
�&�R�V�W�L�Q�J���3�O�D�Q�Q�H�G���5�H�O�R�F�D�W�L�R�Q

3ROLF\ �$QDO\ VLV�5HSRUW
0 DUFK�� � � �



�

7KLV�SROLF\ �DQDO\ VLV�DGGUHVVHV�WKH�LQFUHDVLQJO\ �XUJHQW�LVVXH�RI�FOLPDWH�UHORFDWLRQV��DOVR�UHIHUUHG�WR�DV�SODQQHG
RU� PDQDJHG� UHWUHDW�� DV� D� UHVSRQVH� WR� WKH� JURZLQJ� ULVNV� DQG� FRQVHTXHQFHV� RI� VHD� OHYHO� ULVH�� ,W� H[ SORUHV� DQG
HYDOXDWHV�YDULRXV�PHWKRGV�IRU�FRVWLQJ�DQG�ILQDQFLQJ�WKHVH�HPHUJLQJ�SUDFWLFHV��6SHFLILFDOO\ ��LW�FRQVLGHUV�KRZ�WKH
3DFLILF� 5HJLRQDO� ) UDPHZRUN� RQ� &OLPDWH� 0 RELOLW\ �� ZKLFK� LQFOXGHV� SODQQHG� UHORFDWLRQV�� FRXOG� EH� LPSOHPHQWHG
WKURXJK� LPSURYLQJ� DQG� DOLJQLQJ� ILQDQFLQJ� VWUHDPV�� ZKLFK� LQ� WXUQ� FDQ� EH� EHWWHU� LQIRUPHG� WKURXJK� Hï HFWLYH�
FUHGLEOH��DQG�KDUPRQLVHG�FRVW�HVWLPDWLRQ�RU�EXGJHWLQJ�SURFHVVHV��

3ODQQHG� UHORFDWLRQ� LV� QRW� D� VLQJOH� LQIUDVWUXFWXUH� SURMHFW�� EXW� D� PXOWL�VHFWRU�� PXOWL�\ HDU� SURJUDPPH� WKDW
LQWHUVHFWV� ZLWK� KRXVLQJ�� ODQG� DGPLQLVWUDWLRQ�� SXEOLF� VHUYLFHV�� OLYHOLKRRGV�� VRFLDO� SURWHFWLRQ�� DQG� FXOWXUDO
FRQWLQXLW\ �� $V� VHD�OHYHO� ULVH� DQG� FRPSRXQG� FRDVWDO� KD] DUGV� LQWHQVLI\ �� 3DFLILF� JRYHUQPHQWV� DQG� SDUWQHUV� ZLOO
LQFUHDVLQJO\ � QHHG� GHFLVLRQ�UHDG\ � FRVW� SURILOHV� WKDW� HQDEOH� WKHP� WR� FRPSDUH� RSWLRQV� �SURWHFW�� DFFRPPRGDWH�
HOHYDWH�� UHORFDWH�� DQG� WR� VHTXHQFH� LQYHVWPHQWV� RYHU� WLPH�� &OHDU�� VWDQGDUGLVHG� FRVWLQJ� DOVR� VWUHQJWKHQV
DFFRXQWDELOLW\ � DQG� KHOSV� HQVXUH� UHORFDWLRQV� DUH� XQGHUWDNHQ� RQO\ � ZKHQ� QHFHVVDU\ �� DQG� LQ� ZD\ V� WKDW� SURWHFW
ULJKWV�DQG�GLJQLW\ ��

7KH� SULQFLSDO� REVWDFOHV� WR� DFFXUDWHO\ � FRVWLQJ� DQG� ILQDQFLQJ� FOLPDWH� UHORFDWLRQV� VWHP� IURP� WKH� DEVHQFH� RI
VWDQGDUGLVHG� PHWKRGRORJLHV� DQG� WKH� LQDGHTXDF\ � RI� WUDGLWLRQDO� IXQGLQJ� PHFKDQLVPV�� ( ï HFWLYH� FRVW� HVWLPDWLRQ
PXVW�DFFRXQW�IRU�GLUHFW�H[ SHQVHV�DV�ZHOO�DV�WUDQVDFWLRQDO��OLIHF\ FOH��DQG�LQWDQJLEOH�LPSDFWV��LQFOXGLQJ�VRFLDO�DQG
SV\ FKRORJLFDO� IDFWRUV��DFURVV�DOO�SKDVHV�RI�WKH�UHORFDWLRQ�SURFHVV��&RQYHQWLRQDO� ILQDQFLDO�LQVWUXPHQWV��VXFK�DV
LQVXUDQFH� DQG� GLVDVWHU� UHOLHI�� DUH� LPSRUWDQW� EXW� LQVXð FLHQW� IRU� WKH� VFDOH� UHTXLUHG�� QHFHVVLWDWLQJ� LQQRYDWLYH
DSSURDFKHV� DQG� HQKDQFHG� LQWHUQDWLRQDO� FRRUGLQDWLRQ�� 7KLV� DOVR� EHWWHU� HQDEOHV� D� JRYHUQPHQW�OHG�� ZKROH�RI�
VRFLHW\ ��UHVSRQVH�IRU�SODQQHG�UHORFDWLRQV�GXH�WR�VHD�OHYHO�ULVH��

$ �IXUWKHU�FKDOOHQJH�LV�WKDW�UHORFDWLRQ�FRVWV�DUH�RIWHQ�GLVSHUVHG�DFURVV�DJHQFLHV�DQG�EXGJHW�OLQHV��REVFXULQJ�WKH
kZKROH�RI�SURJUDPPHy�H[ SHQGLWXUH�UHTXLUHG�WR�GHOLYHU�D�YLDEOH�VHWWOHPHQW�DQG�VXVWDLQHG�ZHOOEHLQJ�RXWFRPHV�
,Q� SUDFWLFH�� XQGHU�FRVWLQJ� FRPPRQO\ � HPHUJHV� IURP� ZHDN� HDUO\ �VWDJH� VFRSLQJ� �ULVN� GDWD�� ODQG� DFFHVV�� VRFLDO
VDIHJXDUGV��� DQG� IURP� WUHDWLQJ� HVVHQWLDO� kVRIWy� FRPSRQHQWV� �� FRPPXQLW\ � HQJDJHPHQW�� JULHYDQFH� SURFHVVHV�
OLYHOLKRRG� UHVWRUDWLRQ�� DQG� KRVW�FRPPXQLW\ � VXSSRUW� �� DV� RSWLRQDO� DGG�RQV�� 7KLV� DQDO\ VLV� WKHUHIRUH� IUDPHV
FRVWLQJ�DV�D�JRYHUQDQFH�DQG�HTXLW\ �LQVWUXPHQW��D�ZD\ �WR�PDNH�YLVLEOH�ZKR�EHDUV�ZKLFK�FRVWV��DW�ZKDW�SRLQW�LQ
WKH�UHORFDWLRQ�OLIH�F\ FOH��DQG�ZLWK�ZKDW�VDIHJXDUGV��

7KLV�UHSRUW�SURYLGHV�3DFLILF�JRYHUQPHQWV�DQG�SDUWQHUV�ZLWK�D�SUDFWLFDO� IUDPHZRUN�WR� �L� �LGHQWLI\ �WKH� IXOO�FRVW
SURILOH�RI�FOLPDWH�UHODWHG�FRPPXQLW\ �UHORFDWLRQ�DFURVV�WKH�UHORFDWLRQ�OLIHF\ FOH��DQG��LL��DOLJQ�WKRVH�FRVW�SURILOHV
ZLWK�UHDOLVWLF�ILQDQFLQJ�SDWKZD\ V��,W�LV�GHVLJQHG�WR�VXSSRUW�QDWLRQDO�EXGJHWLQJ��GRQRU�HQJDJHPHQW��DQG�UHJLRQDO
FRRUGLQDWLRQ�XQGHU�HPHUJLQJ�3DFLILF�FOLPDWH�PRELOLW\ �IUDPHZRUNV��

( [ HFXWLYH�6XP P DU\ �

�

7R� DGGUHVV� WKHVH� FRPSOH[ LWLHV�� DQG� UHFXUULQJ� FKDOOHQJHV� RI� XQGHUHVWLPDWHG� DQG� KLGGHQ� FRVWV�� WKH� GRFXPHQW
DGYRFDWHV� IRU� DQ� DFWLYLW\ �EDVHG� FRVWLQJ� �$%&�� DSSURDFK�� ZKLFK� IDFLOLWDWHV� WUDQVSDUHQW� DQG� FRPSUHKHQVLYH
EXGJHWLQJ�WKURXJKRXW�HDFK�VWDJH�RI�UHORFDWLRQ��%\ �FDSWXULQJ�DOO�UHOHYDQW�FRVWV��$%&�LPSURYHV�RQ�WKH�DFFXUDF\
DQG� HTXLWDELOLW\ � RI� ILQDQFLDO� SODQQLQJ�� 7KH� UHSRUW� RXWOLQHV� q� QRQ�H[ KDXVWLYHO\ � q� � � � DFWLYLWLHV� UHODWHG� WR� D
GLJQLILHG�SODQQHG�UHORFDWLRQ��WKHVH�DUH�LQFOXGHG�LQ�WKH�VXPPDU\ �WDEOH�RYHUOHDI��

7KH� DFWLYLW\ � OLVW� LV� LQWHQGHG� WR� IXQFWLRQ� DV� D� SUDFWLFDO� FKHFNOLVW� WKDW� FDQ� EH� DGDSWHG� WR� QDWLRQDO� FRQWH[ W�
UHORFDWLRQ� W\ SRORJ\ �� DQG� ULVN� SURILOH�� UDWKHU� WKDQ� DV� D� SUHVFULSWLYH� kRQH�VL] H�ILWV�DOOy� WHPSODWH�� 8 VHG
FRQVLVWHQWO\ ��LW�FDQ�KHOS�JRYHUQPHQWV�GHYHORS�FRPSDUDEOH�FRVW�HVWLPDWHV�DFURVV�VLWHV��EXLOG�XQLW�FRVW�OLEUDULHV
RYHU�WLPH��DQG�FUHDWH�FOHDUHU�ILQDQFLQJ�QDUUDWLYHV�IRU�GRPHVWLF�EXGJHW�SURFHVVHV�DQG�H[ WHUQDO�SDUWQHUV��,W�DOVR
HQDEOHV� HDUOLHU� LGHQWLILFDWLRQ� RI� FRVW�LQWHQVLYH� ERWWOHQHFNV� � � HVSHFLDOO\ � ODQG� WHQXUH� UHVROXWLRQ�� VHUYLFH
H[ SDQVLRQ�� DQG� ORQJ�WHUP� 2 	 0 � � � VR� WKHVH� FDQ� EH� SODQQHG�� QHJRWLDWHG�� DQG� ILQDQFHG� EHIRUH� LPSOHPHQWDWLRQ
EHJLQV��
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' HIHFWV�RU�OLDELOLW\
UHSDLUV�DQG�PLQRU
FRPSOHWLRQ�ZRUNV�
( [ SDQVLRQV�WR�SXEOLF
VHUYLFHV�DW�WKH�QHZ
VLWH��H�J��KHDOWK�
HGXFDWLRQ��XWLOLWLHV��
/ LYHOLKRRG�WRS�XSV
DQG�PDUNHW�DFFHVV
VXSSRUW�
5HVWRUDWLRQ�RU
GHFRPPLVVLRQLQJ
ZRUNV�DW�WKH�ROG�VLWH
ZKHUH�DSSOLFDEOH�
1 DWXUH�EDVHG
6ROXWLRQ�DQG
( FRV\ VWHP�EDVHG
$SSURDFK�PRQLWRULQJ
DQG�PDLQWHQDQFH�

$��3UH�5HORFDWLRQ� &��$ IWHU�5HORFDWLRQ�%��' XULQJ�5HORFDWLRQ

6LWH�SUHSDUDWLRQ�DQG
KHDY\ �FLYLO�ZRUNV
�SODWIRUP�ILOO��VHDZDOOV�
HWF��ZKHUH�UHOHYDQW�
UDLVHG�URDGV�DQG
EULGJHV��
+ RXVLQJ�DQG�SXEOLF
EXLOGLQJ�FRQVWUXFWLRQ�
: DWHU��ZDVWHZDWHU�
SRZHU��,&7��DQG
FRPPXQLW\ �IDFLOLWLHV�
1 DWXUH�EDVHG
6ROXWLRQV�DQG
( FRV\ VWHP�EDVHG
$SSURDFK
LPSOHPHQWDWLRQ�
+ RXVHKROG�DQG�DVVHW
WUDQVSRUW�
/ LYHOLKRRG�VWDUW�XS
SDFNDJHV��H�J��WRROV�
LQSXWV��WUDLQLQJ��
+ RVW�FRPPXQLW\
VXSSRUW�JUDQWV�
&RQWUDFWRU
PRELOLVDWLRQ��SODQW
FRVWV�DQG�IXHO�

� ��
7UDQVDFWLRQDO
FRVWV�

) 3,&�SURFHVV
�VHJPHQWHG
FRQVXOWDWLRQV��LQFOXGLQJ
ZLWK�KRVW�FRPPXQLWLHV�
LQWHUSUHWDWLRQ��
/ HJDO�GXH�GLOLJHQFH�DQG
FXVWRPDU\ �ODQG
QHJRWLDWLRQV�
&DGDVWUDO�ZRUN�DQG
SHUPLWV�

5HVLGHQW�HQJLQHHU�DQG
VLWH�VXSHUYLVLRQ
4 XDOLW\ �$VVXUDQFH�DQG
FRQWUDFW�PDQDJHPHQW
) LQDQFLDO�PDQDJHPHQW�
UHSRUWLQJ��VDIHJXDUGV
PRQLWRULQJ��JULHYDQFH
KDQGOLQJ��DQG
WUDQVSDUHQF\ �RXWUHDFK
' RFXPHQWLQJ�LQ�NLQG
ODERXU�DQG�PDWHULDOV�DV
FRXQWHUSDUW�ILQDQFH
3DUWLFLSDWRU\ �UHYLHZ
SURFHVV�

,QGHSHQGHQW
WHFKQLFDO�ILQDQFLDO
DXGLWV��H�J��HYHU\ �WKUHH
\ HDUV�
&RPPXQLW\
VDWLVIDFWLRQ�DQG
OLYHOLKRRG�VXUYH\ V
&ODLPV�DGPLQLVWUDWLRQ�
LQFOXGLQJ�ZLWK�LQVXUHUV�
RU�RQJRLQJ�JULHYDQFH
UHVROXWLRQ�DQG�FRQIOLFW
PHGLDWLRQ�LI�QHHGHG�

0 XOWL�KD] DUG�ULVN
DQDO\ VHV
7RSR�EDWK\ PHWU\ �DQG
JHR�WHFKQLFDO�VXUYH\ V�
* URXQGZDWHU�	
HFRV\ VWHP�DVVHVVPHQWV
&RQFHSW�GHVLJQV�DQG
RXWOLQH�%R4 ��GHWDLOHG
K\ EULG��JUHHQ�DQG�JUH\
LQIUDVWUXFWXUH�
HQJLQHHULQJ�IRU
SODWIRUPV��URDGV�
GUDLQDJH��KRXVLQJ�
: $6+ ��DQG�XWLOLWLHV�
&RQFHSW�GHVLJQV�IRU
1 DWXUH�EDVHG�6ROXWLRQV
/ DQG�YDOXDWLRQ�
DFTXLVLWLRQ�DQG�RU
FRPSHQVDWLRQ
+ RVW�VLWH�SUHSDUDWLRQ�
WHPSRUDU\ �DFFHVV
ZRUNV�DV�UHTXLUHG�
+ RVW�FRPPXQLW\
VXSSRUW�DQG�LQWHJUDWLRQ
SODQ�
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,QWDQJLEOH�
FRVW
FRQVLGHUDWLRQV�

/ LIH�F\ FOH�FRVWLQJ�EXLOW
LQWR�GHVLJQ�
( VWDEOLVKPHQW�RI�2 	 0
UHVHUYH�RU�VLQNLQJ�IXQG�
EDVHOLQLQJ�( [ SHFWHG
$QQXDO�' DPDJH�DQG
DYRLGHG�ORVV
DVVXPSWLRQV
' HILQLQJ�DVVHW�RZQHU
UHVSRQVLELOLWLHV��GUDIWLQJ
2 	 0 �SODQV�DQG�WUDLQLQJ
EXGJHWV�
3ODQ�UHVLGXDO�ULVN�EXï HUV
DQG�FRQQHFW�ZLWK
RQJRLQJ�GLVDVWHU�ULVN
ILQDQFLQJ�LQLWLDWLYHV�

&HUHPRQLHV��UHEXULDOV�
KHULWDJH�GLJLWLVDWLRQ�
DUFKLYHV�
3V\ FKRVRFLDO�VXSSRUW
GXULQJ�PRYHV
0 HGLDWLRQ�DQG�KRVWLQJ
DUUDQJHPHQW�WR�VXVWDLQ
VRFLDO�FRKHVLRQ�DQG�RU
GLVSXWH�UHVROXWLRQ
EHWZHHQ�UHORFDWLQJ�DQG
KRVW�FRPPXQLWLHV�

$V�EXLOW�DVVHW�UHJLVWHU
6SDUHV�DQG�PDLQWHQDQFH
WRROV�
2 	 0 �PDQXDO
GHYHORSPHQW�DQG�WUDLQLQJ�
2 SHUDWRU�WUDLQLQJ��ZDWHU
FRPPLWWHHV��URDG
PDLQWHQDQFH�HWF��
: DUUDQW\ �HQIRUFHPHQW
DQG�KDQGRYHU�SURFHVV�DQG
GRFXPHQWDWLRQ��LQLWLDO
SUHPLXP�SD\ PHQWV�LI
DSSOLFDEOH�

5RXWLQH�2 	 0
�URDGV�GUDLQDJH
FOHDUDQFH��ZDWHU�DQG
SRZHU�V\ VWHPV��EXLOGLQJ
XSNHHS��
3UHPLXPV�IRU�LQVXUDQFH
ULVN�SRROV�
8 SGDWHG�( [ SHFWHG
$QQXDO�' DPDJH�DQG
DYRLGHG�ORVV�PHWULFV�
5H�VFRSLQJ�RI�KD] DUG
GDWD�

2 QJRLQJ�ZHOOEHLQJ�DQG
FXOWXUDO�FRQWLQXLW\
SURJUDPPHV�
,QWHU���RU�LQWUD��
FRPPXQLW\ �GLDORJXH
SODWIRUPV��SHULRGLF
ULWXDOV�
+ HULWDJH�VWHZDUGVKLS
8 SGDWHG�1 ( / '
LQYHQWRU\ �DQG
YDOXDWLRQ�DV�QHFHVVDU\ �

&RQGXFW�D�QRQ�HFRQRPLF
ORVV�DQG�GDPDJH�LQYHQWRU\
RI�WDQJLEOH�DQG�LQWDQJLEOH
DVVHWV��H�J��LGHQWLW\ ��VDFUHG
VLWHV��JUDYHV�
ODQJXDJH�SODFH
DWWDFKPHQW��DQG�PDSSLQJ
RI�FXOWXUDO�KHULWDJH�DW�ULVN�
' LVFXVV�DQG�GHFLGH
DSSURSULDWH�YDOXDWLRQ
PHWKRG��DQG�UHOHYDQW
1 ( / ' �LQLWLDWLYHV
DVVRFLDWHG�ZLWK
UHORFDWLRQ�
0 HQWDO�KHDOWK�EDVHOLQHV�
' HVLJQ�RI�FXOWXUDO
SURWRFROV�IRU�WKH
UHORFDWLRQ�SURFHVV
2 SSRUWXQLW\ �FRVW
YDOXDWLRQV�IRU�ORVVHV
UHODWHG�WR�UHORFDWLRQ��H�J�
ORVW�ILVKHULHV�RU�JDUGHQV��

� ��
/ LIH�F\ FOH�
FRVWV

) XUWKHUPRUH�� WKH� EULHI� XQGHUVFRUHV� WKH� LPSRUWDQFH� RI� DOLJQLQJ� IXQGLQJ� VWUDWHJLHV� ZLWK� EURDGHU� VRFLDO� MXVWLFH
DQG� VXVWDLQDEOH� GHYHORSPHQW� REMHFWLYHV�� 7KLV� DOLJQPHQW� LV� FUXFLDO� WR� HQVXUH� WKDW� WKH� PRVW� YXOQHUDEOH� DQG
PDUJLQDOLVHG� FRPPXQLWLHV� DUH� QRW� GLVSURSRUWLRQDWHO\ � EXUGHQHG� E\ � WKH� LPSDFWV� DQG� FRVWV� RI� UHORFDWLRQ�� DQG
WKDW� Hï RUWV� DFWLYHO\ � FRQWULEXWH� WR� UHGXFLQJ� LQHTXDOLWLHV� DQG� SURPRWLQJ� UHVLOLHQFH�� ,W� SURSRVHV� XWLOLVLQJ
PHFKDQLVPV�VXFK�DV�DGDSWDWLRQ�IXQGV��SXEOLF�SULYDWH�SDUWQHUVKLSV��DQG�FRPPXQLW\ �OHG�PRGHOV�WR�JXDUDQWHH�WKDW
ILQDQFLQJ�IRU�SODQQHG�UHORFDWLRQV�LV�ERWK�IDLU�DQG�Hï HFWLYH��,QWHJUDWLQJ�WKHVH�DSSURDFKHV�ZLWK�VRFLDO�DQG�FOLPDWH
MXVWLFH� JRDOV� KHOSV� WR� UHLQIRUFH� FRPPXQLW\ � DJHQF\ �� SURWHFW� KXPDQ� ULJKWV�� DQG� IRVWHU� LQFOXVLYH� GHYHORSPHQW
RXWFRPHV��HQVXULQJ�WKDW�UHORFDWLRQ�SURFHVVHV�VXSSRUW�ORQJ�WHUP�VXVWDLQDELOLW\ �DQG�HTXLWDEOH�JURZWK��
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�6�W�U�D�W�H�J�L�F���3�O�D�Q�Q�L�Q�J���	 ���* �R�Y�H�U�Q�D�Q�F�H��

7KH�UHSRUW�FRQFOXGHV�ZLWK�UHFRPPHQGDWLRQV�LQFOXGLQJ��

� ��$ OLJQ�QDWLRQDO�DFWLRQ�Z LWK�35 ) &0 �DQG�1 $ 3V�IRU�UHJLRQDO�FRQVLVWHQF\ ��( PEHG�SODQQHG�UHORFDWLRQ�LQ
1 DWLRQDO�$GDSWDWLRQ�3ODQV�DQG�RSHUDWLRQDOLVH�WKH�3DFLILF�5HJLRQDO�) UDPHZRUN�RQ�&OLPDWH�0 RELOLW\ �VR�SURMHFWV
UHLQIRUFH�EURDGHU�UHVLOLHQFH�DQG�GHYHORSPHQW�JRDOV��

� ��0 DS�DQG�UDQN�FOLP DWH�ULVN�KRWVSRWV�WR�EXLOG�D�UHORFDWLRQ�SLSHOLQH��&RPSOHWH�QDWLRQDO�DQG�UHJLRQDO
ULVN� PDSV� �XVLQJ� ,3&&� WR� � � � � � DQG� WRROV� VXFK� DV� ,2 0 
V� 5LVN� ,QGH[ � IRU� &OLPDWH� ' LVSODFHPHQW��� UDQN
FRPPXQLWLHV�IRU�SODQQHG�UHORFDWLRQ��DQG�XSGDWH�WKH�SLSHOLQH�DQQXDOO\ �IRU�EXGJHWLQJ�DQG�GRQRU�HQJDJHPHQW��

� �� ( QDFW�D�FOHDU�QDWLRQDO�UHORFDWLRQ�IUDP HZ RUN�Z LWK�P DQGDWHV�DQG�EXGJHWV��$GRSW�OHJLVODWLRQ�SROLF\
WKDW� DVVLJQV� OHDG� DXWKRULW\ �� HPEHGV� D� KXPDQ�ULJKWV�EDVHG� DSSURDFK�� DQG� LQWHJUDWHV� UHORFDWLRQ� LQWR� QDWLRQDO
GHYHORSPHQW�SODQQLQJ�DQG�EXGJHW�F\ FOHV��

�&�R�P�P�X�Q�L�W�\���(�Q�J�D�J�H�P�H�Q�W���	 ���6�R�F�L�D�O���,�Q�F�O�X�V�L�R�Q��

� �� ) XQG� KRVW�FRP P XQLW\ � EHQHILW� SDFNDJHV� DQG� LQWHJUDWLRQ� VXSSRUW�� %XGJHW� IRU� KRVW�DUHD
LQIUDVWUXFWXUH�DQG�VHUYLFHV�DQG�FR�GHVLJQ�EHQHILW�VKDULQJ�WR�VXVWDLQ�VRFLDO�FRKHVLRQ�DQG�DYRLG�ORFDO�UHVHQWPHQW��

� �� 2 SHUDWLRQDOLVH� JULHYDQFH� UHGUHVV� DQG� VDIHJXDUGV�� 6WDQG� XS� DFFHVVLEOH� JULHYDQFH� PHFKDQLVPV� DQG
UREXVW�VRFLDO�HQYLURQPHQWDO�VDIHJXDUGV�DFURVV�DOO�UHORFDWLRQ�SKDVHV�WR�SURWHFW�GLJQLW\ ��FXOWXUH��DQG�ULJKWV��

� �� * XDUDQWHH� ) 3,&�� DW� RULJLQ� DQG� KRVW� ORFDWLRQV�� 5XQ� LQFOXVLYH�� WUDQVODWHG� ) UHH�� 3ULRU� DQG� ,QIRUPHG
&RQVHQW� SURFHVVHV� IRU� DW�ULVN� DQG� KRVW� FRPPXQLWLHV� VR� FKRLFHV� DERXW� LI�ZKHQ�ZKHUH� WR� UHORFDWH� DUH
FRPPXQLW\ ��GULYHQ�DIWHU�FRQVLGHULQJ�DOO�RSWLRQV��

� �� + DUG�Z LUH�HTXLW\ �DQG�FXOWXUDO�SURWHFWLRQ�LQWR�HYHU\ �UHORFDWLRQ�SURMHFW��7UHDW�SODQQHG�UHORFDWLRQ
DV�VRFLDO�SURWHFWLRQ��UHVRXUFH�PHDVXUHV�IRU�YXOQHUDEOH�JURXSV�DQG�SUHVHUYH�FXOWXUDO�WLHV��FHUHPRQLHV��KHULWDJH
PDSSLQJ��SV\ FKRVRFLDO�VXSSRUW���

�&�R�V�W�L�Q�J���	 ���%�X�G�J�H�W�L�Q�J���0�H�W�K�R�G�R�O�R�J�L�H�V��

� �� $ GRSW� VWDQGDUGLVHG� $ FWLYLW\ �%DVHG� &RVWLQJ� Z LWK� XQLW�FRVW� OLEUDULHV�� %XGJHW� E\ � GLVFUHWH� DFWLYLWLHV
�) 3,&�� ODQG� DFFHVV�� VLWH� ZRUNV�� KRXVLQJ�� OLYHOLKRRGV�� DFURVV� SUH��� LQ��� DQG� SRVW�PRYH� SKDVHV� WR� VXUIDFH� GLUHFW�
WUDQVDFWLRQDO��OLIH�F\ FOH��DQG�LQWDQJLEOH�FRVWV��

� �� 5 LQJ�IHQFH� OLIH�F\ FOH� 2 	 0 � DQG� QRQ�HFRQRP LF� ORVVHV�� &UHDWH� SURWHFWHG� EXGJHW� OLQHV� IRU� RSHUDWLRQV
DQG� PDLQWHQDQFH� DQG� IXQG� PHDVXUHV� WKDW� DGGUHVV� QRQ�HFRQRPLF� ORVVHV� �IRU� H[ DPSOH�� FXOWXUDO� KHULWDJH�
FRPPXQLW\ �QHWZRUNV��PHQWDO�KHDOWK���

� � �� &URZ G� LQ� SDUWQHUV�� 333V� DQG� FRP P XQLW\ �GULYHQ� ILQDQFH�� 8 VH� SXEOLFqSULYDWH� SDUWQHUVKLSV� DQG
FRPPXQLW\ � IXQGLQJ� PRGHOV� WR� PRELOLVH� FDSLWDO� DQG� H[ SHUWLVH� IRU� KRXVLQJ� DQG� OLYHOLKRRGV� ZKLOH� HQVXULQJ
FRPPXQLWLHV�UHWDLQ�D�UHDO�VWDNH�DQG�YRLFH��

� � �� &RRUGLQDWH� LQWHUQDWLRQDO� VXSSRUW� XQGHU� HP HUJLQJ� REOLJDWLRQV� DQG� UHJLRQDO� SULRULWLHV�
6WUHQJWKHQ� GRQRU� SODWIRUPV� VR� H[ WHUQDO� ILQDQFH� LV� SUHGLFWDEOH�� DFFHVVLEOH�� DQG� DOLJQHG� ZLWK� QDWLRQDO� SLSHOLQHV�
WDSSLQJ�DGDSWDWLRQ�DQG�ORVV�DQG�GDPDJH�FKDQQHOV�UHIHUHQFHG�LQ�HYROYLQJ�LQWHUQDWLRQDO�JXLGDQFH��

� � ��&DSLWDOLVH�QDWLRQDO�WUXVW� IXQGV�RU�VSHFLDO�DFFRXQWV�DQG�XVH�ULVN�OD\ HUHG� ILQDQFH��3RRO�GRPHVWLF
DQG�H[ WHUQDO�UHVRXUFHV�DQG�PDWFK�LQVWUXPHQWV�WR�QHHGV� �JUDQWV�RU�ORVV�DQG�GDPDJH� IXQGV� IRU�LUUHYHUVLEOH�DQG
LQWDQJLEOH�ORVVHV��FRQFHVVLRQDO�ORDQV�IRU�LQIUDVWUXFWXUH��FRQWLQJHQF\ �RU�SDUDPHWULF�FRYHU�IRU�VKRFNV���

�)�L�Q�D�Q�F�L�Q�J���	 ���5�H�V�R�X�U�F�H���0�R�E�L�O�L�V�D�W�L�R�Q��



�

�&�D�S�D�F�L�W�\�����. �Q�R�Z�O�H�G�J�H���	 ���0�R�Q�L�W�R�U�L�Q�J��

� � ��%XLOG�JRYHUQP HQW�DQG�FRP P XQLW\ �GHOLYHU\ �FDSDFLW\ ��3URYLGH�FRQWLQXRXV�WUDLQLQJ�RQ�DFWLYLW\ �EDVHG
FRVWLQJ��FOLPDWH�EXGJHW�WDJJLQJ�� ILGXFLDU\ �VWDQGDUGV��DQG�SDUWLFLSDWRU\ �SURMHFW�PDQDJHPHQW��SDLU�ZLWK�KDQGV�RQ
WHFKQLFDO�DVVLVWDQFH�WR�GHVLJQ�DQG�H[ HFXWH�SURMHFWV��

� � �� 0 DNH� WUDQVSDUHQF\ � DQG� DGDSWLYH� OHDUQLQJ� QRQ�QHJRWLDEOH�� 3XEOLVK� DQQXDO� UHORFDWLRQ� SLSHOLQHV�
EXGJHWV�� DQG� DXGLWHG� ILQDQFLDO� VWDWHPHQWV�� WUDFN� RXWFRPH� LQGLFDWRUV� �KRXVHKROGV� VDIHO\ � UHORFDWHG�� VHUYLFHV
RSHUDWLRQDO��FRPPXQLW\ �VDWLVIDFWLRQ��DQG�LWHUDWLYHO\ �DGMXVW�SURJUDPV��

� � �� 6HW� XS� D� 3DFLILF� NQRZ OHGJH� SODWIRUP � IRU� SODQQHG� UHORFDWLRQ�� + RVW� VWDQGDUG� FRVW� WHPSODWHV�� XQLW�
FRVW�OLEUDULHV��FDVH�VWXGLHV��DQG�VWDQGDUG�RSHUDWLQJ�SURFHGXUHV�LQ�D�UHJLRQDO�UHSRVLWRU\ �WR�GULYH�FRPSDUDELOLW\ �
SHHU�OHDUQLQJ��DQG�SUDFWLFH�KDUPRQLVDWLRQ��



� D��5HVSRQVHV�WR�5LVLQJ�6HD�/ HYHOV

� F��2 EMHFWLYH��6FRSH��0 HWKRG��DQG�6WUXFWXUH�RI�WKLV�3ROLF\ �%ULHI

� E��&OLPDWH�5HORFDWLRQV�LQ�WKH�3DFLILF�5HJLRQ

�������3�U�R�E�O�H�P���$�Q�D�O�\�V�L�V

� D��)UDPLQJ�WKH�&OLPDWH�5HORFDWLRQ�&RVWLQJ�&KDOOHQJH

� E��)UDPLQJ�WKH�&OLPDWH�5HORFDWLRQ�)LQDQFLQJ�&KDOOHQJH

� F��&RPSOH[ LWLHV�RI�&OLPDWH�5HORFDWLRQV�DQG�3ODQQHG�5HWUHDWV

�������7�\�S�R�O�R�J�L�H�V���D�Q�G���&�R�V�W�L�Q�J���)�U�D�P�H�Z�R�U�N�V

� D��&OLPDWH�5HORFDWLRQ�7\ SRORJLHV�DQG�3DUDPHWHUV

� E��&RVWV��6WUXFWXUHV��' ULYHUV��+ LGGHQ�&RVWV��1 RQ�( FRQRPLF�&RVWV

� F��' LIIHUHQW�$SSURDFKHV�WR�%XGJHWLQJ�DQG�&RVW�( VWLPDWLRQ

�������&�R�V�W���(�V�W�L�P�D�W�L�R�Q���3�U�R�F�H�V�V��

� D��3UH�5HORFDWLRQ�$FWLYLWLHV�WR�&RVW

� E��' XULQJ�5HORFDWLRQ�$FWLYLWLHV�WR�&RVW

� F��$ IWHU�5HORFDWLRQ�$FWLYLWLHV�WR�&RVW

� G��&RQVROLGDWLQJ�$FWLYLWLHV�WR�&RVW�E\ �5HORFDWLRQ�3KDVH�DQG�&RVW�&DWHJRU\

�������)�L�Q�D�Q�F�L�Q�J���I�R�U���&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q�V

� D��,PSURYLQJ�)LQDQFLQJ�IRU�&OLPDWH�5HORFDWLRQV

� E��$OLJQLQJ�)LQDQFLQJ�IRU�&OLPDWH�5HORFDWLRQV

� F��3ROLF\ �DQG�3ROLWLFDO�&RQVLGHUDWLRQV

� G��,PSURYLQJ�DQG�$OLJQLQJ�)LQDQFLQJ�IRU�&OLPDWH�5HORFDWLRQV

�������&�R�Q�F�O�X�V�L�R�Q

� D��&RVWLQJ�( VWLPDWLRQ�DQG�)LQDQFLQJ�$OLJQPHQW�IRU�&OLPDWH�5HORFDWLRQV

� E��$UHDV�IRU�)XWXUH�5HVHDUFK�DQG�7HFKQLFDO�$VVLVWDQFH

� F��2 SHUDWLRQDOLVLQJ�WKH�3DFLILF�5HJLRQDO�)UDPHZRUN�RQ�&OLPDWH�0 RELOLW\

� G��5HFRPPHQGDWLRQV

�$�Q�Q�H�[���$�����&�R�V�W�L�Q�J���)�U�D�P�H�Z�R�U�N���I�R�U���3�D�F�L�I�L�F���&�O�L�P�D�W�H���,�Q�G�X�F�H�G���3�O�D�Q�Q�H�G���5�H�O�R�F�D�W�L�R�Q

�������5�H�I�H�U�H�Q�F�H�V

�$�Q�Q�H�[���%�����1�D�U�U�D�W�L�Y�H���R�I���&�R�V�W���(�V�W�L�P�D�W�L�R�Q���)�D�F�W�R�U�V���E�\���3�K�D�V�H

&RQWHQW�

3UH�5HORFDWLRQ�&RVW�( VWLPDWLRQ

' XULQJ�5HORFDWLRQ�&RVW�( VWLPDWLRQ

�

�(�[�H�F�X�W�L�Y�H���6�X�P�P�D�U�\

�&�R�Q�W�H�Q�W

�$�F�N�Q�R�Z�O�H�G�J�H�P�H�Q�W�V��

�* �O�R�V�V�D�U�\

�$�E�E�U�H�Y�L�D�W�L�R�Q�V���D�Q�G���$�F�U�R�Q�\�P�Q�V

�,�����,�Q�W�U�R�G�X�F�W�L�R�Q��
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�$�Q�Q�H�[���&�����%�D�F�N�J�U�R�X�Q�G�����5�H�O�R�F�D�W�L�R�Q���L�Q���6�F�L�H�Q�F�H���D�Q�G���3�R�O�L�F�\

$IWHU�5HORFDWLRQ�&RVW�( VWLPDWLRQ

6XPPDU\ ��$FWLYLW\ �%DVHG�&RVWLQJ�( VWLPDWLRQ�E\ �5HORFDWLRQ�3KDVH

3URMHFWLRQV�DQG�5HVSRQVHV�WR�5LVLQJ�6HD�/ HYHOV

5HORFDWLRQ�DQG�5HWUHDW�LQ�3ROLF\ ��3ODQQLQJ��DQG�3UDFWLFH

3DFLILF�5HJLRQDO�DQG�1 DWLRQDO�$SSURDFKHV

�

����

����

����

����

����

����
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7DEOH�� ��0 DLQ�UHVLGXDO�FKDOOHQJHV�IRU�FRVWLQJ�SODQQHG�UHORFDWLRQV

7DEOH�� ��6XPPDU\ �RI�. H\ �&OLPDWH�5HORFDWLRQ�)LQDQFLQJ�%DUULHUV

7DEOH�� ��6XPPDU\ �RI�0 DLQ�8 QGHUO\ LQJ�&RPSOH[ LWLHV�IRU�&RVWLQJ�DQG�)LQDQFLQJ�&OLPDWH�5HORFDWLRQV

7DEOH�� ��&RVW�' ULYHUV�RI�&OLPDWH�5HORFDWLRQ�&RVWLQJ

7DEOH�� ��2 WKHU�&RVWLQJ�&RQVLGHUDWLRQV�IRU�&OLPDWH�5HORFDWLRQV�LQ�3DFLILF�6,' 6

7DEOH�� ��)RXU�&RVWLQJ�&DWHJRULHV�IRU�&OLPDWH�5HORFDWLRQV�LQ�3DFLILF�6,' 6

7DEOH�� ��' LIIHUHQW�5HOHYDQW�$SSURDFKHV�WR�%XGJHWLQJ

7DEOH�� ��' LIIHUHQW�)LQDQFLQJ�6RXUFHV�IRU�&OLPDWH�5HORFDWLRQV�LQ�3DFLILF�6,' 6

7DEOH�� ��&RQVROLGDWHG�6XJJHVWLRQV�WR�,PSURYH�DQG�$OLJQ�)LQDQFLQJ�IRU�&OLPDWH�5HORFDWLRQV

7DEOH�� � ��6XJJHVWHG�$UHDV�IRU�)XWXUH�5HVHDUFK�RU�0 HWKRG�' HYHORSPHQW

7DEOH�� � ��5HFRPPHQGHG�$UHDV�RI�7HFKQLFDO�$VVLVWDQFH�DW�1 DWLRQDO�DQG�5HJLRQDO�/ HYHOV

� �

� �

� �

� �

) LJXUH�� ��6L[ �FRDVWDO�UHVSRQVHV�WR�6HD�/ HYHO�5LVH���)URP��2 SSHQKHLPHU��0 ���* ODYRYLF��%� &���+ LQNHO��-���YDQ�GH�: DO��5��

0 DJQDQ��$ � . ���$EG
œ( OJDZDG��$ ���HW DO���� � � � ���6HD�/ HYHO�5LVH�DQG�,PSOLFDWLRQV�IRU�/ RZ
œ/ \ LQJ�,VODQGV��&RDVWV�DQG

&RPPXQLWLHV��652 &&�&KDSWHU � �

) LJXUH�� ��)RXU�UHORFDWLRQ�W\ SH�PDWULFHV�RI�FRQVHQW�[ �VXSSRUW���)URP��%RZHU��( ���' XUDQG
œ' HODFUH��' ���3LJJRWW
œ0 F. HOODU��$ ��

* LQL��* ���	 �+ DUULQJWRQ
œ$EUDPV��5���� � � � ���3ULRULWLHV�IRU�FRQVHQW
œEDVHG�DQG�ZHOO
œVXSSRUWHG�FOLPDWH�UHORFDWLRQV��1 DWXUH

&RPPXQLFDWLRQV��� � �� �

) LJXUH�� ��5LVN�WR�FRDVWDO�JHRJUDSKLHV�E\ �HQG�RI�FHQWXU\ ���)URP��2 SSHQKHLPHU��0 ���* ODYRYLF��%� &���+ LQNHO��-���HW DO���� � � � ��

652 &&�&KDSWHU � ��) LJXUH � �� ��k6HD
œOHYHO�ULVH�ULVN�WUDQVLWLRQV�IRU�LOOXVWUDWLYH�FRDVWDO�JHRJUDSKLHV�XQGHU�5&3� �� �DQG�5&3� ��

) LJXUH�� ��2 SSHQKHLPHU��0 ���* ODYRYLF��%� &���+ LQNHO��-���HW DO���� � � � ���652 &&�&KDSWHU � ��) LJXUH � �� ��k6FKHPDWLF�LOOXVWUDWLRQ�RI

WKH�LQWHUFRQQHFWLRQ�RI�&KDSWHU � �WKHPHV�y�,Q�+ ��2 ��3ÙUWQHU�HW�DO���( GV����,3&&�652 &&

)LJXUH�� ��)URP�7HFKQLFDO�6XPPDU\ ��) LJXUH 76�� ��SDQHOV�F�	 �G���k6HD�OHYHO�ULVH�ULVNV�DQG�UHVSRQVHV���F��VXPPDU\ �DVVHVVPHQW

RI�UHVSRQVH�RSWLRQV���G��JHQHULF�VWHSV�RI�DGDSWLYH�GHFLVLRQ
œPDNLQJ�DQG�HQDEOLQJ�FRQGLWLRQV�y�,Q�+ ��2 ��3ÙUWQHU�HW DO���( GV���

,3&&�652

�



7KLV�SXEOLFDWLRQ�ZDV�LVVXHG�ZLWKRXW�IRUPDO�HGLWLQJ�E\ �,2 0 ��

,2 0 � LV� FRPPLWWHG� WR� WKH� SULQFLSOH� WKDW� KXPDQH� DQG� RUGHUO\ � PLJUDWLRQ� EHQHILWV� PLJUDQWV� DQG� VRFLHW\ �� $V� DQ
LQWHUJRYHUQPHQWDO�RUJDQL] DWLRQ��,2 0 �DFWV�ZLWK�LWV�SDUWQHUV�LQ�WKH�LQWHUQDWLRQDO�FRPPXQLW\ �WR��DVVLVW�LQ�PHHWLQJ
WKH� RSHUDWLRQDO� FKDOOHQJHV� RI� PLJUDWLRQ�� DGYDQFH� XQGHUVWDQGLQJ� RI� PLJUDWLRQ� LVVXHV�� HQFRXUDJH� VRFLDO� DQG
HFRQRPLF�GHYHORSPHQW�WKURXJK�PLJUDWLRQ��DQG�XSKROG�WKH�KXPDQ�GLJQLW\ �DQG�ZHOO�EHLQJ�RI�PLJUDQWV��

7KLV�UHSRUW�ZDV�PDGH�SRVVLEOH�WKURXJK�WKH�3&&0 + 6�3KDVH�,,�SURJUDPPH��7KH�SURJUDPPH�LV�LPSOHPHQWHG�E\
WKH�,2 0 ��WKH�8 1 �( FRQRPLF�DQG�6RFLDO�&RPPLVVLRQ�IRU�$VLD�DQG�WKH�3DFLILF��( 6&$3���WKH�,QWHUQDWLRQDO�/ DERXU
2 UJDQL] DWLRQ� �,/ 2 � �� WKH� 2 IILFH� RI� WKH� 8 QLWHG� 1 DWLRQV� + LJK� &RPPLVVLRQHU� IRU� + XPDQ� 5LJKWV� �2 + &+ 5��� 3,) 6
DQG� WKH� 3ODWIRUP� RQ� ' LVDVWHU� ' LVSODFHPHQW� �3' ' � � ZLWK� IXQGLQJ� VXSSRUW� IURP� 1 HZ� =HDODQG� $LG� 3URJUDPPH�
7KH�YLHZV�H[ SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�GR�QRW�QHFHVVDULO\ �UHIOHFW�WKRVH�RI�WKH�1 HZ�=HDODQG�* RYHUQPHQW��

7KH�RSLQLRQV�H[ SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�DUH�WKRVH�RI�WKH�DXWKRUV�DQG�GR�QRW�QHFHVVDULO\ �UHIOHFW�WKH�YLHZV�RI
,2 0 �� 7KH� GHVLJQDWLRQV� HPSOR\ HG� DQG� WKH� SUHVHQWDWLRQ� RI� PDWHULDO� WKURXJKRXW� WKH� SXEOLFDWLRQ� GR� QRW� LPSO\
H[ SUHVVLRQ�RI�DQ\ �RSLQLRQ�ZKDWVRHYHU�RQ�WKH�SDUW�RI�,2 0 �FRQFHUQLQJ�WKH�OHJDO�VWDWXV�RI�DQ\ �FRXQWU\ ��WHUULWRU\ �
FLW\ �RU�DUHD��RU�RI�LWV�DXWKRULWLHV��RU�FRQFHUQLQJ�LWV�IURQWLHUV�RU�ERXQGDULHV��

7KH� 3ROLF\ � $QDO\ VLV� 5HSRUW�� &RVWLQJ� RI� 3ODQQHG� 5HORFDWLRQ� ZDV� SUHSDUHG� XQGHU� WKH� 3DFLILF� &OLPDWH� &KDQJH
0 LJUDWLRQ� DQG� + XPDQ� 6HFXULW\ � �3&&0 + 6�� 3KDVH� ,,� 3URJUDPPH�� 7KLV� ZRUN� ZDV� PDGH� SRVVLEOH� WKURXJK� WKH
FRQWULEXWLRQV�RI�PDQ\ �SDUWQHUV�DQG�H[ SHUWV��: H�DFNQRZOHGJH�WKH�LQVLJKWV�GUDZQ�IURP�SHHU�UHYLHZHG�DQG�JUH\
OLWHUDWXUH�� DV� ZHOO� DV� WKH� YDOXDEOH� NQRZOHGJH� VKDUHG� GXULQJ� SRFNHW� PHHWLQJV� ZLWK� NH\ � LQIRUPDQWV� HVSHFLDOO\
FRPPXQLW\ � PHPEHUV�� UHJLRQDO� SDUWQHUV�� JRYHUQPHQWV�� DQG� FLYLO� VRFLHW\ � RUJDQL] DWLRQV�� 7KDQN� \ RX� WR� SDUWQHUV
ZKR� SDUWLFLSDWHG� LQ� FRQVXOWDWLRQV� IURP� WKH� 7HFKQLFDO� : RUNLQJ� * URXS� �7: * � � RQ� + XPDQ� 0 RELOLW\ �� $ � VSHFLDO
WKDQN�\ RX�WR�0 U�: LOOLDP�&DUWHU�DV�OHDG�FRQVXOWDQW�ZULWLQJ�WKH�$QDO\ VLV�5HSRUW��DQG�ZH�DOVR�UHFRJQLVH�WKH�ILQDO
UHYLHZV�DQG�JXLGDQFH�SURYLGHG�E\ �WKH�3DFLILF�,VODQG�) RUXP�6HFUHWDULDW��3,) 6� �DQG�,QWHUQDWLRQDO�2 UJDQL] DWLRQ�IRU
0 LJUDWLRQ��,2 0 ���

$ FNQRZ OHGJHP HQWV�

�

3$ &,) ,&�&/ ,0 $ 7 ( �&+ $ 1 * ( �0 ,* 5$ 7 ,2 1 �$ 1 ' �+ 8 0 $ 1 �6( &8 5 ,7 < �352 * 5$ 0 0 ( �



7HUP��

$GDSWLYH�3URJUDPPDWLF
%XGJHWLQJ�

$YRLGHG�/ RVV��%HQHILW�RI
$GDSWDWLRQ��

%LOOV�RI�4 XDQWLWLHV
�%R4 ��

$GYDQFH��/ DQG
5HFODPDWLRQ��

%OXH�3DFLILF�&RQWLQHQW
�� � � � �6WUDWHJ\ �

$FWLYLW\ �%DVHG�&RVWLQJ
�$%&��

,QVWLWXWLRQDO�DQG�SK\ VLFDO�PHDVXUHV�WKDW�UHGXFH�ULVN�ZKLOH�FRPPXQLWLHV
UHPDLQ�LQ�SODFH��H�J��UDLVHG�IORRU�OHYHOV��HDUO\ �ZDUQLQJ�V\ VWHPV��IORRG�
SURRILQJ��LQVXUDQFH���6XFK�PHDVXUHV�DUH�Hï HFWLYH�LQ�WKH�QHDU�WHUP�EXW
HYHQWXDOO\ �UHDFK�OLPLWV�DV�KD] DUGV�HVFDODWH��

* ORVVDU\ �

7KH�UHJLRQ�ZLGH�YLVLRQ�DQG�SODQ��Rð FLDOO\ �WKH�� � � � �6WUDWHJ\ �IRU�WKH�%OXH
3DFLILF�&RQWLQHQW��WKDW�LQFRUSRUDWHV�DOO�IRUPV�RI�FOLPDWH�PRELOLW\ �LQWR�D
ULJKWV�EDVHG��SHRSOH�FHQWUHG�DJHQGD��,W�FDOOV�IRU�VFDOHG�XS��DFFHVVLEOH
ILQDQFH�DQG�HQKDQFHG�FDSDFLW\ �WR�DGGUHVV�FOLPDWH�FKDOOHQJHV�DFURVV�WKH
3DFLILF��

$FFRPPRGDWLRQ�

$ �EXGJHWLQJ�PHWKRG�WKDW�RUJDQLVHV�FRVWV�E\ �VSHFLILF�DFWLYLWLHV�UHTXLUHG
WR�GHOLYHU�SURMHFW�RXWFRPHV��H�J��FRQGXFWLQJ�) 3,&�FRQVXOWDWLRQV�
VHFXULQJ�ODQG��VLWH�ZRUNV��SURYLGLQJ�OLYHOLKRRG�SDFNDJHV���7KLV�DSSURDFK
LPSURYHV�WUDQVSDUHQF\ �DFURVV�SUH�PRYH��LQ�PRYH��DQG�SRVW�PRYH
SKDVHV�DQG�LV�UHFRPPHQGHG�IRU�SODQQHG�UHORFDWLRQV�WR�HQVXUH�DOO�GLUHFW�
WUDQVDFWLRQDO��OLIH�F\ FOH��DQG�LQWDQJLEOH�FRVWV�DUH�FDSWXUHG��

$ �PXOWL�\ HDU��SURJUDPPH�VW\ OH�EXGJHWLQJ�DSSURDFK�WKDW�EXQGOHV�FURVV�
VHFWRU�FRVWV��KRXVLQJ��: $6+ ��URDGV��HGXFDWLRQ��HWF�� �LQWR�RQH
FRRUGLQDWHG�SURJUDPPH�ZLWK�SKDVHG��PLOHVWRQH�OLQNHG�GLVEXUVHPHQWV�
7KLV�LV�SUHIHUDEOH�WR�LVRODWHG��VLQJOH�SURMHFW�EXGJHWV�LQ�UHORFDWLRQ��DV�LW
DOORZV�IRU�LQWHJUDWHG�SODQQLQJ�DQG�IXQGLQJ�DFURVV�VHFWRUV��

7KH�FUHDWLRQ�RI�QHZ�ODQG�VHDZDUG��H�J��YLD�SROGHUV�RU�SXPSHG�VDQG�ILOO�
WR�UHGXFH�FRDVWDO�ULVN�IRU�H[ LVWLQJ�RU�QHZ�VHWWOHPHQWV��7KLV�DSSURDFK
UHTXLUHV�FDUHIXO��ULVN�VFUHHQHG�GHVLJQ�DQG�FDQ�FRPSOHPHQW�SURWHFWLYH
PHDVXUHV�IRU�YXOQHUDEOH�FRDVWOLQHV��

7KH�GDPDJH�RU�HFRQRPLF�ORVV�WKDW�LV�SUHYHQWHG�WKDQNV�WR�DQ�DGDSWDWLRQ
LQWHUYHQWLRQ��) RU�H[ DPSOH��UHORFDWLQJ�KRPHV�RXW�RI�D�IORRG�] RQH�DYRLGV
WKH�ORVVHV�WKRVH�KRPHV�ZRXOG�KDYH�LQFXUUHG��$YRLGHG�ORVV�LV�RIWHQ
FDOFXODWHG�DORQJVLGH�( [ SHFWHG�$QQXDO�' DPDJH�WR�HYDOXDWH�WKH�EHQHILWV
RI�UHORFDWLRQ�RYHU�WLPH��

$Q�LWHPLVHG�OLVW�RI�PDWHULDOV��ODERXU��DQG�XQLW�FRVWV�XVHG�LQ�HQJLQHHULQJ
GHVLJQ��WHQGHULQJ��DQG�FRVW�FRQWURO��%R4 V�DUH�FRUH�GRFXPHQWV�IRU
ERWWRP��XS�FRVW�HVWLPDWLRQ�DQG�KHOS�EXLOG�VWDQGDUG�FRVW�OLEUDULHV�WR
LPSURYH�WKH�DFFXUDF\ �DQG�FRPSDUDELOLW\ �RI�UHORFDWLRQ�SURMHFW�EXGJHWV��

7KH�WDQJLEOH��XSIURQW�H[ SHQGLWXUHV�IRU�D�UHORFDWLRQ�SURMHFW��LQFOXGLQJ
ODQG�DFFHVV�DQG�SUHSDUDWLRQ��FRUH�LQIUDVWUXFWXUH��SXEOLF�EXLOGLQJV�
QDWXUH�EDVHG�SURWHFWLYH�PHDVXUHV��WUDQVSRUWLQJ�KRXVHKROGV��DQG�LQLWLDO
OLYHOLKRRG�VXSSRUW�SDFNDJHV�

&DSLWDO�� ' LUHFW�
&RVWV�

' HVFULSWLRQ

� �



&OLPDWH�0 RELOLW\ �

&RPSRXQG�5LVN�

&XVWRPDU\ �/ DQG
7HQXUH�

&RQWLQJHQF\ ���( PHUJHQF\
) LQDQFH�

' LUHFW�$FFHVV��WR
&OLPDWH�) XQGV��

&RVW�/ LEUDULHV���8 QLW�
&RVW�%RRNV�

' LVSODFHPHQW
�,QYROXQWDU\ ��

( [ SHFWHG�$QQXDO
' DPDJH��( $ ' � �

7KH�VWDWLVWLFDOO\ �HVWLPDWHG�DYHUDJH�DQQXDO�ORVV��HFRQRPLF�GDPDJH��IURP
KD] DUGV�LQ�HDFK�ORFDWLRQ��( $ ' �LV�XVHG�WR�VL] H�LQVXUDQFH�DQG�ULVN
WUDQVIHU�LQVWUXPHQWV��DQG�WR�HYDOXDWH�DGDSWDWLRQ�EHQHILWV��

( FRV\ VWHP�EDVHG
$GDSWDWLRQ��( E$ ����1 DWXUH�
EDVHG�6ROXWLRQV��1 E6��

$Q�XPEUHOOD�WHUP�IRU�WKH�PRYHPHQW�RI�SHRSOH�GULYHQ�E\ �FOLPDWH�FKDQJH
LPSDFWV��LQFOXGLQJ�VWD\ LQJ�LQ�SODFH�ZLWK�DGDSWLYH�VXSSRUW��YROXQWDU\
PLJUDWLRQ��GLVSODFHPHQW��DQG�SODQQHG�UHORFDWLRQ��) RFXV�RQ�WKLV�FRQWH[ W
LV�RQ�SODQQHG�UHORFDWLRQ�DV�D�ODVW�UHVRUW��FRQVHQVXDO�DQG�PDQDJHG
UHWUHDW�IURP�KLJK�ULVN�DUHDV�XQGHU�D�KXPDQ�ULJKWV�EDVHG�IUDPHZRUN��

$ �VLWXDWLRQ�ZKHUH�PXOWLSOH�KD] DUGV�RFFXU�VLPXOWDQHRXVO\ �RU�VHTXHQWLDOO\
�H�J��VHD�OHYHO�ULVH�FRPELQHG�ZLWK�VWRUP�VXUJHV�DQG�FRDVWDO�HURVLRQ��
&RPSRXQG�ULVNV�GHPDQG�KLJKHU�GHVLJQ�VWDQGDUGV��OD\ HUHG�ILQDQFLDO
SURWHFWLRQV��DQG�ODUJHU�FRQWLQJHQF\ �IXQGV�LQ�UHORFDWLRQ�SODQQLQJ��

5DSLG�GLVEXUVLQJ�IXQGV�RU�EXGJHW�SURYLVLRQV�WKDW�SURYLGH�LPPHGLDWH
OLTXLGLW\ �IRU�HDUO\ �DFWLRQV�RU�UHOLHI�q�H�J��WR�LQLWLDWH�HYDFXDWLRQV�
WHPSRUDU\ �VKHOWHU��RU�TXLFN�UHSDLUV��&RPSOHPHQWV�ORQJHU�WHUP�FDSLWDO
IXQGLQJ�E\ �HQVXULQJ�UHVRXUFHV�DUH�DYDLODEOH�IRU�XUJHQW�QHHGV�ZLWKRXW
GHOD\ ��

&RQWH[ W�VSHFLILF�UHIHUHQFH�WDEOHV�RI�W\ SLFDO�XQLW�FRVWV�DQG�VWDQGDUG
TXDQWLWLHV��GHULYHG�IURP�%LOOV�RI�4 XDQWLWLHV��7KHVH�LPSURYH�WKH�VSHHG
DQG�FRPSDUDELOLW\ �RI�FRVW�HVWLPDWHV�IRU�QHZ�UHORFDWLRQ�SURMHFWV��

/ RFDOO\ �OHJLWLPDWH�V\ VWHPV�RI�ODQG�RZQHUVKLS�DQG�VWHZDUGVKLS��FRPPRQ
DFURVV�WKH�3DFLILF��LQ�ZKLFK�ODQG�LV�PDQDJHG�E\ �FRPPXQLWLHV�RU�FODQV
DFFRUGLQJ�WR�WUDGLWLRQ��6HFXULQJ�ODQG�DFFHVV�DQG�DUUDQJLQJ�FRPSHQVDWLRQ
PXVW�UHVSHFW�WKHVH�ORFDO�ODQG�ULJKWV��

$ �IXQGLQJ�PRGDOLW\ �ZKHUHE\ �QDWLRQDO�RU�VXE�QDWLRQDO�HQWLWLHV�EHFRPH
DFFUHGLWHG�WR�UHFHLYH�LQWHUQDWLRQDO�FOLPDWH�ILQDQFH�GLUHFWO\ ��UDWKHU�WKDQ
WKURXJK�LQWHUPHGLDULHV��7KLV�FDQ�HPSRZHU�ORFDO�FRPPXQLWLHV�EXW
UHTXLUHV�VWURQJ�ILGXFLDU\ �DQG�UHSRUWLQJ�V\ VWHPV��

8 QSODQQHG�RU�IRUFHG�PRYHPHQW�RI�SHRSOH�GXH�WR�HQYLURQPHQWDO
GLVDVWHUV�RU�VRFLR�SROLWLFDO�IDFWRUV��' LVSODFHPHQW�LV�QRW�FRQVHQVXDO�RU
SUH�DUUDQJHG�DQG�GLï HUV�IURP�SODQQHG�UHORFDWLRQ��

7KH�XVH�RI�QDWXUDO�HFRV\ VWHPV�WR�UHGXFH�FOLPDWH�ULVNV�DQG�SURYLGH�FR�
EHQHILWV��VXFK�DV�UHVWRULQJ�PDQJURYHV�RU�FRUDO�UHHIV�WR�DWWHQXDWH�ZDYHV
DQG�VWRUP�VXUJHV��

7KH�VWUDWHJ\ �RI�PDWFKLQJ�GLï HUHQW�ILQDQFLDO�LQVWUXPHQWV�WR�GLï HUHQW
W\ SHV�RI�FRVWV�DQG�ULVN�OD\ HUV�LQ�D�SURMHFW��HQVXULQJ�VXVWDLQDEOH�DQG
DSSURSULDWH�ILQDQFLQJ�IRU�HDFK�FRPSRQHQW��

) LQDQFLQJ�$OLJQPHQW
�5LVN��/ D\ HUHG��

� �



,QVXUDQFH�DUUDQJHPHQWV�WKDW�SD\ �RXW�DXWRPDWLFDOO\ �ZKHQ�VSHFLILF�WULJJHU
FRQGLWLRQV�DUH�PHW��SURYLGLQJ�TXLFN�IXQGV�IRU�HPHUJHQF\ �UHVSRQVH�RU
UHFRYHU\ ��1 RW�D�VXEVWLWXWH�IRU�IXOO�UHORFDWLRQ�FDSLWDO�QHHGV��

) UHH��3ULRU�DQG�,QIRUPHG
&RQVHQW��) 3,&��

* ULHYDQFH�5HGUHVV
0 HFKDQLVP��* 50 ��

+ RVW�&RPPXQLW\ �6XSSRUW
��%HQHILW�3DFNDJHV�

+ \ EULG�,QIUDVWUXFWXUH
�* UHHQ��* UH\ � �

,QWDQJLEOH�&RVWV���1 RQ�
( FRQRPLF�/ RVV�DQG
' DPDJH��1 ( / ' � ��

/ LIHF\ FOH��2 	 0 � �&RVWV�

/ RVV�DQG�' DPDJH��/ 	 ' � �

0 DQDJHG�5HDOLJQPHQW
��6WUDWHJLF�5HWUHDW�

3DUDPHWULF�,QVXUDQFH��
5LVN�3RROV�

3HUIRUPDQFH�,QIRUPHG
%XGJHWLQJ�

$Q�LQFOXVLYH��VWHSZLVH�GHFLVLRQ�PDNLQJ�SURFHVV�HQVXULQJ�FRPPXQLWLHV�
DJUHH�WR�SURSRVHG�DFWLRQV�IUHHO\ ��ZLWK�SULRU�QRWLFH�DQG�DUH�LQIRUPHG�RI
DOO�LPSOLFDWLRQV��) XQGDPHQWDO�IRU�OHJLWLPDF\ �LQ�SODQQHG�UHORFDWLRQ��

$ �IRUPDO�SURFHVV�WKURXJK�ZKLFK�Dï HFWHG�SHRSOH�FDQ�ORGJH�FRPSODLQWV
DQG�UHVROYH�GLVSXWHV�WKURXJKRXW�WKH�UHORFDWLRQ�SURFHVV��KHOSLQJ
PDLQWDLQ�WUXVW�DQG�DGGUHVV�LVVXHV�TXLFNO\ ��

7DUJHWHG�LQYHVWPHQWV��VHUYLFHV��RU�FRPSHQVDWLRQ�SURYLGHG�WR
FRPPXQLWLHV�WKDW�UHFHLYH�UHORFDWHG�SHRSOH��VXFK�DV�XSJUDGLQJ
LQIUDVWUXFWXUH�RU�SURYLGLQJ�JUDQWV�WR�KRVW�IDPLOLHV��

,QIUDVWUXFWXUH�GHVLJQV�WKDW�FRPELQH�HQJLQHHUHG�kJUH\ y�VWUXFWXUHV��H�J�
VHDZDOOV��ZLWK�kJUHHQy�HFRV\ VWHP�EDVHG�IHDWXUHV��H�J��PDQJURYH�EHOWV��
HQKDQFLQJ�UHVLOLHQFH�DQG�HQYLURQPHQWDO�EHQHILWV��

/ RVVHV�QRW�HDVLO\ �TXDQWLILHG�LQ�PRQHWDU\ �WHUPV��VXFK�DV�ORVV�RI�FXOWXUDO�
KHULWDJH��ODQJXDJH��DQG�FRPPXQLW\ �FRKHVLRQ��7KHVH�QHHG�WR�EH�LGHQWLILHG
DQG�DGGUHVVHG�LQ�UHORFDWLRQ�SODQQLQJ�

7KH�SURFHVV�RI�VHFXULQJ�ODQG�IRU�UHORFDWLRQ�DQG�UHVROYLQJ�DOO�UHODWHG
WHQXUH�LVVXHV��LQFOXGLQJ�QHJRWLDWLRQV��PDSSLQJ��REWDLQLQJ�SHUPLWV��DQG
DUUDQJLQJ�FRPSHQVDWLRQ�LI�QHHGHG��

5HFXUULQJ�FRVWV�UHTXLUHG�WR�RSHUDWH��PDLQWDLQ��DQG�XSJUDGH
LQIUDVWUXFWXUH�DQG�VHUYLFHV�RYHU�WKHLU�OLIHVSDQ��* RRG�SUDFWLFH�LV�WR
HVWDEOLVK�UHVHUYHV�DQG�DVVLJQ�FOHDU�RZQHUVKLS�IRU�VXVWDLQDELOLW\ ��

,PSDFWV�RI�FOLPDWH�FKDQJH�WKDW�FDQQRW�EH�DYRLGHG�WKURXJK�PLWLJDWLRQ�RU
DGDSWDWLRQ��LQFOXGLQJ�LUUHYHUVLEOH�ORVVHV�DQG�VLJQLILFDQW�GDPDJHV�
) LQDQFLQJ�SULRULWLVHV�VXSSRUW�DQG�UHGUHVV�IRU�Dï HFWHG�FRPPXQLWLHV��

' HOLEHUDWH��SODQQHG�PRYHPHQW�RI�DVVHWV�RU�VHWWOHPHQWV�DZD\ �IURP
KLJK�ULVN�DUHDV�WR�VDIHU�ORFDWLRQV��RIWHQ�FRQYHUWLQJ�YDFDWHG�ODQG�WR�D
EXï HU�] RQH�RU�QDWXUDO�KDELWDW��5HTXLUHV�FDUHIXO�SODQQLQJ�DQG
FRPPXQLW\ �FRQVHQW��

$ �EXGJHWLQJ�DSSURDFK�WKDW�OLQNV�IXQGLQJ�DOORFDWLRQV�WR�WKH�DFKLHYHPHQW
RI�GHILQHG�UHVXOWV�RU�SHUIRUPDQFH�WDUJHWV��LQFUHDVLQJ�DFFRXQWDELOLW\ �DQG
Hð FLHQF\ �LQ�UHORFDWLRQ�SURMHFWV��

7KH�JRYHUQPHQW�VXSSRUWHG��YROXQWDU\ �PRYHPHQW�RI�DQ�HQWLUH
FRPPXQLW\ �WR�D�QHZ�ORFDWLRQ�DZD\ �IURP�D�KLJK�ULVN�DUHD��SODQQHG�DV�D
ODVW�UHVRUW�DQG�FDUULHG�RXW�XQGHU�SULQFLSOHV�RI�FRQVHQW�DQG�KXPDQ
ULJKWV��

/ DQG�$FFHVV���7HQXUH�
5HVROXWLRQ�

3ODQQHG�5HORFDWLRQ
�35��

� �



3URWHFWLRQ
�

5HORFDWLRQ�3KDVHV�

7UDQVDFWLRQDO
&RVWV�

6WDQGDUG�2 SHUDWLQJ
3URFHGXUHV��62 3V��

: ,0 ���7DVN�) RUFH�RQ
' LVSODFHPHQW��7) ' � �

6ORZ�2 QVHW�YV�5DSLG�
2 QVHW�+ D] DUGV�

3XEOLF�) LQDQFLDO
0 DQDJHPHQW��3) 0 � �

5HVXOWV�%DVHG
' LVEXUVHPHQW�

5HORFDWLRQ�7\ SRORJLHV
�6SDWLDO�3DWWHUQV��

3RUWIROLR���3LSHOLQH�RI
3URMHFWV�

: DUVDZ�,QWHUQDWLRQDO�0 HFKDQLVP
V�SROLF\ �DUFKLWHFWXUH�WKDW�DGYDQFHV
NQRZOHGJH��WHFKQLFDO�VXSSRUW��DQG�ILQDQFH�DFFHVV�SDWKZD\ V�IRU�KXPDQ
PRELOLW\ ��LQFOXGLQJ�SODQQHG�UHORFDWLRQ��

$ �VHW�RI�SRWHQWLDO�UHORFDWLRQ�SURMHFWV�WKDW�DUH�SUH�LGHQWLILHG��GHVLJQHG�
FRVWHG��DQG�KDYH�NH\ �LVVXHV�UHVROYHG��HQDEOLQJ�TXLFN�DSSURYDO�DQG
LPSOHPHQWDWLRQ�ZKHQ�IXQGLQJ�LV�DYDLODEOH�

0 HDVXUHV�WKDW�SURWHFW�FRPPXQLWLHV�LQ�SODFH�E\ �UHGXFLQJ�KD] DUG�LPSDFWV�
W\ SLFDOO\ �WKURXJK�GHIHQFH�VWUXFWXUHV�VXFK�DV�VHDZDOOV��GXQH�UHVWRUDWLRQ�
RU�K\ EULG�DSSURDFKHV��0 RVW�FRVW�Hï HFWLYH�IRU�GHQVHO\ �SRSXODWHG�DUHDV��

7KH�V\ VWHPV�DQG�SURFHVVHV�WKDW�JRYHUQPHQWV�XVH�WR�PDQDJH�SXEOLF�
ILQDQFHV��6WURQJ�3) 0 �LV�YLWDO�WR�HQVXUH�Hð FLHQW�DQG�WUDQVSDUHQW�XVH�RI�
IXQGV�LQ�FOLPDWH�UHORFDWLRQ��

7KH�VWDJHV�RI�D�UHORFDWLRQ�SURFHVV��3UH�UHORFDWLRQ��SODQQLQJ�DQG
SUHSDUDWLRQ���,Q�UHORFDWLRQ��LPSOHPHQWDWLRQ���DQG�3RVW�UHORFDWLRQ
�PDLQWHQDQFH��VXSSRUW��DQG�PRQLWRULQJ���

7KH�GLï HUHQW�SDWWHUQV�LQ�ZKLFK�UHORFDWLRQV�FDQ�RFFXU��VXFK�DV�VLQJOH�
FRPPXQLW\ �WR�VLQJOH�VLWH��PXOWLSOH�FRPPXQLWLHV�WR�RQH�VLWH��RU
GLVSHUVDO�DFURVV�VHYHUDO�ORFDWLRQV�q�HDFK�ZLWK�XQLTXH�FKDOOHQJHV��

$ �IXQGLQJ�DSSURDFK�ZKHUH�SD\ PHQWV�DUH�UHOHDVHG�RQO\ �XSRQ�YHULILFDWLRQ
RI�DJUHHG�UHVXOWV�RU�PLOHVWRQHV��LQFHQWLYLVLQJ�WLPHO\ �DFKLHYHPHQW�DQG
UHTXLULQJ�FOHDU�LQGLFDWRUV�DQG�YHULILFDWLRQ��

6ORZ�RQVHW�KD] DUGV��OLNH�VHD�OHYHO�ULVH��GHYHORS�JUDGXDOO\ ��DOORZLQJ
SODQQLQJ��UDSLG�RQVHW�KD] DUGV��OLNH�F\ FORQHV��UHTXLUH�LPPHGLDWH
HPHUJHQF\ �UHVSRQVH�DQG�VXSSRUW��RIWHQ�OHDGLQJ�WR�XQSODQQHG
GLVSODFHPHQW��

) RUPDO��VWHS�E\ �VWHS�JXLGHOLQHV�WKDW�RXWOLQH�UROHV�DQG�SURFHVVHV�IRU
SODQQLQJ��LPSOHPHQWLQJ��DQG�PRQLWRULQJ�UHORFDWLRQV��HQVXULQJ
FRQVLVWHQF\ ��FODULW\ ��DQG�DFFRXQWDELOLW\ ��

3URMHFW�FRVWV�DVVRFLDWHG�ZLWK�DGPLQLVWUDWLRQ�DQG�TXDOLW\ �DVVXUDQFH��VXFK
DV�OHJDO�GXH�GLOLJHQFH��FRQVXOWDWLRQ��LPSDFW�DVVHVVPHQWV��REWDLQLQJ
SHUPLWV��SURMHFW�PDQDJHPHQW��DQG�JULHYDQFH�UHGUHVV��
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) XOO�7 HUP �' HVFULSWLRQ�

$FWLYLW\ �%DVHG�&RVWLQJ�

%LOOV�RI�4 XDQWLWLHV�

&RVW�%HQHILW�$QDO\ VLV�

&OLPDWH�3ROLF\ �,QLWLDWLYH�

&OLPDWH�5HORFDWLRQ�RI�&RPPXQLWLHV�7UXVW�)XQG��)LML��

' LUHFW�$FFHVV�( QWLW\ ��WR�FOLPDWH�IXQGV��

' LVDVWHU�5LVN�5HGXFWLRQ�

( FRV\ VWHP�EDVHG�$GDSWDWLRQ�

( [ SHFWHG�$QQXDO�' DPDJH�

)UHH��3ULRU�DQG�,QIRUPHG�&RQVHQW�

* UHHQ�&OLPDWH�)XQG�

* OREDO�( QYLURQPHQW�)DFLOLW\ �

* ULHYDQFH�5HGUHVV�0 HFKDQLVP�

,QIRUPDWLRQ�DQG�&RPPXQLFDWLRQV�7HFKQRORJ\ �

,QWHUQDWLRQDO�)LQDQFLDO�,QVWLWXWLRQV���0 XOWLODWHUDO�' HYHORSPHQW�%DQNV�

,QWHUQDWLRQDO�0 RQHWDU\ �)XQG�

,QWHUQDWLRQDO�2 UJDQL]DWLRQ�IRU�0 LJUDWLRQ�

,QWHUJRYHUQPHQWDO�3DQHO�RQ�&OLPDWH�&KDQJH�

/ RVV�DQG�' DPDJH�

0 RQLWRULQJ�DQG�( YDOXDWLRQ�

1 DWXUH�EDVHG�6ROXWLRQV�

1 DWLRQDO�$GDSWDWLRQ�3ODQ�

1 DWLRQDOO\ �' HWHUPLQHG�&RQWULEXWLRQ�

1 RQ�( FRQRPLF�/ RVV�DQG�' DPDJH�

2 SHUDWLRQV�DQG�0 DLQWHQDQFH�

3DFLILF�&DWDVWURSKH�5LVN�$VVHVVPHQW�DQG�)LQDQFLQJ�,QLWLDWLYH�

3DFLILF�&DWDVWURSKH�5LVN�,QVXUDQFH�&RPSDQ\ ��SDUDPHWULF�ULVN�SRRO��

3DFLILF�&OLPDWH�&KDQJH��0 LJUDWLRQ�DQG�+ XPDQ�6HFXULW\ ��3URJUDPPH��

3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW�

�$�E�E�U�H�Y�L�D�W�L�R�Q�V���D�Q�G���$�F�U�R�Q�\�P�V��

$ EEUHYLDWLRQ�$ FURQ\ P �

)XQG�IRU�5HVSRQGLQJ�WR�/ RVV�DQG�' DPDJH���/ RVV�DQG�' DPDJH�)XQG

8 �6��* RYHUQPHQW�$FFRXQWDELOLW\ �2 ð FH�
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3XEOLF�)LQDQFLDO�0 DQDJHPHQW�

3DFLILF�,VODQGV�)RUXP�

3DFLILF�,VODQGV�)RUXP�6HFUHWDULDW�

3DFLILF�5HVLOLHQFH�)DFLOLW\ �

3DFLILF�5HJLRQDO�)UDPHZRUN�RQ�&OLPDWH�0 RELOLW\ �

3ODQQHG��ULJKWV�EDVHG�UHVHWWOHPHQW�OLQNHG�WR�FOLPDWH�ULVN�UHGXFWLRQ�

6PDOO�,VODQG�' HYHORSLQJ�6WDWHV�

6HD�/ HYHO�5LVH�

6WDQGDUG�2 SHUDWLQJ�3URFHGXUH�

7DVN�)RUFH�RQ�' LVSODFHPHQW��XQGHU�: ,0 ��

8 QLWHG�1 DWLRQV�2 ð FH�IRU�' LVDVWHU�5LVN�5HGXFWLRQ�

8 QLWHG�1 DWLRQV�( FRQRPLF�DQG�6RFLDO�&RPPLVVLRQ�IRU�$VLD�DQG�WKH�3DFLILF�

8 QLWHG�1 DWLRQV�)UDPHZRUN�&RQYHQWLRQ�RQ�&OLPDWH�&KDQJH�

8 QLWHG�1 DWLRQV�+ LJK�&RPPLVVLRQHU�IRU�5HIXJHHV�

: DWHU��6DQLWDWLRQ�DQG�+ \ JLHQH�

: RUOG�%DQN�

: DUVDZ�,QWHUQDWLRQDO�0 HFKDQLVP�IRU�/ RVV�DQG�' DPDJH�
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6,' 6� KDYH� UHVSRQGHG� ZLWK� D� UDQJH� RI� DGDSWDWLRQ� VWUDWHJLHV�� EXLOGLQJ� VHDZDOOV� DQG� RWKHU� FRDVWDO� GHIHQFHV�
UHVWRULQJ�PDQJURYHV��HOHYDWLQJ�KRPHV��DQG�LPSURYLQJ�ZDWHU�PDQDJHPHQW� �%DUELHU�� � � � � � �� + RZHYHU��WKHVH�LQ�
VLWX� PHDVXUHV� FDQ� RQO\ � Rï VHW� LPSDFWV� XS� WR� D� SRLQW�� $V� WKH� UDWH� RI� VHD�OHYHO� ULVH� DFFHOHUDWHV�� PDQ\
FRPPXQLWLHV� DUH� LQFUHDVLQJO\ � FRQVLGHULQJ� PLJUDWLRQ� DQG� SODQQHG� UHORFDWLRQ� DV� DGDSWDWLRQV� RI� ODVW� UHVRUW
�%DUQHWW� 	 � 0 F0 LFKDHO�� � � � � �� %RZHU� 	 � : HHUDVLQJKH�� � � � � � �� 5HVHDUFK� VKRZV� WKDW� PLJUDWLRQ� KDV� ORQJ� EHHQ� D
VWUDWHJ\ �WR�PDLQWDLQ�OLYHOLKRRGV�XQGHU�HQYLURQPHQWDO�VWUHVV��DQG�FOLPDWH�FKDQJH�LV�OLNHO\ �WR�DOWHU�WKH�WLPLQJ�DQG
GHVWLQDWLRQV� RI� PRELOLW\ � UDWKHU� WKDQ� WULJJHU� HQWLUHO\ � QHZ� PDVV� H[ RGXVHV� �$GJHU� HW� DO��� � � � � �� %DUQHWW� 	
0 F0 LFKDHO�� � � � � � �� ,Q� IDFW�� WKH� GRPLQDQW� SDWWHUQ� REVHUYHG� LV� LQWHUQDO� RU� LQWUD�UHJLRQDO� PRYHPHQW� �H�J�� IURP
RXWHU� LVODQGV� WR� ODUJHU� LVODQGV� RU� DEURDG� ZLWKLQ� WKH� 3DFLILF��� ZLWK� UXUDOqXUEDQ� PLJUDWLRQ� EHLQJ� HVSHFLDOO\
FRPPRQ�DV�SHRSOH�VHHN�RSSRUWXQLWLHV�DQG�VDIHW\ �LQ�WRZQV��$GJHU�HW�DO���� � � � � ��

6PDOO� ,VODQG� ' HYHORSLQJ� 6WDWHV� �6,' 6� � DUH� DW� WKH� IRUHIURQW� RI� VHD�OHYHO� ULVH� LPSDFWV�� IDFLQJ� FRDVWDO� HURVLRQ�
VDOWZDWHU�LQWUXVLRQ��DQG�WKH�ORVV�RI�KDELWDEOH�ODQG�WKDW�WKUHDWHQ�FRPPXQLWLHV�DQG�LQIUDVWUXFWXUH� �$GJHU�HW�DO��
� � � � �� $OEHUW� HW� DO��� � � � � � �� ,Q� ORZ�O\ LQJ� DWROOV� DQG� FRDVWDO� ] RQHV�� ULVLQJ� VHDV� DQG� PRUH� IUHTXHQW� H[ WUHPH� WLGHV
DUH� DOUHDG\ � HURGLQJ� VKRUHV� DQG� HYHQ� VXEPHUJLQJ� HQWLUH� UHHI� LVODQGV�� DV� GRFXPHQWHG� LQ� WKH� 6RORPRQ� ,VODQGV
ZKHUH�VHYHUDO�YHJHWDWHG�LVOHWV�KDYH�YDQLVKHG�DQG�YLOODJHV�KDYH�EHHQ�GHVWUR\ HG��$OEHUW�HW�DO���� � � � � ��

�������,�Q�W�U�R�G�X�F�W�L�R�Q��

)LJXUH� � ��6L[ �FRDVWDO�UHVSRQVHV�WR�6HD�/ HYHO�5LVH�� )URP��2SSHQKHLPHU��0 ��� * ODYRYLF��%� &���+LQNHO�� -���YDQ�GH� : DO��5���0 DJQDQ��$� . ��
$EG��( OJDZDG��$���HW DO���� � � � ���6HD�/ HYHO�5LVH�DQG�,PSOLFDWLRQV�IRU�/ RZ�/ \LQJ�,VODQGV��&RDVWV�DQG�&RPPXQLWLHV��652&&�&KDSWHU � ��

���D�������5�H�V�S�R�Q�V�H�V���W�R���5�L�V�L�Q�J���6�H�D���/�H�Y�H�O�V��

' HVSLWH�WKH�JURZLQJ�QHHG�WR�UHORFDWH�VRPH�FRPPXQLWLHV��PRVW�LVODQG�UHVLGHQWV�DUH�GHHSO\ �UHOXFWDQW�WR�PRYH
XQOHVV�QHFHVVDU\ ��GXH�WR�VWURQJ�FXOWXUDO��VSLULWXDO��DQG�HFRQRPLF�DWWDFKPHQWV�WR�WKHLU�DQFHVWUDO�ODQGV��$GDPV�
� � � � ��$GJHU�HW�DO���� � � � � ��7KLV�VHQVH�RI�SODFH�DWWDFKPHQW�PHDQV�PDQ\ �6,' 6�SRSXODWLRQV�SHUVLVW�LQ�VLWX�HYHQ�DV
ULVNV� LQFUHDVH�� SUHIHUULQJ� WR� LPSOHPHQW� ORFDO� DGDSWDWLRQV� UDWKHU� WKDQ� DEDQGRQ� WKHLU� KRPHV� �$GDPV�� � � � � � �
0 RELOLW\ ��WKHUHIRUH��LV�RIWHQ�YLHZHG�DV�D�ODVW�UHVRUW�ZKHQ�RWKHU�DGDSWDWLRQ�RSWLRQV��VXFK�DV�FRDVWDO�SURWHFWLRQ
RU� OLYHOLKRRG� GLYHUVLILFDWLRQ�� KDYH� EHHQ� H[ KDXVWHG� RU� SURYHQ� XQYLDEOH� �%HWWLQL� 	 � * LROL�� � � � � �� %RZHU� 	
: HHUDVLQJKH�� � � � � � �� 3DFLILF� ,VODQG� OHDGHUV� DQG� FRPPXQLWLHV� KDYH� FRQVLVWHQWO\ � IUDPHG� UHORFDWLRQ� DV� D� ODVW
PHDVXUH� WR� EH� XQGHUWDNHQ� RQO\ � WR� VDIHJXDUG� SHRSOH
V� VDIHW\ �� HPSKDVL] LQJ� WKH� GHVLUH� WR� kILJKWy� WR� VDYH� WKHLU
LVODQGV�DV�ORQJ�DV�SRVVLEOH�EHIRUH�FRQVLGHULQJ�UHORFDWLRQ� �$GJHU�HW�DO��� � � � � ��%UDWUXG�� � � � � � ��0 RUHRYHU��PDQ\
6,' 6�JRYHUQPHQWV�DUH�UHOXFWDQW�WR�FKDUDFWHUL] H�WKHLU�FLWL] HQV�DV�kFOLPDWH�UHIXJHHVy�RU�SDVVLYH�YLFWLPV�� IHDULQJ
WKDW�

� �



&UXFLDOO\ ��UHVHDUFKHUV�FDXWLRQ�WKDW�ODUJH�VFDOH�GLVSODFHPHQW�RI�LVODQG�SRSXODWLRQV�LV�QRW�D�IRUHJRQH�FRQFOXVLRQ�
HYHQ� XQGHU� VHYHUH� FOLPDWH� FKDQJH� VFHQDULRV�� EHFDXVH� RXWFRPHV� ZLOO� GHSHQG� RQ� KXPDQ� GHFLVLRQV�� DGDSWLYH
LQYHVWPHQWV��DQG�SROLFLHV�HQDFWHG�LQ�WKH�FRPLQJ�\ HDUV��+ Rï PDQQ�HW�DO���� � � � ��%ODFN�HW�DO���� � � � � ��7KHUH�LV�D�ULVN
WKDW�SRUWUD\ LQJ�WKH�DEDQGRQPHQW�RI�LVODQGV�DV�LQHYLWDEOH�FRXOG�EHFRPH�D�VHOI�IXOILOOLQJ�SURSKHF\ �LI�LW�GLVFRXUDJHV
LQYHVWPHQW� LQ� ORFDO� DGDSWDWLRQ� PHDVXUHV� WKDW� FRXOG� H[ WHQG� KDELWDELOLW\ � �+ Rï PDQQ� HW� DO��� � � � � � �� ,QGHHG�
KDELWDELOLW\ � LV� VKDSHG� QRW� RQO\ � E\ � HQYLURQPHQWDO� IDFWRUV� EXW� DOVR� E\ � JRYHUQDQFH�� LQIUDVWUXFWXUH�� DQG� VRFLDO
VXSSRUW� q� PHDQLQJ� WKDW� ZLWK� VXð FLHQW� DGDSWDWLRQ� Hï RUWV� �H�J�� LPSURYHG� FRDVWDO� GHIHQFHV� RU� ODQG� HOHYDWLRQ��
VRPH� FRPPXQLWLHV� PLJKW� VXFFHVVIXOO\ � UHPDLQ� LQ� SODFH� ORQJHU� WKDQ� VLPSOLVWLF� PRGHOV� SUHGLFW� �+ Rï PDQQ� HW� DO��
� � � � � ��7KLV�XQGHUVFRUHV�WKDW�SROLF\ �GHFLVLRQV�DQG�LQYHVWPHQWV�PDGH�QRZ�ZLOO�KHDYLO\ �LQIOXHQFH�IXWXUH�RXWFRPHV
q�SURDFWLYH�DGDSWDWLRQ�FRXOG�NHHS�VRPH�FRPPXQLWLHV�KDELWDEOH�PXFK�ORQJHU��$W�WKH�VDPH�WLPH��HYLGHQFH�IURP
SDVW� GLVDVWHUV� VKRZV� WKDW� PRELOLW\ � RXWFRPHV� YDU\ �� VRPH� SRSXODWLRQV� UHORFDWH� DIWHU� H[ WUHPH� HYHQWV�� ZKHUHDV
RWKHUV�UHEXLOG�LQ�WKH�VDPH�ORFDWLRQ��DQG�WKH�PRVW�YXOQHUDEOH�PD\ �ODFN�WKH�PHDQV�WR�PRYH�DW�DOO� �%ODFN�HW�DO��
� � � � � �� 7KRVH� ZKR� ODFN� WKH� UHVRXUFHV� RU� VRFLDO� QHWZRUNV� WR� PLJUDWH� FDQ� EHFRPH� kWUDSSHGy� LQ� ZRUVHQLQJ
FRQGLWLRQV��ZKLFK�XQGHUVFRUHV�WKH�LPSRUWDQFH�RI�SURYLGLQJ�RSWLRQV�EHVLGHV�IRUFHG�GLVSODFHPHQW��$GJHU�HW�DO��
� � � � �� %ODFN� HW� DO��� � � � � � �� ,Q� VXPPDU\ �� UHVSRQVHV� WR� ULVLQJ� VHDV� LQ� 6,' 6� LQYROYH� D� GHOLFDWH� EDODQFH� EHWZHHQ
DGDSWLQJ� LQ� SODFH� ZKHUHYHU� SRVVLEOH� DQG� IDFLOLWDWLQJ� RUJDQLVHG� UHORFDWLRQ� ZKHQ� QHFHVVDU\ �� 6,' 6� DUH� DFWLYHO\
SXUVXLQJ� VWUDWHJLHV� WR� SURWHFW� WKHLU� SHRSOH� DQG� FXOWXUHV� q� IURP� ORFDO� DGDSWDWLRQ� SURMHFWV� WR� LQWHUQDWLRQDO
DGYRFDF\ �IRU�FOLPDWH�DFWLRQ�DQG�IXQGLQJ�q�WR�PLQLPLVH�WKH�QHHG�IRU�UHORFDWLRQ�DQG�HQVXUH�WKDW�LI�LW�GRHV�RFFXU�
LW�KDSSHQV�ZLWK�SODQQLQJ��MXVWLFH��DQG�GLJQLW\ ��%R\ G�HW�DO���� � � � ��%UDWUXG��� � � � � ��

,QWHUQDWLRQDO� FOLPDWH� SROLF\ � GLVFXVVLRQV� KDYH� LQFUHDVLQJO\ � DFNQRZOHGJHG� WKDW� VRPH� FOLPDWH� LPSDFWV� DUH
XQDYRLGDEOH�DQG�PD\ �QHFHVVLWDWH�SRSXODWLRQ�PRYHPHQWV��7KH�HPHUJLQJ�/ RVV�DQG�' DPDJH�DJHQGD�� IRU�LQVWDQFH�
KLJKOLJKWV� WKH� QHHG� IRU� VXSSRUW� ZKHQ� FRPPXQLWLHV� IDFH� SHUPDQHQW� ORVVHV� OLNH� WKH� LQXQGDWLRQ� RI� ODQG�� ZKLFK
PD\ � UHQGHU� UHORFDWLRQ� LQHYLWDEOH� LQ� H[ WUHPH� FDVHV� �%R\ G� HW� DO��� � � � � � �� 6XFK� SROLF\ � GLVFRXUVH� LV� HYROYLQJ� WR
HQVXUH�WKDW�ZKHQ�UHORFDWLRQ�EHFRPHV�QHFHVVDU\ ��LW�LV�SODQQHG�DQG�VXSSRUWHG�DV�DQ�DGDSWDWLRQ�PHDVXUH�UDWKHU
WKDQ� WUHDWHG� DV� D� IDLOXUH�� ,Q� OLQH� ZLWK� WKLV�� GLVFRXUVH� DURXQG� FOLPDWH�LQGXFHG� PLJUDWLRQ� KDV� EHFRPH� PRUH
GHYHORSPHQW�IRFXVHG�� ,W�LV�QRZ�RIWHQ�LQWHJUDWHG�LQWR�DGDSWDWLRQ�SODQQLQJ�SURDFWLYHO\ �UDWKHU�WKDQ�WUHDWHG�DV�D
FULVLV� �%HWWLQL� 	 � * LROL�� � � � � � �� 5DWKHU� WKDQ� YLHZLQJ� DOO� FOLPDWH�UHODWHG� PLJUDWLRQ� DV� D� FULVLV�� SROLF\ PDNHUV� DQG
VFKRODUV�DUH�WUHDWLQJ�PRELOLW\ �DV�RQH�FRPSRQHQW�RI�DGDSWDWLRQ�WKDW�FDQ�EH�PDQDJHG�ZLWK�WKH�ULJKW�UHVRXUFHV
DQG� SODQQLQJ� �%HWWLQL� 	 � * LROL�� � � � � �� %DUQHWW� 	 � 0 F0 LFKDHO�� � � � � � �� ) RU� H[ DPSOH�� UHJLRQDO� RUJDQLVDWLRQV� DQG
JRYHUQPHQWV�DUH�ZRUNLQJ�RQ�JXLGHOLQHV�DQG� IUDPHZRUNV� IRU�SODQQHG�UHORFDWLRQ�WR�HQVXUH�WKDW�LI�FRPPXQLWLHV
PXVW�PRYH��LW�FDQ�EH�GRQH�LQ�D�FRRUGLQDWHG�DQG�VXSSRUWLYH�PDQQHU��%RZHU�	 �: HHUDVLQJKH��� � � � � ��7KLV�VKLIW�LQ
IUDPLQJ�� IURP� DQ� DSRFDO\ SWLF� QDUUDWLYH� RI� VLQNLQJ� LVODQGV� DQG� UHIXJHHV� WR� D� FRQWUROOHG� DGDSWDWLRQ� UHVSRQVH�
UHIOHFWV�D�PRUH�QXDQFHG�XQGHUVWDQGLQJ�RI�FOLPDWH�PRELOLW\ ��%HWWLQL�	 �* LROL��� � � � � ��

WKDW�VXFK�ODEHOV�XQGHUPLQH�WKHLU�VRYHUHLJQW\ �DQG�DJHQF\ � �$GJHU�HW�DO��� � � � � � �� 7KLV�KDV�OHG�WR�DQ�HPSKDVLV�RQ
YROXQWDU\ ��GLJQLILHG�PRYHPHQW�VWUDWHJLHV��VXFK�DV�WKH�. LULEDWL�SROLF\ �RI�kPLJUDWLRQ�ZLWK�GLJQLW\ y��RYHU�QDUUDWLYHV
RI�PDVV�IRUFHG�H[ RGXV��$GJHU�HW�DO���� � � � ��%UDWUXG��� � � � � ��

���E�����&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q�V���L�Q���W�K�H���3�D�F�L�I�L�F���5�H�J�L�R�Q��

&RPPXQLWLHV� LQ� WKH� 3DFLILF� UHJLRQ� KDYH� DOUHDG\ � EHJXQ� WR� H[ SHULHQFH� FOLPDWH�LQGXFHG� UHORFDWLRQV�� SURYLGLQJ
UHDO�ZRUOG�H[ DPSOHV�RI�ERWK�WKH�SURPLVHV�DQG�SHULOV�RI�WKLV�DGDSWDWLRQ�VWUDWHJ\ � �$OEHUW�HW�DO��� � � � � ��%RZHU� 	
: HHUDVLQJKH�� � � � � � �� $ � UHFHQW� UHJLRQDO� VXUYH\ � LGHQWLILHG� � � � FDVHV� RI� SODQQHG� FRPPXQLW\ � UHORFDWLRQ� DFURVV
3DFLILF�,VODQG�FRXQWULHV��LQGLFDWLQJ�WKDW�UHORFDWLRQ�LV�QRW�D�K\ SRWKHWLFDO�IXWXUH�VFHQDULR�EXW�DQ�RQJRLQJ�UHDOLW\ �LQ
UHVSRQVH�WR�GLVDVWHUV�DQG�VHD�OHYHO�ULVH��%RZHU�	 � : HHUDVLQJKH��� � � � � ��1 RWDEO\ ��VHYHUDO�ORZ�O\ LQJ�YLOODJHV�KDYH
EHHQ�HQWLUHO\ �PRYHG�RU�DUH�LQ�WKH�SURFHVV�RI�PRYLQJ�GXH�WR�FRDVWDO�HURVLRQ�DQG�IORRGLQJ��) RU�H[ DPSOH��LQ�WKH
6RORPRQ�,VODQGV��DW�OHDVW�WZR�YLOODJHV�RQ�UHHI�LVODQGV� �1 XDWDPEX�DQG�1 DUDUR��KDYH�EHHQ�GHVWUR\ HG�E\ �FRDVWDO
HURVLRQ�� IRUFLQJ� IDPLOLHV� WR� UHORFDWH� WR� KLJKHU�JURXQG� VLWHV� RQ� WKH� VDPH� RU� QHDUE\ � LVODQGV�� 6FLHQWLILF� VWXGLHV
GRFXPHQWHG� WKDW� ILYH� UHHI� LVODQGV� LQ� WKH� 6RORPRQV� KDYH� YDQLVKHG� LQ� UHFHQW� GHFDGHV�� DQG� VKRUHOLQHV� DW� RWKHU
GRFXPHQWHG�VLWHV�KDYH�UHFHGHG�GUDPDWLFDOO\ ��OHDGLQJ�WR�WKH�ORVV�RI�KRPHV�DQG�FRPPXQLW\ �ODQG� �$OEHUW�HW�DO��
� �

� �



� � � � � �� 7KHVH� ORVVHV� KDYH� FRPSHOOHG� DG� KRF� UHORFDWLRQV� RI� UHVLGHQWV� WR� VDIHU� DUHDV�� RIWHQ� PRYLQJ� LQODQG� RQ
ODUJHU�QHLJKERXULQJ�LVODQGV��W\ SLFDOO\ �ZLWKRXW�IRUPDO�JRYHUQPHQW�DVVLVWDQFH� �$OEHUW�HW�DO��� � � � � � �� ,QGHHG��PDQ\
UHORFDWLRQV�WR�GDWH�KDYH�EHHQ�VSRQWDQHRXV��GULYHQ�E\ �FRPPXQLWLHV�WKHPVHOYHV�ZKHQ�LQFUHPHQWDO�DGDSWDWLRQV
�VXFK�DV�EXLOGLQJ�VHDZDOOV�RU�HOHYDWLQJ�KRXVHV��SURYHG�LQVXð FLHQW� �$OEHUW�HW�DO��� � � � � �� $OEHUW�HW�DO��� � � � � � �� ,Q
VXFK� FDVHV�� YLOODJHUV� KDYH� OHYHUDJHG� NLQVKLS� WLHV� DQG� FXVWRPDU\ � ODQG� WHQXUH� WR� UHVHWWOH� QHDUE\ �� DV� VHHQ� LQ
6RORPRQ�,VODQGV�ZKHUH�IOH[ LEOH�FXVWRPDU\ �ODQG�RZQHUVKLS�DOORZHG�SHRSOH�IURP�HURGLQJ�DWROOV�WR�TXLFNO\ �PRYH
WR�KLJKHU�ODQG�Rï HUHG�E\ �UHODWLYHV�RU�FODQV�RQ�ODUJHU�LVODQGV��$OEHUW�HW�DO���� � � � � ��7KLV�FRPPXQLW\ �OHG�QDWXUH�RI
UHORFDWLRQ�FDQ�HQDEOH�UDSLG�UHVSRQVH��EXW�LW�DOVR�RIWHQ�UHVXOWV�LQ�IUDJPHQWHG�RXWFRPHV��) DPLOLHV�UHORFDWLQJ�LQ�D
SLHFHPHDO�IDVKLRQ��VRPHWLPHV�VSOLWWLQJ�KLVWRULF�YLOODJHV�LQWR�VPDOOHU�KDPOHWV�VFDWWHUHG�DFURVV�QHZ�VLWHV��$OEHUW
HW� DO��� � � � � � �� : KLOH� VDIHW\ � LV� DFKLHYHG�� WKHVH� XQSODQQHG�� SLHFHPHDO� UHORFDWLRQV� FDQ� VWUDLQ� VRFLDO� FRKHVLRQ� DQG
PDNH�LW�KDUGHU�WR�SURYLGH�VHUYLFHV��LOOXVWUDWLQJ�WKH�VRFLDO�FRVWV�ZKHQ�UHORFDWLRQ�LV�QRW�ZHOO�FRRUGLQDWHG��$OEHUW
HW�DO���� � � � ��%LUN��� � � � � ��

7KHUH�DUH�DOVR�PRUH�RUJDQL] HG�H[ DPSOHV�RI�SODQQHG�UHORFDWLRQ�LQ�WKH�3DFLILF��) LML��IRU�LQVWDQFH��KDV�GHYHORSHG�D
QDWLRQDO�SROLF\ �DQG�UHORFDWLRQ�JXLGHOLQHV�WR�PRYH�FRPPXQLWLHV�XQGHU�WKUHDW��DQG�VHYHUDO�) LMLDQ�YLOODJHV��VXFK�DV
9XQLGRJRORD� DQG� 1 DULNRVR�� KDYH� EHHQ� UHORFDWHG� IXUWKHU� LQODQG� ZLWK� JRYHUQPHQW� VXSSRUW� LQ� UHFHQW� \ HDUV
�%RZHU� 	 � : HHUDVLQJKH�� � � � � � �� ,Q� WKH� FDVH� RI� 9XQLGRJRORD� �WKH� ILUVW� YLOODJH� Rð FLDOO\ � UHORFDWHG� LQ� ) LML� GXH� WR
FOLPDWH� FKDQJH��� WKH� SURFHVV� ZDV� OHG� E\ � WKH� JRYHUQPHQW� LQ� SDUWQHUVKLS� ZLWK� WKH� FRPPXQLW\ �� SURYLGLQJ� QHZ
KRPHV�DQG�LQIUDVWUXFWXUH�DW�WKH�UHORFDWLRQ�VLWH��6XFK�FDVHV�KLJKOLJKW�WKH�LPSRUWDQFH�RI�D�SURDFWLYH�IUDPHZRUN�
) LML
V�SROLF\ �WUHDWV�UHORFDWLRQ�DV�DQ�RSWLRQ�WR�EH�SXUVXHG�RQO\ �ZKHQ�RWKHU�DGDSWDWLRQ�PHDVXUHV�DUH�H[ KDXVWHG�
UHLQIRUFLQJ�WKH�kODVW�UHVRUWy�SULQFLSOH�LQ�SUDFWLFH��%RZHU�	 �: HHUDVLQJKH��� � � � � ��6LPLODUO\ ��LQWHUQDWLRQDO�VXSSRUW
SODWIRUPV� OLNH� WKH� 3ODWIRUP� RQ� ' LVDVWHU� ' LVSODFHPHQW� KDYH� EHHQ� ZRUNLQJ� ZLWK� 3DFLILF� JRYHUQPHQWV� WR
GRFXPHQW� OHVVRQV� DQG� GHYHORS� EHVW� SUDFWLFHV� IRU� SODQQHG� UHORFDWLRQ�� HPSKDVL] LQJ� WKDW� LW� PXVW� EH� FDUHIXOO\
PDQDJHG�WR�VXFFHHG� �%RZHU� 	 � : HHUDVLQJKH�� � � � � � �� ) XUWKHU��OHDUQLQJ� IURP�FRPSDUDWLYH�DQDO\ VHV�EHWZHHQ� ) LML
DQG� $XVWUDOLD� VXJJHVWV� WKDW� SODQQHG� UHORFDWLRQ� KDV� WKH� SURSHQVLW\ � WR� EH� D� VXFFHVVIXO� DGDSWDWLRQ� RSWLRQ� LI
SODQQHG�ZHOO�ZLWK�VWURQJ�SDUWLFLSDWRU\ �JRYHUQDQFH�DQG�KROLVWLF�FRQVLGHUDWLRQ�DURXQG�WKH�QHHGV�DQG�OLYHOLKRRGV
RI�Dï HFWHG�FRPPXQLWLHV��3LJJRWW�0 F. HOODU�	 �9HOOD��� � � � � ��

7KH� &DUWHUHW� ,VODQGV� RI� 3DSXD� 1 HZ� * XLQHD� DOVR� RIWHQ� VHUYH� DV� D� FDXWLRQDU\ � WDOH�� VWDUWLQJ� LQ� WKH� � � � � V�
&DUWHUHW� ,VODQGHUV� EHJDQ� UHORFDWLQJ� LQ� VPDOO� JURXSV� WR� %RXJDLQYLOOH� RQ� WKH� 1 HZ� * XLQHD� PDLQODQG� GXH� WR
FKURQLF�IORRGLQJ�DQG�FURS�ORVV��EXW�WKH�SURFHVV�KDV�EHHQ�VORZ�DQG�IUDXJKW�ZLWK�FKDOOHQJHV�VXFK�DV�LQVXð FLHQW
IXQGLQJ�� ODQG� GLVSXWHV�� DQG� FXOWXUDO� DGMXVWPHQW� GLð FXOWLHV�� 7KHVH� FKDOOHQJHV� ZHUH� QRWHG� LQ� UHJLRQDO� DQDO\ VHV�
XQGHUOLQLQJ� WKDW� HYHQ� ZKHQ� FRPPXQLWLHV� DJUHH� WR� PRYH�� ORJLVWLFDO� DQG� ILQDQFLDO� KXUGOHV� FDQ� GHUDLO� UHORFDWLRQ
Hï RUWV� �%RZHU� 	 � : HHUDVLQJKH�� � � � � � �� 2 YHUDOO�� DFURVV� WKH� 3DFLILF�� H[ SHULHQFHV� ZLWK� UHORFDWLRQ� KDYH� EHHQ
PL[ HG� q� VRPH� FRPPXQLWLHV� KDYH� VXFFHVVIXOO\ � UH�HVWDEOLVKHG� WKHPVHOYHV� RQ� VDIHU� JURXQG�� ZKLOH� RWKHUV� KDYH
VWUXJJOHG� RU� GHOD\ HG� PRYLQJ� GHVSLWH� LQFUHDVLQJ� ULVNV�� GXH� WR� WKH� FRPSOH[ LWLHV� LQYROYHG� �$OEHUW� HW� DO��� � � � � �
%RZHU�	 �: HHUDVLQJKH��� � � � � ��

$ �NH\ �LQVLJKW�IURP�FRPSDUDWLYH�VWXGLHV��ORRNLQJ�DW�FDVHV�LQ�6RORPRQ�,VODQGV��) LML��$ODVND��DQG�HOVHZKHUH��LV�WKDW
JRYHUQDQFH� DQG� SODQQLQJ� JUHDWO\ � LQIOXHQFH� RXWFRPHV� �$OEHUW� HW� DO��� � � � � �� %LUN�� � � � � � �� ,Q� ERWK� WKH� 6RORPRQ
,VODQGV� DQG� LQ� $ODVND� �ZKHUH� VHYHUDO� LQGLJHQRXV� YLOODJHV� DUH� HQGDQJHUHG� E\ � HURVLRQ� DQG� WKDZLQJ� SHUPDIURVW��
UHVHDUFKHUV� IRXQG� D� ODFN� RI� D� GHGLFDWHG� JRYHUQPHQWDO� PDQGDWH� DQG� IXQGLQJ� IRU� FRPPXQLW\ � UHORFDWLRQ�� ZKLFK
OHDYHV�FRPPXQLWLHV�LQ�OLPER��$OEHUW�HW�DO���� � � � � ��,Q�WKH�6RORPRQ�,VODQGV��FRPPXQLWLHV�KDYH�EHQHILWHG�IURP�WKH
DELOLW\ � WR� XVH� FXVWRPDU\ � ODQG� IRU� UHORFDWLRQ�� EXW� WKH\ � VWLOO� IDFH� GLð FXOWLHV� UHEXLOGLQJ� OLYHOLKRRGV� DQG
LQIUDVWUXFWXUH� LQ� WKH� QHZ� VLWHV� ZLWKRXW� H[ WHUQDO� VXSSRUW� �$OEHUW� HW� DO��� � � � � � �� ,Q� $ODVND
V� FDVH�� GHVSLWH� FOHDU
SK\ VLFDO�WKUHDWV�WR�YLOODJHV�OLNH�1 HZWRN�DQG�6KLVKPDUHI��WKH�DEVHQFH�RI�D�UHORFDWLRQ�JRYHUQDQFH�IUDPHZRUN�DW
WKH�IHGHUDO�RU�VWDWH�OHYHO��DQG�RQO\ �SDWFKZRUN�IXQGLQJ��KDV�LPSHGHG�WLPHO\ �UHORFDWLRQ��GHPRQVWUDWLQJ�WKDW�HYHQ
ZHDOWKLHU�FRXQWULHV�VWUXJJOH�ZLWKRXW�SURSHU�LQVWLWXWLRQV�LQ�SODFH��$OEHUW�HW�DO���� � � � � ��7KHVH�H[ DPSOHV�KLJKOLJKW
WKH

� �



WKH�XUJHQW�QHHG�IRU�IRUPDO�UHORFDWLRQ�IUDPHZRUNV�WKDW�FDQ�SURYLGH�WHFKQLFDO�� ILQDQFLDO��DQG�OHJDO�DVVLVWDQFH�WR
FRPPXQLWLHV� WKDW� QHHG� WR� PRYH� �$OEHUW� HW� DO��� � � � � �� %R\ G� HW� DO��� � � � � � �� 5HVHDUFKHUV� DUJXH� WKDW� SODQQLQJ� IRU
UHORFDWLRQ�LQ�DGYDQFH�q�LQFOXGLQJ�LGHQWLI\ LQJ�SRWHQWLDO�KRVW�VLWHV��VHFXULQJ�ODQG�ULJKWV��DQG�EXGJHWLQJ�IRU�KRXVLQJ
DQG� LQIUDVWUXFWXUH� q� LV� IDU� PRUH� Hï HFWLYH� WKDQ� UHDFWLQJ� DIWHU� D� FULVLV�� ZKHQ� RSWLRQV� DUH� IHZHU� �%LUN�� � � � � �
$OEHUW�HW�DO��� � � � � � �� ,Q�WKH�6RORPRQ�,VODQGV��RQH�SURYLQFLDO�FDSLWDO��7DUR��LQ�&KRLVHXO�3URYLQFH��KDV�HYHQ�PDGH
WKH�XQSUHFHGHQWHG�GHFLVLRQ�WR�UHORFDWH�HQWLUHO\ �WR�WKH�PDLQODQG�GXH�WR�VHD�OHYHO�ULVH��DQG�SODQQLQJ�LV�XQGHUZD\
WR� PRYH� JRYHUQPHQW� VHUYLFHV� DQG� UHVLGHQWV�� 6XFK� IRUZDUG�ORRNLQJ� LQLWLDWLYHV� DUH� VWLOO� UDUH�� EXW� WKH\ � VHW
LPSRUWDQW� SUHFHGHQWV�� 7KH\ � DOVR� XQGHUVFRUH� WKDW� DFFHVV� WR� QHZ� ODQG� LV� D� SLYRWDO� LVVXH�� ODQG� WHQXUH
DUUDQJHPHQWV� FDQ� PDNH� RU� EUHDN� UHORFDWLRQ� SODQV�� : KHQ� ODQG� LV� DYDLODEOH� DQG� FXOWXUDOO\ � DFFHSWDEOH� �IRU
H[ DPSOH��Rï HUHG�E\ �KRVW�FRPPXQLWLHV�WKURXJK�NLQ�FRQQHFWLRQV���UHORFDWLRQV�WHQG�WR�SURFHHG�PRUH�VPRRWKO\
�$OEHUW�HW�DO��� � � � � ��%LUN�� � � � � � ��&RQYHUVHO\ ��ZKHUH�ODQG�LV�VFDUFH�RU�RZQHUVKLS�LV�FRQWHVWHG��DV�LQ�VRPH�DWROO
QDWLRQV�� UHORFDWLRQ� PD\ � UHTXLUH� SXUFKDVLQJ� ODQG� DEURDG� RU� RWKHU� QRYHO� VROXWLRQV� q� UDLVLQJ� FRPSOH[ � TXHVWLRQV
DERXW�VRYHUHLJQW\ �DQG�LGHQWLW\ ��%UDWUXG��� � � � � ��

3HUKDSV�PRVW�LPSRUWDQWO\ ��3DFLILF�H[ SHULHQFHV�KDYH�VKRZQ�WKDW�UHORFDWLRQ�PXVW�EH�SHRSOH�FHQWUHG�DQG�ULJKWV�
EDVHG� WR� VXFFHHG�� $ � UHORFDWLRQ� LV� QRW� PHUHO\ � D� SK\ VLFDO� PRYH�� LW� GLVUXSWV� OLYHOLKRRGV�� VRFLDO� VWUXFWXUHV�� DQG
FRQQHFWLRQV�WR�SODFH�WKDW�DUH�IXQGDPHQWDO�WR�FRPPXQLW\ �ZHOO�EHLQJ� �$GDPV�� � � � � ��%RZHU�HW�DO��� � � � � � ��7KXV�
UHFHQW�VFKRODUVKLS�VWUHVVHV�WKDW�Dï HFWHG�FRPPXQLWLHV�VKRXOG�EH�DW�WKH�KHDUW�RI�GHFLVLRQ�PDNLQJ�RQ�LI�� ZKHQ�
DQG�ZKHUH�WR�UHORFDWH��%RZHU�HW�DO��� � � � � ��+ Rï PDQQ�HW�DO��� � � � � � ��7KH�SULQFLSOH�RI� ) UHH��3ULRU��DQG�,QIRUPHG
&RQVHQW��) 3,&��KDV�EHHQ�KLJKOLJKWHG�DV�HVVHQWLDO�q�FRPPXQLWLHV�VKRXOG�QRW�EH�FRHUFHG�LQWR�PRYLQJ��DQG�WKHLU
FRQVHQW� VKRXOG� EH� FRQWLQXDOO\ � VRXJKW� WKURXJK� HDFK� VWDJH� RI� SODQQLQJ� �%RZHU� HW� DO��� � � � � �� VHH� DOVR�� + 5: �
� � � � � �� %RZHU� HW� DO�� � � � � � � � DUJXH� WKDW� UHORFDWLRQV� FDUULHG� RXW� ZLWKRXW� IXOO� FRPPXQLW\ � FRQVHQW� DQG� DGHTXDWH
VXSSRUW�ULVN�H[ DFHUEDWLQJ�VRFLDO�LQMXVWLFH�DQG�WUDXPD��HVVHQWLDOO\ �WXUQLQJ�DQ�DGDSWDWLRQ�PHDVXUH�LQWR�D�IRUP�RI
IRUFHG�GLVSODFHPHQW��+ LVWRULFDO�H[ DPSOHV�RI�SRRUO\ �H[ HFXWHG�UHORFDWLRQV��ERWK�ZLWKLQ�WKH�3DFLILF�DQG�LQ�RWKHU
UHJLRQV��KDYH�OHG�WR�ORVV�RI�FXOWXUH��ODQGOHVVQHVV��DQG�ORQJ�WHUP�KDUGVKLS�IRU�UHORFDWHHV��RXWFRPHV�WKDW�UREXVW
VDIHJXDUGV� FDQ� KHOS� DYRLG� �%R\ G� HW� DO��� � � � � �� %RZHU� HW� DO��� � � � � � �� 7KHUHIRUH�� D� ZHOO�VXSSRUWHG� UHORFDWLRQ
SURFHVV�LQFOXGHV�QRW�RQO\ �EXLOGLQJ�KRXVHV�DW�WKH�QHZ�VLWH�EXW�DOVR�HQVXULQJ�OLYHOLKRRGV��H�J��DFFHVV�WR�ILVKLQJ�RU
IDUPLQJ�� MRE� RSSRUWXQLWLHV��� SURYLGLQJ� VHUYLFHV� OLNH� VFKRROV� DQG� FOLQLFV�� DGGUHVVLQJ� SV\ FKRORJLFDO� DQG� FXOWXUDO
QHHGV� �VXFK� DV� WUDQVIHUULQJ� FKXUFKHV�� PRQXPHQWV� RU� HYHQ� VRLO� IURP� DQFHVWUDO� ODQGV��� DQG� PDLQWDLQLQJ
FRPPXQLW\ � FRKHVLRQ� �%RZHU� HW� DO��� � � � � � �� ,W� DOVR� LQYROYHV� OHJDO� SURWHFWLRQV� q� IRU� LQVWDQFH�� JXDUDQWHHLQJ� ODQG
WHQXUH� DW� UHORFDWLRQ� VLWHV� DQG� SROLWLFDO� ULJKWV� IRU� UHORFDWHG� JURXSV� q� WR� SUHYHQW� PDUJLQDOLVDWLRQ� �%R\ G� HW� DO��
� � � � � ��,QWHUQDWLRQDO�KXPDQ�ULJKWV�IUDPHZRUNV�DQG�FOLPDWH�MXVWLFH�DGYRFDWHV�XQGHUVFRUH�WKDW�WKRVH�GLVSODFHG�E\
FOLPDWH� LPSDFWV� VKRXOG� UHFHLYH� UHORFDWLRQ� DVVLVWDQFH� WKDW� XSKROGV� WKHLU� GLJQLW\ � DQG� ULJKWV�� DNLQ� WR� REOLJDWLRQV
IRU�LQWHUQDOO\ �GLVSODFHG�SHRSOH�GXH�WR�FRQIOLFWV�RU�GLVDVWHUV��%R\ G�HW�DO���� � � � � ��

( QFRXUDJLQJO\ �� 3DFLILF� YRLFHV� DUH� LQIOXHQFLQJ� KRZ� UHORFDWLRQ� LV� DSSURDFKHG� JOREDOO\ �� 7KH� FRQYHUVDWLRQ� LV
LQFUHDVLQJO\ �DERXW�MXVWLFH�DQG�DJHQF\ �q�HQVXULQJ�WKDW�FRPPXQLWLHV�OLNH�WKRVH�LQ�. LULEDWL��7XYDOX��RU�WKH�0 DUVKDOO
,VODQGV� KDYH� WKH� UHVRXUFHV� WR� HLWKHU� UHPDLQ� VDIHO\ � RQ� WKHLU� ODQGV� DV� ORQJ� DV� SRVVLEOH� RU� WR� UHORFDWH� RQ� WKHLU
RZQ� WHUPV� LI� QHFHVVDU\ � �+ Rï PDQQ� HW� DO��� � � � � �� %UDWUXG�� � � � � � �� 7KLV� LQFOXGHV� FDOOV� IRU� VXEVWDQWLDO� FOLPDWH
ILQDQFLQJ� WR� VXSSRUW� DGDSWDWLRQ� DQG�� ZKHQ� XQDYRLGDEOH�� UHORFDWLRQ� DQG� UHVHWWOHPHQW� SURJUDPV� �%R\ G� HW� DO��
� � � � � ��,W�DOVR�LQFOXGHV�LQQRYDWLYH�SURSRVDOV�VXFK�DV�SRUWDEOH�QDWLRQDO�VRYHUHLJQW\ ��VR�WKDW�DQ�DWROO�QDWLRQ�ORVLQJ
LWV� ODQG� FRXOG� UH�HVWDEOLVK� RQ� QHZ� WHUULWRU\ � ZLWKRXW� ORVLQJ� QDWLRQKRRG��� DOWKRXJK� VXFK� LGHDV� UHPDLQ� ODUJHO\
WKHRUHWLFDO� �%UDWUXG�� � � � � � �� ,Q� FRQFOXVLRQ�� FOLPDWH�UHODWHG� UHORFDWLRQV� LQ� WKH� 3DFLILF� UHJLRQ� LOOXVWUDWH� D� FULWLFDO
IDFHW�RI�DGDSWDWLRQ�WR�ULVLQJ�VHDV��7KH\ �GHPRQVWUDWH�WKDW�ZKLOH�UHORFDWLRQ�FDQ�UHGXFH�ORQJ�WHUP�ULVNV�WR�OLYHV
DQG� OLYHOLKRRGV�� LW� PXVW� EH� FDUHIXOO\ � SODQQHG� DQG� HWKLFDOO\ � FDUULHG� RXW�� ( DFK� UHORFDWLRQ� LV� D� GHHSO\ � KXPDQ
SURFHVV�q�RQH�WKDW�EDODQFHV�VDIHW\ �ZLWK�FXOWXUDO�FRQWLQXLW\ �q�DQG�DV�VXFK��LW�GHPDQGV�D�FROODERUDWLYH�DSSURDFK
WKDW�HPSRZHUV�WKH�FRPPXQLWLHV�LQYROYHG� �$GDPV�� � � � � ��%RZHU�HW�DO��� � � � � � ��7KH�H[ SHULHQFHV�RI�3DFLILF�6,' 6
DUH�SURYLGLQJ�LQYDOXDEOH�OHVVRQV�RQ�KRZ�WR�QDYLJDWH�WKH�GLð FXOW�FKRLFHV�DKHDG��LQVLVWLQJ�WKDW�WKH�ZRUOG�DGGUHVV
FOLPDWH�GLVSODFHPHQW�QRW�DV�DQ�LQHYLWDEOH�H[ RGXV�EXW�DV�D�FKDOOHQJH�WKDW��ZLWK�VROLGDULW\ �DQG�SODQQLQJ��FDQ�EH
PHW�LQ�D�ZD\ �WKDW�SUHVHUYHV�GLJQLW\ �DQG�KRSH� IRU�WKRVH�ZKR�PXVW�PRYH� �+ Rï PDQQ�HW�DO��� � � � � ��%R\ G�HW�DO��
� � � � � ��

� �



3DFLILF� QDWLRQV� DUH� OHDGLQJ� WKH� ZD\ � LQ� LPSOHPHQWLQJ� DGDSWDWLRQ� SODQV� WKDW� DGGUHVV� FOLPDWH� PRELOLW\ �� JXLGHG� E\
UHJLRQDO�IUDPHZRUNV�VXFK�DV�WKH�3DFLILF�5HJLRQDO�) UDPHZRUN�RQ�&OLPDWH�0 RELOLW\ � �35) &0 ��� ( QGRUVHG�LQ� � � � �
DIWHU� H[ WHQVLYH� FRQVXOWDWLRQ�� WKH� 35) &0 � WDNHV� D� ULJKWV�EDVHG�� SHRSOH�FHQWUHG� DSSURDFK�� SULRULWLVLQJ� VDIH
UHVLGHQFH�� UHJLRQDO� UHORFDWLRQ� JXLGHOLQHV�� H[ SDQGHG� PLJUDWLRQ� SDWKZD\ V�� DQG� LPSURYHG� SUHSDUHGQHVV� IRU
GLVSODFHPHQW��,W�VXSSRUWV�WKH�� � � � �6WUDWHJ\ � IRU�WKH�%OXH�3DFLILF�&RQWLQHQW��ZKLFK�LGHQWLILHV�SODQQHG�UHORFDWLRQ
DV�RQH�RI�VHYHUDO�RSWLRQV��LQFOXGLQJ�VWD\ LQJ�LQ�SODFH��PLJUDWLRQ��DQG�HYDFXDWLRQ��ZKLOH�SODFLQJ�VWURQJ�HPSKDVLV�RQ
FXOWXUDO� KHULWDJH� DQG� VRFLDO� LQFOXVLRQ�� ) XUWKHU�� WKH� 35) &0 � ,PSOHPHQWDWLRQ� 3ODQ� � � � � � � � � � � ZKLFK� WDNHV� D
SULRULWLVHG��VLPSOH�DQG�IOH[ LEOH�DSSURDFK�WR�DFWLRQ�WKH�SULQFLSOHV�DQG�FRPPLWPHQWV�RI�WKH�35) &0 ��7KH�3ODQ�ZDV
HQGRUVHG�E\ �WKH�) RUXP�2 ð FLDOV�&RPPLWWHH�LQ�� � � � �DQG�LQFOXGHV�ILYH�SULRULW\ �DFWLRQ�DUHDV��FRPSUHKHQVLYH�ULVN
DQG� YXOQHUDELOLW\ � DVVHVVPHQWV�� HVWDEOLVKPHQW� RI� D� &OLPDWH� 0 RELOLW\ � $FWLRQ� + XE�� 3HHU�WR�3HHU� H[ FKDQJHV� RQ
FOLPDWH�PRELOLW\ ��) LQDQFLQJ�QDWLRQDO�FOLPDWH�PRELOLW\ �DFWLRQV��2 YHUDOO��WKH�UHJLRQ�VHHNV�WLPHO\ ��HQKDQFHG�ILQDQFLDO
VXSSRUW�WKURXJK�PHFKDQLVPV�OLNH�WKH�3DFLILF�5HVLOLHQFH�) DFLOLW\ �WR�HQDEOH�Hï HFWLYH��DQWLFLSDWRU\ �DGDSWDWLRQ�DQG
SODQQHG� UHORFDWLRQ�� 7KHVH� DFWLRQV� GHPRQVWUDWH� D� FRPPLWPHQW� WR� EDODQFLQJ� XUJHQW� QHHGV� ZLWK� ORQJ�WHUP
UHVLOLHQFH��PDQDJLQJ�FOLPDWH�PRELOLW\ �ZLWK�D�IRFXV�RQ�FRPPXQLW\ �ZHOO�EHLQJ�DQG�FXOWXUDO�FRQWLQXLW\ ��

3DFLILF� JRYHUQPHQWV� DUH� SXUVXLQJ� FOLPDWH�LQGXFHG� SODQQHG� UHORFDWLRQ� WKURXJK� GLYHUVH� SROLFLHV�� LQLWLDWLYHV�� DQG
IXQGLQJ� PHFKDQLVPV�� RIWHQ� LQWHJUDWLQJ� FOLPDWH� PRELOLW\ � ZLWKLQ� EURDGHU� DGDSWDWLRQ� DQG� / RVV� 	 � ' DPDJH
VWUDWHJLHV�� RU� DGGUHVVLQJ� LW� LQGHSHQGHQWO\ �� ) DFLQJ� JURZLQJ� WKUHDWV� IURP� VHD�OHYHO� ULVH� DQG� H[ WUHPH� ZHDWKHU�
WKHVH�QDWLRQV�QDYLJDWH�FRPSOH[ �SROLF\ �DQG�ILQDQFLDO�FKDOOHQJHV�ZKLOH�VWULYLQJ�WR�SURWHFW�YXOQHUDEOH�FRPPXQLWLHV
DQG� SUHVHUYH� FXOWXUDO� LGHQWLW\ �� 7KHLU� YDULHG� DSSURDFKHV� XQGHUOLQH� D� VKDUHG� GHGLFDWLRQ� WR� PDQDJLQJ� FOLPDWH
PRELOLW\ �ZLWK�UHVLOLHQFH�DQG�FDUH��( [ DPSOHV�RI�GLï HUHQW�DSSURDFKHV�DUH�RXWOLQHG�EHORZ��

50 ,��' HYHORSLQJ�D�ZKLWH�SDSHU�RQ�SHUVSHFWLYHV�RI�FRPPXQLWLHV�DQG�WUDGLWLRQDO�OHDGHUV�RQ�SODQQHG
UHORFDWLRQ�WR�LQIRUP�JRYHUQPHQW��DQG�RXWOLQHV�UHORFDWLRQ�LQ�LWV�FHQWXU\ �VFDOH�CVXUYLYDO�SODQ
31 * ��' HYHORSLQJ�D�SODQQHG�UHORFDWLRQ�SROLF\ ��ZLWK�SULRU�H[ SHULHQFH�RI�WKH�&DUWHUHW�,VODQG�UHORFDWLRQV�DQG
RWKHU�ORFDWLRQV�
) LML��$OUHDG\ �LPSOHPHQWLQJ�D�FRPPXQLW\ �UHORFDWLRQ�62 3��DQG�RSHUDWHV�D�VSHFLDOLVHG�7UXVW�) XQG�
3DODX��1 $3�PDLQVWUHDPV�FOLPDWH�PRELOLW\ �FRQFHUQV��GLVSODFHPHQW��PLJUDWLRQ��SODQQHG�UHORFDWLRQ���DQG�KDV
FRPPLVVLRQHG�UHVHDUFK�WR�VXSSRUW�GHYHORSPHQW�SURFHVV�
7XYDOX��' UDIWLQJ�D�QDWLRQDO�DFWLRQ�SODQ�RQ�KXPDQ�PRELOLW\ �ZLWKLQ�WKH�FOLPDWH�FKDQJH�SROLF\ �
6RORPRQ�,VODQGV��2 ï HUV�� � � � �3ODQQHG�5HORFDWLRQ�* XLGHOLQHV�DQG�LV�FXUUHQWO\ �LQ�ILQDO�VWDJHV�RI�DQ�62 3�WR
LPSOHPHQW�WKH�SURFHVV�
9DQXDWX��2 SHUDWHV�D�FOLPDWH�DQG�GLVDVWHU�GLVSODFHPHQW�SROLF\ ��DQG�FOLPDWH�PRELOLW\ �IHDWXUHV�SURPLQHQWO\ �LQ
LWV�� � � � �/ RVV�	 �' DPDJH�3ROLF\ �DQG�,PSOHPHQWDWLRQ�3ODQ��DQG�LV�FXUUHQWO\ �GUDIWLQJ�SODQQHG�UHORFDWLRQ
JXLGHOLQHV�
1 DXUX��/ DXQFKHG�WKH�+ LJKHU�* URXQG�,QLWLDWLYH��DV�D�PDQDJHG�UHWUHDW�WR�KLJKHU�JURXQG�RQ�WKH�LVODQG�WKURXJK
D�� � � \ HDU�SODQ�WR�GHYHORS�WKH�XSSHU�HOHYDWLRQV�RI�WKH�LVODQG�

� �

,Q� VXPPDU\ �� 3DFLILF� H[ SHULHQFHV� XQGHUOLQH� WKDW� WKRURXJK� SODQQLQJ�� FRPPXQLW\ � FRQVHQW�� VHFXUH� ODQG�� DQG
VXVWDLQHG�VXSSRUW�DUH�WKH�LQJUHGLHQWV�RI�UHORFDWLRQ�VXFFHVV�q�DQG�WKHLU�DEVHQFH�DOPRVW�FHUWDLQO\ �OHDGV�WR�GHOD\ V
RU�IDLOXUHV��

6PDOO� ,VODQG� ' HYHORSLQJ� 6WDWHV� �6,' 6� � LQ� WKH� 3DFLILF� DUH� DFXWHO\ � YXOQHUDEOH� WR� FOLPDWH� FKDQJH�� QHFHVVLWDWLQJ
DGDSWDWLRQ� VWUDWHJLHV�� 7KHVH� UDQJH� IURP� SURWHFWLYH� PHDVXUHV� WR� SODQQHG� UHORFDWLRQ�� ,Q� UHVSRQVH�� WKH� 3DFLILF
,VODQG� ) RUXP� �3,) � � GHYHORSHG� DQG� HQGRUVHG� WKH� 3DFLILF� 5HJLRQDO� ) UDPHZRUN� RQ� &OLPDWH� 0 RELOLW\ � �35) &0 ��
RXWOLQLQJ�RYHUDUFKLQJ�SROLF\ �DSSURDFKHV�WKDW�UHTXLUH� IXUWKHU�SODQV�WR�GHOLYHU�LPSDFW��&OLPDWH�UHORFDWLRQV��DV�D
FRPSOH[ �DQG�HPHUJLQJ�ILHOG��ZLOO�UHTXLUH�Hï HFWLYH��FRQWH[ W�VSHFLILF�SODQQLQJ�DSSURDFKHV�DQG�VWURQJ�JRYHUQDQFH
VWUXFWXUHV�� DQG� LQ� WXUQ� Hï HFWLYH� LPSOHPHQWDWLRQ� RI� WKHVH� SODQV� ZLOO� UHTXLUH� DGHTXDWH� ILQDQFLQJ� SUHPLVHG� RQ
DFFXUDWH�DQG�FUHGLEOH�FRVW�HVWLPDWLRQV��

���F�����2�E�M�H�F�W�L�Y�H�����6�F�R�S�H�����0�H�W�K�R�G�����D�Q�G���6�W�U�X�F�W�X�U�H���R�I���W�K�L�V���3�R�O�L�F�\���%�U�L�H�I��



7KLV� DQDO\ VLV� UHSRUW� DGGUHVVHV� WKHVH� SUHVVLQJ� JDSV� E\ � RXWOLQLQJ� WKH� REMHFWLYH�� VFRSH�� DQG� PHWKRGRORJLHV
XQGHUSLQQLQJ� LWV� DQDO\ VLV�� ZLWK� WKH� FHQWUDO� UHVHDUFK� TXHVWLRQ�� + RZ� FDQ� 3DFLILF� JRYHUQPHQWV� V\ VWHPDWLFDOO\
HVWLPDWH� DQG� SODQ� IRU� WKH� ILQDQFLDO� FRVWV� RI� FOLPDWH�UHODWHG� SODQQHG� UHORFDWLRQV"� 5REXVW� DQVZHUV� WR� WKLV
TXHVWLRQ� DUH� FULWLFDO� IRU� WKH� IRUPXODWLRQ� RI� Hï HFWLYH�� IXOO\ � EXGJHWHG� SROLFLHV� WKDW� VDIHJXDUG� YXOQHUDEOH
FRPPXQLWLHV�DQG�XQGHUSLQ�ORQJ�WHUP�DGDSWDWLRQ�VWUDWHJLHV��DV�ZHOO�DV� IRU�WKH�SUDFWLFDO�LPSOHPHQWDWLRQ�RI�WKH
35) &0 ��

: KLOH� LQWHUQDWLRQDO� IUDPHZRUNV� SURPRWH� ULJKWV�EDVHG�� SDUWLFLSDWRU\ � UHORFDWLRQ�� 3DFLILF� JRYHUQPHQWV� FRQWLQXH
WR� IDFH� FKDOOHQJHV� LQ� UHOLDEO\ � HVWLPDWLQJ� WKH� IXOO� ILQDQFLDO� FRVWV� RI� VXFK� LQLWLDWLYHV�� 7KLV� RIWHQ� UHVXOWV� LQ� XQGHU�
EXGJHWLQJ�� XQGHUPLQLQJ� ERWK� LPSOHPHQWDWLRQ� DQG� FUHGLELOLW\ � ZKHQ� VHHNLQJ� H[ WHUQDO� IXQGLQJ�� $ � FRPSUHKHQVLYH
ILQDQFLDO�DVVHVVPHQW�LV�WKHUHIRUH�HVVHQWLDO��QRW�RQO\ �IRU�DFFXUDWH�EXGJHWLQJ�DQG�UHVRXUFH�DOORFDWLRQ��EXW�DOVR�WR
IDFLOLWDWH� PHDQLQJIXO� VWDNHKROGHU� GLDORJXH�� IRVWHU� VKDUHG� UHVSRQVLELOLW\ �� DQG� VXSSRUW� VXVWDLQDEOH� DGDSWDWLRQ
RXWFRPHV��

&RPPLVVLRQHG�E\ �WKH�3DFLILF�,VODQGV�) RUXP�6HFUHWDULDW��WKLV�UHSRUW�LV�WKH�PDLQ�RXWSXW�RI�D�FRQVXOWDQF\ �IRFXVHG
RQ� WKH� ILQDQFLDO� GLPHQVLRQV� RI� SODQQHG� UHORFDWLRQ� LQ� WKH� %OXH� 3DFLILF�� ,W� IRUPV� SDUW� RI� D� EURDGHU� SURJUDPPH
IXQGHG� E\ � WKH� 1 HZ� =HDODQG� 0 LQLVWU\ � RI� ) RUHLJQ� $ ï DLUV� DQG� 7UDGH�� ZLWK� OHDGHUVKLS� IURP� WKH� ,QWHUQDWLRQDO
2 UJDQL] DWLRQ� IRU� 0 LJUDWLRQ� �,2 0 ��� XQGHU� WKH� 3DFLILF� &OLPDWH� &KDQJH�� 0 LJUDWLRQ� DQG� + XPDQ� 6HFXULW\
�3&&0 + 6�� SURJUDPPH�� 7KH� SULQFLSDO� DLP� LV� WR� VXSSRUW� 3DFLILF� JRYHUQPHQWV� LQ� IRUPXODWLQJ� DQG� H[ HFXWLQJ
UREXVW�� IXQGDEOH�QDWLRQDO�SROLFLHV�IRU�FOLPDWH�PRELOLW\ ��VSHFLILFDOO\ �E\ �SURYLGLQJ�JXLGDQFH�RQ�SODQQHG�UHORFDWLRQ
WKDW�LV�YROXQWDU\ ��FRQVHQVXDO��DQG�QHJRWLDWHG�EHWZHHQ�FRPPXQLWLHV�DQG�VWDWH�DFWRUV���

: KLOH� WKH� UHSRUW� GRHV� QRW� DWWHPSW� WR� FRQVLGHU� FRPSHQVDWRU\ � DVSHFWV� IRU� ORVV� RI� ODQG� DQG� RWKHU� DVVHWV�
TXDQWLI\ �LQGLUHFW�HFRQRPLF�EHQHILWV�RU�IXOO\ �DGGUHVV�QRQ�ILQDQFLDO�FRQVLGHUDWLRQV��LW�SURYLGHV�SUDFWLFDO��FRQWH[ W�
VHQVLWLYH� JXLGDQFH� IRU� LQWHJUDWLQJ� WKH� ILQDQFLDO� FRVWV� RI� SODQQHG� UHORFDWLRQ� LQWR� QDWLRQDO� DGDSWDWLRQ� VWUDWHJLHV�
7KH� VWUXFWXUH� RI� WKH� UHSRUW� JXLGHV� UHDGHUV� WKURXJK� NH\ � FRQVLGHUDWLRQV�� UHVHDUFK� ILQGLQJV�� DQG� DFWLRQDEOH
UHFRPPHQGDWLRQV�IRU�WKH�ILQDQFLDO�DVVHVVPHQW�RI�FOLPDWH�PRELOLW\ �LQ�WKH�3DFLILF�UHJLRQ��

7KLV�UHSRUW
V�VFRSH�LV�QDUURZO\ �WDLORUHG�WR�SODQQHG�UHORFDWLRQ��RU�CUHWUHDW
��DV�GHILQHG�E\ �WKH�35) &0 ��IRFXVLQJ
RQ� VFHQDULRV� ZKHUH� UHORFDWLRQ� LV� D� GHOLEHUDWH�� FRQVHQVXDO� UHVSRQVH� WR� FOLPDWH� ULVN�� 7KH� DQDO\ VLV� HPSKDVLVHV
GLUHFW�EXGJHWDU\ �DQG� ILQDQFLDO�FRVWV�ZLWKLQ�DGDSWDWLRQ�SODQQLQJ��GHOLEHUDWHO\ �H[ FOXGLQJ�LQYROXQWDU\ �UHORFDWLRQV�
ZLGHU� PLJUDWLRQ� SDWWHUQV�� DQG� LQGLUHFW� RU� QRQ�ILQDQFLDO� LPSDFWV� RQ� QDWLRQDO� HFRQRPLHV�� 7KH� PHWKRGRORJLFDO
DSSURDFK� LV� PXOWL�IDFHWHG�� LW� V\ QWKHVLVHV� OLWHUDWXUH� DQG� GRFXPHQWDU\ � DQDO\ VLV�� LQWHJUDWHV� FRPSDUDWLYH� FDVH
VWXGLHV�� DQG� GUDZV� RQ� � � � VHPL�VWUXFWXUHG� LQWHUYLHZV� ZLWK� SROLF\ PDNHUV�� SUDFWLWLRQHUV�� GRQRUV�� DQG
RUJDQLVDWLRQDO� UHSUHVHQWDWLYHV�� $GGLWLRQDOO\ �� ZRUNVKRS� REVHUYDWLRQV� IURP� WKH� $SULO� � � � � � 35) &0
,PSOHPHQWDWLRQ�3ODQQLQJ�HYHQW�LQ�6XYD��) LML��FR�FRQYHQHG�E\ �8 1 ( 6&$3�DQG�3,) 6� ��DQG�IHHGEDFN�IURP�WKH�3DFLILF
7HFKQLFDO� : RUNLQJ� * URXS� RQ� + XPDQ� 0 RELOLW\ � �FR�FKDLUHG� E\ � ,2 0 � DQG� 3,) 6�� XQGHU� WKH� DXVSLFHV� RI� WKH� -RLQW
: RUNLQJ� * URXS� FR�FKDLUHG� E\ � WKH� JRYHUQPHQWV� RI� ) LML� DQG� 7XYDOX�� DQG� WKH� / RVV� 	 � ' DPDJH� LQ� 3DFLILF� 6,' 6
5HVHDUFK�6\ PSRVLXP� �FR�FRQYHQHG�E\ �63&�� ) LML�1 DWLRQDO�8 QLYHUVLW\ ��DQG�0 RQDVK�8 QLYHUVLW\ ���ERWK�6HSWHPEHU
� � � � ��KDYH�EHHQ�LQFRUSRUDWHG��

� �



0 RUH�EURDGO\ ��DFURVV�3DFLILF�6,' 6��HVWLPDWLQJ�WKHVH�FRVWV�LV� IDU� IURP�VWUDLJKWIRUZDUG�GXH�WR�WKH�PXOWL�IDFHWHG
QDWXUH�RI�SODQQHG�UHORFDWLRQV��ZKLFK�VSDQ�WKH�IXOO�OLIHF\ FOH�IURP�VLWH�LGHQWLILFDWLRQ�WR�ORQJ�WHUP�RSHUDWLRQV�DQG
PDLQWHQDQFH� �&DPSEHOO� HW� DO��� � � � � �� * HRUJHWRZQ� 8 QLYHUVLW\ � HW� DO��� � � � � � �� 5HORFDWLRQ� SURMHFW� FRVWV� DUH
URXWLQHO\ � XQGHUHVWLPDWHG�� OHDGLQJ� WR� ULJKWV�YLRODWLQJ� DQG� ZDVWHIXO� RXWFRPHV� LQ� VRPH� SURMHFWV� DQG� PLVXVH� RI
IXQGV� �) LQHJROG� 	 � %RZHU�� � � � � � �� 0 RUHRYHU�� WKH� ,3&&� � � � � � � � ZDUQV� WKDW� EHFDXVH� PDQ\ � VRFLDO� DQG� FXOWXUDO
ORVVHV�DUH�KDUG�WR�PRQHWL] H��FRQYHQWLRQDO�FRVWqEHQHILW�DQDO\ VLV�RIWHQ�XQGHUHVWLPDWHV�WKH�WUXH�FRVWV�RI�FOLPDWH
LPSDFWV�� 7KH� GLYHUVLW\ � RI� JHRJUDSKLFDO� VHWWLQJV�� ODQG� WHQXUH� V\ VWHPV�� DQG� KD] DUG� SURILOHV� PHDQV� WKDW� IODW� RU
KDUPRQLVHG� FRVW� EHQFKPDUNV� DUH� RIWHQ� PLVOHDGLQJ�� DQG� VXEVWDQWLDO� QRQ�HFRQRPLF� ORVVHV�� VXFK� DV� LPSDFWV� RQ
FXOWXUDO� KHULWDJH� DQG� HFRV\ VWHP� VHUYLFHV�� DUH� GLð FXOW� WR� LQWHJUDWH� LQWR� IRUPDO� FRVW�EHQHILW� DVVHVVPHQWV
�&KDQGUD�HW�DO���� � � � ��8 1 ) &&&��� � � � � ��

&OLPDWH�PRELOLW\ �LQ�WKH�3DFLILF�,VODQGV�LV�LQFUHDVLQJO\ �UHFRJQLVHG�DV�D�PXOWL�GLPHQVLRQDO�SKHQRPHQRQ�VKDSHG�E\
HQYLURQPHQWDO� SUHVVXUHV�� GHPRJUDSKLF� G\ QDPLFV�� DQG� VRFLR�FXOWXUDO� IDFWRUV� �%ODFN� HW� DO��� � � � � �� $GJHU� HW� DO��
� � � � � �� 5LVLQJ� VHD� OHYHOV�� HFRV\ VWHP� GHJUDGDWLRQ�� DQG� H[ WUHPH� ZHDWKHU� HYHQWV� KDYH� DFFHOHUDWHG� LQWHUQDO� DQG
FURVV�� ERUGHU� PLJUDWLRQ�� ZLWK� SODQQHG� UHORFDWLRQ� HPHUJLQJ� DV� D� FULWLFDO� DGDSWDWLRQ� VWUDWHJ\ � IRU� DWROO� DQG� UHHI
FRPPXQLWLHV� �$OEHUW�HW�DO��� � � � � ��&RQQHOO�� � � � � � �� 5HORFDWLRQ�LV�QRW�RQO\ �D�WHFKQLFDO�RU�ORJLVWLFDO�H[ HUFLVH�EXW
DOVR� D� GHHSO\ � VRFLDO� SURFHVV�� HQWDLOLQJ� FRPSOH[ � QHJRWLDWLRQV� DURXQG� ODQG�� LGHQWLW\ �� DQG� OLYHOLKRRGV� �&DPSEHOO�
� � � � �� %DUQHWW� 	 � 0 F0 LFKDHO�� � � � � �� &RQQHOO�� � � � � � �� 7KLV� VHFWLRQ� LV� VWUXFWXUHG� DURXQG� WKUHH� NH\ � VXE�VHFWLRQV�
ILUVWO\ �� WKH� IUDPLQJ� RI� WKH� FRVWLQJ� FKDOOHQJH�� VHFRQGO\ �� WKH� ILQDQFLQJ� FKDOOHQJH�� DQG� WKLUGO\ �� WKH� FURVV�FXWWLQJ
FRPSOH[ LWLHV�LGHQWLILHG�LQ�WKH�UHVHDUFK��HDFK�RI�ZKLFK�LV�H[ SORUHG�LQ�GHWDLO�EHORZ��

( [ SORULQJ� WKH� FKDOOHQJH� RI� FRVWLQJ� FOLPDWH�LQGXFHG� UHORFDWLRQV� DQG� UHWUHDW� LQ� 3DFLILF� 6,' 6� UHYHDOV� D� FRPSOH[
ODQGVFDSH�PDUNHG�E\ �PHWKRGRORJLFDO��SUDFWLFDO��DQG�HWKLFDO�GLð FXOWLHV��7KH�,QWHUJRYHUQPHQWDO�3DQHO�RQ�&OLPDWH
&KDQJH� �,3&&��KDV�GHILQHG�DGDSWDWLRQ�FRVWV�DV�HQFRPSDVVLQJ�DOO�H[ SHQGLWXUHV�LQYROYHG�LQ�SODQQLQJ��SUHSDULQJ�
IDFLOLWDWLQJ�� DQG� LPSOHPHQWLQJ� DGDSWDWLRQ� DFWLRQV� �LQFOXGLQJ� WUDQVLWLRQ� FRVWV��� ZKLOH� DGDSWDWLRQ� EHQHILWV� DUH
XQGHUVWRRG�DV�WKH�GDPDJHV�DYRLGHG�RU�DGYDQWDJHV�JDLQHG�DIWHU�LPSOHPHQWLQJ�DGDSWDWLRQ�PHDVXUHV��8 1 ) &&&�
� � � � � �� 6WUDWHJLF� FKRLFHV� RI� KRZ� WR� UHVSRQG� WR� VHD�OHYHO� ULVH� KDYH� VRFLDO�� FXOWXUDO�� SROLWLFDO�� DQG� HFRQRPLF
DVSHFWV�� ,0 ) � SURMHFWLRQV�� IRU� LQVWDQFH�� KLJKOLJKW� WKDW� ) LML� IDFHV� VLJQLILFDQW� FKDOOHQJHV� IURP� VHD�OHYHO� ULVH�� ZKLFK
FRXOG�FDXVH�DQQXDO�HFRQRPLF�ORVVHV�DYHUDJLQJ� � �� � �RI�* ' 3� IURP� � � � � �WR�� � � � ��DQG�ZKLOH�ZLGHVSUHDG�FRDVWDO
SURWHFWLRQ�PHDVXUHV�OLPLW�GDPDJHV��WKH\ �DUH�FRVWO\ �DQG�PD\ �QRW�\ LHOG�VLJQLILFDQW�QHW�VDYLQJV��+ RZHYHU��SODQQHG
UHORFDWLRQV�FDQ�LQVWHDG�UHGXFH�QHW�FRVWV�E\ �RYHU�� � � ��0 DVVHWWL��� � � � � ��$OWKRXJK�SODQQHG�UHORFDWLRQV�DUH�D�ODVW
UHVRUW�RSWLRQ� IRU�PDQ\ �VWDNHKROGHUV��ZHOO�LQIRUPHG� ILVFDO�SROLF\ �FKRLFHV�UHTXLUH�FDUHIXO�FRQVLGHUDWLRQV�RI�WKH
FRVWV��EHQHILWV��DQG�ULVNV�RI�DOO�DYDLODEOH�DGDSWDWLRQ�RSWLRQV��

�������3�U�R�E�O�H�P���$�Q�D�O�\�V�L�V��

���D�����)�U�D�P�L�Q�J���W�K�H���&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q���&�R�V�W�L�Q�J���&�K�D�O�O�H�Q�J�H��

&DVH�VWXGLHV�FRQVLVWHQWO\ �GHPRQVWUDWH�WKDW�XQGHU�UHVRXUFLQJ�� IUDJPHQWHG�VXSSRUW��DQG�WKH�ODFN�RI�PXOWL�\ HDU�
FURVV�VHFWRUDO� EXGJHWLQJ� FDQ� XQGHUPLQH� WKH� Hï HFWLYHQHVV� RI� UHORFDWLRQ� Hï RUWV� DQG� PD\ � HYHQ� WULJJHU� IXUWKHU
GLVSODFHPHQW��&RQQHOO��� � � � ��-RKQVRQ�HW�DO���� � � � � ��6XFFHVV�LQ�WKHVH�LQLWLDWLYHV�KLQJHV�RQ�SDUWLFLSDWRU\ �GHFLVLRQ�
PDNLQJ�� UHVSHFW� IRU� FXVWRPDU\ � ODQG� QHJRWLDWLRQV�� DQG� VXVWDLQHG� VXSSRUW� IRU� OLYHOLKRRGV� EH\ RQG� WKH� PHUH
SK\ VLFDO�PRYHPHQW�RI�FRPPXQLWLHV��%LUN��� � � � ��&DPSEHOO�HW�DO���� � � � � ��&UXFLDOO\ ��WKH�OHJLWLPDF\ �DQG�FRQVHQW�RI
Dï HFWHG� SRSXODWLRQV� GHSHQG� RQ� H[ SOLFLW� EXGJHWLQJ� IRU� FXOWXUDO� DQG� FRPPXQLW\ � HQJDJHPHQW� WKURXJKRXW� WKH
SURFHVV� �-DQLI� HW� DO��� � � � � �� 5DH�� � � � � � �� ( PSLULFDO� HYLGHQFH� SRLQWV� WR� D� UHFXUULQJ� XQGHUHVWLPDWLRQ� RI� FRVWV�
SDUWLFXODUO\ � UHJDUGLQJ� ODQG� WHQXUH� UHVROXWLRQ�� FRPSHQVDWLRQ� IRU� ORVVHV�� DQG� UHVWRUDWLRQ� RI� VRFLDO� VHUYLFHV
�&DPSEHOO��� � � � ��%LUN��� � � � � ��

7R�DGGUHVV�WKHVH�FKDOOHQJHV��PXOWL�VHFWRU�DQG�VWDJHG�EXGJHWLQJ�DSSURDFKHV�DUH�HVVHQWLDO��HQVXULQJ�WKDW�LQWHULP
kEULGJHy�VHUYLFHV��VXFK�DV�WUDQVSRUW�DQG�FKLOGFDUH��DUH�LQFOXGHG�VR�WKDW�UHORFDWLRQV�DUH�QRW�OHIW�LQFRPSOHWH�RU
XQVXVWDLQDEOH� �<HH� HW� DO��� � � � � � �� 7KH� SUHVHUYDWLRQ� RI� FXOWXUDO� KHULWDJH� DQG� VDFUHG� VLWHV� DW� QHZ� ORFDWLRQV� DGGV
IXUWKHU� FRPSOH[ LW\ � DQG� FRVW�� QHFHVVLWDWLQJ� WDLORUHG� VLWH� GHVLJQV� DQG� ILQDQFLQJ� VWUDWHJLHV� �* DWLVR� HW� DO��� � � � � � �
7KH��

� �



&KDOOHQJH�$VSHFW��

7KH�OLWHUDWXUH� IXUWKHU�XQGHUVFRUHV�WKH�QHHG� IRU�SUHGLFWDEOH�DQG� IOH[ LEOH� IXQGLQJ�WR�PDQDJH�WUDQVDFWLRQ�KHDY\
SURFHVVHV� OLNH� ODQG� QHJRWLDWLRQV� DQG� SKDVHG� VHUYLFH� SURYLVLRQ� �%LUN�� � � � � �� &HQWHU� IRU� ( [ FHOOHQFH� LQ� ' LVDVWHU
0 DQDJHPHQW� 	 � + XPDQLWDULDQ� $VVLVWDQFH�� Q�G�� �� DQG� LW� UHFRPPHQGV� WKH� LQWHJUDWLRQ� RI� QRQ�HFRQRPLF� ORVV� DQG
GDPDJH� �1 ( / ' � �FRQVLGHUDWLRQV�LQWR�QDWLRQDO�DGDSWDWLRQ�SODQV�WR�VDIHJXDUG�FXOWXUDO�FRQWLQXLW\ � �&KDQGUD�HW�DO��
� � � � � ��

7KH�. DOGRU�&HQWUH�3ULQFLSOHV�RQ�&OLPDWH�0 RELOLW\ �HPSKDVLVH�WKH�QHHG�IRU�VXVWDLQDEOH�ILQDQFLQJ�WR�HQVXUH�PRUH
Hï HFWLYH� UHVSRQVHV� WR� FOLPDWH� PRELOLW\ � �0 F$GDP� 	 � : RRG�� � � � � � �� + RZHYHU�� 3DFLILF� 6,' 6� IDFH� D� VLJQLILFDQW
FOLPDWH� ILQDQFLQJ� JDS�� UHFHLYLQJ� RQO\ � D� IUDFWLRQ� RI� WKH� UHVRXUFHV� UHTXLUHG� IRU� Hï HFWLYH� DGDSWDWLRQ� DQG
FRPPXQLW\ �UHORFDWLRQ�� ,Q� � � � � ��6,' 6�FROOHFWLYHO\ �VHFXUHG�DSSUR[ LPDWHO\ � � �� �ELOOLRQ�8 6' �LQ�LQWHUQDWLRQDO�SXEOLF
DGDSWDWLRQ�ILQDQFH��ZKLFK�UHSUHVHQWV�RQO\ �DERXW�� � �RI�JOREDO�DGDSWDWLRQ�IXQGLQJ�DQG�LV�ZRHIXOO\ �LQDGHTXDWH��RQ
WKH�RUGHU�RI�RQH�VL[ WK�RI�HVWLPDWHG�QHHGV��1 DUDQ�HW�DO���� � � � ��/ HH�HW�DO���� � � � � ��,Q�WKH�3DFLILF�UHJLRQ�VSHFLILFDOO\ �
FOLPDWH� ILQDQFH� IORZV� KDYH� DYHUDJHG� RQO\ � DERXW� 8 6' � � � � � PLOOLRQ� SHU� \ HDU� EHWZHHQ� � � � � � DQG� � � � � �� IDOOLQJ� IDU
VKRUW�RI�DQ�HVWLPDWHG�� �ELOOLRQ�8 6' �SHU�\ HDU�QHHGHG�WR�PHHW�LGHQWLILHG�DGDSWDWLRQ�DQG�UHORFDWLRQ�UHTXLUHPHQWV
WKURXJK� � � � � � �3,) 6�� � � � � � �� ( YHQ� VPDOO�VFDOH� FRPPXQLW\ � UHORFDWLRQV�� VXFK� DV� WKH� UHORFDWLRQ� RI� 9XQLGRJRORD
YLOODJH� LQ� ) LML�� KDYH� LQFXUUHG� VXEVWDQWLDO� FRVWV�� XQGHUVFRULQJ� WKH� QHHG� IRU� UREXVW� FRVWLQJ� PHWKRGRORJLHV� DQG
VXVWDLQDEOH�

���E�����)�U�D�P�L�Q�J���W�K�H���&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q���)�L�Q�D�Q�F�L�Q�J���&�K�D�O�O�H�Q�J�H��

&RPSUHKHQVLYH�FRVW�DVVHVVPHQWV�PXVW�HQFRPSDVV�DOO�SKDVHV�RI�UHORFDWLRQ�q�IURP
VLWH� LGHQWLILFDWLRQ� DQG� ODQG� DFTXLVLWLRQ�� WKURXJK� KRXVLQJ� FRQVWUXFWLRQ� DQG
OLYHOLKRRG� UHVWRUDWLRQ�� WR� ORQJ�WHUP� RSHUDWLRQV� DQG� PDLQWHQDQFH� RI� QHZ� VLWHV�
&RVW� HVWLPDWHV� VKRXOG� EH� UHYLVLWHG� RYHU� WLPH� DQG� LQFOXGH� H[ SHQVHV� IRU
JRYHUQDQFH��RQJRLQJ�PRQLWRULQJ��DQG�WKH�FORVXUH�RU�UHKDELOLWDWLRQ�RI�RULJLQDO�VLWHV
WR�DYRLG�HQYLURQPHQWDO�RU�VRFLDO�EOLJKW��) LQHJROG�	 �%RZHU��� � � � � ��

7DEOH�� ��0 DLQ�UHVLGXDO�FKDOOHQJHV�IRU�FRVWLQJ�SODQQHG�UHORFDWLRQV�

( VWLPDWLQJ
ZKROH�RI�OLIHF\ FOH
FRVWV�

' HVFULSWLRQ

&RVWV�YDU\ �ZLGHO\ �GHSHQGLQJ�RQ�FRQWH[ W�q�LQFOXGLQJ�WKH�QXPEHU�RI�FRPPXQLWLHV
RU�DVVHWV�WR�PRYH��WKH�GLVWDQFH�UHORFDWHG��UXUDO�YHUVXV�XUEDQ�VHWWLQJV��ODQG�WHQXUH
DUUDQJHPHQWV�� DQG� ORFDO� KD] DUG� SURILOHV�� 7\ SRORJ\ �VSHFLILF� FRVW� SDUDPHWHUV� DUH
QHFHVVDU\ � WR� DYRLG� PLVOHDGLQJ� JHQHUDOLVDWLRQV�� D� kRQH�VL] H�ILWV�DOOy� FRVWLQJ
DSSURDFK�FDQ�REVFXUH�IDFWRUV�WKDW�GUDPDWLFDOO\ �LQFUHDVH�H[ SHQVHV��&RQQHOO��� � � � �
-RKQVRQ�HW�DO���� � � � � ��

&RQWH[ WXDO
GLï HUHQFHV�DV
VLJQLILFDQW�FRVW
GULYHUV

3ODQQHG� UHORFDWLRQ� LQYDULDEO\ � LQYROYHV� QRQ�HFRQRPLF� LPSDFWV� VXFK� DV� WKH� ORVV� RI
FXOWXUDO� KHULWDJH�� FRPPXQLW\ � LGHQWLW\ �� WUDGLWLRQDO� NQRZOHGJH�� KHDOWK� LPSDFWV�� DQG
HFRV\ VWHP� VHUYLFHV�� 7KHVH� ORVVHV� DUH� GLð FXOW� WR� PRQHWLVH� EXW� PXVW� EH
DFNQRZOHGJHG�DQG��ZKHUH�SRVVLEOH��LQFOXGHG�LQ�WRWDO�FRVW�DFFRXQWLQJ�DQG�GHFLVLRQ�
PDNLQJ�� 1 HJOHFWLQJ� WKHVH� IDFWRUV� FDQ� OHDG� WR� FRPPXQLW\ � UHVLVWDQFH� RU
PDODGDSWDWLRQ��&KDQGUD�HW�DO���� � � � � ��

$FFRXQWLQJ�IRU
LQKHUHQW�QRQ�
HFRQRPLF�ORVVHV�

7KH� WLPH� KRUL] RQ� RI� SODQQHG� UHORFDWLRQ� SURMHFWV� DGGV� FRPSOH[ LW\ � WR� FRVW
FRPSDULVRQV�� 5HORFDWLRQ� FRVWV� DQG� EHQHILWV� DFFUXH� RYHU� DQ� H[ WHQGHG� SHULRG�
FRPSOLFDWLQJ� GLUHFW� FRPSDULVRQ� ZLWK� DGDSWDWLRQ� PHDVXUHV� LPSOHPHQWHG� LQ�SODFH�
$FFRXQWLQJ� IRU� WKH� WLPH�YDOXH� RI� PRQH\ � �H�J��� WKURXJK� GLVFRXQWHG� FDVK� IORZ
DQDO\ VLV��LV�FUXFLDO�ZKHQ�HYDOXDWLQJ�WKH�ORQJ�WHUP�HFRQRPLF�Hð FLHQF\ �RI�UHORFDWLRQ
RU�UHWUHDW�YHUVXV�RQJRLQJ�LQ�VLWX�DGDSWDWLRQ��8 1 ) &&&��� � � � � ��

7LPH�YDOXH�RI
PRQH\ �LQ
UHORFDWLRQ�YV��LQ�
VLWX�DGDSWDWLRQ�

� �

%DVHG�RQ�WKH�UHVHDUFK��WKH� IROORZLQJ�NH\ �DVSHFWV�UHSUHVHQW�SHUVLVWHQW�FKDOOHQJHV�LQ�DFFXUDWHO\ �HVWLPDWLQJ�WKH
FRVWV�RI�SODQQHG�FRPPXQLW\ �UHORFDWLRQV�



* UDQW�EDVHG� ILQDQFH� LV� FULWLFDO� IRU� DGGUHVVLQJ� WKH� IXOO� OLIHF\ FOH� RI� FOLPDWH� UHORFDWLRQ�� SDUWLFXODUO\ � IRU� FRYHULQJ
QRQ�HFRQRPLF� ORVVHV� DQG� kVRIWy� FRVWV� VXFK� DV� FXOWXUDO� SUHVHUYDWLRQ�� SV\ FKRVRFLDO� VXSSRUW�� DQG� PHDQLQJIXO
FRPPXQLW\ � HQJDJHPHQW�� 7UDGLWLRQDO� DGDSWDWLRQ� IXQGLQJ� IUDPHZRUNV� RIWHQ� RYHUORRN� WKHVH� H[ SHQVHV�� \ HW� WKH\
DUH�HVVHQWLDO�IRU�XSKROGLQJ�WKH�GLJQLW\ �DQG�ULJKWV�RI�UHORFDWHG�FRPPXQLWLHV��) LQHJROG�	 �%RZHU��� � � � � ��5HVHDUFK
HPSKDVLVHV� WKDW� UHORFDWLRQ� LV� QRW� VLPSO\ � DQ� HQJLQHHULQJ� RU� LQIUDVWUXFWXUH� FKDOOHQJH�� EXW� D� ULJKWV�EDVHG�
WUDQVIRUPDWLRQDO�SURFHVV�WKDW�UHTXLUHV�SURJUDPPDWLF��PXOWL�\ HDU�LQYHVWPHQWV�LQ�SHRSOH�DQG�LQVWLWXWLRQV��%RZHU
HW� DO��� � � � � �� ) LQHJROG� 	 � %RZHU�� � � � � � �� ,Q� WKLV� FRQWH[ W�� GLUHFW�DFFHVV� IXQGLQJ� PRGHOV� �ZKLFK� DOORZ� ORFDO� RU
UHJLRQDO� HQWLWLHV� WR� DFFHVV� IXQGV� GLUHFWO\ �� DQG� WKH� LQYROYHPHQW� RI� UHJLRQDO� RUJDQLVDWLRQV� KDYH� SURYHQ� PRUH
Hï HFWLYH� LQ� FHQWULQJ� ORFDO� SULRULWLHV�� UHGXFLQJ� WUDQVDFWLRQ� FRVWV�� DQG� VXSSRUWLQJ� VXVWDLQDEOH� RXWFRPHV
�0 DQXDPRUQ�	 �%LHVEURHN��� � � � � ��7KHVH�DSSURDFKHV�FDQ�HPSRZHU�FRPPXQLW\ �DJHQFLHV�DQG�HQVXUH�WKDW�IXQGLQJ
LV�PRUH�UHVSRQVLYH�WR�RQ�WKH�JURXQG�QHHGV��

6XFFHVVIXO� UHORFDWLRQ� ILQDQFLQJ� LQ� WKH� 3DFLILF� W\ SLFDOO\ � FRPELQHV� JUDQWV�� KLJKO\ � FRQFHVVLRQDO� ORDQV�� DQG
FRPPXQLW\ �OHG� UHVRXUFH� PRELOLVDWLRQ�� ' RPHVWLF� FRQWULEXWLRQV�� LQFOXGLQJ� VXSSRUW� IURP� FLYLO� VRFLHW\ �� GLDVSRUD
FRPPXQLWLHV�� DQG� IDLWK�EDVHG� QHWZRUNV�� KDYH� EHHQ� XVHG� WR� VXSSOHPHQW� SXEOLF� IXQGV� DQG� ILOO� FULWLFDO� JDSV� LQ
UHORFDWLRQ� SURMHFWV� �) DUPHU�� � � � � �� / LQRV�� � � � � � �� ,QWHJUDWHG�� SURJUDPPDWLF� DSSURDFKHV� WR� IXQGLQJ�� VXFK� DV
SRROHG� QDWLRQDO� WUXVW� IXQGV� DQG� SKDVHG� EXGJHW� DOORFDWLRQV�� KHOS� WR� GH�ULVN� FR�ILQDQFLQJ� DUUDQJHPHQWV� DQG
HQVXUH�WKDW�ORQJ�WHUP�RSHUDWLRQV�DQG�PDLQWHQDQFH�DUH�FRYHUHG�RQFH�FRPPXQLWLHV�KDYH�PRYHG��7KURXJKRXW�
WKH�LPSRUWDQFH�RI�GHEW�VXVWDLQDELOLW\ �LV�HPSKDVLVHG��3DFLILF�6,' 6�UHTXLUH�D�KLJK�SURSRUWLRQ�RI�JUDQW�IXQGLQJ�RU
YHU\ � VRIW� ORDQV� IRU� UHORFDWLRQV� WR� DYRLG� H[ DFHUEDWLQJ� ILVFDO� VWUHVV� DQG� GHEW� EXUGHQV� �* DYLULD� %HWDQFXU�� � � � � �
) RXDG� HW� DO��� � � � � � �� 8 OWLPDWHO\ �� SODQQHG� UHORFDWLRQ� VKRXOG� EH� WUHDWHG� DV� D� SRUWIROLR�EDVHG� SXEOLF� LQYHVWPHQW
DQG� D� IRUP� RI� VRFLDO� SURWHFWLRQ�� 7KLV� PHDQV� PDWFKLQJ� IXQGLQJ� VRXUFHV� WR� VSHFLILF� FRVW� W\ SHV� �LQIUDVWUXFWXUH�
OLYHOLKRRGV�� VRFLDO� VXSSRUW�� HWF�� � DQG� GHOLYHULQJ� ILQDQFH� WKURXJK� PHFKDQLVPV� WKDW� PDLQWDLQ� FRPPXQLW\ � DJHQF\
DQG�DFFRXQWDELOLW\ �DW�HYHU\ �VWDJH��) DUPHU��� � � � ��/ LQRV��� � � � � ��

) UDJPHQWHG�DQG�XQFRRUGLQDWHG�ILQDQFLQJ�UHPDLQV�D�PDMRU�EDUULHU�WR�FOLPDWH�LQGXFHG�UHORFDWLRQV�LQ�WKH�3DFLILF�
ZLWK�IXQGV�RIWHQ�GLYLGHG�DFURVV�QDWLRQDO�EXGJHWV��KXPDQLWDULDQ�DLG��GHYHORSPHQW�DVVLVWDQFH��DQG�JOREDO�FOLPDWH
IXQGV�� 7KHVH� VRXUFHV� UDUHO\ � DOLJQ� ZLWK� WKH� PXOWL�\ HDU� WLPHOLQHV� UHTXLUHG� IRU� UHORFDWLRQ� SURMHFWV�� UHVXOWLQJ� LQ
SLHFHPHDO� VXSSRUW�� $FFHVV� WR� DYDLODEOH� ILQDQFH� LV� IUHTXHQWO\ � KLQGHUHG� E\ � FRPSOH[ � HOLJLELOLW\ � FULWHULD�� RQHURXV
DGPLQLVWUDWLYH� UHTXLUHPHQWV�� DQG� D� ODFN� RI� WDLORUHG� ILQDQFLDO� LQVWUXPHQWV� IRU� PXOWL�\ HDU� UHORFDWLRQ� SLSHOLQHV
�2 ZHQV�HW�DO���� � � � ��5REHUWV�	 �: HLNPDQV��� � � � � ��$V�D�UHVXOW��PDQ\ �3DFLILF�JRYHUQPHQWV�VWUXJJOH�WR�DFFHVV�WKH
IXQGV� RQ� SDSHU�� FDXVLQJ� GHOD\ V� LQ� UHORFDWLRQ� SODQQLQJ� DQG� LPSOHPHQWDWLRQ�� 7KH� * UHHQ� &OLPDWH� ) XQG� �* &) � �
ZKLOH�FHQWUDO�WR�UHJLRQDO�FOLPDWH�ILQDQFH�Hï RUWV��WHQGV�WR�IDYRXU�ODUJHU�SURMHFWV��PDNLQJ�LW�GLð FXOW�IRU�VPDOOHU�
FRPPXQLW\ �OHG�UHORFDWLRQ�LQLWLDWLYHV�WR�VHFXUH�VXSSRUW��3,) 6��� � � � � ��DQG�IHZ �LI�DQ\ �FRPPXQLW\ �UHORFDWLRQV�KDYH
EHHQ�DSSURYHG�XQGHU�* &) �WR�GDWH��7KLV� IUDJPHQWDWLRQ�DQG�PLVPDWFK�LQ� ILQDQFLQJ�VORZ�GRZQ�LPSOHPHQWDWLRQ�
GLPLQLVK� ORFDO� Hï HFWLYHQHVV�� DQG� RIWHQ� OHDYH� FUXFLDO� SRVW�UHORFDWLRQ� FRVWV� �VXFK� DV� OLYHOLKRRG� SURJUDPV� DQG
PDLQWHQDQFH�RI�QHZ�LQIUDVWUXFWXUH��XQGHUIXQGHG��

&OLPDWH�LQGXFHG� UHORFDWLRQV� DQG� SODQQHG� UHWUHDWV� LQ� 3DFLILF� 6,' 6� IDFH� SHUVLVWHQW� DQG� FRPSOH[ � ILQDQFLQJ
FKDOOHQJHV�� DV� UHYHDOHG� WKURXJK� SULPDU\ � UHVHDUFK�� VWDNHKROGHU� HQJDJHPHQW�� DQG� D� UHYLHZ� RI� WKH� OLWHUDWXUH�
' HVSLWH� JURZLQJ� UHFRJQLWLRQ� RI� WKH� QHHG� IRU� VWUDWHJLF�� FRPPXQLW\ �OHG� DSSURDFKHV�� VHYHUDO� FULWLFDO� LVVXHV
FRQWLQXH�WR�LPSHGH�Hï HFWLYH�DQG�VXVWDLQDEOH�IXQGLQJ�IRU�WKHVH�SURFHVVHV��7KH�IROORZLQJ�SRLQWV�VXPPDULVH�NH\
EDUULHUV�WKDW�XQGHUPLQH�WKH�FUHGLELOLW\ ��OHJLWLPDF\ ��DQG�RSHUDWLRQDO�YLDELOLW\ �RI�FOLPDWH�UHORFDWLRQ�LQLWLDWLYHV�LQ
WKH�UHJLRQ��

� �

VXVWDLQDEOH� IXQGLQJ� IUDPHZRUNV� �&KDUDQ�HW�DO��� � � � � � �� : KLOH�PXOWLODWHUDO�GHYHORSPHQW�EDQNV��ELODWHUDO�GRQRUV�
DQG�GHGLFDWHG�FOLPDWH�IXQGV�GR�FRQWULEXWH�WR�3DFLILF�FOLPDWH�DGDSWDWLRQ�ILQDQFH��WKH�FXUUHQW�PL[ �RI�JUDQWV�DQG
ORDQV� LV� QRW� VXð FLHQW� WR� DGGUHVV� WKH� VFDOH� RU� FRPSOH[ LW\ � RI� UHORFDWLRQ� QHHGV� LQ� WKH� UHJLRQ� �* ROGILQFK� 	
+ XFNVWHS��� � � � ��7KRUQWRQ��� � � � � ��



7DEOH�� ��6XPPDU\�RI�. H\ �&OLPDWH�5HORFDWLRQ�)LQDQFLQJ�%DUULHUV�

7KLQO\ �VSUHDG��ODFNLQJ�VFDODELOLW\ �RU�VXVWDLQHG�LPSDFW�IRU�FRPSUHKHQVLYH�UHORFDWLRQ
SURJUDPPHV��5REHUWV�	 �: HLNPDQV��� � � � � �

1 DWLRQDO
) XQGLQJ
,QVWUXPHQWV�

0 ' %
&RQVWUDLQWV�

) UDJPHQWHG�) LQDQFLQJ�

3XUSRVH�EXLOW
) LQDQFLDO
,QVWUXPHQWV�

) XQGLQJ� IRU� FOLPDWH� UHORFDWLRQV� LV� IUDJPHQWHG� DFURVV� QDWLRQDO� EXGJHWV�
KXPDQLWDULDQ� UHOLHI�� GHYHORSPHQW� DLG�� FOLPDWH� IXQGV�� UDUHO\ � DOLJQHG� WR� VXSSRUW
PXOWL�\ HDU� SODQV�� FRPSOLFDWHV� SODQQLQJ�� VHTXHQFLQJ�� FRVW� FRQWURO�� OHDGV� WR� GHOD\ V�
XQFHUWDLQW\ ��5REHUWV�	 �: HLNPDQV��� � � � � �

' RPHVWLF�PHFKDQLVPV� �H�J�� ) LML
V�&OLPDWH�5HORFDWLRQ�DQG� ' LVSODFHG�3HRSOHV�7UXVW
) XQG�� SRRO� JRYHUQPHQW� DQG� GRQRU� UHVRXUFHV�� KHOS� GH�ULVN� FR�ILQDQFLQJ�� VXVWDLQ
ORQJ�WHUP�RSHUDWLRQV��Hï HFWLYHQHVV�FRQVWUDLQHG�E\ �OLPLWHG�ILVFDO�VSDFH��LQWHJUDWLRQ
FKDOOHQJHV��* RYHUQPHQW�RI�) LML��� � � � � �

0 ' %V� HQJDJLQJ� LQ� UHVLOLHQFH�DGDSWDWLRQ�� EXW� VXSSRUW� KDPSHUHG� E\ � VPDOO� VFDOH�
FRPSOH[ � ODQG� WHQXUH�� VDIHJXDUG� UHTXLUHPHQWV�� ODFN� RI� PDQGDWHV� RU� WDLORUHG
SURGXFWV�� VORZ� SURJUHVV� WRZDUG� SURJUDPPDWLF� IXQGLQJ�� IOH[ LEOH� HOLJLELOLW\ �� 3DFLILF
6,' 6� ODFN� UREXVW�� GHGLFDWHG� 0 ' %�EDFNHG� ILQDQFLQJ� �* ROGILQFK� 	 � + XFNVWHS�� � � � � �
2 ZHQV�HW�DO���� � � � �

&KDOOHQJH�$VSHFW

/ RZ�4 XDOLW\ �	
8 QSUHGLFWDEOH
) XQGLQJ�) ORZV�

1 RQ�( FRQRPLF
/ RVVHV�	 �6RFLDO
6DIHJXDUGV�

0 RVW� FOLPDWH� ILQDQFH� LQVWUXPHQWV� GR� QRW� SURYLGH� IRU� QRQ�HFRQRPLF� ORVVHV
�FXOWXUDO� KHULWDJH�� VRFLDO� FRKHVLRQ�� LGHQWLW\ ��� ODFN� EXGJHW� OLQHV� IRU� VRFLDO
VDIHJXDUGV�FRPPXQLW\ �VXSSRUW��KLGGHQ�FRVWV�ERUQH�E\ �FRPPXQLWLHV��XQGHUPLQLQJ
OHJLWLPDF\ �VXVWDLQDELOLW\ ��) LQHJROG�	 �%RZHU��� � � � � �

) LQDQFH� WHQGV� WR� EH� SURMHFW�EDVHG�� VKRUW�WHUP�� XQSUHGLFWDEOH�� QRW� WLHG� LQWR
DGDSWDWLRQ� SODQV�VHFWRUDO� EXGJHWV�� ODFN� RI� PXOWL�\ HDU� ILQDQFLQJ� LV� D� EDUULHU� WR
FUHGLEOH� UHORFDWLRQ� SLSHOLQHV�� FRVW� FRQWURO�� DG� KRF� IXQGLQJ� XQGHUPLQHV� SODQQLQJ�
FRPPXQLW\ � FRQILGHQFH�� LQFUHDVHV� ULVN� RI� PDODGDSWDWLRQ�VWUDQGHG� LQYHVWPHQWV
�3,) 6��� � � � � �

' HVFULSWLRQ

,Q� VXP�� FXUUHQW� ILQDQFLQJ� IRU� FOLPDWH� UHORFDWLRQ� LQ� WKH� 3DFLILF� LV� IUDJPHQWHG�� VFDUFH�� DQG� GLð FXOW� WR� DFFHVV�
ZKLFK�FUHDWHV�D�JDS�GHPDQGLQJ�LQQRYDWLYH�VROXWLRQV�DQG�VWURQJHU�FRRUGLQDWLRQ��DGGUHVVHG�LQ�6HFWLRQ�� � ��

&RVWLQJ�DQG� ILQDQFLQJ�FOLPDWH�UHORFDWLRQV�LQ�3DFLILF�6,' 6�DUH�VKDSHG�E\ �D�KRVW�RI�XQGHUO\ LQJ�FRPSOH[ LWLHV�WKDW
H[ WHQG� ZHOO� EH\ RQG� WHFKQLFDO� DQG� LQIUDVWUXFWXUDO� FRQVLGHUDWLRQV�� &ULWLFDO� IDFWRUV�� LQFOXGLQJ� WKH� SROLWLFDO
HFRQRP\ � RI� FOLPDWH� PRELOLW\ �� ODQG� WHQXUH� V\ VWHPV�� DQG� WKH� JRYHUQDQFH� DQG� ILVFDO� FRQVWUDLQWV� XQLTXH� WR� 6,' 6�
SURIRXQGO\ � LQIOXHQFH� ERWK� WKH� ILQDQFLDO� IHDVLELOLW\ � DQG� WKH� SHUFHLYHG� OHJLWLPDF\ � RI� UHORFDWLRQ� SURJUDPV�� 7KHVH
GLPHQVLRQV�Dï HFW�ZKR�LV�UHORFDWHG��DQG�ZKR�JHWV�WR�GHFLGH���ZKHQ�DQG�ZKHUH�UHORFDWLRQV�WDNH�SODFH��DQG�ZKDW
RXWFRPHV�DUH�DFKLHYHG��$GGUHVVLQJ�WKHVH�IDFWRUV�LV�HVVHQWLDO�IRU�GHVLJQLQJ�VXVWDLQDEOH��HTXLWDEOH��DQG�FRQWH[ W�
VHQVLWLYH�LQWHUYHQWLRQV��* LQL�HW�DO���� � � � ��0 RUWUHX[ �HW�DO���� � � � � ��

���F�����&�R�P�S�O�H�[�L�W�L�H�V���R�I���&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q�V���D�Q�G���3�O�D�Q�Q�H�G���5�H�W�U�H�D�W�V��

� �

7KH�IROORZLQJ�SRLQWV�VXPPDULVH�NH\ �EDUULHUV�WKDW�XQGHUPLQH�WKH�FUHGLELOLW\ ��OHJLWLPDF\ ��DQG�RSHUDWLRQDO�YLDELOLW\
RI�FOLPDWH�UHORFDWLRQ�LQLWLDWLYHV�LQ�WKH�UHJLRQ��



3ROLWLFDO
( FRQRP\ �

7KH� SROLWLFDO� DQG� HFRQRPLF� FRQWH[ W� VKDSHV� UHORFDWLRQ� GHFLVLRQV� q� LQIOXHQFLQJ� ZKR
UHORFDWHV�� XQGHU� ZKDW� FRQGLWLRQV�� DQG� KRZ� EHQHILWV� DQG� EXUGHQV� DUH� GLVWULEXWHG�
3RZHU�G\ QDPLFV�DQG�LQWHUHVWV�FDQ�Dï HFW�FRVWV� �H�J���ZKLFK�VLWHV�DUH�FKRVHQ�DQG�ZKDW
LQYHVWPHQWV� DUH� PDGH�� DQG� RXWFRPHV�� ,QFOXVLYH� SDUWLFLSDWLRQ�� IUHH� SULRU� LQIRUPHG
FRQVHQW��) 3,&��RI�Dï HFWHG�FRPPXQLWLHV��DQG�DFFHVVLEOH�JULHYDQFH�PHFKDQLVPV�DUH�YLWDO
IRU� OHJLWLPDF\ � DQG� IDLUQHVV� LQ� WKHVH� SURFHVVHV� �%RZHU� HW� DO��� � � � � � �� ,Q� SUDFWLFH�
KRZHYHU��IXQGLQJ�IRU�VXFK�LQFOXVLYH�SURFHVVHV�LV�RIWHQ�LQVXð FLHQW��DQG�HQVXULQJ�HTXLW\
�LQFOXGLQJ� DGGUHVVLQJ� WKH� FRQFHUQV� DQG� FRVWV� RI� KRVW� FRPPXQLWLHV� UHFHLYLQJ
UHORFDWHHV�� UHPDLQV� D� FKDOOHQJH� WKDW� PXVW� EH� LQWHJUDWHG� LQWR� EXGJHWV� DQG� ILQDQFLQJ
SODQV��

7DEOH�� ��6XPPDU\�RI�0 DLQ�8QGHUO\LQJ�&RPSOH[ LWLHV�IRU�&RVWLQJ�DQG�)LQDQFLQJ�&OLPDWH�5HORFDWLRQV

/ DQG�7HQXUH�

6,' 6
* RYHUQDQFH
DQG�) LVFDO
&RQVWUDLQWV�

&XVWRPDU\ �ODQG�WHQXUH�DUUDQJHPHQWV�SUHYDOHQW�LQ�3DFLILF�6,' 6�DGG�FRPSOH[ LW\ �WR�ODQG
DFFHVV� DQG� YDOXDWLRQ� IRU� UHORFDWLRQ� VLWHV�� 1 HJRWLDWLQJ� ODQG� UHOHDVH� RU� SXUFKDVH� RIWHQ
UHTXLUHV�H[ WHQVLYH�FRQVXOWDWLRQV�DQG�FRQVHQVXV�EXLOGLQJ�ZLWK�ODQGRZQLQJ�XQLWV��ZKLFK
FDQ� LQFUHDVH� ERWK� WKH� FRVWV� DQG� WLPHOLQHV� RI� UHORFDWLRQ� SURMHFWV� �&DPSEHOO�� � � � � � �
6HFXUH� DQG� WUDQVSDUHQW� ODQG� DJUHHPHQWV� DUH� QHHGHG� WR� SURYLGH� FHUWDLQW\ � IRU� SURMHFW
LPSOHPHQWDWLRQ� DQG� EXGJHW� SODQQLQJ�� EXW� DFKLHYLQJ� WKHVH� FDQ� EH� GLð FXOW�� UHTXLULQJ
UHVRXUFHV� IRU�PHGLDWLRQ��FRPSHQVDWLRQ��DQG�OHJDO�SURFHVVHV�WR�HQVXUH�FUHGLELOLW\ �DQG
FRPPXQLW\ � EX\ �LQ�� ) RU� H[ DPSOH�� ) LML
V� H[ SHULHQFHV� LQ� QHJRWLDWLQJ� ODQG� IRU� YLOODJH
UHORFDWLRQV�KDYH�VKRZQ�WKH�SURFHVV�FDQ�WDNH�\ HDUV��

7KH�VPDOO�VL] H�RI�3DFLILF�,VODQG�DGPLQLVWUDWLRQV�DQG�WKHLU�OLPLWHG�ILVFDO�FDSDFLW\ �PDNH�LW
GLð FXOW�WR�XQGHUWDNH�PXOWL�\ HDU�SODQQLQJ� IRU�UHORFDWLRQV�� ) XQGLQJ�LV�RIWHQ�IUDJPHQWHG
DQG� SURMHFW�EDVHG�� DQG� JRYHUQPHQW� DJHQFLHV� PD\ � EH� XQGHU�UHVRXUFHG� DQG� KDYH
RYHUODSSLQJ� PDQGDWHV�� FRPSOLFDWLQJ� FRRUGLQDWLRQ� �) RXDG� HW� DO��� � � � � � �� ( YHQ� UHODWLYHO\
VPDOO� UHORFDWLRQ� SURMHFWV� GHPDQG� FRPSOH[ � LQWHU�VHFWRUDO� FRRUGLQDWLRQ� DQG� VXVWDLQHG
ILQDQFLQJ�� 7KLV� XQGHUVFRUHV� WKH� QHHG� IRU� IOH[ LEOH�� KLJKO\ � FRQFHVVLRQDO� ILQDQFLDO
LQVWUXPHQWV�DQG�H[ WHUQDO�VXSSRUW�WKDW�DOLJQ�ZLWK�6,' 6
�SODQQLQJ�F\ FOHV�DQG�DEVRUSWLYH
FDSDFLWLHV�� VR� WKDW� UHORFDWLRQV� FDQ� EH� PDQDJHG� ZLWKRXW� RYHUEXUGHQLQJ� ORFDO
JRYHUQDQFH�VWUXFWXUHV��

,Q�VXPPDU\ ��DGGUHVVLQJ�WKH�FKDOOHQJHV�RI�FRVWLQJ�DQG� ILQDQFLQJ�FOLPDWH�PRELOLW\ �LQ�3DFLILF�6,' 6�UHTXLUHV�PRUH
WKDQ�WHFKQLFDO�RU�ILQDQFLDO�IL[ HV��LW�GHPDQGV�DSSURDFKHV�JURXQGHG�LQ�JRRG�JRYHUQDQFH��VRFLDO�MXVWLFH��DQG�ORQJ�
WHUP�VXVWDLQDELOLW\ ��3HUVLVWHQW�IXQGLQJ�IUDJPHQWDWLRQ��WKH�QHJOHFW�RI�QRQ�HFRQRPLF�ORVVHV��DQG�LQIOH[ LEOH�IXQGLQJ
WRROV�FDOO�IRU�KROLVWLF��ULJKWV�EDVHG�VWUDWHJLHV�WKDW�IXOO\ �HQJDJH�FRPPXQLWLHV�DQG�DFFRXQW�IRU�VRFLDO�DQG�FXOWXUDO
QHHGV� �%RZHU� HW� DO��� � � � � �� 5REHUWV� 	 � : HLNPDQV�� � � � � � �� 6WUHQJWKHQLQJ� QDWLRQDO� DQG� UHJLRQDO� PHFKDQLVPV�
ZKLFK� DUH� XQGHUSLQQHG� E\ � WUDQVSDUHQW� SURFHVVHV� DQG� PXOWL�\ HDU�� SUHGLFWDEOH� IXQGLQJ� VWUHDPV�� LV� YLWDO�� DV� LV
UHIRUPLQJ� WKH� LQWHUQDWLRQDO� ILQDQFH� V\ VWHP� WR� WDLORU� VXSSRUW� WR� WKH� XQLTXH� UHDOLWLHV� RI� 3DFLILF� 6,' 6� �* DYLULD
%HWDQFXU�� � � � � �� ) LQHJROG� 	 � %RZHU�� � � � � � �� 8 OWLPDWHO\ �� VXFFHVV� KLQJHV� RQ� LQFOXVLYH�� FRQWH[ W�VHQVLWLYH� GHFLVLRQ�
PDNLQJ� WKDW� QRW� RQO\ � EXLOGV� UHVLOLHQFH� EXW� DOVR� SUHVHUYHV� FRPPXQLW\ � DJHQF\ � DQG� GLJQLW\ � WKURXJKRXW� WKH
UHORFDWLRQ�SURFHVV��7KLV�IRXQGDWLRQ�OHDGV�GLUHFWO\ �WR�WKH�QH[ W�VHFWLRQ��ZKLFK�H[ SORUHV�KRZ�VSHFLILF�UHORFDWLRQ
W\ SRORJLHV� DQG� GHWDLOHG� FRVWLQJ� IUDPHZRUNV� FDQ� JXLGH� WKH� SUDFWLFDO� GHVLJQ� DQG� LPSOHPHQWDWLRQ� RI� FOLPDWH
UHORFDWLRQ�VWUDWHJLHV�LQ�WKH�3DFLILF��

. H\ �$VSHFW ' HVFULSWLRQ

� �

6RPH�RI�WKH�FURVV�FXWWLQJ�FRPSOH[ LWLHV�LGHQWLILHG�LQFOXGH��



7KH�ILQDQFLDO�UHTXLUHPHQWV�DVVRFLDWHG�ZLWK�FOLPDWH�UHODWHG�UHORFDWLRQ�DQG�SODQQHG�UHWUHDW�LQ�3DFLILF�6PDOO�,VODQG
' HYHORSLQJ� 6WDWHV� �6,' 6� � DUH� VKDSHG� E\ � VHYHUDO� NH\ � SDUDPHWHUV�� ZKLFK� GLUHFWO\ � LQIOXHQFH� WKH� RYHUDOO� FRVW
SURILOH� DQG� WKH� GHVLJQ� RI� ILQDQFLQJ� VWUDWHJLHV� �%RZHU� 	 � : HHUDVLQJKH�� � � � � �� : RUOG� %DQN�� � � � � � �� 7KHVH
SDUDPHWHUV� LQFOXGH� KRZ� D� UHORFDWLRQ� LV� FDWHJRULVHG�� FRQVLGHULQJ� DVSHFWV� VXFK� DV� VSDWLDO� SDWWHUQ�� KD] DUG� W\ SH�
SURFHVV� GXUDWLRQ� DQG� VWDJLQJ�� DQG� ZKHWKHU� LW� LV� UHDFWLYH� �SRVW�GLVDVWHU�� RU� SURDFWLYH� �SUHYHQWLYH��� DQG� WKLV
FDWHJRULVDWLRQ� KDV� D� GLUHFW� LPSDFW� RQ� SODQQLQJ� DVVXPSWLRQV�� EXGJHW� DOORFDWLRQV�� HOLJLEOH� IXQGLQJ� WRROV�� DQG
GLVWULEXWLRQDO� RXWFRPHV� �LQFOXGLQJ� WKH� REVHUYDQFH� RI� ) UHH�� 3ULRU� DQG� ,QIRUPHG� &RQVHQW�� RU� ) 3,&�� �%RZHU� 	
: HHUDVLQJKH�� � � � � �� 5HSXEOLF� RI� ) LML�� � � � � � �� ( [ SOLFLWO\ � DGGUHVVLQJ� WKHVH� IDFWRUV� LQ� SODQQLQJ� VWUHQJWKHQV� WKH
DFFXUDF\ � RI� FRVW� HVWLPDWHV�� HQKDQFHV� WKH� WDUJHWLQJ� RI� ILQDQFH�� DQG� LQFUHDVHV� WKH� OLNHOLKRRG� RI� HTXLWDEOH�
VXVWDLQDEOH�RXWFRPHV�IRU�Dï HFWHG�FRPPXQLWLHV��8 1 ) &&&��� � � � ��: RUOG�%DQN��� � � � � ��

( DFK�UHORFDWLRQ�VFHQDULR�FRPHV�ZLWK�XQLTXH�FKDOOHQJHV�DQG�FRVW�GULYHUV�DFURVV�WKH�SURMHFW�OLIHF\ FOH��IURP�LQLWLDO
GHFLVLRQ�PDNLQJ� DQG� VLWH� DVVHVVPHQWV� WR� SODQQLQJ�� GHDOLQJ� ZLWK� ODQG� DQG� WHQXUH� LVVXHV�� EXLOGLQJ� HQDEOLQJ
LQIUDVWUXFWXUH�� WKH� SK\ VLFDO� PRYHPHQW� RI� FRPPXQLWLHV�� DQG� SRVW�UHORFDWLRQ� VHUYLFHV� �%RZHU� 	 � : HHUDVLQJKH�
� � � � �� 8 1 + &5�� %URRNLQJV� ,QVWLWXWLRQ�� 	 � * HRUJHWRZQ� 8 QLYHUVLW\ �� � � � � � �� ) RU� H[ DPSOH�� VKRUW�GLVWDQFH�� VLQJOH�
FRPPXQLW\ � UHORFDWLRQV� JHQHUDOO\ � UHTXLUH� IHZHU� VLWHV� DQG� VLPSOHU� ORJLVWLFV� FRPSDUHG� WR� PRYHV� LQYROYLQJ
PXOWLSOH� RULJLQ� FRPPXQLWLHV� RU� PXOWLSOH� GHVWLQDWLRQ� VLWHV� VSUHDG� DFURVV� GLï HUHQW� LVODQGV� �%RZHU� 	
: HHUDVLQJKH�� � � � � ��5HSXEOLF�RI� ) LML�� � � � � � �� ,Q�FRQWUDVW��UHDFWLYH�SRVW�GLVDVWHU�UHVHWWOHPHQWV�RIWHQ�QHFHVVLWDWH
FRPSUHVVHG�WLPHOLQHV��KLJKHU�XQLW�FRVWV��DQG�JUHDWHU�QHHGV� IRU�WUDQVLWLRQDO�VKHOWHU�DQG�VRFLDO�SURWHFWLRQ�WKDQ
SUHYHQWLYH��VWDJHG�UHWUHDWV��&KDUDQ�HW�DO���� � � � ��-RKQVRQ�HW�DO���� � � � � ��7KHVH�YDULDWLRQV�Dï HFW�ERWK�WKH�VL] H�DQG
VWUXFWXUH�RI�WKH�UHTXLUHG�ILQDQFLQJ�UHVSRQVH�q�IRU�LQVWDQFH��GHWHUPLQLQJ�WKH�FKRLFH�EHWZHHQ�UDSLG�FRQWLQJHQF\
RU� HPHUJHQF\ � IXQGLQJ� LQVWUXPHQWV� YHUVXV� ORQJHU�WHUP� SURJUDPPDWLF� IXQGLQJ� DUUDQJHPHQWV� �3DFLILF� ,VODQGV
) RUXP�6HFUHWDULDW��� � � � ��: RUOG�%DQN��� � � � � ��

�������7�\�S�R�O�R�J�L�H�V���D�Q�G���&�R�V�W�L�Q�J���)�U�D�P�H�Z�R�U�N�V��

)LJXUH�� ��)RXU�UHORFDWLRQ�W\SH�PDWULFHV�RI�FRQVHQW�[ �VXSSRUW��)URP��%RZHU��( ���' XUDQG�' HODFUH��' ���3LJJRWW�0 F. HOODU��$���* LQL��* ���	
+DUULQJWRQ���$EUDPV��5���� � � � ���3ULRULWLHV�IRU�FRQVHQW�EDVHG�DQG�ZHOO�VXSSRUWHG�FOLPDWH�UHORFDWLRQV��1DWXUH�&RPPXQLFDWLRQV��� � �� ��

���D�����&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q���7�\�S�R�O�R�J�L�H�V���D�Q�G���3�D�U�D�P�H�W�H�U�V��

� �



7KH�SULQFLSDO�FRVW�GULYHUV�IRU�FOLPDWH�UHODWHG�UHORFDWLRQV�LQ�3DFLILF�6,' 6�LGHQWLILHG�LQ�UHYLHZV�DQG�FDVH�VWXGLHV
LQFOXGH�VSDWLDO�SDWWHUQV��KD] DUG�W\ SH��GXUDWLRQ�DQG�VWDJLQJ��DQG�ZKHWKHU�PRYHV�DUH�UHDFWLYH�RU�SUHYHQWLYH��( DFK
RI�WKHVH�IDFWRUV�VKDSHV�WKH�FRPSOH[ LW\ ��WLPLQJ��DQG�PDJQLWXGH�RI�ILQDQFLDO�UHTXLUHPHQWV�q�LQIOXHQFLQJ�HYHU\ WKLQJ
IURP� ORJLVWLFV� DQG� VHUYLFH� SURYLVLRQ� WR� FRPPXQLW\ � HQJDJHPHQW� DQG� ULVN� PDQDJHPHQW� DSSURDFKHV� �%RZHU� 	
: HHUDVLQJKH�� � � � � �� ,3&&�� � � � � �� 8 1 + &5�� %URRNLQJV� ,QVWLWXWLRQ�� 	 � * HRUJHWRZQ� 8 QLYHUVLW\ �� � � � � � �� 7KH
IROORZLQJ�EUHDNGRZQ�GHWDLOV�WKHVH�FRVW�GULYHUV�DQG�WKHLU�LPSOLFDWLRQV��

7DEOH�� ��&RVW�' ULYHUV�RI�&OLPDWH�5HORFDWLRQ�&RVWLQJ�

+ D]DUG�7\ SH�

) DFWRU�7\ SH� 9DULDEOHV�

6ORZ�RQVHW��VHD�OHYHO�ULVH���3KDVHG�SODQQLQJ��WHFKQLFDO
DVVLVWDQFH��FRQFHVVLRQDO�FDSLWDO��QDWXUH��EDVHG�VROXWLRQV�
&\ FORQHV�VWRUP�VXUJH��/ D\ HUHG�ILQDQFH��UDSLG�OLTXLGLW\ �IRU
HPHUJHQF\ �UHVSRQVH��UHFRQVWUXFWLRQ��OLYHOLKRRGV��ULVN�
WUDQVIHU�WRROV��
&RPSRXQG�ULVNV��+ LJKHU�VWDQGDUGV��RQJRLQJ�FRVWV�
EXGJHWV�IRU�SURWHFWLYH�ZRUNV��ULVN�PDQDJHPHQW
�LQVXUDQFH��HDUO\ �ZDUQLQJ���
* HRSK\ VLFDO�KD] DUGV��5DSLG�VLWH�UHDGLQHVV��IOH[ LEOH��SUH�
DUUDQJHG�FRQWLQJHQF\ �ILQDQFH��

&RVW�&RQVLGHUDWLRQV�

6LQJOH�RULJLQ�WR�VLQJOH�GHVWLQDWLRQ��6LPSOHU�ORJLVWLFV�DQG
ODQG�QHJRWLDWLRQV��VLQJOH�FDSLWDO�SURMHFW��) 3,&��OLYHOLKRRG
UHVWRUDWLRQ��SRVW�PRYH�VHUYLFHV��
0 XOWLSOH�RULJLQV�WR�VLQJOH�GHVWLQDWLRQ��+ LJKHU�XSIURQW
FRVWV�IRU�ODQG�DQG�LQIUDVWUXFWXUH��PXOWL�\ HDU�ILQDQFLQJ�
UHVXOWV�EDVHG�GLVEXUVHPHQWV��
6LQJOH�RULJLQ�WR�PXOWLSOH�GHVWLQDWLRQV��' XSOLFDWHG�VLWH�DQG
VHUYLFH�FRVWV��PRGXODU�EXGJHWLQJ��VWURQJ�FRRUGLQDWLRQ��
0 XOWLSOH�RULJLQV�WR�PXOWLSOH�GHVWLQDWLRQV��0 RVW�FRPSOH[ �
QHHGV�QDWLRQDO�IUDPHZRUN��VWDQGDUGLVHG�HOLJLELOLW\ �
VDIHJXDUGV��FRQWLQJHQF\ �IXQGLQJ��

6SDWLDO
3DWWHUQV�

6LQJOH�RULJLQ�WR�VLQJOH
GHVWLQDWLRQ��PXOWLSOH
RULJLQV�WR�VLQJOH
GHVWLQDWLRQ��VLQJOH
RULJLQ�WR�PXOWLSOH
GHVWLQDWLRQV��
PXOWLSOH�RULJLQV�WR
PXOWLSOH�GHVWLQDWLRQV�

6KRUW�WLPHOLQHV��I � q� �\ HDUV���+ LJKHU�XQLW�FRVWV�
HPHUJHQF\ �SURFXUHPHQW��FRQWLQJHQF\ �IXQGV��UHILQDQFH
IRU�ORQJ�WHUP�QHHGV��
3KDVHG��� q� � �\ HDUV���6PRRWKHU�FDVK�IORZ��PRUH
H[ SRVXUH�WR�LQIODWLRQ��WUDQFKH�EDVHG�GLVEXUVHPHQW�
UHJXODU�FRVW�UHYLHZV��
0 XOWL�GHFDGDO��1 DWLRQDO�IXQGV�ZLWK�SHULRGLF�LQMHFWLRQV�
DGDSWLQJ�SODQV�DV�FRQGLWLRQV�FKDQJH��

3UHYHQWLYH�UHWUHDW��+ LJKHU�XSIURQW�FRVWV�IRU�JRYHUQDQFH�
VDIHJXDUGV��GHGLFDWHG�UHORFDWLRQ�IXQGLQJ��VRFLDO�SURWHFWLRQ
OLQNV��
3RVW�GLVDVWHU�UHVHWWOHPHQW��,PPHGLDWH�KXPDQLWDULDQ�DQG
WUDQVLWLRQDO�QHHGV��IDVW��GLVEXUVLQJ�IXQGV��UHILQDQFH�IRU
SHUPDQHQW�VROXWLRQV��
5HGHYHORSPHQW�XUEDQ�FRQVROLGDWLRQ��' RPHVWLF�DQG�SULYDWH
ILQDQFH��PXVW�HQVXUH�VDIHJXDUGV�WR�SUHYHQW�GLVSODFHPHQW
DQG�XQIDLU�FRVWV��

�

' XUDWLRQ
DQG�6WDJLQJ�

' LVDVWHU�
5HODWHG
1 DWXUH�

3UHYHQWLYH�DQG
SODQQHG�UHWUHDWV�
SRVW�GLVDVWHU
UHVHWWOHPHQW�
UHGHYHORSPHQW�XUEDQ
FRQVROLGDWLRQ�

0 XOWL�\ HDU�UHORFDWLRQV�
UHFXUULQJ�FRVWV�IRU
HQJDJHPHQW��) 3,&�
OHJDO��VXUYH\ V��GHVLJQ�
SURFXUHPHQW�
WUDQVLWLRQDO�VXSSRUW�

&RDVWDO�HURVLRQ�
FKURQLF�IORRGLQJ��VHD�
OHYHO�ULVH��F\ FORQHV�
VWRUP�VXUJHV�
JHRSK\ VLFDO�HYHQWV�

� �



7KH� ILQDQFLDO� UHTXLUHPHQWV� DVVRFLDWHG� ZLWK� FOLPDWH�UHODWHG� UHORFDWLRQ� DQG� SODQQHG� UHWUHDW� LQ� 3DFLILF� 6,' 6� DUH
VKDSHG�E\ �VHYHUDO�NH\ �SDUDPHWHUV��ZKLFK�GLUHFWO\ �LQIOXHQFH�WKH�RYHUDOO�FRVW�SURILOH�DQG�WKH�GHVLJQ�RI� ILQDQFLQJ
VWUDWHJLHV� �%RZHU� 	 � : HHUDVLQJKH�� � � � � �� : RUOG� %DQN�� � � � � � �� 7KHVH� SDUDPHWHUV� LQFOXGH� KRZ� D� UHORFDWLRQ� LV
FDWHJRULVHG�� FRQVLGHULQJ� DVSHFWV� VXFK� DV� VSDWLDO� SDWWHUQ�� KD] DUG� W\ SH�� SURFHVV� GXUDWLRQ� DQG� VWDJLQJ�� DQG
ZKHWKHU�LW�LV�UHDFWLYH��SRVW�GLVDVWHU��RU�SURDFWLYH��SUHYHQWLYH���DQG�WKLV�FDWHJRULVDWLRQ�KDV�D�GLUHFW�LPSDFW�RQ
SODQQLQJ� DVVXPSWLRQV�� EXGJHW� DOORFDWLRQV�� HOLJLEOH� IXQGLQJ� WRROV�� DQG� GLVWULEXWLRQDO� RXWFRPHV� �LQFOXGLQJ� WKH
REVHUYDQFH� RI� ) UHH�� 3ULRU� DQG� ,QIRUPHG� &RQVHQW�� RU� ) 3,&�� �%RZHU� 	 � : HHUDVLQJKH�� � � � � �� 5HSXEOLF� RI� ) LML�
� � � � � �� ( [ SOLFLWO\ �DGGUHVVLQJ�WKHVH�IDFWRUV�LQ�SODQQLQJ�VWUHQJWKHQV�WKH�DFFXUDF\ �RI�FRVW�HVWLPDWHV��HQKDQFHV�WKH
WDUJHWLQJ�RI� ILQDQFH��DQG�LQFUHDVHV�WKH�OLNHOLKRRG�RI�HTXLWDEOH��VXVWDLQDEOH�RXWFRPHV� IRU�Dï HFWHG�FRPPXQLWLHV
�8 1 ) &&&��� � � � ��: RUOG�%DQN��� � � � � ��

7KH�SULQFLSDO�FRVW�GULYHUV�IRU�FOLPDWH�UHODWHG�UHORFDWLRQV�LQ�3DFLILF�6,' 6�LGHQWLILHG�LQ�UHYLHZV�DQG�FDVH�VWXGLHV
LQFOXGH�VSDWLDO�SDWWHUQV��KD] DUG�W\ SH��GXUDWLRQ�DQG�VWDJLQJ��DQG�ZKHWKHU�PRYHV�DUH�UHDFWLYH�RU�SUHYHQWLYH��( DFK
RI� WKHVH� IDFWRUV� VKDSHV� WKH� FRPSOH[ LW\ �� WLPLQJ�� DQG� PDJQLWXGH� RI� ILQDQFLDO� UHTXLUHPHQWV� q� LQIOXHQFLQJ
HYHU\ WKLQJ� IURP� ORJLVWLFV� DQG� VHUYLFH� SURYLVLRQ� WR� FRPPXQLW\ � HQJDJHPHQW� DQG� ULVN� PDQDJHPHQW� DSSURDFKHV
�%RZHU� 	 � : HHUDVLQJKH�� � � � � �� ,3&&�� � � � � �� 8 1 + &5��%URRNLQJV� ,QVWLWXWLRQ�� 	 � * HRUJHWRZQ�8 QLYHUVLW\ �� � � � � � �
7KH�IROORZLQJ�EUHDNGRZQ�GHWDLOV�WKHVH�FRVW�GULYHUV�DQG�WKHLU�LPSOLFDWLRQV��

)DFWRU��

/ HYHO�XQLW�RI
FRQVLGHUDWLRQ�

7HUUDLQ�W\ SHV
DQG�JHRJUDSKLF
GLVSHUVLRQ�

7KH� VFDOH� RI� UHORFDWLRQ� q� ZKHWKHU� LW� LQYROYHV� D� VLQJOH� YLOODJH�� PXOWLSOH� YLOODJHV�� RU
DQ� HQWLUH� LVODQG� q� VKDSHV� WKH� VFRSH� RI� SODQQLQJ�� FRRUGLQDWLRQ�� DQG� UHVRXUFHV
UHTXLUHG�� $ � ODUJHU�VFDOH� RU� PXOWL�FRPPXQLW\ � UHORFDWLRQ� SURJUDP� ZLOO� QHHG� PRUH
FRPSUHKHQVLYH� JRYHUQDQFH� VWUXFWXUHV�� EURDGHU� VWDNHKROGHU� HQJDJHPHQW�� DQG
ODUJHU�SRROHG�IXQGLQJ�DUUDQJHPHQWV�WKDQ�D�VPDOO�VLQJOH�YLOODJH�PRYH��6FDOLQJ�XS�FDQ
\ LHOG� Hð FLHQFLHV� �WKURXJK� VKDUHG� LQIUDVWUXFWXUH� RU� HFRQRPLHV� RI� VFDOH�� EXW� DOVR
DGGV�FRPSOH[ LW\ �LQ�HQVXULQJ�FRQVLVWHQF\ �DQG�IDLUQHVV�DFURVV�GLï HUHQW�VLWHV��<DULQD
	 �: HVFRDW��� � � � � ��

7KH�SK\ VLFDO�ODQGVFDSH� �ORZ�O\ LQJ�DWROO��PRXQWDLQRXV�LVODQG�LQWHULRU��HWF�� �DQG�WKH
GLVSHUVLRQ� RI� Dï HFWHG� FRPPXQLWLHV� LQIOXHQFH� LQIUDVWUXFWXUH� DQG� WUDQVSRUW� FRVWV�
&KDOOHQJLQJ�WHUUDLQ��H�J��VWHHS�RU�URDGOHVV�DUHDV��FDQ�JUHDWO\ �LQFUHDVH�WKH�H[ SHQVH
RI� EXLOGLQJ� UHORFDWLRQ� VLWHV� DQG� FRQQHFWLQJ� WKHP� ZLWK� WUDQVSRUW� DQG� XWLOLWLHV�
6LPLODUO\ ��LI�FRPPXQLWLHV�DUH�VSUHDG�DFURVV�PXOWLSOH�UHPRWH�LVODQGV�RU�GLVWULFWV��WKH
SURMHFW� PXVW� EXGJHW� IRU� GHFHQWUDOL] HG� VLWH� ZRUNV� DQG� KLJKHU� WUDYHO� DQG
FRRUGLQDWLRQ�H[ SHQVHV�IRU�SHUVRQQHO�DQG�PDWHULDOV��$OEHUW�HW�DO���� � � � � ��

: KHWKHU� WKH� SULPDU\ � WKUHDW� LV� DFXWH� �H�J�� D� F\ FORQH� RU� WVXQDPL�� RU� FKURQLF� �H�J�
SURJUHVVLYH� VHD�OHYHO� ULVH� RU� HURVLRQ�� Dï HFWV� WKH� XUJHQF\ � DQG� FRPSOH[ LW\ � RI
UHORFDWLRQ�Hï RUWV��$FXWH�GLVDVWHUV�GHPDQG�LPPHGLDWH� IXQGLQJ� IRU�HYDFXDWLRQ�DQG
UHOLHI��ZKHUHDV�VORZ�RQVHW�FKDQJHV�DOORZ�IRU�PRUH�GHOLEHUDWH�SODQQLQJ�DQG�SKDVHG
IXQGLQJ��7KH�XUJHQF\ �RI�VXGGHQ�HYHQWV�FDQ�HVFDODWH�FRVWV�GXH�WR�UXVKHG�ORJLVWLFV
DQG� HPHUJHQF\ � FRQVWUXFWLRQ�� ZKLOH� JUDGXDO� FKDQJHV� PLJKW� LQFXU� FRVWV� RYHU� D
ORQJHU� WHUP� IRU� WKLQJV� OLNH� SURWHFWLYH� LQIUDVWUXFWXUH� RU� LWHUDWLYH� FRPPXQLW\
FRQVXOWDWLRQV��,3&&��� � � � � ��

7DEOH�� ��2WKHU�&RVWLQJ�&RQVLGHUDWLRQV�IRU�&OLPDWH�5HORFDWLRQV�LQ�3DFLILF�6,' 6�

' HVFULSWLRQ�

+ D]DUG�W\ SHV�

� �



7HQXUH�VWDWXV�

,PSOHPHQWDWLRQ
SDWKZD\ �

0 DUNHW
G\ QDPLFV�LQ
JHRJUDSKLF
ORFDWLRQ�

/ LYHOLKRRGV
SURILOH�DQG
IRRG�V\ VWHP�

7KH�DSSURDFK�DQG�SDFH�RI�WKH�UHORFDWLRQ��JUDGXDO�DQG�FRPPXQLW\ �OHG�YHUVXV�XUJHQW
DQG� H[ WHUQDOO\ � GULYHQ�� Dï HFW� KRZ� FRVWV� DUH� GLVWULEXWHG� DQG� ZKDW� FRQWLQJHQF\ � LV
QHHGHG�� $ � JUDGXDO�� ZHOO�WHOHJUDSKHG� UHORFDWLRQ� FDQ� LQWHJUDWH� LQWR� QRUPDO
GHYHORSPHQW� SODQQLQJ� DQG� EXGJHWV�� ZKHUHDV� D� UXVKHG� PRYH� �SHUKDSV� GXH� WR
LPPLQHQW� GDQJHU�� PD\ � LQYROYH� SUHPLXP� FRVWV� IRU� UDSLG� SURFXUHPHQW�� WHPSRUDU\
IDFLOLWLHV��DQG�HPHUJHQF\ �VHUYLFHV��7KH�SDWKZD\ �DOVR�LQIOXHQFHV�FRPPXQLW\ �EX\ �LQ�DQG
WKHUHIRUH� DQ\ � FRVWV� UHODWHG� WR� RXWUHDFK� DQG� VXVWDLQHG� HQJDJHPHQW� �0 F1 DPDUD� 	
' HV�&RPEHV��� � � � � ��

/ RFDO� PDUNHW� FRQGLWLRQV� q� VXFK� DV� WKH� DYDLODELOLW\ � RI� FRQVWUXFWLRQ� PDWHULDOV�� ORFDO
ODERXU�FDSDFLW\ ��DQG�WKH�UHOLDELOLW\ �RI�VXSSO\ �FKDLQV�q�FDQ�OHDG�WR�VLJQLILFDQW�YDULDWLRQV
LQ�SURMHFW�FRVWV��,Q�UHPRWH�LVODQGV��PDWHULDO�DQG�WUDQVSRUW�FRVWV�DUH�W\ SLFDOO\ �KLJKHU�
DQG� SURMHFWV� PD\ � QHHG� WR� LPSRUW� VNLOOHG� ODERXU� RU� VSHFLDOLVHG� HTXLSPHQW�� DOO� RI
ZKLFK� VKRXOG� EH� IDFWRUHG� LQWR� EXGJHWV�� ,QIODWLRQ� DQG� FXUUHQF\ � IOXFWXDWLRQV� LQ� VPDOO
HFRQRPLHV� FDQ� DOVR� LPSDFW� ORQJ�WHUP� SURMHFWV�� QHFHVVLWDWLQJ� FRQWLQJHQF\ � IXQGV� RU
SULFH�DGMXVWPHQW�FODXVHV�LQ�FRQWUDFWV��) RXDG�HW�DO���� � � � � ��

/ DQG� RZQHUVKLS� DQG� WHQXUH� DUUDQJHPHQWV� DW� ERWK� RULJLQ� DQG� GHVWLQDWLRQ� VLWHV� FDQ
VLJQLILFDQWO\ � Dï HFW� OHJDO� DQG� FRPSHQVDWLRQ� FRVWV�� ,Q� WKH� 3DFLILF�� ODQG� FDQ� EH� XQGHU
FXVWRPDU\ � RZQHUVKLS�� UHTXLULQJ� OHQJWK\ � QHJRWLDWLRQV� ZLWK� ODQGRZQLQJ� XQLWV� DQG
FDUHIXO� DGKHUHQFH� WR� FXOWXUDO� SURWRFROV�� 5HORFDWLRQV� WKDW� PXVW� VHFXUH� IUHHKROG� RU
OHDVHKROG�ODQG�PD\ � IDFH�KLJK�WUDQVDFWLRQ�FRVWV��FRPSHQVDWLRQ�SD\ RXWV��RU�HYHQ�ODQG
SXUFKDVH�H[ SHQVHV��8 QFOHDU�RU�GLVSXWHG�ODQG�ULJKWV�FDQ�OHDG�WR�GHOD\ V�DQG�DGGLWLRQDO
OHJDO�IHHV�WR�UHDFK�VHWWOHPHQWV��&DPSEHOO��� � � � � ��

7KH�HFRQRPLF�DFWLYLWLHV�DQG�VXEVLVWHQFH�SUDFWLFHV�RI�WKH�FRPPXQLW\ �LQIOXHQFH�ZKDW
VXSSRUW�LV�QHHGHG�SRVW�UHORFDWLRQ��) RU�FRPPXQLWLHV�ZLWK�GLYHUVH�RU�ORFDWLRQ�VSHFLILF
OLYHOLKRRGV� �ILVKLQJ�� IDUPLQJ� FURSV�� HWF�� �� SODQQHUV� PXVW� EXGJHW� IRU� OLYHOLKRRG
UHVWRUDWLRQ�SURJUDPV��UHWUDLQLQJ��RU�LQYHVWPHQW�LQ�QHZ�LQFRPH�JHQHUDWLQJ�DFWLYLWLHV
DW�WKH�UHORFDWLRQ�VLWH��$GGLWLRQDOO\ ��LI�FRPPXQLWLHV�UHO\ �KHDYLO\ �RQ�ORFDO�IRRG�V\ VWHPV
�UHHIV�� JDUGHQV��� UHORFDWLRQ� SODQV� PD\ � QHHG� WR� LQFOXGH� IRRG� VHFXULW\ � PHDVXUHV� RU
WUDQVLWLRQDO�IRRG�VXSSRUW��ZKLFK�FDUU\ �FRVWV��<HH�HW�DO���� � � � � ��

5HFHQW� UHVHDUFK� VXJJHVWV� WKDW� IRU� WKH� PRVW� SDUW�� IXQGLQJ� IRU� SODQQHG� UHORFDWLRQV� KDV� EHHQ� SULPDULO\ � GLUHFWHG
WRZDUGV�KRXVLQJ��ODQG�SURYLVLRQ��DQG�SXEOLF�LQIUDVWUXFWXUH�� ' XUDQG�' HODFUH�HW�DO���� � � � � ��DOWKRXJK�WKLV�PD\ �RQO\
DFFRXQW� IRU� D� VPDOO� SRUWLRQ� RI� WKH� DFWLYLWLHV� UHTXLUHG� IRU� D� GLJQLILHG� DQG� Hï HFWLYH� SODQQHG� UHORFDWLRQ� RI
FRPPXQLWLHV��8 QGHU�EXGJHWLQJ�UHPDLQV�D�SHUVLVWHQW�FKDOOHQJH�LQ�WKH� ILQDQFLDO�SODQQLQJ�RI�SODQQHG�UHWUHDWV�DQG
FOLPDWH�LQGXFHG� UHORFDWLRQ� LQLWLDWLYHV� �* $2 �� � � � � �� : LOPVHQ� 	 � : HEEHU�� � � � � � �� 3UHOLPLQDU\ � DQDO\ VHV� RIWHQ
HPSKDVLVH� FDSLWDO� H[ SHQGLWXUHV� OLNH� ODQG� DFTXLVLWLRQ�� KRXVLQJ� FRQVWUXFWLRQ�� DQG� EXON� LQIUDVWUXFWXUH�� EXW� WKHVH
GLUHFW�FRVWV�UHSUHVHQW�RQO\ �SDUW�RI�WKH�RYHUDOO�ILQDQFLDO�SLFWXUH��* $2 �� � � � � ��0 RVHU�HW�DO��� � � � � � ��3ROLF\ PDNHUV
DQG� SODQQHUV� IUHTXHQWO\ � RYHUORRN� RU� XQGHUHVWLPDWH� WKH� FRPSOH[ LW\ � DQG� VFDOH� RI� WUDQVDFWLRQDO� FRVWV� q� WKH
LQWULFDWH� OHJDO�� DGPLQLVWUDWLYH�� DQG� TXDOLW\ � DVVXUDQFH� SURFHVVHV� WKDW� PXVW� EH� QDYLJDWHG� EHIRUH� PDMRU
FRQVWUXFWLRQ�ZRUNV�FDQ�FRPPHQFH��0 F$GDP�	 �) HUULV��� � � � ��5HSXEOLF�RI�) LML��� � � � � ��7KLV�WHQGHQF\ �WR�IRFXV�RQ
WDQJLEOH��HDVLO\ �TXDQWLILHG�H[ SHQVHV�FDQ�UHVXOW�LQ�VXEVWDQWLDO�EXGJHW�VKRUWIDOOV��XQGHUPLQLQJ�WKH�Hï HFWLYHQHVV�DQG
VXVWDLQDELOLW\ �RI�UHORFDWLRQ�Hï RUWV��: LOPVHQ�	 �: HEEHU��� � � � � ��

���E�����&�R�V�W�V�����6�W�U�X�F�W�X�U�H�V�����' �U�L�Y�H�U�V�����+�L�G�G�H�Q���&�R�V�W�V�����1�R�Q���(�F�R�Q�R�P�L�F���&�R�V�W�V��

' LUHFW�FRVWV�DUH�W\ SLFDOO\ �ZHOO�GRFXPHQWHG�DQG�DW�OHDVW�SDUWLDOO\ �EXGJHWHG�LQ�PRVW�SODQQHG�UHORFDWLRQ�SURMHFWV
�6RORPRQ� ,VODQGV� * RYHUQPHQW�� � � � � � �� 7KHVH� LQFOXGH� H[ SHQVHV� IRU� VHFXULQJ� DQG� SUHSDULQJ� ODQG�� FRQVWUXFWLQJ
KRXVLQJ� DQG� SXEOLF� IDFLOLWLHV�� LQVWDOOLQJ� XWLOLWLHV� DQG� WUDQVSRUW� LQIUDVWUXFWXUH�� XQGHUWDNLQJ� QHFHVVDU\
HQYLURQPHQWDO�

� �



%H\ RQG� GLUHFW� DQG� WUDQVDFWLRQDO� H[ SHQVHV�� KLGGHQ� DQG� LQWDQJLEOH� FRVWV� DOVR� UHTXLUH� FDUHIXO� FRQVLGHUDWLRQ
�&KDQGUD�HW�DO���� � � � ��7VFKDNHUW�HW�DO���� � � � � ��+ LGGHQ�FRVWV�HQFRPSDVV�IDFWRUV�WKDW�RIWHQ�JR�XQEXGJHWHG��VXFK
DV�WKH�WLPH�DQG�Hï RUW�FRPPXQLW\ �PHPEHUV�VSHQG�RQ�DWWHQGLQJ�PHHWLQJV�DQG�KDQGOLQJ�SDSHUZRUN��WKH�ORVV�RI
LQIRUPDO� HFRQRPLF� DFWLYLWLHV� GXULQJ� WKH� WUDQVLWLRQ�� WKH� SURYLVLRQ� RI� WUDQVLWLRQ� DOORZDQFHV� RU� VWLSHQGV� WR
Dï HFWHG� IDPLOLHV�� DQG� VXSSRUW� H[ WHQGHG� WR� KRVW� FRPPXQLWLHV� WKDW� UHFHLYH� UHORFDWHG� SHRSOH� �&KDUDQ� HW� DO��
� � � � �� -RKQVRQ� HW� DO��� � � � � � �� 7KHVH� FRVWV� DUH� HDVLO\ � RYHUORRNHG� EXW� FDQ� KDYH� VXEVWDQWLDO� ILQDQFLDO� DQG� VRFLDO
LPSDFWV�LI�QRW�DGGUHVVHG��$OEHUW�HW�DO��� � � � � � �� ,QWDQJLEOH�FRVWV�LQFOXGH�QRQ�HFRQRPLF�LPSDFWV�VXFK�DV�WKH�ORVV
RI� FXOWXUDOO\ � RU� VSLULWXDOO\ � VLJQLILFDQW� VLWHV�� GLVUXSWLRQV� WR� VRFLDO� FRKHVLRQ� DQG� FRPPXQLW\ � VWUXFWXUH�� PHQWDO
KHDOWK� DQG� SV\ FKRVRFLDO� VWUHVVHV�� FKDQJHV� WR� FRPPXQLW\ � LGHQWLW\ �� DQG� HYHQ� LPSDFWV� RQ� ORFDO� ELRGLYHUVLW\ � DQG
HFRV\ VWHPV� WKDW� FRPPXQLWLHV� YDOXH�� $OWKRXJK� WKHVH� LQWDQJLEOH� ORVVHV� DUH� FKDOOHQJLQJ� WR� PRQHWLVH�� WKH\ � DUH
FUXFLDO�IRU�LQIRUPHG�GHFLVLRQ�PDNLQJ�DQG�PXVW�EH�DFNQRZOHGJHG�LQ�WKH�SODQQLQJ�SURFHVV��&KDQGUD�HW�DO���� � � � �
* DWLVR�HW�DO���� � � � � ��

HQYLURQPHQWDO� ZRUNV� �H�J�� GUDLQDJH�� FRDVWDO� SURWHFWLRQ��� SURYLGLQJ� OLYHOLKRRG� DVVHWV� �VXFK� DV� ILVKLQJ� ERDWV� RU
IDUPLQJ� HTXLSPHQW� IRU� WKH� QHZ� VLWH��� DQG� EXLOGLQJ� UHTXLUHG� LQVWLWXWLRQDO� FDSDFLW\ � �5HSXEOLF� RI� ) LML�� � � � � � �
7UDQVDFWLRQDO� FRVWV�� KRZHYHU�� VXFK� DV� OHQJWK\ � FRPPXQLW\ � FRQVXOWDWLRQV� DQG� QHJRWLDWLRQV�� GLVSXWH� UHVROXWLRQ
DQG�FRPSHQVDWLRQ� IRU�ORVW�DVVHWV��OHJDO�DQG�SHUPLWWLQJ�UHTXLUHPHQWV��DQG�FRPSOLDQFH�ZLWK�HQYLURQPHQWDO�DQG
VRFLDO� VDIHJXDUGV�� DUH� KDUGHU� WR� TXDQWLI\ � DQG� DUH� IUHTXHQWO\ � XQGHUHVWLPDWHG� �0 F$GDP� 	 � ) HUULV�� � � � � � �� 7KH
FRPSOH[ LW\ �RI�WKHVH�SUH�UHORFDWLRQ�SURFHVVHV�q�DQG�WKH�QHHG�WR�DFKLHYH�KLJK�TXDOLW\ ��FRQVHQVXDO�RXWFRPHV�q
GHPDQG� VLJQLILFDQW� UHVRXUFHV� ZHOO� EHIRUH� SK\ VLFDO� UHORFDWLRQ� EHJLQV�� XQGHUVFRULQJ� WKH� LPSRUWDQFH� RI� UREXVW
DQG� ZHOO�IXQGHG� SUHSDUDWRU\ � SKDVHV� �* HRUJHWRZQ� 8 QLYHUVLW\ �� ,QWHUQDWLRQDO� 2 UJDQLVDWLRQ� IRU� 0 LJUDWLRQ�� 	
8 QLWHG�1 DWLRQV�+ LJK�&RPPLVVLRQHU�IRU�5HIXJHHV��� � � � ��0 F$GDP�	 �) HUULV��� � � � � ��

( [ SHULHQFH�IURP�FDVH�VWXGLHV�OLNH�WKH�UHORFDWLRQ�RI�9XQLGRJRORD�YLOODJH�LQ�) LML�LOOXVWUDWHV�KRZ�D�QDUURZ�IRFXV�RQ
GLUHFW�H[ SHQGLWXUHV�FDQ�PDVN�WKH�WUXH�VFDOH�RI�UHVRXUFHV�UHTXLUHG��LQLWLDO�EXGJHWV�LQ�WKDW�FDVH�XQGHUHVWLPDWHG
WKH�QHHG�IRU�VLWH�SUHSDUDWLRQ��KRXVLQJ��DQG�OLYHOLKRRG�UHVWRUDWLRQ��DQG�DFWXDO�FRVWV�VLJQLILFDQWO\ �H[ FHHGHG�HDUO\
HVWLPDWHV� RQFH� WKHVH� FRPSRQHQWV� ZHUH� LQFOXGHG� �&KDUDQ� HW� DO��� � � � � �� 7URQTXHW�� � � � � � �� 7R� FDSWXUH� WKH� IXOO
ILQDQFLDO� SLFWXUH�� D� FRPSUHKHQVLYH� FRVWLQJ� IUDPHZRUN� VKRXOG� GLVWLQJXLVK� EHWZHHQ� GLï HUHQW� FRVW� W\ SHV�� DV
VXPPDULVHG�EHORZ��

7DEOH�� ��)RXU�&RVWLQJ�&DWHJRULHV�IRU�&OLPDWH�5HORFDWLRQV�LQ�3DFLILF�6,' 6�

&RVW�7\ SH�

7UDQVDFWLRQDO
FRVWV�

,PPHGLDWH��WDQJLEOH�H[ SHQVHV�DVVRFLDWHG�ZLWK�WKH�UHWUHDW
RU�UHORFDWLRQ�SURMHFW��7KHVH�LQFOXGH�RXWOD\ V�IRU�ODQG
�DFTXLVLWLRQ�RU�OHDVLQJ�DQG�VLWH�SUHSDUDWLRQ���KRXVLQJ
FRQVWUXFWLRQ��XWLOLW\ �LQVWDOODWLRQ��ZDWHU��SRZHU��VDQLWDWLRQ��
DQG�SXEOLF�IDFLOLWLHV��' LUHFW�FRVWV�DUH�RIWHQ�LQIOXHQFHG�E\
ORFDO�PDUNHW�FRQGLWLRQV�q�IRU�H[ DPSOH��FRQVWUXFWLRQ
PDWHULDO�DQG�ODERXU�SULFHV��,3&&��� � � � � ��

$GPLQLVWUDWLYH��OHJDO��DQG�SURFHGXUDO�FRVWV�QHFHVVDU\ �WR
IDFLOLWDWH�UHORFDWLRQ��7KLV�FDWHJRU\ �FRYHUV�H[ SHQVHV�
UHODWHG�WR�VWDNHKROGHU�FRQVXOWDWLRQV��) 3,&�SURFHVVHV��OHJDO
QHJRWLDWLRQV�IRU�ODQG�DQG�UHVRXUFH�ULJKWV��GLVSXWH�UHVROXWLRQ
PHFKDQLVPV��UHJXODWRU\ �FRPSOLDQFH��HQYLURQPHQWDO�LPSDFW
DVVHVVPHQWV��SHUPLWV���DQG�DQ\ �GHOD\ V�RU�H[ WHQVLRQV�WR
SURMHFW�WLPHOLQHV�GXH�WR�WKHVH�SURFHVVHV��6XFK�FRVWV�DUH
RIWHQ�XQGHUHVWLPDWHG�RU�WUHDWHG�DV�RYHUKHDG��HYHQ�WKRXJK
WKH\ �FDQ�EH�VXEVWDQWLDO��0 F$GDP�	 �) HUULV��� � � � � ��

' LVSXWH�UHVROXWLRQ�
FRPSOLDQFH
UHTXLUHPHQWV��GHOD\ V
LQ�LPSOHPHQWDWLRQ�
RIWHQ�XQGHUHVWLPDWHG�

/ DQG��KRXVLQJ��XWLOLWLHV�
SXEOLF�IDFLOLWLHV��VXEMHFW
WR�YDULDWLRQ�GXH�WR
ORFDO�PDUNHW
FRQGLWLRQV�

' HVFULSWLRQ�

' LUHFW
FRVWV�

( [ DPSOHV�) DFWRUV�

� �



$ � FRPSUHKHQVLYH� FRVWLQJ� IUDPHZRUN� WKDW� LQFRUSRUDWHV� GLUHFW�� WUDQVDFWLRQDO�� OLIH� F\ FOH�� DQG� LQWDQJLEOH� FRVWV� LV
HVVHQWLDO�WR�DGGUHVV�XQGHU�EXGJHWLQJ�LQ�SODQQHG�UHORFDWLRQV��7KRUQWRQ��� � � � � ��%\ �V\ VWHPDWLFDOO\ �DFFRXQWLQJ�IRU
DOO�WKHVH�FRVW�FDWHJRULHV��SROLF\ PDNHUV�DQG�SODQQHUV�FDQ�SURGXFH�PRUH�DFFXUDWH�EXGJHWV�DQG�DOORFDWH�UHVRXUFHV
PRUH�Hï HFWLYHO\ ��UHGXFLQJ�WKH�OLNHOLKRRG�RI�XQH[ SHFWHG�VKRUWIDOOV��7KRUQWRQ��� � � � � ��6XFK�DQ�LQFOXVLYH�DSSURDFK
QRW� RQO\ � HQKDQFHV� WKH� ILQDQFLDO� VXVWDLQDELOLW\ � RI� UHORFDWLRQ� SURMHFWV� EXW� DOVR� VXSSRUWV� WKH� VRFLDO� DQG� FXOWXUDO
UHVLOLHQFH� RI� WKH� FRPPXQLWLHV� LQYROYHG�� XOWLPDWHO\ � OHDGLQJ� WR� EHWWHU� RXWFRPHV� IRU� DOO� VWDNHKROGHUV� �%URQHQ� 	
&KDSLQ��� � � � � ��8 QGHUVWDQGLQJ�WKHVH�FRVW�FDWHJRULHV�DQG�GULYHUV�VHWV�WKH�VWDJH�IRU�GHYHORSLQJ�D�VWUXFWXUHG�FRVW
HVWLPDWLRQ�SURFHVV��ZKLFK�WKH�QH[ W�VHFWLRQ��� � �RXWOLQHV�SKDVH�E\ �SKDVH��

/ LIH�F\ FOH
FRVWV�

,QWDQJLEOH
FRVWV�

2 QJRLQJ�FRVWV�WR�RSHUDWH�DQG�PDLQWDLQ�WKH�QHZ
VHWWOHPHQW�DQG�LWV�LQIUDVWUXFWXUH�RYHU�WLPH��DV�ZHOO�DV
IXWXUH�XSJUDGH�RU�UHSODFHPHQW�FRVWV��7KLV�LQFOXGHV
PDLQWHQDQFH�RI�KRXVLQJ�DQG�SXEOLF�LQIUDVWUXFWXUH�
UHFXUUHQW�FRVWV�IRU�XWLOLWLHV�RU�VHUYLFHV��DQG�SHULRGLF
LQYHVWPHQWV�WR�DGDSW�WR�HYROYLQJ�QHHGV��H�J��UHLQIRUFLQJ
VHDZDOOV�DV�VHD�OHYHOV�ULVH�IXUWKHU���3URSHUO\ �DFFRXQWLQJ�IRU
OLIH�F\ FOH�FRVWV�LQ�WKH�EXGJHW�KHOSV�HQVXUH�WKH�ORQJ�WHUP
YLDELOLW\ �RI�UHORFDWLRQ�RXWFRPHV��: RUOG�%DQN��� � � � � ��

1 RQ�HFRQRPLF�ORVVHV�DQG�VRFLDO�FRVWV�WKDW�UHVXOW�IURP
UHORFDWLRQ��7KHVH�LQYROYH�WKH�ORVV�RI�FXOWXUDO�KHULWDJH
VLWHV�RU�DQFHVWUDO�ODQG��GLVUXSWLRQV�WR�IDPLO\ �DQG
FRPPXQLW\ �QHWZRUNV��SV\ FKRORJLFDO�DQG�PHQWDO�KHDOWK
LPSDFWV�IURP�GLVSODFHPHQW��FKDQJHV�LQ�VHQVH�RI�SODFH�RU
LGHQWLW\ ��DQG�Hï HFWV�RQ�ORFDO�ELRGLYHUVLW\ �RU�WUDGLWLRQDO
NQRZOHGJH�V\ VWHPV��: KLOH�GLð FXOW�WR�TXDQWLI\ �LQ
PRQHWDU\ �WHUPV��LQWDQJLEOH�FRVWV�KDYH�UHDO�LPSOLFDWLRQV
IRU�FRPPXQLW\ �ZHOO�EHLQJ�DQG�PXVW�EH�FRQVLGHUHG
WKURXJK�PHDVXUHV�OLNH�FXOWXUDO�KHULWDJH�SUHVHUYDWLRQ�RU
FRPPXQLW\ �KHDOLQJ�SURJUDPV��&KDQGUD�HW�DO���� � � � �
* DWLVR�HW�DO���� � � � � ��

/ RVV�RI�FXOWXUDO
KHULWDJH��GLVUXSWLRQ
WR�VRFLDO�QHWZRUNV�
Hï HFWV�RQ�PHQWDO
KHDOWK��FKDQJHV�LQ
FRPPXQLW\ �LGHQWLW\
DQG�ELRGLYHUVLW\ �

3URSHU�EXGJHWLQJ
HQVXUHV�ORQJ�WHUP
YLDELOLW\ �RI�UHORFDWLRQ
SURMHFWV�

9DULRXV� EXGJHWLQJ� PHWKRGRORJLHV� FDQ� EH� DSSOLHG� WR� SODQQHG� UHORFDWLRQV�� HDFK� ZLWK� SURV� DQG� FRQV�� 7KHUH� DUH
VHYHUDO�ZD\ V�WR�GHYHORS�FRVW�HVWLPDWHV�DQG�EXGJHWV�IRU�ODUJH�SURMHFWV��HVSHFLDOO\ �WKRVH�LQYROYLQJ�FRPSOH[ �WDVNV
OLNH�UHORFDWLQJ�FRPPXQLWLHV��* $2 �� � � � � ��3URMHFW�0 DQDJHPHQW�,QVWLWXWH��� � � � � ��&KRRVLQJ�WKH�ULJKW�DSSURDFK�LV
LPSRUWDQW�WR�HQVXUH�WKDW�UHVRXUFHV�DUH�XVHG�Hð FLHQWO\ ��FRVW�SURMHFWLRQV�DUH�UHDOLVWLF��DQG� IXQGLQJ�LV�PDQDJHG
Hï HFWLYHO\ � �3URMHFW�0 DQDJHPHQW�,QVWLWXWH�� � � � � � �� ' Lï HUHQW�EXGJHWLQJ�PHWKRGV�VXLW�GLï HUHQW�SURMHFW�W\ SHV�DQG
VFDOHV��VR�LW�LV�FUXFLDO� IRU�SROLF\ PDNHUV�DQG�SUDFWLWLRQHUV�WR�XQGHUVWDQG�WKHLU�RSWLRQV�DQG�VHOHFW�D� IUDPHZRUN
WKDW�PDWFKHV�WKH�SURMHFW
V�QHHGV��* $2 ��� � � � � ��

%XGJHWLQJ� JHQHUDOO\ � UHIHUV� WR� GHFLGLQJ� KRZ� PRQH\ � LV� RUJDQLVHG� DQG� UHOHDVHG� RYHU� WKH� FRXUVH� RI� D� SURMHFW�
7UDGLWLRQDO�EXGJHWLQJ�PHWKRGV�RIWHQ�IRFXV�RQ�OLVWLQJ�H[ SHQGLWXUHV�E\ �FDWHJRU\ ��ZKHUHDV�QHZHU�DSSURDFKHV�DLP
WR� OLQN� VSHQGLQJ� GLUHFWO\ � WR� UHVXOWV� RU� RXWSXWV� �2 ( &' �� � � � � � �� ) RU� FRPSOH[ �� PXOWL�IDFHWHG� SURMHFWV� OLNH
FRPPXQLW\ � UHORFDWLRQV�� H[ SHUWV� UHFRPPHQG� XVLQJ� SURJUDPPDWLF� DQG� DFWLYLW\ �EDVHG� EXGJHWLQJ� IUDPHZRUNV�
ZKLFK�EHWWHU�FDSWXUH�WKH�WUXH�FRVWV�DVVRFLDWHG�ZLWK�RXWFRPHV��2 ( &' ��� � � � ��: RUOG�%DQN��� � � � � ��

���F�����' �L�I�I�H�U�H�Q�W���$�S�S�U�R�D�F�K�H�V���W�R���%�X�G�J�H�W�L�Q�J���D�Q�G���&�R�V�W���(�V�W�L�P�D�W�L�R�Q��

� �



%HORZ�LV�DQ�RYHUYLHZ�RI�FRPPRQ�EXGJHWLQJ�PHWKRGV��WKHLU�FKDUDFWHULVWLFV��DQG�WKHLU�SURV�DQG�FRQV��

,QFUHPHQWDO
EXGJHWLQJ�

3URJUDP��
DFWLYLW\ �EDVHG
EXGJHWLQJ�

%XGJHWLQJ
0 HWKRG

' HVFULSWLRQ� $GYDQWDJHV� ' LVDGYDQWDJHV�

) RFXVHV�RQ�LQSXWV�UDWKHU
WKDQ�RXWFRPHV�DQG�FDQ�VLOR
RU�IUDJPHQW�FRVWV��KLQGHULQJ
FURVV�FXWWLQJ�LQLWLDWLYHV
�2 ( &' ��� � � � � �

7DEOH�� ��' Lï HUHQW�5HOHYDQW�$SSURDFKHV�WR�%XGJHWLQJ�

2 UJDQLVHV�WKH�EXGJHW
E\ �VSHFLILF�H[ SHQVH
FDWHJRULHV�VXFK�DV
VDODULHV��PDWHULDOV��DQG
WUDYHO��2 ( &' ��� � � � � ��

8 VHV�WKH�SUHYLRXV
\ HDU
V�EXGJHW�DV�D�EDVH
DQG�DGMXVW�LW�IRU�WKH
QHZ�SHULRG��H�J��
SHUFHQWDJH�FKDQJHV�RU
QHZ�DFWLYLWLHV���2 ( &' �
� � � � � ��

* URXSV�H[ SHQGLWXUHV�
XQGHU�SURJUDPV�RU�
DFWLYLWLHV�UDWKHU�WKDQ
GHSDUWPHQWV�RU�OLQH
LWHPV��XVHIXO�IRU�PXOWL�
VHFWRU�RU�PXOWL�\ HDU
SURMHFWV��: RUOG�%DQN�
� � � � � ��

$OORFDWHV�UHVRXUFHV
EDVHG�RQ�LQWHQGHG
UHVXOWV�XVLQJ
LQGLFDWRUV�RU�WDUJHWV
�H�J���KRXVHKROGV
VDIHO\ �UHORFDWHG�
�2 ( &' ��� � � � � ��

3HUIRUPDQFH
��LQIRUPHG
EXGJHWLQJ�

/ LQH�LWHP
EXGJHWLQJ�

7HQGV�WR�SHUSHWXDWH
KLVWRULFDO�VSHQGLQJ�SDWWHUQV
DQG�LV�LOO�VXLWHG�WR�XQLTXH�
RQH�Rï �SURMHFWV�OLNH
FRPPXQLW\ �UHORFDWLRQV�
ULVNLQJ�RYHUORRNHG�QHZ�QHHGV
�2 ( &' ��� � � � � �

5HTXLUHV�Hï RUW�WR�VHW�XS�DQG
PD\ �QHHG�UREXVW�ILQDQFLDO
LQIRUPDWLRQ�V\ VWHPV��WKRXJK
WKH�ZKROH�RI�SURMHFW�IRFXV
FDQ�DLG�FRVW�FRQWURO��: RUOG
%DQN��� � � � � ��

' HPDQGV�UHOLDEOH�GDWD�DQG
FOHDU�LQGLFDWRUV��ZKLFK�FDQ
EH�FKDOOHQJLQJ�ZKHUH
RXWFRPHV�LQFOXGH�TXDOLWDWLYH
VRFLDO�PHDVXUHV��2 ( &' �
� � � � � ��

6LPSOH�DQG�WUDQVSDUHQW�
PDNLQJ�LW�HDV\ �WR�VHH
KRZ�IXQGV�DUH�DOORFDWHG
�2 ( &' ��� � � � � ��

3URYLGHV�SUHGLFWDELOLW\
DQG�VWDELOLW\ �EHFDXVH
SURJUDPV�NQRZ�WKHLU
EDVHOLQH�IXQGLQJ
�2 ( &' ��� � � � � ��

,PSURYHV�YLVLELOLW\ �DQG
PDQDJHPHQW�RI�DOO�FRVWV
UHODWHG�WR�D�SURJUDP
DQG�HQDEOHV�EHWWHU
FURVV�VHFWRU
FRRUGLQDWLRQ�RYHU�WKH
SURMHFW�OLIH�� : RUOG
%DQN��� � � � � ��

,QFUHDVHV�DFFRXQWDELOLW\
DQG�HQFRXUDJHV
Hð FLHQF\ �E\ �W\ LQJ
IXQGLQJ�WR�PHDVXUDEOH
RXWFRPHV��2 ( &' �
� � � � � ��

%XGJHWLQJ� DQG� FRVW� HVWLPDWLRQ� IUDPHZRUNV� VKRXOG� EH� WDLORUHG� WR� WKH� SURMHFW
V� FRPSOH[ LW\ �� ,Q� WKH� FRQWH[ W� RI
SODQQHG� UHORFDWLRQV�� DFWLYLW\ �EDVHG� FRVWLQJ� �$%&�� LV� SDUWLFXODUO\ � ZHOO�VXLWHG� EHFDXVH� LW� EUHDNV� GRZQ� FRVWV� E\
VSHFLILF� DFWLYLWLHV� UHTXLUHG� WR� DFKLHYH� SURMHFW� RXWFRPHV�� PDNLQJ� LW� HDVLHU� WR� WUDFN� H[ SHQGLWXUHV� DQG� DGMXVW� DV
SURMHFW�FRQGLWLRQV�HYROYH��2 ( &' �� � � � � �� : RUOG�%DQN��� � � � � ��$%&�LPSURYHV�WKH�DFFXUDF\ �RI�FRVW�HVWLPDWHV�E\
OLQNLQJ�HYHU\ �H[ SHQVH�WR�DQ�DVVRFLDWHG�DFWLYLW\ �DQG�LWV�GULYHUV��UHGXFLQJ�WKH�FKDQFH�RI�RYHUORRNLQJ�FRPSRQHQWV
RI� WKH� SURMHFW� �* $2 �� � � � � � �� ,W� DOVR� IDFLOLWDWHV� XSGDWLQJ� WKH� EXGJHW� ZKHQ� SURMHFW� GHVLJQV� FKDQJH�� VXSSRUWV
FOHDUHU� ILQDQFLDO� UHSRUWLQJ� DQG� DFFRXQWDELOLW\ �� DQG� KHOSV� IXQGHUV� DQG� JRYHUQPHQWV� FRPSDUH� FRVWV� DFURVV
GLï HUHQW� VLWHV� RU� FRPPXQLWLHV� �: RUOG� %DQN�� � � � � � �� 7KLV� DSSURDFK� LV� HVSHFLDOO\ � YDOXDEOH� IRU� SURMHFWV� LQ
UHVRXUFH�FRQVWUDLQHG�VPDOO�LVODQG�VWDWHV��ZKHUH�EXGJHWV�DUH�WLJKW�DQG�LW�LV�FULWLFDO�WR�SURGXFH�FUHGLEOH��IOH[ LEOH
FRVW�HVWLPDWHV�WR�VHFXUH�IXQGLQJ�DQG�WR�DGDSW�RYHU�WLPH��2 ( &' ��� � � � ��: RUOG�%DQN��� � � � � ��

� �



%XLOGLQJ� RQ� WKHVH� LQVLJKWV�� DGRSWLQJ� SURJUDPPDWLF�� PXOWL�\ HDU� EXGJHWLQJ� IUDPHZRUNV� FDQ� \ LHOG� VXEVWDQWLDO
Hð FLHQFLHV�FRPSDUHG�WR�WUHDWLQJ�HDFK�UHORFDWLRQ�DV�DQ�LVRODWHG�SURMHFW��* ROGILQFK�	 �+ XFNVWHS��� � � � ��S��� � � ��%\
SODQQLQJ� DQG� DOORFDWLQJ� UHVRXUFHV� DFURVV� PXOWLSOH� VLWHV� RU� SKDVHV�� D� SURJUDP�OHYHO� EXGJHW� VWUHDPOLQHV
DGPLQLVWUDWLYH�SURFHVVHV��UHGXFHV�SHU�SURMHFW�WUDQVDFWLRQ�FRVWV��DQG�FUHDWHV�RSSRUWXQLWLHV�IRU�LWHUDWLYH�OHDUQLQJ
DQG�DGDSWDWLRQ�DV�HDFK�SKDVH�LQIRUPV�WKH�QH[ W�q�DOO�RI�ZKLFK�VWUHQJWKHQ�RYHUDOO�SURMHFW�GHOLYHU\ � �* ROGILQFK� 	
+ XFNVWHS�� � � � � � �� 7KLV� DSSURDFK� LV� EHQHILFLDO� ZKHQ� UHORFDWLRQ� LQLWLDWLYHV� VSDQ� VHYHUDO� FRPPXQLWLHV� RU� UHTXLUH
VXVWDLQHG�HQJDJHPHQW�RYHU�PDQ\ � \ HDUV��DV�LW�HQFRXUDJHV�SRROLQJ�RI�UHVRXUFHV��VKDULQJ�RI�H[ SHUWLVH��DQG�PRUH
VWUDWHJLF� RYHUVLJKW� RI� FURVV�FXWWLQJ� FKDOOHQJHV� �2 ZHQV� HW� DO��� � � � � � �� ,W� FDQ� EH� EHWWHU� HQDEOHG� WKURXJK
FRPSUHKHQVLYH� ULVN� GDWD�� Hï HFWLYH� FRPPXQLW\ � DQG� VWDNHKROGHU� FRQVXOWDWLRQV�� DQG� D� WKRURXJK� &RVW�%HQHILW
$QDO\ VHV�� $%&� KDV� EHHQ� Hï HFWLYHO\ � XVHG� LQ� LQIUDVWUXFWXUH� SURMHFWV� WR� DYRLG� FRVW� RYHUUXQV�� DSSO\ LQJ� LW� WR
UHORFDWLRQV� PHDQV� HYHU\ � FRPSRQHQW�� IURP� FRPPXQLW\ � FRQVXOWDWLRQV� WR� KRXVH� FRQVWUXFWLRQ�� LV� DFFRXQWHG� IRU
�: RUOG�%DQN��� � � � � ��

) XUWKHUPRUH�� UHFRJQLVLQJ� WKDW� QRW� DOO� SODQQHG� UHORFDWLRQV� DUH� ILQDQFHG� VROHO\ � WKURXJK� FHQWUDO� JRYHUQPHQW
EXGJHWV�RU�IRUPDO�FKDQQHOV��LW�LV�SUXGHQW�WR�LQFRUSRUDWH�LQFOXVLYH�DFFRXQWLQJ�SUDFWLFHV�DW�WKH�FRPPXQLW\ �OHYHO
�) DUPHU�� � � � � � �� ( VWDEOLVKLQJ�VWUDLJKWIRUZDUG��FRPPXQLW\ �OHG�OHGJHU�V\ VWHPV�FDQ�KHOS�FDSWXUH�WKH�IXOO�VSHFWUXP
RI� FRVWV� DQG� IXQGLQJ� IORZV�� HVSHFLDOO\ � WKRVH� DULVLQJ� IURP� LQIRUPDO� FRQWULEXWLRQV�� ORFDO� IXQGUDLVLQJ�� RU� QRQ�
VRYHUHLJQ�VXSSRUW� �) DUPHU�� � � � � �� ) LQHJROG� 	 �%RZHU�� � � � � � �� 7KLV�WUDQVSDUHQF\ �LV�FULWLFDO�WR�XQGHUVWDQGLQJ�WKH
UHDO�FRVWV�RI�FOLPDWH�PRELOLW\ ��EROVWHULQJ�DGYRFDF\ � IRU�VXSSOHPHQWDU\ �VXSSRUW�ZKHUH�QHHGHG��DQG�HPSRZHULQJ
FRPPXQLWLHV� XQGHUWDNLQJ� VHOI�UHORFDWLRQ� WR� GRFXPHQW� DQG� FRPPXQLFDWH� WKHLU� QHHGV� �+ XPDQ� 5LJKWV� : DWFK�
� � � � � �� 6XFK� LQFOXVLYH� ILQDQFLDO� WUDFNLQJ� DOVR� LPSURYHV� DFFRXQWDELOLW\ � DQG� IRVWHUV� FROODERUDWLRQ� DPRQJ
VWDNHKROGHUV��XOWLPDWHO\ �FRQWULEXWLQJ�WR�PRUH�UHVLOLHQW�DQG�HTXLWDEOH�UHORFDWLRQ�RXWFRPHV� �) LQHJROG� 	 �%RZHU�
� � � � � ��

,Q� VXPPDU\ �� Hï HFWLYH� ILQDQFLDO� SODQQLQJ� IRU� FOLPDWH�UHODWHG� UHORFDWLRQV� LQ� 3DFLILF� 6,' 6� UHTXLUHV� D� QXDQFHG
XQGHUVWDQGLQJ� RI� WKH� GLYHUVH� IDFWRUV� WKDW� VKDSH� HDFK� UHORFDWLRQ� VFHQDULR�� LQFOXGLQJ� VSDWLDO� SDWWHUQV�� KD] DUG
FKDUDFWHULVWLFV�� DQG� WLPHIUDPHV� �%RZHU� 	 � : HHUDVLQJKH�� � � � � �� ,3&&�� � � � � � �� 7KHVH� GLVWLQFWLRQV� LQIOXHQFH� QRW
RQO\ � WKH� VFDOH� DQG� VWUXFWXUH� RI� EXGJHWV�� EXW� DOVR� WKH� FKRLFH� RI� ILQDQFLQJ� PHFKDQLVPV� DQG� LPSOHPHQWDWLRQ
VWUDWHJLHV� �,3&&�� � � � � �� 8 1 + &5�� %URRNLQJV� ,QVWLWXWLRQ�� 	 � * HRUJHWRZQ� 8 QLYHUVLW\ �� � � � � � �� ( [ SHULHQFH� VKRZV
WKDW�KLGGHQ�FRVWV�q�VXFK�DV�WKRVH�VWHPPLQJ� IURP�SURWUDFWHG�QHJRWLDWLRQV��WKH�QHHG�IRU�RQJRLQJ�PDLQWHQDQFH�
RU�LQWDQJLEOH�VRFLDO�LPSDFWV�q�DUH�WRR�RIWHQ�RYHUORRNHG��ZKLFK�FDQ�MHRSDUGLVH�SURMHFW�VXVWDLQDELOLW\ �DQG�HTXLW\
�&KDQGUD� HW� DO��� � � � � �� : LOPVHQ� 	 � : HEEHU�� � � � � � �� $GRSWLQJ� DSSURDFKHV� OLNH� $%&� FDQ� KHOS� DGGUHVV� WKHVH
FKDOOHQJHV� E\ � HQDEOLQJ� GHWDLOHG� FRVW� WUDFNLQJ� DQG� IOH[ LEOH� EXGJHWLQJ� DFURVV� DOO� SURMHFW� SKDVHV� �* $2 �� � � � � �
: RUOG� %DQN�� � � � � � �� 7KH� QH[ W� VHFWLRQ� EXLOGV� RQ� WKLV� IRXQGDWLRQ� E\ � RXWOLQLQJ� D� VWHS�E\ �VWHS� SURFHVV� IRU� FRVW
HVWLPDWLRQ�� SURYLGLQJ� D� VWUXFWXUHG� DSSURDFK� WR� PDSSLQJ� DFWLYLWLHV�� FDWHJRULVLQJ� FRVWV�� DQG� VXSSRUWLQJ� UREXVW
SODQQLQJ�IRU�SODQQHG�UHORFDWLRQV��

� �



$FFXUDWHO\ �HVWLPDWLQJ�FRVWV�IRU�HDFK�SKDVH�RI�SODQQHG�UHWUHDW�RU�FOLPDWH�UHORFDWLRQ�q�SUH�PRYH��LQ�PRYH��DQG
SRVW�PRYH� q� LV� HVVHQWLDO� IRU� WUDQVSDUHQW�� Hï HFWLYH�� DQG� VXVWDLQDEOH� UHORFDWLRQ� RXWFRPHV�� 7KLV� LQYROYHV
LGHQWLI\ LQJ�DQG�FRVWLQJ�D�ZLGH�UDQJH�RI�DFWLYLWLHV�DFURVV�GLUHFW��WUDQVDFWLRQDO��OLIH�F\ FOH��DQG�LQWDQJLEOH�FDWHJRULHV
WR�VXSSRUW�ERWK�UHORFDWLQJ�DQG�KRVW�FRPPXQLWLHV��HQVXUH�FXOWXUDO�DQG�SV\ FKRVRFLDO�ZHOO�EHLQJ��DQG�VHFXUH�ORQJ�
WHUP�UHVLOLHQFH��* DWLVR�HW�DO���� � � � � ��

7KH�SURFHVV�RI�HVWLPDWLQJ�UHORFDWLRQ�FRVWV�FDQ�EH�VWUXFWXUHG�LQWR�WKUHH�SKDVHV��3UH�PRYH��,Q�PRYH��DQG�3RVW�
PRYH��7KH�DSSURDFK�LV�EURDGO\ �PRGHOOHG�RQ�WKH�VWUXFWXUH�RI� ) LML
V�5HORFDWLRQ�6WDQGDUG�2 SHUDWLQJ�3URFHGXUH
�62 3��� FRQVROLGDWLQJ� WKH� YDULRXV� VWHSV� WKDW� W\ SLFDOO\ � RFFXU� DORQJ� WKLV� WLPHOLQH� �5HSXEOLF� RI� ) LML�� � � � � � �� ) LML� LV
ZLGHO\ � UHFRJQLVHG� DV� D� OHDGHU� LQ� WKH� SURFHVV� DQG� PHWKRGRORJ\ � IRU� FRPPXQLW\ � UHORFDWLRQV� �* ROGILQFK� 	
+ XFNVWHS�� � � � � � �� KRZHYHU�� LW� LV� LPSRUWDQW� WR� DFNQRZOHGJH� WKDW� ZKLOH� VXFK� FRPSUHKHQVLYH� JXLGDQFH� Rï HUV
PDQ\ �EHQHILWV��LW�FDQ�DOVR�PDNH�WKH�SURFHVV�DQG�WLPHOLQH�PRUH�FRPSOH[ �DQG�UHVRXUFH�LQWHQVLYH��0 F1 DPDUD�HW
DO��� � � � � � ��%XLOGLQJ�XSRQ�WKH�SUHFHGLQJ�GLVFXVVLRQ�RI�WKH�IRXU�FRVW�FDWHJRULHV�q�GLUHFW��WUDQVDFWLRQDO��OLIH�F\ FOH�
DQG� LQWDQJLEOH� q� HDFK� DFWLYLW\ � ZLOO� EH� DVVHVVHG� DJDLQVW� WKHVH� FDWHJRULHV� �* $2 �� � � � � �� &KDQGUD� HW� DO��� � � � � � �
: KLOH� QRW� H[ KDXVWLYH�� WKH� RYHUYLHZ� SUHVHQWHG� KHUH� UHIOHFWV� SUDFWLFDO� H[ SHULHQFH� DQG� FRQVROLGDWHV� UHOHYDQW
LQVLJKWV�LQWHQGHG�WR�LQIRUP�IXWXUH�DSSURDFKHV�WR�FOLPDWH�PRELOLW\ �DQG�UHORFDWLRQ�SODQQLQJ��$OEHUW�HW�DO���� � � � � ��

7R� IDFLOLWDWH� WKH� XVH� RI� $%&� PHWKRGV� LQ� SODQQHG� UHWUHDW� DQG� FOLPDWH� UHORFDWLRQ� VFHQDULRV�� WKH� IXOO� UDQJH� RI
DFWLYLWLHV� LQYROYHG� FDQ� EH� Hï HFWLYHO\ � VXPPDULVHG� LQ� D� VWUDLJKWIRUZDUG� PDWUL[ � �30 ,�� � � � � �� VHH� $QQH[ � $ � �� 7KLV
PDWUL[ �RXWOLQHV�NH\ �DFWLYLWLHV�JURXSHG�E\ �FRVW�FDWHJRU\ � �GLUHFW��WUDQVDFWLRQDO��OLIH�F\ FOH��DQG�LQWDQJLEOH��DFURVV
HDFK�SKDVH�RI�UHORFDWLRQ��SUH��UHORFDWLRQ��GXULQJ�UHORFDWLRQ��DQG�DIWHU�UHORFDWLRQ��7KH�WHPSODWH�SURYLGHG�EHORZ
Rï HUV�D�FOHDU�IUDPHZRUN�IRU�PDSSLQJ�WKHVH�DFWLYLWLHV��VXSSRUWLQJ�WUDQVSDUHQW�DQG�V\ VWHPDWLF�FRVW�HVWLPDWLRQ��

�������&�R�V�W���(�V�W�L�P�D�W�L�R�Q���3�U�R�F�H�V�V

5HORFDWLRQ�3KDVH�

' LUHFW�FRVWV

7 UDQVDFWLRQDO�FRVWV

/ LIH�F\ FOH�FRVWV

,QWDQJLEOH�FRVWV�

3UH�5HORFDWLRQ

�NH\ �DFWLYLWLHV�

�NH\ �DFWLYLWLHV�

�NH\ �DFWLYLWLHV�

�NH\ �DFWLYLWLHV��

,Q�5HORFDWLRQ

�NH\ �DFWLYLWLHV�

�NH\ �DFWLYLWLHV�

�NH\ �DFWLYLWLHV�

�NH\ �DFWLYLWLHV��

3RVW�5HORFDWLRQ�

�NH\ �DFWLYLWLHV�

�NH\ �DFWLYLWLHV�

�NH\ �DFWLYLWLHV�

�NH\ �DFWLYLWLHV��
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7KH�SUH�PRYH�SKDVH�HQFRPSDVVHV�DOO�SUHSDUDWRU\ �DFWLYLWLHV�UHTXLUHG�WR�SODQ��DVVHVV��DQG�IDFLOLWDWH�D�VXFFHVVIXO
UHORFDWLRQ��DGGUHVVLQJ�OHJDO��VRFLDO��ILQDQFLDO��DQG�HQYLURQPHQWDO�FRQVLGHUDWLRQV�EHIRUH�PRYHPHQW�EHJLQV��2 IWHQ
XQGHUHVWLPDWHG� FRVWV� KHUH� LQFOXGH� WKH� WLPH� DQG� UHVRXUFHV� IRU� H[ WHQVLYH� FRPPXQLW\ � FRQVXOWDWLRQV� DQG
QHJRWLDWLQJ�ODQG�DJUHHPHQWV��

���D�����3�U�H���5�H�O�R�F�D�W�L�R�Q���$�F�W�L�Y�L�W�L�H�V���W�R���&�R�V�W��

5 LVN� DQDO\ VHV� � P XOWL�KD] DUG�� WRSRJUDSKLFDO�� EDWK\ P HWULF�� JHRWHFKQLFDO�� JURXQGZ DWHU�
HFRV\ VWHP � �� &RPSUHKHQVLYH� ULVN� DVVHVVPHQWV� RI� ERWK� RULJLQ� DQG� SRWHQWLDO� GHVWLQDWLRQ� VLWHV� DUH� D
IRXQGDWLRQDO�SUH�UHORFDWLRQ�DFWLYLW\ ��* RYHUQPHQW�RI�) LML��� � � � � ��7KHVH�DQDO\ VHV�KHOS�GHWHUPLQH�WKH�VXLWDELOLW\
DQG�VDIHW\ �RI�QHZ�VLWHV�DQG�WKH�OHYHO�RI�ULVN�DW�H[ LVWLQJ�VLWHV�WR�MXVWLI\ �UHORFDWLRQ��* RYHUQPHQW�RI�) LML��� � � � � �
>1 RW�WR�PHQWLRQ�EHLQJ�FUXFLDO�LQ�LGHQWLI\ LQJ�FRPPXQLWLHV�ZKR�PD\ �UHTXLUH�UHORFDWLRQ�LQ�WKH� ILUVW�SODFH�� ,Q
WKLV� UHJDUG�� GHSHQGLQJ� KRZ� PXFK� GHWDLO� ZH� ZLVK� WR� JHW� LQWR�� LW� PLJKW� EH� ZRUWK� GLVWLQJXLVKLQJ� EHWZHHQ
PDFUR� OHYHO� LGHQWLILFDWLRQ� RI� DW�ULVN� FRPPXQLWLHV� DQG� PLFUR� OHYHO� FRQVXOWDWLRQ� ZKHUH� WKH� DERYH� GLVFXVVHG
WUDQVDFWLRQDO�FRVWV�RI�FRQVHQW��ULJKWV�EDVHG��DQG�FXOWXUDOO\ �DSSURSULDWH�GHFLVLRQ�PDNLQJ�DUH�FUXFLDO@�

� �



/ DQG�YDOXDWLRQ��DFTXLVLWLRQ�FRP SHQVDWLRQ��DQG�KRVW�VLWH�SUHSDUDWLRQ��,GHQWLI\ LQJ�DQG�VHFXULQJ�ODQG
IRU�UHORFDWLRQ�LQYROYHV�ODQG�YDOXDWLRQ�DQG�QHJRWLDWLRQV�WR�DFTXLUH�ODQG�RU�FRPSHQVDWH�RZQHUV��DV�ZHOO�DV
SUHSDULQJ�WKH�KRVW�VLWH�IRU�LQFRPLQJ�FRPPXQLWLHV��&DPSEHOO��� � � � � ��,Q�3DFLILF�,VODQG�FRQWH[ WV��ODQG�LV�RIWHQ
GHHSO\ �WLHG�WR�LGHQWLW\ �DQG�OLYHOLKRRGV��VR� IDLU�FRPSHQVDWLRQ�DQG�FDUHIXO�PDQDJHPHQW�RI�ODQG�WUDQVDFWLRQV
DUH�FUXFLDO��&DPSEHOO��� � � � � ��

+ RVW� FRP P XQLW\ � VXSSRUW� DQG� LQWHJUDWLRQ� SODQV�� ,W� LV� LPSRUWDQW� WR� SODQ� VXSSRUW� IRU� KRVW
FRPPXQLWLHV�UHFHLYLQJ�UHORFDWHHV��LQFOXGLQJ�PHDVXUHV�WR� IDFLOLWDWH�VRFLDO�LQWHJUDWLRQ�DQG�SUHYHQW�SRWHQWLDO
FRQIOLFWV�RU�RYHUEXUGHQLQJ�RI�ORFDO�UHVRXUFHV��8 1 + &5�HW�DO���� � � � � ��( ï HFWLYH�UHORFDWLRQ�VWUDWHJLHV�LQFOXGH
HQJDJLQJ� KRVW� FRPPXQLW\ � PHPEHUV� LQ� SODQQLQJ� DQG� SURYLGLQJ� UHVRXUFHV� RU� VHUYLFHV� �H�J�� LPSURYHG
LQIUDVWUXFWXUH�� FRPPXQLW\ � SURJUDPV�� WR� HQVXUH� WKH� PRYH� EHQHILWV� ERWK� UHORFDWLQJ� DQG� KRVW� SRSXODWLRQV
�8 1 + &5�HW�DO���� � � � � ��

&RQFHSW� GHVLJQ�� LQFOXGLQJ� RXWOLQH� %LOOV� RI� 4 XDQWLWLHV� IRU� LQIUDVWUXFWXUH� DQG� QDWXUH�EDVHG
VROXWLRQV�� ' HYHORSLQJ� LQLWLDO� VLWH� SODQV�� LQIUDVWUXFWXUH� OD\ RXWV�� DQG� FRVW� HVWLPDWHV� �ELOOV� RI� TXDQWLWLHV�� LV
FULWLFDO��LQFOXGLQJ�FRQVLGHUDWLRQ�RI�QDWXUH�EDVHG�VROXWLRQV� IRU�FRDVWDO�SURWHFWLRQ�DQG�UHVLOLHQFH� �%ULGJHV�HW
DO��� � � � � � �� ,QFRUSRUDWLQJ� QDWXUDO� DQG� QDWXUH�EDVHG� IHDWXUHV� �H�J�� UHVWRUHG� PDQJURYHV�� ZHWODQGV�� DORQJVLGH
EXLOW�LQIUDVWUXFWXUH�FDQ�HQKDQFH�ORQJ�WHUP�VXVWDLQDELOLW\ �DQG�ULVN�UHGXFWLRQ��%ULGJHV�HW�DO���� � � � � ��

/ HJDO� GXH� GLOLJHQFH�� ODQG� WHQXUH� QHJRWLDWLRQV�� DQG� SHUP LWV�� 5HORFDWLRQ� UHTXLUHV� WKRURXJK� OHJDO
JURXQGZRUN��LQFOXGLQJ�FRQILUPLQJ�ODQG�WHQXUH�DUUDQJHPHQWV��UHVROYLQJ�DQ\ �ODQG�RZQHUVKLS�LVVXHV��REWDLQLQJ
QHFHVVDU\ �SHUPLWV��DQG�HQVXULQJ�WKH�PRYH�FRPSOLHV�ZLWK�ORFDO�DQG�QDWLRQDO�ODZV��0 F$GDP�	 �) HUULV��� � � � � �
/ HJDO�GXH�GLOLJHQFH�KHOSV�SUHYHQW� IXWXUH�GLVSXWHV�E\ � IRUPDOLVLQJ�DJUHHPHQWV�DQG�FODULI\ LQJ�ULJKWV� IRU�ERWK
RULJLQ�DQG�GHVWLQDWLRQ�ODQGV��0 F$GDP�	 �) HUULV��� � � � � ��

&DGDVWUDO�Z RUN�DQG�IRUP DOLVDWLRQ�RI�ODQG�WUDQVDFWLRQV�� ' HWDLOHG�FDGDVWUDO�VXUYH\ V�DQG�PDSSLQJ�DUH
QHHGHG�WR�Rð FLDOO\ �GHOLQHDWH�ERXQGDULHV�RI�WKH�QHZ�VLWH�DQG�WR�UHJLVWHU�ODQG�WLWOHV�RU�OHDVHV�IRU�UHORFDWHG
FRPPXQLWLHV� �* RYHUQPHQW� RI� 6RORPRQ� ,VODQGV�� � � � � � �� ) RUPDOLVLQJ� ODQG� WUDQVDFWLRQV� �H�J�� WKURXJK� OHJDO
WLWOHV�RU�GHHGV��SURYLGHV�ORQJ�WHUP�VHFXULW\ �IRU�WKH�FRPPXQLW\ �DW�WKH�QHZ�ORFDWLRQ�DQG�LV�RIWHQ�PDQGDWHG
E\ �SODQQHG�UHORFDWLRQ�SROLFLHV��* RYHUQPHQW�RI�6RORPRQ�,VODQGV��� � � � � ��

) UHH�� 3ULRU� DQG� ,QIRUP HG� &RQVHQW� � ) 3 ,&� � FRQVXOWDWLRQV� Z LWK� LQWHUSUHWDWLRQ�� &RQGXFWLQJ� ) 3,&
FRQVXOWDWLRQV� ZLWK� WKH� FRPPXQLW\ � VODWHG� IRU� UHORFDWLRQ� LV� D� NH\ � HWKLFDO� DQG� SUDFWLFDO� VWHS� WR� HQVXUH� WKH
PRYH� LV� YROXQWDU\ � DQG� FRQVHQVXDO� �%RZHU� HW� DO��� � � � � � �� 7KHVH� FRQVXOWDWLRQV� VKRXOG� EH� LQFOXVLYH� �ZLWK
WUDQVODWLRQ�RU�LQWHUSUHWDWLRQ�DV�QHHGHG��VR�WKDW�DOO�FRPPXQLW\ �PHPEHUV��LQFOXGLQJ�LQGLJHQRXV�JURXSV��IXOO\
XQGHUVWDQG� WKH� LPSOLFDWLRQV� RI� UHORFDWLRQ� DQG� KDYH� WKHLU� YRLFHV� KHDUG� LQ� GHFLVLRQ�PDNLQJ� �%RZHU� HW� DO��
� � � � � ��

/ LIH�F\ FOH�SODQQLQJ��2 	 0 �UHVHUYHV��DVVHW�RZ QHU�UHVSRQVLELOLWLHV��DQG�WUDLQLQJ�EXGJHWV��3ODQQLQJ
IRU� WKH� IXOO� OLIH� F\ FOH� RI� QHZ� LQIUDVWUXFWXUH� LV� FULWLFDO�� 7KLV� LQFOXGHV� VHWWLQJ� DVLGH� ILQDQFLDO� UHVHUYHV� IRU
RSHUDWLRQV� DQG� PDLQWHQDQFH� �2 	 0 � �� DVVLJQLQJ� FOHDU� UHVSRQVLELOLW\ � IRU� DVVHW� RZQHUVKLS�PDLQWHQDQFH�� DQG
EXGJHWLQJ� IRU� WUDLQLQJ� ORFDO� SHRSOH� WR� PDQDJH� DQG� PDLQWDLQ� IDFLOLWLHV� �: RUOG� %DQN�� � � � � � �� / LIH�F\ FOH� FRVW
SODQQLQJ�KHOSV�HQVXUH�WKDW�QHZ�KRXVLQJ��XWLOLWLHV��DQG�RWKHU�LQIUDVWUXFWXUH�UHPDLQ� IXQFWLRQDO�DQG�VDIH�ZHOO
LQWR�WKH�IXWXUH��: RUOG�%DQN��� � � � � ��

5 HVLGXDO�ULVN�EXï HUV��GLVDVWHU�ULVN�ILQDQFLQJ�FRQQHFWLRQV��( YHQ�DIWHU�UHORFDWLRQ��VRPH�UHVLGXDO�ULVN
RIWHQ� UHPDLQV�� 3UHSDULQJ� EXï HUV� �VXFK� DV� FRQWLQJHQF\ � IXQGV� RU� LQVXUDQFH�� DQG� OLQNLQJ� WKH� UHORFDWLRQ
SURMHFW� ZLWK� EURDGHU� GLVDVWHU� ULVN� ILQDQFLQJ� PHFKDQLVPV� �H�J�� LQVXUDQFH� SRROV� RU� HPHUJHQF\ � IXQGV�� FDQ
SURYLGH�ILQDQFLDO�SURWHFWLRQ�DJDLQVW�XQIRUHVHHQ�HYHQWV�DW�WKH�QHZ�VLWH��3&5$) ,�� � � � � � �� ,QFRUSRUDWLQJ�ULVN
ILQDQFLQJ�DQG�FRQWLQJHQF\ �SODQQLQJ�LV�D�SUXGHQW�VWHS�WR�VDIHJXDUG�WKH�UHORFDWHG�FRPPXQLW\ �DJDLQVW�IXWXUH
GLVDVWHUV��3&5$) ,��� � � � � ��

� �



1 RQ�HFRQRP LF� ORVV� LQYHQWRULHV�� FXOWXUDO� KHULWDJH� P DSSLQJ�� DQG� 1 ( / ' � HQJDJHP HQW�� %HIRUH
UHORFDWLRQ�� LW� LV� LPSRUWDQW� WR� FDWDORJXH� QRQ�HFRQRPLF� ORVVHV� q� VXFK� DV� FXOWXUDO� VLWHV�� DQFHVWUDO� JUDYHV�� RU
FRPPXQLW\ � QHWZRUNV� q� WKDW� PLJKW� EH� LPSDFWHG� �&KDQGUD� HW� DO��� � � � � � �� ( QJDJLQJ� ZLWK� WKH� FRPPXQLW\ � RQ
1 RQ�( FRQRPLF� / RVV�DQG� ' DPDJH� �1 ( / ' � �HQVXUHV�WKDW�FXOWXUDO�KHULWDJH�DQG�LQWDQJLEOH�YDOXHV� �OLNH�VDFUHG
VSDFHV� RU� WUDGLWLRQDO� NQRZOHGJH�� DUH� LGHQWLILHG� DQG� SODQV� DUH� PDGH� HLWKHU� WR� UHORFDWH� WKHVH� RU� WR
FRPPHPRUDWH�FRPSHQVDWH�IRU�WKHP��&KDQGUD�HW�DO���� � � � � ��

0 HQWDO� KHDOWK� EDVHOLQHV� DQG� FXOWXUDO� SURWRFROV�� ( VWDEOLVKLQJ� EDVHOLQH� GDWD� RQ� FRPPXQLW\ � PHQWDO
KHDOWK�DQG�ZHOO�EHLQJ��DQG�XQGHUVWDQGLQJ�FXOWXUDO�SURWRFROV��DOORZV�IRU�PRQLWRULQJ�WKH�SV\ FKRVRFLDO�LPSDFW
RI� UHORFDWLRQ� � ' DQQHQEHUJ� HW� DO��� � � � � � �� ,QFRUSRUDWLQJ� FXOWXUDO� SURWRFROV� �H�J�� FHUHPRQLHV� RU� EOHVVLQJV
EHIRUH� OHDYLQJ�� FDQ� KHOS� PLWLJDWH� WUDXPD�� ZKLOH� KDYLQJ� EDVHOLQH� PHQWDO� KHDOWK� LQIRUPDWLRQ� HQDEOHV� SRVW�
PRYH�VXSSRUW�WR�EH�WDLORUHG�WR�WKH�FRPPXQLW\ 
V�QHHGV�� ' DQQHQEHUJ�HW�DO���� � � � � ��

9 DOXDWLRQ� RI� RSSRUWXQLW\ � FRVWV� � H�J��� ORVV� RI� DFFHVV� WR� UHVRXUFHV� �� 3ODQQHUV� VKRXOG� DVVHVV� WKH
RSSRUWXQLW\ �FRVWV�RI�UHORFDWLRQ��VXFK�DV�WKH�ORVV�RI�DFFHVV�WR�WUDGLWLRQDO�ILVKLQJ�JURXQGV��JDUGHQV��RU�RWKHU
QDWXUDO�UHVRXUFHV�WKDW�WKH�FRPPXQLW\ �FXUUHQWO\ �UHOLHV�RQ� �6KD\ HJK�HW�DO��� � � � � � �� 7KHVH�RSSRUWXQLW\ �FRVWV
UHSUHVHQW� UHDO� HFRQRPLF� DQG� OLYHOLKRRG� LPSDFWV� RI� PRYLQJ� DQG� DFNQRZOHGJLQJ� WKHP� LQ� FRVW� HVWLPDWHV� RU
FRPSHQVDWLRQ�SODQV�LV�LPSRUWDQW�IRU�IDLUQHVV�DQG�VXVWDLQDELOLW\ ��6KD\ HJK�HW�DO���� � � � � ��

7KLV�SKDVH�FRYHUV�WKH�SUDFWLFDO�DFWLYLWLHV�DQG�DVVRFLDWHG�FRVWV�UHTXLUHG�WR�SK\ VLFDOO\ �UHORFDWH�WKH�FRPPXQLW\ �WR
WKH� QHZ� VLWH�� LQFOXGLQJ� LQIUDVWUXFWXUH� SUHSDUDWLRQ�� FRQVWUXFWLRQ�� WUDQVSRUW�� DQG� LQLWLDO� VXSSRUW� PHDVXUHV� IRU
ERWK�UHORFDWLQJ�DQG�KRVW�SRSXODWLRQV�� / RJLVWLFV�OLNH�WUDQVSRUWLQJ�EXLOGLQJ�PDWHULDOV�RU�LQWHULP�KRXVLQJ�FDQ�DGG
VLJQLILFDQW�FRVWV�LI�QRW�EXGJHWHG��

6LWH�SUHSDUDWLRQ�DQG�FLYLO�Z RUNV�� SODWIRUP V��VHDZ DOOV��URDGV��EULGJHV� ��3UHSDULQJ�WKH�QHZ�VLWH�IRU
KDELWDWLRQ� FDQ� LQYROYH� VXEVWDQWLDO� FLYLO� ZRUNV�� VXFK� DV� ODQG� FOHDULQJ�� HOHYDWLQJ� ODQG� RU� EXLOGLQJ� SURWHFWLYH
EHUPV�� FRQVWUXFWLQJ� VHDZDOOV�� DQG� EXLOGLQJ� DFFHVV� URDGV� RU� EULGJHV� �6XSSDVUL� HW� DO��� � � � � � �� 7KHVH
SUHSDUDWRU\ �LQIUDVWUXFWXUH�ZRUNV�DUH�GLUHFW�FRVWV�WKDW�PXVW�EH�EXGJHWHG��DV�WKH\ �OD\ �WKH�JURXQGZRUN� IRU
WKH�FRPPXQLW\ 
V�SK\ VLFDO�VDIHW\ �DQG�DFFHVV�DW�WKH�QHZ�ORFDWLRQ��6XSSDVUL�HW�DO���� � � � � ��

&RQVWUXFWLRQ� RI� KRXVLQJ�� SXEOLF� IDFLOLWLHV�� DQG� LQVWDOODWLRQ� RI� VHUYLFHV� � : $ 6+ �� SRZ HU�� ,&7 �
FRP P XQLW\ � DP HQLWLHV� �� 7KH� FRUH� RI� LQ�UHORFDWLRQ� FRVWV� LV� FRQVWUXFWLQJ� QHZ� KRPHV� DQG� FRPPXQLW\
EXLOGLQJV��H�J��VFKRROV��FOLQLFV���DQG�LQVWDOOLQJ�HVVHQWLDO�VHUYLFHV�OLNH�ZDWHU�DQG�VDQLWDWLRQ�V\ VWHPV��HOHFWULFLW\ �
FRPPXQLFDWLRQV��DQG�RWKHU�DPHQLWLHV��7URQTXHW��� � � � � ��( QVXULQJ�WKDW�UHORFDWHG�FRPPXQLWLHV�KDYH�DW�OHDVW
HTXLYDOHQW� �LI� QRW� LPSURYHG�� IDFLOLWLHV� DQG� VHUYLFHV� LV� FUXFLDO� IRU� WKH� VXFFHVV� RI� WKH� UHORFDWLRQ� �7URQTXHW�
� � � � � ��

���E�����' �X�U�L�Q�J���5�H�O�R�F�D�W�L�R�Q���$�F�W�L�Y�L�W�L�H�V���W�R���&�R�V�W��

� �

/ LYHOLKRRG�VWDUW�XS�SDFNDJHV�DQG�KRVW�FRP P XQLW\ �VXSSRUW�JUDQWV��7R�UHGXFH�WKH�HFRQRPLF�VKRFN
RI�UHORFDWLRQ��PDQ\ �SODQV�LQFOXGH�OLYHOLKRRG�UH�HVWDEOLVKPHQW�SDFNDJHV��VXFK�DV�WRROV��VHHGV��RU�VPDOO�JUDQWV
WR�VWDUW�QHZ�EXVLQHVVHV�RU� IDUPV�� IRU�UHORFDWLQJ� IDPLOLHV��DV�ZHOO�DV�VXSSRUW�JUDQWV� IRU�KRVW�FRPPXQLWLHV
�. XUD�HW�DO���� � � � � ��7KHVH�PHDVXUHV�KHOS�UHVWRUH�LQFRPHV�TXLFNO\ �DQG�HQFRXUDJH�JRRGZLOO�E\ �HQVXULQJ�KRVW
FRPPXQLWLHV�DOVR�EHQHILW��. XUD�HW�DO���� � � � � ��

7 UDQVSRUWLQJ� KRXVHKROGV� DQG� DVVHWV�� 0 RYLQJ� SHRSOH�� WKHLU� EHORQJLQJV�� DQG� HYHQ� OLYHVWRFN� RU
FRPPXQLW\ � DVVHWV� �H�J�� FKXUFK� SURSHUW\ �� VFKRRO� HTXLSPHQW�� WR� WKH� QHZ� VLWH� LQYROYHV� WUDQVSRUWDWLRQ
ORJLVWLFV� �%LUN�� � � � � � �� 7KHVH� FRVWV� LQFOXGH� YHKLFOHV� RU� ERDWV� IRU� WUDQVSRUW�� IXHO�� ODERXU� IRU
ORDGLQJ�XQORDGLQJ�� DQG� FDQ� EH� VLJQLILFDQW� HVSHFLDOO\ � LI� WKH� UHORFDWLRQ� LQYROYHV� GLð FXOW� WHUUDLQ� RU� ORQJ
GLVWDQFHV��%LUN��� � � � � ��



&RQWUDFWRU� P RELOLVDWLRQ�� HTXLSP HQW�� DQG� ORJLVWLFV� FRVWV�� 5HORFDWLRQ� RIWHQ� UHTXLUHV� KLULQJ
FRQVWUXFWLRQ� FRQWUDFWRUV� DQG� PRYLQJ� KHDY\ � PDFKLQHU\ � DQG� HTXLSPHQW� WR� UHPRWH� VLWHV�� 7KH� FRVW� RI
PRELOLVLQJ�FRQWUDFWRUV��WUDQVSRUWLQJ�HTXLSPHQW��DQG�VHWWLQJ�XS�ZRUN�FDPSV�ORJLVWLFV�LV�D�VXEVWDQWLDO�SDUW�RI
WKH� UHORFDWLRQ� EXGJHW� �30 ,�� � � � � � �� ( ï HFWLYH� SURMHFW� PDQDJHPHQW� DFFRXQWV� IRU� WKHVH� PRELOLVDWLRQ� DQG
ORJLVWLFV�FRVWV�WR�DYRLG�GHOD\ V�DQG�FRVW�RYHUUXQV��30 ,��� � � � � ��

) LQDQFLDO� P DQDJHP HQW�� UHSRUWLQJ�� DQG� WUDQVSDUHQF\ �RXWUHDFK� DFWLYLWLHV�� + DQGOLQJ� ODUJH
UHORFDWLRQ� IXQGV� UHTXLUHV� UREXVW� ILQDQFLDO� PDQDJHPHQW� V\ VWHPV�� %XGJHW� RYHUVLJKW�� UHJXODU� ILQDQFLDO
UHSRUWLQJ��DQG�WUDQVSDUHQF\ �PHDVXUHV� �LQFOXGLQJ�FRPPXQLW\ �RXWUHDFK�RQ�KRZ� IXQGV�DUH�XVHG��EXLOG�WUXVW
DQG� DFFRXQWDELOLW\ � �* RYHUQPHQW� RI� ) LML�� � � � � � �� ' RQRUV� DQG� JRYHUQPHQWV� RIWHQ� PDQGDWH� VXFK� UHSRUWLQJ�
DQG�LW�KHOSV�FRPPXQLWLHV�VWD\ �HQJDJHG�LQ�WKH�UHORFDWLRQ�SURFHVV��

3URIHVVLRQDO�RYHUVLJKW�� HQJLQHHUV��TXDOLW\ �DVVXUDQFH��FRQWUDFW�P DQDJHP HQW� ��( QJDJLQJ�WHFKQLFDO
H[ SHUWV�q�HQJLQHHUV��DUFKLWHFWV��SURMHFW�PDQDJHUV�q�LV�QHFHVVDU\ �GXULQJ�WKH�PRYH�WR�VXSHUYLVH�FRQVWUXFWLRQ
TXDOLW\ � DQG� FRQWUDFW� FRPSOLDQFH� �30 ,�� � � � � � �� 7KHVH� SURIHVVLRQDO� VHUYLFHV� HQVXUH� WKDW� EXLOGLQJV� DQG
LQIUDVWUXFWXUH�PHHW�VWDQGDUGV�DQG�WKDW�WKH�SURMHFW�VWD\ V�RQ�VFKHGXOH�DQG�EXGJHW��ZKLFK�DUH�WUDQVDFWLRQDO
FRVWV�WKDW�QHHG�WR�EH�LQFOXGHG�LQ�HVWLPDWHV��30 ,��� � � � � ��

6DIHJXDUGV� P RQLWRULQJ�� JULHYDQFH� KDQGOLQJ�� DQG� SDUWLFLSDWRU\ � UHYLHZ �� ' XULQJ� WKH� UHORFDWLRQ
LPSOHPHQWDWLRQ�� FRQWLQXRXV� PRQLWRULQJ� RI� VRFLDO� DQG� HQYLURQPHQWDO� VDIHJXDUGV� LV� HVVHQWLDO� WR� PLWLJDWH
KDUPV� �* HRUJHWRZQ�8 QLYHUVLW\ �HW�DO��� � � � � � �� ( VWDEOLVKLQJ�JULHYDQFH�UHGUHVV�PHFKDQLVPV�DOORZV�FRPPXQLW\
PHPEHUV� �UHORFDWLQJ� RU� KRVW�� WR� UDLVH� FRQFHUQV�� $OVR�� FRQGXFWLQJ� SDUWLFLSDWRU\ � UHYLHZV� �H�J�� FRPPXQLW\
PHHWLQJV� WR� HYDOXDWH� SURJUHVV�� HQVXUHV� WKDW� WKH� SURFHVV� UHPDLQV� WUDQVSDUHQW� DQG� LQFOXVLYH� �* HRUJHWRZQ
8 QLYHUVLW\ �HW�DO���� � � � � ��

� �

,Q�NLQG� ODERXU�� GRQDWHG� P DWHULDOV�� DQG� FRP P XQLW\ � HQJDJHP HQW�� 0 DQ\ � UHORFDWLRQV� OHYHUDJH
FRPPXQLW\ � FRQWULEXWLRQV� q� IRU� H[ DPSOH�� IXWXUH� UHVLGHQWV� FRQWULEXWLQJ� ODERXU� RU� ORFDO� PDWHULDOV� IRU
FRQVWUXFWLRQ� q� ZKLFK� FDQ� UHGXFH� FRVWV� DQG� EXLOG� RZQHUVKLS� �&KDUDQ� HW� DO��� � � � � � �� 9DOXLQJ� WKHVH� LQ�NLQG
FRQWULEXWLRQV�LV�LPSRUWDQW��WKH\ �VKRXOG�EH�GRFXPHQWHG�DV�SDUW�RI�WKH�SURMHFW��HYHQ�LI�QRW�SDLG�LQ�FDVK��DQG
IDFWRUHG�LQWR�WLPHOLQHV�DQG�SODQV��&KDUDQ�HW�DO��� � � � � � ��6WURQJ�FRPPXQLW\ �HQJDJHPHQW�WKURXJKRXW�IRVWHUV
D�VHQVH�RI�DJHQF\ �DQG�SDUWQHUVKLS�LQ�WKH�UHORFDWLRQ��

+ DQGRYHU� SURFHVV�� Z DUUDQW\ � HQIRUFHP HQW�� DQG� LQVXUDQFH� SUHP LXP V�� $ � IRUPDO� KDQGRYHU� RI� QHZ
KRXVHV�DQG�LQIUDVWUXFWXUH�WR�WKH�FRPPXQLW\ �RU�ORFDO�DXWKRULWLHV�PDUNV�WKH�HQG�RI�WKH�FRQVWUXFWLRQ�SKDVH
�30 ,�� � � � � � �� 7KLV� LQFOXGHV� DFWLYDWLQJ� DQ\ � ZDUUDQW\ � FODLPV� LI� GHIHFWV� DUH� IRXQG� DQG� DUUDQJLQJ� LQVXUDQFH� IRU
WKH� QHZ� DVVHWV� ZKHUH� DSSOLFDEOH�� %XGJHWLQJ� IRU� LQLWLDO� LQVXUDQFH� SUHPLXPV� DQG� HQVXULQJ� ZDUUDQWLHV� RQ
FRQVWUXFWLRQ�DUH�KRQRXUHG�SURWHFWV�WKH�FRPPXQLW\ 
V�LQYHVWPHQW�DQG�VDIHW\ ��30 ,��� � � � � ��

$ V�EXLOW� DVVHW� UHJLVWHUV�� 2 	 0 � P DQXDOV�� DQG� RSHUDWRU� WUDLQLQJ�� 8 SRQ� FRQVWUXFWLQJ� QHZ� DVVHWV
�KRXVHV�� LQIUDVWUXFWXUH��� FRPSLOLQJ� DQ� DV�EXLOW� DVVHW� UHJLVWHU� �DQ� LQYHQWRU\ � RI� DOO� IDFLOLWLHV� DQG� WKHLU
VSHFLILFDWLRQV��LV�JRRG�SUDFWLFH��: RUOG�%DQN��� � � � � ��$OVR��GHYHORSLQJ�2 	 0 �PDQXDOV�IRU�LQIUDVWUXFWXUH��H�J�
JXLGHV� IRU�PDLQWDLQLQJ�ZDWHU�V\ VWHPV��DQG�WUDLQLQJ�ORFDO�RSHUDWRUV�RU�FRPPLWWHHV�WR�PDQDJH�WKHVH�DVVHWV
DUH�FULWLFDO�VWHSV�GXULQJ�UHORFDWLRQ�WR�HQVXUH�VPRRWK�SRVW�PRYH�RSHUDWLRQV��: RUOG�%DQN��� � � � � ��

&XOWXUDO� FHUHP RQLHV�� UHEXULDOV�� KHULWDJH� DUFKLYLQJ�� DQG� SV\ FKRVRFLDO� VXSSRUW�� 7KH� PRYH� LWVHOI
RIWHQ�LQYROYHV�FXOWXUDO�ULWHV�q�IRU�LQVWDQFH��FHUHPRQLHV�WR�EOHVV�WKH�QHZ�VLWH�RU�ULWXDO�UHEXULDO�RI�DQFHVWRUV

UHPDLQV� LI� JUDYHV� DUH� UHORFDWHG� �+ XPDQ� 5LJKWV� : DWFK�� � � � � � �� $UFKLYLQJ� FRPPXQLW\ � KHULWDJH� �WKURXJK
UHFRUGLQJV�� PDSV�� DUWLIDFWV�� EHIRUH� PRYLQJ� FDQ� KHOS� SUHVHUYH� KLVWRU\ �� 3URYLGLQJ� SV\ FKRVRFLDO� VXSSRUW
�FRXQVHOOLQJ�� WKHUDS\ � RU� WUDGLWLRQDO� KHDOLQJ�� GXULQJ� WKH� PRYH� KHOSV� FRPPXQLWLHV� FRSH� ZLWK� WKH� HPRWLRQDO
VWUHVV�RI�OHDYLQJ�WKHLU�DQFHVWUDO�KRPH��+ 5: ��� � � � � ��



0 HGLDWLRQ� DQG� KRVWLQJ� DUUDQJHP HQWV� IRU� VRFLDO� FRKHVLRQ�� $FWLYH� Hï RUWV� WR� PHGLDWH� DQG� IDFLOLWDWH
JRRG�UHODWLRQV�EHWZHHQ�UHORFDWHG�SHRSOH�DQG�KRVW�FRPPXQLWLHV�DUH�HVVHQWLDO�GXULQJ�WKH�PRYH��-RKQVRQ�HW
DO���� � � � � ��7KLV�PD\ �LQYROYH�IRUPDO�PHGLDWLRQ�VHUYLFHV�WR�UHVROYH�FRQIOLFWV��DV�ZHOO�DV�DJUHHPHQWV�RQ�VKDULQJ
FRPPXQLW\ � IDFLOLWLHV� RU� UHVRXUFHV�� 6XFK� DUUDQJHPHQWV�� RIWHQ� EURNHUHG� E\ � ORFDO� OHDGHUV� RU� Rð FLDOV�� KHOS
PDLQWDLQ�VRFLDO�FRKHVLRQ�DQG�SUHYHQW�WHQVLRQV�IURP�XQGHUPLQLQJ�WKH�UHORFDWLRQ��-RKQVRQ�HW�DO���� � � � � ��

7KLV� SKDVH� DGGUHVVHV� WKH� HVVHQWLDO� DFWLYLWLHV�� FRVWV�� DQG� SURFHVVHV� LQYROYHG� LPPHGLDWHO\ � DIWHU� UHORFDWLRQ�
HQVXULQJ� WKH� VXVWDLQDELOLW\ �� UHVLOLHQFH�� DQG� ZHOO�EHLQJ� RI� WKH� UHVHWWOHG� FRPPXQLW\ � LQ� WKHLU� QHZ� ORFDWLRQ�� / RQJ�
WHUP�VXSSRUW��OLNH�OLYHOLKRRG�SURJUDPV�RU�PDLQWHQDQFH�IXQGV��LV�FUXFLDO�WR�SUHYHQW�EDFNVOLGLQJ��

���F�����$�I�W�H�U���5�H�O�R�F�D�W�L�R�Q���$�F�W�L�Y�L�W�L�H�V���W�R���&�R�V�W��

5 HSDLUV�� P LQRU� FRP SOHWLRQ� Z RUNV�� DQG� LQIUDVWUXFWXUH� P DLQWHQDQFH�� $ IWHU� UHORFDWLRQ�� WKHUH� DUH
RIWHQ� IROORZ�XS� FRVWV� IRU� UHSDLULQJ� DQ\ � GHIHFWV� LQ� QHZ� EXLOGLQJV�� FRPSOHWLQJ� DQ\ � XQILQLVKHG� ZRUN�� DQG
SHUIRUPLQJ�URXWLQH�PDLQWHQDQFH��6XSSDVUL�HW�DO���� � � � � ��7KHVH�FRVWV�HQVXUH�WKDW�WKH�LQIUDVWUXFWXUH�UHPDLQV
VDIH�DQG�KDELWDEOH��PDLQWHQDQFH�EXGJHWV�DQG�FDSDFLWLHV�PXVW�EH�LQ�SODFH�LPPHGLDWHO\ �SRVW�PRYH�WR�DGGUHVV
LVVXHV�WKDW�DULVH��6XSSDVUL�HW�DO���� � � � � ��

( [ SDQVLRQ�RI�SXEOLF�VHUYLFHV� � KHDOWK��HGXFDWLRQ��XWLOLWLHV� ��7KH�UHORFDWHG�FRPPXQLW\ �PD\ �JURZ��RU
WKH� KRVW� FRPPXQLW\ � PD\ � KDYH� LQFUHDVHG� SRSXODWLRQ�� QHFHVVLWDWLQJ� H[ SDQVLRQ� RI� SXEOLF� VHUYLFHV� VXFK� DV
KHDOWKFDUH� IDFLOLWLHV�� VFKRROV�� DQG� XWLOLW\ � QHWZRUNV� �0 RQJDED\ �� � � � � � �� 3ODQQLQJ� IRU� DQG� ILQDQFLQJ� WKHVH
VHUYLFH� H[ SDQVLRQV� LV� LPSRUWDQW� VR� WKDW� SRVW�UHORFDWLRQ� FRPPXQLWLHV� KDYH� DGHTXDWH� DFFHVV� WR� HVVHQWLDO
VHUYLFHV�DQG�GR�QRW�VWUDLQ�H[ LVWLQJ�IDFLOLWLHV��0 RQJDED\ ��� � � � � ��

/ LYHOLKRRG� VXSSRUW�� P DUNHW� DFFHVV�� DQG� UHVWRUDWLRQ�GHFRP P LVVLRQLQJ� RI� ROG� VLWHV�� ,Q� WKH� ORQJ
WHUP��FRQWLQXHG�OLYHOLKRRG�VXSSRUW�SURJUDPV��OLNH�VNLOOV�WUDLQLQJ�RU�PLFURILQDQFH��PD\ �EH�QHHGHG�XQWLO�WKH
FRPPXQLW\ �LV� IXOO\ �VHOI�VXð FLHQW�DW�WKH�QHZ�VLWH��$OEHUW�HW�DO��� � � � � � �� ,PSURYLQJ�PDUNHW�DFFHVV��H�J��URDGV
WR� PDUNHWV� RU� ILVKLQJ� DUHDV�� FDQ� HQKDQFH� HFRQRPLF� VXVWDLQDELOLW\ �� $GGLWLRQDOO\ �� WKHUH� PD\ � EH� FRVWV
DVVRFLDWHG� ZLWK� UHVWRULQJ� WKH� ROG� VLWH� �LI�� IRU� H[ DPSOH�� LW� ZLOO� EH� XVHG� IRU� FRQVHUYDWLRQ� RU� UHWDLQHG� IRU
FXOWXUDO� YLVLWV�� RU� VDIHO\ � GHFRPPLVVLRQLQJ� LW� �UHPRYLQJ� VWUXFWXUHV�� HQYLURQPHQWDO� FOHDQXS�� LI� LW
V� EHLQJ
DEDQGRQHG��$OEHUW�HW�DO���� � � � � ��

� �

0 RQLWRULQJ�DQG�P DLQWHQDQFH�RI�QDWXUH�EDVHG�VROXWLRQV�� ,I�WKH�UHORFDWLRQ�SURMHFW�LQFOXGHG�QDWXUH�
EDVHG� VROXWLRQV� �OLNH� SODQWHG� PDQJURYHV�� YHJHWDWHG� VZDOHV�� RU� FRUDO� UHVWRUDWLRQ��� WKRVH� UHTXLUH� RQJRLQJ
PRQLWRULQJ�DQG�PDLQWHQDQFH�WR�HQVXUH�WKH\ �FRQWLQXH�WR�SURYLGH�SURWHFWLRQ�DQG�FR�EHQHILWV��3RQWHH�HW�DO��
� � � � � �� 3RVW�PRYH� EXGJHWV� VKRXOG� DFFRXQW� IRU� WKH� XSNHHS� RI� WKHVH� QDWXUDO� IHDWXUHV�� VXFK� DV� UHSODQWLQJ
PDQJURYHV� WKDW� IDLO� RU� FOHDULQJ� GHEULV� IURP� GUDLQDJH� DUHDV�� WR� PDLQWDLQ� UHVLOLHQFH� EHQHILWV� �3RQWHH� HW� DO��
� � � � � ��

7 HFKQLFDO�DQG�ILQDQFLDO�DXGLWV��FRP P XQLW\ �VXUYH\ V��DQG�FODLP V�P DQDJHP HQW��&RQGXFWLQJ�DXGLWV
DIWHU� SURMHFW� FRPSOHWLRQ� KHOSV� YHULI\ � WKDW� IXQGV� ZHUH� XVHG� DSSURSULDWHO\ � DQG� WKDW� LQIUDVWUXFWXUH� PHHWV
WHFKQLFDO� VSHFLILFDWLRQV� �2 ( &' �� � � � � � �� 3RVW�UHORFDWLRQ� HYDOXDWLRQV� RIWHQ� LQFOXGH� VDWLVIDFWLRQ� VXUYH\ V� WR
DVVHVV� LI� QHHGV� DUH� PHW�� $ � SURFHVV� IRU� PDQDJLQJ� DQ\ � FODLPV� �H�J�� LQVXUDQFH� FODLPV� IRU� GDPDJHV�� RU
FRPPXQLW\ � FODLPV� RI� XQPHW� SURPLVHV�� VKRXOG� EH� IXQGHG� WR� HQVXUH� DFFRXQWDELOLW\ � DQG� FRQWLQXRXV
LPSURYHPHQW��2 ( &' ��� � � � � ��



5 RXWLQH� 2 	 0 � DFWLYLWLHV�� LQVXUDQFH� SUHP LXP V�� DQG� KD] DUG� UH�VFRSLQJ�� 7KH� FRPPXQLW\ � DQG
UHVSRQVLEOH� DXWKRULWLHV� ZLOO� QHHG� WR� FDUU\ � RXW� URXWLQH� RSHUDWLRQV� DQG� PDLQWHQDQFH� RI� LQIUDVWUXFWXUH� �H�J�
SHULRGLF� URDG� UHSDLUV�� ZDWHU� V\ VWHP� XSNHHS�� DQG� EXGJHW� IRU� UHFXUULQJ� FRVWV� OLNH� LQVXUDQFH� SUHPLXPV� IRU
FRPPXQLW\ �DVVHWV��8 1 ( 6&$3�� � � � � � ��$GGLWLRQDOO\ ��DV�FOLPDWH�FKDQJH�FRQWLQXHV��SHULRGLF�UH�DVVHVVPHQW�RI
KD] DUG� H[ SRVXUH� DW� WKH� QHZ� VLWH� LV� SUXGHQW� WR� XSGDWH� ULVN� UHGXFWLRQ� VWUDWHJLHV� RU� LQIUDVWUXFWXUH� QHHGV
RYHU�WLPH��8 1 ( 6&$3��� � � � � ��

* ULHYDQFH� UHGUHVV� P HFKDQLVP V� DQG� FRQIOLFW� P HGLDWLRQ�� ( YHQ� DIWHU� UHVHWWOHPHQW�� LVVXHV� PD\ � DULVH
WKDW�UHTXLUH�FRQIOLFW�UHVROXWLRQ�RU�JULHYDQFH�UHGUHVV� �3' ' � 	 �8 1 ' 55�� � � � � � ��0 DLQWDLQLQJ�RU�WUDQVLWLRQLQJ
JULHYDQFH� PHFKDQLVPV� LQWR� WKH� SRVW�PRYH� SKDVH� HQVXUHV� WKDW� ERWK� WKH� UHORFDWHG� DQG� KRVW� FRPPXQLWLHV
KDYH�D�ZD\ �WR�DGGUHVV�GLVSXWHV�RU�XQPHW�QHHGV��7KLV�RQJRLQJ�FRQIOLFW�FDSDFLW\ �LV�LPSRUWDQW�IRU�ORQJ�WHUP
SHDFH�LQ�WKH�UHVHWWOHG�DUHD��3' ' �	 �8 1 ' 55��� � � � � ��

8 SGDWLQJ� H[ SHFWHG� DQQXDO� GDP DJH� DQG� DYRLGHG�ORVV� P HWULFV�� 7R� HYDOXDWH� WKH� VXFFHVV� RI� WKH
UHORFDWLRQ�LQ�UHGXFLQJ�GLVDVWHU�ULVN��DQDO\ VWV�FDQ�XSGDWH�FDOFXODWLRQV�RI�H[ SHFWHG�DQQXDO�GDPDJH� �( $ ' � �DW
WKH�QHZ�VLWH�YHUVXV�WKH�ROG�VLWH��WKXV�TXDQWLI\ LQJ�DYRLGHG�ORVVHV�GXH�WR�WKH�PRYH� �3&5$) ,�� � � � � � ��7KHVH
PHWULFV� KHOS� GHPRQVWUDWH� ORQJ�WHUP� EHQHILWV� DQG� FDQ� LQIRUP� IXWXUH� FRVW�EHQHILW� DQDO\ VHV� IRU� UHORFDWLRQ
SURMHFWV�� &RQWLQXRXV� PRQLWRULQJ� RI� KD] DUG� GDWD� DQG� DVVHW� YDOXHV� LV� QHHGHG� WR� NHHS� WKHVH� ULVN� PHWULFV
FXUUHQW��3&5$) ,��� � � � � ��

0 HQWDO� KHDOWK� DQG� FXOWXUDO� UHYLWDOLVDWLRQ� SURJUDP P HV�� 3RVW�UHORFDWLRQ�� FRPPXQLWLHV� PD\ � EHQHILW
IURP�RQJRLQJ�PHQWDO�KHDOWK�VXSSRUW�WR�DGGUHVV�DQ\ �WUDXPD�RU�VWUHVV�UHVXOWLQJ�IURP�GLVSODFHPHQW��+ RUL�	
6FKDIHU�� � � � � � �� &XOWXUDO� UHYLWDOLVDWLRQ� SURJUDPV� q� IRU� H[ DPSOH�� ZRUNVKRSV� WR� SUDFWLFH� WUDGLWLRQDO� FUDIWV�
VWRU\ WHOOLQJ�VHVVLRQV��RU�HYHQWV�WR�FHOHEUDWH�FXOWXUDO�KHULWDJH�q�FDQ�KHOS�VWUHQJWKHQ�FRPPXQLW\ �LGHQWLW\ �LQ
WKH� QHZ� ORFDWLRQ� DQG� KHDO� WKH� VHQVH� RI� ORVV� IURP� OHDYLQJ� WKH� RULJLQDO� KRPH� �-DQLI� HW� DO��� � � � � � �� 7KHVH
SURJUDPV� DUH� RIWHQ� ORZ�FRVW� EXW� KLJK�LPSDFW� Hï RUWV� WR� LPSURYH� ZHOO�EHLQJ� DQG� FRQWLQXLW\ � RI� FXOWXUDO
NQRZOHGJH��-DQLI�HW�DO���� � � � � ��

� �

6XSSRUW�IRU�LQWHU�LQWUD�FRP P XQLW\ �GLDORJXHV�DQG�SHULRGLF�ULWXDOV�� / RQJ�WHUP�VRFLDO�FRKHVLRQ�FDQ
EH� UHLQIRUFHG� E\ � VXSSRUWLQJ� GLDORJXHV� ERWK� ZLWKLQ� WKH� UHORFDWHG� FRPPXQLW\ � DQG� EHWZHHQ� WKH� UHORFDWHG
DQG�KRVW�FRPPXQLWLHV��3HUXPDO��� � � � � ��) DFLOLWDWLQJ�SHULRGLF�ULWXDOV�RU�MRLQW�FRPPXQLW\ �HYHQWV��IRU�LQVWDQFH�
DQQXDO�IHVWLYDOV�RU�FRPPHPRUDWLRQV�WKDW�LQYROYH�ERWK�FRPPXQLWLHV��KHOSV�VXVWDLQ�UHODWLRQVKLSV�DQG�DOORZV
SHRSOH�WR�KRQRXU�WKHLU�KHULWDJH�LQ�WKH�QHZ�SODFH� �3HUXPDO�� � � � � � �� 6XFK�SUDFWLFHV�FDQ�PLWLJDWH� IHHOLQJV�RI
GLVSODFHPHQW�E\ �FUHDWLQJ�D�VKDUHG�VHQVH�RI�EHORQJLQJ�DQG�PXWXDO�XQGHUVWDQGLQJ�RYHU�WLPH��

+ HULWDJH� VWHZ DUGVKLS� DQG� RQJRLQJ� 1 ( / ' � LQYHQWRU\ � XSGDWHV�� 3URWHFWLQJ� DQG� VWHZDUGLQJ� FXOWXUDO
KHULWDJH� GRHV� QRW� HQG� ZLWK� WKH� PRYH�� 3RVW�UHORFDWLRQ� DFWLYLWLHV� LQFOXGH� PDLQWDLQLQJ� VLWHV� RI� FXOWXUDO
LPSRUWDQFH�DW�WKH�QHZ�ORFDWLRQ� �H�J��D�FRPPXQLW\ �KDOO� IRU�FHUHPRQLHV��DQG�FRQWLQXLQJ�WR�GRFXPHQW�QRQ�
HFRQRPLF�ORVVHV�DQG�GDPDJHV��* DWLVR�HW�DO��� � � � � E� ��%\ �UHJXODUO\ �XSGDWLQJ�WKH�LQYHQWRU\ �RI�FXOWXUDO�DVVHWV
DQG� ORVVHV�� FRPPXQLWLHV� DQG� JRYHUQPHQWV� FDQ� WUDFN� WKH� RQJRLQJ� LPSDFWV� RI� FOLPDWH� FKDQJH� DQG� VHHN
VXSSRUW�WR�DGGUHVV�WKRVH�ORVVHV��* DWLVR�HW�DO���� � � � E� ��

$Q� DFWLYLW\ �EDVHG� FRVWLQJ� DSSURDFK� DFURVV� DOO� UHORFDWLRQ� SKDVHV� DQG� FRVW� FDWHJRULHV� LV� FUXFLDO� IRU� IXOO\
XQGHUVWDQGLQJ� DQG� VXSSRUWLQJ� FOLPDWH�LQGXFHG� UHORFDWLRQV�� HQVXULQJ� ILQDQFLDO� WUDQVSDUHQF\ � DQG� SULRULWLVLQJ
FRPPXQLW\ �QHHGV� �) LQHJROG� 	 �%RZHU�� � � � � � �� : LWK�FRVWHG�SODQV�LQ�SODFH��DWWHQWLRQ�QRZ�WXUQV�WR�VHFXULQJ�WKH
VXVWDLQDEOH� ILQDQFLQJ� QHFHVVDU\ � IRU� VXFFHVVIXO� UHORFDWLRQ� DQG� ORQJ�WHUP� UHVLOLHQFH� q� D� WRSLF� GLVFXVVHG� LQ� WKH
QH[ W�VHFWLRQ��7KRUQWRQ��� � � � � ��



&RQVROLGDWLQJ� VHFWLRQV� � D�� F�� DQG� VHSDUDWLQJ� WKHVH� E\ � W\ SH� RI� FRVWV� LGHQWLILHG� LQ� VHFWLRQ� � E� �7DEOH� � � �� D
VXPPDU\ �WDEOH�FDQ�EH�SURGXFHG�EHORZ�� ,W�FRPSULVHV�� � �DFWLYLWLHV��LQ�WKH�� [ � �PDWUL[ ��WKHVH�DUH�QRQ�H[ KDXVWLYH
OLVW�RI�DFWLYLWLHV��ZKLFK�PD\ �EH�KHOSIXO�WR�JRYHUQPHQWV�DQG�SDUWQHUV�WR�EHWWHU�HVWLPDWH�FRVWV�RI�LPSOHPHQWLQJ
GLJQLILHG��SODQQHG�UHORFDWLRQV��

���G�����&�R�Q�V�R�O�L�G�D�W�L�Q�J���$�F�W�L�Y�L�W�L�H�V���W�R���&�R�V�W���E�\���5�H�O�R�F�D�W�L�R�Q���3�K�D�V�H���D�Q�G���&�R�V�W���&�D�W�H�J�R�U�\��

� �

� ��7UDQVDFWLRQDO
FRVWV�

) 3,&�SURFHVV
�VHJPHQWHG
FRQVXOWDWLRQV��LQFOXGLQJ
ZLWK�KRVW�FRPPXQLWLHV�
LQWHUSUHWDWLRQ��
/ HJDO�GXH�GLOLJHQFH�DQG
FXVWRPDU\ �ODQG
QHJRWLDWLRQV�
&DGDVWUDO�ZRUN�DQG
SHUPLWV�

5HVLGHQW�HQJLQHHU�DQG
VLWH�VXSHUYLVLRQ
4 XDOLW\ �$VVXUDQFH�DQG
FRQWUDFW�PDQDJHPHQW
) LQDQFLDO�PDQDJHPHQW�
UHSRUWLQJ��VDIHJXDUGV
PRQLWRULQJ��JULHYDQFH
KDQGOLQJ��DQG
WUDQVSDUHQF\ �RXWUHDFK
' RFXPHQWLQJ�LQ�NLQG
ODERXU�DQG�PDWHULDOV�DV
FRXQWHUSDUW�ILQDQFH
3DUWLFLSDWRU\ �UHYLHZ
SURFHVV�

,QGHSHQGHQW
WHFKQLFDO�ILQDQFLDO
DXGLWV��H�J��HYHU\ �WKUHH
\ HDUV�
&RPPXQLW\
VDWLVIDFWLRQ�DQG
OLYHOLKRRG�VXUYH\ V
&ODLPV�DGPLQLVWUDWLRQ�
LQFOXGLQJ�ZLWK�LQVXUHUV�
RU�RQJRLQJ�JULHYDQFH
UHVROXWLRQ�DQG�FRQIOLFW
PHGLDWLRQ�LI�QHHGHG�



,QWDQJLEOH�
FRVW
FRQVLGHUDWLRQV�

/ LIH�F\ FOH�FRVWLQJ�EXLOW
LQWR�GHVLJQ�
( VWDEOLVKPHQW�RI�2 	 0
UHVHUYH�RU�VLQNLQJ�IXQG�
EDVHOLQLQJ�( [ SHFWHG
$QQXDO�' DPDJH�DQG
DYRLGHG�ORVV
DVVXPSWLRQV
' HILQLQJ�DVVHW�RZQHU
UHVSRQVLELOLWLHV��GUDIWLQJ
2 	 0 �SODQV�DQG�WUDLQLQJ
EXGJHWV�
3ODQ�UHVLGXDO�ULVN�EXï HUV
DQG�FRQQHFW�ZLWK
RQJRLQJ�GLVDVWHU�ULVN
ILQDQFLQJ�LQLWLDWLYHV�

&HUHPRQLHV��UHEXULDOV�
KHULWDJH�GLJLWLVDWLRQ�
DUFKLYHV�
3V\ FKRVRFLDO�VXSSRUW
GXULQJ�PRYHV
0 HGLDWLRQ�DQG�KRVWLQJ
DUUDQJHPHQW�WR�VXVWDLQ
VRFLDO�FRKHVLRQ�DQG�RU
GLVSXWH�UHVROXWLRQ
EHWZHHQ�UHORFDWLQJ�DQG
KRVW�FRPPXQLWLHV�

$V�EXLOW�DVVHW�UHJLVWHU
6SDUHV�DQG�PDLQWHQDQFH
WRROV�
2 	 0 �PDQXDO
GHYHORSPHQW�DQG�WUDLQLQJ�
2 SHUDWRU�WUDLQLQJ��ZDWHU
FRPPLWWHHV��URDG
PDLQWHQDQFH�HWF��
: DUUDQW\ �HQIRUFHPHQW
DQG�KDQGRYHU�SURFHVV�DQG
GRFXPHQWDWLRQ��LQLWLDO
SUHPLXP�SD\ PHQWV�LI
DSSOLFDEOH�

5RXWLQH�2 	 0
�URDGV�GUDLQDJH
FOHDUDQFH��ZDWHU�DQG
SRZHU�V\ VWHPV��EXLOGLQJ
XSNHHS��
3UHPLXPV�IRU�LQVXUDQFH
ULVN�SRROV�
8 SGDWHG�( [ SHFWHG
$QQXDO�' DPDJH�DQG
DYRLGHG�ORVV�PHWULFV�
5H�VFRSLQJ�RI�KD] DUG
GDWD�

2 QJRLQJ�ZHOOEHLQJ�DQG
FXOWXUDO�FRQWLQXLW\
SURJUDPPHV�
,QWHU���RU�LQWUD��
FRPPXQLW\ �GLDORJXH
SODWIRUPV��SHULRGLF
ULWXDOV�
+ HULWDJH�VWHZDUGVKLS
8 SGDWHG�1 ( / '
LQYHQWRU\ �DQG
YDOXDWLRQ�DV�QHFHVVDU\ �

� ��
/ LIH�F\ FOH�
FRVWV

&RQGXFW�D�QRQ�HFRQRPLF
ORVV�DQG�GDPDJH�LQYHQWRU\
RI�WDQJLEOH�DQG�LQWDQJLEOH
DVVHWV��H�J��LGHQWLW\ ��VDFUHG
VLWHV��JUDYHV�
ODQJXDJH�SODFH
DWWDFKPHQW��DQG�PDSSLQJ
RI�FXOWXUDO�KHULWDJH�DW�ULVN�
' LVFXVV�DQG�GHFLGH
DSSURSULDWH�YDOXDWLRQ
PHWKRG��DQG�UHOHYDQW
1 ( / ' �LQLWLDWLYHV
DVVRFLDWHG�ZLWK
UHORFDWLRQ�
0 HQWDO�KHDOWK�EDVHOLQHV�
' HVLJQ�RI�FXOWXUDO
SURWRFROV�IRU�WKH
UHORFDWLRQ�SURFHVV
2 SSRUWXQLW\ �FRVW
YDOXDWLRQV�IRU�ORVVHV
UHODWHG�WR�UHORFDWLRQ��H�J�
ORVW�ILVKHULHV�RU�JDUGHQV��

� �



7R�EULGJH�WKH�FOLPDWH�UHORFDWLRQ�ILQDQFLQJ�JDS��3DFLILF�6,' 6�PXVW�ERWK�PRELOLVH�QHZ�UHVRXUFHV�DQG�XVH�H[ LVWLQJ
IXQGV� PRUH� Hï HFWLYHO\ �� 5LVLQJ� VHDV� ZLOO� GULYH� GLVSODFHPHQW�� HVSHFLDOO\ � LQ� 6,' 6� DQG� ORZ�O\ LQJ� FRDVWV�� 7KH� ,&-
� � � � � � � FODULILHV� WKDW� DOO� 6WDWHV� KDYH� D� OHJDO� GXW\ � WR� FRRSHUDWH� WRZDUG� HTXLWDEOH� VROXWLRQV� DQG� LQWHUSUHWV
DGDSWDWLRQ�DQG�ILQDQFH�DV�ELQGLQJ�SLOODUV�RI�WKH�UHJLPH��8 QGHU�8 1 ) &&&�$UWLFOH�� ��GHYHORSHG��$QQH[ �,,� �6WDWHV
PXVW� DVVLVW� SDUWLFXODUO\ � YXOQHUDEOH� GHYHORSLQJ� FRXQWULHV�� LQFOXGLQJ� WKURXJK� IXQGLQJ�� LQVXUDQFH�� DQG� WHFKQRORJ\
WUDQVIHU�� ZKLOH� 3DULV� $UWLFOH� � � REOLJHV� ILQDQFH� ZKRVH� VFDOH� UHIOHFWV� GHYHORSLQJ�FRXQWU\ � QHHGV� DQG� GRQRU
FDSDFLWLHV�� $OWKRXJK� WKH� / RVV� DQG� ' DPDJH� ) XQG� GRHV� QRW� LWVHOI� FUHDWH� OLDELOLW\ �� WKH� JHQHUDO� ODZ� RI� 6WDWH
UHVSRQVLELOLW\ �VWLOO�DSSOLHV�SURYHQ�EUHDFKHV�FDQ�UHTXLUH�FHVVDWLRQ�DQG�IXOO�UHSDUDWLRQ��LQFOXGLQJ�FRPSHQVDWLRQ�IRU
UHORFDWLRQ�H[ SHQVHV�ZKHUH�D�VXð FLHQWO\ �GLUHFW�FDXVDO�QH[ XV�LV�VKRZQ��,&-��� � � � � ��

7KLV� OHJDO� IUDPLQJ� SRLQWV� WR� D� GXDO� ILQDQFLQJ� WUDFN� IRU� SODQQHG� UHWUHDW�� � � � � IRUZDUG�ORRNLQJ�� PXOWL�\ HDU
DGDSWDWLRQ�ILQDQFH��JUDQWV��WHFKQRORJ\ �WUDQVIHU��FDSDFLW\ �EXLOGLQJ��WR�SODQ��EXLOG��DQG�VXVWDLQ�UHORFDWLRQV��DQG��� �
EDFNZDUG��ORRNLQJ�FRPSHQVDWLRQ�IRU�GRFXPHQWHG�UHORFDWLRQ�FRVWV�ZKHUH�EUHDFK�DQG�FDXVDWLRQ�DUH�HVWDEOLVKHG�
PDNLQJ� ULJRURXV� FRVWLQJ�� HYLGHQFH� JDWKHULQJ�� DQG� ULJKWV�EDVHG� LPSOHPHQWDWLRQ� HVVHQWLDO�� 6RPH� DXWKRUV� DUJXH
WKDW�FOLPDWH�PRELOLW\ �IXQGLQJ�VKRXOG�EH�UHFDVW�DV�LQYHVWPHQW��VSUHDGLQJ�XSIURQW�UHORFDWLRQ�FRVWV�YLD�ODUJH�VFDOH
ERUURZLQJ� DQG� UHVSRQVLELOLW\ �VKDULQJ� FDQ� \ LHOG� ORQJ�UXQ� HFRQRPLF� UHWXUQV� IRU� KRVWV� DQG� PRYHUV� DOLNH� �/ LQRV�
� � � � � ��

&XUUHQW� ILQDQFLQJ� PHFKDQLVPV� IRU� FOLPDWH�LQGXFHG� UHORFDWLRQ� DUH� LQVXð FLHQW� WR� DGGUHVV� WKH� VFDOH� DQG
FRPSOH[ LW\ � RI� WKH� FKDOOHQJH�� OHDYLQJ� YXOQHUDEOH� FRPPXQLWLHV� DQG� JRYHUQPHQWV� DW� ULVN� �8 1 ( 3�� � � � � �� ,3&&�
� � � � �� 8 1 ' 3�� � � � � � �� 7KH� ODFN� RI� DGHTXDWH� IXQGLQJ� WKUHDWHQV� WKH� Hï HFWLYHQHVV�� HTXLW\ �� DQG� VXVWDLQDELOLW\ � RI
SODQQHG� UHORFDWLRQV�� IURP� LQLWLDO� SODQQLQJ� DQG� HQJDJHPHQW� WR� ORQJ�WHUP� VHUYLFH� DQG� LQIUDVWUXFWXUH� SURYLVLRQ
�0 RVHU� HW� DO��� � � � � �� . KDQ� HW� DO��� � � � � �� 8 1 ' 3�� � � � � � �� 6WUHQJWKHQLQJ� UHJLRQDO� DQG� QDWLRQDO� SROLF\ � IUDPHZRUNV�
LQFOXGLQJ� FOHDU�� ULJKWV�EDVHG� DSSURDFKHV� DQG� VWDQGDUG� RSHUDWLQJ� SURFHGXUHV�� FDQ� LPSURYH� FRRUGLQDWLRQ�
EXGJHWLQJ��DQG�PRQLWRULQJ�DFURVV�JRYHUQPHQW�OHYHOV��HQVXULQJ�WDUJHWHG�DQG�WUDQVSDUHQW� ILQDQFLQJ� �8 1 + &5�HW
DO��� � � � � �� 3' ' � 	 � 8 1 ' 55�� � � � � �� 5HSXEOLF� RI� ) LML�� � � � � �� 2 ( &' �� � � � � � �� ,QWHJUDWLQJ� GLVSODFHPHQW� SROLFLHV� LQWR
1 DWLRQDO� $GDSWDWLRQ� 3ODQV� �1 $3V�� DQG� PXOWL�\ HDU� H[ SHQGLWXUH� IUDPHZRUNV� IXUWKHU� VXSSRUWV� SUHGLFWDEOH
EXGJHWLQJ� DQG� VHFWRUDO� DOLJQPHQW� �8 1 ) &&&�� � � � � D�� 6/ <&$1 � 7UXVW�� � � � � �� 1 $3� * OREDO� 1 HWZRUN�� � � � � �
2 ( &' ��� � � � � ��

,PSOHPHQWDWLRQ� KLQJHV� RQ� WKH� VXE�QDWLRQDO� OHYHO�� 6/ <&$1 � 7UXVW� �� � � � � � VKRZV� KRZ� 1 $3� SULRULWLHV� WUDQVODWH
WKURXJK� SURYLQFLDO�PXQLFLSDO� SODQQLQJ� LQ� &RVWD� 5LFD� �LPSURYHG� PLJUDQW�ULVN� GDWD��� 6HQHJDO� �ILQDQFLQJ� DQG
SODQQLQJ� FRVW� FRQVWUDLQWV��� DQG� 6UL� / DQND� �ORFDO� GDWD� LQIRUPLQJ� SURYLQFHV� EXW� IXOOHU� 1 $3� LQWHJUDWLRQ� QHHGHG��
5HFRPPHQGDWLRQV�LQFOXGH�EXLOGLQJ�ORFDO�FDSDFLWLHV��FUHDWLQJ�GLUHFW�ILQDQFH�FKDQQHOV�WR�FRPPXQLWLHV��HPEHGGLQJ
GDWD�GULYHQ� LQGLFDWRUV� DQG� FRVWHG� LQWHUYHQWLRQV�� DQG� HVWDEOLVKLQJ� GHGLFDWHG� VXE�QDWLRQDO� ILQDQFH� ZLQGRZV� VR
ILQDQFH�IXQFWLRQV�DV�D�JRYHUQDQFH�WRRO��6/ <&$1 �7UXVW��� � � � � ��

�������)�L�Q�D�Q�F�L�Q�J���I�R�U���&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q�V��

���D�����,�P�S�U�R�Y�L�Q�J���)�L�Q�D�Q�F�L�Q�J���I�R�U���&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q�V��

' RPHVWLF�ILQDQFLQJ�YHKLFOHV��VXFK�DV�GHGLFDWHG�WUXVW�IXQGV��SOD\ �D�FUXFLDO�UROH�E\ �EOHQGLQJ�GRPHVWLF�DOORFDWLRQV
ZLWK�LQWHUQDWLRQDO�UHVRXUFHV��HQDEOLQJ�UHOLDEOH��PXOWL\ HDU�IXQGLQJ�IORZV��* RYHUQPHQW�RI�) LML��� � � � ��8 1 ' 3��� � � � �
3,) 6�� � � � � � �� 7KHVH� VWUXFWXUHV� QRW� RQO\ � LPSURYH� ILVFDO� KHDOWK� DQG� QDWLRQDO� RZQHUVKLS� EXW� DOVR� VXSSRUW� ERWK
FDSLWDO� DQG� RQJRLQJ� RSHUDWLRQDO� QHHGV� IRU� UHORFDWHG� FRPPXQLWLHV� �: RUOG� %DQN�� � � � � �� 2 ( &' �� � � � � �� 3,) 6�
� � � � � ��%XLOGLQJ�D�UREXVW��EDQNDEOH�SLSHOLQH�RI�UHORFDWLRQ�SURMHFWV��DV�ZHOO�DV�XVLQJ�VWDQGDUGLVHG�FRVW�WHPSODWHV
DQG�VDIHJXDUGV��HQKDQFHV�GRQRU�FRQILGHQFH�DQG�DFFHOHUDWHV�PRELOLVDWLRQ�GXULQJ�VKRFNV��* $2 �� � � � � �� ( XURSHDQ
&RPPLVVLRQ�-$63( 56��� � � � q� � � � ��8 1 ) &&&��� � � � � ��

3DFLILF� JRYHUQPHQWV�� QRWDEO\ � ) LML� ZLWK� LWV� &OLPDWH� 5HORFDWLRQ� RI� &RPPXQLWLHV� 7UXVW� ) XQG� �&52 &�7) � �� DUH
SLRQHHULQJ� WDUJHWHG� PHFKDQLVPV� WR� FRQVROLGDWH� UHVRXUFHV� �* RYHUQPHQW� RI� ) LML�� � � � � �� 5HSXEOLF� RI� ) LML�� � � � � �
5HSXEOLF� RI� ) LML�� � � � � � �� + RZHYHU�� KLJK� DGPLQLVWUDWLYH� EXUGHQV� KLJKOLJKW� WKH� QHHG� IRU� JUHDWHU� UHJLRQDO� VXSSRUW
DQG� FDSDFLW\ � EXLOGLQJ� WR� DFFHVV� LQWHUQDWLRQDO� FOLPDWH� IXQGV� Hï HFWLYHO\ � �) RXDG� HW� DO��� � � � � �� 8 1 ' 3�� � � � � �� 3,) 6�
� � � � ��2 ZHQV�HW�DO���� � � � � ��

� �



( ï HFWLYH� FOLPDWH� UHORFDWLRQ� UHTXLUHV� WKH� VWUDWHJLF� FRRUGLQDWLRQ� RI� PXOWLSOH� ILQDQFLQJ� VRXUFHV� WR� DGGUHVV� WKH
YDULHG� GHPDQGV� RI� SODQQHG� UHWUHDW�� IURP� LQLWLDO� SODQQLQJ� WKURXJK� WR� ORQJ�WHUP� RSHUDWLRQV� DQG� PDLQWHQDQFH
�8 1 ' 3�� � � � � �� 3,) 6�� � � � � �� ,3&&�� � � � � � �� . H\ � DFWRUV�� LQFOXGLQJ� SROLF\ PDNHUV� DQG� ILQDQFH� VSHFLDOLVWV�� PXVW� DOLJQ
IXQGLQJ� VWUHDPV� IURP� QDWLRQDO� EXGJHWV�� PXOWLODWHUDO� GHYHORSPHQW� EDQNV� �0 ' %V��� FOLPDWH�VSHFLILF� IXQGV� �H�J��
* UHHQ�&OLPDWH� ) XQG��� / RVV�DQG� ' DPDJH�PHFKDQLVPV��DQG�SKLODQWKURSLF�FDSLWDO� �2 ZHQV�HW�DO��� � � � � �� 1 DUDQ�HW
DO��� � � � � ��3,) 6�� � � � � � ��7KLV�DOLJQPHQW�HQVXUHV�UHVRXUFHV�DUH�SUHGLFWDEOH��VXð FLHQW��DQG�WDLORUHG�WR�WKH�VSHFLILF
SKDVH�RI�UHORFDWLRQ��VXSSRUWLQJ�DFFRXQWDELOLW\ �DQG�VXVWDLQDELOLW\ � �2 ( &' �� � � � � ��8 1 ' 3�� � � � � � ��5HFHQW�UHVHDUFK
KLJKOLJKWV� WKH� LPSRUWDQFH� IRU� DFWRUV� OHDGLQJ� SODQQHG� UHORFDWLRQ� SURFHVVHV� WR� VWULYH� IRU� EHWWHU� FRRUGLQDWLRQ�
FODULW\ �DQG�WUDQVSDUHQF\ �UHJDUGLQJ�IXQGLQJ�DUUDQJHPHQWV�� ' XUDQG�' HODFUH�HW�DO���� � � � � ��

���E�����$�O�L�J�Q�L�Q�J���)�L�Q�D�Q�F�L�Q�J���I�R�U���&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q�V��

7RROV� VXFK� DV� GHEW� VZDSV�� EOHQGHG� ILQDQFH�� DQG� GLDVSRUD� FDSLWDO� FDQ� VXSSOHPHQW� SXEOLF� DLG� LQ� IXQGLQJ� NH\
LQIUDVWUXFWXUH�DQG�OLYHOLKRRGV��7KRUQWRQ��� � � � ��1 DUDQ�HW�DO���� � � � ��. LQJ�	 �0 DULR��� � � � � ��

7R� DGYDQFH� FOLPDWH� UHORFDWLRQ�� SROLF\ � PXVW� UHLQIRUFH� QDWLRQDO� DQG� UHJLRQDO� IUDPHZRUNV�� OHYHUDJH� LQQRYDWLYH
ILQDQFLDO� SURGXFWV�� DQG� HQVXUH� LQWHUQDWLRQDO� ILQDQFH� VXSSRUWV� ORFDOO\ � OHG�� VXVWDLQDEOH� VROXWLRQV� �3DFLILF� ,VODQGV
) RUXP�6HFUHWDULDW��� � � � ��2 ZHQV�HW�DO���� � � � ��8 1 ' 3��� � � � � ��

,QQRYDWLYH�QDWLRQDO�PHFKDQLVPV��VXFK�DV� ) LML
V� ' UXD� ,QFXEDWRU�DQG�&52 &�7UXVW�) XQG��DQG�9DQXDWX
V�HPHUJLQJ
/ RVV� DQG� ' DPDJH� ) XQG�� GHPRQVWUDWH� WKH� YDOXH� RI� FRPELQLQJ� GRPHVWLF� DQG� H[ WHUQDO� FDSLWDO� WR� VXSSRUW
UHORFDWLRQ� DQG� UHVLOLHQFH� �5HSXEOLF� RI� ) LML�� � � � � �� * RYHUQPHQW� RI� ) LML�� � � � � �� * RYHUQPHQW� RI� 9DQXDWX�� � � � � � �
5HJLRQDO� SODWIRUPV� OLNH� WKH� 3DFLILF� 5HVLOLHQFH� ) DFLOLW\ � IXUWKHU� EOHQG� LQWHUQDWLRQDO� DQG� QDWLRQDO� UHVRXUFHV�
LPSURYLQJ� UHOLDELOLW\ � DQG� QDWLRQDO� RZQHUVKLS� RI� IXQGV� �3,) 6�� � � � � �� 3DFLILF� ,VODQGV� 1 HZV� $VVRFLDWLRQ�� � � � � � �
' RQRU� KDUPRQLVDWLRQ� DQG� PLOHVWRQH�EDVHG� GLVEXUVHPHQWV�� DORQJVLGH� SDUWLFLSDWRU\ � SODQQLQJ�� IXUWKHU� UHLQIRUFH
Hï HFWLYHQHVV� �2 ( &' �� � � � � �� 8 QLWHG� 1 DWLRQV� + LJK� &RPPLVVLRQHU� IRU� 5HIXJHHV� HW� DO��� � � � � �� * HRUJHWRZQ
8 QLYHUVLW\ �HW�DO���� � � � � ��

' LVWLQFW� ILQDQFLDO� LQVWUXPHQWV� DUH� VXLWHG� WR� GLï HUHQW� VWDJHV� RI� FOLPDWH� UHORFDWLRQ� �2 ZHQV� HW� DO��� � � � � �� 3,) 6�
� � � � � �� ) RU� H[ DPSOH�� WKH� * UHHQ� &OLPDWH� ) XQG� LV� DSSURSULDWH� IRU� DGDSWDWLRQ� DQG� UHVLOLHQFH� LQLWLDWLYHV�� ZKLOH
0 ' %V� ILQDQFH� ODUJH� LQIUDVWUXFWXUH�� DQG� / RVV� DQG� ' DPDJH� IXQGV� DGGUHVV� QRQ�HFRQRPLF� ORVVHV� VXFK� DV� FXOWXUDO
KHULWDJH� �2 ZHQV� HW� DO��� � � � � �� %R\ G� HW� DO��� � � � � �� &KDQGUD� HW� DO��� � � � � �� -HQNLQV�� � � � � � �� 1 DWLRQDO� EXGJHWV� DUH
FUXFLDO�IRU�UHFXUUHQW�FRVWV�OLNH�RSHUDWLRQV�DQG�PDLQWHQDQFH��: RUOG�%DQN��� � � � ��2 ( &' ��� � � � � ��8 VLQJ�JUDQWV�IRU
IHDVLELOLW\ � DQG� VRFLDO� VDIHJXDUGV�� FRQFHVVLRQDO� ORDQV� IRU� FDSLWDO� ZRUNV�� DQG� ULVN� SRROV� IRU� UHVLGXDO� ORVVHV
PD[ LPLVHV� ILQDQFLDO� Hð FLHQF\ � �8 �6�� ' HSDUWPHQW� RI� 7UDQVSRUWDWLRQ�� � � � � �� ( XURSHDQ� &RPPLVVLRQ�-$63( 56�
� � � � q� � � � ��3&5$) ,��� � � � � ��

$ � QRWDEOH� ULVN�� KRZHYHU�� LV� WKDW� JOREDO� IXQGV� PD\ � E\ SDVV� ORFDO� IUDPHZRUNV�� XQGHUPLQLQJ� JRYHUQDQFH� DQG
WUDQVSDUHQF\ � �8 1 ' 3�� � � � � �� 0 DQXDPRUQ� 	 � %LHVEURHN�� � � � � �� 3DFLILF� ,VODQGV� ) RUXP� 6HFUHWDULDW�� � � � � � �� ' LUHFW
IXQGLQJ�WKURXJK�QDWLRQDO�PHFKDQLVPV�ZLWK�HVWDEOLVKHG�FRQWUROV�HQKDQFHV�FRKHUHQFH��UHGXFHV�WUDQVDFWLRQ�FRVWV�
DQG�VXSSRUWV�UREXVW�SURMHFW�SLSHOLQHV��5HSXEOLF�RI�) LML��� � � � ��2 ( &' ��� � � � ��: RUOG�%DQN��� � � � � ��

� �



) LQDQFLQJ�0 HFKDQLVP� 3XUSRVH���%HVW�8 VH� ( [ DPSOH�V�� 1 RWHV�

7DEOH�� ��' Lï HUHQW�)LQDQFLQJ�6RXUFHV�IRU�&OLPDWH�5HORFDWLRQV�LQ�3DFLILF�6,' 6�

* OREDO�' LUHFW
WR�&RPPXQLW\
) XQGV�

,QQRYDWLYH
1 DWLRQDO
3URGXFWV�

0 XOWLODWHUDO
&OLPDWH�) XQGV�

0 XOWLODWHUDO
' HYHORSPHQW
%DQNV��0 ' %V��

' HEW�6ZDSV�
%OHQGHG�) LQDQFH�
' LDVSRUD�&DSLWDO�

5HJLRQDO
$JJUHJDWRUV�

3KLODQWKURSLF
&DSLWDO�

/ RVV�DQG�' DPDJH
�/ 	 ' � �) XQGV�

) OH[ LEOH�VXSSRUW�IRU
YDULHG�QHHGV�

) XQGLQJ�UHORFDWLRQ�KRXVLQJ�
UHVLOLHQW�LQIUDVWUXFWXUH�
JUHHQ�OLYHOLKRRGV�

%OHQGLQJ�LQWHUQDWLRQDO
UHVRXUFHV�ZLWK
QDWLRQDO�SULRULWLHV��

/ DUJH�VFDOH�LQIUDVWUXFWXUH
SURMHFWV��KRXVLQJ�
WUDQVSRUW��XWLOLWLHV��

9DULRXV�

: RUOG�%DQN��$VLDQ
' HYHORSPHQW
%DQN�

) LML
V�' UXD�,QFXEDWRU�
&52 &�7UXVW�) XQG�

* UHHQ�&OLPDWH�) XQG
�* &) � �
$GDSWDWLRQ�) XQG
�$ ) � �
* OREDO�( QYLURQPHQW
) XQG��* ( ) � �

9DQXDWX
V�/ RVV�DQG
' DPDJH�) XQG�
) XQG�IRU�5HVSRQGLQJ
WR�/ RVV�	 �' DPDJH�

3DFLILF�5HVLOLHQFH
) DFLOLW\ �

* OREDO�&HQWUH�RQ
&OLPDWH�0 RELOLW\
&�&$) �

6XLWHG�IRU�FDSLWDO�
LQWHQVLYH�LQYHVWPHQWV�

$GGUHVVHV�JDSV�LQ
FRQYHQWLRQDO�EXGJHWLQJ�

) RFXV�RQ�HDUO\ �VWDJH�DQG
VRFLDO�VDIHJXDUGV�

&DQ�FRPSOHPHQW�SXEOLF
DQG�PXOWLODWHUDO�IXQGLQJ�

6XSSRUWV�FRPPXQLW\
UHVLOLHQFH�WKURXJK
HQYLURQPHQWDO�SURMHFWV�
HVSHFLDOO\ �DFFRPSDQ\ LQJ
( E$ �DQG�1 E6�

1 DWLRQDO�%XGJHWV� 8 QGHUZULWLQJ�UHFXUUHQW
FRVWV��RSHUDWLRQV�DQG
PDLQWHQDQFH��2 	 0 � �
HVVHQWLDO�VHUYLFHV�

* RYHUQPHQW
DOORFDWLRQV�

( QVXUHV�ORQJ�WHUP
VXVWDLQDELOLW\ �DQG�FRYHUV
RQJRLQJ�FRVWV�

,QWDQJLEOH�FRVWV��FXOWXUDO
KHULWDJH��VRFLDO�FRKHVLRQ�
QRQ�HFRQRPLF�ORVVHV��

$GDSWDWLRQ�DQG�
UHVLOLHQFH�EXLOGLQJ�
�FRPPXQLW\ �HQJDJHPHQW�
�ULVN�UHGXFWLRQ���1 DWXUH�
EDVHG�VROXWLRQV
�HFRV\ VWHP�UHVWRUDWLRQ�
VXVWDLQDEOH�ODQG
PDQDJHPHQW�

3ULYDWH�IRXQGDWLRQV�

/ RFDOO\ �FRQWUROOHG�
FRQWH[ W�VHQVLWLYH
ILQDQFLQJ�

' LUHFW�FRPPXQLW\ �DFFHVV
WR�IXQGLQJ�

&RPELQHV�SXEOLF�DQG
SULYDWH�FDSLWDO��VWUHQJWKHQV
QDWLRQDO�RZQHUVKLS�

) DFLOLWDWHV�GLUHFW�ILQDQFH�
IRU�DGDSWDWLRQ�DQG�
UHORFDWLRQ�

3LORW�ZRUN�IRU�FRPPXQLWLHV�DW
ULVN�RI�FOLPDWH�UHORFDWLRQ�RU
GLVSODFHPHQW�LQ�3DFLILF�6,' 6�

6FDODEOH�ZKHUH�SXEOLF�DLG�LV
LQVXð FLHQW�

0 DWFKLQJ�LQVWUXPHQWV�WR
VSHFLILF�SKDVHV�DQG�FRVWV
�H�J��JUDQWV�IRU�VDIHJXDUGV�
ORDQV�IRU�FDSLWDO�ZRUNV�
LQVXUDQFH�IRU�UHVLGXDO
ORVVHV��

* UDQWV�
&RQFHVVLRQDO
/ RDQV��5LVN
3RROV�,QVXUDQFH�

9DULRXV� 2 SWLPLVHV�Hð FLHQF\ �DQG
LPSDFW�

� �



%\ � DOLJQLQJ� GLYHUVH� ILQDQFLQJ� VRXUFHV� XQGHU� D� FRPPRQ� IUDPHZRUN� DQG� VHW� RI� VWDQGDUGV�� 3DFLILF� FRXQWULHV� FDQ
PD[ LPL] H� WKH� LPSDFW� RI� HYHU\ � GROODU� q� DYRLGLQJ� GXSOLFDWLRQ�� ILOOLQJ� JDSV�� DQG� HQVXULQJ� HYHU\ � UHORFDWLRQ
FRQWULEXWHV�WR�ORQJ�WHUP�UHVLOLHQFH��

3DFLILF�6,' 6�PXVW�EDODQFH�DOLJQPHQW�ZLWK�WKHVH�VWDQGDUGV�DJDLQVW�WKHLU�RZQ�FRPSOH[ �VRFLDO��OHJDO��DQG�FXOWXUDO
FRQWH[ WV�� SDUWLFXODUO\ � LQ� KRZ� WKH\ � DUWLFXODWH� IXQGLQJ� QHHGV� DQG� UHORFDWLRQ� LPSHUDWLYHV� �8 QLWHG� 1 DWLRQV� + LJK
&RPPLVVLRQHU�IRU�5HIXJHHV�HW�DO���� � � � ��3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW�	 �8 1 ' 55��� � � � ��&DPSEHOO��� � � � �
&KDUDQ� HW� DO��� � � � � � �� 7KH� IUDPLQJ� DQG� FRPPXQLFDWLRQ� RI� WKHVH� VWUDWHJLHV� QRW� RQO\ � Dï HFW� WKH� PRELOLVDWLRQ� RI
UHVRXUFHV� EXW� DOVR� VKDSH� JOREDO� SHUFHSWLRQV� RI� YXOQHUDELOLW\ � DQG� UHVSRQVLELOLW\ � �3HUNLVV� 	 � 0 RHUPDQ�� � � � � �
1 DUDQ� HW� DO��� � � � � �� 3,) 6�� � � � � � �� . H\ � SROLF\ � FRQVLGHUDWLRQV� LQFOXGH�� HQVXULQJ� UHORFDWLRQV� DUH� ULJKWV�EDVHG� DQG
YROXQWDU\ �� PDLQWDLQLQJ� QDWLRQDO� RZQHUVKLS� DQG� DYRLGLQJ� QDUUDWLYHV� WKDW� XQGHUPLQH� VRYHUHLJQW\ �� DQG� OHYHUDJLQJ
HPHUJLQJ�LQWHUQDWLRQDO�OHJDO�QRUPV�WR�VXSSRUW�IXQGLQJ��

$ �ULJKWV�EDVHG�DSSURDFK�LV�FHQWUDO�WR�Hï HFWLYH�UHORFDWLRQ�SROLF\ ��SULRULWLVLQJ�) UHH��3ULRU��DQG�,QIRUPHG�&RQVHQW
�) 3,&���QRQ�GLVFULPLQDWLRQ��DQG�HTXDO�EHQHILWV�IRU�ERWK�UHORFDWHG�DQG�KRVW�FRPPXQLWLHV��8 QLWHG�1 DWLRQV�+ LJK
&RPPLVVLRQHU� IRU� 5HIXJHHV� HW� DO��� � � � � �� %RZHU� HW� DO��� � � � � �� 0 F$GDP� 	 � ) HUULV�� � � � � �� + XPDQ� 5LJKWV� : DWFK�
� � � � � ��7KH�SUHGRPLQDQFH�RI�FXVWRPDU\ �ODQG�WHQXUH��HVSHFLDOO\ �LQ�SODFHV�OLNH�) LML��QHFHVVLWDWHV�ORFDOO\ �OHJLWLPDWH
PHFKDQLVPV�IRU�ODQG�DFFHVV�DQG�EHQHILW�VKDULQJ��&DPSEHOO��� � � � ��&KDUDQ�HW�DO���� � � � ��* RYHUQPHQW�RI�) LML��� � � � �
5HSXEOLF� RI� ) LML�� � � � � � �� / DQG� RZQHUVKLS� GLVSXWHV� DQG� WHQXUH� LQVHFXULWLHV� UHPDLQ� VLJQLILFDQW� SROLWLFDO� ULVNV�
UHTXLULQJ�FRQIOLFW�VHQVLWLYH� ILQDQFLQJ�DUUDQJHPHQWV�WKDW�UHVSHFW�ORFDO�JRYHUQDQFH�VWUXFWXUHV�DQG�DYRLG� IXHOOLQJ
JULHYDQFHV��&KDUDQ�HW�DO���� � � � ��-RKQVRQ�HW�DO���� � � � ��0 F0 LFKDHO�HW�DO���� � � � ��0 F1 DPDUD�	 �' HV�&RPEHV��� � � � � �
1 HJOHFWLQJ� KRVW� FRPPXQLWLHV� FDQ� EUHHG� UHVHQWPHQW� DQG� RSSRVLWLRQ�� GHUDLOLQJ� UHORFDWLRQ� SODQV�� &RQYHUVHO\ �
HDUO\ � HQJDJHPHQW� DQG� EHQHILW�VKDULQJ� ZLWK� KRVWV� �H�J��� LPSURYLQJ� WKHLU� LQIUDVWUXFWXUH� WRR�� EXLOGV� EURDGHU
SROLWLFDO� VXSSRUW� IRU� UHORFDWLRQV�� ( TXLW\ � FRQVLGHUDWLRQV� GHPDQG� GHGLFDWHG� ILQDQFLQJ� IRU� JHQGHU�� GLVDELOLW\
LQFOXVLRQ��DQG�\ RXWK�OLYHOLKRRGV��HQVXULQJ�IDLU�GLVWULEXWLRQ�RI�EXUGHQV�DQG�EHQHILWV��8 1 + &5�HW�DO���� � � � ��%RZHU
HW� DO��� � � � � �� 8 1 ' 3�� � � � � � �� 7UDQVSDUHQW� LQWHJUDWLRQ� RI� WKHVH� FRPPLWPHQWV� LV� FUXFLDO� IRU� PDLQWDLQLQJ� WUXVW
DPRQJ� GRQRUV�� SDUOLDPHQWV�� DQG� Dï HFWHG� FRPPXQLWLHV� �2 ( &' �� � � � � �� 8 1 ' 3�� � � � � �� 3,) 6�� � � � � � �� ' RQRU
FRRUGLQDWLRQ�� SDUWLFLSDWRU\ � SODQQLQJ�� DQG� FOHDU� PLOHVWRQHV� FDQ� HQVXUH� H[ WHUQDO� ILQDQFH� VXSSRUWV� ORFDOO\ � OHG
VROXWLRQV� DQG� ORQJ�WHUP� UHVLOLHQFH� �8 1 + &5� HW� DO��� � � � � �� * HRUJHWRZQ� 8 QLYHUVLW\ � HW� DO��� � � � � �� 2 ( &' �� � � � � � �
7KHUHIRUH�� 3DFLILF� JRYHUQPHQWV� QHHG� WR� IUDPH� SODQQHG� UHORFDWLRQV� DV� SURDFWLYH� FOLPDWH� UHVLOLHQFH� PHDVXUHV�
QRW� DV� IDLOXUHV� RU� IRUFHG� H[ LOH�� 7KLV� QDUUDWLYH� EDODQFH� LV� LPSRUWDQW� WR� PDLQWDLQ� GLJQLW\ �� DJHQF\ �� DQG� WR� NHHS
IRFXV�RQ�PLWLJDWLRQ�Hï RUWV��VR�WKH�ZRUOG�GRHVQ
W�VHH�3DFLILF�UHORFDWLRQ�DV�D�IRUHJRQH�FRQFOXVLRQ���

7KH� 3DFLILF� 6,' 6� DUH� HPHUJLQJ� DV� JOREDO� OHDGHUV� LQ� SODQQHG� FOLPDWH�LQGXFHG� UHORFDWLRQV�� SRVLWLRQLQJ� WKHVH
Hï RUWV�DV�ERWK�ORFDO�DGDSWDWLRQV�DQG�FRQWULEXWLRQV�WR�LQWHUQDWLRQDO�FOLPDWH�MXVWLFH�DQG�UHVLOLHQFH��3DFLILF�,VODQGV
) RUXP�6HFUHWDULDW�� � � � � ��0 RRUH�� � � � � ��7UXQGOH�	 �2 UJDQR�� � � � � �� . XSIHUEHUJ�� � � � � � �� ,QWHQVLI\ LQJ�FOLPDWH�ULVNV
KDYH� GUDZQ� LQWHUQDWLRQDO� DWWHQWLRQ�� FUHDWLQJ� RSSRUWXQLWLHV� IRU� VXSSRUW� EXW� DOVR� LQWURGXFLQJ� SUHVVXUHV� WR
FRQIRUP�WR�JOREDO�VWDQGDUGV��,QWHUJRYHUQPHQWDO�3DQHO�RQ�&OLPDWH�&KDQJH��� � � � ��8 QLWHG�1 DWLRQV�( QYLURQPHQW
3URJUDPPH��� � � � ��8 1 ) &&&��� � � � E� ��

���F�����3�R�O�L�F�\���D�Q�G���3�R�O�L�W�L�F�D�O���&�R�Q�V�L�G�H�U�D�W�L�R�Q�V��

8 OWLPDWHO\ ��SROLF\ �GHFLVLRQV�VKRXOG�UHIOHFW�HTXLW\ ��DFFRXQWDELOLW\ ��DQG�FRQIOLFW�VHQVLWLYLW\ ��WXUQLQJ�SODQQHG�UHWUHDW
LQWR� D� SODWIRUP� IRU� GLJQLW\ �� MXVWLFH�� DQG� UHJLRQDO� OHDGHUVKLS� LQ� FOLPDWH� DFWLRQ� �0 F1 DPDUD� HW� DO��� � � � � �
. XSIHUEHUJ�� � � � � �� 3,) 6�� � � � � � �� $JDLQVW� WKLV� EDFNGURS�� LW� LV� FUXFLDO� WR� GLVWLQJXLVK� EHWZHHQ� WKH� FRUH� SROLF\
HOHPHQWV� WKDW� XQGHUSLQ� Hï HFWLYH� UHORFDWLRQ� ILQDQFLQJ� DQG� WKH� SROLWLFDO� ULVNV� WKDW� FDQ� LQIOXHQFH� WKHLU
LPSOHPHQWDWLRQ��DV�RXWOLQHG�LQ�WKH�IROORZLQJ�VHFWLRQV��

� �



3DFLILF� 6,' 6� DUH� VKDSLQJ� UHORFDWLRQ� ILQDQFLQJ� VWUDWHJLHV� WR� DOLJQ� ZLWK� LQWHUQDWLRQDO� VWDQGDUGV�� ZKLOH
UHVSHFWLQJ�ORFDO�VRFLDO��OHJDO��DQG�FXOWXUDO�FRQWH[ WV��
$ � ULJKWV�EDVHG� DSSURDFK� LV� FHQWUDO�� HPSKDVLVLQJ� ) UHH�� 3ULRU�� DQG� ,QIRUPHG� &RQVHQW� �) 3,&��� QRQ�
GLVFULPLQDWLRQ��DQG�SDULW\ �RI�EHQHILWV�IRU�ERWK�UHORFDWHG�DQG�KRVW�FRPPXQLWLHV��
&XVWRPDU\ �ODQG�WHQXUH�V\ VWHPV�UHTXLUH�ORFDOO\ �OHJLWLPDWH�PHFKDQLVPV� IRU�ODQG�DFFHVV�DQG�EHQHILW�VKDULQJ�
HVSHFLDOO\ �LQ�FRXQWULHV�OLNH�) LML�ZKHUH�WKHVH�V\ VWHPV�SUHGRPLQDWH��
' HGLFDWHG� ILQDQFLQJ�LV�QHFHVVDU\ � IRU�JHQGHU��GLVDELOLW\ �LQFOXVLRQ��DQG� \ RXWK�OLYHOLKRRGV�WR�HQVXUH�HTXLWDEOH
GLVWULEXWLRQ�RI�EXUGHQV�DQG�EHQHILWV��
7UDQVSDUHQW� LQWHJUDWLRQ� RI� WKHVH� FRPPLWPHQWV� LQWR� ILQDQFLQJ� SROLF\ � LV� FUXFLDO� IRU� VFUXWLQ\ � E\ � GRQRUV�
SDUOLDPHQWV��DQG�FRPPXQLWLHV��
3DUWLFLSDWRU\ � VFHQDULR�EXLOGLQJ� DQG� IRUHVLJKW� WRROV� DUH� DGYRFDWHG� WR� JXLGH� UHORFDWLRQ� GHFLVLRQV� EDVHG� RQ
FRPPXQLW\ �SUHIHUHQFHV��HQKDQFLQJ�OHJLWLPDF\ �DQG�PLQLPLVLQJ�PDODGDSWDWLRQ��
) LGXFLDU\ �PRGHOV� �H�J���VWDWXWRU\ �WUXVW�IXQGV�YV��1 * 2 �PDQDJHG�OHGJHUV��LQIOXHQFH�SXEOLF�FRQILGHQFH�LQ�WKH
OHJLWLPDF\ �DQG�VXVWDLQDELOLW\ �RI�UHORFDWLRQ�IXQGLQJ��

3ROLF\ �$VSHFWV�RI�) LQDQFLQJ�0 HFKDQLVPV�

3ROLWLFDO�5LVN�&RQVLGHUDWLRQV�RI�) LQDQFLQJ�IRU�&OLPDWH�0 RELOLW\ �
/ DQG� RZQHUVKLS� FRQIOLFWV� DQG� WHQXUH� LQVHFXULWLHV� SRVH� VLJQLILFDQW� SROLWLFDO� ULVNV�� ZLWK� DPELJXLWLHV� LQ� ULJKWV
DQG�FRPSHQVDWLRQ�SRWHQWLDOO\ �IXHOOLQJ�ORFDO�JULHYDQFHV��
&RQIOLFW�VHQVLWLYH�SURJUDPPLQJ�LV�HVVHQWLDO�WR�SUHYHQW�H[ DFHUEDWLQJ�H[ LVWLQJ�WHQVLRQV�RU�XQGHUPLQLQJ�ORFDO
JRYHUQDQFH��SDUWLFXODUO\ �ZLWK�GRQRU�RU�0 ' %�LQYROYHPHQW��
+ RZ�ILQDQFLQJ�QHHGV�DQG�VWUDWHJLHV�DUH�FRPPXQLFDWHG�FDQ�VKDSH�JOREDO�QDUUDWLYHV��LQYHVWRU�VHQWLPHQW��DQG
SHUFHSWLRQV�RI�YXOQHUDELOLW\ ��SRWHQWLDOO\ �LPSDFWLQJ�IXWXUH�VXSSRUW��
) UDPLQJ� UHJLRQV� DV� VLWHV� RI� LQHYLWDEOH� UHWUHDW� ULVNV� GLPLQLVKLQJ� LQYHVWRU� LQWHUHVW� DQG� VKLIWLQJ� JOREDO
GLVFRXUVH�DZD\ �IURP�PLWLJDWLRQ�WRZDUGV�DGDSWDWLRQ�DQG�ORVV��
' RQRU� KDUPRQLVDWLRQ�� SDUWLFLSDWRU\ � SODQQLQJ�� DQG� FOHDU� PLOHVWRQHV� DUH� QHFHVVDU\ � WR� HQVXUH� H[ WHUQDO
ILQDQFH�VXSSRUWV�ORFDOO\ �OHG��VXVWDLQDEOH�VROXWLRQV�UDWKHU�WKDQ�GHSHQGHQF\ ��
3ROLF\ PDNHUV�PXVW�QDYLJDWH�GLð FXOW�WUDGH�Rï V�LQ�UHVRXUFH�DOORFDWLRQ��EDODQFLQJ�LPPHGLDWH�QHHGV�ZLWK�ORQJ�
WHUP�UHVLOLHQFH�DQG�PDLQWDLQLQJ�IDLUQHVV�DQG�WUDQVSDUHQF\ �WR�VXVWDLQ�SXEOLF�WUXVW��
9LVLELOLW\ � RI� FRPSHQVDWLRQ� DQG� VXSSRUW� IRU� ERWK� UHORFDWLQJ� DQG� KRVW� FRPPXQLWLHV� LV� FULWLFDO� LQ� SROLWLFDOO\
FKDUJHG�HQYLURQPHQWV��XQGHUSLQQLQJ�OHJLWLPDF\ �DQG�WUXVW��

,PSURYLQJ� ILQDQFLQJ� IRU� FOLPDWH� UHORFDWLRQV� LQ� 3DFLILF� 6PDOO� ,VODQG� ' HYHORSLQJ� 6WDWHV� �6,' 6� � UHTXLUHV� D� PXOWL�
IDFHWHG�� ORFDOO\ � OHG� DSSURDFK�� 6WUHQJWKHQLQJ� QDWLRQDO� RZQHUVKLS� E\ � HVWDEOLVKLQJ� UREXVW� GRPHVWLF� ILQDQFLQJ
YHKLFOHV��VXFK�DV�WUXVW�IXQGV�DQG�VSHFLDO�DFFRXQWV��LV�HVVHQWLDO��7KLV�HQVXUHV�WKDW�UHVRXUFHV�DUH�PDQDJHG�ZLWKLQ
ORFDO� FRQWH[ WV�� LQFUHDVLQJ� IXQGLQJ� UHOLDELOLW\ � DQG� HQDEOLQJ� JRYHUQPHQWV� WR� EOHQG� GRPHVWLF� DQG� LQWHUQDWLRQDO
VXSSRUW� IRU� ERWK� FDSLWDO� LQYHVWPHQWV� DQG� RQJRLQJ� VHUYLFHV�� 6WUDWHJLF� DOLJQPHQW� RI� GLYHUVH� IXQGLQJ� VWUHDPV�
JUDQWV��FRQFHVVLRQDO�ORDQV��LQVXUDQFH��DQG�SKLODQWKURSLF�FDSLWDO��ZLWK�WKH�GLVWLQFW�SKDVHV�RI�SODQQHG�UHORFDWLRQ
HQKDQFHV� Hð FLHQF\ �� DFFRXQWDELOLW\ �� DQG� LPSDFW�� &RRUGLQDWLQJ� WKHVH� IORZV� WKURXJK� QDWLRQDO� DQG� UHJLRQDO
SODWIRUPV�� XQGHUSLQQHG� E\ � WUDQVSDUHQW� VWDQGDUGV� DQG� VDIHJXDUGV�� EXLOGV� WUXVW� ZLWK� GRQRUV� DQG� Dï HFWHG
FRPPXQLWLHV��DQG�DOORZV�UDSLG�PRELOLVDWLRQ�GXULQJ�XUJHQW�VLWXDWLRQV��3ROLF\ PDNHUV�PXVW�DOVR�QDYLJDWH�FRPSOH[
SROLWLFDO� G\ QDPLFV�� HQVXULQJ� FRQIOLFW�VHQVLWLYH� SURJUDPPLQJ� DQG� WUDQVSDUHQW�� LQFOXVLYH� GHFLVLRQ�PDNLQJ� WR
SUHYHQW� H[ DFHUEDWLQJ� ORFDO� JULHYDQFHV�� 9LVLELOLW\ � DQG� IDLUQHVV� LQ� FRPSHQVDWLRQ� DQG� VXSSRUW� IRU� ERWK� UHORFDWLQJ
DQG� KRVW� FRPPXQLWLHV� DUH� FUXFLDO� IRU� PDLQWDLQLQJ� OHJLWLPDF\ � DQG� SXEOLF� WUXVW�� 8 OWLPDWHO\ �� D� ILQDQFLQJ� VWUDWHJ\
WKDW�FRPELQHV�WHFKQLFDO�VRXQGQHVV�ZLWK�SROLWLFDO�VHQVLWLYLW\ ��JURXQGHG�LQ�ULJKWV��HTXLW\ ��DQG�ORFDO�OHJLWLPDF\ ��ZLOO
HQDEOH�GLJQLILHG��MXVW��DQG�VXVWDLQDEOH�FOLPDWH�UHORFDWLRQV�LQ�WKH�3DFLILF�DQG�EH\ RQG��

���G�����,�P�S�U�R�Y�L�Q�J���D�Q�G���$�O�L�J�Q�L�Q�J���)�L�Q�D�Q�F�L�Q�J���I�R�U���&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q�V��
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7DEOH�� ��&RQVROLGDWHG�6XJJHVWLRQV�WR�,PSURYH�DQG�$OLJQ�)LQDQFLQJ�IRU�&OLPDWH�5HORFDWLRQV

) LQDQFLQJ�2 SSRUWXQLW\ �

6WUDWHJLFDOO\ �$OLJQ
' LYHUVH�) XQGLQJ
6RXUFHV�

' HYHORS�&OHDU�
5LJKWV�%DVHG�3ROLF\
) UDPHZRUNV�

&RPSUHKHQVLYH�� ULJKWV�EDVHG� SROLFLHV� SURYLGH� JXLGDQFH� IRU� FRRUGLQDWHG
DFWLRQ�� HPEHG� UHORFDWLRQ� LQ� QDWLRQDO� DGDSWDWLRQ� SODQV�� HQVXUH� WUDQVSDUHQW
EXGJHWLQJ� DQG� FURVV�JRYHUQPHQW� FROODERUDWLRQ�� VXSSRUWLQJ� Hï HFWLYH�
HTXLWDEOH��DQG�VXVWDLQDEOH�UHORFDWLRQ�RXWFRPHV��

' HWDLOV�

0 DSSLQJ� JUDQWV�� FRQFHVVLRQDO� ORDQV�� LQVXUDQFH�� DQG� SKLODQWKURSLF� FDSLWDO� WR
GLVWLQFW� SKDVHV� DQG� QHHGV� RI� SODQQHG� UHORFDWLRQ� PD[ LPLVHV� Hð FLHQF\ � DQG
LPSDFW�� FRRUGLQDWLQJ� IORZV� WKURXJK� QDWLRQDO� DQG� UHJLRQDO� SODWIRUPV� HQKDQFHV
WUXVW�DQG�IDFLOLWDWHV�UDSLG�PRELOLVDWLRQ�ZKHQ�XUJHQW�UHORFDWLRQ�LV�QHHGHG��

( PEHG�&RQIOLFW
6HQVLWLYLW\ �DQG�( TXLW\
LQ�) LQDQFLQJ
' HFLVLRQV�

,QYHVW�LQ�,QQRYDWLYH
1 DWLRQDO�DQG�5HJLRQDO
) LQDQFLDO�3URGXFWV�

0 HFKDQLVPV� OLNH� ) LML
V� &OLPDWH� 5HORFDWLRQ� RI� &RPPXQLWLHV� 7UXVW� ) XQG� DQG
UHJLRQDO� DJJUHJDWRUV� EOHQG� SXEOLF� DQG� SULYDWH� FDSLWDO�� FDWDO\ VH� H[ WHUQDO� FR�
ILQDQFH�� SURYLGH� GLUHFW� ILQDQFH� FKDQQHOV�� LPSURYLQJ� IORZ� DQG� UHOLDELOLW\ �
VWUHQJWKHQLQJ�ORFDO�RZQHUVKLS�DQG�ILVFDO�KHDOWK��

3ROLFLHV� DQG� ILQDQFLQJ� PHFKDQLVPV� PXVW� DGGUHVV� ODQG� WHQXUH� FRPSOH[ LWLHV�
GLVWULEXWLRQDO� HTXLW\ � �LQFOXGLQJ� JHQGHU� DQG� GLVDELOLW\ � LQFOXVLRQ��� DQG� WKH
YLVLELOLW\ � RI� FRPSHQVDWLRQ�� WUDQVSDUHQW�� SDUWLFLSDWRU\ �� DQG� FRQIOLFW�VHQVLWLYH
SURJUDPPLQJ� VXVWDLQV� OHJLWLPDF\ � DQG� SXEOLF� WUXVW� LQ� SROLWLFDOO\ � FKDUJHG
HQYLURQPHQWV��

6WUHQJWKHQ�1 DWLRQDO
2 ZQHUVKLS�DQG
' RPHVWLF�) LQDQFLQJ�

%XLOGLQJ� UREXVW� GRPHVWLF� ILQDQFLQJ� YHKLFOHV�� VXFK� DV� WUXVW� IXQGV� DQG� VSHFLDO
DFFRXQWV�� HQVXUHV� UHVRXUFHV� DUH� PDQDJHG� ORFDOO\ �� LQFUHDVHV� UHOLDELOLW\ � DQG
SUHGLFWDELOLW\ �� HPSRZHUV� JRYHUQPHQWV� WR� EOHQG� GRPHVWLF� DQG� LQWHUQDWLRQDO
VXSSRUW�IRU�FDSLWDO�LQYHVWPHQWV�DQG�RQJRLQJ�VHUYLFH�SURYLVLRQ��

� �



8 OWLPDWHO\ �� VHFXULQJ� DQG� PRELOLVLQJ� ILQDQFH� IRU� FOLPDWH� UHORFDWLRQV� KLQJHV� RQ� EOHQGLQJ� GRPHVWLF� DQG
LQWHUQDWLRQDO� VRXUFHV� �2 ( &' �� � � � � � �� 6WUXFWXUHG� PHFKDQLVPV�� VXFK� DV� WUXVW� IXQGV�� SURJUDPPDWLF� RSHUDWLRQV�
DQG� RXWFRPH�EDVHG� GLVEXUVHPHQWV�� VKRXOG� EH� HPSOR\ HG� WR� FKDQQHO� WKHVH� IXQGV� Hï HFWLYHO\ � �* &) �� � � � � � �
' RPHVWLF� WUXVW� IXQGV� PD\ � VHUYH� DV� WKH� FRUQHUVWRQH� RI� ILQDQFLQJ�� ZLWK� H[ WHUQDO� VXSSRUW� OHYHUDJHG� WR� EROVWHU
VXVWDLQDELOLW\ �DQG�DGDSWDELOLW\ ��* RYHUQPHQW�RI�) LML��� � � � � ��DV�WKLV�DSSURDFK�VLJQDOV�WR�GRQRUV�WKDW�3DFLILF�QDWLRQV
DUH�RUJDQL] HG�DQG�FR�LQYHVWLQJ��ZKLFK�FDQ�LQFHQWLYLVH�JUHDWHU�FRQWULEXWLRQV��7KH�GHYHORSPHQW�DQG�IRUPDOLVDWLRQ
RI�PRGHO�DJUHHPHQWV��VDIHJXDUG�IUDPHZRUNV��DQG�RSHUDWLRQDO�PDLQWHQDQFH�V\ VWHPV�ZLWKLQ�ILQDQFLDO�DUFKLWHFWXUH
DUH�FUXFLDO�IRU�QDYLJDWLQJ�OHJDO��VRFLDO��DQG�ODQG�WHQXUH�FRPSOH[ LWLHV��* RYHUQPHQW�RI�) LML��� � � � � ��7KLV�LQWHJUDWHG
DSSURDFK� ZLOO� HQKDQFH� WKH� FUHGLELOLW\ �� IXQGDELOLW\ �� DQG� OHJLWLPDF\ � RI� UHORFDWLRQ� SURJUDPPHV� DQG� WKHLU
UHVSRQVLYHQHVV�WR�WKH�QHHGV�RI�Dï HFWHG�FRPPXQLWLHV��

( ï HFWLYH�FRVW�HVWLPDWLRQ�DQG� ILQDQFLQJ�DOLJQPHQW�DUH� IXQGDPHQWDO�SLOODUV� IRU�WKH�VXFFHVV�RI�FOLPDWH�UHORFDWLRQ
DFURVV�3DFLILF�6,' 6� � ,3&&�� � � � � � �� 7R�DGGUHVV�WKH�UHJLRQ
V�XQLTXH�FKDOOHQJHV��UDQJLQJ� IURP�YDULHG�JHRJUDSKLHV
DQG�FXVWRPDU\ �ODQG�WHQXUH�V\ VWHPV�WR�WKH�LPSHUDWLYH�IRU�HQGXULQJ�UHVLOLHQFH��3DFLILF�6,' 6�PXVW�DGRSW�UREXVW�
FRQWH[ W�VHQVLWLYH�IUDPHZRUNV��%DUQHWW�	 �&DPSEHOO��� � � � � ��3ROLF\ PDNHUV�DUH�XUJHG�WR�SULRULWLVH�WKH�FUHDWLRQ�RI
VWDQGDUGLVHG�FRVW�WHPSODWHV�DQG�FRPSUHKHQVLYH�XQLW�FRVW�OLEUDULHV��ZKLFK�ZLOO�HQVXUH�ILQDQFLDO�SODQQLQJ�UHPDLQV
FRQVLVWHQW�DQG�FRPSDUDEOH�DFURVV�GLYHUVH�FRQWH[ WV��3DFLILF�&RPPXQLW\ �� � � � � � ��%\ �HVWDEOLVKLQJ�FOHDU��UHJLRQDOO\
KDUPRQLVHG�PHWKRGRORJLHV� IRU�FRVW�HVWLPDWLRQ��3DFLILF�6,' 6�ZLOO� IRVWHU�WUXVW�DPRQJ�VWDNHKROGHUV�DQG�GRQRUV�
OD\ LQJ�D�VROLG�IRXQGDWLRQ�IRU�FROOHFWLYH�DFWLRQ��2 ( &' ��� � � � � ��

$OLJQLQJ� ILQDQFLDO� VWUDWHJLHV� ZLWK� WKHVH� FRVW� HVWLPDWLRQ� IUDPHZRUNV� LV� HTXDOO\ � YLWDO� �8 1 ) &&&�� � � � � � �� 7KLV
UHTXLUHV� WKH� LQWHJUDWLRQ� RI� QDWLRQDO� EXGJHWLQJ� SURFHVVHV� ZLWK� EURDGHU� UHJLRQDO� SROLF\ � FRPPLWPHQWV�� VXFK� DV
WKRVH�HPEHGGHG�LQ�WKH�35) &0 � �3DFLILF�,VODQGV�) RUXP�6HFUHWDULDW�� � � � � � ��6XFK�DOLJQPHQW�HQVXUHV�WKDW�ILQDQFLDO
IORZV� DUH� QRW� RQO\ � DGHTXDWH� EXW� DOVR� WDUJHWHG� WRZDUGV� RXWFRPHV� WKDW� FKDPSLRQ� ULJKWV�EDVHG� JRYHUQDQFH�
XSKROG� FRPPXQLW\ � SDUWLFLSDWLRQ�� DQG� HQKDQFH� RYHUDOO� ZHOO�� EHLQJ� �1 DQVHQ� ,QLWLDWLYH�� � � � � � �� ,QVWLWXWLRQDOLVLQJ
FRRUGLQDWLRQ� PHFKDQLVPV�� LQFOXGLQJ� GHILQHG� UROHV� RU� DXWKRULWLHV�� WKH� LPSOHPHQWDWLRQ� RI� ) 3,&� SURFHVVHV�� DQG
Hï HFWLYH� * 50 �� ZLOO� IXUWKHU� UHLQIRUFH� WUDQVSDUHQF\ � DQG� DFFRXQWDELOLW\ � �8 QLWHG� 1 DWLRQV�� � � � � � �� 7KH� UHJXODU
SXEOLFDWLRQ� RI� DQQXDO� UHORFDWLRQ� SLSHOLQHV� DQG� WKH� SXEOLF� UHOHDVH� RI� ILQDQFLDO� GDWD� ZLOO� XQGHUSLQ� WKHVH� Hï RUWV�
HQVXUH�UREXVW�VFUXWLQ\ �DQG�IRVWHU�SXEOLF�FRQILGHQFH��* OREDO�&RPPLVVLRQ�RQ�$GDSWDWLRQ��� � � � � ��

�������&�R�Q�F�O�X�V�L�R�Q��

���D�����&�R�V�W�L�Q�J���(�V�W�L�P�D�W�L�R�Q���D�Q�G���)�L�Q�D�Q�F�L�Q�J���$�O�L�J�Q�P�H�Q�W���I�R�U���&�O�L�P�D�W�H���5�H�O�R�F�D�W�L�R�Q�V��

$ �OLIHF\ FOH�FRVWLQJ�DSSURDFK�LV�HVVHQWLDO��RQH�WKDW�H[ WHQGV�EH\ RQG�LPPHGLDWH�UHORFDWLRQ�H[ SHQVHV�WR�HQFRPSDVV
QRQ�HFRQRPLF� ORVVHV� �1 ( / V�� DQG� WKH� RQJRLQJ� FRVWV� RI� SRVW�PRYH� RSHUDWLRQV� DQG� PDLQWHQDQFH� �8 1 ) &&&�
� � � � � ��* RYHUQPHQWV�PXVW�LQYHVW�LQ�DSSURSULDWH�WRROV�DQG�FDSDFLW\ �EXLOGLQJ�LQLWLDWLYHV�WR�DFFXUDWHO\ �DVVHVV�WKHVH
PXOWLIDFHWHG�FRVWV��LQFOXGLQJ�WKH�DGRSWLRQ�RI�FRQWH[ W�VHQVLWLYH�FRVW�EHQHILW�DQDO\ VHV�DQG�WKH�SHULRGLF�UHYLVLRQ
RI�ILQDQFLDO�PRGHOV��8 1 ' 3�� � � � � � ��3KDVHG�LQYHVWPHQWV��PDSSHG�WR�NH\ �PLOHVWRQHV�VXFK�DV�� � � � �DQG�� � � � ��ZLOO
DOORZ� IRU� DGDSWLYH� PDQDJHPHQW� DQG� WLPHO\ � UH�FRVWLQJ� DV� FLUFXPVWDQFHV� HYROYH� �3DFLILF� ,VODQGV� ) RUXP
6HFUHWDULDW�� � � � � � �� ( PEHGGLQJ� WKHVH� SUDFWLFHV� ZLWKLQ� QDWLRQDO� SODQQLQJ� DQG� EXGJHW� F\ FOHV� ZLOO� HQVXUH� WKDW
FOLPDWH� UHORFDWLRQ� SURJUDPPHV� UHPDLQ� UHOHYDQW�� Hï HFWLYH�� DQG� ILQDQFLDOO\ � VXVWDLQDEOH� RYHU� WLPH� �: RUOG� %DQN�
� � � � � ��

&DSDFLW\ �GHYHORSPHQW�PXVW�UHPDLQ�D�FHQWUDO�IRFXV��UHTXLULQJ�FRQWLQXRXV�VXSSRUW�IRU�ERWK�JRYHUQPHQW�Rð FLDOV
DQG� ORFDO� FRPPXQLWLHV� �* UHHQ� &OLPDWH� ) XQG�� � � � � � �� 7KLV� LQFOXGHV� WUDLQLQJ� RQ� DGYDQFHG� PHWKRGV� IRU� FRVWLQJ�
FOLPDWH�EXGJHW�WDJJLQJ��GHEW�VWUHVV�PRGHOOLQJ��DQG�ILGXFLDU\ �RYHUVLJKW�RI�WUXVW�IXQGV�DQG�VSHFLDO�DFFRXQWV��,0 ) �
� � � � � ��

� �



%HORZ� LV� D� VXPPDU\ � WDEOH� RXWOLQLQJ� WKH� IRFXV� DUHDV� DQG� UHFRPPHQGDWLRQV� IRU� IXWXUH� UHVHDUFK�� DQG� LQWHQGHG
RXWFRPHV�� IRU� ZKLFK� ZRUNLQJ� ZLWK� UHJLRQDO� LQVWLWXWLRQV� �H�J�� 63&�� 635( 3�� 3,) 6�� 8 63�� WR� FROOHFW� GDWD� DQG
GHYHORS�WKHVH�SURGXFWV�ZLOO�EH�FUXFLDO��

7KH� 3DFLILF� UHJLRQ� IDFHV� JURZLQJ� FKDOOHQJHV� LQ� PDQDJLQJ� FOLPDWH�LQGXFHG� GLVSODFHPHQW�� SURPSWLQJ� FDOOV� IRU
LPSURYHG� HYLGHQFH� DQG� RSHUDWLRQDO� IUDPHZRUNV� IRU� SODQQHG� UHWUHDW� DQG� UHORFDWLRQ�� . H\ � SULRULWLHV� LQFOXGH
GHYHORSLQJ� GHWDLOHG� FRVW� OLEUDULHV�� FRQWH[ W�VSHFLILF� FRVW�EHQHILW� DQDO\ VHV�� DQG� UREXVW� WRROV� IRU� DVVHVVLQJ� QRQ�
HFRQRPLF�ORVVHV�WR�HQVXUH�WUDQVSDUHQW��HTXLWDEOH�GHFLVLRQ�PDNLQJ��$GYDQFHV�LQ�SROLF\ �VKRXOG� IRFXV�RQ�WHQXUH
VROXWLRQV� DQG� LQQRYDWLYH� ILQDQFLQJ� PRGHOV�� VXSSRUWHG� E\ � VWDQGDUGLVHG� WHPSODWHV� DQG� PRQLWRULQJ� IUDPHZRUNV
DOLJQHG� ZLWK� UHJLRQDO� FRPPLWPHQWV�� &ROOHFWLYHO\ �� WKHVH� PHDVXUHV� ZLOO� VWUHQJWKHQ� DFFRXQWDELOLW\ �� IRVWHU
OHJLWLPDF\ ��DQG�SRVLWLRQ�3DFLILF�6,' 6�DV�OHDGHUV�LQ�FOLPDWH�PRELOLW\ �JRYHUQDQFH��

���E�����$�U�H�D�V���I�R�U���)�X�W�X�U�H���5�H�V�H�D�U�F�K���D�Q�G���7�H�F�K�Q�L�F�D�O���$�V�V�L�V�W�D�Q�F�H��

7DEOH�� � ��6XJJHVWHG�$UHDV�IRU�)XWXUH�5HVHDUFK�RU�0 HWKRG�' HYHORSPHQW

)RFXV�$UHD�

&RVW
$QDO\ VLV�

5HFRPPHQGDWLRQ�

' HYHORS�FRVW�OLEUDULHV�
DQG�FRQWH[ W�VSHFLILF�FRVW
�EHQHILW�DQDO\ VHV��&%$V��

) LQDQFLDO
3ODQQLQJ�

' DWD
&ROOHFWLRQ�	
0 RQLWRULQJ�

3ROLF\
' HYHORSPHQW
�

1 RQ��( FRQRPLF
/ RVVHV��1 ( / V��

( VWDEOLVK�UREXVW�WHQXUH
VROXWLRQV�DQG�LQQRYDWLYH
ILQDQFLQJ�PRGHOV�

2 SHUDWLRQDOLVH
DVVHVVPHQW�WRROV�IRU
1 ( / V��HPEHG�1 ( / V
IUDPHZRUNV�LQWR�SODQQLQJ�

6WDQGDUGLVH�UHJLRQDO�FRVW
WHPSODWH�ZLWK�DJUHHG
KHDGLQJV�DQG�XQLW�FRVW
OLEUDULHV�

7RROV�) UDPHZRUNV
0 HQWLRQHG�

8 1 ) &&&�6HFUHWDULDW
�� � � � � ��1 ( / �YDOXDWLRQ
SOXJ�LQV��FRQWLQJHQW
YDOXDWLRQ��ZHOOEHLQJ
LQGLFHV��

0 RQLWRULQJ
IUDPHZRUNV
DOLJQHG�WR�35) &0 �

,QWHQGHG�2 XWFRPH�

&RQVLVWHQF\ �DQG
FRPSDUDELOLW\ �LQ
ILQDQFLDO�SODQQLQJ�

5REXVW��FRPSDUDWLYH�GDWD
RQ�UHORFDWLRQ�FRVWV�
LQIRUPHG��WUDQVSDUHQW
GHFLVLRQV

( VWDEOLVKHG�
PHWKRGRORJLHV�

5HFRJQLVH�DQG�FRPSHQVDWH
ORVVHV�EH\ RQG�PDWHULDO
DVVHWV��VWDQGDUGLVH�SUDFWLFH�
HTXLWDEOH�FRPSHQVDWLRQ��

$GGUHVV�OHJDO�VRFLDO
EDUULHUV��HQKDQFH
IXQGDELOLW\ �DQG�WUXVW�

/ HDUQLQJ��FRQWLQXRXV
LPSURYHPHQW��HYLGHQFH�
EDVHG�SROLF\ ��HTXLWDEOH�
RXWFRPHV�

0 RGHO�FODXVHV�IRU�ODQG
DJUHHPHQWV��ORQJ�WHUP
OHDVHV��KRVW�EHQHILW
SDFNDJHV�

5HJLRQDO�FRVW�WHPSODWH�

,QFOXGH�UHORFDWLRQ
PRGXOHV�LQ�VXUYH\ V�
SXEOLVK�UHJLRQDO�SULFH
ERRN��RSHQ�UHSRVLWRU\
IRU�%R4 V�DQG�DXGLWV�

� �



� �

3UDFWLFDO� PHDVXUHV� DUH� DOVR� QHHGHG� WR� HQKDQFH� WKH� FDSDFLW\ � RI� 3DFLILF� 6,' 6� IRU� SODQQLQJ� DQG� LPSOHPHQWLQJ
FOLPDWH�UHODWHG� UHORFDWLRQV�� 7KH� IROORZLQJ� WDEOH� GHWDLOV� WKH� VSHFLILF� VXSSRUW� DQG� FDSDFLW\ � GHYHORSPHQW� DUHDV
DORQJVLGH�WKHLU�LQWHQGHG�RXWFRPHV��

7DEOH�� � ��5HFRPPHQGHG�$UHDV�RI�7HFKQLFDO�$VVLVWDQFH�DW�1DWLRQDO�DQG�5HJLRQDO�/HYHOV�

$UHD

2 SHUDWLRQDO�WRRONLWV��62 3V�IRU�ULVN�VFUHHQLQJ�
) 3,&��JULHYDQFH�UHGUHVV��WUDLQLQJ�FOLQLFV��XQLW�
FRVW�OLEUDULHV��VWDQGDUGLVHG�%R4 V��HPEHGGLQJ
ODQG�DQG�VRFLDO�VSHFLDOLVWV�

,QWHQGHG�2 XWFRPH

) LQDQFH
5HDGLQHVV�

: RUNVKRSV��FOLQLFV�IRU�0 ' %�DQG�FOLPDWH
ILQDQFH�HQJDJHPHQW��GRQRU�UHDG\
GRFXPHQWDWLRQ��WUHDVXU\ �JUDGH�ZRUNVKHHWV�
VLPSOLILHG�OHGJHUV��GLJLWDO�GDVKERDUGV��WUDLQLQJ
RQ�$%&��FOLPDWH��EXGJHW�WDJJLQJ��GHEW�VWUHVV
PRGHOOLQJ��ILGXFLDU\ �JDWHNHHSLQJ�

3RVW�5HORFDWLRQ
6XSSRUW�

,QVWLWXWLRQDOLVDWLRQ
�

7DUJHWHG�WUDLQLQJ��LQWHJUDWHG�ILQDQFLDO�WRROV�
VSHFLDOLVW�JXLGDQFH�

$ IWHUFDUH�V\ VWHPV��VXSSRUW�IRU�OLYHOLKRRGV
DQG�2 	 0 ��ODQG�WHQXUH�QHJRWLDWLRQV��) 3,&
SURFHVVHV��OLYHOLKRRG�WUDQVLWLRQ�SDFNDJHV�
PRQLWRULQJ�SRVW��PRYH�RXWFRPHV�

2 SHUDWLRQDO
) UDPHZRUNV�

( QKDQFHG�WUDQVSDUHQF\ �
FUHGLELOLW\ ��DQG�FDSDFLW\ �WR
PDQDJH�IXQGLQJ�VWUHDPV
DQG�VDIHJXDUG�UHVRXUFHV�

( QKDQFHG�FDSDFLW\ �WR�EXGJHW�
H[ HFXWH��PRQLWRU
SURJUDPPHV�

/ RQJ�WHUP�UHVLOLHQFH�
ZHOOEHLQJ��DGDSWLYH
PDQDJHPHQW��FRQWLQXRXV
LPSURYHPHQW�

7UDQVSDUHQW��ULJKWV�EDVHG�
FXOWXUDOO\ �VHQVLWLYH��DQG
OHJDOO\ �VRXQG�UHORFDWLRQ
SURFHVVHV�

' HVSLWH� SURJUHVV� LQ� GHYHORSLQJ� UHJLRQDO� IUDPHZRUNV� IRU� FRVWLQJ� DQG� ILQDQFLQJ� FOLPDWH� UHORFDWLRQV� LQ� 3DFLILF
6,' 6��FULWLFDO�JDSV�UHPDLQ�LQ�GHWDLOHG�ILQDQFLDO�JXLGDQFH��FRPSUHKHQVLYH�GDWD��DQG�FDSDFLW\ �VXSSRUW��XQGHUVFRULQJ
WKH�XUJHQW�QHHG�IRU�WDUJHWHG�LQYHVWPHQW�LQ�UREXVW�DQG�WUDQVSDUHQW�PHFKDQLVPV��WKHVH�FKDOOHQJHV�DQG�SULRULWLHV
VHW� WKH� VWDJH� IRU� WKH� FRQFOXGLQJ� GLVFXVVLRQ� RQ� Hï HFWLYH� FRVW� HVWLPDWLRQ� DQG� ILQDQFLQJ� DOLJQPHQW� IRU� IXWXUH
FOLPDWH�UHORFDWLRQ�Hï RUWV��

2 SHUDWLRQDOLVLQJ� WKH� 35) &0 � KLQJHV� RQ� UREXVW� FRVWLQJ� DQG� ILQDQFLQJ� PHFKDQLVPV� WR� HQVXUH� SODQQHG� FOLPDWH
UHORFDWLRQV�DUH�Hï HFWLYH�DQG�VXVWDLQDEOH��* RYHUQPHQWV�DUH�XUJHG�WR�GHYHORS�FRPSUHKHQVLYH�QDWLRQDO�JXLGHOLQHV
DQG� VWDQGDUG� SURFHGXUHV�� XVLQJ� UHJLRQDOO\ � FRQVLVWHQW� WHPSODWHV� DQG� FRVW� OLEUDULHV� WR� SURGXFH� WUDQVSDUHQW
EXGJHWV�WKDW�DFFRXQW�IRU�DOO�GLUHFW��LQGLUHFW��DQG�QRQ�HFRQRPLF�FRVWV��1 DWLRQDO�JRYHUQPHQWV�QHHG�WR�LQWHJUDWH
WKHVH�FRVWLQJ�DQG�ILQDQFLQJ�SUDFWLFHV�LQWR�WKHLU�GRPHVWLF�FOLPDWH�PRELOLW\ �SROLFLHV��ZKLOH�UHJLRQDO�ERGLHV��3,) 6�
63&�� 635( 3� HWF�� � DQG� LQWHUQDWLRQDO� RUJDQLVDWLRQV� �H�J�� ,2 0 �� 8 1 ,&( ) � � FDQ� IDFLOLWDWH� E\ � SURYLGLQJ� IUDPHZRUNV�
WHFKQLFDO� VXSSRUW�� DQG� E\ � KDUPRQLVLQJ� VWDQGDUGV� DFURVV� FRXQWULHV�� 7KLV� VKRXOG� EH� GRQH� LQ� FRKHUHQFH� ZLWK
QDWLRQDO�DGDSWDWLRQ�SODQV��GLVDVWHU�ULVN�UHGXFWLRQ�VWUDWHJLHV��DQG�VXVWDLQDEOH�GHYHORSPHQW�SODQV�

���F�����2�S�H�U�D�W�L�R�Q�D�O�L�V�L�Q�J���W�K�H���3�D�F�L�I�L�F���5�H�J�L�R�Q�D�O���)�U�D�P�H�Z�R�U�N���R�Q���&�O�L�P�D�W�H���0�R�E�L�O�L�W�\��

0 DLQWDLQLQJ� XS�WR�GDWH�� ORFDOO\ � UHOHYDQW� SULFH� OLEUDULHV� IRVWHUV� WUXVW� DPRQJ� VWDNHKROGHUV� DQG� GRQRUV�
,QVWLWXWLRQDOLVHG� FRRUGLQDWLRQ� LV� NH\ �� FODULI\ LQJ� PLQLVWU\ � UROHV�� HPEHGGLQJ� ) UHH�� 3ULRU� DQG� ,QIRUPHG� &RQVHQW
�) 3,&��� DQG� HQVXULQJ� DFFHVVLEOH� JULHYDQFH� SURFHVVHV�� $QQXDO� SXEOLFDWLRQ� RI� UHORFDWLRQ� SLSHOLQHV� DQG� DXGLWHG
ILQDQFLDO�VWDWHPHQWV�HQKDQFHV�WUDQVSDUHQF\ �DQG�DFFRXQWDELOLW\ ��5HJLRQDO�RUJDQLVDWLRQV�VKRXOG�KRVW�UHSRVLWRULHV
IRU�FRVW�WHPSODWHV�DQG�RXWFRPH�GDVKERDUGV��SURPRWLQJ�SHHU�H[ FKDQJH�DQG�EHVW�SUDFWLFH�VWDQGDUGLVDWLRQ�DFURVV
6,' 6�



) LQDQFLQJ�DSSURDFKHV�PXVW�EH�GLYHUVLILHG��ZLWK�H[ SDQVLRQ�RI�QDWLRQDO�WUXVW�IXQGV��SURJUDPPDWLF�RSHUDWLRQV��DQG
EOHQGHG� ILQDQFH� VROXWLRQV� WR� ERRVW� IOH[ LELOLW\ � DQG� UHVLOLHQFH�� 3LORWLQJ� UHJLRQDOO\ � DOLJQHG� FRVWLQJ� WRROV� IXUWKHU
VWUHQJWKHQV�OHJLWLPDF\ �DQG�SXEOLF�FRQILGHQFH��6XVWDLQHG�FDSDFLW\ �GHYHORSPHQW��WKURXJK�VSHFLDOLVW�WUDLQLQJ��SHHU
H[ FKDQJHV�� DQG� WHFKQLFDO� VXSSRUW�� XQGHUSLQV� FRQWLQXRXV� LPSURYHPHQW�� HQDEOLQJ� 3DFLILF� 6,' 6� WR� UHILQH� FRVW
HVWLPDWLRQ��DOLJQ�ILQDQFLDO�IORZV�ZLWK�SROLF\ ��DQG�UHVSRQG�WR�FOLPDWH�PRELOLW\ �FKDOOHQJHV��

&ROOHFWLYHO\ ��WKHVH�PHDVXUHV�OD\ �WKH� IRXQGDWLRQ� IRU�WUDQVSDUHQW��HTXLWDEOH��DQG�UHVLOLHQW�UHORFDWLRQ�RXWFRPHV�
35) &0 
V� VXFFHVV� PD\ � EH� WUDFNHG� E\ � LQGLFDWRUV� VXFK� DV� WKH� QXPEHU� RI� QDWLRQDO� UHORFDWLRQ� IUDPHZRUNV
HVWDEOLVKHG��YROXPH�RI�UHORFDWLRQ�IXQGLQJ�PRELOLVHG�UHJLRQDOO\ ��DQG�WKH�QXPEHU�RI�FRPPXQLWLHV�UHORFDWHG�ZLWK
VDIHJXDUGV� LQ� SODFH�� + LJK�OHYHO� SROLWLFDO� FRPPLWPHQW� WKURXJK� 3DFLILF� ,VODQG� ) RUXP� / HDGHUV
� GHFLVLRQV� DQG
DOLJQPHQW�RI�GRQRU�SURJUDPV�ZLWK�35) &0 �ZLOO�EH�NH\ �WR�PRYLQJ�IURP�SROLF\ �WR�SUDFWLFH��

� �

$ �FRRUGLQDWHG�DQG�WUDQVSDUHQW�DSSURDFK�WR�FOLPDWH�UHORFDWLRQ�LQ�WKH�3DFLILF�LV�HVVHQWLDO��XQGHUSLQQHG�E\ �UREXVW
QDWLRQDO�IUDPHZRUNV��UHJLRQDOO\ �FRQVLVWHQW�FRVWLQJ�WRROV��DQG�GLYHUVLILHG�ILQDQFH�PHFKDQLVPV�� ( PEHGGLQJ�) 3,&�
HIIHFWLYH� JULHYDQFH� UHGUHVV�� DQG� VWURQJ� VRFLDO� DQG� HQYLURQPHQWDO� VDIHJXDUGV� HQVXUHV� UHORFDWLRQ� SURFHVVHV
XSKROG�ULJKWV�DQG�FXOWXUDO�KHULWDJH��3ULRULWLVLQJ�LQFOXVLYH�HQJDJHPHQW��HTXLW\ �IRU�YXOQHUDEOH�JURXSV��DQG�VXSSRUW
IRU� KRVW� FRPPXQLWLHV� VWUHQJWKHQV� VRFLDO� FRKHVLRQ� DQG� IDLUQHVV�� &RQWLQXRXV� FDSDFLW\ � EXLOGLQJ�� FRPSUHKHQVLYH
ULVN�PDSSLQJ��DQG�LQWHJUDWLRQ�ZLWK�UHJLRQDO�VWUDWHJLHV�FROOHFWLYHO\ �OD\ �WKH�JURXQGZRUN�IRU�DFFRXQWDEOH��DGDSWLYH�
DQG�MXVW�FOLPDWH�UHORFDWLRQ�DFURVV�3DFLILF�6,' 6�

���G�����5�H�F�R�P�P�H�Q�G�D�W�L�R�Q�V

� �� $ OLJQ� QDWLRQDO� DFWLRQ� Z LWK� 35) &0 � DQG� 1 $ 3V� IRU� UHJLRQDO� FRQVLVWHQF\ �� ( PEHG� SODQQHG� UHORFDWLRQ� LQ
1 DWLRQDO� $GDSWDWLRQ� 3ODQV� DQG� RSHUDWLRQDOLVH� WKH� 3DFLILF� 5HJLRQDO� )UDPHZRUN� RQ� &OLPDWH� 0 RELOLW\ � VR� SURMHFWV
UHLQIRUFH�EURDGHU�UHVLOLHQFH�DQG�GHYHORSPHQW�JRDOV�

� ��( QDFW�D�FOHDU�QDWLRQDO�UHORFDWLRQ�IUDP HZ RUN�Z LWK�P DQGDWHV�DQG�EXGJHWV��$GRSW�OHJLVODWLRQ�SROLF\ �WKDW
DVVLJQV�OHDG�DXWKRULW\ ��HPEHGV�D�KXPDQ�ULJKWV�EDVHG�DSSURDFK��DQG�LQWHJUDWHV�UHORFDWLRQ�LQWR�QDWLRQDO�GHYHORSPHQW
SODQQLQJ�DQG�EXGJHW�F\ FOHV�

� ��0 DS�DQG�UDQN�FOLP DWH�ULVN�KRWVSRWV�WR�EXLOG�D�UHORFDWLRQ�SLSHOLQH��&RPSOHWH�QDWLRQDO�DQG�UHJLRQDO�ULVN
PDSV� �XVLQJ� ,3&&� WR� � � � � � DQG� WRROV� VXFK� DV� ,2 0 
V� 5LVN� ,QGH[ � IRU� &OLPDWH� ' LVSODFHPHQW��� UDQN� FRPPXQLWLHV� IRU
SODQQHG�UHORFDWLRQ��DQG�XSGDWH�WKH�SLSHOLQH�DQQXDOO\ �IRU�EXGJHWLQJ�DQG�GRQRU�HQJDJHPHQW�

�&�R�P�P�X�Q�L�W�\���(�Q�J�D�J�H�P�H�Q�W���	 ���6�R�F�L�D�O���,�Q�F�O�X�V�L�R�Q

� ��* XDUDQWHH�) 3,&��DW�RULJLQ�DQG�KRVW�ORFDWLRQV��5XQ�LQFOXVLYH��WUDQVODWHG�)UHH��3ULRU�DQG�,QIRUPHG�&RQVHQW
SURFHVVHV�IRU�DW�ULVN�DQG�KRVW�FRPPXQLWLHV�VR�FKRLFHV�DERXW�LI�ZKHQ�ZKHUH�WR�UHORFDWH�DUH�FRPPXQLW\ �GULYHQ�DIWHU
FRQVLGHULQJ�DOO�RSWLRQV�

� �� ) XQG� KRVW�FRP P XQLW\ � EHQHILW� SDFNDJHV� DQG� LQWHJUDWLRQ� VXSSRUW�� %XGJHW� IRU� KRVW�DUHD� LQIUDVWUXFWXUH
DQG�VHUYLFHV�DQG�FR�GHVLJQ�EHQHILW�VKDULQJ�WR�VXVWDLQ�VRFLDO�FRKHVLRQ�DQG�DYRLG�ORFDO�UHVHQWPHQW�

�6�W�U�D�W�H�J�L�F���3�O�D�Q�Q�L�Q�J���	 ���* �R�Y�H�U�Q�D�Q�F�H

� �� 2 SHUDWLRQDOLVH� JULHYDQFH� UHGUHVV� DQG� VDIHJXDUGV�� 6WDQG� XS� DFFHVVLEOH� JULHYDQFH� PHFKDQLVPV� DQG� UREXVW
VRFLDO�HQYLURQPHQWDO�VDIHJXDUGV�DFURVV�DOO�UHORFDWLRQ�SKDVHV�WR�SURWHFW�GLJQLW\ ��FXOWXUH��DQG�ULJKWV�

� �� + DUG�Z LUH� HTXLW\ � DQG� FXOWXUDO� SURWHFWLRQ� LQWR� HYHU\ � UHORFDWLRQ� SURMHFW�� 7UHDW� SODQQHG� UHORFDWLRQ� DV
VRFLDO� SURWHFWLRQ�� UHVRXUFH� PHDVXUHV� IRU� YXOQHUDEOH� JURXSV� DQG� SUHVHUYH� FXOWXUDO� WLHV� �FHUHPRQLHV�� KHULWDJH
PDSSLQJ��SV\ FKRVRFLDO�VXSSRUW��



� �

� � �� &URZ G� LQ� SDUWQHUV�� 333V� DQG� FRP P XQLW\ �GULYHQ� ILQDQFH�� 8 VH� SXEOLFqSULYDWH� SDUWQHUVKLSV� DQG
FRPPXQLW\ �IXQGLQJ�PRGHOV�WR�PRELOLVH�FDSLWDO�DQG�H[ SHUWLVH�IRU�KRXVLQJ�DQG�OLYHOLKRRGV�ZKLOH�HQVXULQJ�FRPPXQLWLHV
UHWDLQ�D�UHDO�VWDNH�DQG�YRLFH���

� � �� &RRUGLQDWH� LQWHUQDWLRQDO� VXSSRUW� XQGHU� HP HUJLQJ� REOLJDWLRQV� DQG� UHJLRQDO� SULRULWLHV�� 6WUHQJWKHQ
GRQRU�SODWIRUPV�VR�H[ WHUQDO�ILQDQFH�LV�SUHGLFWDEOH��DFFHVVLEOH��DQG�DOLJQHG�ZLWK�QDWLRQDO�SLSHOLQHV��WDSSLQJ�DGDSWDWLRQ
DQG�ORVV�DQG�GDPDJH�FKDQQHOV�UHIHUHQFHG�LQ�HYROYLQJ�LQWHUQDWLRQDO�JXLGDQFH��

� � ��&DSLWDOLVH�QDWLRQDO�WUXVW� IXQGV�RU�VSHFLDO�DFFRXQWV�DQG�XVH�ULVN�OD\ HUHG� ILQDQFH��3RRO�GRPHVWLF�DQG
H[ WHUQDO�UHVRXUFHV�DQG�PDWFK�LQVWUXPHQWV�WR�QHHGV��JUDQWV�RU�ORVV�DQG�GDPDJH�IXQGV�IRU�LUUHYHUVLEOH�DQG�LQWDQJLEOH
ORVVHV��FRQFHVVLRQDO�ORDQV�IRU�LQIUDVWUXFWXUH��FRQWLQJHQF\ �RU�SDUDPHWULF�FRYHU�IRU�VKRFNV���

�&�D�S�D�F�L�W�\�����. �Q�R�Z�O�H�G�J�H���	 ���0�R�Q�L�W�R�U�L�Q�J��

� � �� %XLOG� JRYHUQP HQW� DQG� FRP P XQLW\ � GHOLYHU\ � FDSDFLW\ �� 3URYLGH� FRQWLQXRXV� WUDLQLQJ� RQ� DFWLYLW\ �EDVHG
FRVWLQJ�� FOLPDWH�EXGJHW� WDJJLQJ�� ILGXFLDU\ � VWDQGDUGV�� DQG� SDUWLFLSDWRU\ � SURMHFW� PDQDJHPHQW�� SDLU� ZLWK� KDQGV�RQ
WHFKQLFDO�DVVLVWDQFH�WR�GHVLJQ�DQG�H[ HFXWH�SURMHFWV��

� � �� 6HW�XS�D�3DFLILF�NQRZ OHGJH�SODWIRUP � IRU�SODQQHG�UHORFDWLRQ��+ RVW�VWDQGDUG�FRVW�WHPSODWHV��XQLW�FRVW
OLEUDULHV�� FDVH� VWXGLHV�� DQG� VWDQGDUG� RSHUDWLQJ� SURFHGXUHV� LQ� D� UHJLRQDO� UHSRVLWRU\ � WR� GULYH� FRPSDUDELOLW\ �� SHHU
OHDUQLQJ��DQG�SUDFWLFH�KDUPRQLVDWLRQ��

�)�L�Q�D�Q�F�L�Q�J���	 ���5�H�V�R�X�U�F�H���0�R�E�L�O�L�V�D�W�L�R�Q��

� � ��0 DNH�WUDQVSDUHQF\ �DQG�DGDSWLYH�OHDUQLQJ�QRQ�QHJRWLDEOH��3XEOLVK�DQQXDO�UHORFDWLRQ�SLSHOLQHV��EXGJHWV�
DQG� DXGLWHG� ILQDQFLDO� VWDWHPHQWV�� WUDFN� RXWFRPH� LQGLFDWRUV� �KRXVHKROGV� VDIHO\ � UHORFDWHG�� VHUYLFHV� RSHUDWLRQDO�
FRPPXQLW\ �VDWLVIDFWLRQ��DQG�LWHUDWLYHO\ �DGMXVW�SURJUDPV��

* LYHQ� WKH� PRXQWLQJ� SUHVVXUHV� IDFHG� E\ � 3DFLILF� FRPPXQLWLHV�� LW� LV� YLWDO� WKDW� WKH\ � DUH� QRW� RQO\ � HTXLSSHG� EXW� DOVR
HQDEOHG�WR�GULYH�WKHVH�LQLWLDWLYHV�ZLWK�UHVROYH�DQG�XUJHQF\ �� / DVWLQJ�DQG�Hï HFWLYH�VROXWLRQV�PXVW�HPHUJH�IURP�ORFDO
H[ SHUWLVH��SULRULWLHV��DQG�JHQXLQH�FRPPXQLW\ �RZQHUVKLS��HQVXULQJ�FKDQJH�LV�ERWK�PHDQLQJIXO�DQG�HQGXULQJ��

� �� 5LQJ�IHQFH� OLIH�F\ FOH� 2 	 0 � DQG� QRQ�HFRQRP LF� ORVVHV�� &UHDWH� SURWHFWHG� EXGJHW� OLQHV� IRU� RSHUDWLRQV� DQG
PDLQWHQDQFH� DQG� IXQG� PHDVXUHV� WKDW� DGGUHVV� QRQ�HFRQRPLF� ORVVHV� �IRU� H[ DPSOH�� FXOWXUDO� KHULWDJH�� FRPPXQLW\
QHWZRUNV��PHQWDO�KHDOWK��

� ��$ GRSW�VWDQGDUGLVHG�$ FWLYLW\ �%DVHG�&RVWLQJ�Z LWK�XQLW�FRVW�OLEUDULHV��%XGJHW�E\ �GLVFUHWH�DFWLYLWLHV��) 3,&�
ODQG�DFFHVV��VLWH�ZRUNV��KRXVLQJ��OLYHOLKRRGV��DFURVV�SUH���LQ���DQG�SRVW�PRYH�SKDVHV�WR�VXUIDFH�GLUHFW��WUDQVDFWLRQDO�
OLIH�F\ FOH��DQG�LQWDQJLEOH�FRVWV�

�&�R�V�W�L�Q�J���	 ���%�X�G�J�H�W�L�Q�J���0�H�W�K�R�G�R�O�R�J�L�H�V



$OEHUW�� 6��� %URQHQ�� 5��� 7RROHU�� 1 ��� / HRQ�� -��� <HH�� ' ��� HW� DO�� �� � � � ��� + HDGLQJ� IRU� WKH� KLOOV�� &OLPDWH�GULYHQ
FRPPXQLW\ � UHORFDWLRQV� LQ� WKH� 6RORPRQ� ,VODQGV� DQG� $ODVND� SURYLGH� LQVLJKW� IRU� D� � �� � ¢&� IXWXUH�� 5HJLRQDO
( QYLURQPHQWDO�&KDQJH��� � �� ���� � � � q� � � � ��

$GJHU�� : �� 1 ��� GH� &DPSRV�� 5�� 6��� HW� DO�� �� � � � ��� )RFXV� RQ� HQYLURQPHQWDO� ULVNV� DQG� PLJUDWLRQ�� &DXVHV� DQG
FRQVHTXHQFHV��( QYLURQPHQWDO�5HVHDUFK�/ HWWHUV��� � �� ���� � � � � � ��

%DUQHWW�� -��� 	 � 0 F0 LFKDHO�� &�� �� � � � ��� 7KH� Hï HFWV� RI� FOLPDWH� FKDQJH� RQ� WKH� JHRJUDSK\ � DQG� WLPLQJ� RI� KXPDQ
PRELOLW\ ��3RSXODWLRQ�DQG�( QYLURQPHQW��� � �� ���� � � q� � � ��

%HWWLQL�� * ��� 	 � * LROL�� * �� �� � � � ��� : DOW] � ZLWK� GHYHORSPHQW�� ,QVLJKWV� RQ� WKH� GHYHORSPHQWDOL]DWLRQ� RI� FOLPDWH�
LQGXFHG�PLJUDWLRQ��0 LJUDWLRQ�DQG�' HYHORSPHQW��� �� ���� � � q� � � ��

$GDPV��+ ���� � � � ���: K\ �SRSXODWLRQV�SHUVLVW��0 RELOLW\ ��SODFH�DWWDFKPHQW�DQG�FOLPDWH�FKDQJH��3RSXODWLRQ�DQG
( QYLURQPHQW��� � �� ���� � � q� � � ��

$GJHU�� : �� 1 ��� 3XOKLQ�� -�� 0 ��� %DUQHWW�� -��� ' DEHONR�� * �� ' ��� + RYHOVUXG�� * �� . ��� HW� DO�� �� � � � ��� + XPDQ� VHFXULW\ �� ,Q
&OLPDWH� &KDQJH� � � � � �� ,PSDFWV�� $GDSWDWLRQ�� DQG� 9XOQHUDELOLW\ �� 3DUW� $�� * OREDO� DQG� 6HFWRUDO� $VSHFWV� �SS�� � � � q
� � � ���&RQWULEXWLRQ�RI�: * ,,�WR�WKH�,3&&�)LIWK�$VVHVVPHQW�5HSRUW��&DPEULGJH��8 . ��&DPEULGJH�8 QLYHUVLW\ �3UHVV��

%ODFN�� 5��� $UQHOO�� 1 ��� $GJHU�� : �� 1 ��� 7KRPDV�� ' ��� 	 � * HGGHV�� $ �� �� � � � ��� 7KH� Hï HFW� RI� HQYLURQPHQWDO� FKDQJH� RQ
KXPDQ�PLJUDWLRQ��* OREDO�( QYLURQPHQWDO�&KDQJH��� � �6XSSO��� ���6� q6� � ��

%LUN��7���� � � � ���5HORFDWLRQ�RI�UHHI�DQG�DWROO�LVODQG�FRPPXQLWLHV�DV�DQ�DGDSWDWLRQ�WR�FOLPDWH�FKDQJH��/ HDUQLQJ�IURP
H[ SHULHQFH�LQ�6RORPRQ� ,VODQGV�� ,Q� . ��+ DVWUXS� 	 � . �� ) �� 2 OZLJ� �( GV����&OLPDWH�FKDQJH�DQG�KXPDQ�PRELOLW\ �� * OREDO
FKDOOHQJHV�WR�WKH�VRFLDO�VFLHQFHV��SS��� � q� � � ���&DPEULGJH�8 QLYHUVLW\ �3UHVV��

%ODFN�� 5��� %HQQHWW�� 6�� 5�� * ��� 7KRPDV�� 6�� 0 ��� 	 � %HGGLQJWRQ�� -�� 5�� �� � � � ��� 0 LJUDWLRQ�� LPPRELOLW\ � DQG� GLVSODFHPHQW
RXWFRPHV�IROORZLQJ�H[ WUHPH�HYHQWV��( QYLURQPHQWDO�6FLHQFH�	 �3ROLF\ ��� � ��6� � q6� � ��

$OEHUW�� 6��� ; LPHQHV�� ) ��� 5DIWHU\ �� 5��� HW� DO�� �� � � � ��� ,QWHUDFWLRQV� EHWZHHQ� VHD�OHYHO� ULVH� DQG� ZDYH� H[ SRVXUH� RQ� UHHI
LVODQG�G\ QDPLFV�LQ�WKH�6RORPRQ�,VODQGV��( QYLURQPHQWDO�5HVHDUFK�/ HWWHUV��� � �� ���� � � � � � ��

%DUELHU��( ��%���� � � � ���+ XUULFDQH�. DWULQD
V�OHVVRQV�IRU�WKH�ZRUOG��1 DWXUH��� � � �� � � � ���� � � ��

�������5�H�I�H�U�H�Q�F�H�V��

%RDV��,���6WHUO\ ��+ ���)DUERWNR��&���+ XOPH��0 ���%HQYHQLVWH��+ ���6FKHZHO��. ��' ���%HWWLQL��* ���%RUGHURQ��0 ���+ Rï PDQQ��5��
YDQ� GHU� * HHVW�� . ��� ' XUDQG�' HODFUH�� ' ��� 6HOE\ �� -��� : UDWKDOO�� ' �� -��� %DOGZLQ�� $ ��� %HQÒWH] � &RUWÎ V�� $ ��� %XNDUL�� . �� 1 ��
%XQFKXD\ �3HWK��6���&DSLVDQL��6���&RGMRH��6��1 ��$ ���{ �=LFNJUDI��&���� � � � ���&OLPDWH�LQGXFHG�UHGLVWULEXWLRQ�RI�SHRSOH�LV
QRW�LQHYLWDEOH��( QYLURQPHQWDO�5HVHDUFK�/ HWWHUV��� � �� � ���� � � � � � ��

%RZHU�� ( ��� 	 � : HHUDVLQJKH��6�� �� � � � ��� 3ODQQHG�UHORFDWLRQ�LQ�WKH�3DFLILF��$ �UHJLRQDO�VQDSVKRW��3ODWIRUP�RQ� ' LVDVWHU
' LVSODFHPHQW�* ,=��

� �



%UXJQDFK�� 0 ��� &UDSV�� 0 ��� 	 � ' HZXOI�� $ �� �� � � � ��� ,QFOXGLQJ� LQGLJHQRXV� SHRSOHV� LQ� FOLPDWH� FKDQJH� PLWLJDWLRQ�
$GGUHVVLQJ�LVVXHV�RI�VFDOH��NQRZOHGJH�DQG�SRZHU��&OLPDWLF�&KDQJH��� � � ��� � q� � ��

%URQHQ�� 5��� 	 � &KDSLQ�� ) �� 6�� �� � � � ��� $GDSWLYH� JRYHUQDQFH� DQG� LQVWLWXWLRQDO� VWUDWHJLHV� IRU� FOLPDWH� LQGXFHG
FRPPXQLW\ �UHORFDWLRQV�LQ�$ODVND��3URFHHGLQJV�RI�WKH�1 DWLRQDO�$FDGHP\ �RI�6FLHQFHV��� � � �� � ���� � � � q� � � � �

&DOO��0 ��$ ���* UD\ ��&���<XQXV��0 ���	 �( PFK��0 ���� � � � ���' LVUXSWLRQ��QRW�GLVSODFHPHQW��( QYLURQPHQWDO�YDULDELOLW\ �DQG
WHPSRUDU\ �PLJUDWLRQ�LQ�%DQJODGHVK��* OREDO�( QYLURQPHQWDO�&KDQJH��� � ��� � � q� � � ��

%UDWUXG�� 7�� �� � � � ��� &OLPDWH� FKDQJH� LQ� WKH� 3DFLILF� DQG� WKH� TXHVWLRQ� RI� UHORFDWLRQ�� + XPDQ� 2 UJDQL]DWLRQ�� � � �� ��
� � � q� � � ��

&DPSEHOO�� -�� 5��� * ROGVPLWK�� 0 ��� 	 � . RVK\ �� . �� �� � � � ��� &RPPXQLW\ � UHORFDWLRQ� DV� DQ� RSWLRQ� IRU� DGDSWDWLRQ� WR� WKH
Hï HFWV�RI�FOLPDWH�FKDQJH�DQG�FOLPDWH�YDULDELOLW\ �LQ�3DFLILF�,VODQG�FRXQWULHV��3,&V���$VLD�3DFLILF�1 HWZRUN�IRU�* OREDO
&KDQJH�5HVHDUFK��

%ULGJHV��7��6��� : DJQHU��3�� : ���%XUNV�&RSHV�� . ��$ ���%DWHV��0 �� ( ���&ROOLHU��=��$ ���HW�DO�� �� � � � ��� 8 VH�RI�QDWXUDO�DQG
QDWXUH� EDVHG� IHDWXUHV� �1 1 %) �� IRU� FRDVWDO� UHVLOLHQFH�� 9LFNVEXUJ�� 0 6�� 8 6� $UP\ � ( QJLQHHU� 5HVHDUFK� DQG
' HYHORSPHQW�&HQWHU��

%R\ G��( ���-DPHV��5��$ ���-RQHV��5��* ���<RXQJ��+ ��5��� 	 �2 WWR��) ��( �� / �� �� � � � ��� / RVV�DQG�GDPDJH�IURP�FOLPDWH�FKDQJH��$
QHZ�FOLPDWH�SROLF\ �DJHQGD��2 QH�( DUWK��� �� � ���� � � � q� � � � ��

&DPSEHOO��-���� � � � ���&OLPDWH�LQGXFHG�FRPPXQLW\ �UHORFDWLRQ�LQ�WKH�3DFLILF��7KH�PHDQLQJ�DQG�LPSRUWDQFH�RI�ODQG��,Q�-�
0 F$GDP��( G����&OLPDWH�FKDQJH�DQG�GLVSODFHPHQW��0 XOWLGLVFLSOLQDU\ �SHUVSHFWLYHV��SS��� � q� � ���+ DUW�
3XEOLVKLQJ��

&KDQGUD��$ ���0 F1 DPDUD��. ��( ���&OLVVROG��5���7DEH��7���	 �: HVWRE\ ��5���� � � � ���&OLPDWH�LQGXFHG�QRQ�HFRQRPLF�ORVV�DQG
GDPDJH��8 QGHUVWDQGLQJ�SROLF\ �UHVSRQVHV��FKDOOHQJHV��DQG� IXWXUH�GLUHFWLRQV�LQ�3DFLILF�VPDOO�LVODQG�GHYHORSLQJ�VWDWHV�
&OLPDWH��� � �� ���$UWLFOH�� � ��

&KDUDQ�� ' ��� . DXU��0 ��� 	 �6LQJK��3�� �� � � � ���&XVWRPDU\ �ODQG�DQG�FOLPDWH�FKDQJH�LQGXFHG�UHORFDWLRQ�q�$ �FDVH�VWXG\ �RI
9XQLGRJRORD�9LOODJH��) LML��,Q�: ��/ HDO�)LOKR��( G����&OLPDWH�FKDQJH�DGDSWDWLRQ�LQ�3DFLILF�FRXQWULHV��SS��� � q� � ���6SULQJHU��

&KHRQJ��6��0 ���6LOOLPDQ��%���: RQJ��3��3���YDQ�: HVHQEHHFN��%���. LP��&��. ��� 	 �* XDQQHO��* ���� � � � ���&RDVWDO�DGDSWDWLRQ
ZLWK�HFRORJLFDO�HQJLQHHULQJ��1 DWXUH�&OLPDWH�&KDQJH��� �� ���� � � q� � � ��

&OHPHQW�� 9��� 5LJDXG�� . �� . ��� GH� 6KHUELQLQ�� $ ��� -RQHV�� %��� $GDPR�� 6��� HW� DO�� �� � � � ��� * URXQGVZHOO� 3DUW� � �� $FWLQJ� RQ
,QWHUQDO�&OLPDWH�0 LJUDWLRQ��: DVKLQJWRQ��' &��: RUOG�%DQN��

&ROOLQV��1 ���-RQHV��6���1 JX\ HQ��7��+ ���	 �6WDQWRQ��3���� � � � ���7KH�FRQWULEXWLRQ�RI�KXPDQ�FDSLWDO�WR�D�KROLVWLF�UHVSRQVH
WR�FOLPDWH�FKDQJH��/ HDUQLQJ�IURP�DQG�IRU�WKH�0 HNRQJ�' HOWD��9LHWQDP��$VLD�3DFLILF�%XVLQHVV�5HYLHZ��� � �� ���� � � q� � � ��

&RQQHOO��-���� � � � ���3RSXODWLRQ�UHVHWWOHPHQW�LQ�WKH�3DFLILF��/ HVVRQV�IURP�D�KD]DUGRXV�KLVWRU\ "�$XVWUDOLDQ�* HRJUDSKHU�
� � �� ���� � � q� � � ��

� �



GH� + DDV�� + �� �� � � � ��� 0 LJUDWLRQ� DQG� GHYHORSPHQW�� $ � WKHRUHWLFDO� SHUVSHFWLYH�� ,QWHUQDWLRQDO� 0 LJUDWLRQ� 5HYLHZ�
� � �� ���� � � q� � � ��

' RQFK\ WV�� * ��� 6FKHOOHNHQV�� -��� : LQVHPLXV�� + ��� ( LVHPDQQ�� ( ��� 	 � YDQ� GH� * LHVHQ�� 1 �� �� � � � ��� ( DUWK
V� VXUIDFH� ZDWHU
FKDQJH�RYHU�WKH�SDVW�� � �\ HDUV��1 DWXUH�&OLPDWH�&KDQJH��� �� ���� � � q� � � ��

&RRPEHV��0 ��$ ���/ D�0 DUFD��( ��&���1 D\ ORU��/ ��$ ���	 �7KRPSVRQ��5��&���� � � � ���* HWWLQJ�LQWR�WKH�JURRYH��2 SSRUWXQLWLHV
WR� HQKDQFH� WKH� HFRORJLFDO� YDOXH� RI� KDUG� FRDVWDO� LQIUDVWUXFWXUH� XVLQJ� ILQH� VFDOH� VXUIDFH� WH[ WXUHV�� ( FRORJLFDO
( QJLQHHULQJ��� � ��� � � q� � � ��

&RQQHOO��-���� � � � ���/ DVW�GD\ V�LQ�WKH�&DUWHUHW�,VODQGV"�&OLPDWH�FKDQJH��OLYHOLKRRGV�DQG�PLJUDWLRQ�RQ�FRUDO�DWROOV��$VLD
3DFLILF�9LHZSRLQW��� � �� ���� q� � ��

' DQQHQEHUJ�� $ �� / ��� )UXPNLQ�� + ��� + HVV�� -�� -��� 	 � ( EL�� . �� / �� �� � � � ��� 0 DQDJHG� UHWUHDW� DV� D� VWUDWHJ\ � IRU� FOLPDWH� FKDQJH
DGDSWDWLRQ�LQ�VPDOO�FRPPXQLWLHV��3XEOLF�KHDOWK�LPSOLFDWLRQV��&OLPDWLF�&KDQJH��� � � �� q� ���� q� � ��

' XUDQG�' HODFUH�� ' ��� &KHURS�� &�� -��� 	 � YDQ� GHU� * HHVW�� . �� �� � � � �� 1 RYHPEHU� � � ��� ,QWHJUDWLQJ� SODQQHG� UHORFDWLRQ� LQ
QDWLRQDO�FOLPDWH�DFWLRQ��)LYH�NH\ �LQVLJKWV�IRU�FRQVLGHUDWLRQ�E\ �JRYHUQPHQWV�DQG�SROLF\ PDNHUV��3ROLF\ �%ULHI�1 R�� � � ��
%RQQ��8 QLWHG�1 DWLRQV�8 QLYHUVLW\ �,QVWLWXWH�IRU�( QYLURQPHQW�DQG�+ XPDQ�6HFXULW\ ��8 1 8 �( + 6���

' XUDQG�' HODFUH�� ' ���0 LVKUD��6��� . RHOW]RZ��6���* XDGDJQR�� / ���GD�6LOYD�5RVD��$ ���3DEOR�0 DUWLQH] �* DOYDQ�� / ���7HPLWRSH
$ELDGH��,���DQG�$NLQ\ HPL��2 �� �� � � � ���)XQGLQJ�)XWXUHV��$FFHVV�WR�IXQGLQJ�IRU�SODQQHG�UHORFDWLRQ�DV�ORVV�DQG�GDPDJH�
3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW��

( XURSHDQ�&RPPLVVLRQ�-$63( 56�� �� � � � q� � � � ��� ( FRQRPLF�$SSUDLVDO�9DGHPHFXP� �� � � � q� � ���&%$��ULVN�DQDO\ VLV�DQG
GLVFRXQWLQJ�IRU�PDMRU�SURMHFWV��%UXVVHOV��( XURSHDQ�&RPPLVVLRQ��

( VWHYHV�� / �� 6�� �� � � � ��� ,V� PDQDJHG� UHDOLJQPHQW� D� VXVWDLQDEOH� ORQJ� WHUP� FRDVWDO� PDQDJHPHQW� DSSURDFK"� -RXUQDO� RI
&RDVWDO�5HVHDUFK��� � �6SHFLDO�,VVXH�� ���� � � q� � � ��

) LQHJROG�� &��� 	 � %RZHU�� ( �� �� � � � ��� 7R� IXQG� RU� QRW� WR� IXQG"�� + XPDQ� ULJKWV� JXDUGUDLOV� IRU� ILQDQFLQJ� SODQQHG
UHORFDWLRQV�RI�FRPPXQLWLHV�IDFLQJ�WKH�FOLPDWH�FULVLV��$-,/ �8 QERXQG��� � � ��� � q� � ��

)DUPHU�� $ �� + �� �� � � � ��� 0 LJUDWLQJ� ZLWK� GLJQLW\ �� $ � KXPDQ� ULJKWV� FDVH� IRU� IDFLOLWDWHG�� FRPPXQLW\ � OHG� ILQDQFLDO
LQWHUYHQWLRQV�LQ�FOLPDWH�YXOQHUDEOH�DUHDV��$-,/ �8 QERXQG��� � � ��� � q� � ��

)DUPHU�� $ �� + ��� 	 � / LQRV�� . �� �� � � � ��� 7RROV� WR� ILQDQFH� FOLPDWH� PRELOLW\ �� $Q� LQWURGXFWLRQ� WR� WKH� V\ PSRVLXP�� $-,/
8 QERXQG��� � � ��� � q� � ��

)RUQDOÎ ��( ���	 �. DJDQ��6���� � � � ���&OLPDWH�FKDQJH�DQG�KXPDQ�PRELOLW\ �LQ�WKH�3DFLILF�5HJLRQ��3ODQV��SROLFLHV�DQG�OHVVRQV
OHDUQHG��. 1 2 0 $ ' �: RUNLQJ�3DSHU�� � ���: DVKLQJWRQ��' &��: RUOG�%DQN��

)RXDG��0 ���1 RYWD��1 ���3UHVWRQ��* ���6FKQHLGHU��7���	 �: HHUDWKXQJD��6���� � � � ���8 QORFNLQJ�DFFHVV�WR�FOLPDWH�ILQDQFH�IRU
3DFLILF�,VODQG�FRXQWULHV��,0 ) �' HSDUWPHQWDO�3DSHU�' 3�� � � � �� � � ���: DVKLQJWRQ��' &��,QWHUQDWLRQDO�0 RQHWDU\ �)XQG��

� �



* $2 �� �� � � � ��� &RVW� ( VWLPDWLQJ� DQG� $VVHVVPHQW� * XLGH� �* $2 � � � �� � � * ��� : DVKLQJWRQ�� ' &�� 8 �6�� * RYHUQPHQW
$FFRXQWDELOLW\ �2 ð FH��

* DWLVR�� 7�� 7��� * UHHQKDOJK�� 6��� . RURYXODYXOD�� ,��� )RQJ�� 7��� 	 � 5DGLNHGLNH�� 5�� 3�� �� � � � D��� &OLPDWH� FKDQJH� LQGXFHG
UHORFDWLRQ�GLOHPPD�EHWZHHQ�SUHVHUYLQJ�FXOWXUDO�KHULWDJH�DQG�HPEUDFLQJ�PRGHUQ�LQIUDVWUXFWXUH��,QVLJKWV�IURP�)LMLDQ
FRDVWDO�YLOODJHV��&OLPDWLF�&KDQJH��� � � �� ���$UWLFOH�� � � ��

* DWLVR��7���* UHHQKDOJK��6���. RURYXODYXOD��,���)RQJ��7���	 �5DGLNHGLNH��5��3���� � � � E���8 QGHUVWDQGLQJ�FXOWXUDO�ORVVHV�DQG
GDPDJHV�LQGXFHG�E\ �FOLPDWH�FKDQJH�LQ�WKH�3DFLILF�UHJLRQ��( YLGHQFH�IURP�)LML��&OLPDWH�3ROLF\ ��

* RYHUQPHQW� RI� ) LML�� �� � � � ��� &OLPDWH� 5HORFDWLRQ� RI� &RPPXQLWLHV� 7UXVW� )XQG�� )LQDQFLDO� 0 DQDJHPHQW� 3ROLF\
* XLGH��6XYD��) LML��&OLPDWH�&KDQJH�' LYLVLRQ��

* RYHUQPHQW�RI�1 DXUX���� � � � ���8 SGDWHG�QDWLRQDOO\ �GHWHUPLQHG�FRQWULEXWLRQ��

* RYHUQPHQW�RI�6RORPRQ�,VODQGV���� � � � ���3ODQQHG�5HORFDWLRQ�* XLGHOLQHV��

* UD\ ��&�� / ��� 	 � : LVH��( �� �� � � � ���&RXQWU\ �VSHFLILF�Hï HFWV�RI�FOLPDWH�YDULDELOLW\ �RQ�KXPDQ�PLJUDWLRQ��&OLPDWLF�&KDQJH�
� � � �� q� ���� � � q� � � ��

* ROGILQFK�� 6��� 	 � + XFNVWHS�� 6�� �� � � � ��� 3ODQQHG� UHORFDWLRQ� RI� FOLPDWH� YXOQHUDEOH� FRPPXQLWLHV�� 3UHSDULQJ
PXOWLODWHUDO�GHYHORSPHQW�EDQNV��3ROLF\ �3DSHU�1 R��� � � ���: DVKLQJWRQ��' &��&HQWHU�IRU�* OREDO�' HYHORSPHQW�

* DYLULD�%HWDQFXU��3���� � � � ��-XO\ �� ���3ODQQHG�UHORFDWLRQV�RI�SHRSOH�LQ�WKH�FRQWH[ W�RI�WKH�DGYHUVH�Hï HFWV�RI�FOLPDWH
FKDQJH�DQG�GLVDVWHUV��5HSRUW�RI�WKH�6SHFLDO�5DSSRUWHXU�RQ�WKH�KXPDQ�ULJKWV�RI�LQWHUQDOO\ �GLVSODFHG�SHUVRQV��8 1
' RF��$ �+ 5&�� � �� � ���8 QLWHG�1 DWLRQV�+ XPDQ�5LJKWV�&RXQFLO��

* OREDO� &HQWUH� IRU� &OLPDWH� 0 RELOLW\ � 	 � * RYHUQPHQW� RI� 3DODX�� �� � � � ��� -RLQW� SUHVV� UHOHDVH� RQ� WKH� 3DODXq* &&0
VWUDWHJLF�FOLPDWH�PRELOLW\ �SDUWQHUVKLS��

* RYHUQPHQW� RI� ) LML�� �� � � � ��� 3ODQQHG� 5HORFDWLRQ� * XLGHOLQHV�� $ � IUDPHZRUN� WR� XQGHUWDNH� FOLPDWH� FKDQJH� UHODWHG
UHORFDWLRQ��6XYD��) LML��0 LQLVWU\ �RI�( FRQRP\ ��&OLPDWH�&KDQJH�8 QLW��

* RYHUQPHQW�RI�9DQXDWX���� � � � ���1 DWLRQDO�3ROLF\ �RQ�&OLPDWH�&KDQJH�DQG�' LVDVWHU�,QGXFHG�' LVSODFHPHQW��3RUW�9LOD�
9DQXDWX��1 DWLRQDO�' LVDVWHU�0 DQDJHPHQW�2 ð FH��

* RYHUQPHQW�RI�9DQXDWX���� � � � ���/ RVV�DQG�' DPDJH�3ROLF\ �DQG�LPSOHPHQWDWLRQ�URDGPDS��

* HRUJHWRZQ� 8 QLYHUVLW\ �� ,QWHUQDWLRQDO� 2 UJDQL]DWLRQ� IRU� 0 LJUDWLRQ�� 	 � 8 QLWHG� 1 DWLRQV� + LJK� &RPPLVVLRQHU� IRU
5HIXJHHV���� � � � ���$ �WRROER[ ��3ODQQLQJ�UHORFDWLRQV�WR�SURWHFW�SHRSOH�IURP�GLVDVWHUV�DQG�HQYLURQPHQWDO�FKDQJH�

* LQL�� * ��� * LROL�� * ��� 2 WWRQL�� -�� * ��� HW� DO�� �� � � � ��� 1 DYLJDWLQJ� WHQVLRQV� LQ� FOLPDWH� FKDQJH� UHODWHG� SODQQHG� UHORFDWLRQ�
&XUUHQW�2 SLQLRQ�LQ�( QYLURQPHQWDO�6XVWDLQDELOLW\ ��� � ��$UWLFOH�� � � � � � ��

* LROL�� * ��� + XJR�� * ��� &RVWD�� 0 �� 0 ��� 	 � 6FKHï UDQ�� -�� �� � � � ��� + XPDQ� PRELOLW\ �� FOLPDWH� DGDSWDWLRQ�� DQG� GHYHORSPHQW�
0 LJUDWLRQ�DQG�' HYHORSPHQW��� �� ���� � � q� � � ��

� �



+ DPLOWRQ�� / ��&���6DLWR�� . ��� / RULQJ��3��$ ��� / DPPHUV��5��%��� 	 �+ XQWLQJWRQ��+ ��3�� �� � � � ���&OLPLJUDWLRQ"�3RSXODWLRQ�DQG
FOLPDWH�FKDQJH�LQ�$UFWLF�$ODVND��3RSXODWLRQ�DQG�( QYLURQPHQW��� � �� ���� � � q� � � ��

,QWHUJRYHUQPHQWDO� 3DQHO� RQ� &OLPDWH� &KDQJH�� �� � � � ��� &OLPDWH� FKDQJH� � � � � �� ,PSDFWV�� DGDSWDWLRQ� DQG
YXOQHUDELOLW\ ��: * ,,���&KDSWHU�� � ��6PDOO�,VODQGV��&KDSWHU�� � ��' HFLVLRQ�PDNLQJ�RSWLRQV�IRU�PDQDJLQJ�ULVN�

+ LQR�� 0 ��� ) LHOG�� &�� %��� 	 � 0 DFK�� . �� -�� �� � � � ��� 0 DQDJHG� UHWUHDW� DV� D� UHVSRQVH� WR� QDWXUDO� KD]DUG� ULVN�� 1 DWXUH
&OLPDWH�&KDQJH��� �� ���� � � q� � � ��

+ HUPDQQ�� ( ��� 	 � . HPSI�� : �� �� � � � ��� &OLPDWH� FKDQJH� DQG� WKH� LPDJLQLQJ� RI� PLJUDWLRQ�� ( PHUJLQJ� GLVFRXUVHV� RQ
. LULEDWL
V�ODQG�SXUFKDVH�LQ�)LML��7KH�&RQWHPSRUDU\ �3DFLILF��� � �� ���� � � q� � � ��

+ DXHU�� 0 �� ( �� �� � � � ��� 0 LJUDWLRQ� LQGXFHG� E\ � VHD� OHYHO� ULVH� FRXOG� UHVKDSH� WKH� 8 6� SRSXODWLRQ� ODQGVFDSH�� 1 DWXUH
&OLPDWH�&KDQJH��� �� ���� � � q� � � ��

,VODP�� 0 �� 5��� 	 � . KDQ�� 1 �� $ �� �� � � � ��� 7KUHDWV�� YXOQHUDELOLW\ �� UHVLOLHQFH� DQG� GLVSODFHPHQW� DPRQJ� FOLPDWH� FKDQJH� DQG
QDWXUDO�GLVDVWHU�Dï HFWHG�SHRSOH�LQ�6RXWK�( DVW�$VLD��$Q�RYHUYLHZ�� -RXUQDO�RI�WKH�$VLD�3DFLILF� ( FRQRP\ �� � � �� ��� � � � q
� � � ��

+ XPDQ� 5LJKWV� : DWFK�� �� � � � ��� 7KHUH
V� MXVW� QR� PRUH� ODQG�� &RPPXQLW\ � OHG� SODQQHG� UHORFDWLRQ� DV� D� ODVW� UHVRUW
DGDSWDWLRQ�LQ�6RORPRQ�,VODQGV��

+ RUL�� 0 ��� 	 � 6FKDIHU�� 0 �� -�� �� � � � ��� 6RFLDO� FRVWV� RI� GLVSODFHPHQW� LQ� / RXLVLDQD� DIWHU� + XUULFDQHV� . DWULQD� DQG� 5LWD�
3RSXODWLRQ�DQG�( QYLURQPHQW��� � �� q� ���� � q� � ��

+ XPDQ�5LJKWV� : DWFK�� �� � � � ��� 7KHUH�LV�QR�WLPH�OHIW��&OLPDWH�FKDQJH��HQYLURQPHQWDO�WKUHDWV��DQG�KXPDQ�ULJKWV�LQ
7XYDOX��

+ XQWHU�� / �� 0 ��� / XQD�� -�� . ��� 	 � 1 RUWRQ�� 5�� 0 �� �� � � � ��� ( QYLURQPHQWDO� GLPHQVLRQV� RI� PLJUDWLRQ�� $QQXDO� 5HYLHZ� RI
6RFLRORJ\ ��� � ��� � � q� � � ��

+ HUDWK�� ' ��� / DNVKPDQ��5��� 	 � ( NDQD\ DNH��$ �� �� � � � ���8 UEDQ�UHVHWWOHPHQW�LQ�&RORPER�IURP�D�ZHOOEHLQJ�SHUVSHFWLYH�
' RHV�GHYHORSPHQW�IRUFHG�UHVHWWOHPHQW�OHDG�WR�LPSURYHG�ZHOO�EHLQJ"�-RXUQDO�RI�5HIXJHH�6WXGLHV��� � �� ���� � � q� � � ��

,QWHUJRYHUQPHQWDO� 3DQHO� RQ� &OLPDWH� &KDQJH� �,3&&��� �� � � � ��� 6L[ WK� $VVHVVPHQW� 5HSRUW� �$5� ��� : RUNLQJ� * URXS� ,,�
,PSDFWV��$GDSWDWLRQ�DQG�9XOQHUDELOLW\ ��HVS��&K��� � ��6PDOO�,VODQGV��FURVV�FKDSWHU�RQ�0 LJUDWLRQ���

,QWHUJRYHUQPHQWDO�3DQHO�RQ�&OLPDWH�&KDQJH� �,3&&��� �� � � � ��� 6XPPDU\ � IRU�SROLF\ PDNHUV�� ,Q�+ �� 2 �� 3ÙUWQHU�� ' ��&�
5REHUWV��9��0 DVVRQ�' HOPRWWH��3��=KDL��0 ��7LJQRU��( ��3RORF]DQVND��. ��0 LQWHQEHFN��$ ��$OHJUÒD��0 ��1 LFRODL��$ ��2 NHP��-�
3HW]ROG��%��5DPD��	 �1 ��0 ��: H\ HU��( GV����,3&&�VSHFLDO�UHSRUW�RQ�WKH�RFHDQ�DQG�FU\ RVSKHUH�LQ�D�FKDQJLQJ�FOLPDWH��

-DQLI��6��=���1 XQQ��3��' ���* HUDJKW\ ��3���$DOEHUVEHUJ��: ���7KRPDV��) ��5���	 �&DPDLODNHED��0 ���� � � � ���9DOXH�RI�WUDGLWLRQDO
RUDO� QDUUDWLYHV� LQ� EXLOGLQJ� FOLPDWH� FKDQJH� UHVLOLHQFH�� ,QVLJKWV� IURP� UXUDO� FRPPXQLWLHV� LQ� )LML�� ( FRORJ\ � DQG� 6RFLHW\ �
� � �� ���$UWLFOH�� ��

� �



-RQHV��/ ���	 �&ODUN��-��5��$ ���� � � � ���6RFLDO�FDSLWDO�DQG�WKH�SXEOLF�DFFHSWDELOLW\ �RI�FOLPDWH�FKDQJH�DGDSWDWLRQ
SROLFLHV��$ �FDVH�VWXG\ �LQ�5RPQH\ �0 DUVK��8 . ��&OLPDWLF�&KDQJH��� � � �� ���� � � q� � � ��

-HQNLQV��/ ���� � � � ���&OLPDWH�LPSDFWV�RQ�KXPDQ�PRELOLW\ ��,QQRYDWLYH�DSSURDFKHV�WR�ILQDQFH�WKH�UHVSRQVH��$-,/
8 QERXQG��� � � ��� � � q� � � ��

. KDQ��0 ���5RELQVRQ��6��$ ���: HLNPDQV��5���&LSOHW��' ���	 �5REHUWV��-��7���� � � � ���7ZHQW\ �ILYH�\ HDUV�RI�DGDSWDWLRQ
ILQDQFH�WKURXJK�D�FOLPDWH�MXVWLFH�OHQV��&OLPDWLF�&KDQJH��

. RXEL��9���6SLONHU��* ���6FKDï HU��/ ���	 �%ÙKPHOW��7���� � � � ���7KH�UROH�RI�HQYLURQPHQWDO�SHUFHSWLRQV�LQ�PLJUDWLRQ
GHFLVLRQ�PDNLQJ��( YLGHQFH�IURP�ERWK�PLJUDQWV�DQG�QRQ�PLJUDQWV�LQ�ILYH�GHYHORSLQJ�FRXQWULHV��3RSXODWLRQ�DQG
( QYLURQPHQW��� � �� ���� � � q� � � ��

. XSIHUEHUJ��-��6���� � � � ���0 LJUDWLRQ�DQG�GLJQLW\ ��5HORFDWLRQ�DQG�DGDSWDWLRQ�LQ�WKH�IDFH�RI�FOLPDWH�FKDQJH
GLVSODFHPHQW�LQ�WKH�3DFLILF�q�$ �KXPDQ�ULJKWV�SHUVSHFWLYH��7KH�,QWHUQDWLRQDO�-RXUQDO�RI�+ XPDQ�5LJKWV��� � �� � ��
� � � � q� � � � ��

/ LQN��$ ��&���3LJJRWW�0 F. HOODU��$ ���1 DNRUR��( ���	 �2 DNHV��5���� � � � ���&OLPDWH�UHODWHG�SDUWLDO�UHORFDWLRQ�LQ�)LML�LPSDFWV
WKH�ZHOOEHLQJ�RI�WKRVH�ZKR�UHORFDWHG�DQG�WKRVH�ZKR�VWD\ HG��&RPPXQLFDWLRQV�( DUWK�	 �( QYLURQPHQW��� ��� � � ��

/ HL��<���: DQJ��-���<XH��<���=KRX��+ ���	 �<LQ��: ���� � � � ���8 VLQJ�JRYHUQPHQW�UHVHWWOHPHQW�SURMHFWV�DV�D�VXVWDLQDEOH
DGDSWDWLRQ�VWUDWHJ\ �IRU�FOLPDWH�FKDQJH��6XVWDLQDELOLW\ ��� �� ���� � � � ��

-RKQVRQ��. ���0 RUWHQVHQ��6���* XHJXHQ�7HLO��&���	 �7RUUH��$ ��5���� � � � ���' LVSODFHG�E\ �FOLPDWH�DQG�GLVDVWHU�LQGXFHG
UHORFDWLRQV��( [ SHULHQFHV�RI�FDVFDGLQJ�GLVSODFHPHQW�LQ�)LML�DQG�WKH�3KLOLSSLQHV��' LVDVWHUV��� � �� ���� � � q� � � ��

. LQJ��0 ���	 �0 DULR��5���� � � � ��-XQH���6HFXULQJ�FOLPDWH�ILQDQFLQJ�WR�EXLOG�UHVLOLHQFH�WR�FOLPDWH�FKDQJH�LQ�WKH�3DFLILF
UHJLRQ��635( 3�&RXQFLO�0 HHWLQJ�SDSHU���$SLD��6HFUHWDULDW�RI�WKH�3DFLILF�5HJLRQDO�( QYLURQPHQW�3URJUDPPH��

. XUD��<���-Rï UH��2 ���/ DSODQWH��%���	 �6HQJYLOD\ NKDP��%���� � � � ���&RSLQJ�ZLWK�UHVHWWOHPHQW��$ �OLYHOLKRRG�DGDSWDWLRQ
DQDO\ VLV�LQ�/ DRV��: RUOG�' HYHORSPHQW��� � ��� � � q� � � ��

. UDXVV��. ��: ���' R\ OH��7��: ���' R\ OH��7��-���6ZDU]HQVNL��&��0 ���)URP��$ ��6���HW�DO���� � � � ���: DWHU�OHYHO�REVHUYDWLRQV�LQ
PDQJURYH�VZDPSV�GXULQJ�WZR�KXUULFDQHV�LQ�)ORULGD��: HWODQGV��� � �� ���� � � q� � � ��

/ LQRV��. ���� � � � ���) LQDQFLQJ�FOLPDWH�PRELOLW\ �q�)URP�GXW\ �WR�LQYHVWPHQW��$-,/ �8 QERXQG��� � � ��� � � q� � � �

0 DFK��. ��-���. UDDQ��&��0 ���+ LQR��0 ���HW�DO���� � � � ���5HIUDPLQJ�VWUDWHJLF��PDQDJHG�UHWUHDW�IRU�WUDQVIRUPDWLYH
FOLPDWH�DGDSWDWLRQ��6FLHQFH��� � � �� � � � ���HDEK� � � � ��

0 DQXDPRUQ��2 ��3���	 �%LHVEURHN��5���� � � � ���' R�GLUHFW�DFFHVV�DQG�LQGLUHFW�DFFHVV�DGDSWDWLRQ�SURMHFWV�GLï HU�LQ�WKHLU
IRFXV�RQ�ORFDO�FRPPXQLWLHV"�$ �V\ VWHPDWLF�DQDO\ VLV�RI�� � �$GDSWDWLRQ�)XQG�SURMHFWV��5HJLRQDO�( QYLURQPHQWDO
&KDQJH��� � ��� � � ��

/ RJDQ��-��5���,VVDU��6���	 �; X��=���� � � � ���7UDSSHG�LQ�SODFH"�6HJPHQWHG�UHVLOLHQFH�WR�KXUULFDQHV�LQ�WKH�* XOI�&RDVW��� � � � q
� � � � ��' HPRJUDSK\ ��� � �� ���� � � � q� � � � ��

� �



0 F$GDP��-�	 �: RRG��7��� � � � ���. DOGRU�&HQWUH�3ULQFLSOHV�RQ�&OLPDWH�0 RELOLW\ ��2 [ IRUG�8 QLYHUVLW\ �3UHVV��

0 F0 LFKDHO��&���. DWRQLYXDOLNX��0 ���	 �3RZHOO��7���� � � � ���3ODQQHG�UHORFDWLRQ�DQG�HYHU\ GD\ �DJHQF\ �LQ�ORZ�O\ LQJ
FRDVWDO�YLOODJHV�LQ�)LML��* HRJUDSKLFDO�-RXUQDO��� � � �� ���� � � q� � � ��

0 F,YRU��$ ���0 ÙOOHU��,���6SHQFHU��7���	 �6SDOGLQJ��0 ���� � � � D���5HGXFWLRQ�RI�ZLQG�DQG�VZHOO�ZDYHV�E\ �PDQJURYHV
�1 DWXUDO�&RDVWDO�3URWHFWLRQ�6HULHV�5HSRUW�� ���&DPEULGJH��8 . ��7KH�1 DWXUH�&RQVHUYDQF\ �	 �: HWODQGV
,QWHUQDWLRQDO��

0 F,YRU��$ ���6SHQFHU��7���0 ÙOOHU��,���	 �6SDOGLQJ��0 ���� � � � E���6WRUP�VXUJH�UHGXFWLRQ�E\ �PDQJURYHV��1 DWXUDO
&RDVWDO�3URWHFWLRQ�6HULHV�5HSRUW�� ���&DPEULGJH��8 . ��7KH�1 DWXUH�&RQVHUYDQF\ �	 �: HWODQGV�,QWHUQDWLRQDO�

0 DVVHWWL��( ���� � � � ���&OLPDWH�&KDQJH�DQG�6HD�/ HYHO�5LVH��) LML��,0 ) �6HOHFWHG�,VVXHV�3DSHU�6,3�� � � � �� � � �

0 F1 DPDUD��. ��( ���	 �' HV�&RPEHV��+ ��-���� � � � ���3ODQQLQJ�IRU�FRPPXQLW\ �UHORFDWLRQV�GXH�WR�FOLPDWH�FKDQJH�LQ�)LML�
,QWHUQDWLRQDO�-RXUQDO�RI�' LVDVWHU�5LVN�6FLHQFH��� �� ���� � � q� � � ��

0 F/ HPDQ��5���� � � � ���7KUHVKROGV�LQ�FOLPDWH�PLJUDWLRQ��&OLPDWH�FKDQJH�DQG�LQWHUQDO�PLJUDWLRQ��3RSXODWLRQ�DQG
( QYLURQPHQW��� � �� ���� � � q� � � ��

0 F$GDP��-���	 �)HUULV��( ���� � � � ���3ODQQHG�UHORFDWLRQV�LQ�WKH�FRQWH[ W�RI�FOLPDWH�FKDQJH��8 QSDFNLQJ�WKH�OHJDO�DQG
FRQFHSWXDO�LVVXHV��&DPEULGJH�-RXUQDO�RI�,QWHUQDWLRQDO�DQG�&RPSDUDWLYH�/ DZ��� �� ���� � � q� � � ��

0 F,YRU��$ ���6SHQFHU��7���0 ÙOOHU��,���	 �6SDOGLQJ��0 ���� � � � ���7KH�UHVSRQVH�RI�PDQJURYH�VRLO�VXUIDFH�HOHYDWLRQ�WR�VHD
OHYHO�ULVH��1 DWXUDO�&RDVWDO�3URWHFWLRQ�6HULHV�5HSRUW�� ���&DPEULGJH��8 . ��7KH�1 DWXUH�&RQVHUYDQF\ �	 �: HWODQGV
,QWHUQDWLRQDO��

0 RQJDED\ ���� � � � ���31 * �FOLPDWH�PLJUDQWV�UHORFDWH�IURP�WKH�&DUWHUHW�,VODQGV�WR�%RXJDLQYLOOH�

0 F1 DPDUD��. ��( ���%URQHQ��5���)HUQDQGR��1 ���	 �. OHSS��6���� � � � ���7KH�FRPSOH[ �GHFLVLRQ�PDNLQJ�RI�FOLPDWH
LQGXFHG�UHORFDWLRQ��$GDSWDWLRQ�DQG�ORVV�DQG�GDPDJH��&OLPDWH�3ROLF\ ��� � �� ���� � � q� � � ��

0 LODQ��$ ���	 �5XDQR��6���� � � � ���5DLQIDOO�YDULDELOLW\ ��IRRG�LQVHFXULW\ �DQG�PLJUDWLRQ�LQ�&DEULFÇQ��* XDWHPDOD��&OLPDWH�DQG
' HYHORSPHQW��� �� ���� � q� � ��

0 RRUH��/ ���� � � � ���+ RZ�VKRXOG�VWDWHV�PDQDJH�FOLPDWH�PRELOLWLHV�DQG�SODQQHG�UHORFDWLRQV"�( DUO\ �OHVVRQV�IURP�)LML�DQG
9DQXDWX��3ROLF\ �%ULHI�1 R��� � � ���7RGD�3HDFH�,QVWLWXWH��

0 RUULVRQ��. ���� � � � ���7KH�UROH�RI�WUDGLWLRQDO�NQRZOHGJH�LQ�IUDPLQJ�PLJUDWLRQ�DV�DGDSWDWLRQ�WR�WKH�kVORZ�GLVDVWHUy�RI
VHD�OHYHO�ULVH�LQ�WKH�6RXWK�3DFLILF��,Q�. ��6XGPHLHU�5LHX[ �HW�DO���( GV����,GHQWLI\ LQJ�HPHUJLQJ�LVVXHV�LQ�GLVDVWHU�ULVN
UHGXFWLRQ��PLJUDWLRQ��FOLPDWH�FKDQJH�DQG�VXVWDLQDEOH�GHYHORSPHQW��SS��� � � q� � � ���6SULQJHU��

0 RUWUHX[ ��&���%DUQHWW��-���( YDQV��/ ���	 �2 HOJHPRHOOHU��-���� � � � ���3ROLWLFDO�HFRQRP\ �RI�SODQQHG�UHORFDWLRQ��$ �PRGHO�RI
DFWLRQ�DQG�LQDFWLRQ�LQ�JRYHUQPHQW�UHVSRQVHV��* OREDO�( QYLURQPHQWDO�&KDQJH��� � ��� � � q� � � ��

� �



1 $3�* OREDO�1 HWZRUN���� � � � ���3DODX�1 $3�SURFHVV�XSGDWH�

1 LFKROOV��5��-���+ LQNHO��-���/ LQFNH��' ���	 �YDQ�GHU�3RO��7���� � � � ���* OREDO�LQYHVWPHQW�FRVWV�IRU�FRDVWDO�GHIHQVH
WKURXJK�WKH�� � VW�FHQWXU\ ��3ROLF\ �5HVHDUFK�: RUNLQJ�3DSHU�1 R��� � � � ���: DVKLQJWRQ��' &��: RUOG�%DQN��

1 DUDQ��%���%XFKQHU��%���3ULFH��0 ���6WRXW��6���7D\ ORU��0 ���	 �=DEHLGD��' ���� � � � ��2 FWREHU���* OREDO�ODQGVFDSH�RI
FOLPDWH�ILQDQFH�� � � � ��,QVLJKWV�IRU�&2 3� � ��6DQ�)UDQFLVFR��&OLPDWH�3ROLF\ �,QLWLDWLYH��

0 RVHU��6��&���( NVWURP��-��$ ���. LP��-���	 �+ HLWVFK��6���� � � � ���$GDSWDWLRQ�ILQDQFH�DUFKHW\ SHV��/ RFDO�JRYHUQPHQWV

SHUVLVWHQW�FKDOOHQJHV�RI�IXQGLQJ�DGDSWDWLRQ�WR�FOLPDWH�FKDQJH�DQG�ZD\ V�WR�RYHUFRPH�WKHP��( FRORJ\ �DQG�6RFLHW\ �
� � �� ���� � ��

1 DZURW]NL��5��-���	 �' H: DDUG��-���� � � � ���&OLPDWH�VKRFNV�DQG�WKH�WLPLQJ�RI�PLJUDWLRQ�IURP�0 H[ LFR��3RSXODWLRQ�DQG
( QYLURQPHQW��� � �� ���� � q� � � ��

1 DZURW]NL��5��-���' H: DDUG��-���%DNKWVL\ DUDYD��0 ���	 �+ D��-��7���� � � � ���&OLPDWH�VKRFNV�DQG�UXUDOqXUEDQ�PLJUDWLRQ�LQ
0 H[ LFR��( [ SORULQJ�QRQOLQHDULWLHV�DQG�WKUHVKROGV��&OLPDWLF�&KDQJH��� � � �� ���� � � q� � � ��

1 LFKROOV��5��-���� � � � ���$GDSWLQJ�WR�VHD�OHYHO�ULVH��,Q�=��=RPPHUV�	 �. ��$OYHUVRQ��( GV����5HVLOLHQFH�q�7KH�VFLHQFH�RI
DGDSWDWLRQ�WR�FOLPDWH�FKDQJH��SS��� � q� � ���( OVHYLHU��

2 ( &' ���� � � � ���2 ( &' �3HUIRUPDQFH�%XGJHWLQJ�)UDPHZRUN��LQFO��� � � � �VXUYH\ �ILQGLQJV���3DULV��2 ( &' ��

1 \ JUHQ��$ ���	 �: D\ HVVD��* ���� � � � ���$W�WKH�LQWHUVHFWLRQV�RI�PXOWLSOH�PDUJLQDOLVDWLRQV��' LVSODFHPHQWV�DQG
HQYLURQPHQWDO�MXVWLFH�LQ�0 H[ LFR�DQG�( WKLRSLD��( QYLURQPHQWDO�6RFLRORJ\ ��� �� ���� � � q� � � ��

2 ( &' ���� � � � ���3HUIRUPDQFH�EXGJHWLQJ��WRSLF�SDJH�RQ�SUDFWLFHV�DFURVV�2 ( &' �PHPEHUV���3DULV��2 ( &' ��

2 ZHQV��. ���&DUWHU��* ���3DUN��6���	 �9LQH\ ��* ���� � � � ���%ULGJLQJ�WKH�DGDSWDWLRQ�ILQDQFH�JDS��3DWKZD\ V�IRU�WKH
* UHHQ�&OLPDWH�)XQG�LQ�WKH�3DFLILF��( DUWK�6\ VWHP�* RYHUQDQFH��� � ��� � � � � � ��

1 XUVH��/ ��$ ���0 F/ HDQ��5��) ���$JDUG��-���%ULJXJOLR��/ ��3���' XYDW�0 DJQDQ��9���HW�DO���� � � � ���6PDOO�LVODQGV��,Q�&OLPDWH
&KDQJH�� � � � ��,PSDFWV��$GDSWDWLRQ��DQG�9XOQHUDELOLW\ ��3DUW�%��5HJLRQDO�$VSHFWV��SS��� � � � q� � � � ���&RQWULEXWLRQ�RI
: * ,,�WR�WKH�,3&&�)LIWK�$VVHVVPHQW�5HSRUW��&DPEULGJH��8 . ��&DPEULGJH�8 QLYHUVLW\ �3UHVV��

3DFLILF�&DWDVWURSKH�5LVN�$VVHVVPHQW�DQG�)LQDQFLQJ�,QLWLDWLYH��3&5$) ,����� � � � ���3&5$) ,�%RRNOHW��$GYDQFLQJ�ULVN
WUDQVIHU�LQ�WKH�3DFLILF��: DVKLQJWRQ��' &��) LQDQFLDO�3URWHFWLRQ�)RUXP��

3DFLILF�,VODQGV�)RUXP�6HFUHWDULDW��3,)6����� � � � ���$Q�RYHUYLHZ�RI�FOLPDWH�DQG�GLVDVWHU�ULVN�ILQDQFLQJ�RSWLRQV�IRU
3DFLILF�,VODQG�FRXQWULHV��3DFLILF�5HVLOLHQFH�3URJUDP���6XYD��3,) 6��

3DFLILF�,VODQGV�)RUXP�6HFUHWDULDW���� � � � ���� � � � �6WUDWHJ\ �IRU�WKH�%OXH�3DFLILF�&RQWLQHQW��6XYD��3,) 6��

3DFLILF�,VODQGV�)RUXP�6HFUHWDULDW���� � � � ��0 D\ ���&OLPDWH�FKDQJH�DQG�GLVDVWHU�ULVN�ILQDQFH��3DFLILF�H[ SHULHQFHV�DQG
RSWLRQV��9RO��� ���6XYD��3,) 6��

� �



3DFLILF�,VODQGV�)RUXP�6HFUHWDULDW���� � � � ���3DFLILF�5HJLRQDO�)UDPHZRUN�RQ�&OLPDWH�0 RELOLW\ ��6XYD��3,) 6�

3DFLILF�,VODQGV�)RUXP�6HFUHWDULDW���� � � � ���� � � � �6WUDWHJ\ �IRU�WKH�%OXH�3DFLILF�&RQWLQHQW��,PSOHPHQWDWLRQ�SODQ�� � � � q
� � � � ��6XYD��3,) 6��

3DFLILF�,VODQGV�)RUXP�6HFUHWDULDW���� � � � ��$XJXVW���,QIRUPDWLRQ�3DSHU�1 R��� � ��&OLPDWH�DQG�GLVDVWHU�ULVN�ILQDQFH�
5HJLRQDO�XSGDWHV��3,)6��� � ��) ( 0 0 ��,QIR�� � ���6XYD��3,) 6��

3DFLILF�,VODQGV�1 HZV�$VVRFLDWLRQ���� � � � ���3DFLILF�5HVLOLHQFH�)DFLOLW\ �FDSLWDOLVDWLRQ�XSGDWH�DQG�SOHGJH�WRWDOV��

3DFLILF�5HVLOLHQFH�,QIUDVWUXFWXUH�)DFLOLW\ ��35,) ����� � � � ���1 DXUX�,QWHJUDWHG�,QIUDVWUXFWXUH�6WUDWHJLF�3ODQ��

3DFLILF�,VODQGV�)RUXP�6HFUHWDULDW���� � � � ��-XO\ ���: KDW�* UHHQ�&OLPDWH�)XQG�GR�ZH�ZDQW�IRU�WKH�3DFLILF"�3UDFWLFDO
UHFRPPHQGDWLRQV�IRU�UHIRUP�DQG�FDSDFLW\ �VXSSRUW��6XYD��3,) 6��

3DFLILF�,VODQGV�)RUXP�6HFUHWDULDW���� � � � ���3DFLILF�5HJLRQDO�)UDPHZRUN�RQ�&OLPDWH�0 RELOLW\ ��6XYD��3,) 6��

30 ,���� � � � ���$ �JXLGH�WR�WKH�SURMHFW�PDQDJHPHQW�ERG\ �RI�NQRZOHGJH��30 %2 . �* XLGH���� WK�HG����1 HZWRZQ
6TXDUH��3$��3URMHFW�0 DQDJHPHQW�,QVWLWXWH��

3HUNLVV��6���	 �0 RHUPDQ��/ ���� � � � ���$ �GLVSXWH�LQ�WKH�PDNLQJ��$ �FULWLFDO�H[ DPLQDWLRQ�RI�GLVSODFHPHQW��FOLPDWH
FKDQJH�DQG�WKH�3DFLILF�,VODQGV��$FFRXQWLQJ��$XGLWLQJ�	 �$FFRXQWDELOLW\ �-RXUQDO��� � �� ���� � � q� � � ��

3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW���� � � � ���,QIRUPDWLRQ�EULHI��7KH�3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW�DQG
SODQQHG�UHORFDWLRQ��

3LJJRWW�0 F. HOODU��$ ���	 �9HOOD��. ���� � � � ���/ HVVRQV�OHDUQHG�DQG�SROLF\ �LPSOLFDWLRQV�IURP�FOLPDWH�UHODWHG�SODQQHG
UHORFDWLRQ�LQ�)LML�DQG�$XVWUDOLD��)URQWLHUV�LQ�&OLPDWH��� ��� � � � � � � ��

3RQWHH��1 ���1 DUD\ DQ��6���%HFN��0 ��: ���	 �+ RVNLQJ��$ ��+ ���� � � � ���1 DWXUH�EDVHG�VROXWLRQV��/ HVVRQV�IURP�DURXQG�WKH
ZRUOG��3URFHHGLQJV�RI�WKH�,QVWLWXWLRQ�RI�&LYLO�( QJLQHHUV�q�0 DULWLPH�( QJLQHHULQJ��� � � �� ���� � q� � ��

5DH��3���� � � � ���&OLPDWH�PLJUDWLRQ�DQG�SHUIRUPDQFH��,Q�<��0 HHU]RQ�	 �6��: LOPHU��( GV����7KH�3DOJUDYH�KDQGERRN�RI
WKHDWUH�DQG�PLJUDWLRQ��SS��� � � q� � � ���6SULQJHU��

3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW��3' ' ��	 �8 1 ' 55���� � � � ���: RUGV�LQWR�$FWLRQ��' LVDVWHU�GLVSODFHPHQW�
+ RZ�WR�UHGXFH�ULVN��DGGUHVV�LPSDFWV�DQG�VWUHQJWKHQ�UHVLOLHQFH��* HQHYD��8 1 ' 55��

3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW��3' ' ����� � � � ���3ODQQHG�UHORFDWLRQ�LQ�WKH�3DFLILF��$ �FRXQWU\ �OHG�DSSURDFK�

3HUXPDO��1 ���� � � � ���k7KH�SODFH�ZKHUH�,�OLYH�LV�ZKHUH�,�EHORQJy��&RPPXQLW\ �SHUVSHFWLYHV�RQ�FOLPDWH�FKDQJH�DQG
FOLPDWH�UHODWHG�PLJUDWLRQ�LQ�9DQXDWX��,VODQG�6WXGLHV�-RXUQDO��� � �� ���� � q� � ��

5HJHQHULV�&RQVXOWLQJ���� � � � ���&RDVWDO�3DWKILQGHU�( YDOXDWLRQ��$Q�DVVHVVPHQW�RI�WKH�ILYH�ODUJHVW�3DWKILQGHU�SURMHFWV�
/ RQGRQ��8 . �' HSDUWPHQW�IRU�( QYLURQPHQW��)RRG�DQG�5XUDO�$ï DLUV��

� �



5HSXEOLF�RI�WKH�0 DUVKDOO�,VODQGV���� � � � ���1 DWLRQDO�$GDSWDWLRQ�3ODQ��3DWKZD\ �IRU�6XUYLYDO��

5HSXEOLF�RI�) LML���� � � � ���3ODQQHG�5HORFDWLRQ�* XLGHOLQHV��$ �IUDPHZRUN�WR�XQGHUWDNH�FOLPDWH�FKDQJH�UHODWHG
UHORFDWLRQ��

5HSXEOLF�RI�) LML���� � � � ���&OLPDWH�5HORFDWLRQ�RI�&RPPXQLWLHV�7UXVW�)XQG�$FW�DQG�)LQDQFLDO�0 DQDJHPHQW�3ROLF\
* XLGHOLQH��

5HSXEOLF�RI�) LML���� � � � ���&OLPDWH�&KDQJH�$FW��

5HSXEOLF�RI�) LML���� � � � ���6WDQGDUG�2 SHUDWLQJ�3URFHGXUHV�IRU�SODQQHG�UHORFDWLRQ��

5XSSUHFKW��) ���0 ÙOOHU��,���( YDQV��%���6SHQFHU��7���	 �-HQVHQ��. ���� � � � ���9HJHWDWLRQqZDYH�LQWHUDFWLRQV�LQ�VDOW
PDUVKHV�XQGHU�VWRUP�VXUJH�FRQGLWLRQV��( FRORJLFDO�( QJLQHHULQJ��� � � ��� � � q� � � ��

6KHSDUG��&��&���&UDLQ��&��0 ���	 �%HFN��0 ��: ���� � � � ���7KH�SURWHFWLYH�UROH�RI�FRDVWDO�PDUVKHV��$ �V\ VWHPDWLF�UHYLHZ
DQG�PHWD�DQDO\ VLV��3/ R6�2 1 ( ��� �� � ���H� � � � � ��

5RELQVRQ��6��$ ���� � � � ���&OLPDWH�FKDQJH�DGDSWDWLRQ�WUHQGV�LQ�VPDOO�LVODQG�GHYHORSLQJ�VWDWHV��0 LWLJDWLRQ�DQG
$GDSWDWLRQ�6WUDWHJLHV�IRU�* OREDO�&KDQJH��� � ��� � � q� � � ��

5RELQVRQ��6��$ ���	 �' RUQDQ��0 ���� � � � ���,QWHUQDWLRQDO�ILQDQFLQJ�IRU�FOLPDWH�FKDQJH�DGDSWDWLRQ�LQ�VPDOO�LVODQG
GHYHORSLQJ�VWDWHV��5HJLRQDO�( QYLURQPHQWDO�&KDQJH��� � ��� � � � q� � � � ��

6FKHï UDQ��-���0 DUPHU��( ���	 �6RZ��3���� � � � ���0 LJUDWLRQ�DV�D�FRQWULEXWLRQ�WR�UHVLOLHQFH�DQG�LQQRYDWLRQ�LQ�FOLPDWH
DGDSWDWLRQ��6RFLDO�QHWZRUNV�DQG�FR�GHYHORSPHQW�LQ�1 RUWKZHVW�$IULFD��$SSOLHG�* HRJUDSK\ ��� � ��� � � q� � � ��

5REHUWV��-��7���	 �: HLNPDQV��5���� � � � ���3RVWIDFH��)UDJPHQWDWLRQ��IDLOLQJ�WUXVW�DQG�HQGXULQJ�WHQVLRQV�RYHU�ZKDW�FRXQWV
DV�FOLPDWH�ILQDQFH��,QWHUQDWLRQDO�( QYLURQPHQWDO�$JUHHPHQWV��3ROLWLFV��/ DZ�DQG�( FRQRPLFV��

6KD\ HJK��6���' DVJXSWD��6���	 �&LDVFKLQL��0 ���� � � � ���) LVFDO�SROLF\ �IRU�PDQDJLQJ�UHORFDWLRQ�ULVN�IURP�VHD�OHYHO�ULVH�
( QYLURQPHQWDO�DQG�5HVRXUFH�( FRQRPLFV��� � �� ���� � � q� � � ��

6LGHUV��$ ��5���+ LQR��0 ���	 �0 DFK��. ��-���� � � � ���7KH�FDVH�IRU�VWUDWHJLF�DQG�PDQDJHG�FOLPDWH�UHWUHDW��6FLHQFH�
� � � �� � � � ���� � � q� � � ��

6/ <&$1 �7UXVW���� � � � ��-XQH�� ���&OLPDWH�UHODWHG�KXPDQ�PRELOLW\ �DFURVV�GLï HUHQW�OHYHOV�RI�DGDSWDWLRQ
JRYHUQDQFH��

6RORPRQ�,VODQGV�* RYHUQPHQW���� � � � ���3ODQQHG�5HORFDWLRQ�* XLGHOLQHV��+ RQLDUD��0 LQLVWU\ �RI�( QYLURQPHQW�
&OLPDWH�&KDQJH��' LVDVWHU�0 DQDJHPHQW�DQG�0 HWHRURORJ\ ��ZLWK�,2 0 �VXSSRUW���

6/ <&$1 �7UXVW���� � � � ��0 DUFK�� ���%ULHILQJ�QRWH��+ XPDQ�PRELOLW\ �LQ�1 DWLRQDO�$GDSWDWLRQ�3ODQV��XSGDWHG�YHUVLRQ��

� �



6WRMDQRY��5���. HOPDQ��,���6KHQ��6���' XãÒ��%���8 SDGK\ D\ ��+ ���HW�DO���� � � � ���/ RFDO�SHUFHSWLRQV�RI�FOLPDWH�FKDQJH
LPSDFWV�DQG�PLJUDWLRQ�SDWWHUQV�LQ�0 DOÎ ��0 DOGLYHV��7KH�* HRJUDSKLFDO�-RXUQDO��� � � �� ���� � � q� � � ��

6WDWH�RI�/ RXLVLDQD���� � � � ���/ RXLVLDQD
V�� � � � �3URSRVDO��1 DWLRQDO�' LVDVWHU�5HVLOLHQFH�&RPSHWLWLRQ��3KDVH�,,��%DWRQ
5RXJH��/ $ ��2 ð FH�RI�&RPPXQLW\ �' HYHORSPHQW��

7UDQJ��1 ��7��7���� � � � ���)ORDWLQJ�KRXVHV�DQG�JDUGHQV��$GDSWDWLRQ�WR�IORRGLQJ�DQG�FOLPDWH�FKDQJH�LQ�WKH
9LHWQDPHVH�0 HNRQJ�' HOWD��$VLDQ�3URILOH��� � �� ���� � � q� � � ��

7DEDN��6���� � � � ���) LQDQFLQJ�DQWLFLSDWRU\ �DSSURDFKHV�WR�FOLPDWH�PRELOLW\ ��6WDWHV
�LQSXW�LQWR�WKH�,&-�DGYLVRU\
RSLQLRQ�RQ�FOLPDWH��$-,/ �8 QERXQG��� � � ��� � � q� � � ��

6]DER��6���$GJHU��: ��1 ���0 DWWKHZV��=���$KPHG��6���/ Ç]ÇU��$ ��1 ���	 �$KPDG��6���� � � � ���6RLO�VDOLQLW\ ��KRXVHKROG
ZHDOWK�DQG�IRRG�LQVHFXULW\ �LQ�WURSLFDO�GHOWDV��( YLGHQFH�IURP�VRXWK�ZHVW�FRDVW�RI�%DQJODGHVK��6XVWDLQDELOLW\
6FLHQFH��� � �� ���� � � q� � � ��

7KRUQWRQ��) ���� � � � ���) LQDQFLQJ�SODQQHG�UHORFDWLRQ�DQG�KXPDQ�PRELOLW\ �LQ�WKH�FRQWH[ W�RI�FOLPDWH�FKDQJH�LQ�WKH
3DFLILF�UHJLRQ��5HVHDUFK�%ULHI�RQ�&OLPDWH�0 RELOLW\ ���3DFLILF�5HVLOLHQFH�3DUWQHUVKLS��7HFKQLFDO�: RUNLQJ�* URXS�q
+ XPDQ�0 RELOLW\ ��

6XSSDVUL��$ ���HW�DO���� � � � ���%XLOGLQJ�GDPDJH�DQG�PDLQWHQDQFH�FRVWV�IRU�KRXVLQJ�UHORFDWLRQ�DUHDV�Dï HFWHG�E\ �WKH�� � � �
* UHDW�( DVW�-DSDQ�WVXQDPL��-RXUQDO�RI�' LVDVWHU�5HVHDUFK��� � �� ���� � � � q� � � � ��

7URQTXHW��&���� � � � ���)URP�9XQLGRJRORD�WR�. HQDQL��$Q�LQVLJKW�LQWR�VXFFHVVIXO�UHORFDWLRQ��,Q�6WDWH�RI
( QYLURQPHQWDO�0 LJUDWLRQ�� � � � ��SS��� � � q� � � ���6FLHQFHV�3R��

7UXQGOH��$ ���	 �2 UJDQR��9���� � � � ���8 UEDQ�DGDSWDWLRQ�SDWKZD\ V�DW�WKH�HGJH�RI�WKH�$QWKURSRFHQH��/ HVVRQV�IURP�WKH
%OXH�3DFLILF�&RQWLQHQW��8 UEDQ�* HRJUDSK\ ��� � �� ���� � � q� � � ��

7VFKDNHUW��3���%DUQHWW��-���( OOLV��1 ���/ DZUHQFH��&���7XDQD��1 ���1 HZ��0 ���( OULFN�%DUU��&���3DQGLW��5���	 �3DQQHOO��' ���� � � � ��
&OLPDWH�FKDQJH�DQG�ORVV��DV�LI�SHRSOH�PDWWHUHG��9DOXHV��SODFHV��DQG�H[ SHULHQFHV��: LOH\ �,QWHUGLVFLSOLQDU\ �5HYLHZV�
&OLPDWH�&KDQJH��� �� ���H� � � ��

8 �6��' HSDUWPHQW�RI�7UDQVSRUWDWLRQ���� � � � ���%HQHILWq&RVW�$QDO\ VLV�* XLGDQFH��: DVKLQJWRQ��' &��$XWKRU��

8 QLWHG�1 DWLRQV�' HYHORSPHQW�3URJUDPPH��8 1 ' 3����� � � � ���&OLPDWH�ILQDQFH�Hï HFWLYHQHVV�LQ�WKH�3DFLILF��$UH�ZH�RQ
WKH�ULJKW�WUDFN"�6XYD��8 1 ' 3��

8 QLWHG�1 DWLRQV�( FRQRPLF�DQG�6RFLDO�&RPPLVVLRQ�IRU�$VLD�DQG�WKH�3DFLILF��8 1 ( 6&$3����� � � � ��
5LVNVFDSH�3DWKZD\ V�WR�$GDSWDWLRQ�DQG�5HVLOLHQFH�LQ�3DFLILF�6,' 6��%DQJNRN��8 1 ( 6&$3��

8 QLWHG�1 DWLRQV�( FRQRPLF�DQG�6RFLDO�&RPPLVVLRQ�IRU�$VLD�DQG�WKH�3DFLILF��8 1 ( 6&$3����� � � � ���$VLD�3DFLILF
' LVDVWHU�5HSRUW��%DQJNRN��8 1 ( 6&$3��

8 QLWHG�1 DWLRQV�( QYLURQPHQW�3URJUDPPH��8 1 ( 3����� � � � ���$GDSWDWLRQ�* DS�5HSRUW�� � � � ��1 DLUREL��8 1 ( 3��

� �



8 QLWHG�1 DWLRQV�)UDPHZRUN�&RQYHQWLRQ�RQ�&OLPDWH�&KDQJH��8 1 )&&&����� � � � ���$VVHVVLQJ�WKH�FRVWV�DQG
EHQHILWV�RI�DGDSWDWLRQ�RSWLRQV��$Q�RYHUYLHZ�RI�DSSURDFKHV��1 DLUREL�: RUN�3URJUDPPH���%RQQ��8 1 )&&&��

8 QLWHG�1 DWLRQV�)UDPHZRUN�&RQYHQWLRQ�RQ�&OLPDWH�&KDQJH��8 1 )&&&��6HFUHWDULDW���� � � � ��1 RYHPEHU�� ��
' HILQLQJ�DQG�XQGHUVWDQGLQJ�WUDQVIRUPDWLRQDO�DGDSWDWLRQ�DW�WKH�JOREDO�OHYHO��)&&&�73�� � � � �� ���%RQQ�
8 1 )&&&��

8 QLWHG�1 DWLRQV�+ LJK�&RPPLVVLRQHU�IRU�5HIXJHHV��%URRNLQJV�,QVWLWXWLRQ��	 �* HRUJHWRZQ�8 QLYHUVLW\ ���� � � � ��
* XLGDQFH�RQ�SURWHFWLQJ�SHRSOH�IURP�GLVDVWHUV�DQG�HQYLURQPHQWDO�FKDQJH�WKURXJK�SODQQHG�UHORFDWLRQ��

: HU] ��0 ���	 �+ Rï PDQ��0 ���� � � � ���&OLPDWH�FKDQJH��PLJUDWLRQ��DQG�FRQIOLFW�LQ�6RXWK�$VLD��5LVLQJ�WHQVLRQV�DQG
SROLF\ �RSWLRQV��: DVKLQJWRQ��' &��&HQWHU�IRU�$PHULFDQ�3URJUHVV��

9XLN��9���-RQNPDQ��6��1 ���%RUVMH��%��: ���	 �6X]XNL��7���� � � � ���1 DWXUH�EDVHG�IORRG�SURWHFWLRQ��7KH�Hð FLHQF\ �RI
YHJHWDWHG�IRUHVKRUHV�LQ�UHGXFLQJ�ZDYH�UXQ�XS��,Q�3URFHHGLQJV�RI�WKH�� � WK�,$+ 5�: RUOG�&RQJUHVV��9RO��� � ��SS��� q
� ���

: DQJ��: ���/ LX��+ ���/ L��<���	 �6X��-���� � � � ���' HYHORSPHQW�DQG�PDQDJHPHQW�RI�ODQG�UHFODPDWLRQ�LQ�&KLQD��2 FHDQ�	
&RDVWDO�0 DQDJHPHQW��� � � ��� � � q� � � ��

: DUQHU��. ���	 �$ ILIL��7���� � � � ���: KHUH�WKH�UDLQ�IDOOV��( YLGHQFH�IURP�HLJKW�FRXQWULHV�RQ�KRZ�YXOQHUDEOH�KRXVHKROGV
XVH�PLJUDWLRQ�WR�PDQDJH�UDLQIDOO�YDULDELOLW\ �DQG�IRRG�LQVHFXULW\ ��&OLPDWH�DQG�' HYHORSPHQW��� �� ���� q�� � ��

: LOPVHQ��%���	 �: HEEHU��0 ���� � � � ���: KDW�FDQ�ZH�OHDUQ�IURP�WKH�SUDFWLFH�RI�GHYHORSPHQW�IRUFHG�GLVSODFHPHQW�DQG
UHVHWWOHPHQW�IRU�RUJDQL]HG�UHVHWWOHPHQWV�LQ�UHVSRQVH�WR�FOLPDWH�FKDQJH"�* HRIRUXP��� � ��� � q� � ��

8 QLWHG�1 DWLRQV�)UDPHZRUN�&RQYHQWLRQ�RQ�&OLPDWH�&KDQJH��8 1 )&&&����� � � � ���7HFKQLFDO�JXLGH�RQ�LQWHJUDWLQJ
KXPDQ�PRELOLW\ �DQG�FOLPDWH�FKDQJH�LQWR�QDWLRQDO�SODQQLQJ��: ,0 �( [ &RP�7DVN�)RUFH�RQ�' LVSODFHPHQW���%RQQ�
8 1 )&&&��

8 QLWHG�1 DWLRQV�)UDPHZRUN�&RQYHQWLRQ�RQ�&OLPDWH�&KDQJH��8 1 )&&&��6HFUHWDULDW���� � � � ��-XO\ �� ���%DFNJURXQG
SDSHU�RQ�DFFHVV�PRGDOLWLHV�LQ�DFFRUGDQFH�ZLWK�WKH�* RYHUQLQJ�,QVWUXPHQW�RI�WKH�)XQG�IRU�5HVSRQGLQJ�WR�/ RVV�
DQG�' DPDJH��) / ' �%�� �� � ���%RQQ��8 1 )&&&��

9DQ�: HVHQEHHFN��%���%DFK��/ ���+ ÙJK��/ ���	 �%RXPD��7���� � � � ���7KH�UROH�RI�HFRV\ VWHP�EDVHG�DGDSWDWLRQ�LQ�FRDVWDO
SURWHFWLRQ��/ HVVRQV�IURP�UHFHQW�UHVHDUFK��&RDVWDO�( QJLQHHULQJ�3URFHHGLQJV��� �� � ���� � ��

: RQJ��3��3���/ RVDGD��,��-���* DWWXVR��-��3���+ LQNHO��-���. KDWWDEL��$ ���HW�DO���� � � � ���&RDVWDO�V\ VWHPV�DQG�ORZ�O\ LQJ�DUHDV��,Q
&OLPDWH�&KDQJH�� � � � ��,PSDFWV��$GDSWDWLRQ��DQG�9XOQHUDELOLW\ ��3DUW�$��* OREDO�DQG�6HFWRUDO�$VSHFWV��SS��� � � q� � � ��
&RQWULEXWLRQ�RI�: * ,,�WR�WKH�,3&&�)LIWK�$VVHVVPHQW�5HSRUW��&DPEULGJH��8 . ��&DPEULGJH�8 QLYHUVLW\ �3UHVV��

: RUOG�%DQN���� � � � ���4 XDOLW\ �,QIUDVWUXFWXUH�,QYHVWPHQW��4 ,,���/ LIH�F\ FOH�FRVW�EULHI��DQG�,QIUDVWUXFWXUH�* RYHUQDQFH
$VVHVVPHQW�)UDPHZRUN��: DVKLQJWRQ��' &��: RUOG�%DQN��

: RUOG�%DQN���� � � � ���7KH�3DFLILF�$WROO�&RXQWULHV��&RXQWU\ �&OLPDWH�DQG�' HYHORSPHQW�5HSRUW��: DVKLQJWRQ��' &�
: RUOG�%DQN��

� �



<HH��0 ���0 F0 LFKDHO��&���0 F1 DPDUD��. ��( ��� 	 �3LJJRWW�0 F. HOODU��$ ���� � � � ���3DUWLDO�SODQQHG�UHORFDWLRQ�DQG
OLYHOLKRRGV��/ HDUQLQJV�IURP�1 DULNRVR��) LML��$VLD�3DFLILF�9LHZSRLQW��� � �� ���� � � q� � � ��

=KDQJ��. ���/ LX��+ ���/ L��<���; X��+ ���6KHQ��-���HW�DO���� � � � ���7KH�UROH�RI�PDQJURYHV�LQ�DWWHQXDWLQJ�VWRUP�VXUJHV�
( VWXDULQH��&RDVWDO�DQG�6KHOI�6FLHQFH��� � � ��� � q� � ��

<DULQD��/ ��� 	 � : HVFRDW��-��/ �� �� � � � ���6SHFWUXPV�RI�UHORFDWLRQ��$ �W\ SRORJLFDO�IUDPHZRUN�IRU�XQGHUVWDQGLQJ�ULVN
EDVHG�UHORFDWLRQ�WKURXJK�VSDFH��WLPH�DQG�SRZHU��* OREDO�( QYLURQPHQWDO�&KDQJH��� � ��� � � � � � ��

: UDWKDOO��' ��-��� 	 �6XFNDOO��1 ���� � � � ��� / LYHOLKRRG�FKRLFHV�DQG�RXWFRPHV�DPRQJ�HQYLURQPHQWDO�PLJUDQWV��/ HDUQLQJ
IURP�WKH�* LOÎ ��0 R]DPELTXH��,QWHUQDWLRQDO�0 LJUDWLRQ��� � �6� ���� � � q� � � ��

� �



�$�Q�Q�H�[���$�����&�R�V�W�L�Q�J���)�U�D�P�H�Z�R�U�N���I�R�U���3�D�F�L�I�L�F���&�O�L�P�D�W�H���,�Q�G�X�F�H�G���3�O�D�Q�Q�H�G
�5�H�O�R�F�D�W�L�R�Q�V��

7KLV� DQQH[ � SUHVHQWV� D� FRPSUHKHQVLYH� FRVWLQJ� IUDPHZRUN� GHVLJQHG� VSHFLILFDOO\ � IRU� FOLPDWH�LQGXFHG� SODQQHG
UHORFDWLRQV� LQ� 3DFLILF� FRQWH[ WV�� 7KH� WDEOH� EHORZ� RXWOLQHV� WKH� SULQFLSDO� FRVW� FDWHJRULHV� DQG� SKDVHV� DVVRFLDWHG� ZLWK
VXFK�UHORFDWLRQ�LQLWLDWLYHV��

5HORFDWLRQ�3KDVH

&
RV

W�
&

DW
HJ

RU
\�

� ��7UDQVDFWLRQDO
FRVWV�

) 3,&�SURFHVV
�VHJPHQWHG
FRQVXOWDWLRQV��LQFOXGLQJ
ZLWK�KRVW�FRPPXQLWLHV�
LQWHUSUHWDWLRQ��
/ HJDO�GXH�GLOLJHQFH�DQG
FXVWRPDU\ �ODQG
QHJRWLDWLRQV�
&DGDVWUDO�ZRUN�DQG
SHUPLWV�

5HVLGHQW�HQJLQHHU�DQG
VLWH�VXSHUYLVLRQ
4 XDOLW\ �$VVXUDQFH�DQG
FRQWUDFW�PDQDJHPHQW
) LQDQFLDO�PDQDJHPHQW�
UHSRUWLQJ��VDIHJXDUGV
PRQLWRULQJ��JULHYDQFH
KDQGOLQJ��DQG
WUDQVSDUHQF\ �RXWUHDFK
' RFXPHQWLQJ�LQ�NLQG
ODERXU�DQG�PDWHULDOV�DV
FRXQWHUSDUW�ILQDQFH
3DUWLFLSDWRU\ �UHYLHZ
SURFHVV�

,QGHSHQGHQW
WHFKQLFDO�ILQDQFLDO
DXGLWV��H�J��HYHU\
WKUHH�\ HDUV�
&RPPXQLW\
VDWLVIDFWLRQ�DQG
OLYHOLKRRG�VXUYH\ V
&ODLPV�DGPLQLVWUDWLRQ�
LQFOXGLQJ�ZLWK
LQVXUHUV��RU�RQJRLQJ
JULHYDQFH�UHVROXWLRQ
DQG�FRQIOLFW�PHGLDWLRQ
LI�QHHGHG�

� �



,QWDQJLEOH�
FRVW
FRQVLGHUDWLRQV�

/ LIH�F\ FOH�FRVWLQJ�EXLOW
LQWR�GHVLJQ�
( VWDEOLVKPHQW�RI�2 	 0
UHVHUYH�RU�VLQNLQJ�IXQG�
EDVHOLQLQJ�( [ SHFWHG
$QQXDO�' DPDJH�DQG
DYRLGHG�ORVV
DVVXPSWLRQV
' HILQLQJ�DVVHW�RZQHU
UHVSRQVLELOLWLHV��GUDIWLQJ
2 	 0 �SODQV�DQG�WUDLQLQJ
EXGJHWV�
3ODQ�UHVLGXDO�ULVN�EXï HUV
DQG�FRQQHFW�ZLWK
RQJRLQJ�GLVDVWHU�ULVN
ILQDQFLQJ�LQLWLDWLYHV�

&HUHPRQLHV��UHEXULDOV�
KHULWDJH�GLJLWLVDWLRQ�
DUFKLYHV�
3V\ FKRVRFLDO�VXSSRUW
GXULQJ�PRYHV
0 HGLDWLRQ�DQG�KRVWLQJ
DUUDQJHPHQW�WR�VXVWDLQ
VRFLDO�FRKHVLRQ�DQG�RU
GLVSXWH�UHVROXWLRQ
EHWZHHQ�UHORFDWLQJ�DQG
KRVW�FRPPXQLWLHV�

$V�EXLOW�DVVHW�UHJLVWHU
6SDUHV�DQG�PDLQWHQDQFH
WRROV�
2 	 0 �PDQXDO
GHYHORSPHQW�DQG�WUDLQLQJ�
2 SHUDWRU�WUDLQLQJ��ZDWHU
FRPPLWWHHV��URDG
PDLQWHQDQFH�HWF��
: DUUDQW\ �HQIRUFHPHQW
DQG�KDQGRYHU�SURFHVV�DQG
GRFXPHQWDWLRQ��LQLWLDO
SUHPLXP�SD\ PHQWV�LI
DSSOLFDEOH�

5RXWLQH�2 	 0
�URDGV�GUDLQDJH
FOHDUDQFH��ZDWHU�DQG
SRZHU�V\ VWHPV��EXLOGLQJ
XSNHHS��
3UHPLXPV�IRU�LQVXUDQFH
ULVN�SRROV�
8 SGDWHG�( [ SHFWHG
$QQXDO�' DPDJH�DQG
DYRLGHG�ORVV�PHWULFV�
5H�VFRSLQJ�RI�KD] DUG
GDWD�

2 QJRLQJ�ZHOOEHLQJ�DQG
FXOWXUDO�FRQWLQXLW\
SURJUDPPHV�
,QWHU���RU�LQWUD��
FRPPXQLW\ �GLDORJXH
SODWIRUPV��SHULRGLF
ULWXDOV�
+ HULWDJH�VWHZDUGVKLS
8 SGDWHG�1 ( / '
LQYHQWRU\ �DQG
YDOXDWLRQ�DV�QHFHVVDU\ �

&RQGXFW�D�QRQ�HFRQRPLF
ORVV�DQG�GDPDJH�LQYHQWRU\
RI�WDQJLEOH�DQG�LQWDQJLEOH
DVVHWV��H�J��LGHQWLW\ ��VDFUHG
VLWHV��JUDYHV�
ODQJXDJH�SODFH
DWWDFKPHQW��DQG�PDSSLQJ
RI�FXOWXUDO�KHULWDJH�DW�ULVN�
' LVFXVV�DQG�GHFLGH
DSSURSULDWH�YDOXDWLRQ
PHWKRG��DQG�UHOHYDQW
1 ( / ' �LQLWLDWLYHV
DVVRFLDWHG�ZLWK
UHORFDWLRQ�
0 HQWDO�KHDOWK�EDVHOLQHV�
' HVLJQ�RI�FXOWXUDO
SURWRFROV�IRU�WKH
UHORFDWLRQ�SURFHVV
2 SSRUWXQLW\ �FRVW
YDOXDWLRQV�IRU�ORVVHV
UHODWHG�WR�UHORFDWLRQ��H�J�
ORVW�ILVKHULHV�RU�JDUGHQV��

� ��
/ LIH�F\ FOH�
FRVWV

� �
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�$�Q�Q�H�[���%�����1�D�U�U�D�W�L�Y�H���R�I���&�R�V�W���(�V�W�L�P�D�W�L�R�Q���)�D�F�W�R�U�V���E�\���3�K�D�V�H��

2 QFH� D� FRQVHQVXDO� GHFLVLRQ� KDV� EHHQ� UHDFKHG� WR� SURFHHG� ZLWK� D� SODQQHG� UHWUHDW� RU� FOLPDWH�UHODWHG� FRPPXQLW\
UHORFDWLRQ��LW�LV�HVVHQWLDO�WR�PHWKRGLFDOO\ �SODQ�DQG�DFFXUDWHO\ �FRVW�D�FRPSUHKHQVLYH�DUUD\ �RI�SUHSDUDWRU\ �DFWLYLWLHV
�%RZHU�HW�DO��� � � � � ��+ XPDQ�5LJKWV�: DWFK�� � � � � ���7KHVH�SUHSDUDWRU\ �DFWLYLWLHV�q�VSDQQLQJ�GLUHFW��WUDQVDFWLRQDO��OLIH
F\ FOH��DQG�LQWDQJLEOH�FRVW�FDWHJRULHV�q� IRUP�WKH�EDFNERQH�RI�D�UREXVW�DQG�UHVSRQVLEOH�UHORFDWLRQ�VWUDWHJ\ � �* $2 �
� � � � �� 8 1 + &5�� %URRNLQJV� ,QVWLWXWLRQ�� 	 � * HRUJHWRZQ� 8 QLYHUVLW\ �� � � � � ��� 3URSHU� LGHQWLILFDWLRQ� DQG� FRVWLQJ� RI� HDFK
DFWLYLW\ � QRW� RQO\ � HQVXUH� ILQDQFLDO� WUDQVSDUHQF\ �� EXW� DOVR� VXSSRUW� HTXLWDEOH�� VXVWDLQDEOH�� DQG� FXOWXUDOO\ � VHQVLWLYH
RXWFRPHV�IRU�ERWK�UHORFDWLQJ�DQG�KRVW�FRPPXQLWLHV��%UXJQDFK�HW�DO���� � � � ��%RZHU�HW�DO���� � � � ���

' LUHFW� FRVWV� HQFRPSDVV� WKH� PRVW� LPPHGLDWH� DQG� WDQJLEOH� H[ SHQGLWXUHV� DVVRFLDWHG� ZLWK� UHORFDWLRQ�� 7KHVH� LQFOXGH
FRQGXFWLQJ�PXOWL�KD]DUG�ULVN�DQDO\ VHV�WR�XQGHUVWDQG�FXUUHQW�DQG�IXWXUH�FRPPXQLW\ �H[ SRVXUHV�DQG�YXOQHUDELOLWLHV��DV
ZHOO�DV�XQGHUWDNLQJ�GHWDLOHG�VLWH�VXUYH\ V� �H�J��WRSRJUDSKLFDO��EDWK\ PHWULF��DQG�JHRWHFKQLFDO�VXUYH\ V��WR�LQIRUP�VDIH
VLWH� VHOHFWLRQ� DQG� HQJLQHHULQJ� IHDVLELOLW\ � �* RYHUQPHQW� RI� ) LML�� � � � � �� 6RORPRQ� ,VODQGV� * RYHUQPHQW�� � � � � ��
* URXQGZDWHU� DQG� HFRV\ VWHP� DVVHVVPHQWV� DUH� DOVR� FUXFLDO� DW� WKLV� VWDJH� WR� VDIHJXDUG� HQYLURQPHQWDO� LQWHJULW\ � DQG
HQVXUH� WKH� QHZ� VLWH� FDQ� VXSSRUW� FRPPXQLW\ � QHHGV� ZLWKRXW� GHJUDGLQJ� QDWXUDO� UHVRXUFHV� �$OEHUW� HW� DO��� � � � � �
* RYHUQPHQW�RI� ) LML�� � � � � ��� ,Q�DGGLWLRQ��GLUHFW�FRVWV�FRYHU�WKH�GHYHORSPHQW�RI�FRQFHSW�GHVLJQV�DQG�RXWOLQH�%LOOV�RI
4 XDQWLWLHV� �%R4 V�� IRU� ERWK� K\ EULG� kJUHHQ� DQG� JUH\ y� LQIUDVWUXFWXUH� q� VXFK� DV� UDLVHG� SODWIRUPV�� DOO�ZHDWKHU� URDGV�
DGHTXDWH� GUDLQDJH�� FOLPDWH�UHVLOLHQW� KRXVLQJ�� ZDWHU� VXSSO\ �� VDQLWDWLRQ� �: $6+ ��� DQG� HQHUJ\ �XWLOLWLHV� q� DV� ZHOO� DV
QDWXUH�EDVHG�VROXWLRQV��WR�HQVXUH�WKDW�DOO�SK\ VLFDO�LQWHUYHQWLRQV�DUH�UHVLOLHQW�DQG�FRQWH[ W�DSSURSULDWH��%ULGJHV�HW�DO��
� � � � ��&KHRQJ�HW�DO��� � � � � ���7KHVH�GLUHFW�FRVWV�DOVR�H[ WHQG�WR�ODQG�PDWWHUV��RIWHQ�D�VLJQLILFDQW�LVVXH�LQ�FRPPXQLW\
UHORFDWLRQV���FRQGXFWLQJ�ODQG�YDOXDWLRQ�DQG�DUUDQJLQJ�DFTXLVLWLRQ�RU�FRPSHQVDWLRQ�IRU�ODQG��SUHSDULQJ�WKH�KRVW�VLWH
�H�J�� FOHDULQJ� RU� OHYHOOLQJ� ODQG�� EDVLF� VLWH� ZRUNV��� FRQVWUXFWLQJ� WHPSRUDU\ � DFFHVV� URXWHV� LI� QHHGHG�� DQG� IRUPXODWLQJ
KRVW�FRPPXQLW\ �VXSSRUW�DQG�LQWHJUDWLRQ�SODQV��&DPSEHOO��� � � � ��3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW��� � � � ���

�3�U�H���5�H�O�R�F�D�W�L�R�Q���&�R�V�W���(�V�W�L�P�D�W�L�R�Q��

7KLV�DQQH[ �SUHVHQWV�D�GHWDLOHG�DFFRXQW�RI�WKH�UDQJH�RI�DFWLYLWLHV�DQG�FRQVLGHUDWLRQV�UHOHYDQW�WR�HDFK�FRVW�FDWHJRU\ �
GLUHFW��WUDQVDFWLRQDO��OLIH�F\ FOH��DQG�LQWDQJLEOH��DFURVV�DOO�SKDVHV�RI�FOLPDWH�UHODWHG�UHORFDWLRQ��%XLOGLQJ�RQ�WKH�PDLQ
UHSRUW�� LW� Rï HUV� FRPSUHKHQVLYH� JXLGDQFH� IRU� SODQQHUV� DQG� SROLF\ PDNHUV� VHHNLQJ� WR� XQGHUVWDQG� WKH� IXOO� VFRSH� RI
SUHSDUDWRU\ �� LPSOHPHQWDWLRQ�� DQG� SRVW�UHORFDWLRQ� UHTXLUHPHQWV� HVVHQWLDO� WR� VXFFHVVIXO�� VXVWDLQDEOH�� DQG� FXOWXUDOO\
VHQVLWLYH�RXWFRPHV��

7UDQVDFWLRQDO�FRVWV�UHIHU�WR�WKH�SURFHGXUDO��OHJDO��DQG�FRQVXOWDWLYH�DFWLYLWLHV�UHTXLUHG�WR� IDFLOLWDWH�D�OHJLWLPDWH�DQG
LQFOXVLYH� UHORFDWLRQ� SURFHVV�� 7KLV� LQFOXGHV� XQGHUWDNLQJ� D� )UHH�� 3ULRU� DQG� ,QIRUPHG� &RQVHQW� �)3,&�� SURFHVV� q
PHDQLQJ� VHJPHQWHG� FRQVXOWDWLRQV� DQG� GHFLVLRQ�PDNLQJ� ZLWK� WKH� Dï HFWHG� FRPPXQLW\ � �DQG� KRVW� FRPPXQLW\ �� WR
HQVXUH� WKH� PRYH� LV� YROXQWDU\ � DQG� LQIRUPHG� q� ZLWK� DSSURSULDWH� SURYLVLRQV� VXFK� DV� WUDQVODWLRQ� RU� LQWHUSUHWDWLRQ
VHUYLFHV�DV�QHHGHG� �%RZHU�HW�DO��� � � � � �� + XPDQ�5LJKWV� : DWFK�� � � � � ��� ,W�DOVR�HQFRPSDVVHV�OHJDO�GXH�GLOLJHQFH�DQG
QHJRWLDWLRQV� VXUURXQGLQJ� ODQG� WHQXUH� �HVSHFLDOO\ � FXVWRPDU\ � ODQG� ULJKWV� LQ� PDQ\ � 3DFLILF� FRQWH[ WV�� WR� VHFXUH� ORQJ�
WHUP� ODQG� ULJKWV� DQG� DGGUHVV� SRWHQWLDO� GLVSXWHV� RU� FODLPV� EHIRUH� WKH\ � DULVH� �&DPSEHOO�� � � � � �� 0 F$GDP� 	 � )HUULV�
� � � � ��� $GGLWLRQDOO\ �� WUDQVDFWLRQDO� FRVWV� LQFOXGH� FRQGXFWLQJ� FDGDVWUDO� VXUYH\ LQJ� DQG� PDSSLQJ� DQG� REWDLQLQJ� DQ\
QHFHVVDU\ � SHUPLWV� RU� UHJXODWRU\ � DSSURYDOV� WR� IRUPDOLVH� ODQG� WUDQVDFWLRQV� DQG� DXWKRULVH� SODQQHG� GHYHORSPHQW
DFWLYLWLHV�DW�WKH�QHZ�VLWH��* RYHUQPHQW�RI�6RORPRQ�,VODQGV�� � � � � �� * DYLULD�%HWDQFXU�� � � � � ���7KHVH�SURFHGXUDO�VWHSV
HQVXUH� WKDW� WKH� UHORFDWLRQ� LV� JURXQGHG� LQ� OHJDO� OHJLWLPDF\ � DQG� FRPPXQLW\ � EX\ �LQ�� OD\ LQJ� WKH� JURXQGZRUN� IRU� D
VPRRWK�LPSOHPHQWDWLRQ�SKDVH��

� �



/ LIH�F\ FOH�FRVWV�DUH�WKRVH�WKDW�H[ WHQG�EH\ RQG�WKH�LPPHGLDWH�LPSOHPHQWDWLRQ�SKDVH��DLPHG�DW�HQVXULQJ�WKH�RQJRLQJ
YLDELOLW\ �DQG�UHVLOLHQFH�RI�UHORFDWHG�DVVHWV�DQG�FRPPXQLWLHV�RYHU�WLPH��%HVW�SUDFWLFHV�FDOO� IRU�LQWHJUDWLQJ�OLIH�F\ FOH
FRVWLQJ� FRQVLGHUDWLRQV� LQWR� WKH� GHVLJQ� DQG� SODQQLQJ� SKDVH� q� IRU� H[ DPSOH�� E\ � HVWDEOLVKLQJ� DQ� RSHUDWLRQV� DQG
PDLQWHQDQFH��2 	 0 ��UHVHUYH�RU�VLQNLQJ�IXQG�XSIURQW�WR�ILQDQFH�WKH�XSNHHS�RI�QHZ�LQIUDVWUXFWXUH��XQGHUSLQQHG�E\ �DQ
DQDO\ VLV�RI�H[ SHFWHG�DQQXDO�GDPDJH�DQG�DYRLGHG�ORVV�EHQHILWV�IURP�WKH�UHORFDWLRQ��1 LFKROOV�HW�DO���� � � � ��6KD\ HJK�HW
DO���� � � � ���&OHDUO\ �GHILQLQJ�SRVW�UHORFDWLRQ�DVVHW�RZQHUVKLS�UHVSRQVLELOLWLHV��H�J��ZKLFK�DJHQF\ �RU�FRPPXQLW\ �JURXS�LV
UHVSRQVLEOH� IRU� PDLQWDLQLQJ� ZDWHU� V\ VWHPV�� URDGV�� HWF��� DQG� GUDIWLQJ� FRPPXQLW\ �� IULHQGO\ � 2 	 0 � SODQV� DUH� HVVHQWLDO
VWHSV�DW�WKLV�VWDJH� �: RUOG�%DQN�� � � � � �� : LOPVHQ�	 � : HEEHU�� � � � � ��� / LIH�F\ FOH�FRVW�SODQQLQJ�DOVR�LQYROYHV�DOORFDWLQJ
WUDLQLQJ�EXGJHWV�WR�EXLOG�ORFDO�FDSDFLW\ � IRU�LQIUDVWUXFWXUH�PDLQWHQDQFH� �VXFK�DV�WUDLQLQJ�ZDWHU�FRPPLWWHHV�RU�ORFDO
URDG� PDLQWHQDQFH� WHDPV��� WKHUHE\ � HQVXULQJ� WKDW� UHORFDWHG� FRPPXQLWLHV� FDQ� PDQDJH� DQG� VXVWDLQ� WKHLU� QHZ
LQIUDVWUXFWXUH� DQG� VHUYLFHV� LQ� WKH� ORQJ� UXQ� �. XUD� HW� DO��� � � � � �� : RUOG� %DQN�� � � � � ��� )XUWKHUPRUH�� SODQQHUV� VKRXOG
LQFOXGH� FRQWLQJHQFLHV� IRU� UHVLGXDO� ULVN� q� IRU� LQVWDQFH�� FUHDWLQJ� EXï HUV� RU� OLQNLQJ� WKH� FRPPXQLW\ � ZLWK� GLVDVWHU� ULVN
ILQDQFLQJ�PHFKDQLVPV� �OLNH�LQVXUDQFH�RU�ULVN�SRROV��VR�WKDW�XQH[ SHFWHG�HYHQWV��H�J��H[ WUHPH�VWRUPV�RU�IORRGLQJ�LQ
WKH�QHZ�ORFDWLRQ��GR�QRW�XQGHUPLQH�WKH�FRPPXQLW\ 
V�UHVLOLHQFH� �3DFLILF� ,VODQGV�)RUXP�6HFUHWDULDW�� � � � � �� 3&5$) ,�
� � � � ��� %\ � SODQQLQJ� IRU� OLIH�F\ FOH� FRVWV� IURP� WKH� RXWVHW�� WKH� UHORFDWLRQ� SURFHVV� EXLOGV� D� VWURQJHU� IRXQGDWLRQ� IRU
GXUDEOH�DQG�FOLPDWH�UHVLOLHQW�RXWFRPHV�UDWKHU�WKDQ�RQO\ �IRFXVLQJ�RQ�RQH�Rï �H[ SHQGLWXUHV��

,QWDQJLEOH�FRVW�FRQVLGHUDWLRQV�DGGUHVV�ORVVHV�DQG�LPSDFWV�WKDW�DUH�QRW�HDVLO\ �TXDQWLILHG�LQ�PRQHWDU\ �WHUPV�EXW�DUH
QRQHWKHOHVV� FULWLFDO� WR� FRPPXQLW\ � ZHOO�EHLQJ� DQG� FXOWXUDO� FRQWLQXLW\ �� 7KLV� LQYROYHV� FRQGXFWLQJ� DQ� LQYHQWRU\ � RI
SRWHQWLDO� QRQ�HFRQRPLF� ORVVHV� DQG� GDPDJHV� WKDW� WKH� UHORFDWLRQ� PLJKW� HQWDLO� q� IRU� H[ DPSOH�� ORVV� RI� SODFH�EDVHG
LGHQWLW\ �DQG�VHQVH�RI�EHORQJLQJ��WKUHDWV�WR�VDFUHG�VLWHV�RU�DQFHVWUDO�JUDYHV��GLVUXSWLRQV�WR�ODQJXDJH�XVH��WUDGLWLRQDO
NQRZOHGJH��RU�RWKHU�HOHPHQWV�RI�FXOWXUDO�KHULWDJH�WLHG�WR�WKH�RULJLQDO�SODFH��7VFKDNHUW�HW�DO��� � � � � ��&KDQGUD�HW�DO��
� � � � ���0 DSSLQJ�FXOWXUDO�KHULWDJH�DVVHWV�DW�ULVN�DQG�HQJDJLQJ�HOGHUV�RU�FXOWXUDO�OHDGHUV�FDQ�KHOS�LGHQWLI\ �ZKDW�FXOWXUDO
SURSHUWLHV�RU�SUDFWLFHV�QHHG�VDIHJXDUGLQJ�GXULQJ�WKH�PRYH��-DQLI�HW�DO���� � � � ��$GDPV��� � � � ���' HFLGLQJ�RQ�DSSURSULDWH
YDOXDWLRQ� RU� FRPSHQVDWLRQ� PHWKRGV� IRU� WKHVH� QRQ�HFRQRPLF� ORVVHV� �ZKHUH� SRVVLEOH�� DQG� HQJDJLQJ� ZLWK� UHOHYDQW
1 RQ�( FRQRPLF� / RVV� DQG� ' DPDJH� �1 ( / ' �� LQLWLDWLYHV� RU� H[ SHUW� RUJDQLVDWLRQV� LV� D� UHFRPPHQGHG� VWHS� WR� HQVXUH
LQWDQJLEOH�GLPHQVLRQV�DUH�QRW�RYHUORRNHG��%R\ G�HW�DO���� � � � ��* DWLVR�HW�DO���� � � � D���,Q�SUHSDUDWLRQ�IRU�UHORFDWLRQ��LW�LV
DOVR� ZLVH� WR� HVWDEOLVK� PHQWDO� KHDOWK� EDVHOLQHV� LQ� WKH� FRPPXQLW\ � �WR� PRQLWRU� SV\ FKRVRFLDO� ZHOOEHLQJ� RYHU� WKH
UHORFDWLRQ� SURFHVV�� DQG� WR� GHVLJQ� FXOWXUDO� SURWRFROV� WR� EH� REVHUYHG� GXULQJ� WKH� PRYH� q� IRU� LQVWDQFH�� ULWXDOV� IRU
OHDYLQJ� WKH� ROG� VLWH� DQG� HQWHULQJ� WKH� QHZ�� KDQGOLQJ� RI� DQFHVWUDO� UHPDLQV� RU� VDFUHG� REMHFWV�� HWF�� q� ZKLFK� FDQ� KHOS
PLWLJDWH� SV\ FKRVRFLDO� LPSDFWV� DQG� KRQRXU� FRPPXQLW\ � YDOXHV� �+ RUL� 	 � 6FKDIHU�� � � � � �� &KDUDQ� HW� DO��� � � � � ��
$GGLWLRQDOO\ ��SODQQHUV�VKRXOG�FRQVLGHU�WKH�RSSRUWXQLW\ �FRVWV�DVVRFLDWHG�ZLWK�UHORFDWLRQ��VXFK�DV�SRWHQWLDO�ORVVHV�RI
DFFHVV� WR� OLYHOLKRRGV� OLNH� ILVKHULHV� RU� JDUGHQV� LI� WKH� QHZ� VLWH� LV� IDUWKHU� IURP� WKH� VHD� RU� KDV� OHVV� DUDEOH� ODQG�
9DOXDWLRQV� RU� DW� OHDVW� DFNQRZOHGJPHQW� RI� WKHVH� RSSRUWXQLW\ � FRVWV� �H�J�� GLPLQLVKHG� VXEVLVWHQFH� ILVKLQJ� DFFHVV� RU
DJULFXOWXUDO�RXWSXW��VKRXOG�EH�SDUW�RI�WKH�FRVW�HVWLPDWLRQ�WR�IXOO\ �FDSWXUH�WKH�EUHDGWK�RI�SRWHQWLDO�LPSDFWV�RQ�WKH
FRPPXQLW\ ��$OEHUW�HW�DO���� � � � ��0 F0 LFKDHO��. DWRQLYXDOLNX��	 �3RZHOO��� � � � ���

,Q� VXPPDU\ �� WKH� VFRSH� DQG� GLYHUVLW\ � RI� DFWLYLWLHV� UHTXLUHG� EHIRUH� LPSOHPHQWLQJ� D� SODQQHG� UHWUHDW� RU� FOLPDWH
UHORFDWLRQ�GHPDQG�D�WKRURXJK�DQG�QXDQFHG�DSSURDFK�WR�FRVWLQJ��( DFK�FRVW�FDWHJRU\ �q�GLUHFW��WUDQVDFWLRQDO��OLIH�F\ FOH�
DQG�LQWDQJLEOH�q�FDSWXUHV�GLVWLQFW�\ HW�LQWHUUHODWHG�DVSHFWV�RI�WKH�SURFHVV��$FFXUDWHO\ �FRVWLQJ�HDFK�DFWLYLW\ �LQ�OLQH�ZLWK
LWV� W\ SRORJ\ �� VSHFLILF� SDUDPHWHUV�� DQG� VFDOH� LV� FUXFLDO� IRU� Hï HFWLYH� EXGJHWLQJ�� ULVN� PDQDJHPHQW�� DQG� WKH� XOWLPDWH
VXFFHVV� RI� WKH� UHORFDWLRQ� �&RQQHOO�� � � � � �� 0 F1 DPDUD� 	 � ' HV� &RPEHV�� � � � � ��� 7KLV� FRPSUHKHQVLYH� XSIURQW� FRVWLQJ
KHOSV� HQVXUH� WKDW� FRPPXQLWLHV� DUH� QRW� RQO\ � SK\ VLFDOO\ � PRYHG� WR� VDIHW\ � EXW� DUH� DOVR� VXSSRUWHG� WR� VXVWDLQ� WKHLU
OLYHOLKRRGV�DQG�FXOWXUH�DQG�WR�WKULYH�LQ�WKHLU�QHZ�HQYLURQPHQW�RYHU�WKH�ORQJ�WHUP��%RZHU�HW�DO���� � � � ��0 RUWUHX[ �HW
DO���� � � � ���

� �



�' �X�U�L�Q�J���5�H�O�R�F�D�W�L�R�Q���&�R�V�W���(�V�W�L�P�D�W�L�R�Q��

' LUHFW�FRVWV�LQ�WKH�PRYHPHQW�SKDVH�DUH�WKRVH�LPPHGLDWHO\ �DVVRFLDWHG�ZLWK�WKH�SK\ VLFDO�H[ HFXWLRQ�RI�WKH�UHORFDWLRQ�
7KLV�LQFOXGHV�PDMRU�VLWH�GHYHORSPHQW�DQG�KHDY\ �FLYLO�ZRUNV�DW�WKH�QHZ�ORFDWLRQ��IRU�H[ DPSOH��SUHSDULQJ�WKH�VLWH�E\
ILOOLQJ�DQG�VWDELOLVLQJ�ODQG�RU�EXLOGLQJ�UDLVHG�SODWIRUPV�WR�HOHYDWH�WKH�YLOODJH�DERYH�IORRG�OHYHOV��FRQVWUXFWLQJ�VHDZDOOV
RU� RWKHU� FRDVWDO� SURWHFWLRQ� ZKHUH� QHFHVVDU\ �� DQG� HOHYDWLQJ� RU� UHLQIRUFLQJ� URDGV� DQG� EULGJHV� WR� HQVXUH� FOLPDWH�
UHVLOLHQW� FRQQHFWLYLW\ � �$OEHUW� HW� DO��� � � � � �� + LQR� HW� DO��� � � � � ��� ' LUHFW� FRVWV� DOVR� FRYHU� WKH� FRQVWUXFWLRQ� RI� QHZ
KRXVLQJ�IRU�DOO�UHORFDWHG�IDPLOLHV��DV�ZHOO�DV�SXEOLF�IDFLOLWLHV��VXFK�DV�VFKRROV��FOLQLFV��RU�FRPPXQLW\ �KDOOV��UHTXLUHG�IRU
D�IXQFWLRQLQJ�FRPPXQLW\ ��DQG�WKH�LQVWDOODWLRQ�RI�HVVHQWLDO�VHUYLFHV�DQG�LQIUDVWUXFWXUH�q�SRWDEOH�ZDWHU�VXSSO\ �V\ VWHPV�
ZDVWHZDWHU� DQG� VDQLWDWLRQ� IDFLOLWLHV�� SRZHU� DQG� ,&7� �FRPPXQLFDWLRQ�� QHWZRUNV�� DQG� RWKHU� FRPPXQLW\ � DPHQLWLHV
�' DQQHQEHUJ�HW�DO��� � � � � ��7URQTXHW�� � � � � ���$ �EHVW�SUDFWLFH�LQ�WKLV�SKDVH�LV�WR�LQWHJUDWH�QDWXUH�EDVHG�VROXWLRQV�RU
HFRV\ VWHP�EDVHG� DSSURDFKHV� DORQJVLGH� JUH\ � LQIUDVWUXFWXUH� ZKHUHYHU� SRVVLEOH�� DV� WKHVH� FDQ� HQKDQFH� ORQJ�WHUP
VXVWDLQDELOLW\ � DQG� SURYLGH� FR�EHQHILWV� IRU� DGDSWDWLRQ� q� IRU� LQVWDQFH�� SODQWLQJ� PDQJURYHV� RU� UHVWRULQJ� ZHWODQGV� WR
EXï HU�FRDVWDO�IORRGLQJ��RU�GHVLJQLQJ�GUDLQDJH�WKDW�ZRUNV�ZLWK�QDWXUDO�ZDWHU�IORZV� �%ULGJHV�HW�DO��� � � � � ��&KHRQJ�HW
DO��� � � � � ��� )XUWKHUPRUH��GLUHFW�FRVWV�HQFRPSDVV�WKH�ORJLVWLFV�RI�WKH�PRYH�LWVHOI��WKH�WUDQVSRUWDWLRQ�RI�KRXVHKROGV�
EHORQJLQJV��DQG�DVVHWV��LQFOXGLQJ�DQ\ �OLYHVWRFN�RU�LPSRUWDQW�HTXLSPHQW��WR�WKH�QHZ�VLWH��ZKLFK�PD\ �UHTXLUH�YHKLFOHV�
IXHO�� DQG� FRRUGLQDWLRQ� FRVWV� �%RZHU� 	 � : HHUDVLQJKH�� � � � � �� &KDUDQ� HW� DO��� � � � � ��� 3URYLGLQJ� OLYHOLKRRG� VWDUW�XS
SDFNDJHV�WR�WKH�UHORFDWHG�KRXVHKROGV�LV�DQRWKHU�GLUHFW�FRVW�FRQVLGHUDWLRQ�q�WKLV�FDQ�LQFOXGH�WRROV��DJULFXOWXUDO�RU
ILVKLQJ� LQSXWV�� VHHGV� RU� OLYHVWRFN�� DQG� MRE� WUDLQLQJ� RU� PLFURILQDQFH� VXSSRUW� WR� KHOS� SHRSOH� UH�HVWDEOLVK� WKHLU
OLYHOLKRRGV�LQ�WKH�QHZ�ORFDWLRQ��&KDUDQ�HW�DO���� � � � ��. XUD�HW�DO���� � � � ���,W�LV�DOVR�LPSRUWDQW�WR�H[ WHQG�VXSSRUW�JUDQWV
RU�DVVLVWDQFH�WR�WKH�UHFHLYLQJ�KRVW�FRPPXQLW\ � �LI�WKH�QHZ�VLWH�LV�ZLWKLQ�RU�DGMDFHQW�WR�DQ�H[ LVWLQJ�FRPPXQLW\ ��WR
LPSURYH� RU� H[ SDQG� ORFDO� LQIUDVWUXFWXUH� DQG� VHUYLFHV� DQG� SURPRWH� JRRGZLOO� q� IRU� H[ DPSOH�� XSJUDGLQJ� WKH� KRVW
FRPPXQLW\ 
V� ZDWHU� VXSSO\ � RU� SURYLGLQJ� FRPPXQLW\ � GHYHORSPHQW� JUDQWV� q� VR� WKDW� ERWK� UHORFDWLQJ� DQG� KRVW
SRSXODWLRQV� EHQHILW� �3ODWIRUP� RQ� ' LVDVWHU� ' LVSODFHPHQW�� � � � � �� 0 RRUH�� � � � � ��� ) LQDOO\ �� GLUHFW� FRVWV� GXULQJ
LPSOHPHQWDWLRQ� LQFOXGH� FRQWUDFWRUV
� PRELOLVDWLRQ� H[ SHQVHV�� HTXLSPHQW� DQG� PDFKLQHU\ � KLUH�� IXHO� DQG� PDWHULDOV
SURFXUHPHQW�� DQG� RWKHU� FRQVWUXFWLRQ� RYHUKHDGV� WKDW� DUH� QHFHVVDU\ � WR� FDUU\ � RXW� WKH� UHORFDWLRQ� ZRUNV� RQ� WKH
JURXQG��* $2 ��� � � � ��6WDWH�RI�/ RXLVLDQD��� � � � ���

2 QFH� D� SODQQHG� UHWUHDW� RU� FOLPDWH� UHORFDWLRQ� KDV� EHHQ� FRQVHQVXDOO\ � DJUHHG� XSRQ� DQG� DGHTXDWHO\ � SUHSDUHG�� WKH
DFWXDO�PRYHPHQW�SKDVH�LQYROYHV�D�FRPSOH[ �VXLWH�RI�DFWLYLWLHV�WKDW�PXVW�EH�V\ VWHPDWLFDOO\ �SODQQHG�DQG�FRVWHG��+ LQR
HW� DO��� � � � � �� ' DQQHQEHUJ� HW� DO��� � � � � ��� 7KLV� SKDVH� LV� FULWLFDO�� DV� LW� HQFRPSDVVHV� WKH� SK\ VLFDO� H[ HFXWLRQ� RI� WKH
UHORFDWLRQ� LWVHOI�� UHTXLULQJ� FDUHIXO� FRQVLGHUDWLRQ� RI� D� ZLGH� DUUD\ � RI� FRVW� W\ SHV� WR� HQVXUH� WKH� SURFHVV� LV� Hï HFWLYH�
HTXLWDEOH�� DQG� PLQLPLVHV� GLVUXSWLRQ�� 7KH� IROORZLQJ� RXWOLQHV� WKH� SULQFLSDO� FDWHJRULHV� RI� FRVWV� GXULQJ� WKH� PRYH� q
GLUHFW�� WUDQVDFWLRQDO�� OLIH� F\ FOH�� DQG� LQWDQJLEOH� q� HDFK� RI� ZKLFK� FRYHUV� GLVWLQFW� EXW� LQWHUUHODWHG� DFWLYLWLHV� WKDW� DUH
IXQGDPHQWDO� WR� WKH� VXFFHVV� RI� WKH� UHORFDWLRQ� SURFHVV� �8 1 + &5� HW� DO��� � � � � �� 3ODWIRUP� RQ� ' LVDVWHU� ' LVSODFHPHQW�
� � � � ���

� �



/ LIH�F\ FOH�FRVWV�GXULQJ�WKH�PRYH�SKDVH�IRFXV�RQ�VHWWLQJ�XS�WKH�UHORFDWHG�FRPPXQLW\ �IRU�ORQJ�WHUP�VXVWDLQDELOLW\ �DQG
HQVXULQJ�WKDW�DOO�QHZ�DVVHWV�DQG�VHUYLFHV�DUH�RSHUDWLRQDOO\ �UHDG\ �� . H\ �DFWLYLWLHV�LQFOXGH�GHYHORSLQJ�DQ�DV�EXLOW�DVVHW
UHJLVWHU��DQ�LQYHQWRU\ �RI�DOO�LQIUDVWUXFWXUH�DQG�DVVHWV�FUHDWHG��ZLWK�WKHLU�VSHFLILFDWLRQV�DQG�ORFDWLRQV��WR�VHUYH�DV�D
UHIHUHQFH�IRU� IXWXUH�PDLQWHQDQFH�DQG�LQVXUDQFH�SXUSRVHV� �: RUOG�%DQN�� � � � � �� * $2 �� � � � � ���3URFXUHPHQW�RI�VSDUH
SDUWV�DQG�PDLQWHQDQFH�WRROV�LV�DQRWKHU�LPSRUWDQW�FRVW�q�IRU�H[ DPSOH��KDYLQJ�VSDUH�ZDWHU�SXPSV�RU�JHQHUDWRU�SDUWV�
DQG� WRROV� IRU� XSNHHS�� DYDLODEOH� DW� WKH� QHZ� VLWH� IURP� GD\ � RQH� FDQ� UHGXFH� GRZQWLPH� ZKHQ� V\ VWHPV� UHTXLUH
PDLQWHQDQFH��: RUOG�%DQN��� � � � ���3UHSDULQJ�HDV\ �WR�XQGHUVWDQG�RSHUDWLRQ�DQG�PDLQWHQDQFH��2 	 0 ��PDQXDOV�WDLORUHG
WR�WKH�ORFDO�FRQWH[ W��DQG�LQ�ORFDO�ODQJXDJH��LI�QHFHVVDU\ ��LV�DOVR�D�OLIH�F\ FOH�FRVW�HOHPHQW��VR�WKDW�FRPPXQLW\ �PHPEHUV
RU�ORFDO�Rð FLDOV�WDVNHG�ZLWK�PDLQWHQDQFH�KDYH�FOHDU�JXLGDQFH�RQ�KRZ�WR�FDUH�IRU�WKH�QHZ�IDFLOLWLHV��6XSSDVUL�HW�DO��
� � � � �� * RYHUQPHQW� RI� ) LML�� � � � � ��� $ � FULWLFDO� FRPSRQHQW� LV� WUDLQLQJ� ORFDO� RSHUDWRUV� RU� FRPPLWWHHV� q� IRU� LQVWDQFH�
HVWDEOLVKLQJ�DQG�WUDLQLQJ�D�ZDWHU�PDQDJHPHQW�FRPPLWWHH�WR�RSHUDWH�WKH�QHZ�ZDWHU�VXSSO\ �V\ VWHP��RU�WUDLQLQJ�D�ORFDO
URDG� PDLQWHQDQFH� FUHZ� q� VR� WKDW� WKH� FRPPXQLW\ � KDV� WKH� FDSDFLW\ � WR� PDQDJH� DQG� PDLQWDLQ� LQIUDVWUXFWXUH� DQG
VHUYLFHV�LPPHGLDWHO\ �DIWHU�KDQGRYHU� �. XUD�HW�DO��� � � � � ��&KDUDQ�HW�DO��� � � � � ��� 7KH�KDQGRYHU�SURFHVV�LWVHOI�PXVW�EH
FOHDUO\ � GRFXPHQWHG� DQG� H[ HFXWHG�� WKLV� LQFOXGHV� IRUPDOO\ � WUDQVIHUULQJ� DVVHW� RZQHUVKLS� RU� UHVSRQVLELOLW\ � WR� WKH
UHOHYDQW� FRPPXQLW\ � DXWKRULW\ � RU� JRYHUQPHQW� DJHQF\ �� HQVXULQJ� WKDW� DQ\ � FRQVWUXFWLRQ� ZDUUDQWLHV� DUH� HQIRUFHG� RU
SDVVHG� RQ� �VR� GHIHFWV� FDQ� EH� IL[ HG� E\ � FRQWUDFWRUV� ZLWKLQ� WKH� ZDUUDQW\ � SHULRG��� DQG� LQ� VRPH� FDVHV� SD\ LQJ� LQLWLDO
LQVXUDQFH�SUHPLXPV�WR�LQVXUH�WKH�QHZ�LQIUDVWUXFWXUH�DJDLQVW�ULVNV��3&5$) ,��� � � � ��: RUOG�%DQN��� � � � ���)RU�H[ DPSOH�
LI�WKH�QHZ�VHWWOHPHQW�LV�HQUROOHG�LQ�D�QDWLRQDO�GLVDVWHU�ULVN�LQVXUDQFH�SURJUDP�RU�D�ULVN�SRRO��WKH�ILUVW�\ HDU
V�SUHPLXP
PLJKW�EH�SDLG�DV�SDUW�RI�WKH�SURMHFW�WR�JXDUDQWHH�FRYHUDJH� �3DFLILF� ,VODQGV� )RUXP�6HFUHWDULDW�� � � � � ���%\ � LQFXUULQJ
WKHVH�OLIH�F\ FOH�FRVWV�GXULQJ�WKH�UHORFDWLRQ�LPSOHPHQWDWLRQ��SODQQHUV�KHOS�WR�VHFXUH�WKH�ORQJHYLW\ �DQG�UHVLOLHQFH�RI
WKH�LQYHVWPHQW�PDGH�LQ�WKH�QHZ�FRPPXQLW\ ��

7UDQVDFWLRQDO�FRVWV�LQ�WKH�PRYHPHQW�SKDVH�UHODWH�WR�WKH�SURIHVVLRQDO��DGPLQLVWUDWLYH��DQG�SDUWLFLSDWRU\ �SURFHVVHV
UHTXLUHG�WR�Hï HFWLYHO\ �PDQDJH�WKH�UHORFDWLRQ�SURMHFW��7KHVH�LQFOXGH�HQJDJLQJ�UHVLGHQW�HQJLQHHUV�DQG�VLWH�VXSHUYLVRUV
WR�RYHUVHH�GDLO\ �ZRUNV�DQG�HQVXUH�FRQVWUXFWLRQ�TXDOLW\ ��DV�ZHOO�DV�LPSOHPHQWLQJ�UREXVW�TXDOLW\ �DVVXUDQFH�SURWRFROV
DQG� FRQWUDFW� PDQDJHPHQW� V\ VWHPV� WR� NHHS� WKH� SURMHFW� RQ� VFKHGXOH� DQG� ZLWKLQ� EXGJHW� �30 ,�� � � � � �� * $2 �� � � � � ��
6WURQJ�ILQDQFLDO�PDQDJHPHQW�DQG�WUDQVSDUHQW�UHSRUWLQJ�PHFKDQLVPV�DUH�QHHGHG�DW�WKLV�VWDJH�WR�WUDFN�H[ SHQGLWXUHV
DQG�EXLOG�DFFRXQWDELOLW\ ��HVSHFLDOO\ �LI�PXOWLSOH�IXQGLQJ�VRXUFHV��JRYHUQPHQW��GRQRUV��HWF���DUH�LQYROYHG��* ROGILQFK�	
+ XFNVWHS��� � � � ��0 RVHU�HW�DO���� � � � ���6RFLDO�DQG�HQYLURQPHQWDO�VDIHJXDUGV�PRQLWRULQJ�LV�DQRWKHU�FUXFLDO�WUDQVDFWLRQDO
DFWLYLW\ � q� GHGLFDWHG� VWDï � RU� FRPPLWWHHV� VKRXOG� PRQLWRU� FRPSOLDQFH� ZLWK� VDIHJXDUGV� �H�J�� HQYLURQPHQWDO
PDQDJHPHQW� SODQV�� VRFLDO� SURWHFWLRQ� SROLFLHV�� DQG� KDQGOH� DQ\ � JULHYDQFHV� RU� FRPSODLQWV� WKDW� DULVH� IURP� HLWKHU� WKH
UHORFDWLQJ�RU�KRVW�FRPPXQLWLHV��3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW�	 �8 1 ' 55��� � � � ��%RZHU�HW�DO���� � � � ���+ DYLQJ�D
JULHYDQFH�UHGUHVV�PHFKDQLVP��VXFK�DV�D�FRPPXQLW\ �OLDLVRQ�Rð FHU�RU�FRPPLWWHH��ZLWK�FOHDU�SURFHGXUHV�WR�UDLVH�DQG
UHVROYH�LVVXHV��GXULQJ�WKH�PRYH�KHOSV�WR�PDLQWDLQ�WUXVW�DQG�DGGUHVV�SUREOHPV��H�J��GLVSXWHV�RYHU�UHVRXUFH�XVH��RU
FRPSHQVDWLRQ� LVVXHV�� EHIRUH� WKH\ � HVFDODWH� �-RKQVRQ� HW� DO��� � � � � �� %RZHU� HW� DO��� � � � � ��� 7UDQVSDUHQF\ � DQG� RXWUHDFK
DFWLYLWLHV� DUH� DOVR� LPSRUWDQW� WUDQVDFWLRQDO� FRVWV� q� IRU� H[ DPSOH�� UHJXODU� FRPPXQLW\ � PHHWLQJV�� SXEOLF� LQIRUPDWLRQ
GLVVHPLQDWLRQ�� DQG� SRVVLEO\ � PHGLD� FRYHUDJH� q� WR� NHHS� DOO� VWDNHKROGHUV� LQIRUPHG� RI� SURJUHVV� DQG� WR� PDQDJH
H[ SHFWDWLRQV��3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW�	 �8 1 ' 55��� � � � ���$GGLWLRQDOO\ ��DFFRXQWLQJ�IRU�LQ�NLQG�ODERXU�DQG
GRQDWHG�PDWHULDOV�DV�FRXQWHUSDUW�FRQWULEXWLRQV�LV�UHOHYDQW��RIWHQ��FRPPXQLW\ �PHPEHUV�PD\ �FRQWULEXWH�ODERXU��VXFK
DV�KHOSLQJ�EXLOG�WKHLU�RZQ�KRXVHV�RU�FRPPXQLW\ �IDFLOLWLHV��RU�ORFDO�JURXSV�PLJKW�GRQDWH�PDWHULDOV��OLNH�VDQG��JUDYHO�
RU�WLPEHU��q�GRFXPHQWLQJ�WKHVH�LQSXWV�FDQ�GHPRQVWUDWH�FRPPXQLW\ �RZQHUVKLS�DQG�VHUYH�DV�FR�ILQDQFLQJ�LQ�SURMHFW
DFFRXQWV� �7URQTXHW�� � � � � �� : LOPVHQ� 	 � : HEEHU�� � � � � ��� ) LQDOO\ �� HVWDEOLVKLQJ� D� SDUWLFLSDWRU\ � UHYLHZ� SURFHVV� GXULQJ
LPSOHPHQWDWLRQ�q� IRU�LQVWDQFH��LQYROYLQJ�FRPPXQLW\ �UHSUHVHQWDWLYHV�LQ�PRQLWRULQJ�FRPPLWWHHV�RU�LQ�NH\ �GHFLVLRQ�
PDNLQJ�PHHWLQJV�q�KHOSV�WR�LQFRUSRUDWH�ORFDO�NQRZOHGJH��HQKDQFH�FRPPXQLW\ �EX\ �LQ��DQG�SURYLGH�RYHUVLJKW��WKHUHE\
VWUHQJWKHQLQJ�WKH�UHORFDWLRQ
V�OHJLWLPDF\ �DQG�Hï HFWLYHQHVV��-RQHV�	 �&ODUN��� � � � ��* DYLULD�%HWDQFXU��� � � � ���

,QWDQJLEOH�FRVW�FRQVLGHUDWLRQV�LQ�WKH�PRYHPHQW�SKDVH�DGGUHVV�WKH�FXOWXUDO��VRFLDO��DQG�SV\ FKRORJLFDO�GLPHQVLRQV�RI
WKH�UHORFDWLRQ��ZKLFK�DUH�RIWHQ�OHVV�YLVLEOH�EXW�QR�OHVV�VLJQLILFDQW�WKDQ�WKH�SK\ VLFDO�DVSHFWV��$FWLYLWLHV�LQ�WKLV�FDWHJRU\
LQFOXGH�RUJDQLVLQJ�FHUHPRQLHV�DQG�ULWXDOV�ERWK�WR�ELG� IDUHZHOO�WR�WKH�ROG�VLWH�DQG�WR�FRQVHFUDWH�RU�EOHVV�WKH�QHZ
VLWH
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VLWH��DV�ZHOO�DV�FRQGXFWLQJ�DQ\ �QHFHVVDU\ �UHEXULDOV�RI�DQFHVWRUV�RU�VDFUHG�REMHFWV�WR�KRQRXU�WUDGLWLRQV�DQG�PDLQWDLQ
FRQWLQXLW\ �ZLWK�WKH�FRPPXQLW\ 
V�KHULWDJH��&KDUDQ�HW�DO��� � � � � ��7URQTXHW�� � � � � ��� ,Q�PDQ\ �3DFLILF� ,VODQG�UHORFDWLRQV�
IRU�H[ DPSOH��FRPPXQLWLHV�KDYH�FHUHPRQLDOO\ �PRYHG�VRLO�IURP�WKHLU�ROG�YLOODJH�WR�VSUHDG�DW�WKH�QHZ�VLWH�RU�UHORFDWHG
LPSRUWDQW� FXOWXUDO� DUWHIDFWV� DQG� UH�LQWHUUHG� DQFHVWUDO� UHPDLQV�� WR� V\ PEROLFDOO\ � DQG� VSLULWXDOO\ � FRQQHFW� WKH� QHZ
VHWWOHPHQW�WR�WKHLU�OLQHDJH�DQG�KLVWRU\ ��&KDUDQ�HW�DO���� � � � ���$QRWKHU�LQWDQJLEOH��UHODWHG�DFWLYLW\ �LV�GLJLWLVLQJ�FXOWXUDO
KHULWDJH�DQG�HVWDEOLVKLQJ�DUFKLYHV�q�IRU�LQVWDQFH��FUHDWLQJ�GLJLWDO�UHFRUGV��SKRWRV��YLGHRV��PDSV��RUDO�KLVWRULHV��RI�WKH
RULJLQDO�KRPHODQG��RU�RI�FRPPXQLW\ �VWRULHV�DQG�WUDGLWLRQV�q�WR�SUHVHUYH�FROOHFWLYH�PHPRU\ �DQG�LGHQWLW\ �HYHQ�DIWHU
OHDYLQJ�D�SODFH��%UDWUXG��� � � � ��* LQL�HW�DO��� � � � � ���3URYLGLQJ�SV\ FKRVRFLDO�VXSSRUW�LV�DOVR�FUXFLDO�GXULQJ�WKH�PRYH��DV
UHORFDWLRQ� FDQ� EH� D� KLJKO\ � VWUHVVIXO� DQG� HPRWLRQDO� SURFHVV�� FRVWV� KHUH� PLJKW� LQFOXGH� FRXQVHOOLQJ� VHUYLFHV�� WKH
SUHVHQFH�RI�VRFLDO�ZRUNHUV�RU�SV\ FKRORJLVWV��RU�FRPPXQLW\ �OHG�VXSSRUW�JURXSV�WR�KHOS�SHRSOH��HVSHFLDOO\ �YXOQHUDEOH
JURXSV�OLNH�HOGHUV�RU�FKLOGUHQ��FRSH�ZLWK�WKH�XSKHDYDO��' DQQHQEHUJ�HW�DO���� � � � ��-RKQVRQ�HW�DO���� � � � ���0 HGLDWLRQ�DQG
KRVWLQJ� DUUDQJHPHQWV� DUH� DQRWKHU� VHW� RI� DFWLYLWLHV� XQGHU� LQWDQJLEOH� FRVWV�� WKLV� LQYROYHV� IDFLOLWDWLQJ� GLDORJXH� DQG
XQGHUVWDQGLQJ� EHWZHHQ� WKH� UHORFDWLQJ� FRPPXQLW\ � DQG� WKH� KRVW� FRPPXQLW\ � �LI� DSSOLFDEOH��� SHUKDSV� WKURXJK� MRLQW
FXOWXUDO�HYHQWV��H[ FKDQJH�YLVLWV��RU�PHGLDWHG�GLVFXVVLRQV�WR�SUH�HPSW�DQG�UHVROYH�DQ\ �WHQVLRQV�RU�FRQIOLFWV��%RZHU�	
: HHUDVLQJKH��� � � � ��0 F0 LFKDHO��. DWRQLYXDOLNX��	 �3RZHOO��� � � � ���( QVXULQJ�VRFLDO�FRKHVLRQ�q�ERWK�ZLWKLQ�WKH�UHORFDWHG
JURXS�DQG�EHWZHHQ�WKHP�DQG�DQ\ �KRVW�QHLJKERXUV�q�LV�HVVHQWLDO�IRU�KDUPRQLRXV�LQWHJUDWLRQ�DQG�PXWXDO�UHVSHFW�DQG
PD\ � UHTXLUH� RQJRLQJ� PHGLDWLRQ� RU� FRPPXQLW\ �EXLOGLQJ� LQLWLDWLYHV� DV� SDUW� RI� WKH� UHORFDWLRQ� SURMHFW� �+ XPDQ� 5LJKWV
: DWFK��� � � � ��-RKQVRQ�HW�DO���� � � � ���

,Q� VXPPDU\ �� WKH� PRYHPHQW� SKDVH� RI� D� SODQQHG� UHWUHDW� RU� FOLPDWH� UHORFDWLRQ� LV� PXOWLIDFHWHG� DQG� GHPDQGV� D
WKRURXJK�� QXDQFHG� DSSURDFK� WR� FRVWLQJ�� ( DFK� FRVW� FDWHJRU\ � q� GLUHFW�� WUDQVDFWLRQDO�� OLIH� F\ FOH�� DQG� LQWDQJLEOH� q
HQFRPSDVVHV� DFWLYLWLHV� WKDW� DUH� HVVHQWLDO� IRU�� UHVSHFWLYHO\ �� WKH� SK\ VLFDO� UHORFDWLRQ� RI� WKH� FRPPXQLW\ �� WKH
DGPLQLVWUDWLYH�LQWHJULW\ �DQG�JRYHUQDQFH�RI�WKH�SURFHVV��WKH�VXVWDLQDEOH�PDQDJHPHQW�RI�DVVHWV�DQG�VHUYLFHV��DQG�WKH
SURWHFWLRQ� RI� FXOWXUDO� DQG� SV\ FKRVRFLDO� ZHOO�EHLQJ� �0 F0 LFKDHO� HW� DO��� � � � � �� * DYLULD� %HWDQFXU�� � � � � ��� $FFXUDWHO\
FRVWLQJ�HDFK�DFWLYLW\ �DFFRUGLQJ�WR�LWV�W\ SRORJ\ ��SDUDPHWHUV��DQG�VFDOH�LV�IXQGDPHQWDO�IRU�Hï HFWLYH�EXGJHWLQJ�DQG�ULVN
PDQDJHPHQW�GXULQJ�WKLV�SKDVH��HQVXULQJ�WKDW�FRPPXQLWLHV�DUH�QRW�RQO\ �SK\ VLFDOO\ �UHORFDWHG�EXW�DUH�DOVR�VXSSRUWHG
WR�DGDSW�DQG�WKULYH�LQ�WKHLU�QHZ�HQYLURQPHQW��6LGHUV�HW�DO���� � � � ��0 F1 DPDUD�HW�DO���� � � � ���

$ �FRPSUHKHQVLYH�UHORFDWLRQ�SODQ�PXVW�LQFRUSRUDWH�SRVW�UHORFDWLRQ�FRVWV�LQWR�LWV�RYHUDOO�FRVW�HVWLPDWLRQ��DV�WKHVH
H[ SHQGLWXUHV�DUH�GLUHFWO\ �OLQNHG�WR�WKH�ORQJ�WHUP�RXWFRPHV�DQG�VXVWDLQDELOLW\ �RI�UHVHWWOHG�FRPPXQLWLHV��: LOPVHQ�	
: HEEHU�� � � � � �� &RQQHOO�� � � � � ��� 3URSHUO\ � HYDOXDWLQJ� DQG� EXGJHWLQJ� IRU� SRVW�PRYH� QHHGV� DOORZV� SROLF\ PDNHUV� DQG
SODQQHUV� WR� FRPSDUH� SROLF\ � RSWLRQV� PRUH� Hï HFWLYHO\ � DQG� HQVXUHV� WKDW� UHORFDWHG� SRSXODWLRQV� UHFHLYH� WKH� RQJRLQJ
VXSSRUW�QHFHVVDU\ �IRU�VXFFHVVIXO�DGDSWDWLRQ�DQG�LQWHJUDWLRQ�LQ�WKHLU�QHZ�ORFDWLRQ��-RKQVRQ�HW�DO���� � � � ��5RELQVRQ�	
' RUQDQ�� � � � � ��� )HHGEDFN� IURP� QXPHURXV� FDVH� VWXGLHV� DQG� Dï HFWHG� FRPPXQLWLHV� UHSHDWHGO\ � VKRZV� WKDW� SRVW�
UHORFDWLRQ� FRVWV� DUH� RIWHQ� RYHUORRNHG� RU� XQGHUHVWLPDWHG�� D� PLVWDNH� WKDW� IUHTXHQWO\ � UHVXOWV� LQ� VLJQLILFDQW� FRVW
EXUGHQV� IDOOLQJ� RQ� WKH� YHU\ � FRPPXQLWLHV� DQG� ORFDO� DXWKRULWLHV� WKH� UHORFDWLRQ� ZDV� PHDQW� WR� VXSSRUW� �%URQHQ� 	
&KDSLQ��� � � � ��&RQQHOO��� � � � ��� : KHQ�VXSSRUW�IRU�WKH�SRVW�UHORFDWLRQ�SKDVH�LV�LQVXð FLHQW��PDQ\ �UHORFDWLRQV�HQG�XS
KDOI�ILQLVKHG�q�FRPPXQLWLHV�PD\ �EH�OHIW�VWUXJJOLQJ�WR�DFFHVV�HVVHQWLDO�VHUYLFHV��XQDEOH�WR�PDLQWDLQ�QHZ�LQIUDVWUXFWXUH�
RU� IDFLQJ� D� GHWHULRUDWLRQ� LQ� OLYHOLKRRGV� DQG� FXOWXUDO� ZHOO�EHLQJ� q� ZKLFK� XOWLPDWHO\ � XQGHUPLQHV� WKH� UHVLOLHQFH� DQG
Hï HFWLYHQHVV� RI� WKH� HQWLUH� DGDSWDWLRQ� SURFHVV� �&DPSEHOO� HW� DO��� � � � � �� + XPDQ� 5LJKWV� : DWFK�� � � � � ��� / RFDO
JRYHUQPHQWV�LQ�VPDOO�FRPPXQLWLHV�RIWHQ�ODFN�WKH�EXGJHWDU\ �UHVRXUFHV�WR�DGGUHVV�WKHVH�XQSODQQHG�EXUGHQV��OHDGLQJ
WR�RXWFRPHV�ZKHUH�UHORFDWHG�SRSXODWLRQV�H[ SHULHQFH�KDUGVKLS�DQG�GLVDSSRLQWPHQW�LQVWHDG�RI�WKH�DQWLFLSDWHG�VDIHW\
DQG�LPSURYHPHQW�LQ�TXDOLW\ �RI�OLIH��0 RVHU�HW�DO���� � � � ��' DQQHQEHUJ�HW�DO���� � � � ���,Q�VKRUW��IDLOLQJ�WR�DFFRXQW�IRU�SRVW�
PRYH� FRVWV� LQ� WKH� LQLWLDO� SODQQLQJ� FDQ� VHYHUHO\ � FRPSURPLVH� WKH� ORQJ�WHUP� VXFFHVV� RI� FOLPDWH�LQGXFHG� UHORFDWLRQV
�$OEHUW�HW�DO���� � � � ��-RKQVRQ�HW�DO���� � � � ���

�$�I�W�H�U���5�H�O�R�F�D�W�L�R�Q���&�R�V�W���(�V�W�L�P�D�W�L�R�Q��
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7UDQVDFWLRQDO� FRVWV� LQ� WKH� SRVW�PRYH� SKDVH� HQFRPSDVV� WKH� DGPLQLVWUDWLYH� DQG� SURFHGXUDO� DFWLYLWLHV� WKDW� XQGHUSLQ
WKH�LQWHJULW\ ��DFFRXQWDELOLW\ ��DQG�FRQWLQXDO�LPSURYHPHQW�RI�WKH�UHORFDWLRQ
V�RXWFRPHV��2 QH�NH\ �DFWLYLW\ �LV�VFKHGXOLQJ
UHJXODU� LQGHSHQGHQW� WHFKQLFDO� DQG� ILQDQFLDO� DXGLWV� RI� WKH� UHORFDWLRQ� SURMHFW� �RIWHQ� HYHU\ � IHZ� \ HDUV��� WR� YHULI\ � WKDW
SXEOLF� IXQGV� KDYH� EHHQ� XVHG� Hï HFWLYHO\ � DQG� WR� FKHFN� WKDW� LQIUDVWUXFWXUH� DQG� VHUYLFHV� DUH� EHLQJ� PDLQWDLQHG� WR
DSSURSULDWH� VWDQGDUGV� �3ODWIRUP� RQ� ' LVDVWHU� ' LVSODFHPHQW� 	 � 8 1 ' 55�� � � � � �� 2 ( &' �� � � � � ��� 7KHVH� DXGLWV� DQG
HYDOXDWLRQV�KHOS�HQVXUH�WUDQVSDUHQF\ �DQG�FDQ�LGHQWLI\ �DQ\ �LVVXHV�UHTXLULQJ�FRUUHFWLYH�DFWLRQ�RU�DGGLWLRQDO�UHVRXUFHV�
&RQGXFWLQJ� FRPPXQLW\ � VDWLVIDFWLRQ� VXUYH\ V� DQG� OLYHOLKRRG� VXUYH\ V� DW� LQWHUYDOV� DIWHU� WKH� UHORFDWLRQ� LV� DQRWKHU
LPSRUWDQW�WUDQVDFWLRQDO�FRVW�q�VXFK�VXUYH\ V�JDWKHU� IHHGEDFN� IURP�WKH�UHORFDWHG�SRSXODWLRQ� �DQG�KRVW�FRPPXQLW\ �
RQ� WKHLU� ZHOO�EHLQJ�� DFFHVV� WR� VHUYLFHV�� DQG� OLYHOLKRRG� VWDWXV�� WKHUHE\ � KLJKOLJKWLQJ� DUHDV� ZKHUH� IXUWKHU� VXSSRUW� RU
DGMXVWPHQW� PD\ � EH� QHHGHG� �/ LQN� HW� DO��� � � � � �� 0 F0 LFKDHO�� . DWRQLYXDOLNX�� 	 � 3RZHOO�� � � � � ��� 0 DQDJLQJ� FODLPV� DQG
JULHYDQFHV�LV�DOVR�D�SRVW�PRYH�WUDQVDFWLRQDO�DFWLYLW\ ��WKLV�FDQ�LQFOXGH�DVVLVWLQJ�FRPPXQLW\ �PHPEHUV�ZLWK�LQVXUDQFH
FODLPV�LI�� IRU�LQVWDQFH��D�FOLPDWH�UHODWHG�HYHQW�FDXVHV�GDPDJH�HYHQ�DW�WKH�QHZ�VLWH� �HQVXULQJ�WKH\ �UHFHLYH�SD\ RXWV
IURP� DQ\ � LQVXUDQFH� RU� ULVN�SRROLQJ� VFKHPHV� WKDW� ZHUH� SXW� LQ� SODFH�� DQG� FRQWLQXLQJ� WR� RSHUDWH� JULHYDQFH� UHGUHVV
PHFKDQLVPV�RU�FRQIOLFW�PHGLDWLRQ�SODWIRUPV�WR�DGGUHVV�DQ\ �GLVSXWHV�WKDW�DULVH� �%RZHU�HW�DO��� � � � � �� -RKQVRQ�HW�DO��
� � � � ��� )RU� H[ DPSOH�� WKHUH� PD\ � EH� OLQJHULQJ� GLVSXWHV� RYHU� ODQG� ERXQGDULHV�� UHVRXUFH� XVH� �OLNH� ILVKLQJ� JURXQGV� RU
JDUGHQV� VKDUHG� ZLWK� D� KRVW� FRPPXQLW\ ��� RU� GLVVDWLVIDFWLRQ� ZLWK� FHUWDLQ� DVSHFWV� RI� WKH� UHORFDWLRQ� q� KDYLQJ� DQ
DFFHVVLEOH�IRUXP�WR�UHVROYH�WKHVH�LVVXHV�LV�YLWDO�WR�VXVWDLQLQJ�VRFLDO�FRKHVLRQ�DQG�WUXVW�LQ�WKH�SRVW�UHORFDWLRQ�SHULRG
�+ XPDQ�5LJKWV�: DWFK��� � � � ��%RZHU�	 �: HHUDVLQJKH��� � � � ���7KHVH�WUDQVDFWLRQDO�PHDVXUHV�SURYLGH�DQ�DGPLQLVWUDWLYH
EDFNERQH�WKDW�VXSSRUWV�WKH�FRPPXQLW\ 
V�WUDQVLWLRQ�DQG�KHOSV�WR�FRXUVH�FRUUHFW�DV�QHHGHG��

' LUHFW� FRVWV� IRUP� WKH� PRVW� YLVLEOH� DQG� LPPHGLDWH� FDWHJRU\ � RI� SRVW�UHORFDWLRQ� H[ SHQGLWXUH�� 7KHVH� LQFOXGH� WKH
UHSDLUV� DQG� PLQRU� FRPSOHWLRQ� ZRUNV� WKDW� DOPRVW� LQHYLWDEO\ � DULVH� DIWHU� WKH� LQLWLDO� PRYH� q� IRU� H[ DPSOH�� IL[ LQJ
FRQVWUXFWLRQ� GHIHFWV� LQ� QHZ� KRXVHV�� VWDELOLVLQJ� DQ\ � LQIUDVWUXFWXUH� WKDW� VHWWOHV� RU� VKLIWV�� DQG� XQGHUWDNLQJ� PLQRU
PRGLILFDWLRQV�VR�WKDW�KRPHV�DQG�FRPPXQLW\ �IDFLOLWLHV�DUH�VDIH��IXQFWLRQDO��DQG�WUXO\ �ILW�IRU�SXUSRVH�DIWHU�SHRSOH�KDYH
PRYHG�LQ��6XSSDVUL�HW�DO���� � � � ��7URQTXHW��� � � � ���$GGLWLRQDOO\ ��H[ SDQGLQJ�SXEOLF�VHUYLFHV�DW�WKH�QHZ�VLWH�LV�HVVHQWLDO
DV�WKH�FRPPXQLW\ �JHWV�HVWDEOLVKHG��WKLV�PD\ �LQYROYH�SURYLGLQJ�DGGLWLRQDO�WHDFKHUV�RU�KHDOWK�ZRUNHUV� �DQG�SRVVLEO\
EXLOGLQJ�H[ WHQVLRQV�WR�VFKRROV�RU�FOLQLFV��WR�PHHW�HGXFDWLRQ�DQG�KHDOWKFDUH�QHHGV��UHLQIRUFLQJ�SROLFLQJ�RU�VHFXULW\ �LI
QHHGHG�� DQG� H[ WHQGLQJ� XWLOLW\ � QHWZRUNV� �HOHFWULFLW\ �� ZDWHU�� ZDVWH� FROOHFWLRQ�� DV� WKH� SRSXODWLRQ� JURZV� RU� DV� XVDJH
SDWWHUQV�HYROYH��' DQQHQEHUJ�HW�DO��� � � � � �� / LQN�HW�DO��� � � � � ��� / LYHOLKRRG�WRS�XSV�DQG�PDUNHW�DFFHVV�VXSSRUW�DUH�DOVR
FUXFLDO� GLUHFW� FRVWV� LQ� WKH� SRVW�PRYH� SKDVH� q� HYHQ� DIWHU� LQLWLDO� OLYHOLKRRG� SDFNDJHV� DUH� JLYHQ�� PDQ\ � FRPPXQLWLHV
UHTXLUH�RQJRLQJ�VXSSRUW�WR�UHEXLOG�HFRQRPLF�VHFXULW\ ��VXFK�DV�VXSSOHPHQWDU\ �DJULFXOWXUDO�LQSXWV�IRU�D�IHZ�VHDVRQV�
ILVKLQJ�JHDU�DSSURSULDWH�WR�WKH�QHZ�ORFDOH��RU� IDFLOLWDWLRQ�RI�DFFHVV�WR�PDUNHWV�DQG�YDOXH�FKDLQV� IRU�QHZ�SURGXFWV
�. XUD�HW�DO���� � � � ��-RKQVRQ�HW�DO���� � � � ���,Q�VRPH�FDVHV��UHVWRUDWLRQ�RU�GHFRPPLVVLRQLQJ�ZRUNV�DW�WKH�ROG�VLWH�PXVW
EH�EXGJHWHG�� IRU�LQVWDQFH��HQYLURQPHQWDO�UHPHGLDWLRQ� �FOHDQLQJ�XS�DQ\ �HQYLURQPHQWDO�GDPDJH�RU�ZDVWH�OHIW�DW�WKH
ROG�YLOODJH�VLWH��DQG�GLVPDQWOLQJ�RU�VHFXULQJ�DEDQGRQHG�LQIUDVWUXFWXUH��OLNH�ROG�EXLOGLQJV��ZHOOV��RU�WDQNV��WR�HOLPLQDWH
VDIHW\ � KD]DUGV� DQG� UHVWRUH� WKH� DUHD� WR� D� QDWXUDO� VWDWH� RU� RWKHU� VDIH� FRQGLWLRQ� �( VWHYHV�� � � � � �� %URQHQ� 	 � &KDSLQ�
� � � � ��� )XUWKHUPRUH��LI�WKH�UHORFDWLRQ�SURMHFW�LQFOXGHG�QDWXUH�EDVHG�VROXWLRQV�RU�HFRV\ VWHP�EDVHG�PHDVXUHV��WKHUH
ZLOO� EH� RQJRLQJ� FRVWV� WR� PRQLWRU�� PDLQWDLQ�� DQG� DGDSW� WKHVH� LQWHUYHQWLRQV� q� IRU� H[ DPSOH�� PDLQWDLQLQJ� PDQJURYH
SODQWDWLRQV�� SHULRGLF� UHSODQWLQJ� RU� ZHHGLQJ�� PRQLWRULQJ� FRDVWDO� HFRV\ VWHP� KHDOWK�� DQG� HQVXULQJ� WKDW� WKHVH� QDWXUH�
EDVHG�PHDVXUHV�FRQWLQXH�WR�SURYLGH�WKH�LQWHQGHG�SURWHFWLYH�EHQHILWV�RYHU�WLPH��6SDOGLQJ�HW�DO���� � � � ��%ULGJHV�HW�DO��
� � � � ���7KHVH�GLUHFW�SRVW�UHORFDWLRQ�FRVWV�DUH�YLWDO�WR�FRQVROLGDWH�WKH�JDLQV�RI�WKH�UHORFDWLRQ�DQG�SUHYHQW�EDFNVOLGLQJ
LQ�FRPPXQLW\ �VDIHW\ �DQG�ZHOO��EHLQJ��

� �



/ LIH�F\ FOH�FRVWV�LQ�WKH�SRVW�UHORFDWLRQ�FRQWH[ W�UHIHU�WR�WKH�RQJRLQJ�H[ SHQGLWXUHV�UHTXLUHG�WR�RSHUDWH��PDLQWDLQ��DQG
SHULRGLFDOO\ � XSJUDGH� WKH� SK\ VLFDO� DQG� VRFLDO� LQIUDVWUXFWXUH� HVWDEOLVKHG� WKURXJK� UHORFDWLRQ�� 7KLV� LQFOXGHV� URXWLQH
RSHUDWLRQV�DQG�PDLQWHQDQFH� �2 	 0 ��DFWLYLWLHV�VXFK�DV�FOHDULQJ�DQG�UHSDLULQJ�URDGV�DQG�GUDLQDJH�V\ VWHPV� �HVSHFLDOO\
LPSRUWDQW�LQ�WURSLFDO�HQYLURQPHQWV�ZKHUH�KHDY\ �UDLQV�FDQ�TXLFNO\ �FORJ�GUDLQV���PDLQWDLQLQJ�ZDWHU�VXSSO\ �QHWZRUNV
DQG�SXPSV��VHUYLFLQJ�SRZHU�V\ VWHPV�RU�JHQHUDWRUV��DQG�SHUIRUPLQJ�XSNHHS�RQ�SXEOLF�EXLOGLQJV�DQG�KRPHV��: RUOG
%DQN��� � � � ��* $2 �� � � � � ���%XGJHWLQJ�IRU�UHJXODU�PDLQWHQDQFH�HQVXUHV�WKDW�WKH�QHZ�VHWWOHPHQW
V�LQIUDVWUXFWXUH�GRHV
QRW�IDOO�LQWR�GLVUHSDLU��ZKLFK�ZRXOG�RWKHUZLVH�HURGH�WKH�EHQHILWV�RI�UHORFDWLRQ��$GGLWLRQDOO\ ��LQVXUDQFH�SUHPLXPV�IRU
ULVN�SRROV�RU�RWKHU�LQVXUDQFH�PHFKDQLVPV�PXVW�EH�DQWLFLSDWHG�DV�D�UHFXUULQJ�FRVW�q�IRU�LQVWDQFH��LI�WKH�FRPPXQLW\ �LV
SDUW�RI�D�QDWLRQDO�GLVDVWHU�LQVXUDQFH�VFKHPH�RU�D�UHJLRQDO�ULVN�SRRO��OLNH�WKH�3DFLILF�FDWDVWURSKH�ULVN�LQVXUDQFH�SRRO��
DQQXDO�SUHPLXP�SD\ PHQWV�DUH�QHHGHG�WR�NHHS�FRYHUDJH�LQ�IRUFH�DQG�SURWHFW�WKH�FRPPXQLW\ �DJDLQVW�IXWXUH�KD]DUGV
�3&5$) ,��� � � � ��6KD\ HJK�HW�DO���� � � � ���3ODQQHUV�VKRXOG�DOVR�FRPPLW�WR�UHJXODUO\ �XSGDWLQJ�WKH�H[ SHFWHG�DQQXDO�GDPDJH
�( $ ' �� DQG� DYRLGHG� ORVV� HVWLPDWHV� IRU� WKH� QHZ� VLWH�� XVLQJ� IUHVK� GDWD� RQ� KD]DUG� IUHTXHQF\ �VHYHULW\ � DQG� WKH
SHUIRUPDQFH� RI� ULVN� UHGXFWLRQ� PHDVXUHV�� DV� WKLV� DOORZV� IRU� DGDSWLYH� PDQDJHPHQW� RI� WKH� FRPPXQLW\ 
V� UHVLOLHQFH
VWUDWHJ\ ��,QWHUJRYHUQPHQWDO�3DQHO�RQ�&OLPDWH�&KDQJH��� � � � ��1 LFKROOV�HW�DO���� � � � ���)RU�H[ DPSOH��LI�FOLPDWH�FRQGLWLRQV
RU�H[ SRVXUH�OHYHOV�VKLIW��H�J��VHD�OHYHO�ULVH�DFFHOHUDWHV�RU�D�QHZ�F\ FORQH�ULVN�HPHUJHV���WKH�ULVN�PRGHOV�VKRXOG�EH�UH�
UXQ�DQG�WKH�SURWHFWLRQ�VWUDWHJ\ ��DQG�LQVXUDQFH�FRYHUDJH��DGMXVWHG�DFFRUGLQJO\ ��$ORQJ�WKH�VDPH�OLQHV��LW�LV�LPSRUWDQW
WR� UH�VFRSH� KD]DUG� GDWD� SHULRGLFDOO\ � q� PHDQLQJ� WR� XSGDWH� IORRG� PDSV�� ODQGVOLGH� ULVN� DVVHVVPHQWV�� FRDVWDO� HURVLRQ
PRQLWRULQJ��HWF��q�VLQFH�HQYLURQPHQWDO�ULVNV�DQG�H[ SRVXUHV�ZLOO�HYROYH�RYHU�WLPH��DQG�WKH�FRPPXQLW\ 
V�DGDSWDWLRQ
PHDVXUHV�PD\ �QHHG�UHLQIRUFHPHQW�RU�QHZ�LQYHVWPHQWV�DV�FRQGLWLRQV�FKDQJH� �,QWHUJRYHUQPHQWDO�3DQHO�RQ�&OLPDWH
&KDQJH�� � � � � �� 8 1 ( 3�� � � � � ��� ,QFRUSRUDWLQJ�WKHVH�OLIH�F\ FOH�FRVWV�LQWR�ORQJ�WHUP�FRPPXQLW\ �GHYHORSPHQW�SODQV�RU
PXQLFLSDO�EXGJHWV�ZLOO�KHOS�HQVXUH�WKH�UHORFDWLRQ�UHPDLQV�Hï HFWLYH�DQG�WKH�FRPPXQLW\ �VWD\ V�VDIH�DQG�WKULYLQJ�LQ�WKH
IDFH�RI�IXWXUH�FOLPDWH�LPSDFWV��

,QWDQJLEOH�FRVW�FRQVLGHUDWLRQV�DUH� IUHTXHQWO\ �QHJOHFWHG�LQ�WKH�SRVW�UHORFDWLRQ�SKDVH��EXW�WKH\ �DUH�HTXDOO\ �YLWDO� IRU
WKH� RYHUDOO� VXFFHVV� DQG� VXVWDLQDELOLW\ � RI� UHVHWWOHG� FRPPXQLWLHV�� 7KHVH� LQFOXGH� RQJRLQJ� SURJUDPV� WR� VXSSRUW
FRPPXQLW\ � ZHOO�EHLQJ� DQG� FXOWXUDO� FRQWLQXLW\ �� )RU� LQVWDQFH�� FRQWLQXHG� PHQWDO� KHDOWK� VHUYLFHV� RU� SV\ FKRVRFLDO
VXSSRUW� JURXSV� PD\ � EH� QHHGHG� IRU� VRPH� \ HDUV� DIWHU� UHORFDWLRQ�� DV� LQGLYLGXDOV� DQG� IDPLOLHV� DGMXVW� WR� WKHLU� QHZ
HQYLURQPHQW� DQG� SURFHVV� WKH� ORVV� RI� WKHLU� ROG� KRPHV� �7VFKDNHUW� HW� DO��� � � � � �� * DWLVR� HW� DO��� � � � � D��� &XOWXUDO
UHYLWDOLVDWLRQ� RU� FRQWLQXLW\ � LQLWLDWLYHV� FDQ� DOVR� EH� IXQGHG� DV� SRVW�UHORFDWLRQ� DFWLYLWLHV� q� H[ DPSOHV� PLJKW� LQFOXGH
FRQVWUXFWLQJ�D�FXOWXUDO�FHQWUH�RU�PHHWLQJ�KDOO�DW�WKH�QHZ�VLWH�IRU�FHUHPRQLHV�DQG�JDWKHULQJV��VXSSRUWLQJ�WUDGLWLRQDO
SUDFWLFHV��OLNH�DUWV��FUDIW��RU�VXEVLVWHQFH�DFWLYLWLHV�WKDW�PDLQWDLQ�D�VHQVH�RI�LGHQWLW\ ���RU�RUJDQLVLQJ�HYHQWV�WKDW�EULQJ
WRJHWKHU�WKH�UHORFDWHG�FRPPXQLW\ �WR�UHLQIRUFH�VRFLDO�ERQGV�DQG�VKDUHG�FXOWXUH� �$GDPV�� � � � � �� -DQLI�HW�DO��� � � � � ��
)DFLOLWDWLQJ�LQWHU��RU�LQWUD�FRPPXQLW\ �GLDORJXHV�DQG�SHULRGLF�ULWXDOV�LV�DQRWKHU�LPSRUWDQW�DVSHFW��IRU�LQVWDQFH��VRPH
FRPPXQLWLHV�PD\ �ZLVK�WR�SHULRGLFDOO\ �YLVLW�WKHLU�ROG�YLOODJH�VLWH�WR�SD\ �UHVSHFWV�WR�DQFHVWRUV�RU�WR�KDUYHVW�FHUWDLQ
WUDGLWLRQDO�IRRGV��ZKLFK�FRXOG�EH�RUJDQLVHG�DQG�VXEVLGLVHG�WR�KHOS�SHRSOH�PDLQWDLQ�D�FRQQHFWLRQ�ZLWK�WKHLU�KHULWDJH
�3HUXPDO�� � � � � �� %URQHQ� 	 � &KDSLQ�� � � � � ��� + HULWDJH� VWHZDUGVKLS� DFWLYLWLHV� DUH� DOVR� FHQWUDO� WR� PDLQWDLQLQJ� D
FRPPXQLW\ 
V�LGHQWLW\ �DQG�UHVLOLHQFH�q�WKLV�PLJKW�LQYROYH�SURWHFWLQJ�DQG�FDUHWDNLQJ�DQ\ �VLJQLILFDQW�FXOWXUDO�RU�VDFUHG
VLWHV�WKDW�FRXOG�QRW�EH�PRYHG��VXFK�DV�D�VKULQH�RU�JUDYH\ DUG�OHIW�EHKLQG���RU�HVWDEOLVKLQJ�D�V\ VWHP�IRU�SDVVLQJ�GRZQ
NQRZOHGJH� RI� WKH� ROG� ODQG� WR� \ RXQJHU� JHQHUDWLRQV� ERUQ� LQ� WKH� QHZ� ORFDWLRQ� �0 RUULVRQ�� � � � � �� 3HUXPDO�� � � � � ��
0 RUHRYHU�� NHHSLQJ� WKH� 1 RQ�( FRQRPLF� / RVV� DQG� ' DPDJH� �1 ( / ' �� LQYHQWRU\ � XS� WR� GDWH� q� DQG� DVVLJQLQJ� YDOXH� RU
VLJQLILFDQFH� WR� WKHVH� ORVVHV� DV� QHHGHG� q� KHOSV� HQVXUH� WKDW� WKH� OHVV� WDQJLEOH� EXW� GHHSO\ � VLJQLILFDQW� DVSHFWV� RI
FRPPXQLW\ �OLIH��OLNH�ORVV�RI�ODQJXDJH�FRQWH[ WV��VRFLDO�QHWZRUNV��RU�VSLULWXDO�FRQQHFWLRQ�WR�SODFH��DUH�UHFRJQLVHG�DQG
DGGUHVVHG�LQ�WKH�ORQJ�WHUP��%R\ G�HW�DO���� � � � ��&KDQGUD�HW�DO���� � � � ���,Q�SUDFWLFH��WKLV�FRXOG�PHDQ�FRQWLQXLQJ�GLDORJXH
ZLWK� WKH� FRPPXQLW\ � DERXW� KRZ� WKH\ � IHHO� FXOWXUDOO\ � DQG� VRFLDOO\ � DIWHU� WKH� PRYH�� DQG� IXQGLQJ� SURJUDPV� WKDW
VSHFLILFDOO\ � WDUJHW� DQ\ � JDSV� LQ� ZHOO�EHLQJ� RU� FXOWXUDO� SUHVHUYDWLRQ�� 7KHVH� LQWDQJLEOH�IRFXVHG� LQYHVWPHQWV� IRVWHU� D
VHQVH� RI� FRQWLQXLW\ �� GLJQLW\ �� DQG� SV\ FKRVRFLDO� UHVLOLHQFH� LQ� WKH� UHORFDWHG� FRPPXQLW\ �� ZKLFK� LV� FUXFLDO� IRU� WKH
UHORFDWLRQ
V�XOWLPDWH�VXFFHVV�EH\ RQG�MXVW�SK\ VLFDO�VDIHW\ ��

� �



6XPPDU\ ��$FWLYLW\ �%DVHG�&RVWLQJ� ( VWLPDWLRQ�E\ �5HORFDWLRQ�3KDVH�q� ,Q�VXPPDU\ ��D�WKRURXJK�DFWLYLW\ �EDVHG�FRVWLQJ
DSSURDFK�� VSDQQLQJ� WKH� SUH�UHORFDWLRQ�� LQ�UHORFDWLRQ�� DQG� SRVW�UHORFDWLRQ� SKDVHV� DQG� LQFRUSRUDWLQJ� GLUHFW�
WUDQVDFWLRQDO��OLIH�F\ FOH��DQG�LQWDQJLEOH�FRVW�FDWHJRULHV��LV�HVVHQWLDO� IRU�FDSWXULQJ�WKH�WUXH�VFRSH�DQG�FRPSOH[ LW\ �RI
FOLPDWH�LQGXFHG�FRPPXQLW\ �UHORFDWLRQV��* $2 ��� � � � ��* ROGILQFK�	 �+ XFNVWHS��� � � � ���%\ �V\ VWHPDWLFDOO\ �PDSSLQJ�HYHU\
UHTXLUHG� DFWLYLW\ � DQG� LWV� DVVRFLDWHG� FRVWV�� SODQQHUV� DQG� SROLF\ PDNHUV� FDQ� VXUIDFH� XQGHU�EXGJHWHG� RU� RYHUORRNHG
H[ SHQGLWXUHV� WKDW� DUH� FULWLFDO� WR� WKH� Hï HFWLYHQHVV�� VXVWDLQDELOLW\ �� DQG� GLJQLW\ � RI� UHORFDWLRQ� RXWFRPHV
�,QWHUJRYHUQPHQWDO� 3DQHO� RQ� &OLPDWH� &KDQJH�� � � � � �� ' XUDQG� ' HODFUH�� &KHURS�� 	 � YDQ� GHU� * HHVW�� � � � � ��� 7KLV
FRPSUHKHQVLYH�SHUVSHFWLYH�QRW�RQO\ �HQKDQFHV�ILQDQFLDO�WUDQVSDUHQF\ �DQG�ULVN�PDQDJHPHQW�EXW�DOVR�HQVXUHV�WKDW�WKH
QHHGV�DQG�ZHOO�EHLQJ�RI�Dï HFWHG�FRPPXQLWLHV�DUH�SULRULWLVHG�WKURXJKRXW�WKH�HQWLUH�UHORFDWLRQ�SURFHVV��8 1 + &5�HW
DO��� � � � � �� %RZHU� HW� DO��� � � � � ��� 6XFK� DQ� LQWHJUDWHG� FRVWLQJ� IUDPHZRUN� LV� SDUWLFXODUO\ � UHOHYDQW� IRU� FRXQWULHV� DQG
JRYHUQPHQWV� LQ� 3DFLILF� 6PDOO� ,VODQG� ' HYHORSLQJ� 6WDWHV� �6,' 6��� ZKHUH� WKH� FKDOOHQJH� RI� SODQQHG� UHWUHDW� DQG� FOLPDWH
UHORFDWLRQ� LV� ERWK� XUJHQW� DQG� KLJKO\ � FRPSOH[ � �1 XUVH� HW� DO��� � � � � �� 3DFLILF� ,VODQGV� )RUXP� 6HFUHWDULDW�� � � � � ��� %\
SURYLGLQJ� D� VWUXFWXUHG� PHWKRG� WR� FRQVWUXFW� FRVWHG� UHORFDWLRQ� SODQV� RU� SROLF\ � RSWLRQV�� WKLV� DSSURDFK� HPSRZHUV
JRYHUQPHQWV� WR� PDNH� LQIRUPHG� GHFLVLRQV� DQG� DOORFDWH� UHVRXUFHV� Hï HFWLYHO\ �� VXSSRUWLQJ� DGDSWDWLRQ� VWUDWHJLHV� WKDW
DUH� UREXVW�� HTXLWDEOH�� DQG� FXOWXUDOO\ � VHQVLWLYH� �' XUDQG� ' HODFUH� HW� DO��� � � � � �� 7KRUQWRQ�� � � � � ��� 2 QFH� WKHVH� FRVWHG
SODQV� DUH� GHYHORSHG�� WKH� QH[ W� FULWLFDO� VWHS� ZLOO� EH� WR� VHFXUH� VXVWDLQDEOH� ILQDQFLQJ� WR� HQVXUH� VXFFHVVIXO
LPSOHPHQWDWLRQ� DQG� ORQJ�WHUP� UHVLOLHQFH� q� D� WRSLF� DGGUHVVHG� LQ� WKH� IROORZLQJ� VHFWLRQ� RI� WKH� UHSRUW� �)LQHJROG� 	
%RZHU��� � � � ��/ LQRV��� � � � ���

,Q� VXPPDU\ �� WKH� UDQJH� RI� SRVW�UHORFDWLRQ� DFWLYLWLHV� VSDQV� IURP� GLUHFW� VHUYLFH� SURYLVLRQ� DQG� LQIUDVWUXFWXUH
PDLQWHQDQFH�WR�WKH�OHVV�YLVLEOH�EXW�HTXDOO\ �LPSRUWDQW�GRPDLQV�RI�VRFLDO�VXSSRUW��JRYHUQDQFH��DQG�FXOWXUDO�ZHOO��EHLQJ�
&RPSUHKHQVLYH� HVWLPDWLRQ� DQG� FRVWLQJ� RI� WKHVH� DFWLYLWLHV� DUH� IXQGDPHQWDO� WR� DYRLGLQJ� WKH� ULVNV� DVVRFLDWHG� ZLWK
XQGHUIXQGHG�RU�LQFRPSOHWH�UHORFDWLRQV��: LOPVHQ�	 �: HEEHU��� � � � ��+ XPDQ�5LJKWV�: DWFK��� � � � ���: KHQ�VXFK�SRVW�
PRYH�FRVWV�DUH�QRW�SODQQHG�IRU��LGHQWLILHG��DQG�SURSHUO\ �IXQGHG��WKH�FRQVHTXHQFHV�FDQ�EH�VHYHUH��FRPPXQLWLHV�PD\
IDFH� GHWHULRUDWLQJ� LQIUDVWUXFWXUH�� LQDGHTXDWH� VHUYLFHV�� DQG� ORVV� RI� VRFLDO� FRKHVLRQ� RU� FXOWXUDO� LGHQWLW\ �� ZKLOH� ORFDO
DXWKRULWLHV� VWUXJJOH� ZLWK� XQDQWLFLSDWHG� ILQDQFLDO� EXUGHQV� �&RQQHOO�� � � � � �� %URQHQ� 	 � &KDSLQ�� � � � � ��� 2 QO\ � E\
UHFRJQLVLQJ� DQG� DGGUHVVLQJ� WKH� IXOO� VSHFWUXP� RI� SRVW�UHORFDWLRQ� FRVWV� FDQ� SROLF\ PDNHUV� DQG� SODQQHUV� HQVXUH� WKDW
FOLPDWH� UHORFDWLRQV� GHOLYHU� RQ� WKHLU� SURPLVH� RI� VDIHW\ �� VXVWDLQDELOLW\ �� DQG� LPSURYHG� TXDOLW\ � RI� OLIH� IRU� DOO� Dï HFWHG
FRPPXQLWLHV��$OEHUW�HW�DO���� � � � ��-RKQVRQ�HW�DO���� � � � ���

$Q� DFWLYLW\ �EDVHG� FRVWLQJ� IUDPHZRUN� VSDQQLQJ� SUH��� GXULQJ�� DQG� SRVW�UHORFDWLRQ� SKDVHV� LV� HVVHQWLDO� IRU� DFFXUDWHO\
DVVHVVLQJ�WKH�WUXH�FRVWV�RI�FOLPDWH�LQGXFHG�FRPPXQLW\ �PRYHPHQWV��7KLV�DSSURDFK�HQVXUHV�DOO�GLUHFW��WUDQVDFWLRQDO�
OLIH�F\ FOH��DQG�LQWDQJLEOH�DFWLYLWLHV�DUH�SURSHUO\ �EXGJHWHG��VXSSRUWLQJ�Hï HFWLYH�SODQQLQJ��ULVN�PDQDJHPHQW��DQG�ORQJ�
WHUP� FRPPXQLW\ � ZHOO�EHLQJ�� )RU� 3DFLILF� 6,' 6�� ZKHUH� UHORFDWLRQ� LV� SDUWLFXODUO\ � FRPSOH[ �� VXFK� PHWLFXORXV� FRVWLQJ
SUHYHQWV� XQGHUIXQGLQJ� DQG� KLJKOLJKWV� KLGGHQ� QHHGV�� 2 QFH� FRPSUHKHQVLYH� FRVWHG� SODQV� DUH� LQ� SODFH�� VHFXULQJ
VXVWDLQDEOH� ILQDQFLQJ� LV� FUXFLDO� WR� JXDUDQWHH� WKDW� UHORFDWLRQV� DFKLHYH� WKHLU� DLPV� RI� VDIHW\ �� GLJQLW\ �� DQG� ODVWLQJ
LPSURYHPHQWV�LQ�TXDOLW\ �RI�OLIH��

�6�X�P�P�D�U�\�����$�F�W�L�Y�L�W�\���%�D�V�H�G���&�R�V�W�L�Q�J���(�V�W�L�P�D�W�L�R�Q���E�\���5�H�O�R�F�D�W�L�R�Q���3�K�D�V�H��

� �



6,' 6� HPSOR\ � D� PL[ � RI� DGDSWDWLRQ� PHWKRGV�� LQFOXGLQJ� KDUG� GHIHQFHV� VXFK� DV� VHDZDOOV� DQG� GLNHV�� HFRV\ VWHP�EDVHG
VROXWLRQV��DFFRPPRGDWLRQ�VWUDWHJLHV��ODQG�UHFODPDWLRQ��DGYDQFH���DQG�PDQDJHG�UHWUHDW��,3&&��� � � � ���7KH�VXLWDELOLW\
RI� HDFK� DSSURDFK� GHSHQGV� RQ� FRQWH[ W�� KDUG� VWUXFWXUHV� PD\ � EH� Hï HFWLYH� LQ� GHQVH� XUEDQ� DUHDV� EXW� KDYH� OLPLWV�
ZKHUHDV� QDWXUH�EDVHG� DQG� DFFRPPRGDWLRQ� RSWLRQV� FDQ� ZRUN� ZKHUH� ODQG� LV� DYDLODEOH�� WKRXJK� WKHLU� ORQJ�� WHUP
Hï HFWLYHQHVV� XQGHU� FOLPDWH� FKDQJH� LV� XQFHUWDLQ� �,3&&�� � � � � ��� 0 DQDJHG� UHWUHDW� LV� PRUH� IHDVLEOH� LQ� OHVV� SRSXODWHG
UHJLRQV�EXW�RIWHQ�IDFHV�VLJQLILFDQW�VRFLDO�DQG�SROLWLFDO�KXUGOHV��6LGHUV�HW�DO��� � � � � ���0 DQ\ �DGDSWDWLRQ�RSWLRQV�LQ�6,' 6
ZLOO� UHDFK� WHFKQLFDO� DQG� SK\ VLFDO� OLPLWV� ZLWKLQ� GHFDGHV�� DQG� HFRQRPLF� RU� VRFLDO� EDUULHUV� PD\ � DULVH� HYHQ� VRRQHU
�,3&&�� � � � � ��� ' HFLVLRQ�PDNLQJ� LV� IXUWKHU� FRPSOLFDWHG� E\ � ZHDN� JRYHUQDQFH� FDSDFLW\ �� OLPLWHG� ILQDQFLDO� UHVRXUFHV�
HTXLW\ �LVVXHV��DQG�FRPSHWLQJ�GHYHORSPHQW�SULRULWLHV��,3&&��� � � � ���)OH[ LEOH��IRUZDUG�ORRNLQJ�SODQQLQJ�WKDW�LQWHJUDWHV
ORFDO��LQGLJHQRXV��DQG�VFLHQWLILF�NQRZOHGJH�LV�FULWLFDO�IRU�Hï HFWLYH�DGDSWDWLRQ��-DQLI�HW�DO���� � � � ���8 OWLPDWHO\ ��DPELWLRXV
JOREDO�PLWLJDWLRQ�Hï RUWV�DQG�VXVWDLQHG�VXVWDLQDEOH�GHYHORSPHQW�DUH�HVVHQWLDO�WR�HQKDQFH�FOLPDWH�UHVLOLHQFH�LQ�6,' 6
�,3&&��� � � � ���

&OLPDWH� FKDQJH� SRVHV� VLJQLILFDQW� JRYHUQDQFH� DQG� DGDSWDWLRQ� FKDOOHQJHV� IRU� 6PDOO� ,VODQG� ' HYHORSLQJ� 6WDWHV� �6,' 6��
HVSHFLDOO\ � IRU�YXOQHUDEOH�FRPPXQLWLHV�FRQFHQWUDWHG�DORQJ�ORZ�O\ LQJ�FRDVWV� �1 XUVH�HW�DO��� � � � � ��� 5LVLQJ�JOREDO�PHDQ
VHD�OHYHO�LV�QRZ�LQFUHDVLQJ�DW�URXJKO\ �� �� �PP�SHU�\ HDU��DQG�WRJHWKHU�ZLWK�PRUH�IUHTXHQW�H[ WUHPH�ZHDWKHU�HYHQWV�
ODQGVOLGHV�� DQG� IORRGV�� WKLV� LV� PDNLQJ� ORQJ�WHUP� SODQQLQJ� LQFUHDVLQJO\ � FRPSOH[ � �,3&&�� � � � � �� 8 1 ( 6&$3�� � � � � ��
3URMHFWLRQV�LQGLFDWH�WKDW�VHD�OHYHOV�FRXOG�ULVH�E\ �DSSUR[ LPDWHO\ �� �� � �WR�� �� � �PHWUHV�E\ �� � � � ��KHLJKWHQLQJ�WKH�ULVN�IRU
6,' 6��SDUWLFXODUO\ �LQ�ORFDWLRQV�ZKHUH�GHQVH�VHWWOHPHQW�SDWWHUQV�RU�ODQG�VXEVLGHQFH�IXUWKHU�LQWHQVLI\ �H[ SRVXUH��,3&&�
� � � � �� 1 LFKROOV�� � � � � ��� : LWKRXW� UREXVW� DQG� IOH[ LEOH� DGDSWDWLRQ� VWUDWHJLHV�� FRDVWDO� IORRG� GDPDJHV� DUH� H[ SHFWHG� WR
HVFDODWH��HVSHFLDOO\ �LQ�UXUDO�DQG�ORZ�LQFRPH�DUHDV�ZKHUH�FRVWO\ �SURWHFWLYH�PHDVXUHV�DUH�RIWHQ�XQDï RUGDEOH� �,3&&�
� � � � ���

�$�Q�Q�H�[���&�����%�D�F�N�J�U�R�X�Q�G�����5�H�O�R�F�D�W�L�R�Q���L�Q���6�F�L�H�Q�F�H���D�Q�G���3�R�O�L�F�\��

�3�U�R�M�H�F�W�L�R�Q�V���D�Q�G���5�H�V�S�R�Q�V�H�V���W�R���5�L�V�L�Q�J���6�H�D���/�H�Y�H�O�V��

)LJXUH�� ��5LVN�WR�FRDVWDO�JHRJUDSKLHV�E\�HQG�RI�FHQWXU\��)URP��2SSHQKHLPHU��0 ���* ODYRYLF��%� &���+LQNHO��-���HW DO���� � � � ���652&&�&KDSWHU � �
)LJXUH � �� ��k6HDOHYHO�ULVH�ULVN�WUDQVLWLRQV�IRU�LOOXVWUDWLYH�FRDVWDO�JHRJUDSKLHV�XQGHU�5&3� �� �DQG�5&3� �� �

�?
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$GDSWDWLRQ� WR� VHD�OHYHO� ULVH� JHQHUDOO\ � IDOOV� LQWR� IRXU� PDLQ� VWUDWHJLHV�� SURWHFWLRQ�� DFFRPPRGDWLRQ�� DGYDQFH�� DQG
UHWUHDW��RIWHQ�VXSSRUWHG�E\ �HFRV\ VWHP�EDVHG�DGDSWDWLRQ��: RQJ�HW�DO���� � � � ���3URWHFWLRQ�DLPV�WR�OLPLW�FRDVWDO�ULVN�E\
EORFNLQJ�WKH�LQODQG�SHQHWUDWLRQ�RI�PHDQ�RU�H[ WUHPH�VHD�OHYHOV��LQFOXGLQJ�YLD�KDUG�VWUXFWXUHV�VXFK�DV�GLNHV��VHDZDOOV�
EUHDNZDWHUV��VXUJH�EDUULHUV��DQG�EDUUDJHV��VHGLPHQW�EDVHG�PHDVXUHV�OLNH�EHDFK�QRXULVKPHQW�DQG�GXQH�UHVWRUDWLRQ�
DQG�QDWXUH�EDVHG�GHIHQFHV� �1 LFKROOV�� � � � � �� : RQJ�HW�DO��� � � � � ���+ \ EULG�DSSURDFKHV�DUH�FRPPRQ��VXFK�DV�SODFLQJ�D
PDUVK�JUHHQEHOW�VHDZDUG�RI�D�VHDZDOO�RU�GHVLJQLQJ�VHDZDOOV�ZLWK�HFRORJLFDO�IHDWXUHV�WR�GLVVLSDWH�HQHUJ\ ��&RRPEHV�HW
DO���� � � � ���$FFRPPRGDWLRQ�UHGXFHV�YXOQHUDELOLW\ �LQ�SODFH�WKURXJK�ELRSK\ VLFDO�DQG�LQVWLWXWLRQDO�DGMXVWPHQWV�WKDW�DOORZ
FRQWLQXHG�RFFXSDQF\ �RI�DW�ULVN�DUHDV��LQFOXGLQJ�HOHYDWLQJ�KRXVHV��XVLQJ� IORDWLQJ�RU�DPSKLELRXV�VWUXFWXUHV��DGRSWLQJ
VDOW�WROHUDQW� FURSV�� HVWDEOLVKLQJ� HDUO\ � ZDUQLQJ� V\ VWHPV� DQG� HYDFXDWLRQ� SODQV�� SURYLGLQJ� LQVXUDQFH�� DQG� HQIRUFLQJ
VHWEDFN�]RQHV��7UDQJ�� � � � � ��1 XUVH�HW�DO��� � � � � �� : RQJ�HW�DO��� � � � � ���$GYDQFH�FUHDWHV�QHZ�ODQG�VHDZDUG�WR�UHGXFH
ULVN� IRU�H[ LVWLQJ�VHWWOHPHQWV�RU�WR�VLWH�QHZ�GHYHORSPHQW�WKURXJK�ODQG�UHFODPDWLRQ��HQFRXUDJLQJ�QDWXUDO�DFFUHWLRQ�
DQG�SROGHULQJ��: DQJ�HW�DO���� � � � ��' RQFK\ WV�HW�DO���� � � � ���5HWUHDW�ORZHUV�H[ SRVXUH�E\ �UHORFDWLQJ�SHRSOH��DVVHWV��DQG
DFWLYLWLHV� DZD\ � IURP� KD]DUGRXV� FRDVWDO� ]RQHV�� LQFOXGLQJ� YROXQWDU\ � PLJUDWLRQ�� GLVDVWHU� GLVSODFHPHQW�� DQG� SODQQHG
UHORFDWLRQ� RU� PDQDJHG� UHWUHDW� OHG� E\ � JRYHUQPHQWV�� ZLWK� RYHUODSV� VXFK� DV� FRQVWUDLQHG� kYROXQWDU\ y� FKRLFHV� DQG
EX\ RXWV��SUHYHQWLQJ�QHZ�GHYHORSPHQW�LQ�KLJK�ULVN�DUHDV�LV�DOVR�LQWHJUDO�WR�UHGXFLQJ�IXWXUH�UHORFDWLRQ�QHHGV��$GJHU
HW�DO���� � � � ��%ODFN�HW�DO���� � � � ��,VODP�	 �. KDQ��� � � � ��0 F/ HPDQ��� � � � ��0 RUWUHX[ �HW�DO���� � � � ��: RQJ�HW�DO���� � � � ��+ LQR
HW�DO���� � � � ���

)LJXUH� � �� 2SSHQKHLPHU�� 0 ��� * ODYRYLF�� %� &��� +LQNHO�� -��� HW DO�� �� � � � ��� 652&&� &KDSWHU � �� )LJXUH � �� �� k6FKHPDWLF� LOOXVWUDWLRQ� RI� WKH
LQWHUFRQQHFWLRQ�RI�&KDSWHU � �WKHPHV�y�,Q�+ ��2��3ÙUWQHU�HW DO���( GV����,3&&�652&&�
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$GDSWDWLRQ�WR�VHD�OHYHO�ULVH�HQFRPSDVVHV�IRXU�PDLQ�VWUDWHJLHV��SURWHFWLRQ��DFFRPPRGDWLRQ��DGYDQFH��DQG�UHWUHDW��RU
CUHORFDWLRQ
��� RIWHQ� VXSSRUWHG� E\ � FURVV�FXWWLQJ� DSSURDFKHV� DQG� DGDSWDWLRQ� PHDVXUHV�� VXFK� DV� HFRV\ VWHP�EDVHG
DGDSWDWLRQ��( E$���

� �� 3URWHFWLRQ� VHHNV� WR� OLPLW� FRDVWDO� ULVNV� E\ � EORFNLQJ� WKH� LQODQG� Hï HFWV� RI� PHDQ� RU� H[ WUHPH� VHD� OHYHOV� �( 6/ �
WKURXJK�� �L�� KDUG� VWUXFWXUHV� OLNH� GLNHV�� VHDZDOOV�� EUHDNZDWHUV�� EDUULHUV�� DQG� EDUUDJHV� �1 LFKROOV�� � � � � ��� �LL�
VHGLPHQW�EDVHG� PHWKRGV� VXFK� DV� EHDFK� QRXULVKPHQW� DQG� GXQHV�� DQG� �LLL�� HFRV\ VWHP�EDVHG� DGDSWDWLRQ�� 2 IWHQ�
WKHVH�DUH�FRPELQHG�LQ�K\ EULG�DSSURDFKHV��IRU�LQVWDQFH��SODFLQJ�D�PDUVK�JUHHQEHOW�EHIRUH�D�VHDZDOO�RU�LQWHJUDWLQJ
KDELWDW�IHDWXUHV�LQWR�VHDZDOO�GHVLJQV��&RRPEHV�HW�DO���� � � � ���

� �� �� $FFRPPRGDWLRQ� XVHV� ELRSK\ VLFDO� DQG� LQVWLWXWLRQDO� PHDVXUHV� WR� UHGXFH� YXOQHUDELOLW\ � DQG� DOORZ� FRQWLQXHG
OLYLQJ� LQ� FRDVWDO� ]RQHV� IDFLQJ� JUHDWHU� KD]DUGV�� ( [ DPSOHV� LQFOXGH� HOHYDWHG� KRXVHV�� IORDWLQJ� VWUXFWXUHV�� DGDSWHG
FURSV��HDUO\ �ZDUQLQJ�V\ VWHPV��HPHUJHQF\ �SODQQLQJ��LQVXUDQFH��DQG�VHWEDFN�]RQHV��7UDQJ��� � � � ��1 XUVH�HW�DO���� � � � �
: RQJ�HW�DO���� � � � ���

� �� $GYDQFH� FUHDWHV� QHZ� ODQG� VHDZDUG�� UHGXFLQJ� FRDVWDO� ULVNV� IRU� ERWK� H[ LVWLQJ� DQG� QHZO\ � UHFODLPHG� DUHDV�
7HFKQLTXHV�LQFOXGH�ODQG�UHFODPDWLRQ�XVLQJ�SXPSHG�VDQG�RU� ILOO�PDWHULDO��SODQWLQJ�YHJHWDWLRQ�WR�VXSSRUW�QDWXUDO
ODQG�DFFUHWLRQ��DQG�SROGHULVDWLRQ��FRQVWUXFWLQJ�GLNHV�DQG�GUDLQDJH�V\ VWHPV�� �: DQJ�HW�DO��� � � � � �� ' RQFK\ WV�HW�DO��
� � � � ���

� ��5HWUHDW�UHGXFHV�ULVN�E\ �UHORFDWLQJ�SHRSOH��DVVHWV��DQG�DFWLYLWLHV�IURP�KD]DUGRXV�]RQHV��LQFOXGLQJ���L��PLJUDWLRQ�
ZKLFK� LV� YROXQWDU\ �� DQG� SHUPDQHQW� RU� VHPL�SHUPDQHQW�� �$GJHU� HW� DO��� � � � � ��� �LL�� GLVSODFHPHQW�� ZKLFK� LV
LQYROXQWDU\ �DQG�XQIRUHVHHQ��GULYHQ�E\ �HQYLURQPHQWDO�RU�VRFLR�SROLWLFDO�IDFWRUV��%ODFN�HW�DO���� � � � ��,VODP�DQG�. KDQ�
� � � � �� 0 F/ HPDQ�� � � � � �� 0 RUWUHX[ � HW� DO��� � � � � ��� DQG� �LLL�� UHORFDWLRQ� RU� PDQDJHG� UHWUHDW�� ZKLFK� LV� RIWHQ
JRYHUQPHQW�OHG� FRPPXQLW\ � UHVHWWOHPHQW� �: RQJ� HW� DO��� � � � � �� + LQR� HW� DO��� � � � � �� 0 RUWUHX[ � HW� DO��� � � � � ��� 7KHVH
FDWHJRULHV�RYHUODS��DV�GHFLVLRQV�PD\ �EH�FRQVWUDLQHG�DQG�VRPH�UHWUHDW�LV�LQFHQWLYLVHG�WKURXJK�YROXQWDU\ �EX\ RXWV�
3UHYHQWLQJ�QHZ�GHYHORSPHQW�LQ�KLJK�ULVN�DUHDV�DOVR�UHGXFHV�UHWUHDW�QHHGV��

� ��( FRV\ VWHP�EDVHG�DGDSWDWLRQ��( E$��SURYLGHV�ERWK�SURWHFWLYH�DQG�ODQG�FUHDWLQJ�EHQHILWV�WKURXJK�WKH�VXVWDLQDEOH
PDQDJHPHQW�� FRQVHUYDWLRQ�� DQG� UHVWRUDWLRQ� RI� HFRV\ VWHPV� �9DQ� : HVHQEHHFN� HW� DO��� � � � � ��� ( [ DPSOHV� LQFOXGH
FRQVHUYLQJ� RU� UHVWRULQJ� ZHWODQGV� DQG� UHHIV�� ZKLFK� DWWHQXDWH� ZDYHV�� UHGXFH� VWRUP� VXUJH�� WUDS� VHGLPHQWV�� DQG
EXLOG�XS�RUJDQLF�PDWWHU��. UDXVV�HW�DO���� � � � ��=KDQJ�HW�DO���� � � � ��9XLN�HW�DO���� � � � ��5XSSUHFKW�HW�DO���� � � � ��6KHSDUG
HW�DO��� � � � � ��0 F,YRU�HW�DO��� � � � � D��0 F,YRU�HW�DO��� � � � � E��&KHRQJ�HW�DO��� � � � � ��0 F,YRU�HW�DO��� � � � � ��6SDOGLQJ�HW�DO��
� � � � ��� ( E$� LV� DOVR� NQRZQ� DV� 1 DWXUH�EDVHG� 6ROXWLRQV�� ( FRORJLFDO� ( QJLQHHULQJ�� ( FRV\ VWHP�EDVHG� ' LVDVWHU� 5LVN
5HGXFWLRQ��RU�* UHHQ�,QIUDVWUXFWXUH��%ULGJHV��� � � � ��3RQWHH�HW�DO���� � � � ���

0 LJUDWLRQ�DQG�SODQQHG�UHORFDWLRQ�DUH�LQFUHDVLQJO\ �EHLQJ�DGRSWHG�DV�UHVSRQVHV�WR�HQYLURQPHQWDO�FKDQJHV�VXFK�DV�VHD�
OHYHO�ULVH��SDUWLFXODUO\ �LQ�KLJKO\ �YXOQHUDEOH�UHJLRQV�LQFOXGLQJ�WKH�3DFLILF��6RXWK�$VLD��/ DWLQ�$PHULFD��SDUWV�RI�$ IULFD��DQG
ORZ�O\ LQJ� FRDVWDO� $ODVND� �&RQQHOO�� � � � � �� -DQLI� HW� DO��� � � � � �� 3HUXPDO�� � � � � �� 6]DER� HW� DO��� � � � � �� &DOO� HW� DO��� � � � � �
6WRMDQRY�HW�DO���� � � � ��1 DZURW]NL�	 �' H: DDUG��� � � � ��1 DZURW]NL�HW�DO���� � � � ��0 DULQR�	 �/ D]UXV��� � � � ��+ DPLOWRQ�HW�DO��
� � � � ��* UD\ �	 �: LVH��� � � � ���7KH�3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW�KDV�DQDO\ VHG�RYHU�� � � �SODQQHG�UHORFDWLRQ�FDVHV
ZRUOGZLGH�DQG�IRXQG�WKDW�VXFK�UHORFDWLRQV�DUH�D�ZLGHVSUHDG�JOREDO�SKHQRPHQRQ�ZLWK�GRFXPHQWHG�FDVHV�LQ�PRUH
WKDQ� � � � FRXQWULHV� DQG� WHUULWRULHV� �3ODWIRUP� RQ� ' LVDVWHU� ' LVSODFHPHQW�� � � � � ��� 0 DQ\ � FRPPXQLW\ � UHORFDWLRQV� DUH
GULYHQ�E\ �H[ SRVXUH�WR�PXOWLSOH�RYHUODSSLQJ�KD]DUGV�UDWKHU�WKDQ�D�VLQJOH�WKUHDW��FRPSOLFDWLQJ�GHFLVLRQ�PDNLQJ��DQG
PDQ\ � FDVHV� UHPDLQ� RQJRLQJ� \ HDUV� DIWHU� LQLWLDWLRQ�� UHIOHFWLQJ� LQKHUHQW� FRPSOH[ LW\ � DQG� WKH� WLPH� UHTXLUHG� IRU
FRQVXOWDWLRQ��ODQG�DFTXLVLWLRQ��DQG�UHEXLOGLQJ��3ODWIRUP�RQ�' LVDVWHU�' LVSODFHPHQW��� � � � ���

�5�H�W�U�H�D�W���D�Q�G���5�H�O�R�F�D�W�L�R�Q���L�Q���5�H�V�S�R�Q�V�H���W�R���6�H�D���/�H�Y�H�O���5�L�V�H��

� �



0 RVW� FOLPDWH�UHODWHG� PLJUDWLRQ� LV� LQWHUQDO� DQG� VKDSHG� E\ � ULVN� SHUFHSWLRQV� DORQJVLGH� LQGLYLGXDO�� VRFLDO�� HFRQRPLF�
SROLWLFDO��GHPRJUDSKLF��DQG�HQYLURQPHQWDO�IDFWRUV��ZLWK�PRYHV�WKDW�PD\ �EH�VXGGHQ�RU�SUHYHQWLYH��$GJHU�HW�DO���� � � � �
%HWWLQL� 	 � * LROL�� � � � � �� %ODFN� HW� DO��� � � � � �� . RXEL� HW� DO��� � � � � ��� 0 LJUDWLRQ� GHFLVLRQV� GHSHQG� RQ� KRXVHKROG� DVVHWV�
H[ SHULHQFHV� ZLWK� KD]DUGV�� DQG� DFFHVV� WR� LQIRUPDWLRQ�� ZLWK� ZHDOWKLHU� KRXVHKROGV� WHQGLQJ� WR� UHORFDWH� PRUH� UHDGLO\
DQG�SRRUHU�KRXVHKROGV�PRUH�OLNHO\ �WR�UHPDLQ�DQG�IDFH�KLJKHU�ORVVHV�ZKHQ�GLVDVWHUV�VWULNH��/ RJDQ�HW�DO���� � � � ��0 LODQ
	 �5XDQR��� � � � ��&DOO�HW�DO���� � � � ���3HUFHSWLRQV�RI�ULVN�LQIOXHQFH�ZKHWKHU�SHRSOH�VWD\ �RU�PRYH��DQG�PRVW�PRYHPHQW�LQ
FOLPDWH�VWUHVVHG�FRQWH[ WV�RFFXUV�ZLWKLQ�QDWLRQDO�ERUGHUV� �+ XQWHU�HW�DO��� � � � � �� . RXEL�HW�DO��� � � � � ��0 F/ HPDQ�� � � � � �
: DUQHU�	 �$ ILIL��� � � � ��1 DZURW]NL�HW�DO���� � � � ���

: LWKRXW�LPPHGLDWH�WUDQVIRUPDWLYH�LQYHVWPHQWV�LQ�UHVLOLHQFH��FOLPDWH�GULYHQ�GLVDVWHU�ULVNV�DUH�SURMHFWHG�WR�RXWSDFH
WKH� FDSDFLW\ � RI� PDQ\ � 3DFLILF� 6,' 6� WR� FRSH� �8 1 ( 6&$3�� � � � � ��� ( YLGHQFH� RQ� WKH� FRVWV� RI� UHWUHDW� DQG� UHORFDWLRQ
UHPDLQV�OLPLWHG��FRPSOLFDWLQJ�EXGJHWLQJ�DQG�SODQQLQJ��,3&&��� � � � ��* ROGILQFK�	 �+ XFNVWHS��� � � � ���' RFXPHQWHG�FRVWV
RI�PDQDJHG�UHWUHDW�YDU\ �ZLGHO\ ��IURP�DERXW�d� � �� � � �WR�d� � � �� � � �SHU�KRPH�LQ�8 . �SLORWV��WR�DURXQG�8 6� � � �� � � �SHU
KRXVHKROG�LQ�)LML��WR�DSSUR[ LPDWHO\ �8 6� � � � �� � � �SHU�SHUVRQ�LQ�KLJK�FRVW�FRQWH[ WV�VXFK�DV�FRDVWDO�$ODVND�DQG�,VOH�GH
-HDQ� &KDUOHV�� / RXLVLDQD� �5HJHQHULV� &RQVXOWLQJ�� � � � � �� + LQR� HW� DO��� � � � � ��� ,Q� &KLQD�� JRYHUQPHQW�IXQGHG� UHWUHDW
VXEVLGLHV�KDYH�EHHQ�RQ�WKH�RUGHU�RI�8 6� � �� � � q� �� � � �SHU�KRXVHKROG��DQG�WKH�UHVHWWOHPHQW�RI� � � �KRXVHKROGV�IURP
,VOH�GH�-HDQ�&KDUOHV�LV�EXGJHWHG�DW�DERXW�8 6� � � �PLOOLRQ��/ HL�HW�DO���� � � � ��6WDWH�RI�/ RXLVLDQD��� � � � ���)XOO\ �FRPSOHWHG
UHORFDWLRQV�FDQ�HOLPLQDWH�RQJRLQJ�PDLQWHQDQFH�FRVWV�IRU�SURWHFWLYH�LQIUDVWUXFWXUH�DW�ROG�VLWHV��ZKHUHDV�SDUWLDO�PRYHV
PD\ � UDLVH� WRWDO� FRVWV� E\ � DGGLQJ� QHZ� LQIUDVWUXFWXUH� ZKLOH� VRPH� ROG� DVVHWV� VWLOO� UHTXLUH� XSNHHS� �+ LQR� HW� DO��� � � � � �
6XSSDVUL� HW� DO��� � � � � ��� 2 YHUDOO�� WKHUH� LV� OLWWOH� HYLGHQFH� UHJDUGLQJ� WKH� HFRQRPLF� Hð FLHQF\ � RU� FRVW�Hï HFWLYHQHVV� RI
UHWUHDW�DV�DQ�DGDSWDWLRQ�VWUDWHJ\ ��,3&&��� � � � ���

3ODQQHG� FRPPXQLW\ � UHORFDWLRQ� LQ� ORZ�O\ LQJ�� KLJK�ULVN� DUHDV� LV� W\ SLFDOO\ � WULJJHUHG� E\ � H[ WUHPH� HYHQWV� EXW� DLPV� WR
DGGUHVV� ORQJ�WHUP�� SURJUHVVLYH� ULVNV� VXFK� DV� VHD�OHYHO� ULVH� �+ LQR� HW� DO��� � � � � �� 0 RUWUHX[ � HW� DO��� � � � � �� 0 F$GDP� 	
)HUULV�� � � � � �� 0 RUULVRQ�� � � � � ��� 1 RWDEOH� H[ DPSOHV� LQFOXGH� SRVW�. DWULQD� LQLWLDWLYHV� LQ� / RXLVLDQD�� UHWUHDWV� RI� $ODVND
1 DWLYH�YLOODJHV��FRPPXQLW\ �PRYHV�LQ�WKH�6RORPRQ�,VODQGV��. LULEDWL
V�SXUFKDVH�RI�ODQG�LQ�)LML�DV�D�SRWHQWLDO�UHORFDWLRQ
VLWH��JRYHUQPHQW�OHG�YLOODJH�UHORFDWLRQV�LQ�9LHWQDP
V�0 HNRQJ�' HOWD��DQG�PDQDJHG�UHDOLJQPHQW�SURMHFWV�RQ�( XURSHDQ
FRDVWV��%DUELHU��� � � � ��%URQHQ�	 �&KDSLQ��� � � � � � ��$OEHUW�HW�DO��� � � � � ��+ HUPDQQ�	 � . HPSI�� � � � � ��&ROOLQV�HW�DO��� � � � � �
( VWHYHV�� � � � � ��� $FURVV� FDVHV�� LQHTXDOLWLHV� VKDSH� RXWFRPHV�� DV� UHVRXUFHIXO� KRXVHKROGV� RU� FRPPXQLWLHV� WHQG� WR
LQLWLDWH� UHORFDWLRQ� PRUH� UHDGLO\ � ZKLOH� SRRUHU� JURXSV� RIWHQ� VXï HU� JUHDWHU� ORVVHV� DQG� KDYH� IHZHU� FKRLFHV�� PDNLQJ
HTXLW\ �FHQWUDO�WR�FOLPDWH�PRELOLW\ �SROLF\ ��0 LODQ�	 �5XDQR��� � � � ��/ RJDQ�HW�DO���� � � � ��&DOO�HW�DO���� � � � ��0 RUWUHX[ �HW�DO��
� � � � ���7KLV�XQGHUVFRUHV�WKDW�SODQQHG�UHORFDWLRQ�FDQ�UHGXFH�FOLPDWH�YXOQHUDELOLW\ �LI�GRQH�ZHOO�EXW�ULVNV�H[ DFHUEDWLQJ
KDUGVKLS�LI�QRW�PDQDJHG�HTXLWDEO\ ��0 RUWUHX[ �HW�DO���� � � � ��: LOPVHQ�	 �: HEEHU��� � � � ���

7KHUH�LV�YHU\ �KLJK�FRQILGHQFH�WKDW�UHORFDWLQJ�VHWWOHPHQWV�DZD\ �IURP�KLJK�ULVN�]RQHV�UHGXFHV�H[ SRVXUH�DQG�ULVN�IURP
VHD�OHYHO�ULVH�DQG�UHODWHG�KD]DUGV��PHDQLQJ�WKDW�UHWUHDW�FDQ�Hï HFWLYHO\ �HOLPLQDWH�GLUHFW�SK\ VLFDO�H[ SRVXUH�IRU�SHRSOH
DQG� DVVHWV� �+ DXHU�� � � � � �� 6KD\ HJK� HW� DO��� � � � � �� * LROL� HW� DO��� � � � � �� 0 RUULVRQ�� � � � � ��� 1 RQHWKHOHVV�� UHORFDWLRQ� FDQ
GLVUXSW�VRFLDO�QHWZRUNV��UHVWULFW�DFFHVV�WR�WUDGLWLRQDO�OLYHOLKRRGV�RU�VHUYLFHV��DQG�FKDOOHQJH�HFRQRPLF�RSSRUWXQLWLHV
DQG�FXOWXUDO�ZHOO�EHLQJ��SURGXFLQJ�FRPSOH[ �Hï HFWV�LQ�RULJLQ�DQG�GHVWLQDWLRQ�FRPPXQLWLHV� �$GDPV�� � � � � ��+ HUDWK�HW
DO��� � � � � �� -RQHV� 	 � &ODUN�� � � � � �� . XUD� HW� DO��� � � � � �� 0 F1 DPDUD� HW� DO��� � � � � ��� 0 LJUDWLRQ� RU� UHORFDWLRQ� FDQ� DOVR� \ LHOG
EHQHILWV��LQFOXGLQJ�EHWWHU�DFFHVV�WR�KHDOWKFDUH��HGXFDWLRQ��DQG�ODERXU�PDUNHWV� IRU�PRYHUV�DQG�SRWHQWLDO�HFRQRPLF
JDLQV� LQ� GHVWLQDWLRQ� DUHDV�� DOWKRXJK� SUHVVXUHV� RQ� VHUYLFHV�� FRPSHWLWLRQ� IRU� UHVRXUFHV�� DQG� FXOWXUDO� ORVV� PD\
DFFRPSDQ\ � LQIORZV� �: UDWKDOO� 	 � 6XFNDOO�� � � � � �� GH� + DDV�� � � � � �� 6FKHï UDQ� HW� DO��� � � � � �� : HU] � 	 � + Rï PDQ�� � � � � �
0 F1 DPDUD� HW� DO��� � � � � �� $OEHUW� HW� DO��� � � � � ��� 2 XWFRPHV� DUH� KLJKO\ � XQHYHQ�� ZLWK� VRPH� UHORFDWLRQV� UHGXFLQJ
YXOQHUDELOLW\ �DQG�RWKHUV�GHHSHQLQJ�SRYHUW\ �RU�PDUJLQDOLVDWLRQ��ZKLFK�VKRZV�WKDW�VXFFHVV�GHSHQGV�RQ�WLPLQJ��SURFHVV
TXDOLW\ ��SDUWLFLSDWLRQ��DQG�HTXLWDEOH�GHFLVLRQ�PDNLQJ��: LOPVHQ�	 �: HEEHU��� � � � ��+ HUDWK�HW�DO���� � � � ��0 RUWUHX[ �HW�DO��
� � � � ��1 \ JUHQ�	 �: D\ HVVD��� � � � ���

� �



)LJXUH�� ��)URP�7HFKQLFDO�6XPPDU\��)LJXUH 76�� � �SDQHOV�F�	 �G���k6HD�OHYHO�ULVH�ULVNV�DQG�UHVSRQVHV���F��VXPPDU\
DVVHVVPHQW�RI�UHVSRQVH�RSWLRQV���G��JHQHULF�VWHSV�RI�DGDSWLYH�GHFLVLRQ�PDNLQJ�DQG�HQDEOLQJ�FRQGLWLRQV�y�,Q�+ ��2�
3ÙUWQHU�HW DO���( GV����,3&&�652�

� �



$� PDMRU� SROLF\ � GHYHORSPHQW� KDV� EHHQ� WKH� � � � � � * XLGDQFH� RQ� 3ODQQHG� 5HORFDWLRQ�� FR�DXWKRUHG� E\ � 8 1 + &5�� WKH
%URRNLQJV� ,QVWLWXWLRQ�� DQG� * HRUJHWRZQ� 8 QLYHUVLW\ �� DQG� WKH� � � � � � 3ODQQHG� 5HORFDWLRQ� 7RROER[ �� ZKLFK� WRJHWKHU
SURYLGH� DQ� LQWHUQDWLRQDO� IUDPHZRUN� DQG� SUDFWLFDO� WRROV� IRU� JRYHUQPHQWV� FRQVLGHULQJ� SODQQHG� UHORFDWLRQ� LQ� WKH
FRQWH[ W� RI� FOLPDWH� FKDQJH� DQG� HQYLURQPHQWDO� KD]DUGV� �8 1 + &5�� %URRNLQJV� ,QVWLWXWLRQ�� 	 � * HRUJHWRZQ� 8 QLYHUVLW\ �
� � � � ��* HRUJHWRZQ�8 QLYHUVLW\ ��,2 0 ��	 �8 1 + &5��� � � � ���7KH�* XLGDQFH�VHWV�RXW�ULJKWV�EDVHG�SULQFLSOHV�WR�KHOS�VWDWHV
GHFLGH�LI��ZKHQ��DQG�KRZ�WR�XQGHUWDNH�SODQQHG�UHORFDWLRQV�DQG�VWUHVVHV�UHORFDWLRQ�DV�D�ODVW�UHVRUW�FDUULHG�RXW�LQ
ZD\ V�WKDW�SURWHFW�ULJKWV��FXOWXUH��DQG�LGHQWLW\ ��HVSHFLDOO\ �IRU�,QGLJHQRXV�SHRSOHV��8 1 + &5��%URRNLQJV�,QVWLWXWLRQ�� 	
* HRUJHWRZQ�8 QLYHUVLW\ �� � � � � ��� ,W�RXWOLQHV�D�SKDVHG�SURFHVV�DQG�FDOOV�IRU�FRPSUHKHQVLYH�GRPHVWLF�OHJDO�DQG�SROLF\
IUDPHZRUNV�� FRPPXQLW\ � SDUWLFLSDWLRQ� DQG� JULHYDQFH� PHFKDQLVPV�� LQWHJUDWLRQ� ZLWK� ODQG�XVH� DQG� GHYHORSPHQW
SODQQLQJ��DQG�SURYLVLRQV� IRU�WLPHO\ �DQG�VXð FLHQW�IXQGLQJ��UHFRJQL]LQJ�WKH�KLJK�FRVWV�LQYROYHG�DQG�WKH�OLNHOLKRRG�RI
QHHGLQJ�LQWHUQDWLRQDO�VXSSRUW��ZKLOH�QRW�SUHVFULELQJ�VSHFLILF�LQVWUXPHQWV�RU�EXGJHWV��8 1 + &5��%URRNLQJV�,QVWLWXWLRQ�
	 � * HRUJHWRZQ� 8 QLYHUVLW\ �� � � � � ��� 7KH� 7RROER[ � RSHUDWLRQDOL]HV� WKHVH� SULQFLSOHV� ZLWK� FKHFNOLVWV� DFURVV� ODZ� DQG
JRYHUQDQFH��QHHGV�DQG�LPSDFWV��SDUWLFLSDWLRQ��ODQG��DQG�PRQLWRULQJ�DQG�HYDOXDWLRQ��DQG�DFURVV�GHFLVLRQ��SODQQLQJ��DQG
LPSOHPHQWDWLRQ� SKDVHV�� HPSKDVLVLQJ� HDUO\ � FRVW� HVWLPDWLRQ�� UHVRXUFH� SODQQLQJ�� ILQDQFLQJ� RSWLRQV�� DQG� EXGJHWLQJ� IRU
ERWK�FDSLWDO�DQG�RSHUDWLQJ�FRVWV�ZLWKRXW�UHFRPPHQGLQJ�VWDQGDUGLVHG�FRVW�IRUPXODV��* HRUJHWRZQ�8 QLYHUVLW\ �� ,2 0 �
	 � 8 1 + &5�� � � � � ��� 7RJHWKHU�� WKH� * XLGDQFH� DQG� 7RROER[ � HVWDEOLVK� REOLJDWLRQV� IRU� ULJKWV�EDVHG�� SDUWLFLSDWRU\ �� DQG
DGHTXDWHO\ � UHVRXUFHG� SODQQHG� UHORFDWLRQ�� ZKLOH� OHDYLQJ� FRXQWU\ �� OHYHO� FRVWLQJV� DQG� ILQDQFLQJ� SODQV� WR� QDWLRQDO
DXWKRULWLHV�DQG�SURMHFWV��8 1 + &5��%URRNLQJV�,QVWLWXWLRQ�� 	 � * HRUJHWRZQ�8 QLYHUVLW\ �� � � � � �� * HRUJHWRZQ�8 QLYHUVLW\ �
,2 0 ��	 �8 1 + &5��� � � � ���

7KH� 8 QLWHG� 1 DWLRQV� 6SHFLDO� 5DSSRUWHXU� RQ� WKH� KXPDQ� ULJKWV� RI� LQWHUQDOO\ � GLVSODFHG� SHUVRQV� KDV� REVHUYHG� WKDW
FOLPDWH�UHODWHG�UHORFDWLRQV�PD\ �EHFRPH�LQFUHDVLQJO\ �LQHYLWDEOH�DV�VRPH�SODFHV�EHFRPH�XQLQKDELWDEOH�RU�GLVDSSHDU�
ZKLOH�HPSKDVLVLQJ�WKDW�SODQQHG�UHORFDWLRQV�VKRXOG�UHPDLQ�PHDVXUHV�RI�ODVW�UHVRUW�XQGHUWDNHQ�RQO\ �ZKHQ�VXVWDLQLQJ
FRPPXQLWLHV� LQ� SODFH� LV� QR� ORQJHU� SRVVLEOH� �* DYLULD� %HWDQFXU�� � � � � ��� 7KH� UHSRUW� FDXWLRQV� WKDW� UHORFDWLRQV� FDUU\
VLJQLILFDQW� ULVNV� WR� D� ZLGH� UDQJH� RI� ULJKWV� DQG� FDQ� KDYH� SURIRXQG� VRFLDO� DQG� FXOWXUDO� FRQVHTXHQFHV�� EXW� WKDW� ZHOO�
SODQQHG�� DGHTXDWHO\ � ILQDQFHG�� DQG� LQFOXVLYHO\ � LPSOHPHQWHG� UHORFDWLRQV� FDQ� PLWLJDWH� GLVSODFHPHQW� DQG� OD\ � WKH
JURXQGZRUN� IRU� GXUDEOH� VROXWLRQV� ZKHQ� QR� RWKHU� RSWLRQV� UHPDLQ� �* DYLULD� %HWDQFXU�� � � � � ��� $FKLHYLQJ� VXFK
RXWFRPHV� UHTXLUHV� D� JRYHUQPHQW�OHG�� ZKROH�RI�VRFLHW\ � DSSURDFK� JURXQGHG� LQ� KXPDQ� ULJKWV� QRUPV� DQG� VWDQGDUGV
�* DYLULD�%HWDQFXU��� � � � ���

7KHUH�LV�YHU\ �KLJK�FRQILGHQFH�WKDW�UHWUHDW�Hï HFWLYHO\ �UHGXFHV�6/ 5�ULVNV�E\ �UHPRYLQJ�H[ SRVXUH� �* LROL�HW�DO��� � � � � �
6KD\ HJK� HW� DO��� � � � � �� + DXHU�� � � � � �� 0 RUULVRQ�� � � � � ��� + RZHYHU�� WKH� FRQVHTXHQFHV� IRU� RULJLQ� DQG� GHVWLQDWLRQ
FRPPXQLWLHV� DUH� FRPSOH[ �� Dï HFWLQJ� VRFLDO� QHWZRUNV�� DFFHVV� WR� VHUYLFHV�� HFRQRPLF� RSSRUWXQLWLHV�� DQG� ZHOO�EHLQJ
�-RQHV�DQG�&ODUN��� � � � ��$GDPV��� � � � ��+ HUDWK�HW�DO��� � � � � �� . XUD�HW�DO��� � � � � ��0 F1 DPDUD�HW�DO��� � � � � ���0 LJUDWLRQ�FDQ
LPSURYH� DFFHVV� WR� KHDOWK�� HGXFDWLRQ�� DQG� ODERXU� PDUNHWV� �: UDWKDOO� DQG� 6XFNDOO�� � � � � ��� DQG� GHVWLQDWLRQ� DUHDV� PD\
EHQHILW� HFRQRPLFDOO\ � �GH� + DDV�� � � � � �� 6FKHï UDQ� HW� DO��� � � � � ��� EXW� GUDZEDFNV� LQFOXGH� FRPSHWLWLRQ� IRU� UHVRXUFHV�
SUHVVXUH� RQ� VHUYLFHV�� DQG� FXOWXUDO� ORVV� �: HU] � DQG� + Rï PDQ�� � � � � �� 0 F1 DPDUD� HW� DO��� � � � � �� $OEHUW� HW� DO��� � � � � ��
2 XWFRPHV� DUH� KLJKO\ � XQHYHQ�� ZLWK� VRPH� VFKHPHV� UHGXFLQJ� YXOQHUDELOLW\ � EXW� RWKHUV� OHDGLQJ� WR� IXUWKHU
LPSRYHULVKPHQW� �: LOPVHQ� DQG� : HEEHU�� � � � � �� + HUDWK� HW� DO��� � � � � �� 0 RUWUHX[ � HW� DO��� � � � � �� 1 \ JUHQ� DQG� : D\ HVVD�
� � � � ���

2 YHU�WKH�SDVW�GHFDGH��PDQ\ �FRXQWULHV�KDYH�DGYDQFHG�QDWLRQDO�FOLPDWH�DGDSWDWLRQ�SODQV�WKDW�DGGUHVV�PRELOLW\ ��ZLWK
� � �SHUFHQW�RI� � � �1 DWLRQDO�$GDSWDWLRQ�3ODQV� IURP�GHYHORSLQJ�FRXQWULHV�UHIHUHQFLQJ�FOLPDWH�UHODWHG�KXPDQ�PRELOLW\
DQG�� � �SHUFHQW�LQFOXGLQJ�FRQFUHWH�PHDVXUHV��6/ <&$1 �7UXVW��� � � � ���,Q�WKH�3DFLILF��FOLPDWH�PRELOLW\ �KDV�VKLIWHG�IURP
D�WKHRUHWLFDO�FRQFHUQ�WR�D�SROLF\ �DQG�ILVFDO�LPSHUDWLYH��DV�FRPPXQLWLHV�IURP�YLOODJHV�DQG�DWROOV�WR�SURYLQFLDO�FDSLWDOV
IDFH�SRWHQWLDO�UHORFDWLRQ�FKRLFHV�WKDW�PXVW�EH�FRVWHG�DQG�MXVWLILHG�WR�SDUOLDPHQWV�DQG�LQWHUQDWLRQDO�SDUWQHUV��,3&&�
� � � � ���

�5�H�O�R�F�D�W�L�R�Q���D�Q�G���5�H�W�U�H�D�W���L�Q���3�R�O�L�F�\�����3�O�D�Q�Q�L�Q�J�����D�Q�G���3�U�D�F�W�L�F�H

� �



8 QGHU� WKH� 8 1 )&&&�� WKH� : DUVDZ� ,QWHUQDWLRQDO� 0 HFKDQLVP� IRU� / RVV� DQG� ' DPDJH�� HVWDEOLVKHG� DW� &2 3� � � LQ� � � � �
DQG�DQFKRUHG�LQ�$UWLFOH� � �RI�WKH�3DULV�$JUHHPHQW��VHUYHV�DV�WKH�PDLQ�LQWHUQDWLRQDO�IUDPHZRUN� IRU�DGGUHVVLQJ�ORVV
DQG�GDPDJH�LQ�YXOQHUDEOH�FRXQWULHV��ZLWK�D�PDQGDWH�WKDW�H[ SOLFLWO\ �LQFOXGHV�KXPDQ�PRELOLW\ �WKURXJK�WKH�7DVN�)RUFH
RQ�' LVSODFHPHQW��8 1 )&&&��� � � � ��8 1 )&&&��� � � � ���. H\ �PLOHVWRQHV�LQFOXGH�WKH�FUHDWLRQ�RI�WKH�6DQWLDJR�1 HWZRUN
WR� IDFLOLWDWH� WHFKQLFDO� DVVLVWDQFH� DQG� WKH� HVWDEOLVKPHQW� RI� D� / RVV� DQG� ' DPDJH� )XQG�� QRZ� EHLQJ� RSHUDWLRQDOLVHG� WR
SURYLGH� ILQDQFLDO� VXSSRUW� IRU� ULVN� PDQDJHPHQW� DQG� GLJQLILHG� UHORFDWLRQ�� ZKLOH� WKH� : ,0 � SURPRWHV� HYLGHQFH�EDVHG
DSSURDFKHV�DQG�H[ LVWLQJ�LQWHUQDWLRQDO�JXLGDQFH�UDWKHU�WKDQ�D�VLQJOH�UHORFDWLRQ�PRGHO� �8 1 )&&&�� � � � � �� 8 1 )&&&�
� � � � �� 8 1 )&&&�� � � � � ��� $ � � � � � � PDSSLQJ� E\ � WKH� 7DVN� )RUFH� IRXQG� WKDW� PLJUDWLRQ�� GLVSODFHPHQW�� DQG� SODQQHG
UHORFDWLRQ� KDYH� EHFRPH� PRUH� LQWHJUDWHG� LQWR� EURDGHU� JOREDO� IUDPHZRUNV� VLQFH� WKH� 3DULV� $JUHHPHQW�� RSHQLQJ
RSSRUWXQLWLHV�WR�DGGUHVV�UHORFDWLRQ�ZLWKLQ�DJHQGDV�RQ�PRELOLW\ ��ULJKWV��GLVDVWHU�ULVN�UHGXFWLRQ��DQG�WKH�6XVWDLQDEOH
' HYHORSPHQW� * RDOV�� DQG� XUJLQJ� WUDQVODWLRQ� RI� FRPPLWPHQWV� LQWR� QDWLRQDO� ODZV�� SROLFLHV�� DQG� EXGJHWV� �8 1 )&&&�
� � � � ���3ROLF\ PDNHUV�LQFUHDVLQJO\ �UHFRJQLVH�WKDW�UREXVW�SROLF\ � IUDPHZRUNV�DQG�SUDFWLFDO�WRROV�DUH�HVVHQWLDO�WR�JXLGH
FRPSOH[ �GHFLVLRQV�RQ�FOLPDWH�UHODWHG�PRYHPHQW��DQG�3DFLILF�FRXQWULHV�DUH�DW�WKH�IRUHIURQW�RI�WUDQVODWLQJ�SODQV�LQWR
DFWLRQ�ZKLOH�EDODQFLQJ�LPPHGLDWH�QHHGV�ZLWK�ORQJ�WHUP�UHVLOLHQFH��' XUDQG�' HODFUH�HW�DO���� � � � ���

3DFLILF� ,VODQG�QDWLRQV�DUH�DGGUHVVLQJ�FOLPDWH�LQGXFHG�UHORFDWLRQ�DW�PXOWLSOH�OHYHOV�WKURXJK�GLYHUVH�DSSURDFKHV�WKDW
LQFOXGH� FUDIWLQJ� SROLFLHV�� ODXQFKLQJ� FRPPXQLW\ � UHORFDWLRQV�� DQG� HVWDEOLVKLQJ� IXQGLQJ� PHFKDQLVPV�� RIWHQ� LQWHJUDWLQJ
FOLPDWH� PRELOLW\ � LQWR� EURDGHU� DGDSWDWLRQ�� GLVDVWHU� ULVN�� DQG� ORVV� DQG� GDPDJH� IUDPHZRUNV� RU� WUHDWLQJ� LW� DV� D
VWDQGDORQH�LVVXH��* RYHUQPHQW�RI�9DQXDWX��� � � � ��* RYHUQPHQW�RI�6RORPRQ�,VODQGV��� � � � ��3,) 6��� � � � ��3,) 6��� � � � ���$V
VHD�OHYHO� ULVH� DQG� H[ WUHPH� HYHQWV� LQWHQVLI\ � WKUHDWV�� FRXQWULHV� IDFH� FRPSOH[ � SROLF\ � DQG� ILQDQFLDO� KXUGOHV�� \ HW� WKH\
VKDUH�D�FRPPLWPHQW�WR�VROXWLRQV�WKDW�SURWHFW�SRSXODWLRQV�DQG�FXOWXUDO�FRQWLQXLW\ ��3,) 6��� � � � ���

� �� 0 DUVKDOO� ,VODQGV�� 7KH� 5HSXEOLF� RI� WKH� 0 DUVKDOO� ,VODQGV� LV� IRUPXODWLQJ� D� ZKLWH� SDSHU� FDSWXULQJ� FRPPXQLW\ � DQG
WUDGLWLRQDO�OHDGHUVKLS�SHUVSHFWLYHV�RQ�SODQQHG�UHORFDWLRQ�WR�LQIRUP�JRYHUQPHQW�GHFLVLRQ�PDNLQJ�DQG�KDV�RXWOLQHG
UHORFDWLRQ�DV�SDUW�RI�D�FHQWXU\ �VFDOH�VXUYLYDO�SODQ��LQFOXGLQJ�HOHYDWLQJ�DWROOV�DV�VHW�RXW�LQ�LWV�1 DWLRQDO�$GDSWDWLRQ
3ODQ��5HSXEOLF�RI�WKH�0 DUVKDOO�,VODQGV��� � � � ���3XEOLF�GLVFRXUVH�HPSKDVLVHV�D�SUHIHUHQFH�IRU�VWD\ LQJ�LQ�SODFH�ZKHUH
SRVVLEOH��ZLWK�UHORFDWLRQ�DV�D�ODVW�UHVRUW�DQG�ZLWK�PHDVXUHV�WR�HQDEOH�UHVLGHQFH�LQ�FRXQWU\ �WR�WKH�JUHDWHVW�H[ WHQW
IHDVLEOH��5HSXEOLF�RI�WKH�0 DUVKDOO�,VODQGV��� � � � ���

�3�D�F�L�I�L�F���5�H�J�L�R�Q�D�O���D�Q�G���1�D�W�L�R�Q�D�O���$�S�S�U�R�D�F�K�H�V��

� �� 3DSXD� 1 HZ� * XLQHD�� 3DSXD� 1 HZ� * XLQHD� LV� GHYHORSLQJ� D� QDWLRQDO� 3ODQQHG� 5HORFDWLRQ� 3ROLF\ � LQIRUPHG� E\
FRQVXOWDWLRQV�� EXLOGLQJ� RQ� H[ SHULHQFH� IURP� FOLPDWH�GULYHQ� UHORFDWLRQV� VXFK� DV� WKH� &DUWHUHW� ,VODQGHUV� PRYLQJ� WR
%RXJDLQYLOOH�� ZKLFK� KLJKOLJKWHG� ODQG� DYDLODELOLW\ �� FRPPXQLW\ � DFFHSWDQFH�� DQG� OLYHOLKRRG� VXSSRUW� DW� WKH� UHORFDWLRQ
VLWH�DV�NH\ �IDFWRUV��,2 0 �31 * �	 �&&' $ ��� � � � ��&RQQHOO��� � � � ���

� �� ) LML��) LML�KDV�LPSOHPHQWHG�FRPPXQLW\ �UHORFDWLRQV�DQG�FUHDWHG�QDWLRQDO�SURFHGXUHV�LQFOXGLQJ�3ODQQHG�5HORFDWLRQ
* XLGHOLQHV��� � � � ��DQG�D�6WDQGDUG�2 SHUDWLQJ�3URFHGXUHV�GRFXPHQW��� � � � ���ZKLOH�HVWDEOLVKLQJ�D�GHGLFDWHG�&OLPDWH
5HORFDWLRQ�RI�&RPPXQLWLHV�7UXVW�)XQG�WKURXJK�� � � � �OHJLVODWLRQ�WR�ILQDQFH�UHORFDWLRQ�IURP�ODQG�SXUFKDVH�WKURXJK
KRXVLQJ�DQG�LQIUDVWUXFWXUH��5HSXEOLF�RI�) LML��� � � � ��* RYHUQPHQW�RI�) LML��� � � � ���

� �� 3DODX�� 3DODX
V� 1 DWLRQDO� $GDSWDWLRQ� 3ODQ� SURFHVV� H[ SOLFLWO\ � DGGUHVVHV� FOLPDWH� PRELOLW\ �� LQFOXGLQJ� GLVSODFHPHQW�
PLJUDWLRQ��DQG�SODQQHG�UHORFDWLRQ��VXSSRUWHG�E\ �FRPPLVVLRQHG�UHVHDUFK�DQG�SDUWQHUVKLSV�ZLWK�WKH�* OREDO�&HQWUH
IRU� &OLPDWH� 0 RELOLW\ � WR� VWUHQJWKHQ� LQVWLWXWLRQDO� FDSDFLW\ � DQG� GHYHORS� SURWRFROV� ZKLOH� SULRULWLVLQJ� LQ�SODFH
SURWHFWLRQ� ZKHUH� IHDVLEOH� �* OREDO� &HQWUH� IRU� &OLPDWH� 0 RELOLW\ � 	 � * RYHUQPHQW� RI� 3DODX�� � � � � �� 1 $3� * OREDO
1 HWZRUN��� � � � ���

� �



� �� 9DQXDWX�� 9DQXDWX
V� � � � � � 1 DWLRQDO� 3ROLF\ � RQ� &OLPDWH� &KDQJH� DQG� ' LVDVWHU�,QGXFHG� ' LVSODFHPHQW� SURYLGHV
JXLGDQFH� RQ� SURWHFWLQJ� SHRSOH� IRUFHG� WR� PRYH� E\ � FOLPDWH� LPSDFWV�� DQG� WKH� � � � � � / RVV� DQG� ' DPDJH� 3ROLF\ � DQG
,PSOHPHQWDWLRQ� 3ODQ� IHDWXUHV� FOLPDWH� PRELOLW\ �� LQFOXGLQJ� SODQQHG� UHORFDWLRQ�� DV� D� NH\ � IRFXV� WKDW� OLQNV� UHORFDWLRQ
ZLWK�GHYHORSPHQW�DQG�ULVN�UHGXFWLRQ�Hï RUWV��* RYHUQPHQW�RI�9DQXDWX��� � � � ��* RYHUQPHQW�RI�9DQXDWX��� � � � ���

� ��1 DXUX��1 DXUX
V�+ LJKHU�* URXQG�,QLWLDWLYH�LV�D�� � �\ HDU�PDQDJHG�UHWUHDW�VWUDWHJ\ �WR�UHKDELOLWDWH�DQG�GHYHORS�WKH
LVODQG
V�KLJKHU�LQWHULRU�SODWHDX�IRU�KDELWDWLRQ��JUDGXDOO\ �UHORFDWLQJ�FRPPXQLWLHV�DQG�NH\ �LQIUDVWUXFWXUH�DZD\ � IURP
WKH�ORZ�O\ LQJ�FRDVW�DV�D�SURDFWLYH�VXUYLYDO�PHDVXUH��* RYHUQPHQW�RI�1 DXUX��� � � � ��35,) ��� � � � ���

� �� 7XYDOX�� 7XYDOX� LV� GUDIWLQJ� RSHUDWLRQDO� JXLGHOLQHV� RQ� FOLPDWH�UHODWHG� KXPDQ� PRELOLW\ � ZLWKLQ� QDWLRQDO� FOLPDWH
SROLF\ �� PDLQWDLQLQJ� UHORFDWLRQ� DV� D� ODVW� UHVRUW� ZKLOH� VHHNLQJ� KXPDQH� SODQQLQJ� IRU� HYDFXDWLRQ�� GLVSODFHPHQW�� RU
UHORFDWLRQ� FRQVLVWHQW� ZLWK� FXOWXUDO� YDOXHV� DQG� FRPSOHPHQWDU\ � SDWKZD\ V� VXFK� DV� ODERXU� PRELOLW\ � �+ XPDQ� 5LJKWV
: DWFK��� � � � ���

� �� 6RORPRQ� ,VODQGV�� 7KH� 6RORPRQ� ,VODQGV� LVVXHG� 3ODQQHG� 5HORFDWLRQ� * XLGHOLQHV� LQ� � � � � � WKDW� FRGLI\ � QDWLRQDO
SURFHVVHV�IRU�FRPPXQLWLHV�QHHGLQJ�WR�PRYH�GXH�WR�FOLPDWH�RU�GLVDVWHU��HPSKDVLVLQJ�FRQVXOWDWLRQ��FXVWRPDU\ �ODQG
FRQVLGHUDWLRQV�� DQG� SRVW�UHORFDWLRQ� VXSSRUW�� DPLG� GRFXPHQWHG� FDVHV� RI� FRPPXQLW\ � PRYHV� DQG� UHHI� LVODQG� ORVV
�* RYHUQPHQW�RI�6RORPRQ�,VODQGV��� � � � ��$OEHUW�HW�DO���� � � � ��$OEHUW�HW�DO���� � � � ���

' HVSLWH�SROLF\ �PRPHQWXP�DQG�XUJHQF\ ��PRVW�3DFLILF�JRYHUQPHQWV�ODFN�D�SUDFWLFDO��VKDUHG�PHWKRGRORJ\ �WR�HVWLPDWH
WKH� IXOO� FRVWV� RI� UHORFDWLRQ�� FUHDWLQJ� FKDOOHQJHV� IRU� EXGJHWLQJ�� H[ HFXWLRQ�� DQG� FUHGLELOLW\ � ZLWK� FRPPXQLWLHV� DQG
ILQDQFLHUV� �7KRUQWRQ�� � � � � ��� ' HYHORSLQJ� UREXVW� FRVW� DQG� EHQHILW� DVVHVVPHQWV� IRU� DGDSWDWLRQ� RSWLRQV�� LQFOXGLQJ
SODQQHG� UHORFDWLRQ�� FDQ� VXSSRUW� SULRULWLVDWLRQ� RI� VFDUFH� IXQGV� DQG� FDWDO\ VH� VWDNHKROGHU� GLDORJXH� RQ� JRDOV�
DVVXPSWLRQV��DQG�YDOXHV��IRVWHULQJ�FR�RZQHUVKLS�DQG�VKDUHG�UHVSRQVLELOLW\ �LQ�LPSOHPHQWDWLRQ��8 1 )&&&��� � � � ���

6\ VWHPDWLFDOO\ �HYDOXDWLQJ�WKH�FRVWV�DQG�EHQHILWV�RI�UHVSRQVHV�WR�VHD�OHYHO�ULVH�VXSSRUWV�PRUH�LQIRUPHG�GHFLVLRQV�RQ
DOORFDWLQJ�OLPLWHG� IXQGV�ZKLOH�UHFRJQLVLQJ�WKDW�SDUWLFLSDWRU\ �SURFHVVHV�FDQ�FODULI\ �REMHFWLYHV��WHVW�DVVXPSWLRQV��DQG
VXUIDFH�YDOXHV�EH\ RQG�PRQHWDU\ �PHWULFV��8 1 )&&&��� � � � ���,Q�SODQQHG�UHORFDWLRQ��FROODERUDWLYH�DVVHVVPHQW�FDQ�KHOS
JRYHUQPHQWV� DQG� FRPPXQLWLHV� GHILQH� VXFFHVV� LQ� WHUPV� RI� VDIHW\ �� OLYHOLKRRGV�� VRFLDO� QHWZRUNV�� DQG� TXDOLW\ � RI� OLIH�
JXLGLQJ�GHVLJQ�DQG�LPSOHPHQWDWLRQ�WRZDUG�RXWFRPHV�WKDW�PDWWHU�PRVW�WR�Dï HFWHG�SHRSOH��8 1 )&&&��� � � � ���

� �
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