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7KH� 0LQLVWU\� RI� 3RZHU� �0R3�� LQ� ,QGLD� LV� FRQFHUQHG� ZLWK� SODQQLQJ�� SROLF\� IRUPXODWLRQ��SURFHVVLQJ� LQYHVWPHQW� QHHGV� RI� SXEOLF� VHFWRU� SURMHFWV�� PRQLWRULQJ� WKH� LPSOHPHQWDWLRQ� RI�HOHFWULFLW\� SURMHFWV�� DQG� PDQSRZHU� GHYHORSPHQW�� 7KH� 0R3� DOVR� DGPLQLVWHUV� DQG� HQDFWV�OHJLVODWLRQ� SHUWDLQLQJ� WR� JHQHUDWLRQ�� WUDQVPLVVLRQ�� DQG� GLVWULEXWLRQ� RI� WKHUPDO� DQG� K\GUR�HOHFWULFLW\�� 7KH� &HQWUDO� (OHFWULFLW\� $XWKRULW\� �&($�� DGYLVHV� WKH� PLQLVWU\� RQ� WHFKQLFDO��ILQDQFLDO�� DQG� HFRQRPLF�PDWWHUV�� 7KH�&($� LV� FRQFHUQHG�ZLWK� WKH� GHYHORSPHQW� RI� XQLIRUP�HOHFWULFLW\�SROLF\�LQ�UHODWLRQ�WR�WKH�FRQWURO�DQG�XWLOLVDWLRQ�RI�QDWLRQDO�HOHFWULFLW\�UHVRXUFHV��2QH�
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RI� WKH� PDLQ� SROLF\� LQLWLDWLYHV� XQGHUWDNHQ� E\� WKH� 0R3� KDV� EHHQ� WKH� $FFHOHUDWHG� 3RZHU�'HYHORSPHQW�	�5HIRUP�3URJUDP��$3'53���ZKLFK LV�EHLQJ�XVHG�DV�D�WRRO�WR�DVVLVW�6(%V�LQ�WKHLU�UHIRUP�HIIRUWV� 3DUWQHUV�LQFOXGH�WKH�:RUOG�%DQN�DQG�WKH�$VLDQ�'HYHORSPHQW�%DQN���2QH�RI� WKH�PRVW� LPSRUWDQW�JRDOV� LV� WR�DFKLHYH������PHWHULQJ�DQG�EHWWHU�7	'�RSHUDWLRQV�� �7KH�LVVXH� RI� UHGXFLQJ� WKHIW� LV� DOVR� DGGUHVVHG ZLWK� D� EURDG� HIIRUW� WR� KDYH� HDFK� VWDWH� SDVV�PRUH�VWULQJHQW�DQWL�HOHFWULFLW\�WKHIW�OHJLVODWLRQ��D�VWUDWHJ\ WKDW�*XMDUDW�LV�WU\LQJ�WR�LPSOHPHQW��0R3���������
7KH�0LQLVWU\�RI�1RQ�&RQYHQWLRQDO�(QHUJ\�6RXUFHV� �01(6���FUHDWHG�LQ������ ZDV� WKH� ILUVW�JRYHUQPHQW� PLQLVWU\� LQ� WKH� ZRUOG� GHGLFDWHG� WR� SURPRWLQJ� UHQHZDEOH� DQG� DOWHUQDWLYH�HOHFWULFLW\� VRXUFHV�� � :RUNLQJ� ZLWK� VWDWH� QRGDO� DJHQFLHV�� VXFK� DV� WKH� *XMDUDW� (QHUJ\�'HYHORSPHQW� $JHQF\� �*('$�� ZKLFK� ZDV� IRXQGHG� LQ� ������ WKH� 01(6� KDV� SURPRWHG�WKRXVDQGV�RI�GLIIHUHQW�HOHFWULFLW\�SURMHFWV��LQFOXGLQJ������0:�RI�LQVWDOOHG�ZLQG�HOHFWULFLW\�LQ�,QGLD�DQG�DSSUR[LPDWHO\�����0:�LQ�*XMDUDW��3DWLO����������2QH�RIIVKRRW�RI�WKH�01(6�LV�WKH�,QGLDQ� 5HQHZDEOH� (QHUJ\� 'HYHORSPHQW� $JHQF\� /LPLWHG� �,5('$��� D� SXEOLF� FRPSDQ\�HVWDEOLVKHG� LQ� ���� WR� ³GHYHORS� DQG� H[WHQG� ILQDQFLDO� DVVLVWDQFH� IRU� UHQHZDEOH� HQHUJ\� DQG�HQHUJ\� HIILFLHQF\�FRQVHUYDWLRQ� SURMHFWV�´ 7R� DFFRPSOLVK� WKLV� JRDO�� ,5('$� RSHUDWHV� D�UHYROYLQJ� IXQG� IRU� WKH� SURPRWLRQ�� GHYHORSPHQW� DQG� FRPPHUFLDOLVDWLRQ� RI� JULG�VFDOH�HOHFWULFLW\� SURMHFWV� WKDW� XWLOL]H� QRQ�FRQYHQWLRQDO� VRXUFHV� RI� HQHUJ\�� 7KH� 01(6�� LQ�FRQMXQFWLRQ ZLWK� 7(5,�� KDV� UHFHQWO\� HVWDEOLVKHG� WKH� 6:+37&� �6PDOO� :LQG� DQG� +\EULG�3RZHU� 7HVW� &HQWHU�� DW�0LWKDSXU�� *XMDUDW� �-RQJK� DQG� 5LMV�� ������� 7KH� 6:+37&� SURYLGHV�WHVWLQJ��SURGXFW�GHYHORSPHQW��SHUIRUPDQFH�PRQLWRULQJ�DQG� WUDLQLQJ�VHUYLFHV� IRU� VPDOO�ZLQG�V\VWHPV��LQFOXGLQJ�ZLQG�GLHVHO�K\EULGV�
7KH� FHQWUDO� JRYHUQPHQW� FXUUHQWO\� RSHUDWHV ������ RI� WKH� JHQHUDWLQJ� FDSDFLW\ LQ� ,QGLD�DSSUR[LPDWHO\� ������� 0:� ZKLFK� LV� PDQDJHG E\� WKUHH� SXEOLF� FRPSDQLHV� ± WKH� 1DWLRQDO�7KHUPDO� 3RZHU� &RUSRUDWLRQ� �173&��� 1DWLRQDO� +\GHO� 3RZHU� &RUSRUDWLRQ� �1+3&�� DQG�1XFOHDU�3RZHU�&RUSRUDWLRQ��13&���DOO�WKUHH�ZHUH�HVWDEOLVKHG DIWHU�DPHQGPHQWV�WR�WKH������(OHFWULFLW\�6XSSO\�$FW� �5DR�� ������� �7KHVH� WKUHH�3XEOLF�6HFWRU�8QLWV� �368V�� FDQ� RQO\� VHOO�HOHFWULFLW\ WR�WKH�VWDWHV��DQG�WKH�SURSRUWLRQ�RI�HOHFWULFLW\�DOORFDWHG�WR�HDFK�VWDWH�KDV�WKHUHIRUH�EHHQ� D� SRLQW� RI� FRQWHQWLRQ�� HVSHFLDOO\� FRQVLGHULQJ� WKH� DFXWH� HOHFWULFLW\ VKRUWDJHV� IDFHG� E\�PRVW�6(%V�� �7KH�173&�ZDV�FRQVWLWXWHG LQ������DV�D�FHQWUDOO\�RZQHG HOHFWULFLW\�JHQHUDWLRQ�FRPSDQ\��UHVSRQVLEOH�IRU�EXLOGLQJ�DQG�RSHUDWLQJ�ODUJH�VFDOH�WKHUPDO�JHQHUDWLQJ�IDFLOLWLHV�DQG�WKHQ�VHOOLQJ�WKH�HOHFWULFLW\�WR�6(%V�DV�SHU�FRQWUDFWXDO�DJUHHPHQW���*LYHQ�WKDW�SHDN�GHPDQG�IRU�
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HOHFWULFLW\�IUHTXHQWO\�RXWVWULSV�DYDLODEOH�JHQHUDWLRQ�FDSDFLW\�RQ�D�VWDWH�E\�VWDWH�DQG�DOO�,QGLD�EDVLV�� WKH� DOORWPHQW� RI� HOHFWULFLW\� IURP�173&� WR� WKH� VWDWHV� KDV EHFRPH� D� SROLWLFDO� SURFHVV��DOWKRXJK�VRPH�VWDWHV�KDYH�QRW�EHHQ�DEOH� WR� WDNH� WKHLU� IXOO� DOORFDWLRQ�EHFDXVH�RI� WKH� ODFN�RI�DGHTXDWH�WUDQVPLVVLRQ�FDSDFLW\�
$W� WKH� VWDWH� OHYHO�� WKH� 6(%V� DUH� UHVSRQVLEOH� IRU� HQVXULQJ� JHQHUDWLRQ�� WUDQVPLVVLRQ�� DQG�GLVWULEXWLRQ�RI�HOHFWULFLW\�LQ�,QGLD��7KH�6(%�LQVWDOOHG�JHQHUDWLRQ�FDSDFLW\�LV�������RI�WKH�WRWDO�QDWLRQ�ZLGH��3ULYDWH�HOHFWULFLW\ FRPSDQLHV�SURGXFH�RQO\������RI�WRWDO�JHQHUDWLRQ��3DULNK�DQG�3DULNK���������ZKLFK�ZDV�DOORZHG�E\�OHJLVODWLYH�DPHQGPHQWV�LQ������WKDW�SHUPLWWHG�SULYDWH�LQYHVWPHQW��LQFOXGLQJ�IRUHLJQ�LQYHVWPHQW��LQ�HOHFWULFLW\�JHQHUDWLRQ SODQWV��5DR�������� *LYHQ�LWV�FKURQLF�VKRUWIDOO�LQ�HOHFWULFLW\ SURGXFWLRQ DQG�LWV�LQDELOLW\�WR�ILQDQFH�QHZ�LQYHVWPHQW�LQ�WKH�VHFWRU WKH� JRYHUQPHQW� RI� ,QGLD� EHJDQ� WR� DOORZ� SULYDWH� LQYHVWPHQW� LQ� QHZ� HOHFWULFLW\�JHQHUDWLQJ�FDSDFLW\ LQ�������LQ�SDUWLFXODU��LQGXVWULDO�JURXSV�ZHUH�DOORZHG�WR�EXLOG�WKHLU�RZQ�FDSWLYH�SRZHU�SODQWV�WR�SURGXFH�HOHFWULFLW\�IRU�WKHLU�RZQ�FRQVXPSWLRQ�
2YHU� WKH� SDVW� GHFDGH�� WKH� ,QGLDQ� JRYHUQPHQW� KDV� DOVR� DJJUHVVLYHO\� SXUVXHG� LQWHUQDWLRQDO�,QGHSHQGHQW�3RZHU�3URGXFHUV��,33V��LQ�RUGHU�WR�PRELOLVH�LQYHVWRU�LQWHUHVW�LQ�LQYHVWPHQWV�LQ�QHZ� JHQHUDWLQJ� FDSDFLW\�� ,Q� VSLWH� RI� YDULRXV� LQFHQWLYHV� RIIHUHG� E\� WKH� JRYHUQPHQW�� SULYDWH�LQYHVWPHQW�GLG�QRW�RFFXU�DW� WKH�DQWLFLSDWHG�OHYHOV�IRU�D�YDULHW\�RI�UHDVRQV��7KH�PRVW�FULWLFDO�LQKLELWRU� WR� ,33V� WKURXJKRXW� WKH� ����V� ZDV�� DQG� FRQWLQXHV� WR� EH�� D� ODFN� RI� VHFXULW\� IRU�LQYHVWPHQW�UHFRYHU\�EHFDXVH�PRVW�6(%V�KDYH�D�KLVWRU\�RI�QRW�SD\LQJ�IRU�SRZHU�LQ�D�WLPHO\�PDQQHU� ,Q�DGGLWLRQ��IRUHLJQ�ILUPV�KDYH EHHQ�GLVFRXUDJHG�E\�WKHLU�SDVW�H[SHULHQFHV�RI�GHDOLQJ�ZLWK� ,QGLD¶V�PXOWL�OHYHO� DQG� LQHIIHFWLYH�EXUHDXFUDF\��KLJK� WD[HV�DQG�XQUHPXQHUDWLYH� WDULIIV��7KH\�DUH�QDWXUDOO\�FDXWLRXV�WR�UH�HQWHU�WKH�PDUNHW��86'R(��������
7KH� ,QGLDQ� JRYHUQPHQW� DOVR� FRQWLQXHV� WR� SURPRWH� WKH� EXLOGLQJ� RI� ODUJH�� VR�FDOOHG� PHJD�SURMHFWV��7KHVH�LQFOXGH�ODUJH�VFDOH�WKHUPDO�SURMHFWV�ZLWK� FDSDFLW\�LQ�H[FHVV�RI������0:� RU�K\GURHOHFWULF�SODQWV�ZLWK�FDSDFLWLHV�RI�DW�OHDVW�����0:��6XFK�SURMHFWV�TXDOLI\�IRU�H[HPSWLRQ�IURP�FXVWRPV�DQG�FRXQWHUYDLOLQJ�GXWLHV��DQG LQLWLDO�UHVSRQVH� WR� WKHVH�LQFHQWLYHV ZDV�VWURQJ�KRZHYHU� WKH�VORZ�SDFH�RI�SURMHFW�GHYHORSPHQW�KDV�GLVDSSRLQWHG�IRUHLJQ�LQYHVWRUV�DQG�PRVW�KDYH�EDFNHG�RXW��,Q�'HFHPEHU�������&RJHQWUL[�(QHUJ\�GHFLGHG�WR�FDQFHO�LWV�SDUWLFLSDWLRQ�LQ�D�SURMHFW� WR�EXLOG� WKH������0: 0�%DQJDORUH�FRDO�ILUHG�SODQW�GXH� WR�EXUHDXFUDWLF�GHOD\V�DQG�ODZVXLWV�E\ SXEOLF�LQWHUHVW�JURXSV��'DHZRR�3RZHU�RI�6RXWK�.RUHD�DQG�$%% RI�6ZLW]HUODQG�ZLWKGUHZ� IURP� D� ����� 0: JHQHUDWLRQ� SURMHFW� LQ� 0DGK\D� 3UDGHVK� LQ� $XJXVW� ������ )RU�
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VLPLODU� UHDVRQV�� (OHFWULFLWp� GH� )UDQFH� �(G)�� ZLWKGUHZ� IURP� FRQVWUXFWLRQ� RI� D� SODQW� LQ�0DKDUDVKWUD� LQ� -XO\����� �86'R(��������� �7KH�PHJD�SURMHFWV� SROLF\� DOVR� DQJHUHG� VPDOOHU�SOD\HUV�LQ�WKH�HOHFWULFLW\�VHFWRU�WKDW�ZHUH�QRW�HOLJLEOH�IRU�WKH�H[HPSWLRQV� KRZHYHU��WKH�EXGJHW�UHOHDVHG�RQ�)HEUXDU\����������E\�WKH�0LQLVWU\�RI�)LQDQFH��0R)������� KDV�GHFUHDVHG�WKH�VL]H��PHJDZDWW��UHTXLUHPHQW�RI�SURMHFWV�HOLJLEOH�IRU�µPHJD�SURMHFW¶�VWDWXV�DQG�WKLV�VKRXOG�UHGXFH�WKH�WD[�DQG�FXVWRP�GXW\�FRVWV�IRU�VPDOOHU�SURMHFWV�
��� (FRQRPLF�5HIRUPV
:LWK�WKH�VWDWHG�JRDO�RI�VXSSRUWLQJ�GHYHORSPHQW��,($�DQG�2(&'���������WKH�,QGLDQ�HOHFWULFLW\VHFWRU�KDV�JURZQ�UDSLGO\�LQ�WKH�SDVW����\HDUV��H[SDQGLQJ�IURP��������0:�LQ������WR�PRUH�WKDQ�������� 0:�LQVWDOOHG�FDSDFLW\�LQ��������+RZHYHU��WKLV JURZWK�LQ�FDSDFLW\�KDV�QRW�NHSW�XS�ZLWK� GHPDQG�� 3HDN� HOHFWULFLW\ VKRUWDJHV� KDYH� UHPDLQHG� DERYH� ���� DQG� WRWDO� HOHFWULFLW\�SURGXFHG� LV� ���� VKRUW� RI� WRWDO� GHPDQG�� �3DGPDQDEDQ� DQG� 6DUNDU�� ������� 7KH� ,QGLDQ�JRYHUQPHQW� LV� VWUXJJOLQJ� WR� VXSSO\� WKH� LQGXVWULDO�� UHVLGHQWLDO�� DJULFXOWXUDO� DQG� FRPPHUFLDO�VHFWRUV� ZLWK� UHOLDEOH� HOHFWULFLW\ DQG� KDV� FRQFHGHG� WKDW� LW� FDQ� QR� ORQJHU� IXQG� ODUJH�LQIUDVWUXFWXUH�LQYHVWPHQWV�LQ�HOHFWULFLW\��QRU�VXEVLGLVH�UHVLGHQWLDO�RU�DJULFXOWXUH�FXVWRPHUV�DW�FXUUHQW OHYHOV�� � 7KH� HOHFWULFLW\ VHFWRU� LV� YLUWXDOO\� EDQNUXSW� DV� D� UHVXOW� RI� SURWUDFWHG�PLVPDQDJHPHQW� DQG� SROLWLFDO� LQWHUIHUHQFH�� +DSKD]DUG DQG� LQDGHTXDWH� H[SDQVLRQ� RI� WKH�WUDQVPLVVLRQ� DQG� GLVWULEXWLRQ� �7	'�� V\VWHP� KDV� UHVXOWHG� LQ� LQWHUPLWWHQW� VXSSO\�� ORZ�HOHFWULFLW\ TXDOLW\� DQG� XQHYHQ� GLVWULEXWLRQ� FRYHUDJH�� OHDYLQJ� PDQ\� UXUDO� DUHDV� ZLWK� SRRUHOHFWULFLW\�LQIUDVWUXFWXUH�
0RUH�WKDQ�����RI�WKH�,QGLDQ�SRSXODWLRQ�OLYHV�LQ�UXUDO�DUHDV��GLVWULEXWHG�RYHU���������YLOODJHV��1HXGRHUIIHU��0DOKRWUD��DQG�9HQNDWD�5DPDQD���������PDQ\�RI� WKHVH�DUHDV�DUH�XQGHU�VHUYHG�E\�HQHUJ\�VHUYLFHV��DQG�WKXV�UHO\�RQ�ORFDOO\�DYDLODEOH�ELRPDVV�IRU�PRVW�RI�WKHLU�HQHUJ\�VXSSO\��(60$3����������7KH�,QGLDQ�JRYHUQPHQW�KDV�PDGH�D�FRQFHUWHG�HIIRUW�LQ�WKH�ODVW����\HDUV�WR�HOHFWULI\� WKH� UXUDO� DUHDV�� HVSHFLDOO\� IRU� WKH� SXUSRVH� RI� HQHUJLVLQJ� LUULJDWLRQ� SXPS� VHWV�� )RU�H[DPSOH��6(%V�KDYH�EHHQ�DJJUHVVLYHO\�HOHFWULI\LQJ�UXUDO�DUHDV�RI�WKH�FRXQWU\ ZLWK�WKH�KHOS�RI�WKH�5(&��UHVXOWLQJ�LQ�DQ�RIILFLDO�WDOO\�RI���� RI�WKH�YLOODJHV�HOHFWULILHG��EXW�PRVW�RI�WKH�ORZ�LQFRPH� KRXVHKROGV� DZD\� IURP� WKH� FHQWUH RI� WKH� YLOODJH� GR� QRW� KDYH� DFFHVV� WR� WKH� JULG�
� 3RZHU�TXDOLW\�UHIHUV�WR�IOXFWXDWLRQV�LQ�SRZHU�YROWDJH�DQG�IUHTXHQF\�� (OHFWULFLW\�PXVW�EH�VXSSOLHG�DW�D�FRQVLVWHQW�YROWDJH�OHYHO�LQ�RUGHU�QRW�WR�FDXVH�GDPDJH�WR�VHQVLWLYH�HTXLSPHQW�VXFK�DV�FRPSXWHUV�DQG�HOHFWULF�PRWRUV�
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�*XQDUDWQH�� ������� � +RZHYHU� GHVSLWH� WKH� ORQJ�WHUP� JRYHUQPHQW� SROLF\� REMHFWLYH� RI� UXUDO�HOHFWULILFDWLRQ��DQG�WKH�SULPD�IDFLH VXFFHVV�RI�µHOHFWULI\LQJ�YLOODJHV¶��WKLV�EHOLHV�WKH�UHDOLW\�RI�D�GHDUWK�RI�FRQQHFWLRQV�IRU�PDQ\�UXUDO�KRXVHKROGV�DQG�WKH�SRRU�TXDOLW\�RI�VHUYLFH�DYDLODEOH�WR�WKRVH�WKDW�KDYH�EHHQ�FRQQHFWHG�
����$JULFXOWXUDO�'HPDQG
(OHFWULFLW\� XVH� LQ� DJULFXOWXUH� KDV� LQFUHDVHG� UDSLGO\� LQ� WKH� SDVW� ��� \HDUV� ERWK� EHFDXVH� DQ�DYHUDJH� RI� ������� SXPS VHWV�ZHUH� HOHFWULILHG� HYHU\� \HDU� LQ� ,QGLD� IURP� ����� WR� ����� DQG�EHFDXVH�XVH�SHU�SXPS�KDV�FOLPEHG�TXLFNO\�� ,Q�7DPLO�1DGX IRU�H[DPSOH� WKH�HOHFWULF�XVH�SHU�SXPS�KDV�LQFUHDVHG�IURP������N:K�LQ�����±��WR������N:K�LQ�����±���-DQDNDUDMDQ���������7KRXJK� LQGXVWULDO� DQG� FRPPHUFLDO� HOHFWULFLW\� GHPDQG� KDV� FOLPEHG� UDSLGO\� RYHU� WKH� VDPH�SHULRG�� WKH� H[SRQHQWLDO� JURZWK� LQ� DJULFXOWXUDO XVH�PHDQV� WKH� RYHUDOO� VKDUH� RI� LQGXVWU\� DQG�FRPPHUFLDO�XVHUV�KDV GHFOLQHG�UHODWLYH�WR�DJULFXOWXUH�XVHUV��DV�VKRZQ�LQ�)LJXUH�����
)LJXUH������6HFWRUDO�(OHFWULFLW\�8VH�LQ�,QGLD�������������

6RXUFH���5DR��.DOLUDMDQ��DQG�6KDQG��������3&�������
7KH�GRPHVWLF�DQG�DJULFXOWXUH�VHFWRUV¶�HOHFWULFLW\�XVH�KDV QRW�RQO\�JURZQ�LQ�JURVV�XQLWV��N:K��VXSSOLHG��EXW�LV�DOVR�EHFRPLQJ�PRUH�H[SHQVLYH�IRU�WKH�VWDWH�WR�VXSSO\���7DEOH�����VKRZV�WKH�GLVSDULW\�EHWZHHQ�WKH�FRVW�RI�VXSSO\�DQG�WKH�DYHUDJH�WDULII�LQ�,QGLD�IRU�DJULFXOWXUH�XVHUV��D�JDS�WKDW� KDV�EHHQ� VWHDGLO\� JURZLQJ��ZLWK� WKH� IRUPHU� LQFUHDVLQJ�E\� ���� IURP�����±�����ZKLOH�WDULIIV�KDYH�LQFUHDVHG�E\�RQO\�������,Q�WRWDO��WKH�VXEVLG\�KDV�ULVHQ E\�����LQ�WKH�VDPH�SHULRG�

���������������������������������

���� ���� ���� ���� ���� ���� ���� ���� ����<HDU

2WKHU&RPPHUFLDO'RPHVWLF,QGXVWU\$JULFXOWXUH
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EHFDXVH� RI� WKH� FRPELQHG� HIIHFWV� RI� KLJKHU� XVH DQG� ORZHU� UHODWLYH� WDULIIV�� � 7KH� FRVW� RI�JHQHUDWLRQ�DQG�GLVWULEXWLRQ�RI�HOHFWULFLW\�IRU�DJULFXOWXUDO�XVH�LV�DOVR�KLJK��FRPSDUHG�WR�RWKHU�XVHUV��EHFDXVH�WKH�ORDG�LV�WUDQVSRUWHG�WKURXJK ORQJ�WUDQVPLVVLRQ DQG�GLVWULEXWLRQ OLQHV�WKDW�DUH�QHHGHG�WR�GHOLYHU�WKH�HOHFWULFLW\�WR�UHPRWH�UXUDO�XVHUV�
7DEOH������&RVW�RI�$JULFXOWXUH�6XEVLGLHV�LQ�,QGLD�

6RXUFH���3DULNK�������

����(OHFWULFLW\�DQG�'HYHORSPHQW
'HYHORSPHQW� KDV� EHHQ� WKH� UDLVRQ� G¶HWUr RI� WKH� PRGHUQ� ,QGLDQ� VWDWH� DQG� WKH� VRXUFH� RI� LWV�OHJLWLPDF\��7KLV�VHFWLRQ�H[DPLQHV�VWDWH�OHG�GHYHORSPHQW�LQ�,QGLD�ZLWK�UHJDUG�WR�WKH�HOHFWULFLW\�VHFWRU�DQG�KRZ�LW�KDV�HYROYHG�IURP�D�VRFLDOLVW�DQG�GHYHORSPHQWDOLVW�DSSURDFK�XQGHU�1HKUX�WR�D�PRUH� OLEHUDO UHIRUPLVW� SRVWXUH� LQ� WKH� ODVW� ��� \HDUV� 7KH� FRQVWLWXWLRQ� ZDV�ZULWWHQ�RQ� WKH�SUHVXPSWLRQ�WKDW�,QGLD�ZRXOG�EH�D�PRGHUQ��DQG�WKHUHIRUH�VHFXODU� VWDWH HQGRZHG�ZLWK�WKH�WDVN�RI� EULQJLQJ� DERXW� µGHYHORSPHQW¶� LQ� ZKDW� ZDV� WKRXJKW� WR EH� D� SRRU� DQG� EDFNZDUG� VRFLHW\��&RUEULGJH� DQG� +DUULVV�� ������� � 7KLV� OHG� WR� PDVVLYH� VWDWH�GLUHFWHG� LQYHVWPHQWV� LQ� KHDY\�LQGXVWULHV��DQG�LQFOXGHG�WKH�EXLOGLQJ�RI HOHFWULFLW\�JHQHUDWLRQ�SODQWV�WR�VXSSRUW�WKHLU�JURZWK���
,Q WKH� ����V� WKHUH� ZDV� LQFUHDVLQJ� HYLGHQFH� RI� VSUHDGLQJ� IRRG� DQG� LQFRPH� GLVWUHVV� DQG� QHZ�IRUPV�RI�SRYHUW\�� �7KLV� OHG� WR�D�VKLIW� LQ�GHYHORSPHQW� WKLQNLQJ�WKDW�VWUHVVHG�UHGLVWULEXWLRQ�DV�D�QHFHVVDU\ VWUDWHJ\� IRU� HFRQRPLF� GHYHORSPHQW� DQG� ZDV� SDLG� IRU� LQ� SDUW� E\� UHGLUHFWLQJ�H[SHQGLWXUHV� IURP� LQGXVWULDOLVDWLRQ�� � 1HZ� HPSKDVLV� ZDV� SODFHG� RQ� VRFLDO� GHYHORSPHQW� ±UHGXFLQJ�XUEDQ�SRYHUW\�DQG�PHHWLQJ�EDVLF�KXPDQ�QHHGV�E\�SURYLGLQJ� ORZ�FRVW�KRXVLQJ��EDVLF�XUEDQ� VHUYLFHV�� HOHFWULFLW\� FRQQHFWLRQV�� VDIH� ZDWHU� VXSSOLHV�� DQG VDQLWDWLRQ IDFLOLWLHV �%HDOO��������� 7KH�ODWH�����V�DQG�����V�VDZ�DQRWKHU�GUDPDWLF�FKDQJH�LQ�WKH�LGHDV�DERXW�GHYHORSPHQW��ZLWK�WKHRULVWV�TXHVWLRQLQJ�JRYHUQPHQW¶V�UROH DQG�DUJXLQJ�IRU�OLEHUDOLVDWLRQ��PDUNHW�GHUHJXODWLRQ��SULYDWLVDWLRQ DQG� D� UHGXFWLRQ� LQ� WKH� VL]H� DQG� VFRSH� RI� WKH� SXEOLF� VHFWRU� �%HDOO�� ������� � $V�GHYHORSPHQW�IDOWHUHG�XQGHU�WKH�µSHUPLW�UDM¶�DQG�YHVWLJHV�RI�FHQWUDO�SODQQLQJ��WKH�OHJLWLPDF\�RI�

&DWHJRU\ 8QLW ������� ������� ������� ������� ������� *URZWK��������&RVW�RI�6XSSO\ 5V�N:K ���� ���� ���� ���� ���� ���$YHUDJH�7DULII 5V�N:K ���� ���� ���� ���� ���� ���$YHUDJH�$J�WDULII� 5V�N:K ���� ���� ���� ���� ���� ���6XEVLG\�IRU�$J�&RQVXPHUV 5V�ELOOLRQ ����� ����� ����� ����� ����� ���
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WKH�JRYHUQPHQW�DQG�WKXV�WKH�µVWDWH¶�ZDV�FDOOHG�LQWR�TXHVWLRQ���+RZHYHU��GRPLQDQW�SURSULHWDU\�FODVVHV�� PRVW� HVSHFLDOO\� WKH� UXUDO� HOLWHV� DQG� LQGXVWULDO� OHDGHUV� UHLQIRUFHG� WKH� JRYHUQPHQW¶V�UROH� LQ�GHYHORSPHQW�E\�GHPDQGLQJ�DQG�UHFHLYLQJ�VXEVLGLHV�IRU HOHFWULFLW\�DQG�IHUWLOLVHU� DQG�WUDGH�SURWHFWLRQ���
'XULQJ�WKH�����V�D�SDFNDJH�RI�OLEHUDOLVDWLRQ DQG�UHIRUP�PHDVXUHV�ZDV�UHVWDUWHG�LQ�UHVSRQVH�WR�FKDQJLQJ�HFRQRPLF�DQG�SROLWLFDO�FRQGLWLRQV���,Q�������WKH�QHZ�&RQJUHVV�JRYHUQPHQW�FDPH�WR� SRZHU� DQG� DFFHSWHG� DLG� IURP� WKH� ,0)� WR� RYHUFRPH� D� EDODQFH� RI� SD\PHQWV� FULVLV�SUHFLSLWDWHG�E\�WKH�ULVH�LQ�RLO�SULFHV�LQ�WKH�UXQ�XS�WR WKH�ILUVW�*XOI�:DU�LQ��������7R�VWDELOLVH�WKH� HFRQRP\� LQ� WKH� VKRUW� WHUP�� WKH� UXSHH� ZDV� GHYDOXHG� DQG� D� VWDEOH� OLQH� RI� FUHGLW� ZDV�REWDLQHG� IURP� WKH� ,0)�� �7KLV�ZDV� IROORZHG�E\�D� UHFRPPHQFHPHQW�RI�OLEHUDOLVDWLRQ HIIRUWV��ZKLFK� LQFOXGHG�� GHOLFHQVLQJ� RI� LQGXVWU\�� UHPRYDO� RI� H[SRUW� VXEVLGLHV�� VKLIWLQJ� IURP� LPSRUW�TXRWDV� WR� WDULIIV�� UHGXFWLRQ�RI� WDULII� UDWHV�� ILQDQFLDO� OLEHUDOLVDWLRQ IRU� LQYHVWRUV�� D� VXEVWDQWLDO�HDVLQJ� RI� WKH� UXOHV� IRU� IRUHLJQ� GLUHFW� LQYHVWPHQW� �)',��� DQG� WKH� SURFHVV� RI� VWDWH� RZQHG�HQWHUSULVH�SULYDWLVDWLRQ�EHJDQ�ZKLFK�LQFOXGHG WKH�HOHFWULFLW\�VHFWRU �*KRVK��������
3ROLWLFDOO\�� WKHVH� UHIRUPV�KDYH� IDUHG�EHWWHU� WKDQ� WKH�SURJUDP�SURSRVHG�XQGHU�5DMLY�*DQGKL�GXULQJ� WKH� ����V� EHFDXVH� DV� -HQNLQV� ������� DUJXHV� LQ� GHWDLO�� WKH� QHZ� UHIRUP� SDFNDJH� KDG�VWD\LQJ� SRZHU� GXH� WR� µSROLWLFDO� LQFHQWLYHV�� SROLWLFDO� LQVWLWXWLRQV� DQG� SROLWLFDO� VNLOOV�¶ 7KH�GXUDELOLW\�RI�OLEHUDOLVDWLRQ DQG�UHIRUP�KDV�EHHQ�WHVWHG�E\�WKUHH�FKDQJHV�RI�JRYHUQPHQW�GXULQJ�WKH� ����V�� DQG� HYHQ� WKRXJK� WKH� 8QLWHG� )URQW� DQG� WKH� %-3� ZHUH� RQ� RSSRVLWH� HQGV� RI� WKH�SROLWLFDO� VSHFWUXP DQG� ERWK� FDPSDLJQHG� DJDLQVW� OLEHUDOLVDWLRQ�� WKH\� KDYH� QHYHUWKHOHVV�FRQWLQXHG�WKH�UHIRUP�SURJUDPV���-HQNLQV�FUHGLWV�WKH�SURJUDP¶V GXUDELOLW\�WR�WKH�JUDGXDO�QDWXUH�RI� FKDQJHV�� ZKLFK� FRQWUDVWV� ZLWK� 5DMLY� *DQGKL¶V� IDLOHG� SURJUDP� RI� UHODWLYHO\� UDSLG�OLEHUDOLVDWLRQ GXULQJ�WKH�\HDUV�����±����+RZHYHU�WKH�WZR�HIIRUWV�DUH�QRW�FRPSOHWHO\�XQUHODWHG��DQG� WKH� ILUVW� SXVK� SUREDEO\� ODLG� WKH� LQWHOOHFWXDO� DQG� SROLWLFDO� JURXQGZRUN� IRU� WKH� PRUH�VXFFHVVIXO�VWDJHG�UHIRUPV�RI�WKH�����V��-HQNLQV����������7KH�FRQFOXVLRQ�GUDZQ�E\�-HQNLQV�LV�WKDW� GHPRFUDFLHV� KDYH� D� KLJK� FDSDFLW\� IRU� UHIRUP� DQG� WKDW� WKH� LGHD� RI� WKH� ,QGLDQ� VWDWH KDV�VXFFHVVIXOO\� HYROYHG�� �*RLQJ� IXUWKHU�� KH� DUJXHV� WKDW� LW� LV� LQ� IDFW�EHFDXVH RI� WKH�GLVRUGHU�RI�GHPRFUDF\�WKDW�WKH�UHDO�RXWFRPHV�RI�OLEHUDOLVDWLRQ FRXOG�EH�REIXVFDWHG�DQG�WKXV�SDVV�TXLHWO\�
&RUEULGJH�DQG�+DUULVV��������DUJXH�VRPHZKDW�PRUH�IRUFHIXOO\�WKDW�����V�OLEHUDOLVDWLRQ ZDV�D�UHLQYHQWLQJ� RI� WKH� ,QGLDQ� VWDWH� LQ� UHVSRQVH� WR� WKH� IDLOHG� GHYHORSPHQW� RULHQWHG� VWDWH� ZKHUH�HOLWHV�HQJDJHG�ZLWK�WKH�PDVVHV�LQ�D�SDWHUQDOLVWLF�DQG�PRGHUQLVLQJ�PRGH���$V�HYLGHQFH��WKH\�
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FLWH� WKH� UHIRUP SROLFLHV�� LQVSLUHG� E\� QHR�OLEHUDO� HFRQRPLFV� DQG� D� SROLWLFDO� EDFNODVK� DJDLQVW�IDLOHG�GHYHORSPHQW�SROLFLHV��ZKLFK�KHOSHG�LQFUHDVH�WKH�VXSSRUW�IRU�WKH�566�DQG�9+3��DQG�WKH�FORVHO\�WLHG�+LQGXWYD�EDVHG�SROLWLFDO�SDUW\��WKH�%-3�± QRZ�LQ�SRZHU�LQ�WKH�FHQWUH�DQG�LQ�PDQ\�RI� WKH� VWDWHV�� LQFOXGLQJ� *XMDUDW�� � 7KLV� VDPH� EDFNODVK� FRQWLQXHG� WKH� UXUDOLVDWLRQ� RI� ,QGLDQ�SROLWLFV� DQG� OHIW� XUEDQ� HOLWHV� FRQVWUDLQHG� E\� WKH� LQFUHDVLQJ� SRZHU� RI� ULFK� IDUPHUV� DQG� WKH�JURZLQJ�UXUDO�DQG�XUEDQ�PLGGOH�FODVV��&RUEULGJH�DQG�+DUULVV��������
7KH� SDFH� RI� HFRQRPLF� UHIRUPV� KDV� EHHQ� JUDGXDO� LQ� ,QGLD�� DV� VKRZQ E\� WKH� FKDQJHV� LQ� WKH�HOHFWULFLW\�VHFWRU���7KH�VORZ�SDFH�KDV�EHHQ�EODPHG�RQ�WKH�SRSXOLVW�FRPSXOVLRQV�RI�GHPRFUDWLF�JRYHUQPHQW� DQG� WKH� GHHS�VHDWHG� FRUUXSWLRQ� LQ� WKH� ,QGLDQ� HFRQRP\�� � +RZHYHU�� $KOXZDOLD�������� DUJXHV� WKDW� WKH� VORZ� SDFH� KDV� PDGH� WKH� SURFHVV� VXVWDLQDEOH� DQG� KDV� WKXV� EHHQ�VXSSRUWHG�E\�WKUHH�VXFFHVVLYH�JRYHUQPHQWV��&RQJUHVV������±����8QLWHG�)URQW������±����DQG�WKH�%-3� �����± ���ZKLFK� KDV� UHFHQWO\� GHFODUHG� LWV� LQWHQWLRQ� WR� FRQWLQXH� VWUXFWXUDO� UHIRUPV�6XVWDLQHG�PHDVXUHV�RYHU� WKH�SDVW� GHFDGH�KDYH� OHG� WR� VRPH�RSHQLQJ�RI� WKH� ,QGLDQ� HFRQRP\�DQG�XOWLPDWHO\�KDYH�PRUH�FORVHO\�DOLJQHG�LW�ZLWK�WKH�PDMRU�HFRQRPLHV�RI�WKH�ZRUOG��
'HVSLWH� WKH�VORZ�SDFH�� WKH� ,QGLDQ�H[SHULHQFH�RI�HFRQRPLF�UHIRUP�KDV�WKHUHIRUH�EHHQ�RQH�RI�PLOG� VXFFHVV� DQG� SURYLGHV� VXSSRUW� IRU� JUDGXDO� UHIRUP SUDFWLFHV�� � $OWKRXJK� ,QGLDQ� *'3�JURZWK� KDV� EHHQ� EHWZHHQ� �±��� IRU� PRVW� RI� WKH� ����V� ZKLFK� LV� VORZHU� WKDQ� WKH� FHQWUDO�JRYHUQPHQW�WDUJHW�RI������WKH�SDFH�DQG�VHTXHQFH�RI�UHIRUP�KDV�EHHQ�SROLWLFDOO\ VXVWDLQDEOH�DQG�PD\�EULQJ�PRUH�ORQJ�WHUP�EHQHILWV�WKDQ�LI�WKH UHIRUP�KDG�EHHQ�GHHSHU DQG�LPSOHPHQWHG�PRUH�TXLFNO\�
:KLOH�WKH�GHWHULRUDWLQJ�ILQDQFLDO�VLWXDWLRQ�LV�D�VWURQJ�DUJXPHQW LQ�IDYRXU RI�,QGLD�VSHHGLQJ�XS�WKH� UHIRUP� SURFHVV�� EHFDXVH� ,QGLD� GRHV� QRW� SRVVHVV� UHJXODWRU\� LQVWLWXWLRQV� VXLWHG� WR� KDQGOH�TXLFN�FKDQJH�LQ�HLWKHU�WKH�ILQDQFLDO�RU�WKH�QHZO\�SULYDWLVHG�LQGXVWU\�VHFWRUV��WKH�TXHVWLRQ�PD\�EH�PRRW� 3ROLF\� WLPLQJ� LVVXHV� IRU� WKH� SULYDWLVDWLRQ SURJUDP�KLJKOLJKWV WKH� IDFW� WKDW� SXEOLF�GLYHVWPHQW�UHTXLUHV�D�VROLG�FRPPLWPHQW�WR�PDUNHW�LQVWLWXWLRQV�DQG�UHJXODWLRQ���)RU�H[DPSOH��WKH�OLEHUDOLVDWLRQ RI�WKH�HOHFWULFLW\�VHFWRU�LQ�,QGLD�ZDV�VWDUWHG�ZLWK�WKH�IRXU�\HDU�ORQJ�FUHDWLRQ�RI� IHGHUDO� DQG� VWDWH� HOHFWULFLW\� UHJXODWRU\� FRPPLVVLRQV�� ZKLFK� KDYH� KDG� VHYHUDO� \HDUV� RI�GHDOLQJ�ZLWK�WKH�6(%V�EHIRUH�PRYLQJ�DKHDG�ZLWK�DQ\�GLYHVWPHQW�SODQV���:KLOH�WKLV�SROLF\�KDV�DOORZHG�PRUH� WLPH� IRU� FRPSDQLHV� WR� VKHG� ODERXU� WKURXJK� DWWULWLRQ� DQG� DGDSW� WKHLU� LQWHUQDO�RSHUDWLQJ�SURFHGXUHV� LQ�DQWLFLSDWLRQ RI� WKH�FKDQJH� LW�KDV�FRPH�DW� D�KLJK�FRVW� WR� WKH�SXEOLF�FRIIHUV�EHFDXVH�RI�FRQWLQXHG�VXEVLGLHV�QHHGHG�WR�SURS�XS�WKH�SRRU�SHUIRUPDQFH�RI�WKH�VWDWH�



��

RZQHG�XWLOLWLHV���)RU�H[DPSOH��PRUH�WKDQ����RI�*'3�LV�EHLQJ�XVHG�WR�VXEVLGLVH�WKH�HOHFWULFLW\�LQGXVWU\� LQ� ,QGLD� �$KOXZDOLD��������� �7KH�PRUH�SURJUHVVLYH�DSSURDFK� LQ� WKH�(OHFWULFLW\�$FW������VLJQDOV�D�PRUH�UDGLFDO�PDUNHW�RSHQLQJ�E\�DOORZLQJ�DOO�JURXSV�RI�FRQVXPHUV�WR�H[LW�6(%VHUYLFH� DQG� JHQHUDWH� WKHLU� RZQ� SRZHU�� � +RZHYHU�� WKH� H[SHQVLYH� DQG� SROLWLFDOO\�VHQVLWLYH�VXEVLG\�LVVXH�LV�OHIW�WR�HDFK�VWDWH�WR�GHFLGH�



��

�� 6758&785(�2)�7+(�*8-$5$7�(&2120<�$1'�(/(&75,&,7<�6(&725
7R�SXW�WKH�P\ULDG�RI�,QGLDQ�HOHFWULFLW\�UHIRUP�LVVXHV�LQWR FRQWH[W��WKH�UHPDLQGHU�RI�WKLV�SDSHU�H[DPLQHV�WKH�SROLWLFDO�DQG�UHJXODWRU\ IRUFHV�LQ�WKH�ZHVWHUQ�VWDWH�RI�*XMDUDW��ZKRVH�HOHFWULFLW\�VHFWRU�LV�D�JRRG�PLFURFRVP�RI�WKH�LVVXHV�IDFLQJ�(6,�UHIRUP�LQ�PDQ\�RI�WKH�VWDWHV�LQ�,QGLD�
����3RSXODWLRQ�DQG�*HRJUDSK\
7KH�ZHVWHUQ�VWDWH�RI�*XMDUDW��SRSXODWLRQ����PLOOLRQ�LQ�������LV�ORFDWHG�RQ�WKH�VRXWKHUQ�VHFWLRQ�RI�WKH�3DNLVWDQ�ERUGHU�DQG�KDV�D�ORQJ�FRDVWOLQH�ZLWK�WKH�$UDELDQ�6HD��DV�VKRZQ�LQ�)LJXUH������7KH�VWDWH�KDV�ERWK�ULFK�IDUPODQG�LQ�WKH�FHQWUH�DQG�VRXWK�DQG�GU\�DUHDV�LQ�WKH�ZHVW�� �6XUIDFH�ZDWHU� LV� VFDUFH�� WKRXJK� WKH� QHZ� 1DUPDGD� 'DP� SURMHFW� SURPLVHV� WR� DOORZ� LQFUHDVHG�DJULFXOWXUDO�LUULJDWLRQ�WR�UHJLRQV�ZLWKRXW�DFFHVVLEOH�DQG�XVHDEOH�JURXQGZDWHU�
)LJXUH������0DS�RI�,QGLD

6RXUFH���KWWS���ZZZ�LQGLDWRXULVWRIILFH�RUJ�
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����(FRQRP\
7KH�*XMDUDW�HFRQRP\�KDV�KDG�VSRUDGLF�HFRQRPLF�JURZWK�VLQFH ������DV�VKRZQ�LQ�7DEOH������ZLWK� JURZWK� EHLQJ� SDUWLFXODUO\� VOXJJLVK� RYHU� WKH� ODVW� WZR� \HDUV�� � +LJK� SRSXODWLRQ� JURZWK�UDWHV�� DERYH����SHU� DQQXP��KDYH�GLOXWHG� WKH�*URVV�6WDWH�'RPHVWLF�3URGXFW� �*6'3��JDLQV��ZLWK�*XMDUDW�DGGLQJ�PRUH�WKDQ���PLOOLRQ�SHRSOH�IURP������WR������WR�LWV�SUHVHQW�WRWDO�RI������PLOOLRQ��7KH� VWDWH�KDV� D� UHODWLYHO\�ZHOO�GHYHORSHG� LQIUDVWUXFWXUH�EDVH� DQG� LV�KRPH� WR�PDQ\�ODUJH� HOHFWULFLW\� FRQVXPLQJ� LQGXVWULHV�� LQFOXGLQJ� ���� RI� ,QGLD¶V� FKHPLFDO� DQG� WH[WLOH�LQGXVWULHV�DQG������RI�LWV VXJDU�LQGXVWU\��3/5���������,Q�DGGLWLRQ��LW�KDV�D�ODUJH�DJULFXOWXUH�VHFWRU�WKDW�LQ�PDQ\�ORFDWLRQV�LV�UHOLDQW�RQ�HOHFWULFDOO\�SRZHUHG�SXPSLQJ�RI�XQGHUJURXQG�ZDWHU�WR�PDLQWDLQ�SURGXFWLRQ��
7DEOH����� *XMDUDW�5HDO�*URVV�6WDWH�'RPHVWLF�3URGXFW�����±������LQ�����±���SULFHV�

6RXUFH���*R*D�������
����6WUXFWXUH�RI�(OHFWULFLW\�8VH
(OHFWULFLW\�XVH�E\�GLIIHUHQW�VHFWRUV�RI�WKH�*XMDUDW�HFRQRP\�LV�VXPPDULVHG�LQ�)LJXUH�����DQG�7DEOH������,I�DFFHSWHG�DW�IDFH�YDOXH��WKHVH�GDWD�LQGLFDWH�DQ�LQFUHDVLQJ DJULFXOWXUDO FRPSRQHQW�DQG� D� VKULQNLQJ� LQGXVWULDO� XVH�� � +RZHYHU�� ZKLOH� LW� LV� WUXH� WKDW� LQGXVWU\� LV� EHFRPLQJ�PRUH�HQHUJ\� HIILFLHQW�� VSXUUHG� RQ� LQ� SDUW� E\� WKH� KLJK� WDULIIV� LQ� WKH� VHFWRU�� DJULFXOWXUDO� XVH� LV�H[FHHGLQJO\�KLJK�DQG�KDV�EHHQ�TXHVWLRQHG�E\�YLUWXDOO\�HYHU\�FRQVXPHU�DQG�LQGXVWULDO�JURXS�WKDW�DSSHDUHG�EHIRUH�WKH�*(5&�GXULQJ�WKH�WDULII�RUGHU�FRQVXOWDWLRQV��*(5&���������

8QLW ������ ������ �������
 ������
7RWDO�*URVV�6WDWH�'RPHVWLF�3URGXFW %LOOLRQ�5V ����� ����� ����� �����3HUFHQWDJH�FKDQJH�RYHU�SUHYLRXV�\HDU�LQ�*6'3 �� ��� ��� ���� ���3HU�&DSLWD�*URVV�6WDWH�'RPHVWLF�3URGXFW 5V� ����� ����� ����� �������FKDQJH�RQ�SUHYLRXV�\HDU�*6'3�FDSLWD �� ��� ��� ���� ����
HVWLPDWHV1RWH��&KDUW�LQ�FRQVWDQW�SULFHV��XVLQJ��������5V�DV�EDVH�\HDU�
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,W�LV�DOVR�ZRUWK�QRWLQJ�WKDW�SHU�FDSLWD�FRQVXPSWLRQ�KDV�LQFUHDVHG�VWHDGLO\�WR�����N:K�FDSLWD�LQ�*XMDUDW�DQG�LV�ZHOO�DERYH�WKH�DOO�,QGLD�DYHUDJH�RI�DSSUR[LPDWHO\�����N:K�FDSLWD� *XMDUDW�KDV�EHHQ� VXFFHVVIXO� DW� LQFUHDVLQJ� JHQHUDWLRQ� FDSDFLW\� LQ� WKH� ODVW� ILYH� \HDUV�E\� DGGLQJ������0:�VLQFH�HDUO\������ KRZHYHU�� D� VLJQLILFDQW� VKRUWIDOO� VWLOO� H[LVWV� DQG�PRUH�FDSDFLW\��EHWWHU�HIILFLHQF\� RU�D�FRPELQDWLRQ�RI�WKH�WZR�LV�EDGO\�QHHGHG�DV�VKRZQ�LQ�7DEOH�����
)LJXUH������6HFWRUDO�(OHFWULFLW\�8VH�LQ�*XMDUDW�����±�

��� ��

���
���

����� 'RPHVWLF&RPPHUFLDO,QGXVWULDO$JULFXOWXUH5DLOZD\V2WKHU


6RXUFH���*R*D�������
7DEOH����� 6HFWRUDO�(OHFWULFLW\�XVH�LQ�*XMDUDW�����±������LQ�PLOOLRQ�N:K�

6RXUFH���*R*D�������

<HDU 'RPHVWLF &RPPHUFLDO ,QGXVWULDO $JULFXOWXUH 5DLOZD\V 2WKHU
 7RWDO N:K�SHU�0N:K� �0N:K� �0N:K� �0N:K� �0N:K� �0N:K� �0N:K� FDSLWD������� ���� ��� ����� ����� ��� ���� ����� ���������� ���� ��� ����� ����� ��� ���� ����� ���������� ���� ���� ����� ����� ��� ���� ����� ���������� ���� ���� ����� ����� ��� ���� ����� ���������� ���� ���� ����� ����� ��� ���� ����� ���������� ���� ���� ���� ����� ��� ���� ����� ���������� ���� ���� ���� ����� ��� ���� ����� �����,QFUHDVHIURP��������
�LQFOXGH�SXEOLF�OLJKWLQJ�DQG�SXEOLF�ZDWHU�V\VWHP�FRQVXPSWLRQ ����� ���������� ����� ����� ����� ����� �����



��

7DEOH����� 7RWDO�,QVWDOOHG�*HQHUDWLQJ�&DSDFLW\�LQ�*XMDUDW�6WDWH������±�����

6RXUFH���*R*D�������
$V�D� UHVXOW�� FRQVXPHU� DQG� LQGXVWU\� JURXSV� LQ�*XMDUDW� DUH� LQFUHDVLQJO\� FRQFHUQHG� DERXW� WKH�KLJK�JURZWK�UDWH�RI�HOHFWULFLW\�GHPDQG�IURP�DJULFXOWXUH��������VLQFH�������ZKLFK�KDV�GUDLQHG�WKH� VWDWH� EXGJHW� DQG� VLSKRQHG� SK\VLFDO HOHFWULFLW\� VXSSO\� DZD\� IURP� RWKHU� VHFWRUV� RI� WKH�HFRQRP\��7KLV�KDV�KDG� WKH�GXDO�HIIHFW�RI�LQFUHDVLQJ��XSZDUG� SUHVVXUH�RQ� LQGXVWULDO� WDULIIV�WKH� XOWLPDWH� SD\HU� RI� DQ\� FURVV�VXEVLGLVDWLRQ�� ZKLOH� TXDOLW\� DQG� UHOLDELOLW\� RI� HOHFWULFLW\�VXSSO\�KDYH GHFUHDVHG�IRU�DOO�FRQVXPHUV�
,Q�*XMDUDW� VWDWH�DORQH�� WKH� VXEVLG\� WRWDOOHG�5V�������ELOOLRQ� LQ�������ZKLOH� WKH� WRWDO� IRU� WKH�QDWLRQ DPRXQWHG�WR 5V��������ELOOLRQ�LQ���������7KLV�UHSUHVHQWV������RI�*'3�DQG�D�GLYHUVLRQRI� UHVRXUFHV� IURP�RWKHU� FULWLFDO� DUHDV�� VXFK� DV� HGXFDWLRQ� DQG�KHDOWK� FDUH��7KH� FDXVH�RI� WKLV�VXEVLG\�HQWUHQFKPHQW�LV�WKDW�VKRUW�WHUP�HOHFWRUDO�DGYDQWDJH�KDV�UHSHDWHGO\�EHHQ�SODFHG�DKHDG�RI�GHDOLQJ�ZLWK�WKH�VHULRXV�PHGLXP� DQG�ORQJ�WHUP�FRQVHTXHQFHV�RI�DOORZLQJ�WKH�ODUJHVW�DQG�IDVWHVW JURZLQJ�HOHFWULFLW\�HQG�XVH�VHFWRU��IDUPHUV��WR�KDYH�IUHH�RU�VXEVLGLVHG�HOHFWULFLW\� %\����±����*(%�FODLPHG�WKDW�WKH�DJULFXOWXUDO�VHFWRU�FRQVWLWXWHG DSSUR[LPDWHO\�����RI�WKH�WRWDO�HOHFWULFDO�HQHUJ\�XQLWV�FRQVXPHG�LQ�*XMDUDW��$W�SUHVHQW��RYHU�����RI WKH�VDOH�RI�HQHUJ\�XQLWV�WKDW�DUH�UHSRUWHG�XQGHU�WKLV�FRQVXPHU�FDWHJRU\�DUH�XQPHWHUHG���%\�RYHU�UHSRUWLQJ�VDOHV�WR�WKH�VXEVLGLVHG� DJULFXOWXUH� XVHUV�� LQGLYLGXDO� PDQDJHUV� RI� WKH� *(%� FDQ� VHOO� WKH� HOHFWULFLW\� WR�
� ,Q����������DJULFXOWXUH�DQG�GRPHVWLF�FURVV�VXEVLGLHV� IRU�DOO�RI� ,QGLD� WRWDOHG�5V��������ELOOLRQ��XS� IURP�5V����ELOOLRQ� LQ����������0R)�������

<HDU� 0: ��JURZWK�\U���� ������� ������� ������� �������� �������� �������� �������� �������� ���� �������� ���� ��������� ���� �������� ���� �������� ���� �������� ���� �������� ���� ����1RWH��LQFOXGHV�VWDWH��FHQWUDO�DQG�SULYDWH�FDSDFLW\
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LQGXVWULDO� XVHUV� RU� ULFK� GRPHVWLF� FRQVXPHUV� DQG� FUHDWH� D� UHQW� HTXDO� WR� WKH� TXDQWLW\� VROG�PXOWLSOLHG� E\ WKH� SULFH� GLIIHUHQFH�� 7KH� DVVHVVHG� VDOH� RI� HQHUJ\� XQLWV� UHSRUWHG� XQGHU� WKH�DJULFXOWXUDO� VHJPHQW�KDV�EHHQ�TXHVWLRQHG�E\� WKH�*(5&��,&5$������� DV�ZHOO� DV�6HEDVWLDQ�0RUULV� ������� F��ZKR�DVVHUWV� WKDW�PXFK�RI� WKH� HOHFWULFLW\� WKDW� LV� FODLPHG� WR�EH�XVHG�E\� WKH�DJULFXOWXUH�VHFWRU�LV�LQ�IDFW�GLYHUWHG�WR�LOOHJLWLPDWH�XVHV��D�FODLP�VWURQJO\�GHQLHG�E\�WKH�*(%��7KH� *(%� ERDUG�PHPEHU� IRU� )LQDQFH� JRHV� DV� IDU� DV� WR� FDOO� 3URIHVVRU�0RUULV� D� ³ZRUWKOHVV�LQGLYLGXDO�´ ZKR�LV�³FRPSOHWHO\�RXW�RI�WRXFK�ZLWK�UHDOLW\´��6ULYDVWDYD����������
6HEDVWLDQ�0RUULV� ������� DUJXHV� WKDW� WKH� ILJXUHV� IURP� WKH�*(%�DQG�QRZ�*(5&�DUH� IODZHG�EHFDXVH� WKH\�DUH�JURVVO\�RXW�RI� OLQH�ZLWK�QHLJKERXULQJ�VWDWHV�RQ�D�SHU�SXPS VHW�EDVLV�� �)RU�H[DPSOH�� SHU� SXPS VHW� FRQVXPSWLRQ� LQ� *XMDUDW� ZRXOG� EH� �±�� WLPHV� KLJKHU� WKDQ� WKDW� RI�0DKDUDVKWUD�� .DUQDWDND�� 7DPLO� 1DGX�� DQG�$QGUKD� 3UDGHVK�� � ,Q� RWKHU� ZRUGV�� HDFK�*XMDUDW�SXPS VHW�ZRXOG�EH� UXQQLQJ� WKH�HTXLYDOHQW�RI�����RI� WKH�\HDU��D�SUDFWLFDO� LPSRVVLELOLW\�ERWK�EHFDXVH�RI�ZDWHU� OLPLWDWLRQV�DQG�EHFDXVH�WKH�HOHFWULFLW\�VXSSO\�WR�UXUDO�DUHDV� LV�FXW�RII�ZLWK�VXFK�UHJXODULW\���7KH�RWKHU�DUJXPHQW�WKDW�XQGHUFXWV�*(%¶V�FODLP�RI�KLJK�DJULFXOWXUH�XVH��DQG�WKXV�KLJK� VXEVLG\�SD\PHQWV� IURP� WKH�JRYHUQPHQW�� LV� WKH� ODUJH�PLVPDWFK�EHWZHHQ� WKH�*(%�FODLP�RI�WRWDO�ORVVHV�������DQG�*(5&¶V�ILQDO�GHWHUPLQDWLRQ�GXULQJ�WKH�ILUVW�WDULII�RUGHU�LVVXHG�LQ�2FWREHU�RI������ RI�ORVVHV�RI������*(5&����������7KH�SUREOHP�LV�JLYHQ�IXOO�WUHDWPHQW�LQ�WKH�WDULII�RUGHU�

*(%�KDV� VKRZQ� WKH�DJULFXOWXUDO� FRQVXPSWLRQ�DV��������08�DV�SHU� LWV� UHYLVHG�HVWLPDWH�VXEPLWWHG�RQ�-XO\����������7KH�&RPPLVVLRQ�KDV�FRPSXWHG�VXFK�FRQVXPSWLRQ�RQ�WKH�EDVLV�RI�WKH�LQVWDOOHG�FDSDFLW\�RI�WKH�SXPSV�DQG�WKH�QRUPV�SUHVFULEHG�E\�0LVKUD�&RPPLWWHH�DQG�WKDW� FRPHV� WR� QHDUO\� ������ 08�� ,W� LV� WKHUHIRUH� FOHDU� WKDW� VXEVWDQWLDO� TXDQWLW\� RI�FRQVXPSWLRQ�LV�VKRZQ�E\�ZD\�RI�DJULFXOWXUDO�XVH�DQG�DV�VXFK�LW�LV�GLIILFXOW�WR�DVVHVV�XVH�RI�XQDXWKRUL]HG�SRZHU�RU� ORVV�RI�SRZHU�E\�ZD\�RI� WKHIW� WKDW�PLJKW�KDYH�EHHQ�DGGHG�RU�LQFOXGHG� LQ� WKH� XVH� RI� DJULFXOWXUDO� VHFWRU�� 7KHVH� DOO� KDYH� UHVXOWHG� RQ� DFFRXQW� RI� XQ�PHWHULQJ�VXSSO\�WR�WKH�DJULFXOWXUDO�VHFWRU �*(5&�������������
+RZHYHU�� *(5&� UHFHQWO\� FRPPLVVLRQHG� D� VFLHQWLILF� VWXG\� IURP� 7(5,� WKDW� DSSHDUV� WR�VXSSRUW� WKH�*(%¶V�SRVLWLRQ E\ GHPRQVWUDWLQJ�WKDW�DJULFXOWXUH�FRQVXPSWLRQ�LV�DERYH�����RI�WKH�WRWDO���7KLV�VWXG\�ZDV�GRQH E\�VDPSOLQJ�VHYHUDO�GLVWULFWV��7(5,�VHOHFWHG����VDPSOH�IHHGHUV�
� 7KH�VWXG\�E\�7(5,�ZDV�FRPSOHWHG�LQ������DQG�LV�QRW�SXEOLFO\�DYDLODEOH���7KH�DXWKRU�ZDV�DEOH�WR�ORRN�DW�WKH�ILQGLQJV��EXW�ZDV�QRW�DEOH�WR�REWDLQ�D�FRS\�RI�WKH�UHVXOWV�� �7KH�PHWKRGV�HPSOR\HG�ZHUH�ZHOO�WHVWHG�VDPSOLQJ�WHFKQLTXHV��EXW�PD\�KDYH�PLVVHG�WKH�PRVW�JULHYRXV�RXWOLHUV�RI�µDJULFXOWXUH¶�XVH�DQG�WKHUHIRUH�XQGHU�UHSUHVHQWHG�WKH�WRWDO�DPRXQW�RI�SRZHU�WKDW�LV�VWROHQ�RU�µPLVGLUHFWHG¶�
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DFURVV� DOO� FDWHJRULHV�� ���RI� WRWDO� IHHGHUV�� DQG� FRQGXFWHG� VWXGLHV� LQ� HDFK� ]RQH�RI� WKH�*(%���5HVXOWV� RI� HDFK� ]RQH
V� VDPSOH� IHHGHUV� ZHUH� WKHQ� H[WUDSRODWHG� WR� ILQG� WKH� WRWDO� DJULFXOWXUH�FRQVXPSWLRQ� DQG� HOHFWULFLW\� ORVVHV�� 5HVXOWV� IURP� UXUDO� IHHGHUV� ZLWK� PL[HG� ORDGV� ZHUH�FURVVFKHFNHG�ZLWK�UHVXOWV�RI�UXUDO�IHHGHUV�KDYLQJ�RQO\�DJULFXOWXUDO� FRQQHFWLRQV���7RWDO�ORVVHV�IRXQG�ZHUH�LQ�WKH�RUGHU�RI�������DQG�WRWDO�DJULFXOWXUH�FRQVXPSWLRQ�ZDV��������N:K��ZKLFK�ZDV�����RI�WRWDO�FRQVXPSWLRQ���7KLV�VWXG\�³SURYHV�WKDW�DJULFXOWXUH�FRQVXPSWLRQ�LV�LQ�RUGHU�RI�����´��6KDK�D��������� :KLOH�WKH�DXWKRU�GRHV�QRW�GRXEW�WKH�YDOLGLW\�RI�WKLV�*(5&�VSRQVRUHG�VWXG\��WKH�*(%�LWVHOI�DGPLWV�WR�SRRU�UHFRUG�NHHSLQJ��*(5&������� DQG�KDV�PRXQWHG�OLWWOH�LQ�WKH�ZD\�RI�GLUHFW�HYLGHQFH�DJDLQVW�WKH�FODLP� DQG�WKH�PHWHULQJ�SUREOHP��DV�H[SRXQGHG�LQ�WKH�WDULII�RUGHU�UHPDLQV�D�KXJH�SUREOHP�
7KH� HOHFWULFDO� VXSSO\�ZDV�PHDVXUHG� WLOO� ����� LQ� DJULFXOWXUDO� VHFWRU��ZKHQ� WKH�+3�EDVHG�WDULII� ZDV� LQWURGXFHG�� +RZHYHU�� WKH� PHWHUV� KDYH� EHHQ� UHPRYHG�� WKHUHDIWHU�� VXSSO\LQJ�HOHFWULFLW\� LQ� DJULFXOWXUDO� DUHD� LV� RQ�+3� EDVLV�� 7KHUHIRUH�� RQ� DFFRXQW� RI� UHPRYDO RI� WKH�PHWHUV��WKH�TXDQWXP�RI�WKH�HQHUJ\�VXSSOLHG�LQ�DJULFXOWXUDO�VHFWRU�LV�QRW�NQRZQ QRU�LW�FDQ�EH�NQRZQ�UHDVRQDEO\ �*(5&�������������

$JULFXOWXUH� XVHV� ODUJH� TXDQWLWLHV� RI� ORFDOO\� DYDLODEOH� QRQ�FRPPHUFLDO� HQHUJLHV�� VXFK� DV�PDQXUH� DQG� DQLPDWH� �H�J�� GUDIW� DQLPDOV�� HQHUJ\�� � ,Q� DGGLWLRQ�� KLJKHU� YDOXH�� FRPPHUFLDO�HQHUJ\� VRXUFHV� DUH� XVHG� GLUHFWO\� DQG� LQGLUHFWO\� LQ� WKH� IRUP� RI� GLHVHO�� HOHFWULFLW\�� IHUWLOLVHU��SODQW� SURWHFWLRQ�� FKHPLFDOV�� LUULJDWLRQ� ZDWHU�� PDFKLQHU\�� HWF�� �6LQJK�� 0LVKUD�� DQG� 1DKDU����������7R�PHHW�HOHFWULFLW\�GHPDQGV��UXUDO�HOHFWULILFDWLRQ�SURJUDPV�ZHUH�EHJXQ�LQ�WKH�����V�DV�D�VRFLDO�DPHQLW\��EXW�E\�WKH�ODWH�����V�WKH�HIIRUWV�ZHUH�FR�RSWHG�E\�DJULFXOWXUH�SODQQHUV�DV�D�ZD\�WR�LQFUHDVH�IDUP�SURGXFWLRQ�WKURXJK�HOHFWULILHG�SXPS�VHWV�IRU�LUULJDWLRQ���,W�ZDV�KRSHG�WKDW�UHDG\�DFFHVV� WR�HOHFWULF�SRZHU�ZRXOG�QRW�RQO\�EHQHILW� LUULJDWRUV��EXW�DOVR�HQKDQFH�UXUDO�LQFRPH�JHQHUDWLRQ�E\�LQFUHDVLQJ�VPDOO�PDQXIDFWXULQJ�DQG�HQDEOLQJ�HGXFDWLRQDO�RSSRUWXQLWLHV��7KH�5XUDO�(OHFWULILFDWLRQ�&RUSRUDWLRQ��5(&��ZDV�IRUPHG�LQ������ZLWK�D�FKDUJH�WR�HOHFWULI\�DOO�YLOODJHV�LQ�,QGLD��LW�FODLPHG�WR�KDYH�HOHFWULILHG�����RI�YLOODJHV�E\��������
����(OHFWULILFDWLRQ
7KH� *RYHUQPHQW� RI� *XMDUDW� ������� D�� FODLPV� WKDW� WKH� VWDWH� LV� µIXOO\� HOHFWULILHG¶�� ZLWK� WKH�H[FHSWLRQ� RI� ��� µQRQ�IHDVLEOH¶� YLOODJHV ± WKDW�ZLOO� EH� VXSSOLHG� WKURXJK� RII�JULG�� GLVWULEXWHG�JHQHUDWLRQ��'*� SURMHFWV��0R3���������7KH�WRWDO�QXPEHU�RI�UXUDO�KRXVHKROGV�LQ�*XMDUDW�DV�SHU�
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WKH�JRYHUQPHQW�FHQVXV�RI������ LV ����������DQG�WKH�0LQLVWU\�RI�3RZHU� �������FODLPV� WKDW�������RI� WKRVH�KRXVHKROGV�KDYH�DQ�DFWLYH�HOHFWULFDO�FRQQHFWLRQ�� �7KH�*(%�PDNHV�D�VLPLODU�FODLP�� WKDW�����RI�DOO�KRXVHKROGV� LQ� WKH� VWDWH�DUH�HOHFWULILHG� WKURXJK� OHJDO�FRQQHFWLRQV��EXW�*XMDUDW� KRXVHKROG� VXUYH\V� E\� WKH�1DWLRQDO�&RXQFLO� RI�$SSOLHG�(FRQRPLF�5HVHDUFK� �������LQGLFDWH�WKDW�DFWXDO�HOHFWULFDO�FRQQHFWLRQ UDWHV�DUH�PXFK�KLJKHU��HVSHFLDOO\�IRU�WKH�ULFK��7DEOH�����KLJKOLJKWV� WKH�GLIIHUHQFHV�IRU�DOO�KRXVHKROGV�LQ�*XMDUDW� LQ������DQG�LPSOLHV WKDW�DW� OHDVW�����RI�DOO�FRQQHFWLRQV�DUH�LOOHJDO��
8QIRUWXQDWHO\��WKH�SURPLVH�RI�HOHFWULFLW\�IRU�DOO�KDV�EHHQ�RYHU�VROG�DQG�XQGHU�GHOLYHUHG���7KH�JRYHUQPHQW� FODLPV� WR� KDYH� HOHFWULILHG� �������� YLOODJHV� EHWZHHQ� ���� DQG� ������5DYLQGUDQDWK�DQG�+DOO���������EXW�WKLV�QXPEHU�LQFOXGHV�PDQ\�FDVHV�ZKHUH�WUDQVPLVVLRQ�OLQHV�SDVV�WKURXJK�WKH�YLOODJH�EXW�ZLWKRXW�SURYLGLQJ�DFWXDO�FRQQHFWLRQV�WR� LQGLYLGXDO�KRXVHKROGV��$�YLOODJH�ZDV�FRQVLGHUHG�WR�EH�HOHFWULILHG�LI�HOHFWULFLW\�ZDV�³XVHG�ZLWKLQ�LWV�UHYHQXH�DUHD�IRU�DQ\�SXUSRVH�ZKDWVRHYHU�´ 7KLV�GHILQLWLRQ�ZDV�FKDQJHG�LQ������WR UHDG��³D�YLOODJH�LV�GHHPHG�WR�EH�HOHFWULILHG�LI�HOHFWULFLW\�LV XVHG�LQ�WKH�LQKDELWHG�ORFDOLW\�ZLWKLQ�WKH�UHYHQXH�ERXQGDU\�RI�WKH�YLOODJH�IRU�DQ\�SXUSRVH�ZKDWVRHYHU´��3DQGX������������� � ,Q�%LKDU�DQG�8WWDU�3UDGHVK WKH�µOLEHUDO¶�GHILQLWLRQ�SUREOHP�LV�PRVW�SURQRXQFHG� RQO\�����DQG�����SHUFHQW�RI�UXUDO�KRXVHKROGV�KDYH�HOHFWULFLW\�VHUYLFH��DQG�WKH�YDVW�PDMRULW\�RI�WKHVH�DUH�ZHDOWK\��ODUJH�ODQGKROGLQJ�IDUPHUV���2YHUDOO��RQO\�����RI�UXUDO�KRXVHKROGV�XVH�HOHFWULFLW\�IRU�OLJKWLQJ��D�VLJQLILFDQW�GLVSDULW\�IURP�WKH������FODLP�RI�HOHFWULILFDWLRQ�LQ�PDQ\�VWDWHV VXFK�DV�*XMDUDW�
5XUDO�HOHFWULILFDWLRQ�SURJUDPV�KDYH�IDOOHQ�VKRUW�IRU�D�QXPEHU�RI�UHDVRQV�
L� 7UDQVPLVVLRQ�OLQHV�DUH�H[SHQVLYH�WR�EXLOG�DQG�ZLWKRXW�D�ODUJH��SD\LQJ��FRQVXPHU�EDVH�LQ�WKH�UXUDO�DUHDV��WKHVH KLJK�FDSLWDO�FRVWV�FDQQRW�EH�UHFRYHUHG�LL� /RQJ�GLVWDQFHV�FRYHUHG�E\�GLVWULEXWLRQ�OLQHV�UHVXOW LQ�KLJK�HOHFWULFLW\�ORVVHV��HVWLPDWHG�DW�����WLPHV�WKH�UDWH�LQ�XUEDQ�DUHDV �5DYLQGUDQDWK�DQG�+DOO���������LLL� 3ROLWLFDO� SDWURQDJH� LV� XVHG� WR� ILOO� WKH�PDMRULW\� RI� MREV� LQ� WKH� VWDWH�RZQHG� HOHFWULFLW\�VHFWRU��ZKLFK�KDV�UHVXOWHG�LQ�LQHIILFLHQFLHV QRW�RQO\�LQ�WHUPV�RI�VXSHUIOXRXV�VWDII�FRVWV�EXW�DOVR�LQ�EXLOGLQJ�DQG�PDLQWDLQLQJ�WKH�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ��7	'��QHWZRUN�WR�UXUDO�DUHDV�LY� (YHQ� ZKHUH� ZRUNLQJ� LQIUDVWUXFWXUH� H[LVWV�� WKH� JRDO� KDV� JHQHUDOO\� EHHQ� WR SURYLGH�FKHDS�HOHFWULFLW\�IRU�LUULJDWLRQ��QRW�WR�HOHFWULI\�QHZ�GRPHVWLF�FRQVXPHUV�

� &RPSOHWH������FHQVXV�UHVXOWV�LQ�*XMDUDW�DUH�QRW�DYDLODEOH�GXH�WR�WKH�GLVUXSWLRQ�FDXVHG E\�WKH�HDUWKTXDNH�LQ�����
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Y� /RZ� WDULIIV� LQ� WKH� DJULFXOWXUH� DQG� GRPHVWLF� VHFWRU� OHDYH� IHZ� UHVRXUFHV� IRU� ,QGLDQ�XWLOLWLHV�WR�H[SDQG�RU�HYHQ�PDLQWDLQ�OHYHOV�RI�VHUYLFH��YL� /RFDO� FRXQFLOV� GR� QRW� KDYH� DGHTXDWH� DFFHVV� WR� ILQDQFH� WR� E\SDVV� WKH� FHQWUDO�JRYHUQPHQW¶V� UXUDO� HOHFWULILFDWLRQ� SURJUDPV� DQG� SURYLGH� HQHUJ\� VHUYLFHV� GLUHFWO\� WR�KRXVHKROGV��WKXV�WKHUH�LV�QR�FRPSHWLWLRQ�DQG�QR�PDUNHW�SXOO�PHFKDQLVP��DQGYLL� 7KH� FXUUHQW� OHYHO� RI� GHPDQG� E\� WKH� UXUDO� SRRU� LV� WRR� VPDOO� DQG� WKH� FR�RUGLQDWLRQ�IDLOXUHV� DQG� LQYHVWPHQW� ULVNV WRR� KLJK� IRU� WKH� SULYDWH� VHFWRU� WR� EH� PRWLYDWHG� WR�DGHTXDWHO\�UHVSRQG�
7DEOH����� *XMDUDW�(OHFWULILFDWLRQ������

6RXUFH���1&$(5�������
$Q LPSRUWDQW� YDULDEOH� WKDW� WKH� DERYH� ILJXUHV� GR� QRW� DGHTXDWHO\� FDSWXUH� LV� WKH� TXDOLW\� RI�VHUYLFH� LQ� WHUPV�RI� WKH�TXDQWLW\�RI�HOHFWULFLW\� WKDW� LV�DFWXDOO\�GHOLYHUHG�DQG� WKH�UHJXODULW\ RI�WKH� VXSSO\�� 7KHVH� DUH� ERWK� PDMRU� VKRUWFRPLQJV� RI� WKH� SUHVHQW� V\VWHP�� � 7KH� ODFN� RI� DQ\�FRQQHFWLRQ�DQG�ODFN�RI�JRRG�TXDOLW\ OHJDO�FRQQHFWLRQV LQ�UXUDO�DUHDV�DUH�ERWK�VWURQJ�UHDVRQV�IRU� LQQRYDWLYH� QRQ�FHQWUDOLVHG� VROXWLRQV� WR� EH� H[DPLQHG DV� DOWHUQDWLYHV WR� FHQWUDOLVHG� JULG�HOHFWULFLW\ LQ�QRQ�XUEDQ�DUHDV RI�,QGLD�
����$JHQFLHV�DQG�$FWRUV
6LQFH�������WKH�VWUXFWXUH�RI�WKH�,QGLDQ�HOHFWULFLW\�VHFWRU�KDV�EHFRPH�PRUH�FRPSOH[��ZLWK�QHZ�SULYDWH�XQLWV�DQG�LQFUHDVLQJ�DPRXQWV�RI�FDSWLYH�SRZHU�EHLQJ�DGGHG�WR� WKH�PL[���5DR��������VXPV�XS�WKH�VLWXDWLRQ�VXFFLQFWO\��

«WKHUH� DUH� 6(%V� JHQHUDWLQJ� DQG� GLVWULEXWLQJ� SRZHU� LQ� WKH� VWDWHV�� &368V JHQHUDWLQJ� DQG�WUDQVPLWWLQJ� SRZHU� WR� EH� VROG� RQ� D� SUH�DJUHHG� EDVLV� WR� GLIIHUHQW� VWDWHV� ZLWK� WDULIIV� VHW� E\� WKH�FHQWUDO� JRYHUQPHQW�� SULYDWH� JHQHUDWLQJ� FRPSDQLHV�� SULYDWH� WUDQVPLVVLRQ� FRPSDQLHV�� SULYDWH�

+RXVHKROG�,QFRPH��5V�\U� �XQGHU������� ����������������� ����������������� ����������������� ����$ERYH������� ����$OO�,QFRPH�/HYHOV ����
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GLVWULEXWLRQ�FRPSDQLHV��LQ�DGGLWLRQ�WR�OLFHQVHHV���FHQWUDO�DQG�VWDWH�WUDQVPLVVLRQ�XWLOLWLHV��UHJLRQDO�DQG� VWDWH� ORDG� GLVSDWFK� FHQWHUV�� FHQWUDO� DQG� VWDWH� HOHFWULFLW\� UHJXODWRU\� FRPPLVVLRQV�� DQG� WKH�&HQWUDO�(OHFWULFLW\�$XWKRULW\��&($���+RZHYHU��WKH�6(%�KDV�D�YHWR�RYHU�DQ\�QHZ�JHQHUDWLRQ�LQ�LWV�VWDWH�DQG�VXSSO\�E\�DQ\�QRQ�6(%�JHQHUDWRU�WR�FXVWRPHUV�ZLWKLQ�LWV�VWDWH��7UDGLQJ�DV�DQ�DFWLYLW\�LQ�HOHFWULFLW\� LV� QRW� UHFRJQL]HG� DQG� DFFHVV� WR� WUDQVPLVVLRQ� OLQHV� LV� DW� WKH� GLVFUHWLRQ� RI� WKH�FHQWUDO�VWDWH�WUDQVPLVVLRQ�XWLOLW\ �5DR������������
7KH�*(%�FDWHUV�IRU������PLOOLRQ�FRQVXPHUV�VSUHDG�DFURVV�WKH�VWDWH�WKURXJK�����VXE�VWDWLRQV�DQG�D� OHQJWK\�7	'�QHWZRUN��7KH� IROORZLQJ�VHFWLRQ�GHVFULEHV� WKH�NH\� DFWRUV� LQ� WKH�*XMDUDW�HOHFWULFLW\� VHFWRU� ZLWK� WKH� SULQFLSDO UHODWLRQVKLSV� EHWZHHQ� WKHP� VXPPDULVHG� LQ� )LJXUH� �����7KH�*(%�KDV�UHFHQWO\�GLYHVWHG�LWVHOI� LQWR�WZR�VHPL�DXWRQRPRXV�SULYDWH�FRPSDQLHV��*XMDUDW�(OHFWULF�7UDQVPLVVLRQ�&RPSDQ\�/LPLWHG��*(7&/��DQG�*XMDUDW�6WDWH�(OHFWULFLW\�&RUSRUDWLRQ�/LPLWHG� �*6(&/��� � *(7&/�ZDV� LQFRUSRUDWHG� RQ�0D\� ���� ����� EXW� WKH� WUDQVIHU� RI� XS� WR���.9� RI� WUDQVPLVVLRQ� OLQHV� IURP� *(%� WR� *(7&/� LV� \HW� WR� EH� HIIHFWHG�� *6(&/� LV� WKH�JHQHUDWLQJ�FRPSDQ\�SURPRWHG�E\�WKH�*(%�DQG�RZQV�DQ�LQVWDOOHG�JHQHUDWLQJ�FDSDFLW\�RI�����0:��7KH�RWKHU� LPSRUWDQW�DVSHFW�RI�*XMDUDW� HOHFWULFLW\�JHQHUDWLRQ� LV� WKH�FKDQJLQJ�QDWXUH�RI�RZQHUVKLS�DV�VKRZQ�LQ�7DEOH�����DQG�7DEOH�����
7DEOH����� ,QVWDOOHG�&DSDFLW\�E\�2ZQHUVKLS�LQ�*XMDUDW�6HSWHPEHU��������0:�

6RXUFH���*R*D�������
7DEOH����� 6KDUH�RI�*XMDUDW�*HQHUDWLRQ�E\�6XSSOLHU�����±�����0N:K�

6RXUFH���*R*D�������

<HDU *(% 3ULYDWH &HQWUDO 7RWDO7RWDO 6HFWRU 6HFWRU *HQHUDWLRQ���� ����� ����� ����� ��������� ����� ����� ����� ��������� ����� ����� ����� �������LQ����� ����� ����� �����

6WDWH��*(%� ������ �����&HQWUDO ������ �����3ULYDWH ������ �����7RWDO ������
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)LJXUH������6FKHPDWLF�RI�*XMDUDW 3RZHU�6HFWRU������

*('$�6WDWH�1RGDO�$JHQF\�

*(5&�5HJXODWRU\ &RPPLVVLRQ�&HQWUDO(OHF��$XWK�
0LQ� RI�3RZHU

01(6� 	�,5('$

*(%6WDWH�2ZQHG�8WLOLW\�����RI &DSDFLW\�
*6(&/

$KPHGDEDG�(OHF��&R� 6XUDW�(OHF��&R� ,33V�	�&DSWLYH�����RI�&DSDFLW\�

*RY¶W�RI�*XMDUDW�3ROLF\�
&HQWUH *XMDUDW

/HJHQG $GYLVRU\�5ROH
(OHFWULFLW\�7UDQVIHU�WR�*ULG

*8-$5$7�7UDQVPLVVLRQ*ULG5XUDO�(OHF��&RPP�

5HJXODWRU�RU�2ZQHU

*(7&/
0LFUR�JULGV

,QFHQWLYHV�DQG�6XSSRUW�"

&368Vx 173&x 13&x 1+3&�����RI�*XMDUDW��&DSDFLW\�

5HQHZDEOH�DQG�+\EULG�(QHUJ\�3URMHFWV

*,'%�SODQQLQJ�	�FR�RUGLQDWLRQ�
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*(5&�ZDV�FRQVWLWXWHG�XQGHU�WKH�(5&�$FW RI ����� FRPPHQFHG�LWV�RSHUDWLRQV�IURP�$SULO���������� DQG LV� IXQFWLRQLQJ� DV� WKH� VROH� UHJXODWRU\� DXWKRULW\� LQ� WKH� 6WDWH�� ,Q� LWV� IRXU� \HDUV� RI�RSHUDWLRQ�� WKH�*(5&�KDV�LVVXHG�WDULII�RUGHUV�IRU� WKH�*(%��$KPHGDEDG�(OHFWULFLW\�&RPSDQ\��$(&���DQG� WKH�6XUDW�(OHFWULFLW\�&RPSDQ\� �6(&���7KH�FRPPLVVLRQ�KDV�DWWHPSWHG� WR� UHGXFH�WKH�OHYHO�RI�FURVV�VXEVLG\�E\�RUGHULQJ�D�SURQRXQFHG�KLNH�LQ�WDULIIV IRU�WKH�UHVLGHQWLDO��SXEOLF�OLJKWLQJ�DQG�WKH�DJULFXOWXUDO�VHJPHQWV��ZKLOH�DW�WKH�VDPH�WLPH�RUGHULQJ�D�VPDOO�LQFUHDVH�IRU�WKH�LQGXVWULDO VHFWRU� �,&5$�� ������� 7KH� SROLF\� IXQFWLRQ� RI� WKH� *(5&� LV� OLPLWHG� WR� WDULII� DQG�RSHUDWLRQDO�RUGHUV�IRU�OLFHQVHHV��PRVW�QRWDEO\��WKH *(%�� +RZHYHU��WKH�QHZ�(OHFWULFLW\�$FW�LQ�ERWK� WKH� *XMDUDW� DQG� 1DWLRQDO� 3DUOLDPHQWV� KDV� RSHQHG� XS QHZ� DXWKRULW\� IRU� WKH� *(5&��HVSHFLDOO\� LQ� VHWWLQJ� WKH� GLUHFWLRQ� DQG� SDFH� RI� QHZ� FDSWLYH� JHQHUDWRU� FDSDFLW\� DGGLWLRQV���/RQJ�WHUP� SODQQLQJ� DQG� IXHO� SROLF\� LV� VWLOO� WKH� UHVSRQVLELOLW\� RI� WKH� VWDWH� SRZHU� PLQLVWU\��FXUUHQWO\�LQ�WKH�&KLHI�0LQLVWHU¶V�SRUWIROLR��6KDUPD��������
,Q� ������ WKH� *R* HVWDEOLVKHG� WKH� *XMDUDW� ,QIUDVWUXFWXUH� 'HYHORSPHQW� %RDUG� �*,'%� WR�³IDFLOLWDWH� KLJKHU IORZ�RI� IXQGV� LQWR� LQIUDVWUXFWXUH� VHFWRU� DQG� WR� HQVXUH� FRRUGLQDWLRQ� DPRQJ�YDULRXV�JRYHUQPHQW�DJHQFLHV´��*,'%����������7KH�RUJDQLVDWLRQ�LV�DQ�³RYHU�DUFKLQJ�ERG\´�IRU�LQIUDVWUXFWXUH� GHYHORSPHQW� LQ� *XMDUDW�� HQFRPSDVVLQJ� D� ZLGH� UDQJH� RI� VHFWRUV� LQFOXGLQJ�HOHFWULFLW\��ZDWHU��DQG�WUDQVSRUW��*,'%�IRFXVHV�RQ�RYHUDOO�SODQQLQJ�DQG�FRRUGLQDWLRQ�EHWZHHQ�YDULRXV�VHFWRUV�E\�EULQJLQJ�WRJHWKHU�JRYHUQPHQW�GHFLVLRQ�PDNHUV�DQG�SULYDWH� LQYHVWRUV��7KH�%RDUG� LV� KHDGHG� E\� WKH� &KLHI� 0LQLVWHU� RI� WKH� 6WDWH� DV� ZHOO� DV� 0LQLVWHUV� FRQQHFWHG� ZLWK�LQIUDVWUXFWXUH� DQG� LQGXVWULDO� GHYHORSPHQW�� DQG� DLPV� WR� WDNH� SROLF\�OHYHO� GHFLVLRQV� WKDW� FDQ�VSHHG�SURMHFW�FRPSOHWLRQ��



��

���*(%�23(5$7,21$/�3(5)250$1&(
(OHFWULFLW\� VKRUWDJHV�� EUHDNGRZQV�� ORDG� VKHGGLQJ�� DQG� ORZ� YROWDJH� KDYH� EHFRPH� FKURQLFSUREOHPV LQ�,QGLD�DQG�WKXV�WKH�HOHFWULFLW\�VHFWRU�LV�QRW�DEOH�WR�FROOHFW�VXIILFLHQW�UHYHQXH WR�SD\�IRU�VHUYLFH�LPSURYHPHQWV��3DOPHU�-RQHV����������7KHVH�SUREOHPV�FDQ�EH�IRXQG�LQ�DOO�SDUWV�RI�*XMDUDW DQG� RQH� REYLRXV� FRQVHTXHQFH� RI� SRRU� RSHUDWLRQDO� SHUIRUPDQFH� DQG� FKURQLF� XQGHU�LQYHVWPHQW�LQ�WKH�HOHFWULFLW\�VHFWRU�LV�WKH�VKRUWDJH�RI�HOHFWULFLW\�WR�PHHW�GHPDQG���
��� *HQHUDWLRQ
'HPDQG�JURZWK�LQ�*XMDUDW�KDV�RXWSDFHG�FDSDFLW\� LQVWDOODWLRQ�DQG�GHPDQG�VLGH�PDQDJHPHQW�HIIRUWV�DQG�WKH�UHVXOWLQJ�JDS�LV�HVSHFLDOO\�DFXWH�ZLWK�UHVSHFW�WR�SHDN�GHPDQG�SHULRGV��ZKHQ�WKH�VKRUWIDOO�JURZV�WR�PRUH�WKDQ��������$V�D�UHVXOW��*(%�PXVW�LQVWLWXWH�ZLGHVSUHDG�ORDG�VKHGGLQJ�WR�EDODQFH�WKH�V\VWHP���7KH�PRVW�FRPPRQ�VFHQDULR�LV�IRU�UXUDO�DUHDV�WR�EH�VXEMHFW�WR�URVWHULQJ��WKXV�PRVW�IDUPHUV�KDYH�RQO\��±��KRXUV�RI�HOHFWULFLW\�SHU�GD\�� �7KH�VKRUWIDOO�KDV�DOVR�KDG�DQ�LPSDFW�RQ�LQGXVWULDO�JURZWK��UHWDUGLQJ�QHZ�LQYHVWPHQW�RU�IRUFLQJ�FRPSDQLHV�WR�EXLOG�FDSWLYH�JHQHUDWLRQ� FDSDFLW\� WR� VXSSO\� WKHLU� QHHGV�� )LJXUH���� GLVSOD\V�ERWK� WKH� SHDN�GHILFLW� DQG� WKH�WRWDO�HQHUJ\�VKRUWDJHV�IURP������WR������
)LJXUH������(OHFWULFLW\�(QHUJ\�DQG�3HDN�'HPDQG�6KRUWDJHV�LQ *XMDUDW������±����

6RXUFH���0R3�������
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������� ������� ������� ������� ������� ������� �������<HDU

3HUFHQ
W

(QHUJ\�6KRUWDJH3HDN�'HILFLW
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7DEOH� ���� TXDQWLILHV� WKH� VFRSH� RI� WKH� SUREOHP� LQ� WKH� ODWHVW� SHULRG� DQG� VKRZV� VRPH�LPSURYHPHQW� RQ� WKH� SDUW� RI� WKH�*(%�� �5HFHQW� SULYDWLVDWLRQ�� FDSWLYH� FDSDFLW\� DGGLWLRQV� DQG�LPSURYHG� RXWSXW� SHU� SODQW� DW� WKH� *(%� KDYH� UHGXFHG� WKH� VKRUWIDOO EXW� WKHVH� SUREOHPV� DUH�H[SHFWHG� WR� FRQWLQXH� LQWR� WKH� IXWXUH� DQG� VHYHUH� HOHFWULFLW\ VKRUWDJH� LQ� ILYH� ZHVWHUQ� VWDWHV��LQFOXGLQJ�*XMDUDW��ZLOO�OLNHO\�OHDG�WR�HOHFWULFLW\ RXWDJHV�LQ�WKH�VXPPHU�RI�������.XEHU��������
7DEOH����� *XMDUDW 0D[LPXP�'HPDQG�DQG�3ODQW�/RDG�)DFWRUV�����±�����

6RXUFH���&0,(�������
7KH� 3ODQW� /RDG� )DFWRU� �3/)�� LQGLFDWHV� WKH� SURSRUWLRQ� RI� WKH� WRWDO� SODQW� FDSDFLW\� WKDW� LV�DFWXDOO\�XWLOLVHG�WR�JHQHUDWH�HOHFWULFLW\���7KH�SODQW�ORDG�IDFWRU�LQ�*XMDUDW�LQ������ZDV��������LQ� WKH� UDQJH� RI� 2(&'� ILJXUHV�� XS� IURP� ������ WKH� SUHYLRXV� \HDU �VHH� 7DEOH� ���� �&0,(��������� �$X[LOLDU\� FRQVXPSWLRQ� LQ�*(%� WKHUPDO SODQWV�ZDV� DSSUR[LPDWHO\� ���� LQ� ���������*(5&���������ZKLFK�LV�ZHOO�DERYH�WKH�2(&'�EHQFKPDUN�RI��±����
7KH� PHULW� RUGHU� RI� VHOHFWLQJ� SODQWV� IRU� RSHUDWLRQ� DQG� HOHFWULFLW\� SXUFKDVH� LV� QRW� VWULFWO\�HQIRUFHG� LQ� *XMDUDW�� 7KH� *(%� SXUFKDVHV� LWV� HOHFWULFLW\� IURP� &HQWUDO� *HQHUDWLQJ� 6WDWLRQV��,QGHSHQGHQW�3RZHU�3URGXFHUV�DQG�DOVR�IURP�&DSWLYH�3RZHU�3ODQWV��RWKHU�JHQHUDWLRQ�VDQFWLRQ�KROGHUV� DQG�1RQ�FRQYHQWLRQDO� VRXUFHV� OLNH�ZLQGSRZHU�� �7KH�SXUFKDVH�RI� HOHFWULFLW\�KDV�QRW�EHHQ�GRQH�RQ�DQ�HFRQRPLF�EDVLV�DQG�ORQJ�WHUP�FRQWUDFWV�RU�SROLWLFV�KDYH GHWHUPLQHG�PDQ\�RI�WKH�GLVSDWFK�FKDUDFWHULVWLFV���7R�EHJLQ�WR�VROYH�WKH�SUREOHP��WKH�*(5&�KDV�RUGHUHG�WKH�*(%�WR� LPSOHPHQW�PHULW�RUGHU�HOHFWULFLW\�SXUFKDVHV��D�PRYH� WKDW� LV�H[SHFWHG� WR� UHGXFH�HOHFWULFLW\�SXUFKDVH� IURP� ,33V E\� ���� �*(5&�� ������� � +RZHYHU�� ORQJ�WHUP� FRQWUDFWV� ZLWK� WKH�LQGHSHQGHQW�SRZHU�SURGXFHU��,33��FRPSDQLHV�ZLOO�OLNHO\�SUHYHQW�D�UDSLG�FKDQJH�WR�PHULW�RUGHU�GLVSDWFK�DQG�PD\�GULYH�HOHFWULFLW\�FRVWV�KLJKHU�IRU�WKH�*(%���,Q�$XJXVW�RI�������KRZHYHU��WKH�*R*�EHJDQ�WU\LQJ�WR�FRHUFH�WKH�LQGHSHQGHQW�SRZHU�SURGXFHUV��,33V��LQ�WKH�VWDWH�WR�UHYLVH�WKHLU�33$V�� � �7KH�JRDO� LV� WR� UHGXFH� WKH�FRVW�RI�SRZHU�DQG� OHDYH�UHVRXUFHV�DYDLODEOH� WR�SDFLI\� WKH�IDUP� DQG� SROLWLFDO� RSSRVLWLRQ� ZLWK� FRQWLQXHG� VXEVLGLHV� �5DJKX�� ������� � &DSWLYH� SRZHU�SURGXFHUV��ZKR�FRXOG�VXSSO\�HOHFWULFLW\�DW�ORZHU�PDUJLQDO�FRVW�WKDQ�*(%�RU�IHGHUDO�FDSDFLW\�
� 0HULW�RUGHU� LV� WKH�SUDFWLFH�RI�SXUFKDVLQJ�HOHFWULFLW\� IURP�JHQHUDWRUV�ZLWK� WKH� ORZHVW�PDUJLQDO�FRVW� ILUVW�� WKXV�PLQLPLVLQJ�WRWDO�SRZHU�SXUFKDVH�FRVWV�

3HULRG 0D[�8QUHVWULFWHG 0D[�'HPDQG 3ODQW�/RDG'HPDQG��0:� &DWHUHG���� )DFWRU����$SULO������-DQ��� ���� ���� ����$SULO������-DQ��� ���� ���� ����



��

DUH RIWHQ� H[FOXGHG�� WKHUHE\� UHVXOWLQJ� LQ� WHFKQLFDO� DQG� HFRQRPLF� LQHIILFLHQF\�� EXW� WKLV�PD\�FKDQJH�XQGHU�WKH�QHZ�*XMDUDW�(OHFWULFLW\�$FW��DV�GLVFXVVHG�LQ�6HFWLRQ���
����7UDQVPLVVLRQ�DQG�'LVWULEXWLRQ
7R�LPSURYH�VHFWRU�SURILWDELOLW\ WKH�LVVXH�RI�KLJK�7	'�ORVVHV��ZKLFK�DUH�HVWLPDWHG�DW�RYHU�����LQ�PDQ\�,QGLDQ�VWDWHV�DQG�DPRXQW�WR�PRUH�WKDQ����ELOOLRQ�DQQXDOO\��DERXW����RI�,QGLD
V�*'3���QHHGV� WR� EH DGGUHVVHG�� 7KH� 7	'� ORVVHV�� ZKLFK� KDYH� GRXEOHG� HYHU\� �� \HDUV� IRU� WKH� SDVW�GHFDGH�� UHSUHVHQW� WZLFH� ZKDW� WKH� FRXQWU\� VSHQGV� RQ� KHDOWK� DQG� KDOI� LWV� H[SHQGLWXUH� RQ�HGXFDWLRQ� �&25(��������� �7KH�7	'� LVVXH LQYROYHV� IRXU SDUWV�� WHFKQLFDO� ORVVHV��GLVWULEXWLRQ�WUDQVIRUPHU�SUREOHPV� FRUUXSWLRQ�DQG�WKHIW�
7KH�GULYH�WR�VXSSO\�HOHFWULFLW\�WR�DOO�UXUDO�ORFDWLRQV�KDV�OHG�WR�DQ�RYHUORDGLQJ�RI�ORZ�WHQVLRQ�OLQHV�� DQG� WKH� RYHU� H[WHQVLRQ� RI� WKH� OHQJWK� RI� WKH� IHHGHU� OLQHV� ,Q� DGGLWLRQ�� WKHUH� KDV� EHHQ�LQDGHTXDWH�LQYHVWPHQW�LQ�7	'�QHZ�FDSDFLW\�DQG�PDLQWHQDQFH���7KHUH�KDV�DOVR�EHHQ�D�VWURQJ�ELDV� WRZDUGV� LQYHVWLQJ� LQ� QHZ� JHQHUDWLRQ� FDSDFLW\� LQVWHDG� RI� XSJUDGLQJ� WKH� 7	'� QHWZRUN��.DQQDQ�DQG�3LOODL����������7KH�ORQJHU�OHQJWKV�RI�WKH�OLQHV�� KLJKHU FXUUHQWV�WUDYHOOLQJ�WKURXJK�WKHP��DQG�WKH�KLJK�UDWLR�RI�ORZ�WHQVLRQ��/7��WR�KLJK�WHQVLRQ��+7��OLQHV� KDYH�UHVXOWHG�LQ�KLJK�WHFKQLFDO� ORVVHV�� � 7KH� DOO�,QGLD� DYHUDJH� RI� UHSRUWHG FXPXODWLYH� 7	'� ORVVHV� ZDV� ������ LQ������ DQG� ���� LQ� *XMDUDW�� ILJXUHV� WKDW� PRVW� OLNHO\� XQGHU�UHSRUW� WKH� WKHIW� RI� DJULFXOWXUDO�HOHFWULFLW\� ORDG�� � %\� FRPSDULVRQ�� RWKHU� GHYHORSLQJ� FRXQWULHV� UHSRUWHG� PXFK� ORZHU� ILJXUHV��&KLQD�� ��� 7KDLODQG� ���� DQG�$UJHQWLQD�� ��� �.DQQDQ� DQG�3LOODL�� ������� �2(&'� ILJXUHV�UDQJH�EHWZHHQ����DQG����
2Q�'HFHPEHU����������WKH�ZHVWHUQ�GLVWULFW��.DFKFKK�GLVWULEXWLRQ�FLUFOH�LQ�*XMDUDW�KDG��������GLVWULEXWLRQ�WUDQVIRUPHUV�LQ�RSHUDWLRQ���,Q�WKH�ILUVW�QLQH�PRQWKV�RI������������RI�WKRVH�IDLOHG��UHTXLULQJ�UHSODFHPHQW�RU�PDMRU�UHSDLUV��3DWHO����������7KXV�DQ DQQXDOLVHG�IDLOXUH�UDWH�RI�����LV�EHLQJ�H[SHULHQFHG���)RU�*XMDUDW�DV�D�ZKROH�WKH�IDLOXUH�UDWH�LV�����RU�DSSUR[LPDWHO\����SHU�PRQWK��ZKLFK�WUDQVODWHV�LQWR�D�VLJQLILFDQW�H[SHQVH�RQ�WRS�RI�HOHFWULFLW\�WKHIW�DQG�WHFKQLFDO�OLQH�ORVVHV�� �(DFK����N9$�GLVWULEXWLRQ�WUDQVIRUPHU�FRVWV�DSSUR[LPDWHO\�5V��������WR�UHSODFH�DQG�ODUJHU�FDSDFLW\����N9$�WUDQVIRUPHUV�FRVW�5V���������6KDK�D��������
� *XMDUDW�KDV���������NP�RI�(+9�+9� OLQHV���������NP�RI�������N9� OLQHV�DQG��������NP�RI�/7�GLVWULEXWLRQ� OLQHV�� IRU�D�+7�/7�UDWLR�RI�������
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7KH�PDLQ� FDXVHV� RI� WUDQVIRUPHU� IDLOXUH� DUH� WKH� ODUJH� QXPEHU� RI� XQDXWKRULVHG� ORDGV� DQG� WKH�RYHU�FDSDFLW\�RI�DJULFXOWXUDO PRWRUV�FRQQHFWHG�WR�HDFK���+LJK�ORDGLQJ��HVSHFLDOO\�IRU�URVWHUHG�UXUDO�DUHDV��RFFXUV�EHFDXVH�PRWRUV�DQG�RWKHU�KHDY\�ORDGV�DUH�OHIW�VZLWFKHG�RQ�WR�LPPHGLDWHO\�WDNH�DGYDQWDJH�RI�WKH�HOHFWULFLW\�ZKHQ�LW�LV�WXUQHG�EDFN�RQ�LQ�WKH�DUHD��7KXV��WKH�ORDG�MXPSV�IURP�]HUR� WR�KLJK� OHYHOV�ZLWK�QR� ODJ� WLPH�DQG� WKH� WUDQVIRUPHUV�EXUQ�RXW�� �8OWLPDWHO\�� IDLOHG�GLVWULEXWLRQ� IHHGHUV� UHVXOW� LQ� HOHFWULFLW\�RXWDJHV�� �$JJUHJDWH� ILJXUHV� IRU� WKH�*(%�VKRZ� WRWDO�WUDQVPLVVLRQ�LQWHUUXSWLRQV�RI�����KRXUV�LQ�����±���DQG�D�ZHLJKWHG�DYHUDJH�DYDLODELOLW\�UDWLR�RI�������IURP�����±������,&5$����������7KH *(5&�KDV�RUGHUHG�WKH�*(%�WR�UHGXFH�RXWDJHV�DQG�LPSURYH�YROWDJH�DQG�IUHTXHQF\�OHYHOV��*(5&��������
����6XSSO\
5HQW�VHHNLQJ�DQG�FRUUXSWLRQ�RFFXU�DW�ERWK�WKH�PDFUR�OHYHO�DQG�LQ�WKH�IRUP�RI�SHWW\�FRUUXSWLRQ�LQ� WKH� ,QGLDQ�HOHFWULFLW\� VHFWRU�� �7KH�SHWW\� IRUPV�KDYH�EHHQ�H[DPLQHG�E\�ILHOG� OHYHO�VXUYH\V�FRQGXFWHG�E\�7UDQVSDUHQF\�,QWHUQDWLRQDO�� ,QGLD���������ZKLFK�UHYHDO� WKH�VFRSH�DQG�GHSWK�RI�FRUUXSWLRQ� IRU� WKH� DYHUDJH� ,QGLDQ�� � 2Q� WKH�PLFUR� OHYHO�� FRUUXSWLRQ� LQ� WKH� HOHFWULFLW\� VHFWRU�DORQH� DIIHFWV� ����� RI� WKH� ,QGLDQ� SRSXODWLRQ� HDFK� \HDU�� � 0RVW� FLWH� µLPSURSHU� VXSSO\� RI�HOHFWULFLW\¶�DQG�µSD\PHQW�RI�H[FHVV�ELOOV¶�DV�WKH�NH\�FRUUXSWLRQV�IDFHG���$ERXW�����RI�VXUYH\�UHVSRQGHQWV�ZKR�KDG�LQWHUDFWHG�ZLWK�WKH�SRZHU�VHFWRU�LQ�WKH�SDVW�\HDU�KDG�WR�EULEH WKH�RIILFH�VWDII LQ�RUGHU� WR�HQVXUH�HOHFWULFLW\ VXSSOLHV� WR� WKHLU�UHVLGHQFH �7,,��������� 7KH�NH\�DFWRUV� LQ�FRUUXSWLRQ�LQ�WKLV�VHFWRU�DUH�OLQHVPHQ��������RIILFHUV��������PHWHU�UHDGHUV�������DQG�ELOOLQJ�FOHUNV���������7KH�KLJKHVW�LQFLGHQFH�RI�WKLV�H[SHULHQFH�ZDV�LQ�WKH�:HVW�=RQH�RI�,QGLD��������ZKLFK�LQFOXGHV�*XMDUDW��7,,���������
,Q�PDQ\� YLOODJHV� DQG� SRRU� XUEDQ� DUHDV�� ORFDO� µVWURQJ�PHQ¶� FRQWURO� DFFHVV� WR� HOHFWULFLW\� E\�VHOOLQJ�LOOHJDO�FRQQHFWLRQV�RU�EURNHULQJ�ZLWK�WKH�ORFDO�*(%�OLQHPHQ�WR�DOORZ�OHJDO�KRRN�XSV���7KLV� FRUUXSWLRQ� LV� WKHQ� SURWHFWHG� E\� LQIOXHQFLQJ� WKH� ORFDO�0/$ WR� HQVXUH� WKDW� DQ\� UHIRUP�PLQGHG�*(%�HQJLQHHU�FDQQRW�HQIRUFH�HOHFWULFLW\� WKHIW�ODZV���,Q�VRPH�FDVHV��DUPHG�WKXJV�DUH�HPSOR\HG� WR� GULYH� DZD\� *(%� WKHIW� UHGXFWLRQ� WHDPV� �6ULYDVWDYD�� ������� � 7KLV� SURFHVV� LV�VLPLODU�WR�WKH�SULYDWH�VHFXULW\�IRUFHV�RU�JRRQGDV WKDW�DUH�XVHG�E\�ORFDO�SROLWLFLDQV�WR�HQIRUFH�DQG�SHUSHWXDWH�FRUUXSW�UHODWLRQV �+DUULVV�:KLWH�DQG�:KLWH���������



��

&RUUXSWLRQ�KDV�PDQLIHVWHG LWVHOI�LQ�WKH�6(%V¶ UHSRUWLQJ�KLJK�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�RU�DX[LOLDU\� ORVVHV� ZKHQ� LQ� IDFW� PRUH� WKDQ� KDOI� RI� WKH� µORVW¶� HOHFWULFLW\� LV� WKHIW�� /LWWOH� RU� QRPHWHULQJ� DQG� SRRU� ELOOLQJ� DQG� FROOHFWLRQV� DGG� WR� WKH� GLIILFXOWLHV� RI� UHFRYHU� FRVWV�� � ,Q�PDQ\�FDVHV��PDQDJHUV�DUH�LQYROYHG�GLUHFWO\�LQ�WKH�VDOH�RI�HOHFWULFLW\�WR�LQGXVWULDO�IDFLOLWLHV��0RUULV����������³7KHUH�LV�REYLRXVO\�PLV�UHSRUWLQJ�JRLQJ�RQ�ZLWKLQ�WKH�*(%��WR�WKH�SULYDWH�EHQHILW�RI�*(%� HQJLQHHUV� DQG� LQGXVWULDO� �HVSHFLDOO\� VPDOO� LQGXVWU\�� FRQVXPHUV� ZKR� DUH� WKH� SULQFLSDO�EHQHILFLDULHV´� �0RUULV�� ����������� � )RU� H[DPSOH�� 6(%� PDQDJHUV� FODLP� H[WUD� FRPSHQVDWLRQ�IURP� WKH� JRYHUQPHQW� E\� RYHU�UHSRUWLQJ� DJULFXOWXUH� XVH� DQG� WKHQ� NHHSLQJ� WKH� GLIIHUHQFH� IRU�WKHPVHOYHV��ZKLFK�FDQ�DPRXQW�WR PRUH�WKDQ�5V���N:K���7KH�GLUHFW�VXEVLGLVDWLRQ�RI�WKH�VHFWRU�LV�DQ�RSHQ�LQYLWDWLRQ�IRU�FRUUXSWLRQ�DQG�LOOHJDO�VDOHV�EHFDXVH�WKH�ORVVHV�DUH�WUDQVIHUUHG�WR�WKH�JRYHUQPHQW� EDODQFH� VKHHW� DQG� WKHUH� LV� QR� KDUG� EXGJHW� FRQVWUDLQW�� � 5HFHQW� OLEHUDOLVDWLRQ RI�RZQHUVKLS�HIIRUWV�LQ�2ULVVD�KDYH�IDLOHG�WR�FRUUHFW�WKH�SUREOHP�EHFDXVH�WKH\�GR�QRW�VWUXFWXUDOO\�FKDQJH�WKH�VXEVLGLVDWLRQ�SDWKZD\��7KLOODL��������7KLOODL���������
0RUULV� ������� D�� DUJXHV� IRU� DQ� LQFUHPHQWDO� FKDQJH� WKDW LPSOHPHQWV� D� V\VWHP� RI� GLUHFW�VXEVLGLVDWLRQ� XVLQJ� FRXSRQV� RU� YRXFKHUV� WKDW� ZRXOG� EHWWHU� FRQWURO� WKH� OHDNDJHV� IURP� WKH�V\VWHP���)RU�H[DPSOH��HDFK�HOLJLEOH�IDUPHU�ZRXOG�UHFHLYH�D�EDVH�OHYHO�RI�VXEVLGLVHG HOHFWULFLW\�FRXSRQV�� DQ\�FRQVXPSWLRQ�DERYH�WKLV�OHYHO�ZRXOG�KDYH�WR�EH�SDLG�IRU�DW�WKH�FRPPHUFLDO�UDWH���+RZHYHU��WKLV�VROXWLRQ�FRXOG�UHVXOW�LQ�D�FRUUXSW�YRXFKHU�SURJUDP�ZLWK�SROLWLFLDQV�FUDIWLQJ�WKH�V\VWHP�WR�HQVXUH�WKH\�DUH�DEOH�WR�KDQG�RXW�WKH�ODUJHVVH��WKHUHE\�UHSURGXFLQJ�WKH�FOLHQW�SDWURQ�UHODWLRQV� WKDW� GRPLQDWH� SXEOLF� JRRGV� GLVWULEXWLRQ� LQ� ,QGLD�� 5HQW�VHHNLQJ� DQG� FRUUXSWLRQ� DUH�HQGHPLF� LQ� ERWK� GHYHORSHG� DQG� GHYHORSLQJ� HFRQRPLHV� 7KH� GLIIHUHQFH� LQ� WKH� GHYHORSLQJ�ZRUOG� LV� WKDW� WKH�FRUUXSWLRQ� LV�PRUH�H[WHQVLYH�� LQFOXGHV�D�P\ULDG�RI� IRUPV�DQG�FDQ�EH�PRUH�GDPDJLQJ�IRU�JURZWK��.KDQ�DQG�-RPR���������
����)LQDQFLDO�6WDWXV
7KH�*(%¶V� ILQDQFHV�KDYH�EHHQ�XQGHUPLQHG�E\� WKH�KLJK� OHYHOV�RI� WKHIW� DQG�QRQ�SD\PHQW�RI�ELOOV�� � ,Q� DGGLWLRQ�� WKH� ODUJH� DJULFXOWXUH� VXEVLG\� DQG� WKH� PLVUHSRUWLQJ� RI� LQGXVWULDO� RU�FRPPHUFLDO�XVHUV�DV�DJULFXOWXUDO�GHPDQG� WKDW� LQ�HIIHFW� UHSUHVHQWV� LOOHJDO�HOHFWULFLW\�VDOHV�DUH�IXUWKHU� UHGXFLQJ� UHYHQXHV�� 7KUHH� LQGLFDWRUV� RI� ILQDQFLDO� KHDOWK� XVHG� E\� ,&5$�� �IRUPHUO\��,QYHVWPHQW� ,QIRUPDWLRQ� DQG�&UHGLW�5DWLQJ�$JHQF\� RI� ,QGLD� /LPLWHG��� IRU� WKH�6(%V� DUH�� WKH�VXEVLG\�UDWH�UHTXLUHG�IURP�WKH�VWDWH�JRYHUQPHQW�WR�DFKLHYH�D����UHWXUQ�RQ�FDSLWDO��ERDUG�GHEW�



��

OHYHOV�� DQG� WKH� UDWLR� RI� UHYHQXHV� WR� RSHUDWLQJ� FRVWV�� � ,Q� HDFK� FDVH�� WKH� *(%¶V� SRVLWLRQ� KDV�GHWHULRUDWHG��7R�FRYHU�WKH�UHYHQXH�VKRUWIDOO��WKH�*RYHUQPHQW�RI�*XMDUDW��*R*��SD\V�WKH�*(%�DQ�RSHUDWLQJ�VXEVLG\�HDFK�\HDU��7DEOH�����VKRZV�WKH�OHYHO�RI�VXEVLG\�UHTXLUHG��L�H��SD\DEOH��WR�EULQJ�WKH�*(%�LQWR�WKH�EODFN�DQG�WKH�WRWDO�VXEVLG\�DFWXDOO\�SDLG�
7DEOH����� 6XEVLG\�/HYHOV�IRU�WKH�*(%�LQ�PLOOLRQ�5V������±�����

6RXUFH���,&5$�������
$FWXDO� SURILW� DQG� ORVV� YDOXHV� LQ� )LJXUH� ���� VKRZ� WKH� GHWHULRUDWLQJ� µERWWRP� OLQH¶� UHVXOW� RI� D�EURNHQ�V\VWHP�RI�VXEVLGLVHG�WDULIIV�WKDW�GR�QRW�FRYHU�WKH�FRVW�RI�VXSSO\�DQG�OLWWOH�RSHUDWLRQDO�DFFRXQWDELOLW\�
)LJXUH����� *(%�3URILW�DQG�/RVV�%HIRUH�6XEVLG\������±����

6RXUFH���3&�������
7KH�*(%�ORVVHV�LQ������ZHUH�5V�����EQ�������PLOOLRQ��DQG�KDYH�VKRZQ�OLWWOH�LPSURYHPHQW�VLQFH���7KXV WKH�*XMDUDW�V\VWHP�LV�YLUWXDOO\�EDQNUXSW�DQG�ZLOO�FRQWLQXH�WR�ODFN�WKH�UHVRXUFHV�WR�SURYLGH� DGHTXDWH� OHYHOV� RI� VHUYLFH�� HVSHFLDOO\� WR� UXUDO� DUHDV� LQ� WKH� IXWXUH�� ,Q� VXP�� FRVWV� DUH�ULVLQJ�ZKLOH�VXEVLGLVHG� WDULIIV�� WKHIW� DQG�QRQ�FROOHFWLRQ�RI�ELOOV�FRQWLQXH� WR� UHGXFH� UHYHQXHV���
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<HDU ������� ������� �������6XEVLG\�3DLG ����� ����� �����6XEVLG\�3D\DEOH ���� ����� �����5DWLR ���� ���� ����$YHUDJH�5DWLR ����



��

7DEOH�����VKRZV�WKH�DQQXDO�JURZWK�UDWH�LQ�WKH�FRVW�RI�HOHFWULFLW\�IRU�*XMDUDW�FRPSDUHG�WR�WKH�DOO�,QGLD�DYHUDJH�
7DEOH����� &RVW�RI�(OHFWULFLW\�IRU�*(%�DQG�DOO�,QGLD�$YHUDJH������±������5V�N:K�

6RXUFH� �,&5$E�������
7KH� DYHUDJH� WDULII� LQ� WKH� DJULFXOWXUH� VHFWRU� LV� 5V� �����N:K� �LQ� ������ DQG� WKLV� FDWHJRU\� RI�GHPDQG�KDV�JURZQ�WR�QHDUO\�KDOI�RI�DOO�HOHFWULFLW\�ELOOHG���7KXV��WKH�UHYHQXH�UDWLR�KDV�VOLSSHG�IURP�����LQ������WR�����E\�������ZKLOH�WKH�GHEW�OHYHO�KDV�LQFUHDVHG�IURP�5V������ELOOLRQ�LQ������ WR�5V������E\�������$W� WKH� VDPH� WLPH�� WKH� UHVRXUFHV� DOORFDWHG� WR� WKH�*(%� IRU� FDSLWDO�H[SHQGLWXUH� KDYH� GHFUHDVHG� LQ� WKH� SODQQLQJ� SURFHVV�� � ,Q� WKH� �WK SODQ�� ����±���� *XMDUDW�DOORFDWHG�������RI�SODQ�UHVRXUFHV�WR�WKH�HOHFWULFLW\�VHFWRU��EXW�WKLV�KDV�QRZ�VOLSSHG�WR�������LQ�����±����7KH�UHGXFWLRQV�LQ�*XMDUDW�DOVR�SXW�LW EHORZ�WKH�,QGLDQ�DYHUDJH�VKDUH��ZKLFK�ZDV�������LQ�����±���
/LNH� PDQ\� RWKHU� ,QGLDQ� VWDWHV�� *XMDUDW� KDV EHHQ� XVLQJ� WKH� *(%� WR� KHOS� ILQDQFH� SXEOLF�VSHQGLQJ� E\� GHOD\LQJ� SD\PHQWV� WR� FHQWUDO� JRYHUQPHQW� HOHFWULFLW\� VXSSOLHUV�� VXFK� DV�173&���7KHVH� DUUHDUV��ZKLFK�QRZ� WRWDO�5V������ELOOLRQ� ������PLOOLRQ�� �0R3��������� DOORZ� WKH� VWDWH�JRYHUQPHQW� WR� GHOD\� VXEVLG\� SD\PHQWV� DQG� H[WHQG� EXGJHWDU\� RXWOD\V� WR� RWKHU� VHFWRUV��HVVHQWLDOO\�ILQDQFLQJ�WKH�HOHFWULFLW\�VHFWRU�WKURXJK�WKH�FHQWUDO�JRYHUQPHQW�WKDW�LV�JXDUDQWHHLQJ�WKH�GHEWV�RI�WKH�173&��5(&��HWF�
2I�GLUHFW�FRQFHUQ�IRU�WKH�HOHFWULFLW\�VHFWRU��LV�WKH�GHWHULRUDWLRQ�RI�WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�*XMDUDW� JRYHUQPHQW��ZKLFK�EHFDXVH�RI� D� VWHHS� LQFUHDVH� LQ� UHYHQXH�GHILFLWV�� QRZ�KDV� D�KLJK�OHYHO� RI� GHEW� �,&5$D�� ������� 7KH� DGYHUVH� UHYHQXH� LPSDFW� GXH� WR� GLVWXUEDQFHV� LQ� SDUWV� RI�*XMDUDW��VXFK�DV�WKH�HDUWKTXDNH�RI������DQG�WKH�ULRWV�RI�������DV�ZHOO�DV�FRQWLQXHG�KLJK�ORVVHV�DW�WKH�*XMDUDW�(OHFWULFLW\�%RDUG��*(%� DQG�*XMDUDW�6WDWH�5RDG�7UDQVSRUW�&RUSRUDWLRQ�KDV�KLW�WKH� VWDWH�FRIIHUV�KDUG�� � ,Q�����±���� WKH�GHILFLW�ZDV�5V������ELOOLRQ��ZKLFK URVH� WR�5V�������

$UHD �������� ������� ������� ��������� �������$FWXDO $FWXDO $FWXDO 3URYLVLRQDO 5HY��(VLPDWH*(% ���� ���� ���� ���� ����1RPLQDO���*URZWK�\U ����� ����� ����� �����$OO�,QGLD�$YHUDJH ���� ���� ���� ���� ����1RPLQDO���*URZWK�\U ����� ���� ����� ����



��

ELOOLRQ�E\�����±���RQ D� WRWDO� VWDWH� H[SHQGLWXUH�RI�5V�������ELOOLRQ��PHDQLQJ� WKDW� ������RI�VSHQGLQJ�ZDV�ZLWK�ERUURZHG�IXQGV��*R*D���������7KH�ILQDQFLDO�SUREOHPV�KDYH�PDGH�WKH�FDVH�IRU�UHIRUP�LQ�WKH�HOHFWULFLW\�VHFWRU�PRUH�XUJHQW�
7KH�RWKHU� LPSRUWDQW�PHDVXUHV RI� WKH�VWDWH¶V�ILQDQFLDO�SRVLWLRQ�DUH� WKH�GHILFLW�DQG�GHEW� OHYHOV�FRPSDUHG� WR� VWDWH�GRPHVWLF�SURGXFW��7KH� ILVFDO� LPEDODQFH� FDXVHG�E\�KLJK� H[SHQGLWXUHV� DQG�ORZ�JURZWK�LQ�WD[�DQG�UR\DOW\�UHYHQXH�KDV�UHVXOWHG�LQ�D�ILVFDO�GHILFLW�WKDW��DV�D�SHUFHQWDJH�RI�QHW�VWDWH�RXWSXW��KDV�JURZQ�IURP������LQ�����±���WR�DQ�HVWLPDWHG������LQ�����±����7KH�OHYHO�RI�GHEW�KDV�JURZQ�FRQFRPLWDQWO\�� WRSSLQJ ���� LQ�����±����JURZLQJ WR������� LQ�����±���DQG�SURMHFWHG�WR�LQFUHDVH�WR�������RI�*6'3�E\�0DUFK�������&RQVLGHULQJ�DOO�JRYHUQPHQW�GHEW�LQVWUXPHQWV�DQG�JXDUDQWHHV� LQ� WKHLU� WRWDOLW\�� WKH� SHUFHQWDJH RI�RXWVWDQGLQJ� OLDELOLWLHV� WR� VWDWH�RXWSXW�ZDV���� LQ�0DUFK��������,&5$D��������� &RQWLQXLQJ FXUUHQW KLJK�OHYHOV�RI�VXEVLGLHV�WKDW� DUH� DOORFDWHG WR WKH� HOHFWULFLW\� VHFWRU� ZRXOG� SXW� D� IXUWKHU� VWUDLQ� RQ� WKH� *XMDUDW�JRYHUQPHQW¶V ILQDQFHV��
����6RXUFHV�RI�)LQDQFH
$V�D�UHVXOW�RI�WKH�SRRU�ILQDQFLDO�SRVLWLRQ�RI�WKH�ERDUG�DQG�ORZ�EXGJHW�DOORFDWLRQ��WKH�*(%�LV�XQDEOH� WR� ILQDQFH� QHZ� JHQHUDWLRQ� SURMHFWV� DQG� VWUXJJOHV� WR� NHHS� XS� ZLWK� PDLQWHQDQFH� RQ�FXUUHQW�JHQHUDWLRQ�SODQWV�DQG�7	'�IDFLOLWLHV���6RXUFHV�RI�QHZ�ILQDQFH�IRU�HOHFWULFLW\�SURMHFWV�DUH�GLIILFXOW� WR�REWDLQ�� DV� UHODWHG� LQ� WKH�(FRQRPLF�7LPHV�RI� ,QGLD� LQ�1RYHPEHU������� ³)DVW�GHWHULRUDWLQJ�ILQDQFLDO�FRQGLWLRQV�RI�WKH�VWDWH�HOHFWULFLW\�ERDUGV�DUH�VHHQ�DV�D�PDMRU�ERWWOHQHFN�E\� WKH� LQGXVWU\�� 7KH� ZHDN� ILQDQFLDO� FRQGLWLRQ� RI� WKH� VWDWH� HOHFWULFLW\� ERDUGV� QRW� RQO\�GLVFRXUDJHV�QHZ�LQYHVWPHQW�EXW�DOVR�FDXVHV�WURXEOH�IRU�WKH�H[LVWLQJ�>LQYHVWPHQW@��:LWK�ZHDN�ILQDQFLDO�SRVLWLRQV�RI�VWDWH�HOHFWULFLW\�ERDUGV��EDQNV�KDYH�DOVR�VWDUWHG�UHGXFLQJ�WKHLU�H[SRVXUH�WR� WKH�SRZHU�SURMHFWV�´� �)RU�JULG�JHQHUDWLRQ�FDSDFLW\�DGGLWLRQV� WZR�PDLQ�RSWLRQV�KDYH�EHHQ�XVHG� LQ�*XMDUDW�� LQGHSHQGHQW�SRZHU�SURGXFHUV� �,33V�� DQG�PRUH� HOHFWULFLW\� IURP� WKH�&368¶V��FHQWUDO� SXEOLF� VHFWRU� XQGHUWDNLQJV�� L�H�� JRYHUQPHQW�RZQHG� XWLOLWLHV�� VXFK� DV� WKH� 1DWLRQDO�7KHUPDO�3RZHU�&RUSRUDWLRQ��173&��
,33 LQYHVWPHQW�LQ�*XMDUDW�DQG�WKH�,QGLDQ�HOHFWULFLW\�VHFWRU�PRUH�JHQHUDOO\�KDYH�EHHQ�KDOWHG�E\�D�QXPEHU�RI�HFRQRPLF�IDFWRUV�DQG�E\�WKH�FKLOOLQJ�HIIHFW�RI�WKH�IDLOHG�'DEKRO�3RZHU�3URMHFW��XQGHUWDNHQ� E\� (QURQ� DQG� %HFKWHO�� 7KH� FKLHI� RI� (OHFWULFLWp GH� )UDQFH� �(G)�� LQ� ,QGLD�FRPPHQWHG��³,33V�DUH�ILQLVKHG���7KH�V\VWHP�KDV�FORJJHG�FRPSOHWHO\��>DQG@�H[LVWLQJ�,33V�DUH�



��

VWUXJJOLQJ�LQ�DOPRVW�HYHU\�VWDWH�ZKHUH�WKH\�DUH�RSHUDWLQJ�´�+H�JRHV�RQ�WR�FRPPHQW�WKDW�WKHUH�DUH�H[DPSOHV�IURP�VHYHUDO�VWDWHV�RI�FDQFHOOHG�SRZHU�SXUFKDVH�FRQWUDFWV�ZLWK�,33V��HYHQ�RYHU�WKH�REMHFWLRQV�RI� WKH�0R3� �6ULYDVWDYD��������� ,Q�DGGLWLRQ�� WKH�KLJK�FRVW�RI� HOHFWULFLW\ IURP�LPSRUWHG� OLTXLG� RU�JDV�IXHOOHG� ,33 JHQHUDWLQJ� VWDWLRQV�KDV� LQFUHDVHG� WKH� FRVWV�RI� HOHFWULFLW\DFTXLVLWLRQ�RI� WKH�*(% DQG�UHGXFHG�RXWSXW�IRU� ,33�SODQWV��7KH�LQWHUQDWLRQDO� LQYHVWRU� LV�QRZ�WRWDOO\�DEVHQW�DQG�ORFDO�SOD\HUV�DUH�IHZ�EHFDXVH�UHWXUQV�DUH�VPDOO��&OHDUO\��,33�LQYHVWPHQW�ZLOO�QRW�EH�YLDEOH�XQWLO�WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�6(%V�LV�LPSURYHG���7KH�&368¶V�DUH�DOVR�VKRUW�RI�HOHFWULFLW\� DQG�KDYH�DOORFDWHG�RQO\�PDUJLQDO�LQFUHDVHV�WR�*XMDUDW�LQ�UHFHQW�\HDUV��DQG�KDYH�VWRSSHG� LQFUHDVHV� FRPSOHWHO\� LQ� ������:KLOH� 173&�PD\� RIIHU� VRPH� ORQJ�WHUP� UHOLHI� DV� LWDGGV FDSDFLW\��RWKHU�RSWLRQV�ZLOO�KDYH�WR�EH�FRQVLGHUHG�
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�� 32/,7,&$/�(&2120<�2)�(/(&75,&,7<�,1�*8-$5$7
7KH�VHYHUH�ILVFDO�DQG�HOHFWULFLW\�VXSSO\�VTXHH]H�LQ�*XMDUDW�KDV�KHOSHG�WR�SURSHO�OLEHUDOLVDWLRQ�DQG�UHVWUXFWXULQJ�WR�WKH�IRUHIURQW�RI�VWDWH�SROLWLFV��EXW�WKHUH�LV�D�VWURQJ�SRVVLELOLW\�WKDW�LQWHUHVW�JURXS�SROLWLFV�PD\�VXEYHUW�WKH�SURFHVV�RU�GLOXWH�LWV�HIIHFWLYHQHVV�� �7KLV�VHFWLRQ�GHVFULEHV�WKH�IRUFHV� LQYROYHG� LQ� HOHFWULFLW\� UHJXODWLRQ� DV�ZHOO� DV WKH� KXUGOHV� WR� FKDQJH� DQG� H[SODLQV�ZK\�PRPHQWXP�LV�JDWKHULQJ�IRU�D�PRUH�OLEHUDOLVHG�UHJXODWRU\�VWUXFWXUH�IRU�HOHFWULFLW\�LQ�*XMDUDW�
����3ROLWLFDO�(QYLURQPHQW
7KH�XSSHU�FODVVHV��SUHGRPLQDWHO\�KLJK�FDVWHV��LQ�*XMDUDW�DFFRXQW�IRU�����RI�WKH�SRSXODWLRQ��EXW�RFFXS\�����RI�WKH�PLGGOH�FODVV�DQG�����RI�WKH�ZHDOWKLHVW�FODVV��7KLV�JURXS�KDV�WUDQVODWHG�HFRQRPLF� VXFFHVV� LQWR� SROLWLFDO� FORXW� E\� RYHUZKHOPLQJO\� VXSSRUWLQJ� WKH� %-3� LQ� WKH� ODVW�HOHFWLRQ��3UDNDVK����������7KH�%-3�FDSWXUHG�����RI�WKH�WRWDO�YRWH�LQ�WKH�'HFHPEHU�HOHFWLRQV��VHFXULQJ�����RI�WKH�����VHDWV�LQ�WKH�VWDWH�DVVHPEO\�DQG�ZLQQLQJ ���RI�WKH�����VHDWV�LQ�WKH����ULRW�DIIHFWHG� GLVWULFWV�� ZKLFK� DUH� LQ� FHQWUDO�� QRUWK� DQG� VRXWK� *XMDUDW�� 7KH�&RQJUHVV� 3DUW\�ILQLVKHG�ZLWK�RQO\�����RI�WKH�YRWH��\LHOGLQJ����VHWV�LQ�WKH�QHZ�DVVHPEO\��7KH�HOHFWLRQ�UHVXOWV�ZHUH�QRW�HYHQO\�GLVWULEXWHG� ZLWK�&RQJUHVV�GRLQJ�UHODWLYHO\�ZHOO�LQ�WKH�PRUH�UXUDO�6DXUDVKWUD�UHJLRQ��ZHVWHUQ�*XMDUDW���DQG�WKH�%-3�YLFWRULRXV�LQ�GLVWULFWV�DIIHFWHG�E\�WKH�ULRWV�LQ�HDUO\�������3UDNDVK���������
7KH�PDMRULW\� RI� WKH� OHJDO� IXQGLQJ� IRU� WKH� %-3� FRPHV� IURP� WKH� WUDGHU� DQG� EXVLQHVV� FODVV� ±UDQJLQJ�IURP�UHWDLOHUV�WR�LQGXVWULDOLVWV��-RVKL��������� �7KH�%-3�LV�SHUFHLYHG�DV�D�SDUW\�RI�WKH�EXVLQHVV� SHRSOH�� LQ� FRQWUDVW� WR� &RQJUHVV�� ZKLFK LV� VHHQ� DV� D� SUR�SRRU� SDUW\�� 7KH� HOHFWLRQ�YLFWRU\� UHWXUQHG� %-3� &KLHI� 0LQLVWHU� 1DUHQGUD� 0RGL� WR� RIILFH� DQG� KDV� VHW� WKH� VWDJH� IRU� D�FRQVROLGDWLRQ�RI�SRZHU�LQ�PDQ\�DUHDV�RI�WKH�HFRQRP\��'DVJXSWD�DQG�0DKXUNDU����������7KH�HOHFWULFLW\ VHFWRU�ZLOO�OLNHO\�VHH�D�EUHDN�LQ�WKH�ORJMDP�RI�UHJXODWRU\�UHIRUP�DQG�SROLF\�LQDFWLRQ�WKDW�FKDUDFWHULVHG�WKH�UXQ�XS�WR�WKH�HOHFWLRQV���
*XMDUDW�0LQLVWHU�RI�6WDWH�IRU�(QHUJ\�DQG�3HWURFKHPLFDOV��6DXUDEK�3DWHO��LQWURGXFHG�D�QXPEHU�RI�PHDVXUHV�WR�UHGXFH�WKH�*(%¶V�DQQXDO�GHILFLW�RI�5V��� ELOOLRQ DV�IROORZV�



��

L� $ WDUJHW�RI�5V�����PLOOLRQ�LV�WR�EH�REWDLQHG�IURP�UHGXFLQJ�HOHFWULFLW\�WKHIWV�LL� 3ODQQHG LPSRVLWLRQ�RI D�����FXW�RQ�*(%
V�DGPLQLVWUDWLYH�H[SHQGLWXUH�LLL� 'HEW� UHVWUXFWXULQJ� ZLOO� UHGXFH� LQWHUHVW� UDWHV� RQ� *(%� ORDQV� ZLWK� WKH� ,QGXVWULDO�'HYHORSPHQW�%DQN�RI�,QGLD��,'%,���DQGLY� 3ODQQHG�UHQHJRWLDWLRQ RI�SRZHU�SXUFKDVH�DJUHHPHQWV�WR�GHFUHDVH�SHU�XQLW�VXSSO\�FRVWV��37,��������
7KH�*R*�KDV�VKRZQ�FRPPLWPHQW�WR�LQLWLDWLQJ�UHIRUPV�LQ�LWV�HOHFWULFLW\ VHFWRU�LQ�OLQH�ZLWK�WKH�SDUDPHWHUV ODLG� GRZQ� LQ� LWV� PHPRUDQGXP� RI� XQGHUVWDQGLQJ� �0R8�� ZLWK� WKH� 0R3�� 7KH�SURJUHVV� DFKLHYHG� VR� IDU� DJDLQVW� WKH� VDLG� SDUDPHWHUV� KDV� EHHQ� VDWLVIDFWRU\�� 7KH� *(%¶V�ILQDQFLDO�VLWXDWLRQ�KDV� KRZHYHU� EHHQ�FRQVWUDLQHG�E\�WKH�ODFN�RI�VXVWDLQDEOH VXEVLG\�VXSSRUW�GXH� WR WKH SUHVVXUHV� RQ� WKH� 6WDWH� JRYHUQPHQW� ILQDQFHV �,&5$D�� ������� � 7KH� FRXQWHU�LQWHUSUHWDWLRQ� RI� WKH� SDVW� IHZ� \HDUV� LV� RIIHUHG� E\�0RUULV� ������� D��ZKHQ� KH� FODLPV� WKDW� WKH�UHIRUP� HIIRUWV� DUH� VW\PLHG� LQ� *XMDUDW� EHFDXVH� RI� *(%� EXUHDXFUDWLF� UHVLVWDQFH� DQG� WKH�JRYHUQPHQW¶V�LQDELOLW\�WR�FRQIURQW�WKH�VXEVLG\�LVVXH��ZLWK�GHIHUHQFH�WR�SROLWLFDO�H[SHGLHQF\���
7R� VXPPDULVH�� )LJXUH� ��� GLVSOD\V� WKH� GLIIHUHQW� IRUFHV� DFWLQJ� IRU� DQG� DJDLQVW� HOHFWULFLW\�UHIRUP�LQ�*XMDUDW� 7KLV�WRRO�KDV�EHHQ�XVHG�IRU�PDQ\�GHFDGHV�ZLWKLQ�PDQDJHPHQW�DQG�DVVXPHV�D� VWDUWLQJ� VWDWH� RI� HTXLOLEULXP� IRU� D� SROLF\� HQYLURQPHQW�� 7KH� HTXLOLEULXP� LV� D� UHVXOW� RI� WKH�EDODQFH� EHWZHHQ� GULYLQJ� IRUFHV� WKDW� SXVK� IRU� FKDQJH� DQG� UHVWUDLQLQJ� IRUFHV� WKDW� DFW� DJDLQVW�FKDQJH��,Q�RUGHU�WR�PDNH�FKDQJH�KDSSHQ��WKH�EDODQFH�RI�WKHVH�IRUFHV�PXVW�EH�DOWHUHG�VR�WKDW�WKH�HTXLOLEULXP�PRYHV��
����&HQWUH�DQG�6WDWH�(OHFWULFLW\�5HIRUP�%LOOV
7KH� (OHFWULFLW\� $FW� ������ RULJLQDOO\� SURSRVHG� LQ� WKH� ����� VHVVLRQ� RI� WKH� /RN� 6DEKD�� ZDV�DGRSWHG�LQ�0D\�RI��������7KH�(OHFWULFLW\�$FW�UHSODFHV�WKH�WKUHH�SUHYLRXV�VWDWXWHV�IRU�WKH�VHFWRU�������� ����� DQG� ������ DQG� OD\V� RXW� D� EROG� GLUHFWLRQ� IRU� HOHFWULFLW\� UHIRUP� ZKLOH�VLPXOWDQHRXVO\� UHPRYLQJ� WKH� SROLWLFDO� FRYHU� WKH� VWDWHV� KDYH� EHHQ� KLGLQJ� EHKLQG� WR� VORZ�HOHFWULFLW\�UHIRUP���$FWLYH�SDUWLFLSDWLRQ�E\�VPDOO�RSHUDWRUV�LV�HQFRXUDJHG�LQ�PDQ\�SDUWV�RI�WKH�(OHFWULFLW\�$FW��GLVFXVVHG�LQ�PRUH�GHWDLO�LQ�6HFWLRQV����±�����DV�ZHOO�DV�D�GLUHFW�LQMXQFWLRQ�WR�SKDVH�RXW�FURVV�VXEVLGLHV�DQG�HQVXUH�RSHQ�DFFHVV�WR�WKH�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�V\VWHP��



��

)LJXUH������)RUFHV�LQ�WKH�*XMDUDW�3RZHU�6HFWRU�5HIRUP�3URFHVV

,33¶V DQG�&DSWLYH�3RZHU

$VLDQ�'HYHORSPHQW�%DQN*XMDUDW�*RYHUQPHQW�&0¶V 2IILFH��%-3�"�0DQDJHPHQW�&RQVXOWDQWV
3ULYDWH�,QYHVWRUV��)RUHLJQ�

3ULYDWH�,QYHVWRUV��'RPHVWLF�

86$,'� 'I,'��'$1,'$��HWF�

:RUOG�%DQN

,QGXVWULDO�*URXSV�

:LQG�DQG�6RODU�(QHUJ\�*URXSV

6WDWXV�4XR

/LEHUDOLVDWLRQ���5HIRUP�DQG�3ULYDWL]DWLRQ
6WDWH�2ZQHG�&RQWURO

'ULYLQJ�)RUFHV 5HVLVWLQJ�)RUFHV

*(%�(PSOR\HH�8QLRQ�

*(%�0DQDJHPHQW�

'RPHVWLF�&RQVXPHUV�

6RPH�&RQJUHVV��3DUW\�3ROLWLFLDQV�

2WKHU�3XEOLF�6HFWRU�8QLRQV�

$JULFXOWXUH��(OHFWULFLW\�&RQVXPHUV��,UULJDWRUV�

&RUUXSW�(OHFWULFLW\�2IILFLDOV�DQG�%X\HUV�
)DUPHUV�8QLRQV�
$JULFXOWXUH�3URGXFWV3URFHVVRUV�

,33¶V DQG�&DSWLYH�3RZHU

$VLDQ�'HYHORSPHQW�%DQN*XMDUDW�*RYHUQPHQW�&0¶V 2IILFH��%-3�"�0DQDJHPHQW�&RQVXOWDQWV
3ULYDWH�,QYHVWRUV��)RUHLJQ�

3ULYDWH�,QYHVWRUV��'RPHVWLF�

86$,'� 'I,'��'$1,'$��HWF�

:RUOG�%DQN

,QGXVWULDO�*URXSV�

:LQG�DQG�6RODU�(QHUJ\�*URXSV

6WDWXV�4XR

/LEHUDOLVDWLRQ���5HIRUP�DQG�3ULYDWL]DWLRQ
6WDWH�2ZQHG�&RQWURO

'ULYLQJ�)RUFHV 5HVLVWLQJ�)RUFHV

*(%�(PSOR\HH�8QLRQ�

*(%�0DQDJHPHQW�

'RPHVWLF�&RQVXPHUV�

6RPH�&RQJUHVV��3DUW\�3ROLWLFLDQV�

2WKHU�3XEOLF�6HFWRU�8QLRQV�

$JULFXOWXUH��(OHFWULFLW\�&RQVXPHUV��,UULJDWRUV�

&RUUXSW�(OHFWULFLW\�2IILFLDOV�DQG�%X\HUV�
)DUPHUV�8QLRQV�
$JULFXOWXUH�3URGXFWV3URFHVVRUV�

*(%�(PSOR\HH�8QLRQ�

*(%�0DQDJHPHQW�

'RPHVWLF�&RQVXPHUV�

6RPH�&RQJUHVV��3DUW\�3ROLWLFLDQV�

2WKHU�3XEOLF�6HFWRU�8QLRQV�

$JULFXOWXUH��(OHFWULFLW\�&RQVXPHUV��,UULJDWRUV�

&RUUXSW�(OHFWULFLW\�2IILFLDOV�DQG�%X\HUV�
)DUPHUV�8QLRQV�
$JULFXOWXUH�3URGXFWV3URFHVVRUV�



��

7KH�(OHFWULFLW\�$FW�KDV�EHHQ�FULWLFLVHG�IRU�QRW�DGGUHVVLQJ�WKH�DJULFXOWXUH�VXEVLG\�LVVXH��H[FHSW�WR� UHTXLUH� WKDW� LW�EH� H[SOLFLWO\�SDLG� WKURXJK� WKH� VWDWH�EXGJHW��EXW� WKH�SUREOHP�RI�GLIIHUHQWLDO�SRZHU� SULFHV� EHWZHHQ� VHFWRUV� UHPDLQV�� � 7KLV�ZLOO� FRQWLQXH� WR� SURYLGH� LQFHQWLYHV� IRU� SULFH�DUELWUDJH��PDQLIHVWHG� DV� FRUUXSWLRQ� DQG� WKHIW� �0RUULV� D�� ������� � $V� D� FRXQWHU�� WKH� DFW� GRHV�LQFOXGH� VHYHUDO� PHDVXUHV� WR� FRPEDW� WKHIW�� VXFK� DV� VSHFLDO� FRXUWV� IRU� SURVHFXWLQJ� RIIHQGHUV�TXLFNO\���,W DOVR�UHGXFHV�VRPH�UHJXODWRU\�XQFHUWDLQW\�E\�GHFUHDVLQJ�WKH�QXPEHU�RI�DSSURYDOV�QHHGHG IRU� QHZ� FDSWLYH� DQG� UXUDO� HQHUJ\� SURMHFWV�� EXW� LW� GRHV� QRW� DGHTXDWHO\� UHGXFH� WKH�FRPSOH[�RYHUODSSLQJ�VWUXFWXUH�RI� UHJXODWLRQ�IURP�WKH�FHQWUH� WR� WKH�VWDWH�ERGLHV��RU� WKH�ODUJH�QXPEHU� RI� DSSURYDOV� QHHGHG� IRU� VRPH�SRZHU� SURMHFWV�ZKLFK� GR� QRW� VHOO� SRZHU� DFURVV� VWDWH�OLQHV�� �7KH�RXWFRPH�RQ� WKH�JURXQG�PD\�EH� WKH� FRQWLQXDWLRQ�RU�H[SDQVLRQ�RI� VRPH� IRUPV�RI�FRUUXSWLRQ��D�GLVWLQFW�SRVVLELOLW\�ZKHQ�FRQVLGHUHG�ZLWKLQ�WKH�FRUUXSWLRQ�IUDPHZRUN�SUHVHQWHG�E\� .KDQ� WKDW� VWUHVVHV� WKH� SURSHQVLW\� RI� OLEHUDOLVDWLRQ HIIRUWV� WR� FUHDWH� QHZ� VSDFHV� IRU�FRUUXSWLRQ�LQVWHDG�RI�VWUHDPOLQLQJ�V\VWHPV��.KDQ�DQG�-RPR��������
3DVVDJH�RI�WKH�(OHFWULFLW\�$FW������DW�WKH�IHGHUDO�JRYHUQPHQW�OHYHO�KDV�SDYHG�WKH�ZD\�IRU�WKH�*R*�WR�DGRSW WKH�(OHFWULFLW\�,QGXVWU\�5HRUJDQL]DWLRQ�DQG�5HJXODWLRQ�$FW ������*R*�������LQ�-XQH�������µWKH�*XMDUDW�(OHFWULFLW\�$FW¶���&KLHI�0LQLVWHU�0RGL�KDV NHSW WKH�HOHFWULFLW\ DQG�HQHUJ\� SRUWIROLR� ZLWKLQ� KLV RIILFH�� D� VLJQ� RI� SROLWLFDO� FRPPLWPHQW� WR� LPSOHPHQWLQJ� WKH� DFWZLWK� VRPH�VSHHG�� �7KH� VWDWH�RI�2ULVVD SURYLGHV�D�SUHFHGHQW��ZKHUH� WKH�GHFLVLRQ� WR�NHHS� WKH�VHFWRU� LQ� WKH�&KLHI�0LQLVWHU¶V SRUWIROLR�DQG�D� VWURQJ�FRPPLWPHQW� IURP�KLP��SXVKHG� WKH�ELOO�WKURXJK�LQ������DQG�OHG�WR�PDQ\�WDQJLEOH�FKDQJHV�LQ�WKH�VHFWRU��7KLOODL�����������
7KH�*XMDUDW (OHFWULFLW\�$FW��ILUVW�SURSRVHG�LQ�������LV�SDUW�RI�WKH�FRQWLQXLQJ�HIIRUW�WR�UHGXFH�WKH�*(%¶V�ILQDQFLDO�EXUGHQ�RQ�WKH�VWDWH�FRIIHUV�� �7KH�0RGL�JRYHUQPHQW�KDG�DOUHDG\ GHFLGHG�WR�DFW�DJJUHVVLYHO\�WR�HQG�VRPH�GRPHVWLF�VXEVLGLHV�LQ�WKH�HOHFWULFLW\ VHFWRU�VWDUWLQJ�0DUFK�������� ZLWK�DQ RUGHU�WR�VFUDS�WKH�����GLVFRXQW�WR�GRPHVWLF�FRQVXPHUV ZLWK�PRQWKO\�GHPDQG�RI���� N:K� RU� OHVV�� 7KH� *R* ZLOO� VDYH� RYHU� 5V� ����� ELOOLRQ� DV� D� UHVXOW� �711�� ������� 7KLV�DQQRXQFHPHQW�LV�VHHQ�E\�WKH�LQGXVWU\�H[SHUWV�DV�D�VLJQ�WKDW�PRUH�VZHHSLQJ�HOHFWULFLW\�UHIRUP�PD\� EH� LPSOHPHQWHG LQ� WKH� FRPLQJ� \HDU� DQG� FRXOG� EH� WKH� SUHFXUVRU� WR WKH UHPRYDO� RI�DGGLWLRQDO�HOHFWULFLW\ VXEVLGLHV WR�WKH�IDUP�VHFWRU��711��������
*XMDUDW�KDV�WKXV�IDU�DFFRPSOLVKHG�WKUHH�PDLQ JRDOV�VLQFH�WKH������SXVK�IRU�VHFWRU�UHIRUPV�
L� 6(5&�FRQVWLWXWHG��IXQFWLRQDO��ILUVW�WDULII�RUGHU�LVVXHG�



��

LL� 5HIRUP� /DZ� DSSURYHG� E\� *RYHUQPHQW� RI� ,QGLD� DQG� DGRSWHG LQ� WKH� *XMDUDW� 6WDWH�$VVHPEO\��DQGLLL� 0HPRUDQGXP�RI�8QGHUVWDQGLQJ��0R8��VLJQHG�ZLWK�*RYHUQPHQW�RI�,QGLD�
,Q�SUDFWLFH��WKH�SURJUHVV�KDV�EHHQ�VORZ���7KH�$VLDQ�'HYHORSPHQW�%DQN�KDV�VDQFWLRQHG�ORDQV�RI������PLOOLRQ�XQGHU� WKH�*XMDUDW�3RZHU�6HFWRU�'HYHORSPHQW�3URJUDP�� �7KH� IXQGV�ZLOO�EH�VSOLW�EHWZHHQ�D������PLOOLRQ�SURJUDP�ORDQ�WR�WKH�VWDWH�DQG������PLOOLRQ�DV�D�SURMHFW�ORDQ�WR�WKH�*(%��7KH� ORDQ� LV� SDUW� RI� D�ZLGHU�$'%� HIIRUW� WR� HQFRXUDJH� DQG� VXSSRUW� UHIRUP� HIIRUWV�DFURVV�,QGLD��+RZHYHU��6HEDVWLDQ�0RUULV�FRPPHQWHG�WKDW�WKH�JRDO�RI�WKH�SURJUDP�KDV�ODUJHO\�EHHQ�LJQRUHG�LQ�SUDFWLFDO�WHUPV��DV�PDQ\�RI�WKH�UHIRUPV�XQGHUWDNHQ�KDYH�EHHQ�RQ�SDSHU�RQO\�DQG� KDYH� QRW� OLEHUDOLVHG� WKH� VHFWRU �0RUULV� F�� ������� � $� JRRG� H[DPSOH� RI� WKLV� LV� WKH�µSULYDWLVDWLRQ¶�RI�*(%�JHQHUDWLRQ�DVVHWV�XQGHU�WKH�*6(&/�
7KH�*XMDUDW�(OHFWULFLW\�$FW KDV�PDQ\�VKRUWFRPLQJV��LQFOXGLQJ��QRW�OD\LQJ�RXW�D�QHZ�FDSWLYH�HOHFWULFLW\ SROLF\� QRW� FRQIURQWLQJ� WKH� DJULFXOWXUH� VXEVLGLVDWLRQ� LVVXH RWKHU� WKDQ� WR� UHTXLUH�PRUH�WUDQVSDUHQF\� DQG�DOORZLQJ�EXW�QRW�GLUHFWLQJ D�FKDQJH�LQ�WKH�RZQHUVKLS�RI�*(%�DVVHWV���7KH� PDLQ� FKDQJHV� LPSOHPHQWHG� ZRXOG OLNHO\ EH� WR� WULIXUFDWH WKH� *(%� LQWR� JHQHUDWLRQ��WUDQVPLVVLRQ� DQG� GLVWULEXWLRQ� FRPSDQLHV�� � ,Q� DGGLWLRQ�� WKH� *XMDUDW� $FW KDV� ODQJXDJH� WKDW�ZRXOG�JXDUDQWHH�WKH�WUDQVIHU�RI�FXUUHQW�*(%�HPSOR\HHV�WR�WKH�QHZ�HQWLWLHV��ZLWK�QR�FKDQJHV�DOORZHG� IRU����PRQWKV�� DQG�DIWHU� WKDW� WLPH�RQO\�ZLWK� WKH�DSSURYDO�RI� WKH�6WDWH�JRYHUQPHQW��7KH�RWKHU� FRQFHUQ� LV� WKDW� WKH� DFW� GRHV�QRW� DGHTXDWHO\�SURWHFW� WKH� UHJXODWRU� IURP�FDSWXUH�E\�SROLWLFDO� LQWHUHVWV�EHFDXVH� WKH�&KLHI�0LQLVWHU�FDQ�HIIHFWLYHO\� UHPRYH�D� FRPPLVVLRQHU�DW� DQ\�WLPH�
7KH�*XMDUDW� 0RGHO RI� SURSRVHG� HOHFWULFLW\� GHUHJXODWLRQ�� QRZ� LQ� WKH� KDQGV� RI� WKH� *(5&�LQYROYHV� VHWWLQJ� XS� VHYHQ GLVWLQFW� GLVWULEXWLRQ� FRPSDQLHV� IURP� WKH� VHOO� RII� RI� *(%� DVVHWV���0RUULV�GHWDLOV� WKH�PDUNHW� UDPLILFDWLRQV�RI� WKLV�PRYH�DQG�FODLPV� WKDW�DQ\�FKDQJH� WKDW�ZRXOG�EULQJ� DERXW� PRUH� DFFRXQWDELOLW\� ZRXOG� KHOS� VWHP� WKH� ORVVHV� IURP� WKH� HOHFWULFLW\� V\VWHP�0RUULV����������+RZHYHU��WKH�EUHDN�XS�RI�*(%�GLVWULEXWLRQ�PD\�IXUWKHU�GLOXWH�WKH�WHFKQLFDO�DQG�DGPLQLVWUDWLYH�FDSDFLW\� WKDW�H[LVWV� LQ� WKH�VWDWH�� OHDGLQJ WR�IXUWKHU�SUREOHPV��HVSHFLDOO\� LI�WKH� QHZ� GLVWULEXWLRQ� FRPSDQLHV� DUH� SULYDWLVHG� RQ� SDSHU� RQO\� DQG� GR� QRW� KDYH� D� G\QDPLF�FKDQJH�RI�RZQHUVKLS�DQG�PDQDJHPHQW���



��

7KH�*(%�LV�ZRUNLQJ�KDUG�WR�SURWHFW�LWV�LQWHUHVWV�ZLWKLQ�WKH�OHJLVODWLRQ��DQG�WKH�UHFHQW�UHSRUW�E\�WKH�*(5&�WKDW�GHIHQGV�WKH�OHYHO�RI�DJULFXOWXUDO XVH�VXJJHVWV�WKDW�WKH�*(%�KDV�FUHDWHG�WKH�FRQGLWLRQV� WKDW� ZLOO� DOORZ� LW� WR� PDLQWDLQ� LWV� FRQWLQXHG� GRPLQDQFH� LQ� WKH� VHFWRU�� � &RXQWHU�EDODQFLQJ�WKH�*(%�SROLWLFDO�PXVFOH�DUH WKH�DFWLYH�LQGXVWULDO�DQG�FRQVXPHU�JURXSV�VXFK�DV�WKH�)HGHUDWLRQ� RI� *XMDUDW� ,QGXVWULHV�� %DURGD� *XMDUDW� 6WDLQOHVV� 6WHHO� 5ROOHUV� $VVRFLDWLRQ��$KPHGDEDG� *XMDUDW� &KDPEHUV� RI� &RPPHUFH� DQG� ,QGXVWU\�� $KPHGDEDG� *XMDUDW� $ONDOLHV�DQG�&KHPLFDOV�/LPLWHG��%KDUXFK� DQG�)DUPHUV�RI�1RUWK�*XMDUDW�DQG�.DFKFKK�$UHD�
7KH� RWKHU� DVSHFW� RI� WKH� QHZ� OHJLVODWLRQ� LV� WKH� IRFXV� RQ� UHGXFLQJ� HOHFWULFLW\� WKHIW�� � $QGKUD�3UDGHVK� �$3��DQG�:HVW�%HQJDO�KDYH�ERWK�SDVVHG� VWULQJHQW�QHZ�DQWL�WKHIW� OHJLVODWLRQ� IRU� WKH�HOHFWULFLW\ VHFWRU��DQG�*XMDUDW�KDV�LQFOXGHG�WKHVH�PHDVXUHV�LQ�WKH �����$FW���7KH�*XMDUDW�$FWHVWDEOLVKHV VSHFLDO�FRXUWV�IRU�WKH�TXLFN�SURVHFXWLRQ�RI�HOHFWULFLW\�WKHIW�DQG�DOORZ�WKH�*(%�WR�JR�GLUHFWO\�DIWHU� ODQGORUGV� LQVWHDG�RI� WU\LQJ� WR�SURYH� WKHIW�E\� LQGLYLGXDO� WHQDQWV� �6ULYDVWDYD����������:KLOH�LW�LV�WRR�HDUO\�WR�WHOO�LI�WKH�QHZ�PHDVXUHV�KDYH�EHHQ�VXFFHVVIXO�LQ�$3�DQG�:HVW�%HQJDO��DQ\�QHZ�WRROV�ZKHUHE\ WKH�*(%�FDQ�UHGXFH�WKHIW FDQ�RQO\�EHQHILW WKH�UHYHQXH�VWUHDP���7KH�FRQWLQXHG�LQYROYHPHQW�RI�*(%�RIILFLDOV�LQ�WKHIW�ZLOO� KRZHYHU��SUREDEO\ QRW�EH�VHULRXVO\�WKUHDWHQHG� DQG�WKHUHIRUH�RQO\�µVPDOOHU�ILVK¶ RU�WKH�+7�FRQVXPHUV ZLWKRXW�SROLWLFDO�FRYHU�ZLOO�EH�SURVHFXWHG�
��� 7DULII�$GMXVWPHQWV
,Q�������WKH�*(5&�WDULIIV�ZHUH�DERXW�DYHUDJH�LQ�HDFK�VHFWRU��EXW�LQGXVWULDO�WDULIIV�ZHUH������5V�N:K�DERYH�WKH�DOO�,QGLD�DYHUDJH���7DEOH���� VKRZV�WKH�UDWHV�IRU�VHYHUDO�FRPSDUDEOH�6(%VDQG�D�EDVHOLQH�IRU�*XMDUDW�WDULIIV�
7KH�8QLRQ�HOHFWULFLW\ VHFUHWDU\��5��9��6KDKL��KDV�FDOOHG�IRU�WKH�UHPRYDO�RI�IUHH�HOHFWULFLW\�DQG�FURVV�VXEVLGLHV� LQ� WKH� HOHFWULFLW\ VHFWRU� LQ� RUGHU� WR� LPSURYH� WKH� HOHFWULFLW\ VFHQDULR� LQ� WKH�FRXQWU\���³)UHH�HOHFWULFLW\�WR�DQ\�VHFWRU��EH�LW�DJULFXOWXUH�RU�KRXVHKROG��VKRXOG�EH�GRQH�DZD\�ZLWK� LQ� D� IDVW� SURFHVV� ZKLOH� WKH� SURFHVV� RI� HOLPLQDWLQJ� FURVV� VXEVLGLHV� PD\� EH� D� JUDGXDO�SURFHVV�´ �711�� ������� � 7KH� *(5&� KDV� UHFHQWO\� HVWDEOLVKHG� KLJKHU� WDULIIV� IRU� DJULFXOWXUH�XVHUV�DQG�LV�XQGHUWDNLQJ�HIIRUWV�WR�HQFRXUDJH�WKH�LQVWDOODWLRQ�RI�PHWHUV��6KDUPD����������7KH�&RPPLVVLRQ�KDV� VWLSXODWHG� WKDW� DOO� QHZ�FRQQHFWLRQV�PXVW�EH�PHWHUHG� DQG�KDV� VHW� D� JRDO� RI�PHWHULQJ� DOO� FRQQHFWLRQV� ZLWKLQ� WKUHH� \HDUV�� � 7KH� SUHYLRXV� DJULFXOWXUH� WDULII� ZDV� VHW� DW� DQ�



��

HTXLYDOHQW�RI�DSSUR[LPDWHO\����� 5V�N:K�XVLQJ�WKH�SHU�KRUVHSRZHU�\HDU�WDULII�VFKHPH���7KH�*(5&�RUGHU�PDQGDWHV�D�PLQLPXP�FKDUJH�RI����� 5V�N:K�WR�LQFUHDVH�FRVW�UHFRYHU\��6KDUPD����������+RZHYHU��WKLV�PHDVXUH�LV�XQOLNHO\�WR�UHGXFH�WKH�PDUJLQ��DQG�WKHUHIRUH�WKH�LQFHQWLYHV�IRU�FRUUXSWLRQ� EHWZHHQ�DJULFXOWXUH�DQG�WKH�QHZ�LQGXVWULDO�DQG�FRPPHUFLDO�WDULIIV��ZKLFK�DUH�DERYH���� 5V�N:K� 6HH�EHORZ�IRU�HDFK�VHFWRU¶V�QHZ�WDULII�OHYHOV��*(5&��������
7DEOH����� $YHUDJH�&RQVXPHU�7DULIIV�IRU�6HOHFWHG�6(%V��5HYLVHG�(VWLPDWH�������±�����

6RXUFH���3&�������
)RU� DJULFXOWXUH�� WKH�PHWHUHG� WDULII� LV� FXUUHQWO\������5V�N:K�� EXW� XQGHU WKH�7DWNDO 6FKHPH��DJULFXOWXUH�DSSOLFDQWV�FDQ�JHW�D�QHZ�FRQQHFWLRQ�ZLWK�H[SUHVV�VHUYLFH��EXW�DUH�UHTXLUHG�WR�SD\�D�PHWHUHG�UDWH�RI������5V�N:K� ([LVWLQJ�FRQQHFWLRQV�ZLWKRXW�PHWHUV�FDQ�FRQWLQXH� WR�SD\� WKH�+3� �KRUVHSRZHU�� EDVHG� WDULII� KRZHYHU�� WKH� UDWH� KDV� EHHQ� LQFUHDVHG� WR� 5V �����SHU�%+3�DQQXP�� 7KH� LQFUHDVH� LQ� WKH� +3� EDVHG� WDULII� LV� VXEVWDQWLDO�� ERWK� EHFDXVH� WKH� ROG� UDWHV�ZHUH�IL[HG�LQ������ZLWK�QR�XSZDUG�UHYLVLRQ�DQG�EHFDXVH�LV�SURYLGHV DQ�LQFHQWLYH�WR�VZLWFK�WR�PHWHUHG�VXSSO\���7KH�+3�WDULII�UDWH�FRUUHVSRQGV�WR�DQ�DYHUDJH�FRVW�SHU�XQLW�RI������5V�N:K��ZKLFK� LV� VWLOO� ORZHU� WKDQ� WKH� PDUJLQDO FRVW� RI� ����� 5V�N:K EXVEDU� LQFXUUHG� E\� *(% RQ�DYHUDJH IRU�DOO�SRZHU�SODQWV�
)RU�FRPPHUFLDO�XVHUV��WKH�2FWREHU������*(5&�RUGHUHG�UDWHV�DUH������5V�N:K�IRU�WKH�ILUVW����XQLWV�SHU�PRQWK��WKHQ������5V�N:K IRU�WKH�QH[W�����XQLWV�SHU�PRQWK�DQG������5V�N:K IRU�WKH�UHPDLQLQJ�XQLWV�SHU�PRQWK��7KH�VHFWRU�ZLOO�FRQWLQXH�WR�SURYLGH�D�FURVV�VXEVLG\�IRU�GRPHVWLF�DQG�UXUDO�XVHUV� 5HVLGHQWLDO�FRQVXPHUV�DUH�VXEVLGLVHG��EXW�EHFDXVH�WKH\�KDYH�UHFHQWO\�ORVW�WKH�����GLVFRXQW�RQ�WKH�ILUVW�����XQLWV��N:K��RI�HOHFWULFLW\ �711���������WKH\�QRZ�SD\�UDWHV�RI������5V�N:K�IRU�WKH�ILUVW����XQLWV�DQG���� 5V�N:K�IRU�WKH�QH[W����XQLWV���7KH�QH[W�����XQLWV�

6(% 'RPHVWLF &RPPHUFLDO $JULFXOWXUH ,QGXVWULDO 5DLOZD\V 2YHUDOO$YHUDJH$QGKUD�3UDGHVK ���� ���� ���� ���� ���� ����'HOKL��'9%� ���� ���� ���� ���� ���� ����*XMDUDW ���� ���� ���� ���� ���� ����.DUQDWDND� ���� ���� ���� ���� ���� ����.HUDOD ���� ���� ���� ���� ���� ����0DGK\D�3UDGHVK ���� ���� ���� ���� ���� ����0DKDUDVKWUD ���� ���� ���� ���� ���� ����5DMDVWKDQ��7UDQVFR�� ���� ���� ���� ���� ���� ����7DPLO�1DGX ���� ���� ���� ���� ���� ����:HVW�%HQJDO ���� ���� ���� ���� ���� ����$YHUDJH���$OO�6(%V ���� ���� ���� ���� ���� ����

�5V�N:K�



��

DUH�SULFHG�DW������5V�N:K��IROORZHG�E\������5V�N:K IRU����±����N:K�PRQWK���$ERYH�����N:K�������5V�N:K LV�FKDUJHG��*(5&��������
7KH�EDVLF�LQGXVWULDO�VHFWRU�WDULII�LV�VSOLW�LQWR�WZR�SDUWV� HQHUJ\�FKDUJHV�DQG�WLPH�RI�XVH�IHHV���7KH�HQHUJ\�FKDUJHV�DUH�JUDGXDWHG� XS�WR������.9$�FRQWUDFW�GHPDQG��XVHUV�DUH�FKDUJHG������5V�N:K�PRQWK�� ZKLOH DERYH� ����� .9$� FRQWUDFW� GHPDQG�� WKH� UDWH� FOLPEV� WR� �����5V�N:K�PRQWK�� � ,Q�DGGLWLRQ�� µWLPH�RI�XVH�FKDUJHV¶�DUH� OHYLHG�RQ�FRQVXPHUV�KDYLQJ�FRQWUDFW�GHPDQG�RU�DFWXDO�GHPDQG�RI�����N9$�DQG�DERYH�� �)RU�HQHUJ\�FRQVXPSWLRQ�GXULQJ� WKH� WZR�SHDN�SHULRGV��������± ������$0�DQG�������± ������30��������5V�N:K�LV�FKDUJHG� 7KH�WDULII�UHYLVLRQV� UHVXOW� LQ� UHODWLYHO\� ODUJH LQFUHDVHV� IRU� FRPPHUFLDO� DQG� LQGXVWULDO� /7� FXVWRPHUV���7DEOH���� VKRZV�WKH�EUHDNGRZQ�IRU�HDFK�FDWHJRU\�
7DEOH����� &RQVXPHU�&DWHJRU\�3HUFHQWDJH�,QFUHDVH�LQ�7DULII�XQGHU�*(5&�RUGHU���������

6RXUFH���*(5&�������
,Q FRPSDULVRQ�� WKH� FRVW� RI� FDSWLYH� SRZHU� IRU� +7� FXVWRPHUV� LV� EHWZHHQ� ���±��� 5V�N:K��GHSHQGLQJ�RQ�WKH�WHFKQRORJ\ DQG�IXHO�XVHG��6KDK�D����������7KH�����DYHUDJH�SULFH�SUHPLXP�RI� WKH�*(%� WDULII� SURYLGHV� D� VWURQJ� LQFHQWLYH� IRU� QHZ� FDSWLYH� SRZHU� SODQWV� DQG� GLVWULEXWHG�JHQHUDWLRQ� IRU� LQGXVWU\�� � +RZHYHU�� WKH� VXEVLGLVHG WDULIIV� IRU� DJULFXOWXUH� DQG� GRPHVWLF�FRQVXPHUV�XQGHUFXW WKH�HFRQRPLF�YLDELOLW\�RI�VLPLODU SURMHFWV IRU�WKRVH�VHFWRUV��
� &DSWLYH�SRZHU� LV�RSHUDWLRQDOO\�GHILQHG� LQ�*XMDUDW�DV�JHQHUDWLQJ�FDSDFLW\�EXLOW�DQG�RZQHG�E\�SULYDWH�FRPSDQLHV� IRU� WKHLU�RZQ�XVH�RU�IRU�VKDULQJ�ZLWK�QHDUE\�FRPPHUFLDO�FRQFHUQV�

&DWHJRU\ �5HVLGHQWLDO ����&RPPHUFLDO �����3XEOLF�/LJKWLQJ �����:DWHU�:RUNV ����,QGXVWULDO�/�7� �����,QGXVWULDO�+�7� ����5DLOZD\�7UDFWLRQ ����6XUDW�(OHFWULFLW\�&R� ����$KPHGDEDG�(OHFWULFLW\�&R� ����



��

����&DSWLYH�3RZHU�3ROLF\
,Q�������*XMDUDW�KDG������0:�RI�FDSWLYH�SRZHU�LQVWDOOHG�FDSDFLW\��ZKLFK�ZDV�������RI�WKH�WRWDO�� �0RUH�WKDQ������0:�RI�WKLV�ZDV�FRQFHQWUDWHG�LQ�IRXU LQGXVWULHV��FKHPLFDOV��PLQHUDOV�PHWDOV� DQG� WH[WLOHV� �3/5�� ������� �&DSWLYH� SRZHU� QRZ� DFFRXQWV� IRU� QHDUO\� ����RI� WKH� WRWDO�HOHFWULFLW\ SURGXFHG� LQ� *XMDUDW�� D� UHVSRQVH� WR� WKH� SRRU� TXDOLW\� VXSSO\� DQG� KLJK� LQGXVWULDO�WDULIIV�IURP�WKH�*(%���7KH�LVVXH�RI�FDSWLYH�SRZHU�LQ�*XMDUDW�KDV�EHHQ�D�FRQWHQWLRXV�RQH�IRU�WKH�SDVW�WZR�GHFDGHV��7KH�WHQVLRQ�DULVHV�IURP�WKH�*XMDUDW�JRYHUQPHQW¶V�GHVLUH�WR�DOORZ�IRU�WKHFKHDSHVW� DQG� PRVW� UHOLDEOH� VXSSO\� RI� HOHFWULFLW\� IRU� LQGXVWU\� ZKLOH� VLPXOWDQHRXVO\ QRW�DOORZLQJ WKH�PRVW�OXFUDWLYH�ORDG�EDVH�IRU�WKH�*(%�WR�DEVFRQG��6KDK�D����������7KH�*(%�LWVHOI�GRHV� QRW� HQFRXUDJH� FDSWLYH� SRZHU� DQG� KDV� WKZDUWHG� D� QXPEHU� RI� VXFK�SURMHFWV� WR�PDLQWDLQ�WKHLU�FXVWRPHU�EDVH���2QH�H[DPSOH�LV�WKH�$PXO�)RRG�DQG�%HYHUDJH�&RPSDQ\��ZKLFK�DSSOLHG�WR� LQVWDOO� D� JDV�ILUHG� HOHFWULFLW\� JHQHUDWLRQ SODQW� LQ� $QDQG� EXW� ZDV� QRW� DOORZHG� WR� VHOO�HOHFWULFLW\ WR�WKLUG�SDUWLHV��WKXV�PDNLQJ�WKH�SODQW�XQHFRQRPLFDO��6KDK�D��������
,QFOXGHG� LQ� WKH�FDSWLYH�SRZHU�SROLF\� IUDPHZRUN� LV� WKH�FRQVWUXFWLRQ�RI�JULG�FRQQHFWHG� ODUJH�ZLQG� WXUELQH� IDUPV�� � :LQG� IDUP� SURMHFWV� LQ *XMDUDW� KDYH� EHHQ� QXPHURXV� VLQFH� WKH�LQWURGXFWLRQ�RI� LQFHQWLYHV� LQ������� VXFK�DV������FDSLWDO�GHSUHFLDWLRQ� LQ�RQH�\HDU�� VDOHV� WD[�H[HPSWLRQ� RQ�ZKHHOHG� HOHFWULFLW\��� DQG�ZKHHOLQJ� FKDUJHV� RI� ��� WR� GHVLJQDWHG� FURVV�RZQHG�IDFLOLWLHV��� � +RZHYHU�� ORZ� EX\�EDFN� UDWHV� IURP� WKH� *(%�� DURXQG� 5V� ��N:K� KDYH� XQGHUFXW�ZLQGSRZHU� JHQHUDWLRQ� �$PLQ�� ������� � 7KH� UHVXOW� RI� WKHVH� SROLFLHV� ZDV WKDW� LQH[SHULHQFHG�FRPSDQLHV� UXVKHG� WR� EXLOG� ZLQGIDUPV� IRU� WKH� WD[� EHQHILWV� UDWKHU� WKDQ� IRU WKH� ORQJ�WHUP�SURGXFWLRQ� RI HOHFWULFLW\�� � ,Q� RQH� FDVH�� D� FRPSDQ\� ERXJKW� VHFRQG�KDQG� WXUELQHV� IURP�&DOLIRUQLD�DQG�LQVWDOOHG�WKHP�LQ�D�FRDVWDO� ORFDWLRQ WKDW�ZDV� LOO�VXLWHG WR�WKH�WHFKQRORJ\�� WKXV�XQGHUPLQLQJ�WKH�FDSDFLW\�IDFWRU�RI�WKH�DUUD\���7KH�LQYHVWPHQW�ZDV�LQWHQGHG�WR�FDSWXUH�WKH�WD[�ZULWH�RII� QRW�SURGXFH�HOHFWULFLW\ �3DWLO��������
7KH� FDSWLYH� SRZHU� SROLF\� LQ� *XMDUDW� PDQGDWHV� WKDW DQ\� LQGXVWULDO� XQGHUWDNLQJ� WR� VHW� XS� D�FDSWLYH�SRZHU�SODQW�UHTXLUHV�WKH�FRQVHQW�RI�WKH�*XMDUDW�(OHFWULFLW\�%RDUG��*(%��XQGHU�VHFWLRQ�
� :KHHOLQJ�HOHFWULFLW\�LV�DQ�DJUHHPHQW�WR�SURYLGH�SRZHU�DW�D�FHUWDLQ�WLPH�YLD�WKH�7	'�JULG��HIIHFWLYHO\�WUDQVIHUULQJ�SRZHU�IURP�D�JHQHUDWRU�WR�D�EX\HU�IRU�D�SULFH��EXW�WKH�DFWXDO�SRZHU�LV�KRPRJHQRXV�LQ�WKH�JULG�DQG�QRW�VHSDUDWHG���:KHHOLQJ�FKDUJHV�DUH�OHYLHG�E\�WKH�7	'�RZQHU��LQ�WKLV�FDVH�*(%��WR�WUDQVIHU�WKH�SRZHU�� :LQG�IDUP�RZQHUV�DUH�RQO\�DOORZHG�WR�ZKHHO�HOHFWULFLW\�WR�LQGXVWULDO�XQLWV�WKDW�DUH�XQGHU�WKH�VDPH�RZQHUVKLS��WKXV��WKLUG�SDUW\�VDOHV�DUH�HIIHFWLYHO\�SURKLELWHG���



��

������RI�WKH�(OHFWULFLW\��6XSSO\��$FW��������7KH�SROLF\��KRZHYHU��KDV�PDQ\�VWLSXODWLRQV�WKDW�PDNH� LW� GLIILFXOW� IRU� SULYDWH� SOD\HUV� WR� HQWHU� WKH� HOHFWULFLW\ PDUNHW�� � %DQNLQJ�� RI� HOHFWULFDO�SRZHU�ZLWK�*(%�LV�QRW�SHUPLWWHG�DQG�FDSDFLW\�LV�OLPLWHG�WR�WZR�WLPHV�WKH�FRQVXPHUV�GHPDQG��7KH�PLQLPXP�TXDQWLW\�RI�HOHFWULFLW\ WR�EH�ZKHHOHG�PXVW�EH�PRUH�WKDQ����RI�WKH�FDSDFLW\�RI�WKH� FDSWLYH� SRZHU� SODQW� RU� �0:�� ZKLFKHYHU� LV� PRUH�� DQG� WKH� VXSSO\LQJ� FRPSDQ\� PXVW�FRQVXPH�DW�OHDVW�����RI�WKH�JHQHUDWHG�HOHFWULFLW\�� :LWK ZKHHOLQJ��WKH *(%�LPSRVHG�D�V\VWHP�ORVV�RI�����IRU�HOHFWULFLW\ GHOLYHUHG�DW�(+9�DQG�����LQ�FDVH�RI�HOHFWULFLW\ GHOLYHUHG�DW�+9��LQ�HIIHFW� GHGXFWLQJ� WKH� DPRXQW� IURP� WKH� UHFLSLHQW� XQLW�� � 7KH� UDWH� IRU� SXUFKDVH� RI� VXUSOXV�HOHFWULFLW\ LV� GHFLGHG� E\�*(%�DQG� SDUDOOHO� RSHUDWLRQ� FKDUJHV� DUH� DGGHG� DW� WKH� UDWH� IL[HG� E\�*(%� 7KH�FRPSOH[�UHJXODWLRQV�RI�FDSWLYH�SRZHU�DOVR�LQYROYH�SROOXWLRQ�FRQWURO�ERDUGV�DQG�LQ�WKH�FDVH�RI�ZLQG�XQLWV� LQYROYHV�DSSURYDO� IURP����GLIIHUHQW�VWDWH�JRYHUQPHQW�GHSDUWPHQWV� LQ�*XMDUDW�� SOXV� DUUDQJHPHQWV� ZLWK� WKH� FHQWUH DJHQFLHV�� VXFK� DV� ,5('$� DQG� 01(6� �$PLQ��������
7KHVH� SROLFLHV� KDYH� UHGXFHG� WKH� EXLOGLQJ� RI� FDSWLYH� FDSDFLW\� HYHQ� WKRXJK� VPDOO� LQGXVWULHV�KDYH�EHHQ�VWDUYHG� IRU�HOHFWULFLW\ LQ�*XMDUDW� �0RUULV�D��������� �)RU� H[DPSOH�$QGDQL�([SRUWV�JDV�ILUHG� SODQW� RI� ����0:�ZDV� VFXSSHUHG� E\� D� ODFN� RI� DSSURYDO� IURP� WKH� JRYHUQPHQW� DQG�*(%� �6KDK�� ������� � &DSWLYH� SRZHU� KDV� EHHQ� JLYHQ� µVWHSFKLOG¶� WUHDWPHQW� E\� WKH� VWDWH�UHJXODWRU\� DXWKRULWLHV� DV� HYLGHQFHG� E\� WKH� KLJK� ZKHHOLQJ� FKDUJHV�� GLIILFXOW\� LQ� REWDLQLQJ�SHUPLVVLRQV�WR�EXLOG�DQG�WKH�LQDELOLW\�WR�VHOO�XQXVHG�FDSDFLW\�H[FHSW�WR�WKH�*(%�DW�ORZ�SULFHV��5DR�� ������� )RUWXQDWHO\� IRU� FDSWLYH� SRZHU� XVHUV� WKH� QHZ *XMDUDW DQG� ,QGLDQ� (OHFWULFLW\�5HIRUP�$FWV GHSDUW VLJQLILFDQWO\ IURP�SUHYLRXV�SROLFLHV�E\�RSHQLQJ�XS�UHJXODWRU\�VSDFH�IRU�FDSWLYH� SRZHU� RU� GLVWULEXWHG� JHQHUDWLRQ E\ HQVXULQJ� RSHQ� DFFHVV� WR� WUDQVPLVVLRQ� OLQHV DQG�HOLPLQDWLQJ�WKH�VXUFKDUJHV�OHYLHG�E\�WKH�6(%V��,QVWHDG�RI�LPSOHPHQWLQJ�D�GHFODUHG�SULFH�IRU�H[FHVV� HOHFWULFLW\ WKDW� WKH� *(%� KDV� WR� EX\�� VLPLODU� WR� ZKDW� WKH� 86� )HGHUDO� (OHFWULFLW\�5HJXODWRU\�&RPPLVVLRQ�GLG�XQGHU�WKH������3853$�/DZ��WKH�QHZ�DFWV�WKURZ�ZLGH�RSHQ�WKH�JHQHUDWLRQ�PDUNHW�IRU�DOO�FODVVHV�RI�FRQVXPHUV�DQG�PRVW�LQGXVWULDO�DQG�FRPPHUFLDO�XVHUV�DUH�OLNHO\� WR� UHVSRQG� E\� OHDYLQJ� WKH� *(%�� � 7KH� ROG SROLF\� VKLIWHG FRVWV� WR� QHZ� HQWUDQWV� DQG�SURWHFWHG WKH�LQFXPEHQW�*(%��RU�ZKDWHYHU�SULYDWLVHG�IRUPV�HPHUJHG IURP�LWV�DVVHWV��0RUULV�D��������� �7KH�QHZ�SROLF\�ZLOO�SODFH� WKH�6(%V� LQ�GLUHFW�FRPSHWLWLRQ�ZLWK�D�ZLGH�YDULHW\�RI�HQHUJ\�VHUYLFH�RSWLRQV�DQG�WKH�³FRQVXPHUV�>ZLOO�OLNHO\@�IOHH�WKH�VWDEOHV´��3DGPDQDEDQ��������
�� %DQNLQJ�RI�SRZHU�DOORZV�D�JHQHUDWRU�WR�VHQG�SRZHU�WR�WKH�JULG�ZKHQ�LW�LV�DYDLODEOH�DQG�WDNH�SRZHU�IURP�WKH�JULG�DW�DQRWKHU�VLWH�ZLWKRXW�WKH�DFWXDO�WLPHV�FRLQFLGLQJ��EXW�WKH�PLVPDWFK�LV�OLPLWHG�WR�VL[�PRQWKV�LQ�*XMDUDW�IRU�UHQHZDEOHV�



��

7KH�SUHYLRXV SROLF\�RQ�FDSWLYH�SRZHU� LQ�*XMDUDW�ZDV� WROHUDEOH� IRU� ODUJH� ILUPV��RU� LQGXVWULDO�JURXSLQJV�ZLWK� WKH�VDPH�RZQHU� EHFDXVH� ODUJHU�SODQWV�DOORZ DOORZ�HFRQRPLHV�RI�VFDOH WR�EH�FDSWXUHG�WR�VSUHDG�IL[HG�FRVWV��H�J��FDSLWDO�DQG�EULEHV�IRU�DGHTXDWH�OLFHQFHV��WR EH�VSUHDG�RYHU�D�ODUJHU�FDSDFLW\ DQG�DUH�HOLJLEOH�IRU�WD[�DOORZDQFHV� +RZHYHU��IRU�VPDOOHU�LQGXVWULDO�FRQFHUQV�ZLVKLQJ� WR� EXLOG� FDSWLYH� SRZHU� SODQWV RU� D� ILUP� VHHNLQJ WR� VHOO� H[FHVV� HOHFWULFLW\�� WKH�LQFHQWLYHV�ZHUH� ORZ�� �:KHHOLQJ� FKDUJHV� DQG� D�KHIW\� FURVV�VXEVLG\� WDULII� DUH� OHYLHG�RQ� HDFK�XQLW�VROG�WR�RWKHU�LQGXVWULDO XVHUV���7KH�RSWLRQ�RI�EXLOGLQJ�D�ODUJH�SODQW�DQG�VHOOLQJ�H[FHVV�WR�WKH�*(%�ZDV�XQGHUFXW�E\�D�QRQ�UHPXQHUDWLYH�WDULII��6KDK���������
7KH�*XMDUDW�JRYHUQPHQW�KDV�DOVR�HQFRXUDJHG�WKH�HVWDEOLVKPHQW�RI�HOHFWULFLW\ FRRSHUDWLYHV�LQ�LQGXVWULDO�HVWDWHV���7KH�FDSDFLW\�RI�D�SODQW�WR�VHUYLFH�WKH�HVWDWH�FDQ�YDU\�EHWZHHQ����DQG�����0:���7KH�*R*�RIIHUV�ODQG�DQG�WD[�FRQFHVVLRQV� DQG�LQ�VRPH�FDVHV�WKH�*(%�ZLOO�EX\�H[FHVV�HOHFWULFLW\��WKXV�LQFUHDVLQJ�WKH�SODQW�ORDG�IDFWRU��3/)� DQG�HFRQRPLF�UDWLRQDOH�IRU�WKH�SURMHFW���&DSWLYH� SRZHU� DOORZV� WKH� *(%� WR� DYRLG� LQYHVWPHQW� LQ� QHZ� 7	'� IDFLOLWLHV� DQG� H[SDQGLQJ�JHQHUDWLRQ� KRZHYHU��WKH�ORVV�RI�KLJK�YDOXH�LQGXVWULDO�FXVWRPHUV�KDV�GDPDJHG�*(%�ILQDQFHV�
,Q�0DUFK�������*(5&�UHOHDVHG�D�VWXG\�E\�7(5,�RQ�FDSWLYH�SRZHU�SROLFLHV��HQWLWOHG�³7KLUG�3DUW\�6DOHV��736��² &RQFHSWV��LVVXHV�DQG�UHFRPPHQGDWLRQV�IRU�*XMDUDW´��ZKLFK�OD\V�RXW�WKH�FDVH�IRU�OLEHUDOLVLQJ�WKH�FDSWLYH�SRZHU�SROLF\�WR�DOORZ�736 WR��+7�LQGXVWU\��UDLOZD\V�DQG�RWKHU�OLFHQVHH
V�� �7KH�VWXG\� UHFRPPHQGV� WKDW�DOO� WKUHH�FDWHJRULHV�EH�SHUPLWWHG� WR�VZLWFK� WR�D�736�UHJLPH� WR�FUHDWH�FRPSHWLWLRQ� LQ� WKH�EXON� VXSSO\�PDUNHW� �7(5,��������� �7KHVH�GUDIW� UXOHV�� LI�LPSOHPHQWHG� ZRXOG�RSHQ�XS�JHQHUDWLRQ�WR�D�ZLGH�QXPEHU�RI�SOD\HUV� KRZHYHU�� WKH� LVVXH�RI�GLVWULEXWLRQ�KDV�VWLOO�QRW�EHHQ�GLUHFWO\�DGGUHVVHG�� �)RU�VPDOO�JHQHUDWRUV�DQG�UXUDO�GLVWULEXWLRQ�FRPSDQLHV� WKH� UHJXODWRU\� VWUXFWXUHV� ZRXOG� UHPDLQ� FXPEHUVRPH�� DV� H[SODLQHG� IXUWKHU� LQ�VHFWLRQ�����
����0LFUR�GLVWULEXWLRQ�8QLWV�DQG�6LQJOH�3RLQW�6XSSO\
,QGXVWU\�KDV�UHVSRQGHG�WR�FDSWLYH�SRZHU�SROLF\�KXUGOHV�ZLWK�VHYHUDO�LQQRYDWLYH�SURSRVDOV�DQG�D�KHDOWK\�GRVH�RI�SROLWLFDO�LQIOXHQFH�WR�WU\�WR�UHGXFH�HQHUJ\�FRVWV�DQG�LPSURYH�UHOLDELOLW\���7KH�ILUVW�RSWLRQ�LV�WR�ZRUN�ZLWK�WKH�*(%�E\�HVWDEOLVKLQJ�D�VLQJOH�SRLQW�RI�VXSSO\�FRQWUDFW���,Q�WKLV�VFHQDULR�� WKH�*(%�SURYLGHV� HOHFWULFLW\ XS� WR� WKH�GLVWULEXWLRQ� IHHGHU�DQG� WKH� LQGXVWULDO� HVWDWH�KDQGOHV� WKH� GLVWULEXWLRQ� DQG� ELOOLQJ� IRU� DOO� PHPEHUV� LQVLGH� WKH� HVWDWH�� � )RU� H[DPSOH�� WKH�



��

%DURGD� ,QGXVWULDO�'HYHORSPHQW�&RUSRUDWLRQ�KDV�DSSOLHG�IRU�DQG�UHFHLYHG�D� OLFHQFH�IURP�WKH�*(5&� WR� DFW� DV� WKH� ORFDO� VXSSO\� FRPSDQ\� IRU� LWV� PHPEHUV� E\� UHVHOOLQJ� *(%� SURYLGHG�HOHFWULFLW\ �6KDUPD�� ������� � 7KH� *XMDUDW� ,QGXVWULDO� 'HYHORSPHQW� &RUSRUDWLRQ� �*,'&�� KDV�GHFLGHG�WR�XQGHUWDNH�D�VLPLODU�RSHUDWLRQ�DQG�WKH�PRGHO�LV�OLNHO\�WR�VSUHDG�WR�RWKHU�LQGXVWULDO�HVWDWHV�ZKHUH�WKH�*(%�FDQ�JXDUDQWHH�D�UHOLDEOH�VXSSO\���+RZHYHU��PDQ\�LQGXVWULDO�XQLWV�DQG�HVWDWHV�FDQQRW�JHW�WKLV�OHYHO�RI�VHUYLFH�DQG�PXVW�RSW�IRU�D�FDSWLYH�SODQW�WR�ILOO�WKHLU�QHHGV���,Q�WKLV� FDVH�� KHDY\� SROLWLFDO� SUHVVXUH� DQG�RU FRUUXSWLRQ� DUH XVHG� WR� VHFXUH� FDSWLYH� SRZHU� SODQW�SHUPLWV�
)RU� GRPHVWLF� FRQVXPHUV�� WKH� VXFFHVV� RI� WKH� LQGXVWULDO� PRGHO� PD\� SRUWHQG� D� VLPLODU�DUUDQJHPHQW� IRU� WRZQV� DQG�YLOODJHV�� �)RU� H[DPSOH�� D�PLFUR�GLVWULEXWLRQ� FRPSDQ\� FRXOG� UXQ�WKH� HOHFWULFLW\� V\VWHP� LQ� D� WRZQ� RU� VHW� RI� YLOODJHV� E\� EX\LQJ� HOHFWULFLW\ IURP� WKH�*(%� DW� D�VLQJOH�SRLQW�RI�VXSSO\�WKDW�LV�PHWHUHG� DQG�WKHQ�UHVHOO�LW�WR�FRQVXPHUV���7KH�DLP�ZRXOG�EH WR�DOORZ�IRU�EXON�SRZHU�SXUFKDVH�WR� ORZHU�WKH�FRVWV�IRU�FRQVXPHUV�DQG�DOORZ�WKH�*(%�WR JDLQ�KLJKHU�UHYHQXHV�EHFDXVH�RI�VLQJOH�SRLQW�VXSSO\�DQG�HDV\�PHWHULQJ���7KH�PDLQ�REVWDFOH�WR�WKLV�DSSURDFK� LV� WKH� OHYHO� RI� HOHFWULFLW\ WKHIW� LQ� UXUDO� DQG� VHPL�XUEDQ� DUHDV�� � 7KH� LQFHQWLYHV� WR�VZLWFK� WR� D� OHJDO� DQG� UHJXODU� VXSSO\� DUH� WRR� ORZ IRU�PRVW� GRPHVWLF� FRQVXPHUV�� �7KH�5XUDO�'HYHORSPHQW� ,QVWLWXWH� LQ� $QDQG�� *XMDUDW� LV� QRZ� GRLQJ� D� VWXG\� RI� WKH� PLFUR�GLVWULEXWLRQ�DSSURDFK� DQG�KDV�XQGHUWDNHQ� WR� LGHQWLI\�RQH�YLOODJH� LQ� WKH� ILYH� UHJLRQV�RI�*XMDUDW� IRU� WULDOV��6KDUPD��������
����(QDEOLQJ�5XUDO�'LVWULEXWHG�*HQHUDWLRQ
7KH�SURYLVLRQ�RI�HOHFWULFLW\� LQ� UXUDO�DUHDV� OHQGV� LWVHOI� WR�EURDG�GHILQLWLRQV�RI� UHJXODWLRQ��DQG�WKXV�FRPHV�XQGHU�WKH�DXVSLFHV�RI�PXOWLSOH�UHJXODWRUV���0DQ\�GH�IDFWR�UHJXODWRUV�H[LVW�IRU�UXUDO�LQVWLWXWLRQV� WKDW� DUH� RU�PD\� EHFRPH� LQYROYHG� LQ� UXQQLQJ� HOHFWULFLW\� V\VWHPV�� � )RU� H[DPSOH��UXUDO�FR�RSHUDWLYH�VRFLHWLHV�IRU�HOHFWULFLW\�DUH�UHJXODWHG�QRW�RQO\�E\�WKH�6(5&��EXW�DOVR�E\�WKH�VWDWH�OHYHO�FRGHV�DGPLQLVWHUHG�E\�D�5HJLVWUDU�IRU�DOO�FR�RSV��.DUOVRQ����������7KH�VDPH�LV�WUXH�IRU�FRQVXPHU�RZQHG��FRPPXQLW\�EDVHG�RUJDQLVDWLRQV��ZKLFK�KDYH�VWDWH�UXOHV�DQG�UHJLVWUDWLRQ�UHTXLUHPHQWV�� � ,Q�ERWK� FDVHV� WKH� VWDWH� DXWKRULWLHV� FDQ� LQWHUYHQH� LI� WKH� VRFLHWLHV� DUH� IRXQG� LQ�YLRODWLRQ�RI�WKHLU�RULJLQDWLQJ�VWDWXWHV�RU�KDYH�DFFRXQWLQJ�LUUHJXODULWLHV���



��

8QIRUWXQDWHO\� WKHUH� LV� QR� FODULW\� LQ� *XMDUDW� ODZ� RQ� VHSDUDWLQJ� WKH� MXULVGLFWLRQ�� VR� UXUDO�RUJDQLVDWLRQV WKDW� VXSSO\� HOHFWULFLW\ ZLOO� IDOO� LQWR� PDQ\� GLIIHUHQW� UHJXODWRU\� UHJLPHV�GHSHQGLQJ� RQ� WKHLU� VL]H� DQG� VFRSH�� � +RZHYHU�� *XMDUDW� GRHV� KDYH� D� VWURQJ� WUDGLWLRQ� RI� FR�RSHUDWLYH�VRFLHWLHV� WKDW�PD\�VHUYH�DV� WKH�EDFNERQH�RI� UXUDO�HIIRUWV LQ�HOHFWULFLW\�� �7KH�$PXO�&RUSRUDWLRQ��ZKLFK�SURGXFHV�GDLU\�SURGXFWV�IRU�VDOH�DFURVV�,QGLD�DQG�IRU�H[SRUW��KDV�LWV�URRWV�LQ�PLON�FRRSHUDWLYHV�LQ�*XMDUDW�
2QH� H[DPSOH� RI� D� VXFFHVVIXO� HOHFWULFLW\� FRRSHUDWLYH� LQ�*XMDUDW� LV� LQ�.RGLQDU�� ZKLFK� LV� WKH�UHVXOW�RI�H[FHVV�HOHFWULFLW\ IURP�*XMDUDW�+L�7HFK�,QGXVWULHV�/WG��,Q�������D����PLOOLRQ�FDORULH�SHU�KRXU SXOYHULVHG�FRDO�DQG�IXUQDFH�RLO�ILUHG�NLOQ�EXUQHU�SODQW�ZDV�LQVWDOOHG��DQG�WKH�H[FHVV�KHDW� LV�XVHG� WR�PDNH�HOHFWULFLW\� IRU� WKH� WRZQ��*XMDUDW�$PEXMD�&HPHQW�/WG�� DOVR�KDV�D������WRQQHV�GD\ SODQW�DW�.RGLQDU�WKDW�FRQVXPHV�ODUJH�DPRXQWV�RI�HOHFWULFLW\�� �7KH�FR�RS�PRGHO�LV�PRUH�SUHYDOHQW�LQ�$QGKUD�3UDGHVK��ZKHUH�QLQH�VRFLHWLHV�SURYLGH�HOHFWULFLW\ WR�PRUH�WKDQ�D�KDOI�PLOOLRQ�FXVWRPHUV�DQG�KDYH�DQQXDO�HOHFWULFLW\ VDOHV�RI�PRUH�WKDQ�����*:K��.DUOVRQ���������,Q�VRPH�FDVHV�WKH�FR�RSV�DUH�QRW�ZHOO�UXQ��EXW�WKH�ODUJHVW�RQH�LQ�$QGKUD�3UDGHVK��LQ�6LUFLOOD�ZDV� IRXQG� WR� KDYH� DOPRVW� FRPSOHWH�PHWHU� FRYHUDJH�� DQG� KDG� EHWWHU� WKDQ� ���� RQ�WLPH� ELOO�FROOHFWLRQ�� � 7KH� FR�RS� DOVR� DJJUHVVLYHO\� HQIRUFHG� QRQ�SD\PHQW�ZLWK� GLVFRQQHFWLRQ� DQG� KDV�EHHQ� VWHDGLO\� H[SDQGLQJ� LWV� FXVWRPHU� EDVH�� ZLWK� QHZ� FRQQHFWLRQV� EHLQJ� PDGH� ZLWK� VKRUW�ZDLWLQJ� SHULRGV�� � 7KH� UHJXODWLRQ� RI� WKH� 6LUFLOOD� FR�RS� LV� DFFRPSOLVKHG� WKURXJK� UHJLVWUDWLRQ�XQGHU� WKH�VWDWH�DFW� WKDW�JRYHUQHG�FR�RSHUDWLYH�VRFLHWLHV LQ�$3��DV�ZHOO�DV�D� OLFHQFH�IURP�WKH�$3�(OHFWULFLW\�5HJXODWRU\�&RPPLVVLRQ� �$35(&��� 7KH� ODWWHU� VHWV� ERWK� WKH� EXON� VXSSO\� DQG�UHWDLO� WDULIIV� WKDW� FDQ�EH� FKDUJHG��ZKLFK� FRXOG� FRQIOLFW�ZLWK� WKH� ILQDQFLDO� UHJXODWLRQ� WKDW� WKH�VWDWH�PLQLVWU\�IRU�FR�RSV�LPSRVHV�
0RUH� UHFHQWO\� WKH� :HVW� %HQJDO� 5HQHZDEOH� (QHUJ\� 5HVRXUFH� 'HYHORSPHQW� $JHQF\��:%5('$��KDV�FRPPLWWHG�WR�LQVWDOOLQJ ���0:�RI�GHFHQWUDOLVHG�HOHFWULFLW\�V\VWHPV�E\��������7R�DFFRPSOLVK�WKLV��:%5('$�SODQV�WR�XVH�WKUHH�GLIIHUHQW�LQVWLWXWLRQDO DUUDQJHPHQWV��FR�RSV��VRFLHWLHV� DQG� GLUHFW� V\VWHP� RZQHUVKLS�� � ,Q� DOO� WKUHH� IRUPXODWLRQV�:%5('$� DV� WKH� FDSLWDO�VXSSOLHU� ZLOO� H[HUFLVH� FRQWURO� RYHU� DOO� LPSRUWDQW� GHFLVLRQV� �.DUOVRQ�� ������� ,QWHUHVWLQJO\��:%5('$� GRHV� QRW� XVH� WDULIIV� WR� FKDUJH� LWV� FXVWRPHUV�� EXW� LQVWHDG� FKDUJHV� µGRQDWLRQV¶� DV�SD\PHQW���7KLV�DOORZV�WKH�VHUYLFH�SURYLGHUV�WR�DYRLG�:%(5&�UHJXODWLRQ�DQG�LQ HIIHFW�PDNHV�WKH�:%5('$�WKH�UHJXODWRU�IRU�UXUDO��RII�JULG�V\VWHPV���7KLV�W\SH�RI�DUUDQJHPHQW�PD\�ZRUN�LQ�*XMDUDW��EXW�WKH�QHHG�WR�FRQQHFW�WR�WKH�JULG�IRU�EDFN�XS�HOHFWULFLW\ VXSSO\�PD\�SUHFOXGH�WKLV�RSWLRQ�DQG�WKXV�NHHS�WKH�*(5&�LQYROYHG�LQ�UHJXODWLRQ���



��

7KH� RWKHU� XVHIXO� PRGHO� RI� UXUDO� HOHFWULFLW\� VXSSO\� UHJXODWLRQ� LV� LQ� %DQJODGHVK�� ZKHUH� WKH�%DQJODGHVK� 5XUDO� (OHFWULFLW\� %RDUG� KDV� EHHQ� JLYHQ� FOHDU� DXWKRULW\� LQ� WKH� SURYLVLRQ� RI�HOHFWULFLW\ WR�WKH�UXUDO�DUHDV���7KH�%5(%�REWDLQV�HOHFWULFLW\ IURP�VPDOO�,33V�DV ZHOO�DV�IURP�LWV�RZQ� RSHUDWLRQ� RI� D� ���� 0:� SODQW�� � ,W� KDV� DFFRPSOLVKHG ����� PHWHULQJ�� ������� ELOO�FROOHFWLRQ� DQG� DJJUHJDWH� 7	'� ORVVHV� RI� RQO\� ���� �.DUOVRQ�� ������� ,W� VKRXOG� EH� QRWHG��KRZHYHU��WKDW�%5(%�KDV�UHFHLYHG�PRUH�WKDQ������ELOOLRQ�LQ�DLG�IXQGV�LQ�WKH�ODVW����\HDUV� DV�ZHOO� DV� WHFKQLFDO� DVVLVWDQFH� IURP� WKH�8�6��1DWLRQDO�5XUDO� (OHFWULF�&RRSHUDWLYH�$VVRFLDWLRQ��15&($��
2YHUDOO��WKH�GLIIHUHQFHV�EHWZHHQ�UXUDO�DQG�XUEDQ�HOHFWULFLW\�QHHGV KDYH EHHQ�ODUJHO\�QHJOHFWHG�LQ� WKH� FXUUHQW� URXQG� RI� µUHIRUP¶� OHJLVODWLRQ� �.DUOVRQ�� ������� � 7KH� VFRSH� RI� UHJXODWRU\�FRPPLVVLRQV�IRU�UXUDO�YHQWXUHV�LV�QRW�FOHDU��WKXV�OHDGLQJ�WR�RYHUODSSLQJ�MXULVGLFWLRQV�ZLWK�VWDWH�VRFLHW\�UHJXODWLQJ�DXWKRULWLHV�� �7KH�HOHFWULFLW\� UHJXODWRU\�ERGLHV� LQ� WKH� VWDWHV�DUH�DOVR�\RXQJ�DQG� WKXV� WKHLU� LQIOXHQFH� RQ� WKH� JURZWK� RI� UHQHZDEOH� HOHFWULFLW\ KDV� EHHQ�PLQLPDO�� �%XW� WKH�SRZHUV� LQYHVWHG� LQ� WKH� 6(5&V� WR� PDQGDWH� WKH� SURFXUHPHQW� RI� UHQHZDEOH HOHFWULFLW\�� VHW�ZKHHOLQJ� FKDUJHV�� HVWDEOLVK� EDQNLQJ� SURYLVLRQV�� UHJXODWH� WKLUG�SDUW\� VDOHV� DQG� ZULWH� JULG�LQWHUFRQQHFWLRQ�VWDQGDUGV�SXW�WKH�WDVN�ZHOO�ZLWKLQ�WKHLU�SXUYLHZ��5DPDQDWKDQ����������,Q�WKH�8�6��DQG�(XURSH��LQVWUXPHQWV�VXFK�DV�WKH�5HQHZDEOH�3RUWIROLR�6WDQGDUG��536��DQG�WKH�6\VWHP�%HQHILW� &KDUJH� �6%&��� KDYH� EHHQ� XVHG� ZLWK� JUHDW� HIIHFW� WR� HQFRXUDJH� UHQHZDEOH� HQHUJ\�LQYHVWPHQWV�� 7KH� *(5&� LV� FRQVLGHULQJ� WKHP� DV� SRVVLEOH� SROLF\ LQVWUXPHQWV� LQ� WKH� IXWXUH��6KDUPD����������%RWK�RI�WKHVH�LGHDV�KDYH�EHHQ�DOVR�VXSSRUWHG�E\�WKH�&KDLUPDQ�RI�WKH�3RZHU�7UDGLQJ� &RUSRUDWLRQ� �37&�� RI� ,QGLD�� 7�1�� 7KXNXU�� ZKR JRHV� RQ� WR� FODLP� WKDW� SRVVLEO\�RYHUODSSLQJ� JRDOV RI� VXSSO\LQJ� HOHFWULFLW\ WR� UXUDO� DUHDV� FDQ� EH� DFFRPSOLVKHG� HFRQRPLFDOO\�WKURXJK� WKH� XVH� RI� GLVWULEXWHG�JHQHUDWLRQ V\VWHPV� �7KXNXU�� ������� 7KH� QHZ�*R,�(OHFWULFLW\�$FW� ����� WKURXJK� DQ� HQDEOLQJ� SURYLVLRQ�� GLUHFWO\� HQFRXUDJHV� VWDWHV� WR� GHYHORS� VWDQG�DORQH�V\VWHPV� EDVHG� RQ� UHQHZDEOHV�� EXW� LW� ZLOO� EH� WKH� 6(5&V� WKDW� PXVW� SXW� WKLV� LQWHQWLRQ� LQWR�SUDFWLFH�
3DVVDJH� RI� WKH� QHZ� (OHFWULFLW\� $FWV� DW� WKH� FHQWUH� DQG� VWDWH� OHYHO� KDV� RSHQHG� XS� QHZ�RSSRUWXQLWLHV�IRU�UXUDO�SRZHU�GLVWULEXWHG�JHQHUDWLRQ�� �&RRSHUDWLYHV�DQG�DVVRFLDWLRQV��VXFK�DV�ORFDO�FRXQFLOV DQG�1*2V FDQ�QRZ�RSHUDWH�FDSWLYH�SODQWV�ZLWKRXW�VSHFLDO�SHUPLVVLRQV�DQG�WKH�
�� 536��NQRZQ DV�52&V�LQ�WKH�(8�DUH�XVHG�WR�VSHFLI\�D�PLQLPXP�UHQHZDEOH�UHTXLUHPHQW�LQ�WKH�WRWDO�HQHUJ\�PL[�RIIHUHG�E\�D�XWLOLW\���)RU�H[DPSOH��D�����536�ZRXOG�IRUFH�����RI�DOO�SRZHU�VROG�WR�RULJLQDWH�IURP�D�UHQHZDEOH�VRXUFH���6%&¶V�DUH�VSHFLDO�WD[�OHYLHV�RQ�HOHFWULFLW\�VDOHV�WKDW�DUH�VHW�DVLGH�IRU�UHQHZDEOH�HQHUJ\�DQG�HQHUJ\�FRQVHUYDWLRQ�SURMHFWV�



��

6(5&V�DUH�GLUHFWHG�WR�SKDVH�LQ�RSHQ�DFFHVV�RI�WKH�JULG�ZLWKLQ�RQH�\HDU�� �7KHVH�PHDVXUHV��LI�WDNHQ�XS�DJJUHVVLYHO\�E\�WKH�*(5&�ZLOO�HQDEOH�D�QHZ�VHW�RI�UXUDO�HQHUJ\�VROXWLRQV���&RXSOH�WKLV�ZLWK� WKH� FDSLWDO� VXSSRUW� SURYLGHG� E\� WKH� 5(&�� DQG� WKH� VLWXDWLRQ� LV� ULSH� IRU� D� G\QDPLF�HQHUJ\�VHUYLFH�VHFWRU�WR�HPHUJH���7KH�NH\�ZLOO�EH�WKH�DELOLW\�RI�SULYDWH�HQHUJ\�ILUPV�WR�VHOO�D�YDOXH�DGGHG�SURGXFW��HVSHFLDOO\�ZLWK�WKH�ORZ�DJULFXOWXUH�WDULIIV�DQG�WKH�HDVH�RI�SRZHU�WKHIW�LQ�UXUDO�DUHDV���



��

���6800$5<�$1'�,03/,&$7,216
7KH�UHJXODWRU\ XQFHUWDLQW\ RI�WKH�*XMDUDW�VLWXDWLRQ��EURXJKW�DERXW�E\�WKH�P\ULDG�RI�RSSRVLQJ�SROLWLFDO�IRUFHV�DQG�RYHUODSSLQJ�UHJXODWRU\�ERGLHV��DV�ZHOO�DV�WKH�SRRU�ILQDQFLDO�SRVLWLRQ RI�WKH�*(%�KDV�OHIW�XUEDQ��UXUDO�DQG�LQGXVWULDO�FRQVXPHUV�ZLWK�HLWKHU�XQUHOLDEOH�HOHFWULFLW\�VXSSOLHV�RU� LQGHHG�ZLWK�QR� VXSSO\� RI� DQ\ NLQG� +RZHYHU�� WKH�*R*�ZLOOLQJQHVV� WR�PRYH�RQ� VXEVLG\�UHIRUP DQG�DOORZLQJ�SULYDWH�JHQHUDWRUV�DQG�GLVWULEXWRUV�WR�HQWHU�WKH�PDUNHW��DOEHLW�LQ�D�OLPLWHG�ZD\� DW� SUHVHQW� LQ� WKH� LQGXVWULDO� VHFWRU�� VXJJHVWV� WKDW� DQ� DOWHUQDWLYH� µERWWRP�XS¶� DSSURDFK� WR�UHIRUP�PD\� XOWLPDWHO\�PHHW�ZLWK�PRUH� VXFFHVV� WKDQ� WKH� VWDOOHG� µWRS�GRZQ¶� UHIRUP� SURFHVV�WKDW�KDV�IRFXVVHG�RQ�SULYDWLVLQJ�WKH�*(%�
����$Q�$OWHUQDWLYH�6ROXWLRQ
3URYLGLQJ�HOHFWULFLW\�WR�UXUDO�DQG�VRPH�XUEDQ�DUHDV�HIIHFWLYHO\�LQYROYHV�D�FKRLFH�EHWZHHQ�WZR�V\VWHPV�

L� ,QFUHDVH�HOHFWULFLW\�SURGXFHG�WKURXJK�FHQWUDO�JHQHUDWLRQ�DQG�WKHQ�FRQQHFW�YLOODJHV DQG�XUEDQ�DUHDV YLD�KLJK�YROWDJH�WUDQVPLVVLRQ�V\VWHPV��RULL� ,QVWDOO� FDSWLYH� SRZHU� RU� GLVWULEXWHG� JHQHUDWLRQ� �'*�� V\VWHPV� FORVH� WR� GHPDQG� VLWHV�HLWKHU�LQ�FRQMXQFWLRQ�ZLWK�D�JULG FRQQHFWLRQ�RU�DQ�RII�JULG�GLVWULEXWLRQ�V\VWHP�
7KH�ILUVW�RSWLRQ�LQYROYHV�XVLQJ�ODUJH�SRZHU�VWDWLRQV��ZKLFK�DUH�DEOH�WR�FDSWXUH�HFRQRPLHV�RI�VFDOH� DQG� VSUHDG� IL[HG� �FDSLWDO� DQG�PDLQWHQDQFH�� FRVWV� DQG� IXHO� FRVWV� RYHU� ODUJH�HOHFWULFLW\RXWSXWV DQG�PLQLPLVH�YDULDEOH�FRVWV�E\�PD[LPLVLQJ�WKHUPDO�HIILFLHQF\��7KH�PLQLPLVDWLRQ�RI�ORQJ�UXQ�DYHUDJH�HOHFWULFLW\ FRVWV�DW�WKH�VLWH�RI�JHQHUDWLRQ�KDV�WKHUHIRUH�EHHQ�WKH�JRDO�RI�PRVW�HOHFWULFLW\ SODQQHUV��
8QIRUWXQDWHO\�� WKLV� DSSURDFK� PD\� QRW� EH� WKH� PRVW� SUDFWLFDO� RU� HFRQRPLFDOO\� YLDEOH��SDUWLFXODUO\� LQ� UHPRWH� SDUWV� RI� WKH� GHYHORSLQJ� ZRUOG�� EHFDXVH� WKH� WRWDO� FRVW� RI� GHOLYHUHG�HOHFWULFLW\� DOVR� LQFOXGHV� WUDQVPLVVLRQ� DQG� GLVWULEXWLRQ� �7	'�� LQYHVWPHQW� DQG� WKH� SULFH� RI�HQHUJ\� WKDW� LV� ORVW�GXULQJ�GHOLYHU\� WR� WKH�FXVWRPHU�� �$� ODUJH�FHQWUDOLVHG� HOHFWULFLW\ SODQW�QRW�RQO\�UHTXLUHV�VLJQLILFDQW�FDSLWDO�LQYHVWPHQW�LQ�WKH�SODQW�LWVHOI�EXW�DOVR� LQ�7	'�WR�GHOLYHU�WKH�



��

HOHFWULFLW\�� )RU� WKH� ,QGLDQ� HOHFWULFLW\ VHFWRU�� ORQJ�WHUP�� DGHTXDWH� ILQDQFLQJ� IRU� QHZ�LQIUDVWUXFWXUH�KDV�EHFRPH�LQFUHDVLQJO\�GLIILFXOW�WR�REWDLQ�GXH�WR�WKH�SRRU�ILQDQFLDO�SRVLWLRQ�RI�WKH�6(%V� ZKLFK�DUH�DOO FORVH�WR�EDQNUXSWF\�DIWHU�\HDUV�RI�SRRU�PDQDJHPHQW��LQDGHTXDWH�WDULII�SROLFLHV��ZLGHVSUHDG� HOHFWULFLW\ WKHIW� DQG� LQHIILFLHQFLHV� LQ� WKH� WUDQVPLVVLRQ�� GLVWULEXWLRQ� DQG�PHWHULQJ�V\VWHPV��
7KH� HFRQRPLHV� RI� VFDOH� WKDW� RQFH� PDGH� ODUJH� FHQWUDOLVHG� SRZHU� VWDWLRQV� WKH� RQO\� ZD\� WR�HIILFLHQWO\�SURGXFH�HOHFWULFLW\�KDYH�EHHQ�XQGHUPLQHG�E\�VPDOO�VFDOH�JHQHUDWLRQ�WHFKQRORJLHV��ZLWK�SRZHU� UDQJHV�DV� ORZ�DV���N:��ZKLFK�PD\�FRPSHWH�HFRQRPLFDOO\�ZLWK�JULG�FRQQHFWHG������� 0:�FHQWUDO�JHQHUDWLQJ FDSDFLW\���7KLV�WUHQG�LV�GLVSOD\HG�VFKHPDWLFDOO\�LQ�)LJXUH������UHSURGXFHG�IURP�&DVWHQ������� ZKHUH�FDSLWDO�XQLW�FRVWV��LQ�UHDO��������N:��DUH�LQGLFDWHG�RQ�WKH� \�D[LV�� �+RZHYHU�� WKLV� WUHQG�KDV�EHHQ� VKDUSO\� UHYHUVHG�RYHU� WKH� ODVW� GHFDGH� DV� WKH� \HDU������ FXUYH� RQ� WKH� OHIW� HGJH� RI� WKH� SORW� LQGLFDWHV�� 6PDOOHU� FDSDFLW\� SODQWV�� LQFOXGLQJ� VRPH�GLVWULEXWHG� JHQHUDWLRQ� WHFKQRORJLHV�� KDYH� FDSLWDO� XQLW� FRVWV� ���N:�� VLPLODU� WR� WKRVH� RI� WKH�ODUJHU�SODQWV��UHSUHVHQWHG�E\�WKH�FRVW�FXUYHV�DERYH�DQG�WR�WKH�ULJKW��
)LJXUH������&KDQJLQJ�(FRQRPLHV�RI�6FDOH�IRU�(OHFWULFLW\�*HQHUDWLRQ LQ�6HOHFWHG�'HFDGHV
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7UHQGV�LQ�3RZHU�*HQHUDWLRQ

6RXUFH��EDVHG�RQ��&DVWHQ�������
7KH� FKDQJH� LQ� HFRQRPLHV� RI� VFDOH� IRU� HOHFWULFLW\� JHQHUDWLRQ� RSHQV� XS� D� ZLGH� UDQJH� RI�RSSRUWXQLWLHV� IRU� '*� DQG� PD\� KHOS� SURYLGH� HOHFWULFLW\ WR� UXUDO� DUHDV� WKDW� DUH� FXUUHQWO\�XQGHUVHUYHG�E\�WUDGLWLRQDO�FHQWUDOLVHG�JULG V\VWHPV�
7KH�DOWHUQDWLYHV�LQFOXGH JHQHUDWLQJ�WHFKQRORJLHV�VXFK�DV�JDV�WXUELQHV��VRODU�SKRWRYROWDLF��39��FHOOV�� IXHO�FHOOV��ZLQG� WXUELQHV��ELRPDVV�DQG�ELRJDV�ZKLFK��ZKHQ�DSSURSULDWHO\�DSSOLHG��PD\�
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SURYLGH� HOHFWULFLW\ RQ� D� GLVWULEXWHG� EDVLV� PRUH� HIIHFWLYHO\� WKDQ� FHQWUDOLVHG� JHQHUDWLRQ�� '*�WHFKQRORJLHV�DUH�GHILQHG�DV�WKRVH�WKDW�DOORZ�WKH�SURGXFWLRQ�RI�HOHFWULFLW\ DW�RU�QHDU�WKH�SRLQW�RI�FRQVXPSWLRQ�� WKH\� PD\� RSHQ� XS� D� QHZ� HUD� RI� HOHFWULFLW\ VXSSO\� DQG� FKDOOHQJH� WKH�FRQYHQWLRQDO�ZLVGRP�DERXW�JHQHUDWLQJ SODQW� HFRQRPLHV�RI� VFDOH�� �'*�SODQWV� W\SLFDOO\�KDYH�VKRUWHU�SODQQLQJ�DQG�FRQVWUXFWLRQ�WLPHV��DQG�UHTXLUH�OHVV�OXPS\�H[SHQGLWXUH�RI�FDSLWDO���7KH\�FDQ�EH�EXLOW�LQ�D�PRGXODU�IDVKLRQ�DOORZLQJ�IRU�LPSURYHG�SODQQLQJ�WKDW�PRUH�FORVHO\�PDWFKHV�GHPDQG��
����3UREOHPV�ZLWK�'LVWULEXWHG�(QHUJ\�6\VWHPV�LQ�*XMDUDW
&DSWXULQJ�WKH EHQHILWV�IURP�'*�SURMHFWV�LQ�*XMDUDW�IDFHV�VHYHUDO�VHULRXV�REVWDFOHV�
L� /RZ�� VXEVLGLVHG WDULIIV� KDYH� UHGXFHG WKH LQFHQWLYH� WR� VHHN DOWHUQDWLYHV� LQ� XUEDQ� DQG�UXUDO�DUHDV���)DUPHUV�KDYH�KDG�WR�SD\�VR�OLWWOH�IRU�HOHFWULFLW\� DQG�GRPHVWLF�XVHUV�KDYH�EHHQ� DEOH� WR� VWHDO� IUHH� HOHFWULFLW\� IRU� VR� ORQJ� WKDW� WKH� LPSOHPHQWDWLRQ� RI� D� SD\�IRU�VHUYLFH�PRGHO�ZLOO�KDYH�WR�RYHUFRPH�DQ�H[SHFWDWLRQ�RI�IUHH�HOHFWULFLW\���7KH WDFLW�DQG�H[SOLFLW� FRQWUDFWV� RI� FRQVXPHUV� WR� SD\� IRU� VHUYLFH� DQG� WKH� *(%� WR� GHOLYHU� TXDOLW\�VHUYLFH� KDV� EHHQ� EURNHQ�� � $V� 0RUULV� �����F�� H[SODLQHG�� ³WKH\� SUHWHQG� WR� VXSSO\�HOHFWULFLW\�DQG�WKH�FXVWRPHUV�SUHWHQG�WR�SD\´�LL� 7KHUH� LV� OLWWOH� ORFDO� FDSDFLW\� IRU� PDLQWHQDQFH� RU� ILQDQFH� RI� VPDOO�VFDOH� HOHFWULFLW\�V\VWHPV�� � '*� SURMHFWV� UHTXLUH� VLJQLILFDQW� XSIURQW� FDSLWDO� LQYHVWPHQW�� DQG� WKH� FUHGLW�PDUNHW�GRHV�QRW�H[LVW�IRU�VXFK�SURMHFWV���$OO�ILQDQFLQJ�LV�FXUUHQWO\�FRPLQJ�IURP�1*2V��GHYHORSPHQW�EDQNV�RU�VXEVLGLVHG ORDQV� IURP�,5('$�*('$�� �&RPSOLFDWLQJ� WKH� ODFN�RI�FUHGLW� LQ� WKH�VHFWRU� LV� WKH� ODUJH�DPRXQW�RI� UHJXODWRU\�XQFHUWDLQW\� WKDW�SHUYDGHV�DOO�QHZ� HOHFWULFLW\� SURMHFWV�� � 7KH� EDVLF� PDUNHW� VWUXFWXUH� KDV� QRW� EHHQ� GHWHUPLQHG� LQ�*XMDUDW�DQG�WKXV�FUHGLW�ULVN�LV�SXVKHG�KLJKHU�LLL� '*�SURMHFWV�VXIIHU�IURP�D�ODFN�RI�HFRQRPLHV�RI�VFDOH���+LJK�VHWXS�FRVWV�DQG�WKH�QHHG�IRU� VSHFLDOLVHG�HQJLQHHULQJ�VNLOOV� WR�EXLOG�'*�V\VWHPV�PHDQ� WKDW�PDQ\�SURMHFWV�ZLOO�QHHG�WR�EH�OXPSHG�WRJHWKHU LQ�RUGHU�WR�UHGXFH�FRVWV�LY� ,QFHQWLYHV�IURP�,5('$�DQG�5(&�PD\�QRW�EH�HQRXJK�WR�RYHUFRPH�ORZ�WDULIIV�WKDW�FDQ�EH�FKDUJHG�WR�UXUDO�FRQVXPHUV��DQG�WKH�SURMHFWV�ZLOO�UHPDLQ�ILQDQFLDOO\�RXW�RI�UHDFK�IRU�FRPPXQLWLHV�
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Y� 7KH�01(6�GLVFRXUDJHV�XVH�RI�GLHVHOV�EHFDXVH�RI�SROOXWLRQ�FRQFHUQV��&KDXUH\���������DQG�WKXV�PD\�UHVWULFW�VRPH�'*�SURMHFWV�WKDW�FRPELQH�UHQHZDEOHV�ZLWK�GLHVHOV�YL� 7KH�*(%�DUH�XQOLNHO\�WR�ZHOFRPH�'*�EHFDXVH�LW�ZRXOG�DOORZ�QHZ�HQWUDQWV�WKDW�PD\�HYHQWXDOO\�µFKHUU\�SLFN¶�WKH�EHVW�ORDGV��ZKLFK�LV�WKH�VDPH�UHDVRQ�WKDW�FDSWLYH�SRZHU�LV�GLVFRXUDJHG�QRZ���7KH *(%�LV�OLNHO\�WR�EH�XQZLOOLQJ�WR�SURYLGH�D�VPDOO�,33�ZLWK�WKH�DELOLW\�WR�ZKHHO�HOHFWULFLW\� VXFK�DV�D '*�SURMHFW� EHFDXVH�LW�EUHDNV�WKHLU�PRQRSRO\��DV�HYLGHQFHG� E\� WKH� *(%¶V� UHIXVDO� WR� EX\� HOHFWULFLW\� DW� ORQJ�UXQ� PDUJLQDO� FRVW HYHQ�WKRXJK�HOHFWULFLW\�VKRUWDJHV�H[LVW�
����&RQFOXVLRQ
7KH�UHIRUP�SURFHVV�LQ�*XMDUDW�KDV�EHHQ�FULWLFLVHG�IRU�EHLQJ�WRR�VORZ�DQG�WKXV�SHUSHWXDWLQJ�D�ILQDQFLDO� DQG� SHUIRUPDQFH� FULVLV� LQ� WKH� HOHFWULFLW\� VHFWRU�� � 7KH� UHIRUP� WKXV� IDU� KDV� QRW�GHOLYHUHG�D�G\QDPLF�,33�SUHVHQFH�DQG�KDV�OLNHO\�VWLIOHG�LW�LQ�WKH�IXWXUH��,QLWLDWLYHV�WR�LQFUHDVH�FRPSHWLWLRQ�KDYH�EHHQ�EORFNHG�E\�PDQ\�HQWUHQFKHG�LQWHUHVW�JURXSV��QRW�OHDVW�RI�ZKLFK�LV�WKH�*(%� LWVHOI�� � +RZHYHU�� WKH� PDUNHW� KDV� QRW� IDLOHG� WR� UHVSRQG� WR� FKDQJLQJ� FRQGLWLRQV�� HYHQ�ZLWKRXW�D�FOHDU�UHIRUP�SROLF\�IURP�WKH�VWDWH�JRYHUQPHQW���7KH�VHFWRU�KDV�HYROYHG�LQ�D�QXPEHU�RI�ZD\V�
L� 7KH�KLJK�LQGXVWULDO�WDULIIV�WKDW�KDYH�EHHQ�VWHDGLO\�LQFUHDVLQJ�RYHU�WKH�SDVW�GHFDGH��KDYH�OHG�PDQ\�ODUJHU�LQGXVWULDO�FRQFHUQV�WR�SURGXFH�WKHLU�RZQ�HOHFWULFLW\���7KH�EXLOG�XS�RI�ZLQG�IDUPV�FDQ�SDUWO\�EH�H[SODLQHG�E\�WKLV�WUHQG��EXW�PRUH�LPSRUWDQWO\��WKH�LQFUHDVH�LQ�IRVVLO�IXHO ILUHG� SODQWV� IRU� HOHFWULFLW\� DQG� SURFHVV� KHDW� �QRZ� ���� RI� WRWDO� HQHUJ\�SURGXFWLRQ�� VKRZV� WKDW� LQYHVWRUV� LQ� FDSWLYH� SRZHU� KDYH� UHVSRQGHG� TXLFNO\� DQG�UDWLRQDOO\� WR�PDUNHW�SULFH� VLJQDOV��7KH� UHFHQWO\�DGRSWHG� UHIRUP�ELOOV�KDYH�DOVR� WDNHQ�FDSWLYH�SRZHU�LQWR�DFFRXQW��ZKLFK�ZDV�HVSHFLDOO\�WLPHO\�VLQFH�WKH�*(%��RIWHQ�VKRUW�RI�JHQHUDWLQJ�FDSDFLW\��UHIXVHG�WR�WDNH�H[FHVV�HOHFWULFLW\�IURP�FDSWLYH�SODQWV���LL� 7KH�LPSRVLWLRQ�RI�KLJKHU�DJULFXOWXUH� WDULIIV�DQG�WKH�LQFHQWLYHV� WR�UHTXLUH�PHWHULQJ�RI�DOO�ORDGV�KDV�OHG�WR�VRPH VXFFHVV���LLL� 7KH� FXUUHQW� PDUNHW� FRQGLWLRQV� PD\� SDYH� WKH� ZD\� IRU� PRUH� G\QDPLF� VFKHPHV� LQ�GLVWULEXWLRQ��$OUHDG\�WKH�*(%�LV�VXSSRUWLQJ�VLQJOH�SRLQW�VXSSO\�IRU�LQGXVWULDO�HVWDWHV��DQG� WKH� FRQWLQXHG� KLJK� WKHIW� UDWHV� FRXSOHG�ZLWK� SUHVVXUH� IURP� WKH�*(5&� WR� UHGXFH�WKHP��PD\� IRUFH� WKH� VDPH� DSSURDFK� LQ� FRPPHUFLDO� DQG� UHVLGHQWLDO� VHWWLQJV�� HYHQ� LI�HOHFWULFLW\�VXSSO\�LV�QRW�SULYDWLVHG��
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LY� 7KH�FRQWLQXHG�GRPLQDQFH�RI�D�*(%�WKDW�FDQQRW�VXSSO\�WKH�UXUDO�DUHDV�DGHTXDWHO\�PD\�HQFRXUDJH� PRUH� LQGXVWULDO� SDUWQHUVKLSV� ZLWK� ORFDO� FRPPXQLWLHV� IRU� VHUYLFHV�� � )RU�H[DPSOH�� WKH�5HOLDQFH�RSHUDWLRQ� LQ�-DPQDJDU�KDV�VXSSOLHG� ORZ�FRVW�HOHFWULFLW\� WR� WKH�QHDUE\�YLOODJHV�DQG�WDNHQ�RYHU�LWV�GLVWULEXWLRQ��
,W�FDQ�WKHUHIRUH�EH�FRQFOXGHG�WKDW�HYHQ�ZLWKRXW�D�FRPSHWLWLRQ�VXSSRUWLQJ�DQG�FOHDU�UHJXODWRU\�UHIRUP�VLJQDO��WKH�PDUNHW�KDV�IRXQG�VHYHUDO�ZD\V�RI�VXSSOHPHQWLQJ�WKH�SRRU�VHUYLFH�DQG�KLJK�SULFHV�RI�WKH�*(%���7R�FDSLWDOLVH�RQ�WKH�UHVSRQVHV��VPDOO�VFDOH�FDSWLYH�SODQWV�DQG�WKH�VXSSRUW�RI�FRRSHUDWLYH�RU�SULYDWH GLVWULEXWLRQ�FKDQQHOV�VKRXOG�EH�HQFRXUDJHG�XVLQJ�WKH�PRPHQWXP�RI�WKH�WZR�QHZ�UHIRUP�DFWV� ZLWKRXW�ZKLFK�WKH�VHFWRU�ZLOO�EH�XQDEOH�WR�FDSWXUH�WKH�G\QDPLF�JDLQV�IURP�FRPSHWLWLRQ�WKDW�ORFDO�VROXWLRQV�FDQ�RIIHU�� �$�GDQJHU�H[LVWV�ZLWK�WKH�*XMDUDW�(OHFWULFLW\�$FW�������*R*������� RI� LPSOHPHQWLQJ D�UHIRUP�SLHFHPHDO�DSSURDFK�WKDW�PD\�RQO\�FKDQJH�RZQHUVKLS� ZKLOH� QRW� DWWDFNLQJ� WKH� FRUH� VWUXFWXUDO� SUREOHPV� RI� KLJK� LQGXVWULDO� WDULIIV��LQHIILFLHQW�DJULFXOWXUH�VXEVLGLHV�DQG�WKH�UHVXOWLQJ�ODFN�RI�UHYHQXH�IURP�WKH�VDOH�RI�HOHFWULFLW\���7KLV�SDSHU DUJXHV�WKDW�JRYHUQPHQW�SROLF\�VKRXOG�FRQVLGHU WKH�PRUH�IOH[LEOH�QDWXUH�RI�VXSSO\�WKDW�'*�FDQ�RIIHU�
7KH�XVH�RI�GLVWULEXWHG�JHQHUDWLRQ�PD\�KHOS�WR�UHGXFH�ERWK�WHFKQLFDO�DQG�QRQ�WHFKQLFDO�ORVVHV��'HFUHDVLQJ� WKH� DPRXQW� RI� ZLUH� QHHGHG� WR� GHOLYHU� HOHFWULFLW\ UHGXFHV� WHFKQLFDO� ORVV�� 7KH�YXOQHUDELOLW\�RI�WKH�V\VWHP�WR�QRQ�WHFKQLFDO�ORVV�PD\�DOVR�EH�UHGXFHG�E\�SXVKLQJ�WKH�ORFXV�RI�FRQWURO� FORVHU� WR� WKH� FXVWRPHU�� WKXV� FKDQJLQJ� WKH� LQFHQWLYHV� DQG� RSSRUWXQLWLHV� IRU� WKHIW�WKURXJK� VRFLDO�� PDQDJHULDO�� DQG� WHFKQLFDO� PHDQV�� � )RU� H[DPSOH�� LQ� 6RXWK� $IULFD�� SUH�SDLG�PHWHUV� DQG� ORFDO� GLVWULEXWLRQ� FRRSHUDWLYHV� KDYH� GHFUHDVHG� WKHIW� DQG� LQFUHDVHG� WRWDO� WDULII�FROOHFWLRQV��6PLWK��������� �%DQJODGHVK�KDV�XVHG�ORFDO�1*2V�DQG�D�VXEVLGLDU\�RI�D�*UDPHHQ�%DQN��*UDPHHQ�6KDNWL�� WR�EULQJ�PRUH�HQIRUFHPHQW�DQG�FRQWURO� WR� WKH�ORFDO� OHYHO�DQG�UHGXFH�WKHIW��%LVZDV��%U\FH��DQG�'LHVHQGRUI���������
'LVWULEXWHG�JHQHUDWLRQ KDV�D�QXPEHU�RI�RWKHU�WHFKQLFDO�DGYDQWDJHV�RYHU�FHQWUDOLVHG�HOHFWULFLW\SURGXFWLRQ���6LQFH�HOHFWULFLW\�FDQQRW�EH�VWRUHG��VXSSO\�PXVW�EH�PDWFKHG�LQ�WLPH�DQG�VFDOH�WR�GHPDQG� ZKLFK�PHDQV� WKDW� WKHUH PXVW� DOZD\V�EH� VXIILFLHQW� FDSDFLW\� DYDLODEOH� WR�PHHW�SHDN�GHPDQG��HYHQ�WKRXJK�WKDW�FDSDFLW\�PD\�RQO\�EH�QHHGHG�IRU�D�IHZ�KRXUV�SHU�\HDU���'*�FDQ�EH�XVHG�WR�PHHW WKHVH�GHPDQG�SHDNV��WKHUHE\�DOORZLQJ�HOHFWULFLW\ FRPSDQLHV�WR�GHOD\�LQYHVWPHQW�LQ�FHQWUDOLVHG�JHQHUDWLRQ��WUDQVPLVVLRQ��DQG�GLVWULEXWLRQ���:KHUH�JURZWK�LV�UDSLG��LQFUHPHQWDO�
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'*�LQYHVWPHQW�PD\�DOVR�EH�XVHG�WR�PHHW�WLPLQJ GLIIHUHQFHV�EHWZHHQ�ODUJH�VFDOH� LQYHVWPHQW�DQG�ORFDO� ORDG�JURZWK� 7KH�DGGLWLRQ�RI�JHQHUDWLRQ�DW� WKH�HQGV�RI�GLVWULEXWLRQ�JULGV�FDQ�DOVR�KHOS�WR�LPSURYH�WKH�HOHFWULFLW\ TXDOLW\��ZKLFK�ZRXOG�SUHYHQW GDPDJH�WR�HOHFWULFDO�HTXLSPHQW��&KDXUH\��5DQJDQDWKDQ��DQG�0RKDQW\��������0R3��������
7KH�UHJXODWRU\�XQFHUWDLQW\�RI� WKH�*XMDUDW�VLWXDWLRQ��DV�ZHOO�DV� WKH�SRRU� ILQDQFLDO�SRVLWLRQ�RI�WKH�*(%�KDV�OHIW�XUEDQ��UXUDO�DQG�LQGXVWULDO�FRQVXPHUV�SRRUO\�VHUYHG���7KH�,QGLDQ�(OHFWULFLW\�$FW�KDV�VHW�DQ� LQQRYDWLYH�GLUHFWLRQ�IRU�HOHFWULFLW\�SROLF\� LQ� WKH�FRXQWU\�DV�D�ZKROH�DQG�QRZ�*(5&�FDQ�PRYH�DJJUHVVLYHO\�RQ�VXEVLG\�UHIRUP��WKHIW�UHGXFWLRQ��DQG�FRPSHWLWLRQ�LVVXHV�WKDW�ZLOO� SURYLGH� D� VWLPXOXV� IRU� LQYHVWPHQW� LQ� VPDOO� DQG� ODUJH�VFDOH� JHQHUDWLRQ� E\� WKH� SULYDWH�VHFWRU� DW� WKH� ORFDO� OHYHO�� DQG� DOORZ� PRUH� FDSWLYH� SRZHU� IRU� LQGXVWU\�� %\� DGRSWLQJ� DQ�LQFUHPHQWDO�DQG�FRPSHWLWLRQ�HQKDQFLQJ�ERWWRP�XS��UDWKHU� WKDQ�WRS�GRZQ�SODQQLQJ�DSSURDFK��WKH�FXUUHQW�URDGEORFN�RQ�IRUHLJQ�GLUHFW�LQYHVWPHQW�DQG�LQHYLWDEOH�WDLQW�RI�FRUUXSWLRQ�WKDW�KDV�VXUURXQGHG�PHJD�SURMHFWV�LQ�WKH�SDVW�FRXOG�EH�DYRLGHG�
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5()(5(1&(6
$KOXZDOLD��0�6��������,QGLD
V�(FRQRPLF�5HIRUPV�$Q�$SSUDLVDO��,Q�,QGLD�LQ�WKH�(UD�RI�(FRQRPLF�5HIRUPV��HGLWHG�E\�1��%DMSDL��'HOKL��2[IRUG�8QLYHUVLW\�3UHVV�$PLQ��$�/��������/LEHUDOL]DWLRQ�RI�WKH�,QGLDQ�SRZHU�LQGXVWU\��ZLQG�SRZHU�LQ�*XMDUDW��5HQHZDEOH�(QHUJ\ �����������������%HDOO��-��������7KH�3ROLWLFDO�(FRQRP\�RI�6ROLG�:DVWH�'LVSRVDO��3K'��'HYHORSPHQW�6WXGLHV��/RQGRQ�6FKRRO�RI�(FRQRPLFV��/RQGRQ�%LVZDV��:DKLGXO�.���3DXO�%U\FH��DQG�0DUN�'LHVHQGRUI��������0RGHO�IRU�HPSRZHULQJ�UXUDO�SRRU�WKURXJK�UHQHZDEOH�HQHUJ\�WHFKQRORJLHV�LQ�%DQJODGHVK��(QYLURQPHQWDO�6FLHQFH�	�3ROLF\ ��������������&DVWHQ��7�5��������:KLWKHU�HOHFWULF�JHQHUDWLRQ"�$�GLIIHUHQW�YLHZ��7KH�(QHUJ\�'DLO\�6HSWHPEHU����&KDXUH\��$NDQNVKD��������)HOORZ��7(5,��1HZ�'HOKL��'HFHPEHU����3HUVRQDO�,QWHUYLHZ&KDXUH\��$NDQNVKD��0DOLQL�5DQJDQDWKDQ��DQG�3DULPLWD�0RKDQW\��������(QKDQFLQJ�HOHFWULFLW\�DFFHVV�LQ�UXUDO�DUHDV�WKURXJK�GLVWULEXWHG�JHQHUDWLRQ�EDVHG�RQ�UHQHZDEOH�HQHUJ\��1HZ�'HOKL��7DWD�(QHUJ\�5HVHDUFK�,QVWLWXWH�&0,(��������(OHFWULFLW\�*HQHUDWLRQ��0RQWKO\�5HYLHZ�RI�WKH�*XMDUDW�(FRQRP\��&HQWHU�IRU�0RQLWRULQJ�WKH�,QGLDQ�(FRQRP\�&RUEULGJH��6���DQG�-��+DUULVV��������5HLQYHQWLQJ�,QGLD��&DPEULGJH��3ROLW\�&25(��������,QGLD�(OHFWULFLW\�'LVWULEXWLRQ�5HIRUP�5HYLHZ�DQG�$VVHVVPHQW��9ROXPH����0DLQ�5HSRUW��1HZ�'HOKL��86$,'�'DVJXSWD��6���DQG�8��0DKXUNDU��������+RZ�*XMDUDW�9RWHG��,QGLD�7RGD\��'HFHPEHU��������(60$3��������(QHUJ\�6WUDWHJLHV�IRU�5XUDO�,QGLD��(YLGHQFH�IURP�6L[�6WDWHV��:DVKLQJWRQ��'&��:RUOG�%DQN�(WLHQQH��*��������WKH�5ROH�RI�(OHFWULFLW\ LQ�,QGLD
V�$JULFXOWXUH��,Q�,QGLD
V�(QHUJ\��HGLWHG�E\�3��$XGLQHW��6KXNOD��3���*UDUH��)��1HZ�'HOKL��0RQRKDU�*(5&��������7DULII�2UGHU�1R�����RI�������$KPHGDEDG��*XMDUDW�(OHFWULFLW\�5HJXODWRU\�&RPPLVVLRQ�*KRVK��6DMDO��������(OHFWULFLW\�FRQVXPSWLRQ�DQG�HFRQRPLF�JURZWK�LQ�,QGLD��(QHUJ\�3ROLF\ ���������������*,'%��������*,'%�3URILOH��*XMDUDW�,QIUDVWUXFWXUH�'HYHORSPHQW�%RDUG������>FLWHG�-DQXDU\�����@��$YDLODEOH�IURP�KWWS���ZZZ�JLGE�RUJ�LQWG�KWP�*R*��������*XMDUDW�(OHFWULFLW\�,QGXVWU\��5HRUJDQLVDWLRQ�DQG�5HJXODWLRQ��$FW�������*(5&������>FLWHG�-XO\��������@��$YDLODEOH�IURP�KWWS���ZZZ�JHUFLQ�RUJ�'()$8/7�+70�*R*D��������6RFLR�HFRQRPLF�5HYLHZ�*XMDUDW�6WDWH�����������*DQGKLQDJDU��*RYHUQPHQW�RI�*XMDUDW��'LUHFWRUDWH�RI�(FRQRPLFV�DQG�6WDWLVWLFV�*XQDUDWQH��/��������5XUDO�(QHUJ\�6HUYLFHV��%HVW�3UDFWLFHV��1HZ�'HOKL��86$,'�+DUULVV�:KLWH��%���DQG�*��:KLWH��������&RUUXSWLRQ�/LEHUDOLVDWLRQ�DQG�'HPRFUDF\��,'6�%XOOHWLQ �����������,&5$D��������*XMDUDW�3RZHU�6HFWRU��1HZ�'HOKL��3RZHU�)LQDQFH�&RUSRUDWLRQ�,&5$E��������5DWLQJ�RI�6WDWH�3RZHU�6HFWRUV��1HZ�'HOKL��,&5$�/LPLWHG�,($��DQG�2(&'��������(OHFWULFLW\�LQ�,QGLD���SURYLGLQJ�SRZHU�IRU�WKH�PLOOLRQV��3DULV��,QWHUQDWLRQDO�(QHUJ\�$JHQF\���2(&'�-DQDNDUDMDQ��6��������,UULJDWLRQ��7KH�'HYHORSPHQW�RI�DQ�$JUR�(FRORJLFDO�&ULVLV��,Q�5XUDO�,QGLD�)DFLQJ�WKH���VW�&HQWXU\��HGLWHG�E\�6��-DQDNDUDMDQ��/RQGRQ��$QWKHP�-HQNLQV��5��������'HPRFUDWLF�3ROLWLFV�DQG�(FRQRPLF�5HIRUP�LQ�,QGLD��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�



��

-RQJK��-DQ�GH��DQG�5HPL�5LMV��������1HZVOHWWHU�RQ�6PDOO�6FDOH�:LQG�(QHUJ\�6\VWHPV��$UUDNLV��'HFHPEHU����� >FLWHG�-DQXDU\��������@��$YDLODEOH�IURP�KWWS���ZZZ�DUUDNLV�QO�VVZHVBGHFB����BGHI�KWP�-RVKL��5DMHQGUD��������0DQDJLQJ�'LUHFWRU��6$$7+��$KPHGDEDG��-DQXDU\����3HUVRQDO�,QWHUYLHZ.DQQDQ��.�3���DQG�1��9��3LOODL��������3OLJKW�RI�WKH�3RZHU�6HFWRU�LQ�,QGLD��6(%V DQG�WKHLU�6DJD�RI�,QHIILFLHQF\��7KLUXYDQDQWKDSXUDP��&HQWUH�IRU�'HYHORSPHQW�6WXGLHV�.DUOVRQ��)��������5XUDO�(QHUJ\�6HUYLFHV�/HJDO�DQG�5HJXODWRU\�5HYLHZ��1HZ�'HOKL��86$,'�.KDQ��0�+���DQG�.�6��-RPR��������,QWURGXFWLRQ��,Q�5HQWV��5HQW�6HHNLQJ�DQG�(FRQRPLF�'HYHORSPHQW��HGLWHG�E\�.��6��-RPR��&DPEULGJH��&DPEULGJH�8QLYHUVLW\ 3UHVV�.XEHU��*LULVK��������:HVWHUQ�VWDWHV�IDFH�SRZHU�VKRUWDJH��(FRQRPLF�7LPHV�RI�,QGLD��$SULO����0R)��������(FRQRPLF�6XUYH\����������1HZ�'HOKL��0LQLVWU\�RI�)LQDQFH�DQG�&RPSDQ\�$IIDLUV��*RYHUQPHQW�RI�,QGLD�0R3��������'LVWULEXWHG�*HQHUDWLRQ�5HSRUW��1HZ�'HOKL��0LQLVWU\�RI�3RZHU�0R3��������3RZHU�6HFWRU�3URILOH��:HVWHUQ�5HJLRQ��0LQLVWU\�RI�3RZHU������>FLWHG�-XO\��������@��$YDLODEOH�IURP�KWWS���SRZHUPLQ�QLF�LQ�SRZHU�SURILOH�:5BILOHV�Y�BGRFXPHQW�KWP�0RUULV�D��6HEDVWLDQ��������7KH�&KDOOHQJH�WR�*RYHUQDQFH�LQ�,QGLD��,Q�,QGLD�,QIUDVWUXFWXUH�5HSRUW�������HGLWHG�E\�6��0RUULV��1HZ�'HOKL��2[IRUG�8QLYHUVLW\�3UHVV�0RUULV�F��6��������3URIHVVRU��,QGLDQ�,QVWLWXWH�RI�0DQDJHPHQW��$KPHGDEDG��'HFHPEHU�����3HUVRQDO�,QWHUYLHZ0RUULV��6HEDVWLDQ��������*(%�5HIRUPV��$�1RWH�RQ�5HJXODWRU\�6WUDWHJ\�DQG�DQ�$SSURDFK�WR�3ULYLWLVDWLRQ��,,0�$KPHGDEDG�:RUNLQJ�3DSHU ��������������0RUULV��6HEDVWLDQ��������5HVWUXFWXULQJ�*(%��2XWOLQH�RI�D�6WUDWHJ\�DQG�3URSRVDO�IRU�$FWLRQ��,,0�$KPHGDEDG�:RUNLQJ�3DSHU ����������������1&$(5��������:HVW�DQG�&HQWUDO�,QGLD�+XPDQ�'HYHORSPHQW�5HSRUW��(GLWHG�E\�1��&��R��$��(��5HVHDUFK��'HOKL��2[IRUG�8QLYHUVLW\�3UHVV�1HXGRHUIIHU��&\QWKLD��3UHHWL�0DOKRWUD��DQG�3��9HQNDWD�5DPDQD��������3DUWLFLSDWRU\�UXUDO�HQHUJ\�SODQQLQJ�LQ�,QGLD��� D�SROLF\�FRQWH[W��(QHUJ\�3ROLF\ ���������������3DGPDQDEDQ��6��������(OHFWULFLW\�$FW��:LQQHUV�DQG�/RVHUV��:LQURFN������>FLWHG�$XJXVW��������@��$YDLODEOH�IURP�KWWS���ZZZ�UHQHZLQJLQGLD�RUJ�QHZV�BMXO\�BKHDG�KWPO�3DGPDQDEDQ��6���DQG�$VKRN�6DUNDU��������(OHFWULFLW\�'HPDQG�6LGH�0DQDJHPHQW��'60��LQ�,QGLD��$�6WUDWHJLF�DQG�3ROLF\�3HUVSHFWLYH��3DSHU�UHDG�DW�,QWHUQDWLRQDO�&RQIHUHQFH�RQ�'LVWULEXWLRQ�5HIRUPV��2FWREHU�����DW�1HZ�'HOKL�3DOPHU�-RQHV��5��������*URXQGZDWHU�0DUNHWV�LQ�6RXWK�$VLD��$�'LVFXVVLRQ�RI�7KHRU\ DQG�(YLGHQFH��,Q�6HOOLQJ�:DWHU��&RQFHSWXDO DQG�3ROLF\�'HEDWHV�2YHU�*URXQGZDWHU�0DUNHWV�LQ�,QGLD��HGLWHG�E\�0��0RHQFK��6DQ�)UDQFLVFR��1DWXUDO�+HULWDJH�,QVWLWXWH�3DQGX��+��������$VVHVVLQJ�WKH�,PSDFW�RI�3RZHU�6HFWRU�5HIRUPV�LQ�2ULVVD��,Q�:RUNLQJ�3DSHU�6HULHV��$QDQG��*XMDUDW��,QVWLWXWH�RI�5XUDO�0DQDJHPHQW�3DULNK��-\RWL��DQG�.LULW�3DULNK��������5HIRUPV�LQ�WKH�3RZHU�6HFWRU��,Q�,QGLD�'HYHORSPHQW�5HSRUW�������HGLWHG�E\�5��5DGKDNULVKQD��1HZ�'HOKL��2[IRUG�8QLYHUVLW\�3UHVV�3DWHO��.�%��������&KLHI�(QJLQHHU�IRU�'LVWULEXWLRQ��*(%��9DGRGDUD��-DQXDU\��3DWLO��6�%��������$VVLVWDQW�'LUHFWRU��*XMDUDW�(QHUJ\�'HYHORSPHQW�$JHQF\��9DGRGDUD��-DQXDU\��3&��������$QQXDO�5HSRUW�����������RQ�7KH�:RUNLQJ�RI�6WDWH�(OHFWULFLW\�%RDUGV�	�(OHFWULFLW\�'HSDUWPHQWV��1HZ�'HOKL��3ODQQLQJ�&RPPLVVLRQ��*R,�3/5��������7KH�&DSWLYH�5HSRUW��1HZ�'HOKL��3RZHU�/LQH�5HVHDUFK�3UDNDVK��������5H�LPDJLQDWLRQ�RI�WKH�6WDWH�DQG�*XMDUDW¶V�(OHFWRUDO�9HUGLFW��(FRQRPLF�DQG�3ROLWLFDO�:HHNO\ ������������������
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37,��������*XMDUDW�JRYW�DQQRXQFHV�VWHSV�WR�RYHUFRPH�*(%�GHILFLW��(FRQRPLF�7LPHV�RI�,QGLD��0DUFK����5DJKX��6XQLO��������5HYLVH�33$V��*XMDUDW�WHOOV�,33V��(FRQRPLF�7LPHV�RI�,QGLD��$XJXVW����5DPDQDWKDQ��.��������5HJXODWRU\ ,VVXHV�LQ�3URPRWLRQ�RI�5HQHZDEOHV��5HJXODWHUL ���������5DR��0�*���.�3��.DOLUDMDQ��DQG�5��6KDQG��������7KH�(FRQRPLFV�RI�(OHFWULFLW\�6XSSO\�LQ�,QGLD��'HOKL��0DFPLOOLDQ�,QGLD�5DR��6��/��������7KH�3ROLWLFDO�(FRQRP\�RI�3RZHU��(FRQRPLF�DQG�3ROLWLFDO�:HHNO\�5DR��6��/��������(OHFWULFLW\�%LOO�������0DQ\�6KRUWFRPLQJV��EXW�D�6WHS�)RUZDUG��(FRQRPLF�DQG�3ROLWLFDO�:HHNO\ �������5DYLQGUDQDWK��1�+���DQG�'�2��+DOO��������%LRPDVV��(QHUJ\��DQG�(QYLURQPHQW��$�'HYHORSLQJ�&RXQWU\�3HUVSHFWLYH�IURP�,QGLD��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�6KDK�D��5DNHVK��������'HSXW\�'LUHFWRU��*XMDUDW�(OHFWULFLW\�5HJXODWRU\�&RPPLVVLRQ��$KPHGDEDG��)HEUXDU\����,QWHUYLHZ6KDK��6DQMD\��������7HFKQR�HFRQRPLF�)HDVLELOLW\�6WXG\�RI�/LTXLG�%DVHG�6PDOO�0HGLXP�3RZHU�3URMHFW�LQ�*XMDUDW��06������6FKRRO�RI�0DQDJHPHQW�6WXGLHV��,QGLUD�*DQGKL�1DWLRQDO�2SHQ�8QLYHUVLW\��1HZ�'HOKL�6KDUPD��5�.��������0HPEHU��7HFKQLFDO���*XMDUDW�(OHFWULFLW\�5HJXODWRU\�&RPPLVVLRQ��$KPHGDEDG��-DQXDU\����3HUVRQDO�,QWHUYLHZ6LQJK��+���'��0LVKUD��DQG�1��0��1DKDU��������(QHUJ\�XVH�SDWWHUQ LQ�SURGXFWLRQ�DJULFXOWXUH�RI�D�W\SLFDO�YLOODJH�LQ�DULG�]RQH��,QGLD��SDUW�,��(QHUJ\�&RQYHUVLRQ�DQG�0DQDJHPHQW ������������������6PLWK��1LJHO��������/RZ�FRVW�HOHFWULILFDWLRQ���DIIRUGDEOH�HOHFWULFLW\�LQVWDOODWLRQ�IRU�ORZ�LQFRPH�KRXVHKROGV�LQ�GHYHORSLQJ�FRXQWULHV��,QWHUPHGLDWH�7HFKQRORJ\�ZRUNLQJ�SDSHUV��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV�6ULYDVWDYD��5DMHQGUD��������5HIRUPV�0RYH�)DVWHU��,QGLDQ�,QIUDVWUXFWXUH��$XJXVW��������6ULYDVWDYD��6KUL�00��������,QWHUYLHZ��*XMDUDW�(OHFWULFLW\�%RDUG��0HPEHU��)LQDQFH���*DQGKLQDJDU����-DQXDU\��7(5,��������7KLUG�3DUW\�6DOHV�� &RQFHSWV��LVVXHV�DQG�UHFRPPHQGDWLRQV�IRU�*XMDUDW��*(5&������>FLWHG�$SULO�������@��$YDLODEOH�IURP�KWWS���ZZZ�JHUFLQ�RUJ�7KLOODL��5��$��������3RZHU�VHFWRU�UHIRUP�LQ�2ULVVD��DQ�H[�SRVW�DQDO\VLV�RI�WKH�FDXVDO�IDFWRUV��(QHUJ\�3ROLF\ ����������������7KLOODL��5DMDQ�$��������3ULQFLSDO�SOD\HUV�LQ�XWLOLW\�UHVWUXFWXULQJ��WKH�FDVH�RI�2ULVVD��(QHUJ\�3ROLF\ ���������������7KXNXU��7�1��������'HYHORSPHQWV�LQ�WKH�,QGLD�3RZHU�6HFWRU��9LVLRQ�IRU�WKH�)XWXUH��5HJXODWHUL ����������7,,��������&RUUXSWLRQ�LQ�,QGLD��DQ�HPSLULFDO�VWXG\��1HZ�'HOKL��7UDQVSDUHQF\ ,QWHUQDWLRQDO�,QGLD�	�25*�0$5*�5HVHDUFK�711��������3RZHU�XWLOLWLHV�WROG�WR�HQG�IUHH�VXSSOLHV��FURVV�VXEVLGLHV��(FRQRPLF�7LPHV�RI�,QGLD��2FWREHU���711��������0RGL�VFUDSV�����UHOLHI�RQ�GRPHVWLF�SRZHU�ELOOV��(FRQRPLF�7LPHV�RI�,QGLD��)HEUXDU\����86'R(��������$Q�(QHUJ\�2YHUYLHZ�RI�,QGLD��:DVKLQJWRQ��'&��8QLWHG�6WDWHV�'HSDUWPHQW�RI�(QHUJ\�


