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,QWURGXFWLRQ

�� 7KH�8QLWHG�.LQJGRP�:LWKRXW� ,QFLQHUDWLRQ�1HWZRUN��8.:,1��ZDV�IRXQGHG�LQ�0DUFK�

�����WR�SURPRWH�VXVWDLQDEOH�ZDVWH�PDQDJHPHQW�

�� 7KLV�,QWHUHVWHG�3DUW\�VXEPLVVLRQ�IRFXVHV�SULPDULO\�RQ�QHZ�PDWHULDO� WKDW�SRVW�GDWHV�

RXU�SUHYLRXV�VXEPLVVLRQV�� DQG�RQ�PDWWHUV�DULVLQJ� IURP� WKH�JURXQGV�RI� UHIXVDO�DQG�

IURP�VWDWHPHQWV�PDGH�ZLWKLQ�WKH�$SSHOODQW¶V SUH�LQTXLU\�6WDWHPHQW�RI�&DVH�

�� 7KLV� VXEPLVVLRQ� LV VXSSOHPHQWDU\� WR� WKH� VXEPLVVLRQV� PDGH� E\� 8.:,1� DW� WKH�

SODQQLQJ�DSSOLFDWLRQ�VWDJH� ZKLFK�UHPDLQ UHOHYDQW�WR�WKH�GHWHUPLQDWLRQ�RI�WKH�DSSHDO�

�� :KLOVW�8.:,1�LV�QRW�LQ�D�SRVLWLRQ�WR�DWWHQG�WKLV�LQTXLU\�LQ�SHUVRQ��ZH�ZRXOG�EH�KDSS\�

WR� SURYLGH� ZULWWHQ� DQVZHUV� WR� TXHVWLRQV� UHODWLQJ� WR� PDWWHUV� DULVLQJ� IURP� WKLV�

VXEPLVVLRQ�DQG�RU�IURP�DQ\�RI�RXU�SUHYLRXV�VXEPLVVLRQV�

8.:,1�FRPPHQWV�RQ�WKH�&RXQFLO¶V�*URXQGV�RI�5HIXVDO

�� :H�EHOLHYH�WKDW�HYHQ�LI�WKH�&RXQFLO�KDV�QRW�VWRRG�E\�DOO�RI�LWV�*URXQGV�RI�5HIXVDO�DV�

UHDVRQV�WR�GLVPLVV WKLV�DSSHDO�� WKH�FRQFHUQV�UDLVHG�E\�WKH�SODQQLQJ�FRPPLWWHH�DUH�

OHJLWLPDWH�DQG�WKH�PDWWHUV� WKH\�UDLVH�VKRXOG EH�FRQVLGHUHG� WR�EH�PDWHULDO�SODQQLQJ�

FRQVLGHUDWLRQV� ZHLJKLQJ� DJDLQVW� WKH� GHYHORSPHQW� LQ� WKH� SODQQLQJ� EDODQFH� DQG�

WKHUHIRUH�VXSSRUWLQJ�GLVPLVVDO�EDVHG�RQ�WKH�&RXQFLO¶V�UHPDLQLQJ�*URXQG�RI�5HIXVDO�

8.:,1�FRPPHQWV�RQ�$SSHOODQW
V�6WDWHPHQW�RI�&DVH

2YHUDUFKLQJ�SULQFLSOHV

�� 0DQ\� RI� WKH� FODLPHG� EHQHILWV� FLWHG� LQ� WKH� $SSHOODQW¶V� 6WDWHPHQW� RI� &DVH� DUH�

GLVSXWHG��:KHUH� WKH� $SSHOODQW� GRHV� QRW� VKRZ� WKDW� WKRVH� EHQHILWV� DUH� OLNHO\� WR� EH�

GHOLYHUHG�WKLV�VKRXOG�UHGXFH�WKH�ZHLJKW�JLYHQ�WR�WKRVH�FODLPHG�EHQHILWV�

�� ,Q�PDQ\�FDVHV��ZKHUH WKH�$SSHOODQW�FODLPV D�EHQHILW�RWKHU�SDUWLHV� VXFK�DV�8.:,1�

KDYH� SURYLGHG HYLGHQFH� DQG� DUJXPHQWV� WKDW� WKH� GHYHORSPHQW� ZRXOG� SURYLGH� DQ�

RYHUDOO GLVEHQHILW� �H�J�� ZLWK� UHVSHFW� WR� &OLPDWH� &KDQJH� DQG� :DVWH� +LHUDUFK\�

LPSDFWV��

�� 8.:,1�EHOLHYHV�WKDW�WKH�XQGLVSXWHG�DGYHUVH�LPSDFWV�DVVRFLDWHG�ZLWK�WKH�SURSRVHG�

GHYHORSPHQW�VKRXOG�EH�FRQVLGHUHG�WR�RXWZHLJK�WKH�FRQWHVWHG�FODLPHG�EHQHILWV�RI�WKH�

GHYHORSPHQW�SURSRVDO�
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5HQHZDEOH�HQHUJ\

�� 3DUDJUDSK������RI�WKH�$SSHOODQW¶V�6WDWHPHQW�RI�&DVH�FODLPV���,W�KDV�EHHQ�HVWLPDWHG�

WKDW� EHWZHHQ� ���� DQG� ���� RI� WKH� ZDVWH� PDQDJHG� DW� WKH� IDFLOLW\� ZRXOG� EH�

ELRGHJUDGDEOH�� 7KH� ELRGHJUDGDEOH� IUDFWLRQ� RI� WKH� ZDVWH� PDQDJHG� DW� WKH IDFLOLW\�

ZRXOG�FRQWULEXWH�WR�WKH�SURGXFWLRQ�RI�UHQHZDEOH�HQHUJ\��$V�VXFK�EHWZHHQ�����0:H�

DQG� ����0:H� RI� WKH� HOHFWULFLW\� JHQHUDWHG� E\� WKH� 6FKHPH� ZRXOG� EH� FODVVLILHG� DV�

UHQHZDEOH´�

���5HIHUHQFH� LV� PDGH� WR� WKH� $SSHOODQW¶V H[SHFWDWLRQV� UHJDUGLQJ� KRZ� PXFK� RI� WKH�

IHHGVWRFN ZRXOG� EH� ELRGHJUDGDEOH��:H�ZRXOG� H[SHFW� WKH� $SSHOODQW WR� DVVHVV� WKH�

LPSDFW�RI�WKH�*RYHUQPHQW¶V�SURSRVDOV�WR�HQFRXUDJH�VHSDUDWH�FROOHFWLRQ�RI�IRRG�DQG�

JDUGHQ� ZDVWH� �ELR�ZDVWH�� VHW� RXW� LQ� WKH� 'HFHPEHU� ����� 5HVRXUFHV� DQG� :DVWH�

6WUDWHJ\� UHJDUGLQJ WKH SURSRUWLRQ� RI� ELRGHJUDGDEOH� PDWHULDO� WKDW� ZRXOG� EH�

FRQVLGHUHG� µUHVLGXDO¶� RQFH� HIIRUWV� WR� VHSDUDWHO\� FROOHFW� DOO� ELRGHJUDGDEOH PDWHULDO�

WDNHV�HIIHFW�

���7KH�&LUFXODU�(FRQRP\�3DFNDJH��VLJQHG�XS�WR�E\�WKH�*RYHUQPHQW�UHJDUGOHVV�RI�WKH�

RXWFRPH�RI�%UH[LW��LQFOXGHV�D�UHTXLUHPHQW�WR�VHSDUDWHO\�FROOHFW�ELR�ZDVWH�E\�WKH�HQG�

RI� ������ L�H�� YHU\� HDUO\� LQ� WKH� DQWLFLSDWHG� ���� \HDU� OLIHWLPH� RI� WKH� SURSRVHG�

LQFLQHUDWLRQ�IDFLOLW\�

���:H�DOVR�QRWH� WKDW� ELRGHJUDGDEOH�ZDVWH� WHQGV� WR� KDYH�D� ORZHU� FDORULILF� YDOXH� WKDQ�

IRVVLO�EDVHG�IHHGVWRFNV�VXFK�DV�SODVWLF��DQG�DV�VXFK�HYHQ�LI�KDOI�RI�WKH�ZDVWH�ZHUH�

WR�EH�ELRJHQLF��ELRGHJUDGDEOH� E\�ZHLJKW� WKHQ� WKLV�ZRXOG�QRW�PHDQ�WKDW�KDOI�RI� WKH�

HQHUJ\�JHQHUDWHG�ZRXOG�EH�IURP�UHQHZDEOH�VRXUFHV�

���$V�VXFK�FODULILFDWLRQ�KDV�QRW�EHHQ�SURYLGHG�WKURXJK�WKH�3ODQQLQJ�$SSOLFDWLRQ�SURFHVV�

8.:,1�H[SHFWV WR�VHH�WKH�$SSHOODQW SURYLGH�UHOHYDQW�ZDVWH�FRPSRVLWLRQ�DQDO\VLV�WR�

VXSSRUW�DQ\�µUHQHZDEOH�HQHUJ\¶�FODLPV��LQFOXGLQJ�LQIRUPDWLRQ�RQ�WKH�H[SHFWHG�HQHUJ\�

FRQWHQW� �FDORULILF�YDOXH��DQG�ELRGHJUDGDELOLW\�RI� WKH�GLIIHUHQW�ZDVWH�VWUHDP�IUDFWLRQV�

ZLWK�DSSURSULDWH�VHQVLWLYLW\�DQDO\VLV�

���3DUDJUDSK� ����� RI� WKH� $SSHOODQW¶V� 6WDWHPHQW� RI� &DVH� FODLPV� WKDW�� ³7KHUH� LV�

XQHTXLYRFDO� JRYHUQPHQW� SROLF\� VXSSRUW� IRU� UHQHZDEOH� HQHUJ\´�� KRZHYHU� 8.:,1�

QRWHV�WKDW�WKH�*RYHUQPHQW�GRHV�QRW�VXSSRUW�UHQHZDEOH�HQHUJ\�DW�DQ\�FRVW�
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���7KH�8.�%LRHQHUJ\�6WUDWHJ\ �$SULO�������QRWHV�WKDW� ³«%LRHQHUJ\�LV�QRW�DXWRPDWLFDOO\�

ORZ�FDUERQ��UHQHZDEOH�RU�VXVWDLQDEOH«´��WKDW��³«LW�LV�HVVHQWLDO�WKDW�ELRHQHUJ\�ZKLFK�

FRQWULEXWHV� WR� RXU� VKRUW� DQG� PHGLXP� WHUP� WDUJHWV�� VXFK� DV� WKH� ����� UHQHZDEOH�

HQHUJ\�WDUJHWV��DOVR�SXWV�WKH�8.�LQ�D�JRRG�SODFH�IRU�ORQJHU�WHUP�GHFDUERQLVDWLRQ«´��

DQG�WKDW��³7KH�DPRXQW�RI�UHVLGXDO�ZDVWH�IURP�PXQLFLSDO�DQG�FRPPHUFLDO�VRXUFHV�LV�

H[SHFWHG�WR�GHFOLQH�JUDGXDOO\�WR������DV�SROLFLHV�WR�HQFRXUDJH�EHWWHU�HQYLURQPHQWDO�

DQG�HQHUJ\�RXWFRPHV�VXFFHHG��L�H��ZDVWH�SUHYHQWLRQ��UHXVH�DQG�UHF\FOH�«´

���7KLV�LV�HVSHFLDOO\�UHOHYDQW�LQ�UHODWLRQ�WR�HYLGHQFH�SURYLGHG�E\�8.:,1�UHJDUGLQJ�WKH�

VLJQLILFDQW�DGYHUVH�FOLPDWH�FKDQJH�LPSDFWV�WKDW�ZRXOG�GHULYH�IURP�WKH�LQFLQHUDWLRQ�RI�

WKH�IRVVLO�HOHPHQW�RI�WKH�IHHGVWRFN��L�H��WKH SODVWLFV���ZKLFK�FRXOG�PHDQ�WKDW�WKH�SODQW�

FRXOG�KDPSHU�WKH�ORQJHU�WHUP�GHFDUERQLVDWLRQ�RI�WKH�HOHFWULFLW\�VXSSO\�

���)XUWKHUPRUH��3DUDJUDSK����RI� WKH�*RYHUQPHQW¶V�(QHUJ\� IURP�:DVWH�*XLGH�VWDWHV��

³(QHUJ\�IURP�ZDVWH�DV�GHILQHG�LQ�WKLV�JXLGH�LV�QRW�WKH�RQO\�ZD\�ZDVWH�FRQWULEXWHV�WR�

UHQHZDEOH� HQHUJ\� WDUJHWV�� $QDHURELF� 'LJHVWLRQ� LV� WKH� EHVW� DYDLODEOH� PHDQV� RI�

GHDOLQJ� ZLWK� VHSDUDWHO\� FROOHFWHG� IRRG� ZDVWH� SURGXFLQJ� UHQHZDEOH� HQHUJ\ DQG� D�

YDOXDEOH� IHUWLOLVHU��(QHUJ\� IURP�ODQGILOO�JDV�FDSWXUH�DQG�IURP�DQDHURELF GLJHVWLRQ�RI�

VHZDJH�VOXGJH�DOVR�FRQWULEXWH�WR�WKH�DFKLHYHPHQW�RI�UHQHZDEOH�HQHUJ\ WDUJHWV´�

���$V�VXFK��ZKDWHYHU� WKH�ZDVWH� WUHDWPHQW�PHWKRG�XVHG��SURFHVVLQJ� WKH�PDWHULDO� WKDW�

ZRXOG�EH�XVHG�DV�IHHGVWRFN�IRU�WKH�SURSRVHG�LQFLQHUDWRU ZRXOG�UHVXOW� LQ�UHQHZDEOH�

HOHFWULFLW\�EHLQJ�JHQHUDWHG�

���$V� QRWHG� RQ� SDJH� ��� RI� WKH�*RYHUQPHQW¶V� 1DWLRQDO�:DVWH�0DQDJHPHQW 3ODQ� IRU�

(QJODQG� DQG� RQ� 3DUDJUDSK� ���� RI� WKH� *RYHUQPHQW� 5HYLHZ RI� :DVWH� 3ROLF\� LQ

(QJODQG� ������ $QDHURELF� 'LJHVWLRQ IROORZHG� E\� FRPSRVWLQJ LV� WKH� *RYHUQPHQW¶V�

SUHIHUUHG�PHWKRG�IRU�WUHDWLQJ�IRRG�ZDVWH�

��� ,W�LV�DOVR�WKH�FDVH�WKDW�ELRGHJUDGDEOH�PDWHULDO�VHQW�WR�ODQGILOO�LV�WKHQ�XVHG�DV�SDUW�RI�

ODQGILOO�JDV�FDSWXUH��ZKLFK�LV�WKHQ�XVHG�WR�JHQHUDWH�HQHUJ\�

���)LQDOO\�� WKH�133)�*XLGDQFH�RQ� µ5HQHZDEOH�DQG� ORZ�FDUERQ�HQHUJ\¶�QRWHV� WKDW�� ³,Q�

VKDSLQJ� ORFDO� FULWHULD� IRU«FRQVLGHULQJ� SODQQLQJ� DSSOLFDWLRQV«LW� LV� LPSRUWDQW� WR EH�

FOHDU�WKDW«FXPXODWLYH�LPSDFWV�UHTXLUH�SDUWLFXODU�DWWHQWLRQ����� >DQG@����SURWHFWLQJ�ORFDO�

DPHQLW\� LV� DQ� LPSRUWDQW� FRQVLGHUDWLRQ� ZKLFK� VKRXOG� EH� JLYHQ� SURSHU� ZHLJKW� LQ�

SODQQLQJ�GHFLVLRQV�´
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���3DUDJUDSK����RI��WKH��1DWLRQDO��3ODQQLQJ��3ROLF\��IRU��:DVWH��VSHFLILFDOO\��VWDWHV��WKDW��

�:KHQ�GHWHUPLQLQJ�ZDVWH�SODQQLQJ�DSSOLFDWLRQV��ZDVWH�SODQQLQJ�DXWKRULWLHV��VKRXOG���

FRQVLGHU� WKH� OLNHO\� LPSDFW� RQ� WKH� ORFDO� HQYLURQPHQW� DQG� RQ� DPHQLW\� DJDLQVW� WKH

FULWHULD� VHW� RXW� LQ� $SSHQGL[� %�� «HQVXUH� WKDW� ZDVWH� PDQDJHPHQW� IDFLOLWLHV� LQ��

WKHPVHOYHV�DUH�ZHOO�GHVLJQHG��VR�WKDW�WKH\�FRQWULEXWH�SRVLWLYHO\�WR�WKH�FKDUDFWHU�DQG��

TXDOLW\�RI�WKH�DUHD�LQ�ZKLFK�WKH\�DUH�ORFDWHG«�

1HHG

���3DUDJUDSK� ����� RI� WKH� $SSHOODQW¶V� 6WDWHPHQW� RI� &DVH FODLPV�� ³�7KH� SODQQLQJ�

DSSOLFDWLRQ� GHPRQVWUDWHG� FOHDU� HYLGHQFH� RI� D� QHHG� IRU� WKH� GHYHORSPHQW� ERWK� LQ�

WHUPV� RI� QDWLRQDO� DQG� ORFDO� ZDVWH� PDQDJHPHQW� DQG� LQ� WHUPV� RI� VXVWDLQDEOH�

UHQHZDEOH�HQHUJ\�SURYLVLRQ��7KH�$SSHOODQW�ZLOO� GHPRQVWUDWH� IXUWKHU�ZK\� WKDW� QHHG�

VWLOO�H[LVWV�DQG�WKH�ZHLJKW�WKDW�VKRXOG�EH�JLYHQ�WR�LW�LQ�GHWHUPLQDWLRQ�RI�WKH�$SSHDO´�

���3DUDJUDSK� ���� RI� WKH� $SSHOODQW¶V� 6WDWHPHQW� RI� &DVH� FODLPV�� ³7KH� IXQGDPHQWDO�

REMHFWLYH� RI� WKH� 6FKHPH� LV� WR� GLYHUW� UHVLGXDO� ZDVWH� ZKLFK� FDQQRW� EH� UHF\FOHG� RU�

UHXVHG� DQG� ZRXOG� RWKHUZLVH� EH� GLVSRVHG� RI� WR� ODQGILOO�� IXUWKHU� XS� WKH� ZDVWH�

KLHUDUFK\´� 7KH�$SSHOODQW� KDV� QHLWKHU� GHPRQVWUDWHG� WKDW� WKHUH� LV� D� QHHG� IRU�PRUH�

UHVLGXDO�ZDVWH�WUHDWPHQW�FDSDFLW\�QRU�WKDW�WKHLU�SURSRVHG�SODQW�ZRXOG�EH�VXIILFLHQWO\�

IOH[LEOH�WR�PHHW�VXFK�D�QHHG�

���7KH�IHHGVWRFN� WKDW�DQ\�JLYHQ SODQW�FRXOG� WUHDW�GHSHQGV�RQ� WKH� WHFKQRORJ\�FKRVHQ��

$V� WKH� $SSHOODQW� KDV� \HW� WR� SURYLGH� VXIILFLHQW� GHWDLO� UHJDUGLQJ� WKH� SURSRVHG�

WHFKQRORJ\ WKHUH�LV�QR�ZD\ WR�NQRZ�ZKDW�VRUW�RI�ZDVWH�W\SHV�WKH�SODQW�FRXOG�DFFHSW��

DQG�QR�ZD\�WR�GHPRQVWUDWH�WKDW�WKH�SURSRVHG�IDFLOLW\ ZRXOG�LQ�IDFW�EH�GLYHUWLQJ�IURP�

ODQGILOO� UDWKHU� WKDQ� IURP�PRUH�HIILFLHQW� LQFLQHUDWLRQ�SODQWV�RU�� DV�8.:,1�KDV� IRXQG�

HOVHZKHUH�� GLYHUWLQJ� ZDVWH�PDQDJHPHQW� IURP� KLJKHU� WLHUV� RI� WKH�:DVWH�+LHUDUFK\�

VXFK�DV�UHF\FOLQJ DQG�FRPSRVWLQJ�

���%HFDXVH�WKH�$SSHOODQW KDV�QRW�VKRZQ�WKDW�WKHLU SURSRVDO�LV�FRQVLVWHQW�ZLWK�DQ�XS�WR�

GDWH� /RFDO�3ODQ� ZH�GUDZ� WKH� ,QVSHFWRU¶V� DWWHQWLRQ� WR�SDUDJUDSK��� RI� WKH�1DWLRQDO�

3ODQQLQJ�3ROLF\� IRU�:DVWH� ³:KHQ� GHWHUPLQLQJ�ZDVWH� SODQQLQJ� DSSOLFDWLRQV��ZDVWH�

SODQQLQJ�DXWKRULWLHV�VKRXOG��� RQO\�H[SHFW�DSSOLFDQWV�WR�GHPRQVWUDWH�WKH�TXDQWLWDWLYH�

RU�PDUNHW�QHHG�IRU�QHZ�RU�HQKDQFHG�ZDVWH�PDQDJHPHQW�IDFLOLWLHV�ZKHUH�SURSRVDOV�

DUH�QRW�FRQVLVWHQW�ZLWK�DQ�XS�WR�GDWH�/RFDO�3ODQ��,Q�VXFK�FDVHV��ZDVWH�SODQQLQJ�

DXWKRULWLHV�VKRXOG�FRQVLGHU� WKH�H[WHQW� WR�ZKLFK� WKH�FDSDFLW\�RI�H[LVWLQJ�RSHUDWLRQDO�

IDFLOLWLHV�ZRXOG�VDWLVI\�DQ\�LGHQWLILHG�QHHG«���HPSKDVLV�DGGHG�
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���3DUDJUDSK����RI ,QVSHFWRU�0LGGOHWRQ
V�/RFN�6WUHHW�'HFLVLRQ �3ODQQLQJ� ,QVSHFWRUDWH�

UHI�$33�+�����$�������������ZKLFK� UHIXVHG�SODQQLQJ�FRQVHQW� IRU�DQ�(QHUJ\� IURP�

:DVWH� IDFLOLW\� VWDWHG� WKDW�� ����WKH� 1DWLRQDO� 3ODQQLQJ� 3ROLF\� IRU� :DVWH� �133I:��

H[SHFWV� DSSOLFDQWV� WR� GHPRQVWUDWH� WKH� TXDQWLWDWLYH� RU�PDUNHW� QHHG� IRU� QHZ�ZDVWH�

PDQDJHPHQW� IDFLOLWLHV�ZKHUH�SURSRVDOV�DUH�QRW�FRQVLVWHQW�ZLWK�DQ�XS� WR�GDWH� /3�� ,�

FRQFOXGH�WKDW�WKH�RYHUDOO�QHHG�IRU�WKH�SURSRVDO�KDV�QRW�EHHQ�FOHDUO\�GHPRQVWUDWHG��

���$FFRUGLQJ� WR� WKH�*RYHUQPHQW¶V� 1DWLRQDO� 3ODQQLQJ� 3ROLF\� )UDPHZRUN�*XLGDQFH� RQ�

:DVWH��³��:DVWH�SODQQLQJ�DXWKRULWLHV�VKRXOG�HQVXUH�WKDW�ZDVWH�GLVSRVDO�IDFLOLWLHV�DQG�

IDFLOLWLHV� IRU� WKH� UHFRYHU\� RI�PL[HG�PXQLFLSDO�ZDVWH� FROOHFWHG� IURP�KRXVHKROGV� DUH�

DSSURSULDWHO\�VLWHG�WR�HQVXUH�FRPSOLDQFH�ZLWK�WKH�SUR[LPLW\�SULQFLSOH���� �3DUDJUDSK��

����5HIHUHQFH�,'�������������������5HYLVLRQ�GDWH��������������

���2Q�WKH���WK RI�0DUFK�������LQ�WKH�+RXVH�RI�&RPPRQV��-RKQ�*URJDQ�03�DGGUHVVHG

WKH�6HFUHWDU\�RI�6WDWH�IRU�WKH�(QYLURQPHQW��0LFKDHO�*RYH��DV�IROORZV���0RVW�VWXGLHV�

QRZ� LQGLFDWH� WKDW�ZH�KDYH�DQ�H[FHVV�RI� LQFLQHUDWLRQ�FDSDFLW\� WR�GHDO�ZLWK� UHVLGXDO�

ZDVWH�� ,V� WKHUH� QRW� D� GDQJHU� WKDW�� LI�ZH� EXLOG�PRUH� LQFLQHUDWRUV��ZDVWH� WKDW�ZRXOG�

RWKHUZLVH�EH� UHF\FOHG�ZLOO�EH�GLYHUWHG� WR� WKRVH� LQFLQHUDWRUV"��DQG�WKH�(QYLURQPHQW�

6HFUHWDU\�DFNQRZOHGJHG���7KDW�LV�D�IDLU�SRLQW��

���2Q� WKH� �WK� RI� 0D\� ����� 7KpUqVH� &RIIH\� �7KH� 3DUOLDPHQWDU\� 8QGHU�6HFUHWDU\� RI�

6WDWH IRU� (QYLURQPHQW�� )RRG� DQG� 5XUDO� $IIDLUV�� WROG� WKH� +RXVH� RI� &RPPRQV� WKDW��

�«>'HIUD
V@�DVVHVVPHQW�LV�WKDW�DGGLWLRQDO�UHVLGXDO�ZDVWH�HQHUJ\�FDSDFLW\�DERYH�WKDW�

DOUHDG\�SODQQHG�WR������VKRXOG�QRW�EH�QHHGHG�LI�ZH�DFKLHYH�RXU�UHF\FOLQJ�WDUJHWV��

���$QRWKHU�UHOHYDQW�SRLQW�LQ�UHODWLRQ�WR�WKH�QHHG�DQG�:DVWH�+LHUDUFK\�TXHVWLRQV LV�WKDW�

WKH� $SSHOODQW� KDV QRW� GHPRQVWUDWHG� WKDW� WKHLU� SURSRVDO� ZRXOG� RSHUDWH� DV� DQ� 5��

�5HFRYHU\��IDFLOLW\��$V�VXFK� WKH�SURSRVHG�IDFLOLW\ VKRXOG EH�FODVVHG�DV�EHLQJ�DW�WKH�

GLVSRVDO� WLHU �'��� DW� WKH� ERWWRP� RI� WKH�:DVWH� +LHUDUFK\��PHDQLQJ� WKDW� LI� LW� ZHUH�

GLYHUWLQJ� ZDVWH� IURP�5�� LQFLQHUDWRUV� WKH� SURSRVHG� IDFLOLW\ ZRXOG� EH� GULYLQJ� ZDVWH

PDQDJHPHQW GRZQ� WKH� :DVWH� +LHUDUFK\ DV� GHILQHG� DW� $QQH[� $� RI� WKH� 1DWLRQDO�

3ODQQLQJ�3ROLF\�)UDPHZRUN�

���3DUDJUDSK����RI� WKH�*RYHUQPHQW¶V�(QHUJ\� IURP�:DVWH�*XLGH� VHWV�RXW�KRZ�� ³«$OO�

PXQLFLSDO� ZDVWH� LQFLQHUDWRUV� ZHUH� DQG� DUH� GHHPHG� DV� GLVSRVDO� DFWLYLWLHV� �'����

XQOHVV� DQG� XQWLO� WKH\� DUH� VKRZQ� WR�PHHW� WKH� UHTXLUHPHQWV� RI�5��� 7KLV� LV�ZK\� WKH�

WHUP�5��RIWHQ�FURSV XS� LQ� WKH�GHEDWH�DERXW�KRZ�JRRG�DQ�HQHUJ\�IURP�ZDVWH�SODQW�

PLJKW�EH�DQG�KRZ�LW�FRPSDUHV�WR�RWKHU�RSWLRQV´�
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���3DUDJUDSKV� ��� RI� WKH� *RYHUQPHQW¶V� (QHUJ\� IURP� :DVWH� *XLGH� VWDWHV�� ³7KH�

GLVWLQFWLRQ�EHWZHHQ�KDYLQJ�5��VWDWXV�RU�KDYLQJ�D�SODQW�EHLQJ�FODVVLILHG�DV�D�GLVSRVDO�

IDFLOLW\� LV� LPSRUWDQW� IRU� SODQQLQJ� SXUSRVHV� DQG� LQ� WKH� DSSOLFDWLRQ� RI� WKH� SUR[LPLW\�

SULQFLSOH´�

���$V� QRWHG� DW� SDUDJUDSK� �� RI� WKH� 1DWLRQDO� 3ODQQLQJ� 3ROLF\� IRU� :DVWH� ³:KHQ�

GHWHUPLQLQJ� ZDVWH� SODQQLQJ� DSSOLFDWLRQV�� ZDVWH� SODQQLQJ� DXWKRULWLHV� VKRXOG�� «

H[SHFW� DSSOLFDQWV� WR� GHPRQVWUDWH� WKDW� ZDVWH� GLVSRVDO� IDFLOLWLHV� QRW� LQ� OLQH�ZLWK� WKH�

/RFDO�3ODQ��ZLOO�QRW�XQGHUPLQH� WKH�REMHFWLYHV�RI� WKH�/RFDO�3ODQ� WKURXJK�SUHMXGLFLQJ�

PRYHPHQW�XS�WKH�ZDVWH�KLHUDUFK\´�

&OLPDWH�FKDQJH

���3DUDJUDSK����� RI� WKH�$SSHOODQW¶V� 6WDWHPHQW� RI�&DVH� FODLPV� WKDW� WKH� GHYHORSPHQW��

³«ZRXOG� JLYH� ULVH� WR� VLJQLILFDQW� FOLPDWH� FKDQJH� EHQHILWV� E\� GLYHUWLQJ� ZDVWH� IURP�

ODQGILOO�DQG�WKHUHE\�UHGXFLQJ�JUHHQKRXVH�JDV�HPLVVLRQV�DQG�E\�RIIVHWWLQJ�WKH�QHHG�

IRU�IRVVLO�IXHO�SRZHU�JHQHUDWLRQ«´

���$V�SHU�SDUDJUDSK����RI� WKH� ,QVSHFWRU¶V�5HSRUW� IRU� WKH�DIRUHPHQWLRQHG�/RFN�6WUHHW�

GHFLVLRQ�LW�LV�QRWHG�WKDW��³,Q�FHUWDLQ�FLUFXPVWDQFHV�JHQHUDWLQJ�HOHFWULFDO�HQHUJ\�IURP�

ZDVWH� FDQ� FRQWULEXWH� WR� FDUERQ� HPLVVLRQV� WR� D� JUHDWHU� H[WHQW� WKDQ� GHSRVLWLQJ� WKH�

VDPH�PDWHULDO�DV�ODQGILOO��,W�LV�WKHUHIRUH�QRW�D�VLPSOH�H[HUFLVH�WR�GHPRQVWUDWH�WKDW�DQ�

(I:�ZLOO�KDYH�D�SRVLWLYH�HIIHFW�RQ�RYHUDOO�FDUERQ�HPLVVLRQV«´

���8.:,1�KDV�DOUHDG\�SURYLGHG�HYLGHQFH�WKDW�WKH�SURSRVDO�ZRXOG�FRQVWLWXWH RQH�RI�WKH�

FLUFXPVWDQFHV� QRWHG� E\� ,QVSHFWRU� 0LGGOHWRQ� ZKHUH� DQ� LQFLQHUDWRU� ZRXOG� KDYH� D�

ZRUVH�FOLPDWH�FKDQJH�LPSDFW�WKDQ�ODQGILOO�

���$V� QRWHG� DW� SDUDJUDSK� ���� RI� WKH� *RYHUQPHQW¶V� :DVWH� 5HYLHZ� ����� ³«ZKLOH�

HQHUJ\� IURP� ZDVWH� KDV� WKH� SRWHQWLDO� WR� GHOLYHU� FDUERQ� DQG� RWKHU� HQYLURQPHQWDO�

EHQHILWV� RYHU� VHQGLQJ� ZDVWH� WR� ODQGILOO�� HQHUJ\� UHFRYHU\� DOVR� SURGXFHV� VRPH�

JUHHQKRXVH�JDV�HPLVVLRQV��,W�LV�LPSRUWDQW�WR�FRQVLGHU�WKH�UHODWLYH�QHW�FDUERQ�LPSDFW�

RI� WKHVH� SURFHVVHV�� DQG� WKLV� ZLOO� GHSHQG� RQ� WKH� FRPSRVLWLRQ� RI� IHHGVWRFNV� DQG�

WHFKQRORJLHV�XVHG´�

���2QH� RI� WKH� IDFWRUV� VXJJHVWLQJ� WKDW� WKH� SURSRVHG� IDFLOLW\� ZRXOG� EH ZRUVH� WKDQ� D�

W\SLFDO�LQFLQHUDWRU�FRPSDUHG�WR�ODQGILOO�UHODWHV�WR�WKH XQXVXDO�QDWXUH�RI�WKH�SURSRVHG�

IHHGVWRFN �SRVW�05)� UHVLGXH� DQG�RU� ,9&� UHMHFWV��� $QRWKHU� SRWHQWLDO� IDFWRU� LV� WKH�

XQVSHFLILHG�WHFKQRORJ\��ZKLFK�KDV�QRW�EHHQ�VKRZQ�WR�EH�DV�HIILFLHQW�DV�FODLPHG�
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���$V�QRWHG�LQ�8.:,1¶V�$XJXVW������&RPPHQWV�RQ�WKH�$SSOLFDQW
V�6HFRQG�5HVSRQVH�

WR�8.:,1�DQG�8SGDWHG�&DUERQ�$VVHVVPHQW�GDWHG���WK -XO\� ³,W�VHHPV�WKDW�7DEOH���

RI�WKH�8SGDWHG�&DUERQ�$VVHVVPHQW�LV�EDVHG�RQ�
GHIDXOW�HPLVVLRQV�IDFWRUV
�IRU�&+��

�PHWKDQH�� ZLWKRXW� DQ\� FRQVLGHUDWLRQ� RI� WKH� UHGXFWLRQ� LQ� PHWKDQH� HPLVVLRQV� WKDW�

ZRXOG� UHVXOW� IURP� ELR�VWDELOLVDWLRQ� YLD� WKH� ELRORJLFDO� WUHDWPHQW� DVSHFW� RI� WKH� 0%7�

SURFHVVHV��$V�VXFK�� WKH�DSSOLFDQW�FRXOG�EH�VLJQLILFDQWO\�RYHUHVWLPDWLQJ� WKH� UHOHDVH�

RI�PHWKDQH�IURP�ODQGILOO�´

³)XUWKHUPRUH�� WKHUH� DUH� RXWVWDQGLQJ�TXHVWLRQV� UHJDUGLQJ� WKH� H[WHQW� WR�ZKLFK� RWKHU�

ZDVWH�VWUHDPV�ZRXOG�ELRGHJUDGH�LQ�ODQGILOO��)RU�H[DPSOH�������WRQQHV�RI�WKH�ZDVWH�

WKURXJKSXW�LV�VDLG�WR�EH�ZDVWH�ZRRG�DQG��������WRQQHV�LV�VDLG�WR�EH�,9&�2YHUVL]H��

ZKLFK�ZKLOVW�ELRJHQLF�GR�QRW�VLJQLILFDQWO\�GHJUDGH�LQ�ODQGILOO��GXH�WR�WKH�EHKDYLRXU�RI�

WKH� OLJQLQ�ZLWKLQ� WKH�ZDVWH�ZRRG�DQG�RYHUVL]HG� 
JDUGHQ�ZDVWH
�DVVRFLDWHG�ZLWK� WKH�

,9&�UHMHFWV��´

³7KLV� DGGV�DSSUR[LPDWHO\� DQ�DGGLWLRQDO� ���� WR� WKH� DIRUHPHQWLRQHG������PHDQLQJ�

WKDW�D�ODUJH�SURSRUWLRQ�RI�WKH�ELRJHQLF�FRQWHQW�RI�WKH DQWLFLSDWHG�IHHGVWRFN�PD\�ZHOO�

QRW�UHOHDVH�WKH� OHYHOV�RI�PHWKDQH�DQWLFLSDWHG�LQ�WKH�8SGDWHG�&DUERQ�$QDO\VLV��DQG�

WKDW�WKH�ODQGILOOLQJ�RI�WKLV�PDWHULDO�ZRXOG�DFW�DV�D�FDUERQ�VLQN�WR�VWRUH�WKH�FDUERQ��LQ�

VKDUS�FRQWUDVW�WR�WKH�SURSRVHG�LQFLQHUDWRU�ZKLFK�ZRXOG�LPPHGLDWHO\�UHOHDVH�DOO�RI�WKH�

FDUERQ�´

³7KXV�ERWK� WKH�HPLVVLRQV�RI�PHWKDQH� IURP� ODQGILOO� FRXOG�EH�VLJQLILFDQWO\� ORZHU�DQG�

WKH�&2�H�HPLVVLRQV�IURP�WKH�LQFLQHUDWRU�FRXOG�EH�UHODWLYHO\�KLJKHU�WKDQ�DVVXPHG�E\�

WKH�DSSOLFDQW�LQ�WKHLU�8SGDWHG�&DUERQ�$VVHVVPHQW�´

³,W� LV� IDFWRUV� VXFK� DV� WKLV�� ZKLFK� GHULYH� LQ� SDUW� IURP� WKH� DSSOLFDQW
V� XVH� RI� DQ�

XQFRQYHQWLRQDO�ZDVWH�IHHGVWRFN��ZKLFK�KLJKOLJKW�WKH�LPSRUWDQFH�RI�IXOO�GHWDLOV�RI�WKH�

FRPSRVLWLRQ� DQG� LWV� FKDUDFWHULVWLFV� EHLQJ�SURYLGHG�DQG� WKHQ� IRU� WKH� DQDO\VLV� WR� EH�

EDVHG� RQ� WKLV� FRPSRVLWLRQ� UDWKHU� WKDQ� RQ� GHIDXOW� YDOXHV� ZKLFK� DUH� OLNHO\� WR� KDYH�

EHHQ�GHULYHG�IRU�D�PRUH�FRQYHQWLRQDO�PL[HG�ZDVWH�IHHGVWRFN�VXFK�DV�XQSURFHVVHG�

06:�´

³7R� VXSSRUW� WKHLU� FODLPV� UHJDUGLQJ� HOHFWULFDO� RXWSXW�� GHWDLOV� RQ� WKH� JURVV� FDORULILF�

YDOXH��*&9��DQG�1&9�RI�WKH�ZDVWH�LQSXW�VKRXOG�EH�DFFRPSDQLHG�E\�HYLGHQFH�RI�WKH�

SODQW
V�OLNHO\��*&9�DQG�1&9�EDVHG��QHW�HIILFLHQF\�IRU�WKRVH�LQSXWV��
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���6LPLODUO\��ZH�ZRXOG�H[SHFW� WKH�$SSHOODQW� WR EH� UHTXLUHG WR�FOHDUO\ GHPRQVWUDWH WKH�

FDORULILF�YDOXH�RI�WKH�DQWLFLSDWHG�IHHGVWRFN��WKURXJKRXW�WKH�DQWLFLSDWHG�OLIHWLPH�RI�WKH�

IDFLOLW\�� DQG� WKH� HIILFLHQF\� RI� WKH� SODQW� WR� WUHDW� VXFK� ZDVWH� VR� WKDW� WKHLU FODLPHG�

OHYHOV�RI�HOHFWULFLW\�JHQHUDWLRQ�FDQ�EH�DVVHVVHG�EDVHG�RQ�GRFXPHQWV�VXFK�DV�WKRVH

VHW�RXW�DW�SDUDJUDSK����RI�RXU�DIRUHPHQWLRQHG�$XJXVW������VXEPLVVLRQ�

���$�VLJQLILFDQW�SURSRUWLRQ�RI�WKH�HQHUJ\�JHQHUDWHG�ZRXOG�EH�IURP�EXUQLQJ�SODVWLF��ZKLFK�

LV�D�IRVVLO�IXHO��DQG�DV�VXFK�WKH�GHYHORSPHQW�ZRXOG�SHUSHWXDWH�UDWKHU�WKDQ�SUHYHQW�

IRVVLO�IXHO�SRZHU�JHQHUDWLRQ�

���2Q���UG -DQXDU\������5HVRXUFH�0LQLVWHU�7KpUqVH�&RIIH\�VWDWHG���0\�KRQ��)ULHQG�WKH�

0HPEHU�IRU�5XJE\�UHIHUUHG�WR�HQHUJ\�IURP�ZDVWH��,�FDXWLRQ�DJDLQVW�VRPH�RI�ZKDW�KH�

VDLG��,Q�HQYLURQPHQWDO�WHUPV��LW�LV�JHQHUDOO\�EHWWHU�WR�EXU\�SODVWLF�WKDQ�WR�EXUQ�LW��

���'HIUD
V� &KLHI� 6FLHQWLILF� $GYLVHU� VLPLODUO\� WROG� ()5$&20� LQ� -DQXDU\� ����� WKDW�� �,I�

WKHUH�LV�RQH�ZD\�RI�H[WLQJXLVKLQJ�WKH�YDOXH�RI�WKH�PDWHULDOV�IDVW��LW
V�WR�VWLFN�LW�LQ�DQ�

LQFLQHUDWRU� DQG� EXUQ� LW�� 1RZ� LW� PD\� JLYH� \RX� HQHUJ\� DW� WKH� HQG� RI� WKH� GD\�� EXW�

DFWXDOO\� VRPH� RI� WKRVH� PDWHULDOV�� HYHQ� LI� WKH\� DUH� SODVWLFV�� ZLWK� D� OLWWOH� ELW� RI�

LQJHQXLW\��FDQ�EH�JLYHQ�PRUH�SRVLWLYH�YDOXH��

���'HIUD
V� &KLHI� 6FLHQWLILF� $GYLVHU� WKHQ� ZHQW� RQ� WR� VD\�� �$QG� RQH� RI� WKH� WKLQJV� WKDW�

ZRUULHV�PH�LV�WKDW�ZH�DUH�WDNLQJ�WKHVH�PDWHULDOV��ZH¶UH�SXWWLQJ�WKHP�LQ�LQFLQHUDWRUV��

ZH¶UH�ORVLQJ�WKHP�IRUHYHU��DQG DFWXDOO\�ZH¶UH�FUHDWLQJ�FDUERQ�GLR[LGH�RXW�RI�WKHP�DV�

ZHOO��ZKLFK�LV�QRW�D�JUHDW�WKLQJ��ZKHQ�LQ�IDFW�ZH�FRXOG�EH�ORQJ�WHUP�VWRULQJ�WKHP�XQWLO�

ZH�KDYH�WKH�LQQRYDWLYH�WHFKQRORJLHV�WR�UH�XVH�WKHP�DQG�WR�WXUQ�WKHP�LQWR�VRPHWKLQJ�

WKDW� LV�PRUH� SRVLWLYHO\� YDOXHG�� $QG� WKLV� EULQJV�PH� WR� D�PRUH� JHQHUDO� SRLQW� DERXW�

ODQGILOO«ODQGILOO� LV� DFWXDOO\� D� YHU\� ORZ�PDUJLQDO�FRVW�PHWKRG� IRU� VWRULQJ�PDWHULDOV�±

KLJKO\�UHVLVWDQW�PDWHULDOV�VXFK�DV�SODVWLFV�DQG�PHWDOV�± IRU�D�ORQJ�SHULRG�RI�WLPH��,I�

ZH�FDQQRW�H[WUDFW� WKH�YDOXH�IURP�WKHP�QRZ��VR�RQH�FDYHDW� ,�ZRXOG�SXW�DURXQG�WKH�

FXUUHQW�GLUHFWLRQ�RI�WUDYHO�RQ�ODQGILOO��LV�WKDW�ZH�VKRXOGQ¶W�ORVH�VLJKW�RI�WKH�IDFW�WKDW�LQ�

D�IHZ�GHFDGHV�WLPH��RU�PD\EH�D�ELW�ORQJHU��ZH�PLJKW�EH�PLQLQJ�RXU�ODQGILOO�VLWHV�IRU�

WKH� UHVRXUFHV� WKH\� FRQWDLQ�� DQG� UDWKHU� WKDQ� SXW� VRPH� RI� WKRVH� UHVRXUFHV� LQWR�

LQFLQHUDWRUV�DQG� MXVW� ORVH� WKHP�IRUHYHU�ZH�PLJKW�ZDQW� WR�WKLQN�GLIIHUHQWO\�DERXW� WKH�

ODQGILOO�VLWHV����HPSKDVLV�DGGHG��


