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No.5 Chambers, Turner Morum, Newcastle City Council

Subject

Gateshead Council and Newcastle City Council: Community
Infrastructure Levy

1.0

Introduction

1.1

Following the hearings at the Gateshead Council and Newcastle City Council
CIL Examination (21 and 22 April 2016), the Examiner has requested
additional information in order to give due and full consideration to the
reasonableness of the proposed CIL that the two Councils are seeking to
implement. We are grateful to the Examiner for this opportunity to provide the
additional information to the aspects that were left unresolved during the
hearing sessions:
•

Confirming our clients’ position on infrastructure costs for children’s play
areas, allotments and open space for the Callerton scheme;

•

Provides the latest position on estimated housing delivery rates for
Callerton; and

•

Provides the figures contained in Appendix 3 of our Hearing Statement in
metric (Appendix A).

1.2

This Post Hearing Note has been prepared jointly by NLP and Turner Morum
on behalf its clients Bellway Homes, Northumberland Estates, Rosalinda
Wright and Angela O’Neill.

2.0

Infrastructure Costs

2.1

For clarity, infrastructure costs relating to Callerton were previously set out in
the ‘Callerton Park: Revised Infrastructure Delivery Plan’ (2014) (‘2014 IDF’)
and were then estimated to be £54.69m. This was submitted as evidence to
the Examination in Public (‘EiP’) of the Core Strategy and Urban Core Plan
(‘CSUCP’).

2.2

Following the EiP, and through the progression of the Callerton Masterplan
with the Council (in particular with the two planning applications for Middle
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Callerton) more detailed and up to date information has been identified
regarding the infrastructure required by Newcastle City Council in relation to
the delivery of Callerton.
2.3

The key changes from the earlier assessments include the provision of a
Community Sports Hub and financial contributions to local swimming pools /
sports halls, which total an extra £4.2m. Of this sum the Council’s position is
that £3m will be paid through CIL.

2.4

The table below sets out the Council’s infrastructure costs, as we understand
them to be, alongside the costs set out in the earlier 2014 IDF, and the costs
set out in our CIL Matters Statement submitted to the CIL examination in April
2016.

2.5

Our clients have been keen to progress the implementation of the most
important strategic housing allocation identified within the Councils’ Core
Strategy and Urban Core Plan. It forms a key part of the delivery of Newcastle
City Council’s much needed housing requirement. In doing so the allocation
also forms a key part of the Council’s need to show it can achieve a 5-year
housing land supply and thereafter maintain it from 2019.

2.6

Following the receipt of the Council’s infrastructure costs and analysis in
response to the table submitted in the CIL Matters Statement this table was
produced on the basis of the best evidence available at the time. Having
further analysed the Council’s response it is accepted that the costs for
amenity open space, allotments and children’s play were unintentionally
inflated due to a double counting error. This was a result of difficulty
experienced in the interpretation of the calculation set out in the recently
adopted Newcastle City Council Planning Obligations SPD (January 2016).

2.7

As per our email on 29 April 2016 we can confirm that we agree with the list of
items of infrastructure that the Council identified in the infrastructure list that
was provided in hard copy and discussed at the CIL Examination Hearing on
21 April 2016. We also agree with the items that are identified to be provided
via CIL – ie secondary education, swimming pools and sports halls.
NCC Estimated
Costs

Primary
Education
Secondary
Education

£9.9m

Amenity Open
Space
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Accept double
counting error due
to ambiguity.
Calculated using
recently adopted
SPD figures.
Accept double
counting error due
to ambiguity.
Calculated using
recently adopted
SPD figures.
Accept double
counting error due
to ambiguity.
New infrastructure
required through
Masterplan /
application
process.
New infrastructure
required through
Masterplan /
application
process.
N/A

Children Play

£1.5m

/

£3.8m

Allotments

£0.4m

/

£1.0m

Community
Sports Hub

£1.2m

/

£1.2m

CIL cost

/

£3.0m

Costed in
appraisal

£12.7m

£12.7m

Costs offset by
revenue

/

N/A

/

/ N/A

£5.4m

Included in £5.4m

£5.4m N/A

Included in £5.4m

Included in £5.4m

Included in £5.4m N/A

Footbridge A69

£1.0m

£1.0m

£1.0m N/A

Highways

£4.3m

£4.0m

£4.3m N/A

Access Rd
Middle Callerton

£2.8m

£10.4m

Access Rd
Middle to Upper
Callerton

£4.0m

Swimming and
Sports Halls

Affordable
Housing
Retail Centre

Health Facilities
Ecology
Measures
SUDS
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£3.2m

£3.2m

£3.2m N/A

Included in £5.4m

Included in £5.4m

Included in £5.4m N/A

£36m

£54.69

Bus Services
Footpath
Total

£67.57

Appraisal Model
2.8

Notwithstanding the above, we now set out a fresh appraisal model, updated
by adopting the proposed £36m S106/infrastructure requirement as proposed
by the Council for the 15% model and increasing this by £14.535m for the 0%
model to reflect the off-site affordable contribution as outlined by the Council in
their letter to the Examiner (19 April 2016).

2.9

The results showing once again the headroom figure in the summary table
below:
Reference

Description

Assumed Acres
Assumed Ha
Residual Value
Threshold Value
per ha
Total Threshold
Value
Headroom (A-B)
S106 plus
estimate specific
infrastructure
Headroom after
S106 for CIL (DE)

A

B
C
D

E

Council
Analysis –
15%

TM Analysis - Council Analysis – TM Analysis
15%
0%
– 0%

267
108
£119,750,727
£480,000

267
108
£98,325,208
£480,000

267
267
108
108
£131,275,915 £109,850,395
£480,000
£480,000

£51,840,000

£51,840,000

£51,840,000

£51,840,000

£67,910,727
£40,093,449

£46,485,208
£36,000,000

£79,435,915
£40,093,449

£58,010,395
£50,535,000

£27,817,278

£10,485,208

£39,342,466

£7,475,395

2.10

The result of reducing the anticipated S106/infrastructure costs is that there is
now a surplus figure shown in each case in our analysis as headroom for CIL
as opposed to the previous negative position. It should be noted, nevertheless,
that this surplus is relatively small compared to the proposed CIL charge this
site would be required to meet.

2.11

As such, when considering £ psm headroom shown in the above table (£41 at
15%) against the £ psm CIL charge (£60) a negative ‘buffer’ is produced.
Clearly this illustrates that even on the basis of what should be treated as very
optimistic viability assumptions the scheme is still not viable with the proposed
£60 psm CIL charge.
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2.12

The table below provides a further analysis of the above ‘headroom’
considered against variable CIL charges:

CIL Breakdown

TM Analysis – 15%

TM Analysis – 0%

Proposed CIL Charge at £60psm

£15,213,600

£17,280,000

Shortfall / Surplus

-£4,728,392

-£9,804,605

Proposed CIL Charge at £45psm

£11,410,200

£12,960,000

Shortfall / Surplus

-£924,992

-£5,484,605

Proposed CIL Charge at £30psm

£7,606,800

£8,640,000

Shortfall / Surplus

£2,878,408

-£1,164,605

2.13

What the above table illustrates is that even with the reduction of the
S106/infrastructure costs to £36m, the Callerton scheme can still not viably
afford to provide CIL at the proposed £60 psm charge. A deficit of £4.7m is
shown when accounting for the CIL charge at 15% and £9.8m at 0%.

2.14

Even considering the CIL charge at the lowest suggested rate of £30 psm a
surplus is then only generated at 15% affordable of c. £2.8m.

2.15

This clearly demonstrates that on the basis of the above tables the CIL charge
proposed by the Council is not appropriate for this strategic allocation,
especially when considering the emphasis on deliverability within the NPPF
and on avoiding development coming forward in the margins of viability in the
Harman Report.
“Given the clear emphasis on deliverability within the NPPF, Local Plan
policies should not be predicated on the assumption that the development
upon which the plan relies will come forward at the ‘margins of viability’”.
(Page 16 – Harman Report)

2.16

Furthermore, the analysis shown in the tables above should be considered as
an optimistic scenario. As outlined during the course of the Hearing the Council
have adopted what might be called a hugely optimistic position on revenues
and a conservative position on the Threshold Land Value. The effect of this is
clearly that it has unrealistically improved the viability of the scheme. This is
the consequence without even reflecting the lack of finance applied to
infrastructure in the Council’s appraisal (again recommended in Appendix B of
the Harman Report) which would further worsen the viability.

2.17

As means of an illustrating this point, a sensitivity analysis has been
undertaken changing only the Threshold Land Value from the earlier table.
Our original submission (contained as Appendix 3) illustrates a range of
comparable land transactions which show land values ranging from c. £560k
per net ha (£225k per net acre) to £1.8m per net ha (£745k per net acre).
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2.18

If we were to adopt the lowest figure from these comparables (a Council
transaction from 2013) in our appraisal model the results are shown in the
table below:
Reference

Assumed
Acres
Assumed Ha
Residual Value
Threshold
Value per ha
Total
Threshold
Value
Headroom (AB)
S106 plus
estimate
specific
infrastructure
Headroom
after S106 for
CIL (D-E)

A

B

C
D

E

2.19

Description

Council
Analysis –
15%
267

267

267

267

108
£119,750,727
£480,000

108
£98,325,208
£560,000

108
£131,275,915
£480,000

108
£109,850,395
£560,000

£51,840,000

£60,480,000

£51,840,000

£60,480,000

£67,910,727

£37,845,208

£79,435,915

£49,370,395

£40,093,449

£36,000,000

£40,093,449

£50,535,000

£27,817,278

£1,845,208

£39,342,466

-£1,164,305

The impact of adopting only this slightly higher Threshold Land Value is to
eradicate completely the surplus within the 0% case and to reduce it to a very
minor figure at 15%. This again results in a negative buffer position against the
Council’s proposed CIL. In addition, even when considering a lower CIL
charge, a negative buffer is still produced as shown in the table below:

CIL Breakdown

TM Analysis – 15%

TM Analysis – 0%

Proposed CIL Charge at £60psm

£15,213,600

£17,280,000

Headroom after S106 for CIL

£1,845,208

-£1,164,605

Shortfall / Surplus

-£13,368,392

-£18,444,605

Proposed CIL Charge at £45psm

£11,410,200

£12,960,000

Headroom after S106 for CIL

£1,845,208

Shortfall / Surplus

-£9,564,995

-£14,124,605

Proposed CIL Charge at £30psm

£7,606,800

£8,640,000

£1,845,208

-£1,164,605

-£5,761,592

-£9,804,605

Headroom after S106 for CIL
Shortfall / Surplus
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2.20

The above position is arrived at by accepting the Council’s proposed S106
charge but adopting only a more realistic and evidence based position on the
land value.

2.21

The above analysis demonstrates how tenuous the position is in respect of the
CIL proposed for Callerton. Even if one adopts the adjusted S106 charge as
proposed by the Council this scheme cannot viably provide the CIL
contribution.

2.22

In addition, even taking an extremely optimistic view on viability assumptions
there is no ‘buffer’ generated and as such this runs contrary to the guidance
within the Harman Report stating that development should not be assumed to
come forward at the ‘margins of viability’. Furthermore, imposing a CIL charge
on this site would cause serious issues in regards to delivery/implementation
and as such would also run contrary to paragraph 173 of the NPPF which
advises that ‘plans should be deliverable’.

2.23

Given the above considerations it is therefore clear that the proposed CIL
Charging Schedule will stifle the delivery of Callerton. It is therefore our clients’
positon that the charge proposed cannot meet the relevant legal tests and is
inappropriate.

3.0

Housing Delivery

3.1

At the examination the Council made a number of assertions about housing
delivery and its position in respect of demonstrating a 5 year housing land
supply (both with and without Callerton).

3.2

The Council’s Annual Monitoring Report for 2014-2015 Appendix 2 (January
2016) sets out that the Council’s latest position is that it has a 6.1 years supply
of deliverable housing sites. In reaching this position it is notable that:

1

•

The Council has included previous “over provision” in the calculation.
This approach is not appropriate because the housing requirement is not
a ceiling. PPG sets out that consideration may be given to evidence that
a Council has over delivered against its needs. However, this relates to
where housing delivery has exceeded an area’s needs rather than a
policy requirement1. The Council has clearly not exceeded the area’s
assessed housing need.

•

The housing supply includes sites without planning consent, which may
start to deliver within five years such as sites allocated in the Core
Strategy and Urban Core Plan that have “developer interest”. It is not
clear what “developer interest” means and this could over inflate the 5
year housing land supply (‘5YHLS’). This certainly does not meet the
definition of ‘deliverable’ as set out in footnote 11 in the NPPF.

Appeal reference APP/A1720/A/14/2220031 paragraph 44.

P7/10

11314888v1

Nathaniel Lichfield & Partners Limited
Registered Office: 14 Regent’s Wharf,
All Saints Street, London N1 9RL

Registered in England No. 2778116
Please visit our website for further
Information and contact details
www.nlpplanning.com

•

3.3

3.4

The housing supply also includes sites subject to planning applications
where there is a resolution to approve subject to a s106 agreement. It is
not clear whether there is a time limit on applications to which this
relates. This is a fundamental issue here given the number of resolutions
to grant that stall in the signing of the s106 process.

It is therefore important to note that the need for urgency to proceed in
delivering houses at Callerton which was clearly set out by Inspector Martin
Pike in his report (February 2015), where the principal basis for finding the
Plan sound was the fact that the SLR sites including Callerton will be brought
forward quickly to address the Council’s significant housing shortfall. Notable
extracts confirming this are referred to below:
•

Paragraph 54: “currently have a sizeable shortfall of deliverable housing
land from the urban area, Green belt land would be required as soon as
possible”

•

Paragraph 55: “Adopting this approach will enable each Council to
achieve its five year land supply at the earliest opportunity”

•

Paragraph 56. “the evidence demonstrates that both sources of supply
are needed urgently if the Framework’s objective of boosting significantly
the supply of housing is to be met. The early release of land from the
Green Belt should ensure that both Councils can demonstrate a five year
land supply… soon after the Plan is adopted.”

We note, in addition to this, the Council’s acceptance of its 5 year housing land
supply position and (hitherto) recognition of the importance of Callerton in
achieving this. This was set out in the Council’s own evidence to the Core
Strategy (Planning for the Future Core Strategy and Urban Core Plan Note on
Policy CS3 Spatial Strategy for Neighbourhood Areas and CS4 Spatial
Strategy for Village Growth Areas. Submitted by Newcastle and Gateshead
Councils, 11 June 2014) (appendix B):
“The Newcastle Housing Trajectory as set out in our Annual Monitoring Report
2012-13 highlights our expectations that the greenbelt release sites will deliver
200 homes in 2016/17 [with Callerton providing 175 of these – including
the 2 from 2015/16], 400 homes in 2017/18 [with Callerton providing 270 of
these] and 450 homes per annum thereafter to meet our objectively assessed
needs. This in addition to the homes that are expected to be delivered across
the existing urban area will enable the Council to catch up with under delivery
since 2010. Releasing a range of sites in different locations will allow us to
meet out 5 year housing land supply by 2019 [with Callerton providing 765
homes by 2019] and maintain our rolling 5 year supply thereafter.”

3.5

With regard to delivery rates, the proposed delivery rates are set out in the
draft Callerton Masterplan, which was recently submitted to the Council and is
to be subject to public consultation by the Council from 9 May 2016. They are
as follows:
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Lower
Outlet Outlet
1
2
2015/16

Phase 1

Phase 2

Phase 3

East Mid
Outlet Outlet
1
2

Outlet
1

West Mid
Outlet Outlet
2
3

Outlet
1

Upper
Outlet
2

Outlet
3

2

2016/17

30

30

18

20

25

25

25

2017/18

35

35

35

35

35

35

35

25

2018/19

35

35

35

35

35

35

35

35

20

20

2019/20

35

35

35

35

35

35

35

35

35

35

2020/21

35

35

35

35

35

35

35

35

35

35

2021/22

35

35

35

35

30

25

35

35

35

2022/23

35

35

35

35

35

35

35

2023/24

35

35

35

35

35

35

35

2024/25

35

35

35

35

35

35

35

2025/26

35

35

35

35

35

2026/27

35

35

35

35

35

2027/28

35

35

35

35

35

2028/29

35

35

35

35

35

35

35

35

2029/30

3.6

It may be noted that Policy NN1 of the CSUCP refers to allocating land at
Callerton for approximately 3,000 houses across Callerton. The above shows
delivery of 3,305 dwellings which is 10% over the 3,000. This complies with the
policy which seeks approximately 3,000 new homes.

3.7

Given the above information, particularly that which was submitted by the
Council upon which basis the Core Strategy was found sound by Mr Pike, we
would question the Council’s current assertion that it has a 5-year housing
supply. That aside, what is demonstrably clear is the necessity of Callerton to
the Council in achieving a 5-year housing land supply, and its ability of
maintaining this position.

3.8

Therefore, any restrictions imposed on the deliverability of Callerton will have
serious implications on the Council’s ability of demonstrating a 5-year housing
land supply and delivering the much needed housing it is required to provide
during the period of the Plan. It is therefore not accepted that the Council can
demonstrate a 5 year housing land supply without Callerton.

4.0

Summary

4.1

In summary therefore, our clients’ view is that if the S106 contributions are to
be taken as given, the proposed CIL charge is:
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•

is inflexible; and

•

will ultimately frustrate much needed housing delivery.

4.2

The Councils’ proposed CIL Charging Schedule submitted to the Examiner for
examination is therefore inappropriate.

4.3

Even though a CIL charge of £30 psm has been shown to be marginally viable
with the above assumption, we note that any adjustment which lowers
revenue, increases build costs or increases TVAs would necessitate a further
reduction to permit viable development.

4.4

We trust this note provides a clear and concise update on the developer
contribution position of Callerton on behalf of our clients.
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Appendix A

Land Value (per net
acre)

Land Value (per net
hectare)

Vendor

Year

Site

LPA

Greenfield
/Brownfield

£336,900
£476,600

£832,480
£1,177,679

Hellens Ltd
Duke of Northumberland

2015
2014

Sunderland City Council
North Tyneside Council

GF
GF

£299,600

£740,312

North Tyneside Council

2014

North Tyneside Council

GF/BF

£225,500

£557,211

Newcastle City Council

2013

Newcastle City Council

GF/BF

£342,000
£371,400
£744,000
£566,300
£617,000
£436,000

£845,082
£917,729
£1,838,424
£1,399,327
£1,524,607
£1,077,356

Redcar College
Yuill Family
Weightman
Redcar & Cleveland Council
Mowden Park Rugby Club
The Sheperd Brothers

2015
2015
2013
2013
2012
2012

Teal Farm, Washington
Scaffold Hill, Holystone
Former Parkside School, Mullen Road,
Wallsend
Former Walker Technology College,
Walker
Former Redcar College, Redcar Ln
Quarry Farm
Stainsby Hall Farm, Middlesbrough TS5
Enfield Chase, Guisborough
Mowden Park, Darlington
he Former NEDL site, The Covers, Wallsen

Redcar & Cleveland Council
Hartlepool Council
Middlesbrough
Redcar & Cleveland
Darlington
North Tyneside

GF
GF
GF
GF
GF
GF
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ĚĞĨŝĐŝĞŶĐǇŝŶƚŚĞĨŝǀĞǇĞĂƌůĂŶĚƐƵƉƉůǇ;ƉůƵƐϮϬй͚ďƵĨĨĞƌ͛ͿĨŽƌƚŚĞƉĞƌŝŽĚϮϬϭϰͲϭϵŽĨĂƌŽƵŶĚ
ŽŶĞͲƚŚŝƌĚ͘'ĂƚĞƐŚĞĂĚ͛ƐůĂƚĞƐƚĞƐƚŝŵĂƚĞ;ƉƌŝůϮϬϭϰͿ͕ƐŚŽǁƐĂƚŽƚĂůϱǇĞĂƌŚŽƵƐŝŶŐůĂŶĚƐƵƉƉůǇ
;ŝŶĐůƵĚŝŶŐϮϬйďƵĨĨĞƌͿŽĨĂƉƉƌŽǆŝŵĂƚĞůǇϯ͘ϴϲǇĞĂƌƐ;ϲϰйͿĨŽƌƚŚĞƉĞƌŝŽĚϮϬϭϰͲϭϵĂŶĚƚŚĂƚ
ƚŚĞƌĞƌĞŵĂŝŶƐĂƐŚŽƌƚĨĂůůŽĨĂƉƉƌŽǆŝŵĂƚĞůǇϮ͘ϭϰǇĞĂƌƐ;ϯϲйͿ͘

/ŶůŝŶĞǁŝƚŚEWW&ƉĂƌĂŐƌĂƉŚϰϵ͕ƚŚĞŽƵŶĐŝůƐĐŽŶƐŝĚĞƌƚŚĂƚĂůůƐŝƚĞƐǁŝƚŚŝŶEĞŝŐŚďŽƵƌŚŽŽĚ
ĂŶĚsŝůůĂŐĞ'ƌŽǁƚŚƌĞĂƐĂƌĞůŝŬĞůǇƚŽďĞƌĞƋƵŝƌĞĚƚŽŵĞĞƚƚŚĞƋƵĂŶƚŝƚĂƚŝǀĞĂŶĚƋƵĂůŝƚĂƚŝǀĞ
ŶĞĞĚƐĨŽƌŚŽƵƐŝŶŐĚƵƌŝŶŐƚŚĞƉůĂŶƉĞƌŝŽĚ͘

dŚĞEĞǁĐĂƐƚůĞ,ŽƵƐŝŶŐdƌĂũĞĐƚŽƌǇĂƐƐĞƚŽƵƚŝŶŽƵƌŶŶƵĂůDŽŶŝƚŽƌŝŶŐZĞƉŽƌƚϮϬϭϮͲϭϯ
ŚŝŐŚůŝŐŚƚƐŽƵƌĞǆƉĞĐƚĂƚŝŽŶƐƚŚĂƚƚŚĞŐƌĞĞŶďĞůƚƌĞůĞĂƐĞƐŝƚĞƐǁŝůůĚĞůŝǀĞƌϮϬϬŚŽŵĞƐŝŶ
ϮϬϭϲͬϭϳ͕ϰϬϬŚŽŵĞƐŝŶϮϬϭϳͬϭϴĂŶĚϰϱϬŚŽŵĞƐƉĞƌĂŶŶƵŵƚŚĞƌĞĂĨƚĞƌƚŽŵĞĞƚŽƵƌ
ŽďũĞĐƚŝǀĞůǇĂƐƐĞƐƐĞĚŶĞĞĚƐ͘dŚŝƐŝŶĂĚĚŝƚŝŽŶƚŽƚŚĞŚŽŵĞƐƚŚĂƚĂƌĞĞǆƉĞĐƚĞĚƚŽďĞĚĞůŝǀĞƌĞĚ
ĂĐƌŽƐƐƚŚĞĞǆŝƐƚŝŶŐƵƌďĂŶĂƌĞĂǁŝůůĞŶĂďůĞƚŚĞŽƵŶĐŝůƚŽĐĂƚĐŚƵƉǁŝƚŚƵŶĚĞƌĚĞůŝǀĞƌǇƐŝŶĐĞ
ϮϬϭϬ͘ZĞůĞĂƐŝŶŐĂƌĂŶŐĞŽĨƐŝƚĞƐŝŶĚŝĨĨĞƌŶĞƚůŽĐĂƚŝŽŶƐǁŝůůĂůůŽǁƵƐƚŽŵĞĞƚŽƵƌϱǇĞĂƌ
ŚŽƵƐŝŶŐůĂŶĚƐƵƉƉůǇďǇϮϬϭϵĂŶĚŵĂŝŶƚĂŝŶŽƵƌƌŽůůŝŶŐϱǇĞĂƌƐƵƉƉůǇƚŚĞƌĞĂĨƚĞƌ͘

'ĂƚĞƐŚĞĂĚ͛Ɛ,ŽƵƐŝŶŐdƌĂũĞĐƚŽƌǇĂƐƐĞƚŽƵƚŝŶ&ŝŐƵƌĞϯϮŽĨƚŚĞŽŵƉůŝĂŶĐĞ^ƚĂƚĞŵĞŶƚ;>Ϭϵ͕
ƉĂŐĞϮϬϵͿŚŝŐŚůŝŐŚƚƐŽƵƌĞǆƉĞĐƚĂƚŝŽŶƐƚŚĂƚƚŚĞ'ƌĞĞŶĞůƚƌĞůĞĂƐĞƐŝƚĞƐǁŝůůĚĞůŝǀĞƌϯϬϬ
ŚŽŵĞƐƉĞƌĂŶŶƵŵďĞƚǁĞĞŶϮϬϭϲͬϭϳĂŶĚϮϬϮϬͬϮϭ͕ĂŶĚϭϬϬŚŽŵĞƐƉĞƌĂŶŶƵŵƚŚĞƌĞĂĨƚĞƌ͘
dŚŝƐƚƌĂũĞĐƚŽƌǇŝƐďĂƐĞĚŽŶƚŚĂƚĐŽŶƚĂŝŶĞĚǁŝƚŚŝŶƚŚĞ'ĂƚĞƐŚĞĂĚŶŶƵĂůDŽŶŝƚŽƌŝŶŐZĞƉŽƌƚ
ϮϬϭϮͬϭϯ;ĂƉƉĞŶĚŝǆϮͿĂŶĚƚŚĞĚĞůŝǀĞƌǇŽĨ^ƚƌĂƚĞŐŝĐ>ĂŶĚZĞǀŝĞǁ^ŝƚĞƐ͘dŚŝƐ͕ŝŶĂĚĚŝƚŝŽŶƚŽƚŚĞ
ŚŽŵĞƐƚŚĂƚĂƌĞĞǆƉĞĐƚĞĚƚŽďĞĚĞůŝǀĞƌĞĚĂĐƌŽƐƐƚŚĞĞǆŝƐƚŝŶŐƵƌďĂŶĂƌĞĂ͕ǁŝůůĞŶĂďůĞƚŚĞ
ŽƵŶĐŝůƚŽĐĂƚĐŚƵƉǁŝƚŚƵŶĚĞƌͲĚĞůŝǀĞƌǇƐŝŶĐĞϮϬϭϬĂŶĚŵĞĞƚŽƵƌϱǇĞĂƌŚŽƵƐŝŶŐůĂŶĚƐƵƉƉůǇ
ďǇϮϬϮϮͬϮϯĂŶĚŵĂŝŶƚĂŝŶŽƵƌƌŽůůŝŶŐϱǇĞĂƌƐƵƉƉůǇƚŚĞƌĞĂĨƚĞƌ͘


dŚĞĞǀŝĚĞŶĐĞĚĞŵŽŶƐƚƌĂƚĞƐƚŚĂƚǁĞŶĞĞĚ'ƌĞĞŶĞůƚƌĞůĞĂƐĞƐŝƚĞƐƚŽƐƚĂƌƚĚĞůŝǀĞƌŝŶŐŚŽŵĞƐ
ĂƐƐŽŽŶĂƐƉŽƐƐŝďůĞƚŽĐĂƚĐŚƵƉŽŶŽƵƌƵŶĚĞƌĚĞůŝǀĞƌǇĂŶĚƚŽĞŶƐƵƌĞƚŚĂƚǁĞĂƌĞŵĞĞƚŝŶŐŽƵƌ
ϱǇĞĂƌŚŽƵƐŝŶŐůĂŶĚƐƵƉƉůǇŶĞĞĚƐĂƐĞĂƌůǇĂƐƉŽƐƐŝďůĞŝŶƚŚĞWůĂŶƉĞƌŝŽĚ͘ƐĂƌĞƐƵůƚŽĨƚŚŝƐ
ǁĞŚĂǀĞƌĞĐŽŶƐŝĚĞƌĞĚƚŚĞƌĞƋƵŝƌĞŵĞŶƚĨŽƌƉŚĂƐŝŶŐĞůĞŵĞŶƚƐŽĨƉŽůŝĐŝĞƐ^ϯĂŶĚ^ϰ͘

dŚĞŽƵŶĐŝůƐĐŽŶƐŝĚĞƌƚŚĂƚŐŝǀĞŶƚŚĞĚĞŵŽŶƐƚƌĂďůĞƐŚŽƌƚĨĂůůŝŶŚŽƵƐŝŶŐůĂŶĚƐƵƉƉůǇ͕
ƉĂƌƚŝĐƵůĂƌůǇƉƌŝŽƌƚŽϮϬϭϵƚŚĞƌĞŝƐŶŽĞǀŝĚĞŶƚŝĂůŶĞĞĚƚŽĂƐƐĞƐƐĞĂĐŚƉƌŽƉŽƐĞĚƐŝƚĞƌĞůĞĂƐĞ
ĂŐĂŝŶƐƚƚŚĞϱǇĞĂƌŚŽƵƐŝŶŐƐƵƉƉůǇĂƐĂůůŽĨƚŚĞĂůůŽĐĂƚĞĚƐŝƚĞƐĂƌĞůŝŬĞůǇƚŽďĞŶĞĞĚĞĚĂƚƐŽŵĞ
ƉŽŝŶƚ͘dŚĞĚĞůĞƚŝŽŶĂŶĚƌĞǁŽƌĚŝŶŐŽĨƚŚŝƐĐƌŝƚĞƌŝŽŶŝŶƉŽůŝĐŝĞƐ^ϯĂŶĚ^ϰǁŝůůĞŶƐƵƌĞƚŚĂƚ
ƚŚĞ^hWĐĂŶĚĞůŝǀĞƌƚŚĞƌĂƚĞŽĨŶĞǁŚŽƵƐŝŶŐƌĞƋƵŝƌĞĚƚŽŵĞĞƚƚŚĞŝĚĞŶƚŝĨŝĞĚŚŽƵƐŝŶŐ
ŶĞĞĚ͘

dŽĞŶƐƵƌĞƚŚĂƚƚŚĞƐŝƚĞƐĂƌĞĚĞǀĞůŽƉĞĚŝŶĂĐŽͲŽƌĚŝŶĂƚĞĚĂŶĚƉŚĂƐĞĚǁĂǇĂŶĚƚŽĞŶƐƵƌĞƚŚĞ
ĚĞůŝǀĞƌǇŽĨŶĞĐĞƐƐĂƌǇŝŶĨƌĂƐƚƌƵĐƚƵƌĞ͕ƚŚĞŽƵŶĐŝůƐƉƌŽƉŽƐĞĂŶĂŵĞŶĚŵĞŶƚƚŽƉŽůŝĐŝĞƐ^ϯ
ĂŶĚ^ϰĂŶĚƚŽƚŚĞEĞŝŐŚďŽƵƌŚŽŽĚĂŶĚsŝůůĂŐĞ'ƌŽǁƚŚƌĞĂƐŝƚĞƐƉĞĐŝĨŝĐƉŽůŝĐŝĞƐ;EEϭͲϰ͕
EsϭͲϯ͕'EϭĂŶĚ'sϭͲ'sϳͿ͘dŚĞƉƌŽƉŽƐĞĚĂŵĞŶĚŵĞŶƚƐǁŝůůƌĞƋƵŝƌĞĚĞǀĞůŽƉŵĞŶƚƚŽďĞŝŶ
ĂĐĐŽƌĚĂŶĐĞǁŝƚŚĂŶĂƉƉƌŽǀĞĚŵĂƐƚĞƌƉůĂŶƐĞƚƚŝŶŐŽƵƚƚŚĞƉƌŽƉŽƐĞĚƉŚĂƐŝŶŐŽĨĚĞǀĞůŽƉŵĞŶƚ
ŝŶĐůƵĚŝŶŐƚƌŝŐŐĞƌƐĨŽƌŝŶĨƌĂƐƚƌƵĐƚƵƌĞƉƌŽǀŝƐŝŽŶ͘tŚĞƌĞĚĞǀĞůŽƉŵĞŶƚŽĨƐŵĂůůĞƌƐŝƚĞƐĚŽĞƐŶŽƚ
ŶĞĞĚƚŽďĞƉŚĂƐĞĚŽǀĞƌĚŝĨĨĞƌĞŶƚƚŝŵĞƉĞƌŝŽĚƐ͕ŝƚŝƐƐƚŝůůŶĞĐĞƐƐĂƌǇƚŽĞŶƐƵƌĞƚŚĂƚŝƚƐĚĞůŝǀĞƌǇ
ŝƐĂůŝŐŶĞĚǁŝƚŚƚŚĞƉƌŽǀŝƐŝŽŶŽĨŶĞĐĞƐƐĂƌǇŝŶĨƌĂƐƚƌƵĐƚƵƌĞ͘

/ĨƚŚŝƐĂƉƉƌŽĂĐŚŝƐĂĐĐĞƉƚĞĚŝƚŝƐĂŶĐŝĐŝƉĂƚĞĚƚŚĂƚƐŽŵĞŵŽĚŝĨŝĐĂƚŝŽŶƐǁŝůůďĞƌĞƋƵŝƌĞĚƚŽƐŝƚĞ
ƐƉĞĐŝĨŝĐƉŽůŝĐŝĞƐŝŶƐĞĐƚŝŽŶϱƚŽŵĂŬĞƚŚĞŵĂĐĐŽƌĚǁŝƚŚƚŚĞĂŵĞŶĚĞĚƉŽůŝĐŝĞƐ^ϯĂŶĚ^ϰ
ĂŶĚǁŚĞƌĞŶĞĐĞƐƐĂƌǇƚŽƐĞƚŽƵƚƚŚĞŐĞŽŐƌĂƉŚŝĐĂůĞǆƚĞŶĚŽĨƚŚĞŵĂƐƚĞƌƉůĂŶƐĂŶĚƉŚĂƐŝŶŐ
ƉůĂŶƐƚŚĂƚǁŝůůďĞƌĞƋƵŝƌĞĚ͘



WƌŽƉŽƐĞĚŵŽĚŝĨŝĐĂƚŝŽŶ

WŽůŝĐǇ^ϯ^ƉĂƚŝĂů^ƚƌĂƚĞŐǇĨŽƌEĞŝŐŚďŽƵƌŚŽŽĚƌĞĂ

/ŶƚŚĞEĞŝŐŚďŽƵƌŚŽŽĚƌĞĂƐƵƐƚĂŝŶĂďůĞĐŽŵŵƵŶŝƚŝĞƐǁŝůůďĞƉƌŽŵŽƚĞĚĂŶĚ
ŵĂŝŶƚĂŝŶĞĚ͕ŵĞĞƚŝŶŐŚŽƵƐŝŶŐŶĞĞĚƐĂŶĚƐƵƉƉŽƌƚŝŶŐũŽďƐďǇ͗

ϭ͘ ĞǀĞůŽƉŵĞŶƚŽĨĂƉƉƌŽǆŝŵĂƚĞůǇϮϭ͕ϵϬϬŶĞǁŚŽŵĞƐ͘

Ϯ͘ /ŶǀĞƐƚŝŶŐŝŶŚŽƵƐŝŶŐĚĞǀĞůŽƉŵĞŶƚĂŶĚŶĞŝŐŚďŽƵƌŚŽŽĚƐƐƉĞĐŝĨŝĐĂůůǇŝŶ
KƉƉŽƌƚƵŶŝƚǇƌĞĂƐĂƚ͗ĞŶƐŚĂŵΘ^ĂůƚǁĞůů͕ĞŶǁĞůůΘ^ĐŽƚƐǁŽŽĚ͕ŝƌƚůĞǇ͕
ǇŬĞƌ͕ƵŶƐƚŽŶΘdĞĂŵƐ͕ůƐǁŝĐŬ͕&ĞůůŝŶŐĂŶĚtĂůŬĞƌ;&ŝŐƵƌĞϳ͘ϮͿ͘

ϯ͘ ĞǀĞůŽƉŵĞŶƚŽĨŵĂũŽƌďƌŽǁŶĨŝĞůĚƐŝƚĞƐĨŽƌŶĞǁƐƵƐƚĂŝŶĂďůĞĐŽŵŵƵŶŝƚŝĞƐŝŶ
ƌĞĂƐŽĨŚĂŶŐĞĂƚEĞǁďƵƌŶ;KϭͿĂŶĚDĞƚƌŽŐƌĞĞŶ;KϮͿ͘

ϰ͘ ůůŽĐĂƚŝŶŐEĞŝŐŚďŽƵƌŚŽŽĚ'ƌŽǁƚŚƌĞĂƐĨŽƌŚŽƵƐŝŶŐĚĞǀĞůŽƉŵĞŶƚĂƚĂůůĞƌƚŽŶ
;EEϭͿ͕ƵŶƐƚŽŶ,ŝůů;'EϭͿ͕<ŝŶŐƐƚŽŶWĂƌŬͬ<ĞŶƚŽŶĂŶŬ&ŽŽƚ;EEϮͿ͕EĞǁďŝŐŐŝŶ
,Ăůů;EEϯͿ͕ĂŶĚEĞǁĐĂƐƚůĞ'ƌĞĂƚWĂƌŬ;EEϰͿ͘ĞǀĞůŽƉŵĞŶƚǁŝůůďĞĐĂƌƌŝĞĚŽƵƚŝŶ
ĂĐĐŽƌĚĂŶĐĞǁŝƚŚ͗
ŝ͘ ĂƉƉƌŽǀĞĚŵĂƐƚĞƌƉůĂŶƐĨŽƌĞĂĐŚŽĨƚŚĞŝĚĞŶƚŝĨŝĞĚEĞŝŐŚďŽƵƌŚŽŽĚ'ƌŽǁƚŚ
ƌĞĂƐdŚĞƐĞŵƵƐƚǁŚŝĐŚĚĞŵŽŶƐƚƌĂƚĞĂĐŽŵƉƌĞŚĞŶƐŝǀĞ͕ƉŚĂƐĞĚĂŶĚ
ĐŽŽƌĚŝŶĂƚĞĚĂƉƉƌŽĂĐŚƚŽƐŝƚĞĚĞǀĞůŽƉŵĞŶƚ͕ĂŶĚŝŶĨƌĂƐƚƌƵĐƚƵƌĞ
ƉƌŽǀŝƐŝŽŶĂŶĚ͕ƐĞƚƚŝŶŐŽƵƚŚŽǁŶĞĐĞƐƐĂƌǇŝŶĨƌĂƐƚƌƵĐƚƵƌĞĂŶĚƚŚĞ
ƐƚƌĂƚĞŐŝĐŝŶĨƌĂƐƚƌƵĐƚƵƌĞ͕ŝĚĞŶƚŝĨŝĞĚĨŽƌƚŚĞƐŝƚĞŝŶƚŚĞ/ŶĨƌĂƐƚƌƵĐƚƵƌĞ
ĞůŝǀĞƌǇWůĂŶ͕ǁŝůůďĞĚĞůŝǀĞƌĞĚŽŶĂƉŚĂƐĞĚďĂƐŝƐ͘
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Ϯ͘ ůůŽĐĂƚŝŶŐsŝůůĂŐĞ'ƌŽǁƚŚƌĞĂƐĨŽƌŚŽƵƐŝŶŐĚĞǀĞůŽƉŵĞŶƚĂƚ͗ŚŽƉǁĞůů;'sϭͿ͕
ƌĂǁĐƌŽŽŬ;'sϮͿ͕ŝŶŶŝŶŐƚŽŶ;EsϭͿ͕,ĂǌůĞƌŝŐŐΘtŝĚĞŽƉĞŶ;EsϮͿ͕,ŝŐŚĨŝĞůĚ
;'sϯͿ͕,ŝŐŚ^ƉĞŶ;'sϰͿ͕<ŝďďůĞƐǁŽƌƚŚ;'sϱͿ͕ZǇƚŽŶ;'sϲͿ͕^ƵŶŶŝƐŝĚĞ;'sϳͿĂŶĚ
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ŝ͘ ĂƉƉƌŽǀĞĚŵĂƐƚĞƌƉůĂŶƐĨŽƌĞĂĐŚŽĨƚŚĞŝĚĞŶƚŝĨŝĞĚsŝůůĂŐĞ'ƌŽǁƚŚƌĞĂƐ͘
dŚĞƐĞŵƵƐƚƚŽĚĞŵŽŶƐƚƌĂƚĞĂĐŽŵƉƌĞŚĞŶƐŝǀĞ͕ƉŚĂƐĞĚĂŶĚĐŽŽƌĚŝŶĂƚĞĚ
ĂƉƉƌŽĂĐŚƚŽƐŝƚĞĚĞǀĞůŽƉŵĞŶƚ͕ĂŶĚŝŶĨƌĂƐƚƌƵĐƚƵƌĞƉƌŽǀŝƐŝŽŶ͕ƐĞƚƚŝŶŐŽƵƚ
ŚŽǁŶĞĐĞƐƐĂƌǇŝŶĨƌĂƐƚƌƵĐƚƵƌĞĂŶĚƚŚĞƐƚƌĂƚĞŐŝĐŝŶĨƌĂƐƚƌƵĐƚƵƌĞ͕
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ŵĂƐƚĞƌƉůĂŶŶĞĚƚŽŐĞƚŚĞƌǁŚĞƌĞƚŚĞǇĂĚũŽŝŶĞĂĐŚŽƚŚĞƌƌĞŐĂƌĚůĞƐƐŽĨŽǁŶĞƌƐŚŝƉ͘WŚĂƐŝŶŐ
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ƉƌĞͲĂƉƉůŝĐĂƚŝŽŶƉƌŽĐĞƐƐŽƌĞĂƌůŝĞƌͿ͘DĂƐƚĞƌƉůĂŶƐǁŝůůďĞĂƉƉƌŽǀĞĚďǇƚŚĞŽƵŶĐŝůƐĂƐƉĂƌƚŽĨ
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