
,PSHGLPHQWV�WR�'LVSXWH�5HVROXWLRQ�DQG�)LUPV¶�&RPSHWLWLYHQHVV�LQ�WKH�0(1$�5HJLRQ-HIIUH\�%��1XJHQW:RUNLQJ�3DSHU�1R����6HSWHPEHU�����

7KLV�SDSHU�ZDV�SUHSDUHG�IRU� WKH�ZRUNVKRS��³:KDW�0DNHV�<RXU�)LUP�,QWHUQDWLRQDOO\�&RPSHWLWLYH�´�RUJDQL]HG�E\�(&(6�IRU�WKH�7KLUG�0HHWLQJ�RI�WKH�0HGLWHUUDQHDQ�'HYHORSPHQW�)RUXP�KHOG�LQ�&DLUR�RQ�0DUFK�����������
7KH�DXWKRU�LV�H[WUHPHO\�DSSUHFLDWLYH�RI�FRPPHQWV�UHFHLYHG�IURP�6DPLKD�)DZ]\��$KPHG�*DODO��-RKQ�3DJH�DQG�RWKHU�SDUWLFLSDQWV�DW�WKH�SUHOLPLQDU\�PHHWLQJ�LQ�'HFHPEHU������DV�ZHOO�DV�XVHIXO�VXJJHVWLRQV�IURP�5LFN�0HVVLFN��/\QQ�+DPPHUJUHQ��0DUJDUHW�3RSNLQ��DQG�$QGUHZ�6WRQH�
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$EVWUDFW
7KLV�SDSHU�LV�EDVHG�RQ�WKH�SUHPLVH�WKDW�SULYDWH�VHFWRU�GHYHORSPHQW�LV�RI�FUXFLDO�LPSRUWDQFH�WR�WKH� IXWXUH� GHYHORSPHQW� RI� 0(1$� FRXQWULHV�� ,W� GHPRQVWUDWHV� WKH� GHJUHH� WR� ZKLFK� YDULRXV�LQVWLWXWLRQDO�FRQVWUDLQWV��LQ�JHQHUDO��DQG�LPSHGLPHQWV�WR�GLVSXWH�UHVROXWLRQ��LQ�SDUWLFXODU��UHGXFH�WKH� FRPSHWLWLYHQHVV� RI� SULYDWH� ILUPV� LQ� WKH�0(1$� UHJLRQ� E\� LQFUHDVLQJ� WUDQVDFWLRQ� FRVWV� ,W�GHVFULEHV� H[LVWLQJ� GLVSXWH� UHVROXWLRQV� V\VWHPV� LQ� WKH�0(1$� UHJLRQ� DQG� WKH� LPSHGLPHQWV� WR�ILUP�FRPSHWLWLYHQHVV�UHVXOWLQJ�IURP�WKHLU�VKRUWFRPLQJV��,W�LGHQWLILHV�WKH�WKUHH�PDMRU�DOWHUQDWLYH�PHDQV� RI� UHGXFLQJ� WKH� LPSHGLPHQWV� DQG� FRVWV� RI� GLVSXWH� UHVROXWLRQ�� QDPHO\� OHJDO� UHIRUP��MXGLFLDO� UHIRUP� DQG� ³DOWHUQDWLYH� GLVSXWH� UHVROXWLRQ´�PHWKRGV� �$'5V��� (DFK� RI� WKHVH� JHQHUDO�DSSURDFKHV� FDQ� WDNH� YDULRXV� IRUPV�� HDFK� IRUP� KDYLQJ� FHUWDLQ� QHFHVVDU\� SUH�FRQGLWLRQV� DQG�DGYDQWDJHV� DQG� GLVDGYDQWDJHV�� 6LQFH� 0(1$� FRXQWULHV� YDU\� FRQVLGHUDEO\� LQ� WKHLU� H[LVWLQJ�HQYLURQPHQWDO�FRQGLWLRQV�DQG�VRFLDO�REMHFWLYHV��QR�VLQJOH�DSSURDFK�LV�OLNHO\�WR�EH�VXLWDEOH�IRU�DOO�� 0RUHRYHU�� LQGLYLGXDO� HQWUHSUHQHXUV� IDFLQJ� FRXQWU\�VSHFLILF� GLVSXWHV� PD\� ZHOO� SUHIHU�GLIIHUHQW�DSSURDFKHV��:KLOH� WKH�SDSHU IRFXVHV�RQ�0(1$�FRXQWULHV�� LW�DOVR�DGGUHVVHV�UHOHYDQW�PHWKRGV�RI�UHIRUP�XVHG�LQ�VRPH�/DWLQ�$PHULFDQ��(DVWHUQ�(XURSHDQ�DQG�(DVW�$VLDQ�FRXQWULHV��ZKLFK�KDYH�EHHQ�UHODWLYHO\�PRUH�VXFFHVVIXO�WKDQ�RWKHUV���

º¨àã
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,��,QWURGXFWLRQ
'HVSLWH� WKH� FRQVLGHUDEOH�SURJUHVV�RI� WKH�0(1$� UHJLRQ� WRZDUGV�SHDFH� DQG�SROLWLFDO� VWDELOLW\��WKH� UHDO� *'3� SHU� FDSLWD� KDV� DW� EHVW� UHPDLQHG� FRQVWDQW� VLQFH� ������ � 7KLV� ODFN� RI� HFRQRPLF�JURZWK� LV� H[SUHVVO\�GXH� WR�SRSXODWLRQ�DQG� ODERU� IRUFH�JURZWK� UDWHV��ZKLFK�DUH� WKH�KLJKHVW�RI�DQ\�UHJLRQ�LQ�WKH�ZRUOG���7KH�0(1$�UHJLRQ¶V�SHUIRUPDQFH�KDV�EHHQ�QR�EHWWHU�WKDQ�WKDW�RI�6XE�6DKDUDQ�$IULFD�DQG�ZRUVH�WKDQ�WKDW�RI DOO�RWKHU�UHJLRQV�H[FHSW�(DVWHUQ�(XURSH�� )XUWKHUPRUH��ZLWK�ERWK�WKH�SRSXODWLRQ�JURZWK�PRPHQWXP�DQG�WKH�IHPDOH�ODERU�IRUFH�SDUWLFLSDWLRQ�UDWH�RQ�WKH�ULVH�� UDSLG� LQFUHDVH� LQ� WKH� ODERU� IRUFH� LV� H[SHFWHG� WR� FRQWLQXH� IRU� VRPH� WLPH�� � $V� D� UHVXOW��0(1$�FRXQWULHV�ZLOO�KDYH�WR�VXEVWDQWLDOO\�DFFHOHUDWH�WKHLU�HFRQRPLF�JURZWK�UDWHV�LI�WKH\�DUH�WR�DYRLG� GDQJHURXVO\� ODUJH� LQFUHDVHV� LQ� XQHPSOR\PHQW� UDWHV� DQG� IXUWKHU� GHWHULRUDWLRQ� LQ� ODERU�SURGXFWLYLW\�� � $GGLQJ� WR� WKLV� GLOHPPD� LV� WKH� SDUDGR[� WKDW�ZKLOH� WKH� DJULFXOWXUDO� DQG� VHUYLFH�VHFWRUV�RI�0(1$�HFRQRPLHV�DUH�FXUUHQWO\�VXIIHULQJ�IURP�H[WUHPH�XQGHUHPSOR\PHQW��WKH�RSHQ�XQHPSOR\PHQW�UDWHV�DUH�E\�IDU�WKH�KLJKHVW�RI�DQ\�UHJLRQ�LQ�WKH�ZRUOG��)XUWKHUPRUH��GHVSLWH�D�GHFDGH�RI�WDON�DERXW�SULYDWL]DWLRQ��WKH�0(1$�UHJLRQ�DOVR�OHDGV�WKH�ZRUOG� LQ� WKH�DPRXQW�RI�ZHDOWK� WKDW� UHPDLQV� LQ� WKH�VWDWH�VHFWRU�� �(YHQ�DW� WKH�PDUJLQ� ± L�H��� LQ�WHUPV� RI� FKDQJH� LQ� WKH� VWRFN� RI� FDSLWDO� ± PRUH� WKDQ� KDOI� RI� WKH� UHJLRQ¶V� LQYHVWPHQW� LV� VWLOO�XQGHUWDNHQ�E\�WKH�JRYHUQPHQW���<HW��EHFDXVH�RI�KLJK�GHEW�WR�*'3�UDWLRV��RQ�JRLQJ�UHGXFWLRQV�RI�WDULIIV�DQG�RWKHU�WD[HV��DQG�WKH�UHDOL]DWLRQ�WKDW�WKH�JRYHUQPHQW�FDQQRW�DQG�VKRXOG�QRW�H[WHQG�LWV� IXQFWLRQV� EH\RQG� WKH� DGPLQLVWUDWLYH� FDSDFLW\�� LW� LV� WKH� SULYDWH� VHFWRU� WKDW� ZLOO� KDYH� WR�SURYLGH� ERWK� WKH� LPSXOVH� WR� WKDW� JURZWK� DQG� WKH� HPSOR\PHQW� RSSRUWXQLWLHV� IRU� WKH� UHJLRQ¶V�UDSLGO\�JURZLQJ�ODERU�IRUFH�7KHUH� DUH�� RI� FRXUVH�� WZR� PDLQ� VWUDWHJLHV� IRU� DFKLHYLQJ� D� WUDQVIRUPDWLRQ� IURP� VWDWH� WR�SULYDWH� VHFWRU� GRPLQDWLRQ�� � 2QH� LV� SULYDWL]DWLRQ�� � <HW� LQ� PDQ\� FRXQWULHV�� WKLV� SURFHVV KDV�SURYHG� SUREOHPDWLF� EHFDXVH�ZRUNHUV��PDQDJHUV�� DQG� EXUHDXFUDW�SROLWLFLDQV� RIWHQ� RIIHU� VWURQJ�UHVLVWDQFH�� �(YHQ�ZKHQ� SULYDWL]DWLRQ� LV� QRW� EORFNHG� LQ� WKLV�ZD\�� LW� FDQ�RFFXU�RQO\�ZKHUH� WKH�YLDEOH�HQWHUSULVHV�WR�EH�SULYDWL]HG�ZLOO�EH�RI�LQWHUHVW�WR�WKH�SULYDWH�VHFWRU�LQ�WKH�HQG�7KH�RWKHU� VWUDWHJ\� LV� WR�FUHDWH�DQ�DWWUDFWLYH�HQYLURQPHQW�ZLWKLQ�ZKLFK�QHZ�SULYDWH� VHFWRU�DFWLYLWLHV�FDQ�GHYHORS���,I�0(1$�FRXQWULHV�DUH�WR�JURZ�UDSLGO\�LQ�WKH�QHDU�IXWXUH��LW�ZLOO�UHTXLUH�FRQVLGHUDEOH� VWUXFWXUDO� FKDQJH�� �.HHSLQJ� LQ PLQG� WKDW� HYHQ� ODUJH�SULYDWL]HG� ILUPV�FRXOG�SOD\�RQO\�D�PLQRU�UROH� LQ� WKH�IXWXUH�HFRQRP\�RI� WKH�FRXQWU\���FUHDWLQJ�DQ�DSSURSULDWH�HQYLURQPHQW�IRU�QXUWXULQJ�SULYDWH�VHFWRU�DFWLYLWLHV�LV�OLNHO\�WR�EH�IDU�PRUH�LPSRUWDQW�WKDQ�SULYDWL]DWLRQ�
� 6HH��H�J���$QGHUVRQ�DQG�0DUWLQH]���������:RUOG�%DQN������������D��S����������E��� 7KH�RSHQ�XQHPSOR\PHQW�UDWH�ZDV�HVWLPDWHG�WR�DYHUDJH����SHUFHQW�LQ�������:RUOG�%DQN��������� ,Q� UDSLGO\� JURZLQJ�6RXWK�.RUHD��.UXHJHU� ������� HVWLPDWHG� WKDW� ������ SHUFHQW� RI�*'3� LQ� WKH�PLG�����V�ZDV�DFFRXQWHG�IRU�E\�IDFWRUV�RI�SURGXFWLRQ�ZKLFK�ZHUH�HPSOR\HG�LQ�D�YHU\�GLIIHUHQW�DFWLYLW\�LQ�WKH�HDUO\�����V�
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7KH� FUHDWLRQ� RI� VXFK� DQ� HQYLURQPHQW�� KRZHYHU�� UHTXLUHV� D� YHU\� VXEVWDQWLDO� FKDQJH� LQ� WKH�UROH�RI�WKH�VWDWH���$V�3DJH��6DED��DQG�6KDILT��������VR�DSWO\�SXW�LW��WKH�UROH�ZLOO�KDYH�WR�FKDQJH�³IURP�SOD\HU�WR�UHIHUHH´���2QO\�E\�ZLWKGUDZLQJ�IURP�WKH�SOD\HU�UROH�LQ�IDYRU�RI�WKH�UHIHUHH�UROH��ZKLFK� PHDQV� JHWWLQJ� WKH� LQVWLWXWLRQV� ³ULJKW´�� ZLOO� 0(1$� FRXQWULHV� KDYH� D� FKDQFH� RI�GHYHORSLQJ�WKH�NLQG�RI�HQYLURQPHQW�WKDW�LV�FRQGXFLYH�WR�D�FRPSHWLWLYH��IORXULVKLQJ��DQG�UDSLGO\�JURZLQJ� SULYDWH� VHFWRU�� � *HWWLQJ� LQVWLWXWLRQV� ³ULJKW´�PHDQV� LGHQWLI\LQJ�� FUHDWLQJ��PRQLWRULQJ��DQG�HQIRUFLQJ�WKH�NLQGV�RI�UXOHV�E\�ZKLFK�PDUNHWV�IRU�QHZ�JRRGV�DQG�VHUYLFHV�DQG�SURGXFWLYH�IDFWRUV�FDQ�EH�FUHDWHG��QXUWXUHG��DQG�PDGH�NHHQO\�FRPSHWLWLYH�� �(VVHQWLDOO\��VROLG� LQVWLWXWLRQV�ZLOO� HQDEOH� SULYDWH� ILUPV� WR� XQGHUWDNH� WKH� DFWLYLWLHV� QHFHVVDU\� WR� EHFRPH� LQWHUQDWLRQDOO\�FRPSHWLWLYH�&RQWUDU\�WR�WKH�DVVXPSWLRQ�RI�WUDGLWLRQDO�QHRFODVVLFDO�HFRQRPLFV��VXFK�LQVWLWXWLRQV�DUH�YLWDO�WR�WKH�HIILFLHQW�SHUIRUPDQFH�DQG�JURZWK�RI�WKH�HFRQRP\���<HW��WKH�FUHDWLRQ�RI�WKHVH�LQVWLWXWLRQV�DQG� WKHLU�PDLQWHQDQFH� WKURXJK�PRQLWRULQJ� DQG� HQIRUFHPHQW� DFWLYLWLHV� DUH� E\� QR�PHDQV� FRVW�OHVV�� � ,QGHHG�� WKHVH� ³WUDQVDFWLRQ´� FRVWV� FDQ� EH� YHU\� VL]DEOH� GHVSLWH� WKDW� HDFK� DJHQW� LQ� WKH�HFRQRP\� PD\� EH� PRWLYDWHG� WR� PLQLPL]H� WKHP�� � ,Q� D� SULPLWLYH� HFRQRP\� GRPLQDWHG E\�VXEVLVWHQFH�DFWLYLWLHV�ODUJHO\�FDUULHG�RXW�ZLWKLQ�LQGLYLGXDO�KRXVHKROGV��WKHVH�WUDQVDFWLRQV�FRVWV�PD\� EH� YHU\� ORZ�� � <HW�� DV� WKH� YROXPH� DQG� FRPSOH[LW\� RI� H[FKDQJHV� DQG� FRQWUDFWXDO�UHODWLRQVKLSV� �LQFOXGLQJ� WKRVH� ZLWK� JRYHUQPHQWV� DQG� IRUHLJQHUV�� LQFUHDVH� WKH� LPSRUWDQFH� RI�WUDQVDFWLRQ�FRVWV�LQFUHDVHV�VXEVWDQWLDOO\�� 2QH�FRPSRQHQW�RI�WKHVH�FRVWV�WKDW�JURZV�HVSHFLDOO\�UDSLGO\�LQ�SURSRUWLRQ�WR�DJJUHJDWH�HFRQRPLF�DFWLYLW\�LV�WKH�FRVW�RI�GLVSXWH�UHVROXWLRQ�$V�ZLOO�EH�GHPRQVWUDWHG�EHORZ��0(1$�FRXQWULHV�YDU\�VLJQLILFDQWO\�LQ�WKH�H[WHQW�WR�ZKLFK�WKH\� KDYH� PDGH� WKH� QHFHVVDU\� WUDQVLWLRQV� LQ� WKH� UROH� RI� WKH� VWDWH� DQG� LQ� LGHQWLI\LQJ��LPSOHPHQWLQJ�DQG�HQIRUFLQJ�WKH�NLQGV�RI�UXOHV�WKDW�FDQ�UHGXFH�WUDQVDFWLRQV�FRVWV�DQG�HQFRXUDJH�SULYDWH�VHFWRU�GHYHORSPHQW���6RPH�KDYH�PDGH�YHU\�FRPPHQGDEOH�SURJUHVV�LQ�WKH�ODVW�GHFDGH�RU�VR�� HVSHFLDOO\� LQ� PDFURHFRQRPLF� UHIRUPV�� UHGXFLQJ� EXGJHW� GHILFLWV�� VWDELOL]LQJ� WKH� PRQH\�VXSSO\� DQG� UHGXFLQJ� LQIODWLRQ�� � 6RPH� KDYH� DOVR� OLEHUDOL]HG� UHJXODWLRQV�� HVSHFLDOO\� WKRVH� RQ�WUDGH� DQG� FDSLWDO� IORZV�� ORZHUHG� WD[� UDWHV� DQG� LQWURGXFHG�QHZ� ODZV� IRU� LQYHVWPHQW�DQG�RWKHU�DFWLYLWLHV�RI�UHOHYDQFH�WR�SULYDWH�VHFWRU�GHYHORSPHQW�� ,Q�JHQHUDO��KRZHYHU��ZH�VKDOO�VHH�IURP�
� :DOOLV�DQG�1RUWK��������HVWLPDWHG�VXFK�FRVWV�IRU�WKH�8QLWHG�6WDWHV�WR�KDYH�EHHQ�DERXW������SHUFHQW�RI�*13�LQ������DQG�WR�KDYH�ULVHQ�WR�VRPH������SHUFHQW�RI�*13�E\��������(YHQ�WKRXJK�WKHVH�FRVWV�PD\�VHHP�KLJK��WKH\�GR�QRW�LQFOXGH�WUDQVSRUW�RU�WUDQVIRUPDWLRQ�FRVWV�� $FFRUGLQJ� WR� .DQDDQ �������� ZLWK� LWV� UHFHQW� UHIRUPV� LQ� WDULII� UHGXFWLRQ�� WD[� UHGXFWL�RQ�� ILQDQFLDO� PDUNHW�OLEHUDOL]DWLRQ��VHFXULWLHV�PDUNHW�UHIRUP�DQG�SULYDWL]DWLRQ��-RUGDQ�ZDV�IRXQG�WR�EH�D�FDVH�LQ�SRLQW���,QGHHG��D�ZHOO�NQRZQ�FRQVXOWDQF\�± 6WDQIRUG�5HVHDUFK�,QVWLWXWH�,QWHUQDWLRQDO��65,,��± ZDV�DVNHG�WR�XQGHUWDNH�D�VWXG\�WKDW�ZRXOG�UHVROYH�WKLV�SDUDGR[�
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ZKDW� HQWUHSUHQHXUV� VD\�� WKDW� WKH� FRVWV� RI� GLVSXWH� UHVROXWLRQ� KDYH� EHFRPH� DQ� LQFUHDVLQJO\�VHULRXV�SUREOHP�WKURXJKRXW�WKH�0(1$�UHJLRQ�7KH�SDSHU�LV�RUJDQL]HG�DV�IROORZV���6HFWLRQ�,,�FRPSDUHV�WKH�UHODWLYH�LPSRUWDQFH�RI�GLIIHUHQW�FRQVWUDLQWV�RQ�SULYDWH�VHFWRU�FRPSHWLWLYHQHVV�ERWK�LQ�LQGLYLGXDO�0(1$�FRXQWULHV�DQG�EHWZHHQ�0(1$� DQG� RWKHU� UHJLRQV� DV� UHSRUWHG� E\� WKH� HQWUHSUHQHXUV� WKHPVHOYHV�� � 6HFWLRQ� ,,,� SURYLGHV�EDFNJURXQG� RQ� WKH� HYROXWLRQ� DQG� FKDUDFWHUL]DWLRQ� RI� GLVSXWH� UHVROXWLRQ� PHFKDQLVPV� LQ� WKH�0(1$�UHJLRQ���6HFWLRQ�,9�LGHQWLILHV�WKH�EHQHILWV�DQG�FRVWV�RI�HDFK�RI�WKHVH�GLVSXWH�UHVROXWLRQ�V\VWHPV�� GLIIHUHQW� ZD\V� LQ� ZKLFK� WKH� FRVWV� FDQ� EH� UHGXFHG�� DQG� EHVW� SUDFWLFH� H[DPSOHV�ZKHUHYHU�SRVVLEOH���7KH�FRQFOXVLRQV�RI�WKH�VWXG\�DUH�JLYHQ�LQ�6HFWLRQ�9�
,,��:KDW�)LUPV�6D\�$ERXW�WKH�&RQVWUDLQV�RQ�WKHLU�&RPSHWLWLYHQHVV
%HFDXVH�RI� WKH�DIRUHPHQWLRQHG�VXFFHVV�RI�PRVW�0(1$�FRXQWULHV� LQ�FRQWUROOLQJ� LQIODWLRQ�DQG�ILVFDO� GHILFLWV� DQG� LQ� OLEHUDOL]LQJ� WUDGH�� LW� PLJKW� QRW� VHHP� WKDW� LQVWLWXWLRQV� DQG� UXOH�VHWWLQJ�ZRXOG� EH� D� FUXFLDO� SUREOHP�� � ,QGHHG�� JRYHUQPHQW� RIILFLDOV� DQG� LQWHUQDWLRQDO� DJHQFLHV� KDYH�RIWHQ� XVHG� FHUWDLQ�0(1$ FRXQWULHV�� H�J��� -RUGDQ� DQG� 7XQLVLD�� DV� H[DPSOHV� RI� KRZ� UHIRUPV�VKRXOG� EH� XQGHUWDNHQ�� � &RQVLVWHQW� ZLWK� WKLV� YLHZ�� 7DEOH� �� VKRZV� WKDW� EXVLQHVVPHQ� LQ� WKH�0(1$�UHJLRQ�DUH�WKH�RQO\�RQHV�ZKR�VD\�WKDW��³,QDGHTXDWH�VXSSO\�RI�LQIUDVWUXFWXUH´�UDWKHU�WKDQ�XQIULHQGO\� UHJXODWLRQV�RI� VRPH� VRUW�ZDV� WKH�PRVW� VHULRXV�REVWDFOH� WR�GRLQJ�EXVLQHVV� LQ� WKHVH�FRXQWULHV�� � ,QGHHG�� UHJXODWLRQV� RQ� IRUHLJQ� FXUUHQF\�� VDIHW\� DQG� HQYLURQPHQW�� SULFHV� DQG� HYHQ�ODERU�ZHUH�IRXQG�WR�EH�DPRQJ�WKH�OHDVW�LPSRUWDQW�FRQVWUDLQWV�E\�0(1$�EXVLQHVVPHQ���$W�ILUVW�JODQFH��WKHUHIRUH��LQVWLWXWLRQDO�IDFWRUV�ZRXOG�QRW�VHHP�WR�EH�DQ�LPSRUWDQW�FRQVWUDLQW�RQ�EXVLQHVV�DFWLYLWLHV�,I��RQH��GLJV��D��OLWWOH��GHHSHU��LQ��WKHVH��VXUYH\�UHVXOWV��KRZHYHU��D�GLIIHUHQW�SLFWXUH�HPHUJHV��LQGHHG�� RQH� LQ�ZKLFK� LQVWLWXWLRQDO� FRQVWUDLQWV� LQ� WKH�0(1$� UHJLRQ� DUH� YHU\� LPSRUWDQW�� � )RU�H[DPSOH��FRUUXSWLRQ�ZDV�UDQNHG�WKH�VHFRQG�PRVW�VHULRXV�REVWDFOH�� WD[�UHJXODWLRQV�WKLUG�� WUDGH�UHJXODWLRQV�ILIWK��DQG�XQFHUWDLQW\�RI�UHJXODWLRQV�VL[WK���)RU�PRVW�RI�WKHVH�FDWHJRULHV��WKH�0(1$�UHJLRQ¶V�UDQNLQJV�RI�WKHVH�REVWDFOHV�ZHUH�QHDU�WKH�KLJKHVW�RI�DOO�VHYHQ�UHJLRQV�LGHQWLILHG�LQ�WKH�VXUYH\�� � 1RWH� DOVR� WKDW�� ³UHJXODWLRQV� RQ� VWDUWLQJ� QHZ� RSHUDWLRQV�´� HYHQ� WKRXJK� SODFHG� ORZHU�GRZQ�RQ� WKH� UDQNLQJV��DUH�YLHZHG� LQ�0(1$�DV�D�VWURQJHU�REVWDFOH� WR�GRLQJ�EXVLQHVV� WKDQ�LQ�DQ\� RWKHU� UHJLRQ� H[FHSW� 6RXWK�$QG� 6RXWK� (DVW�$VLD�� � +RZHYHU�� LW� LV� LPSRUWDQW� WR� QRWH� WKDW�-RUGDQ��0RURFFR� DQG� WKH� 3DOHVWLQLDQ� WHUULWRULHV��ZKLFK� DOO� KDYH� UHODWLYHO\� VWURQJ� LQVWLWXWLRQV��UHSUHVHQWHG�WKH�0(1$�UHJLRQ�LQ�WKLV�VXUYH\��+DG�WKH�VDPSOH�EHHQ�PRUH�UHSUHVHQWDWLYH�RI�WKH�
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UHJLRQ��UHJXODWLRQV�ZRXOG�XQGRXEWHGO\�KDYH�EHHQ�UDWHG�FRQVLGHUDEO\�JUHDWHU�REVWDFOHV�WR�GRLQJ�EXVLQHVV�WKDQ�LQGLFDWHG�E\�WKH�VFRUHV�UHSRUWHG�LQ�7DEOH����
7DEOH����5HJLRQDO�&RPSDULVRQV�RI�,QGH[HV�RI�2EVWDFOHV�IRU�'RLQJ�%XVLQHVV���� �QR�REVWDFOH��� �YHU\�VWURQJ�REVWDFOH�2EVWDFOH :RUOG 0(1$ '& 66($ /$& 66$ (()LQDQFLQJ ���� ���� ���� ���� ���� ���� ����/DERU�5HJXODWLRQV ���� ���� ���� ���� ���� ���� ����)RUHLJQ�&XUUHQF\�5HJXODWLRQV ���� ���� ���� ���� ���� ���� ����7D[�5HJXODWLRQV ���� ���� ���� ���� ���� ���� ����3ROLF\�,QVWDELOLW\ ���� ���� ���� ���� ���� ���� ����6DIHW\�RU�(QYLURQPHQWDO�5HJXODWLRQV ���� ���� ���� ���� ���� ���� ����,QIODWLRQ� ���� ���� ���� ���� ���� ���� ����*HQHUDO�8QFHUWDLQW\�RQ�&RVWV�RI�5HJXODWLRQV ���� ���� ���� ���� ���� ���� ����
&ULPH�DQG�7KHIW ���� ���� ���� ���� ���� ���� ����7HUURULVP ���� ���� ���� ���� ���� ���� ����,QDGHTXDWH�6XSSO\�RI�,QIUDVWUXFWXUH� ���� ���� ���� ���� ���� ���� ����&RUUXSWLRQ ���� ���� ���� ���� ���� ���� ����5HJXODWLRQV�IRU�6WDUWLQJ�QHZ�2SHUDWLRQV� ���� ���� ���� ���� ���� ���� ����
3ULFH�&RQWUROV ���� ���� ���� ���� ���� ���� ����5HJXODWLRQV�RQ�)RUHLJQ�7UDGH ���� ���� ���� ���� ���� ���� ����6RXUFH��%UXQHWWL��$\PR��*HJRU\�.LVXQNR�DQG�%HDWULFH�:HGHU�³,QVWLWXWLRQDO�2EVWDFOHV�IRU�'RLQJ�%XVLQHVV��'DWD����'HVFULSWLRQ� DQG�0HWKRGRORJ\� RI� D�:RUOGZLGH� 3ULYDWH� 6HFWRU� 6XUYH\� �XVHG� LQ� WKH�:RUOG� %DQN¶V� �����:RUOG�'HYHORSPHQW�5HSRUW���:DVKLQJWRQ��'�&��:RUOG�%DQN��1RWH�� 7KH�0(1$� VDPSOH� LV� UDWKHU� VPDOO� ����� ILUPV�� FRPSDUHG� WR� ���� IRU�'HYHORSHG�&RXQWULHV� �'&��� ���� IRU6RXWK�DQG�6RXWKHDVW�$VLDQ�&RXQWULHV��66($�������IRU�/DWLQ�$PHULFDQ�DQG�&DULEEHDQ�&RXQWULHV��/$&��������IRU�6XE�6DKDUD�$IULFD��66$��������IRU�(DVWHUQ�(XURSH��((��DQG������IRU�WKH�ZRUOG�DV�D�ZKROH��7KH�0(1$�VDPSOH�ZDV� FRQILQHG� WR� WKUHH� FRXQWULHV� �-RUGDQ��0RURFFR� DQG� WKH� 3DOHVWLQLDQ� WHUULWRULHV� RI� *D]D� DQG� WKH�:HVW� %DQN��EHOLHYHG�WR�EH�DPRQJ�WKH�PRVW�SULYDWH�EXVLQHVV�IULHQGO\�LQ�WKH�UHJLRQ�
(YLGHQFH� LQ� VXSSRUW�RI� WKLV�SRLQW� LV�SURYLGHG� LQ�7DEOHV $��± $�� LQ� WKH�$SSHQGL[��ZKLFK�FRPSDUH�WKH�VFRUHV�RI� WZR�ZHOO�NQRZQ�LQVWLWXWLRQDO� LQGH[HV��WKH�)UDVHU�,QVWLWXWH¶V�³(FRQRPLF�)UHHGRP�5DWLQJ´�IRU�����������DQG�WKH�+HULWDJH�)RXQGDWLRQ¶V�³,QGH[�RI�(FRQRPLF�)UHHGRP´�IRU� ������ 7KH� UDWLQJV� JHQHUDOO\� LQGLFDWH� WKDW�0(1$� FRXQWULHV� IDFH�PRUH� VHYHUH� UHVWULFWLRQV�WKDQ� FRXQWULHV� LQ� RWKHU� UHJLRQV�� �+RZHYHU�� EHFDXVH� WKH� GHHSHU� OHYHO� RI� DQDO\VLV� SURYLGHG� E\�WKHVH�WZR�LQGH[HV�DOORZV�XV�WR�JDXJH�WKH�UHODWLYH�VHYHULW\�RI�VSHFLILF�FRQVWUDLQWV��LW�LV�SRVVLEOH�WR� REVHUYH� WKDW�ZKLOH� VRPH� DUH�PXFK�PRUH� FXPEHUVRPH� LQ� WKH�0(1$� UHJLRQ� WKDQ� LQ� RWKHU�UHJLRQV��RWKHUV�DUH�DFWXDOO\�VLJQLILFDQWO\� OHVV�ELQGLQJ�� �0(1$�FRXQWULHV�GHPRQVWUDWHG�JUHDWHU�UHVWULFWLRQV� IRU� FDSLWDO� IORZV�� UHVWULFWLRQV� RQ� EDQNV��ZDJH� DQG� SULFH� FRQWUROV�� SURSHUW\� ULJKWV��UHJXODWLRQV��DQG�EODFN�PDUNHW��VHUYLQJ�DV�D�SUR[\�IRU�IRUHLJQ�H[FKDQJH�UHJXODWLRQV���+RZHYHU��LQ�WHUPV�RI�LQIODWLRQ��ULJKWV�WR�KDYH�FXUUHQF\�DEURDG��JRYHUQPHQW�WUDQVIHUV��WKH�WRS�PDUJLQDO�WD[�
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UDWH��WUDGH�RSHQQHVV��DQG�JRYHUQPHQW�FRQVXPSWLRQ�DV�D�SHUFHQWDJH�RI�WRWDO�FRQVXPSWLRQ��PDQ\�0(1$� FRXQWULHV� KDYH� VFRUHV� FRPSDUDEOH� WR� WKHLU� QRQ�0(1$� FRXQWHUSDUWV�� 7KH� VFRUHV� RI�VHYHUDO�VSHFLILF�FRXQWULHV��%DKUDLQ��'MLERXWL��.XZDLW��DQG�WKH�8$(��LQGLFDWH�ORZHU�UHVWULFWLRQV�LQ�WKH�IRUP�RI�WD[�UDWHV�DQG�WUDGH�SURWHFWLRQ��7DEOH���SUHVHQWV�WKH�DYHUDJH�VFRUHV�RQ�HDFK�RI�WKH�FRPSRQHQWV�RI�WKH�³REVWDFOH�WR�EXVLQHVV�RSHUDWLRQV´� VFRUHV� IURP�ILUPV� LQ� WKH� VDPH� WKUHH�0(1$�FRXQWULHV�XVHG� LQ�7DEOH���DV�ZHOO�DV�WKRVH�IRU�WKH�6RXWK�DQG�6RXWKHDVW�$VLD��66($��DQG�GHYHORSHG�FRXQWU\��'&� VDPSOHV��&OHDUO\��HYHQ�LQ�WKLV�UDWKHU�IDYRUDEOH�VDPSOH�RI�0(1$�FRXQWULHV��HQWUHSUHQHXUV�DUH�PXFK�PRUH�OLNHO\�WR�IHHO� GLVDGYDQWDJHG� ZLWK� UHVSHFW� WR� WKH� FRVW� RI� GRLQJ� EXVLQHVV� WKDQ� WKHLU� FRXQWHUSDUWV� LQ� WKH�66($� RU� '&� VDPSOHV�� ,QGHHG�� ��� SHUFHQW� RU� PRUH� RI� VDPSOH� 0(1$� ILUPV� LQGLFDWHG� WKDW�³XQSUHGLFWDELOLW\� RI� WKH� MXGLFLDU\� SUHVHQWV� D�PDMRU� SUREOHP� IRU�P\� EXVLQHVV� RSHUDWLRQV´� DQG�WKDW�³LW�LV�QHYHU��VHOGRP�RU�RQO\�VRPHWLPHV�WUXH�WKDW��LQ�WKH�FDVH�RI�FKDQJHV�LQ�ODZV�RU�SROLFLHV�DIIHFWLQJ�P\�EXVLQHVV�RSHUDWLRQ�� WKH�JRYHUQPHQW�WDNHV�LQWR�DFFRXQW�FRQFHUQV�YRLFHG�HLWKHU�E\�PH�RU�P\�EXVLQHVV�DVVRFLDWLRQ�´�7KHVH�UHVSRQVHV�PDNH�LW�FOHDU�WKDW�EXVLQHVVPHQ�LQ�WKH�0(1$�UHJLRQ� IHHO� WKDW� ODZV� DQG� UHJXODWLRQV�� DQG� WKH� SURFHVVHV� RI�PDNLQJ�� FKDQJLQJ�� HQIRUFLQJ� DQG�DSSO\LQJ�WKHP��DUH�TXLWH�XQIDYRUDEOH�WR�VXFFHVVIXO�EXVLQHVV�RSHUDWLRQV��$OWKRXJK� WKH\�DUH�QRW�GRQH�V\VWHPDWLFDOO\�DFURVV�FRXQWULHV�� WKHUH�DUH�VRPH�VLQJOH�FRXQWU\�VXUYH\V� WKDW� JLYH� HYHQ�PRUH� DWWHQWLRQ� WR� WKH� OHJDO� DQG� DGPLQLVWUDWLYH� LPSHGLPHQWV� WR� ILUPV¶�FRPSHWLWLYHQHVV��)RU�H[DPSOH��/DKRXHO¶V��������VWXG\�RI�7XQLVLD�IRXQG�WKDW����SHUFHQW�RI�WKH�ILUPV� VDLG� WKDW� ULJLGLW\� RI� DGPLQLVWUDWLYH� SURFHGXUHV� UHSUHVHQWHG� D� ³IDLUO\� RU� YHU\� VHULRXV�REVWDFOH� WR� WKHLU�EXVLQHVV�´� ,Q�(J\SW��FKDQJHV� LQ�SURGXFWLRQ� WHFKQLTXHV�RU� WKH�LQWURGXFWLRQ�RI�QHZ� SURGXFWV� ZHUH� UHSRUWHG� WR� UHTXLUH� WKH� VXEPLVVLRQ� RI� ERWK� HVWDEOLVKPHQW� DQG� RSHUDWLRQ�OLFHQVHV�� ZKLFK� ERWK� UHTXLULQJ�PXFK� WLPH� WR� REWDLQ� �$QGHUVRQ� DQG�0DUWLQH]� �������.DQDDQ�������� UHSRUWHG� WKH� UHVXOWV�RI�D� VXUYH\�RI�EXVLQHVVPHQ� LQ� -RUGDQ� LQ�ZKLFK����SHUFHQW�DJUHHG�WKDW�³EXUHDXFUDWLF�LPSHGLPHQWV�ZHUH�YHU\�LPSRUWDQW�REVWDFOHV�WR�WKHLU�EXVLQHVV�RSHUDWLRQV´�DQG����SHUFHQW�DJUHHG� WKDW�³OHJLVODWLYH�DQG� OHJDO�REVWDFOHV�ZHUH�YHU\�LPSRUWDQW�´�,QFOXGHG�DPRQJ�
� $GGLWLRQDO� FURVV�FRXQWU\� FRPSDULVRQV� RI� LQVWLWXWLRQDO� FKDUDFWHULVWLFV� DUH� DYDLODEOH� IURP� IRUHLJQ� LQYHVWRUV��2QH�VXFK�ZLGHO\�FLWHG�VRXUFH�ZLWK�JRRG�FRXQWU\�FRYHUDJH�LV�WKH�3ROLWLFDO�5LVN�<HDUERRN��0RVW�0(1$�FRXQWULHV�VFRUH�MXVW�DV�EDGO\� �FRPSDUHG� WR� WKH�QRQ�0(1$�FRXQWULHV��RQ�WKH�FKDUDFWHULVWLFV�HYDOXDWHG�E\�IRUHLJQ�LQYHVWRUV�DV�RQ�WKH�DERYH�LQGLFDWRUV�GHYHORSHG�IURP�WKH�UHVSRQVHV�RI�EXVLQHVVPHQ�LQ�JHQHUDO��
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WKH�ODWWHU�ZHUH�WKH�PXOWLSOLFLW\�RI�ODZV��IUHTXHQW�FKDQJHV�LQ�DQG�DPHQGPHQWV�WR�WKHVH�ODZV��DQG�WKHLU�LQFRQVLVWHQW�DSSOLFDWLRQ�
7DEOH����&RPSDULVRQV�RI�WKH�5HVSRQVHV�&RQFHUQLQJ�2EVWDFOHV�WR�%XVLQHVV�2SHUDWLRQV�E\�3ULYDWH�)LUPV�IURP�WKH�0(1$�5HJLRQ�ZLWK�WKRVH�IURP�6RXWK�DQG�6RXWKHDVW�$VLD��66($��DQG�'HYHORSHG�&RXQWULHV��'&V�3HUFHQWDJH�RI�)LUPV�5HVSRQGLQJ�WKDW� 0(1$ 66($ '&*RYHUQPHQW�QHYHU��VHOGRP�RU�RQO\�VRPHWLPHV�VWLFNV�WR�LWV�SROLF\�SURQRXQFHPHQWV��ODFN�RI�SROLF\�FUHGLELOLW\�� �� �� ��
$IIHFWHG�EXVLQHVVHV�DUH�QHYHU��VHOGRP�RU�RQO\�VRPHWLPHV�LQIRUPHG�DERXW�WKH�SURFHVV�RI�GHYHORSLQJ�QHZ�UXOHV�RU�SROLFLHV�� �� �� ��
,W�LV�QHYHU��VHOGRP�RU�RQO\�VRPHWLPHV�WUXH�WKDW�LQ�WKH�FDVH�RI�LPSRUWDQW�FKDQJHV�LQ�ODZV�RU�SROLFLHV�DIIHFWLQJ�P\�EXVLQHVV�RSHUDWLRQ�WKH�JRYHUQPHQW�WDNHV�LQWR�DFFRXQW�FRQFHUQV�YRLFHG�HLWKHU�E\�PH�RU�P\�EXVLQHVV�DVVRFLDWLRQ�

�� �� ��
7KH\�IHDU�UHWURDFWLYH�FKDQJHV�LQ�UHJXODWLRQV�DIIHFWLQJ�WKHLU�EXVLQHVV�RSHUDWLRQV� �� �� ��/DZV�DQG�SROLFLHV�KDYH�EHFRPH�PRUH�SUHGLFWDEOH�����RU�OHVV�SUHGLFWDEOH�����LQ�WKH�ODVW�WHQ�\HDUV� ����� ����� �����
)HDU�XQFRQVWLWXWLRQDO�JRYHUQPHQW�FKDQJHV�DFFRPSDQLHG�E\�IDU�UHDFKLQJ�SROLF\�VXUSULVHV�ZLWK�VLJQLILFDQW�LPSDFW�RQ�P\�EXVLQHVV� �� �� ��
$OO�LQ�DOO��IRU�GRLQJ�EXVLQHVV�,�SHUFHLYH�WKH�VWDWH�DV�DQ�RSSRQHQW� �� � �,W�LV�DOZD\V�WUXH�WKDW�ILUPV�LQ�P\�OLQH�RI EXVLQHVV�KDYH�WR�SD\�VRPH�LUUHJXODU�SD\PHQWV�WR�JHW�WKLQJV�GRQH� �� � �
)LUPV�LQ�P\�OLQH�RI�EXVLQHVV�VHOGRP�RU�QHYHU�NQRZ�LQ�DGYDQFH�DERXW�KRZ�PXFK�WKLV�DGGLWLRQDO�SD\PHQW�LV� �� �� ��
(YHQ�LI�D�ILUP�KDV�WR�PDNH�DQ�DGGLWLRQDO�SD\PHQW��LW�DOZD\V KDV�WR�IHDU�WKDW�LW�ZLOO�EH�DVNHG�IRU�PRUH��H�J���E\�DQRWKHU�RIILFLDO� � � �
,Q�WKH�ODVW�WHQ�\HDUV��GLIILFXOWLHV�LQ�GHDOLQJ�ZLWK�JRYHUQPHQW�RIILFLDOV�KDYH�LQFUHDVHG� �� �� ��+DYH�HYHU�GHFLGHG�QRW�WR�PDNH�D�PDMRU�LQYHVWPHQW�EHFDXVH�RI�SUREOHPV�UHODWLQJ�ZLWK�FRPSO\LQJ�ZLWK�JRYHUQPHQW�UHJXODWLRQV� �� �� ��
7KH�VKDUH�RI�VHQLRU�PDQDJHPHQW¶V�WLPH�VSHQW�RQ�QHJRWLDWLQJ�ZLWK�RIILFLDOV�DERXW�WKH�FKDQJHV�DQG�LQWHUSUHWDWLRQV�RI�ODZV�DQG�UHJXODWLRQV�H[FHHGV����� �� �� �
5DWLQJ�RYHUDOO�SHUFHSWLRQ�RI�WKH�HIILFLHQF\�RI�WKH�FXVWRPV�VHUYLFHV�DV�JRRG�RU�YHU\�JRRG� �� �� ��
5DWLQJ�RYHUDOO�FRQGLWLRQV�RI�URDGV�\RX�XVH�DV�JRRG�RU�YHU\�JRRG� �� �� ��3RZHU�RXWDJHV�RFFXU�PRUH�IUHTXHQWO\�WKDQ�RQFH�HYHU\�WKUHH�PRQWKV� �� �� ��7DNLQJ�OHVV�WKDQ���PRQWKV�WR�JHW�D�WHOHSKRQH�OLQH�FRQQHFWHG� �� �� ��5DWLQJ�WKH�HIILFLHQF\�RI�WKH�JRYHUQPHQW�LQ�GHOLYHULQJ�VHUYLFHV�DV�HIILFLHQW�RU�YHU\�HIILFLHQW� � �� ��
8QSUHGLFWDELOLW\�RI�WKH�MXGLFLDU\�SUHVHQWV�D�PDMRU�SUREOHP�IRU�P\�EXVLQHVV�RSHUDWLRQV� �� �� ��
6RXUFH��%UXQHWWL��$\PR��*HJRU\�.LVXQNR�DQG %HDWULFH�:HGHU�³,QVWLWXWLRQDO�2EVWDFOHV�IRU�'RLQJ�%XVLQHVV��'DWD�'HVFULSWLRQ� DQG�0HWKRGRORJ\� RI� D�:RUOGZLGH� 3ULYDWH� 6HFWRU� 6XUYH\� �XVHG� LQ� WKH�:RUOG� %DQN¶V� �����:RUOG�'HYHORSPHQW�5HSRUW���:DVKLQJWRQ��'�&��:RUOG�%DQN��1RWH��7KH�0(1$�VDPSOH�LV�UDWKHU�VPDOO �����ILUPV��FRPSDUHG�WR�����IRU�'HYHORSHG�&RXQWULHV�DQG�����IRU�6RXWK�DQG�6RXWKHDVW�$VLDQ�&RXQWULHV�DQG�ZDV�FRQILQHG�WR�WKUHH�FRXQWULHV��-RUGDQ��0RURFFR�DQG�WKH�3DOHVWLQLDQ�WHUULWRULHV�RI�*D]D�DQG�WKH�:HVW�%DQN��EHOLHYHG�WR�EH�DPRQJ�WKH�EHVW�LQ�WKH�UHJLRQZLWK�UHVSHFW�WR�WKH�HQYLURQPHQW�IRU�SULYDWH�EXVLQHVV�

,Q� DQ�XQXVXDOO\�GHWDLOHG� VLQJOH�FRXQWU\� VWXG\��)DZ]\� ������� UHSRUWV� WKH� UHVXOWV�RI�D������VXUYH\�RI�(J\SWLDQ�ILUPV�VKRZLQJ�WD[�DGPLQLVWUDWLRQ�DQG�FRPPHUFLDO�GLVSXWH�VHWWOHPHQW�WR�EH�WKH� WZR� PRVW� VHYHUH� FRQVWUDLQWV� RQ� WKHLU� RSHUDWLRQV�� %RWK� VXFK� FRQVWUDLQWV�� PRUHRYHU�� ZHUH�UHSRUWHG� WR� KDYH� LQFUHDVHG� LQ� VHYHULW\� EHWZHHQ� ����� �ZKHQ� D� FRPSDUDEOH� VXUYH\� KDG� EHHQ�XQGHUWDNHQ�� DQG� ������ %RWK� REVWDFOHV� ZHUH�PRUH� VHULRXV� RQ� WKH� GRPHVWLF� OHYHO� WKDQ� RQ� WKH�IRUHLJQ OHYHO��IRU�VPDOOHU�ILUPV�WKDQ�IRU�ODUJHU�ILUPV��DQG�IRU�ILUPV�LQ�LQGXVWU\��FRQVWUXFWLRQ�DQG�
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WUDGH�WKDQ�IRU�WKRVH�LQ�RLO�RU�WRXULVP��,Q�WKH�FDVH�RI�WD[�DGPLQLVWUDWLRQ��WKH�SUREOHP�LV�QRW�WKH�WD[� UDWHV� SHU� VH�� EXW� UDWKHU� WKHLU� DSSOLFDWLRQ� DQG� DGPLQLVWUDWLRQ E\� WKH� WD[� DXWKRULWLHV�� 2I�SDUWLFXODU� FRQFHUQ� DUH� WKH� DUELWUDULQHVV� LQ� WKH� GHWHUPLQDWLRQ� RI� WD[DEOH� SURILWV� E\� WD[�DGPLQLVWUDWRUV� DQG� WKH� LQHIILFLHQF\� RI� GLVSXWH� UHVROXWLRQ�� ³7KH� FHQWUDO� SUREOHP«� LV� WKDW� WKH�FULWHULD� IRU� WD[� DVVHVVPHQW� DUH� DPELJXRXV�� DQG� WD[� FROOHFWRUV� HQMR\� XQOLPLWHG� GLVFUHWLRQDU\�SRZHUV´��)DZ]\�������S������
6LPLODUO\�� LQ� WKH� FDVH� RI� GLVSXWH� UHVROXWLRQ��)DZ]\� VKRZHG� WKH� IUHTXHQF\� DQG� VHYHULW\�RI�GLVSXWHV�WR�EH�LQ�WKH�IROORZLQJ�GHFOLQLQJ�RUGHU��EDQNUXSWF\��EURNHQ�DJUHHPHQWV��SUREOHPV�ZLWKWKH� WD[� DXWKRULW\�� DQG� WKH� TXDOLW\� RI� VXSSOLHV��$OPRVW� WZR�WKLUGV� RI� WKH� ILUPV¶� GLVSXWHV�ZHUH�ZLWK�RWKHU�SULYDWH�ILUPV�����SHUFHQW�KDG�GLVSXWHV�ZLWK�JRYHUQPHQW�DJHQFLHV��DQG�WKH�UHVW�ZLWK�EDQNV�� ODERU� DQG� SXEOLF� HQWHUSULVHV�� ³$SDUW� IURP� EHLQJ� WLPH� FRQVXPLQJ�� LQYHVWRUV� DOVR�FRPSODLQ� WKDW� OLWLJDWLRQ� LV�H[SHQVLYH�DQG� WKDW� WKH� MXGLFLDO� V\VWHP� LV�QRW�ZHOO� DFTXDLQWHG�ZLWK�FRPPHUFLDO�GLVSXWHV�UHODWHG�WR�PDUNHW�HFRQRPLHV´��)DZ]\�������S�������6KH�DOVR�UHSRUWHG�WKHLU�FRPSODLQWV�DERXW�WKH�ODFN�RI�FRQWUDFW�HQIRUFHPHQW�PHFKDQLVPV�DQG�SRRU�HQIRUFHPHQW�RI�ODZV��6XFK�GHWDLOV�RQ�WKH�SUREOHPV�UHODWHG�WR�GLVSXWH�UHVROXWLRQ�DUH�UDUH�LQ�WKH�VXUYH\�OLWHUDWXUH�DQG�WKHUHE\�PRWLYDWH�IXUWKHU�LQYHVWLJDWLRQ�RI�WKH�FRVWV�RI�GLVSXWH�UHVROXWLRQ�IDLOXUHV�2QH�RI�WKHVH�FRVWV��DQG�RQH�WKDW LV�UHODWLYHO\�ZHOO�GRFXPHQWHG��LV�WKH�ORQJ�WLPH�LW�WDNHV�WR�UHVROYH� D� GLVSXWH� WKURXJK� WKH� IRUPDO� MXGLFLDO� V\VWHP��%DVLQJ�KLV� DUJXPHQW�RQ� D�:RUOG�%DQN�VXUYH\�WKDW�KH�DSSOLHG�WR�(J\SW¶V�FRPPHUFLDO�FDVHV��*DODO��������VWDWHG�WKDW�WKH�FOHDUDQFH�UDWH�RI�VXFK�FDVHV�WDNHQ�WR�WKH�IRUPDO�FRXUW�V\VWHP�ZDV�RQO\����SHUFHQW�FRPSDUHG�WR����SHUFHQW�LQ�-DSDQ�DQG����SHUFHQW�LQ�%HOJLXP��$W�WKH�VDPH�WLPH��WKH�DYHUDJH�WLPH�QHHGHG�IRU�WKH�PLQRULW\�RI�FDVHV� WKDW�ZHUH� VHWWOHG�KDG� LQFUHDVHG� IURP�WZR�\HDUV� LQ� WKH�����V� WR�RYHU�VL[ \HDUV� LQ� WKH�HDUO\� ����V�� $QGHUVRQ� DQG� 0DUWLQH]� ������� UHSRUW� WLPHV� WR� FRPSOHWLRQ� RI� WKH� DYHUDJH�FRPPHUFLDO� FDVH� WR� EH� ������ \HDUV� LQ� -RUGDQ� DQG� /HEDQRQ�� ZKLFK� DJDLQ�� DUH� FRXQWULHV� ZLWK�DPRQJ�WKH�EHVW�MXGLFLDO�V\VWHPV�DQG�MXGJHV�LQ�WKH�UHJLRQ���7KHVH�WLPH GHOD\V�DUH�QRW�DW\SLFDO�RI�RWKHU�GHYHORSLQJ�FRXQWULHV��EXW�DUH�JURZLQJ� UDSLGO\�� 1DWXUDOO\�� WKH� ORQJHU� LW� WDNHV� WR� UHVROYH�FDVHV�DQG�WKH�ORZHU�WKH�UHVROXWLRQ�UDWH��WKH�KLJKHU�DUH�WKH�ILUPV¶�WUDQVDFWLRQ�FRVWV�$QRWKHU� LPSRUWDQW�SUREOHP�ZLWK�WKH�GLVSXWH�UHVROXWLRQ�V\VWHP�LV� LQFRQVLVWHQF\�LQ� MXGLFLDO�RXWFRPHV�� 7KLV� LV� D� YHU\� JHQHUDO� SUREOHP�� )RU� H[DPSOH�� 7KH� :RUOG� 'HYHORSPHQW� 5HSRUW

� )RU�H[DPSOH��LQ������LW�WRRN�����\HDUV�WR�GLVSRVH�RI�D�FDVH�RQ�DYHUDJH�LQ�$UJHQWLQD������\HDUV�LQ�(FXDGRU�DQG�����\HDUV� LQ�9HQH]XHOD��,Q�DOO� WKUHH�RI� WKHVH�FRXQWULHV��ERWK�EDFNORJ�DQG�PHGLDQ�GHOD\V�ZHUH�LQFUHDVLQJ�RYHU�WLPH�DW�UDWHV�UDQJLQJ�IURP�DERXW����SHUFHQW�WR����SHUFHQW�SHU�\HDU��DQG�ZHUH�PRUH�VHULRXV�IRU�FRPPHUFLDO�FDVHV�WKDQ�IRU�FLYLO�RQHV��%XVFDJOLD�DQG�'DNROLDV�������
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GLVVHPLQDWHG�WKH�UHVXOWV�RI�D�VXUYH\�RI�������ILUPV�LQ����FRXQWULHV�ZKLFK�VWDWHG�WKDW�PRUH�WKDQ���� SHUFHQW� RI� WKRVH� LQ� WKH� VDPSOH� UHSRUWHG� WKDW� DQ� ³XQSUHGLFWDEOH� MXGLFLDU\� ZDV� D� PDMRU�SUREOHP�´� $V� QRWHG� DERYH�� YDULRXV� VXUYH\V� LQ� WKH� 0(1$� UHJLRQ� KDYH� FRPH� WR� WKH� VDPH�FRQFOXVLRQ��6WLOO�DQRWKHU�SUREOHP�LQ�0(1$�FRXQWULHV�DQG�HOVHZKHUH�LV�WKH�SHUFHLYHG�LQHTXLW\�RU�ODFN�RI�HTXDO� DFFHVV� WR� GLVSXWH� UHVROXWLRQ� V\VWHPV�� 6PDOO� ILUPV� RIWHQ� IHHO� GLVDGYDQWDJHG� UHODWLYH� WR�ODUJHU�RQHV�DQG�SRRU�KRXVHKROGV�UHODWLYH�WR�ULFK�RQHV��6XFK�SHUFHSWLRQV�RI�LQHTXLW\�RIWHQ�VKRZ�XS� LQ� EURDGHU� SXEOLF� RSLQLRQ� VXUYH\V� RI� WKH� HIIHFWLYHQHVV� RI� WKH� MXGLFLDU\�� 7\SLFDOO\�� WKHVH�UHYHDO� HYHQ�ZRUVH� HYDOXDWLRQV�� )RU� H[DPSOH�� WKH� UHVXOWV� RI� D�*DOOXS�SROO� LQ�$UJHQWLQD� LQ� WKH�����V�VKRZHG�WKDW�RQO\����SHUFHQW�RI�WKH�SRSXODWLRQ�FRQVLGHUHG�WKH�MXGLFLDU\�WR�EH�DQ�HIIHFWLYH�LQVWLWXWLRQ��%XVFDJOLD�DQG�'DNROLDV��������:KHUH�WKLV�LV�WKH�FDVH��QDWXUDOO\�WKH�UHVSHFW�IRU�ERWK�ODZ�DQG�OHJDO�LQVWLWXWLRQV�LV�OLNHO\�WR�EH�ZHDN�
,,,���'LVSXWH�5HVROXWLRQ�6\VWHPV�LQ�WKH�0(1$�5HJLRQ�DQG�7UDQVDFWLRQ�&RVWV*LYHQ� WKH� KLJK� DQG� LQFUHDVLQJ� LPSRUWDQFH� WKDW� EXVLQHVVPHQ� LQ� WKH�0(1$� UHJLRQ� DWWDFK� WR�GLVSXWH�UHVROXWLRQ�SUREOHPV�DV�FRQVWUDLQWV�RQ�WKHLU�EXVLQHVV�RSHUDWLRQV��ZH�WXUQ�QRZ�WR�D�EULHI�VXUYH\�RI�KLVWRULFDO�WUHQGV�LQ�WKH�FKDUDFWHU�RI�GLVSXWH�UHVROXWLRQ�V\VWHPV�DQG�WKHLU�LPSOLFDWLRQV�IRU�WUDQVDFWLRQ�FRVWV�DQG�ILUP�FRPSHWLWLYHQHVV�
(YROXWLRQ�RI�WKH 0(1$�5HJLRQ¶V�'LYHUVH�'LVSXWH�5HVROXWLRQ�6\VWHPV
0(1$�FRXQWULHV�KDYH�LQKHULWHG�D�YHU\�XQXVXDO�PL[WXUH�RI�WUDGLWLRQDO�DQG�PRGHUQ�DSSURDFKHV�WR�GLVSXWH� UHVROXWLRQ��*HQHUDOO\� VSHDNLQJ�� LQIRUPDO�DQG� WUDGLWLRQDO�GLVSXWH� UHVROXWLRQ� V\VWHPV�ZHUH�GRPLQDQW�XQWLO� WKH�PLG�QLQHWHHQWK�FHQWXU\��0RVW�GLVSXWHV�ZHUH�VHWWOHG�DW� WKH�ORFDO� OHYHO�E\�YLOODJH�KHDGV�� UHOLJLRXV� OHDGHUV�RU�E\�FRXQFLOV�RI�HOGHUV�� ,Q�DUHDV�ZKHUH�HFRQRPLF�DFWLYLW\�ZDV�GRPLQDWHG�E\� D�SDUWLFXODU� FRPPHUFLDO� DFWLYLW\�� WKHVH�GLVSXWHV�ZHUH� WDNHQ� WR�DQ� LQIRUPDO�WULEXQDO� RI� SHHUV�� )RU� H[DPSOH�� LQ� %DKUDLQ� ZKHUH� SHDUOLQJ� �FROOHFWLQJ� SHDUOV� IURP� R\VWHUV�ORFDWHG�RQ� WKH�*XOI¶V� VHD�ERWWRP�E\�GLYLQJ� IURP�VKLSV��ZDV� WKH� OHDGLQJ�DFWLYLW\�� WKHUH�ZDV�D�GLYLQJ� FRXUW� WKDW� VHWWOHG� GLVSXWHV� ZLWK� FRQVLGHUDEOH� HIILFLHQF\�� 6LPLODUO\�� LQ� WKH� UHJLRQDO�ED]DDUV�ZHUH�³DPLQV´�ZKR�DFWHG�ERWK�DV�LQWHUPHGLDULHV�EHWZHHQ�WKH�PRGHUQ�V\VWHP�RI�GLVSXWH�UHVROXWLRQ� DQG� WKH� LQIRUPDO� QHWZRUN� RI� SURGXFHUV� �JXLOGV��� � 7KHVH� DPLQV� PHGLDWHG� GLVSXWHV�EHWZHHQ� LQGLYLGXDO� SURGXFHUV� DQG� WKHLU� FXVWRPHUV�� RQ� WKH� RQH� KDQG�� DQG� DPRQJ� LQGLYLGXDO�SURGXFHUV�� RQ� WKH� RWKHU�� &OHDUO\�� WKHVH� ZHUH� WLPHV� LQ� ZKLFK� WKH� LQIRUPDO� V\VWHP� RI� GLVSXWH�
� )RU�GHWDLOV�DQG�UHIHUHQFHV�WR�VXFK�H[SHULHQFH�VHH�'DWWD�DQG�1XJHQW��������



(&(6�:3���-�1XJHQW��6HSW������

��

UHVROXWLRQ�GRPLQDWHG��5HPQDQWV�RI� WKHVH� WUDGLWLRQDO� LQVWLWXWLRQV� DUH� VWLOO� LQ�HYLGHQFH� LQ� VRPH�UXUDO� DUHDV� DQG� HYHQ� LQ� WKH� ED]DDUV�� DOWKRXJK� WKH\� KDYH� EHHQ� HFOLSVHG� E\� JRYHUQPHQW�LQVWLWXWLRQV��WUDGHPDUNV�DQG�FRPSHWLWLRQ�IURP�RXWVLGH�WKH�JXLOGV��'XH�WR�WKH�FRPPHUFLDO�VXFFHVV�RI�SURGXFHUV�LQ�0(1$�FRXQWULHV�LQ�WKH�SHULRG�EHWZHHQ�WKH��WK DQG� ��WK FHQWXULHV� DQG� WKH� SUHIHUHQFH� RI� IRUHLJQ� PHUFKDQWV� WR� XVH� WKH� OHJDO� V\VWHPV�LQGLJHQRXV�WR�0(1$�FRXQWULHV��ODUJHO\�,VODPLF��UDWKHU�WKDQ�WKHLU�RZQ��LW�ZRXOG�DSSHDU�WKDW�DW�WKDW� WLPH�� WKH� UHJLRQ¶V� LQGLJHQRXV� ,VODPLF� DQG� RWKHU� OHJDO� V\VWHPV� ZHUH� SHUFHLYHG� WR� RIIHU�DGYDQWDJHV� RYHU� IRUHLJQ� RQHV�� 1HYHUWKHOHVV�� RYHU� WKH� FRXUVH� RI� WKH� IROORZLQJ� FHQWXULHV��(XURSHDQ�OHJDO�V\VWHPV�JUDGXDOO\�HYROYHG�VR�DV�WR�SURYLGH�FRQVLGHUDEO\�JUHDWHU�IOH[LELOLW\�IRU�EXVLQHVVHV�WKDQ�WKRVH�SUHYDLOLQJ�LQ�WKH�0(1$�UHJLRQ��)RU�H[DPSOH��FRUSRUDWLRQV�EHFDPH�OHJDO�HQWLWLHV� DQG� D� ERG\� RI� ODZ� VSHFLILF� WR� WKHP� HPHUJHG� LQ� (XURSH� WKDW� GLG� QRW� VXUIDFH� LQ� WKH�0(1$� UHJLRQ�� %\� WKH� PLG���WK FHQWXU\�� KRZHYHU�� 0(1$� HOLWHV� EHFDPH� DZDUH� WKDW� WKHLU�V\VWHPV� ZHUH� FRPSDUDWLYHO\� XQSURJUHVVLYH� LQ� WKHVH� UHVSHFWV� DQG� EHJDQ� LPSRUWLQJ� OHJDO�LQVWLWXWLRQV�IURP�(XURSH�7KLV�PD\�KDYH�EHHQ�RQH�RI�WKH�UHDVRQV�ZK\�ORFDO�OHDGHUV�DJUHHG�WR�DOORZ�IRUHLJQ�PHUFKDQWV�DQG� FLWL]HQV� WR� EH� H[HPSWHG� IURP� WKH� GRPHVWLF� OHJDO� V\VWHP� LQ� IDYRU� RI� IRUHLJQ� ODZ��FDSLWXODWLRQV���<HW��WKH�FDSLWXODWLRQV�DOVR�JUHDWO\�XQGHUPLQHG�WKH�DFFHSWDQFH�RI�ZHVWHUQ�ODZ�E\�PXFK�RI�WKH�UHJLRQ¶V�SRSXODWLRQ��,Q�SDUWLFXODU��LW�ZDV�SHUFHLYHG�DV�LPSRVHG�RQ�WKHP�E\�IRUHLJQ�FRORQLDO� SRZHUV��%\�H[HPSWLQJ�FLWL]HQV�RI� WKH�FRORQLDO�SRZHUV� �ZKR�ZHUH�YHU\�QXPHURXV�E\�HQG�RI� WKH�QLQHWHHQWK� FHQWXU\�� IURP� WD[HV� DV�ZHOO� DV�SURVHFXWLRQ� LQ�QDWLYH�RU�PL[HG�QDWLRQDO�FRXUWV�� WKH�SRSXODWLRQ�LQGLJHQRXV�WR�WKH�0(1$�UHJLRQ�SHUFHLYHG�WKH�MXVWLFH�V\VWHP�WR�KDYH�D�GXDO� VWDQGDUG�� WKHUHE\� XQGHUPLQLQJ� WKH� OHJLWLPDF\� RI� ERWK� WKH� PRGHUQ� IRUPDO� V\VWHP� DQG�LQWHUQDWLRQDO�DUELWUDWLRQ�LQ�WKH�PLQGV�RI�PRVW�LQGLJHQRXV�FLWL]HQV�RI�0(1$�FRXQWULHV��� :KLOH�WKLV GLG� QRW� RFFXU� LQ� DOO� SDUWV� RI� WKH� UHJLRQ� DQG�ZDV� JUDGXDOO\� HOLPLQDWHG� LQ� WKH� ����V� DQG�����V��WKH�LQIOXHQFH�RQ�ERWK�WKH�UHVSHFW�IRU�MXVWLFH�DQG�WKH�UHVHQWPHQW�RI�IRUHLJQ�LQWHUYHQWLRQ�ZDV YHU\�ZLGHVSUHDG��$�IUHVK�VWDUW�RQ�PRGHUQ�FRXUW� ODZ�ZDV�PDGH�LQ�7XUNH\�DIWHU�:RUOG�:DU�,�� LQ�(J\SW�DIWHU�:RUOG� :DU� ,,�� DQG� LQ� PDQ\� RWKHU� FRXQWULHV� RI� WKH� UHJLRQ� DIWHU� WKHLU� LQGHSHQGHQFH�� 7KH�(J\SWLDQ�FLYLO�ODZ�FRGH�RI������ZDV�PRGHOHG�FORVHO\�RQ�WKH�)UHQFK�FLYLO�FRGH�DQG��WKDQNV�WR�(J\SWLDQ�ODZ�SURIHVVRUV�ZKR�KHOSHG�FRQVWUXFW�WKH�FRGHV�RI�RWKHU�FRXQWULHV�RI�WKH�UHJLRQ��VR�WRR�
� )RU�DQ�LQWHUHVWLQJ�GHVFULSWLRQ�RI�WKH�KLVWRULFDO�UROH�RI�WKH�DPLQV�DQG�WKHLU�PDUJLQDOL]DWLRQ�LQ�FRQWHPSRUDU\�7XQLV�VHH�.XUDQ����������� )RU� HYLGHQFH� DQG� GLVFXVVLRQ� RI� WKH� FDSLWXODWLRQV�� VHH� ,VVDZL� �������� (O�.RVKHUL� ��������$Q� DQDO\VLV� RI� WKH�GHWHUPLQDQWV� RI� WKHVH� FDSLWXODWLRQV� DQG� RI� WKH� NH\� HOHPHQWV� RI� WKH� UHODWLYH� GHFOLQH� RI� LVODPLF� ODZ� DQG� LWV�FRQVHTXHQFHV�IRU�LQGXVWULDO�GHYHORSPHQW�LV�SURYLGHG�E\�.XUDQ����������
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ZHUH� WKRVH�RI�PRVW� RWKHU� FRXQWULHV� LQ� WKH� UHJLRQ�� ,Q� UHFHQW�\HDUV��$QJOR�6D[RQ�FRPPRQ� ODZ�DQG� WKH� XVH� RI� DUELWUDWLRQ� DQG� RWKHU� DOWHUQDWLYH� GLVSXWH� UHVROXWLRQ� PHWKRGV� �$'5V�� KDYH�LQFUHDVLQJO\�LQIOXHQFHG�(J\SW�DQG�RWKHU�FRXQWULHV�LQ�WKH�UHJLRQ��7KLV�KDV�EHHQ�PRUH�QRWLFHDEOH�LQ�WKRVH�SDUWV�RI�WKH�UHJLRQ�IRUPHUO\�XQGHU�%ULWLVK�LQIOXHQFH�VXFK�DV�6RXWKHUQ�<HPHQ��%DKUDLQ��WKH� 8QLWHG� $UDE� (PLUDWHV� DQG� .XZDLW�� <HW�� WKH� VWDWLVW� WUDGLWLRQ� LQ� PXFK� RI� WKH� UHJLRQ� KDV�JHQHUDOO\�OLPLWHG�WKH�H[WHQW�WR�ZKLFK�WKHVH�QHZHU�GHYHORSPHQWV�KDYH�KDG�DQ�LPSDFW�UHODWLYH�WR�RWKHU�SDUWV�RI�WKH�ZRUOG�$QRWKHU� LPSHGLPHQW� WR� WKH�GHYHORSPHQW�RI�FRPPHUFLDO�GLVSXWH� UHVROXWLRQ� V\VWHPV� LQ� WKH�0(1$� UHJLRQ� KDV� EHHQ� WKH� UHJLRQ¶V� KHDY\� UHOLDQFH� RQ� SXEOLF� HQWHUSULVH� DQG� KHQFH� RQ�JRYHUQPHQW� UHJXODWLRQV� LQ� VXSSRUW� RI� WKHVH� HQWHUSULVHV�� ,W� LV� QRW� RQO\�GLIILFXOW� DQG� H[WUHPHO\�FRVWO\� IRU�SULYDWH� ILUPV� WR�FKDOOHQJH�SXEOLF�HQWHUSULVHV��EXW�PRVW�RI� WKHVH�GLVSXWHV�KDYH�WR�JR�WKURXJK�DGPLQLVWUDWLYH�SURFHGXUHV�UDWKHU�WKDQ�OHJDO�RQHV��,Q�SULQFLSOH��KDYLQJ�D�PXOWLSOLFLW\�RI�OHJDO�V\VWHPV�WKDW�LQFOXGH�WKH�WUDGLWLRQDO�DQG�,VODPLF�V\VWHPV��PRGHUQ�(XURSHDQ�FLYLO�ODZ�FRGHV��DQG�SHUKDSV�HYHQ�VRPH�PRGHUQ�DOWHUQDWLYH�GLVSXWH�UHVROXWLRQ� V\VWHPV� �$'5V��� FRXOG�EH�EHQHILFLDO�� �6XFK�D� V\VWHP�DOORZV� IRU�JUHDWHU� IOH[LELOLW\�DQG� PRUH� FKRLFHV�� <HW�� LQ� VRPH� 0(1$� FRXQWULHV� WKH� PXOWLSOLFLW\� KDV� PDGH� IRU� EDVLF�LQFRQVLVWHQFLHV�DQG�ORZHUHG�WKH�SUHGLFWDELOLW\�RI�RXWFRPHV��)RU�H[DPSOH��LQ�<HPHQ�ZKHUH�WKH�1RUWK� KDG� LPSRUWHG� WKH�2WWRPDQ� FLYLO� ODZ� V\VWHP� DQG� WKH� 6RXWK� KDG�(QJOLVK� FRPPRQ� ODZ��UHXQLILFDWLRQ�RI�1RUWK�DQG�6RXWK�LQ� WKH�����V�KDV� OHG�WR�VRPH�VHYHUH�LQFRQVLVWHQFLHV�LQ�OHJDO�V\VWHPV�� 2WKHU� GLVSXWHV� KDYH� UHVXOWHG� LQ� VHYHUDO� 0(1$� FRXQWULHV� ZKHUH� WKH� JRYHUQPHQWV�SUHVFULEHG�WKH�XVH�RI�,VODPLF�ODZ�GHVSLWH�WKH�RSSRVLWLRQ�RI�VRPH�FRPPHUFLDO�ILUPV�7KHUH�LV�DOVR�DPSOH�HYLGHQFH�IURP�WKH�0(1$�UHJLRQ�DQG�YLUWXDOO\�HYHU\ZKHUH�HOVH�WKDW�WKH�GHPDQG� IRU� GLVSXWH� UHVROXWLRQ� LV� JURZLQJ� H[WUHPHO\� UDSLGO\�� 0DQ\� IDFWRUV� OLH� EHKLQG� WKHVH�WUHQGV�� FRPPHUFLDOL]DWLRQ�� SULYDWL]DWLRQ�� JOREDOL]DWLRQ�� LQFUHDVLQJ� FRPSHWLWLRQ� DPRQJ� YHU\�ODUJH�PXOWLQDWLRQDO�HQWHUSULVHV�DURXQG�WKH�JOREH��DQG�SHUKDSV�DOVR�LQ�WKH�FKDQJLQJ�FKDUDFWHU�RI�KLJK�OHYHO� PDQDJHUV� DQG� FRUSRUDWH� ODZ\HUV� �'H]DOD\� DQG� *DUWK� ������� ,Q�0(1$� FRXQWULHV��WKHVH�UDWKHU�XQLYHUVDO� WUHQGV�DUH�DLGHG�E\�JURZLQJ�IUXVWUDWLRQ�RQ�WKH�SDUW�RI�WKH�SULYDWH�VHFWRU�ZLWK�DPELJXRXV�JRYHUQPHQW� UHJXODWLRQV�� WKH�DUELWUDU\�ZD\� LQ�ZKLFK� WKH\�DUH� LQWHUSUHWHG� DQG�WKH�DEVHQFH�RI�DQ�HIIHFWLYH�MXGLFLDO�V\VWHP�IRU�VHHNLQJ�UHGUHVV�7UDQVDFWLRQ�&RVWV�5HVXOWLQJ�IURP�,PSHUIHFW�'LVSXWH�5HVROXWLRQ(DFK�RI� WKH�YDULRXV�GLVSXWH� UHVROXWLRQ�SUREOHPV� LQ� WKH�0(1$�UHJLRQ� LGHQWLILHG�DERYH� UDLVHV�WKH�WUDQVDFWLRQ�FRVWV�RI�GRLQJ�EXVLQHVV�LQ�WKH�UHJLRQ��)RU�H[DPSOH��GHOD\V�LQ�UHVROYLQJ�GLVSXWHV�UDLVH�WKH�FRVWV�IRU�DOO�LQYROYHG�SDUWLHV��LQ�WHUPV�RI�ERWK�WLPH�DQG�PRQH\��7KH\�DOVR�GLVFRXUDJH�
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WKH�GLVSXWLQJ�SDUWLHV� IURP�PDNLQJ�RWKHU�SRVVLEOH�FRQWUDFWXDO� UHODWLRQVKLSV�ERWK�EHWZHHQ�HDFK�RWKHU�DQG�ZLWK�RWKHU�DFWXDO�RU�SRWHQWLDO�FRQWUDFWXDO�SDUWQHUV��,QFRQVLVWHQFLHV�LQ�WKH�RXWFRPHV�RI�UHVROXWLRQ�ORZHU�WKH�LQFHQWLYH�WR�UHDFK�RXW�RI�FRXUW�VHWWOHPHQWV�WR�VXFK�GLVSXWHV�IRU�DW�OHDVW�RQH�RI� WKH� SDUWLHV�� UHLQIRUFLQJ� GHOD\V� DQG� GLVWRUWLQJ�PDQDJHULDO� GHFLVLRQV�� ,QFRQVLVWHQW� RXWFRPHV��PRUHRYHU�� FDQ� LQFUHDVH� ULVN� DQG� XQFHUWDLQW\� IRU� LQYHVWRUV� DQG� KHQFH� ORZHU� LQYHVWPHQW� DQG�JURZWK�� 3HUFHLYHG� LQHTXLWLHV� LQ� WKH� RXWFRPHV� RI� WKH� GLVSXWH� UHVROXWLRQ� V\VWHPV� XQGHUPLQH�UHVSHFW� IRU� WKH� V\VWHP� LQ� JHQHUDO�� LQFOXGLQJ� ODZ� DQG� RUGHU�� TXLWH� SRVVLEO\� HQFRXUDJLQJ�LQGLYLGXDOV�DQG�ILUPV�WR�DFW�RXWVLGH�WKH�ODZ��7KH\�DOVR�FRQWULEXWH�WR�XQGHUGHYHORSPHQW�RI�WKH�ODZ�LWVHOI��OHDYLQJ�ILUPV�ZLWK�IHZHU�RSWLRQV�IRU�VROYLQJ�WKHLU�SUREOHPV��7R�WKH�H[WHQW�WKDW�ORRVH�ODZ� HQIRUFHPHQW� SUHYHQWV� FRQWUDFWV� IURP� EHLQJ� HQIRUFHG�� LW� DOVR� JLYHV� WKH� FRQWUDFWHG� SDUWLHV�LQFHQWLYHV�WR�XQGHU�VXSSO\�HIIRUW��ORZHU�SURGXFW�TXDOLW\�DQG�WR�UHQHJH�RQ�SD\PHQWV���7R� WKH� H[WHQW� WKDW� SURSHUW\� ULJKWV� DUH� XQGHUPLQHG� E\� WKHVH� VKRUWFRPLQJV�� D� YDULHW\� RI�DGGLWLRQDO�WUDQVDFWLRQ�FRVWV�PD\�EH�DGGHG��:KHUH�WKH�SURSHUW\�ULJKWV�ODZV�RU�WKHLU�HQIRUFHPHQW�DUH�YDJXH�DQG�LQFRPSOHWH��WKH�WUXH�RZQHUV�RI�DQ\�SURGXFW��VHUYLFH�RU�UHVRXUFH�FDQQRW�HDVLO\�EH�LGHQWLILHG�� ,I� VR�� DQ\� SRWHQWLDO� EX\HU� KDV� OHVV� LQFHQWLYH� WR� EX\� D� SDUWLFXODU� SURGXFW� VLQFH�� E\�GRLQJ�VR��KH�PLJKW�QRW�JDLQ�OHJDO�RZQHUVKLS�RU�SRVVHVVLRQ��7KLV�PD\�FDXVH�WKH�VHOOHU�WR�VHWWOH�IRU�D�ORZHU�WKDQ�H[SHFWHG�SULFH��RU�HYHQ�QRW�WR�WU\�WR�VHOO�LW��$W�WKH�VDPH�WLPH��ZKHQ�WKH�YHUDFLW\�RI� D� VHOOHU¶V� ULJKW� RI� RZQHUVKLS� LV� LQ� TXHVWLRQ�� WKH� SRWHQWLDO� EX\HU�PD\� KDYH� WR� LQFXU� KLJKHU�LQIRUPDWLRQ�DQG�RU�WUDQVDFWLRQ�FRVWV�LQ�RUGHU�WR�GHWHUPLQH�WKH�DXWKHQWLFLW\�RI�RZQHUVKLS��(YHQ�LI�WKH�VHOOHU�LV�WKH�WUXH�RZQHU�RI�WKH�LWHP��LI�VXFK�FRVWV�DUH�VXIILFLHQWO\�KLJK��WKH�IHDU�WKDW�KH�PD\�QRW�EH�WKH�WUXH�RZQHU�PD\�GLVFRXUDJH�WKH�EX\HU¶V�ZLOOLQJQHVV�WR�SXUFKDVH��,I�WKH�WUDQVDFWLRQ�LV�XQGHUWDNHQ� EXW� WKH� VHOOHU¶V� FODLP� RI� RZQHUVKLS� VKRXOG� WXUQ� RXW� WR� EH� IDOVH�� WKHUH� PD\� EH�DGGLWLRQDO�FRVWV�WR�WKH�EX\HU��H�J���WR�JHW�WKH�VHOOHU�WR�UHWXUQ�KLV�SD\PHQW�RU WR�SURWHFW�LW�IURP�WKH�WUXH� RZQHU� RU� DQ\RQH� HOVH� ZKR� PD\� WU\� WR� WDNH� WKH� LWHP� DZD\� IURP� KLP�� ,QFRPSOHWH� RU�DPELJXRXV� SURSHUW\� ULJKWV� FDQ� DOVR� UHGXFH� WKH� LQFHQWLYH� IRU� LQYHVWPHQW� DQG� KHQFH� JURZWK��:LWKRXW�FOHDU�SURSHUW\�ULJKWV��DQ\�SURSHUW\�SRVVHVVHG�ZLOO�EH�OHVV�XVHIXO�DV�FROODWHUDO��UHGXFLQJ�FUHGLW� DYDLODELOLW\�� DJDLQ� GLVFRXUDJLQJ� LQYHVWPHQW� DQG� JURZWK�� 0RUHRYHU�� WR� WKH� H[WHQW� WKDW�WKHVH� VKRUWFRPLQJV� LQ� WKH� V\VWHP� GLVFRXUDJH� QHZ� HQWUDQWV� DQG� FRPSHWLWLRQ� DQG� UHLQIRUFH�H[LVWLQJ� LQHTXDOLW\�� WKH\�PD\�ZRUVHQ� LQFRPH� GLVWULEXWLRQ� DQG�� EHFDXVH� RI� WKH� OLNHO\� SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�HTXLW\�DQG�JURZWK��FDQ� IXUWKHU� UHWDUG�JURZWK�DQG�GHYHORSPHQW��(DFK�RI�WKHVH�HIIHFWV�UDLVHV�WKH�FRVWV�RI�GRLQJ�EXVLQHVV�ERWK�DEVROXWHO\�DQG�UHODWLYH�WR�ERWK�ZKDW�WKHVH�FRVWV� DUH� HOVHZKHUH� DQG�ZKDW� WKH\� FRXOG� EH� XQGHU� LGHDO� FLUFXPVWDQFHV�� ,Q� WKH� FDVH� RI�ZHDN�LQWHOOHFWXDO�SURSHUW\�ULJKWV��WKHUH�ZLOO�EH�LQVXIILFLHQW�LQFHQWLYH�WR�LQQRYDWH�DQG�KHQFH�WKH�UDWH�RI�WHFKQRORJLFDO�FKDQJH�FDQ�EH�UHGXFHG�
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7KH�KLJKHU�VXFK�FRVWV�EHFRPH��WKH�PRUH�WKDW�VXSSOLHUV�ZLOO�DWWHPSW�WR�SDVV�WKHVH�FRVWV�RQ�WR�WKHLU�FXVWRPHUV�E\�LQFUHDVLQJ�WKHLU�VHOOLQJ�SULFHV��(YHQ�ZRUVH��LQ�PDQ\�FDVHV��WKLV�PD\�UDLVH�WKH�SULFH�WR�VXFK�DQ�H[WHQW�WKDW�WUDQVDFWLRQV�GR�QRW�WDNH�SODFH��FDXVLQJ�SURGXFHUV�WR�H[LW�IURP�WKH�LQGXVWU\� RU� LQ� RWKHU� FDVHV� WR� SUHYHQW� ILUPV� IURP� HQWHULQJ� WKH� LQGXVWU\��0RUH� FRPPRQO\�� WKH�KLJKHU�WUDQVDFWLRQ�FRVWV�GHULYHG�IURP�OHQJWK\�DQG�LOO�PDQDJHG�GLVSXWH�UHVROXWLRQ�V\VWHPV�KDYH�WKH� HIIHFW� RI� LQFUHDVLQJ� WKH�GHJUHH�RI�YHUWLFDO� LQWHJUDWLRQ�� WKHUHE\�XQGHUPLQLQJ� VSHFLDOL]DWLRQ�DQG�WKH�WHFKQRORJLFDO�EHQHILWV�WKHUHRI�DQG�GHFUHDVLQJ�WKH�FRPSHWLWLYHQHVV�DQG�IOH[LELOLW\�RI�WKH�HFRQRP\�� 7KH� KLJK� FRVWV� RI� GLVSXWH� UHVROXWLRQ� DQG� RWKHU� LQVWLWXWLRQDO� IDLOXUHV�� WKHUHIRUH�� FDQ�FRQVWLWXWH� D� YHU\� SODXVLEOH� H[SODQDWLRQ� IRU� WKH� SDUDGR[� RI� KRZ�� LI� FDSLWDO� LV� VR� VFDUFH� LQ�GHYHORSLQJ�FRXQWULHV��WKH�UDWH�RI�LQYHVWPHQW��LQFOXGLQJ�IRUHLJQ�LQYHVWPHQW��FDQ�EH�VR�ORZ�
,9��$OWHUQDWLYH�0HDQV�RI�5HGXFLQJ�WKH�&RVWV�RI�5HVROYLQJ�'LVSXWHV�

7KHUH� DUH� WKUHH� JHQHUDO� PHDQV� RI� UHGXFLQJ� WKH� FRVWV� RI� GLVSXWH� UHVROXWLRQ��2QH� LV� WR�FODULI\� DQG�RU� VWUHDPOLQH� ODZV� DQG� UHJXODWLRQV� LQ�RUGHU� WR� UHGXFH�DPELJXLW\�DQG� WKH�SRWHQWLDO�IRU� FRQIOLFW�� 7KLV� LQYROYHV� OHJDO� UHIRUP�� 7KH� VHFRQG� LV� E\� LPSURYLQJ� WKH� SURFHVV� DQG�IXQFWLRQLQJ� RI� WKH� MXGLFLDO� V\VWHP�� L�H��� E\� MXGLFLDO� UHIRUP�� 7KH� WKLUG� LV� E\� VWUHQJWKHQLQJ�LQIRUPDO�RU�DOWHUQDWLYH�GLVSXWH�UHVROXWLRQ V\VWHPV��$'5V���$V�WKH�IROORZLQJ�UHYLHZ�RI�WKHVH�WKUHH�VWUDWHJLHV�LQGLFDWHV��WKHUH�LV�QR�XQLYHUVDO�EHVW�ZD\�RI�UHGXFLQJ� WKH� WUDQVDFWLRQ�FRVWV�DULVLQJ� IURP�VXFK�FRQIOLFWV��(DFK�JHQHUDO�DSSURDFK�KDV�VHYHUDO�YDULDQWV� DQG� IRU� HDFK� YDULDQW� DQG� DSSURDFK�� WKHUH� DUH� DGYDQWDJHV� DQG� GLVDGYDQWDJHV�� 6LQFH�FRXQWULHV�� UHJLRQV� DQG� VHFWRUV� RI� HFRQRPLF� DFWLYLW\� YDU\� LQ� WKHLU� FXOWXUH�� EHKDYLRUDO� QRUPV��HQYLURQPHQWDO� FRQGLWLRQV�� VRXUFHV� RI� FRQIOLFW� DQG� VRFLDO� DQG� HFRQRPLF� REMHFWLYHV�� DOO� VXFK�FRQVLGHUDWLRQV� KDYH� WR� EH� JLYHQ� FDUHIXO� FRQVLGHUDWLRQ� LQ� FKRRVLQJ� KRZ� EHVW� WR� UHGXFH� WKLV�LPSRUWDQW�DQG�GHYHORSPHQW�UHWDUGLQJ�VRXUFH�RI�KLJK�WUDQVDFWLRQ�FRVWV���$WWHPSWV�DW�UHIRUP�DUH�ERXQG� WR� IDFH� VWURQJ� UHVLVWDQFH� IURP� WKRVH�YHVWHG� LQWHUHVWV� WKDW� VHH� DGYDQWDJHV� LQ�SUHVHUYLQJ�WKH� VWDWXV� TXR�� 0RUHRYHU�� VLQFH� PDQ\� UHIRUPV� DUH� FRPSOLFDWHG� DQG� KDYH� D� ORQJ� JHVWDWLRQ�SHULRG��FDUHIXO�DVVHVVPHQWV�RI�WKH�HIIHFWLYHQHVV�RI�GLIIHUHQW�GLVSXWH�UHVROXWLRQ�UHIRUP�VWUDWHJLHV�DUH� GLIILFXOW� WR� DFFRPSOLVK�� DQG� IRU� WKLV� UHDVRQ� UDUH�� 1HYHUWKHOHVV�� ZKHUHYHU� SRVVLEOH�� LQ�LGHQWLI\LQJ�WKH�PDLQ�DOWHUQDWLYHV�ZLWKLQ�HDFK�VXFK�DSSURDFK�LQ�WKH�IROORZLQJ�VHFWLRQV��DWWHPSWV�DUH�PDGH�WR�LGHQWLI\�H[DPSOHV�RI�EHVW�SUDFWLFH�5HIRUPLQJ�WKH )RUPDO�6\VWHP�WKURXJK�/HJDO�5HIRUP*LYHQ�WKDW�ODZV�DQG�UHJXODWLRQV�IUHTXHQWO\�DULVH�IURP�FRPSURPLVHV��RIWHQ�EHKLQG�FORVHG�GRRUV��DPRQJ�JURXSV�ZLWK�GLIIHUHQW�EDFNJURXQGV��REMHFWLYHV�DQG�SRLQWV�RI�YLHZV��DQG�DUH�FUDIWHG�ZLWK�FRQVLGHUDEOH�XQFHUWDLQW\�DERXW�WKH�OLNHO\�HIIHFWV��ODZV�DUH�RIWHQ�QRW�FOHDUO\�ZULWWHQ��0DQ\�VXFK�
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ODZV�� PRUHRYHU�� DUH� OLNHO\� WR� KDYH� RULJLQDWHG� IURP� D� PXFK� HDUOLHU� LQ� WLPH�� PDNLQJ� WKHP�GLIILFXOW� WR� XQGHUVWDQG� DQG� OLPLWLQJ� WKHLU� UHOHYDQFH� DQG� HIIHFWLYHQHVV� LQ� WKH� FRQWHPSRUDU\�SHULRG��7KH�GHJUHH�RI�DPELJXLW\�DQG� ODFN�RI�NQRZOHGJH�FRQFHUQLQJ�UHOHYDQW� ODZV� LV� LQFUHDVHG�E\�ERWK�WKH�IUHTXHQF\�RI�LVVXDQFH�RI�QHZ�ODZV�E\�WKH�OHJLVODWXUH�DQG�ELQGLQJ�SUHVLGHQWLDO�RU�RWKHU�E\�WKH�H[HFXWLYH�EUDQFK��DQG�LQFRQVLVWHQFLHV�EHWZHHQ�VRPH�RI�WKHVH�ODZV�DQG�WKH�ZD\�WKH\�DUH�HQIRUFHG��6XFK�SUREOHPV�DUH�PRUH�VHYHUH�ZKHQ�WKH�SURFHVV�DQG�GHEDWH�OHDGLQJ�WR�WKHVH�ODZV�LV�DV�QRQ�WUDQVSDUHQW�DV�LQ�WKH�0(1$�UHJLRQ��VHFWLRQ�,,�DERYH��DQG�ILUPV�IHHO�H[FOXGHG�IURP�WKH�SURFHVV��:RUVH� VWLOO�� WKH� QHZ� ODZV� DUH� RIWHQ� SXEOLVKHG RQO\�ZLWK� D� FRQVLGHUDEOH� WLPH� ODJ� RU�VRPHWLPHV�QHYHU�SXEOLVKHG� DW� DOO��$OO� WKHVH� IDFWRUV� LQFUHDVH� WKH� OLNHOLKRRG� WKDW�PRVW�FLWL]HQV�DQG�ILUPV�ZLOO�ODFN�IDPLOLDULW\�ZLWK�H[LVWLQJ�ODZV�DQG�UHJXODWLRQV��(YHQ�ZKHQ�WKH�ODZV�PLJKW�EH�NQRZQ�� WKH� PRQLWRULQJ� DQG� HQIRUFHPHQW� RI� WKHVH� ODZV� PD\� EH� GRQH� E\� VHYHUDO� GLIIHUHQW�DJHQFLHV��HDFK�ZLWK�GLIIHUHQW�PHWKRGV�DQG�FULWHULD�LQ�DSSOLFDWLRQ���$V�D�UHVXOW��WKHUH�FDQ�HDVLO\�EH� VXEVWDQWLDO� GLIIHUHQFHV� EHWZHHQ� DFWXDO� SUDFWLFH� DQG� WKH� PHWKRG� SUHVFULEHG� E\� ODZ�� DQG�LQGLYLGXDO�DQG�ILUPV�PD\�EH�XQLQIRUPHG�DERXW�RQH�RU�WKH�RWKHU�RU�ERWK��:KDWHYHU�WKH�VRXUFH�RI�VXFK�DPELJXLWLHV�LQ�ODZV�RU�UHJXODWLRQV��WKH\�DUH�OLNHO\�WR�JLYH�ULVH�WR�FRQIOLFWV�DPRQJ�SULYDWH�SDUWLHV�EHFDXVH�HDFK�SDUW\�ZLOO�KDYH�DQ�LQFHQWLYH�WR�LQWHUSUHW�WKH�ODZ�LQ�D ZD\�IDYRUDEOH� WR�LWV�RZQ�LQWHUHVWV�� �$V�D�UHVXOW��PDQ\�HVVHQWLDOO\�DYRLGDEOH�FRQIOLFWV�ZLOO�HQG� XS� LQ� IRUPDO� FRXUWV�� W\LQJ� XS� VFDUFH� OHJDO� SHUVRQQHO� DQG� FRXUW� WLPH� WKDW� FRXOG� EH�PRUH�XVHIXOO\�GHYRWHG�WR�RWKHU�LVVXHV�:KDW� FDQ� EH� GRQH� WR� UHGXFH� WKHVH� DPELJXLWLHV� DQG� WKHUHE\� UHGXFH� WKH� FRVWV� RI� GLVSXWH�UHVROXWLRQ"�3URSHUW\�5LJKWV�/DZV2QH�VXFK�PHDQV�LV�E\�GHILQLQJ�RU�FODULI\LQJ�SURSHUW\�ULJKWV�E\�UHZULWLQJ�SDUWLFXODU�ODZV��,QFRPSOHWHQHVV� RU� DPELJXLW\� LQ� SURSHUW\� ULJKWV� FDQ� DULVH� IURP� PDQ\� VRXUFHV�� VXFK� DV� WKH�DEVHQFH�RI�D�ZULWWHQ�GRFXPHQW�RI�RZQHUVKLS�RU�ODFN�RI�FODULW\�LQ�WKH�ORFDWLRQ�RI�WKH�SURSHUW\��WKH�FKDUDFWHU�RI�WKH�ULJKWV��XVH�ULJKWV��VDOH�ULJKWV��EHTXHDWKDO�ULJKWV��UHQWDO�ULJKWV��HWF���DQG�WKH�PDQQHU�RI� WKHLU�HQIRUFHPHQW�� �+HQFH�� ODZV�GHILQLQJ�YHU\ FOHDUO\�WKH�VFRSH�RI�VXFK�ULJKWV�DQG�KRZ�WKH\�DUH� WR�EH�HQIRUFHG�FDQ�KHOS�WR�UHPRYH�VXFK�DPELJXLWLHV�DQG�DQ�LPSRUWDQW�VRXUFH�RI�GLVSXWH�UHVROXWLRQ�FRVWV��$OVR�QHHGHG�LV�D�FOHDU�GHPDUFDWLRQ�UXOH�FRQFHUQLQJ�WKH�DPRXQW�RI�WLPH�WKDW�QHHGV� WR�JR�E\�EHIRUH�VRPHRQH¶V�FODLP�FDQ�EH�FRQVLGHUHG� OHJLWLPDWH��WKH�ODZ�RI�DGYHUVH�SRVVHVVLRQ��� �:LWKRXW� LUUHIXWDEOH� SURRI� RI� RZQHUVKLS� LQ� WKH� IRUP� RI� FOHDUO\� VSHFLILHG� ULJKWV��WKHUH�LV�DOZD\V�WKH�FKDQFH�WKDW�VRPHRQH�ZLWK�D�VWURQJHU�FODLP�RI�RZQHUVKLS�ZLOO�VXEVHTXHQWO\�
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DSSHDU�� ,I� WKH� WLPH� DOORZHG� LV� WRR� ORQJ�� SURGXFWLYH� LQYHVWPHQWV� E\� WKH� SRVVHVVRU� PD\� EH�GLVFRXUDJHG�LQ�WKH�PHDQWLPH��RU�DOWHUQDWLYHO\�PDGH�EXW�ZDVWHG��2Q�WKH�RWKHU�KDQG��LI�LW�LV�WRR�VKRUW�� WKH�WUXH�RZQHU¶V�ULJKW�RI�RZQHUVKLS�PD\�EH�FRPSURPLVHG�DQG�DEVHQWHH�RZQHUV PD\�EH�GLVFRXUDJHG�IURP�PDNLQJ�LQYHVWPHQWV�RQ�WKHLU�SURSHUW\����2WKHU�SUREOHPV�KDYH� WR�GR�ZLWK� WKH�YDJXHQHVV�RI� WKH� ULJKWV�FRQIHUUHG��2QH�VRXUFH�RI�YDJXHQHVV�PD\�GHULYH�IURP�WKH�UHJXODWRU\�SRZHUV�RI�ORFDO�RU�RWKHU�JRYHUQPHQWV��7KHVH�QHHG�WR�EH�PDGH�DV�FOHDU�DQG�FOHDUO\�OLPLWHG�DV�SRVVLEOH�� �6LQFH�RQH�RI�WKH�EHQHILWV�RI�FOHDUO\�GHILQHG�SULYDWH�SURSHUW\�ULJKWV�LV�WKH�XVHIXOQHVV�RI�VXFK�SURSHUW\�DV�FROODWHUDO��WKHUH�VKRXOG�EH�D VLPSOH��DFFHVVLEOH� PHDQV� RI� UHJLVWUDWLRQ� RI� WLWOHV� WR� SURSHUW\� DQG� TXDOLI\LQJ� SURSHUW\� DV� FROODWHUDO��7LWOLQJ�KDV�RIWHQ�EHHQ�DVVRFLDWHG�ZLWK�SURSHUW\�JUDEELQJ�E\�HOLWHV�ZLWK�PXFK�EHWWHU�DFFHVV� WR�WLWOHG�SURSHUW\�WKDQ�WKH�SRRU���:KHQ�WKLV�RFFXUV��UHVSHFW�IRU�SULYDWH�SURSHUW\�DQG�WKH�ODZ�ZLOO�EH�XQGHUPLQHG�� � )RU� WKLV� UHDVRQ�� WLWOLQJ� OHJLVODWLRQ� VKRXOG� PDNH� WKH� PHDQV� RI� GRLQJ� VR� DV�WUDQVSDUHQW�DQG�DFFHVVLEOH�WR�WKH�SRRU�DQG�VPDOO�HQWHUSULVHV�DV�SRVVLEOH�'LIIHUHQW�IRUPV�RI�SURSHUW\�PD\�QHHG�VSHFLDO�FODULILFDWLRQ��VWDQGDUGL]DWLRQ�RI�WHUPLQRORJ\�DQG� UHJXODWLRQ�� )RU� H[DPSOH�� LQ� WKH� FDVH� RI� ODQG�� WKH� ODQG� QHHGV� WR� EH� VXUYH\HG� DQG� FOHDU��JHQHUDOO\� UHFRJQL]HG�� ERXQGDULHV� GHILQHG�� &RQIOLFWV� DQG� LQFRQVLVWHQFLHV� DPRQJ� ODZV� RI�GLIIHUHQW�OHYHOV�RI�JRYHUQPHQW�VKRXOG�EH�DYRLGHG��H�J���E\�JLYLQJ�ORFDO�JRYHUQPHQWV�H[FOXVLYH�ULJKWV��:KLOH�PDQ\�ODQG�WLWOLQJ�SURJUDPV�KDYH�QRW�EHHQ�YHU\�VXFFHVVIXO�DQG�RWKHUV�DUH�WRR�QHZ�WR�HYDOXDWH��VRPH�HVSHFLDOO\�ZHOO�GRFXPHQWHG�FDVHV�VKRXOG�EH�QRWHG��2QH�VXFK�FDVH�LV�WKDW�RI�&RVWD�5LFD� LQ� WKH�����V�DQG�����V��$V�GHVFULEHG� LQ�1XJHQW�DQG�5RELQVRQ��������� WKH�&RVWD�5LFDQ�VXFFHVV�ZDV�FKDUDFWHUL]HG�E\�ORFDO�JRYHUQPHQWV�WKDW�ZHUH�FRPSHWLQJ�ZLWK�HDFK�RWKHU�WR�DWWUDFW�VHWWOHUV��8VLQJ�WKH�SURYLVLRQ�RI�ODQG�DQG�WLWOHV�DV�LQFHQWLYHV��WKH�JRYHUQPHQW�ZDV�DEOH�WR�GHYHORS�D� ORQJ�JHVWDWLRQ�FURS��FRIIHH��HDUO\�RQ�DQG�DORQJ�ZLWK�LW��D�FUHGLW V\VWHP�EDVHG�XSRQ�WLWOHG� ODQG�DV�FROODWHUDO�ZKLFK�� LQ� WXUQ��KHOSHG�IRVWHU� WKH�GHYHORSPHQW�RI�EDQNV�� WHFKQRORJLFDO�FKDQJH�� HGXFDWLRQ�� SURGXFWLYLW\� JURZWK� DQG� SHUKDSV� HYHQ� GHPRFUDF\��$QRWKHU�PXFK�VWXGLHG�FDVH� LV� WKDW� RI� 7KDLODQG� LQ� WKH� HDUO\� ����V�� �$OWKRXJK� WKLV� SURJUDP�ZDV�PRUH� OLPLWHG� LQ� LWV�H[WHQW� DQG�PD\� KDYH� EHHQ�PRUH� ELDVHG� WRZDUG�PRUH�ZHOO�HVWDEOLVKHG� DQG�ZHDOWKLHU� IDUPHUV��WKH� WLWOHG� SORWV� ZHUH� UDWKHU� VPDOO� LQ� VL]H� �DV� LQ� WKH� &RVWD� 5LFDQ� FDVH�� DQG� WKXV�PXFK�PRUH�HJDOLWDULDQ�WKDQ�LQ�RWKHU�FDVHV��1XPHURXV�VWXGLHV�KDYH�GHPRQVWUDWHG�WKH�HIIHFWLYHQHVV�RI�WLWOHV�LQ� LQFUHDVLQJ� WKH� DFFHVV� WR� FUHGLW� DQG� KHQFH� DOVR� WKH� SURGXFWLYLW\� DQG� LQYHVWPHQW� RI� IDUPHUV�SRVVHVVLQJ�VXFK�WLWOHV�UHODWLYH�WR�WKRVH�ZLWKRXW�WLWOHV���
�� 6HH�)HGHU�DQG�2QFKDQ��������������DQG�)HGHU��2QFKDQ��&KDODPZRQJ�DQG�+RQJODGDURP���������7KH�H[FOXVLYH�UROH�RI�WKH�ORFDO�JRYHUQPHQW�DQG�WUDQVSDUHQF\�RI�WKH�WLWOLQJ�V\VWHP�KDYH�JHQHUDOO\�QRW�EHHQ�DGKHUHG�WR�LQ�%UD]LO��SHUKDSV�UHVSRQVLEOH�IRU�WKH�PXFK�ZHDNHU�UHVXOWV��$OVWRQ��/LEHFDS�DQG�6FKQHLGHU�����
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:KDW�ZHUH�VRPH�RI�WKH�LQJUHGLHQWV�RI�WKHVH�VXFFHVVIXO�FDVHV"�2QH�IDFWRU�ZDV�WKDW�WKH\�ZHUH�GRQH�DW� WLPHV�ZKHQ� ODQG�ZDV�EHFRPLQJ� LQFUHDVLQJO\� VFDUFH��$QRWKHU�ZDV� WKH� ORZ�FRVWV�DQG� WUDQVSDUHQW� SURFHVVHV� XVHG� DW� WKH� ORFDO� OHYHO�� 7KLUG�� WKH� SURFHVVHV� ZHUH� DFFRPSOLVKHG�JUDGXDOO\�RYHU�D�GHFDGH�RU�PRUH�VR�DV�WR�DVVXUH�DGHTXDWH�DGPLQLVWUDWLRQ�DQG�PRQLWRULQJ��7LWOHV�ZHUH�DOVR�PDGH�PDQGDWRU\�IRU�SURYLQJ�SURSHUW\�ULJKWV��7KH�PHDQV� RI� SURWHFWLQJ� LQGXVWULDO� SURSHUW\� ULJKWV� DUH� OLNHO\� WR� EH� TXLWH� GLIIHUHQW�� ,Q� WKH�FDVH�RI�HTXLW\�VKDUHV�RI�HQWHUSULVHV��LW�LV�LPSRUWDQW�WKDW�WKH�ULJKWV�RI�PLQRULW\�RZQHUV�EH�FOHDUO\�VSHFLILHG� DQG� JLYHQ� VSHFLDO� SURWHFWLRQ� WKURXJK� GHWDLOHG� SURYLVLRQV� RI� WKH� ODZ�� � 2WKHUZLVH��PLQRULW\� VKDUHKROGHUV� ZLOO� KDYH� OLWWOH� LQFHQWLYH� WR� EX\� VKDUHV� LQ� SULYDWH� ILUPV� DQG� HTXLW\�PDUNHWV�ZLOO� UHPDLQ�DEVHQW�RU�XQGHUGHYHORSHG�� �+RZ�FDQ� WKLV�EH�GRQH"� �6RPH�ZD\V� LQFOXGH�DPHQGLQJ�ODZ�SURYLVLRQV�PDNLQJ�LW�HDVLHU�IRU�VXFK�VWRFNKROGHUV�WR�FDOO�DQG�DWWHQG�PHHWLQJV�RI�WKH�ERDUG�RI�GLUHFWRUV��WR�H[HUFLVH�WKHLU�YRWHV��H�J���E\�DEVHQWHH�EDOORWV���DQG�WR�UHTXLUH�LQGHSHQGHQW�DXGLWV���$V�0(1$�FRXQWULHV�PRYH�XS�WKH�WHFKQRORJ\�ODGGHU�DQG�DWWHPSW�WR�DWWUDFW�HQYLURQPHQWDOO\�FOHDQ� LQGXVWULHV� OLNH� FRPSXWHU� VRIWZDUH� GHYHORSPHQW� DQG� LQIRUPDWLRQ� WHFKQRORJ\�� WKH�H[WHQVLRQ�RI�SURSHUW\�ULJKWV�OHJLVODWLRQ�WR�LQWHOOHFWXDO�SURSHUW\�ULJKWV�PD\�EHFRPH�LQFUHDVLQJO\�QHFHVVDU\��2QH�LPSRUWDQW�ZD\�WR�GR�WKLV�LV�E\�VLJQLQJ�RQWR�WKH�7UHDW\�RQ�,QWHOOHFWXDO�3URSHUW\�5LJKWV� �75,36�� DQG�RU� E\� PRGLI\LQJ� SDWHQW� ODZV� LQ� ZD\V� VXLWDEOH� IRU� VXFK� LQGXVWULHV� DQG�DFWLYLWLHV�� � (VSHFLDOO\� ZKHUH� VSHHG� RI� DFWLRQ� LV� HVVHQWLDO� WR� HQIRUFHPHQW�� FODLPV� RI�LQIULQJHPHQWV� RI� SURSHUW\� ULJKWV� �H�J��� RI� WUDGHPDUNV� DQG� OLFHQVHV�� PXVW� EH� KDQGOHG�H[SHGLWLRXVO\��� ,Q�RWKHU�ZRUGV��OHJDO�UHIRUP�VKRXOG�EH�WLHG�WR�FOHDU��ZHOO�IXQFWLRQLQJ�MXGLFLDO�HQIRUFHPHQW�%DQNUXSWF\�/DZV��$QRWKHU� DUHD� RI� OHJDO� UHIRUP� ZLWK� VFRSH� IRU� UHGXFLQJ� WKH� FRVWV� RI� GLVSXWH� UHVROXWLRQ� LV�EDQNUXSWF\� ODZ�� *HQHUDOO\� VSHDNLQJ�� 0(1$� FRXQWULHV� DUH� EHOLHYHG� WR� EH� YHU\� GHILFLHQW� LQ�EDQNUXSWF\� ODZ�� LPSO\LQJ� WKDW� WKHUH� LV� YHU\� FRQVLGHUDEOH� SRWHQWLDO� IRU� UHGXFLQJ� WKH FRVWV� RI�
�� /D� 3RUWD� /RSH]�GH�6LODQHV�� 6FKOHLIHU� DQG� 9LVKQ\� ������� XVH� TXDQWLWDWLYH� LQGLFDWRUV� RI� YDULRXV� DVSHFWV� RI�FUHGLWRU� DQG� LQYHVWRU� ULJKWV� DQG� WKHLU� HQIRUFHPHQW� IURP�D� VDPSOH�RI� ��� FRXQWULHV�RI�GLIIHUHQW� OHJDO� WUDGLWLRQV� WR�VKRZ�WKDW�WKHVH�LQGLFDWRUV�DUH�VLJQLILFDQWO\�ORZHU�IRU�WKH�FLYLO�ODZ�FRXQWULHV�WKDW�GR�QRW�KDYH�VXFK�SURYLVLRQV�WKDQ�IRU�WKH�FRPPRQ�ODZ�FRXQWULHV�WKDW�KDYH�WKHP���7KUHH�0(1$�FRXQWULHV��(J\SW��-RUGDQ�DQG�7XUNH\��ZHUH�LQFOXGHG�LQ� WKH� VDPSOH�RI� FLYLO� ODZ� FRXQWULHV��7KH\� DOVR� VKRZHG� WKDW� VKDUHKROGLQJV�ZHUH� OHVV� GLVSHUVHG� DQG�PRUH�KLJKO\�FRQFHQWUDWHG� LQ� WKH� FRXQWULHV� RI� WKH�)UHQFK� FLYLO� ODZ� WUDGLWLRQ WKDQ� LQ� WKH�RWKHU�FRXQWULHV�� ,Q�D�SDUDOOHO� VWXG\�RI�EDQN�VRXUFHV�RI�ILQDQFH��/HYLQH��������VKRZV�WKDW�ILQDQFLDO�LQWHUPHGLDULHV�DUH�DOVR�OHVV�GHYHORSHG�LQ�WKH�FRXQWULHV�RI�WKH�FLYLO�ODZ�WUDGLWLRQ�EHFDXVH�RI�WKHLU�ZHDNHU�SURWHFWLRQ RI�FUHGLWRUV��+H�DOVR�VKRZV�WKDW��RQFH�RQH�FRQWUROV�IRU�WKHVH� LQGLYLGXDO� OHJDO�SURYLVLRQV�� WKHUH� LV�QR� ORQJHU�DQ\� VLJQLILFDQW�GLIIHUHQFH� LQ� WKH�FRQFHQWUDWLRQ�GLVSHUVLRQ�RI�VKDUHKROGHUV�EHWZHHQ�FLYLO�ODZ�DQG�FRPPRQ�ODZ�FRXQWULHV� +HQFH��LI�0(1$�FRXQWULHV�ZHUH�WR�DGRSW FUHGLWRU DQG�LQYHVWRU�IULHQGO\�ODZV�DQG�HQIRUFH�WKHP��WKH\�ZRXOG�EH�DW�QR�GLVDGYDQWDJH�UHODWLYH�WR�FRPPRQ�ODZ�FRXQWULHV����� 6HH��H�J���$O�7DPLPL���������
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GLVSXWH� UHVROXWLRQ� WKURXJK� DSSURSULDWH� FKDQJHV� LQ� EDQNUXSWF\� ODZV�� � ,Q� WKH� DEVHQFH� RI� DQ\�OHJDOO\�HVWDEOLVKHG�EDQNUXSWF\�SURFHGXUH��D�FUHGLWRU�PD\�QRW�KDYH�WKH�ULJKW�WR�VHL]H�WKH�DVVHWV�WKDW�WKH�GHEWRU�KDV�SXW�XS�DV�FROODWHUDO��6LPLODUO\��LQ�WKH�DEVHQFH�RI�FROODWHUDO��KH�PD\�QRW�KDYH�WKH�ULJKW�WR�SHWLWLRQ�D�FRXUW�WR�VHOO�VRPH�RI�WKH�GHEWRU¶V�DVVHWV�WR�FRYHU�WKH�GHEW��,I�WKH�FUHGLWRU�FDQQRW�REWDLQ�UHSD\PHQW�RI� WKH�ORDQV�SURYLGHG��KH�ZLOO�HLWKHU�UHIUDLQ�IURP�OHQGLQJ�RU�SDVV�RQ�KLV� ORVVHV� LQ� WKH� IRUP RI� KLJKHU� LQWHUHVW� UDWHV� WR� QRQ�GHIDXOWHUV�� RU� ERWK�� ,Q� HLWKHU� FDVH�� WKLV�UDLVHV�WKH�FRVWV�RI�FUHGLW�WR�ILUPV�LQ�JHQHUDO��WKHUHE\�UHGXFLQJ�WKHLU�FRPSHWLWLYHQHVV��(YHQ� LI� D� FRXQWU\� GRHV� KDYH� EDQNUXSWF\� ODZV�� WKH\� FDQ� JLYH� ULVH� WR� GLVSXWHV�� GHOD\V� DQG�LQHIILFLHQFLHV� LI� WKH\�DUH�QRW�FOHDU��)RU�H[DPSOH�� LW� LV� LPSRUWDQW�IRU� WKH�ODZ�WR�VSHFLI\�H[DFWO\�KRZ�VRRQ�DIWHU�DQ�DSSDUHQW�GHIDXOW�RQ�D�GHEW�DQ�DFWLRQ�WR�FODLP�DVVHWV�RI�WKH�EDQNUXSW�ILUP�FDQ�EH� WDNHQ��ZKDW�NLQG�RI�DVVHWV�FDQ�EH�XVHG�DV�FROODWHUDO��DQG�ZKHQ� DQG�KRZ�WKH�PRWLRQ�WR� WKH�FRXUW� FDQ� EH� PDGH� DQG� WKH� UHVSRQVH� REWDLQHG�� ,I� WKHUH� DUH� PXOWLSOH� FUHGLWRUV�� WKH� RUGHU� RI�SULRULW\�DPRQJ�WKH�FUHGLWRUV�PXVW�EH�VSHFLILHG�RU�UHFRJQL]HG�E\�WKH�ODZ�WR�DYRLG�XQQHFHVVDU\�FRQIOLFWV�DQG�GHOD\��$W�D�PLQLPXP��WKH�ODZ�VKRXOG�HVWDEOLVK�DQ�RUGHUO\�EDQNUXSWF\�SURFHGXUH�ZKHQ�QRQH�LV�VSHFLILHG�LQ�WKH�FRQWUDFWXDO�UHODWLRQVKLS�0RVW� EDQNUXSWF\� SURFHGXUHV� LQYROYH� VHYHUDO� VWHSV�� )LUVW�� DQ� LQGLYLGXDO�� ILUP�� RU� EDQN� WR�ZKLFK�D�GHEW�LV�RZHG�SHWLWLRQV�D�FRXUW�RU�JRYHUQPHQW�DJHQF\�WR�SXW�D�OLHQ�RQ�WKH�DVVHWV�RI�WKH�DOOHJHG�GHIDXOWHU��6HFRQG�� WKH�DXWKHQWLFLW\�RI� WKH�FUHGLWRU¶V�FODLP�LV�LQYHVWLJDWHG��7KLUG��LI�WKH�FODLP� LV� YHULILHG�� DQ� LQYHVWLJDWLRQ� LV�PDGH� LQWR� WKH�PRVW� DSSURSULDWH�PHDQV� RI� UHVROYLQJ� WKH�SUREOHP��7KH�RSWLRQV� UDQJH� IURP�RXWULJKW� OLTXLGDWLRQ�RI� WKH�GHIDXOWHU¶V�DVVHWV� �DQG�XVLQJ� WKH�SURFHHGV� WR� DW� OHDVW� SDUWLDOO\� FRPSHQVDWH� WKH� FUHGLWRUV� LQ� D� GHVLJQDWHG� RUGHU� RI� SULRULW\�� WR�OHDYLQJ� WKH� GHIDXOWHU¶V� DVVHWV� LQ� WDFW� EXW� UHVWUXFWXULQJ� WKH� ILUP� VR� DV� WR� UHWXUQ� LW� WR� YLDELOLW\��)LQDOO\��WKH�GHFLVLRQ�RQ�OLTXLGDWLRQ�RU�UHVWUXFWXULQJ�LV�LPSOHPHQWHG��LQ�WKH�FDVH�RI�OLTXLGDWLRQ��SHUKDSV�WKH�OLTXLGDWLRQ�RI�FROODWHUDO�ZLOO�EH�LPSOHPHQWHG�DV�ZHOO���DQG�WKH�FUHGLWRUV�UHFHLYH�DW�OHDVW� SDUWLDO� FRPSHQVDWLRQ��(YHQ�XQGHU� WKH�EHVW� RI�FLUFXPVWDQFHV�� WKHVH� VWHSV�PD\� WDNH� WLPH��PRUH�VR�LI�DQ\�RI�WKHVH�VWHSV�LV�FORXGHG�E\�DPELJXLW\�LQ�WKH�ODZ�RU�LWV�HQIRUFHPHQW�:KDW� ZRXOG� PDNH� IRU� DQ� HIIHFWLYH� EDQNUXSWF\� SURFHGXUH"� � ,Q� SDUWLFXODU�� LW� VKRXOG� EH�GHVLJQHG�LQ�VXFK�D�ZD\�DV�WR�VDWLVI\�FHUWDLQ�GHVLUDEOH�REMHFWLYHV���)LUVW��WKH�GHFLVLRQ�RI�ZKDW�WR�GR�ZLWK�WKH�ILUP�VKRXOG�EH�EDVHG�RQ�PD[LPL]DWLRQ�RI�WKH�WRWDO�YDOXH�RI�WKH�DVVHWV��6HFRQG��WKHVH�DVVHWV�VKRXOG�EH�GLYLGHG�EHWZHHQ�WKH�GHEWRU�DQG�WKH�FUHGLWRUV��DQG�SRVVLEO\�RWKHU�SDUWLHV�VXFK�DV�ZRUNHUV�RU�WKH�JRYHUQPHQW��LQ�VXFK�D�ZD\�DV�WR�SHQDOL]H�PDQDJHUV�DQG�VKDUHKROGHUV�RI�WKH�
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EDQNUXSW�ILUP��7KLUG��LW�VKRXOG�HVWDEOLVK�D�UDWLRQDO�RUGHU�RI�SULRULWLHV�DPRQJ�WKH�FODLPDQWV��� ,Q�WKH�ODWWHU��LW�LV�LPSRUWDQW�WKDW�VKDUHKROGHUV�QRW�EH�HQWLUHO\�QHJOHFWHG���6XFK�DQ�DFWLRQ ZRXOG�JLYH�WKHP�DQG�WKHLU�PDQDJHUV�DQ�LQFHQWLYH�WR�XQGHUWDNH�KLJKO\�ULVN\�DFWLRQV�WKDW�PD\�PLQLPL]H�WKH�SUREDELOLW\�RI�EDQNUXSWF\�± EXW�DW�WKH�FRVW�RI�ORZHU�H[SHFWHG�UHWXUQV�DQG�KLJKHU�SUREDELOLW\�RI�ODUJH�ORVVHV��,I� FDSLWDO�PDUNHWV�ZHUH�SHUIHFW�� LQIRUPDWLRQ�FRPSOHWH�DQG� UDSLGO\�FRPPXQLFDWHG��DQG� WKH�ILUP�ZRUWK�PRUH�DV�D�IXQFWLRQLQJ�HQWHUSULVH�WKDQ�DQ�LQDFWLYH�RQH��WKHQ�LW�ZRXOG�EH�DSSURSULDWH�WR�UHVROYH�WKH�VLWXDWLRQ�WKURXJK�D�FRPSHWLWLYH�DXFWLRQ�RI�WKH�ILUP�DV�D�ZKROH��+RZHYHU��LI�WKHVH�FRQGLWLRQV� DUH� QRW� VDWLVILHG� �DV� VHHPV� OLNHO\��� WKH� ODZ� VKRXOG� UHTXLUH� D� VWUXFWXUHG� EDUJDLQLQJ�SURFHGXUH��,Q�HVWDEOLVKLQJ�VXFK�D�SURFHGXUH��FDUH�VKRXOG�EH�WDNHQ�WR�DYRLG�PL[LQJ�WRJHWKHU�WKH�GHFLVLRQ� RI� ZKDW� WR� GR� ZLWK� WKH� ILUP� DQG� WKDW� RI� LGHQWLI\LQJ� SULRULWLHV� DPRQJ� WKH� FUHGLWRUV��'RLQJ� VR� FRXOG� FRPSOLFDWH� WKH� EDUJDLQLQJ� DQG� OHDG� WR� ODUJH� GHOD\V�� 5HVWUXFWXULQJ�� KRZHYHU��VKRXOG�QRW�JLYH�FUHGLWRUV�DQG�VKDUHKROGHUV�SHUYHUVH�LQFHQWLYHV�WKDW�FRXOG�OHDG�WKHP�WR�D�ZURQJ�GHFLVLRQ�DERXW�WKH�ILUP¶V�IXWXUH�+RZ�PLJKW� WKLV� EH� DYRLGHG"� $�PRGLILHG�YHUVLRQ�RI�D�SURSRVDO�E\�+DUW� �������PLJKW�EH�FRQVLGHUHG�� ,Q� SDUWLFXODU�� RQFH� EDQNUXSWF\� LV� GHPRQVWUDWHG�� DQ� DXWRPDWLF� GHEW�HTXLW\� VZDS��ZLWK�WKH�DPRXQW�RI�HTXLW\�JRLQJ�WR�HDFK�FUHGLWRU�SUHGHWHUPLQHG��FRXOG�EH�FDUULHG�RXW��WKHUHE\�UHPRYLQJ� WKDW� LVVXH� IURP� EDUJDLQLQJ� DQG�PDNLQJ� VKDUHKROGHUV� RXW� RI� DOO� WKH� SDUWLHV��� 7KLV�ZRXOG�JLYH�DOO�SDUWLHV�WKH�LQFHQWLYH�WR�PDNH�WKH�EHVW�GHFLVLRQ�DERXW�ZKDW�WR�GR�ZLWK�WKH�ILUP��7KH�QHZ�VWRFNKROGHUV�FRXOG�HOHFW�D�QHZ�ERDUG�RI�GLUHFWRUV�ZKR�WKHQ�FRXOG�GHFLGH�E\�PDMRULW\�YRWH�ZKDW�WR�GR�DQG�KRZ�WR�GR�LW��WKHUHE\�DOVR�PLQLPL]LQJ�UHOLDQFH�RQ�WKH�DOUHDG\�RYHUFURZGHG�FRXUWV�WR�VROYH�WKH�SUREOHP��� &OHDUO\��VXFK�D�SURFHGXUH�ZRXOG�SURYLGH�PRUH�IOH[LELOLW\�LQ�WKH�UHVWUXFWXULQJ�SURFHVV� WKDQ�PRVW�H[LVWLQJ�VFKHPHV��+HQFH� D�JRRG�EDQNUXSWF\�SURFHGXUH�FRXOG�EH�DFKLHYHG�ZLWK�D�PXFK�ORZHU�WUDQVDFWLRQ�FRVW�DQG�FRXUW�WLPH�WKDQ�LQ�WKH�&KDSWHU����W\SH�RI�EDQNUXSWF\�SURFHGXUH�XVHG�LQ�WKH�8�6��DQG�HOVHZKHUH���2WKHU� GHVLUDEOH� IHDWXUHV� RI� D� EDQNUXSWF\� ODZ� PLJKW� EH� GLFWDWLQJ� D� PHDQV� RI� PHGLDWLQJ�GLVSXWHV� LI� QRQH� H[LVWV� LQ� WKH� FRQWUDFWXDO� UHODWLRQVKLS� DQG� SURYLGLQJ� D� IUDPHZRUN� IRU�UHVWUXFWXULQJ�LI�H[SHULHQFH�LQ�VXFK�LV�OLPLWHG��6XFK�D�IUDPHZRUN�ZRXOG�EH�HVSHFLDOO\�LPSRUWDQW�LI� WKH� DIRUHPHQWLRQHG� DXWRPDWLF� GHEW�HTXLW\� VZDS� SURFHGXUH� LV� XQDYDLODEOH� DQG� SUHYLRXV�H[SHULHQFH� LQ� UHVWUXFWXULQJ� LV� OLPLWHG�� %XW� ZKDW� LV� PDQGDWHG� VKRXOG� EH� FRQILQHG� WR� SURFHVV�
�� )RU� H[DPSOH�� LW� FRXOG� SXW� VHFXUHG� OHQGHUV� ILUVW�� LQ� WKH� RUGHU� LQ� ZKLFK� WKH\� SURYLGHG� FUHGLW�� WKHQ� XQVHFXUHG�OHQGHUV��DJDLQ�LQ�RUGHU�RI�WKHLU�ORDQV���DQG�ILQDOO\�VKDUHKROGHUV��SHUKDSV�DJDLQ�SULRULWL]HG�E\�W\SH���� ,Q� D� FRQWH[W� ZKHUH� ZRUNHUV� ULJKWV� DV� VWDNHKROGHUV� DUH� EHOLHYHG� WR� EH� IXQGDPHQWDO� WR� DQ\� VRFLDOO\� GHVLUDEOH�VROXWLRQ��WKH\�WRR�FRXOG�EH�LQFOXGHG�LQ�WKLV�SURFHVV��� 5RZDW�DQG�$VWLJDUUDJD��������SURYLGH�H[DPSOHV�IURP�/DWLQ�$PHULFD�RI�H[FHVVLYH�ULJLGLW\�HYHQ�LQ�VRPH�RI�WKH�SURFHGXUHV�LQWURGXFHG�XQGHU�MXGLFLDO�UHIRUP��
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VLQFH�LQ�JHQHUDO�WKH�SDUWLHV�WKHPVHOYHV�ZLOO�EH�LQ�D�EHWWHU�SRVLWLRQ�WR�VHOHFW�WKH�EHVW�VXEVWDQWLYH�VROXWLRQ�� 7KH� VPDOOHU� LV� WKH� H[WHQW� RI� SUHYLRXV� H[SHULHQFH�ZLWK� UHVWUXFWXULQJ�PRUH� QDUURZO\�GHILQHG�WKH�SURFHGXUH�VKRXOG�EH��$V�IDU�DV�VXEVWDQFH�LV�FRQFHUQHG��H[SHULHQFH�KDV�VKRZQ�WKDW�LW�LV� EHWWHU� WR� NHHS� WKH� DJUHHPHQW� YROXQWDU\� UDWKHU� WKDQ�PDQGDWHG�� WKRXJK� LW�PD\� JHQHUDOO\� EH�XVHIXO� WR� VXSSO\� WKH� SDUWLHV�ZLWK� D�PHQX� RI� EHVW� SUDFWLFH� DOWHUQDWLYHV��%RWK�7KDLODQG¶V� �����EDQNUXSWF\�ODZ�UHIRUPV�DQG�,QGRQHVLD¶V��FRPH�FORVH�WR�WKLV�SUHVFULSWLRQ�ZLWK�WKH�H[FHSWLRQ�WKDW�WKH\� GLGQ¶W� SURYLGH� WKH� DXWRPDWLF� GHEW�HTXLW\� VZDS� DW� WKH� EHJLQQLQJ�� � 6RPHWKLQJ� RI� DQH[FHSWLRQ� VKRXOG� EH�PDGH� IRU� D� FRXQWU\� OLNH�.RUHD�� � LQ�ZKLFK� WKH� JRYHUQPHQW� HQMR\V� JUHDW�FUHGLELOLW\�IRU�PDNLQJ�REMHFWLYH�DQG�HIILFLHQW�GHFLVLRQV�DERXW�ZKDW�WR�GR�ZLWK�WKH�EDQNUXSW�ILUP�DQG�RWKHU�PDWWHUV���%HFDXVH�FXUUHQW�EDQNUXSWF\�ODZ�DQG�SUDFWLFH�LQ�0(1$�FRXQWULHV�LV�IDU�IURP�RSWLPDO��WKHUH�PD\� ZHOO� EH� D� WHQGHQF\� WR� VXJJHVW� UDGLFDO� FKDQJH�� <HW�� WKH� ODUJHU� WKH� GHYLDWLRQ� RI� OHJDO�SUHVFULSWLRQ�IURP�FXUUHQW�SUDFWLFH�� WKH�JUHDWHU� LV� WKH�OLNHOLKRRG�WKDW� WKH�OHJDO�SUHVFULSWLRQ�ZLOO�QRW�EH�FRQYHUWHG�LQWR�DFWXDO�SUDFWLFH�XQOHVV�WKH�JRYHUQPHQW�EULQJV�VWURQJ�VDQFWLRQV�WR�EHDU�RQ�WKH� GLIIHUHQW� SDUWLHV� LQYROYHG�� 6LQFH� UHOLDQFH� RQ� JRYHUQPHQW� WR� XVH� VXFK� SRZHUV� LV� OLNHO\� WR�LQWURGXFH� QXPHURXV� DGGLWLRQDO� SUREOHPV�� WKHUH� LV� D� FDVH� WR� EH� PDGH� IRU� DYRLGLQJ� UDGLFDO�FKDQJH��LQVWHDG�FRGLI\LQJ�VRPH�RI�WKH�EHVW�RI�H[LVWLQJ�SUDFWLFH�LQ�WKH�FRXQWU\�8VLQJ� WKH�3HUXYLDQ�H[SHULHQFH��GH�6RWR��������VXJJHVWHG�WKDW�GLVSXWH�UHVROXWLRQ�DQG�ILUP�WUDQVDFWLRQ�FRVWV�FRXOG�ERWK�EH�UHGXFHG�WKURXJK�OHJDO�DQG�DGPLQLVWUDWLYH�UHIRUP��LQ�SDUWLFXODU��E\�UHPRYLQJ�RU�DW� OHDVW�UHGXFLQJ�XQQHFHVVDU\�UHJXODWLRQV�LPSRVHG�E\�ODZV�DQG�GHFUHHV��6XFK�DQ�DSSURDFK�PD\�EH�HVSHFLDOO\�GHVLUDEOH�LQ�WKRVH�FLUFXPVWDQFHV�ZKHUH�WKH�FRVW�EXUGHQ�RI�VXFK�UHJXODWLRQV� LV� KLJK� GXH� WR� WKH� SUROLIHUDWLRQ� RI� UHJXODWLRQV� DQG� ODZV� ,Q� VXFK� FDVHV�� HFRQRPLF�DFWLYLW\�PD\�EH�SXVKHG�XQGHUJURXQG�LQWR�WKH�LQIRUPDO�VHFWRU�RU�DOWRJHWKHU�HOLPLQDWHG��LQ�HLWKHU�FDVH�DW�JUHDW�FRVW�WR�WKH�VRFLHW\�7KH�OHVVRQ�RI�VXFK�DQ�H[SHULHQFH�LV�WKDW�HDFK�FRXQWU\�VKRXOG�FDUHIXOO\�DQG�SHULRGLFDOO\�JR�WKURXJK�LWV�H[LVWLQJ�UHJXODWLRQV�DQG�UHPRYH�DOO�WKRVH�WKDW�DUH�LUUHOHYDQW��FRQIOLFWLQJ�ZLWK�RWKHUV��DQG�LQHIILFLHQW�LQ�WHUPV�RI�EHQHILWV�DQG�FRVWV��5HJXODWLRQV�VKRXOG�EH�SUXQHG�GRZQ�WR�WKRVH�WKDW�PDWWHU� WR� WKH�ZHOIDUH� RI� VRFLHW\�� DQG� WKHQ� WKHVH� VKRXOG� EH�PDGH� DV� FOHDU� DQG� WUDQVSDUHQW� DV�SRVVLEOH��%\�HOLPLQDWLQJ�WKH�LQFRQVLVWHQW�DQG�LUUHOHYDQW�RU�UHGXQGDQW�UHJXODWLRQV��LW�FDQ�EHFRPH�FRQVLGHUDEO\�HDVLHU�IRU�WKRVH�UHJXODWHG�WR�LGHQWLI\�WKH�UHOHYDQW�UHJXODWLRQV��2WKHUZLVH��WKH\�DUH�OLNHO\�WR�EH�LJQRUDQW�RI�WKHP��7KHUH�DUH�JRRG�UHDVRQV�IRU�VRPH�UHJXODWLRQV���+RZHYHU��IRU�PDQ\�
��6LQFH� WKH�.RUHDQ�JRYHUQPHQW�HQMR\V�D�PXFK�EHWWHU� UHSXWDWLRQ� LQ� WKLV� UHVSHFW� WKDQ�,QGRQHVLD�� WKLV�PD\�H[SODLQ�ZK\�JLYLQJ�WKH�JRYHUQPHQW�PDQGDWRU\�SRZHUV�WR�DUULYH�DW�D�VXEVWDQWLYH�VROXWLRQ�PLJKW�ZHOO�EH�³EHVW�SUDFWLFH´�IRU�.RUHD�� ZKHUHDV� SURKLELWLQJ� JRYHUQPHQW� IURP� DVVXPLQJ� VXFK� SRZHUV� DQG� WKHUHE\� NHHSLQJ� WKH� SURJUDP� VWULFWO\�YROXQWDU\�PD\�EH�EHVW�SUDFWLFH�IRU�FRXQWULHV�OLNH�,QGRQHVLD��*LWOLQ�DQG�:DWNLQV��������
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RWKHUV� WKH� FRVWV� RXWZHLJK� WKH� EHQHILWV��ZKLFK� VXJJHVWV� WKH\� VKRXOG� EH� UHPRYHG� RU�PRGLILHG��)RU� H[DPSOH��*DODO� ��������%HFKUL� �������� DQG�/DKRXHO� ������� VXJJHVW� WKDW� UHJXODWLRQV� RYHU�SULFHV�DQG�ODERU�PDUNHWV�VKRXOG�EH�FDQGLGDWHV�IRU�UHPRYDO�RU�VXEVWDQWLDO�UHGXFWLRQ�VLQFH�WKH\�JUHDWO\�UHGXFH�WKH�DELOLW\�RI�ILUPV�WR�DGMXVW�WR�FKDQJLQJ�FLUFXPVWDQFHV�DQG�WR�UHPDLQ�YLDEOH�LQ�WKH� IDFH� RI� EDG� WLPHV�� 7KH\� PD\� DOVR� FRQWULEXWH� WR� WKH� KLJK� UDWHV� RI� XQHPSOR\PHQW� WKDW�FKDUDFWHUL]H�PDQ\�RI�WKHVH�FRXQWULHV��7KH� UHJXODWLRQV� WKDW�ZRXOG�EH� UHWDLQHG��PRUHRYHU�� VKRXOG�EH�SXUJHG�RI�DPELJXLWLHV� VLQFH�WKH\� LQFUHDVH� WKH� YXOQHUDELOLW\� RI� VXFK� UHJXODWLRQV� WR� DUELWUDU\� DQG� XQHTXDO� WUHDWPHQW� E\�DGPLQLVWUDWLYH�DXWKRULWLHV��6XFK�FLUFXPVWDQFHV�JLYH�ULVH� WR�FRUUXSWLRQ��2QH�H[DPSOH�RI�WKLV�LV�WD[�UHJXODWLRQ��ZKLFK��DV�QRWHG�DERYH�LQ�������ZDV�UHJDUGHG�E\�(J\SWLDQ�EXVLQHVVPHQ�DV�WKH�PRVW� LPSRUWDQW� FRQVWUDLQW� RQ� WKHLU� EXVLQHVV� DFWLYLWLHV�� 6LQFH� DQ\� WD[� DXWKRULW\�PD\� KDYH� DQ�LQFHQWLYH� WR� RYHUFKDUJH� DQG� PD\� EH� VXEMHFW� WR� SROLWLFDO� SUHVVXUHV�� ERWK� WKH� OLNHOLKRRG� RI�GLVSXWHV�DQG�FRUUXSWLRQ�DULVLQJ�IURP�DQ\�JLYHQ�UHJXODWLRQ�FDQ�EH�UHGXFHG�E\�PDNLQJ�WKH�UXOHV�DV�WUDQVSDUHQW�DV�SRVVLEOH��OLPLWLQJ�WKH�UHVSRQVLELOLW\�IRU�WKHLU�HQIRUFHPHQW�WR�D�VLQJOH�DJHQF\��DQG�DOORZLQJ�IRU�DSSHDO�WR�DQ�HDVLO\�DFFHVVLEOH�LQGHSHQGHQW�DSSHDO�DJHQF\����5HIRUPLQJ�WKH�)RUPDO�6\VWHP�WKURXJK�-XGLFLDO�5HIRUP$V� KDV� EHHQ� GHPRQVWUDWHG� E\� PDQ\� IDLOHG� DWWHPSWV� WR� LPSURYH� WKH� HFRQRP\� E\� VLPSO\�UHZULWLQJ�ODZV��OHJDO�UHIRUP�LV�XQOLNHO\�WR�EH�VXIILFLHQW�LQ�LWVHOI��*RRG�ODZV�DUH�ZRUWKOHVV�XQOHVV�WKH\� DUH� SURSHUO\� HQIRUFHG�� 3URSHU� HQIRUFHPHQW�� LQ� WXUQ�� UHTXLUHV� OHJDO� SURFHGXUHV� WKDW� DUH�FOHDU��HIILFLHQW��DQG�GHHPHG�IDLU�LQ�DOORZLQJ�HTXDO�DFFHVV�DQG�RXWFRPHV�WR�FLWL]HQV�DQG�ILUPV�RIGLIIHUHQW� W\SHV��DQG�TXDOLILHG�DQG�SURSHUO\�PRWLYDWHG�SHUVRQQHO� WR�FDUU\�RXW� WKHVH�SURFHGXUHV��+HQFH�� IRU� HDFK� RI� WKH� DERYH� W\SHV� RI� OHJDO� UHIRUPV�� SURFHGXUDO� UHIRUPV� RU� UHIRUPV� WR� WKH�MXGLFLDO�V\VWHP�PD\�DOVR�EH�UHTXLUHG��,Q�SDUWLFXODU��HYHQ� WKH�EHVW�RI SURSHUW\� ULJKWV� ODZ�ZLOO�QRW�UHDOO\�SURWHFW�SURSHUW\�ULJKWV� LI�WKH� SURFHGXUHV� IRU� WKHLU� HQIRUFHPHQW� DUH� WRR� DPELJXRXV�� WLPH� FRQVXPLQJ� DQG� XQFHUWDLQ� LQ�RXWFRPH�� ,QGHHG�� LQVXIILFLHQW� HQIRUFHPHQW� FDQ�EH� DQRWKHU� LPSRUWDQW� VRXUFH�RI�PDUNHW� IDLOXUH�DQG�ODFN�RI�GHYHORSPHQW��6LQFH�UHQWDO�PDUNHWV�DUH�DQ�LPSRUWDQW�PHDQV�IRU�WKH�ODQGOHVV�SRRU�RU�VPDOO�HQWHUSULVHV� WR�JDLQ�DFFHVV� WR� ODQG�DQG�HTXLSPHQW�� WKH� IDLOXUH� WR�HQIRUFH�UHQWDO�FRQWUDFWV�FDQ�KDUP�ERWK�HTXLW\�DQG�WKH�DOORFDWLYH�HIILFLHQF\�����,Q� FKRRVLQJ� WKH� EHVW� ZD\� RI� DFFRPSOLVKLQJ� MXGLFLDO� UHIRUP�� IRXU� LPSRUWDQW� REMHFWLYHV�VKRXOG� EH� FRQVLGHUHG�� 7KHVH� DUH�� ���� WR� OLPLW� WKH� DUELWUDU\� SRZHU� RI� WKH� OHJLVODWLYH� DQG�H[HFXWLYH�EUDQFKHV�RI�JRYHUQPHQW��WKHUHE\�PDNLQJ�JRYHUQPHQW�RSHUDWH�ZLWKLQ�WKH�UXOH�RI�ODZ������ WR� LQFUHDVH�WKH�VSHHG�DQG�HIILFLHQF\�RI� WKH�MXGLFLDO�V\VWHP������WR�LQFUHDVH�WKH�FRQVLVWHQF\�
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�RU�SUHGLFWDELOLW\��RI�MXGLFLDO�GHFLVLRQV��DQG�����WR�LPSURYH�DFFHVV�WR�WKH�V\VWHP���(DFK�RI�WKHVH�REMHFWLYHV�FDQ�EH�DSSURDFKHG�LQ�GLIIHUHQW�ZD\V��7KH� ILUVW� RI� WKHVH� REMHFWLYHV� ZRXOG� VHHP� RI� VSHFLDO� LPSRUWDQFH� LQ� WKH� VWDWH� VHFWRU�GRPLQDWHG� 0(1$� UHJLRQ� DQG� PD\� EH� WKH� PRVW� GLIILFXOW� WR� DFFRPSOLVK� VLQFH� LW� UHTXLUHV�HVWDEOLVKLQJ�MXGLFLDO�LQGHSHQGHQFH��2QO\�ZLWK�MXGLFLDO�LQGHSHQGHQFH�FDQ�SULYDWH�HQWUHSUHQHXUV�DQG� WKHLU� LQYHVWPHQWV� EH� SURWHFWHG� IURP� WKH� FKDQJLQJ� DQG� DUELWUDU\� ZKLPV� RI� SDUWLVDQ�SROLWLFLDQV�DQG�JRYHUQPHQW�FRPPLWPHQWV�WR�WKH�SULYDWH�VHFWRU�EH�GHHPHG�FUHGLEOH��� +RZ�FDQ�MXGLFLDO� LQGHSHQGHQFH�EH�DFKLHYHG"�2QH�VXFK�PHDQV� LV� WR�SODFH� WKH� MXGLFLDU\¶V�EXGJHW�RXW�RI�WKH�UHDFK�RI�RWKHU�EUDQFKHV�RI�JRYHUQPHQW��$QRWKHU�LV�WR�VKDUSO\�OLPLW�WKH�SRZHUV�RI�PHPEHUV�RI� WKH� OHJLVODWLYH� DQG� H[HFXWLYH� EUDQFKHV� RYHU� WKH� DSSRLQWPHQW�� HYDOXDWLRQ� DQG� SXQLVKPHQW�UHZDUG�V\VWHP�RI�PHPEHUV�RI� WKH� MXGLFLDU\��6WLOO�DQRWKHU�VWUDWHJ\�LV� WR� LQFUHDVH�WKH�HGXFDWLRQ�DQG� WUDLQLQJ�UHTXLUHPHQWV�RI�PHPEHUV�RI� WKH� MXGLFLDU\�DQG� WR�VWUHQJWKHQ� LWV� LQWHUQDO�HVSULW�GH�FRUSV�� +RZHYHU�� VLQFH� MXGLFLDO� LQGHSHQGHQFH� PD\� QRW� SURWHFW� FLWL]HQV� DQG� ILUPV� IURP� WKH�MXGLFLDU\�LWVHOI��WKHUH�VWLOO�PD\�EH�QHHG�IRU�H[WHUQDO�PRQLWRULQJ�RI�WKH�MXGLFLDU\��7KH�OHJLVODWLYH�RU� H[HFXWLYH� EUDQFKHV� RI� JRYHUQPHQW�� KRZHYHU�� VKRXOG� FHUWDLQO\� QRW� DFW� DV� WKH� H[FOXVLYH� RU�HYHQ�SULPDU\�PRQLWRULQJ�DJHQFLHV���7KH� FDVH� RI� (O� 6DOYDGRU� VLQFH� WKH� PLG�����V� FRQVWLWXWHV� DQ� H[FHOOHQW� H[DPSOH� RI� KRZ�MXGLFLDO� LQGHSHQGHQFH� FDQ� EH� DFFRPSOLVKHG�� 3ULRU� WR� WKDW� SHULRG�� EHIRUH� WKH� SHDFH� DFFRUGV�EURXJKW� WKH� FRXQWU\¶V� ORQJ� FLYLO� ZDU� WR� DQ� HQG�� (O� 6DOYDGRU¶V� MXGLFLDU\� ZDV� H[WUHPHO\�SROLWLFL]HG�� 7KXV�� WKH� 6XSUHPH� &RXUW� FKDQJHG� ZLWK� HDFK� FKDQJH� LQ� JRYHUQPHQW� DQG� HYHU\�PHPEHU� RI� WKH� MXGLFLDU\�ZDV� DSSRLQWHG� E\� SROLWLFDO� FULWHULD� UDWKHU� WKDQ� MXGLFLDO� FRPSHWHQFH��7KH�MXGLFLDU\�ZDV�DOPRVW�XQLYHUVDOO\�VHHQ�DV�FRUUXSW�DQG�XQIDLU��DQG�DV�FDUU\LQJ�RXW�WKH�ZLOO�RI�WKH�SROLWLFDO�HOLWHV��:KDW�ZDV�GRQH�WR�FKDQJH�WKLV"�)LUVW�� WKH� MXGLFLDU\¶V� EXGJHW� ZDV� WDNHQ� RXW� RI� WKH� JHQHUDO� EXGJHW� PDQDJHG� RQ� E\� WKH�H[HFXWLYH� DQG� OHJLVODWLYH� EUDQFKHV�� ,QVWHDG�� LWV� EXGJHW� ZDV� VHW� E\� ODZ� DW� �� SHUFHQW� RI� WRWDO�JRYHUQPHQW� UHFHLSWV��6HFRQG�� WKH�SRZHU�RI� WKH�QDWLRQDO�DVVHPEO\�DQG�H[HFXWLYH�RYHU� MXGLFLDO�DSSRLQWPHQWV� DQG�PRQLWRULQJ�ZDV� JUHDWO\� UHGXFHG� E\� LQWURGXFLQJ� D� QDWLRQDO� MXGLFLDO� FRXQFLO�GRPLQDWHG�E\�PHPEHUV�HOHFWHG�E\�ODZ�IDFXOWLHV�DQG�ODZ�DVVRFLDWLRQV��7KH�FRXQFLO��UDWKHU�WKDQ�WKH�JRYHUQPHQW��ZDV�JLYHQ�WKH�UHVSRQVLELOLW\�WR�LGHQWLI\�D�UDQNHG�OLVW�RI�FDQGLGDWHV�WR�VHQG�WR�WKH� DVVHPEO\� IRU� VHOHFWLRQ�� 7KLUG�� WKH� JRYHUQPHQW¶V� LQIOXHQFH� ZDV� IXUWKHU� ZHDNHQHG� E\�UHJXODUL]LQJ� WKH� WHUPV�RI� MXGJHV�DQG�WKDW�RI�DQ\�VLQJOH�SROLWLFDO�JURXS�RU�SDUW\�E\�UHTXLULQJ�D�WZR�WKLUGV� YRWH� RI� DVVHPEO\� PHPEHUV� IRU� VRPH� RI� WKH� MXGJHV� UDWKHU� WKDQ� RQO\� D� VLPSOH�
�� 6HH�1RUWK���������:LOOLDPVRQ���������/HY\�DQG�6SLOOHU���������7UHELOFRFN���������%UXQHWWL�DQG�:HGHU��������DQG�+HQLV]�DQG�=HOQHU��������
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PDMRULW\��)RXUWK�� WKH�FRXQFLO�EHFDPH� WKH�PRQLWRULQJ�DJHQF\� LQ�FKDUJH�RI� WUDLQLQJ��HYDOXDWLQJ�DQG� DSSO\LQJ� LQFHQWLYHV� WR�PHPEHUV� RI� WKH� MXGLFLDU\�� )LIWK�� WKURXJK�PDMRU� LPSURYHPHQWV� LQ�WUDLQLQJ� DQG� VXSHUYLVLRQ�� WKH� TXDOLW\� DQG� HVSULW� GH� FRUSV� RI� WKH� MXGLFLDU\� ZDV� LPSURYHG��$FFRUGLQJ� WKH� ,QWHU�$PHULFDQ� %DQN� �������� WKHUH� LV� DOUHDG\� FRQVLGHUDEOH� FRQVHQVXV� WKDW�MXGLFLDO� LQGHSHQGHQFH�PHDVXUHV� KDYH� JUHDWO\� LPSURYHG� ERWK� WKH� HIILFLHQF\� DQG� HTXLW\� RI� WKH�MXGLFLDO�V\VWHP���6LPLODUO\��WKH�VSHHG�DQG�HIILFLHQF\�REMHFWLYH�FDQ�EH�DFFRPSOLVKHG�LQ�VHYHUDO�ZD\V��VXFK�DV�E\� VWUHDPOLQLQJ� MXGLFLDO� SURFHGXUHV�� LPSURYLQJ� WKH� LQIRUPDWLRQ�VWRULQJ� DQG� UHWULHYDO�FDSDELOLWLHV�RI�WKH�MXGLFLDU\��SURYLGLQJ�WKH�MXGLFLDU\�ZLWK�PDQDJHPHQW�WUDLQLQJ��OHQJWKHQLQJ�WKH��RIWHQ�VKRUW��ZRUNZHHN�RI� WKH�MXGLFLDU\��VWULSSLQJ�MXGJHV�RI�WKHLU�QRQ�MXGLFLDO�IXQFWLRQV��VXFK�DV� DGPLQLVWUDWLRQ� DQG� ERRN�NHHSLQJ��� GLVFRXUDJLQJ� IULYRORXV� VXLWV� WKDW� FDQ� FORJ� XS� FRXUW�FDOHQGDUV� DQG� KHQFH� ³FURZG� RXW´� PRUH� VRFLDOO\� LPSRUWDQW� FDVHV��� VXEVWLWXWLQJ� VLPSOH��VXEVWDQWLYHO\�DQG�SURFHGXUDOO\�HIILFLHQW�³UXOHV´�WKDW�FDQ�EH�HDVLO\�PRQLWRUHG�IRU�YLRODWLRQV��IRU�PRUH�PXOWLGLPHQVLRQDO� ³VWDQGDUGV´� LQ� ODZV��� DQG� LQFUHDVLQJ� WKH� GHJUHH� RI� VSHFLDOL]DWLRQ� LQ�MXGLFLDO�UHVSRQVLELOLWLHV�����7KH�WKLUG�REMHFWLYH�RI�DFKLHYLQJ�FRQVLVWHQF\�LQ�GHFLVLRQV�FDQ�DOVR�EH�DFKLHYHG�LQ�D�QXPEHU�RI� ZD\V�� 2QH� VXFK� ZD\� LV� E\� FUHDWLQJ� VSHFLDOL]HG� FRXUWV�� L�H��� FRXUWV� IRU� VPDOO� FODLPV��EDQNUXSWF\�� IDPLO\� GLVSXWHV�� SURSHUW\� WKHIW�� FRPPHUFLDO� FRQWUDFW� YLRODWLRQV�� HWF�� $�FRPSOHPHQWDU\� PHDQV� LV� E\� WUDLQLQJ� MXGJHV� LQ� YHU\� VSHFLDOL]HG� ILHOGV�� DQG� E\� KDYLQJ� WKHP�UHYLHZHG�DQG�HYDOXDWHG�E\�SHHUV�LQ�WKH�VDPH�VSHFLDOL]DWLRQ��6WLOO�DQRWKHU�PHDQV�LV�WR�LQFUHDVH�XVH� RI� SUHFHGHQW�� HLWKHU� E\� XVH� RI� WKH� FRPPRQ� ODZ� �DV� LQ�$QJOR�6D[RQ� FRXQWULHV�� LQ�ZKLFK�SUHFHGHQW�SOD\V�D� ODUJH� UROH�� RU�FRGLILFDWLRQ�RI�H[LVWLQJ�FRPPHUFLDO�QRUPV�DQG�VRFLDO�QRUPV�HQFRXUDJLQJ� HIILFLHQW� IRUPV� RI� FRRSHUDWLRQ� �&RRWHU� ������� %\� LQFUHDVLQJ� FRQVLVWHQF\� LQ�GHFLVLRQV��XQFHUWDLQWLHV�DERXW�MXGLFLDO�RXWFRPHV�FDQ�EH�UHGXFHG�DQG��DORQJ�ZLWK�WKHP��WKH�FRVWV�RI�OLWLJDWLRQ��FRUUXSWLRQ�DQG�EDUULHUV�WR�FRQWUDFWXDO�UHODWLRQV��,Q�WKH�SURFHVV��UHVSHFW�IRU�WKH�ODZ�FDQ�DOVR�EH�LQFUHDVHG�
�� )RU�H[DPSOH��FDVHV�WKDW�ZHUH�WDNLQJ�������\HDUV�WR�UHVROYH�SULRU�WR�UHIRUP�ZHUH�WDNLQJ�DQ�DYHUDJH�RI�RQO\�IRXU�PRQWKV�DIWHU�WKH�UHIRUP��)RU�D�VRPHZKDW�OHVV�SRVLWLYH�HYDOXDWLRQ�RI�WKH�6DOYDGRUDQ�H[SHULHQFH�VHH�3RSNLQ����������� 7KLV�FRXOG�EH�DFFRPSOLVKHG�E\�D�UXOH�UHTXLULQJ�DOO�VXFK�GLVSXWHV�WR�EH�VXEPLWWHG�WR�ELQGLQJ�DUELWUDWLRQ���� $�UXOH�LV�VXEVWDQWLYHO\�HIILFLHQW�LI�LW�LQWHUQDOL]HV�DQ�H[WHUQDOLW\�DQG�SURFHGXUDOO\�HIILFLHQW�LI�LW�UHGXFHV�WKH�FRVW�RU�LQFUHDVHV�WKH�DFFXUDF\�RI�XVLQJ�WKH�OHJDO�V\VWHP��2QH�H[DPSOH�RI�D�UXOH�WKDW�VDWLVILHV�ERWK�FKDUDFWHULVWLFV�LV�RQH�WKDW� IRUELGV� WKH� XVH� RI�DQRWKHU�SHUVRQ¶V�SURSHUW\�ZLWKRXW� FRQVHQW��7KH�YDOLGLW\�RI� DQ\�FODLP�RI�YLRODWLRQ�RI�$¶V�SURSHUW\�E\�%�LV�VLPSOH�DQG�REMHFWLYH�DV�LW�ERLOV�GRZQ�WR�ZKHWKHU�RU�QRW�����WKH�SURSHUW\�EHORQJHG�WR�$������ZDV�XVHG�E\�%��DQG�����ZKHWKHU�%¶V�XVH�ZDV�ZLWKRXW�WKH�FRQVHQW�RI�$��$QRWKHU�H[DPSOH�LV�OLPLWLQJ�FODLPV�RI�SURSHUW\�ULJKWV�LQIULQJHPHQW�WR�WKRVH�PDGH�ZLWKLQ�D�FHUWDLQ�VSHFLILHG�WLPH��3RVQHU����������� 7KLV�LV�EHFDXVH�UHVHDUFK�KDV�VKRZQ�WKDW�WKH�WLPH�IRU�UHVROYLQJ�FDVHV�LV�VKRUWHQHG�E\�VSHFLDOL]DWLRQ��,Q�SDUWLFXODU��WKH�MXGJH�KDV�OHVV�QHHG�WR�GR�OHJDO�UHVHDUFK��%XVFDJOLD�DQG�'DNROLDV���������� 0DKRQH\��������VKRZV�WKDW�FRPPRQ�ODZ�FRXQWULHV�HQMR\HG�JURZWK�UDWHV�RI�SHU�FDSLWD�LQFRPH�WKDW�ZHUH�DERXW����SHU�DQQXP�DERYH�WKRVH�RI�FLYLO�ODZ�FRXQWULHV��3RVQHU��������SURYLGHV�H[DPSOHV�RI�XVHIXO�FRGLILFDWLRQ��
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7KH� ODVW� RI� WKH� IRXU� REMHFWLYHV�� WKDW� RI� LPSURYLQJ� DFFHVV� WR� WKH� IRUPDO� OHJDO� V\VWHP�� LV�SHUKDSV�WKH�PRVW�HVVHQWLDO��(YHQ�LI�D�FRXQWU\�KDV�WKH�EHVW�FRQVWLWXWLRQ��WKH�PRVW�XQDPELJXRXV�ODZV�� DQG� WKH�PRVW� HIIHFWLYH� V\VWHP�RI� VSHFLDOL]HG� FRXUWV�� WKH\� DOO�ZLOO� EH�RI� OLWWOH� XVH� LI� WKH�FRVWV� RI� XVLQJ� WKHP� DUH� SURKLELWLYHO\� KLJK�� )RU� WKH� MXGLFLDO� V\VWHP� WR EH� UHVSHFWHG� DV� ³IDLU´��DFFHVV�WR�LW�PXVW�QRW�EH�OLPLWHG�WR�WKH�SULYLOHJHG�LQVLGHUV��WKH�ULFK�RU�WKH�JRYHUQPHQW��+DYLQJ�FRXUWV�WKDW�VSHFLDOL]H�LQ�VPDOO�FODLPV�RU�LQ�LVVXHV�RI�VSHFLDO�UHOHYDQFH�WR�VPDOO�ILUPV�FDQ�KHOS�LQ�WKLV�UHJDUG��DV�FDQ�RWKHU�PHDVXUHV�WKDW�LQFUHDVH�WKH�HIILFLHQF\�DQG�VSHHG�RI�WKH�MXGLFLDO�V\VWHP��,I��DV�LQ�(J\SW��WKH�UHYHQXHV�IURP�FRPPHUFLDO�ODZ�FRXUWV�DUH�XVHG�WR�FURVV�VXEVLGL]H�FULPLQDO�FRXUWV�� DFFHVV� WR� FRPPHUFLDO� FDVHV� FDQ� EH� LPSURYHG� E\� VLPSO\� UHPRYLQJ� WKH� FURVV�VXEVLG\�FRPSRQHQW� RI� WKH� IHHV� �*LXJDOH� DQG�0REDUDN� ������� &RQVLGHUDWLRQ� VKRXOG� DOVR� EH� JLYHQ� WR�VXEVLGL]LQJ�VPDOO�ILUPV¶�DQG�WKH�SRRU¶V�DFFHVV�WR�WKH�IRUPDO�V\VWHP���:KLOH� WKH� FRVWV� RI� YDULRXV� PHDQV� RI� DFKLHYLQJ� WKHVH� UHIRUPV� PD\� EH� UHODWLYHO\� HDV\� WR�PHDVXUH�� WKH� EHQHILWV� DUH� OLNHO\� WR� SURYH� PRUH� GLIILFXOW� WR� HVWLPDWH�� 1RWDEO\�� KRZHYHU�� WKH�:RUOG�%DQN�KDV�EHHQ� WU\LQJ� WR�TXDQWLI\� MXGLFLDO�RXWSXWV�PRUH�HIIHFWLYHO\�� H�J���E\�PHDVXULQJ�WKH�TXDOLW\�RI� MXGLFLDO�RXWFRPHV��ZHLJKWLQJ� WKH�TXDQWLW\�RI� MXGLFLDO�GHFLVLRQV�E\� WKHLU�TXDOLW\��DQG�DGMXVWLQJ�IRU�WKH�FRPSOH[LW\�RI�WKH�FDVHV��� $QRWKHU�PHDQV�RI�LGHQWLI\LQJ�EHQHILWV�LV�WR�DVN�WKH� HQWUHSUHQHXUV� WKHPVHOYHV� KRZ� PXFK� WKHLU� WUDGH�� LQYHVWPHQW� RU� RWKHU� DFWLYLWLHV� ZRXOG�LQFUHDVH� LI� WKH� IRUPDO� MXGLFLDU\� ZHUH� LPSURYHG��� 6WLOO� DQRWKHU� LV� WR ���� FRQVWUXFW� D� SUR[\�PHDVXUH� RI� WKH� HIILFLHQF\� RI� WKH� MXGLFLDO� V\VWHP� DW� WKH� DJJUHJDWH� �FRXQWU\�� OHYHO�� DQG� ���� WR�UHODWH� WKH� YDULDWLRQ� LQ� VXFK� D� PHDVXUH� DFURVV� FRXQWULHV� WR� WKH� YDULDWLRQ� LQ� LQFRPH� OHYHOV� RU�DOWHUQDWLYHO\�WR�YDULDWLRQV�LQ�LQFRPH�JURZWK�UDWHV�DFURVV�FRXQWULHV��� )LQDOO\��DQRWKHU�DSSURDFK�LV� WR� HYDOXDWH� WUHQGV� LQ� WKH� UHVXOWLQJ� KHGRQLF� SULFLQJ� PHWKRG�� )RU� H[DPSOH�� LQ� %UD]LO�� LW� LV�HVWLPDWHG�WKDW��DIWHU�FRQWUROOLQJ�IRU�TXDOLW\�DQG�RWKHU�FKDUDFWHULVWLFV��DSDUWPHQW�UHQWDO�UDWHV�DUH�VRPH� ��� SHUFHQW� KLJKHU� LQ� WKRVH� FLWLHV� DQG� WRZQV� LQ�ZKLFK� WKH� FRXUWV� DUH� HVSHFLDOO\� VORZ� LQ�SURFHVVLQJ�HYLFWLRQV�UHODWLYH�WR�WKRVH�FLWLHV�DQG�WRZQV�ZKHUH�HYLFWLRQV�FDQ�EH�REWDLQHG�TXLFNO\�:KLOH�FRPSDUDEOH�EHQHILW�FRVW�FDOFXODWLRQV�WKDW�JDXJH�WKHVH�YDULRXV�PHFKDQLVPV¶�DELOLW\�WR�LPSURYH� WKH� HIIHFWLYHQHVV�RI� WKH� IRUPDO� MXGLFLDO� V\VWHP�DUH� VHOGRP�DYDLODEOH�� VHYHUDO�JHQHUDO�
�� 6HH� IRU� H[DPSOH�� %XVFDJOLD�� 'DNROLDV� DQG� 5DWOLII� ������� DQG� 'DNROLDV� �������� 6XFK� FDOFXODWLRQV� DUH� EHLQJ�FDUULHG� RXW� IRU� D� VPDOO� QXPEHU� RI� FRXQWULHV� RYHU� WLPH�� WKHUHE\� LGHQWLI\LQJ� WKH� QHHG� IRU� MXGLFLDO� UHIRUP� DQG�DVVHVVLQJ�WKH�LPSDFWV�RI�YDULRXV�UHIRUP�PHDVXUHV�LQ�VXFK�FRXQWULHV��8QIRUWXQDWHO\��DW�SUHVHQW�WKHUH�LV�QR�0(1$�FRXQWU\�LQ�WKH�VDPSOH������� 2QH�H[DPSOH�RI�WKLV�DSSURDFK�LV�D�VXUYH\�RI�%UD]LOLDQ�HQWUHSUHQHXUV�UHSRUWHG�E\�&DVWHODU�3LQKHLUR���������2Q�DYHUDJH��VXUYH\HG�HQWUHSUHQHXUV�VDLG�WKDW�WKHLU�LQYHVWPHQWV�ZRXOG�EH����SHUFHQW�KLJKHU�LI�WKH�SHUIRUPDQFH�RI�WKH�%UD]LOLDQ�MXGLFLDU\�ZHUH�UDLVHG�WR�WKDW�RI�PRUH�GHYHORSHG�FRXQWULHV��� )RU�VRPH�H[DPSOHV�RI�WKLV�DSSURDFK�VHH�.QDFN�DQG�.HHIHU���������0DXUR��������DQG�%DUUR���������6KHUZRRG�HW�DO��������HVWLPDWH�WKDW�HFRQRPLF�UHIRUPV�PD\�KDYH����SHUFHQW�JUHDWHU�HIIHFW�RQ�JURZWK�ZKHQ�WKH�FRXQWU\�KDV�D�UHODWLYHO\�VWURQJ�MXGLFLDO�V\VWHP��
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FRQFOXVLRQV� FDQ� EH� GUDZQ�� )LUVW�� WKURZLQJ� PRUH� PRQH\� DW� WKH� MXGLFLDU\� LV� QRW� LQ� LWVHOI� D�VROXWLRQ��� 6HFRQG��DV�WKH�FRPSOH[LW\�RI�WKH�LVVXHV�LQYROYHG�LQFUHDVHV��VR�GR�WKH�MXGLFLDO�FRVWV��WKHUHE\�GHFUHDVLQJ�PRVW�FRQYHQWLRQDO�PHDVXUHV�RI�HIILFLHQF\��6RPH�IDFWRUV�O\LQJ�EHKLQG�VXFK�FRPSOH[LW\� DUH� GLIILFXOW� WR� WUHDW�� VXFK� DV� WKH� QXPEHU� RI� SDUWLHV� WR� WKH� FRQWUDFWV�� WKHLU�KHWHURJHQHLW\��DQG�WHFKQRORJLFDO�LVVXHV� 2WKHU�VRXUFHV�RI�FRPSOH[LW\��KRZHYHU��DUH�DYRLGDEOH��H�J��� E\� UHGXFLQJ� WKH� DPELJXLWLHV� DQG�RU� LQFRQVLVWHQFLHV� LQ� H[LVWLQJ� ODZV� RU� UHGXFLQJ� WKH�QXPEHU�RI�UHVROXWLRQ�GHOD\LQJ�OHJDO�PDQHXYHUV�WKDW�DUH�SRVVLEOH�ZKHQ�WKH�ODZ\HUV�DUH�SDLG�E\�WKH� FRXUW� DQG� FRPSHQVDWHG� E\� WLPH� VSHQW� RQ� WKH� FDVH�� 6LQFH� SRYHUW\� RI� WKH� SODLQWLII� RIWHQ�FRQWULEXWHV� WR� GHOD\V� E\� JLYLQJ� GHIHQGDQWV� DQ� LQFHQWLYH� WR� GHOD\�� D� FDVH� FDQ� EH� PDGH� IRU�SURYLGLQJ�OHJDO�DVVLVWDQFH�WR�SRRU�SODLQWLIIV������:KLOH� WKHVH�FRQFOXVLRQV�PD\�EH�H[FHVVLYHO\�JHQHUDO�� WKH�SRWHQWLDO� IRU�VXEVWDQWLDO�FRVW�VDYLQJV�WKURXJK�MXGLFLDO�UHIRUP�FDQ�EH�GHWHFWHG�E\�D�MXGLFLDO�VXUYH\���'HYHORSLQJ�DQG�(QFRXUDJLQJ�WKH�8VH�RI�$OWHUQDWLYH�0HDQV�RI�'LVSXWH�5HVROXWLRQ��$'5V�7KH� ODVW� DOWHUQDWLYH� PHDQV� RI� ORZHULQJ� WKH� FRVWV� RI� GLVSXWH� UHVROXWLRQ� LV� WKURXJK� WKH�VWUHQJWKHQLQJ�RI�VR�FDOOHG�³DOWHUQDWLYH�GLVSXWH�UHVROXWLRQ´�PHDVXUHV��$'5V���$'5V�DUH�RI�WZR�JHQHUDO�W\SHV��WUDGLWLRQDO�DQG�PRGHUQ��7KH�IRUPHU�LV�RIWHQ�FKDUDFWHUL]HG�E\�GLVSXWH�DYRLGDQFH��EHIRUH� WKH� IDFW�� DV� RSSRVHG� WR� GLVSXWH� UHVROXWLRQ� �DIWHU� WKH� IDFW��� 8QGHU� WKH� ULJKW�FLUFXPVWDQFHV�� KRZHYHU�� ERWK� PD\� EH� ORZHU� LQ� FRVW� WKDQ� PRUH� IRUPDO� PHDQV� RI� GLVSXWH�UHVROXWLRQ��DQG�IRU�WKLV�UHDVRQ��VKRXOG�EH�HQFRXUDJHG�7UDGLWLRQDO�,QIRUPDO�0HFKDQLVPV�DQG�7KHLU�$GYDQWDJHV7KHUH�DUH�WZR�VSHFLDO�IHDWXUHV�RI�WUDGLWLRQDO�$'5V�WKDW�WHQG�WR�UHGXFH�FRVWV��QDPHO\��WKHLU�JUHDWHU�UHOLDQFH�RQ������UHSXWDWLRQ��E\�VHOHFWLQJ�SDUWLHV�WR�FRQWUDFWV�ZKR�DUH�PRUH�UHOLDEOH�DQG�OHVV� SURQH� WR�ZLQG� XS�ZLWK� GLVSXWHV�� DQG� ����PHGLDWLRQ� DQG� DUELWUDWLRQ� SURFHGXUHV� WKDW�PD\�OLPLW�WKH�VFRSH�RI�FRQIOLFWV�DQG�UHVROYH�WKHP�PRUH�TXLFNO\�DQG�DPLFDEO\��7KH�DGYDQWDJHV�RI� WUDGLWLRQDO�$'5V�DUH� OLNHO\� WR�EH�HVSHFLDOO\�VWURQJ�LQ�UHODWLYHO\�VLPSOH�VRFLHWLHV�� ZHOO�HQGRZHG� ZLWK� WUXVW�� ³VRFLDO� FDSLWDO´� DQG� RWKHU� VRFLDO� QRUPV� WKDW� HQFRXUDJH�SHRSOH�DQG�ILUPV�WR�IXOILOO�WKHLU�FRQWUDFWXDO�DQG�RWKHU�REOLJDWLRQV��,Q�VXFK�FRQWH[WV��HDFK�KDV�DQ�LQFHQWLYH�WR�HVWDEOLVK�D�JRRG�UHSXWDWLRQ�IRU�EHLQJ�D�UHOLDEOH�FRQWUDFWXDO�SDUWQHU�RU�PHPEHU�RI�D�
�� )RU�H[DPSOH��%XVFDJOLD�DQG�'DNROLDV��������VKRZHG�WKDW��DW�OHDVW�DPRQJ�/DWLQ�$PHULFDQ�FRXQWULHV��WKHUH�LV�QR�FRUUHODWLRQ�EHWZHHQ�MXGLFLDO�FRPSHQVDWLRQ�RU�MXGLFLDU\�EXGJHWV�DQG�MXGLFLDO�SHUIRUPDQFH��� 2QH�VXFK�H[DPSOH�LV�WKH�VXUYH\�RI�7KDLODQG¶V�EDQNUXSWF\�SURFHGXUH�VXPPDUL]HG�E\�)ROH\���������(DFK�VWHS�LQ�WKDW�SURFHVV�WHQGHG�WR�EH�WKH�UHVSRQVLELOLW\�RI�D�GLIIHUHQW�MXGJH�DQG�DQ\�VLQJOH�VWHS�QRW�FRPSOHWHG�RQ�DQ�DVVLJQHG�GD\�PLJKW�ZHOO� EH� LQWHUUXSWHG� IRU�ZHHNV� RU� HYHQ�PRQWKV� EHFDXVH� RI� WKH� QHHG� WR� UHVFKHGXOH� DQG� WKHQ� VHQW� WR� D�GLIIHUHQW�MXGJH��,Q�WKH�DEVHQFH�RI�D�VSHFLDOL]HG�EDQNUXSWF\�FRXUW��PRUHRYHU��HDFK�QHZ�MXGJH�DVVLJQHG�WR�WKH�FDVH�KDG�WR�UHFHLYH�VSHFLDOL]HG�WUDLQLQJ��8QGHU�VXFK�FLUFXPVWDQFHV��LW�LV�HDV\�WR�VXJJHVW�WKDW�MXGLFLDO�UHIRUPV�FRXOG�EH�XVHIXO��
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PXWXDO� LQVXUDQFH� VRFLHW\�� ,QIRUPDO� QHWZRUNV� FDQ� DOVR EH� XVHG� WR� VXSSRUW� PXOWL�SDUW\� RU�FROOHFWLYH�HQIRUFHPHQW�PHFKDQLVPV��)RU�H[DPSOH��WKH�SHQDOW\�WKDW�PD\�EH�H[HUWHG�RQ�D�WUDGHU�ZKR� GHIDXOWV� RQ� SD\PHQW� WR� D� SURGXFHU�ZLWKRXW� JRLQJ� WR� FRXUW�PD\� EH� FRQVLGHUDEO\� JUHDWHU�ZKHQ�PDQ\� SURGXFHUV� ER\FRWW� WKDW� WUDGHU� WKDQ� ZKHQ� RQO\� WKH� RULJLQDO� SURGXFHU� GRHV� �*UHLI��������$QRWKHU� FKDUDFWHULVWLF� RI� VXFK� VRFLHWLHV� LV� WKH�H[LVWHQFH�RI� VRFLDO�QRUPV�XQGHUSLQQLQJ�WKH�GHVLUH�IRU�UHSXWDWLRQ��FRRSHUDWLRQ�DQG�FROOHFWLYH�HQIRUFHPHQW��6RPHWLPHV�WKHVH�QRUPV�FDQ�EH�VR�ZHOO�HPEHGGHG�LQ�WKH�VRFLHW\�DV�WR�EH�LQWHUQDOL]HG��,Q�WKLV�FDVH��EHFDXVH�DOO�SDUWLHV�PD\�IHHO� VXIILFLHQWO\� EDGO\� LI� WKH\� ZHUH� WR� YLRODWH� WKLV� QRUP�� WKH\� ZRXOG� VLPSO\� QHYHU� GR� VR��1DWXUDOO\�� WKLV� FDQ� JUHDWO\� UHGXFH� WKH� QHHG� IRU� OHJDO� SHQDOWLHV� DQG� KHQFH� DOVR� WKH� QHHG� IRU� D�IRUPDO�MXGLFLDO�V\VWHP��*UDQRYHWWHU��������7KH�PDLQWHQDQFH� RI� LQIRUPDO� V\VWHPV�� KRZHYHU�� LV� QRW� QHFHVVDULO\� FRVW�OHVV�� � ,QGHHG�� WKH�JLIW�H[FKDQJHV��WKH�FRVWV�RI�KRVSLWDOLW\��WKH�SURYLVLRQ�RI�KHOS�ZKHQ�QHHGHG�LQ�VXFK�D�VHWWLQJ�DQG�WKH�PDLQWHQDQFH� RI� LQIRUPDWLRQDO� QHWZRUNV� LQ� WKH� IDFH� RI�PRGHUQL]LQJ� LQIOXHQFHV� FDQ� DOO� EH�TXLWH� FRVWO\�� 0RUHRYHU�� WKH� XVHIXOQHVV� RI� WKHVH� PHFKDQLVPV� IRU� GHDOLQJ� ZLWK� FRQWUDFWXDO�UHODWLRQV� DQG� GLVSXWH� DYRLGDQFH� PD\� EH� VXEMHFW� WR� UDSLGO\� GLPLQLVKLQJ� UHWXUQV� DV� GLVWDQFH�LQFUHDVHV��)XUWKHUPRUH��ZKLOH�WKHVH�QRUPV�DQG�FROOHFWLYH�HQIRUFHPHQW�PHFKDQLVPV�PD\�UHGXFH�WUDQVDFWLRQ� FRVWV� DQG� LQFUHDVH� H[FKDQJHV� DPRQJ�PHPEHUV� ZLWKLQ� JURXSV�� WKH\� PD\� DFWXDOO\�GLVFRXUDJH�LQWHUDFWLRQV�EHWZHHQ�VHSDUDWH�JURXSV��$�GHYLFH� VXLWDEOH� IRU� UHGXFLQJ� WKH� OLNHOLKRRG�RI�GLVSXWHV� LQ�PRUH�PRGHUQ� VRFLHWLHV� LV� WKH�FUHGLW� EXUHDX�� 7KH� FUHGLW� EXUHDX� DLPV� WR� PLPLF� WKH� UROH� RI� WKH� YLOODJH� QHWZRUN�� ,W� FROOHFWV�LQIRUPDWLRQ� RQ� WKH� UHOLDELOLW\� DQG� UHSXWDWLRQ� �H�J��� FUHGLW�ZRUWKLQHVV�� RI� SRWHQWLDO� FRQWUDFWXDO�SDUWQHUV� DQG WKHQ� PDNHV� WKLV� LQIRUPDWLRQ� DYDLODEOH� WR� WKRVH� SDUWLHV� ORRNLQJ� IRU� FRQWUDFWXDO�SDUWQHUV��.OHLQ��������$�SUREOHP��KRZHYHU��LV�WKDW�WKH�FUHDWLRQ�RI�WKH�FUHGLW�EXUHDX�LV�VXEMHFW�WR�IUHH�ULGLQJ���0RGHUQ�)RUPV�RI�$'5,Q�XUEDQ�DUHDV�RI�PRGHUQ�VRFLHWLHV�ZKHUH�VXFK�LQVWLWXWLRQV�DUH�RIWHQ�QR�ORQJHU�IXQFWLRQDO��WKHUH� PD\� H[LVW� SURIHVVLRQDO� PHGLDWRUV� DQG� DUELWUDWRUV�� 6RPH� VHUYLFHV� RI� WKHVH� NLQGV� DUH�SURYLGHG� E\� JRYHUQPHQWV�� RIWHQ� ORFDO� JRYHUQPHQW�� RWKHUV� E\� 1*2V�� LQFOXGLQJ� SURIHVVLRQDO�DVVRFLDWLRQV� DQG� LQWHUQDWLRQDO DUELWUDWLRQ� FHQWHUV�� DQG� RWKHUV� E\� SULYDWH� LQGLYLGXDOV� RU� ILUPV��7KHVH�$'5V�WDNH�DQ�HYHU�LQFUHDVLQJ�QXPEHU�RI�IRUPV��VXFK�DV�GLVSXWH�UHYLHZ�ERDUGV��FRQWUDFW�DGPLQLVWUDWRUV�� SDUWQHULQJ�� GLVSXWH� UHVROXWLRQ� DGYLVRUV�� QHJRWLDWLRQ�� PHGLDWLRQ�� H[SHUW�GHWHUPLQDWLRQ��DQG�D�ODUJH�YDULHW\�RI�DUELWUDWLRQ�PHWKRGV�
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'HVSLWH�WKDW�LQ�PRGHUQ�VHWWLQJV�WKHVH�PHWKRGV�PD\�QRW�KDYH�WKH�LQIRUPDWLRQDO�DQG�VWDELOLW\�RI� QRUP�DGYDQWDJHV�RI�WUDGLWLRQDO�VHWWLQJV��YLUWXDOO\�DOO�WKHVH�IRUPV�RI�$'5�DUH�VWLOO�OLNHO\�WR�KDYH�VHYHUDO�LPSRUWDQW�DGYDQWDJHV�RYHU�WKH�PRUH�IRUPDO�PHWKRGV��:LWK�IHZHU�DJHQWV�LQYROYHG�DQG�ZLWK�VLPSOHU�SURFHGXUHV�WKDQ�IRUPDO�FRXUWV��WKH\�DUH�YHU\�OLNHO\�WR�EH�IDVWHU��7KXV��%HLQJ�IDVWHU�DQG�KDYLQJ�OHVV�FRPSOLFDWHG�SURFHGXUHV��WKH�LQIRUPDO�PHFKDQLVPV�RI�GLVSXWH�UHVROXWLRQ�DUH�DOVR�OLNHO\�WR�EH�FRQVLGHUDEO\�FKHDSHU��6LQFH�WKH�FKRLFH�RI�PHGLDWRU�RU�DUELWUDWRU�LV�WKDW�RI�WKH� SDUWLHV� WKHPVHOYHV�� WKH\� FDQ� FKRRVH� H[SHUWV�ZLWK� FRQVLGHUDEOH� WUDLQLQJ� DQG� H[SHULHQFH� LQ�WKH�VXEMHFW�PDWWHU�RI� WKH�GLVSXWH��WKHUHE\�DYRLGLQJ�WKH�WLPH UHTXLUHG�WR�HGXFDWH�WKH�MXGJH�DQG�SRVVLEO\�D�MXU\�RQ�WKH�UHOHYDQW�OHJDO�LVVXHV��$V�SULYDWH�SURFHVVHV��PHGLDWLRQ�DQG�DUELWUDWLRQ�FDQ�SURYLGH�JUHDWHU�SULYDF\�FRQFHUQLQJ�WKH�QDWXUH�RI�WKH�FRQIOLFW�WKDQ�JRLQJ�WKURXJK�SXEOLF�FRXUWV��ZKLFK�ZRUN�EHVW�ZKHQ�WKH\�DUH�RSHQ���6LQFH�WKHVH�IRUPV�RI�$'5�DUH�PRUH�FRPSOHWHO\�XQGHU�WKH�FRQWURO�RI�WKH�GLVSXWLQJ�SDUWLHV��WKHVH�SDUWLHV�DUH�OHVV�OLNHO\�WR�FRPSODLQ�WKDW�WKH�SURFHVV�LV�RXW�RI�FRQWURO�DQG�RQ�D�SDWK�GHWHUPLQHG�ODUJHO\�E\�ODZ\HUV�DQG�IRUPDO�FRXUW�SURFHGXUHV��$V�DQ�HVVHQWLDOO\� SULYDWH� SURFHVV� �LQ� FRQWUDVW� WR� D� MXGLFLDO� V\VWHP��� WKH� SULYDWH� DQG� VRFLDO� FRVWV� DUH�OLNHO\�WR�EH�PXFK�FORVHU��LI�QRW�LGHQWLFDO��WKDQ�LQ�WKH�FDVH�RI�OLWLJDWLRQ��ZKHUH�WKH�VRFLDO�FRVWV�JHQHUDOO\� H[FHHG� WKH� SULYDWH� FRVWV� DQG� WKHUHE\� VXJJHVW� WKDW� OLWLJDWLRQ� LQ� WKH� IRUPDO� V\VWHP� LV�OLNHO\�WR�EH�H[FHVVLYH���:KHQ�RQH�RI�WKH�SDUWLHV�WR�WKH�GLVSXWH�LV�IRUHLJQ��DQRWKHU�DGYDQWDJH��IRU�WKDW�SDUW\�DW�OHDVW��LV�REWDLQHG�ZKHQ�WKH�SURFHGXUH�LV�WDNHQ�RXW�RI�WKH�FRXUWV�RI�WKH�RWKHU�SDUW\¶V�FRXQWU\�LQ�ZKLFK�WKH�GRPHVWLF�SDUW\�PD\�EH�VHHQ�WR�KDYH�DQ�³XQIDLU´�DGYDQWDJH��/DVW�EXW�QRW�OHDVW��EHFDXVH�WKH\�DUH�IDU�OHVV�FRQIURQWDWLRQDO�WKDQ�WKH�VXLWV�DQG�FRXQWHU�VXLWV�RI�IRUPDO�OHJDO�V\VWHPV��VXFK�$'5V�LQFUHDVH�WKH�OLNHOLKRRG�WKDW�SURILWDEOH�FRQWUDFWXDO�RU�RWKHU�UHODWLRQVKLSV�EHWZHHQ�WKH�GLVSXWLQJ�SDUWLHV�FDQ�EH�UHLQVWDWHG�RQFH�WKH�GLVSXWH�LV�UHVROYHG�2I�FRXUVH��WKHUH�DUH�DOVR�GLVDGYDQWDJHV�RI�WKHVH�PRUH�LQIRUPDO�OHJDO�PHFKDQLVPV�UHODWLYH�WR�IRUPDO�RQHV��,Q�SDUWLFXODU��VLQFH�$'5V�DUH�GRQH�ZLWK�WKH�FRQVHQW�RI�WKH�SDUWLHV�LQYROYHG��WKHUH�FDQ� EH� GHOD\V� LQ� JHWWLQJ� RQH� RI� WKH� SDUWLHV� WR� DJUHH� WR� FRPPHQFH� WKH� SURFHVV�� )RU� WKH� VDPH�UHDVRQ�� HDFK� FRQIOLFW� UHVROXWLRQ� LV� H[WUHPHO\� FDVH� DQG� SDUW\�VSHFLILF�� PDNLQJ� FRQVLVWHQF\�DPRQJ�VLPLODU�NLQGV�RI�FDVHV� OHVV� OLNHO\��$QRWKHU�GLVDGYDQWDJH��HVSHFLDOO\� LQ�FDVHV�ZKHUH�WKH�FRXUWV� DUH� QRW� LQYROYHG�� LV� WKDW� WKH�GHFLVLRQV�PD\�EH�QRQ�ELQGLQJ�� HVSHFLDOO\�ZKHQ� WKH�$'5�WDNHV� SODFH� RXWVLGH� WKH� FRXQWU\�� +HQFH�� HYHQWXDOO\�� LI� RQH� RI� WKH� SDUWLHV� GHIDXOWV� RQ� WKH�DJUHHPHQW�RU�GHFLVLRQ��WKH�RWKHU�PD\�KDYH�WR�UHVRUW�WR�IRUPDO�OHJDO�DFWLRQ�HYHQ�DIWHU�KDYLQJ�KDG�D�GHFLVLRQ�UHDFKHG�E\�WKH�$'5��,I�VR��DQ\�FRVW�DGYDQWDJH�RI�KDYLQJ�XVHG�WKH�$'5V�UDWKHU�WKDQ�
�� 6HH�6KDYHOO��������DQG�.DSORZ��������



(&(6�:3���-�1XJHQW��6HSW������

��

WKH�IRUPDO�V\VWHP�PD\�GLVDSSHDU��7KH�FRPSDUDWLYH�DGYDQWDJH�DQG�FRVW�VDYLQJV�RI�$'5V�DOVR�WHQG�WR�GHFOLQH�VKDUSO\�DV�WKH�QXPEHU�RI�SDUWLHV�LQYROYHG�LQFUHDVHV��� 6LQFH�VXFK�SURFHGXUHV�DUH�PXFK�PRUH� FRPPRQ� LQ�GHYHORSHG� FRXQWULHV�� VNLOOHG�SHUVRQQHO� WR� FDUU\�RXW�$'5V�PD\�EH� LQ�VKRUW�VXSSO\�LQ�VRPH�GHYHORSLQJ�FRXQWULHV��)LQDOO\��VRPH�IRUPV�RI�$'5V�PD\�EH�RI�OLWWOH�XVH�LQ�FDVHV�LQYROYLQJ�JRYHUQPHQW��7KHVH�GLVDGYDQWDJHV��KRZHYHU��FDQ�EH�RYHUFRPH�LQ�YDULRXV�ZD\V��)RU�H[DPSOH��WKHLU�QRQ�ELQGLQJ� FKDUDFWHU� FDQ�EH�RYHUFRPH�E\� IRUPDO� ODZV�GHFUHHLQJ� WKHP� WR�EH� OHJDOO\�ELQGLQJ�DQG�HQIRUFHDEOH� LQ�FRXUW��(QIRUFHDELOLW\�FDQ�DOVR EH�HQKDQFHG�ZKHQ�WKH�MXGJH�KLPVHOI�VHUYHV�DV�D�PHGLDWRU� RU�PDNHV� D� GHFLVLRQ� WKDW� WKH� FDVH�PXVW� EH� WDNHQ� WR� DQRWKHU�PHGLDWRU� RU� DUELWUDWLRQ�FRXUW��6XFK�SURFHGXUHV�DUH�DOORZHG�IRU�XQGHU�WKH�FLYLO�FRGHV�RI�PDQ\�FRXQWULHV��� 3RWHQWLDO�ODFN�RI�FRQVLVWHQF\�FDQ�EH�RYHUFRPH�E\�HVWDEOLVKLQJ�D�FRPPRQ�IUDPHZRUN�IRU�WKH�SDUWLFXODU�IRUP�RI�$'5�LQ�D�FHUWDLQ�LQGXVWU\�RU�FRXQWU\�DQG�HQFRXUDJLQJ�WKH�ORFDO�GHYHORSPHQW�RI�D�FRUSV�RI�SURIHVVLRQDOV� ZLWK� VLPLODU� WUDLQLQJ� DQG� H[SHULHQFH�� 7KH� ODFN� RI� HQIRUFHPHQW� RI� DQ� $'5�FRQGXFWHG�RXWVLGH� WKH� FRXQWU\� FDQ�EH�RYHUFRPH� LI� WKH�KRVW� FRXQWU\� VLJQV� WKH�8QLWHG�1DWLRQV�&RQYHQWLRQ� RQ� WKH� 5HFRJQLWLRQ� DQG� (QIRUFHPHQW� RI� )RUHLJQ�$UELWDO�$ZDUGV� RI� ����� �PRUH�SRSXODUO\� NQRZQ� DV� WKH� ³1HZ� <RUN� &RQYHQWLRQ´��� 7KLV� FRQYHQWLRQ� DXWRPDWLFDOO\� PDNHV�IRUHLJQ�DUELWUDO�DZDUGV� ORFDOO\�HQIRUFHDEOH��� ,I�D�FRXQWU\¶V�VHQVH�RI�VRYHUHLJQW\�LV� WKUHDWHQHG�E\�XVLQJ� DUELWUDWLRQ� FHQWHUV�RXWVLGH� WKH� FRXQWU\�� WKH�³IRUHLJQQHVV´�RI� LQWHUQDWLRQDO�DUELWUDWLRQ�SURFHHGLQJV� FDQ�EH� UHGXFHG� LI� WKH� FRXQWU\�KDV� D� VXIILFLHQWO\� VDWLVIDFWRU\� OHJDO� IUDPHZRUN� IRU�DUELWUDWLRQ�DQG�WKH�TXDOLW\�DQG�TXDQWLW\�RI� LQIUDVWUXFWXUH� WR�HQFRXUDJH�WKH�HVWDEOLVKPHQW�RI�DQ�,QWHUQDWLRQDO�$UELWUDWLRQ�&HQWHU�LQ�WKH�FRXQWU\���)RU�HDFK�VXFK�PHDQV�RI�³FRPSHQVDWLQJ�IRU´� WKH�ZHDNQHVVHV�RI�$'5V��KRZHYHU�� WKHUH�DUH�DOVR�GLVDGYDQWDJHV��+HQFH��WUDGH�RIIV�KDYH�WR�EH�HYDOXDWHG��)RU�H[DPSOH��ZKHQHYHU�WKH�IRUPDO�V\VWHP�LV�WR�HQIRUFH�RU�RWKHUZLVH�JHW�LQYROYHG�ZLWK�DQ�$'5��LW�LV�OLNHO\�WR�LPSRVH�VRPH�PRUH�IRUPDO�SURFHGXUHV�RQ�WKHP��VXFK�DV�WKDW�DQ\�DJUHHPHQWV�UHDFKHG�DUH�SXW�LQ�ZULWLQJ�DQG�WKDW�WKH�DJUHHPHQW�EH�SUHFHGHG�E\�DQRWKHU�DJUHHPHQW�WR�DUELWUDWH��RU�PHGLDWH���)RUPDO�FRXUWV�PD\�DOVR�OLPLW�WKH�W\SHV�RI�GLVSXWHV�ZKLFK�FDQ�EH�VHWWOHG�WKURXJK�$'5V��VHW�JXLGHOLQHV�IRU�WKH�HOLJLELOLW\�RI�SHUVRQV� WR� VHUYH�DV�DUELWUDWRUV�RU PHGLDWRUV�� DQG�DOORZ�DSSHDOV�RI�$'5�DJUHHPHQWV� WR� WKH�
�� 7KLV� SUREOHP� FRXOG� EH�PDGH� OHVV� VHYHUH� LI� SURYLVLRQV�ZHUH�PDGH� IRU� D�PHDQV� RI� FRQVROLGDWLQJ� WKH� GLIIHUHQW�SURFHHGLQJV�DPRQJ�GLIIHUHQW�VXEVHWV�RI�WKH�SDUWLHV�LQYROYHG���� %HFDXVH�PRVW� SDUWLHV� WR�$'5V� DELGH�E\� WKHLU� DJUHHPHQWV�� HQIRUFHPHQW� E\� WKH� IRUPDO� V\VWHP�KDV� UDUHO\�EHHQ�WHVWHG�� OHDYLQJ�GRXEWV�DV� WR�ZKHWKHU�WKH\�ZRXOG�EH�LI�VXFK�HQIRUFHPHQW�ZDV�IRUPDOO\�UHTXHVWHG��+RUQLFN���������IRU�H[DPSOH�� FLWHV� WKDW� D� UHTXHVW� IRU� VXFK�HQIRUFHPHQW�KDG�EHHQ�PDGH� LQ�(DVW� -DYD�� ,QGRQHVLD�EXW�KDG�QRW�EHHQ�DFWHG�XSRQ�DW�OHDVW ZLWKLQ�WKH�IROORZLQJ�WZR�\HDUV������ 4XLWH�QDWXUDOO\�� WKH� LQWHUQDWLRQDOO\�EDVHG�DUELWUDWLRQ�SURFHGXUHV�XVHG�IRU�H[DPSOH� LQ�GLVSXWHV� LQYROYLQJ� ODUJH�IRUHLJQ�HQWHUSULVHV�DUH�PRUH�IRUPDO�LQ�QDWXUH�DQG�KDYH�SURFHGXUHV�VLPLODU�WR�WKH�IRUPDO�OHJDO�V\VWHPV�RI�WKH�PRVW�KLJKO\�GHYHORSHG�FRXQWULHV��LPSO\LQJ�WKDW�WKH�SURFHGXUHV�PD\�QR�ORQJHU�EH�YHU\�LQH[SHQVLYH��
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IRUPDO� V\VWHP�� )UHTXHQWO\�� VXFK� LQWHUIDFHV� ZLWK� WKH� IRUPDO� V\VWHP� ZLOO� VORZ� GRZQ� WKH�UHVROXWLRQ� SURFHVV�� 7KH� ODFN� RI� VNLOOHG� SHUVRQQHO� WR� PDQDJH� $'5V� GRPHVWLFDOO\� FDQ� EH�RYHUFRPH�WKURXJK�WKH�XVH�RI�LQFHQWLYHV�SURPRWLQJ�WKHLU�VXSSO\�EXW�PD\�UHTXLUH�HLWKHU�WKH�XVH�RI�IRUHLJQHUV�RU�XQGHUZULWLQJ�WKH�FRVWV�RI�WUDLQLQJ�QDWLRQDOV��2WKHU�FKRLFHV�WR�EH�PDGH�FRQFHUQLQJ�WKH�H[DFW�IRUP�RI�$'5�WR�EH�XVHG�LQ�DUULYLQJ�DW�WKH�RSWLPDO� WUDGHRIIV� LQFOXGH�ZKHWKHU� WKH�VSHFLILF�IRUP�RI�$'5V�VKRXOG�EH�FRQWUDFW�PDQGDWHG�RU�VWULFWO\�YROXQWDU\��ZKHWKHU�RU�QRW�WKH�GHFLVLRQV�DUULYHG�DW�VKRXOG�EH�FRQVLGHUHG�OHJDOO\�ELQGLQJ��KRZ�HDUO\�LQ�WKH�FRQWUDFWXDO�UHODWLRQVKLS�WKH�$'5�WHFKQLTXH�VKRXOG�EH�LQLWLDWHG��WKH�PHWKRG�IRU�FKRRVLQJ�WKH�SHUVRQ�RU�SHUVRQV�WR�GR�WKH�PHGLDWLQJ��WKH�VFKHGXOH�RI�ZKHQ�VXFK�FKRLFHV�VKRXOG�EH� PDGH�� DQG� ZKHWKHU� WKHVH� LQGLYLGXDOV� VKRXOG� EH� LQWHUQDO� RU� H[WHUQDO� WR� WKH� FRQWUDFWXDO�UHODWLRQVKLS��� 6XUYH\V�RQ�WKHVH�RSWLRQV�DUH�SURYLGHG�E\�-RQHV��������DQG�86$,'���������$OWKRXJK�FRPSDUDEOH�PHDVXUHV�RI�WKH�GHPDQG�DQG�SURGXFWLYLW\�RI�$'5V�DFURVV�FRXQWULHV�DQG�RYHU�WLPH�DUH�JHQHUDOO\�ODFNLQJ��DQHFGRWDO�HYLGHQFH�VHHPV�WR�PDNH�LW�FOHDU�WKDW�WKH�XVH�RI�$'5V�KDV�EHHQ�JURZLQJ�UHODWLYH�WR�WKDW�RI�WKH�IRUPDO�FRXUW�V\VWHP��ZRUOG�ZLGH��:KLOH�D�PDMRU�GHWHUPLQDQW�RI� WKLV� LV� WKH�JURZLQJ�EDFNORJ� DQG�GHOD\V�RI� WKH� IRUPDO� V\VWHP�� DQRWKHU�PD\�EH�WKHLU�UHODWLYH�HIILFLHQF\�DQG�ORZHU�FRVW���(YHQ�XQGHU� WKH�EHVW�RI�FLUFXPVWDQFHV��VXFK�DV�ZKHQ�WKHUH� LV�D�EURDG�PDQGDWH�IRU�UHIRUP��WKH�IRUPDO�MXGLFLDO�V\VWHP�PD\�EH�GLIILFXOW�WR�UHIRUP�DV�UHFHQW�H[SHULHQFH�LQ�/DWLQ�$PHULFD�DQG�HVSHFLDOO\�(DVWHUQ�(XURSH�KDV�VXJJHVWHG��/HJLVODWRUV�KDYH�WR�EH�FRQYLQFHG�WR�FKDQJH�WKH�ODZV�WR�LQFRUSRUDWH�QHHGHG�UHIRUPV�DQG��ZKHQ�WKH\�GR�VR��KDYH�WR�UHVLVW�SUHVVXUHV�WR�EDFN�DZD\�IURP�WKH� UHIRUPV�� 7KHQ� WKH� SURFHGXUHV� DQG� TXDOLILHG� SHUVRQQHO� KDYH� WR� EH� LQ� SODFH� WR� LPSOHPHQW��PRQLWRU�DQG�HQIRUFH�ODZV��,I� WKH�IRUPDO�V\VWHP�LV� WKH�RQO\�OHJDO�PHDQV�RI�UHVROYLQJ�GLVSXWHV��DQG�PHPEHUV� RI� WKH� MXGLFLDU\�PDLQWDLQ� WKH� SUHVHQW� V\VWHP� LQ� WKHLU� RZQ� VHOI�LQWHUHVW�� UHIRUP�PD\� EH� HYHQ� PRUH� GLIILFXOW�� ,I� IRU� QR� RWKHU� UHDVRQ� WKDQ� WR� LQWURGXFH� FRPSHWLWLRQ� DPRQJ�V\VWHPV��PHDVXUHV� WR� HQFRXUDJH� WKH� XVH�RI�$'5V� VXFK� DV�E\� LQFUHDVLQJ� WKHLU� OHJLWLPDF\�DQG�HIIHFWLYHQHVV� PD\� EH� ZHOO� MXVWLILHG�� 2QFH� YLDEOH� DOWHUQDWLYHV� WR� WKH� VHUYLFHV� RI� WKH� IRUPDO�V\VWHP�HPHUJH��DQG�WKRVH�VXSSO\LQJ�WKHP�DUH�IDFHG�ZLWK�ORVV�RI�EXVLQHVV�WR�WKHVH�DOWHUQDWLYHV��
�� 6XFK�D�GLVWLQFWLRQ�PLJKW�EH�LPSRUWDQW�LI�HLWKHU�WKH�YROXQWDU\�RU�FRQWUDFW�PDQGDWHG�DSSURDFK�VKRXOG�SURYH�PRUH�VXFFHVVIXO�LQ�UHDFKLQJ�DJUHHPHQWV��<HW��D�UHFHQW�VWXG\�LQ�WKH�86�FRPSDULQJ�WKH�DELOLW\�RI�YROXQWDU\�DQG�FRQWUDFW�PDQGDWHG�$'5V� WR� UHDFK�VHWWOHPHQW� IRXQG� WKHP�WR�EH�DSSUR[LPDWHO\�HTXDOO\�VXFFHVVIXO��UHDFKLQJ�DJUHHPHQWV� LQ�RYHU����SHUFHQW�RI�WKH�FDVHV���7KH�VDPH�VWXG\�VKRZHG�WKDW�WKH�VLPSOHU�DQG�PRUH LQIRUPDO�PHGLDWLRQ�DSSURDFK�ZDV�ERWK�FKHDSHU�DQG�GHHPHG�PRUH� VDWLVIDFWRU\�E\� WKH�SDUWLHV� LQYROYHG� WKDQ�DUELWUDWLRQ��6HH�³$'5�1HZV´��'LVSXWH�5HVROXWLRQ�-RXUQDO -DQXDU\�������S������� 6RPH�FUXGH�HYLGHQFH�RI�WKHLU�UHODWLYH�HIILFLHQF\�LV�SURYLGHG�E\�FURVV�FRXQWU\�JURZWK�UHJUHVVLRQV��)RU�H[DPSOH��'DWWD� DQG� 1XJHQW� ������� VKRZHG� WKDW� WKH� JUHDWHU� ZDV� WKH� LPSRUWDQFH� RI� WKH� IRUPDO�� PRUH� DGYHUVDULDO� GLVSXWH�UHVROXWLRQ�V\VWHP�UHODWLYH�WR�WKH�LQIRUPDO�$'5V�� WKH�ORZHU�ZDV�WKH�JURZWK�UDWH�RI�LQFRPH�SHU�FDSLWD��7KLV�UHVXOW�ZDV�TXLWH�UREXVW�GXH�WR�WKH�LQFOXVLRQ�RI�RWKHU�FRQWURO�YDULDEOHV�
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HYHQ�WKH�PRVW�FRUUXSW�PHPEHUV�RI�WKH�MXGLFLDU\�PD\�VHH�LW�LQ�WKHLU�VHOI�LQWHUHVW�WR�DFFHSW�UHIRUP�RI�WKH�IRUPDO�V\VWHP����$QRWKHU� UHDVRQ� IRU� SURPRWLQJ� $'5V� LV� WKHLU� FRPSDUDWLYH� DGYDQWDJH� IRU� VPDOO� ILUPV��60(V�� DQG� WKH� SRRU�� 7R� WKH� H[WHQW� WKDW� $'5V� ZLOO� WKHUHIRUH� DOORZ� 60(V� WR� SURWHFW� WKHLU�OHJLWLPDWH�LQWHUHVWV�YLV�j�YLV�ODUJH�ILUPV��WKHLU�HQFRXUDJHPHQW�PD\�HQKDQFH�WKH�FRPSHWLWLYHQHVV�RI�WKH�HFRQRP\��G\QDPLF�HIILFLHQF\�DQG�WKH�SHUFHLYHG�OHJLWLPDF\�RI�LQVWLWXWLRQV�DQG�WKH�UHVSHFW�IRU�ODZ��DOO�RI�ZKLFK�FRXOG�KHOS�DFFHOHUDWH�GHYHORSPHQW��$FWLRQV�WKDW�FRXOG�EH�WDNHQ�WR�HQFRXUDJH�WKH�GHYHORSPHQW�DQG�XVH�RI�$'5V�LQ�WKH�0(1$UHJLRQ�DUH���� 7R�HLWKHU�DOORZ�RU�UHTXLUH�FHUWDLQ�NLQGV�RI�FDVHV�WR�EH�WDNHQ�RXW�RI�WKH�MXGLFLDU\�WR�VSHFLDOL]HG�$'5V�������7R�UHFRJQL]H�WKH�GHFLVLRQV�UHDFKHG�E\�$'5V�DV�OHJLWLPDWH�DQG�HQIRUFHDEOH�E\�WKH�IRUPDO�V\VWHP������ 7R� LQFUHDVH� NQRZOHGJH� RI� WKH� DYDLODELOLW\� RI�$'5V�GRPHVWLFDOO\� EDVHG� RQ� WKHLU�H[SHULHQFH�HOVHZKHUH���� 7R� HQFRXUDJH� SURIHVVLRQDO� DVVRFLDWLRQV� RI� SULYDWH� LQGLYLGXDOV� DQG� JURXSV� WR�RUJDQL]H�DQG�WR�SURYLGH�VWDQGDUGV�IRU�WKH�VXSSO\�RI�VXFK�VHUYLFHV�DQG�SHHU�UHYLHZ�RI�WKHLU�TXDOLW\���� 7R�RYHUFRPH�WKH�YXOQHUDELOLW\�RI�WKH�GHYHORSPHQW�RI�FUHGLW�EXUHDXV�WR�IUHH�ULGLQJ�E\�DSSURSULDWH�IRUPV�RI�HQFRXUDJHPHQW������ 7R� HQFRXUDJH� WKH� GHYHORSPHQW� RI� VPDOO� EXVLQHVV� DVVRFLDWLRQV� �LQGHSHQGHQW� RI�JRYHUQPHQW�� ZLWK� PHDQV� RI� SUDFWLFLQJ� FROOHFWLYH� HQIRUFHPHQW� VXFK� DV� E\�EODFNOLVWLQJ�SDUWLHV�WKDW�GHIDXOW�RQ�FRQWUDFWV�ZLWK�DVVRFLDWLRQ�PHPEHUV������ *LYHQ� WKH�VWURQJ�SUHIHUHQFH�E\�IRUHLJQ�FRPSDQLHV�IRU�H[WUD�WHUULWRULDO�DUELWUDWLRQ�SURFHGXUHV� RYHU� QDWLRQDO� FRXUWV���� WR� VLJQ�RQWR�ERWK� WKH�8�1�&RQYHQWLRQ�RQ� WKH�5HFRJQLWLRQ�DQG�(QIRUFHPHQW�RI�)RUHLJQ�$UELWDO�$ZDUGV�DQG�WKH�0RGHO�/DZ�RQ�,QWHUQDWLRQDO� &RPPHUFH� $UELWUDWLRQ� SXW� IRUZDUG� E\� WKH� 8�1�� &RPPLVVLRQ� RQ�
�� ,QGRQHVLD�KDV�EHHQ�YHU\�VXFFHVVIXO�LQ�ERWK�WKHVH�UHVSHFWV�DQG��PRUHRYHU��KDV�HVWDEOLVKHG�D�QDWLRQDO�DUELWUDWLRQ�ERDUG� ZLWK� WKH� FRXQWU\¶V� ILQHVW� MXULVWV�� DFDGHPLFLDQV� DQG� UHWLUHG� MXGJHV��7KLV� ERDUG� OD\V� GRZQ� JXLGHOLQHV� IRU�DUELWUDWLRQ�SURFHGXUHV�� DQG� LQ�DGGLWLRQ�DUELWUDWHV� VRPH�RI� WKH�PRVW� FRPSOLFDWHG�FDVHV�EURXJKW� WR� LW��7KH� ORQJHVW�WLPH�IRU�FRPSOHWLRQ�RI�DQ\�RI�HYHQ�WKHLU�PRVW�FRPSOLFDWHG�FDVHV�ZDV�HOHYHQ�PRQWKV�DQG�WKH�DYHUDJH�FORVHU�WR KDOI�WKDW��7KH�VHSDUDELOLW\�SULQFLSOH� IRU�DUELWUDWLRQ�FDVHV�ZKHUHLQ� WKH� IRUPDO� MXGLFLDO�V\VWHP�FDQQRW� LQWHUIHUH�ZLWK� WKH�VXEVWDQFH�RI�DUELWUDWLRQ�GHFLVLRQV�KDV�EHHQ�ILUPO\�HVWDEOLVKHG�ZLWK�6XSUHPH�&RXUW�GHFLVLRQV��+RUQLFN����������� ,Q� WKH� HDUO\� ����V� VRPH� SURGXFHUV¶� DVVRFLDWLRQV� LQ�7XQLVLD�ZHUH� UHSRUWHG� WR� EH� GRLQJ� WKLV�ZLWK� FRQVLGHUDEOH�VXFFHVV��1XJHQW���������� )RU�H[DPSOH�� D� VXUYH\�E\� WKH�$PHULFDQ�EXVLQHVV�PDJD]LQH�%XVLQHVV�:HHN LQ� WKH�HDUO\�����V�VKRZHG� WKDW����SHUFHQW� RI� WKH� H[HFXWLYHV� RI� PXOWLQDWLRQDO� FRUSRUDWLRQV� LQWHUYLHZHG� VDLG� WKDW� WKH\� SUHIHUUHG� DUELWUDWLRQ� RYHU�OLWLJDWLRQ�DV�D�PHDQV�RI�VHWWOLQJ�FRPPHUFLDO�GLVSXWHV��0XUSK\���������
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,QWHUQDWLRQDO� 7UDGH� /DZ� �81&,75$/��� 7KH� ODWWHU� FDQ� KHOS� WR� DWWUDFW� DQ�,QWHUQDWLRQDO� $UELWUDWLRQ� &HQWHU� WR� WKH� FRXQWU\� �&UHPHGHV� ������� SRVVHVVLRQ� RI�ZKLFK�ZLOO�QDWXUDOO\�PDNH�DQ\�DUELWUDWLRQ�DZDUGV�UHDFKHG�XQGHU�LWV�DXVSLFHV�VHHP�OHVV� ³IRUHLJQ´� DQG� PRUH� DFFHSWDEOH�� +DYLQJ� D� FHQWHU� VKRXOG� DOVR� KHOS� WKH�DUELWUDWLRQ�FXOWXUH�VSUHDG�PRUH�IXOO\�WKURXJK�WKH�VRFLHW\��LQFUHDVLQJ�WKH�VXSSO\�RI�VNLOOHG�SUDFWLWLRQHUV�DQG�LQFUHDVLQJ�WKH�DFFHVVLELOLW\�RI�$'5V����� )RU� FRXQWULHV� LQ�ZKLFK� WKH�KRVW� FRXQWU\¶V�JRYHUQPHQW�RU�SXEOLF�HQWHUSULVHV�PD\�EH�LQYROYHG�LQ�FRQWUDFWV�ZLWK�IRUHLJQ�LQYHVWRUV��WR�VLJQ�RQWR�WKH������:DVKLQJWRQ�&RQYHQWLRQ� IRU� WKH� 6HWWOHPHQW� RI� ,QYHVWPHQW� 'LVSXWHV� EHWZHHQ� 6WDWHV� DQG�1DWLRQDOV�RI�2WKHU�6WDWHV��7KLV�FRQYHQWLRQ�DOORZV�VXFK�FDVHV��ZLWK�WKH�FRQVHQW�RI�ERWK�SDUWLHV��WR�EH�VXEPLWWHG�WR�DUELWUDWLRQ�XQGHU�WKH�DXVSLFHV�RI�WKH�,QWHUQDWLRQDO�&HQWHU�IRU�6HWWOHPHQW�RI�,QYHVWPHQW�'LVSXWHV�LQ�:DVKLQJWRQ��'�&��$�FRPSDULVRQ�RI�,UDQ�DQG�,QGRQHVLD�SURYLGHV�GUDPDWLF�LOOXVWUDWLRQ�RI�KRZ�IDU�VRPH�0(1$�FRXQWULHV� KDYH� WR� JR� LQ� WHUPV� RI� $'5� GHYHORSPHQW� WR� EH� DEOH� WR� DWWUDFW� SULYDWH� IRUHLJQ�LQYHVWPHQW� RQ� DQ\� ODUJH� VFDOH�� ,Q� ,UDQ� IRU� D� GLVSXWH� LQYROYLQJ� WKH� JRYHUQPHQW� RU� D� SXEOLF�HQWHUSULVH�WR�JR�WR�DQ�$'5�HLWKHU�GRPHVWLF�RU�LQWHUQDWLRQDO��DQ�DFW�RI�SDUOLDPHQW��WKH�0DMOLV��LV�UHTXLUHG� �(QWH]DUL� �������%\�FRQWUDVW�� LQ�D�EHVW�SUDFWLFH�FRXQWU\� OLNH� ,QGRQHVLD� WKDW�KDV�EHHQ�HVSHFLDOO\�VXFFHVVIXO�LQ�DWWUDFWLQJ�IRUHLJQ�LQYHVWPHQW��WKLV�FDQ�EH�ZULWWHQ�LQWR�FRQWUDFWV�DQG�WKH�SURFHVV� LV� DXWRPDWLF� UHTXLULQJ� QR� IXUWKHU� DSSURYDOV� �+RUQLFN� ������� ,W� VKRXOG� EH�PHQWLRQHG��PRUHRYHU��WKDW�WKH�VWURQJ�SUHIHUHQFH�RI�IRUHLJQ�ILUPV�IRU�LQWHUQDWLRQDO�DUELWUDWLRQ�DV�D�PHDQV�RI�GLVSXWH� UHVROXWLRQ� DOVR� HQFRXUDJHV� GRPHVWLF� ILUPV� WR� DJUHH� WR� DUELWUDWLRQ� E\� YLUWXH� RI� D�VXEVWDQWLDO�SULFH�GLIIHUHQWLDO�LQ�FRQWUDFW�WHUPV�LQ�IDYRU�RI�$'5�
9��&RQFOXVLRQV)URP�WKH�DERYH�GLVFXVVLRQ�LW�VKRXOG�EH�FOHDU�WKDW�WKHUH�DUH�VHYHUDO�TXLWH�GLIIHUHQW�ZD\V�WR�UHGXFH� WKH� FRVWV� RI� GLVSXWH� UHVROXWLRQ� ZKLOH� VLPXOWDQHRXVO\� HQFRXUDJH� SULYDWH� VHFWRU�GHYHORSPHQW��6LQFH�WR�VRPH�H[WHQW�WKH\�DUH�DOWHUQDWLYHV�WR�RQH�DQRWKHU��HDFK�ZLWK�DGYDQWDJHV�DQG� GLVDGYDQWDJHV�� HDFK� FRXQWU\� VKRXOG� FRQVLGHU� VHULRXVO\� WKH� UHODWLYH� EHQHILWV� RI� HDFK�DOWHUQDWLYH�UHODWLYH�WR�LWV�RZQ�FRQGLWLRQV�EHIRUH�FKRRVLQJ�LWV�RSWLPDO�UHIRUP�VWUDWHJ\��%HFDXVH�RI� VXEVWDQWLDO� GLIIHUHQFHV� DPRQJ�0(1$� FRXQWULHV� LQ� �D�� WKH� FKDUDFWHU� DQG� VWUHQJWK� RI� WKHLU�H[LVWLQJ� IRUPDO� DQG� LQIRUPDO� MXGLFLDO� V\VWHPV�� �E�� WKH� GHJUHH� RI� DPELJXLW\� LQ� H[LVWLQJ� ODZ�������F��WKH�H[WHQW�WR�ZKLFK�FRPSOHPHQWDU\�UHIRUPV�KDYH�EHHQ�RU�DUH�EHLQJ�XQGHUWDNHQ��DQG��G��WKH�H[WHQW�WR�ZKLFK�SULYDWL]DWLRQ�DQG�SULYDWH�VHFWRU�GHYHORSPHQW�DUH�LPSRUWDQW�VRFLDO�REMHFWLYHV��QR�VLQJOH�DSSURDFK�LV�OLNHO\�WR�ILW�DOO�FRXQWULHV�RI�WKH�UHJLRQ�
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5HFHQW�H[SHULHQFH�ZLWK�OHJDO�DQG�MXGLFLDO�UHIRUP�LQ�/DWLQ�$PHULFD�DQG�LQ�WKH�WUDQVLWLRQ�HFRQRPLHV� RI� &HQWUDO� DQG� (DVWHUQ� (XURSH�� KRZHYHU�� KDV� GHPRQVWUDWHG� WKDW� VXFFHVVIXOO\�DFFRPSOLVKLQJ�HLWKHU�RI�WKHVH�UHIRUP�LV�TXLWH�GLIILFXOW��,QGHHG��WKH�JUHDWHVW�VXFFHVV��QDPHO\�WKDW�LQ� (O� 6DOYDGRU�� KDV� RFFXUUHG� RQO\� ZKHQ� ERWK� WKH� OHJDO� DQG� MXGLFLDO� UHIRUPV� ZHUH� GRQH�VLPXOWDQHRXVO\� ZLWK� UDWKHU� PDVVLYH� H[WHUQDO� SUHVVXUH�� IRUHLJQ� DVVLVWDQFH� DQG� WUHPHQGRXV�SUHVVXUH�IURP�EHORZ�DV�ZHOO��WKH�ODWWHU�EDFNHG�XS�E\�WKH�WKUHDW�RI�UHQHZDO�RI�WKH�FLYLO�ZDU��,Q�YLHZ�RI�WKDW��MXGLFLDO�UHIRUP�VKRXOG�EH�WKRXJKW�RI�DV�D�FRPSOHPHQW�WR�OHJDO�UHIRUP�UDWKHU�WKDQ�D�VXEVWLWXWH��6LPLODUO\��D�KHDOWK\�$'5�V\VWHP�FDQ�RIIHU�DOWHUQDWLYHV�WR�IRUPDO�GLVSXWH�UHVROXWLRQ�V\VWHPV�WKDW�DUH�OLNHO\�WR�EH�PRUH�VXLWDEOH�WR�VRPH�ILUPV��FRXQWULHV�DQG�FLUFXPVWDQFHV�WKDQ�WR�RWKHUV��:KHQ�VXFK�DOWHUQDWLYHV�DUH�DYDLODEOH��WKH�FRPSHWLWLRQ�WKH\�SURYLGH�PD\�PDNH�UHIRUP�RI�IRUPDO� V\VWHPV� HDVLHU��$OO� WKUHH� DSSURDFKHV�PD\� WKHUHIRUH� EH� FRPSOHPHQWDU\� LQ� WKH� EURDGHU�VHQVH�� SHUKDSV� H[SODLQLQJ� ZK\� 6LQJDSRUH�� D� FRXQWU\� LQ� ZKLFK� DOO� WKUHH� DSSURDFKHV� DUH� ZHOO�GHYHORSHG� DQG�ZHOO�IXQFWLRQLQJ� �&KDQ�������� VFRUHV� VR�ZHOO� RQ� DOO� LQVWLWXWLRQDO� LQGLFDWRUV� LQ�7DEOHV�$��$���0(1$�FRXQWULHV�ZRXOG�GR�ZHOO� WR� FRQVLGHU�VRPH�RI�WKH�IROORZLQJ��PRUH�JHQHUDO�OHVVRQV��)LUVW��WKHUH�LV�QR�HYLGHQFH�WKDW�OHJDO�DQG�RWKHU�UHIRUPV�VKRXOG�EH�XQGHUWDNHQ�IDU�DKHDG�RI�RWKHU�UHIRUPV�� $W� WKH� VDPH� WLPH�� WKH\� PXVW� QRW� ODJ� WRR� IDU� EHKLQG� RWKHU� UHIRUPV� LI� WKH� FRQIOLFW�UHVROXWLRQ�V\VWHP�LV�QRW�WR�EHFRPH�D�PDMRU�FRQVWUDLQW�RQ�HIILFLHQW�H[FKDQJH�DQG�GHYHORSPHQW��6HFRQG��HYHQ�WKRXJK�WUDQVSODQWDWLRQ�RI�FRQVWLWXWLRQV�DQG�HQWLUH�OHJDO�V\VWHPV�IURP�RQH�FRXQWU\�WR�DQRWKHU� LV�XQOLNHO\�WR�EH�HLWKHU�VXFFHVVIXO�RU�DSSURSULDWH��ZLWK�VXLWDEOH�DGDSWDWLRQV�WR�ORFDO�FLUFXPVWDQFHV�� EHVW� SUDFWLFHV� HOVHZKHUH� ZLWK� UHVSHFW� WR� LQGLYLGXDO� ODZV� DUH�PRUH� HIIHFWLYHO\�DQG�HDVLO\�WUDQVSODQWDEOH��� 7KLUG��H[LVWLQJ�LQWHUHVW�JURXSV�PD\�LPSHGH�HYHQ�VRFLDOO\�EHQHILFLDO�UHIRUPV�WR�FRQIOLFW�UHVROXWLRQ�V\VWHPV�LI�WKH\�VHH�WKHVH�UHIRUPV�DV�WKUHDWHQLQJ�WR�WKHLU�LQWHUHVWV��+HQFH�� LI� VXFK� UHIRUPV� DUH� WR� VXFFHHG�� WKH\� PXVW� JHW� DURXQG� VXFK� SRWHQWLDO� RSSRVLWLRQ� E\�LQFRUSRUDWLQJ�WKHP�LQWR�WKH�SURFHVV��)RXUWK��VXFFHVV�LQ�MXGLFLDO�UHIRUP�PD\�EH�TXLWH�XQUHODWHG�WR�WKH�DPRXQW�RI�PRQH\�VSHQW�RQ�VXFK�UHIRUP��PDNLQJ�LW�ZLVH�WR�DLP�DW�UHODWLYHO\�ORZ�FRVW��OHVV�DPELWLRXV�UHIRUPV��HVSHFLDOO\�LQ�WKH�HDUO\�VWDJHV��)LIWK��WKLV�H[SHULHQFH�KDV�DJDLQ�LOOXVWUDWHG�WKH�SRLQW�WKDW�WKH�W\SHV�RI�UHIRUPV�LQVWLWXWHG�QHHG�WR�EH�PROGHG�WR�WKH�FLUFXPVWDQFHV�DQG�KLVWRULFDO�DQG� FXOWXUDO� HQGRZPHQWV� RI� WKH� LQGLYLGXDO� FRXQWU\� ± ³2QH� VL]H� DQG�PRGHO� GRHV� QRW� ILW� DOO´��6L[WK��LQ�YLHZ�RI�WKH�ORQJ�WLPH�LQWHUYDO�UHTXLUHG�IRU�IRUPDO�OHJDO�DQG�MXGLFLDO�UHIRUPV�DQG�WKH�OLNHOLKRRG�RI�RSSRVLWLRQ�E\�MXGJHV�DQG�ODZ\HUV�WR�VRPH�UHIRUPV��LW�PD\�EH�XVHIXO�WR�HPSKDVL]H�
�� &RUQHOO�DQG�.DOW��������VKRZ�WKDW�WKH�GHJUHH�RI�VXFFHVV�LQ�WUDQVSODQWLQJ�D�FRQVWLWXWLRQ�GUDZQ�XS�E\�WKH�%XUHDX�RI ,QGLDQ�$IIDLUV�LQ�WKH�8�6��IRU�,QGLDQ�UHVHUYDWLRQV�WKURXJKRXW�WKH�FRXQWU\�YDULHG�ZLWK�WKH�H[WHQW�WR�ZKLFK�SUH�H[LVWLQJ�SROLWLFDO�V\VWHPV�ZHUH�FRQVRQDQW�ZLWK�WKH�LPSRVHG�QHZ�FRQVWLWXWLRQ��(QJOHEHUW��IRUWKFRPLQJ��PDNHV�D�VLPLODU�SRLQW�LQ�WKH�FRQWH[W�RI�WKH�OHJLWLPDF\�RI�WKH�VWDWH�LQ�$IULFD���
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PRUH� LQIRUPDO�PHWKRGV�RI�GLVSXWH� UHVROXWLRQ��6HYHQWK��HYHQ� WKRXJK� WKH� MXGLFLDU\�QHHGV� WR�EH�LQGHSHQGHQW� IURP� WKH� OHJLVODWLYH� DQG� H[HFXWLYH� EUDQFKHV� RI� JRYHUQPHQW�� LW� WRR� QHHGV� WR� EH�PRQLWRUHG�E\�DQ�LQGHSHQGHQW�DJHQF\��SUHIHUDEO\�RQH�GRPLQDWHG�E\�SURIHVVLRQDO�SHHUV�EXW�DOVR�LQFOXGLQJ�UHSUHVHQWDWLYHV�RI�D�EURDG�UDQJH�RI�SROLWLFDO�RSLQLRQ�������
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$SSHQGL[�RI,QVWLWXWLRQDO�,QGLFDWRUV
7DEOH�$���$OWHUQDWLYH�$JJUHJDWH�,QGH[HV�RI�(FRQRPLF�)UHHGRP(FRQRPLF�)UHHGRP�5DWLQJ�0D[LPXP� ����D ,QGH[�RI�(FRQRPLF�)UHHGRP�0D[� ���E&RXQWULHV�� 0(1$� ���� ���� ���� ���� ���� ���� ����$OJHULD ��� ��� ��� ��� ��� ���� ����%DKUDLQ ��� ��� ��� ��� ��� ���� ����'MLERXWL ���� ����(J\SW ��� ��� ��� ��� ��� ���� ����,UDQ ��� ��� ��� ��� ��� ���� ����,UDT ���� ����-RUGDQ ��� ��� ��� ��� ��� ���� ����.XZDLW ���� ����/HEDQRQ ���� ����/LE\D ���� ����0RURFFR ��� ��� ��� ��� ��� ���� ����2PDQ ��� ��� ��� ��� ��� ���� ����6DXGL�$UDELD ���� ����6\ULD ��� ��� ��� ��� ��� ���� ����7XQLVLD ��� ��� ��� ��� ��� ���� ����7XUNH\ ��� ��� ��� ��� ��� ���� ����8�$�(� ���� ����<HPHQ ���� ����1RQ�0(1$�6LQJDSRUH ��� ��� ��� ��� ��� ���� ����7DLZDQ ��� ��� ��� ��� ��� ���� ����6ZLW]HUODQG ��� ��� ��� ��� ��� ���� ����8�.� ��� ��� ��� ��� ��� ���� ����8�6�$� ���� ����6RXUFHV���D���*ZDUWQH\� -DPHV��5REHUW�/DZVRQ�DQG�:DOWHU�%ORFN�������(FRQRPLF�)UHHGRP�LQ�WKH�:RUOG������������ 9DQFRXYHU��)UDVHU�,QVWLWXWH��E��+ROPHV��.LP�5��%U\DQ�7��-RKQVRQ�DQG�0HODQLH�.LUNSDWULFN������������,QGH[�RI�(FRQRPLF�)UHHGRP��:DVKLQJWRQ��'�&��DQG�1HZ�<RUN��+HULWDJH�)RXQGDWLRQ�DQG�WKH�:DOO�6WUHHW�-RXUQDO���1RWH��,Q�WKH�DERYH�WDEOH�WKH�RULJLQDO�LQGH[��ZKLFK�ZDV�DQ�LQYHUVH�PHDVXUH�RI�HFRQRPLF�IUHHGRP��ZDV�LQYHUWHG�E\�VXEWUDFWLQJ�WKH�VFRUH�JLYHQ�IURP������WKH�KLJKHVW�SRVVLEOH�VFRUH�RQ�WKH�RULJLQDO�LQGH[��
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7DEOH�$���&RXQWU\�6FRUHV�RQ�WKH�&RPSRQHQWV�RI�WKH�,QGH[�RI�5HVWULFWLRQV�RQ�(FRQRPLF)UHHGRP�IRU�����

6RXUFH� +ROPHV� .LP�5��%U\DQ�7��-RKQVRQ�DQG�0HODQLH�.LUNSDWULFN������������,QGH[�RI�(FRQRPLF�)UHHGRP��:DVKLQJWRQ��'�&��DQG�1HZ�<RUN��+HULWDJH�)RXQGDWLRQ�DQG�WKH�:DOO�6WUHHW�-RXUQDO�

&RXQWU\ 7UDGH�3URWHF�WLRQ
7D[5DWH *RYW��,QWHUYHQ��WLRQ

0RQHWDU\3ROLF\ &DSLWDO)ORZV 5HVWULFWLRQVRQ�%DQNV :DJH�	�3ULFH�&RQWUROV 3URSHUW\�5LJKWV 5HJXOD�WLRQV %ODFN�0DUNHW
$OJHULD ��� ��� ��� ��� ��� ��� ��� ��� ��� ���%DKUDLQ ��� ��� ��� ��� ��� ��� ��� ��� ��� ���'MLERXWL ��� ��� ��� ��� ��� ��� ��� ��� ��� ���(J\SW ��� ��� ��� ��� ��� ��� ��� ��� ��� ���,UDQ ��� ��� ��� ��� ��� ��� ��� ��� ��� ���,UDT ��� ��� ��� ��� ��� ��� ��� ��� ��� ���-RUGDQ ��� ��� ��� ��� ��� ��� ��� ��� ��� ���.XZDLW ��� ��� ��� ��� ��� ��� ��� ��� ��� ���/HEDQRQ ��� ��� ��� ��� ��� ��� ��� ��� ��� ���/LE\D ��� ��� ��� ��� ��� ��� ��� ��� ��� ���0��0RURFFR ��� ��� ��� ��� ��� ��� ��� ��� ��� ���2PDQ ��� ��� ��� ��� ��� ��� ��� ��� ��� ���6��$UDELD ��� ��� ��� ��� ��� ��� ��� ��� ��� ���6\ULD ��� ��� ��� ��� ��� ��� ��� ��� ��� ���7XQLVLD ��� ��� ��� ��� ��� ��� ��� ��� ��� ���7XUNH\ ��� ��� ��� ��� ��� ��� ��� ��� ��� ���8�$�(� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���<HPHQ ��� ��� ��� ��� ��� ��� ��� ��� ��� ���6LQJ� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���7DLZDQ ��� ��� ��� ��� ��� ��� ��� ��� ��� ���6ZLW]HUODQG ��� ��� ��� ��� ��� ��� ��� ��� ��� ���8�.� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���8�6�$� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���
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7DEOH�$���&RXQWU\�6FRUHV�RQ�WKH�&RPSRQHQWV�RI�WKH�(FRQRPLF�)UHHGRP�5DWLQJ�IRU�����&RXQWU\ �$ �% �& �' �$ �% �& �'� �( �) �$ �% �$ �% �& �'$OJHULD � � � � � � � � � � � � � � � �%DKUDLQ �� � �� �� � � � � � � �� �� � �� � �(J\SW � � �� �� � � � ��� � �� � � � � � �,UDQ � � � � � � � ��� � � � � � � � �-RUGDQ �� �� � � � � � � ��� � � � � � � �0RURFFR �� �� � � � � � � � � � � � � � �2PDQ �� � �� �� � � � ��� ��� �� � �� � �� � �6\ULD � � �� � � � � ��� � � � � � � � �7XQLVLD �� �� � � � � � � � � � � � � � �7XUNH\ � � �� �� � � � ��� � � � � � � � �6LQJDSRUH �� �� �� �� � � � ��� � �� � � �� �� �� ��7DLZDQ �� �� �� �� � � � ��� � �� � � � �� � �6ZLW]HUODQG �� � �� �� � � � �� �� �� � � � �� � ��8QLWHG�.LQJGRP � � �� �� � � � �� ��� �� � � �� �� � ��8QLWHG�6WDWHV �� �� �� �� � � � �� ��� �� � � � �� � ��6RXUFH� *ZDUWQH\� -DPHV��5REHUW�/DZVRQ�DQG�:DOWHU�%ORFN�������(FRQRPLF�)UHHGRP�LQ�WKH�:RUOG������������9DQFRXYHU��)UDVHU�,QVWLWXWH�1RWH� ,Q�HDFK�FDVH�WKH�VFRUHV�DUH�DVVLJQHG�LQ�VXFK�D�ZD\�WKDW�D�KLJK�VFRUH�LQGLFDWHV�HFRQRPLF�IUHHGRP�RQ�WKH�GLPHQVLRQ�PHDVXUHG��WKH�LQGH[�UDQJLQJ�IURP���WR�����ZKHUH�
1R� 'HILQLWLRQ�RI�&RPSRQHQW 1R� 'HILQLWLRQ�RI�&RPSRQHQW�$ ,QIODWLRQ�5DWH �$ 7UDQVIHUV�DQG�6XEVLGLHV�DV�3HUFHQW�RI�*'3�% 6WDQGDUG�'HYLDWLRQ�RI�,QIODWLRQ�5DWH �% 7RS�0DUJLQDO�7D[�5DWH�DQG�7KUHVKROG�& $ELOLW\�WR�2ZQ�)RUHLJQ�&XUUHQF\�' $ELOLW\�WR�0DLQWDLQ�D�%DQN�$FFRXQW�$EURDG �$ 7D[HV�RQ�7UDGH�DV�3HUFHQW�RI�([SRUWV�3OXV�,PSRUWV�% %ODFN�0DUNHW�3UHPLXP�$ *RYHUQPHQW�&RQVXPSWLRQ�DV�3HUFHQW�RI�7RWDO�&RQVXPSWLRQ �& 0HDVXUH�RI�7UDGH�2SHQQHVV��$FWXDO�5HODWLYH�WR�3UHGLFWHG�7UDGH�6KDUH�LQ�*'3��% 5HODWLYH�,PSRUWDQFH�RI�*RYHUQPHQW�(QWHUSULVH �' )UHHGRP�WR�0DNH�,QYHVWPHQW�7UDQVDFWLRQV�Z�)RUHLJQHUV�& ([WHQW�RI�:DJH�DQG�3ULFH�&RQWUROV�' (QWU\�LQWR�%XVLQHVV�( (TXDOLW\�RI�&LWL]HQV�8QGHU�WKH�/DZ�) ([WHQW�WR�ZKLFK�*RYHUQPHQW�5HJXODWLRQV�'LVWRUW�5HDO�,QWHUHVW�5DWHV�DQG�'LVUXSW�&UHGLW�0DUNHWV
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5HIHUHQFHV
$O�7DPLPL��(VVDP�������³8QLWHG�$UDE�(PLUDWHV�7UDGHPDUNV�/DZ´�,QWHUQDWLRQDO�/DZ\HU )HE������������
$OVWRQ��/HH�-��*DU\�/LEHFDS�DQG�5REHUW�6FKQHLGHU�������³9LROHQFH��DQG�WKH�$VVLJQPHQW�RI�3URSHUW\�5LJKWV�RQ�7ZR�%UD]LOLDQ�)URQWLHUV´�LQ�0LFKHOOH�5��*DUILQNHO�DQG�6WHUJLRV�6NDSHUGDV��HGV��7KH�3ROLWLFDO�(FRQRP\�RI�&RQIOLFW�DQG�$SSURSULDWLRQ��1HZ�<RUN��&DPEULGJH�8QLYHUVLW\�3UHVV�����������
$PHULFDQ�&KDPEHU�RI�&RPPHUFH�LQ�(J\SW�������³7KH�5ROH�RI�WKH�3ULYDWH�6HFWRU´�LQ�0�0��*LXJDOH�DQG�+DPHG�0XEDUDN���HGV��3ULYDWH�6HFWRU�'HYHORSPHQW�LQ�(J\SW ��&DLUR��$PHULFDQ�8QLYHUVLW\�LQ�&DLUR�3UHVV���������
$PLQ��6�+�������³/HJDO�6\VWHPV�LQ�WKH�*XOI�6WDWHV´�/OR\G¶V�0DULWLPH�DQG�&RPPHUFLDO�/DZ ����)HE���������������
$QGHUVRQ��5REHUW�(��DQG�$OEHUW�0DUWLQH]�������³6XSSRUWLQJ�3ULYDWH�6HFWRU�'HYHORSPHQW�LQ�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD´�LQ�1HPDW�6KDILT��HG���3URVSHFWV�IRU�0LGGOH�(DVWHUQ�DQG�1RUWK�$IULFDQ�(FRQRPLHV� )URP�%RRP�WR�%XVW�DQG�%DFN"��1HZ�<RUN��6W��0DUWLQ¶V�3UHVV�����������
%DUUR��5REHUW�-��������'HWHUPLQDQWV�RI�(FRQRPLF�*URZWK��$�&URVV�&RXQWU\�(PSLULFDO�6WXG\��&DPEULGJH��0,7�3UHVV��
%HFKUL��0RKDPHG�=��������³,QVWLWXWLRQDO�2EVWDFOHV��5HIRUP�8QFHUWDLQW\�DQG�7XQLVLD¶V�,QWHJUDWLRQ�ZLWK�WKH�(XURSHDQ�8QLRQ´
%UXQHWWL��$\PR��*HJRU\�.LVXQNR�DQG�%HDWULFH�:HGHU�������³,QVWLWXWLRQDO�2EVWDFOHV�WR�'RLQJ�%XVLQHVV��'DWD�'HVFULSWLRQ�DQG�0HWKRGRORJ\�RI�D�:RUOGZLGH�3ULYDWH�6HFWRU�6XUYH\´��%DFNJURXQG�3DSHU�IRU�WKH������:RUOG�'HYHORSPHQW�5HSRUW��:DVKLQJWRQ��'�&���:RUOG�%DQN�
%XVFDJOLD��(GJDUGR�DQG�0DULD�'DNROLDV�������-XGLFLDO�5HIRUP�LQ�/DWLQ�$PHULFDQ�&RXUWV��7KH�([SHULHQFH�RI�$UJHQWLQD�DQG�(FXDGRU��:DVKLQJWRQ��'�&���:RUOG�%DQN��:RUOG�%DQN�7HFKQLFDO�3DSHU�1R�������
%XVFDJOLD��(GJDUGR��0DULD�'DNROLDV�DQG�:LOOLDP�5DWOLII�������-XGLFLDO�5HIRUP�LQ�/DWLQ�$PHULFD��$�)UDPHZRUN�IRU�1DWLRQDO�'HYHORSPHQW� 6WDQIRUG�8QLYHUVLW\��+RRYHU�,QVWLWXWLRQ�
&DGZHOO��&KDUOHV�������³,PSOHPHQWLQJ�/HJDO�5HIRUP�LQ�7UDQVLWLRQ�(FRQRPLHV´��LQ�&��&ODJXH�HG���,QVWLWXWLRQV�DQG�(FRQRPLF�'HYHORSPHQW ��%DOWLPRUH��-RKQV�+RSNLQV�8QLYHUVLW\�3UHVV�����������
&DURWKHUV��7KRPDV�������$VVHVVLQJ�'HPRFUDF\�$VVLVWDQFH��7KH�&DVH�RI�5RPDQLD ��:DVKLQJWRQ��'�&���%URRNLQJV�
&DURWKHUV��7KRPDV�������$LGLQJ�'HPRFUDF\�$EURDG��:DVKLQJWRQ��'�&���%URRNLQJV��
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&DVWHODU�3LQKHLUR��$UPDQGR�������³(FRQRPLF�&RVWV�RI�-XGLFLDO�,QHIILFLHQF\�LQ�%UD]LO´��)LQDO�5HSRUW�WR�WKH�7LQNHU�)RXQGDWLRQ��6DR�3DXOR��,QVWLWXWR�GH�(VWXGLRV�(FRQRPLFRV��6RFLDLV�H�3ROLWLFRV�GH�6DR�3DXOR�
&KDQ��3KLOLS�������³5HVROYLQJ�&RQVWUXFWLRQ�'LVSXWHV�LQ�6LQJDSRUH�± /LWLJDWLRQ��$UELWUDWLRQ�DQG�$'5´��7KH�,QWHUQDWLRQDO�&RQVWUXFWLRQ�/DZ�5HYLHZ �����������
&RRWHU��5REHUW�'��������³7KH�5XOH�RI�/DZ�9HUVXV�WKH�5XOH�RI�WKH�6WDWH��(FRQRPLF�$QDO\VLV�RI�WKH�/HJDO�)RXQGDWLRQV�RI�'HYHORSPHQW´��$QQXDO�:RUOG�%DQN�&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV�������:DVKLQJWRQ��'�&���:RUOG�%DQN�
&RUQHOO��6WHSKHQ�DQG�-RVHSK�3��.DOW�������³:KHUH�'RHV�(FRQRPLF�'HYHORSPHQW�5HDOO\�&RPH�)URP"�&RQVWLWXWLRQDO�5XOH�$PRQJ�WKH�&RQWHPSRUDU\�6LRX[�DQG�$SDFKH´�(FRQRPLF�,QTXLU\��-XO\������������������
'DNROLDV��0DULD�������³(FXDGRU��3ULYDWH�6HFWRU�$VVHVVPHQW´�:DVKLQJWRQ��'�&���:RUOG�%DQN��
'DNROLDV��0DULD�������,QLWLDWLYHV�LQ�/HJDO�DQG�-XGLFLDO�5HIRUP ��:DVKLQJWRQ��'�&����:RUOG�%DQN��/HJDO�DQG�-XGLFLDO�5HIRUP�8QLW��/HJDO�'HSDUWPHQW�
'DWWD��6DPDU�.��DQG�-HIIUH\�%��1XJHQW�������µ$GYHUVDU\�$FWLYLWLHV�DQG�3HU�&DSLWD�,QFRPH�*URZWK´��:RUOG�'HYHORSPHQW���������1RYHPEHU��
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(QWH]DUL��6KULULQ�2��������³,UDQLDQ�$UELWUDWLRQ�3URFHHGLQJV´�-RXUQDO�RI�,QWHUQDWLRQDO�$UELWUDWLRQ ����'HFHPEHU���������
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3RSNLQ��0DUJDUHW�������3HDFH�ZLWKRXW�-XVWLFH��2EVWDFOHV�WR�WKH�5XOH�RI�/DZ�LQ�(O�6DOYDGRU�6WDWH�&ROOHJH��3HQQV\OYDQLD�6WDWH�8QLYHUVLW\�3UHVV�
3RVQHU��5LFKDUG�$��������³&UHDWLQJ�D�/HJDO�)UDPHZRUN�IRU�(FRQRPLF�'HYHORSPHQW´�:RUOG�%DQN�5HVHDUFK�2EVHUYHU���������������
5RZDW��0DOFROP�DQG�-RVH�$VWLJDUUDJD�������/DWLQ�$PHULFDQ�,QVROYHQF\�6\VWHPV��$�&RPSDUDWLYH�$VVHVVPHQW�:DVKLQJWRQ��'�&���:RUOG�%DQN��:RUOG�%DQN�7HFKQLFDO�3DSHU�1R�������
6KDYHOO��6WHYHQ�������³6XLW��6HWWOHPHQW��DQG�7ULDO��$�7KHRUHWLFDO�$QDO\VLV�8QGHU�$OWHUQDWLYH�0HWKRGV�IRU�WKH�$OORFDWLRQ�RI�/HJDO�&RVWV´�-RXUQDO�RI�/HJDO�6WXGLHV ����-DQXDU\����������
6KHUZRRG��5REHUW�0���*HRIIUH\�6KHSKHUG�DQG�&HOVR�0DUFRV�GH�6RX]D�������³-XGLFLDO�6\VWHPV�DQG�(FRQRPLF�3HUIRUPDQFH´�7KH�4XDUWHUO\�5HYLHZ�RI�(FRQRPLFV�DQG�)LQDQFH ����6XPPHU�����������
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8QLWHG�6WDWHV�$JHQF\�IRU�,QWHUQDWLRQDO�'HYHORSPHQW�������$OWHUQDWLYH�'LVSXWH�5HVROXWLRQ�3UDFWLWLRQHUV�*XLGH��:DVKLQJWRQ��'�&���86$,'��&HQWHU�IRU�'HPRFUDF\�DQG�*RYHUQDQFH��7HFKQLFDO�3XEOLFDWLRQ�6HULHV���
:DOOLV��-RKQ�-RVHSK�DQG�'RXJODVV�&��1RUWK�������³0HDVXULQJ�WKH�7UDQVDFWLRQ�6HFWRU�LQ�WKH�$PHULFDQ�(FRQRP\�´�LQ�6�/��(QJHUPDQ�DQG�5�(� *DOOPDQ�HGV���/RQJ�WHUP�)DFWRUV�LQ�$PHULFDQ�(FRQRPLF�*URZWK��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV����������
:LOOLDPVRQ��2OLYHU�(�������7KH�,QVWLWXWLRQV�DQG�*RYHUQDQFH�RI�(FRQRPLF�'HYHORSPHQW�DQG�5HIRUP
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