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$6%�&RPPHQWV
$PHULFDQ�$FDGHP\�RI�$FWXDULHV
�����0�6WUHHW�1:��6XLWH����
:DVKLQJWRQ��'&������

5(��3URSRVHG�5HYLVLRQV�WR�$623��

7R�WKH�0HPEHUV�RI�WKH�$FWXDULDO�6WDQGDUGV�%RDUG�

7KH�%RDUG�RI�7UXVWHHV�RI�WKH�2PDKD�6FKRRO�(PSOR\HHV¶�5HWLUHPHQW�6\VWHP��7UXVWHHV�RU�26(56��WKDQNV�
WKH�$FWXDULDO�6WDQGDUGV�%RDUG�IRU�WKLV�RSSRUWXQLW\�WR�FRPPHQW�RQ�WKH�SURSRVHG�UHYLVLRQV�WR�$623�����:H�
UHFRJQL]H�WKHVH�UHYLVLRQV�DUH�URRWHG�LQ�WKH�FRQWH[W�RI�D�SHUFHLYHG�QHHG�IRU�DGGLWLRQDO�JXLGDQFH�IRU�SXEOLF�
UHWLUHPHQW�SODQV�� �$V�D�SXEOLF�SHQVLRQ�SODQ�KDYLQJ�VHUYHG� LWV�PHPEHUVKLS� IRU�RYHU�����\HDUV��ZH�KDYH�
H[SHQGHG�WUHPHQGRXV�HIIRUW�RYHU�WKH�\HDUV�ZRUNLQJ�WRZDUG�HGXFDWLQJ�RXU�PHPEHUV��WKH�SODQ�VSRQVRU��WKH�
1HEUDVND�8QLFDPHUDO�DQG�WKH�JHQHUDO�SXEOLF�DERXW�DSSURSULDWHO\�IXQGLQJ�RXU�UHWLUHPHQW�SODQ��)URP�WKLV�
H[SHULHQFH�ZH�KDYH�VRPH�REVHUYDWLRQV�WKDW�ZH�EHOLHYH�PD\�EH�RI�YDOXH�LQ�KHOSLQJ�WR�VKDSH�$623V�WKDW�FDQ�
EHVW�DGYDQFH��WKH�HGXFDWLRQ�RI�WKH�SXEOLF�RQ�SHQVLRQ�SODQV�

3UHVFULSWLYH�RU�3ULQFLSOH�%DVHG"
%HIRUH�GHDOLQJ�ZLWK�VRPH�VSHFLILF�LWHPV�LQ�WKH�SURSRVHG�UHYLVLRQV��ZH�EHOLHYH�WKHUH�DUH�WZR�EURDG�LVVXHV�
WKDW�QHHG�WR�EH�DGGUHVVHG���7KH�ILUVW�RI�WKHVH�LV�WR�QRWH�WKDW�PDQ\�RI�WKH�SURSRVHG�FKDQJHV�IRU�$623���DUH�
VRPHZKDW�SUHVFULSWLYH��UDWKHU�WKDQ�EHLQJ�SULPDULO\�SULQFLSOH�EDVHG���*HQHUDOO\���RXU�DFWXDULHV�KDYH�SULGHG��
WKHPVHOYHV� LQ�EHLQJ�SURIHVVLRQDOV�DQG�EHLQJ�DEOH� WR�H[HUFLVH�DSSURSULDWH�MXGJPHQW� LQ�DSSO\LQJ� WKH�FRUH�
SULQFLSOHV�RI�WKHLU�SURIHVVLRQ���:H�KDYH�ZLWQHVVHG�RXU�DFWXDULHV�KROGLQJ�VWHDGIDVW WR��WKH�LGHDO�RI�FRQGXFWLQJ�
WKHLU�ZRUN�DV�SURIHVVLRQDOV�IROORZLQJ�WKHVH�FRUH�SULQFLSDOV�

7KH�FKDOOHQJH�LQ�PRYLQJ�WR�D�PRUH�SUHVFULSWLYH�PRGHO�LQ�$623���LV�WKDW�WKHUH�DUH�QRZ�VLJQLILFDQWO\�PRUH�
GHWDLOV�WKDW�PXVW EH�SURYLGHG��1R�ORQJHU�FDQ�WKH�$623�ODQJXDJH FDOO�RQ�WKH�DFWXDU\�WR�FRQVLGHU�D�FRXUVH�RI�
DFWLRQ�± QRZ�LW�PXVW�GHVFULEH�WKDW�FRXUVH�RI�DFWLRQ�LQ�D�ZD\�WKDW�FDQ�ILW�DOO�VLWXDWLRQV���$OO�SXEOLF�SHQVLRQ�
SODQV�DUH�QRW�DOLNH���,I�WKH�XQGHUO\LQJ�SUHVFULSWLYH�UHTXLUHPHQW�LV�QRW�EDVHG�RQ�D�SULQFLSOH��LW�EHFRPHV�YHU\�
GLIILFXOW��DQG�SHUKDSV�LPSRVVLEOH��WR�VLPSO\�XVH�SURIHVVLRQDO�MXGJPHQW�WR�ILOO�LQ�WKH�PLVVLQJ�VWHSV���7KH�SRLQW�
EHLQJ��LQ�RUGHU�WR�EH�SUHVFULSWLYH�DQG�KDQGOH�WKH�ZLGH�UDQJH�RI�UHDO�ZRUOG�SUDFWLFH�LQ�WKH�ZRUOG�RI�SXEOLF�
SHQVLRQ�SODQV��LW�PD\�ZHOO�WDNH�KXQGUHGV�RI�SDJHV�UDWKHU�WKDQ�MXVW�D�IHZ�SDUDJUDSKV�WR�SURYLGH�DGHTXDWH�
JXLGDQFH�

0RVW�SXEOLF�UHWLUHPHQW�V\VWHPV�FXUUHQWO\�UHTXLUH�WKDW�DQ�DFWXDU\�WKH\�HQJDJH�EH�D�PHPEHU�RI�RQH�RI�WKH�
DFWXDULDO�RUJDQL]DWLRQV�WKDW�VXEVFULEH�WR�WKH�&RGH�RI�3URIHVVLRQDO�&RQGXFW�DQG�WKH�$FWXDULDO�6WDQGDUGV�RI�
3UDFWLFH��HQVXULQJ�WKDW�WKH\�KDYH�VRPHRQH�ZKR�DFWV�LQ�D�SURIHVVLRQDO�FDSDFLW\���,I�WKH�$623V�IRU�SXEOLF�
SODQV� EHFRPH�PRUH� SUHVFULSWLYH�� DW� VRPH� SRLQW� GRHV� WKH� TXHVWLRQ� UDLVH�ZKHWKHU� WKH� QHHG� DQG� FRVW� IRU�
SURIHVVLRQDO�DFWXDULHV�UHPDLQ�QHFHVVDU\�DQG�ZLOO�SXEOLF�SHQVLRQ�SODQV�EHJLQ�WR�RSW�WR�HQJDJH�VRPHRQH�ZKR�
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FDQ�FDOFXODWH�WKH�QXPEHUV�WKH\�QHHG�ZLWKRXW�LQFOXGLQJ�WKH�DGGLWLRQDO�$623�FRPSOLDQFH�LQIRUPDWLRQ�WKH\�
GRQ¶W�QHHG�RU�ZDQW��UHGXFLQJ�WKH�LQIOXHQFH�WKH�SURIHVVLRQ�KDV�LQ�WKLV�DUHD���

/LPLWHG�$SSOLFDWLRQ
$�VHFRQG�EURDG�REVHUYDWLRQ�LV�WKDW�PXFK�RI�WKH�QHZ�PDWHULDO�LQ�WKH�SURSRVHG�$623���UHYLVLRQ�PD\�QRW�
DSSO\� WR� WKH�PDMRULW\�RI�SXEOLF�SHQVLRQ�SODQV�� �6HFWLRQ������GRHV�QRW� DSSO\�ZKHQ� WKHUH� LV� D�SUHVFULEHG�
DVVXPSWLRQ�RU�PHWKRG�VHW�E\�ODZ��WKHUHE\�H[FOXGLQJ�(5,6$�SODQV���/LNHZLVH��VHFWLRQV�������������DQG������
ZLOO�QRW�EH�DSSOLFDEOH�IRU�(5,6$�SODQV�EHFDXVH�WKHVH�PHWKRGV�DUH�VHOHFWHG�YLD�IHGHUDO�ODZV�DQG�UHJXODWLRQV���
2I�FRXUVH��(5,6$�YDOXDWLRQV�SHUIRUPHG�E\�LQGLYLGXDOV�ZKR DUH�RQO\�(QUROOHG�$FWXDULHV�DUH�DOUHDG\�H[HPSW�
IURP�FRPSO\LQJ�ZLWK�DQ\�$623V���$QRWKHU�FDWHJRU\�RI�SODQV�WR�ZKLFK�PDQ\�RI�WKHVH�QHZ�SURYLVLRQV�ZRXOG�
QRW�VHHP�WR�DSSO\�DUH�XQIXQGHG�SODQV���%HFDXVH�WKHUH�LV�QR�LQWHQW�WR�IXQG�WKHP�IRUPDOO\��WKHUH�ZRXOG�QRW�
WHFKQLFDOO\�EH�D�IXQGLQJ�YDOXDWLRQ�RU�WKH�QHHG�IRU�FRVW�DOORFDWLRQ�SURFHGXUHV���7KXV��PDQ\�RI�WKHVH�QHZ�
VHFWLRQV�UHDOO\�RQO\�DSSO\�WR�IXQGHG�FKXUFK�DQG�SXEOLF�SODQV�

$W�ILUVW�JODQFH��WKLV�PD\�DSSHDU�UHDVRQDEOH��XQGHU�WKH�SUHVXPSWLRQ�WKDW�LI�WKHUH�DUH�QRW�DOUHDG\�UHTXLUHPHQWV�
IRU�GHWHUPLQLQJ� IXQGLQJ� UHTXLUHPHQWV�� DQ� DFWXDU\� VKRXOG� IROORZ�UHDVRQDEOH�SURFHGXUHV� LQ� VHWWLQJ� WKHVH���
0DQ\�SXEOLF�SODQV�KDYH�FRQWUROOLQJ�OHJLVODWLRQ�WKDW�GLFWDWHV�PXFK�RI�ZKDW�DQ�DFWXDU\�PD\�GR�EXW�EHFDXVH�
WKHVH�UXOHV�DUH�VHW�E\� WKH�VWDWHV� WKDW�HVWDEOLVKHG� WKH�UHWLUHPHQW�V\VWHPV�� WKH�SUHVFULEHG�DVVXPSWLRQV�DQG�
PHWKRGV�H[FHSWLRQ�RI�WKH�$623V�DSSHDU�QRW�DSSO\���
(IIHFWLYHO\�� WKH�$623V�KDYH�VHW�XS�D�V\VWHP�ZKHUHE\�IHGHUDOO\�VHW�VWDQGDUGV��VRPH�RI�ZKLFK�PD\�KDYH�
EHHQ�OHJLVODWHG�DV�D�PDWWHU�RI�GHOD\LQJ�SHQVLRQ�FRQWULEXWLRQV�WR�LQFUHDVH�FXUUHQW�WD[�UHYHQXHV��DUH�EHLQJ�
SUHVXPHG�WR�EH�VXIILFLHQW��ZKLOH�VLPLODU�VWDQGDUGV�SDVVHG�E\�VWDWH�OHJLVODWXUHV�DUH�GHHPHG�RWKHUZLVH���,W�LV�
QRW�FOHDU�ZK\�WKH�$6%�VKRXOG�DQWLFLSDWH�WKDW�RIILFLDOV�HOHFWHG�WR�QDWLRQDO�RIILFHV�ZLOO�ZULWH�OHJLVODWLRQ�WKDW�
LV�VXSHULRU�WR�WKDW�ZULWWHQ�E\�RIILFLDOV�HOHFWHG�WR�VWDWH�RIILFHV��ZKR�DUH�PRUH�LQ�WXQHG�ZLWK�WKH�LQWULFDFLHV�DQG�
QXLVDQFHV�RI�WKHLU�UHVSHFWLYH�SODQ���2QH�VL]H�GRHV�QRW�ILW�DOO��:H�UHFRJQL]H�WKHUH�DUH�VRPH�KLJK�SURILOH�SXEOLF�
SODQV�ZKHUH�HOHFWHG�RIILFLDOV�KDYH�FKRVHQ�WR�GHOD\�IXQGLQJ��SHUKDSV�HYHQ�DJDLQVW�WKH�DGYLFH�RI�WKH�V\VWHPV¶�
DFWXDULHV��EXW�ZH�DOVR�UHFRJQL]H�WKH�3%*&�KDV�FRQFHUQV�DERXW�IXWXUH�ILQDQFHV��VXJJHVWLQJ�WKDW�WKH�IXQGLQJ�
PHWKRGV�WKDW�DUH�PDQGDWHG�IRU�(5,6$�SODQV�PD\�KDYH�ZHDNQHVVHV�DV�ZHOO���([FOXGLQJ�SODQV�IURP�WKH�$623�
SURSRVDOV�VROHO\�EHFDXVH�RI�WKH�W\SH�RI�OHJLVODWLYH�ERG\�ZULWLQJ�WKH�UXOHV�GRHV�QRW�DSSHDU�WR�EH�H[HUFLVLQJ�
ILGXFLDU\�UHVSRQVLELOLW\�

7KHUH�PD\� EH� DQ� DUJXPHQW� WKDW� VWDWH� OHJLVODWRUV� FDQQRW� REMHFWLYHO\� ZULWH� IXQGLQJ� UXOHV� IRU� SODQV� WKH\�
HVWDEOLVK�� FRQWURO�� DQG� IXQG�� � +RZHYHU�� WKH� SODQ� SURYLVLRQV�� WKH� IXQGLQJ� UHTXLUHPHQWV�� DQG� VLJQLILFDQW�
LQIRUPDWLRQ�DERXW�WKH�RSHUDWLRQV�DQG�IXQGLQJ�SURJUHVV�RI�WKHVH�V\VWHPV�DUH�UHDGLO\�DYDLODEOH�WR�WKH�SXEOLF���
,I�OHJLVODWRUV�DUH�QRW�EHKDYLQJ�UHVSRQVLEO\�LQ�WKH�H\HV�RI�WKH�SXEOLF��WKH�SXEOLF�ZLOO�XOWLPDWHO\�YRWH�WKHP�RXW�
RI�RIILFH�DQG�VHOHFW�QHZ�OHJLVODWRUV���

6HFWLRQ������� 'HIHDVPHQW
:H�QH[W�ZLVK�WR�DGGUHVV�VRPH�VSHFLILF�LVVXHV�ZKHUH�ZH�EHOLHYH�WKH�SURSRVHG�UHYLVLRQV�VKRXOG�EH�DGMXVWHG���
)LUVW��ZH�QRWH�WKDW�6HFWLRQ������UHTXLUHV�WKDW�DQ�DFWXDU\�³FDOFXODWH�DQG�GLVFORVH�DQ�REOLJDWLRQ�PHDVXUH�RI�
HIIHFWLYHO\� GHIHDVLQJ� WKH� LQYHVWPHQW� ULVN´�ZKHQ�SHUIRUPLQJ� D� IXQGLQJ� YDOXDWLRQ�� �7KHUH� DUH� WKHQ� VRPH�
SUHVFULSWLYH�HOHPHQWV�RI�WKLV�FDOFXODWLRQ�OLVWHG��LQFOXGLQJ�WKH�YDOXLQJ�EHQHILWV�DFFUXHG�DV�RI�WKH�PHDVXUHPHQW�
GDWH��WKH�FRVW�PHWKRG��DQG�D�GLVFRXQW�UDWH�WR�EH�VHOHFWHG�IURP�RQH�RI�WZR�VSHFLILF�VRXUFHV���

0DQ\�SXEOLF�SODQV�KDYH�DGRSWHG�EHQHILW�SURYLVLRQV�WKDW�PLWLJDWH�WKH�HPSOR\HU�ULVN�E\�DGMXVWLQJ�WKH�PHPEHU�
EHQHILWV�EDVHG�RQ�VXFK�PHDVXUHV�DV�DVVHW�SHUIRUPDQFH�RU�SODQ�IXQGHG�UDWLR���$�FRPPRQ�H[DPSOH�LV�D�&2/$�
RU���WK FKHFN�WKDW�LV�SD\DEOH�ZKHQ�WKH�SODQ�UHDFKHV�D�FHUWDLQ�IXQGLQJ�WKUHVKROG���$QRWKHU�H[DPSOH�LV�WKH�XVH�
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RI�D�YDULDEOH�LQWHUHVW�FUHGLWLQJ�UDWH�WLHG�WR�UHFHQW�LQYHVWPHQW�UHWXUQV�RU�RWKHU�HFRQRPLF�PHDVXUHPHQWV���,Q�
HLWKHU�RI�WKHVH�H[DPSOHV��WKH�EHQHILWV�DUH�EDVHG�WR�VRPH�GHJUHH�RQ�DFWXDO�DVVHW SHUIRUPDQFH���,I�LQYHVWPHQW�
ULVN� LV� HOLPLQDWHG� E\� SXUFKDVLQJ� 7UHDVXULHV�� WKH� H[SHFWHG� UHWXUQ� ZLOO� EH� VLJQLILFDQWO\� ORZHU�� UHGXFLQJ�
EHQHILWV���7KH�SURSRVHG�ODQJXDJH�IRU�WKH�LQYHVWPHQW�ULVN�GHIHDVHPHQW�FRVW�LV�QRW�FOHDU�DV�WR�KRZ�WR�SURFHHG���
6KRXOG�WKH�DFWXDU\�DVVXPH�WKDW�WKH�EHQHILWV�ZLOO�QRW�EH�UHGXFHG��VLPSO\�FKDQJLQJ�WKH�GLVFRXQW�UDWH�LQ�D�
FRPSXWHU�SURJUDP��OHDGLQJ�WR�D�PRGHO�ZKLFK�KDV�LQFRQVLVWHQW�DVVXPSWLRQV"��2U�VKRXOG�WKH�DFWXDU\�UHGXFH�
WKH� SURMHFWHG� EHQHILW� SD\PHQWV�� WKHUHE\� OHDGLQJ� WR� D� FDOFXODWHG ULVN� GHIHDVHPHQW�PHDVXUH� WKDW� DFWXDOO\�
FRQWDLQV�D�FRPELQDWLRQ�RI�LQYHVWPHQW�ULVN�UHGXFWLRQ�DQG�EHQHILW�FXWV"��7KLV�LV�QRW�VLPSO\�D�WHFKQLFDO�LVVXH�
WR�EH�DGGUHVVHG�± WKHUH�ZLOO�EH�RWKHU�YDULDQWV�DQG�RGG�VLWXDWLRQV�WKDW�ZLOO�DULVH��UHTXLULQJ�PRUH�DQG�PRUH�
WHFKQLFDO�PRGLILFDWLRQV���

)XUWKHU��WKH�GHVFULEHG�JRDO�RI�WKLV�PHDVXUH�LV�WR�ILQG�WKH�FRVW�WR�³HIIHFWLYHO\´�GHIHDVH�WKH�LQYHVWPHQW�ULVN���
+RZHYHU�� WKH�GLVFRXQW� UDWHV�GHVFULEHG� LQ������F� DUH� UHODWHG� WR�PHWKRGV� WKDW� DUH�QRW� FDSDEOH�RI� DFWXDOO\�
GHIHDVLQJ�WKH�LQYHVWPHQW�ULVN���7KH�XVH�RI�FXUUHQW�WUHDVXU\�UDWHV�DV�WKH�GLVFRXQW�UDWH�VXJJHVW�DQ�LQYHVWPHQW�
VWUDWHJ\�EXLOG�VROHO\�RQ�IL[HG�LQFRPH�DQG�QRW�WKH�UHDOLVWLF�LQFOXVLRQ�RI�RWKHU�SXEOLF�LQYHVWPHQW�YHKLFOHV��$�
VLPSOH�LOOXVWUDWLRQ�VKRXOG�GHPRQVWUDWH���6XSSRVH��UHWLUHPHQW�ERDUGV�KDG�EHHQ�JXLGHG�WR�LPSOHPHQW�D�VWUDWHJ\�
EDVHG�XSRQ�WUHDVXU\�\LHOGV�LQ��������5HWLUHPHQW�ERDUG�WUXVWHHV�ZRXOG�KDYH�SXUFKDVHG��ERQGV�WKDW�OLQHG�XS�
ZLWK�SURMHFWHG� FDVK� IORZV� IRU� WKH� QH[W� ��� \HDUV�� DQG� WKHQ� SXUFKDVHG� VRPH����\HDU�7UHDVXULHV�ZLWK WKH�
FRXSRQV�UHPRYHG�WKDW�ZH�LQWHQGHG�WR�UHLQYHVW�LQ������WR�FRYHU�WKH�UHPDLQLQJ�������\HDUV�RI�SD\PHQWV�WKDW�
ZRXOG�VWLOO�EH�GXH���+RZHYHU��LQ�������LQWHUHVW�UDWHV�ZHUH�VLJQLILFDQWO\�ORZHU�DQG�VR�UHWLUHPHQW�ERDUGV�ZRXOG�
KDYH�IRXQG�WKH\�GLG�QRW�KDYH�HQRXJK�PRQH\�WR�PDNH�WKH�EHQHILW�SD\PHQWV���7KH�ULVN�ZDV�QRW�³HIIHFWLYHO\´�
GHIHDVHG�EHFDXVH�VRPH��VXEVWDQWLDO��ULVN�UHPDLQHG���2I�FRXUVH��ZH�DOO�NQHZ�LQ������WKDW�LQWHUHVW�UDWHV�ZHUH�
KLJK�DQG�WKDW�VXFK�OHYHOV�ZHUH�QRW�OLNHO\�WR�FRQWLQXH���:H�IHHO�PXFK�PRUH�FRQILGHQW�LQ������EX\LQJ�ERQGV�
WR�GHIHDVH�WKH�ULVN��EHFDXVH�UDWHV�DUH�QRW�OLNHO\�WR�EH�PXFK�ORZHU�LQ������WKDQ�WKH\�DUH�QRZ���%XW��LI�UDWHV�
DUH�KLJKHU�LQ�������HYHQ�LI�VWLOO�EHORZ�KLVWRULF�DYHUDJHV���SODQV�ZRXOG�KDYH�PRUH�PRQH\�WKDQ�ZDV�QHHGHG���
7KXV��WKHUH�VWLOO�UHPDLQV�D�ULVN�±WRR�PXFK�PRQH\��7KH�SODQ�VSRQVRU�KDV�JLYHQ��XS�VRPH�RWKHU�XVH�RI�WKDW�
PRQH\�LQ�WKH�PHDQWLPH���,W�GRHV�QRW�DSSHDU�WKH�VWDWHG�JRDO�RI�WKLV�VHFWLRQ�LV�EHLQJ�DFFRPSOLVKHG��EXW�LV�
LQVWHDG�VXJJHVWLQJ�SODQ�VSRQVRUV�DQG�UHWLUHPHQW�ERDUGV�GHPRQVWUDWH�FDSDELOLWLHV� WR�SUHGLFW� LQWHUHVW� UDWHV�
ZHOO�SDVW�RXU�OLIHWLPHV�

:H�DOVR�QRWH�WKDW�ZKLOH�WKH�JRDO�RI�WKLV�GLVFORVXUH�FDOOV�IRU�GHIHDVLQJ�LQYHVWPHQW�ULVN��RQH�RI�WKH�RSWLRQV�
������F���� LV� WR� GHWHUPLQH� WKH� FRVW� RI� VHWWOLQJ� SHQVLRQ� REOLJDWLRQ�� WKHUHE\� HOLPLQDWLQJ� DOO� ULVNV�� �:KLOH�
LQYHVWPHQW�ULVN�LV�XVXDOO\�WKH�ODUJHVW��WKHUH�LV�DQ�LQFRQVLVWHQF\�EHWZHHQ�WKH�VWDWHG�LQWHQW�DQG�WKH�PHWKRG�WR�
PHDVXUH�LW���,I�WKLV�PHWKRG�LV�DOORZHG��ZH�VXJJHVW�WKDW�WKH�DFWXDU\�EH�IXUWKHU�UHTXLUHG�WR�GLVFORVH�ZKLFK�ULVNV�
DUH�EHLQJ�HOLPLQDWHG�VR�WKDW�XVHUV�ZLOO�QRW�EH�PLVOHG���4XDQWLI\LQJ�WKH�FRVW�RI�HOLPLQDWLQJ�ULVNV�PD\�LQGHHG�
EH�YDOXDEOH��DQG�FHUWDLQO\�LV�VRPHWKLQJ�DFWXDULHV�ZLOO�EH�FRQVLGHULQJ�XQGHU�$623������VR�LW�LV�QRW�FOHDU�ZK\�
RQO\�RQH�RI�WKRVH�ULVNV�EH�LGHQWLILHG�LQ�$623���

6HFWLRQ������LV�VWDWHG�WR�EH�DSSOLFDEOH� WR�IXQGLQJ�YDOXDWLRQV�� �$V�D�SUDFWLFDO�PDWWHU� IRU�SXEOLF�SODQV��RI�
FRXUVH��DQ\�VWXG\�RI�SURSRVHG�FKDQJHV�WR�EHQHILWV�RU�IXQGLQJ�SROLFLHV�DUH�VWLOO�JRLQJ�WR�UHTXLUH�DQ�DQDO\VLV�
EH�SHUIRUPHG�RQ�WKLV�EDVLV�DV�ZHOO��VLQFH�WKH�GHFLVLRQ�PDNHUV�ZLOO�QHHG�WR�NQRZ�WKH�LPSOLFDWLRQV�RI�DQ\�
SURSRVHG�FKDQJHV�IRU�WKH�ULVN�GHIHDVHPHQW�FRVW�WR�EH�GLVFORVHG���,W�VKRXOG�EH�HPSKDVL]HG�WKDW�WKLV�PHDVXUH�
ZLOO�EH�JXLGLQJ�GHFLVLRQV�DQG�ZLOO�EH�KLJKHU�SURILOH�WKDQ�MXVW�D�VLPSOH�GLVFORVXUH LQ�D�UHSRUW�

:KLOH�WKH�FRVW�WR�GHIHDVH�LQYHVWPHQW�ULVN�PD\�EH�RI�LQWHUHVW� WR�VRPH��ZH�DQWLFLSDWH�WKDW�LW�ZLOO�QRW�EH�D�
XVHIXO� PHDVXUH� IRU� PDQ\� SXEOLF� UHWLUHPHQW� V\VWHPV�� � $IWHU� DOO�� LW� UHIOHFWV� DQ� DFWLRQ� WKDW� FDQQRW� EH�
LPSOHPHQWHG�E\�PRVW�SODQV���0RVW�SXEOLF�SODQV�DUH�RSHQ�WR�QHZ�PHPEHUV�DQG�PDQ\�DUH�SURKLELWHG�IURP�
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UHGXFLQJ� IXWXUH� EHQHILWV� IRU� DQ\RQH�ZKR� LV� FXUUHQWO\� LQ� WKH� SODQ�� �$WWHPSWLQJ� WR� GHIHDVH� WKH� ULVN� RQ� D�
K\SRWKHWLFDO�EHQHILW�IRU�D�PLG�FDUHHU�HPSOR\HH�LV�SXUHO\�DQ�DFDGHPLF�FRQVWUXFW�± DQG�SUREDEO\�LUUHVSRQVLEOH�
DW�EHVW���7KH�DFFRXQWLQJ�HIIRUW�WR�DFWXDOO\�FDUU\�RXW�VXFK�D�WDVN�ZRXOG�EH�LQFUHGLEO\�FKDOOHQJLQJ���2I�FRXUVH��
DV�QRWHG�HDUOLHU��WKHUH�DUH�QRW�ILQDQFLDO�LQVWUXPHQWV�DYDLODEOH�WKDW�FDQ�DFWXDOO\�GHIHDVH�WKH�ULVN�RYHU�WKH����
����\HDUV�RI�UHPDLQLQJ�SD\RXWV�H[SHFWHG�WR�EH�PDGH�WR�FXUUHQW�PHPEHUV���)XUWKHU��WKHVH�SODQV�DUH�LQYHVWLQJ�
LQ�GLYHUVH�SRUWIROLRV�GHVLJQHG�WR�WDNH�DQ�DSSURSULDWH�OHYHO�RI�ULVN�VR�DV�WR�SURYLGH�EHQHILWV�DW�D�ORZHU�FRVW�
WKDQ�FRXOG�EH�PDQDJHG�LQ�WKH�DEVHQFH�RI�ULVN���,Q�IDFW� WKH�WUXVWHHV�RI�WKH�SODQ�DUH�UHTXLUHG�E\�ODZ�WR�EH�
SUXGHQW��DQG�LW�LV�GRXEWIXO�WKDW�D�³QR�ULVN´�LQYHVWPHQW�SRUWIROLR�ZRXOG�EH�GHHPHG�SUXGHQW���

7KH�1HEUDVND�/HJLVODWXUH�KDV�IRUHVHHQ�WKH�ZLVGRP�WR�VHW�SUXGHQW�LQYHVWPHQW�JXLGHOLQHV�IRU�26(56�DQG�
RWKHU�1HEUDVND�SXEOLF�SHQVLRQ�SODQV�WR�XVH�DV�JXLGDQFH�� �)RU�26(56�VSHFLILFDOO\�1HE��5HY��6WDW�� � ���
������VWDWHV��

����������

(PSOR\HHV�UHWLUHPHQW�V\VWHP��LQYHVWPHQWV��ERDUG�RI�WUXVWHHV��SRZHUV�DQG�GXWLHV��VWDWH�LQYHVWPHQW�
RIILFHU��SRZHUV�DQG�GXWLHV�

7KH�ERDUG�RI�WUXVWHHV�VKDOO�LQYHVW�WKH�IXQGV�RI�WKH�UHWLUHPHQW�V\VWHP�LQ�LQYHVWPHQWV�RI�WKH�QDWXUH�
ZKLFK� LQGLYLGXDOV�RI�SUXGHQFH��GLVFUHWLRQ��DQG� LQWHOOLJHQFH�DFTXLUH�RU� UHWDLQ� LQ�GHDOLQJ�ZLWK� WKH�
SURSHUW\� RI� DQRWKHU�� 6XFK� LQYHVWPHQWV� VKDOO� QRW� EH� PDGH� IRU� VSHFXODWLRQ� EXW� IRU� LQYHVWPHQW��
FRQVLGHULQJ�WKH�SUREDEOH�VDIHW\�RI�WKHLU�FDSLWDO�DV�ZHOO�DV�WKH�SUREDEOH�LQFRPH�WR�EH�GHULYHG��7KH�
ERDUG�RI�WUXVWHHV�VKDOO�QRW�SXUFKDVH�LQYHVWPHQWV�RQ�PDUJLQ�RU�HQWHU�LQWR�DQ\�IXWXUHV�FRQWUDFW�RU�
RWKHU�FRQWUDFW�REOLJDWLRQ�ZKLFK�UHTXLUHV�WKH�SD\PHQW�RI�PDUJLQ�RU�HQWHU�LQWR�DQ\�VLPLODU�FRQWUDFWXDO�
DUUDQJHPHQW�ZKLFK�PD\�UHVXOW�LQ�ORVVHV�LQ�H[FHVV�RI�WKH�DPRXQW�SDLG�RU�GHSRVLWHG�ZLWK�UHVSHFW�WR�
VXFK�LQYHVWPHQW�RU�FRQWUDFW��XQOHVV�VXFK�WUDQVDFWLRQ�FRQVWLWXWHV�D�KHGJLQJ�WUDQVDFWLRQ�RU�LV�LQFXUUHG�
IRU�WKH�SXUSRVH�RI�SRUWIROLR�RU�ULVN�PDQDJHPHQW�IRU�WKH�IXQGV�DQG�LQYHVWPHQWV�RI�WKH�V\VWHP��3ULRU�
WR�-DQXDU\����������WKH�ERDUG�RI�WUXVWHHV�PD\�ZULWH�FRYHUHG�FDOO�RSWLRQV�RU�SXW�RSWLRQV��3ULRU�WR�
-DQXDU\� ��� ������ WKH� ERDUG� RI� WUXVWHHV� VKDOO� HVWDEOLVK� ZULWWHQ� JXLGHOLQHV� IRU� DQ\� VXFK� RSWLRQ��
SXUFKDVH�� RU� FRQWUDFW� REOLJDWLRQ�� $Q\� VXFK� RSWLRQ�� SXUFKDVH�� RU� FRQWUDFW� REOLJDWLRQ� VKDOO� EH�
JRYHUQHG�E\�WKH�SUXGHQW�LQYHVWPHQW�UXOH�VWDWHG�LQ�WKLV�VHFWLRQ�IRU�LQYHVWPHQW�RI�WKH�IXQGV�RI�WKH�
V\VWHP��7KH�ERDUG�RI�WUXVWHHV�PD\�OHQG�DQ\�VHFXULW\�LI�FDVK��8QLWHG�6WDWHV�*RYHUQPHQW�REOLJDWLRQV��
RU�8QLWHG�6WDWHV�*RYHUQPHQW�DJHQF\�REOLJDWLRQV�ZLWK�D�PDUNHW�YDOXH�HTXDO�WR�RU�H[FHHGLQJ� WKH�
PDUNHW�YDOXH�RI�WKH�VHFXULW\�OHQW�DUH�UHFHLYHG�DV�FROODWHUDO��3ULRU�WR�-DQXDU\����������LI� VKDUHV�RI�
VWRFN�DUH�SXUFKDVHG�XQGHU�WKLV�VHFWLRQ��DOO�SUR[LHV�PD\�EH�YRWHG�E\�WKH�ERDUG�RI�WUXVWHHV�SULRU�WR�
-DQXDU\����������$V�RI�-DQXDU\����������WKH�IXQGV�RI�WKH�UHWLUHPHQW�V\VWHP�VKDOO�EH�LQYHVWHG�VROHO\�
E\� WKH� FRXQFLO� DQG� WKH� VWDWH� LQYHVWPHQW� RIILFHU LQ� DFFRUGDQFH� ZLWK� WKH� 1HEUDVND� 6WDWH� )XQGV�
,QYHVWPHQW�$FW��7KH�VWDWH�LQYHVWPHQW�RIILFHU�PD\�OHQG�VHFXULWLHV�DQG�YRWH�SUR[LHV�LQ�DFFRUGDQFH�
ZLWK�WKH�VWDQGDUG�VHW�IRUWK�LQ�VHFWLRQ���������

7KXV��DFWXDULHV�ZLOO�EH�UHTXLUHG�WR�GLVFORVH�D�FRVW�RI�DQ�DFWLRQ�WKDW�LV�QRW�OHJDO�ZLWKRXW�IXUWKHU�OHJLVODWLYH�
DFWLRQ��QRW�SRVVLEOH��QRU�GHVLUDEOH���:H�UHDOL]H�WKDW�VRPH�RWKHU�GLVFORVXUHV�PD\�QRW�EH�XVHIXO�RU�DSSUHFLDWHG�
E\�DOO�SODQ�VSRQVRUV��EXW�VXFK�LQIRUPDWLRQ�WHQGV�WR�DOHUW�WKH�SODQ�VSRQVRU�RI�SRWHQWLDO�SUREOHPV�WKDW WKH\�
VKRXOG�NQRZ�DERXW�� �7KLV�GLVFORVXUH��KRZHYHU��GRHV�QRW� LQ�PRVW� VLWXDWLRQV�JLYH� WKH� VSRQVRU�DQ\�XVHIXO�
LQIRUPDWLRQ�VLQFH�WKHUH�LV�QR�RSSRUWXQLW\�WR�DFWXDOO\�GHIHDVH�ULVN���$GGLWLRQDOO\��WKH�ZRUN�UHTXLUHG�RI�WKH�
DFWXDU\�WR�GLVFORVH�WKH�GHIHDVHPHQW�ULVN ZLOO�EH�DW�D�FRVW�WR�WKH�SODQ�PHPEHUV��WKH�YHU\�LQGLYLGXDOV�ZKR�DUH�
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WKH�SXEOLF�VHUYDQWV�FRQWULEXWLQJ�WR�WKHVH�SODQV���$GGLWLRQDO�FRVW�KDYH�D�ILVFDO�LPSDFW�RQ�WKH�IXQGLQJ�RI�SODQV���
:H�TXHVWLRQ�KRZ�VXFK�D�UHTXLUHPHQW�EHQHILWV�DQ\RQH�EH\RQG�DQVZHULQJ�VRPH�DFDGHPLF�FXULRVLWLHV�

7KH�ILQDO�FRQFHUQ�ZH�KDYH�ZLWK�6HFWLRQ������LV�WKDW�WKLV�PHDVXUH�PD\�QRW�EH�IXOO\�XQGHUVWRRG�E\�WKRVH�ZKR�
VHH� WKH� QXPEHU�� � :KLOH� DFWXDULDO� UHSRUWV� IRU� FRUSRUDWH� SODQV� DUH� SUHVHQWHG� WR� &)2V�� KXPDQ� UHVRXUFH�
PDQDJHUV��DQG�RWKHUV�LQ�VLPLODU�SRVLWLRQV��SXEOLF�SODQ�DFWXDULDO�UHSRUWV�DUH�SODFHG�RQ�UHWLUHPHQW�V\VWHP�ZHE�
VLWHV�IRU�SXEOLF�GRZQORDG�DQG�YLHZLQJ��SUHVHQWHG�WR�OHJLVODWLYH�FRPPLWWHHV��DQG�ZULWWHQ�DERXW�LQ�WKH�PHGLD���
:KLOH�LW�LV�IXOO\�SRVVLEOH�WR�H[SODLQ�WR�FRUSRUDWH�VHQLRU�PDQDJHPHQW WKH�QXDQFHV�RI�XQLW�FUHGLW�YHUVXV�HQWU\�
DJH�QRUPDO�DQG�IXQGLQJ�GLVFRXQW�UDWHV�YHUVXV�ULVN�GHIHDVHG�\LHOG�FXUYHV��WKH�JHQHUDO�SXEOLF�PD\�QRW�EH�DV�
IDPLOLDU�ZLWK�WKHVH�FRQFHSWV���:KLOH�WKH�JHQHUDO�SXEOLF�LV�QRW�D�GLUHFW�LQWHQGHG�XVHU�RI�WKHVH�DFWXDULDO�UHSRUWV��
WKRVH�RI�XV�ZKR�VHUYH�LQ�WKLV�DUHD�DUH�TXLWH�FRJQL]DQW�WKDW�WKH�EURDG�SXEOLF�LV�DQ�LQGLUHFW�XVHU�

%HFDXVH�PRVW�SXEOLF�UHWLUHPHQW�V\VWHPV��LQFOXGLQJ�26(56��PXVW�PDNH�WKHLU�YDOXDWLRQ�UHSRUWV�DYDLODEOH�WR�
WKH� SXEOLF�� WKH� SUHVHQFH� RI� WZR� VHWV� RI� QXPEHUV� FDQ�EH� HDVLO\�PLVXQGHUVWRRG�RU� LQWHQWLRQDOO\�PLVXVHG���
3XEOLFO\�SUHVHQWLQJ� WZR�VHWV�RI�QXPEHUV�ZLOO�DOORZ�WKRVH�ZLWK�DQ�DJHQGD�WR�HOLPLQDWH�SXEOLF�UHWLUHPHQW�
SODQV�WR�IXWXUH�SXEOLF�VHUYDQWV�WKH�RSSRUWXQLW\�WR�VD\�WKDW�WKH�KLJKHU�QXPEHU�LV�WKH�³WUXH´�OLDELOLW\���$V�ZH�
KDYH�KHDUG�LQ�WKH�SDVW��WKH\�ZLOO�EH�DEOH�WR�DVVHUW�WKDW�DFWXDULHV�DUH�SHUKDSV�EHLQJ�GLVKRQHVW�LQ�SURYLGLQJ�WKH�
FDOFXODWLRQ�XVHG�IRU�SODQ�IXQGLQJ�SXUSRVHV���$SDUW�IURP�WKLV�LQWHQWLRQDO�PLVXVH��LW�ZRXOG�FHUWDLQO\�EH�DQ�
HDV\�DUJXPHQW�WKDW�³DFWXDULHV�PDNH�XS�DOO� WKHVH�QXPEHUV�± ORRN�KRZ�GLIIHUHQW�WKHVH�WZR�QXPEHUV�DUH´���
7KHVH�DUH�PLV�UHSUHVHQWDWLRQV�WKDW�KDYH�EHHQ�VSRXWHG�LQ�UHFHQW�\HDUV���

:H�VWURQJO\�EHOLHYH�WKDW�WKLV�VHFWLRQ������VKRXOG�LQFOXGH�DQ�³DFWXDU\�VKDOO�FRQVLGHU´�FODXVH�WR�SURYLGH�IRU�
GLVFUHWLRQ� ZKHQ� WKH� LVVXDQFH� RI� DGGLWLRQDO� GLVFORVXUHV� ZLOO� FUHDWH� FRQIXVLRQ� DQG�RU� PLV�UHSUHVHQW� WKH�
FRQVHTXHQFHV�RI�DQ�DFWLRQ�WKDW�LV�SURKLELWHG�DW�WKH�FXUUHQW�PRPHQW���,Q�OLJKW�RI�WKH�$623����VXJJHVWLRQ�RI�
D�PHDVXUH�VXFK�DV�WKLV�DV�EHLQJ�DQ�RSWLRQ��LW�DSSHDUV�VHFWLRQ������FRXOG�EH�HOLPLQDWHG�DOWRJHWKHU�

6HFWLRQ�����
7KH�SURSRVHG�ODQJXDJH�IRU�WKLV�VHFWLRQ�VKRXOG�EH�PRGLILHG�WR�DOORZ�IRU�D�FRQWULEXWLRQ�UDWH�WR�UHPDLQ�DERYH�
WKH�DFWXDULDOO\�GHWHUPLQHG�FRQWULEXWLRQ�IRU�DQ�LQGHILQLWH�WLPH���7KH�ODQJXDJH�LQ������D�VHHPV�WR�SUHYHQW�WKH�
VPRRWKHG� UDWH� IURP� EHLQJ� WRR� PXFK� KLJKHU�� ZKLFK� VKRXOG� SURYLGH� SURWHFWLRQ� DJDLQVW� XQUHDVRQDEOH�
LQWHUJHQHUDWLRQDO�HTXLW\�LVVXHV���:H�GR�QRW�VHH�DQ\�UHDVRQ�WKDW�D�VPRRWKLQJ�PHWKRG�VKRXOG�EH�FRPSHOOHG�WR�
EH�ORZHUHG���

6HFWLRQ�����
7KLV VHFWLRQ�DSSOLHV�IRU�IXQGLQJ�YDOXDWLRQV�ZKHQ�WKHUH�LV�QRW�D�SUHVFULEHG�PHWKRG�RU�DVVXPSWLRQ�VHW�E\�ODZ���
,Q�WKH�UHDO�ZRUOG��PDQ\��LI�QRW�PRVW��SXEOLF�SODQV�KDYH�VRPH�DGGLWLRQDO�OHJLVODWLYH�UHTXLUHPHQWV�IRU�VHWWLQJ�
D�PHWKRG�RU�DVVXPSWLRQ��EXW�WKHVH�UHTXLUHPHQWV�PD\�QRW�PHHW�WKH�GHILQLWLRQ�RI�³SUHVFULEHG�DVVXPSWLRQ�RU�
PHWKRG�VHW�E\�ODZ´�DV�GHILQHG�LQ�$623�����)UHTXHQWO\��WKH�OHJLVODWLYH�PHWKRGV�ZLOO�QRQHWKHOHVV�PHHW�WKH�
UHTXLUHPHQWV�RI�WKLV�VHFWLRQ��VR�WKDW�WKH�DFWXDU\�QHHG�RQO\�VKRZ�RQH�VHW�RI�FRQWULEXWLRQ�QXPEHUV���

2XU�WUXVWHHV�XQGHUVWDQG�WKH�DFWXDU\�LV�WR�GLVFORVH�LI�D�IXQGLQJ�SROLF\�ZLOO�QRW�DFFXPXODWH�VXIILFLHQW�DVVHWV�
WR�SD\�WKH�EHQHILWV�RI�WKH�SODQ���8OWLPDWHO\��WKLV�LV�WKH�FHQWUDO�LVVXH�DW�VWDNH���,I�WKHUH�LV�D�SROLF\�LQ�SODFH�WKDW�
ZLOO�DFFXPXODWH�VXIILFLHQW�DVVHWV��WKHUH�LV�OLWWOH�DSSDUHQW�YDOXH�LQ�SURYLGLQJ�DQ�DOWHUQDWH�PHDVXUHPHQW�RI�D�
FRQWULEXWLRQ�UDWH���:H�EHOLHYH�WKDW�WKH�UHTXLUHPHQWV�RI������VKRXOG�EH�DSSOLFDEOH�RQO\�LI�WKH�DFWXDU\�KDV�
UHDVRQ�WR�EHOLHYH�WKDW�WKH�FXUUHQW�IXQGLQJ�SROLF\�LV�LQFRQVLVWHQW�ZLWK�DFFXPXODWLQJ�VXIILFLHQW�DVVHWV���,Q�WKDW�
VLWXDWLRQ�� WKH� DGGLWLRQDO� LQIRUPDWLRQ� VHUYHV� WR� LOOXVWUDWH� WKH� QHHGHG� FKDQJH� LQ� FRQWULEXWLRQV� WR� IXQG� WKH�
SURPLVHG�EHQHILWV��LQIRUPDWLRQ�ZKLFK�ZRXOG�EH�QHHGHG�E\�WKH�SODQ�VSRQVRU���
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6HFWLRQ������J�FDOOV�IRU�WKH�UHIOHFWLRQ�RI�WLPLQJ�EHWZHHQ�WKH�PHDVXUHPHQW�GDWH�DQG�WKH�FRQWULEXWLRQ�GDWH���
)RU�SXEOLF�UHWLUHPHQW�V\VWHPV�ZLWK�PXOWLSOH�WLHUV��ZKHUH�VXFFHVVLYH�WLHUV�XVXDOO\�KDYH�ORZHU�EHQHILWV�DQG�
QRUPDO�FRVW�UDWHV��ZKHUH�WKH�FRQWULEXWLRQ�UDWH�LV�GHWHUPLQHG�DV�RI�D�PHDVXUHPHQW�GDWH�D�\HDU�RU�WZR�EHIRUH�
WKH� LPSOHPHQWDWLRQ� RI� WKH� UDWH�� WKLV� PD\� DGG� D� JUHDW� GHDO� RI� FRPSOH[LW\� IRU� YHU\� OLWWOH� YDOXH�� � 7KH�
UHTXLUHPHQW��DV�ZULWWHQ��GRHV�QRW�DOORZ�IRU�WKH�DFWXDU\�WR�H[HUFLVH�MXGJPHQW�UHJDUGLQJ�WKH�VLJQLILFDQFH�RI�
WKH�IDFWRUV�LQYROYHG���0D\�WKH�DFWXDU\�LJQRUH�WKH�DQWLFLSDWHG�UHGXFWLRQ�LQ�QRUPDO�FRVW�UDWH�RI�D�IHZ�EDVLV�
SRLQWV"��0XVW�WKH�DFWXDU\�UHIOHFW�WKDW�VFKRRO�GLVWULFW�SD\UROO� LV�QRW�H[DFWO\�XQLIRUP�WKURXJKRXW�WKH�\HDU"��
0D\�PDWHULDOLW\�EH�FRQVLGHUHG"��,Q�RQ�JRLQJ�SODQV��VXFK�GLIIHUHQFHV�DUH�IUHTXHQWO\�LQFRQVHTXHQWLDO�ZKHQ�
FRPSDUHG� WR� WKH�SUREDEOH�YDULDWLRQ� LQ�SRSXODWLRQ�VL]H��SD\UROO�H[SHULHQFH��DQG� WKH� OLNH�� �7KLV�SURYLVLRQ�
VKRXOG�EH�UHVWDWHG�WR�LQFOXGH�WKH�SKUDVH�³7KH�DFWXDU\�VKRXOG�FRQVLGHU«´�VR�DV�WR�DYRLG�SUHVFULELQJ�D�KLJK�
OHYHO�RI�GHWDLO�ZKLFK�ZLOO�RQO\�VHUYH�WR�LQFUHDVH�WKH�FRPSOH[LW\�RI�WKH�FDOFXODWLRQ�ZLWK�OLWWOH�LPSDFW�RQ�WKH�
UHVXOW�DQG�IXUWKHU�OHQG�PRUH�FRQIXVLRQ�WR�WKH�JHQHUDO�SXEOLF�

&RQFOXGLQJ�7KRXJKWV
,W�LV�RXU�XQGHUVWDQGLQJ�WKHVH�SURSRVHG�FKDQJHV�ZHUH�PDGH�LQ�UHVSRQVH�WR�WKH�3HQVLRQ�7DVN�)RUFH��ZKLFK�LQ�
WXUQ�ZDV�IRUPHG�LQ�UHVSRQVH�WR�FRQFHUQV�DERXW�SXEOLF�VHFWRU�SHQVLRQ�SODQV���7KH�LPSOLFDWLRQ�VHHPV�WR�EH�
WKDW�WKH�DGGLWLRQDO�UHTXLUHPHQWV�RI�WKHVH�$623V ZLOO�VRPHKRZ�SURYLGH�DFWXDULHV�ZLWK�WKH�JXLGDQFH�WKDW�LV�
QHHGHG�WR�KHOS�WKHP�DFW�LQ�D�ZD\�WKDW�OHDGV�WR�FKDQJHV�LQ�KRZ�SXEOLF�SHQVLRQ�V\VWHPV�DUH�YDOXHG��IXQGHG��
GHVLJQHG��RU�SUHVHQWHG���$V�ZH�UHIOHFW�RYHU�WKH�SDVW�GHFDGH�RU�VR��WKHUH�KDYH�EHHQ�PDMRU�VKLIWV�WKDW�KDYH�
RFFXUUHG�ZLWK�SXEOLF�UHWLUHPHQW�SODQV��

x WKH�GLVWULEXWLRQ�RI�LQYHVWPHQW�UHWXUQ�DVVXPSWLRQ�KDV�VKLIWHG�VLJQLILFDQWO\�ORZHU
x WKH�PRUWDOLW\�DVVXPSWLRQV�RI�PDQ\�V\VWHPV�KDV�PRYHG�WR�D�JHQHUDWLRQDO�PRUWDOLW\�EDVLV
x FRQWULEXWLRQ� UDWHV� IRU� HPSOR\HUV� KDYH� LQFUHDVHG� LQ�PRVW� V\VWHPV�� DQG�PHPEHUV� KDYH� LQFUHDVHG�

FRQWULEXWLRQV�LQ�PDQ\�FDVHV��DV�ZHOO
x LQ�1HEUDVND��WKH�VWDWH�DOVR�FRQWULEXWHV�WR�WKH�26(56�SODQ�DQG�WKDW�UDWH�KDV�LQFUHDVHG�RYHU�WKH�\HDUV
x EHQHILW�SURYLVLRQV�IRU�QHZ�KLUHV��DQG�IRU�IXWXUH�DFFUXDOV�ZKHUH�OHJDO��KDYH�EHHQ�UHGXFHG�RU�DGMXVWHG�

WR�VKDUH�ULVN
x FRQWULEXWLRQ�GHWHUPLQDWLRQ�PHWKRGV�KDYH�EHHQ�GHYHORSHG�WR�KHOS�PRYH�WRZDUG�IXOO\�IXQGLQJ�RQ�

JRLQJ�SODQV��ZLWK�VRPH�V\VWHPV�WDUJHWLQJ�IXQGHG�UDWLRV�LQ�H[FHVV�RI�����
x WKH�SUDFWLFH��LQDGYHUWHQWO\�SURPSWHG�E\�DFFRXQWLQJ�VWDQGDUGV��RI�DQ�RSHQ����\HDU�OHYHO�SHUFHQWDJH�

RI�SD\UROO�DPRUWL]DWLRQ�PHWKRG�DSSHDUV�WR�EH�GLVDSSHDULQJ�
x WKH�OHYHO�RI�GHWDLO�SURYLGHG�WR�ERDUG�PHPEHUV�DQG�WKH�JHQHUDO�SXEOLF�KDV�LQFUHDVHG�VLJQLILFDQWO\

7KURXJK�DOO�RI�WKLV��ZH�VHH�DFWXDULHV SOD\LQJ�D�VLJQLILFDQW�UROH�LQ�KHOSLQJ�SXEOLF�SROLF\�PDNHUV�PDNH�WKHVH�
FKDQJHV���7KLV�GRHV�QRW�VXJJHVW�WKDW�DFWXDULHV�DUH�XQVXUH�RI�ZKDW�WR�GR�DQG�QHHGLQJ�DGGLWLRQDO�JXLGDQFH��
EXW�UDWKHU�WKDW�DFWXDULHV�DUH�DEOH�WR�ZRUN�IURP�WKH�H[LVWLQJ�SULQFLSOHV�RI�WKH�$623V�WR�KHOS�DGYDQFH�WKH�
SUDFWLFH�DQG�VROYH�SUREOHPV�

:KDW�LV�QRW�FOHDU�LV�WKDW�DQ\�RI�WKHVH�SURSRVHG�FKDQJHV�ZLOO�FDXVH�ODZ�PDNHUV�WR�VXGGHQO\�UHDOL]H�WKDW�WKH\�
PXVW�PDNH�FKDQJHV�WR�SXEOLF�SROLF\�DQG�FKRRVH�SHQVLRQ�IXQGLQJ�RYHU�VFKRRO�IXQGLQJ���7KH\�PD\�EHOLHYH�
WKHLU�UROH�DV�HOHFWHG�RIILFLDOV�LV�WR�VHUYH�WKH�FLWL]HQV�ZKR�HOHFWHG�WKHP�E\�JXLGLQJ�SXEOLF�SROLF\�DQG�PDNLQJ�
WKH�FKDOOHQJLQJ�FKRLFHV�DERXW�KRZ�OLPLWHG�UHVRXUFHV�DUH�WR�EH�DOORFDWHG�WR�EHVW�VHUYH�WKH�SXEOLF�RYHU�WLPH���
$QG�WKH\�PD\�EH�ULJKW�
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7KH�%RDUG�RI�7UXVWHHV�RI� WKH�2PDKD�6FKRRO�(PSOR\HHV¶�5HWLUHPHQW�6\VWHP�ZRXOG�VWURQJO\�HQFRXUDJH�
PRUH�GHOLEHUDWLRQ�DQG�GLVFXVVLRQ�EHIRUH�LPSOHPHQWLQJ�DQ\�FKDQJHV���

������������ǡ
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