
���$SU������

0U�6HEDVWLDQ�5REHUWV
$�J�0DQDJHU�
5HJXODWRU\�$IIDLUV�¥�(OHFWULFLW\
*32�%R[����-
0HOERXUQH�9LFWRULD�����

%\�H�PDLO��HOHFWULFLW\�JURXS#DFFF�JRY�DX

'HDU�6HEDVWLDQ�

0855$</,1.�75$160,66,21�&203$1<�¥�$33/,&$7,21�)25�&219(56,21�72�$
35(6&5,%('�6(59,&(

(OHFWUD1HW�QRWHV�WKH�DGGLWLRQDO�LQIRUPDWLRQ�SURYLGHG�E\�0XUUD\OLQN�7UDQVPLVVLRQ�3DUWQHUVKLS
LQ�VXSSRUW�RI�LWV�DSSOLFDWLRQ�WR�FRQYHUW�WKH�0XUUD\OLQN�PDUNHW�QHWZRUN�VHUYLFH�WR�D�SUHVFULEHG

VHUYLFH�DQG�SURYLGHV�WKH�IROORZLQJ�FRPPHQWV�LQ�DGGLWLRQ�WR�WKRVH�SUHYLRXVO\�SURYLGHG�RQ
���0DUFK������

Threshold Issues
��� 7KH�IXQGDPHQWDO�LVVXH�IRU�WKH�$&&&�WR�FRQVLGHU�LV�LI�LW�VKRXOG�XVH�LWV�GLVFUHWLRQ�WR�SHUPLW

WKH�FRQYHUVLRQ�RI�WKH�0XUUD\OLQN�PDUNHW�QHWZRUN�VHUYLFH�WR�D�SUHVFULEHG�VHUYLFH��,Q�LWV
FRQVLGHUDWLRQ�RQ�WKLV�PDWWHU�WKH�$&&&�QHHGV�WR�EH�FRJQL]DQW�RI�WKH�VWDWHPHQWV�PDGH
E\�WKH�1(&$�:RUNLQJ�*URXS�RQ�LQWHUUHJLRQDO�KHGJHV�DQG�HQWUHSUHQHXULDO
LQWHUFRQQHFWRUV�QRWHG�LQ�LWV�1RYHPEHU������UHSRUW�HQWLWOHG�
(QWUHSUHQHXULDO
,QWHUFRQQHFWRUV��6DIH�+DUERXU�3URYLVLRQV
�WKDW��

����,W�PLJKW�EH�DUJXHG�WKDW�DV�ZHOO�DV�WKH�XVXDO�FRPPHUFLDO�ULVNV��WKH�SURSRQHQW
RI�D�QRQ�UHJXODWHG�LQWHUFRQQHFWRU�PD\�IDFH�DGGLWLRQDO�ULVNV�UHODWHG�WR�PDUNHW
GHVLJQ�GHILFLHQFLHV�WKDW�PD\�RQO\�EHFRPH�DSSDUHQW�RQFH�WKH�ILUVW
LQWHUFRQQHFWRUV�DUH�RSHUDWLRQDO��

3URYLGLQJ�D�ULJKW�WR�DSSO\�IRU�UHJXODWHG�VWDWXV�PD\�KHOS�HQVXUH�WKDW�LQYHVWPHQW�LV
QRW�LQHIILFLHQWO\�LQKLELWHG�E\�VXFK�QRQ�FRPPHUFLDO�PDUNHW�GHVLJQ�ULVN��+RZHYHU�
LW�LV�LPSRUWDQW�WKDW�WKH�FRQYHUVLRQ�RSWLRQ�VKRXOG�QRW�VKLHOG�WKH�SURSRQHQW�IURP
QRUPDO�FRPPHUFLDO�ULVNV��HJ�WKH�ULVN�RI�KDYLQJ�RYHU�MXGJHG�WKH�IXWXUH�GHPDQG
IRU�WKH�LQWHUFRQQHFWLRQ�VHUYLFH��,W�LV�WKHUHIRUH�HVVHQWLDO�WKDW�WKH�UHJXODWHG�UHYHQXH
HQWLWOHPHQW�LV�EDVHG�RQ�WKH�QHHG�IRU�WKH�IDFLOLW\�DW�WKH�WLPH�RI�WKH�DSSOLFDWLRQ�
UDWKHU�WKDQ�JXDUDQWHHLQJ�D�UHWXUQ�RQ�WKH�RULJLQDO�FDSLWDO�FRVW���
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7KHUH�DUH�WZR�NH\�SURYLVLRQV�LQ�WKHVH�VWDWHPHQWV��ILUVWO\��WKDW�WKH�FRQYHUVLRQ�RSWLRQ
VKRXOG�QRW�EH�XVHG�WR�VKLHOG�WKH�SURSRQHQW�IURP�QRUPDO�FRPPHUFLDO�ULVNV��VXFK�DV�RYHU
HVWLPDWLQJ�WKH�IXWXUH�GHPDQG�IRU�WKH�PDUNHW�QHWZRUN�VHUYLFH��DQG�VHFRQGO\��LI
FRQYHUVLRQ�LV�FRQWHPSODWHG��WKH�UHJXODWHG�UHYHQXH�HQWLWOHPHQW�VKRXOG�EH�EDVHG�RQ�WKH
QHHG�IRU�WKH�IDFLOLW\�DW�WKH�WLPH�RI�WKH�DSSOLFDWLRQ��

��� ,W�ZRXOG�EH�LQDSSURSULDWH�DQG�LQHTXLWDEOH�WR�WUHDW�D�QHWZRUN�VHUYLFH�SURYLGHU�ZLVKLQJ�WR
FRQYHUW�D�PDUNHW�QHWZRUN�VHUYLFH�WR�D�SUHVFULEHG�VHUYLFH�PRUH�IDYRXUDEO\�WKDQ�D
QHWZRUN�VHUYLFH�SURYLGHU�ZKR�ZDV�SURSRVLQJ�WR�HVWDEOLVK�D�VLPLODU�SUHVFULEHG�VHUYLFH��

��� 7KH�$&&&�PXVW�LJQRUH�WKH�IDFW�WKDW�0XUUD\OLQN�KDV�DOUHDG\�EHHQ�FRQVWUXFWHG�ZKHQ
PDNLQJ�LWV�GHFLVLRQ�FRQFHUQLQJ�WKH�FRQYHUVLRQ�DSSOLFDWLRQ�DQG�DSSO\LQJ�WKH�UHJXODWRU\
WHVW��

��� 7KH�UHJXODWRU\�WHVW�DSSOLHG�WR�WKH�0XUUD\OLQN�FRQYHUVLRQ�DSSOLFDWLRQ�PXVW�EH�PRGLILHG�LQ

RUGHU�WR�HQVXUH�WKDW�073�LV�QRW�WUHDWHG�PRUH�IDYRXUDEO\�WKDQ�DQ�DSSOLFDQW�IRU�WKH
GHYHORSPHQW�RI�D�UHJXODWHG�LQWHUFRQQHFWRU�VLPSO\�EHFDXVH�0XUUD\OLQN�KDV�DOUHDG\�EHHQ
FRQVWUXFWHG�

��� 7KH�OHYHO�RI�UHYLHZ�DQG�WHVWLQJ�DSSOLHG�WR�073�VKRXOG�HQVXUH�WKDW�WKH�QHW�PDUNHW�EHQHILW
SURYLGHG�E\�WKH�FRQYHUVLRQ�RI�0XUUD\OLQN�ZRXOG�EH�DW�OHDVW�WKH�VDPH�DV�WKH�QHW�PDUNHW
EHQHILW�RI�D�SURMHFW�ZKLFK�ZRXOG�KDYH�SDVVHG�WKH�UHJXODWRU\�WHVW�LI�073�KDG�EHHQ
SURSRVLQJ�WR�HVWDEOLVK�0XUUD\OLQN�QRZ�DV�SUHVFULEHG�VHUYLFH��,Q�WKLV�VLWXDWLRQ�WKH
FRPSDUDEOH�SURMHFW�VKRXOG�EH�61,�ZKLFK�ZDV�DVVHVVHG�WR�KDYH�SDVVHG�WKH�UHJXODWRU\
WHVW�LQ�'HFHPEHU������

��� (OHFWUD1HW�GRHV�QRW�FRQVLGHU�WKDW�WKH�DSSURDFK�SURSRVHG�E\�073�ZLOO�GHOLYHU�DQ\�QHW
EHQHILW�WR�WKH�PDUNHW��5DWKHU��GXH�WR�FRPPHUFLDO�ULVN�WUDQVIHU�LW�LV�LQ�IDFW�SRVVLEOH�WKDW�WKH
FRQYHUVLRQ�RI�0XUUD\OLQN�WR�D�SUHVFULEHG�VHUYLFH�ZLOO�UHVXOW�LQ�D�QHW�ORVV�RI�EHQHILW�WR�WKH

PDUNHW��ZKLFK�LV�FRQWUDU\�WR�WKH�XQGHUO\LQJ�SULQFLSOHV�RI�WKH�UHJXODWRU\�WHVW�

��� 0XUUD\OLQN�LV�SUHVHQWO\�LQ�VHUYLFH�DQG�DV�VXFK�VKRXOG�DOUHDG\�EH�SURYLGLQJ�WKH�PDUNHW
EHQHILWV�LGHQWLILHG�E\�073�LQ�LWV�VXEPLVVLRQ�DQG�SURYLGLQJ�D�FRPPHUFLDO�UDWH�RI�UHWXUQ�WR
LWV�RZQHUV�IRU�WKHVH�VHUYLFHV��

����� 1R�DGGLWLRQDO�PDUNHW�EHQHILWV�DSSHDU�WR�KDYH�EHHQ�LGHQWLILHG�E\�073�IRU
FRQYHUWLQJ�0XUUD\OLQN�WR�D�SUHVFULEHG�VHUYLFH��

����� 2Q�WKLV�EDVLV�WKHUH�ZRXOG�DSSHDU�WR�EH�OLWWOH�MXVWLILFDWLRQ�IRU�073�WR�DSSO\�WR
FRQYHUW�0XUUD\OLQN�XQOHVV�WKH\�KDYH�RYHU�MXGJHG�WKH�UHTXLUHPHQW�DQG�WKH�YDOXH�RI
WKH�VHUYLFHV�0XUUD\OLQN�SUHVHQWO\�SURYLGHV�WR�WKH�PDUNHW��,I�WKLV�LV�WKH�FDVH��WKHQ�LW
LV�SRVVLEOH�WKDW�073�KDYH�RYHUVWDWHG�WKH�JURVV�PDUNHW�EHQHILW�WKH\�EHOLHYH
0XUUD\OLQN�FDQ�SURYLGH�DV�D�SUHVFULEHG�VHUYLFH�

��� 6KRXOG�0XUUD\OLQN�EH�FRQYHUWHG�WR�D�SUHVFULEHG�VHUYLFH��WKH�UHJXODWRU\�DVVHW�YDOXH

DVVLJQHG�WR�0XUUD\OLQN�VKRXOG�QRW�H[FHHG�WKH�FRVW�RI�61,��VXLWDEO\�GLVFRXQWHG�WR�WDNH
LQWR�DFFRXQW�WKH�QHHG�WR�SURYLGH�WKH�VDPH�QHW�PDUNHW�EHQHILW�DV�61,��WKH�ORZHU
DYDLODELOLW\�RI�0XUUD\OLQN��DQG�WKH�KLJKHU�PDUNHW�FRVWV�DQG�WKH�ORZHU�FRQWULEXWLRQ�WR
V\VWHP�VHFXULW\�DVVRFLDWHG�ZLWK�WKH�RSHUDWLRQ�RI�0XUUD\OLQN��DV�LW�LV�D�FRQWUROOHG�OLQN�WKDW
GRHV�QRW�UHVSRQG�DXWRPDWLFDOO\�WR�PDUNHW�DQG�SRZHU�V\VWHP�HYHQWV��

3DJH���RI��



Comments on MTP Submission of 17 March 2003
��� �7KH�61,�SURMHFW�VWLOOKDV�QRW�EHHQ�LQFOXGHG�LQ�WKH�0DUNHW�'HYHORSPHQW�6FHQDULRV�XVHG

E\�073��(OHFWUD1HW�GRHV�QRW�DJUHH�ZLWK�WKLV�DSSURDFK��61,�ZDV�GHHPHG�WR�SDVV�WKH
UHJXODWRU\�WHVW�LQ�'HFHPEHU������DQG�DW�WKH�YHU\�OHDVW�VKRXOG�EH�UHJDUGHG�DV�D�KLJKO\

SUREDEOH�PDUNHW�GHYHORSPHQW�VFHQDULR��,W�LV�ZRUWK�QRWLQJ�WKDW�61,�SDVVHG�WKH�UHJXODWRU\
WHVW�ZLWK�WKH�0XUUD\OLQN�PDUNHW�QHWZRUN�VHUYLFH�LQFOXGHG�LQ�WKH�EDVH�FDVH�PDUNHW
GHYHORSPHQW�VFHQDULR��

��� :H�QRWH�WKDW�073�DUH�VWLOO�XVLQJ�D�������GLVFRXQW�UDWH�IRU�LWV�DQDO\VLV��7KLV�LV�VLJQLILFDQWO\
OHVV�WKDQ�WKH������FRPPHUFLDO�GLVFRXQW�UDWH�DSSOLHG�WR�61,�DQG�6129,&�����E\�WKH
,53&�ZKHQ�XQGHUWDNLQJ�WKH�UHJXODWRU\�WHVW�RQ�WKRVH�SURMHFW��(OHFWUD1HW�FRQVLGHUV�WKDW
WKH�0XUUD\OLQN�HYDOXDWLRQ�VKRXOG�EH�EDVHG�RQ�WKH������GLVFRXQW�UDWH�ZLWK�VHQVLWLYLW\
DQDO\VLV�XQGHUWDNHQ�DURXQG�WKLV�YDOXH�

��� 7KH�073�DQDO\VLV�KDV�EHHQ�XQGHUWDNHQ�LQ�WKH�DEVHQFH�RI�WKH�61,�LQWHUFRQQHFWRU�SURMHFW�
*LYHQ�WKDW�0XUUD\OLQN�KDV�D�ORZHU�PD[LPXP�FDSDFLW\�WKDQ�61,�LW�LV�LQFRQFHLYDEOH�WKDW
0XUUD\OLQN�ZRXOG�GHOLYHU�JUHDWHU�EHQHILWV�WR�WKH�PDUNHW�WKDQ�61,��\HW�WKH�JURVV�PDUNHW
EHQHILW�FODLPHG�E\�073�LPSOLHV�WKDW�WKLV�LV�WKH�FDVH��7KLV�LV�HYHQ�PRUH�SX]]OLQJ�JLYHQ�WKH

ORZHU�DYDLODELOLW\�EHLQJ�FODLPHG�IRU�0XUUD\OLQN�DQG�LWV�LQDELOLW\�WR�DFFHVV�WKH�VDPH
TXDQWLW\�RI�UHODWLYHO\�FKHDS�16:�JHQHUDWLRQ�

��� 7KH�073�DQDO\VLV�DJDLQ�DVVXPHV�WKDW�0XUUD\OLQN�LV�WKH�RSWLPDO�GHYHORSPHQW�LQ�WHUPV�RI
FDSDFLW\�DQG�FRQVWUXFWLRQ��(OHFWUD1HW�FRQVLGHUV�WKDW�WKLV�DVVXPSWLRQ�VKRXOG�EH�SURYHQ
DV�SDUW�RI�WKH�UHJXODWRU\�WHVW�SURFHVV�

��� (OHFWUD1HW�LV�VXUSULVHG�DW�WKH�UHODWLYH�FRQVLVWHQF\�RI�WKH�JURVV�PDUNHW�EHQHILW�VHQVLWLYLW\
WHVWV�XQGHUWDNHQ�E\�073��JLYHQ�WKH�ZLGH�UDQJH�RI�PDUNHW�EHQHILWV�WKDW�KDYH�EHHQ
LGHQWLILHG�IRU�RWKHU�SURMHFWV�WKDW�KDYH�XQGHUWDNHQ�VHQVLWLYLW\�DQDO\VLV�DV�SDUW�RI�WKH
UHJXODWRU\�WHVW�DVVHVVPHQW��)RU�H[DPSOH��QHW�PDUNHW�EHQHILWV�UDQJLQJ�IURP�����0�WR
�����0�ZHUH�LGHQWLILHG�IRU�61,�GHSHQGLQJ�RQ�WKH�PDUNHW�VFHQDULR�XQGHU�FRQVLGHUDWLRQ�

��� (OHFWUD1HW�QRWHV�WKH�FRPPHQWV�SURYLGHG�E\�%5:�UHJDUGLQJ�WKH�QHHG�IRU�SKDVH�VKLIWLQJ
WUDQVIRUPHUV��(OHFWUD1HW�LV�QRW�VXSSRUWLYH�RI�WKRVH�FRPPHQWV��7KH�61,�SURMHFW�FRPSULVHV

DQ�$&�OLQN�ZLWKRXW�SKDVH�VKLIWLQJ�WUDQVIRUPHUV�DW�%XURQJD�RU�5REHUWVWRZQ��

����� 7KH�FDSDFLW\�RI�61,�UDQJHV�EHWZHHQ�DSSUR[LPDWHO\����0:�DQG�����0:��

����� .H\�IDFWRUV�LQ�GHWHUPLQLQJ�WKLV�FDSDFLW\�DUH�ORDG�DQG�JHQHUDWLRQ�GLVSRVLWLRQ��,W�LV
WKH�FDSDFLW\�RI�WKH�WUDQVPLVVLRQ�V\VWHP�DW�%XURQJD�DQG�5REHUWVWRZQ�WKDW
GHWHUPLQHV�WKLV�FDSDFLW\�DQG�QRW�QHFHVVDULO\�WKH�FDSDFLW\�RI�WKH�%XURQJD�
5REHUWVWRZQ�WUDQVPLVVLRQ�OLQN��

����� 7KLV�VLWXDWLRQ�LV�QRW�GLVVLPLODU�WR�0XUUD\OLQN�ZKHUH�SUHYDLOLQJ�ORDG�DQG
JHQHUDWLRQ�FRQGLWLRQV�FDQ�OLPLW�WKH�DYDLODEOH�FDSDFLW\�RQ�WKH�$&�V\VWHP�DW
5HGFOLIIV�DQG�0RQDVK�WR�YDOXHV�VLJQLILFDQWO\�OHVV�WKDW�WKH�VWDWHG�FDSDFLW\�RI����
0:��$W�WLPHV�RI�KLJK�ORDGV�DQG��RU�XQIDYRXUDEOH�JHQHUDWLRQ�GLVSDWFK��WKH
DYDLODEOH�FDSDFLW\�IRU�0XUUD\OLQN�FDQ�EH�]HUR�LQ�VRPH�FLUFXPVWDQFHV�

����� 7KH�DQDO\VLV�XQGHUWDNHQ�E\�%5:�WR�MXVWLI\�WKH�LQFOXVLRQ�RI�SKDVH�VKLIWLQJ

WUDQVIRUPHUV�DSSHDUV�WR�LJQRUH�WKH�VLJQLILFDQW�LPSDFW�WKDW�JHQHUDWRU�GLVSDWFK�KDV
RQ�WKH�FDSDFLW\�RI�SDUDOOHO�LQWHUFRQQHFWRUV�

����� 7KH�DQDO\VLV�XQGHUWDNHQ�E\�%5:�DSSHDUV�WR�EH�EDVHG�RQ�VLPSOH�WKHUPDO
HYDOXDWLRQ�RI�WKH�SRZHU�V\VWHP�ZLWK�D�OLPLWHG�QXPEHU�RI�JHQHUDWLRQ�DQG�ORDG
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FDVHV�VWXGLHG��$FWXDO�QHWZRUN�FDSDFLW\�UHTXLUHPHQWV�ZLOO�GHSHQG�QRW�RQO\�RQ
WKH�WKHUPDO�FDSDELOLW\�RI�SODQW�DQG�HTXLSPHQW��EXW�WKH�UHODWLYH�GLVSRVLWLRQ�RI
ORDG�DQG�JHQHUDWLRQ��DQG�WKH�G\QDPLF�SHUIRUPDQFH�RI�WKH�SRZHU�V\VWHP�LQ
UHVSRQVH�WR�QHWZRUN�HYHQWV��

����� 7KH�%5:�DQDO\VLV�DOVR�LJQRUHV�WKH�LQFUHPHQWDO�SUH�FRQWLQJHQW�FDSDFLW\�WKDW�FDQ
EH�SURYLGHG�E\�WZR�$&�OLQNV�RSHUDWLQJ�LQ�SDUDOOHO��)RU�H[DPSOH��ZLWK�61,�LQ
VHUYLFH�LW�LV�SRVVLEOH�WR�ORDG�WKH�H[LVWLQJ�6$�9LF�LQWHUFRQQHFWLRQ�XS�WR�DERXW����
0:�ZLWKRXW�YLRODWLQJ�V\VWHP�VHFXULW\��7KLV�LV�EHFDXVH�RI�WKH�DOWHUHG�V\VWHP
G\QDPLFV�WKDW�UHVXOWV�IURP�WZR�IUHH�IORZLQJ�QHWZRUNV�RSHUDWLQJ�LQ�SDUDOOHO�WKDW
SHUPLWV�DQ�DXWRPDWLF�UH�GLVWULEXWLRQ�RI�IORZV�ZKHQ�D�FRQWLQJHQF\�RFFXUV���7KLV�LV
QRW�SRVVLEOH�ZLWK�D�'&�OLQN�VXFK�DV�0XUUD\OLQN��

6KRXOG�\RX�UHTXLUH�DQ\�FODULILFDWLRQ�RI�WKH�PDWWHUV�FRQWDLQHG�LQ�WKLV�VXEPLVVLRQ�SOHDVH�GR�QRW
KHVLWDWH�WR�FRQWDFW�WKH�XQGHUVLJQHG�E\�WHOHSKRQH�RQ�����������������RU�E\�H�PDLO�DW
VWDP�UREEHUW#HOHFWUDQHW�FRP�DX��

<RXUV�VLQFHUHO\�

5REEHUW�$�6WDP

&RQVXOWDQW

(OHFWUD1HW�6$

3DJH���RI��


