
FLOP 
SCHEME



�8MZ[Q[�/QV_ITTI�
)V�)VITa[Q[�WN �\PM�8ZILPIV�5IV\ZQ�.I[IT�*QUI�AWRIVI�QV�/]RIZI\$*-.�1!&#+#



7DEOH�RI�&RQWHQWV�

�����
����

�
L

� �
��

��� ��

��

LL

��

�



L

3UHIDFH

-RH�$WKLDO\



LL

)RUHZRUG



LLL



LY



Y

9LMRR�.ULVKQDQ�



�

7KH�IDUPHUV�DQG�WKH�IDUPHU�RUJDQLVDWLRQ�WKDW�ZH�KDYH�VSRNHQ�WR�KDYH�VDLG�WKDW�ZKLOH�IDUPHUV�FHUWDLQO\�QHHG�JRRG�TXDOLW\�LQVXUDQFH�FRYHU��30)%<�GRHV�QRW�GR�WKDW��&OHDUO\�WKHUH�LV�D�KXJH�PLVPDWFK�EHWZHHQ�WKH�REMHFWLYHV�RI�WKH�VFKHPH�DQG�WKH�OLYHG�H[SHULHQFH�RI�WKH�IDUPHUV���:H�LQYHVWLJDWH�LW�D�OLWWOH�PRUH�LQ�GHWDLO�LQ�WKLV�SDSHU���

,QWURGXFWLRQ,W�LV�QRERG\
V�FDVH�WKDW�IDUPLQJ�DJULFXOWXUH��HVSHFLDOO\�LQ�,QGLD��EHVHW�DV�LW�LV�E\�WKH�YDJDULHV�RI�QDWXUH��LV�ODUJHO\�UDLQ�IHG��DORQJ�ZLWK�WKH�YHU\�UHDO�WKUHDW�DQG�FKDOOHQJH�RI�FOLPDWH�FKDQJH�LQGXFHG�HUUDWLF�ZHDWKHU�SDWWHUQV��UHTXLUHV�LQVXUDQFH�FRYHUDJH�RI�D�YHU\�KLJK�TXDOLW\�LQ�RUGHU�WR�VXVWDLQ�LW�DV�D�SURIHVVLRQ���$QG�VXVWDLQLQJ�LW�LV�LPSRUWDQW�IRU�QHDUO\�KDOI�WKH�QDWLRQ
V�SRSXODWLRQ�GHSHQGV��GLUHFWO\�RU�LQGLUHFWO\��RQ�DJULFXOWXUH�DV�D�VRXUFH�RI�OLYHOLKRRG���7KH�3UDGKDQ�0DQWUL�)DVDO�%LPD�<RMDQD��30)%<��LV�D�FURS�LQVXUDQFH�VFKHPH�LQWURGXFHG�LQ�$SULO������IURP�WKH�.KDULI������VHDVRQ�DQG�VXFFHHGV�DQG�UHSODFHV�WKH�1DWLRQDO�$JULFXOWXUH�,QVXUDQFH�6FKHPH��1$,6��DQG�WKH�0RGLÀHG�1DWLRQDO�$JULFXOWXUH�,QVXUDQFH�6FKHPH��01$,6����7KH�VFKHPH�ZDV�LQWURGXFHG�ZLWK�MXVW�VXFK�DLPV�DQG�REMHFWLYHV� �+RZHYHU���WKH�ZD\�WKDW�LW�KDV�XQIROGHG�RQ�WKH�JURXQG�OHDYHV�PXFK�WR�EH�GHVLUHG��HVSHFLDOO\�ZLWK�UHJDUG�WR�WKH�JURXS�WKDW�LW�LV�PHDQW�WR�KHOS��YL]��IDUPHUV��

:K\�LV�LW�D�́ ÁRS�VFKHPHµ"�

$W�WKH�RXWVHW�LW�LV�LPSRUWDQW�WR�VD\�WKDW�WKH�VFKHPH�LWVHOI�KDV�HYRNHG�WZR�GLDPHWULFDOO\�RSSRVLWH�UHDFWLRQV�ZLWK�RQH�JURXS�VD\LQJ�WKDW�LW�LV�D�PXFK�EHWWHU�VFKHPH�FRPSDUHG�WR�LWV�IRUHUXQQHUV��WKH�1$,6�DQG�WKH�01$,6��EXW�LV�EHVHW�ZLWK�LPSOHPHQWDWLRQ�ORRSKROHV��ZKLFK�LI�SOXJJHG��ZRXOG�SUREDEO\�PHHW�LWV�VWDWHG�REMHFWLYHV� �2Q�WKH�RWKHU�KDQG��WKHUH�LV�DQRWKHU�RSLQLRQ��ZKLFK�PDLQWDLQV�WKDW�WKH�VFKHPH�LV�VWUXFWXUDOO\�ÁDZHG��DQG�KHQFH�WZHDNLQJ�DQG�WLQNHULQJ�ZLWK�WKH�QLWW\�JULWWLHV�ZRXOG�\LHOG�OLWWOH�LQ�WHUPV�RI�LPSURYHG�SHUIRUPDQFH��DQG�QHHGV�WR�EH�VFUDSSHG�DOWRJHWKHU����6R�ZK\�DUH�WKH�IDUPHUV�LQ�*XMDUDW�XQKDSS\�RU�HYHQ�DQJU\�ZLWK�WKH�VFKHPH"�́ 1R�VRRQHU�GRHV�RQH�PHQWLRQ�́ 30)%<µ�WKHQ�RQH�KHDUV�D�EDUUDJH�RI�FRPSODLQWV�DJDLQVW�WKH�́ VDUNDUµ��JRYHUQPHQW��IRU�ZKRP�LW�LV�D�QRWKLQJ�PRUH�WKDQ�D�VFKHPH�WR�HDUQ�PRQH\��UXSL\D�NDPDYDQL�YDDW�FKKH��6DUNDU�UXSL\D�UDOH�FKKH���LW�LV�D�́ ÁRS�VFKHPHµ��

��7KH�2SHUDWLRQDO�*XLGHOLQHV�IRU�WKH�VFKHPH��'HSDUWPHQW�RI�$JULFXOWXUH��&RRSHUDWLRQ�DQG�)DUPHUV
�:HOIDUH��VWDWH�WKH�REMHFWLYHV�RI�WKH�VFKHPH�DV��D��SURYLGLQJ�ÀQDQFLDO�VXSSRUW�WR�IDUPHUV�VXIIHULQJ�FURS�ORVV�GDPDJH�DULVLQJ�RXW�RI�XQIRUHVHHQ�HYHQWV�E��VWDELOL]LQJ�WKH�LQFRPH�RI�IDUPHUV�WR�HQVXUH�WKHLU�FRQWLQXDQFH�LQ�IDUPLQJ�

��'HYLQGHU�6KDUPD�KWWSV���GHYLQGHU�VKDUPD�EORJVSRW�FRP��6FUROO�LQ��3��6DLQDWK��

HQVXULQJ�ÁRZ�RI�FUHGLW�WR�WKH�DJULFXOWXUH�VHFWRU��ZKLFK�ZLOO�FRQWULEXWH�WR�IRRG�VHFXULW\��FURS�GLYHUVLÀFDWLRQ�DQG�HQKDQFLQJ�JURZWK�DQG�FRPSHWLWLYHQHVV�RI�DJULFXOWXUH�VHFWRU�EHVLGHV�SURWHFWLQJ�IDUPHUV�IURP�SURGXFWLRQ�ULVNV���&URS�,QVXUDQFH�LQ�,QGLD��.H\�,VVXHV�DQG�:D\�)RUZDUG��3UHUQD�7HUZD\�DQG�6LUDM�+XVVDLQ��)HEUXDU\�������,&5,(5��:RUNLQJ�3DSHU�QR�������30)%<��$Q�$VVHVVPHQW��&6(��&KDQGUD�%KXVKDQ��-XO\�������3HUIRUPDQFH�(YDOXDWLRQ�RI�3UDGKDQ�0DQWUL�)DVDO�%LPD�<RMDQD��30)%<���3$57�,��´*RYHUQDQFH�$QDO\VLV��5DQMDQ�.XPDU�*KRVK��$XJXVW�������&0$�,,0$

F��HQFRXUDJLQJ�IDUPHUV�WR�DGRSW�LQQRYDWLYH�DQG�PRGHUQ�DJULFXOWXUDO�SUDFWLFHV�

&OHDUO\�WKHUH�LV�D�KXJH�PLVPDWFK�EHWZHHQ�WKH�REMHFWLYHV�RI�WKH�VFKHPH�DQG�WKH�OLYHG�H[SHULHQFH�RI�WKH�IDUPHUV�
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,W�JRHV�ZLWKRXW�VD\LQJ�WKDW�WKH�UHDVRQ�IRU�WKLV�PHDJUH�DPRXQW�LV�QRW�NQRZQ�WR�0U���9.$�QRU�ZDV�LW�H[SODLQHG�WR�KLP���7KH�FRXQWHU�DUJXPHQW�RIWHQ�LV��GLG�KH�DVN�IRU�DQ�H[SODQDWLRQ"�%XW�ZH�IHHO�WKDW�LW�LV�RZHG�WR�KLP�E\�ULJKW�DQG�QRW�DQ�REOLJDWLRQ���$QG�DJDLQ��LI�WKH�VHWWOHPHQW�ZDV�WLPHO\�LQ�WKLV�FDVH��LV�LW�HQRXJK"�,V�LW�HQRXJK�WR�VXVWDLQ�WKH�IDUPHU�LQ�DJULFXOWXUH"�,Q�RWKHU�ZRUGV��LV�LW�PHHWLQJ�WKH�VWDWHG�REMHFWLYHV�RI�WKH�VFKHPH"�6DGO\��QR��

´%HFDXVH�ZH�GR�QRW�KDYH�LQIRUPDWLRQ��«�GHVSLWH�ORVVHV�DQG�SUHPLXPV�EHLQJ�FXW��ZH�GR�QRW�JHW�SD\PHQW�IRU���\HDU�RU���\HDUV���7KH�LQVXUDQFH�FRPSDQLHV�DUH�QRW�DQVZHUDEOH�WR�XV��«�DQG�ZH�KDYH�WR�UXQ�IURP�SLOODU�WR�SRVW�WR�JHW�DQVZHUV��«�RU�FODLPV�µ�

7KHQ�DJDLQ��9LGH�*5�6&<������������6���GDWHG������������WKH�*R*�GHFODUHG�GURXJKW�LQ����WDOXNDV�RI�WKH�VWDWH� ���$FFRUGLQJO\��WKH��$QQH[XUH���YLOODJHV�IDUPHUV�LQ�WKRVH�DUHDV�ZRXOG�EH�HOLJLEOH�IRU�FODLPV�IRU�FURS�ORVV�VXVWDLQHG�RQ�DFFRXQW�RI�WKH�GURXJKW��+RZHYHU��WKH�LQVXUDQFH�FRPSDQLHV�UHIXVHG�WR�HQWHUWDLQ�WKH�FODLPV�VD\LQJ�WKDW�WKHUH�ZDV�QR�GURXJKW�LQ�WKH�.KDULI������VHDVRQ���7KLV�ZRXOG�VHHP�WR�EH�FRQWUDYHQLQJ�WKH�GDWD�RQ�ZKLFK�WKH�*R*�GHFODUHG�WKH�GURXJKW��+RZHYHU��WKH�WZLVW�WR�WKLV�OLHV�LQ�WKH�

/HVV�SD\�RXWV$QG�WKLV�LV�RQH�RI�WKH�PRVW�LPSRUWDQW�DQG�ZLGHO\�VKDUHG�H[SHULHQFH�ZLWK�WKH�VFKHPH��)DUPHUV�IURP�GLIIHUHQW�GLVWULFWV�KDYH�VDLG�WKDW�GHVSLWH�ORVVHV��GHVSLWH�EHLQJ�GHFODUHG�GURXJKW�RU�ÁRRG�DIIHFWHG��WKH�FODLP�SD\�RXWV�KDYH�EHHQ�PHDJUH��HYHQ�ODXJKDEOH�LI�LW�ZHUH�QRW�WUDJLF��RU�QRW�DW�DOO���7KHUH�LV�RQH�H[DPSOH�RI�D�IDUPHU���9.$��IURP�0RGDVD�WDOXND�RI�$UYDOOL�GLVWULFW��+H�KDG�DYDLOHG�RI�D�ORDQ�RI�5V�����������IRU�KLV�DJULFXOWXUDO�ÀHOG�PHDVXULQJ��������KD���GLYLGHG�EHWZHHQ���EURWKHUV��IRU�WKH�JURXQGQXW�FURS��1RZ��XQVHDVRQDO�UDLQV�LQ�*XMDUDW�LQ����� �DQG�WKHQ�WKH�F\FORQLF�GLVWXUEDQFHV�RI��
.\DUU
�DQG�
0DKD
 �ZUHDNHG�KDYRF�RQ�WKH�JURXQGQXW�FURS��VR�PXFK�VR�WKDW��WKH�VWDWH�JRYHUQPHQW�GHFODUHG�D�UHOLHI�SDFNDJH�IRU�QHDUO\�DOO�WKH�IDUPHUV�LQ�WKH�VWDWH��7KH�+LQGX�%XVLQHVV�/LQH��1RYHPEHU������������6R�REYLRXVO\��0U���9.$�DOVR�ORVW�KLV�JURXQGQXW�FURS���$W�WKH�HQG�RI�WKH�VHDVRQ��ZKHQ�WKH�GDPDJHV�ZHUH�FDOFXODWHG��KH�UHFHLYHG�D�VXP�RI�5V��������DV�GDPDJHV�IRU�WKH�FURS�ORVV�VXIIHUHG��+H�LV��KRZHYHU��HQWLWOHG�WR�WKH�HQWLUH�VXP�GXH�WR�KLP�IRU�WKH�FURS�ORVV���7KH�*R*�KDG�WKHQ�GHFODUHG�DQ�DVVLVWDQFH�RI�5V�����������XSWR���KD���LI�WKH�FURS�ORVV�ZDV�PRUH�WKDQ�����LQ�WKH�WDOXND�DQG�LQ�WDOXNDV�ZKHUH�LW�ZDV�EHORZ�����LW�JDYH�5V����������DQG�WKH�FRPSHQVDWLRQ�ZDV�SDLG�DFFRUGLQJO\���7KDW�WKH�ORVV�KDSSHQHG�LV�WKHUHIRUH�SURYHQ�DQG�HQGRUVHG�E\�WKH�JRYHUQPHQW�DFWLRQ��0U��3�3���6HFUHWDU\�RI�WKH�FRRSHUDWLYH�VRFLHW\��GLG�LQTXLUH�DERXW�WKH�VXP�RI�WKH�FODLP�VHWWOHPHQW�EXW�́ WKH�5HOLDQFH�*HQHUDO�,QVXUDQFH�&RPSDQ\�GLG�QRW�JLYH�PH�DQ�DQVZHU�ZKHQ�,�FRQWDFWHG�WKHP��$UYDOOL�GLVWULFW�ZDV�GHFODUHG�DV�����ÁRRG�DIIHFWHG�E\�WKH�*R*�VR�ZK\�GRHV�WKH�FRPSDQ\�QRW�DFFHSW�LW"µ� ���$QQH[XUH���

��+LQGX�%XVLQHVV�/LQH�KWWSV���ZZZ�WKHKLQGXEXVLQHVVOLQH�FRP�HFRQRP\�DJUL�EXVLQHVV�XQVHDVRQDO�UDLQV�VSHOO�WURXEOH�IRU�JXMDUDW�JURXQGQXW�JURZHUV�DUWLFOH���������HFH

��+LQGX�%XVLQHVV�/LQH�KWWSV���ZZZ�WKHKLQGXEXVLQHVVOLQH�FRP�HFRQRP\�DJUL�EXVLQHVV�XQVHDVRQDO�UDLQV�JXMDUDW�GHFODUHV�UV������FU�UHOLHI�SDFNDJH�IRU�IDUPHUV�DUWLFOH���������HFH�
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7KH�H[SHULHQFH�RI�IDUPHUV�RQ�FODLP�VHWWOHPHQWV�LV�ERUQH�RXW�E\�GDWD�RQ�LQVXUDQFH�SD\�RXW��FODLPV�VHWWOHG��LQ�WKH�WDEOH�EHORZ���7KH�PD[LPXP�QXPEHU�DQG�SURSRUWLRQ�RI�IDUPHUV�ZKR�EHQHÀWWHG�IURP�LW�LV�LQ�WKH�.KDULI������VHDVRQ��6LQFH�WKHQ�WKH�QXPEHUV�DQG�SURSRUWLRQ�KDYH�EHHQ�IDOOLQJ��ZLWK�.KDULI������VKRZLQJ�RQO\�������RI�IDUPHUV�DV�UHFHLYLQJ�FODLPV���:KDW�LV�LQWULJXLQJ�LV�WKDW�.KDULI������VDZ�D�JRRG�PRQVRRQ�ZKLOH�WKH�VXEVHTXHQW�\HDUV��SDUWLFXODUO\�.KDULI������ZHUH�EDG�PRQVRRQ�\HDUV��L�H��WKH�FODLP�VHWWOHPHQW�LQ�WKH�JRRG�PRQVRRQ�\HDU�RXWVWULSV�WKH�FODLP�VHWWOHPHQW�LQ�WKH�UHODWLYHO\�ZRUVH�\HDUV�&ODLPV�FOHDUHG��

$JDLQ��LQ�.KDULI�������0U��$��RI�'DVDGD�WDOXND�LQ�6XUHQGUDQDJDU�GLVWULFW�VD\V�WKDW�WKH�FDVWRU�IDUPHUV�UHFHLYHG�D�JRRG�SD\�RXW�EXW�WKH�&RWWRQ��,UULJDWHG��IDUPHUV�UHFHLYHG�D�PHDJUH�SD\�RXW�RU�OHVV�IDUPHUV�UHFHLYHG�SD\�RXWV� �+H��VD\V�WKDW�WKLV�LV�VR�WKDW�WKH�LQVXUDQFH�FRPSDQ\�FDQ�UHSRUW�DQG�VKRZ�WKH�QXPEHUV�RI�FODLP�SD\�RXWV��6R�WKH�FURS�ZLWK�WKH�ORZHU�6,�DQG�OHVV�DFUHDJH��FDVWRU��VDZ�PRUH�SD\�RXWV�WKDQ�WKH�RQH�ZLWK�D�KLJKHU�6,�DQG�PRUH�DFUHDJH��&RWWRQ�,��DQG�KHQFH�WKH�FRPSDQ\�FRXOG�FHUWDLQO\�KDYH�PDGH�D�KXJH�SURÀWµ� ��$�PRGHVW�K\SRWKHWLFDO�FDOFXODWLRQ�ZRXOG�EH���

GDWH�IURP�ZKLFK�WKH�GURXJKW�ZDV�WR�EH�JLYHQ�HIIHFW�LQ�WKH�VDLG�*5�ZKLFK�VWVD\V�́ 7KH�'HFODUDWLRQ�RI�GURXJKW�ZRXOG�FRPH�LQWR�HIIHFW�RQ�� �'HFHPEHU������DQG�ZRXOG�FRQWLQXH�WR�EH�LQ�HIIHFW�IRU�VL[�PRQWKV�IURP�WKLV�GDWH�XQOHVV�UHYRNHG�HDUOLHU�E\�DQ�RUGHU�RI�WKH�VWDWH�*RYHUQPHQW�µ�+RZ�DQG�ZK\�WKH�*R*�GHFLGHG�WR�JLYH�HIIHFW�D�PRQWK�ODWHU�PD\�SRVVLEO\�EH�EHFDXVH�WKH�RIÀFLDO�.KDULI�VHDVRQ�HQGV�LQ�2FWREHU�RU�1RYHPEHU���7KH�LQVXUDQFH�FRPSDQLHV�FRXOG�KDYH�UHIXVHG�WKH�FODLPV�VD\LQJ�WKDW�WKH�GURXJKW�ZDV�DIWHU�WKH�RIÀFLDO�HQG�RI�WKH�.KDULI�VHDVRQ���7KLV�ZRXOG�PHDQ�D�KXJH�VDYLQJ�IRU�WKHP���


GHULYHG�E\�DYHUDJLQJ�WKH�DFUHDJH�RI������������������������������������	��������

����RI�WKH�6,�IRU�DQ�DSSUR[LPDWH�����RI�WKH�DFUHDJH�

��5DM\D�6DEKD�4XHVWLRQV������KWWSV���GDWD�JRY�LQ�QRGH���������GRZQORDG"WRNHQ H\-�H;$L2L-.9�4L/&-KE*FL2L-,8],�1L-��H\-SF�0L2L-RG+5ZF]SF/�ZY=*)�<6�QE�<XD:�F/\,V,P)�=&,�,PK�G+%]2OZY;&�N<;5K/PGYGL�SEOZY,LZLD:)�,MR[17F�1M$]0]$Z/&-X<P<L2M(�1]N�0'0]0'$V,P9�F&,�078�27<Z0]0]0&ZL=*)�<6,�H\-XD:4L2L,�07$Z0]4[,Q���TL3:75��Y&7M2\M��][F�G�FJ�V&:'1�Y2=W<MF9;H�

��7KH�$3<�GDWD�RI�WKH�'LUHFWRUDWH�RI�$JULFXOWXUH�EHDUV�RXW�WKH�FODLP�RI�WKH�IDUPHU�WKDW�FDVWRU�KDV�ORZHU�DFUHDJH�WKDQ�&RWWRQ��,��LQ�6XUHQGUDQDJDU�GLVWULFW�LQ�WKH�\HDUV������������������DQG���������DQG����������WKH�\HDUV�IRU�ZKLFK�WKLV�GDWD�ZDV�DYDLODEOH��

��6RXUFH��,QGLDQ�([SUHVV��$KPHGDEDG�HGLWLRQ��'HF�����������KWWSV���LQGLDQH[SUHVV�FRP�DUWLFOH�FLWLHV�DKPHGDEDG�JXMDUDW�QXPEHU�RI�IDUPHUV�HQUROOHG�XQGHU�IDVDO�ELPD�\RMDQD�GRZQ�E\����LQ�NKDULI��������������

��&ODLP�SD\�RXWV�DUH�UHSRUWHG�DV�´IDUPHUV�EHQHÀWWHGµ�DQG�´WRWDO�FODLPV�SDLG��LQ�5V��µ�DQG�QRW��DOVR��E\�GLVWULFWV�RU�FURSV�¬

6RXUFH�IRU�.KDULI�������5DEL���������DQG�.KDULI�������KWWSV���SPIE\�JRY�LQ�VWDWH:LVH'DWD3DJH
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,Q�WKH�WDEOH�EHORZ�ZH�WU\�WR�VKRZ�WKH�DYHUDJH�VXP�LQVXUHG�SHU�KHFWDUH�YHUVXV�WKH�DYHUDJH�FODLP�SD\�RXW��WKH�ODWWHU�LV�KHUH�VKRZQ�SHU�IDUPHU��ZKHUHDV�LW�VKRXOG�EH�SHU�KHFWDUH��+RZHYHU��LQ�WKH�DEVHQFH�RI�GDWD�RQ�WKH�DUHD�FRYHUHG�E\�WKH�FODLP�SD\�RXW��WKLV�LV�WKH�EHVW�WKDW�FRXOG�EH�GRQH��
��$YHUDJH�6,�YV��$YHUDJH�FODLP�SD\�RXW�

7KLV�LV�DOVR�LQ�OLQH�ZLWK�WKH�DOO�,QGLD�ÀJXUHV��DV�UHYHDOHG�E\�&HQWUH�IRU�6FLHQFH�DQG�(QYLURQPHQW��&6(��UHSRUW�ZKLFK�H[DPLQHG�WKH�VFKHPH���́ 7KH�&6(�UHSRUW�FLWHG�VWDWH�ZLVH�GDWD�IURP�WKH�0LQLVWU\�RI�$JULFXOWXUH�DQG�)DUPHUV�:HOIDUH�WR�VKRZ�WKDW�LQVXUDQFH�FRPSDQLHV�KDG�RQO\�VHWWOHG��������RI�WKH�FODLPV�PDGH�WLOO�$SULO�������«�:KLOH�IDUPHUV�UDLVHG�FODLPV�IRU�QHDUO\�5V�������FURUH��WKH\�ZHUH�SDLG�OHVV�WKDQ�5V�������FURUH�µ��-DWLQ�*DQGKL��+LQGXVWDQ�7LPHV��1HZ�'HOKL��-XO\����������
�'LIIHUHQFH�EHWZHHQ�*URVV�3UHPLXP�DQG�&ODLPV�GLVEXUVHG�

7KH�RYHUDOO�GLIIHUHQFH�EHWZHHQ�WKH�SUHPLXPV�FROOHFWHG�DQG�WKH�WRWDO�FODLP�SD\RXWV��EDUULQJ�WKH�5DEL�VHDVRQV�IRU�ZKLFK�GDWD�LV�QRW�DYDLODEOH��LV�WR�WKH�WXQH�RI������7KLV�SRLQWV�WR�D�KXJH�JDS�LQ�WKH�VHWWOHPHQW�UDWLR�DQG�IDUPHUV�DUH�ULJKW�WR�YRLFH�WKHLU�GLVVDWLVIDFWLRQ�ZLWK�LW��

��5DM\D�6DEKD�4XHVWLRQV������KWWSV���GDWD�JRY�LQ�QRGH���������GRZQORDG"WRNHQ H\-�H;$L2L-.9�4L/&-KE*FL2L-,8],�1L-��H\-SF�0L2L-RG+5ZF]SF/�ZY=*)�<6�QE�<XD:�F/\,V,P)�=&,�,PK�G+%]2OZY;&�N<;5K/PGYGL�SEOZY,LZLD:)�,MR[17F�1M$]0]$Z/&-X<P<L2M(�1]N�0'0]0'$V,P9�F&,�078�27<Z0]0]0&ZL=*)�<6,�H\-XD:4L2L,�07$Z0]4[,Q���TL3:75��Y&7M2\M��][F�G�FJ�V&:'1�Y2=W<MF9;H����6RXUFH�IRU�.KDULI�������5DEL���������DQG�.KDULI�������KWWSV���SPIE\�JRY�LQ�VWDWH:LVH'DWD3DJH��6RXUFH��,QGLDQ�([SUHVV��$KPHGDEDG�HGLWLRQ��'HF�������������WLOO�1RYHPEHU�����
�7KH�DYHUDJH�FODLP���KD��LV�QRW�SRVVLEOH�WR�FDOFXODWH�LQ�WKH�DEVHQFH�RI�GDWD�RQ�WKH�DUHD��KD���FRYHUHG�E\�WKH�FODLP�SD\RXWV��
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$V�LV�HYLGHQW�IURP�WKH�DERYH�WDEOH��WKH�DYHUDJH�FODLP�SD\�RXW�LQ�DOO�VHDVRQV�H[FHSW�.KDULI������LV�IDU�EHORZ�WKH�DYHUDJH�VXP�LQVXUHG�SHU�KHFWDUH��%XW�.KDULI������DQG�5DEL���������EHLQJ�JRRG�PRQVRRQ�\HDUV�WKDW�FRXOG�EH�XQGHUVWDQGDEOH��%XW�.KDULI������DV�GLVFXVVHG�HDUOLHU�VDZ�D�GHOD\HG�PRQVRRQ�DQG�DFXWH�ZDWHU�VFDUFLW\�LQ�PRVW�SDUWV�RI�*XMDUDW���7KH�WRWDO�FODLP�SD\�RXWV�LV�DOVR�QHDUO\�GRXEOH�WKDW�RI�WKH�SUHYLRXV�\HDU�DQG�\HW�WKH�QXPEHU�RI�EHQHÀFLDULHV�DUH�IDU�OHVV�WKDQ�HYHQ�WKH�JRRG�PRQVRRQ�\HDUV��7KLV�LV�WKH�UHDVRQ�ZK\�WKH�DYHUDJH�FODLP�SD\�RXW�ÀJXUH�LV�IDU�KLJKHU�WKDQ�WKH�UHVW�RI�WKH�\HDUV��$�JODULQJ�RPLVVLRQ�LQ�WKH�GDWD�LV�WKH�
WRWDO�QXPEHU�RI�FODLPV�PDGH
�DQG�
WRWDO�FODLPV�UHMHFWHG
��ZLWKRXW�WKLV�GDWD�LW�LV�GLIÀFXOW�WR�DVFHUWDLQ�ZKHWKHU�WKH�FODLPV�PDGH�ZHUH�WUXO\�ORZ�RU�ZKHWKHU�WKHUH�LV�D�KLJK�LQFLGHQFH�RI�UHMHFWLRQ�RI�FODLPV���7KLV�LV�DOVR�FRUURERUDWHG�E\�QHZV�UHSRUWV�́ ,Q�������WKHUH�KDV�EHHQ�D�WRWDO�SUHPLXP�FROOHFWLRQ�RI�5V��������FURUH�EXW�ZH�GRQ
W�NQRZ�KRZ�PXFK�FODLPV�KDYH�EHHQ�DSSURYHG�DQG�VHWWOHG�µ�VDLG�3DOD�$PEDOLD��KHDG�RI�WKH�*XMDUDW�&RQJUHVV�)DUPHUV
�&HOO����7KH�UHOXFWDQFH�RI�LQVXUDQFH�FRPSDQLHV�WR�VHWWOH�FODLPV�OHG�WR����IDUPHUV�RI�'DVDGD�WDOXND�RI�6XUHQGUDQDJDU�GLVWULFW�ÀOLQJ�SHWLWLRQV�LQ�WKH�+RQ
EOH�+&�RI�*XMDUDW�UHJDUGLQJ�WKH�VHWWOHPHQW�RI�WKH�.KDULI������FURS�IDLOXUH�RI�FRWWRQ�DQG�FDVWRU�RQ�DFFRXQW�RI�ÁRRGV�DJDLQVW�6%,�*HQHUDO�,QVXUDQFH�&R��,Q�������6XUHQGUDQDJDU�ZDV�GHFODUHG�DV�ÁRRG�DIIHFWHG�E\�*R*��DQG�IDUPHUV�ZHUH�DOVR�SDLG�H[�JUDWLD�DPRXQW�IRU�LW�E\�WKH�JRYHUQPHQW��%XW�WKH�6%,�FODLPHG�WKDW�WKH�&&(V�UHYHDOHG�ORZ�RXWSXW�DQG�KHQFH�QR�FODLPV�ZHUH�GXH�WR�WKHP�DQG�KHQFH�WKH�IDUPHUV�DSSURDFKHG�WKH�+&�IRU�UHGUHVV��$IWHU�RQH�DQG�D�KDOI�\HDUV��RQ������������WKH�+&�GLUHFWHG�WKH�6%,�*HQHUDO�,QVXUDQFH�&R��WR�VHWWOH�WKHLU�FODLPV����RXW�RI����IDUPHUV��RQ�RUGHUV�RI�WKH�+&��ZHUH�SDLG�WKHLU�GXHV�RQ������������E\�''��7KHUH�DUH�PRUH�VXFK�LQVWDQFHV���1R�UHFHLSWV��XQOHVV�DVNHG�IRU7KH�RWKHU�LVVXH�WKDW�PDQ\�IDUPHUV�FRPSODLQ�RI�LV�WKH�JHQHUDO�WUHQG��DW�OHDVW�LQ�WKH�LQLWLDO�WZR�\HDUV�RI������DQG�������RI�LQVXUDQFH�FRPSDQLHV�QRW�LVVXLQJ�UHFHLSWV�WR�WKH�IDUPHUV��6RPH�IDUPHUV�ÀOHG�FODLPV�IRU�FURS�ORVVHV�LQ������DQG�WKH�FODLPV�ZHUH�UHMHFWHG��IROORZLQJ�ZKLFK�WKH\�VRXJKW�OHJDO�UHPHG\�WR�SUHVV�WKHLU�FODLPV��´,W�LV�ZKHQ�WKH�ODZ\HU�DVNHG�IRU�WKH�UHFHLSW�WKDW�WKH�IDUPHUV�FDPH�WR�NQRZ�WKDW�WKH\�RXJKW�WR�KDYH�UHFHLSWVµ��VD\V����0U��$��RI�'DVDGD�WDOXND�RI�6XUHQGUDQDJDU�GLVWULFW��6R�ÀUVWO\��WKLV�EHJV�WKH�TXHVWLRQ��ZK\�GLG�WKH�IDUPHUV�QRW�NQRZ�WKDW�WKH\�PXVW�KDYH�D�UHFHLSW"�7KH�LQVXUDQFH�FRPSDQLHV�KDG�WR�KDYH�XQGHUWDNHQ�DQ�LQWHQVLYH�DZDUHQHVV�GULYH�LQ�HDFK�RI�WKH�GLVWULFW�DQG�EORFNV�ZKLFK�KDYH�EHHQ�DOORWWHG�WR�WKHP��HDFK�LQVXUDQFH�FRPSDQ\�LV�PDQGDWHG�WR�VSHQG������RI�WKH�WRWDO�JURVV�SUHPLXP�SHU�VHDVRQ�WRZDUGV�SXEOLFLW\�DQG� ���$KPHGDEDG�0LUURU��KWWSV���DKPHGDEDGPLUURU�LQGLDWLPHV�FRP�DKPHGDEDG�RWKHUV�����IDUPHUV�DSSURDFK�JXM�KF�RYHU�FURS�LQVXUDQFH�DUWLFOHVKRZ����������FPV

���7KH�+LQGX��KWWSV���ZZZ�WKHKLQGX�FRP�HOHFWLRQV�ORN�VDEKD������QRQ�SD\PHQW�RI�FURS�LQVXUDQFH�ULOHV�IDUPHUV�LQ�JXMDUDW�DUWLFOH���������HFH
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$�ZRUG�RQ�WKH�VHDVRQDO�YDJDULHV��LQ�*XMDUDW��VLQFH������LV�PHULWHG���7KH�\HDU������ZDV�RYHUDOO�D�JRRG�PRQVRRQ�\HDU��������ZKLOH�QRW�EHLQJ�D�EDG�PRQVRRQ�\HDU��GLG�IDFH�LVVXHV�RI�KHDY\�UDLQV�DQG�KXJH�FURS�ORVVHV�LQ�VRPH�GLVWULFWV�OLNH�%DQDVNDQWKD��3DWDQ��0RUEL��-DPQDJDU�DQG�6XUHQGUDQDJDU� �VR���PXFK�VR�WKDW�WKH�JRYHUQPHQW�QRW�RQO\�GHFODUHG�UHOLHI�SDFNDJHV�EXW�WKH�&KLHI�0LQLVWHU�KLPVHOI�VSHQW�D�IHZ�GD\V�LQ�%DQDVNDQWKD�WR�SHUVRQDOO\�VXSHUYLVH�WKH�UHOLHI�DQG�UHKDELOLWDWLRQ� �%XW�WKH�LQFLGHQFH�RI�IDUPHUV�ÀOLQJ���FODLPV�ZDV�ORZ�GXH�WR�ODFN�RI�DZDUHQHVV�RI�WKH�SURFHVV���7KH�FODPRXU�IRU�FODLPV�ZDV�WKXV�QRW�WKHUH�LQ�WKH�LQLWLDO�WZR�\HDUV�RI�WKH�VFKHPH��'URXJKW�ZDV�GHFODUHG�WKH�IROORZLQJ�\HDU��IURP�'HFHPEHU�������LQ����WDOXNDV�RI�WKH�VWDWH��*5�QR��6&<������������6����5HYHQXH�'HSDUWPHQW����WK�2FW���������7KH�FODPRXU�IRU�FODLPV�VWDUWHG�WKHQ�DQG�QRW�EHIRUH�WKDW��6DJDU�5DEDUL��3UHVLGHQW��.KHGXW�(NWD�0DQFK�*XMDUDW��.(0�*��VD\V��́ WKH�DZDUHQHVV�DERXW�WKH�VFKHPH�ZDV�ORZ�LQ�WKH�LQLWLDO�\HDUV�EXW�LQFUHDVHG�VXEVHTXHQWO\��DURXQG�HQG�RI������DQG�LQ��������7KDW�LQFUHDVH�ZDV�GXH�WR�WKH�DFWLYLVWV�ZRUNLQJ�RQ�DJUDULDQ�LVVXHV��PHGLD�DWWHQWLRQ�RQ�WKH�VFKHPH�IROORZLQJ�ZLGHVSUHDG�UHSRUWV�RI�IDUPHUV�IDFLQJ�GLIÀFXOWLHV�LQ�ÀOLQJ�FODLPV��XQZLOOLQJQHVV�RI�WKH�LQVXUDQFH�FRPSDQLHV�LQ�VHWWOLQJ�FODLPV�DQG�UHSRUWV�RI�KXJH�SURÀWV�PDGH�E\�WKHP���7KH�UHVXOWDQW�DZDUHQHVV�ZDV�FHUWDLQO\�QRW�RQ�DFFRXQW�RI�WKH�SXEOLFLW\�DQG�DZDUHQHVV�FUHDWLRQ�HIIRUWV�RI�WKH�LQVXUDQFH�FRPSDQLHV�µ

DGYHUWLVHPHQW���%XW�WKH�IDUPHUV�KDYH�PRVWO\�VDLG�WKDW�WKH\�GLG�QRW�NQRZ�DQG�KDYH�QRW�VHHQ�DGYHUWLVHPHQWV�JLYLQJ�RXW�VXFK�FUXFLDO�GHWDLOV���:KLOH�WKH�LQVXUDQFH�FRPSDQLHV��RQ�WKHLU�ZHEVLWHV��KDYH�SXW�RXW�VRPH�GHWDLOV��EXW�WKH�FODLPV�GR�QRW�VTXDUH�XS�ZLWK�WKH�IDUPHUV
�DZDUHQHVV�OHYHOV��)RU�LQVWDQFH��WKH�ZHEVLWH�RI�5HOLDQFH�*HQHUDO�,QVXUDQFH�SURYLGHV�VRPH�GHWDLOV�RI�WKH�NLQG�RI�DZDUHQHVV�FUHDWLRQ�PHFKDQLVPV�GHSOR\HG�IRU�WKH�SXUSRVH��%XW�LW�GRHV�QRW�DSSHDU�WR�EH�DGHTXDWH�IRU�WKH�SXUSRVH� ��7KH\�KDYH��$QQH[XUH�������GLVWULFWV�WR�VHUYH��DQG���KRDUGLQJV�SHU�GLVWULFW�DUH�FHUWDLQO\�QRW�HQRXJK��2U�DJDLQ����QHZVSDSHU�DGV�́ LQ�OHDGLQJ�QHZVSDSHUV�RI�WKH�VWDWHµ�LV�D�YDJXH�FODLP��LQ�GLVWULFWV�WKH�SDUWLFXODU�GLVWULFW�SDSHUV�DUH�PRUH�ZLGHO\�UHDG�WKDQ�WKH�VWDWH�ZLGH�QHZVSDSHU��DQG�FHUWDLQO\�QRW�HQRXJK�DV�SXEOLFLW\���7KH�VRFLDO�PHGLD��60��WKDW�WKH\�HPSOR\�LV�/LQNGLQ�DQG�7ZLWWHU��DQG�FOHDUO\�WKH�SHRSOH��DW�OHDVW�WKH�PDMRULW\�RI�WKHP��ZKR�ZRXOG�EH�DYDLOLQJ�WKH�EHQHÀWV�RI�30)%<�ZRXOG�QRW�EH�RQ�WKHVH�WZR�SODWIRUPV���7KHUH�LV�D�YLGHR�LQ�*XMDUDWL�DV�ZHOO�RQ�WKH�ZHEVLWH�ZKLFK�SURYLGHV�YHU\�EDVLF�LQIRUPDWLRQ�DERXW�WKH�ULVNV�FRYHUHG��WKH�FURSV�FRYHUHG�DQG�WKH�KHOSOLQH�QXPEHU�DQG�WKH�L�NLVDQ�ZHEVLWH�IRU�RQOLQH�VXEPLVVLRQ�RI�DSSOLFDWLRQ��+RZHYHU��WKH�RQOLQH�DSSOLFDWLRQ�ZRXOG�EH�D�QRQ�VWDUWHU�WR�EHJLQ�ZLWK�VLQFH�PRVW�IDUPHUV�ZKR�ZRXOG�DYDLO�RI�WKH�ORDQV�DQG�WKXV�WKH�30)%<�ZRXOG�QRW�EH�FRQYHUVDQW�ZLWK�WKLV�PRGH��WKH�PRVW�LPSRUWDQW�FRQVWUDLQW�ZRXOG�EH�WKH�DYDLODELOLW\�RI�QHWZRUN�FRQQHFWLRQ�IRU�GRLQJ�WKH�VDPH��

���+LQGX�%XVLQHVV�/LQH��KWWSV���ZZZ�WKHKLQGXEXVLQHVVOLQH�FRP�QHZV�JXMDUDW�FP�WR�FDPS�DW�ÁRRGKLW�GLVWULFWV�IRU�QH[W���GD\V�DUWLFOH��������HFH

���+LQGX�%XVLQHVV�/LQH��KWWSV���ZZZ�WKHKLQGXEXVLQHVVOLQH�FRP�HFRQRP\�DJUL�EXVLQHVV�JXMDUDW�ÁRRG�FURS�ORVVHV�SXW�DW�����FU�DUWLFOH��������HFH
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3RVW������WKH�FRPSDQLHV�FDQ�FODLP�WKDW�WKHLU�HIIRUWV�DUH�LQ�IDFW�HQRXJK�²�VLQFH�PRVW�SHRSOH�NQRZ�DERXW�WKH�VFKHPH��+RZHYHU��DV�UHSRUWHG�HDUOLHU��WKH�VFKHPH�E\������ZDV�DOUHDG\�ZHOO�NQRZQ�GXH�WR�WKH�PHGLD�UHSRUWLQJ�RQ�WKH�GLIÀFXOWLHV�RI�IDUPHUV�LQ�JHWWLQJ�WKHLU�FODLPV�SURFHVVHG��QRW�NQRZLQJ�KRZ�WR�JHW�WKHP�SURFHVVHG�HWF��,Q�WKH�DEVHQFH�RI�DQ\�GDWD�DV�WR�WKH�DPRXQW�VSHQW��ZH�DUH�XQDEOH�WR�JHW�DQ�LGHD�ZKHWKHU�WKH�FRPSDQLHV�GLG�VSHQG�WKH�PDQGDWHG�DPRXQW�L�H�������RI�WKH�WRWDO�JURVV�SUHPLXP�SHU�GLVWULFW��6HFRQGO\��DV�0U��$��UHFRXQWV��́ :H�DVNHG�WKH�%DQN�IRU�WKH�UHFHLSW��IRU�WKH�.KDULI������FURS���DQG�WKH�%DQN�WROG�XV�WKDW�LW�LV�WR�EH�LVVXHG�E\�WKH�,QVXUDQFH�&RPSDQ\��7KH�%DQN�RIÀFHU��LQ�IURQW�RI�XV��FDOOHG�XS�WKH�,QVXUDQFH�&RPSDQ\
V�RIÀFH�LQ�$KPHGDEDG�EXW�WKHUH�ZDV�QR�UHVSRQVH�WR�LW��,�JRW�WKH�UHFHLSW�RQO\�QRZ��LQ�-DQXDU\������µ�7KH\�DOVR�UHSRUW�WKDW�WKH�%DQNV�RIWHQ�H[SUHVV�WKHLU�LPSDWLHQFH�DQG�GLVSOHDVXUH�DW�KDYLQJ�WR�LVVXH�UHFHLSWV�VLQFH�LW�LV�WKH�,QVXUDQFH�&RPSDQLHV
�UHVSRQVLELOLW\�WR�LVVXH�VHQG�SRVW�WKH�UHFHLSWV�WR�WKH�SROLF\�KROGHUV��

´)DUPHUV��PRVWO\��DUH�HLWKHU�XQOHWWHUHG�RU�HYHQ�LI�OLWHUDWH��DUH�JHQHUDOO\�OHVV�DZDUH�DQG�WKH�EDQNV�DQG�LQVXUDQFH�FRPSDQLHV�WDNH�IXOO�DGYDQWDJH�RI�WKLV�VLWXDWLRQ�µ�+RZ�VR��\RX�SUREH��́ 3DDQL�SDWUDNV��FURS�UHFRUG��ZKLFK�XVHG�WR�

7KHUH�LV�D�SHUWLQHQW�SRLQW�WKDW�0U��$��UDLVHV�LQ�VXSSRUW�RI�KLV�DQJHU�ZLWK�WKH�VFKHPH��´NKHGXWRH������QHH\DPR�QX�SDDODQ�NDUYDQX�DQH�FRPSDQL\R�PDDWH�NRL�QHH\DPR�QDWKL��HPQL�VDPH�NRL�SDJOD�QDWKL�OHYDDWDµ��)DUPHUV�KDYH�WR�DELGH�E\�WKH�UXOHV������EXW�WKH�VDPH�LV�QRW�DSSOLFDEOH�WR�WKH�FRPSDQLHV��WKHUH�DUH�QR�VWHSV�WDNHQ�DJDLQVW�WKHP����7KHUH�DUH�ÀQHV�DQG�SHQDOWLHV�IRU�QRW�KDYLQJ�DQ�RIÀFH��RU�D�SKRQH�RU�KHOSOLQH�RU�IRU�GHOD\HG�VHWWOHPHQW��$,&�KDV�RQO\�RQH�RIÀFH�LQ�$KPHGDEDG�DQG�GLVWULFW�DQG�WDOXND�RIÀFHUV�RSHUDWH�IURP�WKHUH�DV�ZDV�UHYHDOHG�E\�WKH�$,&�FDOO�FHQWUH�LQ�'HOKL�ZKLFK�ZDV�FRQWDFWHG�RQ�WKH�KHOSOLQH�QXPEHU���:KHWKHU�$,&�RU�RWKHU�LQVXUDQFH�FRPSDQLHV�KDYH�EHHQ�ÀQHG�5V����������SHU�GD\�SHU�WDOXND�IRU�QRW�KDYLQJ�DQ�RIÀFH�VHW�XS�LV�QRW�NQRZQ��EXW�ZH�DVVXPH�WKDW�VXFK�D�VWHS�KDV�QRW�EHHQ�WDNHQ��WLOO�GDWH�QR�VXFK�QHZV�RI�LQVXUDQFH�FRPSDQLHV�EHLQJ�ÀQHG�KDYH�FRPH�WR�OLJKW��+RZHYHU��WKH�6%,�*HQHUDO�,QVXUDQFH�&R��KDV�EHHQ�EODFNOLVWHG�E\�WKH�*R*�LQ������IRU�IDLOLQJ�WR�SD\�WKH�LQVXUDQFH�FODLPV�RI�IDUPHUV�DIIHFWHG�E\�WKH�ÁRRGV�LQ�%DQDVNDQWKD�GLVWULFW�LQ���������

7KH�FRPSDQLHV�PD\�FODLP�WKDW�WKH\�DUH�ZHUH�GRLQJ�WKHLU�EHVW�WR�SXEOLFLVH�WKH�VFKHPH��+RZHYHU��LI�WKH\�ZHUH�GRLQJ�VR�IURP�WKH�EHJLQQLQJ��WKHQ�WKH�FODLPV�GXULQJ�WKH�KHDY\�UDLQV�RI������VKRXOG�KDYH�VHHQ�IDUPHUV�PDNLQJ�FODLPV�IRU�FURS�ORVVHV�LQ�WKH�DIIHFWHG�GLVWULFWV�RI�3DWDQ��0RUEL��6XUHQGUDQDJDU��-DPQDJDU�DQG�%DQDVNDQWKD��+RZHYHU��D�PDMRULW\�RI�WKHP�ZHUH�XQDEOH�WR�GR�VR�SULPDULO\�EHFDXVH�WKH\�ZHUH�XQDZDUH�RI�WKH�SURFHVV�RI�ÀOLQJ�FODLPV��

���KWWSV���ZZZ�JVWY�LQ�WKH�DJULFXOWXUH�GHSDUWPHQW�EODFNOLVWHG�VEL�JHQHUDO�LQVXUDQFH�FRPSDQ\�JXMDUDWL�QHZV�)/23�6&+(0(��$Q�DQDO\VLV�RI�WKH�30)%<�LQ�*XMDUDW
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$JDLQ��WKH�*R*�LV�YHU\�FDJH\�ZKHQ�LW�FRPHV�WR�SXEOLFO\�GLVVHPLQDWLQJ�WKH�&URS�&XWWLQJ�([SHULPHQWV��&&(��GDWD� �$�IDUPHU�6KUL�5DWDQVLQK�'RGL\D���KDG�VRXJKW�GDWD�RQ�WKH�&&(V�FRQGXFWHG�DQG�ZKDW�ZDV�UHYHDOHG�E\�WKH�&&(V��+H�ZDV�GHQLHG�WKH�LQIRUPDWLRQ�RQ�JURXQGV�WKDW�́ VXFK�GDWD�IDOOV�XQGHU�WKH�FRQÀGHQWLDO�FDWHJRU\�DQG�WKHUH�DUH�DOO�SRVVLELOLWLHV�WKDW�VXFK�LQIRUPDWLRQ�FDQ�EH�PLVXVHG��KHQFH�XQGHU�WKH�VHFWLRQ�������.���������*���������M���RI�WKH�5LJKW�WR�,QIRUPDWLRQ�$FW�������WKLV�LQIRUPDWLRQ�FDQ
W�EH�GLVFORVHG�RU�VKDUHGµ��7KH�UHOXFWDQFH�RI�WKH�JRYHUQPHQW�WR�SXW�WKLV�GDWD�LQ�WKH�SXEOLF�GRPDLQ�LQ�D�WLPHO\�IDVKLRQ��DQG�PRUHRYHU�WR�GHQ\�WKH�LQIRUPDWLRQ�PDNHV�WKH�JRYHUQPHQW
V�HIIRUWV�WR�VXSUHVV�WKH�LQIRUPDWLRQ�PRUH�FRQVSLFXRXV� � ��'DWD�RQ�&&(V�LV�FUXFLDO�DQG�LW�RXJKW�WR��� �$QQH[XUH���EH�DYDLODEOH�DW�WKH�EORFN�DQG�GLVWULFW�SDQFKD\DW�OHYHO��DORQJ�ZLWK�WKH�FRS\�RI�WKH�URMNDDP��GDLO\�ZRUN�ORJERRN��LQ�WKH�ORFDO�SDQFKD\DW�VWDWLQJ�KRZ�PDQ\�H[SHULPHQWV�ZHUH�FRQGXFWHG�DQG�KRZ�PXFK�\LHOG�ZDV�UHFRUGHG��VD\V�6DJDU�5DEDUL��3UHVLGHQW�.(0�*�

$QG�DORQJ�ZLWK�DOO�RI�WKH�DERYH��WKH�SUHPLXP�UDWHV�IRU�WKH�YDULRXV�FURSV�LQ�WKH�GLVWULFWV�RI�*XMDUDW�UDLVH�DQRWKHU�LVVXH��7KH�JRYHUQPHQW�FODLPV�DUH�WKDW�WKH�IDUPHU�SD\V�D�ÁDW�SUHPLXP�UDWH�RI����IRU�.KDULI�FURSV�������IRU�5DEL�FURSV�DQG����IRU�FRPPHUFLDO�FURSV��ZKLOH�WKH�GLIIHUHQFH�LV�ERUQH�E\�WKH�

EH�HDUOLHU�UHJXODUO\�DQG�GLOLJHQWO\�ÀOOHG�XS�DIWHU�GXH�YHULÀFDWLRQ�DW�WKH�LQGLYLGXDO�IDUP�OHYHO�E\�WKH�YLOODJH�SDQFKD\DW�JUDP�VHYDN�DUH�QRZ�QRW�ÀOOHG�XS�DW�WKH�YLOODJH�OHYHOµ��6R�KRZ�LV�DFUHDJH�GHULYHG"�6DJDU�5DEDUL��3UHVLGHQW��.(0�*�VD\V��́ VLQFH�WKH�ODVW�PDQ\�\HDUV�WKH�$JULFXOWXUH�'LUHFWRUDWH��ZKLFK�FRPSLOHV�WKH�GDWD��UHOLHV�RQ�LQVXUDQFH�GDWD�VLQFH�WKHUH�DUH�QRW�HQRXJK�KXPDQ�UHVRXUFHV�DW�WKH�SDQFKD\DW�OHYHO�ZKR�FDQ�FROOHFW�DQG�HQWHU�WKH�GDWD�µ�%XW�LQVXUDQFH�GDWD�FDQ�EH�PLVOHDGLQJ�RQ�WZR�FRXQWV��ÀUVWO\��WKH�GDWD���DFUHDJH�DV�UHFRUGHG�E\�WKH�LQVXUDQFH�FRPSDQLHV�LV�QRW�WKH�UHDO�DFUHDJH�VLQFH��DV�IDUPHUV�UHSRUW��́ QR�PDWWHU�ZKDW�LV�VRZQ��WKH�IDUPHU�ZLOO�RQO\�GHFODUH�ZKLFKHYHU�LV�OLNHO\�WR�IHWFK�D�KLJKHU�ORDQµ��6HFRQGO\��WKH�IDUPHU�VHHNLQJ�D�ORDQ�LV�PRVWO\�XQDZDUH�RI�LQVXUDQFH�DQG�SUHPLXP�FDOFXODWLRQV��WKH�EDQN�RIÀFLDOV�ÀOO�XS�WKH�FURS�GDWD�E\�WKHPVHOYHV�DQG�RIWHQ�LW�LV�FRQWUDU\�WR�WKH�DFWXDO�VRZLQJ�RSHUDWLRQV�RQ�WKH�JURXQG��)RU�LQVWDQFH��LQ�.KDULI������0U��*'3�RI�'DVDGD�WDOXND�LQ�6XUHQGUDQDJDU�GLVWULFW�ZDV�VKRZQ�LQ�WKH�UHFHLSW�DV�KDYLQJ�VRZQ�ZKHDW��LUULJDWHG��LQ�KLV�ÀHOG��ZKLFK�KH�FDPH�WR�NQRZ�ZKHQ�KH�DVNHG�IRU�WKH�UHFHLSW�DQG�VD\V��́ ,�KDYH�QRW�VRZQ�ZKHDW�LQ�P\�ÀHOG�IRU�WKH�ODVW����\HDUV�RU�VRµ� ���$QQH[XUH���

%RWK�RI�WKHVH�WDNHQ�WRJHWKHU��UHOXFWDQFH�WR�SDUW�ZLWK�WKH�&&(�GDWD�DQG�WKH�DG�KRF�GHULYDWLRQ�RI�DFUHDJH�DQG�FURSV��RSHQV�XS�WKH�ÀHOG�IRU�PDQLSXODWLRQ�RI�DFUHDJHV��FURSV��\LHOGV��DQG�FURS�ORVV�WR�VXLW�WKH�LQVXUDQFH�FRPSDQLHV
�QHHGV��3UHPLXP�UDWHV�
���&&(�LV�D�FUXFLDO�FRPSRQHQW�RI�WKH�30)%<�VLQFH�LW�KHOSV�WR�GHWHUPLQH�WKH�RYHUDOO�\LHOG�LQ�WKH�YLOODJH�DUHD�DQG�LQ�HVWLPDWLQJ�WKH�WKUHVKROG�\LHOGV��7KHVH�WKHQ�EHFRPH�GHWHUPLQDQWV�RI�WKH�FODLP�SD\�RXWV�DQG�WKH�SUHPLXP�UDWHV�DQG�62)��7KH�6/&&&,�LV�VXSSRVHG�WR�EDVH�WKHLU�GHFLVLRQV�RQ�62)�RQ�SDVW�\LHOG�GDWD�EDVHG�RQ�&&(V��FURSSHG�DFUHDJH�DQG�DUULYH�DW�HVWLPDWHG�\LHOG�GXULQJ�WKH�SURSRVHG�VHDVRQ��)RU�SUHPLXP�UDWHV��WR�EH�GHFLGHG�E\�WKH�LQVXUDQFH�FRPSDQLHV��WKH\�ZRXOG�UHO\�RQ����\HDUV�RI�KLVWRULFDO�\LHOG�GDWD�WR�EH�SURYLGHG�WR�WKHP�E\�WKH�VWDWH�JRYHUQPHQW��)RU�DOO�WKLV�WR�KDSSHQ��&&(V�EHFRPH�D�FUXFLDO�FRPSRQHQW�RI�WKH�H[HUFLVH����)LUVW�,QGLD��$KPHGDEDG��:HGQHVGD\��'HFHPEHU���������)/23�6&+(0(��$Q�DQDO\VLV�RI�WKH�30)%<�LQ�*XMDUDW
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JRYHUQPHQW��+RZHYHU��LW�LV�QRW�XQLIRUPO\�VR��2XU�FRPSDULVRQV�RI�WKH�SUHPLXP�UDWHV�IRU�YDULRXV�FURSV�LQ�DOO�WKH�GLVWULFWV�RI�*XMDUDW�VKRZ�WKDW�WKHUH�DUH�PDQ\�FURSV�IRU�ZKLFK�WKH�SUHPLXP�LV����RU������RU����RU�OHVV�IRU�FRPPHUFLDO�FURSV�DQG�LQ�WKHVH�FDVHV�WKH�HQWLUH�SUHPLXP�DPRXQW�LV�ERUQH�E\�WKH�IDUPHU��$QG�WKHVH�DUH�QRW�LVRODWHG�LQVWDQFHV��,Q�WKH�.KDULI������DQG������VHDVRQV�WKH�GLVWULFW�RI�&KKRWD�8GHSXU�VDZ�D�XQLIRUP�SUHPLXP�UDWH�RI����IRU�DOO�FURSV��7KLV�HIIHFWLYHO\�PHDQV�WKDW�&KKRWD�8GHSXU��RQH�RI�WKH�SRRUHU�DQG�EDFNZDUG�GLVWULFWV�RI�*XMDUDW��GLG�QRW�UHFHLYH�D�VLQJOH�SDLVD�E\�ZD\�RI�JRYHUQPHQW�VXEVLG\�LQ�SUHPLXP�DQG�LW�ZDV�HQWLUHO\�IDUPHUV
�FRQWULEXWLRQ��
��&KKRWD�8GHSXU��.KDULI������������������DQG�������

:H�QRZ�VKRZ�WKH�SUHPLXP�UDWHV�IRU�&DVWRU �²�RI�ZKLFK�*XMDUDW�LV�RQH�RI���WKH�KLJKHVW�SURGXFHUV��,W�LV�D�JHQHUDOO\�KDUG\�FURS�DQG�VXLWHG�WR�WKH�GU\�FRQGLWLRQV�RI�*XMDUDW��LQ�RWKHU�ZRUGV��D�ORZ�ULVN�FURS��,Q�WKH�PDMRU�GLVWULFWV�ZKHUH�LW�LV�JURZQ�WKH�SUHPLXP�UDWHV�DUH�LQ�WKH�ORZ�UDQJH�RI��������%XW�LQ�7DSL�GLVWULFW�LW�ZDV�����LQ������ZKLFK�URVH�WR�����LQ������DQG�������$QG�ZKDW�LV�PRUH��7DSL�LQ�VRXWK�*XMDUDW�UHFHLYHV�KHDY\�UDLQIDOO�DQG�FDVWRU�LV�QRW�HYHQ�PHQWLRQHG�DV�D�FURS�WKHUH��7KH�PDLQ�FURSV�RI��7DSL�DUH�SDGG\��VRUJKXP��VXJDUFDQH��JURXQGQXW��FRWWRQ��DQG�WKH�KRUWLFXOWXUDO�FURSV�DUH�0DQJR��6DSRWD��%DQDQD��3DSD\D��&XVWDUG�DSSOH��2NUD��%ULQMDO��2QLRQ��&KLOL�DQG�7RPDWR��&OHDUO\�WKH�KLJK�SUHPLXP�UDWH�RI�����LV�QRW�ZDUUDQWHG��DQG�LQ�IDFW��FDVWRU�GRHV�QRW�HYHQ�PHULW�WR�EH�GHFODUHG�DV�D�QRWLÀHG�FURS�IRU�7DSL�GLVWULFW��

���%HFDXVH�RI�LWV�GHHS�URRW�V\VWHP��GURXJKW�KDUGLQHVV�DQG�TXLFN�JURZWK��LW�ÀQGV�D�SODFH�RI�SUHVWLJH�LQ�WKH�FURSSLQJ�V\VWHPV�RI�GU\ODQG�DJULFXOWXUH�LQ�VHPL�DULG�]RQHV�RI�,QGLD��«�7KH�SODQW�LV�FRQVLGHUHG�WR�EH�YHU\�UHVLVWDQW�WR�GURXJKW�EXW�HYHQ�WKHQ�DERXW��������PP�HYHQO\�GLVWULEXWHG�UDLQIDOO�LV�UHTXLUHG�IRU�RSWLPXP�JURZWK��«6RLO��&DVWRU�FDQ�EH�VXFFHVVIXOO\�JURZQ�RQ�DQ\�W\SH�RI�VRLOV�H[FHSW�FOD\V�DV�WKH�FDVWRU�FURS�LV�KLJKO\�VXVFHSWLEOH�WR�ZDWHU�ORJJHG�FRQGLWLRQV��,W�LV�JHQHUDOO\�JURZQ�RQ�UHG�ORDP�VRLOV�LQ�SHQLQVXODU�,QGLDQ�DQG�RQ�OLJKW�DOOXYLDO�VRLOV�LQ�QRUWKHUQ�VWDWHV��,QIHULRU�VRLOV�QRW�ÀW�IRU�YDOXDEOH�FRPPHUFLDO�DQG�IRRG�FURSV�DUH�RIWHQ�XVHG�IRU�UDLVLQJ�FDVWRU�FURS��7KH�FURS�FDQQRW�WROHUDWH�DONDOLQLW\�RI�VRLO�EXW�ZLWKVWDQG�VOLJKW�WR�PRGHUDWH�DFLGLW\�RI�VRLO��KWWSV���NYN�LFDU�JRY�LQ�$3,�&RQWHQW�33XSORDG�N����B���SGI

���*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�QR��3)%������������.����'WG������������*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%������������.����'WG������������*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%�������������.����'WG������������*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%�������������.����'WG������������

���KWWS���ZZZ�FULGD�LQ�&3������VWDWHZLVHSODQV�*XMDUDW����3GI��1$8�1DYVDUL�*8-������7DSL��������������SGI

���%DQDQD�LV�D�QRWLÀHG�PLQRU�FURS�IRU�&KKRWD�8GHSXU�GLVWULFW����WDOXNDV��SHU�WKH�*5�1R���3)%������������.����GDWHG�������������WKLV�*5�GRHV�QRW�FDUU\�WKH�GHWDLOV�RI�WKH�62)�DQG�DFWXDULDO�SUHPLXP�UDWHV��62)�DQG�SUHPLXP�UDWHV�DUH�WR�EH�IRXQG�LQ�*5�1R���3)%������������.����GDWHG�������������ZKLFK�KRZHYHU��GRHV�QRW�FDUU\�WKH�62)�DQG�SUHPLXP�UDWHV�IRU�&OXVWHU���GLVWULFWV�RI�ZKLFK�&KKRWD�8GHSXU�ZDV�D�SDUW�DQG�DOORWWHG�WR�$,&�
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3UHPLXP�UDWHV�����DFURVV�GLVWULFWV�XQGHU�30)%<�²��.KDULI������������������������
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7KH�PDMRU�FDVWRU�SURGXFLQJ�GLVWULFWV�DUH�KLJKOLJKWHG�LQ�JUH\�FHOOV��7KH�VXGGHQ�MXPSV�RU�GURSV�DUH�KLJKOLJKWHG�LQ�EOXH�IRQWV��

��5DMNRW�KDG�WKH�KLJKHVW�DYHUDJH�\LHOG�RI�&RWWRQ��,��LQ������������������DQG����������IROORZHG�E\�%KDYQDJDU� �8QGHU�30)%<��WKH���%KDYQDJDU�IDUPHUV�SDLG�D�SUHPLXP�RI�5V����������DQG���������#����LQ�.KDULI������DQG������UHVSHFWLYHO\�DQG�WKH�JRYHUQPHQW�SDLG�5V����ZKLOH�WKH�5DMNRW�IDUPHU�SDLG�5V����������DQG���������DV�SUHPLXP�#��������DQG�WKH�JRYHUQPHQW�SDLG�5V�����������DQG����������DV�SUHPLXP�VXEVLG\��$JUR�FOLPDWLF�FRQGLWLRQV�LQ�ERWK�GLVWULFWV�DUH�VLPLODU� ��:KLOH�WKHUH�LV�QRW�PXFK�GLIIHUHQFH�LQ�WKH�SUHPLXP���SD\PHQWV�E\�WKH�IDUPHUV�WKH�JRYHUQPHQW�LV�SD\LQJ�PXFK�PRUH�DV�VXEVLG\�LQ�5DMNRW�WKDQ�LQ�%KDYQDJDU���7KH�DQRPDO\�LV�YHU\�VWULNLQJ�DQG�WKH�UHDVRQ�XQNQRZQ��

��5DEL����������:KHDW��,���*LU�6RPQDWK�GLVWULFW��IRU�6,�RI�5V�����������SHU�KD��IRU�DQ�DFWXDULDO�SUHPLXP�RI�������WKH�IDUPHU�SDLG�5V��������ZKLOH�WKH�JRYHUQPHQW�SDLG�5V�����������5DEL�������2QLRQ��*LU�6RPQDWK�GLVWULFW��6,�5V�����������SHU�KD��DQG�DFWXDULDO�UDWH�RI�������WKH�IDUPHU�SDLG�5V����������ZKLOH�WKH�JRYHUQPHQW�SDLG�5V������
����5DEL�������&XPLQ� �-XQDJDGK��6,�5V�����������SHU�KD��#����WKH�IDUPHU�SDLG�WKH�HQWLUH�5V����������WKH�JRYHUQPHQW�QRWKLQJ�DW�DOO����5DEL�������&XPLQ��6XUHQGUDQDJDU��6,�5V�����������#����WKH�IDUPHU�SDLG�WKH�HQWLUH�5V��������

3UHPLXP�UDWHV�IRU�IDUPHUV�DUH�KLJKHU�RU�HTXDO�WR�WKH�VXEVLG\�E\�VWDWH�DQG�FHQWUDO�JRYHUQPHQW�FRPELQHG�IRU�PDQ\�FURSV��LQ�PDQ\�VHDVRQV�DQG�GLVWULFWV�DQG�LQ�PDQ\�FDVHV�QRW�DW�DOO��7KH�LQVWDQFHV�OLVWHG�EHORZ�KDYH�EHHQ�GHULYHG�IURP�WKH�30)%<�ZHEVLWH�ZZZ�SPIE\�JRY�LQ�́ SUHPLXP�FDOFXODWRUµ��.KDULI������DQG�.KDULI�������&RWWRQ��,���*LU�6RPQDWK�GLVWULFW����IRU�6,�RI�5V�����������SHU�KD��IRU�DQ�DFWXDULDO�SUHPLXP�RI����WKH�IDUPHU�KDV�SDLG�5V����������ZKLOH�́ SUHPLXP�SDLG�E\�JRYHUQPHQWµ�LV�5V������

���*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�QR��3)%������������.����'WG������������
*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%�������������.����'WG������������*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%�������������.����'WG���������������&XPLQ�LV�D�YHU\�ZHDWKHU�VHQVLWLYH�FURS��DQG�IDUPHUV�URXWLQHO\�VXIIHU�GDPDJH�DQG�ORVV����'LUHFWRUDWH�RI�$JULFXOWXUH��*XMDUDW�6WDWH�KWWSV���GDJ�JXMDUDW�JRY�LQ�LPDJHV�GLUHFWRURIDJULFXOWXUH�SGI�DS\B����BÀQDO�SGI���1RUWK�6DXUDVKWUD��7KLV�VXE�]RQH�LQFOXGHV�WKH�GLVWULFWV�RI�$PUHOL��%KDYQDJDU��-DPQDJDU��5DMNRW�DQG�6XUHQGUDQDJDU��7KH�UHJLRQ�UHFHLYHV�����PP�RI�UDLQIDOO�DQG�WKH�FOLPDWH�LV�VHPL�DULG���6WXG\�5HODWLQJ�WR�)RUPXODWLQJ�/RQJ�7HUP�0HFKDQL]DWLRQ�6WUDWHJ\�)RU�(DFK�$JUR�&OLPDWLF�=RQH�6WDWH�,Q�,QGLD��KWWS���IDUPHFK�GDF�JRY�LQ����������$&=������������SGI�

*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%������������.����'WG������������
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:H�DUH�QRW�KHUH�DUJXLQJ�IRU�PRUH�SUHPLXP�UDWHV�DQG�RU�PRUH�JRYHUQPHQW�VKDUH�RI�VXEVLG\��UDWKHU�WKH�SRLQW�EHLQJ�PDGH�LV�WKH�UDWLRQDOLVDWLRQ�RI�WKH�SUHPLXP�UDWHV��7KH�UHSRUW�RQ�30)%<�E\�&6(�KDV�DOVR�IRXQG�WKDW�*XMDUDW�SD\V�WKH�KLJKHVW�DFWXDULDO�SUHPLXPV��ZKLOH�WKHUH�EHLQJ�QR�FRUUHODWLRQ�EHWZHHQ�WKH�SUHPLXP�UDWHV�DQG�WRWDO�SURGXFWLRQ�RU�WKH�UHSRUWHG�FURS�ORVV��0RUHRYHU��ZKHUH�SUHPLXP�UDWHV�DUH�ORZ��LQ�WKH������UDQJH��WKH�JRYHUQPHQW�FDQ�WKLQN�RI�EHDULQJ�WKH�HQWLUH�EXUGHQ�RI�WKH�SUHPLXP��:H�QRZ�FRPSDUH�WKH�SUHPLXP�UDWHV�IRU�GLIIHUHQW�FURSV�LQ���GLVWULFWV�IRU�WKH���VHDVRQV�²�.KDULI������DQG�������7KH�WZR�VHWV�RI�GLVWULFWV�DUH�-DPQDJDU��'HYEKXPL�'ZDUND�DQG�0RUEL�LQ�6DXUDVKWUD�DQG�1DUPDGD��1DYVDUL�DQG�7DSL�LQ�6RXWK�*XMDUDW��7KH\�DUH�FRQWLJXRXV�GLVWULFWV�ZLWK�VLPLODU�DJUR�FOLPDWLF�FRQGLWLRQV�DQG�FURSSLQJ�SDWWHUQ�� �� ��$FWXDULDO�3UHPLXP�5DWHV����RI�6,��LQ���GLVWULFWV�RI�6DXUDVKWUD� �

7KH�DERYH�WDEOH�PDNHV�LW�FOHDU�WKDW�WKHUH�LV�D�VLJQLÀFDQW�GLIIHUHQFH�LQ�WKH�SUHPLXPV�TXRWHG�LQ�WKH�WKUHH�GLVWULFWV�IRU�VRPH�FURSV��)RU�LQVWDQFH��IRU�JURXQGQXW�WKH�SUHPLXP�LQ�-DPQDJDU�LQ������LV��������ZKLOH�LW�LV��������LQ�0RUEL��QHDUO\�GRXEOH��6LPLODUO\�IRU�VHVDPLXP��LW�LV�������LQ�-DPQDJDU�ZKLOH�LW�LV��������LQ�'HYEKXPL�'ZDUND��QHDUO\���WLPHV�WKDW�LQ�-DPQDJDU�ZKLOH�LW�LV��������LQ�0RUEL��VL[�WLPHV�PRUH�WKDQ�-DPQDJDU��&DVWRU�DOVR�KDV�D�YDVW�GLIIHUHQFH�²�LQ������LW�ZDV������
���*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�QR��3)%������������.����'WG������������*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%������������.����GWG������������*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%�������������.����'WG������������*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%�������������.����'WG������������

��� 7KH� PDMRU� FURSV� QRWLÀHG� LQ� WKH� �� GLVWULFWV� RI�6DXUDVKWUD�SHU�WKH�*5�RI������DUH��*URXQGQXW�DQG�&RWWRQ�,UULJDWHG��ZKLOH�WKH�PLQRU�FURSV�DUH�0XQJ��-RZDU��%DMUD��8GDG��*URXQGQXW��&DVWRU��6HVDPLXP��&RWWRQ��LUULJDWHG�DQG�XQLUULJDWHG���ZKLOH�IRU������WKH\� DUH�� *URXQGQXW� DQG� &RWWRQ� �,UULJDWHG� DQG�8QLUULJDWHG��� ZKLOH� WKH� PLQRU� FURSV� DUH� 0XQJ��-RZDU��%DMUD��8GDG��*URXQGQXW��&DVWRU��6HVDPLXP��&RWWRQ��LUULJDWHG�DQG�XQLUULJDWHG���
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LQ�-DPDQDJDU�ZKLOH�LW�ZDV�����LQ�'HYEKXPL�'ZDUND��WKUHH�WLPHV�WKDW�RI�-DPQDJDU��EXW�RQO\����LQ�0RUEL��KDOI�RI�-DPQDJDU�DQG�QHDUO\�VHYHQ�WLPH�OHVV�WKDQ�'HYEKXPL�'ZDUND���,Q�������JURXQGQXW�LQ�0RUEL�GLVWULFW�DWWUDFWHG�D�SUHPLXP�UDWH�RI�����RI�WKH�6,����,I�ZH�FRPSDUH�WKH�WZR�\HDUV�WKHUH�LV�D�YHU\�REYLRXV�MXPS�LQ�WKH�SUHPLXP�UDWHV��0XQJ��&RWWRQ��,���&DVWRU�LQ�'HYEKXPL�'ZDUND��6HVDPLXP��8GDG�LQ�-DPQDJDU�DQG�*URXQGQXW�LQ�0RUEL�VKRZ�D�VXEVWDQWLDO�ULVH�LQ�SUHPLXP�UDWHV�EHWZHHQ�WKH�WZR�\HDUV��
�� ��$FWXDULDO�3UHPLXP�5DWHV���DJH��LQ���GLVWULFWV�RI�6��*XMDUDW� �

,Q�WKH�FDVH�RI�6��*XMDUDW��WKHUH�LV�QR�VWDUN�GLIIHUHQFH�EHWZHHQ�WKH�WKUHH�GLVWULFWV�IRU�WKH�\HDU�������DQG�HYHQ�IRU�WKH�GLVWULFW�RI�1DUPDGD�EHWZHHQ�WKH�WZR�\HDUV��+RZHYHU��IRU�1DYVDUL�DQG�7DSL�GLVWULFWV��WKHUH�LV�D�KXJH�MXPS�EHWZHHQ�WKH�WZR�\HDUV�DV�VKRZQ�LQ�WKH�WDEOH�DERYH��SUHPLXP�UDWHV�LQ�1DYVDUL�DQG�7DSL�KRYHU�LQ�WKH�UDQJH�RI��������RI�WKH�6,��ZKLFK�ZRXOG�EH�KLJK�E\�DQ\�UHFNRQLQJ��7KH�SUHPLXP�UDWHV�DUH�D�SHUFHQWDJH�RI�WKH�6XP�,QVXUHG��6,��SHU�KHFWDUH�DQG�WKH�SUHPLXP�DPRXQW�ZLOO�LQFUHDVH�LI�WKH�6,�LQFUHDVHV��7KH� *R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%�������������.����'WG������������

���*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�QR��3)%������������.����'WG������������*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%������������.����GWG������������

���0DMRU�FURSV�RI�WKH���GLVWULFWV�RI�6��*XMDUDW�SHU�WKH�*5�RI�������$QQH[XUH�WR�*R*��$�	�&�'HSW�
V�*5�1R��3)%������������.���'DWHG������������DUH��&RWWRQ��,UULJDWHG�DQG�8QLUULJDWHG���DQG�3DGG\��,UULJDWHG�DQG�8QLUULJDWHG��ZKLOH�WKH�PLQRU�FURSV�DUH�3DGG\��,UULJDWHG�DQG�8QLUULJDWHG���-RZDU��8GDG��7XU��*URXQGQXW��0DL]H��&RWWRQ��LUULJDWHG�DQG�XQLUULJDWHG��DQG�%DQDQD��0DMRU�FURSV�RI�WKH���GLVWULFWV�RI�6��*XMDUDW�SHU�WKH�*5�RI������DUH��&RWWRQ��,UULJDWHG�DQG�8QLUULJDWHG���7XU�DQG�3DGG\��,UULJDWHG�DQG�8QLUULJDWHG��ZKLOH�WKH�PLQRU�FURSV�DUH�0DWK��-RZDU��8GDG��7XU��*URXQGQXW��0DL]H��&RWWRQ��LUULJDWHG�DQG�XQLUULJDWHG��DQG�%DQDQD��
*R*��'HSW��RI�$JULFXOWXUH�DQG�&RRSHUDWLRQ��*5�1R��3)%�������������.����'WG������������
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3HU�WKH�GDWD�RQ�RIÀFHV�RI�LQVXUDQFH�SURYLGHUV�LQ�*XMDUDW�JOHDQHG�IURP�WKH�+DQGERRN�RQ�,QGLDQ�,QVXUDQFH�6WDWLVWLFV��������� �DOO�EXW�����SURYLGHUV��1,$�DQ�8,,��RI�WKH�����$,&��+')&�(UJR��,))&2�7RNLR��5HOLDQFH�*HQHUDO��8QLYHUVDO�6RPSR��%KDUWL�$;$�DQG�%DMDM�$OOLDQ]��KDYH�LQDGHTXDWH�RIÀFH�LQIUDVWUXFWXUH� ��0RUH�LPSRUWDQWO\���$QQH[XUH���WKHUH�KDV�EHHQ�D�PLQLPDO�RU�LQVLJQLÀFDQW�LQFUHDVH�LQ�WKH�QXPEHU�RI�RIÀFHV�LQ�WKH�\HDUV�VLQFH�WKH�LQWURGXFWLRQ�RI�30)%<�L�H�������RYHU�WKH�HDUOLHU�\HDU��7KLV�PHDQV�WKDW�QHZ�RIÀFHV�ZHUH�QRW�VHW�XS��

*LYHQ�WKH�VLWXDWLRQ�MXVW�UHFRXQWHG��LW�LV�QR�VXUSULVH�WKDW�UHSRUWV�RI�ZLQGIDOO�SURÀWV�E\�LQVXUDQFH�FRPSDQLHV�VWDUWHG�WR�PDNH�WKH�URXQGV�VLQFH�WKH�ÀUVW�\HDU��6FUROO�LQ��&6(��7KH�:LUH���7KHVH�KDYH�EHHQ�UHIXWHG�E\�WKH�JRYHUQPHQW� �WKH�EDQNV��WKH�LQVXUDQFH�FRPSDQLHV��,5'$,�HWF����7KHLU�FRQWHQWLRQ�LV�WKDW�WKH�LQVXUDQFH�FRPSDQLHV�DOVR�KDYH�WR�EHDU�WKH�FRVW�RI�UHLQVXUDQFH�DV�ZHOO�DV�FODLP�SD\�RXWV�HWF��DQG�RYHU�VRPH�\HDUV�WKH�SURÀW�PDUJLQV�ZRXOG�ÁDWWHQ�RXW��7KH�SRLQW�WKDW�WKH�YDULRXV�DJHQFLHV�DQG�LQGLYLGXDOV�PDNH�LV�WKDW�SUHPLXPV�DQG�VXEVLGLHV�WRJHWKHU�ZLWK�ORZ�FODLP�SD\RXWV�FRQWULEXWH�WR�WKH�SURÀWV��:KLOH�WKLV�PD\�EH�WUXH��WKH�RWKHU�SDUW�RI�WKH�VWRU\�LV�HTXDOO\�LPSRUWDQW��,W�KDV�EHHQ�IRXQG�WKDW�WKH�FRPSDQLHV�KDYH�QRW�VHW�XS�WKH�PDQGDWHG�LQIUDVWUXFWXUH�LQ�WHUPV�RI�RIÀFHV��VWDWH��GLVWULFW�DQG�WDOXND���TXDOLÀHG�VWDII��SKRQHV�DQG�KHOSOLQHV��DQG�WKH�PXFK�QHHGHG�DZDUHQHVV�GULYHV�WKURXJK�PXOWLSOH�PHGLD��$OPRVW�DOO�SHRSOH�WKDW�ZH�KDYH�VSRNHQ�WR�DWWHVWHG�WR�ODFN�RI�RIÀFHV��RU�SKRQH�FDOOV�QRW�EHLQJ�DQVZHUHG�RU�TXHULHV�EHLQJ�VWDOOHG�RU�LJQRUDQFH�DERXW�WUDLQLQJ�SURJUDPPHV��RU�ELOOERDUGV�RU�SDPSKOHWV��

6,�LV�OLQNHG�WR�WKH�DSSUR[LPDWH�FRVW�RI�SURGXFWLRQ�RI�WKH�FURS�SHU�KHFWDUH��%XW�SUHPLXP�UDWHV�DUH�EDVHG�RQ�WKH�ULVN�FDOFXODWLRQ�DQG�FODLPV�LQ�WKH�SUHFHGLQJ�VHDVRQ�DQG�LW�LV�DOVR�D�EXUGHQ�RQ�WKH�IDUPHUV�SROLF\�KROGHUV��´7KHUH�LV�D�PLVXQGHUVWDQGLQJ�WKDW�LQVXUDQFH�FRPSDQLHV�VHWWOH�FODLPV�IURP�WKHLU�SRFNHW��1RW�PDQ\�XQGHUVWDQG�WKDW�LW�LV�WKH�FXVWRPHUV�ZKR�SD\�IRU�LW��´/DVW�\HDU
V�FODLPV��\HW�WR�EH�VHWWOHG��KDYH�SXVKHG�XS�WKH�DFWXDULDO�SUHPLXP�IRU�JURXQGQXW�LQ�*XMDUDW�E\�RQH�WKLUG��$FWXDULDO�SUHPLXP�UDWH�IRU�JURXQGQXW�DQG�FRWWRQ�LQ�5DMNRW�KDV�JRQH�XS�WR������SHU�FHQW�IURP����SHU�FHQW�ODVW�\HDU�µ�WKH�VRXUFHV�VDLG����+RZ�LQVXUDQFH�FRPSDQLHV�FDOFXODWH�WKH�ULVN�IDFWRU�LQ�GLVWULFWV�IRU�GLIIHUHQW�FURSV�LV�D�PDWWHU�RQ�ZKLFK�WKH�LQVXUDQFH�FRPSDQLHV�VKRXOG�EH�PRUH�IRUWKFRPLQJ��7KH�GHFLVLRQV�RQ�SUHPLXP�UDWHV�DUH�PLUHG�LQ�VHFUHF\�DQG�LW�LV�QRW�NQRZQ�KRZ�DQG�RQ�ZKDW�SDUDPHWHUV�LQVXUDQFH�FRPSDQLHV�GHFLGH�WKH�SUHPLXP�UDWHV��DQG�KRZ�DQG�RQ�ZKDW�EDVLV�WKH�JRYHUQPHQW�DSSURYHV�WKH�VDPH��&ODLPV�RI�ZLQGIDOO�SURÀWV�IRU�LQVXUDQFH�FRPSDQLHV

���+LQGX�%XVLQHVV�/LQH��KWWSV���ZZZ�EXVLQHVV�VWDQGDUG�FRP�DUWLFOH�SWL�VWRULHV�QR�ZLQGIDOO�JDLQV�WR�SULYDWH�LQVXUHUV�XQGHU�SPIE\�FHQWUH�������������B��KWPO

���+LQGX�%XVLQHVV�/LQH��KWWSV���ZZZ�WKHKLQGXEXVLQHVVOLQH�FRP�HFRQRP\�SROO�\HDU�ERXQW\�DIWHU�ULFK�KDUYHVW�JXMDUDW�IDUPHUV�JHW�FURSORVV�FODLPV�DUWLFOH��������HFH�¬
���+DQGERRN�RQ�,QGLDQ�,QVXUDQFH�6WDWLVWLFV����������ZZZ�LUGDL�JRY�LQ�>6WDWH�ZLVH�1XPEHU�RI�2IÀFHV�RI�*HQHUDO�	�6WDQGDORQH�,QVXUHUV@¬)/23�6&+(0(��$Q�DQDO\VLV�RI�WKH�30)%<�LQ�*XMDUDW
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)RU�LQVWDQFH��,))&2�72.,2�ZDV�WKH�VROH�LQVXUDQFH�SURYLGHU�LQ����GLVWULFWV�IRU�WKH�5DEL���������VHDVRQ��KRZHYHU��LW�KDV�D�WRWDO�RI�RQO\����RIÀFHV�LQ�*XMDUDW�LQ�������3HU�LWV�ZHEVLWH �KRZHYHU�LW�KDV������RIÀFHV�LQ����GLVWULFWV��ZKLFK�PHDQV�WKDW����GLVWULFWV�GLG�QRW�KDYH�RIÀFHV��8QLYHUVDO�6RPSR�KDV�D�WRWDO�RI���RIÀFHV��ZKHUHDV�LW�KDV�EHHQ�DOORWWHG����GLVWULFWV��+')&�(UJR�*HQHUDO�,QVXUDQFH�&R��WRR�KDV�D�WRWDO�RI����EXW�LWV�ZHEVLWH�VD\V�LW�KDV���RQO\�� �7KH\�SURYLGHG�30)%<���WR����GLVWULFWV�LQ�.KDULI������EXW�KDG�RQO\���RIÀFHV�WKHQ��5HOLDQFH�*HQHUDO�VHHPV�WR�KDYH�DQ�DGHTXDWH�QXPEHU�RI�RIÀFHV������DFFRUGLQJ�WR�WKH�QXPEHU�RI�GLVWULFWV�WKDW�WKH\�DUH�VHUYLFLQJ��ZKLFK�LV�����3HU�WKH�ZHEVLWH� �LW�KDV����RIÀFHV��+RZHYHU��RQO\���RI�WKH����GLVWULFWV�LQ�WKH�����FOXVWHUV�WKDW�WKH\�VHUYLFH�KDYH�RIÀFHV�YL]��5DMNRW��6XUDW�DQG�%KDYQDJDU��WKH�UHVW�RI�WKH���GLVWULFWV��7DSL��1DYVDUL��'DQJ��9DOVDG��'HYEKXPL�'ZDUND��3RUEDQGDU��$UYDOOL�DQG�.KHGD��KDYH�QR�RIÀFHV��6LPLODUO\�IRU�%KDUWL�$;$��ZKLFK�KDV���DQG���RIÀFHV�LQ������DQG������UHVSHFWLYHO\�IRU���GLVWULFWV��%XW�RQ�FKHFNLQJ�RQ�WKH�ZHEVLWH�RI�%KDUWL�$;$�LW�DSSHDUV�WKDW�WKH\�KDYH�LQ�IDFW����RIÀFHV� �%XW���RI�WKRVH�DUH���VLWXDWHG�LQ�RQH�FLW\�RQO\�YL]��9DGRGDUD��ZKLFK�LV�RQH�RI�WKH���GLVWULFWV�LW�LV�VHUYLQJ��7KH�UHVW�RI�WKH���GLVWULFWV��-DPQDJDU��0DKLVDJDU��'DKRG��*LU�6RPQDWK�DQG�&KKRWD�8GHSXU��LQ�WKH�FOXVWHU�DOORWWHG�WR�WKHP�KDYH�QR�RIÀFH���%DMDM�$OOLDQ]�LV�VKRZQ�DV�KDYLQJ����RIÀFHV��EXW�WKH�ZHEVLWH �VKRZHG�����2I�WKHVH��RQO\���DUH�LQ�WKH�GLVWULFWV�DOORWWHG�WR���LW��WKH�UHVW�RI�WKH���GLVWULFWV�KDYH�QR�RIÀFHV��$JULFXOWXUH�,QVXUDQFH�&RPSDQ\�RI�,QGLD��$,&��KRZHYHU��KDV�RQO\���RIÀFH�LQ�*XMDUDW�DQG�RQ�FKHFNLQJ�IRU�LW�RQ�WKH�ZHEVLWH�LW�VKRZHG�XS�RQO\�RQH�RIÀFH�LQ�$KPHGDEDG�DQG�ZDV�FRUURERUDWHG�E\�WKHLU�RIÀFH�ZKHQ�FRQWDFWHG�RQ�WKH�KHOSOLQH�QXPEHU���7KLV�LV�D�FRQFHUQ�VLQFH�LW�KDV�EHHQ�VHOHFWHG�WKH�PRVW�QXPEHU�RI�WLPHV���7KLV�LV�DOVR�D�JULHYDQFH�WKDW�IDUPHUV�YRLFH�ZLWK�UHJDUG�WR�WKH�LQVXUDQFH�SURYLGHUV��YL]��WKH\�KDYH�D�PLQLPDO�RU�QR�SUHVHQFH�LQ�WKH�GLVWULFW�DQG�QR�RQH�NQRZV�WKHP��,I�WKH\�DUH�QRW�SUHVHQW�LQ�WKH�GLVWULFW�KHDGTXDUWHUV��KRZ�DUH�WKH�IDUPHUV�WR�LQIRUP�WKH�LQVXUDQFH�FRPSDQ\��IRU�LQVWDQFH��DERXW�FKDQJH�RI�FURS�SODQ�ZKLFK�WKH\�DUH�VXSSRVHG�WR�GR�ZLWKLQ�D�ZHHN�RI�VRZLQJ��&OHDUO\�LW�ZRXOG�EH�LPSRVVLEOH�IRU�DQ�LQGLYLGXDO�IDUPHU�WR�WDNH�WLPH�RXW�GXULQJ�WKH�EXV\�VRZLQJ�VHDVRQ�IRU�WKLV�WDVN��ZKLFK�PD\�HQWDLO�JRLQJ�WR�$KPHGDEDG�RU�HOVHZKHUH���7KHUH�DUH�SURYLVLRQV�IRU�SHQDOW\�RI�5V����������SHU�GD\���WDOXND�IRU�QRW�RSHQLQJ�RIÀFHV�ZKLFK�LV�PHQWLRQHG�LQ�WKH�*5���:KHWKHU�WKH�LQVXUDQFH�FRPSDQLHV�ZKLFK�GLG�QRW�KDYH�RIÀFHV�LQ�WKH�GLVWULFWV��DV�PHQWLRQHG�DERYH��ZHUH�LQ�IDFW�ÀQHG�IRU�WKLV�RPLVVLRQ�LV�QRW�NQRZQ��7KH�SRLQW�DERXW�LQDGHTXDWH�DZDUHQHVV�GULYHV�KDV�EHHQ�PDGH�LQ�WKH�SUHFHGLQJ�VHFWLRQ��
���$FFHVVHG�RQ��WK�-DQ��������
���$FFHVVHG�RQ��WK�-DQ����������$FFHVVHG�RQ��WK�-DQ�������
���$FFHVVHG�RQ��WK�-DQ�������
���$FFHVVHG�RQ��WK�-DQ�������
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,W�LV�WKHVH�VDYLQJV�RQ�FRVWV��KXPDQ�UHVRXUFHV�WR�ÀOO�WKH�IRUPV��UHFHLSWV�DQG�FRSLHV�RI�SROLF\�GRFXPHQW��DZDUHQHVV�GULYHV��RIÀFHV��SKRQHV�DQG�KHOSOLQHV��WKDW�FRPSDQLHV�UHVRUW�WR�ZKLFK�FRQVWLWXWHV�XQHDUQHG�DQG�XQPHULWHG�SURÀWV��7KLV�DGGV�WR�WKH�JHQHUDO�FRPSODLQW�RI�SD\�RXWV�EHLQJ�IDU�OHVV�WKDQ�FODLPV�DQG�LQ�QR�ZD\�FRPPHQVXUDWH�WR�ORVVHV�VXIIHUHG��3URÀW��LQ�LWVHOI��LV�QRW�DQ�LVVXH�EXW�GHOLEHUDWHO\�GHQ\LQJ�VHUYLFHV�DQG�SURGXFW�GHOLYHU\�WR�WKH�EHQHÀFLDULHV��UHVXOWLQJ�

$QG�WKHQ�WKH�LVVXH�RI�ÀOOLQJ�LQVXUDQFH�IRUPV�RQOLQH��

,I�WKH�KHOSOLQH�LV�QRW�XVHU�IULHQGO\��HVSHFLDOO\�JLYHQ�WKH�GHPRJUDSKLFV�WKDW�LW�LV�PHDQW�IRU�YL]��IDUPHUV�RI�*XMDUDW��WKHQ�LW�VKRXOG�EH�FRQVLGHUHG�DV�WDQWDPRXQW�WR�QRW�SURYLGLQJ�WKH�IDFLOLW\��7KHUH�LV�D�SURYLVLRQ�RI�SHQDOW\�IRU�WKLV�RPLVVLRQ�DV�ZHOO��RI�5V��������EXW�ZKHWKHU�WKH�SUREOHPDWLF�SURYLVLRQ�KDV�EHHQ�WUHDWHG�DV�QRQ�FRPSOLDQFH�DQG�EHHQ�SHQDOLVHG�LV�QRW�NQRZQ��

´7KH�FURS�ORVV�IRUP�LV�LQ�(QJOLVK��+RZ�ZLOO�DQ�RUGLQDU\�IDUPHU�ÀOO�LW"�6RPH�RI�XV�\RXWKV�ZKR�DUH�HGXFDWHG�WKHQ�YROXQWHHUHG�DQG�KHOSHG�WKHP�LQ�ÀOOLQJ�WKH�IRUPV�DQG�GLUHFWHG�WKHP�DV�WR�WKH�QH[W�VWHSV��«�(YHQ�WKH�LQVXUDQFH�SROLF\�LV�WR�EH�ÀOOHG�RQOLQH��1DWXUDOO\�PRVW�IDUPHUV�DUH�XQDEOH�WR�GR�LW��6R�WKH\�JR�WR�WKH�SDQFKD\DWV�ZKLFK�KDYH�FRPSXWHUV�DQG�LQWHUQHW�FRQQHFWLRQ�DQG�VRPHRQH�RYHU�WKHUH�ÀOOV�LW�IRU�WKHP�XSRQ�D�SD\PHQW�RI�5V�����RU�����DQG�WKHQ�JLYHV�WKHP�D�SULQW�RXW�ZKLFK�WKH\�ZLOO�EULQJ�WR�WKH�FRRSHUDWLYH�VRFLHW\�DQG�ZH�SUHSDUH�DQ�([FHO�VKHHW�RI�DOO�WKH�IDUPHUV�DQG�JLYH�LW�WR�WKH�%DQN�DQG�WKH�%DQN�WKHQ�SDVVHV�LW�RQ�WR�WKH�,QVXUDQFH�&RPSDQ\µ��VDLG�0U��33��6HFUHWDU\�RI�WKH�FRRSHUDWLYH�VRFLHW\��,W�LV�WKH�IDUPHUV��WKH�FRRSHUDWLYH�VRFLHW\�DQG�WKH�YROXQWHHUV�LQ�WKH�FRPPXQLW\�WKDW�DUH�GRLQJ�WKH�ZRUN�WKDW�WKH�LQVXUDQFH�FRPSDQ\�RXJKW�WR�EH�GRLQJ�

2QH�RI�RXU�UHVSRQGHQWV�WROG�XV�WKDW�WKH\�ZHUH�XQDZDUH�RI�WKH����KRXU�GHDGOLQH�IRU�UHSRUWLQJ�FURS�ORVV��́ :KHQ�WKH\�WROG�XV�RI�WKH�LQVXUDQFH�SROLF\��ZK\�GLG�WKH\�QRW�LQIRUP�XV�RI�WKLV�UXOH�DV�ZHOO"µ�

7KH�KHOSOLQH�QXPEHU��DV�SHU�UHSRUWV�IURP�IDUPHUV��KDV�EHHQ�DQQRXQFHG�LQ�HDFK�GLVWULFW���7KH�H[SHULHQFH��KRZHYHU��KDV�QRW�EHHQ�D�SRVLWLYH�RQH���7KH�H[SHULHQFH�RI�WKH�IDUPHUV�ZLWK�KHOSOLQHV�KDV�EHHQ�YHU\�QHJDWLYH���7KH�IDUPHUV�UHSRUW�WKDW�WKH�́ WKH�WROO�IUHH�QXPEHUV�DUH�RI�*XUJDRQ�DQG�HOVHZKHUH��RXWVLGH�*XMDUDW���0RVW�RI�WKH�WLPHV�WKH�FDOOV�UHPDLQHG�XQDQVZHUHG��ZKHQ�WKH\�ZHUH�DQVZHUHG�KRZHYHU��WKH�UHSOLHV�ZHUH�LQ�+LQGL�DQG�WKH�IDUPHUV�EHLQJ�XQIDPLOLDU�ZLWK�LW��IRXQG�LW�GLIÀFXOW�WR�XQGHUVWDQG�ZKDW�ZDV�EHLQJ�WROG�WR�WKHP��IXUWKHU��WKH�LQVXUDQFH�FRPSDQLHV�DVNHG�WKH�IDUPHUV�WR�LQIRUP�WKHP�RI�FURS�GDPDJH�ZLWKLQ����KRXUV�RI�RFFXUUHQFH�RI�FURS�ORVV�GDPDJH��KRZHYHU��ZKHQ�WKH�IDUPHUV�WULHG�WR�GR�VR�WKH�FDOOV�ZRXOG�QRW�JR�WKURXJKµ��VD\V�6DJDU�5DEDUL��3UHVLGHQW��.KHGXW�(NWD�0DQFK�*XMDUDW��.(0���
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7RWDO�IDUPHUV�FRYHUHG�LQ�*XMDUDW�

$V�SHU�WKH�ODVW�$JUL�&HQVXV�FRQGXFWHG�LQ���������WKH�WRWDO�QXPEHU�RI�UHJLVWHUHG�IDUPHUV�LQ�*XMDUDW�LV������������ �7KH�WRWDO�IDUPHUV���LQVXUHG�LQ�*XMDUDW��DV�WKH�DERYH�WDEOH�VKRZV��DUH�WKHUHIRUH������������������������DQG��������IRU�WKH�IRXU�\HDUV�UHVSHFWLYHO\��7KH�LQVXUDQFH�FRYHUDJH�WKXV�H[WHQGV�WR�PXFK�OHVV�WKDQ�KDOI�WKH�WRWDO�IDUPHUV�RI�*XMDUDW�DIWHU�IRXU�\HDUV�RI�EHLQJ�LQ�RSHUDWLRQ��DQG�KDV�SURJUHVVLYHO\�IDOOHQ��0RUH�LPSRUWDQWO\��WKH�QXPEHU�RI�IDUPHUV�RSWLQJ�IRU�ORDQV��DQG�KHQFH�LQVXUDQFH��IHOO�E\�������IURP����������D�IXUWKHU��������LQ���������DQG�D�IXUWKHU��������LQ�������$�WRWDO�RI����������IDUPHUV�WKXV�KDYH�RSWHG�RXW�RI�WKH�VFKHPH�VLQFH�LWV�EHJLQQLQJ��7KH�DLP�ZDV�WR�LQFUHDVH�WKH�FRYHUDJH�RI�IDUPHUV��EXW�WKH�QXPEHU�KDV�LQVWHDG�IDOOHQ���7KH�SURSRUWLRQ�RI�IDUPHUV�YROXQWDULO\�RSWLQJ�IRU�LQVXUDQFH�LV�QHJOLJLEOH��DV�WKH�WDEOH�EHORZ�VKRZV��,W�LV�LQGHHG�D�́ ÁRS�VFKHPHµ��

LQ�WKHP�KDYLQJ�WR�UXQ�IURP�SLOODU�WR�SRVW��UHGXFLQJ�WKHP�WR�VXSSOLFDQWV�VKRXOG�FRQVWLWXWH�D�PDMRU�IDLOXUH�RI�WKH�VFKHPH��'HFUHDVLQJ�FRYHUDJH�:H�EHJDQ�E\�QRWLQJ�WKH�IDUPHUV
�SHUFHSWLRQ�RI�30)%<�ZKLFK�ZDV�FDOOHG�D�́ ÁRS�VFKHPHµ�DQG�WKH�GDWD �SURYHV�WKLV��7KH�DLP�RI�WKH���30)%<�ZDV�LV�WR�LQFUHDVH�WKH�FRYHUDJH�RI�IDUPHUV�SURJUHVVLYHO\�DQG�WR�LQFUHDVH�WKH�SURSRUWLRQ�RI�QRQ�ORDQHH�IDUPHUV��L�H��WKRVH�YROXQWDULO\�RSWLQJ�IRU�WKH�VFKHPH��DPRQJ�WKHP���

���6WDUUHG�4XHVWLRQ�QR�����RI�WKH��QG�VLWWLQJ���UG�VHVVLRQ����WK�*XMDUDW�$VVHPEO\��GDWHG���VW�)HEUXDU\�������KWWSV���LQGLDQH[SUHVV�FRP�DUWLFOH�FLWLHV�DKPHGDEDG�ULVH�LQ�QXPEHU�RI�VPDOO�PDUJLQDO�IDUPHUV�LQ�JXMDUDW���������

���:KLOH�FRPSLOLQJ�WKH�GDWD�IRU�WKH�VWDWH�RI�*XMDUDW��ZH�KDYH�UHOLHG�RQ�PXOWLSOH�VRXUFHV�VLQFH�DOO�GDWD�LV�QRW�DYDLODEOH�LQ�RQH�SODFH��:H�KDYH�JOHDQHG�GDWD�IURP�/RN�6DEKD��5DM\D�6DEKD�DQG�9LGKDQ�6DEKD�TXHVWLRQV�DYDLODEOH�RQOLQH�RU�DV�KDUG�FRSLHV��6WDWH�/HYHO�%DQNHUV·�&RPPLWWHH�5HSRUW��DQG�QHZV�UHSRUWV�LQ�GDLO\�QHZVSDSHUV��7KH�GDWD�WKXV�KDV�JDSV��H�J��VRPH�SDUWV�RI�5DEL���������DQG���������GDWD�LV�PLVVLQJ��&RPSDULVRQ�RI�GDWD�RYHU�\HDUV�LV�KHQFH�GLIÀFXOW�LQ�VRPH�FDVHV��6RPH�GDWD�LWHPV�VXFK�DV�´WRWDO�FODLPV�ÀOHGµ�LV�QRW�DYDLODEOH�DQ\ZKHUH�
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7KH�FRYHUDJH�LQ�.KDULI������LV��������RI�WKH�WRWDO�DUHD�XQGHU�FXOWLYDWLRQ��7KLV�GHFOLQHG�LQ������DQG������EXW�LQFUHDVHG�LQ�.KDULI�������7KH�JDLQ�LQ�DUHD�LV�WR�WKH�WXQH�RI����������KD��DV�PXFK�DV�ZDV�ORVW�LQ�WKH�SUHYLRXV�WZR�\HDUV� �+RZHYHU��LW�LV�VWLOO�RQO\�����RI�WKH���QHW�VRZQ�DUHD��

:LWK�WKH�IDUPHUV�GURSSLQJ�RXW�WKH�WRWDO�DUHD�FRYHUHG�E\�WKH�VFKHPH��ZKLFK�DLPV�WR�FRYHU�����RI�WKH�WRWDO�DJULFXOWXUDO�DUHD�RI�WKH�FRXQWU\��LV�IDOOLQJ��7RWDO�JHRJUDSKLFDO�DUHD�RI�*XMDUDW�LV�DERXW�����ODNK�KHFWDUHV��2XW�RI�WKLV��������ODNK�KHFWDUHV�LV�WKH�QHW�FXOWLYDEOH�DUHD�ZKLFK�LV�DSSUR[LPDWHO\�����RI�WRWDO�JHRJUDSKLFDO�DUHD��7RWDO�JURVV�FURSSHG�DUHD�LV�DERXW��������ODNK�KHFWDUHV�LQ�WKH�VWDWH���

3URSRUWLRQ�RI�QRQ�ORDQHH��PDQGDWRU\��IDUPHUV�YV��ORDQHH��YROXQWDU\����IDUPHUV�

%RWK�WKH�DERYH�ÀQGLQJV�DUH�VXSSRUWHG�E\�WKH�DOO�,QGLD�ÀJXUHV�ZKLFK�KDYH�DOVR�UHJLVWHUHG�D�GHFOLQH��ERWK�RYHUDOO�FRYHUDJH�DQG�WKDW�RI�QRQ�ORDQHH�IDUPHUV��$FFRUGLQJ�WR�D�UHSRUW�LQ�6FUROO�LQ�́ FRYHUDJH�DPRQJ�ORDQHH�IDUPHUV�GHFOLQHG�E\������ODNK�RU�����IURP���������WR����������D�/RN�6DEKD�UHSO\�LQ�3DUOLDPHQW�VDLG��«�+RZHYHU��WKH�VDPH�UHSO\�VD\V��WKH�QXPEHU�RI�QRQ�ORDQHH�IDUPHUV�FRYHUHG�E\�WKH�VFKHPH�KDV�GHFOLQHG�E\������RU�����ODNK�HQUROOPHQWVµ����,W�LV�GLIÀFXOW�WKHQ�WR�EHOLHYH�WKH�FODLP��DV�UHSRUWHG�LQ�7KH�+LQGX��RI�WKH�&(2�RI�30)%<�DQG�-RLQW�6HFUHWDU\�DW�WKH�0LQLVWU\�RI�$JULFXOWXUH�DQG�)DUPHUV
�:HOIDUH��WKDW�WKH�SHUFHQWDJH�RI�IDUPHUV�HQUROOHG�IRU�30)%<�WKURXJK�QRQ�ORDQHH�URXWH�KDV�JRQH�XS�IURP���SHU�FHQW�DW�WKH�LQFHSWLRQ�WR�D�JRRG����SHU�FHQW�QRZ��HVSHFLDOO\�JLYHQ�WKDW������DQG������ZHUH�QRW�JRRG�PRQVRRQ�\HDUV� �$W�WKH�YHU\�OHDVW�ZH�FDQ���VD\�WKDW�LW�GRHV�QRW�DSSO\�WR�*XMDUDW��

���7KH�DUHD�FRYHUDJH�GDWD�DYDLODEOH�LV�XQHYHQ��WKH�5DEL�ÀJXUHV�IRU���������DQG���������DUH�QRW�DYDLODEOH��+HQFH�WKH�DQDO\VLV�LV�RQO\�EDVHG�RQ�WKH�.KDULI������������������DQG������ÀJXUHV��6WDWH�/HYHO�%DQNHUV
�&RPPLWWHH�5HSRUW��������

���/RN�6DEKD�8QVWDUUHG�TXHVWLRQ�QR��������GDWHG������������LQ�5XFKEDK�5DL��´3UDGKDQ�0DQWUL�)DVDO�%LPD�<RMDQD��$Q�$VVHVVPHQW�RI�,QGLD
V�&URS�,QVXUDQFH�6FKHPHµ��25)�,VVXH�%ULHI�1R�������0D\�������2EVHUYHU�5HVHDUFK�)RXQGDWLRQ��SS������6FUROO��KWWSV���VFUROO�LQ�DUWLFOH��������WKH�PRGL�\HDUV�GR�IDUPHUV�KDYH�EHWWHU�SURWHFWLRQ�DJDLQVW�FURS�ORVVHV���7KH�+LQGX�%XVLQHVV�/LQH��KWWSV���ZZZ�WKHKLQGXEXVLQHVVOLQH�FRP�VSHFLDOV�LQGLD�ÀOH�LQVXUDQFH�VHFWRU�EHVHW�ZLWK�LWV�RZQ�SUREOHPV�DUWLFOH���������HFH���5HSRUW�2Q�7DVN�)RUFH�7R�'HULYH�6XJJHVWLRQV�7R�,QFUHDVH�$JULFXOWXUH�'HYHORSPHQW�,Q�*XMDUDW¬KWWSV���QLWL�JRY�LQ�ZULWHUHDGGDWD�ÀOHV�*XMDUDW�SGI

)/23�6&+(0(��$Q�DQDO\VLV�RI�WKH�30)%<�LQ�*XMDUDW



��

6LQFH�WKH�WRWDO�QXPEHU�RI�IDUPHUV�RSWLQJ�IRU�ORDQV�DQG�KHQFH�WKH�VFKHPH�KDV�IDOOHQ��WKH�DYHUDJH�DUHD�LQVXUHG�SHU�IDUPHU�KDV�LQFUHDVHG�²�IURP������KD��LQ�.KDULI������WR������KD��LQ�.KDULI�������ZKLFK�GHFOLQHG�LQ�.KDULI������WR������KD��EXW�FOLPEHG�XS�VKDUSO\�LQ�.KDULI������WR������KD��7KH�$OO�,QGLD�ÀJXUHV�IRU������DQG������DOVR�VKRZHG�VLPLODU�WUHQGV��$V�SHU�25)�%ULHI�́ WKH�QXPEHU�RI�LQVXUHG�IDUPHUV�KDV�GHFOLQHG�E\����SHUFHQW�IURP�.KDULI������WR�.KDULI�������DQG�WKH�WRWDO�DUHD�LQVXUHG�KDV�GHFUHDVHG�E\�RQH�SHUFHQW�RYHU�WKH�VSDQ�RI�RQH�\HDU���7KH�30)%<�KDV�WKHUHIRUH�IDLOHG�WR�DFKLHYH�LWV�PDLQ�WDUJHWV��L�H��LQFUHDVLQJ�WKH�DUHD�DQG�WKH�QXPEHU�RI�IDUPHUV�LQVXUHG�µ��

7KHUH�DUH�PDQ\�HOHPHQWV�RI�WKH�VFKHPH�VXFK�DV�SUHPLXP�UDWHV��FKRLFH�RI�QRWLÀHG�FURSV��62)��ZKLFK�DSSHDU�WR�EH�DUELWUDULO\�GHFLGHG�VLQFH�WKH�PRGH�RU�SDUDPHWHUV�FRQVLGHUHG�IRU�WKHVH�GHFLVLRQV�DUH�QRW�LQ�WKH�SXEOLF�GRPDLQ��́ +RZHYHU��LW�LV�XQFOHDU�KRZ�VWDWHV�VKRXOG�

,I�IDUPHUV�DUH�GURSSLQJ�RXW�RI�WKH�VFKHPH�WKHQ�LW�LV�GHIHDWLQJ�WKH�SXUSRVH�RI�WKH�VFKHPH��L�H��WR�EULQJ�WKH�PD[LPXP�QXPEHU�RI�IDUPHUV�ZLWKLQ�WKH�DPELW�RI�LQVXUDQFH�VR�DV�WR�HQVXUH�WKH�FRQWLQXDWLRQ�RI�DJULFXOWXUH�DV�D�SURIHVVLRQ�
7KH�IRUHJRLQJ�GLVFXVVLRQ�DQG�GDWD�PDNH�LW�FOHDU�WKDW�RQ�PDQ\�FUXFLDO�FRXQWV�OLNH�FRYHUDJH�RI�IDUPHUV��FRYHUDJH�RI�DUHD��WLPHO\�DVVLVWDQFH�WR�IDUPHUV�WKH�30)%<�LV�QRW�PHHWLQJ�LWV�VWDWHG�REMHFWLYHV���7KH�FRPSODLQWV�RI�IDUPHUV�DUH�ZLGHVSUHDG��QRW�FRQFHQWUDWHG�LQ�RQH�GLVWULFW�RU�UHJLRQ��QHLWKHU�DUH�WKH\�UHVWULFWHG�WR�WKH�LQLWLDO�VHDVRQ�RU�WZR�WR�DWWULEXWH�LW�WR�WHHWKLQJ�SUREOHPV��WKH\�SHUVLVW�LQ�WKH�IRXUWK�\HDU��7KH�DQJHU�RI�IDUPHUV�DQG�WKHLU�RUJDQLVDWLRQV�WKXV�LV�ERUQ�RI�WKHLU�QHJDWLYH�H[SHULHQFH�ZLWK�LW���$IWHU�VSHQGLQJ�VXFK�KXJH�DPRXQWV�WR�LPSDUW�VHFXULW\�WR�IDUPHUV��LI�WKH�IDUPHUV�DUH�OHIW�WR�WKHLU�RZQ�GHYLFHV�DQG�KDYH�WR�PDNH�HQGV�PHHW�RQ�WKHLU�RZQ��WKH�VFKHPH��FDQQRW�EH�VDLG�WR�EH�VXFFHVVIXO�E\�DQ\�VWDQGDUGV�7KH�FRQWULEXWLRQ�RI�*R*�WR�WKH�30)%<�E\�ZD\�RI�LWV�VKDUH�RI�WKH�SUHPLXP�KDV�UDQJHG�IURP�QHDUO\�����RI�WKH�VWDWH
V�DJULFXOWXUH�EXGJHW�LQ���������DQG�KDV�IDOOHQ�LQ�WKH�WZR�VXEVHTXHQW�\HDUV��1HDUO\�D�TXDUWHU�RI�WKH�VWDWH
V�DJULFXOWXUH�EXGJHW�LV�WDNHQ�XS�E\�WKLV�VFKHPH�ZKLFK�EHQHÀWV�RQO\�DERXW RI��������������������������DQG��������WRWDO�IDUPHUV�LQ�*XMDUDW�IRU�WKH�\HDUV������
����.KDULI�������DQG�.KDULI������UHVSHFWLYHO\�DQG�VHUYLFHV�OHVV�WKDQ�D�TXDUWHU�RI�WKH�DJULFXOWXUDO�ODQG���7KDW�PRQH\�FDQ�FHUWDLQO\�EH�EHWWHU�XWLOL]HG�WRZDUGV�FUHDWLQJ�VRUHO\�QHHGHG�DJULFXOWXUH�LQIUDVWUXFWXUH�²�LUULJDWLRQ��VWRUDJH��ZDUHKRXVHV�DQG�FROG�VWRUDJHV���WUDQVSRUWDWLRQ�VHUYLFHV��H[WHQVLRQ�VHUYLFHV��UHVHDUFK�DQG�GHYHORSPHQW���

&RQFOXVLRQ�

���25)�,VVXH�%ULHI�1R�������0D\�������3UDGKDQ�0DQWUL�)DVDO�%LPD�<RMDQD��$Q�$VVHVVPHQW�RI�,QGLD
V�&URS�,QVXUDQFH�6FKHPH�)/23�6&+(0(��$Q�DQDO\VLV�RI�WKH�30)%<�LQ�*XMDUDW



��

%XW�WKHUH�DUH�WZR�FUXFLDO�LVVXHV��DSDUW�IURP�WKH�RSHUDWLRQDO�VWUHDPOLQLQJ�GHDOW�ZLWK�DERYH��ZKLFK�QHHG�WR�EH�IDFWRUHG�LQWR�WKH�UXQQLQJ�RI�WKH�VFKHPH��7KH�ÀUVW�RI�WKHVH�SHUWDLQV�WR�WKH�PXFK�WRXWHG�́ HIÀFLHQF\µ�RI�WKH�SULYDWH�VHFWRU�LQ�GHOLYHULQJ�VHUYLFHV��1RWKLQJ�LQ�WKH�RSHUDWLRQDOLVLQJ�RI�WKH�VFKHPH�E\�WKH�SULYDWH�SOD\HUV�GLVSOD\V�HIÀFLHQW�VHUYLFH�GHOLYHU\��,I�WKDW�ZHUH�VR�WKHQ�WKHUH�VKRXOG�KDYH�EHHQ�D�VWDUN�GLIIHUHQFH�EHWZHHQ�WKH�SHUIRUPDQFH�RI�WKH�SULYDWH�SOD\HUV�YLV�j�YLV�WKH�SXEOLF�VHFWRU�RQHV��+RZHYHU��WKDW�LV�QRW�WKH�FDVH��7KH�FODLP�WKDW�LW�KDV�VKLIWHG�WKH�OLDELOLW\�RI�́ XQOLPLWHG�FODLPVµ�WR�WKH�SULYDWH�SOD\HUV�LV�DOVR�QRW�WUXH�VLQFH�́ WKH�JRYHUQPHQW�KDV�DOVR�JXDUDQWHHG�WR�SURYLGH�SURWHFWLRQ�WR�WKHP�LQ�FDVH�WKH�SUHPLXP�WR�FODLPV�UDWLR�H[FHHGV�������RU�WKH�SHUFHQWDJH�RI�FODLPV�WR�́ 6XP�,QVXUHGµ�H[FHHGV�����ZKLFKHYHU�LV�KLJKHUµ� �$SDUW�IURP�WKHVH��WKH���LQVXUDQFH�FRPSDQLHV�DOVR�VDIHJXDUG�WKHLU�LQWHUHVWV�E\�WDNLQJ�UHLQVXUDQFH�FRYHU��%HVLGHV��WKH�
SURÀW�PRWLYH
�WKDW�JXLGHV�WKH�SULYDWH�FRQFHUQV�ZLOO�VKLIW�WKH�EXUGHQ�RI�FRVWV�RQ�WR�WKH�IDUPHU�DQG�LI�
SROLWLFDO
�FRQVLGHUDWLRQV�SUHYHQW�WKHP�IURP�GRLQJ�VR�WKHQ�WKHLU�FORXW�DQG�FDUWHO�ZLOO�SUHYDLO�RYHU�WKH�JRYHUQPHQW�WR�EHDU�WKH�FRVWV��,Q�QHLWKHU�FDVH�LV�LW�EHQHÀFLDO�WR�WKH�IDUPHU��,I�HIÀFLHQF\�LV�QRW�EURXJKW�DERXW��FRVWV�DUH�QRW�UDWLRQDOLVHG�ZKDW�LV�WKH�MXVWLÀFDWLRQ�IRU�SULYDWH�SOD\HUV"�

FKRRVH�WKH�PDMRU�FURSV�GXULQJ�D�VHDVRQ�IRU�GLIIHUHQW�GLVWULFWV��ZKLFK�UHVXOWV�LQ�WKH�H[FOXVLRQ�IURP�LQVXUDQFH�FRYHUDJH�RI�IDUPHUV�ZKR�JURZ�QRQ�QRWLÀHG�FURSV��)XUWKHU��VWDWH�JRYHUQPHQWV�XVH�WKHLU�GLVFUHWLRQDU\�SRZHUV�WR�GHFLGH�KRZ�PXFK�ODQG�ZLOO�EH�LQVXUHG�DQG�WKH�VXP�LQVXUHG��WR�UHGXFH�WKHLU�EXUGHQ�RI�VXEVLG\�SUHPLXPV�µ �&&(���GDWD�LV�DOWRJHWKHU�QRW�LQ�WKH�SXEOLF�GRPDLQ��$OO�RI�WKHVH��DQG�PRUH��PD\�EH�FRQWULEXWLQJ�WR�WKH�ODFN�RI�LW�ÀQGLQJ�IDYRXU�ZLWK�IDUPHUV�DV�DWWHVWHG�WR�E\�WKH�IDOOLQJ�QXPEHU�RI�IDUPHUV�RSWLQJ�IRU�WKH�VFKHPH�GHVSLWH�EHLQJ�DZDUH�RI�WKH�QHHG�IRU�LQVXUDQFH��

0RUHRYHU��LI�WKH�IDUPHU�KDV�WR�LQFXU�DGGLWLRQDO�FRVW�IRU�ÀOOLQJ�IRUPV�DQG�WKHQ�OHJDO�FRVWV��FRXUW�FDVHV��WR�FODLP�WKHLU�GXHV�WKHQ�LW�LV�UHVXOWLQJ�LQ�XQGXH�H[SHQVHV�WR�IDUPHUV�DOUHDG\�EHVHW�ZLWK�ORZ�RU�QHJDWLYH�LQFRPHV�DQG�GHOD\LQJ�FODLP�SD\�RXWV��GHIHDWLQJ�WKH�REMHFWLYH�RI�́ WLPHO\�DVVLVWDQFHµ�WR�IDUPHUV��́ 1RW�RQO\�GRHV�WKH�VFKHPH�QRW�PHHW�LWV�REMHFWLYHV��LW�LV�LQ�IDFW�EOHHGLQJ�IDUPHUVµ��VD\V�3�3��RI�$UYDOOL�GLVWULFW��7KH�SDXFLW\�RI�LQIUDVWUXFWXUH��RIÀFHV���XVHU�XQIULHQGO\�WHFKQRORJ\�

/DFN�RI�GDWD�LQ�WKH�SXEOLF�GRPDLQ��VXSSUHVVLRQ�RI�VRPH�HOHPHQWV�RI�GDWD��DQG�RU�UHOXFWDQFH�WR�SDUW�ZLWK�FUXFLDO�LQIRUPDWLRQ�GRHV�QRW�LQVSLUH�FRQÀGHQFH�LQ�WKH�VFKHPH�DQG�RSHQV�DYHQXHV�WR�GRXEW�WKH�PRWLYHV�RI�WKH�JRYHUQPHQW�RU�LQVXUDQFH�FRPSDQLHV��7KLV�LV�RQH�PDMRU�UHDVRQ�WKDW�IDUPHUV�FLWH�EHKLQG�WKHLU�GHVLUH�WKDW�WKH�VFKHPH�EH�PDGH�YROXQWDU\�UDWKHU�WKDQ�PDQGDWRU\��

���
&URS�LQVXUDQFH�VFKHPH�EHQHÀWV�FRPSDQLHV�PRUH�WKDQ�IDUPHUV
��%XVLQHVV�6WDQGDUG��-XO\��������
���,ELG�
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&HUWDLQO\�LW�ZRXOG�EH�XQIDLU�WR�WUHDW�WKH�VLPSOH�GLIIHUHQFH�EHWZHHQ�WKH�JURVV�SUHPLXP�DQG�WKH�WRWDO�FODLPV�DV�WKH�QHW�SURÀW�IRU�WKH�LQVXUDQFH�FRPSDQ\��7KH�OHJLWLPDWH�SURÀWV�DUH�DOVR�QRW�ZKDW�WKH�IDUPHUV�DUH�JUXGJLQJ��:KDW�LV�EHLQJ�EHPRDQHG�WKRXJK�DUH�WKH�JHQXLQH�FRVWV��VXFK�DV�RXWOLQHG�DERYH��ZKLFK�WKH�FRPSDQLHV�VKRXOG�EH�LQFXUULQJ�DQG�ZKLFK�WKH\�DUH�QRW��,W�LV�WKHVH�FRVW�FXWWLQJ�PHDVXUHV�WR�GHULYH�
SURÀWV
�ZKLFK�DUH�EHLQJ�FRQWHVWHG��,Q�WUXWK��WKH\�RXJKW�WR�EH�WUHDWHG�DV�D�PDOSUDFWLFH�DQG�SHQDOL]HG��:KLFK�EULQJV�XS�D�ÀQDO�LVVXH��FDQ�WKLV�DFWLYLW\�EH�VROHO\�SURÀW�GULYHQ"�$IWHU�DOO�WKHUH�LV�D�IXQGDPHQWDO�GLIIHUHQFH�EHWZHHQ�YHKLFOH�RU�KHDOWK�LQVXUDQFH�DQG�FURS�LQVXUDQFH��7KH�OLEHUDOL]HG�HFRQRPLF�VFHQDULR�KDV�PDGH�DJULFXOWXUH�PRUH�XQVXVWDLQDEOH�DV�DQ�RFFXSDWLRQ��$GGLWLRQDOO\��FOLPDWH�FKDQJH�GULYHQ�HUUDWLF�ZHDWKHU�SDWWHUQV�DGG�WR�WKH�LQVHFXULW\�DQG�YXOQHUDELOLW\�RI�IDUPHUV��*LYHQ�WKH�VRFLR�HFRQRPLF�EDFNJURXQG�RI�D�PDMRULW\�RI�WKH�IDUPHUV��DQG�WKHLU�QHDU�SUHFDULRXV�H[LVWHQFH�FURS�LQVXUDQFH�FDQQRW�EH�YLHZHG�DV�DQ\WKLQJ�RWKHU�WKDQ�DQ�DEVROXWH�QHFHVVLW\�²�QR�GLIIHUHQW�IURP�RWKHU�EDVLF�VHUYLFHV��3URÀW�PRWLYHV�FDQQRW�EH�DOORZHG�WR�GLFWDWH�LWV�RSHUDWLRQ�DQG�IXQFWLRQLQJ����

7KH�VDPH�SUREOHPV�WKDW�EHVHW�WKH�HDUOLHU�VFKHPHV�SHUVLVW�ZLWK�30)%<�DV�ZHOO��&OHDUO\��LQ�WKH�FDVH�RI�IDUPHUV��LQVXUHG�LV�QRW�QHFHVVDULO\�VHFXUHG��

�RXW�RI�VWDWH�KHOSOLQH�QXPEHUV��DQG�LQDGHTXDWH�RU�XQTXDOLÀHG�VWDII��XQDQVZHUHG�SKRQHV��LQDELOLW\�WR�DQVZHU�WKH�IDUPHUV
�TXHULHV���QRW�HQRXJK�DZDUHQHVV�FUHDWLRQ�DQG�DGYHUWLVHPHQW��QRW�LVVXLQJ�UHFHLSWV�RU�FRSLHV�RI�SROLF\��RXJKW�WR�EH�WUHDWHG�DV�D�PDMRU�ÁRXWLQJ�RI�WKH�WHUPV�RI�UHFUXLWPHQW��6HHQ�DQRWKHU�ZD\��WKHVH�FRXOG�EH�VDYLQJV�RQ�FRVW�DQG�FRXOG�KDYH�FRQWULEXWHG�WR�WKH�ZLQGIDOO�
SURÀWV
�WKDW�KDYH�EHHQ�GHFULHG�QDWLRQDOO\��

´$OWKRXJK�FURS�LQVXUDQFH�KDV�EHHQ�LQ�WKH�FRXQWU\�VLQFH�������\HW�LW�KDV�EHHQ�EHVHW�ZLWK�VHYHUDO�SUREOHPV�VXFK�DV�ODFN�RI�WUDQVSDUHQF\��KLJK�SUHPLXP��GHOD\�LQ�FRQGXFWLQJ�FURS�FXWWLQJ�H[SHULPHQWV�DQG�QRQ�SD\PHQW�GHOD\HG�SD\PHQW�RI�FODLPV�WR�IDUPHUV�µ
7R�TXRWH�IURP�WKH�,&5,(5�VWXG\�RQ�WKH�30)%<

���2QH�FDQQRW��LQ�DOO�IDLUQHVV��H[SHFW�SULYDWH�LQVXUDQFH�FRPSDQLHV�WR�ZRUN�RQ�DQ\WKLQJ�RWKHU�WKDQ�WKH�SURÀW�PRWLYH��,QGHHG��WKH�LQFUHDVLQJ�DZDUHQHVV�DPRQJ�IDUPHUV�DQG�KHQFH�PRUH�FODLPV�KDYH�GHQWHG�WKHLU�SURÀWV��PDNLQJ�VRPH�FRPSDQLHV�OLNH�,&,&,�/RPEDUG��7DWD�$,*��&KRODPDQGDODP�06�DQG�6KULUDP�*HQHUDO�,QVXUDQFH�WR�H[LW�WKH�VHFWRU�DOWRJHWKHU��KWWSV���ZZZ�ÀQDQFLDOH[SUHVV�FRP�HFRQRP\�IRXU�SULYDWH�LQVXUHUV�RSW�RXW�RI�SP�IDVDO�ELPD�\RMDQD�DV�FODLPV�VN\URFNHW���������)/23�6&+(0(��$Q�DQDO\VLV�RI�WKH�30)%<�LQ�*XMDUDW



��

YNL�-K�GNV�HVMN�³�NNH
ZĞůŝĂŶĐĞ�'ĞŶĞƌĂů�/ŶƐƵƌĂŶĐĞ�GK�³�NNXHD K�LNG�FKHN�4O\��NVWXN�GV�WIM�V�IGONX�GNV�LNG�XTG
NNX��GN��NKMNX�XN�IH\XV�LM�G(,\VX��
HV�WƌĂƟŬ�WĂƚĞů�WNV�FNV\ZXQMN���ŽůƵŶĚĂƌĂ���GN�MJXV�RN\N�JT�WNV�[TWMNU�GV��YMR<\K�I0I/9�'9�GV�HNV0NON�UVJOK\HV�I/)NU�J6��HVMK�YNL�GNV�I
NGN�U�J6�GK�HVMV�RJND�WNVFK�IGONX�+N6�N�JV��OFXV�[TWMNU�[bRHVy=9��`NMN�X'GK�GK�JTE=�³�NNX�HD K�4O\�FKHN��NVWXN�IWOHV��IM\N�DO�WXM\�E8
NTM8O�GDLXK���GK�LNVI\OK�\K�JTE=�)NK��YN6M�WNV�EO�ON\�>NMK4�4O\�GN�XTG
NNX�WNV�JHNMV��YMR<\K�I0I/9�'9�HV�JTRN�J6�POGK�WNXGNMK�JHXV�GDLXK�YN6M�OMGNMK�Q�UMHVD�QK)NK�\VIGX�GDLXK�GK�YNVMOV�XNUNV�ORV=�JTRNJ6��Y+NK�UG�YN6M�XNUNV�IGONXNV�GNV��OJN��IH\K�J6��[TWMNU�[bRHVy=9�XV�JHNMV�YMR<\K�I0I/9�GHV���й��LNG�XTG
NNX�WNJVM�IG�N�J6�YN6M�LNG�XTG
NNX�OJN��+NK���й�OJN��GN�+NTGUNX�+NK�IG�N�J6��\VIGX�IM\N�DO�WXM\�E8
NTM8O��GDLXK�XV�Y+NK�UG�XN�UNV�ORV=�IG�N�J6�YN6M�XNUNV�GNVE=�+NK�LNG��XTG
NNX�GN�+NTGUNX�IG�N�[�N�J6���<O��J�J6�GK�WNVFK�XTGONX�[NVRVHVD=9�X'GK�GMVD�POGV�IJONFOV�GDLXK�GNV�+NK�IGONXNV�GNV�LNG�XTG
NNX�STGNXN�L0�UN�J6�LM��V�GDLXK�RN\V�³KIH�H�GV�L6OV�\VXV�GN�WNXUV�J6�IGONXNV�OV�LM�RNLO�WNV�XTG
NNX�JTRN�J6�LNG�GN�RNV�QVXV�GN�LNUN�XE=�S\UN�P8JVD��WNV�+NK�³KIH�H�IGONX�+NMUN�J6�PUXN�JK�/9V9�[bRHVy=9�+NK�+NUK=�J6��HVMV�FNV\T8²���ŽůƵŶĚĂƌĂ��[NyR�GV����IGONX��VOV�J6�IW8JNVDXV�³KIH�H�+NMN�J6�LM�WNV���й��IGONXNV�GNV�LNG�GN�XTG
NNX�JTRN�J6�RNV�XE=�IH\N�YN6M�IWO�9NEH����"ND9V�GK�YDQM�WNV�WNX�GMXVGK�MJUK�J6�RNV+NK�OMGNMK�Q�UM�HV�GK�J6��>NN\K�[NyR�HV��G�IGONX�GNV������L�N�IH\V�J6�WNV�POGN�³KIH�H�����POXV�+NMN�)NN�YN6M�OMGNMXV�����+NMV�JNVD[V�UNV��V�GDLXK�RN\V�'�N�IGONX�GNV�+NMLNE=�GMUV�J6��UNV�YNLGNV�IXRVQX�J6�O+NK����IGONX�GNV�POXV�³KIH�H�+NMN�J6�POGN�IRHNGN��WNV���й���4OG�GN�XTG
NNX�J6�RNV�IH\XN�SNE�V�J6�WNV�GDLXK�RN\V�HX�HNXK�GMUV�J6�RNV�FD�NX�JNV��J�IFSNMV����IGONX�J6�PXJNVGN��JNy�GNVE=�OTXV�RN\N�XE=�J6�YNL�8�N��IQ\NE=��V�YN6M�XTG
NNX�GN�L6ON�IQ\NE=��V��WNV�0b'�ZHVD9�J6����JHNMV�LNO�POHVOV�HVXV���Y96S�IG�N�JTRN�J6�YNLGNV�

zŽƵƌ�ŐƌŝĞǀĂŶĐĞ�ǁŝƚŚ�ZĞŐŝƐƚƌĂƟŽŶ�EƵŵďĞƌ�Ͳ�WDKW'ͬ�ͬϮϬϭϵͬϬϳϬϯϭϯϴ�Ͳ��ŚĂƐ�ďĞĞŶ��ŝƐƉŽƐĞĚ�ŽĨ͘ �sŝƐŝƚ�ŚƩƉ͗ͬͬƉŐƉŽƌƚĂů͘ŐŽǀ͘ ŝŶ�ĨŽƌ�ĚĞƚĂŝůƐ
YNLGN�YN+NNMKWƌĂƟŬ���WĂƚĞůƉŐƉŽƌƚĂů͘ŐŽǀ͘ ŝŶ
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6RXUFH��KWWSV���ZZZ�UHOLDQFHJHQHUDO�FR�LQ�,QVXUDQFH�5XUDO�,QVXUDQFH�30)%<,(&5HSRUWV�DVS[
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%KDUWL�$;$�²�$ZDUHQHVV�*HQHUDWLRQ�$FWLYLWLHV�$ZDUHQHVV�*HQHUDWLRQ�$FWLYLWLHV�&DUULHG�RXW�XQGHU�30)%<%KDUWL�$;$�*HQHUDO�,QVXUDQFH�&RPSDQ\�/WG�KDV�DFWLYHO\�FDUULHG�RXW�DZDUHQHVV�JHQHUDWLRQ�DFWLYLWLHV�LQ�WKH�VWDWHV�LQ�DOO�WKH�IRXU�VHDVRQV��.KDULI�������.KDULI�������5DEL����������5DEL�����������5LJKW�IURP�GLVWULEXWLRQ�RI�OHDÁHWV��GLVSOD\�RI�SRVWHUV�DQG�EDQQHUV�LQ�YHUQDFXODU�ODQJXDJH��ZH�KDYH�PDGH�RXU�HIIRUWV�WR�UHDFK�RXW�WR�WKH�PD[LPXP�QXPEHU�RI�IDUPHUV��5HDFKLQJ�RXW�WR�WKH�ODVW�PLOH�KDV�LWV�RZQ�VHW�RI�FKDOOHQJHV��:H�KDYH�XVHG�PDUNHWLQJ�VWUDWHJLHV�WKDW�DUH�HIIHFWLYH�LQ�UXUDO�DUHDV�LQFOXGLQJ�YDQ�FDPSDLJQV��DXWR�ULFNVKDZ�FDPSDLJQV��SHUIRUPDQFH�RI�VWUHHW�SOD\V��HWF��7KHVH�KDYH�KHOSHG�XV�WR�LQFUHDVH�WKH�SHQHWUDWLRQ�RI�WKH�VFKHPH�DQG�LQFUHDVH�WKH�QXPEHU�RI�IDUPHUV�LQVXUHG�XQGHU�WKH�VFKHPH�6RXUFH��KWWSV���ZZZ�EKDUWL�D[DJL�FR�LQ�FURS�LQVXUDQFH
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+DUHVK�-KDOD

)DUPHU�KDV�FKDOOHQJHG�WKLV�RUGHU�EHIRUH�WKH�$SSHOODWH�DXWKRULW\�LQ�WKH�VWDWH�DJULFXOWXUH�GHSDUWPHQW��KH�ZLOO�EH�KHDUG�RQ�7XHVGD\�LQ�*DQGKLQDJDU��%XW��KH�LV�ÀUP�WR�URDP�DFURVV�WKH�VWDWH�DQG�VSUHDG�WKH�VWDWH�JRYHUQPHQW
V�ODPH�H[FXVHV�WR�HGXFDWH�WKH�IDUPHUV��6RXUFH��)LUVW�,QGLD��$KPHGDEDG��:HGQHVGD\��'HFHPEHU����������

7KH�57,�DSSOLFDQW�IDUPHU�KDV�GHFLGHG�WR�WDNH�WKLV�PHVVDJH�WR�WKH�SHRSOH�RI�*XMDUDW�DQG�KH�KDV�JRW�KLV�SHUVRQDO�YHKLFOH�SDLQWHG�ZLWK�VORJDQV�VWDWLQJ��LI�WKH�IDUPHU�VHHNV�LQIRUPDWLRQ�DERXW�FURS�LQVXUDQFH�LW�FDQ�SXW�QDWLRQDO�VHFXULW\�DW�WKUHDW�DQG�XQLW\�DW�ULVN��$QJU\�ZLWK�WKH�DJULFXOWXUH�GHSDUWPHQW
V�EL]DUUH�DWWLWXGH�IDUPHU�5DWDQVLQK�'RGL\D�RQ�7XHVGD\�VDLG��KDG�WKH�GHSDUWPHQW�VKDUHG�LQIRUPDWLRQ�DERXW�FURS�\LHOG��VDPSOH�FXWWLQJ�WR�FDOFXODWH�WKH�HVWLPDWH�LQ�6XUHQGUDQDJDU�DQG�0RUEL�GLVWULFW�FURS�SURGXFWLRQ��WKH�LQIRUPDWLRQ�KDV�WKH�SRWHQWLDO�WR�H[SRVH�WKH�DJULFXOWXUH�GHSDUWPHQW�DQG�LQVXUDQFH�FRPSDQ\
V�QH[XV�DQG�VFDP��$JULFXOWXUH�GHSDUWPHQW
V�57,�RIÀFHU�KDV�JLYHQ�UHDVRQ�IRU�GHQ\LQJ�LQIRUPDWLRQ��´8QGHU�WKH�&URS�(VWLPDWH�&DOFXODWLRQ�6FKHPH��3DN�$QGDM�0RMQL�\RMDQD���JRYHUQPHQW�FDOFXODWHV�KHFWDUH�ZLVH�DYHUDJH�PDMRU�FURS�SURGXFWLRQ�EDVHG�RQ�VDPSOH�FURS�KDUYHVW��WKLV�H[HUFLVH�LV�GRQH�7DOXND�ZLVH��6DPH�GDWD�LV�ODWHU�XVHG�IRU�WKH�FDOFXODWLRQ�RI�FURS�LQVXUDQFH�DPRXQW�XQGHU�WKH�FURS�LQVXUDQFH�VFKHPH��$V�WKH�VWDWH�DQG�WKH�FHQWUDO�JRYHUQPHQW�FRQWULEXWHV�LQ�SD\LQJ�LQVXUDQFH�SUHPLXP��ERWK
V��VLF��LQWHUHVWV�DUH�LQYROYHG�LQ�LW��6R�VXFK�GDWD�IDOOV�XQGHU�WKH�FRQÀGHQWLDO�FDWHJRU\�DQG�WKHUH�DUH�DOO�SRVVLELOLWLHV�WKDW�VXFK�LQIRUPDWLRQ�FDQ�EH�PLVXVHG��KHQFH�XQGHU�WKH�VHFWLRQ�������.���������*���������M���RI�WKH�5LJKW�WR�,QIRUPDWLRQ�$FW�������WKLV�LQIRUPDWLRQ�FDQ
W�EH�GLVFORVHG�RU�VKDUHG�µ�

&DQ�VHHNLQJ�LQIR�RQ�FURS�\LHOG�IURP�JRYW�FDXVH�EUHDFK�RI�SULYDF\"
*DQGKLQDJDU��7KH�VWDWH�JRYHUQPHQW
V�DJULFXOWXUH�GHSDUWPHQW�KDV�GHQLHG�WR�VKDUH�FURS�\LHOG�LQIRUPDWLRQ�XQGHU�WKH�57,�DFW�UHDVRQLQJ�WKDW�LW�FDQ�EUHDFK�SULYDF\��FRQÀGHQWLDOLW\�DQG�FDQ�HQGDQJHU�VRPHRQH
V�OLIH��
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1R��RI�2IÀFHV�RI�,QVXUDQFH�3URYLGHUV�LQ�*XMDUDW
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Centre for Financial Accountability (CFA) 
engages and supports efforts to advance 
transparency and accountability in 
financial institutions.  We use research, 
campaigns and trainings to help 
movements, organisations, activists, 
students and youth to engage in this fight, 
and we partake in campaigns that can and we partake in campaigns that can 
shift policies and change public discourse 
on banking and economy.

We monitor the investments of national 
and international financial institutions, 
engages on policies that impact the 
banking sector and economy of the 
country, demystify the world of finance 
through workshops and short-term 
courses and help citizens make banks and 
govegovernment more transparent and 
accountable, for they use public money.
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