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$EVWUDFW��SD\LQJ�SDUW�RI�FRVW�RI�OLIH�E\�JRYHUQPHQW�RU�FKDULWLHV���HVWDEOLVKLQJ�IRUXPV�WR�DQDO\]H�IDPLO\�VXSHUYLVRU�ZRPHQ¶V�SUREOHPV���VXSSO\LQJ�QHFHVVDU\�IDFLOLWLHV�WR�JURZ�DQG�LPSURYH�FKLOG¶V�OLIH�TXDOLW\�DQG�SD\LQJ�IDFLOLWLHV�WR�SURYLGH� VXVWDLQDEOH� HPSOR\PHQW� �� DUH� DPRQJ� PRVW� LPSRUWDQW� DSSURDFKHV� WR� VXSSRUW� IDPLO\� VXSHUYLVRU� ZRPHQ��3D\LQJ� FUHGLW� IDFLOLWLHV� WR� DFFHVV� VXVWDLQDEOH� HPSOR\PHQW� ZLWK� HDV\� WHUPV� DW� OLPLWHG� WLPH�� LV� RQH� RI� WKH� PRVW�LPSRUWDQW�DSSURDFKHV�WR�VXSSRUW�IDPLO\�VXSHUYLVRU�ZRPHQ��%HFDXVH�DORQJVLGH�VXSSO\LQJ�WKHLU�FRQWLQXHV�QHHGV��WKHLU�HVWHHP�ZRXOGQ¶W�EH�PDUUHG��&XUUHQWO\��WKLV�DSSURDFK�LV�XVHG�DW�PDQ\�FRXQWULHV�DQG�SRVLWLYH�UHVXOWV�KDYH�HPHUJHG��>0RKDPPDG�5H]D�5H]DHL��0HKGL�1D]DUSRXU�DQG�$EEDV�(PDPL��,PSOLFDWLRQV�RI�PLFUR�FUHGLW�IRU�UXUDO�ZRPHQ�LQ�GHYHORSLQJ�FRXQWULHV��/LIH�6FLHQFH�-RXUQDO�����������������@��,661�������������KWWS���ZZZ�OLIHVFLHQFHVLWH�FRP�
.H\ZRUGV��PLFUR�FUHGLW��UXUDO�ZRPHQ��

,QWURGXFWLRQ��5XUDO�ZRPHQ�DUH�DPRQJ�WKRVH�PDMRU�JURXSV�DW�VRFLHW\� ZKR� SUHYLRXVO\� ZHUH� FRQVLGHUHG� OHVV� E\�SODQQHUV��GXH�WR�VSHFLILF�UHDVRQV�LQ�WKH�SDVW��$QG�WKLV�SUREOHP�LV�PRUH�REVHUYDEOH�DW�GHYHORSLQJ�FRXQWULHV��:KLOH�� E\� ORRNLQJ� DW� ZRPHQ¶V� KLVWRU\� RI� HFRQRPLF�DQG� VRFLDO� OLIH�� ZH� FDQ� ILQG� WKDW� WKLV� JUHDW� JURXS��FRQWLQXRXVO\� KDYH� SOD\HG� EDVLF� UROH� LQ� IRUPLQJ�HFRQRPLF� FRQGLWLRQ� RI� FRXQWU\�� 7KLV� JUHDW� JURXS�FRQVLVWHQW�ZLWK�PHQ�KDYH�KDG�DFWLYH�UROH�DW�DUHDV�RI�VRFLDO�HFRQRPLF�DFWLYLWLHV�DQG�DOZD\V�KDYH�KDG�PDMRU�SDUW� RQ� HFRQRPLF� SURGXFWLRQ� RI� VRFLHW\��1RZDGD\V��VXSSRUWLQJ� IDPLO\� VXSHUYLVRU� ZRPHQ� LV� DGRSWHG� E\�XQLYHUVDO� VRFLHW\�� DV� SROLWLF�� HFRQRPLF� D� VRFLDO�FRQFHUQ� DQG� QHDUO\� DOO� FRXQWULHV� DSSOLHG� UHODWHG�DSSURDFKHV�� DQG�KRZHYHU� WKHVH�HIIRUWV�KDYH�UHVXOWHG�LQ� IDLOXUH�� LQ� VR� PDQ\� FDVHV� �%DQLKDVKHP�� �������SD\LQJ�SDUW�RI�FRVW�RI�OLIH�E\�JRYHUQPHQW�RU�FKDULWLHV�� HVWDEOLVKLQJ� IRUXPV� WR� DQDO\]H� IDPLO\� VXSHUYLVRU�ZRPHQ¶V�SUREOHPV���VXSSO\LQJ�QHFHVVDU\�IDFLOLWLHV�WR�JURZ� DQG� LPSURYH� FKLOG¶V� OLIH� TXDOLW\� DQG� SD\LQJ�IDFLOLWLHV� WR� SURYLGH� VXVWDLQDEOH� HPSOR\PHQW�� DUH�DPRQJ�PRVW�LPSRUWDQW�DSSURDFKHV�WR�VXSSRUW�IDPLO\�VXSHUYLVRU�ZRPHQ���3D\LQJ�FUHGLW�IDFLOLWLHV�WR�DFFHVV�VXVWDLQDEOH� HPSOR\PHQW� ZLWK� HDV\� WHUPV� DW� OLPLWHG�WLPH�� LV� RQH� RI� WKH� PRVW� LPSRUWDQW� DSSURDFKHV� WR�VXSSRUW�IDPLO\�VXSHUYLVRU�ZRPHQ��%HFDXVH�DORQJVLGH�VXSSO\LQJ� WKHLU� FRQWLQXHV� QHHGV�� WKHLU� HVWHHP�ZRXOGQ¶W�EH�PDUUHG��&XUUHQWO\��WKLV�DSSURDFK�LV�XVHG�DW�PDQ\�FRXQWULHV�DQG�SRVLWLYH�UHVXOWV�KDYH�HPHUJHG���*KDIIDUL���������$IRUHPHQWLRQHG� SODQ�� GXH� WR� FRQWDLQLQJ�VSHFLDO�DGYDQWDJH�VXFK�DV�JLYLQJ�DFFHVVLEOH�ORDQ�ZLWK�ORZ� FRPPLVVLRQ� IHH� DQG� QR� LQWHUHVW� UDWH� DQG� DOVR�ORQJ�WHUP� UHSD\PHQW�� FRXOG� SURYLGH� FKDQFHV� IRU�PDQ\� IDUPHUV� WR� UHOHDVH� IURP� GHDOHUV� DQG� EURNHU�MREEHUV�� ,Q� WKLV� DSSURDFK�� JLYLQJ� PLFUR�FUHGLWV� WR�

UXUDO�ZRPHQ�VHHPV�PRUH�HIIHFWLYH��EHFDXVH�DORQJVLGH�DJULFXOWXUHV�DFWLYLWLHV�WKDW�QHHGHG�PRUH�LQYHVWPHQWV���ZRPHQ� E\� HQMR\LQJ� RI� YHU\� PLFUR�FUHGLWV� QRW� RQO\�FRXOG� FUHDWH� UHPDUNDEOH� FUHDWLYLWLHV� LQ� UXUDO�SURGXFWLRQV� EXW� DOVR� JDLQHG� ZRUWK\� HFRQRPLF� DQG�VRFLDO� DELOLWLHV� �� DQG� HYHQ� LPSURYHG� WKHLU� ILHOG� RI�VRFLDO�SUHVHQFH���ZHOO����/DKVDHL]DGHK���������,I� UXUDO� ZRPHQ� FDQ� ZRUN� WKURXJK� UHFHLYLQJ�FUHGLWV� �� ORDQ�DQG�RWKHUV�ILQDQFH�IDFLOLWLHV�DW�IDYRULWH�MREV� DQG� OLYH� WKURXJK� HDUQHG� LQFRPH� �DV� LW� FDOOHG�³VHOI�UHOLDQFH� DQG� LQGHSHQGHQFH´�� �� VR� XQGRXEWHGO\�ZH� ZRXOG� VHH� FKDQJHV� LQ� VRFLDO�� HFRQRPLF� DQG�FXOWXUDO�UHODWLRQV�RI�YLOODJH���+HUH��%DVLF� LVVXH� LV� WKDW� LI� FKDQJHV�KDSSHQHG�IROORZLQJ� RI� WKHVH� HYHQWV� LQ� YLOODJHV�� KDYH� SRVLWLYH�DVSHFWV� RU� QHJDWLYH"� � 1DWXUDOO\�� HYHU\� FKDQJH� LQ�LQVWLWXWLRQV� DQG� VRFLDO� SKHQRPHQD�KDV�ERWK�SRVLWLYH�DQG�QHJDWLYH�GLPHQVLRQV���)DUJKGDQ����������%HLQJ� KLJK� DQG� ORZ�RI� HDFK� RQH� LV� GHSHQGHG�RQ�YDULRXV�FRQGLWLRQV�DQG� WHUPV�VR�LW� LV�YDULHG�IURP�RQH� VRFLHW\� WR� DQRWKHU� VRFLHW\�� ,Q� ,UDQLDQ� UXUDO�VRFLHWLHV�� FXOWXUDO� DQG� VRFLDO� FRQWH[W� LV� VXFK� WKDW��FRQVHTXHQFHV� RI� WKHVH� SKHQRPHQD� PD\EH� EHLQJ�GLIIHUHQW� DQG� VRPHWLPHV� FRQWUDGLFWRU\�� +RZHYHU�WKHVH� DFWLRQV� FDXVHG� WKDW� ZRPHQ� VWDQG� LQ� JRRG�HFRQRPLF� FRQGLWLRQ� DQG� DOVR� JDLQ� VHOI� UHOLDQFH� DQG�UHO\� WKHPVHOYHV� ZLWK� QR� KHOS� IURP� KXVEDQGV�� EXW�GRPLQDQW�FXOWXUDO�VSDFH�RQ�YLOODJHV�PD\�FUHDWH�VRPH�GLVRUGHUV��$W�PRVW�RI�YLOODJHV�LQ�,UDQ��SDWULDUFKDO�ZLWK�DOO� IHDWXUHV� GRPLQDWH� DQG� ZRPHQ¶V� ILQDQFLDO� VHOI�UHOLDQFH�PD\�QRW�EHLQJ�SOHDVDQW�IRU�VRPH�KXPDQ�DQG�UXUDO� JURXSV�� :KHQ� ZRPHQ� JDLQ� ILQDQFLDO�LQGHSHQGHQFH� LQ� YLOODJHV�� LPSDFWV� DQG� VRFLDO� DQG�FXOWXUDO�FRQVHTXHQFHV�ZRXOG�HPHUJH���&KDERNUX�DQG�HWDO���������,QFUHDVLQJ� 6XIIUDJH�� ODFN� RI� UHO\LQJ� RQ� YDVW�SDWULDUFKDO� IDPLOLHV�� LQFUHDVLQJ� FXOWXUDO�DFNQRZOHGJPHQW�� UHODWLRQ� ZLWK� QHZHU� LQVWLWXWLRQV��
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KDYLQJ� LQWHOOHFWXDO� LQGHSHQGHQFH�� PDNLQJ� GHFLVLRQ�IRU� PDUU\LQJ�� RFFXSDWLRQ�� HPLJUDWLRQ� DQG� HWF� DUH�WKRVH� ULJKWV� WKDW� WKH\� JDLQ�� JDLQLQJ� DIRUHPHQWLRQHG�ULJKWV� E\� ZRPHQ� LQ� FRQWH[W� RI� FXOWXUDO� DQG� VRFLDO�IUDPHZRUN� IROORZHG� VRPH� FKDQJHV� WKDW�PD\EH� OHDG�WR� GLVIXQFWLRQV� DQG� HYHQ� FUHDWH� GLVRUGHUV� DQG�DEQRUPDOLWLHV� DW� WUDGLWLRQDO� �� IDPLOLDO� DQG� NLQVKLS�UHODWLRQV�WKDW�GRPLQDWHG�RQ�YLOODJHV��)DNKUDHH�������� :KDW� WKDW� SHUIRUPLQJ� FUHGLWV� SURJUDPV�� KDV�PDGH� LQ� UHFHQW� \HDUV�� ZDV� RQ� EURDG� RXWORRN� ZLWK�SXUSRVH�WR�DFFHVV�WR�VDPH�UHVXOWV�DV�DERYH�ILQGLQJV��7KXV�� LQ�RQH� LQFOXVLYH�RXWORRN� �� LW� LV�SRVVLEOH�WR� XVH�PLFUR�FUHGLWV� SURJUDPV� WR� VROYH� WKRVH� LVVXHV�ZKLFK� LQYROYHG� ZLWK� � UXUDO� ZRPHQ¶V� HFRQRPLF�OLPLWDWLRQV�� VR� WKDW� OHDG� WKHP� WRZDUG� VRFLDO�HPSRZHUPHQW�� LQ� WKH� FRQWH[W� RI� � HFRQRPLF� JURZWK��5DKPDQL�DQGDOLEL�����������
�0LFUR�FUHGLWV��7KH�PDMRU�EHQHILFLDULHV�RI�PLFUR�FUHGLW�SURJUDPV�DUH�UXUDO�ZRPHQ�DQG�ORZ�LQFRPH�JURXSV�ZKR�XVH�WKH�PLFUR�FUHGLWV� WR� LPSURYH� WKHLU� VRFLDO� DQG� HFRQRPLF�VWDWXV�� %RZPDQ� ������� JLYHV� D� VKRUW� EXW� FOHDU�GHILQLWLRQ� RI� PLFUR�FUHGLW� LQ� KLV� ERRN�� ZKLFK� LV� DV�IROORZV��³6PDOO�� VKRUW�� FROODWHUDO�IUHH´�� ,Q� RWKHU� ZRUGV�PLFUR�FUHGLW� PHDQV� SURYLGLQJ� VPDOO� ORDQV� ZLWKRXW�DQ\� WKLQJ� DV� VHFXULW\� IRU� ODZ� LQFRPH� SHRSOH� DQG�WKH\¶OO� SD\�EDFN� WKH� ORDQ� LQ�D� VKRUW� �SHULRG�RI� WLPH���$UDE�0D]DU�DQG�0RWDPHG��������)RU� WKH�SDVW� WZR�GHFDGHV��PLFUR�FUHGLW�KDV�EHHQ�RQH�RI� WKH� VROXWLRQV�FRQVLGHUHG� LQ�RUGHU� WR�H[SHGLWH�LQYHVWPHQW�SURFHVV�DQG�VWUHQJWKHQ�WKH�ILQDQFLDO�EDVHV�LQ� UXUDO� DQG� GHSULYHG� DUHDV�� (PSRZHUPHQW� DQG�SRYHUW\�HUDGLFDWLRQ�LQ�GHSULYHG�FRPPXQLWLHV�WKURXJK�LPSURYLQJ�SURGXFWLYLW\�DUH�DOO�UHVXOWV�RI�PLFUR�FUHGLW��0LFUR�FUHGLW�KDV�SURYHQ� LWV�YDOXH� LQ�GHYHORSPHQW�DV�DQ�HIIHFWLYH�WRRO�LQ�VWUXJJOLQJ�SRYHUW\�DQG�KXQJHU��,W�KDV�WKH�DELOLW\�WR�FKDQJH�DQG�LPSURYH�SHRSOH¶V�OLYHV��HVSHFLDOO\�SHRSOH�LQ�QHHG��,Q� PLFUR�FUHGLW� SURJUDPV� WKHUH� DUH� VRPH� RWKHU�SDUWV� OLNH� VPDOO�VDYLQJ�DFFRXQWV�DQG�GHSRVLWV�� WKDW¶V�ZK\� WKH\� DUH� SUHVHQWHG� DV� D� FUHGLW�VDYLQJ� SURJUDP��0RD]DPL�DQG�HW�DO���������7KH� WZR� WHUPV� LQ� ³PLFUR�FUHGLW´� UHIHU� WR� WRZ�IXQGDPHQWDO�FRQFHSWV�WKDW�LW�LV�GHDOLQJ�ZLWK��7KH�ILUVW�WHUP� ³PLFUR´� UHIHUV� WR� LQHIILFLHQF\� RI� FODVVLFDO�HFRQRPLVWV¶�GHYHORSPHQW�PHWKRGV��)RFXV�RQ�WKH�WHUP�³PLFUR´� LPSOLHV� UHYLVLQJ� WKH� PDUNHW¶V� HFRQRPLFDO�UHFRPPHQGDWLRQ� LQ� UXUDO� GHYHORSPHQW�� 6PDOO� DQG�PLFUR�VFDOH� DFWLYLWLHV� DUH� WKH� RQHV� GRQH� ZLWKLQ� WKH�ORFDO� PDUNHWV� ZLWK� JRDO� RI� SURYLGLQJ� OLYHOLKRRG� IRU�KRXVHKROGV� DQG� ZLWK� OHDVW� OLQN� WR� WKH� QDWLRQDO� DQG�LQWHUQDWLRQDO� HFRQRP\�� 7KH� VHFRQG� WHUP� ³FUHGLW´�UHIHUV� WR� UXUDO� FLUFXPVWDQFHV� DQG� ODFN� RI� RIILFLDO�

VRXUFHV� ZKLFK� LV� D� FULWLFDO� SUREOHP� IRU� WKHP�� %\�GHVLJQLQJ�D�PLFUR�FUHGLW�SODQ��WKH�V\VWHP�LV�WU\LQJ�WR�SURYLGH�FUHGLW�VRXUFHV�IRU�SRRU�IDPLOLHV�DQG�LQFUHDVH�HIILFLHQF\� RI� UXUDO� PDUNHW�� ,Q� PLFUR�FUHGLW� V\VWHP��SURGXFWLRQ� LV� PRVWO\� ORFDO� DQG� LQGXVWULDO�� WKHUHIRUH�HFRQRPLF�VXUSOXV�LQ�WKHVH�SURJUDPV�LV�UHODWLYHO\�ODZ��0LFUR�FUHGLW� V\VWHP� LV� ZLGHO\� DSSOLHG� LQ� FRXQWULHV�WKDW� WKHLU� QDWLRQDO� HFRQRPLF�SURJUDP� LV� QRW�FDSDEOH�RI� FUHDWLQJ� MRE� DQG� LQFRPH�JHQHUDWLQJ�RSSRUWXQLWLHV�IRU�WKH�PDMRULW\�RI�VRFLHW\���1DMDIL����������
0LFUR�FUHGLW�FKDUDFWHULVWLFV�����(PSRZHUPHQW�(PSRZHUPHQW� LV� RQH� RI� WKH� PDMRU� JRDOV� RI�PLFUR�FUHGLW�DQG�LW¶V�FRQVLGHUHG�DV�D�SURSHU�LQGH[�WR�HYDOXDWH�LW��&UHDWLQJ�VHOI�UHOLDQFH�DQG�VHOI�FRQILGHQFH�LQ� SHRSOH�� HPSRZHUPHQW� LV� RQH� RI� WKH� LPSRUWDQW�IDFWRUV� WR� GHDO� ZLWK� SRYHUW\�� ,W� DOVR� FUHDWHV� VRFLDO�FDSDFLW\��(PSRZHUPHQW�SODQV�LQFOXGH����� )RUPLQJ�ILQDQFLDO�JURXSV�DQG�FUHDWLQJ�VRFLDO�FDSDFLW\���� (GXFDWLRQ� DV� D� VXSSOHPHQWDU\� IDFWRU� RI��FUHGLW�VDYLQJ����� $VVLJQLQJ� PDQDJHPHQW� RI� FUHGLW� SODQV� WR�PHPEHUV���
���6WDELOLW\��6WDELOLW\� LV� D� IXQGDPHQWDO� FKDUDFWHULVWLF� IRU� D�FRPSUHKHQVLYH� GHYHORSPHQW� SURJUDP� DQG� OHDGV� WR�FRQWLQXDQFH�RI�WKH�SURJUDP�DQG�PDNHV�FUHGLW�VDYLQJ�SODQV�GLIIHUHQW�IURP�RWKHUV���6WDELOLW\�LQGLFDWRUV����UHGXFH� GHSHQGHQFH� RQ� H[WHUQDO� ILQDQFLDO�UHVRXUFHV��UHGXFH�WUDGLQJ�H[SHQVHV��FXW�WKH�ORDQ�VXEVLGHV��%DQLKDVKHP����������
��� &UHDWLQJ� DQG� H[SDQGLQJ� LQFRPH� JHQHUDWLQJ�DFWLYLWLHV�$ VWXG\� FRQGXFWHG� E\� :RUOG� %DQN� DERXW�PLFUR� ILQDQFLDO� LQVWLWXWLRQV� KLJKOLJKWV� WKUHH�PRVW�IUHTXHQW�JRDOV����� &UHDWLQJ� HPSOR\PHQW� RSSRUWXQLWLHV� IRU�PHPEHUV���� ,QFUHDVLQJ� YXOQHUDEOH� JURXSV¶� LQFRPH� DQG�SURGXFWLYLWLHV�����5HGXFH�IDPLO\¶V�GHSHQGHQFH�RQ�DJULFXOWXUH�LQ�GURXJKWV¶�SURQH�DUHDV�
7KH�UROH�RI�PLFUR�FUHGLWV�LQ�SRYHUW\�HUDGLFDWLRQ��

7KH�ILUVW�DSSOLFDWLRQ�RI�PLFUR�FUHGLW�ZDV�DERXW���� \HDUV� DJR�ZLWK� WKH� HVWDEOLVKPHQW�RI�*UXPPDQ�%DQN� LQ� %DQJODGHVK�� 7KLV� EDQN�� SURYLGLQJ� FUHGLW�
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IRU� WKH� SRRU� �SDUWLFXODUO\� ZRPHQ� DV� ���� RI� LWV�FOLHQWV�DUH�WKHP���KDV�PDQDJHG�WR�LQFUHDVH�LQFRPH�DQG�HFRQRPLF�ZHOIDUH��1RZ�WKH�SURJUDP�LV�UXQQLQJ�LQ�PRVW�SDUWV�RI�ZRUOG�HVSHFLDOO\�$VLD��$IULFD�DQG�/DWLQ�$PHULFD��2QH�LQWHUHVWLQJ�SRLQW�LV�WKDW�XQOLNH�SULRU�SHUFHSWLRQV��WKH�SRRU�FRYHUHG�E\�PLFUR�FUHGLW�SURJUDPV�KDV�EHHQ�YHU\� VXFFHVVIXO� LQ�SD\LQJ�EDFN�WKHLU�ORDQV��,Q� WKH�FRXQWULHV� WKDW�FUHGLWV�DUH�SURYLGHG� LQ�D�SURSHU� ILQDQFLDO�PDQQHU��QRW�RQO\� LW�KDV� LQFUHDVHG�SURGXFWLRQ�DQG� LQFRPH�EXW�DOVR� LW�KDV�HQFRXUDJHG�SRRU�WR�VDYH�D�SDUW�RI�WKHLU�LQFRPH��7KHVH�VDYLQJV�FDQ� EH� DQ� LPSRUWDQW� VXSSRUW� IRU� WKH� LQVWLWXWHV�SURYLGLQJ�PLFUR�FUHGLWV�DQG�FDQ�EH�D�ILQDQFLDO�EDVH�IRU� PRUH� ORDQV� DQG� DOO� WKHVH� UHVXOW� LQ� LQVWLWXWHV¶�ILQDQFLDO�GHSHQGHQFH��:LWK� WKH� QHZ� ZD\� RI� PLFUR�FUHGLW� SD\PHQWV��LQ� DGGLWLRQ� WR� FRYHULQJ� SRRU¶V� ILQDQFLDO� QHHGV�� D�FRPELQDWLRQ� RI� RWKHU� VHUYLFHV� DQG� IDFLOLWLHV� DUH�DYDLODEOH� IRU� WKHP�� VXFK� DV� VDYLQJ� DFFRXQWV��HGXFDWLRQDO� VHUYLFHV�� DQG�FRRSHUDWLRQ�SRVVLELOLWLHV��*RHW]�DQG�6HQJXSWD����������
'LVFXVVLRQ�DQG�FRQFOXVLRQ���6XSSO\LQJ� FUHGLWV� DQG� DQDO\]LQJ� FUHGLWV�DSSURDFKHV� FDXVH� RSSRUWXQLW\� WR� DFWLYDWH� SRRU�PHQ¶V� ZRUNLQJ� SRZHU� �� HVWDEOLVKLQJ� ILHOG� IRU�VXVWDLQDEOH� SURGXFWLRQ� DQG� LQFRPH� �� SUHYHQW�XVXUHUV�DQG�SUH�VKRSSHUV�RI�DJULFXOWXUH�SURGXFWLRQV�WR�SOXQGHU�SRRU�UXUDO�PHQ�DQG�ILQDOO\�HPSRZHULQJ�SRRU� SHRSOH� HVSHFLDOO\� ZRPHQ�ZKR� FDQ�ZRUN� EXW�ZHUH�GHSULYHG�WR�KDYH�FDSLWDO�DQG�ZRUN�WRROV���DQG�H[WHQVLRQ� DFFRUGDQFH� WR� WKHLU� DFWLYLWLHV� VXFK� DV�QHHGV� DVVHVVPHQW�� LGHQWLI\LQJ� WDUJHW� JURXS��RUJDQL]LQJ�SRRU�SHRSOH���JLYLQJ�QHHGHG�VSHFLDOL]HG�DQG�SXEOLF� WUDLQLQJ�DQG�«�KDYH�LPSRUWDQW� UROH�RQ�HIIHFWLYHQHVV�DQG�PDNH�HIIHFWLYH�DFWLYLWLHV�RI�WKHVH�FUHGLWV���:RURQLXN 6FKDONZ\N� ������� DW� WKHLU�FRQGXFWHG�UHVHDUFK�EHOLHYH�WKDW�QRZ��PLFUR�FUHGLWV��PLFUR�ILQDQFH�VRXUFHV�DQG�VPDOO�EXVLQHVV�XQLWHV�DUH�PRVW�HIIHFWLYH�PHFKDQLVP�WR�GHFUHDVH�SRYHUW\���3OLWW� DQG� RWKHUV�� FRQGXFWHG� UHVHDUFK� DV� WKH\�FDOOHG� LW� ³GR� FUHGLWV� SURJUDPV�� FDQ� HPSRZHU�ZRPHQ� ³"� 5HVXOWV� VKRZHG� WKDW� FRUSRUDWLRQ� DW�FUHGLWV�SURJUDPV�KHOSV�HPSRZHULQJ�ZRPHQ���*RHW]� 6HQJXSWD� �������� SUHVHQWHG� QHJDWLYH�LPDJH� RI� FUHGLWV� HIIHFWV� RQ� HPSRZHULQJ� ZRPHQ��7KH\� FRQFOXGHG� WKDW�PRVW�ZRPHQ�KDYH�PLQLPXP�FRQWURO�RQ�WKHLU�ORDQV��$QG�ZKHQ�UHSD\PHQW�SHULRG�LV� VKRUW�� WKLV� VKRUWDJH� RI� FRQWURO� KDV� GHYDVWDWLQJ�HIIHFWV�RQ�ZRPHQ�ZHOIDUH���+DVKHPL�DQG�RWKHUV��������IRXQG�WKDW�MRLQLQJ�WR�*UDPLQ�%DQN��KDV�PHDQLQJIXO�SRVLWLYH�DIIHFWV�RQ�FRQWUROOLQJ�ZRPHQ��DQG�KHOSV�WR�IDPLO\�LQFRPH���

,Q�UHVHDUFKHV�WKDW�FRQGXFWHG�E\�1DQGD��������EHFDPH� FOHDU� WKDW� ZRPHQ� SDUWLFLSDWLRQ� LQ� FUHGLWV�SURJUDPV� KDG� SRVLWLYH� DIIHFWV� RQ� WKHLU� GHPDQG�DERXW�KHDOWK�FDUH���)LRQD�6WHHOH�DQG�HWDO��������LQ�UHVHDUFKHV�WKDW�FRQGXFWHG� DV� FDOOHG� ³� LQIOXHQFHV� RI� FUHGLWV�SURJUDPV� RQ� HPSRZHULQJ�ZRPHQ�DW�%DQJODGHVK� ��IRXQG�WKDW�ZRPHQ�ZKR�MRLQHG�WR�FUHGLWV�SURJUDPV���KDYH� SDUWLFLSDWHG� LQ� PRUH� HGXFDWLRQDO� SURJUDPV�DQG�KDYH�PDUULHG�ZLWK�PRUH�HGXFDWHG�PHQ�DQG�DOVR�WKH\�KDYH�VDYHG�PRUH�DQG�WKH\�KDG�PRUH�FDVK����(OOHQ� DQG� KHU� FROOHDJXHV� ������� XVHG�DSSURDFK� FDOOHG� LW� ³FUHGLWV� DQG� HGXFDWLRQ� DW�%ROLYLD�� *KDQD�� +RQGXUDV�� 0DOL� DQG� 7KDLODQG´��7KLV� DSSURDFK� ORRNV� IRU� HPSRZHULQJ� ZRPHQ�WKURXJK� ILQDQFLDO� VHUYLFHV� ZLWK� HGXFDWLRQ�� ,Q� WKLV�DSSURDFK��ZRPHQ�JHW� IDPLOLDU�ZLWK� LPSRUWDQFH�RI�FUHGLWV� WKURXJK� HGXFDWLRQ� DQG� H[WHQVLRQ� DQG� DOVR�IDPLOLDU�ZLWK�ZD\V�WR�DFFHVV�LW�WKURXJK�HVWDEOLVKLQJ�GLIIHUHQW�JURXSV���6KDKQDM� DQG� FKDXGKXU\������� LQ� UHVHDUFK� DV�³FUHGLWV� DQG� LWV� UROH� RQ� HPSRZHULQJ� ZRPHQ� ³�FRQFOXGHG� WKDW� WKHUH� LV� PHDQLQJIXO� UHODWLRQ�EHWZHHQ� DWWHQGLQJ� LQ� FUHGLWV� SURJUDPV� DQG�HPSRZHULQJ�ZRPHQ���DW�HFRQRPLFDO�GLPHQVLRQV����5XKDO�DPLQ�DQG�RWKHUV��������IRXQG�WKDW�WKRVH�ZKR� MRLQHG� FUHGLW� IXQGV� KDG� PRUH� DELOLW\� UDWKHU�WKDQ�WKRVH�ZKR�GLGQ¶W���-DPHHOD��������SUHVHQWHG�WKDW�FUHGLW�SURJUDPV�KDV�VKRZQ�ORW�RI�DIIHFWV�RQ�HPSRZHULQJ�ZRPHQ�VR�WKDW�KDV�LQFUHDVHG�WKHLU�VRFLDO��SROLWLF�DQG�HFRQRPLF�DELOLW\���7KXV�LW�LV�REYLRXV�WKDW�FUHGLWV�SURJUDPV�DQG�LWV�HGXFDWLRQDO� DQG� HPSRZHULQJ� SURJUDPV� FDQ� EH�DIIHFWLYH� RQ� VRFLDO�� KXPDQH� DQG� HFRQRPLF�GHYHORSPHQW� RU� UXUDO� VRFLHW\�� LI� LW� EH� DVVRFLDWHG�ZLWK� SURSHU� DQG� JUDGXDO� SUDFWLFHV� DQG� EDVH� RQ�UHFLSURFDO� FRPPXQLFDWLRQV� SULQFLSOHV� DQG� DSSO\�RSLQLRQ�RI�ORFDO�VRFLHW\��0D\EH� WKH� PDLQ� FKDOOHQJHV� WKDW� WKUHDWHQ�FUHGLWV� DVVRFLDWLRQV� �� LV� ODFN� RI� QHFHVVDU\�HPSKDVL]HV� RQ� VRFLDO� GLPHQVLRQV� DQG� RQ�UHLQIRUFLQJ�WKHLU�EDVLFV���WKDW�SUDFWLFDOO\�FDXVH�WKDW�WKLV�VRFLDO�IRXQGDWLRQV�ORVH�LWV�HIILFLHQF\�VRRQ�DQG�SUDFWLFDOO\�FKDQJHG�WR�XQVXFFHVVIXO�LQVWLWXWLRQ����,Q� RUGHU� WR� RYHUFRPLQJ� GRPLQDQW�FRQVLGHUDWLRQ�� H[SHUWV� EHOLHYH� WKDW� ZH� VKRXOG�FRQVLGHU� IROORZLQJ� LQ� SURWHFWLRQ� SURFHVV� RI� WKHVH�VRFLDO�LQVWLWXWLRQV���x HVWDEOLVKLQJ� DQG� UHLQIRUFLQJ� WKURXJK�VXSSRUWLQJ� ZLWKRXW� DQW� GLUHFW� JRYHUQPHQW�LQYROYHPHQW��x HYDOXDWLQJ� DQG� FRQVWDQW� PRGLI\LQJ� RI�ILQDQFLDO�PDQDJHPHQW�PHFKDQLVPV��x LPSURYLQJ�RUJDQL]DWLRQ�HIIHFWLYHQHVV��
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x HVWDEOLVKLQJ�FRQVWDQW�UHODWLRQ�DQG�LQWHUDFWLRQ�ZLWK�VLPLODU�DQG�HTXDO�V\VWHPV���x HVWDEOLVKLQJ� ORFDO� �� UHJLRQDO� DQG� QDWLRQDO�QHWZRUNV��x HVWDEOLVKLQJ� VXSSRUW� DQG� FRYHU� V\VWHPV� LQ�RUGHU�WR�GHFUHDVH�ULVN�� x HVWDEOLVKLQJ� EDODQFH� DQG� LQWHUDFWLRQ� ZLWK�ILQDQFLDO� V\VWHPV� JUHDWHU� GHFLVLRQ� PDNLQJ�LQFOXGH�� FDSLWDO� PDUNHW� �ORFDO�� UHJLRQDO��QDWLRQDO��DQG�JRYHUQPHQWDO���DOVR�IROORZLQJ�VXJJHVWLRQV�KDYH�EHHQ�RIIHUHG���x KHOSLQJ� WR� PDUNHWLQJ� DQG� HVWDEOLVKLQJ�PDQ\� H[KLELWLRQV� IRU� PHPEHU¶V�SURGXFWLRQV�� FUHGLW� SURJUDPV�� JXLGLQJ�DQG�WUDLQLQJ�WKHP�LQ�OLQH�ZLWK�JURXS�DQG�ZRUNVKRS� DFWLYLW\�� FDQ� DVVLVW� WKHP� RQ�HFRQRPLF�HPSRZHUPHQW���x VLQFH�ZRPHQ�KDYH�SRLQWHG�WR�HGXFDWLRQ�GHILFLHQF\� DV� PDMRU� EDUULHU� IRU�HPSRZHULQJ�WKHP���WKXV�HGXFDWLQJ�UXUDO�ZRPHQ� DW� WKH� ILHOG� RI� H[SORLWLQJ�GLIIHUHQW� FUHGLWV� DQG� FKDQQHOV� RI�UHFHLYLQJ� FUHGLWV� �� DQG� DOVR� YDULRXV�HGXFDWLRQV��� LV��VR�WKDW�OHDG�WR�HQDEOLQJ�WKHP� �� WKDW� FRQWDLQ� FRQVLGHUDEOH�LPSRUWDQFH��x SURYLGLQJ�H[WHQVLRQ�HGXFDWLRQV�IRU�PHQ�LQ� RUGHU� WR� EHOLHYH� HFRQRPLF� UROH� RI�WKHLU�ZRPHQ���DQG�JLYH�WKHP�FKDQFH�RI�FRUSRUDWLRQ� RQ� DOO� HFRQRPLF� �� FUHGLWV�ILHOGV�x 6LQFH� WKDW� EDVH� RI� FUHGLW� DVVRFLDWLRQ��IRUPV� EDVH� RQ� 3HRSOH� &RUSRUDWLRQ�� VR�LW
V� JRRG� FKDQFH� WR� XVH� WKHVH�FRPPXQLWLHV� WR� H[SDQG� H[WHQVLRQ�HGXFDWLRQ� DFWLYLWLHV�� VR� LW� LV� EHWWHU� WR�FRQVLGHU� VSHFLDO� SURJUDPV� RQ� GLIIHUHQW�H[WHQVLRQDO� ILOHG� VXFK� DV� DJULFXOWXUH� ��UDQFKLQJ���IDPLO\�KHDOWK���KRXVHNHHSLQJ�HFRQRP\�DQG�RWKHU�ILHOGV�DFFRUGDQFH�WR�FRQGLWLRQ� RI� UHJLRQ� DQG� UXUDO�ZRPHQ¶V�QHHGV���x LW� LV� VXJJHVWHG� WKDW� YDVW� DQG� � H[DFW�SURJUDPPLQJ� KDSSHQV� DW� IROORZLQJ�ILHOGV���D�� H[WHQGLQJ� LQVXUDQFH�� IDFLOLWLHV� IRU�DPHQLWLHV��E��HGXFDWLQJ�ZRPHQ�DERXW�DZDUHQHVV�RI� WKHLU� RZQ� LQGLYLGXDO� DQG� VRFLDO�ULJKWV�F�� SHUVXDGLQJ� UXUDO� ZRPHQ� DERXW�LPSRUWDQFH� RI� SDUWLFLSDWLQJ� DW�FRRSHUDWLYHV�����DQG�RWKHU�HGXFDWLRQDO�LQVWLWXWHV��

G�� HGXFDWLQJ� ZRPHQ� DERXW� MRE�PDQDJHPHQW� DQG� LQFRPH�PDQDJHPHQW����&RUUHVSRQGLQJ�$XWKRU��0HKGL�1D]DUSRXU��0DUYGDVKW� %UDQFK�� ,VODPLF� $]DG� 8QLYHUVLW\��0DUYGDVKW��,UDQ��(�PDLO��IHUHVKWHK�����#\DKRR�FRP��
5HIHUHQFHV����� $PLUL�� 6�� )HPDOH� FHQWHUHG� VXVWDLQDEOH� KXPDQ�GHYHORSPHQW�� -RXUQDO� RI� $JULFXOWXUDO� DQG�'HYHORSPHQW�(FRQRPLFV��������1R�������� $UDE�0D]DU�� $�� DQG� -DPVKLGL�� 0�� 7�� ��������$UWLFOH� �7KH� UROH� RI� DJULFXOWXUDO� EDQNV� LQ�ILQDQFLQJ�DJULFXOWXUDO�PLFUR�FUHGLW���&RQIHUHQFH�RQ� UXUDO� GHYHORSPHQW� DQG� SRYHUW\� UHGXFWLRQ��DJULFXOWXUDO�EDQNV��7HKUDQ������ $UDJK]DGHK��0��LQVWLWXWLRQV�DFWLYH�LQ�WKH�ILHOG�RI�SURYLGLQJ� ILQDQFLDO� VHUYLFHV� WR� UXUDO� ZRPHQ��&RQIHUHQFH� 3URFHHGLQJV� UXUDO� ZRPHQ� PLFUR�FUHGLW���9ROXPH�,,��������������������� %DNKVKRRGHK� 0�� DQG� +DELEXOODK� 6DODPL��$UWLFOH� �7KH� UROH� RI� DJULFXOWXUDO� EDQNV� LQ�UHGXFLQJ� SRYHUW\� ZLWK� HPSKDVLV� RQ� PLFUR�FUHGLW��� &RQIHUHQFH� RQ� UXUDO� GHYHORSPHQW� DQG�SRYHUW\� UHGXFWLRQ�� DJULFXOWXUDO� EDQNV�� 7HKUDQ����������� %DODOL�� /�� 0LVVLRQ� 7ULS� 5HSRUWV� VDPSOHV�SURGXFLQJ� UXUDO� ZRPHQ� �UXUDO� ZRPHQ
V� HIIRUWV�$IIDLUV� 0LQLVWU\� RI� $JULFXOWXUH�� WR� ,QGLD� DQG�PHHWLQJ�ZLWK� WKH�ERDUG�RI� GLUHFWRUV� DQG� VHQLRU�PDQDJHUV� 1DWLRQDO� %DQN� RI� $JULFXOWXUH� DQG�5XUDO� 'HYHORSPHQW� �1$%$5'�� VHOI�HPSOR\PHQW� :RPHQ
V� $VVRFLDWLRQ� �6(:$���DQG� WKH� (PSRZHUPHQW� ,QVWLWXWH� UXUDO� ZRPHQ��&$5(������������ %DQLKDVKHP�� )�� 5XUDO� ZRPHQ�� HGXFDWLRQ��DVVRFLDWLRQ� DQG� SDUWLFLSDWLRQ�� -LKDG� -RXUQDO�YLOODJH�����\HDUV��1R�������������S��������� &KDQJL]L� $VKWLDQL�� 0� �,QFOXGLQJ� WKH� VKDUH� RI�ZRPHQ� LQ� SURGXFLQJ� FRXQWULHV�� -RXUQDO� RI�$JULFXOWXUDO� (FRQRPLFV� DQG� 'HYHORSPHQW�� WKH�WKLUG�\HDU��VSHFLDO�UROH�RI�ZRPHQ�LQ�DJULFXOWXUH��7HKUDQ�� 0LQLVWU\� RI� $JULFXOWXUH� SXEOLFDWLRQV��������3S����������� (OOHQ� 9RU� GHU� %UXHJJH�� 0DXUHHQ� 3ODV��&KULVWRSKHU� 'XQIRUG� DQG� .DWKOHHQ� (�� 6WDFN��&UHGLW� ZLWK� HGXFDWLRQ�� D� VHOI�ILQDQFLQJ� ZD\� WR�HPSRZHU�ZRPHQ����������� )DNKUDHH�� 6�� (FRQRPLF� DQG� VRFLDO� HIIHFWV� RI�WKHLU� ILQDQFLDO� UHOLDQFH� RI� ZRPHQ� LQ� UXUDO�FRPPXQLWLHV������������ )$2�� :RPHQ� LQ� DJULFXOWXUDO� GHYHORSPHQW���7UDQVODWHG� E\�� 6DOHK�*+� DQFHVWU\��� 3XEOLVKHU��
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0DQDJHPHQW�VWXGLHV�DQG�VWXGLHV�DQG�SURPRWLQJ�SHRSOH
V� SDUWLFLSDWLRQ� 'HSXW\� $JULFXOWXUH� �WKH�IRUPHU���3S������������������ )LRQD� 6WHHOH�� 6DMHGD� $PLQ� DQG� 5XFKLUD� 7��1DYHG�� 7KH� ,PSDFW� RI� DQ� ,QWHJUDWHG� 0LFUR�FUHGLW�3URJUDP�RQ�:RPHQ¶V�(PSRZHUPHQW�DQG�)HUWLOLW\�%HKDYLRU�LQ�5XUDO�%DQJODGHVK������������ *KDIIDUL�� *+�� 7KH� UROH� RI� ZRPHQ� DQG� VRFLDO�GHYHORSPHQW�� :RPHQ
V� 0DJD]LQH�� ������ 1R������S���������� *RHW]�� $�� DQG� 5LQD� 6HQJXSWD�� 5�� �:KR� 7DNHV�WKH� &UHGLW"� *HQGHU�� 3RZHU�� DQG� &RQWURO� RYHU�/RDQ� 8VH� LQ� 5XUDO� &UHGLW� 3URJUDPV� LQ�%DQJODGHVK���:RUOG�'HYHORSPHQW ������������������������� -DPHHOD� Y�� D�� 0LFUR� FUHGLW�� HPSRZHUPHQW� DQG�GLYHUVLRQ�RI�ORDQ�XVH������������ /DKVDHL]DGHK�� $�� 6RFLRORJ\� RI� UXUDO�GHYHORSPHQW�� 7HKUDQ�� 3XEOLFDWLRQ� 'D\V�� ������S���������� 0RD]DPL�� 0�� 5DKLPL� $�� DQG� $]DP� WD\HIH�+HLGDUL���&RYHUDJH�DQG�VXVWDLQDELOLW\�RI�PLFUR�FUHGLW� SURJUDPV�� FDVH� VWXG\� RI� UXUDO� ZRPHQ�PLFUR�FUHGLW� IXQG�� 5HVHDUFK� &HQWHU� IRU� 5XUDO�:RPHQ� DQG� 5XUDO� $IIDLUV� 0LQLVWU\� RI�$JULFXOWXUH������������� 1DMDIL�� 0� �������� 3DUWLFLSDWRU\� HYDOXDWLRQ� RI�UXUDO� ZRPHQ� PLFUR�FUHGLW� IXQG� VFKHPH�� WKH�RUJDQL]DWLRQ� SURPRWLQJ� HGXFDWLRQ� DQG�DJULFXOWXUDO�UHVHDUFK������� 1DQGD�� 3�� �������� :RPHQ
V� SDUWLFLSDWLRQ� LQ�UXUDO� FUHGLW� SURJUDPV� LQ� %DQJODGHVK� DQG� WKHLU�GHPDQG� IRU� IRUPDO� KHDOWK� FDUH�� LV� WKHUH� D�SRVLWLYH� LPSDFW"�&HQWHU� IRU�+HDOWK�DQG�*HQGHU�(TXLW\��86$������� 1DYDE�$NEDU��)��7KH�UROH�RI�UXUDO�ZRPHQ�LQ�WKH�SDVW�GHFDGH��-RXUQDO�RI�$JULFXOWXUDO�(FRQRPLFV�DQG� 'HYHORSPHQW�� FRQIHUHQFH� SDSHUV�� ZRPHQ�SDUWLFLSDWLRQ�DQG�$JULFXOWXUH�������-RXUQDO�1R�����3XEOLVKLQJ�0LQLVWU\�RI�$JULFXOWXUH��������3������������ 5DKPDQL� $QGDOLEL�� 6�� �1HHG�� SULQFLSOHV��PHFKDQLVPV� DQG� DGYDQWDJHV� RI� PLFUR�FUHGLW�SURJUDPV� LQ� VPDOO� EXVLQHVV� GHYHORSPHQW� DQG�LPSURYHPHQW� RI� UXUDO� ZRPHQ��� &RQIHUHQFH�3URFHHGLQJV�9ROXPH� ,,� RI� UXUDO�ZRPHQ�PLFUR�FUHGLW� DQG� SURPRWLQJ� SHRSOH
V� SDUWLFLSDWLRQ�'HSXW\� 0LQLVWU\� RI� $JULFXOWXUH� �� %XUHDX� RI�:RPHQ�$IIDLUV� LQ� FROODERUDWLRQ�ZLWK�$O�=DKUD�8QLYHUVLW\��$JULFXOWXUDO�%DQN��7HKUDQ������������ 5DKLPL�� $�� 5HYLHZ� RI� PLFUR�FUHGLW� SURSHUWLHV��&RQIHUHQFH� 3URFHHGLQJV� 9ROXPH� ,,� RI� UXUDO�ZRPHQ� PLFUR�FUHGLW� DQG� SURPRWLQJ� SHRSOH
V�SDUWLFLSDWLRQ� 'HSXW\� 0LQLVWU\� RI� $JULFXOWXUH� ��%XUHDX�RI�:RPHQ�$IIDLUV�LQ�FROODERUDWLRQ�ZLWK�

$O�=DKUD�8QLYHUVLW\��$JULFXOWXUDO�%DQN��7HKUDQ������������ 5XKDO� $PLQ�� \LSSLQJ� OL� DQG� DVKUDG� X�� $KPDG��:RPHQ
V� FUHGLW� SURJUDPV� DQG� IDPLO\� SODQQLQJ�LQ�UXUDO�%DQJODGHVK������������ 6DDGL�� +�� $UDE� 0D]DU� $�� 3DSHU� �UROH� LQ�DFFHOHUDWLQJ�WKH�SURFHVV�RI�PLFUR�FUHGLW�LQ�UXUDO�GHYHORSPHQW�� FRPSDULQJ� WZR� SHUVSHFWLYHV���&RQIHUHQFH� RQ� UXUDO� GHYHORSPHQW� DQG� SRYHUW\�UHGXFWLRQ��DJULFXOWXUDO�EDQNV��7HKUDQ������������ 6DPDGL� $IVKDU�� 6�� )DFWRUV� DIIHFWLQJ� UXUDO�ZRPHQ
V�SDUWLFLSDWLRQ�LQ�WUDLQLQJ�SURJUDPV�DQG�H[WHQVLRQ� VHUYLFHV� LQ� DJULFXOWXUH� LQ� :HVW�$]HUEDLMDQ�3URYLQFH��������06F�WKHVLV��,VODPLF�$]DG�8QLYHUVLW\��6FLHQFH�DQG�5HVHDUFK������������ 6KDKQDM� 3UDYHHQ� DQG� 6DMHGXU� 5DKPDQ�&KDXGKXU\�� 0LFUR�FUHGLW� LQWHUYHQWLRQ� DQG� LWV�HIIHFWV� RQ� HPSRZHUPHQW� RI� UXUDO� ZRPHQ�� WKH�EUDF�H[SHULHQFH������������ 9DU]JDU��VK��DQG�$]L]L��0���(YDOXDWLRQ�RI�ODERU�IRUFH� SDUWLFLSDWLRQ� RI� UXUDO� ZRPHQ� LQ� FRWWRQ�SURGXFWLRQ� DQG� LWV� UHODWHG� IDFWRUV� LQ� WKH� UHJLRQ�DQG�GRPH�RI�*RUJDQ��������3��������������������


