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7KH�FRQFHUQ�RYHU�PROG�H[SRVXUH�DQG�PROG�UHODWHG�FODLPV�DJDLQVW�%XLOGHUV©�5LVNV� �&$5�($5�SROLFLHV�KDYH�EHHQ�SULPDULO\�OLPLWHG�WR�1RUWK�$PHULFD�WR�GDWH���0DMRU�UHDVRQV�IRU�WKLV�DSSHDU�WREH�D�IXQFWLRQ�RI�WKH�FRQVWUXFWLRQ�PDWHULDOV�XVHG��ZRRG�IUDPLQJ�LQ�PRVW�KRPHV��DQG�WKH�DLUWLJKWLQWHULRU� HQYLURQPHQW� FUHDWHG� E\� WKH� GHVLJQ�� PDWHULDOV� DQG� WHFKQLTXHV� FXUUHQWO\� LQ� XVH�� � 7KHOLWLJLRXV�OHJDO�HQYLURQPHQW�LQ�1RUWK�$PHULFD�LV�DQ�DJJUDYDWLQJ�IDFWRU���2Q�WKH�RWKHU�KDQG��WKHVHVDPH�LVVXHV�DUH�EHJLQQLQJ�WR�EH�H[SHULHQFHG�LQ�RWKHU�SDUWV�RI�WKH�ZRUOG���6FDQGLQDYLD�DQG�WKH�8.KDYH�UHSRUWHGO\�EHHQ�DIIOLFWHG�ZLWK�D�QXPEHU�RI�PROG�UHODWHG�FODLPV���,W�LV�LPSRUWDQW��WKHUHIRUH�WKDW� XQGHUZULWHUV� LQ� GLIIHUHQW� SDUWV� RI� WKH� ZRUOG� EHFRPH� IDPLOLDU� ZLWK� WKH� H[SHULHQFH� LQ� WKH8QLWHG�6WDWHV�DQG�&DQDGD�WR�EHWWHU�XQGHUVWDQG�XQGHUZULWLQJ�DQG�FODLPV�LVVXHV��ZKLFK�WKH\�PD\RQH�GD\�IDFH�
6R�� ZKDW� WKHQ� LV� PROG"� 6SHFLILFDOO\� ZKDW� LV� ¦WR[LF� PROG§"� � $QG� ZKDW� GRHV� WKLV� PHDQ� WR(QJLQHHULQJ�,QVXUHUV"
7R�EHJLQ�ZLWK��PROG�KDV�EHHQ�DURXQG� ORQJ�EHIRUH�PDQ� LQKDELWHG� WKH� IDFH�RI� WKH�HDUWK�DQG� LV� DVXEVHW� RI� IXQJL�� � $FFRUGLQJ� WR� :HEVWHU©V� &ROOHJLDWH� 'LFWLRQDU\�� 7HQWK� (GLWLRQ�� IXQJL� DUH¦VDSURSK\WLF� DQG���SDUDVLWLF� VSRUH�SURGXFLQJ� RUJDQLVPV� XVXDOO\� FODVVLILHG� DV� SODQWV� WKDW� ODFNFKORURSK\OO� DQG� LQFOXGH� PROGV�� UXVWV�� PLOGHZV�� VPXWV�� PXVKURRPV� DQG� \HDVWV�§� � 0ROG� LV� ¦DVXSHUILFLDO�RIWHQ�ZRROO\�JURZWK�SURGXFHG�HVSHFLDOO\�RQ�GDPS�RU�GHFD\LQJ���RUJDQLF�PDWWHU�RURQ�OLYLQJ�RUJDQLVPV�§��0ROGV�DQG�IXQJL�DUH�QHFHVVDU\�WR�HFRORJ\��WKLQN��IRU�H[DPSOH��RI�GHFD\LQJIDOOHQ� WUHHV� WKDW� DUH� WKXV� UHF\FOHG� LQWR� VRLO�� 6SRUHV� SURGXFHG� E\� WKHVH� RUJDQLVPV� FDQ� EH� DLU��ZDWHU��� LQVHFW��� RU� DQLPDO�ERUQH�� � 6SRUHV�PD\� HYHQ� EH� WUDFNHG� LQWR� D� EXLOGLQJ� RQ� WKH� VROHV� RIVKRHV���,Q�HVVHQFH��PROG�LV�IRXQG�HYHU\ZKHUH�DQG�FRPSOHWH�HOLPLQDWLRQ�LV�LPSRVVLEOH��0ROG�FDQJURZ�RQ�DQ\�RUJDQLF�VXEVWDQFH���7KUHH�FRQGLWLRQV�QHFHVVDU\�IRU�JURZWK�DUH�

�� $�WHPSHUDWXUH�UDQJH�RI����¤����GHJUHHV�)����¤����GHJUHHV�&��� $�QXWULHQW�EDVH�� 0RLVWXUH
9LUWXDOO\� DOO� FRPPRQO\� XVHG� FRQVWUXFWLRQ� PDWHULDOV� DV� ZHOO� DV� LQWHULRU� IXUQLVKLQJV� SURYLGHQXWULHQWV� VXSSRUWLQJ� PROG� JURZWK�� � 'LUW� RQ� VXUIDFHV� SURYLGHV� DGGLWLRQDO� QXWULHQWV�� +XPLGFOLPDWHV�PD\� EH� SDUWLFXODUO\� VXVFHSWLEOH� WR�PROG� JURZWK� VLQFH�PROG� RQO\� QHHGV� D� YHU\� VPDOODPRXQW�RI�PRLVWXUH�WR�JURZ���6KRUW�RI�EHLQJ�LQ�SRODU�RU�DULG�GHVHUW�UHJLRQV��PROG�FDQ�IORXULVK�LQPRVW�SRSXODWHG�DUHDV�RI�WKH�ZRUOG��7KH�NH\�WR�FRQWUROOLQJ�PROG�JURZWK�LV�HOLPLQDWLQJ�RU�DW� WKHYHU\�OHDVW��OLPLWLQJ�PRLVWXUH�
¦7R[LF�PROG§�LV�D�WHUP�WKDW�KDV�HYROYHG�RYHU�WKH�SDVW�IHZ�\HDUV�WR�GHVFULEH�D�OLPLWHG�JURXSLQJ�RIPROGV� WKDW� KDYH� SRWHQWLDO� WR� FDXVH� YDULRXV� KHDOWK� SUREOHPV�� 7KH� WKUHH� PRVW� FRPPRQ� PROGVZKLFK� DUH� JHQHUDOO\� WKRXJKW� WR� EH� ¦WR[LF§� DUH� DV� IROORZV�� VWDFK\ERWU\V�� SHQLFLOOLXP� DQGDVSHUJLOOXV�� �$UH� WKHVH�PROGV� UHDOO\� WR[LF"� �8QIRUWXQDWHO\� WKHUH� LV�QR�EODFN�RU�ZKLWH�DQVZHU� WRWKLV� TXHVWLRQ�� � 7KHUH� LV� OLWWOH� VFLHQWLILF� RU� PHGLFDO� HYLGHQFH� WKDW� GHPRQVWUDWHV� D� GHILQLWLYHFRQFOXVLRQ�� � $W� WKH� VDPH� WLPH�� KRZHYHU�� WKHUH� LV� FRQVHQVXV� WKDW� VRPH� VSHFLHV� FDQ� SURGXFHP\FRWR[LQV�� ZKLFK� DUH� FRQVLGHUHG� WR� EH� WR[LF� WR� KXPDQV� DQG� DQLPDOV�� � ([SRVXUH� WR� WKHVHP\FRWR[LQV�HOLFLWV�GLIIHULQJ�RSLQLRQV�DV�WR�ZKHWKHU�WKHUH�LV�D�FRQQHFWLRQ�EHWZHHQ�H[SRVXUH�DQG
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GLVHDVH�� � ,Q� WKH�86�� WKH�2FFXSDWLRQDO�6DIHW\�DQG�+HDOWK�$GPLQLVWUDWLRQ� �26+$��� WKH�1DWLRQDO,QVWLWXWH� IRU� 2FFXSDWLRQDO� 6DIHW\� DQG� +HDOWK� �1,26+�� RU� WKH� $PHULFDQ� &RQIHUHQFH� RI*RYHUQPHQWDO� ,QGXVWULDO�+\JLHQLVWV� �$&*,+��KDYH�QRW�HVWDEOLVKHG�DQ\� WKUHVKROGV�RU� VWDQGDUGVIRU� SHUPLVVLEOH� H[SRVXUH� OHYHOV�� � ,Q� RWKHU�ZRUGV�� WKHUH� DUH� QR� DFFHSWHG� VWDQGDUGV� IRU�PROG� LQ1RUWK�$PHULFD�� �:KDW� VKRXOG� EH� FOHDU� LV� WKDW� HYHQ� WKRXJK� WKHUH� DUH� QR� RIILFLDO� VWDQGDUGV� E\ZKLFK�WR�PHDVXUH�PROG�H[SRVXUH��LW�LV�DQ�HYHU�LQFUHDVLQJ�VRFLHWDO�LVVXH���/LNHZLVH��WKHUH�DUH�QRVWDQGDUGV�DJDLQVW�ZKLFK�PROG�FOHDQ�XS��FODLP�DGMXVWPHQW�RU� ORVV�SUHYHQWLRQ��FDQ�EH�PHDVXUHG�:KDW� LV�FHUWDLQ��KRZHYHU�� LV� WKDW�PROG�LV�D�SHUYDVLYH�KHDOWK�DV�ZHOO�DV�PDWHULDO�GDPDJH�ORVV�RISURILWV� H[SRVXUH� ZLWK� SRWHQWLDOO\� VHYHUH� FRQVHTXHQFHV�� � 7KH� FXUUHQW� ODFN� RI� DQ\� GHILQHGSDUDPHWHUV�RQO\�DJJUDYDWHV�UHPHGLHV�VXFK�DV�LQVXUDQFH���6LQFH�WKLV�SUREOHP�LV�ZLGHVSUHDG�DFURVVQXPHURXV�LQVXUDQFH�OLQHV��ZKDW�GRHV�WKLV�PHDQ�WR�(QJLQHHULQJ�,QVXUHUV"
)LUVW� DQG� IRUHPRVW�� (QJLQHHULQJ� XQGHUZULWHUV� VKRXOG� KDYH� D� WKRURXJK� NQRZOHGJH� RI� WKHFRQGLWLRQV� XQGHU� ZKLFK� PROG� JURZWK� RFFXUV� LQ� EXLOGLQJV� DQG� VWUXFWXUHV�� � +DYLQJ� DQXQGHUVWDQGLQJ�RI�KRZ��ZKHQ��DQG�ZKHUH�PROG�JURZWK�RFFXUV�ZLOO�KHOS�WKH�XQGHUZULWHU�HVWDEOLVKULVN� DSSURSULDWH�� PROG� VSHFLILF� SROLF\� WHUPV�� FRQGLWLRQV� DQG� ORVV� SUHYHQWLRQ� PHDVXUHV�(VSHFLDOO\�YXOQHUDEOH�WR�PROG�IRUPDWLRQ�DQG�ORVV�DUH�&RXUVH�RI�&RQVWUXFWLRQ�ULVNV��&RQWUDFWRUV©$OO�5LVN��&$5��SROLFLHV�FRYHULQJ� FRPPHUFLDO� DQG� UHVLGHQWLDO� VWUXFWXUHV�� DOO�EXLOGLQJV� LQWHQGHGIRU� KXPDQ� RFFXSDQF\�� DQG� EXLOGLQJV� ZLWK� H[WHULRU� ZDOOV� DQG� V\VWHPV� GHVLJQHG� WR� UHJXODWHEXLOGLQJ�LQWHULRU�HQYLURQPHQW�
,Q�DGGLWLRQ�WR�&$5�JHQHUDO�EXLOGLQJ�ULVNV��(QJLQHHULQJ�XQGHUZULWHUV�FDQ�EH�H[SRVHG�WR�PROG�ORVVH[SRVXUHV� ZKHQ� SURYLGLQJ� (UHFWLRQ� $OO� 5LVNV� �($5�� FRYHUV� �H[DPSOH�� +9$&� V\VWHPLQVWDOODWLRQV��� &$5�($5� RIIVLWH� VWRUDJH� RU� IRU� WKDW� PDWWHU� DQ\� (QJLQHHULQJ� ULVN� ZKHUH� ZDWHUGDPDJH� ORVVHV� FDQQRW� EH� FOHDQHG� XS� DQG� UHSDLUHG� WKRURXJKO\� DQG� TXLFNO\�� � 1RW� SDUWLFXODUO\YXOQHUDEOH� WR� PROG� IRUPDWLRQ� DUH� (OHFWURQLF� (TXLSPHQW� �((,��� &LYLO� (QJLQHHULQJ� &RPSOHWHG5LVNV� �&(&5�� DQG�0DFKLQHU\� %UHDNGRZQ� �0%�� OLQHV�� � ,QVXUHUV� DUH� DEOH� WR� GLVDVVHPEOH� LQWRSDUWV�� WUDQVSRUW�RIIVLWH��GU\�RXW�DQG�UHSDLU�RU� UHSODFH�PDFKLQHU\�DQG�HTXLSPHQW�TXLFNO\� WKHUHE\PLQLPL]LQJ�PROG�JURZWK�ULVN�
,Q�RUGHU� WR� IXOO\� DSSUHFLDWH� WKH� SRWHQWLDO� H[SRVXUH�PROG� JURZWK� SUHVHQWV� WR�&$5�XQGHUZULWHUVFRQVLGHU�WKH�IROORZLQJ�

� 0ROG�FDQ�JURZ�IURP�ZDWHU�DFFXPXODWLRQV�LQVLGH�WKH�EXLOGLQJ��RXWVLGH� WKH�EXLOGLQJ��DQGDGGLWLRQDOO\�EXLOGLQJV�FDQ�VWDUW�RXW�ZHW��7KH�WLPH�UHTXLUHG�IRU�PROG�WR�JURZ�LV�DV�VKRUW�DV���KRXUV��WKHUHIRUH�UHVSRQVH�WLPH�WR�ZDWHU�GDPDJH�RI�DQ\�PDJQLWXGH�LV�������KRXUV�� 0ROG�FDQ� UHVXOW� IURP� IDXOW\� GHVLJQ�� FRQVWUXFWLRQ�� LQVSHFWLRQ�� FRPPLVVLRQLQJ�� RSHUDWLRQDQG�PDLQWHQDQFH��WR�WKH�H[WHQW�FRYHUHG�E\�D�PDLQWHQDQFH�HQGRUVHPHQW�� 0ROG�FDQ� UHVXOW� IURP�H[WHUQDOO\�RFFXUULQJ�QDWXUDO� KD]DUGV� VXFK� DV�ZLQGVWRUP�� IORRG� RUUDLQ�RU�IURP�D�ZLGH�UDQJH�RI�LQWHUQDO�VWUXFWXUH�RFFXUUHQFHV��H[��DFFLGHQWDO�OHDNV�
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$FFRUGLQJ�WR�86�&RQVWUXFWLRQ�PDUNHW�VWDWLVWLFV��VHH�([KLELW�$�DWWDFKHG���DSSUR[LPDWHO\�����RIDOO 86�FRQVWUXFWLRQ�FRQWUDFW�DZDUG�GROODUV�IRUHFDVW�IRU����� LQYROYH�RFFXSDQFLHV�ZKHUH�PROG�LV�DSRWHQWLDO� H[SRVXUH� IRU� WKH� (QJLQHHULQJ� XQGHUZULWHU�� � 7KH� WZR� NH\� RFFXSDQF\� JURXSLQJV� IRUXQGHUZULWHU� FRQVLGHUDWLRQ� DUH� UHVLGHQWLDO� FRQVWUXFWLRQ�� ���� RI� WKH� WRWDO� ����� FRQWUDFW� DZDUGVIRUHFDVW�� DQG� RIILFH�� KRWHO�� VWRUHV�VKRSSLQJ�� HGXFDWLRQ� RU� KHDOWKFDUH� FRQVWUXFWLRQ�� ���� RI� WKHWRWDO�
$V�SUHYLRXVO\�GLVFXVVHG��PROG�GRHV�QRW�JURZ�ZLWKRXW�WKH�FRQWLQXHG�SUHVHQFH�RI�ZDWHU�RYHU�WLPH�7KHUHIRUH�DOO�PROG�H[SRVXUH�DQDO\VHV�EHJLQ�ZLWK�WKH�FRQVLGHUDWLRQ�RI�D�JLYHQ�ULVN©V�VXVFHSWLELOLW\WR� WKH�SHULO�RI�ZDWHU�� � � ,Q�DGGLWLRQ� WR�FRQVLGHULQJ�PROG�H[SRVXUH� UHVXOWLQJ�GLUHFWO\� IURP� IORRG�ZLQG�� UDLQ�� OHDNV�� FRPPLVVLRQLQJ�� YDQGDOLVP�� DQG� RWKHU� ZDWHU� GDPDJH� HYHQWV�� &$5�($5XQGHUZULWHUV� VKRXOG� HYDOXDWH� PROG� H[SRVXUHV� UHVXOWLQJ� LQGLUHFWO\� IURP� IDXOW\� ZRUNPDQVKLS�PDWHULDO�DQG�RU�GHVLJQ�RU�IURP�ILUH�
)RU�H[DPSOH��D�FDUSHW� ODLG�RQ� WRS�RI�D� OHVV� WKDQ�IXOO\�FXUHG�RU�ZHW�FRQFUHWH� IORRU�FDQ� UHVXOW� LQPROG�JURZWK��ZKLFK�LV�QRW�QRWLFHG�XQWLO�ZHHNV�ODWHU����,PSURSHUO\�LQVWDOOHG�ZLQGRZ�IODVKLQJ�FDQUHVXOW� LQ�UDLQZDWHU� OHDNDJH�QRW�HYLGHQW� WR�&$5�($5�LQVXUHGV� IRU�ZHHNV�� � ,PSURSHUO\�VSHFLILHGJOXH�XVHG� WR�ERQG�D� ILQLVKHG� IORRU� WR�D� VXE� IORRU�FDQ� UHVXOW� LQ�PROG�JURZWK�RYHU� WLPH� LI�ZDWHUEHFRPHV�WUDSSHG�EHWZHHQ�VXUIDFHV���)LQDOO\��ZDWHU�XVHG�WR�ILJKW�ILUHV�LI�QRW�SURSHUO\�DQG�TXLFNO\UHPRYHG�FDQ�VHW�WKH�VWDJH�IRU�PROG�JURZWK�
$OO�SDUWLHV�LQVXUHG�XQGHU�WKH�&$5�($5�SROLF\�KDYH�D�UROH�WR�SOD\�LQ�PLQLPL]LQJ�PROG�ORVVHV�

� 2ZQHUV��DUFKLWHFWV��FRQWUDFWRUV�DQG�LQVXUHUV�ZRUNLQJ� WRJHWKHU�FDQ�VXFFHVVIXOO\� UHSDLU�RUUHSODFH�ZDWHU�GDPDJHG�SURSHUW\� LQ�DQ�HQYLURQPHQW�ZKHUH�PROG�JURZWK� LV�QRW�H[SHFWHGRU��DW�PLQLPXP��FRQWUROOHG�� $UFKLWHFWV� FDQ� GHVLJQ� EXLOGLQJV� DQG� V\VWHPV� IRU� H[SHFWHG� ORFDO� FOLPDWH� DQG� UDLQIDOOFRQGLWLRQV�� 3ULPH�FRQWUDFWRUV�DQG�WKHLU�VXEFRQWUDFWRUV�VKRXOG�KDYH�ZDWHU�GDPDJH�UHPHGLDWLRQ�DFWLRQSODQV�� 2ZQHUV� VKRXOG� KDYH� WKHLU� RZQ� ZDWHU� GDPDJH� UHPHGLDWLRQ� SODQV� UHDG\� IRU� ZKHQ� WKHEXLOGLQJ�LV�WXUQHG�RYHU�DQG�SXW�LQ�WR�XVH�� ,QVXUHUV�VKRXOG�KDYH�NQRZOHGJHDEOH�XQGHUZULWHUV�� ORVV�SUHYHQWLRQ�HQJLQHHUV�DQG�FODLPVVWDII�VHW�XS�WR�ZRUN�DV�D�WHDP�ZKHQ�QHHGHG�
5HFDOOLQJ�WKDW�PROG�QHHGV�RQO\�������KRXUV�WR�JURZ��LPPHGLDWH�QRWLILFDWLRQ�RI�D�SRWHQWLDO�FODLPVKRXOG� EH� PDGH� WR� LQVXUHUV�� ,QGHHG�� D� VWDQGDUG� &$5� SROLF\� SODFHV� WKH� UHVSRQVLELOLW\� RQ� WKHLQVXUHG�WR�UHSRUW�FODLPV�¦DV�VRRQ�DV�SUDFWLFDEOH§���/LNHZLVH��LQVXUHUV�RQFH�QRWLILFDWLRQ�KDV�EHHQUHFHLYHG� PXVW� UHVSRQG� ZLWK� HTXDO� VZLIWQHVV�� � $V� D� SUDFWLFDO� PDWWHU�� LW� LV� LQFXPEHQW� RQ� ERWKSDUWLHV� WR� DQ� LQVXUDQFH� FRQWUDFW� WR� UHVSRQG� SURPSWO\� RWKHUZLVH� PROG� LQIHVWDWLRQ� ZLOO� EH� DFHUWDLQW\�



�

,Q�DGGLWLRQ�WR�DFFHVVLQJ�ZDWHU�GDPDJH�H[SRVXUHV��DQ�XQGHUZULWLQJ�HYDOXDWLRQ�RI�WKH�FRQVWUXFWLRQVFKHGXOH��XQGHUVWDQGLQJ�ORFDO�FOLPDWH�DQG�VHDVRQDO�SHDN�H[SRVXUH�SHULRGV��KXUULFDQH��VQRZPHOW�UDLQ��� DQG� LGHQWLI\LQJ� IDVW� WUDFN� ZRUN� ZLOO� KHOS� LQVXUHUV� WR� PDQDJH� WKH� PROG� ULVN�� � � 0ROGUHPHGLDWLRQ�ZRUN�LQ�WKH�86�FDQ�FRVW�IURP������IW�VT�XS�WR��������IW�VT�RU�PRUH�LI�FRQWDLQPHQWPHDVXUHV�DUH�UHTXLUHG�� �&OHDUO\�86�LQVXUHUV�DUH� ILQDQFLDOO\�PRWLYDWHG� WR�PLQLPL]H�RU�HOLPLQDWHWKH� ULVN�RI�PROG�� �$W� WKH�H[WUHPH�� UHPHGLDWLRQ�FRVWV�FDQ�H[FHHG� WKH�QHZ�UHSODFHPHQW�EXLOGLQJFRVW���7KH�UHDVRQV�IRU�WKLV�DUH�PDQLIROG���)LUVW�RI�DOO��FOHDQ�XS�RI�DUHDV�ZKHUH�PROG�KDV�EORVVRPHGLV�PXFK�PRUH�WKDQ�VLPSOH�GU\LQJ�DQG�ZLSLQJ�XS�� �2QFH� WKH�H[WHQW�RI�¦GDPDJH§� LV�GHWHUPLQHG�UHPRYDO� DQG� UHSODFHPHQW� RI� WKH� GDPDJHG� SURSHUW\� LV� UHTXLUHG�� � 3URSHU� GLVSRVDO� RI� UHPRYHGPDWHULDO� RIWHQ� UHTXLUHV� VSHFLDO� KDQGOLQJ� WR�PHHW� ORFDO� UHJXODWLRQV�� � $OO� RI� ZKLFK� DGGV� WR� DQGH[FHHGV�RULJLQDO�FRQVWUXFWLRQ�FRVWV�
7KH� GHYHORSPHQW� RI� &$5�($5� SROLF\� ODQJXDJH� ZULWWHQ� WR� FRYHU� RU� H[FOXGH� ORVV� RU� GDPDJHFDXVHG�E\�RU�UHVXOWLQJ�IURP�PROG�LV�DW�DQ�HDUO\�VWDJH���)URP�H[SHULHQFH��&$5�XQGHUZULWHUV�KDYHOHDUQHG�WKDW�HVWDEOLVKLQJ�D�GDWH�V��RI�ORVV��HV��DQG�QXPEHU�RI�PROG�RFFXUUHQFHV�FDQ�EH�GLIILFXOW�6SHFLILF� WR� WKH�GHYHORSPHQW�RI�PROG�FRYHUDJH�RU� H[FOXVLRQ�ZRUGLQJV�� WKH�86�DSSURDFK� LV�EHVWGHVFULEHG��DW�WKLV�WLPH��DV�EHLQJ�VLPLODU�WR�WKH�GHYHORSPHQW�RI�SROOXWLRQ�ZRUGLQJV�LQ�WKH�����©V�0DQ\� SROLF\� ZRUGLQJV� RI� WKDW� WLPH� GLGQ©W� FOHDUO\� RU� FRPSOHWHO\� DGGUHVV� WKH� H[SRVXUH� RU� WKHFRYHUDJH�SURYLGHG�OHDGLQJ�WR�PDQ\�XQH[SHFWHG�FODLPV����:DWHU�GDPDJH�DQG�PROG�DUH�LQVHSDUDEOHDQG�WKHUHIRUH�SROLF\�ODQJXDJH�KDV�WR�GLUHFWO\�DGGUHVV�FRQFXUUHQW�FDXVDWLRQ�LQ�DOO�FDVHV�RWKHU�WKDQZKHQ�IXOO�SROLF\�FRYHUDJH�LV�GHVLUHG�
86�FRQVWUXFWLRQ�XQGHUZULWHUV�DUH�FDXWLRXVO\�RSWLPLVWLF�WKDW�PROG�ORVV�VHYHULW\�KDV�SHDNHG�LQ�WKHPDUNHWSODFH���9HU\�VLPSO\�LQVXUHUV�KDYH�FRQFOXGHG�WKDW�ORVV�VHYHULW\�LV�SUREOHPDWLF

x ZKHQ�LQVXUHGV�IDLO�WR�QRWLI\�WKHLU�LQVXUHU�RI�ZDWHU�GDPDJH����DQG�RU�����x ZKHQ�LQVXUHUV�IDLO�WR�GHFLVLYHO\�UHVSRQG�WR�DQ�LQVXUHG©V�ZDWHU�GDPDJH�QRWLFH
,QVXUHG�DQG�LQVXUHU�HGXFDWLRQ�DQG�DZDUHQHVV�PD\�EH�DOO� WKDW�XQGHUZULWHUV�ZLOO�QHHG� WR�PDQDJHWKH�PROG�ULVN�
0DQ\� XQGHUZULWHUV�ZKR� DUH� DZDUH� RI� WKH�PROG�IXQJXV� LVVXH� VWLOO� EHOLHYH� WKDW� WKLV� LV� DQ� LVVXH�ZKLFK� SULPDULO\� DIIHFWV� UHVLGHQWLDO� RFFXSDQFLHV�� HVSHFLDOO\� UHODWLQJ� WR� 3URSHUW\� FRYHUDJHV�� )RUH[DPSOH��D�7H[DV�FDVH�ZKHUH�D�FRXUW�GHFLVLRQ�UHVXOWHG�LQ�D�KRPHRZQHU©V�SROLF\�SD\LQJ�D�86����PLOOLRQ�PROG�FODLP�KDV� UHFHLYHG�PXFK�86�PHGLD�DWWHQWLRQ��&RPPHUFLDO�%XLOGHUV©�5LVN�DW� ILUVWZDV� FRQVLGHUHG� D� FODVV� RI� EXVLQHVV��ZKLFK� KDG� D� ORZ� OLNHOLKRRG� RI� EHLQJ� VWURQJO\� DIIHFWHG�� ,QIDFW��DV�ODWH�DV�-DQXDU\�������RQH�FRPSDQ\��ZKLFK�VSHFLDOL]HV�DV�SURGXFW�GHYHORSPHQW�UHVRXUFHIRU�SURSHUW\�FDVXDOW\�LQVXUHUV�LQ�WKH�86��LQGLFDWHG��¦WKH�FKDQFHV�RI�D�PROG�FODLP�XQGHU�D�EXLOGHUV
ULVN�SROLF\�LV�YHU\�UHPRWH§�



�

,W� GLG�� KRZHYHU�� EHFRPH� UHDGLO\� DSSDUHQW� WKDW� EXLOGHUV©� ULVNV� RI� FRPPHUFLDO�RIILFH� DQG� VLPLODURFFXSDQFLHV�DUH�DW�VLJQLILFDQW�ULVN�WR�PROG�FODLPV��,Q�IDFW��EDVHG�RQ�VRPH�LQGXVWU\�UHVHDUFK��WKHUHKDYH�EHHQ�DW� OHDVW�HLJKW�VXFK�FODLPV�LQ�WKH�8QLWHG�6WDWHV��ZKLFK�KDYH�H[FHHGHG�86�����������$OO�RI�WKHVH�FODLPV�EHJDQ�DV�ZDWHU�GDPDJH�RU�IORRG�FODLPV��EXW�HYHQWXDOO\�KDG�D�VLJQLILFDQW�PROGUHPRYDO� RU� PROG� UHPHGLDWLRQ� FRPSRQHQW� RI� WKH� ILQDO�WRWDO� FODLP� DPRXQW� � �PROG�IXQJXV� ORVVSRUWLRQ�KDV�EHHQ� DV� OLWWOH� DV�����RU� DV�PXFK�DV�QHDUO\������RI� WKH� WRWDO� ORVV� DPRXQW���7KHVHHLJKW�FODLPV�DUH� OLVWHG�LQ�VRPH�GHWDLO� LQ�$SSHQGL[�%�� �7KHLU�DYHUDJH�WRWDO�VXP�LQVXUHG��76,�� LV86�� ������������ ZLWK� WKH� DYHUDJH� FODLP� EHLQJ� 86�� ����������� � 7KHVH� UHVXOWV� LQGLFDWH� D¦EXUQLQJ�FRVW§�RI������
,W�LV�EHFRPLQJ�DSSDUHQW� WKDW� WKH�%XLOGHUV©�5LVN�PDUNHW�IRU�ZKDW� LV� WKRXJKW� WR�EH�¦YDQLOOD§�W\SH%XLOGHUV©� 5LVNV� FDQ� QR� ORQJHU� VXSSRUW� WKH� OHYHO� RI� ORVVHV�� ZKLFK� KDYH� EHHQ� RFFXUULQJ� LQ� WKHPDUNHW� GXH� WR� PROG� FODLPV�� 2QH� PDMRU� 5HLQVXUHU� LQGLFDWHG� WKDW� WKHLU� ORVV� UDWLR� IRU� WKHLU&RQVWUXFWLRQ�$OO�5LVN�SRUWIROLR�KDG�LQFUHDVHG�E\�����LQ�����������VWULFWO\�GXH�WR�WKHVH�W\SHV�RIFODLPV�
,W� LV� LPSRUWDQW� WR�QRWH� WKH�RFFXSDQF\� DQG� ORFDWLRQ�RI� VRPH�RI� WKHVH� ODUJHU� FODLPV�� ,QFOXGHG� LQWKHVH� ORVVHV� DUH� FRQVWUXFWLRQ� SURMHFWV� RI� VFKRRO� 	� XQLYHUVLW\� EXLOGLQJV�� RIILFH� EXLOGLQJV�� DQGUHVLGHQWLDO� KRXVLQJ��:KLOH�PRVW� ORVVHV� KDYH� RFFXUUHG� LQ� VRXWKHUQ� DQG� FRDVWDO� DUHDV� NQRZQ� WRKDYH� FRQGLWLRQV� FRQGXFLYH� WR� PROG� JURZWK� �WHPSHUDWXUH� DQG� KXPLGLW\��� VHYHUDO� ORVVHV� KDYHRFFXUUHG�LQ�QRUWKHDVWHUQ�86�DV�ZHOO�
0RVW�DUH�FODLPV�IRU�3URSHUW\�'DPDJH��EXW�DW�OHDVW�KDOI�RI�WKHVH�FODLPV�LQYROYH�VRPH�SRWHQWLDO�IRUDGGLWLRQDO�UHFRYHU\�XQGHU�7LPH�(OHPHQW�FRYHUDJHV��$GYDQFHG�/RVV�RI�3URILW��'HOD\�LQ�6WDUW�XS�RU�/RVV�RI�5HQWV��
:KDW�FDQ�DQ�(QJLQHHULQJ�LQVXUHU�GR�WR�PDQDJH�PROG�H[SRVXUH"
$V�ZLWK�DQ\�H[SRVXUH��XQGHUZULWHUV�KDYH�D�QXPEHU�RI�DSSURDFKHV�DQG�WRROV� WR�GHDO�ZLWK�PROG�)LUVW�� SROLF\�ZRUGLQJ� FDQ� EH� FRQILJXUHG� WR� H[FOXGH�� OLPLW� RU� GHILQH�PROG� FRYHUDJH�� � 7KH� ULVNVZULWWHQ� XQGHU� &$5� SROLFLHV� ZKHUH� H[SRVXUH� WR� PROG� LV� D� SRWHQWLDO� KDV� DOVR� EHHQ� WRXFKHG�6HFRQGO\�� ORVV� SUHYHQWLRQ� DQG� FODLPV� KDQGOLQJ� DUH� DOVR� LPSRUWDQW� FRPSRQHQWV� RI� VXFFHVVIXOXQGHUZULWLQJ�� � :KDW� WKHQ�� DUH� WKH� LVVXHV� DVVRFLDWHG� ZLWK� ORVV� SUHYHQWLRQ� DQG� FODLPVPLQLPL]DWLRQ"� � $V� SUHYLRXVO\� PHQWLRQHG�� FHUWDLQ� SURMHFWV� KDYH� PD\� KDYH� LQFUHDVHG� H[SRVXUHJLYHQ� WKHLU� GHVLJQ�� FRQVWUXFWLRQ� DQG� ORFDWLRQ�� � 2QFH� D� ORVV� HYHQW� RFFXUV�� UDSLG� UHVSRQVH� DQGUHSRUWLQJ�E\�LQVXUHGV��DV�UHTXLUHG�E\�SROLF\�WHUPV��LV�DQ�DEVROXWH�QHFHVVLW\�� �.HHS�LQ�PLQG�WKH������KRXU�ZLQGRZ�RI�RSSRUWXQLW\�WR�FRQWDLQ�PROG�JURZWK���%DVHG�XSRQ�86�H[SHULHQFH��([KLELW&�SUHVHQWV�D�YDULHW\�RI�SRLQWV�WR�FRQVLGHU�LQ�GLVFRYHULQJ��LGHQWLI\LQJ�DQG�GHDOLQJ�ZLWK�PROG���$VDQ�LQVXUDQFH�LVVXH��IRU�(QJLQHHULQJ�DV�ZHOO�DV�3URSHUW\���WKHVH�ORVV�SUHYHQWLRQ�DQG�ORVV�UHGXFWLRQSRLQWV� SOD\� D� VLJQLILFDQW� UROH� LQ� VXFFHVVIXOO\� GHDOLQJ�ZLWK�PROG�� � 7KHVH� DUH� SUDFWLFDO�PDWWHUV�ZKLFK�FDQ�EH�HDVLO\�DGRSWHG�E\�ERWK�LQVXUHGV�DQG�LQVXUHUV�ZLWK�PHDVXUDEOH�SRVLWLYH�UHVXOWV�



�

7R� FRQFOXGH�� PROG� LV� D� QDWXUDO� SKHQRPHQRQ� WKDW� KDV� EHHQ� DURXQG� IRU� D� ORQJ� WLPH�� � $V� DQLQVXUDQFH�LVVXH��VSHFLILFDOO\�DV�D�FRQFHUQ�IRU�(QJLQHHULQJ�XQGHUZULWHUV��LW�KDV�UHFHQWO\�WDNHQ�RQ�DKLJKHU�SURILOH�DV�VHHQ� LQ� WKH�86�FODLPV�H[SHULHQFH�� �7KH�SUREOHP� LV�DJJUDYDWHG�E\� WKH� ODFN�RIZLGHO\�DFFHSWHG�VWDQGDUGV��EXW�XQGHUZULWHUV�DUH�QRW�ZLWKRXW� WRROV� WR�GHDO�ZLWK�WKH� LVVXH�� �2QFHWKH� H[SRVXUH� LV� FOHDUO\� XQGHUVWRRG� �DQG� RQH� FRXOG� VLPSO\� XVH� WKH� WHUP� ¦ZDWHU§��� FOHDU� SROLF\ZRUGLQJ�FDQ�EH�GUDIWHG�WR�LQGLFDWH�WKH�XQGHUZULWHU©V�LQWHQW���&RXSOHG�ZLWK�DFWLYH�ORVV�SUHYHQWLRQDQG� FODLPV� PDQDJHPHQW�� DQ� XQGHUZULWHU� VKRXOG� EH� DEOH� WR� VXFFHVVIXOO\� PDQDJH� WKH� PROGH[SRVXUH�
0D\���������
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([KLELW�$86�&RQVWUXFWLRQ�)RUHFDVW6RXUFH��):�'RGJH���&RQWUDFW�$ZDUGV)RUHFDVW�������LQ�86��PLO�
'HVFULSWLRQ &RQWUDFW�$ZDUGV ��RI�7RWDO$ZDUGV7RWDO�&RQVWUXFWLRQ ��������

7RWDO�5HVLGHQWLDO ��������6LQJOH�)DPLO\ �������� ���0XOWL�)DPLO\ ��������� ��
7RWDO�1RQ�5HVLGHQWLDO ��������2IILFHV+RWHOV6WRUHV�6KRSSLQJ�&HQWHU(GXFDWLRQDO�%XLOGLQJV+HDOWKFDUH�)DFLOLWLHV

����������������������������������������������
���
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(;+,%,7�%
&RXUVH�RI�&RQVWUXFWLRQ�&ODLPV6800$5<�(LJKW��%XLOGHU©V�5LVN�&ODLPV�H[FHHGLQJ������������86'�LQ�FKURQRORJLFDO�RUGHU/RFDWLRQ� :HVW�&RDVW�863URMHFW�9DOXH� ��������������86'2FFXSDQF\� ���6WRU\��6WHHO�)UDPH�2IILFH%XLOGLQJ'HVFULSWLRQ�RI�/RVV� +HDY\�5DLQ/RVV�'DWH� (DUO\�����

&/$,0����
&ODLP�$PRXQW� ������������86'

/RFDWLRQ� :HVW�&RDVW�863URMHFW�9DOXH� �������������86'2FFXSDQF\� ���6WRU\��6WHHO�)UDPH�2IILFH%XLOGLQJ'HVFULSWLRQ�RI�/RVV� +HDY\�5DLQ/RVV�'DWH� (DUO\�����
&/$,0����

&ODLP�$PRXQW� ������������� 86'
/RFDWLRQ� :HVW�&RDVW�863URMHFW�9DOXH� �������������86'2FFXSDQF\� ��6WRU\��&RQFUHWH�DQG�6WHHO5HVLGHQWLDO�%XLOGLQJ'HVFULSWLRQ�RI�/RVV� +HDY\�5DLQ��:DWHU�GDPDJHIURP�IDXOW\�LQVWDOODWLRQ�DQG�RUPDQXIDFWXULQJ�RI�VOLGLQJZLQGRZ�GRRU/RVV�'DWH� (DUO\�����

&/$,0����

&ODLP�$PRXQW� �������������������������86'



��

(;+,%,7�%��FRQW©G�
&RXUVH�RI�&RQVWUXFWLRQ�&ODLPV

/RFDWLRQ� :HVW�&RDVW�863URMHFW�9DOXH� �������������86'2FFXSDQF\� 0XOWLSOH�6WUXFWXUH��/RZ�5LVH:RRG�)UDPH�DQG�&RQFUHWH5HVLGHQWLDO�+RXVLQJ�&RPSOH['HVFULSWLRQ�RI�/RVV� :RUNPDQVKLS��0DWHULDO�RU'HVLJQ��:HW�&RQFUHWH�IORRUSRXUHG������GD\V�ODWHU�IXJXVWKURXJKRXW��QG���UG DQG��WKIORRUV���5HPRYHG�DOO�FDUSHW�FDELQHWV�DQG���IW�VKHHWURFN�/RVV�'DWH� 6XPPHU�����

&/$,0����

&ODLP�$PRXQW� �������������������������86'
/RFDWLRQ� 1RUWKHDVW�863URMHFW�9DOXH� �������������86'2FFXSDQF\� 6HQLRU�&LWL]HQ�IDFLOLW\DGGLWLRQ��EXLOGLQJ�KHLJKWV�DQGFRQVWUXFWLRQ�W\SH�XQNQRZQ'HVFULSWLRQ�RI�/RVV� 5DLQ�OHDNHG�WKURXJKWHPSRUDU\�URRI�PHPEUDQH�2YHU�PRQWKV��VKHHWURFN�PROGJURZWK�/RVV�'DWH� /DWH�����

&/$,0����

&ODLP�$PRXQW� �������������������������86'
/RFDWLRQ� 1RUWKHDVW�863URMHFW�9DOXH� ��������������86'2FFXSDQF\� ���6WRU\��6WHHO�)UDPH�2IILFH7RZHU'HVFULSWLRQ�RI�/RVV� :DWHU�'DPDJH���0ROG/RVV�'DWH� 6XPPHU�����

&/$,0����
&ODLP�$PRXQW� ���������������������������86'



��

(;+,%,7�%��FRQW©G�
&RXUVH�RI�&RQVWUXFWLRQ�&ODLPV

/RFDWLRQ� *XOI�&RDVW�863URMHFW�9DOXH� �������������86'2FFXSDQF\� ��6WRU\��0DVRQU\�DQG�6WHHO6FKRRO�%XLOGLQJ'HVFULSWLRQ�RI�/RVV� +HDY\�ZLQG�GULYHQ�UDLQ�VZHSWWKURXJK�WKH�FRPSOH[�ZKLOHXQGHU�FRQVWUXFWLRQ/RVV�'DWH� 6XPPHU�����

&/$,0����

&ODLP�$PRXQW� ������������86'
/RFDWLRQ� 6RXWKHDVW�863URMHFW�9DOXH� �������������86'2FFXSDQF\� ���6WRU\��6WHHO�)UDPH�+RWHO'HVFULSWLRQ�RI�/RVV� +HDY\�ZLQG�GULYHQ�UDLQHQWHUHG�LQWHULRU�WKURXJKSOXPELQJ�VKDIWV��RSHQ�YHQWVDQG�ZLQGRZ�RSHQLQJV�0DMRULW\�RI�EXLOGLQJ�DIIHFWHG�%XLOGLQJ�SDUWLDOO\�FRPSOHWH�/RZHU�IORRUV�KDG�GU\ZDOO�IL[WXUHV�DQG�SOXPELQJLQVWDOOHG��0DQ\�DUHDV�DIIHFWHGE\�PROG��+LJK�KXPLGLW\�DQGWHPSHUDWXUHV�DFFHOHUDWHG�WKHPROG�JURZWK�SURFHVV�/RVV�'DWH� 6XPPHU�����

&/$,0����

&ODLP�$PRXQW� ������������� 86'



��

(;+,%,7�&0ROG�$FWLRQ�3ODQV
,QVSHFWLRQ�DQG�5LVN�$VVHVVPHQW�DUH�QRW�WKH�VDPH
7KH� HPHUJHQFH� RI� PROG� DV� DQ� HQYLURQPHQWDO� LVVXH� KDV� UHVXOWHG� LQ� D� QXPEHU� RI� H[LVWLQJ�(QYLURQPHQWDO�� DQG� QHZ� FRPSDQLHV� HQWHULQJ� WKH� LQVSHFWLRQ� EXVLQHVV�� � 7KH� EDUULHU� WR� HQWU\� LVORZ�� WKHUH� DUH� QR� WUDLQLQJ� UHTXLUHPHQWV�� LQVSHFWLRQ� VWDQGDUGV�� RU� OLFHQVLQJ� SURFHVVHV� LQ� SODFH�)XUWKHUPRUH��YHU\�OLWWOH�FDSLWDO�LQYHVWPHQW�LV�UHTXLUHG�WR�JHW�LQWR�WKH�EXVLQHVV���,Q�FRQWUDVW��YHU\IHZ� FRPSDQLHV� DUH� SHUIRUPLQJ� DQ� ¦LQVXUDQFH� VW\OH§� ULVN� DVVHVVPHQW� EHFDXVH� PRVW� LQVXUDQFHFRPSDQLHV� DUH� H[FOXGLQJ� PROG� UDWKHU� WKDQ� FRYHULQJ� LW�� � $V� D� JHQHUDOL]DWLRQ�� DQ� LQVSHFWLRQ� LVIRFXVHG�RQ�ILQGLQJ�PROG�DV�D�UHVXOW�RI�D�FOLHQW�FRPSODLQW�RU�FRQFHUQ��ZKHUHDV��D�ULVN�DVVHVVPHQWVHHNV�WR�QRW�RQO\�ILQG�H[LVWLQJ�FRQGLWLRQV�EXW�DVVHVV�WKH�SUREDELOLW\�WKDW�WKH�IDFLOLW\�PD\�GHYHORSPROG�LQ�WKH�IXWXUH�,QVSHFWLRQ�¤�/RRNLQJ�IRU�(YLGHQFH�RI�0ROG
$� W\SLFDO�PROG� LQVSHFWLRQ� LV� IRFXVHG� RQ� GHWHFWLQJ� YLVLEOH� JURZWK�� ILQGLQJ� HYLGHQFH� RI� SDVW� RUSUHVHQW�ZDWHU�GDPDJH��DQG�LQWHUYLHZLQJ�RFFXSDQWV�UHODWLYH�WR�RGRUV�RU�RWKHU�FRPSODLQWV�



��

*URZLQJ�IXQJL�ZLOO�UHOHDVH�YRODWLOH�RUJDQLF�FKHPLFDOV��92&V��SURGXFLQJ�D�FKDUDFWHULVWLF�PXVW\RGRU�� � +RZHYHU�� IXQJL� DUH� QRW� WKH� RQO\� VRXUFH� RI� PXVW\� RGRUV� DQG� WKH� SURGXFWLRQ� RI�92&VFKDQJHV� DV� WKH� JURZWK� UDWH� FKDQJHV� DQG� ZLOO� HYHQWXDOO\� VWRS�� � +HQFH�� RGRU� DORQH� LV� QRW� DQLQGLFDWLRQ�RI�WKH�SUHVHQFH�RI�PROG���7KH�PRVW�FRPPRQ�DSSURDFK�LV�WR�ORRN�IRU�HYLGHQFH�RI�SDVWRU�SUHVHQW�ZDWHU�LQWUXVLRQ��WKHQ�D�SK\VLFDO�H[DPLQDWLRQ�RI�WKH�EXLOGLQJ�ORRNLQJ�IRU�YLVLEOH�PROG�7KLV�PD\�UHTXLUH� UHPRYDO�RI� FHLOLQJ� WLOHV�� FXWWLQJ�YLHZ�SRUWV� LQ�ZDOOV�� DQG� UHPRYDO�RI� IORRU�RUZDOO�FRYHULQJV�
0DQ\�LQVSHFWLRQ�FRPSDQLHV�ZLOO�DOVR�WDNH�DLU�VDPSOHV��YDFXXP�GHEULV�IURP�UXJV��DQG�RU�GR�VZDEVDPSOHV���7KHVH�VDPSOHV�ZLOO�WKHQ�JR�WR�D�ODE�ZKHUH�WKHVH�VDPSOHV�ZLOO�EH�SXW�LQ�D�PHGLXP�WR�WU\WR�JURZ�PROG�ZKHUH�WKH�QXPEHU�RI�¦FRORQ\�IRUPLQJ�XQLWV§�DQG�VSHFLH�ZLOO�EH�GHWHUPLQHG���7KHVHWHVWV� DUH� H[SHQVLYH� DQG� JHQHUDOO\� DUH� QRW� UHTXLUHG� EHFDXVH� WKHUH� DUH� QR� VWDQGDUGV� IRU� DQDFFHSWDEOH�QXPEHU�RI�FRORQ\�IRUPLQJ�XQLWV�QRU�LV�WKHUH�VFLHQWLILF�DJUHHPHQW�RQ�ZKDW�LV�¦JRRG§�RU¦EDG§�PROG���,Q�WKH�86��PDQ\�VWDWH�DQG�IHGHUDO�DJHQFLHV�KDYH�WDNHQ�WKH�SRVLWLRQ�WKDW� WHVWLQJ�LVQRW�UHTXLUHG��WKH�UHFRPPHQGDWLRQ�LV�¦LI�\RX�ILQG�PROG��UHPRYH�LW§�$VVHVVLQJ�WKH�5LVN�RI�D�0ROG�,QFLGHQW�2FFXUULQJ
,QVXUDQFH�FRPSDQLHV�IUHTXHQWO\�SHUIRUP�ULVN�DVVHVVPHQWV�SULRU�WR�ELQGLQJ�DQ�LQVXUDQFH�SROLF\�LIWKH� ULVN� LV� VLWH� VSHFLILF� DQG� FDQQRW� EH� FKDUDFWHUL]HG� XVLQJ� DFWXDULDO� GDWD�� �0ROG� IDOOV� LQWR� WKLVFDWHJRU\��WKH�ULVN�LV�HQWLUHO\�D�IXQFWLRQ�RI�WKH�FRQGLWLRQ�RI�WKH�IDFLOLW\��LWV�EDVLF�GHVLJQ��DQG�KRZ�LWLV�PDLQWDLQHG���7KH�ULVN�DVVHVVPHQW�ZLOO�SHUIRUP�VRPH�DPRXQW�RI�WKH�SK\VLFDO�LQVSHFWLRQV��ZLOOQRW�LQFOXGH�ODE�WHVWLQJ��DQG�ZLOO�IRFXV�PRUH�RQ�WKH�IDFLOLW\�DQG�SURFHVVHV�
5HPHGLDWLRQ
6WDQGDUGV�DQG�5HJXODWLRQV
&XUUHQWO\� WKHUH� DUH� QR� �VWDWH� RU� IHGHUDO�� VWDQGDUGV� RU� UHJXODWLRQV� UHJDUGLQJ�PROG� UHPHGLDWLRQ�)XUWKHUPRUH�� WKHUH� LV�QR� OLFHQVLQJ�SURFHVV� IRU�FRQWUDFWRUV�DQG�YHQGRUV�RI� UHPHGLDWLRQ�VHUYLFHV�6LQFH�LPSURSHU�UHPHGLDWLRQ�FDQ�IUHTXHQWO\�WXUQ�D�VPDOO�SUREOHP�LQWR�D�ODUJHU�RQH��WKLV�LV�DQ�DUHDRI�FRQFHUQ���0RVW�UHSXWDEOH�YHQGRUV�ZLOO�KDYH�OLDELOLW\�LQVXUDQFH�DQG�IROORZ�RQH�RI�WKH�SURWRFROVOLVWHG�EHORZ�� �/LDELOLW\�FRYHUDJH�IRU�PROG�UHPHGLDWRUV� LV�QRW�HDV\� WR�JHW�DQG� LQVXUDQFH�FDUULHUVUHTXLUH� WKH� FRPSDQLHV� LV� WR� PHHW� ULJLG� FULWHULRQ� IRU� DFFHSWDQFH� �ZKLFK�� LQ� D� ZD\�� LV� GH� IDFWRFHUWLILFDWLRQ��



��

*HQHUDOO\�$FFHSWHG�3URWRFROV
5HSXWDEOH�UHPHGLDWRUV�XVXDOO\�IROORZ�RQH�RU�PRUH�RI�WKH�IROORZLQJ�JXLGHOLQHV�

�� 1HZ�<RUN�&LW\�'HSDUWPHQW�RI�+HDOWK���¦*XLGHOLQHV�RQ�$VVHVVPHQW�DQG�5HPHGLDWLRQ�RI)XQJL�LQ�,QGRRU�(QYLURQPHQWV�§�KWWS���ZZZ�Q\F�JRY�KWPO�GRK�KWPO�HSL�PROGUSW��KWPO�� 86�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��86(3$��¦0ROG�5HPHGLDWLRQ�LQ�6FKRROV�DQG&RPPHUFLDO�%XLOGLQJV�§��(3$�����.��������KWWS���ZZZ�HSD�JRY�LDT�PROGV�LQGH[�KWPO7KHVH�JXLGHOLQHV�VSHFLI\�KRZ�WKH�UHPHGLDWLRQLV�GRQH�DQG�ZKDW�VDIHW\�SURFHGXUH�PXVW�EH�IROORZHG�
0ROG�UHPHGLDWLRQ�XVXDOO\� UHTXLUHV�ERWK�UHPRYDO�DQG�DEDWHPHQW�� �7KH�ILUVW�VWHS� LV� WR�GHWHUPLQHWKH�H[WHQW�RI�LQIHVWDWLRQ�DQG�WKHQ�GHYHORS�D�UHPHGLDWLRQ�SODQ��XVLQJ�DSSURSULDWH�JXLGHOLQHV��7KHOHYHO�RI� LQIHVWDWLRQ�GHWHUPLQHV�WKH�UHPRYDO�SURFHVV�DQG�H[WHQW�RI�SHUVRQQHO�SURWHFWLRQ�� �3RURXVPDWHULDOV�� WH[WLOHV�� DQG� SDSHU� SURGXFWV� DUH� QRW� HDVLO\� FOHDQHG� RI� PLFURELDO� FRQWDPLQDWLRQ�WKHUHIRUH��LW�LV�RIWHQ�OHVV�H[SHQVLYH�DQG�PRUH�HIIHFWLYH�WR�UHPRYH�DQG�GLVFDUG�WKH�FRQWDPLQDWHGLWHP�RU�PDWHULDO��H�J���GU\ZDOO��FDUSHW��HWF����1RQ�SRURXV�PDWHULDOV�PD\�EH�WUHDWHG�ZLWK�D�ELRFLGHDQG�FOHDQHG���&DXWLRQ�PXVW�EH�XVHG�ZLWK�ELRFLGHV���7KH\�PXVW�EH�UHPRYHG�DIWHU�XVH�EHFDXVH�WKH\DUH�WR[LF�WR�KXPDQV�DQG�DQLPDOV�DQG�FDQ�GDPDJH�PDWHULDOV���)XUWKHUPRUH��DOO�GHDG�PROG�PXVW�EHUHPRYHG�VLQFH�LW�KDV�WKH�VDPH�SRWHQWLDO�IRU�KHDOWK�LPSDFW�DV�OLYH�PROG���7KH�ODVW�VWHS�LV�FOHDUDQFHWHVWLQJ�ZKLFK�LV�WR�GHWHUPLQH�LI�MRE�LV�FRPSOHWH�DQG�WR�FKHFN�IRU�VSUHDG�RI�VSRUHV�WR�RWKHU�DUHDVZLWKLQ�WKH�IDFLOLW\�

5HVSLUDWRUV�DUH�UHTXLUHG�IRU�DOO�EXW�PLQRU�MREV�� �:RUN�VLWH�FRQWDLQPHQW� LV�XVXDOO\� UHTXLUHG�LQ�DPDQQHU�VLPLODU�WR�DVEHVWRV�UHPRYDO���+RZHYHU��PROG�FRQWDPLQDWHG�PDWHULDOV�FDQ�EH�EDJJHG�DQGGLVSRVDO�XVXDOO\�SHUPLWWHG�DW�D�UHJXODU�ODQGILOO�
/RVV�3UHYHQWLRQ

http://www.epa.gov/iaq/molds/index.html
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7KH�0ROG�7ULDG
0ROG�VSRUHV�DUH�HYHU\ZKHUH���7KLV�LV�ZK\�PHDVXUHPHQW�RI�PROG�VSRUHV�LQ�WKH�DLU�RU�RQ�VXUIDFHVLV�H[SHQVLYH�DQG�XQQHFHVVDU\�� �6LQFH�PROG�VSRUHV�FDQQRW�EH�HOLPLQDWHG�� WKHQ� WKH\�PXVW�QRW�EHDOORZHG�WR�JURZ�LQWR�DQ�DFWLYH�PROG�FRORQ\�� �&RORQ\�IRUPDWLRQ�UHTXLUHV�D�QXWULHQW�� WKH�FRUUHFWWHPSHUDWXUH�� DQG� PRLVWXUH�� � 1XWULHQWV� DUH� DQ\WKLQJ� RUJDQLF�� LQFOXGLQJ� PRVW� RI� WKH� PDWHULDOVFRQWDLQHG�ZLWKLQ�D� IDFLOLW\�� �7KH� FRUUHFW� WHPSHUDWXUH� IRU�PROG�JURZWK� LV� WKH� VDPH� UHTXLUHG� IRUKXPDQ� KDELWDWLRQ�� � +HQFH�� WKH� QXWULHQWV� DQG� WKHUPDO� HQYLURQPHQW� FDQQRW� EH� HOLPLQDWHG�7KHUHIRUH��\RX�PXVW�FRQWURO�PRLVWXUH�WR�FRQWURO�PROG�

0ROG�/RVV�3UHYHQWLRQ�3ODQ��0/33�
$V�PROG�KDV�EHFRPH�DQ�DFNQRZOHGJHG� LVVXH�� DVWXWH� ULVN�PDQDJHUV�KDYH�GHYHORSHG�0ROG�/RVV3UHYHQWLRQ� 3ODQV� �0/33��� � 7KHVH� SODQV� DUH� RIWHQ� VXEPLWWHG� WR� LQVXUHUV� DV� HYLGHQFH� RI� D� ULVNPDQDJHPHQW� VWUDWHJ\�� � 7KH�0/33� LV� EXLOW� DURXQG� FRQWUROOLQJ�PRLVWXUH�� �0RLVWXUH� FDQ� EH� WKHUHVXOW�RI�EXLOGLQJ�RU�V\VWHP�GHVLJQ�GHIHFW�RU�GHWHULRUDWLRQ��LPSURSHU�RSHUDWLRQ�RU�LQVWDOODWLRQ�RIWKH�+9$&�V\VWHPV��ZDWHU�LQFXUVLRQ�WKURXJK�WKH�EXLOGLQJ�HQYHORSH��ZDWHU�UHOHDVHV�IURP�OHDNV�RUPDMRU� IDLOXUHV� RI� SOXPELQJ� RU� VSULQNOHU� V\VWHPV�� RU� LPSURSHU� FXVWRGLDO� SUDFWLFHV�� � 3URFHGXUHVQHHG�WR�EH�LQ�SODFH�WR�GHDO�ZLWK�HDFK�RI�WKHVH�SRVVLELOLWLHV���)XUWKHUPRUH��WKHVH�SURFHGXUHV�VKRXOGEH�GRFXPHQWHG��DQG�D�V\VWHP�XVHG�WR�PDQDJH��WUDFN��DQG�UHFRUG�DOO�DFWLYLWLHV���7KH�EDVLF�HOHPHQWVRI�D�0/33�DUH�

9 $Q�HPHUJHQF\�ZDWHU�UHOHDVH�UHVSRQVH�SODQ9 $�SHULRGLF�DQG�FRQWLQXRXV�LQVSHFWLRQ�SURJUDP9 $�SURDFWLYH�SUHYHQWDWLYH�PDLQWHQDQFH��30��SODQ9 +9$&�GHVLJQ�DQG�RSHUDWLRQ�IRU�PRLVWXUH�FRQWURO9 :DWHU�DQG�PRLVWXUH�VHQVLWLYH�FXVWRGLDO�SURFHGXUHV9 $ZDUHQHVV�WUDLQLQJ�IRU�WKH�EXLOGLQJ�RFFXSDQWV�DQG�IDFLOLW\�PDLQWHQDQFH�VWDII
,W� LV�XVXDOO\� DGYLVDEOH� WR�KDYH� DQ�RSHQ� FRQWUDFW�ZLWK� D�SURIHVVLRQDO�ZDWHU� UHPHGLDWLRQ�YHQGRU�$OWKRXJK� LQ�KRXVH� PDLQWHQDQFH� VWDII� FDQ� XVXDOO\� KDQGOH� VPDOO� VSLOOV�� PDMRU� ZDWHU� UHOHDVHVUHTXLUH�VSHFLDOL]HG�HTXLSPHQW���0DQ\�ODUJH�PROG�ORVVHV�KDYH�EHHQ�WKH�UHVXOW�RI�WKH�FOLHQW�WU\LQJWR� UHPRYH� ZDWHU� ZLWKRXW� DGHTXDWH� UHVRXUFHV�� � 3HULRGLFDOO\�� PDLQWHQDQFH� VXSHUYLVLRQ� VKRXOG¦ZDON§� WKH� IDFLOLW\� ORRNLQJ� IRU� HYLGHQFH� RI� SDVW� RU� FXUUHQW�ZDWHU� LQFXUVLRQV�� � 2Q� DQ� RQ�JRLQJ

7HPSHUDWXUH
)RRG 00RRLLVVWWXXUUHH
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EDVLV�� WKH�FXVWRGLDO� VWDII� VKRXOG�EH� WUDLQHG� WR� ORRN� IRU�SUREOHPV� DV� WKH\� JR� DERXW� WKHLU� UHJXODUWDVNV���$�JRRG�3UHYHQWDWLYH�0DLQWHQDQFH�SODQ�LV�HVVHQWLDO�IRU�VXFFHVV��IDFLOLWLHV�WKDW�XVH�D�¦IL[�LWZKHQ�LW�EUHDNV§�DSSURDFK�WR�PDLQWHQDQFH�DUH�XVXDOO\�KLJK�ULVN�IRU�KDYLQJ�PROG�SUREOHPV���7KH+9$&�V\VWHP�QHHGV�WR�EH�GHVLJQHG�WR�FRQWURO�PRLVWXUH�LQ�DGGLWLRQ�WR�WHPSHUDWXUH���7KLV�PHDQVWKH� LQFRUSRUDWLRQ�RI�GU\HUV� LQ�PRLVW� FOLPDWHV� DQG� UXQQLQJ� V\VWHPV� URXQG� WKH� FORFN� HYHQ�ZKHQEXLOGLQJV� DUH� QRW� RFFXSLHG�� � &XVWRGLDO� SURFHGXUHV� VKRXOG� EH� GHVLJQHG� WR� UHPRYH� DOO� RI� WKHPRLVWXUH� XVHG� LQ� FOHDQLQJ�� � )RU� H[DPSOH�� XVH� KLJK� H[WUDFWLRQ� YDFXXPV� WR� UHPRYH�ZDWHU� DIWHUFOHDQLQJ� FDUSHW�� �7UDLQLQJ� DQG� FRPPXQLFDWLRQ�ZLWK� DOO� RI� WKH�EXLOGLQJ� RFFXSDQWV� LV� LPSRUWDQW�7KH\�VKRXOG�EH�HQFRXUDJHG�WR�UHSRUW�DQ\�FRQGLWLRQV�WKDW�FRXOG�FDXVH�PROG�
7KH�JHQHUDO�SKLORVRSK\�RI�D�0/33�LV�WR�ILQG�D�ZDWHU�SUREOHP�DQG�UHPHGLDWH�LW�EHIRUH�LW�EHFRPHVPROG��DQG�WR�ILQG�D�VPDOO�PROG�SUREOHP�DQG�UHPHGLDWH�LW�EHIRUH�LW�EHFRPHV�D�ELJ�PROG�SUREOHP�0ROG�LV�QRW�D�IRUWXLWRXV�HYHQW�WKDW�LV�RXW�RI�WKH�FRQWURO�RI�WKH�LQVXUHG���:LWK�SURSHU�HQJLQHHULQJDQG�PDQDJHPHQW�LW�LV�D�SRWHQWLDO�ORVV�WKDW�FDQ�EH�SUHYHQWHG��RU�DW�WKH�OHDVW��JUHDWO\�PLWLJDWHG�E\WKH�LQVXUHG�



��

(;+,%,7�'
$GGLWLRQDO�0ROG�5HVRXUFHV

7KH�IROORZLQJ�OLVW�RI�UHVRXUFHV�ZDV�WDNHQ�IURP�WKH�YDULRXV�JRYHUQPHQW�DQG�SULYDWH�VRXUFHV�LQ�WKH86�DQG�&DQDGD�
�� 8�6��(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��(3$���,QGRRU�(QYLURQPHQWV�'LYLVLRQ��,('�$Q�2IILFH�%XLOGLQJ�2FFXSDQW©V�*XLGH�WR�,$4KWWS���ZZZ�HSD�JRY�LDT�SXEV�RFFXSJG�KWPO%LRORJLFDO�&RQWDPLQDQWVKWWS���ZZZ�HSD�JRY�LDT�SXEV�ELRB��KWPO%XLOGLQJ�$LU�4XDOLW\�$FWLRQ�3ODQ��IRU�&RPPHUFLDO�%XLOGLQJV�KWWS���ZZZ�HSD�JRY�LDT�ODUJHEOGJV�DFWLRQSO�KWPO)ORRGV���)ORRGLQJKWWS���ZZZ�HSD�JRY�LDT�SXEV�IORRG�KWPO,QGRRU�$LU�4XDOLW\��,$4��+RPH�3DJHKWWS���ZZZ�HSD�JRY�LDT,$4�LQ�/DUJH�%XLOGLQJV���&RPPHUFLDO�%XLOGLQJVKWWS���ZZZ�HSD�JRY�LDT�ODUJHEOGJV�,$4�LQ�6FKRROVKWWS���ZZZ�HSD�JRY�LDT�VFKRROV�0ROG�5HPHGLDWLRQ�LQ�6FKRROV�DQG�&RPPHUFLDO�%XLOGLQJVKWWS���ZZZ�HSD�JRY�LDT�PROGV�PROGBUHPHGLDWLRQ�KWPO0ROG�5HVRXUFHVKWWS���ZZZ�HSD�JRY�LDT�PROGV�PROGUHVRXUFHV�KWPO)RU�PRUH�VXEMHFW�VSHFLILF�OLQNV��JR�WR� ZZZ�HSD�JRY�LDT�VFKRROV�OLQNV�KWPO��RUKWWS���ZZZ�HSD�JRY�LDT�DVWKPD�OLQNV�KWPO��RU�ZZZ�HSD�JRY�LDT�PRUHLQIR�KWPO�
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�� 8�6��(3$�,$4�,QIRUPDWLRQ�&OHDULQJKRXVH��,$4,1)2�3KRQH�����������������RU���������������)D[����������������(PDLO��LDTLQIR#DRO�FRP,QGRRU�DLU�UHODWHG�GRFXPHQWV��DQVZHUV�WR�,QGRRU�$LU�4XDOLW\��,$4��TXHVWLRQV��PDLQWDLQVOLVWLQJ�RI�VWDWH�,$4�FRQWDFWV��DQG�UHJLRQDO�(3$�FRQWDFWV�� $PHULFDQ�,QGXVWULDO�+\JLHQH�$VVRFLDWLRQ��$,+$����������������KWWS���ZZZ�DLKD�RUJ,QIRUPDWLRQ�RQ�LQGXVWULDO�K\JLHQH�DQG�LQGRRU�DLU�TXDOLW\�LVVXHV�LQFOXGLQJ�PROG�KD]DUGVDQG�OHJDO�LVVXHV�� $PHULFDQ�6RFLHW\�RI�+HDWLQJ��5HIULJHUDWLQJ��DQG�$LU�&RQGLWLRQLQJ�(QJLQHHUV��,QF��$6+5$(����������������KWWS���ZZZ�DVKUDH�RUJ,QIRUPDWLRQ�RQ�HQJLQHHULQJ�LVVXHV�DQG�LQGRRU�DLU�TXDOLW\�� $VVRFLDWLRQ�RI�6SHFLDOLVWV�LQ�&OHDQLQJ�DQG�5HVWRUDWLRQ��$6&5����������������KWWS���ZZZ�DVFU�RUJ'LVDVWHU�UHFRYHU\��ZDWHU�DQG�ILUH�GDPDJH��HPHUJHQF\�WLSV��UHIHUUDOV�WR�SURIHVVLRQDOV�� &HQWHUV�IRU�'LVHDVH�&RQWURO�DQG�3UHYHQWLRQ��&'&���������������KWWS���ZZZ�FGF�JRY,QIRUPDWLRQ�RQ�KHDOWK�UHODWHG�WRSLFV�LQFOXGLQJ�DVWKPD��PROGV�LQ�WKH�HQYLURQPHQW��DQGRFFXSDWLRQDO�KHDOWK�� +HDOWK�&DQDGD��+HDOWK�3URWHFWLRQ�%UDQFK��/DERUDWRU\�&HQWUH�IRU�'LVHDVH�&RQWURO��2IILFHRI�%LRVDIHW\��������������KWWS���ZZZ�KF�VF�JF�FD�PDLQ�OFGF�ZHE�ELRVDIW\�PVGV�LQGH[�KWPO0DWHULDO�6DIHW\�'DWD�6KHHWV�ZLWK�KHDOWK�DQG�VDIHW\�LQIRUPDWLRQ�RQ�LQIHFWLRXVPLFURRUJDQLVPV��LQFOXGLQJ�$VSHUJLOOXV�DQG�RWKHU�PROGV�DQG�DLUERUQH�ELRORJLFDOV�� ,QWHUQDWLRQDO�6RFLHW\�RI�&OHDQLQJ�7HFKQLFLDQV��,6&7�������:+<�,6&7���������������KWWS���ZZZ�LVFW�FRP,QIRUPDWLRQ�RQ�FOHDQLQJ��VXFK�DV�D�VWDLQ�UHPRYDO�JXLGH�IRU�FDUSHWV�� 1DWLRQDO�,QVWLWXWH�RI�%XLOGLQJ�6FLHQFHV��1,%6���������������KWWS���ZZZ�QLEV�RUJ,QIRUPDWLRQ�RQ�EXLOGLQJ�UHJXODWLRQV��VFLHQFH��DQG�WHFKQRORJ\��� 1DWLRQDO�,QVWLWXWH�IRU�2FFXSDWLRQDO�6DIHW\�DQG�+HDOWK��1,26+����������1,26+���������������KWWS���ZZZ�FGF�JRY�QLRVK+HDOWK�DQG�VDIHW\�LQIRUPDWLRQ�ZLWK�D�ZRUNSODFH�RULHQWDWLRQ
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��� 1HZ�<RUN�'HSDUWPHQW�RI�+HDOWK�%XUHDX�RI�(QYLURQPHQWDO�DQG�2FFXSDWLRQDO�'LVHDVH�(SLGHPLRORJ\��������������KWWS���ZZZ�FL�Q\F�Q\�XV�KWPO�GRK�KWPO�HSL�PROGUSW��KWPO*XLGHOLQHV�RQ�$VVHVVPHQW�DQG�5HPHGLDWLRQ�RI�)XQJL�LQ�,QGRRU�(QYLURQPHQW��� 2FFXSDWLRQDO�6DIHW\�	�+HDOWK�$GPLQLVWUDWLRQ��26+$�����������26+$���������������KWWS���ZZZ�RVKD�JRY,QIRUPDWLRQ�RQ�ZRUNHU�VDIHW\��LQFOXGLQJ�WRSLFV�VXFK�DV�UHVSLUDWRU�XVH�DQG�VDIHW\�LQ�WKHZRUNSODFH��� 6KHHW�0HWDO�	�$LU�&RQGLWLRQLQJ�&RQWUDFWRUV©�1DWLRQDO�$VVRFLDWLRQ��60$&1$���������������KWWS���ZZZ�VPDFQD�RUJ7HFKQLFDO�LQIRUPDWLRQ�RQ�WRSLFV�VXFK�DV�DLU�FRQGLWLRQLQJ�DQG�DLU�GXFWV��� 6PLWKVRQLDQ�&HQWHU�IRU�0DWHULDOV�5HVHDUFK�DQG�(GXFDWLRQ��6&05(���������������KWWS���ZZZ�VL�HGX�VFPUH*XLGHOLQHV�IRU�FDULQJ�IRU�DQG�SUHVHUYLQJ�IXUQLWXUH�DQG�ZRRGHQ�REMHFWV��SDSHU�EDVHGPDWHULDOV��SUHVHUYDWLRQ�VWXGLHV��� :DWHU�/RVV�,QVWLWXWH��$VVRFLDWLRQ�RI�6SHFLDOLVWV�LQ�&OHDQLQJ�DQG�5HVWRUDWLRQ���������������RU���������������KWWS���ZZZ�DVFU�RUJ�ZOL�,QIRUPDWLRQ�RQ�ZDWHU�DQG�VHZDJH�GDPDJH�UHVWRUDWLRQ


	Exhibit A
	US Construction Forecast
	Source -FW Dodge:  Contract Awards
	Forecast 2003 (in US$ mil)
	Description
	Contract Awards
	% of Total Awards
	Total Construction
	$495,000
		Total Residential
	$239,000
			Single Family
	$203,000
		41%
			Multi-Family
	$  36,000
	 	  7%
		Total Non-Residential
	$159,500
			Offices
	$  20,000
	$    4,500
	$  17,400
	$  45,600
	$  17,000
	 21%
			Hotels
	$  20,000
			Stores/Shopping Center
	$  20,000
			Educational Buildings
	$  20,000
			Healthcare Facilities
	$  20,000
	EXHIBIT B
	CLAIM # 1

	Location:
	West Coast US
	Project Value:
	$ 150,000,000 USD
	Occupancy:
	25-Story, Steel Frame Office Building
	Description of Loss:
	Heavy Rain
	Loss Date:
	Early 2000
	Claim Amount:
	$ 1,500,000 USD
	CLAIM # 2
	Location:
	West Coast US
	Project Value:
	$ 40,000,000 USD
	Occupancy:
	23-Story, Steel Frame Office Building
	Description of Loss:
	Heavy Rain
	Loss Date:
	Early 2000
	Claim Amount:
	$ 1,5000,000+ USD
	Location:
	West Coast US
	Project Value:
	$ 15,000,000 USD
	Occupancy:
	8-Story, Concrete and Steel Residential Building
	Description of Loss:
	Heavy Rain, Water damage from faulty installation and/or manufacturing of sliding window/door
	Loss Date:
	Early 2000
	Claim Amount:
	$ 2,000,000 - $ 2,500,000 USD
	EXHIBIT B (cont’d)

	Location:
	West Coast US
	Project Value:
	$ 50,000,000 USD
	Occupancy:
	Multiple Structure, Low-Rise Wood Frame and Concrete Residential Housing Complex
	Description of Loss:
	Workmanship, Material or Design, Wet Concrete floor poured.  30-days later fugus throughout 2nd, 3rd and 4th floors.  Removed all carpet, cabinets and 2-ft sheetrock.
	Loss Date:
	Summer 2000
	Claim Amount:
	$ 1,250,000 - $ 1,500,000 USD
	Location:
	Northeast US
	Project Value:
	$ 40,000,000 USD
	Occupancy:
	Senior Citizen facility addition, building heights and construction type unknown
	Description of Loss:
	Rain leaked through temporary roof membrane. Over months, sheetrock mold growth.
	Loss Date:
	Late 2000
	Claim Amount:
	$ 2,500,000 - $ 3,000,000 USD
	Location:
	Northeast US
	Project Value:
	$ 400,000,000 USD
	Occupancy:
	45-Story, Steel Frame Office Tower
	Description of Loss:
	Water Damage / Mold
	Loss Date:
	Summer 2001
	Claim Amount:
	$ 15,000,000 - $ 20,000,000 USD
	EXHIBIT B (cont’d)

	Location:
	Gulf Coast US
	Project Value:
	$ 25,000,000 USD
	Occupancy:
	2-Story, Masonry and Steel School Building
	Description of Loss:
	Heavy wind driven rain swept through the complex while under construction
	Loss Date:
	Summer 2001
	Claim Amount:
	$ 4,000,000 USD
	Location:
	Southeast US
	Project Value:
	$ 80,000,000 USD
	Occupancy:
	25-Story, Steel Frame Hotel
	Description of Loss:
	Heavy wind driven rain entered interior through plumbing shafts, open vents and window openings. Majority of building affected. Building partially complete. Lower floors had drywall, fixtures and plumbing installed. Many areas affected by mold. High humidity and temperatures accelerated the mold growth process.
	Loss Date:
	Summer 2002
	Claim Amount:
	$ 15,000,000+ USD
	EXHIBIT C
	Mold Action Plans
	Inspection and Risk Assessment are not the same
	Inspection – Looking for Evidence of Mold
	Assessing the Risk of a Mold Incident Occurring

	Remediation
	Standards and Regulations

	Loss Prevention
	Mold Loss Prevention Plan (MLPP)

	EXHIBIT D
	Additional Mold Resources

