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5HVXOWV�RI�WKLV�VWXG\�KDYH�EHHQ�SUHVHQWHG�DW�DQ�(&(6�URXQGWDEOH�GLVFXVVLRQ�LQ�6HSWHPEHU��������7KH�DXWKRUV�DUH�JUDWHIXO�WR�SDUWLFLSDQWV�DW�WKLV�URXQGWDEOH�GLVFXVVLRQ�IRU�YHU\�XVHIXO�LQSXW��6SHFLDO�WKDQNV�DUH�GXH�WR�$KPHG�*DODO�IRU�FRPPHQWV�RQ�HDUOLHU�GUDIWV�RI�WKLV�SDSHU��$OVR��LQSXW�RQ�OHJDO�PDWWHUV�IURP�7DKHU�+HOP\��1DJODD�1DVVDU��0RKDPHG�7DODDW��=LDG�%DKDD�(O�'LQ��0DNUDP�$]PL��DQG�*DPDO�1DGD�DUH�DSSUHFLDWHG���)LQDOO\��DV�LV�DOZD\V�WKH�FDVH��UHPDLQLQJ�HUURUV��UHVXOWV��DQG�FRQFOXVLRQV�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�DXWKRUV���
6DKDU�7RKDP\�DQG�1LKDO�(O�0HJKDUEHO�DUH�PHPEHUV�RI�WKH�(&(6�UHVHDUFK�6WDII���
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$EVWUDFW�
7KLV�SDSHU�DQDO\]HV�(J\SW¶V�H[SHULHQFH�LQ�LQWURGXFLQJ�SULYDWH�SDUWLFLSDWLRQ�LQ�DLUSRUW�DFWLYLW\��
KLJKOLJKWLQJ� LWV� VWUHQJWKV� DQG� ZHDNQHVVHV� LQ� OLJKW� RI� LQWHUQDWLRQDO� H[SHULHQFHV�� 7KH� VWXG\�
UHYLHZV�DLUSRUW�SULYDWL]DWLRQ�WUHQGV�LQ�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV��WKH�PDLQ�PHWKRGV�
RI�ILQDQFLQJ��DQG�WKH�FKDQJLQJ�UROH�RI� WKH�VWDWH�LQ�WKLV�DFWLYLW\��0RUH�LPSRUWDQWO\�� WKH�SDSHU�
UHYLHZV� WKH�PDLQ�UHJXODWRU\�SULQFLSOHV�QHFHVVDU\� WR�VDIHJXDUG� WKLV� LQGXVWU\�DJDLQVW�SRWHQWLDO�
DQWL�FRPSHWLWLYH� EHKDYLRU� DQG� HFRQRPLF� LQHIILFLHQFLHV� LQ� VXSSO\LQJ� WKH� VHUYLFH�� �7KH� SDSHU�
FRQFOXGHV� WKDW� (J\SW¶V� PRYH� WR� UHO\� RQ� SULYDWH� LQYHVWPHQW� LQ� DLUSRUWV� LV� FRQVLVWHQW� ZLWK�
LQWHUQDWLRQDO� WUHQGV�� � +RZHYHU�� GHOD\V� LQ� HVWDEOLVKLQJ� WKH� ULJKW� LQVWLWXWLRQDO� DQG� UHJXODWRU\�
HQYLURQPHQW� IRU� WKLV� DFWLYLW\� PD\� FRPSURPLVH� HIIHFWLYH� SULYDWH� SDUWLFLSDWLRQ� LQ� DLUSRUWV���
7KXV�� WKH� VWXG\� UHFRPPHQGV� WKDW� PRUH� DWWHQWLRQ� EH� JLYHQ� WR� HVWDEOLVKLQJ� FRPSUHKHQVLYH�
HFRQRPLF� UHJXODWLRQ� DV� D� SUH�UHTXLVLWH� IRU� D� VWURQJ� SULYDWH� UROH� LQ� WKH� SURYLVLRQ� RI� DLUSRUW�
VHUYLFHV�LQ�(J\SW��
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,��,QWURGXFWLRQ�
7KH�����V�VDZ�D�GUDPDWLF�VWUHQJWKHQLQJ�LQ�WKH�UROH�RI�SULYDWH�RSHUDWRUV�DQG�LQYHVWRUV�LQ�
WUDQVSRUW�LQIUDVWUXFWXUH�ZRUOGZLGH��7KLV�JURZLQJ�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�KDV�RIWHQ�
UHIOHFWHG�FKDQJLQJ�LGHRORJLHV�DERXW�WKH�UROH�RI�WKH�VWDWH�DQG�GLVVDWLVIDFWLRQ�ZLWK�SXEOLFO\�
SURYLGHG�VHUYLFHV��,Q�DGGLWLRQ��PRXQWLQJ�HPSLULFDO�UHVHDUFK�VXJJHVWV�WKDW�SULYDWH�RZQHUVKLS�
DQG�PDQDJHPHQW�RI�WKHVH�VHUYLFHV�SURGXFH�VXSHULRU�UHVRXUFH�DOORFDWLRQ���

7KHVH�WUHQGV��FRPELQHG�ZLWK�WKH�SUHGRPLQDQWO\�SXEOLF�VXSSO\�RI�LQIUDVWUXFWXUH�VHUYLFHV�LQ�
PDQ\�FRXQWULHV��DV�ZHOO�DV�JRYHUQPHQWV�DFWLQJ�DV�ERWK�RZQHUV�DQG�UHJXODWRUV�LQ�WKHVH�
DFWLYLWLHV��XQGHUVFRUH�WKH�QHHG�WR�DGGUHVV�WKH�LVVXH�RI�LQWURGXFLQJ�SULYDWH�SDUWLFLSDWLRQ�LQ�WKHVH�
DFWLYLWLHV�DV�D�FRPSOH[�SURFHVV�RI�SULYDWL]DWLRQ�FXP�UHJXODWLRQ��$FFRUGLQJ�WR�(VWDFKH�DQG�GH�
5XV��������³JHWWLQJ�WKH�SULYDWH�VHFWRU�LQYROYHG�PD\�EH�WKH�HDV\�SDUW�RI�WUDQVIRUPLQJ�WKLV�
VHFWRU��+DYLQJ�JRYHUQPHQWV�HIIHFWLYHO\�WDNH�RQ�WKHLU�QHZ�UROH�DV�UHJXODWRUV�PD\�EH�WKH�
WRXJKHVW�FKDOOHQJH´����

$LUSRUWV�SRVH�QR�H[FHSWLRQ�LQ�HLWKHU�WKHLU�QHHG�IRU�ILQDQFLQJ�RU�WKHLU�QHHG�IRU�HIIHFWLYH�
UHJXODWLRQ��7KLV�PHDQV�WKDW�WKH�SUHVVXUH�WR�LQWURGXFH�SULYDWH�SDUWLFLSDWLRQ�LQ�DLUSRUW�DFWLYLW\�
FDQQRW�EH�DGGUHVVHG�ZLWKRXW�FRQVLGHUDWLRQV�RI�HFRQRPLF�HIILFLHQF\��7KHUHIRUH��WKH�FULWLFDO�
TXHVWLRQ�LV��KRZ�DLUSRUW�VHUYLFHV�FDQ�EH�ILQDQFHG��VXEMHFW�WR�D�FRQVWUDLQW�RI�HFRQRPLF�
HIILFLHQF\"�2U�FRQYHUVHO\��KRZ�HFRQRPLF�HIILFLHQF\�FDQ�EH�PD[LPL]HG�VXEMHFW�WR�OLPLWDWLRQV�
RQ�ILQDQFH"��

7KH�REMHFWLYH�RI�WKLV�VWXG\�LV�WR�DQDO\]H�(J\SW¶V�H[SHULHQFH�RI�LQWURGXFLQJ�SULYDWH�
SDUWLFLSDWLRQ�LQ�DLUSRUW�DFWLYLW\�DQG�WR�KLJKOLJKW�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�WKLV�
H[SHULHQFH�LQ�OLJKW�RI�ZRUOGZLGH�WUHQGV�DQG�RWKHU�FRXQWULHV¶�H[SHULHQFHV��7KH�LGHD�LV�WR�
SURYLGH�D�PHDQV�E\�ZKLFK�WKH�JRYHUQPHQW�FDQ�EDODQFH�LWV�LQWHUHVW�LQ�DWWUDFWLQJ�SULYDWH�
LQYHVWRUV�LQ�DLUSRUW�DFWLYLW\�DQG�HQVXUH�WKDW�HFRQRPLF�HIILFLHQF\��DQG�ZHOIDUH��LV�QRW�
FRPSURPLVHG��7KH�SDSHU�LV�RUJDQL]HG�DV�IROORZV��6HFWLRQ�,,�VXPPDUL]HV�SULYDWL]DWLRQ�WUHQGV�
ZRUOGZLGH�DQG�KLJKOLJKWV�WKH�PDLQ�IHDWXUHV�RI�(J\SW¶V�DLUSRUW�SULYDWL]DWLRQ�GHYHORSPHQWV���
6HFWLRQ�,,,�DQDO\]HV�LQYHVWPHQW�QHHGV�DQG�ILQDQFLQJ�DOWHUQDWLYHV�LQ�WKH�FRQWH[W�RI�FRQVWUDLQHG�
FDSDFLW\�DQG�SDWWHUQV�WR�UDWLRQDOL]H�WKH�UROH�RI�WKH�VWDWH�LQ�RZQHUVKLS�DQG�ILQDQFH�RI�DLUSRUW�
DFWLYLWLHV��6HFWLRQ�,9�UHYLHZV�WKH�PDLQ�UHJXODWRU\�SULQFLSOHV�WR�VDIHJXDUG�DLUSRUW�DFWLYLW\�
DJDLQVW�DQWLFRPSHWLWLYH�DQG�HFRQRPLFDOO\�LQHIILFLHQW�RXWFRPHV��DQG�VXUYH\V�UHJXODWRU\�
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RSWLRQV�DOUHDG\�LPSOHPHQWHG�LQ�GLIIHUHQW�FRXQWULHV��6HFWLRQ�9�FRQFOXGHV�DQG�JLYHV�SROLF\�
UHFRPPHQGDWLRQV�IRU�(J\SW��
,,��7UHQGV�LQ�3ULYDWH�3DUWLFLSDWLRQ�LQ�$LUSRUW�$FWLYLW\�
7UDGLWLRQDOO\��DLUSRUWV�KDYH�EHHQ�RZQHG�DQG�RSHUDWHG�E\�JRYHUQPHQWV�EHFDXVH�DLUSRUW�
LQIUDVWUXFWXUH�ZDV�FRPPRQO\�EHOLHYHG�WR�EH�D�SXEOLF�XWLOLW\��&KDQJHV�LQ�WKH�RZQHUVKLS�DQG�
PDQDJHPHQW�RI�DLUSRUWV�FRPPHQFHG�LQ�WKH�ODWH�VL[WLHV��7KLV�WUHQG�LQWHQVLILHG�LQ�WKH�ODWH�
HLJKWLHV�DQG�HDUO\�QLQHWLHV��ZKHQ�DLUSRUWV�ZHUH�QR�ORQJHU�FRQVLGHUHG�WR�H[KLELW�IHDWXUHV�RI�WKH�
WUDGLWLRQDO�SXEOLF�XWLOLW\�PRGHO��6LQFH�WKHQ��VHYHUDO�JRYHUQPHQWV�KDYH�ORRNHG�DW�DLUSRUWV�DV�
EXVLQHVV�RSSRUWXQLWLHV�WKDW�VKRXOG�EH�GLVFRYHUHG�DQG�VRPH�RI�WKHP�FDXWLRXVO\�VWDUWHG�WKH�
SURFHVV�RI�SULYDWL]LQJ�FRPPHUFLDO�VHUYLFH�DLUSRUWV��
&KDUDFWHULVWLFV�RI�:RUOGZLGH�7UHQGV�
'HYHORSHG�FRXQWULHV�VWDUWHG�WKH�WUHQG�WRZDUGV�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LQ�DLUSRUW�DFWLYLW\��
7KH�8QLWHG�.LQJGRP�LPSOHPHQWHG�LWV�ILUVW�DLUSRUW�SULYDWL]DWLRQ�LQ�������&XUUHQWO\��WKH�%ULWLVK�
DLUSRUW�QHWZRUN�LV�SUHGRPLQDQWO\�SULYDWH��ZKHUH�RQH�FRPSDQ\��WKH�%ULWLVK�$LUSRUW�$XWKRULW\�
�%$$���RZQV�DQG�PDQDJHV�PRVW�PDMRU�DLUSRUWV�LQ�WKH�8.��$OVR��UHFHQWO\�WKH�8.�KDV�WHQGHUHG�
DQ�RIIHU�IRU�WKH�SULYDWL]DWLRQ�RI�LWV�DLU�WUDIILF�FRQWURO�V\VWHP��$7&���2WKHU�FRXQWULHV�VXFK�DV�
$XVWUDOLD�KDYH�FKRVHQ�WR�DOORZ�H[WHQVLYH�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LQ�DLUSRUW�DFWLYLW\�
WKURXJK�ORQJ�WHUP�OHDVLQJ�FRQWUDFWV��&XUUHQWO\����DLUSRUWV�DUH�XQGHU����\HDU�SULYDWH�OHDVHV��
ZLWK�WKH�RSWLRQ�RI�H[WHQVLRQ�WR�DQRWKHU����\HDUV��%HWDQFRU�DQG�5HQGHLUR���������)RU�DLUSRUWV�
LQ�(XURSH��FRXQWULHV�KDYH�UHOLHG�PRUH�RQ�SDUWLDO�GLYHVWLWXUHV�DQG�RU�SULYDWH�PDQDJHPHQW�
FRPELQDWLRQV��9LHQQD��=XULFK��DQG�&RSHQKDJHQ�DLUSRUWV�DOO�FRPH�XQGHU�WKLV�FDWHJRU\��

/DWLQ�$PHULFD�ZDV�WKH�ILUVW�WR�IROORZ�UHJLRQ�GHYHORSHG�FRXQWULHV�LQ�WKH�LQWURGXFWLRQ�RI�WKH�
SULYDWH�VHFWRU�LQWR�DLUSRUW�DFWLYLW\�DQG�OHG�WKH�ZD\�IRU�WKH�GHYHORSLQJ�ZRUOG��3DWWHUQV�RI�
SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LQ�GHYHORSLQJ�FRXQWULHV�LQ�WKH�SDVW�GHFDGH�FDQ�EH�DQDO\]HG�XVLQJ�
GDWD�IURP�WKH�3ULYDWH�3DUWLFLSDWLRQ�LQ�,QIUDVWUXFWXUH�GDWDVHW��33,���DFFXPXODWHG�E\�WKH�:RUOG�
%DQN�RYHU�WKH�SHULRG����������$FFRUGLQJ�WR�WKLV�GDWDVHW��WKH�DFFXPXODWHG�YDOXH�RI�LQYHVWPHQW�
LQ�SURMHFWV�ZLWK�SULYDWH�SDUWLFLSDWLRQ�LQ�LQIUDVWUXFWXUH�LQ�GHYHORSLQJ�FRXQWULHV�UHDFKHG�FORVH�WR�
����ELOOLRQ�86�GROODUV��7DEOH�����7KH�EXON�RI�WKLV�SDUWLFLSDWLRQ�WDUJHWHG�WHOHFRPPXQLFDWLRQV�

�������������������������������������������������
��(VWDFKH�DQG�GH�5XV��������S��L[��
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����SHUFHQW���HOHFWULFLW\�����SHUFHQW���DQG�URDGV�����SHUFHQW����2WKHU�VHFWRUV�IROORZHG��ZLWK�
DLUSRUWV�WUDLOLQJ�DW�RQO\�����SHUFHQW�RI�WRWDO�DFFXPXODWHG�LQYHVWPHQW���
�
7DEOH���7RWDO�3ULYDWH�6HFWRU�,QYHVWPHQW�LQ�,QIUDVWUXFWXUH�3URMHFWV�����������

,QIUDVWUXFWXUH� 7RWDO�,QYHVWPHQW��ELOOLRQ����������� �SHUFHQW�RI�WRWDO�
7HOHFRP� ���� �����(OHFWULFLW\� ���� �����5RDGV� ��� �����:DWHU� ��� ������1DWXUDO�*DV� ��� ������5DLO� ��� ������3RUWV� ��� ������$LUSRUWV� �� ������7RWDO� ���� ����
6RXUFH��:RUOG�%DQN���������

$V�IRU�W\SH�RU�PRGH�RI�SULYDWH�SDUWLFLSDWLRQ�LQ�LQIUDVWUXFWXUH��LW�YDULHV�IURP�RQH�VHFWRU�WR�
WKH�RWKHU��7DEOH������)RU�D�JORVVDU\�RI�WKH�PRGHV�RI�SULYDWL]DWLRQ�DQG�WKHLU�FKDUDFWHUL]LQJ�
IHDWXUHV��UHIHU�WR�$SSHQGL[�����,Q�DLUSRUWV��RSHUDWLRQ�DQG�PDQDJHPHQW�FRQWUDFWV�ZLWK�PDMRU�
LQYHVWPHQW�DFFRXQW�IRU�WKH�EXON�RI�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�����SHUFHQW�RI�WRWDO�LQYHVWPHQW�
YDOXH�DQG����RXW�RI�WKH�UHFRUGHG����SURMHFWV���,Q�HOHFWULFLW\��WKH�EXON�RI�SULYDWH�SDUWLFLSDWLRQ�
FRPHV�LQ�WKH�IRUP�RI�*UHHQILHOG�SURMHFWV�����SHUFHQW�RI�LQYHVWPHQW�YDOXH��DQG�GLYHVWLWXUH�����
SHUFHQW���2SHUDWLRQ�DQG�PDQDJHPHQW�FRQWUDFWV�ZLWK�PDMRU�LQYHVWPHQW�DUH�DOVR�WKH�GRPLQDQW�
W\SH�RI�LQYHVWPHQW�LQ�SRUWV�����SHUFHQW���UDLO�����SHUFHQW���URDGV�����SHUFHQW��DQG�ZDWHU�����
SHUFHQW��SURMHFWV��%RWK�WHOHFRPPXQLFDWLRQ�LQIUDVWUXFWXUH�DQG�QDWXUDO�JDV�GHSHQG�SULPDULO\�RQ�
GLYHVWLWXUH�����SHUFHQW�DQG����SHUFHQW�UHVSHFWLYHO\���IROORZHG�E\�*UHHQILHOG�SURMHFWV�����
SHUFHQW�DQG����SHUFHQW��UHVSHFWLYHO\����
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7DEOH�����0RGHV�RI�3ULYDWH�3DUWLFLSDWLRQ�LQ�,QIUDVWUXFWXUH����������
,QIUDVWUXFWXUH�$FWLYLW\�0RGH�RI�3DUWLFLSDWLRQ� ��3URMHFWV� ,QYHVWPHQW���86��PLOOLRQ�� ,QYHVWPHQW���3HUFHQW��
�$LUSRUWV� 'LYHVWLWXUH� ��� ������ ����� *UHHQILHOG� ��� ���� ���� 20� �� �� ���� 20�ZLWK�FDSLWDO�H[SHQGLWXUH� ��� ������ ���
�� 7RWDO� ��� ������ ����
�(OHFWULFLW\� 'LYHVWLWXUH� ���� ������� ����� *UHHQILHOG� ���� ������� ����� 20� ��� �� ��
�� 20�ZLWK�FDSLWDO�H[SHQGLWXUH� ��� ������ ��
�� 7RWDO� ���� �������� ����
1DWXUDO�*DV� 'LYHVWLWXUH� ��� ������� ����� *UHHQILHOG� ��� ������� ����� 20� �� �� ���� 20�ZLWK�FDSLWDO�H[SHQGLWXUH� �� ���� ��
�� 7RWDO� ��� ������� ����
�3RUWV� 'LYHVWLWXUH� �� ���� ���� *UHHQILHOG� ��� ������ ����� 20� ��� �� ���� 20�ZLWK�FDSLWDO�H[SHQGLWXUH� ��� ������ ���
�� 7RWDO� ���� ������� ����
�5DLO� 'LYHVWLWXUH� �� ���� ���� *UHHQILHOG� �� ������ ����� 20� �� �� ���� 20�ZLWK�FDSLWDO�H[SHQGLWXUH� ��� ������� ���
�� 7RWDO� ��� ������� ����
�5RDG� 'LYHVWLWXUH� �� ������ ���� *UHHQILHOG� ��� ������ ����� 20� �� �� ���� 20�ZLWK�FDSLWDO�H[SHQGLWXUH� ���� ������� ���
�� 7RWDO� ���� ������� ����
�7HOHFRP� 'LYHVWLWXUH� ���� �������� ����� *UHHQILHOG� ���� ������� ����� 20� �� ��� ���� 20�ZLWK�FDSLWDO�H[SHQGLWXUH� �� ������ ��
�� 7RWDO� ���� �������� ����
�:DWHU� 'LYHVWLWXUH� ��� ������ ����� *UHHQILHOG� ��� ������ ����� 20� ��� ��� ���� 20�ZLWK�FDSLWDO�H[SHQGLWXUH� ��� ������� ���
�� 7RWDO� ���� ������� ����
6RXUFH��:RUOG�%DQN���������

$OVR��FHUWDLQ�UHJLRQV�DSSHDU�WR�EH�OHDGLQJ�LQ�LQWURGXFLQJ�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LQ�
LQIUDVWUXFWXUH�LQ�JHQHUDO��0RVW�RI�WKH�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LQ�LQIUDVWUXFWXUH�SURMHFWV�LV�
FRQFHQWUDWHG�LQ�/DWLQ�$PHULFD�DQG�WKH�&DULEEHDQ��DQG�(DVW�$VLD�DQG�WKH�3DFLILF��/DWLQ�



(&(6�:3���7RKDP\�	�(O�0HJKDUEHO�'HFHPEHU������

��

$PHULFD�LV�GRPLQDQW�LQ�DOO�VHFWRUV�H[FHSW�LQ�SRUWV�ZKHUH�(DVW�$VLD�DQG�WKH�3DFLILF�GRPLQDWH�
�7DEOH�����$V�IRU�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD�UHJLRQ��SULYDWH�SDUWLFLSDWLRQ�LQ�HOHFWULFLW\�
SURMHFWV�GRPLQDWH�IROORZHG�E\�QDWXUDO�JDV�SURMHFWV��7KH�VKDUH�RI�DLUSRUW�SURMHFWV�LV�WKH�ORZHVW���
7DEOH����5HJLRQDO�'LVWULEXWLRQ�RI�3ULYDWH�3DUWLFLSDWLRQ�LQ�6HOHFWHG�,QIUDVWUXFWXUH�6HFWRUV�

��
(DVW�$VLD�	�3DFLILF� (XURSH�	�&HQWUDO�$VLD� /DWLQ�$PHULFD�	�&DULEEHDQ� 0(1$� 6RXWK�$VLD� 6XE�6DKDUDQ�$IULFD�

$LUSRUW�� ������ ������ ������ ���� ���� ����
3RUW�� ������ ��� ������ ���� ���� ���
(OHFWULFLW\�� ������� ������� ������� ������ ������� ������
1DWXUDO�*DV�� ������ ������ ������ ������ ��� ���
7RWDO� ������� ������� ������� ������� ������� ������
1RWHV���'DWD�FRYHUV�WKH�SHULRG����������DQG�LWV�LQ������86��PLOOLRQ� � � �
��������������������'DWD�FRYHUV�WKH�SHULRG����������DQG�LWV�LQ������86��PLOOLRQ� � � �
�6RXUFH��:RUOG�%DQN���������

'HVSLWH�SULYDWL]DWLRQ�WUHQGV�DQG�WKH�JURZLQJ�LQWHUHVW�LQ�D�VWURQJHU�UROH�IRU�WKH�SULYDWH�VHFWRU�
LQ�WKLV�LQGXVWU\��JRYHUQPHQW�RZQHUVKLS�RI�DLUSRUWV�VWLOO�GRPLQDWHV�WKH�VHFWRU��)URP�WKH�UHVXOWV�
RI�D�VXUYH\�RI�����DLUSRUWV�LQ����FRXQWULHV��FRQGXFWHG�LQ����������DLUSRUWV�RXW�RI���������
SHUFHQW�RI�VXUYH\HG�DLUSRUWV��FXUUHQWO\�LQ�RSHUDWLRQ�DUH�XQGHU�VRPH�NLQG�RI�JRYHUQPHQW�
RZQHUVKLS��JRYHUQPHQW��FLYLO�DYLDWLRQ��PLQLVWU\��RU�PXQLFLSDO�JRYHUQPHQW���7KH�LQIOXHQFH�RI�
SULYDWL]DWLRQ�DQG�LQFUHDVHG�SULYDWH�SDUWLFLSDWLRQ��LQ�JHQHUDO��DSSHDUV�JUHDWHU�ZKHQ�DQDO\]LQJ�
WKH�LQGXVWU\¶V�SODQQHG�LQYHVWPHQW��7DEOH�����)RU�LQVWDQFH��ZH�ILQG�WKDW�ZKLOH�FHUWDLQ�IRUPV�RI�
SULYDWH�VHFWRU�SDUWLFLSDWLRQ�UDQNHG�WKH�ORZHVW�LQ�WHUPV�RI�WKHLU�IUHTXHQF\�RI�DGRSWLRQ�LQ�
H[LVWLQJ�DLUSRUWV��FRQFHVVLRQV��PDQDJHPHQW�FRQWUDFWV�DQG�SULYDWH�RZQHUVKLS�UHSUHVHQW�WKH�
PDMRU�PRGHV�RI�ILQDQFLQJ�IRU�QHZ�LQYHVWPHQWV��2I�WKH����FRXQWULHV�LQGLFDWLQJ�QHZ�LQYHVWPHQW�
LQ�DLUSRUWV��VL[WHHQ�UHO\�RQ�FRQFHVVLRQV�DQG�HOHYHQ�UHO\�RQ�LQYHVWPHQW�E\�SULYDWHO\�RZQHG�DQG�
PDQDJHG�HQWLWLHV��7KLV�FRPSDUHV�WR�RQO\����FRXQWULHV�UHO\LQJ�RQ�JRYHUQPHQW�RZQHUVKLS�DQG���
UHO\LQJ�RQ�FLYLO�DYLDWLRQ�DXWKRULWLHV�WR�LPSOHPHQW�QHZ�LQYHVWPHQW�LQ�DLUSRUWV���

7KHUHIRUH��ZRUOGZLGH�WUHQGV�VXJJHVW�D�VWURQJ�PRYH�WRZDUG�SULYDWH�SDUWLFLSDWLRQ�LQ�DLUSRUW�
DFWLYLW\���0HDQZKLOH�LQ�(J\SW��D�SURJUDP�LV�DOUHDG\�XQGHUZD\�WR�DFFRPSOLVK�D�VLPLODU�JRDO��
7KH�IROORZLQJ�VHFWLRQ�VXUYH\V�WKH�PDLQ�IHDWXUHV�RI�UHFHQW�GHYHORSPHQWV�LQ�WKH�LQWURGXFWLRQ�RI�
WKH�SULYDWH�VHFWRU�LQWR�(J\SWLDQ�DLUSRUWV��
����

������
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7DEOH����:RUOGZLGH�0RGHV�RI�$LUSRUWV�2ZQHUVKLS���QXPEHU�RI�FRXQWULHV��
5HJLRQ� *RYW��RZQHG�HQWLW\�

&LYLO��$YLDWLRQ�'LUHFWRUDWH�
0LQLVWU\��RU�RWKHU��*RYW��'HSW�

5HJLRQDO�RU�0XQLFLSDO��*RYW��
&RQFHVVLRQ�RU�OHDVLQJ�� 3ULYDWH� 2WKHU�

$VLD�3DFLILF� � � � � � � �
&XUUHQW� ��� �� �� �� �� �� ��3ODQQHG� �� �� �� �� �� �� ��

�0LGGOH�(DVW�
� � � � � � �

&XUUHQW� �� �� �� �� �� �� ��3ODQQHG� �� �� �� �� �� �� ��
�$IULFD�

� � � � � � �
&XUUHQW� ��� �� �� �� �� �� ��������3ODQQHG� �� �� �� �� �� �� ��

�(XURSH�
� � � � � � �

&XUUHQW� ��� �� �� �� �� �� ��3ODQQHG� �� �� �� �� �� �� ��
�1RUWK�$PHULFD�

� � � � � � �
��������&XUUHQW� �� �� �� �� �� �� ��3ODQQHG� �� �� �� �� �� �� ��
�&DULEEHDQ�&HQWUDO�	�6RXWK�$PHULFD�

� � � � � � �

&XUUHQW� �� �� �� �� �� �� ��3ODQQHG� �� �� �� �� �� �� ��
7RWDO� � � � � � � �&XUUHQW� ��� ��� ��� ��� �� �� ��3ODQQHG� ��� �� �� �� ��� ��� ��
6RXUFH��,&$2������J���

3ULYDWL]DWLRQ�'HYHORSPHQWV�LQ�(J\SW�
7KH�SULYDWL]DWLRQ�HQYLURQPHQW�RI�LQIUDVWUXFWXUH�LQ�(J\SW�LV�GHWHUPLQHG�E\�D�QXPEHU�RI�
SDUDPHWHUV��7KH�ILUVW�VHW�RI�SDUDPHWHUV�GHWHUPLQLQJ�WKLV�HQYLURQPHQW�GHULYH�IURP�ODZV�
H[HPSWLQJ�VHOHFWHG�XWLOLW\�VHFWRUV�IURP�WKH�SUHYLRXVO\�SDVVHG�/DZ����������DPHQGHG�E\�/DZ�
���������ZKLFK�UHVHUYH�RZQHUVKLS�RI�XWLOLWLHV�WR�WKH�SXEOLF�VHFWRU���/DZ��������IRU�DLUSRUWV��
DQG�/DZ����������IRU�HOHFWULFLW\�JHQHUDWLRQ��DOORZ�SULYDWH�SDUWLFLSDWLRQ�LQ�WKHVH�DFWLYLWLHV��
ZLWKRXW�DOORZLQJ�IXOO�SULYDWH�RZQHUVKLS�ULJKWV��7KH�GHFLVLRQ�WR�PDLQWDLQ�WKLV�UHVHUYDWLRQ�RQ�
SULYDWH�RZQHUVKLS�RI�XWLOLWLHV�UHVXOWHG�LQ�D�UHOLDQFH�RQ�FRQFHVVLRQDU\�DUUDQJHPHQWV�ZKHQ�
DOORZLQJ�WKH�SULYDWH�VHFWRU�LQYROYHPHQW�LQ�WKHVH�DFWLYLWLHV��
� 7KH�VWUXFWXUDO�DGMXVWPHQW�SURJUDP��(56$3��ZKLFK�HPSKDVL]HG�WKH�UHGXFWLRQ�RI�WKH�UROH�RI�
WKH�VWDWH�LQ�HFRQRPLF�DFWLYLW\�LQ�JHQHUDO�DQG�LQWURGXFHG�SULYDWL]DWLRQ�RI�SXEOLF�HQWHUSULVHV�
XQGHU�/DZ������UHSUHVHQWV�WKH�VHFRQG�SDUDPHWHU���)XUWKHU�VWHSV�LQ�SULYDWL]DWLRQ�LQFOXGHG�
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SDVVLQJ�ODZV�WKDW�DOORZ�SULYDWL]DWLRQ�RI�SXEOLF�HQWHUSULVHV�LQ�NH\�VHFWRUV�VXFK�DV�EDQNLQJ��/DZ�
����������DQG�LQVXUDQFH��/DZ�������������
� :KLOH�WKHVH�LQGLFDWRUV�UHSUHVHQW�HOHPHQWV�IRU�WKH�HQFRXUDJHPHQW�RI�SULYDWH�SDUWLFLSDWLRQ�LQ�
HFRQRPLF�DFWLYLW\�LQ�JHQHUDO��/DZ��������DQG�7KH�0LQLVWU\�RI�7UDQVSRUWDWLRQ¶V�,QYHVWPHQW�
DQG�3ULYDWH�3DUWLFLSDWLRQ�3ODQ�DUH�WKH�PDLQ�GHWHUPLQDQWV�RI�WKH�SULYDWL]DWLRQ�HQYLURQPHQW�IRU�
DLUSRUW�DFWLYLW\�LQ�(J\SW���7KH�PDLQ�HOHPHQWV�RI�HDFK�RI�WKHVH�SDUDPHWHUV�DUH�GLVFXVVHG�LQ�WKH�
IROORZLQJ�VHFWLRQV��
/DZ���RI�WKH�<HDU�������7KH�$LUSRUW�%27�/DZ�
/DZ���ZDV�LVVXHG�LQ������WR�DOORZ�SULYDWH�LQYHVWRUV�WR�EXLOG�DQG�RSHUDWH�FRPPHUFLDO�DLUSRUWV��
,W�UHJXODWHV�WKH�HVWDEOLVKPHQW��RSHUDWLRQ��DQG�PDQDJHPHQW�RI�DLUSRUWV�ZLWKRXW�UHVWULFWLRQV�
LPSRVHG�RQ�WKH�DFWLYLW\�E\�SURYLVLRQV�RI�3XEOLF�8WLOLW\�/DZV����������DQG�/DZ����������/DZ�
�������DOORZV�SULYDWH�SDUWLFLSDWLRQ�LQ�DLUSRUWV�WKURXJK�FRQFHVVLRQV�WKDW�ODVW�IRU�SHULRGV�WKDW�
VKDOO�QRW�H[FHHG����\HDUV��,W�VWLSXODWHV�WKDW�PDQ\�RI�WKH�GHWDLOV�RI�WKH�RSHUDWLRQ��LQFOXGLQJ�
FKDUJHV�DQG�IHHV�IRU�VHUYLFHV��HQWU\��OLFHQVHV��XVH��RFFXSDWLRQ��H[SORLWDWLRQ�DQG�ZDWHU�DQG�
HOHFWULFLW\�FRQVXPSWLRQ�YDOXH��ZLOO�EH�GHWHUPLQHG�E\�WKH�FRQFHVVLRQ�FRQWUDFW���,Q�DGGLWLRQ��WKH�
/DZ�DOORZV�IRUHLJQ�LQYHVWRUV�WR�SDUWLFLSDWH�LQ�WKH�HVWDEOLVKPHQW��RSHUDWLRQ��DQG�PDQDJHPHQW�
RI�DLUSRUWV��

$V�DQ�DFWLYLW\�WKDW�LV�SXUVXHG�DQG�HQFRXUDJHG�E\�WKH�JRYHUQPHQW��DLUSRUW�DFWLYLW\�ZDV�
LQFOXGHG�XQGHU�WKH�,QYHVWPHQW�,QFHQWLYH�/DZ��/DZ����������WKXV�TXDOLI\LQJ�IRU�WD[�
H[HPSWLRQV�DQG�KROLGD\V��,Q�DGGLWLRQ��WKH�JRYHUQPHQW�DOORZHG�IRU�WKH�ULJKW�RI�DUELWUDWLRQ�WR�EH�
DJUHHG�XSRQ�LQ�FRQFHVVLRQ�FRQWUDFWV�RI�SXEOLF�XWLOLWLHV��DQG�WKH�(J\SWLDQ�$UELWUDWLRQ�/DZ�ZDV�
DPHQGHG�DFFRUGLQJO\��)RU�RWKHU�OHJDO�PDWWHUV�JRYHUQLQJ�WKH�HVWDEOLVKPHQW�RI�DLUSRUW�
FRPSDQLHV�UHSUHVHQWLQJ�SDUWQHUV��WKH�JRYHUQLQJ�ODZ�LV�WKH�3ULYDWH�&RPSDQ\�/DZ������������
7KH�0LQLVWU\�RI�7UDQVSRUWDWLRQ�3ODQ�IRU�$LUSRUW�'HYHORSPHQW�
,Q�DGGLWLRQ�WR�WKH�OHJDO�HQYLURQPHQW�HVWDEOLVKHG�E\�YDULRXV�ODZV��DQG�WR�UHVSRQG�WR�FRQVWUDLQWV�
RQ�JRYHUQPHQW�ILQDQFLQJ�RI�LQYHVWPHQW�LQ�DLUSRUWV��WKH�0LQLVWU\�RI�7UDQVSRUWDWLRQ�DQG�WKH�
(J\SWLDQ�&LYLO�$YLDWLRQ�$XWKRULW\��(&$$��KDYH�DGRSWHG�D�SODQ�WKDW�µDLPV�DW�HVWDEOLVKLQJ�QHZ�
DLUSRUWV�LQ�QHZ�ORFDWLRQV�ZKHUH�GHPDQG�IRU�DLUSRUW�VHUYLFHV�LV�ULVLQJ�DV�ZHOO�DV�GHYHORSLQJ�
H[LVWLQJ�DLUSRUWV¶��7KH�0LQLVWU\�SURSRVHV�WR�UHO\�RQ�WKH�SULYDWH�VHFWRU�WR�DFKLHYH�LWV�DLUSRUW�
QHWZRUN�H[SDQVLRQ�SODQ�SULPDULO\�WKURXJK�%27�FRQWUDFWV����

$FFRUGLQJ�WR�WKH�0LQLVWU\¶V�SODQ��WRWDO�LQYHVWPHQW�UHTXLUHG�WR�GHYHORS�DQG�PRGHUQL]H�
H[LVWLQJ�DLUSRUWV�DQG�WR�EXLOG�QHZ�RQHV��DPRXQWV�WR�/(�����ELOOLRQ�RYHU�WKH�QH[W����\HDUV��
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�)RU�D�GHWDLOHG�SODQ�RI�WKH�UHTXLUHG�LQYHVWPHQW�VHH�$SSHQGL[�����7KLV�FRPSUHKHQVLYH�QDWLRQDO�
SODQ�VHHNV�WR�H[SDQG�WKH�QXPEHU�RI�DLUSRUWV�DQG�GHYHORS�H[LVWLQJ�RQHV�WR�UHDFK�D�WRWDO�RI����
DLUSRUWV�VHUYLQJ�WRXULVP��DJULFXOWXUH��LQGXVWU\�DQG�RYHUDOO�GHYHORSPHQW�QHHGV�ZLWKRXW�WKH�
DGGLWLRQ�RI�QHZ�EXUGHQV�WR�WKH�6WDWH�%XGJHW���
$FFRUGLQJ�WR�WKH�SODQ��WKH�PDLQ�SLOODUV�RI�WKLV�VWUDWHJ\�DUH���
��� (VWDEOLVKLQJ�DQG�FRPPLVVLRQLQJ�QHZ�DLUSRUWV��$LUSRUWV�FXUUHQWO\�FORVHG�VXFK�DV�

$VVLXW��3RUW�6DLG��7DED�DQG�7RU��DQG�QHZ�DLUSRUWV�LQ�(DVW�$ZDQDW��'DNKOD�DQG�.KDUJD��
0DUVD�$ODP��5DV�6LGU��DQG�$ODPHLQ���

��� 'HYHORSPHQW�RI�H[LVWLQJ�DLUSRUWV��7KLV�LV�GRQH�WKURXJK�H[SDQGLQJ�DQG�GHYHORSLQJ�
H[LVWLQJ�DLUSRUWV�WR�DFFRPPRGDWH�D�ODUJHU�QXPEHU�RI�DLUFUDIWV�DQG�E\�HQKDQFLQJ�
SDVVHQJHU�FOHDUDQFH�DUHDV��$OVR��WKH�EXLOGLQJ�RI�QHZ�DLU�FRQWURO�V\VWHPV�DQG�
DXWRPDWLRQ�RI�IOLJKW�LQIRUPDWLRQ�DQG�WKH�JHQHUDO�GHYHORSPHQW�RI�FRPPXQLFDWLRQ�
V\VWHPV��$LUSRUWV�LQ�WKLV�FDWHJRU\�LQFOXGH�$VZDQ��/X[RU��+XUJKDGD�DQG�6KDUP�(O�
6KHLNK����

��� (QKDQFLQJ�WKH�UROH�RI�WKH�SULYDWH�VHFWRU�LQ�DLUSRUW�DFWLYLW\�WKURXJK�%27�
DUUDQJHPHQWV��&RQWUDFWV�ZHUH�FRQFOXGHG�ZLWK�LQYHVWRUV�WR�EXLOG�DLUSRUWV�LQ�YDULRXV�
DUHDV�RI�(J\SW�VXFK�DV�WKH�DLUSRUWV�RI�0DUVD�$ODP��$ODPHLQ��$O�)DUDIUD��5DV�6LGU�DQG�
6RKDJ����

7KHVH�SULYDWH�SDUWLFLSDWLRQ�WUHQGV��ERWK�ZRUOGZLGH�DQG�LQ�(J\SW��KDYH�GHYHORSHG�LQ�
UHVSRQVH�WR�D�QXPEHU�RI�IDFWRUV�WKDW�LQIOXHQFH�WKH�LQGXVWU\�DV�D�ZKROH��7KHVH�LQFOXGH�UDSLG�
H[SDQVLRQ�RI�WKH�ZRUOG�HFRQRP\��GHYHORSPHQWV�LQ�DLU�WUDQVSRUW�WHFKQRORJ\�DQG�DLUOLQH�
OLEHUDOL]DWLRQ��ZKLFK�UHGXFHG�IDUHV�LQ�PDQ\�GHYHORSHG�FRXQWULHV��$V�D�UHVXOW��GRPHVWLF�DQG�
LQWHUQDWLRQDO�DLU�WUDIILF�LQFUHDVHG�IURP�VRPH���PLOOLRQ�SDVVHQJHUV�LQ������WR�RYHU�����ELOOLRQ�
SDVVHQJHUV�LQ���������,Q�DGGLWLRQ��DLU�WUDIILF�IRUHFDVWV�LQGLFDWH�WKDW�WKHVH�WUHQGV�DUH�H[SHFWHG�WR�
FRQWLQXH�LQ�WKH�QH[W����WR����\HDUV��ZKHQ�GRPHVWLF�WUDIILF�LV�H[SHFWHG�WR�JURZ�DW�DQ�DYHUDJH�
DQQXDO�UDWH�RI�����SHUFHQW��LQWHUQDWLRQDO�WUDIILF�DW�����SHUFHQW��DQG�RYHUDOO�JURZWK��GRPHVWLF�

�������������������������������������������������
��6RPH�UHSRUWV�LQ�WKH�SUHVV�KDYH�VXJJHVWHG�WKH�WDUJHWHG�QXPEHU�RI�DLUSRUWV�LV�����7KHUH�DUH��KRZHYHU��QR�RIILFLDO�VRXUFHV�IURP�WKH�0LQLVWU\�RI�7UDQVSRUWDWLRQ�RU�WKH�(&$$�WR�VXSSRUW�WKHVH�FODLPV��
��7KHUH�DUH�VRPH�RYHUODSV�RI�WKHVH�JRDOV��SDUWLFXODUO\�LQ�WHUPV�RI�HQKDQFLQJ�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�WKURXJK�%27¶V��JRDO����DQG�WKH�RWKHU�WZR�JRDOV��+RZHYHU��WKHVH�DUH�WKH�H[DFW�JRDOV�LQGLFDWHG�LQ�WKH�SODQ����
�� 7KH� %27� FRQWUDFW� IRU� 5DV� 6LGU� LV� SHQGLQJ� DV� D� FRQVHTXHQFH� RI� LQYHVWPHQW� GHOD\V�� 0DUVD�$ODP� DLUSRUW� LV�DOUHDG\�HVWDEOLVKHG�DQG�ZLOO�EH�LQDXJXUDWHG�VRRQ��
��,&$2������J���
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SOXV�LQWHUQDWLRQDO��DW�����SHUFHQW���6LPLODU�SURMHFWLRQV�IRU�(J\SW�LQGLFDWH�WKDW�WKH�DYHUDJH�
DQQXDO�JURZWK�UDWH�RI�QXPEHU�RI�SDVVHQJHUV�ZLOO�EH���SHUFHQW�GXULQJ�WKH�SHULRG�����������
DQG���SHUFHQW�GXULQJ�WKH�SHULRG�������������7R�PHHW�FXUUHQW�DQG�SURMHFWHG�QHHGV��FRXQWULHV�
FRQWHPSODWH�ODUJH�LQYHVWPHQWV�LQ�WKLV�DUHD��DV�ZHOO�DV�FKRRVH�DPRQJ�YDULRXV�DOWHUQDWLYHV�RI�
ILQDQFLQJ�LQYHVWPHQW�LQ�DLUSRUW�GHYHORSPHQW��7KH�IROORZLQJ�VHFWLRQ�GLVFXVVHV�LQYHVWPHQW�
QHHGV�DQG�ILQDQFLQJ�RSWLRQV�WR�EULGJH�WKH�JDS�EHWZHHQ�H[SHFWHG�JURZWK�DQG�FXUUHQW�UHVRXUFHV�
LQ�WKH�DLUSRUW�LQGXVWU\���
,,,��,QYHVWPHQW�1HHGV�DQG�)LQDQFLQJ�$OWHUQDWLYHV��
'HVSLWH�WKHVH�SULYDWH�SDUWLFLSDWLRQ�WUHQGV��FDSDFLW\�FRQVWUDLQWV�SHUVLVW�LQ�PDQ\�DLUSRUWV�
ZRUOGZLGH��7KLV�PHDQV�WKDW�IXUWKHU�LQYHVWPHQW�LQ�DLUSRUW�DFWLYLW\�ZLOO�EH�UHTXLUHG�RYHU�WKH�
FRPLQJ�\HDUV�WR�ILOO�WKH�JDS�EHWZHHQ�GHPDQG�DQG�WKH�FXUUHQW�VXSSO\�RI�DLUSRUW�VHUYLFHV��7KLV�
VHFWLRQ�KLJKOLJKWV�UHFHQW�FRQJHVWLRQ�SDWWHUQV��VXUYH\V�YDULRXV�PHDQV�WR�DGGUHVV�WKHP�WKURXJK�
VKRUW�WHUP�DOORFDWLYH�PHFKDQLVPV��DQG�SUHVHQWV�DOWHUQDWLYH�VRXUFHV�IRU�ILQDQFLQJ�ODUJH�DLUSRUW�
LQYHVWPHQWV��
&DSDFLW\�&RQVWUDLQWV�DQG�WKH�1HHG�IRU�,QFUHDVHG�&DSDFLW\�
2QH�IRUPDO�PHFKDQLVP�IRU�DVVHVVLQJ�GHPDQG�SUHVVXUHV�RQ�DLUSRUW�FDSDFLW\�LV�EDVHG�RQ�WKH�
FRQFHSW�RI�DLUSRUW�VORWV��$Q�DLUSRUW�VORW�LV�WKH�WLPH�WKDW�DQ�DLUFUDIW�LV�H[SHFWHG�WR�QHHG�WR�ODQG�
DQG�GHSDUW�IURP�DQ�DLUSRUW��:KHQ�GHPDQG�E\�DLU�FDUULHUV�IRU�VORWV�DW�D�SDUWLFXODU�DLUSRUW�
H[FHHGV�WKH�DYDLODEOH�VXSSO\��WKH�DLUSRUW�FDQ�EH�FRQVLGHUHG�DV�FDSDFLW\�FRQVWUDLQHG��
&RQVHTXHQWO\��WKH�DLUSRUW�QHHGV�WR�ZRUN�RQ�RSWLPL]LQJ�WKH�DOORFDWLRQ�RI�DLUSRUW�VORWV�LQ�VXFK�D�
ZD\�DV�WR�DEVRUE�H[FHVV�GHPDQG����$LUSRUWV�ZKHUH�LW�LV�LPSRVVLEOH�WR�UHVROYH�H[FHVV�GHPDQG�
WKURXJK�GLUHFW��YROXQWDU\��QHJRWLDWLRQV�ZLWK�DLUOLQHV�DUH�FODVVLILHG�DV�IXOO\��FRRUGLQDWHG��
$OWHUQDWLYHO\��VFKHGXOH�IDFLOLWDWHG�DLUSRUWV�DUH�DLUSRUWV�ZKHUH�GHPDQG�LV�DSSURDFKLQJ�FDSDFLW\�
DQG�ZKHUH�YROXQWDU\�FRRSHUDWLRQ�LQ�DGMXVWLQJ�VFKHGXOHV�FDQ�UHVROYH�VKRUWDJH�RI�VORWV�GXULQJ�
�������������������������������������������������
��,&$2�IRUHFDVWV�IRU�WKH�SHULRG������������7KHVH�WUDIILF�IRUHFDVWV�KDYH�EHHQ�GHYHORSHG�E\�WKH�,&$2�ZLWK�WKH�LPSOLFLW�DVVXPSWLRQ�WKDW�VXIILFLHQW�V\VWHP�LQIUDVWUXFWXUH�DQG�FDSDFLW\�ZLOO�EH�DYDLODEOH�WR�KDQGOH�WKH�GHPDQG��
��0LQLVWU\�RI�7UDQVSRUWDLRQ���������
��7KLV�VLWXDWLRQ�PD\�RFFXU�RQO\�DW�FHUWDLQ�SHULRGV�RI�WKH�GD\�RU�RQ�FHUWDLQ�GD\V�RI�WKH�ZHHN��RU�LQ�FHUWDLQ�VHDVRQV��VXFK�DV�VXPPHU���RU�LQ�WKH�PRVW�VHYHUH�FDVHV��GXULQJ�DOO�WKH�KRXUV�WKDW�WKH�DLUSRUW�LV�RSHQ���7KXV��WKH�VHYHULW\�RI�D� FDSDFLW\� FRQVWUDLQW� FDQ� YDU\� ZLGHO\� DPRQJ� DLUSRUWV� FDOOLQJ� IRU� GLIIHUHQW� PHDVXUHV� WR� GHDO� ZLWK� GLIIHUHQW�VLWXDWLRQV��7KHVH�YDULDWLRQV�LQ�WKH�H[WHQW�RI�WKH�FRQVWUDLQW�RQ�WKH�VXSSO\�RI�DLUSRUW�VORWV�DOVR�SUHFOXGH�D�SUHFLVH�TXDQWLWDWLYH� GHILQLWLRQ� RI� D� FDSDFLW\�FRQVWUDLQHG� RU� FRQJHVWHG� DLUSRUW�� IRU� H[DPSOH�� LQ� WHUPV� RI� DLUFUDIW�PRYHPHQWV�RU�SDVVHQJHU�RU�FDUJR�WKURXJKSXW�SHU�KRXU��DV�ZHOO�DV�PDNLQJ�VLPSOLVWLF�FRPSDULVRQV�DPRQJ�DLUSRUWV�RQ�VXFK�D�EDVLV���
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VRPH�SDUWV�RI�WKH�GD\��)XOO�FRRUGLQDWLRQ�DQG�RU�IDFLOLWDWLRQ�DUH�GRQH�XQGHU�WKH�XPEUHOOD�RI�WKH�
,QWHUQDWLRQDO�$LU�7UDQVSRUW�$VVRFLDWLRQ��,$7$���

$Q�HVWLPDWH�RI�WKH�JURZLQJ�H[WHQW�RI�WKH�SUREOHP�RI�FDSDFLW\�FRQVWUDLQHG�DLUSRUWV�FDQ�EH�
PDGH�E\�DQDO\]LQJ�FKDQJHV�LQ�WKH�QXPEHU�RI�DLUSRUWV�WKDW�DUH�IXOO\�FRRUGLQDWHG�RU�VFKHGXOH�
IDFLOLWDWHG�XQGHU�WKH�,$7$�V\VWHP��2YHU�WKH�SDVW�GHFDGH��WKH�QXPEHU�RI�DLUSRUWV�IXOO\�
FRRUGLQDWHG�XQGHU�WKH�,$7$�V\VWHP�JUHZ�IURP�����DLUSRUWV�LQ������WR�����DLUSRUWV�LQ�������
2Q�WKH�RWKHU�KDQG��WKH�QXPEHU�RI�DLUSRUWV�ZKHUH�,$7$�KHOSV�ZLWK�SDUWLDO�VFKHGXOH�
FRRUGLQDWLRQ��VFKHGXOH�IDFLOLWDWLRQ�VHUYLFHV��WR�DGGUHVV�SDUW�WLPH�FRQJHVWLRQ�JUHZ�E\����
SHUFHQW�RYHU�WKH�VDPH�SHULRG�����LQ������WR����LQ����������,Q�DGGLWLRQ�WR�,$7$�VORW�DOORFDWLRQ�
PHFKDQLVPV��(XURSH�DQG�WKH�8QLWHG�6WDWHV��ZKHUH�DLUSRUW�FDSDFLW\�FRQVWUDLQWV�DUH�GHYHORSLQJ�
LQWR�D�FKURQLF�SUREOHP��KDYH�VHW�XS�UHVSHFWLYH�VORW�DOORFDWLRQ�PHFKDQLVPV�IRU�VRPH�RU�DOO�RI�
WKHLU�FRQJHVWHG�DLUSRUWV��$V�D�UHVXOW�����RI�(XURSH¶V�DLUSRUWV�ZHUH�IXOO\�FRRUGLQDWHG�XQGHU�
(XURSHDQ�VORW�UXOHV�DQG����ZHUH�FRRUGLQDWHG�LQ��������

,Q�FRQWUDVW�WR�WKHVH�DGPLQLVWUDWLYH�FXP�QHJRWLDWLRQ�EDVHG�V\VWHPV�RI�VORW�DOORFDWLRQ��DQ�
LQFUHDVLQJ�QXPEHU�RI�DLUSRUWV�DUH�HPSOR\LQJ�PRQHWDU\�PHFKDQLVPV�WR�LQIOXHQFH�GHPDQG�IRU�
DLUSRUW�VORWV��7KH�ZHDNHU�IRUP�RI�WKHVH�PHFKDQLVPV�DUH�SHDN�SHULRG�SULFLQJ�LQ�ODQGLQJ�
FKDUJHV��ZKLOH�WKH�VWURQJHU�IRUP�LV�WKURXJK�WKH�VDOH�RU�OHDVH�RI�VORWV��7KLUW\�HLJKW�RI�WKH�����
IXOO\�FRRUGLQDWHG�DLUSRUWV�LQ�WKH�,$7$�VFKHGXOLQJ�V\VWHP�OHY\�SHDN�SHULRG�FKDUJHV�DV�DQ�
DGGLWLRQDO�PHFKDQLVP�IRU�RSWLPL]LQJ�DOORFDWLRQ�RI�DLUSRUW�VORWV�����

%XW�SHDN�SHULRG�SULFLQJ�KDV�SURYHG�WR�EH�RI�OLPLWHG�HIIHFWLYHQHVV��DQG�D�VWURQJHU�YHUVLRQ�RI�
PRQHWDU\�YDOXDWLRQ�RI�VORWV�SHUPLWV�DLUOLQHV�WR�SXUFKDVH��VHOO�RU�OHDVH�DLUSRUW�VORWV�����%\�
DWWULEXWLQJ�D�PDUNHW�YDOXH�WR�VORWV��DLUOLQHV�FRXOG�WKHUHIRUH�UHVSRQG�TXLFNO\�WR�FKDQJHV�LQ�
GHPDQG�IRU�DLU�VHUYLFHV��H[LWLQJ�WKRVH�PDUNHWV�WKDW�KDYH�EHFRPH�XQSURILWDEOH�DQG�HQWHULQJ�
PRUH�SURILWDEOH�RQHV��9ROXQWDU\�EX\LQJ��VHOOLQJ�DQG�OHDVLQJ�RI�VORWV�EHWZHHQ�DLUOLQHV�ZRXOG�
UHVXOW�LQ�WKH�FRVW�EHLQJ�YLHZHG�DV�D�EXVLQHVV�H[SHQVH��ZKLFK�XOWLPDWHO\�IDFWRUV�LQ�WKHLU�DELOLW\�
WR�FRPSHWLWLYHO\�SULFH�WKHLU�VHUYLFHV�������
�������������������������������������������������
�� $� WKRURXJK� FDSDFLW\� DQDO\VLV�� KRZHYHU�� ZRXOG� LQGLFDWH� WKDW� D� OHVVHU� OHYHO� RI� FRRUGLQDWLRQ� FRXOG� SUREDEO\�UHVROYH�D�SDUWLFXODU�FDSDFLW\�SUREOHP��IRU�H[DPSOH��DV�IXOO\�FRRUGLQDWHG�LQ�WKH�VXPPHU�VHDVRQ��
���,&$2������I���
����7KLV�LV�EHFDXVH�RI�WKH�VPDOO�LPSDFW�RQ�WKH�RYHUDOO�RSHUDWLQJ�FRVWV�RI�DLUOLQHV��ODQGLQJ�DQG�DVVRFLDWHG�DLUSRUW�FKDUJHV�RYHUDOO�FXUUHQWO\�UHSUHVHQW�DERXW���SHUFHQW�RI�ZRUOGZLGH�DLUOLQH�RSHUDWLQJ�H[SHQVHV��DQG�EHFDXVH�RI�WKH�LPSUDFWLFDOLW\�RI�RSHUDWLQJ�PDQ\�RI�WKH�IOLJKWV�FRQFHUQHG�DW�RWKHU�WLPHV���
���2WKHU� LQGLFDWRUV� RI� WKH�QHHG� IRU� QHZ� LQYHVWPHQW� DUH� VXEMHFWLYH� LQGLFDWRUV� DVVHVVLQJ� XVHUV¶� VDWLVIDFWLRQ�ZLWK�VHUYLFH��RU�REMHFWLYH�LQGLFDWRUV�RI�DVSHFWV�RI�SHUIRUPDQFH�VXFK�DV�GHOD\V��TXHXH�OHQJWK��WLPH��DQG�EDJJDJH�ORVW��HWF��
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5HO\LQJ�RQ�VFKHGXOLQJ�PHFKDQLVPV�LV��QRQHWKHOHVV��SHUFHLYHG�DV�D�VKRUW�WHUP�VROXWLRQ�WR�
FDSDFLW\�OLPLWDWLRQV��&RXQWULHV�KDYH�DWWHPSWHG�WR�DGGUHVV�WKH�XQGHUO\LQJ�SUREOHPV�E\�UHO\LQJ�
RQ�H[SDQGLQJ�WKH�VXSSO\�RI�DLUSRUW�VHUYLFHV�WKDW�LV��EXLOGLQJ�QHZ�DLUSRUWV�RU�H[SDQGLQJ�
H[LVWLQJ�RQHV�DQG�LPSURYLQJ�DLU�WUDIILF�FRQWURO�FDSDELOLWLHV�ZLWK�QHZ�WHFKQRORJ\�DQG�
SURFHGXUHV��%XW��H[SDQGLQJ�SK\VLFDO�FDSDFLW\�DW�DLUSRUWV�UHTXLUHV�ODUJH�LQYHVWPHQWV�DQG�
FRQVHTXHQWO\�PHWKRGV�RI�ILQDQFH�IRU�WKHVH�LQYHVWPHQWV�KDYH�WR�EH�GHYHORSHG��7KH�IROORZLQJ�
VHFWLRQ�VXUYH\V�UHFHQW�GHYHORSPHQWV�LQ�WKH�DUHD�RI�DLUSRUW�ILQDQFLQJ�DQG�HYDOXDWHV�ILQDQFLQJ�
RSWLRQV���
)LQDQFLQJ�$LUSRUW�,QYHVWPHQW�
9DULRXV�HVWLPDWHV��LQFOXGLQJ�LQIRUPDWLRQ�FROOHFWHG�IURP�WKH�,QWHUQDWLRQDO�&LYLO�$YLDWLRQ�
2UJDQL]DWLRQ��,&$2��PHPEHU�FRXQWULHV��SUHGLFW�WKDW�DLUSRUW�DQG�DLU�QDYLJDWLRQ�VHUYLFH�
LQYHVWPHQW�UHTXLUHPHQWV�EHWZHHQ�QRZ�DQG�WKH�\HDU������ZLOO�H[FHHG�86������ELOOLRQ��7KLV�
URXJK�HVWLPDWH�JLYHV�DQ�RUGHU�RI�PDJQLWXGH�LQGLFDWLYH�RI�WKH�FKDOOHQJHV�LQ�WKH�DUHD�RI�ILQDQFH�
WKDW�DLUSRUW�DQG�DLU�QDYLJDWLRQ�VHUYLFHV�PDQDJLQJ�ERGLHV�ZLOO�EH�IDFLQJ�LQ�WKH�\HDUV�WR�FRPH����
7KH�TXHVWLRQ�WKDW�UHPDLQV�WR�EH�DQVZHUHG�LV�KRZ�JRYHUQPHQWV�SODQ�WR�ILQDQFH�WKHVH�
LQYHVWPHQWV"�

7KHUH�DUH�D�QXPEHU�RI�IDFWRUV�WKDW�VXJJHVW�WKDW�IXWXUH�ILQDQFLQJ�RI�DLUSRUW�DFWLYLW\�LV�JRLQJ�
WR�UHO\�OHVV�RQ�JRYHUQPHQWV�DQG�PRUH�RQ�D�GLYHUVLILHG�OLVW�RI�SULYDWH�ILQDQFH�DQG�RZQHUVKLS�
DOWHUQDWLYHV��)LUVW��WKH�VKLIW�LQ�JRYHUQPHQWV¶�LGHRORJLFDO�SRVLWLRQV�WRZDUG�RZQHUVKLS�DQG�
PDQDJHPHQW�RI�LQIUDVWUXFWXUH�KDV�PDGH�WKHP�PRUH�ZLOOLQJ�WR�WUDQVIHU�DLUSRUW�RSHUDWLRQV��DQG�
LQ�VRPH�FDVHV�RZQHUVKLS��WR�ILQDQFLDOO\�DXWRQRPRXV�ERGLHV��DQG�SRVVLEO\�WR�WKH�SULYDWH�VHFWRU��
6HFRQG��JRYHUQPHQW�RZQHG�DQG�PDQDJHG�DLUSRUWV�H[KLELW�SXEOLF�RZQHUVKLS�LQGLFDWRUV�RI�SRRU�
SHUIRUPDQFH��IDLOXUH�WR�FDSLWDOL]H�RQ�RSSRUWXQLWLHV�RI�UDLVLQJ�QRQ�DHURQDXWLFDO�UHYHQXHV��DQG�
WKH�UHVXOWLQJ�LQDELOLW\�WR�PHHW�YDULRXV�LQYHVWPHQW�DQG�FDSLWDO�QHHGV��$V�D�UHVXOW��JRYHUQPHQW�
GHSDUWPHQW�DLUSRUWV�KDYH�WKH�KLJKHVW�OHYHO�RI�GHSHQGHQFH�RQ�DHURQDXWLFDO�VRXUFHV�RI�UHYHQXHV��
UHDFKLQJ�RYHU����SHUFHQW�FRPSDUHG�WR�DURXQG����SHUFHQW�IRU�SULYDWL]HG�DLUSRUWV��.DSXU����������
7KLUG��JURZWK�LQ�DLU�WUDIILF�SHU�FDSLWD�KDV�FUHDWHG�WKH�SRWHQWLDO�IRU�PDNLQJ�DQ�LQFUHDVLQJ�
QXPEHU�RI�DLUSRUWV�DQG�DLU�QDYLJDWLRQ�VHUYLFHV�ILQDQFLDOO\�YLDEOH��VPDOOHU�DLUSRUWV�DUH�OHVV�
OLNHO\�WR�EH�ILQDQFLDOO\�YLDEOH�����

�������������������������������������������������
���,&$2������G���
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7KHVH�GHYHORSPHQWV�SDYHG�WKH�ZD\�IRU�WKH�ZLOOLQJQHVV�RI�JRYHUQPHQWV�WR�DFFHSW�WKH�
SULYDWH�VHFWRU�LQ�ILQDQFLQJ�DLUSRUWV��DV�ZHOO�DV�UDLVH�SULYDWH�SDUWLHV¶�LQWHUHVW�LQ�WKH�DFWLYLW\�
EHFDXVH�RI�LWV�JURZLQJ�FRPPHUFLDO�SRWHQWLDO��(YHQ�DLUSRUWV��ZKLFK�DUH�VWLOO�LQ�WKH�SXEOLF�
GRPDLQ��DUH�LQFUHDVLQJO\�EHLQJ�VHSDUDWHG�IURP�JRYHUQPHQW�ILQDQFHV�DQG�DUH�IDFLQJ�SUHVVXUH�WR�
LQGHSHQGHQWO\�VHFXUH�WKHLU�ILQDQFLQJ�QHHGV��$OUHDG\��D�YDULHW\�RI�VRXUFHV�DUH�XVHG�WR�ILQDQFH�
DLUSRUW�DQG�DLU�QDYLJDWLRQ�VHUYLFHV��DV�VXPPDUL]HG�LQ�7DEOH�����

�
7DEOH����3ULPDU\�6RXUFHV�RI�)LQDQFLQJ�$LUSRUWV�DQG�1DYLJDWLRQ�6HUYLFHV�

��&RPPHUFLDO�ORDQV��

�
6HOI�ILQDQFLQJ� 1DWLRQDO�*RYW��

5HJLRQDO���0XQLFLSDO�*RYW��
)RUHLJQ�*RYW��ORDQV�RU�DLG�

'HY��EDQNV�RU�IXQGV�
'RPHVWLF� )RUHLJQ� %DQG�

6KDUH�FDSLWDO� 2WKHU�

$VLD�	�3DFLILF������FRXQWULHV���$SSOLHG�3ODQQHG�
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������1RUWK�$PHULFD�����FRXQWULHV��$SSOLHG�3ODQQHG�
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������&DULEEHDQ���&HQWUDO���6RXWK�$PHULFD����FRXQWULHV��$SSOLHG�3ODQQHG�
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6RXUFH��,&$2������G���

�
6HOI�ILQDQFLQJ��H�J��IURP�UHWDLQHG�HDUQLQJV��DSSHDUV�WR�KDYH�UHSODFHG�JRYHUQPHQW�ILQDQFLQJ�

DV�WKH�PRVW�IUHTXHQWO\�TXRWHG�VRXUFH��DQG�WKLV�LV�H[SHFWHG�WR�UHPDLQ�WKH�VDPH�LQ�WKH�IXWXUH��
$OVR��VKDUH�FDSLWDO�KDV�DOPRVW�WKH�VDPH�IUHTXHQF\�DV�QDWLRQDO�JRYHUQPHQW�ILQDQFLQJ�LQ�
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SODQQHG�LQYHVWPHQW��)XUWKHUPRUH��FRPPHUFLDO�ORDQV�DV�D�FKRVHQ�PHDQV�RI�ILQDQFLQJ�UHSUHVHQW�
D�VLJQLILFDQW�VRXUFH�RI�ILQDQFLQJ�IRU�SODQQHG�DLUSRUW�LQYHVWPHQW��ZKLFK�HQWDLOV�D�OHYHO�RI�
ILQDQFLDO�GLVFLSOLQH�WKDW�PD\�QRW�EH�WKHUH�ZLWK�IRUHLJQ�JRYHUQPHQW�RU�GHYHORSPHQW�EDQN�
ORDQV���

:KHQ�FRPSDUHG�WR�UHVXOWV�RI�DQRWKHU�VXUYH\�WKDW�,&$2�FRQGXFWHG�LQ�������FRPPHUFLDO�
ORDQV�KDYH�VKRZQ�D�UHPDUNDEOH�LQFUHDVH��DJDLQ�UHIOHFWLQJ�WKH�JURZWK�LQ�DXWRQRPRXV�ERGLHV�
WKDW�DUH�H[SHFWHG�WR�VHFXUH�WKHLU�RZQ�ILQDQFLQJ��$Q�LQWHUHVWLQJ�QHZ�WUHQG�LV�WKH�JURZLQJ�
LPSRUWDQFH�RI�ERQGV�DQG�VKDUH�FDSLWDO��ZKLFK�DJDLQ�LV�FOHDUO\�OLQNHG�WR�WKH�QHZ�RUJDQL]DWLRQDO�
VWUXFWXUHV������
&DSDFLW\�&RQVWUDLQWV�DQG�WKH�1HHG�IRU�)LQDQFLQJ�LQ�(J\SW�
9DULRXV�VRXUFHV�RI�LQIRUPDWLRQ�LQGLFDWH�WKDW�(J\SW��QRW�XQOLNH�PDQ\�GHYHORSHG�DQG�
GHYHORSLQJ�FRXQWULHV��IDFHV�LQFUHDVLQJ�FDSDFLW\�FRQVWUDLQWV�LQ�LWV�PDMRU�DLUSRUWV��)LUVW��
DLUIUHLJKW�YROXPHV�GRXEOHG�EHWZHHQ������DQG�������ZKLOH�WKH�QXPEHU�RI�SDVVHQJHUV�
LQFUHDVHG�E\�DURXQG����SHUFHQW�IRU�WKH�VDPH�SHULRG��,$7$���:LWKRXW�PDMRU�QHZ�LQYHVWPHQW�LQ�
(J\SWLDQ�DLUSRUWV��WKLV�JURZWK�WUHQG�UHVXOWHG�LQ�PDQ\�(J\SWLDQ�DLUSRUWV�UHDFKLQJ�PD[LPXP�
FDSDFLW\�LQ�WKH�SDVW�IHZ�\HDUV������)RU�LQVWDQFH��&DLUR�$LUSRUW¶V�FDSDFLW\�LV�����PLOOLRQ�
SDVVHQJHUV�SHU�\HDU��ZKLOH�DOUHDG\�&DLUR�$LUSRUW�UHFHLYHG�FORVH�WR����PLOOLRQ�SDVVHQJHUV�LQ�
WKH�\HDU�������<RXVVHI������E���$VZDQ�DLUSRUW�UHDFKHG�LWV�PD[LPXP�LQ������DW���SODQHV�SHU�
KRXU�DQG�6KDUP�(O�6KHLNK�$LUSRUW�LV�VDWXUDWHG�ZLWK���ODQGLQJ�DUHDV��,Q�DGGLWLRQ��SURMHFWHG�
WUDIILF�IORZV�DUH�H[SHFWHG�WR�UHDFK����DLUSODQHV�SHU�KRXU��XS�IURP���DLUSODQHV�SHU�KRXU�E\�WKH�
HQG�RI�\HDU������DQG����DLUSODQHV�E\�WKH�\HDU�������7UDIILF�JURZWK�DW�WKH�+XUJKDGD�
,QWHUQDWLRQDO�$LUSRUW�UHDFKHG�LWV�SHDN�LQ������ZLWK����DLUSODQHV�SHU�KRXU��WKLV�QXPEHU�ZLOO�
LQFUHDVH�WR�����E\�WKH�\HDU������DQG�LW�UHTXLUHV����ODQGLQJ�DUHDV�E\�������6LPLODUO\��WKH�
FDSDFLW\�RI�/X[RU�,QWHUQDWLRQDO�$LUSRUW�UHDFKHG�LWV�PD[LPXP�LQ������ZLWK���DLUSODQHV�SHU�
KRXU��,WV�FXUUHQW�FDSDFLW\�LV����DLUSODQHV�SHU�KRXU�DQG�WKLV�ZLOO�LQFUHDVH�WR����E\�WKH�\HDU�
������)LQDOO\��PD[LPXP�FDSDFLW\�DW�WKH�$OH[DQGULD�,QWHUQDWLRQDO�$LUSRUW�ZDV�UHDOL]HG�LQ������
ZLWK���DLUSODQHV�SHU�KRXU��,W�ZLOO�UHDFK���E\�WKH�HQG�RI�WKLV�\HDU�DQG����E\�������0LQLVWU\�RI�
7UDQVSRUWDWLRQ����������
�������������������������������������������������
���,&$2������G���
���([LVWLQJ�DLUSRUWV�LQ�(J\SW�IDOO�XQGHU�WZR�FDWHJRULHV��WKH�ILUVW�FDWHJRU\�FRPSULVHV�PDMRU�DLUSRUWV�LQ�WKH�PDLQODQG��1LOH� 9DOOH\� DQG� 'HOWD��� 7KHVH� KDYH� QRW� UHFHLYHG� VLJQLILFDQW� LQYHVWPHQW� VLQFH� WKH� ����V�� 7KH� VHFRQG� JURXS�FRYHUV�D�QXPEHU�RI�DLUSRUWV�LQ�6LQDL��ZKLFK�ZHUH�UHWXUQHG�WR�(J\SWLDQ�VRYHUHLJQW\�LQ�WKH�HDUO\�����V���$LUSRUWV�LQ�WKLV�JURXS�KDYH�QRW�UHFHLYHG�DQ\�UHFHQW�PDMRU�LQYHVWPHQW�DGGLWLRQV�HLWKHU���
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7KH�VHFRQG�FDWHJRU\�RI�LQIRUPDWLRQ�LQGLFDWLQJ�IXWXUH�SUHVVXUHV�RQ�(J\SWLDQ�DLUSRUWV�VWHPV�
IURP�,&$2�IRUHFDVWV�IRU�WKH�UHJLRQ��ERWK�LQ�WHUPV�RI�GRPHVWLF�RU�LQWHUQDWLRQDO�WUDIILF��
)RUHFDVWV�IRU�WKH�SHULRG�����������VKRZ�WKDW�GRPHVWLF�SDVVHQJHU�WUDIILF�ZLWKLQ�WKH�UHJLRQ�LV�
H[SHFWHG�WR�LQFUHDVH�IURP����ELOOLRQ�SDVVHQJHU�NP�LQ������WR����ELOOLRQ�LQ�������DQ�DYHUDJH�
DQQXDO�JURZWK�RI�����SHUFHQW��6LPLODU�SDWWHUQV�DSSHDU�LQ�LQWHUQDWLRQDO�DQG�LQWUD�0LGGOH�
(DVWHUQ�URXWHV���
)LQDQFLQJ�(J\SW¶V�$LUSRUW�$FWLYLW\��3DVW��3UHVHQW�DQG�)XWXUH�
(J\SW¶V�DLUSRUW�VHFWRU�FRPSULVHV����DLUSRUWV���VHUYLQJ�DOPRVW����PLOOLRQ�SDVVHQJHUV�SHU�\HDU����
PLOOLRQ�LQ�LQWHUQDWLRQDO�WUDIILF�DQG���PLOOLRQ�LQ�GRPHVWLF��7KH�EXON�RI�WKLV�DFWLYLW\�JRHV�WR�
&DLUR�$LUSRUW��DQ�DYHUDJH�RI����SHUFHQW�RI�(J\SW¶V�WRWDO�QXPEHU�RI�SDVVHQJHUV�GXULQJ�WKH�
SHULRG�����������$VZDQ����SHUFHQW���/X[RU�����SHUFHQW���6KDUP�(O�6KHLNK����SHUFHQW���DQG�
+XUJKDGD�����SHUFHQW���7KH�WRWDO�QXPEHU�RI�SDVVHQJHUV�LQFUHDVHG�E\�����SHUFHQW�IURP������
WR��������$V�IRU�&DLUR�$LUSRUW��WKH�WRWDO�QXPEHU�RI�SDVVHQJHUV�LQFUHDVHG�E\������SHUFHQW�
GXULQJ�WKH�SHULRG����������DQG�WKH�WRWDO�FDUJR�LQFUHDVHG�E\�����SHUFHQW�GXULQJ�WKH�VDPH�
SHULRG��0LQLVWU\�RI�7UDQVSRUWDWLRQ�������DQG�&DLUR�$LUSRUW�$XWKRULW\����������

,QVWLWXWLRQDOO\��(&$$�LV�UHVSRQVLEOH�IRU�DOO�(J\SWLDQ�DLUSRUWV��H[FHSW�&DLUR�,QWHUQDWLRQDO�
$LUSRUW��ZKLFK�KDV�EHHQ�DQ�LQGHSHQGHQW�DXWKRULW\�VLQFH������UXQ�E\�D�%RDUG�RI�'LUHFWRUV�
XQGHU�WKH�VXSHUYLVLRQ�RI�WKH�0LQLVWU\�RI�7UDQVSRUWDWLRQ��(&$$�ILQDQFHV�DUH�SDUW�RI�WKH�
JRYHUQPHQW�EXGJHW��7KHUHIRUH��(&$$�LV�GHSHQGHQW�RQ�WKH�JRYHUQPHQW�IRU�FRYHULQJ�LWV�
FXUUHQW�FRVWV��DV�ZHOO�DV�IXWXUH�LQYHVWPHQW�H[SHQGLWXUHV��5HYHQXHV�HDUQHG�IURP�WKH�DFWLYLW\�
DUH�UHSDWULDWHG�WR�WKH�0LQLVWU\�RI�)LQDQFH�DV�SDUW�RI�WKH�JHQHUDO�JRYHUQPHQW�VRXUFHV�RI�
UHYHQXH��,Q�FRQWUDVW�WR�(&$$��&DLUR�$LUSRUW�PXVW�FRYHU�LWV�RZQ�H[SHQVHV��LQGHSHQGHQWO\�
PHHW�LWV�ILQDQFH�QHHGV��DQG�UHSDWULDWH�VXUSOXV�WR�WKH�JRYHUQPHQW�DV�RZQHUVKLS�UHWXUQV�DIWHU�
DOORZLQJ�IRU�LWV�LQYHVWPHQW�QHHGV��8QGHU�WKLV�VHWXS�DQG�GXULQJ�WKH�SHULRG������������������
&DLUR�$LUSRUW�JHQHUDWHG�D�VXUSOXV�RI�/(�����PLOOLRQ��ZLWK�DQ�DYHUDJH�DQQXDO�VXUSOXV�RI�/(����
PLOOLRQ��/(�����PLOOLRQ�ZDV�SDLG�LQ�WD[HV�WR�WKH�7D[�$GPLQLVWUDWLRQ�ZKLOH�WKH�UHPDLQLQJ�/(�
����PLOOLRQ�ZHUH�WUDQVIHUUHG�WR�WKH�1DWLRQDO�7UHDVXU\��&DLUR�$LUSRUW�$XWKRULW\���������

7KH�ILQDQFLDO�VWDWHPHQWV�RI�&DLUR�$LUSRUW�DQG�(&$$�UHIOHFW�WKH�LQGHSHQGHQFH�RI�&DLUR�
$LUSRUW�UHODWLYH�WR�(J\SW¶V�RWKHU�DLUSRUWV��7DEOH�����:KLOH�(&$$�ZDV�DEOH�WR�FRYHU����SHUFHQW�
�������������������������������������������������
���,Q�DGGLWLRQ�WR���DLUSRUWV�XQGHU�WKH�FRQWURO�RI�WKH�(J\SWLDQ�$LU�)RUFH�DQG���DLUSRUWV�XVHG�IRU�RLO�WUDQVSRUWDWLRQ�WKDW�FDQ�DOVR�EH�XVHG�IRU�FLYLO�DYLDWLRQ�SXUSRVHV��DV�ZHOO�DV���DLUSRUWV�XVHG�IRU�H[SRUWV¶�WUDQVSRUWDWLRQ��)LYH�QHZ�DLUSRUWV�DUH�XQGHU�FRQVWUXFWLRQ�LQ�OLJKW�RI�WKH�QHZ�(&$$�LQYHVWPHQW�SODQ��(&$$����������
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RI�LWV�FXUUHQW�H[SHQGLWXUHV�IURP�LWV�RZQ�UHVRXUFHV��GHSHQGLQJ�RQ�WKH�JRYHUQPHQW�IRU�
SURYLGLQJ�RQO\����SHUFHQW��&DLUR�$LUSRUW�GHSHQGHG�LQ�IXOO�RQ�LWV�RZQ�UHVRXUFHV�WR�ILQDQFH�LWV�
FXUUHQW�RSHUDWLRQV��$V�IRU�WKHLU�LQYHVWPHQW�QHHGV��(&$$�GHSHQGHG�PRUH�RQ�JRYHUQPHQW�
UHVRXUFHV��VLQFH�WKH�VXEVLGLHV�LW�UHFHLYHG�DQG�WKH�ORDQV�WKDW�ZHUH�PDLQO\�SURYLGHG�E\�WKH�
1DWLRQDO�,QYHVWPHQW�%DQN��1,%��DFFRXQWHG�IRU����SHUFHQW�RI�WRWDO�LQYHVWPHQW�UHYHQXHV��%\�
FRQWUDVW��&DLUR�$LUSRUW�SURYLGHG�DOPRVW����SHUFHQW�RI�LWV�RZQ�UHVRXUFHV�WR�ILQDQFH�FDSLWDO�
H[SHQGLWXUHV������
7DEOH����(&$$�DQG�&DLUR�$LUSRUW�8VHV�RI�)XQGV�DQG�5HYHQXHV�DV�SDUW�RI�WKH�*RYHUQPHQW�%XGJHW��

� ������ ������ � ������ ������
(&$$�%XGJHW�

:DJHV� ��� ��� &XUUHQW�UHYHQXHV� ��� ���&XUUHQW�H[SHQGLWXUHV�	�WUDQVIHUV� ��� ��� 6XEVLGL]HG�GHILFLW� �� ���7RWDO�FXUUHQW�XVH�RI�IXQGV� ��� ���� 7RWDO�FXUUHQW�UHYHQXHV� ��� ����'LIIHUHQW�FDSLWDO�UHYHQXHV� � ���,QYHVWPHQW�� ��� ��� /RDQV�	�FUHGLW�� � ���&DSLWDO�WUDQVIHUV� ��� ��� 6XEVLGLHV� ��� ���
7RWDO�FDSLWDO�XVH�RI�IXQGV� ���� ���� 7RWDO�FDSLWDO�UHYHQXHV� ���� ����

7RWDO�([SHQGLWXUHV� ���� ���� 7RWDO�5HYHQXHV� ���� ����
&DLUR�$LUSRUW�%XGJHW�

:DJHV� ��� ��� &XUUHQW�UHYHQXHV� � ����&XUUHQW�H[SHQGLWXUHV�	�WUDQVIHUV� ���� ���� %DQNV� � ��&XUUHQW�VXUSOXV� ��� ��� &XUUHQW�WUDQVIHUV� � ���7RWDO�FXUUHQW�XVH�RI�IXQGV� ���� ���� 7RWDO�FXUUHQW�UHYHQXHV� ���� ����,QYHVWPHQW�� ��� ��� 'LIIHUHQW�FDSLWDO�UHYHQXHV� � ���� � � /RDQV�	�FUHGLW�� � ��&DSLWDO�WUDQVIHUV� ��� ��� 6HOI�ILQDQFH� ��� ���7RWDO�FDSLWDO�XVH�RI�IXQGV� ��� ��� 7RWDO�FDSLWDO�UHYHQXHV� ��� ���
7RWDO�([SHQGLWXUHV� ���� ���� 7RWDO�5HYHQXHV� ���� ����
6RXUFH��0LQLVWU\�RI�)LQDQFH���������

�
5HFHQW�LQVWLWXWLRQDO�DQG�PDFURHFRQRPLF�GHYHORSPHQWV�LQGLFDWH�WKDW�WKH�SUHVHQW�VWUXFWXUH�RI�

(&$$�ILQDQFLQJ�LV�QRW�H[SHFWHG�WR�FRQWLQXH�LQ�WKH�IXWXUH��2Q�WKH�LQVWLWXWLRQDO�OHYHO��FKDQJH�LV�
LQWHQGHG�WR�FRPH�IURP�(&$$¶V�FRQYHUVLRQ�LQWR�DQ�HFRQRPLF�DXWKRULW\��WKH�VHSDUDWLRQ�RI�LWV�
UHJXODWRU\�DQG�PDQDJHULDO�IXQFWLRQV��DQG�WKH�HVWDEOLVKPHQW�RI�WKH�KROGLQJ�FRPSDQ\�WKDW�ZLOO�
EH�UHVSRQVLEOH�IRU�PDQDJLQJ�(J\SWLDQ�(&$$�DLUSRUWV��7KH�FRQYHUVLRQ�RI�(&$$�WR�DQ�
HFRQRPLF�DXWKRULW\�VKRXOG�HQWDLO�LPSURYHPHQWV�LQ�PDQDJHPHQW�WKURXJK�PRUH�LQGHSHQGHQFH�
DQG�WUDQVSDUHQF\�DQG�WKURXJK�WKH�HVWDEOLVKPHQW�RI�D�QHZ�VWUXFWXUH�WKDW�VHSDUDWHV�PDQDJHULDO�
DQG�UHJXODWRU\�UROHV�����2Q�WKH�PDFUR�HFRQRPLF�IURQW��FXUUHQW�SUHVVXUHV�RQ�JRYHUQPHQW�WR�
�������������������������������������������������
���&XUUHQWO\��WKLV�LV�QRW�QHFHVVDULO\�WKH�FDVH�EHFDXVH�PDQ\�HFRQRPLF�DXWKRULWLHV�FRQWLQXH�WR�GHSHQG�RQ�JRYHUQPHQW�VXSSRUW��RQO\���RI�WKH����HFRQRPLF�DXWKRULWLHV�DUH�SURILWDEOH���DQG�DOO�HFRQRPLF�DXWKRULWLHV�KDYH�DFFHVV�WR�VRIW�ORDQV�IURP�WKH�1,%��
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UDWLRQDOL]H�H[SHQGLWXUH�DQG�FRQWURO�ILVFDO�GHILFLW�DUH�OLNHO\�WR�IXUWKHU�UHGXFH�JRYHUQPHQW�IXQGV�
DOORFDWHG�WR�ILQDQFLQJ�LQYHVWPHQW�LQ�ERWK�W\SHV�RI�DXWKRULWLHV�����

7KH�XQDYDLODELOLW\�RI�JRYHUQPHQW�EXGJHW�ILQDQFLQJ�RI�(&$$¶V�QHZ�LQYHVWPHQW�LV�HYLGHQW�
LQ�ERWK�WKH�0LQLVWU\�RI�7UDQVSRUWDWLRQ¶V�3ODQ�DQG�LQ�WKH�FXUUHQW�)LYH�<HDU�3ODQ��0LQLVWU\�RI�
3ODQQLQJ���������5HQHZDO�RI�H[LVWLQJ�DLUSRUWV�DQG�HVWDEOLVKPHQW�RI�QHZ�RQHV�UHTXLUH�D�WRWDO�RI�
/(����PLOOLRQ�RI�ZKLFK�RQO\����SHUFHQW�DUH�H[SHFWHG�WR�EH�VHOI�ILQDQFHG�E\�(&$$�UHVRXUFHV��
ZKLOH�WKH�UHPDLQLQJ����SHUFHQW�ZLOO�EH�FRYHUHG�E\�EDQN�ORDQV��7DEOH������2WKHU�(&$$�
LQYHVWPHQW�QHHGV�WR�FRYHU�WUDLQLQJ�LQVWLWXWH�DQG�DYLDWLRQ�FRQWURO�V\VWHP�DFFRXQW�IRU�/�(�����
PLOOLRQ��(&$$�H[SHFWV�WR�FRYHU�RQO\����SHUFHQW�RI�WKLV�DPRXQW�DQG�UHO\�RQ�ORDQV�IRU�WKH�
UHPDLQLQJ����SHUFHQW��
�7DEOH����(&$$�,QYHVWPHQW�QHHGV�DQG�VRXUFHV�RI�ILQDQFH�DFFRUGLQJ�WR�WKH��WK�\HDU�RI�WKH���\HDU�SODQ��/(�PLOOLRQ��

6RXUFHV�RI�ILQDQFH�$LUSRUW�(QWLW\� ,QYHVWPHQW�QHHGV� 6HOI�ILQDQFH� /RDQV�
���$LUSRUW�,QYHVWPHQW�(O�1R]KD��5HQHZDO�� ���� � ����
/X[RU�� ��� � �����$VZDQ�� ��� � �����7DED�� �� � ����$ERX�6LPEHO�� ���� � ����3RUW�6DLG�� ���� � ����(O�:DGL�$O�*DGGLG� ���� � ����$VVXLW� ���� � ����0DUVD�0DWURXK� ���� � ����6KDUP�(O�6KHLNK�� ���� � ����:HVW�$OH[DQGULD�� ���� � ����+XUJKDGD�� ����� ����� ����(O�$ULVK�� ���� � ����(O�7RXU�� ���� � ����6DLQW�&DWKHULQH�� ���� � ����,PEDED�� ����� � �����(O�'DNKOD� ���� � ����
���7RWDO�$LUSRUWV�� ����� ����� �����
���2WKHU�(&$$�,QYHVWPHQW�1HHGV�(&$$� ����� ������ ������$YLDWLRQ�VSRUWV�DQG�WUDLQLQJ�DQG�$YLDWLRQ�&RQWURO�6\VWHP� ��� ����� �����
���7RWDO�(&$$�SOXV�RWKHU�DFWLYLWLHV�*UDQG�7RWDO� ������������ ���������� ������������

���6RXUFH��0LQLVWU\�RI�3ODQQLQJ���������

�������������������������������������������������
���&RPSDULQJ�(&$$�ZLWK�RWKHU�HFRQRPLF�DXWKRULWLHV�VXFK�DV�WKH�*HQHUDO�$XWKRULW\�IRU�5DLOZD\V�LQGLFDWHV�WKDW�WKH\�DUH�DOVR�GHSHQGLQJ�RQ�JRYHUQPHQW�VXEVLGLHV�WR�FRYHU�WKHLU�FXUUHQW��DV�ZHOO�DV��LQYHVWPHQW�DFWLYLWLHV���
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$Q�LPSRUWDQW�LQGLFDWRU�RI�WKH�DELOLW\�RI�DLUSRUWV�WR�EH�ILQDQFLDOO\�YLDEOH�LV�WKH�VKDUH�RI�
DHURQDXWLFDO�UHYHQXHV�WR�WRWDO�UHYHQXHV��:RUOGZLGH��RQ�DYHUDJH��QRQ�DHURQDXWLFDO�VHUYLFHV�
UHSUHVHQW����SHUFHQW�RI�WRWDO�LQFRPH�SHU�DLUSRUW��%HWDQFRU��DQG�5HQGHLUR���������7KLV�
SHUFHQWDJH�ULVHV�WR�DQ�DYHUDJH�RI����SHUFHQW�IRU�1RUWK�$PHULFDQ�DLUSRUWV��ZKLOH�$IULFD�DQG�
&HQWUDO�DQG�6RXWK�$PHULFD�VKRZ�WKH�ORZHVW�UHJLRQDO�DYHUDJHV��������SHU�FHQW���)RU�&DLUR�
$LUSRUW�WKLV�DUJXPHQW�LV�QRW�FOHDU��VLQFH�ZKLOH�DHURQDXWLFDO�UHYHQXHV�DFFRXQW�IRU����SHUFHQW�
DQG�QRQ�DHURQDXWLFDO�UHYHQXHV�IRU����SHUFHQW��WKHUH�LV�D�ELJ�VKDUH�RI�UHYHQXHV�WKDW�DUH�
FODVVLILHG�DV�RWKHUV���
7DEOH����&DLUR�$LUSRUW��'LVWULEXWLRQ�RI�DHURQDXWLFDO�DQG�QRQ�DHURQDXWLFDO�UHYHQXHV��SHUFHQW��
�� �������� �������� ��������
$HURQDXWLFDO�� ���� ���� ����
1RQ�$HURQDXWLFDO�� ���� ���� ����
2WKHU�� ���� ���� ���
6RXUFH��&DLUR�$LUSRUW�$XWKRULW\����������

,Q�WKDW�FRQWH[W��LQWHUQDWLRQDO�H[SHULHQFHV�VXJJHVW�D�IHZ�LPSRUWDQW�OHVVRQV��)LUVW��WKH�DELOLW\�
RI�DLUSRUWV�WR�EH�ILQDQFLDOO\�YLDEOH�GHSHQGV�RQ�WKH�YROXPH�RI�WUDIILF�VXSSRUWHG�E\�WKH�DLUSRUWV���
$FFRUGLQJ�WR�'RJDQLV���������ZKHQ�DQ�DLUSRUW�UHDFKHV�WKH����PLOOLRQ�SDVVHQJHU�WKUHVKROG��
FRPPHUFLDO�UHYHQXHV�UHSUHVHQW�EHWZHHQ�������SHUFHQW�RI�WRWDO�LQFRPH��86�DLUSRUWV�DUH�DQ�
H[FHSWLRQ��ZLWK�������SHUFHQW�RI�LQFRPH�W\SLFDOO\�FRPLQJ�IURP�FRPPHUFLDO�UHYHQXHV���7KLV�LV�
SHUKDSV�EHFDXVH�86�DLUSRUWV�WHQG�WR�OHDVH�RXW�WHUPLQDOV��KDQJHUV�DQG�RWKHU�IDFLOLWLHV�WR�
FRPPHUFLDO�DLUOLQHV���6HFRQG��WKH�W\SH��DQG�QRW�MXVW�WKH�VL]H��RI�RZQHUVKLS�DQG�UHYHQXH�
JHQHUDWLRQ�DIIHFW�WKH�DLUSRUW¶V�DELOLW\�WR�JHQHUDWH�FRPPHUFLDO�UHYHQXHV��)RU�D�VDPSOH�RI�
DLUSRUWV�ZLWK�GLIIHUHQW�RZQHUVKLS�SDWWHUQV��JRYHUQPHQW�RZQHG�DLUSRUWV�JHQHUDWH�DQ�DYHUDJH�RI�
���SHUFHQW�RI�UHYHQXHV�IURP�FRPPHUFLDO�DFWLYLWLHV��ZKLOH�ZLWK�FRUSRUDWL]HG�DQG�SULYDWH�
DLUSRUWV��WKLV�UDWLR�ULVHV�WR����SHUFHQW�DQG����SHUFHQW�UHVSHFWLYHO\��%HWDQFRU�DQG�5HQGHLUR��
��������%RWK�WKHVH�SRLQWV�VXSSRUW�WKH�VXSHULRU�SHUIRUPDQFH�RI�&DLUR�$LUSRUW�UHODWLYH�WR�(&$$�
DLUSRUWV��7KLUG��DQG�GXH�WR�WKH�OLPLWHG�DWWUDFWLYHQHVV�RI�VPDOOHU�DLUSRUWV��PDQ\�/DWLQ�$PHULFDQ�
FRXQWULHV�KDYH�SULYDWL]HG�QHWZRUNV�RI�VPDOOHU�DLUSRUWV�UDWKHU�WKDQ�VWDQG�DORQH�RQHV�����

�������������������������������������������������
���7KLV�LV�DQ�RSWLRQ�WKDW�VKRXOG�EH�FRQVLGHUHG�IRU�VPDOOHU�DLUSRUWV�LQ�(J\SW��,Q�$UJHQWLQD��RYHU����DLUSRUWV�ZHUH�DZDUGHG� WR� D� VLQJOH� LQYHVWRU� XQGHU� RQH� FRQFHVVLRQ� DJUHHPHQW�� 7KH� FRQFHVVLRQ� SHULRG� ZDV� ��� \HDUV� ZLWK� D�SRVVLEOH����\HDU�H[WHQVLRQ��8QGHU�WKLV�DJUHHPHQW�WKH�FRQFHVVLRQDLUH�LV�IUHH�WR�GHWHUPLQH�QRQ�DHURQDXWLFDO�IHHV��ZKLOH�DHURQDXWLFDO� IHHV�DUH� UHJXODWHG��$Q� LQGHSHQGHQW� UHJXODWRU\�DXWKRULW\�ZDV�FUHDWHG� WR�PRQLWRU�FRPSOLDQFH�ZLWK�UHJXODWHG�IHHV�DV�ZHOO�DV�PHHW�LQYHVWPHQW�REOLJDWLRQV��
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,9���5HJXODWLRQ�RI�$LUSRUW�$FWLYLW\��
'HSHQGLQJ�RQ�WKH�SULYDWH�VHFWRU�IRU�ILQDQFLQJ�QHFHVVLWDWHV�WKDW�ZH�DVVXPH�WKH�SURILW�
PD[LPL]DWLRQ�PRWLYH��*LYHQ�WKH�XQGLVSXWHG�PDUNHW�SRZHU�LQ�VRPH�RI�WKH�DLUSRUW�DFWLYLWLHV��
WKH�LVVXH�RI�LQWURGXFLQJ�WKH�UHJXODWRU\�HQYLURQPHQW�WKDW�JXDUDQWHHV�HFRQRPLF�HIILFLHQF\�DQG�
JXDUGV�DJDLQVW�DEXVH�RI�PDUNHW�SRZHU�EHFRPHV�RI�FULWLFDO�LPSRUWDQFH���7KLV�HQWDLOV�D�
FRQVHQVXV�WKDW�WKH�UHVSRQVLELOLW\�RI�WKH�UHJXODWRU�FDQQRW�EH�OHIW�WR�WKH�RSHUDWLQJ�SULYDWH�ILUPV�
�HYHQ�WR�DXWRQRPRXV�SXEOLF�HQWLWLHV��WR�DVVXPH�����$V�D�UHVXOW��HFRQRPLF�UHJXODWLRQ�RI�WKH�
VHFWRU�DV�D�ZKROH�KDV�WR�EH�WUHDWHG�DV�D�QHFHVVDU\�SUH�FRQGLWLRQ�IRU�HIILFLHQW�RSHUDWLRQ�RI�WKH�
VHFWRU�XQGHU�SULYDWH�LQYHVWPHQW��7KLV�VHFWLRQ�GLVFXVVHV�PDQ\�RI�WKH�LVVXHV�UHOHYDQW�IRU�
SURYLGLQJ�D�FOHDU�DQG�WUDQVSDUHQW�UHJXODWRU\�HQYLURQPHQW�IRU�SULYDWH�DLUSRUWV��VXUYH\V�DLUSRUW�
UHJXODWLRQV�LPSOHPHQWHG�LQ�GLIIHUHQW�FRXQWULHV��DQG�ILQDOO\��KLJKOLJKWV�UHFHQW�UHJXODWRU\�
GHYHORSPHQWV�LQ�DLUSRUW�DFWLYLW\�LQ�(J\SW���
7KHRUHWLFDO�)RXQGDWLRQ�IRU�(FRQRPLF�5HJXODWLRQ�RI�$LUSRUWV�
(YHQ�WKRXJK�ZRUOGZLGH�WUHQGV�LQ�DLUSRUW�SULYDWL]DWLRQ�UHO\�KHDYLO\�RQ�%27�DUUDQJHPHQWV��
%27��EHLQJ�RQO\�D�PHDQV�RI�FKDQJLQJ�RZQHUVKLS�DQG�PDQDJHPHQW�IURP�SXEOLF�WR�SULYDWH�
KDQGV��SULYDWL]DWLRQ���LV�QRW�VXIILFLHQW�IRU�JXDUDQWHHLQJ�HIILFLHQW�HFRQRPLF�SHUIRUPDQFH�RI�
DLUSRUW�DFWLYLW\��)XUWKHUPRUH��DV�D�UXOH��LI�SXEOLF�PRQRSROLHV�DUH�WR�EH�WXUQHG�LQWR�SULYDWH�
PRQRSROLHV��ZKHWKHU�WKURXJK�GLYHVWLWXUH��%27��RU�*UHHQILHOG�SURMHFWV��WKHQ�FRQVXPHUV¶�
LQWHUHVWV�KDYH�WR�EH�SURWHFWHG��$OVR��UXOHV�HQVXULQJ��RU�VLPXODWLQJ��FRPSHWLWLRQ�LQ�WKH�
SURYLVLRQ�RI�DLUSRUW�VHUYLFHV�KDYH�WR�EH�H[SOLFLWO\�GHILQHG�WR�GHWHUPLQH�WKH�SDUDPHWHUV�RI�WKH�
EXVLQHVV�HQYLURQPHQW�IRU�SULYDWH�LQYHVWRUV�HQWHULQJ�WKLV�VHFWRU��7KHVH�JRDOV�DUH�W\SLFDOO\�
DFKLHYHG�WKURXJK�HFRQRPLF�UHJXODWLRQ�RI�YDULRXV�RSHUDWLRQDO�DVSHFWV�RI�DLUSRUW�DFWLYLW\����
� 7KH�XQGHUO\LQJ�SULQFLSOHV�EHKLQG�WKH�QHHG�IRU�HFRQRPLF�UHJXODWLRQ�RI�DLUSRUWV�VWHP�IURP�
WKH�IDFW�WKDW�DLUSRUWV��RU�DW�OHDVW�VRPH�RI�WKH�VHUYLFHV�WKH\�SURYLGH��DUH�SHUFHLYHG�DV�QDWXUDO�
PRQRSROLHV��LPSO\LQJ�WKDW�FRPSHWLWLRQ�DPRQJ�GLIIHUHQW�SURYLGHUV�LV�QRW�SUHVHQW�LQ�RUGHU�WR�
SXW�SUHVVXUH�RQ�SULFHV�DQG�SUHYHQW�WKH�DEXVH�RI�FRQVXPHUV��,Q�WKLV�HQYLURQPHQW��WKH�SURYLGHU�
XVHV�ODFN�RI�FRPSHWLWLRQ�WR�FKDUJH�KLJKHU�SULFHV��7KLV�EHKDYLRU�FUHDWHV�D�JDS�EHWZHHQ�ZKDW�LW�
�������������������������������������������������
���7KHUH�DUH�PXOWLSOH�IXQFWLRQV�WKDW�DLUSRUWV�XQGHU�JRYHUQPHQW�RZQHUVKLS�SHUIRUPHG�XS�XQWLO�WKH�HDUO\�VHYHQWLHV��PDQDJHPHQW��LQYHVWPHQW�GHFLVLRQV��UHJXODWLRQ��DQG�RSHUDWLRQ�RI�DLUSRUWV��
����(QVXULQJ�FRPSHWLWLRQ�LQ�WKH�ELGGLQJ�SURFHVV�IRU�%27�RU�DQFKRU�LQYHVWRUV�HQVXUHV�WKDW�JRYHUQPHQW�UHYHQXHV�IURP�WKH�WUDQVDFWLRQ�DUH�PD[LPL]HG�WKURXJK�FRPSHWLWLRQ�DPRQJ�GLIIHUHQW�ELGGHUV�WR�DFTXLUH�DQ�DVVHW�ZLWK�DQ�DWWUDFWLYH�H[SHFWHG�FDVK�IORZ��&RPSHWLWLRQ�LQ�WKH�ELGGLQJ�SURFHVV�LV�QRW��KRZHYHU��D�VXEVWLWXWH�IRU�HFRQRPLF�UHJXODWLRQ�RI�WKH�SULYDWL]HG�HQWLW\����
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FRVWV�WKH�HFRQRP\�WR�SURGXFH�WKH�VHUYLFH��PDUJLQDO�FRVW��DQG�WKH�PRQRSRO\�SULFH�FKDUJHG�E\�
WKH�SURILW�PD[LPL]LQJ�SULYDWH�SURYLGHU��7KHVH�FRQGLWLRQV�UHVXOW�LQ�DQ�DUWLILFLDOO\�ORZ�OHYHO�RI�
SURYLVLRQ�RI�DLUSRUW�VHUYLFHV�WKDW�KDV�D�QHJDWLYH�LPSDFW�RQ�FRQVXPHU�VXUSOXV�DQG�DOO�LQGXVWULHV�
WKDW�UHO\�RQ�DLUSRUW�VHUYLFHV�WR�SURGXFH�WKHLU�UHVSHFWLYH�RXWSXWV��7KH�PRVW�LPSRUWDQW�ZD\V�RI�
UHJXODWLQJ�WKLV�HQYLURQPHQW�DUH�WKURXJK�SROLFLHV�WKDW�FRQWURO�SULFHV�DQG�IDUHV�E\�W\LQJ�WKHP�WR�
IDFWRUV�H[RJHQRXV�WR�WKH�LQGXVWU\�DQG�RU�RSHUDWRU��RU�WKURXJK�PHFKDQLVPV�WKDW�GHWHUPLQH�D�
FHLOLQJ�RQ�UHWXUQV�RU�SURILWV�LQ�WKH�SRWHQWLDOO\�PRQRSROLVWLF�DFWLYLW\����

(PSLULFDO�UHVHDUFK�DOVR�VXSSRUWV�WKH�LPSRUWDQFH�RI�GHYHORSLQJ�D�FRPSUHKHQVLYH�UHJXODWRU\�
DQG�LQVWLWXWLRQDO�IUDPHZRUN�IRU�DQ\�SULYDWL]DWLRQ�SURFHVV��,Q�WKLV�FRQWH[W��1HOOLV��������DUJXHV�
WKDW�ZKLOH�SULYDWL]DWLRQ�LQDUJXDEO\�LPSURYHV�ILUP�SHUIRUPDQFH��LQ�VRPH�LQVWLWXWLRQDOO\�ZHDN�
WUDQVLWLRQ�HFRQRPLHV��RZQHUVKLS�FKDQJH�KDV�VR�IDU�QRW�GHOLYHUHG�RQ�LWV�SURPLVH��7DQGRQ�
�������XVLQJ�D������VXUYH\�RI�SULYDWL]DWLRQ�H[SHULHQFHV�FRQFOXGHV�WKDW�³«SULYDWL]DWLRQ�KDV�
QRW�OHG�WR�HIILFLHQF\�LPSURYHPHQW�«ZKHUH�WKH�GHJUHH�RI�FRPSHWLWLRQ�KDV�UHPDLQHG�
XQFKDQJHG�EHIRUH�DQG�DIWHU�SULYDWL]DWLRQ´�DQG�WKDW�SULYDWL]DWLRQ�³UHVXOWHG�LQ�HIILFLHQF\�
LPSURYHPHQW«>ZKHQ�LW�KDV@�EHHQ�FRQWHPSRUDQHRXV�ZLWK�GHUHJXODWLRQ�RU�RWKHU�W\SHV�RI�
FRPSHWLWLRQ�HQKDQFLQJ�PHDVXUHV��6LPLODUO\��LQ�(DVW�$VLD��GLVVDWLVIDFWLRQ�ZLWK�WKH�
WUDQVSDUHQF\�RI�SULYDWL]DWLRQ�KDV�UHFHQWO\�JHQHUDWHG�VNHSWLFLVP�DERXW�LWV�DELOLW\�WR�SURGXFH�WKH�
KRSHG�IRU�UHVXOWV�LQ�FRXQWULHV�ZLWK�ZHDN�UHJXODWRU\�DQG�LQVWLWXWLRQDO�VHWWLQJV��(YHQ�LQ�/DWLQ�
$PHULFD��FRXQWU\�H[SHULHQFHV�VXJJHVW�WKDW�SULYDWL]DWLRQ�ZLWKRXW�WKH�VWURQJ�UROH�RI�DQ�
LQGHSHQGHQW�UHJXODWRU��DQG�ZLWKRXW�D�FRPSUHKHQVLYH�SHUVSHFWLYH�RQ�UHIRUPLQJ�WKH�ZKROH�
VHFWRU�FDQ�SURGXFH�GLVDSSRLQWLQJ�UHVXOWV�����,Q�VRPH�H[WUHPH�FDVHV�LQ�(DVWHUQ�(XURSH�DQG�
5XVVLD��PDQ\�HFRQRPLVWV�KDYH�FRQFOXGHG�WKDW�SULYDWL]DWLRQ�³VKRXOG�KDYH�EHHQ�SUHFHGHG��QRW�
DFFRPSDQLHG��E\�LQVWLWXWLRQ�EXLOGLQJ�DQG�WKDW�WKH�SURSHU�ZD\�IRUZDUG�LV�WR�VWUHQJWKHQ�WKH�
VWUXFWXUHV�RI�WKH�VWDWH´��1HOOLV�����������
�������������������������������������������������
���([WHUQDOLWLHV��TXDOLW\�RI�VHUYLFH��VDIHW\�FRQVLGHUDWLRQ�DQG�WKH�HQYLURQPHQW�DUH�DOO�DVSHFWV�RI�DLUSRUW�DFWLYLW\�WKDW�KDYH�WR�EH�PRQLWRUHG��UHJXODWHG��DQG�DFFRXQWHG�IRU�ZKHQ�HFRQRPLFDOO\�UHJXODWLQJ�DLUSRUW�LQGXVWU\��7KHVH�DUHDV��KRZHYHU��DUH�EH\RQG�WKH�GLVFXVVLRQ�RI�WKLV�SDSHU���
���$Q�DUHD�ZKHUH�D�ORW�RI�DWWHQWLRQ�KDV�IRFXVHG�UHFHQWO\�LV�RQ�ZKHWKHU�SULYDWL]DWLRQ�KDG�D�QHJDWLYH�LPSDFW�RQ�WKH�SRRU��LQ�WHUPV�RI�KLJKHU�WDULIIV�IRU�VLPLODU�VHUYLFH��$V�D�UHVXOW��PDQ\�/DWLQ�$PHULFDQ�FRXQWULHV��ZKHWKHU�SULRU�WR�SULYDWL]DWLRQ��RU�DV�D�UHDFWLRQ�WR�XQVXFFHVVIXO�H[SHULHQFHV��KDYH�LQWURGXFHG�SUR�SRRU�WDUJHWHG�SROLFLHV�LQ�WKHLU�IDUH�VWUXFWXUH�IRU�QHZO\�HVWDEOLVKHG�XWLOLW\�FRPSDQLHV��WKDW�FRPSOHPHQW�RWKHU�VRFLDO�SURJUDPV�LPSOHPHQWHG�E\�WKH�JRYHUQPHQW��:KLOH�WKLV�GLVFXVVLRQ�LV�PRUH�UHOHYDQW�WR�XWLOLWLHV�WKDW�KDYH�VRFLDO�DVSHFWV�WR�WKHP�VXFK�DV�ZDWHU��WHOHFRPPXQLFDWLRQ�FRPSUHKHQVLYH�FRYHUDJH��URDGV��HOHFWULFLW\��HWF���LW�KDV�JHQHUDO�SROLWLFDO�UHSXUFXVVLRQV�RQ�WKH�SRSXODULW\�RI�WKH�SURFHVV�RI�SULYDWL]DWLRQ�LQ�JHQHUDO��)RU�D�PRUH�FRPSUHKHQVLYH�GLVFXVVLRQ�RI�XWLOLW\�SULYDWL]DWLRQ�DQG�SROLFLHV�DGGUHVVLQJ�WKH�SRRU¶V�QHHGV��UHIHU�WR�(VWDFKH��*RPH]�/RER�DQG�/HLS]LJHU���������6HH�DOVR�&KLVDUL��(VWDFKH�DQG�5RPHUR���������
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6R�JLYHQ�WKDW�WKHRUHWLFDO�DQG�HPSLULFDO�HYLGHQFH�HPSKDVL]HV�WKH�LPSRUWDQFH�RI�WKH�
UHJXODWRU\�UROH�EHIRUH��GXULQJ��DQG�DIWHU�DLUSRUW�SULYDWL]DWLRQ��DQG�JLYHQ�WKH�IDFW�WKDW�HYHQ�ZLWK�
%27�DUUDQJHPHQWV�WKH�UHJXODWRU\�UROH�LV�FULWLFDO�LQ�HQVXULQJ�HFRQRPLFDOO\�HIILFLHQW�
SHUIRUPDQFH��ZKDW�DUH�WKH�SRVVLEOH�PHDQV�IRU�WKH�UHJXODWRU\�DJHQF\�WR�XVH�LQ�FRQWUROOLQJ�
SRWHQWLDO�PRQRSRO\�SRZHU�LQ�DLUSRUWV"���
5HJXODWLRQ�2SWLRQV�IRU�$LUSRUW�,QGXVWU\�
7KLV�VHFWLRQ�GLVFXVVHV�DUHDV�RI�UHJXODWLRQ�IRFXVLQJ�PRVWO\�RQ�SULFLQJ�DQG�UDWH�RI�UHWXUQ�
UHJXODWLRQV�����7KHVH�RSWLRQV�KDYH�WR�EH�HYDOXDWHG��7KH�PRVW�VXLWDEOH�RSWLRQ�PD\�GLIIHU�IURP�
RQH�FRXQWU\�WR�DQRWKHU�GHSHQGLQJ�RQ�WKH�LQLWLDO�FRQGLWLRQV�LQ�WKH�LQGXVWU\�LWVHOI��FRPPHUFLDO�
YLDELOLW\�RI�WKH�DFWLYLW\��DQG�RQ�KRZ�WKH�VHFWRU�LQVWLWXWLRQDOO\�UHODWHV�WR�RWKHU�OHJDO�DQG�
UHJXODWRU\�FRPSRQHQWV�RI�WKH�HFRQRPLF�HQYLURQPHQW�RI�WKH�FRXQWU\�DV�D�ZKROH����7KH�PDLQ�
SRLQW�LV�WR�HQVXUH�VXIILFLHQW�FRPSHWLWLRQ��SURWHFWLRQ�RI�FRQVXPHUV��DQG�WKH�UHVXOWLQJ�HIILFLHQW�
DOORFDWLRQ�RI�UHVRXUFHV���
8QEXQGOLQJ�RI�$LUSRUW�$FWLYLW\�
$Q�HVVHQWLDO�TXHVWLRQ�WR�EH�NHSW�LQ�PLQG�LV��'R�DOO�DLUSRUW�VHUYLFHV�H[KLELW�QDWXUDO�PRQRSRO\�
FKDUDFWHULVWLFV"��2U��GXH�WR�WKH�PXOWL�SURGXFW�QDWXUH�RI�DLUSRUWV��GR�ZH�KDYH�WR�GLVWLQJXLVK�
EHWZHHQ�DFWLYLWLHV�LQ�ZKLFK�WKH�H[HUWLRQ�RI�PRQRSRO\�SRZHU�LV�YHU\�OLNHO\�DQG�WKRVH�LQ�ZKLFK�
FRPSHWLWLRQ�LV�IHDVLEOH�DQG�GHVLUDEOH"�7KH�LGHDO�DQDO\VLV�VKRXOG�IRFXV�RQ�HDFK�RI�WKHVH�
DFWLYLWLHV�VHSDUDWHO\�DQG�DQDO\]H�WKHLU�SRWHQWLDO�IRU�IDFLQJ�FRPSHWLWLRQ��:KHWKHU�WKDW�
FRPSHWLWLRQ�LV�FRPSHWLWLRQ�LQ�RSHUDWLRQ�RU�FRPSHWLWLRQ�IRU�WKH�ULJKW�WR�VHUYH�WKH�PDUNHW����
7KHQ�HDFK�LQGLYLGXDO�VHUYLFH�SURYLGHG�E\�DLUSRUWV�VKRXOG�EH�EURNHQ�GRZQ�DQG�WKH�UHJXODWRU\�
HQYLURQPHQW�GHILQHG�WR�DGGUHVVHV�DQ\�PDUNHW�ZHDNQHVV�LQ�HDFK�DFWLYLW\�VHSDUDWHO\��%XW�
EHFDXVH�LW�LV�YHU\�FRVWO\�DQG�VRPHWLPHV�QRW�IHDVLEOH��FRXQWULHV�ZLWK�D�KLVWRU\�RI�DLUSRUW�
SULYDWL]DWLRQ��HVSHFLDOO\�GHYHORSHG�FRXQWULHV��KDYH�GHYLVHG�HODERUDWH�V\VWHPV�IRU�UHJXODWLQJ�

�������������������������������������������������
���)RU�D�GLIIHUHQW�SRVLWLRQ�RQ�WKH�UHODWLRQVKLS�EHWZHHQ�VHFWRU�UHIRUP�DQG�%27�SULYDWL]DWLRQ��VHH�*DODO���������
���%HFDXVH��W\SLFDOO\�DLUSRUW�HQWU\��FKRLFH�RI�ORFDWLRQ��DQG�GLVWULEXWLRQ�RI�WUDIILF�ZLWK�QHLJKERULQJ�DLUSRUWV�DUH�IDFWRUV�WKDW�DUH�DUH�EH\RQG�WKH�FRQWURO�RI�DQ\�VLQJOH�DLUSRUW�RSHUDWRU��LVVXHV�RI�SUHGDWRU\�SULFLQJ��FROOXVLYH�EHKDYLRU��HWF��DUH�QRW�UHOHYDQW�WR�WKH�UHJXODWRU\�SULQFLSOHV�RI�DLUSRUWV��
���/DIIRQW��������GLVFXVVHV�KRZ�UHJXODWRU\�SULQFLSOHV�WUDQVODWH�LQWR�SUDFWLFDO�LVVXHV�DQG�FKRLFHV��/DIIRQW��������H[WHQGV�WKLV�H[HUFLVH�WR�WKH�FRQWH[W�RI�D�GHYHORSLQJ�FRXQWU\�HQYLURQPHQW��
���7KH�OLWHUDWXUH�RQ�KRZ�WR�GHVLJQ�D�%27�FRQWUDFWXDO�DUUDQJHPHQW�DQG�JXUDQWHH�FRPSHWLWLYH�ELGGLQJ�DW�WKLV�VWDJH�LV�H[WHQVLYH��,Q�WKLV�FRQWH[W�UHIHU��IRU�H[DPSOH�WR�(VWDFKH�DQG�0DUWLPRUW���������81,'2��������RQ�KRZ�WR�GHVLJQ�D�FRQFHVVLRQ�FRQWUDFW��(OOLV���������(OOLV���������0HQRFNNRII�DQG�=HJUDVV���������(VWDFKH�DQG�5RGULJXH]���������&UDPSHV�DQG�(VWDFKH���������
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DLUSRUW�DFWLYLW\�WKDW�UHO\�RQ�VRPH�OHYHO�RI�XQEXQGOLQJ�RI�DLUSRUW�DFWLYLWLHV��7KH�OHYHO�RI�
µXQEXQGOLQJ¶�YDULHV�IURP�RQH�FRXQWU\�WR�DQRWKHU���
�7DEOH����&ODVVLILFDWLRQ�RI�DLUSRUW�DFWLYLWLHV�
2SHUDWLRQDO� +DQGOLQJ� &RPPHUFLDO�
���$LU�WUDIILF�FRQWURO� ���$LUFUDIW�FOHDQLQJ� ���'XW\�IUHH�VKRSV�
���0HWHRURORJLFDO�VHUYLFHV� ���3URYLVLRQ�RI�SRZHU�DQG�IXHO� ���2WKHU�UHWDLOLQJ�VKRSSLQJ�
���7HOHFRPPXQLFDWLRQ� ���/XJJDJH�DQG�IUHLJKW�ORDGLQJ�DQG�XQORDGLQJ� ���5HVWDXUDQWV�DQG�EDUV�
���3ROLFH�DQG�VHFXULW\� ���3URFHVVLQJ�RI�SDVVHQJHUV��EDJJDJH�DQG�IUHLJKW� ���/HLVXUH�VHUYLFHV�
���)LUH��DPEXODQFH�DQG�ILUVW�DLG�VHUYLFHV� � ���+RWHO�DFFRPPRGDWLRQ��
���5XQZD\��DSURQ�DQG�WD[LZD\�PDLQWHQDQFH� � ���%DQNV�
� � ���&DU�UHQWDO�DQG�SDUNLQJ�
� � ���&RQIHUHQFH�DQG�FRPPXQLFDWLRQ�VHUYLFHV�
$HURQDXWLFDO�RU�DLUVLGH�VHUYLFHV� 1RQ�DHURQDXWLFDO�RU�ODQGVLGH�VHUYLFHV�

6RXUFH��%HWDQFRU�DQG�5HQGHLUR���������S����
7\SLFDOO\��FRXQWULHV�KDYH�OXPSHG�DFWLYLWLHV�LQWR�WZR�JURXSV��RSHUDWLRQDO�VHUYLFHV�DQG�QRQ�

RSHUDWLRQDO�VHUYLFHV��ZLWK�D�WKLUG�JURXS��KDQGOLQJ��WKDW�OLHV�EHWZHHQ�WKHVH�WZR�FDWHJRULHV��7KH�
QRQ�RSHUDWLRQDO�LQFOXGH�VXFK�DFWLYLWLHV�DV�GXW\�IUHH�VKRSV��UHWDLO�VKRSSLQJ��UHVWDXUDQWV��KRWHOV��
DQG�EDQN�VHUYLFHV��7KHUH�LV�DJUHHPHQW�WKDW�IRU�QRQ�RSHUDWLRQDO�VHUYLFHV��WKHUH�LV�URRP�IRU�
LQWURGXFLQJ�FRPSHWLWLYH�IRUFHV��DW�OHDVW�LQ�WKH�IRUP�RI�FRPSHWLWLRQ�IRU�WKH�PDUNHW��+HQFH��LI�
VXEFRQWUDFWLQJ�WDNHV�SODFH��DQ\�FRQFHUQ�DERXW�WKH�H[SORLWDWLRQ�RI�PRQRSRO\�SRZHU�VKRXOG�EH�
PDLQO\�ZLWK�UHJDUGV�WR�RSHUDWLRQDO�DFWLYLWLHV��7KLV�LV�ZK\�PRVW�UHJXODWRU\�SURYLVLRQV�DIIHFWLQJ�
DLUSRUW�FKDUJHV�FRQFHQWUDWH�RQ�WKH�RSHUDWLRQDO�VLGH�RI�DFWLYLWLHV��0RVW�FDVHV�RI�DLUSRUW�SULFH�
UHJXODWLRQ��SULQFLSDOO\�DLP�WR�FRQWURO�RSHUDWLRQDO�FKDUJHV���

$V�D�UHVXOW��WKHUH�LV�FRQVHQVXV�LQ�HFRQRPLF�OLWHUDWXUH�RQ�DLUSRUW�UHJXODWLRQ�WKDW�IRU�QRQ�
RSHUDWLRQDO�VHUYLFHV��LQWURGXFLQJ�FRPSHWLWLRQ�LV�IHDVLEOH�DQG�GHVLUDEOH��)XUWKHUPRUH��
FRPSHWLWLRQ�IRU�WKH�PDUNHW�FDQ�EH�LQWURGXFHG�IRU�DQ�DGGLWLRQDO�VXEVHW�RI�DHURQDXWLFDO�VHUYLFHV�
UHODWHG�WR�DLUFUDIW�PRYHPHQW��VXFK�DV�WKH�SURYLVLRQ�RI�UXQZD\V��DSURQV��DQG�WD[LZD\V��,Q�WKHVH�
VHUYLFHV��UHJXODWLRQ�FRXOG�WDNH�WKH�IRUP�RI�FRPSHWLWLRQ�WR�VHUYH�WKH�PDUNHW��FRQFHVVLRQV�RU�
OHDVLQJ���DV�ZHOO�DV�IDUH�FRQWUROV�IRU�RSHUDWLRQDO�VHUYLFHV��%HWDQFRU�DQG�5HQGHLUR����������
3ULFH�&DS�5HJXODWLRQV��
8QGHU�WKLV�SULFLQJ�V\VWHP��DLUSRUW�FKDUJHV�DUH�FDSSHG�RQ�DQ�DQQXDO�EDVLV�DFFRUGLQJ�WR�D�
SHUFHQWDJH�;�OHVV�WKDQ�LQIODWLRQ��W\SLFDOO\�WKH�FRQVXPHU�SULFH�LQGH[���7KH�;�IDFWRU�LV�DGMXVWHG�
HYHU\�VSHFLILHG�QXPEHU�RI�\HDUV��WDNLQJ�LQWR�DFFRXQW��LQWHU�DOLD��PDMRU�LQYHVWPHQW�SURMHFWV��
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7KH�8QLWHG�.LQJGRP�KDV�RQH�RI�WKH�PRVW�ZHOO�GHYHORSHG�V\VWHPV�RI�UHJXODWLQJ�DLUSRUW�
DFWLYLW\��7KH�&LYLO�$YLDWLRQ�$XWKRULW\�FRQWUROV�WKH�DHURQDXWLFDO�FKDUJHV�E\�DSSO\LQJ�D�5HWDLO�
3ULFH�,QGH[��53,��PLQXV�;�IRUPXOD��7KH�;�IDFWRU�LV�DGMXVWHG�HYHU\�ILYH�\HDUV��ZKHQ�WKH�&LYLO�
$YLDWLRQ�$XWKRULW\��WKH�UHJXODWRU\�ERG\�RI�WKH�VHFWRU��LV�DOVR�UHTXLUHG�WR�UHIHU�WKH�UDWHV�IRU�
UHYLHZ�E\�WKH�0RQRSROLHV�DQG�0HUJHUV�&RPPLVVLRQ�����

,Q�RWKHU�(XURSHDQ�FRXQWULHV�VLPLODU�IRUPXODH�ZLWK�PRUH�SDUDPHWHUV��LQFOXGLQJ�JURZWK�LQ�
WUDIILF��KDYH�EHHQ�DGRSWHG��7KXV��9LHQQD�$LUSRUW��IRU�H[DPSOH��WDNHV�D�WDULII�EDVNHW�DSSURDFK�
LQ�ZKLFK�LQIODWLRQ�DQG�WUDIILF�DUH�WKH�JXLGLQJ�SDUDPHWHUV��,Q�3RUWXJDO��WKH�WDULII�EDVNHW�LQFOXGHV�
DLUSRUW�FRVWV��WUDIILF�JURZWK��FRPPHUFLDO�LQFRPH�DQG�LQIODWLRQ��,Q�6RXWK�$IULFD��DHURQDXWLFDO�
FKDUJHV�PD\�LQFUHDVH�DW�WKH�VDPH�UDWH�DV�LQIODWLRQ�IRU�WKH�ILUVW�WZR�\HDUV�DIWHU�SULYDWH�
SDUWLFLSDWLRQ��IROORZHG�E\�WKUHH�\HDUV�DW�53,�PLQXV�;��*XLGHOLQHV�KDYH�EHHQ�SURYLGHG�WR�WKH�
5HJXODWLQJ�&RPPLWWHH�UHJDUGLQJ�WKH�YDOXDWLRQ�RI�;��,Q�&RORPELD��D�V\VWHP�RI�LQGH[LQJ�KDV�
EHHQ�SURYLGHG��ZKLFK�WDNHV�LQWR�DFFRXQW�D�QXPEHU�RI�SDUDPHWHUV��,Q�&DQDGD��E\�FRQWUDVW��QR�
GHILQHG�PHFKDQLVP�KDV�EHHQ�HVWDEOLVKHG�DQG�WKH�LVVXH�LV�OHIW�WR�WKH�DLUSRUW�RSHUDWRUV�DQG�WKH�
DLUOLQHV�WR�VHWWOH�WKURXJK�FRQVXOWDWLRQ����)LQDOO\��FRXQWULHV�VXFK�DV�6ZLW]HUODQG��7DQ]DQLD�DQG�
,UDQ�UHO\�RQ�FRPSHWLWLRQ�IURP�VHYHUDO�FRPSDQLHV�WR�SURYLGH�SDUWLFXODU�DLUSRUW�VHUYLFHV�DV�WKHLU�
PHFKDQLVP�RI�DOORZLQJ�WKH�PDUNHW�WR�SURYLGH�WKH�QHFHVVDU\�UHJXODWLRQ��,Q�$XVWUDOLD��D�VLPLODU�
SULFLQJ�PHFKDQLVP�LV�DSSOLHG��ZKHUH�WKH�$&&&�ZDV�HVWDEOLVKHG�WR�UHGXFH�DHURQDXWLFDO�
FKDUJHV�LQ�UHDO�WHUPV�RYHU�D�SHULRG�RI�ILYH�\HDUV�E\�FDSSLQJ�LW�ZLWK�53,�PLQXV�;����$&&&��
�������
5DWH�RI�5HWXUQ�DQG�&RVW�5HFRYHU\�5HJXODWLRQV��
7KH�FKDUDFWHUL]LQJ�IHDWXUH�RI�UDWH�RI�UHWXUQ�UHJXODWLRQ�LV�WKDW�LW�IL[HV�WKH�PD[LPXP�UDWH�RI�
UHWXUQ�WR�EH�HDUQHG�RQ�LQYHVWPHQW�LQ�D�SDUWLFXODU�SURMHFW��8QGHU�WKLV�V\VWHP��LI�FRVWV�DUH�
DFFXUDWH��LW�LV�EDVLFDOO\�D�ZD\�RI�SULFH�IL[LQJ��'HVSLWH�WKH�SUHYDOHQFH�RI�WKHVH�FRVW�EDVHG�
SULFLQJ�UHJXODWLRQV��LW�LV�ZLGHO\�UHFRJQL]HG�WKDW�WKHVH�V\VWHPV�DUH�VXEMHFW�WR�WZR�PDLQ�

�������������������������������������������������
���)RU�0DQFKHVWHU�DLUSRUW��LW�LV�WKH�DYHUDJH�\LHOG�SHU�SDVVHQJHU��ZKLFK�LV�FDSSHG���
��� ,&$2� �����F��� $V� UHJDUGV� HFRQRPLF� UHJXODWLRQ� RI� DLU� QDYLJDWLRQ� VHUYLFHV�� WKH� RQO\� SULYDWH� FRUSRUDWLRQ��1DY&DQDGD��LV�D�QRQSURILW�RUJDQL]DWLRQ�DQG�RYHUVHHQ�E\�WKH�DLUOLQHV�FXVWRPHUV�E\�PHDQV�RI�PHPEHUVKLS�RQ�WKH�%RDUG��,Q�RWKHU�FRXQWULHV��WKH�JRYHUQPHQW�UHWDLQV�FRQWURO�RYHU�DLU�QDYLJDWLRQ�VHUYLFHV�FKDUJHV�DQG�RWKHU�LVVXHV��
���8QOLNH�UHJXODWRU\�SUDFWLFHV�LQ�PDQ\�FRXQWULHV��$XVWUDOLD�GHFLGHG�DJDLQVW�WKH�XVH�RI�LQGXVWU\�VSHFLILF�UHJXODWRUV�LQ�IDYRU�RI�D�VLQJOH�HQWLW\�UHVSRQVLEOH�IRU�UHJXODWLRQ�DQG�HQVXULQJ�FRPSHWLWLRQ�LQ�GLIIHUHQW�HFRQRPLF�VHFWRUV��WKH�$XVWUDOLDQ�&RPSHWLWLRQ�DQG�&RQVXPHU�&RPPLVVLRQ��$&&&����
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UHVHUYDWLRQV����)LUVWO\��UHJXODWRUV�KDYH�LQVXIILFLHQW�LQIRUPDWLRQ�RQ�WKH�VFRSH�RI�WKH�ILUP�IRU�
PDNLQJ�FRVW�HIILFLHQFLHV��LQ�RUGHU�WR�PDNH�WKH�ULJKW�LQYHVWPHQWV�HIILFLHQWO\���6HFRQGO\��
EHFDXVH�WKH�ILUP�NQRZV�WKLV�LV�WKH�FDVH��WKH�ILUP�KDV�LQFHQWLYHV�WR�LQIOXHQFH�WKH�V\VWHP��7KH�
ILUP�FRXOG�HQGHDYRU�WR�DUWLILFLDOO\�LQIODWH�LWV�UHFRUGHG�DQG�SURMHFWHG�FRVWV�LQ�RUGHU�WR�JHW�D�
ORRVHU�SULFH�FDS���

7KH�PRVW�FRPPRQO\�XVHG�IRUP�RI�UDWH�RI�UHWXUQ�UHJXODWLRQ��ZLWK�VRPH�UHVWULFWLRQV�RQ�
SULFLQJ�RI�DHURQDXWLFDO�VHUYLFHV��LV�WKH�VLQJOH�WLOO�DFFRXQWLQJ�SULQFLSOH��8QGHU�WKLV�UXOH��DOO�
UHYHQXHV�DQG�FRVWV�IURP�DOO�UHYHQXH�JHQHUDWLQJ�DFWLYLWLHV�RI�WKH�DLUSRUW�DUH�SRROHG�WR�
GHWHUPLQH�WKH�FKDUJHV�WKDW�µUHFRYHU¶�WKHVH�FRVWV��7KH�UHYHQXHV�GHULYHG�IURP�QRQ�DHURQDXWLFDO�
DFWLYLWLHV�DW�DLUSRUWV��ZKLFK�LQ�VRPH�LQVWDQFHV�DFFRXQW�IRU�PRUH�WKDQ�KDOI�RI�WRWDO�DLUSRUW�
UHYHQXHV��DUH�WKXV�XVHG�WR�FRPSHQVDWH�IRU�DLUSRUW�ORVVHV��7KH\�DGG�WR�DLUSRUWV�DELOLW\�WR�
ILQDQFH�FDSLWDO�FRVWV��QRW�DFFXUDWHO\�DFFRXQWHG�IRU�XQGHU�DFFRXQWLQJ�SULQFLSOHV�DQG�JHQHUDOO\�
LQFUHDVH�WKH�ILQDQFLDO�YLDELOLW\�RI�WKH�DFWLYLW\�DV�D�ZKROH���

7KLV�UXOH��DUJXH�VRPH�FULWLFV��NHHSV�WKH�FRVW�RI�RSHUDWLRQDO�VHUYLFHV�DUWLILFLDOO\�ORZ�
FRPSDUHG�WR�WKH�DFWXDO�FRVW�RI�SURYLGLQJ�WKH�VHUYLFH��7KH�XVXDO�DUJXPHQWV�RI�FURVV�
VXEVLGL]DWLRQ�DFURVV�DFWLYLWLHV�DQG�KRZ�WKH\�SURGXFH�DOORFDWLYH�GLVWRUWLRQV�DSSO\��<HW��RWKHUV�
DUJXH�WKDW�WKHUH�DUH�UHQWV�GHULYHG�IURP�WKHVH�FRPPHUFLDO�DFWLYLWLHV�WKDW�ZRXOG�QRW�KDYH�
PDWHULDOL]HG�LQ�WKH�DEVHQFH�RI�WKH�PDLQ�DFWLYLW\�RI�WKH�DLUSRUW��DHURQDXWLFDO���7KHUHIRUH��WKHUH�
LV�QR�KDUP�LQ�GLVWULEXWLQJ�WKHVH�UHQWV�DFURVV�DOO�DFWLYLWLHV�XQGHU�WKH�XPEUHOOD�RI�WKH�DLUSRUW�DV�D�
ZKROH��3URSRQHQWV�RI�WKH�ILUVW�SRVLWLRQ�KDYH�SURSRVHG�ZKDW�LV�NQRZQ�LQ�WKH�LQGXVWU\�DV�WKH�
GXDO�WLOO�DSSURDFK�WR�SULFLQJ�RI�DLUSRUW�DFWLYLW\��8QGHU�WKLV�SULQFLSOH��RQO\�FRVWV�DQG�UHYHQXHV�
GLUHFWO\�OLQNHG�WR�DHURQDXWLFDO�VHUYLFHV�DUH�XVHG�WR�GHWHUPLQH�SULFH�FDSV��

7KH�GXDO�WLOO�DSSURDFK�RQO\�IRFXVHV�RQ�FRUH�DHURQDXWLFDO�UHYHQXHV�DQG�H[SHQVHV�ZKHQ�
VHWWLQJ�SULFH�FDSV�RQ�WKHVH�VHUYLFHV��7KH�IDFWRU�IDYRULQJ�HLWKHU�RI�WKHVH�SRVLWLRQV��LV�ZKHWKHU�
FRPPHUFLDO�VHUYLFHV�RQ�WKH�DLUSRUW�SUHPLVHV�HQMR\�D�PRQRSROLVWLF�SRVLWLRQ�WKDW�UHTXLUHV�
SURWHFWLRQ�IURP�H[FHVVLYH�SULFLQJ��$QG��LI�WKLV�SRVLWLRQ�H[LVWV��GRHV�WKH�JRYHUQPHQW�RU�LWV�
�������������������������������������������������
���7KH�PRYH�WRZDUGV�VHOI�ILQDQFLQJ�KDV�PDJQLILHG�DQ�DFFRXQWLQJ�SUREOHP�WKDW�ZDV�QRW�XQGHU�IRFXV�ZKHQ�WKHVH�HQWLWLHV� ZHUH� XQGHU� JRYHUQPHQW� RU� VHPL�JRYHUQPHQW� RZQHUVKLS� DQG� PDQDJHPHQW�� 'HSUHFLDWLRQ� DQG�RU�DPRUWL]DWLRQ�FRVWV��ZKLFK�DUH�VWLOO�QRW�UHSRUWHG�LQ�VHYHUDO�LQVWDQFHV��FRPELQHG�ZLWK�VWULFW�UXOHV�RQ�µFRVW�UHFRYHU\¶�SULFLQJ�UHJXODWLRQ��EHFRPH�PRUH�VHULRXV�WKDQ�MXVW�D�UHFRUG�RI�ZKLFK�DLUSRUWV�DUH�SURILWDEOH�DQG�ZKLFK�DLUSRUWV�DUH�QRW�� ZKHQ� WKH\� UHSUHVHQW� SDUDPHWHUV� XVHG� LQ� GHWHUPLQLQJ� WKH� UDWH� RI� UHWXUQ� WR� EH� DOORZHG� XQGHU� WKLV� IRUP� RI�UHJXODWLRQ�� ,Q� WKDW� FRQWH[W�� %HWDQFRU� DQG� 5HQGHLUR� ������� DUJXH� WKDW� IRU� D� SULYDWH� ILUP�� WKH� DFWXDO� SULFLQJ�VWUXFWXUH�XSRQ�ZKLFK�UHJXODWRU\�GHYLFHV�DUH�DSSOLHG�PXVW�EH�FRQVLVWHQW�ZLWK�DGGLWLRQDO�FDSDFLW\� LQYHVWPHQW� VR�WKDW�FRUUHVSRQGLQJ�FRVWV�DUH�DOVR�FRYHUHG����
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UHJXODWRU\�DUP�KDYH�DQ�REOLJDWLRQ�WR�SURWHFW�XVHUV�RI�FRPPHUFLDO�VHUYLFHV�IURP�PRQRSRO\�
SRZHU"�

$Q�DUJXPHQW�LQ�IDYRU�RI�VLQJOH�WLOO��KRZHYHU��HPSKDVL]HV�WKDW�WKH�VLQJOH�WLOO�LV�RQO\�XVHG�WR�
XWLOL]H�WKH�SUHPLXP�SULFHV�DQG�FKDUJHV�RI�FRPPHUFLDO�VHUYLFHV�WR�VXEVLGL]H�WKH�QHFHVVDU\�
DHURQDXWLFDO�DFWLYLW\����DQG�FRQVHTXHQWO\�WR�DOORZ�WKHVH�SULFHV�WR�EH�UHGXFHG�WR�IXUWKHU�HQKDQFH�
DLUSRUWV¶�DELOLW\�WR�EHQHILW�FRQVXPHUV�DQG�WR�FRQGXFW�LWV�SULPDU\�VHUYLFH��DHURQDXWLFDO���7KH�
RWKHU�DUJXPHQW�WKDW�IDYRUV�VLQJOH�WLOO�DSSURDFKHV�LV�WKDW�WKH�SUHPLXP�ORFDWLRQ�IRU�FRPPHUFLDO�
VHUYLFHV��ZKLFK�DOORZV�WKHP�WR�H[HUFLVH�PDUNHW�SRZHU��LV�GHULYHG�IURP�WKH�SUR[LPLW\�WR�WKH�
PDLQ�DFWLYLW\��KHQFH�WKH�SRVLWLRQ�WKDW�LV�µIDLU¶�WR�OHW�DHURQDXWLFDO�VHUYLFHV�JDLQ�IURP�PRQRSRO\�
SRVLWLRQ�LQ�QRQ��DHURQDXWLFDO�DFWLYLWLHV���
%HQFKPDUNLQJ�RI�$LUSRUW�&KDUJHV�
%HQFKPDUNLQJ�WKH�SHUIRUPDQFH�RI�UHJXODWHG�ILUPV�DJDLQVW�DSSURSULDWH�FRPSDUDWRUV�LV�DW�OHDVW�
D�VXSSOHPHQWDU\��DQG�SRWHQWLDOO\�DQ�DOWHUQDWLYH�DSSURDFK�WR�RYHUFRPLQJ�FRPSDULVRQ�RI�
FKDUJHV��,Q�LWV�VWURQJHVW�IRUP��EHQFKPDUNLQJ�FRXOG�EH�WKH�PDLQ�EDVLV�RQ�ZKLFK�WKH�SULFH�FDS�LV�
VHW��6LQFH�WKH�ILUP¶V�IXWXUH�SULFH�FDS�DQG�UHYHQXHV�ZRXOG�QR�ORQJHU�EH�GULYHQ�E\�LWV�RZQ�FRVWV�
DQG�FDSLWDO�H[SHQGLWXUH�SODQV��WKH�ILUP�ZRXOG�KDYH�WKH�GHVLUHG�IXOO�FRPPHUFLDO�LQFHQWLYHV�WR�
PDNH�FRVW�HIILFLHQFLHV�DQG�WR�LQYHVW�DSSURSULDWHO\���6HWWLQJ�WKH�SULFH�FDS�SXUHO\�RQ�WKH�EDVLV�RI�
EHQFKPDUNLQJ�ZRXOG�EH�FKDOOHQJLQJ�JLYHQ�WKH�SUDFWLFDO�SUREOHPV�RI�ILQGLQJ�JRRG�FRPSDUDEOH�
HQWLWLHV�DQG�GDWD��%XW�XVLQJ�EHQFKPDUNLQJ�WR�VHW�SULFHV�LV�QRW�DQ�DOO�RU�QRWKLQJ�DSSURDFK��LW�
FDQ�EH�RQH�RI�VHYHUDO�SLOODUV�IRU�VHWWLQJ�WKH�SULFH�FDS��&LYLO�$YLDWLRQ�$XWKRULW\������E���

7KLV�DUJXPHQW�EULQJV�XV�WR�WKH�UHODWHG�TXHVWLRQ�RI�KRZ�WR�GHILQH�DLUSRUW�RXWSXWV�LQ�D�ZD\�
WKDW�VHQVLEO\�UHIOHFWV�TXDOLW\�GLIIHUHQFHV��7KH�PRUH�WKH�GHILQHG�RXWSXWV�LQFOXGH�WKH�TXDOLW\�
GLPHQVLRQ��WKH�PRUH�OLNHO\�EHQFKPDUNLQJ�ZLOO�EH�DEOH�WR�LQGLFDWH�WKH�DGGLWLRQDO�FRVWV�DQG�
EHQHILWV�RI�RXWSXWV��7\SLFDOO\�TXDOLW\�PHDVXUHV�UHODWH�WR�GHOD\�GDWD��UXQZD\�FDSDFLW\��WKH�
UHOLDELOLW\�RI�$7&��FXVWRPHU�VHUYLFH�DWWULEXWHV�DQG�DLUSRUW�DPHQLWLHV�IRU�SDVVHQJHUV��VXFK�DV�
WKH�QXPEHU�RI�UHVWDXUDQWV��FOHDQOLQHVV��DYDLODELOLW\�RI�UHVWURRPV�DQG�RWKHU�VHUYLFHV��HDVH�RI�
DFFHVV�E\�VXUIDFH�WUDQVSRUW��SDVVHQJHUV�SURFHVVLQJ�WLPH���2WKHU�LQGLFDWRUV�DQG�EHQFKPDUNLQJ�
PHDVXUHV�IRFXV�RQ�RSHUDWLRQDO�HIILFLHQF\�RI�DLUSRUWV��7KHVH�LQFOXGH�WRWDO�FRVW��QXPEHU�RI�
�������������������������������������������������
���6RPH�FRXQWULHV�KDG� WR� UHO\�RQ�SULYDWL]LQJ�D�QHWZRUN�RI�DLUSRUWV�PDQDJHG� WRJHWKHU� IRU� VPDOOHU�DLUSRUWV��7KLV�FURVV� VXEVLGL]DWLRQ� FDQ� FRPSURPLVH� DOORFDWLYH� HIILFLHQF\� DQG� FXUWDLO� DQ\� SRVVLELOLW\� RI� %27� RI� LQGLYLGXDO�DLUSRUWV�� <HW�� WKHUH� LV� D� VWURQJ� FRUUHODWLRQ� EHWZHHQ� WKH� H[SHFWHG� VL]H� RI� DLUSRUW� DQG� LWV� DELOLW\� WR� ILQDQFH� LWV�DFWLYLWLHV��
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HPSOR\HHV��RSHUDWLRQDO�UHYHQXH��DHURQDXWLFDO�UHYHQXHV�DV�D�SHUFHQWDJH�RI�WRWDO�FRVWV��
DHURQDXWLFDO�UHYHQXH�SHU�SDVVHQJHU��FRPPHUFLDO�UHYHQXH�SHU�SDVVHQJHU��FRPPHUFLDO�UHYHQXH�
DV�D�SHUFHQWDJH�RI�WRWDO�UHYHQXH��VWDII�FRVWV�SHU�SDVVHQJHU��VWDII�FRVWV�DV�D�SHUFHQWDJH�RI�
WXUQRYHU��RSHUDWLQJ�SURILW��UHWXUQ�RQ�FDSLWDO�HPSOR\HG��RSHUDWLQJ�SURILW�SHU�SDVVHQJHU��HTXLW\�
UDWLR��OLTXLGLW\�UDWLR��DVVHWV�SHU�HPSOR\HH��FDSLWDO�H[SHQGLWXUHV�SHU�SDVVHQJHU��FDSLWDO�
H[SHQGLWXUHV�DV�D�SHUFHQWDJH�RI�WXUQRYHU��DQG�RWKHUV��
:RUOGZLGH�3DWWHUQV�RI�$LUSRUW�5HJXODWLRQ�
%HIRUH�LQWURGXFLQJ�SULYDWH�SDUWLFLSDWLRQ�LQ�DLUSRUW�DFWLYLWLHV�PDQ\�JRYHUQPHQWV�KDYH�IRFXVHG�
RQ�HVWDEOLVKLQJ�WKH�QHFHVVDU\�UHJXODWRU\�HQYLURQPHQW�WR�JRYHUQ�DFWLYLWLHV�RI�WKH�QHZO\�
LQWURGXFHG�SURILW�PD[LPL]LQJ�SULYDWH�LQYHVWRU��$OVR��EHFDXVH�RI�WKH�SDWWHUQ�RI�UHO\LQJ�RQ�
FRQFHVVLRQDLUHV�DQG�%27�DJUHHPHQWV��JRYHUQPHQWV�ILQG�LW�HVVHQWLDO�WKDW�LQWHUHVWHG�
FRQFHVVLRQDLUHV�FDQ�FOHDUO\�LGHQWLI\�WKH�UHJXODWRU\�IUDPHZRUN��ZKDW�IDOOV�XQGHU�OHJLVODWLRQ��
ZKDW�QHHGV�WR�EH�DGGUHVVHG�LQ�WKH�DUWLFOHV�RI�WKH�FRQFHVVLRQ��DQG�WKH�ERG\�UHVSRQVLEOH�IRU�
VROYLQJ�DQ\�SRWHQWLDO�GLVSXWHV��7KLV�HQKDQFHV�WKH�SRWHQWLDO�LQYHVWRU¶V�DELOLW\�WR�DVVHVV�WKH�
SURMHFW¶V�FDVK�IORZ��KLV�KHU�REOLJDWLRQV��DQG�H[SHFWHG�UHWXUQV��

,Q�DGGLWLRQ�WR�QDWLRQDO�DYLDWLRQ�DXWKRULWLHV�RU�DQWLWUXVW�DJHQFLHV�UHVSRQVLEOH�IRU�GHILQLQJ�WKH�
SDUDPHWHUV�RI�WKH�UHJXODWRU\�HQYLURQPHQW��WKH�,&$2�VWULFWO\�UHJXODWHV�YDULRXV�DVSHFWV�RI�
DLUSRUW�DFWLYLW\��7KH�IROORZLQJ�WZR�VHFWLRQV�GLVFXVV�WKH�VFRSH�RI�UHJXODWLRQ�IRU�WKH�,&$2�DQG�
WKH�VSKHUHV�RI�FRPSOHPHQWDU\�UHJXODWRU\�DJHQFLHV��ZKLFK�PDQ\�FRXQWULHV�KDYH�VHHQ�QHFHVVDU\�
WR�HQVXUH�WKH�HIILFLHQW�SHUIRUPDQFH�RI�SULYDWL]HG�DLUSRUWV���
7KH�,QWHUQDWLRQDO�&LYLO�$YLDWLRQ�2UJDQL]DWLRQ�
$FFRUGLQJ�WR�WKH�,&$2��FRXQWULHV�DUH�WKH�HQWLWLHV�UHVSRQVLEOH�IRU�FRPSOLDQFH�ZLWK�VDIHW\��
HQYLURQPHQWDO�DQG�RWKHU�UHJXODWLRQV��6R�HYHQ�LI�WKH\�DUH�OHIW�WR�DXWRQRPRXV�HQWLWLHV��WKH�
XOWLPDWH�UHVSRQVLELOLW\�RI�WKHLU�VXSHUYLVLRQ�OLHV�LQ�WKH�KDQGV�RI�WKH�VWDWH��,QGHSHQGHQW�
UHJXODWRU\�DJHQFLHV�DUH�WKH�HQWLWLHV�UHVSRQVLEOH�IRU�WKLV�VXSHUYLVRU\�UROH��7KH�PLQLPXP�VHW�RI�
IXQFWLRQV�LV�DLU�WUDIILF�QDYLJDWLRQ��HQYLURQPHQW��VDIHW\��SXEOLF�RUGHU�DQG�VR�IRUWK���
� 2WKHU�SULQFLSOHV�RI�SURYLGLQJ�DLUSRUW�DQG�DLU�FRQWURO�DQG�QDYLJDWLRQ�VHUYLFHV�WKDW�UHPDLQ�
XQGHU�WKH�UHVSRQVLELOLW\�RI�WKH�VWDWH��HYHQ�DIWHU�SULYDWL]DWLRQ��DUH�QRQ�GLVFULPLQDWLRQ�DJDLQVW�
QRQ�QDWLRQDO�FDUULHUV�LQ�HQWU\�DQG�H[LW��DQG�LQ�IHHV�FKDUJHG��,Q�DGGLWLRQ�WR�,&$2�JXLGHOLQHV��
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WKHUH�DUH�XVXDOO\�RWKHU�LQWHUQDWLRQDO�WUHDWLHV�DQG�DJUHHPHQWV�VLJQHG�E\�D�VWDWH��ZKLFK�UHIHU�WR�
VRPH�DVSHFW�RI�WKH�SURYLVLRQ�RI�DLUSRUWV�RU�DLU�QDYLJDWLRQ�VHUYLFHV�����

,&$2¶V�ILQDQFLDO�µUHJXODWRU\¶�JXLGHOLQHV�DUH�UHODWLYHO\�YDJXH��HQFRXUDJLQJ�DLUSRUWV�WR�
SXUVXH�µGHYHORSPHQW�RI�UHYHQXH¶�DV�ORQJ�DV�LW�GRHV�QRW�LQWHUIHUH�³ZLWK�WKH�H[FHSWLRQ�RI�
FRQFHVVLRQV�WKDW�DUH�GLUHFWO\�DVVRFLDWHG�ZLWK�WKH�RSHUDWLRQ�RI�DLU�WUDQVSRUW�VHUYLFHV��VXFK�DV�
IXHO��LQ�IOLJKW�FDWHULQJ�DQG�JURXQG�KDQGOLQJ´�DQG�³KDYLQJ�UHJDUG�IRU�WKH�QHHG�IRU�PRGHUDWLRQ�
LQ�SULFHV�WR�WKH�SXEOLF��WKH�UHTXLUHPHQWV�RI�SDVVHQJHUV��DQG�WKH�QHHG�IRU�WHUPLQDO�HIILFLHQF\�´��
$QRWKHU�SULQFLSOH�WKDW�,&$2�UHFRPPHQGV�DQG�WULHV�WR�RYHUVHH�LV�WKH�SULQFLSOH�RI�µFRVW�
UHFRYHU\¶���

0RUH�ULJRURXV�SULQFLSOHV��HVSHFLDOO\�FRYHULQJ�DQWL�FRPSHWLWLYH�SUDFWLFHV�LQ�VXSSO\LQJ�
DLUSRUW�VHUYLFHV��UDWH�RI�UHWXUQ�UHJXODWLRQV��SULFLQJ�RI�LQGLYLGXDO�VHUYLFHV��HWF��DUH�EHLQJ�
LQFUHDVLQJO\�SLFNHG�XS�E\�QDWLRQDO�UHJXODWRU\�DJHQFLHV��HVSHFLDOO\�LQ�GHYHORSHG�FRXQWULHV��$�
VWXG\�FRQGXFWHG�E\�WKH�,&$2�HFKRHV�FRQFHUQV�DERXW�PRQRSRO\�SRVLWLRQV��WUDQVSDUHQF\�LQ�
FRVW�UHSRUWLQJ��HQVXULQJ�VDIHW\�DQG�TXDOLW\�RI�VHUYLFH��$OVR��DOORZLQJ�IRU�D�UHDVRQDEOH�UDWH�RI�
UHWXUQ�RQ�FDSLWDO�WR�DOORZ�IRU�ILQDQFLQJ�RI�ODUJH�LQYHVWPHQWV�LV�DQRWKHU�PDMRU�DUHD�ZKHUH�
UHJXODWRUV�PXVW�SOD\�D�PDMRU�UROH�����
1DWLRQDO�5HJXODWRU\�$JHQFLHV�
5HJXODWRU\�FRGHV�KDYH�HPHUJHG�ZLWK�LQGHSHQGHQW�RYHUVHHLQJ�ERGLHV�WR�HQVXUH�WKDW�WKH�
LQWHUHVWV�RI�XVHUV��WKH�DLUSRUW�DQG�RU�DLU�QDYLJDWLRQ�VHUYLFH�SURYLGHUV��DV�ZHOO�DV��WKH�QDWLRQDO�
HFRQRP\�DUH�SURPRWHG��RU�DW�OHDVW�SURWHFWHG��DQG�WKDW�LQWHUQDWLRQDO�REOLJDWLRQV�DUH�PHW��,Q�
DOPRVW�DOO�WKH�FRXQWULHV�ZKHUH�SULYDWH�SDUWLFLSDWLRQ�RU�SULYDWL]DWLRQ�LQ�WKH�SURYLVLRQ�RI�DLUSRUW�
VHUYLFHV�KDV�WDNHQ�SODFH��UHJXODWRU\�DXWKRULWLHV�KDYH�EHHQ�HVWDEOLVKHG�WR�HQVXUH�WKDW�PRQRSRO\�
SRZHU�LV�QRW�DEXVHG��HVSHFLDOO\�LQ�WKH�FDVH�RI�DHURQDXWLFDO�FKDUJHV����

,Q�D�TXHVWLRQQDLUH�GLVWULEXWHG�WR�GLIIHUHQW�FRXQWULHV�LQ�������DLUSRUWV�ZHUH�DVNHG�DERXW�WKH�
W\SH�RI�UHJXODWLRQ�WKH\�IDFH��ZKR�GHWHUPLQHV�LW�DQG�ZKDW�WKH�GULYLQJ�IRUFHV�DUH�XQGHUO\LQJ�
WKHVH�UHJXODWLRQV��2I�WKH����FRXQWULHV�UHVSRQGLQJ�WR�WKH�TXHVWLRQV�DERXW�DLUSRUW�DQG�DLU�
QDYLJDWLRQ�FKDUJHV��WKH�DLUSRUW�DLU�QDYLJDWLRQ�VHUYLFH�SURYLGHU�ZLWK�JRYHUQPHQW�DSSURYDO�
GHWHUPLQHV�DLUSRUW�FKDUJHV�LQ����FRXQWULHV�DQG�DLU�QDYLJDWLRQ�VHUYLFH�FKDUJHV�LQ����FRXQWULHV��
7KH�JRYHUQPHQW�GLUHFWO\�GHWHUPLQHV�DLUSRUW�FKDUJHV�LQ����FRXQWULHV��DQG�DLU�QDYLJDWLRQ�VHUYLFH�
�������������������������������������������������
���,&$2������F���
���,&$2������H���
���,&$2������F���
�
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FKDUJHV�LQ����FRXQWULHV��7KH�SURYLGHU�LQGHSHQGHQWO\�GHWHUPLQHV�DLUSRUW�FKDUJHV�LQ����
FRXQWULHV�DQG�DLU�QDYLJDWLRQ�VHUYLFH�FKDUJHV�LQ����FRXQWULHV��7DEOH������

$UUDQJHPHQWV�IRU�JURXQG�KDQGOLQJ�ZHUH�OHVV�XQLIRUP�DQG�YDULHG�DFURVV�FRXQWULHV��$V�
UHJDUGV�UHJXODWRU\�SURYLVLRQV�IRU�JURXQG�KDQGOLQJ�DUUDQJHPHQWV�DW�DLUSRUWV�����FRXQWULHV�
LQGLFDWHG�WKDW�WKH\�DUH�DOUHDG\�LQ�HIIHFW�DQG����FRXQWULHV�UHSRUWHG�WKDW�WKH\�DUH�SODQQLQJ�WKHLU�
LQWURGXFWLRQ��6RPH�FRXQWULHV�LQ�(XURSH�UHIHUUHG�WR�WKH�DSSOLFDELOLW\�RI�(XURSHDQ�8QLRQ�
'LUHFWLYHV�IRU�JURXQG�KDQGOLQJ�DUUDQJHPHQWV�DW�WKHLU�DLUSRUWV��$�PRUH�EURDGO\�DSSOLFDEOH�
REVHUYDWLRQ�LV�WKDW�LW�DSSHDUV�WKDW�DQ�LQFUHDVLQJ�QXPEHU�RI�FRXQWULHV�DUH�RSHQLQJ�JURXQG�
KDQGOLQJ�WR�FRPSHWLWLRQ����
7DEOH�����(QWLW\�'HWHUPLQLQJ�&KDUJHV�RQ�$LU�7UDIILF�
5HJLRQ� 3URYLGHU�,QGHSHQGHQWO\� *RYHUQPHQW�$SSURYDO� *RYHUQPHQW�
$VLD�DQG�3DFLILF�����6WDWHV��$LUSRUW�&KDUJHV�$16�&KDUJHV�

�����
�����

�����
0LGGOH�(DVW����6WDWHV��$LUSRUW�&KDUJHV�$16�&KDUJHV�

�� �����
�����

$IULFD�����6WDWHV��$LUSRUW�&KDUJHV�$16�&KDUJHV�
�����

�������
�����

(XURSH�����6WDWHV��$LUSRUW�&KDUJHV�$16�&KDUJHV�
�����

�������
�����

1RUWK�$PHULFD����6WDWHV��$LUSRUW�&KDUJHV�$16�&KDUJHV�
�����

� �

&DULEEHDQ�&HQWUDO�6RXWK�$PHULFD����6WDWHV���$LUSRUW�&KDUJHV�$16�&KDUJHV�
� �����

�����
7RWDO�����6WDWHV�� � � �
$LUSRUW�&KDUJHV�$16�&KDUJHV� ������ ������ ������
6RXUFH��,&$2������H���

,Q�WKH�PDMRULW\�RI�FRXQWULHV��WKH�JRYHUQPHQW�GHWHUPLQHV�RU�DW�OHDVW�KDV�WR�DSSURYH�DLUSRUW�
DQG�DLU�QDYLJDWLRQ�FKDUJHV����$XWKRULWLHV�LQ�WKH�PDMRULW\�RI�FRXQWULHV�LQGLFDWHG�VRPH�
XQGHUO\LQJ�SULQFLSOHV�RI�FRVW�UHFRYHU\��HVSHFLDOO\�LQ�WKH�DLU�QDYLJDWLRQ�VHUYLFH�FKDUJHV��EXW�
OHVV�VR�IRU�WKH�DLUSRUW�FKDUJHV��7KLV�KLJKOLJKWV�D�WUHQG�WRZDUGV�UHO\LQJ�RQ�DXWRQRPRXV�ERGLHV�
DQG�SULYDWL]DWLRQ�LQ�DLUSRUWV�PRUH�WKDQ�WKH�SURYLVLRQ�RI�DLU�QDYLJDWLRQ�VHUYLFHV����
�������������������������������������������������
���,ELG��
���,&$2������H����
���,ELG��
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$Q�LPSRUWDQW�DVSHFW�RI�UHJXODWRU\�VXSHUYLVLRQ�RI�DLUSRUW�DFWLYLW\�DSSHDUHG�LQ�WKH�H[LVWHQFH�
RI�VRPH�IRUP�RI�SURYLVLRQ�DJDLQVW�DEXVH�RI�PRQRSRO\�WR�ZKLFK�DLUSRUW�DQG�DLU�QDYLJDWLRQ�
VHUYLFHV�ZHUH�VXEMHFW��:KHQ�DVNHG�DERXW�WKHVH�SURYLVLRQV��RQO\����FRXQWULHV�RI�WKH����
UHVSRQGHG�E\�VSHFLI\LQJ�WKH�ELQGLQJ�UHJXODWLRQ��:KLOH�QRW�QHFHVVDULO\�LQGLFDWLQJ�WKDW�WKH�
UHPDLQLQJ����GR�QRW�KDYH�VXFK�D�UXOH��WKH�SUREDELOLW\�LV�WKDW�WKHVH�FRXQWULHV��ZKLFK�GLG�QRW�
UHVSRQG��GLG�QRW�KDYH�D�FOHDU�DQG�WUDQVSDUHQW�DQWL�PRQRSRO\�SURYLVLRQ�JRYHUQLQJ�WKHLU�
EHKDYLRU��2I�WKH����UHVSRQGLQJ�FRXQWULHV�����FRQILUPHG�WKDW�WKH\�DOUHDG\�KDG�VSHFLILF�
UHJXODWRU\�SURYLVLRQV�UHJDUGLQJ�DEXVH�RI�PRQRSRO\��ZKLOH����DUH�SODQQLQJ�WKHLU�LQWURGXFWLRQ��
&RQFHUQLQJ�DLU�QDYLJDWLRQ�VHUYLFHV�����FRXQWULHV�DIILUPHG�WKH�H[LVWHQFH�RI�UHJXODWRU\�
SURYLVLRQV�UHJDUGLQJ�DEXVH�RI�PRQRSRO\�DQG�WKUHH�FRXQWULHV�UHSRUWHG�WKDW�WKH\�DUH�SODQQLQJ�WR�
LQWURGXFH�VXFK�SURYLVLRQV���

'HVSLWH�WKH�QRWHG�PDUNHG�LPSURYHPHQWV�LQ�WKH�ILQDQFHV�RI�VHUYLFH�SURYLGHUV��D�YHU\�ODUJH�
QXPEHU��D�PDMRULW\�RI�DLUSRUWV�OLVWHG�DV�EHLQJ�RSHQ�WR�LQWHUQDWLRQDO�FLYLO�DYLDWLRQ��KDYH�QRW�
EHHQ�SURILWDEOH��$OVR��WKH�PDMRULW\�RI�DLU�QDYLJDWLRQ�VHUYLFH�SURYLGHUV�VWLOO�GR�QRW�UHFRYHU�WRWDO�
FRVWV��+RZHYHU��WKHUH�LV�D�JURZLQJ�WUHQG�WRZDUG�UHFRYHULQJ�FRVWV�DQG�PDNLQJ�SURILWV��)RU����
DLUSRUWV��ZKHUH�GDWD�RQ�FRVW�DQG�UHYHQXH�ZHUH�UHSRUWHG��WKH�QXPEHU�RI�DLUSRUWV�WKDW�PDGH�
SURILWV�LQFUHDVHG�IURP����LQ������WR����LQ�������7DEOH������7KHUHIRUH��WKH�LQWHUDFWLRQ�EHWZHHQ�
DLUSRUW�ILQDQFHV��SRWHQWLDO�SULYDWL]DWLRQ�DQG�WKH�UHJXODWRU\�PHFKDQLVP�FRQWUROOLQJ�GLIIHUHQW�
DVSHFWV�RI�WKHLU�FRVWV�DQG�UHYHQXHV��LV�RI�VLJQLILFDQW�LPSRUWDQFH���7KLV�LV�SDUWLFXODUO\�WUXH�
ZKHQ�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LV�LQWURGXFHG�WR�UHSODFH�SULYDWH�RZQHUVKLS�DQG�PDQDJHPHQW�
RI�SUHYLRXVO\�SXEOLFO\�UXQ�DLUSRUWV�EHFDXVH�PRVW�RI�WKH�HIIRUW�RI�WKH�DLUSRUW�WR�WXUQ�LWV�ILQDQFHV�
DURXQG��VWHPV�IURP�LWV�DELOLW\�WR�XWLOL]H�FKDUJHV�IRU�QRQ�DHURQDXWLFDO�VHUYLFHV���
7DEOH�����7RWDO�$LUSRUW�,QFRPH�LQ�5HODWLRQ�WR�7RWDO�([SHQVHV��
<HDU� 1XPEHU�RI�$LUSRUWV�ZLWK�,QFRPH���5HSRUWHG�([SHQVHV� 1XPEHU�RI�$LUSRUWV�ZLWK�,QFRPH�!�5HSRUWHG�([SHQVHV�
� 6XE�WRWDO� ������� �������� �������� 6XE�WRWDO� ��������������������� ���������� ���������� ��������
����� ��� �� �� ��� ��� ��� �� �� ���
����� ��� �� �� �� ��� ��� ��� ��� ���
6RXUFH��,&$2������E���

5HJXODWRU\�(QYLURQPHQW�RI�(J\SW¶V�$LUSRUW�$FWLYLW\��3DVW��3UHVHQW�DQG�)XWXUH�
7KH�FXUUHQW�UHJXODWRU\�HQYLURQPHQW�RI�DLUSRUW�DFWLYLW\�LV�GHWHUPLQHG�E\�WKH�IROORZLQJ�
HQWLWLHV�IUDPHZRUNV���7KH�LQWHUQDWLRQDO�UHJXODWRU\�UROH�RI�WKH�,&$2�DQG�RWKHUV��DQG�WKH�
DJUHHPHQWV�WR�ZKLFK�(J\SW�LV�D�SDUW\��ZKHWKHU�LQWHUQDWLRQDO�RU�UHJLRQDO��DUH�QRW�H[SHFWHG�WR�
FKDQJH�DV�D�SDUW�RI�WKH�WUHQG�WRZDUG�LQFUHDVLQJ�SULYDWH�SDUWLFLSDWLRQ�DQG�DLUSRUW�%27�LQ�WKH�
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IROORZLQJ�VWDJH��,Q�DGGLWLRQ�WKH�PDLQ�VRXUFH�RI�GRPHVWLF�UHJXODWLRQ�XQGHU�WKH�FXUUHQW�V\VWHP�
LV�WKH�(J\SWLDQ�&LYLO�$YLDWLRQ�$XWKRULW\��DQG�VRPH�HFRQRPLF�DXWKRULW\�UHJXODWLRQV�IRU�&DLUR�
$LUSRUW��7KH\�DUH�DFNQRZOHGJHG�LQ�YDULRXV�(J\SWLDQ�ODZV�VXFK�DV�/DZ����������DQG�WKH�
H[HFXWLYH�UHJXODWLRQV�LVVXHG�LQ�0LQLVWHULDO�'HFUHH����������/DZ�����������ZKLFK�ZDV�ODWHU�
DPHQGHG�E\�0LQLVWHULDO�'HFUHH�����������SURYLGHV�SULFH�UHJXODWLRQV��
7KH�5ROH�RI�(&$$�
7KH�(&$$�LV�WKH�PDLQ�HQWLW\�UHVSRQVLEOH�IRU�UHJXODWLQJ�DQG�PDQDJLQJ�(J\SWLDQ�DLUSRUWV��,W�
ZDV�HVWDEOLVKHG�LQ��������DQG�LQ������DQG������SUHVLGHQWLDO�GHFUHHV�ZHUH�LVVXHG�WR�FRQILUP�
WKH�DIILOLDWLRQ�RI�(&$$�WR�WKH�0LQLVWU\�7UDQVSRUWDWLRQ��/DZ���������RU�WKH�&LYLO�$YLDWLRQ�
/DZ�JRYHUQV�WKH�RSHUDWLRQ�RI�(&$$��7KLV�/DZ�LQFOXGHV�DUWLFOHV�UHODWHG�WR�DOO�WKH�DFWLYLWLHV�
XQGHUWDNHQ�E\�(&$$��VXFK�DV�JHQHUDO�SURYLVLRQV�IRU�FRQWUROOLQJ�DQG�UHJXODWLQJ�DYLDWLRQ��
DLUSRUWV�DQG�DLUOLQHV�VDIHW\��DLUSODQH�QRLVHV��DYLDWLRQ�FODVVHV��LVVXLQJ�DYLDWLRQ�SHUPLWV�DQG�
OLFHQVHV��DJUHHPHQWV�EHWZHHQ�DYLDWLRQ�FRPSDQLHV�DQG�DLU�WUDQVSRUWDWLRQ�RSHUDWLRQV���

3UHYLRXVO\�D�VHUYLFH�DXWKRULW\��WKH�(&$$�LV�FXUUHQWO\�EHLQJ�WUDQVIRUPHG�LQWR�DQ�HFRQRPLF�
DXWKRULW\�DV�SHU�WKH�3ULPH�0LQLVWHULDO�'HFUHH�QXPEHU������LVVXHG�LQ�0D\���������7KH�GHFUHH�
DOVR�VWDWHV�WKDW�WKH�HYDOXDWLRQ�RI�DVVHWV�DQG�SURSHUWLHV�ZLOO�EH�DFFRPSOLVKHG�LQ�RUGHU�WR�FKDQJH�
WKH�(&$$�WR�D�KROGLQJ�FRPSDQ\�XQGHU�/DZ�����������

8QGHU�WKH�SURVSHFWLYH�V\VWHP��WKH�(&$$¶V�PDQDJHPHQW�DQG�UHJXODWRU\�UROHV�ZLOO�EH�
VHSDUDWHG��ZLWK�WKH�PDQDJHPHQW�UROH�GHOHJDWHG�WR�WZR�KROGLQJ�FRPSDQLHV��RQH�IRU�DLUSRUWV�DQG�
WKH�RWKHU�IRU�DLU�QDYLJDWLRQ���$�FRPPLWWHH�KDV�EHHQ�IRUPHG�IURP�WKH�0LQLVWULHV�RI�)LQDQFH�DQG�
7UDQVSRUWDWLRQ�LQ�RUGHU�WR�HYDOXDWH�HDFK�DFWLYLW\�RQ�LWV�RZQ�WR�HQVXUH�WKH�LQGHSHQGHQFH�RI�WKH�
VHFWRU�DGPLQLVWUDWLYHO\��ILQDQFLDOO\�DQG�HFRQRPLFDOO\��$O�$KUDP��-DQXDU\�������������

'HVSLWH�WKH�FKDQJH�LQ�WKH�VWUXFWXUH�RI�(&$$�WKH�$XWKRULW\��RU�RQH�RI�LWV�HQWLWLHV��ZLOO�
FRQWLQXH�WR�DVVXPH�LWV�SUHYLRXV�UROHV��7KH�(&$$�FRQWLQXHV�WR�UXQ�DLUSRUWV�WKDW�DUH�QRW�
SULYDWL]HG��H[FHSW�IRU�&DLUR�,QWHUQDWLRQDO�$LUSRUW��,W�ZLOO�DOVR�FRQWLQXH�WR�EH�UHVSRQVLEOH�IRU�
VHWWLQJ��FRQWUROOLQJ��DQG�UHYLVLQJ�FLYLO�DYLDWLRQ�IHHV�DQG�FKDUJHV�DFFRUGLQJ�WR�/DZ����������
�������������������������������������������������
���3UHVHGHQWLDO�'HFUHH�QR���������
���7KH�DXWKRULW\�LV�PDQDJLQJ�DQG�RSHUDWLQJ����LQWHUQDWLRQDO�DLUSRUW�DV�ZHOO�DV���GRPHVWLF�RQHV��7KH�OLVW�LQFOXGHV�/X[RU� ,QWHUQDWLRQDO� $LUSRUW�� $VZDQ� $LUSRUW�� $OH[DQGULD� ,QWHUQDWLRQDO� $LUSRUW�� %RUJ�(O�$UDE� ,QWHUQDWLRQDO�$LUSRUW�� +XUJKDGD� ,QWHUQDWLRQDO� $LUSRUW�� 6DLQW�&DWKHULQH� ,QWHUQDWLRQDO� $LUSRUW�� 6KDUP�(O�6KHLNK� ,QWHUQDWLRQDO�$LUSRUW�� (O�7RU� ,QWHUQDWLRQDO� $LUSRUW�� 7DED� ,QWHUQDWLRQDO� $LUSRUW�� 3RUW�6DwG� ,QWHUQDWLRQDO� $LUSRUW�� ,PEDED�$LUSRUW��5DVV�%HQDVV��$ERX�6LPEHO�$LUSRUW� ��$VV\XW� ,QWHUQDWLRQDO�$LUSRUW��(O�$ULVK� ,QWHUQDWLRQDO�$LUSRUW��(O�:DG\� (O�*DGGLG� $LUSRUW�� (O�'DNKOD� $LUSRUW�� 6KDUN� (O�(DLZQDW� $LUSRUW�� DQG� 0DUVD�0DWURXK� $LUSRUW�� &DLUR�,QWHUQDWLRQDO�DLUSRUW�LV�DQ�LQGHSHQGHQW�DXWKRULW\�WKDW�KDV�QRW�EHHQ�DIILOLDWHG�WR�(&$$�VLQFH��������
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DQG�LWV�DPHQGPHQWV��7KLV�ODZ�VHWV�IHHV�UHODWHG�WR�SODQH�ODQGLQJ��ZDLWLQJ�DQG�SDUNLQJ��DV�ZHOO�
DV�RQ�RWKHU�VHUYLFHV��LVVXDQFH�SODQH�RI�UHJLVWUDWLRQ�OLFHQVHV��SLORWV�DQG�FUHZPHPEHU�OLFHQVHV��
WKH�&LYLO�$YLDWLRQ�,QVWLWXWH�IHHV��SULYDWH�DLUSRUW�OLFHQVHV��DQG�QRQ�DHURQDXWLFDO�IHHV��7KH�
(&$$�ZLOO�DOVR�UHPDLQ�UHVSRQVLEOH�IRU�DLU�WUDIILF�PDQDJHPHQW��DLU�VDIHW\�DQG�FLYLO�DYLDWLRQ�
VHFXULW\��,W�LVVXHV�DOO�DYLDWLRQ�SHUPLWV�DQG�LW�FRQWUROV�DQG�VXSHUYLVHV�DLU�WUDQVSRUW�DJUHHPHQWV�
HVWDEOLVKHG�ZLWK�RWKHU�FRXQWULHV���

,Q�WKH�FRQWH[W�RI�DLUSRUW�SULYDWL]DWLRQ�DQG�DV�VWLSXODWHG�E\�/DZ���������WKH�(&$$�NHHSV�
WKH�DXWKRULW\�IRU�$7&�LQ�DLUSRUWV�XQGHU�%27�DUUDQJHPHQWV��7KH�ODZ�PDLQWDLQV�WKDW�WKH�(&$$�
VXSHUYLVHV�³WKH�RSHUDWLRQV�LQVXULQJ�WKH�VDIHW\�RI�DYLDWLRQ�DQG�WKRVH�DVVXPLQJ�WKLV�SURFHVV��DV�
ZHOO�DV�WKH�LQYHVWLJDWLRQ�LQ�LWV�UHODWHG�YLRODWLRQV��DQG�WKH�UHFLSURFDO�WUHDWPHQW�ZLWK�UHJDUG�WR�
RSHQLQJ�DQ\�RIILFH�IRU�WKH�IRUHLJQ�DLU�WUDQVSRUW�FRUSRUDWLRQV�´�,Q�DGGLWLRQ��WKH�ODZ�JLYHV�
(&$$�WKH�DXWKRULW\�WR�QHJRWLDWH�ZLWK�FRQFHVVLRQDLUHV��IHHV�DQG�FKDUJHV�DV�VWLSXODWHG�E\�WKH�
&LYLO�$YLDWLRQ�ODZ�GHWHUPLQLQJ�WKHVH�IHHV��,W�ZLOO�DOVR�EH�UHVSRQVLEOH�IRU�PRQLWRULQJ�
FRPSOLDQFH�E\�DQ\�WHUPV�DJUHHG�XSRQ�LQ�WKH�FRQFHVVLRQ�DJUHHPHQW���
� -XGJLQJ�IURP�WKH�WHQGHUV�RI�VHYHUDO�DLUSRUWV��LW�DSSHDUV�WKDW�WKH�(&$$�ZLOO�DOVR�EH�
UHSUHVHQWHG�E\�QR�OHVV�WKDQ����SHUFHQW�RQ�WKH�%RDUG�RI�'LUHFWRUV�RI�WKH�(J\SWLDQ�FRUSRUDWLRQ�
WKDW�ZLOO�EH�HVWDEOLVKHG�IRU�WKH�IXOILOOPHQW�RI�WKH�%27�FRQFHVVLRQ�FRQWUDFW�DQG�WKH�
PDQDJHPHQW�RI�SULYDWL]HG�DLUSRUWV��7KH�/DZ�HQIRUFHV�WKH�SURSHU�PDLQWHQDQFH�RI�WKH�DLUSRUW�
DQG�DIILOLDWHG�EXLOGLQJV�DQG�HTXLSPHQW�GXULQJ�WKH�FRQFHVVLRQ�SHULRG��DV�ZHOO�DV�WKH�WUDQVIHU�WR�
WKH�VWDWH�DW�WKH�HQG�RI�WKH�FRQWUDFW���
� :KLOH�WKH�WUDQVIRUPDWLRQ�RI�WKH�VWUXFWXUH�RI�(&$$�LV�VWLOO�XQGHUZD\��ZH�FDQ�HPSKDVL]H�
WZR�DUHDV�WKDW�WKH�QHZ�HQWLWLHV�KDYH�WR�HVWDEOLVK��7KHVH�LQFOXGH�RUJDQL]DWLRQDO�DQG�ILQDQFLDO�
VWUXFWXUH�RI�WKH�QHZO\�HVWDEOLVKHG�HQWLWLHV�DQG�WKH�JXLGHOLQHV�IRU�VHWWLQJ�XS�WKH�LQVWLWXWLRQDO�
DQG�UHJXODWRU\�ERG\¶V�EHKDYLRU�WRZDUG�FRQFHVVLRQDLUHV�DQG�PDQDJHPHQW�RI�SULYDWL]HG�
DLUSRUWV��7KH�ILUVW�DSSHDUV�WR�EH�XQGHUJRLQJ�ZKLOH�WKH�VHFRQG�LV�QRW�\HW�DSSDUHQW�LQ�WKH�
RQJRLQJ�GHYHORSPHQWV��6SHFLILFDOO\��WKHUH�DSSHDUV�WR�EH�VRPH�DPELJXLW\�UHJDUGLQJ�WKH�LVVXH�
RI�WKH�UROH�RI�DQ�HFRQRPLF�UHJXODWRU�IRU�SULYDWHO\�RSHUDWHG�DLUSRUWV��7KLV�LV�ZKHUH�ZH�FDQ�
UHFRPPHQG�VRPH�SUHFDXWLRQDU\�SRLQWV�WR�EH�WDNHQ�LQWR�DFFRXQW��7KH�IROORZLQJ�LVVXHV�KDYH�WR�
EH�H[SOLFLWO\�DGGUHVVHG��
���,QGHSHQGHQFH�RI�WKH�5HJXODWRU�IURP�WKH�+ROGLQJ�&RPSDQ\�RU�7KH�0LQLVWU\�RI�7UDQVSRUWDWLRQ�
7KH�GHOD\�LQ�PDQ\�SULYDWL]DWLRQ�SODQV�LQ�VRPH�FRXQWULHV�VWHPV�IURP�WKH�LQWHUHVW�LQ�VHWWLQJ�XS�D�
FOHDU�UHJXODWRU\�HQYLURQPHQW�EHIRUH�DOORZLQJ�SULYDWH�LQYHVWRUV�LQWR�WKLV�DUHD�RI�HFRQRPLF�
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DFWLYLW\��7KLV�DSSHDUV�WR�QHHG�ZRUN�LQ�WKH�FDVH�RI�(J\SW��7KH�FXUUHQW�WUDQVLWLRQDO�VWDWXV�RI�WKH�
(&$$�LV�FRQIXVLQJ�WR�LQYHVWRUV��$�EHWWHU�VWUDWHJ\�ZRXOG�EH�WR�IRFXV�RQ�HVWDEOLVKLQJ�WKH�UXOHV�
DQG�UHJXODWLRQV�JRYHUQLQJ�HFRQRPLF�UHJXODWLRQ�SULQFLSOHV�WR�EH�XWLOL]HG�E\�WKH�(&$$��$JDLQ��
DQG�VLPLODU�WR�PDQ\�DUHDV��WKH�UXOHV�WR�EH�XVHG�E\�D�UHJXODWRU\�DJHQF\�DUH�RI�FULWLFDO�
LPSRUWDQFH�IRU�DQ\�PDMRU�LQYHVWPHQW�LQ�DQ\�VHFWRU��HVSHFLDOO\�IRU�D�VHFWRU�ZLWK�WKH�ORQJ�WHUP�
VWUXFWXUH�H[KLELWHG�LQ�DLUSRUW�LQYHVWPHQW��7KLV�FRXOG�EH�D�PDMRU�UHDVRQ�IRU�WKH�ODFN�RI�
VXIILFLHQW�LQWHUHVW�LQ�DLUSRUW�SULYDWL]DWLRQ�DW�WKLV�VWDJH��
� $Q�DGGLWLRQDO�FRPSOLFDWLRQ�WKDW�DURVH�DQG�WKDW�FRQWLQXHV�WR�LQFUHDVH�XQFHUWDLQW\�LQ�WKH�
SURFHVV�RI�%27�ELGGLQJ�DQG�HYDOXDWLRQ�LQ�(J\SW�LV�RI�D�OHJDO�QDWXUH��$FFRUGLQJ�WR�/DZ�
��������WKH�3ULPH�0LQLVWHU�JUDQWV�D�FRQFHVVLRQ�LQ�WKH�DLUSRUW�LQGXVWU\��7ZR�3UHVLGHQWLDO�
'HFUHHV�����	����RI�WKH�\HDU��������ZKLFK�VHW�WKH�VWUXFWXUH�RI�WKH�(&$$�LQ�������FUHDWH�WKH�
$LUSRUWV�&RPSDQ\��ZKLFK�RZQV�DQG�PDQDJHV�(J\SWLDQ�DLUSRUWV��H[FHSW�IRU�&DLUR�$LUSRUW��
LQWR�D�FRUSRUDWLRQ��7KLV�LPSOLHV��IURP�D�OHJDO�SRLQW�RI�YLHZ�WKH�FUHDWLRQ�RI�DQ�HQWLW\��ZKLFK�
RZQV�DVVHWV�DQG�KDV�WKH�IUHHGRP�WR�HQWHU�LQWR�FRQWUDFWV�ZLWK�RWKHU�SDUWLHV�WR�GLVSRVH�RI�WKHVH�
DVVHWV�DQG�PDLQWDLQV�WKH�DXWKRULW\�WR�HQWHU�LQWR�%27�DJUHHPHQWV��7KLV�OHJDO�GLOHPPD�KDV�
DGGHG�RQH�PRUH�REVWDFOH�WR�GHFLVLRQ�PDNHUV�DQG�LQYHVWRUV�FRQWHPSODWLQJ�%27�DJUHHPHQWV�LQ�
(J\SW����
���([SOLFLW�3ULFLQJ�0HFKDQLVP�WR�%H�$SSOLHG�
&RQFHUQLQJ�SULFLQJ�RI�DLU�WUDQVSRUWDWLRQ��DHURQDXWLFDO�DQG�QRQ�DHURQDXWLFDO�VHUYLFHV�ZH�IRXQG�
JDSV�LQ�WKH�LQIRUPDWLRQ�RQ�KRZ�WKH�SULFLQJ�LV�VHW�LQ�WKH�%27�FRQWUDFWV�WKDW�DUH�VLJQHG�RU�
QHJRWLDWHG��)RU�H[DPSOH��WKH�6KDUN�(O�2ZDLQDW�WHUPV�RI�UHIHUHQFH�GR�QRW�LQFOXGH�DQ\�
FRQGLWLRQV�UHODWHG�WR�IHHV�RU�FKDUJHV��$FFRUGLQJ�WR�WKH�6KDUP�(O�6KHLNK�WHUPV�RI�UHIHUHQFH��
DOO�DHURQDXWLFDO�DQG�QRQ�DHURQDXWLFDO�IHHV�DUH�SURYLGHG�VR�WKDW�LQYHVWRUV�SUHSDUH�WKH�IHDVLELOLW\�
VWXGLHV�IRU�WKH�DLUSRUW�EDVHG�RQ�WKHVH�QXPEHUV��,Q�WKH�WHQGHU�RIIHUHG�IRU�6KDUP�(O�6KHLNK�
DLUSRUW��WKH�JRYHUQPHQW�SURYLGHG�SURMHFWHG�WUDIILF�IORZV��DQG�DJUHHG�WR�D�UHYHQXH�VKDULQJ�
IRUPXOD�ZLWK�LQYHVWRUV��$V�IRU�D�FOHDU�IUDPHZRUN�WR�GHWHUPLQH�SULFLQJ�RI�VHUYLFHV��QR�H[SOLFLW�
SULFH�UHJXODWLRQ�RI�QRQ�DHURQDXWLFDO�VHUYLFHV��UDWH�RI�UHWXUQ��VLQJOH�WLOO��SULFH�FDSV�RU�RWKHU�
IRUPV�RI�HFRQRPLF�UHJXODWLRQ�ZHUH�UHIHUUHG�WR��DQG�WKH�FRQWUDFW�RQO\�VWLSXODWHG�WKDW�(&$$�
GHWHUPLQHV�SULFHV�IRU�DHURQDXWLFDO�VHUYLFHV��
���1DWLRQDO�&RPSHWLWLRQ�/DZV�DQG�WKHLU�5HOHYDQFH�WR�$LUSRUW�$FWLYLW\�
&RPSHWLWLRQ�ODZ�LV�DQRWKHU�QHFHVVDU\�UHTXLUHPHQW�WKDW�FDQ�HQKDQFH�WKH�WUDQVSDUHQF\�RI�WKH�
SURFHVV��&RXQWULHV�KDYH�GLIIHUHQW�SRVLWLRQV�RQ�WKH�DPRXQW�DQG�W\SH�RI�FRPSHWLWLRQ�WR�
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JXDUDQWHH�SULFLQJ�RI�QRQ�DHURQDXWLFDO�VHUYLFHV��EXW�D�FOHDU�SRVLWLRQ��ZKDWHYHU�WKDW�PD\�EH��RQ�
SULFLQJ�RI�QRQ�DHURQDXWLFDO�VHUYLFHV�LV�QHHGHG��,Q�DGGLWLRQ�WR�WKH�UHJXODWRU�RI�WKH�XWLOLW\�LQ�
TXHVWLRQ��LQ�WKH�8.��WKUHH�DGGLWLRQDO�RYHUVLJKW�OHYHOV�DSSO\��7KH\�LQFOXGH�WKH�&RPSHWLWLRQ�
&RPPLVVLRQ��ZKLFK�UHSODFHG�WKH�0RQRSRO\�DQG�0HUJHUV�&RPPLVVLRQ�LQ��������
SDUOLDPHQWDU\�VHOHFW�FRPPLWWHHV�DQG�WKH�FRXUW�V\VWHP��7KHVH�OHYHOV�RI�RYHUVLJKW�SURYLGH�WKH�
QHFHVVDU\�FKHFNV�DQG�EDODQFHV�RQ�WKH�UROH�RI�WKH�UHJXODWRU�RI�WKH�LQGXVWU\�LQ�TXHVWLRQ�DQG�
JXDUDQWHH�FRQVLVWHQF\�LQ�WKH�FURVVFXWWLQJ�DVSHFWV�RI�UHJXODWLRQ����$OWHUQDWLYHO\��FRXQWULHV�OLNH�
$XVWUDOLD�KDYH�UHVRUWHG�WR�WKHLU�DQLW�WUXVW�DXWKRULWLHV��WKH�$&&&��IRU�GHWHUPLQLQJ�DLUSRUW�
UHJXODWLRQV��6LPLODU�V\VWHPV�DSSO\�LQ�(FXDGRU��0H[LFR��1HZ�=HDODQG��DQG�5XVVLD��7KH�
PDMRULW\�RI�FRXQWULHV��KRZHYHU��UHO\�RQ�FLYLO�DYLDWLRQ�GHSDUWPHQWV�WR�UHJXODWH�WKH�LQGXVWU\��
7KLV�LV�ZKHUH�WKH�GHJUHH�RI�LQGHSHQGHQFH�EHWZHHQ�WKH�RSHUDWRU�DQG�WKH�UHJXODWRU�EHFRPHV�
TXHVWLRQDEOH��HYHQ�WKRXJK�LQ�VRPH�FDVHV�WKH�LQGHSHQGHQFH�LV�JXDUDQWHHG��VXFK�DV�LQ�WKH�8.¶V�
FDVH�GLVFXVVHG�DERYH��7KXV�WKH�OLQH�GUDZQ�EHWZHHQ�UHJXODWRU\�DQG�DQWL�WUXVW�DXWKRULWLHV¶�
MXULVGLFWLRQ�YDULHV�IURP�RQH�FRXQWU\�WR�WKH�RWKHU��ZLWK�WKH�H[WUHPH�FDVH�UHO\LQJ�VROHO\�RQ�DQWL�
WUXVW�DJHQFLHV��7KLV��KRZHYHU��LV�WKH�H[FHSWLRQ�UDWKHU�WKDQ�WKH�QRUP��DQG�PDQ\�FRXQWULHV�KDYH�
WKH�WZR�OHYHOV�VLPXOWDQHRXVO\��
���7KH�%27�%LGGLQJ�3URFHVV�
,Q�(J\SW��LW�DSSHDUV�WKDW�D�ORW�RI�DWWHQWLRQ�KDV�EHHQ�SDLG�WR�WKH�ELGGLQJ�SURFHVV�DQG�WKH�
WUDQVSDUHQF\�RI�WHQGHUV��HWF��7KLV�LV�DQ�LPSRUWDQW�DUHD�WKDW�KDV�FDXVHG�FRXQWULHV�PDMRU�
SUREOHPV�ZLWK�WKHLU�SURJUDP�FUHGLELOLW\�DQG�IXUWKHU�SURJUHVV�EH\RQG�RQH�RU�WZR�SURMHFWV�WKDW�
ZHUH�SHUFHLYHG�DV�LPSURSHUO\�KDQGOHG��'HVSLWH�(J\SW¶V�DWWHQWLRQ�WR�WKH�WHQGHULQJ�SURFHVV��DQG�
EHFDXVH�RI�OLPLWHG�LQWHUHVW�LQ�DLUSRUWV�RIIHUHG�DV�%27�FRQWUDFWV��DV�ZHOO�DV�QHJRWLDWLRQV��
JRYHUQPHQW¶V�XQZLOOLQJQHVV�WR�EUHDN�D�FRQWUDFW��DQG�WKH�FRVWO\�SURFHVV�RI�ILQGLQJ�DQRWKHU�
LQYHVWRU��VRPH�RI�WKH�FDVHV�KDYH�UHVXOWHG�LQ�WKH�JRYHUQPHQW�QRW�H[HUFLVLQJ�LWV�ULJKW�WR�SHQDOL]H�
WKH�LQYHVWRU�RU�WR�EUHDN�WKH�FRQWUDFW��7KLV�HQYLURQPHQW��ZKLOH�XQGHUVWDQGDEOH��LV�FUHDWLQJ�
QHJDWLYH�SXEOLFLW\�WR�WKH�ZKROH�%27�H[SHULHQFH��ZKLFK�FRXOG�FRVW�WKH�JRYHUQPHQW�GHDUO\�LQ�
WHUPV�RI�SXEOLF�VXSSRUW�WR�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LQ�LQIUDVWUXFWXUH���

�������������������������������������������������
���:RUOG�%DQN����������
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9���&RQFOXVLRQ�DQG�3ROLF\�5HFRPPHQGDWLRQV��
(J\SW¶V�PRYH�WR�UHO\�RQ�SULYDWH�LQYHVWPHQW�LQ�DLUSRUWV�LV�FRQVLVWHQW�ZLWK�WUHQGV�LQ�PDQ\�
GHYHORSLQJ�DQG�GHYHORSHG�FRXQWULHV��+RZHYHU��EHFDXVH�DLUSRUW�LQGXVWU\�LV�VXVFHSWLEOH�WR�
DEXVH�RI�PDUNHW�SRZHU��PDQ\�FRXQWULHV�KDYH�HPSKDVL]HG�WKH�LPSRUWDQFH�RI�HVWDEOLVKLQJ�WKH�
ULJKW�LQVWLWXWLRQDO�DQG�UHJXODWRU\�HQYLURQPHQW�DV�D�SUH�UHTXLVLWH�IRU�HIIHFWLYH�SULYDWH�
SDUWLFLSDWLRQ���

(PSLULFDO�HYLGHQFH�VXJJHVWV�WKDW�%27�LV�WKH�PHWKRG�ZLGHO\�FKRVHQ�WR�LQWURGXFH�WKH�SULYDWH�
VHFWRU�LQWR�WKLV�DFWLYLW\��%XW�ZKDWHYHU�WKH�PHWKRG�VHOHFWHG�IRU�SULYDWL]DWLRQ��FRXQWULHV�WKDW�
KDYH�IDLOHG�WR�HVWDEOLVK�FRPSUHKHQVLYH�VHFWRU�UHIRUPV�KDYH�QRW�HQVXUHG�WKH�HIILFLHQW�RSHUDWLRQ�
RI�WKH�DLUSRUW�LQGXVWU\��7KH\�KDYH�DOVR�SURGXFHG�DQ�HQYLURQPHQW�WKDW�ODFNV�WKH�WUDQVSDUHQF\�
DQG�SUHGLFWDELOLW\�QHHGHG�WR�HQFRXUDJH�SULYDWH�LQYHVWRUV���&RXQWU\�H[SHULHQFHV�VXJJHVW�WKDW�DQ�
LQGHSHQGHQW�UHJXODWRU\�ERG\��FOHDU�SULFLQJ�UXOHV��DQG�FRPSHWLWLRQ�SROLFLHV�DUH�VRPH�RI�WKH�
PDLQ�IHDWXUHV�WKDW�D�VRXQG�UHJXODWRU\�IUDPHZRUN�IRU�DLUSRUW�LQGXVWU\�QHHGV�WR�DGGUHVV��

,Q�(J\SW��WKH�JRYHUQPHQW�KDV�PDGH�WKH�LGHRORJLFDO�GHFLVLRQ�WR�GHSHQG�RQ�WKH�SULYDWH�VHFWRU�
LQ�QHZ�LQYHVWPHQWV�LQ�DLUSRUWV��,Q�WKLV�FRQWH[W��WKH�JRYHUQPHQW�VHHPV�WR�FRQFHQWUDWH�RQ�WZR�
DUHDV��DWWUDFWLQJ�LQYHVWPHQW�WKURXJK�LQGLYLGXDO�%27�DJUHHPHQWV��DV�ZHOO�DV�HVWDEOLVKLQJ�WKH�
LQWHUQDO�ILQDQFLDO�VWUXFWXUH�WKDW�HQKDQFHV�WKH�LQGHSHQGHQFH�RI�WKH�(J\SWLDQ�&LYLO�$YLDWLRQ�
$XWKRULW\�IURP�JRYHUQPHQW�ILQDQFHV��7KH�VWXG\�UHFRPPHQGV��KRZHYHU��WKDW�PRUH�DWWHQWLRQ�EH�
JLYHQ�WR�HVWDEOLVKLQJ�FRPSUHKHQVLYH�HFRQRPLF�UHJXODWLRQ�RI�WKH�VHFWRU���
�



(&(6�:3���7RKDP\�	�(O�0HJKDUEHO�'HFHPEHU������

���

5HIHUHQFHV��$XVWUDOLDQ�&RPSHWLWLRQ�DQG�&RQVXPHU�&RPPLVVLRQ���������$GPLQLVWUDWLRQ�RI�$LUSRUW�3ULFH�&DS�$UUDQJHPHQW��>HOHFWURQLF�YHUVLRQ@��-DQXDU\��$YDLODEOH�DW���KWWS���ZZZ�DFFF�JRY�DX�IV�VHDUFK�KWP��$LUSRUW�0DJD]LQH�>HOHFWURQLF�YHUVLRQ@���VHYHUDO�LVVXHV��$YDLODEOH�DW��KWWS���ZZZ�DLUSRUWQHW�RUJ��%HWDQFRU��2IHOLD�DQG�5REHUWR�5HQGHLUR���������³5HJXODWLQJ�3ULYDWL]HG�,QIUDVWUXFWXUHV�DQG�$LUSRUW�6HUYLFHV�´�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU��1R��������7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ�'�&���86$����BBBBBBBBBBBB���������³$LUSRUWV´�� LQ�(VWDFKH��$��DQG�*LQpV�GH�5XV��HGV���3ULYDWL]DWLRQ�DQG�5HJXODWLRQ�RI�7UDQVSRUW� ,QIUDVWUXFWXUH�� *XLGHOLQHV� IRU� 3ROLF\PDNHUV� DQG� 5HJXODWRUV��:%,� 'HYHORSPHQW� 6WXGLHV��7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ��'�&���86$����%XUQV�� 3KLO� DQG� $QWRQLR� (VWDFKH� �������� ,QIRUPDWLRQ�� $FFRXQWLQJ�� DQG� WKH� 5HJXODWLRQ� RI� &RQFHVVLRQHG�,QIUDVWUXFWXUH� 0RQRSROLHV�� 7KH� :RUOG� %DQN� *URXS�� :DVKLQJWRQ� '�&��� 86$�� >HOHFWURQLF� YHUVLRQ@��'HFHPEHU��$YDLODEOH�DW��KWWS���ZZZ�ZEOQ�����ZRUOGEDQN�RUJ�5HVHDUFK��&$5$1$�&RUSRUDWLRQ��VHYHUDO�SUHVV�UHOHDVHV��&DLUR��(J\SW���&$5$1$�&RUSRUDWLRQ��3ULYDWL]DWLRQ�LQ�(J\SW��4XDUWHUO\�5HYLHZ��VHYHUDO�LVVXHV��&DLUR��(J\SW��� � �&DLUR�$LUSRUW�$XWKRULW\���������$QQXDO�6WDWLVWLFV�5HSRUW��&DLUR��(J\SW���&KLVDUL�� 2PDU�� DQG� $QWRQLR� (VWDFKH�� DQG� &DUORV� 5RPHUR� �������� :LQQHUV� DQG� /RVHUV� IURP� 8WLOLW\�3ULYDWL]DWLRQ� LQ� $UJHQWLQD�� /HVVRQV� IURP� D� *HQHUDO� (TXLOLEULXP�0RGHO��3ROLF\� 5HVHDUFK�:RUNLQJ�3DSHUV��1R��������>HOHFWURQLF�YHUVLRQ@7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ�'�&���86$��$YDLODEOH�DW��KWWS���ZZZ�ZEOQ�����ZRUOGEDQN�RUJ�5HVHDUFK��&LYLO�$YLDWLRQ�$XWKRULW\������D���7KH�µ6LQJOH�7LOO¶�DQG�WKH�µ'XDO�7LOO¶�$SSURDFK�WR�WKH�3ULFH�5HJXODWLRQ�RI�$LUSRUWV��&RQVXOWDWLRQ�3DSHU��>HOHFWURQLF�YHUVLRQ@��'HFHPEHU�$YDLODEOH�DW��KWWS���ZZZ�FDDHUJ�FR�XN�GRZQORDGV�67'7�&$$��������SGI��&LYLO�$YLDWLRQ�$XWKRULW\������E���7KH�8VH�RI�%HQFKPDUNLQJ�LQ�WKH�$LUSRUW�5HYLHZV��&RQVXOWDWLRQ�3DSHU��>HOHFWURQLF�YHUVLRQ@��'HFHPEHU��$YDLODEOH�DW��KWWS���ZZZ�FDDHUJ�FR�XN�GRZQORDGV�67'7�&$$��������SGI��
&RPPLWWHH� RQ� 7UDQVSRUWDWLRQ� DQG� ,QIUDVWUXFWXUH�� +RXVH� RI� 5HSUHVHQWDWLYHV� ������� ³$LUSRUW�

3ULYDWL]DWLRQ��,VVXHV�5HODWHG�WR�WKH�6DOH�RU�/HDVH�RI�8�6��&RPPHUFLDO�$LUSRUWV�´�5HSRUW�WR�WKH�
6XEFRPPLWWHH�RQ�$YLDWLRQ��>HOHFWURQLF�YHUVLRQ@��1RYHPEHU��$YDLODEOH�DW���
KWWS���ZZZ�GHYHORSPHQWHZD\�RUJ�GRZQORDG�������SUDJXHSXEYHUVLRQ�GRF�

�
�
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&UDPSHV��&ODXGH�DQG�$QWRQLR�(VWDFKH���������³5HJXODWRU\�7UDGHRIIV�RQ�'HVLJQLQJ�&RQFHVVLRQ�&RQWUDFWV�IRU�,QIUDVWUXFWXUH�1HWZRUNV´��3ROLF\�5HVHDUFK�:RUNLQJ�3DSHUV�1R��������>HOHFWURQLF�YHUVLRQ@��7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ�'�&���86$��$YDLODEOH�DW��KWWS���ZZZ�ZEOQ�����ZRUOGEDQN�RUJ�5HVHDUFK�
�(J\SWLDQ�&LYLO�$YLDWLRQ��(&$$�������D���6KDUP�(O�6KHLNK�$LUSRUW�%27�7HQGHU�'RFXPHQWV��$XJXVW��&DLUR��(J\SW����BBBBBBBBBBBB������E���(&$$�EHWZHHQ�WKH�3DVW�DQG�WKH�)XWXUH��5HSRUW��&DLUR��(J\SW���BBBBBBBBBBBB������F��6WDWLVWLFV�RQ�(&$$�$LUSRUWV��&DLUR��(J\SW���(VWDFKH��$QWRQLR��DQG�0DUWLQ�5RGULJXH]���������³5HJXODWRU\�/HVVRQV�IURP�$UJHQWLQD¶V�3RZHU�&RQFHVVLRQV´��3XEOLF�3ROLF\�IRU�WKH�3ULYDWH�6HFWRU��1RWH�1R�����:RUOG�%DQN�*URXS��:DVKLQJWRQ�'�&���86$��>HOHFWURQLF�YHUVLRQ@��6HSWHPEHU��$YDLODEOH�DW��KWWS���ZZZ�ZRUOGEDQN�RUJ�KWPO�ISG�QRWHV������VXPPDU\�KWPO��BBBBBBBBBBB�DQG�'DYLG�0DUWLPRUW���������³�3ROLWLFV��7UDQVDFWLRQ�&RVWV��DQG�WKH�'HVLJQ�RI�5HJXODWRU\�,QVWLWXWLRQV´��3ROLF\�5HVHDUFK�:RUNLQJ�3DSHUV��1R�������>HOHFWURQLF�YHUVLRQ@7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ�'�&���86$���0DUFK��$YDLODEOH�DW���KWWS���ZEOQ�����ZRUOGEDQN�RUJ�5HVHDUFK��BBBBBBBBBBB��-RVH�&��&DUEDMR�DQG�*LQHV�GH�5XV���������³$UJHQWLQD¶V�7UDQVSRUW�3ULYDWL]DWLRQ�$QG�5H�5HJXODWLRQ���8SV�$QG�'RZQV�RI�D�'DULQJ�/RQJ�([SHULHQFH´��3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU��1R��������>HOHFWURQLF�YHUVLRQ@��7KH�:RUOG�%DQN��:DVKLQJWRQ�'�&���86$�$YDLODEOH�DW��� KWWS���HFRQ�ZRUOGEDQN�RUJ�YLHZ�SKS"W\SH �	LG �����BBBBBBBBBBB���������³3ULYDWL]DWLRQ�DQG�5HJXODWLRQ�RI�7UDQVSRUW�,QIUDVWUXFWXUH�LQ�WKH�����V��6XFFHVVHV�«�DQG�%XJV�WR�)L[�IRU�WKH�1H[W�0LOOHQQLXP�´�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU��1R��������>HOHFWURQLF�YHUVLRQ@��7KH�:RUOG�%DQN��:DVKLQJWRQ�'�&���86$��$YDLODEOH�DW��� KWWS���HFRQ�ZRUOGEDQN�RUJ�YLHZ�SKS"W\SH �	LG �����BBBBBBBBBBB�DQG�-RKQ�6WURQJ���������³7KH�5LVH��WKH�)DOO��DQG�«�WKH�(PHUJLQJ�5HFRYHU\�RI�3URMHFW�)LQDQFH�LQ�7UDQVSRUW´��3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU��1R��������>HOHFWURQLF�YHUVLRQ@�:RUOG�%DQN�*URXS��:DVKLQJWRQ�'�&���86$��$YDLODEOH�DW��� KWWS���HFRQ�ZRUOGEDQN�RUJ�YLHZ�SKS"W\SH �	LG ������BBBBBBBBBBB�DQG�*LQpV�GH�5XV��������³7KH�5HJXODWLRQ�RI�7UDQVSRUW�,QIUDVWUXFWXUH�DQG�6HUYLFHV��$�&RQFHSWXDO�2YHUYLHZ´��LQ�(VWDFKH��$��DQG�*LQpV�GH�5XV��HGV���3ULYDWL]DWLRQ�DQG�5HJXODWLRQ�RI�7UDQVSRUW�,QIUDVWUXFWXUH��*XLGHOLQHV�IRU�3ROLF\PDNHUV�DQG�5HJXODWRUV��:%,�'HYHORSPHQW�6WXGLHV��7KH�:RUOG�%DQN��:DVKLQJWRQ��'�&���86$�� ���BBBBBBBBBBB��*RPH]�/RER�DQG�/HLS]LJHU���������³8WLOLWLHV�µ3ULYDWL]DWLRQ¶�DQG�WKH�3RRU¶V�1HHGV�LQ�/DWLQ�$PHULFD��+DYH�ZH�/HDUQHG�(QRXJK�WR�*HW�LW�5LJKW"´�:RUOG�'HYHORSPHQW�-RXUQDO�1R����SS������������*DODO�� $KPHG� �������� ³8WLOLW\� 5HJXODWLRQ� 9HUVXV� %27� 6FKHPHV�� $Q� $VVHVVPHQW� RI� (OHFWULFLW\� 6HFWRU�5HIRUPV� LQ� $UDE� &RXQWULHV�´�:RUNLQJ� 3DSHU�� 1R����� 7KH� (J\SWLDQ� &HQWHU� IRU� (FRQRPLF� 6WXGLHV��&DLUR��(J\SW����
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*UHHQ��5LFKDUG��������³&KHFNV�DQG�%DODQFHV�LQ�8WLOLW\�5HJXODWLRQV��7KH�8.�([SHULHQFH´�3XEOLF�3ROLF\�IRU�WKH�3ULYDWH�6HFWRU�1RWH�1R�������>HOHFWURQLF�YHUVLRQ@��7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ��'�&���86$��$YDLODEOH�DW��� KWWS���ZZZ�ZRUOGEDQN�RUJ�KWPO�ISG�QRWHV��������VXPPDU\�KWPO��*XLVODLQ��3LHUUH�DQG�0LFKHO�.HUI���������³&RQFHVVLRQV�7KH�:D\�WR�3ULYDWL]H�,QIUDVWUXFWXUH�6HFWRU�0RQRSROLHV´�3XEOLF�3ROLF\�IRU�7KH�3ULYDWH�6HFWRU��>HOHFWURQLF�YHUVLRQ@��7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ��'�&���86$��$YDLODEOH�DW��KWWS���ZZZ�ZRUOGEDQN�RUJ�KWPO�ISG�QRWHV������JXLVODLQ�KWPO��-XDQ��(OOLV���������³3ULYDWL]LQJ�$LUSRUWV�2SWLRQV�DQG�&DVH�6WXGLHV´��3ULYDWH�6HFWRU�9LHZSRLQW�1R������>HOHFWURQLF�YHUVLRQ@��-XQH��7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ��'�&���86$��$YDLODEOH�DW���KWWS���ZZZ�ZRUOGEDQN�RUJ�KWPO�ISG�QRWHV������VXPPDU\�KWPO��BBBBBBBBBB���������³$LUSRUW�,QIUDVWUXFWXUH��7KH�(PHUJLQJ�5ROH�RI�7KH�3ULYDWH�6HFWRU��5HFHQW�([SHULHQFHV�%DVHG�RQ����&DVH�6WXGLHV´�&)6�'LVFXVVLRQ�3DSHU�6HULHV��1XPEHU��������,QWHUQDWLRQDO�$LU�7UDQVSRUW�$VVRFLDWLRQ��,$7$����������:RUOG�$LU�7UDQVSRUW�6WDWLVWLFV���$YDLODEOH�DW��KWWS���ZZZ�LDWD�RUJ�DLU�ZDWV�KWP��,QWHUQDWLRQDO�&LYLO�$YLDWLRQ�2UJDQL]DWLRQ��,&$2�������D���$LU�7UDQVSRUW�,QIUDVWUXFWXUH�IRU�WKH���VW�&HQWXU\��&RQIHUHQFH�RQ�WKH�(FRQRPLFV�RI�$LUSRUWV�DQG�$LU�1DYLJDWLRQ�6HUYLFHV��0RQWUHDO���������-XQH���BBBBBBBBB�����E���,&$2�6HFUHWDULDW��³)LQDQFLDO�6LWXDWLRQ�RI�$LUSRUWV�DQG�$LU�1DYLJDWLRQ�6HUYLFHV�´�SDSHU�SUHVHQWHG�LQ�WKH�&RQIHUHQFH�RQ�WKH�(FRQRPLFV�RI�$LUSRUW�DQG�$LU�1DYLJDWLRQ�6HUYLFHV��0RQWUHDO��������-XQH��:3�����BBBBBBBBB�����F���,&$2�6HFUHWDULDW��³3ULYDWL]DWLRQ�LQ�WKH�3URYLVLRQ�RI�$LUSRUWV�DQG�$LU�1DYLJDWLRQ�6HUYLFHV´�SDSHU�SUHVHQWHG�LQ�WKH�&RQIHUHQFH�RQ�WKH�(FRQRPLFV�RI�$LUSRUW�DQG�$LU�1DYLJDWLRQ�6HUYLFHV��0RQWUHDO��������-XQH��:3�����BBBBBBBBB�����G���,&$2�6HFUHWDULDW��³)XQGLQJ�,VVXHV´�SDSHU�SUHVHQWHG�LQ�WKH�&RQIHUHQFH�RQ�WKH�(FRQRPLFV�RI�$LUSRUW�DQG�$LU�1DYLJDWLRQ�6HUYLFHV��0RQWUHDO��������-XQH��:3�����BBBBBBBBB�����H���,&$2�6HFUHWDULDW��³(FRQRPLF�5HJXODWLRQ´�SDSHU�SUHVHQWHG�LQ�WKH�&RQIHUHQFH�RQ�WKH�(FRQRPLFV�RI�$LUSRUW�DQG�$LU�1DYLJDWLRQ�6HUYLFHV��0RQWUHDO��������-XQH��:3�����BBBBBBBBB�����I���,&$2�6HFUHWDULDW��³&DSDFLW\�0DQDJHPHQW�DQG�6ORW�$OORFDWLRQ´�SDSHU�SUHVHQWHG�DW�WKH�&RQIHUHQFH�RQ�WKH�(FRQRPLFV�RI�$LUSRUW�DQG�$LU�1DYLJDWLRQ�6HUYLFHV��0RQWUHDO��������-XQH��:3������BBBBBBBBB�����J���,&$2�6HFUHWDULDW��³7UDIILF�)RUHFDVWV´�SDSHU�SUHVHQWHG�LQ�WKH�&RQIHUHQFH�RQ�WKH�(FRQRPLFV�RI�$LUSRUW�DQG�$LU�1DYLJDWLRQ�6HUYLFHV��0RQWUHDO��������-XQH��:3������
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BBBBBBBBB��������³'HVSLWH�(FRQRPLF�7URXEOHV�LQ�$VLD��WKH�:RUOG¶V�$LUOLQHV�&RQWLQXH�WR�3RVW�3URILWV�DQG�WR�&DUU\�5HFRUG�EUHDNLQJ�7UDIILF��$QQXDO�&LYLO�$YLDWLRQ�5HSRUW�������´��,&$2�-RXUQDO�>HOHFWURQLF�YHUVLRQ@�-XO\�$XJXVW��DYDLODEOH�DW��KWWS���ZZZ�LFDR�RUJ�LFDR�HQ�MU�����BDU��KWP��.DSXU�� $QLO�� �������� ³$LUSRUW� ,QIUDVWUXFWXUH�� 7KH� (PHUJLQJ� 5ROH� RI� WKH� 3ULYDWH� 6HFWRU�´� :RUOG� %DQN�7HFKQLFDO� 3DSHU� 1R�� ����� >HOHFWURQLF� YHUVLRQ@� 7KH� :RUOG� %DQN� *URXS�� :DVKLQJWRQ� '�&� 86$��$YDLODEOH�DW��KWWS���ZZZ�ZRUOGEDQN�RUJ�KWPO�H[WSE�DEVKWPO�������KWP��.OHLQ��0���������³%LGGLQJ�IRU�&RQFHVVLRQ�´�5HVHDUFK�:RUNLQJ�3DSHU��QR��������>HOHFWURQLF�YHUVLRQ@��7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ�'�&�86$��$YDLODEOH�DW���KWWS���HFRQ�ZRUOGEDQN�RUJ�YLHZ�SKS"W\SH �	LG �����/DIIRQW��-HDQ�-DFTXHV���������³7UDQVODWLQJ�3ULQFLSOHV�,QWR�3UDFWLFH´��(FRQRPLF�'HYHORSPHQW�,QVWLWXWH��:RUNLQJ�3DSHUV��>HOHFWURQLF�YHUVLRQ@��7KH�:RUOG�%DQN�*URXS�:DVKLQJWRQ�'�&�86$��$YDLODEOH�DW��� �KWWS���ZZZ�ZRUOGEDQN�RUJ�ZEL�UHIRUP�ODIIRQW�KWP��BBBBBBBBBBBBB��������³,QVWLWXWLRQV��5HJXODWLRQ�DQG�'HYHORSPHQW�´�'LVWLQJXLVKHG�/HFWXUHV�6HULHV�1R�����7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��&DLUR��(J\SW���0HQFNRII��*HUKDUG�DQG�&KULVWRSKHU�=HJUDV���������³([SHULHQFHV�DQG�,VVXHV�LQ�8UEDQ�7UDQVSRUW�,QIUDVWUXFWXUH�&RQFHVVLRQV�´�SDSHU�SUHSDUHG�IRU�WKH�,QWHUQDWLRQDO�5RDG�)HGHUDWLRQ�6\PSRVLXP�RQ�,QQRYDWLYH�)LQDQFLQJ�LQ�7UDQVSRUWDWLRQ�3URMHFWV��+DQRL��9LHWQDP��6HSWHPEHU����±�2FWREHU����$YDLODEOH�DW��� KWWS���ZZZ�ZRUOGEDQN�RUJ�WUDQVSRUW�SXEOLFDW�SXEBWUDQ�KWP��0LQLVWU\�RI�)LQDQFH���������*RYHUQPHQW�%XGJHW�IRU�WKH�)LQDQFLDO�<HDU����������&DLUR��(J\SW���0LQLVWU\�RI�3ODQQLQJ���������6RFLDO�DQG�(FRQRPLF�'HYHORSPHQW�3ODQ�IRU�WKH�\HDU����������7KH�)RXUWK�<HDU�RI�WKH���<HDU�3ODQ����������±�����������)HEUXDU\��&DLUR�(J\SW���0LQLVWU\�RI�7UDQVSRUWDWLRQ���������(&$$�3ODQ�IRU�'HYHORSLQJ�DQG�0RGHUQL]LQJ�(J\SWLDQ�$LUSRUWV��&DLUR��(J\SW���1HOOLV��-���������³7LPH�WR�5HWKLQN�3ULYDWL]DWLRQ�LQ�7UDQVLWLRQ�(FRQRPLHV"´�'LVFXVVLRQ�3DSHU�1XPEHU�����>HOHFWURQLF�YHUVLRQ@�,)&��$YDLODEOH�DW��KWWS���ZZZ�LIF�RUJ�HFRQRPLFV�SXEV�GS���GS���SGI��BBBBBBBBBB���������3ULYDWL]DWLRQ�LQ�WUDQVLWLRQ�HFRQRPLHV��:KDW�KDSSHQHG"�:KDW�FRPHV�QH[W">HOHFWURQLF�YHUVLRQ@�$YDLODEOH�DW��� KWWS���ZZZ�GHYHORSPHQWJDWHZD\�RUJ�������SUDJXHSXEYHUVLRQ�GRF��6LOYD��*LVHOH���������³3ULYDWH�3DUWLFLSDWLRQ�LQ�WKH�$LUSRUW�6HFWRU�5HFHQW�7UHQGV´�3ULYDWH�6HFWRU�9LHZ�3RLQW�1R������>HOHFWURQLF�YHUVLRQ@�7KH�:RUOG�%DQN�*URXS��:DVKLQJWRQ�'�&���86$��$YDLODEOH�DW���KWWS���ZZZ�ZRUOGEDQN�RUJ�KWPO�ISG�QRWHV��������VXPPDU\�KWPO��
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�$SSHQGL[���
'LIIHUHQW�0RGHV�RI�3ULYDWH�3DUWLFLSDWLRQ�LQ�$LUSRUWV��

$�YDULHW\�RI�DOWHUQDWLYH�SULYDWL]DWLRQ�WHFKQLTXHV�FDQ�EH�XVHG�WR�LQFUHDVH�WKH�HIILFLHQF\�DQG�
TXDOLW\�RI�DLUSRUWV��$FFRUGLQJ�WR�WKH�33,�GDWD�LQLWLDWLYH�E\�WKH�:RUOG�%DQN�DQG�H[LVWLQJ�
SURMHFWV�ZLWK�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�LQ�LQIUDVWUXFWXUH�LQ�GHYHORSLQJ�FRXQWULHV��WKH�SURMHFWV�
IDOO�XQGHU�WKH�IROORZLQJ�IRXU�FDWHJRULHV�����
�� 2SHUDWLRQ�DQG�0DQDJHPHQW�&RQWUDFWV��:KHUH�D�SULYDWH�HQWLW\�WDNHV�RYHU�WKH�

PDQDJHPHQW�RI�D�VWDWH�RZQHG�HQWHUSULVH�IRU�D�JLYHQ�SHULRG��7KLV�FDWHJRU\�LQFOXGHV�
PDQDJHPHQW�FRQWUDFWV�DQG�OHDVHV��

�� 2SHUDWLRQV�DQG�0DQDJHPHQW�&RQWUDFWV�ZLWK�0DMRU�&DSLWDO�([SHQGLWXUH��:KHUH�D�
SULYDWH�HQWLW\�WDNHV�RYHU�WKH�PDQDJHPHQW�RI�D�VWDWH�RZQHG�HQWHUSULVH�IRU�D�JLYHQ�SHULRG��
GXULQJ�ZKLFK�LW�DOVR�DVVXPHV�VLJQLILFDQW�LQYHVWPHQW�ULVN���7KLV�FDWHJRU\�LQFOXGHV�
FRQFHVVLRQ�W\SH�FRQWUDFWV�VXFK�DV�EXLOG�WUDQVIHU�RSHUDWH��EXLOG�OHDVH�RSHUDWH��DQG�EXLOG�
UHKDELOLWDWH�RSHUDWH�WUDQVIHU�FRQWUDFWV�DV�DSSOLHG�WR�H[LVWLQJ�IDFLOLWLHV��

�� *UHHQILHOG�3URMHFWV��:KHUH�D�SULYDWH�HQWLW\�RU�D�SXEOLF�SULYDWH�MRLQW�YHQWXUH�EXLOGV�DQG�
RSHUDWHV�D�QHZ�IDFLOLW\���7KLV�FDWHJRU\�LQFOXGHV�EXLOG�RZQ�WUDQVIHU�DQG�EXLOG�RZQ�
RSHUDWH�FRQWUDFWV��DV�ZHOO�DV�PHUFKDQW�SRZHU�SODQWV��

�� 'LYHVWLWXUH��:KHUH�D�SULYDWH�FRQVRUWLXP�EX\V�DQ�HTXLW\�VWDNH�LQ�D�VWDWH�RZQHG�
HQWHUSULVH��7KH�SULYDWH�VWDNH�PD\�RU�PD\�QRW�LPSO\�SULYDWH�PDQDJHPHQW�RI�WKH�
FRPSDQ\��

�

�������������������������������������������������
���:RUOG�%DQN����������



(&(6�:3���7RKDP\�	�(O�0HJKDUEHO�'HFHPEHU������

� ��

$SSHQGL[���
(&$$�3ODQ��)LQDQFLDO�1HHGV�DQG�&XUUHQW�6LWXDWLRQ��

$LUSRUW�1DPH� )LQDQFLDO�QHHGV� ,PSOHPHQWDWLRQ� 5HPDUNV�

$EX�6LPEHO�� /(����PLOOLRQ��
7KH�SURMHFW�LV�H[SHFWHG�WR�EH�LPSOHPHQWHG�LQ���VWDJHV�HQGLQJ�LQ�������

7KLV� DLUSRUW�ZLOO� EH� UXQ� XQGHU� FRQWUDFW�PDQDJHPHQW� DQG� RSHUDWLRQ�V\VWHP��7KH�FRQVWUXFWLRQ�RI�WKH�$LUSRUW�HQFRXUDJHG�WKH�GHYHORSPHQW�RI� D� WRXULVWLF� DUHD� QHDUE\�� )RXU� QHZ� LQWHUQDWLRQDO� KRWHOV� ZLOO� EH�HVWDEOLVKHG� LQ� WKH� DUHD� DV� D� ILUVW� VWDJH� RI� D� FRPSUHKHQVLYH�GHYHORSPHQW� SODQ�� ZKLFK� FRYHUV� D� WRWDO� RI� �� PLOOLRQ� PHWHUV�DQG�LQYROYHV�LQYHVWPHQWV�RI�/(�����PLOOLRQ����
$O�$ODPHLQ�� /(��������PLOOLRQ�� ([SHFWHG�WR�VWDUW�ZRUNLQJ�LQ�'HFHPEHU������� ,W�ZLOO�EH�LPSOHPHQWHG�LQ�WKUHH�VWDJHV�E\�$%%����*HUPDQ���

$VZDQ��
,PPHGLDWH�SODQ��/(����PLOOLRQ��)ROORZLQJ�SKDVH���/(�����PLOOLRQ��

([SHFWHG�WR�VWDUW�ZRUNLQJ�LQ�-XQH�������7KH�VHFRQG�VWDJH�ZLOO�EH�LPSOHPHQWHG�GXULQJ���������������

7KLV� DLUSRUW�ZLOO� EH� UXQ� XQGHU� FRQWUDFW�PDQDJHPHQW� DQG� RSHUDWLRQ�V\VWHP���

$VVLXW��
)LUVW�SKDVH���/(����PLOOLRQ��6HFRQG�SKDVH��/(����PLOOLRQ��

([SHFWHG�WR�VWDUW�ZRUNLQJ�LQ�-XQH������� )LUVW�SKDVH�ZLOO�EH�LPSOHPHQWHG�GXULQJ������������WKH�VHFRQG�SKDVH�ZLOO�EH�LPSOHPHQWHG�GXULQJ������������

%RUJ�(O�$UDE��
)LUVW�SKDVH���/(�����PLOOLRQ��6HFRQG�SKDVH��/(�����PLOOLRQ��

� )LUVW� SKDVH� ZLOO� EH� LPSOHPHQWHG� GXULQJ� ����������� WKH� VHFRQG�GXULQJ������������

$O�'DEDD� � � �
�������������������������������������������������
���$IHD�%URZQ�%RYHUL�$%%��
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$O�)DUDIUD� /(�����PLOOLRQ�� ([SHFWHG�WR�VWDUW�ZRUNLQJ�LQ�-DQXDU\������� 7KH�%227�FRQFHVVLRQ�FRQWUDFW� LQFOXGHV�D�GHYHORSPHQW�FRQFHSW�RI�WKH�DLUSRUW�SURMHFW�ZLWK�VXUURXQGLQJ�KRWHOV�DQG�WRXULVP��
+XUJKDGD��

/(�����PLOOLRQ�RI�ZKLFK�WKH�SUHVVLQJ�QHHGV�UHDFKHG�/(����PLOOLRQ��

([SHFWHG�WR�VWDUW�ZRUNLQJ�LQ�-XQH������� 7KH� FRQWUDFW� ZDV� JUDQWHG� WR� $UWRF� 6XLVVH� IRU� DLUSRUW� VHUYLFHV� DQG�DYLDWLRQ�WUDQVSRUW��

$O�1R]KD�� /(����PLOOLRQ�� � �

/X[RU�� /(�����PLOOLRQ��
([SHFWHG� WR� VWDUW� ZRUNLQJ� LQ�-XQH������� ,Q� ������ WKH� FDSDFLW\� UHDFKHG� LWV� PD[LPXP� ZLWK� �� DLUSODQHV� SHU�KRXU�� ,WV�FXUUHQW�FDSDFLW\�LV����DLUSODQHV�SHU�KRXU�DQG�ZLOO� LQFUHDVH�WR����E\�WKH�\HDU�������(&$$�SODQ�LQFOXGHV�LQFUHDVLQJ�WKH�FDSDFLW\�RI� WKH� /X[RU� DLUSRUW� WR� ����� SDVVHQJHUV� DQ� KRXU�� 7KH� QHZ�GHYHORSPHQWV�DUH�H[SHFWHG�WR�ILQLVK�E\�-XQH�������

0DUVD�$ODP� /(��������PLOOLRQ�� ([SHFWHG�WR�EH�ZRUNLQJ�LQ�2FWREHU������� $� ���\HDUV� FRQFHVVLRQ� FRQWUDFW� ZDV� JUDQWHG� LQ� ����� WR� WKH� 3DULV�$LUSRUW�$XWKRULW\���
5DV�6LGU� � � 7KH� SURMHFW� ZLOO� EH� LPSOHPHQWHG� E\� DQ� (J\SWLDQ� 1RUZHJLDQ�&RQVRUWLXP��

6DIDJD� �
� 7KH� DLUSRUW� GHVLJQ� DQG� FRQVWUXFWLRQ� ZLOO� EH� RIIHUHG� WR�PDMRU�SULYDWH� VHFWRU� FRPSDQLHV� XQGHU� %27� V\VWHP�� 7KH�REMHFWLYH�EHKLQG�HVWDEOLVKLQJ�WKLV�QHZ�DLUSRUW�LV�WR�GLVWULEXWH�VRPH�RI�WKH�SDVVHQJHU�WUDIILF�DQG�DYRLG�FRQFHQWUDWLRQ�LQ�WKH�+XUJKDGD�DUHD��

6KDUP�(O�6KHLNK�� /(�����PLOOLRQ�� 7R�EH�LPSOHPHQWHG�E\������� �
6RKDJ� � ([SHFWHG�WR�VWDUW�ZRUNLQJ�LQ�-XQH������ �

$O�6XNKQD� �
� 1LQH� RIIHUV� ZHUH� UHFHLYHG� IURP� LQWHUQDWLRQDO� FRPSDQLHV� IRU� WKH�FRQVWUXFWLRQ� RI� WKH� 6XNKQD� $LUSRUW� XQGHU� WKH� %27� V\VWHP��� $�FRPPLWWHH� KDV� EHHQ� IRUPHG� WR� VWXG\� WKH� WHFKQLFDO� DQG� ILQDQFLDO�DVSHFWV�RI�WKHVH�RIIHUV�WR�VHOHFW�WKH�PRVW�VXLWDEOH�RIIHU������
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�
6DLQW�&DWKHULQH��(O�$ULVK��(O�:DG\�(O�*LGLG��0DUVD�0DWURXK��6KDUN�(O�2XDLQDW��(O�'DNKOD�DQG�(O�.KDUJD��(O�*RXUD��,PEDED��3RUW�6DLG�

/(���ELOOLRQ��

� �

6LZD�DQG�5DVV�%HQDVV� /(����PLOOLRQ�� :LOO�EH�LPSOHPHQWHG�E\�WKH�0LQLVWU\�RI�7RXULVP�GXULQJ������������
�

$O�:DKDW�$O�%DKDULD� /(�����PLOOLRQ�� � :LOO�EH�LPSOHPHQWHG�XQGHU�WKH�%27�V\VWHP�E\�$%%��
$LUSRUW�FRQWURO�DQG�VDIHW\�SURMHFWV� /(�������PLOOLRQ�� � �

�


