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��� 3ODQQLQJ�DQG�3URSHUW\�5LJKWV ««««««««««««« ���
����� 3ODQQLQJ�$SSOLFDWLRQ ««««««««««« ���
����� 3ORW�5DWLR�5HGXFWLRQ ««««««««««« ���
����� &RPSUHKHQVLYH�'HYHORSPHQW�$UHD�«« ���
����� 3ODQQLQJ�(QIRUFHPHQW ««««««««««« ���
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��� 7UDQVDFWLRQ�&RVWV�&RPSDULVRQ ««««««««««««« ���
��� 2YHUYLHZ�RI�WKH�6LQJZD\�&DVH ««««««««««««« ���

&KDSWHU�� 3ODQQLQJ�&DVH�6WXG\ ««««««««««««««««««« ���
��� ,QWURGXFWLRQ��««««««««««««««««««««««««««««« ���
��� :DK�<DQ�&ROOHJH��.RZORRQ ««««««««««««««««« ���
��� 3UREOHPV�RI�WKH�FXUUHQW�SODQQLQJ

DSSOLFDWLRQ�V\VWHP�LQ�+RQJ�.RQJ «««««««««« ���
����� 3ODQQLQJ�,QWHQWLRQ�«««««««««««««« ���
����� 8QGHVLUDEOH�3UHFHGHQW ««««««««««« ���
����� 7LPH�&RVW�««««««««««««««««««««««« ���

��� 5HFRPPHQGDWLRQV��«««««««««««««««««««««««««« ���
&KDSWHU�� &RQFOXVLRQ��«««««««««««««««««««««««««««« ���

��� 6XPPDU\�RI�)LQGLQJV «««««««««««««««««««««« ���
��� /LPLWDWLRQ�DQG�)XUWKHU�,QYHVWLJDWLRQ ««««« ���

$SSHQGLFHV��««««««««««««««««««««««««««««««««««««««««« ���
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&KDSWHU��
,QWURGXFWLRQ

��� %DFNJURXQG

(FRQRPLF�DQDO\VLV�RI�XUEDQ�SODQQLQJ�GLG�QRW�HPHUJH�XQWLO�
.DUO�0DU[��ZKR�VXJJHVWHG�WKDW�JRYHUQPHQW�LQWHUYHQWLRQ�ZDV
HVVHQWLDO�DV�PDUNHW�IRUFH�ZDV�LQHIILFLHQW�LQ�VROYLQJ�VRPH�
HFRQRPLF�SUREOHPV� ,Q�WKH�UHVHDUFK�RI�3URIHVVRU�$UWKXU�&��
3LJRX���������7KH�(FRQRPLFV�RI�:HOIDUH��WKH�LQWURGXFWLRQ�RI�
WKH�LGHDV�RI�H[WHUQDOLWLHV�DQG�SXEOLF�JRRGV�FRQWULEXWHG�WR�
D� SRVLWLYH� UHDVRQ� IRU� WKH� VXSSRUWHUV� RI� JRYHUQPHQW�
LQWHUYHQWLRQ�WR�WKH�ODQG�PDUNHW�ZKHUH�PDUNHW�IDLOXUH�RFFXUUHG���
6LQFH�WKHQ��WZR�VFKRROV�RI�WKRXJKW�KDYH�EHHQ�FRPSHWLQJ� 7KH�
3LJRYLDQ� SDUDGLJP� VXJJHVWHG� WKDW� YLVLEOH� KDQG� IURP� WKH
JRYHUQPHQW�ZDV�QHFHVVDU\�WR�UHFWLI\�WKH PDUNHW�IDLOXUH��ZKLOH�
WKH�&RDVLDQ�SDUDGLJP�VXJJHVWHG�WKDW�DOORFDWLRQ�RI�UHVRXUFHV�
E\�PDUNHW�ZRXOG�EH�DOZD\V�HIILFLHQW SURYLGHG�WKDW�WKH SURSHUW\�
ULJKWV�ZRXOG�EH�ZHOO�GHILQHG�DQG�WKH�WUDQVDFWLRQ�FRVWV�ZRXOG�



�

EH�]HUR� ,Q�KLV�UHVHDUFK�SDSHU�HQWLWOHG�7KH�3UREOHP�RI 6RFLDO�
&RVW��WKH�1REHO�3UL]H�:LQQHU�LQ�(FRQRPLFV��3URIHVVRU�5RQDOG�
+�� &RDVH� �������� KLJKOLJKWHG� WKH� UHFLSURFDO� QDWXUH� RI�
H[WHUQDOLWLHV�DQG�VKRZHG�WKDW�LQ�WKH�DEVHQFH�RI�WUDQVDFWLRQ�
FRVWV��WKH�IUHH�WUDGH�RI�SROOXWLRQ�ULJKWV�ZRXOG�OHDG�WR�DQ�
RSWLPDO�OHYHO�RI�SROOXWLRQ���+H GHPRQVWUDWHG�WKDW�WKH�SDUW\�
WR�ZKRP�H[FOXVLYH�SURSHUW\�ULJKWV�ZHUH�DVVLJQHG�LQ�SUREOHPV�
RI�H[WHUQDO�FRVW�GLG�QRW�QHFHVVDULO\�DIIHFW�WKH�UHVXOWLQJ�
RXWSXW� HTXLOLEULXP�� VR� WKDW H[WHUQDOLWLHV� FRXOG� EH
LQWHUQDOL]HG�

,Q�+RQJ�.RQJ��WKH�SODQQLQJ�FRQFHSW��DV�VHHQ�E\�WKH�ZULWHU��
LV�JUDGXDOO\�FKDQJHG�IURP�D�³]RQLQJ�DSSURDFK´��LQ�ZKLFK�WKH�
XVH�RI�ODQG�VKRXOG�EH�LQ�DFFRUGDQFH�ZLWK�WKH�]RQLQJ�XQGHU�WKH�
SUH�GHWHUPLQHG�SODQQLQJ�VFKHPH�ODLG�GRZQ�LQ�WKH VWDWXWRU\�
2XWOLQH�=RQLQJ�3ODQV��WRZDUGV�D�³QHJRWLDWLRQ�DSSURDFK´��LQ
ZKLFK�FKDQJH�RI�ODQG�XVH�FRXOG�EH�GRQH�WKURXJK�VHFWLRQ����
SODQQLQJ�DSSOLFDWLRQ�E\�DQ\�LQGLYLGXDOV�WR�WKH�7RZQ�3ODQQLQJ�
%RDUG� �7RZQ� 3ODQQLQJ� 2UGLQDQFH�� &DS�� ������ ZLWK� WKH�



�

LQWURGXFWLRQ�RI�QHJRWLDWLRQ�EHWZHHQ�YDULRXV�GLVFLSOLQHV�RI�
SURIHVVLRQDOV����1HJRWLDWLRQ SURFHVVHV�LQYROYHG�LQ�ODQG�XVH�
SODQQLQJ� KDYH� EHHQ� FULWLFL]HG� RI� QRQ�RSHQQHVV� DQG� ORZ�
WUDQVSDUHQF\�E\�VRPH�VFKRODUV��/DL��������/DL��������/DL��������
.ORVWHUPDQ��������6PLWK�������� WKXV�XQDYRLGDEO\�FUHDWLQJ
PXFK�XQFHUWDLQW\��UDLVLQJ�WUDQVDFWLRQ�FRVWV�LQ�WKH�PDUNHW���
+RZHYHU�VRPH�SHRSOH�EHOLHYH�WKDW�QHJRWLDWLRQ�ZRXOG�HQKDQFH�
WKH�SODQQLQJ�SURFHVV�DQG�LQFUHDVH�ODQG�YDOXHV�E\�LQWHJUDWLQJ�
WKH�PDUNHW�VLWXDWLRQ�DW�DQ�HDUO\�SODQQLQJ�VWDJH��%RRWK�������
&KDQ����������,Q WKH�OLJKW�RI�WKLV��DVVHVVLQJ�WKH�UROH�DQG�
SHUIRUPDQFH�RI�WRZQ�SODQQLQJ�LV�D�QHHG�DQG�LV�LPSRUWDQW�WR�
ERWK�SROLF\�PDNHUV�DQG�SURSHUW\�GHYHORSHUV���7KLV�LV�WKH�
REMHFWLYH�RI�WKLV�SDSHU��ZKLFK�DLPV�WR�HYDOXDWH�WKH�WZR�
WKRXJKWV�LQ�WKH�XUEDQ�SODQQLQJ�LQ�+RQJ�.RQJ�

��� 2EMHFWLYH�

7KLV�SDSHU�LV�ZULWWHQ�IRU�WKH�SXUSRVH�RI�DVVHVVLQJ�WKH�UROH�
DQG�SHUIRUPDQFH�RI�WRZQ�SODQQLQJ�LQ�+RQJ�.RQJ�IRU�ERWK�SROLF\�



�

PDNHUV�DQG�SURSHUW\�GHYHORSHUV�E\�DSSO\LQJ�WKH�WZR VFKRROV�
RI�WKRXJKWV�DERXW�WKH�HFRQRPLF�QDWXUH�RI�XUEDQ�SODQQLQJ�LQWR�
WKH�+RQJ�.RQJ FRQWH[W��WKXV�SURYLGLQJ�WKH�ZULWHU�VXIILFLHQW�
JURXQGV�WR�FRQFOXGH�ZKLFK�DSSURDFK�± WKH�³]RQLQJ�DSSURDFK´�
RU�WKH�³QHJRWLDWLRQ�DSSURDFK´�± VKRXOG�EH�DGRSWHG�LQ�WKH�
WHUULWRU\�

7KLV�UHVHDUFK�SDSHU�LV�H[SHFWHG�WR�DFKLHYH�WKH�IROORZLQJV�

�� 7R�JLYH�D�FOHDU�XQGHUVWDQGLQJ�RI�GLIIHUHQW�SDUDGLJPV�RI�
HFRQRPLF�QDWXUH RI�XUEDQ�SODQQLQJ�DQG�WR�GLVFXVV� WKH�
HFRQRPLF�UDWLRQDOH�EHKLQG�ODQG�XVH�]RQLQJ�

�� 7R� DSSO\� WKH HFRQRPLF� FRQFHSWV� RI� H[WHUQDOLWLHV��
WUDQVDFWLRQ�FRVWV DQG�SURSHUW\�ULJKWV�LQWR�XUEDQ�SODQQLQJ�

�� 7R�LGHQWLI\�WKH�PDMRU�FRPSRQHQWV�LQ�WKH�SODQQLQJ�V\VWHPV�
LQ�WKH�8QLWHG�6WDWHV�DQG�LQ�%ULWDLQ�



�

�� 7R�DQDO\]H�WKH�FXUUHQW�SODQQLQJ�FRQWURO�V\VWHP�DGRSWHG�LQ�
+RQJ�.RQJ�

�� 7R�HYDOXDWH�ZKLFK�RQH��� WKH�³]RQLQJ�DSSURDFK´�RU�WKH
³QHJRWLDWLRQ� DSSURDFK´� ± ZRXOG� UHVXOW� LQ� D� EHWWHU�
DOORFDWLRQ�RI�ODQG�UHVRXUFHV�

��� 0HWKRGRORJ\�

7KH�OLWHUDWXUH�RI�HFRQRPLF�QDWXUH RI�SODQQLQJ�ZULWWHQ�E\�
YDULRXV�VFKRODUV ZRXOG�EH�GLVFXVVHG�LQ�RUGHU�WR�XQGHUVWDQG�
ZK\� SODQQLQJ� LV� QHHGHG� RU� QRW QHHGHG� LQ� D� FRXQWU\���$�
OLWHUDWXUH� UHYLHZ� LV� FRQGXFWHG� WR� GHPRQVWUDWH� WKH� WZR�
FRQYHQWLRQDO�RSSRVLQJ�LGHDV�WRZDUGV�ODQG�XVH�UHJXODWLRQV��WKH�
3LJRX�DQG�WKH�&RDVH�WKRXJKWV� )URP�WKH�3LJRYLDQ�ZRUNV��WKH�
PHULWV�DQG�UHDVRQV�IRU�FDOOLQJ�LQWHUYHQWLRQV�LV�H[DPLQHG��
ZKLOH�WKH�UHYLHZ�RI�WKH�&RDVLDQ�OLWHUDWXUH�LV�XVHG�WR�WHOO�
D�FRPSOHWH�VWRU\�DERXW�WKH�DGYRFDF\�IRU�QRQ�LQWHUYHQWLRQ���
7KHVH�WZR�FRPSOHWHO\�GLIIHUHQW�SKLORVRSKLHV�DUH�WKHQ�WR�EH�



�

XVHG�DV�WKH�EDVLV�IRU�WKH�DQDO\VLV�RI�WKH�HIILFLHQF\�RI�WKH�
SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ

$V�XUEDQ�SODQQLQJ�LV�QRW�XQLTXH�LQ�+RQJ�.RQJ��WKLV�UHVHDUFK�
SDSHU�ZRXOG�DOVR�H[DPLQH�WKH�FXUUHQW�SODQQLQJ�SUDFWLFH�LQ�WKH�
8QLWHG�6WDWHV�DQG�%ULWDLQ�VR�DV�WR�FRPSDUH�KRZ�GLIIHUHQW�
FRXQWULHV� UHDFW� WR� GLIIHUHQW� SODQQLQJ� V\VWHPV� DQG� KRZ�
GLIIHUHQW�FRXQWULHV�LPSOHPHQW�WKHLU�SODQQLQJ�FRQFHSWV� %\�
DSSO\LQJ�WKH UHOHYDQW�HFRQRPLF�WKHRULHV�LQWR�WKH�+RQJ�.RQJ�
SODQQLQJ� FRQWH[W� DQG� FRPSDULQJ� LW� ZLWK� RWKHU� GHYHORSHG�
FRXQWULHV�� WZR� FDVH� VWXGLHV� DUH� VWXGLHG� LQ� RUGHU� WR�
GHPRQVWUDWH�WKH�VLWXDWLRQ�XQGHU�ZKLFK�SODQQLQJ�DSSURYDO�ZRXOG�
EH�JUDQWHG�XSRQ�UHTXHVWLQJ�WKH�FKDQJH�RI ODQG�XVH�

��� 2UJDQL]DWLRQ�

7KLV�GLVVHUWDWLRQ�LV�GLYLGHG�LQWR�VHYHQ�FKDSWHUV�

&KDSWHU�2QH�LV�DQ�LQWURGXFWRU\�FKDSWHU�LQIRUPLQJ�RI�WKH�
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EDFNJURXQG�LQIRUPDWLRQ�FRQFHUQLQJ�WKH�GLIIHUHQW�WKRXJKWV�RI�
SODQQLQJ�IURP�GLIIHUHQW�HFRQRPLF�VFKRODUV�DQG�WKH�FXUUHQW�
WUHQG�RI�WKH�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ� 7KH�REMHFWLYHV��
PHWKRGRORJ\�DQG�RUJDQL]DWLRQ�RI�WKH�GLVVHUWDWLRQ�DUH�DOVR�
H[SODLQHG�

,Q�&KDSWHU�7ZR��OLWHUDWXUH�LV�UHYLHZHG�RQ�ZKDW�SODQQLQJ�
LV�DQG�ZK\�LW�LV�QHHGHG� $�UHYLHZ�RI�WKH�3LJRX¶V�DQG�WKH�&RDVH¶V�
WKRXJKW�LV�SUHVHQWHG�WR�HVWDEOLVK�WKH�WKHRUHWLFDO�IUDPHZRUN�
IRU�WKH�DQDO\VLV� 7KHVH�WZR�H[WUHPH�YLHZV�±± LQWHUYHQWLRQLVP�
DQG� GHUHJXODWRU\� EHOLHI� ±± DUH� DVVHVVHG� DQG� FULWLFL]HG�
$OORFDWLRQ�RI�SURSHUW\�ULJKWV��ZLWK�LWV�DSSOLFDWLRQ�LQ�WKH
ODQG�XVH�SODQQLQJ�FRQWH[W��LV�DOVR�GLVFXVVHG�

$Q�RYHUYLHZ�RI�WKH�SODQQLQJ�V\VWHPV DGRSWHG�LQ�WKH�%ULWDLQ�
DQG�WKH�8QLWHG�6WDWHV�LV�EULHIO\�GHVFULEHG�WR�VHH�KRZ�GLIIHUHQW�
FRXQWULHV� LQ� WKH� ZRUOG� SXW� WKH� SODQQLQJ� SKLORVRSK\� LQWR�
SUDFWLFH�LQ�&KDSWHU�7KUHH� 7KH�FXUUHQW�SODQQLQJ�V\VWHP��WKH
UHVSHFWLYH� OHJLVODWLRQ�� WKH� DXWKRULW\� FRQFHUQHG� DQG� WKH�



�

SODQQLQJ�SURFHVV�LQ�+RQJ�.RQJ�LV�WKRURXJKO\�VWXGLHG�

,Q�&KDSWHU�)RXU��D�PRGHO�RI�WZR�³SXUH´�SODQQLQJ�V\VWHPV�±±
WKH�SXUH�]RQLQJ�V\VWHP�DQG�WKH�SXUH�QHJRWLDWLRQ�V\VWHP�±± DUH�
HVWDEOLVKHG�E\�WKH�DXWKRU�IRU�DQDO\VLV�DQG�FRPSDULVRQ� $�FRVW�
EHQHILW�DSSURDFK�LV�DGRSWHG�WR�LQYHVWLJDWH�WKH�PRGHO�

&KDSWHU�)LYH�SUHVHQWV�D�FRVW�EHQHILW�DQDO\VLV�RI� WKH�
FXUUHQW�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ��DV�FRPSDUHG�ZLWK�WKH�
WZR�³SXUH´�V\VWHPV�ODLG�GRZQ�LQ�WKH�SUHYLRXV�FKDSWHU�

$�SODQQLQJ�FDVH�VWXG\�±± WKH�SURSRVHG�UHGHYHORSPHQW�SURMHFW�
RI�SRUWLRQ�RI�:DK�<DQ�&ROOHJH�.RZORRQ ±± LV�H[DPLQHG�WR
HYDOXDWH�WKH�HIIHFWLYHQHVV�DQG�HIILFLHQF\�RI�WKH�FXUUHQW�
SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ�LQ�&KDSWHU�6L[�

,Q�WKH�ODVW�FKDSWHU��D�VXPPDU\�RI�ILQGLQJV�LV�VKRZQ�DQG�
WKH�OLPLWDWLRQ�RI WKH�UHVHDUFK�LV�H[DPLQHG���5RRP IRU�IXUWKHU
LQYHVWLJDWLRQ�LV�DOVR�GLVFXVVHG�
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&KDSWHU��
/LWHUDWXUH�5HYLHZ

/LWHUDWXUH�RQ�WKH�3LJRYLDQ�DQG�&RDVLDQ�WKRXJKWV�LQ�WKH
HFRQRPLF�QDWXUH�RI�SODQQLQJ��WKH�FRQFHSW�RI�SURSHUW\�ULJKWV��
WKH� FXUUHQW� SODQQLQJ� V\VWHPV� LQ� DWWHPSWLQJ� WR� HOLPLQDWH
H[WHUQDOLWLHV�LQ WKH�8QLWHG�6WDWHV�DQG�WKH�%ULWDLQ��DQG�WKH�
XUEDQ�SODQQLQJ�V\VWHP�DGRSWHG�LQ�+RQJ�.RQJ�LV�UHYLHZHG�LQ�WKLV�
FKDSWHU�

��� 0HDQLQJ�RI�3ODQQLQJ

.DUO�0DU[�ZDV�D�IDPRXV�VFKRODU�VXJJHVWLQJ�WKH�FRQFHSW�RI
&HQWUDO�3ODQQLQJ��ZKLFK�PHDQV�WKDW�WKH�JRYHUQPHQW�VKRXOG�SODQ�
DOO�DFWLYLWLHV�IRU�DQ\�LQGLYLGXDOV�LQ�D�FRXQWU\��5LPD����������
,Q�WKLV�GLVVHUWDWLRQ��ZKDW�SODQQLQJ�PHDQV�GRHV�QRW�OLH�RQ�WKLV�
GLUHFWLRQ���7KH WRSLF�RI�WKH GLVVHUWDWLRQ�LV�VR�GHVLJQHG�LQ�
VXFK�D�ZD\�WKDW ZKDW�LV�FRQYH\HG�RU�VLJQLILHG�E\�WKH�WHUP�
³SODQQLQJ´�LV�7RZQ�3ODQQLQJ��ZKLFK�LV�WKH�FRQFHSW�RI ODQG�XVH�



��

SODQQLQJ�LQ�D�FRXQWU\�GRQH�E\�WKH�JRYHUQPHQW���,Q WKH�IROORZLQJ
SDUDJUDSKV��SODQQLQJ�LV�H[SOLFLWO\�LQWHQGHG�WR�PHDQ�7RZQ�
3ODQQLQJ�

3ODQQLQJ�LV�LQWHUYHQWLRQ�ZLWK�DQ�LQWHQWLRQ�WR�DOWHU�WKH�
H[LVWLQJ�FRXUVH�RI�HYHQWV��&DPSEHOO�DQG�)DLQVWHLQ����������,W
LV�FRQFHUQHG�ZLWK�WKH�ORQJ�WHUP�GHYHORSPHQW��RU�SUHVHUYDWLRQ��
RU�DQ�DUHD�DQG�WKH�UHODWLRQVKLS�EHWZHHQ�ORFDO�REMHFWLYHV�DQG�
RYHUDOO�FRPPXQLW\�DQG�UHJLRQDO�JRDOV��&XOOLQJZRUWK��������
5\GLQ� ������� VXJJHVWHG� WKDW� SODQQLQJ� KDV� WKUHH� NH\�
FKDUDFWHULVWLFV���)LUVW� LW�LV�D�IXWXUH�RULHQWHG�DFWLYLW\���
,W�VHHNV�WR�GHYLVH�VWUDWHJLHV�ZKLFK�ZLOO�OHDG�WR�GHVLUHG�HQG�
VWDWHV���6HFRQG��LW�GHVFULEHV�D�SURFHVV�E\�ZKLFK�WKH�SXEOLF�
VHFWRU�� DW� FHQWUDO�� UHJLRQDO� DQG� ORFDO� OHYHOV�� VHHNV� WR�
LQIOXHQFH�WKH�DFWLYLWLHV�RI�ILUPV�DQG�KRXVHKROGV�WKURXJK�
JXLGDQFH��UHJXODWLRQ�DQG�LQFHQWLYHV� 7KLUG��WKH�SDUWLFXODU�
W\SH�RI�SODQQLQJ�LV�IRFXVHG�RQ�WKH SK\VLFDO�HQYLURQPHQW��EXW�
QRW� HFRQRPLF� RU� VRFLDO� SODQQLQJ���$OWKRXJK� SODQQLQJ� PD\�
LQFOXGH�VRFLDO��HQYLURQPHQWDO�RU�FXOWXUDO�SODQQLQJ��ZKDW�



��

SODQQLQJ��RU�PRUH SUHFLVHO\��WRZQ�SODQQLQJ�PHDQV�LV�D�SODQQLQJ�
RI� WKH� SK\VLFDO� HQYLURQPHQW� RI� WKH� ODQG�� ZKLFK� LV� LQ�
DVVRFLDWLRQ�ZLWK GUDZLQJV�DQG�OD\RXWV�IRU�EXLOGLQJV��VLWHV�
DQG�XUEDQ�DUHDV��DQG�LW�LV�D�GHYLVLQJ�VWUDWHJLHV�IRU�UHVKDSLQJ�
RU�SURWHFWLQJ�WKH EXLOW�DQG�QDWXUDO�HQYLURQPHQW� +H�H[SODLQHG
WKDW�WKH�JRDOV�RI�SODQQLQJ�PD\�FRYHU��WKH�UHGLVWULEXWLRQ�RI�
UHVRXUFHV�WR�GLVDGYDQWDJHG�LQQHU�FLW\�JURXSV��WKH�ORQJHYLW\�
RI�WKH�EXLOW�VWRFN��WKH�FRQVHUYDWLRQ�RI�ZLOGOLIH��RU�WKH�
HQFRXUDJHPHQW�RI�XUEDQ�GHYHORSPHQW�

+RZHYHU��*UHHG�KDG�D�GLIIHUHQW�LGHD�RQ�ZKDW�SODQQLQJ�PHDQV�
*UHHG������D��DUJXHG�WKDW�LQ�WKH�FXUUHQW�WLPHV�WRZQ�SODQQLQJ�
DSSHDUV�WR�EH�PDQ\�³SODQQLQJV´�UDWKHU�WKDQ�MXVW�RQH�³WRZQ
SODQQLQJ´���,W LV�QRW�MXVW�D�SODQQLQJ�RI�ODQG� $SDUW�IURP�
EHLQJ�FRQFHUQHG�ZLWK�WKH�UHJXODWLRQ�RI�SK\VLFDO�ODQG�XVH�DQG
GHYHORSPHQW��ZKLFK�KDV�EHHQ�LPSOHPHQWHG�WKURXJK�GHYHORSPHQW�
FRQWURO�DQG�GHYHORSPHQW�SODQ�SURFHGXUHV��WKH�VFRSH�RI�WRZQ
SODQQLQJ��DV�D�IRUP�RI�JRYHUQPHQW�LQWHUYHQWLRQ��QRW�RQO\�KDV
EHHQ�SULPDULO\�VSDWLDO�DQG�JHRJUDSKLFDO�LQ�QDWXUH��EXW�DOVR�



��

QRZDGD\V�� EHHQ� ³DVSDWLFDO´�� WKDW� LV� UHODWHG� WR� VRFLDO��
HFRQRPLFDO��HQYLURQPHQWDO�RU�FXOWXUDO�WUHQGV��LVVXHV�DQG�
SUREOHPV�

+REEV��������DJUHHG�ZLWK�ZKDW�*UHHG�SURSRVHG� +H�SRLQWHG�
RXW�WKDW�WKHUH�DUH�GLIILFXOWLHV�LQ�GHILQLQJ�WKH�UROH�RI�WRZQ�
SODQQLQJ�EHFDXVH LW�KDV�WR�FKDQJH�GUDVWLFDOO\�RYHU�WLPH���7KH�
FRQWLQXRXV� FKDQJH� KDV� WR� RFFXU� GHVSLWH� WKH� FRQVLVWHQW�
SURPRWLRQ�RI�IRUPDO�SODQQLQJ�JRDOV�WR�LPSURYH�WKH�³SXEOLF�
LQWHUHVW´�E\�VKDSLQJ�SDWWHUQV�RI�ODQG�XVH���

5\GLQ��������SURYLGHG�D�UDWLRQDOH�IRU�SODQQLQJ�FRQWURO��
ZKLFK�LV�WKH�LPSURYHPHQW�RI�WKH�XVH�DQG�GHYHORSPHQW�RI�ODQG�
LQ�WKH�SXEOLF�LQWHUHVW�ZLWK�HPSKDVLV�EHLQJ�SODFHG�XSRQ�WKH�
RSHQQHVV�RI�WRZQ�SODQQLQJ�WR�WKH�GHPDQGV�RI�WKH�JHQHUDO�SXEOLF���
3HDUFH��������PHQWLRQHG�WKDW�WKLV�FRQWURO�RYHU�GHYHORSPHQW�
FDQ�EH�FDWHJRUL]HG�LQWR�VWUDWHJLF�ODQG�XVH�DOORFDWLRQV�LQ�
WHUPV�RI�WKH�TXDQWLW\�DQG�ORFDWLRQ�RI�ODQG�IRU�GLIIHUHQW�XVHV��
DQG�WKLV�FRQWURO�LV�LQ�PRUH�GHWDLOHG�RYHU�WKH�DSSHDUDQFH��
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DUUDQJHPHQW�DQG�GHQVLW\�RI�GHYHORSPHQW��DQG�UHODWLRQV�EHWZHHQ�
XVHV�

$GDPV��������WKRXJKW�WKDW�WKH�ZHOIDUH�HFRQRPLFV�SURYLGHV�
D�UDWLRQDOH�IRU�WRZQ�SODQQLQJ� 7KLV�LGHD�ZDV�DOVR�VKDUHG�
EHWZHHQ�(YDQV���������+DUYH\���������5HDGH��������DQG�5\GLQ�
��������ZKR�EHOLHYHG�WKDW�WRZQ�SODQQLQJ�ZDV�D�ZD\�WR�UHFWLI\�
PDUNHW�IDLOXUH�DQG�UHJXODWH�YDULRXV�IRUPV�RI�H[WHUQDOLWLHV�
�7KH�LGHDV�RI�PDUNHW�IDLOXUH�DQG�H[WHUQDOLWLHV�LV�FRYHUHG�LQ
WKH�FRPLQJ�WRSLFV�DW�D�JUHDWHU�H[WHQW�� 7KH�SULQFLSOHV�RI�
ZHOIDUH�HFRQRPLFV�UHVW�RQ�WKH�QHR�FODVVLFDO�SUHVXPSWLRQ�WKDW�
JRYHUQPHQWV� VKRXOG� LQWHUYHQH� WR� DFKLHYH� LPSURYHPHQWV� LQ�
HIILFLHQF\�RU�HTXLW\�E\�UHFWLI\LQJ�PDUNHW�IDLOXUHV� 7KH�
SURSHUW\�PDUNHW�LV�VHHQ�DV�D�VSHFLDO�FDVH��D�PDUNHW�ZLWK�D
VSHFLILF�VHULHV�RI�PDUNHW�IDLOXUHV��SDUWLFXODUO\�DVVRFLDWHG�
ZLWK�H[WHUQDOLWLHV��VXFK�DV�WKH�SURYLVLRQ�RI�SXEOLF�JRRGV�DQG
LPSHUIHFW�LQIRUPDWLRQ� .HRJK��������FRQVLGHUHG�WKDW�WRZQ
SODQQLQJ�LV�VHHQ�DV�D�UHVSRQVH�WR WKHVH SUREOHPV��GHVLJQHG
WR�HQVXUH�DQ�DFFHSWDEOH�IRUP�DQG�VFDOH�RI�GHYHORSPHQW� 7KLV�
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LV�VXPPDUL]HG�E\�(YDQV������������

³)URP�D�ODQG�XVH�SODQQLQJ�IUDPHZRUN�WKH�PRVW�LPSRUWDQW�
FDXVH� RI� PDUNHW� IDLOXUH� LV� WKH� H[LVWHQFH� RI�
H[WHUQDOLWLHV�RI RQH�NLQG�RU�DQRWKHU��HLWKHU�H[WHUQDO�
HFRQRPLHV�RU�GLVHFRQRPLHV� :LWK�UHVSHFW�WR�ODQG�XVH�
LQ� DQ� XUEDQ� DUHD� H[WHUQDO� HIIHFWV� DUH� HQGHPLF���
7UDQVDFWLRQ�EHWZHHQ�RQH�SDUW\�DQG�DQRWKHU�FDQ�UDUHO\
EH�³SULYDWH´�LQ�WKH�VHQVH�WKDW�WKH\�DIIHFW�QR�RQH�QRW�
D�SDUW\�WR�WKH�WUDQVDFWLRQ���$Q\�GHYHORSPHQW�DIIHFWV�
RWKHUV��LQ�LWV�FRQVWUXFWLRQ��LWV�DSSHDUDQFH��DQG�LWV
XVH�´

5HDGH���������LQ�FRQFHUQLQJ�WKH�H[LVWHQFH�RI�H[WHUQDOLWLHV��
DUJXHG�WKDW�SODQQLQJ�PLJKW�EH�WKH�SURFHVV�RI�PD[LPL]LQJ�WKH�
DJJUHJDWH�PDUJLQ�RI�SRVLWLYH�H[WHUQDOLWLHV�RYHU�QHJDWLYH�RQHV��
E\�UHDUUDQJLQJ�ODQG�XVHV�

&DVWHOO¶V�ZRUN� VWUHVVHG�WKH�UROH� RI�WRZQ�SODQQLQJ�LQ�
OHJLWLPL]LQJ�WKH�XUEDQ�GHYHORSPHQW�SURFHVV�WKURXJK�LWV�JXLVH�
RI�UDWLRQDOLW\��WHFKQLFDO�QHXWUDOLW\�DQG�DSSDUHQW�FRQFHUQ�IRU�
WKH�SXEOLF�LQWHUHVW��&DVWHOOV�������� 7KH�SODQQLQJ�V\VWHP�ZDV�



��

XQGHUVWRRG�WR�H[LVW�LQ�RUGHU�³««�WR�VHHP�WR�EH�UHVROYLQJ�VRFLDO
FRQIOLFW�HTXLWDEO\�LQ�D�SOXUDOLVW�IUDPHZRUN�´��7KH�SODQQLQJ�
V\VWHP�KHOSHG�³««�VXVWDLQ�D�SOXUDOLVW�DQG�SDUWLFLSDWRU\�P\WK��
HVSHFLDOO\�DW�WKH�ORFDO�OHYHO««´��(GZDUG�����������

%DUWRQ��������DUJXHG�WKDW�SODQQLQJ�LV�IRU�VXVWDLQDELOLW\���
7KH�QDUURZ�YLHZ�RI�SODQQLQJ�±± DV�FRQFHUQHG�ZLWK�ODQG�XVH�SODQV�
DQG�GHYHORSPHQW�FRQWURO�±± LV�QR�ORQJHU�DGHTXDWH��LI�LW�HYHU�
ZDV����3ODQQHUV QRZ�KDYH�DQ�REOLJDWLRQ�WR�FRQVLGHU�DOO�WKH�NH\�
HQYLURQPHQWDO�UHVRXUFHV�±± HDUWK��ZDWHU��DLU�DQG�DWPRVSKHUH��
HQHUJ\� UHVRXUFHV� ±± DQG� ZRUN� ZLWK� RWKHUV� IRU� WKHLU�
VXVWDLQDELOLW\�� 7KH�JRDO�LV�DQ�LPSURYLQJ�DQG�VXVWDLQDEOH�
TXDOLW\�RI�OLIH��IRU�WKLV�DQG�ODWHU�JHQHUDWLRQV�

,Q�WKH�ORFDO�FRQWH[W��WRZQ�SODQQLQJ�LV�GHILQHG DV�WKH
SURFHVV�RI�JXLGLQJ�DQG�FRQWUROOLQJ�WKH�GHYHORSPHQW DQG�XVH
RI� ODQG�� ZLWK� WKH� DLP� RI� SURPRWLQJ� WKH� KHDOWK�� VDIHW\��
FRQYHQLHQFH�DQG�JHQHUDO�ZHOIDUH�RI�WKH�FRPPXQLW\� ,W�OLHV�RQ�
WKH� SULQFLSOH� WKDW� ³SODQQLQJ� LV� WR� HQFRXUDJH� WKH� ULJKW�



��

GHYHORSPHQW�LQ�WKH�ULJKW�SODFH�DW WKH�ULJKW�WLPH´ �3ODQQLQJ�
'HSDUWPHQW��������

$IWHU�UHYLHZLQJ YDULRXV�OLWHUDWXUHV�LQ�H[SODLQLQJ�ZKDW�
WRZQ�SODQQLQJ�LV��WKH�DXWKRU��KDYLQJ�DQ�XQGHUVWDQGLQJ�RQ�WKH�
IDFW�WKDW�GLIIHUHQW�GHILQLWLRQ�RI�WRZQ�SODQQLQJ�ZRXOG�EH
SURYLGHG�ZKHQ�LW�LV�YLHZHG�IURP�GLIIHUHQW�SHUVSHFWLYHV��ZRXOG�
OLNH�WR�JLYH�KLV�LGHD�RQ�ZKDW�WRZQ�SODQQLQJ�VKRXOG�EH� :KDW�
WKH�DXWKRU�VXJJHVWV�LV�WKDW�WRZQ�SODQQLQJ�VKRXOG�EH�D�VFKHPH�
RI�DUUDQJHPHQW�RI�ODQG�XVH�E\�WKH�JRYHUQPHQW�LQ�RUGHU�QRW�RQO\�
WR�IXOILOO�WKH�IXWXUH�GHPDQG�RI�ODQG�LQ�WKH�ORQJ�UXQ��EXW DOVR�
WR�VDWLVI\�WKH�FXUUHQW�QHHGV�RI�WKH�FRPPXQLW\�LQ�WKH�VKRUW�
UXQ�� DFFRUGLQJ� WR� D� ³PDVWHU� SODQ´� EDVHG� RQ� FDUHIXO� DQG�
FRPSUHKHQVLYH�VXUYH\V�DQG�VWXGLHV RI�SUHVHQW�FRQGLWLRQV�DQG�
WKH� SURVSHFWV� RI� IXWXUH� JURZWK� RI� WKH� PXQLFLSDOLW\�� DQG�
HPERG\LQJ�VFLHQWLILF�WHDFKLQJ�DQG�FUHDWLYH�H[SHULHQFH� 7KH�
VR�FDOOHG�³SODQ´�VKRXOG�EH�UHYLHZHG�UHJXODUO\�IRU�WKH�SXUSRVH�
RI�WU\LQJ�WR�UHIOHFW�ZKDW�WKH�SXEOLF��RU�WKH�PDUNHW�QHHGV�DW�
D� SDUWLFXODU� SHULRG� LQ� WKH� IXWXUH� :KDW� GHWHUPLQHV� WKH�
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FRQFHUQ�RI�WKH�UHJXODWLRQ�DQG�SURGXFWLRQ�RI�ODQG�XVH�SODQV�
DQG�GHYHORSPHQW�FRQWURO�DW�GLIIHUHQW�SRLQWV�RI�WLPHV�VKRXOG�
EH�DQ�LQWHJUDWLRQ�RI�QRW�RQO\�SK\VLFDO�DQG�HFRQRPLF�IDFWRUV�
RI�D�FRXQWU\��EXW�DOVR�FXOWXUDO��VRFLDO��HQYLURQPHQWDO��DV�
ZHOO�DV�SROLWLFDO�FRPSRQHQWV�RI WKH�FRPPXQLW\� 6LQFH�WKH�
DXWKRU�EHOLHYHV�WKDW��E\�XVLQJ�DQ�HFRQRPLF�DSSURDFK��WKH�FRVW
DQG�EHQHILWV�LQYROYHG�LQ�WRZQ�SODQQLQJ�FRXOG�EH�TXDQWLILHG�
DQG�EH�HDVLO\�FRPSDUHG��WKLV�GLVVHUWDWLRQ�LV�GHVLJQHG�WR�
DQDO\]H�RQ�ZKHWKHU�]RQLQJ�RU�QHJRWLDWLRQ�ZRXOG�UHVXOW�LQ�D�
PRUH�HIILFLHQW�DOORFDWLRQ�RI�ODQG�UHVRXUFHV�IURP�WKH�DVSHFWV�
RI�HFRQRPLFV�



��

��� 7UDQVDFWLRQ�&RVW�(FRQRPLFV

$IWHU�XQGHUVWDQGLQJ�ZKDW�SODQQLQJ�PHDQV��ZKHWKHU�SODQQLQJ�
LV�QHHGHG�LV�GLVFXVVHG�LQ�DQ�HFRQRPLF�VHQVH� :KHQ�WDONLQJ�
DERXW� WKH� HFRQRPLFV� RI� ODQG�XVH� SODQQLQJ�� WKHUH� DUH� WZR�
FRPSHWLQJ�SDUDGLJPV��WKH�3LJRYLDQ SDUDGLJP�DQG�WKH &RDVLDQ�
SDUDGLJP���,Q WKH�IROORZLQJ�SDUWV��WKH�LGHDV�XQGHU�WKHVH�WZR�
VFKRROV�RI�WKRXJKWV�DUH�RXWOLQHG�LQ�RUGHU�WR�KDYH�D�FOHDU�
XQGHUVWDQGLQJ�RI WKH�HFRQRPLF�QDWXUH�RI�SODQQLQJ�EHIRUH�ZH�
FRXOG�JR�RQ�WR�DQDO\]H�WKH�FXUUHQW�SODQQLQJ�V\VWHP�

����� 7KH�3LJRYLDQ�3DUDGLJP

$UJXPHQWV�RI�³IRU DQG�DJDLQVW�SODQQLQJ´�FDQ�EH�WUDFHG�EDFN�
WR�$GDP�6PLWK¶V�FRQFHSW�RI�LQYLVLEOH�KDQG��ZKLFK�HPSKDVL]HG�
LQGLYLGXDO�IUHHGRP�DQG�FRPSHWLWLYH�IRUFH�RI�WKH�PDUNHW���,W�
ZDV�EHOLHYHG�WKDW��E\�WKH QHRFODVVLFDO�HFRQRPLVWV��JRYHUQPHQW�
UHJXODWLRQ�DQG�SODQQLQJ�ZDV�LQHIILFLHQW�EHFDXVH�LW�VXSSUHVVHG�
SULYDWH� LQLWLDWLYH�� LPSHGHG� LQQRYDWLRQ� DQG� LPSRVHG�
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XQQHFHVVDU\� ILQDQFLDO� DQG� DGPLQLVWUDWLYH� EXUGHQV RQ� WKH�
HFRQRP\���(PSKDVL]LQJ�LQGLYLGXDO�IUHHGRP��UHOLDQFH�RQ�WKH
³LPSHUVRQDO´�IRUFHV�RI�WKH�PDUNHW��DQG�WKH�UXOH�RI�ODZ��WKH�
IROORZHUV�RI�$GDP�6PLWK�FDOOHG�IRU�PLQLPDO�VWDWH�LQWHUIHUHQFH�
LQ�VRFLHW\¶V�HFRQRPLF�DIIDLUV�WR�SURWHFW�LQGLYLGXDO�OLEHUW\�
DQG� SURPRWH� IUHHGRP� RI� FKRLFH� DQG� DFWLRQ� 2Q� SUDJPDWLF�
JURXQGV�WKH\�DUJXHG�WKDW�FRPSHWLWLYH�PDUNHWV�FRXOG�EH�UHOLHG
XSRQ� WR� FRRUGLQDWH� WKH� DFWLRQV� RI� LQGLYLGXDOV� SURYLGH�
LQFHQWLYHV�WR�LQGLYLGXDO�DFWLRQ��DQG�VXSSO\�WKRVH�JRRGV�DQG�
VHUYLFHV�WKDW�VRFLHW\�ZDQWV��LQ�WKH�TXDQWLWLHV�LW�GHVLUHV��
DW�WKH�SULFHV�LW�LV�ZLOOLQJ�WR�SD\��.ORVWHUPDQ�������� +RZHYHU��
WKLV�³DJDLQVW�SODQQLQJ´�EHOLHI�ZDV�FKDOOHQJHG�E\�3LJRYLDQ�
FRQFHSW�RI�VRFLDO�FRVW�DQG�H[WHUQDOLWLHV�

7KH�3LJRYLDQ�LGHD�ZDV�RULJLQDWHG�IURP�WKH�UHVHDUFK�RI�
3URIHVVRU $UWKXU�&��3LJRX� ,Q�KLV�WKHVLV�7KH�(FRQRPLF�RI�
:HOIDUH ��������WKH�LQWURGXFWLRQ�RI�WKH�LGHDV�RI�H[WHUQDOLWLHV�
DQG�SXEOLF�JRRGV�FRQWULEXWHG�WR�D�SRVLWLYH�UHDVRQ�IRU�WKH�
VXSSRUWHUV�RI�JRYHUQPHQW�LQWHUYHQWLRQ�WR�WKH�ODQG�PDUNHW�ZKHUH�



��

PDUNHW�IDLOXUH�RFFXUUHG�

������� ([WHUQDOLWLHV�DQG�6RFLDO�&RVWV

6RFLDO� FRVW� PHDVXUHV� WKH� YDOXH� RI� WKH� KLJKHVW�YDOXHG�
DOWHUQDWLYH�XVHV�RI�WKH�UHVRXUFHV�DYDLODEOH�WR�WKH�ZKROH�
VRFLHW\� �.OHLQ�� ������ ,Q� WKH� FLUFXPVWDQFHV� ZKHUH� WKH�
HTXLOLEULXP�EHWZHHQ�WKH�VRFLDO�FRVWV�DQG�WKH�VRFLDO�EHQHILWV�
GRHV�QRW�HTXDO�WR�WKH�HTXLOLEULXP EHWZHHQ�WKH�SULYDWH�FRVWV�
DQG�WKH�SULYDWH�EHQHILWV��WKDW�PHDQV�WKHUH�LV�D�GLYHUJHQFH�
EHWZHHQ�SULYDWH�DQG�VRFLDO�FRVWV��H[WHUQDOLWLHV�DULVH�VXFK
WKDW�WKH�VRFLHW\�KDV�WR��LQ�WKH�FDVH�RI�QHJDWLYH�H[WHUQDOLW\��
EHDU� FRVWV� LQYROXQWDULO\�� RU� LQ� WKH� FDVH� RI� SRVLWLYH�
H[WHUQDOLW\��JDLQ�EHQHILWV�ZLWKRXW�WKH�QHHG�WR�SD\ IRU�WKH
FRPSHQVDWLRQ�LQ�UHWXUQ��GXH�WR�LQGLYLGXDO�DFWLRQV�ZKLFK�DUH�
PDGH�ZLWKRXW�WDNLQJ�FRQVLGHUDWLRQ�RI�WKH�FRVWV�DQG�EHQHILWV�
RI�WKH�VRFLHW\��6DPXHOVRQ����������7KLV�PDUNHW�LQHIILFLHQF\�
LV�DQ�LQGLFDWLRQ�RI�PDUNHW�IDLOXUH��3LJRX���������ZKLFK�PHDQV�
WKDW�WKH�PDUNHW�LV�QRW�IXQFWLRQLQJ�ZHOO� 7\SLFDO�H[DPSOH�RI�
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QHJDWLYH�H[WHUQDOLWLHV�LV�SROOXWLRQ��LQ�ZKLFK�WKH�VRFLHW\�KDV�
WR�EHDU�WKH�FRVW�RI�SROOXWLRQ��VXFK�DV�PHGLFDO�WUHDWPHQW�RU�
DQWL�SROOXWLRQ� PHDVXUHV�� LPSRVHG� E\� WKH� LQGLYLGXDO� ZKR�
FUHDWHV�WKH�SROOXWLRQ�DQG�LV�QRW�UHTXLUHG�WR�SD\�IRU��DOO�FRVWV
RI��LW� 2QH�H[DPSOH�RI�QHJDWLYH�H[WHUQDOLWLHV�TXRWHG�LQ�
3LJRX¶V�DUWLFOH��������ZDV�WKH�EXUQW�ZRRGV�FDXVHG�E\�VSDUNV�
HPLWWHG�IURP�DQ�HQJLQH�RI�UDLOZD\�QHDUE\��LQ�ZKLFK�WKH�VRFLHW\�
FRXOG�QRW�EXW�DFFHSW�WKH�FRVW�RI�ORVLQJ�WKH�ZRRGV��ZKLFK�ZDV�
GXH�WR�LQGLYLGXDO�DFWLRQV���([WHUQDOLWLHV�GR�QRW�RQO\�H[LVW�
LQ�WKH�IRUP�RI�QHJDWLYH�RQHV� 7KH�FRQVWUXFWLRQ�RI�0DVV�7UDQVLW�
5DLOZD\�QHDU�WKH SUHPLVH�RI�WKH�RQH�ZKR�LV�QRW�UHTXLUHG�WR�
SD\�WKH�WRWDO�FRVW�RI�LW�FRQWULEXWHV�SRVLWLYH�H[WHUQDOLWLHV�
WR� WKLV� LQGLYLGXDO� $QRWKHU� H[DPSOH� RI SRVLWLYH�
H[WHUQDOLWLHV� ZDV� TXRWHG� LQ� /DL� ���������³«« ZKHUH� WKH�
EHQHILWV�SURGXFHG E\�RQH�SDUW\�DUH�FDSWXUHG�E\�DQRWKHU�ZLWKRXW�
FRPSHQVDWLRQ��VXFK�DV�D�URVH�JDUGHQ�ZKLFK�LV�IUHHO\�ORRNHG�
DW�E\�SDVVHUV�E\��««´ 1R�PDWWHU�ZKLFK�IRUP�WKH�H[WHUQDOLWLHV�
DUH��DFFRUGLQJ�WR�WKH�3LJRYLDQ�HFRQRPLFV��VXFK�XQFRPSHQVDWHG�
FRVWV�RU�XQSDLG�EHQHILWV�ZRXOG�UHVXOW�LQ�HFRQRPLF�LQHIILFLHQF\�
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DQG�OHDG�WR�PDUNHW�IDLOXUH��ZKHUH�LW�IDLOV�WR�HTXDWH�WKH�
PDUJLQDO�VRFLDO�EHQHILWV�DQG�PDUJLQDO�VRFLDO�FRVWV�VLQFH�WKH
PDUNHW� FRXOG� RQO\� UHVSRQG� WR� SULYDWH� FRVWV� DQG� SULYDWH�
EHQHILWV���

,Q�RUGHU�WR�UHFWLI\�WKH�PDUNHW�IDLOXUH�LQGXFHG�E\�WKH
SUHVHQFH�RI�H[WHUQDOLWLHV��DQG�GXH�WR�WKH�IDFW�WKDW�WKH�PDUNHW�
LV�QRW�DEOH�WR�UHJXODWH�WKH�VDLG�LVVXH�LWVHOI��3LJRX��������
DUJXHG�WKDW�JRYHUQPHQW�LQWHUYHQWLRQ�PXVW�EH�LPSRVHG�

$�VWRU\�RI�WZR�URDGV�DV�DQ�H[DPSOH�WR�VKRZ�WKDW�JRYHUQPHQW�
LQWHUYHQWLRQ�LV QHHGHG�WR�UHFWLI\�WKH�PDUNHW�IDLOXUH�ZDV�
UDLVHG�LQ�3LJRX¶V�7KH�(FRQRPLFV�RI�:HOIDUH �������

³6XSSRVH�WKHUH�DUH�WZR�URDGV�$%'�DQG�$&'�ERWK�OHDGLQJ�
IURP�$�WR�'���,I�OHIW�WR�LWVHOI��WUDIILF�ZRXOG�EH�VR�
GLVWULEXWHG�WKDW�WKH�WURXEOH�LQYROYHG�LQ�GULYLQJ�D�
³UHSUHVHQWDWLYH´�FDUW�DORQJ�HDFK�RI�WKH�WZR�URDGV�
ZRXOG�EH�HTXDO� %XW��LQ�VRPH�FLUFXPVWDQFHV��LW�ZRXOG
EH�SRVVLEOH��E\�VKLIWLQJ�D�IHZ�FDUWV�IURP�URXWH�%�WR�
URXWH�&��JUHDWO\�WR�OHVVHQ�WKH�WURXEOH�RI�GULYLQJ�WKRVH�
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VWLOO�OHIW�RQ�%��ZKLOH�RQO\�VOLJKWO\�LQFUHDVLQJ�WKH�
WURXEOH�RI�GULYLQJ�DORQJ�&� ,Q�WKHVH�FLUFXPVWDQFHV�
D�ULJKWO\�FKRVHQ�PHDVXUH�RI�GLIIHUHQWLDO�WD[DWLRQ�
DJDLQVW�URDG�%�ZRXOG�FUHDWH�DQ�³DUWLILFLDO´�VLWXDWLRQ�
VXSHULRU�WR�WKH ³QDWXUDO´�RQH� %XW�WKH�PHDVXUH�RI�
GLIIHUHQWLDWLRQ�PXVW�EH�WLJKWO\�FKRVHQ�´

7KH�FRQYHQWLRQDO�3LJRYLDQ�VROXWLRQ�WR�WKH�SUREOHP�LV�WR�
SDVV�D�ODZ��ZKLFK�PD\�EH�LQ�WKH�IRUP�RI�WD[DWLRQ��LQFHQWLYH�
VXEVLG\��SURGXFWLRQ�TXRWD�V\VWHP�RU�UHJXODWLRQ� DVVLJQLQJ�
VRPH�JRYHUQPHQW�DJHQFLHV�WR�UHJXODWH�SULYDWH�ILUPV�FUHDWLQJ�
WKH�SUREOHPV��3LJRX��������

������� 3XEOLF�*RRGV

7KH�WHUP�³SXEOLF�JRRGV´�GLG�QRW�DULVH�XQWLO�3DXO�6DPXHOVRQ�
ZKR�DUJXHG�WKDW� E\�PDUNHW�PHFKDQLVP��VXIILFLHQW�DPRXQW�RI�
WKH�JRRGV�ZRXOG�QRW�EH�VXSSOLHG�LI�WKH�JRRGV�ZHUH�SXEOLF�JRRGV�
WKH�FRQVXPSWLRQ�RI�ZKLFK�E\�DQ\�RQH�SHUVRQ�GLG QRW�UHGXFH�WKH�
DPRXQW�DYDLODEOH�IRU�WKH�RWKHUV�IRU�WKH�UHDVRQ�WKDW�LW�FRXOG�
EH�FRQVXPHG�FRQFXUUHQWO\�E\�PDQ\�LQGLYLGXDOV�VLPXOWDQHRXVO\�
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7KHUH�ZRXOG�EH�QR�LQFHQWLYH��LQ�VXFK�D�FDVH��IRU�D�IUHH�PDUNHW�
WR�SURYLGH�DGHTXDWH�DPRXQW��RU�QRQH�DW�DOO��RI�WKH�SXEOLF�JRRGV���
.ORVWHUPDQ��������JDYH�D�SUHFLVH�GHILQLWLRQ�RI�SXEOLF�JRRGV��
ZKLFK�LV�³MRLQWHG´�RU�³QRQULYDOURXV´��WKH�JRRGV��RQFH�SURGXFHG��
FDQ�EH�HQMR\HG�VLPXOWDQHRXVO\�E\�PRUH�WKDQ�RQH�SHUVRQ���DQG�
EHLQJ� ³QRQH[FOXGDELOLW\´� RU� ³QRQDSSURSULDELOLW\´� �LW� LV�
GLIILFXOW�RU�HYHQ�LPSRVVLEOH�WR�DVVLJQ�ZHOO�GHILQHG�SURSHUW\�
ULJKWV�RU�UHVWULFW�FRQVXPHU�DFFHVV���7\SLFDO�H[DPSOHV�DUH�
VWUHHWODPSV��URDGV�DQG�EULGJHV� $FFRUGLQJ�WR�WKH�3LJRYLDQ�
WKRXJKW���������EHLQJ�WKH�QDWXUH�RI�FRQFXUUHQW�FRQVXPSWLRQ�
RI�SXEOLF�JRRGV��WKH�FRQVXPHUV��ZKR�DFWXDOO\�KDYH�D�GHPDQG�
IRU�WKH�JRRGV��WU\�WR�SUHWHQG�WR�KDYH�QR�LQWHUHVW�LQ�WKHP��
VR�WKDW�WKH\�FDQ�HVFDSH�WKH�OLDELOLWLHV�WR�SD\�IRU�LW�DQG�HQDEOH�
WKHPVHOYHV�WR�EH�³IUHH�ULGHUV´� 7KH�PDUNHW�ZRXOG�QRW�SURYLGH�
WKLQJV� IUHH� RI FKDUJH���,W UHVXOWV� WR� WKH� LQVXIILFLHQW�
SURYLVLRQ�RI�WKH�SXEOLF�JRRGV��OHDGLQJ�WR�PDUNHW�IDLOXUH���
6LPLODU�DUJXPHQWV�FDQ�EH�PDGH�IRU�WKH�SURYLVLRQ�RI�HGXFDWLRQ�
SXEOLF�KHDOWK�SURJUDPV��WUDQVSRUWDWLRQ�IDFLOLWLHV��DQG�SROLFH�
DQG�ILUH�SURWHFWLRQ��ZKLFK�VLPXOWDQHRXVO\�EHQHILW�SDUWLFXODU�
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LQGLYLGXDOV�DQG�SURYLGH�VKDUHG��QRQUDWLRQDEOH�EHQHILWV�WR�WKH�
VRFLHW\�DV�D�ZKROH�

5DWFOLIIH�DJUHHG�ZLWK�ZKDW�3LJRX�VXJJHVWHG� ,Q�KLV�ERRN��
$Q� ,QWURGXFWLRQ� WR� 7RZQ� DQG� &RXQWU\� 3ODQQLQJ� �������� KH�
SRLQWHG�RXW�WKDW�

³««�ODLVVH]�IDLUH�FDQ�DOO�WRR�RIWHQ�EUHHG�ZDVWH� 7KH�
SULYDWH�GHYHORSHU�VHHNLQJ�WR�PD[LPL]H�KLV�SHUVRQDO�
SURILW� IUHTXHQWO\� QHJOHFWV� WKH� SURYLVLRQ� RI� ERWK�
VRFLDO�VHUYLFHV�DQG�SXEOLF�XWLOLWLHV�««´

2QH�SRLQW�VKRXOG�EH�QRWHG�LV�WKDW�WKH�LGHD�RI�SXEOLF�JRRGV�
LV�DOVR�JHQHUDOO\�DFFHSWHG�E\�WKH�SODQQHUV�DQG�WKLV��WRJHWKHU�
ZLWK�WKH�SUREOHP�RI�H[WHUQDOLWLHV��FRQWULEXWH�WR�WKH�UDWLRQDOH�
RI�WKH�LQWHUYHQWLRQ�RI�WKH�ORFDO�JRYHUQPHQW�LQ�WKH�ODQG�XVH�
SODQQLQJ��LQ�ZKLFK�WKH�JRYHUQPHQW�WULHV�WR�UHVHUYH ODQG�IRU�
FRPPXQLW\�IDFLOLWLHV��WKURXJK�SODQQLQJ�UHJXODWLRQV��LQ�RUGHU�
WR�IDFLOLWDWH�WKH�SURGXFWLRQ�RI�VXIILFLHQW�DPRXQW�RI�SXEOLF�
JRRGV�DQG�WR�HOLPLQDWH�WKH�H[WHUQDOLWLHV�ZKLFK�ZRXOG�RWKHUZLVH�
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EH�FUHDWHG�

������� $SSOLFDWLRQ�RI�3LJRX¶V�7KRXJKW�LQ�7RZQ�3ODQQLQJ�

,Q�WKH�DERYH�3LJRX¶V�³WZR�URDGV´�H[DPSOH�VWDWHG�LQ 3DUW�
��������� WKH� JRYHUQPHQW� LQWHUYHQWLRQ� LV� LQ� WKH� IRUP� RI
LPSOHPHQWLQJ�D�WD[DWLRQ�V\VWHP� :KHQ�WKH�LQWHUYHQWLRQ�LV�SXW�
LQWR�WKH�ODQG�XVH�SODQQLQJ�FRQWH[W��LW�DSSHDUV�LQ�WKH�IRUP�
RI�UHJXODWLRQ� )RU�H[DPSOH��VXSSRVH�WKHUH�LV�D�IDFWRU\�ZKLFK�
FUHDWHV�SUREOHPV�RI�DLU�SROOXWLRQ�WR�WKH�QHDUE\�UHVLGHQWLDO�
EORFNV���7KH UHVLGHQWV�DV�D�UHVXOW�KDYH�JRW�D�SRRU�KHDOWK�DQG�
KDYH�WR�SD\�IRU�PHGLFDO�WUHDWPHQW�RU�DQWL�SROOXWLRQ�PHDVXUHV���
6XFK�ODQG�XVH�DUUDQJHPHQW��ZLWK�WKH�LPSRVLWLRQ�RI�]RQLQJ�
UHJXODWLRQV��VD\��DQ�LQWURGXFWLRQ�RI�D�EXIIHU�]RQH��FRXOG EH�
DYRLGHG�VR�WKDW�WKH�HIIHFW�RI�DLU�SROOXWLRQ�FUHDWHG�E\�WKH�
IDFWRU\�WR�WKH�UHVLGHQWV�FRXOG�EH�PLQLPL]HG� 7KLV�NLQG�RI�
SODQQLQJ�UHJXODWLRQ��� ]RQLQJ�±± LV�WKH�WDFWLF�WKDW�WKH�ORFDO�
JRYHUQPHQW�LV�XVLQJ�LQ�WDFNOLQJ�WKH�H[WHUQDOLWLHV��ZKLFK�OLHV�
RQ�WKH�3LJRYLDQ�SULQFLSOH�RI�SODQQLQJ�
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/DL��������VXJJHVWHG�WKDW�]RQLQJ�KDV�WKUHH�NH\�REMHFWLYHV��
QDPHO\��D��WR�VHSDUDWH�LQFRPSDWLEOH�XVHV��ZKLFK�JHQHUDWH�
QHJDWLYH�H[WHUQDOLWLHV�ZKLFK�KDUP�HDFK�RWKHU���E��WR�LQWHJUDWH�
FRPSDWLEOH�XVHV��ZKLFK�JHQHUDWH SRVLWLYH�H[WHUQDOLWLHV�VR
WKDW�WKH\�DUH�PXWXDOO\�EHQHILFLDO��DQG��F��WR�LQWHUMHFW�SXEOLF�
JRRGV�OLNH�URDGV�DQG�RSHQ�VSDFH�LQ�VXLWDEOH�ORFDWLRQV� ,Q�
/DL¶V�SDSHU��7KH�(FRQRPLFV RI�/DQG�8VH�=RQLQJ ���������������
KLV� H[DPSOH� LV� EHVW� XVHG� IRU� WKH� LOOXVWUDWLRQ� RI� WKH�
LPSOHPHQWDWLRQ�RI�WKH�3LJRYLDQ¶V�FRQFHSW�LQ�WRZQ�SODQQLQJ�

³««�&RQVLGHU�WKUHH�FODVVHV�RI�DFWLYLWLHV��LQGXVWULDO��
UHVLGHQWLDO�DQG�FRPPHUFLDO��,Q�WKH�DEVHQFH�RI�SODQQLQJ��
ZH�PD\�LPDJLQH�D�³SRVVLEOH�ZRUOG´�RU�³QDWXUDO�VWDWH´�
RI�UDQGRP�GLVWULEXWLRQ�RI�VXFK�DFWLYLWLHV�««�/DQG�XVH�
SODQQLQJ�LV�PHDQW�WR�SUHYHQW�WKLV�QDWXUDO�VWDWH�RI�
UDQGRP�ODQG�XVHV��DQG�KHQFH�DVVRFLDWHG�FKDRV��IURP�
RFFXUULQJ���=RQLQJ LV�FRQFHSWXDOO\�D�WZR�VWHS�SURFHVV���
)LUVW�� DFWLYLWLHV� DUH� JURXSHG� LQWR� FODVVHV�� L�H��
ODQG�XVH� ]RQHV�� ZKLFK� DUH� JLYHQ� FHUWDLQ� LGHQWLW\�
ODEHOV�OLNH�³LQGXVWULDO��,�´��³UHVLGHQWLDO��5�´�DQG�
³FRPPHUFLDO��&�´ ««�6HFRQGO\��VXFK ODQG�XVH�]RQHV�DUH�
UDWLRQDOO\�DUUDQJHG�LQ�VSDWLDO�WHUPV�RQ�D�]RQLQJ�SODQ�
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ZLWK� WKH� SXUSRVH� RI� SUHYHQWLQJ� XVHV� ZKLFK� DUH�
FRQVLGHUHG�LQFRPSDWLEOH�IRU�LQWHUIHULQJ�ZLWK�HDFK�
RWKHU���8VHV ZKLFK�DUH�FRQVLGHUHG�PXWXDOO\�EHQHILFLDO�
DQG�KHQFH�FRPSDWLEOH��DV�LQ�WKH�FDVH�RI�UHVLGHQWLDO�
DQG�FRPPHUFLDO��IRU�LQVWDQFH��DUH�SXW�VLGH�E\�VLGH�««�
7KH�LQGXVWULDO�]RQH�LV�VHJUHJDWHG�IURP�WKH UHVLGHQWLDO�
]RQH�LQ�WKH�XSZLQG�GLUHFWLRQ�ZLWK�D�FRPPHUFLDO�]RQH�
DV�D�EXIIHU��ZLWK�WKH�REMHFWLYH�RI�PLQLPL]LQJ�WKH�
HQYLURQPHQWDO�QXLVDQFH�RI�WKH�LQGXVWULDO�]RQH�««�,W�
LV�HDV\�WR�LQWURGXFH�D�³SXEOLF�JRRG´�DUJXPHQW�IRU�
]RQLQJ�DV�ZHOO��]RQLQJ�LV�D�PHDQV�E\�ZKLFK�WKH�WRZQ�
SODQQHU�UHVHUYHV�DGHTXDWH�ODQG�LQ�VXLWDEOH�ORFDWLRQV�
IRU�GHYHORSPHQW�RI��VD\��RSHQ�VSDFH��]RQHG�³2´�� ,Q�
DGGLWLRQ��URDGV�DQG�PDVV�WUDQVLW�UDLOZD\V�DUH�DOVR�
WUHDWHG�DV�SXEOLF�JRRGV�««�WKH�SODQQHU�DOVR�VHHNV�WR�
UHVHUYH�ODQG�YLD�]RQLQJ�RU�UHTXLUH�SODQQLQJ�FRQGLWLRQV�
IRU�XVHV�VXFK�DV�RSHQ�VSDFH�DQG�QDWXUDO�KDELWDW�ZKLFK�
SURGXFH�SRVLWLYH�H[WHUQDOLWLHV�´
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����� 7KH�&RDVLDQ�3DUDGLJP

(YHQ� WKRXJK� WKH� 3LJRYLDQ� HFRQRPLFV� SURYLGHG� D�
MXVWLILFDWLRQ�IRU�SODQQLQJ�LQ�WKH�ZD\�RI�PDUNHW�IDLOXUH��WKH�
VRFLDO�FRVW�FDXVHG�E\�H[WHUQDOLWLHV�DQG�WKH�QHHG�IRU�WKH�
JRYHUQPHQW�WR�SURYLGH�SXEOLF�JRRGV�ZHUH�VWLOOHG�TXHVWLRQHG�
E\�WKH�SURSHUW\ ULJKWV�HFRQRPLVWV� ,Q�WKH�UHVHDUFK�SDSHU�
HQWLWOHG�7KH�3UREOHP�RI�6RFLDO�&RVW ��������WKH�1REHO�3UL]H�
:LQQHU� LQ� (FRQRPLFV�� 3URIHVVRU� 5RQDOG� +�� &RDVH�� UHIXWHG
3LJRYLDQ�WKHRUL]DWLRQ�RI�VRFLDO�FRVWV���&RDVH�UHYHDOHG�WKDW�
3LJRX¶V�DQDO\VLV RI�VRFLDO�FRVWV�LJQRUHG�WKH�LPSRUWDQFH�RI�
WUDQVDFWLRQ�FRVWV�DQG�SULYDWH�SURSHUW\�ULJKWV�

������� 0HDQLQJ�RI�7UDQVDFWLRQ�&RVW

&RDVH��������JDYH�ZKDW�WUDQVDFWLRQ�FRVWV�PHDQ�LQ�KLV�IDPRXV
SDSHU�7KH�3UREOHP�RI�6RFLDO�&RVW��

³,Q�RUGHU�WR�FDUU\�RXW�D�PDUNHW�WUDQVDFWLRQ�LW�LV
QHFHVVDU\�WR�GLVFRYHU�ZKR�LW�LV�WKDW�RQH�ZLVKHV�WR�GHDO�
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ZLWK��WR�LQIRUP�SHRSOH�WKDW�RQH�ZLVKHV�WR�GHDO�DQG�RQ�
ZKDW�WHUPV��WR�FRQGXFW�QHJRWLDWLRQV�OHDGLQJ�XS�WR�D
EDUJDLQ��WR�GUDZ�XS�WKH�FRQWUDFW��WR�XQGHUWDNH�WKH�
LQVSHFWLRQ�QHHGHG�WR�PDNH�VXUH�WKDW�WKH�WHUPV�RI�WKH�
FRQWUDFW� DUH� EHLQJ� REVHUYHG�� DQG� VR� RQ�� 7KHVH�
RSHUDWLRQV�DUH�RIWHQ�H[WUHPHO\�FRVWO\��VXIILFLHQWO\�
FRVWO\�DW�DQ\�UDWH�WR�SUHYHQW�PDQ\�WUDQVDFWLRQV�WKDW�
ZRXOG�EH�FDUULHG�RXW�LQ�D�ZRUOG�LQ�ZKLFK�WKH�SULFLQJ�
V\VWHP�ZRUNHG�ZLWKRXW�FRVW�´

6WHYHQ� &KHXQJ� 1�6�� �������� LQ� KLV� HVVD\�� (FRQRPLF�
RUJDQL]DWLRQ� DQG� WUDQVDFWLRQ� FRVWV�� JDYH� RXW D� ZLGHU
GHILQLWLRQ�RI�WUDQVDFWLRQ�FRVW�WKDQ�ZKDW�&RDVH�VXJJHVWHG�

³,Q�WKH�EURDGHVW�VHQVH�WUDQVDFWLRQ�FRVWV�HQFRPSDVV�DOO�
WKRVH�FRVWV�WKDW�FDQQRW�EH�FRQFHLYHG�WR�H[LVW�LQ�D
5RELQVRQ�&UXVRH�HFRQRP\�ZKHUH�QHLWKHU�SURSHUW\�ULJKWV��
QRU�WUDQVDFWLRQV��QRU�DQ\�NLQG�RI�HFRQRPLF�RUJDQL]DWLRQ
FDQ�EH�IRXQG� 7KLV�EUHDGWK�RI�GHILQLWLRQ�LV�QHFHVVDU\�
EHFDXVH� LW� LV RIWHQ� LPSRVVLEOH� WR� VHSDUDWH� WKH�
GLIIHUHQW�W\SHV�RI�FRVW� 6R�GHILQHG��WUDQVDFWLRQ�FRVWV�
PD\�WKHQ�EH�YLHZHG�DV�D�VSHFWUXP�RI�LQVWLWXWLRQDO�FRVWV
LQFOXGLQJ�WKRVH�RI�LQIRUPDWLRQ��RI�QHJRWLDWLRQ��RI�
GUDZLQJ�XS�DQG�HQIRUFLQJ�FRQWUDFWV��RI�GHOLQHDWLQJ�DQG�
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SROLFLQJ�SURSHUW\�ULJKWV��RI�PRQLWRULQJ�SHUIRUPDQFH��
DQG�RI�FKDQJLQJ�LQVWLWXWLRQDO�DUUDQJHPHQWV���,Q�VKRUW��
WKH\�FRPSULVH�DOO WKRVH�FRVWV�QRW�GLUHFWO\�LQFXUUHG�LQ�
WKH�SK\VLFDO�SURFHVV�RI�SURGXFWLRQ���$SSDUHQWO\�WKHVH�
FRVWV�DUH�ZHLJKW\�LQGHHG��DQG�WR�WHUP�WKHP�³WUDQVDFWLRQ�
FRVWV´�PD\�EH�PLVOHDGLQJ�EHFDXVH�WKH\�PD\�ORRP�ODUJH�
HYHQ� LQ� DQ� HFRQRP\� ZKHUH� PDUNHW� WUDQVDFWLRQV� DUH�
VXSSUHVVHG��DV�LQ�D�FRPPXQLVW�VWDWH�´

7KHUHIRUH��WUDQVDFWLRQ�FRVWV�UHIHU�WR�WKH�FRVWV�LQFXUUHG�
LQ�D�WUDQVDFWLRQ��ZKLFK�PD\�LQFOXGH�FRVWV�RI�LQIRUPDWLRQ��
FRVWV� RI� QHJRWLDWLRQ�� FRVWV� RI� GUDZLQJ� XS� DQG� HQIRUFLQJ�
FRQWUDFWV�DQG�FRVWV�RI�HVWDEOLVKLQJ�SURSHUW\�ULJKWV�HWF�

������� 7KH�&RDVH�7KHRUHP

,Q�/DL¶V�UHVHDUFK���������ZKDW�&RDVH�VXJJHVWHG�ZDV�WKDW�
WKH� LPSRVLWLRQ� RI� SODQQLQJ� UHJXODWLRQV� PLJKW� QRW� RQO\�
DWWHQXDWH�SULYDWH�SURSHUW\�ULJKWV��EXW�PLJKW�DOVR�LQFUHDVH�
WKH� FRVWV� RI� WUDQVDFWLRQ���&RDVH� ������� KLJKOLJKWHG� WKH�
UHFLSURFDO�QDWXUH�RI�H[WHUQDOLWLHV�DQG�VKRZHG�WKDW�LQ�WKH�
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DEVHQFH�RI�WUDQVDFWLRQ�FRVWV��LQFOXGLQJ�LQIRUPDWLRQ�FRVWV��
EDUJDLQLQJ� FRVWV�� FRVWV� IRU HQIRUFHPHQW�� FRVWV� IRU
QHJRWLDWLRQ�HWF���WKH�IUHH�WUDGH�RI�SROOXWLRQ�ULJKWV�ZRXOG�
OHDG�WR�DQ�RSWLPDO�OHYHO�RI�SROOXWLRQ� +H�GHPRQVWUDWHG�WKDW�
WKH�SDUW\�WR�ZKRP�H[FOXVLYH SURSHUW\�ULJKWV�ZHUH�DVVLJQHG�LQ�
SUREOHPV�RI�H[WHUQDO�FRVW�GLG�QRW�QHFHVVDULO\�DIIHFW�WKH�
UHVXOWLQJ�RXWSXW�HTXLOLEULXP�

7KH�WHUP�³&RDVH�7KHRUHP´�ZDV�QRW�FODLPHG�E\�&RDVH�KLPVHOI��
LW�ZDV�LQYHQWHG E\�6WLJOHU��&KHXQJ�������� &KHXQJ��������
LGHQWLILHG�WKUHH�YHUVLRQ�RI�&RDVH�7KHRUHP���7KH ILUVW�LV�IRXQG�
LQ�&RDVH¶V�SDSHU�RQ�WKH�)HGHUDO�&RPPXQLFDWLRQV &RPPLVVLRQ
��������

³7KH�GHOLQHDWLRQ�RI�ULJKWV�LV�DQ�HVVHQWLDO�SUHOXGH�WR�
PDUNHW�WUDQVDFWLRQV�´

&RDVH�DUJXHG�WKDW�FOHDU�GHOLPLWDWLRQ�RI�ULJKWV�DQG�ORZ�
HQRXJK� WUDQVDFWLRQ� FRVWV� DUH� SUHUHTXLVLWHV� WR� PDUNHW�
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WUDQVDFWLRQV�

$�VHFRQG�YHUVLRQ�RI�WKH�&RDVH�7KHRUHP�LV�GHGXFHG�IURP
&RDVH¶V�SDSHU��WKH�3UREOHP�RI�6RFLDO�&RVWV ���������,W�VWDWHG�
WKDW�LI�SURSHUW\�ULJKWV�DUH�FOHDUO\�GHOLQHDWHG�DQG�LI�DOO�FRVWV�
RI�WUDQVDFWLRQV�DUH�]HUR��WKHQ�UHVRXUFH�XVH�ZLOO�EH�WKH�VDPH�
UHJDUGOHVV�RI�ZKR�RZQV�WKH�SURSHUW\�ULJKWV�

,Q�&KHXQJ¶V�DQDO\VLV���������ZKDW�&RDVH¶V�PDLQ�FRQFHUQ�ZDV�
WKDW��VXEMHFW�WR�WKH�FRQVWUDLQWV�WKDW�SURSHUW\�ULJKWV�DUH�
FOHDUO\� GHILQHG� DQG� DOO� WUDQVDFWLRQ� FRVWV� DUH� ]HUR�� WKH�
DJJUHJDWH �UHQWDO��YDOXH�RI�WKH�UHVRXUFHV�LQYROYHG�ZLOO�EH
DW�PD[LPXP� &KHXQJ��������DUJXHG�WKDW�WKH�GXDO�VSHFLILFDWLRQV
RI�FOHDUO\�GHOLPLWHG�ULJKWV�DQG�]HUR�WUDQVDFWLRQ�FRVWV�DUH�
UHGXQGDQW���,I WKHUH�LV�D�WUXO\�]HUR�WUDQVDFWLRQ�FRVWV��WKH�
GHOLQHDWLRQ�RI�ULJKWV�FDQ�EH�LJQRUHG���+H�PHQWLRQHG�WKDW��IRU�
WKH�LQWHUSUHWDWLRQ�RI�UHVRXUFH�XVH��WKH�VWUXFWXUH�RI�ULJKWV�
DQG�WKH�QDWXUH�RI�WUDQVDFWLRQ�FRVWV�DUH�RIWHQ�WZR�VLGHV�RI�
WKH�VDPH�FRLQ��LI�RQH�LV�VSHFLILHG��LW�LV�QRW�QHFHVVDU\�WR�
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PHQWLRQ�WKH�RWKHU���%HFDXVH�³ULJKWV´�DUH PRUH�DEVWUDFW�WKDQ�
³FRVWV´��LI�ZH�KDYH�WKH�RSWLRQ�WR�FKRRVH�RQH�RU�WKH�RWKHU��
³FRVWV´�ZLQ�

$�WKLUG�YHUVLRQ�RI�WKH�&RDVH�7KHRUHP��&KHXQJ��������VWDWHV�
WKDW�LI�ULJKWV�DUH�FOHDUO\�GHILQHG�DQG�WUDQVDFWLRQ�FRVWV�DUH
]HUR��WKHQ�HFRQRPLF�HIILFLHQF\�ZLOO�EH�VDWLVILHG�

$V�ZKDW�&KHXQJ��������VWDWHG��³$�VHFRQG�YHUVLRQ�RI�WKH�&RDVH�
7KHRUHP�««�LV�WKH�PRVW�SRSXODU�YHUVLRQ�RI�WKH�WKHRUHP´���7KH�
DXWKRU��LQ�KLV�ODWHU�SDUW�RI�WKH�GLVVHUWDWLRQ��ZRXOG�OLNH�WR�
XVH�WKLV�WKHRUHP LQ�KLV�DQDO\VLV� 7KH�VHFRQG�YHUVLRQ�RI�WKH�
WKHRUHP�LV�VXPPDUL]HG�DV�IROORZV�

,I� � ��� 3URSHUW\�ULJKWV�DUH�ZHOO�GHILQHG��DQG
��� 7UDQVDFWLRQ�FRVWV�DUH�]HUR�

7KHQ��� 7KH�DOORFDWLRQ�RI�UHVRXUFHV�ZLOO�EH�LGHQWLFDO��
UHJDUGOHVV�RI�WKH�LQLWLDO�DVVLJQPHQW�RI�SURSHUW\�
ULJKWV�
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6LQFH�LQ�WKH�UHDO�ZRUOG�WKH�FRVWV�RI�WUDQVDFWLRQ�ZRXOG�
DOZD\V�EH�JUHDWHU�WKDQ�]HUR��WKH�ZD\�RQH�FKRRVHV�WR�DWWDLQ�
HIILFLHQF\�VKRXOG�EH�DV�PLQLPXP�DV�SRVVLEOH�

&RDVH��������XVHG DQ�H[DPSOH�RI�FRQIOLFWV�EHWZHHQ�D�FDWWOH�
UDLVHU�DQG�D�ZKHDW�IDUPHU�JURZLQJ�RQ�QHLJKERXULQJ�ODQG�VR�DV�
WR�GHPRQVWUDWH�KLV�WKHRU\� +H�LOOXVWUDWHG�WKDW�VROYLQJ�WKH�
SUREOHP�RI�FURSV�GDPDJHG�E\�FDWWOH� ZKHWKHU�WR�SXW�XS�D�IHQFH��
RU�WKH�FDWWOH�UDLVHU�WR�FRPSHQVDWH�WKH�FURSV�IDUPHU��RU�WKH�
FDWWOH�ZHUH�VODXJKWHUHG��ZKLFKHYHU�WKH�PHWKRG�ZDV�DGRSWHG�E\�
WKH�UDLVHU�DQG�WKH�IDUPHU��WKH�DJJUHJDWH�ORVV�ZRXOG�EH�NHSW�
PLQLPXP���:KDW KH�WULHG WR�GHPRQVWUDWH�ZDV�WKDW�WKH�DJJUHJDWH�
YDOXH�RI�WKH�UHVRXUFHV�LQYROYHG�ZRXOG�EH�DW�PD[LPXP��DQG�WKH�
H[WHUQDOLWLHV�ZRXOG�EH�LQWHUQDOL]HG�E\�WKH�SDUWLHV�LQYROYHG��
ZLWKRXW�GDPDJLQJ�WKH�DJJUHJDWH�XVH�RI�UHVRXUFHV�

2QH�HVVHQWLDO�QRWH�VKRXOG�EH�PDGH�WR�WKH�&RDVH�7KHRUHP���
:KDW� &RDVH� ZDV VXJJHVWLQJ� ZDV� QRW� WR� DEVROXWHO\� REMHFW�
JRYHUQPHQW�LQWHUYHQWLRQ�WR�WKH�PDUNHW��EXW�ZDV�WR�ZRQGHU�



��

ZKHWKHU�WKH�DVVXPSWLRQ�PDGH�E\�WKH�3LJRYLDQ�HFRQRPLFV�WKDW�
SROLF\�PHDVXUHV�LQYROYHG�]HUR�WUDQVDFWLRQ�FRVWV�ZDV�FRUUHFW�
RU� QRW� +H� LOOXVWUDWHG� WKDW� WKHUH� ZDV� DQ� H[LVWHQFH� RI�
WUDQVDFWLRQ�FRVWV�DQG�LW�ZDV�WKH�PDUNHW�PHFKDQLVP�WR�UHVWUDLQ
WKH�WUDQVDFWLRQ�FRVWV�ZKLOH�SURSHUW\�ULJKWV�HYROYHG�WR�UHGXFH�
WKH�FRVWV�RI�WUDQVDFWLRQV���:KDW KLV�WKHRUHP�WULHG�WR�H[SODLQ�
LV�WR�FKRRVH�WKH�EHVW�RSWLRQ�LQ�ZKLFK�WKH�ORZHVW�WUDQVDFWLRQ�
FRVWV� ZDV� UHTXLUHG� ,Q� RWKHU� ZRUGV�� LI� JRYHUQPHQW�
LQWHUYHQWLRQ�FRXOG�UHVXOW�LQ�D�ORZHU�WUDQVDFWLRQ�FRVWV�WKDQ�
DOO�RI�WKH�RWKHU PHDQV��KH�ZRXOG�DJUHH�DQG�DFFHSW�WKH�PHULWV�
RI�JRYHUQPHQW�UHJXODWLRQ�

7KH�RQH�IROORZV�WKH�LGHDV�RI�&RDVH�LV�/DL� ,Q�KLV�ZRUN��
7KH�(FRQRPLFV�RI�/DQG�XVH�=RQLQJ ��������/DL�SRLQWV�RXW�WKDW�

³««�*RYHUQPHQW�SODQQLQJ�DJHQFLHV�DUH�W\SLFDO�H[DPSOHV
RI�ILUPV�WKDW�HPHUJH�WR�WDFNOH�WUDQVDFWLRQ�FRVWV�LQ
WKH�PDUNHW� 7KH\�GR VR�LQ�DVVLJQLQJ��UHDVVLJQLQJ�DQG�
DWWHQXDWLQJ�ULJKWV�RI�WKH�ODQGRZQHUV�««�]RQLQJ�DV�
JRYHUQPHQW�LQWHUYHQWLRQ�LQ�WKH�ODQG�PDUNHW�LV�««�LW�
DVVLJQV�LQFRPSOHWH�RU�DWWHQXDWHV�SULYDWH�SURSHUW\�
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ULJKWV�««�7KH�PHDQLQJIXO�TXHVWLRQ LV�ZKHWKHU�WKH�FRVW�
RI�VXFK�DWWHQXDWLRQ�LV�JUHDWHU�RU�VPDOOHU�WKDQ�WKH
DOWHUQDWLYH�RI�OHDYLQJ�WKH�PDWWHU�HQWLUHO\�WR�WKH�
XQUHJXODWHG�PDUNHW�««�WR�FRPSDUH�WKH�RSSRUWXQLWLHV�
FRVW� RI� DOWHUQDWLYH� LQVWLWXWLRQDO� DUUDQJHPHQWV��
QDPHO\�GHFLVLRQV�PDGH�IUHHO\�E\�LQGLYLGXDOV�DQG�ILUPV�
YLV�j�YLV�GHFLVLRQV�PDGH�E\�SODQQHUV�´

7KH�LGHD�RI�/DL�UHSUHVHQWV�WKH�YLHZ�RI�FRVW�EHQHILW�DQDO\VLV�
RI�WKH�RSWLRQV�DYDLODEOH�LQ�LPSOHPHQWLQJ�SODQQLQJ�SROLFLHV���
7KLV�LGHD�RI�FRVW�EHQHILW�DQDO\VLV�ZRXOG�WKHQ�EH�XVHG�E\�WKH�
DXWKRU�LQ�&KDSWHU�)LYH�WR�H[DPLQH�WKH�FXUUHQW�SODQQLQJ�V\VWHP�
H[HUFLVLQJ�LQ�+RQJ�.RQJ�

,Q�WKH�UHVHDUFK�SDSHU��7KH�/LJKWKRXVH�LQ�(FRQRPLFV���������
&RDVH��WU\LQJ�KLV�DWWHPSW�WR�FULWLFL]H�WKH�3LJRYLDQ�LGHDV�RI�
SXEOLF�JRRGV��DUJXHG�WKDW�SULYDWH�VHFWRU�FRXOG�SURGXFH�SXEOLF
JRRGV�LQ�D�SURILW�PDNLQJ�EDVLV�E\�PHDQV�RI�GLUHFW�SULFLQJ�WR�
IXQG�SXEOLF�IDFLOLWLHV�

³,Q�WKRVH�GD\V��VKLSRZQHUV�DQG�VKLSSHUV�FRXOG�SHWLWLRQ�
WKH�&URZQ�WR�DOORZ�D�SULYDWH�LQGLYLGXDO�WR�FRQVWUXFW�
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D�OLJKWKRXVH�DQG�WR�OHY\�D��VSHFLILHG��WROO�RQ�VKLSV�
EHQHILWLQJ� IURP LW���7KH OLJKWKRXVHV� ZHUH� EXLOW��
RSHUDWHG��ILQDQFHG�DQG�RZQHG�E\�SULYDWH�LQGLYLGXDOV��
ZKR�VHOO�WKH�OLJKWKRXVH�RU�GLVSRVH�RI�LW�E\�EHTXHVW���
7KH�UROH�RI�JRYHUQPHQW�ZDV�OLPLWHG�WR�WKH�HVWDEOLVKPHQW
RI�SURSHUW\�ULJKWV�LQ�WKH�OLJKWKRXVH���7KH�FKDUJHV�
ZHUH� FROOHFWHG� DW� WKH� SRUWV� E\� DJHQWV� IRU� WKH�
OLJKWKRXVHV�� � 7KH� SUREOHP� RI� HQIRUFHPHQW� ZDV� QR�
GLIIHUHQW�IRU�WKHP�WKDQ�IRU�RWKHU VXSSOLHV�RI�JRRGV�
DQG�VHUYLFHV�WR�WKH�VKLSRZPHU´��&RDVH�����������

&RDVH��������GLG�QRW�DVVHUW�WKDW�DOO�SXEOLF�JRRGV�FDQ�EH�
SURYLGHG�DGHTXDWHO\�E\�WKH�IUHH�PDUNHW� :KDW�KH�VXJJHVWHG�ZDV�
WKDW�SXEOLF�JRRGV�FDQ�EH�SURYLGHG�E\�SULYDWH�HQWHUSULVHV�
SURYLGHG�WKDW�WKHUH�LV�D�FOHDU�GHILQLWLRQ�RI�SURSHUW\�ULJKWV�

������� $SSOLFDWLRQ�RI�&RDVH¶V�7KRXJKW�LQ�7RZQ�3ODQQLQJ

$V�GLVFXVVHG�LQ�WKH�SUHYLRXV�SDUW��ZKDW�LV�WKH�PRVW�XVHIXO�
LQ�KHOSLQJ�WKH�DQDO\VLV�LQ�ODWHU�SDUWV�RI�WKH�GLVVHUWDWLRQ�
LV�WKH�VHFRQG�YHUVLRQ�RI�WKH�&RDVH�WKHRUHP��ZKLFK�VSHFLILHV�
WKDW�7KH�DOORFDWLRQ�RI�UHVRXUFHV�ZLOO�EH�LGHQWLFDO��UHJDUGOHVV�
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RI�WKH�LQLWLDO�DVVLJQPHQW�RI�SURSHUW\�ULJKWV��LI�WKHUH�LV�D�
ZHOO�GHILQHG�SURSHUW\�ULJKWV�DQG�]HUR�WUDQVDFWLRQ�FRVWV�DUH�
LQYROYHG���:KHQ WKLV�WKHRUHP�LV�DSSOLHG�WR�WKH�LVVXH�RI�WRZQ�
SODQQLQJ��ZKHWKHU�JRYHUQPHQW�LQWHUYHQWLRQ�VKRXOG�EH�XVHG�LV
D� PDWWHU� RI� WUDQVDFWLRQ� FRVWV�� LI� WKH� WUDQVDFWLRQ� FRVWV�
LQYROYHG�LQ�JRYHUQPHQW�LQYHQWLRQ�LV�ORZHU�WKDQ�WKDW�LQYROYHG�
LQ�D�IUHH�PDUNHW� WKHQ�JRYHUQPHQW�LQYHQWLRQ�VKRXOG�EH�QHHGHG��
RU�YLFH�YHUVD� ,Q�WKLV�GLVVHUWDWLRQ��WKH�DXWKRU�GRHV�QRW�DLP
WR�FRQFOXGH�ZKHWKHU�JRYHUQPHQW�LQWHUYHQWLRQ�VKRXOG�EH�QHHGHG��
LQVWHDG��RQ�WKH�EDVLV�RI�JRYHUQPHQW�LQWHUYHQWLRQ��WKH�DXWKRU�
ZRXOG�OLNH�WR�DQDO\]H�RQ�ZKLFK�ZD\��]RQLQJ�RU�QHJRWLDWLRQ��
ZRXOG�UHVXOW�LQ�D PRUH�HIILFLHQW�SODQQLQJ�V\VWHP��E\ DSSO\LQJ�
WKH�VHFRQG�YHUVLRQ�RI�&RDVH�7KHRUHP�
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��� 3URSHUW\�5LJKWV

$IWHU� LQWURGXFLQJ� ZKDW� WKH� LGHDV� RI� 3LJRX� DQG� &RDVH�
FRQFHUQLQJ� WRZQ� SODQQLQJ�� DQRWKHU� HFRQRPLF� WKHRU\�� WKH�
FRQFHSW�RI�SURSHUW\�ULJKWV��DV�ZHOO�DV�LWV�DSSOLFDWLRQ�LQ�WRZQ�
SODQQLQJ��LV�SUHVHQWHG�

����� 0HDQLQJ�RI�3URSHUW\�5LJKWV

3URSHUW\�5LJKWV��DV�GHILQHG�E\�)LVKHU���������DUH�WKH�
OLEHUW\�RU�SHUPLW�WR�HQMR\�EHQHILWV�RI�ZHDOWK�ZKLOH�DVVXPLQJ
WKH� FRVWV� ZKLFK� WKRVH� EHQHILWV� HQWDLO� +H� VWDWHG� WKDW�
SURSHUW\�ULJKWV�DUH�QRW�SK\VLFDO�WKLQJV�RU�HYHQWV��EXW�DUH�
DEVWUDFW�VRFLDO�UHODWLRQV�± UHODWLRQV�DPRQJ�PHQ�WKDW�DULVH�
IURP�WKH�H[LVWHQFH�RI�VFDUFH�JRRGV�DQG�SHUWDLQ�WR�WKHLU�XVHV���

7DNH�WKH�ULJKW�RI�RZQHUVKLS�RI�ODQG�DV�DQ�H[DPSOH� 7KH�
ULJKW�RI�RZQHUVKLS�RI�ODQG�GRHV�QRW�GHILQH�WKH�UHODWLRQVKLS�
EHWZHHQ�WKH�RZQHU�DQG�WKH�ODQG�KH�RZQV��LQVWHDG��LW�GHILQHV�
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WKH�UHODWLRQVKLS�DPRQJ�WKH�RZQHU�DQG�DOO�RWKHU�SHRSOH�ZLWK�
UHVSHFW�WR�WKH�ULJKW�RI�XVH�RI�WKH�ODQG�KH�RZQV� 3URSHUW\�
ULJKWV�VSHFLI\�WKH�QRUPV�RI�EHKDYLRXU�FRQFHUQLQJ�HFRQRPLF�
JRRGV�±± DOO�SHUVRQV�PXVW�REVHUYH�LQ�WKHLU�LQWHUDFWLRQV�ZLWK�
RWKHU�SHRSOH�RU�EHDU�WKH�SHQDOW\�FRVW�RI�QRQ�REVHUYDQFH�

&KHXQJ��������PHQWLRQHG�ZKDW�$OFKLDQ�PHDQW�E\�SURSHUW\
ULJKWV���$OFKLDQ SURSRXQGHG�DQ�LGHD�WKDW�ZKHQ�WZR�RU�PRUH�
LQGLYLGXDOV�LQ�D�VRFLHW\�HDFK�ZDQW�PRUH�RI�WKH�VDPH�HFRQRPLF�
JRRG��FRPSHWLWLRQ�LV�LPSOLHG� 7KH�FRQIOLFW�RI�FRPSHWLWLRQ
PXVW�EH�VHWWOHG�LQ�RQH�ZD\�RU�DQRWKHU� ,Q�$OFKLDQ¶V�YLHZ��WKH�
UXOHV�ZKLFK�UHVWUDLQ�FRPSHWLWLRQ�DUH�NQRZQ�DV�SURSHUW\�ULJKWV���
*LYHQ�D�VHW�RI�SURSHUW\�ULJKWV�FRQVWUDLQWV��WKH�FULWHULD�RI�
GHWHUPLQLQJ�ZLQQHUV�DQG�ORVHUV�ZLOO�DSSHDU��DQG�WKHVH FULWHULD�
ZLOO�DOWHU�ZKHQ�WKH�UXOHV�DUH�FKDQJHG���,I WKH�FULWHULD�EHFRPH�
GLIIHUHQW��WKH�ZLQQHU���ORVHU�GLVWULEXWLRQ�ZLOO�DOVR�FKDQJH�

$FFRUGLQJ�WR�3URIHVVRU�&KHXQJ���������SULYDWH�SURSHUW\�
ULJKWV�VKRXOG�FRQWDLQ�WKUHH�FRPSRQHQWV������WKH�ULJKW�RI
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H[FOXVLYH�XVH�RI�UHVRXUFHV������WKH H[FOXVLYH�ULJKW�WR�UHFHLYH�
LQFRPH��DQG�����WKH�ULJKW�WR�WUDQVIHU�DOO�RU�VRPH�RI�ULJKWV�
VSHFLILHG�XQGHU��L���DQG��LL��WR�RWKHUV�DW�D�PXWXDOO\�DJUHHG�
XSRQ�SULFH��WKDW�LV�WKH�ULJKW�WR�PDNH�FRQWUDFW� )URP�WLPH�WR�
WLPH��WKHUH�LV�D�SRWHQWLDO�FRQIOLFW�EHWZHHQ�SULYDWH SURSHUW\�
ULJKWV�RI�LQGLYLGXDOV�DQG�FROOHFWLYH�SURSHUW\�ULJKWV���,Q�D�
V\VWHP�RI�FROOHFWLYH�SURSHUW\��WKH�SUREOHP�RI�DOORFDWLRQ�LV�
VROYHG�E\�D�VRFLDO�UXOH�WKDW�WKH�XVH�RI�PDWHULDO�UHVRXUFHV�
LV�WR�EH�GHWHUPLQHG�E\�UHIHUHQFH�WR�WKH�FROOHFWLYH�LQWHUHVWV�
RI�VRFLHW\�DV�D�ZKROH� &OHDUO\��WKH�LQGLYLGXDO�FKRLFH�GHSHQGV�
RQ�ODZV�DQG�UHJXODWLRQV�LPSRVHG�E\�DOO�OHYHOV�RI�JRYHUQPHQW���
6R�WKHRUHWLFDOO\ DQ\�UHJXODWLRQ�PHDVXUHV�PD\�EH�VHHPHG�DV�D�
UHVWULFWLRQ�LPSRVHG�RQ�WKH�ULJKW�WR�UHFHLYH�LQFRPH�

%\�SRVWXODWH��HYHU\�LQGLYLGXDO�ZLOO�XWLOL]H�KLV�SULYDWH�
SURSHUW\�LQ�WKH�PRVW�HIILFLHQW�PDQQHU�LQ�RUGHU�WR�JHQHUDWH�
WKH�KLJKHVW�UHWXUQ���+H�PD\�HLWKHU HPSOR\�WKH�JRRG�RU�UHVRXUFH�
KLPVHOI�LQ�ZKDW�KH�EHOLHYHV�WR�EH�LWV�PRVW�YDOXDEOH�XVH��RU
WR�PDNH�FRQWUDFW�ZLWK�DQRWKHU�LQGLYLGXDO�WR�DWWDLQ�WKLV�XVH�
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7KHUHIRUH��WKH�YDOXH�RI�SULYDWH�SURSHUW\�ZLOO�GHFOLQH�EHFDXVH�
RI� HLWKHU� WKH� UHVWULFWLRQ� RI� LWV� PRVW� YDOXDEOH� XVH�� RU�
FRQVWUDLQ� RI� LWV� WUDQVIHUDELOLW\� E\� ODZ� &KHXQJ� �������
VXJJHVWHG�WKDW�³ZKHQ�WKH�ULJKW�WR UHFHLYH�LQFRPH�LV�SDUWO\
RU�IXOO\�WDNHQ�DZD\�IURP�D�FRQWUDFWLQJ�SDUW\��WKH�GLYHUWHG�
LQFRPH�ZLOO�WHQG�WR�GLVVLSDWH�XQOHVV�WKH�ULJKW�WR�LW�LV�
H[FOXVLYHO\�DVVLJQHG�WR�DQRWKHU�LQGLYLGXDO´�

,W�LV�DUJXHG��&KHXQJ��������WKDW�PRVW�RI�WKH�UHJXODWRU\�
PHDVXUHV� RQ� SULYDWH� SURSHUW\� ULJKWV� ZLOO� FDXVH� ³UHQW�
GLVVLSDWLRQ´�IRU�WKH�UHDVRQ�WKDW�LI�QR�RQH�KDV�DQ�H[FOXVLYH�
FODLP�WR�WKH�YDOXH�RU�UHQW�RI�WKH�SURSHUW\��WKH�LQFRPH�GHULYHG�
IURP�LW�EHFRPHV�QRQ�H[FOXVLYH�LQFRPH� ,WV�XVH�ZLOO�LQYLWH�
FRPSHWLWLRQ�WR�WKH�SRLQW�ZKHUH�WKH�FRPSHWLQJ XVHUV�FDQ HDUQ�
RQO\�ZKDW�WKHLU�UHVRXUFHV�ZRXOG�KDYH�HDUQHG�HOVHZKHUH���6R��
UHQW�ZLOO�EH�GLVVLSDWHG�RU�DEVRUEHG�E\�WKH�FRVWV�RI�RWKHU�
UHVRXUFHV�ZKLFK�PXVW�EH�GHGLFDWHG�WR�ZLQ�LW�



��

����� $SSOLFDWLRQ�RI�3URSHUW\�5LJKWV�LQ�7RZQ�3ODQQLQJ

.QLJKW�SRLQWHG�RXW WKDW�PDUNHW�IDLOXUH�DV�WHUPHG�E\�3LJRX�
ZDV�QRW�GXH�WR�WKH�SUHVHQFH�RI�H[WHUQDOLWLHV�RU�SXEOLF�JRRGV��
LQVWHDG��LW�ZDV�D�UHVXOW�RI�WKH�IDLOXUH�RI�WKH�JRYHUQPHQW�WR�
LGHQWLI\�WKH�SULYDWH�SURSHUW\�ULJKWV��&KHXQJ�������� :LWKRXW�
D�FOHDU�GHILQLWLRQ�DQG�DOORFDWLRQ�RI�SURSHUW\�ULJKWV�RYHU�
ODQGV��PDUNHW�IDLOXUH�ZRXOG�UHVXOW� :KDW�KH�VXJJHVWHG��LQ�
RUGHU�WR�UHFWLI\ VXFK�LQHIILFLHQF\�RI�PDUNHW��WKH�JRYHUQPHQW�
VKRXOG�GHILQH�WKH�ULJKWV�FOHDUO\�

7R�FRQFOXGH��D�ZHOO�GHILQHG�SULYDWH�SURSHUW\�ULJKWV�XQGHU�
D�IUHH�PDUNHW PHFKDQLVP�PD\�EH�UHJDUGHG�DV�DQ�DWWHPSW�WR�UHGXFH
WKH�DPRXQW�RI�WUDQVDFWLRQ�FRVWV�LQ�D�VRFLHW\�
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��� $�&RVW�%HQHILW�$QDO\VLV�$SSURDFK

$IWHU�UHYLHZLQJ�GLIIHUHQW�SKLORVRSK\�RI�WRZQ�SODQQLQJ��WKH
DXWKRU�ZRXOG�VXJJHVW�WKDW�D�FRVW�EHQHILW�DSSURDFK�VKRXOG�EH�
DGRSWHG�LQ�DQDO\]LQJ�RQ�ZKHWKHU�WRZQ�SODQQLQJ�VKRXOG�EH�QHHGHG���
,W�LV�LQGHHG�QRW�D�WUDGH�RII�EHWZHHQ�JRYHUQPHQW�SODQQLQJ�
FRQWURO�DQG�SULYDWH�LQYROYHPHQW�LQ�ODQG�XVH�SODQQLQJ� +D\HN��
LQ� KLV� UHVHDUFK�� 7KH� 5RDG� WR� 6HUIGRP ������� DQG 7KH�
&RQVWLWXWLRQ�RI /LEHUW\�������PHQWLRQHG�WKDW�

³««�XQOHVV�WKH�YDULRXV�GHFLVLRQV�WDNH�WKHVH�HIIHFWV�
�ERWK�SURSHUW\�RI�LQGLYLGXDOV�DQG FLW\�DXWKRULWLHV�
LQWR�DFFRXQW��WKHUH�LV�OLWWOH�OLNHOLKRRG�WKDW�WRWDO�
EHQHILWV�ZLOO�H[FHHG�WRWDO�FRVW�«« ,I�WKH\��SODQQLQJ
DFWLYLWLHV��DUH WR�EH�EHQHILFLDO��WKH�VXP�RI�WKH�JDLQV�
PXVW�H[FHHG�WKH�VXP�RI�WKH�ORVVHV�««�³

$�FRVW�EHQHILW�DSSURDFK�ZDV�LPSOLHG�E\�+D\HN�RQ�ZKHWKHU�
WKHUH�VKRXOG�EH�D�QHHG�RI�SODQQLQJ� 6LPPLH��������WKRXJKW�WKDW�
LW�LV�SUHIHUDEOH�WR�OHW�PDUNHWV�RSHUDWH�HYHQ�LI�WKH\�DUH�
LQHIILFLHQW��LI�WKH�FRVWV�RI�WKLV�LQHIILFLHQF\�DUH�OHVV�WKDQ�



��

WKRVH�RI�SODQQLQJ�LQWHUYHQWLRQV�

6LPLODU�UHVHDUFK ZDV�GRQH�E\�&KHXQJ���,Q�KLV�SDSHU��7KH�
0\WK�RI�6RFLDO�&RVW���������&KHXQJ�VXJJHVWHG�WKDW�

³««�OHW�WKH�SULFH�V\VWHP�GHDO�ZLWK�H[WHUQDOLWLHV�
ZKHUHYHU�SRVVLEOH�««�JRYHUQPHQW�LQWHUYHQWLRQ�««�LV�
EHVW�NHSW�DV�D�³VROXWLRQ�RI�WKH�ODVW�UHVRUW´��WR�EH�
XVHG� RQO\� ZKHQ� DQG� ZKHUH� KLJK� DQG� LUUHGXFLEOH�
WUDQVDFWLRQ� FRVWV� SUHYHQW� WKH� LQWHUQDOL]DWLRQ� RI�
H[WHUQDOLWLHV�E\�SULYDWH�DFWLRQ�««´

,W�LV�GHILQLWHO\�D�FRVW�EHQHILW�DQDO\VLV�EHWZHHQ�WKH�FRVWV�
RI�JRYHUQPHQW�LQWHUYHQWLRQ�DQG�WKH�SULYDWH�DFWLRQV��LQ�ZKLFK
WKH�ORZHVW�FRVW�RSWLRQ�VKDOO�EH�WDNHQ�LQ�SULQFLSOH�

/DL��������DOVR�SRLQWHG�RXW�WKDW�³««�ODQG�XVH�SODQQLQJ�DV�
D�JRYHUQPHQW�UHJXODWRU\�DFWLYLW\�LV�RIWHQ�MXVWLILHG�RQ�WKH
JURXQGV�RI�VRFLDO�EHQHILW�RU�SXEOLF�LQWHUHVW� :KLOH�VXFK�
EHQHILWV�DQG�LQWHUHVWV�DUH�HVVHQWLDOO\�HFRQRPLF�FRQFHSWV�««�
ZKHWKHU�]RQLQJ�DV�D�PHDQV�XVHG�E\�JRYHUQPHQW�SODQQHUV�WR�
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DWWHQXDWH�SULYDWH�SURSHUW\�ULJKWV RYHU�WKH�PRVW�YDOXDEOH�XVH�
RI�ODQG LV�HIILFLHQW�««�LV�PRUH�RI DQ�HPSLULFDO��FRVW�EHQHILW
TXHVWLRQ�««´

7KHUHIRUH��ZKHWKHU�JRYHUQPHQW�LQWHUYHQWLRQ�WRZDUGV�WKH�
DOORFDWLRQ�RI�ODQG�UHFRXUVHV�LV�QHHGHG�VKRXOG�EH�MXVWLILHG�
E\�FRVW�EHQHILW�DQDO\VLV� ,I�D�ODUJH�WUDQVDFWLRQ�FRVW�ZRXOG�
EH�UHVXOWHG E\�D IUHH�PDUNHW�LQ�RUGHU�WR�REWDLQ�WKH�GHVLUHG�
RXWFRPHV��WKHQ�JRYHUQPHQW�LQWHUYHQWLRQ�LV�QHFHVVDU\�



��

&KDSWHU��
2YHUYLHZ�RI�WKH�3ODQQLQJ�6\VWHPV
$GRSWHG�LQ�'LIIHUHQW�&RXQWULHV
$IWHU�HYDOXDWLQJ�YDULRXV�VFKRODU¶V�ZRUNV�RQ�WRZQ�SODQQLQJ��

D�EULHI�DFFRXQW�RI�WKH�SODQQLQJ�V\VWHPV�DGRSWHG�LQ�%ULWDLQ��
WKH�8QLWHG�6WDWHV�DQG�+RQJ�.RQJ�LV�JLYHQ�LQ�WKLV�FKDSWHU�IRU�
WKH� SXUSRVH� RI KHOSLQJ� XQGHUVWDQG� WKH� PHFKDQLVP� RI� KRZ�
GLIIHUHQW�FRXQWULHV�LPSOHPHQW�WKHLU�SODQQLQJ�SKLORVRSK\�LQWR�
SUDFWLFH�

��� %ULWDLQ

&RQWUROOLQJ�GHYHORSPHQW�WKURXJK�WKH�JUDQWLQJ�DQG�UHIXVLQJ�
RI�SODQQLQJ�SHUPLVVLRQ�FDPH�WR�RFFXS\�D�FHQWUDO�SRVLWLRQ�LQ�
WKH�%ULWLVK�SODQQLQJ�V\VWHP�FUHDWHG�LQ�������%RRWK����������
,Q�WKLV�FKDSWHU��WKH�UROHV�RI�YDULRXV�SDUWLFLSDQWV�LQYROYHG�
LQ�WKH�SODQQLQJ V\VWHP��WKH�DSSOLFDWLRQ�SURFHVV��DQG�WKH�
HQIRUFHPHQW�SRZHU�RI�WKH�UHOHYDQW GHSDUWPHQW�LV�LQWURGXFHG���



��

7KH�FRQWHQWV�RI�WKLV�SDUW�PDLQO\�GHULYHG�IURP�WKH�ERRN��$VSHFWV�
RI�%ULWDLQ��3ODQQLQJ��SUHSDUHG�E\ +062���������DQG WKH�7RZQ�
DQG�&RXQWU\�3ODQQLQJ�$FW���������XQOHVV�RWKHUZLVH�VSHFLILHG�

����� ,QWURGXFWLRQ

7KH�%ULWLVK�SODQQLQJ�V\VWHP�UHPDLQV�ILUPO\�IRXQGHG�LQ�WKH�
7RZQ�DQG�&RXQWU\�3ODQQLQJ�$FW��7&3$��������$SSHQGL[�,,����7KH
V\VWHP�RI�WRZQ�DQG�FRXQWU\�SODQQLQJ�DLPV�WR�VHFXUH�WKH�PRVW�
HIILFLHQW�DQG�HIIHFWLYH�XVH�RI�ODQG�LQ�WKH�SXEOLF�LQWHUHVW��
WR�HQVXUH�WKDW�IDFLOLWLHV�VXFK�DV�URDGV��VFKRROV�DQG�VHZHUV�
DUH�EXLOW�ZKHUH�WKH\�DUH�QHHGHG��WR�VHHN�WR�UHFRQFLOH�WKH�
GHPDQGV�IRU�ODQG�IURP�LQGXVWU\��FRPPHUFH��KRXVLQJ��WUDQVSRUW��
DJULFXOWXUH�DQG�UHFUHDWLRQ��DQG�WR�HQKDQFH�WKH�HQYLURQPHQW�
E\�PHDQV�RI�D�FRPSUHKHQVLYH�VWDWXWRU\�V\VWHP�RI�GHYHORSPHQW�
FRQWURO�LQ�WKH�SXEOLF�LQWHUHVW�� 7KH�$FW�HVWDEOLVKHV�WKH�
FXUUHQW� GHILQLWLRQ� RI� GHYHORSPHQW� VXEMHFW� WR� ORFDO�
DXWKRULW\¶V�FRQWURO�DQG�LW�OLPLWV�VHYHUHO\�ZKDW�FRXOG�EH�
XQGHUWDNHQ�ZLWKRXW�SODQQLQJ�SHUPLVVLRQ� 0RVW�GHYHORSPHQW�
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UHTXLUHV�SODQQLQJ�SHUPLVVLRQ�IURP�WKH�SODQQLQJ�DXWKRULW\�IRU�
WKH� DUHD� FRQFHUQHG� 3ODQQLQJ� GHFLVLRQV� PXVW� EH� PDGH� LQ�
DFFRUGDQFH�ZLWK�GHYHORSPHQW�SODQV�SUHSDUHG�E\�WKH�SODQQLQJ�
DXWKRULWLHV��ZKLFK�VHW�RXW�ODQG�XVH�VWUDWHJLHV�IRU HDFK�DUHD�
RQ� VXFK� PDWWHUV� DV� KRXVLQJ� DQG� LQGXVWU\� DQG� GHYHORSPHQW�
FRQWURO�SROLFLHV��XQOHVV�PDWHULDO�FRQVLGHUDWLRQV�LQGLFDWH�
RWKHUZLVH���3ULRU DSSURYDO�KDV�WR�EH REWDLQHG�IURP�UHOHYDQW�
SXEOLF�DXWKRULW\�DFWLQJ�LQ�TXDVL�MXGLFLDO�PDQQHU� 7KHUHIRUH��
GHYHORSPHQW�FRQWURO�LV�DGPLQLVWUDWHG�ZLWKLQ�WKH�FRQWH[W�RI�
SODQQLQJ�LQWHQWLRQ�ZKLFK�PD\�EH�H[SUHVVHG�ZLWK�YDU\LQJ�GHJUHH�
RI�H[SOLFLWQHVV�LQ�D�GHYHORSPHQW�SODQ�RU�]RQLQJ�VFKHPH���,Q�
%ULWDLQ��HDFK�DSSOLFDWLRQ�LV�MXGJHG�RQ�LWV�RZQ�PHULWV�EDVHG�
RQ�D�ZLGH�YDULHW\�RI�IDFWRUV�ZKHQ�WKH�GHYHORSPHQW�SODQ�LV�WKH�
RQO\�RQH�RI�WKH�PDWHULDO�FRQVLGHUDWLRQV�

2YHUDOO�UHVSRQVLELOLW\�IRU�WKH�SODQQLQJ�V\VWHP�OLHV�ZLWK�
WKH�6HFUHWDULHV�RI�6WDWH�IRU�WKH�(QYLURQPHQW��DQG�IRU 6FRWODQG��
:DOHV� DQG� 1RUWKHUQ� ,UHODQG� 5HVSRQVLELOLW\� IRU� FHUWDLQ
DVSHFWV�RI�WKH�V\VWHP�LQ�(QJODQG��VXFK�DV�WKH�SURWHFWLRQ�RI�



��

DQFLHQW� PRQXPHQWV�� OLHV� ZLWK� WKH� 6HFUHWDU\� RI� 6WDWH� IRU�
1DWLRQDO�+HULWDJH� $V�ZHOO�DV�SUHSDULQJ�SODQQLQJ�OHJLVODWLRQ�
DQG�SLORWLQJ�LW�WKURXJK�3DUOLDPHQW��WKH�6HFUHWDULHV�RI�6WDWH�
PDNH� VRPH� GHFLVLRQV� RQ� VSHFLILF� PDWWHUV�� VXFK� DV� RQ�
³FDOOHG�LQ´�SODQQLQJ�DSSOLFDWLRQV��V�����7&3$��DQG�RQ�DSSHDOV�
DJDLQVW� UHIXVDO RI� SODQQLQJ� SHUPLVVLRQ� E\� WKH� SODQQLQJ�
DXWKRULWLHV��VV��������7&3$���WKH\�DOVR�LVVXH�JXLGDQFH�WR�WKH�
FRXQFLOV���,Q *UHDW�%ULWDLQ� ORFDO�FRXQFLOV�KDYH�D�VWDWXWRU\
UROH�DV�ORFDO�SODQQLQJ�DXWKRULWLHV��/3$V���LQ�1RUWKHUQ�,UHODQG��
WKH�'HSDUWPHQW�RI WKH�(QYLURQPHQW�IRU�1RUWKHUQ�,UHODQG�KDQGOHV�
SODQQLQJ�PDWWHUV�WKURXJK�VL[�GLYLVLRQDO�SODQQLQJ�RIILFHV��
ZKLFK�ZRUN�FORVHO\�ZLWK�WKH�GLVWULFW�FRXQFLOV���

7KH�IXQGDPHQWDO SODQQLQJ�SULQFLSDO�LQ�%ULWDLQ�LV�WKDW�
GHYHORSPHQW�VKRXOG�DOZD\V�EH�SHUPLWWHG�XQOHVV�WKHUH�DUH�VRXQG�
DQG�FOHDU�UHDVRQV�IRU�FRQGLWLRQDO�FRQVHQW�RU�UHIXVDO��ZKLFK�
KDV�EHHQ�WKH�VXEMHFW�RI�UHPDLQGHUV�GHFLGHG�E\�WKH�%ULWLVK�
TXDVL�MXGLFLDO�DSSHDO�V\VWHP�



��

����� 3DUWLFLSDQWV�LQ�WKH�3ODQQLQJ�6\VWHP

7KLV�SDUW�H[DPLQHV�WKH�SODQQLQJ�V\VWHP�LQ�(QJODQG�DQG�
:DOHV�

7KHUH�DUH�PDLQO\�ILYH�SDUWLHV�LQYROYHG�LQ�WKH�SODQQLQJ�
V\VWHP�LQ�(QJODQG�DQG�:DOHV� 7KH\�DUH�WKH�FHQWUDO�JRYHUQPHQW��
WKH�ORFDO�SODQQLQJ�DXWKRULWLHV��WKH�SODQQLQJ�LQVSHFWRUDWH��
WKH�SXEOLF�DQG�RWKHU�ERGLHV

������� &HQWUDO�*RYHUQPHQW

2YHUDOO�UHVSRQVLELOLW\�IRU�WKH�SODQQLQJ�V\VWHP�LQ�(QJODQG�
OLHV�ZLWK�WKH�6HFUHWDU\�RI�6WDWH�IRU�WKH�(QYLURQPHQW��ZKHUHDV�
LQ�:DOHV��WKH�6HFUHWDU\�RI�6WDWH�IRU�:DOHV� +LV�GXWLHV�DQG�
SRZHUV�ZLWK�UHJDUG�WR�SODQQLQJ�LQFOXGH�

¾ UHVSRQVLELOLW\�IRU�QHZ�OHJLVODWLRQ�JRYHUQLQJ�WKH�SODQQLQJ�
V\VWHP��V�����7&3$��



��

¾ UHVSRQVLELOLW\�IRU�WKH�SODQQLQJ�LQVSHFWRUDWH�
¾ LVVXLQJ�JXLGDQFH�RQ�D�ZKROH�UDQJH�RI�SROLF\�PDWWHUV�E\ PHDQV�

RI�GHSDUWPHQWDO FLUFXODU�DQG�3ODQQLQJ�3ROLF\�*XLGDQFH�
QRWHV�

¾ GHWHUPLQLQJ�SODQQLQJ�DSSOLFDWLRQV WKDW�KH�KDV�³FDOOHG�LQ´
IRU�KLV�RZQ�GHFLVLRQ��V�����7&3$��

¾ GHFLGLQJ� DSSHDOV� DJDLQVW� WKH� UHIXVDO� RI� SODQQLQJ�
SHUPLVVLRQ��V��������7&3$��

¾ JLYLQJ�VWUDWHJLF�RU�UHJLRQDO�JXLGDQFH�WR�EH�WDNHQ�LQWR�
DFFRXQW�E\�ORFDO�DXWKRULWLHV�LQ�GUDZLQJ�XS�GHYHORSPHQW
SODQV��DQG

¾ FDOOLQJ�LQ�GHYHORSPHQW�SODQ�SURSRVDOV�IRU�DSSURYDO�ZKHUH�
KLV�LQWHUYHQWLRQ�LV�QHFHVVDU\��VV��������������7&3$��

¾ VHFXULQJ� DGHTXDWH� SXEOLFLW\� DQG� FRQVXOWDWLRQ� RI�
SUHSDUDWLRQ�RI�ORFDO�SODQV��V�����7&3$�

$Q�DSSOLFDWLRQ�LV�XVXDOO\�GHFLGHG�E\�WKH�UHOHYDQW�ORFDO�
SODQQLQJ�DXWKRULW\� +RZHYHU��DSSOLFDWLRQV�ZKLFK�KDYH�PRUH�
WKDQ�ORFDO�LQWHUHVW�DUH�VRPHWLPHV�FDOOHG�LQ�E\�WKH�6HFUHWDU\�



��

RI�6WDWH��ZKR�GHWHUPLQHV�WKH�DSSOLFDWLRQV�KLPVHOI� 7KLV�
³FDOO�LQ´�SRZHU�PD\�EH�H[HUFLVHG�LQ�WKH�FDVH�ZKHUH�D�FRXQFLO�
SURSRVHV�WR�JUDQW�DQ�DSSOLFDWLRQ�IRU�GHYHORSPHQW�LQYROYLQJ�
D�VXEVWDQWLDO�GHSDUWXUH�IURP�WKH�SURYLVLRQV�RI�D�ORFDO�SODQ��
7KH�6HFUHWDU\�RI 6WDWH�DOVR�KDV�WKH�SRZHU�WR�RUGHU D�FRXQFLO�
QRW�WR�GHFLGH�DQ�DSSOLFDWLRQ�XQWLO KH�KDV�KDG�WLPH�WR�FRQVLGHU
FDOOLQJ�LW�LQ� )RU�LQVWDQFH��LQ�)HEUXDU\�������WKH�6HFUHWDU\�
RI�6WDWH�GHFLGHG�WR�FDOO�LQ�WZR�DSSOLFDWLRQV�UHODWLQJ�WR�WKH�
UHGHYHORSPHQW�RI�3DWHUQRVWHU�6TXDUH DGMDFHQW�WR�WKH�6W��3DXO¶V�
&DWKHGUDO�LQ�WKH &LW\�RI�/RQGRQ� 7KH�UHDVRQV�ZHUH WKDW�WKH�
VLWH�LV�RI�QDWLRQDO�LPSRUWDQFH�DQG�WKHUH�LV�D�QHHG�WR�HQVXUH
WKDW�WKH�UHGHYHORSPHQW�VKDOO�EH�GRQH�LQ�D�FRKHUHQW�ZD\�DQG�
WR�KLJK�VWDQGDUGV� ,Q�WKLV�FDVH��KH�KDG�SUHYLRXVO\�GLUHFWHG�
WKDW�WKH�&LW\�&RUSRUDWLRQ�VKRXOG�QRW�GHFLGH�WKHVH�DSSOLFDWLRQV�
XQWLO�KH�KDG�KDG�WLPH�WR�FRQVLGHU�ZKHWKHU�RU�QRW�WR�FDOO�WKHP
LQ�

$SDUW� IURP� PDNLQJ� GHFLVLRQV� RQ� VSHFLILF� FDVHV�� WKH�
6HFUHWDU\�RI�6WDWH�KDV�WR�LVVXH�JXLGDQFH�WR�ORFDO�DXWKRULWLHV



��

WR�DVVLVW�WKHP�LQ�WKHLU�GHFLVLRQ�PDNLQJ���6RPH�RI�WKH�JXLGDQFH�
H[SODLQV�QHZ�OHJLVODWLRQ�DQG�DGYLVHV�FRXQFLOV�KRZ�WKH\�VKRXOG�
LPSOHPHQW�LW� ,Q�SDUWLFXODU��WKH�3ODQQLQJ�3ROLF\�*XLGDQFH�
QRWHV�VHW�RXU�EURDG�JXLGHOLQHV�RQ�KRZ�FRXQFLOV�VKRXOG�WUHDW�
EURDG�SROLF\�VXEMHFWV�RU�SDUWLFXODU LVVXHV���*XLGDQFH GRHV�QRW
KDYH�VWDWXWRU\�SRZHU��VR�GRHV�WKH�FLUFXODUV�DERXW�QHZ�SLHFHV�
RI� OHJLVODWLRQ� +RZHYHU�� JXLGDQFH� LV� D� PDWHULDO�
FRQVLGHUDWLRQ�WR�EH�WDNHQ�LQWR�DFFRXQW�E\�ORFDO SODQQLQJ�
DXWKRULWLHV�LQ�GHWHUPLQLQJ�SODQQLQJ�DSSOLFDWLRQV�DQG�E\�WKH�
6HFUHWDU\�RI�6WDWH�DQG�KLV�LQVSHFWRUV�LQ�GHWHUPLQLQJ�DSSHDOV���
7R�LJQRUH�LW�FDQ�JLYH�ULVH�WR�DZDUGV�RI�FRVWV�DJDLQVW�SODQQLQJ�
DXWKRULWLHV�LQ�DSSHDO�FDVHV�

������� /RFDO�3ODQQLQJ�$XWKRULWLHV

%HLQJ�WKH�ORFDO�SODQQLQJ�DXWKRULWLHV��/3$V���WKH�ORFDO
FRXQFLOV�KDYH�D�QXPEHU�RI�VWDWXWRU\�GXWLHV�WR�SHUIRUP���7KHUH�
DUH� WZR� NLQGV� RI� ORFDO� FRXQFLOV�� RQH� LV� JRYHUQLQJ� WKH�
0HWURSROLWDQ�DUHD�VXFK�DV�WKH�0HWURSROLWDQ�GLVWULFWV�DQG�
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/RQGRQ��DQG�WKH�RQH�LV�JRYHUQLQJ�WKH�QRQ�PHWURSROLWDQ�DUHDV���
7KH�ORFDO�FRXQFLOV�RI�WKH�0HWURSROLWDQ�DUHDV�KDYH�WR�GUDZ�XS�
D�XQLWDU\�GHYHORSPHQW�SODQ��V�����7&3$���GHFLGH�DSSOLFDWLRQV�
IRU�SODQQLQJ�SHUPLVVLRQ�IRU�QHZ�GHYHORSPHQWV�DQG�FKDQJHV�RI�
XVH��VV���������������DQG�WDNH�HQIRUFHPHQW�DFWLRQ�DJDLQVW�
EUHDFKHV�RI�SODQQLQJ�FRQWURO��VV����������7&3$��

,Q�QRQ�PHWURSROLWDQ�DUHDV��SODQQLQJ�UHVSRQVLELOLWLHV�DUH�
VSOLW�EHWZHHQ�FRXQWU\�FRXQFLOV�DQG�GLVWULFW�FRXQFLOV� 7KH�
IRUPHU�RQHV�DUH�UHVSRQVLEOH�IRU�GUDZLQJ�XS�VWUXFWXUH�SODQV�
DQG�ORFDO�SODQV�FRYHULQJ�WKH�FRXQWU\�PDWWHUV��SULQFLSDOO\��
WKH�SHUPLVVLRQ�IRU�ZDVWH�GLVSRVDO DQG�PLQHUDO�H[WUDFWLRQ�DQG�
IRU�GHFLGLQJ�SODQQLQJ�DSSOLFDWLRQV�IRU�FRXQWU\�PDWWHUV��ZKLOH�
WKH�ODWWHU�RQHV�DUH�UHVSRQVLEOH�IRU�GUDZLQJ�XS�GLVWULFW�ZLGH�
ORFDO�SODQV�FRYHULQJ�DOO�H[FHSW�FRXQWU\�PDWWHUV��DQG�GHFLGLQJ�
RWKHU�SODQQLQJ�DSSOLFDWLRQV �VV��������7&3$��

$�FRXQFLO�ZLWK�SODQQLQJ�UHVSRQVLELOLWLHV�PDLQWDLQV�WKH�
VHUYLFHV� RI� D� SODQQLQJ� RIILFH� VWDIIHG� E\� SURIHVVLRQDO�
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SODQQHUV�DQG�VXSSRUW�SHUVRQQHO� 7KH�RIILFHUV�DUH�UHVSRQVLEOH�
IRU�DGPLQLVWHULQJ�WKH�SODQQLQJ�V\VWHP��IRU�H[DPSOH�

¾ PDLQWDLQLQJ�VWDWXWRU\�UHJLVWHUV�RI�SODQQLQJ�DSSOLFDWLRQV�
DQG�SHUPLVVLRQV�DIIHFWLQJ�GLIIHUHQW�VLWHV�LQ�WKHLU�DUHD�

¾ GUDIWLQJ�QHZ�GHYHORSPHQW�SODQ�SURSRVDOV�DQG�RUJDQL]LQJ�WKH�
DVVRFLDWHG�FRQVXOWDWLRQ�SURFHVV�

¾ PHHWLQJ� DSSOLFDWLRQV� WR� GLVFXVV� WKHLU� GHYHORSPHQW�
SURSRVDOV�DQG�SODQQLQJ�DSSOLFDWLRQV�

¾ FRQVXOWLQJ�ORFDO�UHVLGHQWV�DERXW�SURSRVHG�GHYHORSPHQWV�
¾ FRQGXFWLQJ�VLWH�YLVLWV�
¾ SUHSDULQJ�UHSRUWV�RQ�ZKLFK�WKH�HOHFWHG�FRXQFLOORUV�EDVH�

WKHLU�GHFLVLRQV�RQ�LQGLYLGXDOV�SODQQLQJ�DSSOLFDWLRQV�
¾ GHFLGLQJ�FHUWDLQ�DSSOLFDWLRQV�WKHPVHOYHV�XQGHU�GHOHJDWHG�

SRZHU��DQG
¾ SUHSDULQJ� WKH� FRXQFLO¶V� FDVH� LQ� SODQQLQJ� DSSHDOV� DQG�

FDOOHG�LQ�DSSOLFDWLRQV�

2IILFHUV�RI�RWKHU�GHSDUWPHQWV�PLJKW�DOVR�EH�FRQVXOWHG�DERXW�
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SODQQLQJ�DSSOLFDWLRQV��IRU�LQVWDQFH��WKH�KLJKZD\V�GHSDUWPHQW�
DQG�WKH�HQYLURQPHQWDO�KHDWK�GHSDUWPHQW�

7KH�UROH�RI�WKH HOHFWHG�FRXQFLOORUV�LV�WR�GHILQH�WKH�
FRXQFLO¶V�SODQQLQJ�SROLFLHV��WR�WDNH�GHFLVLRQV�RQ�WKH�PRUH�
LPSRUWDQW� DSSOLFDWLRQV�� DQG� WR� GHFLGH� ZKHWKHU� WR� WDNH�
HQIRUFHPHQW�DFWLRQ�RQ�EUHDFKHV�RI�GHYHORSPHQW�FRQWURO�DQG�
ZKHWKHU�WR�DGRSW�QHZ�GHYHORSPHQW�SODQ�SURSRVDOV� %HVLGHV��WKH
HOHFWHG�FRXQFLOORUV�DUH�UHVSRQVLEOH�IRU�EHLQJ�FRQVXOWHG�E\�
WKH�UHVLGHQWV�ZKR�FRQFHUQ�DERXW�D�SDUWLFXODU�SURSRVDO�IRU�
WKHLU�DVVLVWDQFH�

������� 3ODQQLQJ�,QVSHFWRUDWH

7KH�PDLQ�IXQFWLRQ�RI�D�SODQQLQJ�LQVSHFWRUDWH�LV�IRU�WKH�
GHWHUPLQDWLRQ�RI�SODQQLQJ�DSSHDOV�LQ�(QJODQG�DQG�:DOHV��EXW�
LW�DOVR�

¾ GHDOV�ZLWK�HQIRUFHPHQW�DSSHDOV�



��

¾ KDQGOHV� SXEOLF� LQTXLULHV� LQWR� ORFDO� DQG� XQLWDU\�
GHYHORSPHQW�SODQ�SURSRVDOV��DQG

¾ GHDOV�ZLWK�KLJKZD\V�RUGHUV�DQG�RWKHU�FDVHV��LQFOXGLQJ�
DSSHDOV�DULVLQJ�RXW�RI�DSSOLFDWLRQV IRU�GLVFKDUJH�FRQVHQWV�
XQGHU�WKH�(QYLURQPHQWDO�3URWHFWLRQ�$FW�����

������� 7KH�3XEOLF

/RFDO�SODQQLQJ�DXWKRULWLHV�KDYH�WR�FRQVXOW�WKH�SXEOLF�
ZKHWKHU�D�GHYHORSPHQW�SODQ�LV�SURSRVHG�RU�DQ�H[LVWLQJ�SODQ�
LV�DPHQGHG��VV�����������������7&3$�� 2QFH�D�SODQ�LV GUDIWHG��
SHRSOH�FDQ�PDNH�FRPPHQWV�DQG�IRUPDO�REMHFWLRQV��ZKLFK�PXVW�
EH�FRQVLGHUHG� 7KHUH�LV�D�SXEOLF LQTXLU\�LI�REMHFWLRQV�WR�D�
ORFDO�SODQ�DUH�XQUHVROYHG� :KHUH�FKDQJHG�DUH�SURSRVHG�DIWHU
WKH�SXEOLF�LQTXLU\��SHRSOH�ZLOO�DJDLQ�EH�JLYHQ�FKDQFHV�WR�PDNH�
WKHLU�YLHZV�NQRZQ�

)URP�0D\�������DOO�SODQQLQJ�DSSOLFDWLRQV�ZLOO�UHFHLYH�
SXEOLFLW\��ZKLFK�PHDQV�WKDW�DQ\�PHPEHU�RI�WKH�SXEOLF�PD\�PDNH�
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FRPPHQWV� RQ� DQ\� DSSOLFDWLRQ� �V����� 7&3$�� $OO� FRPPHQWV�
UHOHYDQW�WR�WKH�SODQQLQJ�LVVXHV�LQ WKH�FDVH�PXVW�EH�WDNHQ�LQWR�
DFFRXQW�LQ�GHWHUPLQLQJ�DQ\�SODQQLQJ�DSSOLFDWLRQ�

������� 2WKHU�%RGLHV

7KH�UHJLRQDO�FRQIHUHQFHV�RI�SODQQLQJ�DXWKRULWLHV��WKH�
XUEDQ�GHYHORSPHQW�FRUSRUDWLRQV�DQG�WKH�(QJOLVK�+HULWDJH��WKH�
+LVWRULF�%XLOGLQJV�DQG�0RQXPHQWV�&RPPLVVLRQ�IRU�(QJODQG��DUH�
VRPH�RI�WKH�RWKHU�ERGLHV�ZKLFK�KDYH�D�UROH�WR�SOD\�LQ�WKH�
SODQQLQJ�V\VWHP�LQ�WKH�(QJODQG�DQG�:DOHV�

5HJLRQDO�FRQIHUHQFHV�RI�SODQQLQJ�DXWKRULWLHV�KDYH�EHHQ�
HVWDEOLVKHG�IRU�WKH�SXUSRVH�RI�DGGUHVVLQJ�WKH�LVVXHV�DIIHFWLQJ�
WKH�DUHD�RI�PRUH�WKDQ�RQH�SODQQLQJ�DXWKRULW\�MRLQWO\���7KH\�
SXEOLVK�UHSRUWV�RQ�WKH�UHJLRQDO�HFRQRP\��KRXVLQJ��UHWDLOLQJ��
WUDQVSRUW�DQG�ZDVWH�GLVSRVDO�LQ�WKH�UHJLRQ�DQG�GUDIW JXLGDQFH�
WR�WKH�6HFUHWDU\�RI�6WDWH�EHIRUH�WKH�6HFUHWDU\�RI�6WDWH�LVVXHV�
UHJLRQDO�SODQQLQJ�JXLGDQFH�
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8UEDQ� GHYHORSPHQW� FRUSRUDWLRQV� �8'&V�� KDYH� EHHQ�
HVWDEOLVKHG�WR�UHYHUVH�ODUJH�VFDOH�XUEDQ�GHFOLQH� ,Q�(QJODQG��
8'&V�KDYH�WDNHQ�RYHU�GHYHORSPHQW�FRQWURO�IXQFWLRQV�IURP�WKH�
UHOHYDQW�ORFDO�DXWKRULWLHV���+RZHYHU��DOWKRXJK�WKH�8'&V�DUH�
UHVSRQVLEOH�IRU�GHFLGLQJ�SODQQLQJ�DSSOLFDWLRQV��FRQVXOWDWLRQ�
ZLWK�WKH�ORFDO�DXWKRULWLHV�RQ�SODQQLQJ�PDWWHUV�FRQWLQXHV��LW�
PHDQV�WKDW�WKH�HOHFWHG�FRXQFLOORUV�VWLOO�KDYH�VRPH�LQIOXHQFHV�
LQ�WKH�8'&�DUHDV� 3ODQQLQJ�DSSOLFDWLRQV�ZLWKLQ�8'&�DUHD�DUH�
UHSRUWHG�WR�WKH�ORFDO�FRXQFLO�IRU�IRUPDO�REVHUYDWLRQ� ,Q�WKH�
FDVH�ZKHUH�WKH�GHYHORSPHQW�SODQ�SURSRVDO�FRYHUV�8'&�DUHD��WKH�
ORFDO�SODQQLQJ�DXWKRULW\�KDV�WR�FRQVXOW�WKH�8'&�FRQFHUQHG�LQ�
WKH�SUHSDUDWLRQ�RI�GHYHORSPHQW�SODQV�



��

����� 3ODQQLQJ�$SSOLFDWLRQ

7KH�ORFDO�SODQQLQJ�DXWKRULWLHV�KDYH�WR�HQVXUH�WKDW�QHZ�
EXLOGLQJV��FKDQJHV�RI�XVH�RI�DOWHUQDWLRQ�RI�H[LVWLQJ�EXLOGLQJV�
LQ�WKHLU�DUHDV�DUH�DFFHSWDEOH� 0RVW�IRUPV�RI�GHYHORSPHQW�
UHTXLUH�WKH�FRQVHQW�RI�WKH�UHOHYDQW�ORFDO�SODQQLQJ�DXWKRULW\�
�VV��������������� WKLV� LV� JHQHUDOO\� NQRZQ� DV� ³SODQQLQJ�
SHUPLVVLRQ´���$SSOLFDWLRQV DUH�GHFLGHG�E\�WKH�ORFDO�SODQQLQJ�
DXWKRULW\�RQ�WKH�PHULWV�RI�HDFK�LQGLYLGXDO�FDVH�LQ�WKH�OLJKW�
RI�GHYHORSPHQW�SODQV�DQG�RWKHU�PDWHULDO�FRQVLGHUDWLRQV�

1RW�DOO�IRUPV�RI�GHYHORSPHQW�QHHG�D�VSHFLILF�SODQQLQJ�
SHUPLVVLRQ���7KH�*HQHUDO 'HYHORSPHQW�2UGHU�VHWV�RXW�D�ZKROH
UDQJH�RI�DFWLYLWLHV�ZKLFK�DUH�³SHUPLWWHG�GHYHORSPHQW´��IRU�
ZKLFK�WKHUH�LV�QR�QHHG�IRU�D�VSHFLILF�SODQQLQJ�DSSOLFDWLRQ��
SURYLGHG�WKDW�WKH�GHYHORSPHQW�VKRXOG�FRPSO\�ZLWK�FHUWDLQ�
UHTXLUHPHQWV���7KHVH ZRUNV� LQFOXGH ORIW� FRQYHUVLRQV� DQG�
GRUPHU�ZLQGRZV��VPDOO�H[WHQVLRQV��JDUDJHV�DQG�RXWKRXVHV��
SRUFKHV��KHGJHV�DQG�ORZ�IHQFHV��WHOHYLVLRQ�DHULDOV��DQG�RQH�



��

VPDOO�VDWHOOLWH�GLVK�SHU�GZHOOLQJ�

,I�WKH�GHYHORSPHQW�GRHV�QRW�IDOO�LQWR�WKH�DERYH�FDWHJRULHV�
SODQQLQJ�DSSOLFDWLRQ�LV�JHQHUDOO\�QHHGHG���([DPSOHV�DUH�WKH�
FRQVWUXFWLRQ�RI�VLJQLILFDQW�EXLOGLQJV��H[WHQVLRQ�ZKLFK�ZRXOG�
DGG�PRUH�WKDQ����SHU�FHQW�WR�WKH�YROXPH�RI�WKH�EXLOGLQJ��ZRUNV
ZKLFK�ZRXOG�DIIHFW�D�OLVWHG�EXLOGLQJ��FKDQJH�RI�XVH�IURP�RQH�
FDWHJRU\�WR�DQRWKHU��DQG�WKH�GLVSOD\�RI�FHUWDLQ�DGYHUWLVHPHQWV�
DQG�VLJQV� 3HRSOH�OLYLQJ�LQ�VSHFLDOO\�SURWHFWHG�DUHDV�VXFK�
DV� D� FRQVHUYDWLRQ� DUHD� RU� 1DWLRQDO� 3DUN� DUH� DOVR� PRUH�
UHVWULFWHG�LQ�ZKDW�WKH\�FDQ�GR�ZLWKRXW�SODQQLQJ�SHUPLVVLRQ�

3ODQQLQJ�SHUPLVVLRQ�LQ�%ULWDLQ�LV VDLG�WR�³UXQ�ZLWK�WKH�
ODQG´���,W SDVVHV�WR�DQ\RQH�ZKR�EX\V�WKH�ODQG� +RZHYHU��
FRXQFLOV� GR�� VRPHWLPHV�� DSSO\� D� FRQGLWLRQ� WKDW� SODQQLQJ
SHUPLVVLRQ��XVXDOO\�IRU�FKDQJH�RI XVH��VKDOO�EH�SHUVRQDO�WR�
WKH�DSSOLFDQW� ,Q�WKLV�FDVH��LI�VRPHRQH�HOVH�WDNHV�RYHU�WKH�
SURSHUW\��RQH�KDV�WR�UHYHUW�WKH�ODQG�WR�WKH�SUHYLRXV�XVH�



��

,Q�(QJODQG�DQG�:DOHV��WKH�8VH�&ODVVHV�2UGHU�FDWHJRUL]HV�
GLIIHUHQW�XVHV�WR�ZKLFK�D�EXLOGLQJ�RU�SLHFH�RI�ODQG�FDQ�EH
SXW���3ODQQLQJ SHUPLVVLRQ�LV�JHQHUDOO\�QHHGHG�WR�FKDQJH�IURP
RQH�XVH�WR�DQRWKHU�ZKLOH�QR�SHUPLVVLRQ�LV�QHHGHG�WR�FKDQJH�
XVH� ZLWKLQ� D� FODVV�� � 7KH� IROORZLQJ� WDEOH� OLVWV� WKH�
FODVVLILFDWLRQ�RI�XVHV�XQGHU�WKH�8VH�&ODVVHV�2UGHU�

$� 6KRSV %� 6WRUDJH�RU�
'LVWULEXWLRQ

$� )LQDQFLDO�DQG�
3URIHVVLRQDO�6HUYLFHV

&� +RWHO�DQG�+RVWHOV

$� )RRG�DQG�'ULQN &� 5HVLGHQWLDO
,QVWLWXWLRQV

%� %XVLQHVV &� 'ZHOOLQJ�+RXVHV
%� *HQHUDO�,QGXVWULDO '� 1RQ�UHVLGHQWLDO�

,QVWLWXWLRQV
%��%� 6SHFLDO�,QGXVWULDO�

*URXSV�%�(
'� $VVHPEO\�DQG�/HLVXUH

7DEOH����D�&ODVVLILFDWLRQ�RI�8VHV�XQGHU�WKH�8VH�&ODVVHV�2UGHU



��

7KHUH�DUH�DOVR�XVHV�RI�³VXL�JHQHULV´��ZKLFK�IDOO�RXWVLGH
WKH� SURYLVLRQV RI� WKH� RUGHU� 7KHVH� LQFOXGH WKHDWUHV��
DPXVHPHQW� DUFDGHV�� ODXQGHUHWWHV�� FDU� VDOHV DQG� WD[L
EXVLQHVVHV���&KDQJHV WR�RU�EHWZHHQ�WKHVH�XVHV�UHTXLUH�SODQQLQJ
SHUPLVVLRQ�LI�WKH\�DPRXQW�WR�D�PDWHULDO�FKDQJH�RI�XVH�

����� 3ODQQLQJ�$SSOLFDWLRQ�3URFHVV

$SSOLFDWLRQV�FDQ HLWKHU�EH�LQ�GHWDLO�RU�LQ�RXWOLQH��V�����
7&3$����$Q RXWOLQH�SHUPLVVLRQ�HVWDEOLVKHV�WKH�SULQFLSOH�RI�D
SDUWLFXODU�GHYHORSPHQW�RQ�D�VLWH��DQG�LV�WKHQ�IROORZHG�E\�D�
IXUWKHU�DSSOLFDWLRQ�RQFH�WKH�GHWDLOHG�GHVLJQ�KDV�EHHQ�ZRUNHG�
XS���'HYHORSHUV PD\�� KRZHYHU�� DSSO\� IRU� IXOO� SHUPLVVLRQ�
ZLWKRXW�JRLQJ�WKURXJK�WKH�RXWOLQH�VWDJH�

2QFH�VXEPLWWHG��PRVW�DSSOLFDWLRQV�VKRXOG�EH�GHDOW�ZLWK
ZLWKLQ� ZLWK� ZHHNV�� RU� VL[WHHQ� ZHHNV� LI� HQYLURQPHQWDO�
DVVHVVPHQW�LV�FRQVLGHUHG�QHFHVVDU\���,I WKH�ORFDO�SODQQLQJ�
DXWKRULW\�GRHV�QRW�JLYH�D�GHFLVLRQ�ZLWKLQ�WKLV�SHULRG�RU�KDV�



��

QRW�DJUHHG�DQ�H[WHQVLRQ��WKH�DSSOLFDQW�LV�HQWLWOHG�WR�DSSHDO
WR� WKH� 'HSDUWPHQW� RI� WKH� (QYLURQPHQW� RQ� WKH� JURXQG� RI�
QRQ�GHWHUPLQDWLRQ��V�����7&3$�� 2QFH�DQ�DSSHDO�KDV�EHHQ�PDGH�
LW�KDV�WR�EH�GHWHUPLQHG�E\�WKH�6HFUHWDU\�RI�6WDWH�RU�RQH�RI�
KLV�LQVSHFWRUV��V�����7&3$��

8SRQ� DQ\� SODQQLQJ� DSSOLFDWLRQ�� WKH� ORFDO� SODQQLQJ�
DXWKRULW\�KDV�WR FDUU\�RXW�SXEOLF FRQVXOWDWLRQV�E\ PHDQV�RI�
SODFLQJ�DGYHUWLVHPHQWV�LQ�ORFDO�QHZVSDSHU��SXWWLQJ�XS�QRWLFHV�
RQ�WKH�VLWH�RU�LQIRUPLQJ�QHLJKERXUV�GLUHFWO\��V�����7&3$����
$JHQGDV� DQG� UHSRUWV� RI� WKH� PHHWLQJV� LQ� ZKLFK� SODQQLQJ�
DSSOLFDWLRQ�LV�GLVFXVVHG�PXVW�EH�PDGH�DYDLODEOH�IRU�LQVSHFWLRQ���
7KRVH�ZKR�ZLVK�WR�FRPPHQW�RQ�D�VFKHPH�FDQ�ZULWH�WR�WKH�3ODQQLQJ�
'HSDUWPHQW��RU�DWWHQG�WKH�PHHWLQJV�WR�H[SUHVV�RQH¶V�YLHZ�

6RPHWLPHV��WKH�SODQQLQJ�DSSOLFDWLRQ�LV�QRW�GHWHUPLQHG�E\�
WKH�ORFDO�SODQQLQJ�DXWKRULW\�� ,W�PD\�EH�FDOOHG�LQ�E\�WKH�
6HFUHWDU\�RI�6WDWH��ZKR�GHWHUPLQHV�WKH�DSSOLFDWLRQ KLPVHOI���
�)RU�GHWDLOV��SOHDVH�UHIHU�WR�3DUW�����������7KH 3ODQQLQJ�DQG
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&RPSHQVDWLRQ�$FW������UHTXLUHV�WKDW�DOO�DSSOLFDWLRQV�DUH�
GHWHUPLQHG�LQ�DFFRUGDQFH�ZLWK�WKH�GHYHORSPHQW�SODQV�XQOHVV
PDWHULDO�FRQVLGHUDWLRQV�LQGLFDWH�RWKHUZLVH�

,I�DQ�DSSOLFDWLRQ�LV�UHIXVHG��D�³GHFLVLRQ�OHWWHU´ PXVW�EH�
VHQW�E\�WKH�ORFDO SODQQLQJ�DXWKRULW\�WR�WKH�DSSOLFDQW�VHWWLQJ
RXW�WKH�JURXQGV�RQ�ZKLFK�WKLV�UHIXVDO�KDV�WDNHQ�SODFH� :KHUH�
DQ�DSSOLFDWLRQ�LV�UHIXVHG��WKH�DSSOLFDQW�KDV�WKH�ULJKW�WR�
DSSHDO�WR�WKH�6HFUHWDU\�RI�6WDWH�IRU�WKH�(QYLURQPHQW�LQ�(QJODQG�
�V�����7&3$�� ,I�D�SODQQLQJ�DSSOLFDWLRQ�LV�SHUPLWWHG��D�
GHFLVLRQ�OHWWHU�LV�VHQW�WR�WKH�DSSOLFDQW�VWLSXODWLQJ�WKH�JUDQW�
RI�WKH�SHUPLVVLRQ�DQG�DQ\�FRQGLWLRQV�WKDW�KDYH�EHHQ�DWWDFKHG
WR�LW�ZLWK�UHDVRQV� ,I�WKH�DSSOLFDQW�GRHV�QRW�DJUHH�ZLWK�WKH�
LPSRVLWLRQ�RI�D�SDUWLFXODU�FRQGLWLRQ��KH�FDQ�DSSHDU��MXVW�DV�
LI�WKH�DSSOLFDWLRQ�KDG�EHHQ�UHIXVHG�

7KHUH�DUH�WKUHH�ZD\V�LQ�ZKLFK�DQ�DSSHDO�FDQ�EH�KDQGOHG��
ZULWWHQ�UHSUHVHQWDWLRQV��SXEOLF�ORFDO�LQTXLULHV��RU�KHDULQJV�



��

7KH�ZULWWHQ�UHSUHVHQWDWLRQV�PHWKRG�LV�WKH�VLPSOHVW� 7KH�
DSSHOODQW��WKH�FRXQFLO��RU�LQWHUHVWHG�SDUWLHV�VXEPLW�KLV�FDVH�
LQ�ZULWLQJ�WR�WKH�LQVSHFWRU��ZKR�ZRXOG�WKHQ�FRQGXFWV�D�VLWH�
YLVLW�DQG�GHWHUPLQHV�WKH�DSSHDO�RQ�WKH�EDVLV�RI�WKH�ZULWWHQ�
VXEPLVVLRQV��RU�PDNHV�D�UHFRPPHQGDWLRQ�WR�WKH�6HFUHWDU\�RI�
6WDWH�LI�WKH�DSSHDO�LV�³UHFRYHUHG´�IRU�KLV�GHWHUPLQDWLRQ�

$OWHUQDWLYHO\��WKH�FDVH�PD\�EH�SUHVHQWHG�LQ�SHUVRQ�WR�WKH�
LQVSHFWRU�DW�D�IRUPDO�SXEOLF�ORFDO�LQTXLU\� $IWHU�KHDULQJ�WKH�
HYLGHQFH��WKH�LQVSHFWRU�GHFLGHV�WKH�FDVH�DQG�JLYHV�D�GHFLVLRQ�
LQ�ZULWLQJ�WR�WKH�SDUWLHV�RU�PDNH�UHFRPPHQGDWLRQV�WR�WKH�
6HFUHWDU\�RI�6WDWH��ZKR�GHWHUPLQHV�WKH�DSSOLFDWLRQ�

:KHUH�HLWKHU�RI�WKH�SULQFLSDO�SDUWLHV�ZLVKHG�WR�EH�KHDUG��
D�KHDULQJ�PD\�EH�RIIHUHG�WR�WKHP� ,W�LV�D�UDWKHU�LQIRUPDO�
PHWKRG�DQG�FUHDWHV�D�PRUH�UHOD[HG DWPRVSKHUH�WKHQ�D�IRUPDO�
LQTXLU\���7KH KHDULQJ�SURFHGXUH�HQWDLOV�D�GLVFXVVLRQ�OHG�E\�
WKH�LQVSHFWRU�UHJXODWHG�E\�D�FRGH�RI�SUDFWLFH�UDWKHU�WKDQ�
VWDWXWRU\�UXOHV�



��

����� (QIRUFHPHQW

7KHUH�DUH�WZR�QRWLFHV�ZKLFK�WKH�ORFDO�SODQQLQJ�DXWKRULW\�
FDQ�VHUYH�WR�WKH�SHUVRQ�ZKR�GRHV�QRW FRPSO\�ZLWK�WKH�SODQQLQJ�
UHJXODWLRQV��QDPHO\��WKH�HQIRUFHPHQW�QRWLFH��VV����������7&3$��
DQG�WKH�VWRS�QRWLFH��VV����������� $Q�HQIRUFHPHQW�QRWLFH�LV�
LVVXHG�WR�WKH�FRQWUDYHQHU�ZKHUH�WKHUH�KDV�EHHQ�GHYHORSPHQW�
ZLWKRXW�SODQQLQJ�SHUPLVVLRQ��RU�ZKHUH�FRQGLWLRQV DWWDFKHG�WR�
D�SODQQLQJ�SHUPLVVLRQ�KDYH�QRW�EHHQ�FRPSOLHG�ZLWK��V������
7&3$����7KH QRWLFH�FDQQRW�FRPH�LQWR�IRUFH�XQWLO�DW�OHDVW���
GD\V�DIWHU�LW�KDV�EHHQ�VHUYHG� :LWKLQ�WKLV�SHULRG��WKH�
UHFLSLHQW�RI�WKH�QRWLFH�PD\�DSSHDO�WR�WKH�6HFUHWDU\�RI�6WDWH�
�V������7&3$����,I WKHUH�LV�QR�DSSHDO��RU�LI�WKH�DSSHDO�XSKROGV�
WKH�QRWLFH��WKH�QRWLFH�WDNHV�HIIHFW�DQG�WKH�EUHDFK�RI�SODQQLQJ�
FRQWURO�EHFRPHV�D�SURVHFXWDEOH�RIIHQFH� 7KH�PD[LPXP�ILQH�LQ
D�PDJLVWUDWH¶V�FRXUW�LV����������V������7&3$��

,Q�JHQHUDO��LW�LV�QHFHVVDU\ WR�WDNH�DFWLRQ�ZLWKLQ�WHQ�\HDUV�
RI�D�EUHDFK� 7KXV��LI�D�GHYHORSPHQW�WDNHV�SODFH�ZLWKRXW�
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SHUPLVVLRQ�EXW�LV�QRW�QRWLFHG�E\�WKH�ORFDO�SODQQLQJ�DXWKRULW\�
IRU�DW�OHDVW�WHQ�\HDUV��WKHQ�HQIRUFHPHQW�DFWLRQ�FDQQRW�EH�WDNHQ�
LI�WKH�EUHDFK�ODWHU�FRPHV�WR�OLJKW��V������7&3$��

$�VWRS�QRWLFH�LV�VHUYHG�ZKHQ�D�UHPHG\�WR�D�SODQQLQJ�EUHDFK�
UHTXLUHV�XUJHQW�DFWLRQ��VV����������7&3$�� ,W�FDQQRW�EH�
LVVXHG�LI�DQ�HQIRUFHPHQW�QRWLFH�KDV�QRW�EHHQ�VHUYHG�DW�DQ�
HDUOLHU�WLPH� ,W�WDNHV�HIIHFW�YLUWXDOO\�DW�RQFH��DQG�FDQQRW�
EH�DSSHDOHG�DJDLQVW� +RZHYHU��LI�WKH�OLQNHG�HQIRUFHPHQW�
QRWLFH�LV�TXDVKHG�RQ�DSSHDO��WKH�VWRS�QRWLFH�LV�DOVR�YRLG���
,I�WKH�VWRS�QRWLFH�LV�RYHUWXUQHG��HYHQ�RQ�WHFKQLFDO�JURXQGV��
WKH�ORFDO�SODQQLQJ�DXWKRULW\�PD\�EH OLDEOH�WR�SD\�FRPSHQVDWLRQ�
IRU�ORVV�RI�SURILWV��V������7&3$��

,Q�DGGLWLRQ�WR�WKH�HQIRUFHPHQW�QRWLFH�DQG�WKH�VWRS�QRWLFH��
WKH� ORFDO� SODQQLQJ� DXWKRULW\� LV� HPSRZHUHG� WR� LVVXH� WKH�
SODQQLQJ�FRQWUDYHQWLRQ�QRWLFH�DQG�WKH�EUHDFK�RI FRQGLWLRQ�
QRWLFH���7KH IRUPHU�QRWLFH�JLYHV�WKH�ORFDO�SODQQLQJ�DXWKRULW\�
WKH�SRZHU�WR�REWDLQ�LQIRUPDWLRQ�DERXW�DFWLYLWLHV�RQ�ODQG�ZKHUH�



��

D�EUHDFK�RI�SODQQLQJ�FRQWURO�LV�VXVSHFWHG���)DLOXUH WR�FRPSO\�
ZLWK�VXFK�D�QRWLFH�ZLWKLQ����GD\V�LV�DQ�RIIHQFH�DQG�FDQ�EH�
SXQLVKHG�LQ�WKH PDJLVWUDWHV¶�FRXUW� 7KH�ODWWHU QRWLFH�LV
LVVXHG�WR�WKH�VLWH�ZKHUH�WKHUH�LV�D�EUHDFK�RI�SODQQLQJ�FRQGLWLRQ��
UHTXLULQJ�FRPSOLDQFH�ZLWK�WKH�FRQGLWLRQ���)DLOXUH�WR�FRPSO\�
ZLWKLQ�WKH�WLPH�OLPLW�LV�DJDLQ�DQ�RIIHQFH�



��

��� 8QLWHG�6WDWHV

3UHYLRXV� FKDSWHU� KDYH� VKRZQ� WKDW� %ULWDLQ� H[SOLFLWO\�
RSHUDWHV�D�IOH[LEOH�V\VWHP��EXW�KRZ�DERXW�WKH�$PHULFDQ"��7KLV�
FKDSWHU�DLPV�WR�JLYH�DQ�LQWURGXFWLRQ�WR�WKH�FXUUHQW�SODQQLQJ
V\VWHP�LQ�WKH�8QLWHG�6WDWHV� 7KH�FRQWHQWV�RI�WKLV�SDUW��XQOHVV
RWKHUZLVH�VSHFLILHG��LV�PDLQO\�REWDLQHG�IURP�WKH�ERRN��7KH�
3ROLWLFDO�&XOWXUH�RI�3ODQQLQJ��$PHULFDQ�/DQG�8VH�3ODQQLQJ�LQ�
&RPSDUDWLYH�3HUVSHFWLYH��E\�&XOOLQJZRUWK��������

����� ,QWURGXFWLRQ

,Q�$PHULFD�IHZ�UHJXODWLRQV�H[LVWHG�RQ�WKH�XVH�RI�ODQG�GXH�
WR�WKH�VHHPLQJO\ HQGOHVV�DPRXQWV�RI�LW� $V�VRFLHW\�VKLIWHG�
IURP�D�UXUDO�WR�DQ�XUEDQ�IRUP��SXEOLF�ODQG�UHJXODWLRQ�EHFDPH�
HVVHQWLDO�HVSHFLDOO\�WR�FLW\�JRYHUQPHQWV�WU\LQJ�WR�PDQDJH�
LQGXVWU\�� FRPPHUFH�� DQG� KRXVLQJ� VXUURXQGHG� E\� LWV�
ERXQGDULHV� ,Q� ����� 1HZ� <RUN &LW\� HQDFWHG� WKH� ILUVW�
FRPSUHKHQVLYH�]RQLQJ�RUGLQDQFH�ZKLFK�VHSDUDWHG�LQFRPSDWLEOH�



��

XVHV�LQWR�GLIIHUHQW�GLVWULFWV� 7KH�RUGLQDQFH�VSHFLILFDOO\�
FUHDWHG�UHVLGHQWLDO��EXVLQHVV�DQG�XQUHVWULFWHG�GLVWULFWV���
,Q�������WKH�1HZ <RUN�&RXUW�RI�$SSHDOV��LQ�/LQFROQ�7UXVW &R��
Y��:LOOLDPV�%XLOGLQJ�&RUS� XSKHOG�WKH�]RQLQJ�RUGLQDQFH�DV�
FRQVWLWXWLRQDO�DQG�DV�D��SURSHU�H[HUFLVH�RI�WKH�SROLFH�SRZHU��
2WKHU� VWDWHV� VRRQ� IROORZHG� 1HZ� <RUN�� W\SLFDOO\� GLYLGLQJ
SHUPLVVLEOH� XVHV� LQWR� D� QXPEHU� RI� GLVWULFWV�� XVXDOO\�
UHVLGHQWLDO��EXVLQHVV�DQG�LQGXVWULDO� %\�������RYHU�����ORFDO
PXQLFLSDOLWLHV�KDG�DGRSWHG�VLPLODU�]RQLQJ�RUGLQDQFHV�

,Q�DGGLWLRQ�WR�SODQQLQJ�DQG�]RQLQJ�UHJXODWLRQV��JRYHUQPHQW
DOVR�LPSRVHV�PDQ\�RWKHU�W\SHV�RI�UHVWULFWLRQV�RQ�WKH�XVH�RI�
ODQG���6RPH H[DPSOHV�LQFOXGH�

� HQYLURQPHQWDO� ODZV� UHJXODWH� RU� OLPLW� KRZ� FHUWDLQ�
LQGXVWULDO� DQG� RWKHU� DFWLYLWLHV� DUH� FRQGXFWHG� LQ�
SDUWLFXODU�DUHDV

� DJULFXOWXUDO�ODZV�UHJXODWH�KRZ�ODQG�PD\�EH�IDUPHG



��

$PHULFDQ�ODQG�XVH�FRQWUROV DUH�HVVHQWLDOO\�D�ORFDO�DIIDLU���
2YHU�PRVW�RI�WKH�8QLWHG�6WDWHV��ORFDO�JRYHUQPHQWV�DUH�QRW�
UHTXLUHG�WR�UXQ�DQ\�V\VWHP�RI�ODQG�XVH�FRQWURO�DQG��WKRXJK�
PRVW�GR�KDYH D�]RQLQJ�V\VWHP��VRPH�KDYH�QRQ�DW�DOO���2QO\�LQ
D�IHZ�VWDWHV�DUH�ORFDO�JRYHUQPHQWV�VXEMHFW�WR�DQ\�NLQG�RI�
FRQWURO�E\�WKH�VWDWH�JRYHUQPHQW��:DNHIRUG��������

7KHUH�LV�D�ORZ�GHJUHH�RI�DGPLQLVWUDWLYH�GLVFUHWLRQ�LQ�WKH�
8QLWHV�6WDWHV�DV WKH�$PHULFDQ�V\VWHP�HPEUDFHV�WKH�GRFWULQH�
RI�WKH�VHSDUDWLRQ�RI�SRZHUV��)LVKPDQ�������� ,Q�EULHI��D�
]RQLQJ� RUGLQDQFH� LV� SDVVHV� E\� WKH� OHJLVODWLYH� ERG\��
DSSOLFDWLRQV�IRU�UH]RQLQJ�RU�YDULDQFHV�DUH�UHYLHZHG�E\�DQ�
LQGHSHQGHQW� FRPPLVVLRQ�� DQG� DSSHDOV� DUH� WR� D� ERDUG� RI�
DGMXVWPHQW�� DQG VRPHWLPHV� WR� WKH� OHJLVODWLYH� ERG\�� DQG�
ILQDOO\�±± RQ�OHJDO�RU�FRQVWLWXWLRQDO�JURXQGV�±± WR�WKH�QRUPDO�
FRXUWV���7KH UROH�IRU GLVFUHWLRQ�LV VWULFWO\�UHVWULFWHG���7KH�
]RQLQJ�RUGLQDQFH�DQG�WKH�]RQLQJ�PDS�ZRXOG�VSHOO�RXW�WKH�
SHUPLWWHG�ODQG�XVHV�LQ�VXFK�FODULW\ DQG�GHWDLO�WKDW�WKHUH�
ZRXOG�EH�OLWWOH�URRP�IRU�GRXEW�RU�GLVFUHWLRQ� 7KXV�³SROLF\´�
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LV�VHHPHG�GHILQLWHO\�DV�WKH�UHVSRQVLELOLW\�RI�WKH�OHJLVODWLYH�
ERG\��ZKLOH�WKH�FRPPLVVLRQ�GHDOV�ZLWK�LWV�H[HFXWLRQ�WKURXJK�
WKH� LVVXDQFH� RI� SHUPLWV� DQG� WKH� RFFDVLRQDO� YDULDQFH� RU
H[FHSWLRQ���7KH UROH�RI�WKH�FRXUWV�LV�WR�KHDU�DSSHDOV�DJDLQVW�
ORFDO�GHFLVLRQV�DQG�DFW�DV�D�W\SH RI�SROLF\�LPSRVLQJ�ERG\�

7RGD\��IHGHUDO� VWDWH��DQG�ORFDO�JRYHUQPHQWV�UHJXODWH�
JURZWK� DQG� GHYHORSPHQW� WKURXJK� VWDWXWRU\� ODZ� /RFDO�
JRYHUQPHQWV�FDUU\�RXW�WKHLU�]RQLQJ�DQG�SODQQLQJ�SRZHUV�ZLWKLQ�
WKH�IUDPHZRUN�RI SRZHUV�FRQIHUUHG RQ�WKHP�E\�WKH�LQGLYLGXDO�
VWDWHV��HLWKHU�E\�FRQVWLWXWLRQDO�KRPH�UXOH�DXWKRULW\�RU�E\�
D�VSHFLILF�HQDEOLQJ�$FW� 7KH�PDMRULW\�RI�FRQWUROV�RQ�ODQG�
KRZHYHU�� VWHP� IURP� DFWLRQV� RI� SULYDWH GHYHORSHUV� DQG�
LQGLYLGXDOV� 7KUHH� W\SLFDO� VLWXDWLRQV� LQYROYLQJ� VXFK�
SULYDWH�HQWLWLHV�DQG�WKH�FRXUW�V\VWHP�DUH�

� VXLWV�EURXJKW�E\�RQH�QHLJKERXU�DJDLQVW�DQRWKHU�
� VXLWV�EURXJKW�E\�D�SXEOLF�RIILFLDO�DJDLQVW�D�QHLJKERXULQJ�

ODQGRZQHU�RQ�EHKDOI�RI�WKH�SXEOLF��DQG



��

� VXLWV� LQYROYLQJ� LQGLYLGXDOV� ZKR� VKDUH� RZQHUVKLS� RI� D�
SDUWLFXODU�SDUFHO�RI�ODQG�

,Q�WKHVH�VHWWLQJV�MXGLFLDO�GHWHUPLQDWLRQ�DQG�HQIRUFHPHQW�
RI�SULYDWH�ODQG�XVH�DUUDQJHPHQWV�FDQQRW�RQO\�UHLQIRUFH�SXEOLF�
UHJXODWLRQ� EXW� DOVR� DFKLHYH� IRUPV� DQG� OHYHOV� RI� FRQWURO�
]RQLQJ��

����� =RQLQJ�2UGLQDQFHV�DQG�5HJXODWLRQV

=RQLQJ� RUGLQDQFHV� DQG� UHJXODWLRQV� DUH� HQDFWPHQWV�
VSHFLILFDOO\�HVWDEOLVKLQJ�H[DFWO\ KRZ�D�SURSHUW\�PD\�EH�XVHG�
LQ�D�SDUWLFXODU�DUHD��DV�ZHOO�DV�SDUWLFXODUV�FRQFHUQLQJ�WKH�
VL]H�DQG�ORFDWLRQ�RI�EXLOGLQJV�RQ�WKH�SURSHUW\�DQG�WKH�PDQQHU�
LQ�ZKLFK�WKH\�DUH�PDLQWDLQHG���,Q RUGHU�WR�EH�OHJDOO\�HIIHFWLYH��
]RQLQJ�RUGLQDQFHV�DQG�UHJXODWLRQV PXVW�EH�DXWKRUL]HG�E\�VRPH�
HQDEOLQJ�DXWKRULW\�VXFK�DV�D�VWDWH�VWDWXWH RU�FRQVWLWXWLRQDO�
SURYLVLRQ�
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7\SLFDOO\��D�ORFDO�JRYHUQLQJ�ERG\ �D�WRZQ�RU�FLW\��DGRSWV�
D�]RQLQJ�RUGLQDQFH�DIWHU�WKH�JRYHUQLQJ�ERG\�KDV�DGRSWHG�DQ�
RIILFLDO�SODQ�RU�PDS���$ ]RQLQJ�UHJXODWLRQ�PD\�DOVR�EH�DGRSWHG�
E\�DQRWKHU�NLQG�RI�JRYHUQPHQW�ERG\��VXFK�DV�D�UHJLRQDO�SODQQLQJ�
DXWKRULW\��LI�DXWKRUL]HG�E\�VWDWH ODZ��3XQWHU�������� )RU�
H[DPSOH��LQ�1HZ -HUVH\��WKH�3LQHODQGV�&RPPLVVLRQ�KDV�WKH�
DXWKRULW\��XQGHU VWDWH�ODZ��WR�DGRSW�D�SODQ�DQG�WR�HQDFW�DQG
HQIRUFH� ]RQLQJ� UHJXODWLRQV� FRQWUROOLQJ� ODQG� XVH� LQ� WKH�
PLOOLRQ�DFUH�3LQHODQGV�DUHD�LQ�WKH VRXWKHUQ�SDUW�RI�WKH�VWDWH�

&ODVVLILFDWLRQV�RI�]RQLQJ�DUH�QRW�WKH�VDPH�IURP�VWDWH�WR
VWDWH���7KH PRVW� IUHTXHQWO\� XVHG� JURXSV� DUH� FRPPHUFLDO��
LQGXVWULDO��UHVLGHQWLDO��DQG�DJULFXOWXUDO� 7KHVH�JURXSV�PD\�
EH�XVHG�LQ�YDULRXV�FRPELQDWLRQV�

:LWKLQ�HDFK�RI�WKHVH�JHQHUDO�FDWHJRULHV�DUH�PRUH�QDUURZO\�
GHILQHG�GLYLVLRQV� )RU�H[DPSOH��D�UHVLGHQWLDO�]RQH�PLJKW�EH
VHJUHJDWHG�LQWR�VHSDUDWH�]RQHV�IRU�VLQJOH�IDPLO\�KRPHV�RQ�RQH�
DFUH�� VLQJOH� IDPLO\� KRPHV� RQ� D� KDOI� DFUH�� KRWHOV��



��

ERDUGLQJKRXVHV��PRELOH�KRPHV��ORZ�ULVH�DSDUWPHQW�FRPSOH[HV��
KLJK�ULVH�DSDUWPHQW�FRPSOH[HV��RU LQVWLWXWLRQDO�KRXVLQJ��$Q
LQGXVWULDO�]RQH�PD\�EH�]RQHG��KHDY\����OLJKW���RU��UHVHDUFK���
$�FRPPHUFLDO�]RQH�FDQ�EH�GLYLGHG�LQWR�VPDOO�VWRUHV��VKRSSLQJ�
FHQWUHV�� JDV� VWDWLRQV�� UHVWDXUDQWV�� GULYH�LQ� IDFLOLWLHV��
DGXOW�HQWHUWDLQPHQW�GLVWULFWV��DQG�ZDUHKRXVHV�

=RQLQJ�'LVWULFW 'HVFULSWLRQ�RI�8VH
5��$$ 6LQJOH�IDPLO\��ODUJH�ORW
5��$ 6LQJOH�IDPLO\��PLG�VL]H�ORW
5��% 6LQJOH�IDPLO\��VPDOO�ORW
5�� 7ZR�IDPLO\�UHVLGHQWLDO
5�� 0XOWL�IDPLO\�UHVLGHQWLDO
%�� +LJKZD\�EXVLQHVV
%�� &RQYHQLHQFH�VKRSSLQJ
%�� 1HLJKERXUKRRG�EXVLQHVV
%�� &HQWUDO�EXVLQHVV�GLVWULFW
2�� 2IILFH�EXLOGLQJV
/�� ,QGXVWULDO�XVHV
$�� $JULFXOWXUDO�XVHV

7DEOH����6HOHFWHG�8�6��=RQLQJ�&ODVVLILFDWLRQV
6RXUFH��6WDOH\���������3ODQQLQJ�5XOHV�DQG�8UEDQ�(FRQRPLF�3HUIRUPDQFH��WKH
&DVH�RI�+RQJ�.RQJ�
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2QFH�D�]RQLQJ�RUGLQDQFH�RU�UHJXODWLRQ�KDV�EHHQ�DGRSWHG�
XVHV�RI�ODQG�PXVW�FRQIRUP�WR�WKH�UHTXLUHPHQWV�RI�WKH�RUGLQDQFH���
)RU�H[DPSOH��LI�D ]RQLQJ�RUGLQDQFH�SURYLGHV�WKDW�D�SDUWLFXODU
DUHD�ZLWKLQ�D�WRZQ�LV�UHVHUYHG�IRU�UHVLGHQWLDO�XVH��D IDFWRU\�
PD\�QRW�EH�FRQVWUXFWHG�ZLWKLQ�WKH�DUHD�WKDW�LV�VSHFLILHG�DV�
UHVLGHQWLDO�� � 6LPLODUO\�� D� ]RQLQJ� RUGLQDQFH� PD\� �DQG�
W\SLFDOO\�GRHV��SURKLELW�KRPHRZQHUV�LQ�UHVLGHQWLDO�DUHDV�IURP�
RSHUDWLQJ�EXVLQHVVHV�IURP�WKHLU KRPHV���2IWHQ� KRZHYHU��D�
]RQLQJ�RUGLQDQFH�ZLOO�SHUPLW�EXVLQHVVHV�WR�RSHUDWH�IURP�KRPHV�
LQ�UHVLGHQWLDO�QHLJKERXUKRRGV�LI�WKH�EXVLQHVV�RSHUDWLRQ�GRHV�
QRW�FKDQJH�WKH�FKDUDFWHU�RI�WKH�QHLJKERXUKRRG� )RU�H[DPSOH�
D�FRQVXOWLQJ�EXVLQHVV�FRQGXFWHG�E\�PDLO�DQG�WHOHSKRQH�IURP�
DQ� H[WUD� EHGURRP� PLJKW� EH� DQ� DFFHSWDEOH XVH�� ZKLOH� D
FRQWUDFWLQJ�EXVLQHVV�LQYROYLQJ�FRPPHUFLDO�YHKLFOHV�DQG�KHDY\�
WUDIILF�PLJKW�QRW�EH�DFFHSWDEOH�

=RQLQJ�RUGLQDQFHV�DOVR�VSHFLI\�WKH�KHLJKW�DQG�RYHUDOO�VL]H�
RI�EXLOGLQJV��WKHLU�SUR[LPLW\�WR�RQH�DQRWKHU��ZKDW�SHUFHQWDJH�
RI�WKH�DUHD�RI D�EXLOGLQJ�ORW�PD\�FRQWDLQ�VWUXFWXUHV� DQG�ZKDW�
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SDUWLFXODU�NLQGV RI�IDFLOLWLHV�PXVW�EH�LQFOXGHG�ZLWK�FHUWDLQ�
NLQGV�RI�XVHV� )RU�H[DPSOH��]RQLQJ�RUGLQDQFHV�ZLOO�W\SLFDOO\�
OLPLW�WKH�QXPEHU�RI�VWRULHV�DQG�WRWDO�KHLJKW�RI�D�EXLOGLQJ��
UHTXLUH�D�FHUWDLQ�QXPEHU RI�SDUNLQJ�VSDFHV�IRU�D�FRPPHUFLDO�
EXLOGLQJ��DQG�UHTXLUH�D�GULYHZD\�DQG�JDUDJH�RQ�D�VXEXUEDQ�
UHVLGHQWLDO�SURSHUW\�

7KHUH�DUH�WZR�UHTXLUHPHQWV�LQ�D�]RQLQJ�RUGLQDQFH��WKH�XVH�
UHTXLUHPHQW�DQG�WKH�EXON�UHTXLUHPHQW���7KH�XVH�UHTXLUHPHQWV�
LQ�D�]RQLQJ�RUGLQDQFH UHIHU�WR�WKH�W\SHV�RI�XVHV�WR�ZKLFK
SURSHUW\� PD\� EH� SXW�� VXFK� DV� UHVLGHQWLDO�� FRPPHUFLDO��
LQGXVWULDO��RU�UHFUHDWLRQDO� 7KH�EXON�UHTXLUHPHQWV�RI�D�
]RQLQJ�RUGLQDQFH UHIHU�WR�WKH�KHLJKW�DQG�VL]H�UHVWULFWLRQV�
RQ�EXLOGLQJV�LQFOXGLQJ�WKH�QXPEHU�RI�VWRULHV�LQ�D EXLOGLQJ��
WKH�VTXDUH�IHHW�RI�VSDFH�ZKLFK�D�EXLOGLQJ�SURYLGHV��WKH�
SHUFHQWDJH�RI�DUHD�LW�FRYHUV�RQ�D�EXLOGLQJ�ORW��WKH�PLQLPXP�
ORW�VL]H�UHTXLUHPHQWV��LI�DQ\� 7KH�VHWEDFN�DQG VLGH�\DUG�
UHTXLUHPHQWV�RI D�]RQLQJ�RUGLQDQFH�UHIHU�WR�WKH�GLVWDQFH�
EHWZHHQ�WKH�IURQW�DQG�EDFN�SURSHUW\�OLQHV�DQG�WKH�GLVWDQFH�
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IURP�WKH�VLGH�SURSHUW\�OLQHV��UHVSHFWLYHO\��WR�DQ\�VWUXFWXUH�
RQ�WKH�SURSHUW\�

����� 6XEGLYLVLRQ

$�VXEGLYLVLRQ�LV�WKH�GLYLVLRQ�RI�D�VLQJOH�SLHFH�RI�SURSHUW\�
�RU�JURXS�RI�SURSHUWLHV��LQWR�LQGLYLGXDO�EORFNV�DQG ORWV��
2WKHU�DUHDV�RI�VXEGLYLVLRQ�GHYHORSPHQW�LQFOXGH�SDUNV��VFKRROV��
DQG�VWUHHWV���$�VXEGLYLVLRQ�XVXDOO\�HQWDLOV�WKH�GHYHORSPHQW�
RI�ODQG�IRU�UHVLGHQWLDO�XVH�

0RVW� ]RQLQJ� RUGLQDQFHV� SODFH� OLPLWDWLRQV� RQ� WKH�
VXEGLYLVLRQ�RI�ODQG�DQG�UHTXLUH�D�VHSDUDWH�SURFHVV�RI�QRWLFH�
KHDULQJ�� DQG� FRQVLGHUDWLRQ� E\� ]RQLQJ� DXWKRULWLHV� EHIRUH�
SHUPLVVLRQ� ZLOO� EH� JLYHQ� WR� VXEGLYLGH� SURSHUW\� IRU
GHYHORSPHQW���

7KH�OLPLWDWLRQV�LQFOXGH�UHTXLUHPHQWV�WKDW�WKH�ORWV�EH�RI
D�SDUWLFXODU�VL]H��WKH�VWUHHWV�EH�RI�D�SDUWLFXODU�ZLGWK�DQG�
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TXDOLW\��DQG�WKH�ZDWHU��JDV��DQG�VHZHU�OLQHV�RI�D�SDUWLFXODU�
W\SH�EH�VXSSOLHG� 6RPH�VWDWHV�SHUPLW�ORFDO�JRYHUQPHQWV�WR�
UHTXLUH�GHYHORSHUV�ZKR�DUH�VXEGLYLGLQJ�SURSHUW\�WR�SD\�IRU�
VRPH�SRUWLRQ�RI�WKH�PXQLFLSDO�LPSURYHPHQWV�WKDW�DUH�QHFHVVDU\�
IRU�UHVLGHQWLDO�XVH��VXFK�DV�VHZHUV��VFKRROV��DQG�URDGV�

����� 6LWH�3ODQ

$�VLWH�SODQ�LV�D�FRPSUHKHQVLYH�PDS�VKRZLQJ�WKH�SODQQHG�XVH�
RI�D�SDUWLFXODU�SURSHUW\�LQ�GHWDLO��LQFOXGLQJ�WKH�WRSRJUDSK\��
WKH�ORFDWLRQ�RI DOO�SURSRVHG�VWUXFWXUHV��HQJLQHHULQJ�DQG�
GHVLJQ�IHDWXUHV�VXFK�DV�FXUEV�DQG�ZDONZD\V�XWLOLWLHV� $�VLWH
SODQ� PD\� DOVR� LQFOXGH� HOHYDWLRQV� VKRZLQJ� WKH� KHLJKW� DQG�
UHODWLRQVKLS� RI� SURSRVHG� EXLOGLQJV� DQG� RWKHU� IHDWXUHV�
UHTXLUHG�E\�WKH�ORFDO�]RQLQJ�RUGLQDQFH�RU�DSSOLFDEOH�HQDEOLQJ�
DXWKRULW\�



��

����� 8VHV�XQGHU�WKH�=RQLQJ�2UGLQDQFH

7KHUH�DUH�WKUHH�FDWHJRULHV�RI�XVHV�OLVWHG�XQGHU�WKH�]RQLQJ�
RUGLQDQFH���7KH\ DUH�WKH�SHUPLWWHG�XVH��FRQGLWLRQDO�XVH�DQG�
QRQ�FRQIRUPLQJ�XVH�

������� 3HUPLWWHG�8VH

$�SHUPLWWHG�RU��DV�RI�ULJKW��XVH�LV�RQH�ZKLFK�LV�SHUPLWWHG�
XQGHU� WKH� ]RQLQJ� RUGLQDQFH� RU� UHJXODWLRQ� ZLWKRXW� DQ\�
OLPLWDWLRQV�RU�UHTXLUHG�SURFHHGLQJV�

������� &RQGLWLRQDO�8VH

$�FRQGLWLRQDO�XVH LV�D�XVH�ZKLFK�LV�SHUPLWWHG�XQGHU�D�]RQLQJ�
RUGLQDQFH�� EXW� ZKLFK� PXVW� PHHW� FHUWDLQ� FRQGLWLRQV� )RU�
H[DPSOH��D�]RQLQJ�RUGLQDQFH�PD\�SHUPLW�SURIHVVLRQDO�RIILFHV
LQ�D�UHVLGHQWLDO�]RQH��LI�DW�OHDVW�IRXU�RII�VWUHHW�SDUNLQJ�
SODFHV�DUH�SURYLGHG���:KHQ�D�XVH�LV�FRQGLWLRQDO��WKH�]RQLQJ�
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RUGLQDQFH�RIWHQ�ZLOO�UHTXLUH�WKH�SURSHUW\�RZQHU�WR�ILOH�DQ�
DSSOLFDWLRQ�ZLWK�ORFDO�RIILFLDOV�VR�WKDW�WKH\�PD\�GHWHUPLQH
ZKHWKHU�WKH�FRQGLWLRQV�KDYH�EHHQ�PHW�

������� 1RQ�&RQIRUPLQJ�8VH

:KHQ�D�]RQLQJ�RUGLQDQFH�LV�YDOLGO\�DGRSWHG��DOO�IXWXUH�
GHYHORSPHQW�LQ�WKH�ORFDOLW\�JRYHUQHG�E\�WKH�RUGLQDQFH�PXVW�
FRQIRUP�WR�LWV�UHTXLUHPHQWV� +RZHYHU��H[LVWLQJ�SURSHUWLHV�LQ�
D�ORFDOLW\�DUH�RIWHQ�XVHG�LQ�D�PDQQHU�LQFRQVLVWHQW�ZLWK�D�QHZ�
]RQLQJ� RUGLQDQFH� 6XFK� XVHV� DUH� UHIHUUHG� WR� DV�
�QRQ�FRQIRUPLQJ��XVHV�EHFDXVH�WKH\�GR�QRW��FRQIRUP��WR�WKH�
UHTXLUHPHQWV� RI� WKH� ]RQLQJ� RUGLQDQFH�� � $� XVH� PD\� EH
QRQ�FRQIRUPLQJ�EHFDXVH�WKH�QDWXUH RU�FKDUDFWHULVWLFV�RI�WKH�
EXLOGLQJ�LWVHOI�GR�QRW�FRQIRUP�WR WKH�]RQLQJ�RUGLQDQFH��RU
WKH�DFWLYLW\�JRLQJ�RQ�LQ�WKH�EXLOGLQJ�GRHV�QRW�FRQIRUP���)RU�
H[DPSOH�� D� IDFWRU\� ORFDWHG� LQ� D� UHVLGHQWLDO� ]RQH� LV� D�
QRQ�FRQIRUPLQJ� XVH�� D� WZR�VWRU\� EXLOGLQJ� ORFDWHG� LQ� D�
RQH�VWRU\�]RQH LV�D�QRQ�FRQIRUPLQJ�XVH�
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*HQHUDOO\��DQ�H[LVWLQJ�QRQ�FRQIRUPLQJ�XVH�LV�QRW�UHTXLUHG�
WR�FHDVH�DQG�PD\�FRQWLQXH�DIWHU�WKH�DGRSWLRQ�RI�D�]RQLQJ�
RUGLQDQFH���+RZHYHU��WKH�ULJKW�WR�FRQWLQXH�D�QRQ�FRQIRUPLQJ�
XVH�PD\�EH�ORVW�LI�WKH�QRQ�FRQIRUPLQJ�XVH�LV�DEDQGRQHG� )RU�
H[DPSOH��LI�D�IDVW�IRRG�UHVWDXUDQW�LV�RSHUDWHG�LQ�D�VWRUHIURQW�
LQ�DQ�DUHD�WKDW LV�ODWHU�]RQHG�LQ�D�PDQQHU�H[FOXGLQJ�DOO�
IRRG�UHODWHG� RSHUDWLRQV�� WKH� UHVWDXUDQW� PD\� FRQWLQXH� WR�
RSHUDWH���,I WKH�UHVWDXUDQW�FORVHV��WKH�ULJKW�WR�FRQWLQXH�WKH�
XVH�PD\�EH�ORVW�LI�WKH�VDPH�UHVWDXUDQW�LV�QRW�UH�RSHQHG��RU�
LI�VRPH�RWKHU�VLPLODU�IRRG�UHODWHG�XVH�LV�QRW�EHJXQ�ZLWKLQ�
D� FHUWDLQ� SHULRG� RI� WLPH� ,I� WKH� EXLOGLQJ� LWVHOI� LV�
QRQ�FRQIRUPLQJ��WKH�ULJKW�WR�EH�QRQ�FRQIRUPLQJ�PD\ EH�ORVW
LI�WKH�EXLOGLQJ�LV�FRPSOHWHO\��RU�HYHQ�SDUWLDOO\��GHVWUR\HG�
$PRUWL]DWLRQ�LV�DQRWKHU�GHYLFH�XVHG�WR�OLPLW�WKH�GXUDWLRQ�RI�
QRQ�FRQIRUPLQJ�XVHV� 8QGHU�WKLV�DSSURDFK��D�QRQ�FRQIRUPLQJ�
XVH�PD\�EH�SHUPLWWHG�WR�FRQWLQXH�IRU�D�VSHFLILF�SHULRG�RI�WLPH�
DIWHU�ZKLFK�LW�PXVW�EH�FRQYHUWHG�WR�D�FRQIRUPLQJ�XVH�



��

����� 'LVFUHWLRQ

$OWKRXJK�WKHUH�LV�ORZ�GHJUHH�RI�IOH[LELOLW\�LQ�WKH�SODQQLQJ
V\VWHP�LQ�WKH�8QLWHG�6WDWHV��WKHUH�DUH�VRPH�DUHDV�SURYLGHG�
IRU�GLVFUHWLRQ�

/RFDO�ODQG�XVH�SODQV�DQG�]RQLQJ�RUGLQDQFHV�XVXDOO\�FRQWDLQ�
SURYLVLRQV�LPSRVLQJ�OLPLWDWLRQV DQG�UHTXLUHPHQWV�RQ�ODQG�XVHV
XQLIRUPO\�LQ�VSHFLILF�DUHDV��RU��]RQHV���GHOLQHDWHG�LQ�WKH�
SODQ�RU�RUGLQDQFH� 2QFH�D�SODQ�DQG�RUGLQDQFH�KDV�EHHQ DGRSWHG��
SURSHUW\� RZQHUV� PD\� VHHN� WR� REWDLQ� H[FHSWLRQV� WR� WKH�
UHTXLUHPHQWV�DQG�OLPLWDWLRQV��HLWKHU�WKURXJK�DQ�DPHQGPHQW�WR�
WKH�SODQ�RU�RUGLQDQFH��RU�WKURXJK�DQ�DSSOLFDWLRQ�IRU�D�9DULDQFH�
RU�6SHFLDO�8VH�3HUPLW� ,Q�ERWK�FDVHV��WKH�DPHQGPHQW�RU�
DSSOLFDWLRQ�PD\ EH�RSSRVHG�RQ�WKH�JURXQG�WKDW�SHUPLWWLQJ�
VSHFLDO�H[FHSWLRQV�IRU�VSHFLILF�SURSHUWLHV�LV�LQFRQVLVWHQW�
ZLWK�WKH RYHUDOO�ODQG�XVH�SODQ�RU�RUGLQDQFH��DQG�FRQVWLWXWHV�
LOOHJDO�VSRW�]RQLQJ���:KHWKHU�RU�QRW�D�SDUWLFXODU�H[FHSWLRQ�
FRQVWLWXWHV�LOOHJDO�VSRW�]RQLQJ��RU�LV�PHUHO\�D�SHUPLVVLEOH�
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H[FHSWLRQ��JUHDWO\�YDULHV�DFFRUGLQJ�WR�

� WKH�IDFWV�RI�WKH�SURSHUW\�XVH
� WKH�SURYLVLRQV�RI�WKH�DSSOLFDEOH�HQDEOLQJ�VWDWXWH
� WKH�ODQG�XVH�SODQ�LQ�TXHVWLRQ

'HSHQGLQJ� XSRQ� WKH� ODZV� RI� WKH� VWDWH� DQG� WKH� ORFDO
JRYHUQPHQW��LW�PD\�EH�SRVVLEOH�WR�FKDQJH�WKH�]RQLQJ�RQ�D�
SDUWLFXODU� SURSHUW\� WKURXJK� D� YDULDQFH� $� YDULDQFH� LV�
SHUPLVVLRQ�WR�GHSDUW IURP�WKH�OLWHUDO�UHTXLUHPHQWV�RI�D�]RQLQJ�
RUGLQDQFH���$ YDULDQFH�LV�JUDQWHG�RU�GHQLHG�E\�DGPLQLVWUDWLYH�
DFWLRQ��

7KH�VR�FDOOHG�DUHD�YDULDQFH�FRQFHUQV�D�SHUPLVVLEOH�XVH
SUHVHQWLQJ�D�SUREOHP�RI�LOO�ILW� )RU�H[DPSOH��RQH�ZLVKHV�WR�
DGG�DQ�HQFORVXUH�WR�RQH
V KRPH�WKDW�ZRXOG�YLRODWH�WKH�PLQLPXP�
VHWEDFN�UHTXLUHPHQWV�RI�WKH�]RQLQJ�UHJXODWLRQ���7R�SURFHHG��
RQH�ZRXOG�QHHG�WR�REWDLQ�DQ�DUHD�YDULDQFH�
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%\�FRQWUDVW��WKH�XVH�YDULDQFH�SHUWDLQV�WR�D�XVH�WKDW�
ZLWKRXW�WKH�YDULDQFH��ZRXOG�EH�LPSHUPLVVLEOH�LQ�WKH�JLYHQ�]RQH��
)RU�H[DPSOH��RQH�ZLVKHV�WR�EXLOG�D�FRQYHQLHQFH�VWRUH�LQ�D�
ORFDOLW\�H[FOXVLYHO\�]RQHG�IRU�UHVLGHQWLDO�SXUSRVHV� 7R�
SURFHHG��RQH�ZRXOG�UHTXLUH�WKH�PRUH�H[DFWLQJ�XVH�YDULDQFH��
*HQHUDOO\��WKH�SURSRQHQW�RI�WKH�YDULDQFH�PXVW�VKRZ�WKDW�XQGXH�
KDUGVKLS�KDV�QRW EHHQ�VHOI�LPSRVHG�DQG�WKDW�WKH�YDULDQFH�ZRXOG�
QRW�EH�FRQWUDU\�WR�SXEOLF�ZHOIDUH�RU�VXUURXQGLQJ�SURSHUW\�
YDOXHV��

0RVW�VWDWXWHV�SHUPLWWLQJ�WKH�DGRSWLRQ�RI�]RQLQJ�RUGLQDQFHV�
VSHFLI\�WKH�FLUFXPVWDQFHV�XQGHU�ZKLFK�YDULDQFHV�PD\�EH�JUDQWHG���
8VXDOO\��VRPH�NLQG�RI�KDUGVKLS�PXVW�EH�VKRZQ�WR�MXVWLI\�WKH�
JUDQW�RI�D�YDULDQFH� 6RPH�H[DPSOHV�RI�KDUGVKLS�DUH��

� DQ� XQGHU�VL]HG� ORW� RQ� ZKLFK� D� YDULDQFH� LV� QHHGHG� WR�
FRQVWUXFW�DQ\�XVHIXO�VWUXFWXUH��RU

� DQ�RGG�VKDSHG�ORW FDQQRW�VDWLVI\�WKH�VLGH�\DUG�DQG�VHWEDFN�
UHTXLUHPHQWV�IRU�WKH�FRQVWUXFWLRQ�RI�D�UHVLGHQFH�WKDW�ZRXOG�



��

RWKHUZLVH�EH�SHUPLWWHG�LQ�WKH�]RQH�

6SHFLDO�8VH�3HUPLW�VKRXOG�EH�REWDLQHG�ZKHQ�VSHFLDO�XVHV�
DUH�SURYLGHG� 7KHVH�VSHFLDO�XVHV�LQFOXGH�KRVSLWDOV��IXQHUDO�
KRPHV��FHPHWHULHV�DQG�VFKRROV��HWF��ZKLFK�DUH�RPLWWHG IURP�
WKH�]RQLQJ�FRGHV� 7KHVH�XVHV�FDQQRW�EH�SURYLGHG�LI�D�VSHFLDO�
XVH�SHUPLW�DQG�WKH�SHUPLVVLRQ�RI�ORFDO�]RQLQJ�DXWKRULW\�LV�
QRW�JUDQWHG�

����� $SSOLFDWLRQ�3URFHVV

7KH�HQDEOLQJ�DXWKRULW\�XVXDOO\�VHWV�WKH�QDWXUH�RI�WKH�
DSSOLFDWLRQ�SURFHVV�IRU�DSSURYDO RI�D�VXEGLYLVLRQ�RU VLWH�SODQ�
RU�IRU�REWDLQLQJ D�YDULDQFH�RU�FRQGLWLRQDO�XVH�SHUPLW���7KH�
HQDEOLQJ�DXWKRULW\�PD\�EH�D�VWDWH�VWDWXWH�RU�]RQLQJ�RUGLQDQFH��
ZKLFK�LPSRVHV�WKH�ODQG�XVH�UHTXLUHPHQWV�LQ�TXHVWLRQ�

7KH�SURFHVV�RI�UHYLHZ�PD\�EHJLQ�ZKHQ�D�SURSHUW\�RZQHU
DSSOLHV�WR�D�ORFDO�JRYHUQPHQW�DXWKRULW\�IRU�D�EXLOGLQJ�SHUPLW��
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7KH�]RQLQJ�RUGLQDQFH��RU�RWKHU�UHJXODWLRQ��PD\�UHTXLUH�D�
SURSHUW\�RZQHU�WR�REWDLQ�D�EXLOGLQJ�SHUPLW�EHIRUH�EHJLQQLQJ�
DQ\�VLJQLILFDQW�DOWHUDWLRQ�RI�D�SURSHUW\�

7KH�EXLOGLQJ�LQVSHFWRU��RU�RWKHU�RIILFHU�ZLWK�WKH�DXWKRULW\�
WR�LVVXH�EXLOGLQJ�SHUPLWV��WKHQ�UHYLHZV�WKH�DSSOLFDWLRQ�WR�
GHWHUPLQH� ZKHWKHU� DGGLWLRQDO� LQIRUPDWLRQ� LV� QHHGHG�� RU�
ZKHWKHU�VRPH�DSSURYDO�SURFHHGLQJ��VXFK�DV�VLWH�SODQ�UHYLHZ��
VXEGLYLVLRQ�UHYLHZ��RU�D�YDULDQFH DSSOLFDWLRQ�LV�UHTXLUHG��
,I�WKH�XVH�LV�SHUPLWWHG��DQG�LI�QR�IXUWKHU�UHYLHZ�RU�LQIRUPDWLRQ�
LV�UHTXLUHG��D�EXLOGLQJ�SHUPLW�ZLOO�XVXDOO\�LVVXH�� ,Q�VRPH
FDVHV��WKH�SURSHUW\�RZQHU�PD\�VWDUW�WKH�UHYLHZ�SURFHVV�E\
ILOLQJ�D�VLWH�SODQ�RU�D�VXEGLYLVLRQ�DSSOLFDWLRQ�

,I�IXUWKHU�SURFHHGLQJV�DUH�UHTXLUHG��WKH�PDWWHU�LV�RIWHQ�
UHIHUUHG�WR�D�ORFDO�RU�UHJLRQDO�ERDUG�WKDW�

� UHYLHZV�WKH�LQIRUPDWLRQ�VXSSOLHG�E\�DQ�DSSOLFDQW
� VXJJHVWV�PRGLILFDWLRQ�LI�QHHGHG



��

� WKHQ�JUDQWV�WKH�DSSURYDO�LI�DSSURSULDWH�

7KH�UHYLHZ�SURFHVV�PD\�UHTXLUH�D�KHDULQJ�DW�ZKLFK�WKH�SXEOLF�
PD\�FRPPHQW�RQ�WKH�DSSOLFDWLRQ�DQG�H[SUHVV�DQ\�REMHFWLRQV��
'HSHQGLQJ�XSRQ�ORFDO�ODZ��PRUH�WKDQ�RQH�DSSOLFDWLRQ�PD\�EH�
UHTXLUHG�IRU�D�SDUWLFXODU�ODQG�XVH�SHUPLW���)RU H[DPSOH��ERWK�
ORFDO�DQG�FRXQW\ DSSURYDO�PD\�EH�UHTXLUHG�IRU�FHUWDLQ�W\SHV�
RI�GHYHORSPHQW�DSSOLFDWLRQV�

,I�DSSURYDO�RI� DQ�DSSOLFDWLRQ�IRU�D�EXLOGLQJ�SHUPLW��
VXEGLYLVLRQ��VLWH�SODQ��RU�RWKHU�ODQG�XVH�DSSOLFDWLRQ�LV�
GHQLHG��WKH�DSSOLFDQW�PD\�DSSHDO�WKH�GHFLVLRQ��'HSHQGLQJ�XSRQ�
WKH� SURYLVLRQV� RI� WKH� ]RQLQJ� HQDEOLQJ� VWDWXWH� RU RWKHU�
DXWKRULW\��WKH�DSSHDO�PD\�EH�WR�DQRWKHU�ODQG�XVH�DXWKRULW\�
RU�XOWLPDWHO\��WR�D�FRXUW��,Q�VRPH�FDVHV��QHLJKERXUV�RU�RWKHU�
LQWHUHVWHG�SDUWLHV�PD\�KDYH�WKH�ULJKW�WR�DSSHDO�IURP�WKH�JUDQW�
RI�D�SHUPLW�

$�FRXUW�ZLOO�XVXDOO\�XSKROG�WKH�GHFLVLRQ�RI�D�ODQG�XVH�



��

DXWKRULW\� LI� LW� FRQIRUPV� WR� WKH� HQDEOLQJ� VWDWXWH� DQG�
DSSOLFDEOH� ODZV�� RUGLQDQFHV�� RU� UHJXODWLRQV�� DQG� LI� LW�
LQYROYHV�DQ�H[HUFLVH�RI�MXGJPHQW��XQOHVV�WKH�H[HUFLVH�RI�
MXGJPHQW�LV��DUELWUDU\��FDSULFLRXV��DQG�XQUHDVRQDEOH��

����� 5H]RQLQJ

1RW�DOO�UH]RQLQJ�SURFHHGLQJV�DUH�DOLNH� %XW�NH\�IHDWXUHV�
DUH�FRQVLVWHQW� ,W�EHJLQV�ZLWK�DQ�DSSOLFDWLRQ��DQG�SD\PHQW�
RI�D�IHH���IROORZHG�E\�QRWLFH�WR�DOO�QHDUE\�SURSHUW\�RZQHUV���
6HYHUDO�RSHQ�SXEOLF�KHDULQJV�DW�WKH�QHLJKERXUKRRG OHYHO DUH�
KHOG�VR�WKDW�DUHD UHVLGHQWV�DQG JRYHUQPHQW�DJHQFLHV�FDQ�VSHDN
RXW�WKHLU�RSLQLRQV�DQG�FRQFHUQV�

0RVW� SHRSOH� VHHNLQJ� D� UH]RQLQJ� UHWDLQ� DQ� H[SHULHQFHG�
DWWRUQH\�WR�DVVLVW�WKHP� $W�WKH�SXEOLF�KHDULQJ��VKH�RU�KH�
ZRXOG�SUHVHQW�WKH�FDVH�DQG�EH�SUHSDUHG�WR�KDQGOH�WKH�REMHFWLRQV�
WKDW�PLJKW�EH H[SHFWHG�IURP�WKRVH�ZKR�RSSRVH�WKH�UHTXHVW���$�
ODZ\HU�ZLOO�DOVR�EH�SUHSDUHG�WR�DOOD\�WKH�IHDU�RI�RSSRQHQWV�



��

WKDW�WKH�UHTXHVWHG�]RQLQJ�FKDQJH�FRXOG�KXUW�SURSHUW\�YDOXHV�
RU�EH�LQFRPSDWLEOH�ZLWK�WKH�VXUURXQGLQJ�XVHV�RI�QHDUE\�DUHDV�
DQG�WKH�JRDOV�RI�WKH�FLW\¶V FRPSUHKHQVLYH�FRPPXQLW\�SODQ�



��

��� +RQJ�.RQJ

$IWHU�LQWHUSUHWLQJ�WKH�SODQQLQJ�V\VWHPV�RI�%ULWDLQ�DQG�WKH�
8QLWHG�6WDWHV��WKH�ORFDO�SODQQLQJ�V\VWHP�LV�SUHVHQWHG���7KH�
LQIRUPDWLRQ�VWDWHG�LQ�WKLV�SDUW LV�PDLQO\�IRXQG IURP�WKH
SXEOLFDWLRQV�RI�WKH�3ODQQLQJ�'HSDUWPHQW�DQG�WKH�7RZQ�3ODQQLQJ�
2UGLQDQFH��&KDSWHU�����RI�WKH�/DZV�RI�+RQJ�.RQJ�

7KH�SXUSRVH�RI�WRZQ�SODQQLQJ�LQ�+RQJ�.RQJ�LV�WR�JXLGH�DQG�
FRQWURO�WKH�GHYHORSPHQW�DQG�XVH�RI�ODQG��ZLWK�WKH�DLP�RI�
SURPRWLQJ�WKH�KHDOWK��VDIHW\��FRQYHQLHQFH�DQG JHQHUDO�ZHOIDUH�
RI�WKH�FRPPXQLW\� ,W�OLHV�RQ�WKH�SULQFLSOH�RI�SURPRWLQJ�WKH�
ULJKW�GHYHORSPHQW�LQ�WKH�ULJKW�SODFH�DQG�DW�WKH�ULJKW�WLPH�
VR�DV�WR�EULQJ�DERXW�D�EHWWHU�RUJDQL]HG��PRUH�HIILFLHQW�DQG�
PRUH�GHVLUDEOH�SODFH�LQ�ZKLFK�WR�OLYH�DQG�ZRUN �3ODQQLQJ�
'HSDUWPHQW����������,Q�+RQJ�.RQJ��QRQ�VWDWXWRU\�FRQWURO�DQG�
VWDWXWRU\�FRQWURO�RQ�WKH�XVH�RI�ODQG�DUH�HPSOR\HG�E\�WKH�
*RYHUQPHQW�



��

����� 1RQ�6WDWXWRU\�&RQWURO

,Q�WKLV�SDUW��WZR�LVVXHV�DUH�LQWURGXFHG��WKH�WKUHH�WLHU�
SODQQLQJ�V\VWHP��ZKLFK�JRYHUQV�WKH�FRQFHSW�RI�SODQQLQJ�LQ�+RQJ�
.RQJ��DQG�WKH�JRYHUQPHQW�OHDVH��ZKLFK�LV�D�PHDQ�RI�GHYHORSPHQW�
FRQWURO�E\�WKH�ORFDO�JRYHUQPHQW�

������� 7KH�7KUHH�7LHU�3ODQQLQJ�6\VWHP

,Q�+RQJ�.RQJ��SODQQLQJ�LV�FDUULHG�RXW�DW�D�WKUHH�WLHU�
SODQQLQJ� V\VWHP� FRPSULVLQJ� WKH� WHUULWRULDO� GHYHORSPHQW�
VWUDWHJ\��WKH�VXE�UHJLRQDO�GHYHORSPHQW�VWUDWHJLHV�DQG�WKH�
GLVWULFW�SODQV��)LJXUH���� *XLGLQJ�WKH�SUHSDUDWLRQ�RI�WKHVH
SODQV�LV�WKH�+RQJ�.RQJ�3ODQQLQJ�6WDQGDUGV�DQG�*XLGHOLQHV�
�+.36*���3ODQQLQJ�'HSDUWPHQW��������

7HUULWRULDO�'HYHORSPHQW�6WUDWHJ\��7'6���)LJXUH����LV�D�
SROLF\�VWDWHPHQW�LQ�WKH�WHUULWRULDO�WLHU� ,W�FRQFHUQV�EURDG
DQG� ORQJ�WHUP� GHYHORSPHQW� VWUDWHJLHV� DQG� SURYLGHV� D�



��

FRQFHSWXDO�IUDPHZRUN�RI�IXWXUH�GHYHORSPHQW�LQ�+RQJ�.RQJ�LQ�
WHUPV�RI�SRSXODWLRQ��ODQG�XVH��WUDQVSRUW��HQYLURQPHQW�DV�ZHOO�
DV�ODQG�XVH�LQIUD�VWUXFWXUDO�SDWWHUQ��$SSHQGL[�,,,�� 7'6�LV�
XVHG�DV�D�JXLGHOLQH�WR�SUHSDUH�IRU�VXE�UHJLRQDO�DQG GLVWULFW�
SODQV��

6XE�5HJLRQDO� 'HYHORSPHQW� 6WUDWHJ\� �65'6�� �)LJXUH� ���
WUDQVODWHV�WKH�WHUULWRULDO�JRDO�LQWR�PRUH�VSHFLILF�SODQQLQJ�
REMHFWLYH IRU�+RQJ�.RQJ
V�ILYH�VXE�UHJLRQV��1RUWK�(DVW�1HZ
7HUULWRULHV�� 1RUWK�:HVW� 1HZ� 7HUULWRULHV�� 6RXWK�(DVW� 1HZ�
7HUULWRULHV��6RXWK�:HVW�1HZ�7HUULWRULHV�DQG�WKH�0HWURSROLWDQ�
$UHD��)LJXUH����

3ODQV�SUHSDUHG�DW�WKH�WHUULWRULDO DQG�VXE�UHJLRQDO�WLHU
GR�QRW�KDYH�DQ\ VWDWXWRU\�HIIHFW�WR�WKH�SXEOLF�

'LVWULFW�3ODQV�DUH�GHWDLOHG�ODQG�XVH�SODQV�ZKLFK�WUDQVODWH�
WKH�EURDG�SODQQLQJ�SULQFLSOHV�LGHQWLILHG�LQ�WKH�7'6�DQG 65'6�
WR�WKH�ORFDO�OHYHO�WKURXJK�WKH�GHVLJQDWLRQ�RI�YDULRXV�SDUFHOV�
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RI�ODQG�IRU�GLIIHUHQW�XVHV��3ODQQLQJ�'HSDUWPHQW�������� 7KHUH�
DUH�WZR�W\SHV�RI�GLVWULFW�SODQV��2XWOLQH�=RQLQJ�3ODQV��2=3V��
�VFDOH� �������� WR� ���������� �)LJXUH� ��� DQG� 'HYHORSPHQW�
3HUPLVVLRQ�$UHD��'3$��3ODQV��VFDOH�����������)LJXUH �����%RWK
RI�WKHVH�WZR�SODQV�DUH�SUHSDUHG�E\�WKH�3ODQQLQJ�'HSDUWPHQW�
XQGHU� WKH� 7RZQ 3ODQQLQJ� 2UGLQDQFH� DQG� DUH� DSSURYHG� DQG�
SXEOLVKHG�E\�WKH�7RZQ�3ODQQLQJ�%RDUG� ,Q�WKH�ORFDO�GLVWULFW�
WLHU��2=3V�DUH�LQFRUSRUDWHG�LQWR�WKH�OHJLVODWLYH�IUDPHZRUN�
XQGHU�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH��ZKLFK�ZRXOG�EH�IXUWKHU�
HODERUDWHG�LQ�SDUW����������

8QGHU�WKH�OD\HU�RI�GLVWULFW�SODQV�LQ�WKH�WKUHH�WLHU�SODQQLQJ�
V\VWHP��'HSDUWPHQWDO�3ODQV�DUH�PDGH�LQ�ODUJHU�VFDOHV ZLWK�PRUH
GHWDLOV���8QOLNH�2=3V��WKH\�GR�QRW�SRVVHVV�DQ\�VWDWXWRU\�
LQIOXHQFH�RQ�WKH�SXEOLF���7KH\ DUH�SUHSDUHG�IRU�DGPLQLVWUDWLYH
SXUSRVHV�VXFK�DV�WKH�OHYHOV�DQG�VFRSH�RI�ODQG�IRUPDWLRQ��E\�
UHFODPDWLRQ�RU�WHUUDFLQJ���WKH�DOLJQPHQWV�RI�URDGV��VHZHUV��
DQG�GUDLQDJH�UHVHUYHV��DQG�WKH�GHOLQHDWLRQ�RI�PDMRU�ODQG�
SDUFHOV�DQG�WKHLU�EURDG�ODQG�XVH�]RQLQJ� 7KH\�DUH�VDLG�WR�EH�
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DGPLQLVWUDWLYH�EHFDXVH�WKH\�ELQG�WKH�ODQG�DXWKRULW\�LQ�WKH�
GUDIWLQJ�RI�OHDVH�GRFXPHQWV�IRU�QHZ�ODQG�WR�EH�DOORFDWHG�DQG�
LQ�WKH�FRQVLGHUDWLRQ�RI�OHDVH�PRGLILFDWLRQ�IRU�ODQG�DOUHDG\�
DOORFDWHG���7KH\ GR�QRW�OHJDOO\�DOWHU�DQ\�H[LVWLQJ�ULJKWV�RYHU�
ODQG���7KHUH DUH�WZR�W\SHV�RI�'HSDUWPHQWDO�3ODQV��QDPHO\�WKH�
2XWOLQH�'HYHORSPHQW�3ODQV��2'3V���VFDOH�����������)LJXUH����
DQG�WKH�/D\RXW�3ODQV��/3V���VFDOH�������WR�����������ZKLFK�
DUH�SUHSDUHG�ZLWKLQ�WKH�IUDPHZRUN�RI�7HUULWRULDO�'HYHORSPHQW�
6WUDWHJ\��6XE�5HJLRQDO�'HYHORSPHQW�6WUDWHJ\��2XWOLQH�=RQLQJ�
3ODQV�DQG�'HYHORSPHQW�3HUPLVVLRQ�$UHDV�3ODQV�

*XLGLQJ�WKH�SUHSDUDWLRQ�RI�WKHVH�SODQV�LV�WKH�+RQJ�.RQJ�
3ODQQLQJ�6WDQGDUGV�DQG�*XLGHOLQHV �+.36*���)LJXUH�����ZKLFK�
DUH�JRYHUQPHQW�PDQXDO�RI�FULWHULD�IRU�GHWHUPLQLQJ�WKH�VFDOH��
LQWHQVLW\�� ORFDWLRQ� DQG� VLWH� UHTXLUHPHQWV� RI� YDULRXV�
ODQG�XVHV� DQG� IDFLOLWLHV���7KH\� DUH� DSSOLHG� LQ SODQQLQJ�
VWXGLHV��SUHSDUDWLRQ���UHYLVLRQ�RI�WRZQ�SODQV�DQG�GHYHORSPHQW�
FRQWURO���)XUWKHUPRUH� WKH\�SURYLGH�JXLGHOLQHV�IRU�LPSURYLQJ�
WKH�HQYLURQPHQWDO�TXDOLW\��FRQVHUYLQJ�ODQGVFDSH�DQG�KHULWDJH��
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ZLWK�D�YLHZ�WR�UDLVLQJ�WKH�TXDOLW\�RI�OLIH�RI�+RQJ�.RQJ�
UHVLGHQWV��3ODQQLQJ�'HSDUWPHQW��������

������� *RYHUQPHQW�/HDVH

/HDVH� LV� D� FRQWUDFW� EHWZHHQ� WKH� JRYHUQPHQW� DQG� DQ�
LQGLYLGXDO��ZKHUH�WKH�ULJKW�RI�XVH�RI�D�SDUWLFXODU�ODQG�LV�
WUDQVIHUUHG�IURP�WKH�JRYHUQPHQW��WKH�OHVVRU��WR�WKH�LQGLYLGXDO�
�WKH�OHVVHH���6DUDK�������� %HLQJ�WKH�FRQWUDFW�QDWXUH�RI�D�
OHDVH��LW�LV�DFWXDOO\�D�SULYDWH�WUHDW\�EHWZHHQ�WKH�JRYHUQPHQW�
DQG�DQ�LQGLYLGXDO��ZKHUH�ERWK�SDUWLHV�DUH�JRYHUQHG�E\�WKH�ODZ�
RI�FRQWUDFW���7KLV PHDQV�ZKHUH�RQH�SDUW\��SDUW\�$��KDV�IDLOHG�
WR�H[HUFLVH�KLV�REOLJDWLRQ�VWLSXODWHG�LQ�WKH�FRQWUDFW��WKH�
RWKHU�SDUW\��SDUW\�%��KDV�WKH�ULJKW�WR�VXH�IRU�WKH�GDPDJHV�
KH�VXIIHUHG�GXH�WR�WKH�DFW�RI�WKH�SDUW\�$�LQ�WKH�FRXUW��ZKHUHLQ�
MXGJPHQW�RQ�ZKLFK�SDUWLHV�VKDOO�EH�OLDEOH�DQG�KRZ�PXFK�WKH�
FRPSHQVDWLRQ�ZRXOG�EH�VKDOO�EH�GHWHUPLQHG�

8VXDOO\�WKH�*RYHUQPHQW�ZRXOG�DGG�OHDVH�FRQGLWLRQV�LQ�WKH�



���

JRYHUQPHQW�OHDVH LQ�RUGHU�WR�FRQWURO�WKH�GHYHORSPHQW�RI�WKH�
ODQG���7KH OHDVH�FRQGLWLRQV�PLJKW�LQFOXGH�UHVWULFWLRQV�RQ�WKH�
XVH�RI�ODQG��VLWH�FRYHUDJH��EXLOGLQJ�KHLJKW��RU�HQYLURQPHQWDO�
SURWHFWLRQ�UHTXLUHPHQWV��5RJHU��������

����� 6WDWXWRU\�&RQWURO

$SDUW�IURP�WKH�QRQ�VWDWXWRU\�FRQWURO�E\�WKH�JRYHUQPHQW�WR�
FRQWURO�WKH�ORFDO�SODQQLQJ��VWDWXWRU\�FRQWURO�DOVR�SOD\V�DQ�
LPSRUWDQW�UROH�LQ�JRYHUQLQJ�WKH�ORFDO�SODQQLQJ�V\VWHPV� 7KH�
PDMRU�RUGLQDQFH�ZKLFK�LV�UHVSRQVLEOH�IRU�SODQQLQJ�LQ�+RQJ�.RQJ�
LV�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH��&KDSWHU������RI�WKH�/DZV�RI�
+RQJ�.RQJ�

������� 7RZQ�3ODQQLQJ�2UGLQDQFH

7RZQ�SODQQLQJ�LQ�+RQJ�.RQJ�LV�PDLQO\�JRYHUQHG�E\�WKH�7RZQ�
3ODQQLQJ�2UGLQDQFH��&KDSWHU������$SSHQGL[�,9���ZKLFK�ZDV�
ILUVW�HQDFWHG�LQ��������,W ZDV�RULJLQDWHG�IURP�WKH�(QJOLVK�7RZQ
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DQG�&RXQWU\�3ODQQLQJ�$FW�������%ULVWRZ�������� ,W�HVWDEOLVKHG
D� OHJDO� IUDPHZRUN� WKURXJK� ZKLFK� YDULRXV� SODQQLQJ� ERGLHV
H[HUFLVH�WKHLU�SDUWLFXODU�SODQQLQJ�IXQFWLRQV�

1RZDGD\V��WKH�3ODQQLQJ�'HSDUWPHQW��)LJXUH�����HVWDEOLVKHG�
LQ�������LV�WKH�FHQWUDO�GHSDUWPHQW�UHVSRQVLEOH�IRU�HQIRUFLQJ�
WKH�7RZQ�3ODQQLQJ�2UGLQDQFH��ZKLFK�SURYLGHV�IRU�WKH�&KLHI�
([HFXWLYH� WR� DSSRLQW� WKH� 7RZQ� 3ODQQLQJ� %RDUG� WR� SUHSDUH�
VWDWXWRU\�SODQV��V�������732����2QFH JD]HWWHG��WKH�2XWOLQH�
=RQLQJ�3ODQV�DQG 'HYHORSPHQW�3HUPLVVLRQ�$UHD�3ODQV DFTXLUH�
VWDWXWRU\�HIIHFW�

������� 2XWOLQH�=RQLQJ�3ODQ

2XWOLQH�=RQLQJ�3ODQV�DUH�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�WKH�
7RZQ�3ODQQLQJ�2UGLQDQFH� 7KH\�VKRZ�WKH�SURSRVHG�ODQG�XVHV�DQG�
PDMRU�URDG�V\VWHPV�RI�LQGLYLGXDO�SODQQLQJ�VFKHPH�DUHDV���7KH\�
DUH�HPSRZHUHG�ZLWK�VWDWXWRU\�IXQFWLRQ��ZKLFK�PHDQV�WKDW�WKH�
GHYHORSPHQW�RI�ODQG�KDV�WR�IROORZ�WKH�UXOHV�ODLG�GRZQ�LQ�WKH�
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2=3V�FRQFHUQHG���$UHDV FRYHUHG�E\ WKH�SODQV��)LJXUH�����DUH�
]RQHG� IRU� YDULRXV� XVHV� 8QGHU� V����� RI� 7RZQ 3ODQQLQJ�
2UGLQDQFH��WKH�]RQLQJV�DUH�FODVVLILHG�DV�5HVLGHQWLDO��5���
&RPPHUFLDO��&���&RPPHUFLDO�RU�5HVLGHQWLDO��&�5���,QGXVWULDO�
�,���2SHQ�6SDFH��2���*RYHUQPHQW���LQVWLWXWLRQ�DQG�FRPPXQLW\�
XVHV��*�,&���*UHHQ�%HOW��*%���9LOODJH�7\SH�'HYHORSPHQW��9���
&RPSUHKHQVLYH� 'HYHORSPHQW� $UHD� �&'$��� 2WKHU� 8VH� �28���
8QVSHFLILHG�8VH �8����)RU�HDFK�DQG�HYHU\�2=3��WKHUH�LV�DQ�
DWWDFKHG�6FKHGXOH RI�1RWHV��VWLSXODWLQJ��LQ�&ROXPQ����WKH�XVHV�
ZKLFK�DUH�DOZD\V�SHUPLWWHG��DQG�LQ�&ROXPQ����WKH�XVHV�ZKLFK�
UHTXLUH�SODQQLQJ�SHUPLVVLRQ�IURP�WKH�7RZQ�3ODQQLQJ�%RDUG�ZLWK�
RU�ZLWKRXW�FRQGLWLRQV��$SSHQGL[�9����,Q�DGGLWLRQ�WR WKHVH�WZR
&ROXPQV��VRPHWLPHV�WKHUH�LV�D�5HPDUNV�&ROXPQ��ZKLFK�VWDWHV�
WKH�VSHFLDO�EXLOGLQJ�UHVWULFWLRQV��IRU�H[DPSOH��WKH�KHLJKW�
OLPLW��SORW�UDWLR��VLWH�FRYHUDJH�DQG�VXEPLVVLRQ�RI�PDVWHU�
OD\RXW� SODQ� IRU� GHYHORSPHQW� ZLWKLQ� D� &RPSUHKHQVLYH�
'HYHORSPHQW�$UHDV�

$V�PHQWLRQHG�LQ�SDUW����������WKH�SODQQLQJ�V\VWHP�LQ�+RQJ�
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.RQJ�LV�D�WKUHH�SLHU�SODQQLQJ�KLHUDUFK\��XQGHU�ZKLFK�2=3V�DUH�
SUHSDUHG� IRU� WKH� ORFDO� GLVWULFW� WLHU� $SDUW� IURP� 2=3V��
,QWHULP�'HYHORSPHQW�3HUPLVVLRQ�$UHD��,'3$��3ODQV��V�����732��
DQG�'HYHORSPHQW�3HUPLVVLRQ�$UHD��'3$��3ODQV��V�����732��DUH�
DOVR�SUHSDUHG� %\�������DOO�,'3$�3ODQV ZHUH�UHSODFHG�E\�'3$�
3ODQV��E\�V���RI�7RZQ�3ODQQLQJ��$PHQGPHQW��2UGLQDQFH��������
ZKLFK�SURYLGH�LQWHULP�SODQQLQJ�FRQWURO�RYHU�WKH�DUHDV�ZKLFK�
DUH�QRW�SUHYLRXVO\�FRYHUHG�E\�2XWOLQH�=RQLQJ�3ODQV� '3$�3ODQV�
PD\�VKRZ�DUHDV�]RQHG�IRU�FRQVHUYDWLRQ�RU�SURWHFWLRQ�RI�WKH�
HQYLURQPHQW��YLOODJH�W\SH�GHYHORSPHQW��DJULFXOWXUH�RU�RWKHU�
UXUDO�XVHV��DQG�RSHQ�VWRUDJH�XVHV�DV�ZHOO�DV�XQVSHFLILHG�XVH���
7KH\�DUH�HIIHFWLYH�IRU���\HDUV�DQG�ZLOO�EH�UHSODFHG�E\�2=3V
�V��������732��

)RU� HYHU\� '3$� SODQ�� WKHUH� DUH� WZR� DQQH[HV���$QQH[ $�
VWLSXODWHV� WKH� XVHV� ZKLFK� DUH� DOZD\V� SHUPLWWHG� LQ� WKH�
³8QVSHFLILHG�8VH´�DUHD�ZKHUHDV�$QQH[�%�VWLSXODWHV� LQ�&ROXPQ�
���WKH�XVHV�ZKLFK�DUH�DOZD\V�SHUPLWWHG��DQG�LQ�&ROXPQ����WKH�
XVHV�ZKLFK�UHTXLUH�SHUPLVVLRQ�IURP�WKH�7RZQ�3ODQQLQJ�%RDUG�
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7HPSRUDU\�XVHV�LQ�DQ\�EXLOGLQJ�RU�ODQG�OHVV�WKDQ���\HDUV�
DUH�SHUPLWWHG�LQ�DOO�ODQG�XVH�]RQHV XQGHU�2=3V� +RZHYHU��DOO�
XVHV��ZKHWKHU�LW�LV�SHUPDQHQW�RU�WHPSRUDU\�LQ�QDWXUH��UHTXLUH�
SODQQLQJ�DSSOLFDWLRQ�XQGHU�'3$�3ODQV�

������� 3ODQ�3UHSDUDWLRQ�3URFHVV

8QGHU�V������RI�732��&DS��������WKH�7RZQ�3ODQQLQJ�%RDUG�
VKDOO�XQGHUWDNH�WKH�V\VWHPDWLF�SUHSDUDWLRQ�RI��D��GUDIW�SODQV�
DQG��E��GUDIW�GHYHORSPHQW�SHUPLVVLRQ�DUHD�SODQV�RI�VXFK�DUHDV
RI�+RQJ�.RQJ�DV�WKH�&KLHI�([HFXWLYH�PD\�GLUHFW� 'XULQJ�WKH�
SUHSDUDWLRQ�RI�WKH�SODQV��WKH�%RDUG�VKDOO�PDNH�VXFK�LQTXLULHV�
DQG�DUUDQJHPHQWV �LQFOXGLQJ��LI�LW�WKLQNV�ILW��WKH�WDNLQJ�RI�
DQ\�FHQVXV�RI�WKH�RFFXSDQWV�RI�DQ\�EXLOGLQJV�RU�RI WKH�XVHUV�
RI�DQ\�WKRURXJKIDUHV�RU�VSDFHV��DV�LW PD\�FRQVLGHU�QHFHVVDU\�
IRU�WKH�SUHSDUDWLRQ�RI�VXFK�GUDIWV��V�������732�� 7KH�%RDUG¶V�
GUDIW�SODQV�PD\�VKRZ�RU�PDNH�SURYLVLRQ�IRU��V����732���D��
VWUHHWV��UDLOZD\V�DQG�RWKHU�PDLQ�FRPPXQLFDWLRQV���E��]RQHV�
RU�GLVWULFWV�VHW�DSDUW�IRU�XVH�IRU�UHVLGHQWLDO��FRPPHUFLDO��
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LQGXVWULDO� RU� RWKHU� VSHFLILHG� XVHV�� �F�� UHVHUYHV� IRU�
*RYHUQPHQW��LQVWLWXWLRQ�RU�FRPPXQLW\�SXUSRVHV���G��SDUNV��
UHFUHDWLRQ�JURXQGV�DQG�VLPLODU�RSHQ�VSDFHV���H��]RQHV�RU�
GLVWULFWV�VHW�DSDUW�IRU�XQGHWHUPLQHG�XVHV���I��FRPSUHKHQVLYH�
GHYHORSPHQW�DUHDV���J��FRXQWU\�SDUNV��FRDVWDO�SURWHFWLRQ�
DUHDV��VLWHV�RI�VSHFLDO�VFLHQWLILF�LQWHUHVW��JUHHQ�EHOWV�RU�
RWKHU�VSHFLILHG�XVHV�WKDW�SURPRWH�FRQVHUYDWLRQ�RU�SURWHFWLRQ�
RI�WKH�HQYLURQPHQW���K��]RQHV�RU�GLVWULFWV�VHW�DSDUW�IRU�XVH�
IRU�YLOODJH�W\SH�GHYHORSPHQW��DJULFXOWXUH�RU�RWKHU�VSHFLILHG�
UXUDO�XVHV���L��]RQHV�RU�GLVWULFWV VHW�DSDUW�IRU�XVH�IRU�RSHQ�
VWRUDJH��DQG�DQ\�PDWWHU�DV�WKH�%RDUG�WKLQNV�DSSURSULDWH�

$IWHU�XQGHUWDNLQJ�SODQQLQJ�VWXG\�RI�WKH�VLWH�FRQFHUQHG�DQG�
SODQV�VKDOO�EH�GUDZQ�XS�DQG�FLUFXODWHG�WR�UHOHYDQW�JRYHUQPHQW�
GHSDUWPHQWV�DQG XWLOLW\�ERGLHV�IRU�FRPPHQWV� $SSURSULDWH�
DPHQGPHQWV�VKDOO�EH�LQFRUSRUDWHG�LQ�WKH�SODQV�E\�WKH�%RDUG�
XSRQ�UHFHLSW�RI�FRPPHQWV� 7KHQ�WKH�SODQV�VKDOO�EH�VXEPLWWHG�
WR�WKH�0HWUR�3ODQQLQJ�&RPPLWWHH��03&���RU�WKH�5XUDO�DQG�1HZ�
7RZQ�3ODQQLQJ�&RPPLWWHH��5173&��IRU SUHOLPLQDU\�FRQVLGHUDWLRQ
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DQG�SUHVHQWHG�WR�WKH�'LVWULFW�%RDUG IRU�FRQVXOWDWLRQ��3ODQQLQJ�
'HSDUWPHQW�������� 2QFH�WKH�03&�RU�5173&�PDNHV�DQ�DJUHHPHQW�
IRU�JD]HWWLQJ�WKH�GUDIW�SODQV��WKH\�VKDOO�EH�H[KLELWHG�IRU�
SXEOLF�LQVSHFWLRQ�IRU���PRQWKV��V����732��

$Q\�SHUVRQ�DIIHFWHG�E\�WKH�GUDIW�SODQV�PD\�ZLWKLQ�WKH
SHULRG�RI���PRQWKV�VHQG�WR�WKH�%RDUG�D�ZULWWHQ�VWDWHPHQW�RI�
KLV�REMHFWLRQV�WR DQ\WKLQJ�DSSHDULQJ�LQ�WKH�GUDIW�SODQ��V������
732����8SRQ UHFHLSW�RI�D�ZULWWHQ�VWDWHPHQW�RI�REMHFWLRQ��WKH�
%RDUG�PD\�JLYH�SUHOLPLQDU\�FRQVLGHUDWLRQ�WR�DQ�REMHFWLRQ�LQ�
WKH�DEVHQFH�RI�WKH�REMHFWRU�DQG�PD\�SURSRVH�DPHQGPHQWV�WR�WKH�
GUDIW�SODQ�WR�PHHW�WKH�REMHFWLRQ��V�������732���RU�UHMHFW�WKH�
REMHFWLRQ�LQ�ZKROH�RU�LQ�SDUW��V�������732��

,Q�DGGLWLRQ�WR�WKH�SRZHU�RI�DPHQGPHQW��WKH�%RDUG�PD\��DW�
DQ\�WLPH�DIWHU�H[KLELWLRQ�RI�D�GUDIW�SODQV�DQG�EHIRUH�DSSURYDO�
E\�WKH�&KLHI�([HFXWLYH�LQ�&RXQFLO��PDNH�DPHQGPHQWV�WR�D�GUDIW�
SODQV���(YHU\ DPHQGPHQW�WR�D�GUDIW�SODQ�VKDOO�EH�H[KLELWHG�E\�
WKH�%RDUG�IRU�SXEOLF�LQVSHFWLRQ�IRU���ZHHNV� $Q\�SHUVRQ�
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DIIHFWHG�E\�DQ�DPHQGPHQW�WR D�GUDIW�SODQ�PD\�REMHFW�ZLWKLQ�
WKH�VDLG�SHULRG�RI���ZHHNV��V����732��

$IWHU�FRQVLGHUDWLRQ�RI�DOO�REMHFWLRQV��WKH�%RDUG�VKDOO
VXEPLW�WKH�GUDIW�SODQV��ZLWK�RU�ZLWKRXW�DPHQGPHQWV��WR�WKH�
&KLHI�([HFXWLYH�LQ�&RXQFLO�IRU�DSSURYDO��V�������732�� ,I�WKH�
SODQV DUH�DSSURYDO��WKH�³DSSURYHG�SODQV´��V�������732��DUH�
SXEOLVKHG�IRU�SXEOLF�LQVSHFWLRQ��V�����732�� ,I�WKH�SODQV�DUH�
GLVDSSURYHG��WKH %RDUG�VKDOO�IXUWKHU�UH�FRQVLGHU�RU�DPHQG�LW
E\�UH�XQGHUWDNLQJ�SODQQLQJ�VWXG\��V�����732��)LJXUH�����

2QFH� JD]HWWHG�� WKH SODQV� DFTXLUH� D� VWDWXWRU\� SRZHU���
$SSURYHG�SODQV�VKDOO�EH�XVHG�E\�DOO�SXEOLF�RIILFHUV�DQG�ERGLHV�
DV�VWDQGDUGV�IRU�JXLGDQFH�LQ�WKH�H[HUFLVH�RI�DQ\�SRZHUV�YHVWHG�
LQ�WKHP��V�����732��
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������� &RPSUHKHQVLYH�'HYHORSPHQW�$UHD

&RPSUHKHQVLYH�'HYHORSPHQW�$UHD��&'$��LV�RQH�RI�WKH�XVHV�
VSHFLILHG�LQ�WKH 2XWOLQH�=RQLQJ�3ODQV���7KH�LGHD�RI�&'$�ZDV�
ILUVW�LQWURGXFHG LQWR�RXWOLQH�]RQLQJ�SODQV�LQ�������3ODQQLQJ�
'HSDUWPHQW������F���IRU�WKH�SXUSRVH�RI�HQVXULQJ�UHGHYHORSPHQW�
RQ�D�FRPSUHKHQVLYH�EDVLV�DQG�DYRLGLQJ�WKH�KD]DUG�SLHFHPHDO�
GHYHORSPHQW��ZKLFK�PD\�RFFXU�ZKHUH VXEGLYLVLRQ�RI�ODQG�LV�QRW
UHVWULFWHG�

:KHQ�D�VWUHHW�EORFN�LV�]RQHG�DV�D�&'$��DQ�LQGLYLGXDO�FDQQRW�
UHGHYHORS�KLV�RZQ�VLWH�XQOHVV�DQ�DSSURYDO�RI�WKH�0DVWHU�/D\RXW�
3ODQ��)LJXUH������ZKLFK�LV�D�SODQQLQJ�VFKHPH IRU�WKH�ZKROH�
VWUHHW� EORFN�� LV� REWDLQHG� IURP WKH� 7RZQ� 3ODQQLQJ� %RDUG�
�V��$�����732�� ,W�LPSOLHV�WKDW�UHGHYHORSPHQW�FDQQRW�SURFHHG�
LQ�D�&'$�IUHHO\�XQOHVV�DJUHHPHQW�DPRQJ�DOO�RZQHUV�RI�WKH�&'$�
FRQFHUQHG�LV�DFTXLUHG�
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������� 7RZQ�3ODQQLQJ�%RDUG

7KH�7RZQ 3ODQQLQJ�%RDUG�LV�D�VWDWXWRU\�ERG\��$SSHQGL[�9,��
HVWDEOLVKHG�XQGHU�VHFWLRQ���RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH�
ZLWK�D�YLHZ�WR�SURPRWLQJ�WKH�KHDOWK��VDIHW\��FRQYHQLHQFH�DQG�
JHQHUDO� ZHOIDUH� RI� WKH� FRPPXQLW\� WKURXJK� WKH� V\VWHPDWLF
SUHSDUDWLRQ�RI�SODQV��DV�ZHOO� DV�WKH�W\SHV�RI� EXLOGLQJV�
VXLWDEOH�IRU�HUHFWLRQ�WKHUHLQ��V����732�� 7KH�PDLQ IXQFWLRQV�
RI�WKH�%RDUG�DUH�

�� 7R�SUHSDUH�VWDWXWRU\�SODQV�IRU�WKH�OD\RXW�RI�+RQJ�.RQJ�IRU�
DSSURYDO�E\�WKH &KLHI�([HFXWLYH LQ�DFFRUGDQFH�ZLWK�WKH�
REMHFW�RI�WKH�2UGLQDQFH���VV������732�

�� 7R�UHFRPPHQG�UHVXPSWLRQ�RI�ODQG�ZKLFK�LQWHUIHUHV�ZLWK�WKH�
OD\RXW�RI�D�VWDWXWRU\�SODQ�RU�PDWHU�OD\RXW�SODQ���V�������
732�
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�� 7R�FRQGXFW�LQTXLUHV�DQG�FRQVLGHU�UHSUHVHQWDWLRQV�PDGH�E\�
REMHFWRUV�WR�WKH GUDIW�VWDWXWRU\�SODQV�DQG�DPHQG�WKH�SODQ�
ZKHQ�DSSURSULDWH���VV������732�

�� 7R�FRQVLGHU�WKH�SODQ�DQG�UHYLHZ�SODQQLQJ�DSSOLFDWLRQV�IRU�
LQGLYLGXDO�VLWHV���VV��������732�

�� 7R�DSSURYH�WKH�'HYHORSPHQW�6FKHPH�3ODQV�SUHSDUHG�E\�WKH�
/DQG� 'HYHORSPHQW� &RUSRUDWLRQ� �/'&��� �V����� /DQG�
'HYHORSPHQW�&RUSRUDWLRQ�2UGLQDQFH��&DS� ���
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������� 7KH�3ODQQLQJ�$SSOLFDWLRQ�3URFHVV

:KHQ�SHRSOH�WDON�DERXW�WKH�SODQQLQJ�DSSOLFDWLRQ�SURFHVV��
WKH\�XVXDOO\�UHIHU�WR�WKH�VHFWLRQ����DSSOLFDWLRQ�RI�WKH�7RZQ�
3ODQQLQJ�2UGLQDQFH��&DS������� 7KH�DXWKRU�GRHV�QRW�KDYH�WKH�
LQWHQWLRQ�WR�UH�GHILQH�ZKDW�SODQQLQJ�DSSOLFDWLRQ�SURFHVV�
PHDQV��EXW��IRU�WKH�SXUSRVH�RI�DFDGHPLF�DQDO\VLV��WKLV�SDUW�
ZRXOG� EH� GLYLGHG� LQWR� WZR� VXE�VHFWLRQV�� WKH SODQQLQJ�
DSSOLFDWLRQ�SURFHVV�IRU�FKDQJH�RI ODQG�XVH�DV�ODLG�GRZQ�LQ
VHFWLRQ����RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH��&DS� ������DQG�WKH�
DGPLQLVWUDWLYH�UHTXHVW�IRU�FKDQJH�RI�]RQLQJ�

��������� &KDQJH�RI�8VH

,I�WKH�XVH�LV�OLVWHG�LQ�&ROXPQ���LQ�WKH�6FKHGXOH�RI�1RWHV�
LQ�DQ�2XWOLQH�=RQLQJ�3ODQ��WKH�UHGHYHORSPHQW�FDQQRW�SURFHHG�
EHIRUH�WKH�DFTXLVLWLRQ�RI�WKH�SODQQLQJ�SHUPLVVLRQ�IURP�WKH�
7RZQ�3ODQQLQJ�%RDUG��$SSHQGL[�9,,����8SRQ�WKH�VXEPLVVLRQ�RI�
WKH�SODQQLQJ�DSSOLFDWLRQ�LQ�DFFRUGDQFH�ZLWK�V����RI�7RZQ
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3ODQQLQJ�2UGLQDQFH��WKH�7RZQ�3ODQQLQJ�%RDUG�KDV�WKH�SRZHU WR�
DSSURYDO��UHMHFW RU�LPSRVH�DQ\�RWKHU�FRQGLWLRQV�DV�WKH�%RDUG
ZRXOG�FRQVLGHU�UHDVRQDEOH�DQG�VXLWDEOH�RQ�DQ\�VXEPLVVLRQ�RI�
FKDQJHV�RI�ODQG�XVHV��VV������������732��

6XEPLVVLRQV�DUH�UHTXLUHG�WR�EH�PDGH�LQ�ZULWLQJ�E\�WKH
DSSOLFDQW� LQ� WKH� SUHVFULEHG� IRUP� WKURXJK� V���� SODQQLQJ�
DSSOLFDWLRQ�RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH���7KH�UHOHYDQW�
FRPPLWWHH�FRQVLGHUV�WKH�DSSOLFDWLRQ�ZLWKRXW�WKH DSSOLFDQW�
EHLQJ�SUHVHQW�RU�RUDO�VXEPLVVLRQV�EHLQJ�PDGH�E\�WKH�DSSOLFDQW�
RU�KLV�UHSUHVHQWDWLYHV���7KH�7RZQ�3ODQQLQJ�%RDUG�PD\�JUDQW�RU
UHMHFW� WKH� DSSOLFDWLRQ� ZLWKLQ� �� PRQWKV� ZLWK� RU� ZLWKRXW�
FRQGLWLRQV��V��������732��

,I� WKH� %RDUG� UHIXVHV� WR� JUDQW� SHUPLVVLRQ� RU� LPSRVHV�
FRQGLWLRQV�ZKLFK�WKH�DSSOLFDQW�GRHV�QRW�DFFHSW��WKH�DSSOLFDQW�
PD\��ZLWKLQ����GD\V� PDNH�D�ZULWWHQ�UHTXHVW�WR�WKH�%RDUG�WR�
UHYLHZ�WKH�FRPPLWWHH¶V�GHFLVLRQ�SXUVXDQW�WR�V����RI�WKH 7RZQ�
3ODQQLQJ� 2UGLQDQFH� 7KH� DSSOLFDQW� PD\� PDNH� IXUWKHU�
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VXEPLVVLRQV�WR�WKH�%RDUG�DQG�PD\�DOVR�PDNH�RUDO�VXEPLVVLRQV�
DW�WKH�KHDULQJ�EHIRUH�WKH�%RDUG�EXW�PD\�QRW�PDNH�PDWHULDO�
FKDQJHV�WR�KLV�VFKHPH�WR�DVVLVW�KLP�DW�WKH�UHYLHZ��ZKLFK�LV�
FRQVLGHUHG�ZLWKLQ���PRQWKV�

,I�WKH�UHYLHZ�GHFLVLRQ�LV�VWLOO�QRW�DFFHSWDEOH�WR�WKH
DSSOLFDQW��KH�PD\��ZLWKLQ����GD\V� ORGJH�DQ�DSSHDO�LQ�WKH�
SUHVFULEHG�IRUP�WR�WKH�7RZQ�3ODQQLQJ�%RDUG�SXUVXDQW�WR�V���%�
RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH� 7KH�DSSHDO�LV�D�UHKHDULQJ�RI�
WKH�PHULWV�RI�WKH�SURSRVDO�DQG�WKH�$SSHDO�%RDUG�PD\�KHDU�RUDO�
WHVWLPRQ\��LQFOXGLQJ�H[SHUW�HYLGHQFH�IURP�WKH�DSSOLFDQW¶V�DQG�
%RDUG¶V�FRQVXOWDQWV��DQG�UHFHLYH�IXUWKHU�GRFXPHQWDU\�HYLGHQFH
DW�WKH�KHDULQJ�RI�WKH�DSSHDO� 7KHVH�SURFHHGLQJV�DUH�FRQGXFWHG�
LQ� D� PDQQHU� PRUH� VLPLODU� WR� FRXUW� SURFHHGLQJV WKDQ� WKH
UHODWLYHO\�LQIRUPDO�V����UHYLHZV�DQG�DUH�RIWHQ�FRQGXFWHG�E\�
OHJDO�UHSUHVHQWDWLYHV�RI�WKH�DSSOLFDQW�DQG�WKH�*RYHUQPHQW¶V�
&KDPEHUV�RQ�EHKDOI�RI�WKH�%RDUG��/DL�������� 7KH�GHFLVLRQ�RI�
WKH�DSSHDO�LV�ILQDO�DQG�RQO\�VXEMHFW�WR�MXGLFLDO�UHYLHZ�RI�
WKH�VXEMHFW�PDWWHU�
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��������� &KDQJH�RI�=RQLQJ

2QFH�D�VWDWXWRU\�SODQ�LV�JD]HWWHG��WKHUH�LV��XQGHU�WKH�
H[LVWLQJ� V\VWHP�� QR� VWDWXWRU\ SURYLVLRQ� IRU� SODQQLQJ
DSSOLFDWLRQ� RI FKDQJH� RI� ]RQLQJ� FRYHUHG� E\� WKH� SODQ�
$SSOLFDWLRQ�RI�UH�]RQLQJ�PD\�RQO\�EH PDGH�DV�DQ�DGPLQLVWUDWLYH�
UHTXHVW�E\�ZULWLQJ�D�VWDWHPHQW�DGGUHVVHG�WR�WKH�'LUHFWRU�RI�
3ODQQLQJ�'HSDUWPHQW���7KH�$XWKRULW\�GRHV�QRW�KDYH�DQ\�OHJDO�
UHVSRQVLELOLW\�WR UHSO\�WKH�DGPLQLVWUDWLYH�UHTXHVW��VR�IROORZ�
XS�DFWLRQV�DUH�RQO\�JRYHUQHG�E\�WKH�3ODQQLQJ�'HSDUWPHQW¶V�
SHUIRUPDQFH�SOHGJH��$SSHQGL[�9,,,��
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������� (QIRUFHPHQW

7KH�HQIRUFHPHQW�SRZHU�RI�WKH�3ODQQLQJ�2UGLQDQFH��&DS�������
DQG�LWV�VXEVLGLDU\�OHJLVODWLRQV�LV�H[HUFLVHG�E\�WKH�3ODQQLQJ�
'HSDUWPHQW��V�����732�� 7KH�SRZHU�LV�GLIIHUHQW�LQ�GLIIHUHQW�
DUHDV�DQG�LQ�GLIIHUHQW�ODQG�XVHV�

��������� 8UEDQ�$UHDV

$OWKRXJK� WKH� FXUUHQW� 2XWOLQH� =RQLQJ� 3ODQV� �2=3V�� DQG�
'HYHORSPHQW�3HUPLVVLRQ�$UHD�3ODQV��'3$�3ODQV���RQFH�JD]HWWHG��
DFTXLUH�VWDWXWRU\�HIIHFW��QRW�ERWK�RI�WKHP�KDYH�WKH�GLUHFW�
SODQQLQJ�HQIRUFHPHQW�SRZHU���7KH 7RZQ�3ODQQLQJ�2UGLQDQFH��&DS��
�����GRHV�QRW�FRQWDLQ�DQ\�SURYLVLRQ�IRU�HQIRUFHPHQW�LQ�XUEDQ�
DUHDV�FRYHUHG�E\�2=3V� 6HFWLRQ����RI�732�PHUHO\�SURYLGHV��
³$SSURYHG�SODQV�VKDOO�EH�XVHG�E\�DOO�SXEOLF�RIILFHUV�DQG�ERGLHV�
DV�VWDQGDUGV�IRU�JXLGDQFH�LQ�WKH�H[HUFLVH�RI�DQ\�SRZHUV�YHVWHG�
LQ�WKHP´� 8QGHU�WKH H[LVWLQJ�V\VWHP�LQ�+RQJ�.RQJ��SODQQLQJ�
FRQWURO�LQ�XUEDQ�DUHDV�UHO\�PDLQO\�RQ�WKH�%XLOGLQJV�2UGLQDQFH�
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�&DS��������%XLOGLQJ�3ODQQLQJ�5HJXODWLRQV��&DS�����)���6LQFH�
WKH�GLVVHUWDWLRQ�LV�WR�DQDO\]H�WKH�FXUUHQW�SODQQLQJ�V\VWHP��
VR�WKH�GHWDLOV�LQ�WKH�%XLOGLQJV�2UGLQDQFH�ZRXOG�QRW�EH�FRYHUHG��
DQG�OHDVH�FRQGLWLRQV��7KLV�LPSOLHV�WKDW�SODQQLQJ�FRQWURO�LQ�
WKH�XUEDQ�DUHDV�FDQ�RQO\�EH�LPSOHPHQWHG�ZKHQ�UHGHYHORSPHQW�
RI�D�VLWH�RU�PDWHULDO�FKDQJH�RI�XVH�RI�D�EXLOGLQJ�LV�FRQGXFWHG���

��������� 5XUDO�$UHDV

)RU�WKRVH�DUHDV�FRYHUHG�E\�'3$�3ODQV��SODQQLQJ�FRQWURO�FDQ�
EH� H[HUFLVHG� LQ� D� GLUHFW� ZD\� 8QGHU� WKH� 7RZQ� 3ODQQLQJ�
�$PHQGPHQW��2UGLQDQFH�������WKHUH�LV�D�SURYLVLRQ�DOORZLQJ�WKH�
3ODQQLQJ� $XWKRULW\� WR� H[HUFLVH� WKH� SRZHU� WR� HQIRUFH� DQ\�
FRQWUDYHQWLRQ�LQ�UXUDO�DUHD�WKURXJK�WKH�VWDWXWRU\�'3$�3ODQV�
RU�WKHLU�VXEVHTXHQW�2=3V� 8QGHU�V��������QR�SHUVRQ�VKDOO�
XQGHUWDNH�RU�FRQWLQXH�XQDXWKRUL]HG�GHYHORSPHQW�XQOHVV�

�� ,W�LV�DQ�H[LVWLQJ�XVH��LQ�H[LVWHQFH�EHIRUH�JD]HWWLQJ�WKH�
'3$�RU�,'3$ SODQV���RU
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�� 7KH�GHYHORSPHQW�LV�SHUPLWWHG�XQGHU�WKH�'3$�SODQV��RU
�� 3HUPLVVLRQ�KDV�EHHQ�JUDQWHG�E\�73%�XQGHU�V����RI�732�

8QDXWKRUL]HG�GHYHORSPHQWV�DUH�VXEMHFWV�WR�WKH�HQIRUFHPHQW�
DFWLRQV�XQGHU�ERWK�V����DQG�V����RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH�
�$SSHQGL[�,;����7KH SHUVRQ�ZKR�XQGHUWDNHV�WKH�XQDXWKRUL]HG�
GHYHORSPHQW�LV�OLDEOH��LQ�WKH�FDVH�RI�ILUVW�FRQYLFWLRQ��WR�
D�ILQH�RI����������DQG��LQ�WKH�FDVH�RI�D�VHFRQG�RU�VXEVHTXHQW�
FRQYLFWLRQ�� WR� D� ILQH� RI� ����������� �V����� 732�� 8QGHU�
VHFWLRQ����RI�WKH 7RZQ�3ODQQLQJ�2UGLQDQFH��WKH�$XWKRULW\��WKDW�
LV� WKH� 'LUHFWRU� RI� 3ODQQLQJ� 'HSDUWPHQW�� PD\� VHUYH� DQ
HQIRUFHPHQW� QRWLFH� WR� WKH� SHUVRQ� ZKR� XQGHUWDNHV� WKH�
XQDXWKRUL]HG�GHYHORSPHQW��VSHFLI\LQJ��D��WKH�PDWWHUV�WKDW�
FRQVWLWXWH�WKH�XQDXWKRUL]HG�GHYHORSPHQW��DQG��E��D�GDWH�E\
ZKLFK� LI� WKH XQDXWKRUL]HG� GHYHORSPHQW� KDV� QRW� EHHQ
GLVFRQWLQXHG��WKH $XWKRULW\�UHTXLUHV��L��LW�WR�EH�GLVFRQWLQXH��
RU��LL��SHUPLVVLRQ�IRU�WKH�GHYHORSPHQW�WR�EH�REWDLQHG�XQGHU�
VHFWLRQ�����V��������732�� :KHUH�WKH�$XWKRULW\�FRQVLGHUV�WKDW�
FRQWLQXDQFH�RI�XQDXWKRUL]HG�GHYHORSPHQW�FRXOG��D��FRQVWLWXWH�
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D� KHDOWK� RU� VDIHW\� KD]DUG�� �E�� DGYHUVHO\� DIIHFW� WKH�
HQYLURQPHQW��RU��F��PDNH�LW�LPSUDFWLFDEOH�RU�XQHFRQRPLF�WR�
UHLQVWDWH�WKH�ODQG�ZLWKLQ�D�UHDVRQDEOH�SHULRG��WKH�$XWKRULW\�
PD\�VHUYH�D�VWRS�QRWLFH��VSHFLI\LQJ��L��DQ�HDUOLHU�GDWH�IRU�
GLVFRQWLQXDQFH�RI�WKH�XQDXWKRUL]HG�GHYHORSPHQW��DQG��LL��WKH�
VWHSV��LI�DQ\��UHTXLUHG�WR�EH�WDNHQ�E\�D�GDWH�VSHFLILHG�LQ�
WKDW�UHJDUG�WR�SUHYHQW�DQ\WKLQJ�UHODWHG�WR�WKH�XQDXWKRUL]HG�
GHYHORSPHQW�IURP FDXVLQJ�DQ\�HIIHFW��V��������732��� :KHUH�DQ
HQIRUFHPHQW�QRWLFH�KDV�EHHQ�VHUYHG�SODQQLQJ�SHUPLVVLRQ�XQGHU�
VHFWLRQ�����D��KDV�QRW�EHHQ�REWDLQHG�E\�WKH�GDWH�VSHFLILHG�
LQ�WKDW�UHJDUG��RU��E��KDV�EHHQ�UHIXVHG�DQG�DOO�ULJKWV�RI�UHYLHZ
RU�DSSHDO�XQGHU�VHFWLRQ����KDYH�EHHQ�H[KDXVWHG��DEDQGRQHG�RU�
KDYH�H[SLUHG��WKH�$XWKRULW\�PD\�VHUYH�D�UHLQVWDWHPHQW�QRWLFH��
UHTXLULQJ� WKH� SHUVRQ� ZKR� XQGHUJRHV� WKH� XQDXWKRUL]HG�
GHYHORSPHQW�WR�UHLQVWDWH�WKH�ODQG��E\�D�GDWH�QRW�HDUOLHU�WKDQ�
���GD\V�DIWHU�VHUYLFH�RI�WKH�QRWLFH��WR�WKH�FRQGLWLRQ�LW�ZDV�
LQ�LPPHGLDWHO\�EHIRUH�WKH�SXEOLFDWLRQ�RI�WKH�GHYHORSPHQW�
SHUPLVVLRQ�DUHD�SODQ�RU�WKH�LQWHULP�GHYHORSPHQW�SHUPLVVLRQ�
DUHD�SODQ�FRQFHUQHG��V�������DQG������732�� :KHUH��E\ WKH�GDWH
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VSHFLILHG�LQ�WKH�QRWLFH���D��WKH�GHYHORSPHQW�KDV�QRW�EHHQ�
GLVFRQWLQXHG���E��VWHSV�KDYH�QRW�EHHQ�WDNHQ�DV UHTXLUHG�XQGHU
V�������RU��F��ODQG�KDV�QRW�EHHQ�UHLQVWDWHG�DV�UHTXLUHG�E\�
VV�������RU����� �L��WKH�SHUVRQ�LV�OLDEOH��LQ�WKH�FDVH�RI�D�
ILUVW�FRQYLFWLRQ��WR�D�OXPS�VXP�ILQH�RI�����������DQG�WR�D�
GDLO\�ILQH�RI���������IRU�QRQ�FRPSOLDQFH�ZLWK�WKH�QRWLFHV��
DQG LQ�WKH�FDVH�RI�D�VHFRQG�RU�VXEVHTXHQW�FRQYLFWLRQ��WR�D�
OXPS�VXP�ILQH�RI ������������DQG�WR�D�GDLO\�ILQH�RI����������
IRU�QRQ�FRPSOLDQFH�ZLWK�WKH�QRWLFHV��V��������732���DQG��LL��
WKH�$XWKRULW\�PD\�HQWHU�WKH�ODQG�DQG�WDNH�SRVVHVVLRQ�RI��UHPRYH��
GHWDLQ�DQG�GLVSRVH�RI�SURSHUW\�WKDW�LV�RQ�WKH�ODQG��V��������
732����7KH H[SHQVHV�LQFXUUHG�LQ�HQWHULQJ�WKH�ODQG�DQG�WDNLQJ�
VXFK�VWHSV�PD\�EH UHFRYHUHG�IURP�WKH�SHUVRQ�FRQFHUQHG �V��������
732���
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��������� 7HPSRUDU\�8VHV

$IWHU�GLVFXVVLQJ WKH�SODQQLQJ�FRQWURO�RYHU�XUEDQ�DUHDV�DQG�
UXUDO� DUHDV�� FRQWURO� RI� WHPSRUDU\� XVHV� DUH� FRQVLGHUHG���
7HPSRUDU\�XVHV�LQ�DQ\�EXLOGLQJ�RU�ODQG�OHVV�WKDQ�ILYH�\HDUV�
DUH�DOZD\V�SHUPLWWHG�LQ�DOO�ODQG�XVH�]RQHV�XQGHU�2XWOLQH�
=RQLQJ�3ODQV� +RZHYHU��DOO�XVHV��ZKHWKHU�LW�LV�SHUPDQHQW�RU�
WHPSRUDU\� LQ� QDWXUH�� UHTXLUH� SODQQLQJ� DSSOLFDWLRQ� XQGHU�
'HYHORSPHQW� 3HUPLVVLRQ� $UHD� 3ODQV�� L�H��� WKHUH� LV� QR
GLVWLQFWLRQ�EHWZHHQ�WHPSRUDU\�DQG�SHUPDQHQW�XVHV�LQ�WKH�UXUDO�
DUHDV�
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��� &RPSDULVRQ�RI�WKH�3ODQQLQJ�6\VWHPV�RI�WKH�7KUHH
&RXQWULHV

,Q�WKLV�SDUW��WKH�DXWKRU�ZRXOG�OLNH�WR�FRPSDUH�WKH�SODQQLQJ�
V\VWHPV�RI�%ULWDLQ��8QLWHG�6WDWHV�DQG�+RQJ�.RQJ�LQ�WHUPV�RI�
WKH�FHUWDLQW\���IOH[LELOLW\�WKDW�WKH�SODQQLQJ�V\VWHPV SURYLGH���
7KHLU�OHYHOV�RI�FHUWDLQW\���IOH[LELOLW\�DUH�RI�WKH�PRVW�FRQFHUQ�
WR�WKLV�GLVVHUWDWLRQ DV�WKH\�UHIOHFW�WKH�FRVWV�RI�WUDQVDFWLRQ�
LQYROYHG�DV�ZHOO�DV�WKH�HIILFLHQF\�RI�WKH�V\VWHPV�

7KH�GLIIHUHQFH�EHWZHHQ�WKHVH�WKUHH�FRXQWULHV�LV�WKH�GHJUHH�
WR�ZKLFK�GLVFUHWLRQ�LV�JLYHQ�WR�WKH�SODQQLQJ DJHQFLHV���,Q�WKH�
8QLWHG�6WDWHV�WKLV�LV�UHODWLYHO\�VPDOO�� 'LVFUHWLRQ�LPSOLHV�
GLIIHUHQWLDO�WUHDWPHQW�RI�VLPLODU FDVHV��DQG�WKHUHIRUH�UXQV�
IRXO�RI�WKH�HTXDO�SURWHFWLRQ�FODXVH�RI�WKH�&RQVWLWXWLRQ���7KH
%LOO�RI�5LJKWV�JXDUDQWHHV�WKDW�LQGLYLGXDOV�DUH�WR�EH�IUHH�IURP�
DUELWUDU\�JRYHUQPHQW�GHFLVLRQV���7KLV�LV�D�PDMRU�FRQVWUDLQW�
RQ�SODQQLQJ�DQG�LV�WKH�UHDVRQ�ZK\�LQ�WKH�8QLWHG�6WDWHV�VR�PXFK�
HPSKDVLV�LV�SODFHG�RQ�]RQLQJ��D�WHFKQLTXH�ZKLFK�LV�LQWHQGHG�
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WR�GHWHUPLQH�WKH XVHV�RI�ODQG�WR�ZKLFK�RZQHUV�KDYH�D�ULJKW
�&XOOLQJZRUWK�������� :KDW�WKH�JRYHUQPHQW�RIILFHUV�LQYROYHG�
LQ�WKH�8QLWHG�6WDWHV�SODQQLQJ�V\VWHP�KDYH�WR�GR�LV�WR��DFFRUGLQJ�
WR�WKH�UHOHYDQW�ODZV�DQG�UHJXODWLRQV��DSSURYH�DSSOLFDWLRQV���
,I�WKH�DSSOLFDWLRQV�DUH�GLVSURYHG��RQH�FDQ�JR�WR�WKH�FRXUW�
WR�KDYH�D�ILQDO�MXULVGLFWLRQ� 7KH�V\VWHP�RI�FDVH�ODZ��DV�ZHOO�
DV� WKH� SURFHGXUHV� LQYROYHG� LQ� WKH� DSSOLFDWLRQ� SURFHVV��
SURYLGHV� FHUWDLQW\� WR� WKH� GHYHORSHU� LQ� WKH� GHYHORSPHQW�
SURFHVV�

%\�FRQWUDVW��WKH�%ULWLVK�SODQQLQJ�V\VWHP�SURYLGHV�IRU�D�
JUHDW�GHDO�RI�GLVFUHWLRQ���$OWKRXJK WKHUH�LV�D�]RQLQJ�V\VWHP��
YLUWXDOO\�DOO�GHYHORSPHQWV�KDYH�WR�VXEPLW�WKHLU�DSSOLFDWLRQ�
WR�WKH�ORFDO�SODQQLQJ�DXWKRULWLHV�IRU�VHHNLQJ�SHUPLVVLRQ� $OO�
DSSOLFDWLRQV�DUH�GHFLGHG�RQ�LWV�RZQ�PHULWV� $V�%RRWK��������
�����DVVHUWV�³%ULWDLQ�ZLWK�LWV�HPSKDVLV�RQ�IOH[LELOLW\�KDV�««�
RIIHUHG�LWV�ORFDO�DXWKRULWLHV�ZLGH�GLVFUHWLRQ�LQ�WKH�FRQWURO�
RI� GHYHORSPHQW´�� )XUWKHU� KH� REVHUYHV�� ZLWK� WKH� 7RZQ� DQG�
&RXQWU\�3ODQQLQJ�$FWV��ORFDO�DXWKRULWLHV�DUH�LQ�SULQFLSOH�
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HQWLUHO\�IUHH�WR GHWHUPLQH�WKH�PDWHULDO�FRQVLGHUDWLRQV�WKDW�
DUH�UHOHYDQW�WR�D SDUWLFXODU�SODQQLQJ�DSSOLFDWLRQ�DQG�WKH�VDPH�
VHFWLRQ�RI�WKH�$FW�DOORZV�WKHP�WR�LPSRVH�VXFK�FRQGLWLRQV�RQ�
SODQQLQJ�SHUPLVVLRQ�DV�WKH\�WKLQN�ILW��V�����7RZQ�DQG�&RXQWU\
3ODQQLQJ�$FW�������%RRWK�������������

7KH�%ULWLVK�SODQQLQJ�V\VWHP�PD\�SURYLGH�PXFK�XQFHUWDLQW\�
WR�WKH�GHYHORSHU�DV�FRPSDUHG�WR�SODQQLQJ�V\VWHP�RI�WKH�8QLWHG�
6WDWHV���&XOOLQJZRUWK� ������� DOVR� DUJXHG� WKDW� VLQFH� WKH�
SUHSDUDWLRQ�RI�ORFDO�SODQV�DQG�LPSOHPHQWDWLRQ�RI�WKHVH�SODQV�
DUH�FDUULHG�RXW�E\�WKH�VDPH�ORFDO�JRYHUQPHQW��WKH�UROH�RI�WKH�
DGPLQLVWUDWRU�LV HQODUJHG�WR�GHFLGH�D�VSHFLILF�FDVH��ZKHUHDV�
WKH�$PHULFDQ�VLWXDWLRQ�LV�GLIIHUHQW��ZLWK�JUHDW�HPSKDVLV�EHLQJ
SODFHG�RQ�WKH�VHSDUDWLRQ�RI�SRZHUV� �7\SLFDOO\�WKH�SODQV�LV�
SUHSDUHG�E\�WKH�OHJLVODWLYH�ERG\�±± WKH�ORFDO�JRYHUQPHQW�±±
EXW�DGPLQLVWHUHG�E\�D�VHSDUDWH�ERDUG��

+RQJ�.RQJ��XQOLNH�ERWK�%ULWDLQ�DQG WKH�8QLWHG�6WDWHV��KDV�
LWV�RZQ�ULJLG�DSSURDFK��]RQLQJ��DV�ZHOO�DV�WKH�GLVFUHWLRQ�
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DSSURDFK��SODQQLQJ�DSSOLFDWLRQ�� 2Q�WKH�RQH�KDQG��FOHDU�
JXLGDQFH�RI�SODQQLQJ�SURFHGXUHV�LV�SXEOLVKHG�WR�WKH�SXEOLF���
2Q�WKH�RWKHU�KDQG��WKH�3ODQQLQJ�'HSDUWPHQW�LV�ZLOOLQJ�WR�VKRZ�
LWV�GLVFUHWLRQ�XSRQ�UHTXHVW�RI�UH]RQLQJ�RU�LQFUHDVH�RI�SORW�
UDWLR�LI�SURYLVLRQV�IRU�SXEOLF�LQWHUHVW�DUH�PDGH�DYDLODEOH���
7KH�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ��DV�ORQJ�DV�WKH�LVVXH�RI�
FHUWDLQW\�LV�FRQFHUQHG��LV�VRPHZKDW�O\LQJ�LQ�EHWZHHQ�WKDW�RI
%ULWDLQ�DQG�WKH�8QLWHG�6WDWHV�

7KHUHIRUH��ZKDW�WKH�DXWKRU�VXJJHVWV�LV�WKDW�WKH�%ULWLVK�
SODQQLQJ�V\VWHP�SURYLGHV�XQFHUWDLQW\�DW�WKH�KLJKHVW�OHYHO�
ZKLOH�WKDW�RI�WKH�8QLWHG�6WDWHV�SURYLGHV�XQFHUWDLQW\�DW�WKH�
ORZHVW�OHYHO��DQG�+RQJ�.RQJ�LV�O\LQJ�LQ�EHWZHHQ�WKHP��LI�WKHVH�
WKUHH�FRXQWULHV�DUH�WR�EH�FRPSDUHG�LQ�WHUPV�RI�FHUWDLQW\���
IOH[LELOLW\�WKDW�WKH�V\VWHPV�SURYLGH�
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&KDSWHU��
$QDO\VLV�RI�WKH�3XUH�=RQLQJ�6\VWHP
DQG�WKH�3XUH�1HJRWLDWLRQ�6\VWHP
,W�LV�QRW�WKH�LQWHQWLRQ�RI�WKLV�GLVVHUWDWLRQ�WR�DUJXH

ZKHWKHU�� LQ� H[SODLQLQJ� SODQQLQJ� SKHQRPHQRQ�� WKH� 3LJRX¶V�
SDUDGLJP�LV�PRUH�SRZHUIXO�WKDQ�WKH�&RDVH¶V�SDUDGLJP�RU�WKH�
YLFH�YHUVD� ,Q�PDQ\�RFFDVLRQV��3LJRYLDQ�DQG�WKH�FODVVLFDO�
HFRQRPLFV�DUH�UHJDUGHG�DV�WZR�XWPRVW�H[WUHPHV�WKDW�WKH�IRUPHU�
VXSSRUWV�JRYHUQPHQW�LQWHUYHQWLRQ�ZKLOH�WKH�ODWHU�VXSSRUWV�
IUHH�PDUNHW�HFRQRP\���,Q�IDFW��WKHUH�LV�QR�HYLGHQFH�WR�VKRZ�
WKDW��LQ�3LJRX¶V�SDSHUV��KH�KDG�LQWHQWLRQ�WR�SURYH�WKDW�WKH�
PDUNHW�IDLOHG�DW DOO�WLPHV��DQG�&RDVH�GLG�QRW�UXOH�RXW�WKH
IXQFWLRQ� RI� JRYHUQPHQW� LQWHUYHQWLRQ� ,Q� WKH SDSHU�� 7KH�
)HGHUDO�&RPPXQLFDWLRQV�&RPPLVVLRQ ��������&RDVH�PHQWLRQHG�
WKDW�

³««�LI�PDQ\�SHRSOH�DUH�KDUPHG�««�LW�LV�PRUH�GLIILFXOW�
WR�UHDFK�D�VDWLVIDFWRU\�VROXWLRQ�WKURXJK�WKH�PDUNHW�««�
(YHQ�WKH�HQIRUFHPHQW�RI�ULJKWV�WKURXJK�WKH�FRXUWV�PD\�
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EH�QRW�HDV\�««�$V�D SUDFWLFDO�PDWWHU��WKH�PDUNHW�PD\�
EHFRPH�WRR�FRVWO\ WR�RSHUDWH� ,Q�WKHVH�FLUFXPVWDQFHV��
LW�PD\�EH�SUHIHUDEOH�WR�LPSRVH�VSHFLDO�UHJXODWLRQV�««´

:KDW�KDV�EHHQ�VHOHFWHG�IRU�DQDO\]LQJ�WKH�FXUUHQW�SODQQLQJ�
V\VWHP�LQ�+RQJ�.RQJ�LV�WKH�FRVW�EHQHILW�DSSURDFK� WKURXJK�ZKLFK�
ZKHWKHU�D�SODQQLQJ�PHDVXUH�LV�EHQHILFLDO�RU�HIILFLHQW�FRXOG�
EH�FRPSDUHG� 7KH�VHFRQG�YHUVLRQ�RI�&RDVH�7KHRUHP�ZRXOG�EH�
DGRSWHG�IRU�VXFK�FRPSDULVRQ���7KH�WKHRUHP�VWDWHV�WKDW�LI�
SURSHUW\�ULJKWV�DUH�ZHOO�GHILQHG�DQG�WUDQVDFWLRQ�FRVWV�DUH�
]HUR�� WKH� DOORFDWLRQ� RI� UHVRXUFHV� ZLOO� EH� LGHQWLFDO��
UHJDUGOHVV�RI�WKH�LQLWLDO�DVVLJQPHQW�RI�SURSHUW\�ULJKWV� ,Q�
RWKHU�ZRUGV��LI�WUDQVDFWLRQ�FRVWV�DUH�QRW�]HUR��WKH�ORZHU�LV�
WKH�WUDQVDFWLRQ�FRVWV�LQYROYHG�LQ�RQH�PHWKRG��WKH�KLJKHU�LV�
LWV�HIILFLHQF\��SURYLGLQJ�DOO�PHWKRGV�OHDG�WR�WKH�VDPH�OHYHO�
RI�EHQHILWV�

,Q�WKH�IROORZLQJ�SDUWV��D�PRGHO RI�WZR�³SXUH´�SODQQLQJ�
V\VWHPV�LV�HVWDEOLVKHG�LQ�RUGHU�WR�DQDO\]H�WKH�FRVWV�RI�
WUDQVDFWLRQ�LQYROYHG�LQ�WKH�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ� 7KH�
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DVVXPSWLRQV�RI�WKLV�PRGHO�DUH�

�� 7KHUH�DUH�RQO\�WZR�PHWKRGV�LQ�LPSOHPHQWLQJ�WKH�FRQFHSW�RI�
WRZQ�SODQQLQJ�±± WKH\�DUH�WKH�³SXUH�]RQLQJ�V\VWHP´�DQG�WKH�
³SXUH�QHJRWLDWLRQ�V\VWHP´

�� %RWK� V\VWHPV� DLP� DW� WKH� VDPH� UHVXOW� ± WKH� UHVXOW� RI�
SURYLGLQJ�D�KHDOWK\��VDIH��FRQYHQLHQW�DQG�JHQHUDO�ZHOIDUH�
RI WKH�FRPPXQLW\�

�� %RWK�V\VWHPV�FDQ�OHDG�WR�WKH�VDPH�UHVXOW�DW�WKH�VDPH�OHYHO�
RI�EHQHILWV�RI�XUEDQ�IRUP�

:KDW�WKH�DXWKRU�DLPV�WR�DQDO\]H�LV�WKH�FRVWV�LQYROYHG�LQ�
WKHVH�WZR�V\VWHPV� ,I�WKH�WUDQVDFWLRQ�FRVWV�LQYROYHG�LQ�WKH�
³SXUH�]RQLQJ�V\VWHP´�LV�ORZHU��LW�VKRXOG�EH�FKRVHQ�DV�WKH�PHDQ�
WR�FRQWURO�SODQQLQJ�LQ�D�VRFLHW\��RU�YLFH�YHUVD�

,Q�WKH�IROORZLQJ�VXEVHFWLRQV��WKH�DXWKRU�ZRXOG�SUHVHQW�WKH�
GHWDLOV�RI�KLV�PRGHO�DQG�WKH�DSSOLFDWLRQ�RI�WUDQVDFWLRQ�FRVW�
HFRQRPLFV�LQ�WKH�DQDO\VLV�RI�WKH�PRGHO�
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��� $VVXPSWLRQV

,Q�WKLV�SDUW��WKH�UDWLRQDOHV�EHKLQG�VHWWLQJ�WKH�WKUHH�
DVVXPSWLRQV�DUH�H[SODLQHG�

$VVXPSWLRQ�,��7KHUH�DUH�RQO\�WZR�PHWKRGV�LQ�LPSOHPHQWLQJ�WKH�
FRQFHSW�RI�WRZQ�SODQQLQJ�±± WKH\�DUH�WKH�³SXUH�]RQLQJ�V\VWHP´�
DQG�WKH�³SXUH�QHJRWLDWLRQ�V\VWHP´

7KHUH�DUH��LI�QRW�WKRXVDQGV��KXQGUHGV�RI�SODQQLQJ�V\VWHPV�
ZKLFK�LPSOHPHQW�WKH�SODQQLQJ�FRQFHSW�LQ�SUDFWLFH�LQ�WKH UHDO�
ZRUOG�� � 'LIIHUHQW� FRXQWULHV� RSHUDWH� WKHLU� RZQ� SODQQLQJ�
V\VWHPV��ZKLFK�DUH��WR�D�FHUWDLQ�H[WHQW��GLIIHU�IURP�HDFK�RWKHU���
:KDW�WKH�DXWKRU�ZRXOG�OLNH�WR�VXJJHVW�LV�WKDW�WKHUH�DUH�RQO\�
WZR�H[WUHPHV�RI�SODQQLQJ�V\VWHPV��RQH�LV�WKH�³SXUH�]RQLQJ�
V\VWHP´�DQG�WKH�RWKHU�RQH�LV�WKH�³SXUH�QHJRWLDWLRQ�V\VWHP´�
�:KDW�]RQLQJ�DQG QHJRWLDWLRQ�PHDQV�ZLOO�EH�GLVFXVVHG�LQ�WKH�
IROORZLQJ�VXEVHFWLRQV����,Q�IDFW��WKHUH�DUH�QR�³SXUH´�V\VWHPV�
H[LVWLQJ�LQ�WKH�ZRUOG�±� PRVW�RI�WKHP�DUH�O\LQJ�LQ�EHWZHHQ�
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WKH�WZR�H[WUHPHV� 7KH�%ULWLVK�SODQQLQJ�V\VWHP��DV�VHHQ�E\�WKH�
DXWKRU��LV�VRPHZKDW�D�³SXUH�QHJRWLDWLRQ�V\VWHP´�ZKLOVW�WKH�
$PHULFDQ�SODQQLQJ�V\VWHP�LV�PXFK�OLNH�D�³SXUH�]RQLQJ V\VWHP´�

7KHUHIRUH�� LQ� RUGHU� WR� DQDO\]H� WKH� WUDQVDFWLRQ� FRVWV�
LQYROYHG�LQ�DQ\�SODQQLQJ�V\VWHP��WKH�WZR�H[WUHPHV�VKRXOG�EH�
GHILQHG�DV�WKH�RQO\�WZR�SODQQLQJ�V\VWHPV���6KRXOG WKHUH�EH�DQ\�
LQ�EHWZHHQ�V\VWHP��LW�FRXOG�HDVLO\�EH�XVHG�WR�FRPSDUH�WR�WKH�
WZR�H[WUHPHV�IRU DQDO\]LQJ�LWV�HIILFLHQF\�

$VVXPSWLRQ�,,��%RWK�V\VWHPV�DLP�DW�WKH�VDPH�UHVXOW�±± WKH�UHVXOW�
RI�SURYLGLQJ�D�KHDOWK\��VDIH��FRQYHQLHQW�DQG�JHQHUDO�ZHOIDUH�
RI�WKH�FRPPXQLW\�

7KLV�UHVXOW�LV�WKH�DLP�RI�WKH�SODQQLQJ�V\VWHP�LQ�+RQJ .RQJ���
,Q�RUGHU�WR�H[DPLQH�WKH�ORFDO�SODQQLQJ�V\VWHP��WKH�EHQHILWV�
EURXJKW�E\�WKH�WZR�³SXUH´�V\VWHPV�VKRXOG�EH�SUHVHW�DV�WKLV���
,QGHHG��WKLV�DVVXPSWLRQ��RU�PRUH�SUHFLVHO\��WKH�UHVXOWV�WKDW�
ZRXOG�EH�DFKLHYHG�E\�WKH�³SXUH´�V\VWHPV��FRXOG�EH�DQ\WKLQJ��
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DV�ORQJ�DV�DVVXPSWLRQ�,,,�LV�VDWLVILHG�

$VVXPSWLRQ�,,,��%RWK�V\VWHPV�FDQ�OHDG�WR�WKH�VDPH�UHVXOW�DW
WKH�VDPH�OHYHO�

7KH�KHDUW�RI�WKLV�DVVXPSWLRQ LV�WKH�ZRUG��³VDPH´� ,I�WKH�
WZR�³SXUH´�V\VWHPV�FRXOG�DFKLHYH�WKH�³VDPH´�UHVXOW�DW�WKH�
³VDPH´�OHYHO��WKH EHQHILWV�SURGXFHG E\�WKHVH�WZR�V\VWHPV FRXOG�
WKHQ�EH�GHILQHG�DV�WKH�VDPH��VR�WKDW�WKH�FRVWV�RI�WUDQVDFWLRQ�
LQYROYHG�LQ�WKH�V\VWHPV�DUH�WKH�RQO\�FRPSRQHQWV�WKDW�VKRXOG�
EH�FRQVLGHUHG�LQ�DQDO\]LQJ�RQ�WKH�HIILFLHQF\�

,Q�WKH�IROORZLQJ�VXEVHFWLRQV��ZKDW WKH�DXWKRU�PHDQV�E\�WKH
WHUPV�³SXUH�]RQLQJ�V\VWHP´�DQG�³SXUH�QHJRWLDWLRQ�V\VWHP´�LV�
HODERUDWHG�LQ�PRUH�GHWDLO�



���

��� 3XUH�=RQLQJ�6\VWHP

%HIRUH�WKH�WHUP ³SXUH�]RQLQJ�V\VWHP´�LV�GHILQHG�� WKH�
PHDQLQJ�RI�]RQLQJ�ZRXOG�EH�JLYHQ�ILUVW�

=RQLQJ�LV�WKH�GLYLVLRQ�RI�D�ORFDO�DUHD�LQWR�GLVWULFWV�ZKLFK�
DUH�VXEMHFW�WR�GLIIHUHQW�UHJXODWLRQV�UHJDUGLQJ�WKH�XVH�RI�ODQG
DQG�WKH�KHLJKW�DQG�EXON�RI�EXLOGLQJV�ZKLFK�DUH�DOORZDEOH���
+ROODQGHU��������VXJJHVWHG�WKDW ]RQLQJ�VHSDUDWHV�ODQG�XVH
DFFRUGLQJ�WR�WKHLU�IXQFWLRQ�DQG�LV�XVXDOO\�DSSOLHG�WR H[LVWLQJ�
XVHV���6LPLODU PHDQLQJ�RI�]RQLQJ�ZDV�VSHFLILHG�E\�%UXQVZLFN�
�������� ]RQLQJ� LV� D� VHSDUDWLRQ� RI� WKH� PXQLFLSDOLW\� LQWR�
GLVWULFWV��DQG�WKH�UHJXODWLRQ�RI�EXLOGLQJV�DQG�VWUXFWXUHV��
DFFRUGLQJ�WR�WKHLU�FRQVWUXFWLRQ��DQG�WKH�QDWXUH�DQG�H[WHQW�
RI�WKHLU�XVH��DQG�WKH�QDWXUH�DQG�H[WHQW RI�WKH�XVHV�RI�ODQG���

,QVWHDG�RI�LQWHUSUHWLQJ�]RQLQJ�SK\VLFDOO\��&XOOLQJZRUWK�
�������H[SODLQHG�LW�LQ�D�SROLWLFDO�ZD\��]RQLQJ�LV�DQ�H[HUFLVH�
RI� WKH� SROLFH� SRZHU�� WKH� LQKHUHQW� SRZHU� RI� D� VRYHUHLJQ�
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JRYHUQPHQW�WR�OHJLVODWH�IRU�WKH�KHDOWK��ZHOIDUH��DQG�VDIHW\�
RI�WKH�FRPPXQLW\� ,W�LV�D�SURFHVV�E\�ZKLFK�WKH�UHVLGHQWV�RI�
D�ORFDO�FRPPXQLW\�H[DPLQH�ZKDW�SHRSOH�SURSRVH�WR�GR�ZLWK�WKHLU�
ODQG��DQG�GHFLGH�ZKHWKHU�RU�QRW�WKH\�ZLOO�SHUPLW�LW�

7R�VXP�XS��]RQLQJ�LV�WKH�GLYLVLRQ�RI�DQ�DUHD�LQWR�]RQHV�
ZLWKLQ�ZKLFK�XVHV�DUH�SHUPLWWHG�DV�VHW�RXW�LQ�WKH�]RQLQJ�
RUGLQDQFH��ZKLFK�GHWDLOV�WKH�UHVWULFWLRQV�DQG�FRQGLWLRQV�
ZKLFK�DSSO\�LQ�HDFK�]RQH�

7KH� ³SXUH� ]RQLQJ� V\VWHP´� LV� GHILQHG� WR� LQFOXGH� WKH�
IROORZLQJ�FRPSRQHQWV�

�� IRUPXODWLRQ�RI�WKH�RUGLQDQFH�WH[WV�DQG�PDSV�E\�D�ORFDO�
]RQLQJ�FRPPLVVLRQ�

�� DGRSWLRQ�RI�WKH�GUDIW�WH[WV�DQG�PDSV�E\�WKH�ORFDO�JRYHUQLQJ�
ERG\�

�� HQIRUFHPHQW�RI�WKH�SODQQLQJ�RUGLQDQFH�E\�WKH�UHOHYDQW�
SODQQLQJ�ERDUG��DQG
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�� DPHQGPHQW�RI�WKH�H[LVWLQJ�RUGLQDQFH�WH[WV�DQG�PDSV�ZKHQ�
QHFHVVDU\�

:KDW�WKH�SODQV�VKRZQ�LQ�WKH�³SXUH�SODQQLQJ�V\VWHP´�LV�RQO\�
WKH�XVHV�ZKLFK�DUH�DOZD\V�SHUPLWWHG��ZKLFK�LV�DOLNH�WKH�&ROXPQ�
,�RI�WKH�2XWOLQH =RQLQJ�3ODQV�LQ�WKH�SODQQLQJ�V\VWHP�LQ�+RQJ�
.RQJ����,I WKH�XVH�RI�GHYHORSPHQW�LV�OLVWHG�LQ�WKH�SODQV��LW�
LV� QRW� QHFHVVDU\� WR� SURFHHG� IRU� DQ\� DSSOLFDWLRQ� WR� DQ\�
JRYHUQPHQW�ERGLHV� ,I�WKH�XVH�RI�GHYHORSPHQW�LV�QRW�OLVWHG�
LQ�WKH�SODQV��QHLWKHU�WKH�XVH�LV�DFFHSWHG�WR�GHYHORS�LQ�WKDW�
SDUWLFXODU�ORW��QRU�DQ\�UHTXHVW�IRU�UH]RQLQJ�ZRXOG�EH DFFHSWHG���
7KHUH�LV��E\�GHILQLWLRQ��QR�UHTXHVW�IRU�UH]RQLQJ��HLWKHU�
OHJLVODWLYHO\�RU�DGPLQLVWUDWLYHO\��LQ�WKH�SXUH�]RQLQJ�V\VWHP�

,Q� WKLV� V\VWHP�� UH]RQLQJ� GRHV H[LVW�� EXW� LW� PXVW� EH�
LQLWLDWHG�E\�WKH�JRYHUQPHQW� 7KH�]RQLQJ�FRXOG�EH�UH�]RQHG�
RQFH� WKH� JRYHUQPHQW� WKLQNV� LW� ILWV� DIWHU� UHYLHZLQJ� WKH�
H[LVWLQJ�XVH�DV�ZHOO�DV�FRQVXOWLQJ�WKH�DIIHFWHG�FRPPXQLW\�LQ�
WKH�ORFDOLW\� 7KH�UH]RQLQJ�SURSRVDO�PXVW�SDVV�WKURXJK�D�
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VHULHV�RI�SXEOLF�LQVSHFWLRQ�DQG�FRPPHQWV�VR�DV�WR�UHIOHFW�WKH�
PDUNHW�VLWXDWLRQ�EHIRUH�LW�FRPHV�WR�SDUWV�RI�WKH�ODZ� 1RW�RQO\�
LV�WKHUH�SXEOLF�LQYROYHPHQW�LQ�WKH�DPHQGPHQW�RI�SODQV��EXW�
WKH\�DOVR�H[LVW�LQ�WKH�FDVH�EHIRUH�GUDIWHG�SODQV�DUH�DGRSWHG�
WR�EHFRPH�DSSURYHG�SODQV�

��� 3XUH�1HJRWLDWLRQ�6\VWHP

%HIRUH�GLVFXVVLQJ�ZKDW�WKH�DXWKRU�PHDQV�E\�WKH�WHUP�³SXUH�
QHJRWLDWLRQ�V\VWHP´��OLWHUDWXUH�RQ�ZKDW�QHJRWLDWLRQ�PHDQV�LV�
UHYLHZHG�

7KH�VHPLQDO�ZRUN RQ�WKH�VXEMHFW�ZDV�XQGHUWDNHQ�E\�6WUDXVV�
�������LQ�VWXGLHV�LQ�SV\FKLDWULF�LQVWLWXWLRQV� +H�FRQVLGHUV�
QHJRWLDWLRQ�DV�D PHDQV�RI�JHWWLQJ WKLQJV�DFFRPSOLVKHG�ZKHQ�
GLIIHUHQW� JURXSV� RU� RUJDQL]DWLRQV� QHHG� WR� FRQVLGHU� HDFK
RWKHU¶V�YLHZSRLQWV�WR�JHW�WKLQJV�GRQH�

*UHVFK�DQG�6PLWK��������KDYH�LGHQWLILHG�QHJRWLDWLRQ�DV
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D� FRQWULEXWRU\� DFWLYLW\� WR� FRQIOLFW� PDQDJHPHQW� LQ�������
QDWLRQDO�SODQQLQJ�OHJLVODWLRQ� &OD\GRQ��������GLVWLQJXLVKHV�
QHJRWLDWLRQV�DV�WKH�SURFHVV�ZKHUHE\�SDUWLHV�DWWHPSW WR�UHDFK
DJUHHPHQW�DQG�GLVWLQJXLVKHV�WKLV�IURP�LGHDV�RI�EDUJDLQLQJ��WKH
WUDGLQJ� RI� EHQHILWV�� DQG� FRPSURPLVH� �WKH� DFFHSWDQFH� RI�
VXE�RSWLPDO�DJUHHPHQW��ZKLFK�PD\�EH�SDUW�RI�WKH�QHJRWLDWLRQ�
SURFHVV�

.HQQHG\�HW�DO���������KDYH�LGHQWLILHG�HLJKW�VWDJHV�LQ�D
QHJRWLDWLQJ�IUDPHZRUN���7KHVH�ZHUH�EDVHG�RQ�WKH�IUHH�PDUNHW�
HQYLURQPHQW� DQG OHVV� RQ� DQ� HQYLURQPHQW� ZKHUH� OHJDO� DQG�
SROLWLFDO�SDUDPHWHUV�GR�PXFK�WR�HVWDEOLVK�WKH�RUJDQL]DWLRQ�
RI�DQ�DXWKRULW\� 7KXV��LQ�FRQVLGHULQJ�QHJRWLDWLRQV�LQ�UHVSHFW�
RI�SODQQLQJ�DSSOLFDWLRQV��.HQQHG\ HW�DO�¶�V�VWDJHV PLJKW�EH�
UHGHILQHG�DV������SUHSDULQJ������EDUJDLQLQJ������SURSRVLQJ��
����SDFNDJLQJ������FORVLQJ��DQG�����DJUHHLQJ�

,Q�UHDOLW\��D�GHYHORSHU�LV�OLNHO\�WR�LQFOXGH�DOO�RI�WKHVH�
VWDJHV��WR�D�OHVVHU�RU�JUHDWHU�GHJUHH��EXW�PD\�QRW�SXUVXH�WKHP�
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LQ�WKH�ORJLFDO�VHTXHQFH�RXWOLQHG�EHFDXVH�DQ�XSVHW�DW�DQ\�RQH�
VWDJH�PD\�UHTXLUH�D�UHYLHZ�RI�D�SUHYLRXV�VWDJH� $V�ZLWK�DQ\�
HIIHFWLYH�SODQQLQJ�V\VWHP�LWVHOI��WKH�SURFHVV�RI�QHJRWLDWLQJ�
ZLOO�HVVHQWLDOO\�EH�F\FOLFDO���7KXV��KDYLQJ�SULRULWL]HG�WKH�
UHTXLUHPHQWV�DV�SDUW�RI�WKH�SUHSDUDWLRQ�VWDJH�DQG�FRPPHQFHG�
GLVFXVVLRQV�ZLWK WKH�ORFDO�DXWKRULW\��WKH�GHYHORSHU�PD\�ZHOO
UHFHLYH�VLJQDOV�WKDW�LQGLFDWH�WKDW�WKH�LQJUHGLHQWV�RI�WKH�
SODQQLQJ�DSSOLFDWLRQV�EHLQJ�QHJRWLDWHG�DUH�QRW�DFFHSWDEOH��
7KLV� PD\� ZHOO� OHDG� WR� D� UHFRQVLGHUDWLRQ�� QHZ� SURSRVDOV�
SURPRWHG�DQG�EDUJDLQLQJ�UHFRPPHQFLQJ� 7KLV�DJDLQ�ZLOO�EH�
IROORZHG�E\�IXUWKHU�GLVFXVVLRQV�DQG�DJDLQ�D�UHVSRQVH�IURP�WKH�
ORFDO�DXWKRULW\�ZLOO�EH�VLJQDOOHG�

$V�WKH�QDPH�³SXUH�QHJRWLDWLRQ�V\VWHP´�WHOOV��LQ�WKLV�V\VWHP�
QHJRWLDWLRQ�PXVW EH�LQYROYHG� 7KLV�V\VWHP�DOVR�HQFRPSDVV�WKH
IROORZLQJ�HOHPHQWV�

�� IRUPXODWLRQ�RI�WKH�RUGLQDQFH�WH[WV�DQG�PDSV�E\�D�ORFDO�
]RQLQJ�FRPPLVVLRQ�
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�� DGRSWLRQ�RI�WKH�GUDIW�WH[WV�DQG�PDSV�E\�WKH�ORFDO�JRYHUQLQJ�
ERG\�

�� HQIRUFHPHQW�RI�WKH�SODQQLQJ�RUGLQDQFH�E\�WKH�UHOHYDQW�
SODQQLQJ�ERDUG��DQG

�� DPHQGPHQW�RI�WKH�H[LVWLQJ�RUGLQDQFH�WH[WV�DQG�PDSV�ZKHQ�
QHFHVVDU\�

7KH�PDMRU�GLIIHUHQFH�EHWZHHQ�WKH�³SXUH�]RQLQJ�V\VWHP´�DQG�
WKH�³SXUH�QHJRWLDWLRQ�V\VWHP´�LV�WKH�XVHV�VWLSXODWHG�LQ�WKH�
SODQV���,Q WKH�³SXUH�QHJRWLDWLRQ V\VWHP´��E\�GHILQLWLRQ��WKH
SODQV�ZRXOG�RQO\�OLVW�RXW�WKH� XVHV�ZKLFK�QHHGV�SODQQLQJ�
DSSOLFDWLRQ��ZKLFK�LV�VLPLODU�WR�WKH�&ROXPQ�,,�LQ�WKH�2XWOLQH�
=RQLQJ�3ODQV�LQ�WKH�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ�� ,I�WKH�XVH�
RI�GHYHORSPHQW�LV�VKRZQ�LQ�WKH�SODQ��SODQQLQJ�DSSOLFDWLRQ�LV�
QHFHVVDU\�WR�EH�DSSURYHG�E\�WKH�UHOHYDQW�SODQQLQJ�ERDUG�EHIRUH�
DQ\�GHYHORSPHQW�VKRXOG�SURFHHG� 1HJRWLDWLRQ�SOD\V�D�YLWDO�
UROH�LQ�WKH�SODQQLQJ�DSSOLFDWLRQ�SURFHVV�DQG�LW�UXQV SDUDOOHO�
WR�WKH�SURFHVV� ,I�WKH�XVH�RI�GHYHORSPHQW�LV�QRW�VWDWHG�LQ�
WKH�SODQ��WKH�RQO\�WKLQJ�WKDW�FDQ�EH�GRQH�LV�WR�UHTXHVW D�
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UH]RQLQJ� DGPLQLVWUDWLYHO\� 7KH� UHOHYDQW� SODQQLQJ� ERDUG�
FRXOG�DFFHSW�WKH�UHTXHVW��UHMHFW�LW��RU�HYHQ�LJQRUH�LW��DV�
WKH�UHTXHVW�GRHV�QRW�KDYH�DQ\�VWDWXWRU\�HQIRUFHPHQW�

5H]RQLQJ�LQ�WKLV SXUH�V\VWHP��DV�GHILQHG��FRXOG�RQO\�EH�
LQLWLDWHG�E\�LQGLYLGXDOV���:KDW�WKH�JRYHUQPHQW�GRHV LV�QRW�WR�
UHYLHZ�WKH�SODQV�UHJXODUO\�WR�VHH�ZKHWKHU�WKH�]RQLQJ�VWLOO�
ILWV� WKH� VRFLHW\�� EXW� UDWKHU� WR� UHYLHZ� WKH� SODQV�
FRPSUHKHQVLYHO\�DIWHU�WKHUH�LV�D�PDUNHW�UHVSRQVH�RI�ZKLFK�
UH]RQLQJ�LV�UHTXHVWHG���$OWKRXJK�WKH�SDUW\�ZKR�LQVWLJDWHV�WKH
UH]RQLQJ�SURFHVV�LV�XQOLNH�WKH�³SXUH�]RQLQJ�V\VWHP´��SXEOLF�
LQYROYHPHQW�LV�PDGH�DYDLODEOH� $IWHU�WKH�SODQV�DUH�FRQVXOWHG�
DQG�VXEVHTXHQWO\�DSSURYHG��WKH\�DFTXLUH�VWDWXWRU\�SRZHU�

5HVHPEOLQJ�WKH�³SXUH�]RQLQJ�V\VWHP´��SXEOLF�LQYROYHPHQW�
LV�DOVR�SUHVHQW�LQ�WKH�VWDJHV�RI�SODQ�SUHSDUDWLRQ�DQG�SODQ�
DPHQGPHQW�SURFHVVHV�
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��� &RVW�%HQHILW�$QDO\VLV

,Q�WKLV�SDUW��WKH WZR�³SXUH´�V\VWHPV�DUH�FRPSDUHG�E\�D�FRVW�
EHQHILW�DSSURDFK�LQ�RUGHU�WR�DQDO\]H�WKHLU�HIILFLHQF\�

7KH�DVVXPSWLRQ�LQ�SDUW�����VWDWHV�WKDW�WKH�WZR�³SXUH´
V\VWHPV�ZRXOG�OHDG�WR�WKH�VDPH�UHVXOW�DW�WKH�VDPH�OHYHO��VR�
WKH�EHQHILWV�EURXJKW�E\�WKHVH�WZR�V\VWHPV�DUH�WKH�VDPH���
7KHUHIRUH��ZKDW�WKH�DXWKRU�KDV�WR GR�LV�MXVW�WR�FRPSDUH�WKH�
FRVWV�RI WUDQVDFWLRQ�LQYROYHG�LQ�WKH�WZR�V\VWHPV�JLYHQ�WKH�
DERYH�DVVXPSWLRQ� 1RZ�HYHU\�FRPSRQHQW�LQYROYHG�LQ�WKH�V\VWHPV�
DUH�HYDOXDWHG�

&RPSRQHQW�,��)RUPXODWLRQ�RI�WKH�RUGLQDQFH�WH[WV�DQG�PDSV�E\
D�ORFDO�]RQLQJ�FRPPLVVLRQ�

$OWKRXJK�WKH�XVHV�OLVWHG�LQ�WKH�WZR�³SXUH´�V\VWHPV�LV�RI�
GLIIHUHQW�SXUSRVHV��RQH�LV�DOZD\V�SHUPLWWHG�ZKHUHDV�WKH�RWKHU�
RQH�QHHGV�SODQQLQJ�DSSURYDO��WKH�FRVWV�RI�WUDQVDFWLRQ LQYROYHG�
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LQ�ERWK�V\VWHPV�FDQ�EH�RI�VLPLODU�PDJQLWXGH� 7KLV�LV�EHFDXVH�
WKLV�FRPSRQHQW� DOWKRXJK�LQ�GLIIHUHQW�V\VWHPV��KDV�WR�JR
WKURXJK�³VWDQGDUG´�SURFHGXUHV��WKH�RIILFHUV�KDYH�WR�H[DPLQH��
LQ�WKDW�SDUWLFXODU�]RQH��WKH�FXUUHQW�VLWXDWLRQ�RI�ODQG�XVH��
WKH�WUHQG�RI�SRSXODWLRQ�JURZWK��WKH�GHYHORSPHQW�RI�GLIIHUHQW�
HFRQRPLF�VHFWRUV��WKH�ODQG�SULFHV��DV�ZHOO�DV�WKH�IXWXUH�QHHGV�
RQ�WKH�ODQG� 1R�PDWWHU�ZKDW�XVHV�DUH�JRLQJ�WR�EH�OLVWHG��WKH
SODQV�FRXOG�QRW�JD]HWWHG�EHIRUH�WKHVH�SURFHGXUHV�KDYH ILQLVKHG���
%RWK�V\VWHPV�HPSOR\�SXEOLF�LQYROYHPHQW�GXULQJ�WKH�SURFHVV�RI�
SODQ�GUDIWLQJ� 6LQFH�WKH�SURFHGXUHV�DUH�DVVXPHG�WR�EH�WKH�VDPH��
WKH�FRVWV�RI�LQIRUPDWLRQ��GXH�WR�VHDUFKLQJ�GDWD�RI�WKH�FXUUHQW�
WUHQG�WR�SURMHFW�WKHP�LQ�IXWXUH�ILJXUHV���FRVWV�RI�QHJRWLDWLRQ�
�GXH�WR�SXEOLF�LQYROYHPHQW���FRVWV�RI�GUDZLQJ�XS�WKH�SODQV�
DQG�WH[WV�DUH�VLPLODU��VR�WKH�DXWKRU�FRXOG�DVVXPH�WKDW�WKH�
FRVWV�RI�WUDQVDFWLRQ�LQYROYHG�LQ�WKLV�FRPSRQHQW��IRUPXODWLRQ�
RI�SODQQLQJ�UXOHV�DQG�PDSV��DUH�PRUH�RU�OHVV�WKH�VDPH�LQ�ERWK
³SXUH´�V\VWHPV�
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&RPSRQHQW�,,��$GRSWLRQ�RI�WKH�GUDIW�WH[WV�DQG�PDSV�E\�WKH�ORFDO
JRYHUQLQJ�ERG\�

$IWHU� SUHSDULQJ� WKH� GUDIW� SODQV�� ERWK� ³SXUH´� V\VWHPV�
UHTXLUH�WKDW�WKH GUDIW�SODQV�DQG�PDSV�KDYH�WR�EH�DSSURYHG�E\�
WKH�ORFDO�JRYHUQLQJ�ERG\�EHIRUH�WKH\�REWDLQ�OHJDO�VWDWXV���
%HIRUH�WKH�SODQV�EHFRPH�VWDWXWRU\��WKH�JRYHUQPHQW�KDV�WKH�
UHVSRQVLELOLW\�WR LQYLWH�SXEOLF�LQVSHFWLRQ�DQG�UHFHLYH�SXEOLF�
FRPPHQWV�VR�DV WR�NQRZ�KRZ�WKH�SURSRVHG�SODQV�DIIHFW�WKH�SHRSOH��
7KH�SXEOLF�FRXOG��GXULQJ�WKH�FRQVXOWDWLRQ�SHULRG��YRLFH�RXW�
WKHLU�RSLQLRQV��VXSSRUW�RU�REMHFWLRQ�WR�WKH�JRYHUQLQJ�ERG\���
%HFDXVH� WKH� WZR� ³SXUH´� V\VWHPV� KDYH� WR� JR� WKURXJK� WKLV�
FRPSRQHQW��ZKLFK�LV�RI�VLPLODU�W\SH��LW�LV�DVVXPHG�WKDW�WKH�
FRVWV�RI�LQIRUPDWLRQ��GXH�WR�VHDUFKLQJ�GDWD�RI�WKH�FRPPXQLW\¶V�
SUHIHUHQFH� DQG YLHZV��� FRVWV� RI� QHJRWLDWLRQ� �GXH� WR�
QHJRWLDWLRQ�ZLWK�PHPEHUV�RI�WKH�FRPPXQLW\�RU�DQ\�LQWHUHVW�
JURXSV��DQG�FRVWV�RI�GUDZLQJ�XS�WKH�SODQV�DQG�WH[WV �GXH�WR
GUDZLQJ�XS�WKH�LQLWLDO�GUDIW�SODQV�DV�ZHOO�DV�DQ\�DPHQGPHQW�
WR�WKH�SODQV�DIWHU�UHFHLSW�RI�FRPPHQWV�IURP�WKH�SXEOLF��DUH�
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VLPLODU��DQG�VR�GRHV�WKH�FRVWV�RI�WUDQVDFWLRQ�

&RPSRQHQW�,,,��(QIRUFHPHQW�RI�WKH SODQQLQJ�RUGLQDQFH�E\�WKH
UHOHYDQW�SODQQLQJ�ERDUG�

%RWK�³SXUH´�V\VWHPV�KDYH�WKLV�FRPSRQHQW��ZKLFK�LV�FRPSULVHG�
RI�VHQGLQJ�LQVSHFWRUV�WR�WKH�VSHFLILF�VLWHV�IRU�FKHFNLQJ�
ZKHWKHU�WKH�H[LVWLQJ�XVHV�FRPSOLHV�ZLWK�WKH�RUGLQDQFH�DQG�
]RQLQJ�DV�VWLSXODWHG�LQ�WKH�UHVSHFWLYH�SODQV��LVVXLQJ�OHJDO�
QRWLFHV�WR�WKH�RQHV�ZKR�GR�QRW�FRPSO\�ZLWK�WKH�SODQQLQJ�
UHJXODWLRQV�� DQG� SURVHFXWLQJ� DQ\RQH� ZKRVH� GHYHORSPHQW�
FRQWUDYHQHV� WKH� FXUUHQW� SODQQLQJ� VWDWXWH� HWF�� � 7KHVH�
DFWLYLWLHV�KDYH�WR�EH�H[HFXWHG�E\�WKH�UHOHYDQW�JRYHUQPHQW�
ERGLHV�LQ�ERWK�³SXUH´�V\VWHPV�DW�WKH�VDPH�OHYHO� 7KXV��WKH�
FRVWV�RI�LQIRUPDWLRQ��DGPLQLVWUDWLRQ�DQG�HQIRUFHPHQW�RI�WKH�
ODZV�DUH�VXSSRVHG�WR�EH�RI�WKH�VDPH�DPRXQW�
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&RPSRQHQW�,9��$PHQGPHQW�RI�WKH�H[LVWLQJ�RUGLQDQFH�WH[WV�DQG�
PDSV�ZKHQ�QHFHVVDU\�

1R�PDWWHU�KRZ�FDUHIXOO\�GUDIWHG��D�]RQLQJ�RUGLQDQFH�DQG�
PDS�FDQ�QHYHU�FRYHU�DOO�WKH�FLUFXPVWDQFHV�WKDW�PLJKW�DULVH�
RU�DOO�WKH�HYHQWXDOLWLHV�WKDW�PLJKW FRPH�WR�SDVV� +HQFH��WKHUH
KDV�WR�EH�VRPH�ZD\�RI�SURYLGLQJ�IRU�WKH�XQIRUHVHHQ� 7KHUH�DUH�
WZR�PDLQ�PHWKRGV�RI�GRLQJ�WKLV��E\�ZD\�RI�SODQQLQJ�DSSURYDO�
DQG�DPHQGPHQW�RI�WKH�FXUUHQW�OHJLVODWLRQ��LQ�SDUWLFXODU��
UH]RQLQJ���7KH ILUVW�RQH�RQO\�H[LVWV�LQ�WKH�³SXUH�QHJRWLDWLRQ�
V\VWHP´�� LQ� ZKLFK� DOO� GHYHORSPHQW� SURSRVDOV� KDYH� WR� EH
VXEPLVVLRQ�IRU�DSSURYDO�XSRQ�FKDQJH�RI�XVH��ZKHUHDV�WKHUH LV�
QR�VXFK�SURYLVLRQ�LQ�WKH�³SXUH�]RQLQJ�V\VWHP´��LQ�ZKLFK�WKH�
GHYHORSPHQW�FRXOG�SURFHHG�RQFH�LWV�XVH�LV�VWDWHG�LQ�WKH�SODQV���
$V� PHQWLRQHG� EHIRUH�� QHJRWLDWLRQ� FRQVWLWXWHV� D� FUXFLDO�
LQJUHGLHQW�LQ�WKH�SODQQLQJ�DSSOLFDWLRQ�SURFHVV�LQ�WKH�³SXUH�
QHJRWLDWLRQ�V\VWHP´��ZKLFK�LPSOLHV WKDW�WKHUH�ZRXOG�EH�D�ODUJH�
DPRXQW� RI� FRVWV� RI� WUDQVDFWLRQ� LQYROYHG� 7KH� FRVWV� RI�
WUDQVDFWLRQ�DUH�PDLQO\�FRPH�IURP�WKH�FRVWV�RI�LQIRUPDWLRQ��WR�
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GLVFRYHU�ZKR�LV�JRLQJ�WR�EH�GHDOW�ZLWK��WR�LQIRUP�SHRSOH�WKDW�
RQH�ZLVKHV�WR�GHDO�DQG�RQ�ZKDW�WHUPV���WKH�FRVWV�RI�QHJRWLDWLRQ��
�WR�FRQGXFW�QHJRWLDWLRQV�OHDGLQJ�XS�WR�D�EDUJDLQ�LQ�WKH�
SODQQLQJ�DSSOLFDWLRQ��HVSHFLDOO\�LQ�WHUPV�RI�SODQQLQJ�JDLQ���
WKH�FRVWV�RI�GUDZLQJ�XS�WKH�FRQWUDFW�DQG�WKH�FRVWV�RI�HQIRUFLQJ
FRQWUDFWV��WR�XQGHUWDNH�WKH�LQVSHFWLRQ�QHHGHG�WR�PDNH�VXUH�
WKDW�WKH�WHUPV�RI�WKH�FRQWUDFW�DUH�EHLQJ�REVHUYHG���RU�HYHQ�
WKH� FRVWV� RI� FKDQJLQJ� LQVWLWXWLRQDO� DUUDQJHPHQWV� �H�J���
FKDQJH�RI�FRQWUDFW�WHUPV��

7KH�VHFRQG�ZD\�RI�DPHQGLQJ�WKH�FXUUHQW�OHJLVODWLRQ�LV�
UH]RQLQJ���,Q WKH�DXWKRU¶V�PRGHO��ERWK�³SXUH´�V\VWHPV�PDNH�XVH�
RI�WKLV�FRQFHSW� EXW�LQ�GLIIHUHQW GHWDLO���7KH ³SXUH�]RQLQJ�
V\VWHP´� GRHV� QRW� SHUPLW� DQ\� DGPLQLVWUDWLYH� UHTXHVW� XSRQ
UH]RQLQJ�E\�DQ\�LQGLYLGXDOV���$OO PDWWHU�RI�UH]RQLQJ VKDOO�EH�
LQVWLJDWHG�E\�WKH�UHOHYDQW�SODQQLQJ�ERDUG��LQ�YLHZ�RI�WKH�
JHQHUDO�ZHOIDUH�RI�WKH�FRPPXQLW\��UDWKHU�WKDQ�RI�JUDQWLQJ�
EHQHILWV�WR�DQ\�PHPEHUV�RI�WKH�SXEOLF���,Q�WKLV�V\VWHP��WKH�
PDMRU�FRVWV�ERUQH�E\�WKH�JRYHUQPHQW�DUH�WKH�FRVWV�RI�VHDUFKLQJ�
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LQIRUPDWLRQ�RI�ZKDW�WKH�VRFLHW\�ZRXOG�QHHG�LQ�WKH�IXWXUH��ZKLFK�
W\SHV�RI�ODQG�XVH�LV�DQG�ZLOO�EH�LQ�GHPDQG��KRZ�WKH�XVH�RI
ODQG�LV�WR�EH�DOORFDWHG�HWF�

,Q�WKH�³SXUH�QHJRWLDWLRQ�V\VWHP´��UH]RQLQJ�FRXOG�RQO\�EH�
LQLWLDWHG�E\�DGPLQLVWUDWLYH�UHTXHVW�E\�WKH�PHPEHUV�RI�WKH�
FRPPXQLW\�WR�WKH�JRYHUQPHQW� )RU�WKLV�UHDVRQ��RQH�PD\�DUJXH�
WKDW�WKH�FRVWV�RI�WUDQVDFWLRQ�ZRXOG�EH�PXFK�JUHDWHU�WKDQ�WKDW�
LQYROYHG�LQ�WKH�³SXUH�]RQLQJ�V\VWHP´�EHFDXVH�WKHUH�DUH�QRW�
RQO\�WKH�FRVWV�RI�VHDUFKLQJ�LQIRUPDWLRQ�IRU�LQYHVWLJDWLQJ�WKH�
FXUUHQW�QHHGV�DQG�IXWXUH�WUHQGV�RI�ODQG�XVH��EXW�DOVR�WKH�FRVWV
RI� QHJRWLDWLQJ DQG� EDUJDLQLQJ ZLWK� YDULRXV� NLQGV� RI�
SURIHVVLRQDOV�EHWZHHQ�WKH�JRYHUQPHQW�DQG�WKH�GHYHORSHU�DQG�
WKH�FRVWV�RI�PDNLQJ�DQG�HQIRUFLQJ�WKH�FRQWUDFWV�EHWZHHQ�WKHP�

7KH�DXWKRU��QHYHUWKHOHVV��SURSRVHV�WKDW�WKH�WUDQVDFWLRQ�
FRVWV�LQYROYHG�LQ�WKHVH�WZR�³SXUH´�V\VWHPV��DV�ORQJ�DV�WKH
LVVXH�RI�UH]RQLQJ�LV�FRQFHUQHG��VKRXOG�EH�FRPSDUDEOH� ,Q�ERWK�
V\VWHPV�� WKH� JRYHUQPHQW� KDV� WR� UHYLHZ� WKH� SODQV� DQG�
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UHJXODWLRQV�WR�VHH�ZKHWKHU�LW�VWLOO�ILWV�WKH�VRFLHW\� 7KH�RQO\�
GLIIHUHQFH�LV�WKDW�LQ�WKH�³SXUH�]RQLQJ�V\VWHP´��JRYHUQPHQW�
RSHUDWHV�WKH�UHVHDUFK�RQ�D�UHJXODU�EDVLV�ZKLOVW�LQ�WKH�³SXUH�
QHJRWLDWLRQ�V\VWHP´��WKH�JRYHUQPHQW�VWDUWV�WKH�UHVHDUFK�XSRQ�
UHFHLSW�RI�DGPLQLVWUDWLYH�UHTXHVW�RQ�UH]RQLQJ� 2QH�SRLQW
VKRXOG�EH�QRWHG�LV�WKDW�DOWKRXJK�DGPLQLVWUDWLYH�UHTXHVW�RI�
UH]RQLQJ�LV�QRW�SHUPLWWHG�LQ�WKH�³SXUH�]RQLQJ�V\VWHP´��WKHUH�
PXVW�EH�VRPH�LQWHUHVW�JURXSV�OREE\LQJ�WKH�JRYHUQPHQW�RQ�WKH�
XVH�RI�ODQG�GXULQJ�WKH�WLPHV�RI�UHYLHZ�RI�SODQV� )URP�D�
PDFURVFRSLF�SRLQW�RI�YLHZ��WKH�IUHTXHQF\�RI�UHYLHZ�VKRXOG�EH
WKH� VDPH� EHWZHHQ� WKHVH� WZR� ³SXUH´� V\VWHPV� DQG� WKXV� WKH�
WUDQVDFWLRQ� FRVWV� LQYROYHG� LQ WKH� UHYLHZ� RI SODQQLQJ�
UHJXODWLRQV�DQG�PDSV�DUH�DQDORJRXV��VLQFH�WKH�JRYHUQPHQW��LQ�
ERWK�V\VWHPV��KDV�WR�JR�WKURXJK�WKH�VDPH�SURFHGXUHV�RI��VD\��
SXEOLF�FRQVXOWDWLRQ�EHIRUH�UH]RQLQJ��QR�PDWWHU�ZKLFK�SDUW\��
WKH� JRYHUQPHQW� RU LQGLYLGXDO�� LQLWLDWHV� WKH� PDWWHU�
FRQFHUQHG��

$OWKRXJK�ERWK�³SXUH´�V\VWHPV�HPSOR\�FRPSRQHQW�,9��WKH�
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DPHQGPHQW�RI�H[LVWLQJ�UHJXODWLRQV���GXH�WR�WKH�IDFW WKDW�WKH\
LPSOHPHQW�LW�DW D�GLIIHUHQW�OHYHO��WKH�WUDQVDFWLRQ�FRVWV�
LQYROYHG�LQ�WKH�WZR�V\VWHPV�DUH�QRW WKH�VDPH� $QDO\VLV�LQ�WKH�
SUHYLRXV�SDUDJUDSKV�UHYHDOV�WKDW�WKH�FRVWV�RI�WUDQVDFWLRQ�
LQYROYHG� LQ� WKH� ³SXUH� QHJRWLDWLRQ� V\VWHP´� VKDOO� EH� PXFK�
JUHDWHU�WKDQ�WKDW�LQ�WKH�³SXUH�]RQLQJ�V\VWHP´�

7KH�DXWKRU�ZRXOG�OLNH�WR�PDNH�D�QRWH�RQ�FRPSRQHQW�,��SODQ�
SUHSDUDWLRQ��DQG�FRPSRQHQW�,9��SODQ�DPHQGPHQW��LQ�ERWK�³SXUH´�
V\VWHPV�� � 7KHVH WZR� FRPSRQHQWV� DUH�� LQ� IDFW�� WKH�
LPSOHPHQWDWLRQ� RI� WKH� ]RQLQJ� WHFKQLTXH�� ZKLFK� LV� WKH�
HVWDEOLVKPHQW�RI�SULYDWH�SURSHUW\�ULJKWV�RYHU�ODQG���2QFH�
SULYDWH� SURSHUW\� ULJKWV� DUH� WR� EH� HVWDEOLVKHG�� FRVWV� RI�
WUDQVDFWLRQ�PXVW�EH�LQYROYHG� ,Q�ERWK�V\VWHPV��WKH�FRVWV�RI�
GHOLQHDWLQJ� DQG� SROLFLQJ� WKH� SULYDWH� SURSHUW\� ULJKW� DUH
VXJJHVWHG�WR�EH�WKH�VDPH�

$IWHU�WKH�IRXU�FRPSRQHQWV�KDYH�EHHQ�SXW�LQWR�GLVFXVVLRQ�
LQGLYLGXDOO\��WKH�VXEMHFW�VKDOO�EH�YLHZHG�FROOHFWLYHO\� 7KH�
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FRVWV�RI�WUDQVDFWLRQ�LQYROYHG�LQ�WKH�ILUVW�WKUHH�FRPSRQHQWV�
�IRUPXODWLRQ��DGRSWLRQ�DQG�HQIRUFHPHQW�RI�WKH�SODQQLQJ�UXOHV��
LQ�WKH�WZR�³SXUH´�V\VWHPV�DUH�FRPSDUDEOH��EXW�WKDW�LQ�WKH�ODVW�
FRPSRQHQW��DPHQGPHQW�RI�SODQQLQJ�UXOHV��LQ�SDUWLFXODU��WKH�
PDWWHU�RI�SODQQLQJ�DSSOLFDWLRQ��VKRZV�D�ODUJH�GLIIHUHQFH�LQ�
WKH� WZR� ³SXUH´� V\VWHPV� 7R� SXW� LQ� D� ZRUG�� WKH� RYHUDOO�
WUDQVDFWLRQ�FRVWV�LQYROYHG�LQ�WKH ³SXUH�QHJRWLDWLRQ�V\VWHP´�
LV�JUHDWHU�WKDQ�WKDW�LQ�WKH�³SXUH�]RQLQJ�V\VWHP´�DQG�WKH�³SXUH�
]RQLQJ�V\VWHP´�LV�PRUH�HIILFLHQW�WKDQ�WKH�³SXUH�QHJRWLDWLRQ�
V\VWHP´�LI�DOO�DVVXPSWLRQV�RI�WKH�PRGHO�DUH�YDOLG�
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&KDSWHU��
$QDO\VLV�RI�WKH�&XUUHQW�3ODQQLQJ

6\VWHP�LQ�+RQJ�.RQJ
,Q�WKLV�FKDSWHU��WKH�SUREOHP�RI�SODQQLQJ�DQG�SURSHUW\�

ULJKWV�ZRXOG�EH�GLVFXVVHG�LQ�WKH�FRQWH[W�RI�WKH�SODQQLQJ�V\VWHP�
LQ� +RQJ� .RQJ� $IWHU� UHYLHZLQJ� /DL¶V� UHVHDUFK� DERXW� KLV�
DUJXPHQWV�RI�WKH�WZR�FRQIOLFWV� WKH�FRVWV�RI�WUDQVDFWLRQ�
LQYROYHG�LQ�WKH�ORFDO�SODQQLQJ�V\VWHP�ZRXOG�EH�FRPSDUHG�WR�
WKH� DXWKRU¶V� PRGHO� RI� ³SXUH� ]RQLQJ� V\VWHP´� DQG ³SXUH�
QHJRWLDWLRQ�V\VWHP´�WR�FRQFOXGH�ZKHWKHU�WKH�ORFDO�SODQQLQJ�
V\VWHP�LV�HIILFLHQW�

��� 3ODQQLQJ�DQG�3URSHUW\�5LJKWV

,Q�+RQJ�.RQJ��PRVW�RI�WKH�ODQG�UHVRXUFHV�DUH�DOORFDWHG�
WKURXJK�WKH�OHDVHKROG�V\VWHP��LQ�ZKLFK�WKH�OHDVH�FRQGLWLRQV�
KDYH�EHHQ�VHUYLQJ WKH�SXUSRVH�RI�GHYHORSPHQW�FRQWURO� +RZHYHU��
DV�WKH�VRFLHW\�LV�FKDQJLQJ�DOO�WKH�WLPH��WKH�JRYHUQPHQW�KDV�
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VXEVHTXHQWO\�LPSRVHG�VWDWXWRU\�SODQV�SXWWLQJ�UHVWULFWLRQV�RQ�
WKH�ULJKWV�RI�WKH�OHVVHH� /HDVH��DV�GLVFXVVHG�LQ�FKDSWHU�
���������LV�LWVHOI�D�FRQWUDFW� ,Q�WKH�ODZ�RI�FRQWUDFW��WKH�
OHVVRU�FDQ�EH�VDLG�WR�EH�LQ�EUHDFK�RI�FRQWUDFW�LI�WKH�ULJKW
RI�WKH�OHVVHH�LV DWWHQXDWHG�GXH�WR�WKH�DFWLRQ�RI�WKH�OHVVRU���
7KH�JRYHUQPHQW��DFWLQJ�DV�WKH�OHVVRU��VKRXOG�WKHUHIRUH�EH�
OLDEOH�WR�FRPSHQVDWH�IRU�WKH�ORVV�RI�WKH�DJJULHYHG�SDUW\�

7KH�FXUUHQW�SODQQLQJ�DSSOLFDWLRQ�SURFHVV�XVHG�LQ�+RQJ�.RQJ
LV�RIWHQ�FULWLFL]HG�IRU�LWV�DPELJXRXV�GHFLVLRQ�PDGH�E\�WKH�
7RZQ�3ODQQLQJ�%RDUG��LWV�OHQJWK\�SURFHGXUHV�DQG�LWV�H[SHQVLYH�
FRVW��/DL��������/DL��������6WDQOH\�������� /RFDO�SODQQLQJ
UHVHDUFKHUV�KDYH�EHHQ�VNHSWLFDO�RI�WKH�GHYHORSPHQW�ORVV�GXH�
WR�WKH�GHFLVLRQ�RI�WKH�%RDUG� 7KH�TXHVWLRQ�RI�ZKHWKHU�WKH�
LPSRVLWLRQ�RI�VXFK�SODQQLQJ�UHJXODWLRQV�WR�SURWHFW�WKH�SXEOLF�
LQWHUHVW�DW�WKH�H[SHQVH�RI�DWWHQXDWLQJ�SULYDWH�SURSHUW\�ULJKWV
LV� EHQHILFLDO� RU� QRW� KDV� EHHQ� UDLVHG� E\� PDQ\� VFKRODUV���
$FFRUGLQJ�WR�/DL���������WKHUH�DUH�IRXU�PDLQ�LVVXHV�ZKLFK�SXW�
SODQQLQJ�LQWR�D�TXHVWLRQDEOH�SRVLWLRQ�
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����� 3ODQQLQJ�$SSOLFDWLRQ

$Q\�LQWHQGHG�UHGHYHORSPHQW�RU�FKDQJH�LQ�XVH�ZRXOG�QHHG�WR�
EH�FKHFNHG�DJDLQVW�WKH�VWDWXWRU\�SODQ��HYHQ�ZKHUH�WKHUH�LV�
QR�QHHG�IRU�OHDVH�PRGLILFDWLRQ� ,I�DQ�LQWHQGHG�XVH�LV�D�&ROXPQ�
,,�XVH�LQ�WKH�2XWOLQH�=RQLQJ�3ODQ��RU�D�WHPSRUDU\�FKDQJH�LQ�
XVH�RU�GHYHORSPHQW�LQ�D�'HYHORSPHQW�3HUPLVVLRQ�$UHDV�3ODQ��
SODQQLQJ�SHUPLVVLRQ�PXVW�EH�REWDLQHG�IURP�WKH�7RZQ�3ODQQLQJ�
%RDUG� EHIRUH� SURFHHGLQJ� WKH� GHYHORSPHQW� 3ODQQLQJ�
SHUPLVVLRQ�LV�LQ�WKLV�VLWXDWLRQ�QHFHVVDU\�HYHQ�LI�WKH�XVH�LI�
SHUPLWWHG�E\�WKH�JRYHUQPHQW�OHDVH� :KHUH�DQ�LQWHQGHG�XVH�LV�
QRW�IRXQG�LQ�WKH 6FKHGXOH�RI�1RWHV��WKHQ�WKDW�XVH�FDQQRW�EH�
GHYHORSHG��HYHQ�LI�LW�LV�FRQVLVWHQW ZLWK�WKH�JRYHUQPHQW�OHDVH���
7KH�%XLOGLQJ�$XWKRULW\�ZLOO�QRW�JLYH�SHUPLVVLRQ�WR�EXLOG�LI�
WKH�UHTXLVLWH�VWDWXWRU\�XVH�ULJKW�RU�SODQQLQJ�SHUPLVVLRQ�LV�
QRW�DYDLODEOH��V�������G���%XLOGLQJV�2UGLQDQFH��&DS���������
7KH�RQO\�ZD\�RXW�IRU�WKH�SURSULHWRU�LV�WR�ZDLW�RU�DSSO\�IRU�
UH]RQLQJ�LQ�KLV�IDYRXU� :KHUH�WKH�]RQLQJ�LV�IRU�D�SXEOLF�XVH��
H�J���RSHQ�VSDFH��WKH�SURSULHWRU¶V�REMHFWRU�LV�XVXDOO\�LQ�
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YDLQ�

7KH� LQVWLWXWLRQ� RI� SODQQLQJ� DSSOLFDWLRQV� PHDQV� WKDW�
SULYDWH� SODQQLQJ� GHFLVLRQV� DUH VXSHUVHGHG� E\� JRYHUQPHQW
SODQQLQJ�GHFLVLRQV���7KLV�FRQVWLWXWHV�DQ�DWWHQXDWLRQ�RI�WKH�
ULJKWV�RI�WKH�SURSULHWRU�WR�XVH�ODQG�LQ�WKH�PRVW�SURILWDEOH�
PDQQHU�SRVVLEOH� :KHUH�WKH�]RQHG�XVH�LV�IRU�D�SXEOLF�SXUSRVH�
WKH�JRYHUQPHQW�ZLOO�DV�D�PDWWHU�RI�SROLF\�UHVXPH ODQG�DW�LWV�
H[LVWLQJ�YDOXH��V�������7RZQ�3ODQQLQJ�2UGLQDQFH��&DS���������
7KLV�PHDQV�WKDW�WKH�ULJKWV�RI�WKH�SURSULHWRU�DUH�H[WLQJXLVKHG
XQLODWHUDOO\�E\�WKH�ODQGORUG��WKH�JRYHUQPHQW��EHIRUH�WKH�OHDVH
H[SLUHV�QDWXUDOO\� 7KH�SURSULHWRU�ZLOO�DV�D�UHVXOW�ORVH�WKH�
GLIIHUHQFH�EHWZHHQ�WKH�RSSRUWXQLW\�FRVW�RI�ODQG�XQGHU�WKH�
OHDVH� WHUPV� DV� FRQWUROOHG� LQ� GHYHORSPHQW� EXON� E\� WKH�
SUHYDLOLQJ�%XLOGLQJ�5HJXODWLRQV��DQG�WKH�H[LVWLQJ�YDOXH�ZKLFK�
LV�WKH�YDOXH�RI�WKH�H[LVWLQJ�SURSHUW\�LJQRULQJ�UHGHYHORSPHQW�
SRWHQWLDO���,I D�]RQLQJ�SURSRVDO�DGYHUVHO\�DIIHFWV�WKH�YDOXH
RI�D�ODQG�SDUFHO��WKH�SURSULHWRU�V��RI�WKDW�ODQG�SDUFHO�LV�
�DUH��QRW�HQWLWOHG�WR�FRPSHQVDWLRQ� 2Q�WKH�RWKHU�KDQG��LI�D�
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]RQLQJ�SURSRVDO�HQKDQFHV�WKH�YDOXH�RI�D�ODQG�SDUFHO��WKHUH�
LV�QR�EHWWHUPHQW�OHY\�RQ�WKH�SURSULHWRU�V��

����� 3ORW�5DWLR�5HGXFWLRQ

7KH�GHYHORSPHQW�LQWHQVLW\�RI�WKH�LQWHQGHG�XVH��ZKHWKHU�RU�
QRW�SODQQLQJ�SHUPLVVLRQ�LV�UHTXLUHG��LV�UHGXFHG�RU�UHVWULFWHG�
LQ�WKH�UHOHYDQW�VWDWXWRU\�]RQLQJ� $�W\SLFDO�H[DPSOH�LV�WKH�
VWLSXODWLRQ�LQ�WKH�VWDWXWRU\�]RQH�LI D�SORW�UDWLR�RU�EXLOGLQJ�
KHLJKW�ORZHU�WKDQ WKDW�SHUPLWWHG�XQGHU�WKH�SUHYDLOLQJ %XLOGLQJ�
5HJXODWLRQV� RU� OHDVH� GRFXPHQW� 7KH� SUREOHP� FRXOG� EH�
LOOXVWUDWHG�E\�WKH�GRZQ]RQLQJ�RI�SORW�UDWLR�IURP����WR�����
LQ�WKH�LQGXVWULDO�]RQHV�RI�7VXHQ�:DQ�1HZ�7RZQ� ,PSOHPHQWDWLRQ�
RI�WKH�GRZQ]RQLQJ�PHDQV�WKDW�DQ\�UHGHYHORSPHQW�RI�H[LVWLQJ�
IDFWRU\�EXLOGLQJV�FRXOG�QRW�H[FHHG�WKH�QRZ�UHGXFHG�SORW�UDWLR�
RI� ����� HQWDLOLQJ� D� SRWHQWLDO� ORVV� RI� ���� 3ORW� UDWLR�
UHGXFWLRQ�FDQ�EH UHJDUGHG�DV�WD[DWLRQ�LQ�NLQG��DWWHQXDWLQJ�
WKH�ULJKWV�RI SURSULHWRUV�WR�GHULYH�WKH�PD[LPXP�DPRXQW�RI
LQFRPH�IURP�WKHLU�SURSHUW\�DV�LPSOLHG�LQ�WKH�OHDVH�WHUPV�
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����� &RPSUHKHQVLYH�'HYHORSPHQW�$UHD

8QGHU�WKH�FLUFXPVWDQFH�ZKHUH�D�SLHFH�RI�ODQG�XQGHU�PXOWLSOH
RZQHUVKLS�IDOOV�ZLWKLQ�D�&RPSUHKHQVLYH�'HYHORSPHQW�$UHD��&'$��
GHVLJQDWHG� LQ� DQ� 2XWOLQH� =RQLQJ� 3ODQ� �2=3��� LQGHSHQGHQW
UHGHYHORSPHQW� RI� LQGLYLGXDO� ODQG� SDUFHOV� SHUPLWWHG� E\�
UHVSHFWLYH�OHDVH�GRFXPHQWV�ZLOO QR�ORQJHU�EH�UHDOL]HG�E\�
LQGLYLGXDO� SURSULHWRUV� RI� WKH� ODQG� SDUFHOV� $Q\�
UHGHYHORSPHQW�RI WKH�&'$�PXVW�EH FRPSUHKHQVLYH�DQG�XQLWDU\�
LQ�DFFRUGDQFH�ZLWK�D�0DVWHU�/D\RXW�3ODQ��0/3��VXEPLWWHG�WR�
DQG�DSSURYHG�E\�WKH�7RZQ�3ODQQLQJ�%RDUG��73%��XQGHU�WKH�
SODQQLQJ� DSSOLFDWLRQ� SURFHGXUH� $V� PXOWLSOH� RZQHUVKLS�
HIIHFWLYHO\�LQFXUV�SURKLELWLYHO\�KLJK�WUDQVDFWLRQ�FRVWV�RI�
DUULYLQJ� DW� PXWXDO� DJUHHPHQWV� WR� MRLQW� UHGHYHORSPHQW�
DFFRUGLQJ�WR�DQ�0/3��WKH�JRYHUQPHQW�DVVLJQV�WKH�ULJKW�WR�UHVRUW�
WR�UHVXPSWLRQ�WR�SXEOLF�DJHQFLHV�IRU�XUEDQ�UHQHZDO���7KH�
DJHQFLHV�DUH�WKH�/DQG�'HYHORSPHQW�&RUSRUDWLRQ��/'&��DQG�WKH�
+RXVLQJ�6RFLHW\��+6��
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&'$�GHVLJQDWLRQ�IRU�ODQG�XQGHU�PXOWLSOH�RZQHUVKLS�LQ�HIIHFW�
PDNHV�WKH�IUHHGRP�WR�XVH�D�SURSULHWRU¶V�ODQG�FRQWLQJHQW�RQ�
WKH� FRQVHQW� RI DQRWKHU���,W H[WLQJXLVKHG� WKH� ULJKWV� RI�
SURSULHWRUV�WR�IUHHO\�VXEGLYLGH�RU�FRPELQH�SURSHUW\�IRU�WKH�
PRVW�SURILWDEOH�XVH� 7KH�ODQGRZQHU�ORVHV�KLV�DXWRQRP\�LQ�
GHFLGLQJ�WKH�IDWH�RI�DQ\�SDUW�RI�KLV�ODQG� 7KH�RZQHU�ZRXOG�
KDYH�QR�FKRLFH�EXW�WR�MRLQ�ZLWK�RWKHUV�LI�KH�RU�VKH�ZLVKHG�
WR�GHYHORS�ODQG�LQ�DQ�RUJDQL]DWLRQ�LQYROYLQJ�WKLUG�SDUWLHV�

:KHUH�UHVXPSWLRQ�XQGHU�WKH�/DQGV�5HVXPSWLRQ�2UGLQDQFH �&DS��
�����RFFXUV�IRU�WKH�SXUSRVH�RI�XUEDQ�UHQHZDO�E\�JRYHUQPHQW�
DJHQFLHV��WKH�SURSHUW\�ULJKWV�RI�SURSULHWRUV�DUH�H[WLQJXLVKHG�
XQLODWHUDOO\�E\�WKH�ODQGORUG�EHIRUH�WKH�QDWXUDO�H[SLU\�RI�WKH�
OHDVH���/DQGRZQHUV DUH�FRPSHQVDWHG�DW�WKH�H[LVWLQJ�OHYHO�RI�
WKH�H[LVWLQJ�XVH�EXW�QRW�WKH�IXOO�SRWHQWLDO�YDOXH�RI�WKH�ODQG��
7KH� SURSULHWRU ZLOO� ORVH� WKH GLIIHUHQFH� EHWZHHQ� WKH
RSSRUWXQLW\�FRVW�RI�ODQG�XQGHU�WKH�SUHYDLOLQJ�SORW�UDWLR�
FRQWURO�DQG�WKH�H[LVWLQJ�YDOXH�RI�WKH�SURSHUW\�
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����� 3ODQQLQJ�(QIRUFHPHQW

/DQGRZQHUV�VXEMHFW�WR�HQIRUFHPHQW�ZLWKLQ�'3$�SODQV KDYH�
WR�EHDU�KHDY\�ILQHV�LI�WKH\�GR�QRW�FRPSO\�ZLWK�WKH�VWDWXWRU\�
UHTXLUHPHQWV���$V D�UHVXOW�RI�WKH�VXSHULPSRVLWLRQ�RI�PRGHUQ�
SODQQLQJ�RQ�H[LVWLQJ�OHDVHKROG�ODQG��WKH�FRQWUDFWXDO�QDWXUH�
RI� SULYDWH� GHYHORSPHQW� KDV� EHHQ� VLJQLILFDQWO\� DOWHUHG���
3ULYDWH�SURSHUW\ ULJKWV�IUHHGRP�LV�LQFUHDVLQJO\�VXEMHFW�WR�
EXUHDXFUDWLF� LQWHUIHUHQFH� 8QOLNH� D� ODQG� VDOH� RU� OHDVH
PRGLILFDWLRQ�� QHLWKHU� D� KHDULQJ� RI� REMHFWLRQ� SODQQLQJ�
DSSOLFDWLRQ��UHYLHZ��RU�DSSHDO�QRU�D�SHWLWLRQ�IRU�UH]RQLQJ�
LV�FRQGXFWHG�EHWZHHQ�WKH�JRYHUQPHQW�DQG�WKH�LQGLYLGXDO�RQ�DQ�
HTXDO�FRQWUDFWXDO�IRRWLQJ�

:KHUH�WKH�UHDVRQV�IRU�GHFLVLRQV�PDGH�DUH�QRW�ORJLFDOO\�
LQWHOOLJLEOH�RU�WKH�FULWHULD�IRU�VXFK�GHFLVLRQV�DUH�XQFHUWDLQ��
DQG� ZKHUH� WKH� LQVWLWXWLRQ� RI� SULYDWH SURSHUW\� ULJKWV� LV�
ZHDNHQHG��WKH�UHVXOW�ZLOO�EH�WKH�FUHDWLRQ�RI�D�JUHDW�GHDO�RI�
XQFHUWDLQW\� LQ� WKH� ODQG� PDUNHW� DQG� DQ� LQFUHDVH� LQ� WKH�
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WUDQVDFWLRQ�FRVWV�RI�FKDQJHV�LQ�ODQG�XVH�DQG�UHGHYHORSPHQW���
,Q�UHVSRQVH��WKH�GHYHORSPHQW�PDUNHW�ZLOO�DOWHU�LWV PRGH�RI
DOORFDWLRQ�IURP�RQH�EDVHG�ODUJHO\�RQ�SULFH�FRPSHWLWLRQ�WR�RQH�
EDVHG� DOVR� RQ� QRQ�SULFH� FRPSHWLWLRQ�� � 6XFK� QRQ�SULFH�
FRPSHWLWLRQ�LV�RIWHQ�QRW�LQWHQGHG�WR�LPSURYH�WKH�TXDOLW\�RI�
WKH�RXWSXW�EX\�UDWKHU�WR�JHW�WKURXJK�JRYHUQPHQW�SURFHGXUHV���
7KLV�QRW�RQO\�XQGHUPLQHV�WKH�LQVWLWXWLRQ�RI�SULYDWH�SURSHUW\�
ULJKWV�DQG�DIIHFWV�WKH�HIILFLHQF\�RI�WKH�GHYHORSPHQW�PDUNHW�
LQ�UHVSRQGLQJ�WR FKDQJLQJ�GHPDQG� EXW�FRXOG�DOVR�IUXVWUDWH�
WKH�SURIHVVHG�REMHFW�RI�SODQQLQJ�IRU�D�EHWWHU�VXVWDLQDEOH�
OLYLQJ�HQYLURQPHQW� $W�WKH�H[WUHPH�FDVH�RI�WDNLQJ�ODQG�IRU
SXUSRVHV�ZKLFK�DUH�GRXEWIXOO\�³SXEOLF´��WKH�ZKROH�URRW�RI�WKH�
LQVWLWXWLRQ�RI�SULYDWH�SURSHUW\�ULJKWV�LV�HURGHG�
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��� 7UDQVDFWLRQ�&RVWV�&RPSDULVRQ

$IWHU�UHYLHZLQJ�/DL¶V�WKRXJKW�DERXW�WKH�SURSHUW\�ULJKWV�
SUREOHPV�DVVRFLDWHG�ZLWK�WKH�FXUUHQW�SODQQLQJ�V\VWHP�LQ�+RQJ�
.RQJ��WKH�DXWKRU�LV�JRLQJ�WR�DGRSW�WKH�FRVW�EHQHILW�DSSURDFK�
WR�VWXG\�WKH�FRVWV�RI�WUDQVDFWLRQ�LQYROYHG�LQ�WKH�ORFDO�
SODQQLQJ�V\VWHP�E\�FRPSDULVRQ�ZLWK�WKH�³SXUH�]RQLQJ�V\VWHP´�
DQG�³SXUH�QHJRWLDWLRQ�V\VWHP´�HVWDEOLVKHG�LQ�WKH�DXWKRU¶V�
PRGHO�VWDWHG�LQ�WKH�SUHYLRXV�FKDSWHU�

,Q�+RQJ�.RQJ��WKH�SUHVHQW�SODQQLQJ�V\VWHP�DOVR�FRQVLVWV�
RI�DIRUHVDLG�IRXU�FRPSRQHQWV�

�� IRUPXODWLRQ�RI�WKH�RUGLQDQFH�WH[WV�DQG�SUHSDUDWLRQ�RI�GUDIW�
SODQV�E\�WKH�7RZQ�3ODQQLQJ�%RDUG��V�������732��

�� DGRSWLRQ�RI�WKH�GUDIW�WH[WV�DQG�SODQV�E\�WKH�&KLHI�([HFXWLYH�
LQ�&RXQFLO��V�������732��

�� HQIRUFHPHQW�RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH��&DS�������E\�
WKH�3ODQQLQJ�'HSDUWPHQW��VV��������732���DQG
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�� DPHQGPHQW�RI�WKH H[LVWLQJ�RUGLQDQFH�WH[WV�DQG�SODQV�ZKHQ�
QHFHVVDU\��V����732��

,Q�WKH�IROORZLQJ�SDUWV��HDFK�FRVWV�RI�WUDQVDFWLRQ�LQYROYHG�
LQ�WKHVH�IRXU�FRPSRQHQWV�LV�WDNHQ�WR�ZHLJK�DJDLQVW�WKDW�LQ�
WKH�³SXUH�]RQLQJ�V\VWHP´�DQG�³SXUH�QHJRWLDWLRQ�V\VWHP´�

&RPSRQHQW� ,� )RUPXODWLRQ� RI� WKH� RUGLQDQFH� WH[WV� DQG�
SUHSDUDWLRQ�RI�GUDIW�SODQV�E\�WKH�7RZQ�3ODQQLQJ�%RDUG �V�������
732��

,Q�+RQJ�.RQJ��WKHUH�DUH�WZR�&ROXPQV�GHILQLQJ�WKH�XVHV�ZKLFK�
DUH�DOZD\V�SHUPLWWHG��&ROXPQ���XVHV��DQG�WKH�XVHV�ZKLFK�KDYH�
WR�VXEPLW�SODQQLQJ�DSSOLFDWLRQ�IRU�DSSURYDO��&ROXPQ���XVHV��
LQ�WKH�2XWOLQH�=RQLQJ�3ODQV��2=3�� :KHQ�WKLV�SROLF\�LV�
FRPSDUHG�ZLWK�WKH�DXWKRU¶V�PRGHO�RI�WZR�³SXUH´�V\VWHPV��LW�
LV�QRW�GLIILFXOW�WR�GLVFRYHU�WKDW�WKH�SODQV�RI�WKH�ORFDO�
SODQQLQJ�V\VWHP�FRQWDLQ�ERWK�FDWHJRULHV�RI�XVHV�LQ�WKH�³SXUH�
]RQLQJ�V\VWHP´��LQ�ZKLFK�RQO\�WKH�XVHV�ZKLFK�DUH� DOZD\V�



���

SHUPLWWHG�LV�OLVWHG��DQG�LQ�WKH�³SXUH�QHJRWLDWLRQ�V\VWHP´��LQ
ZKLFK�RQO\�WKH�XVHV�ZKLFK�SODQQLQJ�DSSURYDO�LV�UHTXLUHG�LV�
OLVWHG��� � 7KRXJK� DSSDUHQWO\� RQH� PRUH� FROXPQ� KDV� WR� EH�
FRQVLGHUHG� GXULQJ� WKH� SUHSDUDWLRQ� RI� GUDIW� SODQV�� WKH�
XQGHUO\LQJ� ZRUNORDG� RU� PRUH� SUHFLVHO\�� WKH� FRVWV� RI�
WUDQVDFWLRQ��LV�PRUH�RU�OHVV�WKH�VDPH�RI�WKH�WZR�³SXUH´�V\VWHPV���
7KLV�LV�EHFDXVH�DOO�WKUHH�V\VWHPV�KDYH�WR�JR�WKURXJK�VLPLODU�
NLQGV�RI�SURFHVVHV��VXFK�DV�VHDUFKLQJ�LQIRUPDWLRQ�RI�KRZ�WKH�
H[LVWLQJ�ODQG�UHVRXUFHV�DUH�DOORFDWHG��KRZ�IDVW�WKH�SURMHFWHG�
SRSXODWLRQ�JURZWK�RI�WKH�VRFLHW\�LV��KRZ�ODQG�FDSLWDO�LV�
VFUDPEOHG� LQ� WKH� IXWXUH� HWF� $SDUW� IURP� WKLV�� UHOHYDQW�
SURIHVVLRQDOV�DUH�HPSOR\HG�WR�GUDIW�DQG�SXEOLF�DUH�LQYROYHG�
LQ�FRPPHQW�RQ�WKH�UXOHV�DQG�SODQV�LQ�DOO�WKUHH�V\VWHPV�WR�D�
VLPLODU�H[WHQW� 7KHUHIRUH��WKH�FRVWV�RI�WUDQVDFWLRQ�LQYROYHG�
LQ�FRPSRQHQW�, �IRUPXODWLRQ�RI�UXOHV�DQG�SUHSDUDWLRQ�RI�SODQV��
LQ�WKH�WKUHH�V\VWHPV�DUH�FRPSDUDEOH�WR�RQH�RWKHU�GXH�WR�VLPLODU
FRVWV� RI� LQIRUPDWLRQ�� FRVWV� RI� QHJRWLDWLRQ� DQG� FRVWV� RI�
GUDZLQJ�XS�WKH�SODQV�DQG�WH[WV�
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&RPSRQHQW�,,��$GRSWLRQ�RI�WKH�GUDIW�WH[WV�DQG�SODQV�E\�WKH�
&KLHI�([HFXWLYH�LQ�&RXQFLO��V�������732��
&RPSRQHQW�,,,� (QIRUFHPHQW�RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH��&DS�
�����E\�WKH�3ODQQLQJ�'HSDUWPHQW��VV��������732��

$JDLQ��VLPLODU�DSSURDFKHV�RI�SURFHGXUHV�DUH�H[HUFLVHG�LQ�
WKHVH�WZR�FRPSRQHQWV�LQ�DOO�RI�WKH�WKUHH�V\VWHPV��LQFOXGLQJ�
LQYLWDWLRQ�RI�SXEOLF�LQVSHFWLRQ��UHFHLYLQJ�SXEOLF�FRPPHQWV��
QHJRWLDWLRQ�ZLWK�PHPEHUV�RI�WKH�FRPPXQLW\�RU�DQ\�LQWHUHVW�
JURXSV��GUDZLQJ�XS�SODQV�DQG�WH[WV��DPHQGPHQW�WR�WKH�SODQV�
DIWHU� UHFHLSW� RI� FRPPHQWV� IURP� WKH� SXEOLF� LI� QHFHVVDU\��
VHQGLQJ�LQVSHFWRUV�WR�WKH�VSHFLILF�VLWHV�IRU�FKHFNLQJ�WKH�
FRPSOLDQFH�RI�ODQG�XVH��LVVXLQJ�OHJDO�QRWLFHV�UHODWLQJ�WR�
FRQWUDYHQWLRQ�DQG�XQGHUJRLQJ�SURVHFXWLRQ�HWF���$OO�RI�WKHVH
DFWLYLWLHV�DUH�FDUULHG�RXW�VRPHZKDW�WR�WKH�VDPH�GHJUHH��QR�
PDWWHU�ZKLFK�V\VWHPV�DUH�HPSOR\HG���6R�WKH�DXWKRU�ZRXOG�WKLQN
WKDW�WKH�FRVWV�RI�WUDQVDFWLRQ�LQYROYHG�LQ�FRPSRQHQWV�,,�DQG�
,,,� �DGRSWLRQ� RI� SODQV� DQG� HQIRUFHPHQW� RI� UXOHV�� DUH�
FRPSDUDEOH�LQ�DOO�WKUHH�V\VWHPV�
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&RPSRQHQW�,9��$PHQGPHQW�RI�WKH�H[LVWLQJ�RUGLQDQFH�WH[WV�DQG�
SODQV�ZKHQ�QHFHVVDU\��V����732��

,Q�SDUW������WKHUH�DUH�WZR�ZD\V�RI�LPSOHPHQWLQJ�DPHQGPHQW
RI�WKH�H[LVWLQJ�RUGLQDQFH�WH[WV�DQG�SODQV��E\�PHDQV�RI�SODQQLQJ�
DSSOLFDWLRQ� DQG UH]RQLQJ���,Q� +RQJ� .RQJ�� DSSOLFDQWV� DUH�
HQWLWOHG�WR�VXEPLW�WKHLU�SODQQLQJ�DSSOLFDWLRQV�WR�WKH�7RZQ�
3ODQQLQJ� %RDUG IRU� DSSURYDO� LI� WKHLU� LQWHQGHG� XVH� LV
VWLSXODWHG�LQ�&ROXPQ�,,�RI�WKH�2XWOLQH�=RQLQJ�3ODQ��2=3���EXW�
LI�WKH�SURSRVHG�XVH�LV�OLVWHG�LQ�&ROXPQ�,�RI�WKH�UHVSHFWLYH�
2=3��WKH�RZQHUV�FRXOG�SURFHHG�WKHLU�GHYHORSPHQW�ZLWKRXW�DQ\�
QHHGV�RI�SODQQLQJ�DSSURYDO� 7KLV�DUUDQJHPHQW�RI SODQQLQJ�
DSSOLFDWLRQ�SURYLGHV�FHUWDLQW\�LQ�&ROXPQ�,�XVH��DV�LQ�WKH�³SXUH�
]RQLQJ�V\VWHP´��EXW�FUHDWHV�XQFHUWDLQW\�LQ�&ROXPQ�,,�XVH��DV�
LQ�WKH ³SXUH�QHJRWLDWLRQ�V\VWHP´��

$V�H[SODLQHG�LQ�SDUW������VR�ORQJ�DV�WKH PDWWHU�RI�SODQQLQJ�
DSSOLFDWLRQ�LV�FRQFHUQHG��WKH�FRVWV�RI�WUDQVDFWLRQ�LQYROYHG�
LQ�WKH�³SXUH�QHJRWLDWLRQ�V\VWHP´�DUH�ODUJHU�WKDQ�WKDW�LQ�WKH�
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³SXUH�]RQLQJ�V\VWHP´�EHFDXVH�DOO�GHYHORSPHQW KDYH�WR�VHHN�IRU�
SODQQLQJ�SHUPLVVLRQ�LQ�WKH�IRUPHU�V\VWHP�DQG�QR�SODQQLQJ�
DSSOLFDWLRQ�LV�QHHGHG�LQ�WKH�ODWHU�V\VWHP� 6LQFH�WKH�6FKHGXOH�
RI�1RWHV�LQ�WKH�2=3V�LQ�+RQJ�.RQJ�VWLSXODWH�ERWK�WKH�XVHV�ZKLFK
SODQQLQJ�DSSOLFDWLRQ�LV�QHHGHG�DQG�WKH�XVHV�ZKLFK�SODQQLQJ�
DSSURYDO�LV�QRW�UHTXLUHG��LI�WKH�DVVXPSWLRQ�RI�ZKLFK�VDPH
QXPEHU�RI�GHYHORSPHQW�ZRXOG�XQGHUJR�LQ�WKH�WKUHH�V\VWHPV�LV�
YDOLG��WKH�QXPEHU�RI�SODQQLQJ�DSSOLFDWLRQ�LQ�+RQJ�.RQJ¶V�
SODQQLQJ�V\VWHP�ZRXOG�GHILQLWHO\�IHZHU�WKDQ�WKDW�LQ WKH�³SXUH
QHJRWLDWLRQ� V\VWHP´�� � $VVXPLQJ� WKDW� VLPLODU� FRVWV� RI
WUDQVDFWLRQ�DUH�LQYROYHG�LQ�HDFK�SODQQLQJ�DSSOLFDWLRQ��WKH�
DXWKRU�ZRXOG�VXJJHVW�WKDW�WKH�WUDQVDFWLRQ�FRVWV�LQYROYHG�LQ�
+RQJ�.RQJ¶V�SODQQLQJ�DSSOLFDWLRQ�V\VWHP�ZRXOG�EH�JUHDWHU�WKDQ�
WKDW�LQ�WKH�³SXUH�]RQLQJ�V\VWHP´�EXW OHVVHU�WKDQ�WKDW�LQ�WKH�
³SXUH�QHJRWLDWLRQ�V\VWHP´�

$IWHU� FRPSDULQJ� WKH� FRVWV� RI� WUDQVDFWLRQ� LQ� SODQQLQJ�
DSSOLFDWLRQ�LQ�WKH�WKUHH�V\VWHPV��WKH�FRPSDULVRQ�RI�WKDW�LQ�
WKH�PDWWHU�RI�UH]RQLQJ��ZKLFK�LV�WKH�VHFRQG�PHDQ�RI�DPHQGPHQW�
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RI�SODQQLQJ�UXOHV�DQG�PDSV��LV�GLVFXVVHG�

,Q�+RQJ�.RQJ��WKH�SODQV�ZRXOG�EH�UHYLHZHG�E\�WKH�7RZQ�
3ODQQLQJ�%RDUG�XSRQ�LQVWUXFWLRQ�RI�WKH�&KLHI�([HFXWLYH�RU�
UHFHLSW�RI�DGPLQLVWUDWLYH�UHTXHVW�RI�PHPEHUV�RI�WKH�JHQHUDO�
SXEOLF���1R PDWWHU�ZKLFK�SDUW\�LQLWLDWHV�WKH�UHYLHZ�RI�]RQLQJ��
PDUNHW�UHVSRQVH�VKRXOG�EH�JDWKHUHG�WR�NQRZ�WKH�QHHGV�RI�SHRSOH���
,I�ZH�VHH�LW�IURP�D�ZLGH�DQJOH��WKH�SHULRG�IRU�ZKLFK�SODQV�
ZRXOG�EH�UHYLHZHG�VKRXOG�EH�PRUH�RU�OHVV�VLPLODU�LQ�DOO�RI
WKH�WKUHH�V\VWHPV���%HFDXVH�VLPLODU�SURFHGXUHV�DUH�LQYROYHG�
LQ� HYHU\� ]RQLQJ� UHYLHZ� SURFHVV�� IRU� H[DPSOH�� VHDUFKLQJ�
LQIRUPDWLRQ�RI�WKH�QHHGV�RI�WKH�VRFLHW\��QHJRWLDWLRQ�ZLWK�
GLIIHUHQW� NLQGV� RI� LQWHUHVW� JURXSV�� EDUJDLQLQJ� EHWZHHQ�
SURIHVVLRQDOV��GUDZLQJ�XS�UXOHV�DQG�SODQV��GLVFXVVLRQ�ZLWK�
DQG� FRQVXOWDWLRQ� IURP� WKH� SXEOLF�� HWF�� WKH� FRVWV� RI�
WUDQVDFWLRQ� LQYROYHG� LQ� WKH� UH]RQLQJ� SURFHVV� ZRXOG� EH�
FRPSDUDEOH�LQ�DOO�WKUHH�V\VWHPV�

7R�FRQFOXGH��WKH�WRWDO�FRVWV�RI�WUDQVDFWLRQ�LQYROYHG�LQ�
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WKH�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ�ZRXOG�OLH�EHWZHHQ�WKH�WZR�
³H[WUHPHV´�� L�H��� JUHDWHU� WKDQ� WKDW� LQ� WKH� ³SXUH� ]RQLQJ�
V\VWHP´�DQG�OHVVHU�WKDQ�WKDW�LQ�WKH�³SXUH�QHJRWLDWLRQ�V\VWHP´���
,Q�RWKHU�ZRUGV��WKH�³SXUH�]RQLQJ�V\VWHP´�LV�WKH�PRVW�HIILFLHQW��
WKH�+RQJ�.RQJ¶V�SODQQLQJ�V\VWHP�LV�LQ�WKH�PLGVW��DQG�WKH�³SXUH�
QHJRWLDWLRQ�V\VWHP´�LV�WKH�OHDVW�HIILFLHQW� 7KH�VLJQLILFDQFH�
RI�WKLV�FRQFOXVLRQ�LV�WKDW�LW�WHOOV�XV�WKH�FRVWV�RI�WUDQVDFWLRQ
LQYROYHG�LQ�WKH�ORFDO�SODQQLQJ�V\VWHP�LV�LQFUHDVLQJ�DV�WKH�
V\VWHP�LV�JUDGXDOO\�FKDQJHG�IURP�D�³SXUH�]RQLQJ�V\VWHP´�WR�
D�³SXUH�QHJRWLDWLRQ�V\VWHP´� 7KH�FXUUHQW�V\VWHP�RI�SODQQLQJ
DSSOLFDWLRQ�KDYH�QRW�EHHQ�RSHUDWHG�XQWLO�WKH�\HDU�������DIWHU�
ZKLFK�V����DSSOLFDWLRQ�ZDV�LQWURGXFHG� 6LQFH�GLVFUHWLRQ�DUH�
LQYROYHG�LQ�WKH SODQQLQJ�DSSOLFDWLRQ�V\VWHP��XQFHUWDLQW\
DULVHV�� ZKLFK� JHQHUDWHV� PRUH� FRVWV� RI� WUDQVDFWLRQ� DQG�
WKHUHIRUH�WKH�HIILFLHQF\�RI WKH�SODQQLQJ�V\VWHP�LV�GHFUHDVHG�
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��� 2YHUYLHZ�RI�WKH�6LQJZD\�&DVH

7KH�SUHYLRXV�SDUW�DVVHUWV�WKH�LGHD�RI�WKH�DXWKRU�DERXW�WKH�
FKDQJH�RI�WKH�FXUUHQW�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ�IURP�D�
UHODWLYH�³SXUH�]RQLQJ�V\VWHP´�WR�WKH�GLUHFWLRQ�OHDGLQJ�WR�WKH�
³SXUH�QHJRWLDWLRQ�V\VWHP´� 7KLV�SDUW�DLPV�WR�GHVFULEH�DQG�
H[SODLQ�ZK\�WKHUH�ZDV�D�VXGGHQ�FKDQJH�RI�WKH�SODQQLQJ�V\VWHP�

7KH�PRVW�LPSRUWDQW�FKDQJH�WR�ODQG�XVH�UHJXODWLRQV�RFFXUUHG�
LQ������ZKHQ�WKH�FRXUWV�LQYDOLGDWHG�WKH�JRYHUQPHQW¶V�SRZHU�
WR�XVH�QRWHV�GHYHORSHG�E\�WKH�2IILFH�RI�7RZQ�3ODQQLQJ�RQ�]RQLQJ
SODQV�DV�JXLGHOLQHV�IRU�GHYHORSPHQW� 7KLV�ODZ�FDVH��6LQJZD\
&R��/WG�Y�7KH�$WWRUQH\�*HQHUDO�>����@�+./5������&UXGHQ���������
OHG�WR�D�VLJQLILFDQW�UHYLVLRQ�RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH�

([SUHVVHG�EULHIO\��GXULQJ�WKH�SHULRG������������WKH�VLWH�
RI�WKH�SUHVHQW�+RSHZHOO�&HQWUH�ZDV�DFTXLUHG��DQG�SODQV�ZHUH�
VXEPLWWHG�IRU�D ���VWRUH\�FRPPHUFLDO�EXLOGLQJ�WR�FRQWDLQ�
RIILFHV�� UHVWDXUDQWV�� D� FLQHPD� DQG� RWKHU� FRPPHUFLDO�
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HQWHUSULVHV�� HYHQ� WKRXJK� WKH� VLWH� ZDV� ]RQHG� XQGHU� 'UDIW�
2XWOLQH�=RQLQJ�3ODQ�/+������IRU�:DQFKDL�DV�IRU�UHVLGHQWLDO�
XVH�RQO\� 7KLV�LQLWLDO�SURSRVDO�ZDV�UHMHFWHG�E\�WKH�%XLOGLQJV�
2UGLQDQFH�2IILFH�RQ�WKH�JURXQGV�RI�LQFRPSDWLELOLW\�ZLWK�WKH�
GUDIW�SODQ� 7KH�GHYHORSPHQW��WKHQ��FKDOOHQJHG�WKLV�UHMHFWLRQ�
E\�FODLPLQJ�WKDW�WKH�WHUP�³UHVLGHQWLDO´�XVHG�RQ�WKH�SODQ��DQG�
HQODUJHG�E\�WKH�VXSSOHPHQWDU\�QRWH�SXEOLVKHG�RQ�WKH�IDFH�RI
WKH�SODQ��ZDV�LQYDOLG��%ULVWRZ��������

7KH�VXEVHTXHQW�DUJXPHQW�LQ�FRXUW�FHQWHUHG�RQ�WKH�QRWLRQ�
RI�SHUPLVVLYHQHVV��DQG�WKH�H[WHQW RI�IOH[LELOLW\�LQWURGXFHG�
E\�WKH�QRWHV�DQG�WKHLU�YDOLGLW\�XQGHU�WKH�7RZQ�3ODQQLQJ�
2UGLQDQFH��6HFWLRQ������� ,W�ZDV�DW�ODVW�KHOG�LQ�WKH�MXGJPHQW
WKDW�VXFK�IOH[LELOLW\�ZDV�QRW�DOORZHG�E\�WKH�2UGLQDQFH��DQG�
WKDW�FRQVHTXHQWO\�DOO�VWDWXWRU\�SODQV�RI�D�VLPLODU�W\SH�ZHUH�
LQYDOLG��DQG�IXUWKHU�WKDW�WKH�VSHFLILF�UHIXVDO�RI�SHUPLVVLRQ�
WR�GHYHORS�ZDV�DOVR�WKHUHIRUH�LQFRUUHFW��%ULVWRZ��������

7KH�6XSUHPH�&RXUW�GHFLVLRQ�RI�-XQH������SUHFLSLWDWHG�DQ�
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LPPHGLDWH�FKDQJH�WR�WKH�IRUPHU�WRZQ�SODQQLQJ�OHJLVODWLRQ� 7KH�
DPHQGPHQWV�UHODWHG�WR�WZR�PDWWHUV� )LUVWO\��/HJLVODWLRQ�ZDV�
SDVVHG�LQ������WR�JLYH�VWDWXWRU\�DXWKRULW\�QRW�RQO\�WR�WKH�
SODQV�� EXW� DOVR� WKH� GLDJUDPV�� LOOXVWUDWLRQV�� QRWHV� RU�
GHVFULSWLYH�PDWWHU� 6HFRQGO\��D�QHZ�SURFHGXUH�ZDV�VHW�XS�WR�
HQVXUH�WKDW��ZKHUH�IOH[LELOLW\�ZDV�WR�EH�DOORZHG��D�SURSHU�
PHDQV�VKRXOG�H[LVW�WR�VKRZ�ZKHQ��KRZ�DQG�E\�ZKRP�SHUPLVVLRQ�
FRXOG�EH�JUDQWHG�WR�DOWHU�D�SODQ¶V�UHTXLUHPHQWV��3ODQQLQJ�
'HSDUWPHQW�������� 7KLV�LV�WKH�FXUUHQWO\�ZHOO�NQRZQ�VHFWLRQ�
���SODQQLQJ�SURFHGXUH�
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&KDSWHU��
3ODQQLQJ�&DVH�6WXG\

7KH�SUHYLRXV�FKDSWHU�DUULYHV�D�FRQFOXVLRQ�WKDW�WKH�FRVWV�
RI�WUDQVDFWLRQ�LQYROYHG�LQ�WKH�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ�
LV�VWHDGLO\�ULVLQJ�DV�DUHDV�RI�GLVFUHWLRQ�EHFRPHV�ODUJHU���
7KLV� FKDSWHU� DLPV� DW� SURYLGLQJ� D� ILUP� JURXQG� WR� WKLV�
WKHRUHWLFDOO\�GHULYHG�FRQFOXVLRQ�E\�VWXG\LQJ�D�SODQQLQJ�FDVH
LQ�WKH�WHUULWRU\��H[DPLQLQJ�WKH�UHMHFWLRQ�UHDVRQV��DQG�WKH
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&ROOHJH��.RZORRQ�LQ�LWV�ILUVW�V����DSSOLFDWLRQ�LQ�����
7KH�SODQQLQJ DSSOLFDWLRQ ZDV�UHMHFWHG�RQ���������� E\�WKH�

0HWUR�3ODQQLQJ�&RPPLWWHH��03&����7KH�IROORZLQJ�JURXQGV�ZHUH�
VWDWHG�IRU�WKH�UHMHFWLRQ�
�D� 7KH�SURSRVHG�GHYHORSPHQW�LV�QRW�LQ�OLQH�ZLWK�WKH�SURSRVHG�

LQWHQWLRQ�RI�WKH�*�,&�]RQH�IRU�WKH�VLWH�ZKLFK�LV�LQWHQGHG�
WR�EH�XVHG�IRU�HGXFDWLRQDO�SXUSRVHV��7KHUH�DUH�QR�VWURQJ�
MXVWLILFDWLRQV�WR�PHULW�D�GHSDUWXUH�IURP�VXFK�SURSRVHG�
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LQWHQWLRQ�
�E� 7KH�SURSRVHG�XVH�RI�WKH�VLWH��ZKLFK�LV�]RQHG�*�,&��IRU�

UHVLGHQWLDO�GHYHORSPHQW�LV�FRQVLGHUHG�XQGHVLUDEOH�IURP�
WKH�ODQG�XVH�SODQQLQJ�YLHZSRLQW�VLQFH�WKHUH�LV�FXUUHQWO\�
D�VKRUWIDOO�RI�SULPDU\�VFKRROV�DQG�ORFDO�RSHQ�VSDFH�LQ�WKH�
JHQHUDO�DUHD�RI�WKH�DSSOLFDWLRQ�VLWH���7KH�VLWH�LV PRUH�
VXLWDEOH�IRU�*�,&�XVHV�DQG�FDQ�EH�XVHG�WR�DOOHYLDWH�WKH�
VKRUWIDOO�RI�SULPDU\�VFKRROV�DQG�ORFDO�RSHQ�VSDFH�LQ�WKH�
DUHD�

�F� 7KH� WUDIILF� LPSDFW� DVVHVVPHQW� LQ� WKH� VXEPLVVLRQ� LV�
FRQVLGHUHG�QRW�VDWLVIDFWRU\�LQ�WKDW�
�L� 7KHUH�LV�QR�DVVHVVPHQW�RQ�WKH�FXPXODWLYH�WUDIILF�

LPSDFW�RI�WKH�SURSRVHG�GHYHORSPHQW�ZLWK�UHJDUG�WR�
RWKHU� SURSRVHG� GHYHORSPHQWV� EHLQJ� SODQQHG� RU�
FRQVWUXFWHG� LQ� WKH� DUHD�� LQFOXGLQJ� WKH�
UHGHYHORSPHQW�RI�WKH�H[�*RYHUQPHQW�6WDII�4XDUWHUV�
DW�.LQJ
V�3DUN�5LVH�DQG�WKH�H[�%ULWLVK�0LOLWDU\�
+RVSLWDO� DV� ZHOO� DV� WZR� RWKHU� UHVLGHQWLDO�
GHYHORSPHQWV�DW�.LQJ
V�3DUN�5LVH��.RZORRQ�/RW��������
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DQG�.LQJ
V�3DUN�5LVH���:\OLH�5RDG��.RZORRQ�,QODQG�
/RW���������%HVLGHV��WKHUH�LV�QR�DVVHVVPHQW�RQ�WKH�
WUDIILF� LPSDFW� RI� WKH� WUDQVSRUW� LQIUDVWUXFWXUH�
EHLQJ�SODQQHG�RU�FRQVWUXFWHG�LQ�WKH�DUHD�LQFOXGLQJ�
WKH�3ULQFHVV�0DUJDUHW�5RDG�/LQN�

�LL� 'HWDLOHG� FDOFXODWLRQV� RI WKH� MXQFWLRQ� FDSDFLW\�
DVVHVVPHQW�KDYH�QRW�EHHQ�LQFOXGHG��DQG

�LLL� 7KH�UHVHUYH�FDSDFLWLHV�RI�WKH�FULWLFDO�MXQFWLRQV�
LQ�WKH�YLFLQLW\�RI�WKH�VLWH��LQFOXGLQJ�WKH�MXQFWLRQV
RI�:\OLH�5RDG���:DWHUORR�5RDG��:\OLH�5RDG � 3ULQFHVV�
0DUJDUHW�5RDG�DQG�:\OLH�5RDG � *DVFRLJQH�5RDG�KDYH�
EHHQ�RYHU�HVWLPDWHG��DQG

�G� $SSURYDO� RI� WKH� DSSOLFDWLRQ� ZLOO� VHW� DQ� XQGHVLUDEOH
SUHFHGHQW�IRU�VLPLODU�DSSOLFDWLRQV�LQ�WKH�DUHD��WKHUHE\
OHDGLQJ�WR�FXPXODWLYH�ORVV�RI�*�,&�VLWHV�DQG�UHPLWWLQJ LQ�
FXPXODWLYH�DGYHUVH�LPSDFW�RQ�WKH�SURYLVLRQ�RI�WKH H[LVWLQJ�
DQG�SODQQHG�LQIUDVWUXFWXUH�

7KH�VFKRRO�VXEPLWWHG�D�UHYLHZ�ODWHU�EXW�WKH�UHYLHZ�ZDV�
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UHMHFWHG�E\�WKH�7RZQ�3ODQQLQJ�%RDUG�RQ����������� 6LPLODU�
UHDVRQV�ZHUH�VWLSXODWHG�IRU�H[SODLQLQJ�WKH�UHMHFWLRQ�

�D� 7KH�SURSRVHG�GHYHORSPHQW�LV�QRW�LQ�OLQH�ZLWK�WKH�SURSRVHG�
LQWHQWLRQ�RI�WKH�*�,&�]RQH�IRU�WKH�VLWH�ZKLFK�LV�LQWHQGHG�
WR�WKH�XVHG�IRU�HGXFDWLRQDO�SXUSRVH� 7KHUH�LV�QR�VWURQJ
MXVWLILFDWLRQV�WR�PHULW�D�GHSDUWXUH�IURP�VXFK�SURSRVHG�
LQWHQWLRQ�

�E� 7KH�SURSRVHG�XVH�RI�WKH�VLWH��ZKLFK�LV�]RQHG�*�,&��IRU�
UHVLGHQWLDO�GHYHORSPHQW�LV�FRQVLGHUHG�XQGHVLUDEOH�IURP�
WKH�ODQG�XVH�SODQQLQJ�YLHZ�SRLQW�VLQFH�WKHUH�LV�FXUUHQWO\�
D�VKRUWIDOO�RI�SULPDU\�VFKRROV�DQG�ORFDO�RSHQ�VSDFH�LQ�WKH�
JHQHUDO�DUHD�RI�WKH�DSSOLFDWLRQ�VLWH���7KH�VLWH�LV PRUH�
VXLWDEOH�IRU�*�,&�XVHV�DQG�FDQ�EH�XVHG�WR�DOOHYLDWH�WKH�
VKRUWIDOO�RI�SULPDU\�VFKRROV�DQG�ORFDO�RSHQ�VSDFH�LQ�WKH�
DUHD�

�F� 7KH�SURSRVHG�URDG�LPSURYHPHQW�VFKHPHV�DW�WKH�MXQFWLRQ�RI�
:\OLH�5RDG � :DWHUORR�5RDG � <LP�3R�)RQJ�6WUHHW�DUH�QRW�
DFFHSWDEOH� DV� WKH\� ZRXOG� EDQ� WUDIILF� PRYHPHQW� IURP�
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:DWHUORR�5RDG�WR�VRXWKERXQG�:\OLH�5RDG�RU�FRXOG�QRW�EH�
LPSOHPHQWHG��DQG

�G� $SSURYDO� RI� WKH� DSSOLFDWLRQ� ZLOO� VHW� DQ� XQGHVLUDEOH�
SUHFHGHQW�IRU�VLPLODU�DSSOLFDWLRQV�LQ�WKH�DUHD��WKHUHE\
OHDGLQJ�WR�FXPXODWLYH�ORVV�RI�*�,&�VLWHV�DQG�UHVXOWLQJ�LQ�
FXPXODWLYH�DGYHUVH�LPSDFW�RQ�WKH�SURYLVLRQ�RI�WKH�H[LVWLQJ�
DQG�SODQQHG�LQIUDVWUXFWXUH�

$Q�DSSHDO�ZDV�PDGH�EXW�LW�ZDV�VXEVHTXHQWO\�DEDQGRQHG�E\�
WKH� DSSOLFDQW� RQ� ��������� $IWHU� D� GHIHUUHG� UHTXHVW� RI�
DSSOLFDWLRQ�RQ������������DQRWKHU�V���SODQQLQJ�DSSOLFDWLRQ�
ZLWK�VRPH�DPHQGPHQWV�WR�WKH�SUHYLRXV�SURSRVDO��D�FRQVWUXFWLRQ�
RI�VFKRRO�LQ�DWWHPSWLQJ�WR�VDWLVI\�WKH�UHTXLUHPHQWV�LPSOLHG�
E\�SUHYLRXV�UHMHFWLRQ�UHDVRQV��ZDV�PDGH�RQ�������������7KH�
IROORZLQJ�WDEOH�VKRZV�WKH�GHWDLO�RI�WKH�DSSOLFDWLRQ�

$SSOLFDWLRQ�1R� $�.������
$UHD�RI�VLWH DERXW �����VT�P�
�VW�DSSOLHG�XVH UHVLGHQWLDO
�QG�DSSOLHG�XVH VFKRRO
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8VHV�DSSOLHG�IRU 3URSRVHG� UHVLGHQWLDO� DQG VFKRRO�
GHYHORSPHQW

*)$�DSSOLHG�IRU 7RWDO��������VT�P��
'RPHVWLF��������VT�P�
1RQ�GRPHVWLF�������VT�P�

1R��RI�EORFNV ���5HVLGHQWLDO�
���VFKRRO�

1R��RI�VWRUH\ ������UHVLGHQWLDO�VWRUH\V�RYHU���VWRUH\�
SRGLXP

1R��RI�XQLW ���
1R��RI�FDU�SDUNLQJ
VSDFHV

�����5HVLGHQWLDO�
����9LVLWRUV�
����0RWRU�F\FOH�

/RDGLQJ���XQORDGLQJ�
ED\V

�

%HJLQQLQJ�
IORRU

(QGLQJ�
)ORRU

8VHV�LQFOXVLYH
* FDU�SDUNV��/�8�DUHD��HQWUDQFH OREE\
� � FDU�SDUNV
� FOXEKRXVH��VZLPPLQJ�SRRO��ODQGVFDSHG

JDUGHQ
� UHVLGHQWLDO�IODWV
7DEOH��� 'HWDLOV�RI�WKH�3URSRVHG�'HYHORSPHQW�RI�D�3RUWLRQ�RI�:DK�<DQ�

&ROOHJH��.RZORRQ�LQ�WKH�VHFRQG�V����DSSOLFDWLRQ�LQ�����
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7KLV�DSSOLFDWLRQ�ZDV�DJDLQ�UHMHFWHG�E\�WKH�03&� 7KH�
UHDVRQV�RI�GLVDSSURYDO�ZHUH�WKDW�

�D� 7KH�SURSRVHG�GHYHORSPHQW�LV�QRW�LQ�OLQH�ZLWK�WKH�SODQQLQJ�
LQWHQWLRQ�RI�WKH�*�,&�]RQH��DQG�WKHUH�DUH�QR�VWURQJ�SODQQLQJ�
MXVWLILFDWLRQV� WR� PHULW� D� GHSDUWPHQW� IURP� LW� 7KH�
SURSRVHG�GHYHORSPHQW�DOVR�GRHV�QRW�FRPSO\�ZLWK�WKH 7RZQ�
3ODQQLQJ�%RDUG�*XLGHOLQHV�IRU�'HYHORSPHQW � 5HGHYHORSPHQW�
ZLWKLQ�*�,&�]RQH�LQ�WKDW�WKH�DSSOLFDQW�VLWH�LV�QR�ORQJHU�
UHTXLUHG�IRU�*�,&�XVHV�DV�WKHUH�LV�DQ�DQWLFLSDWHG�VKRUWIDOO
RI� SULPDU\� VFKRROV� LQ� WKH� DUHD�� DQG� WKH� SURSRVHG�
GHYHORSPHQW�LV�H[FHVVLYH�LQ�VFDOH�DQG�LQWHQVLW\��ZRXOG�
FDXVH�DGYHUVH�YLVXDO�LPSDFW��ZRXOG�DJJUDYDWH�WKH RSHQ�
VSDFH�VKRUWIDOO�LQ�WKH�DUHD��DQG�ZRXOG�EH�VXVFHSWLEOH�WR
DGYHUVH�HQYLURQPHQWDO�LPSDFWV�

�E� 7KH�SURSRVHG�GHYHORSPHQW�ZRXOG�KDYH DGYHUVH�WUDIILF�LPSDFW�
RQ� WKH� VXUURXQGLQJ� DUHDV� DV� WKHUH� LV� LQVXIILFLHQW�
LQIRUPDWLRQ� WR� GHPRQVWUDWH WKDW� WKH� SURSRVHG URDG�
LPSURYHPHQW�VFKHPHV�DW�WKH�MXQFWLRQ�RI�:DWHUORR�5RDG �
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:\OLH�5RDG � <LP�3R�)RQJ�6WUHHW�FDQ�EH�LPSOHPHQWHG�
�F� 7KH�SURSRVHG�GHYHORSPHQW�ZRXOG�EH�VXEMHFW�WR�SRWHQWLDO

DGYHUVH�QRLVH�LPSDFW�IURP�WKH�(DVW�5DLO��EXW�WKHUH�LV�
LQVXIILFLHQW�LQIRUPDWLRQ WR�GHPRQVWUDWH�WKDW�WKH�SURSRVHG�
QRLVH�PLWLJDWLRQ PHDVXUHV�FDQ�EH�LPSOHPHQWHG�

�G� 7KH�SURSRVHG�GHYHORSPHQW�ZKLFK�LQYROYHV�H[WHQVLYH�IHOOLQJ�
RI�PDWXUH�WUHHV�DORQJ�<LP�3R�)RQJ 6WUHHW�LV�XQDFFHSWDEOH
IURP�ODQGVFDSH�SODQQLQJ�SRLQW�RI�YLHZ��DQG

�H� 7KH�DSSURYDO�RI�WKH�SURSRVHG�GHYHORSPHQW�ZRXOG�VHW�DQ�
XQGHVLUDEOH�SUHFHGHQW�IRU�RWKHU�VLPLODU�DSSOLFDWLRQV��
WKHUHE\� OHDGLQJ� WR� FXPXODWLYH� ORVV� RI� *�,&� ODQG� DQG�
UHVXOWLQJ�LQ�FXPXODWLYH�DGYHUVH�LPSDFW�RQ�WKH�SURYLVLRQ
RI�WKH�H[LVWLQJ�DQG�SODQQHG�LQIUDVWUXFWXUH�

2Q������������D�UHYLHZ�ZDV�VXEPLWWHG�WR�WKH�73%���7KH�73%�
GHFLGHG�QRW�WR�DSSURYH�WKH�DSSOLFDWLRQ�DQG�WKH�UHDVRQV�DUH�

�D� WKH�SURSRVHG�GHYHORSPHQW�LV�QRW�LQ�OLQH�ZLWK�WKH�SODQQLQJ�
LQWHQWLRQ�RI WKH�*�,&�]RQH��DQG�WKHUH�DUH�QR�VWURQJ�SODQQLQJ�
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MXVWLILFDWLRQV�WR�PHULW�D�GHSDUWXUH�IURP�LW� 7KH�SURSRVHG�
GHYHORSPHQW�DOVR GRHV�QRW�FRPSO\�ZLWK�WKH�73%�*XLGHOLQHV�
IRU�'HYHORSPHQW���5HGHYHORSPHQW�ZLWKLQ�*�,&�]RQH�LQ�WKDW�
WKH� DSSOLFDQW� KDV� IDLOHG� WR� GHPRQVWUDWH� WKDW� WKH
DSSOLFDWLRQ�VLWH�LV�QR�ORQJHU�UHTXLUHG�IRU�*,&�XVHV�DV�WKHUH�
LV�DQ�DQWLFLSDWHG�VKRUWIDOO�RI�SULPDU\�VFKRROV�LQ�WKH�DUHD��
DQG�WKH�SURSRVHG�GHYHORSPHQW�LV�H[FHVVLYH�LQ�VFDOH�DQG�
LQWHQVLW\�� ZRXOG� FDXVH� DGYHUVH YLVXDO� LPSDFW�� ZRXOG
DJJUDYDWH�WKH RSHQ�VSDFH�VKRUWIDOO�LQ�WKH�DUHD��DQG ZRXOG�
EH�VXVFHSWLEOH�WR�DGYHUVH�HQYLURQPHQWDO�LPSDFWV�

�E� 7KH�SURSRVHG�GHYHORSPHQW�ZRXOG�KDYH DGYHUVH�WUDIILF�LPSDFW�
RQ� WKH� VXUURXQGLQJ� DUHDV� DV� WKHUH� LV� LQVXIILFLHQW�
LQIRUPDWLRQ� WR� GHPRQVWUDWH WKDW� WKH� SURSRVHG URDG�
LPSURYHPHQW�VFKHPHV�DW�WKH�MXQFWLRQ�RI�:DWHUORR�5RDG �
:\OLH�5RDG � <LP�3R�)RQJ�6WUHHW�FDQ�EH�LPSOHPHQWHG�

�F� 7KH�SURSRVHG�GHYHORSPHQW�ZRXOG�EH�VXEMHFW�WR�SRWHQWLDO�
DGYHUVH�QRLVH�LPSDFW�IURP�WKH�(DVW�5DLO��EXW�WKHUH�LV�
LQVXIILFLHQW�LQIRUPDWLRQ WR�GHPRQVWUDWH�WKDW�WKH�SURSRVHG�
QRLVH�PLWLJDWLRQ PHDVXUHV�FDQ�EH�LPSOHPHQWHG�
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�G� 7KH�SURSRVHG�GHYHORSPHQW�ZKLFK�LQYROYHV�H[WHQVLYH�IHOOLQJ�
RI�PDWXUH�WUHHV�DORQJ�<LP�3R�)RQJ 6WUHHW�LV�XQDFFHSWDEOH
IURP�ODQGVFDSH�SODQQLQJ�SRLQW�RI�YLHZ��DQG

�H� 7KH�DSSURYDO�RI�WKH�SURSRVHG�GHYHORSPHQW�ZRXOG�VHW�DQ�
XQGHVLUDEOH�SUHFHGHQW�IRU�RWKHU�VLPLODU�DSSOLFDWLRQV��
WKHUHE\� OHDGLQJ� WR� FXPXODWLYH� ORVV� RI� *�,&� ODQG� DQG�
UHVXOWLQJ�LQ�FXPXODWLYH�DGYHUVH�LPSDFW�RQ�WKH�SURYLVLRQ
RI�WKH�H[LVWLQJ�DQG�SODQQHG�LQIUDVWUXFWXUH�
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��� 3UREOHPV�RI�WKH FXUUHQW�SODQQLQJ�DSSOLFDWLRQ�V\VWHP�LQ�
+RQJ�.RQJ

,Q�WKH�DERYH�FDVH�VWXG\�RI�WKH�GHYHORSPHQW�RI�:DK�<DQ�
&ROOHJH��.RZORRQ��WKH�SODQQLQJ�UHMHFWLRQ�UHDVRQV�DUH�PDLQO\�
WKH�FRQWUDGLFWLRQ�ZLWK�WKH�SODQQLQJ�LQWHQWLRQ�RI�D�*�,&�]RQH�
WKH�VKRUWIDOO�RI RSHQ�VSDFH DQG�SULPDU\�VFKRRO��WKH�DGYHUVH�
HQYLURQPHQWDO�DQG�WUDIILF�LPSDFWV��DQG�WKH�HVWDEOLVKPHQW�RI�
XQGHVLUDEOH� SUHFHGHQW IRU� RWKHU� VLPLODU� DSSOLFDWLRQV LI�
DSSURYDO�LV�WR�EH�JLYHQ���7KH�JUDSK�VKRZQ�LQ�WKH�QH[W�SDJH�OLVWV�
WKH�QXPEHU�RI�WLPHV�RI�WKH�UHDVRQV�XVHG�WR UHMHFW�WKH�SODQQLQJ�
DSSOLFDWLRQV�RI�UHTXHVWLQJ�D�FKDQJH�RI�XVH�WR�UHVLGHQWLDO�
GHYHORSPHQW�LQ�D�*�,&�]RQH�LQ�WKH�SHULRG�����������

7KH�GDWD�FROOHFWHG�DUH�WKH�VDPH�FDVHV�����FDVHV��XVHG�LQ�
VHFWLRQ�����H[FHSW�WKDW���RI�WKHP�ZHUH�ORVW��ILOH�UHIHUHQFH�
QXPEHU��70�����	�70�������VR�WKHUH�DUH�WRWDOO\��LQFOXGLQJ�V����
DQG�V����DSSOLFDWLRQV�����UHMHFWHG�FDVHV�RI�VXFK�UHTXHVW�LQ�
WKDW�SHULRG�
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$IWHU� LQYHVWLJDWLQJ� WKH� ��� UHMHFWHG� DSSOLFDWLRQV� RI�
UHTXHVWLQJ�D�FKDQJH�RI�XVH�WR�UHVLGHQWLDO�GHYHORSPHQW�LQ�D�
*�,&�]RQH�IURP������WR�������WZHOYH�PDMRU�UHMHFWLRQ�UHDVRQV�
DUH�LGHQWLILHG� 7KH\�DUH�

�� 7KH�SURSRVHG�GHYHORSPHQW�LV�QRW�LQ�OLQH�ZLWK�WKH�SODQQLQJ�
LQWHQWLRQ�

�� $SSURYDO� RI� WKH� DSSOLFDWLRQ� ZRXOG� VHW� DQ� XQGHVLUDEOH�
SUHFHGHQW�IRU�ODWHU�VLPLODU�DSSOLFDWLRQV�

�� 7KH�SURSRVHG�GHYHORSPHQW�LV�VR�H[WHQVLYH��PD\EH�VR�KLJK�
SORW�UDWLRQ�RU�VLWH�FRYHUDJH��WKDW�WKH�GHYHORSPHQW�ZLOO�
EH�LQFRPSDWLEOH�ZLWK�WKH�VXUURXQGLQJ�HQYLURQPHQW�

�� 7KH�SURSRVHG�GHYHORSPHQW�ZLOO�FDXVH�WUDIILF�EXUGHQ�WR�WKH�
H[LVWLQJ�URDGZRUN�

�� $SSURYDO�RI�WKH�DSSOLFDWLRQ�ZRXOG�IXUWKHU�MHRSDUGL]H�WKH�
SURYLVLRQ�RI�*�,&�IDFLOLWLHV�DV�WKH�H[LVWLQJ�]RQH�LV�
ODFNLQJ�LQ�RSHQ�VSDFH�DQG�FRPPXQLW\�IDFLOLWLHV�

�� 7KH�SURSRVHG�GHYHORSPHQW�ZRXOG�LQYROYH�IHOOLQJ�RI�PDWXUH�
WUHHV�RU�KDYH�DQ�DGYHUVH�LPSDFW�WR�WKH�H[LVWLQJ�PDWXUH�WUHHV�
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RU�WKH UHSODQWLQJ�VFKHPH�LV�QRW�VXIILFLHQW�WR�FRPSHQVDWH�
WKH�ORVV�

�� 7KH�SURSRVHG�GHYHORSPHQW�GRHV�QRW�FRPSO\�ZLWK�WKH�7RZQ�
3ODQQLQJ� %RDUG¶V� *XLGHOLQHV� IRU� µ$SSOLFDWLRQ� IRU�
'HYHORSPHQW���5HGHYHORSPHQW�ZLWKLQ�*�,&�]RQH�IRU�XVHV�RWKHU�
WKDQ�*�,&�XVHV¶�

�� 7KH�H[LVWLQJ�VLWH�LV�LQ�D�VKRUWIDOO�RI�SURYLVLRQ�RI�SULPDU\�
VFKRROV�

�� 7KH�SURSRVHG�GHYHORSPHQW�ZRXOG�REVWUXFW�WKH�YLHZ�RI�WKH�
DGMDFHQW�H[LVWLQJ�EXLOGLQJV�

��� 7KHUH�ZRXOG�EH�QRLVH�LPSDFWV�IURP�WKH�QHDUE\�WUDIILF�URXWHV
RU�WKHUH�LV�LQVXIILFLHQW�LQIRUPDWLRQ�WR�VKRZ�WKDW�WKH�QRLVH�
PLWLJDWLRQ�VFKHPH�LV�YLDEOH�

��� 2WKHUV� UHDVRQ� VXFK� DV� QR� UH�SURYLVLRQ� RI� WHPSOHV��
QRQ�FRPSOLDQFH�ZLWK�WKH�RULJLQDO�SURSRVDO��LQDGHTXDWH�
SURYLVLRQ�RI�VHZHUDJH��GHPROLWLRQ�RI�KLVWRULFDO�EXLOGLQJ��
DGYHUVH�HIIHFW�RQ�WKH�IXWXUH�H[SDQVLRQ�RI�FDEOH�WHUPLQDO�
VWDWLRQ��LPSUDFWLFDEOH�URDG�ZLGHQLQJ�VFKHPH��QR�SURSRVDO�
RI� HPHUJHQFH� YHKLFXODU� DFFHVV�� QR� URDG� FRQQHFWLRQ��
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H[FHVVLYH�FDU�SDUN�VSDFH��HWF�
��� 1R�UHDVRQ�ZDV�JLYHQ�

7KH�JUDSK�LQ�SDJH�����LOOXVWUDWHV�WKDW�WKH�PRVW�ZLGHO\�XVHG�
UHMHFWLRQ� UHDVRQV� DUH� ³QRW� LQ� OLQH� ZLWK WKH� SODQQLQJ
LQWHQWLRQ´�DQG�³DSSURYDO�ZRXOG�VHW�DQ�XQGHVLUDEOH�SUHFHGHQW�
IRU�VLPLODU�ODWHU�DSSOLFDWLRQV´� ³([WHQVLYH�GHYHORSPHQW´��
³WUDIILF�LPSDFW´��³ODFN�RI�RSHQ�VSDFH��FRPPXQLW\�IDFLOLWLHV�
DQG� *�,&� VLWH´ DUH� DOVR� IUHTXHQWO\� XVHG� WR� UHMHFW� WKH�
DSSOLFDWLRQV����$PRQJ DOO�WKHVH�UHDVRQV��³SODQQLQJ�LQWHQWLRQ´�
DQG�³XQGHVLUDEOH SUHFHGHQW´�DUH�RI�WKH�PRVW�FRQFHUQ�DV�WKH\�
DUH�WKH�PRVW�IUHTXHQWO\�XVHG�DQG�WKH�PRVW�DPELJXRXV�UHDVRQV�
ODLG�GRZQ�E\�WKH�7RZQ�3ODQQLQJ�%RDUG� ,W�VHHPV�WKDW�WKHVH�WZR�
UHDVRQV�DUH�WKH�³SODQQLQJ�WRROV´�DGRSWHG�E\�WKH�JRYHUQPHQW�
WR�UHMHFW�GHYHORSPHQW�
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����� 3ODQQLQJ�,QWHQWLRQ

7KHUH� LV� FXUUHQWO\� QR� OHJDO� GHILQLWLRQ� RI� ³SODQQLQJ�
LQWHQWLRQ´�LQ�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH��&DS������� /DL�
��������DIWHU�HYDOXDWLQJ�DOO�SODQQLQJ�DSSHDO�FDVHV� VWDWHG�
WKDW�SODQQLQJ�LQWHQWLRQ�UHIHUV�WR�WKH�SXUSRVH�IRU�D�JLYHQ�ODQG�
XVH�]RQH�DQG�LW�FDQ EH�LQWHUSUHWHG�IURP�WKH�QRQ�VWDWXWRU\�
([SODQDWRU\�6WDWHPHQWV��$SSHQGL[�9���UHDGLQJ�RI�WKH�6FKHGXOH�
RI�1RWHV�WR�D�VWDWXWRU\�SODQ��$SSHQGL[�9��RU�HYHQ�WKH�OHDVH�
FRQGLWLRQV�RI�D�SURSHUW\���,W�VHHPV�WKDW�WKHUH�DUH�FOXHV�RI
JXHVVLQJ�ZKDW�SODQQLQJ�LQWHQWLRQ�RI�D�SDUWLFXODU�]RQH�LV��EXW�
ZKDW�LW�DFWXDOO\�UHIHUV�WR�LV�VROHO\�LQWHUSUHWHG�E\�WKH�7RZQ�
3ODQQLQJ�%RDUG�XSRQ�VXEPLVVLRQ�RI�D�SODQQLQJ�DSSOLFDWLRQ���,Q�
WKH�UHMHFWLRQ�UHDVRQV��DV�VKRZQ�LQ�WKH�DERYH�VHFWLRQ��WKHUH�
LV�QR�H[SODQDWLRQ�RI�ZKDW�³SODQQLQJ�LQWHQWLRQ´�PHDQV�LQ�D�
SDUWLFXODU�]RQLQJ�RI�D�SDUWLFXODU�ORW��ZKLFK�JLYHV�QR�ZD\�WR�
WKH�DSSOLFDQWV�WR�KDYH�DQ�XQGHUVWDQGLQJ�RI�KRZ�WR�PRGLI\�KLV�
SODQQLQJ�SURSRVDO�WR�REWDLQ�SODQQLQJ�DSSURYDO���,Q�JXHVVLQJ�
ZKDW�WKLV�YDJXH WHUP��³SODQQLQJ LQWHQWLRQ´��UHIHUV�WR�LQ�
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PRGLI\LQJ�WKH�SODQQLQJ�SURSRVDO��PXFK�XQFHUWDLQW\�LV�LQYROYHG��
WKXV�LQFUHDVLQJ�WKH�FRVWV�RI�WUDQVDFWLRQ�DQG�GHFUHDVLQJ�WKH�
HIILFLHQF\�RI�WKH�SURFHVV�

����� 8QGHVLUDEOH�3UHFHGHQW

,Q�KLV�ERRN��7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ��D�5HYLHZ�RI�
3ODQQLQJ� $SSHDO� 'HFLVLRQV� /DL� ������� FULWLFL]HG� WKH�
FRQWUDGLFWDU\�PHDQLQJ�RI�WKH�WHUP ³XQGHVLUDEOH�SUHFHGHQW´�
7KLV�UHDVRQ��³WKH�DSSURYDO�RI�WKH�SURSRVHG�GHYHORSPHQW�ZRXOG
VHW DQ�XQGHVLUDEOH�SUHFHGHQW�IRU�RWKHU�VLPLODU�DSSOLFDWLRQV´��
LPSOLHV�WKDW�WKHUH�PXVW�EH�D�SUHFHGHQW�LQ�H[DPLQLQJ�SODQQLQJ�
DSSOLFDWLRQV�E\�WKH�73%� EXW�VRPHWLPHV�WZR�FDVHV��ZLWK�VLPLODU�
VLWXDWLRQV�DQG�HQYLURQPHQWV��ZHUH�WUHDWHG�GLIIHUHQWO\��LQ�
ZKLFK�RQH�LV�DFFHSWHG�DQG�RQH LV�UHMHFWHG��DV�/DL¶V�DQDO\VLV�
�������RQ�WKH�SODQQLQJ�DSSHDO�GHFLVLRQV�UHYHDOHG�

7KLV� UHMHFWLRQ UHDVRQ� DJDLQ� SURGXFHV� PXFK� FRVWV� RI�
WUDQVDFWLRQ�LQ�WKH�SURFHVV�EHFDXVH�WKH�DSSOLFDQW�FDQQRW�NQRZ�
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LQ� ZKDW� FLUFXPVWDQFHV� FDQ� KLV� UHTXHVW� EH� DSSURYHG� 7KH�
SUHVHQFH�RI�WKLV�UHDVRQ�LV�YLUWXDOO\�PHDQLQJOHVV�

����� 7LPH�&RVW

7KH�XQFHUWDLQW\�EURXJKW�RXW�E\�WKH�SUREOHPDWLF�PHDQLQJV�
RI�³SODQQLQJ�LQWHQWLRQ´�DQG�³XQGHVLUDEOH�SUHFHGHQW´�FRXOG�EH�
UHIOHFWHG� E\� WKH� WLPH� FRVW� LQYROYHG� LQ� WKH� SODQQLQJ�
DSSOLFDWLRQ�SURFHGXUH��ZKLFK�FRXOG�EH�LQ�WXUQ�UHYHDOHG�E\�WKH�
QXPEHU�RI�DSSOLFDWLRQ��LQFOXGLQJ�V�����V����DQG�DSSHDO��PDGH�
WR�WKH�7RZQ�3ODQQLQJ�%RDUG� $IWHU�GHOLQHDWLQJ�WKH�DVVXPSWLRQV
RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKHVH�YDULDEOH�ZLWK�DQ HIILFLHQW�
�� LQHIILFLHQW� SODQQLQJ� DSSOLFDWLRQ� V\VWHP�� WKH� WLPH�
DVVRFLDWHG�LQ�WKH�DSSOLFDWLRQ�SURFHGXUH�RI�UHTXHVWLQJ�IRU�D�
FKDQJH�RI�XVH�WR�UHVLGHQWLDO�GHYHORSPHQW�LQ�D�*�,&�]RQH�IURP�
�����WR������LV�WKHQ�ZRUNHG�RXW�

,I�DQ�HIILFLHQW�SODQQLQJ�DSSOLFDWLRQ�V\VWHP�LV�GHILQHG�LQ�
WHUPV�RI�WKH�QXPEHU�RI�SODQQLQJ�DSSOLFDWLRQ�VXEPLWWHG�E\�WKH�
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DSSOLFDQW��WKH�DXWKRU�ZRXOG�VXJJHVW�DQG�DVVXPH�WKDW�WKLV�
QXPEHU�VKRXOG�EH�WZR��PRUH�WKDQ�WKDW�WKH�V\VWHP�PXVW�EH�
LQHIILFLHQW���,Q�DQ�HIILFLHQW�SODQQLQJ�V\VWHP��DV�PHQWLRQHG�
LQ�WKH�SUHYLRXV�FKDSWHUV��WKH�UXOHV�PXVW�EH�ZHOO�GHILQHG�DQG�
ZHOO�VWDWHG�VR�WKDW�WKH�DSSOLFDQW�FRXOG�IROORZ�WKHP�ZLWKRXW�
DQ\� ULVN� RI� XQFHUWDLQW\�� � 6R�� LI� WKH� ILUVW� SODQQLQJ�
DSSOLFDWLRQ�LV�UHMHFWHG�DQG�WKH�UHMHFWLRQ�UHDVRQV�ODLG�GRZQ�
E\�WKH�7RZQ�3ODQQLQJ�%RDUG�DUH�FOHDU�ZLWKRXW�DPELJXLW\��WKH�
VHFRQG�DSSOLFDWLRQ��ZLWK�WKH�UHOHYDQW�DPHQGPHQWV��PXVW�EH�
DSSURYHG���,I�WKH�DSSOLFDQW�FRQVLGHUV�WKDW�LPSOHPHQWLQJ�WKH�
VXJJHVWLRQV�PDGH�LQ�WKH�UHMHFWLRQ�UHDVRQV�FDQQRW�PDNH�KLV�
GHYHORSPHQW�LQ�D�SURILWDEOH�SRVLWLRQ��KH�ZLOO�QRW�SURFHHG�RQ�
DQ\�IXUWKHU�DSSOLFDWLRQ���6LPLODU DUJXPHQW�LV�SXW�WR�WKH�FDVH�
LQ�ZKLFK�WKH�ILUVW�SODQQLQJ�DSSOLFDWLRQ�LV�DSSURYHG�ZLWK�
FRQGLWLRQV���,I WKH�DSSOLFDQW�GRHV�QRW�ZDQW�WR�LPSOHPHQW�WKH�
SODQQLQJ�FRQGLWLRQV�LQ�KLV�SURSRVHG�GHYHORSPHQW��KH�ZLOO�QRW�
UXQ�DQ\�IXUWKHU�LQ�WKH�SODQQLQJ�DSSOLFDWLRQ�UDFH� %\�WKLV�
DVVXPSWLRQ��WKH�PD[LPXP�QXPEHU�RI�DSSOLFDWLRQ�QHHGHG�LQ�DQ�
HIILFLHQW�SODQQLQJ�DSSOLFDWLRQ�V\VWHP�VKRXOG�EH�WZR� ,I�WKH
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QXPEHU�LV�PRUH�WKDQ�WZR��WKDW�PHDQV�XQFHUWDLQW\�H[LVWV�LQ�WKH�
V\VWHP�DQG�WKH�V\VWHP�LV�LQHIILFLHQW�

7KLV�DVVXPSWLRQ�LV�XVHG�WR�H[DPLQH�WKH�FXUUHQW�SODQQLQJ�
DSSOLFDWLRQ� V\VWHP� LQ� +RQJ� .RQJ� EDVHG� RQ� WKH� SODQQLQJ�
DSSOLFDWLRQ�FDVHV�LQ�ZKLFK�WKHUH�ZDV�D�UHTXHVW�IRU�D�FKDQJH�
RI�XVH�WR�UHVLGHQWLDO�GHYHORSPHQW�LQ�D�*�,&�]RQH�IURP������
WR������ :LWKLQ�WKH DSSOLFDWLRQV�LQ WKLV�SHULRG��WKHUH�DUH�
WRWDOO\����SURSRVHG�GHYHORSPHQWV� 7KH�WDEOH�LQ�WKH�QH[W�SDJH
VKRZV�WKH�QXPEHU�RI�DSSOLFDWLRQ�LQ�WKHVH�GHYHORSPHQWV�
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1XPEHU�RI�$SSOLFDWLRQ )UHTXHQF\
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7RWDO ��
7DEOH��� 1XPEHU�RI�$SSOLFDWLRQV�QHHGHG�IRU�D�5HTXHVW�RI�D�&KDQJH�RI�

8VH�WR�5HVLGHQWLDO�'HYHORSPHQW�LQ�D�*�,&�=RQH�IURP������WR�
�����������

)URP�WKH�DERYH�WDEOH��\RX�FDQ�VHH�WKDW�WKH�QXPEHU�RI�
DSSOLFDWLRQ�ZKLFK�LV�JUHDWHU�WKDQ�WZR�LV����������DQG�WKDW�
ZKLFK�LV�HTXDO�DQG�OHVV�WKDQ�WZR�LV ��������� %\�WKLV�QXPEHU��
RQH�PD\�FRQFOXGH�WKDW�WKH�V\VWHP�WHQGV�WR�EH�HIILFLHQW�DV�PRVW�
RI� WKH� DSSOLFDWLRQV� DUH� ZLWKLQ� WZR� WLPHV� RI� VXEPLVVLRQ���
+RZHYHU��ZKHQ�RQH�ORRNV�FORVHU�WR�WKH�GDWD�VKRZQ�LQ�WKH�
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IROORZLQJ�WDEOH��KH�ZRXOG�FKDQJH�KLV�PLQG�

1XPEHU�RI�
$SSOLFDWLRQ

)LQDO�
'HFLVLRQ

)UHTXHQF\ (IILFLHQW"
� $SSURYHG��ZLWK�RU�

ZLWKRXW�FRQGLWLRQV�
�� <HV

� 5HMHFWHG � 1R
� 'HIHUUHG � ��
� $SSURYHG��ZLWK�RU�

ZLWKRXW�FRQGLWLRQV�
� <HV

� 5HMHFWHG � 1R
� 'HIHUUHG � ��
!� $Q\ �� 1R

7DEOH��� 1XPEHU�RI�$SSOLFDWLRQV�QHHGHG�IRU�D�5HTXHVW�RI�D�&KDQJH�RI�
8VH�WR�5HVLGHQWLDO�'HYHORSPHQW�LQ�D�*�,&�=RQH�IURP������WR�
�����������ZLWK�ILQDO�GHFLVLRQ�

,W�LV�LPSRUWDQW�IRU�XV�WR�NQRZ�WKH�ILQDO�GHFLVLRQ�PDGH�WR�
WKH�DSSOLFDWLRQV LQ�RUGHU�WR�FRQFOXGH�ZKHWKHU�WKH\ UHIOHFW�
HIILFLHQF\�RU�QRW���7KH�IROORZLQJ�DVVXPSWLRQV�DUH�PDGH�LQ�WKH�
JURXSLQJV�
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�� ,I� WKH� V\VWHP� LV� LQHIILFLHQW�� WKDW� PHDQV� UXOHV� DUH�
XQFHUWDLQ��LW�VHHPV�WR�EH�LPSRVVLEOH�WKDW�RQFH�DSSOLFDWLRQ�
FRXOG�EH�DSSURYHG��ZLWK�RU�ZLWKRXW�FRQGLWLRQV����6R��WKRVH�
RQFH�DSSOLFDWLRQV�ZLWK�DSSURYDO������WHQG�WR�PHDQ�WKDW�WKH�
V\VWHP�LV�HIILFLHQW���7KH�DXWKRU�FDOOV�WKLV�JURXS�DV�³�$
FDVHV´�

�� ,I� WKH� V\VWHP LV� HIILFLHQW�� WKDW� PHDQV� UXOHV� DUH�
ZHOO�GHOLQHDWHG��WKHUH�ZRXOG�EH�QR RQFH�DSSOLFDWLRQ�ZLWK
UHMHFWLRQ���,W LV EHFDXVH�WKH�DSSOLFDQWV�ZRXOG�UH�VXEPLW�
WKH�DSSOLFDWLRQV ZLWK�VXLWDEOH�DPHQGPHQWV�ODLG�GRZQ�LQ�WKH
FOHDU� UHMHFWLRQ� UHDVRQV� ZLWK� NQRZOHGJH� WKDW� WKH�
DSSOLFDWLRQ�PXVW�EH�DSSURYHG�LQ�WKH�QH[W�WLPH���,I�UXOHV�
DUH�ZHOO�GHILQHG��WKHUH�ZRXOG�EH�QR�VLOO\�SHUVRQ�DSSO\LQJ�
IRU� D� ³WR� EH� UHMHFWHG´� DSSOLFDWLRQ���6R�� WKRVH� RQFH�
DSSOLFDWLRQV�ZLWK�UHMHFWLRQ�����LPSO\�LQHIILFLHQF\�RI�WKH�
V\VWHP����7KH DXWKRU�FDOOV�WKLV�JURXS�DV�³�5�FDVHV´�

�� 7KHUH�DUH�PDQ\� IDFWRUV�DIIHFWLQJ�WKH�UHDVRQV�ZK\� WKH�
DSSOLFDWLRQV�DUH�GHIHUUHG� 6LQFH�WKH�IDFWRUV�PD\�EH�YHU\�
FRPSOLFDWHG��DQG�WKHUH�LV�D�ODFN�RI�LQIRUPDWLRQ�VKRZLQJ�
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WKH� XQGHUO\LQJ� UHODWLRQVKLS�� WKH� WZR� LQVLJQLILFDQW�
GHIHUUHG�FDVHV�DUH�QRW�FRPPHQWHG�

�� 7KH�WZLFH�DSSOLFDWLRQV�ZLWK�DSSURYDO��ZLWK�RU�ZLWKRXW�
FRQGLWLRQV��LQ�WKH�ILQDO�GHFLVLRQ�KDV�EHHQ�GLVFXVVHG�DV�
DQ�LQGLFDWRU�WR�UHIOHFW�WKH�HIILFLHQF\�RI�WKH�DSSOLFDWLRQ�
V\VWHP���6R��WKLV�NLQG�RI�DSSOLFDWLRQ�����LV�UHJDUGHG�DV�
HIILFLHQW����7KH DXWKRU�FDOOV�WKLV�JURXS�DV�³�$�FDVHV´�

�� ,I�WKH�V\VWHP�LV�HIILFLHQW�DQG�UXOHV�DUH�XQDPELJXRXV��WKH�
VHFRQG DSSOLFDWLRQ� ZRXOG� QRW� EH� UHMHFWHG� EHFDXVH� WKH�
DSSOLFDQWV�ZRXOG IROORZ�ZKDW�LV�ODLG�GRZQ�LQ�WKH�UHMHFWLRQ�
UHDVRQV�UHODWLQJ�WR�WKH�ILUVW�DSSOLFDWLRQ���6R��WKRVH�
WZLFH�DSSOLFDWLRQV�ZLWK�UHMHFWLRQ�LQ�WKH�ILQDO�GHFLVLRQ�
����UHYHDOV�WKH�LQHIILFLHQF\�RI�WKH�DSSOLFDWLRQ�V\VWHP���
�7KH�DXWKRU�FDOOV�WKLV�JURXS�DV�³�5�FDVHV´�

�� )RU�WKRVH�GHYHORSPHQW�FDVHV�ZLWK�PRUH�WKDQ�WZR�DSSOLFDWLRQV��
WKH�IDFW�RI�LQHIILFLHQF\�LV�REYLRXVO\�H[SRVHG��DV�IDU�DV
WKH�SUHYLRXV�DIRUHVDLG�DVVXPSWLRQ�KROGV� �7KH�DXWKRU�
FDOOV�WKLV�JURXS�DV�³PRUH�WKDQ���DSSOLFDWLRQV�FDVHV´�
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%\�WKHVH�DUJXPHQWV��WKH�DERYH�WDEOH�LV�VR�FRQVWUXFWHG�DQG�
WKH�UHVXOW�LV�WKDW�WKHUH�DUH�DOWRJHWKHU����³HIILFLHQW�FDVHV´�
������DQG����³LQHIILFLHQW�FDVHV´������� ,Q�RWKHU�ZRUGV��WKH�
FXUUHQW�SODQQLQJ DSSOLFDWLRQ�V\VWHP�LQ�+RQJ�.RQJ�LV�UDWKHU�
LQHIILFLHQW�

,Q�RUGHU�WR�IXUWKHU�VWXG\�ZKHWKHU�WKH�SODQQLQJ�DSSOLFDWLRQ�
V\VWHP� LV� LQHIILFLHQW�� WKH� WLPH� FRVW� DVVRFLDWHG� LQ� WKH
³LQHIILFLHQW� GHYHORSPHQW� FDVHV´� LV� GHPRQVWUDWHG� 7KH�
³LQHIILFLHQW�GHYHORSPHQW�FDVHV´�ZKLFK�LV�XVHG�IRU�DQDO\VLV
LQFOXGHV�WKH�GHYHORSPHQW�FDVHV�ZLWK�WZLFH�DSSOLFDWLRQV�ZLWK�
UHMHFWLRQ�LQ�WKH�ILQDO�GHFLVLRQ��WKH��5�FDVHV���DQG�WKDW�ZLWK�
PRUH�WKDQ�WZR�DSSOLFDWLRQV��WKH�PRUH�WKDQ�WZR�DSSOLFDWLRQV�
FDVHV����7KH GHYHORSPHQW�FDVHV�ZLWK�RQFH�DSSOLFDWLRQ�ZLWK�
UHMHFWLRQ��WKH��5�FDVHV���DOWKRXJK�UHYHDOLQJ�WKH�QDWXUH�RI�
LQHIILFLHQF\�LQ�WKH�V\VWHP��LV�QRW�XVHG�LQ�WKH�WLPH�FRVW�
DQDO\VLV�VLQFH�WKHUH�LV�RQO\�RQH�DSSOLFDWLRQ�LQ�WKLV�NLQG�RI��
GHYHORSPHQW�FDVHV DQG�D�WLPH�RI�MXVW�DURXQG���PRQWKV�LV�LQYROYHG�
ZKLFK�LV�PHDQLQJOHVV�WR�DVVLVW�LQ�HYDOXDWLQJ�ZKHWKHU�WKH�
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V\VWHP�LV�LQHIILFLHQW��LI�WLPH�LV�WKH�YDULDEOH�XVHG�DV�WKH�
LQGLFDWRU�RI�HIILFLHQF\���7KH�WDEOH�LQ�WKH�QH[W�SDJH�VKRZV WKH�
WLPH�QHHGHG�LQ�WKH�³LQHIILFLHQW�GHYHORSPHQW�FDVHV´�

7KH�WLPH�UHTXLUHG�IRU�D�SODQQLQJ�DSSURYDO�LV�FDOFXODWHG�
DV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�GDWH�RI�WKH�ODWHVW�PHHWLQJ�E\�
WKH�7RZQ�3ODQQLQJ�%RDUG�DQG�WKH�GDWH�RI�UHFHLSW�RI�WKH�ILUVW�
DSSOLFDWLRQ���$PRQJ� WKH� SODQQLQJ� DSSOLFDWLRQV� LQ� WKH� ��
³LQHIILFLHQW�GHYHORSPHQW�FDVHV´��WKHUH�LV�RQH�DSSOLFDWLRQ�
�ILOH�UHIHUHQFH�QXPEHU� .��������LQ�ZKLFK�WKH�GDWH�RI�UHFHLSW�
RI�WKH�DSSOLFDWLRQ�LV�QRW�SXEOLFL]HG���,Q VXFK�FLUFXPVWDQFHV��
WKH�DSSOLFDWLRQ�LV�DVVXPHG�WR�EH�UHFHLYHG���ZHHNV�EHIRUH�WKH�
GDWH�RI�PHHWLQJ�E\�WKH�7RZQ�3ODQQLQJ�%RDUG� :K\�LW�LV�VR�
DVVXPHG� LV� WKDW� V������� RI WKH� 7RZQ� 3ODQQLQJ 2UGLQDQFH�
SURYLGHV�WKDW�WKH�7RZQ�3ODQQLQJ�%RDUG�VKRXOG�JLYH�GHFLVLRQV�
ZLWKLQ���PRQWKV�XSRQ�UHFHLSW�RI�WKH�DSSOLFDWLRQ�
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7LPH )UHTXHQF\
��PRQWKV �
��PRQWKV �
��\HDU �
��\HDUV �
��\HDUV �
��\HDUV �
��\HDUV �
��\HDUV �

0RUH�WKDQ���\HDUV �
7RWDO�QXPEHU�RI

GHYHORSPHQW�FDVHV
��

7DEOH��� 7LPH�,QYROYHG�LQ�WKH�3ODQQLQJ�$SSOLFDWLRQ�3URFHVV�LQ�WKH�
³,QHIILFLHQW�'HYHORSPHQW�&DVHV´�
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7KH�JUDSK�DERYH�VXPPDUL]HV�WKH�GDWD�VKRZQ�LQ�WKH�WDEOH�LQ�
D�IRUP�RI�WLPH�GLVWULEXWLRQ�RI�WKHVH�GHYHORSPHQW�FDVHV� 7KHUH�
DUH���GHYHORSPHQW�FDVHV�ZKLFK�UHTXLUH���PRQWKV�WR�REWDLQ�D�
ILQDO�GHFLVLRQ� 7KLV�NLQG�RI�GHYHORSPHQW�FDVHV�LV�PDLQO\�FRPH�
IURP�WKH�³�5�FDVHV´� $QRWKHU�SHDN�DSSHDUV�LQ�³��\HDU´��ZKLFK�
LOOXVWUDWHV�WKDW WKHUH�DUH���GHYHORSPHQW�FDVHV�ZKLFK�UHTXLUH�
��\HDU�WR�REWDLQ�D�ILQDO GHFLVLRQ�RI DSSURYDO��ZLWK�RU ZLWKRXW�
FRQGLWLRQV��

6WDOH\��������PHQWLRQHG�WKDW�LQ�DQ�HFRQRP\�ZKHUH�PDMRU�
GHYHORSPHQWV�DUH�FRPSOHWHG�LQ�WZR�\HDUV��D�GHOD\�LQ�WKH�SURMHFW�
E\�WZR�WR�QLQH�PRQWKV�FRXOG�DGG�DV�PXFK�DV�����WR�WKH�WLPH
UHTXLUHG�IRU�WKH ZKROH�GHYHORSPHQW��DQG�LQ�DQ�HFRQRP\�ZKHUH�
EDQNV�H[SHFW�UHSD\PHQW�RI�GHYHORSPHQW�ORDQV�LQ�WKUHH�WR�IRXU�
\HDUV�� WKH� ULVNV� DQG� XQFHUWDLQWLHV� VXUURXQGLQJ�
SURSHUW\�UHODWHG�ORDQV ZLOO�IRUFH�LQWHUHVW�UDWHV�XS��FURZGLQJ�
RXW�LQYHVWPHQW�DQG�LQFUHDVLQJ�WKH�FRVW�RI�QHZ�GHYHORSPHQWV���
+H�DOVR�DUJXHG�WKDW�WKH�GHOD\V�DUH�XQSUHGLFWDEOH���7KH QDWXUH�
RI�WKH�REMHFWLRQ�DQG�DSSURYDO�SURFHVV�LV�VXIILFLHQWO\�YDJXH�
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WKDW�GHYHORSHUV ZLOO�KDYH�IHZ�ZD\V�WR�SUHGLFW�ZKHWKHU�WKH�
SURMHFW�ZLOO�EH�GHOD\HG�IRU�WZR�PRQWKV��QLQH�PRQWKV��RU�RYHU�
D�\HDU�

7KH�UHVHDUFK�RI�³WLPH�FRVW�DQDO\VLV´�LQ�WKLV�SDUW�SURYLGHV�
HYLGHQFH�WR�ZKDW�6WDOH\�DVVHUWHG�UHODWLQJ�WR�WKH�XQSUHGLFWDEOH�
QDWXUH�RI�GHOD\�LQ�WKH�SODQQLQJ�DSSOLFDWLRQ�SURFHVV� ,W�DOVR�
DIILUPV�ZKDW�WKH DXWKRU�VXJJHVWV�LQ�WKH�SUHYLRXV�SDUWV�WKDW�
WKHUH� LV� XQFHUWDLQW\� FUHDWHG� E\� WKH� WZR� YDJXH� UHMHFWLRQ�
UHDVRQV�±± SODQQLQJ�LQWHQWLRQ�DQG�XQGHVLUDEOH�SUHFHGHQW�±±
LQ�WKH�FXUUHQW�SODQQLQJ�DSSOLFDWLRQ�V\VWHP�LQ�+RQJ�.RQJ�
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��� 5HFRPPHQGDWLRQV

%ULVWRZ��������EHOLHYHG�WKDW�JRYHUQPHQW�OHDVH�FRXOG�QRW�
DWWDLQ�WKH�JRDO�RI�SODQQLQJ��VR�GLUHFW�SODQQLQJ�LQWHUYHQWLRQ�
VKDOO�EH�H[HUFLVHG�E\�WKH�JRYHUQPHQW� $V�VHHQ�E\�WKH�DXWKRU��
SODQQLQJ�� DFWXDOO\�� LV� D� ZD\� RI� UHGHILQLQJ� WKH� SULYDWH�
SURSHUW\�ULJKWV�RYHU�ODQG� 'XULQJ�WKH�UHGHILQLQJ�SURFHVV��
FRVWV�RI�WUDQVDFWLRQ�PXVW�EH�LQYROYHG�LQ�WHUPV�RI�PRQH\�DQG�
WLPH���$PRQJ WKH�WZR�SODQQLQJ�V\VWHPV�LQ�WKH�DXWKRU¶V�PRGHO��
WKH�³SXUH�]RQLQJ�V\VWHP´�DQG�WKH�³SXUH�QHJRWLDWLRQ�V\VWHP´��
WKH�IRUPHU�ZRXOG�SURGXFH�D�OHVVHU�DPRXQW�RI�WUDQVDFWLRQ�FRVWV��
DV�ORQJ�DV�WKH�DVVXPSWLRQ�RI�ZKLFK�VDPH�EHQHILWV�DW�WKH�VDPH�
OHYHO�ZRXOG�EH�DFKLHYHG�E\�WKHVH�WZR�V\VWHPV�LQ�DOORFDWLQJ�
ODQG�UHVRXUFHV�LV YDOLG���,Q UHDO�OLIH�SUDFWLFH��KRZHYHU��WKLV
DVVXPSWLRQ�FRXOG�EH�UHEXWWHG� 6LQFH�PRUH�LQIRUPDWLRQ�RI�
PDUNHW�QHHGV�FRXOG�EH�UHIOHFWHG�GXULQJ�QHJRWLDWLRQ�SURFHVVHV��
WKH�³SXUH�QHJRWLDWLRQ�V\VWHP´�ZRXOG��LQ�GHHG��UHVXOW�LQ�D�
EHWWHU�XUEDQ�IRUP��DV�LW�LV�FRPSDUHG�WR�WKH�³SXUH�]RQLQJ�V\VWHP´��
,Q�+RQJ�.RQJ��V����SODQQLQJ�DSSOLFDWLRQ�ZDV�QRW�LQWURGXFHG�
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XQWLO�������DIWHU�ZKLFK�DUHDV�RI�GLVFUHWLRQ�DQG�QHJRWLDWLRQ�
KDV� EHHQ� JHWWLQJ� ODUJHU� 7KLV� FKDQJH LPSOLHV� WKDW� WKH�
SODQQLQJ� V\VWHP LQ� +RQJ� .RQJ� LV� PRYLQJ� WRZDUGV� D� ³SXUH�
QHJRWLDWLRQ�V\VWHP´� 7KH�DXWKRU�GRHV�QRW�DUJXH�WKDW�ZH�VKRXOG�
WKHUHIRUH�DEROLVK�WKH�FXUUHQW�SODQQLQJ�V\VWHP�DQG�VKRXOG�
FKDQJH�LW�EDFN�WR�WKH�SUH������IRUP���&HUWDLQW\��D�VXLWDEOH
EDUJDLQLQJ�DQG�QHJRWLDEOH�SURFHVV�LV�LPSRUWDQW�WR�DFKLHYH�
HIILFLHQW�DOORFDWLRQ�RI�ODQG�UHVRXUFHV���$V�VWDWHG�DERYH��
³SXUH�QHJRWLDWLRQ�V\VWHP´�FRXOG�UHVXOW�LQ�D�EHWWHU�DOORFDWLRQ�
RI�ODQG�UHVRXUFHV��EXW�ZLWK�D�ODUJHU�DPRXQW�RI�WUDQVDFWLRQ�
FRVWV���,Q RUGHU�WR�PLQLPL]H�VXFK�FRVWV�LQYROYHG�LQ�WKH�SURFHVV�
HVSHFLDOO\�LQ�WKH�SURFHVV�RI�SODQQLQJ�DSSOLFDWLRQ��D�UHIRUP�
LV�QHFHVVDU\�LQ�WKH�V\VWHP�WR�LPSURYH�WKH�HIILFLHQF\� 5XOHV�
VKRXOG�EH�ZHOO�GHILQHG�VR�WKDW�WKH�SXEOLF�ZRXOG�NQRZ�KRZ�WR�
SOD\�WKH�SODQQLQJ�JDPH� 2WKHUZLVH��WKH�V\VWHP�ZRXOG�MXVW�
IDYRXU�WKH�PRUH�ILQDQFLDOO\�SRZHUIXO�GHYHORSHUV��ZKR�FRXOG�
EHDU�WKH�KLJK�WUDQVDFWLRQ�FRVWV�� 7KH�XQIDLUQHVV�VR�FUHDWHG�
ZRXOG�LQIULQJH�WKH�SULYDWH�SURSHUW\�ULJKWV�RI�LQGLYLGXDOV���
,Q�RUGHU�WR�UHFWLI\�WKH�SUREOHP��WKH�DXWKRU��DV�IDU�DV�WKH
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SODQQLQJ�DSSOLFDWLRQ�SURFHVV�LV�FRQFHUQHG��DGYLVHV�WKDW�WKH
UHMHFWLRQ�UHDVRQV��HVSHFLDOO\�³SODQQLQJ�LQWHQWLRQ´��JLYHQ�E\�
WKH�7RZQ�3ODQQLQJ�%RDUG�XSRQ�UHTXHVWLQJ�RI�D�FKDQJH�RI�XVH�
VKRXOG�EH�FOHDUHG�GHOLQHDWHG���7KHUH�DUH�WZR�ZD\V�WR�GR�VR�
E\�FRPPRQ�ODZ�V\VWHP�RU�E\�VWDWXWRU\�OHJLVODWLRQ�

%\�LPSOHPHQWLQJ�WKH�SODQQLQJ�DSSOLFDWLRQ�LQWR�D�FRPPRQ�ODZ
V\VWHP��D�FDVH�LV�H[DPLQHG�LQ�WKH�FRXUW�DQG�WKH�GHFLVLRQ�ZRXOG�
EHFRPH�SUHFHGHQW�WR�ODWHU�VLPLODU�FDVHV��XQOHVV�WKH�ODWHU�
FDVHV�FRXOG�JR�WR DQ�XSSHU�OHYHO�RI WKH�FRXUW� ,Q�WKH�FRPPRQ�
ODZ�V\VWHP��GXH�WR�WKH�H[LVWHQFH�RI SUHFHGHQW��GHFLVLRQ�UXOHV
FRXOG�EH�ZHOO�GHILQHG�DV�RQH�VKRXOG�IROORZ�WKH�GHFLVLRQV�RI�
SUHYLRXV� RQHV� ([DPSOHV� RI� WKH� FXUUHQW� SUDFWLFH� LV� WKH�
%XLOGLQJV�$SSHDO�7ULEXQDO�FRQVLGHULQJ�EXLOGLQJ�DSSHDO�FDVHV��
WKH�/DERXU�7ULEXQDO�FRQVLGHULQJ�ODERXU�GLVSXWHV�DQG�WKH�/DQGV�
7ULEXQDO�FRQVLGHULQJ�ODQGORUG�DQG�WHQDQWV�UHQWDO�GLVSXWHV�
HWF�

,I�WKH�SODQQLQJ�UHDVRQV�DUH�LPSOHPHQWHG�LQWR�D�VWDWXWRU\�
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OHJLVODWLRQ��VXFK�DV�ZKDW�LV�ODLG�GRZQ�LQ�VHFWLRQ�������RI�
WKH�%XLOGLQJV�2UGLQDQFH�VWLSXODWLQJ�FOHDUO\�WKH�JURXQGV�RQ�
ZKLFK�DSSURYDO�RU�FRQVHQW�PD\�EH�UHIXVHG� WKH�FRXUW�KDV�WKH�
SRZHU� WR� LQWHUSUHW� WKH� PHDQLQJ� RI� WKH� UHDVRQV� XSRQ LWV�
UHDVRQDEOHQHVV�DQG�IDLUQHVV� 7KH�UHMHFWLRQ�UHDVRQV�VKDOO�EH�
ZHOO�GHOLQHDWHG�WR�WKH�H[WHQW�WKDW�WKH FRXUW�FRXOG�LQWHUSUHW�
WKHLU�PHDQLQJV� %HWZHHQ�WKHVH�WZR�PHWKRGV��E\�DSSO\LQJ�WKH�
VHFRQG�YHUVLRQ�RI�WKH�&RDVH�7KHRUHP��RQH�VKRXOG�FKRRVH�WKH�
PHWKRG� ZLWK� ORZHVW� WUDQVDFWLRQ� FRVWV���7KH� DXWKRU� ZRXOG�
VXJJHVW�WKH�ODWHU�ZD\�WR�PLQLPL]H�WKH�FRVWV�HQWDLOHG�LQ�WKH�
SODQQLQJ�DSSOLFDWLRQ�V\VWHP�VLQFH WKH�SURFHGXUH�LQYROYHG�LQ�
SDVVLQJ�D�ODZ�FRQFHUQLQJ�WKH�UHMHFWLRQ�UHDVRQV�LV�JHQHUDO�
�ZKLFK�PHDQV�WKDW�WKH�SURFHGXUH�LV�GRQH�RQFH�DQG�DIWHU�WKDW�
QR�PRUH�SURFHGXUH�ZRXOG�EH�LQYROYHG���LQ�ZKLFK�WKH�FRVWV�RI�
WUDQVDFWLRQ��FRVWV�RI�FRQVXOWDQW�UHSRUW�DQG�SXEOLF�FRQVXOWDQW��
LV�OHVVHU��ZKHUHDV�WKH�SURFHGXUH�LQYROYHG�LQ�WKH�FRPPRQ�ODZ�
V\VWHP�LV�VSHFLILF��ZKLFK�PHDQV�WKDW�WKH�FRXUW�KDV�WR�PDNH�
WKH�GHFLVLRQ�FDVH�E\�FDVH�WR�VHW�XS�WKH�SUHFHGHQW���WKH�
WUDQVDFWLRQ�FRVWV��PDLQO\�WKH�OHJDO�IHHV��LV�YHU\�ODUJH� 6R�
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ZKDW�LV�UHFRPPHQGHG�LV�WKDW�WKH�UHMHFWLRQ�UHDVRQV�RI�SODQQLQJ
DSSOLFDWLRQ� VKRXOG� EH� PDGH� VWDWXWRU\� WR� PLQLPL]H� WKH�
XQFHUWDLQW\���%\�VXFK�DUUDQJHPHQW��WKH�FRVWV�RI�WUDQVDFWLRQ�
FRXOG� VWLOO� EH� NHSW� PLQLPDO�� HYHQ� WKRXJK� QHJRWLDWLRQ� LV�
SUHVHQW�LQ�WKH�SODQQLQJ�DSSOLFDWLRQ�SURFHVV� $�PRUH�HIILFLHQW
SODQQLQJ�V\VWHP�ZRXOG�WKHUHIRUH�UHVXOW�
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&KDSWHU��
&RQFOXVLRQ

��� 6XPPDU\ RI�)LQGLQJV

7KLV� GLVVHUWDWLRQ� DQDO\]HV� WKH� SUDFWLFH� DQG�
FKDUDFWHULVWLFV�RI�WKH�SUHVHQW�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ�
E\�D�WUDQVDFWLRQ�FRVWV�DSSURDFK���$�OLWHUDWXUH�UHYLHZ�LV
FRQGXFWHG�WR�H[DPLQH�WKH�HFRQRPLF�QDWXUH�RI�SODQQLQJ�DQG�
]RQLQJ�DQG�WKH�SUREOHP�RI�SULYDWH�SURSHUW\�ULJKWV�DVVRFLDWHG��
ZKLFK�FRQILUPV�WKDW�WKH�MXVWLILFDWLRQ�IRU�SODQQLQJ�V\VWHP�
VKRXOG�EH�EDVHG�RQ�D�FRVW�EHQHILW�DQDO\VLV� ,Q�RUGHU�WR�NQRZ�
KRZ�WKH�SODQQLQJ FRQFHSW�LV�SXW�LQWR�SUDFWLFH��WKH�SODQQLQJ�
V\VWHPV� RI� WKH� 8QLWHG� 6WDWHV�� %ULWDLQ DQG� +RQJ� .RQJ� LV�
LQYHVWLJDWHG���$�FRPSDULVRQ�RI�WKHVH�FRXQWULHV¶�SODQQLQJ�
V\VWHPV�VKRZV�WKDW�DUHDV�RI�GLVFUHWLRQ�DUH�WKH�ODUJHVW�LQ�WKDW�
RI�%ULWDLQ�ZKLOH�WKH�OHDVW�LQ�WKDW�RI�WKH�86� ,Q�FKDSWHU�IRXU��
$�PRGHO�RI�³SXUH�]RQLQJ�V\VWHP´�DQG�³SXUH�QHJRWLDWLRQ�V\VWHP´�
LV�HVWDEOLVKHG�IRU�DVVHVVLQJ�WKH�FRVWV�RI�WUDQVDFWLRQ�LQ�WKH�



���

SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ��ZKLFK�FRQFOXGHV�WKDW�WKH�FRVWV
RI�WUDQVDFWLRQ�LV�LQFUHDVLQJ�DV�+RQJ�.RQJ�JRHV�IURP�D�]RQLQJ�
V\VWHP�WR�D�QHJRWLDWLRQ�V\VWHP�

6LQFH�QHJRWLDWLRQ�V\VWHP�ZRXOG�PDNH�D�EHWWHU�XUEDQ�IRUP�
DV�PRUH�PDUNHW�QHHGV�FRXOG�EH�UHIOHFWHG��LW�VKRXOG�EH�SUHVHUYHG�
DQG�DUHDV�RI�GLVFUHWLRQ�VKRXOG�EH�PDLQWDLQHG� 6R�ZKDW�LV�WKH�
PRVW� LPSRUWDQW� LV� WR� PLQLPL]H� WKH� FRVWV� RI� WUDQVDFWLRQ�
LQYROYHG��HVSHFLDOO\�LQ�WKH�SODQQLQJ�DSSOLFDWLRQ�V\VWHP��LQ�
ZKLFK�VRPH�RI�WKH�UHMHFWLRQ�UHDVRQV�PDGH�E\�WKH�7RZQ�3ODQQLQJ�
%RDUG�DUH�QRW�VRXQG�HQRXJK� ,I�UXOHV�DUH�ZHOO�GHILQHG��FRVWV�
RI� WUDQVDFWLRQ� FRXOG� VWLOO� EH� NHSW� PLQLPDO�� HYHQ� WKRXJK�
QHJRWLDWLRQ�LV�SUHVHQW�LQ�WKH�SODQQLQJ�DSSOLFDWLRQ�SURFHVV�

&KDSWHU���SURYLGHV�D�FDVH�VWXG\�RI�WKH�SURSRVHG�GHYHORSPHQW
SURMHFW�LQ�:DK�<DQ�&ROOHJH��.RZORRQ�WR�LGHQWLI\�WKH�PDMRU
SUREOHPV�H[LVWLQJ�LQ�WKH�SODQQLQJ�DSSOLFDWLRQ�LQ�+RQJ�.RQJ���
$IWHU� FULWLFL]LQJ� WZR� SODQQLQJ� REMHFWLRQ� UHDVRQV� �� WKH�
³SODQQLQJ� LQWHQWLRQ´� DQG� ³XQGHVLUDEOH� SUHFHGHQW´� �� DV�
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XQUHDVRQDEOH�DQG XQFHUWDLQ��WKH\�VKDOO�EH�PRUH�FHUWDLQ�DQG�
GHILQLWH�WR�HQKDQFH�WKH�DSSOLFDQWV�WR�DVVHVV�WKHLU�SRVLWLRQV�
PRUH�HDVLO\�LQ�WKH�DSSOLFDWLRQ�DQG�EDUJDLQLQJ�SURFHVV� ,I�WKH�
OHYHO�RI�FHUWDLQW\�LV�LQFUHDVHG��WKH�FRVWV�RI�WUDQVDFWLRQ�
LQYROYHG�FRXOG�EH GHFUHDVHG���7KHUHIRUH� WKH�JURXQGV RQ�ZKLFK�
SODQQLQJ� DSSOLFDWLRQV� ZRXOG� EH� JUDQWHG� RU� UHMHFWHG� LV�
UHFRPPHQGHG�WR�EH�ODLG�GRZQ�LQ�VWDWXWRU\�SURYLVLRQV��UDWKHU�
WKDQ�SROLF\��VR�WKDW�WKH�FRXUW�FRXOG�KDYH WKH�SRZHU�WR�LQWHUSUHW�
WKH�UHDVRQV�DSSOLHG�E\�WKH�7RZQ�3ODQQLQJ�%RDUG�WR�WKH�SODQQLQJ�
DSSOLFDWLRQ�FDVHV� 7KH�SUHFHGHQW�VR�VHW�XS�ZRXOG�ELQG�WKH�
IROORZLQJ�FDVHV� ZKLFK�ZRXOG�PLQLPL]H�WKH�WUDQVDFWLRQ�FRVWV�
DQG�WKXV�D�PRUH�HFRQRPLFDOO\�HIILFLHQW�SODQQLQJ�V\VWHP��ZLWK�
RSHQQHVV��LPSDUWLDOLW\��DQG�IDLUQHVV��ZRXOG�UHVXOW�

��� /LPLWDWLRQ�DQG�)XUWKHU�,QYHVWLJDWLRQ

7KH�HIILFLHQF\�RI WKH�FXUUHQW�SODQQLQJ�V\VWHP�LQ�+RQJ�.RQJ�
LV�DVVHVVHG�LQ�WKLV�GLVVHUWDWLRQ�XQGHU�D�QXPEHU�RI�HPSLULFDO�
WHVWV��LQFOXGLQJ WKH�SHUFHQWDJH�RI�UHMHFWLRQ���DSSURYDO�XSRQ
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VXEPLVVLRQ� RI� WKH� SODQQLQJ� DSSOLFDWLRQV�� WKH� SODQQLQJ�
UHMHFWLRQ�UHDVRQV��DQG�WKH�WLPH�DVVRFLDWHG�LQ�WKH�DSSOLFDWLRQ�
SURFHGXUHV�RI�UHTXHVWLQJ�D�FKDQJH�WR�UHVLGHQWLDO�GHYHORSPHQW�
LQ�D�*�,&�]RQH�IURP������WR������������ 7KH�WHVWV�WKHPVHOYHV�
PD\�KDYH VRPH�OLPLWDWLRQV�ZKLFK�PD\�ELDV�WKH�UHVXOWV� )RU�WKH�
WHVW�RI�ZKHWKHU�WKH�JRYHUQPHQW�ZRXOG�DSSURYH���UHMHFW SODQQLQJ�
DSSOLFDWLRQV�WR�SUHYHQW�FKDQJHV�RI�*�,&�]RQH��WKH�SODQQLQJ�
DSSOLFDWLRQV�RI�UHTXHVWLQJ�D�FKDQJH�RI�XVH�WR�UHVLGHQWLDO�
GHYHORSPHQW�LQ�D�*�,& VLWH�LV�LQYHVWLJDWHG���+RZHYHU��WKH�
VLJQLILFDQFH�RI�WKH�PRGHO�EHLQJ�WHVW�LV�FRQVWUDLQHG�E\�IDFWRUV�
VXFK�DV�WKH�VL]H�RI�WKH�SURSRVHG�GHYHORSPHQW��WKH�VXEPLVVLRQ�
GHWDLO�LQ�WKH�SODQQLQJ�DSSOLFDWLRQV��WKH�H[LVWLQJ�GHYHORSPHQW�
DQG�WKH�VXUURXQGLQJ�HQYLURQPHQWV�HWF�

)RU�WKH�WHVW�RI�ZKLFK�SODQQLQJ�UHMHFWLRQ�UHDVRQV�DUH�ZLGHO\
XVHG�E\�WKH�7RZQ 3ODQQLQJ�%RDUG�WR�UHMHFW�GHYHORSPHQWV��DOO�
WKH�SODQQLQJ�UHMHFWLRQ�UHDVRQV�XVHG�E\�WKH�%RDUG�WR�UHMHFW�
GHYHORSPHQWV�RI�UHVLGHQWLDO�SXUSRVH LQ�*�,&�VLWHV�DUH�H[DPLQHG�
DQG�FDWHJRUL]HG����7KRXJK WKH�UHVXOW�LV�FDSDEOH�RI�WHOOLQJ�
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ZKLFK�RQHV�DUH�WKH�PRVW�ZLGHO\�XVHG��LW�ZRXOG�EH�EHWWHU�WR�
VWXG\�DOO�UHMHFWLRQ�UHDVRQV�LQ�DOO�SODQQLQJ�V����DQG�V����
DSSOLFDWLRQV�EHFDXVH�LW�ZRXOG�JLYH�D�PRUH�FRPSUHKHQVLYH�DQG�
JHQHUDO�UHYLHZ�RI�WKH�VXEMHFW�PDWWHU�

7KH�WLPH�FRVW�RI�SODQQLQJ�DSSOLFDWLRQV�LV�HVWLPDWHG�E\�
FDOFXODWLQJ�WKH�WLPH��RI�WKH�VDPH�FDVH��EHWZHHQ�WKH�GD\�RI�
WKH�ODWHVW�PHHWLQJ�E\�DQG�WKH�GD\�RI�WKH�VXEPLVVLRQ�RI�WKH
HDUOLHVW�SODQQLQJ�DSSOLFDWLRQV�WR WKH�7RZQ�3ODQQLQJ�%RDUG���
7KH�HVWLPDWLRQ�LQ�WKLV�VWXG\�LV�UDWKHU�SULPLWLYH��EXW�LW�LV�
VXIILFLHQW�WR�GLVSOD\�WKH�KXJH�FRVWV�DVVRFLDWHG�LQ�WKH�FXUUHQW�
SODQQLQJ�V\VWHP� &HUWDLQW\��LQ�RUGHU�WR�HYDOXDWH�WKH�DFWXDO
FRVWV�RI�WKH�V\VWHP��GHWDLOV�RI�HDFK�DQG�HYHU\�DSSOLFDWLRQ�
VKDOO�EH�FRQVLGHUHG��LQFOXGLQJ�WKH�LQWHQVLW\�RI�WKH�SURSRVHG�
GHYHORSPHQW��WKH IHDVLELOLW\�RI�WKH�SODQQLQJ�SURSRVDO��WKH�
QHJRWLDWLRQ�DSSURDFK��WKH�H[LVWLQJ�XVH�RI�WKH�VLWH��DQG�WKH
VXUURXQGLQJ�HQYLURQPHQWV�HWF� 6R�UHJUHVVLRQ�DSSURDFK�FRXOG�
EH�XVHG�DV�D�VWDWLVWLFDO�WRRO�WR�DQDO\VLV�KRZ�WKH�UHOHYDQW�
IDFWRUV�DIIHFW�WKH�GHFLVLRQ�PDGH�E\�WKH�7RZQ�3ODQQLQJ�%RDUG�



���

$SSHQGLFHV
7DEOH�RI�&RQWHQWV�
�� /LVWV�RI�)LJXUHV
�� 5HOHYDQW�$FW�UHODWHG�WR�WKH�SODQQLQJ�FRQWURO�LQ�%ULWDLQ
�� $�6LPSOLILHG�3URFHVV�IRU�7HUULWRULDO�'HYHORSPHQW�6WUDWHJ\�

5HYLHZ�
�� 5HOHYDQW�RUGLQDQFHV�UHODWHG�WR�WKH GHYHORSPHQW�FRQWURO�LQ�

+RQJ�.RQJ
�� 6FKHGXOH�RI�1RWHV�LQ�DQ�2XWOLQH�=RQLQJ�3ODQ
�� &RPSRVLWLRQ�RI�WKH�7RZQ�3ODQQLQJ�%RDUG
�� 6XPPDU\�RI�ZKHQ�SODQQLQJ�DSSOLFDWLRQ�LV�QHHGHG�XQGHU�2=3�

DQG�'3$�3ODQV
�� 3HUIRUPDQFH�3OHGJH�IRU������RI�WKH�3ODQQLQJ�'HSDUWPHQW�LQ�

+RQJ�.RQJ
�� 6XPPDU\� RI� RIIHQFHV�� ILQHV� DQG� DFWLRQV� ODLG� GRZQ� LQ�

VHFWLRQV����DQG ���RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH�XSRQ�
XQDXWKRUL]HG�GHYHORSPHQW
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$SSHQGL[�,�
/LVWV�RI�)LJXUHV
)LJ�� 7KH�7KUHH�7LHU�3ODQQLQJ�6\VWHP�LQ�+RQJ�.RQJ
)LJ�� $Q�([DPSOH�RI�7HUULWRULDO�'HYHORSPHQW�6WUDWHJ\
)LJ�� $Q�([DPSOH�RI�6XE�5HJLRQDO�'HYHORSPHQW�6WUDWHJ\
)LJ�� 7KH�)LYH�6XE�5HJLRQV�LQ�+RQJ�.RQJ
)LJ�� $Q�([DPSOH�RI�2XWOLQH�=RQLQJ�3ODQ
)LJ�� $Q�([DPSOH�RI�'HYHORSPHQW�3HUPLVVLRQ�$UHD�3ODQ
)LJ�� $Q�([DPSOH�RI�2XWOLQH�'HYHORSPHQW�3ODQ
)LJ�� +RQJ�.RQJ�3ODQQLQJ�6WDQGDUGV�DQG�*XLGHOLQHV
)LJ�� 2UJDQL]DWLRQ�&KDUW�RI�WKH�3ODQQLQJ�'HSDUWPHQW
)LJ��� &RYHUDJH�RI�6WDWXWRU\�3ODQV�LQ�+RQJ�.RQJ
)LJ��� 6WDWXWRU\�3ODQ�0DNLQJ�3URFHVV
)LJ��� $Q�([DPSOH�RI�0DVWHU�/D\RXW�3ODQ
)LJ��� $HULDO�3KRWRV�RI�:DK�<DQ�&ROOHJH��.RZORRQ
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)LJXUH���
7KH�7KUHH�7LHU�3ODQQLQJ�6\VWHP�LQ�+RQJ�.RQJ

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH��+RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW
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)LJXUH���
$Q�([DPSOH RI�7HUULWRULDO�'HYHORSPHQW�6WUDWHJ\

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH� +RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW�
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)LJXUH���
$Q�([DPSOH�RI�6XE�5HJLRQDO�'HYHORSPHQW�6WUDWHJ\

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH� +RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW�

1RUWK�:HVW�1HZ�7HUULWRULHV��6XE�5HJLRQDO�'HYHORSPHQW�6WUDWHJLHV
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)LJXUH���
7KH�)LYH�6XE�5HJLRQV�LQ�+RQJ�.RQJ

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH� +RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW�
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)LJXUH���
$Q�([DPSOH�RI�2XWOLQH�=RQLQJ�3ODQ
.RZORRQ�3ODQQLQJ�$UHD�1R����<DX�0D�7HL
�7KH�3ODQ�LV�QRW�LQFOXGHG�LQ�WKH�HOHFWURQLF�FRS\�RI�WKH�
GLVVHUWDWLRQ�
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)LJXUH���
$Q�([DPSOH�RI�'HYHORSPHQW�3HUPLVVLRQ�$UHD�3ODQ

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH� +RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW�
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)LJXUH���
$Q�([DPSOH�RI�2XWOLQH�'HYHORSPHQW�3ODQ

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH���+RQJ .RQJ��3ODQQLQJ�'HSDUWPHQW�
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)LJXUH���
+RQJ�.RQJ�3ODQQLQJ�6WDQGDUGV�DQG�*XLGHOLQHV

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH� +RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW�
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)LJXUH���
2UJDQL]DWLRQ�&KDUW RI�WKH�3ODQQLQJ�'HSDUWPHQW

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH��+RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW�
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)LJXUH����
&RYHUDJH�RI�6WDWXWRU\�3ODQV�LQ�+RQJ�.RQJ

6RXUFH��+RPHSDJH�RI�WKH�3ODQQLQJ�'HSDUWPHQW�RI�+.6$5
KWWS���ZZZ�LQIR�JRY�KN�SODQQLQJ
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)LJXUH����
$Q�([DPSOH�RI�0DVWHU�/D\RXW�3ODQ

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH� +RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW�
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)LJXUH����
$HULDO�3KRWRV�RI�:DK�<DQ�&ROOHJH��.RZORRQ

6RXUFH��.HXQJ��<�0���������&RQWHPSRUDU\�*HRJUDSK\����+RQJ�.RQJ�
+RQJ�.RQJ�2[IRUG�8QLYHUVLW\�3UHVV
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$SSHQGL[�,,�
5HOHYDQW�$FW�UHODWHG�WR�WKH�SODQQLQJ�FRQWURO�LQ�%ULWDLQ
� 7RZQ�DQG�&RXQWU\�3ODQQLQJ�$FW�����
� 3ODQQLQJ��+D]DUGRXV�6XEVWDQFHV��$FW�����
� 3ODQQLQJ��/LVWHG�%XLOGLQJV�DQG�&RQVHUYDWLRQ�$UHDV��$FW�

����
� 3ODQQLQJ��&RQVHTXHQWLDO�3URYLVLRQV��$FW�����
� 3ODQQLQJ�DQG�&RPSHQVDWLRQ�$FW�����

6RXUFH�� 0DUN�� 7�-�� �������� %ULWLVK� 3ODQQLQJ� 3ROLF\� LQ�
7UDQVLWLRQ��3ODQQLQJ�LQ�WKH�0DMRU�<HDUV� /RQGRQ��8&/�3UHVV�
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$SSHQGL[�,,,�
$�6LPSOLILHG�3URFHVV�IRU�7HUULWRULDO�'HYHORSPHQW�6WUDWHJ\�
5HYLHZ

6RXUFH��3ODQQLQJ�'HSDUWPHQW��������7RZQ�3ODQQLQJ�LQ�+RQJ�.RQJ�
$�4XLFN�5HIHUHQFH� +RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW�
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$SSHQGL[�,9�
5HOHYDQW�RUGLQDQFHV�UHODWHG�WR�WKH�GHYHORSPHQW�FRQWURO�LQ�+RQJ�
.RQJ

� /DQG�'HYHORSPHQW�&RUSRUDWLRQ�2UGLQDQFH��&DS�����
� 0DULQH�3DUNV�2UGLQDQFH��&DS�����
� *RYHUQPHQW�/HDVHV�2UGLQDQFH��&DS�����
� $QWLTXLWLHV�DQG�0RQXPHQWV�2UGLQDQFH��&DS�����
� :DWHUZRUNV�2UGLQDQFH��&DS������
� %XLOGLQJV�2UGLQDQFH��&DS������
� /DQGV�5HVXPSWLRQ�2UGLQDQFH��&DS������
� *RYHUQPHQW�5LJKWV��5H�HQWU\�DQG�9HVWLQJ�5HPHGLHV��

2UGLQDQFH��&DS������
� )RUHVKRUH�DQG�6HDEHG��5HFODPDWLRQV��2UGLQDQFH��&DS������
� /DQG�5HJLVWUDWLRQ�2UGLQDQFH��&DS������
� 7RZQ�3ODQQLQJ�2UGLQDQFH��&DS������
� 1HZ�7HUULWRULHV��5HQHZDEOH�*RYHUQPHQW�/HDVHV��2UGLQDQFH�

�&DS������
� &RXQWU\�3DUNV�2UGLQDQFH��&DS������
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� 0DVV�7UDQVLW�5DLOZD\��/DQG�5HVXPSWLRQ�DQG�5HODWHG�
3URYLVLRQV��2UGLQDQFH��&DS������

� 'DQJHURXV�*RRGV�2UGLQDQFH��&DS������
� +RQJ�.RQJ�$LUSRUW �&RQWURO�RI�2EVWUXFWLRQV��2UGLQDQFH �&DS��

����
� $LU�3ROOXWLRQ�&RQWURO�2UGLQDQFH��&DS������
� :DVWH�'LVSRVDO�2UGLQDQFH��&DS������
� :DWHU 3ROOXWLRQ�&RQWURO�2UGLQDQFH��&DS������
� 5RDGV��:RUNV��8VH�DQG�&RPSHQVDWLRQ��2UGLQDQFH��&DS������
� 1RLVH�&RQWURO�2UGLQDQFH��&DS������
� 6HZDJH�7XQQHO��6WDWXWRU\�(DVHPHQWV��2UGLQDQFH��&DS������
� /DQG�'UDLQDJH�2UGLQDQFH��&DS������
� (QYLURQPHQW�,PSDFW�$VVHVVPHQW�2UGLQDQFH��&DS������
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$SSHQGL[�9�
6FKHGXOH�RI�1RWHV�LQ�DQ�2XWOLQH�=RQLQJ�3ODQ
.RZORRQ�3ODQQLQJ�$UHD�1R����<DX�0D�7HL
�7KLV�DSSHQGL[�LV�QRW�LQFOXGHG�LQ�WKH�HOHFWURQLF�FRS\�RI�WKH�
GLVVHUWDWLRQ�
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$SSHQGL[�9,�
&RPSRVLWLRQ�RI�WKH�7RZQ�3ODQQLQJ�%RDUG

)RU� WKH� EHWWHU GLVFKDUJH� RI� WKH� %RDUG
V� IXQFWLRQV�� WZR�
3ODQQLQJ�&RPPLWWHHV��QDPHO\��WKH�0HWUR�3ODQQLQJ�&RPPLWWHH�DQG�
WKH�5XUDO�DQG�1HZ�7RZQ�3ODQQLQJ�&RPPLWWHH�ZHUH�VHW�XS�WR�
IDFLOLWDWH� WKH� SUHSDUDWLRQ� RI� VWDWXWRU\� SODQV� DQG�
FRQVLGHUDWLRQ�RI�SODQQLQJ�DSSOLFDWLRQV� 0RUHRYHU��XQGHU�WKH�
7RZQ� 3ODQQLQJ� �$PHQGPHQW�� 2UGLQDQFH� ������ WKH� %RDUG� LV
HPSRZHUHG�WR�DSSRLQW�FRPPLWWHHV��QDPHO\�WKH�2EMHFWLRQ�+HDULQJ�
&RPPLWWHH��IURP�DPRQJ�LWV�0HPEHUV�WR�KHDU�REMHFWLRQV�

6RXUFH��+RPHSDJH�RI�WKH�3ODQQLQJ�'HSDUWPHQW RI�+.6$5
KWWS���ZZZ�LQIR�JRY�KN�SODQQLQJ
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$SSHQGL[�9,,�
6XPPDU\�RI�ZKHQ�SODQQLQJ�DSSOLFDWLRQ�LV�QHHGHG�XQGHU�2=3�DQG�
'3$�3ODQV

3ODQQLQJ�$SSOLFDWLRQ
<HV 1R

2=3V &ROXPQ�� &ROXPQ��
'3$�3ODQV 2WKHU� XVHV H[FHSW�

VWDWHG�LQ�WKH�ULJKW�ER[
�� $QQH[�$
�� $QQH[�%�&ROXPQ��
�� 2WKHUZLVH�VSHFLILHG
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$SSHQGL[�9,,,�
3HUIRUPDQFH�3OHGJH�IRU������RI�WKH�3ODQQLQJ�'HSDUWPHQW�LQ�+RQJ�
.RQJ

'HVSLWH�RXU�JRRG�SHUIRUPDQFH�LQ�������ZH�DUH�FRPPLWWHG�WR�
IXUWKHU� LPSURYH� RXU� VHUYLFHV WR� WKH� FRPPXQLW\�� � 2XU�
DFKLHYHPHQW�WDUJHWV�LQ�WKH�IROORZLQJ�VHUYLFHV�SOHGJH�KDYH�EHHQ
UDLVHG�IURP�����WR�����IRU������

z ,VVXDQFH�RI�ZULWWHQ�QRWLILFDWLRQ�RI�73%
V���LWV�FRPPLWWHHV
�
GHFLVLRQ�RQ�SODQQLQJ�DSSOLFDWLRQ�REMHFWLRQ�ZLWKLQ�VHYHQ�
ZRUNLQJ�GD\V�IURP�FRQILUPDWLRQ�RI�PLQXWHV�RI�PHHWLQJ

z ,VVXDQFH� RI� ZULWWHQ� QRWLILFDWLRQ� RI� GHFLVLRQ� RQ�
DSSOLFDQW
V�VXEPLVVLRQ�LQ�UHODWLRQ�WR�PDVWHU�OD\RXW SODQ�
IRU�WKH�SXUSRVH�RI�V��$����RI�WKH�7RZQ�3ODQQLQJ�2UGLQDQFH�
ZLWKLQ�VL[�ZHHNV�

6RXUFH��3ODQQLQJ�'HSDUWPHQW������E�������3HUIRUPDQFH�3OHGJH��
+RQJ�.RQJ��3ODQQLQJ�'HSDUWPHQW
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7KH�IROORZLQJ�SDUDJUDSK�ZDV�H[WUDFWHG�LQ�WKH�ERRNOHW�QDPHG�
3ODQQLQJ� ,QIRUPDWLRQ� 6HUYLFHV� SXEOLVKHG� E\� WKH 3ODQQLQJ�
'HSDUWPHQW������G�� ,W�FRXOG�EH�XVHG�WR�LOOXVWUDWH�KRZ�WKH�
3ODQQLQJ�'HSDUWPHQW�GHDOV�ZLWK�SXEOLF�HQTXLULHV�

³,Q�RUGHU�WR�HQVXUH�D�TXDOLW\�VHUYLFH�WR�WKH�SXEOLF��DOO�
HQTXLULHV�ZRXOG�EH�KDQGOHG�DFFRUGLQJ�WR�WKH�VWDQGDUGV�DQG�
WDUJHWV�ODLG�GRZQ�LQ�WKH�3ODQQLQJ�'HSDUWPHQW�3HUIRUPDQFH�
3OHGJH���)RU RUDO�HQTXLULHV��ZH�WDUJHW�WR�UHSO\�RQ�WKH�VSRW
RU�RQ�WKH�SKRQH�IRU�VWUDLJKWIRUZDUG�FDVHV�DQG�ZLWKLQ�� ZRUNLQJ�
GD\V�IRU�FRPSOLFDWHG�FDVHV� 2Q�ZULWWHQ�HQTXLULHV��ZH�WDUJHW
WR�UHSO\�ZLWKLQ����GD\V�IURP�WKH�GDWH�RI�UHFHLSW�RI�WKH�VLPSOH�
DQG�VWUDLJKWIRUZDUG�FDVHV� )RU�FRPSOLFDWHG�FDVHV��ZH�VWULYH�
WR�UHSO\�DV�VRRQ�DV�SRVVLEOH�DQG�QRW�PRUH�WKDQ���ZHHNV�IURP�
WKH�UHFHLSW�GDWH�RI�WKH�HQTXLU\�´��3ODQQLQJ�'HSDUWPHQW������G��
S���
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$SSHQGL[�,;�
6XPPDU\�RI�RIIHQFHV��ILQHV�DQG�DFWLRQV�ODLG�GRZQ�LQ�VHFWLRQV
���DQG����RI�WKH 7RZQ�3ODQQLQJ�2UGLQDQFH�XSRQ�XQDXWKRUL]HG
GHYHORSPHQW��8'�

�VW FRQYLFWLRQ )LQH����������6HFWLRQ��� 6XEVHTXHQW�FRQYLFWLRQ )LQH������������
6HFWLRQ������ (QIRUFHPHQW�1RWLFH��(1� 5HDVRQ�0DWWHUV�WKDW�FRQVWLWXWH�WKH�8'

$FWLRQ��7KH�8'�VKRXOG�EH�GLVFRQWLQXHG�RU�SODQQLQJ�SHUPLVVLRQ�EH�REWDLQHG�ZLWKLQ�QRUPDOO\���PRQWKV6HFWLRQ������ 6WRS� 1RWLFH�61� 5HDVRQ��� &RQWLQXDQFH�RI�DQ�8'FRXOG�FRQVWLWXWH�D�KHDOWK�RI�VDIHW\�KD]DUG�RI�DGYHUVHO\�DIIHFW�WKH�HQYLURQPHQW��RU�� 0DNH�LW�LPSUDFWLFDEOH�RU�XQHFRQRPLF�WR�UHLQVWDWH�WKH�ODQG�ZLWKLQ�D�UHDVRQDEOH�SHULRG�RI�WLPH

$FWLRQ��� 6SHFLI\�WKH�GDWH�E\�ZKLFK�WKH�8'�VKRXOG�EHGLVFRQWLQXHG�� 7KH�VWHSV�UHTXLUHG�WR�EHWDNHQ�WR�SUHYHQW�WKH�KDSSHQLQJ�RI�WKH�DERYH�DGYHUVH�HIIHFWV�6HFWLRQ������ 5HLQVWDWHPHQW�1RWLFH��51� 5HDVRQ��� 3ODQQLQJ�SHUPLVVLRQ�KDV�QRW�EHHQ�REWDLQHGE\�WKH�GDWH�VSHFLILHG
$FWLRQ�5HTXLUH�WKH�SHUVRQ�FRQFHUQHG�WR�UHLQVWDWH�WKH�
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LQ�WKH�(1��RU�� 3HUPLVVLRQ�KDV�EHHQ�UHIXVHG�DQG�DOO�ULJKWV�RI�UHYLHZ�RU�DSSHDO�XQGHU�VHFWLRQ����RI�732�KDYH�H[SLUHG��DEDQGRQHG�RU�H[KDXVWHG

ODQG�WR�WKH�FRQGLWLRQ�LW�ZDV�LPPHGLDWHO\�EHIRUH�WKH�SXEOLFDWLRQ�RI�WKH�'3$�SODQ�RU�,'3$�3ODQ�XQGHU�V����VW FRQYLFWLRQ /XPS�VXP���������� 'DLO\�ILQHV���������
6HFWLRQ���

6XEVHTXHQW�FRQYLFWLRQ /XPS� VXP����������� 'DLO\�ILQHV����������6HFWLRQ������ $FWLRQ� WKH�$XWKRULW\�PD\�HQWHU�WKH�ODQG�DQG�WDNH�SRVVHVVLRQ�RI��UHPRYH��GHWDLQDQG�GLVSRVH�RI�SURSHUW\�WKDW�LV�RQ�WKH�ODQG6HFWLRQ������ $FWLRQ�� 7KH� H[SHQVHV� LQFXUUHG� LQ�HQWHULQJ�WKH�ODQG�DQG�WDNLQJ�VXFK�VWHSV�PD\� EH� UHFRYHUHG� IURP� WKH� SHUVRQFRQFHUQHG

5HDVRQ�
)DLOV�WR�FRPSO\�ZLWK�WKH�UHTXLUHPHQWV�RI�HLWKHU�DQ�(1��D�61RU�D�51
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5HIHUHQFHV
-RXUQDOV�DQG�%RRNV�
�� $GDPV��'���������8UEDQ�3ODQQLQJ�DQG�WKH�'HYHORSPHQW�3URFHVV��

/RQGRQ��8QLYHUVLW\�&ROOHJH�/RQGRQ�3UHVV�
�� %DUWRQ��+���������3ODQQLQJ�IRU�6XVWDLQDEOH�'HYHORSPHQW��

,Q�,QYHVWLJDWLQJ�7RZQ 3ODQQLQJ�&KDQJLQJ�3HUVSHFWLYHV�DQG�
$JHQGD��(GLWHG�E\�&��*UHHG��%ULWDLQ��/RQJPDQ�

�� %ULVWRZ��5���������/DQG�XVH�3ODQQLQJ�LQ�+RQJ�.RQJ��+LVWRU\��
3ROLFLHV�DQG�3URFHGXUHV���+RQJ .RQJ��2[IRUG�8QLYHUVLW\�
3UHVV�

�� %UXQVZLFN��1�-���������%ULWLVK�3ODQQLQJ�����\HDUV�RI�8UEDQ�
DQG�5HJLRQDO�3ROLF\��/RQGRQ��$WKORQH�3UHVV�

�� %RRWK��3���������&RQWUROOLQJ�'HYHORSPHQW� &HUWDLQW\�DQG�
'LVFUHWLRQ�LQ�(XURSH��WKH�86$�	�+RQJ�.RQJ��/RQGRQ��8&/�
3UHVV�

�� %RRWK�� 3�� ������ )URP� UHJXODWLRQ� WR� GLVFUHWLRQ�� WKH�
HYROXWLRQ�RI�GHYHORSPHQW�FRQWURO�LQ�WKH�%ULWLVK�SODQQLQJ�
V\VWHP�����±�������3ODQQLQJ�3HUVSHFWLYHV���� ���±���

�� &DPSEHOO�6��DQG�)DLQVWHLQ�6���������5HDGLQJV�LQ�3ODQQLQJ�
7KHRU\� %ULWDLQ��%ODFNZHOO�3XEOLVKHUV�

�� &DVWHOOV��0���������7KH�8UEDQ�4XHVWLRQ��D�0DU[LVW�$SSURDFK��
/RQGRQ��(GZDUG�$UQROG�

�� &KDQ��3�&���������(IILFLHQF\�YV�2SHQQHVV�± $UH�:H�$FKLHYLQJ
WKH�5LJKW�%DODQFH LQ�WKH�'HYHORSPHQW�3URFHVV"�3ODQQLQJ�DQG�
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'HYHORSPHQW �������������
��� &KHUU\��*�(���������7RZQ�3ODQQLQJ LQ�%ULWDLQ�VLQFH ������

%ULWDLQ��%ODFNZHOO�3XEOLVKHUV�
��� &KHXQJ��1�6���������$�7KHRU\�RI�3ULFH�&RQWURO��-RXUQDO�RI�

/DZ�DQG�(FRQRPLFV ���������
��� &KHXQJ��1�6���������7KH�0\WK�RI�6RFLDO�&RVW��/RQGRQ��7KH

,QVWLWXWH�RI�(FRQRPLFV�$IIDLUV�
��� &KHXQJ�� 1�6�� ������� :LOO� &KLQD� *R� ³&DSLWDOLVW´" $Q�

(FRQRPLF�$QDO\VLV�RI�3URSHUW\�5LJKWV�DQG�,QVWLWXWLRQDO�
&KDQJH��/RQGRQ��7KH�,QVWLWXWH�RI�(FRQRPLF�$IIDLUV�

��� &KHXQJ��1�6���������(FRQRPLF�2UJDQL]DWLRQ�DQG�7UDQVDFWLRQ�
&RVWV��,Q�7KH�1HZ�3DOJUDYH��D�'LFWLRQDU\�RI�(FRQRPLFV��
(GLWHG�E\�-��(DWZHOO��0��0LOJDWH�DQG�3��1HZPDQ������������
/RQGRQ��0DFPLOODQ�

��� &KHXQJ��1�6���������2Q�WKH�1HZ�,QVWLWXWLRQDO�(FRQRPLFV���
'LVFXVVLRQ�3DSHU 6HULHV 1R������'HSDUWPHQW�RI�(FRQRPLFV���
+RQJ�.RQJ��8QLYHUVLW\�RI�+RQJ�.RQJ�

��� &OD\GRQ�� -�� ������� 1HJRWLDWLRQV� LQ� SODQQLQJ�� ,Q
,PSOHPHQWLQJ�7RZQ�3ODQQLQJ��(GLWHG�E\�&��*UHHG�����������
+DUORZ��/RQJPDQ�

��� &RDVH��5����������7KH�)HGHUDO�&RPPXQLFDWLRQV�&RPPLVVLRQ���
-RXUQDO�RI�/DZ�DQG�(FRQRPLFV ������

��� &RDVH��5�����������7KH�3UREOHP�RI�6RFLDO�&RVW��-RXUQDO�RI�
/DZ�DQG�(FRQRPLFV ���������

��� &RDVH��5�����������7KH�/LJKWKRXVH�LQ�(FRQRPLFV��-RXUQDO�
RI�/DZ�DQG�(FRQRPLFV ���������������
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��� &RRNH�� 3�� ������� 7KHRULHV� RI� 3ODQQLQJ� DQG� 6SDWLDO�
'HYHORSPHQW��/RQGRQ��+XWFKLQVRQ�

��� &UXGHQ��*�1���������/DQG�&RPSHQVDWLRQ�	�9DOXDWLRQ�/DZ�LQ�
+RQJ�.RQJ���QG (G��+RQJ�.RQJ��%XWWHUZRUWKV�

��� &XOOLQJZRUWK�� -�%�� ������� 7KH� 3ROLWLFDO &XOWXUH� RI�
3ODQQLQJ�� $PHULFDQ� /DQG� 8VH� 3ODQQLQJ� LQ� &RPSDUDWLYH�
3HUVSHFWLYH���%ULWDLQ��5RXWOHGJH�

��� (GZDUGV��0���������1RWHV�IRU�WKH�$QDO\VLV�RI�/DQG�XVH�
3ODQQLQJ���,Q %DUWOHWW�6XPPHU�6FKRRO�3URGXFWLRQ�RI�WKH�
%XLOW�(QYLURQPHQW��3URFHHGLQJV�RI�WKH�%DUWOHWW�6XPPHU�
6FKRRO��/RQGRQ��8QLYHUVLW\�&ROOHJH�/RQGRQ��������

��� (YDQV��$��:���������8UEDQ�(FRQRPLFV��DQ�,QWURGXFWLRQ��
2[IRUG��%ODFNZHOO�
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