUXFWXUH FDSDFLW\ DQG GHYHORSPHQW ZLWK LWV ZLGHU 
HFRQRPLF, HQYLURQPHQWDO DQG VRFLDO SROLF\ REMHFWLYHV, LQFOXGLQJ 
FOLPDWH FKDQJH JRDOV DQG WDUJHWV, LQ RUGHU WR GHOLYHU VXVWDLQDEOH 
GHYHORSPHQW.´ 

7KH UROH RI 0LQLVWHUV ZRXOG EH WR VHW SROLF\, LQ SDUWLFXODU WKH QDWLRQDO QHHG IRU 
LQIUDVWUXFWXUH GHYHORSPHQW (SDUDJUDSK 3.4). 

25.  3DUDJUDSK 3.11 HQYLVDJHG WKDW DQ\ SXEOLF LQTXLU\ GHDOLQJ ZLWK LQGLYLGXDO DSSOLFDWLRQV 
IRU GHYHORSPHQW FRQVHQW ZRXOG QRW KDYH WR FRQVLGHU LVVXHV VXFK DV ZKHWKHU WKHUH LV D 
FDVH IRU LQIUDVWUXFWXUH GHYHORSPHQW, RU WKH W\SHV RI GHYHORSPHQW PRVW OLNHO\ WR PHHW 
WKH QHHG IRU DGGLWLRQDO FDSDFLW\, VLQFH VXFK PDWWHUV ZRXOG DOUHDG\ KDYH EHHQ DGGUHVVHG 
LQ WKH 136. ,W ZDV VDLG WKDW 136V VKRXOG KDYH PRUH ZHLJKW WKDQ RWKHU VWDWHPHQWV RI 
SROLF\, ZKHWKHU DW D QDWLRQDO RU ORFDO OHYHO� WKH\ VKRXOG EH WKH SULPDU\ FRQVLGHUDWLRQ LQ 
WKH GHWHUPLQDWLRQ RI DQ DSSOLFDWLRQ IRU D ³'HYHORSPHQW &RQVHQW 2UGHU´ (³'&2´) 
(SDUDJUDSK 3.12), DOWKRXJK RWKHU UHOHYDQW FRQVLGHUDWLRQV VKRXOG DOVR  EH WDNHQ LQWR  
DFFRXQW (SDUDJUDSK 3.13). 7R SURYLGH GHPRFUDWLF DFFRXQWDELOLW\, LW ZDV VDLG WKDW 136V 
VKRXOG EH VXEMHFW WR 3DUOLDPHQWDU\ VFUXWLQ\ EHIRUH EHLQJ DGRSWHG (SDUDJUDSK 3.27). 

26.  ,Q OLQH ZLWK WKH 2007 :KLWH 3DSHU UHFRPPHQGDWLRQ, 3DUW 2 RI WKH 3$ 2008 SURYLGHV IRU 
136V ZKLFK JLYH D SROLF\ IUDPHZRUN ZLWKLQ ZKLFK DQ\ DSSOLFDWLRQ IRU GHYHORSPHQW 
FRQVHQW, LQ WKH IRUP RI D '&2, LV WR EH GHWHUPLQHG. 6HFWLRQ 5(1) JLYHV WKH 6HFUHWDU\ RI 
6WDWH WKH SRZHU WR GHVLJQDWH DQ 136 IRU GHYHORSPHQW IDOOLQJ ZLWKLQ WKH VFRSH RI WKH 
$FW� DQG VHFWLRQ 6(1) SURYLGHV WKDW ³>W@KH 6HFUHWDU\ RI 6WDWH PXVW UHYLHZ HDFK >136@ 
ZKHQHYHU WKH 6HFUHWDU\ RI 6WDWH WKLQNV LW DSSURSULDWH WR GR VR´. 

27.  7KH FRQWHQW RI DQ 136 LV JRYHUQHG E\ VHFWLRQ 5(5)-(8) ZKLFK SURYLGH WKDW�   

³(5) 7KH SROLF\ VHW RXW LQ >DQ 136@ PD\ LQ SDUWLFXODU²  

(D) VHW RXW, LQ UHODWLRQ WR D VSHFLILHG GHVFULSWLRQ RI 
GHYHORSPHQW, WKH DPRXQW, W\SH RU VL]H RI GHYHORSPHQW RI 
WKDW GHVFULSWLRQ ZKLFK LV DSSURSULDWH QDWLRQDOO\ RU IRU D 
VSHFLILHG DUHD� 
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(E) VHW RXW FULWHULD WR EH DSSOLHG LQ GHFLGLQJ ZKHWKHU D 
ORFDWLRQ LV VXLWDEOH (RU SRWHQWLDOO\ VXLWDEOH) IRU D VSHFLILHG 
GHVFULSWLRQ RI GHYHORSPHQW�  

(F) VHW RXW WKH UHODWLYH ZHLJKW WR EH JLYHQ WR VSHFLILHG 
FULWHULD� 

(G) LGHQWLI\ RQH RU PRUH ORFDWLRQV DV VXLWDEOH (RU 
SRWHQWLDOO\ VXLWDEOH) RU XQVXLWDEOH IRU D VSHFLILHG 
GHVFULSWLRQ RI GHYHORSPHQW�  

(H) LGHQWLI\ RQH RU PRUH VWDWXWRU\ XQGHUWDNHUV DV 
DSSURSULDWH SHUVRQV WR FDUU\ RXW D VSHFLILHG GHVFULSWLRQ RI 
GHYHORSPHQW�  

(I) VHW RXW FLUFXPVWDQFHV LQ ZKLFK LW LV DSSURSULDWH IRU D 
VSHFLILHG W\SH RI DFWLRQ WR EH WDNHQ WR PLWLJDWH WKH LPSDFW 
RI D VSHFLILHG GHVFULSWLRQ RI GHYHORSPHQW.  

(6) ,I >DQ 136@ VHWV RXW SROLF\ LQ UHODWLRQ WR D SDUWLFXODU 
GHVFULSWLRQ RI GHYHORSPHQW, WKH VWDWHPHQW PXVW VHW RXW FULWHULD WR 
EH WDNHQ LQWR DFFRXQW LQ WKH GHVLJQ RI WKDW GHVFULSWLRQ RI 
GHYHORSPHQW.  

(7) >$Q 136@ PXVW JLYH UHDVRQV IRU WKH SROLF\ VHW RXW LQ WKH 
VWDWHPHQW.  

(8) 7KH UHDVRQV PXVW (LQ SDUWLFXODU) LQFOXGH DQ H[SODQDWLRQ RI 
KRZ WKH SROLF\ VHW RXW LQ WKH VWDWHPHQW WDNHV DFFRXQW RI 
*RYHUQPHQW SROLF\ UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG DGDSWDWLRQ 
WR, FOLPDWH FKDQJH.´  

$V WKLV PDNHV FOHDU, WKH 136 PD\ (EXW LV QRW UHTXLUHG WR) LGHQWLI\ D SDUWLFXODU ORFDWLRQ 
IRU WKH UHOHYDQW GHYHORSPHQW. 

28.  ,Q DGGLWLRQ, XQGHU WKH KHDGLQJ ³6XVWDLQDEOH GHYHORSPHQW´, VHFWLRQ 10 SURYLGHV (VR IDU 
DV UHOHYDQW WR WKHVH FODLPV)� 

³(1) 7KLV VHFWLRQ DSSOLHV WR WKH 6HFUHWDU\ RI 6WDWH¶V IXQFWLRQV 
XQGHU VHFWLRQV 5 DQG 6. 

(2) 7KH 6HFUHWDU\ RI 6WDWH PXVW, LQ H[HUFLVLQJ WKRVH IXQFWLRQV, 
GR VR ZLWK WKH REMHFWLYH RI FRQWULEXWLQJ WR WKH DFKLHYHPHQW RI 
VXVWDLQDEOH GHYHORSPHQW. 

(3) )RU WKH SXUSRVHV RI VXEVHFWLRQ (2) WKH 6HFUHWDU\ RI 6WDWH 
PXVW (LQ SDUWLFXODU) KDYH UHJDUG WR WKH GHVLUDELOLW\ RI² 

(D) PLWLJDWLQJ, DQG DGDSWLQJ WR, FOLPDWH FKDQJH�«´. 

2�. 7KH SURFHVV IRU GHVLJQDWLRQ RI DQ 136 LV DOVR VHW RXW LQ WKH $FW. 0U 3OHPLQJ IRU WKH 
+LOOLQJGRQ &ODLPDQWV HPSKDVLVHG WKDW WKH 2008 $FW UHPRYHG WKH RSSRUWXQLW\ IRU D 
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SURSRVHG GHYHORSPHQW WR EH RSSRVHG DW D SXEOLF LQTXLU\, DQG RQO\ VXEVWLWXWHG WKH PRUH 
UHVWULFWLYH H[DPLQDWLRQ SURFHGXUH. 2Q WKH RWKHU KDQG, WKH 2008 $FW LPSRVHG IRU WKH 
ILUVW WLPH D WUDQVSDUHQW SURFHGXUH IRU WKH SXEOLF DQG RWKHU FRQVXOWHHV WR EH LQYROYHG LQ 
WKH IRUPXODWLRQ RI QDWLRQDO LQIUDVWUXFWXUH SROLF\ LQ DGYDQFH RI DQ\ FRQVLGHUDWLRQ RI DQ 
DSSOLFDWLRQ IRU D '&2. 

30.  %ULHIO\, WKH 6HFUHWDU\ RI 6WDWH SURGXFHV D GUDIW 136, ZKLFK LV VXEMHFW WR (L) DQ DSSUDLVDO 
RI VXVWDLQDELOLW\ (³$R6´) (VHFWLRQ 5(3)), (LL) SXEOLF FRQVXOWDWLRQ DQG SXEOLFLW\ (VHFWLRQ 
7), DQG (LLL) 3DUOLDPHQWDU\ VFUXWLQ\ (VHFWLRQV 5(4) DQG �). ,Q DGGLWLRQ, WKHUH LV D 
UHTXLUHPHQW WR FDUU\ RXW D VWUDWHJLF HQYLURQPHQWDO DVVHVVPHQW (³6($´) XQGHU 'LUHFWLYH 
2001/42/(& RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RQ WKH DVVHVVPHQW RI WKH 
HIIHFWV RI FHUWDLQ SODQV DQG SURJUDPPHV RQ WKH HQYLURQPHQW (³WKH 6($ 'LUHFWLYH´) DV 
WUDQVSRVHG E\ WKH (QYLURQPHQWDO $VVHVVPHQW RI 3ODQV DQG 3URJUDPPHV 5HJXODWLRQV 
2004 (6, 2004 1R 1633) (³WKH 6($ 5HJXODWLRQV´) (VHH UHJXODWLRQ 5(2) RI WKH 6($ 
5HJXODWLRQV). 

31.  7KH FRQVXOWDWLRQ DQG SXEOLFLW\ UHTXLUHPHQWV DUH VHW RXW LQ VHFWLRQ 7, ZKLFK SURYLGHV (VR 
IDU DV UHOHYDQW WR WKHVH FODLPV)�  

³(1) 7KLV VHFWLRQ VHWV RXW WKH FRQVXOWDWLRQ DQG SXEOLFLW\ 
UHTXLUHPHQWV UHIHUUHG WR LQ VHFWLRQV 5(4) DQG 6(7).  

(2) 7KH 6HFUHWDU\ RI 6WDWH PXVW FDUU\ RXW VXFK FRQVXOWDWLRQ, 
DQG DUUDQJH IRU VXFK SXEOLFLW\, DV WKH 6HFUHWDU\ RI 6WDWH WKLQNV 
DSSURSULDWH LQ UHODWLRQ WR WKH SURSRVDO. 7KLV LV VXEMHFW WR 
VXEVHFWLRQV (4) DQG (5). 

(3) ,Q WKLV VHFWLRQ µWKH SURSRVDO¶ PHDQV²  

(D) WKH VWDWHPHQW WKDW WKH 6HFUHWDU\ RI 6WDWH SURSRVHV WR 
GHVLJQDWH DV >DQ 136@ IRU WKH SXUSRVHV RI WKLV $FW RU 

(E) (DV WKH FDVH PD\ EH) WKH SURSRVHG DPHQGPHQW.  

(4) 7KH 6HFUHWDU\ RI 6WDWH PXVW FRQVXOW VXFK SHUVRQV, DQG VXFK 
GHVFULSWLRQV RI SHUVRQV, DV PD\ EH SUHVFULEHG.  

(5) ,I WKH SROLF\ VHW RXW LQ WKH SURSRVDO LGHQWLILHV RQH RU PRUH 
ORFDWLRQV DV VXLWDEOH (RU SRWHQWLDOO\ VXLWDEOH) IRU D VSHFLILHG 
GHVFULSWLRQ RI GHYHORSPHQW, WKH 6HFUHWDU\ RI 6WDWH PXVW HQVXUH 
WKDW DSSURSULDWH VWHSV DUH WDNHQ WR SXEOLFLVH WKH SURSRVDO.  

(6) 7KH 6HFUHWDU\ RI 6WDWH PXVW KDYH UHJDUG WR WKH UHVSRQVHV 
WR WKH FRQVXOWDWLRQ DQG SXEOLFLW\ LQ GHFLGLQJ ZKHWKHU WR SURFHHG 
ZLWK WKH SURSRVDO.´ 

32.  $ SURSRVHG 136 PXVW EH ODLG EHIRUH 3DUOLDPHQW (VHFWLRQ �(2) DQG (8)).  7KH $FW WKXV 
SURYLGHV DQ RSSRUWXQLW\ IRU D FRPPLWWHH RI HLWKHU +RXVH RI 3DUOLDPHQW WR VFUXWLQLVH D 
SURSRVHG 136 DQG WR PDNH UHFRPPHQGDWLRQV� DQG IRU HDFK +RXVH WR VFUXWLQLVH LW DQG 
PDNH UHVROXWLRQV (VHH VHFWLRQ �(4)).     
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33.  $Q 136 LV QRW WKH HQG RI WKH SURFHVV.  ,W VLPSO\ VHWV WKH SROLF\ IUDPHZRUN ZLWKLQ ZKLFK 
DQ\ DSSOLFDWLRQ IRU D '&2 PXVW EH GHWHUPLQHG. 6HFWLRQ 31 SURYLGHV WKDW, HYHQ ZKHUH 
D UHOHYDQW 136 KDV EHHQ GHVLJQDWHG, ³GHYHORSPHQW FRQVHQW´ XQGHU WKH 3$ 2008 LV 
UHTXLUHG IRU GHYHORSPHQW ³WR WKH H[WHQW WKDW WKH GHYHORSPHQW LV RU IRUPV SDUW RI D 
QDWLRQDOO\ VLJQLILFDQW LQIUDVWUXFWXUH SURMHFW´. 6XFK DSSOLFDWLRQV PXVW EH PDGH WR WKH 
UHOHYDQW 6HFUHWDU\ RI 6WDWH (VHFWLRQ 37).     

34.  &KDSWHU 2 RI 3DUW 5 RI WKH $FW PDNHV SURYLVLRQ IRU D SUH-DSSOLFDWLRQ SURFHGXUH. 7KLV 
SURYLGHV IRU D GXW\ WR FRQVXOW SUH-DSSOLFDWLRQ, ZKLFK H[WHQGV WR FRQVXOWLQJ UHOHYDQW 
ORFDO DXWKRULWLHV DQG, ZKHUH WKH ODQG WR EH GHYHORSHG LV LQ /RQGRQ, WKH */$ (VHFWLRQ 
42). 7KHUH DUH DOVR GXWLHV WR FRQVXOW WKH ORFDO FRPPXQLW\, DQG WR SXEOLFLVH DQG WR WDNH 
DFFRXQW RI UHVSRQVHV WR FRQVXOWDWLRQ DQG SXEOLFLW\ (VHFWLRQV 47-4�� DQG VHH DOVR 
UHJXODWLRQ 12 RI WKH ,QIUDVWUXFWXUH 3ODQQLQJ ((QYLURQPHQWDO ,PSDFW $VVHVVPHQW) 
5HJXODWLRQV 2017 (6, 2017 1R 572), ZKLFK PDNHV SURYLVLRQ IRU SXEOLFDWLRQ RI DQG 
FRQVXOWDWLRQ RQ SUHOLPLQDU\ HQYLURQPHQWDO LQIRUPDWLRQ). $Q\ DSSOLFDWLRQ IRU D '&2 
PXVW EH DFFRPSDQLHG E\ D FRQVXOWDWLRQ UHSRUW (VHFWLRQ 37(3)(F))� DQG DGHTXDF\ RI 
FRQVXOWDWLRQ LV RQH RI WKH FULWHULD IRU DFFHSWDQFH RI WKH DSSOLFDWLRQ (VHFWLRQ 55(3) DQG 
(4)(D)). 

35.  3DUW 6 RI WKH 3$ 2008 LV FRQFHUQHG ZLWK ³'HFLGLQJ DSSOLFDWLRQV IRU RUGHUV JUDQWLQJ 
GHYHORSPHQW FRQVHQW´. 2QFH WKH DSSOLFDWLRQ KDV EHHQ DFFHSWHG, VHFWLRQ 56 UHTXLUHV WKH 
DSSOLFDQW WR QRWLI\ SUHVFULEHG ERGLHV DQG DXWKRULWLHV DQG WKRVH LQWHUHVWHG LQ WKH ODQG WR 
ZKLFK WKH DSSOLFDWLRQ UHODWHV, ZKR EHFRPH ³LQWHUHVWHG SDUWLHV´ WR WKH DSSOLFDWLRQ 
(VHFWLRQ 102). 7KH QRWLILFDWLRQ PXVW LQFOXGH D QRWLFH WKDW LQWHUHVWHG SDUWLHV PD\ PDNH 
UHSUHVHQWDWLRQV WR WKH 6HFUHWDU\ RI 6WDWH. 6HFWLRQ 60(2) SURYLGHV WKDW ZKHUH D '&2 
DSSOLFDWLRQ LV DFFHSWHG IRU H[DPLQDWLRQ WKHUH LV D UHTXLUHPHQW WR QRWLI\ DQ\ ORFDO 
DXWKRULW\ IRU WKH DUHD RQ ZKLFK ODQG WKH VXEMHFW RI WKH DSSOLFDWLRQ FRQFHUQHG UHODWHV LV 
ORFDWHG (VHH VHFWLRQ 56$)) DQG, ZKHUH WKH ODQG WR EH GHYHORSHG LV LQ /RQGRQ, WKH */$, 
LQYLWLQJ WKHP HDFK WR VXEPLW D ³ORFDO LPSDFW UHSRUW´ (VHFWLRQ 60(2)). 

36.  7KH 6HFUHWDU\ RI 6WDWH PD\ DSSRLQW D SDQHO RU D VLQJOH SHUVRQ WR H[DPLQH WKH DSSOLFDWLRQ 
(³WKH ([DPLQLQJ $XWKRULW\´) DQG WR PDNH D UHSRUW VHWWLQJ RXW LWV ILQGLQJV DQG 
FRQFOXVLRQV, DQG D UHFRPPHQGDWLRQ DV WR WKH GHFLVLRQ WR EH PDGH RQ WKH DSSOLFDWLRQ.  
7KH H[DPLQDWLRQ SURFHVV ODVWV VL[ PRQWKV, XQOHVV H[WHQGHG (VHFWLRQ �8)� DQG WKH 
H[DPLQDWLRQ WLPHWDEOH LV VHW RXW LQ WKH ,QIUDVWUXFWXUH 3ODQQLQJ (([DPLQDWLRQ 3URFHGXUH) 
5XOHV 2010 (6, 2010 1R 103) (³WKH ([DPLQDWLRQ 5XOHV´). ,Q DGGLWLRQ WR ORFDO LPSDFW 
UHSRUWV (VHFWLRQ 60), WKH H[DPLQDWLRQ SURFHVV LQYROYHV ZULWWHQ UHSUHVHQWDWLRQV (VHFWLRQ 
�0), ZULWWHQ TXHVWLRQV E\ WKH H[DPLQLQJ DXWKRULW\ (UXOHV 8 DQG 10 RI WKH ([DPLQDWLRQ 
5XOHV), DQG KHDULQJV (ZKLFK PLJKW EH RSHQ IORRU DQG/RU LVVXH VSHFLILF DQG/RU UHODWLQJ WR 
FRPSXOVRU\ SXUFKDVH) (VHFWLRQV �1-�3). $V D UHVXOW RI WKH H[DPLQDWLRQ SURFHVV, WKH 
SURYLVLRQV RI WKH SURSRVHG '&2 PD\ EH DPHQGHG E\ HLWKHU WKH DSSOLFDQW RU WKH 
([DPLQDWLRQ $XWKRULW\ H.J. LQ UHVSRQVH WR WKH UHSUHVHQWDWLRQV RI LQWHUHVWHG SDUWLHV� DQG 
LW LV RSHQ WR WKH 6HFUHWDU\ RI 6WDWH WR PRGLI\ WKH SURSRVHG '&2 EHIRUH PDNLQJ LW. 

37.  6HFWLRQ 104 FRQVWUDLQV WKH 6HFUHWDU\ RI 6WDWH ZKHQ GHWHUPLQLQJ DQ DSSOLFDWLRQ IRU D 
'&2 IRU GHYHORSPHQW LQ UHODWLRQ WR ZKLFK DQ 136 KDV HIIHFW, LQ WKH IROORZLQJ WHUPV 
(VR IDU DV UHOHYDQW WR WKHVH FODLPV)� 

³(2) ,Q GHFLGLQJ WKH DSSOLFDWLRQ WKH 6HFUHWDU\ RI 6WDWH PXVW KDYH 
UHJDUG WR² 
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(D) DQ\ >136@ ZKLFK KDV HIIHFW LQ UHODWLRQ WR 
GHYHORSPHQW RI WKH GHVFULSWLRQ WR ZKLFK WKH DSSOLFDWLRQ 
UHODWHV (D µUHOHYDQW >136@¶), 

« 

(E) DQ\ ORFDO LPSDFW UHSRUW«, 

(F) DQ\ PDWWHUV SUHVFULEHG LQ UHODWLRQ WR GHYHORSPHQW RI 
WKH GHVFULSWLRQ WR ZKLFK WKH DSSOLFDWLRQ UHODWHV, DQG 

(G) DQ\ RWKHU PDWWHUV ZKLFK WKH 6HFUHWDU\ RI 6WDWH WKLQNV 
DUH ERWK LPSRUWDQW DQG UHOHYDQW WR WKH 6HFUHWDU\ RI 6WDWH¶V 
GHFLVLRQ. 

(3) 7KH 6HFUHWDU\ RI 6WDWH PXVW GHFLGH WKH DSSOLFDWLRQ LQ 
DFFRUGDQFH ZLWK DQ\ UHOHYDQW >136@, H[FHSW WR WKH H[WHQW WKDW RQH 
RU PRUH RI VXEVHFWLRQV (4) WR (8) DSSOLHV. 

(4) 7KLV VXEVHFWLRQ DSSOLHV LI WKH 6HFUHWDU\ RI 6WDWH LV VDWLVILHG 
WKDW GHFLGLQJ WKH DSSOLFDWLRQ LQ DFFRUGDQFH ZLWK DQ\ UHOHYDQW 
>136@ ZRXOG OHDG WR WKH 8QLWHG .LQJGRP EHLQJ LQ EUHDFK RI DQ\ 
RI LWV LQWHUQDWLRQDO REOLJDWLRQV. 

(5) 7KLV VXEVHFWLRQ DSSOLHV LI WKH 6HFUHWDU\ RI 6WDWH LV VDWLVILHG 
WKDW GHFLGLQJ WKH DSSOLFDWLRQ LQ DFFRUGDQFH ZLWK DQ\ UHOHYDQW 
>136@ ZRXOG OHDG WR WKH 6HFUHWDU\ RI 6WDWH EHLQJ LQ EUHDFK RI 
DQ\ GXW\ LPSRVHG RQ WKH 6HFUHWDU\ RI 6WDWH E\ RU XQGHU DQ\ 
HQDFWPHQW. 

(6) 7KLV VXEVHFWLRQ DSSOLHV LI WKH 6HFUHWDU\ RI 6WDWH LV VDWLVILHG 
WKDW GHFLGLQJ WKH DSSOLFDWLRQ LQ DFFRUGDQFH ZLWK DQ\ UHOHYDQW 
>136@ ZRXOG EH XQODZIXO E\ YLUWXH RI DQ\ HQDFWPHQW. 

(7) 7KLV VXEVHFWLRQ DSSOLHV LI WKH 6HFUHWDU\ RI 6WDWH LV VDWLVILHG 
WKDW WKH DGYHUVH LPSDFW RI WKH SURSRVHG GHYHORSPHQW ZRXOG 
RXWZHLJK LWV EHQHILWV. 

(8) 7KLV VXEVHFWLRQ DSSOLHV LI WKH 6HFUHWDU\ RI 6WDWH LV VDWLVILHG 
WKDW DQ\ FRQGLWLRQ SUHVFULEHG IRU GHFLGLQJ DQ DSSOLFDWLRQ 
RWKHUZLVH WKDQ LQ DFFRUGDQFH ZLWK >DQ 136@ LV PHW. 

(�) )RU WKH DYRLGDQFH RI GRXEW, WKH IDFW WKDW DQ\ UHOHYDQW >136@ 
LGHQWLILHV D ORFDWLRQ DV VXLWDEOH (RU SRWHQWLDOO\ VXLWDEOH) IRU D  
SDUWLFXODU GHVFULSWLRQ RI GHYHORSPHQW GRHV QRW SUHYHQW RQH RU 
PRUH RI VXEVHFWLRQV (4) WR (8) IURP DSSO\LQJ.´ 

38.  6HFWLRQ 104 LV FRPSOHPHQWHG E\ VHFWLRQ 106 ZKLFK, XQGHU WKH KHDGLQJ ³0DWWHUV ZKLFK 
PD\ EH GLVUHJDUGHG ZKHQ GHWHUPLQLQJ DQ DSSOLFDWLRQ´, SURYLGHV (VR IDU DV UHOHYDQW WR 
WKHVH FODLPV)� 
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³(1) ,Q GHFLGLQJ DQ DSSOLFDWLRQ IRU DQ RUGHU JUDQWLQJ 
GHYHORSPHQW FRQVHQW, WKH 6HFUHWDU\ RI 6WDWH PD\ GLVUHJDUG 
UHSUHVHQWDWLRQV LI WKH 6HFUHWDU\ RI 6WDWH FRQVLGHUV WKDW WKH 
UHSUHVHQWDWLRQV² 

(D) « 

(E) UHODWH WR WKH PHULWV RI SROLF\ VHW RXW LQ >DQ 136@«´. 

(2) ,Q WKLV VHFWLRQ µUHSUHVHQWDWLRQ¶ LQFOXGHV HYLGHQFH.´ 

7KDW LV DOVR UHIOHFWHG LQ VHFWLRQV 87(3) DQG �4(8), XQGHU ZKLFK WKH ([DPLQLQJ $XWKRULW\ 
PD\ GLVUHJDUG UHSUHVHQWDWLRQV (LQFOXGLQJ HYLGHQFH) RU UHIXVH WR DOORZ UHSUHVHQWDWLRQV 
WR EH PDGH DW D KHDULQJ LI LW FRQVLGHUV WKDW WKH\ ³UHODWH WR WKH PHULWV RI WKH SROLF\ VHW RXW 
LQ >DQ 136@«´. 

3�.  %\ VHFWLRQ 120(1), D '&2 PD\ LPSRVH UHTXLUHPHQWV LQ FRQQHFWLRQ ZLWK WKH 
GHYHORSPHQW IRU ZKLFK FRQVHQW LV JUDQWHG, H.J. LW PD\ LPSRVH FRQGLWLRQV FRQVLGHUHG 
DSSURSULDWH RU QHFHVVDU\ WR PLWLJDWH RU FRQWURO WKH HQYLURQPHQWDO HIIHFWV  RI WKH  
GHYHORSPHQW. 6HFWLRQ 120(3) LV D EURDG SURYLVLRQ HQDEOLQJ D '&2 WR PDNH SURYLVLRQ 
UHODWLQJ WR, RU WR PDWWHUV DQFLOODU\ WR, WKH GHYHORSPHQW IRU ZKLFK FRQVHQW LV JUDQWHG 
LQFOXGLQJ DQ\ RI WKH PDWWHUV OLVWHG LQ 3DUW 1 RI 6FKHGXOH 5 (VHFWLRQ 120(4)). 7KDW 
VFKHGXOH OLVWV D ZLGH UDQJH RI SRWHQWLDOO\ DSSOLFDEOH SURYLVLRQV, LQFOXGLQJ FRPSXOVRU\ 
SXUFKDVH, WKH FUHDWLRQ RI QHZ ULJKWV RYHU ODQG, WKH FDUU\LQJ RXW RI FLYLO HQJLQHHULQJ 
ZRUNV, WKH GHVLJQDWLRQ RI KLJKZD\V, WKH RSHUDWLRQ RI WUDQVSRUW V\VWHPV, WKH FKDUJLQJ RI 
WROOV, IDUHV DQG RWKHU FKDUJHV DQG WKH PDNLQJ RI E\HODZV DQG WKHLU HQIRUFHPHQW. 

40.  6HFWLRQ 13 FRQFHUQV ³/HJDO FKDOOHQJHV UHODWLQJ WR >136V@´.  6HFWLRQ 13(1) SURYLGHV� 

³$ FRXUW PD\ HQWHUWDLQ SURFHHGLQJV IRU TXHVWLRQLQJ >DQ 136@ RU 
DQ\WKLQJ GRQH, RU RPLWWHG WR EH GRQH, E\ WKH 6HFUHWDU\ RI 6WDWH 
LQ WKH FRXUVH RI SUHSDULQJ VXFK D VWDWHPHQW RQO\ LI² 

(D) WKH SURFHHGLQJV DUH EURXJKW E\ D FODLP IRU MXGLFLDO 
UHYLHZ, DQG 

(E) WKH FODLP IRUP LV ILOHG EHIRUH WKH HQG RI WKH SHULRG RI 
6 ZHHNV EHJLQQLQJ ZLWK WKH GD\ DIWHU² 

(L) WKH GD\ RQ ZKLFK WKH VWDWHPHQW LV GHVLJQDWHG DV 
>DQ 136@ IRU WKH SXUSRVHV RI WKLV $FW, RU 

(LL) (LI ODWHU) WKH GD\ RQ ZKLFK WKH VWDWHPHQW LV 
SXEOLVKHG.´ 

,W LV XQGHU VHFWLRQ 13 WKDW WKHVH FODLPV DUH EURXJKW. 

41.  :H ZLOO DQDO\VH VSHFLILF DVSHFWV RI WKH VWDWXWRU\ IUDPHZRUN SDUWLFXODUO\ UHOHYDQW WR 
WKHVH FODLPV DIWHU ZH KDYH VHW RXW WKH IDFWXDO EDFNJURXQG WR ZKLFK ZH QRZ WXUQ. 

7KH�)DFWXDO�%DFNJURXQG�
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42.  6RPH RI WKH WRSLFV ZKLFK ZH FRYHU EHORZ UHTXLUH D IRFXV RQ SDUWLFXODU SDUWV RI WKH VWRU\ 
RI WKH $136� DQG ZH ZLOO GHDO ZLWK WKRVH, LQ WKH FRQWH[W RI HDFK WRSLF, DV DQG ZKHQ 
WKH\ DULVH. +RZHYHU, LW ZLOO EH KHOSIXO LI, DW WKLV VWDJH, ZH VHW WKH VFHQH. 

43.  +HDWKURZ $LUSRUW OLHV 23NP ZHVW RI &HQWUDO /RQGRQ, RQ D VLWH RI MXVW RYHU 12 NPð, 
KDQGOLQJ XS WR 480,000 DLU WUDIILF PRYHPHQWV (³$70V´) (L.H. WDNH RII DQG ODQGLQJV) SHU 
\HDU. ,W KDV WZR SDUDOOHO HDVW-ZHVW UXQZD\V, DQG IRXU RSHUDWLRQDO SDVVHQJHU WHUPLQDOV.  
,W LV (XURSH¶V EXVLHVW DLUSRUW E\ SDVVHQJHU WUDIILF ZLWK DERXW 70% RI WKH 8.¶V VFKHGXOHG 
ORQJ-KDXO IOLJKWV, LWV IRXU SDVVHQJHU WHUPLQDOV KDQGOLQJ DSSUR[LPDWHO\ 80P SDVVHQJHUV 
SHU \HDU. :LWK LWV ODUJH QXPEHU RI QDWLRQDO DQG LQWHUQDWLRQDO GHVWLQDWLRQV, LW KDV DQ 
LPSRUWDQW DYLDWLRQ ³KXE´ IXQFWLRQ, L.H. LW DFWV DV D SDVVHQJHU H[FKDQJH SRLQW IRU IOLJKWV 
WR DQG  IURP RWKHU WRZQV DQG  FLWLHV.  +HDWKURZ LV  DOVR (XURSH¶V  WKLUG EXVLHVW FDUJR 
DLUSRUW, KDQGOLQJ MXVW XQGHU 2P WRQQHV RI IUHLJKW DQG PDLO SHU \HDU. +HDWKURZ LV 
ZRUNLQJ DW PRUH RU OHVV IXOO RSHUDWLRQDO FDSDFLW\� DV LV /RQGRQ¶V VHFRQG DLUSRUW, 
*DWZLFN, DW SHDN WLPHV. *DWZLFN LV D VLQJOH UXQZD\ DLUSRUW KDQGOLQJ 280,000 $70V 
SHU \HDU. 

44.  7KH DYLDWLRQ VHFWRU SOD\V DQ LPSRUWDQW UROH LQ WKH 8. HFRQRP\, FRQWULEXWLQJ DERXW 
�20EQ SHU \HDU DQG GLUHFWO\ VXSSRUWLQJ DSSUR[LPDWHO\ 230,000 MREV. &RQFHUQV DERXW 
WKH ORQJHU-WHUP DLUSRUW FDSDFLW\ LQ WKH 6RXWK (DVW RI (QJODQG DUH FRPSRXQGHG E\ D IHDU 
WKDW /RQGRQ ZLOO ORVH LWV SRVLWLRQ DV DQ DYLDWLRQ KXE DQG, ZLWK LW, WKH HFRQRPLF EHQHILWV 
WKDW WKDW VWDWXV EULQJV. 

45.  7KH SRVVLELOLW\ RI DGGLQJ D WKLUG UXQZD\ WR +HDWKURZ, DQG RWKHU RSWLRQV WR LQFUHDVH WKH 
DLUSRUW FDSDFLW\ LQ WKH 6RXWK (DVW, KDYH EHHQ FRQVLGHUHG, LQWHUPLWWHQWO\, VLQFH DW OHDVW 
WKH 1�80V. 

46.  2Q 7 6HSWHPEHU 2012, WKH 6HFUHWDU\ RI 6WDWH IRU 7UDQVSRUW (WKH 5W +RQ 3DWULFN 
0F/RXJKOLQ 03) DQQRXQFHG WKDW KH KDG HVWDEOLVKHG D QHZ LQGHSHQGHQW FRPPLVVLRQ, 
WKH $&. ,W LV SDUWLFXODUO\ QRWHZRUWK\ WKDW, DV UHFRUGHG LQ SDUDJUDSK 1.3 RI WKH $136, 
WKH $& ZDV HVWDEOLVKHG ³WR H[DPLQH WKH VFDOH DQG WLPLQJ RI DQ\ UHTXLUHPHQW IRU 
DGGLWLRQDO FDSDFLW\ WR PDLQWDLQ WKH 8.¶V SRVLWLRQ DV (XURSH¶V PRVW LPSRUWDQW DYLDWLRQ 
KXE«´� DQG WR H[DPLQH WKH VFDOH DQG WLPLQJ IRU DGGLWLRQDO DLUSRUW FDSDFLW\ WR PDLQWDLQ 
WKDW VWDWXV. ,Q WKLV MXGJPHQW, ZH VKDOO UHIHU WR WKH DLP RI PDLQWDLQLQJ WKH 8.¶V SRVLWLRQ 
DV (XURSH¶V PRVW LPSRUWDQW DYLDWLRQ KXE DV ³WKH KXE REMHFWLYH´. ,W ZDV UHFRJQLVHG DW 
WKH WLPH RI WKH HVWDEOLVKPHQW RI WKH $& WKDW LQFUHDVLQJ DLUSRUW FDSDFLW\ KDG WKH SRWHQWLDO 
IRU VXEVWDQWLDO DGYHUVH HIIHFWV� DQG WKH $&¶V WHUPV RI UHIHUHQFH UHTXLUHG LW WR ORRN DW 
WKH HQYLURQPHQWDO LPSDFW RI PHHWLQJ DQ\ LGHQWLILHG QHHGV, DQG WKDW LW ³VKRXOG EDVH WKH 
UHFRPPHQGDWLRQV LQ LWV ILQDO UHSRUW RQ D GHWDLOHG FRQVLGHUDWLRQ RI WKH FDVH IRU HDFK RI 
WKH FUHGLEOH RSWLRQV. 7KLV VKRXOG LQFOXGH WKH GHYHORSPHQW RU H[DPLQDWLRQ RI« 
HQYLURQPHQWDO DVVHVVPHQWV IRU HDFK RSWLRQ«´. 7KH $& ZDV FKDLUHG E\ 6LU +RZDUG 
'DYLHV. 

47.  ,Q 0DUFK 2013, EHIRUH WKH $& UHSRUWHG, WKH 6HFUHWDU\ RI 6WDWH LVVXHG DQ $YLDWLRQ 3ROLF\ 
)UDPHZRUN (³WKH $3)´) ZKLFK VHW RXW ORQJ-WHUP DYLDWLRQ SROLF\. 7KH $3) SURYLGHG ± 
DQG VWLOO FXUUHQWO\ SURYLGHV ± WKH *RYHUQPHQW¶V FOLPDWH FKDQJH VWUDWHJ\ IRU DYLDWLRQ, 
ZKLFK IRFXVHV RQ DFWLRQ DW D JOREDO OHYHO DV WKH EHVW PHDQV WR VHFXUH LWV REMHFWLYH, ZLWK 
DFWLRQ ZLWKLQ (XURSH DV WKH QH[W EHVW RSWLRQ DQG XQLODWHUDO DFWLRQ DW QDWLRQDO OHYHO ZKHUH 
DSSURSULDWH. ,W VHWV RXW WKH *RYHUQPHQW¶V DPELWLRQ WR SOD\ D OHDGLQJ UROH LQ VHFXULQJ 
SURJUHVV LQWHUQDWLRQDOO\. 2QH RI WKH PDLQ REMHFWLYHV RI WKH SROLF\ LV VDLG WR EH ³WR 
HQVXUH WKDW WKH 8.¶V DLU OLQNV FRQWLQXH WR PDNH LW RQH RI WKH EHVW FRQQHFWHG FRXQWULHV 
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LQ WKH ZRUOG´, IRU ZKLFK (LW VD\V) ³LW LV HVVHQWLDO« WR PDLQWDLQ WKH 8.¶V DYLDWLRQ KXE 
FDSDELOLW\«´ (SDUDJUDSK �). 7KH NH\ UROH WR EH SOD\HG E\ WKH $& ZDV HPSKDVLVHG (VHH, 
H.J., SDUDJUDSKV 21-24). 

48.  2Q 17 'HFHPEHU 2013, WKH $& SXEOLVKHG DQ LQWHULP UHSRUW (³WKH $& ,QWHULP 5HSRUW´), 
ZKLFK FRQFOXGHG WKDW WKHUH ZDV D QHHG IRU IXUWKHU DLUSRUW FDSDFLW\ E\ 2030, DQG WKDW 
VXFK FDSDFLW\ FRXOG QRW EH GHOLYHUHG E\ WKH H[LVWLQJ IDFLOLWLHV. ,W FRQFOXGHG WKDW WKHUH 
ZDV D ³FOHDU FDVH IRU RQH QHW DGGLWLRQDO UXQZD\ LQ /RQGRQ DQG WKH 6RXWK (DVW, WR FRPH 
LQWR RSHUDWLRQ E\ 2030´ (&KDSWHU 6� 6XPPDU\, SDJH 172).   

4�.  7KH $& KDG UHFHLYHG 52 (DQG, EHFDXVH RI WKH RSWLRQV WKH $& LWVHOI UDLVHG, FRQVLGHUHG D 
WRWDO RI 58) GLIIHUHQW SURSRVDOV IRU GHOLYHULQJ DGGLWLRQDO DLUSRUW FDSDFLW\� DQG LW 
LGHQWLILHG WZR H[LVWLQJ DLUSRUWV DV FUHGLEOH ORFDWLRQV IRU DQ DGGLWLRQDO UXQZD\, QDPHO\ 
+HDWKURZ DQG *DWZLFN. 7KH $& VDLG WKDW LW ZRXOG WKHUHIRUH WDNH IRUZDUG, IRU IXUWKHU 
GHWDLOHG VWXG\, SURSRVDOV IRU D VHFRQG UXQZD\ DW *DWZLFN (³WKH *DWZLFN 25 6FKHPH´) 
DQG WZR DOWHUQDWLYH SURSRVDOV IRU DGGLWLRQDO UXQZD\ FDSDFLW\ DW +HDWKURZ, QDPHO\ (L) 
WKH SURSRVDO RI WKH FXUUHQW RSHUDWRU, +$/, IRU D QHZ 3,500P UXQZD\ FRQVWUXFWHG WR WKH 
1RUWK :HVW RI WKH FXUUHQW UXQZD\V (L.H. WKH 1:5 6FKHPH) DQG (LL) WKH SURSRVDO RI 
+HDWKURZ +XE /LPLWHG (³++/´) WR H[WHQG WKH H[LVWLQJ QRUWKHUQ UXQZD\ WR D OHQJWK RI 
6,000P WR DOORZ LW WR RSHUDWH DV WZR LQGHSHQGHQW UXQZD\V (³WKH (15 6FKHPH´) (VHH 
SDUDJUDSKV 6.113-6.114). )RU WKH VDNH RI FRPSOHWHQHVV, ZH VKRXOG DGG WKDW WKH $& 
,QWHULP 5HSRUW DOVR FRQVLGHUHG RSWLRQV IRU WKH 7KDPHV (VWXDU\, LQFOXGLQJ D SURSRVHG 
DLUSRUW RQ WKH ,VOH RI *UDLQ (VHH SDUDJUDSK 6.115)� EXW QRQH ZDV VKRUW-OLVWHG DQG, 
IROORZLQJ IXUWKHU VWXGLHV, WKH $& IRUPDOO\ UHMHFWHG WKRVH RSWLRQV LQ 6HSWHPEHU 2014.   

50.  &KDSWHU 7 RI WKH $& ,QWHULP 5HSRUW VHW RXW WKH QH[W VWHSV, ZKLFK LQFOXGHG SXEOLF 
FRQVXOWDWLRQ RQ LWV $SSUDLVDO )UDPHZRUN IRU WKH DVVHVVPHQW RI WKH WKUHH VKRUW-OLVWHG 
VFKHPHV� DQG WKHQ HQJDJHPHQW ZLWK WKH SXEOLF WKURXJK SXEOLF HYLGHQFH VHVVLRQV DQG D 
QDWLRQDO FRQVXOWDWLRQ RQ WKH ³UHIUHVKHG GHVLJQV RI WKH VKRUW-OLVWHG VFKHPHV, DV ZHOO DV 
DVVHVVPHQWV WKDW KDYH EHHQ XQGHUWDNHQ RQ WKHVH VFKHPHV¶ HFRQRPLF, VRFLDO DQG 
HQYLURQPHQWDO LPSDFWV DQG RQ WKHLU RSHUDWLRQDO, FRPPHUFLDO DQG WHFKQLFDO YLDELOLW\´ 
(SDUDJUDSK 7.8). 7KH $& ZDV FRQFHUQHG ZLWK ³VFKHPH-VSHFLILF´ IDFWRUV DV GHVFULEHG 
LQ SDUDJUDSK 1� RI WKH 6HFRQG -XGJPHQW, L.H. LW ZDV QRW FRQFHUQHG ZLWK WKH TXHVWLRQ RI 
ZKHWKHU WKH SURPRWHU RI D VFKHPH ZRXOG RU FRXOG LWVHOI GHOLYHU WKDW VFKHPH.  6FKHPH 
SURPRWHUV ZHUH LQYLWHG WR VXEPLW UHIUHVKHG GHVLJQV, DQG IXUWKHU LQIRUPDWLRQ LQ WKH IRUP 
RI D 6WUDWHJLF 2YHUYLHZ, $LUSRUW 0DVWHU 3ODQ, (QJLQHHULQJ 3ODQV, 0LWLJDWLRQ 6WUDWHJLHV, 
'HYHORSPHQW 6WUDWHJLHV DQG 6XUIDFH $FFHVV 6WUDWHJLHV (SDUDJUDSKV 7.25-7.27) LQ 
DFFRUGDQFH ZLWK WKH DVVHVVPHQW PHWKRGRORJLHV LQ WKH ILQDO $SSUDLVDO )UDPHZRUN 
(SDUDJUDSK 7.30). 

51.  7KH $& FRQVXOWHG RQ DQG WKHQ DGRSWHG DQ $SSUDLVDO )UDPHZRUN, ZLWK DSSUDLVDO 
PRGXOHV ZKLFK LQFOXGHG VXUIDFH DFFHVV, QRLVH, DLU TXDOLW\, ELRGLYHUVLW\ DQG FDUERQ. 

52.  ,W WKHQ SURFHHGHG WR FRQVXOW RQ WKH WKUHH VKRUW-OLVWHG RSWLRQV, EXW ILUVW SXEOLVKHG WZR 
GLVFXVVLRQ SDSHUV LQ -XQH 2014� ³7KH XWLOLVDWLRQ RI WKH 8.¶V H[LVWLQJ DLUSRUW FDSDFLW\´ 
(ZKLFK IRFXVHG RQ WKH 8.¶V UHJLRQDO DLUSRUWV, DQG WKH PHDVXUHV WKDW FRXOG EH WDNHQ WR 
VXSSRUW WKHP, DQG WKH UROH DQG GHYHORSPHQW RI DLUSRUWV LQ WKH ZLGHU 6RXWK (DVW) DQG 
³7KH GHOLYHU\ RI QHZ UXQZD\ FDSDFLW\´ (ZKLFK FRQVLGHUHG OHJDO DQG SODQQLQJ LVVXHV, 
RSWLRQV IRU DGGUHVVLQJ LPSDFWV RQ ORFDO FRPPXQLWLHV, DQG WKH UROH RI WKH VWDWH, IRU 
H[DPSOH LQ UHVSHFW RI IXQGLQJ RU UHJXODWLRQ).  
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53.  ,Q DGGLWLRQ, WKH $& DSSRLQWHG DQ ([SHUW $GYLVRU\ 3DQHO, ³WR KHOS WKH >$&@ WR DFFHVV, 
LQWHUSUHW DQG XQGHUVWDQG HYLGHQFH UHODWLQJ WR WKH &RPPLVVLRQ¶V ZRUN, DQG WR PDNH 
MXGJPHQWV DERXW LWV UHOHYDQFH, SRWHQWLDO DQG DSSOLFDWLRQ´ (SDJH 1� UHFLWHG LQ WKH $&¶V 
)LQDO 5HSRUW, $QQH[ $).  7KH 3DQHO¶V WHUPV RI UHIHUHQFH ZHUH WR ³DGYLVH WKH >$&@ RQ D 
UDQJH RI LVVXHV LQFOXGLQJ (EXW QRW OLPLWHG WR) HFRQRPLFV, FOLPDWH FKDQJH, DLUFUDIW QRLVH, 
DLU TXDOLW\, DYLDWLRQ WHFKQRORJ\, DQG HQJLQHHULQJ´ (ibid).  7KH 21 PHPEHUV RI WKH 3DQHO 
KDG ZLGH-UDQJLQJ H[SHULHQFH DQG H[SHUWLVH, LQFOXGLQJ LQ WKH ILHOG RI WUDQVSRUW SROLF\ 
DQG SODQQLQJ. 2QH ('U 'DYLG 4XDUPE\ &%() ZDV D %RDUG 0HPEHU RI 7I/. ,Q DGGLWLRQ, 
WKH $& DSSRLQWHG LWV RZQ H[WHUQDO H[SHUWV, LQFOXGLQJ -DFREV 8. /LPLWHG (³-DFREV´) 
ZKLFK FRQGXFWHG YDULRXV VWXGLHV DQG DQDO\VHV DW WKH EHKHVW RI WKH $& RQ (H.J.) VXUIDFH 
DFFHVV, DLU TXDOLW\ DQG QRLVH LPSDFW. 

54.  ,Q 1RYHPEHU 2014, WKH $& SXEOLVKHG LWV DVVHVVPHQWV RI WKH VKRUW-OLVWHG VFKHPHV IRU 
FRQVXOWDWLRQ, WKH FRUH SXUSRVH RI WKH FRQVXOWDWLRQ SURFHVV EHLQJ ³WR WHVW WKH HYLGHQFH 
EDVH, WR LGHQWLI\ DQ\ FRQFHUQV VWDNHKROGHUV PD\ KDYH DV WR WKH DFFXUDF\, UHOHYDQFH RU 
EUHDGWK RI WKH DVVHVVPHQWV XQGHUWDNHQ, DQG WR VHHN YLHZV RQ WKH SRWHQWLDO FRQFOXVLRQV 
WKDW PLJKW EH GUDZQ´ (WKH $& )LQDO 5HSRUW, SDUDJUDSK 4.12). 7KH $& DOVR KHOG D IXOO-
GD\ SXEOLF GLVFXVVLRQ VHVVLRQ LQ HDFK RI WKH ORFDO DUHDV DURXQG +HDWKURZ DQG *DWZLFN, 
WR KHDU ILUVW-KDQG WKH YLHZV DQG FRQFHUQV RI ORFDO VWDNHKROGHUV, LQFOXGLQJ 03V DQG 
&RXQFLOORUV, FRPPXQLW\ JURXSV DQG EXVLQHVV RUJDQLVDWLRQV. ,Q WKH HYHQW, RYHU 70,000 
UHVSRQVHV ZHUH UHFHLYHG WR WKH FRQVXOWDWLRQ. ,Q DGGLWLRQ, WKH &RPPLVVLRQ FDUULHG RXW D 
VHSDUDWH FRQVXOWDWLRQ RQ WKH RXWSXWV RI D PRUH GHWDLOHG DLU TXDOLW\ DQDO\VLV WKDW KDG QRW 
EHHQ DYDLODEOH SULRU WR WKH FRPPHQFHPHQW RI LWV EURDGHU FRQVXOWDWLRQ RQ WKH VKRUW-OLVWHG 
RSWLRQV. 2YHU 1,850 UHVSRQVHV ZHUH UHFHLYHG WR WKDW FRQVXOWDWLRQ. 

55.  +DYLQJ FRQVLGHUHG WKH UHVSRQVHV WR WKHVH FRQVXOWDWLRQV, DQG WKH LQIRUPDWLRQ DQG 
DQDO\VHV WKDW WKH &RPPLVVLRQ LWVHOI KDG GLUHFWHG DQG REWDLQHG, RQ 1 -XO\ 2015, WKH $& 
SXEOLVKHG LWV ILQDO UHSRUW (³WKH $& )LQDO 5HSRUW´). %XLOGLQJ RQ WKH FRQFOXVLRQV RI LWV 
,QWHULP 5HSRUW, LW FRQILUPHG WKDW WKDW WKHUH ZDV D QHHG IRU DGGLWLRQDO UXQZD\ FDSDFLW\ 
LQ WKH 6RXWK (DVW RI (QJODQG E\ 2030 DQG WKDW DOO WKH WKUHH VKRUW-OLVWHG RSWLRQV ZHUH 
³FUHGLEOH´. ,W FRQFOXGHG DQG UHFRPPHQGHG WKDW WKH 1:5 6FKHPH ZDV WKH PRVW 
DSSURSULDWH ZD\ WR PHHW WKDW QHHG ± ³WKH VWURQJHVW RSWLRQ´ (VHH ([HFXWLYH 6XPPDU\, 
SDJH 30) ± LI FRPELQHG ZLWK D VLJQLILFDQW SDFNDJH RI PHDVXUHV ZKLFK DGGUHVVHG 
HQYLURQPHQWDO DQG FRPPXQLW\ LPSDFWV. ,W FRQFOXGHG WKDW WKH 1:5 6FKHPH SHUIRUPHG 
EHVW LQ WKH 6WUDWHJLF )LW 0RGXOH, ZLWK WKH *DWZLFN 25 6FKHPH PRUH IRFXVHG RQ VKRUW-
KDXO (XURSHDQ IOLJKWV ZLWKRXW DQ\ VXEVWDQWLDO LQFUHDVH LQ ORQJ-KDXO FRQQHFWLYLW\ DEVHQW 
D VLJQLILFDQW FKDQJH LQ LQGXVWU\ VWUXFWXUH (SDUDJUDSK 6.�2).   

56.  7KH UHFRPPHQGHG PHDVXUHV WR ZKLFK ZH KDYH UHIHUUHG LQFOXGHG (([HFXWLYH 6XPPDU\, 
SDJHV 10-11)� 

L)  LQFHQWLYLVLQJ D PDMRU VKLIW LQ PRGH VKDUH IRU WKRVH ZRUNLQJ DQG DUULYLQJ DW WKH 
DLUSRUW (L.H. LQ WHUPV RI VXUIDFH DFFHVV, VKLIWLQJ WKH SURSRUWLRQ RI WUDYHOOHUV DQG 
HPSOR\HHV MRXUQH\LQJ WR +HDWKURZ IURP SULYDWH URDG WUDQVSRUW WR SXEOLF DQG QRQ-
FDUERQ WUDQVSRUW), WKURXJK QHZ UDLO PHDVXUHV, FKDQJLQJ HPSOR\HH EHKDYLRXU DQG 
FRQVLGHULQJ WKH LQWURGXFWLRQ RI D FRQJHVWLRQ RU DFFHVV FKDUJH� 

LL)  D UHTXLUHPHQW WKDW DGGLWLRQDO RSHUDWLRQV DW DQ H[SDQGHG +HDWKURZ PXVW EH 
FRQWLQJHQW RQ DFFHSWDEOH SHUIRUPDQFH RQ DLU TXDOLW\, SDUWLFXODUO\ WKDW QHZ 
FDSDFLW\ VKRXOG RQO\ EH UHOHDVHG ZKHQ LW LV FOHDU WKDW DLU TXDOLW\ DW VLWHV DURXQG 
WKH DLUSRUW ZLOO QRW GHOD\ FRPSOLDQFH ZLWK (XURSHDQ 8QLRQ (³(8´) OLPLWV� 
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LLL)  D EDQ RQ DOO VFKHGXOHG QLJKW IOLJKWV LQ WKH SHULRG EHWZHHQ 11.30SP DQG 6DP� DQG 

LY)  WKH UXOLQJ RXW RI D IRXUWK UXQZD\ DW +HDWKURZ. 

57.  7KH $& )LQDO 5HSRUW FRQVLGHUHG LVVXHV VXFK DV VXUIDFH DFFHVV, DLU TXDOLW\, KDELWDWV, 
QRLVH DQG FDUERQ, LQFOXGLQJ DQ HQYLURQPHQWDO DVVHVVPHQW. $ QXPEHU RI VXSSRUWLQJ 
GRFXPHQWV ZHUH SXEOLVKHG DORQJVLGH WKH UHSRUW, LQFOXGLQJ WKH IROORZLQJ� 

L)  D VHSDUDWH UHSRUW RQ WKH UHVSRQVHV WR FRQVXOWDWLRQ� 

LL)  ³%XVLQHVV &DVH DQG 6XVWDLQDELOLW\ $VVHVVPHQW ± +HDWKURZ 1RUWKZHVW 5XQZD\´� 
WKH LQWHQWLRQ RI WKH VXVWDLQDELOLW\ DVVHVVPHQW SDUW RI WKLV GRFXPHQW ZDV WKDW, LI 
WKH 6HFUHWDU\ RI 6WDWH GHFLGHG WR XVH WKH UHFRPPHQGDWLRQV LQ WKH $&¶V )LQDO 
5HSRUW DV WKH EDVLV IRU D IXWXUH 136, WKH LQIRUPDWLRQ DQG DQDO\VLV LQ WKLV SDUW 
ZRXOG SURYLGH D XVHIXO IRXQGDWLRQ IRU WKH SURGXFWLRQ RI DQ $R6 DW WKDW VWDJH�   

LLL)  LQ DOO, VRPH ILIW\ GHWDLOHG WHFKQLFDO VXSSRUWLQJ UHSRUWV LQFOXGLQJ WKLUWHHQ VHSDUDWH 
UHSRUWV, DQDO\VHV DQG VWXGLHV RQ VXUIDFH DFFHVV WRJHWKHU ZLWK D VHULHV  RI  
GRFXPHQWV FRQVLGHULQJ DLU TXDOLW\ FRQVXOWDWLRQ UHVSRQVHV� 

LY)  D QXPEHU RI DVVHVVPHQW UHSRUWV IURP -DFREV, GDWHG 0D\ 2015, LQFOXGLQJ (D) 
$SSUDLVDO )UDPHZRUN 0RGXOH 4� 6XUIDFH $FFHVV� '\QDPLF 0RGHOOLQJ 5HSRUW� 
+HDWKURZ $LUSRUW 1RUWK :HVW 5XQZD\ (³WKH -DFREV 6XUIDFH $FFHVV 
$VVHVVPHQW´)� (E) $SSUDLVDO )UDPHZRUN 0RGXOH 6� $LU 4XDOLW\ /RFDO 
$VVHVVPHQW� 'HWDLOHG (PLVVLRQV ,QYHQWRU\ DQG 'LVSHUVLRQ 0RGHOOLQJ (³WKH 
-DFREV 0D\ 2015 $4 /RFDO $VVHVVPHQW´)� DQG (F) $SSUDLVDO )UDPHZRUN 0RGXOH 
8� &DUERQ� )XUWKHU $VVHVVPHQW (³WKH -DFREV &DUERQ (PLVVLRQV $VVHVVPHQW´) 
ZKLFK SURYLGHG ³DQ DVVHVVPHQW RI WKH WKUHH VKRUW-OLVWHG DLUSRUW VFKHPHV DJDLQVW 
WKH $&¶V REMHFWLYH RI PLQLPLVLQJ FDUERQ HPLVVLRQV LQ DLUSRUW FRQVWUXFWLRQ DQG 
RSHUDWLRQ, DQG >DQDO\VHG@ WKH LPSDFW XQGHU D µFDUERQ WUDGHG¶ VFHQDULR UDWKHU WKDQ 
D µFDUERQ FDSSHG¶ VFHQDULR´. :H FRQVLGHU FDUERQ FDSSLQJ DQG FDUERQ WUDGLQJ 
ZKHQ GHDOLQJ ZLWK WKH FOLPDWH FKDQJH JURXQGV RI FKDOOHQJH DQG HVSHFLDOO\ 
*URXQG 22 EHORZ (VHH SDUDJUDSKV 5�7 DQG 616 DQG IROORZLQJ). 

58.  ,Q 2FWREHU 2015, RQ EHKDOI RI WKH 0D\RU, 7I/ SXEOLVKHG D UHVSRQVH WR WKH $& )LQDO 
5HSRUW LQ UHVSHFW RI DOO WKUHH VKRUW-OLVWHG VFKHPHV ZKLFK VHW RXW FRQFHUQV DERXW 
(DPRQJVW RWKHU WKLQJV) WKH GHPDQG IRUHFDVW XVHG E\ WKH $& DQG WKDW LQVXIILFLHQW DFFRXQW 
ZDV WDNHQ RI IUHLJKW DQG LQGXFHG GHPDQG LPSDFW RI WKH 1:5 6FKHPH. 

5�.  7KH $&¶V DQDO\VLV DQG FRQFOXVLRQV ZHUH WKH VXEMHFW RI D QXPEHU RI UHYLHZV XQGHUWDNHQ 
E\ RU RQ EHKDOI RI WKH 6HFUHWDU\ RI 6WDWH, RQH RI ZKLFK ZDV D UHYLHZ E\ D 6HQLRU 5HYLHZ 
3DQHO FKDLUHG E\ 0V /RZ, WKH $YLDWLRQ &DSDFLW\ 3URJUDPPH 'LUHFWRU DW WKH 'I7.  7KH 
'I7 HQJDJHG ZLWK WKH SURPRWHUV RI HDFK RI WKH WKUHH VKRUW-OLVWHG VFKHPHV, UDLVLQJ 
VSHFLILF TXHVWLRQV ZLWK HDFK� DQG DJUHHG D QRQ-ELQGLQJ 6WDWHPHQW RI 3ULQFLSOHV 
(³6R3V´) ZLWK HDFK SURPRWHU, GHVLJQHG WR FRPH LQWR HIIHFW RQO\ LI DQG ZKHQ LWV VFKHPH 
ZDV FKRVHQ DV WKH *RYHUQPHQW¶V SUHIHUUHG VFKHPH DQG VHWWLQJ RXW WKH QH[W VWHSV.  7KH 
6R3V GR QRW SOD\ D SURPLQHQW SDUW LQ WKHVH FODLPV� EXW WKH\ IHDWXUH LQ WKH 6HFRQG 
-XGJPHQW, LQ ZKLFK IXUWKHU GHWDLOV RI WKHP DUH VHW RXW (VHH, H.J., SDUDJUDSKV 3� DQG 
IROORZLQJ). 
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60.  7KH SDQHO UHSRUWHG RQ � 'HFHPEHU 2015, FRQFOXGLQJ WKDW WKH $& )LQDO 5HSRUW ZDV ³D 
VRXQG DQG UREXVW SLHFH RI HYLGHQFH XSRQ ZKLFK WKH *RYHUQPHQW FRXOG EDVH GHFLVLRQV 
RQ ZKHWKHU IXUWKHU DLUSRUW FDSDFLW\ ZDV UHTXLUHG DQG ZKHUH WKDW FDSDFLW\ FRXOG EH EHVW 
ORFDWHG´ (-RQHV 1, SDUDJUDSK 142). 

61.  2Q 14 'HFHPEHU 2015, WKH 6HFUHWDU\ RI 6WDWH DQQRXQFHG WKDW WKH *RYHUQPHQW DFFHSWHG 
WKH FDVH IRU DLUSRUW H[SDQVLRQ� DJUHHG ZLWK, DQG ZRXOG IXUWKHU FRQVLGHU, WKH $&¶V VKRUW-
OLVW RI RSWLRQV� DQG ZRXOG XVH WKH PHFKDQLVP RI DQ 136 XQGHU WKH 3$ 2008 WR HVWDEOLVK 
WKH SROLF\ IUDPHZRUN ZLWKLQ ZKLFK WR FRQVLGHU DQ DSSOLFDWLRQ E\ D GHYHORSHU IRU 
GHYHORSPHQW FRQVHQW. 7KH DQQRXQFHPHQW DOVR VWDWHG WKDW IXUWKHU ZRUN KDG WR EH GRQH 
LQ UHODWLRQ WR HQYLURQPHQWDO LPSDFWV, SDUWLFXODUO\ WKDW ³ZH PXVW GHDO ZLWK DLU TXDOLW\«, 
FRQFHUQV DERXW QRLVH«, FDUERQ HPLVVLRQV«´. 7KH GHFLVLRQ WR PDNH WKH DQQRXQFHPHQW 
KDG EHHQ DJUHHG DW D PHHWLQJ RI WKH &DELQHW 6XE-&RPPLWWHH RQ (FRQRPLF $IIDLUV 
($LUSRUWV) (³WKH &DELQHW 6XE-&RPPLWWHH´) RQ 10 'HFHPEHU 2015.  

62.  2YHU WKH FRXUVH RI WKH IROORZLQJ \HDU, WKH 'I7 FRQVLGHUHG WKH $& )LQDO 5HSRUW, DQG 
FDUULHG RXW IXUWKHU ZRUN RQ FHUWDLQ DUHDV WKDW WKH $& KDG FRQVLGHUHG LQFOXGLQJ DLU 
TXDOLW\, QRLVH, FDUERQ HPLVVLRQV DQG LPSDFWV RQ ORFDO FRPPXQLWLHV (VHH SDUDJUDSK 3.42 
RI WKH $136). 

63.  2Q 25 2FWREHU 2016, WKH 6HFUHWDU\ RI 6WDWH PDGH DQ DQQRXQFHPHQW WR 3DUOLDPHQW WKDW 
WKH *RYHUQPHQW¶V SUHIHUUHG RSWLRQ ZDV WKH 1:5 6FKHPH (³WKH 2FWREHU 2016 
3UHIHUHQFH 'HFLVLRQ´). 7KH GHFLVLRQ WR PDNH WKH DQQRXQFHPHQW ZDV DJDLQ DJUHHG DW D 
&DELQHW 6XE-&RPPLWWHH PHHWLQJ, WKDW VDPH GD\. $ QXPEHU RI GRFXPHQWV ZHUH 
SXEOLVKHG DW WKH VDPH WLPH LQFOXGLQJ (DV VHW RXW LQ SDUDJUDSK 3.10 RI WKH $136)� 

L)  ³5HYLHZ RI WKH $LUSRUWV &RPPLVVLRQ )LQDO 5HSRUW GDWHG 'HFHPEHU 2015´, L.H. 
WKH UHSRUW RI WKH 6HQLRU 5HYLHZ 3DQHO WR ZKLFK ZH KDYH UHIHUUHG� 

LL)  ³)XUWKHU 5HYLHZ DQG 6HQVLWLYLWLHV 5HSRUW $LUSRUW &DSDFLW\ LQ WKH 6RXWK (DVW´ 
GDWHG 2FWREHU 2016� 

LLL)  DQ XQGDWHG UHSRUW E\ +LJKZD\V (QJODQG, ³$LUSRUWV &RPPLVVLRQ 6XUIDFH $FFHVV 
:RUNV� 6WUDWHJLF 5RDG 1HWZRUN 3URSRVDOV 9DOLGDWLRQ RI &RVWV DQG 'HOLYHU\ 
$VVXPSWLRQV´� 

LY)  D UHSRUW SUHSDUHG E\ :63, ³$LU 4XDOLW\ 5H-DQDO\VLV LPSDFW RI QHZ SROOXWLRQ 
FOLPDWH PDSSLQJ SURMHFWLRQV DQG QDWLRQDO $LU 4XDOLW\ 3ODQ´ (GDWHG 2FWREHU 2016) 
(³WKH :63 2FWREHU 2016 $4 5H-DQDO\VLV´), ODWHU WZLFH XSGDWHG LQ )HEUXDU\ DQG 
2FWREHU 2017 (VHH, UHVSHFWLYHO\, SDUDJUDSKV 68(LY) DQG 72 EHORZ)� 

Y)  D SROLF\ EULHILQJ QRWH, ³$LUSRUW FDSDFLW\ DQG DLU TXDOLW\´� DQG 

YL)  WKH QRQ-ELQGLQJ 6R3 DJUHHG EHWZHHQ WKH 6HFUHWDU\ RI 6WDWH DQG +$/ (UHIHUUHG WR 
LQ SDUDJUDSK 5� DERYH). 

64.  $W WKH VDPH WLPH DV DQQRXQFLQJ WKH 2FWREHU 2016 3UHIHUHQFH 'HFLVLRQ�  

L)  D SUHVV UHOHDVH ZDV LVVXHG VXSSRUWLQJ WKH SUHIHUHQFH IRU +HDWKURZ� 
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³7KH VFKHPH  >D QHZ UXQZD\  DW +HDWKURZ@ ZLOO QRZ EH  
WDNHQ IRUZDUG LQ WKH IRUP RI D GUDIW >136@ IRU 
FRQVXOWDWLRQ´� 

DQG 

LL)  WKH 6HFUHWDU\ RI 6WDWH DQQRXQFHG WKH DSSRLQWPHQW RI WKH 5W +RQ 6LU -HUHP\ 
6XOOLYDQ (D IRUPHU /RUG -XVWLFH RI $SSHDO) DV ,QGHSHQGHQW &RQVXOWDWLRQ $GYLVHU 
WR RYHUVHH WKH FRQVXOWDWLRQ SURFHVV. 

65.  7KH DQQRXQFHPHQW DOVR, RI FRXUVH, WULJJHUHG WKH 6R3 EHWZHHQ WKH 6HFUHWDU\ RI 6WDWH 
DQG +$/. 

66.  ,Q 'HFHPEHU 2016, WKH +LOOLQJGRQ &ODLPDQWV (VDYH IRU WKH 0D\RU DQG WKH /RQGRQ 
%RURXJK RI +DPPHUVPLWK DQG )XOKDP) DQG DQ LQGLYLGXDO FODLPDQW (&KULVWLQH 7D\ORU) 
LVVXHG D FODLP IRU MXGLFLDO UHYLHZ RI WKH 2FWREHU 2016 3UHIHUHQFH 'HFLVLRQ (³WKH 
2FWREHU 2016 3UHIHUHQFH 'HFLVLRQ -5´). 7KH 0D\RU DQG 7I/ LQWHUYHQHG DV LQWHUHVWHG 
SDUWLHV. +RZHYHU, LQ 5 (/RQGRQ %RURXJK RI +LOOLQJGRQ) Y 6HFUHWDU\ RI 6WDWH IRU 
7UDQVSRUW >2017@ (:+& 121 ($GPLQ), >2017@ 1 :/5 2166, &UDQVWRQ - DFFHSWHG WKH 
6HFUHWDU\ RI 6WDWH¶V DUJXPHQW WKDW, E\ YLUWXH RI VHFWLRQ 13 RI WKH 3$ 2008, WKH PDWWHUV 
WKHQ UDLVHG E\ WKH FODLPDQWV FRXOG RQO\ EH SXUVXHG GXULQJ WKH VL[-ZHHN SHULRG IROORZLQJ 
GHVLJQDWLRQ RI DQ\ $136. +H VWUXFN RXW WKH FODLP. :H UHWXUQ WR WKLV FODLP EHORZ 
(SDUDJUDSK 13�). 

67.  2Q 2 )HEUXDU\ 2017, WKH 6HFUHWDU\ RI 6WDWH ODXQFKHG D FRQVXOWDWLRQ RQ D GUDIW $136 
IRU D SHULRG RI 16 ZHHNV (³WKH )HEUXDU\ 2017 &RQVXOWDWLRQ´). $ FRQVXOWDWLRQ OHDIOHW 
SXEOLVKHG DORQJVLGH WKLV GRFXPHQW, HQWLWOHG ³+HDWKURZ ([SDQVLRQ� +DYH \RXU VD\´, 
VDLG WKDW� ³([SDQVLRQ FDQ EH GHOLYHUHG ZLWKLQ H[LVWLQJ DLU TXDOLW\ UHTXLUHPHQWV, DQG WKLV 
ZLOO EH D FRQGLWLRQ RI SODQQLQJ DSSURYDO´.  ,W UHFRJQLVHG WKDW ³>W@KH SRWHQWLDO LPSDFW RI 
+HDWKURZ ZRXOG KDYH DQ LPSDFW RQ ORFDO FRPPXQLWLHV, DQG WKH JRYHUQPHQW KDV EHHQ 
FOHDU WKDW D ZRUOG-FODVV SDFNDJH RI PHDVXUHV VKRXOG EH SXW LQ SODFH WR VXSSRUW WKHP.´  
,W LQGLFDWHG WKDW ³>W@KH QH[W VWHS LV D 16 ZHHN SXEOLF FRQVXOWDWLRQ RQ D GUDIW >136@´� DQG 
UHIHUUHG WR WKH DSSRLQWPHQW RI 6LU -HUHP\ 6XOOLYDQ ³WR SURYLGH LQGHSHQGHQW RYHUVLJKW 
RI WKH FRQVXOWDWLRQ SURFHVV, DQG HQVXUH LW LV IXOO, IDLU DQG DFFHVVLEOH´.  

68.  $ORQJVLGH WKH GUDIW $136, WKH 6HFUHWDU\ RI 6WDWH ODLG EHIRUH 3DUOLDPHQW DQG SXEOLVKHG 
IRU FRQVXOWDWLRQ VHYHUDO IXUWKHU GRFXPHQWV, LQFOXGLQJ� 

L)  DQ $R6 (LQFOXGLQJ WRSLF OHYHO DSSHQGLFHV) ZLWK D VHSDUDWH QRQ-WHFKQLFDO VXPPDU\ 
DQG VFRSLQJ UHSRUW� 

LL)  D +DELWDWV 5HJXODWLRQV $VVHVVPHQW (³+5$´) (VHH SDUDJUDSK 2�3 EHORZ)� 

LLL)  D +HDOWK ,PSDFW $QDO\VLV� 

LY)  DQ 8SGDWHG $LU 4XDOLW\ 5H-DQDO\VLV 5HSRUW SURGXFHG E\ :63 (³WKH :63  
)HEUXDU\ 2017 $4 5H-DQDO\VLV´)� DQG 

Y)  DQ (TXDOLWLHV ,PSDFW $VVHVVPHQW. 

6�.  $ QXPEHU RI FRQVXOWDWLRQ LQIRUPDWLRQ HYHQWV ZHUH XQGHUWDNHQ, ZKLFK ZHUH SXEOLFLVHG 
DORQJ ZLWK WKH GRFXPHQWV WR ZKLFK ZH KDYH UHIHUUHG. $W WKH VDPH WLPH, WKH 6HFUHWDU\ 
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RI 6WDWH DOVR FRQVXOWHG RQ PRGHUQLVLQJ WKH ZD\ 8. DLUVSDFH LV PDQDJHG.   7KLV ZDV 
FRQVXOWHG RQ LQ SDUDOOHO ZLWK WKH FRQVXOWDWLRQ RQ WKH GUDIW $136. 

70.  7KHUH ZHUH 72,23� UHVSRQVHV WR WKH )HEUXDU\ 2017 &RQVXOWDWLRQ. ,Q 0D\ 2017, WKH 
0D\RU UHVSRQGHG WR WKH FRQVXOWDWLRQ LQ WKH IRUP RI DQ RYHUDUFKLQJ OHWWHU, DV ZHOO DV D 
VHULHV RI WKHPDWLF SDSHUV, LQFOXGLQJ 7I/¶V¶ 7HFKQLFDO 1RWH� 136 &RQVXOWDWLRQ 
5HVSRQVH� 7KHPDWLF 3DSHU� 6XUIDFH $FFHVV (³WKH 7I/ 6XUIDFH $FFHVV 7HFKQLFDO 1RWH´) 
DQG D SDSHU RQ DLU TXDOLW\. 7KH VDPH PRQWK, PRVW RI WKH +LOOLQJGRQ &ODLPDQWV SURYLGHG 
D MRLQW UHVSRQVH WR WKH FRQVXOWDWLRQ. +LOOLQJGRQ LWVHOI DOVR VXEPLWWHG DQ LQGLYLGXDO 
UHVSRQVH. 

71.  ,Q -XO\ 2017, 6LU -HUHP\ 6XOOLYDQ, LQ KLV FDSDFLW\ DV ,QGHSHQGHQW &RQVXOWDWLRQ $GYLVHU, 
FRPSOHWHG KLV LQWHULP UHSRUW FRYHULQJ WKH FRQVXOWDWLRQ RQ WKH GUDIW $136. 7KLV ZDV 
VXEVHTXHQWO\ SXEOLVKHG RQ 7 6HSWHPEHU 2017. 

72.  $ IXUWKHU FRQVXOWDWLRQ ZDV ODXQFKHG RQ 24 2FWREHU 2017 (³WKH 2FWREHU 2017 
&RQVXOWDWLRQ´) WR DOORZ XSGDWHG HYLGHQFH, LQFOXGLQJ WKH *RYHUQPHQW¶V UHYLVHG DYLDWLRQ 
GHPDQG IRUHFDVWV DQG LWV ILQDO $LU 4XDOLW\ 3ODQ 2017 (³WKH $43 2017´), WR EH WDNHQ 
LQWR DFFRXQW DQG FRQVLGHUHG E\ WKH SXEOLF. $ UHYLVHG GUDIW $136 DQG D QXPEHU RI RWKHU 
VXSSRUWLQJ GRFXPHQWV ZHUH SXEOLVKHG DW WKH VDPH WLPH, LQFOXGLQJ DQ XSGDWHG $R6, DQ 
XSGDWHG +5$ DQG D IXUWKHU XSGDWH WR WKH DLU TXDOLW\ UH-DQDO\VLV (³WKH :63 2FWREHU  
2017 $4 5H-DQDO\VLV´). $OVR SXEOLVKHG ZHUH (L) DQ XSGDWH WR WKH )XUWKHU 5HYLHZ DQG 
6HQVLWLYLWLHV 5HSRUW $LUSRUW &DSDFLW\ LQ WKH 6RXWK (DVW SXEOLVKHG LQ 2FWREHU 2016 (³WKH 
8SGDWHG $SSUDLVDO 5HSRUW´), DQG (LL) D UHSRUW HQWLWOHG ³&DUERQ $EDWHPHQW LQ 8. 
$YLDWLRQ´ SURGXFHG E\ 5LFDUGR (QHUJ\ & (QYLURQPHQW. 

73.  2Q 25 2FWREHU 2017, WKH *RYHUQPHQW¶V $43 2017 ZDV FKDOOHQJHG E\ MXGLFLDO UHYLHZ 
(VHH SDUDJUDSKV 220-237 EHORZ IRU WKH KLVWRU\ RI WKLV OLWLJDWLRQ). 7KH FKDOOHQJH UHODWHG 
WR WKH WUHDWPHQW LQ WKH SODQ RI ILYH FLWLHV DQG 45 ORFDO DXWKRULWLHV, DOO RXWVLGH /RQGRQ.  
7KH $43 2017 ZDV GHFODUHG XQODZIXO RQ WKH JURXQG WKDW LW IDLOHG WR FRQWDLQ PHDVXUHV 
VXIILFLHQW WR HQVXUH FRPSOLDQFH ZLWK 'LUHFWLYH 2008/50/(& RI WKH (XURSHDQ 3DUOLDPHQW 
DQG RI WKH &RXQFLO RI 21 0D\ 2008 RQ DPELHQW DLU TXDOLW\ DQG FOHDQHU DLU IRU (XURSH 
(³WKH $LU 4XDOLW\ 'LUHFWLYH´), DQG WKH $LU 4XDOLW\ 6WDQGDUGV 5HJXODWLRQV 2010 (6, 2010 
1R 1001) (³WKH $LU 4XDOLW\ 5HJXODWLRQV´) ZKLFK WUDQVSRVH WKDW 'LUHFWLYH, LQ LGHQWLILHG 
]RQHV (5 (&OLHQW(DUWK) Y 6HFUHWDU\ RI 6WDWH IRU WKH (QYLURQPHQW, )RRG DQG 5XUDO $IIDLUV 
(1R 3) >2018@ (:+& 315 ($GPLQ)). 7KH 45 ORFDO DXWKRULWLHV LQ LVVXH GLG QRW LQFOXGH 
DQ\ RI WKH &ODLPDQWV. )RXU RI WKH +LOOLQJGRQ /RQGRQ %RURXJK &ODLPDQWV DSSOLHG WR 
LQWHUYHQH LQ WKRVH SURFHHGLQJV RQ WKH EDVLV WKDW WKH $43 2017 PDGH QR SURYLVLRQ IRU 
H[SDQVLRQ DW +HDWKURZ. 7KH DSSOLFDWLRQ WR LQWHUYHQH ZDV RSSRVHG E\ WKH 6HFUHWDU\ RI 
6WDWH DQG E\ WKH 6HFUHWDU\ RI 6WDWH IRU %XVLQHVV, (QWHUSULVH DQG ,QGXVWULDO 6WUDWHJ\ (³WKH 
6HFUHWDU\ RI 6WDWH IRU %(,6´), DQRWKHU SDUW\, RQ WKH EDVLV WKDW WKDW LVVXH VKRXOG EH GHDOW 
ZLWK DV D FKDOOHQJH WR WKH $136 XQGHU VHFWLRQ 13 RI WKH 3$ 2008, LI GHVLJQDWHG. 7KH 
DSSOLFDWLRQ WR LQWHUYHQH ZDV KRZHYHU UHIXVHG. 

74.  7KHUH ZHUH 11,028 UHVSRQVHV WR WKH 2FWREHU 2017 &RQVXOWDWLRQ. 7KH VDPH +LOOLQJGRQ 
&ODLPDQWV ZKR MRLQWO\ UHVSRQGHG WR WKH )HEUXDU\ 2017 &RQVXOWDWLRQ DOVR MRLQWO\ 
UHVSRQGHG WR WKLV, UDLVLQJ D QXPEHU RI FRQFHUQV LQFOXGLQJ WKH EDVLV RI WKH SUHIHUHQFH 
IRU H[SDQVLRQ DW +HDWKURZ, VXUIDFH DFFHVV, DLU TXDOLW\, WKH TXDOLW\ RI WKH FRQVXOWDWLRQ 
SURFHVV, WKH 6($ DQG EUHDFKHV RI WKH SULQFLSOHV RI VXVWDLQDEOH GHYHORSPHQW. +LOOLQJGRQ 
DJDLQ DOVR PDGH LWV RZQ UHVSRQVH. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

75.  7I/ VHQW WKH 6HFUHWDU\ RI 6WDWH D UHSRUW GDWHG $XJXVW 2017 SURGXFHG E\ HQJLQHHUV 
LQVWUXFWHG E\ 7I/, 6WHHU 'DYLHV *OHDYH (³6'*´), HQWLWOHG ³+HDWKURZ $LUSRUW 
([SDQVLRQ 6XUIDFH $FFHVV $VVHVVPHQW ± 6XPPDU\ 5HSRUW´ (³WKH 6'* 5HSRUW´) ZKLFK 
UH-DQDO\VHG WKH VXUIDFH DFFHVV GDWD LQFOXGLQJ GDWD ZKLFK KDG QRW EHHQ DQDO\VHG E\ RU 
IRU WKH $&. 

76.  ,Q 'HFHPEHU 2017, WKH 0D\RU VXEPLWWHG D QXPEHU RI GRFXPHQWV LQ UHVSRQVH WR WKH 
FRQVXOWDWLRQ LQFOXGLQJ DQ RYHUDUFKLQJ OHWWHU DQG D GHWDLOHG WHFKQLFDO QRWH, QDPHO\ WKH 
³7I/ 3ODQQLQJ 7HFKQLFDO 1RWH ± 5HYLVHG 1DWLRQDO 3ROLF\ 6WDWHPHQW RQ $LUSRUW 
&DSDFLW\ ± 0D\RU VXEPLVVLRQ WR WKH FRQVXOWDWLRQ´ GDWHG 1RYHPEHU 2017 VXEPLWWHG WR 
WKH 6HFUHWDU\ RI 6WDWH DV SDUW RI WKH 0D\RU¶V VXEPLVVLRQ WR WKH FRQVXOWDWLRQ RQ WKH GUDIW 
$136 (³WKH 7I/ 1RYHPEHU 2017 6XUIDFH $FFHVV 7HFKQLFDO 1RWH´). ,Q -DQXDU\ 2018, 
7I/ SXEOLVKHG DQG VXEPLWWHG D GRFXPHQW, ³7I/ &LW\ 3ODQQLQJ� 7HFKQLFDO QRWH ± 
+HDWKURZ WKLUG UXQZD\� 6XUIDFH DFFHVV DQDO\VLV´, ZKLFK VRXJKW WR VXPPDULVH WKH 
UHVXOWV RI LWV RZQ VXUIDFH DFFHVV DQDO\VLV WR GDWH (³WKH 7I/ -DQXDU\ 2018 6XUIDFH $FFHVV 
7HFKQLFDO 1RWH´). ,Q )HEUXDU\ 2018, $OH[ :LOOLDPV ('LUHFWRU RI &LW\ 3ODQQLQJ DW 7I/) 
ZURWH WR WKH 'LUHFWRU RI $LUSRUW &DSDFLW\ DQG $YLDWLRQ $QDO\VLV DW WKH 'I7 DERXW LWV 
VXUIDFH DFFHVV DQG DLU TXDOLW\ PRGHOOLQJ.  &DUROLQH /RZ UHVSRQGHG LQ 0DUFK 2018. 

77.  ,Q -XQH 2018, WKH 6HFUHWDU\ RI 6WDWH SXEOLVKHG WKH *RYHUQPHQW UHVSRQVH WR WKH 
FRQVXOWDWLRQV RQ WKH GUDIW $136 (³WKH &RQVXOWDWLRQ 5HVSRQVH´), ZKLFK FRQVLGHUHG 
(DPRQJVW RWKHU WKLQJV)� 

L) VXUIDFH DFFHVV (SDJHV 40-50)� 

LL) DLU TXDOLW\ VXSSRUWLQJ PHDVXUHV (SDJHV 51-58)� 

LLL) QRLVH VXSSRUWLQJ PHDVXUHV (SDJHV 5�-72)� 

LY) FDUERQ HPLVVLRQV VXSSRUWLQJ PHDVXUHV (SDJHV 73-80)� DQG 

Y) $R6 (SDJHV �3-105). 

78.  0HDQZKLOH, RQ 1 1RYHPEHU 2017, WKH 7UDQVSRUW &RPPLWWHH (D 6HOHFW &RPPLWWHH RI WKH 
+RXVH RI &RPPRQV) ZDV DSSRLQWHG WR FDUU\ RXW 3DUOLDPHQWDU\ VFUXWLQ\ RI WKH UHYLVHG 
GUDIW $136, DQG LW FRQGXFWHG DQ LQTXLU\ LQWR WKH VDPH. ,W UHFHLYHG ZULWWHQ HYLGHQFH, 
DQG DOVR KHDUG RUDO HYLGHQFH IURP WKLUW\ ZLWQHVVHV, LQFOXGLQJ WKH 0D\RU DQG 'HSXW\ 
0D\RU IRU 7UDQVSRUW. )ROORZLQJ WKH RUDO HYLGHQFH JLYHQ WR WKH 7UDQVSRUW &RPPLWWHH 
E\ WKH 6HFUHWDU\ RI 6WDWH�� WKH 'HSXW\ 0D\RU IRU 7UDQVSRUW ZURWH WR WKH 7UDQVSRUW 
&RPPLWWHH ZLWK D IROORZ XS VXEPLVVLRQ LQ 0DUFK 2018. 7KH 6HFUHWDU\ RI 6WDWH UHSOLHG 
WR ZKDW ZDV VDLG LQ WKDW VXEPLVVLRQ LQ D UHVSRQVH WR WKH &RPPLWWHH. 7KH 7UDQVSRUW 
&RPPLWWHH¶V LQTXLU\ FXOPLQDWHG ZLWK WKH SXEOLFDWLRQ RI D UHSRUW RQ 23 0DUFK 2018, 
ZKLFK PDGH 25 UHFRPPHQGDWLRQV EXW, VXEMHFW WR WKRVH, LW DSSURYHG WKH GUDIW $136. 

7�.  2Q 5 -XQH 2018, WKH *RYHUQPHQW SXEOLVKHG D UHVSRQVH WR WKH 7UDQVSRUW &RPPLWWHH¶V 
UHSRUW, LQ D GRFXPHQW HQWLWOHG WKH ³*RYHUQPHQW UHVSRQVH WR WKH 7UDQVSRUW &RPPLWWHH 
UHSRUW RQ WKH UHYLVHG GUDIW $136´, HVVHQWLDOO\ DJUHHLQJ WR WKH &RPPLWWHH¶V 
UHFRPPHQGDWLRQV. 

80. 7KH VDPH GD\ (5 -XQH 2018), WKH &DELQHW 6XE-&RPPLWWHH PHW, DQG DSSURYHG WKH OD\LQJ 
EHIRUH 3DUOLDPHQW RI WKH ILQDO SURSRVHG $136. 7KDW GHFLVLRQ ZDV QRWHG E\ WKH &DELQHW. 
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$SSURYHG�-XGJPHQW  5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

81.  2Q WKH VDPH GD\, WKH 6HFUHWDU\ RI 6WDWH ODLG EHIRUH 3DUOLDPHQW WKH ILQDO SURSRVHG $136.  
$ORQJVLGH WKLV ZDV SXEOLVKHG, DPRQJVW RWKHU WKLQJV, WKH &RQVXOWDWLRQ 5HVSRQVH DQG WKH 
7UDQVSRUW &RPPLWWHH 5HVSRQVH. 7KHUH ZDV LQ DGGLWLRQ D QXPEHU RI VXSSRUWLQJ 
WHFKQLFDO GRFXPHQWV ODLG EHIRUH 3DUOLDPHQW DQG SXEOLVKHG LQFOXGLQJ� 

L)  DQ $GGHQGXP WR WKH 8SGDWHG $SSUDLVDO 5HSRUW $LUSRUW &DSDFLW\ LQ WKH 6RXWK 
(DVW, L.H. DQ DGGHQGXP WR WKH 8SGDWHG $SSUDLVDO 5HSRUW SXEOLVKHG LQ 2FWREHU 
2017� 

LL)  D ILQDO YHUVLRQ RI WKH $R6, ZLWK FKDSWHUV DQG VXSSRUWLQJ DQQH[HV FRYHULQJ 
(DPRQJVW RWKHU WKLQJV) QRLVH, ELRGLYHUVLW\, DLU TXDOLW\, DQG FDUERQ HPLVVLRQV� 

LLL)  DQ XSGDWHG +HDOWK ,PSDFW $QDO\VLV DQG DSSHQGLFHV� 

LY)  D ILQDO YHUVLRQ RI WKH +5$ ZLWK DSSHQGLFHV� DQG 

Y)  DQ XSGDWHG (TXDOLWLHV ,PSDFW $VVHVVPHQW. 

82.  $KHDG RI D &RPPRQV YRWH RQ WKH GUDIW $136, WKH 6HFUHWDU\ RI 6WDWH PDGH D VWDWHPHQW 
WR 3DUOLDPHQW LQ ZKLFK KH SURPLVHG WKDW DQ\ SRVVLEOH H[SDQVLRQ RI +HDWKURZ ZRXOG EH 
JRYHUQHG E\ ILYH NH\ SOHGJHV� 

³� QR FRVW WR WD[SD\HUV ± WKH QHZ UXQZD\ VFKHPH ZLOO EH 
SULYDWHO\ IXQGHG DQG WKH JRYHUQPHQW ZLOO ZRUN ZLWK LQGXVWU\ WR 
NHHS DLUSRUW FKDUJHV GRZQ 

� D PDVVLYH HFRQRPLF ERRVW WR WKH FRXQWU\ ± QHZ LQWHUQDWLRQDO 
URXWHV, PRUH WKDQ 100,000 QHZ MREV, GRXEOHG IUHLJKW FDSDFLW\ 
DQG EHQHILWV RI XS WR �74 ELOOLRQ WR SDVVHQJHUV DQG WKH ZLGHU 
HFRQRP\ 

� JXDUDQWHHG EHQHILWV IRU WKH ZKROH RI WKH 8. ± FRPPLWPHQW WR 
DERXW 15% RI QHZ VORWV IRU GRPHVWLF URXWHV, QHZ UDLO OLQNV, DQG 
QHZ JOREDO RSSRUWXQLWLHV IRU UHJLRQDO EXVLQHVV 

� HQYLURQPHQWDO SURWHFWLRQ EXLOW-LQ ± H[SDQVLRQ WR EH GHOLYHUHG 
ZLWKLQ H[LVWLQJ FOLPDWH FKDQJH DQG DLU TXDOLW\ REOLJDWLRQV DQG D 
QHZ EDQ RQ VFKHGXOHG QLJKW IOLJKWV 

� FDVW LURQ OHJDO SURWHFWLRQ RQ FRPPLWPHQWV ± +HDWKURZ¶V 
SOHGJHV WR EH OHJDOO\ HQIRUFHDEOH, ZLWK SXQLVKPHQW RI XQOLPLWHG 
ILQHV RU JURXQGHG SODQHV LI SURPLVHV DUH EURNHQ´. 

83.  2Q WKH VDPH GD\ WKDW WKHVH SOHGJHV ZHUH LVVXHG, +DUULVRQ *UDQW (VROLFLWRUV IRU WKH 
+LOOLQJGRQ &ODLPDQWV H[FHSW WKH 0D\RU) ZURWH GLUHFWO\ WR WKH 3ULPH 0LQLVWHU, VWDWLQJ 
WKDW WKH SOHGJHV ZHUH QRW LQ WKH 136 DQG WKHUHIRUH WKHUH ZDV QR VWDWXWRU\ PHFKDQLVP 
IRU HQIRUFLQJ WKHP.  7KH OHWWHU DOVR DVNHG IRU FRQILUPDWLRQ WKDW WKH *RYHUQPHQW ZRXOG 
UH-FRQVXOW WKH SXEOLF DIWHU WKH &OLPDWH &KDQJH &RPPLWWHH (VHH SDUDJUDSK 565 EHORZ) 
KDG UHSRUWHG RQ FOLPDWH FKDQJH GHYHORSPHQWV. 7KH 'I7 SURYLGHG DQ LQWHULP UHSO\ WR 
+DUULVRQ *UDQW RQ 25 -XQH 2018, VWDWLQJ WKDW WKHUH ZRXOG EH QR IXUWKHU FRQVXOWDWLRQ. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

84.  2Q 25 -XQH 2018, WKHUH ZDV D GHEDWH RQ WKH SURSRVHG $136 LQ WKH +RXVH RI &RPPRQV, 
IROORZHG E\ D YRWH DSSURYLQJ WKH $136 E\ 415 YRWHV WR 11�, D PDMRULW\ RI 2�6 ZLWK 
VXSSRUW IURP DFURVV WKH +RXVH. 

85.  2Q 26 -XQH 2018, WKH 6HFUHWDU\ RI 6WDWH GHVLJQDWHG WKH $136 XQGHU VHFWLRQ 5(1) RI WKH 
3$ 2008. 2I FRXUVH, LW LV WKDW GHFLVLRQ WR GHVLJQDWH ZKLFK LV FKDOOHQJHG LQ WKHVH FODLPV.  
2Q WKH VDPH GD\, WKH 6HFUHWDU\ RI 6WDWH DOVR SXEOLVKHG� 

L)  D SRVW-DGRSWLRQ VWDWHPHQW, ³7KH $LUSRUWV 1DWLRQDO 3ROLF\ 6WDWHPHQW� 3RVW 
$GRSWLRQ 6WDWHPHQW´, VHWWLQJ RXW KRZ HQYLURQPHQWDO FRQVLGHUDWLRQV DQG 
FRQVXOWDWLRQ UHVSRQVHV ZHUH LQWHJUDWHG LQWR WKH ILQDO $136� DQG 

LL)  D UHODWLRQVKLS IUDPHZRUN GRFXPHQW, VHWWLQJ RXW KRZ WKH 'I7 DQG +$/ ZRXOG 
ZRUN WRJHWKHU WR DFKLHYH DGGLWLRQDO DLUSRUW FDSDFLW\ WKURXJK DLUSRUW H[SDQVLRQ, 
QHFHVVDU\ DLUVSDFH PRGHUQLVDWLRQ DQG UHODWHG PDWWHUV. 

3UHOLPLQDU\�3RLQW����³1DWLRQDO�SROLF\´�DQG�³*RYHUQPHQW�SROLF\´�

86.  7KH 6HFUHWDU\ RI 6WDWH¶V HYLGHQFH H[SODLQV KRZ, IROORZLQJ WKH $& )LQDO 5HSRUW, 
QDWLRQDO SROLF\ RQ DLUSRUW FDSDFLW\ DQG GHYHORSPHQW HYROYHG OHDGLQJ XS WR WKH 6HFUHWDU\ 
RI 6WDWH¶V GHFLVLRQ RQ 26 -XQH 2018 WR GHVLJQDWH WKH $136. $W NH\ VWDJHV LQ WKH 
HYROXWLRQ RI WKLV SROLF\, WKH DSSURYDO RI WKH &DELQHW 6XE-&RPPLWWHH ZDV VRXJKW VR WKDW 
LWV GHFLVLRQ ZRXOG EH ELQGLQJ DFURVV *RYHUQPHQW E\ YLUWXH RI FROOHFWLYH PLQLVWHULDO 
UHVSRQVLELOLW\ (VHH /RZ 1, SDUDJUDSK 74). $FFRUGLQJO\, WKH GUDIWV RI WKH $136 ZKLFK 
ZHUH WKH VXEMHFW RI SXEOLF FRQVXOWDWLRQ DQG WKH ILQDOO\ GHVLJQDWHG $136 FRXOG, DV D 
PDWWHU RI IDFW, WUXO\ EH VDLG WR EH VWDWHPHQWV RI *RYHUQPHQW SROLF\.  ,QGHHG, WKH $136 
SODLQO\ VWDWHV LQ VHYHUDO SODFHV WKDW LW VHWV RXW *RYHUQPHQW SROLF\ RQ, DPRQJVW RWKHU 
WKLQJV, WKH QHHG IRU QHZ DLUSRUW FDSDFLW\ LQ WKH 6RXWK (DVW RI (QJODQG (H.J. SDUDJUDSK 
1.13). 

87.  +RZHYHU, DOWKRXJK WKH 2008 $FW LPSRVHV ³SDUOLDPHQWDU\ UHTXLUHPHQWV´ LQFOXGLQJ WKH 
OD\LQJ EHIRUH 3DUOLDPHQW E\ WKH 6HFUHWDU\ RI 6WDWH RI DQ\ 136 KH SURSRVHV WR GHVLJQDWH 
(VHFWLRQ �), WKHUH LV QR VWDWXWRU\ UHTXLUHPHQW IRU WKH SROLF\ WR EH DSSURYHG E\ WKH 
&DELQHW RU WR EH *RYHUQPHQW SROLF\ LQ WKLV VHQVH.  6HFWLRQ 5(1) HPSRZHUV WKH UHOHYDQW 
6HFUHWDU\ RI 6WDWH WR GHVLJQDWH DQ 136 LI WKH VWDWHPHQW LV LVVXHG by him DQG ³VHWV RXW 
QDWLRQDO SROLF\ LQ UHODWLRQ WR RQH RU PRUH VSHFLILHG GHVFULSWLRQV RI GHYHORSPHQW´.  7KH 
PHUH XVH RI WKH SKUDVH ³QDWLRQDO SROLF\´ GRHV QRW LPSRVH D OHJDO UHTXLUHPHQW WKDW WKH 
SROLF\ EH DJUHHG E\ WKH *RYHUQPHQW DV VXFK. ,QGHHG, ZKHQ 3DUOLDPHQW LQWHQGHG WR UHIHU 
LQ WKH 3$ 2008 WR ³*RYHUQPHQW SROLF\´ LW GLG VR H[SOLFLWO\ (VHH, H.J., VHFWLRQ 5(8)). 

88.  ,Q DQ\ HYHQW, PHUH HQGRUVHPHQW RI DQ 136 E\ WKH *RYHUQPHQW DV D ZKROH GRHV QRW LQ 
LWVHOI UHQGHU D PLQLVWHULDO GHFLVLRQ WR GHVLJQDWH LPPXQH IURP MXGLFLDO UHYLHZ XQGHU 
VHFWLRQ 13. ,QGHHG, ZKHUH D 6HFUHWDU\ RI 6WDWH SURPRWHV DQ 136 EHIRUH (H.J.) D &DELQHW 
6XE-&RPPLWWHH IRU LWV DSSURYDO, LI WKH 136 KH SURPRWHV VXIIHUV IURP D OHJDO GHIHFW (H.J. 
LI, LQ GHFLGLQJ WR SURPRWH LW, WKH 6HFUHWDU\ RI 6WDWH WRRN LQWR DFFRXQW DQ LUUHOHYDQW 
FRQVLGHUDWLRQ), WKDW PD\ JLYH ULVH WR D JURXQG RI FKDOOHQJH XQGHU VHFWLRQ 13, WKH H[SUHVV 
ODQJXDJH RI ZKLFK DOORZV WKH FRXUW WR UHYLHZ, DPRQJVW RWKHU WKLQJV, ³DQ\WKLQJ GRQH, RU 
RPLWWHG WR EH GRQH, E\ WKH 6HFUHWDU\ RI 6WDWH LQ WKH FRXUVH RI SUHSDULQJ >DQ 136@´ 
(VHFWLRQ 13(1)). 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

8�.  2Q WKH RWKHU KDQG, ZH DFFHSW WKDW LW LV DSSURSULDWH IRU WKH FRXUW WR FRQVLGHU ZKHWKHU, DV 
D PDWWHU RI IDFW, WKH 6HFUHWDU\ RI 6WDWH¶V SURPRWLRQ RI, DQG GHFLVLRQ WR GHVLJQDWH, DQ 
136 ZDV materially LQIOXHQFHG E\ D OHJDO HUURU. 7KDW UHTXLUHV D FRQVLGHUDWLRQ RI WKH 
FRQWH[W, ZKLFK PD\ LQFOXGH WKH ZKROH SURFHVV OHDGLQJ XS WR GHVLJQDWLRQ� DQG, IRU 
H[DPSOH, WKH ZD\ LQ ZKLFK KH SUHVHQWHG WKH PHULWV RI WKH SURSRVHG SROLF\ WR D &DELQHW 
6XE-&RPPLWWHH. 7KLV PD\ VKRZ WKDW DQ\ OHJDO IODZ ZDV LPPDWHULDO IRU WKH SXUSRVHV 
RI GHWHUPLQLQJ WKH OHJDOLW\ RI D GHFLVLRQ WR GHVLJQDWH DQ 136 (RU RI DQ\ SUHSDUDWRU\ 
VWHSV WDNHQ E\ WKH 6HFUHWDU\ RI 6WDWH). 

�0.  7KH 6HFUHWDU\ RI 6WDWH DFFHSWV WKDW DQDO\VLV.  

3UHOLPLQDU\�3RLQW����6HFWLRQV�������E��DQG��������E���7KH�5HODWLRQVKLS�EHWZHHQ�WKH�136�
DQG�WKH�'&2�3URFHVVHV�

�1.  0U 0DXULFL VXEPLWWHG WKDW PDQ\ RI WKH JURXQGV RI FKDOOHQJH ZHUH VLPSO\ GLVJXLVHG 
FULWLFLVPV RI WKH PHULWV RI WKH $136 DQG RI WKH DVVHVVPHQW RI WKH LVVXHV ZKLFK ZHUH 
WDNHQ LQWR DFFRXQW LQ WKH 6HFUHWDU\ RI 6WDWH¶V GHFLVLRQ WR GHVLJQDWH.  +H DOVR VXEPLWWHG 
WKDW, DV D JHQHUDO SURSRVLWLRQ, WKH 3$ 2008 GRHV QRW SUHFOXGH LQ WKH '&2 SURFHVV WKH 
PDNLQJ RI REMHFWLRQV WR D SURSRVDO, RU WKHLU FRQVLGHUDWLRQ E\ WKH ([DPLQLQJ $XWKRULW\ 
DQG WKH 6HFUHWDU\ RI 6WDWH, LQ UHODWLRQ WR PDWWHUV VXFK DV VXUIDFH DFFHVV, DLU TXDOLW\, 
QRLVH, FDUERQ HPLVVLRQV, HFRORJ\ DQG ELRGLYHUVLW\. &RQVHTXHQWO\, IRU H[DPSOH, DV WKH 
$FW LWVHOI PDNHV FOHDU, HYHQ ZKHUH DQ 136 KDV LGHQWLILHG D VXLWDEOH ORFDWLRQ IRU D 
SDUWLFXODU GHVFULSWLRQ RI GHYHORSPHQW, LW ZRXOG EH RSHQ WR WKH 6HFUHWDU\ RI 6WDWH WR 
UHIXVH DQ DSSOLFDWLRQ IRU D '&2 LI KH FRQVLGHUHG WKDW WKH DGYHUVH LPSDFWV DULVLQJ IURP 
VXFK PDWWHUV ZRXOG RXWZHLJK WKH EHQHILWV RI WKH SURSRVHG GHYHORSPHQW (VHFWLRQ 104(7) 
DQG (�)). 

�2.  2Q WKH RWKHU KDQG, 0U 0DXULFL (VXSSRUWHG E\ 0U +XPSKULHV IRU +$/) VXEPLWWHG WKDW 
WKH $136 LQ WKLV FDVH KDV HVWDEOLVKHG WKUHH PDWWHUV RI QDWLRQDO SROLF\ ZKLFK FDQQRW EH 
FKDOOHQJHG LQ WKH '&2 SURFHVV E\ YLUWXH RI VHFWLRQV 87(3)(E), �4(8) DQG 106(1)(E), 
QDPHO\ WKDW�  

L)  WKHUH LV D SUHVVLQJ QDWLRQDO QHHG IRU QHZ DLUSRUW FDSDFLW\ LQ WKH 6RXWK (DVW RI 
(QJODQG� 

LL)  WKLV QHHG VKRXOG EH PHW E\ WKH 1:5 6FKHPH DV WKH VFKHPH SUHIHUUHG E\ WKH 
*RYHUQPHQW DQG QRW E\ DQ\ RI WKH DOWHUQDWLYHV FRQVLGHUHG� DQG  

LLL)  WKH DVVHVVPHQWV ZKLFK DQ DSSOLFDQW IRU D '&2 ZLOO KDYH WR FDUU\ RXW DQG WKH 
SODQQLQJ WHVWV WKDW LW ZLOO KDYH WR PHHW LQ RUGHU IRU DQ RUGHU WR EH JUDQWHG DUH DV 
VHW RXW LQ WKH $136. 

�3.  :H QRWH WKDW VHFWLRQV 87(3)(E), �4(8) DQG 106(1)(E) FRQIHU D power WR GLVUHJDUG 
UHSUHVHQWDWLRQV UHODWLQJ WR WKH PHULWV RI SROLF\ LQ DQ 136, DQG GR QRW LPSRVH DQ 
DEVROXWH, H[FOXVLRQDU\ EDU. +RZHYHU, ZH DFFHSW WKDW WKH WUXH FRQVWUXFWLRQ RI WKHVH 
UHVWULFWLRQV PD\ LQ DQ\ HYHQW KDYH LPSOLFDWLRQV IRU WKH VWDQGDUG RI UHYLHZ DSSOLHG E\ 
WKH FRXUW LQ D FKDOOHQJH XQGHU VHFWLRQ 13 WR WKH $136, D PDWWHU ZKLFK ZH FRQVLGHU 
EHORZ (VHH SDUDJUDSKV 141 DQG IROORZLQJ). ,W LV WKHUHIRUH D PDWWHU ZKLFK ZH QHHG WR 
FRQVLGHU. 
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�4.  7KHUH LV QR GLVSXWH WKDW WKH SROLF\ LQ WKH $136 GRHV LGHQWLI\ WKH QHHG IRU QHZ DLUSRUW 
FDSDFLW\ LQ WKH 6RXWK (DVW RI (QJODQG DQG GRHV VWDWH WKDW WKLV QHHG VKRXOG EH PHW E\ WKH 
SURYLVLRQ RI WKH 1:5 6FKHPH (H.J. SDUDJUDSKV 1.13-1.15). 

�5.  0U 3OHPLQJ FRQWHQGV WKDW WKH HIIHFW RI WKH $136 LV WKDW REMHFWLRQV WR D '&2 SURSRVDO 
IRU VXFK D UXQZD\ PD\ EH GLVUHJDUGHG XQGHU VHFWLRQV 87(3)(E), �4(8) DQG 106(1)(E) LQ 
VR IDU DV WKH\ UHODWH WR WKH 6HFUHWDU\ RI 6WDWH¶V VWUDWHJLF GHFLVLRQ WR VHOHFW WKH 1:5 
6FKHPH DV WKH SUHIHUUHG VFKHPH, VDYH LQ WKH OLPLWHG FDVH ZKHUH WKHUH KDV EHHQ DQ\ 
FKDQJH LQ WKH FLUFXPVWDQFHV XSRQ ZKLFK DQ\ SROLF\ VHW RXW LQ WKH $136 ZDV GHFLGHG. 
6XEMHFW WR WKDW H[FHSWLRQ, KH DFFHSWHG WKDW REMHFWLRQV WR DQ DSSOLFDWLRQ IRU D '&2 LQ 
UHVSHFW RI DQ 1:5 6FKHPH UHODWHG WR (H.J.) VXUIDFH DFFHVV, QRLVH DQG DLU TXDOLW\ FRXOG 
EH GLVUHJDUGHG LQ VR IDU DV LW PD\ EH FRQWHQGHG WKDW DQ DOWHUQDWLYH VFKHPH (H.J. WKH 
*DWZLFN 25 6FKHPH) ZRXOG EH SUHIHUDEOH LQ WKRVH UHVSHFWV (SDUDJUDSK 3 RI WKH 
$GGHQGXP WR WKH $JUHHG 6WDWHPHQW). 

�6.  7KH SULPDU\ UHVSRQVH RI 0U 0DXULFL DQG 0U +XPSKULHV ZDV WKDW, LI WKHUH ZHUH WR EH D 
PDWHULDO FKDQJH LQ FLUFXPVWDQFHV IURP WKRVH XSRQ ZKLFK SROLF\ LQ WKH $136 ZDV 
IRXQGHG, WKHQ WKH VWDWXWRU\ VFKHPH SURYLGHG IRU KRZ WKDW VKRXOG EH DGGUHVVHG. 6HFWLRQ 
6(1) UHTXLUHV WKH 6HFUHWDU\ RI 6WDWH WR UHYLHZ DQ 136 ZKHQHYHU KH ³WKLQNV LW DSSURSULDWH 
WR GR VR´. ,Q GHFLGLQJ ZKHQ WR FDUU\ RXW D UHYLHZ, KH PXVW FRQVLGHU (DPRQJVW RWKHU 
WKLQJV) ZKHWKHU, VLQFH WKH WLPH ZKHQ WKH 136 ZDV ILUVW SXEOLVKHG RU ODVW UHYLHZHG, 
³WKHUH KDV EHHQ D VLJQLILFDQW FKDQJH LQ DQ\ FLUFXPVWDQFHV RQ WKH EDVLV RI ZKLFK DQ\ RI 
WKH SROLF\ VHW RXW LQ WKH VWDWHPHQW >RU UHOHYDQW SDUW@ ZDV GHFLGHG´ DQG WKDW FKDQJH ZDV 
QRW DQWLFLSDWHG DW WKDW WLPH (VHFWLRQ 6(3) DQG (4)). 7KH\ FRQWHQG WKDW WKDW SURYLVLRQ LV 
H[KDXVWLYH� WKH VWDWXWRU\ VFKHPH WKXV H[FOXGHV WKH SRVVLELOLW\ RI XVLQJ WKH '&2 SURFHVV 
WR DUJXH WKDW SROLF\ LQ WKH 136 VKRXOG EH GLVUHJDUGHG RU DWWUDFW UHGXFHG ZHLJKW EHFDXVH 
RI DQ\ FKDQJH LQ FLUFXPVWDQFH. 

�7.  ,Q DGGLWLRQ, UHO\LQJ XSRQ 5 (7KDPHV %OXH *UHHQ (FRQRP\ /LPLWHG) Y 6HFUHWDU\ RI 6WDWH 
IRU &RPPXQLWLHV DQG /RFDO *RYHUQPHQW >2015@ (:+& 727 ($GPLQ) XSKHOG >2015@ 
(:&$ &LY 876� >2016@ -3/ 157 DQG 5 (6FDULVEULFN) Y 6HFUHWDU\ RI 6WDWH IRU 
&RPPXQLWLHV DQG /RFDO *RYHUQPHQW >2017@ (:&$ &LY 787, 0U +XPSKULHV DSSHDUHG 
WR DGYDQFH D PRUH IDU-UHDFKLQJ SURSRVLWLRQ RI JHQHUDO DSSOLFDWLRQ, QDPHO\ WKDW DQ 
DOWHUQDWLYH WR WKH VFKHPH SURSRVHG LQ DQ DSSOLFDWLRQ IRU GHYHORSPHQW FRQVHQW VLPSO\ 
FDQQRW EH FRQVLGHUHG LQ WKH '&2 SURFHVV. 

�8.  7KH H[HUFLVH RI WKH SRZHUV LQ VHFWLRQV 87(3)(E), �4(8) DQG 106(1)(E) WR GLVUHJDUG 
UHSUHVHQWDWLRQV ZRXOG IDOO WR EH FRQVLGHUHG LQ WKH FLUFXPVWDQFHV DSSHUWDLQLQJ DW VRPH 
SRLQW LQ WKH IXWXUH GXULQJ D '&2 SURFHVV. )XUWKHUPRUH, ZH GLG QRW KHDU IXOO DUJXPHQW 
RQ DOO RI WKH SRWHQWLDO LPSOLFDWLRQV RI WKHVH ULYDO FRQWHQWLRQV.  7KHUHIRUH, LQ UHVSHFW RI 
WKHVH LVVXHV, ZH FRQILQH RXUVHOYHV WR WKRVH PDWWHUV ZKLFK DW WKLV VWDJH QHHG WR EH, DQG 
FDQ SURSHUO\ EH, DGGUHVVHG. 

��.  ,W LV LPSRUWDQW WR UHFRJQLVH WKDW, E\ YLUWXH RI VHFWLRQ 5(5), WKH QDWXUH DQG FRQWHQW RI 
136V PD\ GLIIHU VXEVWDQWLDOO\. $Q 136 PD\ VHW RXW D W\SH RI GHYHORSPHQW ZKLFK LV 
³DSSURSULDWH´ HLWKHU QDWLRQDOO\ RU IRU D VSHFLILHG DUHD. 6R, LW PD\ VWDWH WKDW WKHUH LV D 
QHHG IRU VXFK GHYHORSPHQW. ,W PD\ JR RQ WR LGHQWLI\ WKH VFDOH RI WKH GHYHORSPHQW ZKLFK 
LV QHFHVVDU\, EXW QHHG QRW GR VR.  ,W PD\ LGHQWLI\ D VWDWXWRU\ XQGHUWDNHU WR FDUU\ RXW WKH 
GHYHORSPHQW, EXW LW PD\ EH QHXWUDO DV WR WKH LGHQWLW\ RI WKH GHYHORSHU. ,W PD\ LGHQWLI\ 
RQH RU PRUH ORFDWLRQV DV EHLQJ VXLWDEOH IRU VXFK GHYHORSPHQW, EXW DJDLQ QHHG QRW GR VR� 
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LW PD\, IRU H[DPSOH, VLPSO\ VHW RXW FULWHULD WR HQDEOH WKH VXLWDELOLW\ RI D SURSRVHG 
ORFDWLRQ IRU WKH GHYHORSPHQW WR EH GHWHUPLQHG WKURXJK WKH '&2 SURFHVV.  

100.  6HFWLRQV 87(3)(E), �4(8) DQG 106(1)(E) PHUHO\ HQWLWOH WKH ([DPLQLQJ $XWKRULW\ DQG 
6HFUHWDU\ RI 6WDWH UHVSHFWLYHO\, ZKHQ FRQVLGHULQJ D '&2, WR GLVUHJDUG UHSUHVHQWDWLRQV 
ZKLFK UHODWH WR WKH PHULWV RI SROLF\ VHW RXW LQ DQ 136. &OHDUO\, ZKHUH DQ 136 GRHV QRW 
OD\ GRZQ SROLF\ RQ D SDUWLFXODU PDWWHU, WKH SRZHU WR GLVUHJDUG REMHFWLRQV GRHV QRW DSSO\ 
WR WKDW PDWWHU. 7KDW VHHPV WR XV WR EH D PRGHVW DQG REYLRXV SURSRVLWLRQ. 6R LI, IRU 
H[DPSOH, DQ 136 GRHV QRW FRQWDLQ D SROLF\ HQGRUVLQJ D SDUWLFXODU ORFDWLRQ IRU WKH 
GHYHORSPHQW LGHQWLILHG, WKRVH SURYLVLRQV ZRXOG QRW DOORZ DQ REMHFWLRQ SURPRWLQJ WKH 
UHODWLYH DGYDQWDJHV RI DQ DOWHUQDWLYH ORFDWLRQ WR EH GLVUHJDUGHG. 7KH VDPH DQDO\VLV 
ZRXOG DSSO\ ZKHUH DQ 136 VWDWHV WKDW D SDUWLFXODU QHHG VKRXOG EH PHW, EXW GRHV QRW 
UHTXLUH WKDW D SDUWLFXODU W\SH RI LQIUDVWUXFWXUH RU WHFKQRORJ\ EH XVHG. ,Q WKRVH 
FLUFXPVWDQFHV, DOWHUQDWLYH VFKHPHV FRXOG EH SUHVHQWHG DQG UHOLHG XSRQ E\ REMHFWRUV.   

101.  6FDULVEULFN LOOXVWUDWHV WKLV SURSRVLWLRQ LQ DFWLRQ. ,W FRQFHUQHG SDUDJUDSK 3.1 RI WKH 136 
IRU +D]DUGRXV :DVWH, ZKLFK LGHQWLILHG D QDWLRQDO QHHG IRU DGGLWLRQDO KD]DUGRXV ZDVWH 
IDFLOLWLHV DQG LQGLFDWHG D UDQJH RI WHFKQRORJLHV WKDW FRXOG EH FRQVLGHUHG LQ LQGLYLGXDO 
DSSOLFDWLRQV. %XW WKH 136 GLG QRW LGHQWLI\ WKH VFDOH RI WKH QHHG WR EH PHW (H.J. WKH 
DPRXQW RI DGGLWLRQDO ZDVWH FDSDFLW\ UHTXLUHG) ZKHWKHU RQ D QDWLRQDO RU UHJLRQDO EDVLV, 
RU PRUH ORFDOO\. ,W ODLG GRZQ ZKDW /LQGEORP /- (JLYLQJ WKH MXGJPHQW RI WKH FRXUW) 
GHVFULEHG DV D JHQHUDO RU ³TXDOLWDWLYH´ QHHG (VHH >24@). 7KLV QDWLRQDO QHHG ZDV D PDWWHU 
WR EH ZHLJKHG LQ WKH EDODQFH ZKHQ LQGLYLGXDO DSSOLFDWLRQV IRU D '&2 FDPH  WR EH  
GHFLGHG (VHH >2�@). 7KH ZHLJKW WR EH JLYHQ WR WKDW IDFWRU ZRXOG EH D PDWWHU RI MXGJPHQW 
IRU WKH GHFLVLRQ-PDNHU LQ HDFK FDVH (VHH >31@). /LQGEORP /- DFFHSWHG WKDW DOWHUQDWLYH 
ORFDWLRQV FRXOG LQ WKDW FDVH EH D UHOHYDQW FRQVLGHUDWLRQ (VHH >68@->6�@)� EXW WKDW ZDV LQ 
WKH FRQWH[W RI DQ 136 ZKLFK GLG QRW VHOHFW ORFDWLRQV DQG UXOH RXW DOWHUQDWLYHV. 

102.  7KH 136 IRU :DVWH :DWHU FRQVLGHUHG LQ %OXH *UHHQ (FRQRP\ ZDV YHU\ GLIIHUHQW. 7KH 
SUREOHP LW VRXJKW WR DGGUHVV ZDV WKDW WKH FDSDFLW\ RI WKH VHZHUDJH V\VWHP LQ /RQGRQ 
ZDV LQVXIILFLHQW WR FRSH ZLWK GHPDQG, UHVXOWLQJ LQ WKH GLVFKDUJH RI XQWUHDWHG VHZDJH 
LQWR WKH 5LYHU 7KDPHV LQ EUHDFK RI (8 'LUHFWLYHV. 2QH RSWLRQ ZDV WKH FRQVWUXFWLRQ RI 
WKH 7KDPHV 7LGHZD\ 7XQQHO WR WDNH WKH RYHUORDG WR D WUHDWPHQW SODQW. 7KH SROLF\ 
FRQVLGHUHG DOWHUQDWLYHV, EXW FRQFOXGHG WKDW WKHUH ZDV D QDWLRQDO QHHG IRU WKH 
FRQVWUXFWLRQ RI WKH WXQQHO, SUHIHUULQJ LW WR YDULRXV DOWHUQDWLYH VWUDWHJLHV WR WDFNOH WKH 
SUREOHP ZKLFK LW VSHFLILFDOO\ UHMHFWHG. 2Q WKH '&2 DSSOLFDWLRQ, REMHFWLRQV ZKLFK 
VRXJKW WR DGYDQFH DOWHUQDWLYH VROXWLRQV ZHUH GLVUHJDUGHG XQGHU VHFWLRQV 87(3)(E), �4(8) 
DQG 106(1)(E). 

103.  7KRVH GHFLVLRQV WR GLVUHJDUG ZHUH FKDOOHQJHG. 7KH FODLPDQW VXEPLWWHG WKDW LQ HIIHFW 
WKH ([DPLQLQJ $XWKRULW\ DQG WKH 6HFUHWDU\ RI 6WDWH KDG IDLOHG WR H[HUFLVH DQ\ GLVFUHWLRQ 
XQGHU HLWKHU SURYLVLRQ EHFDXVH WKH\ KDG FRQFOXGHG WKDW WKH\ ODFNHG MXULVGLFWLRQ WR 
FRQVLGHU WKH REMHFWLRQV (VHH >25@ DQG >31@). 2XVHOH\ - KHOG WKDW WKDW ZDV XQDUJXDEOH. ,W 
ZDV ³LQHYLWDEOH´ WKDW REMHFWLRQV EDVHG RQ XQVSHFLILHG DOWHUQDWLYH VFKHPHV ZRXOG EH 
GLVUHJDUGHG DV FKDOOHQJLQJ WKH PHULWV RI WKLV SDUWLFXODU 136, ZKLFK KDG UHMHFWHG WKH 
DOWHUQDWLYHV (VHH >32@). 7KH MXGJH KHOG WKDW DOWHUQDWLYH VFKHPHV FRXOG QRW EH WDNHQ LQWR 
DFFRXQW XQGHU VHFWLRQ 104(3) EHFDXVH WKH 136 UXOHG WKHP RXW LQ H[SOLFLW WHUPV� DQG 
WKH\ FRXOG QRW EH FRQVLGHUHG XQGHU VHFWLRQ 104(7) EHFDXVH WKDW SURYLVLRQ (D) ZDV 
OLPLWHG WR WKH EHQHILWV DQG GLVEHQHILWV RI WKH SURSRVHG VFKHPH DQG (E) FRXOG QRW EH XVHG 
WR FLUFXPYHQW WKH HIIHFW RI VHFWLRQ 104(3) (VHH >37@->43@).   
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104.  :H FRQVLGHU WKH ex tempore UHDVRQLQJ RI 2XVHOH\ - WR KDYH EHHQ HVVHQWLDOO\ FRUUHFW, 
DQG DQ DSSOLFDWLRQ RI WKH PRGHVW SURSRVLWLRQ ZH KDYH GHVFULEHG. +RZHYHU, LQVRIDU DV 
KH VXJJHVWHG WKLV WR KDYH EHHQ WKH FDVH, ZH GR QRW DFFHSW WKDW WKH ODQJXDJH RI VHFWLRQ 
104(7) E\ LWVHOI UXOHV RXW WKH FRQVLGHUDWLRQ RI DOWHUQDWLYHV WR WKH GHYHORSPHQW SURSRVHG 
LQ DQ DSSOLFDWLRQ IRU D '&2. ,W LV QRW UHVWULFWHG WR WKH EHQHILWV DQG GLVEHQHILWV RI WKH 
SURSRVHG VFKHPH, DV WKH GHFLVLRQ LQ 6FDULVEULFN GHPRQVWUDWHV.  

105.  7KH UHIXVDO RI SHUPLVVLRQ WR DSSO\ IRU MXGLFLDO UHYLHZ ZDV XSKHOG LQ WKH &RXUW RI 
$SSHDO, RQ WKH SDSHUV E\ 6XOOLYDQ /- DQG WKHQ DW D KHDULQJ E\ 6DOHV /- (DV KH WKHQ ZDV).  
*UHDW HPSKDVLV ZDV SODFHG E\ 6XOOLYDQ /- XSRQ WKH WHUPV RI WKH ³QR DOWHUQDWLYHV WR WKH 
WXQQHO´ SROLF\ LQ WKH 136� DQG E\ 6DOHV /- RQ WKH DYDLODELOLW\ RI WKH UHYLHZ SURFHGXUH 
XQGHU VHFWLRQ 6 DV WKH PRUH DSSURSULDWH DQG SURSHU ZD\ WR DGGUHVV D VLJQLILFDQW FKDQJH 
LQ FLUFXPVWDQFHV (VHH >11@ DQG >14@). 

106.  :H GR QRW FRQVLGHU WKDW WKH %OXH *UHHQ (FRQRP\ MXGJPHQWV OHQG DQ\ VXSSRUW WR WKH 
VXEPLVVLRQ ZH XQGHUVWRRG 0U +XPSKULHV WR PDNH WKDW, LQ WKH '&2 SURFHVV, VHFWLRQ 
104(7) UHDG ZLWK VHFWLRQ 104(3) SUHFOXGHV WKH FRQVLGHUDWLRQ RI DOWHUQDWLYHV WR D 
*RYHUQPHQW SUHIHUHQFH HYHQ ZKHUH DOWHUQDWLYHV KDYH QRW EHHQ UHMHFWHG E\ WKH 136. 
:KHUH DOWHUQDWLYHV KDYH QRW EHHQ UHMHFWHG LQ DQ 136, VHFWLRQ 104(7) VWLOO DOORZV WKH 
VWULNLQJ RI WKH SODQQLQJ EDODQFH DJDLQVW WKH GHYHORSPHQW DV DQ H[FHSWLRQ WR WKH 
SUHVXPSWLRQ FUHDWHG E\ VXE-VHFWLRQ (3) LQ IDYRXU RI GHYHORSPHQW SURSRVHG LQ WKH 
ORFDWLRQ SUHIHUUHG E\ WKH SROLF\� DQG WKDW DOORZV REMHFWLRQV RQ WKH EDVLV WKDW  DQ  
DOWHUQDWLYH LV SUHIHUDEOH. 7KDW LV UHLQIRUFHG E\ VHFWLRQ 104(�), DQG KDV EHHQ FRQILUPHG 
E\ 6FDULVEULFN. %XW WKH VDPH LV QRW WUXH LQ UHODWLRQ WR WKH FRPSDUDWLYH PHULWV RI DQ 
DOWHUQDWLYH VFKHPH ZKLFK WKH SROLF\ LQ WKH 136 KDV UHMHFWHG, WKXV H[FOXGLQJ WKH 
FRQVLGHUDWLRQ RI WKDW DOWHUQDWLYH.   

107.  0RUHRYHU, WKH MXGJPHQW RI 6DOHV /- LQ %OXH *UHHQ (FRQRP\ XQGHUPLQHV 0U 3OHPLQJ¶V 
VXEPLVVLRQ WKDW WKDW H[FOXVLRQ GRHV QRW DSSO\ ZKHUH DQ REMHFWRU VHHNV WR UHO\ XSRQ D 
FKDQJH LQ WKH FLUFXPVWDQFHV XSRQ ZKLFK WKDW SROLF\ GHFLVLRQ ZDV EDVHG. ,QGHHG, OLNH 
6DOHV /-, ZH DUH UHLQIRUFHG LQ RXU YLHZ RI WKH UHODWLRQVKLS EHWZHHQ WKH 136 DQG '&2 
SURFHVVHV E\ WKH SURYLVLRQV RI VHFWLRQ 6 RI WKH 3$ 2008. 1DWLRQDO LQIUDVWUXFWXUH SURMHFWV 
RIWHQ JLYH ULVH WR D KRVW RI LVVXHV DQG LW LV TXLWH SRVVLEOH WKDW UHOHYDQW FRQVLGHUDWLRQV 
ZLOO FKDQJH RU HYROYH DIWHU DQ 136 KDV EHHQ GHVLJQDWHG, SDUWLFXODUO\ ZKHUH ORQJ OHDG-
LQ WLPHV DUH LQYROYHG. )RU H[DPSOH, WKH VFLHQFH RQ FOLPDWH FKDQJH RU ULVNV WR SXEOLF 
KHDOWK IURP SROOXWLRQ PD\ FKDQJH, DORQJ ZLWK VROXWLRQV IRU DGGUHVVLQJ VXFK PDWWHUV. 
3DUOLDPHQW ZDV FOHDUO\ DZDUH RI WKLV SRVVLELOLW\� DQG SURYLGHG IRU LW LQ VHFWLRQ 6.  

108.  6HFWLRQ 6(3) DQG (4) OD\ GRZQ WKUHH PDWWHUV ZKLFK PXVW EH FRQVLGHUHG E\ WKH 6HFUHWDU\ 
RI 6WDWH ZKHQ GHFLGLQJ ZKHQ WR UHYLHZ DQ 136 RU SDUW WKHUHRI. +H PXVW FRQVLGHU QRW 
RQO\ ZKHWKHU WKHUH KDV EHHQ D VLJQLILFDQW FKDQJH LQ FLUFXPVWDQFHV RQ WKH EDVLV RI ZKLFK 
SROLF\ LQ WKH 136 ZDV GHFLGHG DQG ZKLFK ZDV QRW DQWLFLSDWHG DW WKH WLPH ZKHQ WKH 136 
ZDV ILUVW SXEOLVKHG (RU ODVW UHYLHZHG)� EXW DOVR, FULWLFDOO\, ZKHWKHU, LI WKDW FKDQJH KDG 
EHHQ DQWLFLSDWHG DW WKDW WLPH, WKH SROLF\ ZRXOG KDYH EHHQ PDWHULDOO\ GLIIHUHQW. 7KLV 
IRUPXODWLRQ FOHDUO\ OD\V GRZQ WKH VWDWXWRU\ SULQFLSOH WKDW VLJQLILFDQW FKDQJHV LQ 
FLUFXPVWDQFH DIIHFWLQJ WKH EDVLV IRU D SROLF\ LQ DQ 136 DUH WR EH WDNHQ LQWR DFFRXQW LI, 
DIWHU DVVHVVPHQW, WKH UHOHYDQW 6HFUHWDU\ RI 6WDWH FRQVLGHUV WKDW WKH SROLF\ ZRXOG KDYH 
EHHQ PDWHULDOO\ GLIIHUHQW DQG RQO\ WKURXJK WKH VWDWXWRU\ SURFHVV  RI UHYLHZ.  7KLV  
SULQFLSOH DFFRUGV ZLWK WKH VWDWXWRU\ VFKHPH XQGHU ZKLFK, LQ VHFWLRQV 5 DQG 6, 3DUOLDPHQW 
KDV SODFHG WKH UHVSRQVLELOLW\ IRU VHWWLQJ QDWLRQDO SROLF\ RQ LQIUDVWUXFWXUH SURMHFWV XSRQ 
WKH 6HFUHWDU\ RI 6WDWH, VXEMHFW WR FRPSO\LQJ ZLWK WKH SXEOLFLW\, FRQVXOWDWLRQ DQG 



� �
�

�

�

  
 

�
 

 
 

�  
 

�   

�   

�  
 

�   
 

   
 

�  
 

 

�
    

�      
   

   
  

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

SDUOLDPHQWDU\ UHTXLUHPHQWV ODLG GRZQ E\ WKH 2008 $FW. ,I KH FRQVLGHUV WKDW WKH 
GHVLJQDWHG SROLF\ ZRXOG QRW KDYH EHHQ ³PDWHULDOO\ GLIIHUHQW´, ZKLFK LV DQ HVVHQWLDO WHVW, 
WKHQ WKH QDWLRQDO SROLF\ IUDPHZRUN KH KDV VHW, DQG WR ZKLFK VHFWLRQ 104(3) DSSOLHV LQ 
WKH '&2 SURFHVV, UHPDLQV XQFKDQJHG.  

10�.  7KLV DQDO\VLV ZRXOG QRW SUHFOXGH WKH PDNLQJ RI DQ REMHFWLRQ LQ WKH '&2 SURFHVV WKDW 
WKHUH KDV EHHQ D FKDQJH LQ FLUFXPVWDQFH VLQFH WKH GHVLJQDWLRQ RI DQ 136 WKDW DIIHFWV 
WKH DVVHVVPHQW RI WKH DGYHUVH LPSDFWV RI WKH SURSRVHG GHYHORSPHQW LWVHOI DQG PD\ FDXVH 
WKH EDODQFH VWUXFN XQGHU VHFWLRQ 104(7) WR FRPH GRZQ DJDLQVW WKH JUDQWLQJ RI 
GHYHORSPHQW FRQVHQW. 

110.  7KHUHIRUH, LQVRIDU DV LW ZDV LQ DQ\ ZD\ FRQWHQWLRXV ± DQG, DV ZH XQGHUVWRRG LW, LW ZDV 
LQ IDFW FRPPRQ JURXQG ± ZH DFFHSW 0U 0DXULFL¶V VXEPLVVLRQ DV VHW RXW LQ SDUDJUDSK 
�2 DERYH. :H DUH TXLWH VDWLVILHG WKDW WKH $136 FRQFOXGHG DV D PDWWHU RI SROLF\ WKDW� 

L)  WKHUH LV D SUHVVLQJ QDWLRQDO QHHG IRU QHZ DLUSRUW FDSDFLW\ LQ WKH 6RXWK (DVW RI 
(QJODQG� 

LL)  WKLV QHHG VKRXOG EH PHW E\ WKH 1:5 6FKHPH DV WKH VFKHPH SUHIHUUHG E\ WKH 
*RYHUQPHQW DQG QRW E\ DQ\ RI WKH DOWHUQDWLYHV FRQVLGHUHG� DQG  

LLL)  WKH DVVHVVPHQWV ZKLFK DQ DSSOLFDQW IRU D '&2 ZLOO KDYH WR FDUU\ RXW DQG WKH 
SODQQLQJ WHVWV WKDW LW ZLOO KDYH WR PHHW LQ RUGHU IRU DQ RUGHU WR EH JUDQWHG DUH DV 
VHW RXW LQ WKH $136. 

7KHUHIRUH, DV D UHVXOW RI VHFWLRQV 87(3)(E), �4(8) DQG 106(1)(E) RI WKH 3$ 2008, WKRVH 
PDWWHUV FRXOG QRW EH FKDOOHQJHG LQ DQ\ IXWXUH '&2 SURFHVV. 

111.  +RZHYHU, IRU WKH UHDVRQV ZH KDYH JLYHQ, ZH UHMHFW ERWK (L) WKH +LOOLQJGRQ &ODLPDQWV¶ 
VXEPLVVLRQ WKDW DQ\ FKDQJH LQ FLUFXPVWDQFH XSRQ ZKLFK WKH SROLF\ SUHIHUHQFH LQ WKH 
136 IRU WKH 1:5 6FKHPH ZDV EDVHG FRXOG HQWLWOH DQ REMHFWRU LQ D '&2 SURFHVV WR UHO\ 
XSRQ DQ DOWHUQDWLYH VFKHPH DQG (LL) DQ\ EURDG VXEPLVVLRQ WKDW DOWHUQDWLYHV WR D VFKHPH 
SURSRVHG LQ DQ DSSOLFDWLRQ IRU D '&2 JHQHUDOO\ PD\ QRW EH FRQVLGHUHG LQ WKH '&2 
SURFHVV. 

112.  7KH DQDO\VLV VHW RXW DERYH GRHV QRW GHDO VSHFLILFDOO\ ZLWK WKH +DELWDWV 'LUHFWLYH. ,Q WKH 
+DELWDWV VHFWLRQ EHORZ, IURP SDUDJUDSK 286 ZH DGGUHVV WKH UHODWLRQVKLS EHWZHHQ 3$ 
2008 DQG WKDW 'LUHFWLYH� DQG IURP SDUDJUDSK 332 ZH FRQVLGHU ZKHWKHU WKLV DQDO\VLV 
QHHGV WR EH PRGLILHG LQ UHODWLRQ WR WKH FRQVLGHUDWLRQ RI ³DOWHUQDWLYH VROXWLRQV´. 

3UHOLPLQDU\�3RLQW����6HFWLRQ�������³5HDVRQV�IRU�WKH�SROLF\´�

113.  6HFWLRQ 5(7) RI WKH 3$ 2008 UHTXLUHV DQ 136 WR ³JLYH UHDVRQV IRU WKH SROLF\ VHW RXW LQ 
WKH VWDWHPHQW´. ,W ZDV VXEPLWWHG RQ EHKDOI RI VHYHUDO &ODLPDQWV WKDW WKLV LQ HIIHFW 
LQFOXGHG D GXW\ WR JLYH UHDVRQV LQ UHODWLRQ WR WKH UHVSRQVHV UHFHLYHG GXULQJ WKH 
FRQVXOWDWLRQ ZKLFK PXVW EH FDUULHG RXW XQGHU VHFWLRQ 7.   

114.  $Q LVVXH  WKHQ DURVH DV  WR ZKHWKHU WKH VWDQGDUG  ODLG GRZQ  LQ 6RXWK %XFNV 'LVWULFW 
&RXQFLO Y 3RUWHU (1R 2) >2004@ 1 8.+/ 33� >2014@ 1 :/5 1�53 IRU WKH DGHTXDF\ RI 
UHDVRQV LQ WKH GHWHUPLQDWLRQ RI SODQQLQJ DSSHDOV VKRXOG EH DSSOLHG LQ WKLV FRQWH[W 
ZLWKRXW DQ\ PRGLILFDWLRQ. 7KHUH DUH REYLRXV GLIIHUHQFHV, ZKLFK PLJKW MXVWLI\ D 
GLVWLQFWLRQ LQ VWDQGDUG. 6RXWK %XFNV FRQFHUQHG UHDVRQV IRU D GHFLVLRQ RQ ZKHWKHU WR 
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JUDQW SODQQLQJ SHUPLVVLRQ IRU D VSHFLILF GHYHORSPHQW, D SURFHGXUH ZKLFK LQYROYHV WKH 
UHVROXWLRQ RI WKH SULQFLSDO LVVXHV UDLVHG E\ WKH SDUWLHV FRQFHUQHG LQ WKH DSSHDO. +HUH ZH 
DUH GHDOLQJ ZLWK WKH SUHSDUDWLRQ DQG DGRSWLRQ RI SROLF\� LQGHHG, SROLF\ DW D QDWLRQDO, 
VWUDWHJLF OHYHO. 

115.  +RZHYHU, LQ RXU YLHZ, WKH PDWWHU PXVW EH DSSURDFKHG LQ D GLIIHUHQW ZD\.  6HFWLRQ 5(7) 
GRHV QRW UHIHU WR WKH JLYLQJ RI UHDVRQV RQ WKH RXWFRPH RI WKH FRQVXOWDWLRQ SURFHVV DW DOO.  
,QVWHDG, LW IRUPV SDUW RI WKH VWDWXWRU\ GHILQLWLRQ RI WKH FRQWHQWV RI DQ 136, ZKLFK LV WKH 
VXEMHFW PDWWHU RI WKLV SDUW RI VHFWLRQ 5. 7KH 136 PXVW FRQWDLQ WKH 6HFUHWDU\ RI 6WDWH¶V 
SROLF\ RQ WKH GHYHORSPHQW GHVFULEHG (VHFWLRQ 5(1)), ZKLFK PD\ LQFOXGH SROLFLHV RI WKH 
NLQG VHW RXW LQ VHFWLRQ 5(5). ,I DQ 136 VHWV RXW SROLF\ LQ UHODWLRQ WR D SDUWLFXODU 
GHVFULSWLRQ RI GHYHORSPHQW, LW PXVW DOVR VHW RXW FULWHULD IRU WKH GHVLJQ RI WKDW GHVFULSWLRQ 
RI GHYHORSPHQW (VHFWLRQ 5(6)). 6WLOO LQ WKH FRQWH[W RI GHILQLQJ ZKDW DQ 136 PXVW 
FRQWDLQ, VHFWLRQ 5(7) UHTXLUHV WKDW LW PXVW DOVR JLYH WKH 6HFUHWDU\ RI 6WDWH¶V UHDVRQV (L.H. 
UDWLRQDOH) IRU WKH SROLF\. ,Q SDUWLFXODU, WKRVH UHDVRQV PXVW LQFOXGH ³DQ H[SODQDWLRQ RI 
KRZ WKH SROLF\ LQ WKH VWDWHPHQW WDNHV DFFRXQW RI *RYHUQPHQW SROLF\ UHODWLQJ WR WKH 
PLWLJDWLRQ RI, DQG DGDSWDWLRQ WR, FOLPDWH FKDQJH´ (VHFWLRQ 5(8)).        

116.  ,Q RXU YLHZ, DOWKRXJK VHFWLRQ 5(7) UHTXLUHV DQ 136 WR FRQWDLQ WKH UDWLRQDOH IRU WKH 
SROLF\, LW GRHV QRW UHTXLUH HYHU\ UHDVRQ DQG FRQVLGHUDWLRQ WKH SROLF\-PDNHU KDG LQ PLQG 
ZKHQ SURPRWLQJ RU GHVLJQDWLQJ WKH 136 WR EH VHW RXW LQ WKH VWDWHPHQW, IRU WKH IROORZLQJ 
UHDVRQV. 

117.  6HFWLRQ 5(7) LV QRW FRQFHUQHG ZLWK UHDVRQV IRU PDNLQJ D GHFLVLRQ, EXW UDWKHU UHDVRQV IRU 
PDNLQJ D SROLF\. +RZHYHU, HYHQ LQ WKH IRUPHU FDVH, WKH GXW\ WR JLYH UHDVRQV GRHV QRW 
UHTXLUH WKH GHFLVLRQ-PDNHU WR UHIHU WR HYHU\ UHOHYDQW FRQVLGHUDWLRQ ZKLFK KH KDV WDNHQ 
LQWR DFFRXQW. *HQHUDOO\, WKHUH LV QR REOLJDWLRQ RQ D GHFLVLRQ-PDNHU WR UHIHU WR HYHU\ 
PDWHULDO FRQVLGHUDWLRQ KH KDV WDNHQ LQWR FRQVLGHUDWLRQ, EHFDXVH WKDW ZRXOG EH ³DQ 
XQMXVWLILDEOH EXUGHQ´ (VHH 6RXWK %XFNV DW >34@ SHU /RUG %URZQ RI (DWRQ-XQGHU-
+H\ZRRG, FLWLQJ ZLWK DSSURYDO %ROWRQ 0HWURSROLWDQ 'LVWULFW &RXQFLO Y 6HFUHWDU\ RI 
6WDWH IRU WKH (QYLURQPHQW (1��5) 71 3&&5 30� DW SDJHV 314-5 SHU /RUG /OR\G RI 
%HUZLFN). ,Q 6RXWK %XFNV DW >25@ DQG >36@, /RUG %URZQ UHLWHUDWHG WKH SRLQW PDGH E\ 
WKH +RXVH RI /RUGV LQ :HVWPLQVWHU &LW\ &RXQFLO Y *UHDW 3RUWODQG (VWDWHV SOF >1�85@ 
$& 661, WKDW UHDVRQV JLYHQ IRU SODQQLQJ GHFLVLRQV FDQ EH ³EULHIO\ VWDWHG´. )RU H[DPSOH, 
LQ UHODWLRQ WR WKH IRUPHU GXW\ RI D ORFDO DXWKRULW\ WR JLYH UHDVRQV IRU LWV GHFLVLRQV RQ DQ 
,QVSHFWRU¶V UHSRUW RQ WKH LQTXLU\ KHOG WR FRQVLGHU REMHFWLRQV WR D GUDIW ORFDO SODQ, WKH 
UHDVRQV JLYHQ E\ :HVWPLQVWHU &LW\ &RXQFLO, ZKLFK WKH +RXVH RI /RUGV KHOG WR EH OHJDOO\ 
DGHTXDWH LQ WKDW FDVH, ZHUH LQGHHG WHUVH. 7KH\ UHVSRQGHG WR WKH ,QVSHFWRU¶V FULWLFLVPV 
RI KLJKO\ FRQWURYHUVLDO SROLFLHV UHVWULFWLQJ RIILFH GHYHORSPHQW RXWVLGH D ³FHQWUDO 
DFWLYLWLHV ]RQH´ VLPSO\ E\ VD\LQJ ³QRW DFFHSWHG´ DQG UHO\LQJ LQ HIIHFW XSRQ WKH YHU\ 
SDUDJUDSKV LQ WKH GUDIW SODQ ZKLFK KDG JLYHQ ULVH WR WKH REMHFWLRQV (VHH SDJHV 671* WR 
673*). %HFDXVH RI WKLV OLPLWHG REOLJDWLRQ LQ UHODWLRQ WR WKH JLYLQJ RI UHDVRQV IRU D 
GHFLVLRQ, WKHUH LV RQO\ OLPLWHG VFRSH IRU WKH FRXUW WR GUDZ DQ LQIHUHQFH WKDW D UHOHYDQW 
FRQVLGHUDWLRQ QRW PHQWLRQHG LQ D GHFLVLRQ-PDNHU¶V H[SUHVV UHDVRQLQJ KDV QRW EHHQ WDNHQ 
LQWR DFFRXQW. 

118.  +RZHYHU, VHFWLRQ 5(7) GRHV QRW FRQFHUQ WKH JLYLQJ RI UHDVRQV IRU D VSHFLILF GHFLVLRQ, 
EXW UDWKHU UHDVRQV IRU WKH SROLF\ VHW RXW LQ WKH VWDWHPHQW. ,Q DVVHVVLQJ ZKDW WKLV UHTXLUHV, 
ZH FRQVLGHU WKH ZHOO-HVWDEOLVKHG DSSURDFK WR WKH VWDWXWRU\ UHTXLUHPHQWV IRU WKH VWUXFWXUH 
DQG FRQWHQW RI GHYHORSPHQW SODQV WR EH LQVWUXFWLYH. :KHQ WDNHQ WRJHWKHU, WKH ³ORFDO 
GHYHORSPHQW GRFXPHQWV´ (L.H. GHYHORSPHQW SODQV DQG VXSSOHPHQWDU\ SODQQLQJ 
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GRFXPHQWV) RI D ORFDO SODQQLQJ DXWKRULW\ PXVW VHW RXW WKDW DXWKRULW\¶V SROLFLHV UHODWLQJ 
WR WKH GHYHORSPHQW DQG XVH RI  ODQG LQ  WKHLU  DUHD (VHFWLRQ  17(3)  RI WKH 3ODQQLQJ DQG 
&RPSXOVRU\ 3XUFKDVH $FW 2004). ,Q DGGLWLRQ, UHJXODWLRQ 8(2) RI WKH 7RZQ DQG &RXQWU\ 
3ODQQLQJ (/RFDO 3ODQQLQJ) ((QJODQG) 5HJXODWLRQV 2012 (6, 2012 1R 767) UHTXLUHV VXFK 
GRFXPHQWV WR FRQWDLQ D ³UHDVRQHG MXVWLILFDWLRQ´ RI WKHLU SROLFLHV. 7KH VXSSRUWLQJ 
UDWLRQDOH IRU WKH SROLFLHV LQ D SODQ PD\ DOVR EH XVHG DV DQ DLG WR WKH SURSHU LQWHUSUHWDWLRQ 
RI WKRVH SROLFLHV, VR ORQJ DV LW LV QRW XVHG WR FRQWUDGLFW RU ³WUXPS´ WKH ODQJXDJH XVHG LQ 
WKRVH SROLFLHV (5 (&KHUNOH\ &DPSDLJQ /LPLWHG) Y 0ROH 9DOH 'LVWULFW &RXQFLO >2014@ 
(:&$ &LY 567 DW >14@). 7KHUHIRUH, D ³UHDVRQHG MXVWLILFDWLRQ´ RU UHDVRQV IRU D SROLF\ 
LQ D GHYHORSPHQW SODQ LQ RQO\ EURDG WHUPV PD\ EH JLYHQ. 

11�.  :H FRQVLGHU VHFWLRQ 5(7), SURSHUO\ FRQVWUXHG, UHTXLUHV D VLPLODU DSSURDFK� WKH 6HFUHWDU\ 
RI 6WDWH¶V REOLJDWLRQ LV WR JLYH UHDVRQV (L.H. UDWLRQDOH) IRU KLV SROLF\.   7KH LQFOXVLRQ RI 
WKH SROLF\-PDNHU¶V UDWLRQDOH IRU KLV SROLF\ LQ D GUDIW 136 FRQWULEXWHV WR WKH SURYLVLRQ 
RI DGHTXDWH LQIRUPDWLRQ WR HQDEOH FRQVXOWHHV WR PDNH LQWHOOLJHQW UHVSRQVHV LQ WKH 
FRQVXOWDWLRQ H[HUFLVH. %XW WKDW UDWLRQDOH VKRXOG QRW EH WDNHQ WR UHSUHVHQW WKH WRWDOLW\ RI 
WKH SROLF\-PDNHU¶V UHDVRQV IRU SXWWLQJ IRUZDUG WKH SROLF\. ,W LV IRU WKH 6HFUHWDU\ RI 
6WDWH WR PDNH MXGJPHQWV DERXW ZKDW PDWWHUV WR LQFOXGH LQ WKH 136 LWVHOI, DQG WR ZKDW 
OHYHO RI GHWDLO� DQG ZKDW PDWHULDO XVHG WR VXSSRUW WKRVH SROLFLHV VKRXOG EH VHW RXW LQ 
RWKHU GRFXPHQWV DFFRPSDQ\LQJ WKH GUDIW 136 SXEOLVKHG IRU FRQVXOWDWLRQ (H.J. WKH $R6 
DQG DQ\ +5$). ,Q VXFK D FRPSOH[ DUHD DV DYLDWLRQ LQIUDVWUXFWXUH SROLF\, SODLQO\ LW 
ZRXOG EH LPSUDFWLFDO WR LQFOXGH LQ WKH 136, ZKHWKHU D GUDIW RU DV ILQDOO\ GHVLJQDWHG, 
HYHU\ PDWWHU UHOLHG XSRQ E\ WKH SROLF\-PDNHU DV D UHDVRQ IRU KLV SROLF\� DQG IRU WKH 
UHDVRQV ZH KDYH JLYHQ, LW LV XQQHFHVVDU\ IRU WKH 6HFUHWDU\ RI 6WDWH WR JLYH UHDVRQV IRU 
UHMHFWLQJ HYHU\ SRLQW PDGH LQ UHVSRQVH WR FRQVXOWDWLRQ.  

120.  )XUWKHUPRUH, VR IDU DV UHDVRQV IRU QRW DFFHSWLQJ FRQVXOWDWLRQ UHVSRQVHV DUH FRQFHUQHG, 
WKH FRQVXOWDWLRQ UHTXLUHPHQW LQ VHFWLRQ 5(4) DSSOLHV WR ³WKH SURSRVDO´, ZKLFK LV GHILQHG 
VR DV WR UHIHU WR ³WKH VWDWHPHQW´ WKDW WKH 6HFUHWDU\ RI 6WDWH proposes WR GHVLJQDWH DV D 
³QDWLRQDO SROLF\ VWDWHPHQW´ (VHFWLRQ 7(2) DQG (3)). 7KXV, WKH REOLJDWLRQ LV WR FRQVXOW QRW 
RQO\ RQ WKH GUDIW SROLF\, EXW DOVR WKH UHDVRQV IRU SURSRVLQJ WR PDNH WKDW SROLF\, L.H. LWV 
UDWLRQDOH. ,W LV WKHUHIRUH FOHDU WKDW WKRVH UHDVRQV FDQQRW EH WKH 6HFUHWDU\ RI 6WDWH¶V 
UHDVRQLQJ LQ response WR UHSUHVHQWDWLRQV PDGH LQ WKH FRQVXOWDWLRQ H[HUFLVH. %\ 
GHILQLWLRQ, LW ZRXOG EH LPSRVVLEOH WR LQFOXGH WKDW UHDVRQLQJ LQ WKH SURSRVDO ZKLFK LV WR 
EH WKH VXEMHFW RI FRQVXOWDWLRQ XQGHU VHFWLRQ 7.  

121.  :H WKHUHIRUH FRQVLGHU 3ODQ % (DUWK (DQG, LQVRIDU DV KH PDGH WKH VXEPLVVLRQ, 0U 
6SXUULHU) WR EH LQFRUUHFW LQ VXEPLWWLQJ WKDW VHFWLRQ 5(7) UHDVRQV KDYH WR EH 
FRPSUHKHQVLYH� DQG LQ VHHNLQJ WR WUHDW WKH UHDVRQV LQFOXGHG LQ WKH $136 SXUVXDQW WR 
VHFWLRQ 5(7) DV DQ H[KDXVWLYH VWDWHPHQW RI DOO WKH UHDVRQLQJ ZKLFK XQGHUSLQQHG WKH 
SROLFLHV VHW RXW LQ WKH 136. 

122.  ,W IROORZV WKDW WKH PHUH IDFW WKDW D PDWWHU KDV QRW EHHQ PHQWLRQHG LQ WKH UHDVRQV VWDWHG 
LQ WKH 136 LWVHOI FDQQRW EH UHOLHG XSRQ E\ D FODLPDQW WR GHPRQVWUDWH WKDW D PDWHULDO 
FRQVLGHUDWLRQ KDV EHHQ OHIW RXW RI DFFRXQW E\ WKH 6HFUHWDU\ RI 6WDWH. 

123.  )XUWKHUPRUH, DV ZH KDYH H[SODLQHG LQ SDUDJUDSKV 11�-120 DERYH, VHFWLRQ 5(7) GRHV QRW 
LPSRVH DQ\ REOLJDWLRQ RQ WKH 6HFUHWDU\ RI 6WDWH WR JLYH UHDVRQV UHVSRQGLQJ WR SRLQWV 
UDLVHG LQ FRQVXOWDWLRQ (H.J. SDUWLFXODU REMHFWLRQV WR KLV SROLF\). $Q\ VXFK REOLJDWLRQ LV 
FRQILQHG WR WKH FRPPRQ ODZ UHTXLUHPHQWV IRU FRQVXOWDWLRQ, WKH VXEMHFW WR ZKLFK ZH 
WXUQ LQ WKH QH[W VHFWLRQ. 
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3UHOLPLQDU\�3RLQW����6HFWLRQ����&RQVXOWDWLRQ�5HTXLUHPHQWV�

124.  7KH 3$ 2008 GRHV QRW OD\ GRZQ D GHWDLOHG SURFHGXUH IRU WKH FDUU\LQJ RXW RI WKH 
FRQVXOWDWLRQ H[HUFLVH. 6HFWLRQ 7(2) UHTXLUHV WKH 6HFUHWDU\ RI 6WDWH WR� 

³... FDUU\ RXW VXFK FRQVXOWDWLRQ, DQG DUUDQJH IRU VXFK SXEOLFLW\, 
DV WKH 6HFUHWDU\ RI 6WDWH WKLQNV DSSURSULDWH LQ UHODWLRQ WR WKH 
SURSRVDO.´ 

7KDW JLYHV WKH 6HFUHWDU\ RI 6WDWH D EURDG GLVFUHWLRQ.   

125.  +RZHYHU, HYHQ ZKHUH, DV KHUH, WKH GXW\ WR FRQVXOW LV EURDG DQG DULVHV IURP VWDWXWH, LW LV 
FRPPRQ JURXQG WKDW LW LV VXEMHFW WR WKH SULQFLSOHV VHW RXW E\ 6WHSKHQ 6HGOH\ 4& DV 
DSSURYHG E\ +RGJVRQ - LQ 5 Y %UHQW /RQGRQ %RURXJK &RXQFLO H[ SDUWH *XQQLQJ (1�85) 
84 /*5 168 DQG HQGRUVHG E\ WKH 6XSUHPH &RXUW LQ 5 (0RVHOH\) Y +DULQJH\ /RQGRQ 
%RURXJK &RXQFLO >2014@ 8.+/ 56� >2014@ 1 :/5 3�47 DW >25@ SHU /RUG :LOVRQ -6& 
(³WKH *XQQLQJ SULQFLSOHV´)� 

³)LUVW, WKDW FRQVXOWDWLRQ PXVW EH DW D WLPH ZKHQ SURSRVDOV DUH VWLOO 
DW D IRUPDWLYH VWDJH. 6HFRQG, WKDW WKH SURSRVHU PXVW JLYH 
VXIILFLHQW UHDVRQV IRU DQ\ SURSRVDO WR SHUPLW RI LQWHOOLJHQW 
FRQVLGHUDWLRQ DQG UHVSRQVH. 7KLUG« WKDW DGHTXDWH WLPH PXVW EH 
JLYHQ IRU FRQVLGHUDWLRQ DQG UHVSRQVH DQG, ILQDOO\, IRXUWK, WKDW WKH 
SURGXFW RI FRQVXOWDWLRQ PXVW EH FRQVFLHQWLRXVO\ WDNHQ LQWR 
DFFRXQW LQ ILQDOLVLQJ DQ\ VWDWXWRU\ SURSRVDOV.´ 

126.  )XUWKHUPRUH, FRQVLGHUDWLRQV RI IDLUQHVV PD\ LQIOXHQFH WKH VWDQGDUGV H[SHFWHG IRU 
SURSHU FRQVXOWDWLRQ, EHFDXVH (DPRQJVW RWKHU WKLQJV) WKDW LV OLNHO\ WR UHVXOW LQ EHWWHU 
GHFLVLRQ-PDNLQJ (0RVHOH\ DW >24@� 0RVHOH\ WRR ZDV FRQFHUQHG ZLWK D VWDWXWRU\ 
REOLJDWLRQ WR FRQVXOW). /RUG 5HHG -6& SUHIHUUHG WR OD\ OHVV HPSKDVLV XSRQ WKH FRPPRQ 
ODZ GXW\ WR DFW IDLUO\ DQG PRUH XSRQ WKH VWDWXWRU\ FRQWH[W DQG SXUSRVH RI WKH GXW\ 
LPSRVHG E\ WKH OHJLVODWLRQ LQ TXHVWLRQ. ,Q WKDW FDVH, LW UHTXLUHG WKH ORFDO DXWKRULW\ WR 
FRQVXOW XSRQ D UHSODFHPHQW FRXQFLO WD[ EHQHILW VFKHPH ZLWK SHUVRQV OLNHO\ WR KDYH DQ 
LQWHUHVW LQ LWV RSHUDWLRQ. ,Q SUDFWLFH, WKH FRXQFLO FRQVXOWHG ZLWK DOO LWV FLWL]HQV. 

127.  ,Q WKH SUHVHQW FDVH, WKH FRQVXOWDWLRQ H[HUFLVH QHHGHG WR EH GLUHFWHG DW WKRVH DIIHFWHG E\ 
WKH SURSRVDOV IRU WKH 1:5 6FKHPH DQG WKH YDULRXV DOWHUQDWLYHV FRQVLGHUHG, ZKLFK 
ZRXOG LQFOXGH PHPEHUV RI WKH SXEOLF, UHOHYDQW ORFDO DXWKRULWLHV, RWKHU ERGLHV DQG 
FRPPHUFLDO LQWHUHVWV. ,Q WKRVH FLUFXPVWDQFHV, WKH IROORZLQJ REVHUYDWLRQV E\ /RUG 5HHG 
LQ 0RVHOH\ DUH SHUWLQHQW� 

³38. 6XFK ZLGH-UDQJLQJ FRQVXOWDWLRQ, LQ UHVSHFW RI WKH H[HUFLVH 
RI D ORFDO DXWKRULW\¶V H[HUFLVH RI D JHQHUDO SRZHU LQ UHODWLRQ WR 
ILQDQFH, LV IDU UHPRYHG LQ FRQWH[W DQG VFRSH IURP WKH VLWXDWLRQV 
LQ ZKLFK WKH FRPPRQ ODZ KDV UHFRJQLVHG D GXW\ RI SURFHGXUDO 
IDLUQHVV. 7KH SXUSRVH RI SXEOLF FRQVXOWDWLRQ LQ WKDW FRQWH[W LV LQ 
P\ RSLQLRQ QRW WR HQVXUH SURFHGXUDO IDLUQHVV LQ WKH WUHDWPHQW RI 
SHUVRQV ZKRVH OHJDOO\ SURWHFWHG LQWHUHVWV PD\ EH DGYHUVHO\ 
DIIHFWHG, DV WKH FRPPRQ ODZ VHHNV WR GR. 7KH SXUSRVH RI WKLV 
SDUWLFXODU VWDWXWRU\ GXW\ WR FRQVXOW PXVW, LQ P\ RSLQLRQ, EH WR 
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HQVXUH SXEOLF SDUWLFLSDWLRQ LQ WKH ORFDO DXWKRULW\¶V GHFLVLRQ-
PDNLQJ SURFHVV. 

3�. ,Q RUGHU IRU WKH FRQVXOWDWLRQ WR DFKLHYH WKDW REMHFWLYH, LW 
PXVW IXOILO FHUWDLQ PLQLPXP UHTXLUHPHQWV. 0HDQLQJIXO SXEOLF 
SDUWLFLSDWLRQ LQ WKLV SDUWLFXODU GHFLVLRQ-PDNLQJ SURFHVV, LQ D 
FRQWH[W ZLWK ZKLFK WKH JHQHUDO SXEOLF FDQQRW EH H[SHFWHG WR EH 
IDPLOLDU, UHTXLUHV WKDW WKH FRQVXOWHHV VKRXOG EH SURYLGHG QRW RQO\ 
ZLWK LQIRUPDWLRQ DERXW WKH GUDIW VFKHPH, EXW DOVR ZLWK DQ RXWOLQH 
RI WKH UHDOLVWLF DOWHUQDWLYHV, DQG DQ LQGLFDWLRQ RI WKH PDLQ UHDVRQV 
IRU WKH DXWKRULW\¶V DGRSWLRQ RI WKH GUDIW VFKHPH. 7KDW IROORZV, LQ 
WKLV FRQWH[W, IURP WKH JHQHUDO REOLJDWLRQ WR OHW FRQVXOWHHV NQRZ 
µZKDW WKH SURSRVDO LV DQG H[DFWO\ ZK\ LW LV XQGHU SRVLWLYH 
FRQVLGHUDWLRQ, WHOOLQJ WKHP HQRXJK (ZKLFK PD\ EH D JRRG GHDO) 
WR HQDEOH WKHP WR PDNH DQ LQWHOOLJHQW UHVSRQVH¶ (5 Y 1RUWK DQG 
(DVW 'HYRQ +HDOWK $XWKRULW\ H[ SDUWH &RXJKODQ >1���@ (:&$ 
&LY 1871� >2001@ 4% 213 DW >112@ SHU /RUG :RROI 05).´ 

128.  7KH JURXQGV RI FKDOOHQJH LQ WKHVH SURFHHGLQJV FRQFHUQLQJ FRQVXOWDWLRQ GR QRW FRQWHQG 
WKDW FRQVXOWHHV ZHUH SUHYHQWHG IURP SDUWLFLSDWLQJ LQ WKH GHFLVLRQ-PDNLQJ SURFHVV 
OHDGLQJ XS WR GHVLJQDWLRQ RI WKH $136. 

12�.  +RZHYHU, LQ UHODWLRQ WR WKH ILUVW *XQQLQJ SULQFLSOH, VRPH &ODLPDQWV VXEPLW (XQGHU LVVXH 
11, DQG WKH +LOOLQJGRQ &ODLPDQWV¶ *URXQG 6 DQG 0U 6SXUULHU¶V *URXQGV 1 DQG 2) WKDW 
WKH 6HFUHWDU\ RI 6WDWH IDLOHG WR FDUU\ RXW WKH FRQVXOWDWLRQ ZLWK D VXIILFLHQWO\ RSHQ PLQG.  
:H ZLOO GHDO ZLWK WKH ODZ RQ WKDW VXEMHFW ZKHQ ZH FRPH WR GHDO ZLWK WKRVH JURXQGV 
(VHH SDUDJUDSKV 508-535 EHORZ). 

130.  ,Q UHODWLRQ WR WKH IRXUWK *XQQLQJ SULQFLSOH, LW LV VXEPLWWHG DW YDULRXV SRLQWV LQ WKH 
JURXQGV WKDW WKH 6HFUHWDU\ RI 6WDWH IDLOHG WR JLYH DGHTXDWH UHDVRQV DGGUHVVLQJ SRLQWV 
UDLVHG LQ WKH FRQVXOWDWLRQ H[HUFLVH, UHIOHFWLQJ D IDLOXUH FRQVFLHQWLRXVO\ WR WDNH WKHP LQWR 
DFFRXQW. 

131.  :H ZHUH UHIHUUHG WR YHU\ OLWWOH DXWKRULW\ RQ WKH VFRSH RI DQ\ REOLJDWLRQ WR JLYH UHDVRQV 
LQ FRQQHFWLRQ ZLWK WKH IRXUWK *XQQLQJ SULQFLSOH, SDUWLFXODUO\ LQ FDVHV LQYROYLQJ D YHU\ 
ODUJH FRQVXOWDWLRQ H[HUFLVH RU WKH IRUPXODWLRQ RI D VWUDWHJLF GHYHORSPHQW SROLF\� EXW, LQ 
RXU YLHZ, WZR DXWKRULWLHV DUH RI VRPH DVVLVWDQFH� 5 (:HVW %HUNVKLUH 'LVWULFW &RXQFLO) 
Y 6HFUHWDU\ RI 6WDWH IRU &RPPXQLWLHV DQG /RFDO *RYHUQPHQW >2016@ (:&$ &LY 441� 
>2016@ 1 :/5 3�23 DQG 5 (%XFNLQJKDPVKLUH &RXQW\ &RXQFLO) Y 6HFUHWDU\ RI 6WDWH IRU 
7UDQVSRUW >2013@ (:+& 481 ($GPLQ).  

132.  :HVW %HUNVKLUH FRQFHUQHG DQ DPHQGPHQW RI QDWLRQDO SODQQLQJ SROLF\ ZKLFK H[HPSWHG 
VPDOO-VFDOH KRXVLQJ GHYHORSPHQWV IURP PDNLQJ DQ\ FRQWULEXWLRQ WR DIIRUGDEOH KRXVLQJ 
UHTXLUHPHQWV, RQH OLPE RI ZKLFK ZDV DV IROORZV� 

³'HYHORSPHQWV RI 10 XQLWV RU 1000 VT P RU OHVV (LQFOXGLQJ 
DQQH[HV DQG H[WHQVLRQV) ZRXOG EH excluded IURP DIIRUGDEOH 
KRXVLQJ OHYLHV DQG WDULII EDVHG FRQWULEXWLRQV.´ 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

133.  2QH JURXQG RI FKDOOHQJH ZDV WKDW WKH 0LQLVWHU¶V FRQVXOWDWLRQ XSRQ WKH SURSRVDOV ZDV 
OHJDOO\ LQDGHTXDWH, RQH VWUDQG RI ZKLFK ZDV WKDW KH KDG IDLOHG WR UHVSRQG WR WKH 
FRQVXOWDWLRQ UHSUHVHQWDWLRQV WKDW WKH OHYHO RI XQLWV VKRXOG EH WKUHH QRW WHQ.    

134.  *LYLQJ WKH MXGJPHQW RI WKH FRXUW, /DZV DQG 7UHDF\ /-- KHOG WKDW WKH 6HFUHWDU\ RI 6WDWH 
KDG EHHQ HQWLWOHG WR FRQVLGHU WKH ZKROH UDQJH RI UHVSRQVHV PDGH WR KLP DQG WKHQ WR 
IRUP KLV RZQ FRQFOXVLRQV LQGHSHQGHQWO\ RI WKH YLHZV RI DQ\ VHFWLRQ RI FRQVXOWHHV. ,Q 
SDUWLFXODU, KH KDG QRW EHHQ REOLJHG WR H[SODLQ ZK\ KH KDG VHW WKH WKUHVKROG DW RQH OHYHO 
(WHQ XQLWV) UDWKHU WKDQ DQRWKHU LQ UHVSRQVH WR WKH UHSUHVHQWDWLRQV UHFHLYHG (WKUHH XQLWV).  
,W ZDV XQQHFHVVDU\ IRU KLP WR GHVFHQG WR WKDW OHYHO RI SDUWLFXODULW\ RU WR FRQGXFW GHWDLOHG 
DQDO\VLV RI DOWHUQDWLYH RSWLRQV EHIRUH KLP. +H ZDV XQGHU QR REOLJDWLRQ WR FRQVXOW RQ 
HYHU\ LWHP RI GHWDLO ± RU WR FRQVLGHU DQG UHVSRQG WR HYHU\ LWHP RI  GHWDLO LQ  WKH  
FRQVXOWDWLRQ UHVSRQVHV (VHH >4�@ DQG >62@->63@). ,W VHHPV WR XV WKDW WKDW DSSURDFK FKLPHV 
ZLWK REMHFWLYHV LGHQWLILHG LQ 0RVHOH\ IRU D EURDG FRQVXOWDWLRQ H[HUFLVH, IRU H[DPSOH 
ZLWK WKH SXEOLF RU D ODUJH VHFWLRQ RI WKH SXEOLF, WR HQVXUH SDUWLFLSDWLRQ LQ WKH 0LQLVWHU¶V 
GHFLVLRQ-PDNLQJ SURFHVV DQG WR SURPRWH EHWWHU GHFLVLRQ-PDNLQJ, KHUH WKH IRUPXODWLRQ 
RI D QDWLRQDO SROLF\. 

135.  ,Q %XFNLQJKDPVKLUH, 2XVHOH\ - KDG WR FRQVLGHU OHJDO FULWLFLVPV RI WKH YHU\ H[WHQVLYH 
FRQVXOWDWLRQ H[HUFLVH FDUULHG RXW RQ WKH +62 SURMHFW ZKLFK \LHOGHG VRPH 55,000 
UHVSRQVHV. $W >308@, WKH MXGJH VDLG� 

³7KH FRXUW MXGJHV RQ DQ REMHFWLYH EDVLV ZKHWKHU WKH SURFHVV KDV 
EHHQ VR XQIDLU DV WR EH XQODZIXO LQ DOO WKH FLUFXPVWDQFHV� 5 (-/ 
%DLUG) Y (QYLURQPHQW $JHQF\ >2011@ (:+& �3� ($GPLQ), 
6XOOLYDQ /-. $ FRQVXOWDWLRQ SURFHVV LV QRW XQODZIXO EHFDXVH LW 
FRXOG EH LPSURYHG RQ, OHW DORQH ZLWK WKH EHQHILW RI KLQGVLJKW. 
7KH SHUVRQ XQGHUWDNLQJ WKH FRQVXOWDWLRQ SURFHVV KDV D ZLGH 
GLVFUHWLRQ DV WR LWV VFRSH, ZKHQ LQ WKH GHFLVLRQ-PDNLQJ SURFHVV 
LW LV FDUULHG RXW, VR ORQJ DV LW LV VWLOO DW WKH IRUPDWLYH VWDJH, DQG 
KRZ LW VKRXOG EH FDUULHG RXW ± WKH PRUH VR ZKHUH WKH SURFHVV LV 
QDWLRQZLGH DQG LQFOXGHV LVVXHV RI D JHQHUDO SROLF\ QDWXUH� 5 
(*UHHQSHDFH) Y 6HFUHWDU\ RI 6WDWH IRU 7UDGH DQG ,QGXVWU\ >2007@ 
(:+& 311 ($GPLQ)� >2007@ (QY /5 2� DW >62@.´ 

136.  5HMHFWLQJ RQH RI WKH FRQVXOWDWLRQ FKDOOHQJHV, 2XVHOH\ - VDLG (DW >54�@)� 

³7KH FRQVXOWDWLRQ UHVSRQVHV ZHUH JLYHQ FRQVFLHQWLRXV 
FRQVLGHUDWLRQ. 7KH '16 DQG UHODWHG GHFLVLRQ GRFXPHQWV GLG QRW 
KDYH WR JR WKURXJK WKH UHVSRQVHV DV LI D GHFLVLRQ OHWWHU IROORZLQJ 
D 3XEOLF ,QTXLU\. 7KH UHDO TXHVWLRQ LV ZKHWKHU WKH UHVSRQVH WR 
WKH SUREOHPV LV UDWLRQDO.´ 

/LNHZLVH, DW >624@, KH VWDWHG LQ UHODWLRQ WR D VHSDUDWH FKDOOHQJH� 

³,W ZRXOG EH ZURQJ WR VXSSRVH WKDW FRQVFLHQWLRXV FRQVLGHUDWLRQ RI 
FRQVXOWDWLRQ UHVSRQVHV RQ ZKDW WKH SURSRVDO VKRXOG EH, UHTXLUHG D IXOO\ 
UHDVRQHG GHFLVLRQ OHWWHU DV LI RQH IROORZLQJ D 3XEOLF ,QTXLU\ LQWR WKH 
VXEVWDQWLYH GHFLVLRQ.´ 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

137.  ,Q RXU YLHZ, WKLV LQ VXEVWDQFH FRUUHVSRQGV WR WKH DSSURDFK DGYRFDWHG LQ :HVW %HUNVKLUH, 
ZKLFK ZH FRQVLGHU WR EH FRUUHFW. 

3UHOLPLQDU\�3RLQW����6HFWLRQ�����7KH�HIIHFW�RI�WKH�RXVWHU�VXVSHQVLRQ�FODXVH�

138.  6HFWLRQ 13(1) RI WKH 2008 $FW SURYLGHV WKDW DQ 136 ³RU DQ\WKLQJ GRQH, RU RPLWWHG WR EH 
GRQH, E\ WKH 6HFUHWDU\ RI 6WDWH LQ WKH FRXUVH RI SUHSDULQJ VXFK D VWDWHPHQW´ PD\ EH 
FKDOOHQJHG RQO\ LI WKH SURFHHGLQJV DUH EURXJKW E\ ZD\ RI MXGLFLDO UHYLHZ DQG WKH FODLP 
LV ILOHG GXULQJ WKH SHULRG RI VL[ ZHHNV EHJLQQLQJ ZLWK WKH GD\ RQ ZKLFK WKH VWDWHPHQW 
LV GHVLJQDWHG DV DQ 136. 

13�.  7KH HIIHFW RI WKDW UHVWULFWLRQ ZDV FRQVLGHUHG LQ WKH 2FWREHU 2016 3UHIHUHQFH 'HFLVLRQ 
-5 (VHH SDUDJUDSK 66 DERYH). ,Q KLV MXGJPHQW, &UDQVWRQ - KHOG WKDW WKH 6HFUHWDU\ RI 
6WDWH¶V DQQRXQFHPHQW RQ 25 2FWREHU 2016 RI WKH *RYHUQPHQW¶V GHFLVLRQ WKDW WKH 
SUHIHUUHG RSWLRQ IRU WKH SURYLVLRQ RI DGGLWLRQDO DLUSRUW FDSDFLW\ LQ WKH 6RXWK (DVW RI 
(QJODQG ZDV WKH 1:5 6FKHPH DQG WKDW WKLV ZRXOG EH LQFOXGHG LQ D GUDIW 136 ZDV D 
SUHSDUDWRU\ VWHS IDOOLQJ ZLWKLQ WKH DPELW RI VHFWLRQ 13. +H WUHDWHG WKH 2FWREHU 2016 
3UHIHUHQFH 'HFLVLRQ DV IRUPLQJ SDUW RI WKH SURFHVV OHDGLQJ WR WKH GHVLJQDWLRQ RI WKH 
$136 FRQILUPLQJ WKH *RYHUQPHQW¶V SUHIHUUHG ORFDWLRQ IRU WKH GHOLYHU\ RI D QHZ 
UXQZD\, ZKLFK LQ GXH FRXUVH ZDV LQFOXGHG LQ WKH $136. &RQVHTXHQWO\, QR FKDOOHQJH 
FRXOG EH EURXJKW XQWLO WKH EHJLQQLQJ RI WKDW VL[-ZHHN ZLQGRZ LQ WKH HYHQW RI WKH 136 
EHLQJ HYHQWXDOO\ GHVLJQDWHG� DQG WKH FKDOOHQJH LQ WKDW FDVH (ZKLFK ZDV EURXJKW EHIRUH 
DQ\ GHVLJQDWLRQ) ZDV VWUXFN RXW (VHH >73@). 

140.  6HFWLRQ 13(1) UHLQIRUFHV WKH SRLQW WKDW 3DUW 2 RI WKH 3$ 2008 KDV FUHDWHG D SURFHVV ZLWK 
D QXPEHU RI VWHSV OHDGLQJ XS WR WKH GHVLJQDWLRQ RI DQ 136. ,W LV DQ LWHUDWLYH SURFHVV, 
ZKLFK LQ WKH FDVH RI WKH $136 KDV HQJDJHG RWKHU SURFHGXUHV DV ZHOO, QRWDEO\ XQGHU WKH 
6($ 'LUHFWLYH DQG WKH +DELWDWV 'LUHFWLYH. 6HFWLRQ 13(1) SURWHFWV WKDW SURFHVV DJDLQVW 
OHJDO FKDOOHQJHV XQWLO LW FXOPLQDWHV LQ WKH GHVLJQDWLRQ RI DQ 136. ,W LV LPSOLFLW LQ WKH 
LWHUDWLYH QDWXUH RI WKLV SURFHGXUH WKDW, HYHQ LI D OHJDO HUURU RFFXUV DW DQ HDUO\ VWDJH, LW 
PD\ EH FDSDEOH RI EHLQJ FXUHG (DQG, LQ WKH HYHQW, LQ IDFW EH FXUHG) E\ FRUUHFWLYH VWHSV 
WDNHQ ODWHU RQ� RU WKH GHIHFW PD\ EH UHQGHUHG LPPDWHULDO E\ WKH PDQQHU LQ ZKLFK WKH 
SROLF\-PDNLQJ VXEVHTXHQWO\ SURFHHGV (IRU H[DPSOH, E\ EHLQJ EDVHG RQ GLIIHUHQW 
FRQVLGHUDWLRQV ZKLFK DUH QRW RSHQ WR OHJDO FKDOOHQJH) RU E\ WKH ZD\ LQ ZKLFK RQH RI WKH 
SDUWLFLSDQWV EULQJV DQ LPSRUWDQW DVSHFW WR WKH DWWHQWLRQ RI WKH 6HFUHWDU\ RI 6WDWH. 7KLV 
DVSHFW RI WKH OHJLVODWLRQ FDQ EH VHHQ LQ WKH LWHUDWLYH QDWXUH RI HQYLURQPHQWDO DVVHVVPHQW 
XQGHU WKH 6($ 'LUHFWLYH GLVFXVVHG EHORZ DQG LQ WKH KDQGOLQJ RI LVVXHV XQGHU WKH 
+DELWDWV 'LUHFWLYH DQG WKH VFRSH IRU DPHQGLQJ D +DELWDWV 5HJXODWLRQV $VVHVVPHQW. ,W 
ZLOO DOVR IHDWXUH LQ WKH GLVFXVVLRQ RI VRPH RI WKH LVVXHV UDLVHG LQ WKH 6HFRQG -XGJPHQW. 

3UHOLPLQDU\�3RLQW����6WDQGDUG�RI�5HYLHZ�

141.  7KH LVVXH RI WKH SURSHU DSSURDFK IRU WKH FRXUW WR WDNH DV WR WKH VWDQGDUG RI UHYLHZ LQ 
WKHVH FODLPV (,VVXH 1) ZDV GHEDWHG EHIRUH XV DW VRPH OHQJWK.   

142.  2Q EHKDOI RI WKH &ODLPDQWV, OHG E\ 0U 3OHPLQJ, LW ZDV VXEPLWWHG WKDW WKHUH ZDV QR 
MXVWLILFDWLRQ IRU WKH LQWHQVLW\ RI UHYLHZ WR EH UHGXFHG LQ UHODWLRQ WR WKH YDULRXV JURXQGV 
RI FKDOOHQJH WKH\ KDYH DGYDQFHG. ,QGHHG, LW ZDV VXEPLWWHG WKDW WKH QDWXUH RI WKH LVVXHV 
LQYROYHG (LQFOXGLQJ FOLPDWH FKDQJH, DLU TXDOLW\ DQG RWKHU HQYLURQPHQWDO LVVXHV RI 
FULWLFDO QDWLRQDO DQG JOREDO LPSRUWDQFH) ZDUUDQWHG D SDUWLFXODUO\ KLJK OHYHO RI VFUXWLQ\.   
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

143.  7R WKH FRQWUDU\, 0U 0DXULFL, VXSSRUWHG E\ 0U +XPSKULHV, VXEPLWWHG WKDW WKH WKUHVKROG 
IRU MXGLFLDO LQWHUYHQWLRQ LQ UHODWLRQ WR DQ 136 LV ³YHU\ KLJK LQGHHG´, SDUWLFXODUO\ ZKHUH 
LUUDWLRQDOLW\ LV DOOHJHG. ,Q WKLV FDVH� 

L)  7KH $136 KDV EHHQ VFUXWLQLVHG DQG DSSURYHG E\ 3DUOLDPHQW, ERWK E\ WKH 
7UDQVSRUW &RPPLWWHH DQG E\ WKH +RXVH RI &RPPRQV. 7KHUH KDV EHHQ 
FRQVLGHUDWLRQ DQG GHEDWH RQ WKH PHULWV RI WKH SROLF\ E\ D GHPRFUDWLFDOO\ HOHFWHG 
DQG DFFRXQWDEOH ERG\. 

LL)  7KH SROLF\ LQYROYHV SROLWLFDO, VRFLDO DQG HFRQRPLF FRQVLGHUDWLRQV ZKLFK GHSHQG 
HVVHQWLDOO\ RQ SROLWLFDO MXGJPHQW, VRPHWKLQJ ZKLFK FDQQRW EH FKDOOHQJHG RQ WKH 
EDVLV RI LUUDWLRQDOLW\ XQOHVV EDG IDLWK, LPSURSHU PRWLYH RU PDQLIHVW DEVXUGLW\ LV 
VKRZQ. 

LLL)  $ FKDOOHQJH WR D SODQQLQJ MXGJPHQW RQ WKH JURXQGV RI LUUDWLRQDOLW\ LV D 
³SDUWLFXODUO\ GDXQWLQJ WDVN´ DQG PXVW QRW EH XVHG DV D FORDN IRU FKDOOHQJLQJ WKH 
PHULWV RI D GHFLVLRQ RU SROLF\ (1HZVPLWK 6WDLQOHVV /LPLWHG Y 6HFUHWDU\ RI 6WDWH 
IRU WKH (QYLURQPHQW, 7UDQVSRUW DQG WKH 5HJLRQV >2001@ (:+& 74 ($GPLQ)� 
>2017@ 3765 1126 DW >6@->8@, WKH TXRWDWLRQ EHLQJ DW >7@ (VHH SDUDJUDSKV 170-171 
EHORZ)). 

LY)  7KH HQWLUH SURFHVV, IURP FRQVLGHUDWLRQ E\ WKH $& (LQFOXGLQJ WKH FROOHFWLRQ DQG 
DQDO\VLV RI HYLGHQFH, DQG DGYLFH DQG UHFRPPHQGDWLRQV) WKURXJK WR WKH 
GHVLJQDWLRQ RI WKH $136, ZDV LQIRUPHG E\ D FRQVLGHUDEOH DPRXQW RI VSHFLDOLVW, 
H[SHUW DGYLFH WR ZKLFK WKH 6HFUHWDU\ RI 6WDWH ZDV HQWLWOHG WR JLYH, DQG GLG JLYH, 
JUHDW ZHLJKW. 

Y)  6RPH RI WKH JURXQGV SDUWLFXODUO\ LQYROYH PDWWHUV RI VFLHQWLILF, WHFKQLFDO DQG 
SUHGLFWLYH DVVHVVPHQW� WKH FRXUWV DIIRUG DQ HQKDQFHG PDUJLQ RI DSSUHFLDWLRQ WR D 
GHFLVLRQ-PDNHU LQ UHODWLRQ WR VXFK PDWWHUV (5 (0RWW) Y (QYLURQPHQW $JHQF\ 
>2016@ (:&$ &LY 564� >2016@ 1 :/5 4338� VHH SDUDJUDSKV 176 DQG IROORZLQJ 
EHORZ) 

144.  0U 3OHPLQJ VXJJHVWHG WKDW LVVXHV RQ VWDQGDUG RI UHYLHZ DIIHFWHG RQO\ WKUHH RI WKH 
JURXQGV DGYDQFHG E\ WKH +LOOLQJGRQ &ODLPDQWV, QDPHO\ WKRVH H[SUHVVO\ SOHDGHG DV 
LUUDWLRQDOLW\ FKDOOHQJHV� *URXQG 2 (DGRSWLRQ RI D PRGH VKDUH WDUJHW QRW UHDOLVWLFDOO\ 
FDSDEOH RI GHOLYHU\), *URXQG 5 (VHOHFWLRQ RI WKH 1:5 6FKHPH GHVSLWH D KLJK ULVN WKDW 
REOLJDWLRQV XQGHU WKH $LU 4XDOLW\ 'LUHFWLYH ZRXOG EH EUHDFKHG EHWZHHQ 2026 DQG 2030) 
DQG *URXQG 7 (IDLOXUH WR VHW RXW WKH OHJDO WHVW XVHG IRU FRPSOLDQFH ZLWK WKH $LU 4XDOLW\ 
'LUHFWLYH). +RZHYHU, LQ RXU YLHZ, WKH TXHVWLRQ RI WKH VWDQGDUG RI UHYLHZ DIIHFWV WKH 
LVVXHV WKH\ UDLVH LQ UHVSHFW RI VXUIDFH DFFHVV DQG DLU TXDOLW\ JHQHUDOO\. 0RUHRYHU, IRU 
UHDVRQV JLYHQ EHORZ XQGHU *URXQGV 8 DQG �, WKH VWDQGDUG RI UHYLHZ DOVR DIIHFWV WKH 
DSSURDFK ZKLFK VKRXOG EH WDNHQ E\ WKH FRXUW WR DOOHJHG EUHDFKHV RI WKH +DELWDWV 
'LUHFWLYH DQG WKH 6($ 'LUHFWLYH. 

145.  0U 3OHPLQJ H[SODLQHG WKDW WKH HIIHFW RI WKH HUURUV RI ODZ DGYDQFHG E\ WKH +LOOLQJGRQ 
&ODLPDQWV ZDV WKDW WKH 6HFUHWDU\ RI 6WDWH ZURQJO\ SUHIHUUHG +HDWKURZ (DQG, LQ 
SDUWLFXODU, WKH 1:5 6FKHPH) WR *DWZLFN DV WKH ORFDWLRQ IRU WKH LQFUHDVH LQ DLUSRUW 
FDSDFLW\. 3ODLQO\, WKHUHIRUH, WKH FRQWH[W IRU WKRVH FKDOOHQJHV LV D SROLF\ GHFLVLRQ DW D 
KLJK VWUDWHJLF OHYHO HQJDJLQJ D UDQJH RI SROLWLFDO, HFRQRPLF, VRFLDO DQG SODQQLQJ 
FRQVLGHUDWLRQV, DQG LQYROYLQJ 3DUOLDPHQW, WRJHWKHU ZLWK D ODUJH QXPEHU RI FRQVXOWHHV 



� �
�

�

�

   

�   
   

  
    

    
    

 
 

  
   

 

   
 

�  

 
    

 

  
  

�
 

�   

  
 

   

 
 

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

DQG PHPEHUV RI WKH SXEOLF ORFDWHG LQ GLIIHUHQW SDUWV RI WKH FRXQWU\ DQG ZLWK SRWHQWLDOO\ 
FRPSHWLQJ LQWHUHVWV DQG SRLQWV RI YLHZ. )XUWKHUPRUH, VRPH RI WKH JURXQGV RI FKDOOHQJH 
LQYROYH KLJKO\ WHFKQLFDO VXEMHFWV, VXFK DV WUDIILF PRGHOOLQJ DQG VXUIDFH DFFHVV LVVXHV. 

146.  :H VKRXOG DGG WKDW WKH JURXQGV SXUVXHG E\ )R( DQG 3ODQ % (DUWK, DQG 0U 6SXUULHU, 
DOVR UDLVH WKH LVVXH RI VWDQGDUG RI UHYLHZ. 7KH IRUPHU HDFK UDLVHG VHYHUDO JURXQGV RI 
FKDOOHQJH UHODWLQJ WR FOLPDWH FKDQJH, LQ SDUWLFXODU DOOHJHG OHJDO HUURUV DULVLQJ RXW RI WKH 
3DULV $JUHHPHQW.  7KHVH DUJXPHQWV DUH QRW GLUHFWHG DW D FKRLFH EHWZHHQ +HDWKURZ RU 
*DWZLFN RU LQGHHG RWKHU ORFDWLRQV, EXW LQVWHDG WKH SULQFLSOH RI ZKHWKHU D VXEVWDQWLDO 
LQFUHDVH LQ DLUSRUW FDSDFLW\ VKRXOG EH SURPRWHG. $V ZH H[SODLQ EHORZ,  WKH  3DULV  
$JUHHPHQW UDLVHV D SROLF\ LVVXH IRU WKH *RYHUQPHQW DQG IRU 3DUOLDPHQW WR DGGUHVV, 
QDPHO\ WKH IXWXUH FDUERQ UHGXFWLRQ WDUJHW IRU WKH 8. DV LWV FRQWULEXWLRQ WR WKH UHYLVHG 
3DULV $JUHHPHQW WDUJHW H[SUHVVHG VROHO\ LQ JOREDO WHUPV. 7KLV LV SODLQO\ D SROLF\ PDWWHU 
DW D KLJK VWUDWHJLF OHYHO, ZKLFK HQJDJHV WKH ZLGHVW SRVVLEOH UDQJH RI HFRQRPLF DQG 
VRFLDO FRQVLGHUDWLRQV LQ WKH 8.. 0RVW RI 0U 6SXUULHU¶V VXEPLVVLRQV LQYROYH FKDOOHQJHV 
WR WKH PHULWV RI MXGJPHQWV UHDFKHG E\ WKH 6HFUHWDU\ RI 6WDWH, DQG ZHUH GHSHQGHQW RQ 
KLP HVWDEOLVKLQJ :HGQHVEXU\ XQUHDVRQDEOHQHVV. $JDLQ, WKH LVVXH RI VWDQGDUG RI UHYLHZ 
LV UHOHYDQW. 

147.  :H WDNH DV D XVHIXO VWDUWLQJ SRLQW WKH FRQFOXVLRQ RI 3URIHVVRU 3DXO &UDLJ LQ ³7KH 1DWXUH 
RI 5HDVRQDEOHQHVV´ (2013) 66 &/3 131, HQGRUVHG E\ WKH 6XSUHPH &RXUW LQ ERWK 
.HQQHG\ Y ,QIRUPDWLRQ &RPPLVVLRQHU >2014@ 8.6& 20� >2015@ $& 455 DW >54@ SHU 
/RUG 0DQFH -6& DQG  3KDP Y 6HFUHWDU\  RI 6WDWH IRU WKH +RPH  'HSDUWPHQW >2015@ 
8.6& 1�� >2015@ 1 :/5 15�1 DW >60@ SHU /RUG &DUQZDWK -6&, WKDW� 

³>%@RWK UHDVRQDEOHQHVV UHYLHZ DQG SURSRUWLRQDOLW\ LQYROYH 
FRQVLGHUDWLRQV RI ZHLJKW DQG EDODQFH, ZLWK WKH LQWHQVLW\ RI WKH 
VFUXWLQ\ DQG WKH ZHLJKW WR EH JLYHQ WR DQ\ SULPDU\ GHFLVLRQ 
PDNHU¶V YLHZ GHSHQGLQJ RQ WKH FRQWH[W´.   

7KDW SURSHUO\ HPSKDVLVHV WKDW WKH VFUXWLQ\ RI UHYLHZ LV GHSHQGHQW XSRQ WKH 
FLUFXPVWDQFHV RI D SDUWLFXODU FDVH. 

148.  6LPLODUO\, WKH UHTXLUHPHQWV RI SURFHGXUDO IDLUQHVV GHSHQG RQ FRQWH[W, LQFOXGLQJ WKH 
VWDWXWRU\ IUDPHZRUN ZLWKLQ ZKLFK WKH GHFLVLRQ VRXJKW WR EH LPSXJQHG ZDV WDNHQ (5 Y 
6HFUHWDU\ RI 6WDWH IRU WKH +RPH 'HSDUWPHQW H[ SDUWH 'RRG\ >1��4@ 1 $& 531 DW SDJH 
560 (). 

14�.  ,Q FRQVLGHULQJ WKH IDFWRUV XSRQ ZKLFK VXFK VFUXWLQ\ PD\ GHSHQG, WKH IROORZLQJ SDVVDJH 
IURP WKH MXGJPHQW RI &DUQZDWK /- (DV KH WKHQ ZDV) LQ ,%$ +HDOWKFDUH /WG Y 2IILFH RI 
)DLU 7UDGLQJ >2004@ (:&$ &LY 142� >2004@ ,&5 1364, DSSURYHG E\ WKH 6XSUHPH &RXUW 
LQ .HQQHG\ DW >53@, LV LOOXPLQDWLQJ� 

³�1. 7KXV, DW RQH HQG RI WKH VSHFWUXP, D µORZ LQWHQVLW\¶ RI 
UHYLHZ LV DSSOLHG WR FDVHV LQYROYLQJ LVVXHV µGHSHQGLQJ 
HVVHQWLDOO\ RQ SROLWLFDO MXGJPHQW¶ (GH 6PLWK, SDUD 13-056-7). 
([DPSOHV DUH 5 Y 6HFUHWDU\ RI 6WDWH, ([ S 1RWWLQJKDPVKLUH 
&RXQW\ &RXQFLO >1�86@ $& 240 , DQG 5 Y 6HFUHWDU\ RI 6WDWH H[ 
SDUWH +DPPHUVPLWK DQG )XOKDP /RQGRQ %RURXJK &RXQFLO 
>1��1@ 1 $& 521, ZKHUH WKH GHFLVLRQV UHODWHG WR D PDWWHU RI 
QDWLRQDO HFRQRPLF SROLF\, DQG WKH FRXUW ZRXOG QRW LQWHUYHQH 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

RXWVLGH RI µWKH H[WUHPHV RI EDG IDLWK, LPSURSHU PRWLYH RU 
PDQLIHVW DEVXUGLW\¶ (SHU /RUG %ULGJH RI +DUZLFK DW SDJHV 5�6-
5�7). $W WKH RWKHU HQG RI WKH VSHFWUXP DUH GHFLVLRQV LQIULQJLQJ 
IXQGDPHQWDO ULJKWV ZKHUH XQUHDVRQDEOHQHVV LV QRW HTXDWHG ZLWK 
µDEVXUGLW\¶ RU µSHUYHUVLW\¶, DQG D µORZHU¶  WKUHVKROG  RI  
XQUHDVRQDEOHQHVV LV XVHG� µ5HYLHZ LV VWULFWHU DQG WKH FRXUWV DVN 
WKH TXHVWLRQ SRVHG E\ WKH PDMRULW\ LQ %ULQG >5 Y 6HFUHWDU\ RI 
6WDWH IRU WKH +RPH 'HSDUWPHQW H[ SDUWH %ULQG >1��1@ 1 $& 6�6@  
QDPHO\, µZKHWKHU D UHDVRQDEOH 6HFUHWDU\ RI 6WDWH, RQ WKH PDWHULDO 
EHIRUH KLP, FRXOG FRQFOXGH WKDW WKH LQWHUIHUHQFH ZLWK IUHHGRP RI 
H[SUHVVLRQ ZDV MXVWLILDEOH.¶¶ (GH 6PLWK SDUD 13-060, FLWLQJ 
>%ULQG@ DW SDJH 751 SHU /RUG $FNQHU).´  

�2. $ IXUWKHU IDFWRU UHOHYDQW WR WKH LQWHQVLW\ RI UHYLHZ LV 
ZKHWKHU WKH LVVXH EHIRUH WKH WULEXQDO LV RQH SURSHUO\ ZLWKLQ WKH 
SURYLQFH RI WKH FRXUW. $V KDV RIWHQ EHHQ VDLG, MXGJHV DUH QRW 
µHTXLSSHG E\ WUDLQLQJ RU H[SHULHQFH, RU IXUQLVKHG ZLWK WKH 
UHTXLVLWH NQRZOHGJH RU DGYLFH¶ WR GHFLGH LVVXHV GHSHQGLQJ RQ 
DGPLQLVWUDWLYH RU SROLWLFDO MXGJPHQW� VHH >%ULQG@ DW SDJH 767 SHU 
/RUG /RZU\. 2Q WKH RWKHU KDQG ZKHUH WKH TXHVWLRQ LV WKH IDLUQHVV 
RI D SURFHGXUH DGRSWHG E\ D GHFLVLRQ-PDNHU, WKH FRXUW KDV EHHQ 
PRUH ZLOOLQJ WR LQWHUYHQH. 6XFK TXHVWLRQV DUH WR EH DQVZHUHG 
QRW E\ UHIHUHQFH WR :HGQHVEXU\ XQUHDVRQDEOHQHVV, EXW µLQ 
DFFRUGDQFH ZLWK WKH SULQFLSOHV RI IDLU SURFHGXUH ZKLFK KDYH EHHQ 
GHYHORSHG RYHU WKH \HDUV DQG RI ZKLFK WKH FRXUWV DUH WKH DXWKRU 
DQG VROH MXGJH¶. (5 Y 3DQHO RQ 7DNH-RYHUV DQG 0HUJHUV H[ SDUWH 
*XLQQHVV SOF >1��0@ 1 4% 146 DW SDJH 184 SHU /OR\G /-).´ 

150.  ,W LV DOVR KHOSIXO WR UHFDOO WKLV SDVVDJH IURP WKH MXGJPHQW RI 6LU 7KRPDV %LQJKDP 05 
LQ 5 Y 0LQLVWU\ RI 'HIHQFH H[ SDUWH 6PLWK >1��6@ 4% 517 DW SDJH 556%� 

³7KH JUHDWHU WKH SROLF\ FRQWHQW RI D GHFLVLRQ, DQG WKH PRUH 
UHPRWH WKH VXEMHFW PDWWHU RI D GHFLVLRQ IURP RUGLQDU\ MXGLFLDO 
H[SHULHQFH, WKH PRUH KHVLWDQW WKH FRXUW PXVW QHFHVVDULO\ EH LQ 
KROGLQJ D GHFLVLRQ WR EH LUUDWLRQDO. 7KDW LV JRRG ODZ DQG, OLNH 
PRVW JRRG ODZ, FRPPRQ VHQVH. :KHUH GHFLVLRQV RI D SROLF\-
ODGHQ, HVRWHULF RU VHFXULW\-EDVHG QDWXUH DUH LQ LVVXH HYHQ JUHDWHU 
FDXWLRQ WKDQ QRUPDO PXVW EH VKRZQ LQ DSSO\LQJ WKH WHVW, EXW WKH 
WHVW LWVHOI LV VXIILFLHQWO\ IOH[LEOH WR FRYHU DOO VLWXDWLRQV.´ 

151.  ,Q RXU YLHZ, DV ZHOO DV WKH QDWXUH RI WKH GHFLVLRQ XQGHU FKDOOHQJH, WKH IDFWRUV XSRQ 
ZKLFK WKH GHJUHH RI VFUXWLQ\ RI UHYLHZ SDUWLFXODUO\ GHSHQGV LQFOXGH (L) WKH QDWXUH RI 
DQ\ ULJKW RU LQWHUHVW LW VHHNV WR SURWHFW, (LL) WKH SURFHVV E\ ZKLFK WKH GHFLVLRQ XQGHU 
FKDOOHQJH ZDV UHDFKHG DQG (LLL) WKH QDWXUH RI WKH JURXQG RI FKDOOHQJH.   

152.  7KH LQWHUHVWV ZKLFK WKH &ODLPDQWV VHHN WR SURWHFW LQFOXGH WKH SURWHFWLRQ RI WKH 
HQYLURQPHQW DJDLQVW KDUP FDXVHG E\ DLUSRUW H[SDQVLRQ LQ WHUPV RI, IRU H[DPSOH, QRLVH, 
DLU TXDOLW\ DQG FRQVHTXHQWLDO KHDOWK HIIHFWV, DIIHFWLQJ WKH GDLO\ OLYHV RI KXJH QXPEHUV 
RI SHRSOH DQG IRU D ORQJ WLPH LQWR WKH IXWXUH. 7KHVH DUH PDWWHUV RI JUHDW SXEOLF 
LPSRUWDQFH� EXW WKH\ GR QRW RSHUDWH LQ LVRODWLRQ. 7KHUH DUH RWKHU SXEOLF LQWHUHVW LVVXHV 
ZKLFK DUH VDLG E\ LWV SURSRQHQWV WR ZHLJK JUHDWO\ LQ IDYRXU RI DLUSRUW H[SDQVLRQ, QRWDEO\ 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

WKH FRQWULEXWLRQ PDGH WR WKH QDWLRQDO HFRQRP\ DQG WKH FUHDWLRQ RI HPSOR\PHQW.  
,QHYLWDEO\, SROLF\-PDNLQJ LQ WKLV DUHD LQYROYHV WKH VWULNLQJ RI D EDODQFH LQ ZKLFK WKHVH 
DQG D JUHDW PDQ\ RWKHU IDFWRUV DUH DVVHVVHG DQG ZHLJKHG. $V ZH KDYH VDLG, LW LV FDUULHG 
RQ DW D KLJK, VWUDWHJLF OHYHO DQG LQYROYHV SROLWLFDO MXGJPHQW DV WR ZKDW LV LQ WKH RYHUDOO 
SXEOLF LQWHUHVW. 

153.  8QGHU RXU FRQVWLWXWLRQ SROLF\-PDNLQJ DW WKH QDWLRQDO OHYHO LV WKH UHVSRQVLELOLW\ RI 
GHPRFUDWLFDOO\-HOHFWHG *RYHUQPHQWV DQG 0LQLVWHUV DFFRXQWDEOH WR 3DUOLDPHQW.  $V /RUG 
+RIIPDQQ VDLG LQ 5 ($OFRQEXU\ 'HYHORSPHQWV /WG) Y 6HFUHWDU\ RI 6WDWH IRU WKH 
(QYLURQPHQW >2001@ 8.+/ 23� >2003@ 2 $& 2�5 DW >6�@ DQG >74@� 

³,W GRHV QRW LQYROYH GHFLGLQJ EHWZHHQ WKH ULJKWV RU LQWHUHVWV RI 
SDUWLFXODU SHUVRQV. ,W LV WKH H[HUFLVH RI D SRZHU GHOHJDWHG E\ WKH 
SHRSOH DV D ZKROH WR GHFLGH ZKDW WKH SXEOLF LQWHUHVW UHTXLUHV.´ 

(6HH DOVR /RUG &O\GH DW >13�@->141@.) 7KH QDWXUH RI WKH LQWHUHVWV ZKLFK WKH &ODLPDQWV 
VHHN WR SURWHFW LV WKHUHIRUH LQWLPDWHO\ ERXQG XS ZLWK WKH QDWXUH RI WKH GHFLVLRQ ZKLFK 
WKH\ VHHN WR FKDOOHQJH. 

154.  +HUH WKH ³GHFLVLRQ´ ZDV WR GHVLJQDWH SROLF\ LQ WKH IRUP RI WKH $136. 7KH VFRSH RI 
³SROLF\´ ZDV FRQVLGHUHG LQ %XVKHOO Y 6HFUHWDU\ RI 6WDWH >1�81@ $& 75, ZKLFK FRQFHUQHG 
D OHJDO FKDOOHQJH WR WKH OLQH RUGHUV IRU WKH SURSRVDO WR FRQVWUXFW VHFWLRQV RI WKH 040 DQG 
042 FRPSULVLQJ DERXW 30 PLOHV RI PRWRUZD\. 0U 0DXULFL FLWHG /RUG 'LSORFN¶V 
VHPLQDO SDVVDJH (DW SDJH �8) LQ ZKLFK KH H[SODLQHG KRZ WKH FRQFHSWV RI ³SROLF\´ DQG 
SROLF\ GHFLVLRQV PD\ FRYHU D ZLGH VSHFWUXP� 

³ µ3ROLF\¶ DV GHVFULSWLYH RI GHSDUWPHQWDO GHFLVLRQV WR SXUVXH D 
SDUWLFXODU FRXUVH RI FRQGXFW LV D SURWHDQ ZRUG DQG PXFK 
FRQIXVLRQ LQ WKH LQVWDQW FDVH KDV, LQ P\ YLHZ, EHHQ FDXVHG E\ D 
IDLOXUH WR GHILQH WKH VHQVH LQ ZKLFK LW FDQ SURSHUO\ EH XVHG WR 
GHVFULEH D WRSLF ZKLFK LV XQVXLWDEOH WR EH WKH VXEMHFW RI DQ 
LQYHVWLJDWLRQ DV WR LWV PHULWV DW DQ LQTXLU\ DW ZKLFK RQO\ SHUVRQV 
ZLWK ORFDO LQWHUHVWV DIIHFWHG E\ WKH VFKHPH DUH HQWLWOHG WR EH 
UHSUHVHQWHG. $ GHFLVLRQ WR FRQVWUXFW D QDWLRQZLGH QHWZRUN RI 
PRWRUZD\V LV FOHDUO\ RQH RI JRYHUQPHQW SROLF\ LQ WKH ZLGHVW 
VHQVH RI WKH WHUP. $Q\ SURSRVDO WR DOWHU LW LV DSSURSULDWH WR EH 
WKH VXEMHFW RI GHEDWH LQ 3DUOLDPHQW, QRW RI VHSDUDWH LQYHVWLJDWLRQV 
LQ HDFK RI VFRUHV RI ORFDO LQTXLULHV EHIRUH LQGLYLGXDO LQVSHFWRUV 
XS DQG GRZQ WKH FRXQWU\ XSRQ ZKDWHYHU PDWHULDO KDSSHQV WR EH 
SUHVHQWHG WR WKHP DW WKH SDUWLFXODU LQTXLU\ RYHU ZKLFK WKH\ 
SUHVLGH. 6R PXFK WKH UHVSRQGHQWV UHDGLO\ FRQFHGH. 

$W WKH RWKHU H[WUHPH WKH VHOHFWLRQ RI WKH H[DFW OLQH WR EH IROORZHG 
WKURXJK D SDUWLFXODU ORFDOLW\ E\ D PRWRUZD\ GHVLJQHG WR FDUU\ 
WUDIILF EHWZHHQ WKH GHVWLQDWLRQV WKDW LW LV LQWHQGHG WR VHUYH ZRXOG 
QRW EH GHVFULEHG DV LQYROYLQJ JRYHUQPHQW SROLF\ LQ WKH RUGLQDU\ 
VHQVH RI WKDW WHUP. ,W DIIHFWV SDUWLFXODU ORFDO LQWHUHVWV RQO\ DQG 
QRUPDOO\ GRHV QRW DIIHFW WKH LQWHUHVWV RI DQ\ ZLGHU VHFWLRQ RI WKH 
SXEOLF, XQOHVV D VXJJHVWHG YDULDWLRQ RI WKH OLQH ZRXOG LQYROYH 
H[RUELWDQW H[SHQGLWXUH RI PRQH\ UDLVHG E\ WD[DWLRQ. ,W LV DQ 
DSSURSULDWH VXEMHFW IRU IXOO LQYHVWLJDWLRQ DW D ORFDO LQTXLU\ DQG LV 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

RQH RQ ZKLFK WKH LQVSHFWRU E\ ZKRP WKH LQYHVWLJDWLRQ LV WR EH 
FRQGXFWHG FDQ IRUP D MXGJPHQW RQ ZKLFK WR EDVH D 
UHFRPPHQGDWLRQ ZKLFK GHVHUYHV WR FDUU\ ZHLJKW ZLWK WKH 
PLQLVWHU LQ UHDFKLQJ D ILQDO GHFLVLRQ DV WR WKH OLQH WKH PRWRUZD\ 
VKRXOG IROORZ. 

%HWZHHQ WKH EODFN DQG ZKLWH RI WKHVH WZR H[WUHPHV, KRZHYHU, 
WKHUH LV ZKDW P\ QREOH DQG OHDUQHG IULHQG, /RUG /DQH, LQ WKH 
FRXUVH RI WKH KHDULQJ GHVFULEHG DV D µJUH\ DUHD¶.  %HFDXVH RI WKH 
WLPH WKDW PXVW HODSVH EHWZHHQ WKH SUHSDUDWLRQ RI DQ\ VFKHPH DQG 
WKH FRPSOHWLRQ RI WKH VWUHWFK RI PRWRUZD\ WKDW LW DXWKRULVHV, WKH 
GHSDUWPHQW, LQ GHFLGLQJ LQ ZKDW RUGHU QHZ VWUHWFKHV RI WKH 
QDWLRQDO QHWZRUN RXJKW WR EH FRQVWUXFWHG, KDV DGRSWHG D XQLIRUP 
SUDFWLFH WKURXJKRXW WKH FRXQWU\ RI PDNLQJ D PDMRU IDFWRU LQ LWV 
GHFLVLRQ WKH OLNHOLKRRG WKDW WKHUH ZLOO EH D WUDIILF QHHG IRU WKDW 
SDUWLFXODU VWUHWFK RI PRWRUZD\ LQ 15 \HDUV IURP WKH GDWH ZKHQ 
WKH VFKHPH ZDV SUHSDUHG.  7KLV LV NQRZQ DV WKH µGHVLJQ \HDU¶ RI 
WKH VFKHPH. 3ULRULWLHV DV EHWZHHQ RQH VWUHWFK RI PRWRUZD\ DQG 
DQRWKHU KDYH JRW WR EH GHWHUPLQHG VRPHKRZ. 6HPDVLRORJLVWV 
PD\ DUJXH ZKHWKHU WKH DGRSWLRQ E\ WKH GHSDUWPHQW RI D XQLIRUP 
SUDFWLFH IRU GRLQJ WKLV LV PRVW DSSURSULDWHO\ GHVFULEHG DV 
JRYHUQPHQW SROLF\ RU DV VRPHWKLQJ HOVH. %XW WKH SURSULHW\ RI 
DGRSWLQJ LW LV FOHDUO\ D PDWWHU ILW WR EH GHEDWHG LQ D ZLGHU IRUXP 
DQG ZLWK WKH DVVLVWDQFH RI D ZLGHU UDQJH RI UHOHYDQW PDWHULDO WKDQ 
DQ\ LQYHVWLJDWLRQ DW DQ LQGLYLGXDO ORFDO LQTXLU\ LV OLNHO\ WR 
SURYLGH� DQG LQ WKDW VHQVH DW OHDVW, ZKLFK LV WKH UHOHYDQW VHQVH IRU 
SUHVHQW SXUSRVHV, LWV DGRSWLRQ IRUPV SDUW RI JRYHUQPHQW SROLF\.´ 

155.  /RUG 'LSORFN ZDV QRW GHDOLQJ GLUHFWO\ ZLWK WKH DSSURSULDWH VWDQGDUG RI UHYLHZ, EXW 
UDWKHU DGGUHVVLQJ WKH LVVXH RI ZKHWKHU FHUWDLQ PDWWHUV ZHUH DSSURSULDWH IRU GLVFXVVLRQ 
DQG FURVV-H[DPLQDWLRQ DW SXEOLF LQTXLULHV UHODWLQJ WR WKH DXWKRULVDWLRQ RI LQGLYLGXDO 
SURMHFWV DQG RQ ZKHWKHU D FKDQJH LQ ³SROLF\´, QDPHO\ GHSDUWPHQWDO DVVHVVPHQW 
PHWKRGV, UHTXLUHG DQ LQTXLU\ WR EH UHRSHQHG. +RZHYHU, KLV REVHUYDWLRQV RQ WKH VFRSH 
RI ³SROLF\´ DUH LQVWUXFWLYH� VRPH VWUDQGV RI D SROLF\ GRFXPHQW ZLOO LQYROYH D JUHDWHU 
GHJUHH RI SROLWLFDO MXGJPHQW WKDQ RWKHUV. 

156.  7KDW WKHPH ZDV WDNHQ XS LQ 5 (/RQGRQ %RURXJK :DQGVZRUWK) Y 6HFUHWDU\ RI 6WDWH IRU 
7UDQVSRUW >2005@ (:+& 20 ($GPLQ) DW >58@->60@. +DYLQJ TXRWHG WKH SDVVDJH IURP 
%XVKHOO ZKLFK ZH KDYH VHW RXW DERYH, 6XOOLYDQ - DFFHSWHG WKDW SROLF\ LQ D :KLWH 3DSHU 
PD\ FRQWDLQ D VSHFWUXP RI GHFLVLRQV UDQJLQJ IURP PDWWHUV RI SULPDU\ IDFW WR TXHVWLRQV 
RI SROLWLFDO DQG HFRQRPLF MXGJPHQW. $W WKH ODWWHU HQG RI WKH VSHFWUXP, KH VDLG, ³WKHUH 
ZLOO EH D KHDY\ HYLGHQWLDO RQXV XSRQ D FODLPDQW IRU MXGLFLDO UHYLHZ WR HVWDEOLVK WKDW VXFK 
D GHFLVLRQ LV LUUDWLRQDO, DEVHQW EDG IDLWK RU µPDQLIHVW DEVXUGLW\¶´ (VHH  >58@).  7KDW  
LQWURGXFHV D UHIHUHQFH WR WKH QDWXUH RI WKH JURXQG RI FKDOOHQJH, WR ZKLFK ZH UHWXUQ 
EHORZ (VHH, HVSHFLDOO\, SDUDJUDSKV 167 DQG IROORZLQJ). 

157.  +RZHYHU, LQ DGGLWLRQ WR WKH UDQJH RI SROLWLFDO MXGJPHQW LQYROYHG, WKHUH LV D VSHFWUXP RI 
finality LQ SROLF\ GHFLVLRQV, DV LOOXVWUDWHG E\ 5 (+LOOLQJGRQ /RQGRQ %RURXJK &RXQFLO) Y 
6HFUHWDU\ RI 6WDWH IRU 7UDQVSRUW >2010@ (:+& 626 ($GPLQ) (³+LOOLQJGRQ (2010)´), 
DQRWKHU FODLP LQYROYLQJ SURSRVHG H[SDQVLRQ DW +HDWKURZ, LQ ZKLFK PLQLVWHULDO SROLF\ 
GHFLVLRQV LQ 200� ZHUH FKDOOHQJHG RQ WKH EDVLV WKDW WKH\ ZRXOG SUHFOXGH RSSRVLWLRQ WR 
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WKH SULQFLSOH RI D WKLUG UXQZD\ DW +HDWKURZ.  $SSO\LQJ /RUG 'LSORFN¶V REVHUYDWLRQV LQ 
%XVKHOO, &DUQZDWK /- (DV KH WKHQ ZDV) FRQVLGHUHG WKH H[WHQW WR ZKLFK WKH 200� 
GHFLVLRQV DQG DQ HDUOLHU :KLWH 3DSHU PLJKW KDYH WKH HIIHFW RI UHVWULFWLQJ WKH LVVXHV 
ZKLFK FRXOG EH FDQYDVVHG DW D SXEOLF LQTXLU\ LQWR D SURSRVDO KHOG before WKH GHVLJQDWLRQ 
RI DQ\ 136. +H UHMHFWHG WKH FODLP. $Q LPSRUWDQW WKHPH LQ KLV UHDVRQLQJ ZDV WKDW WKH 
200� GHFLVLRQV RI WKH 6HFUHWDU\ RI 6WDWH ZHUH VLPSO\ SROLF\ VWDWHPHQWV ZLWKRXW GLUHFW, 
VXEVWDQWLYH HIIHFWV� WKH\ ZHUH RQO\ SUHOLPLQDU\ VWHSV LQ D FRQWLQXLQJ SURFHVV ZKLFK VWLOO 
KDG D ORQJ ZD\ WR JR EHIRUH DUULYLQJ DW DQ\ ³VXEVWDQWLYH HYHQW´ LQ WKH VHQVH RI D IRUPDO 
VWDWXWRU\ DXWKRULVDWLRQ IRU WKH FRQVWUXFWLRQ RI D WKLUG UXQZD\. +H FRQVLGHUHG WKDW WKDW 
OLPLWHG WKH VFRSH IRU MXGLFLDO UHYLHZ (VHH >48@). 7KLV YLHZ IRUPHG D FRXQWHUSDUW WR WKH 
FODLPDQWV¶ FRQFHUQ LQ 2010 DERXW WKH H[WHQW WR ZKLFK WKH 200� GHFLVLRQV ZRXOG KDYH 
WKH HIIHFW RI UHVWULFWLQJ WKH OHJDO VFRSH IRU PDNLQJ REMHFWLRQV WR D VXEVHTXHQW SODQQLQJ 
DSSOLFDWLRQ. 

158.  $W >6�@, &DUQZDWK /- UHWXUQHG WR KLV WKLQNLQJ RQ WKH OLPLWHG VFRSH IRU MXGLFLDO UHYLHZ 
RI D SROLF\ VWDWHPHQW RI WKDW QDWXUH.  +H GLG UHIHU WR WKH ³KLJK-OHYHO´ FKDUDFWHU RI VRPH 
RI WKH SROLF\ MXGJPHQWV PDGH LQ WKH GHFLVLRQV XQGHU FKDOOHQJH� EXW, PRUH LPSRUWDQWO\, 
KH HPSKDVLVHG WKH preliminary QDWXUH RI WKH GHFLVLRQV WDNHQ DQG VDLG WKDW DQ\ JURXQGV 
RI FKDOOHQJH QHHGHG WR EH VHHQ LQ WKH FRQWH[W RI D FRQWLQXLQJ SURFHVV WRZDUGV VWDWXWRU\ 
DXWKRULVDWLRQ. +H VDLG� 

³$ IODZ LQ WKH FRQVXOWDWLRQ SURFHVV VKRXOG QRW EH IDWDO LI LW FDQ 
EH SXW ULJKW DW D ODWHU VWDJH. 7KHUH PXVW EH VRPHWKLQJ QRW MXVW 
µFOHDUO\ DQG UDGLFDOO\ ZURQJ¶, EXW DOVR VXFK DV WR UHTXLUH WKH 
LQWHUYHQWLRQ RI WKH FRXUW DW WKLV VWDJH. 6LPLODUO\, IDLOXUH WR WDNH 
DFFRXQW RI PDWHULDO FRQVLGHUDWLRQV LV XQOLNHO\ WR MXVWLI\ 
LQWHUYHQWLRQ E\ WKH FRXUW LI LW FDQ EH UHPHGLHG DW D ODWHU VWDJH. ,W 
ZRXOG EH GLIIHUHQW LI WKH IDLOXUH UHODWHG WR ZKDW , GHVFULEHG LQ 
DUJXPHQW DV D µVKRZ-VWRSSHU¶� WKDW LV D SROLF\ RU IDFWXDO 
FRQVLGHUDWLRQ ZKLFK PDNHV WKH SURSRVDO VR REYLRXVO\ 
XQDFFHSWDEOH WKDW WKH RQO\ UDWLRQDO FRXUVH ZRXOG EH WR DERUW LW 
DOWRJHWKHU ZLWKRXW IXUWKHU DGR.´ 

15�.  5HO\LQJ RQ WKDW SDVVDJH, 0U 0DXULFL DQG 0U +XPSKULHV VXEPLWWHG WKDW IRU D JURXQG RI 
FKDOOHQJH WR WKH $136 WR VXFFHHG LW ZRXOG QHHG WR UHODWH WR D SROLF\ RU IDFWXDO 
FRQVLGHUDWLRQ WKDW PDNHV WKH SURSRVDO VR REYLRXVO\ XQDFFHSWDEOH WKDW WKH RQO\ UDWLRQDO 
FRXUVH ZRXOG EH WR DERUW LW DOWRJHWKHU ZLWKRXW IXUWKHU DGR. 7KLV ZDV UHIHUUHG WR DV WKH 
³VKRZ-VWRSSHU´ WHVW. +RZHYHU, ZH XQKHVLWDWLQJO\ UHMHFW WKDW VXEPLVVLRQ, ZKLFK WDNHV 
WKH REVHUYDWLRQV RI &DUQZDWK /- RXW RI FRQWH[W QDPHO\, LQ WKDW FDVH, WKDW WKH SROLF\ 
VWDWHPHQW  LQ WKDW  FDVH ZDV RQO\  RI D SUHOLPLQDU\  QDWXUH.  7KH REVHUYDWLRQV KDYH QR 
DSSOLFDWLRQ WR D MXGLFLDO UHYLHZ XQGHU VHFWLRQ 13 RI WKH 3$ 2008 RI DQ 136 ZKLFK, LQ 
UHOHYDQW UHVSHFWV, LV RI D ILQDO QDWXUH. :KHUHDV LQ +LOOLQJGRQ (2010) WKH 6HFUHWDU\ RI 
6WDWH KDG XQGHUWDNHQ QRW WR UHO\ RQ VHFWLRQ 12 RI WKH 3$ 2008, ZKLFK ZRXOG KDYH 
UHVXOWHG LQ HDUOLHU SROLF\ VWDWHPHQWV KDYLQJ WKH VWDWXV RI DQ 136, WKH $136 KDV QRZ 
EHHQ GHVLJQDWHG� DQG VHFWLRQV 87(3), �4(8) DQG 106(1) PD\ RSHUDWH VR DV WR SUHFOXGH 
FKDOOHQJHV WR WKH PHULWV RI SROLF\ FRQWDLQHG LQ WKDW GRFXPHQW, DV ZH KDYH GHVFULEHG 
DERYH (VHH SDUDJUDSKV �2-��). 

160.  ,Q UHVSHFW RI WKH SURFHVV E\ ZKLFK WKH FKDOOHQJHG GHFLVLRQ ± WKH GHVLJQDWLRQ RI WKH 
$136 ± ZDV UHDFKHG, 0U 0DXULFL DQG 0U +XPSKULHV UHOLHG KHDYLO\ XSRQ WKH UROH RI 
3DUOLDPHQW. 5HO\LQJ XSRQ YDULRXV DXWKRULWLHV, WKH\ VXEPLWWHG WKDW WKH FRXUW VKRXOG 
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DGRSW D YHU\ UHVWUDLQHG DSSURDFK WR MXGLFLDO UHYLHZ RQ WKH JURXQGV WKDW 3DUOLDPHQW KDV 
FRQVLGHUHG DQG DSSURYHG WKH $136. 

161.  $V ZH KDYH GHVFULEHG, VHFWLRQ 5(4) DQG � RI WKH 3$ 2008 UHTXLUHV  DQ 136  WR EH  
VFUXWLQLVHG E\ SDUOLDPHQW EHIRUH GHVLJQDWLRQ (VHH SDUDJUDSKV 30 DQG 32 DERYH). ,Q RQH 
RI WKH DXWKRULWLHV WR ZKLFK 0U 0DXULFL DQG 0U +XPSKULHV UHIHUUHG XV, 5 (6*) Y 
6HFUHWDU\ RI 6WDWH IRU :RUN DQG 3HQVLRQV >2015@ 8.6& 16� >2015@ 1 :/5 144� DW 
>�4@, /RUG 5HHG -6& UHLWHUDWHG WKH REVHUYDWLRQ RI /RUG 6XPSWLRQ -6& LQ %DQN 0HOODW 
Y +0 7UHDVXU\ (1R 2) >2013@ 8.6& 3�� >2014@ $& 700 DW >44@ WKDW, ZKHUH 3DUOLDPHQW 
KDV UHYLHZHG D VWDWXWRU\ LQVWUXPHQW, UHVSHFW IRU 3DUOLDPHQW¶V FRQVWLWXWLRQDO IXQFWLRQDO 
FDOOV IRU ³FRQVLGHUDEOH FDXWLRQ´ EHIRUH WKH FRXUWV ZLOO KROG LW WR EH XQODZIXO RQ D JURXQG 
IDOOLQJ ZLWKLQ WKH DPELW RI 3DUOLDPHQW¶V UHYLHZ.  ,Q D FKDOOHQJH WR WKH LQWURGXFWLRQ RI D 
FDS RQ ZHOIDUH EHQHILWV IRU FODLPDQWV LQ QRQ-ZRUNLQJ KRXVHKROGV UDLVLQJ GLVFULPLQDWLRQ 
DUJXPHQWV DV EHWZHHQ PHQ DQG ZRPHQ, /RUG 5HHG VDLG WKDW SURSRUWLRQDOLW\ LVVXHV 
LQYROYLQJ FRQWURYHUVLDO LVVXHV RI VRFLDO DQG HFRQRPLF SROLF\, ZLWK PDMRU LPSOLFDWLRQV 
IRU SXEOLF H[SHQGLWXUH ZHUH SUH-HPLQHQWO\ WKH IXQFWLRQ RI WKH GHPRFUDWLFDOO\ HOHFWHG 
LQVWLWXWLRQV. 7KH QHHG IRU WKH FRXUW WR JLYH GXH ZHLJKW WR WKH FRQVLGHUHG DVVHVVPHQW 
PDGH E\ WKRVH LQVWLWXWLRQV PHDQW WKDW LW KDG WR UHVSHFW WKHLU YLHZ XQOHVV ³PDQLIHVWO\ 
ZLWKRXW UHDVRQDEOH IRXQGDWLRQ´. &RQVLVWHQWO\ ZLWK WKDW SULQFLSOH, WKH 6XSUHPH &RXUW 
DOVR GHFLGHG WKDW WKH FRXUW FRXOG SURSHUO\ KDYH UHJDUG WR DQ\ FRQVLGHUDWLRQ E\ 
3DUOLDPHQW RI WKH LVVXHV UDLVHG LQ WKH SURFHHGLQJV IRU MXGLFLDO UHYLHZ (VHH >�3@->�5@).  

162.  ,Q UHODWLRQ WR WKH VXEPLVVLRQ RI 0U 0DXULFL DQG 0U +XPSKULHV, ZH ZRXOG ILUVW VWUHVV 
WKDW DQ 136 LV QRW LWVHOI D VWDWXWRU\ LQVWUXPHQW (DOWKRXJK D '&2 XQGHU DQ 136 LV)� DQG 
WKDW, DOWKRXJK DV D PDWWHU RI IDFW LQ WKLV FDVH 3DUOLDPHQW GLG DSSURYH WKH $136 ZKLFK 
WKH 6HFUHWDU\ RI 6WDWH SURSRVHG WR GHVLJQDWH, WKH 3$ 2008 GRHV QRW PDNH 3DUOLDPHQWDU\ 
DSSURYDO (DV RSSRVHG WR VFUXWLQ\) D SUH-FRQGLWLRQ IRU GHVLJQDWLRQ (VHFWLRQ 5(4)(D)).   

163.  0RUHRYHU, VRPH RI WKH FDVHV WR ZKLFK ZH ZHUH UHIHUUHG UDLVHG LVVXHV RI D GLIIHUHQW 
QDWXUH DQG LQ D GLIIHUHQW FRQWH[W WR WKH SUHVHQW FDVH, DQG VR ZH KDYH JDLQHG OLWWOH KHOS 
IURP WKHP. )RU H[DPSOH, WKH KLJK WKUHVKROG IRU LQWHUYHQWLRQ E\ WKH FRXUW VXJJHVWHG LQ 
0 Y +RPH 2IILFH >1��4@ 1 $& 377 DW SDJH 413'-* UHODWHG WR DQ DWWHPSW LQ DQ HDUOLHU 
FDVH WR LQMXQFW D 0LQLVWHU IURP OD\LQJ D VWDWXWRU\ LQVWUXPHQW EHIRUH 3DUOLDPHQW IRU 
DSSURYDO. ,Q 2¶&RQQRU Y &KLHI $GMXGLFDWLRQ 2IILFHU >1���@ 1 )/5 1200, WKH FRXUW 
IRXQG WKH QRWLRQ RI ³H[WUHPH LUUDWLRQDOLW\´ WR EH XQKHOSIXO DV D ZD\ RI GHILQLQJ D 
VWDQGDUG RI UHYLHZ� EXW LQ DQ\ HYHQW, DW SDJH 1215, WKH FRXUW ZHQW RQ WR DFFHSW WKDW LW 
ZDV D PDWWHU IRU WKH 0LQLVWHU, VXEMHFW WR WKH VFUXWLQ\ RI 3DUOLDPHQW, WR GHFLGH ZKR 
VKRXOG TXDOLI\ IRU LQFRPH VXSSRUW DQG ZKR VKRXOG QRW, DQG, LQ SDUWLFXODU, ZKHWKHU 
VWXGHQWV LQ IXOO WLPH KLJKHU HGXFDWLRQ VKRXOG GR VR. 7KHVH ZHUH HVVHQWLDOO\ SROLWLFDO 
MXGJPHQWV. 

164.  6LPLODUO\, ZH KDYH JDLQHG OLWWOH KHOS IURP WZR DXWKRULWLHV UHOLHG XSRQ E\ 0U 0DXULFL 
DQG 0U +XPSKULHV LQ UHVSHFW RI FKDOOHQJHV WR GHFLVLRQV LQYROYLQJ QDWLRQDO HFRQRPLF 
SROLF\ DQG SROLWLFDO MXGJPHQW. 1RWWLQJKDPVKLUH &RXQW\ &RXQFLO Y 6HFUHWDU\ RI 6WDWH 
IRU WKH (QYLURQPHQW >1�86@ $& 240 ZDV FRQFHUQHG ZLWK D FKDOOHQJH WR WKH VHWWLQJ RI 
H[SHQGLWXUH WDUJHWV IRU ORFDO DXWKRULWLHV WKURXJKRXW WKH FRXQWU\ IRU WKH SXUSRVHV RI 
GHWHUPLQLQJ WKH DPRXQW RI UDWH VXSSRUW JUDQW SD\DEOH. 5 Y 6HFUHWDU\ RI 6WDWH IRU WKH 
(QYLURQPHQW H[ SDUWH +DPPHUVPLWK DQG )XOKDP /RQGRQ %RURXJK &RXQFLO >2001@ 1 
$& 521 UHODWHG WR GHFLVLRQV WR FDS H[FHVVLYH H[SHQGLWXUH E\ ORFDO DXWKRULWLHV. ,Q 
VXPPDU\, WKH +RXVH RI /RUGV KHOG LQ HDFK FDVH WKDW GHFLVLRQV RI WKLV NLQG, LQYROYLQJ 



� �
�

�

�

    

�   

�

�

�   

�
  

 

�   
   

  

 

�     

 
   

  
 

�
 

    

�  
 

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

WKH H[HUFLVH RI SROLWLFDO MXGJPHQW RQ PDWWHUV RI QDWLRQDO HFRQRPLF SROLF\, FRXOG QRW EH 
FKDOOHQJHG IRU LUUDWLRQDOLW\, VKRUW RI EDG IDLWK, LPSURSHU PRWLYH RU PDQLIHVW DEVXUGLW\.   

165.  7KH LPSXJQHG GHFLVLRQ LQ WKH SUHVHQW FDVH ZDV PDGH ZLWKLQ D YHU\ GLIIHUHQW VWDWXWRU\ 
IUDPHZRUN.  )RU H[DPSOH�   

L)  ,Q VHFWLRQ 13, WKH 3$ 2008 HQYLVDJHV, DQG LQFOXGHV H[SUHVV SURYLVLRQ IRU, 
FKDOOHQJHV WR DQ 136 E\ ZD\ RI MXGLFLDO UHYLHZ. 

LL)  ,W LV WUXH WKDW WKH SROLF\-PDNLQJ KHUH LQYROYHG LVVXHV RI SROLWLFDO, VRFLDO DQG 
HFRQRPLF MXGJPHQW DQG ZDV VXEMHFW WR SULRU 3DUOLDPHQWDU\ VFUXWLQ\ (DQG, LQ WKH 
HYHQW, DSSURYDO)� EXW WKH SRZHU WR GHVLJQDWH DQ 136 LV VXEMHFW WR (DPRQJVW RWKHU 
WKLQJV) WKH FRQVXOWDWLRQ UHTXLUHPHQWV LPSRVHG E\ WKH 3$ 2008 LWVHOI, ZKLFK DUH 
DLPHG DW SXEOLF SDUWLFLSDWLRQ LQ WKH GHFLVLRQ-PDNLQJ SURFHVV.  

LLL)  )XUWKHU, WKH SURFHGXUDO EDODQFH VWUXFN E\ WKH OHJLVODWLRQ HQYLVDJHV WKDW WKH PHULWV 
RI SROLF\ IRUPDOLVHG LQ WKLV ZD\ FDQQRW EH FKDOOHQJHG LQ WKH VXEVHTXHQW 
H[DPLQDWLRQ RI DQ DSSOLFDWLRQ IRU GHYHORSPHQW FRQVHQW.  

LY)  ,Q DGGLWLRQ, WKH SROLF\-PDNLQJ SURFHVV ZDV VXEMHFW WR FRPSOLDQFH ZLWK VRPH 
UHODWLYHO\ SUHFLVH OHJDO UHTXLUHPHQWV, QRWDEO\ WKRVH DULVLQJ IURP WKH 6($  
'LUHFWLYH DQG WKH +DELWDWV 'LUHFWLYH, ZKLFK DOVR LQYROYHG REOLJDWLRQV WR FRQVXOW 
ZLGHO\. 6RPH RI WKH FKDOOHQJHV PDGH HLWKHU UHODWH WR WKRVH RWKHU UHJLPHV RU UDLVH 
RWKHU SODQQLQJ LVVXHV RI D WHFKQLFDO QDWXUH.   

Y)  /RRNLQJ DW WKH 3$ 2008 PRUH EURDGO\, WKH 136 UHJLPH QHHG QRW UHODWH WR SXEOLF 
VHFWRU GHYHORSPHQW (DV WKH $136 LOOXVWUDWHV) DQG LW PD\ UHODWH WR LQIUDVWUXFWXUH 
RI D UHODWLYHO\ PRGHVW VFDOH DQG FRVW DV FRPSDUHG ZLWK WKH QHZ UXQZD\ DQG 
GHYHORSPHQW DW +HDWKURZ.   

)RU DOO WKHVH UHDVRQV ZH ILQG LW GLIILFXOW WR WUHDW WKH ORFDO JRYHUQPHQW ILQDQFH FDVHV DQG 
WKH DSSURDFK MXVWLILHG WKHUH DV DQDORJRXV RU KHOSIXO LQ WKH SUHVHQW FRQWH[W. 

166.  )RU UHDVRQV ZKLFK E\ QRZ ZLOO EH DSSDUHQW, ZH FRQVLGHU WKDW WKH GHJUHH RI VFUXWLQ\ 
UHTXLUHG E\ DQ\ FKDOOHQJH EHIRUH XV ZLOO EH GHSHQGHQW XSRQ, DPRQJVW RWKHU WKLQJV, WKH 
VWUDQG RI SROLF\ ZKLFK LV XQGHU UHYLHZ.  +RZHYHU, DOWKRXJK 3DUOLDPHQW VFUXWLQLVHG DQG 
DSSURYHG WKH FRQWHQW RI WKH $136 DV ODWHU GHVLJQDWHG, JHQHUDOO\ ZH GR QRW FRQVLGHU WKDW 
WKH PDLQ JURXQGV RI FKDOOHQJH LQ WKHVH SURFHHGLQJV UDLVH LVVXHV LQ  UHVSHFW RI  ZKLFK  
3DUOLDPHQWDU\ DSSURYDO LV DQ HVSHFLDOO\ ZHLJKW\ PDWWHU LQ UHODWLRQ WR WKH DSSURSULDWH 
GHJUHH RI VFUXWLQ\, SDUWLFXODUO\ ZKHQ WKH QDWXUH RI WKH JURXQGV RI FKDOOHQJH DUH 
FRQVLGHUHG. 

167.  :H DFFHSW WKDW, ZKHUH D IXOO\ LQIRUPHG 3DUOLDPHQW KDV FRQVLGHUHG DQG E\ YRWH DSSURYHG 
D SROLF\, WKH FRXUW ZRXOG EH SURSHUO\ FDXWLRXV LQ LQWHUYHQLQJ LQ IDYRXU RI D FKDOOHQJH 
WKDW WKH SROLF\ LV LUUDWLRQDO.  6RPH RI WKH FODLPV KHUH DUH IUDPHG LQ WHUPV RI LUUDWLRQDOLW\.  
+RZHYHU� 

L)  $V ZH KDYH DOUHDG\ H[SODLQHG, GHVSLWH WKH VWDWXWRU\ UROH IRU 3DUOLDPHQW LQ WKH 3$ 
2008, VHFWLRQ 13 H[SUHVVO\ DOORZV FKDOOHQJHV WR WKH GHVLJQDWLRQ RI WKH $136 HWF 
E\ ZD\ RI MXGLFLDO UHYLHZ. 
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LL)  6RPH DVSHFWV RI WKH $136 UHOLHG KHDYLO\ XSRQ PDVVLYH DPRXQWV RI VFLHQWLILF DQG 
RWKHU LQIRUPDWLRQ DQG DQDO\VLV. ,W LV QRW SRVVLEOH WR VD\ WKDW 3DUOLDPHQW FRXOG 
KDYH EHHQ IXOO\ LQIRUPHG RQ DOO PDWWHUV. 

LLL)  )XUWKHU, DQG LQ RXU YLHZ PRVW LPSRUWDQWO\, DOWKRXJK ZH DFFHSW WKDW VRPH JURXQGV 
ZKLFK DUH QRW LQ VXEVWDQFH LUUDWLRQDOLW\ DUH GUHVVHG XS DV VXFK, VRPH RI WKH 
JURXQGV EHIRUH XV GR QRW VXEVWDQWLYHO\ LQYROYH DQ DOOHJDWLRQ RI LUUDWLRQDOLW\ EXW 
RWKHU OHJDO HUURU RQ WKH 6HFUHWDU\ RI 6WDWH¶V SDUW.  )RU H[DPSOH, WKHUH LV DQ LVVXH 
(UHIOHFWHG LQ ,VVXH 11) DV WR ZKHWKHU WKH 6HFUHWDU\ RI 6WDWH IDLOHG WR FDUU\ RXW WKH 
VWDWXWRU\ FRQVXOWDWLRQ H[HUFLVH ZLWK DQ RSHQ PLQG, WKHUHE\ EUHDFKLQJ WKH ILUVW RI 
WKH *XQQLQJ SULQFLSOHV. $V ZH ZLOO H[SODLQ EHORZ (VHH SDUDJUDSKV 508 DQG 
IROORZLQJ), D FKDOOHQJH RI WKDW QDWXUH PXVW EH FRQVLGHUHG LQ WKH FRQWH[W RI WKH 
VWDWXWRU\ IUDPHZRUN LQ ZKLFK WKH 6HFUHWDU\ RI 6WDWH ZDV RSHUDWLQJ, DQG WKH 
UHVSRQVLELOLWLHV SODFHG XSRQ KLP. %XW LI, DIWHU WDNLQJ WKRVH IDFWRUV LQWR DFFRXQW, 
WKLV JURXQG RI FKDOOHQJH ZHUH WR EH XSKHOG, LW ZRXOG EH GLIILFXOW WR VHH KRZ (H.J.) 
3DUOLDPHQW¶V DSSURYDO RI WKH $136 FRXOG RYHUFRPH RU DYRLG WKH FRQVHTXHQFHV 
RI D OHJDO IODZ RI WKDW QDWXUH. 

168.  +RZHYHU, ZH VWUHVV WKDW WKH GHJUHH RI VFUXWLQ\ ZLOO QHFHVVDULO\ EH GHSHQGHQW XSRQ WKH 
FLUFXPVWDQFHV RI WKH SDUWLFXODU FKDOOHQJH.   6RPH RI WKH LVVXHV UDLVHG LQ UHVSHFW RI VRPH 
RI WKH JURXQGV RI FKDOOHQJH (H.J. QRLVH LPSDFW LVVXHV) KDYH EHHQ VSHFLILFDOO\ DGGUHVVHG 
LQ WKH 3DUOLDPHQWDU\ SURFHVV, QRWDEO\ LQ  WKH  UHSRUW  RI WKH 7UDQVSRUW &RPPLWWHH 
(³$LUSRUWV 1DWLRQDO 3ROLF\ 6WDWHPHQW´ +& 548 - 23 0DUFK 2018) DQG WKH 6HFUHWDU\ RI 
6WDWH¶V SXEOLVKHG UHVSRQVH WR WKDW UHSRUW (&P �624 - -XQH 2018).  0RUHRYHU, WKH\ KDYH 
IRUPHG SDUW RI DQ RYHUDOO MXGJPHQW ZKLFK KDV LQYROYHG EDODQFLQJ WKRVH FRQVLGHUDWLRQV 
DJDLQVW WKH QDWLRQDO HFRQRPLF LQWHUHVW. :H VHH WKH IRUFH LQ WKH SURSRVLWLRQ WKDW WKH FRXUW 
VKRXOG DSSO\ ³FRQVLGHUDEOH FDXWLRQ´ ZKHQ UHYLHZLQJ VXFK PDWWHUV (VHH SDUDJUDSK 161 
DERYH). 

16�.  $V ZH KDYH VDLG, LQ :DQGVZRUWK, 6XOOLYDQ - DFFHSWHG WKDW SROLF\ LQ D :KLWH 3DSHU PD\ 
FRQWDLQ D VSHFWUXP RI GHFLVLRQV UDQJLQJ IURP PDWWHUV RI SULPDU\ IDFW WR TXHVWLRQV RI 
SROLWLFDO DQG HFRQRPLF MXGJPHQW� DQG KH VDLG (DW >58@) WKDW, DW WKH ODWWHU HQG RI WKH 
VSHFWUXP ³WKHUH ZLOO EH D KHDY\ HYLGHQWLDO RQXV XSRQ D FODLPDQW IRU MXGLFLDO UHYLHZ WR 
HVWDEOLVK WKDW VXFK D GHFLVLRQ LV LUUDWLRQDO, DEVHQW EDG IDLWK RU µPDQLIHVW DEVXUGLW\¶´.  
7KDW DSSURDFK, KH VDLG, GLG QRW FRQILQH MXGLFLDO UHYLHZ WR LVVXHV RI EDG IDLWK RU PDQLIHVW 
DEVXUGLW\, EXW GLG HPSKDVLVH WKH KHDY\ RQXV SODFHG XSRQ D FODLPDQW WR VKRZ WKDW D 
MXGJPHQW ZDV LUUDWLRQDO LQ DQ\ RWKHU UHVSHFW.   

170.  7KDW UHIHUHQFH WR D ³KHDY\ RQXV´ PLUURUV WKH SULQFLSOHV LQ UHODWLRQ WR SODQQLQJ GHFLVLRQV 
VHW RXW E\ 6XOOLYDQ - LQ WKH ZHOO-NQRZQ SDVVDJH LQ 1HZVPLWK (FLWHG DW SDUDJUDSK 143(LLL) 
DERYH) DW >5@->8@. 7KHUH KH HPSKDVLVHG WKDW, DOWKRXJK D FKDOOHQJH WR D SODQQLQJ GHFLVLRQ 
PD\ EH PDGH RQ WKH JURXQGV RI LUUDWLRQDOLW\, WKH FRXUW PXVW EH DVWXWH WR VHH WKDW WKLV LV 
QRW XVHG DV D FORDN IRU ZKDW LV, LQ WUXWK, DQ DVVDXOW RQ WKH GHFLVLRQ-PDNHU¶V DVVHVVPHQW 
RI WKH PHULWV. $ FODLPDQW DOOHJLQJ WKDW D SODQQLQJ LQVSHFWRU KDV UHDFKHG D :HGQHVEXU\ 
XQUHDVRQDEOH MXGJPHQW IDFHV D ³SDUWLFXODUO\ GDXQWLQJ WDVN.´ 

171.  0U 3OHPLQJ VXEPLWWHG WKDW WKH DSSURDFK LQ 1HZVPLWK LV FRQILQHG WR VWDWXWRU\ UHYLHZV 
RI GHFLVLRQV E\ SODQQLQJ LQVSHFWRUV ZKHUH (H.J.) D VLWH YLVLW WDNHV SODFH DQG ZKHUH WKH 
LVVXHV UHODWH WR PDWWHUV VXFK DV ZKHWKHU D EXLOGLQJ LV LQ NHHSLQJ ZLWK LWV VXUURXQGLQJV 
DQG LPSDFW RQ WKH ODQGVFDSH RU WR DFFHVVLELOLW\ E\ SXEOLF WUDQVSRUW. +RZHYHU, LQ RXU 
YLHZ, WKRVH ZHUH RQO\ H[DPSOHV JLYHQ E\ 6XOOLYDQ - WR LOOXVWUDWH WKH DSSURDFK KH ZDV 
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OD\LQJ GRZQ, ZKLFK LV QRZ DSSOLHG JHQHUDOO\ WR FKDOOHQJHV LQYROYLQJ SODQQLQJ 
MXGJPHQWV E\ SODQQLQJ DXWKRULWLHV, LQFOXGLQJ WKRVH PDGH E\ ORFDO DXWKRULWLHV (VHH, H.J., 
5 (1LFKROVRQ) Y $OOHUGDOH %RURXJK &RXQFLO >2015@ (:+& 2510 ($GPLQ) DW >10-13@), 
MXGJPHQWV PDGH LQ WKH FRQWH[W RI IRUPXODWLQJ SODQQLQJ SROLFLHV DV ZHOO DV GHFLVLRQ-
PDNLQJ (VHH, H.J., 7HVFR 6WRUHV /LPLWHG Y 6HFUHWDU\ RI 6WDWH IRU WKH (QYLURQPHQW >1��5@ 
1 :/5 75� SHU /RUG +RIIPDQQ DW SDJHV 780-2� DQG :RRGILHOG Y - - *DOODJKHU /LPLWHG 
>2016@ (:&$ &LY 1007� >2016@ 1 :/5 5126 SHU /LQGEORP /- DW >27@->2�@), DQG WKH 
DSSOLFDWLRQ RI SODQQLQJ SROLF\ E\ LQVSHFWRUV WR WKH FLUFXPVWDQFHV RI D FDVH (6XIIRON 
&RDVWDO 'LVWULFW &RXQFLO Y +RSNLQV +RPHV /LPLWHG >2017@ 8.6& 37� >2017@ 1 :/5 
1865 DW >25@->26@). ,W UHIOHFWV WKH PDUJLQ RI DSSUHFLDWLRQ ZKLFK WKH FRXUWV DOORZ WR 
SODQQLQJ DXWKRULWLHV ERWK LQ GHFLVLRQ-PDNLQJ DQG LQ WKH DGRSWLRQ RI SROLFLHV RU SODQV.  
7KH DSSURDFK ODLG GRZQ LQ 1HZVPLWK DQG WKHVH ODWHU FDVHV DOVR UHIOHFWV WKH LQDELOLW\ RI 
WKH FRXUW WR GHWHUPLQH LVVXHV RI SODQQLQJ MXGJPHQW IRU LWVHOI, HVSHFLDOO\ LQ SURFHHGLQJV 
IRU MXGLFLDO UHYLHZ ZKHUH WKHUH LV D IDFWXDO FRQIOLFW RU D FRQIOLFW RI H[SHUW RSLQLRQ. 

172.  :H DOVR FRQVLGHU WKDW, JHQHUDOO\, DV PDWWHUV LQYROYLQJ SODQQLQJ MXGJPHQW, WKH DSSURDFK 
LQGLFDWHG LQ 1HZVPLWK VKRXOG EH DSSOLHG WR WKH LUUDWLRQDOLW\ FKDOOHQJHV, RU WR FKDOOHQJHV 
WR ZKDW DUH HVVHQWLDOO\ PDWWHUV RI MXGJPHQW, SXUVXHG LQ WKHVH SURFHHGLQJV.   

173.  %RWK WKH &ODLPDQWV DQG WKH 6HFUHWDU\ RI 6WDWH KDYH ILOHG D YDVW TXDQWLW\ RI HYLGHQFH, 
VRPH RI LW IURP H[SHUWV. $V WKH\ ULJKWO\ DFNQRZOHGJHG GXULQJ WKH SUHOLPLQDU\ KHDULQJV 
DV ZHOO DV GXULQJ WKH VXEVWDQWLYH KHDULQJ, LW LV QRW WKH UROH RI D FRXUW LQ MXGLFLDO UHYLHZ 
SURFHHGLQJV WR UHVROYH FRQIOLFWV RI WKLV HYLGHQFH, SDUWLFXODUO\ QRW LQ IDYRXU RI D FODLPDQW 
RQ ZKRP WKH EXUGHQ RI SURRI OLHV. ,Q DGGLWLRQ WR LW EHLQJ JHQHUDOO\ RXWVLGH LWV UROH, 
SURFHHGLQJV IRU MXGLFLDO UHYLHZ DUH QRW ZHOO-VXLWHG WR UHVROYH FRQIOLFWV RI HYLGHQFH.  

174.  5 (/DZ 6RFLHW\) Y /RUG &KDQFHOORU >2018@ (:+& 20�4 ($GPLQ)� >201�@ 1 :/5 164� 
LV D UHFHQW LOOXVWUDWLRQ RI WKH GLIILFXOWLHV SRVHG E\ UHOLDQFH XSRQ PDWHULDO RI WKLV QDWXUH.  
7KH FODLP FRQFHUQHG D FKDOOHQJH WR D GHFLVLRQ E\ WKH /RUG &KDQFHOORU WR UHGXFH WKH 
DPRXQW RI PRQH\ PDGH DYDLODEOH DV OHJDO DLG IRU GHIHQGLQJ SHRSOH DFFXVHG RI FULPHV. 
7KH 'LYLVLRQDO &RXUW (/HJJDWW /- DQG &DUU -) KHOG WKDW, DOWKRXJK H[SHUW HYLGHQFH PLJKW 
EH DGPLVVLEOH LQ DQ LUUDWLRQDOLW\ FKDOOHQJH WR VKRZ WKDW D GHFLVLRQ ZDV UHDFKHG E\ D 
SURFHVV RI UHDVRQLQJ ZKLFK LQFOXGHG D VHULRXV WHFKQLFDO HUURU, LI WKDW HUURU LV QRW 
LQFRQWURYHUWLEOH EXW LV D PDWWHU RQ ZKLFK WKHUH LV URRP IRU UHDVRQDEOH H[SHUWV WR 
GLVDJUHH, WKDW JURXQG FDQQRW EH HVWDEOLVKHG. 7KLV VLWXDWLRQ DULVHV ZKHUH, IRU H[DPSOH, 
WKH HYLGHQFH RI DQ H[SHUW UHOLHG XSRQ E\ D FODLPDQW LV FRQWUDGLFWHG E\ D UDWLRQDO RSLQLRQ 
LQ D VWDWHPHQW IURP DQ H[SHUW ILOHG E\ WKH GHIHQGDQW (VHH >36@ WR >41@). 

175.  0XFK RI WKH H[SHUW HYLGHQFH VXEPLWWHG WR XV ZDV WKHUHIRUH VXSHUIOXRXV. 

176.  ,Q DQ\ HYHQW, WKH TXHVWLRQ RI WKH FRUUHFW DSSURDFK WR D FKDOOHQJH WR DQ DGPLQLVWUDWLYH RU 
H[HFXWLYH GHFLVLRQ LQ WKH FRQWH[W RI H[SHUW HYLGHQFH ZDV UHFHQWO\ FRQVLGHUHG LQ 0RWW 
(FLWHG DW SDUDJUDSK 143(Y) DERYH). 7KH FODLPDQW DOOHJHG WKDW WKH LPSRVLWLRQ RI 
FRQGLWLRQV RQ D OLFHQFH E\ WKH (QYLURQPHQW $JHQF\ WR UHGXFH WKH QXPEHU RI VDOPRQ 
FDXJKW LQ RUGHU WR SURWHFW ILVKHULHV LQ WKH 5LYHU :\H ZDV LUUDWLRQDO, DOEHLW WKDW WKH 
GHFLVLRQ ZDV VXSSRUWHG E\ VFLHQWLILF HYLGHQFH. 7KH FRXUW FRQVLGHUHG WKH DSSURDFK WR 
EH WDNHQ LQ D MXGLFLDO UHYLHZ RI D GHFLVLRQ WKDW LV SUHGLFWLYH, LQ WKH VHQVH WKDW LW LV EDVHG 
XSRQ DQ HYDOXDWLRQ RI DVVHVVPHQWV DV WR ZKDW PLJKW KDSSHQ LQ WKH IXWXUH DQG WKDW 
HYDOXDWLRQ LV ZKROO\ RU SDUWO\ PDGH E\ UHIHUHQFH WR VFLHQWLILF RU WHFKQLFDO PDWHULDO (VHH 
>7@). ,W ZDV FRPPRQ JURXQG EHWZHHQ WKH SDUWLHV WKDW DQ HQKDQFHG PDUJLQ RI 
DSSUHFLDWLRQ VKRXOG EH DFFRUGHG WR GHFLVLRQV LQYROYLQJ ³VFLHQWLILF, WHFKQLFDO DQG 
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SUHGLFWLYH DVVHVVPHQWV´, EXW WKH FODLPDQW XQVXFFHVVIXOO\ DUJXHG WKDW WKDW SULQFLSOH GLG 
QRW DSSO\ WR WKH HUURU ZKLFK KH SXUSRUWHG WR LGHQWLI\ (VHH >6�@). 

177.  *LYLQJ WKH MXGJPHQW RI WKH FRXUW, %HDWVRQ /- UHIHUUHG WR 5 (%ULWLVK 8QLRQ IRU WKH 
$EROLWLRQ RI 9LYLVHFWLRQ) Y 6HFUHWDU\ RI 6WDWH IRU WKH +RPH 'HSDUWPHQW >2008@ (:&$ 
&LY 417� 5 Y 'LUHFWRU *HQHUDO RI 7HOHFRPPXQLFDWLRQV H[ SDUWH &HOOFRP /LPLWHG >1���@ 
(&& 314� DQG 5 ('RZQV) Y 6HFUHWDU\ RI 6WDWH IRU WKH (QYLURQPHQW, )RRG DQG 5XUDO 
$IIDLUV >200�@ (:&$ &LY 664� >2010@ (QY /5 7� DQG QRWDEO\ WR WKH UHMHFWLRQ LQ 'RZQV 
RI D FKDOOHQJH WR D UHJXODWRU\ UHJLPH IRU WKH FRQWURO RI SHVWLFLGHV IRU QRQ-FRPSOLDQFH 
ZLWK DQ (& 'LUHFWLYH RQ WKH EDVLV WKDW WKH FODLPDQW KDG EHHQ XQDEOH WR VXUPRXQW WKH 
³IRUPLGDEOH´ KXUGOH RI ³PDQLIHVW HUURU´ LQ VXFK D KLJKO\ WHFKQLFDO ILHOG. $W >75@, KH 
VDLG WKLV� 

³7KH FRQWH[WV RI WKHVH FDVHV DQG WKH HYLGHQFH EHIRUH WKH ERGLHV 
ZKRVH GHFLVLRQV ZHUH FKDOOHQJHG DUH GLIIHUHQW IURP WKH SRVLWLRQ 
LQ WKH SUHVHQW FDVH.  ,Q >'RZQV@ WKHUH ZHUH GLIIHUHQFHV EHWZHHQ 
GLIIHUHQW H[SHUWV, DQG LQ WKH $EROLWLRQ RI 9LYLVHFWLRQ FDVH« WKH 
YLHZ RI WKH GHFLVLRQ-PDNHU ZDV VXSSRUWHG E\ RWKHU H[SHUWV. $V 
ZHOO DV WKRVH IDFWRUV, WKH VFRSH RI MXGLFLDO UHYLHZ LV DFXWHO\ 
VHQVLWLYH WR WKH UHJXODWRU\ FRQWH[W DQG, LQ SDUWLFXODU, GHFLVLRQV 
LQYROYLQJ ZKDW 3URIHVVRU /RQ )XOOHU FDOOHG µSRO\FHQWULF¶ 
TXHVWLRQV SRVH SDUWLFXODU FKDOOHQJHV WR D MXGLFLDO UHYLHZ FRXUW.  
1RWZLWKVWDQGLQJ WKH GLIIHUHQFHV DQG UHFRJQLVLQJ WKH LPSRUWDQFH 
RI VHQVLWLYLW\ WR FRQWH[W DQG IOH[LELOLW\, , FRQVLGHU WKDW WKHVH FDVHV 
SURYLGH JHQHUDO DVVLVWDQFH LQ FRQVLGHULQJ WKH DSSURDFK WR WKH 
GHFLVLRQV RI WKH DJHQF\.´ 

$W >78@, KH FRQWLQXHG�  

³,Q WKH SUHVHQW FDVH WKH GHFLVLRQV ZHUH EDVHG RQ WKUHH SULQFLSDO 
IDFWRUV. )LUVW, WKH DJHQF\¶V DVVHVVPHQW RQ WKH EDVLV RI WKH 
VKRUWIDOO LQ HJJ GHSRVLWLRQ WKDW WKH VDOPRQ ILVKHU\ LQ WKH :\H LV 
DW ULVN RI EHFRPLQJ XQVXVWDLQDEOH, ZKLFK ZDV QRW FKDOOHQJHG.  
6HFRQGO\, WKH YLHZV RI WKH UHVHDUFKHUV DQG WKH DJHQF\, UHIOHFWLQJ 
D EURDG VFLHQWLILF FRQVHQVXV, WKDW VDOPRQ UHWXUQ WR WKHLU ULYHUV RI 
RULJLQ WR VSDZQ. 7KLUGO\, WKH JHQHWLF GDWD JDWKHUHG IURP WKH 55 
ILVK WDNHQ IURP WKH HVWXDU\ DQG WKH 21&25, *HQH&ODVV2 DQG 
F%D\HV PRGHOV XVHG LQ WKH ([HWHU UHSRUW WR HVWLPDWH WKHLU ULYHUV 
RI RULJLQ. 7KH GHFLVLRQV ZHUH WKXV PDGH DJDLQVW DQ XQFKDOOHQJHG 
DVVHVVPHQW DV WR WKH ULVN WR WKH :\H DQG D EDFNJURXQG 
DVVXPSWLRQ RQ ZKLFK WKHUH LV VFLHQWLILF FRQVHQVXV WKDW VDOPRQ 
UHWXUQ WR WKHLU ULYHU RI RULJLQ WR VSDZQ.  7KH GHFLVLRQV ZHUH WKHQ 
WKH UHVXOW RI DQ DPDOJDP RI DVVHVVPHQWV ZKLFK DUH LQ SDUW IDFWXDO 
DQG LQ SDUW SUHGLFWLYH LQ QDWXUH. 7KH\ DOVR LQYROYHG 
FRQVLGHUDWLRQ RI RWKHU IDFWRUV, VXFK DV KRZ WR EDODQFH WKH 
LQWHUHVWV RI WKRVH SULPDULO\ DIIHFWHG ZLWK WKH ZLGHU SXEOLF 
LQWHUHVW, DQG KRZ IDFWRUV VXFK DV WKH µKHULWDJH LQVWDOODWLRQ¶ DVSHFW 
VKRXOG EH IDFWRUHG LQWR WKH GHFLVLRQ DQG DUH LQ WKLV VHQVH 
µSRO\FHQWULF¶. , UHVSHFWIXOO\ DJUHH ZLWK WKH VWDWHPHQW RI 
/LJKWPDQ - LQ >&HOOFRP@ DW >26@ WKDW µLI . . . WKH FRXUW VKRXOG EH 
YHU\ VORZ WR LPSXJQ GHFLVLRQV RI IDFW PDGH E\ DQ H[SHUW DQG 
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H[SHULHQFHG GHFLVLRQ-PDNHU, LW PXVW VXUHO\ EH HYHQ VORZHU WR 
LPSXJQ KLV HGXFDWHG SURSKHFLHV DQG SUHGLFWLRQV IRU WKH IXWXUH¶´. 

$W >77@, %HDWVRQ /- SRLQWHG RXW WKDW WKH DGHTXDF\ RI D PRGHO XVHG WR HVWLPDWH WKH 
SHUFHQWDJHV RI ILVK IURP D JLYHQ ULYHU ZDV D PDWWHU RI VFLHQWLILF MXGJPHQW UDWKHU WKDQ 
OHJDO DQDO\VLV. 

178.  'HVSLWH VHYHUDO UHTXHVWV IURP WKH FRXUW, WKH YDULRXV &ODLPDQWV EHIRUH XV ± QRWDEO\, WKH 
+LOOLQJGRQ &ODLPDQWV ± PDGH QR VXEPLVVLRQV RQ 0RWW WR VXJJHVW WKDW LW LV QRW JRRG ODZ 
RU KRZ LW UHODWHV WR WKH DUJXPHQWV LQ WKHVH FODLPV.   

17�.  )RU RXU SDUW, ZH FRQVLGHU 0RWW LV D KHOSIXO UHPLQGHU RI ZHOO-HVWDEOLVKHG JRRG ODZ� WKH 
FRXUW VKRXOG DFFRUG DQ HQKDQFHG PDUJLQ RI DSSUHFLDWLRQ WR GHFLVLRQV LQYROYLQJ RU EDVHG 
XSRQ ³VFLHQWLILF, WHFKQLFDO DQG SUHGLFWLYH DVVHVVPHQWV´ E\ WKRVH ZLWK DSSURSULDWH 
H[SHUWLVH. 7KH GHJUHH RI WKDW PDUJLQ ZLOO RI FRXUVH GHSHQG RQ WKH FLUFXPVWDQFHV� EXW, 
ZKHUH D GHFLVLRQ LV KLJKO\ GHSHQGHQW XSRQ WKH DVVHVVPHQW RI D ZLGH YDULHW\ RI FRPSOH[ 
WHFKQLFDO PDWWHUV E\ WKRVH ZKR DUH H[SHUW LQ VXFK PDWWHUV DQG/RU ZKR DUH DVVLJQHG WR 
WKH WDVN RI DVVHVVPHQW (XOWLPDWHO\ E\ 3DUOLDPHQW), WKH PDUJLQ RI DSSUHFLDWLRQ ZLOO EH 
VXEVWDQWLDO. 7KDW ZLOO EH D SRWHQWLDOO\ LPSRUWDQW FRQVLGHUDWLRQ ZKHQ ZH H[DPLQH VRPH 
RI WKH JURXQGV RI FKDOOHQJH, ZKLFK GR UHODWH WR PDWWHUV RI WHFKQLFDO MXGJPHQW DQG 
H[SHUWLVH, PRGHOOLQJ DQG SUHGLFWLYH DVVHVVPHQWV, VRPH RI ZKLFK ZHUH PDGH E\ 
LQGHSHQGHQW H[SHUW ERGLHV RU E\ WKH 6HFUHWDU\ RI 6WDWH DVVLJQHG WR PDNH VXFK 
DVVHVVPHQWV RQ WKH EDVLV RI H[SHUW HYLGHQFH.   

180.  :H DOVR DFFHSW 0U 0DXULFL¶V VXEPLVVLRQ WKDW, E\ DQDORJ\ ZLWK 5 (3ULGHDX[) Y 
%XFNLQJKDPVKLUH &RXQW\ &RXQFLO >2013@ (:+& 1054 ($GPLQ)� >2013@ (QY /5 32 DW 
>116@, WKH 6HFUHWDU\ RI 6WDWH ZDV HQWLWOHG WR DWWDFK JUHDW ZHLJKW WR WKH UHSRUWV RI WKH $&, 
SDUWLFXODUO\ WKH $& )LQDO 5HSRUW. 7KDW LV FRQVLVWHQW ZLWK 0RWW.  7KH $&  ZDV  DQ  
LQGHSHQGHQW DQG H[SHUW ERG\, ZKLFK KDG EHHQ VSHFLILFDOO\ LQVWUXFWHG WR H[DPLQH WKH 
H[WHQW WR ZKLFK WKHUH ZDV D QHHG IRU DGGLWLRQDO DLUSRUW FDSDFLW\, DQG LI VR KRZ WKDW QHHG 
VKRXOG EH PHW. ,W FRPSULVHG D SDQHO RI LQGHSHQGHQW H[SHUWV, ZKLFK LQ WXUQ 
FRPPLVVLRQHG DQG UHOLHG XSRQ D JUHDW ERG\ RI LQGHSHQGHQW H[SHUW VXUYH\V DQG DQDO\VLV. 

181.  )LQDOO\, ZH UHWXUQ WR WKH SDVVDJH SUHYLRXVO\ TXRWHG IURP /RUG 'LSORFN¶V VSHHFK LQ 
%XVKHOO (DW SDUDJUDSK 154 DERYH) DQG WKH SURSRVLWLRQ WKDW WKH QDWXUH RI WKH SROLF\ 
GHFLVLRQV EURXJKW WRJHWKHU LQ D GRFXPHQW VXFK DV WKH $136 FRYHUV D ZLGH VSHFWUXP.  
$W RQH HQG WKHUH DUH EURDG MXGJPHQWV DERXW WKH LPSRUWDQFH RI DYLDWLRQ (LQFOXGLQJ D 
³KXE´ FDSDFLW\ FDSDEOH RI FRPSHWLQJ LQWHUQDWLRQDOO\) WR WKH QDWLRQDO HFRQRP\ DQG WKH 
EDODQFH EHWZHHQ VXFK FRQVLGHUDWLRQV DQG HQYLURQPHQWDO LVVXHV (LQFOXGLQJ QRLVH, DLU 
TXDOLW\ DQG FOLPDWH FKDQJH). $W WKH RWKHU HQG RI WKH VSHFWUXP, D SURSRVDO WR ORFDWH 
DLUSRUW H[SDQVLRQ LQ D SDUWLFXODU ORFDOLW\ KDV YHU\ GLUHFW LPSOLFDWLRQV IRU WKH SODQQLQJ 
RI WKDW DUHD DQG WKH HQYLURQPHQW RI WKRVH OLYLQJ DQG ZRUNLQJ WKHUH. :KHUHDV WKH 
GHVLJQDWLRQ RI WKH $136 KDV VHWWOHG WKH LVVXHV RI QHHG DQG WKH VHOHFWLRQ RI WKH 1:5 WR 
PHHW WKDW QHHG, WKH DVVHVVPHQW RI D VSHFLILF SURSRVDO DQG WKH DSSOLFDWLRQ RI FULWHULD ODLG 
GRZQ E\ WKH $136, OHJLVODWLRQ DQG RWKHU SROLFLHV ZLOO EH YHU\ PXFK LQ FRQWHQWLRQ 
WKURXJK WKH '&2 SURFHVV. 

182.  'RHV WKLV ³VSHFWUXP´ DQDO\VLV KDYH DQ\ DGGLWLRQDO EHDULQJ RQ WKH LQWHQVLW\ RI UHYLHZ"  
:H FRQVLGHU WKDW LW PD\ GR VR LQ WKUHH ZD\V. )LUVW, LW PD\ UHTXLUH WKH FRXUW WR DSSO\ 
³FRQVLGHUDEOH FDXWLRQ´ WR FKDOOHQJHV RQ PDWWHUV RI MXGJPHQW (VHH, H.J., 6* FLWHG DW 
SDUDJUDSK 161 DERYH). 6HFRQG, GHSHQGLQJ RQ WKH QDWXUH RI WKH JURXQG RI FKDOOHQJH, LW 
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PD\ DIIHFW ZKHWKHU WKDW JURXQG LV PDGH RXW. 7KLUG, LI D JURXQG RI FKDOOHQJH LV PDGH 
RXW, LW PD\ DIIHFW WKH FRXUW¶V DSSURDFK WR WKH JUDQW RI UHOLHI. 

183.  2Q WKH VHFRQG SRLQW, VRPH JURXQGV PD\ EH RI D KDUG-HGJHG QDWXUH, WKH OHJDO PHULWV RI 
ZKLFK DUH QRW DIIHFWHG E\ WKH IDFW WKDW WKH $136 GHDOV ZLWK SROLF\-PDNLQJ RQ D ZLGH 
VSHFWUXP. ([DPSOHV RI HUURUV RI WKLV NLQG FRXOG LQFOXGH D PLVLQWHUSUHWDWLRQ RI D 
SURYLVLRQ LQ WKH 3$ 2008 JRYHUQLQJ WKH H[HUFLVH RI PLQLVWHULDO SRZHUV, D FRPSOHWH 
IDLOXUH WR VDWLVI\ D SURFHGXUDO UHTXLUHPHQW LQ WKH VWDWXWH, RU D FRPSOHWH IDLOXUH WR DGGUHVV 
D OHJDOO\ PDQGDWHG PDWWHU. %XW RWKHU JURXQGV RI FKDOOHQJH PD\ UHODWH WR VXEMHFWV ZKLFK 
IRUPHG SDUW RI D PL[ RI FRQVLGHUDWLRQV LQ WKH GHYHORSPHQW RI SROLF\ LQ WKH $136.  +HUH, 
LW PD\ EH KHOSIXO WR FRQVLGHU ZKHUH WKH WDUJHW RI WKH FKDOOHQJH OLHV RQ WKH SROLF\ 
³VSHFWUXP´� WKH ³SRO\FHQWULF´ TXHVWLRQ UHIHUUHG WR LQ 0RWW. 7KLV PD\ JR WR WKH TXHVWLRQ 
RI, QRW RQO\ ZKHWKHU DQ HUURU KDV EHHQ PDGH, EXW ZKHWKHU D material HUURU RI ODZ 
RFFXUUHG. 

184.  2Q WKH WKLUG SRLQW, ZKHUH D JURXQG RI FKDOOHQJH LV PDGH RXW DQG WKH TXHVWLRQ RI UHOLHI 
LV EHLQJ FRQVLGHUHG, LW PD\ DVVLVW WKH FRXUW WR FRQVLGHU ZKHUH WKH OHJDO HUURU VLWV LQ 
UHODWLRQ WR WKDW SROLF\ VSHFWUXP, WKH $136 DQG SXEOLF LQWHUHVW FRQVLGHUDWLRQV YLHZHG DV 
D ZKROH. 7KLV FRXOG DULVH, IRU H[DPSOH, ZKHUH WKH FRPSODLQW UHODWHV WR D IDLOXUH E\ WKH 
6HFUHWDU\ RI 6WDWH WR DGGUHVV D VXEMHFW FRYHUHG LQ D FRQVXOWDWLRQ UHVSRQVH RU LUUDWLRQDOLW\ 
LQ WKH WUHDWPHQW RI D SDUWLFXODU VXEMHFW (VHH DOVR :DOWRQ Y 6FRWWLVK 0LQLVWHUV >2012@ 
8.6& 44� >2013@ 3765 51 DW >138@ DQG >156@, DQG 5 (&KDPSLRQ) Y 1RUWK 1RUIRON 
'LVWULFW &RXQFLO >2015@ 8.6& 52� >2015@ 1 :/5 3710). 

6XUIDFH�$FFHVV�

7KH )DFWXDO %DFNJURXQG 

185.  2WKHU WKDQ WUDQVIHU SDVVHQJHUV (L.H. SDVVHQJHUV ZKR VLPSO\ WUDQVIHU EHWZHHQ IOLJKWV 
ZLWKLQ WKH FRQILQHV RI WKH DLUSRUW), DLU SDVVHQJHUV KDYH WR JHW WR DQG IURP DQ DLUSRUW ± 
DV GR VWDII DQG IUHLJKW. 7KHVH JURXQGV FRQFHUQ WKH 6HFUHWDU\ RI 6WDWH¶V DSSURDFK WR WKH 
FKDOOHQJH SRVHG E\ WKH 1:5 6FKHPH WR VXUIDFH DFFHVV WR +HDWKURZ. 

186.  +HDWKURZ LV VHUYHG E\ URDGV (QRWDEO\ WKH 025, 04, $4 DQG $30)� DQG E\ UDLO VHUYLFHV 
(FXUUHQWO\ WKH /RQGRQ 8QGHUJURXQG 3LFFDGLOO\ /LQH, 7I/ 5DLO DQG +HDWKURZ ([SUHVV).  
,W LV OLNHO\ WKDW LW ZLOO EH VHUYHG E\ WKH (OL]DEHWK /LQH (L.H. &URVVUDLO) E\ WKH HQG RI QH[W 
\HDU� DQG, VRPHZKDW ODWHU, LW LV H[SHFWHG WR EH FRQQHFWHG WR +62 DW 2OG 2DN &RPPRQ.  
3ODQV DUH EHLQJ GHYHORSHG IRU IXUWKHU LPSURYHG UDLO DFFHVV. 7KH SURSRVHG :HVWHUQ 5DLO 
/LQN WR +HDWKURZ (³WKH :5/´) ZRXOG FRQQHFW WKH DLUSRUW WR WKH *UHDW :HVWHUQ 0DLQ 
/LQH. 7KDW LV FXUUHQWO\ LQ WKH ³GHYHORS´ SKDVH LQ WKH 5DLO 1HWZRUN (QKDQFHPHQWV 
3LSHOLQH, SXEOLVKHG LQ 0DUFK 2018� LW LV H[SHFWHG WKDW DQ DSSOLFDWLRQ IRU D '&2 ZLOO EH 
PDGH ODWHU WKLV \HDU. 7KH 6RXWKHUQ 5DLO $FFHVV (³WKH 65$´) LV DW DQ HDUOLHU VWDJH RI 
GHYHORSPHQW, DQG LWV ILQDO URXWH DQG VFRSH KDYH \HW WR EH GHWHUPLQHG� EXW LW LV SODQQHG 
WR JLYH  DFFHVV  IURP +HDWKURZ  WR WKH 6RXWK  :HVWHUQ  5DLOZD\ QHWZRUN DQG /RQGRQ 
:DWHUORR 6WDWLRQ. 

187.  ,Q 2015, WR DQG IURP +HDWKURZ, WKHUH ZHUH D WRWDO RI 147,000 WULSV E\ SDVVHQJHUV SHU 
GD\, RI ZKLFK 58,800 (40.0%) ZHUH QRW E\ URDG, DOPRVW DOO RI WKRVH EHLQJ E\ SXEOLF 
WUDQVSRUW. ,Q DGGLWLRQ, WKHUH ZHUH 87,400 WULSV E\ VWDII, RI ZKLFK 31,�00 (36.5%) ZHUH 
E\ SXEOLF WUDQVSRUW. 
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188.  7KH 1:5 6FKHPH LQYROYHV D VXEVWDQWLDO LQFUHDVH LQ RSHUDWLQJ SDVVHQJHU FDSDFLW\ ± WKH 
$& )LQDO 5HSRUW IRUHFDVW WKDW WKH SURSRVHG H[SDQVLRQ ZRXOG UHVXOW LQ WKH QXPEHU RI 
+HDWKURZ SDVVHQJHUV LQFUHDVLQJ IURP 75P LQ 2015 WR D UDQJH RI XS WR 148P RQFH WKH 
WKUHH-UXQZD\ DLUSRUW LV IXOO\ XWLOLVHG. 7KHUH ZRXOG EH D FRUUHVSRQGLQJ LQFUHDVH LQ 
QXPEHUV RI SDVVHQJHUV DQG VWDII ± DV ZHOO DV LQFUHDVHG IUHLJKW PRYHPHQWV ± WUDYHOOLQJ 
WR DQG IURP +HDWKURZ. 

18�.  )URP WKH RXWVHW, WKH $& UHFRJQLVHG WKDW ³HIIHFWLYH VXUIDFH DFFHVV KDV D FULWLFDO UROH LQ 
PLWLJDWLQJ WKH LPSDFW RI DLUSRUW H[SDQVLRQ´ (-RQHV 1, SDUDJUDSK 62)� DQG LW HPSOR\HG 
-DFREV WR DGYLVH RQ DQG WKHQ FRQGXFW WKH UHOHYDQW DQDO\VHV.  ,Q WKH $& ,QWHULP 5HSRUW, 
ZKLOVW UHFRJQLVLQJ WKDW DQ\ H[SDQVLRQ RI DLUSRUW FDSDFLW\ ZRXOG EH SULYDWHO\ IXQGHG ± 
WKH SUH-$136 HPSKDVLV EHLQJ RQ LVVXHV DQG RXWFRPHV WR EH DFKLHYHG, ZLWK GHWDLOHG 
VXUIDFH DFFHVV SODQV EHLQJ GHYHORSHG DQG EURXJKW IRUZDUG DV SDUW RI WKH '&2 SURFHVV 
± LW DOVR XQGHUVWRRG WKDW VXUIDFH DFFHVV LQIUDVWUXFWXUH LPSURYHPHQWV PD\ EH UHTXLUHG.  
$OWKRXJK WKH SULYDWH GHYHORSHU PLJKW FRQWULEXWH WR VXFK LPSURYHPHQWV, WKH 6HFUHWDU\ 
RI 6WDWH ZRXOG EH SULPDULO\ UHVSRQVLEOH IRU WKHP, EHFDXVH LPSURYHPHQWV ZRXOG EH 
UHTXLUHG LQ DQ\ HYHQW DV D UHVXOW RI LQFUHDVHG EDFNJURXQG WUDQVSRUW PRYHPHQWV. 2QH RI 
WKH FRQFOXVLRQV RI WKH $& ,QWHULP 5HSRUW ZDV WKDW WKH *RYHUQPHQW VKRXOG JHQHUDOO\ 
DWWDFK D JUHDWHU VWUDWHJLF SULRULW\ WR WUDQVSRUW LQYHVWPHQWV ZKLFK LPSURYH VXUIDFH DFFHVV 
WR DLUSRUWV. 

1�0.  7KH ZRUN GRQH RQ VXUIDFH DFFHVV SULRU WR WKH $& )LQDO 5HSRUW LV VHW RXW LQ GHWDLO LQ WKH 
VWDWHPHQWV RI 0U -RQHV DQG 3KLO *UDKDP ZKR ZDV WKH +HDG RI WKH $& 6HFUHWDULDW. ,W 
ZDV FHUWDLQO\ H[WHQVLYH. 7KH $&¶V LQLWLDO FRQVXOWDWLRQ RQ WKH $SSUDLVDO )UDPHZRUN 
LQFOXGHG VXUIDFH DFFHVV, WKH $SSUDLVDO )UDPHZRUN HYHQWXDOO\ VHWWLQJ WKH IROORZLQJ 
REMHFWLYHV� (L) WR PD[LPLVH WKH QXPEHU RI SDVVHQJHUV DQG ZRUNIRUFH DFFHVVLQJ WKH 
DLUSRUW YLD VXVWDLQDEOH PRGHV RI WUDQVSRUW (L.H. SULPDULO\ SXEOLF WUDQVSRUW), (LL) WR 
DFFRPPRGDWH WKH QHHGV RI RWKHU XVHUV RI WUDQVSRUW QHWZRUNV, VXFK DV FRPPXWHUV, 
LQWHUFLW\ WUDYHOOHUV DQG IUHLJKW, DQG (LLL) WR HQDEOH DFFHVV WR WKH DLUSRUW  IURP D ZLGH  
FDWFKPHQW DUHD. $V ZH KDYH GHVFULEHG (VHH SDUDJUDSK 54 DERYH), LQ 1RYHPEHU 2014, 
WKH $& FRQVXOWHG RQ LWV LQLWLDO DQDO\VLV, WR ZKLFK WKH 0D\RU UHVSRQGHG LQ )HEUXDU\ 
2015. :LWK LWV )LQDO 5HSRUW, WKH $& SXEOLVKHG WKLUWHHQ UHSRUWV RQ VXUIDFH DFFHVV, 
LQFOXGLQJ WKH -DFREV 6XUIDFH $FFHVV $VVHVVPHQW (VHH SDUDJUDSK 57(LLL) DQG (LY) DERYH).  
0U -RQHV GHVFULEHG WKH $&¶V ZRUN RQ VXUIDFH DFFHVV DV ³RQH RI WKH PRVW H[WHQVLYH DQG 
WKRURXJK VWUDWHJLF DQDO\VLV RI UHFHQW WLPHV´ (-RQHV 1, SDUDJUDSK 127)� DQG QR RQH 
VXJJHVWHG RWKHUZLVH. 

1�1.  7KH $& )LQDO 5HSRUW FRQFOXGHG WKDW 

8.36. $JDLQVW WKH REMHFWLYH WR PD[LPLVH WKH QXPEHU RI 
SDVVHQJHUV DQG ZRUNIRUFH DFFHVVLQJ WKH DLUSRUW YLD VXVWDLQDEOH 
PRGHV RI WUDQVSRUW, DOO WKUHH VFKHPHV GHPRQVWUDWH EURDGO\ 
VLPLODU OHYHOV RI SHUIRUPDQFH. 7KH *DWZLFN >25 6FKHPH@ 
DFKLHYHV D VOLJKWO\ KLJKHU RYHUDOO SXEOLF WUDQVSRUW PRGH VKDUH 
(54% YV 53%), EXW WKH +HDWKURZ VFKHPHV GHPRQVWUDWH D ODUJHU 
LQFUHDVH LQ SHUIRUPDQFH DJDLQVW FXUUHQW OHYHOV DQG D ODUJHU VKLIW 
LQ WKH QXPEHU RI SDVVHQJHUV VZLWFKLQJ WR VXVWDLQDEOH PRGHV. 

8.37. $JDLQVW WKH REMHFWLYH WR DFFRPPRGDWH WKH QHHGV RI RWKHU 
XVHUV RI WUDQVSRUW QHWZRUNV, VXFK DV FRPPXWHUV, LQWHUFLW\ 
WUDYHOOHUV DQG IUHLJKW, WKH *DWZLFN >25 6FKHPH@ ZRXOG VHH PRUH 
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DYDLODEOH FDSDFLW\ RQ NH\ WUDQVSRUW OLQNV VHUYLQJ WKH DLUSRUW E\ 
2030. +RZHYHU, WKLV DGYDQWDJH UHIOHFWV LQ SDUW WKH VORZHU JURZWK 
LQ WUDIILF DW *DWZLFN XQGHU WKH &RPPLVVLRQ¶V IRUHFDVWV DQG FDQ 
UHDVRQDEO\ EH H[SHFWHG WR GLPLQLVK DIWHU 2030. 

8.38. $JDLQVW WKH REMHFWLYH WR HQDEOH DFFHVV WR WKH DLUSRUW IURP 
D ZLGH FDWFKPHQW DUHD, ERWK VFKHPHV ZLOO KDYH JRRG 
FRQQHFWLYLW\ DFURVV /RQGRQ ZLWKLQ WKHLU LQQHU LVRFKURQHV. 
+RZHYHU, ZKHQ WKH RXWHU LVRFKURQHV DUH WDNHQ LQWR DFFRXQW, WKH 
+HDWKURZ VFKHPHV FDQ EH VHHQ WR RIIHU EHWWHU DFFHVV IRU 
SDVVHQJHUV DFURVV WKH 0LGODQGV DQG 1RUWK :HVW, SDUWLFXODUO\ GXH 
WR +62, ZKLOH WKH >:5/@ DOVR SURYLGH D VXSHULRU FRQQHFWLRQ WR 
WKH :HVW RI (QJODQG DQG 6RXWK :DOHV, HQDEOLQJ D ZLGHU VSUHDG 
RI HFRQRPLF EHQHILWV.´    

1�2.  $V ZH KDYH GHVFULEHG (SDUDJUDSKV 5�-60 DERYH), IROORZLQJ WKH SXEOLFDWLRQ RI WKH $& 
)LQDO 5HSRUW, WKH 6HFUHWDU\ RI 6WDWH XQGHUWRRN YDULRXV UHYLHZV. 

L)  $ 6HQLRU 5HYLHZ 3DQHO FKDLUHG E\ WKH $YLDWLRQ &DSDFLW\ 3URJUDPPH 'LUHFWRU DW 
WKH 'I7 FRQGXFWHG D UHYLHZ RI WKH $&¶V )LQDO 5HSRUW EHWZHHQ -XO\ DQG 'HFHPEHU 
2015, FRQFOXGLQJ WKDW LW ZDV ³D VRXQG DQG UREXVW SLHFH RI HYLGHQFH XSRQ ZKLFK 
WKH *RYHUQPHQW FRXOG EDVH GHFLVLRQV RQ ZKHWKHU IXUWKHU DLUSRUW FDSDFLW\ ZDV 
UHTXLUHG DQG ZKHUH WKDW FDSDFLW\ FRXOG EH EHVW ORFDWHG´ (-RQHV 1, SDUDJUDSK 142� 
DQG VHH SDUDJUDSK 60 DERYH). 

LL)  7KH 6HFUHWDU\ RI 6WDWH ZDV DZDUH RI FULWLFLVPV E\ 7I/ RI WKH $&¶V DQDO\VLV LQ 
UHVSHFW RI VXUIDFH DFFHVV. 7KHUHIRUH, LQ 1RYHPEHU 2014, KH FRPPLVVLRQHG DQ 
HQJLQHHULQJ FRPSDQ\, $WNLQV /LPLWHG (³$WNLQV´), WR ³DVVHVV WKH RSHUDWLRQDO, FRVW 
DQG HQYLURQPHQWDO LPSDFWV RI WKH VXUIDFH DFFHVV VWUDWHJLHV SURSRVHG WR VXSSRUW 
H[SDQVLRQ RI HLWKHU +HDWKURZ RU *DWZLFN DLUSRUWV, DV ZHOO DV LPSDFWV RQ H[LVWLQJ 
DQG SODQQHG ORFDO VWUDWHJLF WUDQVSRUW LQIUDVWUXFWXUH´, L.H. WR JLYH DVVXUDQFH WKDW WKH 
$&¶V DQDO\VLV DQG FRQFOXVLRQV ZHUH VXIILFLHQWO\ UREXVW. $WNLQV UHSRUWHG LQ -XO\ 
2015, WKH UHSRUW EURDGO\ VXSSRUWLQJ WKH ILQGLQJV RI WKH $& DQDO\VLV DQG WKHUHIRUH 
VXSSRUWLQJ WKH FRQFOXVLRQ WKDW QRQH RI WKH VXUIDFH DFFHVV FKDOOHQJHV IRU DQ\ RI 
WKH WKUHH VKRUW-OLVWHG VFKHPHV ZHUH LQVXUPRXQWDEOH (-RQHV 1, SDUDJUDSKV 143-
162). 7KDW UHSRUW ZDV WKH VXEMHFW RI D PHHWLQJ EHWZHHQ WKH 'I7, $WNLQV DQG 7I/ 
LQ 6HSWHPEHU 2016 (-RQHV 1, SDUDJUDSK 166). 

LLL)  ,Q 0DUFK 2017, WKH 6HFUHWDU\ RI 6WDWH FRPPLVVLRQHG 6'* (WUDQVSRUW FRQVXOWDQWV 
RWKHUZLVH UHWDLQHG E\ 7I/) WR FDUU\ RXW D VWXG\ ORRNLQJ DW WKH VXUIDFH DFFHVV 
UHTXLUHPHQWV IRU WUDYHO WR +HDWKURZ DW D VWUDWHJLF OHYHO. 6'*¶V UHSRUW FRQFOXGHG 
WKDW, WR PHHW D WDUJHW RI 50% RI DLUSRUW SDVVHQJHU MRXUQH\V EHLQJ PDGH E\ SXEOLF 
DQG VXVWDLQDEOH WUDQVSRUW E\ 2030, SXEOLF WUDQVSRUW WR +HDWKURZ ZRXOG KDYH WR EH 
LPSURYHG� DQG ³WKHUH ZDV QR VLQJOH WUDQVSRUW LQWHUYHQWLRQ WR HQDEOH +$/ WR PHHW 
LWV WDUJHWV, EXW D VXLWH RI LQWHUYHQWLRQV ZRXOG EH QHHGHG WR VXSSRUW WKH LQFUHDVH LQ 
DLU SDVVHQJHUV DQG HPSOR\HHV WDNLQJ SXEOLF WUDQVSRUW WR DQG IURP +HDWKURZ´ 
(-RQHV 1, SDUDJUDSKV 200-20�, WKH TXRWDWLRQ FRPLQJ IURP SDUDJUDSK 208). 7KH 
UHSRUW ZDV GLVFXVVHG ZLWK 7I/ DW D PHHWLQJ LQ 0D\ 2017.    
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1�3.  'XULQJ WKH SHULRG EHWZHHQ WKH $& )LQDO 5HSRUW LQ -XQH 2015 DQG WKH GHVLJQDWLRQ RI WKH 
$136 LQ -XQH 2018, WKH 0D\RU DQG 7I/ PDGH IXUWKHU UHSUHVHQWDWLRQV WR WKH 6HFUHWDU\ 
RI 6WDWH FRQFHUQLQJ VXUIDFH DFFHVV WR +HDWKURZ, QRWDEO\� 

L)  ,Q 2FWREHU 2015, D UHVSRQVH WR WKH $& 5HSRUW FRQWDLQLQJ D FULWLTXH RI WKH VXUIDFH 
DFFHVV DQDO\VLV. 

LL)  ,Q 0D\ 2017, WKH 7I/ 6XUIDFH $FFHVV 7HFKQLFDO 1RWH (VHH SDUDJUDSK 70 DERYH).  

LLL)  ,Q $XJXVW 2017, WKH 6'* 5HSRUW, RQ ³DQ DQDO\WLFDO-EDVHG VWXG\ WR DVVHVV WKH 
WUDQVSRUW LPSDFWV RI +HDWKURZ H[SDQVLRQ XQGHU D UDQJH RI VFHQDULRV« DQG 
SURYLGH JXLGDQFH DV WR WKH OLNHO\ HIIHFWLYHQHVV RI D UDQJH RI LQWHUYHQWLRQV LQ 
DFKLHYLQJ D VKLIW LQ WUDYHO EHKDYLRXU WRZDUGV SXEOLF WUDQVSRUW´ (([HFXWLYH 
6XPPDU\) (VHH SDUDJUDSK 75 DERYH). 

LY)  ,Q 1RYHPEHU 2017, WKH 7I/ 1RYHPEHU 2017 6XUIDFH $FFHVV 7HFKQLFDO 1RWH (VHH 
SDUDJUDSK 76 DERYH). 

Y)  ,Q -DQXDU\ 2018, WKH 7I/ -DQXDU\ 2018 6XUIDFH $FFHVV 7HFKQLFDO 1RWH, UHSRUWLQJ 
RQ 7I/¶V RZQ DQDO\VLV RI WKH VXUIDFH DFFHVV LPSDFWV RI D WKLUG UXQZD\ DW 
+HDWKURZ (VHH SDUDJUDSK 76 DERYH). 

7KH $136 

1�4.  7KH $136 GHDOV ZLWK WKH LPSDFW RI WKH VFKHPH RQ VXUIDFH DFFHVV LQ SDUDJUDSKV 5.5-
5.22. 7KHVH SDUDJUDSKV DV GHVLJQDWHG ZHUH QRW PDWHULDOO\ GLIIHUHQW IURP WKH SXEOLVKHG 
FRQVXOWDWLRQ GUDIWV. 

1�5.  7KLV SDUW RI WKH $136 UHFRJQLVHV WKDW WKH H[LVWLQJ WUDQVSRUW URXWHV DUH DOUHDG\ 
EXUGHQHG, DQG WKDW� 

³:LWKRXW HIIHFWLYH PLWLJDWLRQ, H[SDQVLRQ LV OLNHO\ WR LQFUHDVH 
FRQJHVWLRQ RQ H[LVWLQJ URXWHV DQG KDYH HQYLURQPHQWDO LPSDFWV 
VXFK DV LQFUHDVHG QRLVH DQG HPLVVLRQV´ (SDUDJUDSK 5.6). 

1�6.  ,WV RYHUDOO REMHFWLYH LV VWDWHG DW SDUDJUDSK 5.5� 

³7KH *RYHUQPHQW« ZLVKHV WR VHH WKH QXPEHU RI MRXUQH\V PDGH 
WR DLUSRUWV E\ VXVWDLQDEOH PRGHV RI WUDQVSRUW PD[LPLVHG DV PXFK 
DV SRVVLEOH. 7KLV VKRXOG EH GHOLYHUHG LQ D ZD\ WKDW PLQLPLVHV 
FRQJHVWLRQ DQG HQYLURQPHQWDO LPSDFWV, IRU H[DPSOH RQ DLU 
TXDOLW\.´ 

,W DOVR H[SUHVVHV VXSSRUW IRU &URVVUDLO, WKH :5/ DQG WKH 65$ (SDUDJUDSK 5.7). 

1�7.  7KH UHTXLUHPHQWV LPSRVHG RQ D '&2 DSSOLFDQW DUH VHW RXW LQ SDUDJUDSKV 5.�-5.22.  
7KHVH LQFOXGH WKH IROORZLQJ. 

L)  $ UHTXLUHPHQW IRU WKH DSSOLFDQW, LQ FRQMXQFWLRQ ZLWK WKH $LUSRUW 7UDQVSRUW )RUXP, 
WR SUHSDUH DQ $LUSRUW 6XUIDFH $FFHVV 6WUDWHJ\ LQ DFFRUGDQFH ZLWK WKH JXLGDQFH 
LQ SDUDJUDSKV %.13-14 RI $QQH[ % WR WKH $3) (ZKLFK LQGLFDWHV WKDW LW VKRXOG 
LQFOXGH DPRQJVW RWKHU WKLQJV (D) WDUJHWV IRU LQFUHDVLQJ WKH SURSRUWLRQ RI MRXUQH\V 
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PDGH WR WKH DLUSRUW E\ SXEOLF WUDQVSRUW E\ SDVVHQJHUV DQG HPSOR\HHV, (E) 
FRQVLGHUDWLRQ RI KRZ ORZ FDUERQ DOWHUQDWLYHV FRXOG EH HPSOR\HG, DQG (F) VKRUW-
WHUP DFWLRQV DQG ORQJHU-WHUP SURSRVDOV DQG SROLF\ PHDVXUHV WR GHOLYHU RQ WDUJHWV 
IRU SURSRVHG LQIUDVWUXFWXUH GHYHORSPHQWV DQG LPSURYHG SURYLVLRQ RI SXEOLF 
WUDQVSRUW) (SDUDJUDSK 5.�). 7KH UHOHYDQW $LUSRUW 7UDQVSRUW )RUXP LQFOXGHV 
UHSUHVHQWDWLYHV RI WKH ORFDO WUDQVSRUW DXWKRULW\, L.H. 7I/. 

LL)  7KH DSSOLFDQW LV UHTXLUHG WR FRQVXOW ZLWK (DPRQJVW RWKHUV) KLJKZD\ DQG WUDQVSRUW 
DXWKRULWLHV RQ WKH DVVHVVPHQW RI WKH SURSRVDO RQ VXUIDFH DFFHVV QHWZRUN FDSDFLW\ 
DQG SURSRVHG PLWLJDWLRQ PHDVXUHV� DQG WKH WDUJHW FRPSOHWLRQ GDWHV RI DQ\ 
VFKHPHV LQFOXGHG LQ H[LVWLQJ WUDQVSRUW LQYHVWPHQW SODQV (SDUDJUDSKV 5.10-5.11).  
7KHUH LV D UHTXLUHPHQW IRU WKH DSSOLFDQW WR GHPRQVWUDWH WKDW WKH UHOHYDQW 
DXWKRULWLHV (LQFOXGLQJ, LQ WKLV FDVH, 7I/) ³DUH FRQWHQW ZLWK WKH GHOLYHUDELOLW\ RI 
DQ\ QHZ WUDQVSRUW VFKHPHV«´ (SDUDJUDSK 5.12). 

LLL)  7KH PLWLJDWLRQ UHTXLUHPHQWV DUH HVVHQWLDOO\ RXWFRPH-OHG.  7KH\ SURYLGH� 

³5.15 ,Q LWV DSSOLFDWLRQ, WKH DSSOLFDQW VKRXOG VHW RXW WKH 
PLWLJDWLRQ PHDVXUHV WKDW LW FRQVLGHUV DUH UHTXLUHG WR 
PLQLPLVH DQG PLWLJDWH WKH HIIHFW RI H[SDQVLRQ RQ H[LVWLQJ 
VXUIDFH DFFHVV DUUDQJHPHQWV. 

5.16 7KH DSSOLFDQW VKRXOG GHPRQVWUDWH LQ LWV DVVHVVPHQW 
WKDW WKH SURSRVHG VXUIDFH DFFHVV VWUDWHJ\ ZLOO VXSSRUW WKH 
DGGLWLRQDO WUDQVSRUW GHPDQGV JHQHUDWHG E\ DLUSRUW 
H[SDQVLRQ. 7KLV VKRXOG EH DSSURSULDWHO\ VHFXUHG. 

5.17 $Q\ DSSOLFDWLRQ IRU GHYHORSPHQW FRQVHQW DQG 
DFFRPSDQ\LQJ DLUSRUW VXUIDFH DFFHVV VWUDWHJ\ PXVW LQFOXGH 
GHWDLOV RI KRZ WKH DSSOLFDQW ZLOO LQFUHDVH WKH SURSRUWLRQ RI 
MRXUQH\V PDGH WR WKH DLUSRUW E\ SXEOLF WUDQVSRUW, F\FOLQJ 
DQG ZDONLQJ WR DFKLHYH D SXEOLF WUDQVSRUW PRGH VKDUH RI DW 
OHDVW 50% E\ 2030, DQG DW OHDVW 55% E\ 2040 IRU 
SDVVHQJHUV. 7KH DSSOLFDQW VKRXOG DOVR LQFOXGH GHWDLOV RI 
KRZ, IURP D 2013 EDVHOLQH OHYHO, LW ZLOO DFKLHYH D 25% 
UHGXFWLRQ RI DOO VWDII FDU WULSV E\ 2030, DQG D UHGXFWLRQ RI 
50% E\ 2040.´ 

LY)  7KH DSSOLFDQW LV UHTXLUHG WR FRPPLW WR DQQXDO SXEOLF UHSRUWLQJ DJDLQVW WKH 
VSHFLILHG RXWFRPH WDUJHWV. 

1�8. 0LWLJDWLRQ LV VSHFLILFDOO\ GHDOW ZLWK LQ SDUDJUDSKV 5.21-5.22� 

³5.21 7KH DSSOLFDQW¶V SURSRVDOV ZLOO JLYH ULVH WR LPSDFWV RQ WKH 
H[LVWLQJ DQG VXUURXQGLQJ WUDQVSRUW LQIUDVWUXFWXUH. 7KH 6HFUHWDU\ 
RI 6WDWH ZLOO FRQVLGHU ZKHWKHU WKH DSSOLFDQW KDV WDNHQ DOO 
UHDVRQDEOH VWHSV WR PLWLJDWH WKHVH LPSDFWV GXULQJ ERWK WKH 
GHYHORSPHQW DQG FRQVWUXFWLRQ SKDVH DQG WKH RSHUDWLRQDO SKDVH. 
:KHUH WKH SURSRVHG PLWLJDWLRQ PHDVXUHV DUH LQVXIILFLHQW WR 
HIIHFWLYHO\ RIIVHW RU UHGXFH WKH LPSDFW RQ WKH WUDQVSRUW QHWZRUN, 
DULVLQJ IURP H[SDQVLRQ, RI DGGLWLRQDO SDVVHQJHUV, IUHLJKW 
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RSHUDWRUV DQG DLUSRUW ZRUNHUV, WKH 6HFUHWDU\ RI 6WDWH ZLOO LPSRVH 
UHTXLUHPHQWV RQ WKH DSSOLFDQW WR DFFHSW UHTXLUHPHQWV DQG/RU 
REOLJDWLRQV WR IXQG LQIUDVWUXFWXUH RU LPSOHPHQW RWKHU PHDVXUHV 
WR PLWLJDWH WKH DGYHUVH LPSDFWV, LQFOXGLQJ DLU TXDOLW\. 

5.22 3URYLGHG WKH DSSOLFDQW LV ZLOOLQJ WR FRPPLW WR WUDQVSRUW 
SODQQLQJ REOLJDWLRQV WR VDWLVIDFWRULO\ PLWLJDWH WUDQVSRUW LPSDFWV 
LGHQWLILHG LQ WKH WUDQVSRUW DVVHVVPHQW (LQFOXGLQJ HQYLURQPHQW 
DQG VRFLDO LPSDFWV), ZLWK FRVWV EHLQJ FRQVLGHUHG LQ DFFRUGDQFH 
ZLWK WKH >'I7@¶V SROLF\ RQ WKH IXQGLQJ RI VXUIDFH DFFHVV 
VFKHPHV, GHYHORSPHQW FRQVHQW VKRXOG QRW EH ZLWKKHOG RQ 
VXUIDFH DFFHVV JURXQGV.´ 

1��.  ,Q DGGLWLRQ WR DQ\ UHTXLUHPHQWV LPSRVHG RQ D '&2 DSSOLFDQW E\ WKH $136, +$/ KDV 
SOHGJHG WR HQVXUH WKDW, LI LW LV JLYHQ FRQVHQW WR SURFHHG ZLWK WKH 1:5 6FKHPH, 
³ODQGVLGH DLUSRUW-UHODWHG WUDIILF´ ZLOO EH QR KLJKHU WKDQ LW LV WRGD\. 

7KH *URXQGV 

200.  7KH +LOOLQJGRQ &ODLPDQWV FRQWHQG WKDW WKH 6HFUHWDU\ RI 6WDWH¶V DSSURDFK WR WKH LPSDFW 
RI WKH 1:5 6FKHPH RQ VXUIDFH WUDQVSRUW VXIIHUV IURP WZR VHULRXV IODZV, QDPHO\� 

L)  *URXQG 1� 7KH 6HFUHWDU\ RI 6WDWH HUUHG LQ UHDFKLQJ FRQFOXVLRQV LQ UHODWLRQ WR 
VXUIDFH DFFHVV ZLWKRXW SURSHUO\ DQDO\VLQJ DQG WDNLQJ LQWR DFFRXQW QHZ 
LQIRUPDWLRQ DQG PRGHOOLQJ SURYLGHG WR KLP E\ 7I//WKH 0D\RU DV SDUW RI WKH 
FRQVXOWDWLRQ SURFHVV DIWHU WKH $& )LQDO 5HSRUW DQG EHIRUH GHVLJQDWLRQ.  ,W LV WULWH 
ODZ WKDW WKH SURGXFW RI FRQVXOWDWLRQ PXVW EH FRQVFLHQWLRXVO\ WDNHQ LQWR DFFRXQW 
EHIRUH D GHFLVLRQ LV UHDFKHG� EXW, LQ WKLV FDVH, LW LV VXEPLWWHG WKDW LW ZDV DOVR 
LUUDWLRQDO QRW WR WDNH WKLV LQIRUPDWLRQ DQG PRGHOOLQJ LQWR DFFRXQW. 

LL)  *URXQG 2� 7KH 6HFUHWDU\ RI 6WDWH HUUHG LQ ODZ LQ DGRSWLQJ PRGH VKDUH WDUJHWV LQ 
WKH $136 WKDW 7I/ KDG VKRZQ ZHUH QRW UHDOLVWLFDOO\ FDSDEOH RI EHLQJ GHOLYHUHG� 
DQG, HYHQ LI GHOLYHUHG, ZRXOG IDLO WR PLWLJDWH WKH LPSDFW RI WKH VFKHPH ZKLFK 
ZRXOG UHVXOW LQ 40,000 DGGLWLRQDO YHKLFOH WULSV HYHU\ GD\.    

*URXQG 1 

201.  ,W LV VXEPLWWHG WKDW WKH 6HFUHWDU\ RI 6WDWH UHOLHG RQ WKH -DFREV 6XUIDFH $FFHVV 
$VVHVVPHQW (VHH SDUDJUDSK 57(LY) DERYH) ZLWKRXW HQJDJLQJ ZLWK DQG HYDOXDWLQJ WKH 
VXEVWDQFH RI WKH VXEPLVVLRQV PDGH E\ WKH 0D\RU DQG 7I/ FRQWDLQLQJ QHZ LQIRUPDWLRQ 
DQG DQDO\VLV UHOHYDQW WR WKH VXUIDFH DFFHVV LPSDFW RI WKH 1:5 6FKHPH, QRWDEO\ WKH 
6'* 5HSRUW DQG WKH 7I/ 1RYHPEHU 2017 DQG -DQXDU\ 2018 7HFKQLFDO 1RWHV.   

202.  7KH NH\ SRLQWV LQ WKRVH UHSUHVHQWDWLRQV XSRQ ZKLFK WKH +LOOLQJGRQ &ODLPDQWV UHO\ DUH 
VHW RXW LQ :LOOLDPV 2, SDUDJUDSK 11, DV IROORZV� 

L)  8SGDWHG SDVVHQJHU GHPDQG IRUHFDVWV� ,Q WKH 8. $YLDWLRQ )RUHFDVWV 2017 
(³'I717´) SXEOLVKHG E\ WKH 'I7 RQ 24 2FWREHU 2017 (L.H. DIWHU WKH $&¶V )LQDO 
5HSRUW), SDVVHQJHU GHPDQG IRUHFDVWV IRU 2030 ZHUH UHYLVHG XSZDUGV IURP 125 
PLOOLRQ SDVVHQJHUV SHU DQQXP (PSSD) WR 132 PSSD, ZKLFK UHTXLUHG WKH VXUIDFH 
DFFHVV LPSDFW DQDO\VLV WR EH XSGDWHG. 7I/¶V -DQXDU\ 2018 7HFKQLFDO 1RWH 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

VSHFLILFDOO\ UHIHUUHG WR WKLV LQFUHDVH, DQG UHSRUWHG WKDW, RQ LWV PRGHOOLQJ, WKLV 
ZRXOG UHVXOW LQ D GDLO\ WULS GHPDQG LQ 2030 RI 370,000 FRPSDUHG ZLWK 277,000 
RQ WKH EDVLV RI QR H[SDQVLRQ. 

LL)  8SGDWHG SRSXODWLRQ DQG HPSOR\PHQW IRUHFDVWV� 0U :LOOLDPV DOVR UHIHUUHG WR WKH 
XSGDWLQJ RI SRSXODWLRQ DQG HPSOR\PHQW IRUHFDVWV DYDLODEOH IURP 2016 ZKLFK 
VKRZ D KLJKHU JURZWK SURMHFWLRQ WR 2030 IRU /RQGRQ DQG WKH 6RXWK (DVW. 

LLL)  )UHLJKW LPSDFW DVVHVVPHQW� 7KH $&¶V IUHLJKW LPSDFW DQDO\VLV FRQVLGHUHG RQO\ WKH 
GDLO\ SHULRG 7DP-7SP. 7I/ SURGXFHG D IUHLJKW LPSDFW DQDO\VLV IRU WKH IXOO 24-
KRXU SHULRG, ZKLFK IRUHFDVW 36,500 GDLO\ IUHLJKW MRXUQH\V E\ 2030, QHDUO\ GRXEOH 
WKH OHYHO DV DW 2015. 

LY)  &DWDO\WLF GHPDQG LPSDFW� 7KH $& GLG QRW DVVHVV WKH LPSDFW RI FDWDO\WLF GHPDQG.  
7I/¶V PRGHOOLQJ GLG LQFOXGH WKRVH LPSDFWV. ,WV DQDO\VLV FRQFOXGHG WKDW VXFK 
GHPDQG ZRXOG UHVXOW LQ PRUH WKDQ 5,000 H[WUD KLJKZD\ WULSV LQ WKH PRUQLQJ UXVK 
KRXU. 

Y)  ,QIUDVWUXFWXUH DVVXPSWLRQ� 7KH $& DVVHVVPHQW ZDV EDVHG RQ WKH DVVXPSWLRQ WKDW 
WKH :5/, WKH 65$ DQG &URVVUDLO 2 ZRXOG EH GHOLYHUHG E\ 2030. 7I/¶V 0D\ 2017 
FRQVXOWDWLRQ UHVSRQVH VXJJHVWHG WKDW WKDW DVVXPSWLRQ ZDV RSWLPLVWLF, ZLWK WKH 
HVWLPDWHG FRVW RI WKH :5/ ULVLQJ TXLFNO\ DQG WKH 65$ EHLQJ RQO\ LQ WKH HDUO\ 
VWDJHV RI GHYHORSPHQW. 

203.  :H GR QRW DFFHSW WKDW WKH 6HFUHWDU\ RI 6WDWH HUUHG LQ KLV DSSURDFK WR DQ\ RI WKHVH 
PDWWHUV. %HIRUH ZH GHDO ZLWK WKH VSHFLILF PDWWHUV UHOLHG RQ, WKHUH DUH WZR SUHOLPLQDU\ 
SRLQWV. 

204.  )LUVW, 0U -DIIH\ UHOLHG XSRQ +LOOLQJGRQ (2010) (VHH SDUDJUDSK 157 DERYH), ZKLFK 
FRQFHUQHG D FKDOOHQJH WR WKH VWDWHPHQW E\ WKH 6HFUHWDU\ RI 6WDWH LQ WKH +RXVH RI 
&RPPRQV JLYLQJ SROLF\ VXSSRUW IRU D WKLUG UXQZD\ DW +HDWKURZ LI FHUWDLQ FRQGLWLRQV 
IRU VXSSRUWLQJ VXFK D SURMHFW FRXOG EH PHW. 7KH WKLUG FRQGLWLRQ ZDV ³WKH SURYLVLRQ RI 
DGHTXDWH SXEOLF WUDQVSRUW´. 7KH IXQGDPHQWDO TXHVWLRQ UDLVHG LQ WKH FODLP ZDV WKH VWDWXV 
DQG HIIHFW RI WKDW VWDWHPHQW, WKH FRXUW GHFLGLQJ WKDW LW ZDV QR PRUH  WKDQ D SROLF\  
VWDWHPHQW ZLWKRXW DQ\ GLUHFW VXEVWDQWLYH HIIHFW DW WKDW VWDJH. +RZHYHU, LQ UHVSHFW RI WKH 
WKLUG FRQGLWLRQ, &DUQZDWK /- FRQFOXGHG WKDW LW ZDV LPSRVVLEOH WR GHWHUPLQH SUHFLVHO\ 
ZKDW WKH 6HFUHWDU\ RI 6WDWH XQGHUVWRRG WR EH LWV VFRSH� DQG LW IDLOHG WR PDNH FOHDU ZKDW 
KH KDG PDGH RI GHWDLOHG SRLQWV UDLVHG E\  7I/.  +H KDG VLPSO\ UHIHUUHG WR LQFUHDVHG 
FDSDFLW\ DV D UHVXOW RI &URVVUDLO DQG LPSURYHPHQWV WR WKH 3LFFDGLOO\ /LQH ZLWKRXW 
GHDOLQJ ZLWK 7I/¶V SRLQW WKDW, IRU H[DPSOH, WKH LQFUHDVHG FDSDFLW\ RI WKH 3LFFDGLOO\ /LQH 
ZRXOG KDYH EHHQ H[FHHGHG E\ SUHGLFWHG JURZWK LQ GHPDQG HYHQ LQ WKH DEVHQFH RI D 
WKLUG UXQZD\. 

205.  0U -DIIH\ VXEPLWWHG WKDW WKHUH KDG EHHQ D VLPLODU IDLOXUH WR JUDSSOH ZLWK WKH SXEOLF 
WUDQVSRUW SRLQWV UDLVHG E\ 7I/ LQ WKH $136.  +RZHYHU, WKLQJV KDYH PRYHG RQ VLQFH WKH 
200� SROLF\ VWDWHPHQW. 7KH $136 SURFHHGV RQ WKH EDVLV WKDW WKH :5/ DQG 65$ (RU 
HTXLYDOHQWV) ZLOO EH UHTXLUHG HYHQ ZLWKRXW H[SDQVLRQ DW +HDWKURZ. :LWK PLWLJDWLRQ, 
WKH &ODLPDQWV¶ RZQ HYLGHQFH LV WR WKH HIIHFW WKDW WKH VXUIDFH DFFHVV UHTXLUHPHQWV IRU 
2030 DV VHW RXW LQ WKH 136 FDQ EH DFKLHYHG.  ,Q DQ\ HYHQW, &DUQZDWK /- DFNQRZOHGJHG 
(DW >�2@) WKDW WKH FKDOOHQJHG SROLF\ VWDWHPHQW LQ 200� KDG LPSOLFLWO\ UHFRJQLVHG WKDW WKH 
VXUIDFH DFFHVV LVVXH FRXOG RQO\ EH UHVROYHG DW D ODWHU VWDJH ³LQ WKH FRQWH[W RI D GHWDLOHG 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

VWUDWHJ\ SUHSDUHG E\ WKH RSHUDWRU DV SDUW RI WKH SODQQLQJ SURSRVDO, LQFOXGLQJ D 
FRPPLWPHQW WR H[SHQGLWXUH«´, L.H. DW WKH '&2 VWDJH. :H GR QRW FRQVLGHU WKDW 
+LOOLQJGRQ (2010) DVVLVWV 0U -DIIH\¶V FDXVH RQ WKH VXUIDFH DFFHVV LVVXHV QRZ EHIRUH XV. 

206.  6HFRQG, WKH &ODLPDQWV UHO\ XSRQ 7I/¶V DQDO\VLV� EXW WKH 6HFUHWDU\ RI 6WDWH GRHV QRW 
DFFHSW WKH SDUDPHWHUV IRU WKDW DQDO\VLV, IRU H[DPSOH (L) 7I/ FRPSDUHG GHPDQG WRGD\ 
ZLWK GHPDQG DW DQ H[SDQGHG DLUSRUW LQ 2030, ZKLFK IDLOHG WR UHIOHFW WKH IDFW WKDW, HYHQ 
IRU D WZR UXQZD\ DLUSRUW, WKH VLWXDWLRQ ZRXOG GHYHORS EHWZHHQ QRZ DQG WKHQ� (LL) 7I/ 
GLG QRW WDNH LQWR DFFRXQW WKH SURSRVDO WKDW &URVVUDLO WUDLQV EH LQFUHDVHG IURP IRXU WR VL[ 
WUDLQV SHU KRXU� DQG (LLL) 7I/¶V DQDO\VLV XVHG D ORZHU SHUFHQWDJH RI WUDQVIHU SDVVHQJHUV 
ZKLFK WKH 6HFUHWDU\ RI 6WDWH GLG QRW DFFHSW (-RQHV 1, SDUDJUDSKV 222-227). ,Q UHVSHFW 
RI WKH SDUWLFXODU VXE-JURXQGV, QRQH RI WKHVH VSHFLILF PDWWHUV LV GHWHUPLQDWLYH� EXW WKH\ 
HPSKDVLVH WKH GHJUHH RI HYDOXDWLYH DVVHVVPHQW WKDW LV LQYROYHG LQ VXFK PRGHOOLQJ WR 
ZKLFK DQ ³HQKDQFHG PDUJLQ RI DSSUHFLDWLRQ´ VKRXOG EH DFFRUGHG (VHH 0RWW, DQG 
SDUDJUDSKV 176-17� DERYH). 

207.  :H QRZ WXUQ WR WKH VXE-JURXQGV XSRQ ZKLFK WKH +LOOLQJGRQ &ODLPDQWV UHO\.     

L)  8SGDWHG SDVVHQJHU GHPDQG IRUHFDVWV� 7KH 'I717 XSGDWHG GHPDQG IRUHFDVWV 
ZHUH GHDOW ZLWK E\ WKH 6HFUHWDU\ RI 6WDWH LQ WKH 8SGDWHG $SSUDLVDO 5HSRUW (VHH 
SDUDJUDSK 72 DERYH). 7KLV LGHQWLILHG WKH FKDQJH VLQFH WKH -DFREV/$& DQDO\VLV, 
QDPHO\ WKDW, GXH WR SHQW XS GHPDQG IRU +HDWKURZ, HYHQ XQGHU WKH 1:5 6FKHPH, 
DVVXPLQJ QR SKDVLQJ RI FDSDFLW\ DQG QR EDUULHUV WR DLUOLQHV PDNLQJ XVH RI WKLV 
FDSDFLW\ DV VRRQ DV LW EHFRPHV DYDLODEOH, +HDWKURZ LV QRZ DVVXPHG WR EH 
FDSDFLW\-IXOO E\ 2028 UDWKHU WKDQ 2035 LQ WKH $& DVVHVVPHQW ± DOWKRXJK E\ DQG 
IURP 2035 WKH PHW GHPDQG LV HVWLPDWHG WR EH EURDGO\ VLPLODU WR WKDW UHOLHG RQ LQ 
WKH $& DVVHVVPHQW (SDUDJUDSKV 2.1�-2.20). ,Q RWKHU ZRUGV, WKHUH LV QRZ D KLJKHU 
UDWH RI JURZWK LQ GHPDQG WKDQ WKH $& KDG IRUHFDVW� LW LV H[SHFWHG WKDW D WKUHH-
UXQZD\ +HDWKURZ ZLOO ³ILOO XS´ PRUH TXLFNO\ WKDQ ZDV DVVXPHG LQ WKH $&  
DVVHVVPHQW.  +RZHYHU, DV 0U -RQHV SRLQWV RXW (-RQHV 2, SDUDJUDSK 12), WKDW GRHV 
QRW IXQGDPHQWDOO\ FKDQJH WKH QDWXUH RI WKH VXUIDFH DFFHVV FKDOOHQJH DW +HDWKURZ, 
ZKLFK LV FRQFHUQHG ZLWK HQVXULQJ WKH VXUIDFH DFFHVV REMHFWLYHV DUH PHW ZKHQ WKH 
H[SDQGHG +HDWKURZ LV DW IXOO FDSDFLW\. 0U 0DXULFL DFFHSWHG WKDW WKH 6HFUHWDU\ 
RI 6WDWH GLG QRW XSGDWH WKH VXUIDFH DFFHVV DQDO\VLV WR UHIOHFW WKH XSGDWHG SDVVHQJHU 
GHPDQG IRUHFDVW� EXW VXEPLWWHG WKDW WKDW GLG QRW FKDQJH WKH JURZWK LQ SDVVHQJHU 
QXPEHUV, EXW RQO\ WKH SHULRG RYHU ZKLFK IXOO FDSDFLW\ ZRXOG EH UHDFKHG. ,I 
XQFRQVWUDLQHG GHPDQG JURZV DW D GLIIHUHQW UDWH IURP WKDW DVVXPHG, WKHQ WKDW FDQ 
EH PDQDJHG E\ UHTXLULQJ PLWLJDWLRQ PHDVXUHV WR EH WDNHQ VRRQHU DQG/RU SKDVLQJ 
DGGLWLRQDO FDSDFLW\ E\ (H.J.) FRQVWUDLQLQJ $70V. 7KDW ZDV 0U -RQHV¶ YLHZ (-RQHV 
1, SDUDJUDSK 38). 

,Q RXU YLHZ, WKH 6HFUHWDU\ RI 6WDWH GLG QRW HUU LQ GHDOLQJ ZLWK WKH FKDQJH LQ  
SDVVHQJHU GHPDQG IRUHFDVWV DV KH GLG. 

LL)  8SGDWHG SRSXODWLRQ DQG HPSOR\PHQW IRUHFDVWV� $V ZH XQGHUVWDQG LW, 0U :LOOLDPV 
DFFHSWHG (:LOOLDPV 2, SDUDJUDSK 27) ± DQG, E\ WKH KHDULQJ, WKH &ODLPDQWV 
DFFHSWHG ± WKDW VXEVHTXHQW FKDQJHV LQ SRSXODWLRQ IRUHFDVWV DUH LPPDWHULDO WR WKH 
$&¶V VXUIDFH DFFHVV DQDO\VLV DQG FRQFOXVLRQV. ,Q DQ\ HYHQW, ZH GR QRW VHH KRZ 
VXFK FKDQJHV FRXOG PDNH DQ\ PDWHULDO GLIIHUHQFH, WKH SRLQWV UDLVHG LQ (L) DERYH 
DSSO\LQJ WR WKHVH FKDQJHV LQ IRUHFDVWV WRR. 
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LLL)  )UHLJKW LPSDFW DVVHVVPHQW� 7KH $&¶V IUHLJKW LPSDFW DQDO\VLV FRQVLGHUHG RQO\ WKH 
GDLO\ SHULRG 7DP-7SP� EXW, LQ RXU YLHZ, DOWKRXJK RI FRXUVH IUHLJKW WUDQVSRUW 
RSHUDWHV 24 KRXUV D GD\, WKHUH FDQ EH QR FULWLFLVP RI WKH 6HFUHWDU\ RI 6WDWH IRU QRW 
FRQVLGHULQJ WKH LPSDFW DW QLJKW. ,Q WHUPV RI VXUIDFH DFFHVV LPSDFWV, KH ZDV 
HQWLWOHG WR IRFXV XSRQ WKH SRWHQWLDOO\ EXVLHVW WLPHV DQG LJQRUH WKH WLPHV DW QLJKW 
ZKHQ WKHUH LV QR FRQJHVWLRQ RU URDG FDSDFLW\ LVVXH. 0U 0DXULFL VXEPLWWHG WKDW 
KH ZDV QRW UHTXLUHG WR GR PRUH.  :H DJUHH. 

LY)  &DWDO\WLF GHPDQG LPSDFW� 7KH $& WRRN WKH YLHZ WKDW FDWDO\WLF RU LQGXFHG GHPDQG 
ZRXOG EH ZLGHO\ GLVSHUVHG, RQH WKLUG EHLQJ RXWVLGH /RQGRQ DQG WKH 6RXWK (DVW 
DOWRJHWKHU. ,W FRQFOXGHG WKDW VXFK GLVSHUVDO ZRXOG PHDQ WKDW LW ZRXOG EH 
LPSRVVLEOH WR DVVHVV LWV LPSDFW RQ WKH WUDQVSRUW V\VWHP DW D JUDQXODU OHYHO, EXW WKDW 
WKH LPSDFW ZRXOG EH VPDOO DW DQ\ JLYHQ SRLQW (VHH *UDKDP 1, SDUDJUDSK 218).  
6'* PDGH DVVXPSWLRQV DV WR MREV FUHDWHG IURP +$/¶V VXEPLVVLRQ WR WKH $&� 
WKHQ XVHG +$/¶V IRUHFDVW RI HPSOR\PHQW-UHODWHG WULSV WR LGHQWLI\ DGGLWLRQDO MREV 
FUHDWHG E\ H[SDQVLRQ� DQG WKHQ FRQYHUWHG QHZ ³QRQ-H[SDQVLRQ´ MREV LQWR 
DGGLWLRQDO WULSV WKURXJKRXW /RQGRQ (DQG QRW MXVW LQ +LOOLQJGRQ DQG WKH DGMDFHQW 
ERURXJKV) (VHH SDUDJUDSK 3.14 RI WKH 6'* 5HSRUW).   

:H GR QRW FRQVLGHU WKDW, HYHQ LQ WKH IDFH RI 7I/¶V IXUWKHU PRGHOOLQJ, WKH 6HFUHWDU\ 
RI 6WDWH DFWHG LUUDWLRQDOO\, RU RWKHUZLVH XQODZIXOO\, LQ PDNLQJ WKH MXGJPHQW (LQ 
DJUHHPHQW ZLWK WKH $&) WKDW WKH HIIHFWV RI FDWDO\WLF GHPDQG ZHUH WRR XQFHUWDLQ WR 
GUDZ D FRQFOXVLRQ WKDW WKHUH ZRXOG EH DQ\ DGYHUVH HIIHFW DW D SDUWLFXODU SRLQW. 

Y)  ,QIUDVWUXFWXUH DVVXPSWLRQ� ,Q UHVSHFW RI WKH FRPSODLQW WKDW WKH $& DVVHVVPHQW 
ZDV EDVHG RQ WKH DVVXPSWLRQ WKDW XQSODQQHG DQG/RU XQIXQGHG SURMHFWV VXFK DV WKH 
:5/, WKH 65$ DQG &URVVUDLO 2 ZRXOG EH GHOLYHUHG E\ 2030, WKH $& UHFHLYHG 
UHVSRQVHV WR LWV FRQVXOWDWLRQ RQ WKLV SRLQW DQG LW UHVSRQGHG LQ SDUDJUDSKV 2.6.3-
2.6.5 RI LWV &RQVLGHUDWLRQ RI &RQVXOWDWLRQ 5HVSRQVHV WR WKH HIIHFW WKDW WKHVH 
VFKHPHV (RU HTXLYDOHQW RWKHU VFKHPHV) ZRXOG EH UHTXLUHG LQ DQ\ HYHQW WR UHVSRQG 
WR WKH EDFNJURXQG JURZWK ZLWK RU ZLWKRXW H[SDQVLRQ, WKH WUDIILF DWWULEXWDEOH WR 
DQ\ DLUSRUW H[SDQVLRQ EHLQJ JHQHUDOO\ D PDUJLQDO DGGLWLRQ WR EDFNJURXQG GHPDQG 
(*UDKDP 1, SDUDJUDSKV 1�7 DQG 201). 

208.  7KH PDWHULDO EHIRUH WKH FRXUW VKRZV WKDW WKH 6HFUHWDU\ RI 6WDWH¶V WHDP GLG DGHTXDWHO\ 
KDYH UHJDUG WR WKH YDULRXV SRLQWV DGYDQFHG E\ 7I/. 7KH DVVHVVPHQWV DQG MXGJPHQWV 
UHDFKHG FDQQRW EH FULWLFLVHG DV LUUDWLRQDO, DSSO\LQJ WKH DSSURSULDWH VWDQGDUG RI UHYLHZ 
DQG EHDULQJ LQ PLQG 0RWW. $SSO\LQJ WKH SULQFLSOHV LQ :HVW %HUNVKLUH DQG 
%XFNLQJKDPVKLUH (VHH SDUDJUDSKV 131 DQG IROORZLQJ DERYH), WKH ³*RYHUQPHQW 
5HVSRQVH WR WKH &RQVXOWDWLRQV RQ WKH $136´ FDQQRW EH FULWLFLVHG IRU IDLOLQJ WR JR LQWR 
PRUH GHWDLO RQ WKHVH PDWWHUV. 1RU FDQ LW EH VDLG WKDW WKH 6HFUHWDU\ RI 6WDWH IDLOHG WR 
FRPSO\ ZLWK WKH IRXUWK *XQQLQJ SULQFLSOH. 

20�.  :H WKXV UHMHFW WKLV JURXQG. 

*URXQG 2 

210.  $V D VHFRQG JURXQG, LW LV VXEPLWWHG WKDW WKH 6HFUHWDU\ RI 6WDWH HUUHG LQ DGRSWLQJ PRGH 
VKDUH WDUJHWV LQ WKH $136 WKDW 7I/ KDG VKRZQ ZHUH QRW UHDOLVWLFDOO\ FDSDEOH RI EHLQJ 
GHOLYHUHG� DQG, HYHQ LI GHOLYHUHG, ZRXOG IDLO WR PLWLJDWH WKH LPSDFW RI WKH VFKHPH ZKLFK 
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ZRXOG UHVXOW LQ 40,000 DGGLWLRQDO YHKLFOH WULSV HYHU\ GD\. 7KH WKUXVW RI 0U -DIIH\¶V RUDO 
DUJXPHQW ZDV LQ UHVSHFW RI WKH VHFRQG OLPE RI WKDW VXEPLVVLRQ. 

211.  7KH PRGH VKDUH UHTXLUHPHQW LQ WKH $136 KDV WR EH VHHQ LQ FRQWH[W. 3DUDJUDSK 5.5 VHWV 
RXW WKH *RYHUQPHQW¶V REMHFWLYH WR VHH WKDW WKH QXPEHU RI MRXUQH\V PDGH WR DLUSRUWV E\ 
VXVWDLQDEOH PRGHV RI WUDQVSRUW LV PD[LPLVHG. ³6XVWDLQDEOH PRGHV RI WUDQVSRUW´ LQFOXGH 
F\FOLQJ, ZDONLQJ DQG RWKHU IRUPV RI WUDQVSRUW ZLWK QR HQYLURQPHQWDO DGYHUVH HIIHFWV� 
EXW LQ WKLV FRQWH[W LW LV SUHGRPLQDQWO\ SXEOLF WUDQVSRUW. )RU FRQYHQLHQFH, LQ WKLV SDUW RI 
WKH MXGJPHQW ZH VKDOO VLPSO\ UHIHU WR SXEOLF WUDQVSRUW. 

212.  7KH UHOHYDQW UHTXLUHPHQWV LQ WKH $136 DUH IRFXVHG RQ RXWFRPHV (L.H. LW VHWV RXW 
UHTXLUHPHQWV DV WR what KDV WR EH DFKLHYHG) UDWKHU WKDQ LQSXWV (L.H. how LW  KDV  WR EH 
DFKLHYHG). 7KLV, LQ SDUW, UHIOHFWV WKH IDFW WKDW WKH SURMHFW ZLOO EH SULYDWHO\ ILQDQFHG, DQG 
WKH $136 LQFOXGHV IOH[LELOLW\ ZLWK UHJDUG WR GHVLJQ (LQFOXGLQJ PLWLJDWLRQ PHDVXUHV), 
WKH EXUGHQ RI ZKLFK IDOOV RQ WKH GHYHORSHU. 

213.  ,W LV D UHTXLUHPHQW RI WKH $136 WKDW DQ DSSOLFDQW IRU D '&2 SUHSDUHV DQG VXEPLWV DQ 
$LUSRUW 6XUIDFH $FFHVV 6WUDWHJ\ (SDUDJUDSK 5.�)� DQG, LQ LWV DSSOLFDWLRQ, LW PXVW (L) VHW 
RXW WKH PLWLJDWLRQ PHDVXUHV WKDW LW FRQVLGHUV DUH UHTXLUHG WR PLQLPLVH DQG PLWLJDWH WKH 
HIIHFW RI H[SDQVLRQ RQ H[LVWLQJ VXUIDFH DFFHVV DUUDQJHPHQWV (SDUDJUDSK 5.15) DQG (LL) 
GHPRQVWUDWH WKDW WKH DGGLWLRQDO VXUIDFH DFFHVV WUDQVSRUW GHPDQGV JHQHUDWHG E\ DQ\ 
DLUSRUW H[SDQVLRQ ZLOO EH VXSSRUWHG (SDUDJUDSK 5.16). ,Q DGGLWLRQ WR WKHVH JHQHUDO 
UHTXLUHPHQWV, WKH DSSOLFDQW DOVR KDV WR VSHFLI\ KRZ KH ZLOO LQFUHDVH WKH UHOHYDQW 
SURSRUWLRQ RI MRXUQH\V WR DFKLHYH D SXEOLF WUDQVSRUW PRGH VKDUH RI DW OHDVW 50% E\ 2030, 
DQG DW OHDVW 55% E\ 2040 IRU SDVVHQJHUV� DQG D 25% UHGXFWLRQ RI DOO VWDII FDU WULSV E\ 
2030, DQG D UHGXFWLRQ RI 50% E\ 2040 (SDUDJUDSK 5.17). :KHUH WKH PHDVXUHV SURSRVHG 
E\ WKH DSSOLFDQW DUH LQVXIILFLHQWO\ HIIHFWLYH WR RIIVHW RU UHGXFH WKH LPSDFW RQ WKH 
WUDQVSRUW QHWZRUN DULVLQJ IURP H[SDQVLRQ, WKHQ WKH 6HFUHWDU\ RI 6WDWH ³ZLOO LPSRVH 
UHTXLUHPHQWV RQ WKH DSSOLFDQW WR DFFHSW UHTXLUHPHQWV DQG/RU REOLJDWLRQV WR IXQG 
LQIUDVWUXFWXUH RU LPSOHPHQW RWKHU PHDVXUHV WR PLWLJDWH WKH DGYHUVH LPSDFWV´ (SDUDJUDSK 
5.21). 

214.  ,Q RXU YLHZ, WKH ILUVW OLPE RI WKLV JURXQG ±WKH 6HFUHWDU\ RI 6WDWH HUUHG LQ DGRSWLQJ PRGH 
VKDUH WDUJHWV LQ WKH $136 WKDW 7I/ KDG VKRZQ ZHUH QRW UHDOLVWLFDOO\ FDSDEOH RI EHLQJ 
GHOLYHUHG ± IDLOV RQ WKH IDFWV. 7KH HYLGHQFH XSRQ ZKLFK WKH &ODLPDQWV SULPDULO\ UHO\ LV 
WKH 6'* 5HSRUW. +RZHYHU, 0U :LOOLDPV ± ULJKWO\ ± DFFHSWV WKDW 7I/ PRGHOOLQJ VKRZV 
WKDW D 50% SXEOLF WUDQVSRUW PRGH VKDUH could EH DFKLHYHG E\ 2030, E\ ZD\ RI D SDFNDJH 
RI PHDVXUHV LQFOXGLQJ WKH :5/ DQG 65$ (:LOOLDPV 1, SDUDJUDSK 10). ,QGHHG, WKH 6'* 
5HSRUW LWVHOI JLYHV D ILJXUH RI 50.1% (SDJH 14 DQG WDEOH (6.3). 7KH 6'* 5HSRUW JRHV 
RQ WR VD\ (SDJH 14)� 

L)  $ IXUWKHU VLJQLILFDQW PRGH VKDUH VKLIW WR 55% LV UHTXLUHG E\ 2040, DQG WKH RQO\ 
ZD\ E\ ZKLFK WKDW FRXOG EH PHW LV E\ KDYLQJ VRPH IRUP RI URDG FKDUJLQJ VFKHPH� 
EXW FKDUJLQJ VFKHPHV KDYH EHHQ FRQVLGHUHG DV D ZD\ IRUZDUG IRU VRPH WLPH, DQG 
+$/ LV FXUUHQWO\ ORRNLQJ DW WKHP. 7KHUH LV QR HYLGHQWLDO EDVLV IRU WKH SURSRVLWLRQ 
WKDW WKH UHTXLUHG PRGH VKDUHV DUH XQDFKLHYDEOH, UDWKHU WKDQ FKDOOHQJLQJ. $QG, DV 
0U 0DXULFL VXEPLWWHG, LI DQ DSSOLFDQW IRU D '&2 FDQQRW VDWLVI\ WKH 6HFUHWDU\ RI 
6WDWH WKDW WKH\ ZLOO EH DFKLHYHG, WKHQ XQGHU SDUDJUDSK 5.21 RI WKH $136 WKH 
6HFUHWDU\ RI 6WDWH ZLOO LPSRVH UHTXLUHPHQWV WR HQVXUH WKDW WKH\ DUH DFKLHYHG RU 
UHIXVH WKH DSSOLFDWLRQ. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

LL) $ PRGH VKDUH RI 50% E\ 2030 ZLOO QRW DFKLHYH +$/¶V SOHGJH RI ³QR H[WUD 
WUDIILF´. 7KDW PD\ EH VR� EXW WKDW LV DQ DVSLUDWLRQ RI +$/, QRW D UHTXLUHPHQW RI 
WKH $136. 

215. ,Q RXU YLHZ, WKH PRGH VKDUH UHTXLUHPHQWV LQ WKH $136 DUH QRW DUJXDEO\ LUUDWLRQDO, RU 
RWKHUZLVH XQODZIXO. 0U -DIIH\ ZDV ZLVH QRW DFWLYHO\ WR SUHVV WKDW VXEPLVVLRQ EHIRUH 
XV. 

216. 7KH VXEPLVVLRQ KH GLG DFWLYHO\ SXUVXH ZDV WKDW LW ZDV LUUDWLRQDO IRU WKH 6HFUHWDU\ RI 
6WDWH WR LPSRVH PRGH VKDUH WDUJHWV ZKLFK ZRXOG QRW LQ IDFW PLWLJDWH WKH VXUIDFH DFFHVV 
KDUP RI D WKLUG UXQZD\� D 50% SXEOLF WUDQVSRUW PRGH VKDUH LQ 2030, RU D 55% PRGH 
VKDUH LQ 2040, ZLWKRXW DQ\ FRPPLWPHQW WR DGGLWLRQDO SXEOLF WUDQVSRUW LQIUDVWUXFWXUH, 
ZRXOG VWLOO PHDQ VHYHUH DGYHUVH FRQVHTXHQFHV IRU WKH URDG DQG UDLO QHWZRUN.   

217. +RZHYHU, ZH GR QRW FRQVLGHU WKHUH LV DQ\ PRUH IRUFH LQ WKLV OLPE RI WKH VXEPLVVLRQ.  
3DUDJUDSK 5.17 RI WKH $136 UHTXLUHV D '&2 DSSOLFDQW WR VKRZ KRZ KH ZLOO LQFUHDVH 
WKH UHOHYDQW SURSRUWLRQ RI MRXUQH\V WR DFKLHYH ³D SXEOLF WUDQVSRUW PRGH VKDUH RI at least 
50% E\ 2030, DQG at least 55% E\ 2040 IRU SDVVHQJHUV´ (HPSKDVLV DGGHG). ,W LV RSHQ 
WR WKH 6HFUHWDU\ RI 6WDWH WR UHTXLUH D KLJKHU SHUFHQWDJH PRGH VKDUH DW WKH '&2 VWDJH, 
H.J. LI KH FRQVLGHUV LW QHFHVVDU\ WR VDWLVI\ WKH JHQHUDO UHTXLUHPHQWV RI SDUDJUDSKV 5.15-
5.16 DQG 5.21-5.22. 50% DQG 55% DUH PLQLPXP, QRW PD[LPXP, ILJXUHV.  7KH PRGH 
VKDUH UHTXLUHPHQWV LQ SDUDJUDSK 5.17, ZKHQ UHDG LQ FRQWH[W, DUH QRW DUJXDEO\ LUUDWLRQDO 
RU RWKHUZLVH XQODZIXO. 2QFH DJDLQ, WKH DSSURDFK WR VXFK DVVHVVPHQWV DGYRFDWHG LQ 
0RWW LV UHOHYDQW. 

&RQFOXVLRQ 

218.  )RU WKRVH UHDVRQV, WKH DQVZHU WR ,VVXH 3 LV ³1R´, WKH GHVLJQDWLRQ RI WKH $136 ZDV QRW 
XQODZIXO E\ UHDVRQ RI� 

L)  UHOLDQFH RQ RXWGDWHG DQG IODZHG VXUIDFH DFFHVV LPSDFW DQDO\VLV DQG/RU WKH IDLOXUH 
WR WDNH DQ\, RU DQ\ DGHTXDWH, DFFRXQW RI HYLGHQFH IURP WKH 0D\RU DQG 7I/ RU WR 
JLYH DQ\ H[SODQDWLRQ RI ZK\ WKDW HYLGHQFH ZDV GLVUHJDUGHG� DQG/RU 

LL)  WKH IDLOXUH WR WDNH DQ\, RU DQ\ DGHTXDWH, DFFRXQW RI HYLGHQFH IURP WKH 0D\RU DQG 
7I/ RQ WKH GHOLYHUDELOLW\ RI WKH PRGH VKDUH WDUJHWV DGRSWHG LQ WKH $136� DQG/RU 

LLL)  DGRSWLRQ RI PRGH VKDUH WDUJHWV WKDW DUH QRW UHDOLVWLFDOO\ FDSDEOH RI GHOLYHU\ DQG 
ZLOO QRW DGHTXDWHO\ PLWLJDWH WKH LPSDFW RI +HDWKURZ H[SDQVLRQ RQ WKH KLJKZD\ 
QHWZRUN. 

21�.  7KH +LOOLQJGRQ &ODLPDQWV¶ VXUIDFH DFFHVV JURXQGV (*URXQGV 1 DQG 2) WKXV IDLO.   

$LU�4XDOLW\�

7KH /DZ 

220.  :H KDYH DOUHDG\ UHIHUUHG WR WKH $LU 4XDOLW\ 'LUHFWLYH (RU, LQ WKLV SDUW RI WKH MXGJPHQW, 
MXVW ³WKH 'LUHFWLYH´) (VHH SDUDJUDSK 73 DERYH), ZKLFK LPSRVHV ELQGLQJ FRPPLWPHQWV 
RQ WKH 8QLWHG .LQJGRP DLPHG DW ³GHILQLQJ DQG HVWDEOLVKLQJ REMHFWLYHV IRU DPELHQW DLU 
TXDOLW\ WR DYRLG, SUHYHQW RU UHGXFH KDUPIXO HIIHFWV RQ KXPDQ KHDOWK DQG WKH 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

HQYLURQPHQW DV D ZKROH´ (DUWLFOH 1(1)) DQG ³PDLQWDLQLQJ DLU TXDOLW\ ZKHUH LW LV JRRG DQG 
LPSURYLQJ LW LQ RWKHU FDVHV´ (DUWLFOH 1(5)). 

221.  )RU WKLV SXUSRVH, IRU VSHFLILF SROOXWDQWV (LQFOXGLQJ QLWURJHQ GLR[LGH (122), SDUWLFXODWH 
PDWWHU VPDOOHU WKDQ 10ȝP LQ GLDPHWHU (3010) DQG SDUWLFXODWH PDWWHU VPDOOHU WKDQ 2.5ȝP 
LQ GLDPHWHU (302.5)), $QQH[ ;, RI WKH 'LUHFWLYH VHWV D ³OLPLW YDOXH´, L.H. ³D OHYHO IL[HG 
RQ WKH EDVLV RI VFLHQWLILF NQRZOHGJH, ZLWK WKH DLP RI DYRLGLQJ, SUHYHQWLQJ RU UHGXFLQJ 
KDUPIXO HIIHFWV RQ KXPDQ KHDOWK DQG/RU WKH HQYLURQPHQW DV D ZKROH, WR EH DWWDLQHG 
ZLWKLQ D JLYHQ SHULRG DQG QRW WR EH H[FHHGHG RQFH DWWDLQHG´ (DUWLFOH 2(5)).   

222.  $UWLFOH 4 RI WKH 'LUHFWLYH UHTXLUHV HDFK 0HPEHU 6WDWH WR HVWDEOLVK ]RQHV (L.H. SDUWV RI 
LWV WHUULWRU\ GHOLPLWHG IRU WKH SXUSRVHV RI DLU TXDOLW\ DVVHVVPHQW DQG PDQDJHPHQW� 
DUWLFOH 2(16)) DQG DJJORPHUDWLRQV (GHILQHG DV ]RQHV FRPSULVLQJ FRQXUEDWLRQV ZLWK D 
SRSXODWLRQ RI PRUH WKDQ 250,000� DUWLFOH 2(17)). 7KH 8. KDV EHHQ GLYLGHG LQWR 43 ]RQHV 
DQG DJJORPHUDWLRQV. *UHDWHU /RQGRQ LV DQ DJJORPHUDWLRQ.       

223.  &KDSWHU ,,, GHDOV ZLWK DPELHQW DLU TXDOLW\ PDQDJHPHQW.  $UWLFOH 12 SURYLGHV� 

³12. ,Q ]RQHV DQG DJJORPHUDWLRQV ZKHUH WKH OHYHOV RI VXOSKXU 
GLR[LGH, >122@, 3010, 302.5, OHDG, EHQ]HQH DQG FDUERQ 
PRQR[LGH LQ DPELHQW DLU DUH EHORZ WKH UHVSHFWLYH OLPLW YDOXHV 
VSHFLILHG LQ $QQH[HV ;, DQG ;,9, 0HPEHU 6WDWHV VKDOO PDLQWDLQ 
WKH OHYHOV RI WKRVH SROOXWDQWV EHORZ WKH OLPLW YDOXHV DQG VKDOO 
HQGHDYRXU WR SUHVHUYH WKH EHVW DPELHQW DLU TXDOLW\, FRPSDWLEOH 
ZLWK VXVWDLQDEOH GHYHORSPHQW.´ 

224.  8QGHU WKH KHDGLQJ, ³/LPLW YDOXHV DQG DOHUW WKUHVKROGV IRU WKH SURWHFWLRQ RI KXPDQ 
KHDOWK´, DUWLFOH 13(1) SURYLGHV (VR IDU DV UHOHYDQW WR WKHVH FODLPV)� 

³0HPEHU 6WDWHV DUH UHTXLUHG WR HQVXUH WKDW, WKURXJKRXW ]RQHV 
DQG DJJORPHUDWLRQV, OHYHOV RI VXOSKXU GLR[LGH, 3010, OHDG DQG 
FDUERQ PRQR[LGH LQ DPELHQW DLU GR QRW H[FHHG WKH OLPLW YDOXHV 
ODLG GRZQ LQ $QQH[ ,;. 

,Q UHVSHFW RI >122@ DQG EHQ]HQH, WKH OLPLW YDOXHV VSHFLILHG LQ 
$QQH[ ;, PD\ QRW EH H[FHHGHG IURP WKH GDWHV VSHFLILHG 
WKHUHLQ«´. 

$UWLFOH 16(2) SURYLGHV IRU D OLPLW YDOXH IRU 302.5. 7KHUH DUH QR OLPLW RU WDUJHW YDOXHV 
IRU XOWUDILQH SDUWLFOHV RI EHORZ 302.5 (³8)3V´), DOWKRXJK WKHVH RI FRXUVH IDOO ZLWKLQ WKH 
3010 DQG 302.5 FODVVHV RI SDUWLFOHV. 

225.  $UWLFOH 13 LV RXWFRPH-GULYHQ� LW LPSRVHV DQ ³REOLJDWLRQ WR DFKLHYH D FHUWDLQ UHVXOW´ 
(&DVH &-404/13 5 (&OLHQW(DUWK) Y 6HFUHWDU\ RI 6WDWH IRU WKH (QYLURQPHQW, )RRG DQG 
5XUDO $IIDLUV >2015@ 3765 �0� DW >30@). ([FHHGLQJ WKH OLPLW YDOXHV LV LQ LWVHOI VXIILFLHQW 
IRU D ILQGLQJ WR EH PDGH WKDW WKHUH KDV EHHQ DQ LQIULQJHPHQW RI DUWLFOH 13 (VHH, H.J., &DVH 
&-488/15 (XURSHDQ &RPPLVVLRQ Y %XOJDULD (2017) (&/,�(8�&�2017�267 DW >6�@). 

226.  $QQH[ ;, SURYLGHV IRU WZR PDQGDWRU\ OLPLW YDOXHV IRU 122, DVVHVVHG LQ DFFRUGDQFH 
ZLWK WKH DVVHVVPHQW UHJLPH DQG SURFHGXUHV ODLG GRZQ LQ &KDSWHU ,, DQG $QQH[ ,;, 
QDPHO\ DQ DQQXDO PHDQ FRQFHQWUDWLRQ RI 40�J/Pñ DQG D RQH KRXU PHDQ FRQFHQWUDWLRQ 
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RI 200�J/Pñ ZKLFK LV QRW WR EH H[FHHGHG PRUH WKDQ 18 WLPHV LQ D FDOHQGDU \HDU. 7KH 
122 OLPLW YDOXHV ZHUH WR EH DFKLHYHG E\ 1 -DQXDU\ 2010. 

227.  $UWLFOH 23(1) SURYLGHV� 

³:KHUH, LQ JLYHQ ]RQHV RU DJJORPHUDWLRQV, WKH OHYHOV RI 
SROOXWDQWV LQ DPELHQW DLU H[FHHG DQ\ OLPLW YDOXH RU WDUJHW YDOXH, 
SOXV DQ\ UHOHYDQW PDUJLQ RI WROHUDQFH LQ HDFK FDVH, 0HPEHU 
6WDWHV VKDOO HQVXUH WKDW DLU TXDOLW\ SODQV >µ$43V¶@ DUH HVWDEOLVKHG 
IRU WKRVH ]RQHV DQG DJJORPHUDWLRQV LQ RUGHU WR DFKLHYH WKH 
UHODWHG OLPLW YDOXH RU WDUJHW YDOXH VSHFLILHG LQ $QQH[HV ;, DQG 
;,9. 

,Q WKH HYHQW RI H[FHHGDQFHV RI WKRVH OLPLW YDOXHV IRU ZKLFK WKH 
DWWDLQPHQW GHDGOLQH LV DOUHDG\ H[SLUHG, WKH >$43V@ VKDOO VHW RXW 
DSSURSULDWH PHDVXUHV, VR WKDW WKH H[FHHGDQFH SHULRG FDQ EH NHSW 
DV VKRUW DV SRVVLEOH. 7KH >$43V@ PD\ DGGLWLRQDOO\ LQFOXGH 
VSHFLILF PHDVXUHV DLPLQJ DW WKH SURWHFWLRQ RI VHQVLWLYH 
SRSXODWLRQ JURXSV, LQFOXGLQJ FKLOGUHQ.  

7KRVH >$43V@ VKDOO LQFRUSRUDWH DW OHDVW WKH LQIRUPDWLRQ OLVWHG LQ 
6HFWLRQ $ RI $QQH[ ;9 DQG PD\ LQFOXGH PHDVXUHV SXUVXDQW WR 
$UWLFOH 24. 7KRVH SODQV VKDOO EH FRPPXQLFDWHG WR WKH 
&RPPLVVLRQ ZLWKRXW GHOD\, EXW QR ODWHU WKDQ WZR \HDUV DIWHU WKH 
HQG RI WKH \HDU WKH ILUVW H[FHHGDQFH ZDV REVHUYHG.  

:KHUH >$43V@ PXVW EH SUHSDUHG RU LPSOHPHQWHG LQ UHVSHFW RI 
VHYHUDO SROOXWDQWV, 0HPEHU 6WDWHV VKDOO, ZKHUH DSSURSULDWH, 
SUHSDUH DQG LPSOHPHQW LQWHJUDWHG >$43V@ FRYHULQJ DOO SROOXWDQWV 
FRQFHUQHG.´ 

228.  7KH $LU 4XDOLW\ 'LUHFWLYH ZDV WUDQVSRVHG LQWR GRPHVWLF ODZ LQ (QJODQG E\ WKH $LU 
4XDOLW\ 5HJXODWLRQV (VHH SDUDJUDSK 73 DERYH). ,W LV FRPPRQ JURXQG WKDW, IRU WKH 
SXUSRVHV RI WKHVH FODLPV, WKHVH IXOO\ DQG SURSHUO\ WUDQVSRVHG WKH 'LUHFWLYH.  $UWLFOH 13 
ZDV WUDQVSRVHG E\ UHJXODWLRQ 17. $UWLFOH 23 ZDV WUDQVSRVHG E\ UHJXODWLRQ 26 ZKLFK, 
XQGHU WKH KHDGLQJ ³$LU TXDOLW\ SODQV´, SURYLGHV WKDW ZKHUH H[FHHGDQFHV RI DQQXDO PHDQ 
OLPLW YDOXHV RFFXU, WKH UHOHYDQW 6HFUHWDU\ RI 6WDWH (QRZ WKH 6HFUHWDU\ RI 6WDWH IRU WKH 
(QYLURQPHQW, )RRG DQG 5XUDO $IIDLUV (³WKH 66(´)) PXVW GUDZ XS DQG LPSOHPHQW DQ 
$43 WR DFKLHYH WKH OLPLW YDOXH. 7KH $43 PXVW LQFOXGH PHDVXUHV WR HQVXUH FRPSOLDQFH 
ZLWK DQ\ OLPLW YDOXH ZLWKLQ WKH VKRUWHVW WLPH SRVVLEOH.        

22�.  7KH OHJDO HIIHFW RI, DQG UHODWLRQVKLS EHWZHHQ, DUWLFOHV 13 DQG 23 RI WKH $LU 4XDOLW\ 
'LUHFWLYH (DQG UHJXODWLRQV 17 DQG 26 RI WKH 2010 5HJXODWLRQV) ZDV FRQVLGHUHG LQ D VHULHV 
RI FDVHV DULVLQJ RXW RI WKH 8.¶V SHUVLVWHQW IDLOXUH WR FRPSO\ ZLWK OLPLW YDOXHV.   

230.  ,Q 2010, 40 RI WKH 43 8. ]RQHV DQG DJJORPHUDWLRQV ZHUH LQ EUHDFK RI DW OHDVW RQH RI 
WKH OLPLW YDOXHV IRU 122. 7KH 66( GUHZ XS GUDIW $43V IRU WKH SXUSRVHV RI VHHNLQJ DQ 
H[WHQVLRQ RI WLPH IURP WKH (XURSHDQ &RPPLVVLRQ XQGHU DUWLFOH 22 RI WKH 'LUHFWLYH. 
&OLHQW(DUWK, DQ HQYLURQPHQWDO FKDULW\, LVVXHG MXGLFLDO UHYLHZ SURFHHGLQJV, ZKLFK 
UHVXOWHG LQ WKH ILUVW $43, SXEOLVKHG LQ 2011, EHLQJ TXDVKHG E\ RUGHU RI WKH 6XSUHPH 
&RXUW DIWHU YDULRXV TXHVWLRQV KDG EHHQ UHIHUUHG WR WKH &RXUW RI -XVWLFH RI WKH (XURSHDQ 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

8QLRQ WR ZKLFK ZH KDYH DOUHDG\ UHIHUUHG (VHH SDUDJUDSK 225 DERYH). 7KH 66( ZDV 
PDGH WKH VXEMHFW RI D PDQGDWRU\ RUGHU UHTXLULQJ KLP WR SUHSDUH QHZ $43V LQ 
DFFRUGDQFH ZLWK D GHILQHG WLPHWDEOH (5 (&OLHQW(DUWK) Y 6HFUHWDU\ RI 6WDWH IRU WKH 
(QYLURQPHQW, )RRG DQG 5XUDO $IIDLUV (1R 1) >2015@ 8.6& 28� >2015@ 4 $OO (5 724).   

231.  7KH VHFRQG $43 ZDV SXEOLVKHG LQ 'HFHPEHU 2015� EXW LW WRR ZDV FKDOOHQJHG DQG KHOG 
E\ *DUQKDP - WR EH GHILFLHQW (5 (&OLHQW(DUWK) Y 6HFUHWDU\ RI 6WDWH IRU WKH (QYLURQPHQW, 
)RRG DQG 5XUDO $IIDLUV (1R 2) >2016@ (:+& 2740� >2017@ 3765 203).  +H PDGH DQ 
RUGHU WKDW WKH 66( PXVW SXEOLVK DQ $43 ZKLFK FRPSOLHG ZLWK WKH $LU 4XDOLW\ 'LUHFWLYH 
DQG 5HJXODWLRQV E\ 31 -XO\ 2017. 

232.  7KDW WKLUG $43 (L.H. WKH $43 2017� VHH SDUDJUDSK 72 DERYH) ZDV SXEOLVKHG RQ 26 -XO\ 
2017. ,W WRR ZDV FKDOOHQJHG, DQG *DUQKDP - DJDLQ IRXQG LW WR EH GHILFLHQW LQ WKDW, 
DOWKRXJK 45 ORFDO DXWKRULWLHV (QRQH RI ZKLFK ZDV DQ DXWKRULW\ FRQFHUQHG ZLWK WKHVH 
FODLPV) ZHUH H[SHFWHG WR DFKLHYH FRPSOLDQFH ZLWKLQ WKUHH \HDUV, WKHUH ZDV QR  
UHTXLUHPHQW WKDW WKH\ GLG VR DQG QR PHDVXUHV WR HQVXUH WKH\ GLG VR (&OLHQW(DUWK (1R 3)� 
VHH SDUDJUDSK 73 DERYH). 7KH $43 2017 ZDV WKHUHIRUH IRXQG WR EH XQODZIXO� EXW LW 
ZDV QRW TXDVKHG. ,W ZDV UHPLWWHG WR WKH 66( IRU UHYLVLRQ WR FXUH WKH LGHQWLILHG OHJDO 
GHIHFW. 7KH $43 2017 LV WKHUHIRUH WKH FXUUHQW SODQ. 

233.  7KH $43 2017 LV VDLG WR EH OLNHO\ WR DFKLHYH FRPSOLDQFH ZLWK WKH OLPLW YDOXHV LQ /RQGRQ 
LQ 2025. $ VLJQLILFDQW SDFNDJH RI PHDVXUHV KDV EHHQ RU LV EHLQJ LQWURGXFHG LQ /RQGRQ 
WR DFKLHYH WKLV JRDO, LQFOXGLQJ WKH 7-&KDUJH SD\DEOH RQ WRS RI WKH &RQJHVWLRQ &KDUJH 
LQ &HQWUDO /RQGRQ IRU ROGHU YHKLFOHV, WKH 8OWUD-/RZ (PLVVLRQV =RQH (³8/(=´, D IRUP 
RI FOHDQ DLU ]RQH (³&$=´), ZKLFK LPSRVHV WLJKWHU VWDQGDUGV HVSHFLDOO\ IRU GLHVHO 
YHKLFOHV IURP $SULO 201� LQ &HQWUDO /RQGRQ DQG LV GXH WR EH H[WHQGHG WR DOO RI ,QQHU 
/RQGRQ IURP 2FWREHU 2021), QHZ VWDQGDUGV IRU KHDY\ YHKLFOHV DFURVV /RQGRQ IURP 
2FWREHU 2020, EXV UHSODFHPHQW DQG UHILWWLQJ, LQFHQWLYHV IRU ]HUR-HPLVVLRQ WD[LV, DQG 
VWRSSLQJ WKH OLFHQVLQJ RI QHZ GLHVHO YHKLFOHV.   

234.  ,Q KLV MXGJPHQWV, *DUQKDP - IRXQG ± DQG ILUPO\ HPSKDVLVHG ± WKDW, ZKHUH D 0HPEHU 
6WDWH LV LQ EUHDFK RI DUWLFOH 13(1), LW LV UHTXLUHG WR SUHSDUH DQ $43 LQ DFFRUGDQFH ZLWK 
WKH $LU 4XDOLW\ 'LUHFWLYH, LQFOXGLQJ PHDVXUHV WR HQVXUH WKDW WKH SHULRG WKH OLPLW YDOXHV 
LV H[FHHGHG LV DV VKRUW DV SRVVLEOH. ,Q HDFK RI WKH &OLHQW(DUWK  FDVHV, WKH 66( ZDV  
GLUHFWHG WR SUHSDUH DQ $43 WKDW FRPSOLHG ZLWK WKH 'LUHFWLYH ZLWKLQ D SDUWLFXODU SHULRG. 

235.  7KH UHODWLRQVKLS EHWZHHQ DUWLFOHV 13 DQG 23 ZDV WDNHQ XS E\ WKH &RXUW RI $SSHDO LQ 5 
(6KLUOH\ DQG 5XQGHOO) Y 6HFUHWDU\ RI 6WDWH IRU +RXVLQJ, &RPPXQLWLHV DQG /RFDO 
*RYHUQPHQW >201�@ (:&$ &LY 22. 7KH FDVH FRQFHUQHG DQ DSSOLFDWLRQ IRU SODQQLQJ 
SHUPLVVLRQ IRU 4,000 GZHOOLQJV WR WKH VRXWK HDVW RI &DQWHUEXU\. &DQWHUEXU\ &LW\ 
&RXQFLO KDG GHFODUHG DQ $LU 4XDOLW\ 0DQDJHPHQW $UHD (³$40$´) WR LQFOXGH PRVW RI 
WKH DUHD ZLWKLQ WKH FLW\ FHQWUH ULQJ URDG, EHFDXVH RI KLJK OHYHOV RI 122. 7KH &RXQFLO 
JUDQWHG WKH DSSOLFDWLRQ� DQG WKH 66( UHIXVHG WR FDOO LW LQ XQGHU VHFWLRQ 77 RI WKH 7RZQ 
DQG &RXQWU\ 3ODQQLQJ $FW 1��0. 7KH FODLPDQWV FKDOOHQJHG WKH UHIXVDO WR FDOO WKH 
DSSOLFDWLRQ LQ� WKH\ VXEPLWWHG WKDW WKH SURSRVHG GHYHORSPHQW ZRXOG LQHYLWDEO\ 
FRQWULEXWH WR WKH SROOXWDQWV LQ WKH $40$, VR WKDW WKH 66( KDG DQ REOLJDWLRQ WR FDOO WKH 
DSSOLFDWLRQ LQ (DQG, SUHVXPDEO\, WR UHIXVH LW) EHFDXVH RI WKH ELQGLQJ REOLJDWLRQV LQ WKH 
$LU 4XDOLW\ 'LUHFWLYH. 

236. 'RYH - UHIXVHG WKH FODLP DW ILUVW LQVWDQFH (>2017@ (:+& 2306 ($GPLQ)). 7KH &RXUW RI 
$SSHDO XSKHOG KLV MXGJPHQW. ,Q WKH OHDGLQJ MXGJPHQW, /LQGEORP /- (ZLWK ZKRP 6LQJK 
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DQG &RXOVRQ /-- DJUHHG), DIWHU FRQVLGHULQJ WKH UHOHYDQW (XURSHDQ DQG GRPHVWLF 
DXWKRULWLHV, VXPPDULVHG WKH UHOHYDQW SULQFLSOHV WKXV (RPLWWLQJ WKH FURVV UHIHUHQFHV WR 
WKH YDULRXV DXWKRULWLHV)� 

³32. ,Q WKH OLJKW RI WKH DXWKRULWLHV, WKH IROORZLQJ SRLQWV VHHP 
FOHDU. ,W LV DUWLFOH 23 RI WKH $LU 4XDOLW\ 'LUHFWLYH WKDW VSHFLILHV 
WKH VWHSV D 0HPEHU 6WDWH PXVW WDNH WR DFKLHYH FRPSOLDQFH ZLWK 
OLPLW YDOXHV. $ 0HPEHU 6WDWH¶V IDLOXUH WR FRPSO\ ZLWK WKH 
UHTXLUHPHQWV LQ DUWLFOH 13 DWWUDFWV WKH FRQVHTXHQFHV H[SOLFLWO\ 
SURYLGHG IRU LQ DUWLFOH 23«. $UWLFOH 23 GRHV QRW UHTXLUH DQ\ 
VWHSV EH\RQG WKH SUHSDUDWLRQ DQG LPSOHPHQWDWLRQ RI DQ 
HIILFDFLRXV >$43@. 7KH HIIHFW RI DUWLFOHV 13 DQG 23, UHDG 
WRJHWKHU, LV WKDW D 0HPEHU 6WDWH PXVW PHHW WKH UHOHYDQW OLPLW 
YDOXHV E\ WKH GHDGOLQHV LPSRVHG«� WKDW ZKHUH DUWLFOH 13 LV 
EUHDFKHG DQG QR DSSOLFDWLRQ KDV EHHQ PDGH E\ WKH 0HPEHU 6WDWH 
WR SRVWSRQH WKH UHOHYDQW GHDGOLQH, DUWLFOH 23(1) UHTXLUHV LW WR 
HVWDEOLVK DQ >$43@ FRPSO\LQJ ZLWK WKH VSHFLILHG 
UHTXLUHPHQWV«� WKDW D 0HPEHU 6WDWH HQMR\V VRPH GLVFUHWLRQ LQ 
GHFLGLQJ RQ WKH FRQWHQW RI DQ >$43@«� WKDW WKH PHDVXUHV 
LQFOXGHG LQ WKH >$43@ PXVW EH SURSRUWLRQDWH >L.H. QR PRUH WKDQ 
QHFHVVDU\ WR UHPHG\ WKH FRQWLQXLQJ EUHDFK@«� WKDW WKRVH 
PHDVXUHV PXVW, KRZHYHU, HQVXUH WKDW WKH SHULRG IRU ZKLFK WKH 
OLPLW YDOXHV LV H[FHHGHG LV DV VKRUW DV SRVVLEOH«� DQG WKDW 
FRPSOLDQFH ZLWK DUWLFOH 23 PXVW EH GHFLGHG FDVH E\ FDVH«. 7KH 
SUHSDUDWLRQ RI DQ >$43@ LV WKH VLQJOH SUHVFULEHG PHDQV RI 
DGGUHVVLQJ WKH EUHDFK. %XW LW GRHV QRW IROORZ WKDW D EUHDFK RI 
DUWLFOH 13 LV DXWRPDWLFDOO\ UHPRYHG ZKHQ DQ >$43@ LV DGRSWHG.  

33. 'RYH -¶V GHVFULSWLRQ RI DUWLFOH 23 DV SURYLGLQJ WKH µVSHFLILF 
DQG EHVSRNH UHPHG\¶ IRU D EUHDFK RI DUWLFOH 13 WKHUHIRUH VHHPV 
DSW. 7KLV GRHV QRW PHDQ WKDW 0HPEHU 6WDWHV PD\ QRW DOVR DGRSW 
RWKHU PHDVXUHV WR DGGUHVV D EUHDFK RI DUWLFOH 13, LQ DGGLWLRQ WR 
SUHSDULQJ DQG SXWWLQJ LQWR HIIHFW DQ >$43@ FRPSO\LQJ ZLWK 
DUWLFOH 23. %XW QRU GRHV LW PHDQ WKDW 0HPEHU 6WDWHV DUH 
FRPSHOOHG E\ DQ\ SURYLVLRQ RI WKH $LU 4XDOLW\ 'LUHFWLYH WR GR 
WKDW. $ GHPRQVWUDEOH EUHDFK RI DUWLFOH 13 GRHV QRW JHQHUDWH VRPH 
XQVSHFLILHG REOLJDWLRQ EH\RQG WKH SUHSDUDWLRQ DQG 
LPSOHPHQWDWLRQ RI DQ >$43@ WKDW FRPSOLHV ZLWK DUWLFOH 23. 7KH 
FDVH ODZ GRHV QRW VXJJHVW, IRU H[DPSOH, WKDW LQ VXFK 
FLUFXPVWDQFHV D 0HPEHU 6WDWH PXVW HQVXUH WKDW ODQG XVH 
SODQQLQJ SRZHUV DQG GXWLHV DUH H[HUFLVHG LQ D SDUWLFXODU ZD\ ± 
VXFK DV E\ LPSRVLQJ D PRUDWRULXP RQ JUDQWV RI SODQQLQJ 
SHUPLVVLRQ IRU SDUWLFXODU IRUPV RI GHYHORSPHQW, RU IRU 
GHYHORSPHQW RI D SDUWLFXODU VFDOH, ZKRVH HIIHFW PLJKW EH WR 
SHUSHWXDWH RU LQFUHDVH H[FHHGDQFHV RI OLPLW YDOXHV, RU E\ 
HQVXULQJ WKDW GHFLVLRQV RQ VXFK SURSRVDOV DUH WDNHQ RQO\ DW 
PLQLVWHULDO OHYHO.´ 

237.  7KXV, WKH &RXUW RI $SSHDO PDGH FOHDU WKDW QRWKLQJ LQ WKH $LU 4XDOLW\ 'LUHFWLYH UHTXLUHV 
DQ DSSOLFDWLRQ IRU FRQVHQW IRU GHYHORSPHQW ZKLFK PD\ DGG WR WKH EXUGHQ RI SROOXWDQWV 



� �
�

�

�

   

�  

 
    

   

  
 

�
    

 
 

      

  
  

�
   

  
      

 
  

  

 

 

    

�   

 
    

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

WR EH UHMHFWHG VLPSO\ EHFDXVH RI D 0HPEHU 6WDWH¶V IDLOXUH WR FRPSO\ ZLWK WKH 
UHTXLUHPHQWV RI DUWLFOH 13.      

7KH )DFWXDO %DFNJURXQG 

238.  )URP LWV HVWDEOLVKPHQW, WKH $& ZDV ZHOO DZDUH WKDW WKH H[SDQVLRQ RI DLUSRUW FDSDFLW\ 
LQ /RQGRQ DQG WKH 6RXWK (DVW KDG WKH SRWHQWLDO IRU DGYHUVHO\ DIIHFWLQJ DLU TXDOLW\ E\ 
LQFUHDVLQJ SROOXWDQWV, QRWDEO\ 122 ZKLFK LV SDUWLFXODUO\ LPSRUWDQW LQ WHUPV RI WKH 
SRWHQWLDO DGYHUVH LPSDFWV RQ KXPDQ KHDOWK. 7KH SULPDU\ VRXUFH RI 122 LQ /RQGRQ LV 
HPLVVLRQV IURP URDG YHKLFOHV� EXW DLUFUDIW DQG RWKHU VRXUFHV DOVR PDNH D FRQWULEXWLRQ. 
7KXV, WKH $&¶V $SSUDLVDO )UDPHZRUN UHTXLUHG FRQVLGHUDWLRQ RI WKH DLU TXDOLW\ 
LPSOLFDWLRQV RI DLUSRUW VFKHPHV DW ERWK D ORFDO DQG QDWLRQDO OHYHO, WKH VWDWHG REMHFWLYH 
RI WKH $LU 4XDOLW\ $SSUDLVDO 0RGXOH EHLQJ ³WR LPSURYH DLU TXDOLW\ FRQVLVWHQW ZLWK (8 
VWDQGDUGV DQG ORFDO SROLF\ UHTXLUHPHQWV´.         

23�.  -DFREV ZDV HPSOR\HG E\ WKH $& WR DGYLVH DQG PDNH UHFRPPHQGDWLRQV RQ WKH DLU TXDOLW\ 
LPSOLFDWLRQV RI WKH VFKHPHV. ,W SURGXFHG D ILUVW VWDJH UHSRUW LQ 1RYHPEHU 2014, DQG D 
IXUWKHU UHSRUW, L.H. WKH -DFREV 0D\ 2015 $4 /RFDO $VVHVVPHQW, ZKLFK DQDO\VHG WKH DLU 
TXDOLW\ LPSDFW RI HDFK RI WKH WKUHH VKRUW-OLVWHG VFKHPHV DJDLQVW WKH GHWDLOHG 
UHTXLUHPHQWV RI WKH $SSUDLVDO )UDPHZRUN (VHH SDUDJUDSK 57(LY) DERYH). 7KLV UHSRUW 
ZDV EDVHG RQ WKH ZRUVW FDVH VFHQDULR, LQ WKH VHQVH WKDW LW SURFHHGHG RQ WKH EDVLV RI 
SURMHFWLRQV RI IXWXUH DFWLYLW\ OHYHOV WDNHQ IURP GHPDQG IRUHFDVWV WKDW UHVXOWHG LQ WKH 
JUHDWHVW OLNHO\ DLU TXDOLW\ LPSDFWV FRQVLVWHQW ZLWK WKH SURPRWHU¶V SUHIHUUHG EXVLQHVV 
PRGHO (L.H. IRU WKH 1:5 6FKHPH, WKH FDUERQ WUDGHG JOREDO JURZWK VFHQDULR) DV DW 2030 
(SDUDJUDSK 3.5)� EXW RQ WKH DVVXPSWLRQ WKDW WKH :5/ DQG WKH 65$ ZRXOG EH 
LPSOHPHQWHG E\ WKHQ (SDUDJUDSK 3.7.2). 

240.  7KH UHSRUW FRQFOXGHG WKDW WKH 1:5 6FKHPH ZRXOG QRW FDXVH DQ\ QHZ H[FHHGDQFHV RI 
WKH OLPLW OHYHO RU DLU TXDOLW\ REMHFWLYH IRU 122� EXW WKH XQPLWLJDWHG LQFUHPHQWDO FKDQJH 
DVVRFLDWHG ZLWK WKH VFKHPH ZRXOG FDXVH WKH %DWK 5RDG $4 URDG OLQNV WR KDYH D 
PDUJLQDOO\ KLJKHU FRQFHQWUDWLRQ WKDQ WKH PD[LPXP SUHGLFWHG FRQFHQWUDWLRQ LQ WKH 
*UHDWHU /RQGRQ DJJORPHUDWLRQ DW 0DU\OHERQH 5RDG ZKLFK (LI OHIW XQPLWLJDWHG) ZRXOG 
UHVXOW LQ GHOD\ LQ WKH 6HFUHWDU\ RI 6WDWH¶V SUHGLFWHG GDWH IRU DFKLHYLQJ FRPSOLDQFH ZLWK 
WKH OLPLW YDOXH (SDUDJUDSK 5.7).  +RZHYHU, WKH VFKHPH SURSRVHG WKH UHDOLJQPHQW RI WKH 
%DWK 5RDG $4 OLQN� DQG LQ DQ\ HYHQW WKHUH ZHUH PLWLJDWLRQ PHDVXUHV WKDW FRXOG EH 
HPSOR\HG (SDUDJUDSK 5.7.1). 7KDW UHSRUW ZDV SXEOLVKHG ZLWK WKH $& )LQDO 5HSRUW (DV 
VXSSOHPHQWHG E\ WKH %XVLQHVV DQG 6XVWDLQDELOLW\ $VVHVVPHQW IRU WKH 1:5 6FKHPH), 
ZKLFK UHOLHG RQ WKH -DFREV¶ UHSRUW DQG UHSOLFDWHG LWV FRQFOXVLRQV (SDUDJUDSKV �.76-�.7�).  
7KH RYHUDOO FRQFOXVLRQ RI WKH $R6 ZDV WKDW WKH DLU TXDOLW\ LPSDFW ZDV XQOLNHO\ WR EH 
DEOH WR UHDFK QHXWUDO OHYHO GHVSLWH QRW QHFHVVDULO\ EUHDFKLQJ SROOXWDQW OLPLWV (SDUDJUDSK 
12.32)� DQG WKH FRQFOXVLRQ RI WKH $& )LQDO 5HSRUW RQ DLU TXDOLW\ ZDV WKDW WKH UHVXOWV 
³GLG QRW UXOH  RXW >WKH 1:5 6FKHPH@ EHLQJ GHOLYHUDEOH ZLWKLQ WKH OHJDO IUDPHZRUN´ 
(SDUDJUDSK �.84). 

241.  7KH $& )LQDO 5HSRUW ZDV SXEOLVKHG LQ -XO\ 2015. 7KHUH IROORZHG VHYHUDO XSGDWHV WR 
WKH DLU TXDOLW\ DQDO\VLV XSRQ ZKLFK WKH $& UHOLHG, SUHSDUHG E\ :63 IRU WKH 6HFUHWDU\ 
RI 6WDWH LQ 2FWREHU 2016, )HEUXDU\ 2017 DQG ILQDOO\ LQ 2FWREHU 2017, WR WDNH LQWR 
DFFRXQW WKH DGRSWLRQ RI WKH $43 2017 DQG XSGDWHG &23(57 HPLVVLRQ IDFWRUV, 
SROOXWLRQ FOLPDWH PDSSLQJ (³3&0´) DQG DYLDWLRQ GHPDQG IRUHFDVWV (L.H. ³WKH :63 
2FWREHU 2017 $4 5H-DQDO\VLV´� VHH SDUDJUDSK 72 DERYH). 
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242.  7KH :63 2FWREHU 2017 $4 5H-DQDO\VLV XVHG WKUHH GDWDVHWV, EXW IRFXVHG RQ WKH 3&0 
PRGHO GDWD ZLWK DQ DVVXPHG QHWZRUN RI &$=V LQ XUEDQ DUHDV (LQFOXGLQJ *UHDWHU 
/RQGRQ) EHLQJ DYDLODEOH E\ 2021 (SDUDJUDSK 3.1.1).  ,W DVVHVVHG FRPSOLDQFH DV 40ȝ/Pñ 
DQG DGRSWHG PHWKRGRORJLHV FRQVLVWHQW ZLWK WKRVH XVHG E\ -DFREV. 2Q WKRVH 
DVVXPSWLRQV, LW SURMHFWHG WKDW *UHDWHU /RQGRQ ZLWK WKH 1:5 6FKHPH ZRXOG EH 
FRPSOLDQW ZLWK WKH OLPLW YDOXHV E\ WKH WLPH WKH QHZ UXQZD\ ZRXOG EH GXH WR RSHQ, L.H. 
E\ 2026. 

243.  +RZHYHU, LW DOVR FRQVLGHUHG WKH RYHUDUFKLQJ XQFHUWDLQW\ LQKHUHQW LQ PRGHOOLQJ 
FRQGXFWHG IRU WKH $43 2017 (DQG WKHUHIRUH, LW VDLG, IRU WKH PRGHOOLQJ XVHG E\ -DFREV 
DQG WKH $&), QDPHO\ +/-2�% (�5% FRQILGHQFH LQWHUYDO) (SDUDJUDSKV 3.3.1-3.3.12).  
$VVXPLQJ WKDW WKH DQDO\VLV RI PRGHOOHG YHUVXV PRQLWRUHG FRQFHQWUDWLRQV IROORZHG D 
VWDWLVWLFDOO\ QRUPDO GLVWULEXWLRQ, :63 QRWHG WKDW (L) DSSUR[LPDWHO\ �0% RI PRGHOOHG 
FRQFHQWUDWLRQV ZRXOG XQGHUHVWLPDWH FRQFHQWUDWLRQV E\ OHVV WKDQ 20% (RU ZRXOG 
RYHUHVWLPDWH FRQFHQWUDWLRQV) DQG (LL) DSSUR[LPDWHO\ 75% RI PRGHOOHG FRQFHQWUDWLRQV 
ZRXOG XQGHUHVWLPDWH FRQFHQWUDWLRQV E\ OHVV WKDQ 10% (RU ZRXOG RYHUHVWLPDWH 
FRQFHQWUDWLRQV) (SDUDJUDSK 3.3.13). 7KH UHSRUW WKHUHIRUH FRQFOXGHG (DW SDUDJUDSK 
3.3.14)� 

³$V VXFK, LW LV FRQVLGHUHG WKDW ZKHUH PRGHOOHG FRQFHQWUDWLRQV 
DUH OHVV WKDQ 20% RI WKH OLPLW YDOXH, LW LV XQOLNHO\ WKDW WKH OLPLW 
YDOXH ZLOO EH H[FHHGHG (ORZ ULVN) ± EHFDXVH WKLV ZRXOG PHDQ WKDW 
�0% RI PRGHOOHG FRQFHQWUDWLRQV ZRXOG EH OLNHO\ WR EH ZLWKLQ WKH 
OLPLW YDOXH ± EXW WKDW D KLJK ULVN RI H[FHHGDQFH H[LVWV ZKHQ WKH 
PRGHOOHG FRQFHQWUDWLRQV OLH ZLWKLQ 10% RI WKH OLPLW YDOXH ± LQ 
WKLV FDVH, 25% RI PRGHOOHG FRQFHQWUDWLRQV ZRXOG EH OLNHO\ WR 
H[FHHG WKH OLPLW YDOXH.´ 

244.  7KH DVVHVVPHQW ILQGLQJV IRU WKH 1:5 6FKHPH, EDVHG XSRQ WKDW DQDO\VLV, DUH VHW RXW LQ 
SDUDJUDSK 5.3. 7KH DVVHVVPHQW IRFXVHG RQ WKH ³NH\ OLQN´, L.H. WKH FULWLFDO URDG OLQN VR 
IDU DV DLU TXDOLW\ LV FRQFHUQHG, ZKLFK IRU WKH 1:5 6FKHPH ZDV 15NP DZD\ RQ WKH $40 
:HVWZD\. 7KH UHSRUW H[SODLQHG (DW SDUDJUDSK 5.3.4 DQG 5.3.7)� 

³2Q WKLV URDG, WKH LPSDFW RI WKH DLUSRUW LV VPDOO DQG WKH ULVN RI 
QRQFRPSOLDQFH LV GHWHUPLQHG WR D ODUJH GHJUHH E\ WKH PDJQLWXGH 
RI WKH 3&0 PRGHO SURMHFWLRQ UDWKHU WKDQ WKH PDJQLWXGH RI WKH 
DLUSRUW LPSDFW. 2Q WKH FULWLFDO OLQN, WKH LPSDFW RI WKH DLUSRUW LV 
VPDOO DQG UHODWHG HQWLUHO\ WR KLJKZD\ WULSV WR WKH DLUSRUW. 7KH 
LPSDFW RI DLUVLGH HPLVVLRQV RQ WKH OLQN, DQG RQ WKH FRPSOLDQFH 
ULVNV IRU WKH RSWLRQ RYHUDOO, LV QHJOLJLEOH. 

« 

,Q WKH YLFLQLW\ RI WKH DLUSRUW, LPSDFWV RQ %DWK 5RDG ($4«) DQG 
WKH $312« DUH DVVHVVHG EXW WKH OLQNV DUH QRW WKH FULWLFDO OLQN LQ 
WKDW, IRU WKLV RSWLRQ, WKH\ GR QRW WULJJHU QRQFRPSOLDQFH RI WKH 
]RQH RU H[SHULHQFH D ZRUVHQLQJ RI H[FHHGDQFH RI WKH OLPLW YDOXH 
LQ DQ\ VFHQDULR.´ 

245. :LWK &$=V, WKH FULWLFDO OLQN ZRXOG EH ZLWKLQ WKH OLPLW YDOXH IRU 122 IRU HDFK \HDU IURP 
2026 ZKHQ WKH 1:5 6FKHPH LV GXH WR EH LPSOHPHQWHG� EXW WKHUH ZRXOG EH D KLJK ULVN 
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RI H[FHHGDQFH DV GHILQHG LQ SDUDJUDSK 3.3.14 XQWLO 2030, EHFDXVH WKH ³KHDGURRP´ DV D 
SHUFHQWDJH RI WKH OLPLW YDOXH ZRXOG EH OHVV WKDQ 10% XQWLO WKDW \HDU (EHLQJ QLO LQ 2026, 
3% LQ 2027, 6% LQ 2028, 8% LQ 202� DQG WKHQ 11% LQ 2030). 2Q WKRVH VDPH GHILQLWLRQV, 
LW ZRXOG EH D PHGLXP ULVN IURP 2030. 

246.  7KHUHIRUH, LQ UHODWLRQ WR WKH 1:5 6FKHPH, WKH :63 2FWREHU 2017 $4 5H-DQDO\VLV 
FRQFOXGHG (DW 7DEOH 1-1, HPSKDVHV LQ WKH RULJLQDO)� 

³:LWK WKH LPSOHPHQWDWLRQ RI DFWLRQV DV VHW RXW LQ WKH >$43 
2017@, WKH RSWLRQ GRHV�QRW�LPSDFW�RQ PRGHOOHG FRPSOLDQFH ZLWK 
OLPLW YDOXHV LQ DQ\ SDUWLFXODU RSHQLQJ \HDU (2026 RQZDUGV). 

*LYHQ WKH LQKHUHQW XQFHUWDLQWLHV LQ DLU TXDOLW\ PRGHOOLQJ, WKHUH 
UHPDLQV, KRZHYHU, D� ULVN� WKDW� WKH� RSWLRQ� FRXOG� GHOD\�
FRPSOLDQFH�ZLWK OLPLW YDOXHV.´ 

247.  7KH IROORZLQJ FRPPHQWDU\ DFFRPSDQLHG WKRVH FRQFOXVLRQV� 

³7KH ULVN RI DQ LPSDFW RQ FRPSOLDQFH ZLWK OLPLW YDOXHV LQFUHDVHV 
WKH HDUOLHU WKH DVVXPHG RSHQLQJ \HDU IRU WKH RSWLRQ. 

7KH ULVN RI LPSDFW RQ FRPSOLDQFH LV KLJK XS WR 202� VLQFH WKH 
RSWLRQ SRWHQWLDOO\ LPSDFWV RQ FRPSOLDQFH LQ &HQWUDO /RQGRQ DQG 
H[LVWV ZKHWKHU RU QRW WKH >$43 2017@ DFWLRQV DUH IXOO\ 
LPSOHPHQWHG.  )URP 2030 RQZDUGV, WKH ULVN IDOOV WR PHGLXP.   

7KH OHYHO RI ULVN LV SULPDULO\ GHSHQGHQW RQ WKH WLPLQJ RI WKH 
LQWURGXFWLRQ RI, DQG HIIHFWLYHQHVV RI, DFWLRQV LQ WKH >$43 2017@ 
WR UHGXFH HPLVVLRQV IURP YHKLFOHV RQ WKH ZLGHU URDG QHWZRUN, 
WRJHWKHU ZLWK HIIHFWLYH 5HDO->:RUOG@ 'ULYLQJ (PLVVLRQV« 
OHJLVODWLRQ. ,W LV ODUJHO\ LQGHSHQGHQW RI DVVXPSWLRQV UHODWLQJ WR 
WKH LPSDFW RI WKH RSWLRQ LWVHOI RU WKH GLUHFW PLWLJDWLRQ RI RSWLRQ-
UHODWHG HPLVVLRQV. ,PSDFWV QHDU WKH DLUSRUW GR QRW, LQ JHQHUDO, 
DIIHFW ]RQH FRPSOLDQFH. 

$GGLWLRQDO PHDVXUHV DLPHG DW WDUJHWLQJ KLJK >122@ 
FRQFHQWUDWLRQV DW WKH ORFDO OHYHO DQG DFURVV /RQGRQ FRXOG 
SRWHQWLDOO\ PLWLJDWH WKLV ULVN IXUWKHU.´ 

248.  7KH :63 2FWREHU 2017 $4 5H-DQDO\VLV IRUPHG WKH EDVLV RI WKH $136.  7KH  
DFFRPSDQ\LQJ $R6 VXPPDULVHG LW LQ WKHVH WHUPV� 

³7.4.87 :63¶V XSGDWHG UHDQDO\VLV RI WKH $&¶V LPSDFW 
DVVHVVPHQW LQ UHODWLRQ WR FRPSOLDQFH ZLWK WKH (8 'LUHFWLYH OLPLW 
YDOXHV, WDNLQJ LQWR FRQVLGHUDWLRQ WKH >$43 2017@, LQGLFDWHV WKDW 
>1:5 6FKHPH@ GRHV QRW LPSDFW RQ PRGHOOHG FRPSOLDQFH ZLWK 
OLPLW YDOXHV LQ WKH UH-DQDO\VLV FRUH VFHQDULR (L.H. WDNLQJ DFFRXQW 
RI XSGDWHG YHKLFOH HPLVVLRQV IDFWRUV, DQG ZLWK WKH PHDVXUHV VHW 
RXW LQ WKH >$43@ LPSOHPHQWHG). 

7.4.88 7KH FRQFOXVLRQ LV, KRZHYHU, VXEMHFW WR XQFHUWDLQW\. 7KH  
ULVN RI DQ LPSDFW RQ FRPSOLDQFH ZLWK OLPLW YDOXHV LQFUHDVHV WKH  
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HDUOLHU WKH DVVXPHG RSHQLQJ \HDU. )RU HDUO\ RSHQLQJ (DVVHVVHG 
IRU 2026 LQ WKH UH-DQDO\VLV), WKH ULVN LV KLJK DQG WKH RSWLRQ LV 
OLNHO\ WR LPSDFW RQ FRPSOLDQFH ZLWK OLPLW YDOXHV GXH WR LPSDFWV 
LQ FHQWUDO /RQGRQ. 7KH ULVN IDOOV WR PHGLXP LQ 2030. 

7.4.8� ,PSDFWV QHDU WKH DLUSRUW GR QRW, LQ JHQHUDO, DIIHFW ]RQH 
FRPSOLDQFH. 7KDW LV WR VD\, ZKLOVW WKH VFKHPH LPSDFWV RQ 
FRPSOLDQFH ZLWK (8 OLPLW YDOXHV DORQJVLGH VRPH URDGV LQ WKH 
YLFLQLW\ RI WKH DLUSRUW LQ VRPH VHQVLWLYLW\ WHVWV LQ WKH XSGDWHG UH-
DQDO\VLV, WRWDO SROOXWDQW FRQFHQWUDWLRQV LQ FHQWUDO /RQGRQ ZLWK 
WKH VFKHPH DUH JHQHUDOO\ KLJKHU. 

7.4.�0 $V VXFK, WKH OHYHO RI ULVN LV SULPDULO\ GHSHQGHQW RQ WKH 
WLPLQJ RI WKH LQWURGXFWLRQ RI, DQG HIIHFWLYHQHVV RI, PHDVXUHV LQ 
WKH >$43 2017@. ,W LV ODUJHO\ LQGHSHQGHQW RI DVVXPSWLRQV 
UHODWLQJ WR WKH LPSDFW RI WKH RSWLRQ LWVHOI, WKH UDWH RI JURZWK LQ 
GHPDQG RU WKH GLUHFW PLWLJDWLRQ RI RSWLRQ-UHODWHG HPLVVLRQV.´ 

24�.  $SSHQGL[ $ WR WKH $R6, DW 4XHVWLRQ 25 (³:LOO LW VXSSRUW FRPSOLDQFH ZLWK ORFDO, QDWLRQDO 
DQG (XURSHDQ DLU TXDOLW\ UHTXLUHPHQWV RU OHJLVODWLRQ´), VWDWHV WKDW, IRU WKH RSHUDWLRQ RI 
WKH 1:5 6FKHPH� 

³7KHUH LV D KLJK SUREDELOLW\ WKDW WKH HPLVVLRQV DULVLQJ IURP 
RSHUDWLRQDO DFWLYLWLHV ZLOO KDYH DGYHUVH HIIHFWV RQ DLU TXDOLW\.´ 

250.  7KH DLP RI WKH $136, VR IDU DV DLU TXDOLW\ LV FRQFHUQHG, LV VHW RXW LQ SDUDJUDSK 2.18� 

³7KH *RYHUQPHQW DOVR DFNQRZOHGJHV WKH ORFDO DQG QDWLRQDO 
HQYLURQPHQWDO LPSDFWV RI DLUSRUWV DQG DYLDWLRQ, IRU H[DPSOH 
QRLVH DQG HPLVVLRQV, DQG EHOLHYHV WKDW FDSDFLW\ H[SDQVLRQ VKRXOG 
WDNH SODFH LQ D ZD\ WKDW VDWLVIDFWRULO\ PLWLJDWHV WKHVH LPSDFWV 
ZKHUHYHU SRVVLEOH. ([SDQVLRQ PXVW EH GHOLYHUDEOH ZLWKLQ 
QDWLRQDO WDUJHWV RQ JUHHQKRXVH JDV HPLVVLRQV DQG LQ DFFRUGDQFH 
ZLWK OHJDO REOLJDWLRQV RQ DLU TXDOLW\.´ 

251.  7KH DVVHVVPHQW RI WKH LPSDFW RQ WKH VFKHPH RQ DLU TXDOLW\ LV GHDOW ZLWK LQ SDUDJUDSKV 
5.23-5.43. +DYLQJ UHFLWHG WKH UHOHYDQW KLVWRU\, LQFOXGLQJ WKH :63 2FWREHU 2017 $4 
5H-DQDO\VLV, LW FRQFOXGHG (DW SDUDJUDSK 5.31)� 

³« 7KH >'I7@ KDV FRQGXFWHG IXUWKHU DQDO\VLV WR DVVHVV WKH 
LPSDFW WKDW WKLV XSGDWHG HYLGHQFH EDVH ZRXOG KDYH RQ HVWLPDWHG 
FRPSOLDQFH ZLWK (8 OLPLW YDOXHV RI H[SDQVLRQ RSWLRQV DW 
+HDWKURZ $LUSRUW DQG *DWZLFN $LUSRUW >L.H. WKH :63 2FWREHU 
2017 $4 5H-DQDO\VLV@. 7KLV DQDO\VLV KDV EHHQ XSGDWHG WR WDNH 
DFFRXQW RI WKH UHYLVHG DYLDWLRQ GHPDQG IRUHFDVWV DQG WKH 
*RYHUQPHQW¶V ILQDO >$43@. 7KH UHVXOW RI WKLV DQDO\VLV KHOSHG 
LQIRUP WKH *RYHUQPHQW¶V YLHZ WKDW, ZLWK D VXLWDEOH SDFNDJH RI 
SROLF\ DQG PLWLJDWLRQ PHDVXUHV, LQFOXGLQJ WKH *RYHUQPHQW¶V 
PRGLILHG >$43@, WKH >1:5 6FKHPH@ ZRXOG EH FDSDEOH RI EHLQJ 
GHOLYHUHG ZLWKRXW LPSDFWLQJ WKH 8.¶V FRPSOLDQFH ZLWK DLU 
TXDOLW\ OLPLW YDOXHV.´ 
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252. 8QGHU WKH KHDGLQJ, ³$SSOLFDQW¶V DVVHVVPHQW´, LW VDLG (DW SDUDJUDSK 5.32)� 

³7KH DSSOLFDQW VKRXOG XQGHUWDNH DQ DVVHVVPHQW RI WKH SURMHFW, WR 
EH LQFOXGHG DV SDUW RI WKH HQYLURQPHQWDO VWDWHPHQW, 
GHPRQVWUDWLQJ WR WKH 6HFUHWDU\ RI 6WDWH WKDW WKH FRQVWUXFWLRQ DQG 
RSHUDWLRQ RI WKH 1RUWKZHVW 5XQZD\ ZLOO QRW DIIHFW WKH 8.¶V 
DELOLW\ WR FRPSO\ ZLWK OHJDO REOLJDWLRQV. )DLOXUH WR GHPRQVWUDWH 
WKLV ZLOO UHVXOW LQ UHIXVDO RI GHYHORSPHQW FRQVHQW.´ 

253. ,W WKHQ ZHQW RQ WR GHDO ZLWK ³0LWLJDWLRQ´, VHWWLQJ RXW D OLVW RI SRVVLEOH PLWLJDWLRQ 
PHDVXUHV WKDW PLJKW EH SXW IRUZDUG� DQG VD\LQJ (DW SDUDJUDSK 5.38)�  

³« >+$/@ VKRXOG FRQWLQXH WR VWULYH WR PHHW LWV SXEOLF SOHGJH WR 
KDYH ODQGVLGH DLUSRUW-UHODWHG WUDIILF QR JUHDWHU WKDQ WRGD\«´. 

254. )LQDOO\, LW HPSKDVLVHG DJDLQ WKDW, ZKHQ LW FDPH WR GHFLVLRQ-PDNLQJ RQ D '&2 
DSSOLFDWLRQ (DW SDUDJUDSK 5.42)� 

³7KH 6HFUHWDU\ RI 6WDWH ZLOO FRQVLGHU DLU TXDOLW\ LPSDFWV RYHU WKH 
ZLGHU DUHD OLNHO\ WR EH DIIHFWHG, DV ZHOO DV LQ WKH YLFLQLW\ RI WKH 
VFKHPH. ,Q RUGHU WR JUDQW GHYHORSPHQW FRQVHQW, WKH 6HFUHWDU\ RI 
6WDWH ZLOO QHHG WR EH VDWLVILHG WKDW, ZLWK PLWLJDWLRQ, WKH VFKHPH 
ZRXOG EH FRPSOLDQW ZLWK OHJDO REOLJDWLRQV WKDW SURYLGH IRU WKH 
SURWHFWLRQ RI KXPDQ KHDOWK DQG WKH HQYLURQPHQW.´ 

7KH +LOOLQJGRQ &ODLPDQWV¶ *URXQGV  

255.  7KH +LOOLQJGRQ &ODLPDQWV FKDOOHQJH WKH $136¶V DSSURDFK DQG FRQFOXVLRQ LQ UHVSHFW RI 
DLU TXDOLW\ RQ ILYH JURXQGV, DV IROORZV� 

L)  *URXQG 3� 7KH 6HFUHWDU\ RI 6WDWH IDLOHG WR KDYH UHJDUG WR WKH PDWHULDO FKDQJHV WR 
WKH LQIRUPDWLRQ DQG DVVXPSWLRQV XSRQ ZKLFK WKH -DFREV 0D\ 2015 $4 /RFDO 
$VVHVVPHQW DLU TXDOLW\ PRGHOOLQJ RI WKH 1:5 6FKHPH ZDV EDVHG, QRWDEO\ WKH 
FKDQJHV LQ SDVVHQJHU GHPDQG IRUHFDVWV DQG WKH DGGLWLRQDO DQDO\VLV SURYLGHG E\ 
7I/ DIWHU -XO\ 2015. 7KLV JURXQG KDV WKH VDPH IRXQGDWLRQ DV *URXQG 1 (L.H. WKH 
+LOOLQJGRQ &ODLPDQWV¶ ILUVW VXUIDFH DFFHVV JURXQG. 

LL)  *URXQG 4� ,Q UHDFKLQJ WKH FRQFOXVLRQ WKDW WKH 1:5 6FKHPH FRXOG EH XQGHUWDNHQ 
ZLWKRXW D EUHDFK RI WKH 8.¶V REOLJDWLRQV XQGHU WKH $LU 4XDOLW\ 'LUHFWLYH, WKH 
6HFUHWDU\ RI 6WDWH IDLOHG WR DSSO\ WKH SUHFDXWLRQDU\ SULQFLSOH. 

LLL)  *URXQG 5� ,W ZDV LUUDWLRQDO WR DGRSW DQG GHVLJQDWH WKH $136 LQ FLUFXPVWDQFHV LQ 
ZKLFK LW ZDV NQRZQ WKDW, LI FRQVWUXFWHG DQG XVHG WR IXOO FDSDFLW\ IURP 2026, WKHUH 
ZRXOG EH D KLJK ULVN WKDW WKH DLU TXDOLW\ REOLJDWLRQV ZLOO EH EUHDFKHG LQ WKH SHULRG 
2026-30. 

LY)  *URXQG 6� ,Q UHDFKLQJ WKH FRQFOXVLRQ WKDW WKH 1:5 6FKHPH FRXOG EH XQGHUWDNHQ 
ZLWKRXW D EUHDFK RI WKH 8.¶V REOLJDWLRQV XQGHU WKH $LU 4XDOLW\ 'LUHFWLYH, WKH 
6HFUHWDU\ RI 6WDWH GLG QRW KDYH VXIILFLHQW LQIRUPDWLRQ WR EH VDWLVILHG WKDW 
PLWLJDWLRQ ZDV DFKLHYDEOH, PDNLQJ XQMXVWLILHG DVVXPSWLRQV UHJDUGLQJ WKH 
GHOLYHUDELOLW\ RI SXEOLF WUDQVSRUW VFKHPHV (VXFK DV WKH :5/ DQG 65$) DQG WKH 
HIIHFWLYHQHVV RI &$= PHDVXUHV DV SDUW RI WKH $43 2017. 
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Y)  *URXQG 7� ,W ZDV LUUDWLRQDO DQG/RU FRQWUDU\ WR WKH 6HFUHWDU\ RI 6WDWH¶V REOLJDWLRQ 
WR DFW WUDQVSDUHQWO\ WR DGRSW DQG GHVLJQDWH D SROLF\ EDVHG RQ WKH SUHPLVH WKDW WKH 
1:5 6FKHPH ZDV FDSDEOH RI EHLQJ GHOLYHUHG ZLWKRXW EUHDFKLQJ DLU TXDOLW\ 
REOLJDWLRQV ± DQG WR UHTXLUH D '&2 DSSOLFDQW WR VDWLVI\ KLP WKDW WKH 1:5 6FKHPH 
ZRXOG QRW EUHDFK WKRVH REOLJDWLRQV ± ZLWKRXW LGHQWLI\LQJ WKH FRUUHFW OHJDO WHVW. 

256.  :H ZLOO GHDO ZLWK WKRVH JURXQGV LQ WXUQ. 

*URXQG 3 

257.  0U -DIIH\ VXEPLWV WKDW WKH DLU TXDOLW\ GHFLVLRQ LV IODZHG IRU WKH VDPH UHDVRQ DV WKH 
DQDO\VLV RI VXUIDFH DFFHVV LV XQODZIXO, L.H. WKH 6HFUHWDU\ RI 6WDWH IDLOHG SURSHUO\ WR DVVHVV 
WKH FRQVHTXHQFHV RI WKH XSGDWHG LQIRUPDWLRQ LQ SDUWLFXODU WKH XSGDWHG SDVVHQJHU 
GHPDQG IRUHFDVWV DQG FKDQJHV WR WKH DVVXPSWLRQV FRQFHUQLQJ WKH IXWXUH DYDLODELOLW\ RI 
WUDQVSRUW LQIUDVWUXFWXUH, DQG IDLOHG WR WDNH LQWR DFFRXQW FDWDO\WLF GHPDQG DQG QLJKW 
IUHLJKW. +RZHYHU, IRU WKH UHDVRQV ZH KDYH JLYHQ LQ UHODWLRQ WR *URXQG 1, WKH 6HFUHWDU\ 
RI 6WDWH GLG QRW HUU LQ WKH ZD\ LQ ZKLFK KH GHDOW ZLWK HDFK RI WKHVH PDWWHUV. 

258.  ,Q UHVSHFW RI WKH QHZ SDVVHQJHU GHPDQG IRUHFDVWV, DV ZH KDYH H[SODLQHG, WKH\ GLG QR 
PRUH WKDQ VXJJHVW DQ DFFHOHUDWHG JURZWK RI GHPDQG IRU WKH QHZ FDSDFLW\ UHVXOWLQJ IURP 
WKH WKLUG UXQZD\ ZKLFK, IRU WKH UHDVRQV ZH KDYH JLYHQ, GLG QRW DIIHFW WKH VXUIDFH DFFHVV 
DQDO\VLV. ,W ZDV VLPSO\ D PDWWHU RI WLPLQJ EHIRUH WKH QHZ FDSDFLW\ ZDV ILOOHG, ZKLFK 
FRXOG EH PLWLJDWHG E\ EULQJLQJ IRUZDUG PLWLJDWLRQ PHDVXUHV DQG/RU SKDVLQJ WKH UHOHDVH 
RI FDSDFLW\. 7KDW DOVR DSSOLHV WR WKLV SDUW RI WKH FODLP. 

25�.  +RZHYHU, DV WKH :63 2FWREHU 2017 $4 5H-DQDO\VLV FRQFOXGHG (VHH SDUDJUDSKV 246-
248 DERYH), WKH OHYHO RI ULVN RQ FRPSOLDQFH ZLWK OLPLW YDOXHV VHW E\ WKH $LU 4XDOLW\ 
'LUHFWLYH LV SULPDULO\ GHSHQGHQW XSRQ DFWLRQ WR UHGXFH HPLVVLRQV IURP URDG YHKLFOHV RQ 
WKH ZLGHU URDG QHWZRUN QRW XSRQ WKH FRQWULEXWLRQ IURP DQ\ DLUSRUW H[SDQVLRQ. :H 
DSSUHFLDWH WKDW WKDW PD\ PDNH PLWLJDWLRQ ZLWKLQ WKH VFRSH RI DQ\ DLUSRUW GHYHORSPHQW 
VFKHPH PRUH FKDOOHQJLQJ RU OHVV HIIHFWLYH ± EXW WKDW LV SUHVXPDEO\ ZK\ WKH :63 
DQDO\VHV (LQFOXGLQJ WKH :63 2FWREHU 2017 $4 5H-DQDO\VLV) did WDNH LQWR DFFRXQW 
XSGDWHG SURMHFWLRQV RI SDVVHQJHU GHPDQG HWF.  ,W LV WUXH WKDW :63 GLG QRW UH-PRGHO ± LW 
PHUHO\ DGMXVWHG RU VFDOHG WR WDNH LQWR DFFRXQW WKH QHZ LQIRUPDWLRQ DQG DVVXPSWLRQV 
LQFOXGLQJ SDVVHQJHU GHPDQG IRUHFDVWV. ,W LV WKH HYLGHQFH RI 8UVXOD 6WHYHQVRQ (ZKR LV 
HPSOR\HG E\ :63, DQG OHDGV IRU WKHP RQ (QYLURQPHQWDO $VVHVVPHQW DQG 0DQDJHPHQW 
6HUYLFHV) WKDW WKDW DSSURDFK ZDV DSSURSULDWH DQG UREXVW LQ WKH FLUFXPVWDQFHV, 
SDUWLFXODUO\ EHFDXVH WKH SULQFLSDO GULYHU IRU WKH XQFHUWDLQW\ DQG WKXV ULVN ZDV QRW WKH 
DLUSRUW H[SDQVLRQ EXW WKH LQKHUHQW XQFHUWDLQW\ LQ WKH 3&0 PRGHOOLQJ, DQG WKH VFDOLQJ 
ZDV FRQVHUYDWLYH (6WHYHQVRQ 1, SDUDJUDSK 3.2� VHH DOVR SDUDJUDSK 3.6). 7KHUH LV QR 
HYLGHQWLDO EDVLV IRU D VXEPLVVLRQ WKDW WKDW ZDV DQ XQUHDVRQDEOH RU RWKHUZLVH XQODZIXO 
DSSURDFK. 

260.  7KHUH LV VLPSO\ QR DUJXDEOH SXEOLF ODZ HUURU KHUH. 

*URXQG 4 

261.  ,W LV VXEPLWWHG WKDW, LQ FRQFOXGLQJ WKDW WKH 1:5 6FKHPH FRXOG EH XQGHUWDNHQ ZLWKRXW 
D EUHDFK RI WKH 8.¶V REOLJDWLRQV XQGHU WKH $LU 4XDOLW\ 'LUHFWLYH, WKH 6HFUHWDU\ RI 6WDWH 
IDLOHG SURSHUO\ WR DSSO\ WKH SUHFDXWLRQDU\ SULQFLSOH DV VHW RXW LQ DUWLFOH 1�1(2) RI WKH 
7UHDW\ RQ WKH )XQFWLRQLQJ RI WKH (XURSHDQ 8QLRQ ± EXW UDWKHU DSSOLHG RSWLPLVWLF 
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DVVXPSWLRQV WKDW WKH &$= LQLWLDWLYH LQ WKH $43 2017 ZLOO EH IXOO\ LPSOHPHQWHG DQG 
ZLOO EH HIIHFWLYH, DQG WKDW WKH VXUIDFH DFFHVV PLWLJDWLRQ ZLOO EH HIIHFWLYH. 0U -DIIH\ 
VXEPLWWHG WKDW WKH 6HFUHWDU\ RI 6WDWH RXJKW WR KDYH FRQVLGHUHG ZKHWKHU, RQ WKH EDVLV RI 
WKH REMHFWLYH LQIRUPDWLRQ, WKH ULVN RI EUHDFK RI WKH DLU TXDOLW\ UHTXLUHPHQWV FRXOG EH 
H[FOXGHG WR D KLJK VWDQGDUG RI FHUWDLQW\. )DU IURP GRLQJ VR, KH GHVLJQDWHG D SROLF\ 
ZKLFK ZLOO SUREDEO\ OHDG WR D IDLOXUH WR FRPSO\ ZLWK DLU TXDOLW\ UHTXLUHPHQWV IURP LWV 
SURSRVHG RSHQLQJ GDWH LQ 2026. 

262.  ,Q VXSSRUW RI WKDW FRQWHQWLRQ, 0U -DIIH\ UHOLHG XSRQ SDUDJUDSK 7.4.88 RI WKH $R6 (TXRWHG 
DW SDUDJUDSK 248 DERYH), WR WKH HIIHFW WKDW, LQ WKH SHULRG 2026-30, WKH ULVN RI DQ LPSDFW 
RQ FRPSOLDQFH ZLWK OLPLW YDOXHV LV ³KLJK´ ZKLFK (KH VXEPLWWHG) LV GHILQHG LQ 7DEOH 3.2 
DV ³H.J. !80% H.J. KLJKO\ OLNHO\ WKDW D UHFHSWRU ZLOO EH DIIHFWHG RU HIIHFW ZLOO RFFXU 
EDVHG RQ DYDLODEOH HYLGHQFH´. 7R DGRSW D SROLF\ ZLWK VXFK D ULVN RI EUHDFK ZDV QRW 
RQO\ FRQWUDU\ WR WKH SUHFDXWLRQDU\ SULQFLSOH, EXW DOVR (0U -DIIH\ VXEPLWWHG) LUUDWLRQDO 
(L.H. *URXQG 5� VHH SDUDJUDSKV 266-268 EHORZ). 

263.  +RZHYHU, LQ  RXU YLHZ, WKH VXEPLVVLRQ  WKDW WKHUH ZDV D EUHDFK RI  WKH SUHFDXWLRQDU\ 
SULQFLSOH ± QRW SUHVVHG EHIRUH XV ZLWK DQ\ HQWKXVLDVP E\ 0U -DIIH\ ± KDV QR IRUFH.   

264.  :H DUH XQFRQYLQFHG WKDW WKH ³GHILQLWLRQ´ UHOLHG XSRQ E\ 0U -DIIH\ DSSOLHV WR ³ULVN´ LQ 
SDUDJUDSK 7.4.88, EHFDXVH (D) WKH GHILQLWLRQ LV RI ³SUREDELOLW\´ QRW ³ULVN´ (ZKLFK LV 
³GHILQHG´ HOVHZKHUH LQ WKH VDPH WDEOH DV ³WKH WKUHDW RI KDUP RU GDPDJH WR UHFHSWRUV LV 
VWDWHG LQ WH[W ZKHUH ULVN KDV EHHQ LGHQWLILHG´), DQG (LL) ZH IRXQG FRPSHOOLQJ 0U 
0DXULFL¶V VXEPLVVLRQ WKDW ³ULVN´ KHUH ZDV D UHIHUHQFH WR WKH WHUP DV XVHG LQ WKH :63 
2FWREHU 2017 $4 5H-DQDO\VLV, L.H. GHILQHG E\ UHIHUHQFH WR ³KHDGURRP´ ZLWK ³KLJK ULVN´ 
RI H[FHHGDQFHV H[LVWLQJ ZKHQ PRGHOOHG FRQFHQWUDWLRQV IDOO ZLWKLQ 10% RI WKH OLPLW 
YDOXH (VHH SDUDJUDSKV 243-245 DERYH). 1HYHUWKHOHVV, ZH DFFHSW WKDW WKDW GRHV QRW LQ 
LWVHOI GLVSRVH RI WKH JURXQG� KRZHYHU LW LV GHILQHG, RQ WKH EDVLV RI WKH PRGHOOLQJ HWF 
WKHUH LV D ³KLJK ULVN´ RI H[FHHGDQFH. 

265.  +RZHYHU, GHVSLWH WKDW ULVN DV LGHQWLILHG E\ WKH PRGHOOLQJ, WKHUH LV QR SRVVLELOLW\ RI WKHUH 
EHLQJ D EUHDFK RI WKH DLU TXDOLW\ UHTXLUHPHQWV XQGHU WKH $136 LQ SUDFWLFH, EHFDXVH WKH 
SROLF\ LWVHOI H[SUHVVO\ SURYLGHV WKDW ³H[SDQVLRQ PXVW EH GHOLYHUDEOH« LQ DFFRUGDQFH 
ZLWK OHJDO REOLJDWLRQV RQ DLU TXDOLW\´ (SDUDJUDSK 2.8)� ³LQ RUGHU WR JUDQW GHYHORSPHQW 
FRQVHQW, WKH 6HFUHWDU\ RI 6WDWH ZLOO QHHG WR EH VDWLVILHG WKDW, ZLWK PLWLJDWLRQ, WKH VFKHPH 
ZRXOG EH FRPSOLDQW ZLWK OHJDO REOLJDWLRQV WKDW SURYLGH IRU WKH SURWHFWLRQ RI KXPDQ 
KHDOWK DQG WKH HQYLURQPHQW´ (SDUDJUDSK 5.42)� DQG, PRVW VWDUNO\, ³IDLOXUH WR 
GHPRQVWUDWH >WKDW WKH VFKHPH ZLOO QRW DIIHFW WKH 8.¶V DELOLW\ WR FRPSO\ ZLWK OHJDO 
REOLJDWLRQV@ ZLOO UHVXOW LQ UHIXVDO RI GHYHORSPHQW FRQVHQW´ (SDUDJUDSK 5.32). %HIRUH XV, 
LW ZDV FRPPRQ JURXQG WKDW WKH UHTXLUHPHQW LQ SDUDJUDSK 5.32 GUHZ ³WKH UHGGHVW RI UHG 
OLQHV´� LW LV DQ DEVROXWH UHTXLUHPHQW, ZLWKRXW FDYHDW. 7KHUH LV WKXV QR VFRSH IRU WKH 
H[HUFLVH RI WKH SUHFDXWLRQDU\ SULQFLSOH.  7KHUH LV QR ULVN� DV D SROLF\, WKH $136 FDQQRW 
UHVXOW LQ DQ\ SRVVLEOH EUHDFK RI WKH 8.¶V REOLJDWLRQV XQGHU WKH $LU 4XDOLW\ 'LUHFWLYH. 

*URXQG 5 

266.  3HUKDSV DSSUHFLDWLQJ WKDW WR EH WKH FDVH, EHIRUH XV 0U -DIIH\ IRFXVHG RQ KLV WKLUG JURXQG 
XQGHU WKLV KHDG, QDPHO\ WKDW LW ZDV LUUDWLRQDO IRU WKH 6HFUHWDU\ RI 6WDWH WR DGRSW DQG 
GHVLJQDWH D SROLF\ ZKLFK LV SUREDEO\ XQGHOLYHUDEOH.   
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267.  7KH ULVN DV WR GHOLYHUDELOLW\ RI FRXUVH GHULYHV, QRW IURP WKH 1:5 6FKHPH LWVHOI, EXW 
IURP WKH PRGHOOLQJ XQFHUWDLQWLHV LQ WKH $43 2017. $V ZH KDYH H[SODLQHG, WKH $43 
2017 LV QRW DVSLUDWLRQDO� LW LV UHTXLUHG WR GHOLYHU RXWFRPHV, LQ WKH IRUP RI UHGXFWLRQV LQ 
SROOXWDQWV WR $LU 4XDOLW\ 'LUHFWLYH OLPLW OHYHOV E\ D SDUWLFXODU GDWH. ,I LW WUDQVSLUHV RYHU 
WLPH WKDW WKH $43 2017 LV QRW XS WR WKDW WDVN, WKHQ WKHUH LV DQ REOLJDWLRQ WR YDU\ LW ± LQ 
DFFRUGDQFH ZLWK WKH SURFHGXUH VHW RXW LQ WKH 'LUHFWLYH ± WR HQVXUH WKDW LW GRHV. %RWK WKH 
&RPPLVVLRQ DQG WKH GRPHVWLF FRXUWV KDYH PDGH FOHDU WKDW WKH 8.¶V FRPPLWPHQW WR 
DFKLHYH WKH OLPLW OHYHO ZLOO EH HQIRUFHG. 

268.  %XW LQ DQ\ HYHQW, LQ RXU YLHZ, D SROLF\ ZKLFK PD\ QRW EH GHOLYHUDEOH LV QRW, E\ YLUWXH 
RI WKDW DORQH, LUUDWLRQDO. 7KHUH LV QR HYLGHQWLDO EDVLV IRU WKH VXEPLVVLRQ WKDW WKH SROLF\ 
LV FHUWDLQO\ QRW GHOLYHUDEOH. 'HOLYHUDELOLW\ ZLOO EH WHVWHG DW WKH '&2 VWDJH.  ,Q UHVSHFW 
RI WKH $136, JLYHQ WKDW WKH *DWZLFN 25 6FKHPH KDV EHHQ DVVHVVHG DV QRW IXOILOOLQJ WKH 
KXE SROLF\ REMHFWLYHV RI WKH *RYHUQPHQW ± DQG FDSDFLW\ REMHFWLYHV DORQH DUH 
LQVXIILFLHQW WR ZDUUDQW WKH EXLOGLQJ RI D VHFRQG UXQZD\ DW *DWZLFN ZKLFK ZRXOG OHDYH 
WKH UHTXLUHPHQW IRU KXE FDSDFLW\ XQIXOILOOHG DQG SRVVLEO\ GHHSHQHG ± D SROLF\ WR H[SDQG 
+HDWKURZ, RQ WHUPV ZKLFK PD\ EH H[WUHPHO\ FKDOOHQJLQJ IRU DSSOLFDQWV, LV FOHDUO\ QRW 
XQODZIXO RQ JURXQGV RI LUUDWLRQDOLW\. +$/ DQG DQ\ RWKHU '&2 DSSOLFDQWV ZLOO ZHOO 
DSSUHFLDWH WKH DLU TXDOLW\ FKDOOHQJH, DQG WKH QHHG WR VDWLVI\ WKH DLU TXDOLW\ UHTXLUHPHQWV 
RI WKH SROLF\ LQ DQ\ DSSOLFDWLRQ. 

*URXQG 6 

26�.  0U -DIIH\ VXEPLWWHG WKDW WKH 6HFUHWDU\ RI 6WDWH HUUHG LQ PDNLQJ XQMXVWLILHG DVVXPSWLRQV 
UHJDUGLQJ WKH GHOLYHUDELOLW\ RI SXEOLF WUDQVSRUW VFKHPHV (VXFK DV WKH :5/ DQG 65$) 
DQG WKH HIIHFWLYHQHVV RI &$= PHDVXUHV DV SDUW RI WKH $43 2017. 

270.  :H FDQ GHDO ZLWK WKLV JURXQG, ZKLFK LQ SDUW UHWUDFHV SDUWV RI *URXQGV 3 DQG 5, EULHIO\.  
:H GR QRW FRQVLGHU LW WR KDYH DQ\ IRUFH. 

271.  7KH 1:5 6FKHPH, LI LW SURFHHGV, ZLOO QRW SURYLGH DQ\ IXUWKHU DLUSRUW FDSDFLW\ XQWLO 
2026 DW WKH HDUOLHVW, DQG ZLOO GHOLYHU WKDW FDSDFLW\ WR 2060 DQG EH\RQG. /LNH WKH $&, 
WKH 6HFUHWDU\ RI 6WDWH WKXV KDG WR PDNH DVVHVVPHQWV DV WR IXWXUH FRQGLWLRQV.   

272.  :KHWKHU &$=V ZLOO EH HIIHFWLYH LQ /RQGRQ UHTXLUHV DQ H[HUFLVH RI MXGJPHQW. 2Q WKH 
EDVLV RI WKH DGYLFH KH KDV UHFHLYHG, WKH 6HFUHWDU\ RI 6WDWH ± OLNH WKH 0D\RU (VHH, H.J., 
2ZHQ, SDUDJUDSK �5) ± LV FRQILGHQW WKDW WKH\ ZLOO. ,Q DQ\ HYHQW, WKDW LV DQ DVVHVVPHQW 
PDGH E\ WKH 6HFUHWDU\ RI 6WDWH WKDW FDQQRW EH FKDOOHQJHG LQ WKLV FRXUW.   

273.  :LWK UHJDUG WR SXEOLF WUDQVSRUW LQIUDVWUXFWXUH, ZH KDYH GHDOW ZLWK WKLV LVVXH LQ UHODWLRQ 
WR WKH VXUIDFH DFFHVV JURXQGV. /HDYLQJ DVLGH DQ\ H[SDQVLRQ DW +HDWKURZ, WKH /RQGRQ 
WUDQVSRUW V\VWHP ZLOO UHTXLUH DGGLWLRQDO LQIUDVWUXFWXUH LQ WKH IRUP RI SURMHFWV VXFK DV 
WKH :5/ DQG 65$ E\ 2026.  ,W ZDV QRW DUJXDEO\ LUUDWLRQDO IRU WKH 6HFUHWDU\ RI 6WDWH WR 
SURFHHG RQ WKH EDVLV WKDW WKRVH VFKHPHV ± RU WKHLU HTXLYDOHQW ± ZLOO EH DYDLODEOH GXULQJ 
WKH HDUO\ OLIH RI WKH 1:5 6FKHPH LI LW SURFHHGV. ,I GHOLYHU\ RI WKRVH SXEOLF 
LQIUDVWUXFWXUH VFKHPHV LV GHOD\HG, WKHQ WKH 1:5 6FKHPH FDQ EH SKDVHG LQ DQG/RU WKH 
DSSOLFDQW ZLOO KDYH WR GHPRQVWUDWH KRZ RWKHU IRUPV RI PLWLJDWLRQ ZLOO HQDEOH LW WR 
FRPSO\ ZLWK WKH DLU TXDOLW\ UHTXLUHPHQWV VHW RXW LQ WKH $136. &RQWUDU\ WR WKH 
VXJJHVWLRQ WKDW GHOD\ LQ LPSOHPHQWLQJ WKH 1:5 6FKHPH PD\ UHQGHU LW ILQDQFLDOO\ QRQ-
YLDEOH, WKH HYLGHQFH LV WR WKH HIIHFW WKDW VHQVLWLYLW\ WHVWV KDYH VKRZQ WKDW SKDVLQJ LQ WKH 
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VFKHPH RYHU 10 \HDUV KDV RQO\ D VPDOO LPSDFW LQ WKLV UHJDUG FRPSDUHG ZLWK WKH FHQWUDO 
FDVH (-RQHV 2, SDUDJUDSK 32). 

274.  ,Q RXU YLHZ, WKLV JURXQG GRHV QRW VXEVWDQWLYHO\ DGG WR *URXQGV 3 DQG 5. ,Q DQ\ HYHQW, 
IRU WKH UHDVRQV ZH KDYH JLYHQ, ZH GR QRW FRQVLGHU WKDW LW KDV EHHQ PDGH JRRG. 

*URXQG 7 

275.  0U -DIIH\ VXEPLWWHG WKDW LW ZDV LUUDWLRQDO IRU WKH $136 QRW WR LGHQWLI\ WKH OHJDO WHVW IRU 
WKH DLU TXDOLW\ UHTXLUHPHQWV, JLYHQ WKDW (L) WKH SROLF\ LV EDVHG RQ WKH SURSRVLWLRQ WKDW WKH 
1:5 6FKHPH LV FDSDEOH RI EHLQJ GHOLYHUHG ZLWKLQ WKRVH UHTXLUHPHQWV DQG (LL) LW REOLJHV 
DQ\ DSSOLFDQW IRU D '&2 WR VDWLVI\ WKH 6HFUHWDU\ RI 6WDWH WKDW WKRVH UHTXLUHPHQWV ZRXOG 
EH PHW. 

276.  +RZHYHU, WKH DLU TXDOLW\ OHJDO UHTXLUHPHQWV DUH VHW RXW LQ WKH $LU 4XDOLW\ 'LUHFWLYH DQG 
5HJXODWLRQV. ,QVRIDU DV WKH VFRSH RI DQ\ RI WKH UHTXLUHPHQWV LV FRQWURYHUVLDO, WKH 
FRQVWUXFWLRQ RI WKH UHOHYDQW SURYLVLRQV LV D PDWWHU IRU WKH FRXUW QRW WKH 6HFUHWDU\ RI 
6WDWH. ,I WKH 6HFUHWDU\ RI 6WDWH ZHUH UHTXLUHG WR VHW RXW WKH PHDQLQJ RI WKH UHTXLUHPHQWV, 
KLV SDUDSKUDVH FRXOG QRW LQ DQ\ HYHQW EH DXWKRULWDWLYH. ,I WKHUH LV DQ\ FRQWURYHUV\ RYHU 
WKH VFRSH RI WKH UHTXLUHPHQWV, WKDW ZLOO EH HOLFLWHG (DQG, LI QHFHVVDU\, GHWHUPLQHG E\ WKLV 
FRXUW RQ MXGLFLDO UHYLHZ) DW WKH H[DPLQDWLRQ VWDJH RI WKH '&2, ZKHWKHU RU QRW WKH 
6HFUHWDU\ RI 6WDWH KDV VHW RXW KLV LQWHUSUHWDWLRQ RI WKH SURYLVLRQV LQ WKH SROLF\. )RU KLP 
WR VHW RXW WKDW LQWHUSUHWDWLRQ DW WKLV VWDJH ZRXOG WKHUHIRUH EH RWLRVH. 

277.  %XW LW ZRXOG DOVR EH LQVXIILFLHQW DQG PLVOHDGLQJ. 7R VDWLVI\ WKH SUHFDXWLRQDU\ SULQFLSOH, 
LW LV HVVHQWLDO WKDW DQ\ '&2 DSSOLFDQW VDWLVILHV WKH 6HFUHWDU\ RI 6WDWH WKDW WKH 1:5 
6FKHPH ZLOO QRW EUHDFK DQ\ DLU TXDOLW\ UHTXLUHPHQWV DV SURSHUO\ FRQVWUXHG, QRW DV 
FRQVWUXHG E\ WKH 6HFUHWDU\ RI 6WDWH. 

278.  ,Q UHVSHFW RI DLU TXDOLW\ UHTXLUHPHQWV, WKH $136 LV IRFXVHG RQ RXWFRPH QRW LQSXW.  
+RZHYHU, DV ZH KDYH H[SODLQHG, LW GHDOV ZLWK PDQ\ RWKHU DVSHFWV RI WKH VFKHPH LQ WKH 
VDPH ZD\. $V 0U 0DXULFL SRLQWHG RXW, LI WKLV JURXQG ZHUH JRRG, WKHQ WKH $136 ZRXOG 
KDYH WR VHW RXW WKH 6HFUHWDU\ RI 6WDWH¶V YLHZV RQ WKH UHTXLUHPHQWV RI DOO RI WKH UHOHYDQW 
(8 DQG OHJLVODWLYH VFKHPHV, VXFK DV WKDW UHODWLQJ WR FOLPDWH FRQWURO, 6($V DQG KDELWDWV.  
7KDW ZRXOG EH DQ H[WUDRUGLQDU\ UHVXOW. +RZHYHU, IRU WKH UHDVRQV ZH KDYH JLYHQ, WKDW LV 
QRW D OHJDO UHTXLUHPHQW. 

*URXQG 21� 0U 6SXUULHU¶V $LU 4XDOLW\ *URXQG 

27�.  0U 6SXUULHU VXEPLWWHG WKDW WKH GHVLJQDWLRQ RI WKH $136 UHOLHG XSRQ ZRUN E\ -DFREV 
FRPPLVVLRQHG E\ WKH $& ZKLFK FRQWDLQHG D IXQGDPHQWDO HUURU E\ UHVWULFWLQJ LWV 
³3ULQFLSDO 6WXG\ $UHD´ IRU JURXQG OHYHO SROOXWDQWV (LQFOXGLQJ JHQHULF QLWURJHQ R[LGHV 
(12;) DQG ILQH SDUWLFXODWHV) WR D 2NP UDGLXV URXQG WKH 1:5 6FKHPH ERXQGDU\. 

280.  +H UHOLHV RQ SDUDJUDSK 3.2 RI WKH -DFREV 0D\ 2015 $4 /RFDO $VVHVVPHQW, ZKLFK 
GHVFULEHV WKH VWXG\ DUHDV ZKLFK WKDW DVVHVVPHQW KDG FRQVLGHUHG� 

³7KH FRQWULEXWLRQ RI DLUSRUW HPLVVLRQV WR JURXQG-OHYHO SROOXWDQW 
FRQFHQWUDWLRQV IDOOV RII UDSLGO\ ZLWK LQFUHDVLQJ GLVWDQFH IURP WKH 
DLUSRUW ERXQGDU\ DQG LV YHU\ VPDOO EH\RQG D GLVWDQFH RI D IHZ 
NLORPHWUHV. 7KH µ3ULQFLSDO 6WXG\ $UHD¶ IRU HDFK 6FKHPH KDV 
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EHHQ VHOHFWHG WR IRFXV RQ VHQVLWLYH SURSHUWLHV DQG KDELWDWV OLNHO\ 
WR EH VXEVWDQWLDOO\ DIIHFWHG E\ WKH 6FKHPH DQG HQFRPSDVVHV D 
2NP UDGLXV DURXQG HDFK 6FKHPH ERXQGDU\. ,Q DGGLWLRQ, D µ:LGHU 
6WXG\ $UHD¶ KDV EHHQ GHILQHG IRU WKH DVVHVVPHQW RI SRWHQWLDO 
H[FHHGDQFHV RI WKH (8 /LPLW 9DOXHV (GHILQHG RQ 'HIUD IXWXUH 
SURMHFWLRQV) DQG IRU WKH SRWHQWLDO LPSDFWV RQ VHQVLWLYH 
HFRV\VWHPV. 7KLV :LGHU 6WXG\ $UHD LQFOXGHV DOO URDGV IRU ZKLFK 
D VXEVWDQWLDO FKDQJH LQ WUDIILF FKDUDFWHULVWLFV KDV EHHQ IRUHFDVW LQ 
WKH 2030 :LWK 6FKHPH VFHQDULR DQG KDV EHHQ EDVHG RQ FULWHULD 
LQ WKH +LJKZD\V $JHQF\ JXLGDQFH 'HVLJQ 0DQXDO IRU 5RDGV DQG 
%ULGJHV *XLGDQFH (+$207/07 $LU 4XDOLW\) DQG WKH >$&¶V@ WUDIILF 
FKDQJH FULWHULD VHW RXW ZLWKLQ WKH $SSUDLVDO )UDPHZRUN.´ 

281.  0U 6SXUULHU VXEPLWV WKDW WR OLPLW WKH DUHD RI VWXG\ LQ WKDW ZD\ ZDV D IXQGDPHQWDO HUURU, 
DV FRQILUPHG E\ WKUHH HPSLULFDO VWXGLHV SXEOLVKHG LQ 2014-16 ZKLFK (KH VXEPLWV) 
VXJJHVW WKDW DUHDV VXUURXQGLQJ DQ DLUSRUW DUH DIIHFWHG E\ ILQH SDUWLFXODWH PDWWHU 
(SDUWLFXODUO\ 8)3) XS WR 16NP DQG HYHQ XS WR 40NP DZD\.   

282.  +RZHYHU� 

L)  $V 0U 6SXUULHU UHDGLO\ DFFHSWV, KH KDV QR H[SHUWLVH LQ WKLV ILHOG.  7KH  
LGHQWLILFDWLRQ RI DUHDV RI VWXG\ LQ LWVHOI UHTXLUHG SURIHVVLRQDO MXGJPHQW, ZKLFK 
-DFREV H[HUFLVHG. 

LL)  :KDWHYHU WKH SUHFLVH ILJXUHV PLJKW EH, LW LV FOHDU WKDW WKH YDVW PDMRULW\ RI 
DGGLWLRQDO SROOXWDQW HPLVVLRQV IURP DLUFUDIW RFFXU ZLWKLQ 2NP RI WKH DLUSRUW (/RZ 
1, SDUDJUDSK 423). 7KDW LQIRUPHG WKH $SSUDLVDO )UDPHZRUN ZKLFK VWDWHG WKDW 
VSHFLILF RXWFRPHV RI WKH ³ORFDO DVVHVVPHQW´ ZHUH WR TXDQWLI\ SROOXWDQW 
FRQFHQWUDWLRQV DW ORFDWLRQV ³VXEVWDQWLDOO\ DIIHFWHG E\ WKH 6FKHPH´ (UHFLWHG LQ WKH 
([HFXWLYH 6XPPDU\ RI WKH -DFREV 0D\ 2015 $4 /RFDO $VVHVVPHQW).  $V  
SDUDJUDSK 3.2 RI WKH DVVHVVPHQW PDNHV FOHDU, WKH ³3ULQFLSDO 6WXG\ $UHD´ ZDV 
VHOHFWHG RQ WKDW EDVLV. ,W WKHUHIRUH FRPSOLHG ZLWK WKH $SSUDLVDO )UDPHZRUN, 
ZKLFK ZDV HVWDEOLVKHG RQO\ DIWHU FRQVLGHUDEOH FRQVXOWDWLRQ ± DQG LQ UHVSHFW RI  
ZKLFK QR FRPSODLQW LV PDGH. 

LLL)  $V WKH TXRWHG SDVVDJH DOVR PDNHV FOHDU, WKH 2NP UDGLXV DUHD ZDV QRW WKH RQO\ 
VWXG\ DUHD� WKHUH ZDV D :LGHU 6WXG\ $UHD IRU DVVHVVLQJ WKH HIIHFWV RI URDG WUDIILF.  
$OWKRXJK 0U 6SXUULHU IRFXVHV XSRQ WKH HIIHFWV RI SROOXWDQWV IURP DLUFUDIW 
WKHPVHOYHV, WKH $R6 ZKLFK DFFRPSDQLHG WKH $136 SURYLGHG D KLJK OHYHO 
DVVHVVPHQW RI WKH XQPLWLJDWHG DLU TXDOLW\ LPSDFWV DQG D TXDOLWDWLYH DVVHVVPHQW RI 
KHDOWK LPSDFWV RI WKH 1:5 6FKHPH EH\RQG WKH 2NP UDGLXV EXW, DV 0V /RZ 
H[SODLQV (/RZ 1, SDUDJUDSKV 421-425� DQG /RZ 2, SDUDJUDSKV 8-37), PRUH SUHFLVH 
TXDQWLILFDWLRQ FRXOG QRW EH GRQH DW WKLV VWDJH EHFDXVH LW ZRXOG EH GHSHQGHQW RQ 
PDWWHUV ZKLFK DUH XQFHUWDLQ DW WKLV VWDJH.  ,W ZLOO EH GHDOW ZLWK DW WKH '&2 VWDJH. 

LY)  7KHUH DUH FXUUHQWO\ QR OLPLW YDOXHV IRU 8)3V.  -DFREV FDQQRW EH FULWLFLVHG IRU QRW 
DGRSWLQJ D PHWKRG RI DVVHVVPHQW ZKLFK GLG QRW PDNH D SDUWLFXODU DVVHVVPHQW RI 
8)3V, DV RSSRVHG WR 302.5 (ZKLFK RI FRXUVH LQFOXGH 8)3V). 
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283.  7KLV JURXQG LV QRW DUJXDEOH. 7KH FKRLFH RI VWXG\ SDUDPHWHUV IRU WKH SXUSRVHV RI WKH 
$& DQG WKH $136 ZDV D PDWWHU RI DVVHVVPHQW DQG MXGJPHQW, DQG WKH 6HFUHWDU\ RI 
6WDWH¶V UHOLDQFH RQ -DFREV¶ DVVHVVPHQW LV FOHDUO\ QRW LUUDWLRQDO RU RWKHUZLVH XQODZIXO. 

&RQFOXVLRQ 

284.  )RU WKRVH UHDVRQV, WKH DQVZHU WR LVVXHV 4 DQG 5 LV ³1R´, WKH GHVLJQDWLRQ RI WKH $136 
ZDV QRW XQODZIXO E\ UHDVRQ RI� 

L)  UHOLDQFH RQ D IODZHG DQDO\VLV RI WKH VXUIDFH DFFHVV LPSDFWV RI WKH 1:5 6FKHPH� 

LL)  D IDLOXUH WR FRQVLGHU RU DSSO\ D ZRUVW-FDVH VFHQDULR ZKHQ DVVHVVLQJ ZKHWKHU WKH 
1:5 6FKHPH LV FDSDEOH RI EHLQJ GHOLYHUHG LQ FRPSOLDQFH ZLWK WKH $LU 4XDOLW\ 
'LUHFWLYH, DQG WKHUHE\ D IDLOXUH WR DSSO\ D SUHFDXWLRQDU\ DSSURDFK� 

LLL)  LW EHLQJ LUUDWLRQDO IRU WKH 6HFUHWDU\ RI 6WDWH WR KDYH GHVLJQDWHG WKH $136 ZKHQ 
KH NQHZ, RU RXJKW WR KDYH NQRZQ, WKDW ZHUH WKH 1:5 6FKHPH WR EH FRQVWUXFWHG 
WKHUH ZRXOG EH D KLJK ULVN WKDW REOLJDWLRQV XQGHU WKH $LU 4XDOLW\ 'LUHFWLYH ZLOO 
EH EUHDFKHG IURP 2026-30� 

LY)  WKH 6HFUHWDU\ RI 6WDWH KDYLQJ PDGH XQMXVWLILHG DVVXPSWLRQV DERXW WKH SRVVLELOLW\ 
RI PLWLJDWLQJ KDUP ZKHQ FRQFOXGLQJ WKDW WKH 1:5 6FKHPH ZDV FDSDEOH RI EHLQJ 
GHOLYHUHG FRPSDWLEO\ ZLWK DLU TXDOLW\ OHJDO REOLJDWLRQV� DQG/RU 

Y)  WKH 6HFUHWDU\ RI 6WDWH DFWLQJ LUUDWLRQDOO\ DQG/RU FRQWUDU\ WR DQ\ REOLJDWLRQV WR DFW 
WUDQVSDUHQWO\ WR JLYH UHDVRQV E\ IDLOLQJ WR VHW RXW WKH OHJDO WHVW IRU FRPSOLDQFH 
ZLWK WKH $LU 4XDOLW\ 'LUHFWLYH (LQFOXGLQJ WKH REOLJDWLRQ XQGHU $UWLFOH 12 WR 
HQGHDYRXU WR SUHVHUYH WKH EHVW DPELHQW DLU TXDOLW\ FRPSDWLEOH ZLWK VXVWDLQDEOH 
GHYHORSPHQW)� 

QRU GLG WKH $136 RWKHUZLVH EUHDFK DQ\ SURYLVLRQ RI WKH $LU 4XDOLW\ 'LUHFWLYH. 

285.  $OVR IRU WKRVH UHDVRQV, WKH DLU TXDOLW\ JURXQGV RI WKH +LOOLQJGRQ &ODLPDQWV (*URXQGV 
3-7) DQG 0U 6SXUULHU (*URXQG 21) IDLO. 

+DELWDWV�

,QWURGXFWLRQ 

286.  $UWLFOH 6(4) RI WKH (& &RXQFLO 'LUHFWLYH �2/43/((& RI 21 0D\ 1��2 RQ WKH 
FRQVHUYDWLRQ RI QDWXUDO KDELWDWV DQG RI ZLOG IDXQD DQG IORUD (³WKH +DELWDWV 'LUHFWLYH´ 
RU, LQ WKLV SDUW RI WKH MXGJPHQW, MXVW ³WKH 'LUHFWLYH´) SURYLGHV WKDW, LI LW FDQQRW EH 
HVWDEOLVKHG WKDW D SODQ RU SURMHFW ZLOO QRW DGYHUVHO\ DIIHFW WKH LQWHJULW\ RI D ³VSHFLDO DUHD 
RI FRQVHUYDWLRQ´ (³6$&´), WKH SODQ RU SURMHFW PD\ RQO\ SURFHHG ³LQ WKH DEVHQFH RI 
DOWHUQDWLYH VROXWLRQV´.  

287.  ,Q WKLV FRQWH[W, WKH $136 DFFHSWHG WKDW WKH 1:5 6FKHPH SRWHQWLDOO\ DIIHFWHG WKH 
LQWHJULW\ RI D QXPEHU RI 6$&V� EXW UHMHFWHG WKH *DWZLFN 25 6FKHPH DV DQ DOWHUQDWLYH 
WR WKDW VFKHPH.  ,W GLG VR IRU WZR PDLQ UHDVRQV. 
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L)  7KH 1:5 6FKHPH ZRXOG, EXW WKH *DWZLFN 25 6FKHPH ZRXOG QRW, PHHW ³WKH  
REMHFWLYHV RI WKH SODQ LQ UHODWLRQ WR PHHWLQJ WKH QHHG WR LQFUHDVH DLUSRUW FDSDFLW\ 
LQ WKH 6RXWK (DVW DQG PDLQWDLQLQJ WKH 8.¶V KXE VWDWXV´. 

LL)  7KH *DWZLFN 25 6FKHPH ZRXOG SRWHQWLDOO\ FDXVH KDUP WR DQ 6$& XSRQ ZKLFK D 
SULRULW\ VSHFLHV ZDV SUHVHQW. 

288.  ,W LV VXEPLWWHG RQ EHKDOI RI WKH +LOOLQJGRQ &ODLPDQWV WKDW (L) WKH 6HFUHWDU\ RI 6WDWH HUUHG 
LQ ODZ LQ FRQFOXGLQJ WKDW WKH *DWZLFN 25 6FKHPH ZRXOG QRW PHHW WKH REMHFWLYHV RI WKH 
SODQ (*URXQG 8.1)� DQG (LL) WKHUH ZDV QR HYLGHQFH WR VXSSRUW KLV FRQFOXVLRQ LQ UHVSHFW 
RI WKH KDUP WR DQ 6$& DIIHFWHG E\ WKH *DWZLFN 25 6FKHPH (*URXQG 8.2). ,W LV FRPPRQ 
JURXQG WKDW WKH +LOOLQJGRQ &ODLPDQWV QHHG WR VXFFHHG RQ ERWK OLPEV LQ RUGHU WR PDNH 
JRRG WKLV JURXQG RI FKDOOHQJH. 

7KH +DELWDWV 'LUHFWLYH 

28�.  7KH UHFLWDOV WR WKH +DELWDWV 'LUHFWLYH H[SODLQ WKDW RQH RI LWV REMHFWLYHV LV WR HQVXUH WKH 
UHVWRUDWLRQ RU PDLQWHQDQFH RI KDELWDWV DQG VSHFLHV RI FRPPXQLW\ LQWHUHVW DW ³D 
IDYRXUDEOH FRQVHUYDWLRQ VWDWXV´ DV GHILQHG LQ DUWLFOH 1 (H) DQG (L).  7KH KDELWDW W\SHV DQG 
VSHFLHV RI FRPPXQLW\ LQWHUHVW DUH OLVWHG LQ $QQH[HV ,, ,,, ,9 DQG 9 (DUWLFOH 1(F) DQG (J)).  
³3ULRULW\´ VSHFLHV DUH WKRVH LQGLFDWHG LQ $QQH[ ,, E\ DQ DVWHULVN, IRU WKH FRQVHUYDWLRQ 
RI ZKLFK WKH FRPPXQLW\ KDV ³SDUWLFXODU UHVSRQVLELOLW\´ (DUWLFOH 1(K)) DQG  IRU  ZKLFK  
WKHUH LV HQKDQFHG SURWHFWLRQ. $UWLFOH 1(O) GHILQHV ³VSHFLDO DUHDV RI FRQVHUYDWLRQ´. 

2�0.  $UWLFOH 2 SURYLGHV� 

³1. 7KH DLP RI WKLV 'LUHFWLYH VKDOO EH WR FRQWULEXWH WRZDUGV 
HQVXULQJ ELR-GLYHUVLW\ WKURXJK WKH FRQVHUYDWLRQ RI QDWXUDO 
KDELWDWV DQG RI ZLOG IDXQD DQG IORUD LQ WKH (XURSHDQ WHUULWRU\ RI 
WKH 0HPEHU 6WDWHV WR ZKLFK WKH 7UHDW\ DSSOLHV. 

2. 0HDVXUHV WDNHQ SXUVXDQW WR WKLV 'LUHFWLYH VKDOO EH GHVLJQHG 
WR PDLQWDLQ RU UHVWRUH, DW IDYRXUDEOH FRQVHUYDWLRQ VWDWXV, QDWXUDO 
KDELWDWV DQG VSHFLHV RI ZLOG IDXQD DQG IORUD RI &RPPXQLW\ 
LQWHUHVW. 

3. 0HDVXUHV WDNHQ SXUVXDQW WR WKLV 'LUHFWLYH VKDOO WDNH 
DFFRXQW RI HFRQRPLF, VRFLDO DQG FXOWXUDO UHTXLUHPHQWV DQG 
UHJLRQDO DQG ORFDO FKDUDFWHULVWLFV.´ 

2�1.  $UWLFOH 6(1) UHTXLUHV 0HPEHU 6WDWHV WR HVWDEOLVK QHFHVVDU\ FRQVHUYDWLRQ PHDVXUHV IRU 
6$&V, LQYROYLQJ LI QHFHVVDU\ ³DSSURSULDWH PDQDJHPHQW SODQV VSHFLILFDOO\ GHVLJQHG IRU 
WKH VLWHV«´. %\ DUWLFOH 6(2), 0HPEHU 6WDWHV DUH UHTXLUHG WR WDNH DSSURSULDWH VWHSV WR 
DYRLG ZLWKLQ WKH 6$&V (DPRQJVW RWKHU WKLQJV) WKH GHWHULRUDWLRQ RI QDWXUDO KDELWDWV DQG 
WKH KDELWDWV RI VSHFLHV. 

2�2.  7KLV JURXQG RI FKDOOHQJH IRFXVHV XSRQ DUWLFOH 6(3) DQG (4).   

2�3.  $UWLFOH 6(3) LPSRVHV WKH UHTXLUHPHQW WR XQGHUWDNH DQ DSSURSULDWH DVVHVVPHQW RI WKH 
LPSOLFDWLRQV RI DQ\ SODQ RU SURMHFW IRU DQ 6$& ZKLFK LW LV OLNHO\ WR DIIHFW VLJQLILFDQWO\�  
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³$Q\ SODQ RU SURMHFW QRW GLUHFWO\ FRQQHFWHG ZLWK RU QHFHVVDU\ WR 
WKH PDQDJHPHQW RI WKH VLWH EXW OLNHO\ WR KDYH D VLJQLILFDQW HIIHFW 
WKHUHRQ, HLWKHU LQGLYLGXDOO\ RU LQ FRPELQDWLRQ ZLWK RWKHU SODQV RU 
SURMHFWV, VKDOO EH VXEMHFW WR DSSURSULDWH DVVHVVPHQW RI LWV 
LPSOLFDWLRQV IRU WKH VLWH LQ YLHZ RI WKH VLWH¶V FRQVHUYDWLRQ 
REMHFWLYHV. ,Q WKH OLJKW RI WKH FRQFOXVLRQV RI WKH DVVHVVPHQW RI 
WKH LPSOLFDWLRQV IRU WKH VLWH DQG VXEMHFW WR WKH SURYLVLRQV RI 
SDUDJUDSK 4, WKH FRPSHWHQW QDWLRQDO DXWKRULWLHV VKDOO DJUHH WR WKH 
SODQ RU SURMHFW RQO\ DIWHU KDYLQJ DVFHUWDLQHG WKDW LW ZLOO QRW 
DGYHUVHO\ DIIHFW WKH LQWHJULW\ RI WKH VLWH FRQFHUQHG DQG, LI 
DSSURSULDWH, DIWHU KDYLQJ REWDLQHG WKH RSLQLRQ RI WKH JHQHUDO 
SXEOLF.´ 

,Q WKLV MXGJPHQW, ZH UHIHU WR WKH DVVHVVPHQW DV D ³+DELWDWV 5HJXODWLRQV $VVHVVPHQW´ 
(RU ³+5$´). 7KXV, WKH HIIHFW RI DUWLFOH 6(3) LV WKDW WKH 6HFUHWDU\ RI  6WDWH  DV WKH  
³FRPSHWHQW DXWKRULW\´ PD\ RQO\ GHVLJQDWH DQ 136 RU JUDQW D '&2 DIWHU DQ DSSURSULDWH 
+5$ KDV EHHQ SHUIRUPHG DQG, RQ WKH EDVLV RI WKDW DVVHVVPHQW, LI VDWLVILHG WKDW WKH 136 
RU '&2 ZRXOG QRW ³DGYHUVHO\ DIIHFW WKH LQWHJULW\´ RI DQ 6$&, VXEMHFW RQO\ WR WKH 
GHURJDWLRQ SURYLVLRQV LQ DUWLFOH 6(4). 

2�4.  7KH ILUVW SDUW RI DUWLFOH 6(4) SURYLGHV� 

³,I, LQ VSLWH RI D QHJDWLYH DVVHVVPHQW RI WKH LPSOLFDWLRQV IRU WKH 
VLWH DQG LQ WKH DEVHQFH RI DOWHUQDWLYH VROXWLRQV, D SODQ RU SURMHFW 
PXVW QHYHUWKHOHVV EH FDUULHG RXW IRU LPSHUDWLYH UHDVRQV RI 
RYHUULGLQJ SXEOLF LQWHUHVW, LQFOXGLQJ WKRVH RI D VRFLDO RU 
HFRQRPLF QDWXUH, WKH 0HPEHU 6WDWH VKDOO WDNH DOO FRPSHQVDWRU\ 
PHDVXUHV QHFHVVDU\ WR HQVXUH WKDW WKH RYHUDOO FRKHUHQFH RI 
1DWXUD 2000 LV SURWHFWHG.  ,W VKDOO LQIRUP WKH &RPPLVVLRQ RI WKH 
FRPSHQVDWRU\ PHDVXUHV DGRSWHG.´ 

³1DWXUD 2000´ LV D QHWZRUN RI SURWHFWHG DUHDV PDGH XS RI 6$&V DQG 6SHFLDO 3URWHFWLRQ 
$UHDV (³63$V´) GHVLJQDWHG XQGHU (& &RXQFLO 'LUHFWLYH 200�/147/(& (UHSODFLQJ (& 
&RXQFLO 'LUHFWLYH 7�/40�/((&) RQ WKH FRQVHUYDWLRQ RI ZLOG ELUGV (³WKH %LUGV 
'LUHFWLYH´). 

2�5.  7KH VHFRQG SDUW RI DUWLFOH 6(4) GHDOV ZLWK FDVHV ZKHUH D ³QHJDWLYH DVVHVVPHQW´ UHODWHV 
WR DQ 6$& ZKLFK KRVWV D SULRULW\ KDELWDW W\SH DQG/RU D SULRULW\ VSHFLHV� 

³:KHUH WKH VLWH FRQFHUQHG KRVWV D SULRULW\ QDWXUDO KDELWDW W\SH 
DQG/RU D SULRULW\ VSHFLHV, WKH RQO\ FRQVLGHUDWLRQV ZKLFK PD\ EH 
UDLVHG DUH WKRVH  UHODWLQJ WR  KXPDQ KHDOWK RU  SXEOLF VDIHW\, WR  
EHQHILFLDO FRQVHTXHQFHV RI SULPDU\ LPSRUWDQFH IRU WKH 
HQYLURQPHQW RU, IXUWKHU WR DQ RSLQLRQ IURP WKH &RPPLVVLRQ, WR 
RWKHU LPSHUDWLYH UHDVRQV RI RYHUULGLQJ SXEOLF LQWHUHVW.´ 

7KLV SURYLGHV DGGLWLRQDO SURWHFWLRQ ZKHUH SULRULW\ VSHFLHV DUH LQYROYHG E\ UHVWULFWLQJ 
WKH FRQVLGHUDWLRQV ZKLFK PD\ EH WDNHQ LQWR DFFRXQW. ,W LV VDLG WKDW ³LPSHUDWLYH UHDVRQV 
RI RYHUULGLQJ SXEOLF LQWHUHVW´ (³,523,´) FDQ RQO\ EH UHOLHG RQ ³IXUWKHU WR DQ RSLQLRQ 
IURP WKH &RPPLVVLRQ´.  +RZHYHU, LW LV FRPPRQ JURXQG EHIRUH XV WKDW WKH REWDLQLQJ RI 
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VXFK DQ RSLQLRQ LV D SURFHGXUDO VWHS, DQG WKDW WKH DSSURYDO RI WKH &RPPLVVLRQ LV QRW D 
SUH-FRQGLWLRQ WR VDWLVIDFWLRQ RI WKH ,523, WHVW.  :H DJUHH. 

2�6.  7KH +DELWDWV 'LUHFWLYH (ZLWK WKH %LUGV 'LUHFWLYH) KDV EHHQ WUDQVSRVHG LQWR GRPHVWLF 
ODZ E\ WKH &RQVHUYDWLRQ RI +DELWDWV DQG 6SHFLHV 5HJXODWLRQV 2017 (6, 2017 1R 1012) 
(³WKH +DELWDWV 5HJXODWLRQV´). 7KHVH UHSODFHG WKH &RQVHUYDWLRQ RI +DELWDWV DQG 6SHFLHV 
5HJXODWLRQV 200� (6, 200� 1R 4�0). ,W ZDV FRPPRQ JURXQG EHIRUH XV  DQG  
XQFRQWURYHUVLDO WKDW� 

L)  )RU WKH SXUSRVHV RI WKHVH SURFHHGLQJV, WKHUH ZDV QR PDWHULDO GLIIHUHQFH EHWZHHQ 
WKH WZR VHWV RI UHJXODWLRQV. 7KH SDUWLHV¶ VXEPLVVLRQV ZHUH EDVHG RQ WKH ODWHU 
UHJXODWLRQV DQG, ZKHUH QHFHVVDU\, LW LV WR WKRVH ZKLFK ZH ZLOO UHIHU LQ WKLV 
MXGJPHQW. 

LL)  +RZHYHU, HDFK VHW RI UHJXODWLRQV IXOO\ DQG SURSHUO\ LPSOHPHQWHG WKH 'LUHFWLYH. 
7KHUHIRUH, JHQHUDOO\, ZH ZLOO UHIHU WR WKH UHOHYDQW SURYLVLRQV RI WKH 'LUHFWLYH, 
UDWKHU WKDQ WKH WUDQVSRVLQJ UHJXODWLRQV. 

2�7.  $UWLFOHV 6(3) DQG (4) KDYH EHHQ WUDQVSRVHG E\ UHJXODWLRQV 63 DQG 64 RI WKH +DELWDWV 
5HJXODWLRQV� DQG, LQ WKLV SDUW RI WKH MXGJPHQW, ³DUWLFOH 6´ LV D UHIHUHQFH WR DUWLFOH 6 RI 
WKH +DELWDWV 'LUHFWLYH, DQG ³UHJXODWLRQV 63 DQG 64´ WR WKRVH UHJXODWLRQV LQ WKH +DELWDWV 
5HJXODWLRQV. 

2�8.  7KHUHIRUH, DV FDQ EH VHHQ, DUWLFOH 6(4) DOORZV GHURJDWLRQ IURP WKH UHTXLUHPHQWV RI DUWLFOH 
6(3), EXW VXEMHFW WR WKUHH WHVWV� 

L)  WKHUH PXVW EH QR ³DOWHUQDWLYH VROXWLRQ´� 

LL)  WKHUH PXVW EH ,523,� DQG 

LLL)  WKH 6HFUHWDU\ RI 6WDWH PXVW VHFXUH WKDW DQ\ QHFHVVDU\ FRPSHQVDWRU\ PHDVXUHV DUH 
WDNHQ WR HQVXUH WKDW WKH RYHUDOO FRKHUHQFH RI 1DWXUD 2000 LV SURWHFWHG.  

2��.  'XULQJ WKH FRXUVH RI RUDO VXEPLVVLRQV, DV ZH XQGHUVWRRG LW, LW EHFDPH FRPPRQ JURXQG 
WKDW, LI DQG ZKHQ D SODQ RU VFKHPH GRHV QRW TXDOLI\ DV DQ ³DOWHUQDWLYH VROXWLRQ´ ZLWKLQ 
WKH PHDQLQJ RI DUWLFOH 6(4), WKHQ LW GRHV QRW QHHG WR EH FRQVLGHUHG DQ\ IXUWKHU XQGHU WKH 
+DELWDWV 'LUHFWLYH. ,I LW LV SURSHUO\ DVVHVVHG DV QRW TXDOLI\LQJ DV DQ ³DOWHUQDWLYH 
VROXWLRQ´ EHIRUH DQ +5$ KDV EHHQ FRQGXFWHG, LW LV QRW QHFHVVDU\ IRU +DELWDWV 'LUHFWLYH 
SXUSRVHV WR FRQVLGHU WKDW SODQ RU VFKHPH LQ DQ\ ODWHU +5$ RU RWKHUZLVH DW DOO. ,W ZDV 
DOVR FRPPRQ JURXQG WKDW DUWLFOHV 6(3) DQG (4) LQYROYH DQ LWHUDWLYH SURFHVV, FHUWDLQO\ IRU 
SROLF\-PDNLQJ DV D SODQ SURFHHGV IURP DQ LQLWLDO GUDIW WKURXJK FRQVXOWDWLRQ WR LWV ILQDOO\ 
DGRSWHG IRUP� DQG, LQ WKDW LWHUDWLYH SURFHVV, VRPHWKLQJ ZKLFK LV FRQVLGHUHG E\ WKH 
FRPSHWHQW DXWKRULW\ WR EH DQ ³DOWHUQDWLYH VROXWLRQ´ DW RQH VWDJH PD\, LQ WKH OLJKW RI 
IXUWKHU LQIRUPDWLRQ DQG/RU DVVHVVPHQW,  SURSHUO\ FHDVH WR EH VR UHJDUGHG VXEVHTXHQWO\. 

300.  ,W VHHPV WKDW WKH WKUHH WHVWV ZH KDYH LGHQWLILHG DUH WR EH DSSOLHG VHTXHQWLDOO\, VR WKDW WKH 
VHFRQG WHVW ± WKH ,523, WHVW ± LV RQO\ UHDFKHG LI LW LV ILUVW GHPRQVWUDWHG WKDW WKHUH DUH QR 
³DOWHUQDWLYH VROXWLRQV´. 7KDW SURSRVLWLRQ ZDV SHUKDSV OHVV FOHDUO\ FRPPRQ JURXQG 
EHIRUH XV ± EXW LW FHUWDLQO\ DSSHDUV WR EH WKH YLHZ RI WKH (XURSHDQ &RPPLVVLRQ (VHH, 
H.J., *XLGDQFH 'RFXPHQW RQ $UWLFOH 6(4) RI WKH +DELWDWV 'LUHFWLYH �2/43/((& (-DQXDU\ 
2007) DW SDJH 4� DQG &RPPLVVLRQ 1RWLFH� 0DQDJLQJ 1DWXUD 2000 VLWHV� 7KH SURYLVLRQV 
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RI DUWLFOH 6 RI WKH +DELWDWV 'LUHFWLYH �2/43/((& (1RYHPEHU 2018)). +RZHYHU, ZH QHHG 
QRW IXUWKHU FRQVLGHU ZKHWKHU WKH VHTXHQWLDO DSSURDFK LV D FRUUHFW RU PDQGDWHG DSSURDFK, 
DV WKH LVVXH LV QRW GHWHUPLQDWLYH RI HLWKHU OLPE RI *URXQG 8.  

301.  :H ZLOO UHWXUQ WR WKH QDWXUH DQG VFRSH RI ³DOWHUQDWLYHV´ LQ WKLV FRQWH[W DIWHU ZH KDYH VHW 
WKH IDFWXDO VFHQH IRU WKLV JURXQG (VHH SDUDJUDSKV 332-343 DQG IROORZLQJ EHORZ). 

7KH $136 

302.  7KH ILUVW OLPE RI WKLV JURXQG RI FKDOOHQJH UHODWHV WR WKH EDVLV XSRQ ZKLFK WKH 6HFUHWDU\ 
RI 6WDWH GHFLGHG WKDW WKH *DWZLFN 25 6FKHPH ZDV QRW DQ ³DOWHUQDWLYH VROXWLRQ´ WR WKH 
1:5 6FKHPH, LQ SDUWLFXODU EHFDXVH LW ZRXOG QRW GHOLYHU WKH REMHFWLYH RI ³PDLQWDLQLQJ 
WKH 8.¶V KXE VWDWXV´. 7KH VHFRQG OLPE UHODWHV WR WKH FRQFOXVLRQ WKDW WKH *DWZLFN 25 
6FKHPH ZRXOG SRWHQWLDOO\ FDXVH KDUP WR D SDUWLFXODU 6$& XSRQ ZKLFK D SULRULW\ VSHFLHV 
ZDV SUHVHQW� DQG, WKHUHIRUH, DJDLQ, LW ZDV QRW DQ DOWHUQDWLYH WR WKH 1:5 6FKHPH.  $V LW 
ZDV QRW DQ DOWHUQDWLYH WR WKH 1:5 6FKHPH IRU HDFK RI WKHVH WZR UHDVRQV, LW LV VXEPLWWHG 
RQ EHKDOI RI WKH 6HFUHWDU\ RI 6WDWH WKDW WKHUH ZDV QR REOLJDWLRQ WR FRQVLGHU WKH *DWZLFN 
25 6FKHPH IXUWKHU LQ D +DELWDWV 'LUHFWLYH FRQWH[W.   

303.  7KH $136 GHDOV ZLWK WKH TXHVWLRQ RI WKH IDLOXUH RI WKH *DWZLFN 25 6FKHPH WR VDWLVI\ 
WKH SROLF\ REMHFWLYHV LQ SDUDJUDSK 1.32 (HPSKDVLV DGGHG)�  

³7KH VWUDWHJLF OHYHO >+5$@, FRQGXFWHG LQ DFFRUGDQFH ZLWK WKH 
&RQVHUYDWLRQ RI +DELWDWV DQG 6SHFLHV 5HJXODWLRQV 2010, 
FRQFOXGHG WKDW WKH SRWHQWLDO IRU WKH SUHIHUUHG VFKHPH WR KDYH 
DGYHUVH HIIHFWV RQ WKH LQWHJULW\ RI (XURSHDQ VLWHV IRU WKH SXUSRVHV 
RI $UWLFOH 6(3) RI WKH +DELWDWV 'LUHFWLYH FRXOG QRW EH UXOHG RXW.  
7KLV LV EHFDXVH PRUH GHWDLOHG SURMHFW GHVLJQ LQIRUPDWLRQ DQG 
GHWDLOHG SURSRVDOV IRU PLWLJDWLRQ DUH QRW SUHVHQWO\ DYDLODEOH DQG 
LQKHUHQW XQFHUWDLQWLHV H[LVW DW WKLV VWDJH. 7KH >$136@ KDV WKXV 
EHHQ FRQVLGHUHG LQ DFFRUGDQFH ZLWK $UWLFOH 6(4) RI WKH +DELWDWV 
'LUHFWLYH. &RQVLGHUDWLRQ KDV EHHQ JLYHQ WR DOWHUQDWLYH VROXWLRQV 
WR WKH SUHIHUUHG VFKHPH, DQG the conclusion has been reached 
that there are no alternatives that would deliver the objectives of 
the [ANPS] in relation to increasing airport capacity in the 
South East and maintaining the UK’s hub status. ,Q OLQH ZLWK 
$UWLFOH 6(4) RI WKH 'LUHFWLYH, WKH *RYHUQPHQW FRQVLGHUV that 
meeting the overall needs case for increased capacity and 
maintaining the UK’s hub status, as set out in chapter two, 
amount to imperative reasons of overriding public interest 
VXSSRUWLQJ LWV UDWLRQDOH IRU WKH GHVLJQDWLRQ RI WKH >$136@. $W 
GHWDLOHG GHVLJQ VWDJH, DQG LQ VR IDU DV LW PD\ EH QHFHVVDU\, WKH 
PDWWHUV VHW RXW LQ WKH $LUSRUWV 136 ZLOO EH UHOHYDQW WR 
GHWHUPLQLQJ ZKHWKHU WKHUH DUH DOWHUQDWLYH VROXWLRQV DQG 
LPSHUDWLYH UHDVRQV RI RYHUULGLQJ SXEOLF LQWHUHVW, SURYLGHG WKDW 
WKH GHVLJQ UHPDLQV FRQVLVWHQW ZLWK WKH REMHFWLYHV RI WKH 
>$136@.´ 

304.  3DUDJUDSK 1.32 UHIHUV WR WKH ³VWUDWHJLF OHYHO +5$´ WKDW KDG EHHQ SHUIRUPHG IRU WKH 
SXUSRVHV RI WKH $136. 3DUDJUDSK 1.33 H[SODLQV WKDW, ZKHQ DQ DSSOLFDWLRQ IRU 
GHYHORSPHQW FRQVHQW LV PDGH, D ³SURMHFW-OHYHO +5$´ ZLOO EH PDGH, EDVHG RQ WKH JUHDWHU 
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OHYHO RI LQIRUPDWLRQ ZKLFK ZLOO EH DYDLODEOH DW WKDW GHWDLOHG GHVLJQ VWDJH. 7KH SKUDVH 
³VWUDWHJLF OHYHO´ UHIOHFWV WKH IDFW WKDW D OHVVHU DPRXQW RI LQIRUPDWLRQ LV JHQHUDOO\ 
DYDLODEOH (DQG LQGHHG QHHGHG) ZKHQ SODQV RU SROLFLHV DUH GUDZQ XS LQ DGYDQFH RI D 
GHWDLOHG GHVLJQ SURSRVDO. 

305.  2WKHU SDUWV RI WKH $136 DOVR UHIHU WR WKH KXE SROLF\ REMHFWLYH. 3DUDJUDSK 1.3 UHFRUGV 
WKDW WKH $& KDG EHHQ HVWDEOLVKHG ³WR H[DPLQH WKH VFDOH DQG WLPLQJ RI DQ\ UHTXLUHPHQW 
IRU DGGLWLRQDO FDSDFLW\ WR PDLQWDLQ WKH 8.¶V SRVLWLRQ DV (XURSH¶V PRVW LPSRUWDQW 
DYLDWLRQ KXE«´ (VHH SDUDJUDSK 46 DERYH). 7KDW PDNHV FOHDU WKDW, IURP WKH RXWVHW, LW 
ZDV D FRUH SROLF\ REMHFWLYH WR PDLQWDLQ WKH 8.¶V KXE VWDWXV. &KDSWHU 2 RI WKH $136 
GHDOV ZLWK WKH QHHG IRU DGGLWLRQDO DLUSRUW FDSDFLW\. 7KH LPSRUWDQFH RI PDLQWDLQLQJ WKH 
8.¶V KXE UROH LV IXUWKHU DGGUHVVHG LQ SDUDJUDSKV 2.�-2.10, 2.13-2.14, 2.1� DQG 2.32-
2.33. 

306.  &KDSWHU 3 RI WKH $136 H[SODLQV ZK\ WKH 1:5 DW +HDWKURZ ZDV FKRVHQ E\ WKH 
*RYHUQPHQW DV LWV SUHIHUUHG VFKHPH. 7KDW WRR UHIHUV WR WKH KXE SROLF\ REMHFWLYH.  
3DUDJUDSK 3.18-3.1� VWDWH (DJDLQ, HPSKDVLV DGGHG)�  

³3.18 +HDWKURZ $LUSRUW LV EHVW SODFHG WR DGGUHVV WKLV QHHG E\ 
SURYLGLQJ WKH ELJJHVW ERRVW WR WKH 8.¶V LQWHUQDWLRQDO 
FRQQHFWLYLW\. +HDWKURZ $LUSRUW LV RQH RI WKH ZRUOG¶V PDMRU KXE 
DLUSRUWV, VHUYLQJ DURXQG 180 GHVWLQDWLRQV ZRUOGZLGH ZLWK DW OHDVW 
D ZHHNO\ VHUYLFH, LQFOXGLQJ D GLYHUVH QHWZRUN RI RQZDUG IOLJKWV 
DFURVV WKH 8. DQG (XURSH. %XLOGLQJ RQ WKLV EDVH, H[SDQVLRQ DW 
+HDWKURZ $LUSRUW ZLOO PHDQ LW ZLOO FRQWLQXH WR DWWUDFW D JURZLQJ 
QXPEHU RI WUDQVIHU SDVVHQJHUV, SURYLGLQJ WKH DGGHG GHPDQG WR 
PDNH PRUH URXWHV YLDEOH. ,Q SDUWLFXODU, WKLV LV H[SHFWHG WR OHDG 
WR PRUH ORQJ-KDXO IOLJKWV DQG FRQQHFWLRQV WR IDVW-JURZLQJ 
HFRQRPLHV, KHOSLQJ WR VHFXUH WKH 8.¶V VWDWXV DV D JOREDO DYLDWLRQ 
KXE, DQG HQDEOLQJ LW WR SOD\ D FUXFLDO UROH LQ WKH JOREDO HFRQRP\. 

3.1� %\ FRQWUDVW, expansion at Gatwick Airport would not 
enhance, and would consequently threaten, the UK’s global 
aviation hub status. Gatwick Airport would largely remain a 
point to point airport, attracting very few transfer passengers. 
+HDWKURZ $LUSRUW ZRXOG FRQWLQXH WR EH FRQVWUDLQHG, 
RXWFRPSHWHG E\ FRPSHWLWRU KXEV ZKLFK OXUH DZD\ WUDQVIHU 
SDVVHQJHUV, IXUWKHU ZHDNHQLQJ WKH UDQJH DQG IUHTXHQF\ RI YLDEOH 
URXWHV. $W WKH 8. OHYHO, WKHUH ZRXOG EH VLJQLILFDQWO\ IHZHU ORQJ 
KDXO IOLJKWV LQ FRPSDULVRQ WR WKH SUHIHUUHG VFKHPH, ZLWK ORQJ 
KDXO GHVWLQDWLRQV VHUYHG OHVV IUHTXHQWO\. ([SDQVLRQ DW +HDWKURZ 
$LUSRUW LV WKH EHWWHU RSWLRQ WR HQVXUH WKH QXPEHU RI VHUYLFHV RQ 
H[LVWLQJ URXWHV LQFUHDVHV DQG DOORZV DLUOLQHV WR RIIHU PRUH 
IUHTXHQW QHZ URXWHV WR YLWDO HPHUJLQJ PDUNHWV.´ 

307.  0U -DIIH\ VXEPLWWHG WKDW LW ZDV LPSRUWDQW WR VHH WKHVH SDUWV RI WKH $136 LQ WKHLU FRQWH[W, 
DQG QRWDEO\ LQ WKH FRQWH[W RI WKH PDWHULDO UHODWLQJ WR WKH 6HFUHWDU\ RI 6WDWH¶V VHFRQG 
JURXQG IRU UHMHFWLQJ WKH *DWZLFN 25 6FKHPH ZKLFK FRQFHUQHG WKH HIIHFWV RI WKH 
H[SDQVLRQ RI *DWZLFN XSRQ D SDUWLFXODU 6$&. ,Q SDUWLFXODU, KH UHOLHG XSRQ D VXEPLVVLRQ 
E\ FLYLO VHUYDQWV ZLWKLQ WKH $LUSRUW &DSDFLW\ 3ROLF\ 'LUHFWRUDWH  RI WKH 'I7 WR  WKH  
6HFUHWDU\ RI 6WDWH RQ 25 6HSWHPEHU 2017 ZKLFK VXPPDULVHG NH\ SDUWV RI WKH ³GUDIW 



� �
�

�

�

 
  

   

�   
   

   

 

  
 

�  

   
 

 

�
  

 
 

  

�
 

 
 

  
  

�  
  

    

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

VWUDWHJLF OHYHO´ +5$ SXEOLVKHG LQ )HEUXDU\ 2017 DORQJVLGH WKH GUDIW $136 IRU 
FRQVXOWDWLRQ SXUSRVHV. $W VL[ VLWHV, WKH H[SHFWHG KDUP UHODWHG WR LQFUHDVHG OHYHOV RI 
12; FDXVHG E\ WUDIILF. $W WKH UHPDLQLQJ WZR VLWHV, SURWHFWHG VSHFLHV RI ELUG ZHUH 
H[SHFWHG WR EH DGYHUVHO\ DIIHFWHG E\ PDWWHUV VXFK DV QRLVH, YLVXDO GLVWXUEDQFH DQG 
UHGXFWLRQ LQ KDELWDW. 

308.  7KH VXEPLVVLRQ GRFXPHQW H[SODLQHG WKDW, EHFDXVH LW KDG QRW EHHQ SRVVLEOH  DW WKLV  
SROLF\-PDNLQJ VWDJH WR H[FOXGH WKH SRVVLELOLW\ RI DGYHUVH HIIHFWV RI WKH 1:5 6FKHPH 
RQ (XURSHDQ VLWHV, DQ DVVHVVPHQW KDG EHHQ PDGH RI SRWHQWLDO ³DOWHUQDWLYH VROXWLRQV´.  
,QFUHDVHG FDSDFLW\ DW *DWZLFN ZRXOG JHQHUDWH DGGLWLRQDO WUDIILF ZKLFK ZDV H[SHFWHG WR 
KDYH DGYHUVH HIIHFWV RQ WZR (XURSHDQ SURWHFWHG VLWHV, WKH $VKGRZQ )RUHVW 63$/6$& 
DQG WKH 0ROH *DS WR 5HLJDWH (VFDUSPHQW 6$&, E\ FDXVLQJ LQFUHDVHV LQ 12; OHYHOV. 
7KH ODWWHU VLWH LV LPSRUWDQW IRU ZLOG RUFKLGV, DQG WKHUHIRUH WUHDWHG XQGHU WKH +DELWDWV 
'LUHFWLYH DV D SULRULW\ KDELWDW UHTXLULQJ HQKDQFHG SURWHFWLRQ. &RQVHTXHQWO\ WKH 
*DWZLFN 25 6FKHPH ³ZDV GLVFRXQWHG DV DQ DOWHUQDWLYH VROXWLRQ´. 

30�.  7KDW, RI FRXUVH, ZDV RQO\ D VXPPDU\. 7KH DVVHVVPHQW SXEOLVKHG IRU FRQVXOWDWLRQ LQ 
)HEUXDU\ 2017 KDG VDLG WKDW EDVHG RQ WKH LQIRUPDWLRQ DYDLODEOH DW WKDW VWDJH, LW KDG QRW 
EHHQ SRVVLEOH WR LGHQWLI\ DOWHUQDWLYHV WR WKH SUHIHUUHG 1:5 6FKHPH.   ,Q UHODWLRQ WR WKH 
*DWZLFN 25 6FKHPH, WKDW FRQFOXVLRQ ZDV EDVHG XSRQ WKH DVVHVVPHQW WKDW WKH LPSDFWV 
RQ WKH 0ROH *DS WR 5HLJDWH (VFDUSPHQW 6$& FRXOG QRW EH GLVFRXQWHG, DQG WKDW DQ 
RSLQLRQ ZRXOG QHHG WR EH REWDLQHG IURP WKH (XURSHDQ &RPPLVVLRQ RQ WKH DSSOLFDWLRQ 
RI WKH ,523, WHVW. 

310.  3DUDJUDSK 11 RI WKH VXEPLVVLRQ WR WKH 6HFUHWDU\ RI 6WDWH DGYLVHG WKDW, LI WKH SURSRVHG 
SROLF\ VWDWHPHQW ZRXOG DGYHUVHO\ DIIHFW WKH LQWHJULW\ RI D (XURSHDQ VLWH, WKHQ, XQGHU WKH 
+DELWDWV 5HJXODWLRQV, WKH 6HFUHWDU\ RI 6WDWH ZRXOG KDYH WR FRQVLGHU ZKHWKHU DQ\ 
³DOWHUQDWLYH VROXWLRQV´ H[LVW ZKLFK ZRXOG EH OHVV GDPDJLQJ. 3DUDJUDSK 13 VXJJHVWHG 
WKDW WKH DVVHVVPHQW RI DOWHUQDWLYH VROXWLRQV QHHGHG WR EH PDGH, DJDLQVW QRW RQO\ WKH 
REMHFWLYH RI LQFUHDVLQJ DLUSRUW FDSDFLW\ LQ WKH 6RXWK (DVW (DV VWDWHG KLWKHUWR LQ WKH GUDIW 
+5$ SXEOLVKHG LQ )HEUXDU\ 2017), EXW ³DOVR WKH REMHFWLYH RI PDLQWDLQLQJ WKH 8.¶V KXE 
VWDWXV´. 2I WKDW, WKH VXEPLVVLRQ VDLG�  

³7KLV LV DOVR DQ LPSRUWDQW REMHFWLYH DQG RQH ZKLFK KDV EHHQ 
LQFOXGHG D QXPEHU RI WLPHV LQ WKH GUDIW >$136@ DQG RWKHU 
JRYHUQPHQW DQQRXQFHPHQWV.´ 

311.  3DUDJUDSK 14 GHVFULEHG WKH HIIHFW RI DGGLQJ WKLV REMHFWLYH RQ WKH LGHQWLILFDWLRQ RI 
³DOWHUQDWLYH VROXWLRQV´� 

³7KH *RYHUQPHQW KDV DOUHDG\ VWDWHG WKDW RQO\ H[SDQVLRQ DW 
+HDWKURZ $LUSRUW ZLOO PDLQWDLQ WKH 8.¶V KXE VWDWXV. :H GR QRW 
WKHUHIRUH FRQVLGHU WKDW H[SDQVLRQ DW *DWZLFN LV DQ DOWHUQDWLYH 
VROXWLRQ WR WKH *RYHUQPHQW¶V SUHIHUUHG VFKHPH EHFDXVH LW FDQQRW 
PHHW WKLV REMHFWLYH� DV DOUHDG\ VWDWHG LQ WKH GUDIW >$136@, 
H[SDQVLRQ DW *DWZLFN $LUSRUW ZRXOG QRW HQKDQFH, EXW 
FRQVHTXHQWO\ WKUHDWHQ WKH 8.¶V JOREDO DYLDWLRQ KXE VWDWXV.´ 

312.  7KH VXEPLVVLRQ ZDV FOHDU DV WR WKH SRVVLEOH HIIHFWV RI DGGLQJ WKH KXE REMHFWLYH WR WKH 
UHDVRQ IRU UHMHFWLQJ WKH *DWZLFN 25 6FKHPH DV DQ DOWHUQDWLYH WR WKH 1:5 6FKHPH IRU 
+DELWDWV 'LUHFWLYH SXUSRVHV. 3DUDJUDSK 24 SRLQWHG RXW WKDW WKH 6HFUHWDU\ RI 6WDWH ZRXOG 
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IDFH D VLJQLILFDQW ULVN RI VHYHUH FULWLFLVP WKDW KH KDG LGHQWLILHG D IXUWKHU UHDVRQ QRW WR 
WUHDW WKH *DWZLFN VFKHPH DV DQ DOWHUQDWLYH WR H[SDQVLRQ DW +HDWKURZ. 7KHUH ZRXOG EH 
D SHUFHSWLRQ (LW VDLG) WKDW WKH FKDQJH ZDV RQO\ EHLQJ PDGH EHFDXVH ³*DWZLFN $LUSRUW 
KDYH SURYLGHG VWURQJ HYLGHQFH WR VKRZ WKDW WKHLU VFKHPH ZLOO EH OHVV GDPDJLQJ 
HFRORJLFDOO\, DQG WKHUHIRUH WKH >1:5@ 6FKHPH FRXOG QRW EH DSSURYHG LQ FRPSOLDQFH 
ZLWK WKH +DELWDWV 5HJXODWLRQV´. 7KH GRFXPHQW DOVR DFNQRZOHGJHG D ULVN RI DFFXVDWLRQV 
EHLQJ PDGH RI SUH-GHWHUPLQDWLRQ (SDUDJUDSK 25).  3DUDJUDSK 26 VWDWHG� 

³7KH DUJXPHQW WKDW *DWZLFN GRHV QRW PHHW WKH µKXE VWDWXV¶ 
REMHFWLYH LV DOVR OLNHO\ WR EH VWURQJO\ FKDOOHQJHG HVSHFLDOO\ JLYHQ 
WKH XSGDWHG SDVVHQJHU GHPDQG IRUHFDVWV DQG WKH VWUHQJWKHQHG 
HFRQRPLF FDVH IRU H[SDQVLRQ DW WKH 8.¶V VHFRQG ELJJHVW 
DLUSRUW.´ 

313. $QQH[ ' WR WKH VXEPLVVLRQ H[SODLQHG WKH WKLQNLQJ LQ VOLJKWO\ JUHDWHU GHWDLO� 

³1. ,I ZH ZHUH WR PDLQWDLQ WKH FXUUHQW DSSURDFK LQ WKH GUDIW 
+5$, *RYHUQPHQW'V SRVLWLRQ ZRXOG UHPDLQ WKDW WKH *DWZLFN >25 
6FKHPH@ LV QRW DQ DOWHUQDWLYH VROXWLRQ WR WKH >1:5 6FKHPH@ 
XQGHU WKH +DELWDWV 'LUHFWLYH IURP DQ HFRORJLFDO SHUVSHFWLYH, EXW 
LW ZRXOG EH DVVXPHG WR EH DQ DOWHUQDWLYH VROXWLRQ LQ UHVSHFW RI 
PHHWLQJ WKH RYHUDOO REMHFWLYHV RI WKH SODQ.´ 

³4. $V SDUW RI LWV UHVSRQVH WR WKH FRQVXOWDWLRQ, >*$/@ KDV 
XQGHUWDNHQ LWV RZQ DVVHVVPHQW RI LWV VFKHPH, ZKLFK FRQFOXGHV 
WKDW EDVHG RQ LWV RZQ FRQVXOWDQWV¶ PRGHOOLQJ WKHUH ZRXOG EH QR 
VLJQLILFDQW LQFUHDVH LQ 12[ FRQFHQWUDWLRQ DW WKH VLWH, HYHQ DW WKH 
FORVHVW SRLQW WR WKH 025 (MXQFWLRQV 8 DQG �). *$/ DOVR VWDWH WKDW 
WKH >1:5 6FKHPH@ ZRXOG FUHDWH LQFUHDVHG WUDIILF RQ WKLV VDPH 
VHFWLRQ RI WKH PRWRUZD\, WKHUHIRUH LI WKH *DWZLFN 6HFRQG 
5XQZD\ LV FRQVLGHUHG WR DGYHUVHO\ LPSDFW WKH 6$& VR WRR ZRXOG 
WKH >1:5 6FKHPH@. 7KH GUDIW +5$ VFUHHQLQJ SURFHVV GLG QRW 
FRQVLGHU WKH 6$& WR EH ZLWKLQ WKH ]RQH RI LQIOXHQFH RI WKH >1:5 
6FKHPH@.´ 

³5. :KLOVW LW LV OLNHO\ WKDW DLU TXDOLW\ SURMHFWLRQV IRU ERWK WKHVH 
VFKHPHV ZLOO LPSURYH IROORZLQJ LPSOHPHQWDWLRQ RI WKH 
*RYHUQPHQW¶V XSGDWHG >$43@, JLYHQ WKH *DWZLFN >25 6FKHPH@ 
RQO\ DIIHFWV WZR VLWHV DQG RQO\ RQ DLU TXDOLW\ JURXQGV, LW LV 
SRVVLEOH WKDW *$/ ZRXOG EH DEOH WR GHPRQVWUDWH QR OLNHO\ 
LPSDFWV RQ WKHVH VLWHV. ,I WKDW ZHUH WKH FDVH, *RYHUQPHQW ZRXOG 
KDYH QR RSWLRQ XQGHU WKH +DELWDWV 5HJXODWLRQV EXW WR FKRRVH WKH 
*DWZLFN >25 6FKHPH@ DV LW ZRXOG EH DVVXPHG WR PHHW WKH SODQ¶V 
REMHFWLYHV.´ 

6. 2XU RZQ FRQVXOWDQWV (:63) KDYH FRQGXFWHG D UHYLHZ RI 
*$/¶V FULWLTXH RI RXU GUDIW +5$ DQG GHWHUPLQHG WKDW WKH 
FRQFOXVLRQV PDGH LQ WKH GUDIW +5$ DUH YDOLG DQG LQ DFFRUGDQFH 
ZLWK WKH GDWD DYDLODEOH DW WKH WLPH RI WKH DVVHVVPHQW.´ 
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314.  7KH 6HFUHWDU\ RI 6WDWH DSSURYHG WKH UHFRPPHQGDWLRQ, DQG WKH DPHQGHG +5$ DQG DQ 
DPHQGHG $136 ZHUH SXEOLVKHG IRU FRQVXOWDWLRQ LQ 2FWREHU 2017. 

7KH 1DWXUH RI WKH &ODLP 

315.  0U -DIIH\ VXJJHVWHG PRUH WKDQ RQFH GXULQJ KLV RUDO VXEPLVVLRQV WKDW WKH +5$ ZDV RQO\ 
DPHQGHG WR DGG WKH ³KXE REMHFWLYH´ DW WKH SRLQW ZKHQ 0LQLVWHUV ZHUH DGYLVHG WKDW WKH 
LQLWLDO JURXQG IRU UHMHFWLQJ WKH *DWZLFN 25 6FKHPH DV DQ DOWHUQDWLYH XQGHU WKH +DELWDWV 
'LUHFWLYH (WKH HIIHFW RQ WKH 0ROH *DS WR 5HLJDWH (VFDUSPHQW 6$&) KDG WXUQHG RXW WR 
EH D ³EDG RQH RQ WKH HYLGHQFH´ (VHH, H.J., 7UDQVFULSW, 'D\ 1 SDJH 102). 6LPLODUO\, KH 
VXEPLWWHG WKDW WKH ³KXE REMHFWLYH´ DUJXPHQW DSSHDUHG LQ ³YHU\ FXULRXV DQG ODWH 
FLUFXPVWDQFHV´� ³LW DSSHDUHG DQG ZDV DGRSWHG RQO\ EHFDXVH WKH 6HFUHWDU\ RI 6WDWH¶V 
RULJLQDO UHDVRQV IRU EHLQJ DEOH WR DYRLG WKH FRQVLGHUDWLRQ RI *DWZLFN DV DQ DOWHUQDWLYH 
KDG FROODSVHG LQ WKH IDFH RI WKH HYLGHQFH´ RU ³WKH DUJXPHQWV DUH EHLQJ EDNHG LQ RUGHU 
WR VHFXUH WKH GHVLUHG RXWFRPH´ (7UDQVFULSW, 'D\ 1 SDJHV 15�-160).   

316.  +RZHYHU, ZKHQ DVNHG ZKHWKHU KLV VXEPLVVLRQ DPRXQWHG LQ HIIHFW WR DQ DOOHJDWLRQ RI 
EDG IDLWK E\ PDQLSXODWLQJ WKH DSSOLFDWLRQ RI WKH +DELWDWV 'LUHFWLYH, 0U -DIIH\ ILUVW 
UHVSRQGHG WKDW KH GLG QRW QHHG WR JR VR IDU� DQG, XOWLPDWHO\, WKDW WKH +LOOLQJGRQ 
&ODLPDQWV ZHUH QRW DOOHJLQJ EDG IDLWK (7UDQVFULSW, 'D\ 1 SDJHV 160-161). 

317.  :H ZKROO\ DJUHH WKDW WKHUH LV QR EDVLV IRU DOOHJLQJ EDG IDLWK. 7KHUH LV QR TXHVWLRQ RI 
WKH 6HFUHWDU\ RI 6WDWH LQWURGXFLQJ WKH ³KXE REMHFWLYH´ RU WKDW DVVHVVPHQW DV DQ 
DIWHUWKRXJKW. 

318.  $V ZH KDYH GHVFULEHG, LW ZDV WKH *RYHUQPHQW SROLF\ REMHFWLYH DV JLYHQ WR WKH $& LQ LWV 
WHUPV RI UHIHUHQFH IRU WKH 8. ³WR PDLQWDLQ WKH 8.¶V SRVLWLRQ DV (XURSH¶V PRVW 
LPSRUWDQW DYLDWLRQ KXE«´ (VHH SDUDJUDSK 46 DERYH). $V SDUDJUDSK 14 RI WKH 25 
6HSWHPEHU 2017 VXEPLVVLRQ DFFXUDWHO\ SRLQWHG RXW, WKH *RYHUQPHQW KDG DOUHDG\ VWDWHG 
LWV YLHZ LQ WKH FRQVXOWDWLRQ H[HUFLVH WKDW RQO\ H[SDQVLRQ RI +HDWKURZ ZRXOG PDLQWDLQ 
WKH 8.¶V KXE VWDWXV DQG WKDW WKH EXLOGLQJ RI DQ DGGLWLRQDO UXQZD\ DW *DWZLFN UDWKHU 
WKDQ +HDWKURZ ZRXOG WKUHDWHQ WKDW REMHFWLYH. 7KHUH LV QR GLVSXWH WKDW, IRU H[DPSOH, WKH 
VXEVWDQFH RI ZKDW LV FRQWDLQHG LQ SDUDJUDSKV 3.18 DQG 3.1� RI WKH $136 DV GHVLJQDWHG 
ZDV FRQWDLQHG LQ WKH )HEUXDU\ 2017 GUDIW RI WKH $136 SXEOLVKHG IRU FRQVXOWDWLRQ (VHH, 
H.J., /RZ 1, SDUDJUDSK 443). %RWK WKH KXE REMHFWLYH DQG WKH QHHG IRU LQFUHDVHG FDSDFLW\ 
WR PHHW WKDW REMHFWLYH ZHUH SXW IRUZDUG LQ WKH $136 GRFXPHQWDWLRQ SXEOLVKHG LQ 
)HEUXDU\ 2017, DV D SURYLVLRQDO YLHZ VXEMHFW WR WKH RXWFRPH RI WKH FRQVXOWDWLRQ SURFHVV.  
$V 0V /RZ SRLQWHG RXW, ERWK RI WKRVH DVSHFWV RI WKH GUDIW SROLF\ ZHUH H[SRVHG WKURXJK 
WKH FRQVXOWDWLRQ SURFHVV WR UHSUHVHQWDWLRQV FRQWHQGLQJ, IRU H[DPSOH, WKDW WKH ³KXE 
REMHFWLYH´ VKRXOG EH DPHQGHG (L.H. RPLWWHG RU UHGXFHG LQ LPSRUWDQFH) DQG/RU WKDW 
*DWZLFN FRXOG IXOILO WKDW REMHFWLYH. 7KH 6HFUHWDU\ RI 6WDWH¶V PLQG ZDV RSHQ WR DQ\ VXFK 
UHSUHVHQWDWLRQV (VHH /RZ 2, SDUDJUDSK 67� DQG VHH SDUDJUDSKV 538-54� EHORZ).   

31�.  0V /RZ H[SODLQHG WKDW, LQ D GHSDUWPHQWDO UHYLHZ RI WKH GRFXPHQWDWLRQ WKDW KDG EHHQ 
SURGXFHG LQ )HEUXDU\ 2017, LW ZDV DSSUHFLDWHG WKDW WKH REMHFWLYHV RI WKH SROLF\ VHW RXW 
LQ WKH GUDIW $136 KDG QRW DGHTXDWHO\ EHHQ UHIOHFWHG LQ WKH DFFRPSDQ\LQJ GUDIW +5$ 
(/RZ 1, SDUDJUDSK 444).   $FFRUGLQJO\, IROORZLQJ WKH 6HFUHWDU\ RI 6WDWH¶V DSSURYDO RI 
WKH VXEPLVVLRQ PDGH WR KLP RQ 25 6HSWHPEHU 2017, WKH GUDIW $136 DQG GUDIW +5$ 
ZHUH EURXJKW LQWR DOLJQPHQW E\ WKH DPHQGPHQWV WKDW ZHUH SXEOLVKHG LQ 2FWREHU 2017 
IRU D IXUWKHU URXQG RI FRQVXOWDWLRQ. 
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320.  0U -DIIH\ VXEPLWWHG WKDW WKH PDNLQJ RI WKHVH DPHQGPHQWV LQ 2FWREHU 2017 ZDV 
LQFRQVLVWHQW ZLWK WKH *RYHUQPHQW¶V WUHDWPHQW RI WKH *DWZLFN 25 6FKHPH DV D 
³UHDVRQDEOH DOWHUQDWLYH´ IRU WKH SXUSRVHV RI WKH 6($ 'LUHFWLYH DQG WKH $R6.  

321.  +RZHYHU, ZH FRQVLGHU WKDW WKLV VXEPLVVLRQ LV XQUHDOLVWLF. )LUVW, JLYHQ WKH GHFLVLRQ LQ 5 
(0HGZD\ &RXQFLO) Y 6HFUHWDU\ RI 6WDWH IRU 7UDQVSRUW >2002@ (:+& 2516 ($GPLQ)� 
>2003@ -3/ 582, LQ ZKLFK 0DXULFH .D\ - TXDVKHG WKH GHFLVLRQ WR H[FOXGH RSWLRQV IRU 
H[SDQGLQJ DLUSRUW FDSDFLW\ DW *DWZLFN IURP D FRQVXOWDWLRQ GRFXPHQW LQWHQGHG WR OHDG 
WR D :KLWH 3DSHU RQ DYLDWLRQ WUDQVSRUW, WKH 6HFUHWDU\ RI 6WDWH PLJKW KDYH EHHQ H[SHFWHG 
WR DFW FDXWLRXVO\ EHIRUH GLVFDUGLQJ WKH *DWZLFN 25 6FKHPH IURP WKH SURFHVV UHTXLUHG 
E\ WKH 6($ 'LUHFWLYH. 

322.  6HFRQG, DQG PRUH LPSRUWDQWO\, LW LV QHFHVVDU\ WR KDYH ZHOO LQ PLQG IXQGDPHQWDO 
GLIIHUHQFHV LQ WKH RSHUDWLRQ RI WKH +DELWDWV 'LUHFWLYH DQG WKH 6($ 'LUHFWLYH. :KHUH D 
SURSRVDO (ZKHWKHU WR DGRSW D SROLF\ RU WR JUDQW FRQVHQW IRU D SURMHFW) DGYHUVHO\ DIIHFWV 
WKH LQWHJULW\ RI D (XURSHDQ VLWH, WKH RSHUDWLRQ RI DUWLFOH 6(3) DQG (4) RI WKH +DELWDWV 
'LUHFWLYH (DQG UHJXODWLRQV 63 DQG 64 RI WKH +DELWDWV 5HJXODWLRQV) GHWHUPLQHV WKH 
RXWFRPH RI WKH SURFHVV, DFFRUGLQJ WR WKH UHVXOWV RI DSSO\LQJ WKH WHVWV ODLG GRZQ LQ WKRVH 
SURYLVLRQV. ,W LV WKHUHIRUH ULJKWO\ VDLG E\ 0U -DIIH\ WKDW WKHVH SURYLVLRQV DUH substantive 
LQ QDWXUH, DQG QRW PHUHO\ procedural. ,Q RXU MXGJPHQW, DQ RSWLRQ ZKLFK GRHV QRW PHHW 
D FRUH REMHFWLYH RI D SROLF\ VKRXOG QRW EH DOORZHG WR DIIHFW WKH DSSOLFDWLRQ RI DUWLFOH 
6(4). %\ FRQWUDVW, WKH UHTXLUHPHQWV RI WKH 6($ 'LUHFWLYH IRU WKH FRQWHQW RI DQ 
HQYLURQPHQWDO UHSRUW DQG IRU WKH DVVHVVPHQW SURFHVV ZKLFK IROORZV DUH HQWLUHO\  
SURFHGXUDO LQ QDWXUH. 7KXV, WKH UHTXLUHPHQW WR DGGUHVV ³UHDVRQDEOH DOWHUQDWLYHV´ LQ WKH 
HQYLURQPHQWDO UHSRUW (RU $R6 XQGHU VHFWLRQ 5(3) RI WKH 3$ 2008) LV LQWHQGHG WR IDFLOLWDWH 
WKH FRQVXOWDWLRQ SURFHVV XQGHU DUWLFOH 6 (DQG VHFWLRQ 7 RI WKH 3$ 2008). 7KH RSHUDWRU 
RI *DWZLFN DQG RWKHU SDUWLHV SUHIHUULQJ H[SDQVLRQ DW WKDW ORFDWLRQ ZRXOG EH H[SHFWHG WR 
DGYDQFH UHSUHVHQWDWLRQV DV WR ZK\ WKH KXE REMHFWLYH VKRXOG KDYH OHVV ZHLJKW WKDQ WKDW 
DWWULEXWHG WR LW E\ WKH 6HFUHWDU\ RI 6WDWH RU WKDW, FRQWUDU\ WR KLV SURYLVLRQDO YLHZ, WKH 
*DWZLFN 25 6FKHPH FRXOG VDWLVI\ WKDW REMHFWLYH. 7KH RXWSXWV IURP WKDW H[HUFLVH DUH 
VLPSO\ WDNHQ LQWR DFFRXQW LQ WKH ILQDO GHFLVLRQ-PDNLQJ RQ WKH DGRSWLRQ RI D SODQ, EXW 
WKH 6($ 'LUHFWLYH GRHV QRW PDQGDWH WKDW WKRVH RXWSXWV GHWHUPLQH WKH RXWFRPH RI WKDW 
SURFHVV. 

323.  $FFRUGLQJO\, IRU DOO WKHVH UHDVRQV ZH DFFHSW WKH H[SODQDWLRQ SXW IRUZDUG RQ EHKDOI RI 
WKH 6HFUHWDU\ RI 6WDWH DV WR ZK\ WKH GUDIW $136 DQG GUDIW +5$ ZHUH DPHQGHG LQ 
2FWREHU 2017 WR GHDO ZLWK WKH ³KXE REMHFWLYH´. 7KLV LQYROYHG QR EDG IDLWK RU LPSURSHU 
PRWLYH. 7KHUH LV QRWKLQJ VXVSLFLRXV DERXW WKH FLUFXPVWDQFHV LQ ZKLFK WKH DOWHUDWLRQV 
ZHUH PDGH. 7KH\ ZHUH QRW PDGH VLPSO\ EHFDXVH RI WKH VWUHQJWK RI *DWZLFN¶V 
UHSUHVHQWDWLRQV RU WKH DVVHVVPHQW RI WKH HFRORJLFDO HIIHFWV RI LWV SURSRVDO (D PDWWHU ZLWK 
ZKLFK ZH GHDO XQGHU *URXQG 8.2 (VHH SDUDJUDSKV 361-371 EHORZ). 

324.  7KHUH ZDV QR DUJXPHQW DGYDQFHG E\ WKH +LOOLQJGRQ &ODLPDQWV DV WR ZK\ ³DLUSRUW 
FDSDFLW\´ VKRXOG QRW KDYH EHHQ D OHJLWLPDWH REMHFWLYH. 7KH FKDOOHQJH ZDV IRFXVHG 
VROHO\ RQ WKH ³KXE REMHFWLYH´. 

325.  &RQVHTXHQWO\, WKH ILUVW OLPE RI WKLV JURXQG (*URXQG 8.1) UDLVHV D QDUURZ LVVXH� ZKHQ 
WKH 6HFUHWDU\ RI 6WDWH GHVLJQDWHG WKH $136, ZDV KH HQWLWOHG WR FRQFOXGH (DV KH GLG) WKDW 
WKH *DWZLFN 25 6FKHPH ZDV QRW DQ DOWHUQDWLYH WR WKH 1:5 6FKHPH EHFDXVH LW GLG QRW 
PHHW WKH SROLF\ REMHFWLYH RI PDLQWDLQLQJ WKH 8.¶V KXE VWDWXV"  
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,QWHUDFWLRQ EHWZHHQ WKH 3$ 2008 DQG WKH +DELWDWV 'LUHFWLYH 

326.  $V ZH KDYH GHVFULEHG, VHFWLRQ 104(3) RI WKH 3$ 2008 SURYLGHV WKDW, H[FHSW WR WKH H[WHQW 
WKDW RQH RU PRUH RI WKH VXEVHFWLRQV LQ VHFWLRQ 104(4)-(8) DSSO\, DQ DSSOLFDWLRQ IRU D 
'&2 PXVW EH GHFLGHG LQ DFFRUGDQFH ZLWK DQ\ UHOHYDQW 136. 0U 0DXULFL VXEPLWWHG 
WKDW WKLV PHDQW WKDW, ZKHUH WKH 136 KDV UHMHFWHG VFKHPHV DV QRW EHLQJ DOWHUQDWLYHV WR 
WKH SUHIHUUHG VFKHPH(V), WKRVH RWKHU VFKHPHV FDQQRW EH EURXJKW EDFN LQWR FRQVLGHUDWLRQ 
DW WKH '&2 VWDJH IRU +DELWDWV 'LUHFWLYH SXUSRVHV. :H GR QRW FRQVLGHU PDWWHUV DUH TXLWH 
WKDW VWUDLJKWIRUZDUG. 

327.  *LYHQ WKDW PHUH SROLF\ FRXOG QRW RUGLQDULO\ KDYH WKH OHJDO HIIHFW RI RYHUULGLQJ, RU 
GHURJDWLQJ IURP, WKH VXEVWDQWLYH UHTXLUHPHQWV RI DUWLFOH 6(3) DQG (4) DW WKH SURMHFW 
FRQVHQW VWDJH, WKH TXHVWLRQ LV ZKHWKHU WKH 3$ 2008 FRQWDLQV DQ\ SURYLVLRQ H[SUHVVHG LQ 
ODQJXDJH ZKLFK LV VXIILFLHQWO\ FOHDU WR HQDEOH DQ 136 WR KDYH WKDW HIIHFW. :H GR QRW 
WKLQN WKDW LW GRHV. 

328.  )LUVW, LQVRIDU DV 0U 0DXULFL VXJJHVWHG WKDW VHFWLRQ 104(3) PD\ LQ VRPH ZD\ RYHUULGH 
WKH UHTXLUHPHQWV RI WKH +DELWDWV 'LUHFWLYH, ZH GR QRW DJUHH.   

32�.  6HFWLRQ 104(3) SURYLGHV WKDW ³WKH 6HFUHWDU\ RI 6WDWH PXVW GHFLGH >DQ DSSOLFDWLRQ IRU D 
'&2@ in accordance with DQ\ UHOHYDQW >136@«´ (HPSKDVLV DGGHG). 7KH LWDOLFLVHG 
SKUDVH DSSHDUV, DQDORJRXVO\, LQ VHFWLRQ 38(6) RI WKH 3ODQQLQJ DQG &RPSXOVRU\ 3XUFKDVH 
$FW 2004, ZKLFK UHTXLUHV DQ DSSOLFDWLRQ IRU SODQQLQJ SHUPLVVLRQ WR EH GHWHUPLQHG ³LQ 
DFFRUGDQFH ZLWK WKH >GHYHORSPHQW@ SODQ...´.   -XVW DV WKDW PHDQV ³LQ DFFRUGDQFH ZLWK 
WKH GHYHORSPHQW SODQ judged as whole´, DV 0U 0DXULFL ULJKWO\ VXEPLWV, VHFWLRQ 104(3) 
UHTXLUHV DQ DSSOLFDWLRQ IRU D '&2 WR EH GHFLGHG LQ DFFRUGDQFH ZLWK DQ\ UHOHYDQW 136 
judged as a whole, UHFRJQLVLQJ WKDW WKH VWDWHPHQW¶V SROLFLHV (RU WKHLU DSSOLFDWLRQ) PD\ 
SXOO LQ GLIIHUHQW GLUHFWLRQV DQG WKDW, IRU H[DPSOH, D EUHDFK RI D VLQJOH SROLF\ GRHV QRW 
FDUU\ WKH FRQVHTXHQFH WKDW WKH SURSRVDO IDLOV WR DFFRUG ZLWK WKH 136 (SDUDJUDSK 4(2) RI 
WKH 6HFUHWDU\ RI 6WDWH¶V ZULWWHQ VXEPLVVLRQV, FLWLQJ 5 Y 5RFKGDOH 0HWURSROLWDQ %RURXJK 
&RXQFLO H[ SDUWH 0LOQH >2000@ (:+& 650 ($GPLQ)� >2001@ (QY /5 22).  *LYHQ WKDW 
3DUOLDPHQW LQWHQGHG VHFWLRQ 104(3) WR KDYH WKLV EURDG HIIHFW, ZH GR QRW FRQVLGHU WKDW 
WKDW SURYLVLRQ FRQWDLQV ODQJXDJH ZLWK DQ\ZKHUH QHDU VXIILFLHQW SDUWLFXODULW\ WR GLVDSSO\ 
DQ\ SDUW RI DUWLFOH 6(4) RI WKH +DELWDWV 'LUHFWLYH, RU WKH LWHUDWLYH SURFHVV UHTXLUHG, RU WR 
HQDEOH DQ 136 WR KDYH WKDW OHJDO HIIHFW. 

330.  6HFRQG, DOWKRXJK VHFWLRQ 104(3) UHTXLUHV WKH DSSURSULDWH 6HFUHWDU\ RI 6WDWH WR GHFLGH 
WKH DSSOLFDWLRQ IRU D '&2 LQ DFFRUGDQFH ZLWK DQ\ UHOHYDQW 136, WKDW LV VXEMHFW WR VHFWLRQ 
104(4)-(8). 6HFWLRQ 104(5) RYHUULGHV VHFWLRQ 104(3) LI WKH 6HFUHWDU\ RI 6WDWH LV VDWLVILHG 
WKDW WR GHWHUPLQH WKH DSSOLFDWLRQ LQ DFFRUGDQFH ZLWK WKH 136 ZRXOG OHDG WR KLP EHLQJ 
LQ EUHDFK RI DQ\ GXW\ LPSRVHG RQ KLP E\ DQ\ HQDFWPHQW. 8QGHU WKH +DELWDWV 
5HJXODWLRQV, WKH 6HFUHWDU\ RI 6WDWH LV REOLJHG WR UHIXVH FRQVHQW IRU D SURSRVDO ZKLFK 
ZRXOG DGYHUVHO\ DIIHFW WKH LQWHJULW\ RI D (XURSHDQ VLWH XQGHU UHJXODWLRQ 63(5) XQOHVV 
WKH UHTXLUHPHQWV RI UHJXODWLRQ 64 DUH VDWLVILHG. 7KH\ LQFOXGH DQ REOLJDWLRQ WR GHWHUPLQH 
ZKHWKHU WKHUH DUH DQ\ DOWHUQDWLYH VROXWLRQV DV DW WKH GDWH RI KLV GHFLVLRQ RQ WKH 
DSSOLFDWLRQ IRU D '&2. $FFRUGLQJO\, VHFWLRQ 104(3) ZRXOG QRW SHUPLW D 6HFUHWDU\ RI 
6WDWH WR GHWHUPLQH DQ DSSOLFDWLRQ LQ DFFRUGDQFH ZLWK D SROLF\ LQ DQ 136 ZKLFK SXUSRUWV 
WR SUHFOXGH KLV FRQVLGHUDWLRQ RI UHSUHVHQWDWLRQV PDGH LQ WKH H[DPLQDWLRQ SURFHVV DQG 
WKH FRQFOXVLRQV RI WKH ([DPLQLQJ 3DQHO RQ WKH H[LVWHQFH RI ³DOWHUQDWLYH VROXWLRQV´.  
6HFWLRQ 104(4) KDV WKH VDPH HIIHFW LQ UHODWLRQ WR WKH RSHUDWLRQ RI WKH +DELWDWV 'LUHFWLYH. 
6HFWLRQ 104(6) DOVR VXSSRUWV WKLV FRQFOXVLRQ. 
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331.  7KHUHIRUH, WKH 3$ 2008 GRHV QRW HQDEOH WKH $136 WR DYRLG RU RYHUULGH WKH DSSOLFDWLRQ 
RI WKH UXOHV LQ DUWLFOH 6(3) DQG (4), RU UHJXODWLRQV 63 DQG 64, ZKHQ DQ DSSOLFDWLRQ IRU D 
'&2 FRPHV WR EH FRQVLGHUHG. $FFRUGLQJO\, LI WKH SURSRVDO GRHV QRW SDVV WKH WHVW LQ 
DUWLFOH 6(3), WKH 6HFUHWDU\ RI 6WDWH ZLOO EH REOLJHG WR FRQVLGHU ZKHWKHU WKHUH DUH DQ\ 
³DOWHUQDWLYH VROXWLRQV´ IRU WKH SXUSRVHV RI DUWLFOH 6(4). +H ZLOO EH REOLJHG WR GR VR LQ 
WKH FLUFXPVWDQFHV DQG RQ WKH HYLGHQFH EHIRUH KLP DV DW WKH GDWH RI KLV GHWHUPLQDWLRQ RI 
WKH DSSOLFDWLRQ IRU GHYHORSPHQW FRQVHQW. 3ODLQO\, D UHOHYDQW DQG LPSRUWDQW 
FRQVLGHUDWLRQ ZLOO EH WKH $136. 7KH 6HFUHWDU\ RI 6WDWH ZLOO EH HQWLWOHG WR DSSO\ WKH 
REMHFWLYHV RI WKH $136 DV VWDWHG LQ SDUDJUDSK 1.32 (LQFOXGLQJ WKH ³KXE REMHFWLYH´) WR 
WKRVH FLUFXPVWDQFHV DQG HYLGHQFH, WR GHWHUPLQH ZKHWKHU DQ\ RWKHU RSWLRQV VDWLVI\ WKRVH 
REMHFWLYHV VR DV WR TXDOLI\ DV ³DOWHUQDWLYH VROXWLRQV´.   ,I WKHUH ZHUH QR OHJDO LPSHGLPHQW 
WR WKH 6HFUHWDU\ RI 6WDWH DGRSWLQJ WKH ³KXE REMHFWLYH´ IRU WKH SXUSRVHV RI DUWLFOH 6(4) 
(DQG UHJXODWLRQ 64) ZKHQ KH GHVLJQDWHG WKH $136, ZH GR QRW VHH KRZ WKH OHJDO SRVLWLRQ 
FRXOG EH DQ\ GLIIHUHQW LI DQG ZKHQ KH DSSOLHV WKDW UHJXODWLRQ LQ KLV GHWHUPLQDWLRQ RI DQ 
DSSOLFDWLRQ IRU GHYHORSPHQW FRQVHQW.  

$OWHUQDWLYH 6ROXWLRQV 

332.  %HIRUH XV, WKHUH ZDV FRQVLGHUDEOH GHEDWH RYHU WKH PHDQLQJ DQG VFRSH RI ³DOWHUQDWLYH 
VROXWLRQV´ LQ WKH FRQWH[W RI DUWLFOH 6(4). 7KLV LV D FUXFLDO LVVXH� EHFDXVH, DV ZH KDYH 
LQGLFDWHG, LI DQG DV VRRQ DV D VFKHPH LV QRW DQ DOWHUQDWLYH, WKHQ LW LV QRW QHFHVVDU\ WR 
FRQVLGHU LW DQ\ IXUWKHU XQGHU WKH +DELWDWV 'LUHFWLYH� DQG VR, LI LW LV SURSHUO\ DVVHVVHG DV 
QRW DQ DOWHUQDWLYH EHIRUH DQ +5$ KDV EHHQ SHUIRUPHG, LW LV QRW QHFHVVDU\ WR FRQVLGHU 
WKDW SODQ RU VFKHPH LQ WKDW DVVHVVPHQW. )RU WKH SXUSRVHV RI WKH +DELWDWV 'LUHFWLYH DQG 
5HJXODWLRQV, LW VLPSO\ GURSV RXW RI DFFRXQW. 

333.  ,W LV KHOSIXO WR NHHS LQ PLQG WKH SUHFLVH FRQWH[W LQ ZKLFK WKLV DSSHDUV, QDPHO\ DV D 
GHURJDWLRQ IURP WKH UHTXLUHPHQWV LQ DUWLFOH 6(3) IRU DQ +5$ ZKLFK KDV RU PD\ KDYH 
QHJDWLYH KDELWDWV LPSOLFDWLRQV IRU D UHOHYDQW VLWH, DV IROORZV (HPSKDVLV DGGHG)�  

³,I, LQ VSLWH RI D QHJDWLYH DVVHVVPHQW RI WKH LPSOLFDWLRQV IRU WKH 
VLWH and in the absence of alternative solutions, D SODQ RU SURMHFW 
PXVW QHYHUWKHOHVV EH FDUULHG RXW IRU >,523,@«´. 

334.  (YHQ E\ LWVHOI, WKH QRXQ ³DOWHUQDWLYH´ FDUULHV WKH RUGLQDU\, 2[IRUG (QJOLVK 'LFWLRQDU\ 
PHDQLQJ RI ³D WKLQJ DYDLODEOH LQ SODFH RI DQRWKHU´, ZKLFK EHJV WKH TXHVWLRQ ZKDW DUH 
WKH UHOHYDQW REMHFWLYHV RU SXUSRVHV ZKLFK DQ DOWHUQDWLYH ZRXOG QHHG WR VHUYH. +RZHYHU, 
DUWLFOH 6(4) GRHV QRW UHIHU VLPSO\ WR WKH DEVHQFH RI DQ ³DOWHUQDWLYH´ EXW WR DQ ³DOWHUQDWLYH 
VROXWLRQ´, ³DOWHUQDWLYH´ DSSHDULQJ DV DQ DGMHFWLYH, ZKLFK PDNHV WKLV PHDQLQJ SODLQ 
EH\RQG DQ\ GRXEW. ,Q RXU YLHZ, ³DQ DOWHUQDWLYH´ PXVW QHFHVVDULO\ EH GLUHFWHG DW 
LGHQWLILHG REMHFWLYHV RU SXUSRVHV� EXW LW LV EH\RQG GRXEW WKDW ³DQ DOWHUQDWLYH VROXWLRQ´ 
PXVW EH VR DLPHG. 

335.  ,Q WKH FRQWH[W RI DQ 136, ³DOWHUQDWLYH VROXWLRQ´ KDV WR EH FRQVLGHUHG LQ WKH FRQWH[W RI 
WKH SROLF\ REMHFWLYHV EHKLQG WKH ³QDWLRQDO SROLF\ LQ UHODWLRQ WR RQH RU PRUH VSHFLILHG 
GHVFULSWLRQV RI GHYHORSPHQW´ LQ WKH VWDWHPHQW (VHFWLRQ 5(1)(E) RI WKH 3$ 2008).    

336.  0U 0DXULFL VXEPLWWHG WKDW LW ZDV SHUPLVVLEOH IRU D SROLF\-PDNHU WR LGHQWLI\ WKH 
REMHFWLYHV ZKLFK KH FRQVLGHUV VKRXOG EH PHW LQ WKH SXEOLF LQWHUHVW� DQG WR DVVHVV ZKHWKHU 
(DQG, LI VR, WKH H[WHQW WR ZKLFK) RSWLRQV ZRXOG PHHW WKRVH REMHFWLYHV. +H FRQWHQGHG 
WKDW ERWK WKH LGHQWLILFDWLRQ RI REMHFWLYHV, DQG WKH DVVHVVPHQW RI WKH H[WHQW WR ZKLFK DQ 
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RSWLRQ PHW WKRVH REMHFWLYHV, DUH PDWWHUV RI MXGJPHQW IRU WKH SROLF\-PDNHU, VXEMHFW WR 
UHYLHZ VROHO\ RQ JURXQGV RI LUUDWLRQDOLW\. +H VXEPLWWHG WKDW WKHVH GHFLVLRQV DUH QRW 
VXEMHFW WR D SURSRUWLRQDOLW\ WHVW. 

337.  0U -DIIH\ VXEPLWWHG WKDW WKH SROLF\ REMHFWLYHV PXVW QRW EH GHILQHG VR QDUURZO\ DV WR 
³XQUHDVRQDEO\ HOLPLQDWH WKH SRWHQWLDO DOWHUQDWLYHV´ (7UDQVFULSW, 'D\ 1 SDJH 115). ,Q KLV 
ZULWWHQ VXEPLVVLRQV (SDUDJUDSKV 64-65), KH VXEPLWWHG WKDW UHOHYDQW DOWHUQDWLYHV PD\ QRW 
KDYH LGHQWLFDO EHQHILWV, RU EH WKH VDPH LQ HIILFLHQF\ LQ VDWLVI\LQJ WKH REMHFWLYHV VRXJKW� 
DQG WKH UHMHFWLRQ RI RSWLRQV DV DOWHUQDWLYHV ZLOO GHSHQG XSRQ FRQVLGHULQJ DQG EDODQFLQJ 
EHQHILWV DQG GLVEHQHILWV. ,Q RUDO VXEPLVVLRQV, WKLV ZDV GHVFULEHG DV D ³FRPSDUDWLYH 
DVVHVVPHQW RI WKH HIIHFWV RQ (XURSHDQ VLWHV DQG D SURSRUWLRQDWH  EDODQFLQJ RI WKH 
RSWLRQV´ (7UDQVFULSW, 'D\ 1 SDJH 117). ,QGHHG, KH WRRN WKLV DSSURDFK IXUWKHU E\ 
VXEPLWWLQJ WKDW DQ ³DOWHUQDWLYH VROXWLRQ´ LV defined E\ ORRNLQJ ³DW WKH H[WHQW WR ZKLFK LW 
LV VXLWDEOH IRU DFKLHYLQJ WKH DLPV RI WKH SURMHFW ZLWKRXW KDYLQJ GLVSURSRUWLRQDWH RU 
DGYHUVH HIIHFWV´ (7UDQVFULSW, 'D\ 1 SDJH 125). 7KHUHIRUH, RQ WKH EDVLV RI  WKHVH  
VXEPLVVLRQV, SURSRUWLRQDOLW\ ZDV LQKHUHQW LQ WKH VXSHUYLVLRQ RI WKH FRPSOLDQFH E\ D 
UHOHYDQW FRPSHWHQW DXWKRULW\ ZLWK WKH OHJDO UHTXLUHPHQWV LQ DUWLFOH 6(4).   

338.  ,Q VXSSRUW RI WKHVH VXEPLVVLRQV, 0U -DIIH\ UHOLHG XSRQ VHYHUDO (XURSHDQ DXWKRULWLHV, 
LQFOXGLQJ &DVH &-20�/04 (XURSHDQ &RPPLVVLRQ Y $XVWULD >2006@ (&5 ,-2758 DQG &DVH 
&-418/04 (XURSHDQ &RPPLVVLRQ Y ,UHODQG >2008@ (&5 ,-10�51� EXW QRQH RI WKHVH FDVHV 
DGGUHVVHV WKH FRUUHFW DSSURDFK WR (LQFOXGLQJ DQ\ OHJDO FRQVWUDLQWV RQ) WKH LGHQWLILFDWLRQ 
RI SROLF\ DLPV RU REMHFWLYHV LQ WKLV FRQWH[W. 

33�.  7KH KLJK ZDWHUPDUN RI WKH FDVH ODZ FLWHG E\ 0U -DIIH\ ZDV VDLG WR EH &DVH &-23�/04 
(XURSHDQ &RPPLVVLRQ Y 3RUWXJDO >2006@ (&5 ,-10183 (³WKH &DVWUR 9HUGH FDVH´). ,Q 
UHODWLRQ WR D URDG VFKHPH SDVVLQJ WKURXJK DQ 63$, WKH FRPSODLQW UHODWHG WR D IDLOXUH E\ 
WKH 3RUWXJXHVH DXWKRULWLHV WR H[DPLQH DQ DOWHUQDWLYH URXWH ZKLFK DYRLGHG WKH 63$ 
DOWRJHWKHU (VHH >47@ RI WKH $GYRFDWH *HQHUDO¶V RSLQLRQ DQG >14@ RI WKH MXGJPHQW).  7KH 
&RPPLVVLRQ DUJXHG WKDW WKH DXWKRULWLHV KDG IDLOHG WR H[DPLQH DQ DOLJQPHQW ZKLFK 
DSSDUHQWO\ ZRXOG KDYH VHUYHG WKH VDPH SXUSRVH DV WKH SURSRVHG URDG, L.H. IRU JHWWLQJ 
IURP $ WR %. 7KH 0HPEHU 6WDWH GLG QRW VXJJHVW WKDW WKH DOWHUQDWLYH ZRXOG KDYH IDLOHG 
WR PHHW WKH LGHQWLILHG DLPV RU REMHFWLYH. ,W PHUHO\ VDLG WKDW LW ZRXOG FDXVH VHULRXV 
VRFLDO, HFRQRPLF DQG HQYLURQPHQWDO KDUP (VHH >28@->33@). 1RW VXUSULVLQJO\, WKH &RXUW 
RI -XVWLFH RI WKH (8 (³WKH &-(8´) GHFLGHG WKDW UHOLDQFH RQ WKRVH DGYHUVH FRQVHTXHQFHV 
ZDV, DV D PDWWHU RI ODZ, LQVXIILFLHQW WR MXVWLI\ UXOLQJ RXW DV DQ ³DOWHUQDWLYH VROXWLRQ´ WKH 
URXWH ZKLFK DYRLGHG WKH 63$, DQG VR WKHUH KDG EHHQ D EUHDFK RI DUWLFOH 6(4) (VHH >38@-
>40@). 

340.  0U -DIIH\ UHOLHG XSRQ WKH RSLQLRQ RI $GYRFDWH *HQHUDO .RNRWW, DQG SDUWLFXODUO\ XSRQ 
>43@. ,Q RXU YLHZ, >42@->46@ RI WKDW RSLQLRQ QHHG WR EH UHDG DV D ZKROH� 

³42. $UWLFOH 6(4) RI WKH +DELWDWV 'LUHFWLYH SHUPLWV DXWKRULVDWLRQ 
RI SURMHFWV RQO\ LQ WKH DEVHQFH RI DOWHUQDWLYHV. 7KDW SUHUHTXLVLWH 
IRU DXWKRULVLQJ D SURMHFW LV LQWHQGHG WR SUHYHQW SURWHFWHG VLWHV 
IURP EHLQJ DGYHUVHO\ DIIHFWHG HYHQ WKRXJK WKH DLPV RI WKH 
SURMHFW FRXOG DOVR EH DFKLHYHG LQ D PDQQHU ZKLFK ZRXOG DIIHFW 
WKH SURWHFWHG VLWH OHVV DGYHUVHO\ RU QRW DW DOO. 7KH DEVHQFH RI 
DOWHUQDWLYH VROXWLRQV FRUUHVSRQGV LQ WKDW UHVSHFW WR D VWDJH LQ WKH 
WHVW RI SURSRUWLRQDOLW\, DFFRUGLQJ WR ZKLFK, ZKHQ WKHUH LV D 
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FKRLFH EHWZHHQ VHYHUDO DSSURSULDWH PHDVXUHV, UHFRXUVH PXVW EH 
KDG WR WKH OHDVW RQHURXV. 

43. 7KH DEVHQFH RI DOWHUQDWLYHV FDQQRW EH DVFHUWDLQHG ZKHQ 
RQO\ D IHZ DOWHUQDWLYHV KDYH EHHQ H[DPLQHG, EXW RQO\ DIWHU all 
WKH DOWHUQDWLYHV KDYH EHHQ UXOHG RXW. 7KH UHTXLUHPHQWV 
DSSOLFDEOH WR WKH H[FOXVLRQ RI DOWHUQDWLYHV LQFUHDVH WKH PRUH 
VXLWDEOH WKRVH DOWHUQDWLYHV DUH IRU DFKLHYLQJ WKH DLPV RI WKH 
SURMHFW ZLWKRXW JLYLQJ ULVH ² EH\RQG UHDVRQDEOH GRXEW ² WR 
PDQLIHVW DQG GLVSURSRUWLRQDWH DGYHUVH HIIHFWV. 

44. $PRQJ WKH DOWHUQDWLYHV VKRUW-OLVWHG LQ WKDW ZD\, WKH FKRLFH 
GRHV QRW LQHYLWDEO\ KDYH WR EH GHWHUPLQHG E\ ZKLFK DOWHUQDWLYH 
OHDVW DGYHUVHO\ DIIHFWV WKH VLWH FRQFHUQHG. ,QVWHDG, WKH FKRLFH 
UHTXLUHV D EDODQFH WR EH VWUXFN EHWZHHQ WKH DGYHUVH HIIHFW RQ WKH 
LQWHJULW\ RI WKH 63$ DQG WKH UHOHYDQW UHDVRQV RI RYHUULGLQJ SXEOLF 
LQWHUHVW. 

45. 7KH QHFHVVLW\ RI VWULNLQJ D EDODQFH UHVXOWV LQ SDUWLFXODU 
IURP WKH FRQFHSW RI µRYHUULGH¶, EXW DOVR IURP WKH ZRUG 
µLPSHUDWLYH¶. 5HDVRQV RI SXEOLF LQWHUHVW FDQ LPSHUDWLYHO\ 
RYHUULGH WKH SURWHFWLRQ RI D VLWH RQO\ ZKHQ JUHDWHU LPSRUWDQFH 
DWWDFKHV WR WKHP. 7KLV WRR KDV LWV HTXLYDOHQW LQ WKH WHVW RI 
SURSRUWLRQDOLW\, VLQFH XQGHU WKDW SULQFLSOH WKH GLVDGYDQWDJHV 
FDXVHG PXVW QRW EH GLVSURSRUWLRQDWH WR WKH DLPV SXUVXHG. 

46. 7KH GHFLVLYH IDFWRU LV WKHUHIRUH ZKHWKHU LPSHUDWLYH UHDVRQV 
RI RYHUULGLQJ SXEOLF LQWHUHVW UHTXLUH WKH LPSOHPHQWDWLRQ RI 
VSHFLILFDOO\ that DOWHUQDWLYH RU ZKHWKHU WKH\ FDQ DOVR EH VDWLVILHG 
E\ DQRWKHU DOWHUQDWLYH ZLWK OHVV RI DQ DGYHUVH HIIHFW RQ WKH 63$. 
7KDW FRPSDULVRQ SUHVXSSRVHV WKDW WKH YDULRXV DOWHUQDWLYHV KDYH 
EHHQ H[DPLQHG RQ WKH EDVLV RI FRPSDUDEOH VFLHQWLILF FULWHULD, 
ERWK ZLWK UHJDUG WR WKHLU HIIHFWV RQ WKH VLWH FRQFHUQHG DQG ZLWK 
UHJDUG WR WKH UHOHYDQW UHDVRQV RI SXEOLF LQWHUHVW. 

7KH &-(8 GLG QRW FRPPHQW RQ WKLV DQDO\VLV. 7KHUH ZDV QR QHHG IRU LW WR GR VR LQ RUGHU 
WR UHVROYH WKH UHODWLYHO\ VWUDLJKWIRUZDUG LVVXH EHIRUH LW. 7KH DGYHUVH LPSDFWV RI WKH 
DOWHUQDWLYH DOLJQPHQW ZHUH OHJDOO\ LQVXIILFLHQW WR MXVWLI\ UXOLQJ RXW WKDW URXWH DV DQ 
³DOWHUQDWLYH VROXWLRQ´, JLYHQ WKDW WKHUH ZDV QR VXJJHVWLRQ WKDW LW ZRXOG IDLO WR PHHW WKH 
REMHFWLYHV RI WKH SUHIHUUHG VFKHPH. ,Q RXU YLHZ, OLNH WKH RWKHU DXWKRULWLHV WR ZKLFK ZH 
ZHUH UHIHUUHG, ZH GR QRW FRQVLGHU WKDW WKLV FDVH LV RI PXFK DVVLVWDQFH WR XV RQ WKLV LVVXH.   

341.  +RZHYHU, ZH FRQVLGHU WKH FRUUHFW DSSURDFK WR ³DOWHUQDWLYH VROXWLRQ´ LQ DUWLFOH 6(4) RI 
WKH +DELWDWV 'LUHFWLYH LV WROHUDEO\ FOHDU. ,Q UHVSHFW RI DQ 136, D SURSRVHG RSWLRQ LV QRW 
DQ ³DOWHUQDWLYH VROXWLRQ´ XQOHVV LW PHHWV WKH FRUH SROLF\ REMHFWLYHV RI WKH VWDWHPHQW.  ,Q 
WKLV UHJDUG, 0U -DIIH\¶V FRQFHUQ WKDW, DW DQ HDUO\ VWDJH, REMHFWLYHV PD\ EH GHILQHG ZLWK 
GHOLEHUDWH QDUURZQHVV VR WKDW SRWHQWLDO DOWHUQDWLYHV DUH (KH VDLG) XQUHDVRQDEO\ RU (ZH 
VD\) XQODZIXOO\ H[FOXGHG KDV VRPH IRUFH� EXW WKH REMHFWLYHV PXVW EH ERWK JHQXLQH DQG 
FULWLFDO, L.H. REMHFWLYHV ZKLFK, LI QRW PHW, ZRXOG PHDQ WKDW QR SROLF\ VXSSRUW ZRXOG EH 
JLYHQ WR WKH GHYHORSPHQW.  ,W ZRXOG EH FOHDUO\ LQVXIILFLHQW WR H[FOXGH DQ RSWLRQ VLPSO\ 
EHFDXVH, LQ WKH SROLF\-PDNHU¶V YLHZ, DQRWKHU, SUHIHUUHG RSWLRQ PHHWV WKH SROLF\ 
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REMHFWLYHV WR D JUHDWHU H[WHQW DQG LV RQ EDODQFH PRUH DWWUDFWLYH. 7KDW ZRXOG GHIHDW WKH 
SXUSRVH RI WKH +DELWDWV 'LUHFWLYH� DQG, DV ZH KDYH LQGLFDWHG, LW ZDV QRW WKH LQWHQWLRQ RI 
WKH 3$ 2008 WR GHIHDW RU RWKHUZLVH DGYHUVHO\ LQWHUIHUH ZLWK WKDW SXUSRVH. %XW WKH H[WHQW 
WR ZKLFK DQ RSWLRQ PHHWV SROLF\ REMHFWLYHV LV GLIIHUHQW IURP DQ RSWLRQ QRW PHHWLQJ D 
FRUH SROLF\ REMHFWLYH DW DOO. 7KH &DVWUR 9HUGH FDVH ZDV DQ H[DPSOH RI DQ DXWKRULW\ 
VHHNLQJ LPSURSHUO\ WR H[FOXGH DQ ³DOWHUQDWLYH VROXWLRQ´, L.H. D URDG ZKLFK FRQQHFWHG WKH 
VDPH VWDUW DQG ILQLVK SRLQWV EXW, LQ GRLQJ VR, GLG QRW JR WKURXJK DQ 63$. 7KDW DOWHUQDWLYH 
PHW WKH FRUH SROLF\ REMHFWLYH RI D URDG MRLQLQJ WKH VDPH WZR SODFHV� LW ZDV VLPSO\ 
FRQVLGHUHG E\ WKH DXWKRULW\ WR KDYH GLVEHQHILWV. 

342.  7KHUH PD\ EH RWKHU UHDVRQV ZK\, DW WKH 136 VWDJH, DQ RSWLRQ LV QRW DQ DOWHUQDWLYH ± EXW, 
LQ RXU YLHZ, WKH PRVW OLNHO\ UHDVRQ ZLOO EH WKDW DQ RSWLRQ IDLOV WR PHHW WKH FRUH SROLF\ 
REMHFWLYHV. $Q\ UHDVRQ ZKLFK UHTXLUHV DQ DVVHVVPHQW RI EDODQFLQJ IDFWRUV (LQFOXGLQJ 
WKH H[WHQW WR ZKLFK DQ RSWLRQ PHHWV SROLF\ REMHFWLYHV) ZLOO QRW QRUPDOO\ UHVXOW LQ DQ 
RSWLRQ EHLQJ HOLPLQDWHG IURP FRQVLGHUDWLRQ DV DQ DOWHUQDWLYH VROXWLRQ XQGHU WKH +DELWDWV 
'LUHFWLYH. 

343.  $OO RI WKH RSWLRQV ZKLFK DUH QRW SURSHUO\ UHMHFWHG DV IDLOLQJ WR PHHW WKH FRUH SROLF\ 
REMHFWLYHV, EHIRUH DQ\ +5$, PXVW WKHQ EH VXEMHFWHG WR WKH SURFHVVHV UHTXLUHG E\ WKH 
+DELWDWV 'LUHFWLYH. 

6WDQGDUG RI 5HYLHZ 

344.  ,Q WHUPV RI WKH VWDQGDUG RI UHYLHZ, UHO\LQJ RQ 5 (/XPVGRQ) Y /HJDO 6HUYLFHV %RDUG 
>2015@ 8.6& 41� >2016@ $& 6�7, 0U -DIIH\ VXEPLWWHG WKDW DUWLFOH 6(3) DQG (4) ZHUH WR 
EH FRQVWUXHG DV LQKHUHQWO\ LQFRUSRUDWLQJ SURSRUWLRQDOLW\.   

345.  +RZHYHU, WKH FLUFXPVWDQFHV ZKLFK JDYH ULVH WR WKH FODLP LQ /XPVGRQ ZHUH YHU\ 
GLIIHUHQW IURP WKRVH EHIRUH XV, WKH LVVXH LQ WKDW FDVH EHLQJ ZKHWKHU D TXDOLW\ DVVXUDQFH 
VFKHPH IRU DGYRFDWHV ZDV SURSRUWLRQDWH DV D GHURJDWLRQ IURP WKH IXQGDPHQWDO (8 ODZ 
IUHHGRP RI HVWDEOLVKPHQW IRU SURYLGHUV RI VHUYLFHV. 7KH UHOHYDQW SURYLVLRQ RI WKH 
UHOHYDQW 'LUHFWLYH (DUWLFOH �(1)(E) DQG (F) RI 3DUOLDPHQW DQG &RXQFLO 'LUHFWLYH 
2006/123/(& DV LPSOHPHQWHG E\ UHJXODWLRQ 14(2)(E) DQG (F) RI WKH 3URYLVLRQ RI /HJDO 
6HUYLFHV 5HJXODWLRQV 200� (6, 200� 1R 2���), VHW RXW DW >85@ RI /XPVGRQ) H[SOLFLWO\ 
UHTXLUHG WKH DSSOLFDWLRQ RI WKH VDPH WHVWV (LQFOXGLQJ SURSRUWLRQDOLW\) DV KDG EHHQ 
SUHYLRXVO\ VXPPDULVHG DW >52@ DV UHSUHVHQWLQJ WKH JHQHUDO DSSURDFK LQ  (8 ODZ WR  
GHURJDWLRQV IURP IXQGDPHQWDO IUHHGRPV. 7KH 'LUHFWLYH H[SOLFLWO\  XVHG D ³OHVV  
UHVWULFWLYH PHDVXUHV´ WHVW.   

346.  0U -DIIH\ UHOLHG RQ SDVVDJHV LQ WKH MXGJPHQW RI /RUG 5HHG DQG /RUG 7RXOVRQ --6& 
UHIHUULQJ WR D ³OHVV UHVWULFWLYH DOWHUQDWLYH´ WHVW (VHH >63@ DQG >67@). +RZHYHU, WKRVH 
SDVVDJHV DSSHDU LQ WKH SDUW RI WKH MXGJPHQW ZKLFK GHDOW ZLWK (L) QDWLRQDO PHDVXUHV 
GHURJDWLQJ IURP ³IXQGDPHQWDO IUHHGRPV´, VXFK DV WKH IUHHGRP RI PRYHPHQW RI JRRGV, 
ZRUNHUV, HVWDEOLVKPHQW, DQG FDSLWDO DQG WR SURYLGH VHUYLFHV, DQG (LL) QDWLRQDO PHDVXUHV 
GHURJDWLQJ IURP ³ULJKWV´ SURWHFWHG E\ (8 7UHDWLHV, VXFK DV WKH ULJKW WR HTXDO WUHDWPHQW 
RU IXQGDPHQWDO ULJKWV VXFK DV WKH ULJKW WR IDPLO\ OLIH (VHH >50@� WKH VDPH FRQWH[WXDO SRLQW 
ZDV DOVR PDGH HDUOLHU LQ WKH MXGJPHQW, DW >23@).   

347.  ,Q RXU YLHZ, /XPVGRQ DQG WKH MXULVSUXGHQFH LW FLWHV LV RI QR DVVLVWDQFH LQ GHWHUPLQLQJ 
ZKHWKHU DUWLFOH 6(3) DQG (4) RI WKH +DELWDWV 'LUHFWLYH DUH WR EH FRQVWUXHG DV 
LQFRUSRUDWLQJ D SURSRUWLRQDOLW\ DSSURDFK RI WKLV NLQG.  7KRVH SURYLVLRQV GR QRW LQYROYH 
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DQ\ GHURJDWLRQ IURP IXQGDPHQWDO IUHHGRPV RU ULJKWV RI WKH NLQG ZLWK ZKLFK WKH 
SULQFLSOHV VHW RXW DW >50@ HW VHT RI /XPVGRQ DUH FRQFHUQHG. 

348.  ,Q DQ\ HYHQW, DV 0U 0DXULFL SRLQWHG RXW, /XPVGRQ GRHV QRW KHOS WKH +LOOLQJGRQ 
&ODLPDQWV WR FKDOOHQJH WKH OHJDOLW\ RI WKH 6HFUHWDU\ RI 6WDWH¶V GHFLVLRQ WR UHO\ XSRQ WKH 
³KXE REMHFWLYH´ ZKHQ FRQVLGHULQJ ZKHWKHU WKH *DWZLFN 25 6FKHPH ZDV DQ ³DOWHUQDWLYH 
VROXWLRQ´. ,Q SDUWLFXODU, LW GRHV QRW GHDO ZLWK WKH basis XSRQ ZKLFK REMHFWLYHV PD\ EH 
VHOHFWHG. 7KH DQDO\VLV LQ /XPVGRQ RI WKH (8 DSSURDFK WR SURSRUWLRQDOLW\ LV RI QR 
DVVLVWDQFH LQ DVFHUWDLQLQJ WKH QDWXUH RU H[WHQW RI DQ\ OHJDO FRQVWUDLQWV XQGHU WKH +DELWDWV 
'LUHFWLYH XSRQ DQ DXWKRULW\ LGHQWLI\LQJ WKH REMHFWLYHV RU DLPV RI WKH SROLFLHV VHW RXW LQ 
WKH SUHSDUDWLRQ RI D SODQ RU WKH \DUGVWLFN E\ ZKLFK WKH\ VKRXOG EH UHYLHZHG E\ WKH FRXUW. 

34�.  ,Q VKRUW, ZH GR QRW FRQVLGHU WKDW /XPVGRQ LV RI DQ\ DVVLVWDQFH LQ GHWHUPLQLQJ WKH LVVXHV 
EHIRUH XV. 

350.  ,Q DQ\ HYHQW, LQ 6P\WK Y 6HFUHWDU\ RI 6WDWH IRU &RPPXQLWLHV DQG /RFDO *RYHUQPHQW 
>2015@ (:&$ &LY 174� >2015@ 3765 1417, LW ZDV KHOG WKDW, DOWKRXJK D VWULFW 
SUHFDXWLRQDU\ DSSURDFK LV UHTXLUHG IRU DUWLFOH 6(3) RI WKH +DELWDWV 'LUHFWLYH, WKH 
DSSURSULDWH VWDQGDUG RI UHYLHZ LV WKH :HGQHVEXU\ UDWLRQDOLW\ VWDQGDUG� WKH FRXUW VKRXOG 
QRW DGRSW D PRUH LQWHQVLYH VWDQGDUG RU HIIHFWLYHO\ UHPDNH WKH GHFLVLRQ LWVHOI. ,Q FRPLQJ 
WR WKDW FRQFOXVLRQ, 6DOHV /- (DV KH WKHQ ZDV) VDLG� 

³78. $ IXUWKHU LVVXH DULVLQJ IURP 0U -RQHV¶V VXEPLVVLRQV 
FRQFHUQV WKH VWDQGDUG RI UHYLHZ E\ D QDWLRQDO FRXUW VXSHUYLVLQJ 
WKH FRPSOLDQFH E\ D UHOHYDQW FRPSHWHQW DXWKRULW\ ZLWK WKH OHJDO 
UHTXLUHPHQWV LQ DUWLFOH 6(3) RI WKH +DELWDWV 'LUHFWLYH.  $OWKRXJK 
WKH OHJDO WHVW XQGHU HDFK OLPE RI DUWLFOH 6(3) LV D GHPDQGLQJ RQH, 
UHTXLULQJ D VWULFW SUHFDXWLRQDU\ DSSURDFK WR EH IROORZHG, LW DOVR 
FOHDUO\ UHTXLUHV HYDOXDWLYH MXGJPHQWV WR EH PDGH, KDYLQJ UHJDUG 
WR PDQ\ YDULHG IDFWRUV DQG FRQVLGHUDWLRQV. $V $GYRFDWH *HQHUDO 
.RNRWW H[SODLQHG LQ SDUDJUDSK 107 RI KHU 2SLQLRQ LQ :DGGHQ]HH 
>L.H. /DQGHOLMNH 9HUHQLJLQJ WR %HKRXG YDQ GH :DGGHQ]HH Y 
6WDDWVHFUHWDULV YDQ /DQGERXZ, 1DWXXUEHKHHU HQ 9LVVHULM (2005) 
&DVH &-127/02� >2005@ 2 &0/5 31@ WKH FRQFOXVLRQ WR EH UHDFKHG 
XQGHU DQ µDSSURSULDWH DVVHVVPHQW¶ XQGHU WKH VHFRQG OLPE RI 
DUWLFOH 6(3) FDQQRW UHDOLVWLFDOO\ UHTXLUH WKH DWWDLQPHQW RI DEVROXWH 
FHUWDLQW\ WKDW WKHUH ZLOO EH QR DGYHUVH HIIHFWV� WKH DVVHVVPHQW 
UHTXLUHG µLV, RI QHFHVVLW\, VXEMHFWLYH LQ QDWXUH¶. 7KH VDPH LV 
HTXDOO\ WUXH RI WKH DVVHVVPHQW DW WKH VFUHHQLQJ VWDJH XQGHU WKH 
ILUVW OLPE RI DUWLFOH 6(3). 8QGHU WKH VFKHPH RI WKH +DELWDWV 
'LUHFWLYH, WKH DVVHVVPHQW XQGHU HDFK OLPE LV SULPDULO\ RQH IRU 
WKH UHOHYDQW FRPSHWHQW DXWKRULW\ WR FDUU\ RXW. 

7�. 0U -RQHV VXEPLWWHG WKDW 3DWWHUVRQ - HUUHG LQ WUHDWLQJ WKH 
DVVHVVPHQW E\ WKH ,QVSHFWRU RI FRPSOLDQFH RI WKH SURSRVHG 
GHYHORSPHQW ZLWK WKH UHTXLUHPHQWV  RI DUWLFOH 6(3)  DV EHLQJ D  
PDWWHU IRU MXGLFLDO UHYLHZ DFFRUGLQJ WR WKH :HGQHVEXU\ 
UDWLRQDOLW\ VWDQGDUG. +H VDLG WKDW LQ DSSO\LQJ (8 ODZ XQGHU WKH 
+DELWDWV 'LUHFWLYH WKH QDWLRQDO FRXUW LV UHTXLUHG WR DSSO\ D PRUH 
LQWHQVLYH VWDQGDUG RI UHYLHZ ZKLFK PHDQV, LQ HIIHFW, WKDW WKH\ 
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VKRXOG PDNH WKHLU RZQ DVVHVVPHQW DIUHVK, DV D SULPDU\ GHFLVLRQ-
PDNHU. 

80. , GR QRW DFFHSW WKHVH VXEPLVVLRQV. ,Q WKH VLPLODU FRQWH[W RI 
UHYLHZ RI VFUHHQLQJ DVVHVVPHQWV IRU WKH SXUSRVHV RI WKH 
(QYLURQPHQWDO ,PSDFW $VVHVVPHQW ((,$) 'LUHFWLYH DQG 
5HJXODWLRQV >VHH SDUDJUDSK 378 EHORZ@, WKLV &RXUW KDV KHOG WKDW 
WKH UHOHYDQW VWDQGDUG RI UHYLHZ LV WKH :HGQHVEXU\ VWDQGDUG, 
ZKLFK LV VXEVWDQWLDOO\ WKH VDPH DV WKH UHOHYDQW VWDQGDUG RI UHYLHZ 
RI µPDQLIHVW HUURU RI DVVHVVPHQW¶ DSSOLHG E\ WKH &-(8 LQ 
HTXLYDOHQW FRQWH[WV� VHH 5 ((YDQV) Y 6HFUHWDU\ RI 6WDWH IRU 
&RPPXQLWLHV DQG /RFDO *RYHUQPHQW >2013@ (:&$ &LY 114� 
>2013@ -3/ 1027 DW >32@->43@, LQ ZKLFK SDUWLFXODU UHIHUHQFH LV 
PDGH WR &DVH &-508/03, &RPPLVVLRQ RI WKH (XURSHDQ 
&RPPXQLWLHV Y 8QLWHG .LQJGRP >2006@ 4% 764, DW >88@->�2@ RI 
WKH MXGJPHQW, DV ZHOO DV WR WKH :DGGHQ]HH FDVH. $OWKRXJK WKH 
UHTXLUHPHQWV RI DUWLFOH 6(3) DUH GLIIHUHQW IURP WKRVH LQ WKH (,$ 
'LUHFWLYH, WKH PXOWL-IDFWRULDO DQG WHFKQLFDO QDWXUH RI WKH 
DVVHVVPHQW FDOOHG IRU LV YHU\ VLPLODU. 7KHUH LV QR PDWHULDO 
GLIIHUHQFH LQ WKH SODQQLQJ FRQWH[W LQ ZKLFK ERWK LQVWUXPHQWV IDOO 
WR EH DSSOLHG. 7KHUH LV QR VRXQG UHDVRQ WR WKLQN WKDW WKHUH VKRXOG 
EH DQ\ GLIIHUHQFH DV UHJDUGV WKH UHOHYDQW VWDQGDUG RI UHYLHZ WR 
EH DSSOLHG E\ D QDWLRQDO FRXUW LQ UHYLHZLQJ WKH ODZIXOQHVV RI 
ZKDW WKH UHOHYDQW FRPSHWHQW DXWKRULW\ KDV GRQH LQ ERWK FRQWH[WV.  
/LNH WKLV &RXUW LQ WKH (YDQV FDVH (VHH SDUD. >43@), , FRQVLGHU WKDW 
WKH SRVLWLRQ LV FOHDU DQG , FDQ VHH QR SURSHU EDVLV IRU PDNLQJ D 
UHIHUHQFH WR WKH &-(8 RQ WKLV LVVXH.´ 

7KH DSSURDFK LQ 6P\WK ZDV IROORZHG LQ 5 (0\Q\GG \ *Z\QW) Y 6HFUHWDU\ RI 6WDWH IRU 
%XVLQHVV, (QHUJ\ DQG ,QGXVWULDO 6WUDWHJ\ >2018@ (:&$ &LY 231� >2018@ 3765 1274 DW 
>8@. 

351.  :H UHVSHFWIXOO\ DJUHH ZLWK WKDW DQDO\VLV DQG FRQFOXVLRQ RQ WKLV LVVXH.  :H GR QRW VHH 
DQ\ DUJXDEOH MXVWLILFDWLRQ IRU D GLIIHUHQW VWDQGDUG RI UHYLHZ WR EH DGRSWHG IRU LVVXHV WR 
GR ZLWK FRPSOLDQFH ZLWK DUWLFOH 6(4) ± LQ UHVSHFW RI WKH LGHQWLILFDWLRQ RI SROLFLHV JLYLQJ 
ULVH WR D SURSRVHG VFKHPH, DQG WKH DVVHVVPHQW RI ZKHWKHU DQ RSWLRQ PHHWV WKH FRUH 
REMHFWLYHV RI WKRVH SROLFLHV ± DV RSSRVHG WR DUWLFOH 6(3). ,QGHHG, LI DQ\WKLQJ, WKH 
DVVHVVPHQW RI ZKHWKHU D SROLF\ PHHWV WKH FRUH REMHFWLYHV RI D SROLF\-PDNHU, DVVLJQHG 
E\ 3DUOLDPHQW ZLWK WKH WDVN, LV LQ RXU YLHZ HYHQ PRUH HVVHQWLDOO\ D PDWWHU IRU WKDW SROLF\-
PDNHU, DQG QRW WKH FRXUW ZKLFK LV SHFXOLDUO\ LOO-HTXLSSHG WR PDNH VXFK DVVHVVPHQWV.  
+RZHYHU, IRU WKH UHDVRQV ZH JLYH EHORZ (VHH SDUDJUDSKV 353-356), WKH QDWXUH DQG 
VWDQGDUG RI UHYLHZ LV QRW GHWHUPLQDWLYH LQ WKLV FDVH.    

352.  +DYLQJ GHDOW ZLWK WKH IDFWXDO DQG OHJDO FRQWH[W LQ VRPH GHWDLO, ZH FDQ GHDO ZLWK WKH WZR 
OLPEV RI WKH JURXQG RI FKDOOHQJH TXLWH EULHIO\.   

*URXQG 8.1� 'LVFXVVLRQ DQG &RQFOXVLRQ 

353.  :KHWKHU WKH VWDQGDUG RI UHYLHZ LV LUUDWLRQDOLW\ RU SURSRUWLRQDOLW\, ZH FRQFOXGH WKDW WKHUH 
LV QR OHJDO EDVLV IRU FKDOOHQJLQJ WKH 6HFUHWDU\ RI 6WDWH¶V GHFLVLRQ WR DGRSW WKH VR-FDOOHG 
³KXE REMHFWLYH´ DQG/RU KLV DVVHVVPHQW WKDW WKH *DWZLFN 25 6FKHPH IDLOHG WR PHHW LW.    
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354.  $V VHW RXW LQ WKH IDFWXDO EDFNJURXQG VHFWLRQ RI WKLV MXGJPHQW (SDUDJUDSKV 42 DQG 
IROORZLQJ), DW OHDVW DV IDU EDFN DV 6HSWHPEHU 2012 ZKHQ WKH $& ZDV HVWDEOLVKHG, 
LQFUHDVLQJ DLUSRUW FDSDFLW\ VR DV WR PDLQWDLQ WKH 8.¶V SRVLWLRQ DV (XURSH¶V PRVW 
LPSRUWDQW DYLDWLRQ KXE ZDV LGHQWLILHG DV D FRUH REMHFWLYH. 7KLV LQYROYHV WKH SURYLVLRQ 
RI FDSDFLW\ IRU PRUH ORQJ-KDXO IOLJKWV (SDUDJUDSKV 1.2 DQG 1.3 RI WKH $136).  7KH $& 
)LQDO 5HSRUW FRQILUPHG WKH HFRQRPLF LPSRUWDQFH RI WKH ³KXE REMHFWLYH´, DQG WKH QHHG 
WR LQFUHDVH FDSDFLW\ LQ RUGHU WR UHYHUVH WKH GHFOLQH LQ WKH 8.¶V KXE VWDWXV. 5HIHUHQFH 
ZDV PDGH WR WKH FXUUHQW LQDELOLW\ RI /RQGRQ WR GHYHORS ORQJ-KDXO OLQNV WR QHZ 
GHVWLQDWLRQV, LQFOXGLQJ WKRVH LQ HPHUJLQJ PDUNHWV. 'HPDQG IRU VXFK URXWHV ZDV EHLQJ 
PHW E\ LQFUHDVHG VHUYLFHV DW KXE IDFLOLWLHV LQ (XURSH DQG WKH 0LGGOH (DVW. &DSDFLW\ 
FRQVWUDLQWV DIIHFW QRW RQO\ SDVVHQJHU VHUYLFHV EXW DOVR WKH HFRQRPLFDOO\ LPSRUWDQW 
IUHLJKW VHFWRU. 7KHVH SRLQWV ZHUH LQFOXGHG LQ &KDSWHU 2 RI WKH )HEUXDU\ 2017 GUDIW 
$136, DV ZHOO DV LQ WKH ILQDOO\ GHVLJQDWHG YHUVLRQ. 7KH LQFOXVLRQ RI WKH ³KXE REMHFWLYH´ 
DV SURSHUO\ RQH RI WKH IXQGDPHQWDO DLPV RI WKH $136 LV VLPSO\ QRW RSHQ WR FKDOOHQJH. 

355.  0U -DIIH\¶V PRUH VSHFLILF DWWDFN ZDV RQ WKH 6HFUHWDU\ RI 6WDWH¶V FRQFOXVLRQ LQ 
6HSWHPEHU 2017, UHSHDWHG LQ WKH ILQDO YHUVLRQ RI WKH $136 (SDUDJUDSK 1.32), WKDW WKH 
H[SDQVLRQ RI *DWZLFN WKURXJK WKH DGGLWLRQ RI D VHFRQG UXQZD\ ZRXOG QRW GHOLYHU WKH 
³KXE REMHFWLYH´, L.H. WR PDLQWDLQ WKH 8.¶V KXE VWDWXV. +RZHYHU, DV 0U 0DXULFL SRLQWHG 
RXW, WKHUH DUH QR OHJDO FKDOOHQJHV WR WKH DVVHVVPHQWV DQG FRQFOXVLRQV UHDFKHG LQ 
SDUDJUDSKV 3.18-3.1� (RU, ZH ZRXOG DGG, SDUDJUDSKV 3.20-3.24) RI WKH $136.  2QH RI 
WKRVH FRQFOXVLRQV ZDV WKDW WKH *DWZLFN 25 6FKHPH ZRXOG QRW PDLQWDLQ EXW UDWKHU 
ZRXOG threaten WKH 8.¶V JOREDO DYLDWLRQ KXE VWDWXV (SDUDJUDSK 3.1�). 7KLV ZDV HQWLUHO\ 
FRQVLVWHQW ZLWK WKH $&¶V )LQDO 5HSRUW (VHH SDUDJUDSK 55 DERYH). 7KHUHIRUH, RQ WKH 
FRQFOXVLRQV UHDFKHG E\ WKH 6HFUHWDU\ RI 6WDWH, WKLV LV QRW DQ LVVXH DERXW WKH extent WR 
ZKLFK WKH *DWZLFN 25 6FKHPH ZRXOG PHHW WKH ³KXE REMHFWLYH´, ZKLFK ZRXOG EH D 
PDWWHU RI GHJUHH RU UHODWLYH DWWDLQPHQW RI WKDW DLP. 5DWKHU, WKH 6HFUHWDU\ RI 6WDWH KDV 
FRQFOXGHG WKDW WKH VFKHPH ZRXOG QRW PHHW WKDW SROLF\ REMHFWLYH DW DOO. 7KDW FRQFOXVLRQ 
LV QRW RSHQ WR FKDOOHQJH E\ ZD\ RI MXGLFLDO UHYLHZ.  7KH 6HFUHWDU\ RI 6WDWH ZDV HQWLWOHG 
WR GHFLGH WKDW D SURSRVDO WKDW ZRXOG WKUHDWHQ WKH ³KXE REMHFWLYH´ LV QRW DQ ³DOWHUQDWLYH 
VROXWLRQ´ IRU WKH SXUSRVHV RI WKH +DELWDWV 'LUHFWLYH. 7KDW FRQFOXVLRQ WRR LV QRW RSHQ WR 
OHJDO FKDOOHQJH. 

356.  ,Q RXU YLHZ, WKH +LOOLQJGRQ &ODLPDQWV¶ DUJXPHQW ZRXOG QRW KDYH DQ\ EHWWHU SURVSHFWV 
RI VXFFHVV LI WKH SURSRUWLRQDOLW\ DSSURDFK ZHUH WR EH DSSURSULDWH IRU WKLV DUHD RI MXGLFLDO 
UHYLHZ. 7KH VHOHFWLRQ RI WKH ³KXE REMHFWLYH´ DV D FRQVLGHUDWLRQ RI FHQWUDO LPSRUWDQFH 
WR WKH $136 DQG WKH *DWZLFN 25 6FKHPH DV IDLOLQJ WR GHOLYHU WKDW REMHFWLYH, ZHUH ERWK 
NH\ SRLQWV IRU 3DUOLDPHQW WR FRQVLGHU ZKHQ WKH ILQDO YHUVLRQ RI WKH 136 ZDV ODLG EHIRUH 
LW DQG IRU WKH 6HFUHWDU\ RI 6WDWH ZKHQ KH GHVLJQDWHG WKH 1:5 6FKHPH. (YHQ LI 
SURSRUWLRQDOLW\ ZHUH LQYROYHG, IRU WKH UHDVRQV ZH KDYH JLYHQ WKH 6HFUHWDU\ RI 6WDWH 
ZRXOG KDYH D VLJQLILFDQW PDUJLQ RI DSSUHFLDWLRQ� DQG WKH HYLGHQFH ZDV ILUPO\ DJDLQVW 
WKH *DWZLFN 25 6FKHPH EHLQJ DEOH WR PDLQWDLQ WKH 8.¶V KXE VWDWXV IXQFWLRQ.  

357.  )LQDOO\, 0U -DIIH\ FRQWHQGV WKDW WKH GHFLVLRQ WR UHMHFW WKH *DWZLFN 25 6FKHPH DV DQ 
³DOWHUQDWLYH VROXWLRQ´ IRU WKH SXUSRVHV RI WKH +5$ LV LQFRQVLVWHQW ZLWK LWV UHWHQWLRQ DV 
D ³UHDVRQDEOH DOWHUQDWLYH´ LQ WKH $R6 IRU WKH SXUSRVHV RI WKH 6($ 'LUHFWLYH. :H KDYH 
DOUHDG\ GHDOW ZLWK WKH ODQJXDJH RI WKHVH WZR UHJLPHV DQG WKHLU GLIIHULQJ OHJDO SXUSRVHV 
(VHH SDUDJUDSKV 320-322 DERYH). 7KH *DWZLFN 25 6FKHPH ZDV QRW UXOHG RXW DV DQ 
DOWHUQDWLYH DW WKH EHJLQQLQJ RI WKH 6($ SURFHVV. $Q RSSRUWXQLW\ ZDV JLYHQ IRU WKH FDVH 
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IRU LW WR EH DGYDQFHG. 7KH ³VLIWV´ RI DOWHUQDWLYHV UHIHUUHG WR E\ 0U -DIIH\ ZHUH FDUULHG 
RXW HLWKHU E\ WKH $& RU EHIRUH WKH FRQVXOWDWLRQ VWDJH XQGHU WKH 6($ 'LUHFWLYH. 

358.  0U -DIIH\ WKHQ UHOLHG XSRQ WKH GHVFULSWLRQ RI WKH *DWZLFN 25 6FKHPH DV DQ DOWHUQDWLYH 
LQ WKH ILQDO YHUVLRQ RI WKH $R6 (-XQH 2018) DQG WKH 3RVW $GRSWLRQ 6WDWHPHQW (26 -XQH 
2018). %XW WKHVH GRFXPHQWV DUH QRW WR EH FRQVWUXHG DV LI WKH\ ZHUH OHJDO LQVWUXPHQWV.  
0RUHRYHU, WKH\ SODLQO\ VWDWH WKDW WKH\ DUH WR EH UHDG WRJHWKHU ZLWK WKH $136, DQG VR WKH 
SDVVDJHV UHOLHG XSRQ VKRXOG EH UHDG FRPSDWLEO\ ZLWK WKH SROLF\ VWDWHPHQW XQOHVV WKDW LV 
PDGH LPSRVVLEOH E\ WKH ODQJXDJH XVHG. 7KDW LV QRW WKH FDVH KHUH. 7KH GRFXPHQWV 
UHIHUUHG WR E\ 0U -DIIH\ VWDWH WKDW, HYHQ ZLWK D VHFRQG UXQZD\, *DWZLFN ZRXOG ODUJHO\ 
UHPDLQ D SRLQW-WR-SRLQW DLUSRUW. ,Q RWKHU ZRUGV, DV SDUDJUDSK 3.10 RI WKH $136 VWDWHV, 
*DWZLFN ZRXOG DWWUDFW ³YHU\ IHZ WUDQVIHU SDVVHQJHUV´. 7KDW LV DQ DVVHVVPHQW E\ WKH 
6HFUHWDU\ RI 6WDWH WKDW LV MXVWLILHG RQ WKH HYLGHQFH. 2Q WKH EDVLV RI WKDW DVVHVVPHQW, 
*DWZLFN ZRXOG EH WKH DQWLWKHVLV RI D KXE.   

35�.  )XUWKHUPRUH, $QQH[ & RI WKH VXEPLVVLRQ E\ RIILFLDOV WR WKH 6HFUHWDU\ RI 6WDWH RQ 25 
6HSWHPEHU 2017 H[SODLQHG ZK\ *DWZLFN ZDV UHWDLQHG LQ WKH FRQVLGHUDWLRQ RI 
DOWHUQDWLYHV LQ WKH $R6, KDYLQJ UHJDUG WR WKH GLIIHUHQW SXUSRVHV RI WKH 6($ UHJLPH, LQ 
DFFRUGDQFH ZLWK WKH DQDO\VLV VHW RXW DERYH (SDUDJUDSK 322), DQG WR UHFRUG DQG H[SODLQ 
KRZ WKH HYLGHQFH XQGHUSLQQLQJ WKH GHFLVLRQ WR VHOHFW WKH 1:5 KDG EHHQ WHVWHG 
FRPSUHKHQVLYHO\. :H VHH QR PHULW LQ 0U -DIIH\¶V FULWLFLVPV, ZKLFK ZH FRQVLGHU RYHUO\ 
IRUHQVLF. 

360.  )RU WKHVH UHDVRQV, ZH UHMHFW WKH +LOOLQJGRQ &ODLPDQWV¶ FKDOOHQJH XQGHU *URXQG 8.1. 

*URXQG 8.2 

361.  *LYHQ WKDW WKH +LOOLQJGRQ &ODLPDQWV KDYH IDLOHG RQ WKH ILUVW SDUW RI WKH JURXQG, LW 
IROORZV WKDW WKH FKDOOHQJH WR WKH $136 XQGHU *URXQG 8 DV D ZKROH PXVW IDLO.  ,Q WKRVH 
FLUFXPVWDQFHV, ZH FDQ GHDO ZLWK *URXQG 8.2 EULHIO\. 

362.  (VVHQWLDOO\, 0U -DIIH\ VRXJKW WR DUJXH WKDW WKHUH ZDV QR HYLGHQFH WR VXSSRUW WKH 
FRQFOXVLRQV UHDFKHG E\ WKH 6HFUHWDU\ RI 6WDWH RQ SRWHQWLDO LPSDFWV RI WKH *DWZLFN 
VFKHPH RQ WKH 0ROH *DS WR 5HLJDWH (VFDUSPHQW 6$&. +RZHYHU, WKH GHWDLOHG 
H[SODQDWLRQ SURYLGHG LQ WKH ZLWQHVV VWDWHPHQWV RI &KDUOHV 0RUULVRQ, WRJHWKHU ZLWK 
SDVVDJHV LQ WKH VXSSRUWLQJ GRFXPHQWV UHIHUUHG WR E\ 0U 0DXULFL, UHIXWH WKLV DOOHJDWLRQ 
LQVRIDU DV LW JRHV. 

363.  )URP WKH LQFHSWLRQ RI WKH VFUHHQLQJ SURFHVV XQGHU WKH +DELWDWV 5HJXODWLRQV, D &URVV-
*RYHUQPHQW 6WHHULQJ *URXS ZDV HVWDEOLVKHG RQ ZKLFK 1DWXUDO (QJODQG ZDV 
UHSUHVHQWHG DV WKH UHOHYDQW ³QDWXUH FRQVHUYDWLRQ ERG\´ XQGHU UHJXODWLRQ 5. 1DWXUDO 
(QJODQG UHFHLYHG VXFFHVVLYH GUDIWV RI WKH VFUHHQLQJ DVVHVVPHQW DQG DJUHHG ZLWK WKH 
ILQGLQJV RI WKH ILQDO VFUHHQLQJ DVVHVVPHQW.  

364.  7KH ³DSSURSULDWH DVVHVVPHQW´ VWDJH XQGHU WKH +DELWDWV 5HJXODWLRQV EHJDQ LQ WKH 
VXPPHU RI 2016. 7KURXJKRXW WKLV SURFHVV :63 FRQVXOWHG ZLWK 1DWXUDO (QJODQG.  7KH 
DVVHVVPHQW SURGXFHG IRU WKH VKRUWOLVWHG RSWLRQV VWDWHG WKDW WKH *DWZLFN VFKHPH ZRXOG 
UHVXOW LQ IHZHU W\SHV RI LPSDFW DW IHZHU (XURSHDQ VLWHV WKDQ HLWKHU RI WKH WZR +HDWKURZ 
VFKHPHV. +RZHYHU, LPSDFWV IURP *DWZLFN WKURXJK FKDQJHV WR DLU TXDOLW\ LQ WHUPV RI 
12; FRXOG QRW EH GLVFRXQWHG DW WKH 0ROH *DS WR 5HLJDWH (VFDUSPHQW 6$& DQG DGYHUVH 



� �
�

�

�

 

�
  

 
  

  

�   

 
 

  
  

�  
  

 

 
  

  

 
  
  

 
   

   
  

  

 
  

   
  

 

�
 

  

�
  

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
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HIIHFWV FRXOG DULVH WKHUH, ZKLFK FRQWDLQHG D SULRULW\ QDWXUDO KDELWDW W\SH, L.H. RQH GHILQHG 
DV EHLQJ LQ GDQJHU RI GLVDSSHDUDQFH. 

365.  'XULQJ WKH FRQVXOWDWLRQ RQ WKH GUDIW +5$ ZKLFK DFFRPSDQLHG WKH FRQVXOWDWLRQ GUDIW RI 
WKH $136, 1DWXUDO (QJODQG VWDWHG WKDW WKH\ DJUHHG ZLWK LWV FRQFOXVLRQV RQ WKH *DWZLFN 
25 6FKHPH.  7KH\ DGGHG WKDW WKH ZRUN KDG EHHQ FDUULHG RXW DW D VWUDWHJLF OHYHO, L.H. IRU 
WKH SUHSDUDWLRQ RI D SROLF\ VWDWHPHQW, ZKLFK LQGLFDWHG WKH LPSRUWDQFH RI WKH PRUH 
GHWDLOHG ZRUN WR EH XQGHUWDNHQ VXEVHTXHQWO\ WKURXJK WKH DSSURSULDWH DVVHVVPHQW 
UHTXLUHG DW WKH SURMHFW OHYHO VWDJH. 

366.  'XULQJ WKH FRQVXOWDWLRQ, *$/ VXEPLWWHG D VXUYH\ SURGXFHG E\ LWV FRQVXOWDQW, WR WKH 
HIIHFW WKDW WKH UHOHYDQW DUHD RI WKH 6$& FRQWDLQHG QR SULRULW\ KDELWDW.  :63 SURYLGHG D 
UHDVRQHG UHVSRQVH WR WKH 6HFUHWDU\ RI 6WDWH VHWWLQJ RXW ZK\ WKH\ GLVDJUHHG ZLWK WKDW 
DQDO\VLV. 7KH\ VDLG WKDW WKH VRLO W\SH ZRXOG VXSSRUW RUFKLGV, D SULRULW\ VSHFLHV� DQG WKH\ 
H[SODLQHG ZK\ KDYLQJ UHJDUG WR WKH WLPLQJ RI WKH *DWZLFN VXUYH\, FXUUHQW PDQDJHPHQW 
SUDFWLFHV RQ WKH ODQG, ZHDWKHU FRQGLWLRQV DQG WKH SUHFDXWLRQDU\ SULQFLSOH, WKHUH ZDV 
SRWHQWLDO IRU RUFKLGV WR EH SUHVHQW DQG \HW PLVVHG E\ WKH VXUYH\ FDUULHG RXW IRU *DWZLFN. 

367.  ,Q D OHWWHU GDWHG 1� 'HFHPEHU 2017, 1DWXUDO (QJODQG SURYLGHG WKHLU YLHZV LQ UHVSRQVH 
WR WKH UHYLVHG GUDIW $136 DQG WKH +5$ SURGXFHG LQ 2FWREHU 2017. 7KH\ VWDWHG WKDW 
WKH\ ZHUH EURDGO\ LQ DJUHHPHQW ZLWK WKDW DVVHVVPHQW. 6SHFLILFDOO\ LQ UHODWLRQ WR WKH 
*DWZLFN 25 6FKHPH, WKH\ VDLG�  

³3DUDJUDSK �.2.11, �.2.12, �.2.13� 7KHVH VHFWLRQV LGHQWLI\ WKH 
SRWHQWLDO IRU DLU TXDOLW\ LPSDFWV IURP URDG WUDIILF RQ 0ROH *DS 
WR 5HLJDWH (VFDUSPHQW 6$&, ZLWK WKH SUHVHQFH RI D SULRULW\ 
QDWXUDO KDELWDW PDNLQJ DQ ,523, FDVH FKDOOHQJLQJ. 7KLV VHFWLRQ 
FRQFOXGHV µEDVHG RQ WKH LQIRUPDWLRQ DYDLODEOH DW WKLV VWDJH LW KDV 
QRW EHHQ SRVVLEOH WR LGHQWLI\ DQ\ DOWHUQDWLYH VROXWLRQV WR WKH 
SUHIHUUHG VFKHPH¶. 

:KLOVW ZH UHFRJQLVH WKLV SRVLWLRQ IRU WKH VWUDWHJLF OHYHO 
DVVHVVPHQW, ZH ZRXOG DGYLVH WKDW LI WKH GHWDLOHG SURMHFW OHYHO 
+5$ IRU +HDWKURZ 1:5 DOVR SURGXFHV ILQGLQJV WKDW DUH 
QHJDWLYH RU XQFHUWDLQ, WKHQ D PRUH GHWDLOHG DVVHVVPHQW RI 
DOWHUQDWLYHV (LQFOXGLQJ *DWZLFN) LV QHHGHG. 7KLV ZRXOG QHHG WR 
FRQVLGHU LQ PRUH GHWDLO WKH HFRORJLFDO LPSDFWV RI HPLVVLRQV RQ 
WKH 0ROH *DS WR 5HLJDWH (VFDUSPHQW 6$& LQ YLHZ LWV TXDOLI\LQJ 
IHDWXUHV DQG FRQVHUYDWLRQ REMHFWLYHV. )RU H[DPSOH LI WKH SULRULW\ 
IHDWXUHV RI LQWHUHVW GR QRW IDOO ZLWKLQ WKH GLVWDQFH FULWHULD IRU DLU 
TXDOLW\ LPSDFWV (200P IRU URDGV), WKHQ VXFK DQ LPSDFW PD\ EH 
DEOH WR EH UXOHG RXW, ZKLFK PD\ DIIHFW WKH YLHZ WDNHQ RQ 
DOWHUQDWLYH VROXWLRQV.´ 

368.  7KH XSVKRW LV WKDW ZH DUH XQDEOH WR DFFHSW WKH +LOOLQJGRQ &ODLPDQWV¶ FRQWHQWLRQ WKDW 
WKHUH ZDV QR HYLGHQFH EHIRUH WKH 6HFUHWDU\ RI 6WDWH WR VXSSRUW WKH FRQFOXVLRQ WKDW 
SRWHQWLDO VLJQLILFDQW HIIHFWV XSRQ WKH 6$& DULVLQJ IURP WKH *DWZLFN 25 6FKHPH FRXOG 
QRW EH UXOHG RXW. 

36�. ,Q DGGLWLRQ, WKH DVVHVVPHQW FDUULHG RXW IRU WKH 6HFUHWDU\ RI 6WDWH LQ )HEUXDU\ 2017 KDG 
UHOLHG XSRQ WKH QHHG WR REWDLQ WKH RSLQLRQ RI WKH &RPPLVVLRQ RQ WKH SRWHQWLDO HIIHFWV 
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RQ  WKH  6$&  (UHJXODWLRQ  64(2)(E)).   0U  0DXULFL  DFFHSWHG WKDW WKLV SURFHGXUDO 
UHTXLUHPHQW GLG QRW LQ LWVHOI SUHYHQW WKH *DWZLFN 25 6FKHPH IURP EHLQJ WUHDWHG DV DQ 
³DOWHUQDWLYH VROXWLRQ´, QRW OHDVW EHFDXVH LW GLG QRW DPRXQW WR D SUH-FRQGLWLRQ WKDW WKH 
&RPPLVVLRQ¶V DSSURYDO EH REWDLQHG.  %XW DV 0U 0RUULVRQ VDLG (0RUULVRQ 2, SDUDJUDSK 
2.12), HYHQ LI DQ RSLQLRQ KDG EHHQ VRXJKW LQ FRQQHFWLRQ ZLWK WKH $136, WKHUH LV QR 
UHDVRQ WR WKLQN WKDW LW ZRXOG KDYH EHHQ IDYRXUDEOH, EHFDXVH DQ\ VXFK RSLQLRQ ZRXOG 
QRUPDOO\ EH OLQNHG WR GHWDLOHG FRQGLWLRQV UHJDUGLQJ FRPSHQVDWRU\  VFKHPHV.  0U  
0DXULFL ULJKWO\ SRLQWHG RXW WKDW WKH OHYHO RI GHWDLO QHHGHG IRU WKLV SXUSRVH ZRXOG QRW 
H[LVW XQWLO WKH SURGXFWLRQ RI GHWDLOHG GHVLJQV DW WKH SURMHFW VWDJH. 7KXV, WKH UHIHUHQFH 
WR WKH REWDLQLQJ RI DQ RSLQLRQ IURP WKH &RPPLVVLRQ GLG QRW GHWUDFW IURP WKH HVVHQWLDO 
MXGJPHQW WKDW, RQ WKH LQIRUPDWLRQ DYDLODEOH DW WKH VWDJH RI SUHSDULQJ WKH $136, DQG 
DSSO\LQJ WKH UHTXLUHG SUHFDXWLRQDU\ DSSURDFK, WKH DGYHUVH LPSDFWV RI WKH *DWZLFN 25 
6FKHPH FRXOG QRW EH GLVFRXQWHG. 

370.  +RZHYHU, ZH DFFHSW WKDW WKDW OHDGV WR D IXUWKHU TXHVWLRQ� ZK\ VKRXOG WKH *DWZLFN 25 
6FKHPH KDYH EHHQ FRPSOHWHO\ GLVFRXQWHG DV DQ DOWHUQDWLYH VROXWLRQ DW WKH $136 VWDJH 
EHFDXVH RI WKLV SRWHQWLDO LPSDFW RQ DQ 6$& QHDU WKH 025 ZKHQ, DFFRUGLQJ WR WKH DGYLFH 
RI 1DWXUDO (QJODQG, D PRUH GHWDLOHG VWXG\ DW WKH SURMHFW OHYHO VWDJH IRU WKH 1:5 PLJKW 
EH DEOH WR UXOH WKDW LPSDFW RXW" ,Q RXU YLHZ, EHIRUH XV, WKDW TXHVWLRQ KDV QRW EHHQ 
VDWLVIDFWRULO\ DQVZHUHG. 

371.  +RZHYHU, *URXQG 8.2 ZDV QRW SXW LQ WKDW ZD\� DQG, ZKDWHYHU WKH DQVZHU WR WKDW TXHVWLRQ 
PLJKW EH, LW FRXOG QRW HVWDEOLVK D IDLOXUH WR VDWLVI\ DUWLFOH 6(4) EHFDXVH, LQ DQ\ HYHQW, WKH 
6HFUHWDU\ RI 6WDWH DFWHG ODZIXOO\ LQ H[FOXGLQJ WKH *DWZLFN 25 6FKHPH DV DQ DOWHUQDWLYH 
VROXWLRQ RQ WKH JURXQGV WKDW LW IDLOHG WR PHHW WKH ³KXE REMHFWLYH´. 

&RQFOXVLRQ 

372.  )RU WKHVH UHDVRQV, ZH ZRXOG DQVZHU ,VVXH 6, ³1R´� WKH GHFLVLRQ RI WKH 6HFUHWDU\ RI 6WDWH 
WKDW WKH *DWZLFN 25 6FKHPH ZDV QRW DQ DOWHUQDWLYH VROXWLRQ WR WKH 1:5 6FKHPH ZDV 
QRW LQ EUHDFK RI WKH +DELWDWV 'LUHFWLYH E\ UHDVRQ RI HLWKHU (L) WKH REMHFWLYHV RI  (D)  
LQFUHDVLQJ DLUSRUW FDSDFLW\ DQG (E) PDLQWDLQLQJ WKH 8.¶V KXE VWDWXV EHLQJ OHJDOO\ 
HUURQHRXV� RU (LL) WKH FRQFOXVLRQV RQ WKH SRWHQWLDO KDELWDWV LPSDFWV RI WKH *DWZLFN 25 
6FKHPH EHLQJ UHDFKHG ZLWKRXW DQ\ HYLGHQFH. 

373.  $FFRUGLQJO\, *URXQG 8 IDLOV. 

6WUDWHJLF�(QYLURQPHQWDO�$VVHVVPHQW�

,QWURGXFWLRQ 

374.  7KHVH JURXQGV RI FKDOOHQJH UHODWH WR WKH HQYLURQPHQWDO UHSRUW ZKLFK WKH 6HFUHWDU\ RI 
6WDWH ZDV UHTXLUHG WR SUHSDUH XQGHU WKH 6($ 'LUHFWLYH (DV WUDQVSRVHG E\ WKH 6($ 
5HJXODWLRQV). 

375.  6HFWLRQ 5(3) RI WKH 3$ 2008 UHTXLUHG WKH 6HFUHWDU\ RI 6WDWH WR ³FDUU\ RXW DQ DSSUDLVDO 
RI VXVWDLQDELOLW\´ RI WKH GUDIW $136. 7KH GRFXPHQW SXEOLVKHG DV WKH $R6 ZDV SUHSDUHG 
E\ KLP LQ RUGHU WR VDWLVI\ WKH UHTXLUHPHQW WR SURGXFH DQ HQYLURQPHQWDO UHSRUW XQGHU WKH 
6($ 'LUHFWLYH DV ZHOO DV VHFWLRQ 5(3). 

7KH *URXQGV 
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376.  7KH +LOOLQJGRQ &ODLPDQWV FODLP WKDW WKH 6HFUHWDU\ RI 6WDWH EUHDFKHG DUWLFOH 5(1) DQG 
(2) WKH 6($ 'LUHFWLYH (WDNHQ ZLWK YDULRXV SDUWV RI $QQH[ 1, DV LGHQWLILHG EHORZ) LQ WKH 
IROORZLQJ ILYH UHVSHFWV. 

*URXQG �.1� +H IDLOHG WR SURYLGH DQ RXWOLQH RI WKH UHODWLRQVKLS EHWZHHQ WKH $136 DQG 
RWKHU UHOHYDQW SODQV RU SURJUDPPHV ($QQH[ 1(D)). 

*URXQG �.2� +H IDLOHG WR LGHQWLI\ WKH HQYLURQPHQWDO FKDUDFWHULVWLFV RI DUHDV OLNHO\ WR EH 
VLJQLILFDQWO\ DIIHFWHG E\ WKH $136 ($QQH[ 1(F)). 

*URXQG �.3� +H IDLOHG WR SURYLGH LQIRUPDWLRQ RQ HQYLURQPHQWDO SURWHFWLRQ REMHFWLYHV, 
HVWDEOLVKHG DW LQWHUQDWLRQDO, (8 RU 0HPEHU 6WDWH OHYHO, ZKLFK DUH UHOHYDQW WR WKH $136 
DQG WKH ZD\ WKRVH REMHFWLYHV DQG DQ\ HQYLURQPHQWDO FRQVLGHUDWLRQV KDYH EHHQ WDNHQ 
LQWR DFFRXQW GXULQJ LWV SUHSDUDWLRQ ($QQH[ 1(H)). 

*URXQG �.4� +H IDLOHG WR SURYLGH LQIRUPDWLRQ RQ WKH OLNHO\ VLJQLILFDQW HIIHFWV RQ WKH 
HQYLURQPHQW, LQFOXGLQJ VKRUW, PHGLXP DQG ORQJ-WHUP HIIHFWV, SHUPDQHQW DQG WHPSRUDU\ 
HIIHFWV, SRVLWLYH DQG QHJDWLYH HIIHFWV, DQG VHFRQGDU\, FXPXODWLYH DQG V\QHUJLVWLF HIIHFWV, 
LQ SDUWLFXODU RQ WKH HIIHFWV RI DLU SROOXWLRQ DQG QRLVH RQ KXPDQ KHDOWK ($QQH[ 1(I)). 

*URXQG �.5� +H IDLOHG WR LGHQWLI\ DQG GHVFULEH PHDVXUHV HQYLVDJHG WR SUHYHQW, UHGXFH 
DQG DV IXOO\ DV SRVVLEOH RIIVHW DQ\ VLJQLILFDQW DGYHUVH HIIHFWV RQ WKH HQYLURQPHQW RI 
LPSOHPHQWLQJ WKH $136 ($QQH[ 1(J)). 

377.  ,Q DGGLWLRQ WR WKHVH LQGLYLGXDO VXE-JURXQGV, WKHUH ZDV DQ RYHUDUFKLQJ LVVXH EHWZHHQ WKH 
+LOOLQJGRQ &ODLPDQWV DQG WKH 6HFUHWDU\ RI 6WDWH DV WR WKH FRUUHFW OHJDO DSSURDFK WR 
FRQVLGHULQJ DOOHJHG GHIHFWV LQ DQ HQYLURQPHQWDO UHSRUW SURGXFHG DV  SDUW RI  WKH  6($ 
SURFHVV. 

7KH 6($ 'LUHFWLYH 

378.  'LUHFWLYH 2011/�2/(8 RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI 13 'HFHPEHU 
2011 RQ WKH DVVHVVPHQW RI WKH HIIHFWV RI FHUWDLQ SXEOLF DQG SULYDWH SURMHFWV RQ WKH 
HQYLURQPHQW DV DPHQGHG (³WKH (,$ 'LUHFWLYH´), DV FXUUHQWO\ WUDQVSRVHG E\ WKH 7RZQ 
DQG &RXQWU\ 3ODQQLQJ ((QYLURQPHQWDO ,PSDFW $VVHVVPHQW) 5HJXODWLRQV 2017 (6, 2017 
1R 571), UHTXLUHV D SURFHVV ZLWKLQ QRUPDO SODQQLQJ SURFHGXUHV. ()RU WKH SXUSRVHV RI 
WKHVH FODLPV, WKH WUDQVSRVLQJ UHJXODWLRQV KDYH QRW PDWHULDOO\ FKDQJHG RYHU WKH UHOHYDQW 
SHULRG� DQG ZH FDQ DQG ZLOO UHIHU WR WKHP LQ WKLV MXGJPHQW FROOHFWLYHO\ DV ³WKH (,$ 
5HJXODWLRQV´.) 7KH 6($ 'LUHFWLYH DV WUDQVSRVHG E\ WKH 6($ 5HJXODWLRQV (VHH 
SDUDJUDSK 30 DERYH) FRQFHUQV WKH HQYLURQPHQWDO LPSDFW RI SODQV DQG SURJUDPPHV. 7KH 
6($ 'LUHFWLYH DQG 5HJXODWLRQV DSSOLHG WR WKH $136. 7KH (,$ 'LUHFWLYH ZRXOG DSSO\ 
ZKHQ WKHUH ZDV D SDUWLFXODU GHYHORSPHQW IRU ZKLFK GHYHORSPHQW FRQVHQW ZDV VRXJKW, 
DW WKH '&2 VWDJH. 

37�.  5HFLWDO (1) WR WKH 6($ 'LUHFWLYH VWDWHV� 

³$UWLFOH 174 RI WKH 7UHDW\ SURYLGHV WKDW &RPPXQLW\ SROLF\ RQ 
WKH HQYLURQPHQW LV WR FRQWULEXWH WR, inter alia, WKH SUHVHUYDWLRQ, 
SURWHFWLRQ DQG LPSURYHPHQW RI WKH TXDOLW\ RI WKH HQYLURQPHQW, 
WKH SURWHFWLRQ RI KXPDQ KHDOWK DQG WKH SUXGHQW DQG UDWLRQDO 
XWLOLVDWLRQ RI QDWXUDO UHVRXUFHV DQG WKDW LW LV WR EH EDVHG RQ WKH 



� �
�

�

�

    
 

    

 

�  

  

  
 

 
 

�

 

 
 

  
   

 

  

�  

 

�

  
  

  

  

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

SUHFDXWLRQDU\ SULQFLSOH. $UWLFOH 6 RI WKH 7UHDW\ SURYLGHV WKDW 
HQYLURQPHQWDO SURWHFWLRQ UHTXLUHPHQWV DUH WR EH LQWHJUDWHG LQWR 
WKH GHILQLWLRQ RI &RPPXQLW\ SROLFLHV DQG DFWLYLWLHV, LQ SDUWLFXODU 
ZLWK D YLHZ WR SURPRWLQJ VXVWDLQDEOH GHYHORSPHQW.´ 

$V VXJJHVWHG KHUH, DQG DV 0U 3OHPLQJ HPSKDVLVHG, WKH 6($ 'LUHFWLYH UHOLHV XSRQ WKH 
³SUHFDXWLRQDU\ SULQFLSOH´ ZKHUH DSSURSULDWH. 

380. 5HFLWDO (4) VWDWHV� 

³(QYLURQPHQWDO DVVHVVPHQW LV DQ LPSRUWDQW WRRO IRU LQWHJUDWLQJ 
HQYLURQPHQWDO FRQVLGHUDWLRQV LQWR WKH SUHSDUDWLRQ DQG DGRSWLRQ 
RI FHUWDLQ SODQV DQG SURJUDPPHV ZKLFK DUH OLNHO\ WR KDYH 
VLJQLILFDQW HIIHFWV RQ WKH HQYLURQPHQW LQ WKH 0HPEHU 6WDWHV, 
EHFDXVH LW HQVXUHV WKDW VXFK HIIHFWV RI LPSOHPHQWLQJ SODQV DQG 
SURJUDPPHV DUH WDNHQ LQWR DFFRXQW GXULQJ WKHLU SUHSDUDWLRQ DQG 
EHIRUH WKHLU DGRSWLRQ.´ 

381. 5HFLWDO (�) VWDWHV� 

³7KLV 'LUHFWLYH LV RI D SURFHGXUDO QDWXUH, DQG LWV UHTXLUHPHQWV 
VKRXOG HLWKHU EH LQWHJUDWHG LQWR H[LVWLQJ SURFHGXUHV LQ 0HPEHU 
6WDWHV RU LQFRUSRUDWHG LQ VSHFLILFDOO\ HVWDEOLVKHG SURFHGXUHV. 
:LWK D YLHZ WR DYRLGLQJ GXSOLFDWLRQ RI WKH DVVHVVPHQW, 0HPEHU 
6WDWHV VKRXOG WDNH DFFRXQW, ZKHUH DSSURSULDWH, RI WKH IDFW WKDW 
DVVHVVPHQWV ZLOO EH FDUULHG RXW DW GLIIHUHQW OHYHOV RI D KLHUDUFK\ 
RI SODQV DQG SURJUDPPHV.´ 

7KXV, WKH UHTXLUHPHQWV RI WKH 6($ 'LUHFWLYH DUH HVVHQWLDOO\ SURFHGXUDO LQ QDWXUH� DQG LW 
PD\ EH DSSURSULDWH WR DYRLG GXSOLFDWLQJ DVVHVVPHQW ZRUN E\ KDYLQJ UHJDUG WR ZRUN 
FDUULHG RXW DW RWKHU OHYHOV RU VWDJHV RI D SROLF\-PDNLQJ SURFHVV (VHH DUWLFOH 5(2)-(3) 
EHORZ). 

382. 5HFLWDO (17) VWDWHV� 

³7KH HQYLURQPHQWDO UHSRUW DQG WKH RSLQLRQV H[SUHVVHG E\ WKH 
UHOHYDQW DXWKRULWLHV DQG WKH SXEOLF, DV ZHOO DV WKH UHVXOWV RI DQ\ 
WUDQVERXQGDU\ FRQVXOWDWLRQ, VKRXOG EH WDNHQ LQWR DFFRXQW GXULQJ 
WKH SUHSDUDWLRQ RI WKH SODQ RU SURJUDPPH DQG EHIRUH LWV DGRSWLRQ 
RU VXEPLVVLRQ WR WKH OHJLVODWLYH SURFHGXUH.´ 

383. 7KH REMHFWLYHV RI WKH 6($ 'LUHFWLYH DUH VHW RXW LQ DUWLFOH 1�  

³7KH REMHFWLYH RI WKLV 'LUHFWLYH LV WR SURYLGH IRU D KLJK OHYHO RI 
SURWHFWLRQ RI WKH HQYLURQPHQW DQG WR FRQWULEXWH WR WKH LQWHJUDWLRQ 
RI HQYLURQPHQWDO FRQVLGHUDWLRQV LQWR WKH SUHSDUDWLRQ DQG 
DGRSWLRQ RI SODQV DQG SURJUDPPHV ZLWK D YLHZ WR SURPRWLQJ 
VXVWDLQDEOH GHYHORSPHQW, E\ HQVXULQJ WKDW, LQ DFFRUGDQFH ZLWK 
WKLV 'LUHFWLYH, DQ HQYLURQPHQWDO DVVHVVPHQW LV FDUULHG RXW RI 
FHUWDLQ SODQV DQG SURJUDPPHV ZKLFK DUH OLNHO\ WR KDYH 
VLJQLILFDQW HIIHFWV RQ WKH HQYLURQPHQW.´ 
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384.  $UWLFOH 3(1) UHTXLUHV DQ ³HQYLURQPHQWDO DVVHVVPHQW´ WR EH FDUULHG RXW, LQ DFFRUGDQFH 
ZLWK DUWLFOHV 4 WR �, IRU SODQV DQG SURJUDPPHV UHIHUUHG WR LQ DUWLFOH 3(2)-(4) ZKLFK DUH 
OLNHO\ WR KDYH VLJQLILFDQW HQYLURQPHQWDO HIIHFWV. $UWLFOH 3(2) UHTXLUHV 6($ JHQHUDOO\ 
IRU DQ\ SODQ RU SURJUDPPH ZKLFK LV SUHSDUHG IRU (LQWHU DOLD) WUDQVSRUW, WRZQ DQG FRXQWU\ 
SODQQLQJ RU ODQG XVH DQG ZKLFK VHWV WKH IUDPHZRUN IRU IXWXUH GHYHORSPHQW FRQVHQW IRU 
SURMHFWV OLVWHG LQ $QQH[HV , DQG ,, WR WKH (,$ 'LUHFWLYH.   6($ LV DOVR UHTXLUHG IRU RWKHU 
SODQV DQG SURJUDPPHV ZKLFK DUH OLNHO\ WR KDYH VLJQLILFDQW HQYLURQPHQWDO HIIHFWV 
(DUWLFOH 3(4)). %\ YLUWXH RI VHFWLRQV 104 DQG 106 RI WKH 3$ 2008, WKH $136 GHVLJQDWHG 
XQGHU VHFWLRQ 5 VHWV RXW WKH IUDPHZRUN IRU GHFLVLRQV RQ ZKHWKHU D '&2 IRU WKH  
GHYHORSPHQW RI DQ DGGLWLRQDO UXQZD\ DW +HDWKURZ XQGHU 3DUW 6 RI WKDW $FW VKRXOG EH 
JUDQWHG. 7KDW GHYHORSPHQW ZRXOG, LQ GXH FRXUVH, UHTXLUH HQYLURQPHQWDO LPSDFW 
DVVHVVPHQW (³(,$´) XQGHU WKH (,$ 'LUHFWLYH DQG 5HJXODWLRQV� DQG WKHUH LV QR GLVSXWH 
WKDW WKH $136 UHTXLUHG 6($ XQGHU WKH 6($ 'LUHFWLYH. 

385.  $UWLFOH 2(E) GHILQHV ³HQYLURQPHQWDO DVVHVVPHQW´ IRU WKH SXUSRVHV RI WKH 6($ 'LUHFWLYH� 

³µHQYLURQPHQWDO DVVHVVPHQW¶ VKDOO PHDQ WKH SUHSDUDWLRQ RI DQ 
HQYLURQPHQWDO UHSRUW, WKH FDUU\LQJ RXW RI FRQVXOWDWLRQV, WKH 
WDNLQJ LQWR DFFRXQW RI WKH HQYLURQPHQWDO UHSRUW DQG WKH UHVXOWV RI 
WKH FRQVXOWDWLRQV LQ GHFLVLRQ-PDNLQJ DQG WKH SURYLVLRQ RI 
LQIRUPDWLRQ RQ WKH GHFLVLRQ LQ DFFRUGDQFH ZLWK $UWLFOHV 4 WR �´. 

386.  $UWLFOH 4(1) UHTXLUHV ³HQYLURQPHQWDO DVVHVVPHQW WR EH FDUULHG RXW ³GXULQJ WKH 
SUHSDUDWLRQ RI D SODQ RU SURJUDPPH DQG EHIRUH LWV DGRSWLRQ«.´, ZKLFK LQ WKLV LQVWDQFH 
ZRXOG UHIHU WR WKH 6HFUHWDU\ RI 6WDWH¶V GHFLVLRQ WR GHVLJQDWH WKH $136. 

387.  $UWLFOH 5 VHWV RXW UHTXLUHPHQWV IRU DQ ³HQYLURQPHQWDO UHSRUW´. %\ DUWLFOH 2(F)� 

³µHQYLURQPHQWDO UHSRUW¶ VKDOO PHDQ WKH SDUW RI WKH SODQ RU 
SURJUDPPH GRFXPHQWDWLRQ FRQWDLQLQJ WKH LQIRUPDWLRQ UHTXLUHG 
LQ $UWLFOH 5 DQG $QQH[ ,´. 

,Q WKH FDVH RI WKH $136 WKH HQYLURQPHQWDO UHSRUW ZDV HVVHQWLDOO\ WKH $R6.  

388.  $UWLFOH 5(1) SURYLGHV� 

³:KHUH DQ HQYLURQPHQWDO DVVHVVPHQW LV UHTXLUHG XQGHU DUWLFOH 
3(1), DQ HQYLURQPHQWDO UHSRUW VKDOO EH SUHSDUHG LQ ZKLFK WKH 
OLNHO\ VLJQLILFDQW HIIHFWV RQ WKH HQYLURQPHQW RI LPSOHPHQWLQJ WKH 
SODQ RU SURJUDPPH, DQG UHDVRQDEOH DOWHUQDWLYHV WDNLQJ LQWR 
DFFRXQW WKH REMHFWLYHV DQG WKH JHRJUDSKLFDO VFRSH RI WKH SODQ RU 
SURJUDPPH, DUH LGHQWLILHG, GHVFULEHG DQG HYDOXDWHG. 7KH 
LQIRUPDWLRQ WR EH JLYHQ IRU WKLV SXUSRVH LV UHIHUUHG WR LQ $QQH[ 
,.´ 

38�.  $QQH[ , VWDWHV, XQGHU WKH KHDGLQJ, ³,QIRUPDWLRQ UHIHUUHG WR LQ $UWLFOH 5(1)´� 

³7KH LQIRUPDWLRQ WR EH SURYLGHG XQGHU DUWLFOH 5(1), VXEMHFW WR 
DUWLFOH 5(2) DQG (3), LV WKH IROORZLQJ� 
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(D) DQ RXWOLQH RI WKH FRQWHQWV, PDLQ REMHFWLYHV RI WKH SODQ RU 
SURJUDPPH DQG UHODWLRQVKLS ZLWK RWKHU UHOHYDQW SODQV DQG 
SURJUDPPHV� 

(E) WKH UHOHYDQW DVSHFWV RI WKH FXUUHQW VWDWH RI WKH HQYLURQPHQW 
DQG WKH OLNHO\ HYROXWLRQ WKHUHRI ZLWKRXW LPSOHPHQWDWLRQ RI WKH 
SODQ RU SURJUDPPH� 

(F) WKH HQYLURQPHQWDO FKDUDFWHULVWLFV RI DUHDV OLNHO\ WR EH 
VLJQLILFDQWO\ DIIHFWHG� 

(G) DQ\ H[LVWLQJ HQYLURQPHQWDO SUREOHPV ZKLFK DUH UHOHYDQW WR 
WKH SODQ RU SURJUDPPH LQFOXGLQJ, LQ SDUWLFXODU, WKRVH UHODWLQJ WR 
DQ\ DUHDV RI D SDUWLFXODU HQYLURQPHQWDO LPSRUWDQFH, VXFK DV DUHDV 
GHVLJQDWHG SXUVXDQW WR >WKH +DELWDWV DQG %LUGV 'LUHFWLYHV@� 

(H) WKH HQYLURQPHQWDO SURWHFWLRQ REMHFWLYHV, HVWDEOLVKHG DW 
LQWHUQDWLRQDO, &RPPXQLW\ RU 0HPEHU 6WDWH OHYHO, ZKLFK DUH 
UHOHYDQW WR WKH SODQ RU SURJUDPPH DQG WKH ZD\ WKRVH REMHFWLYHV 
DQG DQ\ HQYLURQPHQWDO FRQVLGHUDWLRQV KDYH EHHQ WDNHQ LQWR 
DFFRXQW GXULQJ LWV SUHSDUDWLRQ� 

(I) WKH OLNHO\ VLJQLILFDQW HIIHFWV RQ WKH HQYLURQPHQW, LQFOXGLQJ 
RQ LVVXHV VXFK DV ELRGLYHUVLW\, SRSXODWLRQ, KXPDQ KHDOWK, IDXQD, 
IORUD, VRLO, ZDWHU, DLU, FOLPDWLF IDFWRUV, PDWHULDO DVVHWV, FXOWXUDO 
KHULWDJH LQFOXGLQJ DUFKLWHFWXUDO DQG DUFKDHRORJLFDO KHULWDJH, 
ODQGVFDSH DQG WKH LQWHUUHODWLRQVKLS EHWZHHQ WKH DERYH IDFWRUV� 

(J) WKH PHDVXUHV HQYLVDJHG WR SUHYHQW, UHGXFH DQG DV IXOO\ DV 
SRVVLEOH RIIVHW DQ\ VLJQLILFDQW DGYHUVH HIIHFWV RQ WKH 
HQYLURQPHQW RI LPSOHPHQWLQJ WKH SODQ RU SURJUDPPH� 

(K) DQ RXWOLQH RI WKH UHDVRQV IRU VHOHFWLQJ WKH DOWHUQDWLYHV GHDOW 
ZLWK, DQG D GHVFULSWLRQ RI KRZ WKH DVVHVVPHQW ZDV XQGHUWDNHQ 
LQFOXGLQJ DQ\ GLIILFXOWLHV (VXFK DV WHFKQLFDO GHILFLHQFLHV RU ODFN 
RI NQRZ-KRZ) HQFRXQWHUHG LQ FRPSLOLQJ WKH UHTXLUHG 
LQIRUPDWLRQ� 

(L) D GHVFULSWLRQ RI WKH PHDVXUHV HQYLVDJHG FRQFHUQLQJ 
PRQLWRULQJ LQ DFFRUGDQFH ZLWK DUWLFOH 10� 

(M) D QRQ-WHFKQLFDO VXPPDU\ RI WKH LQIRUPDWLRQ SURYLGHG 
XQGHU WKH DERYH KHDGLQJV. 

3�0.  7KXV, WKH LQIRUPDWLRQ UHTXLUHG E\ WKH FRPELQDWLRQ RI DUWLFOH 5(1) DQG $QQH[ 1 LV VXEMHFW 
WR DUWLFOH 5(2) DQG (3), ZKLFK SURYLGH�  

³(2) 7KH HQYLURQPHQWDO UHSRUW SUHSDUHG SXUVXDQW WR SDUDJUDSK 
1 VKDOO LQFOXGH WKH LQIRUPDWLRQ WKDW may reasonably be required 
WDNLQJ LQWR DFFRXQW FXUUHQW NQRZOHGJH DQG PHWKRGV RI 
DVVHVVPHQW, WKH FRQWHQWV DQG OHYHO RI GHWDLO LQ WKH SODQ RU 
SURJUDPPH, LWV VWDJH LQ WKH GHFLVLRQ-PDNLQJ SURFHVV DQG WKH 
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H[WHQW WR ZKLFK FHUWDLQ PDWWHUV are more appropriately assessed 
at different levels in that process in order to avoid duplication of 
the assessment. 

(3) 5HOHYDQW LQIRUPDWLRQ DYDLODEOH RQ HQYLURQPHQWDO HIIHFWV RI 
WKH SODQV DQG SURJUDPPHV DQG REWDLQHG at other levels of 
decision-making or through other Community legislation PD\ EH 
XVHG IRU SURYLGLQJ WKH LQIRUPDWLRQ UHIHUUHG WR LQ $QQH[ ,´ 
(HPSKDVLV DGGHG). 

3�1.  $FFRUGLQJO\, WKH LQIRUPDWLRQ ZKLFK LV UHTXLUHG WR EH LQFOXGHG LQ DQ ³HQYLURQPHQWDO 
UHSRUW´, ZKHWKHU E\ DUWLFOH 5(1) LWVHOI RU E\ WKDW SURYLVLRQ LQ FRQMXQFWLRQ ZLWK $QQH[ ,, 
LV TXDOLILHG E\ DUWLFOH 5(2) DQG (3) LQ D QXPEHU RI UHVSHFWV.  )LUVW, WKH REOLJDWLRQ LV RQO\ 
WR LQFOXGH LQIRUPDWLRQ WKDW ³PD\ UHDVRQDEO\ EH UHTXLUHG´, ZKLFK FRQQRWHV WKH PDNLQJ 
RI D MXGJPHQW E\ WKH SODQ-PDNLQJ DXWKRULW\. 6HFRQG, WKDW MXGJPHQW PD\ KDYH UHJDUG 
WR D QXPEHU RI PDWWHUV, LQFOXGLQJ FXUUHQW NQRZOHGJH DQG DVVHVVPHQW PHWKRGV. ,Q 
DGGLWLRQ, WKH FRQWHQWV DQG OHYHO RI GHWDLO LQ D SODQ VXFK DV WKH $136, WKH VWDJH LW KDV 
UHDFKHG LQ WKH GHFLVLRQ-PDNLQJ SURFHVV DQG WKH DELOLW\ WR GUDZ XSRQ VRXUFHV RI 
LQIRUPDWLRQ XVHG LQ RWKHU GHFLVLRQ-PDNLQJ, PD\ DIIHFW WKH QDWXUH DQG H[WHQW RI WKH 
LQIRUPDWLRQ UHTXLUHG WR EH SURYLGHG LQ WKH HQYLURQPHQWDO UHSRUW XQGHU WKH 6($. 

3�2.  7KH VWDJH UHDFKHG E\ WKH $136 VKRXOG EH VHHQ LQ WKH FRQWH[W RI WKH VWDWXWRU\ IUDPHZRUN 
RI WKH 3$ 2008, DV VHW RXW DERYH (VHH SDUDJUDSK 21 DQG IROORZLQJ). 6HFWLRQ 5(5) 
DXWKRULVHV WKH 6HFUHWDU\ RI 6WDWH WR VHW RXW LQ DQ 136 WKH W\SH DQG VL]H RI GHYHORSPHQW 
DSSURSULDWH QDWLRQDOO\ RU IRU D VSHFLILHG DUHD DQG WR LGHQWLI\ ORFDWLRQV ZKLFK DUH HLWKHU 
VXLWDEOH RU XQVXLWDEOH IRU WKDW GHYHORSPHQW.  ,Q DGGLWLRQ, WKH 6HFUHWDU\ RI 6WDWH PD\ VHW 
RXW FULWHULD WR EH DSSOLHG ZKHQ GHFLGLQJ WKH VXLWDELOLW\ RI D ORFDWLRQ. 6HFWLRQ 104(3) 
UHTXLUHV WKH 6HFUHWDU\ RI 6WDWH WR GHFLGH DQ DSSOLFDWLRQ IRU D '&2 LQ DFFRUGDQFH ZLWK D 
UHOHYDQW 136, VDYH LQ VR IDU DV DQ\ RQH RU PRUH RI WKH H[FHSWLRQV LQ VHFWLRQ 104(4)-(8) 
DSSOLHV, ZKLFK LQFOXGH WKH VLWXDWLRQ ZKHUH WKH DGYHUVH LPSDFWV RI D SURSRVDO DUH MXGJHG 
WR RXWZHLJK LWV EHQHILWV (VHFWLRQ 104(7)). 6HFWLRQ 106(1) HPSRZHUV WKH 6HFUHWDU\ RI 
6WDWH WR GLVUHJDUG D UHSUHVHQWDWLRQ REMHFWLQJ WR VXFK D SURSRVDO LQ VR IDU DV LW UHODWHV WR 
WKH PHULWV RI D SROLF\ FRQWDLQHG LQ WKH 136.  

3�3.  ,Q WKH SUHVHQW FDVH, WKH 6HFUHWDU\ RI 6WDWH PDGH LW SODLQ LQ WKH 6($ SURFHVV WKDW WKH $R6 
GUHZ XSRQ DQG XSGDWHG WKH H[WHQVLYH ZRUN ZKLFK KDG SUHYLRXVO\ EHHQ FDUULHG RXW E\, 
DQG RQ EHKDOI RI, WKH $&, LQFOXGLQJ QXPHURXV UHSRUWV WR WKH &RPPLVVLRQ DQG LWV RZQ 
ILQDO UHSRUW. ,W KDV QRW EHHQ VXJJHVWHG E\ DQ\ RI WKH &ODLPDQWV WKDW WKH 6HFUHWDU\ RI 
6WDWH ZDV QRW HQWLWOHG WR WDNH WKDW FRXUVH.  +H FOHDUO\ ZDV. 

3�4.  $UWLFOH 6 VHWV RXW UHTXLUHPHQWV IRU FRQVXOWDWLRQ. $UWLFOH 6(1) UHTXLUHV WKDW WKH GUDIW SODQ 
RU SURJUDPPH DQG WKH HQYLURQPHQWDO UHSRUW EH PDGH DYDLODEOH WR WKH SXEOLF DQG WR WKRVH 
DXWKRULWLHV GHVLJQDWHG E\ D 0HPEHU 6WDWH XQGHU DUWLFOH 6(3) ZKLFK, E\ YLUWXH RI WKHLU 
VSHFLILF HQYLURQPHQWDO UHVSRQVLELOLWLHV, DUH OLNHO\ WR EH FRQFHUQHG E\ WKH HQYLURQPHQWDO 
HIIHFWV RI LPSOHPHQWLQJ SODQV DQG SURJUDPPHV. ,Q (QJODQG, WKH GHVLJQDWHG DXWKRULWLHV 
DUH 1DWXUDO (QJODQG, +LVWRULF (QJODQG DQG WKH (QYLURQPHQW $JHQF\ (VHH UHJXODWLRQ 4 
RI WKH 6($ 5HJXODWLRQV).  ,Q WKH FDVH RI WKH $136, WKH 6HFUHWDU\ RI 6WDWH DOVR KDG WR 
FRQVXOW WKRVH GHVLJQDWHG DXWKRULWLHV RQ WKH VFRSH DQG OHYHO RI GHWDLO RI WKH LQIRUPDWLRQ 
WR EH LQFOXGHG LQ WKH HQYLURQPHQWDO UHSRUW (DUWLFOH 5(4)).  

3�5. ,Q UHODWLRQ WR WKH FRQVXOWDWLRQ SURFHVV, DUWLFOH 6(2) SURYLGHV�  
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³7KH DXWKRULWLHV UHIHUUHG WR LQ SDUDJUDSK 3 DQG WKH SXEOLF 
UHIHUUHG WR LQ SDUDJUDSK 4 VKDOO EH JLYHQ DQ HDUO\ DQG HIIHFWLYH 
RSSRUWXQLW\ ZLWKLQ DSSURSULDWH WLPH IUDPHV WR H[SUHVV WKHLU 
RSLQLRQ RQ WKH GUDIW SODQ RU SURJUDPPH DQG WKH DFFRPSDQ\LQJ 
HQYLURQPHQWDO UHSRUW EHIRUH WKH DGRSWLRQ RI WKH SODQ RU 
SURJUDPPH RU LWV VXEPLVVLRQ WR WKH OHJLVODWLYH SURFHGXUH.´ 

³7KH SXEOLF UHIHUUHG WR LQ >DUWLFOH 6(4)@´ LV D FURVV-UHIHUHQFH WR WKH UXOHV PDGH E\ HDFK 
0HPEHU 6WDWH IRU GHILQLQJ WKH SXEOLF DIIHFWHG, RU OLNHO\ WR EH DIIHFWHG E\, RU KDYLQJ DQ 
LQWHUHVW LQ WKH GHFLVLRQ-PDNLQJ RQ WKH SODQ. 5HJXODWLRQ 13(2) RI WKH 6($ 5HJXODWLRQV 
OHDYHV WKLV WR EH GHWHUPLQHG DV D PDWWHU RI MXGJPHQW E\ WKH SODQ-PDNLQJ DXWKRULW\. 

3�6.  $UWLFOH 8 UHTXLUHV WKH HQYLURQPHQWDO UHSRUW SUHSDUHG XQGHU DUWLFOH 5, WKH RSLQLRQV 
H[SUHVVHG XQGHU DUWLFOH 6, DQG WKH UHVXOWV RI DQ\ WUDQVERXQGDU\ FRQVXOWDWLRQV XQGHU 
DUWLFOH 7 WR EH ³WDNHQ LQWR DFFRXQW GXULQJ WKH SUHSDUDWLRQ RI WKH SODQ RU SURJUDPPH DQG 
EHIRUH LWV DGRSWLRQ RU VXEPLVVLRQ WR WKH OHJLVODWLYH SURFHGXUH´. 

3�7.  ,Q &RJHQW /DQG //3 Y 5RFKIRUG 'LVWULFW &RXQFLO >2012@ (:+& 2542 ($GPLQ)� >2013@ 
1 3&&5 2, 6LQJK - (DV KH WKHQ ZDV) KHOG WKDW D GHIHFW LQ WKH DGHTXDF\ RI DQ 
HQYLURQPHQWDO UHSRUW SUHSDUHG IRU WKH SXUSRVHV RI WKH 6($ 'LUHFWLYH PD\ EH FXUHG E\ 
WKH SURGXFWLRQ RI VXSSOHPHQWDU\ PDWHULDO E\ WKH SODQ-PDNLQJ DXWKRULW\, VXEMHFW WR WKHUH 
EHLQJ FRQVXOWDWLRQ RQ WKDW PDWHULDO (VHH >111@->126@). +H KHOG WKDW DUWLFOHV 4, 6(2) DQG 
8 RI WKH 'LUHFWLYH, DORQJ ZLWK WKHLU WUDQVSRVLWLRQ LQ WKH 6($ 5HJXODWLRQV, DUH FRQVLVWHQW 
ZLWK WKDW FRQFOXVLRQ� DQG WKDW QRQH RI WKH SUHYLRXV DXWKRULWLHV RQ WKH 6($ 'LUHFWLYH 
(ZKLFK KH UHYLHZHG) VXJJHVWHG RWKHUZLVH.  +H KHOG WKDW 6($ LV QRW D VLQJOH GRFXPHQW, 
VWLOO OHVV LV LW WKH VDPH WKLQJ DV WKH ³HQYLURQPHQWDO UHSRUW´.  5DWKHU, LW  LV D SURFHVV,  
GXULQJ WKH FRXUVH RI ZKLFK DQ HQYLURQPHQWDO UHSRUW PXVW EH SURGXFHG (VHH >112@). 7KH 
&RXUW RI $SSHDO HQGRUVHG WKLV DQDO\VLV LQ 1R $GDVWUDO 1HZ 7RZQ /WG Y 6XIIRON &RDVWDO 
'LVWULFW &RXQFLO >2015@ (:&$ &LY 88� >2015@ (QY /5 28, LQ GHFLGLQJ WKDW 6($ IDLOXUHV 
LQ WKH HDUO\ VWDJHV RI DQ DXWKRULW\¶V SUHSDUDWLRQ RI LWV &RUH 6WUDWHJ\ (D VWDWXWRU\ 
GHYHORSPHQW SODQ) ZHUH FDSDEOH RI EHLQJ, DQG ZHUH LQ IDFW, FXUHG E\ WKH VWHSV WDNHQ LQ 
VXEVHTXHQW VWDJHV (VHH >48@->54@). 

3�8.  ,W IROORZV WKDW 6($ PD\ SURSHUO\ LQYROYH DQ LWHUDWLYH SURFHVV� DQG WKDW LW LV SHUPLVVLEOH 
IRU D SODQ-PDNLQJ DXWKRULW\ (H.J.) WR LQWURGXFH DOWHUDWLRQV WR LWV GUDIW SODQ VXEMHFW WR 
FRPSO\LQJ ZLWK WKH LQIRUPDWLRQ UHTXLUHPHQWV LQ DUWLFOH 5 DQG WKH FRQVXOWDWLRQ 
UHTXLUHPHQWV LQ DUWLFOHV 6 DQG 7. 

3��.  5HJXODWLRQ 12 RI WKH 6($ 5HJXODWLRQV WUDQVSRVHV WKH PDLQ UHTXLUHPHQWV LQ DUWLFOH 5 RI 
WKH 'LUHFWLYH JRYHUQLQJ WKH FRQWHQW RI DQ HQYLURQPHQWDO UHSRUW DV IROORZV (HPSKDVLV 
DGGHG)� 

³(2)  7KH UHSRUW VKDOO LGHQWLI\, GHVFULEH DQG HYDOXDWH WKH OLNHO\ 
VLJQLILFDQW HIIHFWV RQ WKH HQYLURQPHQW RI ± 

(D)  LPSOHPHQWLQJ WKH SODQ RU SURJUDPPH� DQG 

(E)  UHDVRQDEOH DOWHUQDWLYHV WDNLQJ LQWR DFFRXQW WKH REMHFWLYHV 
DQG WKH JHRJUDSKLFDO VFRSH RI WKH SODQ RU SURJUDPPH. 



� �
�

�

�

 

�

�  

�  

�   

  

�     

 

�

�

  
 

 
 

�    
 

 

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

(3) 7KH UHSRUW VKDOO LQFOXGH VXFK RI WKH LQIRUPDWLRQ UHIHUUHG WR LQ 
6FKHGXOH 2 WR WKHVH 5HJXODWLRQV as may reasonably be required, WDNLQJ 
DFFRXQW RI ± 

(D)  FXUUHQW NQRZOHGJH DQG PHWKRGV RI DVVHVVPHQW� 

(E)  WKH FRQWHQWV DQG OHYHO RI GHWDLO LQ WKH SODQ RU SURJUDPPH� 

(F)  WKH VWDJH RI WKH SODQ RU SURJUDPPH LQ WKH GHFLVLRQ-PDNLQJ 
SURFHVV� DQG 

(G)  WKH H[WHQW WR ZKLFK FHUWDLQ PHDVXUHV DUH PRUH DSSURSULDWHO\ 
DVVHVVHG DW GLIIHUHQW OHYHOV LQ WKDW SURFHVV LQ RUGHU WR DYRLG 
GXSOLFDWLRQ RI WKH DVVHVVPHQW´. 

6FKHGXOH 2 UHSOLFDWHV WKH OLVW RI LWHPV LQ $QQH[ , WR WKH 6($ 'LUHFWLYH. 1R LVVXH LV 
UDLVHG DV WR WKH DGHTXDF\ RI WKDW WUDQVSRVLWLRQ.   

400.  ,Q RXU MXGJPHQW, LW LV SODLQ IURP WKH ODQJXDJH ³DV PD\ UHDVRQDEO\ EH UHTXLUHG´ WKDW WKH 
6($ 5HJXODWLRQV, OLNH WKH 6($ 'LUHFWLYH, DOORZ WKH SODQ-PDNLQJ DXWKRULW\ WR PDNH D 
MXGJPHQW RQ WKH QDWXUH RI WKH LQIRUPDWLRQ LQ 6FKHGXOH 2 DQG WKH OHYHO RI GHWDLO WR EH 
SURYLGHG LQ DQ HQYLURQPHQWDO UHSRUW, ZKHWKHU DV SXEOLVKHG LQLWLDOO\ RU LQ DQ\ VXEVHTXHQW 
DPHQGPHQW RU VXSSOHPHQW.   

7KH $GHTXDF\ RI DQ (QYLURQPHQWDO 5HSRUW LQ 6($ 

401.  :H QRZ WXUQ WR FRQVLGHU WKH OHJDO DSSURDFK ZKLFK WKH FRXUW VKRXOG WDNH ZKHQ DVVHVVLQJ 
FRPSOLDQFH ZLWK WKHVH UHTXLUHPHQWV LQ DQ DSSOLFDWLRQ IRU MXGLFLDO UHYLHZ, ZKHWKHU XQGHU 
VHFWLRQ 13 RI WKH 2008 $FW RU PRUH JHQHUDOO\.   

402.  ,VVXH 7 LQ WKH OLVW RI LVVXHV LV LQ WKHVH WHUPV�  

³7KH SURSHU WHVW IRU WKH FRXUW WR DSSO\ ZKHQ DSSUDLVLQJ ZKHWKHU 
DQ HQYLURQPHQWDO UHSRUW FRPSOLHV ZLWK WKH PDQGDWRU\ 
UHTXLUHPHQWV RI WKH 6($ 'LUHFWLYH. ,Q SDUWLFXODU, ZKHWKHU WKH 
FRXUW VKRXOG LQ FRQVLGHULQJ WKH 6($ LVVXHV DSSO\ WKH %OHZHWW 
DSSURDFK, DV DSSOLHG WR 6($ LQ 6KDGZHOO >2013@ (:+& 12 
($GPLQ), RU ZKHWKHU LW VKRXOG DSSO\ VRPH GLIIHUHQW DSSURDFK.´ 

7KLV IRUPV WKH ILUVW LVVXH ZH KDYH WR FRQVLGHU XQGHU *URXQG 8. 

403.  ³7KH %OHZHWW DSSURDFK´ LV D UHIHUHQFH WR D SDVVDJH LQ WKH MXGJPHQW RI 6XOOLYDQ - LQ 5 
(%OHZHWW) Y 'HUE\VKLUH &RXQW\ &RXQFLO >2003@ (:+& 2775 ($GPLQ)� >2004@ (QY /5 
2� DW >41@, GHDOLQJ ZLWK WKH OHJDO DGHTXDF\ RI DQ HQYLURQPHQWDO VWDWHPHQW IRU WKH 
SXUSRVHV RI DQ (,$ RI D GHYHORSPHQW SURMHFW XQGHU WKH (,$ 'LUHFWLYH DQG 5HJXODWLRQV 
(VHH SDUDJUDSK 378 DERYH)� 

³*URXQG 1 LQ WKHVH SURFHHGLQJV LV DQ H[DPSOH RI WKH XQGXO\ 
OHJDOLVWLF DSSURDFK WR WKH UHTXLUHPHQWV RI 6FKHGXOH 4 WR WKH 
>(,$@ 5HJXODWLRQV >L.H. WKHQ, WKH 7RZQ DQG &RXQWU\ 3ODQQLQJ 
((QYLURQPHQWDO ,PSDFW $VVHVVPHQW) ((QJODQG DQG :DOHV) 
5HJXODWLRQV 1��� (6, 1��� 1R 2�3)@ WKDW KDV EHHQ DGRSWHG RQ 
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EHKDOI RI FODLPDQWV LQ D QXPEHU RI DSSOLFDWLRQV IRU MXGLFLDO 
UHYLHZ VHHNLQJ WR SUHYHQW WKH LPSOHPHQWDWLRQ RI GHYHORSPHQW 
SURSRVDOV. 7KH 5HJXODWLRQV VKRXOG EH LQWHUSUHWHG DV D ZKROH DQG 
LQ D FRPPRQ VHQVH ZD\. 7KH UHTXLUHPHQW WKDW µDQ (,$ 
DSSOLFDWLRQ¶ (DV GHILQHG LQ WKH 5HJXODWLRQV) PXVW EH 
DFFRPSDQLHG E\ DQ HQYLURQPHQWDO VWDWHPHQW LV QRW LQWHQGHG WR 
REVWUXFW VXFK GHYHORSPHQW. $V /RUG +RIIPDQQ VDLG LQ 5 Y 1RUWK 
<RUNVKLUH &RXQW\ &RXQFLO H[ SDUWH %URZQ >2000@ 1 $& 3�7 DW 
SDJH 404, WKH SXUSRVH LV µWR HQVXUH WKDW SODQQLQJ GHFLVLRQV ZKLFK 
PD\ DIIHFW WKH HQYLURQPHQW DUH PDGH RQ WKH EDVLV RI IXOO 
LQIRUPDWLRQ¶. ,Q DQ LPSHUIHFW ZRUOG LW LV DQ XQUHDOLVWLF FRXQVHO 
RI SHUIHFWLRQ WR H[SHFW WKDW DQ DSSOLFDQW¶V HQYLURQPHQWDO 
VWDWHPHQW ZLOO DOZD\V FRQWDLQ WKH µIXOO LQIRUPDWLRQ¶ DERXW WKH 
HQYLURQPHQWDO LPSDFW RI D SURMHFW. 7KH 5HJXODWLRQV DUH QRW 
EDVHG XSRQ VXFK DQ XQUHDOLVWLF H[SHFWDWLRQ. 7KH\ UHFRJQLVH WKDW 
DQ HQYLURQPHQWDO VWDWHPHQW PD\ ZHOO EH GHILFLHQW, DQG PDNH 
SURYLVLRQ WKURXJK WKH SXEOLFLW\ DQG FRQVXOWDWLRQ SURFHVVHV IRU 
DQ\ GHILFLHQFLHV WR EH LGHQWLILHG VR WKDW WKH UHVXOWLQJ 
µHQYLURQPHQWDO LQIRUPDWLRQ¶ SURYLGHV WKH ORFDO SODQQLQJ 
DXWKRULW\ ZLWK DV IXOO D SLFWXUH DV SRVVLEOH. 7KHUH ZLOO EH FDVHV 
ZKHUH WKH GRFXPHQW SXUSRUWLQJ WR EH DQ HQYLURQPHQWDO VWDWHPHQW 
LV VR GHILFLHQW WKDW LW FRXOG QRW UHDVRQDEO\ EH GHVFULEHG DV DQ 
HQYLURQPHQWDO VWDWHPHQW DV GHILQHG E\ WKH 5HJXODWLRQV«, EXW 
WKH\ DUH OLNHO\ WR EH IHZ DQG IDU EHWZHHQ.´ 

404.  ,W LV VDLG WKDW WKH WHVW XQGHU WKH %OHZHWW DSSURDFK IRU MXGJLQJ ZKHWKHU DQ HQYLURQPHQWDO 
VWDWHPHQW LV OHJDOO\ LQDGHTXDWH (L.H. QRQ-FRPSOLDQW ZLWK WKH 'LUHFWLYH) FRPHV IURP WKH 
ILQDO VHQWHQFH RI WKH SDVVDJH FLWHG, QDPHO\ WKH GRFXPHQW PXVW EH VR GHILFLHQW WKDW LW 
FRXOG QRW UHDVRQDEO\ EH GHVFULEHG DV DQ HQYLURQPHQWDO VWDWHPHQW. 7KDW REVHUYDWLRQ 
ZDV PDGH LQ WKH FRQWH[W RI WKH UHOHYDQW (,$ UHJXODWLRQV. 7KH ³IXOO LQIRUPDWLRQ´ QHHGHG 
IRU WKH DVVHVVPHQW RI D SURMHFW QHHG QRW EH FRQWDLQHG VROHO\ ZLWKLQ WKH HQYLURQPHQWDO 
VWDWHPHQW. $Q\ GHILFLHQFLHV PD\ EH UHPHGLHG E\, IRU H[DPSOH, WKH PDWHULDO VXSSOLHG LQ 
FRQVXOWDWLRQ UHVSRQVHV. 

405.  0U 3OHPLQJ VXEPLWWHG WKDW WKH FRXUW VKRXOG KROG WKDW WKH %OHZHWW DSSURDFK GRHV QRW 
DSSO\ ZKHQ GHWHUPLQLQJ ZKHWKHU DQ HQYLURQPHQWDO UHSRUW FRPSOLHV ZLWK WKH 6($  
'LUHFWLYH. +H VXEPLWWHG WKDW DQ HQYLURQPHQWDO UHSRUW IRU 6($ SXUSRVHV PXVW FRPSO\ 
ZLWK WKH PDQGDWRU\ UHTXLUHPHQWV RI WKH 6($ 'LUHFWLYH. ,Q SDUWLFXODU, LW PXVW EH RI D 
³VXIILFLHQW TXDOLW\´, ZKLFK LQYROYHV HQVXULQJ WKDW LW LV ³EDVHG RQ SURSHU LQIRUPDWLRQ DQG 
H[SHUWLVH DQG FRYHUV DOO SRWHQWLDO HIIHFWV RI WKH SODQ RU SURJUDPPH LQ TXHVWLRQ´ (VHH 
6DYH +LVWRULF 1HZPDUNHW /LPLWHG Y )RUHVW +HDWK 'LVWULFW &RXQFLO >2011@ (:+& 606 
($GPLQ)� >2011@ -3/ 1233 DW >12@ SHU &ROOLQV -). +H FRQWHQGV WKDW WKH FRXUW VKRXOG 
GHFLGH IRU LWVHOI ZKHWKHU WKH HQYLURQPHQWDO UHSRUW ZDV RI ³VXIILFLHQW TXDOLW\´ WR PHHW 
WKH UHTXLUHPHQWV RI WKH 6($ 'LUHFWLYH DV UHJDUGV WKH VSHFLILF PDWWHUV UHOLHG RQ E\ WKH 
+LOOLQJGRQ &ODLPDQWV XQGHU WKLV JURXQG (*URXQG �).   

406.  0U 0DXULFL PDLQWDLQHG WKDW WKH %OHZHWW DSSURDFK LV WKH FRUUHFW WHVW WR DSSO\ XQGHU WKH 
6($ 'LUHFWLYH WR GHWHUPLQH WKH OHJDO DGHTXDF\ RI DQ HQYLURQPHQWDO UHSRUW.  0U  
+XPSKULHV DGRSWHG WKRVH VXEPLVVLRQV. *URXQG 13 ± D JURXQG SXUVXHG E\ )R( ± DOOHJHV 
D IDLOXUH WR DGGUHVV WKH 3DULV $JUHHPHQW RQ FOLPDWH FKDQJH DV D EUHDFK RI WKH 6($ 
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'LUHFWLYH. +RZHYHU, 0U :ROIH GLG QRW VXSSRUW WKH VXEPLVVLRQV DGYDQFHG E\ WKH 
+LOOLQJGRQ &ODLPDQWV RQ WKLV LVVXH RI WKH QDWXUH DQG VWDQGDUG RI UHYLHZ. 0U :ROIH 
DFFHSWHG WKDW D MXGLFLDO UHYLHZ RI WKH DGHTXDF\ RI WKH $R6 (RU ³HQYLURQPHQWDO UHSRUW´ 
IRU WKH SXUSRVHV RI WKH 6($ 'LUHFWLYH) SURFHHGV RQ ³FRQYHQWLRQDO :HGQHVEXU\ 
JURXQGV´ (SDUDJUDSK 175 RI WKH $JUHHG 6WDWHPHQW).  

407.  0U 3OHPLQJ DFFHSWHG WKDW KLV FRQWHQWLRQ WKDW WKH FRXUW VKRXOG DSSO\ D ³VXIILFLHQW 
TXDOLW\´ FULWHULRQ LV EDVHG VROHO\ RQ DUWLFOH 12(2) RI WKH 6($ 'LUHFWLYH DQG D SDVVDJH 
IURP WKH MXGJPHQW RI &ROOLQV - LQ )RUHVW +HDWK DW >12@. +RZHYHU, ZH KDYH UHDFKHG WKH 
FOHDU FRQFOXVLRQ WKDW QHLWKHU DUWLFOH 12(2) QRU )RUHVW +HDWK OHQG DQ\ VXSSRUW WR WKLV 
DUJXPHQW.  

408.  $UWLFOH 12 LV KHDGHG ³,QIRUPDWLRQ, UHSRUWLQJ DQG UHYLHZ´. $UWLFOH 12(1) UHTXLUHV 
0HPEHU 6WDWHV DQG WKH &RPPLVVLRQ WR H[FKDQJH LQIRUPDWLRQ RQ ³WKH H[SHULHQFH JDLQHG 
LQ DSSO\LQJ WKLV 'LUHFWLYH´. 7KH &RPPLVVLRQ KDG WR SURYLGH D UHSRUW WR WKH (XURSHDQ 
3DUOLDPHQW DQG &RXQFLO E\ 21 -XO\ 2006 RQ WKH DSSOLFDWLRQ DQG HIIHFWLYHQHVV RI WKH 
'LUHFWLYH, LQFOXGLQJ DQ\ SURSRVDOV IRU DPHQGLQJ LWV WHUPV LQ WKH OLJKW RI WKH H[SHULHQFH 
JDLQHG E\ 0HPEHU 6WDWHV (DUWLFOH 12(3)). $UWLFOH 12(4) UHTXLUHG WKH &RPPLVVLRQ WR 
UHSRUW DOVR RQ WKH UHODWLRQVKLS EHWZHHQ WKH 6($ 'LUHFWLYH DQG FHUWDLQ (XURSHDQ 
UHJXODWLRQV. 

40�.  ,W LV LQ WKLV FRQWH[W WKDW DUWLFOH 12(2) SURYLGHV DV IROORZV�  

³0HPEHU 6WDWHV VKDOO HQVXUH WKDW HQYLURQPHQWDO UHSRUWV DUH RI D 
VXIILFLHQW TXDOLW\ WR PHHW WKH UHTXLUHPHQWV RI WKLV 'LUHFWLYH DQG 
VKDOO FRPPXQLFDWH WR WKH &RPPLVVLRQ DQ\ PHDVXUHV WKH\ WDNH 
FRQFHUQLQJ WKH TXDOLW\ RI WKHVH UHSRUWV.´ 

410.  0U 3OHPLQJ LQYLWHV XV WR UHDG WKLV SURYLVLRQ DORQJVLGH UHFLWDO (14)�  

³:KHUH DQ DVVHVVPHQW LV UHTXLUHG E\ WKLV 'LUHFWLYH, DQ 
HQYLURQPHQWDO UHSRUW VKRXOG EH SUHSDUHG FRQWDLQLQJ UHOHYDQW 
LQIRUPDWLRQ DV VHW RXW LQ WKLV 'LUHFWLYH, LGHQWLI\LQJ, GHVFULELQJ 
DQG HYDOXDWLQJ WKH OLNHO\ VLJQLILFDQW HQYLURQPHQWDO HIIHFWV RI 
LPSOHPHQWLQJ WKH SODQ RU SURJUDPPH, DQG UHDVRQDEOH 
DOWHUQDWLYHV WDNLQJ LQWR DFFRXQW WKH REMHFWLYHV DQG WKH 
JHRJUDSKLFDO VFRSH RI WKH SODQ RU SURJUDPPH� 0HPEHU 6WDWHV 
VKRXOG FRPPXQLFDWH WR WKH &RPPLVVLRQ DQ\ PHDVXUHV WKH\ WDNH 
FRQFHUQLQJ WKH TXDOLW\ RI HQYLURQPHQWDO UHSRUWV.´ 

411.  +RZHYHU, LQ RXU MXGJPHQW, DUWLFOH 12(2) GRHV QRW SXUSRUW WR VHW D OHJDO WHVW IRU 
GHWHUPLQLQJ ZKHWKHU DQ LQGLYLGXDO HQYLURQPHQWDO UHSRUW SURGXFHG E\ DQ DXWKRULW\ LQ 
UHODWLRQ WR LWV SODQ RU SURJUDPPH FRPSOLHV ZLWK WKH 6($ 'LUHFWLYH. 7KH UHTXLUHPHQWV 
IRU WKH FRQWHQW RI DQ HQYLURQPHQWDO UHSRUW DUH VHW RXW HOVHZKHUH LQ WKH 'LUHFWLYH (L.H. 
DUWLFOH 5 DQG $QQH[ 1). ,QVWHDG, DUWLFOH 12(2) LV GLUHFWHG DW WKH TXDOLW\ RI HQYLURQPHQWDO 
UHSRUWV JHQHUDOO\, WKH VWUXFWXUDO PHDVXUHV WDNHQ E\ HDFK 0HPEHU 6WDWH WR DFKLHYH 
FRPSOLDQFH ZLWK WKH 'LUHFWLYH DQG WKH LQIRUPDWLRQ WR EH SURYLGHG WR WKH &RPPLVVLRQ 
IURP WLPH WR WLPH RQ WKRVH PHDVXUHV. $UWLFOH 13 UHFRJQLVHV WKDW 0HPEHU 6WDWHV PD\ 
LPSOHPHQW WKH 'LUHFWLYH E\ DGPLQLVWUDWLYH DV ZHOO DV OHJDO SURYLVLRQV.   
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412.  :H QRWH WKDW DUWLFOH 12(2) KDV QRW EHHQ WUDQVSRVHG LQWR WKH 6($ 5HJXODWLRQV. *LYHQ 
WKH DGPLQLVWUDWLYH QDWXUH RI WKDW SURYLVLRQ, ZH GR QRW WKLQN WKDW DQ\ FULWLFLVP FDQ EH 
PDGH RI WKH 8.¶V DSSURDFK LQ WKDW UHJDUG. ,QGHHG, QRQH ZDV VXJJHVWHG. ,WV DEVHQFH 
IURP WKH UHJXODWLRQV VXSSRUWV RXU FRQVWUXFWLRQ RI DUWLFOH 12(2) LQ WKH 'LUHFWLYH. 

413.  )XUWKHUPRUH, DOWKRXJK LQ KLV MXGJPHQW LQ )RUHVW +HDWK &ROOLQV - UHIHUUHG  DW >12@ WR  
DUWLFOH 12(2), KH GLG QRW PHQWLRQ LW DJDLQ� DQG KLV GHFLVLRQ GLG QRW WXUQ RQ WKH DSSOLFDWLRQ 
RI WKDW SURYLVLRQ. 7KH FKDOOHQJH LQ WKDW FDVH UHODWHG WR SROLFLHV LQ WKH ORFDO SODQQLQJ 
DXWKRULW\¶V &RUH 6WUDWHJ\ IRU DQ H[WHQVLRQ WR WKH 1RUWK (DVW RI 1HZPDUNHW LQYROYLQJ 
WKH EXLOGLQJ RI 1,200 QHZ KRPHV DV SDUW RI D PL[HG-XVH GHYHORSPHQW. 7KH MXGJH 
DFFHSWHG WKDW WKH 6($ SURFHVV PD\ EH LWHUDWLYH� DQG VR DQ DXWKRULW\ LV HQWLWOHG WR UHMHFW 
DOWHUQDWLYHV DW DQ HDUO\ VWDJH DQG, SURYLGHG WKDW WKHUH LV QR PDWHULDO FKDQJH LQ 
FLUFXPVWDQFH, WR GHFLGH WKDW LW LV XQQHFHVVDU\ WR UHYLVLW WKRVH DOWHUQDWLYHV (VHH >16@). %XW 
WKH FRPSODLQW ZDV WKDW UHDVRQV KDG QRW EHHQ JLYHQ ZKHQ DOWHUQDWLYHV ZHUH UHMHFWHG DW 
DQ HDUO\ VWDJH DQG WKDW, ZKHQ WKH SURSRVHG H[WHQVLRQ KDG VXEVHTXHQWO\ EHHQ LQFUHDVHG 
IURP 500 WR 1,000 DQG WKHQ WR 1,200 KRPHV IRU GHOLYHU\ RYHU D PXFK ORQJHU SHULRG RI 
WLPH, WKH UHTXLUHPHQW WR DVVHVV UHDVRQDEOH DOWHUQDWLYHV KDG QRW EHHQ UHYLVLWHG. &ROOLQV 
- XSKHOG WKDW FKDOOHQJH (VHH >17@ DQG >3�@->40@).  

414.  7KXV, WKH FODLPDQWV LQ WKH )RUHVW +HDWK FDVH ZHUH VXFFHVVIXO EHFDXVH WKH HQYLURQPHQWDO 
UHSRUW IDLOHG WR FRPSO\ ZLWK DUWLFOH 5 E\ IDLOLQJ WR DGGUHVV WKH UHMHFWLRQ RI DOWHUQDWLYHV 
WR WKH SURSRVDO (LQFOXGLQJ LWV VXEVHTXHQW HQODUJHPHQW) DQG WKH UHDVRQV IRU WKDW UHMHFWLRQ. 
7KH UHSRUW wholly IDLOHG WR DGGUHVV DQ H[SOLFLW UHTXLUHPHQW RI DUWLFOH 5. )RUHVW +HDOWK 
LV QRW DXWKRULW\ IRU WKH SURSRVLWLRQ WKDW DUWLFOH 12(2) SURYLGHV D OHJDO WHVW IRU WKH FRXUW 
WR GHWHUPLQH ZKHWKHU D SDUWLFXODU HQYLURQPHQWDO UHSRUW IDLOV WR VDWLVI\ WKH UHTXLUHPHQWV 
RI WKH 6($ 'LUHFWLYH. 7KH ZKROH WKUXVW RI GRPHVWLF MXULVSUXGHQFH LV WKDW LW LV QRW IRU 
WKH FRXUWV WR DVVXPH VRPH IRUP RI TXDOLW\ DVVXUDQFH UROH XQGHU WKH JXLVH RI MXGLFLDO 
UHYLHZ. :H ZHUH QRW UHIHUUHG WR DQ\ (XURSHDQ DXWKRULW\ ZKLFK LQGLFDWHV DQ\ GLIIHUHQW 
YLHZ, VXFK WKDW WKH FRXUW VKRXOG EHFRPH LQYROYHG LQ UHYLHZLQJ WKH DGHTXDF\ RI WKH 
quality RI DQ HQYLURQPHQWDO UHSRUW¶V WUHDWPHQW RI HQYLURQPHQWDO HIIHFWV.  

415.  7KH UHPDLQLQJ LVVXH LV ZKHWKHU WKH %OHZHWW DSSURDFK VKRXOG EH DSSOLHG LQ FKDOOHQJHV 
WR WKH DGHTXDF\ RI DQ HQYLURQPHQWDO UHSRUW XQGHU WKH 6($ 'LUHFWLYH. 7KDW LQYROYHV 
XQGHUVWDQGLQJ WKH FRQWH[W LQ ZKLFK %OHZHWW ZDV GHFLGHG DQG KDV VLQFH EHHQ DSSOLHG� 
DQG, LQGHHG, ZKDW WKDW DSSURDFK UHTXLUHV.   

416.  +RZHYHU, EHIRUH WXUQLQJ WR WKRVH PDWWHUV, LW LV FRQYHQLHQW WR DGGUHVV 0U 3OHPLQJ¶V 
VXEPLVVLRQV RQ GLIIHUHQFHV EHWZHHQ WKH 6($ DQG (,$ UHJLPHV ZKLFK KH VXJJHVWV 
MXVWLI\ D VWULFWHU DSSURDFK EHLQJ WDNHQ WR WKH DGHTXDF\ RI DQ HQYLURQPHQWDO UHSRUW 
SUHSDUHG IRU 6($ WKDQ LV VXJJHVWHG E\ %OHZHWW. ,Q VXPPDU\, KH VXEPLWWHG WKDW� 

L)  7KH 6($ 'LUHFWLYH LPSRVHV PDQGDWRU\ UHTXLUHPHQWV DV WR WKH LQIRUPDWLRQ WR EH 
SURYLGHG LQ D UHSRUW, ZKHUHDV WKH (,$ 'LUHFWLYH DOORZV 0HPEHU 6WDWHV D GHJUHH 
RI FKRLFH DV WR WKH SURMHFWV UHTXLULQJ (,$ DQG WKH FRQWHQW RI DQ HQYLURQPHQWDO 
VWDWHPHQW. 

LL)  $Q HQYLURQPHQWDO VWDWHPHQW LV SUHSDUHG IRU (,$ LQ VXSSRUW RI DQ DSSOLFDWLRQ IRU 
GHYHORSPHQW FRQVHQW DQG FDQ EH VXSSOHPHQWHG RU FRUUHFWHG E\ DGGLWLRQDO 
LQIRUPDWLRQ. $Q HQYLURQPHQWDO UHSRUW LV SUHSDUHG IRU 6($ E\ WKH DXWKRULW\ 
SURPRWLQJ WKH SODQ RU SURJUDPPH DQG WKH DGGLWLRQ RI IXUWKHU LQIRUPDWLRQ DW D 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

ODWHU VWDJH FRXOG XQGHUPLQH FRPSOLDQFH ZLWK WKH UHTXLUHPHQW RI DUWLFOH 6(2) IRU 
HDUO\ DQG HIIHFWLYH FRQVXOWDWLRQ. 

LLL)  $Q HQYLURQPHQWDO UHSRUW IRU 6($ LV SUHSDUHG E\ RU RQ EHKDOI RI WKH DXWKRULW\ 
SURPRWLQJ WKH SODQ RU SURJUDPPH ZKLFK PD\ DOVR GHWHUPLQH ZKHWKHU LW LV WR EH 
DGRSWHG ILQDOO\, ZKHUHDV DQ HQYLURQPHQWDO VWDWHPHQW LV VXEPLWWHG IRU DVVHVVPHQW 
E\ DQ LQGHSHQGHQW GHFLVLRQ-PDNHU ZKR PD\ UHTXLUH IXUWKHU LQIRUPDWLRQ WR EH 
SURYLGHG. 

417.  :KLOVW WKHUH DUH VRPH GLIIHUHQFHV EHWZHHQ WKH WZR UHJLPHV, ZH GR QRW FRQVLGHU WKDW 
WKH\ DUH DV VWDUN DV 0U 3OHPLQJ VXJJHVWHG, DQG WKH\ FHUWDLQO\ GR QRW MXVWLI\ D GLIIHUHQFH 
LQ WKH LQWHQVLW\ RI UHYLHZ IRU ZKLFK KH FRQWHQGV.   

L) ,Q WKH FDVH RI WKH (,$ 'LUHFWLYH, DQ $QQH[ , SURMHFW PXVW EH VXEMHFWHG WR DQ 
DVVHVVPHQW, ZKHUHDV DQ DVVHVVPHQW LV UHTXLUHG IRU DQ $QQH[ ,, SURMHFW LI LW LV 
MXGJHG OLNHO\ WR KDYH VLJQLILFDQW HQYLURQPHQWDO HIIHFWV (VHH DOVR $QQH[ ,,,).  
6LPLODUO\, WKH 6($ 'LUHFWLYH UHTXLUHV DQ DVVHVVPHQW WR EH PDGH IRU FHUWDLQ 
FDWHJRULHV RI SODQV RU SURJUDPPHV (DUWLFOH 3(2)) DQG LQ RWKHU FDVHV ZKHUH WKH SODQ 
RU SURJUDPPH LV MXGJHG OLNHO\ WR KDYH VLJQLILFDQW HQYLURQPHQWDO HIIHFWV (DUWLFOH 
3(4)). 

LL) :KHUH 6($ KDV WR EH XQGHUWDNHQ, WKH UHTXLUHPHQW WR LQFOXGH LQ WKH HQYLURQPHQWDO 
UHSRUW WKH LQIRUPDWLRQ GHVFULEHG LQ DUWLFOH 5 DQG $QQH[ , LV QRW DEVROXWH. ,QVWHDG, 
D MXGJPHQW LV LQYROYHG DV WR ³WKH LQIRUPDWLRQ WKDW PD\ UHDVRQDEO\ EH UHTXLUHG´, 
WDNLQJ LQWR DFFRXQW FXUUHQW NQRZOHGJH, DVVHVVPHQW PHWKRGV, WKH FRQWHQWV DQG 
OHYHO RI GHWDLO LQ WKH SODQ, LWV VWDJH LQ WKH GHFLVLRQ-PDNLQJ SURFHVV DQG ZKHWKHU 
PDWWHUV DUH PRUH DSSURSULDWHO\ DVVHVVHG LQ RWKHU SURFHGXUHV (DUWLFOH 5(2) DQG VHH 
DOVR UHJXODWLRQ 12(3) RI WKH 6($ 5HJXODWLRQV). $UWLFOH 5(4) DOVR UHTXLUHV WKRVH 
GHVLJQDWHG HQYLURQPHQWDO DXWKRULWLHV ZKLFK DUH FRQVXOWHHV RQ WKH HQYLURQPHQWDO 
UHSRUW XQGHU DUWLFOH 6(3) WR EH FRQVXOWHG RQ WKH VFRSH DQG OHYHO RI GHWDLO RI WKDW 
UHSRUW. 6LPLODUO\, WKH (,$ 'LUHFWLYH DOORZV WKH FRPSHWHQW DXWKRULW\ WR H[HUFLVH 
MXGJPHQW DSSURSULDWH WR WKH (,$ SURFHVV RQ WKH VFRSH DQG OHYHO RI GHWDLO WR EH 
LQFOXGHG LQ DQ HQYLURQPHQWDO VWDWHPHQW.  

LLL) ,QGHHG, ZH FRQVLGHU WKH IDFW WKDW WKH 6($ 'LUHFWLYH DOORZV WKH SURPRWHU RI D SODQ 
WR MXGJH WKH QDWXUH DQG DPRXQW RI LQIRUPDWLRQ ZKLFK VKRXOG UHDVRQDEO\ EH 
SURYLGHG LQ WKH HQYLURQPHQWDO UHSRUW, a fortiori LQ WKH IRUPXODWLRQ RI SROLF\, LV D 
VWURQJ LQGLFDWLRQ WKDW WKH VWDQGDUG RI UHYLHZ LQ 6($ FDVHV LV QRW PDWHULDOO\ 
GLIIHUHQW IURP WKDW LQ WKH (,$ FDVHV. 

LY) &RJHQW /DQG (DV DSSURYHG LQ 1R $GDVWUDO) HVWDEOLVKHV WKDW LW LV SHUPLVVLEOH WR 
FXUH D GHIHFW LQ WKH DGHTXDF\ RI DQ HQYLURQPHQWDO UHSRUW E\ WKH VXEVHTXHQW 
SXEOLFDWLRQ RI DQG FRQVXOWDWLRQ XSRQ VXSSOHPHQWDU\ PDWHULDO. 7KDW SURFHGXUH LV 
FRPSDWLEOH ZLWK WKH UHTXLUHPHQW LQ DUWLFOH 6(2) RI WKH 6($ 'LUHFWLYH IRU ³DQ HDUO\ 
DQG HIIHFWLYH RSSRUWXQLW\ ZLWKLQ DSSURSULDWH WLPHVFDOHV´ IRU WKRVH FRQVXOWHG WR 
H[SUHVV WKHLU RSLQLRQV RQ WKH GUDIW SODQ DQG WKH DFFRPSDQ\LQJ HQYLURQPHQWDO 
UHSRUW ³EHIRUH WKH DGRSWLRQ RI WKH SODQ RU SURJUDPPH´. ,Q WKHVH UHVSHFWV, WKHUH 
LV VRPH VLPLODULW\ WR WKH (,$ UHJLPH.  

Y) :KHUH D ORFDO SODQQLQJ DXWKRULW\ ZLVKHV WR REWDLQ SODQQLQJ SHUPLVVLRQ WR FDUU\ 
RXW GHYHORSPHQW ZKLFK LV ³(,$ GHYHORSPHQW´, LW PD\ QRQHWKHOHVV GHWHUPLQH WKDW 
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DSSOLFDWLRQ LWVHOI, XQOHVV LW LV FDOOHG LQ E\ WKH 6HFUHWDU\ RI 6WDWH IRU +RXVLQJ, 
&RPPXQLWLHV DQG /RFDO *RYHUQPHQW. 7KH (,$ 5HJXODWLRQV GR QRW SURYLGH 
RWKHUZLVH. 7KHUH LV QR PDWHULDO GLIIHUHQFH IRU SUHVHQW SXUSRVHV EHWZHHQ WKDW 
VLWXDWLRQ DQG WKH DELOLW\ RI DQ DXWKRULW\ WR IRUPXODWH GUDIW SROLF\, FRQVXOW WKHUHRQ 
DQG DGRSW D ILQDO SROLF\, VR DV WR MXVWLI\ D PRUH LQWHQVLYH IRUP RI UHYLHZ RQ WKH 
DGHTXDF\ RI DQ DVVHVVPHQW RI HQYLURQPHQWDO HIIHFWV LQ 6($.   

YL)  )XUWKHUPRUH, LW VKRXOG EH QRWHG WKDW PDQ\ VWDWXWRU\ UHJLPHV IRU WKH DGRSWLRQ RI 
SODQV RU SURJUDPPHV GR SURYLGH IRU LQGHSHQGHQW VFUXWLQ\ JRLQJ EH\RQG WKH OHJDO 
UHTXLUHPHQWV RI D IRUPDO FRQVXOWDWLRQ SURFHVV. )RU H[DPSOH, VWDWXWRU\ 
GHYHORSPHQW SODQV DUH WKH VXEMHFW RI DQ ³H[DPLQDWLRQ´ SURFHGXUH EHIRUH DQ 
LQGHSHQGHQW H[DPLQHU (VHFWLRQV 20 DQG 38$ RI WKH 3ODQQLQJ DQG &RPSXOVRU\ 
3XUFKDVH $FW 2004). $ PDULQH SODQ XQGHU WKH 0DULQH DQG &RDVWDO $FFHVV $FW 
200� GHDOLQJ ZLWK PDULQH GHYHORSPHQW PXVW EH VXEMHFWHG WR D VLPLODU SURFHVV RI 
LQGHSHQGHQW ³LQYHVWLJDWLRQ´ (VHFWLRQ 51 DQG VFKHGXOH 6). $Q 136 XQGHU WKH 3$ 
2008 PXVW EH VXEMHFWHG WR 3DUOLDPHQWDU\ VFUXWLQ\, ZKLFK PD\ LQFOXGH VFUXWLQ\ E\ 
D VHOHFW FRPPLWWHH.   

418.  $FFRUGLQJO\, ZH GR QRW FRQVLGHU WKDW 0U 3OHPLQJ¶V VXEPLVVLRQV FRPSDULQJ WKH 6($ 
DQG (,$ UHJLPHV OHQG DQ\ VXEVWDQWLDO VXSSRUW IRU WKH VWULFWHU VWDQGDUG RI UHYLHZ IRU 
ZKLFK KH FRQWHQGV. 

41�.  :H WXUQ WR WKH (,$ DXWKRULWLHV. ,Q %OHZHWW, WKH FRPSODLQW ZDV WKDW WKH HQYLURQPHQWDO 
VWDWHPHQW IRU D SURSRVHG H[WHQVLRQ WR D ODQGILOO VLWH FRQWDLQHG QR DVVHVVPHQW RI WKH 
HIIHFW RI WKH VFKHPH RQ JURXQGZDWHU SURWHFWLRQ. ,QVWHDG, WKH PLQHUDOV SODQQLQJ 
DXWKRULW\ GHFLGHG WKDW WKDW PDWWHU FRXOG EH OHIW WR EH DVVHVVHG IROORZLQJ WKH JUDQW RI 
SODQQLQJ SHUPLVVLRQ, E\ DVVXPLQJ WKDW FRPSOH[ PLWLJDWLRQ PHDVXUHV ZRXOG EH 
VXFFHVVIXO. 6XOOLYDQ - KHOG WKDW WKH VWDUWLQJ SRLQW ZDV WKDW LW ZDV IRU WKH ORFDO SODQQLQJ 
DXWKRULW\ WR GHFLGH ZKHWKHU WKH LQIRUPDWLRQ VXSSOLHG E\ WKH DSSOLFDQW ZDV VXIILFLHQW WR 
PHHW WKH GHILQLWLRQ RI DQ HQYLURQPHQWDO VWDWHPHQW LQ WKH (,$ 5HJXODWLRQV, VXEMHFW WR 
UHYLHZ RQ QRUPDO :HGQHVEXU\ SULQFLSOHV (VHH >32@->33@). ,QIRUPDWLRQ FDSDEOH RI 
PHHWLQJ WKH UHTXLUHPHQWV LQ VFKHGXOH 4 WR WKH (,$ 5HJXODWLRQV VKRXOG EH SURYLGHG (VHH 
>34@), EXW D IDLOXUH WR GHVFULEH D OLNHO\ VLJQLILFDQW HIIHFW RQ WKH HQYLURQPHQW GRHV QRW 
UHVXOW LQ WKH GRFXPHQW VXEPLWWHG IDLOLQJ WR TXDOLI\ DV DQ HQYLURQPHQWDO VWDWHPHQW RU LQ 
WKH ORFDO SODQQLQJ DXWKRULW\ ODFNLQJ MXULVGLFWLRQ WR GHWHUPLQH WKH SODQQLQJ DSSOLFDWLRQ. 
,QVWHDG, GHILFLHQFLHV LQ WKH HQYLURQPHQWDO LQIRUPDWLRQ SURYLGHG PD\ OHDG WR  WKH  
DXWKRULW\ GHFLGLQJ WR UHIXVH SHUPLVVLRQ, LQ WKH H[HUFLVH RI LWV MXGJPHQW (VHH >40@). 7KXV, 
WKH VWDWHPHQW LQ >41@, WKDW WKH GHILFLHQFLHV PXVW EH VXFK WKDW WKH GRFXPHQW FRXOG QRW 
reasonably EH GHVFULEHG DV DQ HQYLURQPHQWDO VWDWHPHQW LQ DFFRUGDQFH ZLWK WKH (,$ 
5HJXODWLRQV, ZDV LQ OLQH ZLWK WKH MXGJH¶V HDUOLHU REVHUYDWLRQV LQ >32@->33@. ,W VLPSO\ 
LGHQWLILHG FRQYHQWLRQDO :HGQHVEXU\ JURXQGV DV WKH EDVLV XSRQ ZKLFK WKH FRXUW PD\ 
LQWHUYHQH. 

420.  ,Q 6KDGZHOO (VWDWHV /WG Y %UHFNODQG 'LVWULFW &RXQFLO >2013@ (:+& 12 ($GPLQ) DW  
>73@, %HDWVRQ - UHIHUUHG WR D QXPEHU RI DXWKRULWLHV ZKLFK KDG WDNHQ WKH VDPH DSSURDFK 
LQ (,$ FDVHV WR MXGLFLDO UHYLHZ RI WKH DGHTXDF\ RI HQYLURQPHQWDO VWDWHPHQWV RU WKH 
HQYLURQPHQWDO LQIRUPDWLRQ DYDLODEOH� 5 Y 5RFKGDOH 0%& H[ SDUWH 0LOQH >2000@ (:+& 
650 ($GPLQ)� >2001@ (QY /5 22 DW >106@, 5 (%HGIRUG DQG &ODUH) Y ,VOLQJWRQ /RQGRQ 
%RURXJK &RXQFLO >2002@ (:+& 2044 ($GPLQ)� >2003@ (QY /5 22 DW >1��@ DQG >203@, 
DQG %RZHQ-:HVW Y 6HFUHWDU\ RI 6WDWH IRU &RPPXQLWLHV DQG /RFDO *RYHUQPHQW >2012@ 
(:&$ &LY 321� >2012@ (QY /5 22 DW >3�@. ,Q %HGIRUG DQG &ODUH, 2XVHOH\ - KHOG WKDW 
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WKH HQYLURQPHQWDO VWDWHPHQW IRU WKH GHYHORSPHQW RI D QHZ VWDGLXP IRU $UVHQDO ZDV QRW 
OHJDOO\ LQDGHTXDWH EHFDXVH LW KDG IDLOHG WR DVVHVV WUDQVSRUWDWLRQ LPSDFWV XVLQJ WKH ORFDO 
DXWKRULW\¶V SUHIHUUHG PRGDO VSOLW, WKH ORVV RI DQ H[LVWLQJ ZDVWH KDQGOLQJ FDSDFLW\ WR 
PDNH ZD\ IRU WKH GHYHORSPHQW, QRLVH HIIHFWV DW QLJKW DQG RQ EDQN KROLGD\V, 
FRQWDPLQDWHG ODQG LVVXHV, DQG WKH HIIHFWV RI GXVW GXULQJ FRQVWUXFWLRQ. +H FRQVLGHUHG 
WKDW WKH VLJQLILFDQFH RU RWKHUZLVH RI WKRVH PDWWHUV KDG EHHQ D PDWWHU IRU WKH ORFDO 
DXWKRULW\ WR GHWHUPLQH. 7KH FODLPDQW¶V FULWLFLVPV GLG QRW VKRZ WKDW WRSLFV VXFK DV PRGDO 
VSOLW RU QRLVH HIIHFWV KDG QRW EHHQ DVVHVVHG DW DOO. ,QVWHDG, WKH\ UHODWHG WR WKH OHYHO RI 
GHWDLO LQWR ZKLFK WKH DVVHVVPHQW KDG JRQH DQG KHQFH LWV TXDOLW\. 7KDW ZDV SUH-
HPLQHQWO\ D PDWWHU RI SODQQLQJ MXGJPHQW IRU WKH GHFLVLRQ-PDNHU DQG QRW WKH FRXUW. 

421.  ,Q 5 ((GZDUGV) Y (QYLURQPHQW $JHQF\ >2008@ 8.+/ 22� >200�@ 1 $OO (5 57, WKH 
FODLPDQWV VRXJKW MXGLFLDO UHYLHZ RI WKH (QYLURQPHQW $JHQF\¶V JUDQW RI D 3ROOXWLRQ 
3UHYHQWLRQ DQG &RQWURO 3HUPLW IRU WKH RSHUDWLRQ RI D FHPHQW ZRUNV, ZKLFK ZDV WR 
LQFOXGH WKH EXUQLQJ RI VKUHGGHG W\UHV DV D IXHO. 7KH UHOHYDQW UHJXODWLRQV UHTXLUHG WKH 
FRPSDQ\¶V DSSOLFDWLRQ WR LGHQWLI\ WKH QDWXUH DQG VRXUFHV RI IRUHVHHDEOH HPLVVLRQV IURP 
WKH LQVWDOODWLRQ DQG WR GHVFULEH VLJQLILFDQW HQYLURQPHQWDO HIIHFWV WKDW ZHUH IRUHVHHDEOH. 
7KH FRPSODLQW ZDV WKDW 3010 HPLVVLRQV IURP ORZ OHYHO SRLQW VRXUFHV (DV RSSRVHG WR 
HPLVVLRQV IURP D VWDFN) KDG QRW EHHQ LQFOXGHG LQ WKH DLU TXDOLW\ PRGHOOLQJ. 7KH +RXVH 
RI /RUGV KHOG WKDW ZKHWKHU WKLV DVSHFW VKRXOG KDYH EHHQ DGGUHVVHG KDG EHHQ D PDWWHU RI 
MXGJPHQW IRU WKH (QYLURQPHQW $JHQF\ WR GHWHUPLQH.  7KH\ DSSOLHG WKH REVHUYDWLRQV RI 
6XOOLYDQ - LQ %OHZHWW DW >41@.  2QFH DJDLQ, WKH FRPSODLQW UHODWHG WR WKH DGHTXDF\ RI WKH 
TXDOLW\ RI WKH DVVHVVPHQW WKDW KDG EHHQ XQGHUWDNHQ. 7KH DSSOLFDQW KDG FDUULHG RXW 
PRGHOOLQJ RI RQH VRXUFH RI 3010 HPLVVLRQV� WKH RPLVVLRQ RI WKH ORZ-OHYHO VRXUFHV GLG 
QRW DPRXQW WR D SXEOLF ODZ JURXQG RI FKDOOHQJH.  

422.  7XUQLQJ WR WKH 6($ 'LUHFWLYH, DQ DQDO\VLV RI WKH GHFLVLRQV RQ ZKHWKHU WKHUH KDV EHHQ 
FRPSOLDQFH ZLWK WKH 6($ 'LUHFWLYH VKRZV WKDW FKDOOHQJHV KDYH EHHQ VXFFHVVIXO ZKHUH 
WKH DXWKRU RI D SODQ KDV IDLOHG WR JLYH any FRQVLGHUDWLRQ WR D VXEMHFW ZKLFK DUWLFOH 5 DQG 
$QQH[ , H[SUHVVO\ UHTXLUHG WR EH DGGUHVVHG. &KDOOHQJHV ZKLFK KDYH VLPSO\ FULWLFLVHG 
WKH TXDOLW\ RI WKH WUHDWPHQW JLYHQ WR D VXEMHFW, VXFK DV WKH OHYHO RI GHWDLO SURYLGHG RU D 
IDLOXUH WR FRYHU D SDUWLFXODU DVSHFW RI WKDW VXEMHFW KDYH EHHQ XQVXFFHVVIXO. 

423.  :H FRQVLGHU ILUVW FDVHV LQ ZKLFK WKH FRXUW KDV LQWHUYHQHG.   

424.  $V ZH KDYH H[SODLQHG, )RUHVW +HDWK ZDV D FDVH LQ ZKLFK WKH ORFDO DXWKRULW\ ZKROO\ 
IDLOHG WR DGGUHVV WKH VXEMHFW RI ³UHDVRQDEOH DOWHUQDWLYHV´ WR WKH SURSRVHG H[WHQVLRQV WR 
1HZPDUNHW, SDUWLFXODUO\ WKH UHDVRQV ZK\ WKH\ VKRXOG EH UHMHFWHG. 

425.  7KH FRXUW KDG SUHYLRXVO\ UHDFKHG D VLPLODU FRQFOXVLRQ LQ &LW\ DQG 'LVWULFW &RXQFLO RI 
6W $OEDQV Y 6HFUHWDU\ RI 6WDWH IRU &RPPXQLWLHV DQG /RFDO *RYHUQPHQW >200�@ (:+& 
1280 ($GPLQ)� >2010@ -3/ 70, LQ ZKLFK D FKDOOHQJH WR D UHYLVLRQ RI WKH (DVW RI (QJODQG 
3ODQ, D UHJLRQDO VSDWLDO VWUDWHJ\, ZDV XSKHOG. 7KH SODQ SURSRVHG VXEVWDQWLDO JURZWK LQ 
WKH /RQGRQ $UF, D EHOW RI ODQG WR WKH 1RUWK DQG (DVW RI /RQGRQ, O\LQJ EHWZHHQ 
5LFNPDQVZRUWK DQG %UHQWZRRG. 7KH FRXUW, UHIHUULQJ WR DUWLFOH 5(2) DQG UHJXODWLRQ 
12(3) RI WKH 6($ 5HJXODWLRQV, DFFHSWHG WKDW WKH 6($ 'LUHFWLYH DOORZV D SURFHVV  RI  
GHFLVLRQ-PDNLQJ LQ ZKLFK RSWLRQV FDQ EH SURJUHVVLYHO\ QDUURZHG DQG FODULILHG (VHH 
>14@). 6XFK GHFLVLRQV PD\ QRW QHHG WR EH UHYLVLWHG ZKHQ DOWHUQDWLYHV WR PRUH GHWDLOHG 
SURSRVDOV DUH VXEVHTXHQWO\ XQGHU FRQVLGHUDWLRQ. 2Q WKDW EDVLV, D FRPSODLQW WKDW WKH 
HQYLURQPHQWDO UHSRUW IRU WKH UHJLRQDO VWUDWHJ\ KDG QRW DGGUHVVHG DOWHUQDWLYHV WR 
H[SDQVLRQ DW +DUORZ ZDV UHMHFWHG, DQG VR D IXUWKHU HQYLURQPHQWDO UHSRUW GHDOLQJ ZLWK 
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WKDW VXEMHFW ZDV QRW UHTXLUHG (VHH >15@ DQG >1�@->20@). +RZHYHU, 0LWWLQJ - FRQFOXGHG 
WKDW WKHUH KDG QRW EHHQ any HYDOXDWLRQ RI DOWHUQDWLYHV WR SROLFLHV SURSRVLQJ WKH 
H[SDQVLRQ RI RWKHU WRZQV ZKLFK ZRXOG UHTXLUH WKH HURVLRQ RI WKH *UHHQ %HOW.  
&RQVHTXHQWO\, WKHUH KDG EHHQ D IDLOXUH WR FRPSO\ ZLWK DUWLFOH 5(1) LQ UHODWLRQ WR WKRVH 
SDUWLFXODU SROLFLHV VR DV WR MXVWLI\ D TXDVKLQJ RUGHU (VHH >21@->22@). 

426.  +HDUG Y %URDGODQG 'LVWULFW &RXQFLO >2012@ (:+& 344 ($GPLQ)� >2012@ (QY /5 23 
ZDV FRQFHUQHG ZLWK D SURSRVDO LQ D -RLQW &RUH 6WUDWHJ\ IRU D ³JURZWK WULDQJOH´ WR WKH 
1RUWK (DVW RI 1RUZLFK. ,W DSSHDUV WKDW WKLV ZDV WR LQYROYH WKH GHYHORSPHQW RI PRUH 
WKDQ 20,000 KRPHV RQ VHYHUDO ODUJH VLWHV. 2XVHOH\ - XSKHOG D FRPSODLQW WKDW WKHUH KDG 
EHHQ D IDLOXUH WR FRPSO\ ZLWK DUWLFOH 5(1) RQ WKH JURXQGV WKDW, DOWKRXJK DQ DOWHUQDWLYH 
RSWLRQ KDG EHHQ LGHQWLILHG ZKLFK ZRXOG KDYH LQYROYHG QR DGGLWLRQDO GHYHORSPHQW LQ 
WKH WULDQJOH, QR DVVHVVPHQW KDG EHHQ PDGH RI WKDW RSWLRQ DQG QR UHDVRQV KDG EHHQ JLYHQ 
IRU UHMHFWLQJ LW. 7KH VXVWDLQDELOLW\ DSSUDLVDO FDUULHG RXW IRU WKH 6WUDWHJ\ UHODWHG VROHO\ 
WR WKH DXWKRULWLHV¶ SUHIHUUHG RSWLRQ. 7KH UHDVRQV IRU UHMHFWLQJ RWKHU DOWHUQDWLYHV DW 
HDUOLHU VWDJHV ZHUH QRW VHW RXW DQG VR LW ZDV QRW SRVVLEOH WR GLVFHUQ WKH UHDVRQV ZK\ WKH 
SUHIHUUHG RSWLRQ KDG EHHQ VHOHFWHG (VHH >58@->70@). 

427.  ,Q $VKGRZQ )RUHVW (FRQRPLF 'HYHORSPHQW //3 Y 6HFUHWDU\ RI 6WDWH IRU &RPPXQLWLHV 
DQG /RFDO *RYHUQPHQW >2015@ (:&$ &LY 681� >2016@ 3765 78 D SROLF\ LQ D &RUH 
6WUDWHJ\ UHTXLUHG PLWLJDWLRQ PHDVXUHV IRU KRXVLQJ GHYHORSPHQW ORFDWHG ZLWKLQ 7NP RI 
$VKGRZQ )RUHVW (DQ 6$& DQG 63$) LQFOXGLQJ WKH SURYLVLRQ RI ³6XLWDEOH $OWHUQDWLYH 
1DWXUDO *UHHQ 6SDFHV´. 7KH &RXUW RI $SSHDO XSKHOG D FKDOOHQJH WR WKDW VSHFLILF SROLF\ 
RQ WKH JURXQGV WKDW, LQ EUHDFK RI WKH 6($ 'LUHFWLYH, WKH DXWKRULWLHV KDG IDLOHG WR 
FRQVLGHU UHDVRQDEOH DOWHUQDWLYHV WR WKH LPSRVLWLRQ RI PLWLJDWLRQ PHDVXUHV IRU 
GHYHORSPHQW ZLWKLQ WKH 7NP ]RQH. 5LFKDUGV /-, JLYLQJ WKH MXGJPHQW RI WKH FRXUW, 
DFFHSWHG WKDW WKH LGHQWLILFDWLRQ RI UHDVRQDEOH DOWHUQDWLYHV ZDV D PDWWHU RI HYDOXDWLYH 
DVVHVVPHQW IRU WKH ORFDO SODQQLQJ DXWKRULW\, VXEMHFW WR UHYLHZ RQ QRUPDO SXEOLF ODZ 
SULQFLSOHV, LQFOXGLQJ :HGQHVEXU\ XQUHDVRQDEOHQHVV. %XW LQ RUGHU WR PDNH D ODZIXO 
DVVHVVPHQW, WKH DXWKRULW\ KDG DW OHDVW WR DSSO\ LWV PLQG WR WKH TXHVWLRQ RI DOWHUQDWLYHV.  
,Q WKLV FDVH, WKHUH ZDV QR HYLGHQFH RI DQ\ FRQVLGHUDWLRQ EHLQJ JLYHQ WR UHDVRQDEOH 
DOWHUQDWLYHV WR WKH SROLF\ UHJDUGLQJ GHYHORSPHQW ZLWKLQ WKH 7NP ]RQH. ,W KDG QRW 
DVVHVVHG WKDW WKHUH ZHUH QR VXFK DOWHUQDWLYHV RU WKDW LW ZDV LQDSSURSULDWH WR ³GULOO GRZQ´ 
IXUWKHU LQWR WKH GHWDLOHG UHTXLUHPHQWV RI WKH SROLF\ IRU WKDW SXUSRVH (VHH >42@). 

428.  ,Q 5H 6HDSRUW ,QYHVWPHQWV /LPLWHG >2008@ (QY /5 23, WKH +LJK &RXUW RI 1RUWKHUQ 
,UHODQG JUDQWHG DQ DSSOLFDWLRQ IRU MXGLFLDO UHYLHZ LQ UHODWLRQ WR WZR $UHD 3ODQV EHFDXVH 
WKH HQYLURQPHQWDO UHSRUW LQ HDFK FDVH KDG IDLOHG WR FRPSO\ ZLWK WKH UHTXLUHPHQW WR 
SURYLGH LQIRUPDWLRQ DGGUHVVLQJ LWHPV (E), (F), (G), (I) DQG (K) LQ $QQH[ , WR WKH 6($ 
'LUHFWLYH. 7KXV, LQ DGGLWLRQ WR WKHUH EHLQJ QR H[SODQDWLRQ GHDOLQJ ZLWK WKH VHOHFWLRQ RI 
DOWHUQDWLYHV, WKHUH ZDV D IDLOXUH WR LGHQWLI\ DUHDV OLNHO\ WR EH ³VLJQLILFDQWO\ DIIHFWHG´� 
63$V, 5DPVDU VLWHV (L.H. D ZHWODQG VLWH GHVLJQDWHG RI LQWHUQDWLRQDO LPSRUWDQFH XQGHU WKH 
81(6&$ &RQYHQWLRQ RQ :HWODQGV) DQG FDQGLGDWH 6$&V ZHUH LJQRUHG� DQG FHUWDLQ 
DFNQRZOHGJHG HQYLURQPHQWDO LPSDFWV ZHUH QRW WKH VXEMHFW RI DQ\ DVVHVVPHQW. ,Q DQ 
LPSRUWDQW SDUW RI KLV MXGJPHQW, :HDWKHUXS - KHOG WKDW WKH ³UHVSRQVLEOH DXWKRULW\ PXVW 
EH DFFRUGHG D VXEVWDQWLDO GLVFUHWLRQDU\ DUHD RI MXGJPHQW LQ UHODWLRQ WR FRPSOLDQFH ZLWK 
WKH UHTXLUHG LQIRUPDWLRQ IRU HQYLURQPHQWDO UHSRUWV´ (VHH >26@). +H DGGHG WKDW WKH FRXUW 
ZLOO QRW H[DPLQH WKH ILQH GHWDLO RI WKH FRQWHQWV RI WKH HQYLURQPHQWDO UHSRUW, EXW ZLOO 
FRQVLGHU ZKHWKHU WKHUH KDV EHHQ ³VXEVWDQWLDO FRPSOLDQFH´ ZLWK WKH LQIRUPDWLRQ 
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UHTXLUHPHQWV RI WKH 6($ 'LUHFWLYH. 7KXV, WKH FRXUW ZLOO FRQVLGHU ZKHWKHU WKH PDWWHUV 
VSHFLILHG LQ WKH 'LUHFWLYH KDYH EHHQ DGGUHVVHG, UDWKHU WKDQ ³WKH TXDOLW\ RI WKDW DGGUHVV´. 

42�.  7KH GLVWLQFWLRQ GUDZQ E\ :HDWKHUXS - LV LOOXVWUDWHG E\ WZR FDVHV LQ ZKLFK DOOHJDWLRQV 
RI QRQ-FRPSOLDQFH ZLWK WKH 6($ 'LUHFWLYH ZHUH UHMHFWHG.  

430.  )LUVW, LQ 6KDGZHOO (VWDWHV /WG Y %UHFNODQG 'LVWULFW &RXQFLO >2013@ (:+& 12 ($GPLQ) 
WKH FKDOOHQJH ZDV WR WKH DGRSWLRQ RI WKH 7KHWIRUG $FWLRQ $UHD 3ODQ, DQG LQ SDUWLFXODU WR 
D SROLF\ IRU DQ H[WHQVLRQ WR WKH WRZQ WR SURYLGH 5,000 KRPHV. ,Q HVVHQFH, WKH FRPSODLQW 
ZDV WKDW, LQ EUHDFK RI SDUDJUDSKV (F) DQG (I) RI $QQH[ ,, WKH $R6 IDLOHG WR DVVHVV WKH 
HQYLURQPHQWDO FKDUDFWHULVWLFV RI D VXEVWDQWLDO DUHD RI WKH H[WHQVLRQ, LQ WKDW LW KDG 
DVVXPHG WKDW GHYHORSPHQW WKHUH ZRXOG KDYH QR HIIHFW RQ VWRQH FXUOHZV (D (XURSHDQ 
SURWHFWHG VSHFLHV) VLPSO\ EHFDXVH LW OD\ EH\RQG D 1500P EXIIHU ]RQH GHVLJQHG WR 
SURWHFW WKH 63$ VXSSRUWLQJ WKDW VSHFLHV (VHH >5@ DQG >7�@), DQG FRQVHTXHQWO\ KDG IDLOHG 
WR WDNH LQWR DFFRXQW DQG DVVHVV HYLGHQFH RI VWRQH FXUOHZV ZLWKLQ WKDW DUHD DQG HOVHZKHUH 
(VHH >66@ DQG >70@). %HDWVRQ - UHYLHZHG WKH FDVH ODZ ZKLFK ZH KDYH DOUHDG\ 
VXPPDULVHG (VHH >73@->78@). +DYLQJ GHVFULEHG WKH FODLPDQW¶V FULWLFLVPV RI WKH DSSUDLVDO 
DV ³KLJKO\ GHWDLOHG´, WKH MXGJH FRQFOXGHG WKDW WKH DXWKRULW\ KDG QRW EHHQ UHTXLUHG WR 
SURYLGH D FRPSUHKHQVLYH DVVHVVPHQW RI DOO RI WKH HYLGHQFH RI VWRQH FXUOHZ DFWLYLW\ LQ 
WKH DUHD, DQG WKDW, LQ VXEVWDQFH, LW KDG SURYLGHG DQ HQYLURQPHQWDO UHSRUW LQ VXEVWDQWLDO 
FRPSOLDQFH ZLWK WKH 6($ 'LUHFWLYH DQG 5HJXODWLRQV (VHH >80@->81@). 7KH FKDOOHQJH 
DVVXPHG WRR LQWUXVLYH D VWDQGDUG RI UHYLHZ IRU WKH OHJDO DGHTXDF\ RI DQ HQYLURQPHQWDO 
UHSRUW (VHH >82@). $OWKRXJK %HDWVRQ - HQGRUVHG WKH ³%OHZHWW DSSURDFK´ (VHH >76@->77@), 
KH GLG VR VLPSO\ DV D SUDFWLFDO H[SUHVVLRQ RI FRQYHQWLRQDO :HGQHVEXU\ SULQFLSOHV (VHH 
>73@->75@). 

431.  ,Q 5 (*ODGPDQ 'HYHORSPHQWV /WG) Y $\OHVEXU\ 9DOH 'LVWULFW &RXQFLO >2014@ (:+& 
4323 ($GPLQ)� >2015@ -3/ 656, /HZLV - UHMHFWHG D FKDOOHQJH WR WKH OHJDO DGHTXDF\ RI 
WKH FRQWHQWV RI D QHLJKERXUKRRG SODQ ZKLFK VRXJKW WR PHHW D UHTXLUHPHQW IRU DGGLWLRQDO 
KRXVLQJ. 7KH 6($ KDG LGHQWLILHG DOWHUQDWLYHV WR WKH VHWWOHPHQW ERXQGDU\ DQG RSWLRQV 
IRU H[WHQGLQJ WKH WRZQ LQ GLIIHUHQW GLUHFWLRQV. ,W KDG JLYHQ UHDVRQV IRU UHMHFWLQJ 
DOWHUQDWLYHV. 7KH H[DPLQHU KDG FRQFOXGHG WKDW WKH 6($ DGGUHVVHG HQYLURQPHQWDO 
LPSDFWV DW D OHYHO RI GHWDLO DSSURSULDWH WR WKH FRQWHQWV RI WKH SODQ.  1HYHUWKHOHVV, WKH 
FODLPDQW DUJXHG WKDW WKH UHTXLUHPHQWV RI WKH 6($ 'LUHFWLYH KDG QRW EHHQ PHW EHFDXVH 
WKH DVVHVVPHQW RI DOWHUQDWLYHV KDG EHHQ YDJXH DQG ODFNLQJ LQ SUHFLVLRQ. ,Q SDUWLFXODU, LW 
ZDV VDLG WKDW WKHUH ZDV D ODFN RI UHDVRQV WR H[SODLQ WKH GUDZLQJ RI WKH VHWWOHPHQW 
ERXQGDU\ LQ FHUWDLQ ORFDWLRQV DQG WKH QRQ-DOORFDWLRQ IRU KRXVLQJ RI FHUWDLQ VLWHV RXWVLGH 
WKDW ERXQGDU\. /HZLV - KHOG WKDW LW VXIILFHG WKDW WKH UHSRUW KDG H[SODLQHG ZK\ H[SDQVLRQ 
KDG EHHQ EDVHG RQ WKH H[LVWLQJ IRUP RI WKH WRZQ DQG ZK\ H[SDQVLRQ LQ RWKHU GLUHFWLRQV 
ZRXOG UHVXOW LQ JUHDWHU HQYLURQPHQWDO LPSDFWV (VHH >8�@->�2@). $FFRUGLQJO\, KH 
FRQFOXGHG WKDW D JUHDWHU OHYHO RI GHWDLO ZDV QRW UHTXLUHG. 7KH UHSRUW KDG LQGHHG 
DGGUHVVHG WKH VXEMHFW ZKLFK WKH 6($ 'LUHFWLYH UHTXLUHG WR EH WDFNOHG, DQG FULWLFLVPV 
PDGH DERXW WKH PDQQHU LQ ZKLFK WKDW H[HUFLVH KDG EHHQ FDUULHG RXW RU WKH OHYHO RI GHWDLO 
LQ WKH UHSRUW GLG QRW DPRXQW WR D SXEOLF ODZ JURXQG RI FKDOOHQJH. 

432.  7KHUHIRUH, LQ FRQFOXVLRQ, ORRNLQJ DW WKH DXWKRULWLHV DV D ZKROH, LW LV SODLQ WKDW WKH 
³%OHZHWW DSSURDFK´ LV QRW D IUHHVWDQGLQJ VWDQGDUG RU SULQFLSOH� LW LV QR PRUH DQG QR OHVV 
WKDQ D SUDFWLFDO DSSOLFDWLRQ RI FRQYHQWLRQDO :HGQHVEXU\ SULQFLSOHV RI MXGLFLDO UHYLHZ. 

433. 7KH LQIRUPDWLRQ LQ DUWLFOH 5(1) DQG $QQH[ , ZKLFK LV WR EH LQFOXGHG LQ DQ HQYLURQPHQWDO 
UHSRUW LV WKDW ZKLFK ³PD\ UHDVRQDEO\ EH UHTXLUHG´ (DUWLFOH 5(2)). 7KDW FRQQRWHV D 
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MXGJPHQW RQ WKH SDUW RI WKH DXWKRULW\ UHVSRQVLEOH IRU SUHSDULQJ WKH SODQ RU SURJUDPPH. 
6XFK D MXGJPHQW LV D PDWWHU IRU WKH HYDOXDWLYH DVVHVVPHQW RI WKH DXWKRULW\ VXEMHFW RQO\ 
WR UHYLHZ RQ QRUPDO SXEOLF ODZ SULQFLSOHV, LQFOXGLQJ :HGQHVEXU\ XQUHDVRQDEOHQHVV. 

434.  :KHUH DQ DXWKRULW\ IDLOV WR JLYH DQ\ FRQVLGHUDWLRQ DW DOO WR D PDWWHU ZKLFK LW LV H[SOLFLWO\ 
UHTXLUHG E\ WKH 6($ 'LUHFWLYH WR DGGUHVV, VXFK DV ZKHWKHU WKHUH DUH UHDVRQDEOH 
DOWHUQDWLYHV WR WKH SURSRVHG SROLF\, WKH FRXUW PD\ FRQFOXGH WKDW WKHUH KDV EHHQ QRQ-
FRPSOLDQFH ZLWK WKH 'LUHFWLYH.  2WKHUZLVH, GHFLVLRQV RQ WKH LQFOXVLRQ RU QRQ-LQFOXVLRQ 
LQ WKH HQYLURQPHQWDO UHSRUW RI LQIRUPDWLRQ RQ D SDUWLFXODU VXEMHFW, RU WKH QDWXUH RU OHYHO 
RI GHWDLO RI WKDW LQIRUPDWLRQ, RU WKH QDWXUH RU H[WHQW RI WKH DQDO\VLV FDUULHG RXW, DUH 
PDWWHUV RI MXGJPHQW IRU WKH SODQ-PDNLQJ DXWKRULW\. :KHUH D OHJDO FKDOOHQJH UHODWHV WR 
LVVXHV RI WKLV NLQG, WKHUH LV DQ DQDORJ\ ZLWK MXGLFLDO UHYLHZ RI FRPSOLDQFH ZLWK D 
GHFLVLRQ-PDNHU¶V REOLJDWLRQ WR WDNH UHDVRQDEOH VWHSV WR REWDLQ LQIRUPDWLRQ UHOHYDQW WR 
KLV GHFLVLRQ, RU RI KLV RPLVVLRQ WR WDNH LQWR DFFRXQW D FRQVLGHUDWLRQ ZKLFK LV OHJDOO\ 
UHOHYDQW EXW RQH ZKLFK KH LV QRW UHTXLUHG (H.J. E\ OHJLVODWLRQ) WR WDNH LQWR DFFRXQW 
(6HFUHWDU\ RI 6WDWH IRU (GXFDWLRQ DQG 6FLHQFH Y 7DPHVLGH 0HWURSROLWDQ %RURXJK 
&RXQFLO >1�77@ $& 1014 DW SDJH 1065%� &5(('1= ,QF Y *RYHUQRU-*HQHUDO >1�81@ 
1=/5 172� ,Q UH )LQGOD\ >1�85@ $& 318 DW SDJH 334� 5 (+XUVW) Y +0 &RURQHU IRU 
1RUWKHUQ 'LVWULFW /RQGRQ >2007@ 8.+/ 13� >2007@ $& 18� DW >57@).  7KH HVWDEOLVKHG 
SULQFLSOH LV WKDW WKH GHFLVLRQ-PDNHU¶V MXGJPHQW LQ VXFK FLUFXPVWDQFHV FDQ RQO\ EH 
FKDOOHQJHG RQ WKH JURXQGV RI LUUDWLRQDOLW\ (VHH DOVR 5 (.KDWXQ) Y 1HZKDP /RQGRQ 
%RURXJK &RXQFLO >2004@ (:&$ &LY 55� >2005@ 4% 37 DW >35@� 5 ()UDQFH) Y 5R\DO 
/RQGRQ %RURXJK RI .HQVLQJWRQ DQG &KHOVHD >2017@ (:&$ &LY 42�� >2017@ 1 :/5 
3206 DW >103@� DQG )OLQWVKLUH &RXQW\ &RXQFLO Y -H\HV >2018@ (:&$ &LY 108�� >2018@ 
(/5 416 DW >14@). 7KH ³%OHZHWW DSSURDFK´ LV VLPSO\ DQ DSSOLFDWLRQ RI WKLV SXEOLF ODZ 
SULQFLSOH. 

435.  $V ZH KDYH GHVFULEHG (LQ SDUDJUDSKV 147 DQG IROORZLQJ DERYH), ZKHUH D OHJDO FKDOOHQJH 
RI WKH NLQG GHVFULEHG LQ WKH SUHFHGLQJ SDUDJUDSK LV EURXJKW, WKH TXHVWLRQ ZKHWKHU WKH 
GHFLVLRQ-PDNHU KDV DFWHG LUUDWLRQDOO\, EH WKH\ D ORFDO SODQQLQJ DXWKRULW\ RU D 0LQLVWHU, 
GHPDQGV WKH LQWHQVLW\ RI UHYLHZ DSSURSULDWH IRU WKRVH SDUWLFXODU FLUFXPVWDQFHV. 

7KH *URXQGV� ,QWURGXFWLRQ 

436.  :H VHW RXW WKH JURXQGV DERYH (VHH SDUDJUDSK 376).   

437.  7KH +LOOLQJGRQ &ODLPDQWV VRXJKW WR DGYDQFH WKHLU FDVH RQ WKHVH LVVXHV LQ FRQVLGHUDEOH 
GHWDLO. /DUJH SDUWV RI WKH H[WHQVLYH ZLWQHVV VWDWHPHQWV ILOHG RQ WKHLU EHKDOI FRQWDLQ 
GHWDLOHG FULWLFLVP RI WKH $R6. 7KH 6HFUHWDU\ RI 6WDWH UHVSRQGHG LQ NLQG, LQ DERXW 250 
SDJHV RI ZLWQHVV VWDWHPHQWV. 7KHUH WKHQ IROORZHG IXUWKHU H[FKDQJHV RI ZLWQHVV 
VWDWHPHQWV LQ UHSO\. %\ WKDW VWDJH, WKH SURFHVV KDG DOUHDG\ EHFRPH UHPLQLVFHQW RI D 
SODQQLQJ LQTXLU\. 0RUH ZDV WR IROORZ DW WKH KHDULQJ, LQFOXGLQJ ILYH SDJHV RI WDEOHV RQ 
EHKDOI RI WKH 6HFUHWDU\ RI 6WDWH JLYLQJ GR]HQV RI UHIHUHQFHV WR WKH HYLGHQFH, D UHVSRQVH 
RI VLPLODU PDJQLWXGH RQ EHKDOI RI WKH +LOOLQJGRQ &ODLPDQWV, DQG HYHQ GHWDLOHG ZULWWHQ 
QRWHV LQ UHSO\. 

438.  ,W PD\ EH WKDW WKH +LOOLQJGRQ &ODLPDQWV¶ GHFLVLRQ WR SURGXFH HYLGHQFH RQ WKLV VFDOH 
IURP WKH RXWVHW ZDV OLQNHG WR WKHLU VXEPLVVLRQ WKDW, ZKHUH WKH DGHTXDF\ RI DQ 
HQYLURQPHQWDO UHSRUW LV FKDOOHQJHG, LW LV WKH UROH RI WKH FRXUW, QRW VLPSO\ WR FRQVLGHU 
ODZIXOQHVV RQ FRQYHQWLRQDO :HGQHVEXU\ SULQFLSOHV, EXW WR GHFLGH IRU LWVHOI ZKHWKHU WKH 
UHSRUW ZDV RI ³VXIILFLHQW TXDOLW\´. :H KDYH ILUPO\ UHMHFWHG WKDW VXEPLVVLRQ (VHH 
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SDUDJUDSKV 401-435 DERYH)� WKH FRXUW DSSOLHV FRQYHQWLRQDO :HGQHVEXU\ SULQFLSOHV, 
WHPSHUHG E\ WKH PDUJLQ RI DSSUHFLDWLRQ DFFRUGHG WR WKH 6HFUHWDU\ RI 6WDWH EHFDXVH WKH 
LVVXHV LQYROYH MXGJPHQW, HYDOXDWLRQ DQG H[SHUW WHFKQLFDO DQDO\VLV. )XUWKHUPRUH, LW LV 
ZHOO-HVWDEOLVKHG WKDW SURFHHGLQJV IRU MXGLFLDO UHYLHZ JHQHUDOO\ GR QRW HQDEOH GLVSXWHV 
RI IDFW DQG H[SHUW RSLQLRQ WR EH UHVROYHG LQ FODLPV VXFK DV WKLV.  ,W LV QRW WKH FRXUW¶V MRE 
WR SHUIRUP D TXDOLW\ DVVXUDQFH UROH RQ WKH DGHTXDF\ RI WKH HQYLURQPHQWDO UHSRUW RU WR 
H[DPLQH WKH GHWDLOHG PDWHULDO XSRQ ZKLFK LW UHOLHV.   

43�.  ,W IROORZV WKDW LW LV QRW XVXDOO\ QHFHVVDU\, DQG LV JHQHUDOO\ LQDSSURSULDWH, IRU D FODLPDQW 
WR SURGXFH GHWDLOHG HYLGHQFH RI WKH NLQG ZH KDYH UHFHLYHG LQ WKH +LOOLQJGRQ &ODLPDQWV¶ 
FODLPV. ,Q PRVW FDVHV LW LV VXIILFLHQW WR SURGXFH WKH HQYLURQPHQWDO UHSRUW (RU, SUHIHUDEO\, 
WKH UHOHYDQW VHFWLRQV RI WKDW UHSRUW), DORQJ ZLWK DQ\ VXSSRUWLQJ PDWHULDO ZKLFK LV GLUHFWO\ 
UHOHYDQW WR WKH OHJDO FKDOOHQJH� DQG WR PDNH VXEPLVVLRQV RQ WKDW PDWHULDO DV WR ZK\ WKH 
UHSRUW IDLOV WR FRPSO\ ZLWK DUWLFOH 5 DQG $QQH[ , RI WKH 6($ 'LUHFWLYH.  ([FHSWLRQDOO\, 
LW PLJKW EH DSSURSULDWH IRU D ZLWQHVV VWDWHPHQW IURP DQ LQGHSHQGHQW H[SHUW WR EH 
SURGXFHG LQ RUGHU WR H[SODLQ D WHFKQLFDO PDWWHU ZKLFK WKH FRXUW PLJKW QRW RWKHUZLVH EH 
DEOH WR XQGHUVWDQG IURP WKH VRXUFH GRFXPHQWV, HYHQ ZLWK WKH DVVLVWDQFH RI &RXQVHO DQG 
HYHQ WKRXJK WKH FRXUW ZLOO EH FRPSULVHG RI VSHFLDOLVW MXGJHV IURP WKH 3ODQQLQJ &RXUW. 
7KDW VKRXOG RQO\ KDSSHQ ZKHUH VXFK HYLGHQFH LV QHFHVVDU\ IRU VXFK D SXUSRVH� DQG HYHQ 
WKHQ, LWV FRQWHQW VKRXOG EH QRQ-WHQGHQWLRXV DQG FRPSO\ ZLWK &35 3DUW 35 DQG ZLWK WKH 
GXWLHV RZHG E\ DQ H[SHUW WR WKH FRXUW (VHH +. (%XOJDULD) Y 6HFUHWDU\ RI 6WDWH IRU WKH 
+RPH 'HSDUWPHQW >2016@ (:+& 857 ($GPLQ)). 

440.  ,W IROORZV IURP RXU FRQFOXVLRQV LQ UHJDUG WR WKH DSSURSULDWH DSSURDFK WR VXFK FKDOOHQJHV 
WKDW ZH KDYH UHVLVWHG EHLQJ GUDZQ LQWR D GHWDLOHG H[DPLQDWLRQ RI WKH YDULRXV HYLGHQWLDO 
UHIHUHQFHV ZH KDYH EHHQ JLYHQ.   2XU SHUXVDO RI WKH PDWHULDO EHIRUH WKH FRXUW LQGLFDWHV 
WKDW WKDW ZRXOG EH XQQHFHVVDU\ DV ZHOO DV LQDSSURSULDWH. 

441.  6XIILFLHQW EDFNJURXQG IRU WKH SXUSRVHV RI WKLV JURXQG FDQ EH IRXQG LQ WKH HYLGHQFH RI 
0V 8UVXOD 6WHYHQVRQ, ZKR OHDGV :63¶V 6($ WHDP LQ WKH 8.. $V ZH KDYH VDLG, WKH 
6($ SURFHVV LV LWVHOI LWHUDWLYH, DQG PD\ DOVR IRUP SDUW RI D ODUJHU LWHUDWLYH SURFHVV. 0V 
6WHYHQVRQ H[SODLQV KRZ WKH $R6 DQG 6($ IRU WKH $136 GUHZ XSRQ WKH YDVW DPRXQW RI 
ZRUN ZKLFK KDG DOUHDG\ EHHQ FDUULHG RXW E\ RU RQ EHKDOI RI WKH $& (6WHYHQVRQ 1, 
SDUDJUDSKV 2.1-2.24). 7KDW LQFOXGHG D TXDOLW\ DVVXUDQFH UHYLHZ RI WKDW PDWHULDO, DQG 
³JDS DQDO\VLV´ WR LGHQWLI\ DQ\ IXUWKHU ZRUN UHTXLUHG LQ RUGHU WR FRPSO\ ZLWK WKH 6($ 
'LUHFWLYH. 2QH RI WKH JDSV LGHQWLILHG ZDV ³HVWDEOLVKLQJ WKH UHODWLRQVKLS ZLWK WKH RWKHU 
SODQV, SURJUDPPHV DQG HQYLURQPHQWDO REMHFWLYHV´ (SDUDJUDSK 2.7). :63 UHOLHG XSRQ D 
ODUJH WHDP RI LQGHSHQGHQW HQYLURQPHQWDO DQG SODQQLQJ VSHFLDOLVWV (SDUDJUDSK 1.6).  
7KURXJKRXW WKH 6($ SURFHVV, LQSXWV ZHUH SURYLGHG E\ WKH &URVV-*RYHUQPHQW 6WHHULQJ 
*URXS, ZKLFK LQFOXGHG UHSUHVHQWDWLYHV RI 1DWXUDO (QJODQG DQG WKH (QYLURQPHQW 
$JHQF\ (SDUDJUDSK 2.25). 7KH 6($ WHDP FKHFNHG WKH DSSURDFK WDNHQ LQ WKH $136 
DJDLQVW $R6V SURGXFHG IRU RWKHU 136V, LQFOXGLQJ WKRVH GHDOLQJ ZLWK WKH GHOLYHU\ RI 
VLWH-VSHFLILF LQIUDVWUXFWXUH, VR DV WR HQVXUH FRQVLVWHQF\ ZLWK H[LVWLQJ JRRG SUDFWLFH 
(SDUDJUDSK 1.26). $ VFRSLQJ H[HUFLVH ZDV FDUULHG RXW, ZKLFK LQFOXGHG FRQVXOWDWLRQ ZLWK 
WKH ERGLHV LGHQWLILHG XQGHU DUWLFOH 6(3). ,W LGHQWLILHG WKH LQIRUPDWLRQ WKDW ZRXOG EH UHOLHG 
XSRQ LQ WKH $R6, LQFOXGLQJ DVVHVVPHQWV FDUULHG RXW E\ WKH $& (H.J. RQ QRLVH HIIHFWV) 
DQG WKH DSSUDLVDO PHWKRGRORJ\ (SDUDJUDSKV 2.27-2.30). :63 DOVR HQJDJHG &OHDU/HDG 
&RQVXOWLQJ, ZKLFK KDV FRQVLGHUDEOH H[SHULHQFH LQ 6($, WR SURYLGH LQGHSHQGHQW SHHU 
UHYLHZV RI WKH ZRUN XQGHUWDNHQ IRU WKH $R6 (7UDQVFULSW, 'D\ 4 SDJHV 178-17�). 
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442.  7KDW SURYLGHV WKH EDFNJURXQG WR WKH ILYH VXE-JURXQGV UHOLHG XSRQ E\ WKH +LOOLQJGRQ 
&ODLPDQWV.  

*URXQG �.1� 5HODWLRQVKLS ZLWK RWKHU SODQV 

443.  7KH FRPELQHG HIIHFW RI DUWLFOH 5(1) DQG (2) DQG $QQH[ , RI WKH 6($ 'LUHFWLYH ZDV WKDW 
WKH HQYLURQPHQWDO UHSRUW VKRXOG (L.H. PXVW) FRQWDLQ WKH LQIRUPDWLRQ WKDW WKH 6HFUHWDU\ 
RI 6WDWH MXGJHG WR EH UHDVRQDEO\ UHTXLUHG LQ UHODWLRQ WR� 

³DQ RXWOLQH RI WKH FRQWHQWV, PDLQ REMHFWLYHV RI WKH SODQ RU 
SURJUDPPH DQG UHODWLRQVKLS ZLWK RWKHU UHOHYDQW SODQV DQG 
SURJUDPPHV´. 

444.  $V *URXQG �.1, 0U 3OHPLQJ VXEPLWWHG WKDW WKH $R6 IDLOHG WR DGGUHVV WKH ³UHODWLRQVKLS´ 
RI WKH $136 ZLWK RWKHU UHOHYDQW SODQV, LQ SDUWLFXODU WKH ORFDO SODQV IRU D QXPEHU RI 
DUHDV WKH SODQQLQJ DQG HQYLURQPHQW RI ZKLFK ZRXOG OLNHO\ EH VLJQLILFDQWO\ DIIHFWHG E\ 
WKH H[SDQVLRQ RI DLUSRUW FDSDFLW\ DW +HDWKURZ. +H DOVR VXEPLWWHG WKDW WKH UHODWLRQVKLS 
RI WKH $136 ZLWK WKH QDWLRQDO $43 DQG WKH /RQGRQ (QYLURQPHQW 6WUDWHJ\, LQFOXGLQJ 
WKH 8/(=, ZDV QRW DGGUHVVHG. 

445.  $W RQH SRLQW LQ WKHLU RULJLQDO 6WDWHPHQW RI )DFWV DQG *URXQGV, WKH +LOOLQJGRQ &ODLPDQWV 
DOOHJHG WKDW WKH ORFDO DXWKRULWLHV¶ UHOHYDQW SODQV DQG SURJUDPPHV ZHUH QRW LGHQWLILHG DW 
DOO (SDUDJUDSKV 321-322). 7KDW ZDV UHSHDWHG LQ WKH $PHQGHG 6WDWHPHQW RI )DFWV DQG 
*URXQGV (H.J. SDUDJUDSKV 100 DQG 107). +RZHYHU, WKDW SRLQW ZDV HIIHFWLYHO\ UHIXWHG E\ 
WKH 6HFUHWDU\ RI 6WDWH� DQG LV QR ORQJHU SXUVXHG. ,QVWHDG, 0U 3OHPLQJ PDGH D PRUH 
GHWDLOHG DWWDFN RQ WKH H[WHQW RI WKH FRYHUDJH RI ORFDO SODQV LQ WKH $R6. 

446.  7DNLQJ +LOOLQJGRQ DV DQ H[DPSOH, LW LV SRLQWHG RXW WKDW WKH ERURXJK OLHV ZLWKLQ WKH 
0HWURSROLWDQ *UHHQ %HOW. ,W DOUHDG\ IDFHV JUHDW FKDOOHQJHV LQ DFFRPPRGDWLQJ 
SUHYLRXVO\ LGHQWLILHG QHHGV IRU DGGLWLRQDO KRXVLQJ DQG HPSOR\PHQW GHYHORSPHQW. ,W 
DOVR KDV D VHULRXV VKRUWDJH RI SXEOLF RSHQ VSDFH. 7KH 1:5 6FKHPH ZRXOG KDYH ERWK 
GLUHFW DQG FRQVHTXHQWLDO LPSDFWV. ,W ZRXOG UHVXOW LQ (H.J.) WKH GLUHFW ORVV RI DERXW 1,000 
KRPHV DQG DUHDV RI RSHQ VSDFH. ,W ZRXOG DOVR JHQHUDWH D VXEVWDQWLDO LQFUHDVH LQ 
HPSOR\PHQW ERWK RQ-VLWH DQG RII-VLWH, DQG D FRQVHTXHQWLDO LQFUHDVH LQ WKH QXPEHU RI 
KRPHV QHHGLQJ WR EH SURYLGHG (WRJHWKHU ZLWK HGXFDWLRQDO DQG FRPPXQLW\ IDFLOLWLHV), 
DQG ZRXOG FRQVHTXHQWO\ H[DFHUEDWH WKH H[LVWLQJ GHILFLHQFLHV LQ WKH SURYLVLRQ RI RSHQ 
VSDFH. 0U 3OHPLQJ UHIHUUHG WR HVWLPDWHV WKDW LQ WKH RUGHU RI 114,000 QHZ MREV ZRXOG 
EH FUHDWHG DQG EHWZHHQ 42,400 DQG 6�,300 DGGLWLRQDO KRPHV ZRXOG EH UHTXLUHG LQ WKH 
SHULRG XS WR 2030. +H UHOLHV RQ WKH PRUH GHWDLOHG H[SODQDWLRQ RI VXFK PDWWHUV LQ WKH 
ZLWQHVV VWDWHPHQWV RI ,DQ 7K\QQH, D 6SHFLDOLVW 7HDP /HDGHU DW +LOOLQJGRQ UHVSRQVLEOH 
IRU (DPRQJVW RWKHU WKLQJV) 6($ ZRUN. 6LPLODU SUREOHPV DUH IDFHG E\ QHLJKERXULQJ 
ERURXJKV. 

447.  0U 3OHPLQJ VXEPLWWHG WKDW WKH 1:5 6FKHPH ZRXOG DOVR KDYH YHU\ VHULRXV LPSDFWV RQ 
H[LVWLQJ GHYHORSPHQW SODQV DQG RQ SODQ-PDNLQJ E\ +LOOLQJGRQ DQG RWKHU DIIHFWHG ORFDO 
DXWKRULWLHV QRZ DQG LQ WKH IXWXUH. )RU H[DPSOH, H[LVWLQJ DOORFDWLRQV LQ ORFDO SODQV ZRXOG 
KDYH WR EH GHOHWHG DQG DWWHPSWV PDGH WR DOORFDWH VXEVWDQWLDO DUHDV RI DGGLWLRQDO 
GHYHORSPHQW ODQG, ZKLFK ZRXOG EH YHU\ GLIILFXOW LQ YLHZ RI JUHHQ EHOW DQG RWKHU 
HQYLURQPHQWDO FRQVWUDLQWV. +H SRLQWV WR D SRVVLEOH QHHG WR LQFUHDVH WKH KRXVHEXLOGLQJ 
UHTXLUHPHQWV IRU LQGLYLGXDO DXWKRULWLHV E\ 50-100%. 
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448.  0U 3OHPLQJ VXEPLWWHG WKDW WKH $R6 GRFXPHQWDWLRQ KDG EHHQ LQDGHTXDWH LQ WKDW WKH 
SRWHQWLDO LPSDFWV IRU ORFDO DQG RWKHU SODQV KDG EHHQ DGGUHVVHG RQ D FXPXODWLYH EDVLV 
DQG QRW LQGLYLGXDOO\. +H VDLG WKDW WKH QDWXUH DQG H[WHQW RI WKH LPSDFWV ZRXOG YDU\ IURP 
RQH DXWKRULW\ WR DQRWKHU. )XUWKHUPRUH, LW ZDV LQVXIILFLHQW VLPSO\ IRU LPSDFWV WR EH 
LGHQWLILHG. 7KH $R6 VKRXOG DOVR KDYH DGGUHVVHG WKH FRQVHTXHQFHV IRU LQGLYLGXDO ORFDO 
DXWKRULW\ DUHDV DQG KRZ WKH\ VKRXOG EH WDFNOHG. 7KHUH VKRXOG KDYH EHHQ VRPH 
FRQVLGHUDWLRQ RI VXFK PDWWHUV DV KRZ FRQVHTXHQWLDO JURZWK FRXOG EH DFFRPPRGDWHG LQ 
HDFK DUHD, DQG ZKLFK RSWLRQ EHVW DGGUHVVHV WKDW LVVXH. ,Q RWKHU ZRUGV, WKH $R6 VKRXOG 
KDYH FRQVLGHUHG WKH GLVWULEXWLRQ RI JURZWK LQ GHYHORSPHQW DQG RWKHU FRQVHTXHQWLDO 
QHHGV DV EHWZHHQ GLIIHUHQW ORFDO DXWKRULW\ DUHDV. 

44�.  +RZHYHU, ZH DUH XQSHUVXDGHG E\ WKHVH VXEPLVVLRQV. 

450.  ,W VKRXOG EH QRWHG WKDW WKH OHJDO UHTXLUHPHQW LQ SDUDJUDSK (D) RI $QQH[ , LV IRU WKH 
UHODWLRQVKLS ZLWK UHOHYDQW SODQV WR EH GHDOW ZLWK ³LQ RXWOLQH´. )XUWKHUPRUH, WKH 
WUHDWPHQW RI WKDW VXEMHFW LV LQIOXHQFHG E\ WKH SRVLWLRQ RFFXSLHG E\ WKH $136 LQ WKH 
RYHUDOO GHFLVLRQ-PDNLQJ SURFHVV. 

451.  6HFWLRQ 2.4 DQG 7DEOH 5.2 RI WKH 6FRSLQJ 5HSRUW IRU WKH $136 (0DUFK 2016) VWDWHG WKDW 
WKH ORFDO SODQV ZRXOG EH FRQVLGHUHG LQ WHUPV RI FXPXODWLYH HIIHFWV, DORQJ ZLWK RWKHU 
136V DQG RWKHU PDMRU SURSRVDOV.   

452.  7KDW LV UHIOHFWHG LQ 7DEOH 6.5 RI WKH $R6 LWVHOI, ZKLFK GHVFULEHV SRWHQWLDO FXPXODWLYH 
HIIHFWV LQ UHODWLRQ WR WKH LGHQWLILHG ORFDO SODQV, LQFOXGLQJ WKRVH RI WKH +LOOLQJGRQ 
&ODLPDQW %RURXJKV. ,W ZDV H[SUHVVO\ UHFRJQLVHG WKDW WKRVH ORFDO SODQV ZRXOG KDYH 
SODQQHG IRU UHVLGHQWLDO, FRPPHUFLDO DQG LQIUDVWUXFWXUH GHYHORSPHQW DQG WKDW DQ LQFUHDVH 
LQ DLUSRUW FDSDFLW\ ZRXOG KDYH FXPXODWLYH HIIHFWV ZLWK WKDW GHYHORSPHQW. 7KH $R6 
VWDWHG WKDW� 

³$ GHWDLOHG FRQVLGHUDWLRQ RI WKH SRWHQWLDO IRU FXPXODWLYH HIIHFWV 
DULVLQJ ZRXOG QHHG WR EH XQGHUWDNHQ DV SDUW RI DQ (,$.´ 

7KH GRFXPHQW WKHQ OLVWHG SRWHQWLDO HIIHFWV WKDW QHHGHG WR EH DGGUHVVHG, LQFOXGLQJ WKH 
UHGXFWLRQ LQ ODQG DYDLODEOH ZLWKLQ SODQ DUHDV IRU GHYHORSPHQW IRU RWKHU XVHV, ORVV RI 
JUHHQILHOG ODQG, DQG QRLVH DQG DLU TXDOLW\ LPSDFWV IURP DLUFUDIW DQG IURP DGGLWLRQDO 
UHVLGHQWLDO, FRPPHUFLDO RU LQIUDVWUXFWXUH GHYHORSPHQW. 7KH DSSUDLVDO H[SOLFLWO\ 
UHFRJQLVHG WKH LQFUHDVLQJ GLIILFXOW\ RI LGHQWLI\LQJ VXLWDEOH ODQG IRU GHYHORSPHQW IDFHG 
E\ PDQ\ ORFDO DXWKRULWLHV, SDUWLFXODUO\ DURXQG +HDWKURZ, ZKHUH ODQG DYDLODELOLW\ LV 
³KLJKO\ FRQVWUDLQHG´. 

453.  7KH RXWFRPH RI YDULRXV DVVHVVPHQWV ZDV XOWLPDWHO\ EURXJKW WRJHWKHU LQ SDUDJUDSK 3.53 
RI WKH $136� 

³7KH >$R6@ LGHQWLILHV WKDW, LQ DGGLWLRQ WR FKDQJHV GXH WR ORFDO 
QRLVH DQG DLU TXDOLW\ LPSDFWV, FRPPXQLWLHV PD\ EH DIIHFWHG E\ 
DLUSRUW H[SDQVLRQ WKURXJK ORVV RI, DQG/RU DGGLWLRQDO GHPDQG IRU 
KRXVLQJ, FRPPXQLW\ IDFLOLWLHV RU VHUYLFHV, LQFOXGLQJ UHFUHDWLRQDO 
IDFLOLWLHV. ,Q DGGLWLRQ, WKHUH ZLOO EH HIIHFWV RQ SDUNV, RSHQ VSDFHV 
DQG WKH KLVWRULF HQYLURQPHQW, ZKLFK ZLOO DIIHFW WKH TXDOLW\ RI OLIH 
RI ORFDO FRPPXQLWLHV ZKLFK EHQHILW IURP DFFHVV WR WKHVH 
IDFLOLWLHV DQG IHDWXUHV. These effects will be of a higher 
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magnitude for the two Heathrow expansion schemes and a lower 
magnitude for Gatwick [2R Scheme].  2YHUDOO, HDFK RI WKH WKUHH 
VFKHPHV LV H[SHFWHG WR KDYH QHJDWLYH LPSDFWV RQ ORFDO 
FRPPXQLWLHV, ZLWK PRUH VHYHUH LPSDFWV H[SHFWHG IURP WKH 
+HDWKURZ VFKHPHV. ,PSDFWV RI DOO WKUHH VFKHPHV ZLOO QRW EH IHOW 
HTXDOO\ DFURVV VRFLDO JURXSV. (TXDOLW\ LPSDFWV DUH VHW RXW LQ 
FKDSWHU IRXU.´ (HPSKDVLV DGGHG) 

7KXV, DOWKRXJK LQGLYLGXDO HIIHFWV RQ ORFDO DXWKRULW\ DUHDV ZHUH QRW VHSDUDWHO\ LGHQWLILHG, 
WKH FXPXODWLYH HIIHFWV RI VXFK PDWWHUV DV DGGLWLRQDO GHPDQG IRU KRXVLQJ DQG FRPPXQLW\ 
IDFLOLWLHV, WRJHWKHU ZLWK LPSDFWV RQ RSHQ VSDFHV, ZHUH ZHLJKHG LQ WKH EDODQFH� DQG WKH\ 
ZHUH DVVHVVHG DV FRXQWLQJ PRUH VHYHUHO\ DJDLQVW WKH +HDWKURZ VFKHPHV WKDQ WKH 
*DWZLFN 25 6FKHPH.  

454.  :H GR QRW GHULYH DQ\ DVVLVWDQFH RQ WKH LQWHUSUHWDWLRQ RI SDUDJUDSK (D) RI $QQH[ , WR WKH 
6($ 'LUHFWLYH IURP WKH DWWHPSW E\ 0U 3OHPLQJ LQ KLV UHSO\ WR VXJJHVW WKDW FXPXODWLYH 
HIIHFWV DUH GHDOW ZLWK LQ SDUDJUDSK (I) RI $QQH[ , (VHH WKH IRRWQRWH WR WKDW SDUDJUDSK 
GHILQLQJ ³OLNHO\ VLJQLILFDQW HIIHFWV´ RQ WKH HQYLURQPHQW). ,Q RXU YLHZ, LW FDQQRW EH 
LQIHUUHG IURP WKH UHIHUHQFH WR FXPXODWLYH HIIHFWV LQ SDUDJUDSK (I) WKDW HIIHFWV FDQQRW EH 
FRQVLGHUHG FXPXODWLYHO\ XQGHU SDUDJUDSK (D). $V KLV 1RWH LQ 5HSO\ DFFHSWV, SDUDJUDSK 
(I) LV D separate GHVFULSWLRQ RI WKH LQIRUPDWLRQ ZKLFK VKRXOG EH LQFOXGHG LQ DQ 
HQYLURQPHQWDO UHSRUW. ,Q RXU MXGJPHQW, WKH DEVHQFH RI D UHIHUHQFH WR ³FXPXODWLYH 
HIIHFWV´ LQ SDUDJUDSK (D) GRHV QRW PHDQ WKDW DQ HQYLURQPHQWDO UHSRUW FDQQRW GHDO ZLWK 
WKH UHODWLRQVKLS ZLWK D JURXS RI RWKHU SODQV LQ WHUPV RI ³FXPXODWLYH HIIHFWV´ UDWKHU WKDQ 
DV LPSDFWV RQ LQGLYLGXDO SODQV.   

455.  0U 0DXULFL VXEPLWWHG WKDW WKH DSSURDFK WDNHQ RI DVVHVVLQJ FXPXODWLYH HIIHFWV RQ ORFDO 
SODQV LV LQ OLQH ZLWK WKDW SUHYLRXVO\ DGRSWHG IRU RWKHU 136V, H.J. WKH 1XFOHDU (QHUJ\ 
136 (7UDQVFULSW, 'D\ 5 SDJH 12). 0V 6WHYHQVRQ H[SODLQV WKDW LW ZRXOG QRW KDYH EHHQ 
DSSURSULDWH LQ WKH 6($ WR DQDO\VH WKH HIIHFWV RI WKH GUDIW $136 RQ WKH SROLFLHV RI 
LQGLYLGXDO ORFDO SODQV DQG WKDW HYHQ LI WKDW DSSURDFK KDG EHHQ IROORZHG, WKH $SSUDLVDO 
)UDPHZRUN ZRXOG QRW KDYH FKDQJHG (6WHYHQVRQ 1, SDUDJUDSKV 3.44-3.53). 7KH SROLF\ 
DQG HQYLURQPHQWDO HIIHFWV UDLVHG E\ WKH +LOOLQJGRQ &ODLPDQW %RURXJKV ZHUH WDNHQ LQWR 
DFFRXQW LQ WKH $R6, EXW ZLWKRXW DWWULEXWLQJ WKRVH HIIHFWV WR LQGLYLGXDO ORFDO DXWKRULW\ 
DUHDV. 7KLV DVVHVVPHQW UHIOHFWHG ORFDO FRQVWUDLQWV� DQG WKH HIIHFWV ZHUH WUHDWHG DV EHLQJ 
QHJDWLYH LQ PDQ\ LQVWDQFHV (6WHYHQVRQ 1, SDUDJUDSKV 3.54-3.55). 

456.  *RRG 6($ SUDFWLFH WDNHV LQWR DFFRXQW WKH ³UHODWLRQVKLS´ ZLWK ORFDO SODQV E\ HQVXULQJ 
WKDW WKH\ LQIRUP WKH GHYHORSPHQW RI WKH 6($¶V REMHFWLYHV LQ WKH $SSUDLVDO )UDPHZRUN 
(6WHYHQVRQ 1, SDUDJUDSK 3.25). 2EMHFWLYHV 1, 2 DQG 3 RI WKH )UDPHZRUN LQ WKLV FDVH 
UHIOHFWHG FRQFHUQV UDLVHG LQ WKH +LOOLQJGRQ &ODLPDQW %RURXJKV¶ VXEPLVVLRQV (VHH 7DEOH 
4.2 RI WKH $R6). 

457.  7KH FRXUW ZDV UHIHUUHG LQ 0V 6WHYHQVRQ¶V HYLGHQFH� DQG, LQ D WDEOH RI NH\ SRLQWV 
VXEPLWWHG E\ 0U 0DXULFL, WR D ODUJH QXPEHU RI UHIHUHQFHV ZKHUH PDWWHUV VXFK DV ORVV 
RI KRXVLQJ, VFKRROV DQG FRPPXQLW\ IDFLOLWLHV, DORQJ ZLWK LQFUHDVHG GHPDQG IRU VXFK 
GHYHORSPHQW DQG IDFLOLWLHV, KDYH EHHQ DGGUHVVHG DW D VWUDWHJLF OHYHO. )RU H[DPSOH, WKH 
$R6 VWDWHV WKDW WKH 1:5 6FKHPH LV OLNHO\ WR JHQHUDWH D GHPDQG IRU 300 WR 500 
DGGLWLRQDO KRPHV SHU ORFDO DXWKRULW\ SHU \HDU DV ZHOO DV VXSSRUW IURP DGGLWLRQDO VFKRROV, 
WZR DGGLWLRQDO KHDOWK FHQWUHV DQG WZR SULPDU\ FDUH FHQWUHV SHU ORFDO DXWKRULW\ WR 2030.  
7KH $R6 PDNHV WKH MXGJPHQW WKDW RYHUDOO LPSDFWV RQ KRXVLQJ GHPDQG ZLOO DIIHFW ORFDO 
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DXWKRULWLHV DFURVV /RQGRQ DQG WKH 6RXWK (DVW DQG WKDW WKH GHPDQG ZLOO VSUHDG DQG EH 
ORZ LQ FRPSDULVRQ WR H[LVWLQJ SODQQHG KRXVLQJ. 7KRVH HIIHFWV ZHUH DVVHVVHG DV EHLQJ 
QHJDWLYH LQ UHODWLRQ WR WKH 1:5 6FKHPH (VHH SDUDJUDSK 1.12.2 RI $SSHQGL[ $ WR WKH 
$R6). 

458.  6R, LW LV SODLQ WKDW FRQVHTXHQFHV RI WKLV NLQG (DQG QRW MXVW LPSDFWV) have EHHQ DVVHVVHG 
IRU WKH 1:5 6FKHPH, DOEHLW RQ D FXPXODWLYH EDVLV. (VVHQWLDOO\, WKH +LOOLQJGRQ 
&ODLPDQW %RURXJKV¶ FRPSODLQW LV OLPLWHG WR WKRVH FRQVHTXHQFHV QRW KDYLQJ EHHQ 
DVVHVVHG LQGLYLGXDOO\ IRU HDFK ORFDO DXWKRULW\ DUHD DQG WKH DQDO\VLV KDYLQJ EHHQ FDUULHG 
RXW RQO\ DW D ³KLJK OHYHO´. %\ WKH HQG RI WKH DUJXPHQW, LW KDG WKHUHIRUH EHFRPH FOHDU 
WKDW WKLV ZDV D FKDOOHQJH VROHO\ WR TXDOLWDWLYH DVSHFWV RI WKH DVVHVVPHQW. 

45�.  ,Q UHODWLRQ WR WKH /RQGRQ (QYLURQPHQW 6WUDWHJ\, 8/(= DQG WKH $43, ZH DFFHSW 0U 
0DXULFL¶V VXEPLVVLRQ WKDW WKH\ ZHUH DGGUHVVHG GXULQJ WKH 6($ SURFHVV LQ D QXPEHU RI 
SODFHV, H.J. LQ VHFWLRQ 8.10 RI $SSHQGL[ $ WR WKH $R6 DQG LQ WKH :63 2FWREHU 2017 
$4 5H-DQDO\VLV WR ZKLFK WKH $R6 FURVV-UHIHUV. 

460.  +DYLQJ EHHQ WDNHQ WKURXJK WKH UHOHYDQW PDWHULDO DW VRPH OHQJWK, ZH DUH ILUPO\ RI WKH 
YLHZ WKDW WKHUH LV QR PHULW LQ WKLV FRPSODLQW. 7KH UHOHYDQW SODQV KDYH QRW EHHQ LJQRUHG, 
DQG WKH UHODWLRQVKLS ZLWK WKHVH SODQV KDV EHHQ DGGUHVVHG. 7KH REOLJDWLRQ WR GR VR ZDV 
³LQ RXWOLQH´ RQO\. 7KHUH LV QR GLVSXWH DERXW WKH IDFW WKDW WKH $R6 KDV DGGUHVVHG LPSDFWV 
FXPXODWLYHO\. ,Q RXU MXGJPHQW, WKH VDPH LV DOVR WUXH DV UHJDUGV WKH FRQVHTXHQFHV RI 
WKRVH LPSDFWV. ,W ZDV D PDWWHU IRU WKH MXGJPHQW RI WKH 6HFUHWDU\ RI 6WDWH DV WR KRZ IDU 
WKH DQDO\VLV VKRXOG EH WDNHQ. :H UHMHFW WKH FRQWHQWLRQ WKDW WKH GHFLVLRQ QRW WR DQDO\VH 
WKHVH PDWWHUV LQ WKH $R6 DW WKH OHYHO RI HDFK ORFDO DXWKRULW\ DUHD LV RSHQ WR FKDOOHQJH.  

461.  ,QHYLWDEO\, WKH $R6 H[HUFLVH LQYROYHG WKH PDNLQJ RI D VHULHV RI MXGJPHQWV DV WR KRZ IDU 
WKH DQDO\VLV VKRXOG JR LQ WKH 6($ SURFHVV IRU WKH $136 DQG DW ZKDW SRLQW PDWWHUV 
VKRXOG EH OHIW WR (,$ DW WKH '&2 VWDJH, KDYLQJ UHJDUG WR DUWLFOH 5(3) RI WKH 6($ 
'LUHFWLYH. 7KH MXGJPHQWV UHDFKHG E\ WKH 6HFUHWDU\ RI 6WDWH GLG QRW LQYROYH DQ\ IDLOXUH 
WR FRPSO\ ZLWK WKH H[SOLFLW UHTXLUHPHQW RI WKH 6($ 'LUHFWLYH WR SURYLGH DQ RXWOLQH RI 
WKH UHODWLRQVKLS ZLWK RWKHU SODQV. 1RU ZHUH DQ\ RI WKRVH MXGJPHQWV LUUDWLRQDO DV UHJDUGV 
WKH FRQWHQW DQG OHYHO RI GHWDLO RI WKH FRYHUDJH E\ WKH $R6. 

462.  +RZHYHU, HYHQ LI ZH KDG DFFHSWHG 0U 3OHPLQJ¶V VXEPLVVLRQV LQ UHODWLRQ WR WKH QDWXUH 
RI UHYLHZ RI WKH DGHTXDF\ RI DQ HQYLURQPHQWDO UHSRUW, ZH ZRXOG KDYH FRQFOXGHG WKDW 
WKH ³TXDOLW\´ RI WKH $R6 GLG QRW IDLO WR FRPSO\ ZLWK SDUD (D) RI $QQH[ , RI WKH 'LUHFWLYH.  

463.  8OWLPDWHO\, DV DFFHSWHG E\ WKH 6HFUHWDU\ RI 6WDWH LQ WKH KHDULQJ EHIRUH XV, WKH LVVXHV 
UDLVHG E\ WKH +LOOLQJGRQ &ODLPDQW %RURXJKV, QDPHO\ WKH FRQVHTXHQFHV RI WKH 1:5 
6FKHPH IRU WKH DUHDV RI LQGLYLGXDO ORFDO DXWKRULWLHV, WDNLQJ LQWR DFFRXQW HQYLURQPHQWDO 
DQG SODQQLQJ FRQVWUDLQWV DQG WKH VFRSH IRU GLVWULEXWLQJ DGGLWLRQDO GHYHORSPHQW DFURVV D 
QXPEHU RI DUHDV, ZLOO UHPDLQ WR EH FRQVLGHUHG LQ WKH (,$ DFFRPSDQ\LQJ DQ\ DSSOLFDWLRQ 
IRU GHYHORSPHQW FRQVHQW DQG WKH H[DPLQDWLRQ RI WKDW DSSOLFDWLRQ WKURXJK WKH '&2 
SURFHVV. ,W IROORZV WKDW WKH 0D\RU DQG ORFDO SODQQLQJ DXWKRULWLHV ZLOO EH DEOH WR PDNH 
UHSUHVHQWDWLRQV LQ WKDW SURFHVV DERXW KDUPIXO LPSDFWV RI WKLV QDWXUH, ERWK IRU LQGLYLGXDO 
DUHDV DQG FXPXODWLYHO\, DQG WKH ILQGLQJV DERXW WKHVH PDWWHUV ZLOO EH WDNHQ LQWR DFFRXQW 
DQG ZHLJKHG LQ WKH EDODQFH XQGHU VHFWLRQ 104(7) RI WKH 3$ 2008. 



� �
�

�

�

  

�  

 
  

 
 

 
 

�   

�

�     

  
 

   
 

  
  

   

 

 
 

�  
  

 
 

    
 

  
    

�   

 

  

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

*URXQG �.2� ,GHQWLILFDWLRQ RI (QYLURQPHQWDO &KDUDFWHULVWLFV RI $IIHFWHG $UHDV 

464.  3DUDJUDSK (F) RI $QQH[ , WR WKH 6($ 'LUHFWLYH UHTXLUHV WKH HQYLURQPHQWDO UHSRUW WR 
FRQWDLQ LQIRUPDWLRQ RQ ³WKH HQYLURQPHQWDO FKDUDFWHULVWLFV RI DUHDV OLNHO\ WR EH 
VLJQLILFDQWO\ DIIHFWHG´ E\ WKH SODQ RU SURJUDPPH, VXEMHFW WR WKH TXDOLILFDWLRQV LQ DUWLFOH 
5 WR ZKLFK ZH KDYH DOUHDG\ UHIHUUHG. 7KXV, WKH 6HFUHWDU\ RI 6WDWH ZDV UHTXLUHG WR 
LGHQWLI\ WKRVH DUHDV ZKLFK KH MXGJHG ZRXOG EH OLNHO\ WR EH VLJQLILFDQWO\ DIIHFWHG E\, LQ 
WKH FDVH SUHVVHG LQ *URXQG �.2, QRLVH. 0U 3OHPLQJ VXEPLWWHG WKDW WKLV VWHS LV LPSRUWDQW 
EHFDXVH (L) LW VKRXOG HQDEOH D SURSHU FRPSDULVRQ WR EH PDGH EHWZHHQ DOWHUQDWLYH 
RSWLRQV, DQG (LL) LW VKRXOG HQVXUH WKDW FRPPXQLWLHV OLNHO\ WR EH DIIHFWHG VLJQLILFDQWO\ DUH 
FRQVXOWHG HIIHFWLYHO\ RQ WKH EDVLV RI DGHTXDWH LQIRUPDWLRQ. 

465.  +H VXEPLWWHG WKDW WKH QRLVH DVVHVVPHQW FDUULHG RXW LQ WKH $R6 IDLOHG WR FRPSO\ ZLWK 
SDUDJUDSK (F) RI $QQH[ , LQ WZR UHVSHFWV, QDPHO\�  

L)  WKH LQGLFDWLYH DLUFUDIW IOLJKW SDWKV ZKLFK ZHUH XVHG� DQG 

LL)  WKH XVH RI D 54G% /$HT16KRXU PHWULF UDWKHU WKDQ WKH 51G% /$HT16KRXU PHWULF XVHG LQ 
WKH *RYHUQPHQW¶V 8. $LUVSDFH 3ROLF\. :KLOVW LW LV XQQHFHVVDU\ IRU WKH 
SXUSRVHV RI WKLV MXGJPHQW WR GHVFHQG WR XOWLPDWH GHWDLO, E\ ZD\ RI H[SODQDWLRQ, 
³G%´ PHDQV ³GHFLEHOV´. /$HT LV D PHDQV RI H[SUHVVLQJ YDULDEOH QRLVH OHYHOV LQ D 
VLQJOH YDOXH HTXLYDOHQW WR D FRQWLQXRXV VRXQG OHYHO RYHU D GHILQHG PHDVXUHPHQW 
SHULRG. 7KH ³$´ ZHLJKWLQJ LV XVHG WR UHIOHFW WKH SHUFHSWLRQ RI WKH KXPDQ HDU RI 
WKH UHODWLYH ORXGQHVV RI VRXQG DW GLIIHUHQW IUHTXHQFLHV. 7KH UHIHUHQFH WR ³16 
KRXU´ LV WR WKH 16-KRXU SHULRG IURP 7DP WR 11SP. 

0U 3OHPLQJ VXEPLWWHG WKDW WKH DSSURDFK XVHG IDLOHG DGHTXDWHO\ WR GHILQH WKH H[WHQW RI 
WKH DUHDV OLNHO\ WR EH VLJQLILFDQWO\ DIIHFWHG E\ QRLVH, EHFDXVH (L) WKH LQGLFDWLYH IOLJKW 
SDWKV XVHG XQGHUVWDWH WKH JHRJUDSKLFDO H[WHQW RI WKH DUHDV ZKLFK ZLOO EH VXEMHFW WR 
RYHUIO\LQJ (0U 3OHPLQJ¶V SULPDU\ SRLQW) DQG (LL) WKH 54G% PHWULF XQGHUHVWLPDWHV WKH 
OHYHO DW ZKLFK QRLVH KDV D VLJQLILFDQW HIIHFW RQ SHRSOH DQG WKHLU DPHQLW\ (0U 3OHPLQJ¶V 
VXEVLGLDU\ SRLQW). 

466.  0U 3OHPLQJ VDLG WKDW DYLDWLRQ JHQHUDWHG QRLVH LV FHQWUDO WR WKH FRQFHUQV RI WKH 
SRSXODWLRQ UHSUHVHQWHG E\ WKH +LOOLQJGRQ &ODLPDQW %RURXJKV. +H SRLQWHG RXW WKDW, LQ 
WKH WDEOH DW SDJH 38 RI $SSHQGL[ $ WR WKH $R6, :63 SUHGLFW WKDW LQ 2040 D VHFRQG 
UXQZD\ DW *DWZLFN ZRXOG H[SRVH 21,000 SHRSOH WR QRLVH OHYHOV HTXDWLQJ WR 
54G%$HT16KRXU ZKHUHDV WKH 1:5 6FKHPH ZRXOG H[SRVH 525,600 SHRSOH WR WKDW OHYHO. 
7KLV LV IRU WKH VLPSOH UHDVRQ WKDW WKH DUHD DIIHFWHG E\ DLUFUDIW ODQGLQJ DW RU WDNLQJ RII 
IURP +HDWKURZ KDV D PXFK KLJKHU GHQVLW\ RI SRSXODWLRQ WKDQ WKH HTXLYDOHQW DUHD DW 
*DWZLFN. +H VXEPLWWHG WKDW, LI HLWKHU RU ERWK RI WKH WZR FULWLFLVPV PDGH ZHUH DFFHSWHG, 
WKHQ WKH GLVSDULW\ EHWZHHQ WKH +HDWKURZ DQG *DWZLFN VFKHPHV ZRXOG EH JUHDWHU DQG RI 
LQFUHDVHG FRQFHUQ. 

467.  3DUDJUDSK 3.50 RI WKH $136 PDNHV HVVHQWLDOO\ WKH VDPH SRLQW. (YHQ RQ WKH EDVLV RI WKH 
DVVHVVPHQW FDUULHG RXW LQ WKH $R6 XVLQJ WKH WZR DSSURDFKHV FULWLFLVHG E\ WKH +LOOLQJGRQ 
&ODLPDQWV, WKH QHJDWLYH HIIHFWV XSRQ TXDOLW\ RI OLIH, KHDOWK DQG DPHQLW\ ZHUH DVVHVVHG 
WR EH RI D JUHDWHU PDJQLWXGH IRU WKH WZR +HDWKURZ VFKHPHV FRPSDUHG WR WKH *DWZLFN 
25 6FKHPH, EHFDXVH *DWZLFN LV LQ D PRUH UXUDO ORFDWLRQ DQG IHZHU SHRSOH DUH DIIHFWHG 
E\ WKH LPSDFW WKHUH. 7KLV VHOI-HYLGHQW SRLQW KDV FOHDUO\ EHHQ WDNHQ LQWR DFFRXQW LQ WKH 
GHFLVLRQ WR GHVLJQDWH WKH $136. 
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468.  $W WKLV VWDJH, LW LV QHFHVVDU\ WR UH-HPSKDVLVH WKDW, DOWKRXJK PDQ\ SHRSOH PD\ EH 
FRQFHUQHG DERXW WKH QRLVH HIIHFWV RI DLUSRUW H[SDQVLRQ, LW LV QRW WKH IXQFWLRQ RI WKLV FRXUW 
WR EHFRPH LQYROYHG LQ WKH WHFKQLFDO PHULWV RI WKH WZR FULWLFLVPV PDGH E\ WKH +LOOLQJGRQ 
&ODLPDQW %RURXJKV LQ WKHLU FODLP. 7KH FRXUW¶V LQYROYHPHQW LV OLPLWHG WR GHFLGLQJ 
ZKHWKHU WKH\ FDQ GHPRQVWUDWH WKDW WKH 6HFUHWDU\ RI 6WDWH KDV PDGH DQ HUURU RI ODZ LQ 
UHODWLRQ WR HLWKHU RI WKRVH WZR SRLQWV. 

46�.  %HIRUH WXUQLQJ WR WKH SDUWLFXODU FULWLFLVPV RI WKH QRLVH DVVHVVPHQW LQ WKH $R6, LW LV 
KHOSIXO WR KDYH LQ PLQG FHUWDLQ UHOHYDQW SDVVDJHV LQ WKH $136, SDUWLFXODUO\ ZLWK UHJDUG 
WR UHTXLUHPHQWV IRU WKH '&2 VWDJH, DV IROORZV� 

L)  3DUDJUDSK 5.52 VHWV RXW UHTXLUHPHQWV IRU WKH QRLVH DVVHVVPHQW ZKLFK ZRXOG EH 
UHTXLUHG DV SDUW RI DQ (,$. ,W LQFOXGHV FKDQJHV LQ $70V SULRU WR WKH RSHQLQJ RI 
D WKLUG UXQZD\, DW WKH WLPH RI RSHQLQJ, ZKHQ WKH DLUSRUW LV IRUHFDVW WR UHDFK IXOO 
FDSDFLW\ DQG, LI GLIIHUHQW, DW WKH SRLQW ZKHQ WKH DLUSRUW¶V QRLVH LPSDFW LV IRUHFDVW 
WR EH  DW LWV KLJKHVW.  7KH DVVHVVPHQW PXVW  FRYHU  ³OLNHO\  VLJQLILFDQW HIIHFWV´ RI 
WKHVH SUHGLFWHG FKDQJHV RQ DQ\ QRLVH VHQVLWLYH ODQG XVHV RU DUHDV DQG PXVW DOVR 
SURYLGH QRLVH H[SRVXUH PDSV. 

LL)  7KH $136 OLVWV D QXPEHU RI QRLVH PLWLJDWLRQ PHDVXUHV ZKLFK PXVW EH DGGUHVVHG.  
7KHVH LQFOXGH SODQV IRU UXQZD\ DOWHUQDWLRQ WR SURYLGH FRPPXQLWLHV ZLWK 
SUHGLFWDEOH SHULRGV RI UHVSLWH (SDUDJUDSK 5.61) DQG D EDQ RQ VFKHGXOHG QLJKW 
IOLJKWV IRU 6ò KRXUV EHWZHHQ WKH KRXUV RI 11SP DQG 7DP (SDUDJUDSK 5.62). 

LLL)  3DUDJUDSK 5.68 VHWV RXW WKH DSSURDFK ZKLFK ZLOO EH WDNHQ WR DQ\ GHFLVLRQ RQ DQ 
DSSOLFDWLRQ IRU GHYHORSPHQW FRQVHQW�  

³'HYHORSPHQW FRQVHQW VKRXOG QRW EH JUDQWHG XQOHVV WKH 
6HFUHWDU\ RI 6WDWH LV VDWLVILHG WKDW WKH SURSRVDOV ZLOO PHHW 
WKH IROORZLQJ DLPV IRU WKH HIIHFWLYH PDQDJHPHQW DQG 
FRQWURO RI QRLVH, ZLWKLQ WKH FRQWH[W RI *RYHUQPHQW SROLF\ 
RQ VXVWDLQDEOH GHYHORSPHQW� 

�  $YRLG VLJQLILFDQW DGYHUVH LPSDFWV RQ KHDOWK DQG 
TXDOLW\ RI OLIH IURP QRLVH� 

�  0LWLJDWH DQG PLQLPLVH DGYHUVH LPSDFWV RQ KHDOWK DQG 
TXDOLW\ RI OLIH IURP QRLVH� DQG  

�  :KHUH SRVVLEOH, FRQWULEXWH WR LPSURYHPHQWV WR KHDOWK 
DQG TXDOLW\ RI OLIH.´ 

470.  7XUQLQJ WR WKH LQGLFDWLYH IOLJKW SDWKV LVVXH, SDUDJUDSK 5.50 RI WKH $136 KDV WKLV WR VD\� 

³7KH >$&¶V@ DVVHVVPHQW ZDV EDVHG RQ µLQGLFDWLYH¶ IOLJKW SDWK 
GHVLJQV, ZKLFK WKH *RYHUQPHQW FRQVLGHUV WR EH D UHDVRQDEOH 
DSSURDFK DW WKLV VWDJH LQ WKH SURFHVV.  3UHFLVH IOLJKW SDWK GHVLJQV 
FDQ RQO\ EH GHILQHG DW D ODWHU VWDJH DIWHU GHWDLOHG DLUVSDFH GHVLJQ 
ZRUN KDV WDNHQ SODFH. 7KLV ZRUN ZLOO QHHG WR FRQVLGHU WKH 
YDULRXV RSWLRQV DYDLODEOH WR HQVXUH D VDIH DQG HIILFLHQW DLUVSDFH 
ZKLFK DOVR PLWLJDWHV WKH OHYHO RI QRLVH GLVWXUEDQFH. 2QFH WKH 
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GHVLJQ ZRUN KDV EHHQ FRPSOHWHG, WKH DLUVSDFH SURSRVDO ZLOO EH 
VXEMHFW WR H[WHQVLYH FRQVXOWDWLRQ DV SDUW RI WKH VHSDUDWH DLUVSDFH 
GHFLVLRQ PDNLQJ SURFHVV HVWDEOLVKHG E\ WKH &LYLO $YLDWLRQ 
$XWKRULW\ >µ&$$¶@.´ 

471.  ,Q WKH *RYHUQPHQW¶V 5HVSRQVH WR WKH &RQVXOWDWLRQ RQ WKH $136 LW ZDV H[SODLQHG (DW 
SDUDJUDSK 7.13) WKDW WKH XVH RI WKH LQGLFDWLYH IOLJKW SDWKV IRU WKH WKUHH VFKHPHV ZDV 
FRQVLGHUHG WR EH DSSURSULDWH IRU WKH WDNLQJ RI ³NH\ VWUDWHJLF GHFLVLRQV´� 

³7KH $R6 QRLVH DVVHVVPHQW LV EDVHG RQ RQH VHW RI LQGLFDWLYH 
IOLJKW SDWKV. 7KLV LV FRQVLVWHQW ZLWK WKH DSSURDFK DGRSWHG E\ WKH 
>$&@ WR FRPSDUH WKH WKUHH H[SDQVLRQ VFKHPHV LQ LWV ILQDO UHSRUW.  
7KH SXUSRVH RI WKLV DVVHVVPHQW LV WR GUDZ RXW NH\ VWUDWHJLF 
FRQVLGHUDWLRQV UHOHYDQW WR QRLVH. ,Q OLJKW RI WKLV, WKH *RYHUQPHQW 
FRQVLGHUV WKDW WKH $R6 LV VDWLVIDFWRU\, JLYHQ WKDW DLUVSDFH GHVLJQ 
LV FXUUHQWO\ KLJKO\ XQFHUWDLQ, DQG WKH $R6 IROORZV WKH VDPH 
DSSURDFK DV WKDW XVHG E\ WKH &RPPLVVLRQ WR FRPSDUH WKH WKUHH 
H[SDQVLRQ VFKHPHV LQ LWV ILQDO UHSRUW.´ 

3DUDJUDSK 7.20 H[SODLQHG WKDW ZKLOH WKH *DWZLFN 25 6FKHPH FOHDUO\ SHUIRUPHG EHWWHU 
LQ WHUPV RI QXPEHUV RI SHRSOH VLJQLILFDQWO\ DIIHFWHG E\ DYLDWLRQ QRLVH, WKDW ZDV RQO\ 
RQH IDFWRU LQIRUPLQJ WKH 6HFUHWDU\ RI 6WDWH¶V GHFLVLRQ. :KHQ DOO EHQHILWV DQG 
GLVEHQHILWV ZHUH FRQVLGHUHG WRJHWKHU WKH 6HFUHWDU\ RI 6WDWH FRQVLGHUHG WKDW WDNHQ RYHUDOO 
WKH 1:5 6FKHPH ZRXOG GHOLYHU WKH JUHDWHVW ³QHW EHQHILWV´ WR WKH 8.. 

472.  ,Q UHODWLRQ WR WKH SURFHVV IRU WKH IXWXUH GHVLJQ RI FKDQJHV WR DLUVSDFH, WKH *RYHUQPHQW¶V 
&RQVXOWDWLRQ 5HVSRQVH VDLG WKLV (HPSKDVLV DGGHG)�  

³6.48. $LUVSDFH GHVLJQ IDOOV RXWVLGH WKH VFRSH RI WKH >$136@. 
$V VWDWHG LQ WKH >$136@, precise flight path designs can only be 
defined at a later stage after detailed airspace design work has 
taken place. 2QFH FRPSOHWHG, WKH DLUVSDFH SURSRVDO ZLOO EH 
VXEMHFW WR FRQVXOWDWLRQ ZLWK ORFDO FRPPXQLWLHV DQG UHOHYDQW 
VWDNHKROGHUV LQ OLQH ZLWK WKH UHTXLUHPHQWV RI WKH DLUVSDFH FKDQJH 
SURFHVV ZKLFK LV RZQHG E\ WKH >&$$@. 7KLV LV D YHU\ WKRURXJK 
DQG GHWDLOHG SURFHVV WKDW FRYHUV DOO DVSHFWV RI WKH SURSRVDO 
LQFOXGLQJ VDIHW\ DQG HQYLURQPHQWDO LPSDFWV. 

7.15. 3URSRVDOV WR FKDQJH WKH 8.'V DLUVSDFH GHVLJQ DUH JRYHUQHG 
E\ WKH VHSDUDWH >&$$@ DLUVSDFH FKDQJH SURFHVV, ZKLFK ZDV PDGH 
PRUH ULJRURXV IURP 2 -DQXDU\ 2018. 7KH GHVLJQ RI QHZ IOLJKW 
SDWKV LV KLJKO\ WHFKQLFDO DQG FDQ WDNH VHYHUDO \HDUV. ,W LV D 
UHTXLUHPHQW RI WKH &$$¶V DLUVSDFH FKDQJH SURFHVV WKDW WKHUH 
PXVW EH DGHTXDWH FRQVXOWDWLRQ. $LUVSDFH FKDQJH VSRQVRUV ZRXOG 
QHHG WR WDNH DFFRXQW RI WKH *RYHUQPHQW¶V QHZ SROLF\ RQ 
DSSUDLVLQJ RSWLRQV IRU DLUVSDFH GHVLJQ, VXFK DV FRQVLGHULQJ WKH 
XVH RI PXOWLSOH URXWHV. ,W LV WKHUHIRUH WKURXJK WKLV UHJXODWRU\ 
SURFHVV WKDW FRPPXQLWLHV ZLOO VHH DQG KDYH WKH RSSRUWXQLW\ WR 
FRPPHQW RQ GHWDLOHG SURSRVDOV IRU QHZ IOLJKW SDWKV ZKLFK PD\ 
DIIHFW WKHP.´  
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473.  1RW VXUSULVLQJO\, 0U 3OHPLQJ GRHV QRW FRQWHQG WKDW DFWXDO IOLJKW SDWKV VKRXOG KDYH EHHQ 
XVHG LQ WKH $R6. 6XFK IOLJKW SDWKV GR QRW H[LVW IRU DQ\ RI WKH WKUHH RSWLRQV XQGHU 
FRQVLGHUDWLRQ. ,QVWHDG, LQ KLV ZULWWHQ 1RWH LQ 5HSO\, 0U 3OHPLQJ VXEPLWWHG WKDW� 

³>,@Q WKH DEVHQFH RI DFWXDO IOLJKW SDWKV, D UHSUHVHQWDWLYH VSDWLDO 
DUHD VKRXOG KDYH EHHQ XVHG ± DQ DUHD ZLWKLQ ZKLFK LW LV OLNHO\ 
WKDW ODQGLQJV DQG WDNH RIIV FDXVLQJ QRLVH SROOXWLRQ ZLOO RFFXU. 
2QH VHW RI LQGLFDWLYH IOLJKW SDWKV, SDUWLFXODUO\ ZKHQ LW LV NQRZQ 
WKDW WKHUH ZLOO EH, KDYH WR EH, IOLJKW SDWK FKDQJHV, GRHV QRW FRYHU 
WKH µDUHDV OLNHO\ WR EH VLJQLILFDQWO\ DIIHFWHG ZLWKLQ $QQH[ , (F).¶´ 

474.  +RZHYHU, OHVW WKHUH EH DQ\ GRXEW, IRRWQRWH 1 RI WKH VDPH 1RWH LQ 5HSO\ PDNHV WKH 
+LOOLQJGRQ &ODLPDQWV FDVH FOHDU, LQ WKH IROORZLQJ WHUPV�  

³7KH &ODLPDQWV¶ FDVH LV WKDW WKHUH VKRXOG EH XVH RI ³WKH 
JHRJUDSKLFDO DUHD RYHU ZKLFK IOLJKW SDWKV may EH ORFDWHG´ ± VHH, 
IRU H[DPSOH, 6WDQEXU\ SDUDJUDSKV 11 DQG 12.´ 

&ROLQ 6WDQEXU\ LV WKH $YLDWLRQ 3URMHFW 2IILFHU IRU WKH /RQGRQ %RURXJKV RI 5LFKPRQG 
XSRQ 7KDPHV DQG :DQGVZRUWK.   

475.  ,Q RXU MXGJPHQW, LW LV SODLQ WKDW DQ DSSURDFK EDVHG RQ DUHDV RYHU ZKLFK IOLJKW SDWKV may 
EH ORFDWHG LV VXEVWDQWLDOO\ GLIIHUHQW IURP RQH EDVHG RQ DUHDV ZLWKLQ ZKLFK LW LV likely 
WKDW ODQGLQJV DQG WDNH RIIV FDXVLQJ QRLVH SROOXWLRQ ZLOO RFFXU. 7KH IRUPHU DSSURDFK 
GRHV QRW DFFRUG ZLWK WKH UHTXLUHPHQW LQ SDUDJUDSK (F) RI $QQH[ , WR LGHQWLI\ DUHDV 
³OLNHO\ WR EH VLJQLILFDQWO\ DIIHFWHG´. 0U 3OHPLQJ¶V VXEPLVVLRQ ± DQG WKH +LOOLQJGRQ 
&ODLPDQWV¶ FDVH ± EDVHG RQ WKDW DSSURDFK LV PLVFRQFHLYHG. 

476.  6R, RQ WKH PDWHULDO EHIRUH WKH FRXUW, WKHUH FDQ EH QR OHJDO REMHFWLRQ  WR WKH XVH RI  
LQGLFDWLYH IOLJKW SDWKV DV D PDWWHU RI SULQFLSOH.   

477.  0U 3OHPLQJ WKHQ VXEPLWWHG WKDW WKRVH IOLJKW SDWKV VKRXOG EH GHWHUPLQHG RQ D ³ZRUVW 
FDVH´ EDVLV LQ RUGHU WR UHVSHFW WKH SUHFDXWLRQDU\ SULQFLSOH LQ WKH 6($ 'LUHFWLYH. 
+RZHYHU, HYHQ LI WKDW ZHUH WR EH FRUUHFW, WKHUH ZRXOG VWLOO UHPDLQ WKH VDPH GLIILFXOW 
MXGJPHQW IRU H[SHUWV WR PDNH DV WR KRZ WR SUHGLFW ZKHUH VXFK IOLJKW SDWKV DUH OLNHO\ WR 
EH ORFDWHG. 6LPLODUO\, ZKDW IDFWRUV ZRXOG SURGXFH D ³ZRUVW FDVH´ DQDO\VLV, ZLWKRXW 
DUULYLQJ DW VRPHWKLQJ ZKLFK LV XQUHDOLVWLF DQG QRW WKHUHIRUH D VRXQG EDVLV IRU GHFLVLRQ-
PDNLQJ" 7R VRPH H[WHQW WKLV LV D PDWWHU RI GHJUHH. %XW LQ DQ\ HYHQW, LW LQYROYHV DQ 
HYDOXDWLYH MXGJPHQW XVLQJ SUHGLFWLYH WHFKQLTXHV DQG LV GHSHQGHQW XSRQ H[SHUW WHFKQLFDO 
RSLQLRQ. 7KLV LV D VXEMHFW WR ZKLFK WKH ³HQKDQFHG PDUJLQ RI DSSUHFLDWLRQ´ GHVFULEHG LQ 
0RWW XQGRXEWHGO\ DSSOLHV (VHH SDUDJUDSKV 143(Y) DQG 176-17� DERYH). 

478.  0U 3OHPLQJ UHOLHG RQ WKH HYLGHQFH RI 0U 6WDQEXU\. +H VDLG WKDW D VWUDWHJLF OHYHO  
DVVHVVPHQW DSSURSULDWH IRU 6($ ZRXOG EH H[SHFWHG WR FRQVLGHU ³WKH OLNHO\ ZRUVW-FDVH 
VFHQDULR´ (6WDQEXU\ 1, SDUDJUDSK 20). +H H[SUHVVHG WKH RSLQLRQ WKDW LW ZDV XQOLNHO\ 
WKDW WKH LQGLFDWLYH IOLJKW SDWKV XVHG IRU WKH $R6 ZRXOG PHHW WKDW GHVFULSWLRQ. +H DGGHG 
WKDW EHFDXVH WKH DFWXDO IOLJKW SDWKV FKRVHQ LQ WKH IXWXUH ZRXOG EH GLIIHUHQW IURP WKH 
LQGLFDWLYH YHUVLRQV, LW ZDV PRUH SUREDEOH WKDQ QRW WKDW WKH SHRSOH ZKR ZRXOG EH 
VLJQLILFDQWO\ DIIHFWHG E\ QRLVH ZRXOG QRW EH WKRVH LQGLFDWHG E\ WKRVH LQGLFDWLYH 
YHUVLRQV. :KLOVW WKDW PD\ ZHOO EH WUXH, LW GRHV QRW IROORZ IURP WKDW VWDWHPHQW WKDW WKH 
LQGLFDWLYH IOLJKW SDWKV GR QRW DGHTXDWHO\ VKRZ WKH RYHUDOO OLNHO\ numbers RI SHRSOH ZKR 
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ZRXOG EH VLJQLILFDQWO\ DIIHFWHG E\ DLUSRUW QRLVH IRU WKH SXUSRVHV RI VWUDWHJLF GHFLVLRQ-
PDNLQJ.   

47�.  0U 6WDQEXU\ DOVR VXJJHVWHG WKDW WKH 6HFUHWDU\ RI 6WDWH¶V DSSURDFK ZDV LQWHQGHG WR 
³PLQLPLVH´ WKH QXPEHUV RI SHRSOH DIIHFWHG E\ DLUFUDIW QRLVH, RU ZKDW PLJKW EH GHVFULEHG 
DV D ³EHVW FDVH´.  0U 3OHPLQJ PDGH D VXEPLVVLRQ WR VLPLODU  HIIHFW, UHO\LQJ XSRQ DQ 
HPDLO IURP WKH &$$ WR WKH 'I7 GDWHG 14 6HSWHPEHU 2017.   

480.  0U 0LFKDHO /RWLQJD, D &KDUWHUHG (QJLQHHU DQG DFRXVWLFLDQ HPSOR\HG E\ :63, 
H[SODLQHG ZK\ WKHVH SRLQWV GLG QRW IDLUO\ FKDUDFWHULVH WKH DSSURDFK WDNHQ LQ WKH $R6.  
+H VXPPDULVHG WKH EDVLV XSRQ ZKLFK WKH LQGLFDWLYH IOLJKW SDWKV KDG EHHQ GUDZQ XS. ,Q 
/RWLQJD 1, SDUDJUDSK 3.3.15, KH H[SODLQHG WKDW WKUHH GLIIHUHQW IOLJKW SDWK VWUDWHJLHV KDG 
EHHQ H[DPLQHG. 2QH VWUDWHJ\, ³0LQLPLVH 1HZ´ ZDV DLPHG DW PLQLPLVLQJ WKH QXPEHU 
RI SHRSOH QHDUE\ DIIHFWHG E\ DLUFUDIW QRLVH, E\ FRQFHQWUDWLQJ IOLJKW SDWKV RYHU DUHDV 
FXUUHQWO\ RYHUIORZQ. $QRWKHU, ³0LQLPLVH 7RWDO´ DLPHG WR PLQLPLVH WKH WRWDO QXPEHU 
RI SHRSOH DIIHFWHG E\ QRLVH E\ DYRLGLQJ WKH RYHUIO\LQJ RI WKH PRVW SRSXORXV DUHDV DQG 
FRQFHQWUDWLQJ IOLJKW SDWKV LQWR ³QRLVH SUHIHUHQWLDO URXWHV´. 7KH WKLUG VWUDWHJ\ ZDV EDVHG 
RQ WKH PD[LPLVDWLRQ RI ³UHVSLWH SHULRGV´. $ FRPSDULVRQ ZDV PDGH EHWZHHQ WKH QRLVH 
HIIHFWV RI WKH WKUHH VWUDWHJLHV. 7KH ³0LQLPLVH 7RWDO´ VWUDWHJ\, ZKLFK ZDV DGRSWHG IRU 
WKH SXUSRVHV RI WKH $R6 ZDV IRXQG WR EH QHLWKHU ZRUVW FDVH QRU EHVW FDVH, EXW O\LQJ 
EHWZHHQ WKH RWKHU WZR. 7KH ³0LQLPLVH 1HZ´ VWUDWHJ\ SURGXFHG PRUH RYHUDOO KDUP. 

481.  &OHDUO\, WKLV LV D FRPSOH[ WHFKQLFDO VXEMHFW ZKLFK LV DIIHFWHG E\ PDQ\ FRQVLGHUDWLRQV.  
)RU H[DPSOH, LW KDV WR EH ERUQH LQ PLQG WKDW QRLVH LPSDFWV DUH LQIOXHQFHG QRW RQO\ E\ 
WKH URXWHV FKRVHQ IRU PRGHOOLQJ, EXW DOVR E\ WKH FRQWUROV LPSRVHG RQ DLUFUDIW DOWLWXGH.  
7KH FRXUW ZDV UHIHUUHG WR SDUDJUDSK 3.� RI WKH 'I7¶V $LU $YLDWLRQ *XLGDQFH LVVXHG WR 
WKH &$$ $XWKRULW\ LQ 2FWREHU 2017, ZKLFK VWDWHV WKDW DW DQG DERYH 4,000 IHHW, DLUFUDIW 
DUH XQOLNHO\ WR UHVXOW LQ QRLVH H[SRVXUH DERYH 51G% /$HT16KRXU (L.H. D OHYHO ORZHU WKDQ WKH 
54G% /$HT16KRXU SDUDPHWHU XVHG LQ WKH $R6). 

482.  0U /RWLQJD VWDWHG WKDW WKH ³0LQLPLVH 7RWDO´ VWUDWHJ\ IRU LGHQWLI\LQJ LQGLFDWLYH IOLJKW 
SDWKV ZDV FRQVLGHUHG WR EH WKH PRVW UHSUHVHQWDWLYH RI WKH VWUDWHJLHV H[DPLQHG DQG D 
OLNHO\ JHQHUDO VWUDWHJ\ IRU DGRSWLRQ LQ WKH IXWXUH (/RWLQJD 1, SDUDJUDSKV 3.1�-3.20). +H 
GLG QRW DFFHSW WKDW WKH UHTXLUHPHQW RI WKH 6($ 'LUHFWLYH WR DVVHVV ³OLNHO\ VLJQLILFDQW 
HIIHFWV´ UHTXLUHG WKH DGRSWLRQ RI D PRUH SHVVLPLVWLF VWUDWHJ\ WKDQ WKH RQH VHOHFWHG. +H 
DOVR H[SODLQHG ZK\ WKH 'LUHFWLYH GLG QRW UHTXLUH D PRUH GHWDLOHG DVVHVVPHQW IRFXVLQJ 
RQ LQGLYLGXDO FRPPXQLWLHV LQ DIIHFWHG DUHDV RU RQ DUHDV (QRW \HW LGHQWLILHG) OLNHO\ WR EH 
VLJQLILFDQWO\ DIIHFWHG E\ JURZWK LQ GHYHORSPHQW (SDUDJUDSKV 3.2� WR 3.30).  

483.  ,W LV UHOHYDQW WR VHH KRZ 0U 6WDQEXU\ UHVSRQGHG WR WKLV HYLGHQFH. ,Q 6WDQEXU\ 2, 
SDUDJUDSK 11, KH LQWURGXFHG WKH QRWLRQ RI WKH JHRJUDSKLFDO DUHD ZLWKLQ ZKLFK IOLJKW 
SDWKV may EH ORFDWHG. 7KLV ZDV WKH DSSURDFK XSRQ ZKLFK 0U 3OHPLQJ UHOLHG LQ KLV 
ZULWWHQ VXEPLVVLRQV LQ UHSO\, DQG ZKLFK ZH KDYH DOUHDG\ UHMHFWHG DV IDLOLQJ WR DFFRUG 
ZLWK SDUDJUDSK (F) LQ $QQH[ , WR WKH 6($ 'LUHFWLYH. 

484.  0U 6WDQEXU\ VRXJKW WR LOOXVWUDWH WKLV DSSURDFK E\ UHO\LQJ XSRQ SODQV SURGXFHG E\ +$/ 
VKRZLQJ, KH VDLG, WKH PD[LPXP H[WHQW RI D ³ORZHVW REVHUYHG DGYHUVH HIIHFWV OHYHO´ 
(³/2$(/´). 7KLV ZDV FKRVHQ E\ +$/ IRU WKH SXUSRVHV RI GHILQLQJ DQ DUHD ZLWKLQ 
ZKLFK WR FDUU\ RXW ³HQKDQFHG FRQVXOWDWLRQ´ (6WDQEXU\, SDUDJUDSK 13). 0U 3OHPLQJ 
UHOLHG XSRQ (DPRQJVW RWKHU WKLQJV) D GRFXPHQW LVVXHG LQ -DQXDU\ 201� E\ +$/ IRU 
LQLWLDO FRQVXOWDWLRQ RQ $LUVSDFH DQG )XWXUH 2SHUDWLRQV HQWLWOHG ³+HDWKURZ¶V $LUVSDFH 
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(QYHORSHV IRU ([SDQVLRQ´. +H SRLQWHG WR WKH IDFW WKDW WKH SODQV LQ WKHVH GRFXPHQWV 
FRYHU D ZLGHU DUHD WKDQ WKDW VKRZQ RQ WKH LQGLFDWLYH IOLJKW SDWK SODQV XVHG E\ WKH 
'HIHQGDQW IRU WKH $R6. +RZHYHU, LQ RXU YLHZ, LW LV LPSRUWDQW WR QRWH WKH H[SODQDWLRQ 
JLYHQ LQ WKH GRFXPHQW. ,W VKRZV ³GHVLJQ HQYHORSHV IRU SRWHQWLDO IOLJKW SDWKV DW DQ 
H[SDQGHG +HDWKURZ´� DQG WKDW ³D GHVLJQ HQYHORSH LV D JHRJUDSKLFDO DUHD ZLWKLQ ZKLFK 
it is technically feasible WR SRVLWLRQ RQH RU PRUH IOLJKW SDWKV´.  7KH GRFXPHQW PDNHV LW 
SODLQ WKDW ³ZH ZLOO QRW VSUHDG IOLJKW SDWKV DFURVV DQ HQWLUH HQYHORSH. <RXU IHHGEDFN 
ZLOO KHOS XV WR GHWHUPLQH WKH SRVLWLRQ RI RQH RU PRUH IOLJKW SDWKV ZLWKLQ DQ HQYHORSH´.  
,Q RWKHU ZRUGV, WKLV ZDV RQH RI WKH WRROV EHLQJ XVHG LQ D GHVLJQ SURFHVV. +$/ KDG 
SUHYLRXVO\ LVVXHG FRQVXOWDWLRQ PDWHULDO RI D VLPLODU QDWXUH. $V 0U +XPSKULHV IRU +$/ 
HPSKDVLVHG, WKHVH SODQV VKRXOG QRW EH WDNHQ WR LPSO\ WKDW WKH ZKROH RI WKH DUHDV VKRZQ 
ZRXOG EH RYHUIORZQ E\ DLUFUDIW XVLQJ +HDWKURZ.   

485.  :H DJUHH WKDW WKH ³FRPSRVLWH SODQV´ SURGXFHG E\ WKH +LOOLQJGRQ &ODLPDQWV, ZKLFK 
FRPELQHG WKH YDULRXV ³GHVLJQ HQYHORSHV´ SXW IRUZDUG E\ +$/, DUH RI QR KHOS LQ 
GHWHUPLQLQJ ZKHWKHU WKH 6HFUHWDU\ RI 6WDWH¶V DSSURDFK WR LQGLFDWLYH IOLJKW SDWKV LQ WKH 
$R6 LQYROYHV DQ HUURU LQ ODZ. ,QGHHG, LW ZRXOG EH PLVOHDGLQJ WR WUHDW WKRVH HQYHORSHV 
DV LQGLFDWLQJ WKH JHRJUDSKLFDO H[WHQW RI DUHDV OLNHO\ WR EH VLJQLILFDQWO\ DIIHFWHG, ZKHWKHU 
RQ D SUHFDXWLRQDU\ RU DQ\ RWKHU EDVLV.  

486.  0U 3OHPLQJ DOVR VRXJKW WR SODFH PXFK UHOLDQFH XSRQ D VXEPLVVLRQ IURP RIILFLDOV WR WKH 
6HFUHWDU\ RI 6WDWH GDWHG 16 1RYHPEHU 2017. ,Q SDUDJUDSKV 10 DQG 11, LW ZDV QRWHG WKDW 
+$/ ZDV LQWHQGLQJ WR QRWLI\ LQGLYLGXDOV ZLWKLQ D 51G% QRLVH FRQWRXU DQG WR QRWLI\ 
FRPPXQLWLHV ZLWKLQ DUHDV ZKLFK FRXOG EH RYHUIORZQ E\ DQ DLUFUDIW IO\LQJ DW DOWLWXGHV 
EHWZHHQ 4,000 DQG 7,000IW DERXW SURSRVDOV WR DPHQG ³DLUVSDFH GHVLJQ´ LQ UHVSRQVH WR 
WKH 1:5 6FKHPH. 7KH VXEPLVVLRQV QRWHG WKDW WKLV DSSURDFK ZDV EDVHG XSRQ &$$ 
JXLGDQFH RQ DLUVSDFH GHVLJQ. ,Q SDUDJUDSK 12, RIILFLDOV H[SUHVVHG WKH YLHZ WKDW +$/ 
ZDV JRLQJ PXFK IXUWKHU WKDQ ZDV UHTXLUHG E\ &$$ ERWK DV WR FRQWHQW DQG WLPLQJ RI WKH 
FRQVXOWDWLRQ. ,W ZDV SRLQWHG RXW WKDW FRQVXOWDWLRQ RYHU VXFK D ZLGH DUHD ZRXOG LQYROYH 
SHRSOH ZKR DUH, DQG ZLOO EH, DIIHFWHG E\ DLUFUDIW IURP RWKHU DLUSRUWV (SDUDJUDSK 13).  
7KH YLHZ RI RIILFLDOV ZDV WKDW WKH DSSURDFK WDNHQ E\ +$/ ZRXOG FDXVH XQQHFHVVDU\ 
FRQWURYHUV\ DQG RSSRVLWLRQ WR VFKHPHV XQGHU FRQVLGHUDWLRQ, EHFDXVH PDQ\ RI WKH 
SHRSOH QRWLILHG ZRXOG QRW EH DIIHFWHG E\ RYHUIOLJKWV (SDUDJUDSK 21). 5HDG SURSHUO\, DV 
D ZKROH DQG LQ FRQWH[W, WKLV GRFXPHQW GRHV QRW SURYLGH DQ\ VXSSRUW IRU WKH FRQWHQWLRQ 
WKDW WKH $R6 IDLOHG WR FRPSO\ ZLWK WKH 6($ 'LUHFWLYH.  

487.  8OWLPDWHO\, LW ZDV D PDWWHU RI MXGJPHQW IRU WKH 6HFUHWDU\ RI 6WDWH, DVVLVWHG E\ H[SHUW 
DGYLFH, WR GHWHUPLQH ZKDW LQIRUPDWLRQ ZDV UHDVRQDEO\ UHTXLUHG LQ UHODWLRQ WR IOLJKW 
SDWKV, VR DV WR LGHQWLI\ DUHDV OLNHO\ WR EH VLJQLILFDQWO\ DIIHFWHG.  2Q WKH PDWHULDO EHIRUH 
WKH FRXUW, LW LV LPSRVVLEOH WR VD\ WKDW WKH MXGJPHQW KH UHDFKHG ZDV LUUDWLRQDO RU WKDW WKHUH 
KDV EHHQ D IDLOXUH WR FRPSO\ ZLWK WKH 6($ 'LUHFWLYH LQ WKLV UHVSHFW. 

488.  $V D VHFRQG OLPE WR WKLV JURXQG, UHO\LQJ XSRQ 0U 6WDQEXU\¶V ZLWQHVV VWDWHPHQWV, 0U 
3OHPLQJ FRQWHQGHG WKDW WKH DQDO\VLV FDUULHG RXW LQ WKH $R6 VKRXOG KDYH EHHQ EDVHG 
XSRQ WKH 51G% /$HT16KRXU PHWULF (LQVWHDG RI 54G%) DV UHTXLUHG E\ WKH 8. $LUVSDFH 
3ROLF\ ZKHQ FRQVLGHULQJ FKDQJHV WR DLUVSDFH GHVLJQ. 

48�. 7KH *RYHUQPHQW¶V 5HVSRQVH WR &RQVXOWDWLRQV RQ WKH $136 (5 -XQH 2018) GHDOW ZLWK 
WKLV SRLQW DW SDJHV 66-67� 
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³7.54 7KH QRLVH DQDO\VLV WKDW LV SUHVHQWHG LQ WKH $R6 UHSUHVHQWV 
D VWUDWHJLF DVVHVVPHQW RI XQPLWLJDWHG QRLVH LPSDFWV, EDVHG RQ 
LQGLFDWLYH IOLJKW SDWKV. ,WV SXUSRVH LV WR GUDZ RXW NH\ VWUDWHJLF 
FRQVLGHUDWLRQV UHOHYDQW WR QRLVH. 7R WKLV HQG, UHOHYDQW QRLVH 
PHWULFV DUH SUHVHQWHG LQ WKH $R6. 7KH KLJK OHYHO QRLVH 
DVVHVVPHQW SUHVHQWHG LQ WKH $R6 LQFOXGHV DQ DVVHVVPHQW RI 
XQPLWLJDWHG QRLVH LPSDFWV DW 54 G% /$HT, 16KU, ZKLFK LV 
FRQVLVWHQW ZLWK WKH ILQGLQJV RI WKH 6R1$ UHSRUW DV UHIHUHQFHG DW 
SDUDJUDSK 7.12. 

³7.55 7KH >/2$(/@ UHFRPPHQGHG LQ WKH *RYHUQPHQW'V 
UHVSRQVH WR WKH FRQVXOWDWLRQ RQ 8. $LUVSDFH 3ROLF\ (51 G% /$HT 
16KU) LV VSHFLILFDOO\ IRU FRPSDULQJ GLIIHUHQW RSWLRQV IRU DLUVSDFH 
GHVLJQ. 7KH $R6 1RLVH $SSHQGL[ H[SODLQV ZK\ LW ZRXOG QRW EH 
DSSURSULDWH DW WKLV VWDJH RI WKH SURFHVV WR DVVHVV DEVROXWH QRLVH 
OHYHOV DQG DVVRFLDWHG ORFDO SRSXODWLRQ H[SRVXUH EHORZ 54G% 
/$HT, 16KU. )RU SUDFWLFDO UHDVRQV LW EHFRPHV PRUH GLIILFXOW WR 
HVWLPDWH QRLVH H[SRVXUH DFFXUDWHO\, DQG WKHUHIRUH SRSXODWLRQ 
QXPEHUV DIIHFWHG, EHORZ WKLV QRLVH OHYHO. 7KLV LV EHFDXVH LW LV 
GLIILFXOW WR PHDVXUH DLUFUDIW QRLVH OHYHOV DW JUHDWHU GLVWDQFHV IURP 
DQ DLUSRUW ZKHUH DLUFUDIW QRLVH OHYHOV DUH FORVHU WR WKRVH RI RWKHU 
QRLVH VRXUFHV. $OVR, GXH WR YDULDELOLW\ LQ DLUFUDIW SRVLWLRQ LQ WKH 
DLU DW WKHVH JUHDWHU GLVWDQFHV IURP WKH DLUSRUW, WKH DEVROXWH QRLVH 
OHYHOV KDYH D ORZHU OHYHO RI FHUWDLQW\. 

7.56 $Q\ DLUVSDFH FKDQJH UHTXLUHG IRU WKH +HDWKURZ 1RUWKZHVW 
5XQZD\ VFKHPH ZRXOG EH VXEMHFW WR WKH &$$¶V DLUVSDFH FKDQJH 
SURFHVV. 7KLV ZRXOG UHTXLUH D FRPSDUDWLYH DVVHVVPHQW RI 
RSWLRQV IRU DLUVSDFH GHVLJQ ZLWK QRLVH LPSDFWV DVVHVVHG IURP WKH 
/2$(/V VHW RXW LQ WKH QHZ QDWLRQDO SROLF\ RQ DLUVSDFH - 51 G% 
/$HT, 16KU IRU GD\ WLPH QRLVH DQG 45 G% /QLJKW IRU QLJKW WLPH 
QRLVH. 7KLV ZRXOG EH GRQH XVLQJ :HE7$*, ZKLFK LV WKH 
*RYHUQPHQW¶V VWDQGDUG DSSUDLVDO PHWKRGRORJ\ IRU WUDQVSRUW 
VFKHPHV, DQG ZRXOG HQVXUH WKDW WKH WRWDO DGYHUVH HIIHFWV RI HDFK 
RSWLRQ RQ KHDOWK DQG TXDOLW\ RI OLIH FDQ EH DVVHVVHG��

4�0.  :H ZHUH LQYLWHG WR UHYLHZ WKH H[WHQVLYH HYLGHQFH RQ WKLV VXEMHFW ILOHG E\ ERWK VLGHV.  
0U 6WDQEXU\ VD\V (LQ 6WDQEXU\ 1, SDUDJUDSK 28) WKDW LQ LWV $LU 1DYLJDWLRQ *XLGDQFH 
2017 WKH *RYHUQPHQW KDV VHW WKH /2$(/ DW 51G% /$HT16KRXU EDVHG XSRQ WKH &$$¶V 
SXEOLFDWLRQ 1506� 6XUYH\ RI QRLVH DWWLWXGHV 2014� $LUFUDIW.  :H QRWH LQ SDVVLQJ WKDW, LQ 
KLV IRRWQRWHV 24 DQG 2�, 0U 6WDQEXU\ H[SODLQV WKDW, DFFRUGLQJ WR WKLV VXUYH\, DW WKH 51G% 
OHYHO 7% RI WKH SRSXODWLRQ ZRXOG EH ³KLJKO\ DQQR\HG´ FRPSDUHG ZLWK �% DW WKH 54G% 
OHYHO.   7KH VRXUFH IRU WKRVH UHVXOWV LV WDEOH 31 RI &$$ SXEOLFDWLRQ 1506. 7R SXW WKDW 
LQWR FRQWH[W, WKH $R6 WUHDWV 54G% /$HT16KRXU DV VLJQLI\LQJ ³D OHYHO DW ZKLFK VLJQLILFDQW 
FRPPXQLW\ DQQR\DQFH VWDUWV WR RFFXU´ (7DEOH 4.2 RI $SSHQGL[ $ WR WKH $R6). 

4�1.  0V /RZ DQG 0U /RWLQJD KDYH H[SODLQHG ZK\, IRU WKH SXUSRVHV RI WDNLQJ VWUDWHJLF OHYHO 
GHFLVLRQV LQ WKH $136, LW ZDV MXGJHG DSSURSULDWH WR DGRSW WKH 54G% OHYHO UDWKHU WKDQ 
51G%. 0U 6WDQEXU\ KDV H[SODLQHG ZK\ KH GLVDJUHHV DQG FRQVLGHUV WKDW WKH ORZHU ILJXUH 
VKRXOG KDYH EHHQ XVHG. :H DJUHH ZLWK 0U 0DXULFL WKDW LW LV LQDSSURSULDWH WR DVN WKLV 
FRXUW WR DGMXGLFDWH XSRQ WHFKQLFDO GLIIHUHQFHV RI WKLV QDWXUH LQ DQ DSSOLFDWLRQ IRU MXGLFLDO 
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UHYLHZ. 0RWW DJDLQ XQGHUVFRUHV WKDW SRLQW.  7KHUH ZDV QRWKLQJ WKDW FRXOG EH GHVFULEHG 
DV LUUDWLRQDO LQ WKH 6HFUHWDU\ RI 6WDWH¶V DSSURDFK WR WKH VHOHFWLRQ RI QRLVH SDUDPHWHUV.  
7KLV LVVXH GLG QRW LQYROYH DQ\ IDLOXUH WR FRPSO\ ZLWK WKH 6($ 'LUHFWLYH. 

*URXQGV �.3-�.5 

4�2. 7KHVH WKUHH VXE-JURXQGV ZHUH QRW WKH VXEMHFW RI RUDO VXEPLVVLRQV. 7KH\ ZHUH, KRZHYHU, 
QRW DEDQGRQHG, EHLQJ WKH VXEMHFW RI SDUDJUDSKV 137-155 RI WKH +LOOLQJGRQ &ODLPDQWV 
$PHQGHG 6WDWHPHQW RI )DFWV DQG *URXQGV, DOWKRXJK RQO\ YHU\ OLJKWO\ DUJXHG LQ WKHLU 
ZULWWHQ VXEPLVVLRQV. 

4�3. *URXQG �.3 FRPSODLQV WKDW, DOWKRXJK WKH VFRSLQJ UHSRUW IRU WKH $R6 UHIHUUHG WR WKH 
REMHFWLYHV RI WKH (QYLURQPHQWDO 1RLVH 'LUHFWLYH 2002/4�/(& DQG LWV WUDQVSRVLWLRQ LQWR 
GRPHVWLF ODZ E\ WKH (QYLURQPHQWDO 1RLVH ((QJODQG) 5HJXODWLRQV 2006 (6, 2006 1R 
2238), WKH $R6 IDLOHG WR DGGUHVV WKH FHQWUDO REMHFWLYH LQ DUWLFOH 1 RI WKH 'LUHFWLYH DQG 
WR SURYLGH LQIRUPDWLRQ RQ KRZ LW ZRXOG EH PHW, WKHUHE\ IDLOLQJ WR FRPSO\ ZLWK 
SDUDJUDSK (H) RI $QQH[ , WR WKH 6($ 'LUHFWLYH. ,Q VXPPDU\, WKH +LOOLQJGRQ &ODLPDQWV 
UHO\ XSRQ WKH REMHFWLYH ³WR DYRLG, SUHYHQW, RU UHGXFH RQ D SULRULWLVHG EDVLV WKH KDUPIXO 
HIIHFWV, LQFOXGLQJ DQQR\DQFH, GXH WR H[SRVXUH WR HQYLURQPHQWDO QRLVH´ DQG WR DGRSW 
DFWLRQ SODQV IRU SUHYHQWLQJ DQG UHGXFLQJ HQYLURQPHQWDO QRLVH ZKHUH QHFHVVDU\, 
SDUWLFXODUO\ ZKHUH H[SRVXUH OHYHOV FDQ FDXVH KDUP WR KXPDQ KHDOWK, DQG IRU SUHVHUYLQJ 
HQYLURQPHQWDO QRLVH TXDOLW\ ZKHUH LW LV JRRG. 7KH FRPSODLQW LV DOVR OLQNHG WR 
FRQVLGHUDWLRQ RI HQYLURQPHQWDO SROLF\ REMHFWLYHV UHODWHG WR QRLVH. 

4�4. 7KH 6HFUHWDU\ RI 6WDWH VXEPLWV WKDW WKHUH LV QR PHULW LQ WKLV FRPSODLQW, UHO\LQJ RQ 
/RWLQJD 1, DQG QRWDEO\ SDUDJUDSKV 3.2.1-3.2.14. :H DJUHH. 7KLV DPRXQWV WR QR PRUH 
WKDQ D TXDOLWDWLYH FULWLFLVP RI WKH $R6¶V WUHDWPHQW RI WKH VXEMHFW DQG FRPHV QRZKHUH 
QHDU GHPRQVWUDWLQJ DQ\ LQVXIILFLHQF\, OHW DORQH LUUDWLRQDOLW\. 

4�5. *URXQG �.4 DOOHJHV D EUHDFK RI SDUDJUDSK (I) RI $QQH[ , WR WKH 6($ 'LUHFWLYH, E\ IDLOLQJ 
WR SURYLGH LQIRUPDWLRQ LQ WKH $R6 RQ WKH HIIHFWV RQ KXPDQ KHDOWK RI DLU SROOXWLRQ DQG 
DYLDWLRQ QRLVH DWWULEXWDEOH WR WKH RSWLRQV. ,W LV DOVR VDLG WKDW WKHUH KDV EHHQ QR 
DVVHVVPHQW RI FXPXODWLYH DQG/RU V\QHUJLVWLF KHDOWK LPSDFWV IURP DLU SROOXWLRQ DQG 
DYLDWLRQ QRLVH DFURVV WKH DYLDWLRQ VHFWRU LQ /RQGRQ DQG WKH 6RXWK (DVW, LQFOXGLQJ IURP 
DLUSRUWV DW 6WDQVWHG, /XWRQ, 1RUWKROW DQG WKH &LW\.  

4�6. ,Q SDUW, WKLV FRPSODLQW UHOLHV XSRQ WKH DUJXPHQWV UDLVHG E\ WKH +LOOLQJGRQ &ODLPDQWV 
XQGHU *URXQG �.2, ZKLFK ZH KDYH UHMHFWHG.  $V UHJDUGV WKH RWKHU DVSHFWV, WKH 6HFUHWDU\ 
RI 6WDWH UHOLHV XSRQ WKH GHWDLOHG H[SODQDWLRQ E\ 0V. 6WHYHQVRQ (6WHYHQVRQ 1, SDUDJUDSKV 
3.13�-3.173) DV WR KRZ WKHVH PDWWHUV ZHUH DGGUHVVHG LQ WKH $R6, GUDZLQJ XSRQ WKH 
DFFRPSDQ\LQJ +HDOWK ,PSDFW $QDO\VLV. 

4�7. :H VHH QR OHJDO PHULW LQ WKLV DWWHPSW E\ WKH +LOOLQJGRQ &ODLPDQWV WR FKDOOHQJH WKH 
quality RI WKH LQIRUPDWLRQ FRQWDLQHG LQ WKH $R6.  7KH 6HFUHWDU\ RI 6WDWH¶V MXGJPHQW RQ 
WKH FRQWHQW DQG OHYHO RI GHWDLO RI WKH LQIRUPDWLRQ VXSSOLHG RQ QRLVH, DLU TXDOLW\ DQG 
KHDOWK HIIHFWV LV QRW RSHQ WR FKDOOHQJH RQ WKH JURXQGV RI LUUDWLRQDOLW\, QRU FDQ LW EH VDLG 
WKDW WKH $R6 IDLOHG WR FRPSO\ ZLWK SDUDJUDSK (I) RI $QQH[ , WR WKH 6($ 'LUHFWLYH. 

4�8. )LQDOO\, XQGHU *URXQG �.5, WKH +LOOLQJGRQ &ODLPDQWV VXEPLW WKDW WKH $R6 IDLOHG WR 
VDWLVI\ WKH UHTXLUHPHQWV RI SDUDJUDSK (J) RI $QQH[ , WR WKH 6($ 'LUHFWLYH, QDPHO\ WR 
SURYLGH LQIRUPDWLRQ RQ PLWLJDWLRQ PHDVXUHV WR DGGUHVV DQ\ VLJQLILFDQW DGYHUVH 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

HQYLURQPHQWDO HIIHFWV RI LPSOHPHQWLQJ WKH $136. ,W LV VDLG WKDW WKH PHDVXUHV DUH 
LQVXIILFLHQWO\ VSHFLILF RU DUH QRW FDSDEOH RI EHLQJ LPSOHPHQWHG RU WKH GHOLYHU\ 
PHFKDQLVP LV XQFOHDU. ([DPSOHV DUH JLYHQ FRQFHUQLQJ WKH PLWLJDWLRQ RI QRLVH HIIHFWV 
RQ SHGHVWULDQ DUHDV, RSHQ VSDFHV DQG VFKRRO SOD\JURXQGV, DQG WKH LPSDFW RI DQ 
H[SDQGHG DLUSRUW RQ VXUIDFH WUDQVSRUW. 7KH $PHQGHG 6WDWHPHQW RI )DFWV DQG *URXQGV 
DOVR JLYHV VHYHUDO H[DPSOHV RI LPSDFWV ZKHUH QR PLWLJDWLRQ LV LGHQWLILHG LQ WKH $136 
DQG WKDW DVSHFW LV OHIW WR EH DVVHVVHG LQ DQ DSSOLFDWLRQ IRU GHYHORSPHQW FRQVHQW E\ 
DSSO\LQJ FULWHULD VHW RXW LQ WKH $136. ,W LV DOVR VDLG WKDW WKH $136 IDLOV WR ³DOORFDWH´ 
ODQG QHFHVVDU\ WR GHOLYHU VXFK PLWLJDWLRQ. 

4��.  ,Q 6WHYHQVRQ 1, SDUDJUDSKV 3.182-3.1��, 0V 6WHYHQVRQ H[SODLQV ZK\ WKHVH FRPSODLQWV 
DUH LOO-IRXQGHG.  7KH LGHQWLILFDWLRQ DQG GHOLYHU\ RI PLWLJDWLRQ IRU D SURMHFW RI WKLV VFDOH 
DQG QDWXUH LV LWVHOI FRPSOH[. ³7KH 3UDFWLFDO *XLGH WR 6($´ UHFRJQLVHV WKDW VRPH 
PLWLJDWLRQ PHDVXUHV PD\ EH OHIW WR WKH GHWDLOHG GHVLJQ DQG GHYHORSPHQW FRQVHQW VWDJH.  
:KHUH LW KDV QRW EHHQ SRVVLEOH WR PDNH D MXGJPHQW WKDW D SDUWLFXODU HIIHFW FDQ EH 
PLWLJDWHG, D SUHFDXWLRQDU\ DSSURDFK KDV EHHQ DSSOLHG, DQG WKH DVVHVVPHQW RI D QHJDWLYH 
VLJQLILFDQW HIIHFW KDV EHHQ UHWDLQHG ZLWKLQ WKH $R6 DQG KHQFH ZLWKLQ WKH RYHUDOO 
MXGJPHQW PDGH RQ WKH FRPSDULVRQ EHWZHHQ WKH WKUHH VFKHPHV. 

500.  :H FRQVLGHU WKDW WR EH D FRPSOHWH DQVZHU WR WKLV JURXQG.  7KHUH ZDV QR HUURU RI ODZ LQ 
WKH DSSURDFK WDNHQ E\ WKH 6HFUHWDU\ RI 6WDWH WR SDUDJUDSK (J) RI $QQH[ , WR WKH 
'LUHFWLYH. 

&RQFOXVLRQV 

501.  )RU WKRVH UHDVRQV, ZH FRQVLGHU WKH DQVZHU WR ,VVXH 8 LV ³1R´, QRQH RI WKH IROORZLQJ 
EUHDFKHV RI WKH 6($ 'LUHFWLYH LV PDGH RXW� 

8.1. IDLOXUH WR SURYLGH DQ RXWOLQH RI WKH UHODWLRQVKLS EHWZHHQ WKH $136 DQG RWKHU 
UHOHYDQW SODQV RU SURJUDPPHV LQ EUHDFK RI DUWLFOH 5(1)-(2) RI WKH 6($ 'LUHFWLYH 
ZLWK $QQH[ 1(D)� 

8.2. IDLOXUH WR LGHQWLI\ WKH HQYLURQPHQWDO FKDUDFWHULVWLFV RI DUHDV OLNHO\ WR EH 
VLJQLILFDQWO\ DIIHFWHG E\ WKH $136, LQ EUHDFK RI DUWLFOH 5(1)-(2) RI WKH 6($ 
'LUHFWLYH ZLWK $QQH[ 1(F)� 

8.3. IDLOXUH WR SURYLGH LQIRUPDWLRQ RQ HQYLURQPHQWDO SURWHFWLRQ REMHFWLYHV, 
HVWDEOLVKHG DW LQWHUQDWLRQDO, (8 RU 0HPEHU 6WDWH OHYHO, ZKLFK DUH UHOHYDQW WR WKH 
$136 DQG WKH ZD\ WKRVH REMHFWLYHV DQG DQ\ HQYLURQPHQWDO FRQVLGHUDWLRQV KDYH 
EHHQ WDNHQ LQWR DFFRXQW GXULQJ LWV SUHSDUDWLRQ, LQ EUHDFK RI DUWLFOH 5(1)-(2) RI WKH 
6($ 'LUHFWLYH ZLWK $QQH[ 1(H)� 

8.4. IDLOXUH WR SURYLGH LQIRUPDWLRQ RQ WKH OLNHO\ VLJQLILFDQW HIIHFWV RQ WKH 
HQYLURQPHQW, LQFOXGLQJ VKRUW, PHGLXP DQG ORQJ-WHUQ HIIHFWV, SHUPDQHQW DQG 
WHPSRUDU\ HIIHFWV, SRVLWLYH DQG QHJDWLYH HIIHFWV, DQG VHFRQGDU\, FXPXODWLYH DQG 
V\QHUJLVWLF HIIHFWV, LQ SDUWLFXODU RQ WKH HIIHFWV RI DLU SROOXWLRQ DQG QRLVH RQ KXPDQ 
KHDOWK, LQ EUHDFK RI DUWLFOH 5(1)-(2) RI WKH 6($ 'LUHFWLYH ZLWK $QQH[ 1(I)� DQG 

8.5. IDLOXUH WR LGHQWLI\ DQG GHVFULEH PHDVXUHV HQYLVDJHG WR SUHYHQW, UHGXFH DQG DV 
IXOO\ DV SRVVLEOH RIIVHW DQ\ VLJQLILFDQW DGYHUVH HIIHFWV RQ WKH HQYLURQPHQW RI 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

LPSOHPHQWLQJ WKH $136, LQ EUHDFK RI $UWLFOH 5(1)-(2) RI WKH 6($ 'LUHFWLYH ZLWK 
$QQH[ 1(J). 

502.  )XUWKHUPRUH, HDFK RI WKH VXE-JURXQGV RI *URXQG � DV VHW RXW DERYH (VHH SDUDJUDSK 376) 
± ZKLFK GLUHFWO\ UHIOHFW WKH VXE-LVVXHV LQ LVVXH 8 ± IDLOV. 

&RQVXOWDWLRQ�

7KH *URXQGV 

503.  $V *URXQG 10, 0U 3OHPLQJ VXEPLWWHG RQ EHKDOI RI WKH +LOOLQJGRQ &ODLPDQWV WKDW WKH 
$136 ZDV XQODZIXO EHFDXVH WKH 6HFUHWDU\ RI 6WDWH GLG QRW FRQGXFW WKH UHTXLUHG 
VWDWXWRU\ FRQVXOWDWLRQ ZLWK DQ RSHQ PLQG.   

504.  0U 3OHPLQJ VXEPLWWHG WKDW WKH 6HFUHWDU\ RI 6WDWH KDG EUHDFKHG WKH ILUVW DQG IRXUWK RI 
WKH *XQQLQJ SULQFLSOHV, ZKLFK UHTXLUH FRQVXOWDWLRQ WR WDNH SODFH ZKHQ SURSRVDOV DUH 
VWLOO DW D IRUPDWLYH VWDJH DQG WKDW WKH FRQVXOWDWLRQ UHVSRQVHV EH FRQVFLHQWLRXVO\ WDNHQ 
LQWR DFFRXQW (VHH SDUDJUDSK 125 DERYH), EHFDXVH WKH 6HFUHWDU\ RI 6WDWH KDG FDUULHG RXW 
WKH FRQVXOWDWLRQ RQ WKH $136 ZLWK D FORVHG PLQG, HIIHFWLYHO\ VLQFH KLV DQQRXQFHPHQW 
RQ 25 2FWREHU 2016. 6R, DV 0U 0DXULFL SRLQWHG RXW, WKLV ZDV DQ DOOHJDWLRQ RI actual 
SUHGHWHUPLQDWLRQ. 

505.  ,Q VXSSRUW RI WKDW FODLP, 0U 3OHPLQJ UHOLHG XSRQ WKH IROORZLQJ PDWWHUV� 

L)  DQ DOOHJDWLRQ WKDW, IURP 25 2FWREHU 2016, WKH 6HFUHWDU\ RI 6WDWH KDG QRW EHHQ 
RSHQ WR PDNLQJ DQ\ VXEVWDQWLDO FKDQJHV WR WKH SROLF\ RI LQFUHDVLQJ DYLDWLRQ 
FDSDFLW\ LQ WKH 6RXWK (DVW RI (QJODQG, LQFOXGLQJ WKH SUHIHUHQFH IRU WKH 1:5 
6FKHPH� 

LL)  H[WUDFWV IURP VSHHFKHV PDGH E\ WKH 6HFUHWDU\ RI 6WDWH� 

LLL)  WKH FRQVXOWDWLRQ OHDIOHW ³+HDWKURZ ([SDQVLRQ� +DYH <RXU 6D\´, SXEOLVKHG LQ 
)HEUXDU\ 2017 (VHH SDUDJUDSK 67 DERYH)� 

LY)  WKH SUHVHQWDWLRQ RI LVVXHV LQ WKH GUDIW 136 DQG DW ORFDO HYHQWV, ZKLFK IRFXVHG RQ 
WKH 1:5 DQG IDLOHG WR UHIHU WR RWKHU RSWLRQV� 

Y)  D GHFLVLRQ LQ 6HSWHPEHU 2017 WKDW WKH *DWZLFN 25 6FKHPH EH H[FOXGHG DV DQ 
³DOWHUQDWLYH VROXWLRQ´ EHFDXVH RI D ³QHZ´ UHTXLUHPHQW, QDPHO\ WKH ³KXE 
REMHFWLYH´� DQG 

YL)  WKH FRQWHQWLRQ E\ ++/ LQ &ODLP 1R &2/3071/2018 WKDW WKH (15 6FKHPH KDG 
EHHQ XQODZIXOO\ H[FOXGHG LQ 2016. 

506.  +RZHYHU, WKH +LOOLQJGRQ &ODLPDQWV DOVR DGYDQFHG WKHLU JURXQG RQ WKH DOWHUQDWLYH EDVLV 
WKDW, HYHQ LI WKH 6HFUHWDU\ RI 6WDWH GLG QRW KDYH DQ DFWXDO FORVHG PLQG, WKHUH ZDV DQ 
appearance RI SUH-GHWHUPLQDWLRQ RU RI WKH 6HFUHWDU\ RI 6WDWH KDYLQJ D FORVHG PLQG.  ,Q 
UHVSHFW RI WKLV DOWHUQDWLYH, 0U 3OHPLQJ VXEPLWWHG, ³WKH WHVW LV QRW ZKHWKHU WKH 6HFUHWDU\ 
RI 6WDWH LQ IDFW KDG D FORVHG PLQG (WKRXJK WKH HYLGHQFH VKRZV WKDW WR EH WKH FDVH)´.  
,QVWHDG, UHO\LQJ RQ (5 (/HZLV) Y 5HGFDU DQG &OHYHODQG %RURXJK &RXQFLO >200�@ 1 :/5 
83 DW >66@->68@, >71@ DQG >�6@->�7@), KH VXEPLWWHG WKDW WKHUH ZRXOG EH DQ DSSHDUDQFH RI 
SUHGHWHUPLQDWLRQ LI, IURP WKH UHOHYDQW FLUFXPVWDQFHV DV WKH\ QRZ DSSHDU WR WKH FRXUW, LW 
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LV VDWLVILHG WKDW WKHUH LV D ³UHDO ULVN´ WKDW WKH 6HFUHWDU\ RI 6WDWH KDG SURFHHGHG ZLWK D 
FORVHG PLQG. ,I WKHUH ZDV QR DFWXDO FORVHG PLQG, KH VXEPLWWHG WKDW WKHUH ZDV FOHDUO\ DQ 
DSSHDUDQFH RI VXFK VXIILFLHQW WR UHQGHU WKH SURFHVV XQVDIH DQG XQODZIXO. 

507.  $V *URXQG 17, 0U 6SXUULHU FRQWHQGHG WKDW, LQ EUHDFK RI VHFWLRQ 7 RI WKH 3$ 2008 DQG 
WKH *XQQLQJ SULQFLSOHV, WKH 6HFUHWDU\ RI 6WDWH IDLOHG WR FRQVXOW SURSHUO\. +RZHYHU, 
VXEMHFW WR RQH SRLQW WR ZKLFK ZH VKDOO UHWXUQ (VHH SDUDJUDSKV 550-551 EHORZ), KH VLPSO\ 
UHOLHG XSRQ WKH VXEPLVVLRQV PDGH RQ EHKDOI RI WKH +LOOLQJGRQ &ODLPDQWV.    

7KH /DZ 

508.  $V ZH KDYH LQGLFDWHG, 0U 3OHPLQJ¶V SULPDU\ JURXQG ZDV WKDW WKH 6HFUHWDU\ RI 6WDWH KDG 
SUH-GHWHUPLQHG WKDW WKH 1:5 6FKHPH VKRXOG JHW WKH SROLF\ JR-DKHDG, L.H. KH KDG KDG 
DQ DFWXDO FORVHG PLQG� ZLWK DQ DSSDUHQW FORVHG PLQG EHLQJ KLV DOWHUQDWLYH DQG VXEVLGLDU\ 
VXEPLVVLRQ. 

50�.  ,Q RXU YLHZ, LW LV LPSRUWDQW WR KDYH WKH GLVWLQFWLRQ EHWZHHQ actual SUH-GHWHUPLQDWLRQ 
DQG WKH appearance RI SUH-GHWHUPLQDWLRQ ZHOO LQ PLQG, SDUWLFXODUO\ ZKHUH, DV LQ WKLV 
FDVH, WKH FKDOOHQJH UHODWHV WR D FRQVXOWDWLRQ SURFHVV ZKLFK WRRN SODFH ZLWKLQ D VWDWXWRU\ 
IUDPHZRUN ZKLFK HQWUXVWHG WR WKH 6HFUHWDU\ RI 6WDWH WKH IXQFWLRQV RI SURSRVLQJ D SROLF\, 
SURPRWLQJ LW WKURXJK 3DUOLDPHQW DQG XOWLPDWHO\ GHFLGLQJ ZKHWKHU LW VKRXOG EH 
GHVLJQDWHG DV D VWDWXWRU\ 136.  &RQFHSWXDOO\, ZKHUH D FODLPDQW LV XQDEOH WR VKRZ WKDW 
D 6HFUHWDU\ RI 6WDWH¶V PLQG ZDV actually FORVHG, WKLV FRPELQDWLRQ RI VWDWXWRU\ IXQFWLRQV 
PD\ PDNH LW PRUH GLIILFXOW IRU KLP WR GHPRQVWUDWH WKDW WKHUH ZDV QHYHUWKHOHVV DQ 
appearance RI SUHGHWHUPLQDWLRQ, WKDW LV E\ VKRZLQJ D real risk RI WKH 6HFUHWDU\ RI 6WDWH 
KDYLQJ SURFHHGHG ZLWK D FORVHG PLQG. 7KDW ULVN PXVW EH IRXQGHG RQ VRPHWKLQJ PRUH 
WKDQ WKH RSHUDWLRQ RI WKH VWDWXWRU\ VFKHPH. 

510.  ,Q DGGLWLRQ, LW LV QHFHVVDU\ WR GLVWLQJXLVK EHWZHHQ DFWXDO RU DSSDUHQW pre-determination 
RQ WKH RQH KDQG DQG pre-disposition RQ WKH RWKHU. 7KH ODWWHU LV QRW XQODZIXO. $V LV VR 
RIWHQ WKH FDVH LQ SROLF\-PDNLQJ, WKH SROLF\-PDNHU GRHV QRW KDYH WR EH ± DQG, XVXDOO\, LV 
SDWHQWO\ QRW ± GHWDFKHG RU GLVLQWHUHVWHG DV EHWZHHQ WKH SRVVLEOH SROLF\ RSWLRQV. ,QGHHG, 
LW PD\ EH GLIILFXOW LI QRW LPSRVVLEOH IRU D 6HFUHWDU\ RI 6WDWH GLVFKDUJLQJ KLV SROLF\-
PDNLQJ IXQFWLRQV XQGHU WKH 3$ 2008 WR DYRLG KDYLQJ D SUH-GLVSRVLWLRQ LQ IDYRXU RI WKH 
SROLFLHV KH SURSRVHV. 

511.  Actual SUH-GHWHUPLQDWLRQ RU FORVHG PLQG LQYROYHV D ILQGLQJ RQ WKH VXEMHFWLYH DWWLWXGH 
RU VWDWH RI PLQG RI WKH GHFLVLRQ-PDNHU. 7KH ULVN RI SUH-GHWHUPLQDWLRQ EHFDXVH RI DQ 
appearance RI D FORVHG PLQG LQYROYHV DQ DVVHVVPHQW RI WKDW ULVN E\ WKH FRXUW. *LYHQ 
WKH UROH RI D SROLF\-PDNHU LQ D VWDWXWRU\ VFKHPH VXFK DV WKLV, QHLWKHU LV HDV\ WR SURYH� 
DQG, LQ SDUWLFXODU, ZKHQ WKH FRXUW LV IDFHG ZLWK DQ DOOHJDWLRQ RI SUH-GHWHUPLQDWLRQ LQ 
WKLV FRQWH[W, LW QHHGV WR EH FDXWLRXV DERXW WKH LQIHUHQFHV ZKLFK PD\ SURSHUO\ EH GUDZQ 
IURP VWDWHPHQWV DQG FRQGXFW RQ WKH SDUW RI WKH SROLF\-PDNHU, LQ WKLV FDVH WKH 6HFUHWDU\ 
RI 6WDWH. 7KH DXWKRULWLHV, WR ZKLFK ZH VKDOO VKRUWO\ FRPH, HPSKDVLVH WKHVH FKDOOHQJHV 
IRU D FODLPDQW PDNLQJ VXFK DOOHJDWLRQV. 

512.  0U 0DXULFL VXEPLWWHG WKDW, LQ WKLV FRQWH[W, WKH FRXUW VKRXOG RQO\ FRQVLGHU DFWXDO SUH-
GHWHUPLQDWLRQ. +H UHOLHG XSRQ WKH DXWKRULW\ RI WKH 1HZ =HDODQG &RXUW RI $SSHDO LQ 
&5(('1= ,QF Y *RYHUQRU *HQHUDO >1�81@ 1 1=/5 172, ZKLFK FRQFHUQHG D VWDWXWRU\ 
VFKHPH ZLWK PDQ\ VLPLODULWLHV WR 3DUW 2 RI WKH 3$ 2008. 7KH OHJLVODWLRQ HQDEOHG 
0LQLVWHUV LQ WKH ([HFXWLYH &RXQFLO WR DXWKRULVH E\ 2UGHU LQ &RXQFLO WKH XVH RI DQ 
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H[SHGLWHG RU ³IDVW-WUDFN´ FRQVHQW SURFHGXUH IRU PDMRU ZRUNV ZKLFK WKH\ FRQVLGHUHG WR 
EH LQ WKH QDWLRQDO LQWHUHVW, LQ SODFH RI WKH QRUPDO SODQQLQJ SURFHVV.  ,W ZDV FODLPHG WKDW 
QXPHURXV SXEOLF VWDWHPHQWV E\ 0LQLVWHUV LQ VXSSRUW RI WKH VFKHPH EHIRUH LWV SURPRWHUV 
PDGH DQ\ DSSOLFDWLRQ WR UHO\ RQ WKH IDVW-WUDFN SURFHGXUH VKRZHG WKDW WKHUH ZDV D UHDO 
OLNHOLKRRG RI WKHP KDYLQJ SUH-GHWHUPLQHG WKH TXHVWLRQ RI ZKHWKHU WKDW SURFHGXUH VKRXOG 
EH IROORZHG. 

513.  7KH FRXUW KHOG WKDW LW ZDV QHFHVVDU\ WR ORRN DW ZKDW KDG KDSSHQHG ZLWK D GHJUHH RI  
UHDOLVP. 7KH *RYHUQPHQW KDG GHFLGHG WKDW D ODUJH VFDOH DOXPLQLXP VPHOWHU SURMHFW ZDV 
OLNHO\ WR EH LQ WKH QDWLRQDO LQWHUHVW, DQG VKRXOG JR DKHDG LI SRVVLEOH. )RU H[DPSOH, 
0LQLVWHUV KDG DQQRXQFHG WKDW WKH *RYHUQPHQW KDG UHDFKHG DJUHHPHQW RQ D SULFH IRU 
VXSSO\LQJ HOHFWULFLW\ WR WKH VFKHPH, DQG WKDW WZR GDP SURMHFWV ZRXOG QHHG WR EH 
RSHUDWLRQDO VRRQHU WKDQ H[SHFWHG. 2QH VWDWHG LQ WKH SUHVV WKDW ³D GHFLVLRQ KDV EHHQ 
WDNHQ WR SURFHHG ZLWK WKLV SURMHFW´. +H H[SUHVVHG HYHU\ FRQILGHQFH WKDW WKH VPHOWHU 
ZRXOG EH EXLOW. ,W ZDV ODWHU VDLG WKDW DQ DJUHHPHQW LQ SULQFLSOH KDG EHHQ UHDFKHG 
EHWZHHQ WKH *RYHUQPHQW DQG WKH GHYHORSPHQW FRQVRUWLXP, DQG WKDW D ILQDO DJUHHPHQW 
ZRXOG EH VXEMHFW WR VDWLVIDFWRU\ QHJRWLDWLRQ RI VRPH GHWDLOV, QRQH RI ZKLFK ZDV 
LQVXUPRXQWDEOH. $ PHPRUDQGXP RI LQWHQW ZDV VLJQHG FRPPLWWLQJ WKH *RYHUQPHQW WR 
VXSSO\LQJ HOHFWULFLW\ WR WKH SURMHFW. ,W ZDV VDLG WKDW KDYLQJ ZRUNHG WKURXJK WKH SURSRVDO 
YHU\ FDUHIXOO\, WKH *RYHUQPHQW EHOLHYHG WKDW WKH SURMHFW ZDV LQ WKH QDWLRQDO LQWHUHVW, 
EHLQJ JRRG IRU WKH FRXQWU\¶V HFRQRP\ DQG LWV SHRSOH.  

514.  7KH FRXUW FRQFOXGHG WKDW, IURP DQ HDUO\ VWDJH, WKH *RYHUQPHQW KDG HQGRUVHG WKH 
SURMHFW, LQFOXGLQJ WKH VLWH SURSRVHG DQG KDG IDYRXUHG WKH XVH RI WKH IDVW-WUDFN OHJLVODWLRQ 
IRU WKH SODQQLQJ SURFHVV. +RZHYHU, LW KHOG WKDW WKH PHUH IDFW WKDW, ZKHQ WKH DSSOLFDWLRQ 
ZDV PDGH WR WKH 0LQLVWHU, WKH *RYHUQPHQW ZDV LQ IDYRXU RI WKH SURMHFW DQG KLJKO\ OLNHO\ 
WR GHFLGH LQ IDYRXU RI DQ 2UGHU LQ &RXQFLO, GLG QRW GLVTXDOLI\ KLP IURP GHDOLQJ ZLWK WKH 
PDWWHU. ,W ZDV LQDSSURSULDWH WR DSSO\ WHVWV IRU WKH appearance RI SUH-GHWHUPLQDWLRQ.  
3URMHFWV RI WKH NLQG WR ZKLFK WKH OHJLVODWLRQ PLJKW EH DSSOLHG ZHUH OLNHO\ WR HYROYH RYHU 
D ORQJ SHULRG RI WLPH DQG DWWUDFW FRQVLGHUDEOH SXEOLF LQWHUHVW.  ,W FRXOG QRW EH VXSSRVHG 
WKDW WKH VWDWXWRU\ VFKHPH KDG EHHQ LQWHQGHG WR UHVWUDLQ 0LQLVWHUV IURP IRUPLQJ DQG 
H[SUHVVLQJ, HYHQ VWURQJO\, YLHZV RQ WKH GHVLUDELOLW\ RI VXFK SURMHFWV XQOHVV DQG XQWLO WKH 
2UGHU LQ &RXQFLO ZDV PDGH.   

515.  7KXV, &RRNH - VDLG, DW SDJH 17�� 

³7KH RQO\ UHOHYDQW TXHVWLRQ FDQ EH ZKHWKHU DW WKH WLPH RI 
DGYLVLQJ WKH PDNLQJ RI WKH 2UGHU LQ &RXQFLO WKH PLQLVWHUV 
JHQXLQHO\ DGGUHVVHG WKHPVHOYHV WR WKH VWDWXWRU\ FULWHULD DQG ZHUH 
RI WKH RSLQLRQ WKDW WKH FULWHULD ZHUH VDWLVILHG. ,I WKH\ GLG KROG 
WKDW RSLQLRQ DW WKDW WLPH, WKH IDFW WKDW DOO RU VRPH RI WKHP PD\ 
KDYH IRUPHG DQG GHFODUHG WKH VDPH RSLQLRQ SUHYLRXVO\ GRHV QRW 
PDNH WKH 2UGHU LQYDOLG. 1R GRXEW, LI PLQLVWHUV KDG DSSURDFKHG 
WKH PDWWHU ZLWK PLQGV DOUHDG\ PDGH XS, WKH LQIHUHQFH ZRXOG 
UHDGLO\ EH GUDZQ WKDW WKH\ FRXOG QRW JHQXLQHO\ KDYH FRQVLGHUHG 
WKH VWDWXWRU\ FULWHULD ZKHQ DGYLVLQJ WKH PDNLQJ RI WKH 2UGHU LQ 
&RXQFLO. %XW WKH QHZVSDSHU UHSRUWV IDOO VKRUW RI VKRZLQJ FORVHG 
PLQGV.´ 

516.  6LPLODUO\, 5LFKDUGVRQ - VDLG DW SDJH 1�4�  
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³:KDW LV IDLU LQ D JLYHQ VLWXDWLRQ PXVW GHSHQG RQ WKH 
FLUFXPVWDQFHV. 7KH DSSOLFDWLRQ RI WKH UXOHV DJDLQVW ELDV PXVW EH 
WHPSHUHG ZLWK UHDOLVP. ,W ZRXOG EH XQUHDOLVWLF WR H[SHFW 
0LQLVWHUV WR KDYH FRPSOHWHO\ RSHQ PLQGV DV WR WKH FULWHULD VHW RXW 
LQ VHFWLRQ 3(3) RI WKH 1DWLRQDO 'HYHORSPHQW $FW RU DV WR WKH 
GHVLUDELOLW\ LQ WKH SXEOLF LQWHUHVW RI D SURSRVHG ZRUN. $Q 
DVVXPSWLRQ WKDW WKH *RYHUQRU-*HQHUDO LQ &RXQFLO PD\ EH 
SUHGLVSRVHG WR DSSO\ WKH SURYLVLRQV RI WKH 1DWLRQDO 'HYHORSPHQW 
$FW WR D SURMHFW LV QRW HQRXJK. ,W LV QRW H[SHFWHG WKDW 0LQLVWHUV 
ZLOO DSSURDFK WKHLU FRQVLGHUDWLRQ RI WKH DSSOLFDWLRQ XQGHU VHFWLRQ 
3(3) ZLWK SHUIHFW GHWDFKPHQW. %HIRUH WKH GHFLVLRQ FDQ EH VHW 
DVLGH RQ WKH JURXQGV RI GLVTXDOLI\LQJ ELDV LW PXVW EH HVWDEOLVKHG 
RQ WKH EDODQFH RI SUREDELOLWLHV WKDW LQ IDFW WKH PLQGV RI WKRVH 
FRQFHUQHG ZHUH QRW RSHQ WR SHUVXDVLRQ DQG VR, LI WKH\ GLG DGGUHVV 
WKHPVHOYHV WR WKH SDUWLFXODU FULWHULD XQGHU WKH VHFWLRQ, WKH\ 
VLPSO\ ZHQW WKURXJK WKH PRWLRQV.´ 

517.  0F0XOOLQ - QRWHG WKDW, EHIRUH DQ DSSOLFDWLRQ IRU XVH RI WKH VWDWXWRU\ IDVW-WUDFN 
SURFHGXUH FRXOG EH PDGH, WKH *RYHUQPHQW ZRXOG QHHG WR KDYH PDGH GHFLVLRQV DERXW 
ZKLFK SURMHFWV ZRXOG EH PRVW OLNHO\ WR EHQHILW WKH QDWLRQDO HFRQRP\ DQG PDNH EHVW XVH 
RI HOHFWULFLW\ UHVRXUFHV, UHTXLULQJ D JUHDW GHDO RI WLPH IRU FRQVLGHUDWLRQ. 0LQLVWHUV 
ZRXOG KDYH KDG WR EHFRPH LQYROYHG LQ WKHVH LVVXHV DQG WR KDYH PDGH VWDWHPHQWV.  
$FFRUGLQJO\, ³LW ZRXOG EH XQUHDO WR H[SHFW WKRVH FRQFHUQHG WR PDLQWDLQ D ORIW\ 
GHWDFKPHQW IURP WKH PDWWHU´.  +H FRQWLQXHG (DW SDJH 214)� 

³,W ZRXOG EH VXUSULVLQJ LI WKH\ GLG QRW KDYH YLHZV.  %XW WKDW ZDV 
QRW D GLVTXDOLILFDWLRQ VR ORQJ DV WKH\ DSSURDFKHG WKH DSSOLFDWLRQ 
ZLWK DQ RSHQ PLQG ERQD ILGH SUHSDUHG WR FRQVLGHU DQ\ FRQWUDU\ 
YLHZV RQ WKHLU PHULWV. 7KHUHIRUH, WKH IDFW WKDW LQ WKHLU 
LQYHVWLJDWLRQ DQG FRQVLGHUDWLRQ RI YDULRXV PDWWHUV SULRU WR WKDW 
WLPH WKH 0LQLVWHUV, RU DQ\ RQH RI WKHP, PD\ KDYH IRUPHG YLHZV 
LQ IDYRXU RI WKH SURMHFW GLG QRW UHQGHU LQYDOLG WKH GHFLVLRQ 
UHDFKHG RQ WKH DGYLFH ZKLFK WKH\ WHQGHUHG DW WKH PHHWLQJ RI WKH 
([HFXWLYH &RXQFLO.´ 

518.  7KH VWDWXWRU\ FRQWH[W RI WKH 3$ 2008 EHDUV VRPH VLPLODULWLHV WR WKH OHJLVODWLRQ 
FRQVLGHUHG LQ &5(('1=.   ,W LV FRQFHUQHG ZLWK SURMHFWV RI QDWLRQDO VLJQLILFDQFH. 7KH 
GHFLVLRQV ZKLFK WKH VWDWXWH UHTXLUHV D 6HFUHWDU\ RI 6WDWH WR PDNH PD\ ZHOO FRQFHUQ 
SROLFLHV RU SURMHFWV ZKLFK KDYH HYROYHG RYHU OHQJWK\ SHULRGV RI WLPH DQG ZKLFK JLYH 
ULVH WR FRQWURYHUV\. ,W LV XQUHDOLVWLF WR H[SHFW D 6HFUHWDU\ RI 6WDWH QRW WR KDYH IRUPHG 
YLHZV RQ PDQ\ LVVXHV, SHUKDSV HYHQ VWURQJO\ KHOG YLHZV, E\ WKH WLPH KH FRPHV WR 
LQLWLDWH FRQVXOWDWLRQ RQ D SURSRVDO WR GHVLJQDWH D QHZ 136 XQGHU VHFWLRQ 7, a fortiori 
E\ WKH WLPH KH FRPHV WR OD\ WKH SURSRVDO EHIRUH 3DUOLDPHQW XQGHU VHFWLRQ �. 7KH 
6HFUHWDU\ RI 6WDWH PD\ QRW GHVLJQDWH D SURSRVHG 136 XQOHVV HLWKHU WKH +RXVH RI 
&RPPRQV YRWHV WR DSSURYH LW, RU D FHUWDLQ SHULRG RI WLPH HODSVHV ZLWKRXW WKH +RXVH 
YRWLQJ WKDW ³LW VKRXOG QRW EH SURFHHGHG ZLWK´ (VHFWLRQ 5(4)). &RQVHTXHQWO\, WKH VWDWXWRU\ 
VFKHPH H[SHFWV WKH 6HFUHWDU\ RI 6WDWH WR EH SUHSDUHG WR SURPRWH KLV SURSRVHG SROLF\ LQ 
3DUOLDPHQW, DQ H[HUFLVH LQYROYLQJ SROLWLFDO MXGJPHQW. )XUWKHUPRUH, D SROLF\ GHDOLQJ 
ZLWK WKH QHHG IRU QHZ LQIUDVWUXFWXUH PD\ EH FORVHO\ OLQNHG WR WKH LGHQWLILFDWLRQ RI DUHDV 
RU VLWHV ZKHUH WKDW QHHG FDQ SURSHUO\ EH PHW DQG VR D SURSRVHG 136 PD\ DOVR DGGUHVV 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

WKDW DVSHFW (VHFWLRQ 5(5)(G)). 7KXV, WKH YLHZV ZKLFK D 6HFUHWDU\ RI 6WDWH IRUPV RQ D 
SURSRVDO WR GHVLJQDWH DQ 136 PD\ DOVR DGGUHVV ORFDWLRQDO LVVXHV DQG WKH PHULWV RI ULYDO 
VFKHPHV.   

51�.  +DYLQJ VDLG WKDW, WKH FRQVXOWDWLRQ SURFHVV XQGHU VHFWLRQ 7 LV QRW FRQFHUQHG ZLWK WKH 
XOWLPDWH GHFLVLRQ RI ZKHWKHU D VSHFLILF SURMHFW VKRXOG EH DSSURYHG E\ WKH JUDQW RI 
GHYHORSPHQW FRQVHQW (ZKLFK ZRXOG LQFOXGH WKH VWULNLQJ RI WKH EDODQFH UHTXLUHG E\ 
VHFWLRQ 104(7)), EXW ZLWK UHSUHVHQWDWLRQV RQ D SROLF\ ZKLFK, E\ GHILQLWLRQ, WKH 6HFUHWDU\ 
RI 6WDWH KDV DOUHDG\ SURYLVLRQDOO\ GHFLGHG VKRXOG DSSURSULDWHO\ EH GHVLJQDWHG. 7KH 
OHJLVODWLRQ SURFHHGV RQ WKH EDVLV WKDW KH ZLOO DOUHDG\ KDYH UHDFKHG WKDW VWDJH E\ WKH WLPH 
WKH FRQVXOWDWLRQ SURFHVV XQGHU VHFWLRQ 7 EHJLQV. 

520.  7KH UHDVRQLQJ LQ &5(('1= UHIOHFWV WKH DSSURDFK WDNHQ E\ WKH +RXVH RI /RUGV LQ 
)UDQNOLQ Y 0LQLVWHU RI 7RZQ DQG &RXQW\ 3ODQQLQJ >1�47@ $& 87. 7KH 1HZ 7RZQV $FW 
1�46 HQDEOHG WKH 0LQLVWHU WR PDNH DQ RUGHU LQ WKH QDWLRQDO LQWHUHVW, GHVLJQDWLQJ DQ DUHD 
RI ODQG IRU GHYHORSPHQW DV D QHZ WRZQ E\ D GHGLFDWHG VWDWXWRU\ FRUSRUDWLRQ. 2EMHFWLRQV 
FRXOG EH PDGH WR D GUDIW RUGHU. 7KH 0LQLVWHU ZDV UHTXLUHG WR FRQVLGHU D UHSRUW IURP DQ 
LQVSHFWRU RQ D SXEOLF LQTXLU\ LQWR DQ\ VXFK REMHFWLRQV EHIRUH ILQDOO\ GHFLGLQJ ZKHWKHU 
WR PDNH  WKH  RUGHU.  7KH FKDOOHQJH UHODWHG WR  DQ RUGHU GHVLJQDWLQJ WKH QHZ WRZQ RI 
6WHYHQDJH. 7KH FODLPDQW UHOLHG XSRQ D SUHVV VWDWHPHQW LVVXHG E\ WKH 0LQLVWHU DQG WKH 
UHPDUNV KH PDGH DW D SXEOLF PHHWLQJ LQ WKH DUHD ZKLOH WKH %LOO ZKLFK EHFDPH WKH 1�46 
$FW ZDV EHIRUH 3DUOLDPHQW, WR DUJXH WKDW WKH RUGHU KH VXEVHTXHQWO\ PDGH ZDV YLWLDWHG 
E\ SUHGHWHUPLQDWLRQ. 

521.  /RUG 7KDQNHUWRQ UHPDUNHG WKDW LW ZDV REYLRXV WKDW, EHIRUH WKH GUDIW RUGHU KDG EHHQ  
PDGH, WKH 0LQLVWHU ZRXOG KDYH PDGH HODERUDWH LQTXLULHV DQG FRQVXOWHG WKH ORFDO 
DXWKRULWLHV DIIHFWHG DQG RWKHU *RYHUQPHQW GHSDUWPHQWV. 7KHUH ZDV DQ LPSOLFLW 
UHTXLUHPHQW IRU WKH 0LQLVWHU WR VDWLVI\ KLPVHOI WKDW WKH SURSRVHG VFKHPH ZDV ³VRXQG´ 
EHIRUH WDNLQJ ³WKH VHULRXV VWHS RI LVVXLQJ D GUDIW RUGHU´. 7KH SXUSRVH RI WKH SXEOLF 
LQTXLU\ LQWR REMHFWLRQV ZDV IRU WKH ³IXUWKHU LQIRUPDWLRQ´ RI WKH 0LQLVWHU EHIRUH KH JDYH 
ILQDO FRQVLGHUDWLRQ WR WKH VRXQGQHVV RI WKH VFKHPH (SDJH 102). 

522.  6RPH RI WKRVH DW WKH SXEOLF PHHWLQJ DWWHQGHG E\ WKH 0LQLVWHU ZHUH KRVWLOH WR WKH 
SURSRVDO. +HQFH, KH KDG UHVSRQGHG E\ VD\LQJ WKDW LW ZDV QR JRRG IRU WKHP WR MHHU 
EHFDXVH� 

 ³,W >L.H. WKH GHVLJQDWLRQ RI 6WHYHQDJH DV D QHZ WRZQ@ ZDV JRLQJ 
WR EH GRQH« >7@KH SURMHFW ZLOO JR IRUZDUG, EHFDXVH LW PXVW JR 
IRUZDUG.   ,W ZLOO GR VR PRUH VXUHO\ DQG PRUH VXFFHVVIXOO\ ZLWK 
\RXU KHOS DQG FR-RSHUDWLRQ. 6WHYHQDJH ZLOO LQ D VKRUW WLPH 
EHFRPH ZRUOG IDPRXV. 3HRSOH IURP DOO RYHU WKH ZRUOG ZLOO FRPH 
WR 6WHYHQDJH WR VHH KRZ ZH KHUH LQ WKLV FRXQWU\ DUH EXLOGLQJ IRU 
WKH QHZ ZD\ RI OLIH.´ 

7KH 0LQLVWHU DGGHG WKDW KH KDG D GXW\ WR SHUIRUP ZKLFK, KDYLQJ FRQVXOWHG DV IDU DV 
SRVVLEOH, KH ZRXOG QRW EH GHWHUUHG IURP SHUIRUPLQJ (SDJHV 104-105). 

523.  7KH +RXVH RI /RUGV KHOG WKDW, LQ FLUFXPVWDQFHV ZKHUH WKHUH ZDV QR HYLGHQFH RI WKH 
0LQLVWHU IDLOLQJ WR FRQVLGHU WKH ,QVSHFWRU¶V UHSRUW DQG REMHFWLRQV, WKH RQO\ SRVVLEOH 
JURXQG RI FKDOOHQJH ZDV WKDW ³KLV PLQG ZDV VR IRUHFORVHG WKDW KH JDYH QR JHQXLQH 
FRQVLGHUDWLRQ WR WKHP´. 7KH LVVXH ZDV ZKHWKHU KH KDG JHQXLQHO\ FRQVLGHUHG WKH 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

REMHFWLRQV DQG WKH UHSRUW (SDJH 103). ,W ZDV DOVR KHOG WKDW WKH WHUP ³ELDV´ VKRXOG EH 
FRQILQHG WR WKH H[HUFLVH RI MXGLFLDO RU TXDVL-MXGLFLDO IXQFWLRQV, ZKHUHDV WKH 0LQLVWHU KDG 
H[HUFLVHG DQ DGPLQLVWUDWLYH IXQFWLRQ. +DYLQJ UHIHUUHG WR DXWKRULWLHV ZKLFK OD\ GRZQ 
WKH SULQFLSOH WKDW MXGLFLDO GHFLVLRQ-PDNLQJ PXVW QRW EH WDLQWHG E\ DFWXDO RU DSSDUHQW 
ELDV, /RUG 7KDQNHUWRQ UHLWHUDWHG WKDW LQ WKH FRQWH[W RI WKH 0LQLVWHU¶V GHFLVLRQ, ³WKH RQO\ 
TXHVWLRQ LV ZKDW WKH >0LQLVWHU@ DFWXDOO\ GLG, WKDW LV, ZKHWKHU LQ IDFW KH GLG JHQXLQHO\ 
FRQVLGHU WKH UHSRUW DQG WKH REMHFWLRQV´ (SDJH 104). 

524.  7KH +RXVH RI /RUGV FRQVHTXHQWO\ KHOG WKDW WKH UHPDUNV FULWLFLVHG KDG EHHQ PDGH LQ D 
VSHHFK RI D SROLWLFDO QDWXUH DQG ZHUH LQVXIILFLHQW WR GHPRQVWUDWH D FORVHG PLQG.  7KH\ 
VKRZHG WKH 0LQLVWHU¶V ³YLHZ´ WKDW WKH OHJLVODWLRQ ZRXOG EH HQDFWHG, WKDW WKH 6WHYHQDJH 
SURMHFW ZRXOG JR IRUZDUG DV WKH ILUVW VFKHPH DQG DOVR KLV UHDFWLRQ WR KRVWLOH 
LQWHUUXSWLRQV. 7KH\ ZHUH QRW LQFRQVLVWHQW ZLWK WKH 0LQLVWHU KDYLQJ DQ LQWHQWLRQ WR FDUU\ 
RXW KLV GXWLHV XQGHU WKH 1�46 $FW SURSHUO\. $FFRUGLQJO\, WKH FODLPDQW KDG IDLOHG WR 
HVWDEOLVK WKDW WKH 0LQLVWHU ³KDG IRUHMXGJHG DQ\ JHQXLQH FRQVLGHUDWLRQ RI WKH REMHFWLRQV 
RU WKDW KH KDG QRW JHQXLQHO\ FRQVLGHUHG WKH REMHFWLRQV DW WKH ODWHU VWDJHV ZKHQ WKH\ ZHUH 
VXEPLWWHG WR KLP.´ (SDJH 105). 

525.  7KH DSSURDFK WDNHQ LQ )UDQNOLQ ZDV IROORZHG E\ WKH 6XSUHPH &RXUW LQ 5 
(%XFNLQJKDPVKLUH &RXQW\ &RXQFLO) Y 6HFUHWDU\ RI 6WDWH IRU 7UDQVSRUW >2014@ 8.6& 3� 
>2004@ 1 :/5 324, LQ ZKLFK /RUG 5HHG -6& (DW >103-4@) HPSKDVLVHG WKDW LW LV QHFHVVDU\ 
IRU WKH FRXUW WR WDNH LQWR DFFRXQW WKH FRQVWLWXWLRQDO SRVLWLRQ RI WKH GHFLVLRQ-PDNHU DV 
ZHOO DV WKH QDWXUH RI WKH GHFLVLRQ WDNHQ. +H GUHZ RQ WKH VSHHFK RI /RUG +RIIPDQ LQ 
$OFRQEXU\ (FLWHG DW SDUDJUDSK 153 DERYH) DW >6�@ DQG >74@� 

³,Q D GHPRFUDWLF FRXQWU\, GHFLVLRQV DV WR ZKDW WKH JHQHUDO 
LQWHUHVW UHTXLUHV DUH PDGH E\ GHPRFUDWLFDOO\ HOHFWHG ERGLHV RU 
SHUVRQV DFFRXQWDEOH WR WKHP. 

« 

« >$@ GHFLVLRQ DV WR WKH SXEOLF LQWHUHVW (ZKDW , VKDOO FDOO IRU VKRUW 
D µSROLF\ GHFLVLRQ¶) LV TXLWH GLIIHUHQW IURP D GHWHUPLQDWLRQ RI 
ULJKW. 7KH DGPLQLVWUDWRU PD\ KDYH D GXW\, LQ DFFRUGDQFH ZLWK WKH 
UXOH RI ODZ, WR EHKDYH IDLUO\ (µTXDVL-MXGLFLDOO\¶) LQ WKH GHFLVLRQ-
PDNLQJ SURFHGXUH. %XW WKH GHFLVLRQ LWVHOI  LV QRW D MXGLFLDO RU  
TXDVL-MXGLFLDO DFW. ,W GRHV QRW LQYROYH GHFLGLQJ EHWZHHQ WKH 
ULJKWV RU LQWHUHVWV RI SDUWLFXODU SHUVRQV.  ,W  LV WKH H[HUFLVH RI D 
SRZHU GHOHJDWHG E\ WKH SHRSOH DV D ZKROH WR GHFLGH ZKDW WKH 
SXEOLF LQWHUHVW UHTXLUHV.´ 

526.  ,Q /HZLV, WKH ORFDO DXWKRULW\ DUJXHG WKDW WKH FKDOOHQJH WR LWV GHWHUPLQDWLRQ RI DQ 
DSSOLFDWLRQ IRU SODQQLQJ SHUPLVVLRQ RQ WKH JURXQGV RI SUH-GHWHUPLQDWLRQ, FRXOG RQO\ 
VXFFHHG LI actual DQG QRW PHUHO\ apparent SUH-GHWHUPLQDWLRQ ZDV HVWDEOLVKHG (VHH >8�@).  
,W KDG SUHYLRXVO\ DGRSWHG D ORFDO SODQ, XQGHU ZKLFK ODQG LQ LWV RZQHUVKLS ZDV DOORFDWHG 
IRU PDMRU OHLVXUH XVH OLQNHG WR KRXVLQJ GHYHORSPHQW. 6XEVHTXHQWO\, WKH DXWKRULW\ 
HQWHUHG LQWR KHDGV RI WHUPV ZLWK GHYHORSPHQW SDUWQHUV ZKR PDGH DQ DSSOLFDWLRQ WR WKH 
DXWKRULW\ IRU SODQQLQJ SHUPLVVLRQ IRU WKH SURMHFW. 'HVSLWH WKH FRQWURYHUV\ WR ZKLFK WKH 
DSSOLFDWLRQ KDG JLYHQ ULVH, WKH DXWKRULW\ WRRN WKH GHFLVLRQ WR JUDQW SODQQLQJ SHUPLVVLRQ 
DQG DOVR WR HQWHU LQWR D GHYHORSPHQW DJUHHPHQW VKRUWO\ EHIRUH ORFDO JRYHUQPHQW 
HOHFWLRQV ZHUH KHOG. 7KH FODLPDQW VRXJKW WR TXDVK WKH JUDQW RI SODQQLQJ SHUPLVVLRQ RQ 
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WKH JURXQG WKDW WKHUH KDG EHHQ DQ appearance RI SUH-GHWHUPLQDWLRQ RQ WKH SDUW RI WKH 
SODQQLQJ FRPPLWWHH, LQ WKDW WKH\ appeared WR KDYH FRQVLGHUHG WKH DSSOLFDWLRQ ZLWK 
FORVHG PLQGV.  

527.  7KH &RXUW RI $SSHDO UHMHFWHG WKH FODLP RQ WKH PHULWV. %XW LQ GRLQJ VR, WKH\ KHOG WKDW 
DOWKRXJK ³DSSHDUDQFH´ JHQHUDOO\ KDG D PRUH OLPLWHG LPSRUWDQFH LQ WKLV DGPLQLVWUDWLYH 
FRQWH[W, DV FRPSDUHG ZLWK D MXGLFLDO FRQWH[W, LW ZDV LQDSSURSULDWH WR UHVWULFW WKLV W\SH RI 
FKDOOHQJH WR FDVHV RI actual SUH-GHWHUPLQDWLRQ DV D PDWWHU RI ODZ. ,QVWHDG, 3LOO /- (ZLWK 
ZKRP 5L[ DQG /RQJPRUH /-- DJUHHG DW >�8@ DQG >108@ UHVSHFWLYHO\) VDLG (DW >71@)� 

³,W LV IRU WKH FRXUW WR DVVHVV ZKHWKHU FRPPLWWHH PHPEHUV GLG 
PDNH WKH GHFLVLRQ ZLWK FORVHG PLQGV RU WKDW WKH FLUFXPVWDQFHV 
GLG JLYH ULVH WR VXFK D UHDO ULVN RI FORVHG PLQGV WKDW WKH GHFLVLRQ 
RXJKW QRW LQ WKH SXEOLF LQWHUHVW WR EH XSKHOG.´  

+RZHYHU, WKH FRXUW HPSKDVLVHG WKDW PHPEHUV RI WKH SODQQLQJ FRPPLWWHH KDG EHHQ 
HQWLWOHG WR KDYH D SUHGLVSRVLWLRQ LQ IDYRXU RI JUDQWLQJ SODQQLQJ SHUPLVVLRQ.  
3UHGLVSRVLWLRQ ZDV WR EH GLVWLQJXLVKHG IURP DFWXDO RU DSSDUHQW SUH-GHWHUPLQDWLRQ (VHH 
>63@, >�5@ DQG >106@). 

528.  3LOO /- UHIHUUHG WR WKH UROH RI FRXQFLOORUV ZKR DUH HOHFWHG WR LPSOHPHQW SODQQLQJ 
SROLFLHV. )RU H[DPSOH, WKH\ PD\ WDNH SDUW LQ GHEDWHV ZKLFK PD\ OHDG WR WKH FRXQFLO 
PDNLQJ SODQQLQJ DSSOLFDWLRQV WR LWVHOI. 7KH\ PD\ KDYH D SUHGLVSRVLWLRQ LQ IDYRXU RI 
JUDQWLQJ SHUPLVVLRQ. *LYHQ WKHLU UROH ZLWKLQ ORFDO JRYHUQPHQW, ³FOHDU SRLQWHUV´ DUH 
UHTXLUHG EHIRUH WKH FRXUW PD\ GUDZ DQ LQIHUHQFH IURP WKH FLUFXPVWDQFHV WKDW WKH\ KHOG 
D FORVHG, RU DSSDUHQWO\ FORVHG, PLQG DW WKH WLPH RI WKH GHFLVLRQ (VHH >63@). 7KH IDFW WKDW 
HOHFWLRQV ZHUH LPPLQHQW DQG WKDW WKHUH ZDV D ULVN RI WKH PDMRULW\ SDUW\ ORVLQJ SRZHU 
ZDV LQVXIILFLHQW WR MXVWLI\ VXFK LQIHUHQFH (VHH >64-65@). 7KH FRXQFLOORUV¶ FRQVWLWXWLRQDO 
SRVLWLRQ ERUH VRPH VLPLODULWLHV ZLWK WKDW RI PLQLVWHUV WDNLQJ GHFLVLRQV RQ SODQQLQJ 
LVVXHV RQ ZKLFK WKH\ KDYH SROLWLFDO YLHZV DQG SROLFLHV (VHH >66@). &RXQFLOORUV DUH 
HOHFWHG WR SURYLGH DQG SXUVXH SROLFLHV (VHH >6�@). 3LOO /- ZDUQHG WKDW FDUH LV QHHGHG 
ZKHQ DSSO\LQJ WKH IDLU-PLQGHG RU QRWLRQDO REVHUYHU WHVW WR DOOHJDWLRQV RI apparent SUH-
GHWHUPLQDWLRQ, EHFDXVH WKHUH LV D GDQJHU WKDW WKH FRQVWLWXWLRQDO UROH RI FRXQFLOORUV PD\ 
QRW EH IXOO\ WDNHQ LQWR DFFRXQW. )RU H[DPSOH, D FRXQFLOORU HOHFWHG RQ D SUR-VFKHPH 
PDQLIHVWR LV QRW IRU WKDW UHDVRQ DORQH XQDEOH WR SDUWLFLSDWH LQ D GHFLVLRQ  WR JUDQW  
SHUPLVVLRQ IRU WKDW VFKHPH (VHH >68@ DQG >70@).   

52�.  5L[ /- DFNQRZOHGJHG WKDW WKH DSSDUHQW ELDV RU SUH-GHWHUPLQDWLRQ WHVW LQYROYHV WKH ULVN 
WKDW LW LV WRR HDV\ WR SDVV IURP D SHUPLVVLEOH DSSHDUDQFH RI SUHGLVSRVLWLRQ WR DQ 
LPSHUPLVVLEOH UHDO SRVVLELOLW\ RI SUH-GHWHUPLQDWLRQ, EXW KH FRQVLGHUHG WKDW WKH WHVW LV 
QRQHWKHOHVV DSSURSULDWH VR ORQJ DV LW LV ERUQH IXOO\ LQ PLQG WKDW LW KDV WR EH DSSOLHG LQ D 
UDQJH RI YHU\ GLIIHUHQW FLUFXPVWDQFHV ZKLFK PD\ KDYH DQ LPSRUWDQW RU HYHQ GHFLVLYH 
EHDULQJ RQ WKH RXWFRPH (VHH >�2@->�3@). 'HPRFUDWLFDOO\ DFFRXQWDEOH GHFLVLRQ-PDNHUV 
DUH QRW H[SHFWHG WR EH LQGHSHQGHQW RU LPSDUWLDO MXVW DV LI WKH\ ZHUH MXGJHV RU TXDVL-
MXGJHV. 7KH\ KDYH SROLWLFDO DOOHJLDQFHV DQG WKHLU SROLWLFV ZLOO LQYROYH SROLFLHV. 7KH\ 
DUH QRW UHTXLUHG WR EH LPSDUWLDO, EXW WR DGGUHVV WKH SODQQLQJ LVVXHV EHIRUH WKHP IDLUO\ 
DQG RQ WKHLU PHULWV, HYHQ WKRXJK WKH\ PD\ DSSURDFK WKHP ZLWK D SUHGLVSRVLWLRQ LQ 
IDYRXU RI RQH VLGH RI DQ DUJXPHQW RU WKH RWKHU (VHH >�4@->�5@). 
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530.  +H VDLG WKDW WKH IRFXV LV RQ ZKHWKHU WKH GHFLVLRQ-PDNHU¶V PLQG LV FORVHG RU DSSHDUV WR 
EH FORVHG. 7KH DGRSWLRQ RI SROLFLHV VXSSRUWLQJ D SODQQLQJ SURSRVDO ZRXOG QRW E\ LWVHOI 
VXIILFH WR VKRZ D UHDO SRVVLELOLW\ RI SUH-GHWHUPLQDWLRQ. 

³�6. « 6RPHWKLQJ PRUH LV UHTXLUHG, VRPHWKLQJ ZKLFK JRHV WR 
WKH DSSHDUDQFH RI D SUHGHWHUPLQHG, FORVHG PLQG LQ WKH GHFLVLRQ-
PDNLQJ LWVHOI. , WKLQN WKDW &ROOLQV - SXW LW ZHOO LQ 5 (,VODQG )DUP 
'HYHORSPHQW /WG) Y %ULGJHQG &RXQW\ %RURXJK &RXQFLO >2006@ 
(:+& 218� ($GPLQ)� >2007@ /*5 60 ZKHQ KH VDLG, DW >31@-
>32@� 

µ31. 7KH UHDOLW\ LV WKDW FRXQFLOORUV PXVW EH WUXVWHG WR DELGH 
E\ WKH UXOHV ZKLFK WKH ODZ OD\V GRZQ, QDPHO\ WKDW, 
ZKDWHYHU WKHLU YLHZV, WKH\ PXVW DSSURDFK WKHLU GHFLVLRQ-
PDNLQJ ZLWK DQ RSHQ PLQG LQ WKH VHQVH WKDW WKH\ PXVW KDYH 
UHJDUG WR DOO PDWHULDO FRQVLGHUDWLRQV DQG EH SUHSDUHG WR 
FKDQJH WKHLU YLHZV LI SHUVXDGHG WKDW WKH\ VKRXOG« XQOHVV 
WKHUH LV SRVLWLYH HYLGHQFH WR VKRZ WKDW WKHUH ZDV LQGHHG D 
FORVHG PLQG, , GR QRW WKLQN WKDW SULRU REVHUYDWLRQV RU 
DSSDUHQW IDYRXULQJ RI D SDUWLFXODU GHFLVLRQ ZLOO VXIILFH WR 
SHUVXDGH D FRXUW WR TXDVK WKH GHFLVLRQ. 

32. ,W PD\ EH WKDW, DVVXPLQJ WKH 3RUWHU Y 0DJLOO WHVW 
LV DSSOLFDEOH, WKH IDLU-PLQGHG DQG LQIRUPHG REVHUYHU PXVW 
EH WDNHQ WR DSSUHFLDWH WKDW SUHGLVSRVLWLRQ LV QRW 
SUHGHWHUPLQDWLRQ DQG WKDW FRXQFLOORUV FDQ EH DVVXPHG WR EH 
DZDUH RI WKHLU REOLJDWLRQV. 

�7. ,Q FRQWH[W , LQWHUSUHW &ROOLQV -¶V UHIHUHQFH WR µSRVLWLYH 
HYLGHQFH WR VKRZ WKDW WKHUH ZDV LQGHHG D FORVHG PLQG¶ DV 
UHIHUULQJ WR VXFK HYLGHQFH DV ZRXOG VXJJHVW WR WKH IDLU-PLQGHG 
DQG LQIRUPHG REVHUYHU WKH UHDO SRVVLELOLW\ WKDW WKH FRXQFLOORU LQ 
TXHVWLRQ KDG DEDQGRQHG KLV REOLJDWLRQV, DV VR XQGHUVWRRG. 2I 
FRXUVH, WKH DVVHVVPHQW KDV WR EH PDGH E\ WKH FRXUW, DVVLVWHG E\ 
HYLGHQFH RQ ERWK VLGHV, EXW WKH WHVW LV SXW LQ WHUPV RI WKH REVHUYHU 
WR HPSKDVLVH WKH YLHZ-SRLQW WKDW WKH FRXUW LV UHTXLUHG WR DGRSW.  
,W QHHG  KDUGO\ EH  VDLG WKDW  WKH  YLHZ-SRLQW LV QRW WKDW RI WKH 
FRPSODLQDQW.´ 

531.  5L[ /- DOVR (DW >��@) UHOLHG XSRQ WKH DQDO\VLV LQ 'H 6PLWK¶V -XGLFLDO 5HYLHZ (QRZ WR EH 
IRXQG LQ WKH 8WK HGLWLRQ DW SDUDJUDSKV 10-076 WR 10-086), ZKLFK UHFRJQLVHV WKDW VRPH 
GHFLVLRQ-PDNHUV DUH SHUPLWWHG WR H[KLELW FHUWDLQ NLQGV RI ELDV ZKHQ H[HUFLVLQJ WKHLU 
MXGJPHQW, IRU H[DPSOH, GHFLVLRQV E\ SHUVRQV RU DXWKRULWLHV HPSRZHUHG WR LQLWLDWH D 
SURSRVDO DQG WKHQ WR SURFHHG ZLWK LW LQ WKH IDFH RI REMHFWLRQV. 7KH OHDUQHG DXWKRUV OLQN 
WKLV WR WKH ³GRFWULQH RI QHFHVVLW\´ (VHH SDUDJUDSKV 10-070 WR 10-075), WR ZKLFK 0U 
0DXULFL DOVR UHIHUUHG LQ RUDO VXEPLVVLRQV. 

532.  /RQJPRUH /- VDLG (DW >102@)�  

³7KH IXQGDPHQWDO UXOH RI QDWXUDO MXVWLFH WKDW QR RQH VKRXOG EH D 
MXGJH LQ KLV RZQ FDXVH KDV EHHQ WKH VXEMHFW RI FRQVLGHUDEOH 
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HODERUDWLRQ RYHU WKH \HDUV. ,W LV D[LRPDWLF WKDW QR SHUVRQ PDNLQJ 
D GHFLVLRQ ZKLFK LV VXEMHFW WR MXGLFLDO UHYLHZ VKRXOG LQ IDFW EH 
ELDVHG� LQ PRVW FDVHV LW LV D[LRPDWLF WKDW WKHUH VKRXOG DOVR EH QR 
DSSHDUDQFH RI ELDV LQ WKH VHQVH WKDW D GHFLVLRQ ZLOO EH OLDEOH WR 
EH TXDVKHG LI D IDLU-PLQGHG REVHUYHU, NQRZLQJ DOO WKH UHOHYDQW 
IDFWV, ZRXOG WKLQN WKDW WKHUH ZDV D UHDO SRVVLELOLW\ WKDW WKH 
GHFLVLRQ-PDNHU ZRXOG EH ELDVHG. 7KLV ODWWHU SURSRVLWLRQ KDV, 
KRZHYHU, EHHQ TXDOLILHG LQ FDVHV LQ ZKLFK DOOHJDWLRQV RI ZKDW , 
PD\ FDOO LQVWLWXWLRQDO RU VWUXFWXUDO ELDV DUH PDGH. 7KHQ LW LV QRW 
RSHQ WR D OLWLJDQW WR VD\ WKDW D SHUVRQ RU ERG\ HQWUXVWHG E\ 
3DUOLDPHQW WR PDNH D GHFLVLRQ FDQQRW EH DOORZHG WR GR VR 
EHFDXVH WKHUH LV D UHDO SRVVLELOLW\ RI ELDV, SURYLGHG WKDW WKHUH DUH 
VXIILFLHQW VDIHJXDUGV LQ SODFH WR HQVXUH WKDW WKH GHFLVLRQ LV 
ODZIXO� VHH >$OFRQEXU\@.´ 

533.  +DYLQJ VWDWHG WKDW SUHGLVSRVLWLRQ WRZDUGV D SDUWLFXODU RXWFRPH LV QRW REMHFWLRQDEOH (DW 
>106@), /RQJPRUH /- ZHQW RQ (LQ >107@)� 

³:KDW LV REMHFWLRQDEOH, KRZHYHU, LV µSUH-GHWHUPLQDWLRQ¶ LQ WKH 
VHQVH , KDYH DOUHDG\ VWDWHG, QDPHO\, WKDW D UHOHYDQW GHFLVLRQ-
PDNHU PDGH XS KLV RU KHU PLQG ILQDOO\ DW WRR HDUO\ D VWDJH.  7KDW 
LV QRW WR VD\ WKDW VRPH DUJXPHQWV FDQQRW EH UHJDUGHG E\ DQ\ 
LQGLYLGXDO PHPEHU RI WKH SODQQLQJ DXWKRULW\ DV FORVHG EHIRUH 
(SHUKDSV ZHOO EHIRUH) WKH GD\ RI GHFLVLRQ, SURYLGHG WKDW VXFK 
DUJXPHQWV KDYH EHHQ SURSHUO\ FRQVLGHUHG. %XW LW LV LPSRUWDQW 
WKDW WKH PLQGV RI PHPEHUV EH RSHQ WR DQ\ QHZ DUJXPHQW DW DOO 
WLPHV XS WR WKH PRPHQW RI GHFLVLRQ.´ 

+H GHILQHG µSUH-GHWHUPLQDWLRQ¶ (DW >105@) DV IROORZV� 

³7KH SDUWLFXODU NLQG RI DSSDUHQW ELDV, WKH UHDO ULVN RI ZKLFK ZDV 
DOOHJHG (DQG IRXQG E\ WKH MXGJH) WR H[LVW LQ WKH SUHVHQW FDVH, LV 
WKDW RI µSUH-GHWHUPLQDWLRQ¶ QDPHO\, WKDW RQH RU PRUH PHPEHUV RI 
WKH GHFLVLRQ-PDNLQJ FRPPLWWHH KDG PDGH XS WKHLU PLQGV DQG 
FRPH WR D GHWHUPLQDWLRQ EHIRUH WKH ULJKW PRPHQW IRU GHFLVLRQ 
KDG FRPH.´ 

534.  $OWKRXJK /RQJPRUH /- DJUHHG WKDW apparent DV ZHOO DV actual SUH-GHWHUPLQDWLRQ FRXOG 
EH UHOLHG XSRQ WR FKDOOHQJH WKH GHFLVLRQV RI ORFDO SODQQLQJ DXWKRULWLHV, KH DFFHSWHG WKDW 
D OHVV H[DFWLQJ DSSURDFK PLJKW EH MXVWLILDEOH LQ UHODWLRQ WR PLQLVWHULDO GHFLVLRQV. +H 
VDLG (DW >111@)� 

³3ODQQLQJ GHFLVLRQV HQWUXVWHG WR D ORFDO DXWKRULW\ DUH YHU\ 
GLIIHUHQW IURP PLQLVWHULDO GHFLVLRQV WDNHQ E\ JRYHUQPHQW DQG , 
GR QRW FRQVLGHU WKDW DXWKRULWLHV UHODWLQJ WR DSSDUHQW 
SUHGHWHUPLQDWLRQ LQ WKDW ODWWHU FRQWH[W FDQ DXWRPDWLFDOO\ DSSO\ WR 
WKH IRUPHU FRQWH[W VLQFH WKH ULVN RI ELDV LV LQVWLWXWLRQDOO\ SUHVHQW 
DQG SHUPLWWHG WR EH VR E\ WKH UHOHYDQW OHJLVODWLRQ. 7KH 
&5(('1= ,QF FDVH LV YHU\ VLPLODU WR >$OFRQEXU\@ DQG FDQQRW 
FDUU\ 0U 'UDEEOH KRPH LQ WKH SUHVHQW FDVH.´ 
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535.  &RXQVHOV¶ GLOLJHQW UHVHDUFKHV KDYH QRW IRXQG DQ\ GRPHVWLF FDVH ODZ UHO\LQJ XSRQ WKH 
DQDO\VLV LQ &5(('1= WR KROG WKDW D SUH-GHWHUPLQDWLRQ FKDOOHQJH WR D PLQLVWHULDO 
GHFLVLRQ FDQ RQO\ VXFFHHG LI DQ DFWXDO FORVHG PLQG, UDWKHU WKDQ DQ DSSHDUDQFH RI D FORVHG 
PLQG, LV HVWDEOLVKHG. :H DFFHSW WKDW WKDW DSSHDUV WR KDYH EHHQ WKH JLVW RI )UDQNOLQ� EXW 
WKDW ZDV RQO\ LQ WKH FRQWH[W RI DUJXPHQW ZKLFK GUHZ D VWUDLJKWIRUZDUG GLVWLQFWLRQ 
EHWZHHQ GHFLVLRQ-PDNLQJ LQ WKH FRQWH[W RI MXGLFLDO/TXDVL-MXGLFLDO IXQFWLRQV RQ WKH RQH 
KDQG DQG DGPLQLVWUDWLYH IXQFWLRQV RQ WKH RWKHU. :H VHH IRUFH LQ WKH UHDVRQLQJ LQ 
&5(('1=, DQG RI /RQJPRUH /- LQ /HZLV� EXW WKHVH DUH PDWWHUV ZKLFK UHTXLUH WR EH 
DUJXHG DQG FRQVLGHUHG PRUH IXOO\.  )RU WKH SXUSRVHV RI WKLV MXGJPHQW, ZH ZLOO SURFHHG 
RQ WKH EDVLV WKDW HLWKHU DFWXDO RU DSSDUHQW SUH-GHWHUPLQDWLRQ FRXOG LQ SULQFLSOH VXIILFH 
WR HVWDEOLVK D JURXQG RI FKDOOHQJH. 

'LVFXVVLRQ 

536.  ,Q KLV ZLWQHVV VWDWHPHQWV, &RXQFLOORU 3XGGLIRRW KHOSIXOO\ VHW RXW VWDWHPHQWV PDGH E\ 
WKH 6HFUHWDU\ RI 6WDWH ZKLFK DUH UHOLHG XSRQ LQ RUGHU WR VXSSRUW WKLV JURXQG RI FKDOOHQJH.  
,W LV XQQHFHVVDU\ IRU XV WR VHW RXW LQ WKLV MXGJPHQW HYHU\ SDVVDJH LQ VWDWHPHQWV PDGH E\ 
WKH 6HFUHWDU\ RI 6WDWH ZKLFK ZH KDYH EHHQ DVNHG WR FRQVLGHU. ,W LV VXIILFLHQW WR VHW RXW 
D IHZ RI WKHP ± WKH RQHV ZKLFK WKH +LOOLQJGRQ &ODLPDQWV FRQVLGHUHG WKH VWURQJHU ± E\ 
ZD\ RI H[DPSOH. 

537.  &RXQFLOORU 3XGGLIRRW UHIHUV WR D SUHVV UHOHDVH LVVXHG RQ DERXW 25 2FWREHU 2016�  

³7KH VFKHPH >D QHZ UXQZD\ DW +HDWKURZ@ ZLOO QRZ EH WDNHQ 
IRUZDUG LQ WKH IRUP RI D GUDIW ³1DWLRQDO 3ROLF\ 6WDWHPHQW´ (136) 
IRU FRQVXOWDWLRQ´ 

+H VXJJHVWV WKDW WKLV LQGLFDWHV WKH YLHZ WKDW WKH 6HFUHWDU\ RI 6WDWH FRQVLGHUHG WKHUH WR 
EH RQO\ RQH RSWLRQ, L.H. WKH 1:5 6FKHPH� DQG VR KDG PDGH KLV PLQG XS.   

538.  +RZHYHU, ZH GR QRW FRQVLGHU WKLV WR EH D IDLU DQG SURSHU XQGHUVWDQGLQJ RI WKH VWDWHPHQW, 
SDUWLFXODUO\ ZKHQ LW LV UHDG LQ FRQWH[W. (YHQ ZKHQ WKH GUDIW $136 ZDV SXEOLVKHG LQ 
)HEUXDU\ 2017, WKH 1:5 6FKHPH ZDV LGHQWLILHG DV WKH ³SUHIHUUHG´ VFKHPH.  $OWKRXJK 
WKH $136 H[SODLQHG ZK\ WKH H[SDQVLRQ RI *DWZLFN ZRXOG QRW PHHW ³WKH KXE REMHFWLYH´, 
DQG ZK\ WKH 1:5 6FKHPH ZDV DOVR SUHIHUUHG DV DJDLQVW WKH (15 6FKHPH DW +HDWKURZ, 
WKHVH YLHZV ZHUH, DV WKH SUHVV VWDWHPHQW KDG LQGLFDWHG, VXEMHFW WR FRQVXOWDWLRQ. 
+RZHYHU, DV ZH KDYH H[SODLQHG DERYH (VHH SDUDJUDSKV 318-31�), WKH FRQVXOWDWLRQ 
SURFHVV OHIW RSHQ WKH SRVVLELOLW\ RI FRQVXOWHHV (H.J. *$/) SHUVXDGLQJ WKH 6HFUHWDU\ RI 
6WDWH WKDW HLWKHU OHVV LPSRUWDQFH VKRXOG EH JLYHQ WR WKH ³KXE REMHFWLYH´ RU WKDW *DWZLFN 
FRXOG PHHW WKDW REMHFWLYH. ,Q RXU YLHZ, WKH SUHVV VWDWHPHQW GRHV QRW LQGLFDWH D FORVHG 
PLQG RU D UHDO ULVN RI D FORVHG PLQG, ZKHWKHU UHDG E\ LWVHOI RU LQ FRQMXQFWLRQ ZLWK DOO 
WKH RWKHU PDWHULDO UHOLHG XSRQ LQ VXSSRUW RI WKLV FKDOOHQJH. 7KLV PDWHULDO LV HQWLUHO\ 
FRQVLVWHQW ZLWK WKH 6HFUHWDU\ RI 6WDWH EHLQJ RSHQ WR SHUVXDVLRQ WR DOWHU WKH SURSRVHG 
SROLF\ LQ WKH OLJKW RI WKH FRQVXOWDWLRQ UHVSRQVHV UHFHLYHG. 

53�.  2Q 21 1RYHPEHU 2016 WKH 6HFUHWDU\ RI 6WDWH PDGH D VSHHFK WR WKH $LUSRUW 2SHUDWRUV 
$VVRFLDWLRQ &RQIHUHQFH LQ ZKLFK KH VDLG� 

³« >2@Q 2FWREHU 25WK , DQQRXQFHG WKH JRYHUQPHQW¶V VXSSRUW 
IRU D QHZ QRUWKZHVW UXQZD\ DW +HDWKURZ. 7KHUH ZHUH 3 JRRG 
SURSRVDOV RQ WKH WDEOH. %XW WKH QHZ UXQZD\ DW +HDWKURZ ZDV WKH 
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ULJKW GHFLVLRQ ± IRU %ULWDLQ DQG WKH DYLDWLRQ LQGXVWU\. :LWK URRP 
IRU DQ H[WUD 260,000 DLUFUDIW PRYHPHQWV D \HDU, WKH QHZ UXQZD\ 
ZLOO GHOLYHU PRUH IOLJKWV, PRUH GHVWLQDWLRQV DQG PRUH JURZWK.  
7KH EHQHILWV WR SDVVHQJHUV DQG WKH ZLGHU HFRQRP\ ZLOO EH ZRUWK 
XS WR �61 ELOOLRQ. ,W ZLOO EULQJ PRUH EXVLQHVV DQG WRXULVP WR 
%ULWDLQ, DQG RIIHU PRUH ORQJ-KDXO IOLJKWV WR QHZ PDUNHWV. %\ 
H[SDQGLQJ +HDWKURZ, ZH ZLOO VKRZ WKDW ZH DUH RSHQ IRU 
EXVLQHVV, FRQILGHQW DERXW ZKR ZH DUH DV D FRXQWU\, DQG UHDG\ WR 
WUDGH ZLWK WKH UHVW RI WKH ZRUOG. $QG WKH SURMHFW ZLOO LQFOXGH D 
ZRUOG-OHDGLQJ SDFNDJH RI FRPSHQVDWLRQ DQG PLWLJDWLRQ IRU ORFDO 
FRPPXQLWLHV. :RUWK XS WR �2.6 ELOOLRQ, LW ZLOO DGGUHVV DLU 
TXDOLW\, QRLVH GLVWXUEDQFH DQG SURYLGH JHQHURXV FRPSHQVDWLRQ 
IRU DQ\ ORVV RI KRPHV. $QG ZH¶UH JRLQJ WR JHW FUDFNLQJ EXLOGLQJ 
WKH QHZ UXQZD\ DV VRRQ DV SRVVLEOH. 7KDW¶V ZK\ ZH¶UH GHOLYHULQJ 
LW XVLQJ >DQ 136@. 2QFH WKH VWDWHPHQW KDV EHHQ GHVLJQDWHG E\ D 
YRWH LQ WKH +RXVH RI &RPPRQV, ZH ZLOO JUDQW D GHYHORSPHQW 
FRQVHQW RUGHU DQG WKH DLUSRUW RSHUDWRU FDQ VXEPLW D GHWDLOHG 
SODQQLQJ DSSOLFDWLRQ, FRQILGHQW WKDW WKH KLJK-OHYHO DUJXPHQWV DUH 
VHWWOHG DQG ZRQ¶W EH UH-RSHQHG E\ WKH SODQQLQJ LQVSHFWRU.´ 

7KH FRPSODLQW LV WKDW WKDW VSHHFK ZHQW IXUWKHU WKDQ PHUHO\ H[SODLQLQJ WKH UHDVRQV IRU 
WKH *RYHUQPHQW¶V SROLF\ SUHIHUHQFH. ,W FRQWDLQV VWDWHPHQWV RI LQWHQW WKDW WKH QHZ 
UXQZD\ ZRXOG EH EXLOW DV VRRQ DV SRVVLEOH DQG WKDW ³ZH DUH GHOLYHULQJ LW´.   

540.  +RZHYHU, WKHVH VWURQJO\ H[SUHVVHG VWDWHPHQWV, DQG RWKHUV LQ WKH VDPH VSHHFK, ZHUH DOO 
XWWHUHG LQ WKH FRQWH[W RI WKH VWDWXWRU\ SURFHVV IRU WKH GHVLJQDWLRQ RI WKH 136 SURSRVHG 
E\ WKH 6HFUHWDU\ RI 6WDWH. -XVW DV LQ &5(('1= DQG )UDQNOLQ, VWDWHPHQWV RI WKLV QDWXUH 
DUH VLPSO\ LQVXIILFLHQW WR VKRZ WKDW WKH GHFLVLRQ-PDNHU KDG DOUHDG\ PDGH XS KLV PLQG 
DQG ZDV QRW RSHQ WR SHUVXDVLRQ, VR WKDW WKHUH ZRXOG EH QR JHQXLQH FRQVLGHUDWLRQ RI 
REMHFWLRQV DQG UHSUHVHQWDWLRQV LQ WKH FRQVXOWDWLRQ SURFHVV. 

541.  7KHUH DUH WKUHH IXUWKHU SDVVDJHV SDUWLFXODUO\ UHOLHG XSRQ. )LUVW, LQ D VSHHFK WR WKH 
&RQVHUYDWLYH 3DUW\ FRQIHUHQFH RQ 2 2FWREHU 2017 (TXRWHG LQ 3XGGLIRRW 1, SDUDJUDSK 
141), WKH 6HFUHWDU\ RI 6WDWH LV UHSRUWHG DV VD\LQJ� 

³, ZDV SURXG WR EH WKH 7UDQVSRUW 6HFUHWDU\ ZKR DQQRXQFHG WKDW 
ZH LQWHQG WR JR DKHDG DQG EXLOG D WKLUG UXQZD\ DW +HDWKURZ 
$LUSRUW. 6XEMHFW WR WKH QHFHVVDU\ FRQVXOWDWLRQ ZRUN DQG VHFXULQJ 
WKH EDFNLQJ RI 3DUOLDPHQW, ZH DUH DLPLQJ WR JLYH LW WKH IRUPDO 
JR-DKHDG LQ WKH ILUVW KDOI RI QH[W \HDU.´ 

542.  6HFRQG, LQ DQ H[WUDFW IURP KLV VSHHFK WR ³$LUOLQHV 8.´ RQ 24 -DQXDU\ 2018 (TXRWHG LQ 
3XGGLIRRW 1, SDUDJUDSK 143), WKH 6HFUHWDU\ RI 6WDWH VDLG�  

³:H DUH FXUUHQWO\ FRQVLGHULQJ UHVSRQVHV WR WKH GUDIW >$136@.  
3ODQV UHPDLQ RQ WUDFN IRU D YRWH LQ 3DUOLDPHQW LQ WKH ILUVW KDOI RI 
WKLV \HDU.   +RZHYHU, , DOVR ZDQW WR VWUHVV WKDW QRZ LV QRW WKH WLPH 
WR XQGHUPLQH WKH VFKHPH LQ DQ\ ZD\. 8QWLO WKH 3DUOLDPHQWDU\ 
SURFHVV LV FRPSOHWH DQG WKH YRWH LQ 3DUOLDPHQW KDV EHHQ 
GHOLYHUHG, ZH QHHG WKH ZKROH DYLDWLRQ LQGXVWU\ WR VXSSRUW WKH 
QHZ UXQZD\. :LWK VXFK PDQLIHVW EHQHILWV IRU DLUOLQHV, RWKHU 8. 
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DLUSRUWV, DQG WKH ZLGHU HFRQRP\, ZH QHHG WR NHHS IRFXVHG RQ WKH 
SUL]H WR FRPH DQG ZRUN WRJHWKHU DV DQ LQGXVWU\ WR GHOLYHU WKH 
ULJKW H[SDQVLRQ SURJUDPPH DW WKH ULJKW SULFH.´ 

543.  7KLUG, LQ DQRWKHU VSHHFK WR $LUOLQHV 8., WKLV WLPH RQ 24 0D\ 2018 DQG QRW ORQJ EHIRUH 
WKH $136 ZDV GHVLJQDWHG (TXRWHG LQ 3XGGLIRRW 1, SDUDJUDSKV 145-146), WKH 6HFUHWDU\ 
RI 6WDWH VDLG� 

³'HVSLWH FRXQWOHVV FRQVXOWDWLRQV, LQTXLULHV, FRPPLVVLRQV, 
UHSRUWV DQG ZKLWH SDSHUV« WKH NH\ TXHVWLRQ RI KRZ ZH VHFXUH 
RXU ORQJ-WHUP KXE FDSDFLW\ LQ WKH VRXWK-HDVW«DQG PDLQWDLQ 
/RQGRQ¶V SRVLWLRQ DV RQH RI WKH EHVW-FRQQHFWHG FLWLHV LQ WKH 
ZRUOG«UHPDLQV XQDQVZHUHG. %XW WRGD\ DV WKH JRYHUQPHQW 
PDNHV LWV ILQDO FRQVLGHUDWLRQV DKHDG RI D OLNHO\ YRWH LQ 
3DUOLDPHQW WKLV VXPPHU RQ WKH QHZ UXQZD\ DW +HDWKURZ, ZH DUH 
FORVHU WKDQ HYHU EHIRUH WR SURYLGLQJ WKDW DQVZHU« DQG GHOLYHULQJ 
WKH ORQJ-WHUP FDSDFLW\« WKDW SDVVHQJHUV QHHG« WKDW DLUOLQHV 
QHHG« WKDW /RQGRQ QHHGV« DQG WKDW WKH ZKROH FRXQWU\ QHHGV.  
, FDQQRW RI FRXUVH SUH-HPSW WKH *RYHUQPHQW¶V ILQDO GHFLVLRQ.  
7KDW ZLOO FRPH DIWHU FDUHIXOO\ FRQVLGHULQJ DOO WKH FRQVXOWDWLRQ 
UHVSRQVHV DQG WKH 7UDQVSRUW &RPPLWWHH¶V UHFRPPHQGDWLRQV. 

« 

%XW WKDW GRHVQ¶W PHDQ ZH FDQ¶W FRQWLQXH WR EXLOG VXSSRUW IRU WKH 
SURMHFW DW WKLV ODWH VWDJH. 1R PDWWHU KRZ IDPLOLDU ZH DUH ZLWK LWV 
EHQHILWV« ,W LV DEVROXWHO\ YLWDO WKDW ZH NHHS DUWLFXODWLQJ WKH FDVH 
IRU WKH SURSRVHG UXQZD\« *HWWLQJ RXU PHVVDJHV DFURVV WR WKRVH 
ZKR PD\ EH XQDZDUH RI WKH KXJH HFRQRPLF LPSOLFDWLRQV RI WKLV 
GHFLVLRQ. $ERYH DOO, WKLV LV D GHFLVLRQ WKDW VKRXOG EH WDNHQ LQ WKH 
QDWLRQDO LQWHUHVW, D PDVVLYH LQIUDVWUXFWXUH VFKHPH WKDW ZRXOG 
FUHDWH WHQV RI WKRXVDQGV RI ORFDO MREV DQG DSSUHQWLFHVKLSV DQG 
YHU\ PDQ\ PRUH LQ WKH ZLGHU HFRQRP\, WKDW ZRXOG LQFUHDVH 
FKRLFH DQG YDOXH, ZLWK FKHDSHU IDUHV DQG IHZHU GHOD\V IRU 
SDVVHQJHUV DQG WKDW ZRXOG ERRVW GRPHVWLF FRQQHFWLRQV, SOXJJLQJ 
HYHU\ UHJLRQ RI %ULWDLQ LQWR WKH JOREDO HFRQRP\. %XW 
3DUOLDPHQWDU\ VXSSRUW LV IDU IURP D GRQH GHDO. , FDQQRW VWUHVV WKDW 
HQRXJK. 6R RYHU WKH FRPLQJ GD\V DQG ZHHNV, ZH PXVW FRQWLQXH 
WR KDPPHU KRPH RXU PHVVDJH ZK\ QHZ KXE FDSDFLW\ LV VR 
LPSRUWDQW WR %ULWDLQ. :LWK +HDWKURZ DOUHDG\ ORVLQJ JURXQG WR 
FRPSHWLWRUV OLNH 3DULV, $PVWHUGDP DQG 'XEDL DQG ZLWK GHPDQG 
IRU DLU WUDYHO JURZLQJ HYHQ IDVWHU WKDQ ZH WKRXJKW D IHZ \HDUV 
DJR, ZH QHHG WR PDNH FOHDU WKH LPSOLFDWLRQV LI +HDWKURZ FDQQRW 
JURZ IRU WRXULVP, IRU LQZDUG LQYHVWPHQW DQG IRU EXVLQHVVHV DQG 
MREV. 6R, , XUJH HYHU\RQH KHUH« LQ WKH UXQ XS WR DQ\ 
SDUOLDPHQWDU\ YRWH WKLV VXPPHU, ZKHQ WKHVH LVVXHV ZLOO EH 
GHEDWHG DW OHQJWK LQ WKH PHGLD« WR JLYH YRFDO VXSSRUW WR WKH 
VFKHPH.´ 

544.  8QGRXEWHGO\, WKH SDVVDJHV UHOLHG XSRQ E\ WKH +LOOLQJGRQ &ODLPDQWV VKRZ D VWURQJ 
SUHGLVSRVLWLRQ WR DGYDQFH WKH PHULWV RI WKH 1:5 6FKHPH� EXW, LQ RXU YLHZ, WKH\ GR QRW 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

JR VR IDU DV WR SURYLGH SRVLWLYH HYLGHQFH WKDW WKHUH ZDV D FORVHG PLQG, RU D UHDO ULVN RI 
D FORVHG PLQG, ZKLFK ZRXOG QRW JHQXLQHO\ FRQVLGHU DWWHPSWV WR SHUVXDGH KLP WR FRPH 
WR D GLIIHUHQW YLHZ. ,QGHHG, LQ RXU YLHZ, WKH\ IDOO IDU VKRUW RI GRLQJ VR. 

545.  3DXO %DNHU LV WKH /HDG (QYLURQPHQWDO 3ROLF\ 2IILFHU DW WKH /RQGRQ %RURXJK RI 
+DPPHUVPLWK DQG )XOKDP. ,Q %DNHU 1, KH VHWV RXW H[WUDFWV IURP D OHDIOHW, HTXLYDOHQW 
WR RQO\ WZR VLGHV RI $4 SDSHU, LVVXHG E\ WKH 'I7 LQ )HEUXDU\ 2017 DW WKH EHJLQQLQJ RI 
WKH )HEUXDU\ 2017 &RQVXOWDWLRQ SURFHVV, HQWLWOHG ³+DYH <RXU 6D\´ (UHIHUUHG WR DW 
SDUDJUDSK 67 DERYH). +H FULWLFLVHV WKLV IRU IDLOLQJ WR UHIHU WR SRWHQWLDO GLVDGYDQWDJHV RI 
WKH 1:5 6FKHPH RU WR DOWHUQDWLYHV, ZKLFK ZDV DOVR UHIOHFWHG LQ WKH TXHVWLRQV SRVHG WR 
PHPEHUV RI WKH SXEOLF. 7KH +LOOLQJGRQ &ODLPDQWV DOVR UHO\ XSRQ D FULWLFLVP PDGH E\ 
6LU -HUHP\ 6XOOLYDQ, WKH ,QGHSHQGHQW &RQVXOWDWLRQ $GYLVHU, WKDW WKH OHDIOHW ZDV D ³KDUG 
VHOO´ IRU +HDWKURZ. %XW LW VKRXOG EH QRWHG WKDW 6LU -HUHP\ FRQFOXGHG WKDW, WDNHQ RYHUDOO 
(DQG GLVUHJDUGLQJ WZR ³H[FHSWLRQV´ ZKLFK DUH LUUHOHYDQW WR WKH SUHVHQW LVVXH), WKH 
FRQVXOWDWLRQ KDG EHHQ ZHOO-SODQQHG, ZHOO-H[HFXWHG DQG FDUULHG RXW WR D KLJK VWDQGDUG.  
,QGHHG, 0U %DNHU YHU\ IDLUO\ UHIHUV WR NH\ SDUWV RI WKH PDLQ FRQVXOWDWLRQ GRFXPHQWV 
SXEOLVKHG E\ WKH 'I7 DQG DFFHSWV WKDW WKH\ GR QRW VXIIHU IURP WKH FULWLFLVP KH OHYHOV DW 
³+DYH <RXU 6D\´ (%DNHU 1, SDUDJUDSKV 8-18). 

546.  7KH UHDO TXHVWLRQ UHPDLQV ZKHWKHU WKLV VKRUW OHDIOHW, ³+DYH <RXU 6D\´, FDQ EH VDLG WR 
LQGLFDWH WKDW WKH 6HFUHWDU\ RI 6WDWH KDG D FORVHG PLQG, RU WKDW WKHUH ZDV D UHDO ULVN RI 
WKLV EHLQJ WKH FDVH. *LYHQ WKH GLIIHUHQFH RI DSSURDFK EHWZHHQ WKDW OHDIOHW ZLWK LWV  
KHDGOLQH SRLQWV, DQG WKH PRUH GHWDLOHG FRQVXOWDWLRQ PDWHULDOV WR ZKLFK 0U %DNHU 
UHIHUUHG, LW LV LPSRVVLEOH WR VD\ WKDW WKH OHDIOHW FRXOG EH WDNHQ WR LQGLFDWH SUH-
GHWHUPLQDWLRQ RI HLWKHU NLQG. ,QVWHDG, LW LV ZKROO\ FRQVLVWHQW ZLWK D VWURQJ 
SUHGLVSRVLWLRQ LQ IDYRXU RI WKH 1:5, VRPHWKLQJ ZKLFK LV QRW RSHQ WR OHJDO FKDOOHQJH.  
7KH VDPH DQDO\VLV DSSOLHV WR WKH VLPLODU FULWLFLVPV PDGH RI LQIRUPDWLRQ SUHVHQWHG DW 
ORFDO HYHQWV DUUDQJHG IRU PHPEHUV RI WKH SXEOLF, HYHQ WDNLQJ WKRVH FULWLFLVPV DW IDFH 
YDOXH. 

547.  7KH +LOOLQJGRQ &ODLPDQWV DOVR UHO\ XSRQ WKH GHFLVLRQ E\ WKH 6HFUHWDU\ RI 6WDWH WDNHQ 
WRZDUGV WKH HQG RI 6HSWHPEHU 2017, DQG SULRU WR WKH VHFRQG, 2FWREHU 2017 FRQVXOWDWLRQ 
SHULRG, WR WUHDW WKH *DWZLFN 25 6FKHPH DV QRW DQ ³DOWHUQDWLYH VROXWLRQ´ IRU WKH SXUSRVHV 
RI DQ DPHQGHG +5$, RQ WKH JURXQGV WKDW LW ZDV MXGJHG QRW WR IXOILO WKH ³KXE REMHFWLYH´.  
,Q RXU MXGJPHQW, WKHUH LV QR PHULW ZKDWVRHYHU LQ WKLV SRLQW. $V ZH KDYH H[SODLQHG DERYH 
(VHH SDUDJUDSKV 318-31�), WKH GHFLVLRQ WR DPHQG WKH +5$ UHIOHFWHG D SROLF\ REMHFWLYH 
RI VXFFHVVLYH *RYHUQPHQWV, ZKLFK KDG EHHQ UHIHUUHG  WR LQ  WKH  )HEUXDU\ 2017 GUDIW 
$136, QDPHO\ WR PDLQWDLQ WKH 8.¶V KXE VWDWXV. 7KDW REMHFWLYH IRUPHG SDUW RI WKH 
SURSRVHG $136 XSRQ ZKLFK FRQVXOWDWLRQ WRRN SODFH LQ 2017, DQG ZDV HQWLUHO\ 
FRQVLVWHQW ZLWK WKH 6HFUHWDU\ RI 6WDWH¶V SROLF\ SUH-GLVSRVLWLRQ. ,W GRHV QRW LQGLFDWH D 
FORVHG PLQG GXULQJ WKH SURFHVV OHDGLQJ XS WR GHVLJQDWLRQ, RU DQ\ UHDO ULVN RI WKHUH 
KDYLQJ EHHQ D FORVHG PLQG. 

548.  7KH +LOOLQJGRQ &ODLPDQWV¶ UHOLDQFH XSRQ WKH FKDOOHQJH LQ &ODLP 1R &2/3071/2018 WR 
WKH 6HFUHWDU\ RI 6WDWH¶V WUHDWPHQW RI WKH (15 6FKHPH DSSHDUV ZURQJO\ WR DVVXPH WKDW 
WKH &ODLPDQWV LQ WKDW FDVH KDYH DOOHJHG SUH-GHWHUPLQDWLRQ RQ KLV SDUW. 7KH\ KDYH QRW 
GRQH VR. ,Q DQ\ HYHQW, QR DWWHPSW KDV EHHQ PDGH E\ WKH +LOOLQJGRQ &ODLPDQWV WR VKRZ 
WKDW WKH JURXQGV LQ WKDW FODLP DUH UHOHYDQW WR HVWDEOLVKLQJ SUH-GHWHUPLQDWLRQ. ,Q RXU 
MXGJPHQW, LW LV SODLQ WKDW WKH\ DUH QRW. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

54�.  )RU WKRVH UHDVRQV, QRQH RI WKH VXEPLVVLRQV SUHVVHG E\ 0U 3OHPLQJ RQ EHKDOI RI WKH 
+LOOLQJGRQ &ODLPDQWV KDV EHHQ PDGH JRRG. 

*URXQG 17� 0U 6SXUULHU¶V &RQVXOWDWLRQ *URXQG 

550.  0U 6SXUULHU WR D ODUJH H[WHQW VLPSO\ UHOLHG XSRQ WKH VXEPLVVLRQV PDGH RQ EHKDOI RI WKH 
+LOOLQJGRQ &ODLPDQWV. 7KH DGGLWLRQDO SRLQWV ZKLFK KH UDLVHG LQ KLV ZULWWHQ VXEPLVVLRQV 
± WKH\ ZHUH QRW GHYHORSHG RUDOO\ ± FRQFHUQ UHVSRQVHV JLYHQ E\ WKH 6HFUHWDU\ RI 6WDWH 
RQ FHUWDLQ LVVXHV UDLVHG E\ FRQVXOWHHV LQ WKH FRQVXOWDWLRQ H[HUFLVH. :H QHHG QRW VHW 
WKHP RXW. 

551.  ,Q RXU YLHZ, QRQH RI WKHVH VXSSRUW DQ\ DOOHJDWLRQ RI SUH-GHWHUPLQDWLRQ, DFWXDO RU 
DSSDUHQW. $W WKHLU KLJKHVW, WKH\ FRXOG RQO\ JR WR WKH IRXUWK *XQQLQJ SULQFLSOH� EXW, LQ 
WKH OLJKW RI WKH SULQFLSOHV VWDWHG E\ WKH &RXUW RI $SSHDO LQ :HVW %HUNVKLUH DQG E\ 
2XVHOH\ - LQ %XFNLQJKDPVKLUH &RXQW\ &RXQFLO (VHH SDUDJUDSKV 131-137 DERYH), LQ RXU 
MXGJPHQW QRQH RI WKH DGGLWLRQDO FRPSODLQWV PDGH LQYROYHV DQ\ DUJXDEOH HUURU RI ODZ. 
7KH 6HFUHWDU\ RI 6WDWH ZDV FOHDUO\ HQWLWOHG, DV D PDWWHU RI ODZ, WR UHO\ XSRQ WKH UHDVRQLQJ 
WKH DGHTXDF\ RU PHULWV RI ZKLFK 0U 6SXUULHU VHHNV WR GLVSXWH. 

&RQFOXVLRQ 

552. )RU WKH DERYH UHDVRQV, WKH DQVZHU WR ,VVXH 11 LV ³1R´� WKH $136 LV QRW XQODZIXO E\ 
UHDVRQ RI WKH 6HFUHWDU\ RI 6WDWH QRW FDUU\LQJ RXW WKH FRQVXOWDWLRQ ZLWK DQ RSHQ PLQG� 
DQG *URXQGV 10 DQG 17 IDLO. 

%LDV�

553. $V *URXQG 18, 0U 6SXUULHU VXEPLWV WKDW WKH GHFLVLRQ WR GHVLJQDWH WKH $136 ZDV WDLQWHG 
ZLWK ELDV. +H VXEPLWV WKDW WKH &KDLUPDQ RI WKH $&, 6LU +RZDUG 'DYLHV, ZDV WDLQWHG E\ 
DFWXDO RU DSSDUHQW ELDV EHFDXVH KH KDG SUHYLRXVO\ DFWHG DV DQ DGYLVRU WR WKH ,QYHVWPHQW 
6WUDWHJ\ &RPPLWWHH DQG KDG EHHQ D PHPEHU RI WKH ,QWHUQDWLRQDO $GYLVRU\ %RDUG RI 
*,&, D VRYHUHLJQ ZHDOWK IXQG HVWDEOLVKHG E\ WKH *RYHUQPHQW RI 6LQJDSRUH DQG D 
VXEVWDQWLDO VKDUHKROGHU LQ )*3 7RSFR /LPLWHG, WKH KROGLQJ FRPSDQ\ RI +$/.  

554. 7KHUH LV QR HYLGHQFH DW DOO RI DFWXDO ELDV. ,Q UHVSHFW RI DSSDUHQW ELDV, WKH WHVW LV ZKHWKHU 
WKH FLUFXPVWDQFHV ZRXOG OHDG D IDLU-PLQGHG DQG LQIRUPHG REVHUYHU WR FRQFOXGH WKDW 
WKHUH ZDV D UHDO SRVVLELOLW\ WKDW WKH GHFLVLRQ-PDNHU ZDV ELDVHG (0DJLOO Y 3RUWHU >2001@ 
8.+/ 67� >2002@ 2 $& 357 DW >103@ SHU /RUG +RSH RI &UDLJKHDG). 

555. 7KH DOOHJDWLRQ RI DSSDUHQW ELDV KHUH KDV QR PHULW.  ,W LV IXOO\ DQVZHUHG LQ WKH 6HFUHWDU\ 
RI 6WDWH¶V ZULWWHQ VXEPLVVLRQV (DW SDUDJUDSK 145). ,Q VKRUW, 6LU +RZDUG 'DYLHV UHVLJQHG 
IURP KLV UROH DW *,& DW WKH SRLQW DW ZKLFK KH DFFHSWHG WKH *RYHUQPHQW¶V LQYLWDWLRQ WR 
FKDLU WKH $& DV WKH 6HFUHWDU\ RI 6WDWH¶V ZULWWHQ VXEPLVVLRQV UHFRXQWV. 1R REMHFWLYH 
REVHUYHU ZRXOG FRQFOXGH WKDW WKHUH ZDV DQ\ UHDO ULVN RI 6LU +RZDUG 'DYLHV¶ MXGJPHQW 
EHLQJ GLVWRUWHG E\ KLV SUHYLRXV UROH.  7KHUH LV QR DUJXDEOH DSSHDUDQFH RI ELDV.   

556. )XUWKHUPRUH� 

L) 0U 6SXUULHU UDLVHG WKH LVVXH RI ELDV LQ FRUUHVSRQGHQFH LQ 2015 DQG KH FRXOG KDYH, 
EXW GLG QRW, MXGLFLDOO\ UHYLHZ WKH $&¶V )LQDO 5HSRUW RQ WKH JURXQGV RI ELDV.  ,W LV 
IDU WRR ODWH IRU KLP WR UDLVH WKH LVVXH DJDLQ QRZ.   
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

LL)  $ FKDOOHQJH WR WKH ILQGLQJV RI WKH $& IDOOV RXWVLGH WKH VFRSH RI VHFWLRQ 13 RI WKH 
3$ 2008 XQGHU ZKLFK WKLV FKDOOHQJH LV EURXJKW. 

557.  7KHUHIRUH, RXU DQVZHU WR LVVXH 12 LV ³1R´� WKH $136 LV QRW XQODZIXO E\ UHDVRQ RI DFWXDO 
DQG/RU DSSDUHQW ELDV� DQG *URXQG 18 IDLOV. 

&OLPDWH�&KDQJH�

%DFNJURXQG 

558.  9DULRXV JDVHV, LQFOXGLQJ FDUERQ GLR[LGH (&22), RFFXU QDWXUDOO\ LQ WKH DWPRVSKHUH DQG 
DUH HVVHQWLDO IRU OLYLQJ WKLQJV (LQFOXGLQJ PDQ) E\ DFWLQJ DV D EODQNHW ZKLFK WUDSV KHDW 
ZLWK WKH UHVXOW WKDW VXUIDFH WHPSHUDWXUHV DUH DERXW 30�& KLJKHU WKDQ WKH\ ZRXOG EH 
ZLWKRXW WKRVH JDVHV. 7KLV LV WKH VR-FDOOHG ³JUHHQKRXVH HIIHFW´, DQG WKH JDVHV DUH 
UHIHUUHG WR DV ³JUHHQKRXVH JDVHV´ (³*+*V´). 

55�.  +RZHYHU, WKH UHOHDVH RI DGGLWLRQDO *+*V IURP WKH XVH RI IRVVLO IXHOV DQG YDULRXV 
LQGXVWULDO SURFHVVHV KDV DGGHG WR WKH EODQNHW, PDNLQJ LW PRUH HIILFLHQW LQ WUDSSLQJ WKH 
VXQ¶V HQHUJ\, VR DIIHFWLQJ WKH EDODQFH EHWZHHQ LQFRPLQJ DQG RXWJRLQJ UDGLDWLRQ DQG 
OHDGLQJ WR D ULVH LQ JOREDO WHPSHUDWXUHV. 7KDW DVVRFLDWLRQ KDV QRW EHHQ XQFRQWURYHUVLDO, 
EXW LW LV QRZ JHQHUDOO\ DFFHSWHG ± DQG DFFHSWHG E\ DOO SDUWLHV EHIRUH WKH FRXUW ± WKDW (L) 
WKH FRQFHQWUDWLRQ RI *+*V LQ WKH HDUWK¶V DWPRVSKHUH LV GLUHFWO\ OLQNHG WR DYHUDJH JOREDO 
WHPSHUDWXUHV, (LL) WKH FRQFHQWUDWLRQ RI *+*V KDV EHHQ ULVLQJ VWHDGLO\ ± DQG, ZLWK LW, 
PHDQ JOREDO WHPSHUDWXUHV ± VLQFH WKH VWDUW RI WKH ,QGXVWULDO 5HYROXWLRQ DQG (LLL) WKH PRVW 
DEXQGDQW *+*, DFFRXQWLQJ IRU DW OHDVW WZR-WKLUGV RI DOO *+*V, LV FDUERQ GLR[LGH (&22) 
ZKLFK LV ODUJHO\ WKH SURGXFW RI EXUQLQJ IRVVLO IXHOV. 7KH LQFUHDVH LQ JOREDO WHPSHUDWXUH 
KDV UHVXOWHG LQ (DPRQJVW RWKHU WKLQJV) VHD OHYHO FKDQJH� D GHFOLQH LQ JODFLHUV, WKH 
$QWDUFWLF LFH VKHHW DQG $UFWLF VHD LFH� DOWHUDWLRQV WR YDULRXV HFRV\VWHPV� DQG LQ VRPH 
DUHDV D WKUHDW WR IRRG DQG ZDWHU VXSSOLHV.  ,W LV SRWHQWLDOO\ FDWDVWURSKLF. 

560.  &OLPDWH FKDQJH LV D JOREDO SKHQRPHQRQ, ZKLFK FDQ RQO\ EH WDFNOHG RQ D JOREDO EDVLV.  
2YHU WLPH, JOREDO WDUJHWV KDYH WKXV EHHQ VHW E\ LQWHUQDWLRQDO DJUHHPHQW LQ WKH OLJKW RI 
HYROYLQJ LQIRUPDWLRQ DQG NQRZOHGJH� DQG HDFK VWDWH KDV GHWHUPLQHG WKH LQGLYLGXDO 
FRQWULEXWLRQ WR WKDW WDUJHW ZKLFK LW FRQVLGHUV LW FDQ PDNH. 

561.  ,W EHJDQ LQ 1��2, ZKHQ WKH 8QLWHG 1DWLRQV (³WKH 81´) DGRSWHG WKH 8QLWHG 1DWLRQV 
)UDPHZRUN &RQYHQWLRQ RQ &OLPDWH &KDQJH (³WKH 81)&&&´). 7KH XOWLPDWH REMHFWLYH 
RI WKH &RQYHQWLRQ LV WR VWDELOLVH WKH FRQFHQWUDWLRQ RI *+*V LQ WKH DWPRVSKHUH ³DW D 
OHYHO WKDW ZRXOG SUHYHQW GDQJHURXV DQWKURSRJHQLF LQWHUIHUHQFH ZLWK WKH FOLPDWH V\VWHP´ 
(DUWLFOH 2). 6LJQDWRU\ VWDWHV ZHUH UHTXLUHG WR HVWDEOLVK D QDWLRQDO *+* LQYHQWRU\, XVHG 
WR FUHDWH 1��0 EHQFKPDUN OHYHOV� DQG WKH\ PDGH D JHQHUDO FRPPLWPHQW WR DGGUHVV 
FOLPDWH FKDQJH WKURXJK (H.J.) FOLPDWH FKDQJH PLWLJDWLRQ (DUWLFOH 4), RQ WKH EDVLV RI 
³FRPPRQ EXW GLIIHUHQWLDWHG UHVSRQVLELOLWLHV´ (DUWLFOH 3). $OO 81 0HPEHU 6WDWHV, DQG 
WKH (8, KDYH UDWLILHG WKH 81)&&&. 

562.  ,Q $QQH[ $ WR WKH 81)&&&, D VSHFLILF DLP ZDV VWDWHG WR EH WKDW GHYHORSHG FRXQWULHV 
ZRXOG VWDELOLVH WKHLU *+*V DW WKH 1��0 EHQFKPDUN OHYHO E\ 2000.  +RZHYHU, DV GDWD 
FRQWLQXHG WR EH FROOHFWHG, LW ZDV FRQVLGHUHG WKDW WKDW ZRXOG EH LQDGHTXDWH WR DGGUHVV 
WKH SUREOHP. )XUWKHU GLVFXVVLRQV OHG WR WKH .\RWR 3URWRFRO, DQ LQWHUQDWLRQDO WUHDW\ 
DGRSWHG RQ 11 'HFHPEHU 1��7 DQG HQWHULQJ LQWR IRUFH RQ 16 )HEUXDU\ 2005, E\ ZKLFK 
D QXPEHU RI VWDWH SDUWLHV (LQFOXGLQJ WKH 8. DQG WKH (8) ZHUH FRPPLWWHG WR UHGXFLQJ 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

HPLVVLRQV RI VL[ LGHQWLILHG *+*V (LQFOXGLQJ &22) IURP WKH 1��0 EHQFKPDUN LQ WKH 
LQLWLDO UHGXFWLRQ SHULRG RI 2008-12, HDFK E\ DQ LGHQWLILHG SHUFHQWDJH, WKDW IRU WKH 8. 
EHLQJ 12.5%. 7KDW ZDV VXSSRUWHG E\ D QXPEHU RI HPLVVLRQV WUDGLQJ VFKHPHV (³(76V´), 
LQFOXGLQJ WKH (XURSHDQ 8QLRQ (76 XQGHU ZKLFK QDWLRQDO HPLVVLRQ FDSV DUH DSSURYHG 
E\ WKH (8 DQG WKHQ GLVWULEXWHG WR QDWLRQDO RSHUDWRUV ZKR PD\ UHDVVLJQ RU WUDGH WKHLU 
DOORZDQFHV. ,Q 2012, XQGHU WKH 'RKD $PHQGPHQW WR WKH .\RWR 3URWRFRO, D VHFRQG 
FRPPLWPHQW SHULRG WR 2020 ZDV DJUHHG E\ VRPH VWDWHV. 

563.  7KH 8. DSSUHFLDWHG WKH GHVLUDELOLW\ RI WDFNOLQJ FOLPDWH FKDQJH, DQG ZLVKHG WR WDNH D 
PRUH ULJRURXV GRPHVWLF OLQH. ,Q WKH 2003 :KLWH 3DSHU, ³2XU (QHUJ\ )XWXUH ± &UHDWLQJ 
D /RZ &DUERQ (FRQRP\´, WKH *RYHUQPHQW FRPPLWWHG WR UHGXFH &22 HPLVVLRQV E\ 60% 
RQ 1��0 OHYHOV E\ 2050� DQG WR DFKLHYH ³UHDO SURJUHVV´ E\ 2020 (ZKLFK HTXDWHG WR 
UHGXFWLRQV RI 26-32%). 7KH 60% ILJXUH HPDQDWHG IURP WKH (8 &RXQFLO RI 0LQLVWHUV¶ 
³&RPPXQLW\ 6WUDWHJ\ RQ &OLPDWH &KDQJH´ LQ 1��6, ZKLFK GHWHUPLQHG WR OLPLW 
HPLVVLRQV WR 550 SDUWV SHU PLOOLRQ (SSP) RQ WKH EDVLV WKDW WR GR VR ZRXOG UHVWULFW WKH 
ULVH LQ JOREDO WHPSHUDWXUHV WR 2�& DERYH SUH-LQGXVWULDO OHYHOV ZKLFK, LW ZDV WKHQ 
FRQVLGHUHG, ZRXOG DYRLG WKH VHULRXV FRQVHTXHQFHV RI JOREDO ZDUPLQJ. +RZHYHU, E\ 
2005, WKHUH ZDV VFLHQWLILF HYLGHQFH WKDW UHVWULFWLQJ HPLVVLRQV WR 550SSP ZRXOG EH 
XQOLNHO\ WR EH HIIHFWLYH LQ NHHSLQJ WKH ULVH WR 2�&� DQG RQO\ VWDELOLVLQJ &22 HPLVVLRQV 
DW VRPHWKLQJ EHORZ 450SSP ZRXOG EH OLNHO\ WR DFKLHYH WKDW UHVXOW.   

564.  3DUOLDPHQW DGGUHVVHG WKHVH LVVXHV LQ WKH &OLPDWH &KDQJH $FW 2008 (³WKH &&$ 2008´), 
SDVVHG WKH VDPH GD\ DV WKH 3$ 2008 (26 1RYHPEHU 2008).   

565.  6HFWLRQ 32 HVWDEOLVKHG D &RPPLWWHH RQ &OLPDWH &KDQJH (³WKH &&&´), DQ LQGHSHQGHQW 
SXEOLF ERG\ WR DGYLVH WKH 8. DQG GHYROYHG *RYHUQPHQWV DQG 3DUOLDPHQWV RQ WDFNOLQJ 
FOLPDWH FKDQJH, LQFOXGLQJ RQ PDWWHUV UHODWLQJ WR WKH 8.¶V VWDWXWRU\ FDUERQ UHGXFWLRQ 
WDUJHW IRU 2050 DQG WKH WUHDWPHQW RI *+*V IURP LQWHUQDWLRQDO DYLDWLRQ.   

566.  6HFWLRQ 1 JLYHV D PDQGDWRU\ WDUJHW IRU WKH UHGXFWLRQ RI 8. FDUERQ HPLVVLRQV, LQ WKH 
IROORZLQJ WHUPV� 

³,W LV WKH GXW\ RI WKH 6HFUHWDU\ RI 6WDWH >WKHQ, WKH 6HFUHWDU\ RI 
6WDWH IRU (QHUJ\ DQG &OLPDWH &KDQJH� QRZ, WKH 6HFUHWDU\ RI 
6WDWH IRU %(,6@ WR HQVXUH WKDW WKH QHW FDUERQ DFFRXQW IRU WKH \HDU 
2050 LV DW OHDVW 80% ORZHU WKDQ WKH 1��0 EDVHOLQH´. 

7KH ILJXUH RI 80% ZDV VXEVWLWXWHG IRU 60% GXULQJ WKH SDVVDJH RI WKH %LOO, DV HYROYLQJ 
VFLHQWLILF NQRZOHGJH VXJJHVWHG WKDW WKH ORZHU ILJXUH ZRXOG QRW EH VXIILFLHQW WR NHHS WKH 
ULVH LQ WHPSHUDWXUH WR 2�& LQ 2050. 7KHUHIRUH, DOWKRXJK WKH &&$ 2008 PDNHV QR 
PHQWLRQ RI WKDW WHPSHUDWXUH WDUJHW, DV VDLG LQ WKH &&& 2FWREHU 2016 5HSRUW (VHH 
SDUDJUDSK 583 DQG IROORZLQJ EHORZ)� 

³7KLV 2050 WDUJHW ZDV GHULYHG DV D FRQWULEXWLRQ WR D JOREDO 
HPLVVLRQV SDWK DLPHG DW NHHSLQJ JOREDO DYHUDJH WHPSHUDWXUHV WR 
DURXQG 2�& DERYH SUH-LQGXVWULDO OHYHOV.´ 

7KHUH LV QR GRXEW ± DQG QR SDUW\ VXJJHVWV RWKHUZLVH ± WKDW WKH VWDWXWRU\ WDUJHW RI D 
UHGXFWLRQ LQ FDUERQ HPLVVLRQV E\ 80% E\ 2050 ZDV 3DUOLDPHQW¶V UHVSRQVH WR WKH 
LQWHUQDWLRQDO FRPPLWPHQW WR NHHS WKH JOREDO WHPSHUDWXUH ULVH WR 2�& DERYH SUH-
LQGXVWULDO OHYHOV LQ 2050. 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

567.  7KH 6HFUHWDU\ RI 6WDWH IRU %(,6 KDV WKH SRZHU WR DPHQG WKDW SHUFHQWDJH (VHFWLRQ 2(1) 
RI WKH &&$ 2008), EXW RQO\� 

L)  LI LW DSSHDUV WR KLP WKDW WKHUH KDYH EHHQ VLJQLILFDQW GHYHORSPHQWV LQ VFLHQWLILF 
NQRZOHGJH DERXW FOLPDWH FKDQJH VLQFH WKH SDVVLQJ RI WKH $FW, RU GHYHORSPHQWV 
LQ (XURSHDQ RU LQWHUQDWLRQDO ODZ RU SROLF\ (VHFWLRQ 2(2) DQG (3))� WKH ([SODQDWRU\ 
1RWH WR WKH $FW VD\V, DV PXVW EH WKH FDVH, WKDW ³WKLV SRZHU PLJKW EH XVHG LQ WKH 
HYHQW RI D QHZ LQWHUQDWLRQDO WUHDW\ RQ FOLPDWH FKDQJH´� 

LL)  DIWHU REWDLQLQJ, DQG WDNLQJ LQWR DFFRXQW, DGYLFH IURP WKH &&& (VHFWLRQ 3(1))� DQG 

LLL)  VXEMHFW WR 3DUOLDPHQWDU\ DIILUPDWLYH UHVROXWLRQ SURFHGXUH (VHFWLRQ 2(6)). 

568.  6HFWLRQ 1 RI WKH &&$ 2008 VHWV D WDUJHW WKDW UHODWHV WR FDUERQ RQO\.  6HFWLRQ 24 HQDEOHV 
WKH 6HFUHWDU\ RI 6WDWH IRU %(,6 WR VHW WDUJHWV IRU RWKHU *+*V, EXW VXEMHFW WR VLPLODU 
FRQGLWLRQV WR ZKLFK DQ DPHQGPHQW WR WKH VHFWLRQ 1 WDUJHW LV VXEMHFW. 

56�.  ,Q DGGLWLRQ WR WKH FDUERQ HPLVVLRQV WDUJHW VHW E\ VHFWLRQ 1 ± DQG QR GRXEW WR HQVXUH 
FRPSOLDQFH ZLWK LW (VHH VHFWLRQV 5(1)(E) DQG 8) ± WKH 6HFUHWDU\ RI 6WDWH IRU %(,6 LV DOVR 
UHTXLUHG WR VHW IRU HDFK VXFFHHGLQJ SHULRG RI ILYH \HDUV, DW OHDVW 12 \HDUV LQ DGYDQFH, DQ 
DPRXQW IRU WKH QHW 8. FDUERQ DFFRXQW (³WKH FDUERQ EXGJHW´)� DQG HQVXUH WKDW WKH QHW 
8. FDUERQ DFFRXQW IRU DQ\ SHULRG GRHV QRW H[FHHG WKDW EXGJHW (VHFWLRQ 4). 7KH FDUERQ 
EXGJHW IRU WKH SHULRG LQFOXGLQJ 2020 ZDV VHW WR EH DW OHDVW 34% ORZHU WKDQ WKH 1��0 
EDVHOLQH. 

570.  6HFWLRQ 10(2) VHWV RXW YDULRXV PDWWHUV ZKLFK DUH UHTXLUHG WR EH WDNHQ LQWR DFFRXQW ZKHQ 
WKH 6HFUHWDU\ RI 6WDWH IRU %(,6 VHWV, RU WKH &&& DGYLVHV XSRQ, DQ\ FDUERQ EXGJHW, 
LQFOXGLQJ� 

³(D)  VFLHQWLILF NQRZOHGJH DERXW FOLPDWH FKDQJH� 

(E)  WHFKQRORJ\ DERXW FOLPDWH FKDQJH� 

(F)  HFRQRPLF FLUFXPVWDQFHV, DQG LQ SDUWLFXODU WKH OLNHO\ LPSDFW RI WKH GHFLVLRQ 
RQ WKH HFRQRP\ DQG WKH FRPSHWLWLYHQHVV RI SDUWLFXODU VHFWRUV RI WKH 
HFRQRP\� 

(G)  ILVFDO FLUFXPVWDQFHV, DQG LQ SDUWLFXODU WKH OLNHO\ HIIHFW RI WKH GHFLVLRQ RQ 
WD[DWLRQ, SXEOLF VSHQGLQJ DQG SXEOLF ERUURZLQJ� 

(H)  VRFLDO FLUFXPVWDQFHV, DQG LQ SDUWLFXODU WKH OLNHO\ LPSDFW RI WKH GHFLVLRQ RQ 
IXHO SRYHUW\� 

(I)  « 

(K)  FLUFXPVWDQFHV DW (XURSHDQ DQG LQWHUQDWLRQDO OHYHO� 

(L)  WKH HVWLPDWHG DPRXQW RI UHSRUWDEOH HPLVVLRQV IURP LQWHUQDWLRQDO DYLDWLRQ 
DQG LQWHUQDWLRQDO VKLSSLQJ«´. 

571.  7KHUHIRUH, DOWKRXJK IRU WKH SXUSRVHV RI WKH &&$ 2008 HPLVVLRQV IURP *+*V IURP 
LQWHUQDWLRQDO DYLDWLRQ GR QRW JHQHUDOO\ FRXQW DV HPLVVLRQV IURP 8. VRXUFHV (VHFWLRQ 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

30(1)), E\ YLUWXH RI VHFWLRQ 10(2)(L), LQ UHODWLRQ WR DQ\ FDUERQ EXGJHW, WKH 6HFUHWDU\ RI 
6WDWH IRU %(,6 DQG &&& PXVW WDNH VXFK HPLVVLRQV LQWR DFFRXQW.  

572.  0V /RZ H[SODLQV (/RZ 1, SDUDJUDSK 456) WKDW WKH &&& KDV LQWHUSUHWHG WKDW DV UHTXLULQJ 
WKH 8. WR PHHW D 2050 WDUJHW ZKLFK LQFOXGHV WKHVH HPLVVLRQV. 7KH &&& KDV DGYLVHG 
WKDW, WR PHHW WKH 2050 WDUJHW RQ WKDW EDVLV, HPLVVLRQV IURP 8. DYLDWLRQ (GRPHVWLF DQG 
LQWHUQDWLRQDO) LQ 2050 VKRXOG EH QR KLJKHU WKDQ 2005 OHYHOV, L.H. 37.5 PHJDWRQV (PLOOLRQ 
WRQQHV) RI &22 (0W&22). 7KLV LV UHIHUUHG WR E\ WKH &ODLPDQWV DV ³WKH $YLDWLRQ 7DUJHW´. 
+RZHYHU, WKH $3) H[SODLQV WKDW WKH *RYHUQPHQW GHFLGHG QRW WR WDNH D GHFLVLRQ RQ 
ZKHWKHU WR LQFOXGH LQWHUQDWLRQDO DYLDWLRQ HPLVVLRQV LQ LWV FDUERQ EXGJHWV, VLPSO\ 
OHDYLQJ VXIILFLHQW KHDGURRP LQ WKRVH EXGJHWV FRQVLVWHQW ZLWK PHHWLQJ WKH 2050 WDUJHW 
LQFOXGLQJ VXFK HPLVVLRQV, EXW RWKHUZLVH GHIHUULQJ D GHFLVLRQ IRU FRQVLGHUDWLRQ DV SDUW 
RI WKH HPHUJLQJ $YLDWLRQ 6WUDWHJ\. 7KH $YLDWLRQ 6WUDWHJ\ LV GXH WR ³UH-H[DPLQH KRZ 
WKH DYLDWLRQ VHFWRU FDQ EHVW FRQWULEXWH LWV IDLU VKDUH WR HPLVVLRQV UHGXFWLRQV DW ERWK 8. 
DQG JOREDO OHYHO´ (SDUDJUDSK � RI WKH &OLPDWH &KDQJH $QQH[ WR WKH $JUHHG 6WDWHPHQW).  
,W LV GXH WR EH ILQDOLVHG DQG DGRSWHG ODWHU WKLV \HDU.  

573.  7KH UHVWULFWLRQ RI DYLDWLRQ HPLVVLRQV WR 37.5 0W&22 QRW KDYLQJ EHHQ DGRSWHG E\ WKH 
*RYHUQPHQW, EXW EHLQJ DVVXPHG E\ WKH &&& IRU SODQQLQJ SXUSRVHV, WKH 6HFUHWDU\ RI 
6WDWH LQ WKLV FODLP GRHV QRW FRQVLGHU WKH WHUP ³$YLDWLRQ 7DUJHW´ LV DSW, DQG SUHIHUV ³WKH 
3ODQQLQJ $VVXPSWLRQ´� EXW, IRU HDVH RI UHIHUHQFH DQG ZLWKRXW SUHMXGLFH WR WKDW SRLQW, 
ZH VKDOO XVH ³$YLDWLRQ 7DUJHW´ IRU WKH SXUSRVHV RI WKLV MXGJPHQW. 

574.  :LWK UHVSHFW WR WKH $YLDWLRQ 7DUJHW, WKH &&& DGYLVHG WKDW, LI DYLDWLRQ HPLVVLRQV DW 
37.50W&22 ZHUH LQFOXGHG LQ WKH 2050 DJJUHJDWH FDUERQ WDUJHW, WKHQ WKLV WDUJHW FRXOG EH 
DFKLHYHG WKURXJK UHGXFLQJ HPLVVLRQV LQ RWKHU VHFWRUV E\ 85% RQ 1��0 OHYHOV. :LWK 
UHJDUG WR WKLV, WKH &&& KDYH VDLG (VHH SDUDJUDSK 11 RI WKH &OLPDWH &KDQJH $QQH[ WR 
WKH $JUHHG 6WDWHPHQW)� 

³5HGXFLQJ HPLVVLRQV LQ RWKHU VHFWRUV E\ 85% LQ 2050 RQ 1��0 
OHYHOV LV DW WKH OLPLW RI ZKDW LV IHDVLEOH, ZLWK OLPLWHG FRQILGHQFH 
DERXW WKH VFRSH IRU JRLQJ EH\RQG WKLV. ,W LV RI FRXUVH SRVVLEOH 
WKDW WKHUH PD\ EH VFRSH WR UHGXFH HPLVVLRQV PRUH LQ RWKHU 
VHFWRUV, ZKLFK ZRXOG DOORZ DYLDWLRQ GHPDQG WR JURZ E\ PRUH 
WKDQ 60% LQ 2050. +RZHYHU, WKLV PD\ ZHOO EH WKH OLPLW, KHUH DQG 
LQ RWKHU GHYHORSHG FRXQWULHV, FRPSDWLEOH ZLWK DFKLHYLQJ WKH 
LQWHUQDWLRQDOO\ DJUHHG FOLPDWH REMHFWLYH.´    

575.  )URP DERXW 2010, FRQFHUQV HPHUJHG DV WR ZKHWKHU NHHSLQJ JOREDO DYHUDJH WHPSHUDWXUHV 
WR DURXQG 2�& DERYH SUH-LQGXVWULDO OHYHOV ZRXOG EH DGHTXDWH WR FRPEDW FOLPDWH FKDQJH 
HIIHFWLYHO\, EHFDXVH (DPRQJVW RWKHU WKLQJV) LW DSSHDUHG WKDW &22 ZDV EHLQJ DEVRUEHG DW 
D VORZHU UDWH WKDQ DQWLFLSDWHG DQG VRPH RI WKH HIIHFWV RI JOREDO ZDUPLQJ DSSHDUHG WR EH 
HPHUJLQJ TXLFNHU WKDQ H[SHFWHG. $V D UHVXOW, D QXPEHU RI VWDWHV (LQFOXGLQJ, LQ OLQH ZLWK 
WKH $3), WKH 8. *RYHUQPHQW) LQYHVWHG KHDYLO\ LQ REWDLQLQJ D IXUWKHU LQWHUQDWLRQDO 
DJUHHPHQW. 

576.  7KH UHVXOW ZDV WKH 3DULV $JUHHPHQW, DQ DJUHHPHQW ZLWKLQ WKH 81)&&& EXW RXWVLGH WKH 
.\RWR 3URWRFRO, DGRSWHG E\ FRQVHQVXV RQ 12 'HFHPEHU 2015 IROORZLQJ WKH 21VW 
&RQIHUHQFH RI WKH 3DUWLHV RI WKH 81)&&&. 7KH 8. UDWLILHG WKH 3DULV $JUHHPHQW RQ 17 
1RYHPEHU 2016.   
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

577.  ,Q WKH UHFLWDOV, WKH SDUWLHV ³>UHFRJQLVHG@ WKH QHHG IRU DQ HIIHFWLYH DQG SURJUHVVLYH 
UHVSRQVH WR WKH XUJHQW WKUHDW RI FOLPDWH FKDQJH RQ WKH EDVLV RI WKH EHVW DYDLODEOH 
VFLHQWLILF NQRZOHGJH´. 

578.  $UWLFOH 2 RI WKH 3DULV $JUHHPHQW VWDWHV� 

³1. 7KLV $JUHHPHQW, LQ HQKDQFLQJ WKH LPSOHPHQWDWLRQ RI WKH 
&RQYHQWLRQ, LQFOXGLQJ LWV REMHFWLYH, DLPV WR VWUHQJWKHQ WKH JOREDO 
UHVSRQVH WR WKH WKUHDW RI FOLPDWH FKDQJH, LQ WKH FRQWH[W RI 
VXVWDLQDEOH GHYHORSPHQW DQG HIIRUWV WR HUDGLFDWH SRYHUW\, 
LQFOXGLQJ E\� 

(D) +ROGLQJ WKH LQFUHDVH LQ WKH JOREDO DYHUDJH 
WHPSHUDWXUH WR ZHOO EHORZ 2�& DERYH SUH-LQGXVWULDO OHYHOV 
DQG SXUVXLQJ HIIRUWV WR OLPLW WKH WHPSHUDWXUH LQFUHDVH WR 
1.5�& DERYH SUH-LQGXVWULDO OHYHOV, UHFRJQLVLQJ WKDW WKLV 
ZRXOG VLJQLILFDQWO\ UHGXFH WKH ULVNV DQG LPSDFWV RI FOLPDWH 
FKDQJH� 

(E) ,QFUHDVLQJ WKH DELOLW\ WR DGDSW WR WKH DGYHUVH LPSDFWV 
RI FOLPDWH FKDQJH DQG IRVWHU FOLPDWH UHVLOLHQFH DQG ORZ 
JUHHQKRXVH JDV HPLVVLRQV GHYHORSPHQW, LQ D PDQQHU WKDW 
GRHV QRW WKUHDWHQ IRRG SURGXFWLRQ� DQG 

(F) 0DNLQJ ILQDQFH IORZV FRQVLVWHQW ZLWK D SDWKZD\ 
WRZDUGV ORZ JUHHQKRXVH JDV HPLVVLRQV DQG FOLPDWH-
UHVLOLHQW GHYHORSPHQW. 

2. 7KLV $JUHHPHQW ZLOO EH LPSOHPHQWHG WR UHIOHFW HTXLW\ DQG 
WKH SULQFLSOH RI FRPPRQ EXW GLIIHUHQWLDWHG UHVSRQVLELOLWLHV DQG 
UHVSHFWLYH FDSDELOLWLHV, LQ WKH OLJKW RI GLIIHUHQW QDWLRQDO 
FLUFXPVWDQFHV.´ 

57�.  6R IDU DV LPSOHPHQWDWLRQ DQG WKH FRPPLWPHQW RI LQGLYLGXDO VWDWHV DUH FRQFHUQHG, DUWLFOH 
4 VWDWHV (VR IDU DV UHOHYDQW WR WKHVH FODLPV)� 

³1. ,Q RUGHU WR DFKLHYH WKH ORQJ-WHUP WHPSHUDWXUH JRDO VHW RXW 
LQ $UWLFOH 2, 3DUWLHV DLP WR UHDFK JOREDO SHDNLQJ RI JUHHQKRXVH 
JDV HPLVVLRQV DV VRRQ DV SRVVLEOH, UHFRJQLVLQJ WKDW SHDNLQJ ZLOO 
WDNH ORQJHU IRU GHYHORSLQJ FRXQWU\ 3DUWLHV, DQG WR XQGHUWDNH 
UDSLG UHGXFWLRQV WKHUHDIWHU LQ DFFRUGDQFH ZLWK EHVW DYDLODEOH 
VFLHQFH, VR DV WR DFKLHYH D EDODQFH EHWZHHQ DQWKURSRJHQLF 
HPLVVLRQV E\ VRXUFHV DQG UHPRYDOV E\ VLQNV RI JUHHQKRXVH JDVHV 
LQ WKH VHFRQG KDOI RI WKLV FHQWXU\, RQ WKH EDVLV RI HTXLW\, DQG LQ 
WKH FRQWH[W RI VXVWDLQDEOH GHYHORSPHQW DQG HIIRUWV WR HUDGLFDWH 
SRYHUW\. 

2. (DFK 3DUW\ VKDOO SUHSDUH, FRPPXQLFDWH DQG PDLQWDLQ 
VXFFHVVLYH QDWLRQDOO\ GHWHUPLQHG FRQWULEXWLRQV WKDW LW LQWHQGV WR 
DFKLHYH. 3DUWLHV VKDOO SXUVXH GRPHVWLF PLWLJDWLRQ PHDVXUHV, ZLWK 
WKH DLP RI DFKLHYLQJ WKH REMHFWLYHV RI VXFK FRQWULEXWLRQV. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

3. (DFK 3DUW\¶V VXFFHVVLYH QDWLRQDOO\ GHWHUPLQHG 
FRQWULEXWLRQ ZLOO UHSUHVHQW D SURJUHVVLRQ EH\RQG WKH 3DUW\¶V WKHQ 
FXUUHQW QDWLRQDOO\ GHWHUPLQHG FRQWULEXWLRQ DQG UHIOHFW LWV KLJKHVW 
SRVVLEOH DPELWLRQ, UHIOHFWLQJ LWV FRPPRQ EXW GLIIHUHQWLDWHG 
UHVSRQVLELOLWLHV DQG UHVSHFWLYH FDSDELOLWLHV, LQ WKH OLJKW RI 
GLIIHUHQW QDWLRQDO FLUFXPVWDQFHV.´   

580.  7KH 3DULV $JUHHPHQW WKXV FRPSULVHG D ILUP LQWHUQDWLRQDO FRPPLWPHQW WR UHVWULFWLQJ WKH 
LQFUHDVH LQ WKH JOREDO DYHUDJH WHPSHUDWXUH WR ³ZHOO EHORZ 2�& DERYH SUH-LQGXVWULDO 
OHYHOV DQG SXUVXLQJ HIIRUWV WR OLPLW WKH WHPSHUDWXUH LQFUHDVH WR 1.5�& DERYH SUH-
LQGXVWULDO OHYHOV´, DV ZHOO DV DQ DVSLUDWLRQ WR DFKLHYH QHW ]HUR *+* HPLVVLRQV GXULQJ 
WKH VHFRQG KDOI RI WKH 21VW FHQWXU\. ,W IXUWKHU UHTXLUHG HDFK VWDWH WR GHWHUPLQH LWV RZQ 
FRQWULEXWLRQ WR WKH DUWLFOH 2 WDUJHW. 

581.  ,Q 2FWREHU 2016, WKH &&& SXEOLVKHG D UHSRUW RQ WKH LPSOLFDWLRQV RI WKH 3DULV $JUHHPHQW 
DQG UHFRPPHQGDWLRQV IRU DFWLRQ E\ WKH 8., ³8. FOLPDWH DFWLRQ IROORZLQJ WKH 3DULV 
$JUHHPHQW´, ZKLFK, DW SDJH 16, VDLG� 

³7KH 2050 WDUJHW LV SRWHQWLDOO\ FRQVLVWHQW ZLWK D ZLGH UDQJH RI 
JOREDO WHPSHUDWXUH RXWFRPHV.´ 

582.  7KH UHSRUW DFNQRZOHGJHG WKDW� 

³7KH >3DULV@ $JUHHPHQW GHVFULEHV D KLJKHU OHYHO RI JOREDO 
DPELWLRQ WKDQ WKH RQH WKDW IRUPHG WKH EDVLV RI WKH 8.¶V H[LVWLQJ 
HPLVVLRQV UHGXFWLRQ WDUJHWV� 

x  7KH 8.¶V FXUUHQW ORQJ-WHUP WDUJHW LV D UHGXFWLRQ LQ 
JUHHQKRXVH JDV HPLVVLRQV RI DW OHDVW 80% E\ WKH \HDU 2050, 
UHODWLYH WR 1��0 OHYHOV. 7KLV 2050 WDUJHW ZDV GHULYHG DV D 
FRQWULEXWLRQ WR D JOREDO HPLVVLRQV SDWK DLPHG DW NHHSLQJ 
JOREDO WHPSHUDWXUHV WR DURXQG 2�& DERYH SUH-LQGXVWULDO OHYHOV. 

x  7KH 3DULV $JUHHPHQW DLPV WR OLPLW ZDUPLQJ WR ZHOO EHORZ 2�& 
DQG WR SXUVXH HIIRUWV WR OLPLW LW WR 1.5�&. 7R DFKLHYH WKLV DLP, 
WKH $JUHHPHQW DGGLWLRQDOO\ VHWV D WDUJHW IRU QHW ]HUR JOREDO 
HPLVVLRQV LQ WKH VHFRQG KDOI RI WKH FHQWXU\.´ 

583.  +RZHYHU, WKH &&& UHFRPPHQGHG WKDW WKH 8. VKRXOG QRW FKDQJH WKH &&$ 2008 WDUJHW 
QRZ, EXW UDWKHU IRFXV RQ PHHWLQJ WKDW WDUJHW.  6HFWLRQ 4 VWDWHG� 

³&XUUHQW SROLF\ LQ WKH 8. LV QRW HQRXJK WR GHOLYHU WKH H[LVWLQJ 
FDUERQ EXGJHWV WKDW 3DUOLDPHQW KDV VHW. 7KH &RPPLWWHH¶V 
DVVHVVPHQW LQ RXU 2016 3URJUHVV 5HSRUW ZDV WKDW FXUUHQW SROLFLHV 
ZRXOG DW EHVW GHOLYHU DURXQG KDOI RI WKH HPLVVLRQV UHGXFWLRQV 
UHTXLUHG E\ 2030, ZLWK QR FXUUHQW SROLFLHV WR DGGUHVV WKH RWKHU 
KDOI. 7KLV FDUERQ SROLF\ JDS PXVW EH FORVHG WR PHHW WKH H[LVWLQJ 
FDUERQ EXGJHWV, DQG WR SUHSDUH IRU WKH 2050 WDUJHW DQG QHW ]HUR 
HPLVVLRQV LQ WKH ORQJHU WHUP. 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

7KH H[LVWLQJ FDUERQ EXGJHWV DUH GHVLJQHG WR SUHSDUH IRU WKH 8.¶V 
2050 WDUJHW LQ WKH ORZHVW FRVW ZD\ DV D FRQWULEXWLRQ WR D JOREDO 
SDWK DLPHG DW NHHSLQJ JOREDO DYHUDJH WHPSHUDWXUH WR DURXQG 2�&. 
*OREDO SDWKV WR NHHS FORVH WR 1.5�& DW WKH XSSHU HQG RI WKH 
DPELWLRQ LQ WKH 3DULV $JUHHPHQW, LPSO\ 8. UHGXFWLRQV RI DW OHDVW 
�0% EHORZ 1��0 OHYHOV E\ 2050 DQG SRWHQWLDOO\ PRUH DPELWLRXV 
HIIRUWV RYHU WKH WLPHVFDOH RI H[LVWLQJ FDUERQ EXGJHWV. 

+RZHYHU, ZH UHFRPPHQG WKH *RYHUQPHQW GRHV QRW DOWHU WKH 
OHYHO RI H[LVWLQJ FDUERQ EXGJHWV RU WKH 2050 WDUJHW QRZ. 7KH\ 
DUH DOUHDG\ VWUHWFKLQJ DQG UHODWLYHO\ DPELWLRXV FRPSDUHG WR 
SOHGJHV IURP RWKHU FRXQWULHV. 0HHWLQJ WKHP FRVW-HIIHFWLYHO\ ZLOO 
UHTXLUH GHSOR\PHQW WR EHJLQ DW VFDOH E\ 2030 IRU VRPH NH\ 
PHDVXUHV WKDW HQDEOH QHW ]HUR HPLVVLRQV (H.J. FDUERQ FDSWXUH DQG 
VWRUDJH, HOHFWULF YHKLFOHV, ORZ-FDUERQ KHDW). ,Q WKHRU\ WKHVH 
PHDVXUHV FRXOG DOORZ GHHSHU UHGXFWLRQV E\ 2050 (RI WKH RUGHU RI 
�0% EHORZ 1��0 OHYHOV) LI DFWLRQ ZHUH UDPSHG XS TXLFNO\. 

7KH SULRULW\ QRZ VKRXOG EH UREXVW QHDU-WHUP DFWLRQ WR FORVH WKH 
JDS WR H[LVWLQJ WDUJHWV DQG RSHQ XS RSWLRQV WR UHDFK QHW ]HUR 
HPLVVLRQV« 

7KHUH ZLOO EH VHYHUDO RSSRUWXQLWLHV WR UHYLVLW WKH 8.¶V WDUJHWV LQ 
IXWXUH DV ORZ-FDUERQ WHFKQRORJLHV DQG RSWLRQV IRU JUHHQKRXVH 
JDV UHPRYDOV DUH GHYHORSHG, DQG DV PRUH LV OHDUQW DERXW DPELWLRQ 
LQ RWKHU FRXQWULHV DQG SRWHQWLDO JOREDO SDWKV WR ZHOO EHORZ 2�& 
DQG 1.5�&� 

x  2018� WKH ,QWHUJRYHUQPHQWDO 3DQHO RQ &OLPDWH &KDQJH 
(µ,3&&¶) ZLOO SXEOLVK D 6SHFLDO 5HSRUW RQ 1.5�&, DQG WKHUH 
ZLOO EH DQ LQWHUQDWLRQDO GLDORJXH WR WDNH VWRFN RI QDWLRQDO 
DFWLRQV. 

x  2020� WKH &RPPLWWHH ZLOO SURYLGH LWV DGYLFH RQ WKH 8.¶V VL[WK 
FDUERQ EXGJHW, LQFOXGLQJ D UHYLHZ RI SURJUHVV WR GDWH, DQG 
QDWLRQV ZLOO SXEOLVK PLG-FHQWXU\ JUHHQKRXVH JDV GHYHORSPHQW 
SODQV. 

x  2023� WKH ILUVW IRUPDO JOREDO VWRFNWDNH RI VXEPLWWHG SOHGJHV 
ZLOO WDNH SODFH. 

:H ZLOO DGYLVH RQ ZKHWKHU WR VHW D QHZ ORQJ-WHUP WDUJHW, RU WR 
WLJKWHQ 8. FDUERQ EXGJHWV, DV DQG ZKHQ WKHVH HYHQWV RU DQ\ 
RWKHUV JLYH ULVH WR VLJQLILFDQW GHYHORSPHQWV.´ 

584.  3ODQ % (DUWK SUHVVHG WKH 6HFUHWDU\ RI 6WDWH IRU %(,6 WR UHYLVH WKH 2050 FDUERQ WDUJHW 
XQGHU WKH &&$ 2008 RQ WKH EDVLV WKDW, IROORZLQJ WKH 3DULV $JUHHPHQW, KH ZDV REOLJHG 
WR GR VR.  7KH 6HFUHWDU\ RI 6WDWH UHIXVHG� DQG 3ODQ % (DUWK DQG HOHYHQ RWKHU FODLPDQWV 
LVVXHG SURFHHGLQJV DJDLQVW WKH 6HFUHWDU\ RI 6WDWH IRU %(,6 DQG WKH &&& WR UHTXLUH WKHP 
WR GR VR (³WKH &DUERQ 7DUJHW -5´). ,Q UHVSRQVH WR WKH FODLPDQWV¶ 5HSO\ WR WKH 6XPPDU\ 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

*URXQGV RI 'HIHQFH LQ WKDW FODLP, VHUYHG RQ 10 $SULO 2018, WKH &&& VDLG (DW SDUDJUDSK 
11(Y))� 

³7KH &&& UHFRPPHQGHG QR FKDQJH WR WKH H[LVWLQJ 8. 2050 
WDUJHW (DW WKDW WLPH, 2FWREHU 2016), QRW EHFDXVH D PRUH DPELWLRXV 
WDUJHW ZDV LQIHDVLEOH, EXW UDWKHU EHFDXVH WKH H[LVWLQJ 8. WDUJHW 
ZDV SRWHQWLDOO\ FRQVLVWHQW ZLWK PRUH DPELWLRXV JOREDO 
WHPSHUDWXUH JRDOV, LQFOXGLQJ WKDW LQ WKH 3DULV $JUHHPHQW´. 

585.  )ROORZLQJ UHIXVDO RI SHUPLVVLRQ WR SURFHHG E\ /DQJ - RQ WKH SDSHUV, 6XSSHUVWRQH - 
UHIXVHG SHUPLVVLRQ DW DQ RUDO KHDULQJ (>2018@ (:+& 18�2 ($GPLQ)), ILQGLQJ� 

L)  7KH 3DULV $JUHHPHQW GRHV QRW LPSRVH DQ\ OHJDOO\ ELQGLQJ WDUJHW RQ HDFK VSHFLILF 
FRQWUDFWLQJ SDUW\ WR DFKLHYH DQ\ VSHFLILHG WHPSHUDWXUH OHYHO E\ 2050 (VHH >30@). 

LL)  6HFWLRQ 2 RI WKH &&$ 2008 JDYH WKH 6HFUHWDU\ RI 6WDWH D SRZHU, EXW GLG QRW 
LPSRVH D GXW\, WR DPHQG WKH 2050 WDUJHW LQ WKH HYHQW RI GHYHORSPHQWV LQ VFLHQWLILF 
NQRZOHGJH RU LQWHUQDWLRQDO ODZ RU SROLF\ (VHH >38@). 

LLL)  7KH &&&¶V DGYLFH DV DW 2FWREHU 2016 ZDV WKDW WKH H[LVWLQJ 2050 WDUJHW LV 
SRWHQWLDOO\ FRQVLVWHQW ZLWK D ZLGH UDQJH RI WHPSHUDWXUH RXWFRPHV, DQG ZDV 
FRPSDWLEOH ZLWK WKH 3DULV $JUHHPHQW (VHH >25@). 

LY)  2Q WKH EDVLV RI WKH DGYLFH IURP WKH &&&, WKH 6HFUHWDU\ RI 6WDWH ZDV SODLQO\ 
HQWLWOHG WR UHIXVH WR FKDQJH WKH 2050 WDUJHW (VHH >42@). 

Y)  7KH DOOHJHG IDLOXUH RI WKH 6HFUHWDU\ RI 6WDWH WR WDNH SUHYHQWDWLYH PHDVXUHV LQ WKH 
IDFH RI FOLPDWH FKDQJH ZDV QRW DUJXDEO\ D EUHDFK RI DUWLFOH 2 RU 8, RU RI DUWLFOH 1 
RI WKH )LUVW 3URWRFRO (³$131) WR, WKH (XURSHDQ &RQYHQWLRQ RQ +XPDQ 5LJKWV 
(³(&+5´) (VHH >48@->4�@). 

$VSOLQ /- UHIXVHG SHUPLVVLRQ WR DSSHDO RQ 22 -DQXDU\ 201�. 

586.  )RU WKH VDNH RI FRPSOHWHQHVV, ZH VKRXOG DGG WKDW 3ODQ % (DUWK DOVR DVNHG WKH 6HFUHWDU\ 
RI 6WDWH WR UHYLHZ WKH $136 XQGHU VHFWLRQ 6 RI WKH 3$ 2008 (VHH SDUDJUDSK 26 DERYH) 
RQ WKH EDVLV WKDW WKH GHYHORSPHQW RI VFLHQWLILF NQRZOHGJH DV UHIOHFWHG LQ WKH 3DULV 
$JUHHPHQW ZDV D ³VLJQLILFDQW FKDQJH LQ FLUFXPVWDQFHV´ XSRQ ZKLFK WKH SROLF\ KDG EHHQ 
GHFLGHG. %\ OHWWHU GDWHG 27 1RYHPEHU 2018, WKDW UHTXHVW ZDV GHFOLQHG (/RZ 1, 
SDUDJUDSKV 288-2�3). 7KDW GHFLVLRQ ZDV MXGLFLDOO\ UHYLHZDEOH, EXW QR FKDOOHQJH ZDV 
PDGH. 

587.  $JDLQ UHWXUQLQJ WR WKH FKURQRORJ\, LQ 2FWREHU 2017, WKH *RYHUQPHQW SXEOLVKHG LWV 
³&OHDQ *URZWK 6WUDWHJ\´, ZKLFK VWDWHG (DW SDJH 8)� 

³7KH DFWLRQV DQG LQYHVWPHQWV WKDW ZLOO EH QHHGHG WR PHHW WKH 
3DULV FRPPLWPHQWV ZLOO HQVXUH WKH VKLIW WR FOHDQ JURZWK ZLOO EH 
DW WKH IRUHIURQW RI SROLF\ DQG HFRQRPLF GHFLVLRQV PDGH E\ 
JRYHUQPHQWV DQG EXVLQHVVHV LQ WKH FRPLQJ GHFDGHV.´ 

588.  ,Q -DQXDU\ 2018, WKH &&& SXEOLVKHG D UHSRUW, ³$Q LQGHSHQGHQW DVVHVVPHQW RI WKH 8.¶V 
&OHDQ *URZWK 6WUDWHJ\´. +DYLQJ UHIHUUHG WR WKH VWDWXWRU\ WDUJHWV VHW RXW LQ WKH &&$ 
2008, LW VWDWHG� 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

³+RZHYHU, WKH 3DULV $JUHHPHQW LV OLNHO\ WR UHTXLUH JUHDWHU 
DPELWLRQ E\ 2050 DQG IRU HPLVVLRQV WR UHDFK QHW ]HUR DW VRPH 
SRLQW LQ WKH VHFRQG KDOI RI WKH FHQWXU\. ,W LV WKHUHIRUH HVVHQWLDO 
WKDW DFWLRQV DUH WDNHQ QRZ WR HQDEOH WKHVH GHHSHU UHGXFWLRQV WR 
EH DFKLHYHG«. 

« >'@HHSHU UHGXFWLRQV ZLOO EH UHTXLUHG WR PHHW WKH DLPV RI WKH 
3DULV $JUHHPHQW, ZKHWKHU E\ 2050 RU VXEVHTXHQWO\.  
'HYHORSPHQW RI >FDUERQ FDSWXUH DQG VWRUDJH@, FRPELQHG ZLWK 
YHU\ ORZ HPLVVLRQV IURP WUDQVSRUW, EXLOGLQJV DQG SRZHU 
JHQHUDWLRQ E\ 2050 (L.H. HPLVVLRQV UHGXFWLRQV DFURVV WKRVH 
VHFWRUV RI DW OHDVW �0%), SURJUHVV LQ µGLIILFXOW WR UHGXFH VHFWRUV¶ 
(H.J. DJULFXOWXUH DQG DYLDWLRQ) DQG, LI IHDVLEOH, GHSOR\PHQW RI 
**5 WHFKQRORJLHV, ZRXOG UHWDLQ WKH SRWHQWLDO IRU UHGXFWLRQV RI 
PRUH WKDQ 80% WR EH DFKLHYHG. 

,Q RXU DGYLFH RQ µ8. &OLPDWH $FWLRQ )ROORZLQJ WKH 3DULV 
$JUHHPHQW¶, WKH &RPPLWWHH UHFRPPHQGHG WKDW WKH *RYHUQPHQW 
ZDLW WR VHW PRUH DPELWLRXV ORQJ-WHUP WDUJHWV XQWLO LW KDG VWURQJ 
SROLFLHV LQ SODFH IRU PHHWLQJ H[LVWLQJ EXGJHWV DQG WKH HYLGHQFH 
EDVH LV ILUPHU RQ WKH DSSURSULDWH OHYHO IRU VXFK WDUJHWV. 7KH 
>,3&&@ ZLOO SURGXFH D 6SHFLDO 5HSRUW RQ WKH LPSOLFDWLRQV RI WKH 
3DULV $JUHHPHQW¶V 1.5�& DPELWLRQ LQ 2018. $W WKDW SRLQW, WKH 
*RYHUQPHQW VKRXOG UHTXHVW IXUWKHU DGYLFH IURP WKH &RPPLWWHH 
RQ WKH LPSOLFDWLRQV RI WKH 3DULV $JUHHPHQW IRU WKH 8.¶V ORQJ-
WHUP HPLVVLRQV WDUJHWV.´ 

58�.  ,W LV 3ODQ % (DUWK¶V FDVH WKDW WKH *RYHUQPHQW PXVW KDYH UHYLHZHG GUDIWV RI WKH ,3&& 
6SHFLDO 5HSRUW (DQG WKHUHIRUH NQRZQ WKH WKUXVW RI WKH UHSRUW) EHIRUH WKH GHVLJQDWLRQ RI 
WKH $136 RQ 26 -XQH 2018 ± DQG LW LV FRPPRQ JURXQG WKDW JRYHUQPHQWV DURXQG WKH 
ZRUOG UHYLHZHG WKH GUDIW UHSRUW EHWZHHQ 8 -DQXDU\ DQG 25 )HEUXDU\ 2018 (VHH SDUDJUDSK 
25 RI WKH &OLPDWH &KDQJH $QQH[ WR WKH $JUHHG 6WDWHPHQW) ± DOWKRXJK WKH FRQWHQW RI 
WKRVH GUDIWV LV QRW NQRZQ, DQG LW FRPPRQ JURXQG WKDW WKH ILQDO YHUVLRQ LQFRUSRUDWHG 
LQSXW IURP WKH UHYLHZ VWDJH. ,Q DQ\ HYHQW, RQ 17 $SULO 2018, WKH *RYHUQPHQW 
DQQRXQFHG DW WKH &RPPRQZHDOWK +HDGV RI *RYHUQPHQW 0HHWLQJ WKDW LW ZRXOG UHYLHZ 
DQG UHYLVH FOLPDWH FKDQJH WDUJHWV IROORZLQJ SXEOLFDWLRQ RI WKH ,3&& UHSRUW. 

5�0.  7KH ,3&& 6SHFLDO 5HSRUW RQ *OREDO :DUPLQJ RI 1.5�& ZDV SXEOLVKHG RQ 8 2FWREHU 
2018. :H ZHUH UHIHUUHG WR WKH ,3&& SUHVV UHOHDVH ZKLFK DFFRPSDQLHG WKH UHSRUW, ZKLFK 
ZH XQGHUVWDQG DFFXUDWHO\ VHWV RXW WKH PDLQ FRQFOXVLRQV. 7KH UHSRUW FRQFOXGHV WKDW 
OLPLWLQJ JOREDO ZDUPLQJ WR 1.5�& DERYH SUH-LQGXVWULDO OHYHOV, DV RSSRVHG WR 2�&, ZRXOG 
VLJQLILFDQWO\ UHGXFH WKH ULVNV RI ³FKDOOHQJLQJ LPSDFWV´ RQ HFRV\VWHPV DQG KXPDQ KHDOWK 
DQG ZHOO-EHLQJ� DQG WKDW PHHWLQJ D 1.5�& WDUJHW LV SRVVLEOH EXW ZRXOG UHTXLUH ³GHHS 
HPLVVLRQV UHGXFWLRQV´ DQG ³UDSLG, IDU-UHDFKLQJ DQG XQSUHFHGHQWHG FKDQJHV LQ DOO 
DVSHFWV RI VRFLHW\´. )RU JOREDO ZDUPLQJ WR EH OLPLWHG WR 1.5�&, JOREDO QHW HPLVVLRQV RI 
&22 ZRXOG QHHG WR IDOO E\ DERXW 45% IURP 2010 OHYHOV E\ 2030, UHDFKLQJ ]HUR E\ 2050. 

5�1.  7KH *RYHUQPHQW KDV FRPPLVVLRQHG WKH &&& WR SURYLGH DGYLFH RQ RSWLRQV IRU WKH GDWH 
E\ ZKLFK WKH 8. VKRXOG DFKLHYH (L) D QHW ]HUR *+* WDUJHW DQG/RU (LL) D QHW ]HUR FDUERQ 
WDUJHW LQ RUGHU WR FRQWULEXWH WR WKH JOREDO DPELWLRQV VHW RXW LQ WKH 3DULV $JUHHPHQW, 
LQFOXGLQJ ZKHWKHU QRZ LV WKH ULJKW WLPH WR VHW VXFK D WDUJHW (/RZ 2, SDUDJUDSK 46). 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

5�2.  ,Q WKH PHDQWLPH, IROORZLQJ SXEOLF FRQVXOWDWLRQ, LQ $SULO 2018, WKH *RYHUQPHQW 
SXEOLVKHG ³%H\RQG WKH KRUL]RQ ± 7KH )XWXUH RI 8. $YLDWLRQ� 7KH 1H[W 6WHSV WRZDUGV 
DQ $YLDWLRQ 6WUDWHJ\´, ZKLFK H[DPLQHV WKH GUDIW $YLDWLRQ 6WUDWHJ\ LQ WKH OLJKW RI WKH 
FRQVXOWDWLRQ UHVSRQVHV DQG FDOOV IRU IXUWKHU HYLGHQFH. )ROORZLQJ WKH SXEOLFDWLRQ RI D 
*UHHQ 3DSHU, ³$YLDWLRQ 2050 ± 7KH )XWXUH RI 8. $YLDWLRQ´, WKHUH ZDV D IXUWKHU SHULRG 
RI FRQVXOWDWLRQ, ZKLFK LV GXH WR HQG LQ -XQH 201�.  ,W LV H[SHFWHG WKDW D ILQDO YHUVLRQ RI 
WKH $YLDWLRQ 6WUDWHJ\ ZLOO EH SXEOLVKHG ODWHU WKLV \HDU. 

7KH $136 

5�3.  7KH $& ZDV ZHOO DZDUH WKDW FOLPDWH FKDQJH WRR ZDV DQ LPSRUWDQW PDWWHU ZLWK ZKLFK LW 
KDG WR JUDSSOH. 2QH RI LWV PHPEHUV (3URIHVVRU 'DPH -XOLD .LQJ, QRZ %DURQHVV %URZQ 
RI &DPEULGJH) ZDV D PHPEHU DQG 'HSXW\ &KDLU RI WKH &&&. 7KH ZRUN ZKLFK WKH $& 
RU WKH 'I7 GLG RU FRPPLVVLRQHG RQ FOLPDWH FKDQJH IRU WKH SXUSRVHV RI WKH $136 LV VHW 
RXW LQ WKH HYLGHQFH RI 0V /RZ (VHH HVSHFLDOO\ /RZ 1, SDUDJUDSKV 471-4��).  7KH ZRUN 
ZDV YHU\ VXEVWDQWLDO LQGHHG. 

5�4.  7KH $& LQWHJUDWHG WKH $YLDWLRQ 7DUJHW LQWR LWV DSSURDFK, DQG GHYHORSHG WZR VHWV RI 
IRUHFDVWV� RQH ZLWK D ILUP DYLDWLRQ HPLVVLRQV FDS RI 37.5 0W&22 LQ SODFH E\ 2050, DQG 
WKH RWKHU DVVXPLQJ FDUERQ WUDGLQJ. 7KH $& )LQDO 5HSRUW FRQFOXGHG WKDW, ZKLOVW WKH 
*DWZLFN 25 6FKHPH ZDV DVVRFLDWHG ZLWK WKH ORZHVW DGGLWLRQDO HPLVVLRQV, HDFK RI WKH 
WZR +HDWKURZ VFKHPHV ZDV FDSDEOH RI EHLQJ GHOLYHUHG ZLWKLQ WKH &&$ 2008 
REOLJDWLRQV. *HQHUDOO\, WKH &ODLPDQWV PDNH QR FRPSODLQW DERXW WKH $&¶V DQDO\VLV RU 
FRQFOXVLRQ. 

5�5.  )ROORZLQJ IXUWKHU DQDO\VLV DQG FRQVXOWDWLRQ, GXULQJ ZKLFK FRQFHUQV ZHUH UDLVHG DERXW 
WKH LPSDFW RI H[SDQVLRQ RQ WKH 8.¶V DELOLW\ WR PHHW LWV FOLPDWH FKDQJH FRPPLWPHQWV, 
WKH 6HFUHWDU\ RI 6WDWH DJUHHG ZLWK WKH $&� H[SDQVLRQ WKURXJK DQ\ RI WKH WKUHH VKRUW-
OLVWHG VFKHPHV ZDV ³FRQVLVWHQW ZLWK WKH 8.¶V FDUERQ REOLJDWLRQV´ (SDUDJUDSK 8.23 RI 
WKH *RYHUQPHQW 5HVSRQVH WR WKH &RQVXOWDWLRQV RQ WKH $136). 6R IDU  DV WKH 1:5 
6FKHPH LV FRQFHUQHG, WKDW LV UHIOHFWHG LQ WKH $136 LWVHOI, ZKLFK DW SDUDJUDSK 3.7 VWDWHV� 

³7KH *RYHUQPHQW DJUHHV ZLWK WKH >$&¶V@ DVVHVVPHQW WKDW D QHZ 
UXQZD\ >DV SDUW RI WKH 1:5 6FKHPH@ LV GHOLYHUDEOH ZLWKLQ WKH 
8.¶V FOLPDWH FKDQJH REOLJDWLRQV.´ 

5�6.  &DUERQ HPLVVLRQV DUH GHDOW ZLWK VXEVWDQWLYHO\ LQ SDUDJUDSKV 3.61-3.6� RI WKH $136, DV 
IROORZV� 

³3.61 $OWKRXJK QRW D GLIIHUHQWLDWLQJ IDFWRU EHWZHHQ WKH WKUHH 
VKRUW-OLVWHG VFKHPHV, WKH *RYHUQPHQW KDV FRQVLGHUHG WKH LVVXH 
RI FDUERQ HPLVVLRQV, JLYHQ WKH *RYHUQPHQW¶V FRPPLWPHQW WR 
WDFNOH FOLPDWH FKDQJH, DQG LWV OHJDO REOLJDWLRQV XQGHU WKH >&&$@ 
2008. 

3.62 7KH >$&@ LGHQWLILHG FDUERQ LPSDFWV IURP H[SDQVLRQ LQ 
IRXU DUHDV� D QHW LQFUHDVH LQ DLU WUDYHO� DLUVLGH JURXQG PRYHPHQWV 
DQG DLUSRUW RSHUDWLRQV� FKDQJHV LQ WUDYHO SDWWHUQV DV D UHVXOW RI 
WKH VFKHPH¶V VXUIDFH DFFHVV DUUDQJHPHQWV� DQG FRQVWUXFWLRQ RI 
QHZ LQIUDVWUXFWXUH. (PLVVLRQV IURP DLU WUDYHO, VSHFLILFDOO\ 
LQWHUQDWLRQDO IOLJKWV, DUH E\ IDU WKH ODUJHVW RI WKHVH LPSDFWV. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

3.63 7R DGGUHVV XQFHUWDLQWLHV RYHU WKH IXWXUH SROLF\ WUHDWPHQW 
RI LQWHUQDWLRQDO DYLDWLRQ HPLVVLRQV, WKH >$&@ XVHG WZR FDUERQ 
SROLF\ VFHQDULRV LQ LWV DQDO\VLV. 

3.64 7KH ILUVW ZDV D µFDUERQ FDSSHG¶ VFHQDULR, LQ ZKLFK 
HPLVVLRQV IURP WKH 8. DYLDWLRQ VHFWRU DUH OLPLWHG WR WKH >&&&¶V@ 
SODQQLQJ DVVXPSWLRQ IRU WKH VHFWRU RI 37.5 >0W&22@ LQ 2050.  
7KH VHFRQG ZDV D µFDUERQ WUDGHG¶ VFHQDULR, LQ ZKLFK HPLVVLRQV 
DUH WUDGHG DV SDUW RI D JOREDO FDUERQ PDUNHW, DOORZLQJ UHGXFWLRQV 
WR EH PDGH ZKHUH WKH\ DUH PRVW HIILFLHQW DFURVV WKH JOREDO 
HFRQRP\. 

3.65 7KH >$&@ WKHQ DVVHVVHG ZKHWKHU WKH QHHGV FDVH FRXOG EH 
PHW XQGHU HDFK RI WKHVH VFHQDULRV, WKDW LV ZKHWKHU H[SDQVLRQ 
ZRXOG VWLOO GHOLYHU WKH QHFHVVDU\ LPSURYHPHQWV DQG SURYLGH 
EHQHILWV WR SDVVHQJHUV DQG WKH ZLGHU HFRQRP\. 7KH *RYHUQPHQW 
KDV XSGDWHG WKLV DQDO\VLV WR WDNH DFFRXQW RI WKH ODWHVW SDVVHQJHU 
GHPDQG IRUHFDVWV. 

3.66 7KLV IXUWKHU DQDO\VLV UHLQIRUFHV WKH FRQFOXVLRQ WKDW DQ\ 
RQH RI WKH WKUHH VKRUW-OLVWHG VFKHPHV FRXOG EH GHOLYHUHG ZLWKLQ 
WKH 8.¶V FOLPDWH FKDQJH REOLJDWLRQV, DV ZHOO DV VKRZLQJ WKDW D 
PL[ RI SROLF\ PHDVXUHV DQG WHFKQRORJLHV FRXOG EH HPSOR\HG WR 
PHHW WKH >&&&¶V@ SODQQLQJ DVVXPSWLRQ. 

3.67 2I WKH WKUHH VKRUW-OLVWHG VFKHPHV, WKH >1:5 6FKHPH@ 
SURGXFHV WKH KLJKHVW FDUERQ HPLVVLRQV LQ DEVROXWH WHUPV. 
+RZHYHU, WKLV LV LQ SDUW GXH WR WKH JUHDWHU DGGLWLRQDO FRQQHFWLYLW\ 
SURYLGHG E\ WKH VFKHPH, DQG, LQ UHODWLRQ WR WKH LQFUHDVH LQ 
HPLVVLRQV FDXVHG E\ H[SDQVLRQ XQGHU DQ\ RI WKH VFKHPHV, WKH 
GLIIHUHQFHV EHWZHHQ WKH VFKHPHV DUH VPDOO. %RWK RI WKH FDUERQ 
SROLF\ VFHQDULRV LQFRUSRUDWHG PHDVXUHV WR HQVXUH WKDW WKH 
LQFUHDVHG HPLVVLRQV IURP DQ\ RI WKH VKRUW-OLVWHG VFKHPHV ZHUH 
QRW DGGLWLRQDO RYHUDOO HLWKHU DW WKH JOREDO OHYHO (LQ WKH FDUERQ 
WUDGHG FDVH) RU DW WKH 8. OHYHO (LQ WKH FDUERQ FDSSHG FDVH). 

3.68 7KH IXUWKHU DQDO\VLV DOVR VKRZV WKDW, LQ ERWK FDUERQ 
SROLF\ VFHQDULRV, WKH >1:5 6FKHPH@ ZRXOG GHOLYHU VLJQLILFDQW 
EHQHILWV WR SDVVHQJHUV DQG WKH ZLGHU HFRQRP\ (VXFK DV ORZHU 
IDUHV, LPSURYHG IUHTXHQF\ DQG KLJKHU SURGXFWLYLW\), DQG ZRXOG 
GR VR PRUH TXLFNO\ WKDQ WKH >*DWZLFN 25 6FKHPH@. %RWK 
+HDWKURZ VFKHPHV SURYLGH PRUH SDVVHQJHU EHQHILWV E\ 2050 
WKDQ WKH >*DWZLFN 25 6FKHPH@. 

3.6� 7KH *RYHUQPHQW KDV FRQVLGHUHG WKLV IXUWKHU DQDO\VLV, DQG 
FRQFOXGHV ERWK WKDW H[SDQVLRQ YLD D 1RUWKZHVW 5XQZD\ DW 
+HDWKURZ $LUSRUW (DV LWV SUHIHUUHG VFKHPH) FDQ EH GHOLYHUHG 
ZLWKLQ WKH 8.¶V FDUERQ REOLJDWLRQV, DQG WKDW WKH VFKHPH LV WKH 
ULJKW FKRLFH RQ HFRQRPLF DQG VWUDWHJLF JURXQGV UHJDUGOHVV RI WKH 
IXWXUH UHJLPH WR GHDO ZLWK HPLVVLRQV IURP LQWHUQDWLRQDO 
DYLDWLRQ.´ 
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5�7.  7KHUHIRUH, DV WKLV SDVVDJH UHIOHFWV, WKH $& KDG FRQVLGHUHG DOO WKUHH VKRUW-OLVWHG VFKHPHV 
(LQFOXGLQJ WKH 1:5 6FKHPH) LQ WKH FRQWH[W RI WZR SRVVLEOH ZD\V LQ ZKLFK LQWHUQDWLRQDO 
DYLDWLRQ FDUERQ HPLVVLRQV PLJKW EH GHDOW ZLWK DV D PDWWHU RI SROLF\ LQ WKH IXWXUH� (L) D 
³FDUERQ FDS´ LQ ZKLFK HPLVVLRQV IURP WKH 8. DYLDWLRQ VHFWRU ZHUH OLPLWHG WR WKH 
$YLDWLRQ 7DUJHW RI 37.5 0W&22 LQ 2050, DQG (LL) ³FDUERQ WUDGLQJ´ ZKLFK ZRXOG LQYROYH 
FDSSLQJ-DQG-WUDGLQJ RU (DV LQ WKH FXUUHQW (XURSHDQ (PLVVLRQV 7UDGLQJ 6\VWHP) D 
SURFHVV LQYROYLQJ WKH EX\LQJ DQG VHOOLQJ RI SHUPLWV DQG FUHGLWV WR HPLW &22.  7KH $& 
FRQVLGHUHG WKDW WKH 1:5 6FKHPH (DQG WKH RWKHU WZR VFKHPHV) FRXOG EH GHOLYHUHG 
ZLWKLQ WKH 8.¶V REOLJDWLRQV RQ HLWKHU EDVLV� D FRQFOXVLRQ ZLWK ZKLFK, DIWHU IXUWKHU  
DQDO\VLV DQG XSGDWLQJ RI SDVVHQJHU GHPDQG IRUHFDVWV, WKH $136 DJUHHG. 

5�8.  3DUDJUDSKV 4.41-4.52 FRQFHUQ ³&OLPDWH FKDQJH DGDSWDWLRQ´� DQG VHW RXW WKH DVVHVVPHQW 
SULQFLSOHV XSRQ ZKLFK VXFK DGDSWDWLRQ ZLOO EH DVVHVVHG IRU WKH SXUSRVHV RI D '&2 
DSSOLFDWLRQ. 

5��.  3DUDJUDSKV 5.76-5.83 VHW RXW KRZ WKH FDUERQ HPLVVLRQV LPSDFWV RI DQ\ VFKHPH EURXJKW 
IRUZDUG IRU GHYHORSPHQW FRQVHQW ZLOO EH DVVHVVHG. 7KH DSSOLFDQW LV UHTXLUHG WR SURYLGH 
HYLGHQFH RI WKH FDUERQ LPSDFW DJDLQVW WKH *RYHUQPHQW¶V FDUERQ REOLJDWLRQV (SDUDJUDSK 
5.76)� DQG VDWLVI\ WKH 6HFUHWDU\ RI 6WDWH DV WR WKH DFFHSWDELOLW\ RI PLWLJDWLRQ PHDVXUHV 
SXW IRUZDUG (SDUDJUDSK 5.78). ,Q UHVSHFW RI GHFLVLRQ-PDNLQJ RQ DQ\ DSSOLFDWLRQ, 
SDUDJUDSK 5.82 VWDWHV� 

³$Q\ LQFUHDVH LQ FDUERQ HPLVVLRQV DORQH LV QRW D UHDVRQ WR UHIXVH 
GHYHORSPHQW FRQVHQW, XQOHVV WKH LQFUHDVH LQ FDUERQ HPLVVLRQV 
UHVXOWLQJ IURP WKH SURMHFW LV VR VLJQLILFDQW WKDW LW ZRXOG KDYH D 
PDWHULDO LPSDFW RQ WKH DELOLW\ RI *RYHUQPHQW WR PHHW LWV FDUERQ 
UHGXFWLRQ WDUJHWV, LQFOXGLQJ FDUERQ EXGJHWV.´  

600.  )ROORZLQJ WKH 6HFUHWDU\ RI 6WDWH¶V DQQRXQFHPHQW WR WKH +RXVH RI &RPPRQV DERXW WKH 
$136 RQ 5 -XQH 2018, RQ 14 -XQH 2018 WKH &KDLU RI WKH &&& (/RUG 'HEHQ) DQG 'HSXW\ 
&KDLU (%DURQHVV %URZQ) ZURWH WR KLP H[SUHVVLQJ VXUSULVH WKDW KH GLG QRW UHIHU WR WKH 
3DULV $JUHHPHQW FRPPLWPHQWV, DQG VWUHVVLQJ WKH QHHG IRU DQ\ DLUSRUW H[SDQVLRQ WR EH 
FRPSDWLEOH ZLWK WKH 2050 FOLPDWH REMHFWLYHV.  7KH OHWWHU FRQWLQXHG� 

³,Q LWV SURMHFWLRQV, WKH >&&&@ KDV PDGH D UHODWLYHO\ JHQHURXV 
SURYLVLRQ IRU DYLDWLRQ HPLVVLRQV FRPSDUHG WR RWKHU VHFWRUV� 

� 2XU DQDO\VLV KDV LOOXVWUDWHG KRZ DQ 80% HFRQRP\-ZLGH 
UHGXFWLRQ LQ HPLVVLRQV FRXOG EH DFKLHYHG ZLWK DYLDWLRQ 
HPLVVLRQV DW 2005 OHYHOV LQ 2050.  5HODWLYH WR 1��0 OHYHOV WKLV LV 
D GRXEOLQJ RI HPLVVLRQV, DQG DQ LQFUHDVH LQ LWV VKDUH RI WRWDO 
HPLVVLRQV IURP 2% WR DURXQG 25%. :H HVWLPDWH WKDW WKLV ZRXOG 
DOORZ IRU DURXQG 60% JURZWK LQ DYLDWLRQ GHPDQG, GHSHQGHQW RQ 
WKH GHOLYHU\ RI WHFKQRORJLFDO DQG RSHUDWLRQDO LPSURYHPHQWV DQG 
VRPH XVH RI VXVWDLQDEOH ELRIXHOV. 

� $YLDWLRQ HPLVVLRQV DW 2005 OHYHOV LQ 2050 PHDQV RWKHU VHFWRUV 
PXVW UHGXFH HPLVVLRQV E\ PRUH WKDQ 80%, DQG LQ PDQ\ FDVHV 
ZLOO OLNHO\ QHHG WR UHDFK ]HUR. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

� +LJKHU OHYHOV RI DYLDWLRQ HPLVVLRQV LQ 2050 PXVW QRW EH 
SODQQHG IRU, VLQFH WKLV ZRXOG SODFH DQ XQUHDVRQDEO\ ODUJH EXUGHQ 
RQ RWKHU VHFWRUV.´ 

601.  7KH 6HFUHWDU\ RI 6WDWH UHVSRQGHG, UHPLQGLQJ WKH &&& WKDW WKH SURSRVHG $136 PDGH 
FOHDU WKDW DQ LQFUHDVH LQ FDUERQ HPLVVLRQV WKDW ZRXOG KDYH D PDWHULDO LPSDFW RQ WKH 
DELOLW\ RI *RYHUQPHQW WR PHHW LWV FDUERQ UHGXFWLRQ WDUJHWV ZRXOG EH D UHDVRQ WR UHIXVH 
GHYHORSPHQW FRQVHQW� DQG WKH *RYHUQPHQW ZDV FRQILGHQW WKDW WKH PHDVXUHV DQG 
UHTXLUHPHQWV RXWOLQHG LQ WKH $136 SURYLGHG D VWURQJ EDVLV IRU PLWLJDWLQJ WKH 
HQYLURQPHQWDO LPSDFWV RI H[SDQVLRQ. +H LQGLFDWHG WKDW WKHVH LVVXHV ZRXOG EH 
FRQVLGHUHG DV SDUW RI WKH $YLDWLRQ 6WUDWHJ\.    

7KH *URXQGV� ,QWURGXFWLRQ 

602.  7KH JURXQGV UHOLHG XSRQ E\ ERWK )R( DQG 3ODQ % (DUWK ZHUH IRFXVHG VROHO\ RQ FOLPDWH 
FKDQJH. 0U 6SXUULHU DOVR UHOLHG XSRQ D FOLPDWH FKDQJH JURXQG LQ JHQHUDO WHUPV (*URXQG 
22), EXW LQ VXEVWDQFH KH UHVWULFWHG KLPVHOI WR VXSSRUWLQJ WKH JURXQGV RI )R( DQG 3ODQ % 
(DUWK, QRWDEO\ HPSKDVLVLQJ RQH HOHPHQW LQ ZKLFK KH VXSSRUWHG WKH ZD\ LQ ZKLFK 0U 
&URVODQG SXW RQH RI WKH 3ODQ % (DUWK JURXQGV (VHH SDUDJUDSKV 616 DQG IROORZLQJ 
EHORZ).   $V ZH XQGHUVWDQG LW, 0U &URVODQG IRU 3ODQ % (DUWK VXSSRUWV )R(¶V JURXQGV� 
EXW WKH JURXQGV XSRQ ZKLFK KH PDGH UHSUHVHQWDWLRQV ZHUH XQLTXH WR 3ODQ % (DUWK, QRW 
EHLQJ VXSSRUWHG E\ 0U :ROIH.  :H ZLOO GHDO ZLWK WKH 3ODQ % (DUWK JURXQGV ILUVW. 

3ODQ % (DUWK¶V *URXQGV 

603.  0U &URVODQG UHOLHG RQ WKUHH JURXQGV, QXPEHUHG 14-16 LQ WKH FRQVROLGDWHG JURXQGV, DV 
IROORZV� 

*URXQG 14 

7KH 6HFUHWDU\ RI 6WDWH¶V GHVLJQDWLRQ ZDV LQ EUHDFK RI VHFWLRQV 5(8) DQG 10, EHFDXVH D 
UHOHYDQW ³*RYHUQPHQW SROLF\´ IRU WKH SXUSRVHV RI VHFWLRQ 5(8) DQG D PDWHULDO 
FRQVLGHUDWLRQ IRU WKH SXUSRVHV RI VHFWLRQ 10 ZDV D FRPPLWPHQW WR WKH 3DULV $JUHHPHQW 
OLPLW LQ WHPSHUDWXUH ULVH WR 1.5�& DQG ³ZHOO EHORZ´ 2�&. 7KH 6HFUHWDU\ RI 6WDWH DFWHG 
XQODZIXOO\ LQ QRW WDNLQJ LQWR DFFRXQW WKDW FRPPLWPHQW� DQG LQ WDNLQJ LQWR DFFRXQW DQ 
LPPDWHULDO FRQVLGHUDWLRQ, QDPHO\ WKH JOREDO WHPSHUDWXUH OLPLW E\ 2050 RI 2�& DERYH 
WKH SUH-LQGXVWULDO OHYHO ZKLFK, E\ WKH WLPH RI WKH GHVLJQDWLRQ, KDG EHHQ VFLHQWLILFDOO\ 
GLVFUHGLWHG DV UHFRJQLVHG E\ WKH 8. *RYHUQPHQW DV D SDUW\ WR WKH 3DULV $JUHHPHQW DQG 
RWKHU DQQRXQFHPHQWV RI VXSSRUW IRU WKH 1.5�& OLPLW XSRQ ZKLFK WKH 3DULV $JUHHPHQW 
ZDV EDVHG (3ODQ % (DUWK *URXQG 1). 

*URXQG 15 

7KH 6HFUHWDU\ RI 6WDWH HUUHG DQG IDLOHG WR DFW LQ DFFRUGDQFH ZLWK VHFWLRQ 3 RI WKH +XPDQ 
5LJKWV $FW 1��8, ZKLFK UHTXLUHV OHJLVODWLRQ WR EH UHDG DQG JLYHQ HIIHFW LQ D ZD\ ZKLFK 
LV FRPSDWLEOH ZLWK WKH (&+5 ULJKWV, E\ IDLOLQJ WR UHDG DQG JLYH HIIHFW WR WKH SKUDVH LQ 
VHFWLRQ 5(8) RI WKH 3$ 2008, ³*RYHUQPHQW SROLF\ UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG 
DGDSWDWLRQ WR, FOLPDWH FKDQJH´, DV LQFOXGLQJ WKH 3DULV $JUHHPHQW (3ODQ % (DUWK *URXQG 
3). 

*URXQG 16 
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,Q DQ\ HYHQW, LUUHVSHFWLYH RI WKH WHUPV RI WKH 3$ 2008, WKH 6HFUHWDU\ RI 6WDWH DFWHG 
LUUDWLRQDOO\ LQ WDNLQJ LQWR DFFRXQW WKH GLVFUHGLWHG 2�& OLPLW DQG QRW WDNLQJ LQWR DFFRXQW 
WKH 1.5�& OLPLW WR ZKLFK, E\ WKH WLPH RI WKH GHVLJQDWLRQ, WKH *RYHUQPHQW ZDV FRPPLWWHG 
(3ODQ % (DUWK *URXQG 2). 

604.  $V FDQ EH VHHQ IURP WKHVH JURXQGV, 0U &URVODQG¶V RYHUDUFKLQJ VXEPLVVLRQ LV WKDW, E\ 
WKH WLPH RI WKH GHVLJQDWLRQ RI WKH $136, *RYHUQPHQW SROLF\ LQFOXGHG WKH 3DULV 
$JUHHPHQW OLPLW LQ WHPSHUDWXUH ULVH WR 1.5�& DQG ³ZHOO EHORZ´ 2�&. ,QGHHG, KH 
VXEPLWWHG WKDW WKDW KDV EHHQ D NH\ DVSHFW RI ERWK LQWHUQDWLRQDO DQG 8. *RYHUQPHQW 
SROLF\ RQ FOLPDWH FKDQJH IURP WKH 3DULV $JUHHPHQW LQ 'HFHPEHU 2015, VL[ PRQWKV DIWHU 
WKH $& )LQDO 5HSRUW DQG RYHU WZR \HDUV EHIRUH WKH GHVLJQDWLRQ RI WKH $136.  $V VXFK, 
DW WKH WLPH RI GHVLJQDWLRQ, LW ZDV ³*RYHUQPHQW SROLF\´ IRU WKH SXUSRVHV RI VHFWLRQ 5(8) 
RI WKH 3$ 2008� DQG D UHOHYDQW FRQVLGHUDWLRQ IRU WKH SXUSRVHV RI VHFWLRQ 10. 7KH 
6HFUHWDU\ RI 6WDWH HUUHG LQ QRW WDNLQJ LW LQWR DFFRXQW. )XUWKHUPRUH, DV WKH UHYHUVH VLGH 
RI WKH VDPH FRLQ, 0U &URVODQG VXEPLWWHG WKDW, LQ 'HFHPEHU 2015 DQG WKXV E\ -XQH 2018, 
WKH 2�& WDUJHW LQ IDFW UHOLHG XSRQ E\ WKH 6HFUHWDU\ RI 6WDWH KDG EHHQ UHMHFWHG DV 
LQDGHTXDWH E\ 1�5 JRYHUQPHQWV (LQFOXGLQJ WKH 8. *RYHUQPHQW) DQG ZDV D LUUHOHYDQW 
FRQVLGHUDWLRQ. $V VXFK, WKH 6HFUHWDU\ RI 6WDWH HUUHG LQ WDNLQJ LW LQWR DFFRXQW.   

605.  0U :ROIH H[SUHVVO\ GLVWDQFHG KLPVHOI IURP WKHVH VXEPLVVLRQV, DQG SDUWLFXODUO\ WKDW 
EDVHG RQ VHFWLRQ 5(8), DFFHSWLQJ WKDW WKH UHOHYDQW SROLF\ ZDV QR PRUH DQG QR OHVV WKDQ 
WKDW VHW RXW LQ WKH &&$ 2008. ,Q WKH HYHQW, ZH FRQVLGHU WKDW 0U &URVODQG¶V VXEPLVVLRQV 
DUH PLVFRQFHLYHG, IRU WKH IROORZLQJ UHDVRQV. 

606.  ,W LV ZHOO-HVWDEOLVKHG WKDW (QJOLVK ODZ LV D GXDOLVW OHJDO V\VWHP XQGHU ZKLFK LQWHUQDWLRQDO 
ODZ RU DQ LQWHUQDWLRQDO WUHDW\ KDV OHJDO IRUFH DW WKH GRPHVWLF OHYHO RQO\ DIWHU LW KDV EHHQ 
LPSOHPHQWHG E\ D QDWLRQDO VWDWXWH (VHH, H.J., - + 5D\QHU (0LQFLQJ /DQH) /LPLWHG Y 
'HSDUWPHQW RI 7UDGH DQG ,QGXVWU\ >1��0@ 2 $& 418 DW SDJH 500 SHU /RUG 2OLYHU RI 
$\OPHUWRQ, DQG %ULQG DW SDJH 747)-+ SHU /RUG %ULGJH RI +DUZLFK). 7KHUHIRUH, QRQH 
RI WKHP KDYLQJ EHHQ LQFRUSRUDWHG, DQ\ REOLJDWLRQ LPSRVHG RQ WKH 8. *RYHUQPHQW E\ 
WKH 3DULV $JUHHPHQW KDV QR HIIHFW LQ GRPHVWLF ODZ.   

607.  %XW, LQ DQ\ HYHQW, DV ZH KDYH GHVFULEHG, ZKLOVW H[SUHVVLQJ LQWHUQDWLRQDO REMHFWLYHV ± 
QRWDEO\, WR KROG WKH LQFUHDVH LQ WKH JOREDO DYHUDJH WHPSHUDWXUH WR ZHOO EHORZ 2�& DERYH 
SUH-LQGXVWULDO OHYHOV DQG WR SXUVXH HIIRUWV WR OLPLW WKH WHPSHUDWXUH LQFUHDVH WR 1.5�& 
DERYH SUH-LQGXVWULDO OHYHOV ± WKH 3DULV $JUHHPHQW LPSRVHV QR REOLJDWLRQ XSRQ DQ\ 
LQGLYLGXDO VWDWH WR OLPLW JOREDO WHPSHUDWXUHV RU WR LPSOHPHQW WKH REMHFWLYH LQ DQ\ 
SDUWLFXODU ZD\.   ,W H[SUHVVHV JOREDO REMHFWLYHV, DQG DVSLUDWLRQV LQ UHVSHFW RI QDWLRQDO 
FRQWULEXWLRQV WR PHHW WKRVH REMHFWLYHV� DQG LW REOLJHV HDFK VWDWH SDUW\ WR ³SUHSDUH, 
FRPPXQLFDWH DQG PDLQWDLQ VXFFHVVLYH QDWLRQDOO\ GHWHUPLQHG FRQWULEXWLRQV WKDW LW 
LQWHQGV WR DFKLHYH´. 3DUWLHV DUH UHTXLUHG WR SXUVXH GRPHVWLF PLWLJDWLRQ PHDVXUHV, ZLWK 
WKH DLP RI DFKLHYLQJ WKH REMHFWLYHV� DQG HQVXUH WKH\ PHHW WKH UHTXLUHPHQW IRU VXFFHVVLYH 
QDWLRQDOO\ GHWHUPLQHG FRQWULEXWLRQV WR EH SURJUHVVLYH (DUWLFOH 4). %XW LW FOHDUO\ 
UHFRJQLVHV WKDW WKH DFWLRQ WR EH WDNHQ LQ WHUPV RI FRQWULEXWLRQV WR WKH JOREDO FDUERQ 
UHGXFWLRQ ZLOO EH QDWLRQDOO\ GHWHUPLQHG ³LQ WKH OLJKW RI GLIIHUHQW QDWLRQDO 
FLUFXPVWDQFHV´ (DUWLFOH 2(2))� DQG WKDW, LQ WKDW GHWHUPLQDWLRQ RI QDWLRQDO FRQWULEXWLRQV, 
HFRQRPLF DQG VRFLDO (DV ZHOO DV SXUHO\ HQYLURQPHQWDO) IDFWRUV DQG WKH FRQVLGHUDWLRQ RI 
KRZ RWKHU VWDWHV DUH SURSRVLQJ WR FRQWULEXWH ZLOO RU PD\ SOD\ D SURSHU SDUW. ,W LV FOHDUO\ 
UHFRJQLVHG RQ WKH IDFH RI WKH 3DULV $JUHHPHQW WKDW WKH DVVHVVPHQW RI WKH DSSURSULDWH 
FRQWULEXWLRQ ZLOO EH FRPSOH[ DQG D PDWWHU RI KLJK OHYHO SROLF\ IRU WKH QDWLRQDO 
JRYHUQPHQW. 
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608.  3DUOLDPHQW KDV GHWHUPLQHG WKH FRQWULEXWLRQ RI WKH 8. WRZDUGV JOREDO JRDOV LQ WKH &&$ 
2008. 2I FRXUVH, WKDW LV QRW IUDPHG LQ WHUPV RI JOREDO WHPSHUDWXUH UHGXFWLRQ ± D QDWLRQDO 
FRQWULEXWLRQ FRXOG QRW EH VR IUDPHG ± EXW LW ZDV FOHDUO\ EDVHG RQ D JOREDO WHPSHUDWXUH 
OLPLW LQ 2050 RI 2�& DERYH SUH-LQGXVWULDO OHYHOV. 1R RQH VXJJHVWV RWKHUZLVH. +RZHYHU, 
WKH WDUJHW VHW LQ VHFWLRQ 1 RI WKH $FW ± WKDW WKH QHW 8. FDUERQ DFFRXQW IRU 2050 LV DW OHDVW 
80% ORZHU WKDQ WKH 1��0 EDVHOLQH ± ZDV VHW, E\ 3DUOLDPHQW, KDYLQJ WDNHQ LQWR DFFRXQW, 
QRW MXVW HQYLURQPHQWDO, EXW HFRQRPLF, VRFLDO DQG RWKHU PDWHULDO IDFWRUV.  ,W LV  DQ  
HQWUHQFKHG SROLF\, LQ WKH VHQVH WKDW WKDW WDUJHW FDQQRW EH FKDQJHG RWKHU WKDQ LQ 
DFFRUGDQFH ZLWK WKH $FW, L.H. RQO\ LI WKHUH KDYH EHHQ VLJQLILFDQW GHYHORSPHQWV LQ 
VFLHQWLILF NQRZOHGJH DERXW FOLPDWH RU LQ (XURSHDQ RU LQWHUQDWLRQDO ODZ RU SROLF\, DQG 
WKHQ RQO\ DIWHU REWDLQLQJ DQG WDNLQJ LQWR DFFRXQW DGYLFH IURP WKH &&& DQG EHLQJ 
VXEMHFW WR WKH 3DUOLDPHQWDU\ DIILUPDWLYH UHVROXWLRQ SURFHGXUH. 

60�.  0U &URVODQG VXEPLWV WKDW, LI *RYHUQPHQW SROLF\ LQ WKLV UHJDUG LV UHVWULFWHG WR WKDW ZKLFK 
LV VHW RXW LQ WKH &&$ 2008 IURP WLPH-WR-WLPH, WKH SROLF\ PD\ EH ± DQG LV, LQ IDFW, QRZ 
± ODJJLQJ EHKLQG VFLHQWLILF NQRZOHGJH. :H DFFHSW WKDW WKDW PD\ EH VR. %XW 3DUOLDPHQW 
KDV GHWHUPLQHG WKH UHVSRQVH WR VFLHQWLILF NQRZOHGJH DQG DQDO\VLV FRQFHUQLQJ FOLPDWH 
FKDQJH, LQVRIDU DV WKH\ EHDU XSRQ WKH FDUERQ WDUJHW LQ VHFWLRQ 1 RI WKH &&$ 2008� DQG 
KDV GHWHUPLQHG WKH ZD\ LQ ZKLFK LW PD\ EH FKDQJHG. 7KH 6HFUHWDU\ RI 6WDWH FDQQRW 
FKDQJH WKH WDUJHW XQOHVV DQG XQWLO WKH FRQGLWLRQV VHW RXW LQ WKH &&$ 2008 DUH PHW� DQG, 
DV 6XSSHUVWRQH - SRLQWHG RXW LQ WKH HDUOLHU 3ODQ % (DUWK FODLP (L.H. WKH &DUERQ 7DUJHW 
-5� VHH SDUDJUDSKV 584-585 DERYH), HYHQ WKHQ WKH 6HFUHWDU\ RI 6WDWH GRHV QRW KDYH DQ 
REOLJDWLRQ, EXW RQO\ D SRZHU, WR FKDQJH WKH WDUJHW, WKH H[HUFLVH RI ZKLFK ZRXOG EH 
FKDOOHQJHDEOH RQO\ RQ FRQYHQWLRQDO SXEOLF ODZ JURXQGV. 

610.  7KH PRVW UHFHQW IRUPDOO\ H[SUHVVHG YLHZ RI WKH &&& LV WKDW WKH FXUUHQW WDUJHW LQ VHFWLRQ 
1 RI WKH &&$ 2008 LV SRWHQWLDOO\ FRPSDWLEOH ZLWK WKH DPELWLRQ RI WKH 3DULV $JUHHPHQW 
WR OLPLW WHPSHUDWXUH ULVH WR 1.5�& DQG ³ZHOO EHORZ´ 2�&, L.H. WKDW DPELWLRQ FRXOG EH 
DWWDLQHG HYHQ  LI WKH FXUUHQW WDUJHW LV PDLQWDLQHG, DQG WKHUHIRUH RQH SRVVLEOH UDWLRQDO 
UHVSRQVH WR WKH 3DULV $JUHHPHQW LV WR UHWDLQ WKH FXUUHQW &&$ 2008 WDUJHWV, DW OHDVW IRU 
WKH WLPH EHLQJ.   

611.  +RZHYHU, WKDW GRHV QRW PHDQ WKDW UHWDLQLQJ WKH FXUUHQW WDUJHW LV RSWLPDO RU WKH SROLF\ 
RSWLRQ WKH 6HFUHWDU\ RI 6WDWH RU 3DUOLDPHQW ZLOO GHFLGH WR WDNH. 7KXV, IROORZLQJ WKH 
UHFHQW ,3&& 5HSRUW DQG LQ WKH OLJKW RI WKH 3DULV $JUHHPHQW, WKH 6HFUHWDU\ RI 6WDWH KDV 
DVNHG WKH &&& IRU DGYLFH RQ SRVVLEOH FKDQJHV WR WKH 8.¶V FRQWULEXWLRQ WR WKH UHGXFWLRQ 
RI FDUERQ HPLVVLRQV, QRWDEO\ DV WR E\ ZKHQ WKH 8.¶V HPLVVLRQV VKRXOG EH ]HUR DQG 
ZKHQ VXFK D WDUJHW VKRXOG EH VHW. $V ZH KDYH H[SODLQHG, WKH DVVHVVPHQW RI DQ\ FKDQJH 
WR WKH WDUJHW ± LQ WHUPV RI SHUFHQWDJH DQG/RU GDWH ± LV D PDWWHU IRU SROLWLFDO MXGJPHQW, 
WDNLQJ LQWR FRQVLGHUDWLRQ QRW RQO\ WKH HYROYLQJ LQIRUPDWLRQ DQG DQDO\VLV LQ UHVSHFW RI 
FOLPDWH FKDQJH, EXW DOVR WKH HFRQRPLF DQG VRFLDO FRQVHTXHQFHV RI DQ\ FKDQJH, DQG WKH 
SRVLWLRQ LQ RWKHU VWDWHV ZLWK UHJDUG WR SURSRVDOV IRU WKHLU RZQ, QDWLRQDO DFWLRQV WR UHGXFH 
WKH FDUERQ EXUGHQ. 

612.  7KHUHIRUH, ZH DJUHH ZLWK WKH VXEPLVVLRQ RI 0U 0DXULFL (VXSSRUWHG LQ WKLV UHJDUG E\ 0U 
:ROIH) WKDW *RYHUQPHQW SROLF\ LQ UHVSHFW RI FOLPDWH FKDQJH WDUJHWV ZDV DQG LV 
HVVHQWLDOO\ WKDW VHW RXW LQ WKH &&$ 2008. 

613.  0U &URVODQG H[SUHVVO\ DFFHSWHG WKDW WKH SROLF\ DV VHW RXW LQ WKH &&$ 2008 ZDV 
*RYHUQPHQW SROLF\� EXW, KH VXEPLWWHG, LW ZDV RQO\ D FRPSRQHQW RI LW. *RYHUQPHQW 
SROLF\ DOVR LQFOXGHG WKH 3DULV $JUHHPHQW WHPSHUDWXUH OLPLW RI 1.5�& DQG ³ZHOO EHORZ´ 
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2�&, DQG WKDW WHPSHUDWXUH OLPLW ZDV DOVR D UHOHYDQW FRQVLGHUDWLRQ IRU $136 SXUSRVHV.  
$IWHU 3DULV, 0U &URVODQG VXEPLWWHG, WKH ³GLVFUHGLWHG´ WHPSHUDWXUH OLPLW  RI 2�& ZDV  
QHLWKHU *RYHUQPHQW SROLF\ QRU D UHOHYDQW FRQVLGHUDWLRQ IRU WKH SXUSRVHV RI WKH $136.  
7KH IDFW WKDW LW (DQG QRW WKH 3DULV WHPSHUDWXUH OLPLW) ZDV WUHDWHG DV SROLF\ DQG D UHOHYDQW 
FRQVLGHUDWLRQ LV FOHDU IURP (H.J.) *UDKDP, SDUDJUDSK 124, ZKHUH LW LV VDLG WKDW WKH 
$YLDWLRQ 7DUJHW ZDV QRW D FRQVWUDLQW EHFDXVH ³DOO HPLVVLRQV DUH DVVXPHG WR EH FDSWXUHG 
ZLWKLQ D FDUERQ PDUNHW WKDW DOORZV WRWDO JOREDO FDUERQ HPLVVLRQV FRQVLVWHQW ZLWK D 2 
degree climate stabilisation target´ (HPSKDVLV DGGHG). 7KDW VXEPLVVLRQ ZDV DOVR 
SUHVVHG E\ 0U 6SXUULHU. 

614.  +RZHYHU, ZH GR QRW FRQVLGHU WKDW WKH VXEPLVVLRQ KDV DQ\ IRUFH. 

615.  7KH 8. SROLF\ LQ WKLV UHJDUG, QRZ DQG DW DOO UHOHYDQW WLPHV, LV DQG KDV EHHQ EDVHG RQ D 
QDWLRQDO FDUERQ FDS. 7KH FDS LV DV VHW RXW WKH &&$ 2008. ,W LV EDVHG XSRQ WKH 2�& 
WHPSHUDWXUH OLPLW. )RU WKH UHDVRQV ZH KDYH JLYHQ, WKDW SROLF\ LV ³HQWUHQFKHG´ DQG FDQ 
RQO\ EH FKDQJHG WKURXJK WKH VWDWXWRU\ SURFHVV. 'HVSLWH WKH IDFW WKDW *RYHUQPHQW SROLF\ 
FRXOG RI FRXUVH EH RXWVLGH DQ\ VWDWXWRU\ SURYLVLRQV ± DQG GHVSLWH 0U &URVODQG¶V 
VXEPLVVLRQV WKDW WKDW, LQ VRPH ZD\, WKH &&$ 2008 FDS KDV WR EH UHDG ZLWK WKH 3DULV 
$JUHHPHQW (VHH, H.J., 7UDQVFULSW, GD\ 7 SDJHV 112 DQG 116) ± QHLWKHU SROLF\ QRU 
LQWHUQDWLRQDO DJUHHPHQW FDQ RYHUULGH D VWDWXWH. 1HLWKHU *RYHUQPHQW SROLF\ (LQ ZKDWHYHU 
IRUP) QRU WKH 3DULV $JUHHPHQW FDQ RYHUULGH RU XQGHUPLQH WKH SROLF\ DV VHW RXW LQ WKH 
&&$ 2008. ,Q RXU YLHZ, WKLV ZD\ RI SXWWLQJ WKH VXEPLVVLRQ LV LQFRQVLVWHQW ZLWK 0U 
&URVODQG¶V H[SUHVV DQG XQHTXLYRFDO FRQFHVVLRQ WKDW WKH FDUERQ WDUJHW LQ WKH &&$ 2008 
is *RYHUQPHQW SROLF\ DQG was D PDWHULDO FRQVLGHUDWLRQ IRU WKH SXUSRVHV RI WKH $136.  
,W VHHNV FROODWHUDOO\ WR XQGHUPLQH WKH VWDWXWRU\ SURYLVLRQV. 7KH VDPH IODZ SHUPHDWHG 
3ODQ %¶V $PHQGHG 6WDWHPHQW RI )DFWV DQG *URXQGV DQG ZULWWHQ VXEPLVVLRQV. 

616.  0U &URVODQG ± H[SUHVVO\ VXSSRUWHG E\ 0U 6SXUULHU ± VRXJKW WR JHW DURXQG WKDW IODZ LQ 
KLV VXEPLVVLRQ E\ IRFXVLQJ RQ, QRW D (QDWLRQDO) FDUERQ FDS (DV LQ WKH &&$ 2008), EXW 
RQ (JOREDO, RU DW OHDVW LQWHUQDWLRQDO) FDUERQ WUDGLQJ. 7KH $& DQG WKH $136 HDFK 
FRQVLGHUHG ERWK SROLF\ PHDQV RI WDFNOLQJ FOLPDWH FKDQJH (VHH SDUDJUDSK 5�7 DERYH)� 
EXW, DV ERWK 0U &URVODQG DQG 0U 6SXUULHU HPSKDVLVHG, HDFK FRQVLGHUHG FDUERQ WUDGLQJ 
RQ WKH (GLVFUHGLWHG) EDVLV RI D WDUJHW RI OLPLWLQJ WKH 2050 JOREDO DYHUDJH WHPSHUDWXUH 
FKDQJH WR 2�& UDWKHU WKDQ WKH OLPLWV VHW E\ WKH 3DULV $JUHHPHQW.   

617.  +RZHYHU� 

L)  7KH 8.¶V FXUUHQW SROLF\ LV EDVHG RQ FDUERQ FDSSLQJ, QRW FDUERQ WUDGLQJ. 7KH $& 
DQG $136 FRQVLGHUHG FDUERQ WUDGLQJ RQO\ DV D SRVVLEOH IXWXUH SROLF\. 

LL)  %RWK WKH $& DQG WKH $136 FRQFOXGHG WKDW, ZLWK DSSURSULDWH PLWLJDWLRQ, WKH 1:5 
6FKHPH ZDV GHOLYHUDEOH ZLWKLQ WKH 8.¶V FOLPDWH FKDQJH REOLJDWLRQV, ZKHWKHU LQ 
FDUERQ FDSSLQJ RU FDUERQ WUDGLQJ IRUP. 

LLL)  ,Q WHUPV RI FDUERQ FDSSLQJ, WKH FDS ZKLFK KDV EHHQ VHW, QRZ DQG DW DOO UHOHYDQW 
WLPHV, LV EDVHG RQ WKH SUHPLVH WKDW WKH JOREDO DYHUDJH WHPSHUDWXUH ULVH LQ 2050 
VKRXOG EH KHOG WR 2�& DERYH SUH-LQGXVWULDO OHYHOV. 7KH &&& PDLQWDLQ WKDW WKH 
FXUUHQW FDS (DV VHW RXW LQ WKH &&$ 2008), DOWKRXJK GHULYHG IURP WKH 2�& WDUJHW, 
LV SRWHQWLDOO\ FRPSDWLEOH ZLWK WKH 3DULV $JUHHPHQW WDUJHW. 



� �
�

�

�

�  
   

 
 

  
  

  

�   
 

 
  

  
 

 
  

�    
 

�
 

   

  
  

  

�

�  
   

  
 

�
   

  
  

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

LY)  ,Q WHUPV RI FDUERQ WUDGLQJ, DV ZH XQGHUVWDQG LW, WKLV ZRXOG LQYROYH HLWKHU D 
QDWLRQDO FDS (³FDS-DQG-WUDGH´) RU D V\VWHP RI SHUPLWV DQG FUHGLWV.  7KH IRUPHU RI 
FRXUVH LQKHUHQWO\ UHTXLUHV D QDWLRQDO FDS� EXW HYHQ XQGHU WKH ODWWHU WKH 
*RYHUQPHQW ZRXOG KDYH WR FRPH WR D YLHZ RQ WKH OHYHO RI 8. FDUERQ HPLVVLRQV 
WKDW ZRXOG EH FRPSDWLEOH ZLWK WKH FDUERQ WUDGLQJ V\VWHP LQ ZKLFK LW KDG HQJDJHG.  
7KH WHUPV RI SDUDJUDSK 5.82 RI WKH $136 (VHH SDUDJUDSK 5�8 DERYH) DUH ZLGH 
HQRXJK WR HQVXUH WKDW D '&2 ZRXOG EH UHIXVHG LI WKH FDUERQ HPLVVLRQV IURP WKH 
SURSRVHG VSHFLILF GHYHORSPHQW KDG D PDWHULDO LPSDFW RQ WKH DELOLW\ RI WKH 
*RYHUQPHQW WR PHHW ³FDUERQ UHGXFWLRQ WDUJHWV´ VHW LQ WKH FRQWH[W RI D FDUERQ 
WUDGLQJ VFHQDULR. 

Y)  7KDW LV VXIILFLHQW WR GLVSRVH RI WKLV ZD\ RI SXWWLQJ WKLV JURXQG, E\ UHMHFWLQJ LW.  
+RZHYHU, ZH VKRXOG VD\ WKDW LW VHHPV WR XV LQKHUHQWO\ XQOLNHO\ WKDW WKH 8. ZRXOG 
HQWHU LQWR D V\VWHP RI SHUPLWV DQG FUHGLWV WKDW ZDV PRUH FRQVWUDLQLQJ IRU WKH 8. 
WKDQ D FDUERQ FDS. ,W KDV QRW EHHQ H[SODLQHG KRZ D FKDQJH LQ JOREDO DVSLUDWLRQV 
FKDQJHV WKH YLDELOLW\ RI D SODQ XQGHU D SHUPLWV/FUHGLWV V\VWHP ZKLFK LV GHVLJQHG 
WR JLYH PRUH (QRW OHVV) IOH[LELOLW\ WKDQ VLPSOH FDSSLQJ� EXW, LQ DQ\ HYHQW, LW VHHPV 
LQFRQFHLYDEOH WKDW D SODQ ZKLFK LV YLDEOH XQGHU D VLPSOH QDWLRQDO FDUERQ FDSSLQJ 
V\VWHP ZRXOG QRW EH YLDEOH XQGHU D FDUERQ WUDGLQJ V\VWHP. ,Q RXU YLHZ, WKH 
FXUUHQW SROLF\ IRFXV RQ FDUERQ FDSSLQJ LV HQWLUHO\ XQGHUVWDQGDEOH.        

618.  )RU WKRVH UHDVRQV, LQ KLV GHFLVLRQ WR GHVLJQDWH WKH $136, WKH 6HFUHWDU\ RI 6WDWH GLG QRW 
HUU LQ WDNLQJ WKH &&$ 2008 WDUJHWV LQWR DFFRXQW� LQGHHG, KH ZRXOG FOHDUO\ KDYH HUUHG LI 
KH KDG QRW WDNHQ LQWR DFFRXQW WKH WDUJHWV DV IL[HG E\ 3DUOLDPHQW.   

61�.  1RU, LQ RXU YLHZ, GLG KH HUU LQ IDLOLQJ WR WDNH LQWR DFFRXQW WKH 3DULV $JUHHPHQW, RU WKH 
SUHPLVH XSRQ ZKLFK WKDW $JUHHPHQW ZDV PDGH QDPHO\ WKDW WKH WHPSHUDWXUH ULVH VKRXOG 
EH OLPLWHG WR 1.5�& DQG ³ZHOO EHORZ´ 2�&. 7KLV ZD\ RI SXWWLQJ WKH JURXQG VXEVWDQWLDOO\ 
RYHUODSV ZLWK *URXQG 12 SXUVXHG E\ 0U :ROIH RQ EHKDOI RI )R(, DQG ZH ZLOO QRW UHSHDW 
RXU UHVSRQVH WR WKDW JURXQG KHUH (VHH, UDWKHU, SDUDJUDSKV 633 DQG IROORZLQJ EHORZ).  
+RZHYHU, EULHIO\, WKH 6HFUHWDU\ RI 6WDWH ZDV QRW REOLJHG WR KDYH IRUHVKDGRZHG D IXWXUH 
GHFLVLRQ DV WR WKH GRPHVWLF LPSOHPHQWDWLRQ RI WKH 3DULV $JUHHPHQW E\ ZD\ RI D FKDQJH 
WR WKH FULWHULD VHW RXW LQ WKH &&$ 2008 ZKLFK FDQ RQO\ EH PDGH WKURXJK WKH VWDWXWRU\ 
SURFHVV� DQG, LQGHHG, KH PD\ KDYH EHHQ RSHQ WR FKDOOHQJH LI KH KDG SURFHHGHG RQ D 
EDVLV LQFRQVLVWHQW ZLWK WKH FXUUHQW VWDWXWRU\ FULWHULD. 1RU ZDV KH RWKHUZLVH REOLJHG WR 
KDYH WDNHQ LQWR DFFRXQW WKH 3DULV $JUHHPHQW OLPLWV RU WKH HYROYLQJ NQRZOHGJH DQG 
DQDO\VLV RI FOLPDWH FKDQJH WKDW UHVXOWHG LQ WKDW $JUHHPHQW.   

620.  *URXQG 14 (3ODQ % (DUWK¶V *URXQG 1) WKHUHIRUH IDLOV.    

621.  3UD\LQJ WKH +5$ 1��8 DV DQ DLG WR FRQVWUXFWLRQ GRHV QRW DVVLVW 0U &URVODQG. +H 
VXEPLWWHG WKDW WKH 6HFUHWDU\ RI 6WDWH HUUHG DQG IDLOHG WR FRPSO\ ZLWK VHFWLRQ 3 RI WKH 
+5$ 1��8 E\ IDLOLQJ WR LQWHUSUHW DQG JLYH HIIHFW WR WKH SKUDVH LQ VHFWLRQ 5(8) RI WKH 3$ 
2008, ³*RYHUQPHQW SROLF\ UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG DGDSWDWLRQ WR, FOLPDWH 
FKDQJH´, LQ D ZD\ ZKLFK LV FRPSDWLEOH ZLWK ULJKWV XQGHU WKH (&+5, L.H. DV LQFOXGLQJ 
WKH 3DULV $JUHHPHQW. 

622.  0U 0DXULFL FRQFHGHG, IRU WKH SXUSRVHV RI WKLV JURXQG, WKDW 0U &URVODQG FRXOG UHO\ RQ 
WKLV DUJXPHQW DQG ZDV QRW UHVWUDLQHG IURP GRLQJ VR EHFDXVH 3ODQ % (DUWK LV  QRW D  
³YLFWLP´ IRU WKH SXUSRVHV RI VHFWLRQ 7 RI WKH +XPDQ 5LJKWV $FW 1��8 (L.H. ,VVXH 17 
ZKLFK, LQ YLHZ RI WKDW FRQFHVVLRQ, ZH QHHG QR ORQJHU FRQVLGHU). +RZHYHU, ZH GR QRW 
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FRQVLGHU WKH +XPDQ 5LJKWV $FW FDQ DUJXDEO\ DVVLVW LQ WKH FRQVWUXFWLRQ RI VHFWLRQ 5(8).  
)RU WKH UHDVRQV ZH KDYH JLYHQ, ZH FRQVLGHU WKH LQWHUSUHWDWLRQ RI WKDW VHFWLRQ WR EH FOHDU� 
QRU, IRU WKH UHDVRQV JLYHQ EHORZ (VHH SDUDJUDSKV 661-665), GR ZH FRQVLGHU WKDW 
LQWHUSUHWDWLRQ WR LQIULQJH WKH +XPDQ 5LJKWV $FW. *URXQG 15 (3ODQ % (DUWK¶V *URXQG 3) 
WKHUHIRUH DOVR IDLOV. 

623.  7KDW GHDOV ZLWK WKH 3ODQ % (DUWK¶V JURXQGV RI FKDOOHQJH WKDW WXUQHG RQ WKH FRQVWUXFWLRQ 
RI VHFWLRQV 5(8) DQG 10 RI WKH 3$ 2008. +RZHYHU, WKLUG DQG ILQDOO\, DV *URXQG 16 
(*URXQG 2 RI 3ODQ % (DUWK¶V *URXQGV), 0U &URVODQG VXEPLWWHG WKDW, LUUHVSHFWLYH RI WKH 
WHUPV RI WKH $FW, WKH 6HFUHWDU\ RI 6WDWH DFWHG LUUDWLRQDOO\ LQ WDNLQJ LQWR DFFRXQW WKH 
GLVFUHGLWHG 2�& OLPLW DQG QRW WDNLQJ LQWR DFFRXQW WKH 1.5�& OLPLW DV VHW RXW LQ WKH 3DULV 
$JUHHPHQW. :H FDQ GHDO ZLWK WKDW EULHIO\� IRU WKH VDPH UHDVRQV DV WKRVH VHW RXW LQ 
UHODWLRQ WR *URXQGV 12 DQG 15, ZH GR QRW FRQVLGHU WKDW WKH 6HFUHWDU\ RI 6WDWH DFWHG 
LUUDWLRQDOO\ RU RWKHUZLVH XQODZIXOO\ LQ HLWKHU UHJDUG. 

624.  &RQVHTXHQWO\, ZH GR QRW FRQVLGHU WKDW DQ\ RI 3ODQ % (DUWK¶V GLVFUHWH JURXQGV KDYH 
PHULW� LQGHHG, ZH GR QRW FRQVLGHU DQ\ LV DUJXDEOH. 

*URXQG 11� )R( *URXQG 1 

625.  2Q EHKDOI RI )R(, 0U :ROIH UHOLHG RQ WKUHH JURXQGV. 

626.  )LUVW, KH VXEPLWWHG WKDW, LQ EUHDFK RI WKH GXW\ LQ VHFWLRQ 5(7) DQG (8) RI WKH 3$ 2008 WR 
JLYH UHDVRQV IRU SROLF\ LQ WKH $136 ± LWV UDWLRQDOH ± LQFOXGLQJ DQ H[SODQDWLRQ RI KRZ 
WKH $136 WDNHV DFFRXQW RI *RYHUQPHQW SROLF\ UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG 
DGDSWDWLRQ WR, FOLPDWH FKDQJH, WKH $136 IDLOV WR H[SODLQ KRZ LW WDNHV DFFRXQW RI WKH 
2050 FDUERQ WDUJHW DV VHW RXW LQ VHFWLRQ 1 RI WKH &&$ 2008.  +H DOVR UHOLHG RQ D IDLOXUH 
WR H[SODLQ KRZ LW WDNHV DFFRXQW RI WKH $YLDWLRQ 7DUJHW� EXW, DV ZH KDYH H[SODLQHG (VHH 
SDUDJUDSK 573 DERYH), DOWKRXJK WKDW KDV EHHQ WDNHQ LQWR DFFRXQW E\ WKH &&& DV D 
SODQQLQJ DVVXPSWLRQ, LW KDV QRW EHHQ DGRSWHG E\ WKH *RYHUQPHQW DQG LV QR SDUW RI 
*RYHUQPHQW SROLF\.  ,W SOD\V QR SDUW XQGHU WKLV KHDG RI FODLP. 

627.  ,Q UHVSHFW RI WKH 2050 FDUERQ HPLVVLRQV WDUJHW LQ WKH &&$ 2008, 0U :ROIH VXEPLWWHG 
WKDW WKH $136 ZDV LQWHUQDOO\ FRQWUDGLFWRU\ RU RWKHUZLVH XQFOHDU LQ VL[ UHVSHFWV, QDPHO\� 

L)  ZKHWKHU WKH $136 (D) GHWHUPLQHV FRQFOXVLYHO\ WKDW LWV SROLFLHV DUH FRPSDWLEOH 
ZLWK WKH &&$ 2008 FDUERQ HPLVVLRQV WDUJHW VXFK WKDW, DPRQJ RWKHU WKLQJV, WKH 
PDWWHU ZLOO QRW EH (UH)FRQVLGHUHG DV SDUW RI GHWHUPLQLQJ DQ\ '&2 DSSOLFDWLRQ LQ 
GXH FRXUVH, RU UDWKHU (E) DFFHSWV WKDW WKDW TXHVWLRQ UHPDLQV WR EH GHWHUPLQHG DW 
WKH '&2 DSSOLFDWLRQ VWDJH� 

LL)  ZKHWKHU WKH UHIHUHQFH LQ SDUDJUDSK 5.82 RI WKH $136 WR ³FDUERQ UHGXFWLRQ 
WDUJHWV´ UHIHUV WR WKH WDUJHWV LQ IRUFH DW WKH GDWH WKDW WKH $136 ZDV GHVLJQDWHG, RU 
DQ\ GLIIHUHQW WDUJHW LQ IRUFH DW WKH GDWH WKDW WKH DSSOLFDWLRQ IRU GHYHORSPHQW 
FRQVHQW LV GHWHUPLQHG� 

LLL)  ZKDW WDUJHW LV (RU WDUJHWV DUH) UHIHUUHG WR LQ SDUDJUDSK 5.82� DQG, LQ SDUWLFXODU, 
ZKHWKHU LW LV D UHIHUHQFH RQO\ WR WKH 2050 7DUJHW, RU ZKHWKHU LW LQFOXGHV 
LQWHUQDWLRQDO DQG QRQ-VWDWXWRU\ WDUJHWV VXFK DV WKH $YLDWLRQ 7DUJHW DQG WKH 
RYHUDUFKLQJ JRDOV RI WKH 3DULV $JUHHPHQW� 



� �
�

�

�

�  
 

 
 

�
  

 
  

�  

�  

 

�     
    

  
  

   

   

  

�   
 

 

�   
 
 

�

�  

�  
 

�
 

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

LY)  OLQNHG WR (LLL), ZKHWKHU SDUDJUDSK 5.82 UHTXLUHV, RU DOORZV, LQWHUQDWLRQDO DYLDWLRQ 
HPLVVLRQV WR EH WDNHQ LQWR DFFRXQW ZKHQ GHFLGLQJ ZKHWKHU WKH FDUERQ HPLVVLRQV 
UHVXOWLQJ  IURP WKH SURMHFW DUH VR VLJQLILFDQW WKDW WKH\ ZRXOG KDYH D PDWHULDO 
LPSDFW RQ WKH DELOLW\ RI WKH *RYHUQPHQW WR PHHW LWV ³FDUERQ UHGXFWLRQ WDUJHWV´�  

Y)  ZKHWKHU, IRU WKH SXUSRVHV RI SDUDJUDSK 5.82, DQ\ DVVHVVPHQW DW WKH VWDJH RI 
GHYHORSPHQW FRQVHQW ZLOO LQFOXGH HPLVVLRQV IURP DLUFUDIW LQ IOLJKW (DQG WKXV 
ZKHWKHU WKH GHFLVLRQ WR JUDQW GHYHORSPHQW FRQVHQW ZLOO GHSHQG RQ WKH 
DFFHSWDELOLW\ RI VXFK HPLVVLRQV JLYHQ WKH UHTXLUHPHQWV RI WKH WLPH)� DQG 

YL)  ZKDW LV PHDQW LQ SDUDJUDSK 5.82 E\ WKH SKUDVH ³PDWHULDO LPSDFW RQ WKH DELOLW\ RI 
WKH *RYHUQPHQW WR PHHW LWV FDUERQ UHGXFWLRQ WDUJHWV´. 

628.  0U 0DXULFL¶V RYHUDUFKLQJ UHVSRQVH ZDV WKDW, DOWKRXJK IUDPHG LQ WHUPV RI D UHDVRQV 
FKDOOHQJH XQGHU VHFWLRQ 5(7) DQG (8) RI WKH 3$ 2008, WKLV FODLP LV LQ VXEVWDQFH QRWKLQJ 
RI WKH NLQG� EXW UDWKHU DQ LQDSSURSULDWH DWWHPSW WR REWDLQ GHFODUDWRU\ UHOLHI DV WR WKH 
PHDQLQJ RI FHUWDLQ SDVVDJHV RI WKH $136, QRWDEO\ SDUDJUDSK 5.82.   

62�.  :H FRQVLGHU WKHUH LV FRQVLGHUDEOH IRUFH LQ WKDW VXEPLVVLRQ.  %\ WKHLU QDWXUH, SODQQLQJ 
SROLFLHV ± SDUWLFXODUO\ KLJK OHYHO, VWUDWHJLF SODQQLQJ SROLFLHV ± DUH IXOO  RI EURDG  
VWDWHPHQWV RI SROLF\, WKH DSSOLFDWLRQ RI ZKLFK RIWHQ GHSHQG XSRQ D ODWHU DQG GLVWLQFW 
H[HUFLVH RI MXGJPHQW WR EH DSSOLHG E\ D GHFLVLRQ-PDNHU WR D JLYHQ VHW RI IDFWV DQG, DV 
VXFK, WKH\ FDQQRW WR EH FRQVWUXHG LQ WKH VDPH VWULFW H[HJHWLFDO ZD\ WKDW  PLJKW EH  
DSSURSULDWH IRU VWDWXWRU\ RU FRQWUDFWXDO SURYLVLRQV (VHH 7HVFR 6WRUHV /LPLWHG Y 'XQGHH 
&LW\ &RXQFLO >2012@ 8.6& 13� >2012@ 3765 �83 DW >1�@ SHU /RUG 5HHG -6&, 5 
(1LFKROVRQ) Y $OOHUGDOH %RURXJK &RXQFLO >2015@ (:+& 2510 ($GPLQ)  DW >21@ SHU  
+ROJDWH -, DQG +RSNLQV +RPHV /LPLWHG Y 6HFUHWDU\ RI 6WDWH IRU &RPPXQLWLHV DQG /RFDO 
*RYHUQPHQW >2017@ 8.6& 37� >2017@ 1 :/5 1865 DW >24@ SHU /RUG &DUQZDWK RI 
1RWWLQJ +LOO -6&). 

630.  :H FRQVLGHU WKH QDWXUH RI WKH REOLJDWLRQ XQGHU VHFWLRQ 5(7) DQG (8) DERYH (VHH 
SDUDJUDSKV 113-123). $V 0U 0DXULFL VXEPLWWHG, WKH $136 (DW SDUDJUDSKV 3.17, 3.50, 
3.61-6� DQG 5.6�-5.84) JDYH VXEVWDQWLDO FRQVLGHUDWLRQ WR PDWWHUV UHODWLQJ WR WKH 
PLWLJDWLRQ RI, DQG DGDSWDWLRQ WR, FOLPDWH FKDQJH.  ,Q SDUWLFXODU, WKH $136� 

L)  H[SUHVVO\ UHFRJQLVHG WKDW XQGHU VHFWLRQ 5(8) RI WKH 3$ 2008 WKH $136 PXVW JLYH 
DQ H[SODQDWLRQ RI KRZ WKH SROLF\ VHW RXW LQ WKH VWDWHPHQW WDNHV DFFRXQW RI 
*RYHUQPHQW SROLF\ UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG DGDSWDWLRQ WR, FOLPDWH 
FKDQJH� 

LL)  UHFRUGHG WKH REMHFWLYHV LQ WKH $3) LQ UHVSHFW RI DYLDWLRQ HPLVVLRQV� 

LLL)  QRWHG WKDW WKH 8.¶V REOLJDWLRQV RQ *+* HPLVVLRQV DUH VHW E\ WKH &&$ 2008, DQG 
WKH SRVLWLRQ LQ UHVSHFW RI DYLDWLRQ HPLVVLRQV XQGHU WKDW $FW�  

LY)  GHVFULEHG KRZ FOLPDWH FKDQJH PDWWHUV KDYH EHHQ DVVHVVHG LQ GHYHORSLQJ WKH 
$136� 

Y)  H[SODLQHG KRZ WKH $136 KDG EHHQ LQIRUPHG E\ DQ DVVHVVPHQW RI ZKHWKHU 
H[SDQVLRQ ZDV FDSDEOH RI EHLQJ DFKLHYHG FRQVLVWHQWO\ ZLWK WKH 8.¶V FDUERQ 
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REOLJDWLRQ, WKH DVVHVVPHQW EHLQJ WKDW WKH VFKHPH ZDV GHOLYHUDEOH ZLWKLQ WKH 8.¶V 
FOLPDWH FKDQJH REOLJDWLRQV�  

YL)  VHW RXW ZKDW DQ DSSOLFDQW IRU D '&2 PXVW GHPRQVWUDWH LQ UHVSHFW RI OLNHO\ 
VLJQLILFDQW FOLPDWH IDFWRUV� 

YLL)  DGGUHVVHG PLWLJDWRU\ PHDVXUHV� DQG 

YLLL)  ILQDOO\, VHW RXW KRZ PDWWHUV UHODWLQJ WR FOLPDWH FKDQJH ZLOO EH DVVHVVHG XQGHU DQ\ 
'&2 DSSOLFDWLRQ. 

:H DUH ILUPO\ RI WKH YLHZ WKDW WKLV VDWLVILHG WKH REOLJDWLRQ WR JLYH UHDVRQV XQGHU VHFWLRQ 
5(7) DQG (8), DQG WKH FRPSODLQWV UDLVHG XQGHU WKLV JURXQG IDOO IDU VKRUW RI GHPRQVWUDWLQJ 
D EUHDFK RI WKRVH SURYLVLRQV. 

631.  +RZHYHU, LQ DQ\ HYHQW, ZH GR QRW FRQVLGHU DQ\ RI WKH VSHFLILF FRPSODLQWV DUH MXVWLILHG.  
7DNLQJ WKHP LQ WXUQ� 

L)  :H GR QRW FRQVLGHU WKHUH LV DQ\ DPELJXLW\ LQ WKH $136 LQ UHVSHFW RI WKH LVVXH DV 
WR ZKHWKHU WKH 1:5 6FKHPH LV FRPSDWLEOH ZLWK WKH &&$ 2008 FDUERQ HPLVVLRQV 
WDUJHW. 7KH $136 PDNHV FOHDU WKDW, OLNH WKH $& DQG WKH &&&, WKH 6HFUHWDU\ RI 
6WDWH KDV DVVHVVHG WKDW WKH VFKHPH LV FRPSDWLEOH ZLWK WKDW WDUJHW LQ WKH VHQVH WKDW 
LW LV FDSDEOH RI EHLQJ GHOLYHUHG (FRQVWUXFWHG DQG RSHUDWHG) ZLWKLQ WKH 8.¶V 
FOLPDWH FKDQJH REOLJDWLRQV. 7KDW LV DOO WKDW D SROLF\ VXFK DV WKH $136 FRXOG ± 
DQG FHUWDLQO\, SXUSRUWHG ± WR GR. ,W PDNHV FOHDU WKDW LW LV IRU DQ\ '&2 DSSOLFDQW 
WR GHPRQVWUDWH WKDW WKH VFKHPH DV EURXJKW IRUZDUG FDQ DQG ZLOO EH GHOLYHUHG 
ZLWKLQ WKRVH REOLJDWLRQV� DQG WKDW DQ\ LQFUHDVH LQ FDUERQ HPLVVLRQV ZLOO KDYH QR 
PDWHULDO LPSDFW RQ WKH DELOLW\ RI WKH *RYHUQPHQW WR PHHW LWV FDUERQ UHGXFWLRQ 
WDUJHWV. :KHWKHU D SDUWLFXODU VFKHPH ZLOO EH VR GHOLYHUHG LV QRW D PDWWHU ZKLFK 
FRXOG EH FRQVLGHUHG DW WKH $136 VWDJH� LW LV GHSHQGHQW XSRQ GHVLJQ IHDWXUHV 
LQFOXGLQJ PLWLJDWLRQ ZKLFK FDQ RQO\ EH GHYHORSHG DW WKH '&2 VWDJH. 0U 0DXULFL 
VXEPLWWHG WKDW WKH $136 ZDV XQDPELJXRXVO\ FOHDU LQ WKHVH UHVSHFWV.  :H DJUHH. 

LL)  ,Q DFFRUGDQFH ZLWK XVXDO SXEOLF ODZ SULQFLSOHV, WKH UHIHUHQFH LQ SDUDJUDSK 5.82 
RI WKH $136 WR ³FDUERQ UHGXFWLRQ WDUJHWV´ LQ WKH FRQWH[W RI DQ DSSOLFDWLRQ IRU D 
'&2 UHIHUV WR WKH WDUJHWV LQ IRUFH DW WKH GDWH WKDW WKDW DSSOLFDWLRQ LV GHWHUPLQHG.  
0U 0DXULFL VXEPLWWHG WKDW WKH $136 ZDV XQDPELJXRXVO\ FOHDU LQ WKLV UHVSHFW. 
:H DJUHH. 

LLL)  7KH UHIHUHQFH WR ³FDUERQ UHGXFWLRQ WDUJHWV, LQFOXGLQJ FDUERQ EXGJHWV´ LQ 
SDUDJUDSK 5.82 LV WR WKH WDUJHWV (LQFOXGLQJ WKRVH LQ FDUERQ EXGJHWV) VHW E\ WKH 
&&$ 2008. ,W FDQQRW UHIHU WR ³LQWHUQDWLRQDO WDUJHWV´ VXFK DV WKH REMHFWLYHV VHW E\ 
WKH 3DULV $JUHHPHQW EHFDXVH, IRU WKH UHDVRQV ZH KDYH JLYHQ (VHH SDUDJUDSKV 578-
580 DQG 606-607 DERYH), (L) WKH 3DULV $JUHHPHQW GRHV QRW VSHFLI\ DQ\ FDUERQ 
UHGXFWLRQ WDUJHW DQG GRHV QRW LPSRVH DQ\ REOLJDWLRQ RQ WKH 8. *RYHUQPHQW WR 
PHHW DQ\ FDUERQ UHGXFWLRQ WDUJHW (RU, LQGHHG, DQ\ RWKHU WDUJHW RU WHPSHUDWXUH 
REMHFWLYH)� DQG (LL) DQ\ REOLJDWLRQ LPSRVHG E\ WKH 3DULV $JUHHPHQW KDV QR 
GRPHVWLF IRUFH DQG LV QRW SDUW RI GRPHVWLF SROLF\. ,W GRHV QRW UHIHU WR WKH $YLDWLRQ 
7DUJHW ZKLFK KDV QRW EHHQ DGRSWHG E\ WKH 8. *RYHUQPHQW. $JDLQ, 0U 0DXULFL 
VXEPLWWHG WKDW WKH $136 ZDV XQDPELJXRXVO\ FOHDU LQ WKHVH UHVSHFWV.  :H DJUHH.   
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LY)  $OWKRXJK, DV ZH KDYH GHVFULEHG (VHH SDUDJUDSK 571 DERYH), VHFWLRQ 30(1) RI WKH 
&&$ 2008 SURYLGHV WKDW HPLVVLRQV RI *+*V IURP LQWHUQDWLRQDO DYLDWLRQ GR QRW 
FRXQW DV HPLVVLRQ IURP 8. VRXUFHV, VHFWLRQ 10(2)(L) UHTXLUHV WKH 6HFUHWDU\ RI 
6WDWH DQG WKH &&& WR WDNH VXFK HPLVVLRQV LQWR DFFRXQW IRU WKH SXUSRVH RI FDUERQ 
EXGJHWV. ,Q WKH FLUFXPVWDQFHV, SDUDJUDSK 5.82 (ZKLFK FRQFHUQV WKH DELOLW\ RI WKH 
*RYHUQPHQW WR PHHW ³LWV FDUERQ UHGXFWLRQ WDUJHWV, including carbon budgets´) 
ZRXOG QRW PDNH VHQVH LI ³FDUERQ HPLVVLRQV UHVXOWLQJ IURP WKH SURMHFW´ H[FOXGHG 
HPLVVLRQV IURP LQWHUQDWLRQDO DYLDWLRQ. ,W FOHDUO\ LQFOXGHV VXFK HPLVVLRQV. $JDLQ, 
0U 0DXULFL VXEPLWWHG WKDW WKH $136 ZDV XQDPELJXRXVO\ FOHDU LQ WKLV UHVSHFW. 
:H DJUHH. 

Y)  7KH DVVHVVPHQW RI WKH LPSDFW RI FDUERQ HPLVVLRQV DW WKH VWDJH RI GHYHORSPHQW 
FRQVHQW ZLOO FOHDUO\ LQFOXGH HPLVVLRQV IURP DLUFUDIW XVLQJ +HDWKURZ LQ IOLJKW.  
7KHUH LV QRWKLQJ LQ SDUDJUDSK 5.82 WR H[FOXGH VXFK HPLVVLRQV. $JDLQ, 0U 0DXULFL 
VXEPLWWHG WKDW WKH $136 ZDV XQDPELJXRXVO\ FOHDU LQ WKLV UHVSHFW.  :H DJUHH.     

YL)  )LQDOO\, 0U :ROIH VXEPLWWHG WKDW WKH SKUDVH ³PDWHULDO LPSDFW RQ WKH DELOLW\ RI WKH 
*RYHUQPHQW WR PHHW LWV FDUERQ UHGXFWLRQ WDUJHWV´ LV DPELJXRXV. :H KDYH DOUHDG\ 
FRQVLGHUHG WKH PHDQLQJ RI ³FDUERQ UHGXFWLRQ WDUJHWV´, DQG IRXQG WKDW SKUDVH WR 
EH FOHDU. 7KLV VXE-JURXQG IRFXVHG RQ ³PDWHULDO LPSDFW´. 0U :ROIH VXEPLWWHG 
WKDW, DV D PDWWHU RI ODZ, ³PDWHULDO´ PD\ PHDQ ³PRUH WKDQ WULYLDO´ RU ³VXEVWDQWLDO´ 
RU PD\ KDYH VRPH RWKHU VKDGH RI PHDQLQJ� DQG SDUDJUDSK 5.82 ZDV XQFOHDU 
EHFDXVH LW GLG QRW VHW RXW LWV SUHFLVH PHDQLQJ. +RZHYHU, ZH DUH XQSHUVXDGHG. $V 
ZH KDYH H[SODLQHG, VXFK FORVH WH[WXDO H[DPLQDWLRQ LV LQDSSURSULDWH IRU SROLF\ 
GRFXPHQWV VXFK DV WKH $136. ,Q RXU YLHZ, WKH SKUDVH ³PDWHULDO LPSDFW´ LV D 
JRRG H[DPSOH RI ³IDFW DQG GHJUHH´ ODQJXDJH LQ D SROLF\ GRFXPHQW ZKLFK FDQQRW 
EH GLYRUFHG IURP, RU VHQVLEO\ LQWHUSUHWHG E\ WKH FRXUW LQ DGYDQFH RI, WKH IDFW-
ILQGLQJ H[HUFLVH ZKLFK (LQ WKLV FDVH) ZLOO KDYH WR EH FDUULHG RXW E\ WKH ([DPLQLQJ 
3DQHO DQG WKH 6HFUHWDU\ RI 6WDWH RQ D '&2 DSSOLFDWLRQ. 7KH VDPH IRUPXODWLRQ DV 
XVHG LQ SDUDJUDSK 5.82 DSSHDUV WR KDYH EHHQ XVHG LQ FORVHO\ VLPLODU FRQWH[WV, VXFK 
DV SDUDJUDSK 5.18 RI WKH 136 IRU 1DWLRQDO 1HWZRUNV ZKLFK DSSOLHV WR URDG 
VFKHPHV DQG ZKLFK ZDV GHVLJQDWHG XQGHU WKH 3$ 2008 LQ 'HFHPEHU 2014. ,W 
DSSHDUV WR KDYH EHHQ DSSOLHG LQ WKDW FRQWH[W VLQFH WKHQ, ZLWKRXW GLIILFXOW\. :H 
GR QRW DFFHSW WKDW SDUDJUDSK 5.82 RI WKH $136 LV XQODZIXO IRU ZDQW RI UHDVRQV 
XQGHU VHFWLRQ 5(7) DQG (8) DV D UHVXOW RI WKH XVH RI WKDW SKUDVH. 

632.  )RU WKRVH UHDVRQV, ZH GR QRW FRQVLGHU DQ\ VWUDQG RI *URXQG 11 (*URXQG 1 RI )R(¶V 
*URXQGV) LV PDGH JRRG. 

*URXQG 12� )R( *URXQG 2 

633.  0U :ROIH¶V VHFRQG JURXQG WXUQV RQ WKH FRQVWUXFWLRQ RI VHFWLRQ 10 RI WKH 3$ 2008, 
ZKLFK, LW ZLOO EH UHFDOOHG, SURYLGHV DV IROORZV�   

³10(1) 7KLV VHFWLRQ DSSOLHV WR WKH 6HFUHWDU\ RI 6WDWH¶V IXQFWLRQV 
XQGHU VHFWLRQV 5 DQG 6. 

(2) 7KH 6HFUHWDU\ RI 6WDWH PXVW, LQ H[HUFLVLQJ WKRVH 
IXQFWLRQV, GR VR ZLWK WKH REMHFWLYH RI FRQWULEXWLQJ WR WKH 
DFKLHYHPHQW RI VXVWDLQDEOH GHYHORSPHQW. 
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(3) )RU WKH SXUSRVHV RI VXEVHFWLRQ (2) WKH 6HFUHWDU\ RI 6WDWH 
PXVW (LQ SDUWLFXODU) KDYH UHJDUG WR WKH GHVLUDELOLW\ RI² 

(D) PLWLJDWLQJ, DQG DGDSWLQJ WR, FOLPDWH FKDQJH�«´ 

634.  6HFWLRQ 5(7) DQG (8) SURYLGH� 

³5(7) >$Q 136@ PXVW JLYH UHDVRQV IRU WKH SROLF\ VHW RXW LQ WKH 
VWDWHPHQW.  

(8) 7KH UHDVRQV PXVW (LQ SDUWLFXODU) LQFOXGH DQ H[SODQDWLRQ 
RI KRZ WKH SROLF\ VHW RXW LQ WKH VWDWHPHQW WDNHV DFFRXQW RI 
*RYHUQPHQW SROLF\ UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG DGDSWDWLRQ 
WR, FOLPDWH FKDQJH.´  

635.  ³6XVWDLQDEOH GHYHORSPHQW´ LV QRW GHILQHG LQ WKH &&$ 2008� EXW LW LV DQ XQFRQWURYHUVLDO 
FRQFHSW. 3DUDJUDSK 7 RI WKH 1DWLRQDO 3ODQQLQJ 3ROLF\ )UDPHZRUN (-XO\ 2018) (³WKH 
133)´), DGRSWLQJ WKH GHILQLWLRQ XVHG LQ 5HVROXWLRQ 42/187 RI WKH 8QLWHG 1DWLRQV 
*HQHUDO $VVHPEO\ (³WKH %UXQGWODQG GHILQLWLRQ´) DQG LQ VXEVWDQFH UHSOLFDWLQJ WKH HDUOLHU 
YHUVLRQ RI WKH 1DWLRQDO 3ODQQLQJ 3ROLF\ )UDPHZRUN (0DUFK 2012), VWDWHV� 

³« $W D YHU\ KLJK OHYHO, WKH REMHFWLYH RI VXVWDLQDEOH 
GHYHORSPHQW FDQ EH VXPPDULVHG DV PHHWLQJ WKH QHHGV RI WKH 
SUHVHQW ZLWKRXW FRPSURPLVLQJ WKH DELOLW\ RI IXWXUH JHQHUDWLRQV 
WR PHHW WKHLU RZQ QHHGV.´   

7KH 133) JRHV RQ WR VD\ WKDW DFKLHYLQJ VXVWDLQDEOH GHYHORSPHQW PHDQV WKDW D SODQQLQJ 
V\VWHP KDV WKUHH RYHUDUFKLQJ REMHFWLYHV, ZKLFK DUH LQWHUGHSHQGHQW DQG QHHG WR EH 
SXUVXHG LQ PXWXDOO\ VXSSRUWLYH ZD\V, QDPHO\ DQ HQYLURQPHQWDO REMHFWLYH, DQ HFRQRPLF 
REMHFWLYH DQG D VRFLDO REMHFWLYH (SDUDJUDSK 8). 

636.  $V ZH KDYH GHVFULEHG, 0U :ROIH DFFHSWV WKDW ³*RYHUQPHQW SROLF\´ DV XVHG LQ VHFWLRQ 
5(8) H[FOXGHV DQ\ REOLJDWLRQV DULVLQJ RXW RI WKH 3DULV $JUHHPHQW� EXW KH VXEPLWV WKDW 
VHFWLRQ 10 LV QRW VR FRQVWUDLQHG. +H VXEPLWV WKDW LW ZRXOG EH RGG ± DQG FRQWUDU\ WR 
FRQYHQWLRQDO WHQHWV RI FRQVWUXFWLRQ ± LI VHFWLRQ 5(8) DQG VHFWLRQ 10 ZHUH LGHQWLFDO LQ 
VXEVWDQFH. %XW, 0U :ROIH VXEPLWWHG, WKH\ DUH QRW. 7KH SKUDVH ³*RYHUQPHQW SROLF\´ 
LV QRW XVHG LQ VHFWLRQ 10, ZKLFK UDWKHU UHTXLUHV WKH 6HFUHWDU\ RI 6WDWH WR KDYH UHJDUG WR 
³WKH GHVLUDELOLW\ RI PLWLJDWLQJ, DQG DGDSWLQJ WR, FOLPDWH FKDQJH´. 7KH ZRUGLQJ LV 
GLIIHUHQW� EXW PRUH LPSRUWDQWO\, KH VXEPLWWHG, ZKDW VHFWLRQ 10 GHVFULEHV LV FRQFHSWXDOO\ 
GLIIHUHQW IURP ³*RYHUQPHQW SROLF\´� LUUHVSHFWLYH RI FXUUHQW *RYHUQPHQW SROLF\, LW 
UHTXLUHV WKH 6HFUHWDU\ RI 6WDWH, RQ WKH EDVLV RI XS WR GDWH LQIRUPDWLRQ DQG DQDO\VLV, WR 
WDNH LQWR DFFRXQW WKH DELOLW\ RI IXWXUH JHQHUDWLRQV WR PHHW WKHLU QHHGV, ZKLFK LQFOXGHV 
WDNLQJ LQWR DFFRXQW LQWHUQDWLRQDO DJUHHPHQWV VXFK DV WKH 3DULV $JUHHPHQW DQG WKH 
XQGHUO\LQJ VFLHQFH RI FOLPDWH FKDQJH ZKLFK EHDU XSRQ WKDW TXHVWLRQ.   

637.  0U :ROIH VXEPLWWHG WKDW, DW WKH WLPH RI WKH $136 GHVLJQDWLRQ LQ -XQH 2018, DGRSWHG 
8. SROLF\ (QRWDEO\ WKH FDUERQ HPLVVLRQV WDUJHWV LQ WKH &&$ 2008 $FW) ZDV RXW RI V\QF 
ZLWK GHYHORSPHQWV LQ FOLPDWH VFLHQFH DQG LQWHUQDWLRQDO DPELWLRQ. ,Q SDUWLFXODU WKH 3DULV 
$JUHHPHQW (DOWHUQDWLYHO\, WKH HYROYLQJ NQRZOHGJH DQG DQDO\VLV RI FOLPDWH FKDQJH WKDW 
UHVXOWHG LQ WKH 3DULV $JUHHPHQW) FKDQJHG WKH GHVLUDELOLW\ RI PLWLJDWLQJ FOLPDWH FKDQJH, 
VXFK WKDW 8. SROLF\ GLG QRW IXOO\ UHIOHFW WKH HQKDQFHG GHVLUDELOLW\ RI PLWLJDWLQJ FOLPDWH 
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FKDQJH. 7KH 6HFUHWDU\ RI 6WDWH KDV EHHQ DGYLVHG WKDW WKH 3DULV $JUHHPHQW ZDV OLNHO\ 
WR UHVXOW LQ D FKDQJH WR WKH &&$ 2008 WDUJHWV, LQ WKH IRUP RI D PRUH VWULQJHQW 2050 
FDUERQ HPLVVLRQV WDUJHW DQG/RU D QHZ SRVW-2050 FDUERQ WDUJHW DQG/RU D IXUWKHU QHW ]HUR 
HPLVVLRQV WDUJHW LQ WKH QHDU IXWXUH DQG/RU D QRQ-&22 HPLVVLRQV WDUJHW� EXW, SULRU WR WKH 
$136 GHVLJQDWLRQ, KH VLPSO\ IDLOHG WR FRQVLGHU WKH GHVLUDELOLW\ RI PLWLJDWLQJ DQG 
DGDSWLQJ WR FOLPDWH FKDQJH DJDLQVW WKDW EDFNGURS.  %\ IRFXVLQJ H[FOXVLYHO\ RQ H[LVWLQJ 
*RYHUQPHQW SROLF\ LQ WKH IRUP RI WKH &&$ 2008 FDUERQ UHGXFWLRQ WDUJHWV, WKH 6HFUHWDU\ 
RI 6WDWH IDLOHG SURSHUO\ WR FRQVLGHU WKH QHHGV RI IXWXUH JHQHUDWLRQV DV DULVLQJ IURP WKH 
HYROYLQJ NQRZOHGJH DERXW FOLPDWH FKDQJH DV UHIOHFWHG LQ WKH 3DULV $JUHHPHQW, DQG WKXV 
IDLOHG WR GLVFKDUJH KLV REOLJDWLRQV XQGHU VHFWLRQ 10(2) DQG (3) RI WKH 3$ 2008. 

638.  7KH 6HFUHWDU\ RI 6WDWH DFFHSWV WKDW, LQ GHVLJQDWLQJ WKH $136, KH WRRN LQWR DFFRXQW RQO\ 
WKH &&$ 2008 FDUERQ HPLVVLRQ WDUJHWV� DQG KH GLG QRW WDNH LQWR DFFRXQW HLWKHU WKH 3DULV 
$JUHHPHQW RU RWKHUZLVH DQ\ SRVW-2050 WDUJHW RU QRQ-&22 HPLVVLRQV. 0U 0DXULFL 
VXEPLWWHG WKDW WKHUH ZHUH WZR, DOWHUQDWLYH UHDVRQV ZK\ WKDW ZDV QRW XQODZIXO. )LUVW, KH 
VXEPLWWHG WKDW, SURSHUO\ FRQVWUXHG, WKH 3$ 2008 UHTXLUHV WKH 6HFUHWDU\ RI 6WDWH WR LJQRUH 
LQWHUQDWLRQDO FRPPLWPHQWV H[FHSW ZKHUH WKH\ DUH H[SUHVVO\ UHIHUUHG WR LQ WKH $FW, H.J. 
LQ VHFWLRQ 104(4) ZKLFK H[RQHUDWHV WKH 6HFUHWDU\ RI 6WDWH IURP GHFLGLQJ D '&2 
DSSOLFDWLRQ LQ DFFRUGDQFH ZLWK D UHOHYDQW 136 LI KH LV VDWLVILHG WKDW GHFLGLQJ LW WKXV 
³ZRXOG OHDG WR WKH 8QLWHG .LQJGRP EHLQJ LQ EUHDFK RI DQ\ RI LWV LQWHUQDWLRQDO 
REOLJDWLRQV´. $OWHUQDWLYHO\, KH VXEPLWWHG WKDW, HYHQ LI KH ZDV QRW REOLJHG WR LJQRUH VXFK 
FRPPLWPHQWV, WKH 6HFUHWDU\ RI 6WDWH KDG D GLVFUHWLRQ DV WR ZKHWKHU WR GR VR DQG ZDV QRW 
REOLJHG WR WDNH WKHP LQWR DFFRXQW. ,Q WKRVH FLUFXPVWDQFHV, WKH 6HFUHWDU\ RI 6WDWH GLG 
QRW HUU LQ ODZ LQ QRW WDNLQJ WKRVH LQWHUQDWLRQDO FRPPLWPHQWV LQWR DFFRXQW. 

63�.  ,Q RXU YLHZ, WKH VWDUWLQJ SRLQW LV 5 Y 6RPHUVHW &RXQW\ &RXQFLO H[ SDUWH )HZLQJV >1��5@ 
1 :/5 1037 DW 104�, LQ ZKLFK 6LPRQ %URZQ /- LGHQWLILHG WKUHH FDWHJRULHV RI 
FRQVLGHUDWLRQ, DV IROORZV� 

³« >7@KH MXGJH VSHDNV RI D µGHFLVLRQ-PDNHU ZKR IDLOV WR WDNH 
DFFRXQW RI DOO DQG RQO\ WKRVH FRQVLGHUDWLRQV PDWHULDO WR KLV WDVN¶.   
,W LV LPSRUWDQW WR EHDU LQ PLQG, KRZHYHU,« WKDW WKHUH DUH LQ IDFW 
WKUHH FDWHJRULHV RI FRQVLGHUDWLRQ. )LUVW, WKRVH FOHDUO\ (ZKHWKHU 
H[SUHVVO\ RU LPSOLHGO\) LGHQWLILHG E\ WKH VWDWXWH DV FRQVLGHUDWLRQV 
WR ZKLFK UHJDUG PXVW EH KDG.  6HFRQG, WKRVH FOHDUO\ LGHQWLILHG E\ 
WKH VWDWXWH DV FRQVLGHUDWLRQV WR ZKLFK UHJDUG PXVW QRW EH KDG. 
7KLUG, WKRVH WR ZKLFK WKH GHFLVLRQ-PDNHU PD\ KDYH UHJDUG LI LQ 
KLV MXGJPHQW DQG GLVFUHWLRQ KH WKLQNV LW ULJKW WR GR VR.  7KHUH LV, 
LQ VKRUW, D PDUJLQ RI DSSUHFLDWLRQ ZLWKLQ ZKLFK WKH GHFLVLRQ-
PDNHU PD\ GHFLGH MXVW ZKDW FRQVLGHUDWLRQV VKRXOG SOD\ D SDUW LQ 
KLV UHDVRQLQJ SURFHVV.´ 

640.  ,Q UHVSHFW RI WKH SUHIHUULQJ RI WKH 1:5 6FKHPH LQ 2FWREHU 2016 DQG/RU WKH GHVLJQDWLRQ 
RI WKH $136 LQ -XQH 2018, LQWR ZKLFK FDWHJRU\ GLG LQWHUQDWLRQDO FRPPLWPHQWV IDOO" 

641.  :H DUH XQSHUVXDGHG E\ 0U 0DXULFL¶V ILUVW VXEPLVVLRQ, QDPHO\ WKDW WKH 6HFUHWDU\ RI 
6WDWH ZDV UHTXLUHG WR LJQRUH LQWHUQDWLRQDO FRPPLWPHQWV H[FHSW DQG WR WKH H[WHQW WKDW 
WKH\ KDG EHHQ WUDQVSRVHG LQWR *RYHUQPHQW SROLF\ QRWDEO\ WKH &&$ 2008.     

642. 0U 0DXULFL GLG QRW VXJJHVW WKDW ³*RYHUQPHQW SROLF\´ LQ VHFWLRQ 5(8) LV UHVWULFWHG WR WKH 
OHJLVODWLYH REOLJDWLRQV LQ WKH &&$ 2008, DOWKRXJK LW LQFOXGHV WKHP. 7KH &&$ 2008 
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FDUERQ HPLVVLRQ UHVWULFWLRQV DUH ³HQWUHQFKHG´ *RYHUQPHQW SROLF\. ,QGHHG, 0U 0DXULFL 
DJUHHG ZLWK )R( WKDW WKH &&$ 2008 LV ³WKH OHJLVODWLYH FHQWUHSLHFH RI WKH 8.¶V HIIRUWV 
WR WDFNOH FOLPDWH FKDQJH´ (SDUDJUDSK 6 RI WKH &OLPDWH &KDQJH $QQH[ WR WKH $JUHHG 
6WDWHPHQW). %XW KH DFFHSWHG WKDW *RYHUQPHQW SROLF\ DOVR LQFOXGHG (H.J.) SROLFLHV ZLWKLQ 
WKH $3)� DQG, ZKHQ WKH $YLDWLRQ 6WUDWHJ\ LV DGRSWHG, LW ZLOO LQFOXGH WKH SROLFLHV ZLWKLQ 
WKDW. ,QWHUQDWLRQDO REOLJDWLRQV DQG HYROYLQJ VFLHQFH PD\ EH UHIOHFWHG LQ WKRVH RWKHU 
SROLFLHV, DV ZHOO DV LQ WKH &&$ 2008. 2I FRXUVH, SROLF\ FDQQRW EH LQFRQVLVWHQW ZLWK 
OHJLVODWLRQ� EXW, DV ORQJ DV WKHVH RWKHU SROLFLHV DUH QRW LQFRQVLVWHQW ZLWK WKH VWDWXWRU\ 
UHVWULFWLRQV, WKH\ PD\ HTXDOO\ EH ³*RYHUQPHQW SROLF\´. 7RJHWKHU, WKHVH DUH WKH SROLFLHV 
ZKLFK WUDQVSRVH DQG UHIOHFW LQWHUQDWLRQDO FRPPLWPHQWV DQG GHYHORSLQJ VFLHQFH, WKURXJK 
WKH SULVP RI GRPHVWLF SROLWLFDO GHVLUH, LQWR GRPHVWLF ³ODZ´. 

643.  2I FRXUVH, WKH 6HFUHWDU\ RI 6WDWH ZDV ERXQG E\ WKH REOLJDWLRQV LQ WKH &&$ 2008, ZKLFK 
(DV ZH KDYH GHVFULEHG) HIIHFWLYHO\ WUDQVSRVHG LQWHUQDWLRQDO REOLJDWLRQV LQWR GRPHVWLF 
ODZ. 2I FRXUVH, KH ZDV ERXQG E\ WKDW VWDWXWH, DQG FRXOG QRW DFW LQFRQVLVWHQWO\ ZLWK LWV 
VWDWXWRU\ REOLJDWLRQV. 

644.  :H FRQVLGHU WKH WZR $FWV KDYH WR EH ORRNHG DW WRJHWKHU, DV 0U 0DXULFL VXEPLWWHG. 7KH\ 
ZHUH SDVVHG RQ WKH VDPH GD\ (26 1RYHPEHU 2008), DQG DUH FOHDUO\ WR EH UHDG WRJHWKHU.  
6XEVHFWLRQ (3) RI VHFWLRQ 10 RI WKH 3$ 2008 LV D VXEVHW RI VXEVHFWLRQ (2)� ³)RU WKH 
SXUSRVHV RI VXEVHFWLRQ (2) WKH 6HFUHWDU\ RI 6WDWH PXVW (in particular) KDYH UHJDUG WR«´ 
(HPSKDVLV DGGHG). ,W WRR FRQFHUQV VXVWDLQDELOLW\. ,WV VSHFLILF UHIHUHQFH WR ³WKH 
GHVLUDELOLW\ RI PLWLJDWLQJ, DQG DGDSWLQJ WR, FOLPDWH FKDQJH«´ DSSHDUV FOHDUO\ WR FKLPH 
ZLWK WKH &&$ 2008. 7KH &&$ 2008 ZDV REYLRXVO\ SDVVHG EHFDXVH RI WKH SHUFHLYHG 
GHVLUDELOLW\ RI PLWLJDWLQJ, DQG DGDSWLQJ WR, FOLPDWH FKDQJH. $V WKH 6XPPDU\ RI WKH 
([SODQDWRU\ 1RWHV WR WKH &&$ 2008 VWDWHV� 

³7KH $FW VHWV XS D IUDPHZRUN IRU WKH 8. WR DFKLHYH LWV ORQJ-
WHUP JRDOV RI UHGXFLQJ JUHHQKRXVH JDV HPLVVLRQV DQG WR HQVXUH 
VWHSV DUH WDNHQ WRZDUGV DGDSWLQJ WR WKH LPSDFW RI FOLPDWH 
FKDQJH�´�

645.  %RWK VHFWLRQ 5(8) DQG VHFWLRQ 10(3) RI WKH 3$ 2008 UHIHU WR ³PLWLJDWLQJ, DQG DGDSWLQJ 
WR, FOLPDWH FKDQJH´. 7KDW LV SUHFLVHO\ WKH REMHFWLYH RI WKH &&$ 2008. 7KH OLQN EHWZHHQ 
WKH $FWV LV REYLRXV� DQG, RQ WKHLU IDFH, VHFWLRQV 5(7) DQG (8) DQG 10 RI WKH 3$ 2008 
DSSHDU WR XV FOHDUO\ WR UHIOHFW WKH &&$ 2008 DQG WR EH UHDG ZLWK WKDW RWKHU $FW.   

646.  ,Q IDFW, 0U 0DXULFL GHPRQVWUDWHG E\ UHIHUHQFH WR +DQVDUG WKDW WKDW ZDV LQGHHG WKH FDVH.  
)RU WKH SXUSRVHV RI WKLV JURXQG, ZH FDQ UHVWULFW RXU FRQVLGHUDWLRQ WR WKH +DQVDUG 
&LWDWLRQ 1RWLFH GDWHG 22 )HEUXDU\ 201�, ZKLFK 0U :ROIH GLG QRW VHHN WR FRQWURYHUW.  
+DQVDUG GHPRQVWUDWHV WKDW VHFWLRQV 5(8) DQG 10(3) ZHUH QRW LQ WKH YHUVLRQ RI WKH 
3ODQQLQJ %LOO WKDW ZDV LQWURGXFHG LQWR WKH +RXVH RI &RPPRQV, EXW WKH\ ZHUH LQWURGXFHG 
DW WKH VDPH WLPH E\ ZD\ RI *RYHUQPHQW DPHQGPHQW LQ WKH +RXVH RI /RUGV, LQ UHVSRQVH 
WR PHPEHUV RI ERWK +RXVHV ZKR ZLVKHG WR VHH D PRUH VSHFLILF UHTXLUHPHQW WKDW FOLPDWH 
FKDQJH DQG UHGXFWLRQ WDUJHWV VHW LQ WKH &&$ 2008 EH FRQVLGHUHG ZKHQ 136V ZHUH 
GUDZQ XS. 7KH DPHQGPHQWV ZHUH RULJLQDOO\ UHVLVWHG EHFDXVH WKH *RYHUQPHQW WKRXJKW 
WKDW FODXVHV �(1)-(2) (QRZ VHFWLRQ 10(1)-(2)) ZRXOG LQ DQ\ HYHQW HQFRPSDVV FOLPDWH 
FKDQJH LVVXHV, WKRVH LVVXHV EHLQJ DQ LQWHJUDO SDUW RI WKH VXVWDLQDELOLW\ LVVXH. 7KH 
DPHQGPHQWV ZHUH PDGH WR ³FODULI\´ RU PDNH ³H[SOLFLW´ WKDW WKH VHFWLRQ 5(7) DQG 10(1)-
(2) GXWLHV HQFRPSDVVHG FOLPDWH FKDQJH LVVXHV. ,Q RXU YLHZ, +DQVDUG PHUHO\ FRQILUPV 
WKH REYLRXV FRQVWUXFWLRQ WKDW ZH KDYH SODFHG RQ WKH SURYLVLRQV LQ DQ\ HYHQW. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

647. +RZHYHU, LQ RXU YLHZ, QRQH RI WKDW PHDQV WKDW DV D PDWWHU RI ODZ WKH 6HFUHWDU\ RI 6WDWH 
ZDV UHTXLUHG WR LJQRUH LQWHUQDWLRQDO FRPPLWPHQWV. 1RU LV WKHUH DQ\WKLQJ LQ WKH 3$ 
2008 RU HOVHZKHUH WKDW VXJJHVWV WKDW KH ZDV UHTXLUHG WR WDNH LQWHUQDWLRQDO FRPPLWPHQWV 
LQWR DFFRXQW. ,Q RXU YLHZ ± DQG FOHDUO\ ± LQWHUQDWLRQDO FRPPLWPHQWV ZHUH D 
FRQVLGHUDWLRQ LQ UHVSHFW RI ZKLFK KH KDG D GLVFUHWLRQ DV WR ZKHWKHU KH WRRN WKHP LQWR 
DFFRXQW RU QRW. 

648. ,W LV ZHOO-HVWDEOLVKHG WKDW ZKHUH D GHFLVLRQ-PDNHU KDV D GLVFUHWLRQ DV WR ZKHWKHU WR WDNH 
LQWR DFFRXQW D SDUWLFXODU FRQVLGHUDWLRQ, D GHFLVLRQ QRW WR WDNH LW LQWR DFFRXQW LV 
FKDOOHQJHDEOH RQO\ RQ FRQYHQWLRQDO SXEOLF ODZ JURXQGV. ,Q RXU YLHZ, JLYHQ WKH VWDWXWRU\ 
VFKHPH LQ WKH &&$ 2008 DQG WKH ZRUN WKDW ZDV EHLQJ GRQH RQ LI DQG KRZ WR DPHQG WKH 
GRPHVWLF ODZ WR WDNH LQWR DFFRXQW WKH 3DULV $JUHHPHQW, WKH 6HFUHWDU\ RI 6WDWH GLG QRW 
DUJXDEO\ DFW XQODZIXOO\ LQ QRW WDNLQJ LQWR DFFRXQW WKDW $JUHHPHQW ZKHQ SUHIHUULQJ WKH 
1:5 6FKHPH DQG LQ GHVLJQDWLQJ WKH $136 DV KH GLG. $V ZH KDYH GHVFULEHG, LI 
VFLHQWLILF FLUFXPVWDQFHV FKDQJH, LW LV RSHQ WR KLP WR UHYLHZ WKH $136� DQG, LQ DQ\ 
HYHQW, DW WKH '&2 VWDJH WKLV LVVXH ZLOO EH UH-YLVLWHG RQ WKH EDVLV RI WKH WKHQ XS WR GDWH 
VFLHQWLILF SRVLWLRQ. 

64�. )RU WKRVH UHDVRQV, ZH GR QRW FRQVLGHU WKLV JURXQG KDV EHHQ PDGH JRRG. 

*URXQG 13� )R( *URXQG 3 

650.  0U :ROIH VXEPLWV WKDW WKH 6HFUHWDU\ RI 6WDWH ZDV REOLJHG WR WDNH WKH 3DULV $JUHHPHQW 
LQWR DFFRXQW LQ WKH HQYLURQPHQWDO UHSRUW SUHSDUHG XQGHU DUWLFOH 5 RI WKH 6($ 'LUHFWLYH 
LQ RUGHU WR SURYLGH WKH LQIRUPDWLRQ UHTXLUHG XQGHU SDUDJUDSK (H) RI $QQH[ ,, QDPHO\� 

³WKH HQYLURQPHQWDO SURWHFWLRQ REMHFWLYHV, HVWDEOLVKHG DW 
LQWHUQDWLRQDO« OHYHO, ZKLFK DUH UHOHYDQW WR WKH SODQ RU 
SURJUDPPH DQG WKH ZD\ WKDW WKRVH REMHFWLRQV DQG DQ\ 
HQYLURQPHQWDO FRQVLGHUDWLRQV KDYH EHHQ WDNHQ LQWR DFFRXQW 
GXULQJ LWV SUHSDUDWLRQ´. 

651.  +H UHOLHV XSRQ WKDW SDUW RI WKH 3DULV $JUHHPHQW ZKLFK FRQWDLQV WKH ³RYHUDUFKLQJ JRDOV´ 
RI OLPLWLQJ JOREDO ZDUPLQJ WR ³ZHOO EHORZ 2�& DERYH SUH-LQGXVWULDO OHYHOV DQG SXUVXLQJ 
HIIRUWV WR OLPLW WKH WHPSHUDWXUH LQFUHDVH WR 1.5�& DERYH SUH-LQGXVWULDO OHYHOV«´ E\ 2050 
DQG WR DLP IRU QHW ]HUR JOREDO HPLVVLRQV LQ WKH VHFRQG KDOI RI WKLV FHQWXU\. 

652.  0U :ROIH¶V FRPSODLQW LV WKDW WKHVH PDWWHUV ZHUH QRW DGGUHVVHG LQ WKH $R6 DW DOO, QRU 
ZDV DQ\ UHDVRQLQJ JLYHQ WR H[SODLQ KRZ WKH\ ZHUH WDNHQ LQWR DFFRXQW GXULQJ WKH 
SUHSDUDWLRQ RI WKH $136 VR WKDW FRQVXOWHHV FRXOG PDNH UHSUHVHQWDWLRQV WKHUHRQ.  

653.  :H KDYH DOUHDG\ SRLQWHG RXW WKDW WKH 6($ 'LUHFWLYH RQO\ UHTXLUHV LQIRUPDWLRQ WR EH 
SURYLGHG RQ PDWWHUV IDOOLQJ ZLWKLQ WKH VFRSH RI $QQH[ , LQ VR IDU DV WKH 6HFUHWDU\ RI 
6WDWH MXGJHV WKDW WR EH ³UHDVRQDEO\ UHTXLUHG´. 0U :ROIH DFFHSWV WKDW WKDW MXGJPHQW 
FDQ RQO\ EH FKDOOHQJHG LQ WKHVH SURFHHGLQJV RQ FRQYHQWLRQDO :HGQHVEXU\ JURXQGV, 
QRWDEO\ LUUDWLRQDOLW\. 

654.  $V ZH KDYH H[SODLQHG XQGHU *URXQG 12 ()R(¶V *URXQG 2), WKH WDUJHWV  LQ WKH 3DULV  
$JUHHPHQW ZLOO QHHG WR EH FRQVLGHUHG E\ WKH 8. *RYHUQPHQW DQG E\ 3DUOLDPHQW WR 
GHWHUPLQH ZKHWKHU WKH FDUERQ WDUJHWV LQ WKH &&$ 2008 VKRXOG EH DPHQGHG. 7KH &&& 
KDV DGYLVHG *RYHUQPHQW WKDW LW LV SRVVLEOH WKDW WKH\ PD\ QRW QHHG WR EH.   %XW RQ DQ\ 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

YLHZ, DV 0U :ROIH DFFHSWV, DW VRPH SRLQW WKH LPSOLFDWLRQV RI WKH UHYLVHG JOREDO WDUJHWV 
IRU RXU GRPHVWLF WDUJHWV, DQG ZKHWKHU WKH ODWWHU VKRXOG EH DPHQGHG DW DOO, DQG LI VR KRZ, 
ZLOO EH GHWHUPLQHG.   3ODLQO\ ZRUN RQ WKDW PDWWHU LV FXUUHQWO\ LQ KDQG DQG GHFLVLRQV KDYH 
QRW \HW EHHQ UHDFKHG. ,Q WKRVH FLUFXPVWDQFHV, ZH GR QRW WKLQN WKDW LW FDQ EH VDLG WKDW 
WKH 6HFUHWDU\ RI 6WDWH DFWHG LUUDWLRQDOLW\ E\ QRW DGGUHVVLQJ WKH 3DULV $JUHHPHQW LQ WKH 
6($ SURFHVV. 7KDW VDPH FRQFOXVLRQ PXVW DSSO\ WR WKH FRPSODLQW WKDW WKH $R6 GLG QRW 
DGGUHVV LQWHUQDO ZRUNLQJ GRFXPHQWV RQ WKLV VXEMHFW. 

655.  :H DOVR QRWH WKH H[SODQDWLRQ JLYHQ E\ 0V 6WHYHQVRQ (6WHYHQVRQ 1, SDUDJUDSKV 3.125-
3.134) RQ WKH GHWDLOHG FRQVLGHUDWLRQ JLYHQ LQ WKH $R6 WR FDUERQ UHGXFWLRQ, LQFOXGLQJ 
WKH WDUJHWV LQ WKH &&$ 2008, DQG ZK\ WKH REMHFWLYHV LQ WKH 3DULV $JUHHPHQW ZHUH QRW 
DGGUHVVHG DW WKDW VWDJH. :H GR QRW FRQVLGHU WKDW WKDW DSSURDFK FDQ EH IDXOWHG RQ DQ\ 
SXEOLF ODZ JURXQGV, RU WKDW LW FDQ EH VDLG WKDW WKH 6HFUHWDU\ RI 6WDWH IDLOHG WR FRPSO\ 
ZLWK DUWLFOH 5 RI WKH 6($ 'LUHFWLYH E\ QRW DGGUHVVLQJ WKH 3DULV $JUHHPHQW LQ WKH 
HQYLURQPHQWDO UHSRUW. 

656.  )RU DOO WKRVH UHDVRQV, ZH UHMHFW *URXQG 13. 

&RQFOXVLRQ 

657.  ,Q WKH HYHQW, ,VVXH 17 ZDV (IRU WKH SXUSRVHV RI WKHVH FODLPV) FRQFHGHG E\ WKH 6HFUHWDU\ 
RI 6WDWH. 

658.  ,Q UHODWLRQ WR ,VVXH 16, RXU UHVSRQVH LV, ³1R´, VHFWLRQ 3 RI WKH +XPDQ 5LJKWV $FW 1��8 
LV RI QR DVVLVWDQFH LQ FRQVWUXLQJ VHFWLRQ 5(8) RI WKH 3$ 2008. 

65�.  )RU WKH UHDVRQV ZH KDYH JLYHQ, LQ UHVSRQVH WR ,VVXHV 14-15 DQG 18-21, WKH DQVZHU LV 
³1R´, WKH GHVLJQDWLRQ RI WKH $136 ZDV QRW XQODZIXO E\ UHDVRQ RI� 

L)  WKH 6HFUHWDU\ RI 6WDWH KDYLQJ IDLOHG, LQ EUHDFK RI VHFWLRQ 5 RI WKH 3$ 2008, WR 
H[SODLQ KRZ WKH SROLF\ LQ WKH $136 WDNHV DFFRXQW RI 8. *RYHUQPHQW SROLF\ 
UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG DGDSWDWLRQ WR, FOLPDWH FKDQJH (,VVXH 14)� 

LL)  WKH 6HFUHWDU\ RI 6WDWH KDYLQJ PLVLQWHUSUHWHG DQG/RU EUHDFKHG VHFWLRQ 5(8) RI WKH 
3$ 2008 DV UHJDUGV WKH 3DULV $JUHHPHQW WHPSHUDWXUH JRDO (,VVXH 15)� 

LLL)  WKH 6HFUHWDU\ RI 6WDWH KDYLQJ DFWHG LUUDWLRQDOO\ RQ WKH JURXQGV WKDW LW ZDV QRW 
DVVHVVHG DJDLQVW WKH 3DULV $JUHHPHQW WHPSHUDWXUH JRDO (,VVXH 18)� 

LY)  WKH 6HFUHWDU\ RI 6WDWH KDYLQJ PLVLQWHUSUHWHG DQG/RU IDLOHG WR FRPSO\ ZLWK KLV 
GXWLHV XQGHU VHFWLRQ 10(2) DQG (3) RI WKH 3$ 2008� DQG/RU KDYLQJ IDLOHG WR 
FRQVLGHU (L) WKH LPSOLFDWLRQV RI WKH 3DULV $JUHHPHQW, (LL) QRQ-&22 HPLVVLRQV� DQG 
(LLL) WKH QHHGV RI IXWXUH JHQHUDWLRQV (,VVXH 1�)� 

Y)  WKH 6HFUHWDU\ RI 6WDWH IDLOLQJ WR GLVFKDUJH KLV GXWLHV XQGHU VHFWLRQ 10(2) DQG (3) 
RI WKH 3$ 2008 DQG/RU IDLOLQJ WR WDNH LQWR DFFRXQW PDWHULDO FRQVLGHUDWLRQV (,VVXH 
20)� RU 

YL)  RWKHUZLVH DFWLQJ XQODZIXOO\. 

660.  &RQVHTXHQWO\, *URXQGV 11-16 DQG 22 IDLO. 
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+XPDQ�ULJKWV�

661.  ,Q JURXQGV QRW DFWLYHO\ SUHVVHG LQ KLV RUDO VXEPLVVLRQV, 0U 6SXUULHU FRQWHQGV WKDW WKH 
GHVLJQDWLRQ RI WKH $136 EUHDFKHG WKH (&+5 DQG WKXV WKH +XPDQ 5LJKWV $FW 1��8.  
$OWKRXJK VHFWLRQ 76 RI WKH &LYLO $YLDWLRQ $FW 1�82 H[FOXGHV OLDELOLW\ IRU WUHVSDVV RU 
QXLVDQFH E\ UHDVRQ RQO\ RI WKH IOLJKW RI DLUFUDIW RYHU DQ\ SURSHUW\, KH VXEPLWWHG WKDW, 
IRU ORFDO UHVLGHQWV, WKH DGYHUVH LPSDFWV RI WKH 1:5 6FKHPH LQ WHUPV RI QRLVH DQG DLU 
TXDOLW\ ZLOO DIIHFW ERWK WKH ULJKW WR SULYDWH OLIH XQGHU DUWLFOH 8 RI WKH (&+5 DQG WKH ULJKW 
WR HQMR\ SURSHUW\ XQGHU $131. +H HPSKDVLVHG WKDW WKH ³ORFDO UHVLGHQWV´ SRWHQWLDOO\ 
DIIHFWHG E\ WKH VFKHPH DPRXQW WR KXQGUHGV RI WKRXVDQGV LI QRW PLOOLRQV RI SHRSOH.    

662.  $ SDUDOOHO DUJXPHQW ZDV FRQVLGHUHG E\ 6XSSHUVWRQH - LQ WKH &DUERQ 7DUJHW -5 (VHH 
SDUDJUDSK 584 DERYH). 2QH DUJXPHQW LQ WKDW FODLP ZDV WKDW WKH 6HFUHWDU\ RI 6WDWH IRU 
%(,6¶V UHIXVDO WR DPHQG WKH 2050 WDUJHW FRQVWLWXWHG D EUHDFK RI WKH FODLPDQWV¶ ULJKWV 
XQGHU WKH VDPH SURYLVLRQV RI WKH (&+5 DV QRZ UHOLHG XSRQ E\ 0U 6SXUULHU. 
6XSSHUVWRQH - KHOG WKDW WKDW VXEPLVVLRQ ZDV XQDUJXDEOH (>2018@ (:+& 18�2 ($GPLQ)).  
2Q DSSHDO, $VSOLQ /- DJUHHG. 

663.  :H GR QRW FRQVLGHU WKDW WKH DUJXPHQW LV DQ\ VWURQJHU KHUH.  $VVXPLQJ IRU WKH SXUSRVHV 
RI WKLV JURXQG WKDW WKH UHOHYDQW SURYLVLRQV RI WKH (&+5 DUH HQJDJHG DQG WKHUH DUH 
SRWHQWLDO LGHQWLILHG ³YLFWLPV´, QHLWKHU DUWLFOH 8 QRU $131 FRQIHU DEVROXWH ULJKWV. )RU 
H[DPSOH, DUWLFOH 8 DOORZV LQWHUIHUHQFH ZLWK WKH ULJKW WR UHVSHFW IRU SULYDWH OLIH LI WKDW 
LQWHUIHUHQFH LV ³QHFHVVDU\ LQ D GHPRFUDWLF VRFLHW\ LQ WKH LQWHUHVWV RI« WKH HFRQRPLF 
ZHOO-EHLQJ RI WKH FRXQWU\´. $131 DOORZV LQWHUIHUHQFH ZLWK WKH HQWLWOHPHQW WR WKH 
SHDFHIXO HQMR\PHQW RI SRVVHVVLRQV ³LQ WKH SXEOLF LQWHUHVW´� DQG WKHUH LV H[SUHVV 
SURYLVLRQ WKDW WKH HQWLWOHPHQW ³VKDOO QRW« LQ DQ\ ZD\ LPSDLU WKH  ULJKW  RI D 6WDWH WR  
HQIRUFH VXFK ODZV DV LW GHHPV QHFHVVDU\ WR FRQWURO WKH XVH RI SURSHUW\ LQ DFFRUGDQFH 
ZLWK WKH JHQHUDO LQWHUHVW«´. 

664.  2I FRXUVH, DQ\ VXFK LQWHUIHUHQFH ZRXOG KDYH WR EH SURSRUWLRQDWH� EXW ZKHUH, DV KHUH, 
WKHUH LV VXEVWDQWLDO SXEOLF LQWHUHVW LQ WKH IRUP RI VRFLDO DQG/RU HFRQRPLF IDFWRUV WKDW 
ZHLJK DJDLQVW WKH UHOHYDQW ULJKWV DQG HQWLWOHPHQWV RI LQGLYLGXDOV, LW LV ZHOO-HVWDEOLVKHG 
WKDW WKH VWDWH KDV D ZLGH PDUJLQ RI GLVFUHWLRQ LQ WKH DVVHVVPHQW RI ZKHUH WKH EDODQFH 
EHWZHHQ ULJKWV DQG LQWHUHVWV (LQFOXGLQJ WKH SXEOLF LQWHUHVW) OLHV. 7KH $136 LQYROYHV, DW 
D YHU\ KLJK OHYHO, WKH ZHLJKLQJ RI WKH YHU\ VXEVWDQWLDO ORFDO, UHJLRQDO DQG QDWLRQDO 
HFRQRPLF LQWHUHVW LQ WKH H[SDQVLRQ RI DLUSRUW FDSDFLW\ E\ ZD\ RI WKH 1:5 6FKHPH 
DJDLQVW (DPRQJVW RWKHU WKLQJV) WKH ULJKWV DQG HQWLWOHPHQWV RI WKH PDQ\ UHVLGHQWV DURXQG 
+HDWKURZ ZKR ZLOO SRWHQWLDOO\ EH DGYHUVHO\ DIIHFWHG E\ WKH VFKHPH. 3DUWLFXODUO\ JLYHQ 
WKDW WKH ULJKWV DQG LQWHUHVWV RI WKRVH UHVLGHQWV ZLOO EH DW WKH IRUHIURQW RI WKH SODQQLQJ 
FRQVLGHUDWLRQ RI WKH VFKHPH DW WKH '&2 VWDJH ± DQG JLYHQ WKH VFRSH RI VHFWLRQ 104 (VHH 
SDUDJUDSK 37 DERYH) ± LW LV VLPSO\ QRW DUJXDEOH WKDW, LQ GHVLJQDWLQJ WKH $136, WKH 
6HFUHWDU\ RI 6WDWH EUHDFKHG HLWKHU DUWLFOH 8 RU $131. 

665.  )RU WKRVH UHDVRQV, WKH DQVZHU WR LVVXH 13 LV ³1R´ ± LQ UHODWLRQ WR LVVXHV RI QRLVH DQG DLU 
TXDOLW\, WKH GHVLJQDWLRQ RI WKH $136 GLG QRW JLYH ULVH WR DQ\ EUHDFK RI DUWLFOH 8 RU $131 
± DQG *URXQGV 20 DQG 21 (0U 6SXUULHU¶V KXPDQ ULJKWV JURXQGV) IDLO. 

'LVSRVDO�

666.  :H FRQVHTXHQWO\ ILQG WKDW QRQH RI WKH JURXQGV SXUVXHG KDV EHHQ PDGH JRRG. 
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667. +DYLQJ KHDUG IXOO DUJXPHQW RI DOO LVVXHV, LW LV D VRPHZKDW FXULRXV H[HUFLVH WR GHWHUPLQH 
ZKLFK JURXQGV ZHUH DUJXDEOH DQG ZKLFK ZHUH QRW. +RZHYHU, ZH KDYH FRQVLGHUHG WKH 
LVVXH FDUHIXOO\, DQG ZH KDYH FRQFOXGHG WKDW RQO\ WKH IROORZLQJ ZHUH DUJXDEOH� *URXQG 
8 (+DELWDWV� ERWK VXE-JURXQGV), *URXQGV �.1 DQG �.2 (6($� WKHVH WZR VXE-JURXQGV RQO\) 
DQG *URXQG 10 (FRQVXOWDWLRQ). ,Q UHVSHFW RI WKRVH JURXQGV, ZH IRUPDOO\ JUDQW 
SHUPLVVLRQ WR SURFHHG, EXW, KDYLQJ GRQH VR, ZH UHIXVH WKH VXEVWDQWLYH DSSOLFDWLRQ. ,Q 
UHVSHFW RI DOO RWKHU JURXQGV, ZH UHIXVH SHUPLVVLRQ WR SURFHHG. ,Q $SSHQGL[ $, ZH KDYH 
VHW RXW ERWK WKH UHVXOW LQ UHVSHFW RI HDFK JURXQG, DQG WKH NH\ SDUDJUDSKV RI WKLV MXGJPHQW 
GHDOLQJ ZLWK WKDW SDUWLFXODU JURXQG. 

668. +RZHYHU, WKH FRQVHTXHQFH RI WKRVH RUGHUV LV WKDW QRQH RI WKH JURXQGV KDV VXFFHHGHG, 
DQG ZH GLVPLVV HDFK RI WKH IRXU FODLPV. 

3RVWVFULSW�

66�.  :H XQGHUVWDQG WKDW WKHVH FODLPV LQYROYH XQGHUO\LQJ LVVXHV XSRQ ZKLFK WKH SDUWLHV ± 
DQG, LQGHHG, PDQ\ PHPEHUV RI WKH SXEOLF ± KROG VWURQJ DQG VLQFHUH YLHZV.  7KHUH ZDV 
D WHQGHQF\ IRU WKH VXEVWDQFH RI SDUWLHV¶ SRVLWLRQV WR WDNH PRUH RI D FHQWUH VWDJH WKDQ 
SHUKDSV LW VKRXOG KDYH GRQH, LQ D KHDULQJ WKDW ZDV FRQFHUQHG RQO\ ZLWK WKH OHJDOLW\ (DQG 
QRW WKH PHULWV) RI WKH $136.  +RZHYHU, ZH ZRXOG, ILQDOO\, OLNH WR WKDQN DQG FRPPHQG 
DOO &RXQVHO DQG WKRVH LQVWUXFWLQJ WKHP, DQG WKRVH ZKR KDYH UHSUHVHQWHG WKHPVHOYHV, IRU 
WKH PDQQHU LQ ZKLFK WKH\ FRQGXFWHG WKHVH SURFHHGLQJV, ZKLFK WKURXJKRXW KDV EHHQ 
H[HPSODU\. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

$33(1',;�$�

7+(�*5281'6�

7KH�+LOOLQJGRQ�&ODLPDQWV��&ODLP�1R�&2������������

6XUIDFH $FFHVV 

1.  7KH 6HFUHWDU\ RI 6WDWH HUUHG LQ UHDFKLQJ FRQFOXVLRQV LQ UHODWLRQ WR VXUIDFH DFFHVV 
ZLWKRXW SURSHUO\ WDNLQJ LQWR DFFRXQW QHZ LQIRUPDWLRQ DQG PRGHOOLQJ SURYLGHG WR KLP 
E\ WKH 0D\RU/7I/ DV SDUW RI WKH FRQVXOWDWLRQ SURFHVV DIWHU WKH $& )LQDO 5HSRUW DQG 
EHIRUH GHVLJQDWLRQ. ,W LV WULWH ODZ WKDW WKH SURGXFW RI FRQVXOWDWLRQ PXVW EH 
FRQVFLHQWLRXVO\ WDNHQ LQWR DFFRXQW EHIRUH D GHFLVLRQ LV UHDFKHG� EXW, LQ WKLV FDVH, LW ZDV 
DOVR LUUDWLRQDO QRW WR WDNH WKLV LQIRUPDWLRQ DQG PRGHOOLQJ LQWR DFFRXQW. 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 200-20�). 

2.  7KH 6HFUHWDU\ RI 6WDWH HUUHG LQ ODZ LQ DGRSWLQJ PRGH VKDUH WDUJHWV LQ WKH $136 WKDW 
7I/ KDG VKRZQ ZHUH QRW UHDOLVWLFDOO\ FDSDEOH RI EHLQJ GHOLYHUHG� DQG, HYHQ LI GHOLYHUHG, 
ZRXOG IDLO WR PLWLJDWH WKH LPSDFW RI WKH VFKHPH ZKLFK ZRXOG UHVXOW LQ 40,000 DGGLWLRQDO 
YHKLFOH WULSV HYHU\ GD\. 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 210-217). 

$LU 4XDOLW\ 

3.  7KH 6HFUHWDU\ RI 6WDWH IDLOHG WR KDYH UHJDUG WR WKH PDWHULDO FKDQJHV WR WKH LQIRUPDWLRQ 
DQG DVVXPSWLRQV XSRQ ZKLFK WKH -DFREV 0D\ 2015 $4 /RFDO DLU TXDOLW\ PRGHOOLQJ RI 
WKH 1:5 6FKHPH ZDV EDVHG, QRWDEO\ WKH FKDQJHV LQ SDVVHQJHU GHPDQG IRUHFDVWV DQG 
WKH DGGLWLRQDO DQDO\VLV SURYLGHG E\ 7I/ DIWHU -XO\ 2015. 7KLV JURXQG KDV WKH VDPH 
IRXQGDWLRQ DV WKH ILUVW VXUIDFH DFFHVV JURXQG (L.H. *URXQG 1). 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 255-260). 

4.  ,Q UHDFKLQJ WKH FRQFOXVLRQ WKDW WKH 1:5 6FKHPH FRXOG EH XQGHUWDNHQ ZLWKRXW D EUHDFK 
RI WKH 8.¶V REOLJDWLRQV XQGHU WKH $LU 4XDOLW\ 'LUHFWLYH, WKH 6HFUHWDU\ RI 6WDWH IDLOHG WR 
DSSO\ WKH SUHFDXWLRQDU\ SULQFLSOH. 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 261-265). 

5.  ,W ZDV LUUDWLRQDO WR DGRSW DQG GHVLJQDWH WKH $136 LQ FLUFXPVWDQFHV LQ ZKLFK LW ZDV 
NQRZQ WKDW, LI FRQVWUXFWHG DQG XVHG WR IXOO FDSDFLW\ IURP 2026, WKHUH ZRXOG EH D KLJK 
ULVN WKDW WKH DLU TXDOLW\ REOLJDWLRQV ZLOO EH EUHDFKHG LQ WKH SHULRG 2026-2030. 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 266-268). 

6.  ,Q UHDFKLQJ WKH FRQFOXVLRQ WKDW WKH 1:5 6FKHPH FRXOG EH XQGHUWDNHQ ZLWKRXW D EUHDFK 
RI WKH 8.¶V REOLJDWLRQV XQGHU WKH $LU 4XDOLW\ 'LUHFWLYH, WKH 6HFUHWDU\ RI 6WDWH GLG QRW 
KDYH VXIILFLHQW LQIRUPDWLRQ WR EH VDWLVILHG WKDW PLWLJDWLRQ ZDV DFKLHYDEOH, PDNLQJ 
XQMXVWLILHG DVVXPSWLRQV UHJDUGLQJ WKH GHOLYHUDELOLW\ RI SXEOLF WUDQVSRUW VFKHPHV (VXFK 
DV WKH :5/ DQG 65$) DQG WKH HIIHFWLYHQHVV RI &$= PHDVXUHV DV SDUW RI WKH $43 2017. 



� �
�

�

�

�  
  

    
   

 

�     
    

 

   
 

 

 

�   

 

  

$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 26�-274). 

7.  ,W ZDV LUUDWLRQDO DQG/RU FRQWUDU\ WKH 6HFUHWDU\ RI 6WDWH¶V REOLJDWLRQ WR DFW WUDQVSDUHQWO\ 
WR DGRSW DQG GHVLJQDWH D SROLF\ EDVHG RQ WKH SUHPLVH WKDW WKH 1:5 6FKHPH ZDV FDSDEOH 
RI EHLQJ GHOLYHUHG ZLWKRXW EUHDFKLQJ DLU TXDOLW\ REOLJDWLRQV ± DQG WR UHTXLUH D '&2 
DSSOLFDQW WR VDWLVI\ KLP WKDW WKH 1:5 6FKHPH ZRXOG QRW EUHDFK WKRVH REOLJDWLRQV ± 
ZLWKRXW LGHQWLI\LQJ WKH FRUUHFW OHJDO WHVW.  

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 275-278). 

+DELWDWV 

8.  7KH 6HFUHWDU\ RI 6WDWH DFWHG XQODZIXOO\ LQ QRW WUHDWLQJ WKH *DWZLFN 25 6FKHPH DV DQ 
DOWHUQDWLYH WR WKH 1:5 6FKHPH IRU WKH SXUSRVHV RI DUWLFOHV 6(3) DQG 6(4) RI WKH +DELWDWV 
'LUHFWLYH. 

8.1  7KH 6HFUHWDU\ RI 6WDWH¶V ILUVW UHDVRQ IRU UHMHFWLQJ WKH *DWZLFN 25 6FKHPH ZDV 
WKDW LW ZRXOG QRW PHHW WKH REMHFWLYHV RI WKH $136 LQ UHODWLRQ WR PHHWLQJ WKH QHHG 
WR LQFUHDVH DLUSRUW FDSDFLW\ LQ /RQGRQ DQG WKH 6RXWK-(DVW DQG PDLQWDLQLQJ WKH 
8.¶V KXE VWDWXV. +LV DSSURDFK WR WKH ³REMHFWLYHV´ RI WKH $136 ZDV XQODZIXO. 

3HUPLVVLRQ�JUDQWHG��DSSOLFDWLRQ�UHIXVHG�(VHH SDUDJUDSKV 353-360). 

8.2  +LV VHFRQG UHDVRQ ZDV WKDW WKH *DWZLFN 25 6FKHPH ZRXOG SRWHQWLDOO\ FDXVH KDUP 
WR DQ 6$& XSRQ ZKLFK D SULRULW\ VSHFLHV ZDV SUHVHQW� DQG, WKHUHIRUH, LW FRXOG QRW 
RYHUFRPH WKH WHVW RI LPSHUDWLYH UHDVRQV RI RYHUULGLQJ SXEOLF LPSRUWDQFH. 7KDW 
ZDV XQODZIXO EHFDXVH WKHUH ZDV QR HYLGHQWLDO EDVLV IRU WKDW FRQFOXVLRQ.  

3HUPLVVLRQ�JUDQWHG��DSSOLFDWLRQ�UHIXVHG�(VHH SDUDJUDSKV 361-371). 

6($ 

�.  7KH 6HFUHWDU\ RI 6WDWH EUHDFKHG DUWLFOH 5(1) DQG (2) RI WKH 6($ 'LUHFWLYH (WDNHQ ZLWK 
WKH LGHQWLILHG $QQH[) LQ WKH IROORZLQJ UHVSHFWV� 

*URXQG �.1� +H IDLOHG WR SURYLGH DQ RXWOLQH RI WKH UHODWLRQVKLS EHWZHHQ WKH $136 DQG 
RWKHU UHOHYDQW SODQV RU SURJUDPPHV ($QQH[ 1(D)). 

3HUPLVVLRQ�JUDQWHG��DSSOLFDWLRQ�UHIXVHG�(VHH SDUDJUDSKV 443-463). 

*URXQG �.2� +H IDLOHG WR LGHQWLI\ WKH HQYLURQPHQWDO FKDUDFWHULVWLFV RI DUHDV OLNHO\ WR EH 
VLJQLILFDQWO\ DIIHFWHG E\ WKH $136 ($QQH[ 1(F)). 

3HUPLVVLRQ�JUDQWHG��DSSOLFDWLRQ�UHIXVHG�(VHH SDUDJUDSKV 464-4�1). 

*URXQG �.3� +H IDLOHG WR SURYLGH LQIRUPDWLRQ RQ HQYLURQPHQWDO SURWHFWLRQ REMHFWLYHV, 
HVWDEOLVKHG DW ,QWHUQDWLRQDO, (8 RU 0HPEHU 6WDWH OHYHO, ZKLFK DUH UHOHYDQW WR WKH $136 
DQG WKH ZD\ WKRVH REMHFWLYHV DQG DQ\ HQYLURQPHQWDO FRQVLGHUDWLRQV KDYH EHHQ WDNHQ 
LQWR DFFRXQW GXULQJ LWV SUHSDUDWLRQ ($QQH[ 1(H)). 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 4�3-4�4). 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

*URXQG �.4� +H IDLOHG WR SURYLGH LQIRUPDWLRQ RQ WKH OLNHO\ VLJQLILFDQW HIIHFWV RQ WKH 
HQYLURQPHQW, LQFOXGLQJ VKRUW, PHGLXP DQG ORQJ-WHUQ HIIHFWV, SHUPDQHQW DQG WHPSRUDU\ 
HIIHFWV, SRVLWLYH DQG QHJDWLYH HIIHFWV, DQG VHFRQGDU\, FXPXODWLYH DQG V\QHUJLVWLF HIIHFWV, 
LQ SDUWLFXODU RQ WKH HIIHFWV RI DLU SROOXWLRQ DQG QRLVH RQ KXPDQ KHDOWK ($QQH[ 1(I)). 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 4�5-4�7). 

*URXQG �.5� +H IDLOHG WR LGHQWLI\ DQG GHVFULEH PHDVXUHV HQYLVDJHG WR SUHYHQW, UHGXFH 
DQG DV IXOO\ DV SRVVLEOH RIIVHW DQ\ VLJQLILFDQW DGYHUVH HIIHFWV RQ WKH HQYLURQPHQW RI 
LPSOHPHQWLQJ WKH $136 ($QQH[ 1(J)). 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 4�8-500). 

&RQVXOWDWLRQ 

10.  7KH $136 LV XQODZIXO E\ UHDVRQ RI WKH 6HFUHWDU\ RI 6WDWH QRW FDUU\LQJ RXW WKH UHTXLUHG 
VWDWXWRU\ FRQVXOWDWLRQ ZLWK DQ RSHQ PLQG. 

3HUPLVVLRQ�JUDQWHG��DSSOLFDWLRQ�UHIXVHG�(SDUDJUDSKV 503-54�). 

)R(��&ODLP�1R�&2������������

11.  ,Q EUHDFK RI VHFWLRQ 5(7) DQG (8) RI WKH 3$ 2008, WKH $136 IDLOV WR H[SODLQ KRZ LW WDNHV 
DFFRXQW RI WKH &&$ 2008 FDUERQ HPLVVLRQV WDUJHW DQG/RU WKH SODQQLQJ DVVXPSWLRQ. ,Q 
SDUWLFXODU, LW LV XQFOHDU LQ VL[ UHVSHFWV� 

L)  ZKHWKHU WKH $136 (D) GHWHUPLQHV FRQFOXVLYHO\ WKDW LWV SROLFLHV DUH FRPSDWLEOH 
ZLWK WKH &&$ 2008 FDUERQ HPLVVLRQV WDUJHW VXFK WKDW, DPRQJ RWKHU WKLQJV, WKH 
PDWWHU ZLOO QRW EH (UH)FRQVLGHUHG DV SDUW RI GHWHUPLQLQJ DQ\ '&2 DSSOLFDWLRQ LQ 
GXH FRXUVH, RU (E) DFFHSWV WKDW WKDW TXHVWLRQ UHPDLQV WR EH GHWHUPLQHG DW WKH '&2 
DSSOLFDWLRQ VWDJH� 

LL)  ZKHWKHU WKH UHIHUHQFH LQ SDUDJUDSK 5.82 RI WKH $136 WR ³FDUERQ UHGXFWLRQ 
WDUJHWV´ UHIHUV WR WKH WDUJHWV LQ IRUFH DW WKH GDWH WKDW WKH $136 ZDV GHVLJQDWHG, RU 
DQ\ GLIIHUHQW WDUJHW LQ IRUFH DW WKH GDWH WKDW WKH DSSOLFDWLRQ IRU GHYHORSPHQW 
FRQVHQW LV GHWHUPLQHG� 

LLL)  ZKDW WDUJHW LV (RU WDUJHWV DUH) UHIHUUHG WR LQ SDUDJUDSK 5.82� DQG, LQ SDUWLFXODU, 
ZKHWKHU LW LV D UHIHUHQFH RQO\ WR WKH 2050 7DUJHW, RU ZKHWKHU LW LQFOXGHV 
LQWHUQDWLRQDO DQG QRQ-VWDWXWRU\ WDUJHWV VXFK DV WKH $YLDWLRQ 7DUJHW DQG WKH 
RYHUDUFKLQJ JRDOV RI WKH 3DULV $JUHHPHQW� 

LY)  OLQNHG WR (LLL), ZKHWKHU SDUDJUDSK 5.82 UHTXLUHV, RU DOORZV, LQWHUQDWLRQDO DYLDWLRQ 
HPLVVLRQV WR EH WDNHQ LQWR DFFRXQW ZKHQ GHFLGLQJ ZKHWKHU WKH FDUERQ HPLVVLRQV 
UHVXOWLQJ  IURP WKH SURMHFW DUH VR VLJQLILFDQW WKDW WKH\ ZRXOG KDYH D PDWHULDO 
LPSDFW RQ WKH DELOLW\ RI WKH *RYHUQPHQW WR PHHW LWV ³FDUERQ UHGXFWLRQ WDUJHWV´�  

Y)  ZKHWKHU, IRU WKH SXUSRVHV RI SDUDJUDSK 5.82, DQ\ DVVHVVPHQW DW WKH VWDJH RI 
GHYHORSPHQW FRQVHQW ZLOO LQFOXGH HPLVVLRQV IURP DLUFUDIW LQ IOLJKW (DQG WKXV 
ZKHWKHU WKH GHFLVLRQ WR JUDQW GHYHORSPHQW FRQVHQW ZLOO GHSHQG RQ ZKHWKHU 
HPLVVLRQV LQFOXGLQJ WKRVH DUH DFFHSWDEOH JLYHQ WKH UHTXLUHPHQWV RI WKH WLPH)� DQG 
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YL)  ZKDW LV PHDQW LQ SDUDJUDSK 5.82 E\ WKH SKUDVH ³PDWHULDO LPSDFW RQ WKH DELOLW\ RI 
WKH *RYHUQPHQW WR PHHW LWV FDUERQ UHGXFWLRQ WDUJHWV´. 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 626-632). 

12.  :KLOVW VHFWLRQ 5(8) RI WKH 3$ 2008 UHTXLUHV UHDVRQV WR EH JLYHQ IRU *RYHUQPHQW SROLF\ 
UHODWLQJ WR FOLPDWH FKDQJH DW WKH WLPH WKH $136 LV GHVLJQDWHG, WKH 6HFUHWDU\ RI 6WDWH 
HUUHG LQ OLPLWLQJ KLV FRQVLGHUDWLRQV XQGHU VHFWLRQ 10(3) (XQGHU ZKLFK KH LV ERXQG WR 
KDYH UHJDUG WR WKH GHVLUDELOLW\ RI PLWLJDWLQJ DQG DGDSWLQJ WR FOLPDWH FKDQJH ZKHQ 
H[HUFLVLQJ KLV IXQFWLRQV XQGHU VHFWLRQ 5 ZLWK WKH REMHFWLYH RI FRQWULEXWLQJ WR WKH 
DFKLHYHPHQW RI VXVWDLQDEOH GHYHORSPHQW) WR WKRVH WKDW DUH UHOHYDQW WR VHFWLRQ 5(8). 
6HFWLRQ 10(3) UHTXLUHV KLP WR FRQVLGHU WKH GHVLUDELOLW\ RI PLWLJDWLQJ DQG DGDSWLQJ WR 
FOLPDWH FKDQJH LQ D ZD\ WKDW LV EURDGHU WKDQ D FRQVLGHUDWLRQ RI KRZ WR PHHW H[LVWLQJ 
OHJDO REOLJDWLRQV DQG SROLF\ FRPPLWPHQWV. $V D UHVXOW RI WKLV PLVLQWHUSUHWDWLRQ, WKH 
6HFUHWDU\ RI 6WDWH IDLOHG WR GLVFKDUJH KLV REOLJDWLRQV XQGHU 10(2) DQG (3) RI WKH 3$ 
2008. 

3HUPLVVLRQ�UHIXVHG (SDUDJUDSKV 633-64�). 

13.  ,Q QRW WDNLQJ WKH 3DULV $JUHHPHQW LQWR DFFRXQW ± RU, DW OHDVW, IDLOLQJ WR H[SODLQ KRZ LW 
KDG EHHQ WDNHQ LQWR DFFRXQW ± WKH $R6 ZDV LQ EUHDFK RI SDUDJUDSK 5 RI VFKHGXOH 2 WR 
(UHDG ZLWK UHJXODWLRQ 12(3) RI) WKH 6($ 5HJXODWLRQV. 

3HUPLVVLRQ�UHIXVHG (SDUDJUDSKV 650-656) 

3ODQ�%�(DUWK��&ODLP�1R�&2������������

14.  7KH 6HFUHWDU\ RI 6WDWH¶V GHVLJQDWLRQ ZDV LQ EUHDFK RI VHFWLRQV 5(8) DQG 10, EHFDXVH D 
UHOHYDQW ³*RYHUQPHQW SROLF\´ IRU WKH SXUSRVHV RI VHFWLRQ 5(8) DQG D PDWHULDO 
FRQVLGHUDWLRQ IRU WKH SXUSRVHV RI VHFWLRQ 10 ZDV D FRPPLWPHQW WR WKH 3DULV $JUHHPHQW 
OLPLW LQ WHPSHUDWXUH ULVH WR 1.5�& DQG ³ZHOO EHORZ´ 2�&. 7KH 6HFUHWDU\ RI 6WDWH DFWHG 
XQODZIXOO\ LQ QRW WDNLQJ LQWR DFFRXQW WKDW FRPPLWPHQW� DQG LQ WDNLQJ LQWR DFFRXQW DQ 
LPPDWHULDO FRQVLGHUDWLRQ, QDPHO\ WKH JOREDO WHPSHUDWXUH OLPLW E\ 2050 RI 2�& ZKLFK, 
E\ WKH WLPH RI WKH GHVLJQDWLRQ, KDG EHHQ VFLHQWLILFDOO\ GLVFUHGLWHG DV UHFRJQLVHG E\ WKH 
8. *RYHUQPHQW DV D SDUW\ WR WKH 3DULV $JUHHPHQW DQG RWKHU DQQRXQFHPHQWV RI VXSSRUW 
IRU WKH 1.5�& OLPLW XSRQ ZKLFK WKH 3DULV $JUHHPHQW ZDV EDVHG (3ODQ % (DUWK *URXQG 
1). 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 604-620). 

15.  7KH 6HFUHWDU\ RI 6WDWH HUUHG DQG EUHDFKHG VHFWLRQ 3 RI WKH +5$ 1��8 E\ IDLOLQJ WR UHDG 
DQG JLYH HIIHFW WR WKH SKUDVH LQ VHFWLRQ 5(8) RI WKH 3$ 2008, ³*RYHUQPHQW SROLF\ 
UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG DGDSWDWLRQ WR, FOLPDWH FRQWURO´, LQ D ZD\ ZKLFK LV 
FRPSDWLEOH ZLWK ULJKWV XQGHU WKH (&+5, L.H. DV LQFOXGLQJ WKH 3DULV $JUHHPHQW (3ODQ % 
(DUWK *URXQG 3). 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 621-622). 

16.  ,Q DQ\ HYHQW, LUUHVSHFWLYH RI WKH WHUPV RI WKH 3$ 2008, WKH 6HFUHWDU\ RI 6WDWH DFWHG 
LUUDWLRQDOO\ LQ WDNLQJ LQWR DFFRXQW WKH GLVFUHGLWHG 2�& OLPLW DQG QRW WDNLQJ LQWR DFFRXQW 
WKH 1.5�& OLPLW WR ZKLFK, E\ WKH WLPH RI WKH GHVLJQDWLRQ, WKH *RYHUQPHQW ZDV FRPPLWWHG 
(3ODQ % (DUWK *URXQG 2). 
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3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 604-620 DQG 623). 

1HLO�5LFKDUG�6SXUULHU��&ODLP�1R�&2������������

17.  ,Q EUHDFK RI VHFWLRQ 7 RI WKH 3$ 2008 DQG WKH *XQQLQJ SULQFLSOHV, WKH 6HFUHWDU\ RI 6WDWH 
IDLOHG WR FRQVXOW SURSHUO\. 

,QVRIDU� DV� WKLV� JURXQG� H[WHQGV� EH\RQG� *URXQG� ���� SHUPLVVLRQ� UHIXVHG (VHH  
SDUDJUDSKV 550-551). 

18.  7KH 6HFUHWDU\ RI 6WDWH HUUHG LQ EDVLQJ KLV GHFLVLRQ WR GHVLJQDWH WKH 136 RQ WKH $& )LQDO 
5HSRUW, LQ FLUFXPVWDQFHV LQ ZKLFK WKH FKDLU RI WKH $& ZDV ELDVHG RU DSSDUHQWO\ ELDVHG 
LQ IDYRXU RI WKH 1:5 6FKHPH. 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 553-557). 

1�.  %\ GHVLJQDWLQJ WKH $136, WKH 6HFUHWDU\ RI 6WDWH DFWHG LQ EUHDFK RI DUWLFOH 8 RI WKH 
(&+5. 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 652-656). 

20.  %\ GHVLJQDWLQJ WKH $136, WKH 6HFUHWDU\ RI 6WDWH DFWHG LQ EUHDFK RI DUWLFOH 1 RI WKH )LUVW 
3URWRFRO WR WKH (&+5. 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 652-656). 

21.  7KH GHVLJQDWLRQ RI WKH $136 UHOLHG XSRQ ZRUN E\ -DFREV FRPPLVVLRQHG E\ WKH $& 
ZKLFK FRQWDLQHG D IXQGDPHQWDO HUURU E\ UHVWULFWLQJ WKH ³3ULQFLSDO 6WXG\ $UHD´ IRU 
JURXQG OHYHO SROOXWDQWV (LQFOXGLQJ 12; DQG ILQH SDUWLFXODWHV) WR 2NP UDGLXV URXQG WKH 
1:5 6FKHPH ERXQGDU\. ,Q IDLOLQJ SURSHUO\ WR WDNH LQWR DFFRXQW WKH 12; DQG 
SDUWLFXODWH FRQFHQWUDWLRQV LQ D ZLGHU DUHD, WKH 6HFUHWDU\ RI 6WDWH EUHDFKHG WKH $LU 
4XDOLW\ 'LUHFWLYH� DQG VHFWLRQ 10 RI WKH 3$ 2008 (VXVWDLQDEOH GHYHORSPHQW). 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSKV 27�-283). 

22.  7KH 6HFUHWDU\ RI 6WDWH DFWHG XQODZIXOO\ LQ GHVLJQDWLQJ WKH $136 ZKLFK ZRXOG EUHDFK 
WKH .\RWR 3URWRFRO, WKH 3DULV $JUHHPHQW DQG WKH &&$ 2008. 

3HUPLVVLRQ�UHIXVHG (VHH SDUDJUDSK 602-64�). 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

$33(1',;�%�

7+(�,668(6�

6WDQGDUG�RI�5HYLHZ�

1.  7KH SURSHU DSSURDFK IRU WKH FRXUW WR WDNH DV WR WKH VWDQGDUG RI UHYLHZ LQ DOO WKHVH FODLPV. 

$UWLFOH���RI�WKH�%LOO�RI�5LJKWV�

2.  :KHWKHU DQ\ RI WKH JURXQGV DQG/RU HYLGHQFH RI WKH SDUWLHV LV LQ EUHDFK RI DUWLFOH � RI 
WKH %LOO RI 5LJKWV, VXFK WKDW LW PD\ QRW EH UHOLHG RQ. 

6XUIDFH�$FFHVV�

3.  :KHWKHU WKH GHVLJQDWLRQ RI WKH $136 ZDV XQODZIXO E\ UHDVRQ RI� 

3.1. UHOLDQFH RQ RXWGDWHG DQG IODZHG VXUIDFH DFFHVV LPSDFW DQDO\VLV DQG/RU WKH 
IDLOXUH WR WDNH DQ\, RU DQ\ DGHTXDWH, DFFRXQW RI HYLGHQFH IURP WKH 0D\RU DQG 7I/ 
RU WR JLYH DQ\ H[SODQDWLRQ RI ZK\ WKDW HYLGHQFH ZDV GLVUHJDUGHG� DQG/RU 

3.2. WKH IDLOXUH WR WDNH DQ\, RU DQ\ DGHTXDWH, DFFRXQW RI HYLGHQFH IURP WKH 0D\RU 
DQG 7I/ RQ WKH GHOLYHUDELOLW\ RI WKH PRGH VKDUH WDUJHWV DGRSWHG LQ WKH $136� DQG/RU 

3.3. DGRSWLRQ RI PRGH VKDUH WDUJHWV WKDW DUH QRW UHDOLVWLFDOO\ FDSDEOH RI GHOLYHU\ 
DQG ZLOO QRW DGHTXDWHO\ PLWLJDWH WKH LPSDFW RI +HDWKURZ H[SDQVLRQ RQ WKH KLJKZD\ 
QHWZRUN. 

$LU�TXDOLW\�

4.  :KHWKHU WKH GHVLJQDWLRQ RI WKH $136 ZDV XQODZIXO E\ UHDVRQ RI� 

4.1. UHOLDQFH RQ D IODZHG DQDO\VLV RI WKH VXUIDFH DFFHVV LPSDFWV RI WKH 1:5 
6FKHPH (VHH DERYH)� 

4.2. D IDLOXUH WR FRQVLGHU RU DSSO\ D ZRUVW-FDVH VFHQDULR ZKHQ DVVHVVLQJ ZKHWKHU 
WKH 1:5 6FKHPH LV FDSDEOH RI EHLQJ GHOLYHUHG LQ FRPSOLDQFH ZLWK WKH $LU 4XDOLW\ 
'LUHFWLYH, DQG WKHUHE\ IDLOXUH WR DSSO\ D SUHFDXWLRQDU\ DSSURDFK� 

4.3. LW EHLQJ LUUDWLRQDO IRU WKH 6HFUHWDU\ RI 6WDWH WR KDYH GHVLJQDWHG WKH $136 
ZKHQ KH NQHZ, RU RXJKW WR KDYH NQRZQ, WKDW ZHUH WKH 1:5 6FKHPH FRQVWUXFWHG 
WKHUH ZRXOG EH D KLJK ULVN WKDW REOLJDWLRQV XQGHU WKH $LU 4XDOLW\ 'LUHFWLYH ZLOO EH 
EUHDFKHG IURP 2026-30� 

4.4. WKH 6HFUHWDU\ RI 6WDWH KDYLQJ PDGH XQMXVWLILHG DVVXPSWLRQV DERXW WKH 
SRVVLELOLW\ RI PLWLJDWLQJ KDUP ZKHQ FRQFOXGLQJ WKDW WKH 1:5 6FKHPH ZDV FDSDEOH 
RI EHLQJ GHOLYHUHG FRPSDWLEO\ ZLWK DLU TXDOLW\ OHJDO REOLJDWLRQV� 

4.5. WKH 6HFUHWDU\ RI 6WDWH DFWLQJ LUUDWLRQDOO\ DQG/RU FRQWUDU\ WR DQ\ REOLJDWLRQV WR 
DFW WUDQVSDUHQWO\ WR JLYH UHDVRQV E\ IDLOLQJ WR VHW RXW WKH OHJDO WHVW IRU FRPSOLDQFH 
ZLWK WKH $LU 4XDOLW\ 'LUHFWLYH (LQFOXGLQJ WKH REOLJDWLRQ XQGHU $UWLFOH 12 WR 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

HQGHDYRXU WR SUHVHUYH WKH EHVW DPELHQW DLU TXDOLW\ FRPSDWLEOH ZLWK VXVWDLQDEOH 
GHYHORSPHQW). 

5.  :KHWKHU WKH GHVLJQDWLRQ RI WKH $136 RWKHUZLVH EUHDFKHG DQ\ SURYLVLRQV RI WKH $LU 
4XDOLW\ 'LUHFWLYH. 

+DELWDWV�

6.  :KHWKHU WKH GHFLVLRQ RI WKH 6HFUHWDU\ RI 6WDWH WKDW WKH *DWZLFN 25 6FKHPH ZDV QRW DQ 
DOWHUQDWLYH VROXWLRQ WR WKH 1:5 6FKHPH ZDV LQ EUHDFK RI WKH +DELWDWV 'LUHFWLYH E\ 
UHDVRQ RI� 

6.1. WKH REMHFWLYHV RI� (D) LQFUHDVLQJ DLUSRUW FDSDFLW\� DQG (E) PDLQWDLQLQJ WKH 
8.¶V KXE VWDWXV EHLQJ OHJDOO\ HUURQHRXV� 

6.2. FRQFOXVLRQV RQ WKH SRWHQWLDO KDELWDWV LPSDFWV RI WKH *DWZLFN 25 6FKHPH 
EHLQJ UHDFKHG ZLWKRXW DQ\ HYLGHQFH. 

6($�

7.  7KH SURSHU WHVW IRU WKH FRXUW WR DSSO\ ZKHQ DSSUDLVLQJ ZKHWKHU DQ HQYLURQPHQWDO UHSRUW 
FRPSOLHV ZLWK WKH PDQGDWRU\ UHTXLUHPHQWV RI WKH 6($ 'LUHFWLYH. ,Q SDUWLFXODU, ZKHWKHU 
WKH FRXUW VKRXOG LQ FRQVLGHULQJ WKH 6($ LVVXHV DSSO\ WKH %OHZHWW DSSURDFK, DV DSSOLHG 
WR 6($ LQ 6KDGZHOO, RU ZKHWKHU LW VKRXOG DSSO\ VRPH GLIIHUHQW DSSURDFK. 

8.  :KHWKHU WKH IROORZLQJ DOOHJHG EUHDFKHV RI WKH 6($ 'LUHFWLYH DUH PDGH RXW� 

8.1. IDLOXUH WR SURYLGH DQ RXWOLQH RI WKH UHODWLRQVKLS EHWZHHQ WKH $136 DQG RWKHU 
UHOHYDQW SODQV RU SURJUDPPHV LQ EUHDFK RI DUWLFOH 5(1)-(2) RI WKH 6($ 'LUHFWLYH 
ZLWK $QQH[ 1(D)� 

8.2. IDLOXUH WR LGHQWLI\ WKH HQYLURQPHQWDO FKDUDFWHULVWLFV RI DUHDV OLNHO\ WR EH 
VLJQLILFDQWO\ DIIHFWHG E\ WKH $136, LQ EUHDFK RI DUWLFOH 5(1)-(2) RI WKH 6($ 
'LUHFWLYH ZLWK $QQH[ 1(F)� 

8.3. IDLOXUH WR SURYLGH LQIRUPDWLRQ RQ HQYLURQPHQWDO SURWHFWLRQ REMHFWLYHV, 
HVWDEOLVKHG DW LQWHUQDWLRQDO, (8 RU 0HPEHU 6WDWH OHYHO, ZKLFK DUH UHOHYDQW WR WKH 
$136 DQG WKH ZD\ REMHFWLYHV DQG DQ\ HQYLURQPHQWDO FRQVLGHUDWLRQV KDYH EHHQ 
WDNHQ LQWR DFFRXQW GXULQJ LWV SUHSDUDWLRQ, LQ EUHDFK RI DUWLFOH 5(1)-(2) RI WKH 6($ 
'LUHFWLYH ZLWK $QQH[ 1(H)� 

8.4. IDLOXUH WR SURYLGH LQIRUPDWLRQ RQ WKH OLNHO\ VLJQLILFDQW HIIHFWV RQ WKH 
HQYLURQPHQW, LQFOXGLQJ VKRUW, PHGLXP DQG ORQJ-WHUP HIIHFWV, SHUPDQHQW DQG 
WHPSRUDU\ HIIHFWV, SRVLWLYH DQG QHJDWLYH HIIHFWV, DQG VHFRQGDU\, FXPXODWLYH DQG 
V\QHUJLVWLF HIIHFWV, LQ SDUWLFXODU RQ WKH LVVXHV RI SRSXODWLRQ DQG KXPDQ KHDOWK DQG 
FOLPDWLF IDFWRUV, LQ EUHDFK RI DUWLFOH 5(1)-(2) RI WKH 6($ 'LUHFWLYH ZLWK $QQH[ 1(I)� 

8.5. IDLOXUH WR LGHQWLI\ DQG GHVFULEH PHDVXUHV HQYLVDJHG WR SUHYHQW, UHGXFH DQG DV 
IXOO\ DV SRVVLEOH RIIVHW DQ\ VLJQLILFDQW DGYHUVH HIIHFWV RQ WKH HQYLURQPHQW RI 
LPSOHPHQWLQJ WKH $136, LQ EUHDFK RI DUWLFOH 5(1)-(2) RI WKH 6($ 'LUHFWLYH ZLWK 
$QQH[ 1(J). 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

�.  :KHWKHU WKH 6($ 'LUHFWLYH ZDV EUHDFKHG E\ UHDVRQ RI D IDLOXUH WR FRQVLGHU WKH 3DULV 
$JUHHPHQW. 

10.  ,I DQ\ RU DOO RI WKHVH DOOHJHG EUHDFKHV DUH PDGH RXW ZKDW WKH FRQVHTXHQFHV DUH, LI DQ\, 
IRU WKH ODZIXOQHVV RI WKH $136. 

&RQVXOWDWLRQ�IDLOLQJV�

11.  :KHWKHU WKH $136 LV XQODZIXO E\ UHDVRQ RI WKH 6HFUHWDU\ RI 6WDWH QRW FDUU\LQJ RXW WKH 
FRQVXOWDWLRQ ZLWK DQ RSHQ PLQG. 

%LDV�

12.  :KHWKHU WKH $136 LV XQODZIXO E\ UHDVRQ RI ELDV DQG/RU DSSDUHQW ELDV, DQG ZKHWKHU 
VRPH RU DOO RI WKH PDWWHUV UHOLHG RQ LQ VXSSRUW RI VXFK DQ DOOHJDWLRQ FDQ EH SXUVXHG LQ 
WKHVH SURFHHGLQJV. 

+XPDQ�5LJKWV�

13.  :KHWKHU WKH GHVLJQDWLRQ RI WKH $136 JLYHV ULVH WR DQ\ EUHDFK RI WKH +XPDQ 5LJKWV $FW 
1��8, DUWLFOH 8 RU $131, LQ UHODWLRQ WR LVVXHV RI QRLVH DQG DLU TXDOLW\. 

&OLPDWH�&KDQJH�

14.  :KHWKHU WKH GHVLJQDWLRQ RI WKH $136 LV XQODZIXO E\ UHDVRQ RI WKH 6HFUHWDU\ RI 6WDWH 
KDYLQJ IDLOHG, LQ EUHDFK RI VHFWLRQ 5 RI WKH 3$ 2008, WR H[SODLQ KRZ WKH SROLF\ LQ WKH 
$136 WDNHV DFFRXQW RI 8. *RYHUQPHQW SROLF\ UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG 
DGDSWDWLRQ WR, FOLPDWH FKDQJH.  ,Q SDUWLFXODU� 

14.1. 'RHV WKH 136� (L) VHHN WR GHWHUPLQH FRQFOXVLYHO\ WKDW LWV SROLFLHV DUH 
FRPSDWLEOH ZLWK WKH ³DYLDWLRQ WDUJHW´/´SODQQLQJ DVVXPSWLRQ´ RI WKH &&& DQG WKH 
2050 7DUJHW VHW LQ WKH &&$ 2008 RU (LL) OHDYHV WKLV TXHVWLRQ WR EH GHWHUPLQHG DW WKH 
GHYHORSPHQW FRQVHQW VWDJH. 

14.2. ,I WKH IRUPHU LQWHUSUHWDWLRQ LV FRUUHFW, ZDV LW XQODZIXO IRU WKH 136 WR SXUSRUW 
WR GHWHUPLQH WKH TXHVWLRQ FRQFOXVLYHO\ DV SDUW RI WKH 136 LQ WKH DEVHQFH RI D 
EURDGHU SROLF\ RQ DYLDWLRQ DQG FOLPDWH FKDQJH. 

14.3. ,I WKH ODWWHU LQWHUSUHWDWLRQ LV FRUUHFW LV WKH 136 OHJDOO\ GHIHFWLYH. 

14.4. 2YHUDOO, GRHV WKH 136 XQODZIXOO\ IDLO WR H[SODLQ KRZ LW WDNHV DFFRXQW RI WKH 
DYLDWLRQ WDUJHW/SODQQLQJ DVVXPSWLRQ DQG WKH 2050 WDUJHW. 

15.  :KHWKHU WKH GHVLJQDWLRQ RI WKH $136 LV XQODZIXO E\ UHDVRQ RI WKH 6HFUHWDU\ RI 6WDWH 
KDYLQJ PLVLQWHUSUHWHG DQG/RU EUHDFKHG VHFWLRQ 5(8) RI WKH 3$ 2008 DV UHJDUGV WKH 3DULV 
$JUHHPHQW WHPSHUDWXUH JRDO. 

16.  :KHWKHU, LQ WKH HYHQW RI DQ\ DPELJXLW\ UHJDUGLQJ WKH LQWHUSUHWDWLRQ RI VHFWLRQ 5(8) RI 
WKH 3$ 2008, WKH +XPDQ 5LJKWV $FW 1��8 VHFWLRQ 3 UHTXLUHV WKDW WKH SKUDVH 
³*RYHUQPHQW SROLF\ UHODWLQJ WR WKH PLWLJDWLRQ RI, DQG DGDSWDWLRQ WR, FOLPDWH FKDQJH´ EH 
LQWHUSUHWHG DQG JLYHQ HIIHFW WR DV LQFOXGLQJ WKH 3DULV $JUHHPHQW WHPSHUDWXUH JRDO. 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

17.  :KHWKHU 3ODQ % PD\ UDLVH DQ DUJXPHQW XQGHU VHFWLRQ 3 RI WKH +XPDQ 5LJKWV $FW 1��8 
JLYHQ WKDW LW LV QRW D ³YLFWLP´ IRU WKH SXUSRVHV RI VHFWLRQ 7 RI WKDW $FW. 

18.  :KHWKHU WKH GHVLJQDWLRQ RI WKH $136 E\ WKH 6HFUHWDU\ RI 6WDWH ZDV LUUDWLRQDO RQ WKH 
JURXQGV WKDW LW ZDV QRW DVVHVVHG DJDLQVW WKH 3DULV $JUHHPHQW WHPSHUDWXUH JRDO. 

1�.  :KHWKHU WKH GHVLJQDWLRQ RI WKH $136 LV XQODZIXO E\ UHDVRQ RI� 

1�.1. WKH 6HFUHWDU\ RI 6WDWH KDYLQJ PLVLQWHUSUHWHG DQG/RU IDLOHG WR FRPSO\ ZLWK KLV 
GXWLHV XQGHU VHFWLRQ 10(2) DQG (3) RI WKH 3$ 2008� DQG/RU 

1�.2. WKH 6HFUHWDU\ RI 6WDWH KDYLQJ IDLOHG WR FRQVLGHU� 

1�.2.1. WKH LPSOLFDWLRQV RI WKH 3DULV $JUHHPHQW� 

1�.2.2. QRQ-&22 HPLVVLRQV� DQG 

1�.2.3. WKH QHHGV RI IXWXUH JHQHUDWLRQV. 

20.  ,Q SDUWLFXODU� 

20.1. 'LG WKH 6HFUHWDU\ RI 6WDWH HUU LQ LWV LQWHUSUHWDWLRQ RI VHFWLRQ 10 RI WKH 3$ 
2008, E\ FRQVWUXLQJ LW DV UHTXLULQJ FRQVLGHUDWLRQ RQO\ RI ³H[LVWLQJ OHJDO REOLJDWLRQV 
DQG SROLF\ FRPPLWPHQWV´ UHODWLQJ WR FOLPDWH FKDQJH. 

20.2. ,I LW GLG, GLG WKH 6HFUHWDU\ RI 6WDWH IDLO WR GLVFKDUJH KLV GXWLHV XQGHU VHFWLRQ 
10(2) DQG (3) RI WKH 3$ 2008 DQG/RU IDLO WR WDNH LQWR DFFRXQW PDWHULDO 
FRQVLGHUDWLRQV. 

21.  :KHWKHU WKH GHVLJQDWLRQ RI WKH $136 LV RWKHUZLVH XQODZIXO E\ UHDVRQ RI DQ\ FOLPDWH 
FKDQJH LVVXHV. 

5HOLHI�

22.  :KDW UHOLHI, LI DQ\, VKRXOG EH JUDQWHG LI DQ\ RI WKH JURXQGV RI FODLP LV PDGH RXW.  
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

$33(1',;�&�

7(506�$1'�$%%5(9,$7,216�

7KH IROORZLQJ WHUPV DQG DEEUHYLDWLRQV DUH XVHG LQ WKLV MXGJPHQW� 

2007 :KLWH 3DSHU ³3ODQQLQJ IRU D 6XVWDLQDEOH )XWXUH´ :KLWH 
3DSHU (0D\ 2007) (&P 7120) 

2017 5HJXODWLRQV 7KH 7RZQ DQG &RXQW\ 3ODQQLQJ 
((QYLURQPHQWDO ,PSDFW $VVHVVPHQW) 
5HJXODWLRQV 2017 (6, 2017 1R. 571) 

$131 $UWLFOH 1 RI WKH )LUVW 3URWRFRO WR WKH (&+5 
(VHH EHORZ) 

$& $LUSRUWV &RPPLVVLRQ 

$& )LQDO 5HSRUW 7KH )LQDO 5HSRUW RI WKH $& (VHH DERYH) (1 
-XO\ 2015) 

$& ,QWHULP 5HSRUW 7KH ,QWHULP 5HSRUW RI WKH $& (VHH DERYH) 
(17 'HFHPEHU 2013) 

$GGHQGXP WR WKH $JUHHG 6WDWHPHQW $GGHQGXP WR WKH $JUHHG 6WDWHPHQW (VHH 
EHORZ) (0DUFK 201�) 

$JUHHG 6WDWHPHQW 7KH 3DUWLHV¶ $JUHHG 6WDWHPHQW RI &RPPRQ 
*URXQG (28 -DQXDU\ 201�) 

$LU 4XDOLW\ 'LUHFWLYH 'LUHFWLYH 2008/50/(& RI WKH (XURSHDQ 
3DUOLDPHQW DQG RI WKH &RXQFLO RI 21 0D\ 
2008 RQ DPELHQW DLU TXDOLW\ DQG FOHDQHU DLU 
IRU (XURSH 

$LU 4XDOLW\ 5HJXODWLRQV 7KH $LU 4XDOLW\ 6WDQGDUGV 5HJXODWLRQV 2010 
(6, 2010 1R 1001) 

$136 $LUSRUWV 1DWLRQDO 3ROLF\ 6WDWHPHQW 

$R6 $SSUDLVDO RI 6XVWDLQDELOLW\  

$3) $YLDWLRQ 3ROLF\ )UDPHZRUN 

$40$ $LU 4XDOLW\ 0DQDJHPHQW $UHD 

$43 2017 $LU 4XDOLW\ 3ODQ 2017 (26 -XO\ 2017) 

$URUD $URUD +ROGLQJV /LPLWHG 
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$SSURYHG�-XGJPHQW� 5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

$WNLQV  $WNLQV /LPLWHG 

$70V  $LU 7UDIILF 0RYHPHQWV 

$7:3  $LU 7UDQVSRUW :KLWH 3DSHU 

%DNHU 1  7KH ILUVW VWDWHPHQW RI 3DXO %DNHU GDWHG 6 
$XJXVW 2018 

%DNHU 2  7KH ILUVW VWDWHPHQW RI 3DXO %DNHU GDWHG 20 
'HFHPEHU 2018 

%LUGV 'LUHFWLYH  (& &RXQFLO 'LUHFWLYH 200�/147/(& RQ WKH 
FRQVHUYDWLRQ RI ZLOG ELUGV, ZKLFK UHSODFHG 
(& &RXQFLO 'LUHFWLYH 7�/40�/((& 

&$$  &LYLO $YLDWLRQ $XWKRULW\ 

&DELQHW 6XE-&RPPLWWHH  7KH &DELQHW 6XE-&RPPLWWHH RQ (FRQRPLF 
$IIDLUV 

&DUERQ EXGJHW  7KH QHW 8. FDUERQ DFFRXQW VHW E\ WKH 
6HFUHWDU\ RI 6WDWH IRU %(,6 (VHH EHORZ) 
XQGHU WKH &&$ 2008 (VHH EHORZ) 

&DUERQ 7DUJHW -5  7KH FODLP E\ 3ODQ % (DUWK DQG RWKHUV 
FKDOOHQJLQJ WKH UHIXVDO RI WKH 6HFUHWDU\ RI 
6WDWH IRU %(,6 WR UHYLVH WKH 2050 FDUERQ 
WDUJHW XQGHU WKH &&$ 2008 IROORZLQJ WKH 
3DULV $JUHHPHQW 

&$=  &OHDQ $LU =RQHV 

&&$ 2008  7KH &OLPDWH &KDQJH $FW 2008 

&RPPLWWHH RQ &OLPDWH &KDQJH 

&OLPDWH &KDQJH $QQH[ WR WKH $JUHHG  &OLPDWH &KDQJH $QQH[ WR WKH $JUHHG 
6WDWHPHQW  6WDWHPHQW (VHH DERYH) DJUHHG EHWZHHQ )R(, 

3ODQ % (DUWK DQG WKH 6HFUHWDU\ RI 6WDWH (5 
)HEUXDU\ 201�) 

&22  &DUERQ 'LR[LGH 

&RQVXOWDWLRQ 5HVSRQVH  7KH 6HFUHWDU\ RI 6WDWH¶V UHVSRQVH WR WKH 
FRQVXOWDWLRQV RQ WKH GUDIW $136 (-XQH 2018) 

&23(57  &RPSXWHU 3URJUDPPH WR &DOFXODWH 
(PLVVLRQV IURP 5RDG 7UDQVSRUW 
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$SSURYHG�-XGJPHQW�

'&2 

'HIUD 

'I7 

'I717 

(&+5 

(,$ 

(,$ 'LUHFWLYH 

(,$ 5HJXODWLRQV 

(15 6FKHPH 

(76 

(8 

([DPLQDWLRQ 5XOHV 

([DPLQLQJ $XWKRULW\ 

)HEUXDU\ 2017 &RQVXOWDWLRQ 

)R( 

*$/ 

*DWZLFN 25 6FKHPH 

*+*V 

5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

'HYHORSPHQW &RQVHQW 2UGHU 

'HSDUWPHQW IRU (QYLURQPHQW, )RRG DQG 
5XUDO $IIDLUV  

'HSDUWPHQW IRU 7UDQVSRUW 

8. $YLDWLRQ )RUHFDVWV 2017 SXEOLVKHG E\ 
WKH 'I7 (VHH DERYH) (24 2FWREHU 2017) 

(XURSHDQ &RQYHQWLRQ RQ +XPDQ 5LJKWV 

(QYLURQPHQWDO ,PSDFW $VVHVVPHQW 

&RXQFLO 'LUHFWLYH 85/337/((& RI 27 -XQH 
1�85 RQ WKH DVVHVVPHQW RI WKH HIIHFWV RI 
FHUWDLQ SXEOLF DQG SULYDWH SURMHFWV RQ WKH 
HQYLURQPHQW 

7KH 7RZQ DQG &RXQWU\ 3ODQQLQJ 
((QYLURQPHQWDO ,PSDFW $VVHVVPHQW) 
5HJXODWLRQV 2017 (6, 2017 1R 571) DQG WKHLU 
SUHGHFHVVRUV, WUDQVSRVLQJ WKH (,$ 'LUHFWLYH 
(VHH DERYH) 

3URSRVDO RI ++/ (VHH EHORZ) WR H[WHQG WKH 
H[LVWLQJ QRUWKHUQ UXQZD\ WR DOORZ LW WR 
RSHUDWH DV WZR LQGHSHQGHQW UXQZD\V 

(PLVVLRQV 7UDGLQJ 6FKHPH  

(XURSHDQ 8QLRQ  

7KH ,QIUDVWUXFWXUH 3ODQQLQJ (([DPLQDWLRQ  
3URFHGXUH) 5XOHV 2010 (6, 2010 1R 103)  

$ SDQHO RU D VLQJOH SHUVRQ DSSRLQWHG E\ WKH  
6HFUHWDU\ RI 6WDWH WR H[DPLQH D '&2 
DSSOLFDWLRQ 

&RQVXOWDWLRQ RQ D GUDIW $136 ODXQFKHG E\ 
WKH 6HFUHWDU\ RI 6WDWH RQ 2 )HEUXDU\ 2017 

)ULHQGV RI WKH (DUWK /LPLWHG 

*DWZLFN $LUSRUW /LPLWHG 

3URSRVDO IRU D VHFRQG UXQZD\ DW *DWZLFN 

*UHHQKRXVH JDVHV 
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6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

*/$ $FW  *UHDWHU /RQGRQ $XWKRULW\ $FW 1��� 

*RYHUQPHQW¶V 7UDQVSRUW &RPPLWWHH  *RYHUQPHQW UHVSRQVH WR WKH 7UDQVSRUW 
5HVSRQVH  &RPPLWWHH UHSRUW RQ WKH UHYLVHG GUDIW $136 

(5 -XQH 2018) 

*UDKDP  7KH ZLWQHVV VWDWHPHQW RI 3KLO *UDKDP GDWHG 
2� 1RYHPEHU 2018 

*XQQLQJ SULQFLSOHV  3ULQFLSOHV RQ WKH GXW\ WR FRQVXOW DSSURYHG LQ 
5 Y %UHQW /RQGRQ %RURXJK &RXQFLO H[ SDUWH 
*XQQLQJ (1�85) 84 /*5 168 

+DELWDWV 'LUHFWLYH  (& &RXQFLO 'LUHFWLYH �2/43/((& RI 21 0D\ 
1��2 RQ WKH FRQVHUYDWLRQ RI QDWXUDO KDELWDWV 
DQG RI ZLOG IDXQD DQG IORUD 

+DELWDWV 5HJXODWLRQV  &RQVHUYDWLRQ RI +DELWDWV DQG 6SHFLHV 
5HJXODWLRQV 2017 (6, 2017 1R 1012) 

+$/  +HDWKURZ $LUSRUW /LPLWHG 

+*9V  +HDY\ *RRGV 9HKLFOHV 

++/  +HDWKURZ +XE /LPLWHG 

+LOOLQJGRQ  /RQGRQ %RURXJK RI +LOOLQJGRQ 

+LOOLQJGRQ (2010)  5 (+LOOLQJGRQ /RQGRQ %RURXJK &RXQFLO) Y 
6HFUHWDU\ RI 6WDWH IRU 7UDQVSRUW >2010@ 
(:+& 626 ($GPLQ) 

+5$  +DELWDWV 5HJXODWLRQV $VVHVVPHQW 

+5$ 1��8  +XPDQ 5LJKWV $FW 1��8 

,3&&  ,QWHUJRYHUQPHQWDO 3DQHO RQ &OLPDWH &KDQJH 

,523,  ,PSHUDWLYH UHDVRQV RI RYHUULGLQJ SXEOLF 
LQWHUHVW 

-DFREV  -DFREV 8. /LPLWHG 

-DFREV &DUERQ (PLVVLRQV $VVHVVPHQW  $SSUDLVDO )UDPHZRUN 0RGXOH 8� &DUERQ� 
)XUWKHU $VVHVVPHQW 5HSRUW E\ -DFREV (VHH 
DERYH) (0D\ 2015) 

-DFREV 0D\ 2015 $4 /RFDO $VVHVVPHQW  $SSUDLVDO )UDPHZRUN 0RGXOH 6� $LU 4XDOLW\ 
/RFDO $VVHVVPHQW� 'HWDLOHG (PLVVLRQV 
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$SSURYHG�-XGJPHQW�

-DFREV 6XUIDFH $FFHVV $VVHVVPHQW 

-RQHV 1 

-RQHV 2 

/2$(/ 

/RWLQJD 1 

/RWLQJD 2 

/RZ 1 

/RZ 2 

/RZ 3 

0D\RU 

0RUULVRQ 1 

0RUULVRQ 2 

PSSD 

122 

12[ 

133) 

136 

5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

,QYHQWRU\ DQG 'LVSHUVLRQ 0RGHOOLQJ -DFREV 
(VHH DERYH) (0D\ 2015) 

$SSUDLVDO )UDPHZRUN 0RGXOH 4� 6XUIDFH 
$FFHVV� '\QDPLF 0RGHOOLQJ 5HSRUW� 
+HDWKURZ $LUSRUW 1RUWK :HVW 5XQZD\ 6� E\ 
-DFREV, GDWHG 0D\ 2015 

7KH ILUVW ZLWQHVV VWDWHPHQW RI 5RJHU -RQHV 
GDWHG 2� 1RYHPEHU 2018 

7KH VHFRQG ZLWQHVV VWDWHPHQW RI 5RJHU -RQHV 
GDWHG 8 -DQXDU\ 201� (DPHQGHG 25 -DQXDU\ 
201�) 

/RZHVW REVHUYHG DGYHUVH HIIHFWV OHYHO 

7KH ILUVW ZLWQHVV VWDWHPHQW RI 0LFKDHO 
/RWLQJD GDWHG 28 1RYHPEHU 2018 

7KH VHFRQG ZLWQHVV VWDWHPHQW RI 0LFKDHO 
/RWLQJD GDWHG � -DQXDU\ 201� 

7KH ILUVW ZLWQHVV VWDWHPHQW RI &DUROLQH /RZ 
GDWHG 2� 1RYHPEHU 2018 

7KH VHFRQG ZLWQHVV VWDWHPHQW RI &DUROLQH 
/RZ GDWHG � -DQXDU\ 201� (DPHQGHG 25 
-DQXDU\ 201�) 

7KH WKLUG ZLWQHVV VWDWHPHQW RI &DUROLQH /RZ 
GDWHG 22 -DQXDU\ 201� 

0D\RU RI /RQGRQ 

7KH ILUVW ZLWQHVV VWDWHPHQW RI &KDUOHV 
0RUULVRQ GDWHG 6 'HFHPEHU 2018 

7KH VHFRQG ZLWQHVV VWDWHPHQW RI &KDUOHV 
0RUULVRQ GDWHG � -DQXDU\ 201� 

0LOOLRQ SDVVHQJHUV SHU DQQXP 

1LWURJHQ 'LR[LGH 

1LWURJHQ 2[LGHV 

1DWLRQDO 3ODQQLQJ 3ROLF\ )UDPHZRUN 

1DWLRQDO 3ROLF\ 6WDWHPHQW 
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$SSURYHG�-XGJPHQW�

1:5 6FKHPH 

2FWREHU 2016 GHFLVLRQ 

2FWREHU 2016 3UHIHUHQFH 'HFLVLRQ -5 

2FWREHU 2017 &RQVXOWDWLRQ 

2ZHQ 

3$ 2008 

3&0 

3XGGLIRRW 1 

3XGGLIRRW 2 

6$& 

6'* 

6'* 5HSRUW 

6($ 

6($ 'LUHFWLYH 

5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

7KH VFKHPH WR FRQVWUXFW D WKLUG UXQZD\ DW 
+HDWKURZ WR WKH QRUWK-ZHVW RI WKH H[LVWLQJ 
UXQZD\V 

7KH GHFLVLRQ E\ WKH 6HFUHWDU\ RI 6WDWH WKDW 
WKH *RYHUQPHQW¶V SUHIHUUHG RSWLRQ ZDV WKH 
1:5 6FKHPH, DQQRXQFHG WR 3DUOLDPHQW RQ 
25 2FWREHU 2016 

7KH FODLP E\ WKH +LOOLQJGRQ &ODLPDQWV (VDYH 
IRU WKH 0D\RU DQG WKH /RQGRQ %RURXJK RI 
+DPPHUVPLWK DQG )XOKDP) DQG DQ 
LQGLYLGXDO FODLPDQW (&KULVWLQH 7D\ORU) 
FKDOOHQJLQJ WKH 2FWREHU 2016 GHFLVLRQ (VHH 
DERYH) 

&RQVXOWDWLRQ RQ UHYLVHG GUDIW $136 
ODXQFKHG E\ WKH 6HFUHWDU\ RI 6WDWH RQ 24 
2FWREHU 2017 

7KH ZLWQHVV VWDWHPHQW RI /XF\ 2ZHQ GDWHG 
10 $XJXVW 2018 

3ODQQLQJ $FW 2008 

3ROOXWLRQ &OLPDWH 0DSSLQJ 

7KH ILUVW ZLWQHVV VWDWHPHQW RI &RXQFLOORU 
5D\PRQG 3XGGLIRRW 0%( GDWHG 6 $XJXVW 
2018 (DPHQGHG 1 1RYHPEHU 2018) 

7KH VHFRQG ZLWQHVV VWDWHPHQW RI &RXQFLOORU 
5D\PRQG 3XGGLIRRW 0%( GDWHG 20 
'HFHPEHU 2018 

6SHFLDO $UHD RI &RQVHUYDWLRQ 

6WHHU 'DYLHV *OHDYH 

5HSRUW E\ 6'* (VHH DERYH) HQWLWOHG 
³+HDWKURZ $LUSRUW ([SDQVLRQ 6XUIDFH 
$FFHVV $VVHVVPHQW ± 6XPPDU\ 5HSRUW´ 
(6HSWHPEHU 2017) 

6WUDWHJLF (QYLURQPHQWDO $VVHVVPHQW 

6($ 'LUHFWLYH 2001/42/(& RI WKH (XURSHDQ 
3DUOLDPHQW DQG RI WKH &RXQFLO RQ WKH 
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$SSURYHG�-XGJPHQW�

6($ 5HJXODWLRQV 

6HFRQG -XGJPHQW 

6HFUHWDU\ RI 6WDWH 

6HFUHWDU\ RI 6WDWH IRU %(,6 

6R3V 

63$V 

65$ 

66( 

6WDQEXU\ 1 

6WDQEXU\ 2 

6WHYHQVRQ 1 

6WHYHQVRQ 2 

7I/ 

7I/ -DQXDU\ 2018 7HFKQLFDO 1RWH 

7I/ 1RYHPEHU 2018 7HFKQLFDO 1RWH 

7K\QQH 1 

5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

DVVHVVPHQW RI FHUWDLQ SODQV DQG SURJUDPPHV 
RQ WKH HQYLURQPHQWV 

(QYLURQPHQWDO $VVHVVPHQW RI 3ODQV DQG 
3URJUDPPHV 5HJXODWLRQV 2004 (6, 2004 1R 
1633) 

>201�@ (:+& 106� ($GPLQ)  

6HFUHWDU\ RI 6WDWH IRU 7UDQVSRUW 

6HFUHWDU\ RI 6WDWH DQG WKH 6HFUHWDU\ RI 6WDWH 
IRU %XVLQHVV, (QWHUSULVH DQG ,QGXVWULDO 
6WUDWHJ\ 

6WDWHPHQW RI 3ULQFLSOHV 

6SHFLDO 3URWHFWLRQ $UHDV 

6RXWKHUQ 5DLO $FFHVV 

6HFUHWDU\ RI 6WDWH IRU WKH (QYLURQPHQW, )RRG 
DQG 5XUDO $IIDLUV 

7KH ILUVW ZLWQHVV VWDWHPHQW RI &ROLQ 6WDQEXU\ 
GDWHG 4 $XJXVW 2018 (DPHQGHG 1 1RYHPEHU 
2018) 

7KH VHFRQG ZLWQHVV VWDWHPHQW RI &ROLQ 
6WDQEXU\ GDWHG 20 'HFHPEHU 2018 

7KH ILUVW ZLWQHVV VWDWHPHQW RI 8UVXOD 
6WHYHQVRQ GDWHG 2� 1RYHPEHU 2018 

7KH VHFRQG VWDWHPHQW RI ZLWQHVV VWDWHPHQW 
8UVXOD 6WHYHQVRQ GDWHG � -DQXDU\ 201� 
(DPHQGHG 25 -DQXDU\ 201�) 

7UDQVSRUW IRU /RQGRQ 

7I/ 7HFKQLFDO 1RWH ³+HDWKURZ 7KLUG 
5XQZD\� 6XUIDFH $FFHVV $QDO\VLV´ (-DQXDU\ 
2018) 

7I/ 7HFKQLFDO 1RWH ³5HYLVHG 1DWLRQDO 
3ROLF\ 6WDWHPHQW RQ $LUSRUW &DSDFLW\´ 
(1RYHPEHU 2018) 

7KH ILUVW VWDWHPHQW RI ,DQ 7K\QQH GDWHG 6 
$XJXVW 2018 (DPHQGHG 1 1RYHPEHU 2018) 
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$SSURYHG�-XGJPHQW�

7K\QQH 2 

8)3V 

8/(= 

81 

81)&&& 

8SGDWHG $SSUDLVDO 5HSRUW 

:LOOLDPV 1 

:LOOLDPV 2 

:5/ 

:63 

:63 )HEUXDU\ 2017 $4 5H-DQDO\VLV 

:63 2FWREHU 2016 $4 5H-DQDO\VLV 

:63 2FWREHU 2017 $4 5H-DQDO\VLV 

=(= 

5��6SXUULHU�DQG�2WKHUV��Y�
6HFUHWDU\�RI�6WDWH�IRU�7UDQVSRUW�

7KH VHFRQG VWDWHPHQW RI ,DQ 7K\QQH GDWHG 
20 'HFHPEHU 2018 

8OWUDILQH SDUWLFOHV 

8OWUD-/RZ (PLVVLRQV =RQH 

8QLWHG 1DWLRQV 

8QLWHG 1DWLRQV )UDPHZRUN &RQYHQWLRQ RQ 
&OLPDWH &KDQJH 

7KH 2FWREHU 2017 XSGDWH WR WKH 2FWREHU 
2016 )XUWKHU 5HYLHZ DQG 6HQVLWLYLWLHV 
5HSRUW $LUSRUW &DSDFLW\ LQ WKH 6RXWK (DVW) 

7KH ILUVW ZLWQHVV VWDWHPHQW RI $OH[ :LOOLDPV 
GDWHG 6 $XJXVW 2018 (DPHQGHG 1 1RYHPEHU 
2018) 

7KH VHFRQG ZLWQHVV VWDWHPHQW RI $OH[ 
:LOOLDPV GDWHG 21 'HFHPEHU 2018 

3URSRVHG :HVWHUQ 5DLO /LQN WR +HDWKURZ 
ZKLFK ZRXOG FRQQHFW WKH DLUSRUW WR WKH *UHDW 
:HVWHUQ 0DLQ /LQH 

:63 3DUVRQV %ULQFNHUKRII 

8SGDWH RI :63 2FWREHU 2016 $4 5H-
DQDO\VLV (VHH EHORZ)� $LU 4XDOLW\ 5H-
DQDO\VLV UHSRUW (:63) (VHH DERYH) ()HEUXDU\ 
2017) 

³$LU 4XDOLW\ 5H-DQDO\VLV LPSDFW RI  QHZ  
SROOXWLRQ FOLPDWH PDSSLQJ SURMHFWLRQV DQG 
QDWLRQDO $LU 4XDOLW\ 3ODQ´ (:63) (GDWHG 
2FWREHU 2016) 

8SGDWH RI :63 2FWREHU 2016 $4 5H-
DQDO\VLV DQG :63 2FWREHU 2016 $4 5H-
DQDO\VLV (VHH DERYH)� $LU 4XDOLW\ 5H-DQDO\VLV 
UHSRUW (:63) (VHH DERYH) (2FWREHU 2017) 

=HUR (PLVVLRQV =RQH 


