FWEA UTILITY COUNCIL POSITION PAPER
ON
THE SB 536 REUSE STUDY PROCESS
Background on the Florida Water Environment Association Utility Council
The Florida Water Environment Association Utility Council (FWEA UC) represents more than
forty public wastewater treatment utilities. Our members serve over six million Floridians by
collecting and treating their wastewater. The treated wastewater is either reused for irrigation,
industrial or environmental restoration purposes or safely discharged to the environment and
back into the water cycle.
Our Leadership Role in Developing Policies to Optimize Reuse
The FWEA UC and its members have participated in numerous efforts to develop state and
regional policies regarding the use, treatment and regulation of reclaimed water. In 2009, after a
coordinated effort with the regulatory agencies, stakeholders, general public and others, the
Florida Department of Environmental Protection (FDEP) published a sixty-eight page report that
included specific recommendations for the use and expansion of reclaimed water, conservation
and consistency. (Attached as Exhibit “1.”)
The 2009 FDEP report was followed by the creation of a Reclaimed Water Workgroup at the
request of the FWEA UC, the League of Cities, and Representative Trudi Williams. This ad hoc
workgroup met over the course of four years. It supported the adoption of legislation in 2012
which addressed reclaimed water regulation. The Workgroup continued to develop strategies
and participate in rulemaking to implement the recommendations of its 2012 report. (Attached as
Exhibit “2.”) This deliberative process involved extensive discussions of the unique operational
challenges involved in the responsible management and reuse of reclaimed water. Reclaimed
water is regarded statewide as a valuable alternative water supply.
However, it remains a product of wastewater treatment, and reclaimed water providers continue
to be pervasively regulated while investing millions of dollars in order to comply with applicable
environmental and public health regulations. Utilities have a fiduciary responsibility to protect
and use their assets to their highest and best use while protecting the public health, safety and
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welfare. The intricacies of reclaimed water management by utilities were recognized by the
Legislature when it clarified in 2012 that reclaimed water is not a source to be regulated by the
state through consumptive use permitting.
Current Reclaimed Water Reuse Practices in Florida
Floridians reuse over 700 million gallons of reclaimed water every day making Florida the
national leader in the reuse of reclaimed water. To date, reclaimed water providers primarily use
reclaimed water to offset the use of potable water for irrigation, as cooling water in electric
power generation facilities, and in rehydrating wetlands and other environmental restoration
projects. As the availability of ground and surface water available for these uses become more
limited, demand for reclaimed water as an alternative water source increases. For instance, in the
Southwest Florida Water Management District and the Central Florida Water Initiative area,
reclaimed water is a primary alternative source of choice in lieu of traditional sources.
Therefore, it is becoming a commodity -- an asset of the reclaimed water provider, not merely a
product of treatment. Hence, a market is continuing to grow around the major sources of
reclaimed water. State regulators and associated stakeholders continue to recognize that major
sources of reclaimed water are of critical importance in that they can provide areas of the State
with safe reliable and sustainable source of water.
As more Florida reclaimed water systems mature, history demonstrates that market forces will
drive the efficient use of the reclaimed water product. Reclaimed providers and state regulators
must reconcile that reality with the continued obligation that the reclaimed water utilities owe to
their ratepayers, who bear the cost of additional treatment and distribution of that product. Some
utilities regulate the use of their reclaimed water by their customers to allow for the provision of
additional water to more users. These arrangements with reclaimed water customers are similar
to what occurred as growth pressured traditional water sources that are regulated by the water
management districts with conservation and efficiency requirements. Reclaimed water will
continue to be recognized as both a commodity and a product of the wastewater treatment
process. As a commodity produced by a utility, it is not a freely accessible source of water
which can be taken by the State and allocated for common use.
Further Optimizing Reclaimed Water Reuse in Florida
As Florida looks to further optimize reclaimed water use to meet emerging water supply
challenges, the FWEA UC has identified several issues to address:
-

Existing technical restrictions that limit the use of reclaimed water for particular
agricultural and potable uses must be reconsidered;
The State should identify and dedicate sustained funding to support effective reclaimed
water projects;
Water supply plans and regulations should recognize that the aquifer itself can be a
natural storage and distribution system;
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-

-

-

The State should promote opportunities to connect areas with excess reclaimed water
supply to areas of need by funding storage and distribution systems and other projects
that may be cost prohibitive for individual communities;
The State should continue to recognize that supplementation of reclaimed water with
other sources, such as stormwater, provides the opportunity to optimize its use;
The State should evaluate the water management districts’ implementation of the
coordination process recommended by the reclaimed water workgroup and subsequently
incorporated in section 373.250(4)(b), Florida Statutes, specifically the feasibility
evaluation required therein, to determine its effectiveness in optimizing reclaimed water
use; and
The State should continue to recognize that utility reuse programs reduce surface water
discharges and should carefully avoid reuse management directives that may constrain
utilities’ achievement of reuse goals.

The SB 536 Study Process Provides an Opportunity to Explore Options to Further
Enhance Reuse
SB 536 requires the following to be included in a study to be presented to the governor by
December 2015:
(a)
Identify factors that prohibit or complicate the expansion of the beneficial use of
reclaimed water, stormwater, and excess surface water and recommend how those factors can be
mitigated or eliminated.
(b)

Identify measures that would lead to the efficient use of reclaimed water.

(c)
Identify the environmental, engineering, public health, public perception, and
fiscal constraints of such an expansion, including utility rate structures for reclaimed water.
(d)
Identify areas in the state where traditional water supply sources are limited and
the use of reclaimed water, stormwater, or excess surface water for irrigation or other purposes
is necessary.
(e)
Recommend permit incentives, such as extending current authorizations for longterm consumptive use permits for all entities that substitute reclaimed water for traditional water
sources that become unavailable or otherwise cost prohibitive.
(f) Determine the feasibility, benefit, and cost estimate of the infrastructure needed to
construct regional storage features on public or private lands for reclaimed water, stormwater,
and excess surface water, including the collection and delivery mechanisms for beneficial uses
such as agricultural irrigation, power generation, public water supply, wetland restoration,
groundwater recharge, and waterbody base flow augmentation.
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All of the above elements of the study have been addressed at one time or another by preceding
studies, workgroups, task forces, utility projects, water management district and FDEP inquiry,
study and regulation. The FWEA UC sees the current study process as an opportunity to build on
what has been done to date. With this opportunity, Florida can continue to be the leader in the
nation in the use of reclaimed water.
FWEA UC Guiding Principles
The following are guiding principles supported by the FWEA UC for consideration by the
FDEP, FDACS and the water management districts during the course of preparation for the
December 2015 report.
1. Reclaimed water is a regulated product of treatment that may be used by its utility as an
alternative source of water.
2. Ratepayers pay for the treatment of reclaimed water and any distribution systems to
deliver it including the operation and maintenance of the system and the expansion of
reclaimed water resource development.
3. Reclaimed could be a more significant and more widely used source of alternative supply
if funding for storage and distribution is available to support expanded use.
4. Reclaimed water is managed operationally by the reclaimed water utility that is
responsible for regulatory compliance. This affects how and when reclaimed water is
used thereby potentially affecting the need for “efficiency.”
5. Technical/regulatory constraints must be revised to facilitate additional uses, such as
expanded agricultural and potable use.
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EXHIBIT 1

Connecting Reuse and Water Use:
A Report of the Reuse Stakeholders Meetings
Florida Department of Environmental Protection
February 23, 2009

Introduction
Reuse of reclaimed water is crucial to meeting Florida’s future water demands. Water reuse
involves taking domestic wastewater, giving it a high degree of treatment, and using the resulting
high-quality reclaimed water as a substitute for surface or groundwater, or for a new beneficial
purpose. Reuse helps conserve potable water supplies by replacing potable water for certain
non-potable uses. In addition, reclaimed water can help recharge groundwater supplies. Used
effectively, reclaimed water can play a significant role in meeting the water demands that are
projected to grow by two billion gallons a day between 2005 and 2025. In some areas of the
State, reuse of reclaimed water also protects water quality by reducing the discharge of treated
wastewater into water bodies.
In 2006, Florida's Water Reuse Program was the first recipient of the U.S. Environmental
Protection Agency Water Efficiency Leader Award. In 2007, Florida led the nation in reuse,
using about 664 million gallons a day (mgd) of reclaimed water to for a beneficial purpose. A
total of 475 large domestic wastewater treatment facilities made reclaimed water available for
reuse. These facilities served 432 reuse systems.
However, Florida realizes only a fraction of reuse opportunities. In 2007, a total of 76 large
domestic wastewater treatment facilities did not provide reuse of any kind. These unused
capacities have the potential to expand the availability of reclaimed water in the state. The 2008
Legislature enacted legislation that prohibits ocean discharge of treated wastewater by 2025
except as a back-up to a reuse system. Sixty percent of the water currently being discharged in
ocean outfalls will have to be reused for a beneficial purpose, increasing reclaimed water use by
at least 180 mgd by 2025. The Florida Department of Environmental Protection (Department or
DEP) and the water management districts (WMDs) are committed to promoting efficient and
effective water management to help conserve the State’s natural resources. Reuse is an
important part of this commitment.
The 2007-2008 drought highlighted the need to use all sources of water efficiently. As a drought
resistant source, reclaimed water is an important part of the mix of alternative supplies of water
that can help meet growing demands during variable climate conditions. The need to supplement
reclaimed water during times of drought, however, can increase seasonal demands for potable
water. Reclaimed water should also be recognized as a valuable commodity for which there are
demands that may exceed the supply, resulting in the need for efficient use.
During the 2008 legislative session, a number of reuse issues prompted proposed legislation.
The proposals raised several areas of concern regarding the respective roles of local
governments, utilities, and the water management districts related to reclaimed water. In lieu of
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legislation, the Department, with input provided by interested parties and stakeholders, agreed to
review emerging reclaimed water issues, particularly those related to the regulation of reuse
under the consumptive use permitting program. The Department held three public meetings to
discuss impediments, incentives, policy clarifications, and concerns regarding reclaimed water
issues as they relate to consumptive use permitting and regional water supply planning. The
Department much appreciates the input provided by all who participated. Particular thanks are
extended for the participation and assistance of the Florida Section of the American Water
Works Association and the Florida Water Environment Association (FWEA), including the
FWEA Utility Council, and the water management districts.
All parties agreed that the goal of the workshops was to develop specific ideas on how to
enhance and promote the use of reclaimed water in relation to consumptive use permitting
policies. Meeting attendees included representatives from the Department, the five water
management districts, local government, utilities, and other parties with interest in reuse. Each
meeting built on discussions from the previous meetings. There was consensus on some, but not
all, topics. For those topics on which stakeholders continued to have different views, the
exchange improved understanding of other viewpoints. Attendees expressed interest in
continuing discussions in other collaborative forums.
The sections below provide an overview of the workshops held, the issues discussed, and the
recommendations that reflect the general consensus of the stakeholders.

The Three Workshops
At the August 18, 2008 meeting (agenda and meeting summary in Appendices A and B), DEP
asked attendees to identify and prioritize reuse issues and concerns for discussion. The eight
major categories in priority order were:
1.
2.
3.
4.
5.
6.
7.
8.

Regulatory Authority
Offsets
Irrigation
Supplementation (Augmentation)
Funding
Optimization of Resource
Aquifer Storage and Recovery / Aquifer Recharge / Indirect Potable Reuse
Mandatory Reuse Zones

These topics overlap, meaning that discussion of one topic often involves discussion of others.
The Department also asked attendees to identify general principles that all could agree on, even
if the principle could not be implemented at this time. Attendees agreed on twelve general
principles (Appendix B), and selected “Optimize use of reclaimed water to achieve water
resource goals” as the overarching principle. (PowerPoint presentations are available on-line at:
http://www.dep.state.fl.us/water/reuse/news.htm.)
At the September 16, 2008 meeting (agenda and meeting summary in Appendices C and D),
attendees discussed the top three categories identified at the previous meeting. The Department
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presented a draft document on irrigation policies (Appendix E) and asked for attendee comments.
The St. Johns River Water Management District (SJRWMD) presented draft rule concepts
showing how DEP’s draft irrigation policy might be implemented for irrigation water use in their
district. The Department also led discussions comparing water reuse requirements among the
water management districts, and distinguishing between different uses of the term “offset.” A
major utility concern was identifying who would get the “credit” when an offset was created.
(PowerPoint presentations are available on-line.)
At the November 19, 2008 meeting (agenda and meeting summary are in Appendices F and G),
DEP presented a draft proposal to connect the reclaimed water planning process of utilities more
closely with the regional water supply planning process undertaken by the water management
districts (Appendix H). The Department also summarized the comments on the draft irrigation
policy presented at the September meeting, and gave an update on the activities of the statewide
Reuse Coordinating Committee. The FWEA Utility Council presented a set of suggested tools
for promoting efficient reclaimed water use, along with proposed methods for implementation
(Appendix I). The Southwest Florida Water Management District (SWFWMD) made a
presentation on a planned pilot project using reclaimed water for aquifer recharge. (Other
PowerPoint presentations are available on-line.)

Key Issues
At the three meetings, reuse stakeholders reached consensus on some issues and agreed
discussions needed to continue on others. Continued dialog among utilities, DEP, WMD
regulators, WMD water supply planners, and water users on these topics is important to promote
reuse throughout Florida.
A brief summary of the issues discussed is given below.
Regulatory Authority
•

Issues: Regulatory authority overlaps many issues, particularly irrigation and mandatory
reuse zones. It quickly became apparent that the three stakeholder meetings would not be
able to resolve different views on the respective authority over reclaimed water held by
water utilities, local governments, the water management districts, and DEP. The
fundamental difference between some of the utilities and the regulators is that many
utilities view reclaimed water as a product they create and over which they should have
sole discretionary use and control. The water management districts’ view is that
reclaimed water falls under the legislative grant of jurisdiction to regulate the
consumptive use of water under Part II of Chapter 373, F.S.; therefore, the districts are
authorized to regulate its use, as they have been doing for many years, and may apply
requirements for efficient use. Recognizing the fundamentally different legal views of
some of the parties, the attendees nonetheless developed some innovative proposals to
move toward the common goal of optimizing the use of reclaimed water.
One important concern for the water management districts was reconciling their
exclusive grant of authority over water use regulation with mandatory reuse zones
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established by local governments. To address this concern, the St. Johns River Water
Management District and one of its local governments developed language for inclusion
in mandatory reuse zone ordinances requiring reclaimed water use in these zones, unless
the district authorizes another water source. This provides for both the local
government’s and the district’s goal of promoting reuse, but allows a water management
district to identify when a different lower quality water source, such as on-site
stormwater, brackish water or saline water, may be more appropriate for use rather
reclaimed water. The SJRWMD recommended using this approach in other regions
where mandatory reclaimed water use zones are proposed. South Florida Water
Management District’s (SFWMD) existing rules provide for implementation of local
government zones in coordination with the consumptive use permitting program.
Another approach discussed was linking reclaimed water plans more closely with
regional water supply planning. This approach resulted from a utility proposition that the
water management districts should consider utility wastewater planning as utility permit
applications are being reviewed. Currently, the water management districts develop
regional water supply plans to meet future needs, sometimes without adequate input from
reclaimed water providers or DEP’s wastewater program. This can be a problem when
reclaimed providers make a capital investment in distributing reclaimed water to an area
not anticipated in the regional water supply plan. By including reclaimed water providers
and DEP up front in the regional water supply planning process, districts and providers
collaboratively can work out where it is best to utilize reclaimed water before providers
invest capital in a specific project. This voluntary process also could benefit reclaimed
water providers by allowing their projects to be explicitly included in the regional water
supply plan, thus making them potentially eligible for Water Protection and Sustainability
Program funding.
•

Outcomes: Attendees generally were in favor of establishing a better linkage between
reclaimed water planning and regional water supply planning.
Offsets

•

Issues: Some of the concern and disagreements about “offsets” arose from different
usages of the term in the consumptive use permitting process. Stakeholders identified
two different meanings of the term “offset” in consumptive use permitting:
1) “Mitigation offsets” or use of reclaimed water to prevent an adverse impact that
would otherwise occur as a result of other groundwater or surface water withdrawal,
such as use of reclaimed water to prevent salt water intrusion, and
2) “Substitution (credit) offsets” where reclaimed water replaces existing uses of other
groundwater or surface water by one user, allowing a different user to increase
potable quality groundwater or surface water withdrawals with no net adverse effect
on the environment. (In the meetings, attendees used the terms “substitution offsets”
and “offset credits” interchangeably, highlighting the desirability to have one
consistent term. In this paper, we use the term “offset credit” for this concept.)
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Appendix D and the on-line presentation explain these concepts more thoroughly.
Attendees generally acknowledged that the mitigation offset concept makes sense
whenever reclaimed water supplies could be used to offset or prevent adverse impacts
that would otherwise occur from water withdrawals. Several water management districts
reported that mitigation of impacts using reclaimed water already has been permitted.
Attendees generally agreed that the offset credit concept only makes sense in areas where
traditional sources of water are limited or capped. SWFWMD’s Southern Water Use
Caution Area (SWUCA) is an example of a location where this concept has been
implemented. Regarding offset credits, the following questions arose: Who gets credit?
How long do credits last?
Offset credits are important to utilities because if they are available, then they must be
reliable elements of their long-range planning. Planned offset use may extend beyond the
duration of a consumptive use permit. Utilities want assurance they will not lose the
credit if they make the initial capital investment in reclaimed water. Still, allowing
reclaimed water providers to realize the benefits of credits for future use raises additional
questions: Would a credit system become water “banking”? Could the result of using a
credit be an increase in per capita use of water, even in areas under withdrawal caps?
Can such credits be sold or transferred to other entities, and if so, under what constraints?
•

Outcomes: There was general consensus that mitigation offsets used to address adverse
impacts have been demonstrated to be feasible, and appear to be an option under existing
consumptive use permitting rules. With respect to offset credits, it would be valuable to
clear away some of the confusion and achieve more consistency in use and application of
the term “offset” among areas with supplies that are capped, particularly in service areas
located within more than one water management district. There appeared to be some
agreement that the entity taking the action to reduce potable quality water use (usually the
reclaimed water provider) should receive any available credit. This and other questions
need further discussion.
Irrigation

•

Issue: Three of the five water management districts have year-round conservation rules
in place for a portion or all of their districts. These districts currently are engaged in or
have recently concluded rulemaking to implement new, expanded, and/or modified yearround landscape irrigation conservation measures to improve water conservation. The
discussion centered around the appropriateness and authority of the water management
districts to impose the same irrigation restrictions on reclaimed water use, as are applied
to other water sources. The districts explained that reclaimed water supplies are
increasingly insufficient to meet nonpotable water demands and there is documented
reclaimed water irrigation use in amounts significantly exceeding landscape needs.
Additionally, there have been several challenges to WMD permitting actions that
authorize potable quality or other groundwater or surface water supplies to augment
reclaimed water systems used for irrigation. Environmental groups and local
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governments question why districts should authorize augmentation when reclaimed water
irrigation use is inefficient.
While all agreed in principle that reclaimed water should be used efficiently, reclaimed
water systems around the state vary in degree of maturity. Early in the development of
reclaimed water systems, unrestricted use of reclaimed water provides an incentive for
users to accept reclaimed water, and such use may replace undesirable surface water
disposal. Over time, as demand for reclaimed water increases, the need for more efficient
use becomes more important to individual utilities’ being able to meet these customer
demands.
Utilities sell products, including potable and reclaimed water. As businesses, utilities
seek to make the best use of their water products for their given circumstances. Some
utilities view irrigation restrictions as inappropriate interference with their business
operations. They are concerned that reclaimed water irrigation restrictions will diminish
the incentive for potential users to take this product, may result in more effluent disposal,
may require funds to construct expensive storage facilities, or may reduce income derived
from the sale of reclaimed water.
In addition, many utilities believe that certain landscape irrigation restrictions for
reclaimed water do not give enough consideration to wastewater plant disposal permit
requirements. They view day and time restrictions as ineffective ways to manage this
resource. Other measures to promote irrigation efficiency, such as rain or soil moisture
sensors, may be preferable. A couple of utilities remarked that reuse efficiency needs to
be balanced with disposal efficiency. Some utilities urged that reclaimed water use
efficiency be addressed through review of each utility’s consumptive use permit rather
than through a “one size fits all” limitation on their customers’ reclaimed water use.
As result of this discussion, DEP distributed for discussion a draft irrigation policy
(Appendix E). Although the discussion focused on landscape irrigation, DEP intended
this draft policy to apply to all irrigation types. The St. Johns River Water Management
District presented an example of how the draft irrigation policy might be implemented in
a proposed rule concerning general consumptive use permits for irrigation-type water use.
Although the proposed rule kept day and time-of-day restrictions for landscape irrigation,
it also included a new provision that allowed utilities to determine when compliance with
these restrictions was infeasible, and to allow irrigation on additional days.
•

Outcome: Attendees offered many comments on the draft irrigation policy but did not
reach consensus. However, partly as a result of the discussions at the stakeholders
meetings and with utilities in rulemaking workshops, SWFWMD and SJRWMD removed
the proposed day-of-the week and hour-of-day restrictions on reclaimed water use from
their proposed year-round landscape irrigation rules to allow further discussion and
deliberation by the WMDs and stakeholders. SFWMD had removed day-of-the-week
restrictions before the meetings started. Discussions related to irrigation restriction rules
for reclaimed water are continuing. One concept under discussion is addressing
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reclaimed water irrigation efficiency through a utility’s consumptive use permit
requirements, rather than through a rule that regulates the individual landscape irrigator.
Supplementation
•

Issue: Supplementation (also called augmentation) is the addition of potable water,
groundwater, or surface water to reclaimed water to increase reclaimed water supplies,
particularly during the dry season when demands are highest. For some utilities, the
opportunity to supplement reclaimed water with other water sources helps promote a
higher percentage use of reclaimed water because it makes availability to a larger number
of users more reliable. Several of the water management districts reported that they had
allocated supplemental water supplies to utilities that are using reclaimed water to meet
irrigation demands. However, some environmental organizations and other local
governments have opposed supplementation of reclaimed water with higher quality
water, particularly surface water. They claim that irrigation use of reclaimed water is
inefficient and therefore that supplementation with higher quality water is inappropriate.
Another regulatory question of interest to the stakeholders was: At what point is
supplemented water no longer considered alternative water supply or reclaimed water,
especially as related to irrigation restrictions? As with irrigation restrictions in general,
utilities felt that additional restrictions should not be applied to irrigation using
supplemented reclaimed water. The water management districts believed that the use of
supplemental higher quality water increased the need to ensure that the water was used
efficiently.

•

Outcome: There was general agreement that reclaimed water supplementation is a key
strategy to be considered when reclaimed water is used to meet irrigation demands.
There was no resolution on specific measures to use to increase the efficiency of
reclaimed water irrigation use or when supplemented water is no longer considered
reclaimed water for the application of irrigation restrictions.
Funding

•

Issue: Utilities would benefit from funding assistance to expand reuse systems in their
service areas.

•

Outcome: Attendees agreed that restoration of funding to the Water Protection and
Sustainability Program Trust Fund is essential to further implementing reuse throughout
Florida.
Optimization of Reclaimed Water Resources

•

Issues: Attendees agreed that “Optimize use of reclaimed water to achieve water
resource goals” is the overarching principle for reuse systems. Ideally, this means
reclaimed water should be used in a way that both is efficient and helps to meet overall
water demands or other water resource goals. For existing reclaimed water systems,
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efficiency standards may have to be achieved over time depending on the maturity and
operational constraints of the system. Stakeholders recognized that the best use of
reclaimed water varies throughout Florida depending on water demands and needs such
as irrigation, industrial use, or groundwater recharge. Treatment requirements, regulatory
constraints, and costs for groundwater recharge with reclaimed water are currently being
explored at several locations in the state.
•

Outcomes: Attendees agreed all stakeholders collectively should strive to optimize the
use of reclaimed water. Better integration between reclaimed water system planning and
regional water supply planning, as discussed above, could assist in this effort.
Aquifer Storage and Recovery (ASR)

•

Issue: At the first meeting, attendees identified questions regarding the regulation of
ASR wells for reclaimed water storage, but did not discuss this topic in depth at
subsequent meetings.

•

Outcome: The discussion was very limited and specific issues were not well-defined.
Aquifer Recharge and Indirect Potable Reuse

•

Issue: No aquifer recharge or indirect potable reuse (Part V of Chapter 62-610, F.A.C.)
systems currently operate in Florida. However, there is interest in this reuse activity and
there are several projects under consideration in the Tampa Bay area and in South
Florida. At the third meeting, SWFWMD presented a the Tampa Bay area project
involving a study of the potential for aquifer recharge using reclaimed water.

•

Outcome: Attendees agreed that aquifer recharge projects in Florida should be pursued
and studied.
Mandatory Reuse Zones

•

Issues: Mandatory reuse zones that prohibit the use of other water sources when
reclaimed water is provided can be an effective way to promote reclaimed water use. The
water management districts’ position is that local government ordinances for these zones
must be coordinated with the appropriate water management district or include a
provision that reclaimed water is required to be used unless the water management
district approves another source. The utilities indicated that DEP and the water
management districts should support and encourage local governments’ adopting and
implementing such zones. Some attendees expressed the opinion that local government
establishment of such zones should not require water management district approval or
involvement.
The FWEA also asked the water management districts to support these zones by limiting
permit exemptions from reclaimed water use and not allowing the drilling of new private
wells in the designated zones. The water management districts generally exempt small
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quantity irrigators from the requirement to obtain individual water use permits. The St.
Johns Water Management District no longer allows, under its general permit by rule, the
use of groundwater from private irrigation wells when reclaimed water is supplied by a
utility. Although someone with an irrigation well can apply for a permit to use
groundwater, it would be permitted only if the user can demonstrate that it is infeasible to
use the reclaimed water.
Several attendees pointed out that domestic uses of water are exempt from the districts’
permitting requirements.
•

Outcome: Attendees agreed that when utilities construct systems delivering reclaimed
water to a service area, water users should use those reclaimed water supplies unless it is
economically, technically or environmentally infeasible. Water management districts
indicated that they would continue to ensure that such users use the reclaimed water
whenever feasible, consistent with each district’s rules. This could be achieved through a
combination of local government designated mandatory reuse zones and water
management district consumptive use permitting rules. Attendees did not reach firm
consensus on any additional actions to be taken on this issue.
Goal-Based Water Conservation Plans

•

Issues: The Florida Water Environment Association suggested that the Conserve Florida
program be updated to include the efficient and effective use of reclaimed water. They
also indicated a concern about the existing statutory requirement to provide reasonable
assurance that an alternative goal-based plan will achieve effective water conservation at
least as well as the local water management district’s standard requirements. In addition,
the FWEA said that this comparison requirement can be an impediment to using the
Conserve Florida Guide to propose goal-based water conservation plans. The current
statute can be interpreted to necessitate the development of both a goal-based plan and a
standard water conservation plan for comparison, or require that the permit applicant
quantify the savings that would be realized when the districts’ current conservation
requirements are implemented by consumptive use permitees. However, given the nature
of some of the water management districts’ water conservation requirements, a
quantitative side-by-side comparison may not be feasible. Additionally, the statutory
term “goal-based” may be a misnomer and not understood by many people.

•

Outcomes: The FWEA suggested revising statutory language to ensure robust water
conservation plans but avoid requiring the goal-based—standard plan comparison. They
also suggested that it may be desirable to change the term “goal-based” to “costeffective,” “flexible,” or “feasible” water conservation plans. The water management
districts stated that they needed some sort of standard to measure goal-based plans
against. Attendees agreed to continue working on possible statutory language.
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Communication and Coordination
•

Issues: Consistent messages from state, regional, and local governments should include
explaining the water supply challenges facing Florida, the value of all water resources,
the benefits of using Florida-friendly landscapes, and what it means to “irrigate
efficiently.” Also, the FWEA suggested government agencies could increase visibility by
increasing funds for the Mobile Irrigation Labs program.
The FWEA offered a new proposal for increasing communication while promoting reuse:
providing a formal process whereby a reclaimed water provider could comment on a
consumptive use permit applicant’s reuse feasibility study when the applicant reports
reuse is not feasible. In this situation, the reclaimed water provider may have ways to
make reuse feasible that the applicant is not aware of. Reclaimed water providers want
the opportunity to present this information for district evaluation. The Districts generally
were supportive of receiving provider input, but expressed concern that waiting for
provider comments could conflict with statutory time clocks. To implement this idea,
providers would have to commit to a quick turn-around time for their comments.

•

Outcome: Each water management district agreed to explore an informal mechanism to
provide reclaimed water providers a commenting opportunity on reuse feasibility
determinations in the consumptive use permitting process.
Economic Feasibility

•

Issue: In 2007, the Southwest Florida Water Management District’s Governing Board
approved a district reclaimed water task force recommendation that considers reuse
economically feasible only if it costs the same or less than the user’s existing water
supply. Many stakeholders expressed concern about such a policy, suggesting that the
multiple benefits and costs of reuse need to be considered as a whole and that reclaimed
water should not automatically be considered economically infeasible if it costs more
than the user’s existing water supply. Other water management districts reported that
they routinely have required reuse to be implemented even when the cost is more than
continuing to use groundwater. The Department considers the task force
recommendation to be inconsistent with the Water Resource Implementation Rule,
Section 62-40.416(1), F.A.C.

•

Outcome: Stakeholders can communicate their concerns to the Southwest Florida Water
Management District. The Department of Environmental Protection already has sent a
letter to the district voicing concern about this policy and asking that it not be
implemented.
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Recommendations
The stakeholder process was not designed to reach full consensus in only three meetings. The
Department believes, however, that consensus generally exists to move forward with the
following recommendations:
Legislative
1. Restore funding to the Water Protection and Sustainability Program for alternative water
supply development, and protect this funding from reallocations. This funding is critical
for expanding reuse throughout Florida and increasing a potential drought resistant
source. In the first three years, the Water Protection and Sustainability Program,
including the water management districts’ match, provided about $422.6 million for
alternative water supply development, representing about 11% of the total construction
costs. Water suppliers committed to providing about $2.7 billion toward project
construction, representing about 72% of the total costs. Reclaimed water project
construction costs, at about $1.3 billion, accounted for approximately 35% of all
alternative water supply project costs. Providing seed money for construction promotes
reuse implementation and expansion throughout Florida.
2. Incorporate proposed language changes in Section 373.0361(1), F.S. (Appendix H) that
will include DEP and wastewater treatment utilities explicitly in the regional water
supply planning process.
3. Expand the Conserve Florida Program to include the evaluation of reclaimed water.
Work with water management districts and the reclaimed water providers to identify
appropriate language revisions to Section 373.227, F.S. These changes may include
replacing the existing statutory requirement obligating a comparison between a goalbased plan and a water management district’s water conservation requirements with more
useable criteria, and replacing the term “goal-based” water conservation plan with more
appropriate terminology for reuse applications.
Agency Actions
4. The Department and the water management districts should develop consistent
definitions and approaches for the use of offsets in the consumptive use permitting
program. These changes should be codified in the district consumptive use permitting
rules and possibly in DEP’s statewide Water Resource Implementation Rule (Chapter 6240, F.A.C.).
5. The water management districts should explore mechanisms to allow reclaimed water
providers to comment on the reuse feasibility findings of consumptive use permitting
applicants. The districts should receive information from the applicable reclaimed water
provider identifying the locations and quantities of available reclaimed water. If such
information has been provided, the district should consider that information, during its
review of a consumptive use permit application, when evaluating the ability of the
applicant to use reclaimed water.

11

Appendix A
August 18, 2008 Meeting Agenda

Reuse Stakeholders Meeting
Conference Room, Orlando Utility Commission
3800 Gardenia Avenue, Orlando (map on other side)
August 18, 2008, 10:00 a.m. – 1:00 p.m.

Agenda (updated)
Topic: Discuss impediments, incentives, policy clarifications, and concerns regarding
reclaimed water issues as they relate to consumptive use permitting

1. Welcome
2. Introduction
• Overview of Process
• Current Roles
• Statutes and Rules
3. Identification of Issues and Concerns
4. Discussion
• General Principles
• Prioritization of Issues/Concerns
5. Plan for Next Meeting
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Appendix B
August 18, 2008 Meeting Summary

1st Reuse Stakeholders Meeting Summary
Orlando Utility Commission
3800 Gardenia Avenue, Orlando
August 18, 2008, 10:00 a.m. – 1:00 p.m.
I.

Welcome (Janet Llewellyn, Bevin Beaudet)
A. Introduction of meeting leaders, WMD and DEP representatives at the front table, and
participants by phone.
B. Meeting Purpose (Bevin): WMDs/DEP need to hear from reclaimed water providers
and understand the differences in how utilities provide reclaimed water across the
state. A number of issues prompted legislation during the 2008 legislative session and
still need to be addressed.

II.

Introduction - PowerPoint (Janet)
A. Meeting Focus: Discuss impediments, incentives, policy clarifications, and concerns
regarding reclaimed water issues as they relate to consumptive use permitting (CUP).
Find ways to help all parties work together more easily. Identify reuse and CUP
program areas that need improvement.
B. Meeting Is Not: The meeting is not intended to be a forum to focus on every issue
related to reuse.
C. Other PowerPoint Topics: roles of the different entities, statutes and rules governing
the activities of the different entities, reuse strategies already identified in 2003, and
ocean outfall legislation.
D. End Product: A DEP report with recommendations to address reuse/consumptive use
issues.
E. Future Meetings: Meetings have been planned for August 18, September 16, and
October 17, 2008. This discussion identified a misunderstanding among participants –
many thought the three planned meetings would be the same meeting content
provided at different locations, whereas the meeting leaders understood the meetings
to be a continuing series of three (or more, if needed) meetings that progressively
worked on issues identified in previous meetings. Janet asked utility participants if new
issue/concern information would be identified in the September meeting if the same
meeting content were presented; utility representatives said no, the same issues would
come up. The group decided future meetings would build on each other. Many
participants asked if the September meeting could be held in a more central location,
such as Orlando. Some participants wanted to change the October 17 meeting date.
Janet and Bevin agreed to look into these changes.

III.

Identification of Issues and Concerns (All)
A. Process: Each participant introduced him/herself and identified up to three issues of
particular concern. DEP staff wrote issues down on paper charts (organized by broad
issue) posted on the walls, and WMD staff took notes. The resulting content recorded
on the charts and notes is given below:
B. Regulatory Authority
•

Regulation vs. over-regulation

•

Unintended consequences of regulation

•

Regulations over irrigation with reclaimed water
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•

Balance between encouragement of reuse and over-regulation

•

Avoid unnecessary litigation

•

Protection of users of reclaimed water

•

Local control (local regulations)

•

Jurisdiction - Reuse operating permits and liabilities to providers for reuse in areas
where providers have no jurisdiction

•

Reuse operating permit vs. wastewater operating permit

•

Permitting requirements – distribution to permitted vs. unpermitted areas (equity)

•

Definition: When does reclaimed water become a “water in the State?”

•

Incorporate reuse into agricultural regulations/business

•

Regulation of private wells

C. Offsets
•

Important incentive

•

Definition and implementation differences

•

Policy consistency

•

Trade potable offsets with agricultural and other nontraditional partners

•

Reuse credits/reduction in per capita requirements

D. Irrigation Restriction Practices
•

Implications of time-based restrictions

•

Local control (govern as a local issue)

•

Restrictions force disposal of reclaimed water and less reuse, need more disposal
options and more disposal flexibility

•

Restrictions increases surface water discharge, raise TMDL issues

•

Storage

•

Pressure to divert reclaimed water to residential irrigation; need diversificatiin

•

Policing citizens – time and cost, equitable enforcement

•

Private well regulation and enforcement (also an equity issue)

•

Continued customer access

•

Working with consultants, system design

•

Year-round restrictions

E. Supplementation
•

Limitations on supplemental sources

•

Critical for maximizing use of reclaimed water

•

Needed to meet user demand

•

Definitions: At what point is blended water no longer considered alternative water
supply (AWS) or reclaimed water as related to irrigation restrictions? At what point
is blended water no longer considered effluent?

•

Need to design systems for supplementation (70% design capacity)

•

Cost-effective storage

B-2

F. Mandatory Reuse Zones
•

Definition and implementation

•

Economic feasibility

G. Funding
•

Grant funding

H. ASR
•

Regulation as reclaimed water

I. Indirect Potable Reuse
•

Aquifer recharge

J. Other

IV.

•

Additional disposal options

•

Wet weather discharge/RIBS

•

Recognition that reuse is a business for a utility

•

Recognition of utilities’ large investment to fully implement reuse systems

•

Equitable cost distribution (taxing some users when others use septic tanls

•

Resource optimization/best use and assistance to utilities to accomplish this

•

Reuse feasibility (including end-user costs, letting market forces direct the
reclaimed water approach)

•

More communication and collaboration among utilities/WMDs

•

Development of common language/approach

•

Reuse promotion, education and awareness

•

Specific opportunities for reuse (golf course, ranch representatives)

•

Mature vs. new reuse systems; one size does not fit all

•

Conservation

Discussion – Prioritization of Issues/Concerns (ALL)
A. Process: Janet summarized the major issues raised by attendees and asked
participants to vote on their top three issues. Note that all identified issues will be
addressed in the discussion as time allows; the purpose of voting is simply to prioritize
the discussion. Participants also noted that many issues overlap.
B. Issue Ranking (number of votes)
•

Regulatory Authority (18)

•

Offsets (17)

•

Irrigation (16)

•

Supplementation (12)

•

Funding (6)

•

Optimization of resource (6)

•

ASR/Reclaimed Regulation (4)

•

Mandatory Reuse Zones (2)
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V.

Discussion – General Principles (All)
A. Process: Participants were asked to identify general principles all could agree on,
even if we are not able to implement the principle at this time.
B. Principles:

VI.

•

Reduce dependence on potable quality water for non-potable uses

•

Encourage use of reuse quality water

•

Ensure reliable disposal

•

Encourage efficient use of reclaimed water (discourage wasteful use)

•

Appropriate quality for use intended

•

Umbrella Goal/Overarching Principle: Optimize use of reclaimed water to
achieve water resource goals

•

Encourage landscapes that minimize the need for supplemental water

•

Ensure protection of protection of public health and safety

•

Collaborative effort among DEP, WMDs, utilities, local governments, and users in
promoting reclaimed water

•

Ensure protection of the environment in implementing reclaimed water reuse

•

Promote cost effective and economically feasible solutions/tools to increase use of
reclaimed water

•

Promote public education/understanding of reuse (including consumer and
environmental groups)

Discussion – Regulatory Authority
A. Questions: Why do we regulate reclaimed water? What are we concerned about?
What are we trying to achieve?
B. Reasons:

VII.

•

Protect public health and safety

•

Optimize water resources (conserve potable quality resources)

•

Meet growing demand

•

(End-user certainty—Is this a contract issue?)

Plan for Next Meeting
A. Location: Scheduled for September 16 in Boca Raton. Janet and Bevin will look into
moving the meeting to Central Florida.
B. Topics: Participants agreed to continue the discussion, focusing on the first four
priority issues:
•

Regulatory Authority

•

Offsets

•

Irrigation

•

Supplementation
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Appendix C
September 16, 2008 Meeting Agenda

Reuse Stakeholders Meeting
Orange County Utilities
9150 Curry Ford Road, Orlando (map on back)
September 16, 2008, 10:00 a.m. – 3:00 p.m.

Agenda
Topic: Continuation of the discussion on reclaimed water issues as they relate to
consumptive use permitting. Focus topics for this meeting are: irrigation,
regulation, offsets, and supplementation of reclaimed water.

1. Welcome
2. Summary of August 18 Meeting (Janet Llewellyn)
3. Irrigation
•

Proposed SJRWMD Rule Concepts (Hal Wilkening)

•

Draft DEP Policy Statement (Janet Llewellyn)

•

Discussion

4. Regulatory Authority
•

Comparison of WMD Reuse Requirements (WMD Staff)

•

Discussion

5. Offsets
•

•

Presentation on Common Understanding of Terms (Janet
Llewellyn)
Discussion

6. Supplementation
•

Issue Refinement (Utilities / Bevin Beaudet)

•

Discussion

7. Plan for Next Meeting
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Appendix D
September 16, 2008 Meeting Summary

2nd Reuse Stakeholders Meeting Summary
Orange County Utilities
9150 Curry Ford Road, Orlando
September 16, 2008, 10:00 a.m. – 3:00 p.m.
I.

Welcome (Janet Llewellyn)

II.

Summary of August 18 Meeting – PowerPoint (Janet)
Janet presented a brief summary of the first Reuse Stakeholders meeting, held August 18,
2008. Participants at that meeting voted to discuss the four topics on today’s agenda
(irrigation, regulatory authority, offsets, and supplementation). Materials from the first and
second meetings are available on DEP’s reuse web site at:
http://www.dep.state.fl.us/water/reuse/news.htm.
Note: Each segment of Janet’s PowerPoint presentation referenced in this summary is
included in the one DEP presentation available on the web site above.

III.

Discussion Topic: Irrigation
A. Proposed SJRWMD Rule Concepts – PowerPoint (Hal Wilkening)
Hal made a presentation on SJRWMD’s proposed changes to the rule requirements for
Irrigation-type water use, focusing on the reclaimed water provisions. The presentation
is available at the web site.
Additional points/clarifications:
•

This draft rule is a work in progress—it incorporates suggestions from the last
meeting and is still being reviewed and commented on by district stakeholders.
The draft rule applies to users falling under the general permit; CUP holders may
have different requirements.

•

The draft rule emphasizes efficiency in all landscape irrigation, including
reclaimed water reuse. This is particularly important in light of current challenges
to two CUP applications seeking supplemental water for reclaimed water
irrigation. The ¾” per zone and 1 hour per zone irrigation figures are based on
IFAS studies, and are intended to be a step toward changing user behavior and
reaching the goal of using reclaimed water sources more efficiently.

•

From last meeting, the district understood that utilities might need more irrigation
days and more flexibility in choosing the days. The revised draft rule includes a
utility notification process to allow irrigation on more than two days per week
during Daylight Savings Time and one day per week during Eastern Standard
Time (the one day per week is a new provision, too). The notification process
does not require SJRWMD pre-approval, and it does not re-open a utility’s CUP.
However, the next time the utility comes in for a five-year review, modification, or
renewal, the district will evaluate the utility’s water conservation plan, including its
reclaimed water use.
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•

The draft rule still specifies days of the week by address, with the new provision
to increase the number of irrigation days per week through the notification
process. Time-of-day restrictions are still in place without change.

•

The provision not to water during rain events was meant to address complaints
the district receives about irrigation during rain storms. A couple of participants
advised this item does not need to be addressed in the rule and that sometimes
rain amounts are tiny and irrigation with reclaimed water still is needed.

•

Send comments or suggestions on the draft rule to:
Norma Messer
St. Johns River Water Management District
4049 Reid Street
Palatka, FL 32177-2529, or
nmesser@sjrwmd.com

B. Draft DEP Policy Statement – PowerPoint + Handout (Janet)
Janet went over the draft irrigation policy, sent out before the meeting, item by item.
Hal’s presentation was an example of how this policy might be implemented.
Additional points/comments:
•

The draft policy is directed at irrigation because this was the interest of the
participants at the August 18 meeting. Efficient use encompasses more than
just landscape irrigation, such as recreation and industrial/commercial
reclaimed water uses.

•

The goal of the policy is optimal use (meaning full and efficient use of reclaimed
water), and not just for irrigation. Utilities advised the terms full use and
efficient use still need definition.

•

The language in this document is intended as high-level policy language and is
less specific than SJRWMD’s proposed rule language. Policy language is a
tool for assuring consistency among WMD rules. The WMDs implement the
policy and must use more specific language to do so. One topic to be
addressed is whether or not all WMDs should have rules that are alike, or if
there can be some differences among them. Once there is consensus on the
policy, we need to decide if it should be placed in Chapter 62-40, FAC, or
elsewhere.

•

Stakeholders need to identify the best use for the reclaimed water before there
is capital investment by the utilities. For example, installing irrigation pipes is
very costly, and once a utility invests in using reclaimed water for irrigation, it is
difficult later to change to, or invest more money in, a non-irrigation use such as
aquifer recharge.

•

Bullet 4 - Additional suggestions:

D-2

o

Need to explore the balance between irrigation efficiency vs. disposal
efficiency, recognizing that when utilities develop a reclaimed water
system for irrigation they base it on a certain design and a specific
storage amount. If there is too much reclaimed water, it had to be
disposed of by deep well or discharge to surface water. Disposal
efficiency can be low even if irrigation efficiency is high.

o

Need to add language that encourages use of rain sensors and other
technology. Technological devices can induce much more efficiency
than restriction by day and time.

•

Bullet 7 – Stakeholders need to develop criteria to evaluate when meeting dayof-week irrigation restrictions is not feasible.

•

Bullet 8 – We need to know how much reclaimed water is being used in order to
determine if the use is efficient.

•

Bullet 10 – Could Water Protection and Sustainability Program funds be used
by coastal communities for aquifer recharge or rapid infiltration basins? Yes, if
it is tied to making additional water available for use.

•

Bullet 11 – Additional suggestions:

•

o

Need stronger language to support (and perhaps require?) local
ordinances, especially because local governments may resist adopting
ordinances. Need to reference the Landscape Irrigation & FloridaFriendly Design Standards booklet. Also, need to address what a utility
can do when local governments won’t adopt ordinances.

o

Need to focus on the use of technology (rain sensors, etc.)—it is often
more effective than education in terms of dollars spent.

o

Last line, change “times” to “efficiency” to broaden the scope.

o

Supplementation needs to be addressed.

Bullet 12 (suggested addition) – Need a bullet identifying who (provider or user)
has the responsibility for efficient reclaimed water use. Some utilities thought
this responsibility should lie with the user, not the provider, because efficient
use requires the passing of local ordinances and is beyond the authority of the
utility. End users could be required to use rain sensors, etc., to assure
efficiency, rather than days-of-week. SJRWMD thought this was a joint
responsibility of providers and users. In some cases, the utility is both the
provider and user. In all cases, the provider is responsible for meeting the
reasonable-beneficial test and for evaluating reuse feasibility, and the user is
responsible for following irrigation restriction days/times.
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•

Comments are due to by October 7, 2008 to:
Carolyn Voyles
Office of Water Policy
FL Dept. of Environmental Protection
2600 Blair Stone Road, MS 46
Tallahassee, FL 32399-2400
carolyn.voyles@dep.state.fl.us

IV.

Discussion Topic: Regulatory Authority
A. Comparison of WMD Reuse Requirements – PowerPoint + Handout (Janet &
WMD Staff)
As requested by participants at the last meeting, Janet went over a handout and a
PowerPoint table comparing reclaimed water requirements among the water
management districts. WMD staff answered questions about individual district
requirements. SRWMD currently is in rulemaking; in many cases, their “No” answer to a
question may become “Yes” in March 2009.
The discussion focused on three main topics: feasibility, permitting, and efficiency:
•

Economic Feasibility (#3) – The determination of economic feasibility is hard to
grapple with and it gets resolved through discussion with the WMD. SFWMD has
economic feasibility criteria in their Basis of Review. SJRWMD uses consultants
to evaluate economic feasibility. This district advised that participants probably
wouldn’t want specific numeric standards because one size does not fit all. A list
of evaluation factors or a standardized evaluation process might be valuable, but
the WMDs need flexibility to look at the economic situation of the applicant.
SWFWMD advised that an applicant requesting to go back to a “standby” CUP
because reclaimed water is now more expensive will be evaluated according to
the same criteria as in the initial CUP—is use of reclaimed water feasible?
Reclaimed water use cannot be abandoned simply because it costs a few cents
more.

•

How would feasibility work in this situation: It might be feasible to send reclaimed
water to a golf course, but from the utility’s perspective, this may not be the best
place to send it because of low demand by the golf course (i.e., not a good utility
customer, so it is not desirable to run lines to that end user) and there may be a
better customer elsewhere? SJRWMD – This situation could be a basis to say
it’s not technically feasible to serve the golf course.

•

What if a user is too small to need a CUP? They may decide they don’t need
reclaimed water and want to irrigate from small wells. SFWMD exempts small
users. SWFWMD reported that some local governments regulate reclaimed
water through local ordinances. SJRWMD uses their general permit for small
domestic wells, but this may no longer be needed, and they are re-examining this
issue.

•

Utilities and WMDs would benefit from working together on Master Water Plans
and development of reclaimed water plans. For example, lots of home owner
associations and golf courses were getting well water permits in areas planned
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for reclaimed water lines. A better partnership could prevent this situation from
occurring.
•

SFWMD requires end users to report reclaimed feasibility annually, and they
must take reclaimed water if feasible, even if it is in the middle of a CUP (#5).
The district tries to link a utility’s annual report with where reclaimed lines will go.
The rules do not require a small general permit holder to use reclaimed water—
maybe the SF program has matured beyond these rules.

•

Availability (#6) – WMDs will know about reclaimed water availability from
utilities. SJRWMD and SFWMD also meet with DEP regional offices to learn
what the reclaimed water situation is.

•

Conservation Plans (#7) – The question was oddly worded. The use of
reclaimed water has to be addressed, but it may or may not be addressed in a
conservation plan.

•

Reporting Amount of Reclaimed Water Provided (#9) – The question was oddly
worded. All permittees report this information annually to DEP.

•

Metering (#11) – In SRWMD, where reclaimed interlocal agreements have been
executed, the local governments meter end users. SWFWMD leaves metering
up to the utility, but requires a master meter for subdivisions and large users.
Some utilities do meter smaller users because metering and volume based rates
reduce demand.

•

Efficiency (#13) – If there is no CUP and only a reclaimed water user, what
authority allows one to require efficient use? A 2nd District Court of Appeals
decision that found reclaimed water is water. The regulatory authority includes
not only natural water, but also harnessed water or water that is a product,
meaning the CUP program extends to secondary users and purchasers of water.
When does reclaimed water from a facility become able to be re-permitted to
someone else? In SJRWMD, if the wholesale customer isn’t in the master CUP,
and the amount is in excess of 100,000 gpd, then they must get a secondary
CUP.
If reclaimed water is water and the state can regulate it, can a WMD decide
recharge is best and require this use rather than allowing a utility to sell the water
to a paying customer? No, the Legislature prohibits this when the water is
already under contract.
Aren’t WMDs redirecting reclaimed water between users when limiting irrigation
to specific days of the week? No, this is only an efficient water use issue, not a
redirection issue.

•

Mandatory Reuse Zones (#15) – Mandatory Reuse zones have been established
in three districts: SFWMD, SRWMD, and SJRWMD, mostly for irrigation. In
SJRWMD, the pre-emptive authority issue was resolved by including language in
local ordinances requiring reclaimed water use, unless the district required
otherwise. This allowed the utility to use the most logical lowest quality source,
which sometimes may be another source such as storm water. DEP
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recommends having similar pre-emption clauses in local ordinances establishing
mandatory reuse zones.
V.

Discussion Topic: Offsets
A. Common Understanding of Terms – PowerPoint (Janet)
Janet gave a short presentation on offsets as impact avoidance vs. offsets that reduce
use (credit). The concepts presented were acceptable to the WMDs. The discussion
focused on who gets credit for reduced use offsets and how long credits last.
Issues/points were:
•

Who gets the credit? The person taking the action to reduce use gets the credit.
In the golf course example, the City (provider of reclaimed water) gets the credit.
What if a user, such as a citrus grove, goes out of business? DEP indicated that
the water used would go back into the pot and others can apply for it.

VI.

•

How long do credits last? The utilities voiced great concern that a credit might be
lost if not used immediately. They noted that even if the utility does not use the
credit immediately, they may have planned to use the credited amount as a
future water source in their Master Water Plan. This planned future use may
extend beyond the current permit period. Utilities need some assurance they will
not lose the credit, if they are going to make the capital investment in reclaimed
water. SWFWMD does not take the credit back. The credit is tied back to the
utility at CUP renewal. SFWMD has not encountered this situation yet.

•

At what point does not using a credit become water banking? (To be addressed)

•

The concept of offset as credit appears in SFWMD’s Regional Water Availability
rule and Lake Okeechobee Service Area, and in SWFWMD’s SWUCA rules—
areas where you can’t otherwise get a CUP for additional water from specific
sources. It may not make sense to expand these criteria to other areas.

•

Water conservation requires utilities to make a capital investment, so why is it not
an offset? Because a utility is required to be doing conservation in order to get a
permit. Some utilities don’t think of conserved water as a source because the
amount may not be dependable. Still, as above, some utilities said they need
some assurance they will not lose the amount of conserved water if they are
going to make the capital investment. Also, some utilities said conservation
requirements may need to be paced so that they don’t upset the financial engine
of the utility. On the other hand, conservation is a method to avoid or delay the
need to develop the more expensive AWS.

•

WMDs and DEP do not object to adding conservation to the definition of AWS.

Discussion Topic: Supplementation
Time ran out before we reached this topic. It will be on the agenda for the next meeting.
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VII.

Plan for Next Meeting
A. Date
Participants agreed to move the next meeting’s date from October 17 to November 19 in
Orlando, from 10 am to 3 pm, location TBA. (Since the meeting, the location has been
confirmed. We will meet at the same facility—Orange County Utilities.)
B. Reminder
The due date for comments on the draft irrigation policy is October 7.
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Appendix E
DEP Draft Irrigation Policy

Draft Policy Statement 09-12-08
Issue: Assuring Efficient Use of Reclaimed Water in Irrigation
•

Florida continues to strongly encourage and promote the reuse of reclaimed water.

•

Reuse is a critical component of meeting the state’s existing and future water supply
needs while sustaining natural systems.

•

Reclaimed water is a valuable water resource. The state goal is to use reclaimed water
as efficiently and effectively as any other water source.

•

Day-of-week and hours-of-the-day irrigation restrictions are important tools, among
others, in assuring that the use of reclaimed water for irrigation is efficient and is not
wasted.

•

It is recognized that different reclaimed water systems will exhibit different levels of
maturity. For example, newer systems often will face challenges in developing their
customer bases and will be inclined to offer incentives for the use of reclaimed water that
are based on unrestricted use. Older, more mature systems will be much more likely to
use efficiency measures in an effort to conserve their resource and to be able to serve
additional customers with their limited supplies.

•

In some cases, day-of-week restrictions on irrigating with reclaimed water may not be
feasible at this time. There can be unintended consequences with regard to
management of wastewater discharges. For example, unless there is a sufficient number
of customers, along with sufficient storage available (or to be constructed), there may be
times of excess reclaimed water, which will require disposal via discharging to surface
water or by deep well injection. It is recognized that the state goal cannot be achieved
immediately for all reclaimed water systems.

•

The burden of demonstrating that compliance with day-of-week restrictions is not
feasible falls on the generator of reclaimed water. The state and water management
districts, in consultation with stakeholders, should develop criteria for determining when
it is not feasible to meet the day-of-week restrictions that other users do. If it is
demonstrated that it is not feasible to comply immediately, there should be a process to
identify the steps needed, and a timetable for those steps to be taken, that will result in
compliance with the state goal of efficient use of reclaimed water in the future.

•

Metering of reclaimed water use and implementation of volume-based rates for
reclaimed water service should be implemented as a means for promoting efficient and
effective use of reclaimed water. According to the Water Reuse for Florida, Strategies
for Effective Use of Reclaimed Water, less than half of Florida’s reclaimed water utilities
currently meter reclaimed water service and employ volume-based user charges.
Reclaimed water should not be viewed as “too cheap to meter.” It is a valuable resource
and consumers need appropriate price signals to balance local supply and demand.
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Draft Policy Statement 09-12-08
•

Water supply utilities are required to develop a water conservation plan when applying
for a new or modified consumptive use permit to withdraw water. The WMDs should
review the conservation plan and ensure that appropriate steps are being taken to
increase the efficiency of use of reclaimed water in order to meet the state goal,
including expansion of the distribution system to include additional customers, additional
storage for reclaimed water, diversification of uses of reclaimed water, and metering and
development of appropriate volume-based rates structures that balance local supply and
demand.

•

The WMDs and DEP can provide cost sharing and other incentives to utilities to
implement metering and volume-based rate structures (e.g., offer loans or grants that
include as a condition the use of metering and volume-based rates, or consider longer
duration permits for utilities that implement reuse efficiency measures).

•

Reclaimed water education programs, and local policies and ordinances regarding
landscaping, should promote the efficient use and conservation of reclaimed water, with
local ordinances concerning irrigation times being consistent with WMD irrigation rules.
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Appendix F
November 19, 2008 Meeting Agenda

Reuse Stakeholders Meeting
Orange County Utilities
9150 Curry Ford Road, Orlando (map on back)
November 19, 2008, 10:00 a.m. – 3:00 p.m.

Agenda
Topic: Continuation of the discussion on reclaimed water issues as they relate to
consumptive use permitting.

1. Welcome (Janet Llewellyn)
2. Summary of September 16 Meeting (Janet)
3. Update on Small Group Regulatory Authority Discussion (Janet)
4. Reuse Coordinating Committee Activities (Shanin Speas-Frost)
5. Draft DEP Irrigation Policy Statement (Janet)
•

Summary of Comments

•

Discussion

6. FWEA Utility Council Proposed Concepts (Alan Oyler)
•

Discussion

7. Indirect Potable Reuse/Groundwater Recharge (SWFWMD)
•

SWFWMD Pilot Project Presentation

8. Next Steps (Janet)

F-1

Appendix G
November 19, 2008 Meeting Summary

3rd Reuse Stakeholders Meeting Summary
Orange County Utilities
9150 Curry Ford Road, Orlando
November 19, 2008, 10:00 a.m. – 3:00 p.m.
I.

Welcome (Janet Llewellyn, DEP)

II.

Summary of Previous Meetings – PowerPoint (Janet)
Janet presented a brief summary of the first and second Reuse Stakeholders meetings,
focusing on issues identified and prioritized at the August 18, 2008 meeting. The top four
topics were: irrigation, regulatory authority, offsets, and supplementation. During the
September 16, 2008 meeting, Janet presented a draft irrigation policy and asked for
attendee comments, and SJRWMD presented proposed rule concepts illustrating how the
draft irrigation policy might be implemented. Janet also led discussions comparing water
reuse requirements among the water management districts, distinguishing between
different uses of the term “offset” (reduced use vs. mitigation), and identifying who should
get credit when an offset is created.
Materials from all three meetings are available on DEP’s reuse web site at:
http://www.dep.state.fl.us/water/reuse/news.htm.

III.

Update on Small Group Regulatory Authority Discussion (Janet)
Janet presented a concept paper discussing how the reclaimed water planning process
could be integrated into the WMDs’ regional water supply planning process. Regional
water supply plans identify areas that are anticipated to need additional water in the next
20 years and ways to obtain that water. Often, more potable water is “created” by using
reclaimed water for non-potable uses, such as irrigation. Utilities that provide reclaimed
water also make plans, sometimes independently, on where it is best to send their
reclaimed water. Sometimes, utilities are contacted to help implement regional water
supply plans after the utilities already have invested money to provide reclaimed water
elsewhere.
The proposed concept is for the WMDs, utilities, and DEP’s Wastewater Program to work
together during the development of regional water supply plans to try to match areas
identified in the plan as needing reclaimed water with utility plans to provide reclaimed
water, before utilities make any capital investment. This new process would be voluntary.
It especially could benefit a utility if their reclaimed water project is listed in the regional
water supply plan, thus making it eligible for alternative water supply funding.
Making this change would require an amendment to Chapter 373.0361(1), F.S. Other
issues that still remain to be worked out include: how augmentation would fit in to this
process, the possibility of regionalization of reclaimed water, and the possibility of
involving interested utilities in the groundwater permitting process.
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IV.

Reuse Coordinating Committee Activities – PowerPoint (Shanin Speas-Frost, DEP)
Shanin described which agencies participate in the Reuse Coordinating Committee and
their roles in reuse, as well as what this informal committee does. She briefly went over a
few topics from the November 18, 2008 Committee meeting to illustrate the kinds of
issues discussed at their semi-annual meetings. The November 18 meeting notes are
available from Shanin. She can be reached at: 850-245-8610 or
shanin.speasfrost@dep.state.fl.us.

V.

Draft DEP Irrigation Policy Statement (Janet)
Janet reviewed the comments received at the September 16 meeting and those submitted
afterwards. There still was not much consensus on the draft policy. Issues that need
further discussion are: the importance of disposal during irrigation, ways to achieve
efficiency other than through day-of-the-week restrictions, stakeholder development of
irrigation restriction criteria, and assistance with the use of ordinances. Two of the
comments received were on the St. Johns River Water Management District’s draft rule
concepts; these were forwarded to that district for their consideration.

VI.

FWEA Utility Council Proposed Concepts - PowerPoint (Alan Oyler, FWEA)
Alan proposed five methods for expanding the availability and efficient use of reclaimed
water. The presentation is available on the web site.
Additional points/clarifications:
•

Utility – District Coordination
o

Attendees agreed that all parties would benefit from continuing to increase
communication between utilities and water management districts. This is
particularly important when trying to match reclaimed water availability with
reclaimed water customers.

o

Some utilities wanted a definition of feasibility. SJRWMD advised that it
was difficult to define many specifics for feasibility and still maintain the
flexibility utilities desire. This district briefly described how evaluating
economic feasibility might work for a golf course reporting reuse is
infeasible. For example, the district would look at what other golf courses
in the area pay for reclaimed water and what fees local courses charge
their customers.

o

SWFWMD mentioned a problem with economic feasibility in their district.
The district’s Governing Board approved a District reclaimed water task
force recommendation that reuse is economically feasible only if it costs
the same as or less than the user’s existing water supply. Attendees
agreed that cost was not the only important component in economic
feasibility. Reclaimed water can cost more than the user’s existing water
supply and still be economically feasible.

o

For implementation, water management districts would need assurances
that utility information on feasibility was accurate. This could involve more
rules and more reporting. In addition, the districts were concerned that
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waiting for provider comments could interfere with the permitting time clock.
To implement this idea, providers would have to commit to a quick turnaround time for their information submittal. There also would have to be a
way to work through situations when permit applicants and reclaimed water
providers could not reach agreement.

•

•

o

Some utilities reminded attendees that their not commenting on the FWEA
proposal did not necessarily mean agreement.

o

Janet asked the water management districts to come up with plans for how
including utility reviews might work in their districts.

Mandatory Reclaimed Water Zones
o

Janet reviewed the pre-emption issue. The districts are concerned about
how their exclusive water use permitting authority relates to these zones.
They want to keep their discretion to use locally available, lower-quality
alternative sources in order to extend reuse elsewhere. To address this
concern, the St. Johns River Water Management District developed
language for inclusion in local ordinances saying that reclaimed water use
is mandatory in these zones, unless the district requires otherwise.

o

SJRWMD pointed out that just because a mandatory reuse zone existed, it
didn’t mean that reuse was inherently feasible in the zone. The feasibility
test still had to be met within the zone. Janet said there was little
experience with feasibility in these zones at present, but the feasibility
issue would have to be considered in the future.

o

Utilities said they needed DEP and local water management district support
in getting local governments to adopt and enforce these ordinances. The
FWEA asked the water management districts to support these zones by
limiting permit exemptions (for domestic wells) from reclaimed water use
and by not allowing the drilling of new private wells in the designated
zones. Some attendees pointed out that domestic uses of water are
exempt from the district’s permitting requirements, and therefore cannot be
restricted through consumptive use permitting. However, the districts could
limit irrigation wells in these areas or place conditions on the types of wells.

o

There was general support for the FWEA’s concepts except in the few
cases where the water management district knows an alternate, lower
quality source of water is available.

Irrigation Education
o

•

Attendees agreed that more work on this topic is needed. This includes
teaching homeowners how to properly use their irrigation systems.

Offsets
o

Offset credits make sense only where potable quality water availability is
capped or limited.
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o

There is agreement that the entity taking action reduce potable water use
(usually the reclaimed water provider) gets the credit.

o

FWEA said the term “statewide” meant there would be statewide
consistency among the water management districts—not that there would
be a statewide rule.

o Offset credits are not retroactive. Some utilities disagree and wanted to get
credit for past offsets they created.

•

o

There was much discussion on the concept of irrevocable credits. Florida
water law does not allow water management districts to convey permanent
water rights. Still, how long credits last is important because utilities plan to
use offset credits not only in the present, but also in the future as part of
their Master Water Plans. This planned use can extend beyond the current
permit period. Utilities want assurance they will not lose the credit, if they
are going to make the initial capital investment in reclaimed water. FWEA
suggested perhaps the entity receiving the credit should get a “first right of
refusal” during permit renewal.

o

Allowing reclaimed water providers to keep credits for future use raises
additional questions: When does a credit become water banking? Does
Florida want to develop a water market?

o

Some attendees didn’t want an applicant to receive an “entitlement” to
reclaimed water through the consumptive use permitting process.

o

SWFWMD stated that the FWEA proposal did not include the idea that an
offset could be used to benefit the environment.

o

SJRWMD was concerned that reclaimed water use should not become a
justification for allowing an increase in per capita use.

o

Attendees agreed that stakeholders need to move forward on creating a
consistent framework for the use of offsets. DEP suggested that the 2009
timeframe may be too ambitious.

Goal-based Conservation Plans
o

FWEA indicated the statutory requirement to provide reasonable assurance
that the goal-based plan will achieve effective water conservation at least
as well as the local water management district’s standard requirements, as
written, created an impediment to utilities’ using the Conserve Florida
Guide to develop goal-based plans. Meeting this requirement can be
interpreted to necessitate development of both a goal-based plan and a
standard water conservation plan for comparison, and either doubles the
work needed for plan development (if two plans are developed) or prevents
a meaningful comparison (if only one plan is developed). DEP explained
the statutory language was intended to prevent the state from losing
ground in the reuse progress Florida already had made, but a quantitative
comparison is usually not feasible. Some utilities thought water
management district permit reviewers were not familiar with “goal-based”
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plans; consequently, they steered applicants toward using the standard
district plan.

VII.

o

Many attendees, including both utilities and districts, could not define the
term “goal-based.” They suggested the term was a misnomer and should
be replaced by a different term indicating flexibility. There was no
agreement on a replacement term.

o

Some water management districts summarized Guide use within their
districts. SJRWMD supports goal-based plans, but they struggle with the
meaning of “goal-based.” They understand the need for plan flexibility, but
also need a comparison standard for evaluating goal-based plans. SFWMD
is working out some kinks in using the Guide. SWFWMD does not have
consensus in using the Guide. Their Governing Board wants utilities to use
all feasible ways to conserve water.

Indirect Potable Reuse/Groundwater Recharge (Mark Barcelo, SWFWMD)
Mark presented the details of an aquifer recharge feasibility study SWFWMD is
undertaking to assess the feasibility of recharging the Upper Floridan Aquifer to
improve the aquifer and create future groundwater withdrawals. Attendees are
very much interested in seeing the results, when they are available. The
presentation is available on the web site.

VIII. Next Steps (Janet)
Janet stated that this was the last of the planned meetings. The discussions on the
unresolved topics will continue through other forums.
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Appendix H
Reclaimed Water – Regional Water Supply Planning Integration

Key concepts and legislative amendment for how reclaimed water planning
process should integrate with the RWSP process
Draft 11/04/08

Key concepts:
I.

Expansion of RWSP Participants
a. Within the current WMD regional water supply planning (RWSP) process,
increase the scope of participants to enable an enhanced focus on reclaimed water,
to include direct participation of DEP wastewater and reclaimed water regulatory
program staff, and wastewater utilities willing to participate.
b. The participation of DEP’s wastewater and reclaimed water regulatory program
staff with the water management districts staff will better enable, at a planning
level, identification of regulatory criteria and issues to anticipate in permitting in
order to yield inclusion of reclaimed water project options that are more likely to
satisfy district and DEP permit requirements.

II.

Advantages of Participation
The wastewater utilities who participate will have the advantage of proposing their

specific project options for the future, for possible inclusion on the list of alternative water
supply (AWS) project options in the RWSP.

Inclusion of the projects would confer the same

status and benefits as other AWS projects (potential AWS funding from WPSP, public interest
presumption).
III.

Coordination and Identification of Feasible Water Supply Development Options
This planning process should enable coordination with water managements to develop

projects that help match available reclaimed water supplies with reasonable-beneficial uses and
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other potentially achievable water resource benefits (e.g. water supply, water quality,
environmental) and thereby identify water supply development project options for inclusion in
the RWSP. The RWSP should also, on a planning level, identify those reclaimed water reuse
based water supply development project options that appear to be permittable and financially and
technically feasible.
IV.

Key information used in this planning process:
a. inventory of reclaimed water supplies by location (current and projected for 20
year planning horizon)
b. uses of reclaimed water by WWTP location, currently and as proposed by
wastewater utilities over the 20 year planning horizon
c. inventory of potential water supply demands by location, that could potentially be
met by existing or projected reclaimed water supplies over the 20 year planning
horizon
d. inventory of specific proposals for water supply development projects that could
be implemented by utilities to create more water supply by use of reclaimed water
e. master facility plans, other planning studies already conducted, and existing
reclaimed water contracts between utilities and users regarding availability and
use of reclaimed water within the planning area
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Proposed statutory amendment to 373.0361(1) necessary to implement the app
roach outline above:
373.0361 Regional water supply planning.—
(1) The governing board of each water management district shall conduct water
supply planning for any water supply planning region within the district identified in the
appropriate district water supply plan under s. 373.036, where it determines that existing
sources of water are not adequate to supply water for all existing and future reasonablebeneficial uses and to sustain the water resources and related natural systems for the
planning period. The planning must be conducted in an open public process, in
coordination and cooperation with local governments, regional water supply authorities,
government-owned and privately owned water and wastewater utilities,
multijurisdictional water supply entities, self-suppliers, the department, and other
affected and interested parties. The districts shall actively engage in public education and
outreach to all affected local entities and their officials, as well as members of the public,
in the planning process and in seeking input. During preparation, but prior to completion
of the regional water supply plan, the district must conduct at least one public workshop
to discuss the technical data and modeling tools anticipated to be used to support the
regional water supply plan. The district shall also hold several public meetings to
communicate the status, overall conceptual intent, and impacts of the plan on existing and
future reasonable-beneficial uses and related natural systems. During the planning
process, a local government may choose to prepare its own water supply assessment to
determine if existing water sources are adequate to meet existing and projected
reasonable-beneficial needs of the local government while sustaining water resources and
related natural systems. The local government shall submit such assessment, including
the data and methodology used, to the district. The district shall consider the local
government's assessment during the formation of the plan. A determination by the
governing board that initiation of a regional water supply plan for a specific planning
region is not needed pursuant to this section shall be subject to s. 120.569. The governing
board shall reevaluate such a determination at least once every 5 years and shall initiate a
regional water supply plan, if needed, pursuant to this subsection.
(2) Each regional water supply plan shall be based on at least a 20-year planning
period and shall include, but need not be limited to:
(a) A water supply development component for each water supply planning region
identified by the district which includes:
1. A quantification of the water supply needs for all existing and future reasonablebeneficial uses within the planning horizon. The level-of-certainty planning goal
associated with identifying the water supply needs of existing and future reasonablebeneficial uses shall be based upon meeting those needs for a 1-in-10-year drought event.
Population projections used for determining public water supply needs must be based
upon the best available data. In determining the best available data, the district shall
consider the University of Florida's Bureau of Economic and Business Research (BEBR)
medium population projections and any population projection data and analysis submitted
by a local government pursuant to the public workshop described in subsection (1) if the
data and analysis support the local government's comprehensive plan. Any adjustment
of or deviation from the BEBR projections must be fully described, and the original
BEBR data must be presented along with the adjusted data.
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2. A list of water supply development project options, including traditional and
alternative water supply project options, from which local government, governmentowned and privately owned utilities, regional water supply authorities, multijurisdictional
water supply entities, self-suppliers, and others may choose for water supply
development. In addition to projects listed by the district, such users may propose
specific projects for inclusion in the list of alternative water supply projects. If such users
propose a project to be listed as an alternative water supply project, the district shall
determine whether it meets the goals of the plan, and, if so, it shall be included in the list.
The total capacity of the projects included in the plan shall exceed the needs identified in
subparagraph 1. and shall take into account water conservation and other demand
management measures, as well as water resources constraints, including adopted
minimum flows and levels and water reservations. Where the district determines it is
appropriate, the plan should specifically identify the need for multijurisdictional
approaches to project options that, based on planning level analysis, are appropriate to
supply the intended uses and that, based on such analysis, appear to be permittable and
financially and technically feasible. The list of water supply development options must
contain provisions that recognize that alternative water supply options for agricultural
self-suppliers are limited.
3. For each project option identified in subparagraph 2., the following shall be
provided:
a. An estimate of the amount of water to become available through the project.
b. The timeframe in which the project option should be implemented and the
estimated planning-level costs for capital investment and operating and maintaining the
project.
c. An analysis of funding needs and sources of possible funding options. For
alternative water supply projects the water management districts shall provide funding
assistance in accordance with s. 373.1961(3).
d. Identification of the entity that should implement each project option and the
current status of project implementation.
(b) A water resource development component that includes:
1. A listing of those water resource development projects that support water supply
development.
2. For each water resource development project listed:
a. An estimate of the amount of water to become available through the project.
b. The timeframe in which the project option should be implemented and the
estimated planning-level costs for capital investment and for operating and maintaining
the project.
c. An analysis of funding needs and sources of possible funding options.
d. Identification of the entity that should implement each project option and the
current status of project implementation.
(c) The recovery and prevention strategy described in s. 373.0421(2).
(d) A funding strategy for water resource development projects, which shall be
reasonable and sufficient to pay the cost of constructing or implementing all of the listed
projects.
(e) Consideration of how the project options addressed in paragraph (a) serve the
public interest or save costs overall by preventing the loss of natural resources or
avoiding greater future expenditures for water resource development or water supply
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development. However, unless adopted by rule, these considerations do not constitute
final agency action.
(f) The technical data and information applicable to each planning region which are
necessary to support the regional water supply plan.
(g) The minimum flows and levels established for water resources within each
planning region.
(h) Reservations of water adopted by rule pursuant to s. 373.223(4) within each
planning region.
(i) Identification of surface waters or aquifers for which minimum flows and levels
are scheduled to be adopted.
(j) An analysis, developed in cooperation with the department, of areas or instances in
which the variance provisions of s. 378.212(1)(g) or s. 378.404(9) may be used to create
water supply development or water resource development projects.
(3) The water supply development component of a regional water supply plan which
deals with or affects public utilities and public water supply for those areas served by a
regional water supply authority and its member governments within the boundary of the
Southwest Florida Water Management District shall be developed jointly by the authority
and the district. In areas not served by regional water supply authorities, or other
multijurisdictional water supply entities, and where opportunities exist to meet water
supply needs more efficiently through multijurisdictional projects identified pursuant to
paragraph (2)(a), water management districts are directed to assist in developing
multijurisdictional approaches to water supply project development jointly with affected
water utilities, special districts, and local governments.
(4) The South Florida Water Management District shall include in its regional water
supply plan water resource and water supply development projects that promote the
elimination of wastewater ocean outfalls as provided in s. 403.086(9).
(5) Governing board approval of a regional water supply plan shall not be subject to
the rulemaking requirements of chapter 120. However, any portion of an approved
regional water supply plan which affects the substantial interests of a party shall be
subject to s. 120.569.
(6) Annually and in conjunction with the reporting requirements of s. 373.536(6)(a)4.,
the department shall submit to the Governor and the Legislature a report on the status of
regional water supply planning in each district. The report shall include:
(a) A compilation of the estimated costs of and potential sources of funding for water
resource development and water supply development projects as identified in the water
management district regional water supply plans.
(b) The percentage and amount, by district, of district ad valorem tax revenues or
other district funds made available to develop alternative water supplies.
(c) A description of each district's progress toward achieving its water resource
development objectives, including the district's implementation of its 5-year water
resource development work program.
(d) An assessment of the specific progress being made to implement each alternative
water supply project option chosen by the entities and identified for implementation in
the plan.
(e) An overall assessment of the progress being made to develop water supply in each
district, including, but not limited to, an explanation of how each project, either
alternative or traditional, will produce, contribute to, or account for additional water
being made available for consumptive uses, an estimate of the quantity of water to be
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produced by each project, and an assessment of the contribution of the district's regional
water supply plan in providing sufficient water to meet the needs of existing and future
reasonable-beneficial uses for a 1-in-10 year drought event, as well as the needs of the
natural systems.
(7) Nothing contained in the water supply development component of a regional
water supply plan shall be construed to require local governments, government-owned or
privately owned water utilities, special districts, self-suppliers, regional water supply
authorities, multijurisdictional water supply entities, or other water suppliers to select a
water supply development project identified in the component merely because it is
identified in the plan. Except as provided in s. 373.223(3) and (5), the plan may not be
used in the review of permits under part II unless the plan or an applicable portion thereof
has been adopted by rule. However, this subsection does not prohibit a water
management district from employing the data or other information used to establish the
plan in reviewing permits under part II, nor does it limit the authority of the department
or governing board under part II.
(8) Where the water supply component of a water supply planning region shows the
need for one or more alternative water supply projects, the district shall notify the
affected local governments and make every reasonable effort to educate and involve local
public officials in working toward solutions in conjunction with the districts and, where
appropriate, other local and regional water supply entities.
(a) Within 6 months following approval or amendment of its regional water supply
plan, each water management district shall notify by certified mail each entity identified
in sub-subparagraph (2)(a)3.d. of that portion of the plan relevant to the entity. Upon
request of such an entity, the water management district shall appear before and present
its findings and recommendations to the entity.
(b) Within 1 year after the notification by a water management district pursuant to
paragraph (a), each entity identified in sub-subparagraph (2)(a)3.d. shall provide to the
water management district written notification of the following: the alternative water
supply projects or options identified in paragraph (2)(a) which it has developed or intends
to develop, if any; an estimate of the quantity of water to be produced by each project;
and the status of project implementation, including development of the financial plan,
facilities master planning, permitting, and efforts in coordinating multijurisdictional
projects, if applicable. The information provided in the notification shall be updated
annually, and a progress report shall be provided by November 15 of each year to the
water management district. If an entity does not intend to develop one or more of the
alternative water supply project options identified in the regional water supply plan, the
entity shall propose, within 1 year after notification by a water management district
pursuant to paragraph (a), another alternative water supply project option sufficient to
address the needs identified in paragraph (2)(a) within the entity's jurisdiction and shall
provide an estimate of the quantity of water to be produced by the project and the status
of project implementation as described in this paragraph. The entity may request that the
water management district consider the other project for inclusion in the regional water
supply plan.
(9) For any regional water supply plan that is scheduled to be updated before
December 31, 2005, the deadline for such update shall be extended by 1 year.
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Appendix I
FWEA Utility Council Presentation

Tools for Promoting the Efficient &
Effective Reuse of Reclaimed Water
Reclaimed Water Policy Workshop
November 19, 2008
Florida Water Environment Association

Introduction
• Basic Concepts
– FWEA UC, DEP, & WMDs all share the goal
of promoting the efficient and effective reuse
of reclaimed water.
– Reclaimed water is a valuable resource, and
only through thoughtful deliberation and
cooperative policy development can we
realize its full potential.

Policy Goals
• Five proposed policy tools designed to…
– Expand the availability of reclaimed water for
reuse
– Add new agricultural, industrial, commercial,
and residential reclaimed water customers
– Decrease stress on Florida’s potable water
supplies
– Achieve efficient and effective reuse without
eroding a utility’s ability to make local
operational decisions
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Proposed Policy Tools
1. Increase Utility - Water Management
District Coordination
2. Mandatory Reclaimed Water Zones
3. Irrigation Education
4. Offsets Using Reclaimed Water
5. Goal-Based Water Conservation Plans

Utility-WMD Coordination
• Basic Concept: Policies should be in place to

ensure that when a reclaimed water provider
makes reclaimed water available, the applicable
WMD will direct consumptive use permit
applicants to use that reclaimed water.

• Action: Provide procedures to ensure that when
considering a consumptive use permit
application, district staff will communicate with
the local reclaimed water provider to determine
whether reclaimed water is available.

Utility-WMD Coordination
• How it would work:

– Reclaimed water provider provides info to the WMD identifying
the locations and quantities of available reclaimed water.
– WMD considers that information when evaluating the ability to
use reclaimed water as part of the review of a consumptive use
permit application.
– If the consumptive use permit applicant provides analysis
concluding that using reclaimed water is not feasible, then the
WMD transmits that analysis to the reclaimed water provider for
comment.
– If the WMD ultimately determines that reclaimed water cannot
be used, then the staff report for the permit application to the
governing board explains that decision and a copy of the
explanation is provided to the reclaimed water provider for
review and comment.
– Any comments from the reclaimed water provider then
presented to the Governing Board.

I-2

Mandatory Reclaimed Water Zones
• Basic Concept: Local governments need

enhanced authority to direct water users away
from traditional water supplies to available
reclaimed water supplies.

• Action: Empower local governments to

designate mandatory reclaimed water zones in
areas where the reclaimed water provider has
committed to provide reclaimed water for
applicable non-potable water uses.

Mandatory Reclaimed Water Zones
• How it would work:
– Local government establishes a mandatory
reclaimed water zone.
– Applicable WMD directs consumptive use
permit applicants to use that reclaimed water,
absent an affirmative demonstration by the
permit applicant that reclaimed water is not
appropriate for their proposed water use.
– WMDs limit exemptions or general permits for
private wells in mandatory reclaimed water
zones.

Irrigation Education
• Basic Concept: Ordinances and rules restricting
residential irrigation are difficult to enforce, and
the public is less likely to follow good irrigation
practices if the value of these practices is not
understood.

• Action: DEP, WMDs, and reclaimed water

providers should expand coordinated efforts to
educate the public that all water resources have
value and should be used efficiently and
effectively.
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Irrigation Education
• How it would work:
– A consistent message from state, regional, and local
government entities can reduce per capita water use in
Florida.
– The education initiative should include explaining the
water supply challenges facing many areas of our state,
the benefits of using Florida-friendly landscapes, and
what it means to “irrigate efficiently.”
– Regulatory agencies and local governments should
consider increasing funds for currently underfunded
initiatives, such as the Mobile Irrigation Labs program.

Offsets Using Reclaimed Water
• Basic Concept: A regulatory program is
needed facilitate the efficient and effective
use of reclaimed water as well as promote
smart growth in water restricted areas.

• Action: Establish a regulatory program to
promote the use of reclaimed water as a
replacement for existing water uses and
as a mitigation tool.

Offsets Using Reclaimed Water
• Attributes:
– A statewide regulatory framework is needed to
promote consistency among the districts and provide
regulatory certainty to reclaimed water providers;
– The entity creating the reduction or mitigation should
get the credit for the offset; and
– The offset credit to the utility should be irrevocable as
long as the offset still exists.

• Let’s get moving:
– Rule development workshops beginning in Spring
2009 with the goal of having statewide offset rules in
place by December 2009.
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Goal-Based Water Conservation Plans
• Basic Concept: Wastewater treatment utilities
and reclaimed water providers should be
encouraged to adopt progressive policies and
utilize flexible innovative tools to promote the
efficient and effective reuse of reclaimed water.
• Action: Update the Conserve Florida program
and underlying statute to facilitate the efficient
and effective use of reclaimed water; remove
unintentional statutory hurdles to promote the
use of goal-based water conservation plans.

Goal-Based Water Conservation Plans
• How it would work (part 1):
– In 2004, the Florida Legislature enacted § 373.227,
F.S., which empowers public water supply utilities to
“propose a goal-based water conservation plan that is
tailored to its individual circumstances.”
– Update the program to recognize actions designed to
increase the efficient and effective use of reclaimed
water, including reclaimed water irrigation restrictions,
volumetric metering, efficient augmentation, and other
proposed beneficial actions.

Goal-Based Water Conservation Plans
• How it would work (part 2):
– The statute requires that the “utility must provide
reasonable assurance that the [goal-based] plan will
achieve effective water conservation at least as well
as the water conservation requirements adopted by
the water management district.” § 373.227(4), F.S.
– This well-intended statutory requirement impedes the
use of goal-based plans, because one cannot make a
meaningful comparison between the two programs.
– Revise statutory language to ensure robust plans but
avoid requiring goal-based / standard plan
comparisons.
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Discussion
• Questions
• Next Steps…
Florida Water Environment Association
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WWE/yϭ

&RQQHFWLQJ5HXVHDQG:DWHU8VH
$5HSRUWRIWKH5HXVH6WDNHKROGHUV0HHWLQJV

)ORULGD'HSDUWPHQWRI(QYLURQPHQWDO3URWHFWLRQ
)HEUXDU\



,QWURGXFWLRQ

5HXVHRIUHFODLPHGZDWHULVFUXFLDOWRPHHWLQJ)ORULGD¶VIXWXUHZDWHUGHPDQGV:DWHUUHXVH
LQYROYHVWDNLQJGRPHVWLFZDVWHZDWHUJLYLQJLWDKLJKGHJUHHRIWUHDWPHQWDQGXVLQJWKHUHVXOWLQJ
KLJKTXDOLW\UHFODLPHGZDWHUDVDVXEVWLWXWHIRUVXUIDFHRUJURXQGZDWHURUIRUDQHZEHQHILFLDO
SXUSRVH5HXVHKHOSVFRQVHUYHSRWDEOHZDWHUVXSSOLHVE\UHSODFLQJSRWDEOHZDWHUIRUFHUWDLQ
QRQSRWDEOHXVHV,QDGGLWLRQUHFODLPHGZDWHUFDQKHOSUHFKDUJHJURXQGZDWHUVXSSOLHV8VHG
HIIHFWLYHO\UHFODLPHGZDWHUFDQSOD\DVLJQLILFDQWUROHLQPHHWLQJWKHZDWHUGHPDQGVWKDWDUH
SURMHFWHGWRJURZE\WZRELOOLRQJDOORQVDGD\EHWZHHQDQG,QVRPHDUHDVRIWKH
6WDWHUHXVHRIUHFODLPHGZDWHUDOVRSURWHFWVZDWHUTXDOLW\E\UHGXFLQJWKHGLVFKDUJHRIWUHDWHG
ZDVWHZDWHULQWRZDWHUERGLHV
,Q)ORULGD V:DWHU5HXVH3URJUDPZDVWKHILUVWUHFLSLHQWRIWKH86(QYLURQPHQWDO
3URWHFWLRQ$JHQF\:DWHU(IILFLHQF\/HDGHU$ZDUG,Q)ORULGDOHGWKHQDWLRQLQUHXVH
XVLQJDERXWPLOOLRQJDOORQVDGD\ PJG RIUHFODLPHGZDWHUWRIRUDEHQHILFLDOSXUSRVH$
WRWDORIODUJHGRPHVWLFZDVWHZDWHUWUHDWPHQWIDFLOLWLHVPDGHUHFODLPHGZDWHUDYDLODEOHIRU
UHXVH7KHVHIDFLOLWLHVVHUYHGUHXVHV\VWHPV

+RZHYHU)ORULGDUHDOL]HVRQO\DIUDFWLRQRIUHXVHRSSRUWXQLWLHV,QDWRWDORIODUJH
GRPHVWLFZDVWHZDWHUWUHDWPHQWIDFLOLWLHVGLGQRWSURYLGHUHXVHRIDQ\NLQG7KHVHXQXVHG
FDSDFLWLHVKDYHWKHSRWHQWLDOWRH[SDQGWKHDYDLODELOLW\RIUHFODLPHGZDWHULQWKHVWDWH7KH
/HJLVODWXUHHQDFWHGOHJLVODWLRQWKDWSURKLELWVRFHDQGLVFKDUJHRIWUHDWHGZDVWHZDWHUE\
H[FHSWDVDEDFNXSWRDUHXVHV\VWHP6L[W\SHUFHQWRIWKHZDWHUFXUUHQWO\EHLQJGLVFKDUJHGLQ
RFHDQRXWIDOOVZLOOKDYHWREHUHXVHGIRUDEHQHILFLDOSXUSRVHLQFUHDVLQJUHFODLPHGZDWHUXVHE\
DWOHDVWPJGE\7KH)ORULGD'HSDUWPHQWRI(QYLURQPHQWDO3URWHFWLRQ 'HSDUWPHQWRU
'(3 DQGWKHZDWHUPDQDJHPHQWGLVWULFWV :0'V DUHFRPPLWWHGWRSURPRWLQJHIILFLHQWDQG
HIIHFWLYHZDWHUPDQDJHPHQWWRKHOSFRQVHUYHWKH6WDWH¶VQDWXUDOUHVRXUFHV5HXVHLVDQ
LPSRUWDQWSDUWRIWKLVFRPPLWPHQW

7KHGURXJKWKLJKOLJKWHGWKHQHHGWRXVHDOOVRXUFHVRIZDWHUHIILFLHQWO\$VDGURXJKW
UHVLVWDQWVRXUFHUHFODLPHGZDWHULVDQLPSRUWDQWSDUWRIWKHPL[RIDOWHUQDWLYHVXSSOLHVRIZDWHU
WKDWFDQKHOSPHHWJURZLQJGHPDQGVGXULQJYDULDEOHFOLPDWHFRQGLWLRQV7KHQHHGWRVXSSOHPHQW
UHFODLPHGZDWHUGXULQJWLPHVRIGURXJKWKRZHYHUFDQLQFUHDVHVHDVRQDOGHPDQGVIRUSRWDEOH
ZDWHU5HFODLPHGZDWHUVKRXOGDOVREHUHFRJQL]HGDVDYDOXDEOHFRPPRGLW\IRUZKLFKWKHUHDUH
GHPDQGVWKDWPD\H[FHHGWKHVXSSO\UHVXOWLQJLQWKHQHHGIRUHIILFLHQWXVH

'XULQJWKHOHJLVODWLYHVHVVLRQDQXPEHURIUHXVHLVVXHVSURPSWHGSURSRVHGOHJLVODWLRQ
7KHSURSRVDOVUDLVHGVHYHUDODUHDVRIFRQFHUQUHJDUGLQJWKHUHVSHFWLYHUROHVRIORFDO
JRYHUQPHQWVXWLOLWLHVDQGWKHZDWHUPDQDJHPHQWGLVWULFWVUHODWHGWRUHFODLPHGZDWHU,QOLHXRI




OHJLVODWLRQWKH'HSDUWPHQWZLWKLQSXWSURYLGHGE\LQWHUHVWHGSDUWLHVDQGVWDNHKROGHUVDJUHHGWR
UHYLHZHPHUJLQJUHFODLPHGZDWHULVVXHVSDUWLFXODUO\WKRVHUHODWHGWRWKHUHJXODWLRQRIUHXVH
XQGHUWKHFRQVXPSWLYHXVHSHUPLWWLQJSURJUDP7KH'HSDUWPHQWKHOGWKUHHSXEOLFPHHWLQJVWR
GLVFXVVLPSHGLPHQWVLQFHQWLYHVSROLF\FODULILFDWLRQVDQGFRQFHUQVUHJDUGLQJUHFODLPHGZDWHU
LVVXHVDVWKH\UHODWHWRFRQVXPSWLYHXVHSHUPLWWLQJDQGUHJLRQDOZDWHUVXSSO\SODQQLQJ7KH
'HSDUWPHQWPXFKDSSUHFLDWHVWKHLQSXWSURYLGHGE\DOOZKRSDUWLFLSDWHG3DUWLFXODUWKDQNVDUH
H[WHQGHGIRUWKHSDUWLFLSDWLRQDQGDVVLVWDQFHRIWKH)ORULGD6HFWLRQRIWKH$PHULFDQ:DWHU
:RUNV$VVRFLDWLRQDQGWKH)ORULGD:DWHU(QYLURQPHQW$VVRFLDWLRQ ):($ LQFOXGLQJWKH
):($8WLOLW\&RXQFLODQGWKHZDWHUPDQDJHPHQWGLVWULFWV

$OOSDUWLHVDJUHHGWKDWWKHJRDORIWKHZRUNVKRSVZDVWRGHYHORSVSHFLILFLGHDVRQKRZWR
HQKDQFHDQGSURPRWHWKHXVHRIUHFODLPHGZDWHULQUHODWLRQWRFRQVXPSWLYHXVHSHUPLWWLQJ
SROLFLHV0HHWLQJDWWHQGHHVLQFOXGHGUHSUHVHQWDWLYHVIURPWKH'HSDUWPHQWWKHILYHZDWHU
PDQDJHPHQWGLVWULFWVORFDOJRYHUQPHQWXWLOLWLHVDQGRWKHUSDUWLHVZLWKLQWHUHVWLQUHXVH(DFK
PHHWLQJEXLOWRQGLVFXVVLRQVIURPWKHSUHYLRXVPHHWLQJV7KHUHZDVFRQVHQVXVRQVRPHEXWQRW
DOOWRSLFV)RUWKRVHWRSLFVRQZKLFKVWDNHKROGHUVFRQWLQXHGWRKDYHGLIIHUHQWYLHZVWKH
H[FKDQJHLPSURYHGXQGHUVWDQGLQJRIRWKHUYLHZSRLQWV$WWHQGHHVH[SUHVVHGLQWHUHVWLQ
FRQWLQXLQJGLVFXVVLRQVLQRWKHUFROODERUDWLYHIRUXPV

7KHVHFWLRQVEHORZSURYLGHDQRYHUYLHZRIWKHZRUNVKRSVKHOGWKHLVVXHVGLVFXVVHGDQGWKH
UHFRPPHQGDWLRQVWKDWUHIOHFWWKHJHQHUDOFRQVHQVXVRIWKHVWDNHKROGHUV


7KH7KUHH:RUNVKRSV

$WWKH$XJXVWPHHWLQJ DJHQGDDQGPHHWLQJVXPPDU\LQ$SSHQGLFHV$DQG% '(3
DVNHGDWWHQGHHVWRLGHQWLI\DQGSULRULWL]HUHXVHLVVXHVDQGFRQFHUQVIRUGLVFXVVLRQ7KHHLJKW
PDMRUFDWHJRULHVLQSULRULW\RUGHUZHUH

 5HJXODWRU\$XWKRULW\
 2IIVHWV
 ,UULJDWLRQ
 6XSSOHPHQWDWLRQ $XJPHQWDWLRQ 
 )XQGLQJ
 2SWLPL]DWLRQRI5HVRXUFH
 $TXLIHU6WRUDJHDQG5HFRYHU\$TXLIHU5HFKDUJH,QGLUHFW3RWDEOH5HXVH
 0DQGDWRU\5HXVH=RQHV

7KHVHWRSLFVRYHUODSPHDQLQJWKDWGLVFXVVLRQRIRQHWRSLFRIWHQLQYROYHVGLVFXVVLRQRIRWKHUV
7KH'HSDUWPHQWDOVRDVNHGDWWHQGHHVWRLGHQWLI\JHQHUDOSULQFLSOHVWKDWDOOFRXOGDJUHHRQHYHQ
LIWKHSULQFLSOHFRXOGQRWEHLPSOHPHQWHGDWWKLVWLPH$WWHQGHHVDJUHHGRQWZHOYHJHQHUDO
SULQFLSOHV $SSHQGL[% DQGVHOHFWHG³2SWLPL]HXVHRIUHFODLPHGZDWHUWRDFKLHYHZDWHU
UHVRXUFHJRDOV´DVWKHRYHUDUFKLQJSULQFLSOH 3RZHU3RLQWSUHVHQWDWLRQVDUHDYDLODEOHRQOLQHDW
KWWSZZZGHSVWDWHIOXVZDWHUUHXVHQHZVKWP 


$WWKH6HSWHPEHUPHHWLQJ DJHQGDDQGPHHWLQJVXPPDU\LQ$SSHQGLFHV&DQG' 
DWWHQGHHVGLVFXVVHGWKHWRSWKUHHFDWHJRULHVLGHQWLILHGDWWKHSUHYLRXVPHHWLQJ7KH'HSDUWPHQW





SUHVHQWHGDGUDIWGRFXPHQWRQLUULJDWLRQSROLFLHV $SSHQGL[( DQGDVNHGIRUDWWHQGHHFRPPHQWV
7KH6W-RKQV5LYHU:DWHU0DQDJHPHQW'LVWULFW 6-5:0' SUHVHQWHGGUDIWUXOHFRQFHSWV
VKRZLQJKRZ'(3¶VGUDIWLUULJDWLRQSROLF\PLJKWEHLPSOHPHQWHGIRULUULJDWLRQZDWHUXVHLQWKHLU
GLVWULFW7KH'HSDUWPHQWDOVROHGGLVFXVVLRQVFRPSDULQJZDWHUUHXVHUHTXLUHPHQWVDPRQJWKH
ZDWHUPDQDJHPHQWGLVWULFWVDQGGLVWLQJXLVKLQJEHWZHHQGLIIHUHQWXVHVRIWKHWHUP³RIIVHW´$
PDMRUXWLOLW\FRQFHUQZDVLGHQWLI\LQJZKRZRXOGJHWWKH³FUHGLW´ZKHQDQRIIVHWZDVFUHDWHG
3RZHU3RLQWSUHVHQWDWLRQVDUHDYDLODEOHRQOLQH 

$WWKH1RYHPEHUPHHWLQJ DJHQGDDQGPHHWLQJVXPPDU\DUHLQ$SSHQGLFHV)DQG* 
'(3SUHVHQWHGDGUDIWSURSRVDOWRFRQQHFWWKHUHFODLPHGZDWHUSODQQLQJSURFHVVRIXWLOLWLHVPRUH
FORVHO\ZLWKWKHUHJLRQDOZDWHUVXSSO\SODQQLQJSURFHVVXQGHUWDNHQE\WKHZDWHUPDQDJHPHQW
GLVWULFWV $SSHQGL[+ 7KH'HSDUWPHQWDOVRVXPPDUL]HGWKHFRPPHQWVRQWKHGUDIWLUULJDWLRQ
SROLF\SUHVHQWHGDWWKH6HSWHPEHUPHHWLQJDQGJDYHDQXSGDWHRQWKHDFWLYLWLHVRIWKHVWDWHZLGH
5HXVH&RRUGLQDWLQJ&RPPLWWHH7KH):($8WLOLW\&RXQFLOSUHVHQWHGDVHWRIVXJJHVWHGWRROV
IRUSURPRWLQJHIILFLHQWUHFODLPHGZDWHUXVHDORQJZLWKSURSRVHGPHWKRGVIRULPSOHPHQWDWLRQ
$SSHQGL[, 7KH6RXWKZHVW)ORULGD:DWHU0DQDJHPHQW'LVWULFW 6:):0' PDGHD
SUHVHQWDWLRQRQDSODQQHGSLORWSURMHFWXVLQJUHFODLPHGZDWHUIRUDTXLIHUUHFKDUJH 2WKHU
3RZHU3RLQWSUHVHQWDWLRQVDUHDYDLODEOHRQOLQH 


.H\,VVXHV

$WWKHWKUHHPHHWLQJVUHXVHVWDNHKROGHUVUHDFKHGFRQVHQVXVRQVRPHLVVXHVDQGDJUHHG
GLVFXVVLRQVQHHGHGWRFRQWLQXHRQRWKHUV&RQWLQXHGGLDORJDPRQJXWLOLWLHV'(3:0'
UHJXODWRUV:0'ZDWHUVXSSO\SODQQHUVDQGZDWHUXVHUVRQWKHVHWRSLFVLVLPSRUWDQWWRSURPRWH
UHXVHWKURXJKRXW)ORULGD

$EULHIVXPPDU\RIWKHLVVXHVGLVFXVVHGLVJLYHQEHORZ

5HJXODWRU\$XWKRULW\

 ,VVXHV5HJXODWRU\DXWKRULW\RYHUODSVPDQ\LVVXHVSDUWLFXODUO\LUULJDWLRQDQGPDQGDWRU\
UHXVH]RQHV,WTXLFNO\EHFDPHDSSDUHQWWKDWWKHWKUHHVWDNHKROGHUPHHWLQJVZRXOGQRWEH
DEOHWRUHVROYHGLIIHUHQWYLHZVRQWKHUHVSHFWLYHDXWKRULW\RYHUUHFODLPHGZDWHUKHOGE\
ZDWHUXWLOLWLHVORFDOJRYHUQPHQWVWKHZDWHUPDQDJHPHQWGLVWULFWVDQG'(37KH
IXQGDPHQWDOGLIIHUHQFHEHWZHHQVRPHRIWKHXWLOLWLHVDQGWKHUHJXODWRUVLVWKDWPDQ\
XWLOLWLHVYLHZUHFODLPHGZDWHUDVDSURGXFWWKH\FUHDWHDQGRYHUZKLFKWKH\VKRXOGKDYH
VROHGLVFUHWLRQDU\XVHDQGFRQWURO7KHZDWHUPDQDJHPHQWGLVWULFWV¶YLHZLVWKDW
UHFODLPHGZDWHUIDOOVXQGHUWKHOHJLVODWLYHJUDQWRIMXULVGLFWLRQWRUHJXODWHWKH
FRQVXPSWLYHXVHRIZDWHUXQGHU3DUW,,RI&KDSWHU)6WKHUHIRUHWKHGLVWULFWVDUH
DXWKRUL]HGWRUHJXODWHLWVXVHDVWKH\KDYHEHHQGRLQJIRUPDQ\\HDUVDQGPD\DSSO\
UHTXLUHPHQWVIRUHIILFLHQWXVH5HFRJQL]LQJWKHIXQGDPHQWDOO\GLIIHUHQWOHJDOYLHZVRI
VRPHRIWKHSDUWLHVWKHDWWHQGHHVQRQHWKHOHVVGHYHORSHGVRPHLQQRYDWLYHSURSRVDOVWR
PRYHWRZDUGWKHFRPPRQJRDORIRSWLPL]LQJWKHXVHRIUHFODLPHGZDWHU

2QHLPSRUWDQWFRQFHUQIRUWKHZDWHUPDQDJHPHQWGLVWULFWVZDVUHFRQFLOLQJWKHLU
H[FOXVLYHJUDQWRIDXWKRULW\RYHUZDWHUXVHUHJXODWLRQZLWKPDQGDWRU\UHXVH]RQHV





HVWDEOLVKHGE\ORFDOJRYHUQPHQWV7RDGGUHVVWKLVFRQFHUQWKH6W-RKQV5LYHU:DWHU
0DQDJHPHQW'LVWULFWDQGRQHRILWVORFDOJRYHUQPHQWVGHYHORSHGODQJXDJHIRULQFOXVLRQ
LQPDQGDWRU\UHXVH]RQHRUGLQDQFHVUHTXLULQJUHFODLPHGZDWHUXVHLQWKHVH]RQHVXQOHVV
WKHGLVWULFWDXWKRUL]HVDQRWKHUZDWHUVRXUFH7KLVSURYLGHVIRUERWKWKHORFDO
JRYHUQPHQW¶VDQGWKHGLVWULFW¶VJRDORISURPRWLQJUHXVHEXWDOORZVDZDWHUPDQDJHPHQW
GLVWULFWWRLGHQWLI\ZKHQDGLIIHUHQWORZHUTXDOLW\ZDWHUVRXUFHVXFKDVRQVLWH
VWRUPZDWHUEUDFNLVKZDWHURUVDOLQHZDWHUPD\EHPRUHDSSURSULDWHIRUXVHUDWKHU
UHFODLPHGZDWHU7KH6-5:0'UHFRPPHQGHGXVLQJWKLVDSSURDFKLQRWKHUUHJLRQV
ZKHUHPDQGDWRU\UHFODLPHGZDWHUXVH]RQHVDUHSURSRVHG6RXWK)ORULGD:DWHU
0DQDJHPHQW'LVWULFW¶V 6):0' H[LVWLQJUXOHVSURYLGHIRULPSOHPHQWDWLRQRIORFDO
JRYHUQPHQW]RQHVLQFRRUGLQDWLRQZLWKWKHFRQVXPSWLYHXVHSHUPLWWLQJSURJUDP

$QRWKHUDSSURDFKGLVFXVVHGZDVOLQNLQJUHFODLPHGZDWHUSODQVPRUHFORVHO\ZLWK
UHJLRQDOZDWHUVXSSO\SODQQLQJ7KLVDSSURDFKUHVXOWHGIURPDXWLOLW\SURSRVLWLRQWKDWWKH
ZDWHUPDQDJHPHQWGLVWULFWVVKRXOGFRQVLGHUXWLOLW\ZDVWHZDWHUSODQQLQJDVXWLOLW\SHUPLW
DSSOLFDWLRQVDUHEHLQJUHYLHZHG&XUUHQWO\WKHZDWHUPDQDJHPHQWGLVWULFWVGHYHORS
UHJLRQDOZDWHUVXSSO\SODQVWRPHHWIXWXUHQHHGVVRPHWLPHVZLWKRXWDGHTXDWHLQSXWIURP
UHFODLPHGZDWHUSURYLGHUVRU'(3¶VZDVWHZDWHUSURJUDP7KLVFDQEHDSUREOHPZKHQ
UHFODLPHGSURYLGHUVPDNHDFDSLWDOLQYHVWPHQWLQGLVWULEXWLQJUHFODLPHGZDWHUWRDQDUHD
QRWDQWLFLSDWHGLQWKHUHJLRQDOZDWHUVXSSO\SODQ%\LQFOXGLQJUHFODLPHGZDWHUSURYLGHUV
DQG'(3XSIURQWLQWKHUHJLRQDOZDWHUVXSSO\SODQQLQJSURFHVVGLVWULFWVDQGSURYLGHUV
FROODERUDWLYHO\FDQZRUNRXWZKHUHLWLVEHVWWRXWLOL]HUHFODLPHGZDWHUEHIRUHSURYLGHUV
LQYHVWFDSLWDOLQDVSHFLILFSURMHFW7KLVYROXQWDU\SURFHVVDOVRFRXOGEHQHILWUHFODLPHG
ZDWHUSURYLGHUVE\DOORZLQJWKHLUSURMHFWVWREHH[SOLFLWO\LQFOXGHGLQWKHUHJLRQDOZDWHU
VXSSO\SODQWKXVPDNLQJWKHPSRWHQWLDOO\HOLJLEOHIRU:DWHU3URWHFWLRQDQG6XVWDLQDELOLW\
3URJUDPIXQGLQJ



2XWFRPHV$WWHQGHHVJHQHUDOO\ZHUHLQIDYRURIHVWDEOLVKLQJDEHWWHUOLQNDJHEHWZHHQ
UHFODLPHGZDWHUSODQQLQJDQGUHJLRQDOZDWHUVXSSO\SODQQLQJ


2IIVHWV





,VVXHV6RPHRIWKHFRQFHUQDQGGLVDJUHHPHQWVDERXW³RIIVHWV´DURVHIURPGLIIHUHQW
XVDJHVRIWKHWHUPLQWKHFRQVXPSWLYHXVHSHUPLWWLQJSURFHVV6WDNHKROGHUVLGHQWLILHG
WZRGLIIHUHQWPHDQLQJVRIWKHWHUP³RIIVHW´LQFRQVXPSWLYHXVHSHUPLWWLQJ

  ³0LWLJDWLRQRIIVHWV´RUXVHRIUHFODLPHGZDWHUWRSUHYHQWDQDGYHUVHLPSDFWWKDW
ZRXOGRWKHUZLVHRFFXUDVDUHVXOWRIRWKHUJURXQGZDWHURUVXUIDFHZDWHUZLWKGUDZDO
VXFKDVXVHRIUHFODLPHGZDWHUWRSUHYHQWVDOWZDWHULQWUXVLRQDQG

  ³6XEVWLWXWLRQ FUHGLW RIIVHWV´ZKHUHUHFODLPHGZDWHUUHSODFHVH[LVWLQJXVHVRIRWKHU
JURXQGZDWHURUVXUIDFHZDWHUE\RQHXVHUDOORZLQJDGLIIHUHQWXVHUWRLQFUHDVH
SRWDEOHTXDOLW\JURXQGZDWHURUVXUIDFHZDWHUZLWKGUDZDOVZLWKQRQHWDGYHUVHHIIHFW
RQWKHHQYLURQPHQW ,QWKHPHHWLQJVDWWHQGHHVXVHGWKHWHUPV³VXEVWLWXWLRQRIIVHWV´
DQG³RIIVHWFUHGLWV´LQWHUFKDQJHDEO\KLJKOLJKWLQJWKHGHVLUDELOLW\WRKDYHRQH
FRQVLVWHQWWHUP,QWKLVSDSHUZHXVHWKHWHUP³RIIVHWFUHGLW´IRUWKLVFRQFHSW 




$SSHQGL['DQGWKHRQOLQHSUHVHQWDWLRQH[SODLQWKHVHFRQFHSWVPRUHWKRURXJKO\
$WWHQGHHVJHQHUDOO\DFNQRZOHGJHGWKDWWKHPLWLJDWLRQRIIVHWFRQFHSWPDNHVVHQVH
ZKHQHYHUUHFODLPHGZDWHUVXSSOLHVFRXOGEHXVHGWRRIIVHWRUSUHYHQWDGYHUVHLPSDFWV
WKDWZRXOGRWKHUZLVHRFFXUIURPZDWHUZLWKGUDZDOV6HYHUDOZDWHUPDQDJHPHQWGLVWULFWV
UHSRUWHGWKDWPLWLJDWLRQRILPSDFWVXVLQJUHFODLPHGZDWHUDOUHDG\KDVEHHQSHUPLWWHG
$WWHQGHHVJHQHUDOO\DJUHHGWKDWWKHRIIVHWFUHGLWFRQFHSWRQO\PDNHVVHQVHLQDUHDVZKHUH
WUDGLWLRQDOVRXUFHVRIZDWHUDUHOLPLWHGRUFDSSHG6:):0'¶V6RXWKHUQ:DWHU8VH
&DXWLRQ$UHD 6:8&$ LVDQH[DPSOHRIDORFDWLRQZKHUHWKLVFRQFHSWKDVEHHQ
LPSOHPHQWHG5HJDUGLQJRIIVHWFUHGLWVWKHIROORZLQJTXHVWLRQVDURVH:KRJHWVFUHGLW"
+RZORQJGRFUHGLWVODVW"

2IIVHWFUHGLWVDUHLPSRUWDQWWRXWLOLWLHVEHFDXVHLIWKH\DUHDYDLODEOHWKHQWKH\PXVWEH
UHOLDEOHHOHPHQWVRIWKHLUORQJUDQJHSODQQLQJ3ODQQHGRIIVHWXVHPD\H[WHQGEH\RQGWKH
GXUDWLRQRIDFRQVXPSWLYHXVHSHUPLW8WLOLWLHVZDQWDVVXUDQFHWKH\ZLOOQRWORVHWKH
FUHGLWLIWKH\PDNHWKHLQLWLDOFDSLWDOLQYHVWPHQWLQUHFODLPHGZDWHU6WLOODOORZLQJ
UHFODLPHGZDWHUSURYLGHUVWRUHDOL]HWKHEHQHILWVRIFUHGLWVIRUIXWXUHXVHUDLVHVDGGLWLRQDO
TXHVWLRQV:RXOGDFUHGLWV\VWHPEHFRPHZDWHU³EDQNLQJ´"&RXOGWKHUHVXOWRIXVLQJD
FUHGLWEHDQLQFUHDVHLQSHUFDSLWDXVHRIZDWHUHYHQLQDUHDVXQGHUZLWKGUDZDOFDSV"
&DQVXFKFUHGLWVEHVROGRUWUDQVIHUUHGWRRWKHUHQWLWLHVDQGLIVRXQGHUZKDWFRQVWUDLQWV"



2XWFRPHV7KHUHZDVJHQHUDOFRQVHQVXVWKDWPLWLJDWLRQRIIVHWVXVHGWRDGGUHVVDGYHUVH
LPSDFWVKDYHEHHQGHPRQVWUDWHGWREHIHDVLEOHDQGDSSHDUWREHDQRSWLRQXQGHUH[LVWLQJ
FRQVXPSWLYHXVHSHUPLWWLQJUXOHV:LWKUHVSHFWWRRIIVHWFUHGLWVLWZRXOGEHYDOXDEOHWR
FOHDUDZD\VRPHRIWKHFRQIXVLRQDQGDFKLHYHPRUHFRQVLVWHQF\LQXVHDQGDSSOLFDWLRQRI
WKHWHUP³RIIVHW´DPRQJDUHDVZLWKVXSSOLHVWKDWDUHFDSSHGSDUWLFXODUO\LQVHUYLFHDUHDV
ORFDWHGZLWKLQPRUHWKDQRQHZDWHUPDQDJHPHQWGLVWULFW7KHUHDSSHDUHGWREHVRPH
DJUHHPHQWWKDWWKHHQWLW\WDNLQJWKHDFWLRQWRUHGXFHSRWDEOHTXDOLW\ZDWHUXVH XVXDOO\WKH
UHFODLPHGZDWHUSURYLGHU VKRXOGUHFHLYHDQ\DYDLODEOHFUHGLW7KLVDQGRWKHUTXHVWLRQV
QHHGIXUWKHUGLVFXVVLRQ


,UULJDWLRQ





,VVXH7KUHHRIWKHILYHZDWHUPDQDJHPHQWGLVWULFWVKDYH\HDUURXQGFRQVHUYDWLRQUXOHV
LQSODFHIRUDSRUWLRQRUDOORIWKHLUGLVWULFWV7KHVHGLVWULFWVFXUUHQWO\DUHHQJDJHGLQRU
KDYHUHFHQWO\FRQFOXGHGUXOHPDNLQJWRLPSOHPHQWQHZH[SDQGHGDQGRUPRGLILHG\HDU
URXQGODQGVFDSHLUULJDWLRQFRQVHUYDWLRQPHDVXUHVWRLPSURYHZDWHUFRQVHUYDWLRQ7KH
GLVFXVVLRQFHQWHUHGDURXQGWKHDSSURSULDWHQHVVDQGDXWKRULW\RIWKHZDWHUPDQDJHPHQW
GLVWULFWVWRLPSRVHWKHVDPHLUULJDWLRQUHVWULFWLRQVRQUHFODLPHGZDWHUXVHDVDUHDSSOLHG
WRRWKHUZDWHUVRXUFHV7KHGLVWULFWVH[SODLQHGWKDWUHFODLPHGZDWHUVXSSOLHVDUH
LQFUHDVLQJO\LQVXIILFLHQWWRPHHWQRQSRWDEOHZDWHUGHPDQGVDQGWKHUHLVGRFXPHQWHG
UHFODLPHGZDWHULUULJDWLRQXVHLQDPRXQWVVLJQLILFDQWO\H[FHHGLQJODQGVFDSHQHHGV
$GGLWLRQDOO\WKHUHKDYHEHHQVHYHUDOFKDOOHQJHVWR:0'SHUPLWWLQJDFWLRQVWKDW
DXWKRUL]HSRWDEOHTXDOLW\RURWKHUJURXQGZDWHURUVXUIDFHZDWHUVXSSOLHVWRDXJPHQW
UHFODLPHGZDWHUV\VWHPVXVHGIRULUULJDWLRQ(QYLURQPHQWDOJURXSVDQGORFDO



JRYHUQPHQWVTXHVWLRQZK\GLVWULFWVVKRXOGDXWKRUL]HDXJPHQWDWLRQZKHQUHFODLPHGZDWHU
LUULJDWLRQXVHLVLQHIILFLHQW

:KLOHDOODJUHHGLQSULQFLSOHWKDWUHFODLPHGZDWHUVKRXOGEHXVHGHIILFLHQWO\UHFODLPHG
ZDWHUV\VWHPVDURXQGWKHVWDWHYDU\LQGHJUHHRIPDWXULW\(DUO\LQWKHGHYHORSPHQWRI
UHFODLPHGZDWHUV\VWHPVXQUHVWULFWHGXVHRIUHFODLPHGZDWHUSURYLGHVDQLQFHQWLYHIRU
XVHUVWRDFFHSWUHFODLPHGZDWHUDQGVXFKXVHPD\UHSODFHXQGHVLUDEOHVXUIDFHZDWHU
GLVSRVDO2YHUWLPHDVGHPDQGIRUUHFODLPHGZDWHULQFUHDVHVWKHQHHGIRUPRUHHIILFLHQW
XVHEHFRPHVPRUHLPSRUWDQWWRLQGLYLGXDOXWLOLWLHV¶EHLQJDEOHWRPHHWWKHVHFXVWRPHU
GHPDQGV

8WLOLWLHVVHOOSURGXFWVLQFOXGLQJSRWDEOHDQGUHFODLPHGZDWHU$VEXVLQHVVHVXWLOLWLHV
VHHNWRPDNHWKHEHVWXVHRIWKHLUZDWHUSURGXFWVIRUWKHLUJLYHQFLUFXPVWDQFHV6RPH
XWLOLWLHVYLHZLUULJDWLRQUHVWULFWLRQVDVLQDSSURSULDWHLQWHUIHUHQFHZLWKWKHLUEXVLQHVV
RSHUDWLRQV7KH\DUHFRQFHUQHGWKDWUHFODLPHGZDWHULUULJDWLRQUHVWULFWLRQVZLOOGLPLQLVK
WKHLQFHQWLYHIRUSRWHQWLDOXVHUVWRWDNHWKLVSURGXFWPD\UHVXOWLQPRUHHIIOXHQWGLVSRVDO
PD\UHTXLUHIXQGVWRFRQVWUXFWH[SHQVLYHVWRUDJHIDFLOLWLHVRUPD\UHGXFHLQFRPHGHULYHG
IURPWKHVDOHRIUHFODLPHGZDWHU






,QDGGLWLRQPDQ\XWLOLWLHVEHOLHYHWKDWFHUWDLQODQGVFDSHLUULJDWLRQUHVWULFWLRQVIRU
UHFODLPHGZDWHUGRQRWJLYHHQRXJKFRQVLGHUDWLRQWRZDVWHZDWHUSODQWGLVSRVDOSHUPLW
UHTXLUHPHQWV7KH\YLHZGD\DQGWLPHUHVWULFWLRQVDVLQHIIHFWLYHZD\VWRPDQDJHWKLV
UHVRXUFH2WKHUPHDVXUHVWRSURPRWHLUULJDWLRQHIILFLHQF\VXFKDVUDLQRUVRLOPRLVWXUH
VHQVRUVPD\EHSUHIHUDEOH$FRXSOHRIXWLOLWLHVUHPDUNHGWKDWUHXVHHIILFLHQF\QHHGVWR
EHEDODQFHGZLWKGLVSRVDOHIILFLHQF\6RPHXWLOLWLHVXUJHGWKDWUHFODLPHGZDWHUXVH
HIILFLHQF\EHDGGUHVVHGWKURXJKUHYLHZRIHDFKXWLOLW\¶VFRQVXPSWLYHXVHSHUPLWUDWKHU
WKDQWKURXJKD³RQHVL]HILWVDOO´OLPLWDWLRQRQWKHLUFXVWRPHUV¶UHFODLPHGZDWHUXVH

$VUHVXOWRIWKLVGLVFXVVLRQ'(3GLVWULEXWHGIRUGLVFXVVLRQDGUDIWLUULJDWLRQSROLF\
$SSHQGL[( $OWKRXJKWKHGLVFXVVLRQIRFXVHGRQODQGVFDSHLUULJDWLRQ'(3LQWHQGHG
WKLVGUDIWSROLF\WRDSSO\WRDOOLUULJDWLRQW\SHV7KH6W-RKQV5LYHU:DWHU0DQDJHPHQW
'LVWULFWSUHVHQWHGDQH[DPSOHRIKRZWKHGUDIWLUULJDWLRQSROLF\PLJKWEHLPSOHPHQWHGLQ
DSURSRVHGUXOHFRQFHUQLQJJHQHUDOFRQVXPSWLYHXVHSHUPLWVIRULUULJDWLRQW\SHZDWHUXVH
$OWKRXJKWKHSURSRVHGUXOHNHSWGD\DQGWLPHRIGD\UHVWULFWLRQVIRUODQGVFDSHLUULJDWLRQ
LWDOVRLQFOXGHGDQHZSURYLVLRQWKDWDOORZHGXWLOLWLHVWRGHWHUPLQHZKHQFRPSOLDQFHZLWK
WKHVHUHVWULFWLRQVZDVLQIHDVLEOHDQGWRDOORZLUULJDWLRQRQDGGLWLRQDOGD\V

2XWFRPH$WWHQGHHVRIIHUHGPDQ\FRPPHQWVRQWKHGUDIWLUULJDWLRQSROLF\EXWGLGQRW
UHDFKFRQVHQVXV+RZHYHUSDUWO\DVDUHVXOWRIWKHGLVFXVVLRQVDWWKHVWDNHKROGHUV
PHHWLQJVDQGZLWKXWLOLWLHVLQUXOHPDNLQJZRUNVKRSV6:):0'DQG6-5:0'UHPRYHG
WKHSURSRVHGGD\RIWKHZHHNDQGKRXURIGD\UHVWULFWLRQVRQUHFODLPHGZDWHUXVHIURP
WKHLUSURSRVHG\HDUURXQGODQGVFDSHLUULJDWLRQUXOHVWRDOORZIXUWKHUGLVFXVVLRQDQG
GHOLEHUDWLRQE\WKH:0'VDQGVWDNHKROGHUV6):0'KDGUHPRYHGGD\RIWKHZHHN
UHVWULFWLRQVEHIRUHWKHPHHWLQJVVWDUWHG'LVFXVVLRQVUHODWHGWRLUULJDWLRQUHVWULFWLRQUXOHV
IRUUHFODLPHGZDWHUDUHFRQWLQXLQJ2QHFRQFHSWXQGHUGLVFXVVLRQLVDGGUHVVLQJ



UHFODLPHGZDWHULUULJDWLRQHIILFLHQF\WKURXJKDXWLOLW\¶VFRQVXPSWLYHXVHSHUPLW
UHTXLUHPHQWVUDWKHUWKDQWKURXJKDUXOHWKDWUHJXODWHVWKHLQGLYLGXDOODQGVFDSHLUULJDWRU

6XSSOHPHQWDWLRQ



,VVXH6XSSOHPHQWDWLRQ DOVRFDOOHGDXJPHQWDWLRQ LVWKHDGGLWLRQRISRWDEOHZDWHU
JURXQGZDWHURUVXUIDFHZDWHUWRUHFODLPHGZDWHUWRLQFUHDVHUHFODLPHGZDWHUVXSSOLHV
SDUWLFXODUO\GXULQJWKHGU\VHDVRQZKHQGHPDQGVDUHKLJKHVW)RUVRPHXWLOLWLHVWKH
RSSRUWXQLW\WRVXSSOHPHQWUHFODLPHGZDWHUZLWKRWKHUZDWHUVRXUFHVKHOSVSURPRWHD
KLJKHUSHUFHQWDJHXVHRIUHFODLPHGZDWHUEHFDXVHLWPDNHVDYDLODELOLW\WRDODUJHUQXPEHU
RIXVHUVPRUHUHOLDEOH6HYHUDORIWKHZDWHUPDQDJHPHQWGLVWULFWVUHSRUWHGWKDWWKH\KDG
DOORFDWHGVXSSOHPHQWDOZDWHUVXSSOLHVWRXWLOLWLHVWKDWDUHXVLQJUHFODLPHGZDWHUWRPHHW
LUULJDWLRQGHPDQGV+RZHYHUVRPHHQYLURQPHQWDORUJDQL]DWLRQVDQGRWKHUORFDO
JRYHUQPHQWVKDYHRSSRVHGVXSSOHPHQWDWLRQRIUHFODLPHGZDWHUZLWKKLJKHUTXDOLW\
ZDWHUSDUWLFXODUO\VXUIDFHZDWHU7KH\FODLPWKDWLUULJDWLRQXVHRIUHFODLPHGZDWHULV
LQHIILFLHQWDQGWKHUHIRUHWKDWVXSSOHPHQWDWLRQZLWKKLJKHUTXDOLW\ZDWHULVLQDSSURSULDWH


$QRWKHUUHJXODWRU\TXHVWLRQRILQWHUHVWWRWKHVWDNHKROGHUVZDV$WZKDWSRLQWLV
VXSSOHPHQWHGZDWHUQRORQJHUFRQVLGHUHGDOWHUQDWLYHZDWHUVXSSO\RUUHFODLPHGZDWHU
HVSHFLDOO\DVUHODWHGWRLUULJDWLRQUHVWULFWLRQV"$VZLWKLUULJDWLRQUHVWULFWLRQVLQJHQHUDO
XWLOLWLHVIHOWWKDWDGGLWLRQDOUHVWULFWLRQVVKRXOGQRWEHDSSOLHGWRLUULJDWLRQXVLQJ
VXSSOHPHQWHGUHFODLPHGZDWHU7KHZDWHUPDQDJHPHQWGLVWULFWVEHOLHYHGWKDWWKHXVHRI
VXSSOHPHQWDOKLJKHUTXDOLW\ZDWHULQFUHDVHGWKHQHHGWRHQVXUHWKDWWKHZDWHUZDVXVHG
HIILFLHQWO\



2XWFRPH7KHUHZDVJHQHUDODJUHHPHQWWKDWUHFODLPHGZDWHUVXSSOHPHQWDWLRQLVDNH\
VWUDWHJ\WREHFRQVLGHUHGZKHQUHFODLPHGZDWHULVXVHGWRPHHWLUULJDWLRQGHPDQGV
7KHUHZDVQRUHVROXWLRQRQVSHFLILFPHDVXUHVWRXVHWRLQFUHDVHWKHHIILFLHQF\RI
UHFODLPHGZDWHULUULJDWLRQXVHRUZKHQVXSSOHPHQWHGZDWHULVQRORQJHUFRQVLGHUHG
UHFODLPHGZDWHUIRUWKHDSSOLFDWLRQRILUULJDWLRQUHVWULFWLRQV


)XQGLQJ



,VVXH8WLOLWLHVZRXOGEHQHILWIURPIXQGLQJDVVLVWDQFHWRH[SDQGUHXVHV\VWHPVLQWKHLU
VHUYLFHDUHDV



2XWFRPH$WWHQGHHVDJUHHGWKDWUHVWRUDWLRQRIIXQGLQJWRWKH:DWHU3URWHFWLRQDQG
6XVWDLQDELOLW\3URJUDP7UXVW)XQGLVHVVHQWLDOWRIXUWKHULPSOHPHQWLQJUHXVHWKURXJKRXW
)ORULGD




2SWLPL]DWLRQRI5HFODLPHG:DWHU5HVRXUFHV





,VVXHV$WWHQGHHVDJUHHGWKDW³2SWLPL]HXVHRIUHFODLPHGZDWHUWRDFKLHYHZDWHU
UHVRXUFHJRDOV´LVWKHRYHUDUFKLQJSULQFLSOHIRUUHXVHV\VWHPV,GHDOO\WKLVPHDQV
UHFODLPHGZDWHUVKRXOGEHXVHGLQDZD\WKDWERWKLVHIILFLHQWDQGKHOSVWRPHHWRYHUDOO
ZDWHUGHPDQGVRURWKHUZDWHUUHVRXUFHJRDOV)RUH[LVWLQJUHFODLPHGZDWHUV\VWHPV



HIILFLHQF\VWDQGDUGVPD\KDYHWREHDFKLHYHGRYHUWLPHGHSHQGLQJRQWKHPDWXULW\DQG
RSHUDWLRQDOFRQVWUDLQWVRIWKHV\VWHP6WDNHKROGHUVUHFRJQL]HGWKDWWKHEHVWXVHRI
UHFODLPHGZDWHUYDULHVWKURXJKRXW)ORULGDGHSHQGLQJRQZDWHUGHPDQGVDQGQHHGVVXFK
DVLUULJDWLRQLQGXVWULDOXVHRUJURXQGZDWHUUHFKDUJH7UHDWPHQWUHTXLUHPHQWVUHJXODWRU\
FRQVWUDLQWVDQGFRVWVIRUJURXQGZDWHUUHFKDUJHZLWKUHFODLPHGZDWHUDUHFXUUHQWO\EHLQJ
H[SORUHGDWVHYHUDOORFDWLRQVLQWKHVWDWH



2XWFRPHV$WWHQGHHVDJUHHGDOOVWDNHKROGHUVFROOHFWLYHO\VKRXOGVWULYHWRRSWLPL]HWKH
XVHRIUHFODLPHGZDWHU%HWWHULQWHJUDWLRQEHWZHHQUHFODLPHGZDWHUV\VWHPSODQQLQJDQG
UHJLRQDOZDWHUVXSSO\SODQQLQJDVGLVFXVVHGDERYHFRXOGDVVLVWLQWKLVHIIRUW


$TXLIHU6WRUDJHDQG5HFRYHU\ $65 



,VVXH$WWKHILUVWPHHWLQJDWWHQGHHVLGHQWLILHGTXHVWLRQVUHJDUGLQJWKHUHJXODWLRQRI
$65ZHOOVIRUUHFODLPHGZDWHUVWRUDJHEXWGLGQRWGLVFXVVWKLVWRSLFLQGHSWKDW
VXEVHTXHQWPHHWLQJV



2XWFRPH7KHGLVFXVVLRQZDVYHU\OLPLWHGDQGVSHFLILFLVVXHVZHUHQRWZHOOGHILQHG



$TXLIHU5HFKDUJHDQG,QGLUHFW3RWDEOH5HXVH



,VVXH1RDTXLIHUUHFKDUJHRULQGLUHFWSRWDEOHUHXVH 3DUW9RI&KDSWHU)$& 
V\VWHPVFXUUHQWO\RSHUDWHLQ)ORULGD+RZHYHUWKHUHLVLQWHUHVWLQWKLVUHXVHDFWLYLW\DQG
WKHUHDUHVHYHUDOSURMHFWVXQGHUFRQVLGHUDWLRQLQWKH7DPSD%D\DUHDDQGLQ6RXWK
)ORULGD$WWKHWKLUGPHHWLQJ6:):0'SUHVHQWHGDWKH7DPSD%D\DUHDSURMHFW
LQYROYLQJDVWXG\RIWKHSRWHQWLDOIRUDTXLIHUUHFKDUJHXVLQJUHFODLPHGZDWHU



2XWFRPH$WWHQGHHVDJUHHGWKDWDTXLIHUUHFKDUJHSURMHFWVLQ)ORULGDVKRXOGEHSXUVXHG
DQGVWXGLHG



0DQGDWRU\5HXVH=RQHV



,VVXHV0DQGDWRU\UHXVH]RQHVWKDWSURKLELWWKHXVHRIRWKHUZDWHUVRXUFHVZKHQ
UHFODLPHGZDWHULVSURYLGHGFDQEHDQHIIHFWLYHZD\WRSURPRWHUHFODLPHGZDWHUXVH7KH
ZDWHUPDQDJHPHQWGLVWULFWV¶SRVLWLRQLVWKDWORFDOJRYHUQPHQWRUGLQDQFHVIRUWKHVH]RQHV
PXVWEHFRRUGLQDWHGZLWKWKHDSSURSULDWHZDWHUPDQDJHPHQWGLVWULFWRULQFOXGHD
SURYLVLRQWKDWUHFODLPHGZDWHULVUHTXLUHGWREHXVHGXQOHVVWKHZDWHUPDQDJHPHQW
GLVWULFWDSSURYHVDQRWKHUVRXUFH7KHXWLOLWLHVLQGLFDWHGWKDW'(3DQGWKHZDWHU
PDQDJHPHQWGLVWULFWVVKRXOGVXSSRUWDQGHQFRXUDJHORFDOJRYHUQPHQWV¶DGRSWLQJDQG
LPSOHPHQWLQJVXFK]RQHV6RPHDWWHQGHHVH[SUHVVHGWKHRSLQLRQWKDWORFDOJRYHUQPHQW
HVWDEOLVKPHQWRIVXFK]RQHVVKRXOGQRWUHTXLUHZDWHUPDQDJHPHQWGLVWULFWDSSURYDORU
LQYROYHPHQW


7KH):($DOVRDVNHGWKHZDWHUPDQDJHPHQWGLVWULFWVWRVXSSRUWWKHVH]RQHVE\OLPLWLQJ
SHUPLWH[HPSWLRQVIURPUHFODLPHGZDWHUXVHDQGQRWDOORZLQJWKHGULOOLQJRIQHZSULYDWH
ZHOOVLQWKHGHVLJQDWHG]RQHV7KHZDWHUPDQDJHPHQWGLVWULFWVJHQHUDOO\H[HPSWVPDOO





TXDQWLW\LUULJDWRUVIURPWKHUHTXLUHPHQWWRREWDLQLQGLYLGXDOZDWHUXVHSHUPLWV7KH6W
-RKQV:DWHU0DQDJHPHQW'LVWULFWQRORQJHUDOORZVXQGHULWVJHQHUDOSHUPLWE\UXOHWKH
XVHRIJURXQGZDWHUIURPSULYDWHLUULJDWLRQZHOOVZKHQUHFODLPHGZDWHULVVXSSOLHGE\D
XWLOLW\$OWKRXJKVRPHRQHZLWKDQLUULJDWLRQZHOOFDQDSSO\IRUDSHUPLWWRXVH
JURXQGZDWHULWZRXOGEHSHUPLWWHGRQO\LIWKHXVHUFDQGHPRQVWUDWHWKDWLWLVLQIHDVLEOHWR
XVHWKHUHFODLPHGZDWHU

6HYHUDODWWHQGHHVSRLQWHGRXWWKDWGRPHVWLFXVHVRIZDWHUDUHH[HPSWIURPWKHGLVWULFWV¶
SHUPLWWLQJUHTXLUHPHQWV



2XWFRPH$WWHQGHHVDJUHHGWKDWZKHQXWLOLWLHVFRQVWUXFWV\VWHPVGHOLYHULQJUHFODLPHG
ZDWHUWRDVHUYLFHDUHDZDWHUXVHUVVKRXOGXVHWKRVHUHFODLPHGZDWHUVXSSOLHVXQOHVVLWLV
HFRQRPLFDOO\WHFKQLFDOO\RUHQYLURQPHQWDOO\LQIHDVLEOH:DWHUPDQDJHPHQWGLVWULFWV
LQGLFDWHGWKDWWKH\ZRXOGFRQWLQXHWRHQVXUHWKDWVXFKXVHUVXVHWKHUHFODLPHGZDWHU
ZKHQHYHUIHDVLEOHFRQVLVWHQWZLWKHDFKGLVWULFW¶VUXOHV7KLVFRXOGEHDFKLHYHGWKURXJKD
FRPELQDWLRQRIORFDOJRYHUQPHQWGHVLJQDWHGPDQGDWRU\UHXVH]RQHVDQGZDWHU
PDQDJHPHQWGLVWULFWFRQVXPSWLYHXVHSHUPLWWLQJUXOHV$WWHQGHHVGLGQRWUHDFKILUP
FRQVHQVXVRQDQ\DGGLWLRQDODFWLRQVWREHWDNHQRQWKLVLVVXH

*RDO%DVHG:DWHU&RQVHUYDWLRQ3ODQV



,VVXHV7KH)ORULGD:DWHU(QYLURQPHQW$VVRFLDWLRQVXJJHVWHGWKDWWKH&RQVHUYH)ORULGD
SURJUDPEHXSGDWHGWRLQFOXGHWKHHIILFLHQWDQGHIIHFWLYHXVHRIUHFODLPHGZDWHU7KH\
DOVRLQGLFDWHGDFRQFHUQDERXWWKHH[LVWLQJVWDWXWRU\UHTXLUHPHQWWRSURYLGHUHDVRQDEOH
DVVXUDQFHWKDWDQDOWHUQDWLYHJRDOEDVHGSODQZLOODFKLHYHHIIHFWLYHZDWHUFRQVHUYDWLRQDW
OHDVWDVZHOODVWKHORFDOZDWHUPDQDJHPHQWGLVWULFW¶VVWDQGDUGUHTXLUHPHQWV,QDGGLWLRQ
WKH):($VDLGWKDWWKLVFRPSDULVRQUHTXLUHPHQWFDQEHDQLPSHGLPHQWWRXVLQJWKH
&RQVHUYH)ORULGD*XLGHWRSURSRVHJRDOEDVHGZDWHUFRQVHUYDWLRQSODQV7KHFXUUHQW
VWDWXWHFDQEHLQWHUSUHWHGWRQHFHVVLWDWHWKHGHYHORSPHQWRIERWKDJRDOEDVHGSODQDQGD
VWDQGDUGZDWHUFRQVHUYDWLRQSODQIRUFRPSDULVRQRUUHTXLUHWKDWWKHSHUPLWDSSOLFDQW
TXDQWLI\WKHVDYLQJVWKDWZRXOGEHUHDOL]HGZKHQWKHGLVWULFWV¶FXUUHQWFRQVHUYDWLRQ
UHTXLUHPHQWVDUHLPSOHPHQWHGE\FRQVXPSWLYHXVHSHUPLWHHV+RZHYHUJLYHQWKHQDWXUH
RIVRPHRIWKHZDWHUPDQDJHPHQWGLVWULFWV¶ZDWHUFRQVHUYDWLRQUHTXLUHPHQWVD
TXDQWLWDWLYHVLGHE\VLGHFRPSDULVRQPD\QRWEHIHDVLEOH$GGLWLRQDOO\WKHVWDWXWRU\
WHUP³JRDOEDVHG´PD\EHDPLVQRPHUDQGQRWXQGHUVWRRGE\PDQ\SHRSOH



2XWFRPHV7KH):($VXJJHVWHGUHYLVLQJVWDWXWRU\ODQJXDJHWRHQVXUHUREXVWZDWHU
FRQVHUYDWLRQSODQVEXWDYRLGUHTXLULQJWKHJRDOEDVHG²VWDQGDUGSODQFRPSDULVRQ7KH\
DOVRVXJJHVWHGWKDWLWPD\EHGHVLUDEOHWRFKDQJHWKHWHUP³JRDOEDVHG´WR³FRVW
HIIHFWLYH´³IOH[LEOH´RU³IHDVLEOH´ZDWHUFRQVHUYDWLRQSODQV7KHZDWHUPDQDJHPHQW
GLVWULFWVVWDWHGWKDWWKH\QHHGHGVRPHVRUWRIVWDQGDUGWRPHDVXUHJRDOEDVHGSODQV
DJDLQVW$WWHQGHHVDJUHHGWRFRQWLQXHZRUNLQJRQSRVVLEOHVWDWXWRU\ODQJXDJH











&RPPXQLFDWLRQDQG&RRUGLQDWLRQ



,VVXHV&RQVLVWHQWPHVVDJHVIURPVWDWHUHJLRQDODQGORFDOJRYHUQPHQWVVKRXOGLQFOXGH
H[SODLQLQJWKHZDWHUVXSSO\FKDOOHQJHVIDFLQJ)ORULGDWKHYDOXHRIDOOZDWHUUHVRXUFHV
WKHEHQHILWVRIXVLQJ)ORULGDIULHQGO\ODQGVFDSHVDQGZKDWLWPHDQVWR³LUULJDWH
HIILFLHQWO\´$OVRWKH):($VXJJHVWHGJRYHUQPHQWDJHQFLHVFRXOGLQFUHDVHYLVLELOLW\E\
LQFUHDVLQJIXQGVIRUWKH0RELOH,UULJDWLRQ/DEVSURJUDP


7KH):($RIIHUHGDQHZSURSRVDOIRULQFUHDVLQJFRPPXQLFDWLRQZKLOHSURPRWLQJUHXVH
SURYLGLQJDIRUPDOSURFHVVZKHUHE\DUHFODLPHGZDWHUSURYLGHUFRXOGFRPPHQWRQD
FRQVXPSWLYHXVHSHUPLWDSSOLFDQW¶VUHXVHIHDVLELOLW\VWXG\ZKHQWKHDSSOLFDQWUHSRUWV
UHXVHLVQRWIHDVLEOH,QWKLVVLWXDWLRQWKHUHFODLPHGZDWHUSURYLGHUPD\KDYHZD\VWR
PDNHUHXVHIHDVLEOHWKDWWKHDSSOLFDQWLVQRWDZDUHRI5HFODLPHGZDWHUSURYLGHUVZDQW
WKHRSSRUWXQLW\WRSUHVHQWWKLVLQIRUPDWLRQIRUGLVWULFWHYDOXDWLRQ7KH'LVWULFWVJHQHUDOO\
ZHUHVXSSRUWLYHRIUHFHLYLQJSURYLGHULQSXWEXWH[SUHVVHGFRQFHUQWKDWZDLWLQJIRU
SURYLGHUFRPPHQWVFRXOGFRQIOLFWZLWKVWDWXWRU\WLPHFORFNV7RLPSOHPHQWWKLVLGHD
SURYLGHUVZRXOGKDYHWRFRPPLWWRDTXLFNWXUQDURXQGWLPHIRUWKHLUFRPPHQWV



2XWFRPH(DFKZDWHUPDQDJHPHQWGLVWULFWDJUHHGWRH[SORUHDQLQIRUPDOPHFKDQLVPWR
SURYLGHUHFODLPHGZDWHUSURYLGHUVDFRPPHQWLQJRSSRUWXQLW\RQUHXVHIHDVLELOLW\
GHWHUPLQDWLRQVLQWKHFRQVXPSWLYHXVHSHUPLWWLQJSURFHVV

(FRQRPLF)HDVLELOLW\



,VVXH,QWKH6RXWKZHVW)ORULGD:DWHU0DQDJHPHQW'LVWULFW¶V*RYHUQLQJ%RDUG
DSSURYHGDGLVWULFWUHFODLPHGZDWHUWDVNIRUFHUHFRPPHQGDWLRQWKDWFRQVLGHUVUHXVH
HFRQRPLFDOO\IHDVLEOHRQO\LILWFRVWVWKHVDPHRUOHVVWKDQWKHXVHU¶VH[LVWLQJZDWHU
VXSSO\0DQ\VWDNHKROGHUVH[SUHVVHGFRQFHUQDERXWVXFKDSROLF\VXJJHVWLQJWKDWWKH
PXOWLSOHEHQHILWVDQGFRVWVRIUHXVHQHHGWREHFRQVLGHUHGDVDZKROHDQGWKDWUHFODLPHG
ZDWHUVKRXOGQRWDXWRPDWLFDOO\EHFRQVLGHUHGHFRQRPLFDOO\LQIHDVLEOHLILWFRVWVPRUH
WKDQWKHXVHU¶VH[LVWLQJZDWHUVXSSO\2WKHUZDWHUPDQDJHPHQWGLVWULFWVUHSRUWHGWKDW
WKH\URXWLQHO\KDYHUHTXLUHGUHXVHWREHLPSOHPHQWHGHYHQZKHQWKHFRVWLVPRUHWKDQ
FRQWLQXLQJWRXVHJURXQGZDWHU7KH'HSDUWPHQWFRQVLGHUVWKHWDVNIRUFH
UHFRPPHQGDWLRQWREHLQFRQVLVWHQWZLWKWKH:DWHU5HVRXUFH,PSOHPHQWDWLRQ5XOH
6HFWLRQ  )$&



2XWFRPH6WDNHKROGHUVFDQFRPPXQLFDWHWKHLUFRQFHUQVWRWKH6RXWKZHVW)ORULGD:DWHU
0DQDJHPHQW'LVWULFW7KH'HSDUWPHQWRI(QYLURQPHQWDO3URWHFWLRQDOUHDG\KDVVHQWD
OHWWHUWRWKHGLVWULFWYRLFLQJFRQFHUQDERXWWKLVSROLF\DQGDVNLQJWKDWLWQRWEH
LPSOHPHQWHG










5HFRPPHQGDWLRQV

7KHVWDNHKROGHUSURFHVVZDVQRWGHVLJQHGWRUHDFKIXOOFRQVHQVXVLQRQO\WKUHHPHHWLQJV7KH
'HSDUWPHQWEHOLHYHVKRZHYHUWKDWFRQVHQVXVJHQHUDOO\H[LVWVWRPRYHIRUZDUGZLWKWKH
IROORZLQJUHFRPPHQGDWLRQV

/HJLVODWLYH

 5HVWRUHIXQGLQJWRWKH:DWHU3URWHFWLRQDQG6XVWDLQDELOLW\3URJUDPIRUDOWHUQDWLYHZDWHU
VXSSO\GHYHORSPHQWDQGSURWHFWWKLVIXQGLQJIURPUHDOORFDWLRQV7KLVIXQGLQJLVFULWLFDO
IRUH[SDQGLQJUHXVHWKURXJKRXW)ORULGDDQGLQFUHDVLQJDSRWHQWLDOGURXJKWUHVLVWDQW
VRXUFH,QWKHILUVWWKUHH\HDUVWKH:DWHU3URWHFWLRQDQG6XVWDLQDELOLW\3URJUDP
LQFOXGLQJWKHZDWHUPDQDJHPHQWGLVWULFWV¶PDWFKSURYLGHGDERXWPLOOLRQIRU
DOWHUQDWLYHZDWHUVXSSO\GHYHORSPHQWUHSUHVHQWLQJDERXWRIWKHWRWDOFRQVWUXFWLRQ
FRVWV:DWHUVXSSOLHUVFRPPLWWHGWRSURYLGLQJDERXWELOOLRQWRZDUGSURMHFW
FRQVWUXFWLRQUHSUHVHQWLQJDERXWRIWKHWRWDOFRVWV5HFODLPHGZDWHUSURMHFW
FRQVWUXFWLRQFRVWVDWDERXWELOOLRQDFFRXQWHGIRUDSSUR[LPDWHO\RIDOO
DOWHUQDWLYHZDWHUVXSSO\SURMHFWFRVWV3URYLGLQJVHHGPRQH\IRUFRQVWUXFWLRQSURPRWHV
UHXVHLPSOHPHQWDWLRQDQGH[SDQVLRQWKURXJKRXW)ORULGD
 ,QFRUSRUDWHSURSRVHGODQJXDJHFKDQJHVLQ6HFWLRQ  )6 $SSHQGL[+ WKDW
ZLOOLQFOXGH'(3DQGZDVWHZDWHUWUHDWPHQWXWLOLWLHVH[SOLFLWO\LQWKHUHJLRQDOZDWHU
VXSSO\SODQQLQJSURFHVV
 ([SDQGWKH&RQVHUYH)ORULGD3URJUDPWRLQFOXGHWKHHYDOXDWLRQRIUHFODLPHGZDWHU
:RUNZLWKZDWHUPDQDJHPHQWGLVWULFWVDQGWKHUHFODLPHGZDWHUSURYLGHUVWRLGHQWLI\
DSSURSULDWHODQJXDJHUHYLVLRQVWR6HFWLRQ)67KHVHFKDQJHVPD\LQFOXGH
UHSODFLQJWKHH[LVWLQJVWDWXWRU\UHTXLUHPHQWREOLJDWLQJDFRPSDULVRQEHWZHHQDJRDO
EDVHGSODQDQGDZDWHUPDQDJHPHQWGLVWULFW¶VZDWHUFRQVHUYDWLRQUHTXLUHPHQWVZLWKPRUH
XVHDEOHFULWHULDDQGUHSODFLQJWKHWHUP³JRDOEDVHG´ZDWHUFRQVHUYDWLRQSODQZLWKPRUH
DSSURSULDWHWHUPLQRORJ\IRUUHXVHDSSOLFDWLRQV

$JHQF\$FWLRQV

 7KH'HSDUWPHQWDQGWKHZDWHUPDQDJHPHQWGLVWULFWVVKRXOGGHYHORSFRQVLVWHQW
GHILQLWLRQVDQGDSSURDFKHVIRUWKHXVHRIRIIVHWVLQWKHFRQVXPSWLYHXVHSHUPLWWLQJ
SURJUDP7KHVHFKDQJHVVKRXOGEHFRGLILHGLQWKHGLVWULFWFRQVXPSWLYHXVHSHUPLWWLQJ
UXOHVDQGSRVVLEO\LQ'(3¶VVWDWHZLGH:DWHU5HVRXUFH,PSOHPHQWDWLRQ5XOH &KDSWHU
)$& 
 7KHZDWHUPDQDJHPHQWGLVWULFWVVKRXOGH[SORUHPHFKDQLVPVWRDOORZUHFODLPHGZDWHU
SURYLGHUVWRFRPPHQWRQWKHUHXVHIHDVLELOLW\ILQGLQJVRIFRQVXPSWLYHXVHSHUPLWWLQJ
DSSOLFDQWV7KHGLVWULFWVVKRXOGUHFHLYHLQIRUPDWLRQIURPWKHDSSOLFDEOHUHFODLPHGZDWHU
SURYLGHULGHQWLI\LQJWKHORFDWLRQVDQGTXDQWLWLHVRIDYDLODEOHUHFODLPHGZDWHU,IVXFK
LQIRUPDWLRQKDVEHHQSURYLGHGWKHGLVWULFWVKRXOGFRQVLGHUWKDWLQIRUPDWLRQGXULQJLWV
UHYLHZRIDFRQVXPSWLYHXVHSHUPLWDSSOLFDWLRQZKHQHYDOXDWLQJWKHDELOLW\RIWKH
DSSOLFDQWWRXVHUHFODLPHGZDWHU



















$SSHQGL[$

$XJXVW0HHWLQJ$JHQGD



5HXVH6WDNHKROGHUV0HHWLQJ
&RQIHUHQFH5RRP2UODQGR8WLOLW\&RPPLVVLRQ
*DUGHQLD$YHQXH2UODQGR PDSRQRWKHUVLGH 
$XJXVWDP±SP


$JHQGD XSGDWHG 


7RSLF'LVFXVVLPSHGLPHQWVLQFHQWLYHVSROLF\FODULILFDWLRQVDQGFRQFHUQVUHJDUGLQJ
UHFODLPHGZDWHULVVXHVDVWKH\UHODWHWRFRQVXPSWLYHXVHSHUPLWWLQJ



 :HOFRPH

 ,QWURGXFWLRQ

 2YHUYLHZRI3URFHVV
 &XUUHQW5ROHV
 6WDWXWHVDQG5XOHV

 ,GHQWLILFDWLRQRI,VVXHVDQG&RQFHUQV

 'LVFXVVLRQ
 *HQHUDO3ULQFLSOHV
 3ULRULWL]DWLRQRI,VVXHV&RQFHUQV

 3ODQIRU1H[W0HHWLQJ





$


















$SSHQGL[%

$XJXVW0HHWLQJ6XPPDU\





VW5HXVH6WDNHKROGHUV0HHWLQJ6XPPDU\
2UODQGR8WLOLW\&RPPLVVLRQ
*DUGHQLD$YHQXH2UODQGR
$XJXVWDP±SP

,

:HOFRPH -DQHW/OHZHOO\Q%HYLQ%HDXGHW 
$,QWURGXFWLRQRIPHHWLQJOHDGHUV:0'DQG'(3UHSUHVHQWDWLYHVDWWKHIURQWWDEOHDQG
SDUWLFLSDQWVE\SKRQH
%0HHWLQJ3XUSRVH %HYLQ :0'V'(3QHHGWRKHDUIURPUHFODLPHGZDWHUSURYLGHUV
DQGXQGHUVWDQGWKHGLIIHUHQFHVLQKRZXWLOLWLHVSURYLGHUHFODLPHGZDWHUDFURVVWKH
VWDWH$QXPEHURILVVXHVSURPSWHGOHJLVODWLRQGXULQJWKHOHJLVODWLYHVHVVLRQDQG
VWLOOQHHGWREHDGGUHVVHG

,,

,QWURGXFWLRQ3RZHU3RLQW -DQHW 
$0HHWLQJ)RFXV'LVFXVVLPSHGLPHQWVLQFHQWLYHVSROLF\FODULILFDWLRQVDQGFRQFHUQV
UHJDUGLQJUHFODLPHGZDWHULVVXHVDVWKH\UHODWHWRFRQVXPSWLYHXVHSHUPLWWLQJ &83 
)LQGZD\VWRKHOSDOOSDUWLHVZRUNWRJHWKHUPRUHHDVLO\,GHQWLI\UHXVHDQG&83
SURJUDPDUHDVWKDWQHHGLPSURYHPHQW
%0HHWLQJ,V1RW7KHPHHWLQJLVQRWLQWHQGHGWREHDIRUXPWRIRFXVRQHYHU\LVVXH
UHODWHGWRUHXVH
&2WKHU3RZHU3RLQW7RSLFVUROHVRIWKHGLIIHUHQWHQWLWLHVVWDWXWHVDQGUXOHVJRYHUQLQJ
WKHDFWLYLWLHVRIWKHGLIIHUHQWHQWLWLHVUHXVHVWUDWHJLHVDOUHDG\LGHQWLILHGLQDQG
RFHDQRXWIDOOOHJLVODWLRQ
'(QG3URGXFW$'(3UHSRUWZLWKUHFRPPHQGDWLRQVWRDGGUHVVUHXVHFRQVXPSWLYHXVH
LVVXHV
()XWXUH0HHWLQJV0HHWLQJVKDYHEHHQSODQQHGIRU$XJXVW6HSWHPEHUDQG
2FWREHU7KLVGLVFXVVLRQLGHQWLILHGDPLVXQGHUVWDQGLQJDPRQJSDUWLFLSDQWV±
PDQ\WKRXJKWWKHWKUHHSODQQHGPHHWLQJVZRXOGEHWKHVDPHPHHWLQJFRQWHQW
SURYLGHGDWGLIIHUHQWORFDWLRQVZKHUHDVWKHPHHWLQJOHDGHUVXQGHUVWRRGWKHPHHWLQJV
WREHDFRQWLQXLQJVHULHVRIWKUHH RUPRUHLIQHHGHG PHHWLQJVWKDWSURJUHVVLYHO\
ZRUNHGRQLVVXHVLGHQWLILHGLQSUHYLRXVPHHWLQJV-DQHWDVNHGXWLOLW\SDUWLFLSDQWVLIQHZ
LVVXHFRQFHUQLQIRUPDWLRQZRXOGEHLGHQWLILHGLQWKH6HSWHPEHUPHHWLQJLIWKHVDPH
PHHWLQJFRQWHQWZHUHSUHVHQWHGXWLOLW\UHSUHVHQWDWLYHVVDLGQRWKHVDPHLVVXHVZRXOG
FRPHXS7KHJURXSGHFLGHGIXWXUHPHHWLQJVZRXOGEXLOGRQHDFKRWKHU0DQ\
SDUWLFLSDQWVDVNHGLIWKH6HSWHPEHUPHHWLQJFRXOGEHKHOGLQDPRUHFHQWUDOORFDWLRQ
VXFKDV2UODQGR6RPHSDUWLFLSDQWVZDQWHGWRFKDQJHWKH2FWREHUPHHWLQJGDWH
-DQHWDQG%HYLQDJUHHGWRORRNLQWRWKHVHFKDQJHV

,,,

,GHQWLILFDWLRQRI,VVXHVDQG&RQFHUQV $OO 
$3URFHVV(DFKSDUWLFLSDQWLQWURGXFHGKLPKHUVHOIDQGLGHQWLILHGXSWRWKUHHLVVXHVRI
SDUWLFXODUFRQFHUQ'(3VWDIIZURWHLVVXHVGRZQRQSDSHUFKDUWV RUJDQL]HGE\EURDG
LVVXH SRVWHGRQWKHZDOOVDQG:0'VWDIIWRRNQRWHV7KHUHVXOWLQJFRQWHQWUHFRUGHG
RQWKHFKDUWVDQGQRWHVLVJLYHQEHORZ
%5HJXODWRU\$XWKRULW\





5HJXODWLRQYVRYHUUHJXODWLRQ



8QLQWHQGHGFRQVHTXHQFHVRIUHJXODWLRQ



5HJXODWLRQVRYHULUULJDWLRQZLWKUHFODLPHGZDWHU

%




%DODQFHEHWZHHQHQFRXUDJHPHQWRIUHXVHDQGRYHUUHJXODWLRQ



$YRLGXQQHFHVVDU\OLWLJDWLRQ



3URWHFWLRQRIXVHUVRIUHFODLPHGZDWHU



/RFDOFRQWURO ORFDOUHJXODWLRQV 



-XULVGLFWLRQ5HXVHRSHUDWLQJSHUPLWVDQGOLDELOLWLHVWRSURYLGHUVIRUUHXVHLQDUHDV
ZKHUHSURYLGHUVKDYHQRMXULVGLFWLRQ



5HXVHRSHUDWLQJSHUPLWYVZDVWHZDWHURSHUDWLQJSHUPLW



3HUPLWWLQJUHTXLUHPHQWV±GLVWULEXWLRQWRSHUPLWWHGYVXQSHUPLWWHGDUHDV HTXLW\ 



'HILQLWLRQ:KHQGRHVUHFODLPHGZDWHUEHFRPHD³ZDWHULQWKH6WDWH"´



,QFRUSRUDWHUHXVHLQWRDJULFXOWXUDOUHJXODWLRQVEXVLQHVV



5HJXODWLRQRISULYDWHZHOOV

&2IIVHWV


,PSRUWDQWLQFHQWLYH



'HILQLWLRQDQGLPSOHPHQWDWLRQGLIIHUHQFHV



3ROLF\FRQVLVWHQF\



7UDGHSRWDEOHRIIVHWVZLWKDJULFXOWXUDODQGRWKHUQRQWUDGLWLRQDOSDUWQHUV



5HXVHFUHGLWVUHGXFWLRQLQSHUFDSLWDUHTXLUHPHQWV

',UULJDWLRQ5HVWULFWLRQ3UDFWLFHV


,PSOLFDWLRQVRIWLPHEDVHGUHVWULFWLRQV



/RFDOFRQWURO JRYHUQDVDORFDOLVVXH 



5HVWULFWLRQVIRUFHGLVSRVDORIUHFODLPHGZDWHUDQGOHVVUHXVHQHHGPRUHGLVSRVDO
RSWLRQVDQGPRUHGLVSRVDOIOH[LELOLW\



5HVWULFWLRQVLQFUHDVHVVXUIDFHZDWHUGLVFKDUJHUDLVH70'/LVVXHV




6WRUDJH
3UHVVXUHWRGLYHUWUHFODLPHGZDWHUWRUHVLGHQWLDOLUULJDWLRQQHHGGLYHUVLILFDWLLQ



3ROLFLQJFLWL]HQV±WLPHDQGFRVWHTXLWDEOHHQIRUFHPHQW



3ULYDWHZHOOUHJXODWLRQDQGHQIRUFHPHQW DOVRDQHTXLW\LVVXH 



&RQWLQXHGFXVWRPHUDFFHVV



:RUNLQJZLWKFRQVXOWDQWVV\VWHPGHVLJQ



<HDUURXQGUHVWULFWLRQV

(6XSSOHPHQWDWLRQ





/LPLWDWLRQVRQVXSSOHPHQWDOVRXUFHV



&ULWLFDOIRUPD[LPL]LQJXVHRIUHFODLPHGZDWHU



1HHGHGWRPHHWXVHUGHPDQG



'HILQLWLRQV$WZKDWSRLQWLVEOHQGHGZDWHUQRORQJHUFRQVLGHUHGDOWHUQDWLYHZDWHU
VXSSO\ $:6 RUUHFODLPHGZDWHUDVUHODWHGWRLUULJDWLRQUHVWULFWLRQV"$WZKDWSRLQW
LVEOHQGHGZDWHUQRORQJHUFRQVLGHUHGHIIOXHQW"



1HHGWRGHVLJQV\VWHPVIRUVXSSOHPHQWDWLRQ GHVLJQFDSDFLW\ 



&RVWHIIHFWLYHVWRUDJH

%


) 0DQGDWRU\5HXVH=RQHV


'HILQLWLRQDQGLPSOHPHQWDWLRQ



(FRQRPLFIHDVLELOLW\

*)XQGLQJ


*UDQWIXQGLQJ

+$65


5HJXODWLRQDVUHFODLPHGZDWHU

, ,QGLUHFW3RWDEOH5HXVH


$TXLIHUUHFKDUJH

- 2WKHU


$GGLWLRQDOGLVSRVDORSWLRQV



:HWZHDWKHUGLVFKDUJH5,%6




5HFRJQLWLRQWKDWUHXVHLVDEXVLQHVVIRUDXWLOLW\
5HFRJQLWLRQRIXWLOLWLHV¶ODUJHLQYHVWPHQWWRIXOO\LPSOHPHQWUHXVHV\VWHPV



(TXLWDEOHFRVWGLVWULEXWLRQ WD[LQJVRPHXVHUVZKHQRWKHUVXVHVHSWLFWDQOV



5HVRXUFHRSWLPL]DWLRQEHVWXVHDQGDVVLVWDQFHWRXWLOLWLHVWRDFFRPSOLVKWKLV



5HXVHIHDVLELOLW\ LQFOXGLQJHQGXVHUFRVWVOHWWLQJPDUNHWIRUFHVGLUHFWWKH
UHFODLPHGZDWHUDSSURDFK 




0RUHFRPPXQLFDWLRQDQGFROODERUDWLRQDPRQJXWLOLWLHV:0'V
'HYHORSPHQWRIFRPPRQODQJXDJHDSSURDFK



5HXVHSURPRWLRQHGXFDWLRQDQGDZDUHQHVV



6SHFLILFRSSRUWXQLWLHVIRUUHXVH JROIFRXUVHUDQFKUHSUHVHQWDWLYHV 



0DWXUHYVQHZUHXVHV\VWHPVRQHVL]HGRHVQRWILWDOO
&RQVHUYDWLRQ



,9

'LVFXVVLRQ±3ULRULWL]DWLRQRI,VVXHV&RQFHUQV $// 
$3URFHVV -DQHW VXPPDUL]HG WKH PDMRU LVVXHV UDLVHG E\ DWWHQGHHV DQG DVNHG
SDUWLFLSDQWV WR YRWH RQ WKHLU WRS WKUHH LVVXHV  1RWH WKDW DOO LGHQWLILHG LVVXHV ZLOO EH
DGGUHVVHGLQWKHGLVFXVVLRQDVWLPHDOORZVWKHSXUSRVHRIYRWLQJLVVLPSO\WRSULRULWL]H
WKHGLVFXVVLRQ3DUWLFLSDQWVDOVRQRWHGWKDWPDQ\LVVXHVRYHUODS
%,VVXH5DQNLQJ QXPEHURIYRWHV 





5HJXODWRU\$XWKRULW\  



2IIVHWV  



,UULJDWLRQ  



6XSSOHPHQWDWLRQ  



)XQGLQJ  



2SWLPL]DWLRQRIUHVRXUFH  



$655HFODLPHG5HJXODWLRQ  



0DQGDWRU\5HXVH=RQHV  

%


9

'LVFXVVLRQ±*HQHUDO3ULQFLSOHV $OO 
$3URFHVV3DUWLFLSDQWVZHUHDVNHGWRLGHQWLI\JHQHUDOSULQFLSOHVDOOFRXOGDJUHHRQ
HYHQLIZHDUHQRWDEOHWRLPSOHPHQWWKHSULQFLSOHDWWKLVWLPH
%3ULQFLSOHV


5HGXFHGHSHQGHQFHRQSRWDEOHTXDOLW\ZDWHUIRUQRQSRWDEOHXVHV
(QFRXUDJHXVHRIUHXVHTXDOLW\ZDWHU



(QVXUHUHOLDEOHGLVSRVDO



(QFRXUDJHHIILFLHQWXVHRIUHFODLPHGZDWHU GLVFRXUDJHZDVWHIXOXVH 




$SSURSULDWHTXDOLW\IRUXVHLQWHQGHG
8PEUHOOD*RDO2YHUDUFKLQJ3ULQFLSOH2SWLPL]HXVHRIUHFODLPHGZDWHUWR
DFKLHYHZDWHUUHVRXUFHJRDOV



(QFRXUDJHODQGVFDSHVWKDWPLQLPL]HWKHQHHGIRUVXSSOHPHQWDOZDWHU



(QVXUHSURWHFWLRQRISURWHFWLRQRISXEOLFKHDOWKDQGVDIHW\



&ROODERUDWLYHHIIRUWDPRQJ'(3:0'VXWLOLWLHVORFDOJRYHUQPHQWVDQGXVHUVLQ
SURPRWLQJUHFODLPHGZDWHU



(QVXUHSURWHFWLRQRIWKHHQYLURQPHQWLQLPSOHPHQWLQJUHFODLPHGZDWHUUHXVH



3URPRWHFRVWHIIHFWLYHDQGHFRQRPLFDOO\IHDVLEOHVROXWLRQVWRROVWRLQFUHDVHXVHRI
UHFODLPHGZDWHU



3URPRWHSXEOLFHGXFDWLRQXQGHUVWDQGLQJRIUHXVH LQFOXGLQJFRQVXPHUDQG
HQYLURQPHQWDOJURXSV 



9,

'LVFXVVLRQ±5HJXODWRU\$XWKRULW\
$4XHVWLRQV:K\GRZHUHJXODWHUHFODLPHGZDWHU":KDWDUHZHFRQFHUQHGDERXW"
:KDWDUHZHWU\LQJWRDFKLHYH"
%5HDVRQV


3URWHFWSXEOLFKHDOWKDQGVDIHW\



2SWLPL]HZDWHUUHVRXUFHV FRQVHUYHSRWDEOHTXDOLW\UHVRXUFHV 



0HHWJURZLQJGHPDQG



(QGXVHUFHUWDLQW\²,VWKLVDFRQWUDFWLVVXH" 

9,, 3ODQIRU1H[W0HHWLQJ
$/RFDWLRQ6FKHGXOHGIRU6HSWHPEHULQ%RFD5DWRQ-DQHWDQG%HYLQZLOOORRNLQWR
PRYLQJWKHPHHWLQJWR&HQWUDO)ORULGD
%7RSLFV3DUWLFLSDQWVDJUHHGWRFRQWLQXHWKHGLVFXVVLRQIRFXVLQJRQWKHILUVWIRXU
SULRULW\LVVXHV


5HJXODWRU\$XWKRULW\



2IIVHWV



,UULJDWLRQ



6XSSOHPHQWDWLRQ





%
















$SSHQGL[&

6HSWHPEHU0HHWLQJ$JHQGD







5HXVH6WDNHKROGHUV0HHWLQJ
2UDQJH&RXQW\8WLOLWLHV
&XUU\)RUG5RDG2UODQGR PDSRQEDFN 
6HSWHPEHUDP±SP


$JHQGD


7RSLF&RQWLQXDWLRQRIWKHGLVFXVVLRQRQUHFODLPHGZDWHULVVXHVDVWKH\UHODWHWR
FRQVXPSWLYHXVHSHUPLWWLQJ)RFXVWRSLFVIRUWKLVPHHWLQJDUHLUULJDWLRQ
UHJXODWLRQRIIVHWVDQGVXSSOHPHQWDWLRQRIUHFODLPHGZDWHU



 :HOFRPH

 6XPPDU\RI$XJXVW0HHWLQJ -DQHW/OHZHOO\Q 

 ,UULJDWLRQ


3URSRVHG6-5:0'5XOH&RQFHSWV +DO:LONHQLQJ 



'UDIW'(33ROLF\6WDWHPHQW -DQHW/OHZHOO\Q 



'LVFXVVLRQ


 5HJXODWRU\$XWKRULW\


&RPSDULVRQRI:0'5HXVH5HTXLUHPHQWV :0'6WDII 



'LVFXVVLRQ


 2IIVHWV




3UHVHQWDWLRQRQ&RPPRQ8QGHUVWDQGLQJRI7HUPV -DQHW
/OHZHOO\Q 
'LVFXVVLRQ


 6XSSOHPHQWDWLRQ


,VVXH5HILQHPHQW 8WLOLWLHV%HYLQ%HDXGHW 



'LVFXVVLRQ


 3ODQIRU1H[W0HHWLQJ



&




















$SSHQGL['

6HSWHPEHU0HHWLQJ6XPPDU\











QG5HXVH6WDNHKROGHUV0HHWLQJ6XPPDU\
2UDQJH&RXQW\8WLOLWLHV
&XUU\)RUG5RDG2UODQGR
6HSWHPEHUDP±SP


,

,,


,,,


:HOFRPH -DQHW/OHZHOO\Q 
6XPPDU\RI$XJXVW0HHWLQJ±3RZHU3RLQW -DQHW 
-DQHWSUHVHQWHGDEULHIVXPPDU\RIWKHILUVW5HXVH6WDNHKROGHUVPHHWLQJKHOG$XJXVW
3DUWLFLSDQWVDWWKDWPHHWLQJYRWHGWRGLVFXVVWKHIRXUWRSLFVRQWRGD\¶VDJHQGD
LUULJDWLRQUHJXODWRU\DXWKRULW\RIIVHWVDQGVXSSOHPHQWDWLRQ 0DWHULDOVIURPWKHILUVWDQG
VHFRQGPHHWLQJVDUHDYDLODEOHRQ'(3¶VUHXVHZHEVLWHDW

KWWSZZZGHSVWDWHIOXVZDWHUUHXVHQHZVKWP

1RWH(DFKVHJPHQWRI-DQHW¶V3RZHU3RLQWSUHVHQWDWLRQUHIHUHQFHGLQWKLVVXPPDU\LV
LQFOXGHGLQWKHRQH'(3SUHVHQWDWLRQDYDLODEOHRQWKHZHEVLWHDERYH

'LVFXVVLRQ7RSLF,UULJDWLRQ
$3URSRVHG6-5:0'5XOH&RQFHSWV±3RZHU3RLQW +DO:LONHQLQJ 

+DOPDGHDSUHVHQWDWLRQRQ6-5:0'¶VSURSRVHGFKDQJHVWRWKHUXOHUHTXLUHPHQWVIRU
,UULJDWLRQW\SHZDWHUXVHIRFXVLQJRQWKHUHFODLPHGZDWHUSURYLVLRQV7KHSUHVHQWDWLRQ
LVDYDLODEOHDWWKHZHEVLWH

$GGLWLRQDOSRLQWVFODULILFDWLRQV

 7KLVGUDIWUXOHLVDZRUNLQSURJUHVV²LWLQFRUSRUDWHVVXJJHVWLRQVIURPWKHODVW
PHHWLQJDQGLVVWLOOEHLQJUHYLHZHGDQGFRPPHQWHGRQE\GLVWULFWVWDNHKROGHUV
7KHGUDIWUXOHDSSOLHVWRXVHUVIDOOLQJXQGHUWKHJHQHUDOSHUPLW&83KROGHUVPD\
KDYHGLIIHUHQWUHTXLUHPHQWV

 7KHGUDIWUXOHHPSKDVL]HVHIILFLHQF\LQDOOODQGVFDSHLUULJDWLRQLQFOXGLQJ
UHFODLPHGZDWHUUHXVH7KLVLVSDUWLFXODUO\LPSRUWDQWLQOLJKWRIFXUUHQWFKDOOHQJHV
WRWZR&83DSSOLFDWLRQVVHHNLQJVXSSOHPHQWDOZDWHUIRUUHFODLPHGZDWHU
LUULJDWLRQ7KHô´SHU]RQHDQGKRXUSHU]RQHLUULJDWLRQILJXUHVDUHEDVHGRQ
,)$6VWXGLHVDQGDUHLQWHQGHGWREHDVWHSWRZDUGFKDQJLQJXVHUEHKDYLRUDQG
UHDFKLQJWKHJRDORIXVLQJUHFODLPHGZDWHUVRXUFHVPRUHHIILFLHQWO\






)URPODVWPHHWLQJWKHGLVWULFWXQGHUVWRRGWKDWXWLOLWLHVPLJKWQHHGPRUHLUULJDWLRQ
GD\VDQGPRUHIOH[LELOLW\LQFKRRVLQJWKHGD\V7KHUHYLVHGGUDIWUXOHLQFOXGHVD
XWLOLW\QRWLILFDWLRQSURFHVVWRDOORZLUULJDWLRQRQPRUHWKDQWZRGD\VSHUZHHN
GXULQJ'D\OLJKW6DYLQJV7LPHDQGRQHGD\SHUZHHNGXULQJ(DVWHUQ6WDQGDUG
7LPH WKHRQHGD\SHUZHHNLVDQHZSURYLVLRQWRR 7KHQRWLILFDWLRQSURFHVV
GRHVQRWUHTXLUH6-5:0'SUHDSSURYDODQGLWGRHVQRWUHRSHQDXWLOLW\¶V&83
+RZHYHUWKHQH[WWLPHWKHXWLOLW\FRPHVLQIRUDILYH\HDUUHYLHZPRGLILFDWLRQRU
UHQHZDOWKHGLVWULFWZLOOHYDOXDWHWKHXWLOLW\¶VZDWHUFRQVHUYDWLRQSODQLQFOXGLQJLWV
UHFODLPHGZDWHUXVH

'





7KHGUDIWUXOHVWLOOVSHFLILHVGD\VRIWKHZHHNE\DGGUHVVZLWKWKHQHZSURYLVLRQ
WRLQFUHDVHWKHQXPEHURILUULJDWLRQGD\VSHUZHHNWKURXJKWKHQRWLILFDWLRQ
SURFHVV7LPHRIGD\UHVWULFWLRQVDUHVWLOOLQSODFHZLWKRXWFKDQJH



7KHSURYLVLRQQRWWRZDWHUGXULQJUDLQHYHQWVZDVPHDQWWRDGGUHVVFRPSODLQWV
WKHGLVWULFWUHFHLYHVDERXWLUULJDWLRQGXULQJUDLQVWRUPV$FRXSOHRISDUWLFLSDQWV
DGYLVHGWKLVLWHPGRHVQRWQHHGWREHDGGUHVVHGLQWKHUXOHDQGWKDWVRPHWLPHV
UDLQDPRXQWVDUHWLQ\DQGLUULJDWLRQZLWKUHFODLPHGZDWHUVWLOOLVQHHGHG



6HQGFRPPHQWVRUVXJJHVWLRQVRQWKHGUDIWUXOHWR





1RUPD0HVVHU
6W-RKQV5LYHU:DWHU0DQDJHPHQW'LVWULFW
5HLG6WUHHW
3DODWND)/RU
QPHVVHU#VMUZPGFRP

%'UDIW'(33ROLF\6WDWHPHQW±3RZHU3RLQW+DQGRXW -DQHW 

-DQHWZHQWRYHUWKHGUDIWLUULJDWLRQSROLF\VHQWRXWEHIRUHWKHPHHWLQJLWHPE\LWHP
+DO¶VSUHVHQWDWLRQZDVDQH[DPSOHRIKRZWKLVSROLF\PLJKWEHLPSOHPHQWHG

$GGLWLRQDOSRLQWVFRPPHQWV

 7KHGUDIWSROLF\LVGLUHFWHGDWLUULJDWLRQEHFDXVHWKLVZDVWKHLQWHUHVWRIWKH
SDUWLFLSDQWVDWWKH$XJXVWPHHWLQJ(IILFLHQWXVHHQFRPSDVVHVPRUHWKDQ
MXVWODQGVFDSHLUULJDWLRQVXFKDVUHFUHDWLRQDQGLQGXVWULDOFRPPHUFLDO
UHFODLPHGZDWHUXVHV



7KHJRDORIWKHSROLF\LVRSWLPDOXVH PHDQLQJIXOODQGHIILFLHQWXVHRIUHFODLPHG
ZDWHU DQGQRWMXVWIRULUULJDWLRQ8WLOLWLHVDGYLVHGWKHWHUPVIXOOXVHDQG
HIILFLHQWXVHVWLOOQHHGGHILQLWLRQ



7KHODQJXDJHLQWKLVGRFXPHQWLVLQWHQGHGDVKLJKOHYHOSROLF\ODQJXDJHDQGLV
OHVVVSHFLILFWKDQ6-5:0'¶VSURSRVHGUXOHODQJXDJH3ROLF\ODQJXDJHLVD
WRROIRUDVVXULQJFRQVLVWHQF\DPRQJ:0'UXOHV7KH:0'VLPSOHPHQWWKH
SROLF\DQGPXVWXVHPRUHVSHFLILFODQJXDJHWRGRVR2QHWRSLFWREH
DGGUHVVHGLVZKHWKHURUQRWDOO:0'VVKRXOGKDYHUXOHVWKDWDUHDOLNHRULI
WKHUHFDQEHVRPHGLIIHUHQFHVDPRQJWKHP2QFHWKHUHLVFRQVHQVXVRQWKH
SROLF\ZHQHHGWRGHFLGHLILWVKRXOGEHSODFHGLQ&KDSWHU)$&RU
HOVHZKHUH



6WDNHKROGHUVQHHGWRLGHQWLI\WKHEHVWXVHIRUWKHUHFODLPHGZDWHUEHIRUHWKHUH
LVFDSLWDOLQYHVWPHQWE\WKHXWLOLWLHV)RUH[DPSOHLQVWDOOLQJLUULJDWLRQSLSHVLV
YHU\FRVWO\DQGRQFHDXWLOLW\LQYHVWVLQXVLQJUHFODLPHGZDWHUIRULUULJDWLRQLWLV
GLIILFXOWODWHUWRFKDQJHWRRULQYHVWPRUHPRQH\LQDQRQLUULJDWLRQXVHVXFKDV
DTXLIHUUHFKDUJH



%XOOHW$GGLWLRQDOVXJJHVWLRQV










'


R 1HHGWRH[SORUHWKHEDODQFHEHWZHHQLUULJDWLRQHIILFLHQF\YVGLVSRVDO
HIILFLHQF\UHFRJQL]LQJWKDWZKHQXWLOLWLHVGHYHORSDUHFODLPHGZDWHU
V\VWHPIRULUULJDWLRQWKH\EDVHLWRQDFHUWDLQGHVLJQDQGDVSHFLILF
VWRUDJHDPRXQW,IWKHUHLVWRRPXFKUHFODLPHGZDWHULWKDGWREH
GLVSRVHGRIE\GHHSZHOORUGLVFKDUJHWRVXUIDFHZDWHU'LVSRVDO
HIILFLHQF\FDQEHORZHYHQLILUULJDWLRQHIILFLHQF\LVKLJK

R 1HHGWRDGGODQJXDJHWKDWHQFRXUDJHVXVHRIUDLQVHQVRUVDQGRWKHU
WHFKQRORJ\7HFKQRORJLFDOGHYLFHVFDQLQGXFHPXFKPRUHHIILFLHQF\
WKDQUHVWULFWLRQE\GD\DQGWLPH



%XOOHW±6WDNHKROGHUVQHHGWRGHYHORSFULWHULDWRHYDOXDWHZKHQPHHWLQJGD\
RIZHHNLUULJDWLRQUHVWULFWLRQVLVQRWIHDVLEOH



%XOOHW±:HQHHGWRNQRZKRZPXFKUHFODLPHGZDWHULVEHLQJXVHGLQRUGHUWR
GHWHUPLQHLIWKHXVHLVHIILFLHQW



%XOOHW±&RXOG:DWHU3URWHFWLRQDQG6XVWDLQDELOLW\3URJUDPIXQGVEHXVHG
E\FRDVWDOFRPPXQLWLHVIRUDTXLIHUUHFKDUJHRUUDSLGLQILOWUDWLRQEDVLQV"<HVLI
LWLVWLHGWRPDNLQJDGGLWLRQDOZDWHUDYDLODEOHIRUXVH



%XOOHW±$GGLWLRQDOVXJJHVWLRQV






R 1HHGVWURQJHUODQJXDJHWRVXSSRUW DQGSHUKDSVUHTXLUH" ORFDO
RUGLQDQFHVHVSHFLDOO\EHFDXVHORFDOJRYHUQPHQWVPD\UHVLVWDGRSWLQJ
RUGLQDQFHV1HHGWRUHIHUHQFHWKH/DQGVFDSH,UULJDWLRQ )ORULGD
)ULHQGO\'HVLJQ6WDQGDUGVERRNOHW$OVRQHHGWRDGGUHVVZKDWDXWLOLW\
FDQGRZKHQORFDOJRYHUQPHQWVZRQ¶WDGRSWRUGLQDQFHV

R 1HHGWRIRFXVRQWKHXVHRIWHFKQRORJ\ UDLQVHQVRUVHWF ²LWLVRIWHQ
PRUHHIIHFWLYHWKDQHGXFDWLRQLQWHUPVRIGROODUVVSHQW

R /DVWOLQHFKDQJH³WLPHV´WR³HIILFLHQF\´WREURDGHQWKHVFRSH




R 6XSSOHPHQWDWLRQQHHGVWREHDGGUHVVHG

%XOOHW VXJJHVWHGDGGLWLRQ ±1HHGDEXOOHWLGHQWLI\LQJZKR SURYLGHURUXVHU 
KDVWKHUHVSRQVLELOLW\IRUHIILFLHQWUHFODLPHGZDWHUXVH6RPHXWLOLWLHVWKRXJKW
WKLVUHVSRQVLELOLW\VKRXOGOLHZLWKWKHXVHUQRWWKHSURYLGHUEHFDXVHHIILFLHQW
XVHUHTXLUHVWKHSDVVLQJRIORFDORUGLQDQFHVDQGLVEH\RQGWKHDXWKRULW\RIWKH
XWLOLW\(QGXVHUVFRXOGEHUHTXLUHGWRXVHUDLQVHQVRUVHWFWRDVVXUH
HIILFLHQF\UDWKHUWKDQGD\VRIZHHN6-5:0'WKRXJKWWKLVZDVDMRLQW
UHVSRQVLELOLW\RISURYLGHUVDQGXVHUV,QVRPHFDVHVWKHXWLOLW\LVERWKWKH
SURYLGHUDQGXVHU,QDOOFDVHVWKHSURYLGHULVUHVSRQVLEOHIRUPHHWLQJWKH
UHDVRQDEOHEHQHILFLDOWHVWDQGIRUHYDOXDWLQJUHXVHIHDVLELOLW\DQGWKHXVHULV
UHVSRQVLEOHIRUIROORZLQJLUULJDWLRQUHVWULFWLRQGD\VWLPHV





'




&RPPHQWVDUHGXHWRE\2FWREHUWR


&DURO\Q9R\OHV
2IILFHRI:DWHU3ROLF\
)/'HSWRI(QYLURQPHQWDO3URWHFWLRQ
%ODLU6WRQH5RDG06
7DOODKDVVHH)/
FDURO\QYR\OHV#GHSVWDWHIOXV
,9



'LVFXVVLRQ7RSLF5HJXODWRU\$XWKRULW\
$&RPSDULVRQRI:0'5HXVH5HTXLUHPHQWV±3RZHU3RLQW+DQGRXW -DQHW 
:0'6WDII 

$VUHTXHVWHGE\SDUWLFLSDQWVDWWKHODVWPHHWLQJ-DQHWZHQWRYHUDKDQGRXWDQGD
3RZHU3RLQWWDEOHFRPSDULQJUHFODLPHGZDWHUUHTXLUHPHQWVDPRQJWKHZDWHU
PDQDJHPHQWGLVWULFWV:0'VWDIIDQVZHUHGTXHVWLRQVDERXWLQGLYLGXDOGLVWULFW
UHTXLUHPHQWV65:0'FXUUHQWO\LVLQUXOHPDNLQJLQPDQ\FDVHVWKHLU³1R´DQVZHUWRD
TXHVWLRQPD\EHFRPH³<HV´LQ0DUFK

7KHGLVFXVVLRQIRFXVHGRQWKUHHPDLQWRSLFVIHDVLELOLW\SHUPLWWLQJDQGHIILFLHQF\

 (FRQRPLF)HDVLELOLW\  ±7KHGHWHUPLQDWLRQRIHFRQRPLFIHDVLELOLW\LVKDUGWR
JUDSSOHZLWKDQGLWJHWVUHVROYHGWKURXJKGLVFXVVLRQZLWKWKH:0'6):0'KDV
HFRQRPLFIHDVLELOLW\FULWHULDLQWKHLU%DVLVRI5HYLHZ6-5:0'XVHVFRQVXOWDQWV
WRHYDOXDWHHFRQRPLFIHDVLELOLW\7KLVGLVWULFWDGYLVHGWKDWSDUWLFLSDQWVSUREDEO\
ZRXOGQ¶WZDQWVSHFLILFQXPHULFVWDQGDUGVEHFDXVHRQHVL]HGRHVQRWILWDOO$OLVW
RIHYDOXDWLRQIDFWRUVRUDVWDQGDUGL]HGHYDOXDWLRQSURFHVVPLJKWEHYDOXDEOHEXW
WKH:0'VQHHGIOH[LELOLW\WRORRNDWWKHHFRQRPLFVLWXDWLRQRIWKHDSSOLFDQW
6:):0'DGYLVHGWKDWDQDSSOLFDQWUHTXHVWLQJWRJREDFNWRD³VWDQGE\´&83
EHFDXVHUHFODLPHGZDWHULVQRZPRUHH[SHQVLYHZLOOEHHYDOXDWHGDFFRUGLQJWR
WKHVDPHFULWHULDDVLQWKHLQLWLDO&83²LVXVHRIUHFODLPHGZDWHUIHDVLEOH"
5HFODLPHGZDWHUXVHFDQQRWEHDEDQGRQHGVLPSO\EHFDXVHLWFRVWVDIHZFHQWV
PRUH






+RZZRXOGIHDVLELOLW\ZRUNLQWKLVVLWXDWLRQ,WPLJKWEHIHDVLEOHWRVHQGUHFODLPHG
ZDWHUWRDJROIFRXUVHEXWIURPWKHXWLOLW\¶VSHUVSHFWLYHWKLVPD\QRWEHWKHEHVW
SODFHWRVHQGLWEHFDXVHRIORZGHPDQGE\WKHJROIFRXUVH LHQRWDJRRGXWLOLW\
FXVWRPHUVRLWLVQRWGHVLUDEOHWRUXQOLQHVWRWKDWHQGXVHU DQGWKHUHPD\EHD
EHWWHUFXVWRPHUHOVHZKHUH"6-5:0'±7KLVVLWXDWLRQFRXOGEHDEDVLVWRVD\
LW¶VQRWWHFKQLFDOO\IHDVLEOHWRVHUYHWKHJROIFRXUVH

:KDWLIDXVHULVWRRVPDOOWRQHHGD&83"7KH\PD\GHFLGHWKH\GRQ¶WQHHG
UHFODLPHGZDWHUDQGZDQWWRLUULJDWHIURPVPDOOZHOOV6):0'H[HPSWVVPDOO
XVHUV6:):0'UHSRUWHGWKDWVRPHORFDOJRYHUQPHQWVUHJXODWHUHFODLPHG
ZDWHUWKURXJKORFDORUGLQDQFHV6-5:0'XVHVWKHLUJHQHUDOSHUPLWIRUVPDOO
GRPHVWLFZHOOVEXWWKLVPD\QRORQJHUEHQHHGHGDQGWKH\DUHUHH[DPLQLQJWKLV
LVVXH






8WLOLWLHVDQG:0'VZRXOGEHQHILWIURPZRUNLQJWRJHWKHURQ0DVWHU:DWHU3ODQV
DQGGHYHORSPHQWRIUHFODLPHGZDWHUSODQV)RUH[DPSOHORWVRIKRPHRZQHU
DVVRFLDWLRQVDQGJROIFRXUVHVZHUHJHWWLQJZHOOZDWHUSHUPLWVLQDUHDVSODQQHG

'


IRUUHFODLPHGZDWHUOLQHV$EHWWHUSDUWQHUVKLSFRXOGSUHYHQWWKLVVLWXDWLRQIURP
RFFXUULQJ



6):0'UHTXLUHVHQGXVHUVWRUHSRUWUHFODLPHGIHDVLELOLW\DQQXDOO\DQGWKH\
PXVWWDNHUHFODLPHGZDWHULIIHDVLEOHHYHQLILWLVLQWKHPLGGOHRID&83  
7KHGLVWULFWWULHVWROLQNDXWLOLW\¶VDQQXDOUHSRUWZLWKZKHUHUHFODLPHGOLQHVZLOOJR
7KHUXOHVGRQRWUHTXLUHDVPDOOJHQHUDOSHUPLWKROGHUWRXVHUHFODLPHGZDWHU²
PD\EHWKH6)SURJUDPKDVPDWXUHGEH\RQGWKHVHUXOHV



$YDLODELOLW\  ±:0'VZLOONQRZDERXWUHFODLPHGZDWHUDYDLODELOLW\IURP
XWLOLWLHV6-5:0'DQG6):0'DOVRPHHWZLWK'(3UHJLRQDORIILFHVWROHDUQ
ZKDWWKHUHFODLPHGZDWHUVLWXDWLRQLV



&RQVHUYDWLRQ3ODQV  ±7KHTXHVWLRQZDVRGGO\ZRUGHG7KHXVHRI
UHFODLPHGZDWHUKDVWREHDGGUHVVHGEXWLWPD\RUPD\QRWEHDGGUHVVHGLQD
FRQVHUYDWLRQSODQ



5HSRUWLQJ$PRXQWRI5HFODLPHG:DWHU3URYLGHG  ±7KHTXHVWLRQZDVRGGO\
ZRUGHG$OOSHUPLWWHHVUHSRUWWKLVLQIRUPDWLRQDQQXDOO\WR'(3



0HWHULQJ  ±,Q65:0'ZKHUHUHFODLPHGLQWHUORFDODJUHHPHQWVKDYHEHHQ
H[HFXWHGWKHORFDOJRYHUQPHQWVPHWHUHQGXVHUV6:):0'OHDYHVPHWHULQJ
XSWRWKHXWLOLW\EXWUHTXLUHVDPDVWHUPHWHUIRUVXEGLYLVLRQVDQGODUJHXVHUV
6RPHXWLOLWLHVGRPHWHUVPDOOHUXVHUVEHFDXVHPHWHULQJDQGYROXPHEDVHGUDWHV
UHGXFHGHPDQG



(IILFLHQF\  ±,IWKHUHLVQR&83DQGRQO\DUHFODLPHGZDWHUXVHUZKDW
DXWKRULW\DOORZVRQHWRUHTXLUHHIILFLHQWXVH"$QG'LVWULFW&RXUWRI$SSHDOV
GHFLVLRQWKDWIRXQGUHFODLPHGZDWHULVZDWHU7KHUHJXODWRU\DXWKRULW\LQFOXGHV
QRWRQO\QDWXUDOZDWHUEXWDOVRKDUQHVVHGZDWHURUZDWHUWKDWLVDSURGXFW
PHDQLQJWKH&83SURJUDPH[WHQGVWRVHFRQGDU\XVHUVDQGSXUFKDVHUVRIZDWHU











:KHQGRHVUHFODLPHGZDWHUIURPDIDFLOLW\EHFRPHDEOHWREHUHSHUPLWWHGWR
VRPHRQHHOVH",Q6-5:0'LIWKHZKROHVDOHFXVWRPHULVQ¶WLQWKHPDVWHU&83
DQGWKHDPRXQWLVLQH[FHVVRIJSGWKHQWKH\PXVWJHWDVHFRQGDU\
&83

,IUHFODLPHGZDWHULVZDWHUDQGWKHVWDWHFDQUHJXODWHLWFDQD:0'GHFLGH
UHFKDUJHLVEHVWDQGUHTXLUHWKLVXVHUDWKHUWKDQDOORZLQJDXWLOLW\WRVHOOWKHZDWHU
WRDSD\LQJFXVWRPHU"1RWKH/HJLVODWXUHSURKLELWVWKLVZKHQWKHZDWHULV
DOUHDG\XQGHUFRQWUDFW






$UHQ¶W:0'VUHGLUHFWLQJUHFODLPHGZDWHUEHWZHHQXVHUVZKHQOLPLWLQJLUULJDWLRQ
WRVSHFLILFGD\VRIWKHZHHN"1RWKLVLVRQO\DQHIILFLHQWZDWHUXVHLVVXHQRWD
UHGLUHFWLRQLVVXH

0DQGDWRU\5HXVH=RQHV  ±0DQGDWRU\5HXVH]RQHVKDYHEHHQHVWDEOLVKHG
LQWKUHHGLVWULFWV6):0'65:0'DQG6-5:0'PRVWO\IRULUULJDWLRQ,Q
6-5:0'WKHSUHHPSWLYHDXWKRULW\LVVXHZDVUHVROYHGE\LQFOXGLQJODQJXDJHLQ
ORFDORUGLQDQFHVUHTXLULQJUHFODLPHGZDWHUXVHXQOHVVWKHGLVWULFWUHTXLUHG
RWKHUZLVH7KLVDOORZHGWKHXWLOLW\WRXVHWKHPRVWORJLFDOORZHVWTXDOLW\VRXUFH
ZKLFKVRPHWLPHVPD\EHDQRWKHUVRXUFHVXFKDVVWRUPZDWHU'(3

'


UHFRPPHQGVKDYLQJVLPLODUSUHHPSWLRQFODXVHVLQORFDORUGLQDQFHVHVWDEOLVKLQJ
PDQGDWRU\UHXVH]RQHV
9



'LVFXVVLRQ7RSLF2IIVHWV
$&RPPRQ8QGHUVWDQGLQJRI7HUPV±3RZHU3RLQW -DQHW 

-DQHWJDYHDVKRUWSUHVHQWDWLRQRQRIIVHWVDVLPSDFWDYRLGDQFHYVRIIVHWVWKDWUHGXFH
XVH FUHGLW 7KHFRQFHSWVSUHVHQWHGZHUHDFFHSWDEOHWRWKH:0'V7KHGLVFXVVLRQ
IRFXVHGRQZKRJHWVFUHGLWIRUUHGXFHGXVHRIIVHWVDQGKRZORQJFUHGLWVODVW

,VVXHVSRLQWVZHUH

 :KRJHWVWKHFUHGLW"7KHSHUVRQWDNLQJWKHDFWLRQWRUHGXFHXVHJHWVWKHFUHGLW
,QWKHJROIFRXUVHH[DPSOHWKH&LW\ SURYLGHURIUHFODLPHGZDWHU JHWVWKHFUHGLW

:KDWLIDXVHUVXFKDVDFLWUXVJURYHJRHVRXWRIEXVLQHVV"'(3LQGLFDWHGWKDW
WKHZDWHUXVHGZRXOGJREDFNLQWRWKHSRWDQGRWKHUVFDQDSSO\IRULW

 +RZORQJGRFUHGLWVODVW"7KHXWLOLWLHVYRLFHGJUHDWFRQFHUQWKDWDFUHGLWPLJKWEH
ORVWLIQRWXVHGLPPHGLDWHO\7KH\QRWHGWKDWHYHQLIWKHXWLOLW\GRHVQRWXVHWKH
FUHGLWLPPHGLDWHO\WKH\PD\KDYHSODQQHGWRXVHWKHFUHGLWHGDPRXQWDVD
IXWXUHZDWHUVRXUFHLQWKHLU0DVWHU:DWHU3ODQ7KLVSODQQHGIXWXUHXVHPD\
H[WHQGEH\RQGWKHFXUUHQWSHUPLWSHULRG8WLOLWLHVQHHGVRPHDVVXUDQFHWKH\ZLOO
QRWORVHWKHFUHGLWLIWKH\DUHJRLQJWRPDNHWKHFDSLWDOLQYHVWPHQWLQUHFODLPHG
ZDWHU6:):0'GRHVQRWWDNHWKHFUHGLWEDFN7KHFUHGLWLVWLHGEDFNWRWKH
XWLOLW\DW&83UHQHZDO6):0'KDVQRWHQFRXQWHUHGWKLVVLWXDWLRQ\HW

 $WZKDWSRLQWGRHVQRWXVLQJDFUHGLWEHFRPHZDWHUEDQNLQJ" 7REHDGGUHVVHG 




7KHFRQFHSWRIRIIVHWDVFUHGLWDSSHDUVLQ6):0'¶V5HJLRQDO:DWHU$YDLODELOLW\
UXOHDQG/DNH2NHHFKREHH6HUYLFH$UHDDQGLQ6:):0'¶V6:8&$UXOHV²
DUHDVZKHUH\RXFDQ¶WRWKHUZLVHJHWD&83IRUDGGLWLRQDOZDWHUIURPVSHFLILF
VRXUFHV,WPD\QRWPDNHVHQVHWRH[SDQGWKHVHFULWHULDWRRWKHUDUHDV



:DWHUFRQVHUYDWLRQUHTXLUHVXWLOLWLHVWRPDNHDFDSLWDOLQYHVWPHQWVRZK\LVLWQRW
DQRIIVHW"%HFDXVHDXWLOLW\LVUHTXLUHGWREHGRLQJFRQVHUYDWLRQLQRUGHUWRJHWD
SHUPLW6RPHXWLOLWLHVGRQ¶WWKLQNRIFRQVHUYHGZDWHUDVDVRXUFHEHFDXVHWKH
DPRXQWPD\QRWEHGHSHQGDEOH6WLOODVDERYHVRPHXWLOLWLHVVDLGWKH\QHHG
VRPHDVVXUDQFHWKH\ZLOOQRWORVHWKHDPRXQWRIFRQVHUYHGZDWHULIWKH\DUH
JRLQJWRPDNHWKHFDSLWDOLQYHVWPHQW$OVRVRPHXWLOLWLHVVDLGFRQVHUYDWLRQ
UHTXLUHPHQWVPD\QHHGWREHSDFHGVRWKDWWKH\GRQ¶WXSVHWWKHILQDQFLDOHQJLQH
RIWKHXWLOLW\2QWKHRWKHUKDQGFRQVHUYDWLRQLVDPHWKRGWRDYRLGRUGHOD\WKH
QHHGWRGHYHORSWKHPRUHH[SHQVLYH$:6



:0'VDQG'(3GRQRWREMHFWWRDGGLQJFRQVHUYDWLRQWRWKHGHILQLWLRQRI$:6




9,



'LVFXVVLRQ7RSLF6XSSOHPHQWDWLRQ
7LPHUDQRXWEHIRUHZHUHDFKHGWKLVWRSLF,WZLOOEHRQWKHDJHQGDIRUWKHQH[WPHHWLQJ





'


9,, 3ODQIRU1H[W0HHWLQJ

$'DWH

3DUWLFLSDQWVDJUHHGWRPRYHWKHQH[WPHHWLQJ¶VGDWHIURP2FWREHUWR1RYHPEHULQ
2UODQGRIURPDPWRSPORFDWLRQ7%$ 6LQFHWKHPHHWLQJWKHORFDWLRQKDVEHHQ
FRQILUPHG:HZLOOPHHWDWWKHVDPHIDFLOLW\²2UDQJH&RXQW\8WLOLWLHV 

%5HPLQGHU

7KHGXHGDWHIRUFRPPHQWVRQWKHGUDIWLUULJDWLRQSROLF\LV2FWREHU





'






















$SSHQGL[(

'(3'UDIW,UULJDWLRQ3ROLF\









ƌĂĨƚWŽůŝĐǇ^ƚĂƚĞŵĞŶƚϬϵͲϭϮͲϬϴ


,VVXH$VVXULQJ(IILFLHQW8VHRI5HFODLPHG:DWHULQ,UULJDWLRQ

 )ORULGDFRQWLQXHVWRVWURQJO\HQFRXUDJHDQGSURPRWHWKHUHXVHRIUHFODLPHGZDWHU
 5HXVHLVDFULWLFDOFRPSRQHQWRIPHHWLQJWKHVWDWH¶VH[LVWLQJDQGIXWXUHZDWHUVXSSO\
QHHGVZKLOHVXVWDLQLQJQDWXUDOV\VWHPV
 5HFODLPHGZDWHULVDYDOXDEOHZDWHUUHVRXUFH7KHVWDWHJRDOLVWRXVHUHFODLPHGZDWHU
DVHIILFLHQWO\DQGHIIHFWLYHO\DVDQ\RWKHUZDWHUVRXUFH
 'D\RIZHHNDQGKRXUVRIWKHGD\LUULJDWLRQUHVWULFWLRQVDUHLPSRUWDQWWRROVDPRQJ
RWKHUVLQDVVXULQJWKDWWKHXVHRIUHFODLPHGZDWHUIRULUULJDWLRQLVHIILFLHQWDQGLVQRW
ZDVWHG
 ,WLVUHFRJQL]HGWKDWGLIIHUHQWUHFODLPHGZDWHUV\VWHPVZLOOH[KLELWGLIIHUHQWOHYHOVRI
PDWXULW\)RUH[DPSOHQHZHUV\VWHPVRIWHQZLOOIDFHFKDOOHQJHVLQGHYHORSLQJWKHLU
FXVWRPHUEDVHVDQGZLOOEHLQFOLQHGWRRIIHULQFHQWLYHVIRUWKHXVHRIUHFODLPHGZDWHUWKDW
DUHEDVHGRQXQUHVWULFWHGXVH2OGHUPRUHPDWXUHV\VWHPVZLOOEHPXFKPRUHOLNHO\WR
XVHHIILFLHQF\PHDVXUHVLQDQHIIRUWWRFRQVHUYHWKHLUUHVRXUFHDQGWREHDEOHWRVHUYH
DGGLWLRQDOFXVWRPHUVZLWKWKHLUOLPLWHGVXSSOLHV
 ,QVRPHFDVHVGD\RIZHHNUHVWULFWLRQVRQLUULJDWLQJZLWKUHFODLPHGZDWHUPD\QRWEH
IHDVLEOHDWWKLVWLPH7KHUHFDQEHXQLQWHQGHGFRQVHTXHQFHVZLWKUHJDUGWR
PDQDJHPHQWRIZDVWHZDWHUGLVFKDUJHV)RUH[DPSOHXQOHVVWKHUHLVDVXIILFLHQWQXPEHU
RIFXVWRPHUVDORQJZLWKVXIILFLHQWVWRUDJHDYDLODEOH RUWREHFRQVWUXFWHG WKHUHPD\EH
WLPHVRIH[FHVVUHFODLPHGZDWHUZKLFKZLOOUHTXLUHGLVSRVDOYLDGLVFKDUJLQJWRVXUIDFH
ZDWHURUE\GHHSZHOOLQMHFWLRQ,WLVUHFRJQL]HGWKDWWKHVWDWHJRDOFDQQRWEHDFKLHYHG
LPPHGLDWHO\IRUDOOUHFODLPHGZDWHUV\VWHPV
 7KHEXUGHQRIGHPRQVWUDWLQJWKDWFRPSOLDQFHZLWKGD\RIZHHNUHVWULFWLRQVLVQRW
IHDVLEOHIDOOVRQWKHJHQHUDWRURIUHFODLPHGZDWHU7KHVWDWHDQGZDWHUPDQDJHPHQW
GLVWULFWVLQFRQVXOWDWLRQZLWKVWDNHKROGHUVVKRXOGGHYHORSFULWHULDIRUGHWHUPLQLQJZKHQ
LWLVQRWIHDVLEOHWRPHHWWKHGD\RIZHHNUHVWULFWLRQVWKDWRWKHUXVHUVGR,ILWLV
GHPRQVWUDWHGWKDWLWLVQRWIHDVLEOHWRFRPSO\LPPHGLDWHO\WKHUHVKRXOGEHDSURFHVVWR
LGHQWLI\WKHVWHSVQHHGHGDQGDWLPHWDEOHIRUWKRVHVWHSVWREHWDNHQWKDWZLOOUHVXOWLQ
FRPSOLDQFHZLWKWKHVWDWHJRDORIHIILFLHQWXVHRIUHFODLPHGZDWHULQWKHIXWXUH
 0HWHULQJRIUHFODLPHGZDWHUXVHDQGLPSOHPHQWDWLRQRIYROXPHEDVHGUDWHVIRU
UHFODLPHGZDWHUVHUYLFHVKRXOGEHLPSOHPHQWHGDVDPHDQVIRUSURPRWLQJHIILFLHQWDQG
HIIHFWLYHXVHRIUHFODLPHGZDWHU$FFRUGLQJWRWKH:DWHU5HXVHIRU)ORULGD6WUDWHJLHV
IRU(IIHFWLYH8VHRI5HFODLPHG:DWHUOHVVWKDQKDOIRI)ORULGD¶VUHFODLPHGZDWHUXWLOLWLHV
FXUUHQWO\PHWHUUHFODLPHGZDWHUVHUYLFHDQGHPSOR\YROXPHEDVHGXVHUFKDUJHV
5HFODLPHGZDWHUVKRXOGQRWEHYLHZHGDV³WRRFKHDSWRPHWHU´,WLVDYDOXDEOHUHVRXUFH
DQGFRQVXPHUVQHHGDSSURSULDWHSULFHVLJQDOVWREDODQFHORFDOVXSSO\DQGGHPDQG



(

ƌĂĨƚWŽůŝĐǇ^ƚĂƚĞŵĞŶƚϬϵͲϭϮͲϬϴ


 :DWHUVXSSO\XWLOLWLHVDUHUHTXLUHGWRGHYHORSDZDWHUFRQVHUYDWLRQSODQZKHQDSSO\LQJ
IRUDQHZRUPRGLILHGFRQVXPSWLYHXVHSHUPLWWRZLWKGUDZZDWHU7KH:0'VVKRXOG
UHYLHZWKHFRQVHUYDWLRQSODQDQGHQVXUHWKDWDSSURSULDWHVWHSVDUHEHLQJWDNHQWR
LQFUHDVHWKHHIILFLHQF\RIXVHRIUHFODLPHGZDWHULQRUGHUWRPHHWWKHVWDWHJRDO
LQFOXGLQJH[SDQVLRQRIWKHGLVWULEXWLRQV\VWHPWRLQFOXGHDGGLWLRQDOFXVWRPHUVDGGLWLRQDO
VWRUDJHIRUUHFODLPHGZDWHUGLYHUVLILFDWLRQRIXVHVRIUHFODLPHGZDWHUDQGPHWHULQJDQG
GHYHORSPHQWRIDSSURSULDWHYROXPHEDVHGUDWHVVWUXFWXUHVWKDWEDODQFHORFDOVXSSO\DQG
GHPDQG
 7KH:0'VDQG'(3FDQSURYLGHFRVWVKDULQJDQGRWKHULQFHQWLYHVWRXWLOLWLHVWR
LPSOHPHQWPHWHULQJDQGYROXPHEDVHGUDWHVWUXFWXUHV HJRIIHUORDQVRUJUDQWVWKDW
LQFOXGHDVDFRQGLWLRQWKHXVHRIPHWHULQJDQGYROXPHEDVHGUDWHVRUFRQVLGHUORQJHU
GXUDWLRQSHUPLWVIRUXWLOLWLHVWKDWLPSOHPHQWUHXVHHIILFLHQF\PHDVXUHV 
 5HFODLPHGZDWHUHGXFDWLRQSURJUDPVDQGORFDOSROLFLHVDQGRUGLQDQFHVUHJDUGLQJ
ODQGVFDSLQJVKRXOGSURPRWHWKHHIILFLHQWXVHDQGFRQVHUYDWLRQRIUHFODLPHGZDWHUZLWK
ORFDORUGLQDQFHVFRQFHUQLQJLUULJDWLRQWLPHVEHLQJFRQVLVWHQWZLWK:0'LUULJDWLRQUXOHV




(
















$SSHQGL[)

1RYHPEHU0HHWLQJ$JHQGD











5HXVH6WDNHKROGHUV0HHWLQJ
2UDQJH&RXQW\8WLOLWLHV
&XUU\)RUG5RDG2UODQGR PDSRQEDFN 
1RYHPEHUDP±SP



$JHQGD


7RSLF&RQWLQXDWLRQRIWKHGLVFXVVLRQRQUHFODLPHGZDWHULVVXHVDVWKH\UHODWHWR
FRQVXPSWLYHXVHSHUPLWWLQJ



 :HOFRPH -DQHW/OHZHOO\Q 

 6XPPDU\RI6HSWHPEHU0HHWLQJ -DQHW 

 8SGDWHRQ6PDOO*URXS5HJXODWRU\$XWKRULW\'LVFXVVLRQ -DQHW 

 5HXVH&RRUGLQDWLQJ&RPPLWWHH$FWLYLWLHV 6KDQLQ6SHDV)URVW 

 'UDIW'(3,UULJDWLRQ3ROLF\6WDWHPHQW -DQHW 


6XPPDU\RI&RPPHQWV



'LVFXVVLRQ


 ):($8WLOLW\&RXQFLO3URSRVHG&RQFHSWV $ODQ2\OHU 


'LVFXVVLRQ


 ,QGLUHFW3RWDEOH5HXVH*URXQGZDWHU5HFKDUJH 6:):0' 


6:):0'3LORW3URMHFW3UHVHQWDWLRQ


 1H[W6WHSV -DQHW



)






















$SSHQGL[*

1RYHPEHU0HHWLQJ6XPPDU\











UG5HXVH6WDNHKROGHUV0HHWLQJ6XPPDU\
2UDQJH&RXQW\8WLOLWLHV
&XUU\)RUG5RDG2UODQGR
1RYHPEHUDP±SP


,

,,


,,,

:HOFRPH -DQHW/OHZHOO\Q'(3 
6XPPDU\RI3UHYLRXV0HHWLQJV±3RZHU3RLQW -DQHW 
-DQHWSUHVHQWHGDEULHIVXPPDU\RIWKHILUVWDQGVHFRQG5HXVH6WDNHKROGHUVPHHWLQJV
IRFXVLQJRQLVVXHVLGHQWLILHGDQGSULRULWL]HGDWWKH$XJXVWPHHWLQJ7KHWRSIRXU
WRSLFVZHUHLUULJDWLRQUHJXODWRU\DXWKRULW\RIIVHWVDQGVXSSOHPHQWDWLRQ'XULQJWKH
6HSWHPEHUPHHWLQJ-DQHWSUHVHQWHGDGUDIWLUULJDWLRQSROLF\DQGDVNHGIRU
DWWHQGHHFRPPHQWVDQG6-5:0'SUHVHQWHGSURSRVHGUXOHFRQFHSWVLOOXVWUDWLQJKRZWKH
GUDIWLUULJDWLRQSROLF\PLJKWEHLPSOHPHQWHG-DQHWDOVROHGGLVFXVVLRQVFRPSDULQJZDWHU
UHXVHUHTXLUHPHQWVDPRQJWKHZDWHUPDQDJHPHQWGLVWULFWVGLVWLQJXLVKLQJEHWZHHQ
GLIIHUHQWXVHVRIWKHWHUP³RIIVHW´ UHGXFHGXVHYVPLWLJDWLRQ DQGLGHQWLI\LQJZKRVKRXOG
JHWFUHGLWZKHQDQRIIVHWLVFUHDWHG

0DWHULDOVIURPDOOWKUHHPHHWLQJVDUHDYDLODEOHRQ'(3¶VUHXVHZHEVLWHDW

KWWSZZZGHSVWDWHIOXVZDWHUUHXVHQHZVKWP

8SGDWHRQ6PDOO*URXS5HJXODWRU\$XWKRULW\'LVFXVVLRQ -DQHW 

-DQHWSUHVHQWHGDFRQFHSWSDSHUGLVFXVVLQJKRZWKHUHFODLPHGZDWHUSODQQLQJSURFHVV
FRXOGEHLQWHJUDWHGLQWRWKH:0'V¶UHJLRQDOZDWHUVXSSO\SODQQLQJSURFHVV5HJLRQDO
ZDWHUVXSSO\SODQVLGHQWLI\DUHDVWKDWDUHDQWLFLSDWHGWRQHHGDGGLWLRQDOZDWHULQWKHQH[W
\HDUVDQGZD\VWRREWDLQWKDWZDWHU2IWHQPRUHSRWDEOHZDWHULV³FUHDWHG´E\XVLQJ
UHFODLPHGZDWHUIRUQRQSRWDEOHXVHVVXFKDVLUULJDWLRQ8WLOLWLHVWKDWSURYLGHUHFODLPHG
ZDWHUDOVRPDNHSODQVVRPHWLPHVLQGHSHQGHQWO\RQZKHUHLWLVEHVWWRVHQGWKHLU
UHFODLPHGZDWHU6RPHWLPHVXWLOLWLHVDUHFRQWDFWHGWRKHOSLPSOHPHQWUHJLRQDOZDWHU
VXSSO\SODQVDIWHUWKHXWLOLWLHVDOUHDG\KDYHLQYHVWHGPRQH\WRSURYLGHUHFODLPHGZDWHU
HOVHZKHUH

7KHSURSRVHGFRQFHSWLVIRUWKH:0'VXWLOLWLHVDQG'(3¶V:DVWHZDWHU3URJUDPWRZRUN
WRJHWKHUGXULQJWKHGHYHORSPHQWRIUHJLRQDOZDWHUVXSSO\SODQVWRWU\WRPDWFKDUHDV
LGHQWLILHGLQWKHSODQDVQHHGLQJUHFODLPHGZDWHUZLWKXWLOLW\SODQVWRSURYLGHUHFODLPHG
ZDWHUEHIRUHXWLOLWLHVPDNHDQ\FDSLWDOLQYHVWPHQW7KLVQHZSURFHVVZRXOGEHYROXQWDU\
,WHVSHFLDOO\FRXOGEHQHILWDXWLOLW\LIWKHLUUHFODLPHGZDWHUSURMHFWLVOLVWHGLQWKHUHJLRQDO
ZDWHUVXSSO\SODQWKXVPDNLQJLWHOLJLEOHIRUDOWHUQDWLYHZDWHUVXSSO\IXQGLQJ

0DNLQJWKLVFKDQJHZRXOGUHTXLUHDQDPHQGPHQWWR&KDSWHU  )62WKHU
LVVXHVWKDWVWLOOUHPDLQWREHZRUNHGRXWLQFOXGHKRZDXJPHQWDWLRQZRXOGILWLQWRWKLV
SURFHVVWKHSRVVLELOLW\RIUHJLRQDOL]DWLRQRIUHFODLPHGZDWHUDQGWKHSRVVLELOLW\RI
LQYROYLQJLQWHUHVWHGXWLOLWLHVLQWKHJURXQGZDWHUSHUPLWWLQJSURFHVV





*


,9


5HXVH&RRUGLQDWLQJ&RPPLWWHH$FWLYLWLHV±3RZHU3RLQW 6KDQLQ6SHDV)URVW'(3 
6KDQLQGHVFULEHGZKLFKDJHQFLHVSDUWLFLSDWHLQWKH5HXVH&RRUGLQDWLQJ&RPPLWWHHDQG
WKHLUUROHVLQUHXVHDVZHOODVZKDWWKLVLQIRUPDOFRPPLWWHHGRHV6KHEULHIO\ZHQWRYHUD
IHZWRSLFVIURPWKH1RYHPEHU&RPPLWWHHPHHWLQJWRLOOXVWUDWHWKHNLQGVRI
LVVXHVGLVFXVVHGDWWKHLUVHPLDQQXDOPHHWLQJV7KH1RYHPEHUPHHWLQJQRWHVDUH
DYDLODEOHIURP6KDQLQ6KHFDQEHUHDFKHGDWRU
VKDQLQVSHDVIURVW#GHSVWDWHIOXV


9


'UDIW'(3,UULJDWLRQ3ROLF\6WDWHPHQW -DQHW 
-DQHWUHYLHZHGWKHFRPPHQWVUHFHLYHGDWWKH6HSWHPEHUPHHWLQJDQGWKRVHVXEPLWWHG
DIWHUZDUGV7KHUHVWLOOZDVQRWPXFKFRQVHQVXVRQWKHGUDIWSROLF\,VVXHVWKDWQHHG
IXUWKHUGLVFXVVLRQDUHWKHLPSRUWDQFHRIGLVSRVDOGXULQJLUULJDWLRQZD\VWRDFKLHYH
HIILFLHQF\RWKHUWKDQWKURXJKGD\RIWKHZHHNUHVWULFWLRQVVWDNHKROGHUGHYHORSPHQWRI
LUULJDWLRQUHVWULFWLRQFULWHULDDQGDVVLVWDQFHZLWKWKHXVHRIRUGLQDQFHV7ZRRIWKH
FRPPHQWVUHFHLYHGZHUHRQWKH6W-RKQV5LYHU:DWHU0DQDJHPHQW'LVWULFW¶VGUDIWUXOH
FRQFHSWVWKHVHZHUHIRUZDUGHGWRWKDWGLVWULFWIRUWKHLUFRQVLGHUDWLRQ


9,


):($8WLOLW\&RXQFLO3URSRVHG&RQFHSWV3RZHU3RLQW $ODQ2\OHU):($ 
$ODQSURSRVHGILYHPHWKRGVIRUH[SDQGLQJWKHDYDLODELOLW\DQGHIILFLHQWXVHRIUHFODLPHG
ZDWHU7KHSUHVHQWDWLRQLVDYDLODEOHRQWKHZHEVLWH

$GGLWLRQDOSRLQWVFODULILFDWLRQV

 8WLOLW\±'LVWULFW&RRUGLQDWLRQ

R $WWHQGHHVDJUHHGWKDWDOOSDUWLHVZRXOGEHQHILWIURPFRQWLQXLQJWRLQFUHDVH
FRPPXQLFDWLRQEHWZHHQXWLOLWLHVDQGZDWHUPDQDJHPHQWGLVWULFWV7KLVLV
SDUWLFXODUO\LPSRUWDQWZKHQWU\LQJWRPDWFKUHFODLPHGZDWHUDYDLODELOLW\ZLWK
UHFODLPHGZDWHUFXVWRPHUV

R 6RPHXWLOLWLHVZDQWHGDGHILQLWLRQRIIHDVLELOLW\6-5:0'DGYLVHGWKDWLW
ZDVGLIILFXOWWRGHILQHPDQ\VSHFLILFVIRUIHDVLELOLW\DQGVWLOOPDLQWDLQWKH
IOH[LELOLW\XWLOLWLHVGHVLUH7KLVGLVWULFWEULHIO\GHVFULEHGKRZHYDOXDWLQJ
HFRQRPLFIHDVLELOLW\PLJKWZRUNIRUDJROIFRXUVHUHSRUWLQJUHXVHLV
LQIHDVLEOH)RUH[DPSOHWKHGLVWULFWZRXOGORRNDWZKDWRWKHUJROIFRXUVHV
LQWKHDUHDSD\IRUUHFODLPHGZDWHUDQGZKDWIHHVORFDOFRXUVHVFKDUJH
WKHLUFXVWRPHUV

R 6:):0'PHQWLRQHGDSUREOHPZLWKHFRQRPLFIHDVLELOLW\LQWKHLUGLVWULFW
7KHGLVWULFW¶V*RYHUQLQJ%RDUGDSSURYHGD'LVWULFWUHFODLPHGZDWHUWDVN
IRUFHUHFRPPHQGDWLRQWKDWUHXVHLVHFRQRPLFDOO\IHDVLEOHRQO\LILWFRVWV
WKHVDPHDVRUOHVVWKDQWKHXVHU¶VH[LVWLQJZDWHUVXSSO\$WWHQGHHV
DJUHHGWKDWFRVWZDVQRWWKHRQO\LPSRUWDQWFRPSRQHQWLQHFRQRPLF
IHDVLELOLW\5HFODLPHGZDWHUFDQFRVWPRUHWKDQWKHXVHU¶VH[LVWLQJZDWHU
VXSSO\DQGVWLOOEHHFRQRPLFDOO\IHDVLEOH


R )RULPSOHPHQWDWLRQZDWHUPDQDJHPHQWGLVWULFWVZRXOGQHHGDVVXUDQFHV
WKDWXWLOLW\LQIRUPDWLRQRQIHDVLELOLW\ZDVDFFXUDWH7KLVFRXOGLQYROYHPRUH
UXOHVDQGPRUHUHSRUWLQJ,QDGGLWLRQWKHGLVWULFWVZHUHFRQFHUQHGWKDW



*


ZDLWLQJIRUSURYLGHUFRPPHQWVFRXOGLQWHUIHUHZLWKWKHSHUPLWWLQJWLPHFORFN
7RLPSOHPHQWWKLVLGHDSURYLGHUVZRXOGKDYHWRFRPPLWWRDTXLFNWXUQ
DURXQGWLPHIRUWKHLULQIRUPDWLRQVXEPLWWDO7KHUHDOVRZRXOGKDYHWREHD
ZD\WRZRUNWKURXJKVLWXDWLRQVZKHQSHUPLWDSSOLFDQWVDQGUHFODLPHGZDWHU
SURYLGHUVFRXOGQRWUHDFKDJUHHPHQW

R 6RPHXWLOLWLHVUHPLQGHGDWWHQGHHVWKDWWKHLUQRWFRPPHQWLQJRQWKH):($
SURSRVDOGLGQRWQHFHVVDULO\PHDQDJUHHPHQW




R -DQHWDVNHGWKHZDWHUPDQDJHPHQWGLVWULFWVWRFRPHXSZLWKSODQVIRUKRZ
LQFOXGLQJXWLOLW\UHYLHZVPLJKWZRUNLQWKHLUGLVWULFWV

0DQGDWRU\5HFODLPHG:DWHU=RQHV


R -DQHWUHYLHZHGWKHSUHHPSWLRQLVVXH7KHGLVWULFWVDUHFRQFHUQHGDERXW
KRZWKHLUH[FOXVLYHZDWHUXVHSHUPLWWLQJDXWKRULW\UHODWHVWRWKHVH]RQHV
7KH\ZDQWWRNHHSWKHLUGLVFUHWLRQWRXVHORFDOO\DYDLODEOHORZHUTXDOLW\
DOWHUQDWLYHVRXUFHVLQRUGHUWRH[WHQGUHXVHHOVHZKHUH7RDGGUHVVWKLV
FRQFHUQWKH6W-RKQV5LYHU:DWHU0DQDJHPHQW'LVWULFWGHYHORSHG
ODQJXDJHIRULQFOXVLRQLQORFDORUGLQDQFHVVD\LQJWKDWUHFODLPHGZDWHUXVH
LVPDQGDWRU\LQWKHVH]RQHVXQOHVVWKHGLVWULFWUHTXLUHVRWKHUZLVH

R 6-5:0'SRLQWHGRXWWKDWMXVWEHFDXVHDPDQGDWRU\UHXVH]RQHH[LVWHGLW
GLGQ¶WPHDQWKDWUHXVHZDVLQKHUHQWO\IHDVLEOHLQWKH]RQH7KHIHDVLELOLW\
WHVWVWLOOKDGWREHPHWZLWKLQWKH]RQH-DQHWVDLGWKHUHZDVOLWWOH
H[SHULHQFHZLWKIHDVLELOLW\LQWKHVH]RQHVDWSUHVHQWEXWWKHIHDVLELOLW\
LVVXHZRXOGKDYHWREHFRQVLGHUHGLQWKHIXWXUH

R 8WLOLWLHVVDLGWKH\QHHGHG'(3DQGORFDOZDWHUPDQDJHPHQWGLVWULFWVXSSRUW
LQJHWWLQJORFDOJRYHUQPHQWVWRDGRSWDQGHQIRUFHWKHVHRUGLQDQFHV7KH
):($DVNHGWKHZDWHUPDQDJHPHQWGLVWULFWVWRVXSSRUWWKHVH]RQHVE\
OLPLWLQJSHUPLWH[HPSWLRQV IRUGRPHVWLFZHOOV IURPUHFODLPHGZDWHUXVH
DQGE\QRWDOORZLQJWKHGULOOLQJRIQHZSULYDWHZHOOVLQWKHGHVLJQDWHG
]RQHV6RPHDWWHQGHHVSRLQWHGRXWWKDWGRPHVWLFXVHVRIZDWHUDUH
H[HPSWIURPWKHGLVWULFW¶VSHUPLWWLQJUHTXLUHPHQWVDQGWKHUHIRUHFDQQRWEH
UHVWULFWHGWKURXJKFRQVXPSWLYHXVHSHUPLWWLQJ+RZHYHUWKHGLVWULFWVFRXOG
OLPLWLUULJDWLRQZHOOVLQWKHVHDUHDVRUSODFHFRQGLWLRQVRQWKHW\SHVRIZHOOV

R 7KHUHZDVJHQHUDOVXSSRUWIRUWKH):($¶VFRQFHSWVH[FHSWLQWKHIHZ
FDVHVZKHUHWKHZDWHUPDQDJHPHQWGLVWULFWNQRZVDQDOWHUQDWHORZHU
TXDOLW\VRXUFHRIZDWHULVDYDLODEOH



,UULJDWLRQ(GXFDWLRQ

R $WWHQGHHVDJUHHGWKDWPRUHZRUNRQWKLVWRSLFLVQHHGHG7KLVLQFOXGHV
WHDFKLQJKRPHRZQHUVKRZWRSURSHUO\XVHWKHLULUULJDWLRQV\VWHPV



2IIVHWV



R 2IIVHWFUHGLWVPDNHVHQVHRQO\ZKHUHSRWDEOHTXDOLW\ZDWHUDYDLODELOLW\LV
FDSSHGRUOLPLWHG




*


R 7KHUHLVDJUHHPHQWWKDWWKHHQWLW\WDNLQJDFWLRQUHGXFHSRWDEOHZDWHUXVH
XVXDOO\WKHUHFODLPHGZDWHUSURYLGHU JHWVWKHFUHGLW

R ):($VDLGWKHWHUP³VWDWHZLGH´PHDQWWKHUHZRXOGEHVWDWHZLGH
FRQVLVWHQF\DPRQJWKHZDWHUPDQDJHPHQWGLVWULFWV²QRWWKDWWKHUHZRXOG
EHDVWDWHZLGHUXOH

R 2IIVHWFUHGLWVDUHQRWUHWURDFWLYH6RPHXWLOLWLHVGLVDJUHHDQGZDQWHGWRJHW
FUHGLWIRUSDVWRIIVHWVWKH\FUHDWHG


R 7KHUHZDVPXFKGLVFXVVLRQRQWKHFRQFHSWRILUUHYRFDEOHFUHGLWV)ORULGD
ZDWHUODZGRHVQRWDOORZZDWHUPDQDJHPHQWGLVWULFWVWRFRQYH\SHUPDQHQW
ZDWHUULJKWV6WLOOKRZORQJFUHGLWVODVWLVLPSRUWDQWEHFDXVHXWLOLWLHVSODQWR
XVHRIIVHWFUHGLWVQRWRQO\LQWKHSUHVHQWEXWDOVRLQWKHIXWXUHDVSDUWRI
WKHLU0DVWHU:DWHU3ODQV7KLVSODQQHGXVHFDQH[WHQGEH\RQGWKHFXUUHQW
SHUPLWSHULRG8WLOLWLHVZDQWDVVXUDQFHWKH\ZLOOQRWORVHWKHFUHGLWLIWKH\
DUHJRLQJWRPDNHWKHLQLWLDOFDSLWDOLQYHVWPHQWLQUHFODLPHGZDWHU):($
VXJJHVWHGSHUKDSVWKHHQWLW\UHFHLYLQJWKHFUHGLWVKRXOGJHWD³ILUVWULJKWRI
UHIXVDO´GXULQJSHUPLWUHQHZDO

R $OORZLQJUHFODLPHGZDWHUSURYLGHUVWRNHHSFUHGLWVIRUIXWXUHXVHUDLVHV
DGGLWLRQDOTXHVWLRQV:KHQGRHVDFUHGLWEHFRPHZDWHUEDQNLQJ"'RHV
)ORULGDZDQWWRGHYHORSDZDWHUPDUNHW"

R 6RPHDWWHQGHHVGLGQ¶WZDQWDQDSSOLFDQWWRUHFHLYHDQ³HQWLWOHPHQW´WR
UHFODLPHGZDWHUWKURXJKWKHFRQVXPSWLYHXVHSHUPLWWLQJSURFHVV

R 6:):0'VWDWHGWKDWWKH):($SURSRVDOGLGQRWLQFOXGHWKHLGHDWKDWDQ
RIIVHWFRXOGEHXVHGWREHQHILWWKHHQYLURQPHQW

R 6-5:0'ZDVFRQFHUQHGWKDWUHFODLPHGZDWHUXVHVKRXOGQRWEHFRPHD
MXVWLILFDWLRQIRUDOORZLQJDQLQFUHDVHLQSHUFDSLWDXVH


R $WWHQGHHVDJUHHGWKDWVWDNHKROGHUVQHHGWRPRYHIRUZDUGRQFUHDWLQJD
FRQVLVWHQWIUDPHZRUNIRUWKHXVHRIRIIVHWV'(3VXJJHVWHGWKDWWKH
WLPHIUDPHPD\EHWRRDPELWLRXV



*RDOEDVHG&RQVHUYDWLRQ3ODQV


R ):($LQGLFDWHGWKHVWDWXWRU\UHTXLUHPHQWWRSURYLGHUHDVRQDEOHDVVXUDQFH
WKDWWKHJRDOEDVHGSODQZLOODFKLHYHHIIHFWLYHZDWHUFRQVHUYDWLRQDWOHDVW
DVZHOODVWKHORFDOZDWHUPDQDJHPHQWGLVWULFW¶VVWDQGDUGUHTXLUHPHQWVDV
ZULWWHQFUHDWHGDQLPSHGLPHQWWRXWLOLWLHV¶XVLQJWKH&RQVHUYH)ORULGD
*XLGHWRGHYHORSJRDOEDVHGSODQV0HHWLQJWKLVUHTXLUHPHQWFDQEH
LQWHUSUHWHGWRQHFHVVLWDWHGHYHORSPHQWRIERWKDJRDOEDVHGSODQDQGD
VWDQGDUGZDWHUFRQVHUYDWLRQSODQIRUFRPSDULVRQDQGHLWKHUGRXEOHVWKH
ZRUNQHHGHGIRUSODQGHYHORSPHQW LIWZRSODQVDUHGHYHORSHG RUSUHYHQWV
DPHDQLQJIXOFRPSDULVRQ LIRQO\RQHSODQLVGHYHORSHG '(3H[SODLQHG
WKHVWDWXWRU\ODQJXDJHZDVLQWHQGHGWRSUHYHQWWKHVWDWHIURPORVLQJ
JURXQGLQWKHUHXVHSURJUHVV)ORULGDDOUHDG\KDGPDGHEXWDTXDQWLWDWLYH
FRPSDULVRQLVXVXDOO\QRWIHDVLEOH6RPHXWLOLWLHVWKRXJKWZDWHU
PDQDJHPHQWGLVWULFWSHUPLWUHYLHZHUVZHUHQRWIDPLOLDUZLWK³JRDOEDVHG´



*


SODQVFRQVHTXHQWO\WKH\VWHHUHGDSSOLFDQWVWRZDUGXVLQJWKHVWDQGDUG
GLVWULFWSODQ

R 0DQ\DWWHQGHHVLQFOXGLQJERWKXWLOLWLHVDQGGLVWULFWVFRXOGQRWGHILQHWKH
WHUP³JRDOEDVHG´7KH\VXJJHVWHGWKHWHUPZDVDPLVQRPHUDQGVKRXOG
EHUHSODFHGE\DGLIIHUHQWWHUPLQGLFDWLQJIOH[LELOLW\7KHUHZDVQR
DJUHHPHQWRQDUHSODFHPHQWWHUP

R 6RPHZDWHUPDQDJHPHQWGLVWULFWVVXPPDUL]HG*XLGHXVHZLWKLQWKHLU
GLVWULFWV6-5:0'VXSSRUWVJRDOEDVHGSODQVEXWWKH\VWUXJJOHZLWKWKH
PHDQLQJRI³JRDOEDVHG´7KH\XQGHUVWDQGWKHQHHGIRUSODQIOH[LELOLW\EXW
DOVRQHHGDFRPSDULVRQVWDQGDUGIRUHYDOXDWLQJJRDOEDVHGSODQV6):0'
LVZRUNLQJRXWVRPHNLQNVLQXVLQJWKH*XLGH6:):0'GRHVQRWKDYH
FRQVHQVXVLQXVLQJWKH*XLGH7KHLU*RYHUQLQJ%RDUGZDQWVXWLOLWLHVWRXVH
DOOIHDVLEOHZD\VWRFRQVHUYHZDWHU

9,, ,QGLUHFW3RWDEOH5HXVH*URXQGZDWHU5HFKDUJH 0DUN%DUFHOR6:):0' 

0DUNSUHVHQWHGWKHGHWDLOVRIDQDTXLIHUUHFKDUJHIHDVLELOLW\VWXG\6:):0'LV
XQGHUWDNLQJWRDVVHVVWKHIHDVLELOLW\RIUHFKDUJLQJWKH8SSHU)ORULGDQ$TXLIHUWR
LPSURYHWKHDTXLIHUDQGFUHDWHIXWXUHJURXQGZDWHUZLWKGUDZDOV$WWHQGHHVDUH
YHU\PXFKLQWHUHVWHGLQVHHLQJWKHUHVXOWVZKHQWKH\DUHDYDLODEOH7KH
SUHVHQWDWLRQLVDYDLODEOHRQWKHZHEVLWH

9,,, 1H[W6WHSV -DQHW 

-DQHWVWDWHGWKDWWKLVZDVWKHODVWRIWKHSODQQHGPHHWLQJV7KHGLVFXVVLRQVRQWKH
XQUHVROYHGWRSLFVZLOOFRQWLQXHWKURXJKRWKHUIRUXPV



*




















$SSHQGL[+

5HFODLPHG:DWHU±5HJLRQDO:DWHU6XSSO\3ODQQLQJ,QWHJUDWLRQ










.H\FRQFHSWVDQGOHJLVODWLYHDPHQGPHQWIRUKRZUHFODLPHGZDWHUSODQQLQJ
SURFHVVVKRXOGLQWHJUDWHZLWKWKH5:63SURFHVV

'UDIW



.H\FRQFHSWV
,

([SDQVLRQRI5:633DUWLFLSDQWV
D :LWKLQ WKH FXUUHQW :0' UHJLRQDO ZDWHU VXSSO\ SODQQLQJ 5:63  SURFHVV
LQFUHDVHWKHVFRSHRISDUWLFLSDQWVWRHQDEOHDQHQKDQFHGIRFXVRQUHFODLPHGZDWHU
WRLQFOXGHGLUHFWSDUWLFLSDWLRQRI'(3ZDVWHZDWHUDQGUHFODLPHGZDWHUUHJXODWRU\
SURJUDPVWDIIDQGZDVWHZDWHUXWLOLWLHVZLOOLQJWRSDUWLFLSDWH
E 7KH SDUWLFLSDWLRQ RI '(3¶V ZDVWHZDWHU DQG UHFODLPHG ZDWHU UHJXODWRU\ SURJUDP
VWDII ZLWK WKH ZDWHU PDQDJHPHQW GLVWULFWV VWDII ZLOO EHWWHU HQDEOH DW D SODQQLQJ
OHYHOLGHQWLILFDWLRQRIUHJXODWRU\FULWHULDDQGLVVXHVWRDQWLFLSDWHLQSHUPLWWLQJLQ
RUGHUWR\LHOGLQFOXVLRQRIUHFODLPHGZDWHUSURMHFWRSWLRQVWKDWDUHPRUHOLNHO\WR
VDWLVI\GLVWULFWDQG'(3SHUPLWUHTXLUHPHQWV

,,

$GYDQWDJHVRI3DUWLFLSDWLRQ
7KH ZDVWHZDWHU XWLOLWLHV ZKR SDUWLFLSDWH ZLOO KDYH WKH DGYDQWDJH RI SURSRVLQJ WKHLU

VSHFLILF SURMHFW RSWLRQV IRU WKH IXWXUH IRU SRVVLEOH LQFOXVLRQ RQ WKH OLVW RI DOWHUQDWLYH ZDWHU
VXSSO\ $:6 SURMHFWRSWLRQVLQWKH5:63,QFOXVLRQRIWKHSURMHFWV ZRXOGFRQIHUWKHVDPH
VWDWXVDQGEHQHILWVDVRWKHU$:6SURMHFWV SRWHQWLDO$:6IXQGLQJIURP:363SXEOLFLQWHUHVW
SUHVXPSWLRQ 
,,,

&RRUGLQDWLRQDQG,GHQWLILFDWLRQRI)HDVLEOH:DWHU6XSSO\'HYHORSPHQW2SWLRQV
7KLVSODQQLQJSURFHVVVKRXOGHQDEOHFRRUGLQDWLRQZLWKZDWHUPDQDJHPHQWVWRGHYHORS

SURMHFWVWKDWKHOSPDWFKDYDLODEOHUHFODLPHGZDWHUVXSSOLHVZLWKUHDVRQDEOHEHQHILFLDOXVHVDQG


+


RWKHUSRWHQWLDOO\DFKLHYDEOHZDWHUUHVRXUFHEHQHILWV HJZDWHUVXSSO\ZDWHUTXDOLW\
HQYLURQPHQWDO DQGWKHUHE\LGHQWLI\ZDWHUVXSSO\GHYHORSPHQWSURMHFWRSWLRQVIRULQFOXVLRQLQ
WKH5:637KH5:63VKRXOGDOVRRQDSODQQLQJOHYHOLGHQWLI\WKRVHUHFODLPHGZDWHUUHXVH
EDVHGZDWHUVXSSO\GHYHORSPHQWSURMHFWRSWLRQVWKDWDSSHDUWREHSHUPLWWDEOHDQGILQDQFLDOO\DQG
WHFKQLFDOO\IHDVLEOH
,9

.H\LQIRUPDWLRQXVHGLQWKLVSODQQLQJSURFHVV
D LQYHQWRU\ RI UHFODLPHG ZDWHU VXSSOLHV E\ ORFDWLRQ FXUUHQW DQG SURMHFWHG IRU 
\HDUSODQQLQJKRUL]RQ 
E XVHV RI UHFODLPHG ZDWHU E\ ::73 ORFDWLRQ FXUUHQWO\ DQG DV SURSRVHG E\
ZDVWHZDWHUXWLOLWLHVRYHUWKH\HDUSODQQLQJKRUL]RQ
F LQYHQWRU\RISRWHQWLDOZDWHUVXSSO\GHPDQGVE\ORFDWLRQWKDWFRXOGSRWHQWLDOO\EH
PHWE\H[LVWLQJRUSURMHFWHGUHFODLPHGZDWHUVXSSOLHVRYHUWKH \HDUSODQQLQJ
KRUL]RQ
G LQYHQWRU\RIVSHFLILFSURSRVDOVIRUZDWHUVXSSO\GHYHORSPHQWSURMHFWVWKDWFRXOG
EHLPSOHPHQWHGE\XWLOLWLHVWRFUHDWHPRUHZDWHUVXSSO\E\XVHRIUHFODLPHGZDWHU
H PDVWHU IDFLOLW\ SODQV RWKHU SODQQLQJ VWXGLHV DOUHDG\ FRQGXFWHG DQG H[LVWLQJ
UHFODLPHG ZDWHU FRQWUDFWV EHWZHHQ XWLOLWLHV DQG XVHUV UHJDUGLQJ DYDLODELOLW\ DQG
XVHRIUHFODLPHGZDWHUZLWKLQWKHSODQQLQJDUHD



+



WƌŽƉŽƐĞĚƐƚĂƚƵƚŽƌǇĂŵĞŶĚŵĞŶƚƚŽϯϳϯ͘Ϭϯϲϭ;ϭͿŶĞĐĞƐƐĂƌǇƚŽŝŵƉůĞŵĞŶƚƚŚĞĂƉƉ
ƌŽĂĐŚŽƵƚůŝŶĞĂďŽǀĞ͗
5HJLRQDOZDWHUVXSSO\SODQQLQJ²
  7KH JRYHUQLQJ ERDUG RI HDFK ZDWHU PDQDJHPHQW GLVWULFW VKDOO FRQGXFW ZDWHU
VXSSO\SODQQLQJIRUDQ\ZDWHUVXSSO\SODQQLQJUHJLRQZLWKLQWKHGLVWULFWLGHQWLILHGLQWKH
DSSURSULDWHGLVWULFWZDWHUVXSSO\SODQXQGHUVZKHUHLWGHWHUPLQHVWKDWH[LVWLQJ
VRXUFHVRIZDWHUDUHQRWDGHTXDWHWRVXSSO\ZDWHUIRUDOOH[LVWLQJDQGIXWXUHUHDVRQDEOH
EHQHILFLDO XVHV DQG WR VXVWDLQ WKH ZDWHU UHVRXUFHV DQG UHODWHG QDWXUDO V\VWHPV IRU WKH
SODQQLQJ SHULRG 7KH SODQQLQJ PXVW EH FRQGXFWHG LQ DQ RSHQ SXEOLF SURFHVV LQ
FRRUGLQDWLRQDQGFRRSHUDWLRQZLWKORFDOJRYHUQPHQWVUHJLRQDOZDWHUVXSSO\DXWKRULWLHV
JRYHUQPHQWRZQHG DQG SULYDWHO\ RZQHG ZDWHU DQG ZDVWHZDWHU XWLOLWLHV
PXOWLMXULVGLFWLRQDO ZDWHU VXSSO\ HQWLWLHV VHOIVXSSOLHUV WKH GHSDUWPHQW DQG RWKHU
DIIHFWHGDQGLQWHUHVWHGSDUWLHV7KHGLVWULFWVVKDOODFWLYHO\HQJDJHLQSXEOLFHGXFDWLRQDQG
RXWUHDFKWRDOODIIHFWHGORFDOHQWLWLHVDQGWKHLURIILFLDOVDVZHOODVPHPEHUVRIWKHSXEOLF
LQWKHSODQQLQJSURFHVVDQGLQVHHNLQJLQSXW'XULQJSUHSDUDWLRQEXWSULRUWRFRPSOHWLRQ
RIWKHUHJLRQDOZDWHUVXSSO\SODQWKHGLVWULFWPXVWFRQGXFWDWOHDVWRQHSXEOLFZRUNVKRS
WR GLVFXVV WKH WHFKQLFDO GDWD DQG PRGHOLQJ WRROV DQWLFLSDWHG WR EH XVHG WR VXSSRUW WKH
UHJLRQDO ZDWHU VXSSO\ SODQ 7KH GLVWULFW VKDOO DOVR KROG VHYHUDO SXEOLF PHHWLQJV WR
FRPPXQLFDWHWKHVWDWXVRYHUDOOFRQFHSWXDOLQWHQWDQGLPSDFWVRIWKHSODQRQH[LVWLQJDQG
IXWXUH UHDVRQDEOHEHQHILFLDO XVHV DQG UHODWHG QDWXUDO V\VWHPV 'XULQJ WKH SODQQLQJ
SURFHVV DORFDO JRYHUQPHQWPD\FKRRVHWR SUHSDUHLWVRZQZDWHUVXSSO\ DVVHVVPHQW WR
GHWHUPLQH LI H[LVWLQJ ZDWHU VRXUFHV DUH DGHTXDWH WR PHHW H[LVWLQJ DQG SURMHFWHG
UHDVRQDEOHEHQHILFLDOQHHGVRIWKHORFDOJRYHUQPHQWZKLOHVXVWDLQLQJZDWHUUHVRXUFHVDQG
UHODWHG QDWXUDO V\VWHPV 7KH ORFDO JRYHUQPHQW VKDOO VXEPLW VXFK DVVHVVPHQW LQFOXGLQJ
WKH GDWD DQG PHWKRGRORJ\ XVHG WR WKH GLVWULFW 7KH GLVWULFW VKDOO FRQVLGHU WKH ORFDO
JRYHUQPHQW V DVVHVVPHQW GXULQJ WKH IRUPDWLRQ RI WKH SODQ $ GHWHUPLQDWLRQ E\ WKH
JRYHUQLQJ ERDUG WKDW LQLWLDWLRQ RI D UHJLRQDO ZDWHU VXSSO\ SODQ IRU D VSHFLILF SODQQLQJ
UHJLRQLVQRWQHHGHGSXUVXDQWWRWKLVVHFWLRQVKDOOEHVXEMHFWWRV7KHJRYHUQLQJ
ERDUGVKDOOUHHYDOXDWHVXFKDGHWHUPLQDWLRQDWOHDVWRQFHHYHU\\HDUVDQGVKDOOLQLWLDWHD
UHJLRQDOZDWHUVXSSO\SODQLIQHHGHGSXUVXDQWWRWKLVVXEVHFWLRQ
  (DFK UHJLRQDO ZDWHU VXSSO\ SODQ VKDOO EH EDVHG RQ DW OHDVW D \HDU SODQQLQJ
SHULRGDQGVKDOOLQFOXGHEXWQHHGQRWEHOLPLWHGWR
D  $ ZDWHU VXSSO\ GHYHORSPHQW FRPSRQHQW IRU HDFK ZDWHU VXSSO\ SODQQLQJ UHJLRQ
LGHQWLILHGE\WKHGLVWULFWZKLFKLQFOXGHV
$TXDQWLILFDWLRQRIWKHZDWHUVXSSO\QHHGVIRUDOOH[LVWLQJDQGIXWXUHUHDVRQDEOH
EHQHILFLDO XVHV ZLWKLQ WKH SODQQLQJ KRUL]RQ 7KH OHYHORIFHUWDLQW\ SODQQLQJ JRDO
DVVRFLDWHG ZLWK LGHQWLI\LQJ WKH ZDWHU VXSSO\ QHHGV RI H[LVWLQJ DQG IXWXUH UHDVRQDEOH
EHQHILFLDOXVHVVKDOOEHEDVHGXSRQPHHWLQJWKRVHQHHGVIRUDLQ\HDUGURXJKWHYHQW
3RSXODWLRQ SURMHFWLRQV XVHG IRU GHWHUPLQLQJ SXEOLF ZDWHU VXSSO\ QHHGV PXVW EH EDVHG
XSRQ WKH EHVW DYDLODEOH GDWD ,Q GHWHUPLQLQJ WKH EHVW DYDLODEOH GDWD WKH GLVWULFW VKDOO
FRQVLGHUWKH8QLYHUVLW\RI)ORULGD V%XUHDXRI(FRQRPLFDQG%XVLQHVV5HVHDUFK %(%5 
PHGLXPSRSXODWLRQSURMHFWLRQVDQGDQ\SRSXODWLRQSURMHFWLRQGDWDDQGDQDO\VLVVXEPLWWHG
E\DORFDOJRYHUQPHQWSXUVXDQWWRWKHSXEOLFZRUNVKRSGHVFULEHGLQVXEVHFWLRQ  LIWKH
GDWDDQGDQDO\VLVVXSSRUWWKHORFDOJRYHUQPHQW VFRPSUHKHQVLYHSODQ$Q\DGMXVWPHQW
RI RU GHYLDWLRQ IURP WKH %(%5 SURMHFWLRQV PXVW EH IXOO\ GHVFULEHG DQG WKH RULJLQDO
%(%5GDWDPXVWEHSUHVHQWHGDORQJZLWKWKHDGMXVWHGGDWD
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 $ OLVW RI ZDWHU VXSSO\ GHYHORSPHQW SURMHFW RSWLRQV LQFOXGLQJ WUDGLWLRQDO DQG
DOWHUQDWLYH ZDWHU VXSSO\ SURMHFW RSWLRQV IURP ZKLFK ORFDO JRYHUQPHQW JRYHUQPHQW
RZQHGDQGSULYDWHO\RZQHGXWLOLWLHVUHJLRQDOZDWHUVXSSO\DXWKRULWLHVPXOWLMXULVGLFWLRQDO
ZDWHU VXSSO\ HQWLWLHV VHOIVXSSOLHUV DQG RWKHUV PD\ FKRRVH IRU ZDWHU VXSSO\
GHYHORSPHQW ,Q DGGLWLRQ WR SURMHFWV OLVWHG E\ WKH GLVWULFW VXFK XVHUV PD\ SURSRVH
VSHFLILFSURMHFWVIRULQFOXVLRQLQWKHOLVWRIDOWHUQDWLYHZDWHUVXSSO\SURMHFWV,IVXFKXVHUV
SURSRVH D SURMHFW WR EH OLVWHG DV DQ DOWHUQDWLYH ZDWHU VXSSO\ SURMHFW WKH GLVWULFW VKDOO
GHWHUPLQHZKHWKHULWPHHWVWKHJRDOVRIWKHSODQDQGLIVRLWVKDOOEHLQFOXGHGLQWKHOLVW
7KHWRWDOFDSDFLW\RIWKHSURMHFWVLQFOXGHGLQWKHSODQVKDOOH[FHHGWKHQHHGVLGHQWLILHGLQ
VXESDUDJUDSK  DQG VKDOO WDNH LQWR DFFRXQW ZDWHU FRQVHUYDWLRQ DQG RWKHU GHPDQG
PDQDJHPHQW PHDVXUHV DV ZHOO DV ZDWHU UHVRXUFHV FRQVWUDLQWV LQFOXGLQJ DGRSWHG
PLQLPXP IORZV DQG OHYHOV DQG ZDWHU UHVHUYDWLRQV :KHUH WKH GLVWULFW GHWHUPLQHV LW LV
DSSURSULDWH WKH SODQ VKRXOG VSHFLILFDOO\ LGHQWLI\ WKH QHHG IRU PXOWLMXULVGLFWLRQDO
DSSURDFKHV WR SURMHFW RSWLRQV WKDW EDVHG RQ SODQQLQJ OHYHO DQDO\VLV DUH DSSURSULDWH WR
VXSSO\WKHLQWHQGHGXVHVDQGWKDWEDVHGRQVXFKDQDO\VLVDSSHDUWREHSHUPLWWDEOHDQG
ILQDQFLDOO\ DQG WHFKQLFDOO\ IHDVLEOH 7KH OLVW RI ZDWHU VXSSO\ GHYHORSPHQW RSWLRQV PXVW
FRQWDLQ SURYLVLRQV WKDW UHFRJQL]H WKDW DOWHUQDWLYH ZDWHU VXSSO\ RSWLRQV IRU DJULFXOWXUDO
VHOIVXSSOLHUVDUHOLPLWHG
 )RU HDFK SURMHFW RSWLRQ LGHQWLILHG LQ VXESDUDJUDSK  WKH IROORZLQJ VKDOO EH
SURYLGHG
D$QHVWLPDWHRIWKHDPRXQWRIZDWHUWREHFRPHDYDLODEOHWKURXJKWKHSURMHFW
E 7KH WLPHIUDPH LQ ZKLFK WKH SURMHFW RSWLRQ VKRXOG EH LPSOHPHQWHG DQG WKH
HVWLPDWHGSODQQLQJOHYHOFRVWVIRUFDSLWDO LQYHVWPHQW DQGRSHUDWLQJ DQG PDLQWDLQLQJWKH
SURMHFW
F $Q DQDO\VLV RI IXQGLQJ QHHGV DQG VRXUFHV RI SRVVLEOH IXQGLQJ RSWLRQV )RU
DOWHUQDWLYH ZDWHU VXSSO\ SURMHFWV WKH ZDWHU PDQDJHPHQW GLVWULFWV VKDOO SURYLGH IXQGLQJ
DVVLVWDQFHLQDFFRUGDQFHZLWKV  
G ,GHQWLILFDWLRQ RI WKH HQWLW\ WKDW VKRXOG LPSOHPHQW HDFK SURMHFW RSWLRQ DQG WKH
FXUUHQWVWDWXVRISURMHFWLPSOHPHQWDWLRQ
E $ZDWHUUHVRXUFHGHYHORSPHQWFRPSRQHQWWKDWLQFOXGHV
$OLVWLQJRIWKRVHZDWHUUHVRXUFHGHYHORSPHQWSURMHFWVWKDWVXSSRUWZDWHUVXSSO\
GHYHORSPHQW
)RUHDFKZDWHUUHVRXUFHGHYHORSPHQWSURMHFWOLVWHG
D$QHVWLPDWHRIWKHDPRXQWRIZDWHUWREHFRPHDYDLODEOHWKURXJKWKHSURMHFW
E 7KH WLPHIUDPH LQ ZKLFK WKH SURMHFW RSWLRQ VKRXOG EH LPSOHPHQWHG DQG WKH
HVWLPDWHG SODQQLQJOHYHO FRVWV IRU FDSLWDO LQYHVWPHQW DQG IRU RSHUDWLQJ DQG PDLQWDLQLQJ
WKHSURMHFW
F$QDQDO\VLVRIIXQGLQJQHHGVDQGVRXUFHVRISRVVLEOHIXQGLQJRSWLRQV
G ,GHQWLILFDWLRQ RI WKH HQWLW\ WKDW VKRXOG LPSOHPHQW HDFK SURMHFW RSWLRQ DQG WKH
FXUUHQWVWDWXVRISURMHFWLPSOHPHQWDWLRQ
F 7KHUHFRYHU\DQGSUHYHQWLRQVWUDWHJ\GHVFULEHGLQV  
G $IXQGLQJVWUDWHJ\IRUZDWHUUHVRXUFHGHYHORSPHQWSURMHFWVZKLFKVKDOOEH
UHDVRQDEOHDQGVXIILFLHQWWRSD\WKHFRVWRIFRQVWUXFWLQJRULPSOHPHQWLQJDOORIWKHOLVWHG
SURMHFWV
H  &RQVLGHUDWLRQ RI KRZ WKH SURMHFW RSWLRQV DGGUHVVHG LQ SDUDJUDSK D  VHUYH WKH
SXEOLF LQWHUHVW RU VDYH FRVWV RYHUDOO E\ SUHYHQWLQJ WKH ORVV RI QDWXUDO UHVRXUFHV RU
DYRLGLQJ JUHDWHU IXWXUH H[SHQGLWXUHV IRU ZDWHU UHVRXUFH GHYHORSPHQW RU ZDWHU VXSSO\
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GHYHORSPHQW +RZHYHU XQOHVV DGRSWHG E\ UXOH WKHVH FRQVLGHUDWLRQV GR QRW FRQVWLWXWH
ILQDODJHQF\DFWLRQ
I 7KHWHFKQLFDOGDWDDQGLQIRUPDWLRQDSSOLFDEOHWRHDFKSODQQLQJUHJLRQZKLFKDUH
QHFHVVDU\WRVXSSRUWWKHUHJLRQDOZDWHUVXSSO\SODQ
J  7KH PLQLPXP IORZV DQG OHYHOV HVWDEOLVKHG IRU ZDWHU UHVRXUFHV ZLWKLQ HDFK
SODQQLQJUHJLRQ
K  5HVHUYDWLRQV RI ZDWHU DGRSWHG E\ UXOH SXUVXDQW WR V    ZLWKLQ HDFK
SODQQLQJUHJLRQ
L  ,GHQWLILFDWLRQ RI VXUIDFH ZDWHUV RU DTXLIHUV IRU ZKLFK PLQLPXP IORZV DQG OHYHOV
DUHVFKHGXOHGWREHDGRSWHG
M $QDQDO\VLVGHYHORSHGLQFRRSHUDWLRQZLWKWKHGHSDUWPHQWRIDUHDVRULQVWDQFHVLQ
ZKLFKWKHYDULDQFHSURYLVLRQVRIV  J RUV  PD\EHXVHGWRFUHDWH
ZDWHUVXSSO\GHYHORSPHQWRUZDWHUUHVRXUFHGHYHORSPHQWSURMHFWV
 7KHZDWHUVXSSO\GHYHORSPHQWFRPSRQHQWRIDUHJLRQDOZDWHUVXSSO\SODQZKLFK
GHDOVZLWKRUDIIHFWVSXEOLFXWLOLWLHVDQGSXEOLFZDWHUVXSSO\IRUWKRVHDUHDVVHUYHGE\D
UHJLRQDOZDWHUVXSSO\DXWKRULW\DQGLWVPHPEHUJRYHUQPHQWVZLWKLQWKHERXQGDU\RIWKH
6RXWKZHVW)ORULGD:DWHU0DQDJHPHQW'LVWULFWVKDOOEHGHYHORSHGMRLQWO\E\WKHDXWKRULW\
DQG WKH GLVWULFW ,Q DUHDV QRW VHUYHG E\ UHJLRQDO ZDWHU VXSSO\ DXWKRULWLHV RU RWKHU
PXOWLMXULVGLFWLRQDO ZDWHU VXSSO\ HQWLWLHV DQG ZKHUH RSSRUWXQLWLHV H[LVW WR PHHW ZDWHU
VXSSO\QHHGV PRUHHIILFLHQWO\WKURXJKPXOWLMXULVGLFWLRQDO SURMHFWVLGHQWLILHGSXUVXDQW WR
SDUDJUDSK  D  ZDWHU PDQDJHPHQW GLVWULFWV DUH GLUHFWHG WR DVVLVW LQ GHYHORSLQJ
PXOWLMXULVGLFWLRQDODSSURDFKHVWRZDWHUVXSSO\SURMHFWGHYHORSPHQWMRLQWO\ZLWKDIIHFWHG
ZDWHUXWLOLWLHVVSHFLDOGLVWULFWVDQGORFDOJRYHUQPHQWV
 7KH6RXWK)ORULGD:DWHU0DQDJHPHQW'LVWULFWVKDOOLQFOXGHLQLWVUHJLRQDOZDWHU
VXSSO\ SODQ ZDWHU UHVRXUFH DQG ZDWHU VXSSO\ GHYHORSPHQW SURMHFWV WKDW SURPRWH WKH
HOLPLQDWLRQRIZDVWHZDWHURFHDQRXWIDOOVDVSURYLGHGLQV  
 *RYHUQLQJERDUGDSSURYDORIDUHJLRQDOZDWHUVXSSO\SODQVKDOOQRWEHVXEMHFWWR
WKH UXOHPDNLQJ UHTXLUHPHQWV RI FKDSWHU  +RZHYHU DQ\ SRUWLRQ RI DQ DSSURYHG
UHJLRQDO ZDWHU VXSSO\ SODQ ZKLFK DIIHFWV WKH VXEVWDQWLDO LQWHUHVWV RI D SDUW\ VKDOO EH
VXEMHFWWRV
 $QQXDOO\DQGLQFRQMXQFWLRQZLWKWKHUHSRUWLQJUHTXLUHPHQWVRIV  D 
WKHGHSDUWPHQWVKDOOVXEPLWWRWKH*RYHUQRUDQGWKH/HJLVODWXUHDUHSRUWRQWKHVWDWXVRI
UHJLRQDOZDWHUVXSSO\SODQQLQJLQHDFKGLVWULFW7KHUHSRUWVKDOOLQFOXGH
D $FRPSLODWLRQRIWKHHVWLPDWHGFRVWVRIDQGSRWHQWLDOVRXUFHVRIIXQGLQJIRUZDWHU
UHVRXUFHGHYHORSPHQW DQGZDWHUVXSSO\GHYHORSPHQWSURMHFWV DVLGHQWLILHGLQ WKHZDWHU
PDQDJHPHQWGLVWULFWUHJLRQDOZDWHUVXSSO\SODQV
E  7KH SHUFHQWDJH DQG DPRXQW E\ GLVWULFW RI GLVWULFW DG YDORUHP WD[ UHYHQXHV RU
RWKHUGLVWULFWIXQGVPDGHDYDLODEOHWRGHYHORSDOWHUQDWLYHZDWHUVXSSOLHV
F  $ GHVFULSWLRQ RI HDFK GLVWULFW V SURJUHVV WRZDUG DFKLHYLQJ LWV ZDWHU UHVRXUFH
GHYHORSPHQW REMHFWLYHV LQFOXGLQJ WKH GLVWULFW V LPSOHPHQWDWLRQ RI LWV \HDU ZDWHU
UHVRXUFHGHYHORSPHQWZRUNSURJUDP
G $QDVVHVVPHQWRIWKHVSHFLILFSURJUHVVEHLQJPDGHWRLPSOHPHQWHDFKDOWHUQDWLYH
ZDWHUVXSSO\SURMHFWRSWLRQFKRVHQE\WKHHQWLWLHVDQGLGHQWLILHGIRULPSOHPHQWDWLRQLQ
WKHSODQ
H $QRYHUDOODVVHVVPHQWRIWKHSURJUHVVEHLQJPDGHWRGHYHORSZDWHUVXSSO\LQHDFK
GLVWULFW LQFOXGLQJ EXW QRW OLPLWHG WR DQ H[SODQDWLRQ RI KRZ HDFK SURMHFW HLWKHU
DOWHUQDWLYH RU WUDGLWLRQDO ZLOO SURGXFH FRQWULEXWH WR RU DFFRXQW IRU DGGLWLRQDO ZDWHU
EHLQJ PDGH DYDLODEOH IRU FRQVXPSWLYH XVHV DQ HVWLPDWH RI WKH TXDQWLW\ RI ZDWHU WR EH
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SURGXFHGE\HDFKSURMHFWDQGDQDVVHVVPHQWRIWKHFRQWULEXWLRQRIWKHGLVWULFW VUHJLRQDO
ZDWHUVXSSO\SODQLQSURYLGLQJVXIILFLHQWZDWHUWRPHHWWKHQHHGVRIH[LVWLQJDQGIXWXUH
UHDVRQDEOHEHQHILFLDO XVHV IRU D LQ \HDU GURXJKW HYHQW DV ZHOO DV WKH QHHGV RI WKH
QDWXUDOV\VWHPV
  1RWKLQJ FRQWDLQHG LQ WKH ZDWHU VXSSO\ GHYHORSPHQW FRPSRQHQW RI D UHJLRQDO
ZDWHUVXSSO\SODQVKDOOEHFRQVWUXHGWRUHTXLUHORFDOJRYHUQPHQWVJRYHUQPHQWRZQHGRU
SULYDWHO\ RZQHG ZDWHU XWLOLWLHV VSHFLDO GLVWULFWV VHOIVXSSOLHUV UHJLRQDO ZDWHU VXSSO\
DXWKRULWLHVPXOWLMXULVGLFWLRQDOZDWHUVXSSO\HQWLWLHVRURWKHU ZDWHUVXSSOLHUV WR VHOHFW D
ZDWHU VXSSO\ GHYHORSPHQW SURMHFW LGHQWLILHG LQ WKH FRPSRQHQW PHUHO\ EHFDXVH LW LV
LGHQWLILHGLQWKHSODQ([FHSWDVSURYLGHGLQV  DQG  WKHSODQPD\QRWEH
XVHGLQWKHUHYLHZRISHUPLWVXQGHUSDUW,,XQOHVVWKHSODQRUDQDSSOLFDEOHSRUWLRQWKHUHRI
KDV EHHQ DGRSWHG E\ UXOH +RZHYHU WKLV VXEVHFWLRQ GRHV QRW SURKLELW D ZDWHU
PDQDJHPHQWGLVWULFWIURPHPSOR\LQJWKHGDWDRURWKHULQIRUPDWLRQXVHGWRHVWDEOLVKWKH
SODQLQUHYLHZLQJSHUPLWVXQGHUSDUW,,QRUGRHVLWOLPLWWKHDXWKRULW\RIWKHGHSDUWPHQW
RUJRYHUQLQJERDUGXQGHUSDUW,,
 :KHUHWKHZDWHUVXSSO\FRPSRQHQWRIDZDWHUVXSSO\SODQQLQJUHJLRQVKRZVWKH
QHHG IRU RQH RU PRUH DOWHUQDWLYH ZDWHU VXSSO\ SURMHFWV WKH GLVWULFW VKDOO QRWLI\ WKH
DIIHFWHGORFDOJRYHUQPHQWVDQGPDNHHYHU\UHDVRQDEOHHIIRUWWRHGXFDWHDQGLQYROYHORFDO
SXEOLFRIILFLDOVLQZRUNLQJWRZDUGVROXWLRQVLQFRQMXQFWLRQZLWKWKHGLVWULFWVDQGZKHUH
DSSURSULDWHRWKHUORFDODQGUHJLRQDOZDWHUVXSSO\HQWLWLHV
D  :LWKLQ  PRQWKV IROORZLQJ DSSURYDO RU DPHQGPHQW RI LWV UHJLRQDO ZDWHU VXSSO\
SODQHDFKZDWHUPDQDJHPHQWGLVWULFWVKDOOQRWLI\E\FHUWLILHGPDLOHDFKHQWLW\LGHQWLILHG
LQ VXEVXESDUDJUDSK  D G RI WKDW SRUWLRQ RI WKH SODQ UHOHYDQW WR WKH HQWLW\ 8SRQ
UHTXHVWRIVXFKDQHQWLW\WKHZDWHUPDQDJHPHQWGLVWULFWVKDOODSSHDUEHIRUHDQGSUHVHQW
LWVILQGLQJVDQGUHFRPPHQGDWLRQVWRWKHHQWLW\
E  :LWKLQ  \HDU DIWHU WKH QRWLILFDWLRQ E\ D ZDWHU PDQDJHPHQW GLVWULFW SXUVXDQW WR
SDUDJUDSK D  HDFK HQWLW\ LGHQWLILHG LQ VXEVXESDUDJUDSK  D G VKDOO SURYLGH WR WKH
ZDWHU PDQDJHPHQW GLVWULFW ZULWWHQ QRWLILFDWLRQ RI WKH IROORZLQJ WKH DOWHUQDWLYH ZDWHU
VXSSO\SURMHFWVRURSWLRQVLGHQWLILHGLQSDUDJUDSK  D ZKLFKLWKDVGHYHORSHGRULQWHQGV
WRGHYHORSLIDQ\DQHVWLPDWHRIWKHTXDQWLW\RIZDWHUWREHSURGXFHGE\HDFKSURMHFW
DQG WKH VWDWXV RI SURMHFW LPSOHPHQWDWLRQ LQFOXGLQJ GHYHORSPHQW RI WKH ILQDQFLDO SODQ
IDFLOLWLHV PDVWHU SODQQLQJ SHUPLWWLQJ DQG HIIRUWV LQ FRRUGLQDWLQJ PXOWLMXULVGLFWLRQDO
SURMHFWV LI DSSOLFDEOH 7KH LQIRUPDWLRQ SURYLGHG LQ WKH QRWLILFDWLRQ VKDOO EH XSGDWHG
DQQXDOO\ DQG D SURJUHVV UHSRUW VKDOO EH SURYLGHG E\ 1RYHPEHU  RI HDFK \HDU WR WKH
ZDWHU PDQDJHPHQW GLVWULFW ,I DQ HQWLW\ GRHV QRW LQWHQG WR GHYHORS RQH RU PRUH RI WKH
DOWHUQDWLYHZDWHUVXSSO\SURMHFWRSWLRQVLGHQWLILHGLQWKHUHJLRQDOZDWHUVXSSO\SODQWKH
HQWLW\ VKDOO SURSRVH ZLWKLQ  \HDU DIWHU QRWLILFDWLRQ E\ D ZDWHU PDQDJHPHQW GLVWULFW
SXUVXDQW WR SDUDJUDSK D  DQRWKHU DOWHUQDWLYH ZDWHU VXSSO\ SURMHFW RSWLRQ VXIILFLHQW WR
DGGUHVVWKHQHHGVLGHQWLILHGLQSDUDJUDSK  D ZLWKLQWKHHQWLW\ VMXULVGLFWLRQDQGVKDOO
SURYLGHDQHVWLPDWHRIWKHTXDQWLW\RIZDWHUWREHSURGXFHGE\WKHSURMHFWDQGWKHVWDWXV
RISURMHFWLPSOHPHQWDWLRQDVGHVFULEHGLQWKLVSDUDJUDSK7KHHQWLW\PD\UHTXHVWWKDWWKH
ZDWHUPDQDJHPHQWGLVWULFWFRQVLGHUWKHRWKHUSURMHFWIRULQFOXVLRQLQWKHUHJLRQDOZDWHU
VXSSO\SODQ
  )RU DQ\ UHJLRQDO ZDWHU VXSSO\ SODQ WKDW LV VFKHGXOHG WR EH XSGDWHG EHIRUH
'HFHPEHUWKHGHDGOLQHIRUVXFKXSGDWHVKDOOEHH[WHQGHGE\\HDU
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$QDFWUHODWLQJWRUHFODLPHGZDWHUDPHQGLQJV



)6GHILQLQJWKHWHUPVUHFODLPHGZDWHU



DQGUHFODLPHGZDWHUGLVWULEXWLRQV\VWHPDPHQGLQJV



)6SURYLGLQJOHJLVODWLYHILQGLQJVUHODWLQJ



WRWKHXVHRIUHFODLPHGZDWHUSURYLGLQJWKDW



UHFODLPHGZDWHULVDQDOWHUQDWLYHZDWHUVXSSO\DQG



HOLJLEOHIRUVXFKIXQGLQJDXWKRUL]LQJVSHFLILHG



FRQWUDFWSURYLVLRQVIRUWKHGHYHORSPHQWRIUHFODLPHG



ZDWHUDVDQDOWHUQDWLYHZDWHUVXSSO\SURKLELWLQJWKH



H[FOXVLRQRIUHFODLPHGZDWHUXVHIURPUHJLRQDOZDWHU



VXSSO\SODQQLQJGHOHWLQJDGHILQLWLRQIRUWKHWHUP



XQFRPPLWWHGSURYLGLQJIRUWKHGHWHUPLQDWLRQRI



XQFRPPLWWHGUHFODLPHGZDWHUFDSDFLW\E\FHUWDLQ



XWLOLWLHVSURKLELWLQJZDWHUPDQDJHPHQWGLVWULFWVIURP



UHTXLULQJSHUPLWVIRUWKHXVHRIUHFODLPHGZDWHU



DXWKRUL]LQJSHUPLWFRQGLWLRQVIRUFHUWDLQVXUIDFH



ZDWHUDQGJURXQGZDWHUVRXUFHVDXWKRUL]LQJZDWHU



PDQDJHPHQWGLVWULFWVWRUHTXLUHWKHXVHRIUHFODLPHG



ZDWHUXQGHUFHUWDLQFRQGLWLRQVSURKLELWLQJZDWHU



PDQDJHPHQWGLVWULFWVIURPUHTXLULQJRUUHVWULFWLQJ



VHUYLFHVSURYLGHGE\UHXVHXWLOLWLHVSURYLGLQJDQ



H[FHSWLRQFODULI\LQJZKLFKSHUPLWDSSOLFDQWVDUH



UHTXLUHGWRVXEPLWFHUWDLQLQIRUPDWLRQUHTXLULQJWKH



'HSDUWPHQWRI(QYLURQPHQWDO3URWHFWLRQDQGHDFKZDWHU



PDQDJHPHQWGLVWULFWWRLQLWLDWHUXOHPDNLQJWRDGRSW



VSHFLILHGUHYLVLRQVWRWKHZDWHUUHVRXUFH



LPSOHPHQWDWLRQUXOHUHYLVLQJDSSOLFDELOLW\SURYLGLQJ


3DJHRI
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IRUFRQVWUXFWLRQRIWKHDFWDPHQGLQJVV



DQG)6FRQIRUPLQJFURVV



UHIHUHQFHVWRFKDQJHVPDGHE\WKHDFWSURYLGLQJDQ



HIIHFWLYHGDWH

 
 %H,W(QDFWHGE\WKH/HJLVODWXUHRIWKH6WDWHRI)ORULGD
 
 

6HFWLRQ6XEVHFWLRQV  WKURXJK  RIVHFWLRQ

 )ORULGD6WDWXWHVDUHUHQXPEHUHGDVVXEVHFWLRQV  
 WKURXJK  UHVSHFWLYHO\DQGQHZVXEVHFWLRQV  DQG  
 DUHDGGHGWRWKDWVHFWLRQWRUHDG
 

'HILQLWLRQV²:KHQDSSHDULQJLQWKLVFKDSWHURULQ

 DQ\UXOHUHJXODWLRQRURUGHUDGRSWHGSXUVXDQWWKHUHWRWKH
 WHUP
 

 5HFODLPHGZDWHUPHDQVZDWHUWKDWKDVUHFHLYHGDW

 OHDVWVHFRQGDU\WUHDWPHQWDQGEDVLFGLVLQIHFWLRQDQGLVUHXVHG
 DIWHUIORZLQJRXWRIDGRPHVWLFZDVWHZDWHUWUHDWPHQWIDFLOLW\
 5HFODLPHGZDWHULVQRWVXEMHFWWRUHJXODWLRQSXUVXDQWWRV
 RUSDUW,,RIWKLVFKDSWHUXQWLOLWKDVEHHQGLVFKDUJHG
 LQWRZDWHUVDVGHILQHGLQV  
 

 5HFODLPHGZDWHUGLVWULEXWLRQV\VWHPPHDQVDQHWZRUN

 RISLSHVSXPSLQJIDFLOLWLHVVWRUDJHIDFLOLWLHVDQG
 DSSXUWHQDQFHVGHVLJQHGWRFRQYH\DQGGLVWULEXWHUHFODLPHGZDWHU
 IURPRQHRUPRUHGRPHVWLFZDVWHZDWHUWUHDWPHQWIDFLOLWLHVWRRQH
 RUPRUHXVHUVRIUHFODLPHGZDWHU
 

6HFWLRQ6HFWLRQ)ORULGD6WDWXWHVLVDPHQGHG

 WRUHDG
 

5HXVHRIUHFODLPHGZDWHU²


3DJHRI
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D 7KHHQFRXUDJHPHQWDQGSURPRWLRQRIZDWHU

 FRQVHUYDWLRQDQGUHXVHRIUHFODLPHGZDWHUDVGHILQHGE\WKH
 GHSDUWPHQWDQGXVHGLQWKLVFKDSWHUDUHVWDWHREMHFWLYHVDQG
 FRQVLGHUHGWREHLQWKHSXEOLFLQWHUHVW7KH/HJLVODWXUHILQGV
 WKDWWKHXVHRIUHFODLPHGZDWHUSURYLGHGE\GRPHVWLFZDVWHZDWHU
 WUHDWPHQWSODQWVSHUPLWWHGDQGRSHUDWHGXQGHUDUHXVHSURJUDP
 DSSURYHGE\WKHGHSDUWPHQWLVHQYLURQPHQWDOO\DFFHSWDEOHDQGQRW
 DWKUHDWWRSXEOLFKHDOWKDQGVDIHW\
 

E 7KH/HJLVODWXUHUHFRJQL]HVWKDWWKHLQWHUHVWRIWKH

 VWDWHWRVXVWDLQZDWHUUHVRXUFHVIRUWKHIXWXUHWKURXJKWKHXVH
 RIUHFODLPHGZDWHUPXVWEHEDODQFHGZLWKWKHQHHGRIUHXVH
 XWLOLWLHVWRRSHUDWHDQGPDQDJHUHFODLPHGZDWHUV\VWHPVLQ
 DFFRUGDQFHZLWKDYDULHW\DQGUDQJHRIFLUFXPVWDQFHVLQFOXGLQJ
 UHJXODWRU\DQGILQDQFLDOFRQVLGHUDWLRQVZKLFKLQIOXHQFHWKH
 GHYHORSPHQWDQGRSHUDWLRQRIUHFODLPHGZDWHUV\VWHPVDFURVVWKH
 VWDWH
 

 5HFODLPHGZDWHULVDQDOWHUQDWLYHZDWHUVXSSO\DV

 GHILQHGLQV  DQGLVHOLJLEOHIRUDOWHUQDWLYHZDWHU
 VXSSO\IXQGLQJ$FRQWUDFWIRUVWDWHRUGLVWULFWIXQGLQJ
 DVVLVWDQFHIRUWKHGHYHORSPHQWRIUHFODLPHGZDWHUDVDQ
 DOWHUQDWLYHZDWHUVXSSO\PD\LQFOXGHSURYLVLRQVOLVWHGXQGHUV
   7KHXVHRIUHFODLPHGZDWHUPD\QRWEHH[FOXGHGIURP
 UHJLRQDOZDWHUVXSSO\SODQQLQJXQGHUV
 





D )RUSXUSRVHVRIWKLVVHFWLRQXQFRPPLWWHG

 PHDQVWKHDYHUDJHDPRXQWRIUHFODLPHGZDWHUSURGXFHGGXULQJWKH
 WKUHHORZHVWIORZPRQWKVPLQXVWKHDPRXQWRIUHFODLPHGZDWHU
 WKDWDUHFODLPHGZDWHUSURYLGHULVFRQWUDFWXDOO\REOLJDWHGWR
 SURYLGHWRDFXVWRPHURUXVHU
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E 5HFODLPHGZDWHUPD\EHSUHVXPHGDYDLODEOHWRD

 FRQVXPSWLYHXVHSHUPLWDSSOLFDQWZKHQDXWLOLW\H[LVWVZKLFK
 SURYLGHVUHFODLPHGZDWHUZKLFKKDVGHWHUPLQHGWKDWLWKDV
 XQFRPPLWWHGUHFODLPHGZDWHUFDSDFLW\DQGZKLFKKDVGLVWULEXWLRQ
 IDFLOLWLHVZKLFKDUHLQLWLDOO\SURYLGHGE\WKHXWLOLW\DWLWV
 FRVWWRWKHVLWHRIWKHDIIHFWHGDSSOLFDQW VSURSRVHGXVH
 

E $ZDWHUPDQDJHPHQWGLVWULFWPD\QRWUHTXLUHDSHUPLW

 IRUWKHXVHRIUHFODLPHGZDWHU+RZHYHUZKHQDXVHLQFOXGHV
 VXUIDFHZDWHURUJURXQGZDWHUWKHSHUPLWIRUVXFKVRXUFHVPD\
 LQFOXGHFRQGLWLRQVWKDWJRYHUQWKHXVHRIWKHSHUPLWWHGVRXUFHV
 LQUHODWLRQWRWKHIHDVLELOLW\RUXVHRIUHFODLPHGZDWHU
 

F $ZDWHUPDQDJHPHQWGLVWULFWPD\UHTXLUHWKHXVHRI

 UHFODLPHGZDWHULQOLHXRIDOORUDSRUWLRQRIDSURSRVHGXVHRI
 VXUIDFHZDWHURUJURXQGZDWHUE\DQDSSOLFDQWZKHQWKHXVHRI
 XQFRPPLWWHGUHFODLPHGZDWHULVDYDLODEOHLVHQYLURQPHQWDOO\
 HFRQRPLFDOO\DQGWHFKQLFDOO\IHDVLEOHDQGLVRIVXFKTXDOLW\
 DQGUHOLDELOLW\DVLVQHFHVVDU\WRWKHXVHU+RZHYHUDZDWHU
 PDQDJHPHQWGLVWULFWPD\QHLWKHUVSHFLI\DQ\XVHUWRZKRPWKH
 UHXVHXWLOLW\PXVWSURYLGHUHFODLPHGZDWHUQRUUHVWULFWWKHXVH
 RIUHFODLPHGZDWHUSURYLGHGE\DUHXVHXWLOLW\WRDFXVWRPHULQ
 DSHUPLWRUXQOHVVUHTXHVWHGE\WKHUHXVHXWLOLW\LQDZDWHU
 VKRUWDJHRUGHURUZDWHUVKRUWDJHHPHUJHQF\RUGHUWKLVSDUDJUDSK
 GRHVQRWDXWKRUL]HDZDWHUPDQDJHPHQWGLVWULFWWRUHTXLUHD
 SURYLGHURIUHFODLPHGZDWHUWRUHGLUHFWUHFODLPHGZDWHUIURPRQH
 XVHUWRDQRWKHURUWRSURYLGHXQFRPPLWWHGZDWHUWRDVSHFLILF
 XVHULIVXFKZDWHULVDQWLFLSDWHGWREHXVHGE\WKHSURYLGHURU
 DGLIIHUHQWXVHUVHOHFWHGE\WKHSURYLGHUZLWKLQDUHDVRQDEOH
 DPRXQWRIWLPH

3DJHRI

&2',1*:RUGVVWULFNHQDUHGHOHWLRQVZRUGVXQGHUOLQHGDUHDGGLWLRQV

KEHU

6

)

/

2

5

,

'

$



+

2

8

6

(



2

)





&6+%



(152//('


 



5

(

3

5

(

6

(

1

7

$

7

,

9

(


/HJLVODWXUH

G 7KH6RXWK)ORULGD:DWHU0DQDJHPHQW'LVWULFWVKDOO

 UHTXLUHWKHXVHRIUHFODLPHGZDWHUPDGHDYDLODEOHE\WKH
 HOLPLQDWLRQRIZDVWHZDWHURFHDQRXWIDOOGLVFKDUJHVDVSURYLGHG
 IRULQV  LQOLHXRIVXUIDFHZDWHURUJURXQGZDWHU
 ZKHQWKHXVHRIXQFRPPLWWHGUHFODLPHGZDWHULVDYDLODEOHLV
 HQYLURQPHQWDOO\HFRQRPLFDOO\DQGWHFKQLFDOO\IHDVLEOHDQGLV
 RIVXFKTXDOLW\DQGUHOLDELOLW\DVLVQHFHVVDU\WRWKHXVHU
 6XFKUHFODLPHGZDWHUPD\DOVREHUHTXLUHGLQOLHXRIRWKHU
 DOWHUQDWLYHVRXUFHV,QGHWHUPLQLQJZKHWKHURUQRWWRUHTXLUH
 VXFKUHFODLPHGZDWHULQOLHXRIRWKHUDOWHUQDWLYHVRXUFHVWKH
 ZDWHUPDQDJHPHQWGLVWULFWVKDOOFRQVLGHUH[LVWLQJLQIUDVWUXFWXUH
 LQYHVWPHQWVLQSODFHRUREOLJDWHGWREHFRQVWUXFWHGE\DQ
 H[HFXWHGFRQWUDFWRUVLPLODUELQGLQJDJUHHPHQWDVRI-XO\
 IRUWKHGHYHORSPHQWRIRWKHUDOWHUQDWLYHVRXUFHV
 



 7KHZDWHUPDQDJHPHQWGLVWULFWVKDOOLQ

 FRQVXOWDWLRQZLWKWKHGHSDUWPHQWDGRSWUXOHVWRLPSOHPHQWWKLV
 VHFWLRQ6XFKUXOHVVKDOOLQFOXGHEXWQRWEHOLPLWHGWR
 

D 3URYLVLRQVWRSHUPLWXVHRIZDWHUIURPRWKHUVRXUFHV

 LQHPHUJHQF\VLWXDWLRQVRULIUHFODLPHGZDWHUEHFRPHV
 XQDYDLODEOHIRUWKHGXUDWLRQRIWKHHPHUJHQF\RUWKH
 XQDYDLODELOLW\RIUHFODLPHGZDWHU7KHVHSURYLVLRQVVKDOODOVR
 VSHFLI\WKHPHWKRGIRUHVWDEOLVKLQJWKHTXDQWLW\RIZDWHUWREH
 VHWDVLGHIRUXVHLQHPHUJHQFLHVRUZKHQUHFODLPHGZDWHUEHFRPHV
 XQDYDLODEOH7KHDPRXQWVHWDVLGHLVVXEMHFWWRSHULRGLFUHYLHZ
 DQGUHYLVLRQ7KHPHWKRGRORJ\VKDOOWDNHLQWRDFFRXQWWKHULVN
 WKDWUHFODLPHGZDWHUPD\QRWEHDYDLODEOHLQWKHIXWXUHWKH
 ULVNWKDWRWKHUVRXUFHVPD\EHIXOO\DOORFDWHGWRRWKHUXVHVLQ
 WKHIXWXUHWKHQDWXUHRIWKHXVHVVHUYHGZLWKUHFODLPHGZDWHU

3DJHRI

&2',1*:RUGVVWULFNHQDUHGHOHWLRQVZRUGVXQGHUOLQHGDUHDGGLWLRQV

KEHU

6

)

/

2

5

,

'

$



+

2

8

6

(



2

)





&6+%



(152//('



5

(

3

5

(

6

(

1

7

$

7

,

9

(


/HJLVODWXUH


 WKHH[WHQWWRZKLFKWKHDSSOLFDQWLQWHQGVWRUHO\XSRQUHFODLPHG
 ZDWHUDQGWKHH[WHQWRIHFRQRPLFKDUPZKLFKPD\UHVXOWLIRWKHU
 VRXUFHVDUHQRWDYDLODEOHWRUHSODFHWKHUHFODLPHGZDWHU,WLV
 WKHLQWHQWRIWKLVSDUDJUDSKWRHQVXUHWKDWXVHUVRIUHFODLPHG
 ZDWHUKDYHWKHVDPHDFFHVVWRJURXQGRUVXUIDFHZDWHUDQGZLOO
 RWKHUZLVHEHWUHDWHGLQWKHVDPHPDQQHUDVRWKHUXVHUVRIWKH
 VDPHFODVVQRWUHO\LQJRQUHFODLPHGZDWHU
 

E $ZDWHUPDQDJHPHQWGLVWULFWVKDOOQRWDGRSWDQ\UXOH

 ZKLFKJLYHVSUHIHUHQFHWRXVHUVZLWKLQDQ\FODVVRIXVH
 HVWDEOLVKHGXQGHUVZKRGRQRWXVHUHFODLPHGZDWHURYHU
 XVHUVZLWKLQWKHVDPHFODVVZKRXVHUHFODLPHGZDWHU
 

E

F 3URYLVLRQVWRUHTXLUHSHUPLWDSSOLFDQWVWKDWDUH

 QRWUHXVHXWLOLWLHVWRSURYLGHDVSDUWRIWKHLUUHFODLPHGZDWHU
 IHDVLELOLW\HYDOXDWLRQIRUDQRQSRWDEOHXVHZULWWHQ
 GRFXPHQWDWLRQIURPDUHXVHXWLOLW\DGGUHVVLQJWKHDYDLODELOLW\
 RIUHFODLPHGZDWHU7KLVUHTXLUHPHQWVKDOODSSO\ZKHQWKH
 DSSOLFDQW VSURSRVHGXVHLVZLWKLQDQDUHDWKDWLVRUPD\EH
 VHUYHGZLWKUHFODLPHGZDWHUE\DUHXVHXWLOLW\ZLWKLQD\HDU
 KRUL]RQDVHVWDEOLVKHGE\WKHUHXVHXWLOLW\DQGSURYLGHGWRWKH
 GLVWULFW,IWKHDSSOLFDEOHUHXVHXWLOLW\IDLOVWRUHVSRQGRU
 GRHVQRWSURYLGHWKHLQIRUPDWLRQUHTXLUHGXQGHUSDUDJUDSK F 


G ZLWKLQGD\VDIWHUUHFHLSWRIWKHUHTXHVWWKHDSSOLFDQW

 VKDOOSURYLGHWRWKHGLVWULFWDFRS\RIWKHZULWWHQUHTXHVWDQG
 DVWDWHPHQWWKDWWKHXWLOLW\IDLOHGWRSURYLGHWKHUHTXHVWHG
 LQIRUPDWLRQ7KHGLVWULFWLVQRWUHTXLUHGWRDGRSWE\UXOHWKH
 DUHDZKHUHZULWWHQGRFXPHQWDWLRQIURPDUHXVHXWLOLW\LV
 UHTXLUHGEXWWKHGLVWULFWVKDOOSXEOLVKWKHDUHDDQGDQ\
 XSGDWHVWKHUHWRRQWKHGLVWULFW VZHEVLWH7KLVSDUDJUDSKPD\

3DJHRI
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 QRWEHFRQVWUXHGWROLPLWWKHDELOLW\RIDGLVWULFWWRUHTXLUH
 WKHXVHRIUHFODLPHGZDWHURUWROLPLWDXWLOLW\ VDELOLW\WR
 SODQUHFODLPHGZDWHULQIUDVWUXFWXUH
 

F

G 3URYLVLRQVVSHFLI\LQJWKHFRQWHQWRIWKH

 GRFXPHQWDWLRQUHTXLUHGLQSDUDJUDSK E  F LQFOXGLQJ
 VXIILFLHQWLQIRUPDWLRQUHJDUGLQJWKHDYDLODELOLW\DQGFRVWV
 DVVRFLDWHGZLWKWKHFRQQHFWLRQWRDQGWKHXVHRIUHFODLPHG
 ZDWHUWRIDFLOLWDWHWKHSHUPLWDSSOLFDQW VUHFODLPHGZDWHU
 IHDVLELOLW\HYDOXDWLRQ
 
 $ZDWHUPDQDJHPHQWGLVWULFWPD\QRWDGRSWDQ\UXOHWKDWJLYHV
 SUHIHUHQFHWRXVHUVZLWKLQDQ\FODVVRIXVHHVWDEOLVKHGXQGHUV
 ZKRGRQRWXVHUHFODLPHGZDWHURYHUXVHUVZLWKLQWKH
 VDPHFODVVZKRXVHUHFODLPHGZDWHU
 



D 1RODWHUWKDQ2FWREHUWKHGHSDUWPHQWVKDOO

 LQLWLDWHUXOHPDNLQJWRDGRSWUHYLVLRQVWRWKHZDWHUUHVRXUFH
 LPSOHPHQWDWLRQUXOHDVGHILQHGLQV  ZKLFKVKDOO
 LQFOXGH
 

&ULWHULDIRUWKHXVHRIDSURSRVHGLPSDFWRIIVHW

 GHULYHGIURPWKHXVHRIUHFODLPHGZDWHUZKHQDZDWHUPDQDJHPHQW
 GLVWULFWHYDOXDWHVDQDSSOLFDWLRQIRUDFRQVXPSWLYHXVHSHUPLW
 $VXVHGLQWKLVVXESDUDJUDSKWKHWHUPLPSDFWRIIVHWPHDQVWKH
 XVHRIUHFODLPHGZDWHUWRUHGXFHRUHOLPLQDWHDKDUPIXOLPSDFW
 WKDWKDVRFFXUUHGRUZRXOGRWKHUZLVHRFFXUDVDUHVXOWRIRWKHU
 VXUIDFHZDWHURUJURXQGZDWHUZLWKGUDZDOV
 

&ULWHULDIRUWKHXVHRIVXEVWLWXWLRQFUHGLWVZKHUHD

 ZDWHUPDQDJHPHQWGLVWULFWKDVDGRSWHGUXOHVHVWDEOLVKLQJ
 ZLWKGUDZDOOLPLWVIURPDVSHFLILHGZDWHUUHVRXUFHZLWKLQD
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 GHILQHGJHRJUDSKLFDUHD$VXVHGLQWKLVVXESDUDJUDSKWKHWHUP
 VXEVWLWXWLRQFUHGLWPHDQVWKHXVHRIUHFODLPHGZDWHUWR
 UHSODFHDOORUDSRUWLRQRIDQH[LVWLQJSHUPLWWHGXVHRI
 UHVRXUFHOLPLWHGVXUIDFHZDWHURUJURXQGZDWHUDOORZLQJD
 GLIIHUHQWXVHURUXVHWRLQLWLDWHDZLWKGUDZDORULQFUHDVHLWV
 ZLWKGUDZDOIURPWKHVDPHUHVRXUFHOLPLWHGVXUIDFHZDWHURU
 JURXQGZDWHUVRXUFHSURYLGHGWKDWWKHZLWKGUDZDOFUHDWHVQRQHW
 DGYHUVHLPSDFWRQWKHOLPLWHGZDWHUUHVRXUFHRUFUHDWHVDQHW
 SRVLWLYHLPSDFWLIUHTXLUHGE\ZDWHUPDQDJHPHQWGLVWULFWUXOHDV
 SDUWRIDVWUDWHJ\WRSURWHFWRUUHFRYHUDZDWHUUHVRXUFH
 

E :LWKLQGD\VDIWHUWKHILQDODGRSWLRQE\WKH

 GHSDUWPHQWRIWKHUHYLVLRQVWRWKHZDWHUUHVRXUFHLPSOHPHQWDWLRQ
 UXOHUHTXLUHGXQGHUSDUDJUDSK D HDFKZDWHUPDQDJHPHQW
 GLVWULFWVKDOOLQLWLDWHUXOHPDNLQJWRLQFRUSRUDWHWKRVH
 UHYLVLRQVE\UHIHUHQFHLQWRWKHUXOHVRIWKHGLVWULFW
 



 5HXVHXWLOLWLHVDQGWKHDSSOLFDEOHZDWHUPDQDJHPHQW

 GLVWULFWRUGLVWULFWVDUHHQFRXUDJHGWRSHULRGLFDOO\FRRUGLQDWH
 DQGVKDUHLQIRUPDWLRQFRQFHUQLQJWKHVWDWXVRIUHFODLPHGZDWHU
 GLVWULEXWLRQV\VWHPFRQVWUXFWLRQWKHDYDLODELOLW\RIUHFODLPHG
 ZDWHUVXSSOLHVDQGH[LVWLQJFRQVXPSWLYHXVHSHUPLWVLQDUHDV
 VHUYHGE\WKHUHXVHXWLOLW\
 



 1RWKLQJLQ7KLVVHFWLRQGRHVQRWLPSDLURUOLPLW

 WKHDXWKRULW\RIVKDOOLPSDLUDZDWHUPDQDJHPHQWGLVWULFW
 GLVWULFW VDXWKRULW\WRSODQIRUDQGUHJXODWHFRQVXPSWLYHXVHV
 RIZDWHUXQGHUWKLVFKDSWHURUUHJXODWHWKHXVHRIVXUIDFHZDWHU
 RUJURXQGZDWHUWRVXSSOHPHQWDUHFODLPHGZDWHUV\VWHP
 



 7KLVVHFWLRQDSSOLHVWRDSSOLFDWLRQVIRUQHZ

 FRQVXPSWLYHXVHSHUPLWVDQGUHQHZDOVDQGPRGLILFDWLRQVRI
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 H[LVWLQJFRQVXPSWLYHXVHSHUPLWV
 
 

6HFWLRQ7KLVDFWGRHVQRW
 ,PSDLURUOLPLWWKHDXWKRULW\RIWKH'HSDUWPHQWRI

 (QYLURQPHQWDO3URWHFWLRQWRUHJXODWHZDWHUTXDOLW\LQFOXGLQJ
 UHFODLPHGZDWHUSXUVXDQWWRFKDSWHU)ORULGD6WDWXWHVRU
 WRUHTXLUHDUHXVHIHDVLELOLW\VWXG\SXUVXDQWWRV
 )ORULGD6WDWXWHV
 

 ,PSDLURUOLPLWWKHDXWKRULW\RIDZDWHUPDQDJHPHQW

 GLVWULFWWRFRQGXFWUHJLRQDOZDWHUVXSSO\SODQQLQJSXUVXDQW
 FKDSWHU)ORULGD6WDWXWHV
 

 $IIHFWDQ\UHTXLUHPHQWWKDWPD\EHDSSOLFDEOHWR

 IXQGLQJRIDOWHUQDWLYHZDWHUVXSSO\GHYHORSPHQWLQFOXGLQJ
 UHFODLPHGZDWHUSXUVXDQWWRV)ORULGD6WDWXWHV
 

 $IIHFWRUOLPLWDQ\DSSOLFDEOHSURYLVLRQVUHJDUGLQJ

 WKHVHWWLQJRIUDWHVE\SXEOLFDQGSULYDWHZDWHUXWLOLWLHV
 SXUVXDQWWRFKDSWHURUFKDSWHU)ORULGD6WDWXWHVRUV
 )ORULGD6WDWXWHV
 

 $IIHFWRULPSDLUWKHSRZHUVRIWKH*RYHUQRUXQGHUWKH

 6WDWH&RQVWLWXWLRQJHQHUDOODZLQFOXGLQJEXWQRWOLPLWHGWR
 FKDSWHU)ORULGD6WDWXWHVDQGSROLFHSRZHUVRIWKHVWDWHWR
 DGRSWDQGHQIRUFHHPHUJHQF\UXOHVUHJXODWLRQVDQGRUGHUV
 

6HFWLRQ3DUDJUDSK G RIVXEVHFWLRQ  RIVHFWLRQ

 )ORULGD6WDWXWHVLVDPHQGHGWRUHDG
 

)ORULGDZDWHUSODQGLVWULFWZDWHUPDQDJHPHQW

 SODQV²
 

 )/25,'$:$7(53/$1²,QFRRSHUDWLRQZLWKWKHZDWHU

 PDQDJHPHQWGLVWULFWVUHJLRQDOZDWHUVXSSO\DXWKRULWLHVDQG
 RWKHUVWKHGHSDUWPHQWVKDOOGHYHORSWKH)ORULGDZDWHUSODQ7KH
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 )ORULGDZDWHUSODQVKDOOLQFOXGHEXWQRWEHOLPLWHGWR
 

G *RDOVREMHFWLYHVDQGJXLGDQFHIRUWKHGHYHORSPHQW

 DQGUHYLHZRISURJUDPVUXOHVDQGSODQVUHODWLQJWRZDWHU
 UHVRXUFHVEDVHGRQVWDWXWRU\SROLFLHVDQGGLUHFWLYHV7KHVWDWH
 ZDWHUSROLF\UXOHUHQDPHGWKHZDWHUUHVRXUFHLPSOHPHQWDWLRQ
 UXOHSXUVXDQWWRV    VKDOOVHUYHDVWKLV
 SDUWRIWKHSODQ$PHQGPHQWVRUDGGLWLRQVWRWKLVSDUWRIWKH
 )ORULGDZDWHUSODQVKDOOEHDGRSWHGE\WKHGHSDUWPHQWDVSDUWRI
 WKHZDWHUUHVRXUFHLPSOHPHQWDWLRQUXOH,QDFFRUGDQFHZLWKV
 WKHGHSDUWPHQWVKDOOUHYLHZUXOHVRIWKHZDWHU
 PDQDJHPHQWGLVWULFWVIRUFRQVLVWHQF\ZLWKWKLVUXOH$PHQGPHQWV
 WRWKHZDWHUUHVRXUFHLPSOHPHQWDWLRQUXOHPXVWEHDGRSWHGE\WKH
 VHFUHWDU\RIWKHGHSDUWPHQWDQGEHVXEPLWWHGWRWKH3UHVLGHQWRI
 WKH6HQDWHDQGWKH6SHDNHURIWKH+RXVHRI5HSUHVHQWDWLYHV
 ZLWKLQGD\VDIWHUSXEOLFDWLRQLQWKH)ORULGD$GPLQLVWUDWLYH
 :HHNO\$PHQGPHQWVVKDOOQRWEHFRPHHIIHFWLYHXQWLOWKH
 FRQFOXVLRQRIWKHQH[WUHJXODUVHVVLRQRIWKH/HJLVODWXUH
 IROORZLQJWKHLUDGRSWLRQ
 

6HFWLRQ6XEVHFWLRQ  RIVHFWLRQ)ORULGD

 6WDWXWHVLVDPHQGHGWRUHDG
 
 

'HOLQHDWLRQPHWKRGVIRUPDOGHWHUPLQDWLRQV²
 7KH(QYLURQPHQWDO5HJXODWLRQ&RPPLVVLRQVKDOODGRSWD

 XQLILHGVWDWHZLGHPHWKRGRORJ\IRUWKHGHOLQHDWLRQRIWKHH[WHQW
 RIZHWODQGVDVGHILQHGLQV    7KLV
 PHWKRGRORJ\VKDOOFRQVLGHUUHJLRQDOGLIIHUHQFHVLQWKHW\SHVRI
 VRLOVDQGYHJHWDWLRQWKDWPD\VHUYHDVLQGLFDWRUVRIWKHH[WHQW
 RIZHWODQGV7KLVPHWKRGRORJ\VKDOODOVRLQFOXGHSURYLVLRQVIRU
 GHWHUPLQLQJWKHH[WHQWRIVXUIDFHZDWHUVRWKHUWKDQZHWODQGVIRU
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 WKHSXUSRVHVRIUHJXODWLRQXQGHUV7KLVPHWKRGRORJ\
 VKDOOQRWEHFRPHHIIHFWLYHXQWLOUDWLILHGE\WKH/HJLVODWXUH
 6XEVHTXHQWWROHJLVODWLYHUDWLILFDWLRQWKHZHWODQGGHILQLWLRQ
 LQV    DQGWKHDGRSWHGZHWODQG
 PHWKRGRORJ\VKDOOEHELQGLQJRQWKHGHSDUWPHQWWKHZDWHU
 PDQDJHPHQWGLVWULFWVORFDOJRYHUQPHQWVDQGDQ\RWKHU
 JRYHUQPHQWDOHQWLWLHV8SRQUDWLILFDWLRQRIVXFKZHWODQG
 PHWKRGRORJ\WKH/HJLVODWXUHSUHHPSWVWKHDXWKRULW\RIDQ\ZDWHU
 PDQDJHPHQWGLVWULFWVWDWHRUUHJLRQDODJHQF\RUORFDO
 JRYHUQPHQWWRGHILQHZHWODQGVRUGHYHORSDGHOLQHDWLRQ
 PHWKRGRORJ\WRLPSOHPHQWWKHGHILQLWLRQDQGGHWHUPLQHVWKDWWKH
 H[FOXVLYHGHILQLWLRQDQGGHOLQHDWLRQPHWKRGRORJ\IRUZHWODQGV
 VKDOOEHWKDWHVWDEOLVKHGSXUVXDQWWRV    
 DQGWKLVVHFWLRQ8SRQVXFKOHJLVODWLYHUDWLILFDWLRQDQ\
 H[LVWLQJZHWODQGVGHILQLWLRQRUZHWODQGGHOLQHDWLRQPHWKRGRORJ\
 VKDOOEHVXSHUVHGHGE\WKHZHWODQGGHILQLWLRQDQGGHOLQHDWLRQ
 PHWKRGRORJ\HVWDEOLVKHGSXUVXDQWWRWKLVFKDSWHU6XEVHTXHQWWR
 OHJLVODWLYHUDWLILFDWLRQDGHOLQHDWLRQRIWKHH[WHQWRID
 VXUIDFHZDWHURUZHWODQGE\WKHGHSDUWPHQWRUDZDWHUPDQDJHPHQW
 GLVWULFWSXUVXDQWWRDIRUPDOGHWHUPLQDWLRQXQGHUVXEVHFWLRQ


 RUSXUVXDQWWRDSHUPLWLVVXHGXQGHUWKLVSDUWLQZKLFKWKH

 GHOLQHDWLRQZDVILHOGYHULILHGE\WKHSHUPLWWLQJDJHQF\DQG
 VSHFLILFDOO\DSSURYHGLQWKHSHUPLWVKDOOEHELQGLQJRQDOO
 RWKHUJRYHUQPHQWDOHQWLWLHVIRUWKHGXUDWLRQRIWKHIRUPDO
 GHWHUPLQDWLRQRUSHUPLW$OOH[LVWLQJUXOHVDQGPHWKRGRORJLHVRI
 WKHGHSDUWPHQWWKHZDWHUPDQDJHPHQWGLVWULFWVDQGORFDO
 JRYHUQPHQWVUHJDUGLQJVXUIDFHZDWHURUZHWODQGGHILQLWLRQDQG
 GHOLQHDWLRQVKDOOUHPDLQLQIXOOIRUFHDQGHIIHFWXQWLOWKH
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 FRPPRQPHWKRGRORJ\UXOHEHFRPHVHIIHFWLYH+RZHYHUWKLVVKDOO
 QRWEHFRQVWUXHGWROLPLWDQ\SRZHURIWKHGHSDUWPHQWWKHZDWHU
 PDQDJHPHQWGLVWULFWVDQGORFDOJRYHUQPHQWVWRDPHQGRUDGRSWD
 VXUIDFHZDWHURUZHWODQGGHILQLWLRQRUGHOLQHDWLRQPHWKRGRORJ\
 XQWLOWKHFRPPRQPHWKRGRORJ\UXOHEHFRPHVHIIHFWLYH
 

6HFWLRQ3DUDJUDSKV U DQG X RIVXEVHFWLRQ  RI

 VHFWLRQ)ORULGD6WDWXWHVDUHDPHQGHGWRUHDG
 

3HUPLWVLVVXHGDWGLVWULFWFHQWHUVH[FHSWLRQV²

 

 $SHUPLWLVQRWUHTXLUHGXQGHUWKLVFKDSWHUFKDSWHU

 FKDSWHU/DZVRI)ORULGDRUFKDSWHURU
 FKDSWHU/DZVRI)ORULGDIRUDFWLYLWLHVDVVRFLDWHG
 ZLWKWKHIROORZLQJW\SHVRISURMHFWVKRZHYHUH[FHSWDV
 RWKHUZLVHSURYLGHGLQWKLVVXEVHFWLRQQRWKLQJLQWKLV
 VXEVHFWLRQUHOLHYHVDQDSSOLFDQWIURPDQ\UHTXLUHPHQWWRREWDLQ
 SHUPLVVLRQWRXVHRURFFXS\ODQGVRZQHGE\WKH%RDUGRI7UXVWHHV
 RIWKH,QWHUQDO,PSURYHPHQW7UXVW)XQGRUDQ\ZDWHUPDQDJHPHQW
 GLVWULFWLQLWVJRYHUQPHQWDORUSURSULHWDU\FDSDFLW\RUIURP
 FRPSO\LQJZLWKDSSOLFDEOHORFDOSROOXWLRQFRQWUROSURJUDPV
 DXWKRUL]HGXQGHUWKLVFKDSWHURURWKHUUHTXLUHPHQWVRIFRXQW\
 DQGPXQLFLSDOJRYHUQPHQWV
 

U 7KHUHPRYDORIDTXDWLFSODQWVWKHUHPRYDORI

 WXVVRFNVWKHDVVRFLDWHGUHSODQWLQJRILQGLJHQRXVDTXDWLF
 SODQWVDQGWKHDVVRFLDWHGUHPRYDOIURPODNHVRIRUJDQLF
 GHWULWDOPDWHULDOZKHQVXFKSODQWLQJRUUHPRYDOLVSHUIRUPHGDQG
 DXWKRUL]HGE\SHUPLWRUH[HPSWLRQJUDQWHGXQGHUVRUV
 SURYLGHGWKDW
 

2UJDQLFGHWULWDOPDWHULDOWKDWH[LVWVRQWKHVXUIDFHRI

 QDWXUDOPLQHUDOVXEVWUDWHVKDOOEHDOORZHGWREHUHPRYHGWRD
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 GHSWKRIIHHWRUWRWKHQDWXUDOPLQHUDOVXEVWUDWHZKLFKHYHU
 LVOHVV
 

$OOPDWHULDOUHPRYHGSXUVXDQWWRWKLVSDUDJUDSKVKDOO

 EHGHSRVLWHGLQDQXSODQGVLWHLQDPDQQHUWKDWZLOOSUHYHQWWKH
 UHLQWURGXFWLRQRIWKHPDWHULDOLQWRZDWHUVLQWKHVWDWHH[FHSW
 ZKHQVSRLOPDWHULDOLVSHUPLWWHGWREHXVHGWRFUHDWHZLOGOLIH
 LVODQGVLQIUHVKZDWHUERGLHVRIWKHVWDWHZKHQDJRYHUQPHQWDO
 HQWLW\LVSHUPLWWHGSXUVXDQWWRVWRFUHDWHVXFKLVODQGV
 DVDSDUWRIDUHVWRUDWLRQRUHQKDQFHPHQWSURMHFW
 

$OODFWLYLWLHVDUHSHUIRUPHGLQDPDQQHUFRQVLVWHQW

 ZLWKVWDWHZDWHUTXDOLW\VWDQGDUGVDQG
 

1RDFWLYLWLHVXQGHUWKLVH[HPSWLRQDUHFRQGXFWHGLQ

 ZHWODQGDUHDVDVGHILQHGLQE\V    
 ZKLFKDUHVXSSRUWHGE\DQDWXUDOVRLODVVKRZQLQDSSOLFDEOH
 8QLWHG6WDWHV'HSDUWPHQWRI$JULFXOWXUHFRXQW\VRLOVXUYH\V
 H[FHSWZKHQDJRYHUQPHQWDOHQWLW\LVSHUPLWWHGSXUVXDQWWRV
 WRFRQGXFWVXFKDFWLYLWLHVDVDSDUWRIDUHVWRUDWLRQRU
 HQKDQFHPHQWSURMHFW
 
 7KHGHSDUWPHQWPD\QRWDGRSWLPSOHPHQWLQJUXOHVIRUWKLV
 SDUDJUDSKQRWZLWKVWDQGLQJDQ\RWKHUSURYLVLRQRIODZ
 

X 1RWZLWKVWDQGLQJDQ\SURYLVLRQWRWKHFRQWUDU\LQWKLV

 VXEVHFWLRQDSHUPLWRURWKHUDXWKRUL]DWLRQXQGHUFKDSWHU
 FKDSWHUFKDSWHURUWKLVFKDSWHULVQRWUHTXLUHGIRUDQ
 LQGLYLGXDOUHVLGHQWLDOSURSHUW\RZQHUIRUWKHUHPRYDORIRUJDQLF
 GHWULWDOPDWHULDOIURPIUHVKZDWHUULYHUVRUODNHVWKDWKDYHD
 QDWXUDOVDQGRUURFN\VXEVWUDWHDQGWKDWDUHQRW$TXDWLF
 3UHVHUYHVRUIRUWKHDVVRFLDWHGUHPRYDODQGUHSODQWLQJRI

3DJHRI
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 DTXDWLFYHJHWDWLRQIRUWKHSXUSRVHRIHQYLURQPHQWDOHQKDQFHPHQW
 SURYLGLQJWKDW
 

1RDFWLYLWLHVXQGHUWKLVH[HPSWLRQDUHFRQGXFWHGLQ

 ZHWODQGDUHDVDVGHILQHGLQE\V    
 ZKLFKDUHVXSSRUWHGE\DQDWXUDOVRLODVVKRZQLQDSSOLFDEOH
 8QLWHG6WDWHV'HSDUWPHQWRI$JULFXOWXUHFRXQW\VRLOVXUYH\V
 

1RILOOLQJRUSHDWPLQLQJLVDOORZHG

 

1RUHPRYDORIQDWLYHZHWODQGWUHHVLQFOXGLQJEXWQRW

 OLPLWHGWRDVKED\F\SUHVVJXPPDSOHRUWXSHORRFFXUV
 

:KHQUHPRYLQJRUJDQLFGHWULWDOPDWHULDOQRSRUWLRQRI

 WKHXQGHUO\LQJQDWXUDOPLQHUDOVXEVWUDWHRUURFN\VXEVWUDWHLV
 UHPRYHG
 

2UJDQLFGHWULWDOPDWHULDODQGSODQWPDWHULDOUHPRYHGLV

 GHSRVLWHGLQDQXSODQGVLWHLQDPDQQHUWKDWZLOOQRWFDXVH
 ZDWHUTXDOLW\YLRODWLRQV
 

$OODFWLYLWLHVDUHFRQGXFWHGLQVXFKDPDQQHUDQGZLWK

 DSSURSULDWHWXUELGLW\FRQWUROVVRDVWRSUHYHQWDQ\ZDWHU
 TXDOLW\YLRODWLRQVRXWVLGHWKHLPPHGLDWHZRUNDUHD
 

5HSODQWLQJZLWKDYDULHW\RIDTXDWLFSODQWVQDWLYHWR

 WKHVWDWHVKDOORFFXULQDPLQLPXPRISHUFHQWRIWKH
 SUHH[LVWLQJYHJHWDWHGDUHDVZKHUHRUJDQLFGHWULWDOPDWHULDOLV
 UHPRYHGH[FHSWIRUDUHDVZKHUHWKHPDWHULDOLVUHPRYHGWREDUH
 URFN\VXEVWUDWHKRZHYHUDQDUHDPD\EHPDLQWDLQHGFOHDURI
 YHJHWDWLRQDVDQDFFHVVFRUULGRU7KHDFFHVVFRUULGRUZLGWKPD\
 QRWH[FHHGSHUFHQWRIWKHSURSHUW\RZQHU VIURQWDJHRU
 IHHWZKLFKHYHULVOHVVDQGPD\EHDVXIILFLHQWOHQJWK
 ZDWHUZDUGWRFUHDWHDFRUULGRUWRDOORZDFFHVVIRUDERDWRU
 VZLPPHUWRUHDFKRSHQZDWHU5HSODQWLQJPXVWEHDWDPLQLPXP

3DJHRI
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 GHQVLW\RIIHHWRQFHQWHUDQGEHFRPSOHWHGZLWKLQGD\V
 DIWHUUHPRYDORIH[LVWLQJDTXDWLFYHJHWDWLRQH[FHSWWKDWXQGHU
 GHZDWHUHGFRQGLWLRQVUHSODQWLQJPXVWEHFRPSOHWHGZLWKLQGD\V
 DIWHUUHIORRGLQJ7KHDUHDWREHUHSODQWHGPXVWH[WHQGZDWHUZDUG
 IURPWKHRUGLQDU\KLJKZDWHUOLQHWRDSRLQWZKHUHQRUPDOZDWHU
 GHSWKZRXOGEHIHHWRUWKHSUHH[LVWLQJYHJHWDWLRQOLQH
 ZKLFKHYHULVOHVV,QGLYLGXDOVDUHUHTXLUHGWRPDNHDUHDVRQDEOH
 HIIRUWWRPDLQWDLQSODQWLQJGHQVLW\IRUDSHULRGRIPRQWKV
 DIWHUUHSODQWLQJLVFRPSOHWHDQGWKHSODQWVLQFOXGLQJ
 QDWXUDOO\UHFUXLWHGQDWLYHDTXDWLFSODQWVPXVWEHDOORZHGWR
 H[SDQGDQGILOOLQWKHUHYHJHWDWLRQDUHD1DWLYHDTXDWLFSODQWV
 WREHXVHGIRUUHYHJHWDWLRQPXVWEHVDOYDJHGIURPWKH
 HQKDQFHPHQWSURMHFWVLWHRUREWDLQHGIURPDQDTXDWLFSODQW
 QXUVHU\UHJXODWHGE\WKH'HSDUWPHQWRI$JULFXOWXUHDQG&RQVXPHU
 6HUYLFHV3ODQWVWKDWDUHQRWQDWLYHWRWKHVWDWHPD\QRWEH
 XVHGIRUUHSODQWLQJ
 

1RDFWLYLW\RFFXUVDQ\IDUWKHUWKDQIHHWZDWHUZDUG

 RIWKHRUGLQDU\KLJKZDWHUOLQHDQGDOODFWLYLWLHVPXVWEH
 GHVLJQHGDQGFRQGXFWHGLQDPDQQHUWKDWZLOOQRWXQUHDVRQDEO\
 UHVWULFWRULQIULQJHXSRQWKHULSDULDQULJKWVRIDGMDFHQWXSODQG
 ULSDULDQRZQHUV
 

7KHSHUVRQVHHNLQJWKLVH[HPSWLRQQRWLILHVWKH

 DSSOLFDEOHGHSDUWPHQWGLVWULFWRIILFHLQZULWLQJDWOHDVW
 GD\VEHIRUHFRPPHQFLQJZRUNDQGDOORZVWKHGHSDUWPHQWWRFRQGXFW
 DSUHFRQVWUXFWLRQVLWHLQVSHFWLRQ1RWLFHPXVWLQFOXGHDQ
 RUJDQLFGHWULWDOPDWHULDOUHPRYDODQGGLVSRVDOSODQDQGLI
 DSSOLFDEOHDYHJHWDWLRQUHPRYDODQGUHYHJHWDWLRQSODQ
 

7KHGHSDUWPHQWLVSURYLGHGZULWWHQFHUWLILFDWLRQRI
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/HJLVODWXUH


 FRPSOLDQFHZLWKWKHWHUPVDQGFRQGLWLRQVRIWKLVSDUDJUDSK
 ZLWKLQGD\VDIWHUFRPSOHWLRQRIDQ\DFWLYLW\RFFXUULQJXQGHU
 WKLVH[HPSWLRQ
 

6HFWLRQ6XEVHFWLRQ  RIVHFWLRQ)ORULGD

 6WDWXWHVLVDPHQGHGWRUHDG
 
 

'HILQLWLRQV²$VXVHGLQWKLVDFW
 ([FDYDWHRUH[FDYDWLRQPHDQVDQ\PDQPDGHFXW

 FDYLW\WUHQFKRUGHSUHVVLRQLQWKHHDUWK VVXUIDFHIRUPHGE\
 UHPRYDORIHDUWKLQWHQGHGWRFKDQJHWKHJUDGHRUOHYHORIODQG
 RULQWHQGHGWRSHQHWUDWHRUGLVWXUEWKHVXUIDFHRIWKHHDUWK
 LQFOXGLQJODQGEHQHDWKWKHZDWHUVRIWKHVWDWHDVGHILQHGLQV
     DQGWKHWHUPLQFOXGHVSLSHEXUVWLQJDQG
 GLUHFWLRQDOGULOOLQJRUERULQJIURPRQHSRLQWWRDQRWKHUSRLQW
 EHQHDWKWKHVXUIDFHRIWKHHDUWKRURWKHUWUHQFKOHVV
 WHFKQRORJLHV
 

6HFWLRQ7KLVDFWVKDOOWDNHHIIHFW-XO\
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