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��
6R��IRU�FRQWDLQHUV�WUDQVSRUW�E\�,:7�KDOI�D�GD\�LV�DOUHDG\�WKUHDWHQLQJ�IRU�WKH�FRPSHWLWLYHSRVLWLRQ�RI�,:7��,I��IRU�VRPH�UHDVRQ��FRQWDLQHU�WUDQVSRUW�LV�VWUXFWXUDOO\�GHOD\HG�FOLHQWV�RI�,:7FDQ�GHFLGH�WR�FKRRVH�DQRWKHU�WUDQVSRUW�PRGH�RU�WR�SD\�D�ORZHU�SULFH�
��6XSSOLHUV
7KH�LQIRUPDWLRQ�LQ�WKLV�VHFWLRQ�DQG�WKH�QH[W�RQH�LV�PDLQO\�EDVHG�RQ�LQWHUYLHZV�ZLWK�WZRH[SHUWV�LQ�WKH�ILHOG�RI�,:7�7R�GHWHUPLQH�ZKR�DUH�WKH�PDLQ�VXSSOLHUV�RI�WKH�,:7�VHFWRU�LW�LV�KHOSIXO�WR�LQYHVWLJDWH�ZKDWWKH�PDLQ�FRVW�GULYHUV�RI�UXQQLQJ�DQ�,:7�HQWHUSULVH�DUH��)RU�D�GU\�FDUJR�VKLS�RI�RQH�UHVSRQGHQWDV�WKH�PDLQ�FRVWV�GULYHUV�IXHO��DERXW�������SHUVRQQHO��DERXW�������LQWHUHVW�DQG�FDSLWDOSD\PHQWV��DERXW������DQG�UHSDUDWLRQV��DERXW������RI�WKH�DQQXDO�WXUQRYHU�ZHUH�PHQWLRQHG�&RQVLGHULQJ�WKH�PDLQ�FRVW�GULYHUV��WKH�PDLQ�VXSSOLHUV�IRU�WKH�,:7�PDUNHW�DUH�VXSSOLHUV�RIIXHO��FUHGLWV�DQG��VSDUH�SDUWV�DQG�ODERU�2QH�RI�WKH�UHVSRQGHQWV�VDLG�WKDW�IRU�GHOLYHU\�RI�VKLS�PDWHULDOV��OXEULFDQWV�DQG�IXHO�EDUJHPHQRIWHQ�KDYH�D�IULHQGO\�UHODWLRQVKLS�ZLWK�WKH�VXSSOLHUV�RI�VR�FDOOHG�EXQNHU�VWDWLRQV��,W�LV�VDLG�WKDWWKLV�NLQG�RI�UHODWLRQVKLS�LV�VRPHWLPHV�WR�WKH�GHWULPHQW�RI�WKH�SULFH�1RW�IRU�HYHU\�FRXQWU\�SULFHV�RI�GLIIHUHQW�SURGXFWV�DUH�WKH�VDPH��(�J��LQ�*HUPDQ\�IXHO�LV����������KLJKHU��$QRWKHU�UHVSRQGHQW�KDG�DQ�RSSRVLWH�PHDQLQJ�DQG�VDLG�WKDW�EDUJHPHQ�EHFRPHPRUH�DQG�PRUH�EXVLQHVV�ZLVH�DQG�ILUVW�LQYHVWLJDWH�ZKHUH�WKH�SULFH�LV�ORZHVW�DQG�WKHQ�EX\�DFHUWDLQ�SURGXFW�&RQFHUQLQJ�UHFHLYLQJ�FUHGLW�WKH�VLWXDWLRQ�LV�VDLG�WR�EH�DV�IROORZV��7KHUH�DUH�VHYHUDO�EDQNV�WKDWKDQG�RXW�FUHGLWV��5DEREDQN��,1*��$%1�$052��616���,I�RQH�KDV�D�JRRG�FRPSDQ\�SODQ�DQG�DORW�RI�FRPSDQ\�FDSLWDO��EDQNV�DUH�ZLOOLQJ�WR�KDQG�RXW�D�ORDQ�DQG�EDUJHPHQ�KDYH�D�JRRGEDUJDLQLQJ�SRVLWLRQ��%XW�DW�WKH�VDPH�WLPH�WKH�EDQN�KDV�D�ORW�RI�SRZHU�ZKHQ�WKLQJV�JR�ZURQJEHFDXVH�WKH�FRQWUDFW�LV�IXOO�RI�FRQGLWLRQV��7KH�SRVLWLRQ�RI�D�EDUJHPDQ�LV�DOVR�GHSHQGHQW�RQ�WKHKHLJKW�RI�WKH�LQYHVWPHQW��,I�RQH�ZDQWV�WR�EX\�D�QHZ��ELJ��PRGHUQ�VKLS�LW�LV�QHFHVVDU\�WR�ORDQPRUH�DQG�WKXV�RQH�LV�PRUH�GHSHQGHQW�RI�WKH�EDQN�2IWHQ��WKH�EXQNHU�VWDWLRQV�DQG�FUHGLW�IDFLOLWDWRUV�DUH�ODUJH�FRPSDQLHV��,Q�JHQHUDO��VXSSOLHUV�DUHZLOOLQJ�WR�NHHS�WKHLU�FOLHQWV�EXW�DW�WKH�VDPH�WLPH�WKH\�ZLOO�FHUWDLQO\�QRW�UHJUHW�LW�ZKHQ�WKH\ORVH�RQH�FOLHQW��2Q�WKH�RWKHU�KDQG��EXQNHU�VWDWLRQV�DQG�EDUJHPHQ�DUH�DOVR�GHSHQGHQW�RI�HDFKRWKHU�



��
,W�LV�DOVR�VDLG�WKDW�LW�LV�KDUG�WR�JHW�ZHOO�VNLOOHG�ODERU��7KH�DYHUDJH�OHYHO�RI�HGXFDWLRQ�LV�SRRUDQG�DV�D�UHVXOW�RIWHQ�HPSOR\HHV�ZLWK�OLPLWHG�FDSDFLWLHV�FRPH�LQWR�WKH�VHFWRU��2QH�RI�WKHUHVSRQGHQWV�DOVR�PHQWLRQHG�WKDW�RIWHQ�FKHDS�ODERU�IURP�FRXQWULHV�OLNH�&]HFK��+XQJDU\�DQG3RODQG�LV�KLUHG�DQG�WKDW�WKLV�LV�QRW�JRRG�IRU�WKH�QDWLRQDO�,:7�ODERU�PDUNHW�
��3RWHQWLDO�HQWUDQWV
7KHUH�DUH�VHYHUDO�IDFWRUV�WKDW�GHWHUPLQH�LI�LW�LV�HDV\�WR�HQWHU�D�PDUNHW�(FRQRPLHV�RI�VFDOH��QXPEHU�RI�VKLSV�� EHFDXVH�WKH�PDMRULW\�RI�WKH�,:7�HQWHUSULVHV�DUH�RQH�VKLS�HQWHUSULVHV��HFRQRPLHV�RI�VFDOH�DUH�QRW�D�UHVWULFWLRQ�WR�SRWHQWLDO�RQH�VKLS�HQWUDQWV�%HVLGHV��EHLQJ�ODUJH�LV�QRW�DOZD\V�DQ�DGYDQWDJH�UHODWLYH�WR�SRWHQWLDO�HQWUDQWV��,Q�WLPHV�ZKHQWKH�ORDGLQJ�FDSDFLW\�FDQ�QRW�EH�IXOO\�XWLOL]HG��DQG�WKHVH�VLWXDWLRQV�KDSSHQ�PRUH�DQG�PRUHRIWHQ���ELJ�VKLSV�DUH�FRQIURQWHG�ZLWK�ORZHU�HDUQLQJV�ZKLOH�KDYLQJ�KLJKHU�IL[HG�FRVWV�3URGXFW�GLIIHUHQWLDWLRQ� JHQHUDOO\�VSHDNLQJ�,:7�LV�D�KRPRJHQHRXV�SURGXFW��&XUUHQW�RQH�VKLSHQWHUSULVHV�GR�KDYH�OLWWOH�RSSRUWXQLWLHV�WR�EXLOG�XS�FXVWRPHU�OR\DOWLHV�RU�DQ�RZQ�EUDQG��2QHZD\�RI�GLIIHUHQWLDWLQJ�LV�WR�LQVWDOO�D�FUDQH�RQ�WKH�VKLS�WR�ORDG�DQG�XQORDG�LW��%XW�WKH�EHVW�ZD\RI�GLIIHUHQWLDWLQJ�LV�WR�EH�UHOLDEOH�DQG�KRQHVW��,I�RQH�LV�NQRZQ�IRU�WKLV�KH�KDV�DQ�DGYDQWDJH�$FFHVV�WR�GLVWULEXWLRQ�FKDQQHOV��FOLHQWV� LQ�SULQFLSOH�LW�LV�HDV\�IRU�HYHU\ERG\�WR�JHW�IUHLJKW�2QO\�IRU�D�QHZFRPHU�LW�ZLOO�EH�XQFHUWDLQ�ZKLFK�VKLSSHUV�DUH�UHOLDEOH�DQG�KDYH�HQRXJK�ZRUN�$�QHZFRPHU�DOPRVW�DOZD\V�KDV�H[SHULHQFH�LQ�WKH�,:7�VHFWRU�OLNH�D�IRUPHU�HPSOR\HH�RI�D�VKLSRI�DQRWKHU�SHUVRQ�DQG�DV�D�UHVXOW�KH�NQRZV�WKH�EXVLQHVV�WR�D�FHUWDLQ�H[WHQW�&RVW�GLVDGYDQWDJHV�LQGHSHQGHQW�RI�VFDOH� HYHU\�\HDU�RI�H[SHULHQFH�LQ�WKH�,:7�VHFWRU�LV�RQHH[WUD�\HDU�RI�NQRZOHGJH��$�EDUJHPDQ�ZKR�KDV�D�ORW�RI�H[SHULHQFH�FDQ�H�J��DQWLFLSDWH�IDVWHU�WRFHUWDLQ�GHYHORSPHQWV�WKDW�D�QHZFRPHU��,I�D�EDUJHPDQ�FDQ�JHW�D�EDG�SULFH�IRU�WKH�RXWZDUGMRXUQH\�EXW�KH�NQRZV�WKDW�WKHUH�LV�IUHLJKW�IRU�WKH�UHWXUQ�MRXUQH\�IRU�ZKLFK�KH�FDQ�JHW�D�JRRGSULFH��QRW�HYHU\ERG\�NQRZV�WKLV��KH�ZLOO�GR�LW�$QG��LW�LV�DOVR�D�PDWWHU�RI�NQRZLQJ�WKH�EHVW�QDYLJDWLRQ�URXWHV�LQ�WKH�GLIIHUHQW�VHDVRQV��,I�RQHGRHV�QRW�KDV�H[SHULHQFH�LQ�WKH�VHFWRU�LW�LV�SUREDEOH�KH�ZLOO�EH�LQIOXHQFHG�TXLFNO\�E\�D�VKLSSHURU�LQWHUPHGLDWH�ZKR�RIWHQ�UHSUHVHQW�WKH�SK\VLFDO�VLWXDWLRQ�EHWWHU�WKDQ�LW�DFWXDOO\�LV�*RYHUQPHQW�SROLF\� DW�WKH�PRPHQW�HQWHULQJ�WKH�PDUNHW�LV�UHODWLYHO\�HDV\��%HLQJ�D�EDUJHPDQ�LVD�IUHH�DFFHVVLEOH�SURIHVVLRQ��7KHUH�DUH�QR�HVWDEOLVKPHQW�UHTXLUHPHQWV��(YHU\ERG\�ZKRKDV�LWV�FHUWLILFDWH�RI�SURILFLHQF\�DQG�D�JRRG�FRPSDQ\�SODQ�FDQ�VWDUW�DV�D�EDUJHPDQ�)RUPHUO\�WKLV�ZDV�GLIIHUHQW��3RODN��������



��
,Q�WKH�ZHVWHUQ�(XURSHDQ�FRXQWULHV�WKHUH�H[LVWHG��DQG�VWLOO�WKHUH�LV��D�GLVSURSRUWLRQDOLW\EHWZHHQ�VXSSO\�DQG�GHPDQG�IRU�VHYHUDO�GHFDGHV��$V�D�UHVXOW�,:7�ZDV�UHJXODWHG�DQG�DUHVWULFWLRQ�WR�HQWU\�WR�WKH�LQGXVWU\�ZDV�LQWURGXFHG�(DVWHUQ�(XURSHDQ�EDUJHPHQ� VR�IDU�µSRWHQWLDO�HQWUDQWV¶�DUH�RQO\�FRQVLGHUHG�DV�QHZFRPHUV�LQ�DVHQVH�WKDW�WKH\�GR�QRW�KDYH�PXFK�H[SHULHQFH�\HW�LQ�WKH�,:7�VHFWRU��%XW��D�QHZ�HQWUDQW�WR�WKH5KLQH�PDUNHW�FDQ�DOVR�FRPH�IURP�DQRWKHU�JHRJUDSKLFDO�PDUNHW��(DVWHUQ�(XURSHDQ�EDUJHPHQWKDW�RULJLQDOO\�RSHUDWH�RQ�WKH�'DQXEH�PDUNHW�DUH�VXFK�HQWUDQWV�&DSLWDO��FDSLWDO�UHTXLUHPHQWV�WR�VWDUW�DQ�,:7�HQWHUSULVH�DUH�VDLG�QRW�WR�EH�YHU\�GHPDQGLQJ�,W�LV�VDLG�WKDW�IRU�VRPHRQH�IURP�RXWVLGH�RI�WKH�,:7�VHFWRU�ZLWK�D�FHUWDLQ�DPRXQW�RI�PRQH\ZKR�FDQ�SURYH�WKDW�KH�FDQ�GHDO�ZLWK�PRQH\�LW�LV�QRW�YHU\�GLIILFXOW�WR�HQWHU�WKH�PDUNHW��)RUDERXW��������WR��������(85�RI�ZKLFK��������WR��������(85�LV�HTXLW\�FDSLWDO�RQH�FDQ�DOUHDG\EX\�D�µ6SLWV¶��D�VPDOO�VKLS��
��6XEVWLWXWHV
6XEVWLWXWHV�FDQ�EH�GHVFULEHG�DV�RWKHU�SURGXFWV�WKDW�FDQ�SHUIRUP�WKH�VDPH�IXQFWLRQ�DV�WKHSURGXFW�RI�WKH�LQGXVWU\��3RUWHU��0�(����������,Q�WKLV�FDVH�WKH�SURGXFW�LV�,:7��6R��VXEVWLWXWHSURGXFWV�RI�,:7�DUH�RWKHU�PRGHV��PDLQO\�URDG�DQG�UDLO�WUDQVSRUW�DQG��WR�D�OHVVHU�H[WHQW�VPDOOVHD�VKLSV��7KHUH�DUH�VHYHUDO�IRUFHV�WKDW�FDQ�LQIOXHQFH�WKH�FRPSHWLWLYH�SRVLWLRQ�RI�,:7�UHODWLYHWR�WKH�RWKHU�PRGHV�
����)RUFHV�WKDW�LQIOXHQFH�WKH�FRPSHWLWLYH�SRVLWLRQ�RI�,:7
7KH�FKRLFH�RI�D�VKLSSHU�WR�XVH�D�FHUWDLQ��FRPELQDWLRQ�RI��PRGH�V��GHSHQGV�RQ�GLIIHUHQWDVSHFWV��7KH�IROORZLQJ�IRXU�DUH�UHSHDWHGO\�FLWHG�DV�EHLQJ�LPSRUWDQW��FRVW��WLPH��SUHYHQWLRQ�RIGDPDJH��DQG�UHOLDELOLW\��.RQLQJV��5���HW�DO����������%&,��HW�DO���������DOVR�PHQWLRQ�IOH[LELOLW\DV�EHLQJ�RQH�RI�WKH�PRVW�LPSRUWDQW�IDFWRUV�+RZHYHU�LQ�SUDFWLFH�VKLSSHUV�DOVR�VHOHFW�WKHLU�FKRLFH�RQ�VXEMHFWLYH�FULWHULD��WUDGLWLRQ�H[SHULHQFH�DQG�UHFRPPHQGDWLRQ��ZLWKRXW�KDYLQJ�VXIILFLHQW�NQRZOHGJH�DERXW�DOWHUQDWLYHV�EHFDXVH�LQ�JHQHUDO�WUDQVSRUW�PDUNHWV�DUH�QRW�YHU\�WUDQVSDUHQW��%&,�HW�DO���������,:7¶V�DGYDQWDJHV�RYHU�WKH�RWKHU�PRGHV�DUH�RQ�WKH�DUHD�RI�YHVVHO�VL]H��EDVLF�UHOLDELOLW\�DQGVDIHW\�



��
,:7�ZLOO�EH�EHWWHU�DEOH�WR�FRPSHWH�ZLWK�WKH�RWKHU�PRGHV�LI�WKH�IROORZLQJ�IDFWRUV�FDQ�EHLPSURYHG��%&,��HW�DO���������� VXIILFLHQW�LQIUDVWUXFWXUH�FRQGLWLRQV� WHFKQLFDO�DGDSWDWLRQ�RI�YHVVHOV�DQG�LQIUDVWUXFWXUH��LQFOXGLQJ�WUDQVVKLSPHQW�� EHWWHU�FRPPXQLFDWLRQ�WHFKQLTXHV� WKH�GLVFRYHU\�DQG�GHYHORSPHQW�RI�QLFKH�PDUNHWV� UHIRUPLQJ�WKH�DUUDQJHPHQWV�QHHGHG�WR�FRQVWUXFW�ORJLVWLF�FKDLQV�DW�ORZHU�RYHUDOO�FRVWV
����7KH�SRVLWLRQ�RI�,:7
7KH�IROORZLQJ�WDEOH�VKRZV�ZKDW�WKH�SRVLWLRQ�RI�,:7�LV�FRPSDUHG�WR�LWV�VXEVWLWXWHV�LQ�WKH5KLQH�FRXQWULHV��WKH�1HWKHUODQGV��*HUPDQ\��%HOJLXP��/X[HPERXUJ��)UDQFH�DQG�6ZLW]HUODQG��
7DEOH����JRRGV�WUDQVSRUWHG�LQ�WRQ�NLORPHWHU�LQ�WKH�5KLQH�FRXQWULHV�E\�GLIIHUHQW�PRGHV<HDU ,:7 5RDG 5DLO 7RWDO���� ������� ������ ������� ������ ������� ������ ����������� ������� ������ ������� ������ ������� ������ ����������� ������� ������ ������� ������ ������� ������ ����������� ������� ������ ������� ������ ������� ������ ����������� ������� ������ ������� ������ ������� ������ ����������� ������� ������ ������� ������ ������� ������ �������6RXUFH�KWWS���HSS�HXURVWDW�FHF�HX�LQW�SRUWDO�SDJH"BSDJHLG ������������������B��������	BGDG SRUWDO	BVFKHPD 3257$/
,W�DSSHDUV�WKDW�LQ�WKH�5KLQH�FRXQWULHV�,:7�ORVW�PDUNHW�VKDUH�EHWZHHQ������DQG������
����%UHDN�HYHQ�SRLQWV
)RU�WUDQVSRUW�IURP�$�WR�%�RYHU�VKRUW�GLVWDQFHV�URDG�WUDQVSRUW�LV�RIWHQ�WKH�FKHDSHVW�RSWLRQ��%XWLI�ORDGLQJ�DQG�XQORDGLQJ�VLWHV�DUH�FORVH�WR�WKH�ZDWHU��D�FRPELQDWLRQ�RI�URDG�WUDQVSRUW�DQG�,:7RIWHQ�LV�WKH�FKHDSHVW�VROXWLRQ��%&,�HW�DO���������5RDG�WUDQVSRUW�LV�UHTXLUHG�LQ�D�WUDQVSRUW�FKDLQ�IRU�SUH�KDXO�DQG�HQG�KDXO��,Q�FRPELQHGWUDQVSRUW��UDLO�URDG�RU�,:7�URDG���WR�GHWHUPLQH�ZKDW�PRGH�RI�WUDQVSRUW�LV�FKHDSHU�EUHDN�HYHQSRLQWV�DUH�DVVXPHG��7KHVH�SRLQWV�GHWHUPLQH�D�QDWXUDO�PDUNHW�IRU�WKH�PRGHV��7KLV�LV�VKRZQ�LQILJXUH���



��
)LJXUH����EUHDN�HYHQ�GLVWDQFHV�IRU�WUDQVSRUW�RI�PDULWLPH�FRQWDLQHUV�E\�URDG��UDLO�DQG�,:7�

6RXUFH��,152�712��������LQ��GH�:LW�HQ�YDQ�*HQW�������
7KH�EUHDN�HYHQ�SRLQWV�OLH�DW�����DQG�����NLORPHWHU��)RU�,:7�DQG�UDLO�WUDQVSRUW�WKHWUDQVVKLSPHQW�FRVWV�DQG�SUH��DQG�HQG�KDXO�FRVWV�DUH�QRW�LQFOXGHG��6R��LI�WKHVH�FRVWV�DUH�DOVRLQFOXGHG�WKH�EUHDN�HYHQ�GLVWDQFHV�ZLOO�EH�KLJKHU��6HFRQG��UDLO�URDG�RU�,:7�URDG�WUDQVSRUW�FDQRQO\�EH�FRPSHWLWLYH�UHODWLYH�WR�URDG�WUDQVSRUW�LI�WKHUH�LV�FDUJR�IRU�WKH�UHWXUQ�WULS��)LQGLQJFDUJR�IRU�WKH�UHWXUQ�WULS�FDQ�EH�KDUG�FRQVLGHULQJ�WKH�IDFW�WKDW�WKH�UHWXUQ�FDUJR�KDV�WR�EH�IRXQGLQ�WKH�VHUYLFH�DUHD�RI�WKH�LQODQG�WHUPLQDO��GH�:LW�HQ�YDQ�*HQW��������
%&,�HW�DO���������IRXQG�WKDW�WKH�DYHUDJH�GLVWDQFH�RI�GRPHVWLF�DQG�LQWHUQDWLRQDO�,:7�ZLWKLQWKH�IRUPHU����(8�PHPEHU�VWDWHV�LV�DSSUR[LPDWHO\�����NLORPHWHUV��)RU�UDLO�WKLV�LV�RQO\�VOLJKWO\ORZHU�ZLWK�����NLORPHWHUV�DQG�WKH�DYHUDJH�URDG�WUXFNLQJ�GLVWDQFH�LV�FRQVLGHUDEOH�ORZHU�����NLORPHWHUV��7KH�GLVWDQFH�IRU�,:7�FRUUHVSRQGV�TXLWH�ZHOO�ZLWK�WKH�HVWLPDWLRQ�PDGH�E\�'LQJVHW�DO����������,Q�+DUPV�DQG�:LOOLJHUV���������'LQJV�HW�DO���������PHQWLRQ�WKDW�,:7�LVSURILWDEOH�IURP�����NLORPHWHUV�
%&,�HW�DO���������PDGH�VRPH�FRPSDULVRQV�IRU�GLIIHUHQW�W\SHV�RI�WUDQVSRUW�RYHU�GLIIHUHQWGLVWDQFHV��)RU�WUDQVSRUW�RI�FRQWDLQHUV�IURP�5RWWHUGDP�WR�+HLGHOEHUJ��DERXW�����NLORPHWHUV�WKH�IROORZLQJ�WDEOH�ZDV�FRQVWUXFWHG�
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��
7DEOH����FRVW�DQDO\VLV�RI�PRGDO�DOWHUQDWLYHV��LQ�(85�

6RXUFH��1($��������LQ�%&,�HW�DO��������
7KH�,:7�VROXWLRQ�LV�����FKHDSHU�WKDQ�UDLO�DQG�����FKHDSHU�WKDQ�GLUHFW�URDG�WUDQVSRUW��:KHQWKH�FRVWV�DUH�FRPSDUHG�ZLWK�WKH�WLPH�SHUIRUPDQFH�RI�WKH�YDULRXV�PRGHV��ILJXUH���FDQ�EHFRQVWUXFWHG��,W�FDQ�EH�VHHQ�WKH�JRRG�SRVLWLRQ�RI�,:7�LV�QHJDWLYHO\�DIIHFWHG�E\�WKH�FRVW�DQGZDLWLQJ�WLPHV�RI�WKH�SURFHVVHV�DW�WKH�LQODQG�WHUPLQDO�DQG�WKH�HQG�KDXODJH�E\�URDG�
)LJXUH����PRGDO�FRPSDULVRQ�IRU�RQH�FRQWDLQHU�IURP�5RWWHUGDP�WR�+HLGHOEHUJ����

6RXUFH��%&,�HW�DO�������
7KH�MRXUQH\�FDQ�DOVR�EH�GLVSOD\HG�RWKHUZLVH��7KHUHIRUH�LW�LV�DVVXPHG�WKDW�WKH�ODVW���NLORPHWHUV�KDYH�WR�EH�WUDQVSRUWHG�E\�URDG��IRU�WKH�UDLO�DQG�,:7�DOWHUQDWLYH���)RU�WKH�UDLO�DQG,:7�DOWHUQDWLYHV�FRVWV�ULVH�HQRUPRXVO\�IRU�WKH�ODVW����NLORPHWHUV�ZKHQ�WUDQVVKLSPHQW�DQGHQG�KDXODJH�DUH�QHFHVVDU\�WR�GHOLYHU�WKH�FDUJR�WR�LWV�GHVWLQDWLRQ��&RPSDUH�ILJXUH���ZLWK�ILJXUH��WR�QRWH�WKH�GLIIHUHQFH�LI�WUDQVVKLSPHQW�DQG�HQG�KDXO�FRVWV�DUH�LQFOXGHG�



��
)LJXUH����PRGDO�FRPSDULVRQ�IRU�RQH�FRQWDLQHU�IURP�5RWWHUGDP�WR�+HLGHOEHUJ����

)RU�FRQWDLQHU�WUDQVSRUW��FRPSDUHG�WR�URDG�WUDQVSRUW��,:7�FDQ�RIIHU�D�FRQVLGHUDEOH�ORZHU�WDULIISHU�7(8�WUDQVSRUWHG��7KH�OLPLWLQJ�IDFWRU�KRZHYHU��LV�WKH�GLVWDQFH�EHWZHHQ�WKH�LQODQG�WHUPLQDODQG�WKH�GHVWLQDWLRQ�RU�ORDGLQJ�SODFH��7KH�PD[LPXP�GLVWDQFH�LV����NLORPHWHU�LQ�WKH1HWKHUODQGV��,V�WKH�WHUPLQDO�VLWXDWHG�IXUWKHU�IURP�WKH�FDUJR��WKHQ�LW�FDQ�RQO\�UXQ�SURILWDEOHZLWK�WUDQVVKLSPHQW�YROXPHV�RI�PRUH�WKDQ��������7(8�D�\HDU��,Q�*HUPDQ\�WKLV�GLVWDQFH�LVODUJHU��7KHUH�D�UDGLXV�RI����NLORPHWHU�LV�VWLOO�FRVW�HIIHFWLYH��,QIRUPDWLH�%LQQHQYDDUW���������,WPD\�EH�WKH�FDVH�WKDW�WKH�DYHUDJH�VHUYLFH�DUHD�LQ�*HUPDQ\�LV�PXFK�ODUJHU�WKDQ�LQ�7KH1HWKHUODQGV�DQG�WKDW�WKHUHIRUH�D�ODUJHU�UDGLXV�LV�VWLOO�FRVW�HIIHFWLYH�LQ�*HUPDQ\�
��7UDQVSRUW�QRGHV
$V�LV�DOUHDG\�VDLG�LQ�WKH�LQWURGXFWLRQ��WUDQVSRUW�QRGHV�IXQFWLRQ�DV�WUDQVVKLSPHQW�SRLQWV�LQ�WKHWUDQVSRUW�FKDLQ��)RU�WKH�,:7�VHFWRU�WKH�SRUW�RI�5RWWHUGDP�DQG�LQODQG�WHUPLQDOV�VXFK�QRGHV�
����7KH�SRUW�RI�5RWWHUGDP�DQG�,:7
,Q�WKH�SRUW�RI�5RWWHUGDP�D�ORW�RI�WUDQVVKLSPHQW�WDNHV�SODFH�EHWZHHQ�GLIIHUHQW�PRGHV�7KHUHIRUH�LW�FDQ�EH�VDLG�WKDW�WKH�SRUW�RI�5RWWHUGDP�HQDEOHV�WUDQVSRUW�PRGHV�WR�VHUYH�DVFRPSOHPHQWV�RI�HDFK�RWKHU�DQG�WKXV�DOVR�RI�,:7�7KH�VKDUH�RI�KDXODJH�RI�JRRGV�IRU�,:7�WR�WKH�ODQG�VLGH�LV�DERXW�����FRPSDUHG�WR�WKH�RWKHUPRGHV�
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$ERXW�����RI�WKH�,:7�WR�DQG�IURP�WKH�SRUW�FRQFHUQV�GU\�EXON�FDUJR�DQG�DERXW�����LV�OLTXLGEXON��%XW�QRW�RQO\�IRU�EXON�JRRGV�,:7�LV�D�VXLWDEOH�PRGH�RI�WUDQVSRUW�IRU�KDXODJH�RXW�RI�WKHSRUW�RI�5RWWHUGDP��,QODQG�VKLSV�WUDQVSRUW�RYHU�����RI�DOO�FRQWDLQHUV�LQ�WKH�SRUW�RI�5RWWHUGDP�3RUW�RI�5RWWHUGDP���������7R�VWUHVV�WKH�SRVLWLRQ�RI�,:7�LQ�WKH�3RUW�RI�5RWWHUGDP��WDEOH���FDQEH�SUHVHQWHG�
7DEOH����KDXO�IURP�DQG�WR�WKH�SRUW�RI�5RWWHUGDP�LQ�������[������WRQV����� 7RWDO 6HD 5LYHU 5RDG 5DLO 3LSHOLQH8QORDGHG ������� ������� ������ ����� ����� �/RDGHG ������� ������ ������ ����� ������ ������6RXUFH��KWWS���ZZZ�SRUWRIURWWHUGDP�FRP�1/�
,W�FDQ�EH�VHHQ�WKDW�WKH�DPRXQW�RI�WRQV�ORDGHG�LQWR�,:7�VKLSV�LQ�WKH�SRUW�RI�5RWWHUGDP�LV�DERXWIRXU�WLPHV�WKH�DPRXQW�RI�WRQV�XQORDGHG�DW�WKH�SRUW��7KLV�LPSOLHV�D�ODUJH�LPEDODQFH�LQ�WKHLQJRLQJ�DQG�RXWJRLQJ�WUDQVSRUW�IORZV��,W�FDQ�EH�UHDVRQHG�WKHQ�WKDW�LQODQG�VKLSV�KDYH�WRQDYLJDWH�WR�5RWWHUGDP�ZLWK�HPSW\�FDUJR�VSDFH�DQG�FRQWDLQHUV�VRPHWLPHV�,W�LV�DOVR�REVHUYHG�WKDW�WKH�RXWJRLQJ�IORZ�RI�LQODQG�VKLSV�LV�ODUJHU�WKDQ�WKDW�RI�PDULWLPH�VKLSV�$ERXW�����RI�DOO�RXWJRLQJ�WUDQVSRUW�LV�GRQH�E\�LQODQG�VKLSV��7KH�UROH�RI�,:7�LQ�WKH�VXSSO\�RIFDUJR�WR�WKH�SRUW�RI�5RWWHUGDP�LV�PRGHVW�ZLWK�DERXW����
,W�LV�LQWHUHVWLQJ�WR�VD\�VRPHWKLQJ�DERXW�WKH�GHSHQGHQF\�RI�,:7�RQ�VHD�WUDQVSRUW��7KHUHIRUH�ZHVKRXOG�ILQG�RXW�KRZ�PDQ\�WRQV�IURP�LQFRPLQJ�VHD�YHVVHOV�LQWR�WKH�SRUW�DUH�WUDQVVKLSSHG�LQWRLQODQG�YHVVHOV��%XW�LW�WXUQHG�RXW�WKDW�WKHVH�ILJXUHV�GR�QRW�H[LVW��$�VHFRQG�EHVW�LQGLFDWRU�ZDVDYDLODEOH�,I�WKH�DPRXQW�RI�WRQV�WUDQVSRUWHG�E\�,:7�IURP�WKH�SRUW�RI�5RWWHUGDP�WR�D�FHUWDLQ�GHVWLQDWLRQLV�FRPSDUHG�ZLWK�WKH�WRWDO�DPRXQW�RI�,:7�WKDW�KDV�LWV�ORDGLQJ�SODFH�LQ�7KH�1HWKHUODQGV�DQGLWV�XQORDGLQJ�SODFH�LQ�7KH�1HWKHUODQGV�RU�DEURDG��ZH�FDQ�VD\�VRPHWKLQJ�DERXW�WKH�LPSRUWDQFHRI�WKH�SRUW�RI�5RWWHUGDP�IRU�,:7��,Q������WRWDO�,:7�ZLWK�LWV�SODFH�RI�ORDGLQJ�LQ�7KH1HWKHUODQGV�DQG�SODFH�RI�XQORDGLQJ�ZLWKLQ�RU�RXWVLGH�7KH�1HWKHUODQGV�ZDV�������������WRQV�&%6���������7KH�,:7�FDUJR�IORZ�IURP�WKH�SRUW�RI�5RWWHUGDP�WR�WKH�KLQWHUODQG�ZDV�����������WRQV�7KXV��IRU�DERXW�����,:7�ZLWK�LWV�ORDGLQJ�SODFH�LQ�7KH�1HWKHUODQGV�DQG�LWV�GHVWLQDWLRQDQ\ZKHUH�HOVH�FDQ�EH�UHODWHG�WR�WKH�SRUW�RI�5RWWHUGDP�LQ������



��
����,QODQG�WHUPLQDOV
:KLOH�LQ�WKH�SRUW�RI�5RWWHUGDP�DOO�NLQGV�RI�FDUJR��GU\��OLTXLG��JHQHUDO�DQG�FRQWDLQHUV��DUHEHLQJ�KDQGOHG��LQODQG�WHUPLQDOV�DUH�DOPRVW�H[FOXVLYHO\�HTXLSSHG�WR�KDQGOH�FRQWDLQHUV��,QODQGWHUPLQDOV�IRUP�WKH�SK\VLFDO�DQG�LQIRUPDWLYH�FRQQHFWLRQ�EHWZHHQ�GLIIHUHQW�SDUWLHV�LQ�WKHWUDQVSRUW�FKDLQ��7KH�IXQFWLRQLQJ�RI�WKH�LQODQG�WHUPLQDOV�LV�RI�JUHDW�LQWHUHVW�RI�WKH�ORJLVWLFDOHIILFLHQF\�RI�,:7�IRU�FRQWDLQHUV��7KH�HVWDEOLVKPHQW�RI�LQODQG�WHUPLQDOV�LV�TXLWH�D�QHZGHYHORSPHQW�DQG�WKH�DLP�RI�WKH�,:7�VHFWRU�IRU�FRQWDLQHUV�LV�WR�HVWDEOLVK�D�QHWZRUN�RI�LQODQGWHUPLQDOV��7KHQ��ZLWKLQ�WKLV�QHWZRUN�VHUYLFHV�RI�GLIIHUHQW�RSHUDWRUV�FDQ�EH�DGMXVWHG�DQG�FDUJRIORZV�FDQ�EH�FRPELQHG��,W�LV�WKRXJKW�WKDW�ZLWKLQ�D�FHUWDLQ�WLPH�VSDQ�,:7�FDQ�SOD\�DQLPSRUWDQW�UROH�LQ�WKH�GLVWULEXWLRQ�RI�JRRGV�IURP�DQG�WR�PXOWL�PRGDO�GLVWULEXWLRQ�FHQWHUV�DW�WKHHGJH�RI�WKH�FLWLHV��$	6��������
��7KH�JRYHUQPHQW
7KH�JRYHUQPHQW��QDWLRQDO�DQG�(XURSHDQ�8QLRQ��DOVR�SOD\V�D�FUXFLDO�UROH�LQ�WKH�ILHOG�RI�IRUFHVWKDW�KDYH�LPSDFW�RQ�WKH�,:7�PDUNHW�,Q�WKH�SDVW�WKH�JRYHUQPHQW�UHJXODWHG�WKH�PDUNHW��XQWLO������LQ�WKH�1HWKHUODQGV�DQG�XQWLO�����LQ�WKH�(8���%HVLGHV�WKLV�WKH�JRYHUQPHQW�SURYLGHV�WKH�LQIUDVWUXFWXUH�IRU�WKH�,:7�VHFWRU�DQG�LWVHWV�OHJLVODWLRQ�DQG�HQYLURQPHQWDO�VWDQGDUGV�
����,QIUDVWUXFWXUH
,Q�WKH�(XURSHDQ�FRQWH[W�WKH�&(07�GLYLVLRQ�LV�DSSOLHG�IRU�WKH�GLYLVLRQ�RI�ZDWHUZD\V�LQWRFDWHJRULHV�7KLV�GLYLVLRQ�LV�EDVHG�RQ�WKH�FDSDFLW\�RI�WKH�ZDWHUZD\V�IRUPHG�E\�WKH�&RQIHUHQFH�RI�WKH(XURSHDQ�0LQLVWHUV�RI�7UDIILF�LQ�3DULV��������VHH�WDEOH�����



��
7DEOH�����GLPHQVLRQV�RI�VKLSV�DQG�ZDWHUZD\V6HOI�SURSHOOHG�VKLSV&ODVV 7RQQDJH /HQJWK�P :LGWK�P 'UDXJKW, ��� ����� [ ���� [ ����,, ��� ����� [ ���� [ ����,,, ����� ����� [ ���� [ ����,9 ����� ����� [ ���� [ ����9D ����� ������ [ ����� [ ����9LE ����� ������ [ ����� [ ����7XJ�ERDWV %DUJHV,9 ����� ����� [ ���� [ ���� �9D ����� ������ [ ����� [ ���� �9E ����� ������ [ ����� [ ���� �9LD ����� ������ [ ����� [ ���� �9LE ������ ������ [ ����� [ ���� �9LF ������ ������ [ ����� [ ���� �9LF ������ ������ [ ����� [ ���� �6RXUFH��$	6�������
7KH�:DDO��WKH�'XWFK�SDUW�RI�WKH�5KLQH��LV�WKH�FRQQHFWLRQ�WR�WKH�*HUPDQ�LQODQG�ZDWHUZD\QHWZRUN��7RWDO�OHQJWK�RI�WKH�QDYLJDEOH�ZDWHUZD\�QHWZRUN�IRU�VKLSV�RQ�WKH�ULYHU�5KLQH�LV�DERXW����NLORPHWHU��WRWDO�OHQJWK�RI�WKH�5KLQH�LV������NLORPHWHU���%\�WKLV�URXWH��FDUJR�LV�WUDQVSRUWHGEHWZHHQ�WKH�SRUWV�RI�5RWWHUGDP�DQG�$QWZHUS�DQG�WKH�SRUWV�DQG�LQODQG�WHUPLQDOV�VLWXDWHG�DORQJWKH�5KLQH�DQG�LWV�WULEXWDULHV��7KH�PDLQ�WULEXWDULHV�RI�WKH�5KLQH�DUH�WKH�1HFNDU������NLORPHWHU��WKH�0RH]HO������NLORPHWHU��DQG�WKH�0DLQ������NLORPHWHU��,Q�ILJXUH���WKH�GLIIHUHQW�WHUPLQDOV�WKDW�EHORQJ�WR�WKH�5KLQH�QDYLJDWLRQ�V\VWHP�DUH�VKRZQ�
)LJXUH����VFKHPDWLF�UHSUHVHQWDWLRQ�RI�WKH�5KLQH�QDYLJDWLRQ�DUHD

6RXUFH��$	6������



��
����3ROLF\�RQ�,:7
,:7�UHJXODWLRQV�IRU�WKH�5KLQH�PDUNHW�DUH�ODUJHO\�GHWHUPLQHG�E\�WKRVH�LVVXHG�E\�WKH�&&5�UHVXOWLQJ�IURP�WKH�7UHDW\�RI�0DQQKHLP��DQG�(8�OHJLVODWLRQ��PDLQO\�LQ�WKH�IRUP�RI�'LUHFWLYHVUHTXLULQJ�WR�EH�LPSOHPHQWHG�E\�QDWLRQDO�PHDVXUHV��%&,��HW�DO����������%HVLGHV�WKHVH�VRXUFHV�IRU�HDFK�FRXQWU\�WKH�QDWLRQDO�SROLF\�RQ�,:7�LV�GHWHUPLQLQJ�
7KH�PDLQ�SULQFLSOHV�WKDW�RULJLQDWH�IRUP�WKH�7UHDW\�RI�0DQQKHLP�FRQFHUQ��&&5��������x IUHHGRP�RI�QDYLJDWLRQ�x HTXDO�WUHDWPHQW�RI�DOO�ERDWVPHQ�DQG�IOHHWV�x H[HPSWLRQ�IURP�QDYLJDWLRQ�GXWLHV�x VLPSOLILFDWLRQ�RI�FXVWRPV�FOHDUDQFH�x REOLJDWLRQ�RI�PHPEHU�VWDWHV�WR�PDLQWDLQ�WKH�ZDWHUZD\�x XQLIRUP�UHJXODWLRQV�IRU�WKH�VDIHW\�RI�YHVVHOV�DQG�QDYLJDWLRQ�x XQLIRUP�MXULVGLFWLRQ�LQ�QDYLJDWLRQ�DIIDLUV�x QDYLJDWLRQ�FRXUWV�IRU�WKH�5KLQH�x &HQWUDO�&RPPLVVLRQ�WR�VXSHUYLVH�WKH�SULQFLSOHV�RI�WKH�&RQYHQWLRQ�
7KH�(8�OHJLVODWLRQ�LV�SRLQWHG�DW�WKH�IXQFWLRQLQJ�RI�WKH�PDUNHW��DFFHVV�WR�WKH�SURIHVVLRQ�DQGVDIHW\�DQG�WHFKQLFDO�UHTXLUHPHQWV��(8��������
����(QYLURQPHQW��VDIHW\�DQG�HPLVVLRQV
,Q�WKH�5KLQH�DUHD��D�ODUJH�SURSRUWLRQ�RI�GDQJHURXV�JRRGV��PRVWO\�FKHPLFDOV�DQG�IXHOV��LVWUDQVSRUWHG�RQ�WKH�ZDWHUZD\V��,:7¶V�VDIHW\�UHFRUG�IRU�WUDQVSRUWLQJ�WKHVH�JRRGV�E\�EDUJH�LVVDLG�WR�EH�H[FHOOHQW��'RXEOH�KXOOV�KDYH�EHHQ�LQWURGXFHG��VRSKLVWLFDWHG�PRQLWRULQJ�V\VWHPV�SXWLQ�SODFH��DQG�SURIHVVLRQDO�VDIHW\�WUDLQLQJ�SURJUDPV�LPSOHPHQWHG��5XOHV�DQG�UHJXODWLRQV�IRUWUDQVSRUWLQJ�KD]DUGRXV�FDUJRHV�KDYH�EHHQ�UDLVHG�WR�LQWHUQDWLRQDO�VWDQGDUGV��1('(&2��������%XW��WKH�,:7�VHFWRU�GRHV�QRW�RQO\�KDYH�DQ�DGYDQWDJH�RQ�WKH�DUHD�RI�SURWHFWLRQ�RI�WKHHQYLURQPHQW��&RPSDUHG�WR�URDG�WUDQVSRUW�,:7�DOVR�KDV�DGYDQWDJHV�RQ�WKH�DUHD�RI�HQHUJ\�XVH�HPLVVLRQ�RXW�RI�IXHO�XVH��QRLVH�DQG�XVH�RI�VSDFH��7KH�PDMRULW\�RI�WKHVH�DGYDQWDJHV�ZLOO�KROGIRU�WKH�IXWXUH��+RZHYHU��WKH�DGYDQWDJH�RQ�WKH�DUHD�RI�HPLVVLRQV�ZLOO�GHFUHDVH�GXH�WR�IDVWHQYLURQPHQWDO�WHFKQLFDO�LQQRYDWLRQ�LQ�WKH�URDG�WUDQVSRUW�VHFWRU�



��
7KH�PDLQ�FDXVH�IRU�WKLV�LV�WKDW�IRU�QHZ�GLHVHO�HQJLQHV�IRU�LQODQG�VKLSV�WKHUH�ZDV�QR�UHJXODWLRQRQ�WKH�DUHD�RI�HPLVVLRQV�XQWLO�������&&5������E���6LQFH������WKHUH�H[LVWV�OHJLVODWLRQ�IRUHPLVVLRQV�IRU�H[KDXVWV��&&5������E���7KH�HQHUJ\�XVH�DQG�HPLVVLRQV�RXW�RI�IXHO�XVH�RI�WKUHHGLIIHUHQW�WUDQVSRUW�PRGHV�DUH�VKRZQ�LQ�WKH�WDEOH�EHORZ�
7DEOH�����HQHUJ\�XVH�DQG�HPLVVLRQV�SHU�WUDQVSRUW�PRGH�LQ�����7UDQVSRUWPRGH 3HUIRUPDQFH�WRQNPV� (QHUJ\�XVH�POQ-��WNP� &2��J��WNP� &2�J��WNP� 1R[�J��WNP� 62��J��WNP� 926�J��WNP�5RDG ���� ��� ��� ���� ���� ����� ����5DLO ��� ��� ���� ���� ���� ����� �����,:7 ���� ��� ���� ���� ���� ����� �����6RXUFH��5,90������
%HVLGHV�WKH�HPLVVLRQ�QRUPV�IRU�IXHO�XVH�WKHUH�DUH�UHJXODWLRQV�RQ�WKH�HPLVVLRQ�RI�JDVVHV�RXW�RIWKH�FDUJR�KROG��OLTXLG�FDUJR�VKLSV���7R�DLU�OHIWRYHUV�IRUP�WKH�FDUJR�KROG�WKHUH�LV�D�YROXQWDU\DJUHHPHQW��&&5������E���)URP���-DQXDU\������LW�ZLOO�EH�IRUELGGHQ�IRU�LQODQG�VKLSV�WR�DLUJDVVHV�
��&RQFOXVLRQ
,Q�WKLV�SDSHU�WKH�,:7�PDUNHW�IRU�WKH�5KLQH�LV�DQDO\]HG�LQ�D�EURDG�SHUVSHFWLYH�XVLQJ�WKH�3RUWHUPRGHO��1RW�RQO\�WKH�,:7�VHFWRU�LWVHOI��EXW�DOVR�WKH�IRUFHV�WKDW�LQIOXHQFH�WKH�VHFWRU�DUH�VWXGLHG�'HYHORSPHQWV�LQ�WKH�EDVLF�LQGXVWULHV�VLWXDWHG�LQ�WKH�5KLQH�EDVLQ�DUH�GHWHUPLQLQJ�IRU�GHPDQGIRU�,:7�IRU�WKH�5KLQH�PDUNHW��6KLSSHUV�IURP�WKHVH�LQGXVWULHV�DUH�RIWHQ�YHU\�ODUJH�DQG�WKH\XVH�LQWHUPHGLDWHV�WR�DUUDQJH�WUDQVSRUW�E\�EDUJH��)RU�WKH�VXSSO\�RI�VHUYLFHV�DQG�SURGXFWV�WR�WKH,:7�VHFWRU�EDUJHPHQ�GR�EXVLQHVV�ZLWK�VPDOOHU�SDUWLHV��:LWK�WKHVH�SDUWLHV�LW�LV�SRVVLEOH�IRUEDUJHPHQ�WR�VKRS�IRU�WKH�FKHDSHVW�SURGXFWV��%DUULHUV�WR�HQWHU�WKH�,:7�VHFWRU�DUH�QRW�VDLG�WR�EHYHU\�KLJK��&DSLWDO�UHTXLUHPHQWV�DUH�UHODWLYHO\�ORZ�DQG�EDUJHPHQ�ZKR�HQWHU�WKH�PDUNHW�XVXDOO\DOUHDG\�KDYH�H[SHULHQFH��$Q�DGYDQWDJH�IRU�,:7�RYHU�URDG�DQG�UDLO�WUDQVSRUW�LV�WKDW�RQ�ORQJGLVWDQFHV�,:7�LV�RIWHQ�WKH�FKHDSHVW�RSWLRQ��+RZHYHU��WKH�RWKHU�VLGH�LV�WKDW�,:7�XVXDOO\�QHHGVPRUH�WLPH�WR�FDUU\�RXW�WKH�WUDQVSRUW��7UDQVSRUW�QRGHV�RIIHU�WKH�RSSRUWXQLW\�WR�,:7�WR�RSHUDWHPRUH�ZLWKLQ�WUDQVSRUW�FKDLQV�ZLWK�RWKHU�WUDQVSRUW�PRGHV��)LQDOO\�WKH�JRYHUQPHQW�LQIOXHQFHV,:7�E\�SURYLGLQJ�LQIUDVWUXFWXUH�DQG�VHWWLQJ�UHJXODWLRQV��6HHLQJ�WKH�SLQSRLQWV�RI�WKH�SROLF\��LWVHHPV�WKH�JRDO�LV�WR�RIIHU�HTXDO�FLUFXPVWDQFHV�WR�HYHU\ERG\�LQ�WKH�PDUNHW�
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