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EXECUTIVE SUMMARY
This document is intended to develop further the ideas set out in Abbeyfield
Scotland’s previous Strategic Planning submissions and associated ‘2020 Vision’
(Appendix 1). Recently, Abbeyfield Scotland Limited (ASL) has established a
subsidiary (Crandeen) to deliver high quality services to support retention of
independence by those who might otherwise require formal care provision. The
establishment of Crandeen was informed by analysis of demographics and national
policy, and an offer of Companionship Services and private tenancies has been
made in Aberdeen.
More generally, ASL faces challenges of rapidly deteriorating stock, reduced demand
for communal property-based services and increasingly discerning customer groups.
While the quality of service remains high and well regarded by customers the board
has recognised the challenges of deteriorating assets, shifting customer
expectations, national policy direction moving away from property-based services.
To address these challenges, the board have explored the potential for service
delivery via alternative models, retaining the ethos which underpins Abbeyfield.
While considering future options:








The board continues to lead and direct the organisation to achieve good
outcomes for customers, e.g. by increasing services in their own homes.
The organisation remains open and accountable about what it does, it
understands and takes account of the changing needs and priorities of its
customers.
The organisation, like any other viable business, manages its resources to
ensure financial wellbeing and economic effectiveness.
The board bases its decisions on robust and validated information and advice
and identifies and mitigates risks to the organisations purpose and ethos
The organisation continues to conduct its affairs with honesty and integrity
The board and senior officers have the skills and knowledge they need to be
effective

In addressing the challenges set out here, ASL will maintain protection for customers
(including residents), via several regulatory frameworks, including those managed via
OSCR, the Care Inspectorate, the FCA, Health & Safety legislation and the
protection inherent in new private residential tenancies (e.g. gas safety, energy
efficiency and landlords responsibilities)
In short, ASL needs to establish a modular, flexible approach to management of the
organisation, and release some of the constraints currently faced by ASL to provide
the flexibility needed to develop sustainable services in line with changing demand.
The material presented here updates the strategic context and outlines a plan for this
work.
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Further to appraisal of available options (Appendix 3) and independent evaluation
(Appendix 5), the Board’s strategic vision is to transform ASL’s offering in order to
pursue new business via socially- and policy- validated models, pursuing a
programme of change which in outline will:



Examine the value of regulation, from both ASL and SHR’s perspectives
Develop a detailed action plan to:
o Manage transition of tenancies to Private Residential Tenancies
o Establish a modular approach to service management, to support future
flexibility and devise appropriate future management structures.
o Consider implications of change in relation to financial constraints and
HAG funds
o Pursue establishment of a Charitable Trust to protect the resources of
ASL in line with its charitable objects. The role of the trust is to
perpetuate the ‘golden thread’ throughout ASL’s future service offers.
o Ensure an organisational structure with sufficient flexibility to meet
changing policy and demographic needs is developed.
o Appraise options for succession to recently vacated CEO role and wiser
organisational structure, in light of the changes described here
o Ratify a long-term asset strategy informed by considerable work to date
o Review stock appraisal and target closure/disposals accordingly
o Utilise the knowledge and experience gained by ASL to support a
modern and dynamic service in communities to replicate the benefits of
the ASL ethos.
o Ensure protection for residents throughout the transition and for as long
as they need it.
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1 INTRODUCTION
1.1 Situation
Abbeyfield Scotland Limited’s (ASL’s) supported independent living model is based
around choice and personalisation and we believe that providing safe and secure
spaces, homely settings and opportunities for social connection are essential to the
development of resilience to loneliness and its effects.
Recent expansion in Aberdeen (via Crandeen) includes investment in property for
market rental and a new tailored service-and-support programme designed to meet
the companionship needs of older people remaining in the community. High quality
two-bedroom bungalows are offered for private rental and provide flexibility, easy
access, and contemporary design to suit the needs of older people including a
support service. Companionship service with varying degrees of input support
customers to remain independent from formal care arrangements. Analysis on
behalf of the ASL board indicates greater benefit arising from these flexible services
than is achievable within the deteriorating assets of ASL.

1.2 Background
Abbeyfield Scotland Limited (ASL) was formed in 2008, although the history of the
Abbeyfield movement is much longer. Registered as a Charity, a social landlord and
with the Care Inspectorate for the provision of housing support services, we have
operated throughout Scotland. More recently, planned stock reduction has focussed
ASL’s services on 16 properties.
The Board has recently been strengthened by targeted recruitment of board
members with strategic, business, and financial skills. Recent developments in the
Board’s strategy have focussed on the need to ensure a sustainable future for the
organisation, considering shifting demographics and significant financial challenges.
In addition, the introduction of additional choice in the way care services are
managed presents several opportunities.
The ethos underpinning future development will remain based on companionship,
company, and mutual support, aimed at enabling residents to achieve the best
quality of life commensurate with their personal circumstances. This ethos is
recognised in ASL’s charitable registration “to provide for the relief of those in need
by reason of age, ill-health, disability, financial hardship or other disadvantage
through the provision, construction, improvement and management of land and
accommodation and the provision of care”.

1.3 Assessment
For ASL to undertake a wider range of housing products and services in support of
the ongoing regeneration of the business, careful management of existing assets is
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needed. This will ensure that current residents continue to be supported, as well as
exploring wider options to reduce voids and gain best advantage from current assets.
However, key points for consideration remain, these can be summarised as relating
to good service in crumbling properties. The future of ASL as a business relies on
understanding how best to manage a transition focussed on these high standards of
service delivery in order to support the changing needs and demands of customers.
Although ASL’s financial position is strong (the organisation holds investments, but
no debt or loans) the viability of current housing model is possible only if investment
is made in properties. The return on this investment is questionable – consideration
of the cost of bringing aging property up to appropriate standards raises questions
about the break-even point of individual houses (particularly in light of high voids,
increasing customer needs, benefits capping, and general maintenance costs). This
assumes isolation from head office costs (but our experience shows that solo
properties are not saleable).
Our customers’ demands are changing, both as a reflection of age and needs
changing (increasing multiple needs, frailty, and dementia related safety issues) and
in relation to expectations of customers and their families. Our work on consultation
and tenant participation is strong and indicates a disparity between the high value our
customers place on quality of service, and their perceptions of the physical
environment within ASL’s properties.

1.4 Recommendations
Transform ASL’s offering in order to pursue new business via socially and policy validated model, pursuing a programme of change which in outline will consider:










Examine the value of regulation, from both ASL and SHR’s perspectives
Establish a modular approach to service management, to support future
flexibility and devise appropriate future management structures.
Consider implications of change in relation to financial constraints and HAG
funds
Pursue establishment of a Charitable Trust to protect the resources of ASL in
line with its charitable objects. The role of the trust is to perpetuate the
‘golden thread’ throughout ASL’s future service offers.
Ensure an organisational structure with sufficient flexibility to meet changing
policy and demographic needs is developed.
Appraise options for succession to recently vacated CEO role and wiser
organisational structure, in light of the changes described here
Utilise the knowledge and experience gained by ASL to support a modern and
dynamic service in communities to replicate the benefits of the ASL ethos.
Ensure protection for current residents throughout the transition and for as
long as they need it.
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2 STRATEGIC CONTEXT
2.1 Abbeyfield’s Strategy
Previous iterations of ASL’s business plan have addressed corporate priorities and
sets out how we will continue to provide outstanding customer satisfaction, ensure
ongoing business vitality, and examine options for sustainable growth. While
decisions remain based on the central vision and principles of ASL as a provider of
well-managed housing and associated services, the mechanisms we use to do so
are changing from an offer based on supported housing to a more flexible approach
that offers high quality housing with provision or related services to residents and the
wider community.
In the 2017 business plan, our priorities were structured as illustrated below.

These priorities remain valid, although the context in which they are delivered is
changing. To remain viable, ASL must demonstrate adaptability to these changing
circumstances through the natural; evolution of the business.
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2.2 Contextual Pressures
Direct feedback and wider research indicates that customers’ expectations are
changing, against a backdrop of (now well established) policy to remain at home (see
below). The pressures perceived by ASL can be grouped into five broad themes.
Individually and collectively, these indicate a need to examine models of service that
support future demand and address the shortcomings of existing offer.
Residents
While there is a clear commitment to support and protect our current residents in their
current homes for as long as they wish to remain, the age profile of residents
suggests that the ASL model will face increasing challenges as tenancies end.
Recent pressures, for example in increasingly difficult voids management is
illustrative of the difficulty in maintaining a viable offer. The age profile and
increasing needs of current residents is not illustrative of sustainable demand for
property-based services.
Assets
As noted previously, many of ASL’s properties are a burden (Appendix 2 details
stock condition and assessment). Their continued fitness for purpose is questionable
(many lack lifts, en suites, or are not energy efficient) and feedback from potential
customers confirms that the age and quality of the properties contributes to the voids
position.
Previous experience of house closure evidenced no demand for ASL’s style of
property in the wider market either from other RSLs (16 out of 17 disposals
generated no interest from other RSLs), or from developers. Notably, in the 17th
case, no viable business plan could be devised for continued operation.
The market value of ASLs assets are linked to the future financial position of the
organisation. Previous discussions with Scottish Government, Communities
Scotland have indicated that reinvestment of proceeds from sale including Housing
Association Grant funding is appropriate in the case of stock disposals.
Policy
As described in more detail below, Health and Care policy presents increasing focus
on care in people’s own homes and focus on preventative early interventions.
Outcomes relate to improved resilience of communities, wellbeing, avoidance of
formal service etc. and are, we believe, better served by flexible services than by
reliance on fixed points of delivery.
However, it should be noted that ASL does not fit well within the standard policy
definitions of a registered social landlord. This is evidenced by the lack of
comparator organisations during completion of the Annual Return on the Charter,
and the absence of e.g. arrears, estates management, etc.
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Finance
ASL has found that comparisons of pricing structures for a combined service and
support charge are confounded by the lack of suitable benchmarking mechanisms for
similar organisations. In relation to charges, three main risks affect the continued
management of the current model: the appetite for combined rent and service
charges rent for in relation to the level of accommodation provided (e.g. in
comparison to residential care or private rental), and the potential effects of future
benefit capping on affordability of rental and service charges, increasing needs
leading to escalating service costs.
The ASL board has taken care to consider investment options in detail and at length.
ASL is fortunate to hold a strong current position (i.e. debt free and holding reserves
and investments) but this position is inevitably diminished by an operating deficit.
Conversely, significant investment is required to improve and sustain the current
properties, this needs to be balanced with the future appeal of the model of service
available and the potential for greater societal gains to be had from alternative
delivery models.
The Board’s approach to stock disposals and reinvestment of the proceeds were set
out the Business Plan approved by Communities Scotland in agreeing to merger that
created ASL in 2008, and iterations of the strategy shared with SHR thereafter.
Scottish Government has confirmed that reinvestment (including that of Housing
Association Grant monies) remains appropriate to meeting the aims of the
organisation as set out in the strategy.
Service
Our residents advise us that they are happy with the services we provide. 91.8%
said they were satisfied with the overall service provided, compared to the Scottish
average of 88.1%. ASL has previously commissioned further analysis which
identified a demand for superior services, faster responses, and value for money.
When surveying current residents’ families, they found:


the reasons for choosing Abbeyfield included location, quality of
services and level of support offered;



choice of home is based on the type and size, condition, and quality of
property,

Our investment and focus on the services provided to customers is central to the
ethos behind ASL, and a source of much effort and pride from our staff. Recent
assessment by the Care Inspectorate recognised that our Care and Support
functions as ‘Very Good’ demonstrating how well the service meets the needs of
each person who uses it. This commitment to our customers is vital to ASL’s future,
hence the value placed in the customer led service offer, and introduction of flexibility
(via Crandeen) to meet future demand.
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2.3 National Policy
Welfare Reform Act 2012
The Welfare Reform Act 2012 includes:




The phased introduction of Universal Credit – a new integrated, working-age
benefit which will (when fully implemented) replace six existing means-tested
benefits (Income-based JSA, Income-related ESA, Income Support (IS),
Working Tax Credit (WTC), Child Tax Credit (CTC) and Housing Benefit (HB);
and
The phased replacement of Disability Living Allowance (DLA) with the
Personal Independence Payment (PIP) for working-age adults. Central to the
PIP system is a change to eligibility for the benefit with tighter criteria backed
by ‘descriptors’ and a points-based approach to entitlement. An assessment
for the benefit by an independent healthcare provider is a critical aspect of the
system.

Self-Directed Support
Self-Directed Support (SDS) is the principle that people have informed choice about
the way that their social care and support is provided to them. The policy aims to
ensure that people who need support have more control over how their support
needs are met, and how their support is provided so that better outcomes are
achieved, and people are enabled to live as full a life as possible. In this regard SDS
is underpinned by the core principles of personalisation (people and families having
choice and the ability to shape and control the public services they require) and coproduction (equal and collaborative relationships between people, professionals, and
communities).
The Social Care (Self Directed Support) (Scotland) Act 2013 gives people greater
control over the provision of their care and support needs and enables them to take
as much control as they want of their individual budget. The Act requires local
authorities to offer people four choices on how they can manage their care and
support arrangements:







Option 1 - Direct Payment (DP) which the person receives is used to budget
for and purchase agreed support;
Option 2 - The money is held by the Local Authority or a third party, but the
person still decides how the money is spent and organises it (with support to
do this if required);
Option 3 – The Local Authority organises and purchases the services the
person wants; and
Option 4 – A mixture of these options.
The Act also contains duties on local authorities to give information to help
individuals in receipt of care packages to make an informed choice.
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Achieving Sustainable Quality in Scotland Healthcare – a 20:20 Vision
The Scottish Government's ‘2020 Vision’ is that by 2020 everyone is able to live
longer healthier lives at home, or in a homely setting and, that we will have a
healthcare system where:






We have integrated health and social care;
There is a focus on prevention, anticipation and supported self-management;
When hospital treatment is required, and cannot be provided in a community
setting, day treatment will be the norm;
Whatever the setting, care will be provided to the highest standards of quality
and safety, with the person at the centre of all decisions; and
There will be a focus on ensuring that people get back into their home or
community environment as soon as appropriate, with minimal risk of readmission.

Health and Social Care Integration
The Public Bodies (Joint Working) (Scotland) Act 2014 set out the legislative
requirements for health and social care integration. The overall aim is to improve the
outcomes of people who use support and services by integrating health and social
care in Scotland, underpinned by national health and wellbeing outcomes. By
focusing on outcomes, integration aims to maximise the impact of the opportunity to
shift the focus of performance improvement onto the achievement of individual
personal outcomes for those receiving support, and their carers. Note that
integration in this context refers to a wider range of agencies than those providing
statutory provision.
National Health and Wellbeing Outcomes
The National Health and Wellbeing Outcomes provide a strategic framework for the
planning and delivery of health and social care services. This suite of nine national
health and wellbeing outcomes focus on improving the experiences and quality of
services for people using integrated health and social care services, carers, and their
families. These outcomes focus on improving how services are provided, as well as,
the difference that integrated health and social care services should make, for
individuals.
Scotland’s National Dementia Strategy (2017-2020)
The National Dementia Strategy 2017-2020 sets out a vision for people with
dementia and their carers have timely access to skilled and well coordinate support
that extends from diagnosis to the end of life and supports the achievement of
outcomes that matter to them. Further to previous national strategies (which
addressed timely diagnosis, quality of care, and post diagnostic support and
integrated care) the current strategy focusses on quality of care throughout the life of
people with dementia and their carers. It notes that in general, people are living
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longer, and as consequence are more likely to require support for complex needs or
multiple conditions.
The National Strategy identifies three main challenges:




Continued need for flexible, person centred support for people living with
dementia, available consistently across a range of settings
A requirement for further improvement in the provision of support provided
shortly after diagnosis
An increasing proportion of people developing dementia in later life, in addition
to wider needs associated with old age

The National Strategy sets out key outcomes, which are supported by a series of 21
commitments. In summary the key outcomes address the desire for:








Better control for those with dementia over their care planning
Access to good post diagnostic support for more people
Support to live in a homely setting
Timely access to good palliative and end of life care
Better recognition of the contributions and needs of carers
Consistent access to good and dignified care and treatment
More dementia-friendly and dementia-enabled communities

Prevention and Early Intervention Frameworks
Many Health and Care Partnerships set out ambitions for a decisive shift towards
prevention and early intervention services with the aims of promoting positive
outcomes and life chances for people, tackling inequalities in our society, and
creating savings in high cost, reactive and resource intensive services by intervening
earlier to prevent issues arising in the first place, or where the problem is not
preventable, to reduce cost and the need for intervention.
These approaches recognise that health inequalities are the result of wider
inequalities such as poverty and income and that priority should be given to
addressing the upstream fundamental causes of these inequalities, including
environmental factors such as housing and education over the downstream
consequences such as smoking and alcohol abuse. There is also an economic case
for prevention and early intervention in areas amenable to prevention i.e. long-term
conditions in older people, early years, alcohol and drugs and crime and anti-social
behaviour.
For example, drivers to promoting a more equal and fair society in one Partnership,
and tackling inequalities, include:


Embedding prevention and early intervention approaches across all relevant
service areas and, in conjunction with our communities, to try to prevent
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negative outcomes and at the same time reduce the need for the intervention
of public services:
Adopting a more localised planning approach through agreed localities and
neighbourhoods. This will ensure that the people who live in our communities
are not only part of the strategic service planning processes but also have the
opportunity, where appropriate, to participate in the achievement of outcomes:
Working collectively on improving living and working conditions which impact
on outcomes for individuals: and
Lobbying / advocating for change around the fundamental causes of
inequality.

The Energy Efficiency Standard for Social Housing (EESSH)
The Energy Efficiency Standard for Social Housing (EESSH) aims to improve the
energy efficiency of social housing in Scotland. It is intended to reduce energy
consumption and contribute to reducing carbon emissions by 42% by 2020, and 80%
by 2050, in line with the requirements set out in the Climate Change (Scotland) Act
2009.
The EESSH guidelines recommend a series of interventions which can be made to
improve the energy efficiency of a building, ranging from insulation in walls and loft to
the choice of fuels and efficient systems for heating. The methodology associated
with the standards treats traditionally constructed buildings in the same way as other
buildings. Although noting that traditional construction is particularly hard to treat, the
methodology does not allow for building specific construction data to be factored into
assessments. In short, the EESSH methodology assumes that most social housing
can be brought up to the 2020 target by installing reasonable measures.
The Scottish Housing Charter revised in 2017 incorporated these requirements such
that: “Social landlords manage their businesses so that tenants' homes, as a
minimum, meet the Scottish Housing Quality Standard (SHQS) when they are
allocated; are always clean, tidy and in a good state of repair; and also meet the
Energy Efficiency Standard for Social Housing (EESSH) by 31 December 2020.”
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3 FUTURE DEVELOPMENTS
As described above, the case for changing mechanisms of service delivery set in the
context of three major themes, each of which is changing: policy, financial
circumstances, and operational (residents, services, assets) imperatives for change.
Within this context, the rationale for change endorsed by the board remains largely
as described in previous strategies, and our ‘2020 Vison’, although the detail of
proposed approaches is updated to reflect changing circumstances.
When writing ASL’s previous strategy a series of objectives were set out with
reference to our knowledge and understanding of the commercial and social context
in which ASL was operating at the time. It was noted in the 2020 Vision document
that they were subject to review may be amended to reflect relevant changes within
ASL or in response to external stimuli.


Provide high quality homes for rent within our areas of operation;



Contribute to sustaining residents through direct support and brokerage
of services;



Contribute to the sustainable development of the area through the
design and standards of our properties;



Manage our stock efficiently, effectively and to high standards for the
comfort, safety, and benefit of our residents and for the well-being of
their community;



Contribute to the development of wider communities by providing
support and other opportunities for local people to meet their nonhousing needs;



Maintain high standards of governance and business effectiveness
through scrutiny and due diligence by the Board, etc.;



Establish a new build development programme ensuring it is delivered
on time and within budget and identify new opportunities to take full
advantage of available funding;



Ensure appropriate mechanisms are in place to minimise the risk of
voids accumulating;



Continue to deliver services that are aligned to the principles of the
Abbeyfield movement.

Recent experience, especially in the launch of Crandeen’s retirement housing and
companionship offer provides the board with confidence in their focus on reforming
the ‘care options’ and extending the ‘outreach’ themes described previously.
When considering the case for change, the board has taken care to ensure that the
principles of the ‘Abbeyfield experience’ are maintained.
Page 14 of 29
Last Saved: 29/06/2018

Abbeyfield Scotland Business Strategy

Version <1.0>

The Abbeyfield Experience - Product and Market
We offer a range of:


support and care services of the highest standard



attractive, high quality rented accommodation

We serve older people who are looking for:


high quality living, designed around their priorities



help or support to meet their changing needs

Underpinned by Abbeyfield values and guiding principles, we offer a
distinctive, competitive range of personal support and care services which
ensure:


secure, independent living



choice and personalisation



access to a supportive community, close to home

The Abbeyfield Experience - Business Principles
To sustain our product offering, we are transforming our business:


financial prudence - we ensure our cash flow will always meet
immediate needs and that our cash reserves are sufficient to invest in
new services and developments



trading - through strong action on voids, overheads, and charges, we
will achieve and maintain an operating surplus of 5% from 2018/19 on



investment - we take a long-term approach to our investment in staff,
services, and property



procurement - we procure services and property through the most
advantageous mix of leasing, development, partnering and funding



learning and innovation - as an organisation, we seek new
approaches that work, and continuous improvement in all that we do



service quality - we manage our customer expectations and seek to
exceed them



we have the right people - we recruit people for service and train them
for excellence



integrity and resilience - we build on our charitable and regulatory
status, keeping faith with our stakeholders and suppliers, and building
relationships that will support us to withstand and respond to step
changes and shocks within our operating environment.
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These principles provide clear reference points for the evaluation of options.
Appendix 3 summarises options appraisal and financial evaluation activity that the
Board have undertaken to determine their preferred course of action to ensure
Abbeyfield remains relevant to the current and future needs of those who might
benefit most from our support.

3.1 Planning Considerations
Stock Condition and investment considerations
Recently JMP Construction and Property Consultants undertook a stock condition
survey on behalf of ASL, examining in detail the immediate and long-term investment
needs in ASL’s housing stock. Details are provided at Appendix 2. These confirm
the opinion of many of ASL’s assets becoming a burden either during, or shortly after
the lifetime of the current strategic cycle (as described in previous iterations of the
strategic plan. Consequently, the board have given careful consideration to
investment decisions and the likely future viability of these assets.
House by house analysis conducted by ASL relates the indicated investment
required to potential impact on voids, and in turn, future financial viability on a house
by house basis, against the current trend of stability in take up of available tenancies.
While the picture varies between properties (this is considered further below), a
general theme is that the low demand for tenancies within large single dwellings with
communal facilities does not warrant the degree of investment required to bring the
properties up to a desirable standard – the nature of the stock simply does not lend
itself to customer expectations and requirements in the medium to long term.
Disposal procedures
In relation to stock considerations, ASL has in place a robust and well tested
consultation and closure procedure that would be applied in the event of any future
disposals. This process has been used to good effect in the management of recent
house closures, and management of moves for vulnerable residents, for instance
rehousing a 101-year-old resident, who is still living with us. ASL’s experience of
applying these approaches arises in part due to the lack of demand for properties
within ASL by other social landlords or care providers. As noted above (Section 2.2)
in past disposals, there has been no viable interest in taking on properties as a going
concern.
Strengthened Board
The composition of ASL’s Board is very different from the nominated representatives
of individual societies that arose from the process of integration in 2008. Strategic
appointments to the Board of ASL and its subsidiary illustrate the value placed upon
effective strategic oversight of the organisation, and the need to develop and
implement appropriate responses to the challenges faced by ASL. Through frequent
and regular meetings supplemented by development activity, the strengthened Board
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has developed a clear sense of direction for ASL, recognising that although passion
for the Abbeyfield ethos is important, there is a need a board containing members
with the experience, skills and insights that are aligned with strategic goals.
Recently, using a proactive recruitment strategy, ASL (and its advisors) have
identified the characteristics sought in new board members, and has recruited and
trained individuals who met these requirements using a skills matrix approach to
ensure an appropriate mix and support collaboration without excessive overlap. As a
consequence, ASL has improved the capacity of the board to address: the complex
issues facing the organisation; the trusting relationships between board and
executive; effective self-analysis and evaluation of future opportunity; open dialogue
in relation to risk management and future opportunities; succession planning
throughout the organisation, and; effective financial control and governance.
Managing a business in transition
While the ASL Board recognise that the recent change in senior management of the
organisation is a notifiable event to the Scottish Housing Regulator, there is a need to
establish and make progress in a clear direction through the enactment of plans set
out below, before commencing recruitment. Meanwhile, avoidance of interim costs is
supported by the able and experienced staff occupying interim roles, who bring the
benefit of considerable understanding of the organisation and its recent development
journey. In light of the developments discussed elsewhere in this strategy, a like for
like replacement is not appropriate. An independent appraisal of future staffing
options has been conducted and is under separate cover.
Constitutional Change (de registration)
In the activities described below, there is a shift away from a typical ‘housing
association’ model to focus on the core business of caring for individuals who need
support. In its deliberations, the ASL Board is mindful that as an RSL they face the
impact of operating an outdated model, and the subsidiary providing services that are
not regulated by SHR. Recent discussions with representatives of the SHR indicate
a shared view that the relationship between ASL and the regulator is atypical – as is
the model of service delivery that is currently in place. With reference to the criteria
for deregistration set out by the regulator, ASL’s view is that:
It does not own or manage any houses which are or will be used for the purposes of
social renting.
Like the regulator, our primary concern is to safeguard and promote the
interests of the customers of our services. As part of the changing model of
provision described in this and previous strategic documents, the sustainability
of these services are not best served by the continuation of the ‘traditional’
Abbeyfield model in a distributed organisation, which is itself atypical of social
landlords. Therefore, our intention is to maximise the quality and

Page 17 of 29
Last Saved: 29/06/2018

Version <1.0>

Abbeyfield Scotland Business Strategy

responsiveness of service provision in ways that better meet customer
demands and national policy objectives, moving further away from the social
landlord model in the process.
The RSL’s de-registration does not materially affect the interests of its tenants.
The Board recognises that the that future model is likely to incorporate
services that are outside the remit of the housing regulator, but that protection
for those receiving services is ensured through regulatory oversight from the
Care Inspectorate, OSCR and others. We recognise that in the wider context
of social tenancies that the tenants’ status is material. However, in the context
of ASL’s services, the overriding interests of customers relate to provisions
managed outwith the auspices of SHR. In addition, the view of the Board is
that the protections afforded to tenants via the recently-introduced Scottish
Private Residential tenancy are equivalent to those of a social tenant but will
provide those affected with independent advice before they are consulted.
All borrowings have been repaid or the consent of the lender to de-register has been
obtained.
ASL does not hold any loans or borrowings. There are no lenders from whom
to seek consent.
Any public funding has been repaid or an agreement has been obtained from the
funding body that no payment is required.
ASL has secured agreement previously that “To ensure the viability of
Abbeyfield Scotland, it is recognised that a key element of the business plan –
which was scrutinised and approved by Communities Scotland – was the
reinvestment of the full amount of assumed receipts of £5.5 million from the
closure and sale of unviable houses in the fabric of the remaining core stock.”
The applicant has consulted the relevant local authorities in their capacity as
strategic housing authorities.
The Board’s view is that ASL no longer provides, in its current form, a
sustainable role within the existing social landlord network in Scotland. With
this (and the very small numbers affected in each local authority area, in mind
it is anticipated that this consultation would be supportive, or at least neutral in
terms of impact on local authorities in this capacity.
HAG guidance
As noted above, the position in relation to previous Housing Association Grant
monies provided to the individual societies, pre-merger, has been clarified with
representatives of Scottish Government. This indicated that monies arising disposal
of unviable houses remains available to ASL for reinvestment to ensure the viability
of the organisation.
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ASL’s intention is to establish a trust which will perpetuate the charitable objects
defined in relation to OSCR registration. This trust will serve as the vehicle by which
reinvestment for future viability will be secured and governed. It provides means for
the resources of ASL to be used to perpetuate the legacy established by ASL, in
ways that are more flexible than are currently possible. For example, it is expected
that the trust will focus on the benefits of effective support to older people in the
communities supported by ASL, protect the conditions of bequests, providing more
agile approaches to meeting emerging needs, and underpinning the continuation of
the ASL ethos.

3.2 Evaluating Options
Previous options appraisal work led to the establishment of Crandeen, and the
beginnings of the modular approach as set out in the strategy and 2020 vision
submitted to SHR previously. The work described here is a continuation of that
journey and is consistent with the direction of travel established then.
While the aims of ASL remain consistent with the principles set out by SHR, there is
decreasing alignment between the organisation and the particular regulatory
framework operated by SHR. As described above, the Board’s view is that the
current tenants will benefit from considerable protection arising from a number of
regulatory frameworks, these include those managed via OSCR, the Care
Inspectorate, the FCA, Health & Safety legislation and the protection inherent in new
private residential tenancies (e.g. gas safety, energy efficiency and landlords
responsibilities). In addition, these frameworks provide more appropriate
arrangements with which to safeguard the needs of future customers of ASL in light
of the focus on the principles described above.
Detailed options appraisal activity has evaluated the relative merits and
consequences of pursing several possible courses of action, including:
1. Establishment of a modular management model across the existing
organisation, to form a group model and diversify to protect against risk
2. Seek partnership with an existing (larger) registered social landlord and
develop a group structure with them
3. Continue as an RSL providing supported housing
4. Disposal of assets to other RSLs
5. Merger with other small entities to create more cost-effective business models
capable of operating in scale
An outline of the appraisal of these options is provided at Appendix 3.
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3.3 The Preferred Model
The Board of ASL has invested considerable effort and resources in ensuring it is
well informed and equipped to determine and ensure a sustainable future for the
organisation. This includes detailed consideration of evidence and support from
independent advisors in relation to care planning, financial management, housing
management, strategic development, capacity planning and demographic forecasting
in addition to more operational support in relation to legal, health and safety and
policy development.
Recent appointments to the board of ASL and it subsidiary have strengthened the
capacity of both organisations and improved the management of both shared
interests and the separation of duties between organisational structures. The boards
of both organisations provide considerable strength and probity across a range of
specialisms, evidenced and deployed collectively via recent strategic development
activity that has led to the development of this, and the previous iteration of the
strategy.
The material below outlines the key themes considered by the ASL Board in the
development of its strategic plans.
Rationale and themes for future models
Safeguarding and protecting future residents:
Safeguarding existing and protecting future customers of ASLs service underpins all
the proposals considered by the board. In considering the protection of residents of
existing properties, ASL has reflected on the success of previous consolidation
activity, and the protections that will be put in place in future. It is noted, however
that the aging profile of current residents, the increasing speed of turnover of
tenancies, and consequent increase in voids collectively place pressure on the
current financial status of the organisation. Limitations of current stock holdings do
not meet the requirements of people with disabilities that affect their mobility, or, in
many cases the increasingly frail elderly customers ASL supports. In short,
maintenance of the status quo does not offer best protection for residents’ interests
and needs.
Modular approach:
The essence of our future approach is encapsulated in a transition to mode modular
approach for the organisation, both in terms of delivery and in management. This is
reflective partly in previous management arrangements for houses in regional
groups, and the establishment of an arm’s length subsidiary for the delivery of some
services. One logical outcome of this is an extension of the approaches introduced
previously (illustrated in concept below). Some examples of the emerging
opportunities arising from the modular approach are set out below.

Page 20 of 29
Last Saved: 29/06/2018

Version <1.0>

Abbeyfield Scotland Business Strategy

Charitable Trust

Abbeyfield Care
Options

Property Services

Outreach Services

Region A

Countesswells

Crandeen

Region B

e.g. Dumfries

e.g. Aberdeenshire

Region C

e.g. Berwick

e.g. Dumfries

Region D
Diversification of
Approach

The Trust:
Board discussions at strategic development sessions have reflected a consistent
desire to maintain the ethos, morality, and reputation of ASL in respect of high quality
caring services. It is intended that this be safeguarded via the establishment of a
charitable trust, to ensure appropriate governance in relation to the legacy of ASL
and provide for community benefits and agility in relation to reinvestment.
The purpose of the Trust will be to ensure that resources are governed in ways that
perpetuate the charitable objects of ASL: to provide for the relief of those in need by
reason of age, ill-health, disability, financial hardship or other disadvantage.
Increasingly, the Scottish policy context is such that this relief is focussed on the
provision of services and support to retain independence, but this will be balanced
with effective use of the remaining viable property resources as set out below.
Crandeen:
Crandeen’s Business Strategy was approved by the ASL board in November 2017.
It set out the themes of Retirement Living (i.e. provision of high standard
accommodation) and the provision of extended support via Outreach Services to
complement management of existing Abbeyfield assets. At the time, these were
described as:
Property Services: Following detailed consideration of product, market
capacity, and strategy board has elected to pursue a deal to provide new
housing of a very high standard in the Countesswells, Aberdeen area, as its
first development.
Outreach Services: We will complement the offer of high quality housing with
the provision of extended services addressing the support required as
customers progress into old age. These services grow with the client,
providing a graduated approach from low level supports, via housing support
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style services to extra care services and brokerage of specialist provision.
These services will be offered, in the first instance, on an outreach basis to
the community of Countesswells, thereafter in surrounding areas, and beyond.
Intermediate Care Services:
One property (in Central Scotland) has a particularly high turnover of residents, and a
greater than average proportion of housing benefit recipients amongst its tenants.
The demographics of the catchment area suggest a shorter than average life
expectancy, and greater than average health and social care needs meaning voids
arise as a consequence of residents moving to more intensive provision in statutory
services. Discussions with commissioners to date have indicated an appetite for
development of this service into an intermediate care provision (regulated by the care
inspectorate, with short term stays rather than tenancies). In practice this might well
mean that customers are supported at a time of reducing need, rather than the
current arrangements where they leave the property as needs escalate.
To facilitate this arrangement, early consideration of asset and service management
arrangements suggest that provision of intermediate care (sometimes known as step
up/step down) would be better operated as a care service than a housing service.
This is consistent with the underpinning ethos of ASL in terms of ‘alleviation of need’
and addresses directly local and national policy ambitions.
Dumfries and Galloway:
Continuing the modular theme, evidence of demand in Dumfries and Galloway
properties remains strong, with early demographic analysis indicating a population
likely to benefit from an enduring presence and extension to outreach services.
Continuing the evidence-based approach used in the establishment of Crandeen,
further work will quantify demand, with current indications suggesting that a selfcontained management team may be appropriate for the area. The viability of the
area in isolation is clear from current financial returns, but contributions to central
costs undermine the long-term future of these properties when viewed as part of the
group structure. By introducing a modular approach (and decreasing the pressure
exerted by head office costs) sustainability of service is protected.
Aberdeenshire:
Similarly, demand in Aberdeenshire is reflective of a population likely to benefit from
extension to outreach services. Continuing the success of introducing Crandeen’s
outreach services to the local market, further work will extend provision of services
via key locations in the Aberdeenshire area, using these as centres of provision for
both residential- and outreach based- services. The viability of Aberdeenshire is
underpinned by demographic projections and the demand for existing services. Like
the example above, sustainability of service is protected by introducing flexibility of
operation and local management, shared with Crandeen.
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Regeneration:
Gardeners understand the principles of regenerative pruning, to encourage vigorous
new growth. The properties in some northern areas suffer from limited demand, and
high management costs, largely associated with their remote nature. Work to
consolidate costs and manage vacancies (voids) among this group of properties is
being explored, although the long-term viability of these services is affected by the
work required to maintain and manage the properties in the longer term. Limited
demand for existing services, and the lack of sufficient anticipated demand for
outreach services suggest limited viability in the longer term. The modular approach
allows for reshaping of the organisation and facilitates future options for development
of the sites.
Future Considerations:
In addition to the established themes above, consideration is being given to possible
options for different service to be offered in some properties, based around services
for Learning Disability or Physical Disability. While this requires much more detailed
consideration than is appropriate here, the example of diversification is relevant to
the existing strategy, ethos of ASL and the need for transformation to introduce
sustainability in the organisation as a whole.
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4 OUTLINE PLAN FOR CHANGE
4.1 Outline Programme
The Board’s strategic vision is to transform ASL’s offering in order to pursue new
business via socially- and policy- validated models, pursuing a programme of change
which in outline will:













Examine the value of regulation, from both ASL and SHR’s perspectives
Manage transition of tenancies to Private Residential Tenancies
Establish a modular approach to service management, to support future
flexibility and devise appropriate future management structures.
Consider implications of change in relation to financial constraints and HAG
funds
Pursue establishment of a Charitable Trust to protect the resources of ASL in
line with its charitable objects. The role of the trust is to perpetuate the
‘golden thread’ throughout ASL’s future service offers.
Ensure an organisational structure with sufficient flexibility to meet changing
policy and demographic needs is developed.
Appraise options for succession to recently vacated CEO role and wiser
organisational structure, in light of the changes described here
Ratify a long-term asset strategy informed by considerable work to date
Review stock appraisal and target closure/disposals accordingly
Utilise the knowledge and experience gained by ASL to support a modern and
dynamic service in communities to replicate the benefits of the ASL ethos.
Ensure protection for residents throughout the transition and for as long as
they need it.

4.2 EQIA
Although the potential benefits of the proposals described here are far reaching,
there is no evidence from discussions to date that they would have a differentially
detrimental impact on those with protected characteristics as reflected in the
equalities impact assessment process. While accessibility of services is to the
benefit of all who use them, it is a natural consequence of service delivery that
recipients are more likely to be e.g. older adults or disabled. Therefore, it is
envisaged that benefits arising from the proposals might be to these groups greatest
advantage. An outline assessment indicated that the impact of the proposals does
not warrant full assessment at this stage, as no detrimental effect could be identified.
Further review will be conducted ahead of the introduction of changes to policy or
practice.
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4.3 Communications Strategy
The developments described here will bring about significant changes to the way
staff and managers in ASL work. It is vital that we ensure staff throughout the
organisation continue to be engaged in the project and assist them in changing their
working practices if we are to deliver the full benefits of the project. In addition, some
of the changes described will have specific impacts on customers and their families.
The main objectives of the communications strategy (a separate document) are to
identify ways of maintaining awareness of developments amongst all interested
parties, and to ensure consistency in the messages we deliver. The strategy
consists of three main strands, essentially what, who and how:




key messages about the future of ASL;
target groups and their communication requirements; and
the communications channels through which the key messages will be
disseminated amongst those groups.

Key messages:
There are several (sometimes complex) messages to convey, which inform the
communications plan. These are summarised in the considerations outlined
elsewhere in this document and will be used to inform the development of more
detailed communications plans in relation to specific developments.
Target groups and requirements:
Across ASL there are five regional areas of operation, plus head office and Crandeen
staff, as well as distinct customer and family interest relating to these. To ensure
success the project needs to tailor communications towards each of these groups
and outline the aims and key outputs expected from a successful approach to
communication. The benefits, although sometimes difficult to measure empirically,
include well informed staff, with good morale, and the opportunity to obtain effective
feedback and dialogue with customers.
Communication Channels:
There are clearly several channels through which the organisation can communicate
with its target audience. The channels include groups of people, training, electronic
dissemination (e.g. email, intranet), paper and physical means. Inevitably, there is
some crossover between the target groups and the communication channels: some
groups are a channel through which we aim to reach other target groups as well as
being a target group in their own right e.g. the Board and staff.
Measuring success:
Communication is vital to the success of ASL, and indeed any organisation; it is
essential that we measure the effectiveness of communications regularly and update
the strategy and plans accordingly. This communication strategy identifies ways to
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measure how successful the communications strategy has been in raising
awareness.
Risks to the communications strategy:
Identifies events which may affect the success of the communications strategy, and
the possible impact of those events. Mitigation strategies for dealing with these risk
events have been provided.
Taking the communications strategy forward:
A communications task list details the tasks, responsibilities, and deadline dates to
take forward the Communications and Awareness Strategy.
The task list will be reviewed regularly and developed in line with overall project plans
The strategy will be reviewed following work to measure progress against achieving
benefits
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5 KEY RISKS
The process of enacting the strategic aims described here will make substantial
demands on the capacity of ASL, both in simple terms of planning and delivery
capacity, and in the degree of ongoing change management presented by the
strategy. From a management perspective, careful management of risk and the
mechanisms of organisational change will be demanding.
The Senior Management Team and Audit Committee review risks on a timely basis
and develop appropriate mitigation and treatments. Risks are evaluated separately
in relation to consequence and likelihood and are managed actively to ensure
appropriate mitigation is in place. Management approaches for significant risks (i.e.
those deemed ‘high risk’) are reported to the Board, risk reports are otherwise
provided on an exception basis.
Risk themes under active management include:
Protecting our residents
The safety and security of residents is at the heart of ASLs ethos and actions. While
the wider business needs to evolve, a clear commitment is made to tenants to
maintain the quality and style of living for as long as they wish to do so.
Protecting our staff
Recognising change can be unsettling, ASL will support those affected during the
process. Support and protection for staff will reflect their individual circumstances.
Ownership of change:
Ensuring the process timeline does not slip without explanation, leading to
disengagement of staff (take forward and ensure timeliness and plan on track)
Communication:
Ensuring that high quality process and communication design engages staff and
board with change
Resources:
ASL will secure and deploy resources to promote delivery of new services
Residual risk that HAG funding becomes repayable on deregistration (still right thing
to do, just have a bit less of someone else’s cash to do it with)
Risks of not doing it:
Continued shortfall in services/voids – matter of time
Staff and managers disengagement from process
Failure to meet objectives or performance standards
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6 EVALUATION & ONGOING REVIEW
The conduct of the implementation work will be subject to ongoing review via three
broad mechanisms:
Stakeholder surveys (recipients, referrers)
Recipients of service will be asked to share their feedback on the quality and ease
with which services were coordinated. Similarly, close links with those who make
referrals to services (usually families) will be maintained to evaluate perceptions of
improvement by those who have an independent frame of reference.
Objective Evaluation
We will seek to make links with independent evaluation processes that have been
established for example by regulators of service and independent advisors (see
Appendix 5). There are many similarities approach set out here and wider policy
objectives, making shared experience and evaluation with other organisations useful
tools for improvement.
Staff
Feedback from staff will be captured via existing staff survey processes – staff input
has been valuable to the development of these proposals, this approach is intended
to maintain that dialogue, but avoid ‘survey fatigue’
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:KLOHWKHIRFXVRIGHYHORSPHQWVLVULJKWO\RQWKHUHVLGHQWVWKHLUDFFRPPRGDWLRQ
DQGWKHVHUYLFHVWKH\UHFHLYHDQLPSRUWDQWFRPSRQHQWRIRXUSODQVUHODWHWRWKH
GHYHORSPHQWRIHIIHFWLYHDQGHIILFLHQWEXVLQHVVSUDFWLFHV7KHPRVWVLJQLILFDQW
FKDQJHLQWKLVUHJDUGUHODWHVWRWKHLQWURGXFWLRQRIDµEXVLQHVVFHQWUH¶PRGHOZKLFK
GHYROYHVFRQWURODQGUHVSRQVLELOLW\IRUGHYHORSPHQWRIHJFDVHVIRULQYHVWPHQWWRD
PRUHORFDOOHYHO7KLVDSSURDFKDVVLVWVLQWKHPDQDJHPHQWRIDFRPSOH[ZRUN
SURJUDPPHE\SURYLGLQJWKHVXSSRUWDQGUHDVVXUDQFHQHFHVVDU\IRUWKHRSHUDWLRQRI
GHOHJDWHGDXWKRULW\ZKLOHDOORZLQJVHQLRUPDQDJHPHQWDQGWKH%RDUGWRUHWDLQ
RYHUVLJKWRIGHYHORSPHQWVDQGHQVXUHWKDWVWUDWHJLFDLPVDUHPHW






%RDUG¶VRYHUVLJKWDQGLQYROYHPHQW
7KH%RDUGKDYHEHHQLQYROYHGH[WHQVLYHO\LQGLVFXVVLRQDQGHYDOXDWLRQRIWKH
SODQQHGFKDQJHVWKURXJKDVHULHVRIVWUDWHJLFZRUNVKRSVH[SHUWEULHILQJVDQG
HQJDJHPHQWLQRQJRLQJGLVFXVVLRQRYHUUHFHQWPRQWKV7KLVGHWDLOHGLQYROYHPHQW
ZKLOHDSSURSULDWHWRWKHGHYHORSPHQWRIWKHVHSODQVZLOOEHUHIRFXVVHGWRDOORZWKH
%RDUGWRH[HUFLVHLWVUHPLWLQJRYHUQLQJWKHDFKLHYHPHQWRIVWUDWHJLFDLPVUDWKHU
WKDQRSHUDWLRQDOPDQDJHPHQW7KHUHODWLRQVKLSEHWZHHQERDUGDQGPDQDJHPHQWLV
VWURQJDQGRIIHUVH[FHOOHQWVWUDWHJLFRYHUVLJKWDQGFRQVWUXFWLYHFKDOOHQJH
5LVNVDQGPLWLJDWLRQVWUDWHJLHV
$Q\FKDQJHSURFHVVSUHVHQWULVNVLQPDQDJLQJGLYHUVHDQGFRPSOH[DFWLYLWLHVZH
KDYHWDNHQFDUHWRVWUXFWXUHDUUDQJHPHQWVWRSURWHFWWKHLQWHUHVWVRIFXUUHQW
UHVLGHQWVDQGHQVXUHFODULW\RIPDQDJHPHQW2XUSODQQLQJDQGPDQDJHPHQW
IUDPHZRUNVVXSSRUWWKHGHFLVLRQVQHHGHGVRHDFKRIRXUIRXUVWUDWHJLFWKHPHVFDQ
EHDGGUHVVHGHLWKHUZLWKLQµVFKHPHVRIGHOHJDWLRQ¶RUUHFRXUVHWRWKHFRUSRUDWH
FHQWUH,QSUDFWLFHWKLVLQFOXGHVGHOHJDWHGDFFRXQWDELOLW\DQGUHVSRQVLELOLW\
XQGHUSLQQHGE\VWUXFWXUHGJRYHUQDQFHULVNDQGILQDQFLDOPDQDJHPHQW
:KLOHFKDOOHQJLQJWKHULVNVSUHVHQWHGWRFXUUHQWDQGIXWXUHUHVLGHQWVDQGXVHUVRI
VHUYLFHVDUHIDUOHVVWKDQWKHFHUWDLQW\RIPDQDJHGGHFOLQHVKRXOGWKHGHYHORSPHQW
OHGUHFRYHU\QRWWDNHSODFH2XUDSSURDFKWRJRYHUQDQFHDQGSURSRVDOVIRUD
VXEVLGLDU\EXVLQHVVKDYHEHHQGHYHORSHGWRLQVXODWHRXUH[LVWLQJWHQDQWVDQG
RSHUDWLRQVIURPULVN
:KLOHZHDUHFRQILGHQWLQWKHDQDO\VLVRIPDUNHWFDSDFLW\WKHUHUHPDLQVZRUNWREH
GRQHWRDGGUHVVGHOLYHU\RSWLRQVZKLFKPD\ZHOODIIHFWFDVKIORZSURMHFWLRQVVHWRXW
LQRXUSURSRVHGPRGHOJRLQJIRUZDUG,QDGGUHVVLQJWKHVHLVVXHV$6/LVPLQGIXOWKDW
HOHPHQWVRIRXUSRUWIROLRVKRXOGEHGHYHORSHGLQFRPSOHPHQWLQJWKHFRQWLQXDWLRQRI
JURZWKGHYHORSPHQWDQGUHFRYHU\)RUH[DPSOHWKHOLNHO\XSWDNHRISURSRVHGQHZ
VHUYLFHVLQ$EHUGHHQZLOOEHUHOLDQWXSRQDFXVWRPHUOHGDSSURDFKWRVXSSRUW
SURJUHVVLYHGHYHORSPHQWRIWKHRUJDQLVDWLRQ(DUO\LQGLFDWLRQRILQWHUHVWZRXOGEH
XVHGWRGHWHUPLQHRSHQLQJVWDIIDQGVHUYLFHFRQILJXUDWLRQDQGFRQWUDFWXDO
DUUDQJHPHQWV
/RQJWHUPIXWXUHRI$6/
7KHVHSODQVRXWOLQHH[FLWLQJGHYHORSPHQWVIRU$EEH\ILHOG6FRWODQGDQGLPSRUWDQWO\
SUHVHQWDFOHDUURXWHWRZDUGVWKHORQJWHUPVXVWDLQDELOLW\RIWKHEXVLQHVVZLWK
FRQVHTXHQWEHQHILWIRUUHVLGHQWVVWDIIDQGRWKHUV:HDUHSDUWLFXODUO\LQWHUHVWHGLQ
FRPSOHPHQWLQJRXUVKDUHGOLYLQJPRGHOZLWKKLJKTXDOLW\KRXVLQJIRUSHRSOHZKR
ZDQWWRUHPDLQLQGHSHQGHQWEXWDFFHVVWRVXSSRUWVHUYLFHVDVWKHLUQHHGVFKDQJH
:HDUHLQYHVWLQJVLJQLILFDQWO\LQWKH$EHUGHHQDUHDDQGRXUHQJDJHPHQWDV
SUHIHUUHGVXSSOLHURIFDUHSURYLVLRQZLWKDGHYHORSHUDOORZVXVWRSURYLGHWKH
DFFRPPRGDWLRQDQGDIOH[LEOHUDQJHRIVXSSRUWVRXJKWE\ROGHUSHRSOH$VD
OLVWHQLQJRUJDQLVDWLRQIRXQGHGRQRXUYDOXHVRIFDUHKRQHVW\RSHQQHVVDQG
UHVSHFWZHDUHGHGLFDWHGWRFRQWLQXRXVO\LPSURYLQJWKHOLYHVRIROGHUSHRSOHDQG
ZHZLOORIFRXUVHEHZRUNLQJZLWKORFDOSHRSOHDQGSDUWQHUVHQVXUHWKH\HQMR\ODWHU
OLIH



Abbeyfield Scotland
StUDWHJLF3ODQQLQJ
0RYLQJWRZDUGVVXVWDLQDEOHVHUYLFHV


&RQWHQWV
([HFXWLYH6XPPDU\


,QWURGXFWLRQ



$EEH\ILHOG6FRWODQG/LPLWHG



2YHUYLHZORQJWHUPYLVLRQDQGµPLVVLRQ¶



2SHUDWLRQDO2EMHFWLYHVDQG3UDFWLFDO&RQVLGHUDWLRQV



3ODQQLQJ&RQVLGHUDWLRQV



,GHQWLILFDWLRQDQG0DQDJHPHQWRI5LVN



)LQDQFLDO3ODQDQG)RUHFDVW



/LVWRI$SSHQGLFHV







,QWURGXFWLRQ



7KLV6WUDWHJLF3ODQVHWVRXWWKHDLPVDQGGLUHFWLRQRI$EEH\ILHOG6FRWODQG/LPLWHG,W
RXWOLQHVWKHNH\DUHDVZHZLOOIRFXVRQDQGVHWVREMHFWLYHVZKLFKDUHGHVLJQHGWR
HQVXUHWKDWWKHVHDLPVDUHDFKLHYHG



7KH3ODQLVDQLPSRUWDQWSDUWRIRXUJRYHUQDQFHDUUDQJHPHQWVDQGLWVHHNVWRUHIOHFW
WKHNH\SULQFLSOHVLQRXU&RGHRI*RYHUQDQFH7KH%RDUGKDYHEHHQIXOO\HQJDJHGLQ
VHWWLQJRXURYHUDOOVWUDWHJ\DQGEXVLQHVVGLUHFWLRQWKURXJKDVHULHVRIDFWLYLWLHVDQG
ZRUNVKRSVRYHUWKHSDVWVL[PRQWKV7KLVSODQKDVEHHQUHYLHZHGDQGDSSURYHGE\
WKH%RDUGLQ-DQXDU\



*LYHQWKHGLYHUVLW\RI$EEH\ILHOG6FRWODQG¶VRSHUDWLRQDODFWLYLW\WKLVSODQGHDOVZLWKWKH
PDLQVWUDWHJLFWKHPHVIRUWKHFRPLQJ\HDU0RUHGHWDLOZLOOEHVHWRXWLQWKH
RSHUDWLRQDOSODQVIRUHDFKEXVLQHVVFHQWUHDQGZLWKLQVWUDWHJLHVDQGSROLFLHVZKLFKZLOO
FRQWLQXHWREHXSGDWHGDVQHFHVVDU\



,QSUHSDULQJWKLV3ODQZHKDYHVRXJKWWRWDNHDFFRXQWRIWKHYLHZVRINH\VWDNHKROGHUV
DQGKDYHUHIHUUHGWRUHOHYDQWGRFXPHQWVLQFOXGLQJ
 /RFDO+RXVLQJ6WUDWHJLHV+RXVLQJ1HHGVDQG'HPDQG$VVHVVPHQWVDQG
6WUDWHJLF+RXVLQJ,QYHVWPHQW3ODQVIRUWKRVHDUHDVLQZKLFKZHRSHUDWHRU
VHHNWRGRVR
 6FRWWLVK6RFLDO+RXVLQJ&KDUWHU
 *XLGDQFHIURPWKH6FRWWLVK+RXVLQJ5HJXODWRURQLPSOHPHQWLQJWKH&KDUWHU
DQGPHDVXULQJRXWFRPHV
 %XVLQHVV3ODQQLQJ*XLGDQFHLVVXHGE\WKH6FRWWLVK+RXVLQJ5HJXODWRULQ
$XJXVW





7KHRYHUDUFKLQJYLVLRQDQGDSSURDFKWRGLYHUVLILFDWLRQXSRQZKLFKWKLVSODQLVEDVHGLV
VHWRXWLQ$EEH\ILHOG6FRWODQG¶V9LVLRQ'HYHORSLQJVXVWDLQDEOHVHUYLFHV
$SSHQGL[ 7KLVGRFXPHQWVHWVRXWWKHFRQVLGHUDWLRQVPDGHE\WKH%RDUGLQ
XQGHUWDNLQJWKHLUDSSUDLVDORIRSWLRQVIRUWKHIXWXUHVXVWDLQDELOLW\RI$EEH\ILHOG
6FRWODQGLQUHODWLRQWRERWKH[LVWLQJUHVLGHQWV¶RQJRLQJVXSSRUWDQGWKHORQJWHUP
IXWXUHRIWKHRUJDQLVDWLRQ,WZDVUHYLHZHGDQGDSSURYHGE\%RDUGLQ1RYHPEHU






$EEH\ILHOG6FRWODQG/LPLWHG



$EEH\ILHOG6FRWODQGVHHNVWREHDFNQRZOHGJHGDVDQH[HPSODU\SURYLGHURIFDUH
VHUYLFHVIRUROGHUSHRSOHZKRYDOXHWKHLULQGHSHQGHQFH



$EEH\ILHOG6FRWODQG/LPLWHG $6/ ZDVIRUPHGLQDOWKRXJKWKHKLVWRU\RIWKH
$EEH\ILHOGPRYHPHQWLVPXFKORQJHU5HJLVWHUHGDVD&KDULW\DVRFLDOODQGORUGDQG
ZLWKWKH&DUH,QVSHFWRUDWHIRUWKHSURYLVLRQRIKRXVLQJVXSSRUWVHUYLFHVZHKDYH
RSHUDWHGWKURXJKRXW6FRWODQG0RUHUHFHQWO\SODQQHGVWRFNUHGXFWLRQKDVIRFXVVHG
$6/¶VVHUYLFHVRQSURSHUWLHV



5HFHQWGHYHORSPHQWVLQWKH%RDUG¶VVWUDWHJ\KDYHIRFXVVHGRQWKHQHHGWRHQVXUHD
VXVWDLQDEOHIXWXUHIRUWKHRUJDQLVDWLRQFRQVLGHULQJVKLIWLQJGHPRJUDSKLFVDQG
VLJQLILFDQWILQDQFLDOFKDOOHQJHV,QDGGLWLRQWKHLQWURGXFWLRQRIDGGLWLRQDOFKRLFHLQWKH
ZD\FDUHVHUYLFHVDUHPDQDJHGSUHVHQWVVHYHUDORSSRUWXQLWLHV



7KHHWKRVXQGHUSLQQLQJIXWXUHGHYHORSPHQWZLOOUHPDLQEDVHGRQFRPSDQLRQVKLS
FRPSDQ\DQGPXWXDOVXSSRUWDLPHGDWHQDEOLQJUHVLGHQWVWRDFKLHYHWKHEHVWTXDOLW\
RIOLIHFRPPHQVXUDWHZLWKWKHLUSHUVRQDOFLUFXPVWDQFHV7KLVHWKRVLVUHFRJQLVHGLQ
$6/¶VFKDULWDEOHUHJLVWUDWLRQ³WRSURYLGHIRUWKHUHOLHIRIWKRVHLQQHHGE\UHDVRQRIDJH
LOOKHDOWKGLVDELOLW\ILQDQFLDOKDUGVKLSRURWKHUGLVDGYDQWDJHWKURXJKWKHSURYLVLRQ
FRQVWUXFWLRQLPSURYHPHQWDQGPDQDJHPHQWRIODQGDQGDFFRPPRGDWLRQDQGWKH
SURYLVLRQRIFDUH´

&RQWH[W


&KDQJHVLQWKHHFRQRP\UHJXODWLRQIXQGLQJOHJLVODWLRQDQGKRXVLQJDQGZHOIDUH
SROLF\DOOLPSDFWGLUHFWO\RQRXUSODQV7KH\DIIHFWZKHUHDQGKRZZHGHYHORSZKDW
KRPHVDQGVHUYLFHVZHSURYLGHDQGDWZKDWFRVW,QDGGLWLRQQHZWHFKQRORJ\LV
WUDQVIRUPLQJKRZRXUFXVWRPHUVDFFHVVRXUVHUYLFHVDQGHQJDJHZLWKWKHEXVLQHVV
3DUWLFXODULVVXHVLQFOXGH


ZHOIDUHUHIRUPDQGFKDQJHVWRWKH6XSSRUWHG$FFRPPRGDWLRQUHJLPH



DQXQFHUWDLQHFRQRPLFRXWORRNDFRQWLQXHGFOLPDWHRIDXVWHULW\DQGWKHGULYH
IRUJUHDWHUHIILFLHQF\WUDQVSDUHQF\DQGFRVWFRPSDULVRQ



DQHHGIRUFURVVVXEVLG\DVDUHVXOWRIOLPLWHGUHYHQXH



UHJXODWRU\FKDQJHDQGWKHSRWHQWLDOUHJXODWRU\IUDPHZRUNDIIHFWLQJQHZ
VHUYLFHV



FKDQJLQJHPSKDVLVRQUHODWLRQVKLSVZLWKSXEOLFERGLHV /RFDO$XWKRULWLHVDQG
+HDOWK &DUH3DUWQHUVKLSV DQGQHZFRPPHUFLDOHQGHDYRXUV



$QDJHLQJSRSXODWLRQH[SHFWHGWRLQFUHDVHGHPDQGIRUDFFRPPRGDWLRQDQG
VHUYLFHV



([SHFWDWLRQVRIKLJKTXDOLW\FRVWHIIHFWLYHKRXVLQJDQGVHUYLFHV






2YHUYLHZ/RQJ7HUP9LVLRQDQG0LVVLRQ
7KLVSODQDGGUHVVHVFRUSRUDWHSULRULWLHVDQGVHWVRXWKRZZHZLOOFRQWLQXHWRSURYLGH
RXWVWDQGLQJFXVWRPHUVDWLVIDFWLRQHQVXUHRQJRLQJEXVLQHVVYLWDOLW\DQGH[DPLQH
RSWLRQVIRUVXVWDLQDEOHJURZWK




:KLOHZHZLOOEDVHRXUGHFLVLRQVRQWKHFHQWUDOYLVLRQDQGSULQFLSOHVRI$6/DVD
SURYLGHURIZHOOPDQDJHGKRXVLQJDQGDVVRFLDWHGVHUYLFHVWKHPHFKDQLVPVZHXVHWR
GRVRZLOOFKDQJHIURPDQRIIHUEDVHGRQVXSSRUWHGKRXVLQJWRDPRUHIOH[LEOH
DSSURDFKWKDWRIIHUVKLJKTXDOLW\KRXVLQJZLWKSURYLVLRQRIUHODWHGVHUYLFHVWRUHVLGHQWV
DQGWKHZLGHUFRPPXQLW\



2XUDLPVDUHVLPSOHDQGHDFKWKHPHLVDGGUHVVHGLQUHODWLRQWRRSHUDWLRQDOREMHFWLYHV
DQGSUDFWLFDOFRQVLGHUDWLRQVEHORZ


PDLQWDLQRXUFXUUHQWVWRFNDQGVHUYLFHV



LQYHVWLQKRPHVDQGORFDOFRPPXQLWLHV



GHOLYHUFXVWRPHUOHGVHUYLFHVDQG



VWUHQJWKHQRXUEXVLQHVV





:HDFNQRZOHGJHWKHQHHGWRPDUNHWHIIHFWLYHO\LQUHODWLRQWRVHUYLFHLPSURYHPHQWV
DQGQHZGHYHORSPHQWVDVZHOODVWKHQHHGWRUHVKDSHVHUYLFHVWRUHIOHFWFKDQJLQJ
GHPDQG



)LQDOO\SURYLGLQJH[FHOOHQWTXDOLW\DQGYDOXHLVYLWDOWRRXUVWUDWHJ\HQVXULQJZH
FRQWLQXDOO\ORRNIRUHIILFLHQFLHVDQGPRUHHIIHFWLYHZD\VWRGHOLYHUVHUYLFHV

3HUIRUPDQFH


2XUUHVLGHQWVDGYLVHXVWKDWWKH\DUHKDSS\ZLWKWKHVHUYLFHVZHSURYLGH1HDUO\
VDLGWKH\ZHUHVDWLVILHGZLWKWKHRYHUDOOVHUYLFHSURYLGHGFRPSDUHGWRWKH6FRWWLVK
DYHUDJHRI

'HPDQGDQG)LQDQFLDO3HUIRUPDQFH


'HPDQGIRUVHUYLFHVDQGHVSHFLDOO\WKHOHYHORIYRLGOHWVVXVWDLQHGSUHVHQWV
FKDOOHQJHV
 $WVW2FWURRPVZHUH YRLGV DQGURRPVRFFXSLHGLHDYRLG
UDWHRI
 ,Q4RIJURVVUHQWDOLQFRPHZDVORVWGXHWRYRLGVDJDLQVWDEXGJHW
SRVLWLRQRI



,QRIWKHKRXVHVLQRSHUDWLRQDWWKHWLPHPDGHDQHWFRQWULEXWLRQWR
FHQWUDODQGDUHDPDQDJHPHQWRYHUKHDGV7KHUHDUHQRZKRXVHVLQRSHUDWLRQ



7KHVHKRXVHVFRQWULEXWHGDWRWDORI WRZDUGV(GLQEXUJKRIILFHFRVWVWKDW
WRWDO  KDOIEHLQJVDODULHV DQG$UHD2IILFH7HDPRYHUKHDGVRI 

5HSXWDWLRQ


7KH$EEH\ILHOGEUDQGFDUULHVDUHSXWDWLRQIRUJRRGIRRGFRPSDQLRQVKLSDQGVXSSRUW
LQSUHVWLJLRXVORFDWLRQV2XUWHQDQWVHQMR\WKHIUHHGRPWRFRPHDQGJRDVWKH\
SOHDVHNQRZLQJDQDOOLQFKDUJHWDNHVFDUHRIHYHU\WKLQJ



/RFDODXWKRULWLHVKDYHRIWHQYLHZHG$6/DVDOLIHVW\OHFKRLFHIRUWKRVHZKRFDQDIIRUG
LW8QXVXDOO\IRUDKRXVLQJDVVRFLDWLRQFRXQFLOUHODWLRQVKLSVZLWK$EEH\ILHOGKDYH
WHQGHGWRFHQWUHDURXQGORFDOVRFLDOZRUNFRQWDFWV+02OLFHQVLQJDQGµ6XSSRUWLQJ
3HRSOH¶IXQGLQJ1RPLQDWLRQ$JUHHPHQWVKDYHQRWSURYHGWREHDVLJQLILFDQWEHQHILW
GXHWRWKHODFNRIDFNQRZOHGJHPHQWE\/RFDO$XWKRULWLHVWKDW$EEH\ILHOGLVDYLDEOH
KRXVLQJRSWLRQLQUHJXODU56/WHUPV$VDFRQVHTXHQFH$6/KDVQRWEHQHILWHGIURP
VWUDWHJLFRSSRUWXQLWLHVVXFKDV&RPPRQ+RXVLQJ5HJLVWHUVRUSUHIHUUHGSURYLGHU
VWDWXV



'HVSLWHVRPHFRQWLQXHGIUXVWUDWLRQDWWKHODFNRIXQGHUVWDQGLQJRIWKH$6/PRGHORI
VKDUHGGRPHVWLFOLYLQJWKH&DUH,QVSHFWRUDWHUDWLQJVKDYHVLJQLILFDQWO\DQG
FRQVLVWHQWO\LPSURYHGRYHUWKH\HDUVUHFHQWO\DZDUGLQJ$6/µYHU\JRRG¶VWDWXV



7KH6FRWWLVK+RXVLQJ5HJXODWRULQVSHFWHG$6/LQ'HFHPEHUDQGDIDLU
SURSRUWLRQDWHDVVHVVPHQWZDVPDGHRIWKH$VVRFLDWLRQ VILUVW\HDUVDQGDELOLW\WR
PDQDJHWKHFKDOOHQJHVDKHDG(QJDJHPHQWFRQWLQXHVZLWKWKH5HJXODWRUZKLFK
DVVHVVHV$EEH\ILHOG6FRWODQGDVDPHGLXPULVN



$ZDUGVUHFHLYHGUHFHQWO\LQFOXGH



 6HSWHPEHU*ROGIRUEHVW8.UHWLUHPHQWVFKHPHXQGHUXQLWV1DLUQ
 6HSWHPEHU&RPPHQGHGIRUUHVLGHQWFRQVXOWDWLRQ/RFNHUELH
 $XJXVW4XHHQ V$ZDUGIRU9ROXQWDU\6HUYLFHWR)ULHQGVRI$EEH\ILHOG
.LOOHDUQ
 6HSWHPEHU±*ROGIRUEHVW8.UHWLUHPHQWVFKHPHXQGHUXQLWV
/RFNHUELH
7HQDQW6DWLVIDFWLRQ


,Q$EEH\ILHOG6FRWODQG
 H[FHHGHGWKH6FRWWLVKDYHUDJH  IRUWKRVHVDWLVILHGZLWKWKHRYHUDOO
VHUYLFH±
 H[FHHGHGWKH6FRWWLVKDYHUDJH  IRUPRQH\FROOHFWHGIRUFXUUHQWDQG
SDVWUHQW
%XWZDVEHORZWKH6FRWWLVKDYHUDJHRQRWKHUTXDOLW\DQGPDLQWHQDQFHLQGLFDWRUV
$6/
 VFRUHGEHORZWKH6FRWWLVKDYHUDJH  IRUWKRVHVDWLVILHGZLWKWKH
PDLQWHQDQFHVHUYLFHWKH\UHFHLYHG±
 FROOHFWHGVXEVWDQWLDOO\OHVVUHQW DVDSURSRUWLRQRIDSRVVLEOHOHWV GXHWR
HPSW\KRPHV YRLGV DQGWKHDYHUDJHQXPEHURIGD\VWROHWDKRPH

6WDIILQJ


$6/¶VVWUDWHJLFGLUHFWLRQLVRYHUVHHQE\D%RDUGRI0DQDJHPHQWZKLFKKDVXSWR
0HPEHUVDQGQRUPDOO\PHHWVPRQWKO\7KHUHLVFXUUHQWO\DQ$XGLW&RPPLWWHHWKH
FKDLURIZKLFKLVDTXDOLILHGDFFRXQWDQW)URPWLPHWRWLPHµVKRUWOLIH¶ZRUNLQJJURXSV
ZLWKDVSHFLILFUHPLWPD\DOVREHVHWXSRQHUHFHQWH[DPSOHLVD%XVLQHVV
'HYHORSPHQW6WHHULQJ*URXSZKLFKKDVRYHUVHHQWKHZRUNWRGHYHORSWKHIXWXUH
GLUHFWLRQRIWKHEXVLQHVV



$EEH\ILHOG6FRWODQGHPSOR\VSHRSOH LQFOXGLQJUHOLHIVWDII ([FOXGLQJUHOLHIVWDII
KHDGRIILFHDQGDUHDVWDII IXOOWLPHHTXLYDOHQW VWDIIZRUNLQFDUHVXSSRUW
FDWHULQJDQGGRPHVWLFUROHVDWRXU$EEH\ILHOGKRXVHV DW6HSWHPEHU 

.H\3RLQWV


$EEH\ILHOG6FRWODQG¶VFXUUHQWEXVLQHVVLVXQHFRQRPLFDODQGZHQHHGWRFKDQJH



,Q$EEH\ILHOG6FRWODQG¶V9LVLRQ'HYHORSLQJVXVWDLQDEOHVHUYLFHVZHVHWRXWD
QHZEXVLQHVVPRGHOZKROO\XQGHUSLQQHGE\$EEH\ILHOG6FRWODQG¶VYDOXHVDQG
H[SHULHQFH



7KLVUHIOHFWVHYLGHQFHEDVHGWKRXJKWIXODQGHYROYLQJUHVSRQVHWRFKDQJLQJQHHGVDQG
GHPDQGVLQWKHFDUHIRUROGHUSHRSOHLQ6FRWODQG



7KH%RDUGKDVFKRVHQWRVXVWDLQWKHFXUUHQWFRUHEXVLQHVVWKURXJKVHOHFWLYH
PRGHUQLVDWLRQRISURSHUWLHVDQGFORVXUHRIXQHFRQRPLFDOKRXVHV



)XWXUHLQYHVWPHQWLQDFRQWHPSRUDU\VW\OHRI$EEH\ILHOGOLYLQJZLOOEHIRFXVVHGLQLWLDOO\
LQWKH$EHUGHHQDUHDWKRXJKZHZLOOFRQWLQXHWRDVVHVVRSSRUWXQLWLHVZLWKSRWHQWLDOLQ
RWKHUDUHDV





&RPSOHPHQWWKHSURYLVLRQRIKRXVLQJZLWKWKHRIIHURIKLJKTXDOLW\VXSSRUWVHUYLFHV
ZKLFKGHYHORSDORQJVLGHWKHQHHGIRUFDUHRIIHULQJFKRLFHLQGHSHQGHQFHDQGFRQWURO
DVZHOODVVXSSRUWLQJQDWLRQDOKHDOWKDQGFDUHSROLF\REMHFWLYHV



7KLVGRFXPHQWGHVFULEHVWKHMRXUQH\WRRXUQHZEXVLQHVVPRGHO,WLVVXEMHFWWR
SRWHQWLDODGMXVWPHQWDQGFKDQJHLQOLJKWRIWKHFLUFXPVWDQFHVZHHQFRXQWHUDVZH
SURFHHG





2SHUDWLRQDO2EMHFWLYHVDQG3UDFWLFDO&RQVLGHUDWLRQV

 $EEH\ILHOG6FRWODQGKDVDVWURQJKLVWRU\RISURYLGLQJDGLVWLQFWLYHVXSSRUWLYHVRFLDO
OLIHVW\OHIRULQGHSHQGHQWSHRSOHLQODWHUOLIH2XUVXSSRUWHGLQGHSHQGHQWOLYLQJPRGHOLV
EDVHGDURXQGFKRLFHDQGSHUVRQDOLVDWLRQDQGZHEHOLHYHWKDWSURYLGLQJVDIHDQG
VHFXUHVSDFHVKRPHO\VHWWLQJVDQGRSSRUWXQLWLHVIRUVRFLDOFRQQHFWLRQDUHHVVHQWLDOWR
WKHGHYHORSPHQWRIUHVLOLHQFHWRORQHOLQHVVDQGLWVHIIHFWV
 7KLV\HDUZHZLOOLQWURGXFHDQLQQRYDWLYHLQLWLDWLYHWKDWZLOOH[SDQGRSHUDWLRQVLQ
$EHUGHHQWKURXJKLQYHVWPHQWLQSURSHUW\FRXSOHGZLWKWKHODXQFKRIDQHZWDLORUHG
VHUYLFHDQGVXSSRUWSURJUDPPHGHVLJQHGWRPHHWWKHLQGLYLGXDOQHHGVRIROGHUSHRSOH
LQWKHFRPPXQLW\
 7KHLQLWLDWLYHLVEDVHGDURXQGDQRULJLQDODQGQHZUHODWLRQVKLSZLWKSURSHUW\GHYHORSHUV
'DQGDUD:HZLOORIIHUKLJKTXDOLW\WZREHGURRPEXQJDORZVWRWKHSULYDWHUHQWDO
PDUNHWRQ'DQGDUD¶V&RXQWHVVZHOOVGHYHORSPHQWLQZHVW$EHUGHHQ7KHEXQJDORZV
ZLOOEHDYDLODEOHIRURFFXSDQF\E\ROGHUUHVLGHQWVIURPWKHVXPPHURIDQGZLOO
RIIHUVSDFHIOH[LELOLW\HDV\DFFHVVDQGFRQWHPSRUDU\GHVLJQWRVXLWWKHLUQHHGV
LQFOXGLQJDVXSSRUWVHUYLFHSURYLGHGE\$6/$EEH\ILHOGUHVLGHQWVZLOORFFXS\VHOI
FRQWDLQHGSURSHUWLHVFRPSOHPHQWLQJRXUWUDGLWLRQDODQGPXFKORYHGVXSSRUWHGOLYLQJ
PRGHO
 $ORQJVLGHWKLVGHYHORSPHQWZHDUHODXQFKLQJVHUYLFHVDQGVXSSRUWWRFXVWRPHUVLQWKH
SURSHUWLHVDQGLQWKHIXWXUHDFURVVWKH&RXQWHVVZHOOVGHYHORSPHQWDUHDDQGWKHZLGHU
$EHUGHHQDUHD2XUGHYHORSPHQWSDUWQHU'DQGDUDZLOODOVRPDUNHWWKLVVHUYLFHWR
EX\HUVRILWVSURSHUWLHVLQ&RXQWHVVZHOOVWKHQRWKHUGHYHORSPHQWVLQ$EHUGHHQ
 7KHZLGHUSDFNDJHZLOORIIHUDYDULHW\RIVHUYLFHVIRUROGHUSHRSOH7KHVHZLOOUDQJH
IURP³OLJKWWRXFK´DVVLVWDQFHZLWKJDUGHQLQJDQGVKRSSLQJWKURXJKWRWKHSURYLVLRQRI
SHUVRQDOFDUH7KHVHUYLFHVDUHEHLQJGHYHORSHGLQFRQVXOWDWLRQZLWKIXWXUHXVHUVDQG
ZLOOEHDYDLODEOHIURP5HVLGHQWVZLOOEHDEOHWRVHOHFWWKHVHUYLFHVWKDWWKH\QHHG
ZLWKWKHRSWLRQWRDGGWRWKHVHVHUYLFHVDVWKHLUZLVKHVDQGUHTXLUHPHQWVFKDQJH7KH
FRPELQDWLRQRIKLJKTXDOLW\KRXVLQJZLWKWKHSURYLVLRQRIH[WHQGHGVHUYLFHVDGGUHVVLQJ
WKHVXSSRUWUHTXLUHGDVSHRSOHDJHSUHVHQWVDQH[FHOOHQWRSSRUWXQLW\IRUSHRSOHWROLYH
LQGHSHQGHQWO\IRUORQJHUUDWKHUWKDQGHSHQGLQJRQKHDOWKRUVRFLDOFDUHSURYLVLRQLQ
ODWHUOLIH


7KHIROORZLQJREMHFWLYHVDGGUHVVWKHRYHUDOOGLUHFWLRQIRU$6/RYHUWKHFRPLQJGHFDGH
7KH\DUHVXEMHFWWRUHYLHZDQGPD\EHDPHQGHGWRUHIOHFWUHOHYDQWFKDQJHVZLWKLQ
$6/RULQUHVSRQVHWRH[WHUQDOVWLPXOL7KH\DUHJURXSHGLQOLJKWRIWKHIRXUVWUDWHJLF
WKHPHVPHQWLRQHGLQ6HFWLRQ

$EEH\ILHOG&DUH2SWLRQV XWLOLVLQJH[LVWLQJDVVHWV 


)RU$6/WRXQGHUWDNHDZLGHUUDQJHRIKRXVLQJSURGXFWVDQGVHUYLFHVLQVXSSRUWRIWKH
RQJRLQJUHJHQHUDWLRQRIWKHEXVLQHVVFDUHIXOPDQDJHPHQWRIH[LVWLQJDVVHWVLV
QHHGHG7KLVZLOOHQVXUHWKDWFXUUHQWUHVLGHQWVFRQWLQXHWREHVXSSRUWHGDVZHOODV
H[SORULQJZLGHURSWLRQVWRUHGXFHYRLGVDQGJDLQEHVWDGYDQWDJHIURPFXUUHQWDVVHWV
2EMHFWLYHV





0DQDJHRXUVWRFNHIILFLHQWO\HIIHFWLYHO\DQGWRKLJKVWDQGDUGVIRUWKHFRPIRUW
VDIHW\DQGEHQHILWRIRXUUHVLGHQWVDQGIRUWKHZHOOEHLQJRIWKHLUFRPPXQLW\



(QVXUHDSSURSULDWHPHFKDQLVPVDUHLQSODFHWRPLQLPLVHWKHULVNRIYRLGV
DFFXPXODWLQJ



(QVXUHHIIHFWLYHFRPPXQLFDWLRQWRH[WHUQDOVWDNHKROGHUVDQGSURPRWHRXU
ZRUNYLDD3XEOLF5HODWLRQVDQG([WHUQDO&RPPXQLFDWLRQ6WUDWHJ\DQG$FWLRQ
3ODQ

.H\$FWLRQV


(QJDJHPHQWZLWK$UHD6XSHUYLVRUVLQUHODWLRQWRDFWLYLW\EDVHGEXGJHWLQJ



,QYHVWDSSURSULDWHO\LQWKHH[LVWLQJVWRFNWRPDLQWDLQLQFRPHVWUHDPV±VHH
EXVLQHVVFHQWUHPRGHO



&ODULI\FRVWFHQWUHPRGHODSSURDFKWREXVLQHVVFDVHVHWF



2XWOLQHIUDPHZRUNIRUGHILQLQJFDVHVIRULQYHVWPHQW HJUHVSLWHLPSURYHG
LQWHULRUV 
 $GGUHVVHIILFLHQFLHVHJYLDPDUJLQDOJDLQV



6XSSRUWPDQDJHPHQWSUHURJDWLYHIRURSHUDWLRQDOGHFLVLRQV



9RLGVPDQDJHPHQWHWFORFDOPRGHOVWRDGGUHVVSDUWLFXODUQHHGV



&RQVLGHURQDSHUORFDWLRQEDVLVRSSRUWXQLWLHVWRSURYLGHUHVSLWHLQWHUPHGLDWH
FDUHRSWLRQV



([SORUHSRWHQWLDOIRUWUDQVLWLRQWRFRPPLVVLRQHGVHUYLFHV XVLQJKRXVLQJ
VXSSRUWRUVRFLDOFDUHPRGHOV LQWKHORQJHUWHUP



0DQDJH5LVNV
 ,VRODWHEXGJHWFRPSRQHQWV VHHEXVLQHVVFHQWUHVPRGHO 
PDQDJHPHQWSUHURJDWLYH 
 /RQJHUWHUPULVNVUHODWHWRKRXVLQJUHIRUPDQGVXSSRUWHG
DFFRPPRGDWLRQFDS±PLWLJDWHYLDUHVSLWHFRQYDOHVFHQFH
 &RQVLGHUIDOOEDFNSRVLWLRQVDQGORQJWHUPVWUDWHJLHVIRUEXLOGLQJ
PDLQWHQDQFHDQGUHSODFHPHQW







5HWLUHPHQW/LYLQJ QHZKRXVLQJ 


)ROORZLQJGHWDLOHGFRQVLGHUDWLRQRISURGXFWPDUNHWFDSDFLW\DQGVWUDWHJ\ERDUGKDV
HOHFWHGWRSXUVXHDGHDOWRSURYLGHQHZKRXVLQJRIDYHU\KLJKVWDQGDUGLQWKH
&RXQWHVVZHOOVDUHD:HDUHQHJRWLDWLQJIRUWKHSXUFKDVHRIILYHEXQJDORZVLQ
'DQGDUD¶V&RXQWHVVZHOOVGHYHORSPHQW7KHSRWHQWLDODOVRH[LVWVWREX\IXUWKHU
SURSHUW\LQWKHVDPHGHYHORSPHQW VKRXOGIXQGVSHUPLW 



7KHEXQJDORZVSURYLGHDQRSSRUWXQLW\WRWDLORUVHUYLFHVGLUHFWO\WRRXUWHQDQWV¶QHHGV
DQGUHSUHVHQWDQLPSRUWDQW³PDUNHU´+RZHYHUWKH\DOVRVHUYHDVD³EDVH´IURPZKLFK
$EEH\ILHOGLQWHQGVWRVHUYHWKHDGMDFHQWRFFXSLHUV DJHG DQGHYHQPRUHVR
GHYHORSDQGVHUYLFHWKHXQGRXEWHGODWHQWGHPDQGDPRQJVWUHVLGHQWVLQWKHLPPHGLDWH
VXUURXQGLQJDUHDVRIPDWXUHKRXVLQJ7KHGHYHORSHUKDVH[SUHVVHGLQWHUHVWLQ
GHYHORSLQJDQDGMDFHQWWZRVHFWLRQVIRUWKHPDUNHW
2EMHFWLYHV


3URYLGHKLJKTXDOLW\KRPHVIRUUHQWZLWKLQVHOHFWHGDUHDVRIRSHUDWLRQ



(VWDEOLVKDQHZEXLOGGHYHORSPHQWSURJUDPPHDQGLGHQWLI\QHZRSSRUWXQLWLHV
WRWDNHIXOODGYDQWDJHRIDYDLODEOHIXQGLQJ



(QVXUHHIIHFWLYHFRPPXQLFDWLRQWRH[WHUQDOVWDNHKROGHUVDQGSURPRWHRXU
ZRUNYLDD3XEOLF5HODWLRQVDQG([WHUQDO&RPPXQLFDWLRQ6WUDWHJ\DQG$FWLRQ
3ODQ

.H\$FWLRQV


0DUNHWLQJDFWLYLW\LQUHODWLRQWRNH\PHVVDJHVUHODWHGWR$6/¶VLQYHVWPHQWLQ
$EHUGHHQ



)RUPDOQHJRWLDWLRQWRSURFHHGZLWK'DQGDUDDQGRWKHUUHOHYDQWSDUWLHVIRUILYH
EXQJDORZVDQGH[SORUHWHUPVIRUSXUFKDVHRIDGGLWLRQDOSURSHUWLHV



'HYHORSFOHDUFKURQRORJ\IRUSODQQLQJDQGGHYHORSPHQWLQ&RXQWHVVZHOOV



(VWDEOLVKXSGDWHGFDVKIORZSURMHFWLRQVWRUHIOHFWSXUFKDVHRIILYHEXQJDORZV
LQLWLDOO\ ZLWKSRVVLEOHH[WHQVLRQVXEMHFWWRGLVFXVVLRQ 



3XUVXHGLVFXVVLRQVDQGSRWHQWLDODUUDQJHPHQWVWKURXJKIRUH[DPSOHD
PHPRUDQGXPRIXQGHUVWDQGLQJHWFZLWKGHYHORSHUV±UHODWLRQVKLSEXLOGLQJ
DQGFODULI\IXWXUHH[SHFWDWLRQVWLWOHFRQVLGHUDWLRQVHWF



'LVFXVVSURSRVDOVZLWKORFDOSODQQHUV



&RQWLQXHWRSXUVXHGLVFXVVLRQVZLWKEDQN V DQGRWKHULQYHVWRUV



&ODULI\IXUWKHUUHTXLUHPHQWVDGDSWDWLRQV
 7HFKQRORJ\
 $GDSWDWLRQVDGDSWDELOLW\ OLQNWR,ULV0XUGRFK&HQWUH 



5HILQHLQYHVWPHQWEXVLQHVVFDVHVIRUSURSHUW\GHYHORSPHQWDFWLYLW\



(VWDEOLVKWHQDQF\DQGVHUYLFHPRGHOV





,QYHVWPHQWFDVHDVDQDQFKRUIRUVHUYLFHV



5HYLHZDQGDGGUHVVDQ\UHJXODWRU\UHTXLUHPHQWVDQGFRQVLGHUDUUDQJHPHQWV
IRURSHUDWLRQYLDVXEVLGLDU\RUDUP¶VOHQJWKRUJDQLVDWLRQ



5LVN0DQDJHPHQW
 PDQDJHPHQWRYHUKHDGV
 &RQVLGHUDWLRQRIUHWUHDWRSWLRQV



2XWUHDFK6HUYLFHV


$EEH\ILHOG6FRWODQG/LPLWHGZLOOFRPSOHPHQWWKHRIIHURIKLJKTXDOLW\KRXVLQJZLWKWKH
SURYLVLRQRIH[WHQGHGVHUYLFHVDGGUHVVLQJWKHVXSSRUWUHTXLUHGDVWHQDQWVSURJUHVV
LQWRROGDJH7KHVHVHUYLFHVJURZZLWKWKHFOLHQWSURYLGLQJDJUDGXDWHGDSSURDFKIURP
ORZOHYHOVXSSRUWVYLDKRXVLQJVXSSRUWVW\OHVHUYLFHVWRH[WUDFDUHVHUYLFHVDQG
EURNHUDJHRIVSHFLDOLVWSURYLVLRQ7KHVHVHUYLFHVZLOODOVREHRIIHUHGRQDQRXWUHDFK
EDVLVWRWKHFRPPXQLW\RI&RXQWHVVZHOOVDQGVXUURXQGLQJDUHDVDQGZLOOEHSURYLGHG
YLDDVXEVLGLDU\RUJDQLVDWLRQ



7KHRIIHUZLOOLQLWLDOO\EHPDGHWRWKHUHVLGHQWVRI$6/¶V&RXQWHVVZHOOVSURSHUWLHVZLWK
VWDJHGH[WHQVLRQRIVHUYLFHVWRWKH&RXQWHVVZHOOVDQGQHLJKERXULQJDUHDV7KLV
DSSURDFKPLQLPLVHVWKHPDQDJHPHQWDQGILQDQFLDOEXUGHQRIVWDUWLQJXSWKHVHUYLFH
DQGSURYLGHVWKHRSSRUWXQLW\WRWHVWDQGLPSURYHDVWKHRIIHULVH[WHQGHG



:KLOHDQDO\VLVWRGDWHKDVYHULILHGWKHWKHH[LVWHQFHDQGSRWHQWLDOVL]HRIWKHPDUNHWIRU
RXWUHDFKVHUYLFHVIXUWKHUWHVWLQJDQGRSHUDWLRQDOSODQQLQJZLOOQHHGWRSUHFHGH
GHSOR\PHQWRIWKHVHVHUYLFHVLQSUDFWLFH$QHDUO\WDVNIRUWKHVXEVLGLDU\RUJDQLVDWLRQ
ZLOOEHWRHVWDEOLVKDQGWHVWDGHWDLOHGEXVLQHVVSODQDQGLQWURGXFHVHUYLFHVLQD
PDQDJHDEOHDQGFRQWUROOHGPDQQHU



7KHRIIHUZLOOLQLWLDOO\FRQVLVWRIWKUHHEURDGWKHPHV1RQSHUVRQDOFDUHVHUYLFHVVXFK
DVFRXQVHOOLQJEHIULHQGLQJDQGGRPHVWLFDQGJDUGHQVHUYLFHVKRXVLQJVXSSRUW
VHUYLFHVVXFKDVPRQH\DGYLFHDODUPVHUYLFHVFOHDQLQJDQGEURNHUDJHRIRWKHU
VHUYLFHRSWLRQVDQGFDUHVHUYLFHVH[WHQGLQJWRSHUVRQDOFDUHDQGSK\VLFDOZHOIDUH
:KLOHRXUDQDO\VLVLQGLFDWHVWKHOLNHOLKRRGRIGHPDQGHDUO\H[SHULHQFHLQ
&RXQWHVVZHOOVZLOOEHXVHGWRUHILQHWKHVHUYLFHRIIHUGXULQJWKHH[SDQVLRQRIWKH
VHUYLFH
2EMHFWLYHV


&RQWULEXWHWRVXVWDLQLQJUHVLGHQWVWKURXJKGLUHFWVXSSRUWDQGEURNHUDJHRI
VHUYLFHV



&RQWULEXWHWRWKHGHYHORSPHQWRIZLGHUFRPPXQLWLHVE\SURYLGLQJVXSSRUWDQG
RWKHURSSRUWXQLWLHVIRUORFDOSHRSOHWRPHHWWKHLUQRQKRXVLQJQHHGV



(QVXUHHIIHFWLYHFRPPXQLFDWLRQWRH[WHUQDOVWDNHKROGHUVDQGSURPRWHRXU
ZRUNYLDD3XEOLF5HODWLRQVDQG([WHUQDO&RPPXQLFDWLRQ6WUDWHJ\DQG$FWLRQ
3ODQ



3XUVXHRQJRLQJGLVFXVVLRQZLWK&O\GHVGDOH%DQNDQGRWKHULQYHVWRUVWR
DVVHVVIXUWKHULQYHVWPHQWSRWHQWLDODQGQHJRWLDWHIDYRXUDEOHORDQUDWHVHWF



&RQWULEXWHWRWKHORQJWHUPYLDELOLW\RI$EEH\ILHOG6FRWODQG

.H\$FWLRQV


$PHQGPHQWDQGFLUFXODWLRQRIXSGDWHGFDVKIORZWRUHIOHFWPDUNHWLQJVHWXS
DQGRSHUDWLRQDOPDQDJHPHQWFRVWVRIFDUHVHUYLFHV





&RPPHQFHPDUNHWLQJDFWLYLW\LQUHODWLRQWRNH\PHVVDJHVUHODWHGWR$6/¶V
LQYHVWPHQWLQ$EHUGHHQ



&RQILUPILWZLWKQDWLRQDOORFDOSROLF\QDWLRQDORXWFRPHVORFDOFRPPLVVLRQHUV
FRPPXQLWLHVUHJXODWRUV 26&5&,HWF 



&RQVROLGDWHEXVLQHVVFDVHDQGGHWDLOHGSODQQLQJIRURXWUHDFKVHUYLFH
 'HILQHFXVWRPHUW\SHVDQGWKHLUGHVLUHGRXWFRPHV
 $QDO\VLVRIPDUNHWSODFHFRPSHWLWRUVSURYLGHUV
 &ODULI\863DQGFRPPHUFLDOHGJHLQFRQVXPHUOHGPDUNHW
 2SHUDWLRQDOPRGHO±GHILQHDQGHVWDEOLVK
 VNLOOVFRPSHWHQFLHVDQGFRVWEDVH
 SURFXUHPHQWRSWLRQVLQF6:27RQHDFK
 SULFLQJORFDOUHFUXLWPHQW
 6WDIILQJDQGPDQDJHPHQWUHTXLUHPHQWVLQFV\VWHPVDWWUDFWLQJDQG
NHHSLQJRXUSHRSOHKDSS\



'HVLJQDQGWHVWWKHVHUYLFH V YLDORFDOSDQHOIRFXVJURXSVSLORWV



5LVNPDQDJHPHQW
 *HQHUDOO\SHUFHLYHGDVDQLGHQWLILHGULVN
 LGHQWLW\DQGPLWLJDWHWKUHDWVWRFOLHQWDQGVWDIILQKRPH
 KLJKTXDOLW\VHUYLFHULVNVDQGPLWLJDWLRQ
 PDQDJHPHQWRYHUKHDGV
 UHTXLUHPHQWIRUDµUHWUHDWSRVLWLRQ¶



&RUSRUDWH)XQFWLRQV


:KLOHWKHIRFXVRIGHYHORSPHQWVLVULJKWO\RQWKHUHVLGHQWVWKHLUDFFRPPRGDWLRQDQG
WKHVHUYLFHVWKH\UHFHLYHDQLPSRUWDQWFRPSRQHQWRIRXUSODQVUHODWHWRWKH
GHYHORSPHQWRIHIIHFWLYHDQGHIILFLHQWEXVLQHVVSUDFWLFHV7KHPRVWVLJQLILFDQWFKDQJH
LQWKLVUHJDUGUHODWHVWRWKHLQWURGXFWLRQRIDµEXVLQHVVFHQWUH¶PRGHOZKLFKGHYROYHV
FRQWURODQGUHVSRQVLELOLW\IRUGHYHORSPHQWRIHJFDVHVIRULQYHVWPHQWWRDPRUHORFDO
OHYHO7KLVGHYROYHGPRGHOZRXOGDGGUHVVWKHIROORZLQJREMHFWLYHV
2EMHFWLYHV





0DLQWDLQKLJKVWDQGDUGVRIJRYHUQDQFHDQGEXVLQHVVHIIHFWLYHQHVVWKURXJK
VFUXWLQ\DQGGXHGLOLJHQFHE\WKH%RDUGHWFLQFOXGLQJWKHHVWDEOLVKPHQWRI
VXEVLGLDU\RUJDQLVDWLRQVWRLQVXODWHFXUUHQWDFWLYLWLHVDQGWHQDQWVIURPULVN



&RQWLQXHWRGHOLYHUVHUYLFHVWKDWDUHDOLJQHGWRWKHSULQFLSOHVRIWKH$EEH\ILHOG
PRYHPHQW



(QVXUHHIIHFWLYHFRPPXQLFDWLRQWRH[WHUQDOVWDNHKROGHUVDQGSURPRWHRXU
ZRUNYLDD3XEOLF5HODWLRQVDQG([WHUQDO&RPPXQLFDWLRQ6WUDWHJ\DQG$FWLRQ
3ODQ



6XSSRUWDQGGHYHORSHPSOR\HHHQJDJHPHQWZLWKLQWKHRUJDQLVDWLRQ



'HYHORSRXUVWDIIYLDD7UDLQLQJ 'HYHORSPHQW6WUDWHJ\DQG$FWLRQ3ODQ



5HIUHVKWKHRUJDQLVDWLRQ¶VDSSURDFKHVWRJRYHUQDQFH



0RQLWRUDQGWDNHDFWLRQVWRHQVXUH$6/DFWLQDVXVWDLQDEOHPDQQHU



&RQWLQXHWRSURJUHVVRXUNQRZOHGJHRIFXVWRPHUVDQGPDNHXVHRIFXVWRPHU
SURILOLQJWRLPSURYHFRPPXQLFDWLRQDQGVHUYLFHV



([HFXWHRXUSURMHFWVZLWKLQFOHDUSURMHFWPDQDJHPHQWJXLGHOLQHVDQG
IUDPHZRUNV

7KH%XVLQHVV&HQWUH0RGHOGHDOVZLWKHDFKIXQFWLRQHTXLWDEO\DQGSURYLGHVIRUWKH
GHOLYHU\RIRSHUDWLRQDOVHUYLFHVRQDUHJLRQDOEDVLVXQGHUSLQQHGE\FRUSRUDWH
IXQFWLRQV IRUGLVFXVVLRQZLWKWKH%RDUG 

*RYHUQDQFHLQ3UDFWLFH


)RXUPDLQFRUSRUDWHSULRULWLHVKDYHEHHQGHILQHG



+RZHYHUFROOHFWLYHPDQDJHPHQWRIWKHVHFRXOGUDSLGO\EHFRPHRYHUZKHOPLQJDQG
H[FHVVLYHO\FRPSOH[±SODFLQJDFKLHYHPHQWRIDLPVDWULVN





7KHµEXVLQHVVFHQWUH¶DSSURDFKSURYLGHVDIUDPHZRUNZLWKLQZKLFKWKHGHFLVLRQV
QHHGHGIRUHDFKRIRXUIRXUPDLQWKHPHVFDQEHDGGUHVVHGHLWKHUZLWKLQµVFKHPHVRI
GHOHJDWLRQ¶RUUHFRXUVHWRWKHFRUSRUDWHFHQWUHRUERDUGDVUHTXLUHG,QSUDFWLFHWKLV
PHDQVWKDWLIDQDUHDPDQDJHUFDQFRQYLQFHWKHPVHOYHV ZLWKLQWKHLUGHOHJDWHG
DXWKRULW\ RIWKHVXFFHVVRIDVPDOOYHQWXUHWKH\VKRXOGSXUVXHLW HJUHGHFRUDWLRQRI
DFRPPRQDUHD /DUJHULQYHVWPHQWVZRXOGUHTXLUHDEXVLQHVVFDVHWREHFRQVLGHUHG




&ULWLFDOVXFFHVVIDFWRUVLQFOXGHORFDOO\GHOHJDWHGDFFRXQWDELOLW\DQGUHVSRQVLELOLW\
XQGHUSLQQHGE\VWUXFWXUHGFRUSRUDWHDSSURDFKHVWRJRYHUQDQFHULVNDQGILQDQFLDO
PDQDJHPHQW



)RUH[DPSOHWKHVWUDWHJLFWKHPHRIµ0DLQWDLQFXUUHQWVWRFNDQGVHUYLFHV¶LVFRQWDLQHG
ZLWKLQWKHEXVLQHVVFHQWUHVRI$EEH\ILHOG&DUH2SWLRQVVRLWPDNHVVHQVHWRGHOHJDWH
WKHREMHFWLYHVWRWKDWFRPSRQHQWRIWKHZLGHUJURXS



/LNHZLVHµ,QYHVWLQQHZKRPHVDQGORFDOFRPPXQLWLHV¶LVODUJHO\WKHSURYLQFHRI
VHUYLFHVGHOLYHUHGZLWKLQWKH5HWLUHPHQW/LYLQJZRUNVWUHDPVRWKHREMHFWLYHVUHODWLQJ
WRQHZUHQWDOVDUHDVVLJQHGWKHUH7KLVDOORZVIRUIOH[LELOLW\DURXQGVWUXFWXUHEXW
PDLQWDLQLQJWKHRYHUDOOFRQFHSW



:KLOHWKLVJLYHVDIUDPHZRUNWRH[SORUHWKRVHWDVNVZKLFKDUHQHHGHGWRGHOLYHU
DJDLQVWDJUHHGRXWFRPHVWKHDSSURDFKLVVRPHZKDWLQWURVSHFWLYH:KLOH%RDUG
PDLQWDLQVDQLQWHUHVWLQDQGXOWLPDWHUHVSRQVLELOLW\IRUWKHSURFHVVWKH\KROGDPRUH
LPSRUWDQWUROHLQFRQVLGHULQJLIWKHRXWFRPHVDUHFRQVLVWHQWZLWKZKDWWKH%RDUGZDQW
WRDFKLHYHIRU$6/

.H\$FWLRQV


6XSSRUWGHYHORSPHQWRILQWHUOLQNHGEXVLQHVVSODQVIRUFXUUHQWDVVHWV
RXWUHDFKVHUYLFHVDQGQHZGHYHORSPHQWV





'HYHORSDQGDJUHHEXVLQHVVFHQWUHLQYHVWPHQWFDVHDSSURDFK±HVWDEOLVK
SDULW\EHWZHHQFHQWUHVIRUWKLVWREHHIIHFWLYH



&RQVLGHUEDODQFHGVFRUHFDUGDSSURDFKWRSHUIRUPDQFHPDQDJHPHQW±HJ
SUHVHQWLQJKRXVHOHYHOFRVWEHQHILWDVVHVVPHQWDQGDGGUHVVPDUJLQVDQG
HIILFLHQF\SHUKRXVH&RQVLGHUFRVWVYVTXDOLW\ZLWKUHVSHFWWRDYHUDJH
UHJLRQDORUQDWLRQDO 



3XUVXHDJJUHJDWLRQRIPDUJLQDOJDLQV VXSSRUWHGE\UHLQIRUFLQJPDQDJHPHQW
SUHURJDWLYHWRGHOLYHUDQGUHSRUW 



3XUVXHIXQGLQJH[SHUWLVHRSWLRQVZLWK,ULV0XUGRFK&HQWUH6FRWWLVK
(QWHUSULVH&KDPEHURI&RPPHUFH



&RQFOXGHGLVSRVDOVDQGDGGUHVVUHTXLUHPHQWVIRURSHUDWLRQDOUHVHUYHV



([DPLQHRXWVRXUFHGDQGUHFXUULQJFRVWV $LPGHILFLW NLQ 
 ,7XQGHUUHYLHZE\6&92
 5HSDLUVVHUYLFHXQGHUUHYLHZE\$VVHW0DQDJHU
 &RQVLGHUDWLRQRISDUWWLPH)'



([SORUHWUDQVIRUPDWLRQDORSWLRQV
 ,VRODWHEXGJHWFRPSRQHQWV LQUHODWLRQWRKHDGLQJVFXUUHQWFHQWUHV
QHZDVVHWVDQGQHZVHUYLFHV 
 5HYLHZSURFXUHPHQWHIILFLHQFLHV±ORFDOSURYLGHUVIRUUHSDLUVHWF
 &RUSRUDWHFHQWUHUHTXLUHGWRGHPRQVWUDWHYDOXHDQGFRQVLGHURSWLRQV
WRGHFHQWUDOLVHIXQFWLRQV



5LVNPDQDJHPHQWDQGILQDQFLDOSURELW\



$QDO\VHWKHUHJXODWRU\LPSDFWVDQGLPSOLFDWLRQVWRHYDOXDWHFKRLFHEHWZHHQ
XQLWDU\JURXSDQGDUP¶VOHQJWKVWUXFWXUHV





3ODQQLQJ&RQVLGHUDWLRQV



7KH$6/%RDUGZLVKWRSXUVXHDGHYHORSPHQWOHGDSSURDFKWREXVLQHVVUHFRYHU\
ZKLFKFRQVHTXHQWO\OHDGVWRDFRPSOH[SURJUDPPHRIZRUNRYHUWKHFRPLQJPRQWKV
$6/ZLOOPDQDJHWKHVHDFWLYLWLHVRQDSRUWIROLREDVLVIRUH[DPSOHVRPHHOHPHQWVRI
DFWLYLW\ZLOORSHUDWHLQDZD\WKDWFURVVVXEVLGLVHVRWKHUVDQGWKHEDODQFHRIDFWLYLWLHV
ZLOOFKDQJHRYHUWLPHHJDVDVVHWVGUDZWRWKHHQGRIWKHLUQDWXUDOOLIH



7KLVGRFXPHQWLGHQWLILHVDZLGHUDQJHRIDUHDVZKHUHIXUWKHUZRUNLVUHTXLUHGWRHQDFW
WKHVWUDWHJ\WKDWLVVHWRXW
7KHVHLQFOXGH


$JUHHJRYHUQDQFHDQGSDUWQHUVKLSIUDPHZRUNVILQDQFLDORYHUVLJKWDQG
FRQWURO



)XUWKHUGHYHORSEXVLQHVVPRGHOVIRURXWUHDFKVHUYLFHV



,GHQWLI\DQGGHYHORSEXVLQHVVPRGHOVIRUPHHWLQJH[LVWLQJDQGIXWXUH
ZRUNIRUFHDQGSURIHVVLRQDOGHYHORSPHQWQHHGV



5LVNPDQDJHPHQW



3XEOLFFRQVXOWDWLRQDQGPDUNHWLQJ



,GHQWLI\DQGGHILQHKRZZHPLJKWDSSURDFKNH\SDUWQHUVVWDNHKROGHUVWR
XQGHUVWDQGWKHLUUROHUHTXLUHPHQWV



$QDO\VHWKHUHJXODWRU\LPSDFWVDQGLPSOLFDWLRQVWRHYDOXDWHFKRLFHEHWZHHQ
FKDULWDEOHDFWLYLW\DQGVXEVLGLDU\RSWLRQV



&RQVWUXFWDQLQLWLDOILQDQFLDORYHUYLHZLQFOXGLQJLGHQWLI\LQJFDSLWDO
UHTXLUHPHQWVIXQGLQJVRXUFHVLQFRPHH[SHQGLWXUHNH\ULVNVDQG
PLWLJDWLRQV



7KHSURFHVVRIHQDFWLQJWKHZLGHUVWUDWHJLFDLPVZLOOPDNHVXEVWDQWLDOGHPDQGVRQWKH
FDSDFLW\RI$6/ERWKLQVLPSOHWHUPVRISODQQLQJDQGGHOLYHU\FDSDFLW\DQGDOVRLQWKH
GHJUHHRIFRPSOH[LW\SUHVHQWHGE\WKHVWUDWHJ\,QSDUWLFXODULWDQWLFLSDWHGWKDWWKHUH
ZLOOEHGHPDQGVSODFHGLQUHODWLRQWRWKHQHHGIRUZLGHUFRPPHUFLDODFXPHQWKDQKDV
KLVWRULFDOO\EHHQWKHFDVHLQRUGHUWRDGGUHVVWKHGHPDQGVRISDUWQHUVKLSZRUNLQJZLWK
GHYHORSHUVDQGGHOLYHU\SDUWQHUV6LPLODUO\WKHQHHGWRDGGUHVVWKHTXDOLW\RIVHUYLFH
GHPDQGHGE\HJKLJKQHWZRUWKLQGLYLGXDOVDQGFKDQJHVWRWKHPRGHOVRIVHUYLFH
SURYLVLRQRXWOLQHGKHUHZLOOEHGHPDQGLQJ)URPDPDQDJHPHQWSHUVSHFWLYHFDUHIXO
PDQDJHPHQWRIULVNDQGWKHPHFKDQLVPVRIRUJDQLVDWLRQDOFKDQJHZLOOEHGHPDQGLQJ



7RDGGUHVVWKHVHFKDOOHQJHVDVWUXFWXUHGDQGFRRUGLQDWHGDSSURDFKZLOOEHQHHGHG
FRPPHQFLQJZLWKWKHGHYHORSPHQWRIDQDFWLRQSODQWRDGGUHVVWKHDLPVDQGLVVXHV
VHWRXWLQWKLVGRFXPHQW7KHDFWLRQSODQLVVHWRXWDW$SSHQGL[ZLWKDYLVXDO
UHSUHVHQWDWLRQRIWKHVHDFWLYLWLHVFRQWULEXWLRQWRWKH$6/¶VYLVLRQVHWRXWEHORZDQG
SURJUDPPHSODQQLQJVHWRXWLQ$SSHQGL[




&RQWULEXWLRQWR6WUDWHJLF$LPV



 ,GHQWLILFDWLRQDQG0DQDJHPHQWRI5LVN


7KHSURFHVVRIHQDFWLQJWKHZLGHUVWUDWHJLFDLPVZLOOPDNHVXEVWDQWLDOGHPDQGVRQWKH
FDSDFLW\RI$6/ERWKLQVLPSOHWHUPVRISODQQLQJDQGGHOLYHU\FDSDFLW\DQGLQWKH
GHJUHHRIFRPSOH[LW\SUHVHQWHGE\WKHVWUDWHJ\7KHQHHGWRDGGUHVVWKHTXDOLW\RI
VHUYLFHGHPDQGHGE\HJKLJKQHWZRUWKLQGLYLGXDOVDQGFKDQJHVWRWKHPRGHOVRI
VHUYLFHSURYLVLRQRXWOLQHGKHUHZLOOEHGHPDQGLQJ)URPDPDQDJHPHQWSHUVSHFWLYH
FDUHIXOPDQDJHPHQWRIULVNDQGWKHPHFKDQLVPVRIRUJDQLVDWLRQDOFKDQJHZLOOEH
GHPDQGLQJ



5LVNVZLOOEHHYDOXDWHGVHSDUDWHO\LQUHODWLRQWRFRQVHTXHQFHDQGOLNHOLKRRGDQGVFRUHG
EHWZHHQ ORZ DQG KLJK &RPELQHGVFRUHVRIDUHGHHPHGµORZULVN¶
EHWZHHQDUHµPHGLXPULVN¶DQGEHWZHHQDUHµKLJKULVN¶



7KH6HQLRU0DQDJHPHQW7HDPDQG$XGLW&RPPLWWHHZLOOUHYLHZULVNVRQDWLPHO\
EDVLVDQGGHYHORSDSSURSULDWHPLWLJDWLRQDQGWUHDWPHQWV0DQDJHPHQWDSSURDFKHV
IRUVLJQLILFDQWULVNV LHWKRVHGHHPHGµKLJKULVN¶ ZLOOEHUHSRUWHGWRWKH%RDUG



$QRSHQLQJULVNORJLVSURYLGHGEHORZ

5LVN
1R



6HUYLFH

$OO

5LVN'HVFULSWLRQ

3URMHFWEHFRPHV
XQDIIRUGDEOH



&DSDFLW\SODQQLQJXVHG
DVWKHEDVLVWRIRUPXODWH
5HW/LYLQJ WKHSURSRVHGVHUYLFH
2XWUHDFK PRGHOLVLQDFFXUDWH HJ
SHUVXDVLRQQHHGHGIRU
EDE\ERRPHUVWRUHQW 



7KHVDOHSURFHHGVIURP
GLVSRVDORIVXUSOXVDVVHWV
FDQQRWEHXVHGWRVXSSRUW
5HW/LYLQJ WKLVVFKHPHRUWKH
SURFHHGVDUHLQVLJQLILFDQW
WRWKHIXQGLQJRIWKH
VFKHPH



6WDNHKROGHUSXEOLF
H[SHFWDWLRQVDUHXQGXO\
UDLVHGIROORZLQJ
5HW/LYLQJ
DQQRXQFHPHQWRIWKH
2XWUHDFK
SUHIHUUHGZD\IRUZDUG
SULRUWRIRUPDODSSURYDORI
WKHSURMHFW

&RQVHTXHQFH









/LNHOLKRRG

5LVN
/HYHO

3URSRVHG0LWLJDWLRQ



3UHSDUHLQGLFDWLYHFRVWVDWDQ
HDUO\VWDJHLQWKHSURMHFWDQG
FRQILUPH[SHFWHGFRQWULEXWLRQ
IURPRUJDQLVDWLRQDQGWKHLU
0HGLXP
IXQGLQJSDUWQHUV7KHQ
SUHSDUHPRUHGHWDLOHG
FRVWLQJVDVWKHSURMHFW
FRQWLQXHV



'HWDLOHGZRUNKDVDOUHDG\
EHHQFDUULHGRXWRQWKH
FDSDFLW\SODQQLQJPRGHOEXW
WKLVVKRXOGEHUHJXODUO\
0HGLXP
UHYLHZHGDQGVHQVLWLYLW\
WHVWHGWRHQVXUHWKDWLW
UHPDLQVFRQVLVWHQWZLWKWKH
GHYHORSLQJVFKHPH



$QDVVHVVPHQWRIODQGYDOXH
ZLOOEHIDFWRUHGLQWR
DSSURSULDWHFRVWFDOFXODWLRQV
0HGLXP $OWHUQDWLYHO\DQDVVHVVPHQW
QHHGVWREHPDGHUHZKHWKHU
WKHVFKHPHUHPDLQVYLDEOH
ZLWKRXWWKLVIXQGLQJ



&RQILUPZKDWSURFHVVQHHGV
WREHIROORZHGSULRUWR
FRPPHQFHPHQWRIPDUNHWLQJ
DFWLYLW\ GLVDSSRLQWPHQWIURP
ODFNRIVHUYLFHLVQRWDQ$6/
ULVN 

/RZ



3XEOLFSHUFHSWLRQZLOOVWLOO
QHHGWREHPDQDJHGWKURXJK
DSSURSULDWHPDUNHWLQJ,WDOVR
QHHGVWRPDNHLWYHU\FOHDU
WKDWWKLVSURMHFWLVIRUWKH
EHQHILWRIWKHZLGHU
FRPPXQLW\DQGRXWUHDFK
VHUYLFHVZLOODGGUHVVWKHLU
QHHGV



2XWUHDFK

7KHORFDOFRPPXQLW\
FRQVLGHUWKHGHYHORSPHQW
RID FORVHGVKRS DQG
RQO\IRUWKRVHUHVLGLQJ
ZLWKLQWKHQHZUHVLGHQWLDO
KRXVLQJFRPPXQLW\







,WEHFRPHVGLIILFXOWWR
$6/&DUH LGHQWLI\TXDQWLI\DQG
UHFUXLWIRUZRUNIRUFHDQG
2XWUHDFK SURIHVVLRQDOGHYHORSPHQW
QHHGV





7KLVQHHGVWREHEXLOWLQWRWKH
0HGLXP SURMHFWZRUNSODQE\WKH
VXEVLGLDU\



'HOD\VLQLPSOHPHQWDWLRQ
RISDUWVRIWKHSURMHFW
5HW/LYLQJ
PHDQWKDWWKHIXOOVHUYLFH
2XWUHDFK
PRGHOFDQQRWEH
LPSOHPHQWHG





2QFHWKHSUHIHUUHGZD\
IRUZDUGLVFRQILUPHGWKHQD
GHWDLOHGSURJUDPPHIRU
0HGLXP LPSOHPHQWDWLRQQHHGVWREH
GHYHORSHG7KHVWUDWHJ\
WRZDUGVLPSOHPHQWLQJWKH
VHUYLFHPRGHOFDQWKHQEHJLQ



7KHGHVLJQRIDQ\QHZ
5HW/LYLQJ IDFLOLWLHVGRHVQRWPHHW
ZLWKH[SHFWDWLRQV





/RZ

)LQDOLVDWLRQRIUHTXLUHPHQWV
YLDGHVLJQEULHIDQG
GLVFXVVLRQZLWKGHYHORSHU



3ODQQLQJUHVWULFWLRQVGR
QRWDOORZWKHIXOO
5HW/LYLQJ
GHYHORSPHQWRIWKH
DFFRPPRGDWLRQSODQQHG





/RZ

0LWLJDWHGE\H[LVWLQJSODQQLQJ
FRQVHQWVKHOGE\WKH
GHYHORSHU



)LQDQFLDOSODQVGRQRW
DSSURSULDWHO\FRQVLGHU
DQGUHIOHFWRQWKH9$7
5HW/LYLQJ
DQG/%77LPSOLFDWLRQV
EHWZHHQFKDULW\DQG
GHOLYHU\RUJDQLVDWLRQ



3URFXUHPHQWDQG
FRQWUDFWXDOULVNVLQKHUHQW
5HW/LYLQJ
LQWKHHVWDEOLVKPHQWRIWKH
QHZKRPHV



)DLOXUHWRLGHQWLI\YLDEOH
VHUYLFHPL[
HJVHUYLFHVGRQ WILWZLWK
WUHQGWRSHUVRQDOLVDWLRQ 

2XWUHDFK

([SHQGLWXUHQRWPDWFKHG
E\LQFRPH



2XWUHDFK



5HVHUYHVH[KDXVWHGRU
5HW/LYLQJ
FDVKQRWDYDLODEOHZKHQ
2XWUHDFK
QHHGHG







/RZ



(QVXUHWKDWH[SHUWVDUH
FRQVXOWHGZKHQFRQVLGHULQJ
0HGLXP WKHILQDQFLDODIIRUGDELOLW\
LPSOLFDWLRQVRIWKHSUHIHUUHG
RSWLRQ



(DUO\LQYROYHPHQWRIVXSSOLHUV
ZLOOPLQLPLVHWKLVULVNDQG
HQVXUHWKHULJKWEDODQFHRI
0HGLXP ULVNWUDQVIHUEHWZHHQSDUWLHV
7KLVLVIXUWKHUPLWLJDWHGE\
FRPPRGLW\KRXVHSXUFKDVH
UDWKHUWKDQGHYHORSPHQW



0HGLXP

'HYHORSDQGWHVWQHZPRGHOV
RIVHUYLFHEDVHGRQPDUNHW
DQDO\VLVFXVWRPHUSURILOLQJ
DQGILQDQFLDODSSUDLVDO





+LJK

3UHSDUHGEDODQFHUHYHQXH
EXGJHW&DUHQHHGHGWR
UHYLHZILQDQFLDOIRUHFDVWVDV
GHWDLOHGLPSOHPHQWDWLRQSODQV
HPHUJHIURPVXEVLGLDU\





+LJK

0RQLWRUDQGPDQDJH&DVK
)ORZFRQWLQXHQHJRWLDWLRQ
ZLWKEDQNV







$OO

)DLOXUHWRLPSURYH&,
JUDGLQJV'URSRIILQ
UHVLGHQWVDWLVIDFWLRQ

$6/&DUH 9RLGVH[FHHGWDUJHW





0HGLXP

+RXVLQJVXSSRUWDQGVHUYLFH
LPSURYHPHQWSODQ





+LJK

3ODQIRUSURPRWLRQ 0DUNHWLQJ
SODQ VWRFNDQGVHUYLFH
LPSURYHPHQWV 5HPRGHOOLQJ
RIVWRFNDQGVHUYLFHV 



$OO

0DQDJHPHQWDQGVWDII
GLVHQJDJHGIURP
WUDQVLWLRQ





0HGLXP

,QWHUQDOFRPPXQLFDWLRQVSODQ



$OO

/DFNRIORVVRINH\VNLOOV
DQGNQRZOHGJHUHTXLUHG





0HGLXP

6XFFHVVLRQSODQVIRUVWDIIDW
DOOOHYHOV



$OO

,QDGHTXDWHEXVLQHVV
V\VWHPVDQGSURFHVVHV





+LJK

8QGHUWDNH%XVLQHVV
,PSURYHPHQW3ODQQLQJ



$OO

,QDSSURSULDWHXQVDIHRU
XQDXWKRULVHGGHFLVLRQV
PDGHE\VWDII





/RZ

5HYLHZSROLFLHVRQUROOLQJ
WKUHH\HDUEDVLV
,QYHVWPHQWLQDQGGHOLYHU\RI
UROOLQJSURJUDPPHRIWUDLQLQJ
DQGGHYHORSPHQW



$OO

/RVVRIFRQWURORYHU
SURJUHVVRI6WUDWHJLF3ODQ





/RZ

4XDUWHUO\UHYLHZRISURJUHVV
DJDLQVWTXDOLWDWLYHDQG
TXDQWLWDWLYH.3,VE\%RDUG



$6/&DUH )DLOXUHRIEXLOGLQJIDEULF
5HW/LYLQJ XQILWQHVVIRUSXUSRVH





0HGLXP

5HJXODUVWRFNFRQGLWLRQ
VXUYH\DQGSODQQHG
PDLQWHQDQFHSURJUDPPH



5HW/LYLQJ 6LJQLILFDQWLQFUHDVHLQ
2XWUHDFK UHJXODWRU\EXUGHQYLD
$6/&DUH 6+5&,HWF





/RZ

3RVVLEO\FRQVLGHU
GHUHJLVWUDWLRQIURP6+5





0HGLXP

(YROYLQJQDWXUHRIPRGHO
EDVHGRQVPDOOVFDOH
LQWURGXFWLRQ





/RZ

(YROYLQJQDWXUHRIPRGHO
EDVHGRQVPDOOVFDOH
LQWURGXFWLRQ





0HGLXP

5HYLVHGJRYHUQDQFH
DUUDQJHPHQWVLQWHQGHGWR
DGGUHVVWKLV

0HGLXP

'HYHORSRSWLRQVWKDWDOORZ
FRQWUROOHGUHWUHDWIURPQHZ
VHUYLFHVDQGSURWHFWH[LVWLQJ
EXVLQHVV



2XWUHDFK

0RGHORUQDWXUHRIVHUYLFH
GHOLYHU\DQGDVVRFLDWHG
FRVWVQRW\HWSODQQHGLQ
GHWDLO



2XWUHDFK

6WDIILQJDUUDQJHPHQWVQRW
\HWFRQVLGHUHG



,PSDFWRQ$6/FRUSRUDWH
5HW/LYLQJ
UHVRXUFHVQRW\HW
2XWUHDFK
GHWHUPLQHG



3ODQVIRUUHWUHDWIURP
5HW/LYLQJ
VHUYLFHVDUHQRWDYDLODEOH
2XWUHDFK
DIIRUGDEOHRUHIIHFWLYH












)LQDQFLDO3ODQDQG)RUHFDVW
)LQDQFLDO3URMHFWLRQVFRYHULQJD\HDUSHULRGDUHSURYLGHGDW$SSHQGL[7KH\
SUHVHQWDFRQVROLGDWLRQRI


SURMHFWHGGUDIW%XGJHWIRUH[LVWLQJVHUYLFHVWRWKH\HDUHQGLQJVW0DUFK




$FDXWLRXVILQDQFLDOPRGHOIRUWKHRXWUHDFKVHUYLFHV



$ILQDQFLDOPRGHOIRUUHWLUHPHQWKRXVLQJEDVHGRQILYHEXQJDORZV

7KHSURMHFWLRQVVKRZDQLPSURYHPHQWLQWUDGLQJIURP\HDUILYHDQGDKHDOWK\FDVK
SRVLWLRQRYHUWKHIXOO\HDUSHULRG7KHIROORZLQJQDUUDWLYHH[SODLQVRXUDVVXPSWLRQV
VHQVLWLYLW\DQDO\VLVDQGWKHLPSDFWVRIWKHSURMHFWLRQV

$VVXPSWLRQV


,QFRQVWUXFWLQJWKHILQDQFLDOPRGHOVVHYHUDODVVXPSWLRQVKDYHEHHQPDGH
&ORVXUHVDQGVDOHRIFORVHGKRXVHV


1RIXUWKHUFORVXUHVEH\RQGWKHWHQDQWHGWUDQVIHURI%ODFN,VOHKRXVHDUH
SURMHFWHGLQWKH3ODQSHULRG7KHPDLQSURJUDPPHRIFORVXUHVLVQRZ
FRPSOHWH



)LYHHPSW\SURSHUWLHVZLOOEHGLVSRVHGRIRYHUDQG
2IIHUVKDYHEHHQUHFHLYHGLQUHVSHFWRIDOOHPSW\SURSHUWLHV

9RLGV


9RLGUHQWDOORVVRIKDVEHHQDVVXPHGDVDQDYHUDJHDFURVVDOO
SURSHUWLHVEDVHGRQSHUIRUPDQFHLQUHWDLQHGKRXVHVRYHUWKHEXONRI

2YHUKHDGV


7KHSODQVGRQRWLQFOXGHIRUWKHVFRSHSHUFHLYHGIRUDOLPLWHGUHGXFWLRQLQ
RYHUKHDGVDVPHQWLRQHGLQWKH3ODQ

1HZGHYHORSPHQW


1RIXUWKHULQYHVWPHQWIURPUHVHUYHVEH\RQGWKHUHWLUHPHQWEXQJDORZVLV
DVVXPHG

6HQVLWLYLW\$QDO\VLV




7KHILQDQFLDOSURMHFWLRQVKDYHEHHQVXEMHFWHGWRVHQVLWLYLW\DQDO\VLVFRPSULVLQJ


$QLQFUHDVHLQYRLGUHQWDOORVVWR H[LVWLQJSURSHUWLHV DQG



DUHGXFWLRQLQSURMHFWHGGHPDQGIRURXWUHDFKVHUYLFHV

7KHFRPELQHGHIIHFWLVDUHGXFWLRQLQFDVKEDODQFHWRMXVWRYHU PLQ<HDUV
ZKLFKLVVXVWDLQDEOH$6/ZLOOFRQWLQXHWRPRQLWRUYRLGVYHU\FORVHO\DQGWDNHHDUO\
DFWLRQWRUHFWLI\UHVHUYLQJWKHRSWLRQRIFORVXUHDQGDFRUUHVSRQGLQJUHGXFWLRQLQ
RYHUKHDGVKRXOGWKLVKDSSHQ7DNHXSRIRXWUHDFKVHUYLFHVKDVEHHQFDUHIXOO\



HVWLPDWHGDQGZLOOEHWHVWHGSULRUWRODXQFKWRGHWHUPLQHWKHSKDVLQJLQZLWKWKHILQDO
RSWLRQRIUHWUHDWIURPWKLVEXVLQHVVGLUHFWLRQDVQHFHVVDU\
,PSDFW


2YHUDOOWKHLPSDFWRIWKHPRGHOLQIOXHQFHVSRVLWLYHO\WKHILQDQFLDOSRVLWLRQDQGIXWXUH
VXVWDLQDELOLW\RI$6/
6XVWDLQDELOLW\


7KHSURMHFWLRQVVKRZWKH$6/³JURXS´FRQWLQXHVWREHORVVPDNLQJIRU\HDUV
±WKDWORVVEHLQJFRQWULEXWHGE\WKHWUDGLQJGHILFLWVVXVWDLQHGE\WKHH[LVWLQJ
EXVLQHVVPRGHOIRUDQH[WHQGHGSHULRG



7KHQHZRXWUHDFKVHUYLFHUHTXLUHVXSIURQWLQYHVWPHQWLQPDUNHWLQJDQG
UHFUXLWPHQW±EHFRPLQJVHOIVXSSRUWLQJE\<HDU



7KHUHWLUHPHQWUHQWDOEXVLQHVVLVSURILWDEOHIURP<HDURQ



7KLVVXSSRUWV$6/¶VSODQWRPRYHWRDQHFRQRPLFEXVLQHVVPRGHO7KLVPRYH
ZLOOEHWHVWHGRYHUWKH3ODQSHULRG

&DVKUHVHUYHV


7KHORZHVWFDVKEDODQFHLVSURMHFWHGIRU<HDUDW 7KLVLV
FRQVLGHUHGDGHTXDWHWRPHHWXQH[SHFWHGPDMRUUHSDLUVDOORZIRUOLPLWHG
UHLQYHVWPHQWLQH[LVWLQJSURSHUW\DQGVHUYLFHVDQGDVDVL]HDEOHEXIIHUIRU
XQDQWLFLSDWHGULVN

$IIRUGDELOLW\


6LQFHWKHPDMRUUHQWVUHYLHZXQGHUWDNHQLQ$6/KDVFKDUJHGWKH
PLQLPXPUHTXLUHGWRPDLQWDLQSURSHUWLHVDQGVHUYLFHVGHOLYHUHGXQGHUWKH
XQLTXH$EEH\ILHOGVKDUHGOLYLQJPRGHO6LQFHWKHQYRLGUHQWDOORVVSHU
+RXVHKDVVWHDGLO\LPSURYHGRQDYHUDJH3ROLF\LVWRLQFUHDVHUHQWVE\53,
VXEMHFWWRWHQDQWIHHGEDFNDQGWKLVLVUHIOHFWHGLQWKHSURMHFWLRQV



5HWLUHPHQWUHQWDOVDVVXPSWLRQLVRILQIODWLRQ$QDVVXPSWLRQRIUHQWDO
SFPSHUEHGPRGHUQEXQJDORZLQSUHVWLJLRXVSRVWFRGHKDVEHHQ
PDGHDQGZLOOEHNHSWXQGHUUHYLHZ



2XWUHDFKVHUYLFHVZLOOEHFKDUJHGDWFRVW

'HEW


$6/FDUULHVQRGHEWDQGZLOOFRQVLGHUWKHVFRSHIRUDQ\ERUURZLQJLQOLQHZLWK
SUXGHQFHDIIRUGDELOLW\DQGVXVWDLQDELOLW\



7KHWUXVWHHVZLOOFRQVLGHUWKHORDQRIZRUNLQJFDSLWDOWRWKHSURSRVHG
RXWUHDFKVHUYLFHVVXEVLGLDU\DVUHTXLUHGWRFRYHUWKHVWDUWXSFRVWV
PHQWLRQHGDERYH






,QYHVWPHQW


7KHFXUUHQWOHYHOVRIDSSUR[LPDWHO\ SODQQHGDQG F\FOLFDO
PDLQWHQDQFHKDYHSURYHGVXIILFLHQWIRUHDFK$EEH\ILHOG+RXVH\HDURQ\HDU
DQGZLOOEHNHSWXQGHUUHYLHZ



$VVHWPDQDJHPHQWLVZHOOLQWHJUDWHGLQWRWKHEXVLQHVVSODQQLQJRI$6/$
IXUWKHUVWRFNFRQGLWLRQVXUYH\ZLOOEHFRPPLVVLRQHGLQ0LQLPDO
LQYHVWPHQWZLOOEHUHTXLUHGWRPHHWWKHUHTXLUHPHQWVRI((66+

SeUYLFHGHOLYHU\SHUIRUPDQFHDQGHIILFLHQF\


6HUYLFHGHOLYHU\KDVEHHQPDLQWDLQHGWKURXJKDSHULRGRIFRQVLGHUDEOHFKDQJH WKH
FRQVROLGDWLRQRIH[LVWLQJKRXVLQJVWRFN ,QGHHGWKH&DUH,QVSHFWRUDWHKDVUHFRJQLVHG
WKHLPSURYHPHQWVLQWKHTXDOLW\RIFDUHDQGVXSHUYLVLRQ7KLVLVVXSSRUWHGE\WKH
ZLQQLQJRIVHYHUDOQDWLRQDODZDUGVEDVHGRQWHQDQWIHHGEDFN



7KH3ODQRXWOLQHVSURSRVDOWRDFKLHYHIXUWKHUHIILFLHQF\LQFRUSRUDWHVHUYLFHVDQGWKH
OHDGEHLQJWDNHQE\WKHQHZ$UHD7HDPLQFRQWUROOLQJFRVWVDW+RXVHOHYHO



&RPSDULVRQVZLWKSHHUVDUHGLIILFXOWGXHWRWKHXQLTXHQDWXUHRIWKH$EEH\ILHOG+RXVH
PRGHODQGWKHVL]HRI$6/UHODWLYHWRLWVSDQ6FRWODQGVWRFN'HVSLWHWKLVDQGLQRUGHU
WREHQFKPDUNRXUSURFHVVHVDQGSHUIRUPDQFHEHWWHU$6/KDYHUHFHQWO\MRLQHGDPDMRU
EHQFKPDUNLQJRUJDQLVDWLRQ6FRWODQG¶V+RXVLQJ1HWZRUN 6+1 $6/LVDOVR
FRPPLWWHGWRFRRSHUDWLRQZLWKSHHUDVVHVVPHQWZLWKLQWKH$EEH\ILHOGPRYHPHQW
WKURXJKWKH$EEH\ILHOG&RUH6WDQGDUG





/LVWRI$SSHQGLFHV

$SSHQGL[6WUDWHJLF'HOLYHU\3ODQ
$SSHQGL[2XWOLQH3URJUDPPH3ODQ
$SSHQGL[$EEH\ILHOG6FRWODQG9LVLRQ'HYHORSLQJVXVWDLQDEOHVHUYLFHV
$SSHQGL[&RQVROLGDWHG)LQDQFLDO3URMHFWLRQV



WWE/yϯ







Abbeyfield Scotland
9LVLRQ
'HYHORSLQJVXVWDLQDEOHVHUYLFHV









'RFXPHQW0HWDGDWD
Date
7LWOH
$XWKRU
&RQWULEXWRUV
9HUVLRQ
6WDWXV

QG-DQXDU\


7KRPDV'RGG
.DUHQ%DUU'HUULFN7KRPVRQ


$SSURYHGE\%RDUG

7KHDLPRIWKLVGRFXPHQWLVWRVHWRXWWKHDLPVDQGDPELWLRQVDORQJZLWKWKHFRPSRVLWLRQ
DQGSK\VLFDOIRUPIRUGHYHORSPHQWVE\$EEH\ILHOG6FRWODQG/LPLWHGLQUHODWLRQWRVXVWDLQDEOH
EXVLQHVVGHYHORSPHQWVEHWZHHQQRZDQG
&RQWHQWV
6HFWLRQ±$EEH\ILHOG¶V$LPVDQG$PELWLRQV


$EEH\ILHOG6FRWODQG/LPLWHG



2YHUYLHZORQJWHUPYLVLRQDQGµPLVVLRQ¶



:KHUHDQG:KRRXUOLNHO\FXVWRPHUVDUH



:KDWRXUFXVWRPHUVZDQW±HYLGHQFHIURPPDUNHWWHVWLQJ



&ODULI\LQJ2EMHFWLYHVDQG0HGLXP7HUP*RDOV



'HILQLQJWKHIXWXUHµORRNDQGIHHO¶RI$EEH\ILHOG



$SSUDLVLQJDQGGHILQLQJIXWXUHVHUYLFHRSWLRQV



([DPLQDWLRQRIKRXVLQJPDUNHWRSSRUWXQLWLHV

6HFWLRQ$&DULQJ&RPPXQLW\LQWKH+HDUWRI$EHUGHHQ


%DFNJURXQGDQG&RQWH[W



1DWLRQDO3ROLF\&RQWH[W



$Q8QGHUSLQQLQJ3KLORVRSK\



&DSDFLW\



0DQDJHPHQWRIWKH'HYHORSPHQW



0DQDJHPHQWRI&DUH6HUYLFHV



2XWUHDFK6HUYLFHV

6HFWLRQ±3UDFWLFDO&RQVLGHUDWLRQV


1H[W6WHSV



,GHQWLILFDWLRQDQG0DQDJHPHQWRI5LVN



6HFWLRQ±$EEH\ILHOG¶V$LPVDQG$PELWLRQV


$EEH\ILHOG6FRWODQG/LPLWHG



$EEH\ILHOG6FRWODQG/LPLWHG $6/KWWSZZZDEEH\ILHOGVFRWODQGFRP ZDVIRUPHG
LQDOWKRXJKWKHKLVWRU\RIWKH$EEH\ILHOGPRYHPHQWLVPXFKORQJHU
5HJLVWHUHGDVD&KDULW\DVRFLDOODQGORUGDQGZLWKWKH&DUH,QVSHFWRUDWHIRUWKH
SURYLVLRQRIKRXVLQJVXSSRUWVHUYLFHVZHKDYHRSHUDWHGWKURXJKRXW6FRWODQG0RUH
UHFHQWO\SODQQHGVWRFNUHGXFWLRQKDVIRFXVVHG$6/¶VVHUYLFHVRQSURSHUWLHV



$6/SURYLGHVKRXVLQJDQGVXSSRUWIRUROGHUSHRSOHLQYDULRXVORFDWLRQVDFURVV
6FRWODQGDQGLVUHJLVWHUHG





DVDVRFLDOODQGORUGZLWK7KH6FRWWLVK+RXVLQJ5HJXODWRU



DVDFKDULW\ZLWKWKH2IILFHRIWKH6FRWWLVK&KDULWLHV5HJXODWRU



ZLWKWKH&DUH,QVSHFWRUDWHIRUWKHSURYLVLRQRIKRXVLQJVXSSRUWVHUYLFHV

(DUOLHULQ$EEH\ILHOG6FRWODQGFRPPLVVLRQHGPDUNHWUHVHDUFKLQRUGHUWR


EHWWHUXQGHUVWDQGIURPDQLQGHSHQGHQWSHUVSHFWLYHZKDWDGGLWLRQDOVXSSRUW
SHRSOHPLJKWVHHNIURPLWVVHUYLFHVERWKQRZDQGLQWKHIXWXUH



LGHQWLI\DQGHYDOXDWHUHDOLVWLFRSWLRQVIRUIXWXUHVHUYLFHDQGVXSSRUWRSWLRQV
ZLWKWKHDGYDQWDJHRIDQH[WHUQDOSHUVSHFWLYH IURPDQGLQH[LVWLQJORFDWLRQV



5HFHQWGHYHORSPHQWVLQWKH%RDUG¶VVWUDWHJ\KDYHIRFXVVHGRQWKHQHHGWRHQVXUHD
VXVWDLQDEOHIXWXUHIRUWKHRUJDQLVDWLRQLQOLJKWRIVKLIWLQJGHPRJUDSKLFVDQG
VLJQLILFDQWILQDQFLDOFKDOOHQJHV,QDGGLWLRQWKHLQWURGXFWLRQRIDGGLWLRQDOFKRLFHLQ
WKHZD\FDUHVHUYLFHVDUHPDQDJHGSUHVHQWVDQXPEHURIRSSRUWXQLWLHV



,QRUGHUIRU$6/WRXQGHUWDNHDZLGHUUDQJHRIKRXVLQJSURGXFWVDQGVHUYLFHVLQ
VXSSRUWRIWKHRQJRLQJUHJHQHUDWLRQRIWKHEXVLQHVVWKH%RDUGKDVFRQVLGHUHGWKH
YLDELOLW\RIIXWXUHRSWLRQV GHVFULEHGODWHULQWKLVGRFXPHQW 7KHHYDOXDWLRQRIWKHVH
RSWLRQVLVLQIRUPHGE\RXUORQJWHUPYLVLRQHVWDEOLVKHGYLDUHIHUHQFHWRWKHSULQFLSOHV
RIWKH$EEH\ILHOG([SHULHQFH VHH$SSHQGL[ 



7KHHWKRVXQGHUSLQQLQJIXWXUHGHYHORSPHQWZLOOEHRIFRPSDQLRQVKLSFRPSDQ\DQG
PXWXDOVXSSRUWDLPHGDWHQDEOLQJUHVLGHQWVWRDFKLHYHWKHEHVWTXDOLW\RIOLIH
FRPPHQVXUDWHZLWKWKHLUSHUVRQDOFLUFXPVWDQFHV7KHGHYHORSPHQWZLOODGGUHVV
$EEH\ILHOG¶VLQWHQWLRQVWRSURYLGHDFRPPXQLW\ZKHUHROGHUSHRSOHZLWKYDU\LQJ
OHYHOVRIQHHGFDQHQMR\DJRRGSK\VLFDODQGVRFLDOHQYLURQPHQW±KLJKTXDOLW\
KRXVLQJVHWZLWKLQZHOOPDLQWDLQHGDQGDWWUDFWLYHODQGVFDSHGHQYLURQV
FRPSOHPHQWHGE\DFFHVVWRDUDQJHRIKHDOWKFDUHVRFLDODQGOHLVXUHIDFLOLWLHV



7KLVHWKRVLVUHFRJQLVHGLQ$6/¶VFKDULWDEOHUHJLVWUDWLRQWRSURYLGHIRUWKHUHOLHIRI
WKRVHLQQHHGE\UHDVRQRIDJHLOOKHDOWKGLVDELOLW\ILQDQFLDOKDUGVKLSRURWKHU
GLVDGYDQWDJHWKURXJKWKHSURYLVLRQFRQVWUXFWLRQLPSURYHPHQWDQGPDQDJHPHQWRI
ODQGDQGDFFRPPRGDWLRQDQGWKHSURYLVLRQRIFDUH





2YHUYLHZORQJWHUPYLVLRQDQGµPLVVLRQ¶



7KLVSODQLGHQWLILHVFRUSRUDWHSULRULWLHVDQGVHWVRXWKRZZHZLOOFRQWLQXHWRSURYLGH
RXWVWDQGLQJFXVWRPHUVDWLVIDFWLRQHQVXUHRQJRLQJEXVLQHVVYLWDOLW\DQGH[DPLQH
RSWLRQVIRUVXVWDLQDEOHJURZWK

2XU0LVVLRQ
([SDQGRXUDFWLYLW\LQDVXVWDLQDEOHPDQQHULPSURYHWKHVDWLVIDFWLRQRIWKRVH
XVLQJRXUVHUYLFHVDQGEHZHOONQRZQIRURXUKLJKTXDOLW\IOH[LEOHSDFNDJHVRI
DFFRPPRGDWLRQDQGFDUH

&RUSRUDWH3ULRULWLHVIRU 

0DLQWDLQRXU
FXUUHQWVWRFN
DQGVHUYLFHV

,QYHVWLQQHZ
KRPHVDQG
ORFDO
FRPPXQLWLHV

'HOLYHU
FXVWRPHUOHG
VHUYLFHV

6WUHQJWKHQRXU
EXVLQHVV

:HZLOOGHOLYHUWKHVHE\

,QYHVWLQJLQ
KRPHVDQG
VHUYLFHV

'HYHORSLQJ
LPSURYHGDQG
PRUHHIILFLHQW
SUDFWLFHV

/LVWHQLQJWR
FXVWRPHUV
DQG
VWDNHKROGHUV

*RYHUQDQFH
DQGSURELW\

2SWLPLVLQJRXU
DVVHWV

'HYHORSLQJ
VWDIIDQG
FUHDWLQJ
RSSRUWXQLWLHV

0DLQWDLQDQG
LPSURYH
DFFUHGGLWDWLRQ

'HPRQVWUDWH
VRFLDOYDOXH

$VDUHVXOWE\ZHZLOO

(VWDEOLVKFOHDU
SODWIRUPIRU
JURZWK

2SHUDWH
HIILFLHQWO\DQG
VXVWDLQDEO\

0DLQWDLQDQG
LPSURYH
VDWLVIDFWLRQ

6HFXUHRXU
ILQDQFLDO
SRVLWLRQ




:KLOHZHZLOOEDVHRXUGHFLVLRQVRQWKHFHQWUDOYLVLRQDQGSULQFLSOHVRI$6/DVD
SURYLGHURIZHOOPDQDJHGKRXVLQJDQGDVVRFLDWHGVHUYLFHVWKHPHFKDQLVPVZHXVH
WRGRVRZLOOFKDQJHIURPDQRIIHUEDVHGRQVXSSRUWHGKRXVLQJWRDPRUHIOH[LEOH
DSSURDFKWKDWRIIHUVKLJKTXDOLW\KRXVLQJZLWKSURYLVLRQRUUHODWHGVHUYLFHVWRRXU
UHVLGHQWVDQGWKHZLGHUFRPPXQLW\2XUSODQGHYHORSVRXUFRUHVWUDWHJ\DQG
FRQVLGHUVPHFKDQLVPVE\ZKLFKRXUDLPVZLOOEHDFKLHYHG,WVNH\HOHPHQWVDUH
GHOLEHUDWHO\GLYHUVHHQVXULQJEHQHILWIRURXUFXUUHQWDQGIXWXUHFXVWRPHUVDQG



VWDNHKROGHUV6WDNHKROGHUVLQWKLVFRQWH[WLQFOXGHVSDUWQHUVLQFDUHSURYLVLRQDQG
GHYHORSHUVDVZHOODVWKRVHZKREHQHILWIURPRXUVHUYLFHV


7KHPHFKDQLVPVRIVHUYLFHGHOLYHU\ZLOOWDNHLQWRDFFRXQWLQGLYLGXDOOLIHVW\OHVDQG
DVSLUDWLRQV,QDFKDOOHQJLQJHFRQRPLFHQYLURQPHQWZHZLOOORRNWRH[SDQGRXU
VHUYLFHVWRKHOSWKRVHUHVLGHQWVZKRQHHGLWPRVW0RUHDWWUDFWLYHDQGHIIHFWLYH
VHUYLFHVFRVWVDYLQJVWKURXJKHIILFLHQFLHVDQGVRXQGILQDQFLDOPDQDJHPHQWZLOO
FROOHFWLYHO\VWUHQJWKHQRXUILQDQFLDOYLDELOLW\DQGHQVXUHDWWUDFWLYHQHVVWRIXWXUH
LQYHVWRUVDQGOHQGHUV



2XUDLPVDUHVLPSOH


PDLQWDLQRXUFXUUHQWVWRFNDQGVHUYLFHV



LQYHVWLQKRPHVDQGORFDOFRPPXQLWLHV



GHOLYHUFXVWRPHUOHGVHUYLFHVDQG



VWUHQJWKHQRXUEXVLQHVV

&RQWH[W


&KDQJHVLQWKHHFRQRP\UHJXODWLRQIXQGLQJOHJLVODWLRQDQGKRXVLQJDQGZHOIDUH
SROLF\DOOLPSDFWGLUHFWO\RQRXUSODQV7KH\DIIHFWZKHUHDQGKRZZHGHYHORSZKDW
KRPHVDQGVHUYLFHVZHSURYLGHDQGDWZKDWFRVW,QDGGLWLRQQHZWHFKQRORJ\LV
WUDQVIRUPLQJKRZRXUFXVWRPHUVDFFHVVRXUVHUYLFHVDQGHQJDJHZLWKWKHEXVLQHVV
3DUWLFXODULVVXHVLQFOXGH


ZHOIDUHUHIRUPDQGFKDQJHVWRWKHIRUPHU6XSSRUWLQJ3HRSOHUHJLPH



DQXQFHUWDLQHFRQRPLFRXWORRNDFRQWLQXHGFOLPDWHRIDXVWHULW\DQGWKHGULYH
IRUJUHDWHUHIILFLHQF\WUDQVSDUHQF\DQGFRVWFRPSDULVRQ



DQHHGIRUFURVVVXEVLG\DVDUHVXOWRIOLPLWHGUHYHQXH



UHJXODWRU\FKDQJHDQGWKHSRWHQWLDOUHJXODWRU\IUDPHZRUNDIIHFWLQJQHZ
VHUYLFHV



FKDQJLQJHPSKDVLVRQUHODWLRQVKLSVZLWKSXEOLFERGLHV /RFDO$XWKRULWLHVDQG
+HDOWK &DUH3DUWQHUVKLSV DQGQHZFRPPHUFLDOHQGHDYRXUV



$QDJHLQJSRSXODWLRQH[SHFWHGWRLQFUHDVHGHPDQGIRUDFFRPPRGDWLRQDQG
VHUYLFHV



([SHFWDWLRQVRIKLJKTXDOLW\FRVWHIIHFWLYHKRXVLQJDQGVHUYLFHV



:HZLOOH[DPLQHZD\VLQZKLFKQHZGHYHORSPHQWVFDQJHQHUDWHYDOXHWRVXSSRUW
H[LVWLQJVHUYLFHV:HZLOOH[DPLQHRXUILQDQFLDOFDSDFLW\LQFOXGLQJWKHDELOLW\WRWDNH
RQGHYHORSPHQWFRVWDQGULVNVXSIURQWDQGVRWKLV%XVLQHVV3ODQLQFOXGLQJWDUJHWV
IRUWKHQH[WILYH\HDUVLQSDUWLFXODUFDQDGGUHVVWKHVHFKDOOHQJHV



7KHQHHGVRIRXUUHVLGHQWVRIWHQUHTXLUHPXFKPRUHWKDQVLPSO\DJRRGTXDOLW\
KRPH:HZLOOFRQVLGHUSDUWQHUVKLSZRUNZLWKHJFRPPXQLW\JURXSVWRLPSURYH
DFFHVVWRKLJKTXDOLW\KRXVLQJDQGVXSSRUWVHUYLFHVDQGH[WHQVLRQRIVHUYLFHV
ORFDOO\





2XUUHVLGHQWVDGYLVHXVWKDWWKH\DUHKDSS\ZLWKWKHVHUYLFHVZHSURYLGH
VDLGWKH\ZHUHVDWLVILHGZLWKWKHRYHUDOOVHUYLFHSURYLGHGFRPSDUHGWRWKH6FRWWLVK
DYHUDJHRI



:HDFNQRZOHGJHWKHQHHGWRPDUNHWHIIHFWLYHO\LQUHODWLRQWRVHUYLFHLPSURYHPHQWV
DQGQHZGHYHORSPHQWVDVZHOODVWKHQHHGWRUHVKDSHVHUYLFHVWRUHIOHFWFKDQJLQJ
GHPDQG



)LQDOO\SURYLGLQJH[FHOOHQWTXDOLW\DQGYDOXHLVYLWDOWRRXUVWUDWHJ\HQVXULQJZH
FRQWLQXDOO\ORRNIRUHIILFLHQFLHVDQGPRUHHIIHFWLYHZD\VWRGHOLYHUVHUYLFHV



:KHUHDQG:KRRXUOLNHO\FXVWRPHUVDUH



$SDSHUH[SORULQJ³&RPSDUDWLYH*HRJUDSKLFDQG0DUNHW$QDO\VLVRIGHPDQGIRU
+RXVLQJZLWK6XSSRUWDQG5HWLUHPHQW+RXVLQJ´ZDVSUHVHQWHGWRWKH%RDUGLQ
-DQXDU\7KHPDLQILQGLQJVDWWKHWLPHZHUHWKDWWKHSRSXODWLRQFKDQJHV
IDFLQJ6FRWODQGLQJHQHUDODUHZHOOGRFXPHQWHGDQGUHODWHWRDJHQHUDOWUHQGRI
SRSXODWLRQDJHLQJZLWKLQFUHDVHVLQQXPEHUVRIWKRVHDJHGDQGDERYH
$GGLWLRQDOO\IRUHFDVWVIRUPDQ\DUHDVLQGLFDWHDGHFOLQHLQWKHSRSXODWLRQRIZRUNLQJ
DJH



7KHUHVHDUFKIRXQG XQVXUSULVLQJO\JLYHQWKHSRSXODWLRQFKDQJHVDQGWKHSXUSRVH
RIWKHVHUYLFHV DKLJKHUSURSRUWLRQRIQHZOHWWLQJVLQKRXVLQJZLWKFDUHZHUHWRYHU\
ROGSHRSOH RYHUDWKLUGRIQHZOHWWLQJVZHUHWRWKRVHDJHG DQGDORZHU
SURSRUWLRQLQPHGLXPVXSSRUWKRXVLQJ  +RZHYHUWKHUHZHUHJUHDWHUQXPEHUV
PRYLQJLQWRPHGLXPVXSSRUWKRXVLQJEHFDXVHRIWKHPXFKODUJHUDPRXQWRIVXFK
SURYLVLRQ2IQHZOHWWLQJVWRSHRSOHPRYLQJLQWRKRXVLQJZLWKORZVXSSRUWZHUH
WRKRXVHKROGVDJHG



,QRUGHUWRDVVHVVWKHHIIHFWVRIWKHSUHGLFWHGLQFUHDVHLQSRSXODWLRQRIROGHUSHRSOH
XQWLOSRSXODWLRQHFRQRPLFDQGKRXVLQJGDWDZHUHXVHGWRSURGXFHDUDWLQJIRU
HDFKORFDODXWKRULW\7KHVHUDWLQJVDUHLOOXVWUDWHGEHORZRQFHLVODQGVZHUHH[FOXGHG
WKLVDSSURDFKOHGWRWKHVHOHFWLRQRI$EHUGHHQ&LW\DQG6KLUHDVDFDQGLGDWHIRU
IXUWKHULQYHVWLJDWLRQ



:RUNE\$UQHLO-RKQVWRQLQHDUO\PDGHVLPLODUILQGLQJVLGHQWLI\LQJWKHIROORZLQJ
WKHPHV


$VZHOODVDQLQFUHDVHLQWKHODVW\HDUVWKHROGHUSRSXODWLRQLVVHWWR
JURZHYHQPRUHRYHUWKHQH[WWZRGHFDGHV7KLVLVSDUWLFXODUO\WKHFDVHIRU
WKRVHDJHGRYHU



7KUHHRIWKHILYHVWUDWHJLFDUHDVRILPSRUWDQFHIRU$EEH\ILHOGVLWZLWKLQWKHWRS
ILYHKLJKHVWOLIHH[SHFWDQF\DFURVVDOOORFDODXWKRULW\DUHDV$EHUGHHQVKLUH
ZDVIRXUWKKLJKHVW



7KHUHLVDQLQFUHDVHLQWKHSURSRUWLRQRIROGHUSHRSOHUHQWLQJDVWKH\JHW
ROGHU



,QFLGHQFHVRISRRUKHDOWKLQFUHDVHDVSHRSOHDJHZLWKKLJKHUUDWHVRI
GHPHQWLDDQGRWKHUSV\FKRWLFGLVRUGHUVPRUHSUHYDOHQWDPRQJWKRVHDJHG
DQGRYHU





,QRUGHUWRDVVHVVWKHGHYHORSPHQWSRWHQWLDORIHDFKORFDODXWKRULW\DUDQNLQJ
V\VWHPZDVFRQVWUXFWHGZKLFKDOORFDWHGSRLQWVDJDLQVWIRXUIDFWRUV7KHIDFWRUV
FRYHUHGSRSXODWLRQVWUXFWXUHDQGJURZWKHFRQRPLFDFWLYLW\DQGGHSULYDWLRQVXSSO\
DQGGHPDQGIRUVKHOWHUHGDQGYHU\VKHOWHUHGDFFRPPRGDWLRQDQGODVWO\DVXEMHFWLYH
DVVHVVPHQWRIVLWHDYDLODELOLW\$OWKRXJKSRLQWVFRUHVFDQEHFRPSDUHGWKH\DUH
GLPHQVLRQOHVVDQGRIIHURQO\DPHDQVRIFRPSDULVRQEHWZHHQDUHDVDVVHVVHG





















&RPSDUDWLYHDQDO\VLVFRPELQLQJGHPRJUDSKLFVRFLRHFRQRPLFVXSSO\DQGVLWHVXLWDELOLW\
LQGLFDWRUV2YHUDOOUDWLQJIRU6FRWWLVK/RFDO$XWKRULWLHV6HHµ&RPSDUDWLYH*HRJUDSKLFDQG
0DUNHW$QDO\VLVRIGHPDQGIRU+RXVLQJZLWK6XSSRUWDQG5HWLUHPHQW+RXVLQJ¶-DQIRU
GHWDLOV2YHUDOO5DWLQJVDUHVFRUHGE\FRPSDULVRQEHWZHHQDXWKRULWLHVZLWKDKLJKVFRUH
LQGLFDWLYHRIJUHDWHUVXLWDELOLW\RIORFDWLRQ




HRXVLQJ$VVHVVPHQWLQ$EHUGHHQ&LW\DQG6KLUH


$EHUGHHQ&LW\DQG6KLUH¶V+RXVLQJ1HHGDQG'HPDQG$VVHVVPHQW +1'$ ZDV
XSGDWHGLQZLWKDIXUWKHUUHYLHZKDYLQJEHHQVFKHGXOHGIRU QR
SXEOLVKHGPDWHULDOUHODWLQJWRWKHUHYLHZZDVIRXQG 7KHILQGLQJVRIWKHDVVHVVPHQW
LGHQWLI\DQDJHLQJSRSXODWLRQZKLFKLQGLFDWHVDQHHGWRHQVXUHDUDQJHRIVXLWDEOH
KRXVLQJRSWLRQVIRUROGHUSHRSOHLQFOXGLQJH[WUDFDUHYHU\VKHOWHUHGKRXVLQJ
SURYLVLRQDQGVHUYLFHGHOLYHU\WDLORUHGWRWKHQHHGVRIROGHUSHRSOHZLWKLQH[LVWLQJ
KRPHVDQGFRPPXQLWLHV



7KH+1'$LQGLFDWHVWKDWJLYHQSURMHFWHGLQFUHDVHVLQROGHUSHRSOHKRXVHKROGV
WKURXJKRXW$EHUGHHQ&LW\DQG$EHUGHHQVKLUHSDUWLFXODUO\LQWKH5XUDO+RXVLQJ
0DUNHW$UHD LHDZD\IURPWKHFLW\DQGLPPHGLDWHVXEXUEV WKHUHLVOLNHO\WREH
FRQWLQXLQJJURZWKLQGHPDQGIRUDLGVDQGDGDSWDWLRQVKRXVLQJVXSSRUWDQGRWKHU
VHUYLFHVWRHQDEOHWKHPWRUHPDLQFRPIRUWDEO\ZLWKLQWKHLURZQKRPHV)XUWKHUPRUH
WKHDXWKRUVRIWKH+1'$H[SHFWWKDWWKLVJURZWKLQROGHUSHUVRQKRXVHKROGVZLOO
OLNHO\WUDQVODWHLQWRPRUHGHPDQGIRUEDUULHUIUHHYDU\LQJQHHGVVWDQGDUGVKRXVHV
$QLQFUHDVHLQSURYLVLRQRIWKHVHSURSHUW\W\SHVZRXOGDOORZIRUWKHLUH[LVWLQJ
SURSHUW\WREHDGDSWHGDQGIRULQGLYLGXDOVWREHDEOHWROLYHLQWKHLUKRPHVIRUORQJHU
EHIRUHUHTXLULQJDGDSWDWLRQV



7KHUHLVDOVRDJURZLQJQXPEHUDQGSURSRUWLRQRIRZQHURFFXSLHUVZKRPD\ZHOO
ORRNWRµGRZQVL]H¶LQWKHLUVWRVWRHLWKHUUHOHDVHSURSHUW\HTXLW\RUILQGDQHZ
KRPHZKLFKLVPRUHPDQDJHDEOH7KLVLVDQDUHDZKLFKZLOOUHTXLUHPRQLWRULQJWR
HQVXUHWKDWGHYHORSHUVUHVSRQGDSSURSULDWHO\LQWHUPVRIWKHVL]HPL[DQGSURSHUW\
W\SHUHTXLUHG



$VWHDG\GHPDQGIRUJURXQGIORRUDFFHVVLEOHSURSHUWLHVLQ$EHUGHHQ&LW\DQG
$EHUGHHQVKLUHDQGWKHJURZLQJSURSRUWLRQRIWKHSRSXODWLRQFODLPLQJGLVDELOLW\
UHODWHGEHQHILWVLQGLFDWHVWKDWWKHQHHGIRUVSHFLDOLVWDQGDGDSWHGSURSHUWLHVLVOLNHO\
WRLQFUHDVH$WSUHVHQWWKHUHLVDUHOLDQFHRQWKHVRFLDOUHQWHGVHFWRUIURPWKRVHZLWK
DSK\VLFDOGLVDELOLW\DQGVRIXUWKHULQYHVWLJDWLRQPD\EHUHTXLUHGZLWKUHJDUGVWR
RWKHUWHQXUHRSWLRQVLQFOXGLQJ/RZ&RVW+RPH2ZQHUVKLS /&+2 



,QWHUHVWLQJO\IRU$EEH\ILHOGWKH+1'$H[SODLQVWKDWIXUWKHUHYDOXDWLRQQHHGVWRWDNH
SODFHZLWKUHJDUGVWRWKHFKDQJLQJUROHRIVKHOWHUHGKRXVLQJDQGWKHUROHWKDWLWFDQ
SOD\LQPHHWLQJWKHIXWXUHKRXVLQJQHHGQRWMXVWRIROGHUSHRSOHEXWRIWKRVH
LQGLYLGXDOVZLWKDSDUWLFXODUQHHG/LNHZLVHWKHPDUNHWSRVLWLRQVWDWHPHQWLQGLFDWHV
RSSRUWXQLWLHVIRULQGHSHQGHQWKRXVLQJDQGFDUHRUJDQLVDWLRQVWRGHYHORSVSHFLDOLVW
FDUHKRXVLQJ



7KHILQGLQJVIURPGHPRJUDSKLFDQDO\VLVGHVFULEHGDERYHVHWRXW$EHUGHHQDQG
$EHUGHHQVKLUHDVOLNHO\FDQGLGDWHVIRUIXUWKHULQYHVWLJDWLRQDQGGHYHORSPHQW7KH
ORFDODVVHVVPHQWVRIQHHGVYLDWKH+1'$RIIHUVDVLPLODUYLHZ:KHQFRPELQHG
ZLWKSUDJPDWLFDSSURDFKHVWRORFDONQRZOHGJHWKHRSSRUWXQLW\WRVXSSRUWH[LVWLQJ
RSHUDWLRQVIURPDQRUWKHUQEDVHDQGVLPSOHTXHVWLRQVRIVLWHDYDLODELOLW\PDGH
$EHUGHHQDQREYLRXVFDQGLGDWHIRUIXUWKHUGHWDLOHGLQYHVWLJDWLRQ





:KDWRXUFXVWRPHUVZDQW±HYLGHQFHIURPPDUNHWWHVWLQJ



3UHYLRXVZRUN -DQ IRXQGWKDWERWKWKHKRXVLQJDQGFDUHUHODWHGQHHGV
DVVHVVPHQWVSURGXFHGE\$EHUGHHQVKLUHLQGLFDWHDGHPDQGIRUVKHOWHUHGKRXVLQJ
SURYLVLRQLQPRVWORFDOLWLHV7KLVLVFRQVLVWHQWZLWKHVWLPDWHVRIGHPDQGVXJJHVWHG
E\ZLGHUIDFWRUVDQGDSSHDUVWRRIIHUFRQVLGHUDEOHRSSRUWXQLW\7KLVLVDYHU\
SURPLVLQJRXWORRN±FRPPLVVLRQHUVKDYHSXEOLVKHGVHQVLEOHDQGWKRURXJKSODQV
DQGWKHVHDUHEHLQJGHYHORSHGDWORFDOLW\OHYHOZLWKVWURQJLQGLFDWLRQVRIGHPDQG



7KHFRPPLVVLRQHUVRIVHUYLFHVLQ$EHUGHHQVKLUHLQGLFDWHGDGHVLUHWRZRUNZLWK
SURYLGHUVZKR


DUHZLOOLQJWRIDFLOLWDWHUHDOFKRLFHDQGFRQWUROIRUSHRSOHOLYLQJLQDFDUHKRPH
HQYLURQPHQW



DUHFRPPLWWHGWRKHOSLQJSHRSOHDFKLHYHWKHLUSHUVRQDOJRDOV



FDQGHPRQVWUDWHVHFXULW\RIWHQXUHLQWKHFDUHHQYLURQPHQW



RIIHUFRQVLVWHQWO\KLJKTXDOLW\RIFDUHDQGVXSSRUW



DUHZLOOLQJWRZRUNZLWKXVLQ$EHUGHHQVKLUHWRGHOLYHULQQRYDWLYHVROXWLRQVWKDW
PHHWWKHFKDQJLQJQHHGVRIORFDOSRSXODWLRQV



0RUHUHFHQWO\$6/FRPPLVVLRQHG$UQHLO-RKQVWRQWRFDUU\RXWUHVHDUFKLQRUGHUWR
XQGHUVWDQGWKHFXUUHQWDQGIXWXUHGHPDQGDQGH[SHFWDWLRQVIRUROGHUSHRSOH¶V
KRXVLQJFDUHDQGVXSSRUWVHUYLFHV7KHLUILQGLQJVZHUHSUHVHQWHGWRERDUGLQWKH
GRFXPHQW³$EEH\ILHOG6FRWODQG/WG0DUNHW7HVWLQJIRU(QKDQFHGDQG&RPPXQLW\
6HUYLFHV´LQ0D\



$UQHLO-RKQVWRQUHIOHFWHGRQQDWLRQDOSROLF\GULYHUVLQIOXHQFLQJWKHGHYHORSPHQWRI
KRXVLQJDQGFDUHSURYLVLRQDOWKRXJKWKHVHDUHSHUKDSVLQHYLWDEO\IRFXVVHGRQWKH
QHHGVRIDVVHVVHGLQGLYLGXDOVRUWKRVHUHFHLYLQJVXSSRUWIURPVWDWXWRU\VHUYLFHV
7KH\DUHVHWRXWEHORZ








&XUUHQWHYLGHQFH


,QDGGLWLRQ$UQHLO-RKQVWRQLGHQWLILHGDGHPDQGIRUVXSHULRUVHUYLFHVIDVWHU
UHVSRQVHVDQGYDOXHIRUPRQH\:KHQVXUYH\LQJFXUUHQWUHVLGHQWV¶IDPLOLHVWKH\
IRXQG


7KHPDMRULW\RIUHVSRQGHQWVVDLGWKHUHDVRQVWKHUHVLGHQWFKRVH$EEH\ILHOG
ZDVW\SHRISURSHUW\ORFDWLRQTXDOLW\RIVHUYLFHVDQGOHYHORIVXSSRUWRIIHUHG



$OOUHVSRQGHQWVZHUHVDWLVILHGZLWKWKH$EEH\ILHOGKRPHWKHUHVLGHQWUHVLGHV
LQ



)DPLO\PHPEHUVZRXOGFKRRVHDKRPHIRUWKHLURZQIXWXUHEDVHGRQWKHW\SH
DQGVL]HRISURSHUW\FRQGLWLRQDQGTXDOLW\RISURSHUW\RQVLWHKRXVH
VXSHUYLVRUDQGWKHSURSHUW\EHLQJLQDVDIHQHLJKERXUKRRG



)DPLO\PHPEHUVZRXOGFKRRVHFRPPXQLW\DODUPVPHGLFLQHGLVSHQVHUV
PRQLWRUVDQGVHQVRUVDVWKHSUHIHUUHGWHOHFDUHDQGWHOHKHDOWKRSWLRQVIRUWKHLU
IXWXUHDQG



$OOUHVSRQGHQWVZRXOGXVHWKHLUVDYLQJVIRUILQDQFLQJWKHLUUHWLUHPHQW

/RRNLQJIRUZDUG




6LPLODUO\FXVWRPHUV¶IXWXUHH[SHFWDWLRQVLQFOXGHGGHPDQGVIRULQFUHDVHGFKRLFH
DQGPRUHIOH[LEOHVHUYLFHVSHUVRQDOO\WDLORUHGWRLQGLYLGXDOQHHGV5HVLGHQWV
UHVSRQVHVLQGLFDWHGWKHVHOHFWLRQRI$6/ZDV


LQIOXHQFHGE\WKHLUIDPLO\ZDVEHFDXVHRIWKHGHYHORSPHQW¶VORFDWLRQDQG
ZDVEHFDXVHWKHGHYHORSPHQWZDVDEOHWRPHHWWKHLUQHHGV



SRVLWLYHFKDUDFWHULVWLFVLQFOXGHGPHDOVRQVLWHVWDIIDQGRSSRUWXQLW\WR
VRFLDOLVHZLWKRWKHUVEXWVRPHVDLGWKDWWKHUHDUHQRWHQRXJKVRFLDODFWLYLWLHV
DYDLODEOH



RIUHVLGHQWVGLGQRWLGHQWLI\DQ\WKLQJWKDWWKH\GRQRWOLNH



UHVLGHQWVVDLGWKH\ZRXOGOLNHVWDIIEDVHGLQGHYHORSPHQWVKRXUVDGD\
DQGIRUDOOGHYHORSPHQWVWRKDYHIXOOHQVXLWHIDFLOLWLHV



2YHUDOOUHVLGHQWVIHHOUHDVVXUHGWKDWWKHFRPPXQLW\DODUPLVLQSODFHDQG
WKRVHZKRKDYHXVHGLWVDLGWKDWWKHUHLVDSURPSWUHVSRQVHZKHQLWLV
DFWLYDWHG



+RZHYHUPRVWZHUHUHOXFWDQWDERXWLQWURGXFLQJDQDGYDQFHGWHOHFDUHV\VWHP
LHYLGHROLQN ZLWKFRQFHUQVWKHLURZQDELOLW\WRJUDVSWKHWHFKQRORJ\






:KHQDVNHGDERXWSRVVLEOHLPSURYHPHQWVUHVLGHQWVVDLG



7KHNH\PHVVDJHVZKLFKKDYHHPHUJHGIURPWKHIRFXVJURXSVHVVLRQVDUHDV
IROORZV





7KHUHZDVVWURQJFRQVHQVXVDFURVVWKHIRFXVJURXSVHVVLRQVWKDWWKH
PDMRULW\RIFKDUDFWHULVWLFVSUHVHQWHGZHUHLPSRUWDQWWRFRQVLGHULQUHODWLRQWR
ROGHUSHRSOH VKRXVLQJ+RZHYHUKDYLQJDFFHVVWRRXWGRRUVSDFHWKH
SURYLVLRQRIPHDOVDQGEHLQJFORVHWRSHRSOHRIDVLPLODUDJHJHQHUDWHGD
PL[HGUHVSRQVHIURPSDUWLFLSDQWVDQGZHUHQ¶WGHHPHGWREHDVLPSRUWDQW



)RUWKHSDUWLFLSDQWVZKROLYHGLQVKHOWHUHGDFFRPPRGDWLRQWKHUHZDV
DJUHHPHQWWKDWWKH\ZRXOGOLNHWRKDYHWKHLURZQDGGLWLRQDOSULYDWHVSDFHWR
HQDEOHWKHPWRVWRUHWKHLUEHORQJLQJVDQGVLWZLWKWKHLUUHODWLYHV



7KHDFFHVVLELOLW\RIWKHSURSHUW\DOVRHPHUJHGDVDFRQVLVWHQWIDFWRUDFURVV
WKHIRFXVJURXSVHVVLRQVZLWKWKHSDUWLFLSDQWVKLJKOLJKWLQJWKHLPSRUWDQFHRI
SURSHUWLHVEHLQJRQWKHJURXQGIORRU



)RUWKRVHOLYLQJLQVKHOWHUHGKRXVLQJLWZDVFOHDUWKDWOLYLQJLQDVDIH
HQYLURQPHQWZLWKDQRQVLWHZDUGHQZDVFRQVLGHUHGHVVHQWLDODQG



,QWHUPVRISDUWLFLSDQWV¶SUHIHUUHGKRXVLQJRSWLRQVIRUWKHIXWXUHWKHUHZDVD
PL[HGUHVSRQVH7KHPDMRULW\RISDUWLFLSDQWVDWWKHILUVWIRFXVJURXSVHOHFWHG
DFRQWLQXLQJFDUHUHWLUHPHQWFRPPXQLW\DVWKHLUSUHIHUUHGKRXVLQJRSWLRQ
ZKLOVWOLYLQJLQ\RXURZQDFFHVVLEOHKRPHUHFHLYHGQRVXSSRUW7KLV
FRQWUDGLFWVWKHILQGLQJVIURPWKHWKLUGIRFXVJURXSZKHUHWKHYDVWPDMRULW\RI
SDUWLFLSDQWFKRRVHWKHLURZQDFFHVVLEOHKRPHDVWKHLUSUHIHUUHGKRXVLQJ
RSWLRQIRUWKHIXWXUH

$VSHFLILFLQWHUYLHZZLWKVWDIIIURP$EHUGHHQVKLUH+HDOWK 6RFLDO&DUHSDUWQHUVKLS
LGHQWLILHGUHTXLUHPHQWVWR


(QVXUHHYHU\ROGHUSHUVRQLVDZDUHRIKRZWKH\FDQUHPDLQPHQWDOO\DQG
SK\VLFDOO\KHDOWK\DFFHVVORFDORSSRUWXQLWLHVEHDFWLYHUHPDLQFRQQHFWHGWR
WKHLUFRPPXQLW\DQGKDYHWKHDELOLW\WROHDUQWKURXJKRXWODWHUOLIH







(QVXULQJFDUHSURYLGHUVQRORQJHURQO\FDUHIRUSHRSOHEXWDOVRHQFRXUDJH
DQGVXSSRUWLQGLYLGXDOVWRUHFRYHUDQGPDLQWDLQWKHLURSWLPXPOHYHORI
IXQFWLRQLQJ



(PSRZHULQGLYLGXDOVE\SURPRWLQJLQGLYLGXDOFKRLFHDQGFRQWURO



:RUNZLWKFRPPXQLWLHVWRKHOSROGHUSHRSOHIHHOVDIHLQWKHLURZQKRPHVDQG
VXUURXQGLQJDUHDV



'HYHORSDQLQQRYDWLYHUDQJHRIDFFRPPRGDWLRQZLWKFDUHRSWLRQVLQODWHUOLIH
KHOSLQJSHRSOHWRPDLQWDLQVXSSRUWQHWZRUNVDQGLQWHUHVWVDQGDFKLHYHWKHLU
DVSLUDWLRQVWROLYHDQGGLHLQDSODFHRIWKHLUFKRLFH

7KH$+6&3IRUPVWKHIRXQGDWLRQIRUWKHFRPPLVVLRQLQJDJHQGDLQFOXGLQJWKHWKLUG
DQGSULYDWHVHFWRUVWRHQVXUHWKDWWKHFDUHKRPHVHFWRUUHVSRQGVDSSURSULDWHO\WR
ORFDOSRSXODWLRQQHHG





&ODULI\LQJ2EMHFWLYHVDQG0HGLXP7HUP*RDOV



2XUSODQIRUWKHQH[WWHQ\HDUVLVWRH[SDQGRXUDFWLYLW\LQDVXVWDLQDEOHPDQQHU
LPSURYHWKHVDWLVIDFWLRQRIWKRVHXVLQJRXUVHUYLFHVDQGEHZHOONQRZQIRURXUKLJK
TXDOLW\IOH[LEOHSDFNDJHVRIDFFRPPRGDWLRQDQGFDUH



7KHUHDUHFXUUHQWO\DUDQJHRILQIOXHQFHVZKLFKDIIHFW$6/¶VEXVLQHVVSULRULWLHV
GXULQJWKHFXUUHQWILQDQFLDO\HDULQFOXGLQJIRUH[DPSOH
([WHUQDO)DFWRUV UHOHYDQWWRFXUUHQWEXVLQHVVUDWKHUWKDQQHZGHYHORSPHQWV 


,QWURGXFWLRQRI:HOIDUH5LJKWV5HIRUPV



(QHUJ\(IILFLHQF\LQ6FRWWLVK6RFLDO+RXVLQJ DIIHFWLQJH[LVWLQJVWRFN 



'DWDFROOHFWLRQIRU$QQXDO5HWXUQRQWKH&KDUWHU $5& DQGVWDQGDUGVIRU
PHDVXULQJWHQDQWVDWLVIDFWLRQ

,QWHUQDO)DFWRUV LHZLWKLQRXUFRQWURO 





'HVLUHWRLPSURYHRXUDELOLW\WRUHVSRQGWRDFTXLVLWLRQRSSRUWXQLWLHVDQG
LGHQWLI\RSHQLQJVLQQHZDQGH[SDQGLQJPDUNHWVDFURVVKHDOWKFDUHDQG
UHODWHGVHFWRUVEXWPDLQWDLQIRFXVRQVXSSRUWHGKRXVLQJFDUHDQGVXSSRUW



7KHQXPEHURISURSHUWLHVPDQDJHGE\$6/ZLOOLQFUHDVH



([SORUDWLRQDQGHVWDEOLVKPHQWRIQHZVHUYLFHVWRVXSSRUWEXVLQHVV
VXVWDLQDELOLW\



&RQWLQXHGFRPPLWPHQWWRJURZDQGGHYHORSQHZXQLWVIRUUHQWRUSXUFKDVH



&KDQJLQJDSSURDFKHVWREXVLQHVVSURFHVVHVUHODWLRQVKLSVDQGDWWLWXGHV

&RQVHTXHQWO\RXUVWUDWHJ\LVWRLPSURYHDQGH[SDQGE\


,QYHVWLQJLQSHRSOHKRPHVDQGVHUYLFHV



'HYHORSLQJLPSURYHGDQGPRUHHIILFLHQWZD\VRIZRUNLQJ



$FWLYHO\OLVWHQLQJWRRXUFXVWRPHUVDQGH[WHUQDOVWDNHKROGHUV



0DLQWDLQLQJWKHKLJKHVWVWDQGDUGVRIJRYHUQDQFHDQGSURELW\





6WUDWHJLF2EMHFWLYHV




7KHIROORZLQJVWUDWHJLFREMHFWLYHVHVWDEOLVKWKHRYHUDOOGLUHFWLRQIRU$6/RYHUWKH
FRPLQJGHFDGH7KH\DUHVXEMHFWWRUHYLHZPD\EHDPHQGHGWRUHIOHFWUHOHYDQW
FKDQJHVZLWKLQ$6/RULQUHVSRQVHWRH[WHUQDOVWLPXOL


3URYLGHKLJKTXDOLW\KRPHVIRUUHQWZLWKLQRXUDUHDVRIRSHUDWLRQ



&RQWULEXWHWRVXVWDLQLQJUHVLGHQWVWKURXJKGLUHFWVXSSRUWDQGEURNHUDJHRI
VHUYLFHV



&RQWULEXWHWRWKHVXVWDLQDEOHGHYHORSPHQWRIWKHDUHDWKURXJKWKHGHVLJQDQG
VWDQGDUGVRIRXUSURSHUWLHV



0DQDJHRXUVWRFNHIILFLHQWO\HIIHFWLYHO\DQGWRKLJKVWDQGDUGVIRUWKHFRPIRUW
VDIHW\DQGEHQHILWRIRXUUHVLGHQWVDQGIRUWKHZHOOEHLQJRIWKHLUFRPPXQLW\



&RQWULEXWHWRWKHGHYHORSPHQWRIZLGHUFRPPXQLWLHVE\SURYLGLQJVXSSRUWDQG
RWKHURSSRUWXQLWLHVIRUORFDOSHRSOHWRPHHWWKHLUQRQKRXVLQJQHHGV



0DLQWDLQKLJKVWDQGDUGVRIJRYHUQDQFHDQGEXVLQHVVHIIHFWLYHQHVVWKURXJK
VFUXWLQ\DQGGXHGLOLJHQFHE\WKH%RDUGHWF



(VWDEOLVKDQHZEXLOGGHYHORSPHQWSURJUDPPHHQVXULQJLWLVGHOLYHUHGRQ
WLPHDQGZLWKLQEXGJHWDQGLGHQWLI\QHZRSSRUWXQLWLHVWRWDNHIXOODGYDQWDJHRI
DYDLODEOHIXQGLQJ



(QVXUHDSSURSULDWHPHFKDQLVPVDUHLQSODFHWRPLQLPLVHWKHULVNRIYRLGV
DFFXPXODWLQJ



&RQWLQXHWRGHOLYHUVHUYLFHVWKDWDUHDOLJQHGWRWKHSULQFLSOHVRIWKH$EEH\ILHOG
PRYHPHQW

'HOLYHU\RIWKHVHREMHFWLYHVZLOOEHVXSSRUWHGE\DUDQJHRIHQDEOLQJDFWLYLWLHV
LQFOXGLQJ


'HYHORSRXUVWDIIYLDD7UDLQLQJ 'HYHORSPHQW6WUDWHJ\DQG$FWLRQ3ODQ



(QVXUHHIIHFWLYHFRPPXQLFDWLRQWRH[WHUQDOVWDNHKROGHUVDQGSURPRWHRXU
ZRUNYLDD3XEOLF5HODWLRQVDQG([WHUQDO&RPPXQLFDWLRQ6WUDWHJ\DQG$FWLRQ
3ODQ



5HIUHVKWKHRUJDQLVDWLRQ¶VDSSURDFKHVWRJRYHUQDQFH



0RQLWRUDQGWDNHDFWLRQVWRHQVXUH$6/DFWVLQDVXVWDLQDEOHPDQQHU



0DLQWDLQFRPSOLDQFHZLWK(TXDOLW\ 'LYHUVLW\0DQDJHPHQWJRRGSUDFWLFH
VWDQGDUGV



&RQWLQXHWRSURJUHVVRXUNQRZOHGJHRIFXVWRPHUVDQGPDNHXVHRIFXVWRPHU
SURILOLQJWRLPSURYHFRPPXQLFDWLRQDQGVHUYLFHV



6XSSRUWDQGGHYHORSHPSOR\HHHQJDJHPHQWZLWKLQWKHRUJDQLVDWLRQ



([HFXWHRXUSURMHFWVZLWKLQFOHDUSURMHFWPDQDJHPHQWJXLGHOLQHVDQG
IUDPHZRUNV





'HILQLQJWKHIXWXUHµORRNDQGIHHO¶RI$EEH\ILHOG



'LVFXVVLRQVZLWKERDUGPHPEHUVLQ6HSWHPEHUVRXJKWWRLGHQWLI\WKHGHILQLQJ
IHDWXUHVRIWKH$EEH\ILHOGµH[SHULHQFH¶DQGLGHQWLI\WKRVHFRPSRQHQWVDQG
DSSURDFKHVWKDWZRXOGUHPDLQVDFURVDQFWLQDQ\QHZGHYHORSPHQWV



7KHUHVXOWVRIWKRVHGLVFXVVLRQVUHIOHFW$EEH\ILHOG¶VIRXQGDWLRQVLQWKHZRUNRI
5LFKDUG&DUU*RPP&RQVHTXHQWO\$6/¶VSULQFLSOHVYDOXHVDQGH[SHULHQFHUHIOHFW
WKRVHHVWDEOLVKHGE\&DUU*RPP DQGDUHGHVFULEHGLQKLVRELWXDU\*XDUGLDQWK
1RYKWWSVZZZWKHJXDUGLDQFRPXNQRYPLOLWDU\ 

3ULQFLSOHV


5HVSHFWWKHSULYDF\RIRXUUHVLGHQWV



*LYHUHDVVXUDQFHWKDWWKH\DUHVDIHDQGVHFXUH



0DLQWDLQWKHLUGLJQLW\ZLWKDSSURSULDWHERXQGDULHVDQGODQJXDJH



(QVXUHWKH\DUHJLYHQFKRLFHLQDOODVSHFWVRIWKHLUFDUHDQGVXSSRUW



3URYLGHDQGGHOLYHUVHUYLFHVZKLFKDUHFOHDUO\FOLHQWOHG



&UHDWHDQGPDLQWDLQDQHQDEOLQJHQYLURQPHQWDQGFXOWXUHZKLFKLVLQVWLOOHG
WKURXJKRXWWKHRUJDQLVDWLRQ



&DUH±SURYLGLQJDKLJKTXDOLW\DQGYDOXHGVHUYLFH



+RQHVW\±LQHYHU\WKLQJZHGRRUFDQ¶WGR



2SHQQHVV±ZH¶OOWHOO\RXZK\ZHPDNHWKHGHFLVLRQVZHGRDQGWKHLPSDFW
WKLVZLOOKDYH



5HVSHFW±WRDOODQGDOZD\VDWWKHKHDUWRIWKHVHUYLFH

9DOXHV

7KH$EEH\ILHOG([SHULHQFH


6DIH±DVHQVHRIIHHOLQJWKDWJLYHVFRPIRUWDQGUHDVVXUDQFH



6HFXUH±OLYLQJLQDQHQYLURQPHQWZKLFKHORQJDWHV\RXUVWD\DQGNHHSV\RX
IURPKDUP



:DUP±IULHQGO\FRV\DWPRVSKHUHDQGDZHOFRPHIURPVWDIIDQGRXUYLVLWRUV
ZKLFKPDNHV\RXJORZ



+RPHO\±DIHHOLQJRIEHORQJLQJDQGIDPLOLDULW\



7UDQVSDUHQW±DFFRXQWDEOHPDQDJHPHQWDQGGHFLVLRQPDNLQJ



&RQVLVWHQW±KHDOWK\SROLFLHVDQGSURFHGXUHVWRFUHDWHKDUPRQ\WKURXJKRXW
WKHRUJDQLVDWLRQDQGZKLFKDUHWKRURXJKO\PDQDJHG



)DLU±YDOXHIRUPRQH\ZLWKWKHULJKWFRQWUROVLQSODFH







7KHVHSULQFLSOHVDQGYDOXHVFRUUHVSRQGLQPDQ\FDVHVZLWKWKHQDWLRQDORXWFRPHV
IRUKHDOWKDQGFDUHLQWHJUDWLRQ
1DWLRQDO2XWFRPH

7KH$EEH\ILHOG([SHULHQFH

3HRSOHDUHDEOHWRORRNDIWHUDQGLPSURYH
WKHLURZQKHDOWKDQGZHOOEHLQJDQGOLYHLQJRRG
KHDOWKIRUORQJHU

$Q$EEH\ILHOGKRPHLVVDIHDQGVHFXUHZKHUH
LQGHSHQGHQFHLVSURPRWHGDQGVWDIIDUHRQ
KDQGWRDVVLVWZKHQQHHGHG

3HRSOHLQFOXGLQJWKRVHZLWKGLVDELOLWLHVRU
ORQJWHUPFRQGLWLRQVRUZKRDUHIUDLODUHDEOHWR
OLYHDVIDUDVUHDVRQDEO\SUDFWLFDEOH
LQGHSHQGHQWO\DQGDWKRPHRULQDKRPHO\
VHWWLQJLQWKHLUFRPPXQLW\

$VDIHDQGVHFXUH$EEH\ILHOGKRPHLVEXLOWXSRQ
IDPLO\YDOXHVZLWKFRQVWDQWDQGDFWLYHOLQNVWR
WKHLUFRPPXQLW\7KHVPDOOXQLTXHDPELHQFH
DQGRQHWRRQHVHUYLFHLVVSHFLDO

3HRSOHZKRXVHKHDOWKDQGVRFLDOFDUH
VHUYLFHVKDYHSRVLWLYHH[SHULHQFHVRIWKRVH
VHUYLFHVDQGKDYHWKHLUGLJQLW\UHVSHFWHG

$W$EEH\ILHOGZHSULGHRXUVHOYHVRQWKHKLJK
OHYHORIVDWLVIDFWLRQGHFODUHGE\RXUUHVLGHQWV

KHDOWKDQGVRFLDOFDUHVHUYLFHVDUHFHQWUHG
RQKHOSLQJWRPDLQWDLQRULPSURYHWKHTXDOLW\RI
OLIHRISHRSOHZKRXVHWKRVHVHUYLFHV

2XUFOLHQWOHGVXSSRUWVHUYLFHLVIUDPHGDURXQG
SURPRWLQJZHOOEHLQJDQGHQJDJLQJUHVLGHQWV

+HDOWKDQGVRFLDOFDUHVHUYLFHVFRQWULEXWHWR
UHGXFLQJKHDOWKLQHTXDOLWLHV

2XUDOOLQFOXVLYHSDFNDJHRIKRXVLQJZLWK
VXSSRUWLVGHGLFDWHGWRPD[LPLVLQJDFFHVVDQG
LPSURYLQJTXDOLW\RIOLIHIRUDOOUHVLGHQWV

3HRSOHZKRSURYLGHXQSDLGFDUHDUH
VXSSRUWHGWRORRNDIWHUWKHLURZQKHDOWKDQG
ZHOOEHLQJLQFOXGLQJWRUHGXFHDQ\QHJDWLYH
LPSDFWRQWKHLUFDULQJUROHDQGWKHLURZQKHDOWK
DQGZHOOEHLQJ

$VDQHPSOR\HU$EEH\ILHOGLVVXSSRUWLYHWRVWDII
ZLWKDIOH[LEOHDWWLWXGHWRZRUNOLIHEDODQFHDQG
MREVDWLVIDFWLRQWRHDVHWKHSUHVVXUHRISHUVRQDO
UHVSRQVLELOLWLHV

3HRSOHXVLQJKHDOWKDQGVRFLDOFDUHVHUYLFHV
DUHVDIHIURPKDUP

$EEH\ILHOGLVIXOO\FRPSOLDQWZLWKUHJXODWLRQ
DURXQGVDIHW\VHFXULW\PLQLPLVLQJULVNDQG
WDNLQJIRUZDUGPHDVXUHVIRULPSURYHPHQWV

3HRSOHZKRZRUNLQKHDOWKDQGVRFLDOFDUH
VHUYLFHVIHHOHQJDJHGZLWKWKHZRUNWKH\GRDQG
DUHVXSSRUWHGWRFRQWLQXRXVO\LPSURYHWKH
LQIRUPDWLRQVXSSRUWFDUHDQGWUHDWPHQWWKH\
SURYLGH

2XUVWDIIDUHGHGLFDWHGDQGOR\DO7KH
HQYLURQPHQWWKH\ZRUNLQJLYHVWKHPDVHQVHRI
YRFDWLRQZKLFKHQVXUHVFRQWLQXRXVDPELWLRQWR
PDNHDGLIIHUHQFH

5HVRXUFHVDUHXVHGHIIHFWLYHO\DQGHIILFLHQWO\
LQWKHSURYLVLRQRIKHDOWKDQGVRFLDOFDUH
VHUYLFHV

$VDFKDULW\IXQGHGRQO\E\LQFRPHIURP
UHVLGHQWVZHDUHVWURQJO\LQIDYRXURIDYDOXHIRU
PRQH\VHUYLFHWKDWPHHWVDOOWKHEHVWSUDFWLFHV
LQWKHLQGXVWU\ZLWKDQDZDUHQHVVRIWLPHWR
FDUH





$SSUDLVLQJDQGGHILQLQJIXWXUHVHUYLFHRSWLRQV



+DYLQJGHILQHGWKHYDOXHVDQGSULQFLSOHVWKDWHVWDEOLVKWKH$EEH\ILHOGH[SHULHQFH
%RDUGFRQVLGHUHGWKHGHWDLOHGQDWXUHRIWKHVHUYLFHRIIHUWKDWZRXOGFRQWULEXWHWRWKDW
H[SHULHQFH7KLVZDVDGGUHVVHGLQWZRSDUWVLQDQH[HUFLVHZKLFKFRQVLGHUHGD
UDQJHRIVHUYLFHVIURPEDVLFVXSSRUWWR1XUVLQJ&DUH7KHLQWHQWLRQRIWKHH[HUFLVH
ZDVWRGHYHORSDVKRUWOLVWRISUHIHUUHGDSSURDFKHVIRULQFOXVLRQLQWKHEXVLQHVV
PRGHO



)LUVWO\%RDUGFRQVLGHUHGWKHGHJUHHRIKRXVLQJSURYLVLRQWKDWZDVGHHPHG
DSSURSULDWHWRWKHPDUNHWORFDOO\,QWKLVLQVWDQFHWKHµVSHFWUXP¶RISURYLVLRQZDV
FRQVLGHUHGWRH[WHQGIURPRZQHURFFXSDWLRQ LHQRKRXVLQJSURYLVLRQIXUWKHUWKDQ
WKHSURFHVVRIVDOHWRWKRVHRFFXSDQWV WRSURYLVLRQRIDUHVLGHQWLDOW\SHIDFLOLW\
HVVHQWLDOO\HTXLYDOHQWWKHKRWHOVHUYLFHHOHPHQWRIDFDUHKRPH $6/¶VFXUUHQW
VHUYLFHRIIHULVDSSUR[LPDWHGE\WKHSRVLWLRQRIWKHORJRDORQJWKHVSHFWUXP



/LNHZLVH%RDUGFRQVLGHUHGWKHGHJUHHRIVHUYLFHSURYLVLRQWKDWPLJKWEHRIIHUHG,Q
WKLVH[DPSOHWKLVUDQJHVIURPEDVLFGRPHVWLFDVVLVWDQFH±FKDQJLQJOLJKWEXOEV
PRZLQJJUDVV±DOOWKHZD\WKURXJKWRIXOO\IOHGJHGQXUVLQJFDUH3OHDVHQRWHWKH
VWHSVLQEHWZHHQDUHRSHQWRLQWHUSUHWDWLRQ$JDLQFXUUHQWVHUYLFHLVDSSUR[LPDWHG
E\WKHORJR





:KHQFRPELQHG±WKLVDSSURDFKDOORZVIRUWKHH[SORUDWLRQRIWKHGLPHQVLRQVRI
UHJXODWLRQFRPSOH[LW\ORFDOGHPDQGDQGRXUFDSDFLW\WRGHOLYHU&XUUHQWVHUYLFHLV
DSSUR[LPDWHGE\WKHORJRDJDLQ&XUUHQWVHUYLFHLVKRXVLQJUHJXODWHGZLWKOHVV
HPSKDVLVRQFDUHUHJXODWLRQ%RDUGGLVFXVVLRQLQGLFDWHGDGHVLUHWRPDLQWDLQWKLV
DSSURDFKLQH[LVWLQJVHUYLFHVEXWFRQVLGHUWKHVHSDUDWLRQLQWRKRXVLQJUHJXODWHG
ORZHUULJKW DQGRXWUHDFKVHUYLFHV XSSHUOHIW IRUQHZVHUYLFHGHYHORSPHQW
EƵƌƐŝŶŐ
ZĞƐŝĚĞŶƚŝĂůĂƌĞ

/ŶƚĞƌŵĞĚŝĂƚĞͬZĞĂďůĞŵĞŶƚ^ĞƌǀŝĐĞƐ

KƵƚƌĞĂĐŚĐĂƌĞ
ƐĞƌǀŝĐĞƐ

^ĞƌǀŝĐĞƐƌĞŐƵůĂƚĞĚ
ŝŶďŽƚŚŚŽƵƐŝŶŐĂŶĚ
ĐĂƌĞƚĞƌŵƐ

ŽŵŝĐŝůŝĂƌǇͬWĞƌƐŽŶĂůĂƌĞ

^^ͬWĞƌƐ͘ƵĚŐĞƚĐŽŽƌĚŝŶĂƚŝŽŶ

,ŽƵƐŝŶŐ^ƵƉƉŽƌƚ

ƌŽŬĞƌĂŐĞŽĨĐĂƌĞƐĞƌǀŝĐĞƐ

WƌŽƉĞƌƚǇ
^ĂůĞƐ

WƌŝǀĂƚĞ
ZĞŶƚĂů

^ŽĐŝĂů
,ŽƵƐŝŶŐ

^ĞƌǀŝĐĞĚ
ZĞŶƚĂů

^ŚĞůƚĞƌĞĚ
,ŽƵƐŝŶŐ

ǆƚƌĂĂƌĞ
,ŽƵƐŝŶŐ

ZĞƐŝĚĞŶƚŝĂů
&ĂĐŝůŝƚǇ

&ƵŶĞƌĂůWůĂŶŶŝŶŐ͕ĚǀŝĐĞWƌŽǀŝƐŝŽŶ

'ĞŶĞƌĂů;ŶŽŶͲ
ƌĞŐƵůĂƚĞĚͿ͚ŚĞůƉ͛
ŽŵĞƐƚŝĐ,ĞůƉͬ'ƌĂƐƐƵƚƚŝŶŐ

^ƵďũĞĐƚƚŽŚŽƵƐŝŶŐ
ƌĞŐƵůĂƚŝŽŶ͕ďƵƚŶŽƚ
ĐĂƌĞƌĞŐƵůĂƚŝŽŶ




$VDFRQVHTXHQFHRIWKHVHGLVFXVVLRQVDQRXWOLQHRISRWHQWLDOGHYHORSPHQW
DSSURDFKHVZDVFRPSLOHG VHWRXWLQWKHWDEOHRYHUOHDI ,QWKHVHRSWLRQVWKH
UHIHUHQFHSURMHFW±WKHSUHIHUUHGDSSURDFK±ZDVGHVLJQHGWRLQFOXGHWKHRXWUHDFK
DQGDFFRPPRGDWLRQEDVHGVHUYLFHVQRWHGDERYH7KHVHDUHFRQVLGHUHGLQOLJKWRI
OHVVDPELWLRXVDSSURDFKHV RQHRIZKLFKHVVHQWLDOO\UHODWHVWRWKHPLQLPXPSRVVLEOH
LQSXWµGRQRWKLQJ¶ DQGDPRUHDPELWLRXVFRPSDUDWRU



7KHLQWHQWRIWKLVDSSURDFKZDVWRVHWRXWDUHIHUHQFHSURMHFWLQRUGHUWRLQIRUPWKH
HYDOXDWLRQRIDYDLODEOHVLWHVDQGGHYHORSPHQWRSSRUWXQLWLHV7KLVVHWVRXWµZKDW¶
PLJKWEHRIIHUHGDQGIDFLOLWDWHV%RDUGVHYDOXDWLRQVRIORFDWLRQVLWHDQGSDUWQHUVKLS
RSSRUWXQLWLHVLQGXHFRXUVH








2XWOLQHRIPLQLPXPUHIHUHQFHDQGDPELWLRXVDSSURDFKHVWRVHUYLFHGHOLYHU\

'R0LQLPXP /HVV$PELWLRXV
0RUH$PELWLRXV
5HIHUHQFH
3URMHFW

6FRSHRI
GHYHORSPHQW

3URYLVLRQRI
RXWUHDFK
VHUYLFHDORQJ
KRXVLQJVXSSRUW
RUQRQSHUVRQDO
FDUHOLQHV

6XSSRUWHGOLYLQJ
SOXVDFFHVVWR
VHUYLFHVZLWKLQ
GHYHORSPHQWDQG
DYDLODEOHWRORFDO
UHVLGHQWV

6XSSRUWHGOLYLQJ
ZLWKLQKLJKTXDOLW\
VXUURXQGLQJV
DFFHVVWRVHUYLFHV
ZLWKLQGHYHORSPHQW
DQGDYDLODEOHWR
ORFDOUHVLGHQWV

0LQRURUQR
VSHFLDOLVW
SURYLVLRQ

$IIRUGDEOHKRXVLQJ
RIIHUOHVV
SUHVWLJLRXVVLWH

$FFHVVLEOH
,QWHJUDWHGVHUYLFHV
DGDSWDEOH
VXFKDVFHLOLQJKRLVW
DFFRPPRGDWLRQZLWK
JHQHURXV
SURSRUWLRQV




1RIRUPDOPHGLFDO
LQYROYHPHQW

2XWUHDFK
6HUYLFH
6ROXWLRQ

2XWUHDFK
6HUYLFH
'HOLYHU\

/LPLWHGVHUYLFHRIIHU $6/VXEVLGLDU\FDUH %URNHUDJHYLD
DQGVXSSRUW
SURYLGHUIUDPHZRUN
SURYLVLRQ

1RDGGLWLRQDO
KRXVLQJ

$WWUDFWLYHKRXVLQJ
OHVVSUHVWLJLRXV
EXLOGHURUVLWH 



+LJKTXDOLW\
DWWUDFWLYHKRXVLQJ

+RXVLQJSOXV
FRPPXQLW\KXEIRU
VHUYLFHSURYLVLRQ

+RXVLQJ
(DUO\GHYHORSPHQW
VXSSRUWDQG
GULYHQE\
KDQG\SHUVRQ
DIIRUGDELOLW\
VHUYLFHRIIHUHG
ORFDOO\

(DUO\GHYHORSPHQW &OHDUDQGGHILQHG
GULYHQE\
VHUYLFHDQGKRXVLQJ
DFFRPPRGDWLRQZLWK RIIHU
VHUYLFHRIIHU
HYROYLQJ

QD

/LPLWHGH[WHQGHG
VHUYLFHOLPLWHG
RXWUHDFK QRQ
UHJXODWHG 

(VWDEOLVKRXWUHDFK %URNHUDJHEDVHG
DQGH[WHQGHG
VHUYLFHPRGHO
VHUYLFHV LQSDUDOOHO 



)LUVWRIVHYHUDO

$VH[LVWLQJ



3RVVLEOHOLQNVZLWK
ORFDOFOLQLF

&DUHGHOLYHUHG
E\3DUWQHUV

,PSOHPHQWDWLRQ 1RFKDQJH

)XQGLQJ

3UHDGDSWHGYHU\
VKHOWHUHGVXSSRUWHG
OLYLQJZLWKLQKLJK
TXDOLW\
VXUURXQGLQJV
DFFHVVWRH[WHQGHG
VHUYLFHVZLWKLQ
GHYHORSPHQWDQG
DYDLODEOHWRORFDO
UHVLGHQWV



5HVHUYHV3UXGHQWLDO 5HVHUYHV3UXGHQWLDO 5HVHUYHV3UXGHQWLDO
%RUURZLQJ
%RUURZLQJ
%RUURZLQJ
'LVSRVDOV
'LVSRVDOV
'LVSRVDOV

7KHSUHIHUUHGUHIHUHQFHSURMHFWLQGLFDWHVDFRPELQDWLRQRIKLJKTXDOLW\
DFFRPPRGDWLRQZLWKDVVRFLDWHGKRXVLQJVXSSRUWVHUYLFHVFRPSOHPHQWHGE\
RXWUHDFKVHUYLFHVWRORFDOFRPPXQLWLHV:LWKWKLVUHIHUHQFHSURMHFWLQPLQGERDUG
PHPEHUVYLVLWHGDQGFRQVLGHUHGVHYHUDOSRWHQWLDOVLWHVLQWKH$EHUGHHQDUHDWR
DVVHVVWKHLUVXLWDELOLW\IRU$6/¶VSUHIHUUHGDSSURDFK






,QVXPPDU\WKHVFDOHDQGIHHORIWKHUHIHUHQFHSURMHFW IRUHYDOXDWLRQSXUSRVHV 
ZRXOGHQFRPSDVVXQLWVIRUUHQWDOSRVVLEO\RQDOLIHWLPHOHWPRGHO7KHVH
ZRXOGEHVHWRXWLQDEUDQGHGVLWHZLWKIDFWRULQJDQGRQVLWHµSUHVHQFH¶DQGDFOHDUO\
GHILQHGRIIHURI+RXVLQJ6XSSRUWµSOXV¶WRUHVLGHQWV7KLVZRXOGEHVXSSOHPHQWHGE\
DQGWKHVLWHFKRVHQWRIDFLOLWDWH H[FHOOHQWRSSRUWXQLWLHVIRURXWUHDFKWRORFDO
SRSXODWLRQVWUXFWXUHGDURXQGWKH$EEH\ILHOGµIHHO¶QRWHGDERYH



6LPLODUO\%RDUGPHPEHUVFRQVLGHUHGWKUHHDSSURDFKHVWRPDNLQJWKHRIIHUWRWKRVH
ZKRZRXOGEHFRPHUHVLGHQW$VZHOODVGHILQLQJWKHOLNHO\FXVWRPHUEDVHWKHVH
DSSURDFKHVSUHFLSLWDWHUDWKHUGLIIHUHQWPDQDJHPHQWDSSURDFKHV


6RFLDO,QYHVWPHQWWRDGGUHVVµUHOLHIRIQHHGV¶
 &OHDUOLQNZLWKIRXQGLQJSULQFLSOHVDQGFKDULW\
 /LPLWDWLRQVRI/+$IDLUUHQWDQGVHFXUHWHQDQF\DSSO\



2YHUWO\FRPPHUFLDOIRFXVRQKLJKQHWZRUWKLQGLYLGXDOV
 2SSRUWXQLW\WRPD[LPLVH\LHOGV
 5HTXLUHV$6/WRVXSSRUWVRFLDODPELWLRQVHOVHZKHUH
 3RVVLEOHWD[DQGILQDQFHLPSOLFDWLRQVHJLIFKDULWDEOHIXQGVDUHXVHG



$IIRUGDEOHTXDOLW\
 %XVLQHVVZLWKVRFLDOYDOXH
 &RQVLVWHQWZLWK&DUU*RPP¶VSULQFLSOHV



'LVFXVVLRQWRGDWHKDVLQGLFDWHGDSUHIHUHQFHIRUGHOLYHU\RIµDIIRUGDEOHTXDOLW\¶YLD
DQDSSURDFKWREXVLQHVVZLWKUHWDLQHGVRFLDOYDOXHUHWDLQLQJ$6/¶VFKDULWDEOHVWDWXV
7KLVZRXOGEHXVHGWRRIIHUDµKRXVHIRUOLIH¶ZKLFKLVDSSURSULDWHO\VL]HGDGDSWDEOH
IRUFDUHSURYLVLRQEXWQRWFOLQLFDODQGQRWZDWHUHGGRZQLQWHUPVRIWKHTXDOLW\
RIIHUHG



&OHDUO\WKLVPRGHOFRXOGEHGHSOR\HGLQPDQ\ORFDWLRQVZLWKZHVW$EHUGHHQ%ULGJH
RI'RQRURXWO\LQJWRZQVRIIHULQJSRWHQWLDO7KLVDSSURDFKSRWHQWLDOO\DFWVDVD
SUHFXUVRUWR$6/GHYHORSPHQWVDORQJVLPLODUPRGHOVHJLQ3HWHUKHDG,QYHUXULHRU
7DUYHV±RULQGHHGFRPSOHPHQWDU\WRPRUHIRFXVVHGGHYHORSPHQWRIH[LVWLQJVLWHV
WRDGGUHVVVRFLDOQHHGV



7KLVDSSURDFKLVFRQVLVWHQWZLWKWKHFXUUHQWFKDULWDEOHREMHFWLYHVDQGUHWDLQVVRFLDO
EHQHILWVEXWSURYLGHVJUHDWHUVFRSHWRHQVXUHFRPPHUFLDOYLDELOLW\7KHSUHIHUHQFH
H[SUHVVHGE\%RDUGPHPEHUVIRUDIIRUGDEOHTXDOLW\VXJJHVWVDWDUJHWDXGLHQFH
SULPDULO\FRPSRVHGRIUHWLUHGVHQLRUSXEOLFVHFWRUVWDIIZKRILQGWKHPVHOYHVLQDQ
DVVHWULFKEXWFDVKOLPLWHGSRVLWLRQ3RWHQWLDORSSRUWXQLWLHVLQUHODWLRQWRHTXLW\
UHOHDVHOLIHWLPHUHQWRUPRUHVWUDLJKWIRUZDUGUHQWDODUUDQJHPHQWVVXSSRUWWKHQRWLRQ
RIDEXVLQHVVZLWKVRFLDOYDOXHZKLFKLVFRQVLVWHQWZLWKWKHRULJLQDODPELWLRQVRI
&DUU*RPPDQGWKH$EEH\ILHOGPRYHPHQW













([DPLQDWLRQRIKRXVLQJPDUNHWRSSRUWXQLWLHV



$VDFRQVHTXHQFHRIHQJDJHPHQWZLWKGHYHORSHUVDQGODQGRZQHUVLQDQGDURXQG
$EHUGHHQDVKRUWOLVWRIILYHVLWHVZKLFKRIIHUHGWKHSRWHQWLDOWRVXSSRUWWKHUHIHUHQFH
SURMHFW¶VUHTXLUHPHQWVZHUHLGHQWLILHG



7KHVLWHVFRQVLGHUHGZHUH


(GJHKLOO+RXVHDQGJURXQGV0LOOWLPEHU



&+$3+RPHV7RUQD'HH0LOOWLPEHU



'DQGDUD+RPHV&RXQWHVVZHOOV



'DQGDUD+RPHV6WRQH\ZRRG'\FH



6FRWLD+RPHV'XEIRUG%ULGJHRI'RQ



,QFRQVLGHULQJWKHVLWHVDYDLODEOH%RDUGPHPEHUVKDYHUHYLHZHGWKHLQWHUDFWLRQ
EHWZHHQSURSRVHGIXWXUHVHUYLFHVPRGHOVRIGHOLYHU\ZLGHUSKLORVRSK\RIDSSURDFK
DQGOLQNVZLWKQDWLRQDODQGORFDOGHPDQGVIRUVHUYLFHV



7KHDSSURDFKWRVHOHFWLQJDSUHIHUUHGVLWHUHOLHVRQWKHUHIHUHQFHSURMHFWVHWRXW
DERYHDQGFRQVLGHUDWLRQRIWKHFKDUDFWHULVWLFVRIHDFKVLWH(DFKVLWHLVHYDOXDWHG
RQWKHSHUVSHFWLYHRIILYHGLPHQVLRQVFRQVLGHUHGLQWXUQ7KLVDSSURDFKDYRLGV
XQQHFHVVDULO\GHWDLOHGFRQVLGHUDWLRQRISRVVLELOLWLHVWKDWGRQRWPHHWHVVHQWLDO
FULWHULD)RULQVWDQFHWKHUHLVOLWWOHWREHJDLQHGE\HYDOXDWLQJWKHPDQDJHPHQW
LVVXHVRIDGHYHORSPHQWWKDWGRHVQRWRIIHUVWUDWHJLFYDOXH
7KHFDVHVWREHPDGHIRUHDFKVLWHFRYHU







7KH6WUDWHJLF&DVHZKLFKH[SORUHVWKHFDVHIRUFKDQJH±ZKHWKHUWKH
SURSRVHGDSSURDFKLVQHFHVVDU\DQGZKHWKHULWILWVZLWKWKHRYHUDOOVWUDWHJ\RI
WKHRUJDQLVDWLRQRQERWKDORFDODQGQDWLRQDOFRQWH[W



7KH(FRQRPLF&DVHZKLFKDVNVZKHWKHUWKHVROXWLRQEHLQJRIIHUHG
UHSUHVHQWVEHVWYDOXHIRUPRQH\±LWUHTXLUHVDOWHUQDWLYHVROXWLRQRSWLRQVWREH
FRQVLGHUHGDQGHYDOXDWHG



7KH&RPPHUFLDO&DVHWHVWVWKHOLNHO\DWWUDFWLYHQHVVRIWKHSURSRVDOWR
GHYHORSHUVRUSDUWQHUV±ZKHWKHULWLVOLNHO\WKDWDFRPPHUFLDOO\EHQHILFLDO
GHDOFDQEHVWUXFN



7KH)LQDQFLDO&DVHDVNVZKHWKHUWKHILQDQFLDOLPSOLFDWLRQV HJFDSLWDO
LQYHVWPHQWRUSUXGHQWLDOERUURZLQJDUUDQJHPHQWV RIWKHSURSRVHG
LQYHVWPHQWDUHDIIRUGDEOH



7KH0DQDJHPHQW&DVHKLJKOLJKWVLPSOHPHQWDWLRQLVVXHVDQGGHPRQVWUDWHV
WKDWWKHSDUWQHURUJDQLVDWLRQVDUHFDSDEOHRIGHOLYHULQJWKHSURSRVHGVROXWLRQ
$VQRWHGDERYHWKLVHYDOXDWLRQEHFRPHVUHOHYDQWRQO\LIWKHRWKHUFDVHVDUH
VDWLVILHG

7KHVHZHUHFRQVLGHUHGLQWXUQIRUWKHVLWHVXQGHUFRQVLGHUDWLRQ$VXPPDU\RI
GLVFXVVLRQVLVSUHVHQWHGEHORZ




(GJHKLOOHRXVHDQGJURXQGV0LOOWLPEHU
&DVHWREHPDGH

6XPPDU\RIFRQVLGHUDWLRQV

2XWFRPH

([FHOOHQWORFDWLRQZLWKFRPSOHWHFRQWURORYHU
SURGXFW
6WUDWHJLF&DVH

6LWHRIIHUVIXOOFRQWURORIGHYHORSPHQWDQGEUDQGLQJ

3DVV

$6/ZRXOGEHDEOHWRGHILQHRIIHUDQGVHUYLFHV±
VSDFHRQVLWHIRUIOH[LELOLW\
3RVVLEOHWRHVWDEOLVKEDVHIRU1RUWKHUQRSHUDWLRQV
+LJKEDUULHUWRHQWU\EXWKLJKHQGRSSRUWXQLW\ZLWK
SRWHQWLDOGLYLGHQG
(FRQRPLF&DVH

8VHIXOEDVHIRURXWUHDFKVHUYLFHVLQLPPHGLDWH
QHLJKERXUKRRGDQGPRUHZLGHO\ $:35DFFHVV 

3DVV

2SSRUWXQLW\IRUORQJWHUP\LHOGEXWORVVRIRWKHUVLWHV
GXULQJSODQQLQJDQGEXLOG
3DUWQHUVKLSRSWLRQZLWKODQGRZQHU
&RPPHUFLDO&DVH

7RRIDURXWIRUSODQQLQJ GXULQJZKLFKWLPH
RSSRUWXQLWLHVZRXOGEHORVWHOVHZKHUH 

)DLO

)LQDQFLDO&DVH

,QYHVWPHQWRUSDUWQHUVKLSZRXOGEHQHHGHG

1RWWHVWHG

0DQDJHPHQW&DVH

'HVLJQDQGEXLOGSURFHVVZLOOWDNHWLPHDQGUHVRXUFH

1RWWHVWHG

1RWUHDG\XQWLOODWH






:KLOH%RDUGPHPEHUVZHUHDWWUDFWHGE\WKHRSSRUWXQLWLHVDYDLODEOHRQWKLVVLWHWKH
LQYHVWPHQWQHHGHGDORQJVLGHWKHOHQJWKRIWLPHWKDWZRXOGEHUHTXLUHGWRSODQDQG
EXLOGPHDQWKDWGHOLYHU\ZDVFRQVLGHUHGLPSUDFWLFDO7KHGHJUHHRIFRQWURORIIHUHG
E\WKHµGHVLJQDQGEXLOG¶DSSURDFKUHTXLUHGIRUWKLVVLWHZDVDWWUDFWLYHWRWKH%RDUG
PHPEHUVDVDSRVVLELOLW\IRUIXWXUHGHYHORSPHQWV





&H$3HRPHV7RUQD'HH0LOOWLPEHU
&DVHWREHPDGH

6XPPDU\RIFRQVLGHUDWLRQV

2XWFRPH

/LPLWHGFRQWURORIGHYHORSPHQW
$EOHWRGHILQHRIIHUDQGVHUYLFHV
6WUDWHJLF&DVH

&OHDUEUDQGLQJPLJKWQRWEHSRVVLEOH

)DLO

$PHQLW\RIQXUVLQJKRPHLQWHUIDFHPLJKWGHWUDFW
ZLGHUDXGLHQFH
&RPPXQDODUHDVSRRUO\H[HFXWHG
&DUHIXOFRQVLGHUDWLRQRIPRGHOQHHGHG
(FRQRPLF&DVH

%HQHILWRIUHODWHGVHUYLFHVRQVLWH &DUH+RPH 
GHEDWDEOH

1RWWHVWHG

+LJKFRVWVLWHEXWZLWKUHODWLYHO\VPDOO\LHOGV
&RPPHUFLDO&DVH



1RWWHVWHG

)LQDQFLDO&DVH

&RVWO\IRUZKDWLWLV

1RWWHVWHG

0DQDJHPHQW&DVH



1RWWHVWHG







,QVKRUWWKHODFNRIRSSRUWXQLW\IRUFRQWURODQGWKHJHQHUDOIHHORIWKLVVLWHZHUHIHOWWR
EHRIISXWWLQJE\WKRVHYLVLWLQJWKHVLWHV:KLOHWKHSRVVLEOHDPHQLW\YDOXHRIWKHVLWH
ZDVDWWUDFWLYHWRVRPHWKHSUR[LPLW\ EXWODFNRIIRUPDOFRQQHFWLRQ WRWKHFDUH
KRPHGHWUDFWHGIURPWKHRYHUDOOYDOXHRIWKHSURSRVLWLRQ7KHVLWHGLGQRWRIIHU
DIIRUGDEOHYDOXH6LQFHWKHVHHDUO\ILQGLQJVUHVXOWLQDIDLOXUHWRPHHW$6/¶VVWUDWHJLF
REMHFWLYHVWKHIXUWKHUEXVLQHVVFDVHVZHUHQRWHYDOXDWHG





'DQGDUDHRPHV&RXQWHVVZHOOV
&DVHWREHPDGH

6XPPDU\RIFRQVLGHUDWLRQV

2XWFRPH

)XOOVHUYLFHEUDQGHGVLWHZLWKVLJQLILFDQWLPSDFW
DQGRSSRUWXQLW\IRUKLJKYROXPHRIXQLWV
3RVVLEOHEDVHIRUQRUWKHUQRSHUDWLRQVDQGH[WHQGHG
RXWUHDFK
6WUDWHJLF&DVH

([FHOOHQWVFRSHRIFRQWURORYHUVLWH

3DVV

+LJKTXDOLW\DVSLUDWLRQDORIIHU
6DIHVWUHHWVJRRGXVHRIVSDFHLQGRRUV
'HSDUWXUHIURPSUHYLRXVDSSURDFKHV
/DFNRIUHWDLO"
3UHPLXPSURGXFWKLJK\LHOGVEXWKLJKEDUULHUWR
HQWU\
(FRQRPLF&DVH

%DVHIRURXWUHDFKVHUYLFHV

3DVV

$LPHGDWFXUUHQWUDWKHUWKDQIXWXUHPDUNHW

&RPPHUFLDO&DVH

'HYHORSHUDPHQDEOHWRSDUWQHUVKLS

3DVV

6LJQLILFDQWORQJWHUPRSSRUWXQLWLHV
)LQDQFLDO&DVH

6XEVWDQWLDOERUURZLQJ,QYHVWPHQWRU3DUWQHUQHHGHG

3DVV

6FDOHRILQYHVWPHQWPLJKWOLPLWIXWXUHDPELWLRQV
$EEH\ILHOG5RDG
0DQDJHPHQW&DVH

'HJUHHRIFKDOOHQJHWRUHLQYLJRUDWH$6/

3DVV

&RPPRQURRPOD\RXWQRWH[FHOOHQW






7KLVVLWHDQGWKHSDUWQHUVKLSDSSURDFKRIIHUHGZLWK'DQGDUDZHUHIHOWWRRIIHUD
GHJUHHRIFKDOOHQJHWRDVVLVWLQWKHUHLQYLJRUDWLRQRI$6/:KLOHFKDOOHQJLQJLQWHUPV
RIDIIRUGDELOLW\DQGWKHGHJUHHRIGHSDUWXUHIURPSUHYLRXVDSSURDFKHVWKHVLWHZDV
IDYRXUHGE\%RDUGPHPEHUV7KHUHODWLRQVKLSZLWKWKLVGHYHORSHUZDVFRQVLGHUHGWR
RIIHUDSRWHQWLDOIRUORQJWHUPEHQHILWDWYDULRXVORFDWLRQV





'DQGDUDHRPHV6WRQH\ZRRG'\FH
&DVHWREHPDGH

6XPPDU\RIFRQVLGHUDWLRQV

2XWFRPH

/LPLWHGFRQWURORIGHVLJQ
0LGXSSHUPDUNHW
*RRGORFDOIDFLOLWLHVDQGRXWUHDFKRSWLRQV
6WUDWHJLF&DVH

9LOODJHVTXDUHOD\RXW

)DLO

$LUSRUW1RLVH
,QVXIILFLHQWO\DVSLUDWLRQDO
(FRQRPLF&DVH

*RRG\LHOGRSSRUWXQLW\EXWKLJKEDUULHUWRHQWU\

1RWWHVWHG

3DUWQHUVKLSZLWKGHYHORSHU
&RPPHUFLDO&DVH

%HWWHUSULFHWKDQ&RXQWHVVZHOOVEXWORZHU\LHOGV

1RWWHVWHG

3DUWQHUVKLSRUH[WHQVLYHERUURZLQJUHTXLUHG
)LQDQFLDO&DVH

6FDOHLQVXIILFLHQWWRJHQHUDWH\LHOG"

1RWWHVWHG

&KHDSHUWKDQ&RXQWHVVZHOOV
0DQDJHPHQW&DVH








1RWWHVWHG

$OWKRXJKPXFKRIWKHIHHORIWKH6WRQH\ZRRGVLWHZDVVLPLODUWRWKHRIIHUDW
&RXQWHVVZHOOVLWZDVFRQVLGHUHGWREHDOHVVDVSLUDWLRQDOYHUVLRQRIDVLPLODURIIHU
DQGWKHUHIRUHRIOLPLWHGLQWHUHVW:KLOHWKHFRPPHUFLDOFDVHRIIHUVDORZHUWKUHVKROG
WRHQWU\DVVXPSWLRQVRIUHGXFHG\LHOGVXJJHVWWKDWWKLVZRXOGQRWEHWR$6/¶VORQJ
WHUPDGYDQWDJH





6FRWLDHRPHV'XEIRUG%ULGJHRI'RQ
&DVHWREHPDGH

6XPPDU\RIFRQVLGHUDWLRQV

2XWFRPH

0L[HGVLWHUHIOHFWLQJUDQJHRIPDUNHW
*RRGEDODQFHRIRZQHGDQGORFDOKRXVLQJ
&RQVLVWHQF\ZLWKKLVWRULFPRGHO
6WUDWHJLF&DVH

6HQVHRIFRPPXQLW\

3DVV

6RFLDOUDWKHUWKDQRYHUWO\FRPPHUFLDO
/RFDWLRQQRWDVSUHVWLJLRXV
2QHRIIRSSRUWXQLW\QRIXWXUHRSWLRQV
1RWVXIILFLHQWO\DVSLUDWLRQDO
6XIILFLHQWO\ODUJHWRPDNHLPSDFW
(FRQRPLF&DVH

*RRGRXWUHDFKRSSRUWXQLWLHV

3DVV

6LWHUHDG\WRJREXWVORZHUSURFHVVWKDQDW
&RXQWHVVZHOOV
&RPPHUFLDO&DVH
)LQDQFLDO&DVH

7LPLQJWRRORQJ
µVRIWHU¶SDUWQHUVKLS$6/ZRXOGEHµVHQLRUSDUWQHU¶
3RVVLEOHPL[RIFDVKDQGLQYHVWPHQWRUERUURZLQJ

)DLO
1RWWHVWHG

$SSURSULDWHVFDOHHDVLO\H[WHQGHG
0DQDJHPHQW&DVH

2XWUHDFKWR%ULGJHRI'RQ

1RWWHVWHG

&DUHQHHGHGRYHUGHJUHHRIGHVLJQFKDQJHV


7KHOD\RXWDQGIHHORIWKH'XEIRUGVLWHZDVIHOWWREHDWWUDFWLYHWRPDQ\EXWZDVIHOW
WRRIIHUDQDSSURDFKPRUHLQNHHSLQJZLWKµVRFLDOYDOXH¶WKDQWKHµDIIRUGDEOHTXDOLW\¶
SKLORVRSK\RXWOLQHGSUHYLRXVO\)URPDSUDFWLFDOSHUVSHFWLYHZKLOHWKHRIIHUZDV
DIIRUGDEOHWKHGHYHORSPHQWWLPHWDEOHZDVORQJHUWKDQVHWRXWDW&RXQWHVVZHOOVDQG
WKHVLWHOHVVSUHVWLJLRXV2QWKHZKROHWKLVZDVIHOWWRSURYLGHDOHVVDPELWLRXVRIIHU
WKDQPLJKWEHDYDLODEOHHOVHZKHUH,QDGGLWLRQLWZDVQRWHGWKDWSDUWQHUVKLSZLWKWKLV
GHYHORSHURIIHUHGDRQHRIIUDWKHUWKDQORQJHUWHUPDSSURDFK

3UHIHUUHG2SWLRQ




$VDFRQVHTXHQFHRIVLWHYLVLWVDQGGLVFXVVLRQVZLWK%RDUG0HPEHUVDVWURQJ
SUHIHUHQFHIRUWKH&RXQWHVVZHOOVVLWHKDVHPHUJHG,QSDUWLFXODUWKLVRIIHUVKLJK
TXDOLW\KRXVLQJRSWLRQVZLWKVRPHUHPDLQLQJFKRLFHEHWZHHQEXQJDORZVIODWVDQGD
PXOWLXQLWGHYHORSPHQWIRUDVVLVWHGOLYLQJ:KLOHFKDOOHQJHVLQUHODWLRQWRFRPPHUFLDO
ULJRXURQWKHSDUWRIWKHGHYHORSHUDUHDQWLFLSDWHGPHHWLQJVXFKFKDOOHQJHVDUH
FRQVLGHUHGWREHWR$6/¶VIXWXUHEHQHILW






6HFWLRQ$&DULQJ&RPPXQLW\LQWKHHHDUWRI$EHUGHHQ


%DFNJURXQGDQG&RQWH[W



7KLVVHFWLRQRXWOLQHVDSURMHFWLQ$EHUGHHQIRUDSSURYDOE\ERDUGWRSURFHHG,WVHWV
RXWEURDGVHUYLFHFKDUDFWHULVWLFVEDVHGRQWKHSUHIHUUHGDSSURDFKHVDQGVLWH
LGHQWLILHGDERYH



$EEH\ILHOG6FRWODQG/LPLWHGZLVKWRFRPPLVVLRQDQHLJKERXUKRRGFRQGXFLYHWR
PHHWLQJWKHQHHGVRIROGHUSHRSOHLQFRUSRUDWLQJKRXVLQJVXSSRUWDQGFDUH
DORQJZLWKVXLWDEOHDFFHVVWROHLVXUHUHFUHDWLRQDODQGFRPPHUFLDOIDFLOLWLHV



7KHGHYHORSPHQWZLOOSURYLGH


+LJKTXDOLW\KRPHVDQGIDFLOLWLHVLQDQDVSLUDWLRQDOVHWWLQJDQGHQYLURQPHQW
ZLWKDPL[WXUHRIW\SHVDQGWHQXUHVDEOHWRPHHWWKHQHHGVDQGDVSLUDWLRQVRI
ROGHUSHRSOH



$ZLGHUDQJHRIFDUHDQGVXSSRUWSURYLVLRQWKDWZLOOHQDEOHSHRSOHWRUHPDLQ
HLWKHULQWKHLURZQKRPHRULQDKRPHO\VHWWLQJZLWKLQWKHGHYHORSPHQWDUHD
IRUDVORQJDVWKH\FKRRVH



$WUDLQLQJDQGOHDUQLQJHQYLURQPHQWIRUZRUNIRUFHDQGSURIHVVLRQDO
GHYHORSPHQWDFWLYLWLHV



$FRPPXQLW\IRFXVWKDWGHYHORSVDPXWXDOFDUHDSSURDFKZKHUHDOOUHVLGHQWV
EXVLQHVVHVDQGRWKHUXVHUVZRUNWRJHWKHUWRPXWXDOO\UHLQIRUFHWKHLU
FRQWULEXWLRQVWRRYHUDOOKHDOWKZHOOEHLQJDQGKDSSLQHVVRIUHVLGHQWV



$VHQVHRIFRPPXQLW\ZLWKLQWKHZLGHUQHLJKERXUKRRGZKHUHWKHUHLVSRVLWLYH
LQWHUDFWLRQSURYLGLQJDKXEIRUVXSSRUWDQGVHUYLFHVDQGIDFLOLWLHVWKDWRIIHU
EHQHILWVWRWKRVHOLYLQJLQVXUURXQGLQJDUHDV



)DFLOLWLHVWREHWWHUGHOLYHUPRGHOVRIFDUHDQGVXSSRUWEDVHGRQSUHYHQWDWLYH
DQGDQWLFLSDWRU\FDUHZLWKDIRFXVRQUHFRYHU\UHKDELOLWDWLRQDQGUHDEOHPHQW
WKDWKHOSROGHUSHRSOHWRRSWLPLVHWKHLULQGHSHQGHQFHDQGZHOOEHLQJDWKRPH
RULQDKRPHO\VHWWLQJ



%DFNJURXQGDQGFRQWH[WXDOLQIRUPDWLRQLVSURYLGHGLQWKH$UQHLO-RKQVWRQ¶VSDSHU
0DUNHW7HVWLQJIRU(QKDQFHGDQG&RPPXQLW\6HUYLFHV'HPRJUDSKLF
FRQVLGHUDWLRQVDUHGLVFXVVHGLQWKHFDSDFLW\SODQQLQJZRUNFRQGXFWHGE\5HG+HQ
/WG&RPSDUDWLYH*HRJUDSKLFDQG0DUNHW$QDO\VLVRIGHPDQGIRU+RXVLQJZLWK
6XSSRUWDQG5HWLUHPHQW+RXVLQJ,QHVVHQFHWKLVZRUNIRXQGWKDWDJURZLQJROGHU
SRSXODWLRQFRXSOHGZLWKUHVWULFWHGSXEOLFILQDQFHPHDQVFXUUHQWFDUHVHUYLFHVDUHQRW
VXVWDLQDEOH



%\ZD\RIZLGHUFRQWH[WWKHUHDUHDYDULHW\RISRVVLEOHGHILQLWLRQVRIVKHOWHUHG
KRXVLQJXVHGE\GLIIHUHQWRUJDQLVDWLRQV7KHUHDUHWZREURDGGLPHQVLRQVWKDWFDQ
EHLQFOXGHGLQDGHILQLWLRQ




3K\VLFDODWWULEXWHVRIWKHSURSHUW\ HJPHHWLQJGLVDELOLW\VWDQGDUGVHWF 







6HUYLFHSURYLVLRQDVVRFLDWHGZLWKWKHSURSHUW\ HJFRPPXQLW\DODUP
ZDUGHQ 



+RXVLQJIRUROGHUSHRSOHDSSHDUVWRIDOOLQWRWKHIROORZLQJIRXUEURDGFDWHJRULHV



$PHQLW\RUPHGLXPGHSHQGHQF\KRXVLQJ±WKLVKRXVLQJLVJHQHUDOO\FRQVLGHUHG
WREHVXLWDEOHIRUROGHUSHRSOHGXHWRLWVSK\VLFDOFKDUDFWHULVWLFVEXWGRHVQRW
DXWRPDWLFDOO\LQFOXGHDQ\VHUYLFHV



HRXVLQJZLWKDFRPPXQLW\DODUP±DVZHOODVKDYLQJVXLWDEOHSK\VLFDO
FKDUDFWHULVWLFVWKHVHSURSHUWLHVDUHOLQNHGWRDFDOOFHQWUHZKLFKUHVSRQGVLIWKH
DODUP RURWKHUHTXLSPHQWVXFKDVVPRNHGHWHFWRUV LVWULJJHUHG



HRXVLQJZLWKDZDUGHQVHUYLFH RIWHQUHIHUUHGWRDVVKHOWHUHGKRXVLQJ ±VXFK
KRXVLQJLVXVXDOO\EXLOWLQDEORFNRUFRPSULVHVDFOXVWHURIEXQJDORZVDQGRIWHQ
LQFOXGHVFRPPXQDOIDFLOLWLHVVXFKDVDORXQJH,QDGGLWLRQVFKHPHUHVLGHQWVFDQ
FDOOXSRQDZDUGHQIRUVXSSRUWLIQHFHVVDU\DQGWKHZDUGHQRIWHQDOVRRUJDQLVHV
DFWLYLWLHV



([WUDFDUHKRXVLQJ±LQUHFHQW\HDUVDQDGGLWLRQDOFDWHJRU\±RIWHQNQRZQDVµH[WUD
FDUHKRXVLQJ¶RUµYHU\VKHOWHUHGKRXVLQJ¶±KDVEHFRPHLQFUHDVLQJO\SRSXODU7KLV
DFFRPPRGDWLRQLVJHQHUDOO\VXLWDEOHIRUIUDLOHUSHRSOHZKRPLJKWRWKHUZLVHPRYH
LQWRD&DUH+RPH$OWKRXJKVLPLODUWRVFKHPHVZLWKZDUGHQVH[WUDFDUHRUYHU\
VKHOWHUHGKRXVLQJVFKHPHVXVXDOO\DOORZIRUWKHSURYLVLRQRIDGGLWLRQDOFDUH
VHUYLFHV7KH\PD\DOVRKDYHDGGLWLRQDOIDFLOLWLHV HJSURYLVLRQRIDQDVVLVWHG
EDWKURRP DQGSURYLVLRQRIPHDOV+RZHYHULWVKRXOGEHQRWHGWKDWWKHUHLVQRVLQJOH
PRGHOIRUWKLVW\SHRIKRXVLQJDQGSURYLVLRQFDQEHYDULHG



&RQVXOWDWLRQKDVFRQILUPHGWKDWROGHUSHRSOHRYHUZKHOPLQJO\ZDQWWROLYHLQWKHLU
RZQKRPHVZLWKDVPXFKLQGHSHQGHQFHDVSRVVLEOH$EEH\ILHOG6FRWODQG¶VFDSDFLW\
SODQQLQJUHFRJQLVHVWKLVDQGSURPRWHVDUDQJHRIVHUYLFHVWRVXSSRUWDFKLHYHPHQW
RIWKLVJRDO7KH&RXQWHVVZHOOVGHYHORSPHQWSURYLGHVDVLJQLILFDQWRSSRUWXQLW\WR
IXUWKHUWKLVDPELWLRQ



2OGHUSHRSOHOLNHWKHUHVWRIWKHFRPPXQLW\KDYHGLIIHUHQWDQGYDU\LQJQHHGVDQG
GLIIHUHQWOHYHOVRIUHVRXUFHVWRFRQWULEXWHWRZDUGPHHWLQJWKRVHQHHGV±KRXVLQJDQG
FDUHDUUDQJHPHQWVQHHGWRUHIOHFWWKHVHGLIIHUHQWFLUFXPVWDQFHV



7KHUHLVDQRSSRUWXQLW\WRXWLOLVHWKH&RXQWHVVZHOOVVLWHLQ$EHUGHHQLQFRQMXQFWLRQ
ZLWKRXWUHDFKDFWLYLW\WRFUHDWHSDFNDJHVRIKRXVLQJDQGVXSSRUWWKDWDUH
LPDJLQDWLYHKLJKTXDOLW\DQGPDNHDVLJQLILFDQWFRQWULEXWLRQWRZDUGPHHWLQJIXWXUH
QHHGVDQGDVSLUDWLRQV













1DWLRQDO3ROLF\&RQWH[W



.H\HOHPHQWVRIQDWLRQDODQGORFDOSROLF\LQFOXGH



5HVKDSLQJ&DUHIRU2OGHU3HRSOH$3URJUDPPHIRU&KDQJH
7KHFRUHDLPRI5HVKDSLQJ&DUHLVWRUHGHVLJQVHUYLFHVDQGLQFUHDVHWKHUDQJHRI
VXSSRUWVWRHQVXUHWKH\DUHERWKVXVWDLQDEOHLQWKHORQJWHUPDQGWKDWWKH\LPSURYH
RXWFRPHV2OGHUSHRSOHDGYLVHWKDWJLYHQWKHRSWLRQWKH\ZDQWWRVWD\LQWKHLURZQ
KRPHVIRUDVORQJDVSRVVLEOHDQGKDYHFDUHWKDWLVSHUVRQDOLVHGDFFRUGLQJWRWKHLU
RZQLQGLYLGXDOQHHGVDQGSUHIHUHQFHV5HVKDSLQJ&DUHSURPRWHVFRPPXQLW\
FDSDFLW\EXLOGLQJDQGQHZPRGHOVRIFDUHDQGVXSSRUWWKDWVKLIWWKHEDODQFHRI
SURYLVLRQDZD\IURPLQVWLWXWLRQDOFDUHWRZDUGVFDUHDWKRPH



&DULQJ7RJHWKHU7KH&DUHUV6WUDWHJ\IRU6FRWODQG
7KHNH\DLPRIWKHVWUDWHJ\LVWRHQVXUHWKDW³FDUHUVDUHVXSSRUWHGWRPDQDJHWKHLU
FDULQJUHVSRQVLELOLWLHVZLWKFRQILGHQFHDQGLQJRRGKHDOWKDQGWRKDYHDOLIHRIWKHLU
RZQRXWVLGHRIFDULQJ´



6HOIGLUHFWHG6XSSRUW$1DWLRQDO6WUDWHJ\IRU6FRWODQG SXEOLVKHG2FWREHU
 
7KLVWHQ\HDUVWUDWHJ\DLPVWRKHOSWDNHIRUZDUGWKHSHUVRQDOLVDWLRQRIKHDOWKDQG
VRFLDOFDUHVHUYLFHVDFURVV6FRWODQGWKURXJKHPSRZHULQJLQGLYLGXDOVLQWHUPVRI
JUHDWHUFKRLFHDQGFRQWURORYHUWKHVHUYLFHWKH\UHFHLYH6HOIGLUHFWHGVXSSRUWPD\
LQYROYHWKHXVHRI'LUHFW3D\PHQWV,QGLYLGXDO%XGJHWVRUDFRPELQDWLRQRIWKHVH



$JHHRPH &RPPXQLW\$6WUDWHJ\IRUHRXVLQJIRU6FRWODQG¶V2OGHU3HRSOH

7KLV6WUDWHJ\VXSSRUWVWKHYLVLRQRI5HVKDSLQJ&DUHIRU2OGHU3HRSOHZKHUHROGHU
SHRSOHDUHVXSSRUWHGWRHQMR\IXOO\DQGSRVLWLYHOLYHVLQWKHLURZQKRPHRULQD
KRPHO\VHWWLQJ



6FRWODQG¶V1DWLRQDO'HPHQWLD6WUDWHJ\
7KH'HPHQWLD6WUDWHJ\KLJKOLJKWVWKHQHHGIRUWUDQVIRUPDWLRQDOFKDQJHDFURVVWKH
KHDOWKDQGVRFLDOFDUHV\VWHPVLQFOXGLQJWKHLPSURYHPHQWLQSRVWGLDJQRVWLFVXSSRUW



/LYLQJDQG'\LQJ:HOO$1DWLRQDO$FWLRQ3ODQIRU3DOOLDWLYHDQG(QGRI/LIH
&DUHLQ6FRWODQG
/LYLQJDQG'\LQJ:HOOHPSKDVLVHVWKHLPSRUWDQFHRIDSHUVRQFHQWUHGDSSURDFKWR
FDUHSODQQLQJDQGWRZDUGVWKHGHOLYHU\RIFDUHLQFOXGLQJFRPPXQLFDWLRQ
FROODERUDWLRQDQGWKHFRQWLQXLW\RIFDUH(DUO\LGHQWLILFDWLRQRISDOOLDWLYHFDUHQHHGV
DQGDKROLVWLFDVVHVVPHQWZKLFKLQFOXGHVWKHSK\VLFDOVRFLDOHPRWLRQDOFXOWXUDO
UHOLJLRXVDQGVSLULWXDOQHHGVRIWKHLQGLYLGXDODQGWKHLUFDUHUDUHDFHQWUDOSDUWRIWKLV



&RPPLVVLRQRQWKH)XWXUH'HOLYHU\RI3XEOLF6HUYLFHV
7KH&KULVWLH&RPPLVVLRQPDGHIRXUPDLQUHFRPPHQGDWLRQVLQUHODWLRQWRWKHQHHG
IRUSXEOLFVHUYLFHUHIRUP




5HIRUPVPXVWDLPWRHPSRZHULQGLYLGXDOVDQGFRPPXQLWLHVUHFHLYLQJSXEOLF
VHUYLFHVE\LQYROYLQJWKHPLQWKHGHVLJQDQGGHOLYHU\RIWKHVHUYLFHVWKH\XVH









3XEOLFVHUYLFHSURYLGHUVPXVWEHUHTXLUHGWRZRUNPXFKPRUHFORVHO\LQ
SDUWQHUVKLSWRLQWHJUDWHVHUYLFHSURYLVLRQDQGWKXVLPSURYHWKHRXWFRPHV
WKH\DFKLHYH



:HPXVWSULRULWLVHH[SHQGLWXUHRQSXEOLFVHUYLFHVZKLFKSUHYHQWQHJDWLYH
RXWFRPHVIURPDULVLQJ



$QGRXUZKROHV\VWHPRISXEOLFVHUYLFHV±SXEOLFWKLUGDQGSULYDWHVHFWRUV±
PXVWEHFRPHPRUHHIILFLHQWE\UHGXFLQJGXSOLFDWLRQDQGVKDULQJVHUYLFHV
ZKHUHYHUSRVVLEOH

HHDOWKDQG6RFLDO&DUH,QWHJUDWLRQ
7KHLQWHJUDWLRQDJHQGDVXSSRUWVFRSURGXFWLRQDQGWKHMRLQLQJXSRIGHOLYHU\RI
KHDOWKDQGVRFLDOFDUHVHUYLFHV7KHOHJLVODWLRQXQGHUSLQQLQJWKHLQWHJUDWLRQRI
KHDOWKDQGFDUHVHWVRXWQLQHQDWLRQDOREMHFWLYHVWKHPRVWUHOHYDQWRIZKLFKWRWKLV
ZRUNDUH


3HRSOHDUHDEOHWRORRNDIWHUDQGLPSURYHWKHLURZQKHDOWKDQGZHOOEHLQJDQG
OLYHLQJRRGKHDOWKIRUORQJHU



3HRSOHLQFOXGLQJWKRVHZLWKGLVDELOLWLHVRUORQJWHUPFRQGLWLRQVRUZKRDUH
IUDLODUHDEOHWROLYHDVIDUDVUHDVRQDEO\SUDFWLFDEOHLQGHSHQGHQWO\DQGDW
KRPHRULQDKRPHO\VHWWLQJLQWKHLUFRPPXQLW\



+HDOWKDQGVRFLDOFDUHVHUYLFHVDUHFHQWUHGRQKHOSLQJWRPDLQWDLQRULPSURYH
WKHTXDOLW\RIOLIHRISHRSOHZKRXVHWKRVHVHUYLFHV

 /RFDOSROLFLHV
/RFDOSROLFLHV RIWHQUHTXLUHGE\RULQUHVSRQVHWRWKHGHYHORSPHQWVGHVFULEHG
DERYH LQFOXGH6LQJOH2XWFRPH$JUHHPHQWV 62$ WKH2XWFRPH'HOLYHU\3ODQV
WKH/RFDO$XWKRULW\&KDQJH3URJUDPPHV/RFDO+RXVLQJ6WUDWHJLHV1+6/RFDO
'HOLYHU\3ODQVDQG&DUHUV6WUDWHJLHV WKHVHDUHQRWLQWHUURJDWHGLQGHWDLOLQWKLV
GRFXPHQW :KLOHWKHVHWHQGWRUHIOHFWORFDOLVVXHVDQGFKDOOHQJHVWKHUHLVDEURDG
FRUUHODWLRQEHWZHHQDUHDVSDUWLFXODUO\DURXQGWKHQRWLRQRISUHYHQWDWLYHDQGIOH[LEOH
VHUYLFHV
 &ROOHFWLYHO\WKHVHSROLFLHVVKDSHDFOHDUDJHQGDLQ6FRWODQGWRHPSRZHUSHRSOH
ZLWKLQWKULYLQJFRPPXQLWLHVWREHDEOHWRSDUWLFLSDWHDVIXOO\DVWKH\FDQDQGWROLYH
DQLQGHSHQGHQWDOLIHDVSRVVLEOHIRUDVORQJDVSRVVLEOHYLDWKHLPSOHPHQWDWLRQRID
YDULHW\RISUHYHQWDWLYHVXSSRUWVSURYLGHGE\DUDQJHRISDUWQHUV












$Q8QGHUSLQQLQJ3KLORVRSK\



7KHHWKRVXQGHUSLQQLQJWKH&RXQWHVVZHOOVGHYHORSPHQWZLOOEHRIPXWXDOVXSSRUWLQ
DQDVSLUDWLRQDOFRQWH[WDLPHGDWHQDEOLQJUHVLGHQWVWRDFKLHYHWKHEHVWTXDOLW\RIOLIH
FRPPHQVXUDWHZLWKWKHLUSHUVRQDOFLUFXPVWDQFHVDQGFKRLFHV7KHGHYHORSPHQWZLOO
EHSURPRWHGDVEHLQJDSODFHZKHUHROGHUSHRSOHZLWKYDU\LQJOHYHOVRIQHHGFDQ
HQMR\DJRRGSK\VLFDODQGVRFLDOHQYLURQPHQWLQFOXGLQJKLJKTXDOLW\KRXVLQJVHW
ZLWKLQZHOOPDLQWDLQHGDQGDWWUDFWLYHODQGVFDSHGHQYLURQVFRPSOHPHQWHGE\DUDQJH
RIDFFHVVLEOHKHDOWKVRFLDODQGOHLVXUHIDFLOLWLHV



&UXFLDOO\WKLVRIIHUZRXOGEHDYDLODEOHWRWKRVHH[SUHVVLQJDFKRLFHIRUVHUYLFHV
5DWKHUWKDQUHO\RQIRUPDODVVHVVPHQWVDQGVHUYLFHVFRPPLVVLRQHGE\VWDWXWRU\
DJHQFLHVLQGLYLGXDOVZRXOGEHDEOHWRVHOHFWDQGEHQHILWDFFRUGLQJWRWKHLURZQ
SUHIHUHQFHV7KHRSWLRQZRXOGUHPDLQRSHQIRUWKHVHVHUYLFHVWREHFRPPLVVLRQHG
DQGWKHLUGHVLJQDGGUHVVHVWKHFKDOOHQJHVRI DQGRXWFRPHVH[SHFWHGIURP 
VWDWXWRU\SURYLVLRQ



7KHFDUHDQGVXSSRUWHOHPHQWVZLOOIRFXVRQUHFRYHU\UHKDELOLWDWLRQDQGUHDEOHPHQW
WKURXJKDUDQJHRILQWHJUDWHGVHUYLFHVDQGVXSSRUWVLQFOXGLQJ







(QVXULQJDUHKDELOLWDWLRQDQGUHDEOHPHQWDSSURDFKLVDGRSWHGIRUDOOFDUHDQG
VXSSRUWLQSXWV±KHOSLQJSHRSOHWRGRDVPXFKIRUWKHPVHOYHVDVSRVVLEOHDQG
UHWDLQLQJDVHQVHRIFRQWUROHYHQZKHUHFDUHKDVWREHSURYLGHGWRWKHP



$IRFXVRQSHUVRQDORXWFRPHVDQGJRDOVIRUHDFKUHVLGHQWWRRSWLPLVHWKHLU
TXDOLW\RIOLIH



/RZOHYHOVXSSRUWVWRHQVXUHQRRQHLVLVRODWHGORQHO\ HJWRPLQLPLVHULVNRI
GHSUHVVLRQZKLFKLVDWULJJHUIRUGHWHULRUDWLQJKHDOWK DQGWRVXSSRUWHDUO\
GLDJQRVLV



(PSKDVLVRQSUHYHQWDWLYHDQGDQWLFLSDWRU\FDUHLQFOXGLQJSURYLVLRQRI
DQWLFLSDWRU\FDUHSODQVIRUDOOUHVLGHQWV LQDJHQHUDOUDWKHUWKDQWKHFOLQLFDO
VHQVH 



(QFRXUDJLQJDQGPDNLQJUHDODPXWXDOFDUHDSSURDFKZKHUHLQGLYLGXDOV
IDPLOLHVQHLJKERXUVDQGIULHQGVWKHZLGHUFRPPXQLW\DQGSURIHVVLRQDOVZRUN
WRJHWKHULQDFRKHVLYHZD\WRGHOLYHULQWHJUDWHGDQGKROLVWLFFDUH

,QSUDFWLFHWKLVZLOOLQFOXGH


*RRGLQIRUPDWLRQDGYLFHDQGDVVLVWDQFHWRKHOSPDNHFKRLFHVDQG
LPSOHPHQWWKHPRIIHUHGWKURXJKDVLQJOHDFFHVVSRLQW SHUVRQRUSODFH $W
SUHVHQWLQIRUPDWLRQFDQEHVFDWWHUHGFRQIXVLQJDQGOHDYHVWKHROGHUSHUVRQ
ZLWKWKHUHVSRQVLELOLW\WRWU\DQGLQWHUSUHWXQGHUVWDQGDQGGHFLGHZKDWWRGR



&RPPXQLW\FRQWDFWV±SRVVLEO\LQFOXGLQJYROXQWHHUVRUUGVHFWRU
RUJDQLVDWLRQV±WRYLVLWWRRIIHUVXSSRUWDQGWRHQFRXUDJHDVVLVWROGHUSHRSOH
WREHDVDFWLYHDVSRVVLEOH



$YDLODELOLW\RILQIRUPDODQGORZOHYHOVXSSRUWWRDVVLVWZLWKJDUGHQLQJ
VKRSSLQJFOHDQLQJWUDQVSRUWDQGFDUHDQGUHSDLUDFWLYLWLHV













([FHOOHQWLQWHUPHGLDWHFDUHUHKDELOLWDWLRQDQGUHDEOHPHQW



8VHRIWHFKQRORJ\WRVXSSOHPHQWSHUVRQDOFRQWDFWVHJWHOHFDUHDQG
WHOHKHDOWKVHUYLFHV



5DSLGDFFHVVWRDQGVXSSRUWHGGLVFKDUJHIURPLQWHQVLYHFDUHVHWWLQJVZKHQ
UHTXLUHG



)RFXVVHGDQGVSHFLDOLVWFDUHIRUWKRVHZLWKGHPHQWLD



*RRGHQGRIOLIHFDUH

7RDFKLHYHWKLVYLVLRQIRULQGLYLGXDOO\VHOHFWHGDQGFRPPLVVLRQHGVHUYLFHVWKHUH
PD\QHHGWREHDSDUWQHUVKLSDSSURDFKSDUWQHUVPLJKWMRLQWO\FRPPLVVLRQWKH
GHYHORSPHQWDQGZLOOLQYHVWLJDWHWKHEHQHILWVRIHVWDEOLVKLQJHJDFRPPXQLW\WUXVW
WREHUHVSRQVLEOHIRUWKHRQJRLQJPDQDJHPHQWDQGPDLQWHQDQFHRIWKHFRPPRQ
SDUWVRIWKHGHYHORSPHQWDQGWRHQVXUHWKHSXUSRVHDQGHWKRVLVSURWHFWHGIRUIXWXUH
JHQHUDWLRQV








&DSDFLW\



$6/UHYLHZHGD&DSDFLW\SODQIRUWKHGHOLYHU\RIFDUHVHUYLFHVWRROGHUSHRSOHLQ
-DQXDU\7KHFDSDFLW\SODQSUHVHQWVGHWDLOHGGHPRJUDSKLFLQIRUPDWLRQDQG
XVHVWKLVDVDEDVLVIRUSODQQLQJVHUYLFHFDSDFLW\IRUROGHUSHRSOH¶VFDUH

HRXVLQJ


,WLVVXJJHVWHGWKDWFDUHIXOFRQVLGHUDWLRQEHJLYHQWRWKHORQJWHUPPL[RIEXQJDORZV
DQGIODWVRUXQLWVWREHSURYLGHGWKHFRPSRVLWLRQTXDQWLW\DQGOD\RXWWREHVXEMHFWWR
GLVFXVVLRQZLWKWKHGHYHORSHU7KHVHFRXOGLQFRUSRUDWHDUDQJHRIWHQXUHVRZQHU
RFFXSLHGVKDUHGHTXLW\DQGUHQWHG ZLWKDSSURSULDWHFRQWUROEHLQJREWDLQHGYLD
PLVVLYHVRUUHQWDODJUHHPHQWV ZLWKWKHUHQWHGDQGVKDUHGHTXLW\EHLQJKHOGE\
HLWKHU$6/RUDVXEVLGLDU\



+RXVLQJQHHGVDVVHVVPHQWVVXJJHVWWKHUHLVDKLJKGHPDQGIRUDFFRPPRGDWLRQ
VXLWHGWRWKHQHHGVRIROGHUSHRSOHDQGWKDWSURYLVLRQRIVXFKDFFRPPRGDWLRQFRXOG
OHDGWRODUJHUIDPLO\KRXVLQJEHLQJIUHHGXSWKHUHE\HDVLQJSUHVVXUHLQRWKHUDUHDV
RIKRXVLQJQHHG



)XWXUHRSSRUWXQLWLHVSUHVHQWQXPEHUVDQGDPL[RIGZHOOLQJVVXEMHFWWRIXUWKHU
GLVFXVVLRQZLWKWKHGHYHORSHU7KHUHKDVEHHQHDUO\GLVFXVVLRQLQUHODWLRQWRDPXOWL
XQLWGHYHORSPHQWLQDGGLWLRQWRIODWVDQGEXQJDORZV7KLVSURYLGHVDQRSSRUWXQLW\
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Contents
1.0

The Brief

1.1

JMP was appointed by Abbeyfield Scotland (AS) to carry out a stock condition survey to
identify the immediate and long term investment need of its housing stock.

1.2

The information collected during the survey will be used to inform the Organisations future
maintenance planning and capital investment programme. It will also allow financial
planning and budget allocations to be identified for the coming financial years.

1.3

The survey will comprise a 100% sample of internal and external parts of each of the
properties types owned by the organisation.

2.0

Introduction

2.1

AS own 15 properties throughout Central and North East Scotland. The stock is broken
down as shown in table below:

Table 2.1 – Stock Breakdown
House Name

Number of Rooms

Bridge of Allan

Park House

8

Coatbridge
Dumfries - Dock Park
Giffnock
Greenock - Esplanade
Haddington
Inverness

180 Buchanan Street
Dock Park
2 Orchard Park Avenue
7 The Esplanade
Patterson Court
Abbeyfield House

10
13
8
7
10
8

Killearn
Lenzie
Lockerbie
Nairn
North Berwick
Stonehaven

Abbeyfield House
Ferndean
Parklea
Davidson Villa
Woodville
Arbuthnott Street

8
10
10
9
6
7

Torphins
Turriff

2.2

House Address

Abbeyfield House
Abbeyfield House
Total number of rooms

7
9
130

The stock consists predominantly of large single dwellings that have been adapted or
extended for multiple occupancy use by installing en-suite bathrooms and limited communal
facilities. Some properties date back to 1900 and some have been constructed as recently
as 1980 and are constructed in a variety of methods and styles reflecting the ad-hoc nature
of the stock compilation.
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Nairn

Torphins

Dumfries

Killearn

Haddington

Linlithgow
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3.0

Methodology

3.1

Our survey methodology has now been tried and tested on some 100,000 physical
inspections and has proved to be accurate, reliable and cost effective.

3.2

The data collected during the survey included the following items:
Specification of the component.
Current age of the component.
The extent of component disrepair
The cost and timing of the repair.
The recommended replacement year of the component
The cost of replacing that component
The main problems associated with the property.
The recommended improvements to the property.

3.3

The Surveyor used to carry out the inspections is an experienced, qualified, building
professional, trained in the assessment of property condition.

3.4

The Surveyor carried a photographic identity badge and a letter of introduction from the
Organisation.

3.5

The survey data was collected on PDA’s running our own HUB Mobile Data Capture
software. The survey questionnaire is designed in such a way as to limit the Surveyors
response to a number of selected parameters that ensures a consistency of response
between Surveyors and limits the number of “rogue” results.

3.6

On completion of the survey, the data was given a final validation check and then was
cleared for use on the production of reports.

3.7

The survey was completed by a fully qualified surveyor experienced in carrying out stock
condition surveys and assessing Scottish Housing Quality Standard criteria.

4.0

Survey Results

4.1

As the survey consisted of inspecting 100% of the properties owned by Abbeyfield, there
was no particular need to look at stratification and sampling of the stock. Also, cloning was
not a consideration as all the survey results generated are based on real survey data.

4.2

The table and charts below details the spend profile across the stock for the next 30 years.

Table 4.1 – Total Spend
Year Band
1-5
6 - 10
11 - 15
16 - 20
21 - 25
26 - 30
Total
Total / Bedspace
17/1100
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Total
£217,772
£510,504
£489,889
£452,986
£262,709
£423,303
£2,357,163
£18,132
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Chart 4.1 – Total Spend Profile
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Chart 4.2 – Spend Profile by Element
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Chart 4.3 – Total 30 year spend per Property
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Table 4.2 – Total Spend Profile by Property

Bridge of Allan

£21,109

Years 610
£42,812

Coatbridge

£9,934

£59,520

£32,380

£52,636

£1,364

£4,292

£160,126

Giffnock

£5,000

£43,751

£34,529

£28,887

£9,540

£21,886

£143,593

Greenock - Esplanade

£27,405

£11,650

£38,470

£15,590

£29,320

£6,665

£129,100

Haddington

£12,990

£34,080

£682

£38,430

£17,790

£20,576

£124,548

Inverness

£14,400

£24,682

£29,455

£6,920

£17,950

£30,968

£124,375

Killearn

£36,610

£19,420

£29,810

£15,110

£500

£55,625

£157,075

Lenzie

£5,000

£36,861

£20,675

£34,990

£8,050

£71,741

£177,318

£0

£40,950

£51,055

£25,020

£35,105

£19,850

£171,980

Nairn

£34,068

£12,320

£28,959

£5,486

£30,465

£59,043

£170,342

Nithbank, Dumfries

£1,050

£39,489

£53,802

£57,295

£8,800

£17,180

£177,615

North Berwick

£23,415

£81,131

£19,112

£42,965

£2,750

£7,236

£176,610

Stonehaven

£12,805

£33,796

£54,957

£17,550

£20,750

£10,586

£150,445

Torphins

£4,986

£15,114

£28,905

£41,225

£65,696

£3,764

£159,690

Turriff

£9,000

£14,927

£34,622

£59,056

£5,150

£45,439

£168,194

Total

£217,772

£510,504

£489,889

£452,986

£262,709

£423,303

£2,357,163
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Property

Years 1-5

Lockerbie

Years 1115
£32,476

Years 1620
£11,825

Years 2125
£9,479

Years 2630
£48,450

£166,150

Total
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4.3

All of the above costs are as at 4th Quarter 2017 and exclude fees and VAT.

4.4

Summary reports for each of the developments are included within the Appendices

5.0

Limitations

5.1

The surveys were undertaken by a visual inspection only and therefore we were not be able
to report upon areas that were unexposed or inaccessible at the time of our survey and
accordingly we were be unable to report that such areas are free from defect.

5.2

Our Survey Report is designed to meet the primary objectives of the brief and any
amendments agreed with the client during the course of the project. We do not, however,
accept liability for use of our findings in a context different from that which was originally
intended.

5.3

Some elements of the stock cannot be easily inspected but may incur cost within the next
30 years. Examples are flues, underground drainage or pipework, wall ties etc. As no visual
evidence of defect is usually available prior to failure, accurate prediction of such defects is
impossible, particularly in the absence of maintenance histories of these components.
Accordingly we would suggest a contingency element be added to the overall costs in the
form of appropriate percentages so that financial provision is made for these unknown
repairs.

5.4

The survey does not include for carrying out detailed inspections to identify the presence of
dry or wet rot or other timber infestations. Where these were apparent from the visual
survey, their presence was noted and further investigation recommended.

5.5

The survey does not include for specialist investigations as to the presence of asbestos or
other hazardous materials. Where these were evident from the visual inspection, its
presence was noted and further investigations recommended

5.6

The survey does not include for specialist structural investigations. Where there was
evidence from the visual inspection of potential structural problems, its presence was noted
and further investigations recommended.

5.7

The survey does not include for any other specialist sampling, testing or surveying other
than that specifically stated within our proposal. Where potential risks or hazards were
noted, further investigations are recommended.

5.8

The costs presented within this report do not include the following:
Cyclical maintenance including painterwork, gas and electrical testing, soft
landscaping maintenance
Specialist service installations including fire alarms and warden call installations
Fees and VAT.
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$ppendix 3: Summary of Options Appraisal
The material below summarises work in relation to options appraisal which gathers
evidence for each of the following options. The matrix used is based on the ‘green
book’ approach for evaluating business cases in the public sector, applied in terms
that were consistent with the Board’s philosophy of service development and change.
Please note that this material summarises the board’s discussions, rather than
presenting the full case here – much of this work was done ahead of Crandeen’s
establishment and has been shared with the regulator previously.
The broad options under consideration were:
1. Establishment of a modular management model across the existing
organisation, to form a group model and diversify to protect against risk
2. Seek partnership with an existing (larger) registered social landlord and
develop a group structure with them
3. Continue as an RSL providing supported housing
4. Disposal of assets to other RSLs
5. Merger with other small entities to create more cost-effective business models
capable of operating in scale
In each case the evaluation framework is designed to consider:








Strategic fit against previously stated aims
Mitigation of risk to Abbeyfield residents
Mitigation of risk to Abbeyfield staff
Economic (i.e strategic financial) viability
Commercial sense
Operational financial (i.e. cashflow) considerations, and
Practicalities of delivery in relation to:
o core mission and vision
o reputation of Abbeyfield Scotland
o effective and efficient service quality
o future demand of customers

1

Outline of considerations
Establishment of a modular management model across the existing organisation, to
form a group model and diversify to protect against risk
Case to be made

Summary of considerations

Outcome

Maintain service in preferred locations, with complete
control over offer
Full control of development and branding.

Strategic Case

Pass

ASL would be able to define offer and services – space on
site for flexibility
Possible to establish extended operations
High barrier to entry in regulatory terms, conveying
advantage to established provider such as ASL

Economic Case

Useful foundation for outreach services, in pursuit of wider
policy objectives

Pass

Opportunity for long term sustainability, but loss of some
sites during development

Commercial Case

Partnership option with related organisations (developers,
subcontractors)

Pass

Services informed by analysis of demand

Financial Case

Investment from existing resources sufficient

Pass

Management
Case

Design and change management processes will take time
and resource

Pass

Financial Analysis is provided under separate cover, and summarised below

Millions

Financial projection for this scenario
14
12
10
8
6
4
2
0
0

5

10

15

20

25

30

Years

2

Seek partnership with an existing (larger) registered social landlord and develop a
group structure with them
Case to be made

Summary of considerations

Outcome

Loss of identity and ethos of Abbeyfield

Strategic Case

Limitations over preferred direction, affected by group
dynamics

Fail

Possible to establish wider benefits through aggregated
services

Economic Case

Commercial Case

High barrier to entry for regulated services supported by
existing competence and recognition
Possible opportunity for long term yield outweighed by
appeal of ASL’s assets and reserves
Partnership option appears one-sided
Limited interest from toe-dip discussions

Financial Case

Investment or partnership would be available

Management
Case

Loss of management control

Fail

Fail
Pass
Fail

This route appears to lead to the loss of ASL’s identity within a larger group, and
likely ‘asset stripping’ by a larger RSL in a hostile takeover.
Financial analysis of this scenario is not possible, since control of financial decisions
and parameters would be held by the overarching group structure (i.e. control would
be lost by ASL)

3

Continue as an RSL providing supported housing
Case to be made

Summary of considerations

Outcome

Complete control over product, so long as product does
not extend outside regulated functions

Strategic Case

Pass

Full control of development and branding.
ASL would be able to define offer and services – space
on site for flexibility
Barrier to entry already met, but high cost to maintaining
services and assets

Economic Case

Fail

Useful base for outreach services, but limited opportunity
to pursue them
Limited long-term gain as model becomes outmoded

Commercial Case Explore partnership option with landowner/developers for Inconclusive
renovations

Financial Case

Investment from reserves or partnership would be
needed

Management
Case

No means to address disadvantages of current model, or
develop property based services

Inconclusive
Fail

This approach has been tested thoroughly, analysis indicates that it is viable only
because of the reserves held by the organisation (which would inevitably be
depleted). It cannot be considered sustainable, or a good use of charitable funds.
Financial Analysis is provided under separate cover, and summarised below

Millions

Financial projection for this scenario
14
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Years

4

Disposal of assets to other RSLs
Case to be made

Summary of considerations

Strategic Case

Loss of control of Abbeyfield ‘ethos’ in both viable and
struggling locations

Outcome
Fail

Fails to provide future advantage or protect residents

Economic Case

Opportunity for short term yield, but loss of preferred sites
during process limits future options

Fail

Commercial Case

No demand (past 17 disposals evidence this)

Fail

Financial Case
Management
Case

Not tested
Disposal process well tested, confident in ability should
buyer be found

Pass

Prior experience of disposals indicates there is no market appetite for this route.
Financial analysis of this scenario is not possible, since our experience and evidence
indicate that the disposal of assets in this manner is not feasible.

5

Merger with other small entities to create more cost-effective business models
capable of operating in scale
Case to be made

Summary of considerations

Outcome

Possible dilution of ethos depending on nature and size of
partners.

Strategic Case

Limited control of development and branding.

Pass

ASL would be able to define some of the offer and
services limitations in choice

Economic Case

Commercial Case

Potential for gain through strengths of other organisations
Useful development opportunity for outreach services
ASL experience of commercial management of
geographically diverse profile indicates lac of viability.
Identification and selection of other entities requires
diligence of unknown organisations

Financial Case

Investment or partnership would be needed

Management
Case

Reduced burden on ASL management
Significant risks from unknown organisations

Pass

Fail

Not tested
Pass

The complexities of managing the merged entity appear to mirror the difficulties
currently experienced by ASL in managing existing (remote) sites
Financial analysis of this scenario is not possible, due to the uncertainty associated
with the dimensions of the model. For instance, control of financial decisions and
parameters would remain with smaller entities.

Summary
As a consequence of the evaluation, the Boards preferred option is to establish a
modular management model across the existing organisation, forming a group model
and permitting diversification to protect against risk. This is explored further in the
body of the strategy.
Detailed financial projections are available under separate cover.
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$ppendix 4: Analysis of Current Property
The material below summarises work in relation to options appraisal for each
property, providing consideration of voids, investment needed and possible future
uses. Please note that this material summarises the current position for each
property, rather than presenting detailed analysis.

Property

Finance
Score

Voids
score

EPC

Possible Future Model

Lockerbie

10

10

C

Continued operation

Haddington

10

10

C

Continued operation

Giffnock

10

10

C

Continued operation

Killearn

10

10

C

Continued operation

Dock Park

10

10

D

Intermediate / LD / MH

Coatbridge

10

5

C

Intermediate / LD / MH

Torphins

5

10

C

Crandeen

Bridge of Allan

5

5

C

Outreach

Esplanade

5

5

D

Outreach

Lenzie

5

5

N/A

Outreach

North Berwick

5

10

N/A

Outreach

Stonehaven

5

10

C

Crandeen

Nairn

5

5

D

Disposal

Turriff

5

10

C

Crandeen

Inverness

0

5

D

Disposal

High scores indicate better performance

1



Arneil Johnston were appointed by Abbeyfield Scotland in April 2018, to act as a critical
friend and perform a high-level independent review of the Abbeyfield Scotland: Transition to
the Future ‘Business Strategy and Outline Plan’.
Arneil Johnston were provided with copies of the following versions of the Business Strategy
document and associated appendices:





Version 0.1 & note of meeting between Abbeyfield and Scottish Housing Regulator
(SHR) on 14th March 2018
Version 0.2 – 7th June 2018
Version 0.3 – 14th June 208
Version 0.4 - 26th June 2018

Throughout this process Arneil Johnston provided comments and observations on the
structure and content of the report, with a view of addressing the points raised by the SHR at
the meeting on the 14th March 2018. In addition to this Arneil Johnston reviewed the content
of the plan (where relevant) against the following SHR regulatory guidance material:








Regulatory Standards of Governance and Financial Management;
Consent to constitutional change;
Notifiable events;
Consent to disposals;
Group structures and constitutional partnerships;
Consent to organisational changes; and
Tenant consultation where consent is required.

Arneil Johnston agreed with the SHR comments, noted in the minutes of the meeting on the
14th of March, that the first iteration of the Business Strategy document did not provide
sufficient detail and a clear enough evidence base of the decision-making process which led
to the selection of the preferred model in comparison with other operating models. To this
end Arneil Johnston recommended that option appraisal evidence should be included within
the final iteration of the plan.
The final iteration of the plan now includes evidence of option appraisal and Arneil Johnston
believes that the inclusion of this appraisal provides a reasonable evidence base which
justifies the selection of the preferred model through the robust assessment of a range of
alternative operating models against the following key assessment criteria:








Minimises risk to Abbeyfield residents;
Minimises risk to Abbeyfield staff;
Demonstrates financial viability;
Makes commercial sense;
Is deliverable
Enables delivery of effective and efficient service quality; and
Meets the future demand needs of customers.

One caveat to the reasonableness of the option appraisal evidence base relates to the lack
of supporting information around appraisal of options against the financial viability
assessment criteria. Consequently, Arneil Johnston have recommended that Abbeyfield

Critical Friend and Independent Assessment

should include supporting evidence which demonstrates the financial modelling and financial
appraisal of each of the options (where feasible).
Deregistration
The strategy document presents the case for de-regulation and how the preferred model
meets the SHR criteria for deregistration. Whilst, the strategy document makes many valid
points under each of the criteria. It is Arneil Johnston’s view that as noted in page 24 of the
strategy document, that the programme of change will require to examine in more detail the
value of regulation both from an Abbeyfield and SHR perspective.
Timescales
At the meeting of the 14th March the SHR explained that they would like to see the detailed
programme of change for the new operating model clearly illustrated and evidenced in the
Business Plan. The revised document will be supported by a detailed action plan around the
programme of change as set out in the proposed actions, to enable successful transition to
the revised operating model. Arneil Johnston agree that the development of this detailed
action plan is crucial to the delivery of the revised model, and expect this to follow from this
Business Plan.
CEO Option Appraisal
As noted in the minutes of the meeting on the 14th of March the SHR re-confirm that the
resignation of the Abbeyfield CEO automatically triggered the requirement for an options
appraisal for the succession of the CEO. Arneil Johnston recommend that this is prioritised
once the business strategy and plan has been approved and that it is more appropriate that
the appraisal of options for succession of the CEO role and wider organisational structure is
appraised in the context of the approved operating model and the implementation of it.

Critical Friend and Independent Assessment

