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V�3HUVRQDO�5HSUHVHQWDWLYH�DQG�3ULQFLSDO�$GYLVRU��KH�DQG�WKH�,/'�KDYH�EHHQ�UHVSRQVLEOH�IRU�LQLWLDWLQJ�DQG�KHOSLQJ�WR�SDVV�VRPH�����ODZV�DQG�UHJXODWLRQV�WKDW�KDYH�PRGHUQL]HG�3HUX¶V�HFRQRPLF�DQG�SROLWLFDO�V\VWHP��RSHQLQJ�LW�XS�WR�JUHDWHU�SDUWLFLSDWLRQ�E\�WKH�PDMRULW\���0U��GH�6RWR�GLG�KLV�SRVW�JUDGXDWH�ZRUN�DW�WKH�,QVWLWXW�8QLYHUVLWDLUH�GH�+DXWHV�(WXGHV�,QWHUQDWLRQDOHV�LQ�*HQHYD��+H�KDV�VHUYHG�DV�DQ�HFRQRPLVW�IRU�WKH�*HQHUDO�$JUHHPHQW�RQ�7DULIIV�DQG�7UDGH��DV�3UHVLGHQW�RI�WKH�([HFXWLYH�&RPPLWWHH�RI�WKH�&RSSHU�([SRUWLQJ�&RXQWULHV�2UJDQL]DWLRQ��&,3(&���DV�0DQDJLQJ�'LUHFWRU�RI�8QLYHUVDO�(QJLQHHULQJ�&RUSRUDWLRQ��DV�D�SULQFLSDO�RI�WKH�6ZLVV�%DQN�&RUSRUDWLRQ�&RQVXOWDQW�*URXS��DQG�DV�D�JRYHUQRU�RI�3HUX
V�&HQWUDO�5HVHUYH�%DQN��0U��GH�6RWR�LV�UHQRZQHG�IRU�KLV�ERRN�RQ�HFRQRPLF�GHYHORSPHQW�7KH�2WKHU�3DWK��ZKLFK�EHFDPH�D�QXPEHU�RQH�EHVW�VHOOHU�LQ�/DWLQ�$PHULFD��,W�KDV�EHHQ�SXEOLVKHG�LQ�VHYHUDO�ODQJXDJHV�DQG�PDGH�WKH�:DVKLQJWRQ�3RVW¶V�EHVW�VHOOHU�OLVW���
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� 9HU\�PXFK�LV�GXH�WR�WKH�SHUVRQDO�FRQWULEXWLRQV�RI�0U��$KPHG�*DODO��([HFXWLYH�'LUHFWRU�RI�WKH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��(&(6��DQG�0U��6KHULI�(O�'LZDQ\��0DQDJLQJ�3DUWQHU�RI�,QWHJUDWHG�'HYHORSPHQW�&RQVXOWDQWV��,'&��RI�&DLUR��ZKR�ZRUNHG�ZLWK�WKH�DXWKRU�WR�VWUXFWXUH�DQG�FRQIRUP�WKH�SDSHU�WR�WKH�UHTXLUHPHQWV�RI�WKH�'LVWLQJXLVKHG�/HFWXUH�6HULHV�DQG�WR�VXLW�WKH�QHHGV�DQG�LQWHUHVWV�RI�DQ�(J\SWLDQ�DXGLHQFH��7KH�DXWKRU�LV�VROHO\�UHVSRQVLEOH�IRU�WKH�YLHZV�H[SUHVVHG�LQ�WKLV�HVVD\���
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RZQHUVKLS�FDQQRW�EH�UHDGLO\�WUDFHG�DQG�YDOLGDWHG��DQG�H[FKDQJHV�FDQQRW�EH�JRYHUQHG�E\�D�OHJDOO\�UHFRJQL]HG�VHW�RI�UXOHV��WKHLU�DVVHWV�FDQQRW�EH�XVHG�LQ�HIILFLHQW�DQG�OHJDOO\�VHFXUHG�PDUNHW�WUDQVDFWLRQV��7KHLU�SURSHUW\�LV��LQ�HIIHFW��³GHDG�FDSLWDO�´�,W�H[LVWV�LQ�D�XQLYHUVH�ZKHUH�WKHUH�LV�WRR�PXFK�URRP�IRU�PLVXQGHUVWDQGLQJ��FRQIXVLRQ��UHYHUVDO�RI�DJUHHPHQWV��DQG�IDXOW\�UHFROOHFWLRQ��,W�LV�XVHOHVV�DV�FROODWHUDO��LW�FDQ�QHLWKHU�VHFXUH�D�EDQN�ORDQ�QRU�JXDUDQWHH�WKH�SD\PHQW�RI�ZDWHU��HOHFWULFLW\��RU�RWKHU�LQIUDVWUXFWXUH�VHUYLFHV��$V�ORQJ�DV�WKH�PDMRULW\�FDQQRW�SXW�WKHLU�DVVHWV�WR�ZRUN�LQ�WKH�PDUNHW�EHFDXVH�WKH\�DUH�LQIRUPDO��WKH\�ZLOO�QRW�UHDOL]H�PRVW�RI�WKH�EHQHILWV�WKDW�VKRXOG�DFFUXH�IURP�PDFUR�UHIRUPV����� 7KH�LQIRUPDO�UHDO�HVWDWH�DQG�EXVLQHVVHV�RZQHG�E\�WKH�SRRU�DQG�PDQ\�RUGLQDU\�(J\SWLDQV�UHSUHVHQW�D�VXUSULVLQJO\�ODUJH�SURSRUWLRQ�RI�GRPHVWLF�UHDO�DVVHWV��)RU�H[DPSOH��D�ILUVW�HVWLPDWH�RI�(J\SWLDQ�UHDO�HVWDWH�DORQH�LQGLFDWHV�WKDW����SHUFHQW�RI�GZHOOLQJV�LQ�WKH�XUEDQ�VHFWRU�DQG����SHUFHQW�RI�KROGLQJV�LQ�WKH�UXUDO�VHFWRU�DUH�LQIRUPDO��7KLV�LV�HTXLYDOHQW�WR�VRPH�86�����ELOOLRQ�RI�GHDG�FDSLWDO��7KLV�DPRXQW�LV�����WLPHV�JUHDWHU�WKDQ�WKH�PDUNHW�YDOXH�RI�WKH�FRPSDQLHV�UHJLVWHUHG�LQ�WKH�&DLUR�6WRFN�([FKDQJH�����WLPHV�JUHDWHU�WKDQ�WKH�YDOXH�RI�GLUHFW�IRUHLJQ�LQYHVWPHQW�LQ�(J\SW�XQWLO�������DQG�����WLPHV�JUHDWHU�WKDQ�WKH�YDOXH�RI�SXEOLF�HQWHUSULVHV�SULYDWL]HG�EHWZHHQ������DQG�������7KHVH�ILJXUHV�ZRXOG�LQGLFDWH�WKDW��E\�IRUPDOL]LQJ�LQIRUPDO�DVVHWV��(J\SWLDQV�PD\�EH�DEOH�WR�UHOHDVH�PRUH�SRWHQWLDO�YDOXH�WKDW�FDQ�EH�XVHG�IRU�SURGXFWLYH�SXUSRVHV�WKDQ�WKDW�YDOXH�ZKLFK�WKH\�ZHUH�DEOH�WR�KDUQHVV�E\�UHOHDVLQJ�WKH�WUDSSHG�ZDWHU�RI�WKH�$VZDQ�'DP����� ,I��DIWHU�UHIOHFWLRQ��HYHU\RQH�DJUHHV�WKDW�WKHUH�LV�VRPH�PHULW�WR�WKH�SUHYLRXV�SRLQW��WKH�SUREOHP�WKDW�(J\SWLDQV�ZLOO�IDFH�LV�WKDW�PRVW�SURSHUW\�LQ�WKH�LQIRUPDO�VHFWRU�FDQQRW�EH�GRFXPHQWHG�DQG�SHUPDQHQWO\�LQVHUWHG�LQWR�WKH�OHJDO�DQG�JOREDO�PDUNHW�HFRQRP\�E\�WUDGLWLRQDO�WLWOLQJ��UHJLVWUDWLRQ��VXUYH\LQJ��PDSSLQJ�DQG�SULYDWL]DWLRQ�DSSURDFKHV��$YDLODEOH�:HVWHUQ�WHFKQRORJ\�GRHV�QRW�RIIHU�WKH�FUXFLDO�SURFHVVHV�WKDW�:HVWHUQHUV�ZHQW�WKURXJK�WR�FRQYHUW�SDWULPRQ\�DQG�LQIRUPDO�SRVVHVVLRQ�WR�IRUPDO�SURSHUW\�LQ�WKH�ODVW�IHZ�KXQGUHG�\HDUV��0RUHRYHU��WKHUH�LV�VFDUFH�H[SHULHQFH�LQ�FRQYHUWLQJ�)LUVW�:RUOG�H[SHULHQFH�WR�7KLUG�:RUOG�FRQGLWLRQV�WRGD\��7R�FRPSOLFDWH�PDWWHUV��GHWHUPLQLQJ�RZQHUVKLS�LV�QRW�HQRXJK��� WKH�IRUPDOL]DWLRQ�SURFHVV�PXVW�
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DOVR�LQFOXGH�WKH�PHFKDQLVPV�UHTXLUHG�WR�LQFUHDVH�WKH�SURGXFWLYLW\�RI�WKH�DVVHWV�RI�WKH�LQIRUPDO�VHFWRU�E\�OLQNLQJ�WKHP�WR�GLVWLQJXLVKDEOH�HQG�SURGXFWV�ZKLFK�DOORZ�WKHLU�RZQHUV�WR�UHODWH�WR�JRYHUQPHQW�DQG�SULYDWH�EXVLQHVV����� 7KLV�SUHVHQWDWLRQ�EURDGO\�RXWOLQHV�WKH�FRQFHSWXDO�ODJV�DQG�WKH�FRQFUHWH�REVWDFOHV�ZKLFK�LPSHGH�IRUPDOL]DWLRQ��DQG�GHVFULEHV�WKH�HVVHQWLDO�FRPSRQHQWV�UHTXLUHG�WR�FRQYHUW�WKH�DVVHWV�RI�PRVW�(J\SWLDQV�WR�³OLYH�FDSLWDO�´�,W�DOVR�FRQWDLQV�VRPH�VXJJHVWLRQV�ZKLFK�PD\�DVVLVW�WKH�JRYHUQPHQW¶V�HFRQRPLF�UHIRUP�SURJUDP�WR�IXUWKHU�LQFUHDVH�WKH�QXPEHU�RI�(J\SWLDQV�ZKLFK�FRXOG�EHQHILW�IURP�WKH�UHIRUPV�XQGHUWDNHQ��
���:K\�,V�7KHUH�6R�0XFK�'HDG�&DSLWDO"�
7KH�%DFNJURXQG��0DFURHFRQRPLFV�,V�1RW�(QRXJK�
0DQ\�SROLWLFDO�REVHUYHUV�LQ�/DWLQ�$PHULFD�WKLQN�WKDW�WKH�ZDYH�RI�FKDQJH�WR�FRQYHUW�/'&V�DQG�)1&V�WR�PDUNHW�HFRQRPLHV�ZKLFK�EHJDQ�DW�WKH�EHJLQQLQJ�RI�WKLV�GHFDGH�KDV�VORZHG�GRZQ��7KHUH�LV�D�JURZLQJ�VHQWLPHQW�DPRQJ�/DWLQ�$PHULFDQV�WKDW�UHDO�LPSURYHPHQWV�UHTXLUH�DSSURDFKLQJ�WKH�VXEMHFW�IURP�WKH�SHRSOH¶V�H[SHULHQFH��,Q�/DWLQ�$PHULFD��PRVW�PDFURHFRQRPLF�VWDELOL]DWLRQ�DQG�DGMXVWPHQW�SURJUDPV��E\�WKHLU�YHU\�QDWXUH��PXVW�QHFHVVDULO\�VWDUW�DQG�HQG�ZLWK�DJJUHJDWHV��7KH�LVVXHV�RI�SRYHUW\��ZKLFK�DIIHFWV�WKH�PDMRULW\�RI�SHRSOH�LQ�/DWLQ�$PHULFD��FRQWLQXH�WR�EH�WKH�H[FOXVLYH�GRPDLQ�RI�ZHOIDUH�DQG�FKDULW\�DJHQFLHV�LQVWHDG�RI�EHFRPLQJ�DQ�LQWHJUDO�SDUW�RI�PDUNHW�UHIRUP�SURJUDPV�VWUXFWXUHG�WR�LQFOXGH�UHDO�RSSRUWXQLWLHV�IRU�WKH�PDMRULW\�RI�FLWL]HQV��7KLV�KDV�KDSSHQHG�EHIRUH��)RU�H[DPSOH��DW�YDULRXV�WLPHV�RYHU�WKH�ODVW�����\HDUV��/DWLQ�$PHULFDQV�KDYH�KDG�VHYHUDO�RSSRUWXQLWLHV�WR�FRQYHUW�WR�PDUNHW�HFRQRPLHV��/DWLQ�$PHULFDQV�IDLOHG�LQ�WKLV�WDVN�EHFDXVH�WKH\�GLG�QRW�FRQVLGHU�ZKDW�WKHLU�RZQ�SHRSOH�QHHGHG�WR�DGDSW�WR�D�PDUNHW�V\VWHP�EXW�LQVWHDG�IRFXVHG�RQ�WKH�DJJUHJDWHV�RI�PDFURHFRQRPLF�SURJUDPV��,Q�HIIHFW��/DWLQ�$PHULFDQV�KDYH�RQ�VL[�RFFDVLRQV�WULHG�WR�LPSOHPHQW�PDFURHFRQRPLF�SURJUDPV�GLUHFWHG�DW�FUHDWLQJ�PDUNHW�HFRQRP\�V\VWHPV��,Q�WKH�����V�WKH\�VRXJKW�WR�UHLPEXUVH�WKH�GHEWV�LQFXUUHG�IURP�SXUFKDVLQJ�ZHDSRQV�WR�ILJKW�6SDLQ��7KH\�WULHG�WKHVH�SURJUDPV�DJDLQ�LQ�WKH�����V��
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����V������V������V��DQG�LQ�WKH�����V��2Q�HDFK�RFFDVLRQ��WKURXJK�QHJRWLDWLRQV�ZLWK�(XURSHDQ�DQG�1RUWK�$PHULFDQ�FUHGLWRUV��GHEWV�ZHUH�UHVWUXFWXUHG�DQG�ZULWWHQ�RII��LQWHUHVWV�FDSLWDOL]HG��DQG�JUDFH�SHULRGV�H[WHQGHG��2Q�WKH�UHIRUP�IURQW�WKH\�WULHG�WR�VWDELOL]H�WKH�HFRQRP\�E\�FRQWUROOLQJ�LQIODWLRQ��OLEHUDOL]LQJ�WUDGH��SULYDWL]LQJ��IRU�H[DPSOH��E\�VHOOLQJ�RXU�UDLOURDGV�WR�WKH�%ULWLVK���XQGHUWDNLQJ�GHEW�HTXLW\�VZDSV�DQG�RYHUKDXOLQJ�WKH�WD[�V\VWHP��$QG�HDFK�WLPH��DIWHU�WKH�HIIRUW�DQG�WKH�LQLWLDO�HXSKRULD��/DWLQ�$PHULFDQV�VZXQJ�EDFN�WR�SRSXOLVP��PDVVLYH�QDWLRQDOL]DWLRQ�DQG�H[SURSULDWLRQV��HFRQRPLF�FHQWUDOLVP�DQG�DQWL�PDUNHW�SROLFLHV�LQ�JHQHUDO��7KRXJK�WKHUH�LV�SUREDEO\�PRUH�UHDVRQ�IRU�RSWLPLVP�WRGD\��PDQ\�DUH�QRW�FRQYLQFHG�WKDW�WKH�FXUUHQW�VXSSRUW�IRU�PDFURHFRQRPLF�SURJUDPV�LQ�GHYHORSLQJ�QDWLRQV�DQG�PRVW�IRUPHU�FRPPXQLVW�VWDWHV�LV�\HW�D�UHIOHFWLRQ�RI�D�IXQGDPHQWDO�VKLIW�LQ�DWWLWXGHV�DERXW�WKH�YLUWXH�RI�PDUNHW�HFRQRPLF�V\VWHPV�DQG�:HVWHUQ�VW\OH�GHPRFUDFLHV��5DWKHU��LW�JHQHUDOO\�UHIOHFWV�����WKH�ZLOOLQJQHVV�WR�JLYH�WKH�PDUNHW�PRGHO�D�FKDQFH������WKH�ODFN�RI�UHDO�DOWHUQDWLYHV�DW�SUHVHQW��DQG�����D�UHDFWLRQ�DJDLQVW�K\SHULQIODWLRQ��FKDRV�DQG�IDLOXUHV�RI�SDVW�SROLFLHV��)RU�D�UHDO�VKLIW�WR RFFXU��WKH�OLYHV�RI�RUGLQDU\�FLWL]HQV�LQ�FRXQWULHV�HPEDUNHG�RQ�HFRQRPLF�UHIRUP�SURJUDPV�PXVW�LPSURYH�QRWLFHDEO\��*URZWK�DQG�SURVSHULW\�PXVW�EH�YLHZHG�DV�D�UHDOLVWLF�DOWHUQDWLYH�WR�WKH�SRYHUW\�DQG�XQGHUGHYHORSPHQW�WKDW�LV�WKH�ORW�RI�WKH�PDMRULW\�WRGD\��2WKHUZLVH��WKH�WHPSWDWLRQ�WR�UHWXUQ�WR�SDVW�SROLFLHV�DQG�LQIODWLRQDU\�FXUHV�IRU�HFRQRPLF�LOOV�ZLOO�FRQWLQXH�WR�UHDSSHDU��
$�&UXFLDO�0LVVLQJ�,QJUHGLHQW��$FFHVV�WR�)RUPDO�3URSHUW\��
$�FUXFLDO�LQJUHGLHQW�PLVVLQJ�LQ�PRVW�PDFURHFRQRPLF�SURJUDPV�LQ�/'&V�LV�WKH�HVWDEOLVKPHQW�RI�ZLGHVSUHDG��OHJDO�SURSHUW\�ULJKWV�IRU�WKH�DVVHWV�SHRSOH�QRZ�KROG��,W�LV�QRW�WKDW�WKH�PDMRULW\��WKH�SRRU�LQFOXGHG��LQ�FRXQWULHV�WU\LQJ�WR�EXLOG�PDUNHW�HFRQRPLHV��LV�ZLWKRXW�SURSHUW\��WKLV�PDMRULW\�GRHV�LQ�IDFW�SRVVHVV�ODQG��EXLOGLQJV�DQG�EXVLQHVVHV��,W�LV�WKDW�WKH\�GR�QRW�KDYH�IRUPDO��OHJDOO\�UHFRJQL]HG�ULJKWV�WR�XVH�WKHVH�DVVHWV�LQ�WKH�PDUNHWSODFH�ZKLFK�PDFURHFRQRPLF�UHIRUPV�DUH�VXSSRVHG�WR�FUHDWH��
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7KH�UHDVRQ�ZK\�RSHQ�PDUNHWV�KDYH�SURGXFHG�HQRUPRXV�ZHDOWK�LQ�WKH�:HVW�DQG�QRW�LQ�GHYHORSLQJ�FRXQWULHV�LV�WKDW�WKH�SURSHUW\�ULJKWV�RI�FLWL]HQV�RI�:HVWHUQ�QDWLRQV�RYHU�WKHLU�DVVHWV�DUH�³IRUPDOL]HG�´�:KDW�GRHV�³IRUPDOL]HG´�PHDQ"�3URSHUW\�ULJKWV�DUH�³IRUPDOL]HG´�ZKHQ�WKH\�DUH�HPERGLHG�LQ�XQLYHUVDOO\�REWDLQDEOH��VWDQGDUGL]HG�LQVWUXPHQWV�RI�H[FKDQJH�WKDW�DUH�UHJLVWHUHG�DQG�JRYHUQHG�E\�OHJDO�UXOHV��DQG�FRQQHFWHG�WR�WKH�UHVW�RI�WKH�HFRQRP\�WKURXJK�PHFKDQLVPV�ZKLFK��DGGLWLRQDOO\��FDQ�VXSSRUW�WKH�ZKROH�UDQJH�RI�WUDQVDFWLRQV�WKDW�PDNH�D�PDUNHW�HFRQRP\�ZRUN��)RUPDOL]DWLRQ�FUHDWHV�WKH�ULJKWV��REOLJDWLRQV�DQG�HQG�SURGXFWV�ZKLFK�HQDEOH�WKH�RZQHUV�WR�UHODWH�WR�JRYHUQPHQW�DQG�SULYDWH�EXVLQHVV��,W�SURYLGHV�WKH�PHFKDQLVPV�ZKHUHE\�WKH�PRVW�LPSRUWDQW�DVVHWV�RI�WKH�LQIRUPDO�VHFWRU�² UHDO�HVWDWH�DQG�EXVLQHVVHV�² FDQ�EH�XVHG�WR�VHFXUH�WKH�SURYLVLRQ�RI�JRRGV�DQG�VHUYLFHV��HVSHFLDOO\�FUHGLW�DQG�LQIUDVWUXFWXUH��ZKLFK�DUH�WKHLU�PRVW�XUJHQW�QHHGV��)RUPDOL]DWLRQ�WUDQVIRUPV�LWV�EHQHILFLDULHV�LQWR�LQGLYLGXDOO\�DFFRXQWDEOH�FXVWRPHUV��)RUPDO�SURSHUW\�ULJKWV�DIIRUG�HFRQRPLF�DJHQWV�LQ�WKH�:HVWHUQ�QDWLRQV�LQGLVSXWDEOH�SURRI�RI�RZQHUVKLS�DQG�SURWHFWLRQ�IURP�XQFHUWDLQW\�DQG�IUDXG��3URSHUW\�ULJKWV�RI�:HVWHUQHUV�FDQ�WKHQ�HQWHU�WKH�PDUNHWSODFH�DV�D�IRUP�RI�VSHFLH�EDFNHG�FXUUHQF\�DGDSWHG�WR�WKH�UDSLG�DQG�IUHTXHQW�WUDQVIHU�RI�UHVRXUFHV�WR�WKHLU�KLJKHVW�YDOXHG�XVH��7KHLU�PDUNHWV�JHQHUDWH�JURZWK�EHFDXVH�ZLGHVSUHDG�IRUPDO�SURSHUW\�ULJKWV�SHUPLW�PDVVLYH��ORZ�FRVW�H[FKDQJH��WKXV�IRVWHULQJ�VSHFLDOL]DWLRQ�DQG�JUHDWHU�SURGXFWLYLW\��,Q�GHYHORSLQJ�FRXQWULHV��RQ�WKH�FRQWUDU\��UHDO�HVWDWH�LV�GLIILFXOW�WR�XVH�LQ�WKH�PRGHUQ�PDUNHWSODFH��,W�LV�HVWLPDWHG�WKDW�DV�PXFK�DV����SHUFHQW�RI�DOO�UHDO�HVWDWH�SDUFHOV�GR�QRW�KDYH�HIILFLHQW�IRUPDOL]HG�WLWOHV��:LWKRXW�IRUPDO�SURSHUW\��D�PRGHUQ�PDUNHW�HFRQRP\�VLPSO\�FDQQRW�H[LVW�EHFDXVH�PRVW�DVVHWV�DUH�FRPPHUFLDOO\�DQG�ILQDQFLDOO\�LQYLVLEOH��1RERG\�UHDOO\�NQRZV�ZKR�RZQV�ZKDW�DQG�ZKHUH��ZKR�LV�DFFRXQWDEOH�IRU�WKH�SHUIRUPDQFH�RI�REOLJDWLRQV��ZKR�LV�UHVSRQVLEOH�IRU�ORVVHV�DQG�IUDXG��DQG�ZKDW�PHFKDQLVPV�DUH�DYDLODEOH�WR�HQIRUFH�SD\PHQW�IRU�VHUYLFHV�DQG�JRRGV�GHOLYHUHG��7KLV�LV�FDOOHG�WKH�LQIRUPDO�VHFWRU�² WKDW�SDUW�RI�WKH�QRQ�:HVWHUQ�ZRUOG�ZKHUH�WKH�LQVWLWXWLRQV�UHTXLUHG�WR�SURYLGH�VHFXULW\�DQG�DOORZ�EXVLQHVV�DQG�JRYHUQPHQW�WR�SHUIRUP�HIILFLHQWO\�DUH�QRW�LQ�SODFH��,W�LV�D�XQLYHUVH�ZKHUH�WKHUH�LV�WRR�PXFK�URRP�IRU�PLVXQGHUVWDQGLQJ��FRQIXVLRQ��UHYHUVDO�RI�DJUHHPHQW�DQG�IDXOW\�UHFROOHFWLRQ��:KHUH�WKH�FRVWV�RI�XQIL[LW\�DQG�
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XQFHUWDLQW\�DUH�VR�KLJK�WKDW�FUHGLW�FDQQRW�EH�H[WHQGHG�RQ�UHDVRQDEOH�WHUPV�WR�PRVW�SHRSOH�DQG�EXVLQHVVHV��7KH�PDMRULW\�RI�LQIRUPDO�DVVHWV�DUH�WKHUHIRUH�³GHDG�FDSLWDO´��WKH\�ODFN�YDOXH�DV�FROODWHUDO�IRU�VHFXULQJ�WKH�LQWHUHVWV�RI�FUHGLWRUV��WKH\�DUH�OLNH�FRUSRUDWLRQV�ZKLFK�FDQQRW�LVVXH�VWRFNV�RU�ERQGV�WR�REWDLQ�QHZ�LQYHVWPHQW�DQG�ILQDQFH��7R�EHFRPH��³OLYH�FDSLWDO´�WKHVH�DVVHWV�PXVW�ILUVW�EH�IRUPDOL]HG�VR�WKDW�RZQHUVKLS�FDQ�EH�WUDFHG�DQG�YDOLGDWHG��DQG�H[FKDQJHV�FDQ�EH�JRYHUQHG�E\�D�OHJDOO\�UHFRJQL]DEOH�VHW�RI�UXOHV��)RUPDOL]HG�WLWOHV�ZHUH�FUXFLDO�WR�RSHQLQJ�WKH�GRRUV�WR�FUHGLW�LQ�FRXQWULHV�VXFK�DV�WKH�8QLWHG�6WDWHV�ZKHUH�FORVH�WR�86���WULOOLRQ�RI�WKH�VHFXULWLHV�IORDWHG�LQ�WKH�PDUNHW�DUH�EDFNHG�E\�PRUWJDJHV�DQG�RWKHU�JXDUDQWHHV�ZKLFK�IRUPDO�SURSHUW\�SHUPLWV��7KLQN�RI�LW�WKLV�ZD\��ZKHQ�\RX�GULYH�GRZQ�PRVW�URDGV�LQ�WKH�0LGGOH�(DVW�RU�/DWLQ�$PHULFD��\RX�FDQ�VHH�WKLQJV�DUH�EHLQJ�XVHG�SK\VLFDOO\��KRXVHV�DUH�XVHG�IRU�VKHOWHU��SDUFHOV�DUH�EHLQJ�WLOOHG��VRZHG�DQG�KDUYHVWHG��DQG�PHUFKDQGLVH�LV�EHLQJ�FRQVXPHG��$VVHWV�LQ�GHYHORSLQJ�FRXQWULHV�DUH�PRVWO\�XVHG�IRU�WKHVH�SULPDU\�SXUSRVHV��2Q�WKH�RWKHU�KDQG��LQ�WKH�:HVW��KRXVHV��ODQG�DQG�PHUFKDQGLVH�DUH�QRW�RQO\�XVHG�IRU�SULPDU\�SK\VLFDO�SXUSRVHV�VXFK�DV�VKHOWHU��DJULFXOWXUH��SURGXFWLRQ�DQG�FRQVXPSWLRQ�EXW�DOVR�WR�VHFXUH�WKH�LQWHUHVWV�RI�RWKHU�SDUWLHV�DV�³FROODWHUDO�´�IRU�H[DPSOH��WR�JHQHUDWH�FUHGLW��7KLV�LV�EHFDXVH�WKH\�KDYH�EHHQ�IRUPDOL]HG��WKHLU�GRFXPHQWDU\�UHSUHVHQWDWLRQV�DUH�ILOHG�LQ�V\VWHPV�JRYHUQHG�E\�LQVWLWXWLRQV�WKDW�FDQ�HQIRUFH�FRQWUDFWV�DQG�FDQ�OLQN�WKHP�WR�WKH�UHVW�RI�WKH�HFRQRP\��7KH�UHVXOW�LV�WKDW�LQ�WKH�:HVW�KRXVHV��ODQG�DQG�PHUFKDQGLVH�DUH�QRW�RQO\�SK\VLFDOO\�XVHIXO�DVVHWV��EXW�DUH�DOVR�FDSLWDO�WKDW�FUHDWHV�ZHDOWK��$VVHWV�LQ�GHYHORSHG�FRXQWULHV�DUH�WKXV�³OLYH�FDSLWDO´�FRPSDUHG�WR�PRVW�RI�WKRVH�LQ�WKH�7KLUG�:RUOG�ZKLFK��EHFDXVH�WKH\�FDQQRW�SOD\�WKLV�ZHDOWK�JHQHUDWLQJ�UROH��DUH�³GHDG�FDSLWDO�´�7KHUHIRUH��ODFN�RI�IRUPDOL]DWLRQ�FRQGHPQV�WKH�PDMRULW\�RI�FLWL]HQV�ZKR�OLYH�LQ�WKH�LQIRUPDO�VHFWRU�WR�QHHGOHVV�SRYHUW\��7KH�FDSLWDO�YDOXH�RI�DQ�DVVHW�GHSHQGV�RQ�WKH�DELOLW\�WR�HQIRUFH�SURSHUW\�ULJKWV�DJDLQVW�FODLPV��DVVHWV�LQ�WKH�LQIRUPDO�VHFWRU�DUH�XQGHUYDOXHG�FRPSDUHG�WR�WKRVH�WKDW�DUH�IRUPDOO\�UHFRJQL]HG�DQG�GHIHQVLEOH�XQGHU�ODZ��:KHQ�SHRSOH�KDYH�IRUPDOL]HG�WLWOHV�WKH\�IHHO�WKDW�
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WKHLU�SURSHUW\�LV�XQGHU�WKHLU�RZQ�OHJDO�FRQWURO�DQG�WKH\�WKHUHIRUH�KDYH�WKH�LQFHQWLYH�WR�LQYHVW�WKHLU�LQWHOOLJHQFH�DQG�ZRUN�LQ�LPSURYLQJ�LW��+RZ�0XFK�'HDG�&DSLWDO�,V�7KHUH�LQ�(J\SW"�+RZ�PXFK�GHDG�FDSLWDO�LV�WKHUH�LQ�(J\SW"�3UHOLPLQDU\�HVWLPDWHV�FDUULHG�RXW�E\�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��(&(6��DQG�,QVWLWXWH�IRU�/LEHUW\�DQG�'HPRFUDF\��,/'��LQGLFDWH�WKDW�LQIRUPDO�XUEDQ�DQG�UXUDO�UHDO�HVWDWH�KDV�D�YDOXH�RI�VRPH�86�����ELOOLRQ��ZKLFK�UHSUHVHQWV����SHUFHQW�RI�WRWDO�DVVHWV�DFFXPXODWHG�LQ�(J\SWLDQ�UHDO�HVWDWH��7KHVH�ILJXUHV�DUH�FRPSDUDEOH�WR�WKRVH�IRXQG�LQ�/DWLQ�$PHULFD��VHH�7DEOH���EHORZ���:KDW�LV�QRWHZRUWK\�LQ�DGGLWLRQ�WR�WKH�YDOXH�PDJQLWXGH�RI�WKH�DVVHWV�LV�WKDW�VRPH����SHUFHQW�RI�WKH�(J\SWLDQ�SRSXODWLRQ�OLYHV�DQG�ZRUNV�LQ�LQIRUPDO�XUEDQ�GZHOOLQJV�DQG�RYHU����SHUFHQW�LQ�LQIRUPDO�UXUDO�KROGLQJV��7KLV�ZRXOG�VHHP�WR�LQGLFDWH��RQFH�WKHVH�QXPEHUV�KDYH�EHHQ�IXUWKHU��

7KH�,/'�GHYHORSHG�DOO�WKH�WDEOHV�DQG�JUDSKV�LQ�WKLV�SXEOLFDWLRQ�XVLQJ�PXOWLSOH�(J\SWLDQ�VRXUFHV��H[FHSW�IRU�7DEOH�� ZKLFK�ZDV�GHYHORSHG�XVLQJ�LQIRUPDWLRQ�IURP�WKH�(J\SWLDQ�0LQLVWU\�RI�3ODQQLQJ��7KH�ELEOLRJUDSK\�LQFOXGHV�WZR�SXEOLFDWLRQV��7KH�2WKHU�3DWK��+DUSHU�DQG�5RZ��1HZ�<RUN��������DQG��³7KH�0LVVLQJ�,QJUHGLHQW�´�7KH�(FRQRPLVW��/RQGRQ��������ERWK�E\�+HUQDQGR�GH�6RWR��
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UHYLHZHG��WKDW�HYHQ�SHRSOH�ZKR�KROG�IRUPDO�MREV�OLYH�LQ�LQIRUPDO�GZHOOLQJV��7KHUHIRUH��D�ODUJH�FRQVWLWXHQF\�ZRXOG�EH�SRVLWLYHO\�DIIHFWHG�E\�D�IRUPDOL]DWLRQ�SURJUDP�ZKLFK�UDLVHV�WKH�YDOXH�DQG�SURGXFWLYLW\�RI�WKHVH�DVVHWV��,Q�DQ\�FDVH��WKH�UHODWLYH�LPSRUWDQFH�RI�GHDG�FDSLWDO�ORFNHG�XS�LQ�(J\SWLDQ�UHDO�HVWDWH�LV�HQRUPRXV�FRPSDUHG�ZLWK�RWKHU�NLQGV�RI�IRUPDO�FDSLWDO�DFFXPXODWLRQ�WKDW�H[LVW�LQ�WKH�FRXQWU\��VHH�7DEOH���EHORZ���'HDG�FDSLWDO�LQ�XUEDQ�DUHDV��7R�HVWLPDWH�WKH�WRWDO�YDOXH�RI�GZHOOLQJV�FODVVLILHG�DV�LQIRUPDO��ZKLFK�DUH�FKDUDFWHUL]HG�E\�LQQXPHUDEOH�GLIIHUHQFHV�LQ�WHUPV�RI�W\SH��DJH��VWDWH�RI�SUHVHUYDWLRQ��ORFDWLRQ��DQG�VXFK��WKH�H[LVWLQJ�GZHOOLQJV�LQ�*UHDWHU�&DLUR��$OH[DQGULD�DQG�RWKHU�FLWLHV�LQ�(J\SW�ZHUH�FODVVLILHG�LQWR���GLVWLQFW�W\SRORJLHV��7KH�YDOXH�IRU�HDFK�RI�WKHVH�W\SRORJLHV�ZDV�WKHQ�HVWLPDWHG�RQ�WKH�EDVLV�RI�WKH�FXUUHQW�UHSODFHPHQW�YDOXH�RI�WKH�GZHOOLQJV��VHH�)LJXUH���EHORZ�����
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7KH�QH[W�VWHS�ZDV�WR�DSSO\�LQIRUPDOLW\�FRHIILFLHQWV�WR�HDFK�W\SRORJ\��WDNLQJ�LQWR�DFFRXQW�WKH�SULQFLSDO�FKDUDFWHULVWLFV�DVVRFLDWHG�ZLWK�LQIRUPDOLW\��$V�D�ODVW�VWHS�WKH�YDOXH�RI�LQIRUPDO�SURSHUW\�IRU�HDFK�W\SRORJ\�ZDV�HVWLPDWHG�DQG�WKH�WRWDO�YDOXH�RI�LQIRUPDO�KRXVLQJ�LQ�(J\SW�ZDV�REWDLQHG�E\�VXPPLQJ�WKH�YDOXHV�IRU�HDFK�W\SRORJ\��7KH�GZHOOLQJV�LQ�WKH�ILUVW�WKUHH�W\SRORJLHV��GZHOOLQJV�RQ�DJULFXOWXUDO�ODQG��RQ�VWDWH�RZQHG�GHVHUW�ODQG�DQG�YLOODJHV�RQ�UXUDO�ODQG��ZHUH�FRQVWUXFWHG�LQ�YLRODWLRQ�RI�H[SUHVV�OHJDO�SURKLELWLRQV�RU�ZLWKRXW�UHVSHFWLQJ�WKH�HVWDEOLVKHG�OHJDO�SURFHGXUHV�DQG�FDQQRW�HQWHU�DQ�H[SDQGHG�IRUPDO�PDUNHW��)RU�WKHVH�UHDVRQV�WKH\�ZHUH�FRQVLGHUHG�LQIRUPDO�IURP�WKHLU�RULJLQ��7KH�RWKHU�VL[�W\SRORJLHV��ROG�SXEOLF�KRXVLQJ��QHZ�SXEOLF�KRXVLQJ��FLW\�FHQWHU��KLVWRULF�WRZQ��ROG�VXEGLYLVLRQV��DQG�QHZ�VXEGLYLVLRQV��LQFOXGH�GZHOOLQJV�WKDW�ZHUH�LQLWLDOO\�IRUPDO�EXW�SURJUHVVLYHO\�EHFDPH�LQIRUPDO�DQG�FRXOG�QRW�HQWHU�DQ�H[SDQGHG�IRUPDO�PDUNHW��7KH�UHDVRQV�IRU�EHFRPLQJ��
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LQIRUPDO�ZHUH�YDULRXV��LQFOXGLQJ��WKH�RZQHUV�YLRODWHG�H[SUHVV�SURKLELWLRQV��GZHOOLQJV�ZHUH�FRQVWUXFWHG�ZLWKRXW�D�OLFHQVH�DQG�ZLWKRXW�UHVSHFWLQJ�WKH�EXLOGLQJ�FRGH�RU�]RQLQJ�UHJXODWLRQV��WKH�RZQHUV�GR�QRW�KDYH�D�SURSHUW\�WLWOH�RU�WKH�WLWOH�KDV�QRW�EHHQ�UHJLVWHUHG��WKH�UHJLVWU\¶V�UHFRUGV�RQ�WKH�SURSHUW\�ULJKW�KDYH�QRW�EHHQ�NHSW�XS�WR�GDWH��7KH�HVWLPDWHG�YDOXH�RI�DOO�QLQH�W\SRORJLHV�RI�LQIRUPDO�KRXVLQJ�LV�86�������ELOOLRQ��7KLV�UHSUHVHQWV����SHUFHQW�RI�WKH�RYHUDOO�YDOXH�RI�DOO�XUEDQ�GZHOOLQJV�LQ�(J\SW���$�PRUH�GHWDLOHG�DFFRXQW�RI�WKHVH�ILJXUHV�DQG�D�GHVFULSWLRQ�RI�WKH�DVVHWV�WKH\�UHSUHVHQW��DV�ZHOO�DV�DQ�H[SODQDWLRQ�RI�WKH�PHWKRGRORJ\�XVHG�WR�REWDLQ�WKH�ILJXUHV��DUH�FRQWDLQHG�LQ�$QQH[���RI�WKLV�SUHVHQWDWLRQ��
'HDG�FDSLWDO�LQ�UXUDO�DUHDV��7R�HVWLPDWH�WKH�WRWDO�YDOXH�RI�DJULFXOWXUDO�ODQG�FODVVLILHG�DV�LQIRUPDO��DJULFXOWXUDO�SURSHUWLHV�ZHUH�ILUVW�FODVVLILHG�LQWR�IRXU�FDWHJRULHV�DFFRUGLQJ�WR�WKH�VL]H�RI�KROGLQJV��
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IRU�HDFK�JRYHUQRUDWH��7KH�SURSHUW\�YDOXH�RI�WKHVH�DJULFXOWXUDO�DUHDV�ZDV�WKHQ�HVWLPDWHG�XVLQJ�WKH�DYHUDJH�SULFH�RI�DJULFXOWXUDO�SURGXFWV�FXOWLYDWHG�LQ�WKHVH�SURSHUWLHV��1H[W��LQIRUPDOLW\�FRHIILFLHQWV�ZHUH�DSSOLHG��GLIIHUHQWLDWHG�E\�WKH�VL]H�RI�KROGLQJ��7KH�WRWDO�YDOXH�RI�LQIRUPDO�UXUDO�KROGLQJV�LQ�(J\SW�ZDV�WKHQ�REWDLQHG�E\�DGGLQJ�WKH�YDOXHV�IRU�HDFK�FDWHJRU\��VHH�7DEOH���EHORZ���,QIRUPDOLW\�LQ�UXUDO�DUHDV�LV�ODUJHO\�GXH��DPRQJ�RWKHU�WKLQJV��WR�WKH�IROORZLQJ�UHDVRQV��FRPSOLFDWLRQV�ZKLFK�DULVH�IURP�VXEGLYLGLQJ�SURSHUW\�DV�D�UHVXOW�RI�LQKHULWDQFH�SURFHVVHV��WKH�KLJK�FRVWV�RI�WKH�WLWOLQJ�DQG�UHJLVWUDWLRQ�SURFHVVHV��WKH�OHJDO�LPSRVVLELOLW\�WR�XVH�SURSHUW\�DV�FROODWHUDO��UHGXFLQJ�WKH�LQFHQWLYH�IRU�VPDOO�KROGHUV�WR�IRUPDOL]H��DQG�IUHTXHQW�PLJUDWLRQ�RI�VPDOO�KROGHUV�EHFDXVH�RI�ZRUN�UHODWHG�RSSRUWXQLWLHV��PDNLQJ�LW�GLIILFXOW�WR�IRUPDOL]H�SURSHUW\�ULJKWV��$FFRUGLQJ�WR�LQIRUPDWLRQ�SURYLGHG�E\�VSHFLDOLVWV�LQ�(J\SW��WKH�FLWL]HQV�PRVW�DIIHFWHG�E\�LQIRUPDOLW\�DUH�VPDOO�KROGHUV�ZLWK�SURSHUWLHV�RI�OHVV�WKDQ���IHGGDQV�� 7KHVH�ODQG�KROGHUV�ZHUH�JURXSHG�LQ�WKH�ILUVW�FDWHJRU\�DQG�LW�ZDV�FRQVLGHUHG�UHDVRQDEOH�WR�HVWDEOLVK�WKDW�DOO�VPDOO�KROGLQJV�XQGHU���IHGGDQV�DUH�LQIRUPDO��$V�WKH�VL]H�RI�WKH�KROGLQJ�LQFUHDVHV�WKH�ODQG�KROGHUV�DUH�EHWWHU�SUHSDUHG�DQG�KDYH�PRUH�HFRQRPLF�UHVRXUFHV�WR�VROYH�SUREOHPV�UHODWHG�WR�SRRUO\�GHILQHG�SURSHUW\�ULJKWV��)RU�WKLV�UHDVRQ��IRU�WKH�UHPDLQLQJ�WKUHH�FDWHJRULHV��SURSHUWLHV�EHWZHHQ���DQG���IHGGDQV��ODQG�KROGLQJV�EHWZHHQ���DQG����IHGGDQV��DQG�KROGLQJV�RI�JUHDWHU�WKDQ����IHGGDQV��D�GHFUHDVLQJ�LQIRUPDOLW\�FRHIILFLHQW�ZDV�XVHG�DV�WKH�VL]H�RI�WKH�KROGLQJ�LQFUHDVHG��,W�ZDV�DVVXPHG�WKDW�LQ�WKH�ODVW�FDWHJRU\��KROGLQJV�RI�JUHDWHU�WKDQ����IHGGDQV��DOO�RI�WKH�KROGLQJV�ZHUH�IRUPDO��%DVHG�RQ�WKLV�PHWKRGRORJ\��WKH�HVWLPDWHG�YDOXH�RI�DOO�DJULFXOWXUDO�SURSHUW\�FODVVLILHG�DV�LQIRUPDO�LV�86������ELOOLRQ��7KLV�PHDQV�WKDW����SHUFHQW�RI�WKH�WRWDO�YDOXH�RI�DJULFXOWXUDO�SURSHUW\�LQ�(J\SW�LV�LQIRUPDO��$�PRUH�GHWDLOHG�DFFRXQW�RI�WKHVH�ILJXUHV�DQG�D�GHVFULSWLRQ�RI�WKH�DVVHWV�WKH\�UHSUHVHQW��DV�ZHOO�DV�DQ�H[SODQDWLRQ�RI�WKH�PHWKRGRORJ\�XVHG�WR�REWDLQ�WKH�ILJXUHV��DUH�FRQWDLQHG�LQ�$QQH[���RI�WKLV�SUHVHQWDWLRQ��
� 2QH�IHGGDQ�LV�HTXLYDOHQW�WR������KHFWDUHV��
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,Q�VKRUW��WKH�VXP�YDOXH�RI�ERWK�LQIRUPDO�XUEDQ�GZHOOLQJV��86�������ELOOLRQ��DQG�LQIRUPDO�UXUDO�KROGLQJV��86������ELOOLRQ��LV�LQ�WKH�RUGHU�RI�86�������ELOOLRQ��
:K\�'RHV�(J\SW�+DYH�6R�0XFK�'HDG�&DSLWDO"�7KH�IXQGDPHQWDO�UHDVRQ�ZK\�DOO�GHYHORSLQJ�FRXQWULHV�KDYH�VXFK�XQQHFHVVDULO\�ODUJH�LQIRUPDO�VHFWRUV�² DQG�KHQFH�GHDG�FDSLWDO�² LV�D�JHQHUDO�ODJ�LQ�XQGHUVWDQGLQJ�WKH�SKHQRPHQRQ��,W�LV�KRZHYHU�GRXEWIXO�WKDW�WKH�SULQFLSDO�FDXVHV�DUH�FXOWXUDO��7KH�UHDO�SUREOHP�LV�WKH�ODFN�RI�NQRZOHGJH�WKHUH�LV�DERXW�WKH�QDWXUH�RI�LQIRUPDOLW\�DQG�RI�WKH�HQRUPRXV�FRQVHTXHQFHV�RI�WKH�VWUXFWXUDO�LQIRUPDO�IRUPDO�GLYLGH�LQ�FHUWDLQ�FRXQWULHV��7KLV�SDSHU�VXPPDUL]HV�WKH�UHVXOWV�RI�D�FRXSOH�RI�SLORW�SURMHFWV�FDUULHG�RXW�ZLWK�(&(6�DQG�YDULRXV�(J\SWLDQ�SURIHVVLRQDOV�LQ�WKH�ODVW���PRQWKV�LQ�&DLUR�ZKLFK�ZLOO�LOOXVWUDWH�MXVW�RQH�ZD\�LQ�ZKLFK�WKH�LQIRUPDO�IRUPDO�GLYLGH�PDQLIHVWV�LWVHOI��7KH�REMHFWLYH�RI�WKH�ILUVW�SLORW�SURMHFW�ZDV�WR�PDNH�D�SUHOLPLQDU\�HVWLPDWH�RI�WKH�FRVW�RI�WKH�SURFHGXUHV�UHTXLUHG�E\�SRRUHU�(J\SWLDQV�WR�DFTXLUH�SURSHUW\�RQ�D�IRUPDO�EDVLV��7R�WKLV�HIIHFW��WKH�SURMHFW�VLPXODWHG�WKH�FDVH�RI�DQ�(J\SWLDQ�FLWL]HQ�ZKR�ZLVKHG�WR�IRUPDOO\�DFTXLUH�D�SDUFHO�RQ�
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VWDWH�RZQHG�GHVHUW�ODQG�WR�EXLOG�D�GZHOOLQJ�XQLW�DQG�WKHQ�UHJLVWHU�WKH�SURSHUW\�IROORZLQJ�OHJDOO\�HVWDEOLVKHG�SURFHGXUHV��)ORZFKDUW���EHORZ�VXPPDUL]HV�WKH�ILQGLQJV��LW�UHTXLUHV�WKH�LQGLYLGXDO�WR�FDUU\�RXW����EXUHDXFUDWLF�SURFHGXUHV�LQ�VRPH����GLIIHUHQW�SXEOLF�DQG�SULYDWH�RIILFHV��DOO�RI�ZKLFK�FRXOG�WDNH�VRPH���WR����\HDUV�RI�UHG�WDSH�7KH�REMHFWLYH�RI�WKH�VHFRQG�SLORW�SURMHFW�ZDV�WR�PDNH�D�SUHOLPLQDU\�HVWLPDWH�RI�WKH�SURFHGXUHV�UHTXLUHG�WR�UHJXODUL]H�LQIRUPDOO\�DFTXLUHG�RU�FRQVWUXFWHG�SURSHUW\��,Q�RWKHU�ZRUGV��ZKDW�PXVW�DQ�LQIRUPDO�VHFWRU�EXVLQHVV�GR�WR�PDNH�DPHQGV�DQG�EHFRPH�IRUPDO"�7R�WKLV�HIIHFW��WKH�SURMHFW�VLPXODWHG�WKH�FDVH�RI�DQ�(J\SWLDQ�FLWL]HQ�ZKR�KDG�LQIRUPDOO\�EXLOW�D�GZHOOLQJ�XQLW�RQ�DJULFXOWXUDO�ODQG�DQG�ZLVKHG�WR�KDYH�KLV�RU�KHU�SURSHUW\�ULJKWV�IRUPDOO\�UHFRJQL]HG��)ORZFKDUW���EHORZ�VXPPDUL]HV�WKH�SUHOLPLQDU\�ILQGLQJV��,Q�IRXU�RXW�RI�VL[�SURFHGXUHV�WKDW�FRXOG�EH�IROORZHG��WKH�IRUPDO�RZQHU�ZRXOG�KDYH�WR�DEDQGRQ�WKH�SURFHGXUHV�QRW�RQO\�EHFDXVH�WKH\�DUH�OHQJWK\�EXW�DOVR�EHFDXVH�KH�RU�VKH�UXQV�UHDO�ULVNV�RI�KDYLQJ�WKH�GZHOOLQJ�GHPROLVKHG��VHUYLQJ�D�SULVRQ�WHUP�RI���WR����\HDUV��DQG�SD\LQJ�VWHHS�ILQHV��
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$�PRUH�GHWDLOHG�DFFRXQW�RI�WKHVH�WZR�SLORW�SURMHFWV�DQG�WKH�REVWDFOHV�WR�IRUPDOL]DWLRQ�LV�SUHVHQWHG�LQ�$QQH[����%HIRUH�DWWULEXWLQJ�DQ\�SDUWLFXODU�FXOWXUH�ZLWK�WKH�PDJQLWXGH�RI�DSSDUHQW�ODZOHVVQHVV�DPRQJ�WKH�SRRU�DQG�WKH�DSSDUHQW�GLVRUGHU�LW�EULQJV��LW�LV�HVVHQWLDO�WR�H[DPLQH�WKH�OHJDO�LQVWLWXWLRQV�DQG�WKH�UROH�WKH\�SOD\�LQ�WKH�LQIRUPDO�IRUPDO�GLYLGH��7KHUHIRUH��FUHDWLQJ�IRUPDO�SURSHUW\�IURP�LQIRUPDO�SRVVHVVLRQV�WKDW�FDQ�WKHQ�IXUWKHU�EH�FRQYHUWHG�LQWR�FDSLWDO�LV�D�WDVN�WKDW�JRHV�EH\RQG�UHFRUG�NHHSLQJ��FRPSXWHUV��VXUYH\LQJ�DQG�PDSSLQJ��
���7KH�%HQHILWV�RI�)RUPDOL]LQJ�WKH�3URSHUW\�RI�WKH�3RRU�
)URP�WKH�6WDQGSRLQW�RI�0DFURHFRQRPLF�5HIRUP�3URJUDPV�
(FRQRPLF�UHIRUP�SURJUDPV�ZRXOG�EHQHILW�IURP�SURSHUW\�IRUPDOL]DWLRQ�IRU�WKUHH�SULQFLSDO�UHDVRQV��)LUVW��XQOLNH�PDFURHFRQRPLF�PRGHOV��UHDO�SURSHUW\�LV�DQ�LQWHJUDO�SDUW�RI�GDLO\�OLIH�DQG�FDQ�WKHUHIRUH�EH�HDVLO\�XQGHUVWRRG�E\�DOO��3UREDEO\�VRPH����SHUFHQW�RI�WKH�DVVHWV�SHRSOH�KROG�LQ�HPHUJLQJ�PDUNHWV�FRQVLVW�RI�UHDO�HVWDWH��$V�RSSRVHG�WR�WKH�SRRU�PLQRULWLHV�RI�:HVWHUQ�FRXQWULHV��PRVW�RI�WKH�SRRU�PDMRULWLHV�RXWVLGH�WKH�:HVW�DFWXDOO\�SRVVHVV�UHDO�SURSHUW\��<HW��EHFDXVH�WKH�SRRU�LQ�GHYHORSLQJ�FRXQWULHV�DUH�KDUG�SUHVVHG��HDUQLQJ�D�OLYLQJ��UHDULQJ�FKLOGUHQ�DQG�VXUYLYLQJ��WKH\�FDQQRW�EH�DVNHG�WR�XQGHUVWDQG�UHIRUP�SURJUDPV��HVSHFLDOO\�LI�WKH\�FDQQRW�SHUFHLYH�KRZ�WKH\�FDQ�EHQHILW�IURP�WKHP��8QOHVV�DQ�DWWDLQDEOH�LGHDO�LV�IHDVLEOH��VXFK�DV�HQKDQFLQJ�WKHLU�SRVVHVVLRQV�DQG�WKHLU�ZHOO�EHLQJ�DV�SDUW�RI�WKH�HFRQRPLF�UHIRUP�SROLF\��DWWUDFWLQJ�WKHLU�LQWHUHVW�LV�IXWLOH��7KH�VHFRQG�UHDVRQ�WR�IRFXV�RQ�SURSHUW\�LV�EHFDXVH�PDUNHW�HFRQRPLHV�DUH�QRWKLQJ�PRUH�WKDQ�LQVWLWXWLRQV�FUHDWHG�WR�IDFLOLWDWH�WKH�H[FKDQJH�RI�OHJDOO\�KHOG�SURSHUW\��0DUNHWV�GR�QRW�FUHDWH�JUHDW�ZHDOWK�XQOHVV�WKH�SURSHUW\�DQG�WUDQVDFWLRQ�ULJKWV�RI�FLWL]HQV�FDQ�EH�OHJDOO\�DQG�HIIHFWLYHO\�HQIRUFHG��7KH�GLIIHUHQFH�EHWZHHQ�GHYHORSHG�DQG�XQGHUGHYHORSHG�FRXQWULHV��DIWHU�DOO��LV�QRW�WKDW�RQH�KDV�PDUNHWV�DQG�WKH�RWKHU�GRHV�QRW��0DUNHWV�DUH�DQ�ROG�DQG�XQLYHUVDO�WUDGLWLRQ��(J\SWLDQV�ZHUH�WDNLQJ�WKHLU�SURGXFWV�WR�PDUNHW�ORQJ�EHIRUH�$GDP�6PLWK�ZDV�ERUQ��3HUXYLDQV�ZHUH�WUDGLQJ�ORQJ�EHIRUH�&ROXPEXV�UHDFKHG�$PHULFD��DQG�&KULVW�WKUHZ�PHUFKDQWV�RXW�RI�WKH�WHPSOH�IRU�KDYLQJ�
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GHJUDGHG�LW�LQWR�D�PDUNHW�������\HDUV�DJR��7KH�UHDVRQ�ZK\�VR�FDOOHG�RSHQ�PDUNHW�HFRQRPLHV�KDYH�QRW�EHHQ�YHU\�VXFFHVVIXO�LQ�WKH�0LGGOH�(DVW�DQG�/DWLQ�$PHULFD�LQ�WKH�SDVW�LV�QRW�EHFDXVH�WKHLU�FLWL]HQV�GR�QRW�OLNH�PDUNHWV��EXW�EHFDXVH�WKH\�KDYH�QHYHU�KDG�HQRXJK�IRUPDO�SURSHUW\�WR�PDNH�D�PRGHUQ�PDUNHW�HFRQRP\�SRVVLEOH��7KH�WKLUG�UHDVRQ�LV�WKDW�PDFURHFRQRPLF�UHIRUPV�ZLOO�EH�SROLWLFDOO\�VXVWDLQDEOH�RYHU�WKH�ORQJ�UXQ�RQO\�LI�WKH�PDMRULW\�LV�JLYHQ�WKH�PHDQV�WR�FUHDWH�FDSLWDO�DQG�DFFHVV�WKH�OHJDO�PDUNHW��� RQO\�LI�D�VXEVWDQWLDO�FRQVWLWXHQF\�LV�VXSSRUWLYH��6WDELOL]DWLRQ�DQG�PDFURHFRQRPLF�DGMXVWPHQW�PHDVXUHV��WKDW�RQO\�SURYLGH�RSSRUWXQLWLHV�IRU�D�IHZ�DQG�GR�QRW�FUHDWH�IRUPDO�SURSHUW\�IURP�LQIRUPDO�SRVVHVVLRQV�WKDW�FDQ�WKHQ�IXUWKHU�EH�FRQYHUWHG�LQWR�FDSLWDO��IO\�LQ�WKH�IDFH�RI�KLVWRULFDO�HYLGHQFH��7KH�JUHDW�FRQWUDGLFWLRQ�LQ�D�UHIRUP�SURFHVV�ZKHUH�IRUPDO�SURSHUW\�FDQQRW�EH�DFFHVVHG�E\�WKH�PDMRULW\�LV�WKDW�LW�WHQGV�WR�FRQFHQWUDWH�FDSLWDO�LQ�D�IHZ�KDQGV��8QOHVV�WKH�PDMRULW\�LV�JLYHQ�WKH�PHDQV�WR�IRUP�FDSLWDO��VKDUH�LQ�VXUSOXV�YDOXH�DQG�DFFHVV�H[SDQGHG�PDUNHWV��WKLV�FRQWUDGLFWLRQ�ZLOO�OLNHO\�EHFRPH�IHUWLOH�JURXQG�IRU�FODVV�FRQIURQWDWLRQ��(FRQRPLF�UHIRUP�SURJUDPV�WKDW�VXFFHVVIXOO\�VWDELOL]H�PRQHWDU\�DQG�ILVFDO�YDULDEOHV�DQG�UHGXFH�PDUNHW�GLVWRUWLRQV�DQG�LPSHUIHFWLRQV�KDYH�RQO\�MXVW�FRPSOHWHG�DQ�LQLWLDO�SDUW�RI�WKH�LPSRUWDQW�WDVN�RI�SXWWLQJ�LQ�SODFH�D�PRGHUQ�PDUNHW�HFRQRP\��,I�WKH\�VWRS�DW�WKDW�SRLQW��WKHVH�UHIRUP�SURJUDPV�ZLOO�QRW�EH�LGHQWLILHG�DV�LQVWUXPHQWV�RI�FKDQJH�DQG�ZLOO�HYHQWXDOO\�EH�SHUFHLYHG��� DV�LV�LQFUHDVLQJO\�WKH�FDVH�LQ�VRPH�/DWLQ�$PHULFDQ�FRXQWULHV�WRGD\��� DV�VXSSRUWLQJ�WKH�VWDWXV�TXR�DQG�WKH�SRYHUW\�DQG�GLVVDWLVIDFWLRQ�VWLOO�DIIOLFWLQJ�WKH�PDMRULW\�RI�WKH�SHRSOH��,I�WKLV�DVVRFLDWLRQ�FRQWLQXHV�WR�JURZ��VR�WRR�ZLOO�WKH�YLHZ�WKDW�WKH�GLUHFWLRQ�EHJXQ�ZLWK�HFRQRPLF�UHIRUPV�RQO\�EHQHILWV�WKRVH�ZKR�DUH�DOUHDG\�ULFK�DQG�KDYH�FDSLWDO��7KRVH�ZKR�EHOLHYH�LQ�PRGHUQ�PDUNHW�UHIRUPV�ZLOO�RQO\�VXFFHHG�LI�WKH\�DUH�DEOH�WR�EUHDN�WKH�WUDGLWLRQ�RI�HFRQRPLF�DQG�OHJDO�DSDUWKHLG�ZKLFK�FRQGHPQV�WKH�PDMRULW\�RI�7KLUG�:RUOGHUV�WR�LQIRUPDOLW\�DQG�GHSULYHV�WKHP�RI�DFFHVV�WR�FDSLWDO�DQG�H[SDQGHG�PDUNHWV��
)URP�WKH�6WDQGSRLQW�RI�WKH�3ULYDWH�6HFWRU�DQG�6RFLHW\�LQ�*HQHUDO�
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7KH�IDFW�WKDW�PRVW�DVVHWV�LQ�WKH�GHYHORSLQJ�ZRUOG�DUH�LQIRUPDO�DOVR�KDPSHUV�WKH�DELOLW\�RI�ERWK�WKH�SULYDWH�VHFWRU�DQG�WKH�JRYHUQPHQW�WR�SURYLGH�LQIUDVWUXFWXUH�VHUYLFHV�IRU�WKRVH�ZKR�PRVW�QHHG�WKHP��0DQ\�RI�WKH�SUREOHPV�WKDW�GLVFRXUDJH�WKH�LQYHVWPHQW�QHHGHG�WR�VXSSO\�HOHFWULFLW\��ZDWHU�DQG�JDV�RXWVLGH�WKH�:HVW�� D�PDUNHW�VXSSRVHGO\�ZRUWK�PRUH�WKDQ�86���WULOOLRQ�RYHU�WKH�QH[W���\HDUV�² FDQ�EH�WUDFHG�GRZQVWUHDP�WR�LQIRUPDOLW\��0RVW�RI�WKH�ORVVHV�RI�SXEOLF�XWLOLWLHV�LQ�GHYHORSLQJ�FRXQWULHV�RULJLQDWH�LQ�WKH�LQIRUPDO�VHFWRU��WHFKQLFDO�ORVVHV��GXH�WR�ODFN�RI�LQIRUPDWLRQ�DERXW�XVHUV��DQG�QRQ�WHFKQLFDO�ORVVHV��VXFK�DV�IUDXG��WKHIW�DQG�ODFN�RI�LQGLYLGXDO�DFFRXQWDELOLW\��UHSUHVHQW�VRPH����SHUFHQW�WR����SHUFHQW�RU�PRUH�RI�WRWDO�VXSSOLHV��YHUVXV���SHUFHQW�LQ�WKH�8QLWHG�6WDWHV�DQG�:HVWHUQ�(XURSH��7KLV�LV�HDV\�WR�XQGHUVWDQG�ZKHQ�ZDONLQJ�WKURXJK�FLWLHV��WRZQV�DQG�IDUPV�LQ�HPHUJLQJ�PDUNHWV�DQG�FRQVLGHU�KRZ�GLIILFXOW�LW�LV�WR�FROOHFW�GHEWV�ZKHQ�\RX�GR�QRW�NQRZ�IRU�FHUWDLQ�ZKR�RZQV�WKH�WHUPLQDO�ZKHUH�WKH�XWLOLWLHV¶�ZLUH�RU�WXEH�HQGV��0RUHRYHU��EHFDXVH�LQIRUPDO�SURSHUW\�KROGHUV�FDQQRW�GHIHQG�WKHLU�DVVHWV�WKURXJK�IRUPDO�ODZ��WKH\�KDYH�KDG�WR�³PDVVLI\´�LQWR�GHIHQVH�RUJDQL]DWLRQV�ZKLFK�SURWHFW�WKHLU�SURSHUW\�ULJKWV�FROOHFWLYHO\�XVLQJ�SROLWLFDO�GHYLFHV�DQG�SUHVVXUH��8QGHU�WKHVH�FLUFXPVWDQFHV��LW�LV�GLIILFXOW��LI�QRW�LPSRVVLEOH��IRU�LQYHVWRUV�DQG�HQWUHSUHQHXUV�WR�LGHQWLI\�LQGLYLGXDOO\�DFFRXQWDEOH�FXVWRPHUV�DQG��WKHUHIRUH��WR�VXSSO\�WKH�EDVLF�LQIUDVWUXFWXUH�ZKLFK�PRVW�FLWL]HQV�VHYHUHO\�ODFN��&LYLOL]HG�OLYLQJ�LQ�PDUNHW�HFRQRPLHV�LV�QRW�VLPSO\�GXH�WR�JUHDWHU�SURVSHULW\�EXW�WR�WKH�RUGHU�WKDW�IRUPDOL]HG�SURSHUW\�ULJKWV�EULQJ��+HUHZLWK�IROORZ�D�IHZ�H[DPSOHV��:KHQ�SRRU�SHRSOH�KDYH�FRQILGHQFH�WKDW�ODQG�LV�IRUPDOO\�WKHLUV��WKHLU�UHVSHFW�IRU�RWKHU�SHRSOH¶V�ODQG�DOVR�LQFUHDVHV��/LNH�PDQ\�VXEYHUVLYH�JURXSV�LQ�WKH�ZRUOG��3HUX¶V�6KLQLQJ�3DWK�PDGH�JDLQV�DPRQJ�SHDVDQWV�E\�VHWWOLQJ�ERXQGDU\�GLVSXWHV�DQG�SURWHFWLQJ�WKHLU�ODQG�IURP�WKUHDW�RI�UHDO�RU�LPDJLQHG�H[SURSULDWLRQ��)RUPDO�WLWOH�ZRXOG�JLYH�WKH�SRRU�RI�WKH�$PD]RQ�EDVLQ�OHJDO�DOWHUQDWLYHV�WR�VHOOLQJ�FRFD�OHDYHV�WR�GUXJ�WUDIILFNHUV��$V�ORQJ�DV�WKH�IDUPHUV�ZKR�JURZ�FRFD�UHPDLQ�LQIRUPDO��ORQJHU�WHUP�FDVK�FURSV�IRU�OHJDO�PDUNHWV�ZLOO�EH�OHVV�LQWHUHVWLQJ�WR�JURZ�DQG�WUDIILFNLQJ�PRQH\�ZLOO�FRQWLQXH�WR�EH�WKH�RQO\�PHDQV�WR�JDLQ�DFFHVV�WR�FUHGLW��0RUHRYHU��ZLWKRXW�UHJLVWHUHG�SURSHUW\�WKH�JRYHUQPHQW�FDQQRW�ILQG�WKHP��LGHQWLI\�WKHP�RU�UHDFK�DQ�HQIRUFHDEOH�FURS�VXEVWLWXWLRQ�DJUHHPHQW�ZLWK�WKHP��3URSHUW\�UHFRUGV�DOVR�JLYH�WKH�SROLFH�WKH�SRVVLELOLW\�RI�DFWLQJ�PRUH�VHOHFWLYHO\�EHFDXVH�WKH\�FDQ�DFFHVV�
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DGGUHVVHV�DQG�RWKHU�SURSHUW\�UHODWHG�UHSUHVHQWDWLRQV�ZKLFK�VKRXOG�DOORZ�WKHP�WR�LPSRVH�RUGHU�ZLWK�JUHDWHU�SRVVLELOLWLHV�IRU�UHVSHFWLQJ�KXPDQ�ULJKWV��)LQDOO\��IURP�DQ�HFRORJLFDO�SHUVSHFWLYH��ZKHQ�IRUPDO�WLWOH�LV�QRW�WKHUH�WR�SURYLGH�VHFXULW\�RI�WHQXUH��SODQQLQJ�KRUL]RQV�DUH�VKRUWHU�DQG�VR�WKH�LQFHQWLYHV�WR�SURWHFW�ODQG��ZDWHU�DQG�IRUHVW�DUH�PLVVLQJ��,QYHVWPHQWV�WR�LPSURYH�VRLO��UHGXFH�HURVLRQ�DQG�FRQWURO�WKH�DFFXPXODWLRQ�RI�UXEELVK�DUH�OHVV�OLNHO\�WR�EH�PDGH��LQIRUPDO�RZQHUVKLS�LQWURGXFHV�D�ELDV�DJDLQVW�WKH�LQWHQVLYH�GHYHORSPHQW�RI�H[LVWLQJ�ODQG�LQ�IDYRU�RI�H[SDQVLRQ�RQ�WR�YLUJLQ�ODQG��:KHQ�RZQHUVKLS�LV�XQFHUWDLQ��WKHUH�LV�D�WHQGHQF\�WR�³PLQH´�WKH�ODQG�E\�PD[LPL]LQJ�LWV�VKRUW�UXQ�SURGXFWLRQ�DW�WKH�H[SHQVH�RI�SUHVHUYLQJ�LWV�ORQJ�WHUP�YDOXH��&URSV��VXFK�DV�WUHHV��ZKRVH�FXOWLYDWLRQ�FDQ�HQKDQFH�WKH�HQYLURQPHQW�EXW�ZKLFK�UHTXLUH�PDQ\�\HDUV�EHIRUH�WKH\�WXUQ�D�SURILW��DUH�VLPSO\�QRW�SODQWHG��
)URP�WKH�6WDQGSRLQW�RI�*RYHUQPHQW�LQ�*HQHUDO�
,W�LV�FOHDU�WKDW�IRUPDO�SURSHUW\�LV�PRUH�WKDQ�MXVW�DERXW�RZQHUVKLS��,W�DFWXDOO\�FUHDWHV�LQFHQWLYHV�DQG�DQ�RUJDQL]DWLRQDO�QHWZRUN�WKDW�FDSWXUHV��SURFHVVHV�DQG�WUDQVPLWV�LQIRUPDWLRQ��,W�SURYLGHV�D�VSDFH�DQG�D�ODQJXDJH�ZKHUH�KXPDQ�SURGXFWLYLW\�DQG�HQGHDYRUV�FDQ�PHHW��0RUHRYHU��QRQ�:HVWHUQ�HIIRUWV�WR�FUHDWH�HFRQRPLFDOO\�HQIUDQFKLVHG�FLWL]HQV�ZLOO�DOZD\V�EH�KDQGLFDSSHG�VR�ORQJ�DV�LQIRUPDOLW\�SHUVLVWV��,W�LV�WKH�SUHVHQFH�RI�ZLGHVSUHDG�LQIRUPDOLW\�WKDW�LV�UHVSRQVLEOH�IRU�WKH�SHUYDVLYH�ODFN�RI�NQRZOHGJH�DERXW�WKH�PDMRULW\�RI�HFRQRPLF�DFWLYLWLHV�DQG�DVVHWV�LQ�WKHVH�FRXQWULHV�DQG�WKH�DEVHQFH�RI�PHDQV�WR�GHDO�ZLWK�WKHP��3UREOHPV�FUHDWHG�E\�LQIRUPDO�SURSHUW\�JR�IDU�LQ�H[SODLQLQJ��ZK\�PDFURHFRQRPLF�VWDELOL]DWLRQ�DQG�VWUXFWXUDO�DGMXVWPHQW�SURJUDPV�WKDW�KDYH�QRW�EHHQ�DEOH�WR�EHQHILW�WKH�RYHUZKHOPLQJ�PDMRULW\�RI�WKH�SRSXODWLRQ�KDYH�IDLOHG�WR�FUHDWH�VXSSRUW�IRU�VXVWDLQDEOH�PDUNHW�HFRQRPLF�V\VWHPV��ZK\�WKHUH�LV�D�ODFN�RI�FUHGLW�DW�UHDVRQDEOH�FRVW�IURP�WKH�IRUPDO�EDQNLQJ�V\VWHP�IRU�WKLV�VDPH�PDMRULW\��ZK\�WKH�ULVNV�LQ�ILQDQFLQJ�DQG�SURYLGLQJ�LQIUDVWUXFWXUH�VHUYLFHV�VXFK�DV�HOHFWULFLW\��ZDWHU�DQG�JDV��GXH�WR�KXJH�ORVVHV�UHVXOWLQJ�IURP�WKHIW�DQG�WKH�LQDELOLW\�WR�SODQ�HIILFLHQW�GLVWULEXWLRQ�IDFLOLWLHV�DUH�VR�KLJK��ZK\�JRYHUQPHQWV�KDYH�VR�PDQ\�GLIILFXOWLHV�LQ�PRWLYDWLQJ�SULYDWH�LQYHVWPHQW�LQ�DUHDV�ZKHUH�WKH\�DUH�PRVW�DQ[LRXV�WR�WULJJHU�GHYHORSPHQW��ZK\�ILVFDO�DXWKRULWLHV�FDQQRW�FROOHFW�WD[HV�
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HIILFLHQWO\��VHULRXVO\�KDQGLFDSSLQJ�WKH�DELOLW\�RI�JRYHUQPHQWV�WR�SHUIRUP�WKHLU�GXWLHV�DGHTXDWHO\��ZK\�WKHUH�LV�JURZLQJ�LQVHFXULW\�LQ�WKH�VOXPV��VTXDWWHU�VHWWOHPHQWV�DQG�KLQWHUODQG�RI�PDQ\�GHYHORSLQJ�FRXQWULHV��DQG�ZK\�JRYHUQPHQWV�DUH�XQDEOH�WR�PDLQWDLQ�ODZ�DQG�RUGHU��DQG��ILQDOO\�ZK\�PDQ\�FRXQWULHV�LQ�VSLWH�RI�EX\LQJ�PRUH�DXWRPDWLRQ�KDUGZDUH�DQG�VRIWZDUH�DUH�IDLOLQJ�WR�FUHDWH�DQ�LQIRUPDWLRQ�UHYROXWLRQ�GXH�WR�WKH�ODFN�RI�LQIRUPDWLRQ�LQSXW�IRU�FRPSXWHUV�RQ�WKH�PDMRULW\�RI�WKH�SRSXODWLRQ�DQG�LWV�DVVHWV��7KHVH�DUH�MXVW�VRPH�RI�WKH�SUREOHPV��3HRSOH�LQ�D�PDUNHW�HFRQRP\�HQYLURQPHQW��ZLWKRXW�D�V\VWHP�WKDW�DOORZLQJ�WKHP�WR�H[HUFLVH�IRUPDO�SURSHUW\�ULJKWV�RYHU�WKHLU�DVVHWV��DUH�KHOSOHVV��,QIRUPDO�SRVVHVVLRQV�ZLWKRXW�D�ZLGHVSUHDG�IRUPDO�SURSHUW\�V\VWHP�LV�OLNH�D�VRFLHW\�ZKHUH�SHRSOH�KDYH�WHOHSKRQHV�ZLWKRXW�WKH�OLQHV�DQG�D�FHQWUDO�VZLWFKERDUG�WKDW�FRQQHFWV�WKHP�WR�RWKHU�WHOHSKRQHV��7KHUH�FDQ�EH�QR�PRGHUQ�JRYHUQDQFH�LQ�D�VXVWDLQDEOH�PDUNHW�HFRQRP\�ZLWKRXW�IRUPDO�SURSHUW\��,W�LV�FUXFLDO�WR�XQGHUVWDQG�WKDW�SURSHUW\�JRHV�EH\RQG�SRVVHVVLRQ�DQG�RZQHUVKLS�EHFDXVH�FUHDWLQJ�SURSHUW\�LV�HVVHQWLDOO\�DERXW�EXLOGLQJ�LQVWLWXWLRQV��/LNH�JRYHUQPHQW�DQG�PRQH\��IRUPDO�SURSHUW\�LV�FUHDWHG�WKURXJK�KXPDQ�DJUHHPHQWV�IRU�YHU\�VSHFLILF�XWLOLWDULDQ�SXUSRVHV��,W�GRHV�QRW�UHTXLUH�DQ�LQFUHPHQW�WR�ZKDW�LV�DOUHDG\�NQRZQ��EXW�DQ�XQGHUVWDQGLQJ�RI�WKH�SKHQRPHQRQ��DQG�WKH�UHYDOXDWLRQ�RI�H[LVWLQJ�SHUFHSWLRQV��1RWKLQJ�VKRUW�RI�D�UHYROXWLRQDU\�SURFHVV��
���:K\�:DV�3URSHUW\�)RUPDOL]DWLRQ�1RW�3UHYLRXVO\�3HUFHLYHG�DV�D�&UXFLDO�0LVVLQJ�,QJUHGLHQW�IRU�0DFURHFRQRPLF�5HIRUPV"�:K\�ZDV�WKH�LPSRUWDQFH�RI�WKH�IRUPDO�LQIRUPDO�GLYLGH�QRW�EHIRUH�UHFRJQL]HG"�:K\�ZDV�SURSHUW\�QRW�WKRXJKW�RI�LQ�WKH�IRUPDO�LQIRUPDO�FRQWH[W"�:K\�KDV�WKH�:HVW�EHHQ�XQDEOH�WR�WHDFK�GHYHORSLQJ�FRXQWULHV�KRZ�WR�FUHDWH�IRUPDO�SURSHUW\�IURP�WKH�SRVVHVVLRQV�RI�WKH�SRRU"�:K\�KDYH�WKH�KXQGUHGV�RI�WKRXVDQGV�RI�7KLUG�:RUOG�DQG�IRUPHU�FRPPXQLVW�FLWL]HQV�ZKR�KDYH�VWXGLHG�LQ�WKH�:HVW�QRW�FRPH�KRPH�ZLWK�WKH�DQVZHUV"�$W�SUHVHQW��P\�UHSO\�WR�WKHVH�TXHVWLRQV�LV�� IRU�ZDQW�RI�D�EHWWHU�ZRUG�� D�ODJ��$�JHQHUDO�ODJ�LQ�XQGHUVWDQGLQJ�WKDW�FDQ�EH�EURNHQ�GRZQ�LQWR�DW�OHDVW�IRXU�SDUWV��KLVWRULFDO��SROLWLFDO��FXOWXUDO��DQG�WHFKQRFUDWLF��
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7KH�+LVWRULFDO�/DJ�
7KHUH�LV�QR�DFFRXQW�RI�WKH�:HVWHUQ�FRXQWULHV¶�WUDQVLWLRQ�IURP�SDWULPRQ\�RU�IHXGDOLVP�WR�SURSHUW\�LQ�D�PDQQHU�WKDW�FDQ�EH�XVHIXO�WR�D�SROLWLFLDQ�RU�WHFKQRFUDW�LQ�DQ�HPHUJLQJ�PDUNHW�QDWLRQ�ORRNLQJ�IRU�FOXHV�DV�WR�KRZ�WR�IRUPDOL]H�LQIRUPDO�SURSHUW\��2QH�UHDVRQ�LV�WKDW�:HVWHUQ�VFKRODUV�KDYH�QRW�KDG�HQRXJK�WLPH�WR�GHWHUPLQH�MXVW�ZKDW�WKHLU�IRUHIDWKHUV�GLG�WR�PDNH�SURSHUW\�D�UHDOLW\��$IWHU�DOO��FRQWUDU\�WR�SRSXODU�RSLQLRQ��IRUPDO�SURSHUW\�DV�FRQVLGHUHG�KHUH�LV�D�UHODWLYHO\�UHFHQW�SKHQRPHQRQ��,Q�WKH�:HVW�LW�LV�SUREDEO\�QRW�PRUH�WKDQ�����\HDUV�ROG�DQG�LQ�PRVW�:HVWHUQ�FRXQWULHV�LW�RQO\�EHFDPH�ZLGHVSUHDG�DERXW�����\HDUV�DJR��LQ�-DSDQ�OHVV�WKDQ�����6LQFH�LW�ZDV�SUREDEO\�PRUH�WKH�UHVXOW�RI�XQFRQVFLRXV�HYROXWLRQ�WKDQ�FRQVFLRXV�SODQQLQJ��WKH�LPSOLFDWLRQV�DQG�FRQVHTXHQFHV�RI�SURSHUW\�FUHDWLRQ�RQO\�EHFRPH�DSSDUHQW�ZLWK�WLPH��:HVWHUQHUV�KDYH�QRW�EHHQ�DEOH�WR�FODULI\�WKH�LVVXH�EHFDXVH�RQFH�WKH\�ILQLVKHG�HQUROOLQJ�DOO�WKHLU�DVVHWV�LQWR�D�IRUPDO�V\VWHP��IRUPDOLW\�ZDV�WDNHQ�IRU�JUDQWHG�DQG�VXQN�LQWR�WKH�FROOHFWLYH�XQFRQVFLRXV��$V�$OEHUW�(LQVWHLQ�RQFH�VDLG��³:KDW�GRHV�WKH�ILVK�NQRZ�DERXW�WKH�ZDWHU�LQ�ZKLFK�LW�VZLPV"´�7KH�VHFRQG�UHDVRQ�LV�WKDW�MXVW�DV�KLVWRU\�LV�XVXDOO\�ZULWWHQ�IURP�WKH�YLFWRU¶V�YLHZSRLQW��VR�SURSHUW\�LV�FRQVLGHUHG�IURP�WKH�SRLQW�RI�YLHZ�RI�GHYHORSHG�FRXQWULHV��%\�WKH�WLPH�WKH�VXEMHFW�ZDV�UDLVHG�LQ�WKH�:HVW��ODUJHO\�IURP�D�SURVSHFWLYH�SRLQW�RI�YLHZ��SURSHUW\�DV�D�SKHQRPHQRQ��DOWKRXJK�IDU�IURP�IXOO\�GHYHORSHG��KDG�DOUHDG\�OHIW�WKH�QXUVHU\�DQG�PRVW�FRPPHQWDWRUV�PLVVHG�WKH�PRPHQW�RI�FRQFHSWLRQ��7R�IXUWKHU�FRQIXVH�PDWWHUV��WKLV�WUHQG�KDV�FRQWLQXHG�DQG�WRGD\¶V�EXUJHRQLQJ�OLWHUDWXUH�RQ�IRUPDO�SURSHUW\�HLWKHU�WDNHV�LWV�JHQHVLV�IRU�JUDQWHG��RU�DWWULEXWHV�GLIILFXOWLHV�LQ�JHQHUDWLQJ�SURSHUW\�V\VWHPV�WR�DUJXDEOH�³FXOWXUDO�GLIIHUHQFHV�´�7KH�WKLUG�UHDVRQ�ZK\�WKH�SURFHVV�RI�IRUPDO�SURSHUW\�FUHDWLRQ�LV�GLIILFXOW�WR�LGHQWLI\�LV�WKDW�WKH�WUDQVIRUPDWLRQ�WRRN�SODFH�RYHU�D�ORQJ�SHULRG�RI�WLPH�DV�WKH�FXVWRPV�DQG�QRUPV�RI�WKH�SHDVDQWV�ZHUH�VORZO\�DEVRUEHG�LQWR�IRUPDO�ODZ��,W�LV�KDUG�WR�IROORZ�WKH�WKUHDG�RI�WKH�VWRU\�DQG�WR�LVRODWH�LW�IURP�RWKHU�IDFWV��,Q�*HUPDQ\��IRU�H[DPSOH��WKH�SURFHVV�E\�ZKLFK�SURSHUW\�ZDV�IRUPDOL]HG�EHJDQ�LQ�WKH���WK�FHQWXU\��ZKHQ�ZULWWHQ�GRFXPHQWV�ILUVW�UHSODFHG�WKH�LQIRUPDO�RUDO�ULWHV�XVHG�E\�WKH�



(&(6�'/6����GH�6RWR������

���

SHDVDQWU\��EXW�LW�ZDV�QRW�FRPSOHWHG�XQWLO������ZKHQ�WKH�*UXQGEXFK�V\VWHP�IRU�UHFRUGLQJ�ODQG�WUDQVDFWLRQV�ZDV�ILQDOO\�H[WHQGHG�WR�WKH�ZKROH�FRXQWU\��7KH�IRXUWK�UHDVRQ�ZK\�WKH�FRQQHFWLRQ�EHWZHHQ�IRUPDOL]DWLRQ�DQG�WKH�PDUNHW�KDV�ODUJHO\�EHHQ�RYHUORRNHG�LV�WKDW�SUHVVXUHV�E\�LQIRUPDO�WHQDQWV�WR�FRQYHUW�SDWULPRQLDO�ODQG�DQG�SROLWLFDO�FRQFHVVLRQV�LQWR�ZLGHVSUHDG�IRUPDO�SURSHUW\�DUH�RIWHQ�KLGGHQ�EHQHDWK�RWKHU�XQUHODWHG�KLVWRULFDO�HYHQWV��7KH�DSSHDUDQFH�RI�ZLGHVSUHDG�SURSHUW\�RZQHUVKLS�LQ�)UDQFH�LV�YLHZHG�DV�WKH�WULXPSK�RYHU�IHXGDOLVP�UDWKHU�WKDQ�WKH�EHJLQQLQJ�RI�D�IRUPDOL]DWLRQ�SURFHVV��7KH�FRQFHVVLRQV�RQ�SURSHUW\�H[WHQGHG�WR�*HUPDQ�SHDVDQWV�DW�WKH�EHJLQQLQJ�RI�WKH���WK�FHQWXU\�DUH�UHPHPEHUHG�DV�D�WDFWLF�IRU�HQOLVWLQJ�WKHLU�VXSSRUW�DJDLQVW�1DSROHRQ�DQG�LQVXODWLQJ�WKHP�IURP�WKH�HIIHFWV�RI�WKH�)UHQFK�5HYROXWLRQ��UDWKHU�WKDQ�DV�WKH�RIILFLDO�LQLWLDWLRQ�RI�DZDUGLQJ�WLWOH�WR�FRPPRQ�IRON��7KH�JUDQWLQJ�RI�IRUPDO�SURSHUW\�ULJKWV�WR�KRPHVWHDGHUV�DQG�VTXDWWHUV�LQ�1RUWK�$PHULFD�LV�UHFRXQWHG�DV�D�SROLWLFDO�VWUDWHJ\�IRU�H[SDQGLQJ�WHUULWRU\�E\�SXVKLQJ�EDFN�,QGLDQV��0H[LFDQV�DQG�(XURSHDQ�FRORQLVWV��,Q�-DSDQ��6RXWK�.RUHD�DQG�7DLZDQ�WKH�PDVVLYH�FDPSDLJQ�WR�IRUPDOL]H�WKH�SURSHUW\�RI�IDUPHUV�DIWHU�WKH�6HFRQG�:RUOG�:DU�LV�IL[HG�LQ�PHPRU\�DV�D�SROLF\�WR�GHVWUR\�D�IHXGDO�FODVV��FRQWDLQ�FRPPXQLVP�DQG�ZHDNHQ�ORFDO�HOLWHV��UDWKHU�WKDQ�DV�RQH�RI�WKH�PRVW�LPSRUWDQW�PHDVXUHV�WDNHQ�IRU�PDUNHW�HFRQRP\�V\VWHPV�WR�IORXULVK��7KH�ILIWK�UHDVRQ�LV�WKDW�H[LVWLQJ�OLWHUDWXUH�RQ�WKH�KLVWRU\�RI�(XURSH��1RUWK�$PHULFD�DQG�-DSDQ�ZDV�QRW�ZULWWHQ�IURP�WKH�DQJOH�RI�WKH�WUDQVLWLRQ�IURP�LQIRUPDO�WR�IRUPDO�SURSHUW\��7KHUHIRUH��IHZ�SHRSOH��LI�DQ\��KDYH�SHUFHLYHG�WKDW�SURSHUW\�ULJKWV�GHYHORSPHQWV��OLNH�WKRXJKW�SDWWHUQV�DQG�VRFLDO�EHKDYLRU��VHHP�WR�FRPH�LQWR�HIIHFW�DW�GLIIHUHQW�WLPHV�LQ�HDFK�FRXQWU\��EXW�DW�WKH�VDPH�VWDJH�LQ�WKH�KLVWRULFDO�GHYHORSPHQW�SURFHVV��,Q�RWKHU�ZRUGV��WKH�FXOWXUDO�GLIIHUHQFHV�EHWZHHQ�1RUWK�DQG�6RXWK�DUH�LQWHUHVWLQJ�DQG�FKDUPLQJ��EXW�WKH\�LQ�IDFW�VHUYH�OHVV�LQ�XQUDYHOLQJ�WKH�P\VWHULHV�RI�GHYHORSPHQW�FRPSDUHG�ZLWK�WKH�FXOWXUDO�VLPLODULWLHV�RI�VRFLHWLHV�DW�WKH�VDPH�GHYHORSPHQWDO�VWDJH�EXW�DW�GLIIHUHQW�WLPHV�LQ�ZRUOG�KLVWRU\��7RGD\��WKH�SUREOHPV�IDFLQJ�HPHUJLQJ�PDUNHWV�DUH�EHVW�XQGHUVWRRG�LI�FRQVLGHUHG�IURP�WKH�SRLQW�RI�YLHZ�RI�:HVWHUQ�FRXQWULHV��HVSHFLDOO\�GXULQJ�WKH�HLJKWHHQWK�DQG�QLQHWHHQWK�FHQWXULHV��$W�WKDW�WLPH��SURSHUW\�ZDV�EHLQJ�ERUQ�LQ�WKH�:HVW��,QIRUPDO�JURXSV�ZHUH�IDVKLRQLQJ�UXOHV�WR�JRYHUQ�WKHLU�
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RZQ�UHODWLRQVKLSV�UHJDUGLQJ�SURSHUW\��7KHVH�UXOHV�DURVH�HLWKHU�EHFDXVH�RI�WKH�DEVHQFH�RI�UHOHYDQW�JXLGDQFH�IURP�ORFDO�DQG�QDWLRQDO�JRYHUQPHQWV��RU�EHFDXVH�JRYHUQPHQW�LPSRVHG�UXOHV�ZHUH�FRQVLGHUHG�LQHIIHFWLYH��:KHQ�GLVFRYHULQJ�WKH�H[LVWHQFH�RI�SULYDWHO\�GHYHORSHG�UXOHV�RQ�SURSHUW\��JRYHUQPHQWV�ILQDOO\�UHYLVHG��DFFHSWHG�DQG�V\VWHPDWL]HG�WKRVH�UXOHV��1HDUO\�DOO�:HVWHUQ�FRXQWULHV�ZHQW�WKURXJK�D�VWDJH�ZKHUH�WKHLU�RIILFLDOV�UHFRJQL]HG�WKH�SRWHQWLDO�EHQHILWV�RI�LQIRUPDO�SRSXODU�UXOH�PDNLQJ��DQG�LQFRUSRUDWHG�WKH�SURGXFW�RI�WKDW�SURFHVV�LQWR�QDWLRQDO�RU�IHGHUDO�ODZ��7KLV�LV�ZKDW�KDSSHQHG�LQ�SRVW�6HFRQG�:RUOG�:DU�-DSDQ�DW�WKH�WLPH�RI�86�RFFXSDWLRQ�ZKHQ�.XEDNXV��RU�YLOODJH�KDPOHW�DXWKRULWLHV��PDGH�WKH�FUXFLDO�GHFLVLRQ�WR�UHFRJQL]H�WKH�ULJKWV�RI�WKH�SHRSOH�WR�REWDLQ�WKH�SUHYLRXVO\�IHXGDO�ODQG�KROGLQJV��,W�ZDV�DOVR�WKH�FDVH�GXULQJ�WKH�6WHLQ�+DUGHQEHUJ�UHIRUPV�DW�WKH�EHJLQQLQJ�RI�WKH�QLQHWHHQWK�FHQWXU\�LQ�3UXVVLD��ZKLFK�ZHUH�H[WHQGHG�WR�DOO�RI�*HUPDQ\�E\�WKH�HQG�RI�WKH�QLQHWHHQWK�FHQWXU\��$QG�LW�ZDV�GHILQLWHO\�WKH�FDVH�DW�WKH�HQG�RI�WKH�ODVW�FHQWXU\�DQG�WKH�EHJLQQLQJ�RI�WKLV�FHQWXU\�ZLWK�(XJHQ�+XEHU¶V�UHIRUPV�LQ�6ZLW]HUODQG��ZKHUH�ORFDO�FXVWRPV�DQG�GHFLVLRQV�RI�SULYDWH�JURXSV�ZHUH�EURXJKW�WRJHWKHU�E\�WKH�IHGHUDO�JRYHUQPHQW�WR�FUHDWH�SURSHUW\�FXUUHQF\�WKURXJKRXW�WKH�6ZLVV�FRQIHGHUDWLRQ��7KH�VDPH�ZDV�WUXH��RI�FRXUVH��LQ�WKH�8QLWHG�6WDWHV�RI�WKH�QLQHWHHQWK�FHQWXU\�ZKHUH�D�JUHDW�GHDO�RI�ZKDW�LV�WRGD\�FRQVLGHUHG�VWDEOH�SULYDWH�SURSHUW\�KDG�LWV�RULJLQ�LQ�SULYDWH�GHFLVLRQ�PDNLQJ�DW�WLPHV�RI�JUHDW�PLJUDWRU\�PRYHPHQWV��7KHLU�GHFLVLRQV�ZHUH�ODWHU�YDOLGDWHG�E\�6WDWH�/HJLVODWXUHV��WKH�86�&RQJUHVV�DQG��VXEVHTXHQWO\��WKH�86�6XSUHPH�&RXUW��ZKLFK�UHFRJQL]HG�WKDW�FHUWDLQ�UXOHV�RI�JRYHUQPHQW�UHJDUGLQJ�ULJKWV�WR�ODQG�ZHUH�IUDPHG�E\�WKH�³LQJHQXLW\�RI�WKH�$PHULFDQ�SHRSOH�´�7KH�YDOLGDWLRQ�DQG�V\VWHPDWL]DWLRQ�RI�LQIRUPDO�UHDO�HVWDWH�RFFXUUHG�DOO�WKURXJKRXW�WKH�:HVW��ZKHQ�WKH�ODZ�ZDV�QRW�DEOH�WR�NHHS�XS�ZLWK�PLJUDWLRQ�RU�WKH�UDSLG�HYROXWLRQ�RI�WKH�VRFLDO�FRQWUDFW��,QIRUPDO�DUUDQJHPHQWV�JLYHQ�GXH�SURFHVV�KDYH�EHHQ�WKH�VRXUFH�RI�QHZ�ODZ�LQ�DOO�GHYHORSHG�FRXQWULHV��$OO�WKHVH�SURFHVVHV�HVVHQWLDOO\�FRQVWLWXWHG�D�UHYROXWLRQ��D�UHYROXWLRQ�E\�ODZ��'HYHORSLQJ�QDWLRQV�DQG�IRUPHU�FRPPXQLVW�FRXQWULHV�DUH�QRZ�IDFHG�ZLWK�WKLV�UHYROXWLRQ��%XW�WKH\�DUH�PLVVLQJ�WKH�WRROV�QHHGHG�WR�DYRLG�IXUWKHU�XQQHFHVVDU\�ODJV�LQ�FKDQJLQJ�WKH�ODZ�WR�DGDSW�LWVHOI�WR�WKH�UHDOLW\�RI�PDVVLYH�LQIRUPDOLW\�LQ�RXU�FRXQWULHV��HVSHFLDOO\�LQ�WKH�ODVW����RU����\HDUV��
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,W�LV�LPSRUWDQW�WR�XQGHUVWDQG�WKDW�WKH�FXUUHQW�IXQGDPHQWDO�SUREOHP�RI�SURSHUW\�LQ�GHYHORSLQJ�QDWLRQV�DQG�IRUPHU�FRPPXQLVW�VWDWHV�LV�GLIIHUHQW�IURP�WKH�SURSHUW\�TXHVWLRQ�LQ�WKH�:HVW��,Q�WKH�:HVW�WKH�DUJXPHQW�LV�RYHU�WKH�VDQFWLW\�RI�LQGLYLGXDO�SURSHUW\�ULJKWV�DQG�WKH�FRQFHUQV�RI�WKH�ULFK�IRU�WKHLU�SRVVHVVLRQV��7KH�FDVH�RI�GHYHORSLQJ�FRXQWULHV�DQG�IRUPHU�FRPPXQLVW�QDWLRQV�LV�GLIIHUHQW��LW�LV�SULQFLSDOO\�DERXW�WKH�ODFN�RI�DFFHVV�WR�IRUPDO�SURSHUW\�E\�WKH�RYHUZKHOPLQJ�PDMRULW\��2QO\�ZKHQ�WKH�DFFHVV�LVVXH�LV�VHWWOHG�ZLOO�WKH�FXUUHQW�:HVWHUQ�GHEDWH�DQG�LVVXHV�RQ�SURSHUW\�WDNH�FHQWHU�VWDJH��
7KH�3ROLWLFDO�/DJ�
+LVWRU\�VHHPV�WR�LPSO\�WKDW�WKH�JHQHVLV�RI�IRUPDOL]HG�SURSHUW\�EHJDQ�IURP�WKH�ERWWRP�XS��� WKH�VXUIDFLQJ�RI�LQIRUPDO�ODZ�LQ�VRPH�FDVHV�UDQ�FRXQWHU�WR�RIILFLDO�ODZ��7KH�WUDQVLWLRQ�WR�IRUPDOL]HG�SURSHUW\�ZDV�HVVHQWLDOO\�QRW�SUHPHGLWDWHG��EXW�ZDV�UDWKHU�VRPHWKLQJ�WKH�GHYHORSHG�ZRUOG�VWXPEOHG�XSRQ�QRW�ORQJ�DJR��7KH�SROLWLFDO�UHJLPHV�LQ�SODFH�WRGD\�DUH�WKRVH�ZKLFK�UHFRJQL]HG�WKDW�SURSHUW\�LV�D�FUHDWLRQ�RI�WKH�ODZ�MXVWLILHG�E\�XWLOLWDULDQ�FRQVLGHUDWLRQV�DQG�WKH�OHJLWLPDWH�DQG�SHDFHIXO�LQWHUHVWV�RI�D�VRFLDO�PDMRULW\��7KH�:HVW�EHFDPH�ZKDW�LW�LV�WRGD\�WKURXJK�D�FORVH�UHODWLRQVKLS�EHWZHHQ�ZKDW�ZDV�KDSSHQLQJ�DW�WKH�ERWWRP�DQG�ZKDW�RFFXUUHG�DW�WKH�WRS��*UDVVURRWV�HFRQRPLF�LQLWLDWLYHV�ZHUH�DV�UHOHYDQW�LQ�FUHDWLQJ�WKH�ODZV�RI�GHYHORSHG�FRXQWULHV�DV�VWDWXWHV�DQG�FRXUW�GHFLVLRQV��0DQ\�\HDUV�EHIRUH�WKH�ODZ�ZDV�V\VWHPDWL]HG�LQWR�D�GLVWLQFW�VWUXFWXUH�PDQDJHG�E\�SURIHVVLRQDOO\�WUDLQHG�VSHFLDOLVWV��WKHUH�ZDV�DQ�LQIRUPDO�RUGHU�ZKLFK�JDYH�ULVH�WR�LW��)RU�GHFDGHV�LQIRUPDOLW\�LQ�WKH�GHYHORSLQJ�ZRUOG�ZDV�FRQVLGHUHG�DQ�LVVXH�RI�PDUJLQDOLW\��VXFK�DV�EODFN�PDUNHWV��SRYHUW\��RU�XQHPSOR\PHQW�LQ�GHYHORSHG�FRXQWULHV��,W�ZDV�VRPHWKLQJ�IRU�DQWKURSRORJLVWV�OLNH�0DUJDUHW�0HDG��DQG�KXPDQ�ULJKWV�KHURHV�OLNH�0RWKHU�7HUHVD��WR�ZRUU\�DERXW��%XW�WKH�H[SORVLRQ�RI�LQIRUPDO�DFWLYLW\��WKH�VSUDZOLQJ�LOOHJDO�FLWLHV�� IDYHODV�LQ�%UD]LO��UDQFKRV�LQ�9HQH]XHOD��EDUULRV�PDUJLQDOHV�LQ�0H[LFR��SXHEORV�MRYHQHV�LQ�3HUX��ELGRQYLOOHV�LQ�IRUPHU�)UHQFK�FRORQLHV��VKDQW\WRZQV�LQ�IRUPHU�%ULWLVK�FRORQLHV�� DQG�PDVVLYH�UXUDO�VTXDWWLQJ�LQ�WKH�7KLUG�:RUOG�RYHU�WKH�SDVW����\HDUV�DUH�QRWKLQJ�PRUH�WKDQ�WKH�VSRQWDQHRXV��XQEULGOHG�
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HPHUJHQFH�RI�LQIRUPDO�SURSHUW\��D�SURFHVV�ZKLFK�ZLOO�UHTXLUH�IRUPDOL]DWLRQ�LI�WKLV�HQHUJ\�LV�WR�EH�FKDQQHOHG�LQWR�RUJDQL]HG�DQG�SURVSHURXV�PDUNHW�HFRQRPLHV��:LGHVSUHDG�LQIRUPDO�ODQG�KROGLQJ�LQ�GHYHORSLQJ�FRXQWULHV�VKRZV�WKDW�WKH�FRQQHFWLRQ�EHWZHHQ�PDFURHFRQRPLF�UHIRUPV�DQG�SURSHUW\�LVVXHV�PXVW�EH�PDGH�LI�SROLWLFDO�OHDGHUV�DUH�WR�JUDVS�WKH�IXOO�VLJQLILFDQFH�RI�LQIRUPDOLW\��)RU�LI�WKH\�KDG��WKH\�ZRXOG�KDYH�UHDOL]HG�WKDW�WKH�GLIIHUHQFHV�EHWZHHQ�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�LV�LQ�QR�VPDOO�PHDVXUH�WKH�GLIIHUHQFH�EHWZHHQ�FRXQWULHV�ZKHUH�SURSHUW\�KDV�EHHQ�IRUPDOL]HG�DQG�WKRVH�ZKHUH�LW�KDV�QRW��7KLUG�:RUOG�OHDGHUV�DUH�EDVLFDOO\�IDFLQJ�WKH�VDPH�FKDOOHQJH�WKDW�SROLWLFLDQV�RI�:HVWHUQ�QDWLRQV�GHDOW�ZLWK���������\HDUV�DJR��PDVVLYH�LQIRUPDOLW\�DSSHDUV�ZKHQ�JRYHUQPHQWV�FDQQRW�PDNH�WKH�ODZ�FRLQFLGH�ZLWK�WKH�ZD\�SHRSOH�OLYH�DQG�ZRUN��7KH�GLIIHUHQFH�LV�WKDW�WRGD\��WKDQNV�WR�GUDPDWLFDOO\�ODUJHU�SRSXODWLRQV�DQG�WKH�FRPPXQLFDWLRQV�UHYROXWLRQ��WKHUH�KDV�EHHQ�D�PXFK�VSHHGLHU�FRQVROLGDWLRQ�RI�LQIRUPDO�UXOHV�RQ�SURSHUW\��7KH�SUREOHP�LV�QRW�WKDW�JRYHUQPHQWV�RI�GHYHORSLQJ�FRXQWULHV�DUH�XQZLOOLQJ�WR�UHFRJQL]H�SURSHUW\�ULJKWV��1HDUO\�DOO�WKHLU�FRQVWLWXWLRQV�PDNH�WKH�ULJKW�WR�SURSHUW\�IXQGDPHQWDO��DQG�WKH\�DUH�SDUWLHV�WR�WUHDWLHV��VXFK�DV�WKH�8QLYHUVDO�'HFODUDWLRQ�RQ�+XPDQ�5LJKWV��ZKLFK�VD\�WKDW�HTXDO�DFFHVV�WR�SURSHUW\�ULJKWV�LV�SDUW�RI�WKH�IXQGDPHQWDO�ULJKWV�RI�KXPDQNLQG��:KDW�VWDQGV�LQ�WKH�ZD\�RI�WKH�IRUPDOL]DWLRQ�RI�ODQG�LQ�GHYHORSLQJ�DQG�IRUPHU�FRPPXQLVW�FRXQWULHV�LV�WKDW�PRVW�ULJKWV�RYHU�SURSHUW\�DQG�RZQHUVKLS�DUUDQJHPHQWV�DUH�GHILQHG�E\�LQIRUPDO�DJUHHPHQWV��DQG�IRUPDO�DXWKRULWLHV�GR�QRW�KDYH�HIILFLHQW�LQVWLWXWLRQV�DQG�PHFKDQLVPV�WR�FRQQHFW�ZLWK�WKHP��7KH�SULQFLSDO�GUDPD�RI�WKHVH�FRXQWULHV�LV�WKDW�WKHLU�SROLWLFDO�DQG�OHJDO�V\VWHPV�GR�QRW�KDYH�WKH�PHFKDQLVPV�WR�SLFN�XS�FRQWLQXDOO\�HPHUJLQJ�FRQVHQVXVHV��DQG�FDQQRW�DXWRPDWLFDOO\�FRUUHFW�WKHPVHOYHV�ZKHQ�IDFHG�ZLWK�QHZ�SUREOHPV��0RUHRYHU��QR�VLQJOH�LQVWLWXWLRQ�LV�UHVSRQVLEOH�IRU�IRUPDOL]LQJ�SURSHUW\��UHVSRQVLELOLW\�LV�VSUHDG�DFURVV�D�P\ULDG�RI�JRYHUQPHQW�GHSDUWPHQWV��$QG�WKH�IHZ�SURFHGXUHV�IRU�IRUPDOL]LQJ�LQGLYLGXDO�SDUFHOV�DUH�H[SHQVLYH�DQG�WLPH�FRQVXPLQJ��DGYHUVH�SRVVHVVLRQ�SURFHHGLQJV�FDQ�WDNH�HQGOHVV�\HDUV�RI�FRQWLQXRXV�SDSHUZRUN��)XUWKHUPRUH��WUDGLWLRQDO�SURSHUW\�UHJLVWUDWLRQ�V\VWHPV�DUH�GHVLJQHG�WR�PDQDJH�JUDGXDO�FKDQJHV�LQ�ODQG�RZQHUVKLS�DQG�DUH�QRW�JHDUHG�WR�UHJLVWHULQJ�D�
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PDVVLYH�QXPEHU�RI�LQIRUPDO�SURSHUWLHV��7KH\�DUH�FHQWUDOL]HG�DQG�FDQQRW�UHDFK�UHPRWH�SODFHV�QRU�SURFHVV�LQIRUPDWLRQ�ZLWK�WKH�HDVH�DQG�VSHHG�UHTXLUHG�IRU�D�PDUNHW�HFRQRP\��7R�FRPSOLFDWH�PDWWHUV��LQ�UHJLRQV�VXFK�DV�/DWLQ�$PHULFD�WKH�V\VWHP�LV�REVHVVLYHO\�FRQFHUQHG�ZLWK�EXUHDXFUDWLF�SDSHUZRUN�DQG�GHWDLOV�RI�DXWKHQWLFLW\�DQG�YHULILFDWLRQ��:HOO�ZLWKLQ�FRORQLDO�WUDGLWLRQV�� HYHQ�DIWHU�����\HDUV�RI�LQGHSHQGHQFH�IURP�6SDLQ�� /DWLQ�$PHULFD�MXULVWV�KDYH�EHHQ�WDXJKW�WR�FUHDWH�ODZ�WKURXJK�WKH�H[HJHWLF�DGDSWDWLRQ�RI�IRUHLJQ�OHJDO�WH[WV��:KDW�LV�PLVVLQJ�DUH�WHFKQLTXHV�WKDW�LQYROYH�FLWL]HQV��SDUWLFLSDWLRQ��DFFRXQWDELOLW\��WUDQVSDUHQF\�RU�JUDVVURRWV�SUDFWLFHV��$V�D�FRQVHTXHQFH�ZKDW�/DWLQ�$PHULFD�ODZ\HUV�DUH�UHDOO\�JRRG�DW�LV�DGDSWLQJ�ODZ�WR�GRFXPHQWV��QRW�DGDSWLQJ�ODZ�WR�SHRSOH��7KH\�NQRZ�PXFK�DERXW�KRZ�ODQG�LV�ERXJKW�DQG�VROG��EXW�OLWWOH�RU�QRWKLQJ�RQ�KRZ�WR�JHQHUDWH�IRUPDO�SURSHUW\�ULJKWV�DQG�FRQQHFW�WKHP�WR�WKH�PDUNHW��
7KH�&XOWXUDO�/DJ�
2QH�RI�WKH�PDLQ�SUREOHPV�WRGD\�LV�WKDW�HFRQRPLVWV�DQG�SROLF\�PDNHUV�GR�QRW�IXOO\�UHDOL]H�WKDW�SURSHUW\�H[LVWV�LQ�D�VRFLDO�DQG�QRW�D�SK\VLFDO�VSDFH��7KH�SULQFLSDO�VRXUFH�RI�REVFXULW\�WRGD\�FRPHV�IURP�WKH�IDFW�WKDW�PRVW�SHRSOH�YLHZ�SURSHUW\�DV�D�PHDVXUHPHQW�HQGHDYRU�JHQHUDOO\�FRQILQHG�WR�WKH�GRPDLQ�RI�FDGDVWUDO�FDUWRJUDSKHUV��VXUYH\RUV�DQG�HQJLQHHUV��7KLV�YLHZ�IDLOV�WR�DSSUHFLDWH�WKDW�WKRXJK�D�SURSHUW\�PD\�EH�LOOXVWUDWHG�LQ�LWV�SK\VLFDO�DSSHDUDQFH�LW�LV�WKH�SURGXFW�RI�D�VRFLDO�DQG�LQVWLWXWLRQDO�FRQVWUXFW�DQG�LV�WKHUHIRUH�D�FUXFLDO�XQGHUSLQQLQJ�RI�VRFLHW\�WKDW�KHOSV�EULQJ�DOO�VRUWV�RI�WKLQJV�WRJHWKHU��7KLQN�RI�LW�WKLV�ZD\��ZKHQ�SURSHUW\�FKDQJHV�KDQGV��QRWKLQJ�DERXW�LW�FKDQJHV��%\�ORRNLQJ�DW�VRPHWKLQJ��D�SDUFHO�RI�ODQG��D�OODPD�RU�D�FDPHO��WKHUH�LV�QR�ZD\�RI�NQRZLQJ�ZKRVH�SURSHUW\�LW�UHDOO\�LV��$�VWROHQ�FDPHO�ORRNV�H[DFWO\�OLNH�DQ\�RWKHU��,I�WKLV�LV�WKH�FDVH�WKHQ�WR�IRFXV�RQ�WKH�SK\VLFDO�WKLQJ�PLVVHV�PXFK�RI�WKH�SRLQW��:KDW�GRHV�FKDQJH��IRU�H[DPSOH�ZKHQ�VRPHWKLQJ�LV�WUDQVIHUUHG��LV�WKH�ZD\�LQ�ZKLFK�SHRSOH�EHKDYH�LQ�UHODWLRQ�WR�LW�DQG�LWV�RZQHU��DQG�WKLV�FKDQJH�LV�PHGLDWHG�E\�WKH�PLQGV�RI�FLWL]HQV��:KDW�WKLV�ERLOV�GRZQ�WR�LV�WKDW�SURSHUW\�LV�D�FRQFHSW�UDWKHU�WKDQ�D�WKLQJ�LQ�LWVHOI��
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7KH�VWUHQJWK�RI�IRUPDO�SURSHUW\�FUHDWLRQ�LV�WKDW�LW�GHWDFKHV�WKH�SHUFHSWLRQ�RI�WKLQJV�IURP�WKHLU�SK\VLFDO�VSDFH�WR�D�PHQWDO�VSDFH�ZKHUH�SHRSOH�FDQ�PRUH�HDVLO\�HQYLVLRQ�DOWHUQDWLYH�XVHV�RI�WKLQJV�DQG�GHSOR\�WKH�IXOO�SRZHUV�RI�WKHLU�LPDJLQDWLRQ��:KDW�:HVWHUQ�IRUPDO�SURSHUW\�UHSUHVHQWDWLRQ�V\VWHPV�GLG�ZDV�LQFUHDVH�WKH�UDQJH�RI�FRQFHLYDEOH�XVHV�DQG�RSHUDWLRQV�RI�DVVHWV��)RUPDO�SURSHUW\�WLWOHV��ZKHQ�FRQVWUXFWHG�FRUUHFWO\��DFW�OLNH�D�EHDP�ZKLFK�IRFXVHV�WKH�OLJKW�RI�D�JUHDWHU�FRQVHQVXV�LQWR�D�PRUH�FRKHUHQW�EHDP��,W�LOOXPLQDWHV�WKH�ODQG�SURMHFWLQJ�LW�LQWR�UHOLHI�DQG�UHYHDOLQJ�DOO�RI�LWV�SRWHQWLDO�XVHV��7KH�GHYHORSPHQW�RI�IRUPDO�SURSHUW\�FRXOG�WKHUHIRUH�EH�FRQVLGHUHG�RQH�RI�WKH�PRVW�UHPDUNDEOH�DFKLHYHPHQWV�RI�WKH�:HVW��,W�PDGH�LW�SRVVLEOH�WR�HQWHU�WKH�QHWZRUN�RI�VZLWFKHV�DQG�FRQQHFWLRQV�QHHGHG�IRU�D�PDUNHW�HFRQRP\��7KH�IRUPDOL]DWLRQ�RI�UHDO�HVWDWH�SURYLGHV�DJHQWV�ZLWK�WKH�PHDQV�WR�SHUFHLYH�WKH�EXQGOH�RI�SRVVLELOLWLHV�DV�WKHLU�GLVSRVDO�WR�EH�XVHG�LQ�D�YDULHW\�RI�FRQGLWLRQV�DQG�IURP�GLIIHUHQW�SRLQWV�RI�YLHZ��)RUPDO�SURSHUW\�WKXV�FKDQJHV�WKH�FRJQLWLYH�HQYLURQPHQW�RI�KXPDQ�EHLQJV�DQG�VKRXOG�EH�DQ�LPSRUWDQW�SDUW�RI�DQ\�DGMXVWPHQW�SURFHVV��
7KH�7HFKQRFUDWLF�/DJ�
3URSHUW\��OLNH�DOO�LQVWLWXWLRQV��LV�EXLOW�E\�KXPDQ�DJUHHPHQW�IRU�VSHFLILF�SXUSRVHV��7KHUH�KDYH�QRW�EHHQ�HQRXJK�UHVRXUFHV�FKDQQHOHG�LQWR�HIIRUWV�WR�XQGHUVWDQG�KRZ�LW�LV�FUHDWHG��LWV�VRFLDO�XQGHUSLQQLQJV�DQG�WKHLU�LPSOLFDWLRQV��:KDWHYHU�UHVRXUFHV�DUH�VSHQW�LQ�WKLV�GLUHFWLRQ�DUH�PDLQO\�GHGLFDWHG�WR�WHFKQRORJLFDO�GHYLFHV�DQG�VHUYLFHV�ZKLFK�GLG�QRW�HYHQ�H[LVW�ZKHQ�WKH�:HVW�FUHDWHG�IRUPDO�SURSHUW\��,Q�WKLV�FRQWH[W��VRPH�HQOLJKWHQHG�WHFKQLFLDQV�DUH�EHFRPLQJ�LQFUHDVLQJO\�FRQVFLRXV�RI�WKH�IDFW�WKDW�ZKLOH�WKH\�PD\�EH�JHWWLQJ�EHWWHU�VXUYH\V��PDSV��DQG�FRPSXWHU�HTXLSPHQW�WR�PDQDJH�LQIRUPDWLRQ��WKH\�DUH�QRW�FRQYHUWLQJ�LQIRUPDO�LQWR�IRUPDO�SURSHUW\��7KHUH�LV�D�JURZLQJ�DZDUHQHVV�WKDW�H[LVWLQJ�ODQG�WLWOLQJ�SURMHFWV�DUH�QRW�GHDOLQJ�ZLWK�SUREOHPV�RI�IRUPDOL]DWLRQ��5DWKHU��WKH\�DUH�GHDOLQJ�RQO\�ZLWK�SURSHUW\�GRFXPHQWDWLRQ�VHUYLFHV�ZKLFK�IRFXV�RQ�VXUYH\LQJ�DQG�PDSSLQJ�DQG�WKH�PRGHUQL]DWLRQ�RI�UHJLVWULHV��Surveying and mapping efforts are indispensable for defining 

physical location, but they reveal nothing about who has rights over what land, and they 
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contribute even less to the fundamental challenge of converting informal to formal property in 

the first place. 7KH�DXWRPDWLRQ�RI�LQIRUPDWLRQ�LQ�SURSHUW\�UHJLVWULHV�PDGH�SRVVLEOH�E\�FRPSXWHU�WHFKQRORJ\�KDV�UHYROXWLRQL]HG�WKH�VWRUDJH�DQG�UHWULHYDO�RI�LQIRUPDWLRQ�EXW�KDV�EHHQ�RI�OLWWOH�YDOXH�LQ�FUHDWLQJ�IRUPDO�SURSHUW\��5LJKWV�DQG�REOLJDWLRQV�LQ�WKH�LQIRUPDO�VHFWRU�DUH�QRW�HPERGLHG�LQ�VWDQGDUGL]HG�LQVWUXPHQWV�WKDW�FRPSXWHUV�FDQ�DFFHSW�DQG�SURFHVV�RU�LQ�IRUPDWV�WKDW�GDWDEDVHV�FDQ�VWRUH��0RVW�WRS�H[SHUWV�LQ�WKH�:HVW�ZKR�UXQ�UHJLVWU\�V\VWHPV�DFNQRZOHGJH�WKDW�WKH\�DUH�QRW�HTXLSSHG�WR�GHVLJQ�DQG�LPSOHPHQW�WKH�LQVWLWXWLRQDO�LQIUDVWUXFWXUH�UHTXLUHG�WR�EULQJ�LQIRUPDO�DVVHWV�LQWR�D�VXVWDLQDEOH�PDUNHW�HFRQRP\��:KLOH�LW�LV�WUXH�WKDW�WKH�OHJDO�VWDWXV�RI�WKH�DVVHWV�UHFRUGHG�UHVWV�SDUWO\�RQ�UXOHV�WKDW�JRYHUQ�WKH�UHJLVWULHV��PRVW�RI�LW�GHULYHV�IURP�DQ�LQVWLWXWLRQDO�IUDPHZRUN�WKDW�H[LVWV�RXWVLGH�WKHLU�UDQJH�RI�UHVSRQVLELOLWLHV��,Q�PDQ\�FDVHV��H[LVWLQJ�UHJLVWULHV�FRQVWLWXWH�WKH�ODVW�VWDJH�RI�DQ�LQFUHPHQWDO�SURFHVV�WKDW�KDV�HYROYHG�RYHU�KXQGUHGV�RI�\HDUV�WR�JLYH�VHFXULW\�WR�SURSHUW\��EXW�WKH\�ODFN�WKH�DZDUHQHVV�RI�WKH�JHQHVLV�RI�SURSHUW\�DQG�LWV�FRQQHFWLRQV�WR�JURZWK�DQG�JRYHUQDQFH��6LQFH�PDQ\�HPHUJLQJ�PDUNHWV�GR�QRW�KDYH�IRUPDO�DQG�HDVLO\�DFFHVVLEOH�SURSHUW\�LQIUDVWUXFWXUH��VXUYH\LQJ�DQG�PDSSLQJ��LQIRUPDWLRQ�WHFKQRORJ\��DQG�UHJLVWUDWLRQ��H[SHUWLVH�IURP�GHYHORSHG�FRXQWULHV�LV�PDLQO\�XVHIXO�WR�LPSURYH�WKH�GRFXPHQWDWLRQ�RQ�SURSHUW\�DOUHDG\�IRUPDOL]HG��%XW�WKLV�H[SHUWLVH�KDV�JHQHUDOO\�QRW�EHHQ�KHOSIXO�ZKHQ�LW�FRPHV�WR�UHVROYLQJ�WKH�SUREOHPV�RI�LQIRUPDO�RZQHUVKLS��,Q�GHYHORSHG�QDWLRQV��SURSHUW\�KDV�DOUHDG\�EHHQ�IRUPDOL]HG�DV�D�UHVXOW�RI�D�VORZ�SURFHVV�WKDW�ODVWHG�KXQGUHGV�RI�\HDUV�DQG�LV�QRZ�HPEHGGHG�LQ�VRFLDOO\�DQG�OHJDOO\�DFFHSWHG�QRUPV��$VVHWV�DUH�DOUHDG\�SDUW�RI�D�UHJXODWRU\�IUDPHZRUN�WKDW�DOORZV�SURSHUW\�ULJKWV�WR�JXDUDQWHH�WKH�SHUIRUPDQFH�RI�REOLJDWLRQV�DQG�SURWHFW�KROGHUV�DQG�WKLUG�SDUWLHV�IURP�XQFHUWDLQW\�DQG�IUDXG��7KLV�LV�ZK\��ZLWK�D�FRXSOH�RI�H[FHSWLRQV��WKH�ODQG�WLWOLQJ�SURMHFWV�FDUULHG�RXW�VLQFH�:RUOG�:DU�,,�KDYH�ERJJHG�GRZQ�RU�EHHQ�DEDQGRQHG��7KHVH�SURMHFWV�KDYH�JHQHUDOO\�IDLOHG�WR�SURGXFH�HFRQRPLF�JURZWK��IDFLOLWDWH�FUHGLW��RU�SURYLGH�WKH�PDVVLYH�EHQHILWV�WKDW�VKRXOG�FRPH�ZLWK�WKH�FUHDWLRQ�RI�IRUPDO�SURSHUW\��7KH�UHDVRQ�IRU�WKLV�LV�WKDW�WKH\�KDYH�GHDOW�SULQFLSDOO\�ZLWK�SURSHUW\�
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GRFXPHQWDWLRQ��DQG�QRW�ZLWK�WKH�REVWDFOHV�WKDW�EORFN�IRUPDOL]DWLRQ�HIIRUWV��7KH\�IRFXV�RQ�WKH�WDVNV�UHTXLUHG�WR�GRFXPHQW�SURSHUW\�ZKLFK�LV�DOUHDG\�D�SDUW�RI�WKH�IRUPDO�PDUNHW�HFRQRP\��$V�D�UHVXOW�WKH\�KDYH�JHQHUDWHG�DQ�DEXQGDQFH�RI�PDSSLQJ��VXUYH\LQJ�DQG�VWDWH�RI�WKH�DUW�FRPSXWHU�UHJLVWULHV�WKDW�KDYH�SURGXFHG��DW�EHVW��OLPLWHG�DQG�VKRUW�OLYHG�UHDO�HVWDWH�LQYHQWRULHV��2ZQHUV��DIWHU�VXEVHTXHQW�WUDQVDFWLRQV��VOLS�RXW�RI�WKH�UHJLVWULHV��PDNLQJ�WKHP�VLPSOH�³VQDSVKRW´�ERRNV�²XVHIXO�IRU�KLVWRULFDO�SXUSRVHV�RQO\��7KH\�UHPDLQ��WKHUHIRUH��TXLWH�GLVFRQQHFWHG�IURP�WKH�HFRQRPLF�DQG�VRFLDO�DLPV�WKDW�IRUPDO�SURSHUW\�LV�VXSSRVHG�WR�DFKLHYH��1RQH�RI�WKHP�SURSHUO\�DGGUHVV�WKH�FKDOOHQJH�RI�KRZ�WR�V\VWHPDWLFDOO\�DQG�PDVVLYHO\�EULQJ�LQIRUPDO�SURSHUW\�LQWR�WKH�IRUPDO�PDUNHW�VR�WKDW�LW�FDQ�EH�DGHTXDWHO\�GRFXPHQWHG��([SHULHQFH�WR�GDWH�VHHPV�WR�GHPRQVWUDWH�WKDW�H[LVWLQJ�WLWOLQJ�LQ�/'&V�DQG�)&1V��RU�WKH�WUDQVSRVLWLRQ�RI�:HVWHUQ�WLWOLQJ�DQG�UHJLVWUDWLRQ�V\VWHPV�WR�WKRVH�FRXQWULHV��GR�QRW�JHQHUDWH�DGGLWLRQDO�YDOXH�WKDW�FRQYHUWV�WKHVH�DVVHWV�LQWR�FDSLWDO��7KHUHIRUH��WKH�UHFRJQLWLRQ�RI�LQGLYLGXDO�RU�FROOHFWLYH�SURSHUW\�ULJKWV�RYHU�DVVHWV�LQ�/'&V�DQG�)&1V�XVLQJ�WUDGLWLRQDO�PHWKRGV�GRHV�QRW�UDLVH�WKHLU�SURGXFWLYLW\�DW�DOO�RU�HYHQ�VLJQLILFDQWO\��
���+RZ�WR�&RQYHUW�WKH�$VVHWV�RI�WKH�3RRU�LQWR�/LYH�&DSLWDO"�
7KH�EDVLF�SUREOHPV�ZKLFK�PXVW�EH�UHVROYHG�LI�IRUPDOL]DWLRQ�RI�UHDO�HVWDWH�DQG�EXVLQHVV�LQ�/'&V�DQG�/')&1V�LV�WR�EH�VXFFHVVIXO�FDQ�EH�JURXSHG�LQWR�WKUHH�FDWHJRULHV��
0RVW�SURSHUW\�LV�LQ�WKH�LQIRUPDO�VHFWRU�DQG�LW�FDQQRW�EH�GRFXPHQWHG�RU�LQVHUWHG�LQWR�WKH�OHJDO�DQG�JOREDO�PDUNHW�HFRQRP\�E\�WUDGLWLRQDO�WLWOLQJ��UHJLVWUDWLRQ��PDSSLQJ�DQG�SULYDWL]DWLRQ�DSSURDFKHV��DPRQJ�RWKHU�UHDVRQV��EHFDXVH��x PRVW�SURSHUW\�LV�LQ�WKH�LQIRUPDO�VHFWRU�DQG�FDQQRW�EH�GRFXPHQWHG�E\�WUDGLWLRQDO�PDSSLQJ�DQG�UHJLVWUDWLRQ�DSSURDFKHV��x LQIRUPDO�SURSHUW\�LV�FRPSOH[�DQG�GLYHUVH�DQG�GHILQHG�E\�LQVWLWXWLRQDO�DUUDQJHPHQWV�WKDW�FDQQRW�EH�SLFNHG�XS�WKURXJK�WUDGLWLRQDO�WLWOLQJ�DQG�UHFRUG�NHHSLQJ�VFKHPHV��x LQIRUPDO�SURRIV�RI�RZQHUVKLS�DUH�QRW�DFFHSWHG�E\�IRUPDO�ODZ��



(&(6�'/6����GH�6RWR������

���

x MXULVGLFWLRQV�DQG�ERXQGDULHV�RI�LQIRUPDO�FRPPXQLWLHV�DUH�GLIILFXOW�WR�LGHQWLI\�ZLWKLQ�WKH�FRQWH[W�RI�IRUPDO�ODZ��x LQIRUPDO�SURSHUW\�ERXQGDULHV�DUH�GLIILFXOW�WR�LQWHJUDWH�RQ�WR�RIILFLDO�PDSV��x RZQHUV�RI�LQIRUPDO�SURSHUW\�ULJKWV�DUH�GLIILFXOW�WR�LGHQWLI\�RQ�D�PDVVLYH�VFDOH��DQG�x GLVSXWHV�EHWZHHQ�FRPSHWLQJ�FODLPV��IRUPDO�DQG�LQIRUPDO��DUH�GLIILFXOW�WR�UHVROYH�ZLWKLQ�WKH�FRQWH[W�RI�IRUPDO�ODZ��
([LVWLQJ�IRUPDO�RUJDQL]DWLRQV�DQG�LQVWLWXWLRQV�DUH�QRW�GHVLJQHG�WR�GHDO�ZLWK�ZLGHVSUHDG�LQIRUPDOLW\��DPRQJ�RWKHU�UHDVRQV��EHFDXVH��x UHJLVWULHV�DQG�RWKHU�SURSHUW\�UHODWHG�LQVWLWXWLRQV�FDQQRW�PDQDJH�PDVVLYH�FKDQJH��x RYHUODSSLQJ�IXQFWLRQV�DQG�UHVSRQVLELOLWLHV��x EXUHDXFUDWLF�LQILJKWLQJ�DQG�UHVLVWDQFH��x OHJDO�PRQRSROLHV�DQG�RWKHU�UHVWULFWLYH�SUDFWLFHV��x FRPSOH[��H[SHQVLYH��DQG�WLPH�FRQVXPLQJ�SURFHGXUHV��x GRFXPHQWV�DUH�GLIILFXOW�WR�UHWULHYH��SRRU�LQGH[LQJ���x FRQIOLFWLQJ�UHFRUGV��PDQ\�WLWOHV�LVVXHG�IRU�WKH�VDPH�SURSHUW\���x FRQIOLFWLQJ�OHJDO�PDSV��RYHUODSSLQJ�ERXQGDULHV���x IDXOW\�WLWOHV��PLVWDNHV��PLVVLQJ�LQIRUPDWLRQ���x WLWOHV�GR�QRW�VDWLVI\�FROODWHUDO�UHTXLUHPHQWV��DQG�x SURSHUW\�UHJLVWUDWLRQ�LV�UDSLGO\�RXWGDWHG�VLQFH�H[LVWLQJ�SURFHGXUHV�FDXVH�VXEVHTXHQW�WUDQVIHUV�WR�EH�FDUULHG�RXW�LQIRUPDOO\��
2ZQHUVKLS�LV�RQO\�RQH�VHJPHQW�RI�WKH�ODUJHU�IRUPDOL]DWLRQ�SURFHVV�WKDW�FRQYHUWV�³SURSHUW\´�LQWR�³FDSLWDO�´�7UDGLWLRQDO�DSSURDFKHV�WR�WLWOLQJ�DQG�UHJLVWUDWLRQ�RI�DVVHWV�GR�QRW�LQFOXGH�WKH�PHFKDQLVPV�UHTXLUHG�WR�PDNH�WKH�DVVHWV�RI�WKH�LQIRUPDO�VHFWRU�HYHQ�PRUH�SURGXFWLYH�E\�OLQNLQJ�WKHP�WR�WKH�OHJDO�DQG�HFRQRPLF�QHWZRUN�RI�PRGHUQ�PDUNHW�VRFLHWLHV��
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$OO�WKH�HOHPHQWV�DVVHPEOHG�WRJHWKHU�UHYHDO�WKDW�VXFFHVVIXO�IRUPDOL]DWLRQ�WKURXJKRXW�WKH�KLVWRU\�RI�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�UHTXLUHV�D�SURFHVV�ZKLFK�VROYHV�DOO�WKH�DERYH�SUREOHPV�DQG�ZKLFK�LV�ULJKWO\�FDOOHG�³IRUPDOL]DWLRQ�´�)RUPDOL]DWLRQ�LV�D�KLJKO\�LQWHJUDWHG��SXUSRVHIXO�SURFHVV�ZKLFK�EULQJV�WRJHWKHU�FRPSOH[�LQWHUUHODWLRQVKLSV�DQG�DUUDQJHPHQWV�DPRQJ�LQGLYLGXDOV�LQ�WKH�LQIRUPDO�VHFWRU�WR�KROG�DQG�PDQDJH�DVVHWV��,W�OHDGV�WR�FOHDUO\�GLVWLQJXLVKDEOH�HQG�SURGXFWV�ZKLFK�HQDEOH�RZQHUV�WR�UHODWH�WR�JRYHUQPHQW�DQG�SULYDWH�EXVLQHVV��,W�SURYLGHV�WKH�PHFKDQLVPV�ZKHUHE\�WKH�PRVW�LPSRUWDQW�DVVHWV�RI�WKH�LQIRUPDO�VHFWRU�² UHDO�HVWDWH�DQG�EXVLQHVVHV�² FDQ�EH�XVHG�WR�VHFXUH�WKH�SURYLVLRQ�RI�JRRGV�DQG�VHUYLFHV��HVSHFLDOO\�FUHGLW�DQG�LQIUDVWUXFWXUH��ZKLFK�DUH�WKHLU�PRVW�XUJHQW�QHHGV��)RUPDOL]DWLRQ�WUDQVIRUPV�LWV�EHQHILFLDULHV�LQWR�LQGLYLGXDOO\�DFFRXQWDEOH�FXVWRPHUV��7KH�,/'��ZLWK�86$,'�ILQDQFLDO��LQWHOOHFWXDO�DQG�PRUDO�VXSSRUW��KDYH�GHPRQVWUDWHG�WKLV�LQ�WZR�SLORW�SURMHFWV�LQ�3HUX���
x $�UHDO�HVWDWH�SURSHUW\�FUHDWLRQ�V\VWHP��3URIRUP��WKDW�WUDQVIRUPV�LQIRUPDO�SURSHUW\�WR�UHFRUGHG�IRUPDO�SURSHUW\�RQ�D�PDVVLYH�VFDOH��PDQ\�WLPHV�IDVWHU�WKDQ��DQG�DW�OHVV�WKDQ�RQH�SHUFHQW�RI�WKH�FRVW�RI�DQ\�RWKHU�V\VWHP�LQ�WKH�ZRUOG��)URP������WR�������3URIRUP�IRUPDOL]HG���������SURSHUWLHV�LQ�3HUX�DQG�(O�6DOYDGRU��6LJQLILFDQW�LQFUHDVHV�LQ�SURGXFWLRQ�����SHUFHQW���LQFRPH������SHUFHQW��DQG�DVVHW�YDOXHV������SHUFHQW���DV�ZHOO�DV�DFFHVV�WR�FUHGLW������SHUFHQW���IROORZHG��
x $�EXVLQHVV�UHJLVWU\�V\VWHP�IRU�FRUSRUDWLRQV��%XVLQHVVIRUP��WKDW�HQDEOHV�PDVVLYH�IRUPDOL]DWLRQ�RI�HQWHUSULVHV�WKDW�ZRUNHG�RXWVLGH�WKH�ODZ��DQG�WKH�FUHDWLRQ�RI�QHZ�HQWHUSULVHV�WKDW�RWKHUZLVH�ZRXOG�QRW�KDYH�H[LVWHG��RU�WKDW�ZRXOG�KDYH�EHHQ�FUHDWHG�LQVLGH�WKH�LQIRUPDO�VHFWRU��)URP������WR�������VRPH���������LQIRUPDO�HQWHUSULVHV�ZHUH�IRUPDOL]HG�DQG���������QHZ�ILUPV�WKDW�RWKHUZLVH�ZRXOG�QRW�H[LVW�ZKHUH�FUHDWHG��DGGLQJ�PRUH�WKDQ���������QHZ�MREV��VDYLQJ�86�����PLOOLRQ�LQ�DGPLQLVWUDWLYH�H[SHQVHV��DQG�UDLVLQJ�WD[�UHYHQXHV�E\�86�����ELOOLRQ���
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7KH�FUHDWLRQ�RI�IRUPDOL]HG�SURSHUW\�LQ�HPHUJLQJ�PDUNHWV�UHTXLUHV�� MXVW�OLNH�D�WUDLQ�� D�SUH�H[LVWLQJ�V\VWHP�RI�WUDFNV�DQG�VZLWFKHV�WR�OLQN�RQH�GHVWLQDWLRQ�ZLWK�DQRWKHU��7KH�FKDOOHQJH�LV�WR�OD\�D�V\VWHP�RI�WUDFNV�WKDW�FDQ�HIILFLHQWO\�OLQN�WKH�ULJKWV�WR�IRUPDOL]HG�SURSHUW\�ZLWK�DJHQWV�LQ�WKH�IRUPDO�PDUNHWSODFH��-XVW�OLNH�UDLOURDG�WUDFNV��WKH�EOXHSULQWV�IRU�IRUPDOL]DWLRQ�PXVW�EH�DGDSWHG�WR�WKH�ODQGVFDSH��7KLV�LV�EDVLFDOO\�ZKDW��XQZLWWLQJO\��DOO�GHYHORSHG�FRXQWULHV�KDYH�GRQH��,W�LV�WKH�LQYLVLEOH�IUDPHZRUN��GHHSO\�LPEHGGHG�LQ�WKHLU�FROOHFWLYH�VXEFRQVFLRXV��ZLWKLQ�ZKLFK�WKH\�RSHUDWH��� 7KHVH�ZRXOG�EH�WKH�PDLQ�FRPSRQHQWV��$��� 'HWHUPLQH�PDJQLWXGH�DQG�FDXVHV�RI�LQIRUPDO�SURSHUW\�DQG�H[WUDOHJDO�QRUPV�ZKLFK�JRYHUQ�LW����� 'HWHFW�DQG�GHFRGH�WKH�LQQXPHUDEOH�ZD\V�LQ�ZKLFK�SURSHUW\�ULJKWV�DUH�KHOG�DQG�H[HUFLVHG�E\�WKH�GLIIHUHQW�LQIRUPDO�FRPPXQLWLHV�LQ�WKH�QDWLRQ��,GHQWLI\�DQG�GRFXPHQW�WKH�GLVWLQFW�ULVNV��UHDO�DQG�SRWHQWLDO��ZKLFK�LQIRUPDO�RZQHUV�DQG�WKHLU�ZRXOG�EH�WUDGLQJ�SDUWQHUV�LQ�WKH�IRUPDO�FRPPHUFLDO�VHFWRU�FRQIURQW�LQ�HDFK�RI�WKHVH�GLIIHUHQW�FROOHFWLYHV������ 'LVFRYHU�WKH�LQIRUPDO�PHWKRGV�IRU�UHGXFLQJ�ULVN�ZKLFK�DUH�HIIHFWLYH�DQG�DUH�FRPSDWLEOH�ZLWK�H[LVWLQJ�OHJDO�SURYLVLRQV�DQG�LGHQWLI\�WKRVH�XWLOL]HG�LQ�WKH�IRUPDO�VHFWRU��,QFOXGH�LQ�WKH�SURSHUW\�IRUPDOL]DWLRQ�SURFHVV�WKRVH�HOHPHQWV�WKDW�FDQ�EH�XVHG�DV�PHFKDQLVPV�WR�UHGXFH�ULVNV������ 'HWHUPLQH�SRLQWV�ZKHUH�WKH�H[WUD�OHJDO�QRUPV�FRLQFLGH�ZLWK�WKH�ODZ�LQ�RUGHU�WR�IDFLOLWDWH�WKH�LQFRUSRUDWLRQ�RI�LQIRUPDO�SURSHUW\�LQWR�WKH�OHJDO�V\VWHP������ 'HWHUPLQH�SRLQWV�ZLWKLQ�WKH�ODZ�ZKLFK�ZRXOG�IDFLOLWDWH�WKH�LQFRUSRUDWLRQ�RI�LQIRUPDO�SURSHUW\�LQWR�WKH�IRUPDO�RUGHU�ZLWKRXW�FRPSURPLVLQJ�WKH�OHYHO�RI�VHFXULW\�WKH�IRUPDO�RUGHU�SURYLGHV�IRU�SURSHUW\�DOUHDG\�FRYHUHG������ ,GHQWLI\�DQG�PRGLI\�WKRVH�ODZV�DQG�UHJXODWLRQV�ZKLFK�FDXVH�LQIRUPDOLW\���
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��� 'HYHORS��IRU�HDFK�RI�WKH�GLVWLQFW�ULVNV�LGHQWLILHG��PHFKDQLVPV�ZKLFK�UHGXFH�RU�HOLPLQDWH�WKHP���%�� 'HYHORS�LQVWLWXWLRQDO�UHIRUP������ ,GHQWLI\�DQG�FRQQHFW�ZLWK�WKH�IRUPDOL]DWLRQ�SURFHVV�WKH�GLIIHUHQW�LQVWLWXWLRQV�DQG�RUJDQL]DWLRQV�WKDW�SUHVHQWO\�JRYHUQ�SURSHUW\�ULJKWV����� 'HYHORS�LQVWLWXWLRQV�DQG�SURFHGXUHV�ZKLFK�SHUPLW��ZLWKLQ�WKH�ERXQGV�RI�WKH�ODZ�DQG�UHVSHFWLQJ�H[LVWLQJ�DQG�HIIHFWLYH�SURSHUW\�ULJKWV��HFRQRPLHV�RI�VFDOH�LQ�DOO�WKH�DFWLYLWLHV�ZKLFK�FRQVWLWXWH�WKH�SURFHVV�RI�IRUPDOL]DWLRQ������ 'HVLJQ��REWDLQ�DSSURYDO�IRU��DQG�SXW�LQWR�RSHUDWLRQ�DJHQFLHV�ZKLFK�ZLOO�EH�DEOH�WR�H[HFXWH�WKH�IRUPDOL]DWLRQ�SURFHVV�������(VWDEOLVK�LQVWLWXWLRQV�DQG�RUJDQL]DWLRQV�ZKLFK�ZLOO�SHUPLW�WKH�UDSLG�LQWURGXFWLRQ�RI�FKDQJHV�LQ�WKH�GLYHUVH�DSSURYDO�SURFHVVHV�UHTXLUHG�IRU�IRUPDOL]DWLRQ��DV�ZHOO�DV�FKDQJHV�DSSURSULDWH�WR�HDFK�LQIRUPDO�FRPPXQLW\��DQG�HOLPLQDWH�WKRVH�QRUPV�RU�SURFHGXUHV�ZKLFK�KLQGHU�IRUPDOL]DWLRQ�������'HYHORS�DQG�SURSRVH�D�FRPSUHKHQVLYH�SURJUDP�RI�IRUPDOL]DWLRQ�ZKLFK��EHVLGHV�LQFOXGLQJ�SURFHGXUHV�DQG�LQVWLWXWLRQV�UHVSRQVLEOH�IRU�IRUPDOL]DWLRQ��LQFRUSRUDWHV�WKH�SROLWLFDO�SULRULWLHV�RI�WKH�JRYHUQPHQW�DQG�UHIOHFWV�D�FRQVHQVXV�ZLWKLQ�VRFLHW\�������&RQVROLGDWH�LQWR�PDQDJHDEOH�SDFNDJHV�WKH�ODZV�DQG�SURFHGXUHV�ZKLFK�ZLOO�JRYHUQ�WKH�IRUPDOL]DWLRQ�SURFHVV�������)RUPDOL]H�SURSHUW\�LQ�ZD\V�WKDW�LQFUHDVH�LWV�YDOXH�DQG�SHUPLW�LWV�WUXH�RZQHUV��XVHV�DQG�ORFDWLRQ�WR�EH�LGHQWLILHG�ZLWK�FHUWDLQW\��7KLV�ZLOO�IXUQLVK�WKH�VWDWH�ZLWK�QHZ�VRXUFHV�RI�LQIRUPDWLRQ��LQYHVWPHQWV��DQG�ZD\V�RI�FROOHFWLQJ�WD[HV��DQG�LW�ZLOO�IDFLOLWDWH�DV�ZHOO�WKH�H[WHQVLRQ�RI�EDVLF�SXEOLF�VHUYLFHV�WR�DUHDV�ZKLFK�VWLOO�GR�QRW�KDYH�WKHP���
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����(VWDEOLVK�SURFHGXUHV�ZKLFK�HQVXUH�WKDW�WKH�FRVWV�RI�UHPDLQLQJ�IRUPDO�UHPDLQ�EHORZ�WKRVH�RI�LQIRUPDOLW\���&�� &ROOHFW�SURRIV�RI�RZQHUVKLS������� 'HVLJQ�PHFKDQLVPV�WR�REWDLQ�WKH�PDVVLYH�SDUWLFLSDWLRQ�RI�WKH�PHPEHUV�RI�LQIRUPDO�VHWWOHPHQWV�IRU�WKH�SXUSRVH�RI�UHGXFLQJ�WKH�FRVWV�RI�IRUPDOL]DWLRQ������� 'HYHORS�PDQXDOV�ZKLFK�H[SODLQ�WR�DXWKRULWLHV�RI�LQIRUPDO�VHWWOHPHQWV�WKH�ZD\V�LQ�ZKLFK�WKH\�FDQ�SDUWLFLSDWH�LQ�WKH�VHOHFWLRQ�DQG�FROOHFWLRQ�RI�SURRIV�RI�RZQHUVKLS������� :ULWH�H[SODQDWRU\�PDQXDOV�DQG�GHVLJQ�WUDLQLQJ�FRXUVHV�IRU�WKH�RUJDQL]DWLRQ�RI�IRUPDOL]DWLRQ�EULJDGHV�ZKLFK�UHIOHFW�WKH�W\SHV�RI�LQIRUPDOLW\�WKH\�ZLOO�ILQG��,QFOXGH�LQ�WKH�PDQXDOV�LQVWUXFWLRQV�RQ�KRZ�WR�SUHSDUH�PDSV�ZKLFK�VKRZ�WKH�ORFDWLRQ�DQG�GLPHQVLRQV�RI�HDFK�SORW�DQG�DVFHUWDLQ�WKDW�WKH�GRFXPHQWDWLRQ�UHIOHFWV�ZKDW�LV�DFWXDOO\�SUHVHQW�RQ�WKH�JURXQG������� 'HYLVH�SURFHGXUHV�ZKLFK�ZLOO�IDFLOLWDWH�WKH�XVH�RI�ODZ\HUV�DQG�HQJLQHHUV�DV�YHULILHUV�FHUWLI\LQJ�WKH�YDOLGLW\�RI�WKH�LQIRUPDWLRQ��ERWK�WH[WXDO�DQG�JUDSKLF��IXUQLVKHG�E\�WKH�RUJDQL]DWLRQV�LQ�HDFK�VHWWOHPHQW��7KLV�ZLOO�SHUPLW�WKH�HVWDEOLVKPHQW�RI�LQGLYLGXDO�ULJKWV�WR�HDFK�SDUFHO���'�� 'HYLVH�DQG�LPSOHPHQW�D�FRPPXQLFDWLRQV�VWUDWHJ\������� 'HVLJQ�WKH�PHDQV�RI�FRPPXQLFDWLQJ�WR�VRFLHW\�LQ�JHQHUDO�WKH�EHQHILWV�RI�IRUPDOL]DWLRQ��HPSKDVL]LQJ�WKH�UHGXFWLRQ�LQ�ULVNV�DQG�PDNLQJ�LW�FOHDU�WKDW�IRUPDOL]DWLRQ�ZLOO�QHLWKHU�DIIHFW�H[LVWLQJ�SURSHUW\�ULJKWV�QRU�FRPSURPLVH�WKH�ULJKWV�RI�WKLUG�SDUWLHV������� 'HYLVH�PHWKRGV�RI�FRPPXQLFDWLRQ�DSSURSULDWH�IRU�HDFK�LQIRUPDO�FRPPXQLW\�WKDW�IDFLOLWDWHV�WKH�SDUWLFLSDWLRQ�RI�HDFK���



(&(6�'/6����GH�6RWR������

���

���� ,GHQWLI\�WKH�SDUWLFXODU�ODQJXDJH�RI�DQG�WKH�SHUPDQHQW�FKDQQHOV�RI�FRPPXQLFDWLRQ�WR�HDFK�VHWWOHPHQW�DQG�WR�UHOHYDQW�EXVLQHVV�VHFWRUV��7R�UHLQIRUFH�WKH�DGYDQWDJHV�RI�UHPDLQLQJ�IRUPDO��VWUHVV�WKH�EHQHILWV�ZKLFK�IRUPDOL]DWLRQ�RIIHUV�DQG�SURYLGH�LQIRUPDWLRQ�DERXW�WKH�DFFHVV�WR�QHZ�VHUYLFHV�ZKLFK�LW�ZLOO�SHUPLW��
(�� $GDSW�FRQYHQWLRQDO�UHJLVWU\��VXUYH\LQJ�DQG�PDSSLQJ�WHFKQRORJLHV�WR�WKH�IRUPDOL]DWLRQ�SURJUDP������� 'HYLVH�VSHFLILFDWLRQV�IRU�WKH�GHYHORSPHQW�RI�D�FRPSUHKHQVLYH�V\VWHP�RI�PDSSLQJ�DQG�VXUYH\LQJ�WKDW�WDNHV�PD[LPXP�DGYDQWDJH�RI�WKH�LQIRUPDWLRQ�VXSSOLHG�E\�WKH�LQIRUPDO�FRPPXQLWLHV��6XFK�D�V\VWHP�PXVW�EH�DEOH�WR�GHWHUPLQH�ZKHQ�QHZ�PDSSLQJ�LV�UHTXLUHG�DQG�DW�ZKDW�OHYHO�RI�SUHFLVLRQ��,W�VKRXOG�DOVR�EH�DEOH�WR�GHWHUPLQH�ZKHQ��DIWHU�DSSURSULDWH�PRGLILFDWLRQ��H[LVWLQJ�PDSV�DUH�VXIILFLHQW�WR�GHILQH�WKH�ERXQGDULHV�RI�SDUFHOV�EHIRUH�PDNLQJ�WKHP�D�SDUW�RI�RIILFLDO�PDSV������� 5H�HQJLQHHU�WKH�H[LVWLQJ�UHJLVWU\�V\VWHP�VR�WKDW�LW�DGDSW��� GXULQJ�D�QDWLRQDO�SURJUDP�RI�IRUPDOL]DWLRQ��� WR�QHZ�W\SHV�RI�LQIRUPDOLW\�DQG�WR�WKH�UHTXLUHPHQWV�RI�GHDOLQJ�ZLWK�QHZ�ULVNV�DV�WKH\�DUH�GLVFRYHUHG��7KLV�DVVXPHV�WKH�UHVWUXFWXULQJ�RI�WKH�RUJDQL]DWLRQ�DQG�LWV�LQWHUQDO�ZRUN�IORZV��VLPSOLI\LQJ�WKH�UHJLVWUDWLRQ�SURFHVVHV��HVWDEOLVKLQJ�VSHFLILFDWLRQV�IRU�DXWRPDWLQJ�LQIRUPDWLRQ��GHVLJQLQJ�DQG�LPSOHPHQWLQJ�D�TXDOLW\�FRQWURO�V\VWHP��VHOHFWLQJ�DQG�WUDLQLQJ�SHUVRQQHO��DQG�HVWDEOLVKLQJ�SURFHGXUHV�DQG�FRQWURO�PHFKDQLVPV�WR�HQVXUH�WKDW�RYHUWLPH�WKH�UHJLVWU\�PDLQWDLQV�LWV�TXDOLW\�DQG�HIILFLHQF\�DQG�WKDW�WKH�FRVW�RI�LWV�VHUYLFHV�DUH�QRW�VR�JUHDW�WKDW�LWV�XVHUV�VOLS�EDFN�LQWR�LQIRUPDOLW\������� 'HYLVH�WKH�SURFHGXUHV�DQG�V\VWHPV�ZKLFK�ZLOO�DOORZ�WKH�WUDQVIHU�RI�UHJLVWU\�LQIRUPDWLRQ�IURP�WKH�WUDGLWLRQDO�UHJLVWU\�WR�WKH�QHZ�UHJLVWU\�V\VWHP��7KHVH�SURFHGXUHV�DQG�V\VWHPV�VKRXOG�DOORZ�WKH�WUDQVIHU�RI�QRW�RQO\�WKH�DQWHFHGHQWV�UHTXLUHG�IRU�IRUPDOL]DWLRQ��EXW�DOVR�WKH�WLWOHV�RI�WKRVH�RZQHUV�RI�IRUPDO�SURSHUW\�LQWHUHVWHG�LQ�WKH�EHQHILWV�RI�WKH�QHZ�V\VWHP���
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���� ,VVXH�RIILFLDO�WLWOHV�WKDW�LQGLVSXWDEO\�FHUWLI\�WKH�ULJKWV�RI�HDFK�RZQHU�WR�KLV�RU�KHU�SDUFHO�DV�ZHOO�DV�WKH�ULJKWV�DQ\�WKLUG�SDUWLHV�PD\�KDYH��7KLV�ZLOO�SUHYHQW�OLWLJDWLRQ�RYHU�WKH�ULJKWV��HQVXUH�WKDW�WKH�WLWOH�UHIOHFWV�WKH�DFFHSWDQFH�RI�DOO�ZLWKLQ�WKH�FRPPXQLW\�DQG�FRQWDLQV�DOO�LQIRUPDWLRQ�DQG�RWKHU�HOHPHQWV�QHHGHG�IRU�LW�WR�EH�WUDGHG�LQ�DQ�H[SDQGHG�PDUNHW�ZLWK�D�PLQLPXP�RI�ULVN���)�� ,QWHJUDWH�LQIRUPDO�VWRFN�LQWR�PDUNHW�HFRQRP\������� 'HVLJQ�DQG�LPSOHPHQW�WKH�PHFKDQLVPV�UHTXLUHG�IRU�IRUPDOL]HG�SDUFHOV�WR�LQFUHDVH�LQ�YDOXH�VXEVWDQWLDOO\�WKXV�DOORZLQJ�WKHP�WR�EH�XVHG�DV�FROODWHUDO������� (VWDEOLVK�WKH�PDFUR�DQG�PLFUR�LQIUDVWUXFWXUH�LQ�VXFK�D�ZD\�WKDW�WKH�ULJKWV�DQG�UHVSRQVLELOLWLHV�RI�VXSSOLHUV�DQG�XVHUV�RI�XWLOLW\�VHUYLFHV�FDQ�EH�GHPDVVLILHG�DQG�WKH�ULVN�RI�UHSD\PHQW�UHGXFHG��7KLV�ZLOO�DOORZ�WKRVH�FRQWHPSODWLQJ�ILQDQFLQJ�RU�LQYHVWLQJ�LQ�QHZ�RU�H[SDQGLQJ�LQIUDVWUXFWXUH��UDWKHU�WKDQ�WDNLQJ�RYHU�H[LVWLQJ�LQIUDVWUXFWXUH��VXFK�DV�WKH�JHQHUDWLRQ��WUDQVPLVVLRQ��DQG�GLVWULEXWLRQ�RI�HOHFWULF�SRZHU��ZDWHU�ZRUNV��� WR�VHH�WKDW�WKH�ULVNV�RI�VXSSO\LQJ�WKRVH�ZKR�GR�QRW�KDYH�WKHVH�VHUYLFHV�DUH�VXEVWDQWLDOO\�UHGXFHG�ZKHQ�WKHLU�SURSHUW\�ULJKWV�KDYH�EHHQ�IRUPDOL]HG������� (VWDEOLVK�LQVWLWXWLRQV�WKDW�ZLOO�DOORZ�WKH�SULYDWH�VHFWRU�WR�GHVLJQ�DQG�VHOO�SURGXFWV�WKDW�ZLOO�GLPLQLVK�ULVNV�IRU�WKH�UHFHQWO\�IRUPDOL]HG��7KLV�ZRXOG�LQFOXGH�QRQ�SD\PHQW�ULVNV��WKH�SURWHFWLRQ�RI�SURSHUW\�RZQHUV�IURP�OLWLJDWLRQ�RYHU�WKH�YDOLGLW\�RI�WKHLU�WLWOHV��SURWHFWLRQ�IRU�OHQGHUV�DQG�VXSSOLHUV�IURP�WKH�ULVNV�RI�UHSD\PHQW�IRU�LQIUDVWUXFWXUH�VHUYLFHV��DQG�WKH�UHGXFWLRQ�RI�ULVNV�IRU�GHYHORSHUV��VXSSOLHUV�DQG�RWKHU�LQYHVWRUV�LQ�UHDO�HVWDWH�RU�UHODWHG�PDUNHWV������� 'HYLVH�PHFKDQLVPV�WKDW�VKRZ�WKH�RZQHUV�RI�IRUPDOL]HG�SURSHUW\�WKDW�WKHLU�DVVHWV�DUH�SURWHFWHG�E\�WKH�VDPH�LQVWLWXWLRQDO�IUDPHZRUN�WKDW�SURWHFWV�WKH�ULJKWV�RI�SULYDWH�LQYHVWRUV��ERWK�GRPHVWLF�DQG�IRUHLJQ��7KLV�ZLOO�JLYH�WKHVH�RZQHUV�D�UHDVRQ�WR�UHVSHFW�FRQWUDFWV�JRYHUQHG�E\�WKH�IRUPDO�OHJDO�RUGHU���
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���� &UHDWH�PHFKDQLVPV�WKDW�ZLOO�UHGXFH�WKH�SROLWLFDO�DQG�RSHUDWLRQDO�ULVNV�DVVRFLDWHG�ZLWK�SULYDWH�LQYHVWPHQW�LQ�DQ�HPHUJLQJ�PDUNHW��7KHVH�ULVNV�ZRXOG�LQFOXGH��WKH�WHUPLQDWLRQ�RI�DJUHHPHQWV�ZLWK�SULYDWH�FRPSDQLHV�DV�D�UHVXOW�RI�ZKDW�LV�XVXDOO\�SHUFHLYHG�RI�DV�SROLWLFDO�SUHVVXUH��WKH�ODFN�RI�FUHGLELOLW\�RI�WKH�WLWOHV�WR�WKH�ODQGV�ZKHUH�IRUHLJQ�LQYHVWRUV�ZLVK�WR�LQVWDOO�WKHLU�PDFKLQHU\�DQG�HTXLSPHQW��WKH�ULVNV�RI�PDVVLYH�QRQ�SD\PHQW�IRU�VHUYLFHV�UHQGHUHG��DQG�LQHIIHFWLYH�UHPHGLHV�WR�HQIRUFH�SD\PHQW�REOLJDWLRQV������� )RUPDOL]H�SURSHUW\�LQ�D�PDQQHU�WKDW�ZLOO�SHUPLW�WKH�SULYDWH�VHFWRU�WR�RUJDQL]H�V\VWHPV�IRU�DVVHVVPHQWV��VHFXULWL]DWLRQ��DQG�UHGLVFRXQWLQJ�LQ�VHFRQGDU\�PDUNHWV��HVSHFLDOO\�LQWHUQDWLRQDO�PDUNHWV��VR�WKDW�FUHGLW�QHHGHG�E\�WKH�RZQHUV�RI�IRUPDOL]HG�DVVHWV�ZLOO�EH�DYDLODEOH������� &UHDWH�DQ�DOWHUQDWLYH�WR�VTXDWWLQJ�VR�WKDW�FLWL]HQV�FDQ�REWDLQ�SURSHUW\�XQGHU�ODZ��:KHQ�LOOHJDO�LQYDVLRQV�FRQWLQXH�WR�RFFXU�LQ�DQ�HPHUJLQJ�PDUNHW��WKH\�UDLVH�WKH�OHYHO�RI�XQFHUWDLQW\�IRU�LQYHVWRUV�DQG�WKXV�FDVW�D�SDOO�RYHU�WKH�LQYHVWPHQW�FOLPDWH��� 1HHGOHVV�WR�VD\��WKRVH�QDWLRQV�WKDW�ZHUH�VXFFHVVIXO�ZHUH�WKRVH�WKDW�SXW�SURSHUW\�ULJKWV�DW�WKH�WRS�RI�WKHLU�DJHQGDV��,QWHJUDWLQJ�WKH�PDUJLQDOL]HG�DVVHWV�DQG�SHRSOH�RI�D�QDWLRQ�LV��DIWHU�DOO��D�KLJKO\�SROLWLFDO�WDVN��WKH�PRVW�QREOH�RI�WKHP�DOO��6XFK�DQ�H[HUFLVH�FDQ�QRW�EH�VXFFHVVIXO�LI�WKH�KLJKHVW�SROLWLFDO�DXWKRULWLHV�DQG�WKH�KHDG�RI�VWDWH�DUH�QRW�WKRURXJKO\�FRPPLWWHG��
���&RQFOXVLRQV��WKH�8QILQLVKHG�$JHQGD�
(FRQRPLF�UHIRUP�SURJUDPV�DUH�WU\LQJ�WR�FKDQJH�PDFURHFRQRPLF�QDWLRQDO�DGPLQLVWUDWLRQV�LQ�VXFK�D�PDQQHU�WKDW�SHRSOH�FDQ�DGDSW�IURP�D�OLIH�RUJDQL]HG�RQ�WKH�EDVLV�RI�VPDOO��LPSRYHULVKHG�DQG�HQFDSVXODWHG�PDUNHWV�WR�RQH�RI�JOREDO�LQWHUGHSHQGHQFH�WKDW�VKRXOG�OHDG�WR�SURVSHULW\��)RU�WKRXVDQGV�RI�\HDUV�SHRSOH�OLYHG�LQ�VHOI�FRQWDLQHG�FRPPXQLWLHV��%XW�ZLWK�WKH�LQGXVWULDO�UHYROXWLRQ��WKH�FRPLQJ�RI�PDUNHW�HFRQRPLFV�DQG�WKH�LQIRUPDWLRQ�UHYROXWLRQ��FLYLOL]DWLRQ�LV�RIIHULQJ�D�QHZ�ZD\�RI�OLIH�ZKHUH�SHRSOH�DQG�FRPPXQLWLHV�DUH�OHVV�DXWRQRPRXV�DQG�PRUH�LQWHUGHSHQGHQW��
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7KH�SUREOHP�LV�WKDW�DOO�FLWL]HQV�GR�QRW�KDYH�WKH�VDPH�DELOLW\�WR�XVH�WKHLU�DVVHWV�ZLWKLQ�WKH�PDUNHW�HFRQRPLF�V\VWHP��7KH�LPSOLFLW�DVVXPSWLRQ�KDV�EHHQ�WKDW�WKHUH�DUH�QR�OHJDO�SULYLOHJHV�DQG�WKDW�HYHU\RQH�KDV�WKH�RSSRUWXQLW\�WR�KDYH�WKHLU�DVVHWV�SDSHUL]HG�DFFRUGLQJ�WR�ODZ�DQG�DGDSWHG�WR�WUDQVDFWLRQV�LQ�WKH�ZLGHU�PDUNHWSODFH��7KH�WDVN�RI�FRQYHUWLQJ�D�QDWLRQ�LQWR�D�PDUNHW�HFRQRP\�UHTXLUHV��LQ�DGGLWLRQ�WR�VXFFHVVIXO�VWDELOL]DWLRQ�DQG�DGMXVWPHQW�SURJUDPV��WKH�IRUPDOL]DWLRQ�RI�WKHLU�LQIRUPDO�VHFWRU��,W�LV�HVVHQWLDO�WR�WDNH�LQWR�DFFRXQW�WKDW�WKH�PDMRULW\�RI�WKH�DVVHWV�LQ�GHYHORSLQJ�QDWLRQV�DQG�IRUPHU�FRPPXQLVW�FRXQWULHV�DUH�LQ�WKH�LQIRUPDO�VHFWRU�DQG�VLPSO\�FDQQRW�EH�H[FKDQJHG�RQ�D�ODUJH�VFDOH��QRW�HYHQ�ZLWKLQ�WKH�QDWLRQDO�PDUNHW��,W�LV�LPSRUWDQW�WR�DVN�ZKHWKHU�H[LVWLQJ�ODZ�LV�DGDSWHG�WR�WKH�QHHGV�RI�WKH�PDMRULW\�RI�WKH�SHRSOH��ZKHWKHU�LW�DFWXDOO\�KHOSV�WKH�SRRU�XVH�WKHLU�DVVHWV�HIILFLHQWO\�LQ�WKH�PDUNHW��DQG�LI�QRW��ZKDW�PXVW�EH�GRQH�WR�UHIRUP�LW��(YHU\RQH�ZKR�EHOLHYHV�LQ�PDUNHW�HFRQRPLF�V\VWHPV�PXVW�DOVR�UHDOL]H�WKDW�FDUU\LQJ�RXW�VXFFHVVIXO�PDFURHFRQRPLF�WUDQVIRUPDWLRQV��OLNH�WKRVH�WDNLQJ�SODFH�LQ�(J\SW�WRGD\��GRHV�QRW�PHDQ�WKDW�D�IXOO�EODVW�PDUNHW�HFRQRP\�UHYROXWLRQ�KDV�WDNHQ�SODFH��)RU�WKLV�WR�KDSSHQ��VRFLHW\�PXVW�HQVXUH�WKDW�WKH�EHQHILWV�RI�PDFURHFRQRPLF�DFKLHYHPHQWV�DUH�FRUUHVSRQGLQJO\�PDGH�DYDLODEOH�WR�WKH�SRRU��RWKHUZLVH�WKH�LQWHOOHFWXDO�OHDGHUVKLS�ZRQ�RYHU�WKH�ODVW�GHFDGH�ZLOO�EH�ORVW�DQG�DOO�WKH�DUJXPHQWV�IRU�PDUNHW�V\VWHPV�ZLOO�EH�VWHULOH��*RYHUQPHQWDO�DQG�VRFLHWDO�OHDGHUV�ZLOO�EH�SHUFHLYHG�DV�QRWKLQJ�HOVH�WKDQ�VHOI�VDWLVILHG�GHIHQGHUV�RI�WKH�LQWHUHVWV�RI�WKH�GRPLQDQW�FODVVHV�DQG�IRUHLJQ�LQYHVWRUV��7KH�SDWK�WR�SURVSHULW\�ZLOO�EH�EORFNHG��VLPSO\�EHFDXVH�WKH�³ORVW�LQ�KLVWRU\´�LVVXH�RI�SURSHUW\�DQG�ZKHWKHU�WKH�SRRU�KDYH�DQ\�IUXLWIXO�ZD\�RI�XVLQJ�LW�ZHUH�IRUJRWWHQ��,W�LV�LPSRUWDQW�WR�XQGHUVWDQG�WKH�UHOHYDQFH�RI�WKH�LQIRUPDO�IRUPDO�GLYLGH��DV�ZHOO�DV�FRPSUHKHQG�ZKDW�LV�UHTXLUHG�IRU�WKH�DVVHWV�RI�WKH�PDMRULW\�RI�FLWL]HQV�LQ�GHYHORSLQJ�DQG�IRUPHU�FRPPXQLVW�QDWLRQV�WR�EH�SURWHFWHG�E\�ODZ�DQG�XVHG�LQ�WKH�PDUNHWSODFH�WR�JHQHUDWH�ZHDOWK�DQG�D�FLYLOL]HG�VRFLHW\��7KLV�LQFOXGHV�D�OHDGHUVKLS�WKDW�XQGHUVWDQGV�WKH�UROH�WKDW�WKH�DVVHWV�RI�PRVW�FLWL]HQV�LQ�GHYHORSLQJ�FRXQWULHV�DQG�IRUPHU�FRPPXQLVW�QDWLRQV�FDQ�SOD\�LQ�DQ�H[SDQGHG�HFRQRP\�LI�WKH\�DUH�DGHTXDWHO\�IRUPDOL]HG��
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7KH�JUHDWHVW�FKDOOHQJH�IDFLQJ�GHYHORSLQJ�DQG�IRUPHU�FRPPXQLVW�FRXQWULHV�LV�WR�FRPSOHWH�WKH�UHIRUP�DJHQGD��7KLV�PHDQV�QRW�RQO\�FRQWLQXLQJ�VXFFHVVIXO�PDFURHFRQRPLF�UHIRUP�SURJUDPV��EXW�DOVR�EULGJLQJ�WKH�LQIRUPDO�IRUPDO�GLYLGH��RYHUFRPLQJ�WKH�LQVWLWXWLRQDO�DSDUWKHLG�WKDW�LPSHGHV�WKH�PDMRULW\��HVSHFLDOO\�WKH�SRRUHVW��IURP�LQFUHDVLQJ�WKH�YDOXH�DQG�SURGXFWLYLW\�RI�WKHLU�DVVHWV��7KH�IXQGDPHQWDO�WDVN�LV�WR�VKRZ�WKDW�WKLV�FDQ�EH�GRQH�
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3$57�,,��',6&866,21�'($'�&$3,7$/�$1'�7+(�3225�,1�(*<37�
3DUWLFLSDQWV�LQ�WKH�GLVFXVVLRQ�IROORZLQJ�+HUQDQGR�GH�6RWR¶V�SUHVHQWDWLRQ�LQFOXGHG�7DUHN�+DWHP�RI�WKH�0DQDJHPHQW�'HSDUWPHQW�RI�&DLUR�8QLYHUVLW\��$EGHO�$]L]�0��+HJD]\��IRUPHU�(J\SWLDQ�SULPH�PLQLVWHU��$GHO�%LVKDL�RI�WKH�(FRQRPLFV�'HSDUWPHQW�RI�WKH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR��0HUYDW�(O�7DOODZ\�0LQLVWHU�RI�,QVXUDQFH�DQG�6RFLDO�$IIDLUV��/DLOD�,��.DPHO�RI�&RPPXQLW\�DQG�,QVWLWXWLRQDO�'HYHORSPHQW��DQG�)DLND�(O�5HIDHL�RI�WKH�&HQWUDO�%DQN�RI�(J\SW��7KH�IROORZLQJ�LV�D�VXPPDU\�RI�WKH�GLVFXVVLRQ��
3DUWLFLSDQW��<RX�KDYH�RXWOLQHG�WKH�SUREOHPV�DQG�H[SODLQHG�WKH�QHHG�WR�PRYH�GHDG�FDSLWDO��%XW�KRZ�LV�WKLV�GRQH"�)RU�H[DPSOH��\RX�WHOO�XV�WKDW�WKH�SRRU�PXVW�EH�PRUH�LQYROYHG�± KRZ�GR�ZH�JHW�WKHP�LQYROYHG"�
6SHDNHU��7KH�EULGJH�ZKLFK�,�SUHVHQWHG�LQ�WKH�SDSHU�LOOXVWUDWHV�WKH�GLIIHUHQW�VWHSV�RQH�PXVW�WDNH�LQ�WKH�SURFHVV��,W�LV�ILUVW�HVVHQWLDO�WR�XQGHUVWDQG�WKDW�WKHUH�LV�QR�ODFN�RI�ODZ�LQ�\RXU�FRXQWU\��,W�LV�VLPSO\�WKDW�\RX�PD\�KDYH�PRUH�ODZV�WKDQ�\RX�WKLQN�DQG�\RX�PXVW�ILQG�RXW�ZKDW�WKH\�DUH��DQG�GHFRGH�WKHP��7KLV�LV�VRPHWKLQJ�IRU�ZKLFK�ZH�KDYH�WHFKQRORJ\��7KH�SUREOHP��DV�PDQ\�RI�\RX�NQRZ��LV�WKDW�WKHUH�LV�D�FOHDU�GHPDUFDWLRQ�EHWZHHQ�WKH�LQIRUPDO�VHFWRU�DQG�IRUPDO�VHFWRUV��7KHVH��DUH�DOO�SDUW�RI�WKDW�JUD\�DUHD�HYHU\ERG\�PXVW�GHDO�ZLWK�LQ�RXU�FRXQWULHV�FDOOHG�WKH�LQIRUPDO�VHFWRU���,W�LV�OLNH�DFKLHYLQJ�HFRQRPLF�LQWHJUDWLRQ�DPRQJ�GHYHORSHG�FRXQWULHV�± \RX�KDYH�WR�LQWHJUDWH�OHJLVODWLRQ�XQWLO�HYHU\ERG\�XQGHUVWDQGV�WKH�VDPH�FRPPRQ�GHQRPLQDWRUV��<RX�WKHQ�QHHG�WR�FDOFXODWH�\RXU�WUDQVDFWLRQ�FRVWV��,Q�RWKHU�ZRUGV��LI�SHRSOH�GHFLGH�WR�KDYH�WKHLU�SURSHUW\�SURWHFWHG�WKURXJK�LQIRUPDO�UDWKHU�WKDQ�IRUPDO�DUUDQJHPHQWV��LW�HVVHQWLDOO\�PHDQV�WKDW�LQIRUPDO�DUUDQJHPHQWV�DUH�FKHDSHU��,Q�WKH�HQG�\RX�KDYH�WR�DVVXUH�WKDW�\RXU�IRUPDO�DUUDQJHPHQWV�EHFRPH�MXVW�DV�FKHDS�DV�WKH�LQIRUPDO�RQHV���6RPH�IHHO�WKLV�PHDQV�QRW�SD\LQJ�WD[HV��%XW�LW�LV�VXUSULVLQJ�ZKDW�\RX�ILQG�ZKHQ�\RX�LQYHVWLJDWH�WKH�FRQGLWLRQV�LQ�WKH�LQIRUPDO�VHFWRU��<RX�ZLOO�ILQG�WKDW�WKHUH�DUH�FRVWV�WKDW�H[FHHG�WD[DWLRQ��)RU�
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H[DPSOH��LI�\RX�KDYH�DQ�LQIRUPDO�EXVLQHVV�LQ�3HUX��LQIODWLRQ�WD[�LV�SDLG�LQ�FDVK�VLQFH�RWKHU�QRQ�FDVK�IRUPV�RI�SD\PHQWV�DUH�LPSRVVLEOH��7KH�FRVW�RI�NHHSLQJ�ODUJH�FDVK�EDODQFHV�RQ�WKH�VWUHHWV�LV�H[WUHPHO\�KLJK��7KH�FRVW�RI�EX\LQJ�RII�SROLFH�DQG�SXEOLF�RIILFLDOV�LV�H[WUHPHO\�KLJK��7KH�FRVW�RI�RQO\�EHLQJ�DEOH�WR�VHOO�LQ�VPDOO�TXDQWLWLHV�LV�H[WUHPHO\�KLJK��7KH�FRVW�RI�QRW�EHLQJ�DEOH�WR�GR�ORQJ�WHUP��EXW�RQO\�VKRUW�WHUP�DQG�RYHU�WKH�FRXQWHU�WUDQVDFWLRQV�LV�H[WUHPHO\�KLJK��,W�LV�QRW�KLJK�WD[HV�WKDW�NHHS�WKH�LQIRUPDO�VHFWRU�DZD\��EXW�LQ�PRVW�FDVHV�D�V\VWHP�WKDW�LV�OHJDOO\�KRVWLOH�WR�WKHP��<RX�HVVHQWLDOO\�KDYH�WR�IL[�OLVWHQLQJ�GHYLFHV�LQ�LQIRUPDO�OHYHO�QHLJKERUKRRGV�WR�ILQG�RXW�ZKDW�WKH�UHDO�FRVWV�RI�ODZ�LV�WR�WKH�PDMRULW\�RI�FLWL]HQV��,W�LV�QRW�D�FRPSOLFDWHG�RU�HYHQ�DQ�H[SHQVLYH�WDVN��,W�UHTXLUHV�D�FHUWDLQ�GHJUHH�RI�WHFKQRORJ\�DQG�WKH�EHOLHI�WKDW�SHRSOH�GR�IROORZ�RUGHUV��%XW�WKH�RUGHUV�PD\�EH�TXLWH�GLIIHUHQW�RQFH�\RX�KDYH�JUDVSHG�WKH�GLIIHUHQW�SLHFHV�RI�WKH�SX]]OH��<RX�PXVW�WKHQ�FUHDWH�DQ�LQVWLWXWLRQDO�RUGHU�ZKLFK�DOORZV�DOO�WKH�H[LVWLQJ�UHJLVWU\�V\VWHPV�WR�KDQGOH�PDVVLYH�IRUPDOL]DWLRQ��<RX�DOVR�QHHG�WR�KDYH�DQ�LQIRUPDWLRQ�V\VWHP�ZKLFK�PDNHV�VXUH�WKDW�HYHU\ERG\�LV�DZDUH�VR�WKDW�WKH\�YROXQWDULO\�FURVV�WKH�OLQH��$QG�ODVW�EXW�QRW�OHDVW��\RX�KDYH�WR�FRQVXOW�ZLWK�DOO�WKH�GLIIHUHQW�DXWKRULWLHV�LQWHUHVWHG��ZKHWKHU�SULYDWH�RU�LQIRUPDO�EXVLQHVVHV��WD[�DXWKRULWLHV��DQG�JRYHUQPHQW�DXWKRULWLHV�DW�GLIIHUHQW�OHYHOV��WR�DVVXUH�WKDW�WKH�GRFXPHQWDWLRQ�SURGXFHG�IURP�WKH�QHZ�SURSHUW\�V\VWHP�DFWXDOO\�KDV�FDSLWDO�YDOXH�ZKHQ�LW�UHDFKHV�WKHP���6R�WKHUH�LV�QR�TXLFN�DQG�HDV\�UHSO\��,W�LV�DV�LI�\RX�DVN�PH�KRZ�WR�SUHSDUH�³FUHSH�VX]HWWH´�LQ�)UDQFH��,�KDYH�JLYHQ�\RX�D�VPDOO�UHFLSH�WKDW�UHTXLUHV�HJJV�DQG�VXJDU��%XW�WKH�UHDO�UHFLSH�LV�LQ�WKH�SDSHU��,W�PHDQV�DFFHSWLQJ�WKDW�\RX�KDYH�ZLWKLQ�\RXU�RZQ�PLGVW�D�ODUJH�SDUW�RI�VRFLHW\�ZKLFK�KDV�GHFLGHG�WR�EUHDN�XS�WKH�OHJDO�V\VWHP�LQWR�YDULRXV�SDUWV�DQG�DQRWKHU�ZKLFK�LV�FRPSOHWHO\�GHWDFKHG��<RX�KDYH�WR�EULQJ�WKH�WZR�VLGHV�WRJHWKHU��,W�LV�QR�GLIIHUHQW�WKDQ�ZKHQ�\RX�EULQJ�WKH�OHJLVODWLRQ�RI�YDULRXV�QDWLRQV�WRJHWKHU���7KLQN�RI�WKH�SULYDWL]DWLRQ�SURFHVV�DV�DQ�H[DPSOH��3ULYDWL]LQJ�UHTXLUHV�FUHDWLQJ�DQ�LQIUDVWUXFWXUH�WKDW�LV�VDIH�IRU�IRUHLJQ�LQYHVWPHQW�DQG�ORFDO�LQYHVWPHQW��<RX�FUHDWH�D�VSHFLDO�NLQG�RI�OHJLVODWLRQ��� \RX�KLUH�6FKURGHU¶V�%DQN�RU�5RWKFKLOG¶V�RU�IRUHLJQ�OHJDO�DGYLVHUV�ZKR�WHOO�\RX�
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ZKDW�WKH\�QHHG�WR�VXUYLYH�LQ�D�SULYDWH�DWPRVSKHUH��1RZ��LQVWHDG�RI�WDONLQJ�WR�WKH�ULFK�DEURDG��WDON�WR�WKH�SRRU�DW�KRPH��,W�LV�UHDOO\�QRW�WKDW�GLIILFXOW�RQFH�\RX�KDYH�GHFLGHG�WR�WDON�WR�WKH�SRRU��
3DUWLFLSDQW��,�YHU\�PXFK�HQMR\HG�OLVWHQLQJ�WR�\RX�EHFDXVH�,�DP�GHHSO\�LQWHUHVWHG�LQ�WKH�SRRU�LQ�(J\SW��%XW�,�ZRXOG�ILUVW�OLNH�WR�DVN�\RX�WR�GHILQH�ZKDW�\RX�PHDQ�E\�³SRRU�´�EHFDXVH�\RX�VHHP�WR�GHSHQG�PXFK�RQ�WKH�SRRU�ZKR�RZQ�VRPHWKLQJ��� D�SK\VLFDO�DVVHW��%XW�ZKDW�DERXW�WKH�SRRUHVW�RI�WKH�SRRU"��7KH�SRRU�DUH�GHILQLWHO\�FODVVLILHG�LQWR�FDWHJRULHV��<RX�VHHP�WR�KDYH�FRQFHQWUDWHG�RQ�RQH�SDUWLFXODU�FODVV�RI�SRRU��6HFRQG��,�WKLQN�\RX�KDYH�PDGH�WKH�DVVXPSWLRQ�WKDW�WKH�SRRU�FDQ�XVH�D�SK\VLFDO�DVVHW�DV�FROODWHUDO�IRU�FUHDWLQJ�ZRUN�DQG�OLIW�WKHPVHOYHV�RXW�RI�SRYHUW\���%XW�XVXDOO\�WKH�SRRU�FDQQRW�SUHVHQW�DQ\�VRUW�RI�FROODWHUDO�WR�D�EDQNLQJ�V\VWHP�RU�ILQDQFLDO�LQVWLWXWLRQ��7KLV�LV�ZK\�SURIHVVRU�<XQLV�LQ�%DQJODGHVK�FUHDWHG�WKH�QRQ�FROODWHUDO�LQYHVWPHQW�SURJUDP�IRU�WKH�SRRU��7KH\�FDQ�JR�WR�WKH�EDQN�DQG�REWDLQ�PRQH\�ZLWKRXW�SUHVHQWLQJ�DQ\WKLQJ��EXW�WKHUH�LV�VRPH�VRUW�RI�FUHGLELOLW\�EHFDXVH�RI�WKH�JURXSLQJ�RI�WKHVH�SRRU�WR�LQYHVW�LQ�VPDOOHU�EXVLQHVV���,�ZRXOG�OLNH�WR�HQODUJH�WKH�FODVVHV�RI�WKH�SRRU�WR�LQFOXGH�WKH�SRRUHVW�RI�WKH�SRRU�ZKR�KDYH�QRWKLQJ��DV�ZHOO�DV�RWKHUV�ZLWK�D�OLWWOH�SLHFH�RI�ODQG�LQ�D�YLOODJH��D�IODW�RU�PD\EH�VRPH�PDFKLQHU\��EXW�ZKRVH�LQFRPH�FDQ�QRW�VDWLVI\�WKHLU�QHHGV��RU�HYHQ�ZKDW�,�FDOO�WKH�³VXIILFLHQF\´�OHYHO��,V�\RXU�WKHRU\�DSSOLHG�WR�DOO�FODVVHV�DQG�JURXSV�RI�WKH�SRRU�RU�WR�RQO\�RQH"�,I�VR��ZKDW�VKRXOG�EH�GRQH�ZLWK�WKH�RWKHUV"�
6SHDNHU��7KDQN�\RX�IRU�\RXU�YHU\�LQWHUHVWLQJ�DQG�FRQVWUXFWLYH�TXHVWLRQV��5HJDUGLQJ�WKH�ILUVW�\RX�DUH�DEVROXWHO\�ULJKW��6SHDNLQJ�RI�WKH�SRRU�LV�OLNH�VSHDNLQJ�RI�IRUPDOLW\��RQH�LV�GHDOLQJ�ZLWK�JHQHUDOL]DWLRQV��,W�LV�WUXH�WKDW�QRW�DOO�WKH�SRRU�KDYH�DVVHWV��%XW�LW�LV�LQWHUHVWLQJ�ZKHQ�\RX�EHJLQ�DQDO\]LQJ�EDVLF�VWDWLVWLFV��)RU�H[DPSOH��LQ�P\�FRXQWU\�DERXW����SHUFHQW�RI�WKH�SRRU�KDYH�VRPH�DVVHWV�LQ�ODQG��$QG�VLQFH�WKH\�GR�QRW�SD\�UHQW�WKH\�DUH�EDVLFDOO\�ODQGRZQHUV���,Q�6ZLW]HUODQG��LQWHUHVWLQJO\�HQRXJK��RQH�RI�WKH�ZHDOWKLHVW�LQGXVWULDO�FRXQWULHV�LQ�WKH�ZRUOG��RQO\����SHUFHQW�RZQ�KRXVHKROGV��7KLV�GRHV�QRW�PHDQ�WKDW�WKH\�DUH�QRW�SRRU�EXW�WKDW�WKH\�GR�QRW�ZLVK�WR�KROG�WKHLU�DVVHWV�LQ�WKHLU�KRPHV��7KH\�SUHIHU�WR�NHHS�WKHP�LQ�VWRFNV��VKDUHV�RU�ERQGV��2I�
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FRXUVH��\RX�ZLOO�ILQG�WKDW�WKHUH�DUH�GLIIHULQJ�GHJUHHV�RI�SRYHUW\�DQG�PDQ\�SRRU�IHHO�WUDSSHG�LQ�D�FXO�GH�VDF���,I�\RX�SURYLGH�WKH�SRRU�WKH�RSSRUWXQLW\�WR�DFFXPXODWH�ZHDOWK��KRZ�PDQ\�RI�WKHP�ZLOO�DFWXDOO\�VXFFHHG"�$QG�HYHQ�WKHQ�ZLOO�VRFLHW\�DQG�WKH�PDUNHW�V\VWHP�EH�DEOH�WR�WDNH�FDUH�RI�HYHU\RQH�VLPSO\�WKURXJK�FRPSHWLWLRQ��0RUH�DQG�PRUH�HFRQRPLVWV�DUH�FRPLQJ�WR�WKH�FRQFOXVLRQ�WKDW�HFRQRPLFV�DORQH�GRHV�QRW�VXIILFH��7KH�VWDWH�QHHGV�WR�SOD\�D�GLUHFW�RU�LQGLUHFW�UROH�LQ�WDNLQJ�FDUH�RI�WKH�SRRUHVW�RI�WKH�SRRU��2I�FRXUVH��WKH�OHVV�SRRU�LQ�WKH�XSSHU�VHFWRUV�\RX�KDYH��WKH�HDVLHU�LW�ZLOO�EH�WR�ILQG�WKH�VRXUFHV�RI�ZHDOWK�ZLWK�ZKLFK�WR�WDNH�FDUH�RI�WKHP��ZKHWKHU�LQ�WKH�VPDOOHVW�RU�ELJJHVW�IDPLOLHV�RI�3HUX�DQG�/DWLQ�$PHULFD��$V�IDPLOLHV�WDNH�FDUH�RI�WKHLU�SRRUHVW�IDPLO\�PHPEHUV�VR�LW�LV�QDWXUDO�WKDW�D�QDWLRQ�VKRXOG�ZLVK�WR�GR�WKH�VDPH�RXWVLGH�WKH�ZRUOG�RI�HFRQRPLFV�DQG�LQVLGH�WKH�ZRUOG�RI�SROLWLFV��:LWK�UHJDUG�WR�SK\VLFDO�DVVHWV��LW�LV�QRW�RQO\�D�TXHVWLRQ�RI�FUHGLW��DQG�FROODWHUDO��7U\LQJ�WR�REWDLQ�FUHGLW�ZLWKRXW�DQ�DGGUHVV�GRHV�QRW�H[LVW�LQ�WKH�8QLWHG�6WDWHV�RU�(XURSH��,Q�3HUX�DQG�/DWLQ�$PHULFD�RQO\����SHUFHQW�RI�WKH�SHRSOH�KDYH�DGGUHVVHV�\RX�FDQ�WUXVW��,GHQWLI\LQJ�\RXUVHOI�QHFHVVDULO\�FRPHV�EHIRUH�DQ\�WDON�RI�FROODWHUDO��7KH�RQO\�FROODWHUDO�WKDW�LV�WUXO\�LPPRELOH�LV�ODQG��7KHUHIRUH�\RX�PXVW�EH�DEOH�WR�WUDFH�FROODWHUDO�WR�DQ�LQGLYLGXDO�HYHQ�LI�WKDW�FROODWHUDO�LV�D�PDFKLQH��&HUWDLQ�IRUPV�RI�H[FKDQJH�DUH�SRVVLEOH�RQO\�LI�\RX�KDYH�SURSHUW\�EHFDXVH�WKHUH�DUH�RWKHU�IXQFWLRQV�VXFK�DV�WKRVH�UHODWHG�WR�LQIUDVWUXFWXUH��� ZKLFK�LV�QRW�FROODWHUDO��7KH�SRLQW�LV�VLPSOH��ZKRHYHU�SURYLGHV�WKH�VHUYLFH�VKRXOG�NQRZ�ZKR�LV�DFFRXQWDEOH��$OVR��RQFH�\RX�NQRZ�ZKR�OLYHV�ZKHUH��\RX�FDQ�FDOFXODWH�\RXU�ULVNV�PXFK�EHWWHU��(YHU\�GDLO\�WUDQVDFWLRQ�EHFRPHV�PXFK�HDVLHU�ZKHQ�\RX�GHDO�ZLWK�LPPRELOH�DVVHWV��$�VRFLHW\�FRQVWUXFWHG�RQ�V\VWHPDWLF�FRQVHQVXV�SURYLGHV�D�VROLG�EDVLV�RQ�ZKLFK�WR�EXLOG��,W�LV�REYLRXV�WKDW�WKHUH�DUH�PDQ\�FRQVHQVXV�LQ�RXU�FRXQWULHV�WKDW�HVFDSH�WKH�JHQHUDO�OHJDO�RUGHU��%\�EULQJLQJ�WKHP�LQVLGH�\RX�LQWURGXFH�D�TXDOLW\�RI�VHFXULWLHV�WR�WUDQVDFWLRQV��7KLV�LV�DFKLHYHG�E\�DFFXPXODWLQJ�DGGLWLRQDO�LQIRUPDWLRQ�ZKLFK�LQFRUSRUDWHV�WKH�VPDOO�PRUH�ORFDO�DQG�LPSRYHULVKHG�FRQVHQVXV�ZRUNLQJ�RXWVLGH�WKH�ODZ��,W�LV�WKHUHIRUH�QRW�RQO\�FROODWHUDO�EXW�JRHV�PXFK�IXUWKHU���
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7KH�WKLUG�SRLQW�LV�RQ�WKH�0RKDPHG�<XQLV�W\SH�RI�FUHGLW�LQ�WKH�*UDPLQJ�%DQN�ZLWKRXW�FROODWHUDO��ZKLFK�LV�IDQWDVWLF�DQG�VKRXOG�EH�HQFRXUDJHG��7RGD\�LQ�3HUX�WKHUH�DUH�PDQ\�LQGLYLGXDOV�WU\LQJ�WR�LPLWDWH�WKH�*UDPLQJ�%DQN��:H�KDYH�EHHQ�WU\LQJ�WR�GR�WKDW�IRU�DERXW����\HDUV�DQG�WKH�VWDWH�KDV�VSHQW�PXFK�PRQH\�EHFDXVH�LQ�PDQ\�FDVHV�WKH�*UDPLQJ�%DQN�KDV�ZRUNHG�HYHQ�ZLWKRXW�WKH�VXSSRUW�RI�WKH�VWDWH�DQG�SUREDEO\�HYHQ�DJDLQVW�WKH�VWDWH��%XW�WKURXJKRXW�/DWLQ�$PHULFD�ZH�KDYH�FDOFXODWHG�KRZ�PXFK�SHRSOH�VXFK�DV�0RKDPHG�<XQLV�FRYHU�LQ�FUHGLW�WR�WKH�SRRU��,Q�3HUX�LW�QHYHU�HYHQ�UHDFKHV���SHUFHQW��VR�LW�LV�D�GRXEOH�HGJHG�VZRUG���2Q�PDQ\�RFFDVLRQV�LQ�P\�FRXQWU\��ZKHQ�EDQNHUV�HQFRXUDJH�XV�WR�LPLWDWH�0RKDPHG�<XQLV�LW�LV�EHFDXVH�WKH\�ZDQW�HYHU\ERG\�WR�XVH�IRUHLJQ�PRQH\�WR�JLYH�FUHGLW�WR�WKH���SHUFHQW�ZKLOH�WKH\�NHHS�WKH����SHUFHQW�WR�WKHPVHOYHV��6R�WKH�DQVZHU�LV�WKLV��\RX�FDQ�GR�PXFK�IRU�WKH�SRRUHVW�RI�WKH�SRRU�ZKHQ�WKHUH�LV�QR�FROODWHUDO�DQG�DOO�LQJHQXLW\�LV�GHVHUYHG��%XW�WKLV�VKRXOG�QRW�GLYHUW�XV�IURP�WKH�IDFW�WKDW�WKH�PDMRULW\�RI�VDYLQJV�DQG�FROODWHUDO�LQ�\RXU�FRXQWU\��ZKLFK�DPRXQWV�WR�86�����ELOOLRQ�RI�LQYLVLEOH�EXLOGLQJV��LV�XQGRXEWHGO\�PXFK�PRUH�PRQH\�WKDQ�0RKDPHG�<XQLV�HYHU�GUHDPW�RI��6R�,�DP�QRW�DGYLVLQJ�\RX�WR�GLVUHJDUG�WKH�SRRUHVW�RI�WKH�SRRU�EXW�WKHUH�DUH�RWKHU�YHU\�LPSRUWDQW�DFWLRQV�\RX�FDQ�WDNH�DVLGH�IURP�KHOSLQJ�WKH�ERWWRP�VKHOI��7KRXJK�WKH�ERWWRP�VKHOI�LV�JUHDW�VWXII��
3DUWLFLSDQW��7KDQN�\RX�IRU�DQ�H[WUHPHO\�LQIRUPDWLYH�DQG�H[FLWLQJ�VSHHFK��,�DP�RQH�RI�WKH�SHRSOH�LQ�(J\SW�ZKR�VLQFH�WKH�����V�KDV�EHHQ�ZULWLQJ�DERXW�(J\SWLDQ�VPDOO�VFDOH�LQGXVWULHV�DQG�WKH�IRUPDO�VHFWRU��<RXU�GLVFXVVLRQ�LV�ILWWLQJ�EHFDXVH�WKH�LQIRUPDO�VHFWRU�LV�RQH�RI�WKLV�FRXQWU\¶V�PDLQ�IRUFHV��EXW�PDQ\�RI�P\�FROOHDJXHV��LQWHOOHFWXDOV�DQG�HYHQ�HFRQRPLVWV�DUH�QRW�DZDUH�RI�WKH�H[WHQW�RI�VPDOO�EXVLQHVV�FRQWULEXWLRQ�LQ�(J\SW��6PDOO�EXVLQHVVHV�RI����SHRSOH�RU�OHVV�HPSOR\�PRUH�WKDQ����SHUFHQW�RI�WKH�(J\SWLDQ�LQGXVWULDO�ODERU�IRUFH��6R�\RXU�WDON�LV�YHU\�DSSURSULDWH�DQG�IXOO�RI�LGHDV��,�MXVW�KDYH�WZR�SRLQWV�WR�UDLVH���,�DP�QRW�YHU\�PXFK�LQWULJXHG�E\�WKH�ILJXUH�86�����ELOOLRQ�RU�86�����ELOOLRQ�WKDW�\RX�PHQWLRQHG��,W�LV�FDWFK\�EXW�LQ�D�VHQVH�FRQIXVHV�WKH�GLIIHUHQFH�EHWZHHQ�VWRFN�DQG�IORZ��:RXOG�LW�PDNH�D�GLIIHUHQFH�LI�LW�ZHUH�86�����ELOOLRQ��:KDW�LI�WKHUH�LV�86�����ELOOLRQ"�$UH�ZH�PRUH�LQWHUHVWHG�DW�WKDW�VWDJH�LQ�IL[HG�FDSLWDO�RU�LQ�FLUFXODWLQJ�FDSLWDO"�,W�LV�OLNH�ZHDOWK�DQG�LQFRPH��VWRFN�DQG�IORZ��,W�PDWWHUV�OLWWOH�LI�RQH�RI�(J\SW¶V����S\UDPLGV�LV�ZRUWK�86����ELOOLRQ��:KDW�
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PDWWHUV�LV�WKH�IORZ��6HFRQG��\RX�PHQWLRQHG�WRZDUGV�WKH�HQG�RI�\RXU�VSHHFK��DQG�,�DJUHH�ZLWK�\RX��WKDW�ZH�KDYH�EHHQ�SULYDWL]LQJ�D�ELW�WRR�IDVW�ZLWKRXW�EXLOGLQJ�WKH�LQVWLWXWLRQV�IRU�LW��3ULYDWH�SURSHUW\�LV�WKH�EX]]�ZRUG���<RX�PHQWLRQHG�WKDW�JHQHUDOO\�VSHDNLQJ�XQOHVV�SURSHUW\�ULJKWV�H[LVW��WKH�YDOXH�RI�WKLQJV�PD\�JR�GRZQ��7KH�VWUDQJH�SKHQRPHQRQ�KDSSHQLQJ�LQ�(J\SW�DW�WKH�PRPHQW��ZKLFK�LV�D�FKDOOHQJH�IRU�WKH�(J\SWLDQ�JRYHUQPHQW�DQG�IRU�XV�DOO��LV�WKDW�ZLWKRXW�ZHOO�GHILQHG�SURSHUW\�ULJKWV��GHVHUW�ODQG�LV�RSHQ�WR�PDVVLYH�VSHFXODWLRQ�DQG�SURILWV�LQ�ELOOLRQV��,W�LV�D�SUREOHP�WR�PDNH�WKLV�PRQH\�RQ�VSHFXODWLQJ�ZLWKRXW�WKH�OHJDO�EDFNJURXQG�IRU�LW��:KDW�VKRXOG�EH�GRQH"�)LQDOO\��,�ZRXOG�OLNH�WR�PDNH�D�SRLQW�PDGH�E\�3ULPH�0LQLVWHU�+HJD]L�RQ�WKH�LQIRUPDO�VHFWRU��7KH�JRYHUQRUDWH�RI�'RPLHWWH�LQ�(J\SW�KDV���SHUFHQW�XQHPSOR\PHQW�DQG�LV�EDVHG�HQWLUHO\�RQ�VPDOO�VFDOH�LQGXVWU\��%XW�LQ�WKH�IRUPDO�VHFWRU��FROODWHUDO�PD\�PHDQ�UHSXWDWLRQ�ZLWKRXW�SDSHUV��ZLWKRXW�DQ\�ODQG��7KH�FROODWHUDO�FDQ�LWVHOI�EH�LQIRUPDO��
6SHDNHU��7KDQN�\RX�IRU�\RXU�TXHVWLRQV��,�DP�JODG�\RX�ZHUH�QRW�WKULOOHG�E\�WKH�����EOQ��,Q�IDFW�WKHVH�DUH�QRW�VXUSULVLQJ�QXPEHUV��<RX�VSRNH�DERXW�VRPHWKLQJ�,�GLVFXVVHG�ZLWK�$KPHG�*DODO���WKH�GLIIHUHQFHV�EHWZHHQ�VWRFN�DQG�IORZ��7KH�TXHVWLRQ�LV�ZKDW�LV�IORZ�ZLWKRXW�VWRFN"�,I�\RX�WDNH�D�PRGHUQ�HFRQRPLFV�ERRN��E\�VD\�3DXO�6DPXHOVRQ�RU�5XGLJDU�'RUQEXVK��ZKHQ�\RX�VSHDN�RI�FDSLWDO�DQG�ILQDQFLDO�IORZV��SURSHUW\�LV�DQ�LPPHGLDWH�LQJUHGLHQW��%HFDXVH��LI�LW�LV�UHDOO\�D�TXHVWLRQ�RI�PRQH\��/DWLQ�$PHULFDQV�SURGXFH�D�ORW�PRUH�RI�LW�WKDQ�1RUWK�$PHULFDQV��7KHUH�LV�JUHDW�IORZ�EXW�LW�LV�LQIODWLRQDU\���6R�WKH�SRLQW�LV�WKLV��\RX�DUH�DEOH�WR�SURGXFH�LQ�DV�PXFK�DV�\RXU�SURGXFWLRQ�LV�UHSUHVHQWHG��,Q�RWKHU�ZRUGV��WKH�DPRXQW�RI�WUDQVDFWLRQ�FRVWV�\RX�LQFXU�ZKHQ�\RXU�SURSHUW\�LV�QRW�GLUHFWO\�UHSUHVHQWHG�PHDQV�WKDW�\RXU�IORZ�LV�RQO\�VR�PXFK�OHVV��<RXU�VWRFN�KHOSV�FUHDWH�\RXU�IORZ��7KHUH�LV�DQ�DXWRPDWLF�DVVXPSWLRQ�WKDW�FDSLWDO�LV�PRQH\��,I�FDSLWDO�ZHUH�RQO\�PRQH\�WKHQ�DOO�ZH�ZRXOG�KDYH�WR�GR�LV�FUHDWH�PRUH�PRQH\�DQG�WKHQ�ZH�ZRXOG�KDYH�PRUH�IORZV��7KH�UHDVRQ�IRU�VXFK�OLWWOH�FDSLWDO�IRU�LQYHVWPHQW�LQ�PDQ\�RI�RXU�FRXQWULHV�LV�EHFDXVH�WKHUH�LV�QRWKLQJ�ZKLFK�DOORZV�\RX�WR�IL[�DQG�UHDOL]H�ZKDWHYHU�YDOXH�\RX�FUHDWH���
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:KHQ�$GDPV�6PLWK�ZURWH�DERXW�����\HDUV�DJR��KH�XVHG�WR�VD\�WKDW�\RX�PXVW�QRW�FRQIXVH�PRQH\�ZLWK�UHDO�ZHDOWK��+H�VDLG�PRQH\�LV�OLNH�D�JUHDW�KLJKZD\��,W�LV�D�FLUFXODWLQJ�PHFKDQLVP�ZKLFK�DOORZV�XV�WR�OXEULFDWH�WKH�V\VWHP�DQG�WR�SURYLGH�FRPPRQ�GHQRPLQDWRU�YDOXHV��EXW�LW�LV�QRW�FDSLWDO�DQG�QRW�ZHDOWK��:KDW�,�DP�VD\LQJ�LV�WKDW������ELOOLRQ�LV�FRPSOHWHO\�XQLPSUHVVLYH�XQOHVV�LW�FDQ�EHFRPH�IORZ��:KHQ�\RX�DUH�DFWXDOO\�DEOH�WR�HQWHU�WKLV�VXP�LQWR�\RXU�V\VWHP��LW�FDQ�EH�FRQYHUWHG�IURP�D�VWRFN�LQWR�D�IORZ�DQG�WKHQ�PRQHWL]HG�DFFRUGLQJO\��%XW�XQWLO�WKHQ�LW�ZLOO�UHPDLQ�VWRFN�ZKLFK�LV�ZKDW�,�FDOO�³GHDG�FDSLWDO�´�,�WKLQN�WKLV�LV�DV�IDU�DV�,�FDQ�JR�QRZ��7KH�QH[W�WKLQJ�\RX�PHQWLRQHG�ZDV�WKDW�WUDQVDFWLRQV�GR�WDNH�SODFH�DW�WKH�LQIRUPDO�VHFWRU��,�GR�QRW�NQRZ�LI�,�XQGHUVWRRG�FRUUHFWO\��7KDW�SHRSOH�KDYH�WUDQVDFWLRQV�DQG�XVH�FROODWHUDO�DW�WKH�LQIRUPDO�OHYHO�LV�DEVROXWHO\�WUXH��0DUNHW�HFRQRPLHV�KDYH�DOZD\V�H[LVWHG�DW�WKH�LQIRUPDO�OHYHO�HYHQ�������\HDUV�DJR�LQ�WKH�%DE\ORQLDQ�WLPHV��$V�D�PDWWHU�RI�IDFW��ZRUOG�FDSLWDO�DFWXDOO\�FDPH�IURP�WKDW�SDUW�RI�WKH�ZRUOG��7KH�ZKROH�LGHD�RI�FDSLWDO�FRPHV�IURP�WKH�0HGLHYDO�/DWLQ�WHUP�³FDSLWDOV´�ZKLFK�UHIHUV�WR�KHDG��&DSLWDO�UHIHUUHG�WR�FDWWOH�EHFDXVH�RQH�FRXOG�PHDVXUH�WKHP�E\�KHDGV�DQG�EHFDXVH�WKH\�FUHDWHG�VXUSOXV�YDOXH��2QH�FRZ�DQG�RQH�EXOO�DOZD\V�HTXDOV�OLWWOH�FDOYHV���VR�FDSLWDO�EHJHWV�FDSLWDO��+RZHYHU��ZKHQ�FDSLWDO�LV�LQIRUPDO�WKH�WUDQVDFWLRQ�VL]H�LV�H[WUHPHO\�OLPLWHG��,W�LV�VLPLODU�WR�WKH�HQRUPRXV�PDUNHW�DFWLYLW\�LQ�RXU�FRXQWULHV��&ROODWHUDO�V\VWHPV�GR�H[LVW�DV�GR�PDUNHW�WUDQVDFWLRQV��EXW�WKH\�DUH�H[WUHPHO\�UHGXFHG�LQ�VL]H��H[WUHPHO\�UHGXFHG�LQ�WLPH�DQG�H[WUHPHO\�LQVHFXUH��$V�LW�LV�RXWVLGH�WKH�HFRQRP\�LW�LV�DW�YHU\�KLJK�ULVN��DQG�WKHUHIRUH�GHSHQGV�RQ�DQ�HQRUPRXV�DPRXQW�RI�LQYHVWPHQW�DQG�ZKR�\RX�NQRZ���/HW�PH�JLYH�\RX�DQ�LGHD�RI�KRZ�PRVW�WUDQVDFWLRQV�LQ�D�FRXQWU\�VXFK�DV�3HUX�DUH�UHDOO\�GRQH��,�PD\�XVH�VRPH�VWURQJ�PHWDSKRUV��EXW�,�GR�QRW�NQRZ�KRZ�HOVH�WR�EULQJ�WKLV�SRLQW�DFURVV�EHFDXVH�RXU�V\VWHP�RI�UHFRUGV�RQ�RZQHUVKLS�DQG�ULJKWV�DUH�VR�DEVROXWHO\�SRRU�DQG�XQUHOLDEOH��,W�QRW�RQO\�DIIHFWV�WKH�SRRU��EXW�HYHU\ERG\��7KH�SRRU�DQG�LQIRUPDO�HFRQRP\�LQSXW�LV�HVVHQWLDO��,W�LV�QRW�SRVVLEOH�WR�GHSHQG�VROHO\�RQ�WKH�IRUPDO�HFRQRP\��/DWLQ�$PHULFDQV�GHGLFDWH�DQ�HQRUPRXV�DPRXQW�RI�WLPH�FXOWLYDWLQJ�SHUVRQDO�UHODWLRQVKLSV�EHFDXVH�WKH�RQO\�UHFLSH�WR�VHFXULW\�LQ�WUDQVDFWLRQV�LV�ZKR�\RX�NQRZ��KRZ�\RX�NQRZ�WKHP�DQG�ZKDW�UHSXWDWLRQ�WKH\�KDYH��<RX�FDQ�EUHDN�DQG�PDNH�
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VRPHRQH�WKURXJK�WKHLU�UHSXWDWLRQ��7KH�UHVXOW�LV�WKDW�DW�OHDVW����WR����SHUFHQW�RI�D�3HUXYLDQ�HQWUHSUHQHXU¶V�WLPH�LV�VSHQW�QHWZRUNLQJ�DQG�FXOWLYDWLQJ�UHODWLRQVKLSV���<RX�ZLOO�XVXDOO\�ILQG�WKDW�HQWUHSUHQHXUV�LQ�:HVWHUQ�LQGXVWULDOL]HG�FRXQWULHV�DUH�OHVV�XVHG�WR�WKLV��7KH\�KDYH�YHU\�IRFXVHG�HQHUJLHV�EHFDXVH�WKH\�XVXDOO\�GHGLFDWH�DOO�WKHLU�WLPH�WR�GRLQJ�EXVLQHVV��EHFDXVH�WKHLU�GRFXPHQWDWLRQ�LV�VHFXUH�DQG�EHFDXVH�WKH\�FDQ�GHDO�LQ�ODUJH�YROXPHV�ZLWK�ORZ�WUDQVDFWLRQ�FRVWV��7KH�LQIRUPDO�VHFWRU�ZDVWHV�DQ�HQRUPRXV�DPRXQW�RI�KXPDQ�HQHUJ\�HVWDEOLVKLQJ�UHODWLRQVKLSV�ZKLFK�FDQ�HDVLO\�EH�GRQH�WKURXJK�D�ID[�RU�D�FRGH�QXPEHU�LQ�WKH�:HVW��6R�,�DP�QRW�VD\LQJ�WKDW�WKHUH�DUH�QR�PDUNHW�HFRQRPLHV�LQ�WKH�LQIRUPDO�VHFWRU��EXW�WKDW�WKH\�GHSHQG�RQ�ZKR�\RX�NQRZ�DQG�RQ�SXEOLF�UHODWLRQV��ZKLFK�LQ�WKH�HQG�NHHS�PRVW�RI�RXU�SHRSOH�YHU\�SRRU�LQVWHDG�RI�PDNLQJ�WKHP�SDUWLFLSDWH�LQ�UHDO�SURGXFWLRQ���
3DUWLFLSDQW� ,�ZRXOG�OLNH�WR�WKDQN�0U��GH�6RWR�IRU�D�YHU\�HQOLJKWHQLQJ�OHFWXUH��,W�DOORZV�XV�WR�YLHZ�WKH�SRRU�DQG�SRYHUW\�IURP�D�GLIIHUHQW�DQJOH�DQG�UHIOHFWV�VLPLODU�VWXGLHV�ZH�SUHSDUHG�D�FRXSOH�RI�\HDUV�DJR�RQ�WKH�UROH�RI�ZRPHQ�DQG�WKH�LQIRUPDO�VHFWRU��7R�RXU�VXUSULVH��WKH�UROH�DQG�SURGXFWLYLW\�RI�WKHVH�LQYLVLEOH�PHQ�DQG�ZRPHQ�LQ�WKH�LQIRUPDO�VHFWRU�DUH�WUHPHQGRXV�WKRXJK�QHYHU�UHIOHFWHG�SURSHUO\�LQ�IRUPDO�VWDWLVWLFV���+RZHYHU��RQ�D�ODUJH�VFDOH��WKH�SRLQW�LV�QRW�SURSHUW\��� ZKDW�WKH\�RZQ�RU�QRW��� EXW�FDSDELOLW\��ZKDW�WKH\�FDQ�SURGXFH�DQG�ZKDW�VHUYLFHV�WKH\�RIIHU��8QOHVV�WKLV�LV�UHJLVWHUHG�DQG�SODQQHG�IRU��WKHQ�HFRQRPLF�SROLF\�ZLOO�QRW�SURSHUO\�UHIOHFW�WKH�IDFWV��7KH�LQIRUPDO�VHFWRU�LV�QHHGHG�IRU�LWV�FDSDELOLWLHV��ZKLFK�VKRXOG�EH�UHIOHFWHG�LQ�IRUPDO�VWDWLVWLFV�DQG�GHFLVLRQ�PDNLQJ��,W�ZLOO�DOORZ�XV�WR�WDNH�WKH�ULJKW�FRXUVH�LQ�EULQJLQJ�DERXW�VXVWDLQDEOH�GHYHORSPHQW��0U��<XQLV¶V�LGHD�IRU�%DQJODGHVK�LV�DFWXDOO\�DOUHDG\�HPSOR\HG�LQ�(J\SW�LQ�UHPRWH�UXUDO�DUHDV��:RPHQ�KDYH�FUHDWHG�WKHLU�RZQ�EDQNLQJ�V\VWHP�LQ�ZKLFK�PRQH\�H[FKDQJH�LV�SHUIRUPHG��,W�LV�D�ORFDO�EDQNLQJ�V\VWHP�WKDW�WKH�SRRU�XVH�WR�VXUYLYH��ZKLFK�SURYHV�WKDW�WKH\�KDYH�SRWHQWLDO�DQG�LGHDV��$QG�WKH\�NQRZ�H[DFWO\�ZKDW�WKH\�QHHG��,W�LV�WKHUHIRUH�LPSRUWDQW�IRU�XV�WR�OLVWHQ�WR�WKHP�PRUH�FORVHO\��7KH\�ZLOO�EH�DEOH�WR�SXW�XV�RQ�WKH�ULJKW�WUDFN��
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6SHDNHU��,�ILQG�\RXU�FRPPHQWV�YHU\�LQWHUHVWLQJ��2QH�WKLQJ�ZH�GLG�LQ�3HUX�DV�SDUW�RI�WKH�IRUPDOL]DWLRQ�SURFHVV�ZDV�IRUPDOL]LQJ�PDUULDJHV��:H�IRXQG�WKDW�LQ�PDQ\�FDVHV�WKH�WLWOH�RI�KRPHV��HVSHFLDOO\�ZKHQ�LQIRUPDO��GHSHQGV�RQ�WKH�KXVEDQG��$QG�RQH�UHDVRQ�ZK\�ZLYHV�ZHUH�QRW�DEOH�WR�VKDUH�WKH�SURSHUW\�ZDV�EHFDXVH�WKH�DPRXQW�RI�WLPH�ORVW�RQ�EXUHDXFUDWLF�SURFHGXUHV�EHIRUH�PDUULDJH�ZDV�HTXLYDOHQW�WR�����GD\V��6R�ZH�FXW�LW�GRZQ�WR����GD\V�DQG�WKHUHE\�LQFUHDVHG�WKH�DPRXQW�RI�OHJDO�PDUULDJHV�LQ�3HUX�DQG�WKH�ULJKWV�RI�ZRPHQ�RQ�DVVHWV���)RUPDOL]DWLRQ�UHDOO\�PHDQV�LQWHJUDWLQJ�WKH�H[FOXGHG�LQWR�VRFLHW\��ZKLFK�LQ�WXUQ�PHDQV�WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKH�JHQGHU�LVVXH��,QWHJUDWLRQ�KDV�DFWXDOO\�DOORZHG�XV�WR�EULQJ�VR�PDQ\�SHRSOH�LQWR�WKH�IRUPDO�VHFWRU�EHFDXVH�LW�QRW�RQO\�IDFLOLWDWHG�WKHLU�HQWU\�LQWR�WKH�IRUPDO�VHFWRU�EXW�DOVR�JDYH�WKHP�UHDO�HVWDWH�DVVHWV���,W�DOVR�PHDQW�WKH�FUHDWLRQ�RI�FRQWUDFWV��LQFOXGLQJ�WKRVH�IRU�LQGLYLGXDOV��IDPLO\�DQG�ZRPHQ�ULJKWV�ODZV��7KLV�PDGH�ZRPHQ�YHU\�SRZHUIXO�LQ�3HUX��6R�LQ�WKH�HQG�ZKDW�FRXQWV�LV�QRW�VR�PXFK�WKH������ELOOLRQ�EXW�WKH�DPRXQW�RI�SRWHQWLDO�ZKLFK�KDV�QRW�\HW�EHHQ�XVHG��7KDW�FDQ�QRW�EH�XVHG�XQOHVV�\RX�FUHDWH�PHFKDQLVPV�RI�DSSURSULDWLRQ�DQG�LQ�WKDW�FRQWH[W�LW�LV�LQGHHG�RI�LQWHUHVW�WR�WKH�SULYDWH�VHFWRU��2QH�RI�WKH�UHDVRQV�,�KDYH�FRPH�WR�(J\SW��DSDUW�IURP�EHLQJ�H[WUHPHO\�IDVFLQDWHG�E\�WKLV�PDUYHORXV�QDWLRQ��ZDV�RI�FRXUVH�EHFDXVH�,�ZDV�LQYLWHG�E\�DQ�RUJDQL]DWLRQ�ZKRVH�ERDUG�PHPEHUV�ZHUH�PDLQO\�FRPSRVHG�RI�SHRSOH�IURP�WKH�SULYDWH�VHFWRU��,W�ZDV�LQWHUHVWLQJ�WR�PH�EHFDXVH�,�WKLQN�LW�LV�FUXFLDO�WKDW�SHRSOH�IURP�WKH�SULYDWH�VHFWRU�UHDOL]H�WKDW�D�ORW�RI�WKH�VR�FDOOHG�SHRSOH�LQ�WKH�LQIRUPDO�VHFWRU�DUH�WKHLU�PRVW�VXSSRUWLYH�FRQVWLWXHQF\��� SURYLGHG�\RX�FDQ�ILQG�D�V\VWHP�RI�LGHQWLILFDWLRQ��7KH\�DUH�ERWK�UHDOO\�LQ�EXVLQHVV�DQG�EXVLQHVV�ZLOO�JDLQ�LI�HQWUHSUHQHXUV�ZKR�DUH�PDUJLQDOL]HG�DFWXDOO\�SDUWDNH�LQ�WKH�V\VWHP���2QH�LQWHUHVWLQJ�WKLQJ�WKDW�ZH�GLVFRYHUHG�DERXW�3HUX�ZKHQ�ZH�EHJDQ�RXU�UHIRUPV�ZLWK�SUHVLGHQW�)XMLPRUL�ZDV�WKDW�LW�ZDV�LPSRUWDQW�WR�HOLPLQDWH�WKH�ZRUG�³SULYDWH´�IURP�WKH�SROLWLFDO�YRFDEXODU\��:KHQ�ZH�FRQGXFWHG�D�VWXG\�LQTXLULQJ�DERXW�WKH�PHDQLQJ�RI�WKH�ZRUG�³SULYDWH´�WR�WKH����RU����SHUFHQW�RI�WKH�3HUXYLDQ�SRSXODWLRQ�UHSUHVHQWHG�E\�NH\�SHRSOH�DVVHPEOHG�LQ�D�ODUJH�URRP��WKHLU�DQVZHU�ZDV�LQWHUHVWLQJ��6RPH����RU����SHUFHQW�RI�WKH�3HUXYLDQ�SRSXODWLRQ�VDLG��³,¶P�QRW�D�PHPEHU�RI�WKH�SULYDWH�VHFWRU�´�:H�WKHQ�DVNHG�D�VHFRQG�TXHVWLRQ��³$UH�\RX�D�PHPEHU�RI�WKH�
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SXEOLF�VHFWRU"´�DQG�WKH�UHSO\�ZDV�³1R��RI�FRXUVH�QRW��WKH�SXEOLF�VHFWRU�LV�WKH�JRYHUQPHQW�´�7KHQ�ZH�DVNHG��³:KR�LV�LQ�WKH�SULYDWH�VHFWRU"´�7KH�UHSO\�ZDV�ORV�GH�DULED�RU�³WKRVH�XS�WKHUH�´��6R�WKH�ILUVW�WKLQJ�ZH�OHDUQHG�LV�WKDW�WKH�ZRUG�³SULYDWH´�LV�EDG��,Q�IDFW��LW�ZDV�YHU\�KDUG�WR�JHW�WKURXJK�D�SULYDWL]DWLRQ�SURJUDP�EHFDXVH�SHRSOH�YLHZHG�SULYDWL]DWLRQ�DV�WDNLQJ�IURP�WKH�QDWLRQ�DQG�JLYLQJ�WR�WKH�ULFK��%XW�LI�\RX�JLYH�WKH�SRRU�SURSHUW\��WKH\�ZLOO�XQGHUVWDQG�WKH�GLIIHUHQFH�EHWZHHQ�VRYHUHLJQW\�DQG�SURSHUW\���,��IRU�H[DPSOH��KDYH�SURSHUW\�LQ�3HUX�DQG�,�KDYH�DEVROXWHO\�QR�SUREOHP�VHHLQJ�$PHULFDQV��&KLQHVH�RU�&KLOHDQV�FRPH�LQ�DQG�WDNH�WKH�HOHFWULFDO�FRPSDQ\�DV�D�SULYDWH�FRPSDQ\�EHFDXVH�,�NQRZ�ZH�DUH�QRW�JLYLQJ�WKHP�VRYHUHLJQW\��7KH\�DUH�JHWWLQJ�SURSHUW\��MXVW�OLNH�,�KDYH�SURSHUW\��%XW�IRU�VRPHERG\�ZKR�GRHV�QRW�KDYH�OHJDO�SURSHUW\��WKDW�LV�D�KDUG�GLVWLQFWLRQ�WR�PDNH��3URSHUW\�LV�SHUFHLYHG�DV�VRPHWKLQJ�VR�VXEWOH�DQG��UHSUHVHQWDWLYH��DEVWUDFW�DQG�FRQFHSWXDO�WKDW�\RX�PXVW�DFWXDOO\�IHHO�LW�EHIRUH�\RX�FDQ�GLVWLQJXLVK�LW�IURP�WKH�LGHD�RI�VRYHUHLJQW\��6R�\RX�FDQ�HYHQ�EHJLQ�LQWHUHVWLQJ�SULYDWL]DWLRQ�DQG�EHFRPH�D�PRUH�HIILFLHQW�FRXQWU\�DQG�PDNH�LW�SROLWLFDOO\�YLDEOH�LI�SHRSOH�GLVWLQJXLVK�EHWZHHQ�VRYHUHLJQW\�DQG�SURSHUW\��%XW�WKDW�FDQ�RQO\�KDSSHQ�LI�HYHU\RQH�KDV�DFFHVV�WR�SURSHUW\��
3DUWLFLSDQW��,�DP�IURP�WKH�1*2�VHFWRU��,�ZRUN�ZLWK�WKH�LQIRUPDO�VHFWRU�DOO�WKH�WLPH��DQG�LQ�WKLV�FLW\�DORQH�������WRQV�RI�JDUEDJH�DUH�JHQHUDWHG�HYHU\GD\��7KH�LQIRUPDO�VHFWRU�KDQGOHV�������WRQV�DQG�ZH�KDYH�HVWDEOLVKHG�WKDW�HYHU\�������WRQV�KDQGOHG�E\�WKH�LQIRUPDO�VHFWRU�FUHDWHV�DW�OHDVW��������MREV��<HW�DOO�WKH�DGYLFH�DQG�VWUDWHJLHV�IURP�SROLF\�PDNHUV�WR�VROYH�WKH�JDUEDJH�SUREOHP�RI�&DLUR�LV�VLPSO\�WR�LPSRUW�KXJH�WUXFNV�DQG�GR�DZD\�ZLWK�DOO�WKLV�GLUW��:KHQ�ZH�SURSRVHG�WR�IRUPDOL]H�LQIRUPDO�VHFWRU�VROXWLRQV��WKH\�ZHUH�QRW�TXLWH�FRQYLQFHG��0RVW�RI�WKHVH�LQIRUPDO�VHFWRU�SHRSOH�DUH�IRUFHG�WR�OLYH�RQ�WKH�HGJH�RI�WKH�FLW\�LQ�LQIRUPDO�VHWWOHPHQWV��7KH\�DUH�H[FOXGHG�EHFDXVH�WKH\�NHHS�PRYLQJ�RXWVLGH�WKH�QHLJKERUKRRGV�WKH\�VHUYLFH��:KDW�GLG�\RX�GR�LQ�3HUX"�:KDW�PHFKDQLVP�GLG�\RX�XVH�WR�FRQYLQFH�SROLF\�PDNHUV"��

6SHDNHU��7KH�V\VWHP�ZH�XVHG�WR�FRQYLQFH�SROLF\�PDNHUV�WR�SXW�WKHVH�UXOHV�LQWR�SODFH�ZDV�ILUVW�RI�DOO�WR�VKRZ�WKHP�YRWLQJ�WUHQGV��<RX�VXGGHQO\�UHDOL]H�WKDW�GLIIHUHQW�SHRSOH�DUH�PRWLYDWHG�E\�GLIIHUHQW�TXDQWLWLHV��$Q�HQWUHSUHQHXU�KDV�WR�PDNH�DQ�LQWHUQDO�UDWH�RI�UHWXUQ�ZKLFK�KH�FDQ�EH�



(&(6�'/6����GH�6RWR������

� ��

GHQRPLQDWHG�LQ�PRQH\��%XW�D�SROLWLFLDQ�KDV�WR�WKLQN�LQ�WHUPV�RI�KLV�HOHFWRUDWH��DQG�LQ�WHUPV�RI�KLV�FRQVWLWXHQF\��6R�RQFH�\RX�KDYH�FOHDUO\�LOOXVWUDWHG�RU�EHHQ�DEOH�WR�HVWDEOLVK�KRZ�PDQ\�SHRSOH�DFWXDOO\�ZRUN�LQ�WKH�LQIRUPDO�VHFWRU��ZKDW�LW�PHDQV�IRU�WKH�HFRQRP\��\RXU�SROLF\�PDNHUV�ZLOO�DXWRPDWLFDOO\�WXUQ�WRZDUGV�LW��7KH�ILUVW�WKLQJ�WR�GR�LV�FRQWLQXH�ILQGLQJ�RXW�KRZ�PDQ\�WRQV�RI�JDUEDJH�DUH�EHLQJ�PRYHG�DQG�KRZ�PDQ\�SHRSOH�DUH�EHLQJ�VHUYHG��:KHQ�\RX�DGG�LW�XS��LW�PD\�FRPH�RXW�WR����SHUFHQW�RI�(J\SWLDQV��,�GR�QRW�WKLQN�WKHUH�ZLOO�EH�D�SROLWLFLDQ�LQ�WRZQ�ZKR�ZLOO�QRW�UHDFW���6HFRQG��LQ�3HUX�ZH�VFDUHG�WKHP��E\�VKRZLQJ�KRZ�PDQ\�RI�WKHVH�FKDQJHV�FDPH�DERXW�LQ�ZHVWHUQ�(XURSH��DQG�KRZ�WKH�KLVWRU\�RI�WKH�ZRUOG�FDQ�EH�ZULWWHQ�LQ�WHUPV�RI�LQIRUPDO�VHFWRUV�WKDW�DUH�LJQRUHG��7DNH�IRU�LQVWDQFH�WKH�%RVWRQ�7HD�3DUW\�RI�WKH�$PHULFDQ�FRORQLVWV�ZKR�ZHUH�QRW�ZLOOLQJ�WR�SD\�WD[HV��7KHLU�DFWLRQV�ZHUH�REYLRXVO\�D�SDUW�RI�WKH�LQIRUPDO�VHFWRU�DQG�PDGH�WKH�8QLWHG�.LQJGRP�ORVH�WKHLU�FRORQLHV�YHU\�IDVW�DQG�HDUO\�RQ��,�DP�VXUH�%ULWDLQ�ZRXOG�KDYH�OLNHG�WR�KROG�RQ�WR�WKHP�IRU�DW�OHDVW�DV�ORQJ�DV�LW�KHOG�RQ�WR�+RQJ�.RQJ��6R�LI�\RX�LJQRUH�\RXU�LQIRUPDO�VHFWRU�DQG�KDYH�D�WHUURULVW�PRYHPHQW�WKH�ZD\�ZH�GLG�LQ�3HUX�ZKLFK�ZDV�HQRXJK�WR�DOHUW�SHRSOH��WKLQJV�FDQ�FKDQJH�TXLFNO\��,W�LV�DOVR�LQWHUHVWLQJ�WR�ORRN�DW�KRZ�QDWLRQV�FKDQJH��)RU�H[DPSOH��WKH�HYHQWV�OHDGLQJ�XS�WR�WKH�)UHQFK�5HYROXWLRQ�DUH�UHYHDOLQJ��7KH�%ULWLVK�KDG�IRXQG�D�ZD\�RI�ZHDYLQJ�WH[WLOHV�LQVSLUHG�E\�WKH�,QGLDQV�ZKLFK�WKH\�FDOOHG�FRWWRQ�WH[WLOHV�RU�³FDOLFRV�´�,W�ZDV�VR�HIILFLHQW�WKDW�VPDOO�LQIRUPDO�HQWUHSUHQHXUV�LQ�)UDQFH�EHJDQ�WR�XVH�LW���7KLV�LV�RI�FRXUVH�EHIRUH�WKH�ZRUG�³LQIRUPDO´�H[LVWHG��VR�QRERG\�FDOOHG�WKHP�LQIRUPDO�HQWUHSUHQHXUV��7KH\�ZHUH�MXVW�VLPSO\�LOOHJDO�EDQGLWV��GLVOR\DO�FRPSHWLWLRQ��RU�VPDOO�EXVLQHVV��,W�ZDV�VXFK�D�WKUHDW�WR�WKH�H[LVWLQJ�SULYDWH�LQGXVWU\�ZKLFK�ZDV�SURWHFWHG�E\�WKH�NLQJ�WKDW�WKH�GHDWK�SHQDOW\�ZDV�HVWDEOLVKHG�IRU�ZKRHYHU�ZRXOG�LPSRUW�³FDOLFRV´�IURP�RXWVLGH�)UDQFH�RU�ZKRHYHU�ZRXOG�PDQXIDFWXUH�³FDOLFRV´�ZLWKLQ�)UDQFH��$ERXW����\HDUV�DJR�WKH\�EHJDQ�FROOHFWLQJ�DOO�WKH�FHUWLILFDWHV�RI�SXEOLF�H[HFXWLRQV�FDUULHG�RXW�LQ�)UDQFH�DJDLQVW�WKH�LOOHJDO�PDQXIDFWXUH�RI�FDOLFRV��HLWKHU�E\�KDQJLQJ�RU�E\�VXPPDU\�H[HFXWLRQV�RQ�WKH�EHDFKHV�LI�WKH\�ZHUH�VPXJJOHUV��7KH\�WRWDOHG��������GHDWK�FHUWLILFDWHV�LQ�OHVV�WKDQ����\HDUV���
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2Q�PDQ\�RFFDVLRQV��HVSHFLDOO\�VLQFH�WKH�,QGXVWULDO�5HYROXWLRQ��SHRSOH�VXGGHQO\�UHDOL]HG�WKDW�WKHUH�H[LVWHG�D�ODUJH�ZRUNLQJ�FODVV�IXQFWLRQLQJ�LQYLVLEO\�DQG�ZKLFK�ZDV�YHU\�SURGXFWLYH��,I�LW�ZHUH�D�YLROHQW�FODVV�LW�FRXOG�EH�GRLQJ�PDQ\�QHJDWLYH�WKLQJV��%XW�IURP�ZKDW�,�VHH�LQ�PRVW�RI�RXU�FRXQWULHV��WKH\�DUH�DFWXDOO\�EHLQJ�YHU\�SURGXFWLYH��IRU�H[DPSOH��LQ�GHDOLQJ�ZLWK�JDUEDJH��7KH�VRRQHU�ZH�DUH�DEOH�WR�LQFRUSRUDWH�WKHP�LQWR�VRFLHW\�DQG�UHFRJQL]H�WKHLU�UROH��� E\�SD\LQJ�VWDWLVWLFDO�DWWHQWLRQ�WR�WKHP��E\�WHOOLQJ�RXUVHOYHV�WKH\�DUH�DQ�LPSRUWDQW�SDUW�RI�VRFLHW\�DQG�WKDW�WKH�IRUPDO�VHFWRU�LV�DFWXDOO\�WKH�WUXH�PDUJLQDO�VHFWRU��� WKH�VRRQHU�ZH�ZLOO�FUHDWH�D�ELJJHU�DQG�EHWWHU�VRFLHW\��
3DUWLFLSDQW��,�OLVWHQHG�WR�\RXU�OHFWXUH�ZLWK�LQWHUHVW�DQG�,�KDYH���FRPPHQWV��)LUVW��,�KDYH�XQGHUVWRRG�WKDW�WKH�OHFWXUH�LV�DERXW�IRUPDOL]DWLRQ�RI�SURSHUW\��WR�FRQYHUW�LW�IURP�GHDG�WR�OLYH�FDSLWDO��7R�GR�WKLV�IURP�WKH�SUDFWLFDO�SRLQW�RI�YLHZ�ZH�KDYH�WR�DVVXPH�WKDW�ZKRHYHU�RZQV�WKH�SURSHUW\�VKRXOG�EH�DQ�HQWUHSUHQHXU�LQ�RUGHU�WR�FRQYHUW�LW�LQWR�SURGXFWLYH�FDSDFLW\�DIWHU�IRUPDOL]DWLRQ�DQG�WR�FRQWULEXWH�WR�HFRQRPLF�GHYHORSPHQW��,�WKLQN�WKH�VWXG\�QHHGV�WR�EH�FRPSOHWHG�WR�LQYHVWLJDWH�WKLV��2I�WKH�/(�����ELOOLRQ�RI�SURSHUW\��KRZ�PXFK�RI�LW�FDQ�DFWXDOO\�EH�FRQYHUWHG�LQWR�SURGXFWLYH�FDSDFLW\�WKURXJK�WKH�EXVLQHVV�VHFWRU���6HFRQG��LQ�(J\SW�QHLWKHU�ODQG�QRU�KRXVHV�DUH�FRQVLGHUHG�DSSURSULDWH�FROODWHUDO�IRU�EDQN�FUHGLW�VLQFH�ODQG�LV�QRW�DFFHSWHG�DV�FROODWHUDO��EHFDXVH�LI�WKH�ERUURZHU�LV�QRW�DEOH�WR�SD\�EDFN�KLV�ORDQ��\RX�ZLOO�QRW�EH�DEOH�WR�VHOO�WKH�ODQG���,Q�WKH�SUHVHQW�UHQW�ODZ��DOWKRXJK�WKH�PDUNHW�YDOXH�RI�WKH�KRXVHV�PLJKW�FKDQJH�LI�\RX�FKRRVH�WR�VHOO��\RX�ZLOO�VHOO�LW�DW�]HUR�SULFH�EHFDXVH�\RX�FDQQRW�DVN�WKH�WHQDQWV�WR�OHDYH�DQG�UHQW�LV�YHU\�ORZ��+RXVHV�DQG�ODQG�DUH�QRW�FRQVLGHUHG�DSSURSULDWH�FROODWHUDO�DJDLQVW�ORDQV��+RZ�FDQ�WKLV�EH�VROYHG"�
6SHDNHU��,�WKLQN�,�KDYH�XQGHUVWRRG�DW�OHDVW�SDUW�RI�\RXU���TXHVWLRQV��)LUVW��WKH�LGHD�WKDW�LW�LV�GRQH�RQO\�IRU�HQWUHSUHQHXUV�LV�JHQHUDO��,�XVHG�WKH�UHDO�HVWDWH�EHFDXVH�LW�ZDV�HDV\�WR�JHW�ILJXUHV��,W�LV�DYDLODEOH��DV�RSSRVHG�WR�EXVLQHVV�ZKLFK�LV�PDLQO\�XQGHUJURXQG��,W�LV�HDVLHU�WR�FDOFXODWH��%XW��LQ�HIIHFW��ZH�DUH�WDONLQJ�DERXW�DOO�IRUPV�RI�FDSLWDO��<RX�DUH�FRUUHFW�ZKHQ�\RX�VD\�WKDW�QRW�DOO�VWRFN�RI�JRRGV�RU�UHDO�DVVHWV�ZLOO�QHFHVVDULO\�EHFRPH�FDSLWDO��LQ�WKH�VHQVH�RI�EHFRPLQJ�D�PHDQV�RI�



(&(6�'/6����GH�6RWR������

� ��

SURGXFWLRQ��1RW�DOO�RI�LW�ZLOO�EH�XVHG�DV�D�PHDQV�RI�SURGXFWLRQ��2I�WKH�/(�����ELOOLRQ�SUREDEO\�RQO\�D�IUDFWLRQ�ZLOO�EH�XVHG���%XW��RQ�WKH�RWKHU�KDQG��LI�LW�FDQ�EH�RQ�WKH�PDUNHW��LI�LW�FDQ�EH�VRPHWKLQJ�WKDW�FDQ�EH�H[FKDQJHG�IRU�ZKDWHYHU�WUDQVDFWLRQ��DW�OHDVW�ZKDW�ZH¶YH�EHHQ�DEOH�WR�VHH�LQ�3HQX�LV�WKDW�WKH�YDOXH�RI�WKLQJV�LQ�DERXW���RU���\HDUV�GRXEOHV��LQ�DERXW���\HDUV�WULSOHV�DQG�WKHQ�TXDGUXSOHV�DQG�DOVR�KDV�D�KLJKHU�YDOXH��D�KLJKHU�PDUNHW�YDOXH�RI�ZKDWHYHU�DVVHWV�\RX�KDYH��7KH�DPRXQW�RI�FDSLWDO�XVHG�DV�D�PHDQV�RI�SURGXFWLRQ�ZLOO�WKHUHIRUH�DOVR�DFFRUGLQJO\�LQFUHDVH��1RW�HYHU\ERG\�XVHG�WKHLU�KRPH�GLUHFWO\�DV�FROODWHUDO��LQFOXGLQJ�WKH�DJULFXOWXUDO�VHFWRU���7KLV�GRHV�QRW�PHDQ��IRU�H[DPSOH��DV�LQ�PDQ\�SDUWV�RI�3HUX�WKDW�SHRSOH�ZLVK�WR�XVH�WKHLU�ODQG�DV�FROODWHUDO��7KH\�VRPHWLPHV�ZLVK�WR�XVH�WKHLU�FURSV�DV�FROODWHUDO�EXW�\RX�FDQ�QRW�HYHQ�XVH�\RXU�FURSV�DV�FROODWHUDO�XQWLO�\RX�NQRZ�ZKR�RZQV�WKH�ODQG�RQ�ZKLFK�WKH�FURS�LV�JURZQ��$OVR��LW�GRHV�QRW�QHFHVVDULO\�PHDQ�WKDW�\RX�ZDQW�HYHU\WKLQJ�WR�EH�DEOH�WR�VHOO�RU�PRUWJDJH�IRUHFORVHG��7KDW�LV�D�SROLWLFDO�GHFLVLRQ�WKDW�\RXU�JRYHUQPHQW�DQG�\RXU�SHRSOH�ZLOO�KDYH�WR�GHFLGH��7KH�RQO\�LPSRUWDQW�WKLQJ�WKDW�ZH�DUH�WU\LQJ�JHW�DFURVV�LV�WKDW�ZKHQ�WKLQJV�DUH�DGHTXDWHO\�UHSUHVHQWHG��\RX�ZLOO�VHH�WKDW�WKH\�KDYH�PRUH�IXQFWLRQV�WKDQ�WKRVH�ZKR�DUH�RQO\�DSSDUHQW�DW�D�SK\VLFDO�OHYHO��+RZ�PDQ\�RI�WKRVH�IXQFWLRQV�FDQ�SURSHUW\�DFWXDOO\�DFFRPSOLVK�LV�VRPHWKLQJ�WKDW�LV�D�(J\SWLDQ�SROLWLFDO�GHFLVLRQ��,W�LV�QRW�D�GHFLVLRQ�IRU�D�IRUHLJQHU�DQG�LW�LV�QRW�D�GHFLVLRQ�IRU�DQ�RXWVLGHU���<RXU�QH[W�TXHVWLRQ�LV�YHU\�WULFN\��,�NQRZ�YHU\�OLWWOH�DERXW�WKH�(J\SWLDQ�PDUNHW�FRQFHUQLQJ�WKH�SRVVLELOLW\�RI�IRUHFORVXUHV�DQG�\RXU�V\VWHP�RI�UHQW�FRQWURO��,Q�3HUX��IRU�H[DPSOH��WKHUH�DUH�PDQ\�FDVHV�ZKHUH�UHQW�FRQWURO�KDG�WKH�SUDFWLFDO�HIIHFWV�RI�FRQYHUWLQJ�UHQW�SD\HUV�LQWR�WKH�UHDO�RZQHUV���6R�\RX�PD\�ZDQW�WR�GHFLGH�ILUVW�RI�DOO�ZKR�UHDOO\�RZQV�ZKDW�EHIRUH�\RX�GHFLGH�ZKR�LV�JRLQJ�WR�JHW�ZKDW�DQG�KRZ�\RX�DUH�JRLQJ�WR�OHW�SHRSOH�KDYH�WKLQJV��,�DP�QRW�VD\LQJ�WKDW�WKHUH�LV�D�TXLFN�DQG�HDV\�VROXWLRQ��:KDW�,�LQGLFDWHG�LV�WKDW�ZKHQ�\RX�ORRN�DW�SK\VLFDO�WKLQJV�EH\RQG�WKHLU�SK\VLFDO�VWDWXV�DQG�\RX�UHDOL]H�WKH�SRWHQWLDO�WKH\�KDYH��\RX�PD\�UHDFK�GLIIHUHQW�FRQFOXVLRQV��)URP�WKHQ�RQ��WKHUH�DUH�VRYHUHLJQ�SROLWLFDO�GHFLVLRQV�ZKLFK�RQO\�(J\SWLDQV�ZLOO�EH�DEOH�WR�PDNH�
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/LVW�RI�$WWHQGHHV��$%'�(/$=,=�0��+(*$=<�)RUPHU�3ULPH�0LQLVWHU��$EGHO�$]L]�+HJD]L�	�&R���$FFRXQWLQJ�DQG�0DQDJHPHQW�&RQVXOWDQWV�$EGD�$O�0DKGL�$VVLVWDQW�3XEOLFDWLRQV���5HVHDUFK�2IILFHU��(FRQRPLF�5HVHDUFK�)RUXP�$EGHO�$]L]�(O�$JXL]\�*HQHUDO�0DQDJHU��)LQDQFH��$GPLQLVWUDWLRQ�	�6XSSO\��$PRFR�(J\SW�2LO�&R��$EGHO�+DPLG�$ERX�0RXVVD�*RYHUQRU��)DLVDO�,VODPLF�%DQN�RI�(J\SW�$EGHO�+DPLG�(O�.RVKHLU\�*HQHUDO�0DQDJHU��&OXE�G
$IIDLUHV�)UDQFR�(J\SWLHQ�$KPHG�(O�0DJKUDE\�&KDLUPDQ��$FFRU�+RWHOV�DQG�0HPEHU��(&(6�$KPHG�(VPDW�0DKG\�'HSXW\�+HDG�RI�(FRQRPLF�6HFWLRQ��$O�$KUDP�1HZVSDSHU�$KPHG�,KDE�*DPDO�(O�'LQ�6HFRQG�6HFUHWDU\��0LQLVWU\�RI�)RUHLJQ�$IIDLUV�$KPHG�/RWI\�,QIRUPDWLRQ�6SHFLDOLVW��(PEDVV\�RI�WKH�8QLWHG�6WDWHV�RI�$PHULFD�$KPHG�6KDZNL�0DQDJLQJ�'LUHFWRU��6KDZNL�	�&R��±�'HORLWWH�7RXFKH�7RKPDWVX�$LGD�5H]NDOOD�5HSUHVHQWDWLYH�IRU�(J\SW��%DQN�&UHGLW�&RPPHUFLDO�GH�)UDQFH�$NKWHU�8��$KPHG�&KLHI�RI�3DUW\��,QWHUQDWLRQDO�)RRG�3ROLF\�5HVHDUFK�,QVWLWXWH�$OL�$O�.RUH\�&KDLUPDQ��)XWDLPLVU�7UDGLQJ�&R��$OL�(O�'LQ�+LODO�'HDQ��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH�$OL�6KDODE\�-RXUQDOLVW��'DU�(O�7DDZHQ�&RUSRUDWLRQ�
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$OL�6ROLPDQ�)LUVW�8QGHUVHFUHWDU\��0LQLVWU\�RI�,QWHUQDWLRQDO�&RRSHUDWLRQ�$OLDD�(O�0DKG\�3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH�$PLUD�6REKL�6KDKG�'HSXW\�3XEOLFDWLRQV�0DQDJHU��,QIRUPDWLRQ�	'HFLVLRQ�6XSSRUW�&HQWHU��,'6&��$QLV�$FOLPDQGRV�3UHVLGHQW��7&$��7UDQVFHQWXU\�$VVRFLDWHV�$QQ�0DULH�+DUULVRQ�&KDLUPDQ��,QWHUQDWLRQDO�%XVLQHVV�$VVRFLDWHV�$QZDU�(O�0RIW\�3UHVLGHQW�	�*HQHUDO�0DQDJHU��%XGJHW�5HQW�$�&DU�$VKUDI�(O�/HLWK\�-RXUQDOLVW��0LGGOH�(DVW�1HZV�$JHQF\�$VKUDI�0DKPRXG�6HQLRU�9LFH�3UHVLGHQW�	�*HQHUDO�0DQDJHU��$O�$KO\�IRU�'HYHORSPHQW�	�,QYHVWPHQW��$',��$VVDDG�6��$VVDDG�&KLHI�([HFXWLYH�	�3DUWQHU��)LQDQFLDO�	�,QYHVWPHQW�6WXGLHV�2IILFH�DQG�0HPEHU��(&(6�$\PDQ�+HOP\�3UHVLGHQWLDO�2IILFH�%DKLHOGLQ�(O�,EUDVK\�$WWRUQH\�DW�/DZ��,EUDVK\�	�'HUPDUNDU�&R��%HQ�)DXONV�&DLUR�&RUUHVSRQGHQW��%ORRPEHUJ�1HZV�&DURO�.DOLQ�)LUVW�6HFUHWDU\�	�&RQVXO��,QWHUQDWLRQDO�(FRQRPLVW��(PEDVV\�RI�WKH�8QLWHG�6WDWHV�RI�$PHULFD�&KDQJ�3R�<DQJ�6HQLRU�5HVLGHQW�(FRQRPLVW��7KH�:RUOG�%DQN�&KDUOHV�'LDPRQG�$VVRFLDWH�3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR��$8&��&KDUOHV�0DODN�0DQDJLQJ�'LUHFWRU��0XOWLIRRG�&RPSDQ\�&KULVWLDQ�)DONRZVNL�$PEDVVDGRU��(XURSHDQ�8QLRQ�'HOHJDWLRQ�
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'DKOLD�.KDOLID�9LFH�&KDLUPDQ��2IILFH�IRU�6WXGLHV�	�)LQDQFH��26$)��'DOLD�:DKED�&RPPXQLFDWLRQV�	�'HYHORSPHQW�0DQDJHU��&,'�'DYLG�'XQIRUG�&RRUGLQDWRU��0(1$�%DQN�'DYLG�-HVVHH�/HDGHU��*URZWK�7KURXJK�*OREDOL]DWLRQ�7HDP��86$,'�&DLUR�0LVVLRQ�'DYLG�:DWVRQ�&RXQWU\�&RUSRUDWH�+HDG��&LWLEDQN�1�$��&DLUR�'D\QD�6DPUD�&RQVXOWDQW��,QWHUQDWLRQDO�5HVRXUFHV�*URXS�'LQD�.DIDI\�3UHVHQWHU��&KDQQHO����5DGLR�	�7HOHYLVLRQ�8QLRQ�(��+��9DOVDQ�3URIHVVRU�	�'LUHFWRU�RI�03$�3URJUDP��$O�-DPHHO�&HQWHU��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR�(GPXQG�6DXPV�)LQDQFLDO�(FRQRPLVW�� 6HFRQG�6HFUHWDU\��(PEDVV\�RI�WKH�8QLWHG�6WDWHV�RI�$PHULFD�(O�0RWD]�6RQERO�*HQHUDO�0DQDJHU�2SHUDWLRQV��$PFKDP�(PDG�$EGHO�5D]HN�0DUNHWLQJ�&RQVXOWDQW���(ULF�'HQLV�5HSUHVHQWDWLYH�RI�&('(-�	�8UEDQ�*HRJUDSKHU��5HVHDUFKHU�IURP�&156�LQ�)UDQFH��&HQWUH�'
(WXGHV�HW�GH�'RFXPHQWDWLRQ�(FRQRPLTXH��-XULGLTXH�(W�6RFLDOH��&('(-��)DLND�(O�5HIDHL�6XE�*RYHUQRU��&HQWUDO�%DQN�RI�(J\SW�)DURXN�(O�+LWDPL�'HDQ�RI�6FKRRO�RI�%XVLQHVV��(FRQRPLFV�	�0DVV�&RPPXQLFDWLRQ��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR�)UDQoRLV�,UHWRQ�6RFLR�(FRQRPLVW��&HQWUH�'
(WXGHV�HW�GH�'RFXPHQWDWLRQ�(FRQRPLTXH��-XULGLTXH�(W�6RFLDOH��&('(-��)UHG�.LUVFKVWHLQ�
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&KLHI�RI�3DUW\��,QWHUQDWLRQDO�%XVLQHVV�	�7HFKQLFDO�&RQVXOWDQWV�,QF����(J\SW���,%7&,��*DPDO�(O�1D]HU�&KDLUPDQ�RI�WKH�%RDUG��.DURXQ�,QYHVWPHQW�	�'HYHORSPHQW�&R��*DQQDW�(O�6DPDORXW\�3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH�*DUWK�&DVWUHQ�$PEDVVDGRU��(PEDVV\�RI�)LQODQG�*HKDQ�$PLQ�'LUHFWRU���'HSDUWPHQW�IRU�5HVHDUFK�&HQWHUV��8QLYHUVLWLHV��DQG�3XEOLF�2SLQLRQ�,QVWLWXWLRQV��0LQLVWU\�RI�)RUHLJQ�$IIDLUV�*KDGD�5DJDE�(FRQRP\�	�%XVLQHVV�(GLWRU��$O�$KUDP�:HHNO\�*KDGD�6KHWD�3URMHFW�2IILFH�(FRQRPLVW��,QWHJUDWHG�'HYHORSPHQW�&RQVXOWDQWV�*LOOLDQ�3RWWHU�'HSXW\�0DQDJLQJ�'LUHFWRU�3XEOLFDWLRQV�2IILFHU��(FRQRPLF�5HVHDUFK�)RUXP�*RXGD�$EGHO�.KDOHN�3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH�+DIL]�0DKPRXG�6KDOWRXW�6HQLRU�(FRQRPLF�6SHFLDOLVW��2IILFH�RI�(FRQRPLF�$QDO\VLV�DQG�3ROLF\��($3���86$,'�&DLUR�0LVVLRQ�+DPPDG�$��+DPPDG�&KDLUPDQ��$FDGHPLF�&HQWHU�IRU�'HVLJQ�	�&RQVXOWDWLRQ�+DQDD�(O�+HODOL�6HQLRU�0DUNHWLQJ�([HFXWLYH�,QYHVWPHQW�%DQNLQJ��$UDE�$IULFDQ�,QWHUQDWLRQDO�%DQN�+DQDD�5DP]L�(FRQRPLF�$VVLVWDQW��(PEDVV\�RI�WKH�8QLWHG�.LQJGRP�+DVVDQ�$PHU�'HSXW\�(GLWRU�LQ�&KLHI��$O�*RPKRXULD�1HZVSDSHU�+DVVDQ�(O�6KDIHL�&KDLUPDQ��$OXJODVV�+DWHP�+HOP\�-RXUQDOLVW��2FWREHU�0DJD]LQH�+DWHP�.KDWHU�� &KDLUPDQ��.KDWHU�,QWHUQDWLRQDO�7UDGH�
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+HED�+XVVHLQ�)DKP\�6HQLRU�(FRQRPLF�5HVHDUFKHU��%XVLQHVV�,QIRUPDWLRQ�&HQWUH��$PHULFDQ�&KDPEHU�RI�&RPPHUFH�LQ�(J\SW�+HED�1DVVDU�3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFHV��+HED�=D\HG�5HVHDUFK�$VVLVWDQW��7KH�(FRQRPLF�3ROLF\�,QLWLDWLYH�&RQVRUWLXP�+HLQULFK�/LHVHU�+HDG�RI�(FRQRPLF��	�/HJDO�'HSDUWHPHQW��*HUPDQ�$UDE�&KDPEHU�RI�&RPPHUFH�+LOWRQ�6HWWOH�3URJUDP�0DQDJHU��&HQWHU�IRU�,QWHUQDWLRQDO�3ULYDWH�(QWHUSULVH��&,3(��+LVKDP�7DZILN�0DQDJLQJ�'LUHFWRU��(J\SWLDQ�3RUWIROLR�0DQDJHPHQW�*URXS�+XJK�6ZLIW�$PEDVVDGRU��(PEDVV\�RI�,UHODQG�,EUDKLP�'HVVRXNL�$ED]D�*HQHUDO�6HFUHWDU\��$O�:DIG�3DUW\�,VPDLO�$EGHO�0RQHLP�*HQHUDO�0DQDJHU��1HZ�&RPPXQLWLHV��0LQLVWU\�RI�+RXVLQJ��8WLOLWLHV�	�8UEDQ�&RPPXQLWLHV�,VPDLO�+DPPDG�$GYLVRU�WR�WKH�0LQLVWHU��0LQLVWU\�RI�+RXVLQJ��8WLOLWLHV�	�8UEDQ�&RPPXQLWLHV�,VPDLO�+DVVDQ�6LDP�(FRQRPLVW��-DQHW�:LOJXV�&XOWXUDO�$WWDFKH��8QLWHG�6WDWHV�,QIRUPDWLRQ�6HUYLFH��86,6��� $PHULFDQ�6WXGLHV�/LEUDU\�-HDQ�'X�5HWWH�3URJUDP�2IILFHU�'LUHFWRU��86$,'�&DLUR�0LVVLRQ�-RKQ�9LVWH�&KLHI�RI�3DUW\��$VVRFLDWHV�5XUDO�'HYHORSPHQW��$5'��-RQ�2
5RXUNH�&KLHI��6WUDWHJLF�$QDO\VLV�	�(YDOXDWLRQ�'LYLVLRQ��86$,'�&DLUR�0LVVLRQ�.KDGLJD�7DKHU�$OL�(O�=DZDZL�*HQHUDO�0DQDJHU��&HQWUDO�$XGLWLQJ�2UJDQL]DWLRQ�
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.+$/,/�02+$0('�5$6+$'�-RXUQDOLVW��0LGGOH�(DVW�1HZV�$JHQF\��/DELE�6DPLU�-RXUQDOLVW��$ODP�$O�(VWHVPDU�0DJD]LQH��/DLOD�(O�.KDZDJD�3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH��/DLOD�,��.DPHO�0DQDJLQJ�'LUHFWRU��&RPPXQLW\�	�,QVWLWXWLRQDO�'HYHORSPHQW��&,'��0DJGD�%DUVRXP�6HQLRU�&XOWXUDO�$IIDLUV�6SHFLDOLVW��8QLWHG�6WDWHV�,QIRUPDWLRQ�6HUYLFH��86,6��� $PHULFDQ�6WXGLHV�/LEUDU\�0DJGD�.DPHO�'HSXW\�'LUHFWRU��/LEUDU\��8QLWHG�6WDWHV�,QIRUPDWLRQ�6HUYLFH��86,6��� $PHULFDQ�6WXGLHV�/LEUDU\�0DKHU�$EGHO�:DKLG�'HSXW\�&KLHI�-XVWLFH��6HQLRU�8QGHUVHFUHWDU\��0LQLVWU\�RI�-XVWLFH�	�6WDWH�&RXQFLO�0DLVD�(O�*DPDO�([HFXWLYH�'LUHFWRU��(3,&�0DPGRXK�%DGU�(O�'LQ�&KDLUPDQ��7,&2�%DGU�0DQXHO�(��1XQH]�5HJLRQDO�5HSUHVHQWDWLYH��0LGGOH�(DVW��,QWHUQDWLRQDO�)LQDQFH�&RUSRUDWLRQ��,)&��0DULH�&KULVWLQH�3LRW�5HJLRQDO�'HOHJDWH��6RFLpWp�*pQpUDOH�%DQN�0DXUR�0HFDJQL�5HVLGHQW�5HSUHVHQWDWLYH��,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)��0HJDKHG�(O�0HOLJ\�-RXUQDOLVW��$O�$ODP�$O�<RXP�1HZVSDSHU�0HUYDW�(O�7HOODZ\�0LQLVWHU�RI�,QVXUDQFH�	�6RFLDO�$IIDLUV��0LQLVWU\�RI�,QVXUDQFH�	�6RFLDO�$IIDLUV�0HUYDW�+HOP\�7DZILN�3URMHFW�0DQDJHPHQW�6SHFLDOLVW��7,),��86$,'�&DLUR�0LVVLRQ�0LUHLOOH�1HVVLP�7HFKQLFDO�2IILFHU��&DLUR�6WRFN�([FKDQJH�
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0LUHWWH�0DEURXN�6HQLRU�(GLWRU��%XVLQHVV�7RGD\�0LWVXR�6DNDED�0LQLVWHU��'HSXW\�&KLHI�RI�0LVVLRQ��(PEDVV\�RI�-DSDQ�0RKDPHG�$EGHO�.KDOHN�+DVVRXQD�3DUWQHU��+DVVRXQD�	�$ERX�$OL�/DZ�2IILFH�0RKDPHG�$EGHO�0RQHLP�5RXVKG\�&KDLUPDQ��$PDQFR�0RKDPHG�$OL�(O��+DPDPV\�3UHVLGHQW��0HJDFRP�0RKDPHG�$QDV�0DKPRXG�*HQHUDO�0DQDJHU��0LQLVWU\�RI�+RXVLQJ��8WLOLWLHV�	�8UEDQ�&RPPXQLWLHV�0RKDPHG�(O�%DNKVKDZDQJL�-RXUQDOLVW��(FRQRPLF�'HSDUWPHQW��0LGGOH�(DVW�1HZV�$JHQF\�0RKDPHG�/RWI\�0DQVRXU�&KDLUPDQ�	�&KLHI�([HFXWLYH�2IILFHU��0DQWUDF�DQG�6HFUHWDU\�*HQHUDO��(&(6�0RKDPHG�0DKPRXG�6KDEDQD�5HSRUWHU��&HQWUDO�1HZV��5DGLR�	�7HOHYLVLRQ�8QLRQ�0RKDPHG�1HJP�+HDG�RI�(FRQRPLF�6HFWLRQ��2FWREHU�0DJD]LQH�0RKDPHG�7DKD�=DNL�3UHVLGHQW��7DKD�=DNL�$VVRFLDWHV�0RKDPHG�7DQDPO\�'HSXW\�$VVRFLDWH�'LUHFWRU�IRU�)LQDQFH��86$,'�&DLUR�0LVVLRQ�0RKDPPHG�+��0DJXHG�&KDLUPDQ�	�0DQDJLQJ�'LUHFWRU��(J\SWLDQ�%DQNV�&R��IRU�7HFKQRORJLFDO�$GYDQFHPHQW�6�$�(���0RXQLU�$EGHO�1RXU�0DQDJLQJ�'LUHFWRU��7KH�(J\SWLDQ�)UHQFK�)RRG�,QGXVWULHV�&R���9LWUDF��DQG�0HPEHU��(&(6�0RXVWDID�$EG�(O�*KDQL�:DKED�*HQHUDO�0DQDJHU��0LQLVWU\�RI�3ODQQLQJ�0XULHO�$OOHQ�&RPPXQLFDWLRQV�0DQDJHU��7KH�(FRQRPLF�3ROLF\�,QLWLDWLYH�&RQVRUWLXP�1DELO��$VDDG�9LFH�3UHVLGHQW��)�,�6��,1&��
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1DELO�+DVKDG�(FRQRPLF�$GYLVRU��4DWDU�&HQWUDO�%DQN�1DELO�6KRHE�3UHVLGHQW��6KRHE�&RQVXOWLQJ�1$6�,QF��1DGLD�=LEDQL�5HVHDUFKHU��&HQWUH�'
(WXGHV�HW�GH�'RFXPHQWDWLRQ�(FRQRPLTXH��-XULGLTXH�(W�6RFLDOH��&('(-��1DJXL�(O�)D\RXPL�([HFXWLYH�'LUHFWRU��7KH�(J\SWLDQ�([SRUWHUV�$VVRFLDWLRQ��(($���� 7UDGH�'HYHORSPHQW�&HQWHU��7'&��(J\SW��1HYLQH�(O�7DKUL�&KDLUSHUVRQ��'HOWD�($%�%URNHUDJH�1LPHW�(O�2WHLIL�5HJLRQDO�0DQDJHU��(J\SWLDQ�$PHULFDQ�%DQN��($%��2PDLPD�.DPDO�0RKDPHG�+HDG�RI�(FRQRPLF�6HFWLRQ��$NKEDU�(O�<RXP�1HZVSDSHU�2PDU�(O�6D\HK�5HVLGHQW�9LFH�3UHVLGHQW��&LWLEDQN�1�$��2PDU�0RKDQQD�9LFH�&KDLUPDQ�	�0DQDJLQJ�'LUHFWRU��(J\SW�$UDE�$IULFDQ�%DQN�DQG�0HPEHU��(&(6�2VDPD�.KDOLID�&KDLUPDQ��2IILFH�IRU�6WXGLHV�	�)LQDQFH��26$)��2VDPD�7RHPD�� $VVLVWDQW�WR�WKH�(J\SWLDQ�0LQLVWHU�RI�(FRQRP\��3DXO�'HXVWHU�$VVRFLDWH�'LUHFWRU��2IILFH�RI�(FRQRPLF�$QDO\VLV�DQG�3ROLF\��($3���86$,'�&DLUR�0LVVLRQ�3DXO�2
)ULHO�6HFRQG�6HFUHWDU\��(PEDVV\�RI�WKH�8QLWHG�6WDWHV�RI�$PHULFD�3HGUR�5�5HDWHJXL�&KDUJHH�'
$IIDLUHV��(PEDVV\�RI�3HUX�5DP]L�5RXVKG\�,VPDLO�&KDLUPDQ�	�&KLHI�([HFXWLYH�2IILFHU��5RXVKGL�*URXS�5DQLD�0HGKDW�+DVVDQHLQ�-RXUQDOLVW��$O�$KUDP�+HEGR�
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5HPDK�7DDODW�� 3ULYDWL]DWLRQ�3URMHFW�2IILFHU��86$,'�&DLUR�0LVVLRQ�5LYD�5LFKPRQG�%XVLQHVV�&RUUHVSRQGHQW��&DLUR�7LPHV�5REHUW�:XHUW]�'LYLVLRQ�0DQDJHU��2IILFH�RI�(FRQRPLF�$QDO\VLV�DQG�3ROLF\��($3���86$,'�&DLUR�0LVVLRQ�5ROOR�/��(QULFK�7UDGH�3ROLF\�$GYLVRU��'HSUD�3URMHFW�5RVV�(GJDU�%LJHORZ�&KLHI�3ULYDWL]DWLRQ�	�)LQDQFH��86$,'�&DLUR�0LVVLRQ�6DHHG�(O�$OI\�0HPEHU�RI�3DUOLDPHQW��3HRSOH
V�$VVHPEO\�RI�(J\SW�6DKDU�1DVU�(FRQRPLVW��7KH�:RUOG�%DQN�6DLG�(O�1DJJDU�3UHVLGHQW��1HZ�&LYLF�)RUXP�6DLG�6RQERO��$O�$NKEDU�1HZVSDSHU��6DODK�%DVVLRXQ\�/DZ\HU��%DVVLRXQ\�/DZ�2IILFH�6DODK�'LDE�0DQDJLQJ�'LUHFWRU��3URM��	�,QYHVW��&RQVXOW��&R���3LFR��6DOHP�:DKE\�+HDG�RI�1HZV�6HFWLRQ��$O�$KUDP�$O�,NWLVDGL�6DOODPD�6KDNHU�'HSXW\�$VVLVWDQW�0LQLVWHU�IRU�1RUWK�$PHULFDQ�$IIDLUV��0LQLVWU\�RI�)RUHLJQ�$IIDLUV�6DPHK�)��0DNUDP�(EHLG�)LQDQFLDO�&RQVXOWDQW��%HUOLQHU�%DQN�6DPLKD�)DZ]\�3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH�6DPLU�7RXEDU�&KDLUPDQ��(FRQRPLF�&RPPLWWHH��1DWLRQDO�'HPRFUDWLF�3DUW\�6DP\�(O�)DODO\�+HDG�5HVHDUFK��0LQLVWU\�RI�$JULFXOWXUH�
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6D\HG�(O�%RXV�&RQVXOWDQW��0LQLVWU\�RI�(FRQRP\�6HOLP�5LVJDOODK�6HQLRU�8QGHUVHFUHWDU\�RI�6WDWH�	�3UHVLGHQWLDO�$GYLVRU��5DGLR�	�7HOHYLVLRQ�6KHULI�(O�'LZDQ\�0DQDJLQJ�3DUWQHU��,QWHJUDWHG�'HYHORSPHQW�&RQVXOWDQWV�6KHULQH�<DFRXE�6HQLRU�(FRQRPLVW��$UWKXU�$QGHUVHQ�6RDG�6DDGD�,QIRUPDWLRQ�&HQWHU�'LUHFWRU��86$,'�/LEUDU\�6\OYLD�(O�1DNNDGL�-RXUQDOLVW��1HZV�'HSDUWPHQW��$O�$KUDP�1HZVSDSHU�7DKD�$��$O�.XZDL]�%DQNLQJ�&RQWURO�'HSW���6DXGL�$UDELDQ�0RQHWDU\�$JHQF\�7DKHU�+HOP\�3DUWQHU��$WWRUQH\�DW�/DZ��%DNHU�	�0FNHQ]LH�DQG�&KDLUPDQ��(&(6�7DUHN�)DWKL�-RXUQDOLVW�� (FRQRPLF�6HFWLRQ��$O�$KUDP�1HZVSDSHU�7DUHN�+DWHP�$VVLVWDQW�3URIHVVRU��%XVLQHVV�$GPLQLVWUDWLRQ��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR�7KRPDV�5LVKRL�$VVRFLDWH�0LVVLRQ�'LUHFWRU��3URJUDP�'HYHORSPHQW�	�6XSSRUW��86$,'�&DLUR�0LVVLRQ�7KRPDV�6FKHEHQ�5HSUHVHQWDWLYH��.RQUDG�$GHQDXHU�)RXQGDWLRQ�9LQFHQW�%DWWOH�0LQLVWHU�&RXQVHORU��'&0��(PEDVV\�RI�WKH�8QLWHG�6WDWHV�RI�$PHULFD�:DILN�*UDLV�(J\SWLDQ�5HSUHVHQWDWLYH��0(1$�%DQN�:DJHHK�.DGU\�0RKDPHG�+HDG�5HVHDUFKHU�� &HQWUDO�'HSW�IRU�/DQG�	�:DWHU��0LQLVWU\�RI�$JULFXOWXUH�:HUQHU�3XVFKUD�5HVLGHQW�5HSUHVHQWDWLYH��)ULHGULFK�(EHUW�6WLIWXQJ�<DVVHU�6REKL�-RXUQDOLVW���(FRQRPLF�6HFWLRQ��$O�$KUDP�1HZVSDSHU�
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