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OHVVHH�WR�GHIHU�GHYHORSPHQW�DQG�GHYHORS�DW�PXFK�KLJKHU�GHQVLW\���6KDULQJ�RI�WKH�YDOXH�RI�WKH
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/RQJ�7HUP�*URXQG�/HDVHV��WKH�5HGHYHORSPHQW�2SWLRQ
DQG�&RQWUDFW�,QFHQWLYHV

,QWURGXFWLRQ
*URXQG�OHDVHV�DUH�ORQJ�WHUP�FRQWUDFWV�ZKHUH�WKHUH�LV�VLJQLILFDQW�XQFHUWDLQW\�DV�WR�WKH�IXWXUH
RXWFRPHV�WKDW�PD\�LQIOXHQFH�WKH�YDOXH�RI�WKH�FRQWUDFW�WR�WKH�SDUWLHV�LQYROYHG���:KLOH�LW�LV
LPSRUWDQW�WR�VLPSOLI\�WKH�FRQWUDFW�DV�PXFK�DV�SRVVLEOH��WKHUH�LV�D�WUDGHRII�EHWZHHQ�GUDIWLQJ�D
FRQWUDFW�WKDW�SUHGHWHUPLQHV�WKH�EHQHILWV�DQG�FRVWV�WR�SDUWLHV�WR�WKH�FRQWUDFW�XQGHU�DOO�HFRQRPLF
RXWFRPHV�DQG�WKH�FRVWV�RI�QHJRWLDWLQJ�DQG�GUDIWLQJ�VXFK�DQ�LQVWUXPHQW��7\SLFDOO\��WKH�ODQGRZQHU
�JURXQG�OHVVRU��OHDVHV�ODQG�WR�D�GHYHORSHU��JURXQG�OHVVHH��IRU�D�ORQJ�SHULRG�RI�WLPH��XVXDOO\�PRUH
WKDQ�WKLUW\�\HDUV���7KH�JURXQG�OHVVHH�GHYHORSV�WKH�ODQG�LQ�DQ�DJUHHG�XSRQ�IDVKLRQ�DQG�WKH�OHVVRU
DQG�OHVVHH�VKDUH�WKH�UHVXOWDQW�FDVK�IORZV��$W�WKH�HQG�RI�WKH�OHDVH��WKH�LPSURYHPHQWV�UHYHUW�WR�WKH
ODQGRZQHU��JURXQG�OHVVRU���%HFDXVH�RI�WKH�ORQJ�WHUP�QDWXUH�RI�WKH�OHDVH��LW�LV�LPSRUWDQW�WR�WKH
ODQGRZQHU�WKDW�WKH�FRQWUDFW�FRQWDLQ�LQFHQWLYHV�WKDW�FDXVH�WKH�JURXQG�WHQDQW�WR�PD[LPL]H�WKH�QHW
SUHVHQW�YDOXH�RI�WKH�XQGHUO\LQJ�DVVHW�DW�WKH�RXWVHW�DQG�WKURXJKRXW�WKH�OLIH�RI�WKH�OHDVH�

,W�LV�ZHOO�NQRZQ�WKDW�WKH�SURSHUW\�ULJKWV�DVVRFLDWHG�ZLWK�JURXQG�OHDVHV�\LHOG�WKH�RZQHU�RI�WKRVH
ULJKWV�OHVV�YDOXH�WKDQ�IHH�VLPSOH�RZQHUVKLS���)LUVW��WKH�OHVVHH�KDV�QR�ULJKWV�WR�WKH�SURSHUW\�DW�WKH
WHUPLQDWLRQ�RI�WKH�OHDVH��7KDW�LV��WKH�WHUPLQDO�YDOXH�WR�WKH�OHVVHH�LV�]HUR��6HFRQG��GXULQJ�WKH�OLIH�RI
WKH�OHDVH��WKH�UHGHYHORSPHQW�RSWLRQ�LV�OHVV�YDOXDEOH�WR�WKH�OHVVHH�EHFDXVH�DQ\�FDSLWDO�H[SHQGLWXUH
KDV�]HUR�WHUPLQDO�YDOXH��6HH�&DSR]]D�DQG�6LFN����������6SHFLILFDOO\��WKHVH�DXWKRUV�ILQG�WKDW�IDFHG
ZLWK�WKH�SURVSHFW�RI�UHGHYHORSPHQW��WKH�OHVVHH�ZLOO�UHGHYHORS�VRRQHU�DQG�DW�ORZHU�GHQVLW\�WKDQ
ZRXOG�WKH�IHH�RZQHU���6XFK�EHKDYLRU�LV�QRQ�RSWLPDO�IURP�WKH�SRLQW�RI�YLHZ�RI�WKH�OHVVRU�DV�WKH
SUHVHQW�YDOXH�RI�WKH�JURXQG�OHDVH�UHYHQXHV�ZLOO�EH�ORZHU�WKDQ�WKH\�ZRXOG�KDYH�EHHQ�KDG�WKH
OHVVHH�EXLOW�DW�WKH�VDPH�WLPH�DQG�WR�WKH�VDPH�VFDOH�DV�ZRXOG�KDYH�WKH�ODQGORUG���$QRWKHU�ZD\�RI
WKLQNLQJ�RI�WKLV�LV�WKDW�WKH�OHVVHH�ZLOO�QRW�GHYHORS�WKH�SURSHUW\�WR�WKH�KLJKHVW�DQG�EHVW�XVH�EHFDXVH
WKH�LPSURYHPHQWV�KDYH�QR�YDOXH�DW�WKH�WHUPLQDWLRQ�RI�WKH�OHDVH���$OVR��DQ\�LPSURYHPHQWV
XQGHUWDNHQ�GXULQJ�WKH�OLIH�RI�WKH�OHDVH�PXVW�EH�DPRUWL]HG�RYHU�D�VKRUWHU�WLPH�SHULRG�WKDQ�WKH
RULJLQDO�OHDVH�DVVXPLQJ�WKHUH�LV�QR�H[WHQVLRQ�RI�WKH�OHDVH�FRLQFLGHQW�ZLWK�WKH�UHGHYHORSPHQW�

&DSR]]D�DQG�6LFN�IRFXV�RQ�YDOXH�RI�WKH�OHDVHKROG�UHODWLYH�WR�WKH�YDOXH�RI�WKH�IHH�VLPSOH�DQG��LQ
SDUWLFXODU��WKH�UROH�RI�WKH�UHGHYHORSPHQW�RSWLRQ�DQG�LWV�LPSDFW�RQ�WKDW�YDOXH���7KH\�GR�QRW�IRFXV
RQ�WKH�QDWXUH�RI�WKH�FRQWUDFWXDO�DUUDQJHPHQW�EHWZHHQ�OHVVRU�DQG�OHVVHH���,Q�IDFW��WKH�OHDVH�FRQWUDFW
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DVVXPHG�LQ�WKHLU�DQDO\VLV�LV�QRW�FRPPRQ�LQ�SUDFWLFH���&DSR]]D�DQG�6LFN�DVVXPH�WKDW�WKH�UHQW�SDLG
E\�WKH�JURXQG�WHQDQW�FRQWLQXDOO\�µPDUNV�WR�PDUNHW�¶�7KDW�LV��WKH�SHULRGLF�SD\PHQW�RQ�WKH�OHDVH
FKDQJHV�HDFK�SHULRG�DFFRUGLQJ�WR�WKH�XQGHUO\LQJ�YDOXH�RI�WKH�ODQG���,Q�SUDFWLFH��ZH�NQRZ�WKDW�LW�LV
LPSUDFWLFDO�WR�DGMXVW�WKH�UHQWDO�SD\PHQW�DQQXDOO\�EDVHG�RQ�DQ�LQGH[�YDOXH�WKDW�UHIOHFWV�WKH
XQGHUO\LQJ�YDOXH�RI�WKH�ODQG���,Q�IDFW��PRVW�OHDVHV�PDUN�WR�PDUNHW�HYHU\�ILYH�RU�WHQ�\HDUV��DW�D
PLQLPXP��EHFDXVH�WKH�FRVW�RI�GHWHUPLQLQJ�WKH�PDUNHW�OHDVH�UDWH�LV�H[FHVVLYH��

8VXDOO\�ZKHQ�D�JURXQG�OHDVH�LV�LQLWLDOO\�QHJRWLDWHG��LW�LV�LQ�WKH�LQWHUHVWV�RI�ERWK�WKH�ODQGORUG�DQG
WKH�JURXQG�WHQDQW�IRU�WKH�SURSHUW\�WR�EH�GHYHORSHG�WR�WKH�KLJKHVW�DQG�EHVW�XVH���7KDW�LV��WKH�XVH
WKDW�\LHOGV�WKH�KLJKHVW�ODQG�UHVLGXDO�RU�WKH�PRVW�SURILWDEOH�XVH���7KH�ODQGORUG�KDV�WKH�OHYHUDJH�WR
KDYH�WKH�VLWH�GHYHORSHG�DW�KLJKHVW�DQG�EHVW�XVH�EHFDXVH�WKH�ODQGORUG�FDQ�ZLWKKROG�IURP�DJUHHLQJ
WR�D�FRQWUDFW�ZLWK�DQ\�SDUW\�WKDW�ZLOO�QRW�FRPPLW�WR�WKH�GHYHORSPHQW�WKH�ODQGORUG�EHOLHYHV�LV�WKH
KLJKHVW�DQG�EHVW�XVH��+RZHYHU��RQFH�WKH�VLWH�KDV�EHHQ�GHYHORSHG��WLPH�KDV�SDVVHG�DQG�PDUNHW
FRQGLWLRQV�KDYH�FKDQJHG��GHSHQGLQJ�RQ�WKH�WHUPV�RI�WKH�FRQWUDFW��UHGHYHORSPHQW�PD\�QRW�EH
RSWLPDO�IRU�WKH�JURXQG�WHQDQW�HYHQ�LI�WKHUH�LV�D�KLJKHU�DQG�EHWWHU�XVH�IRU�WKH�VLWH���6RPHWLPHV
UHGHYHORSPHQW�PD\�EH�RSWLPDO�EXW�QRW�DW�WKH�VFDOH�WKDW�ZRXOG�EH�RSWLPDO�IRU�WKH�IHH�RZQHU���7KH
PRWLYDWLRQV�RI�WKH�JURXQG�WHQDQW�ZLOO�EH�GULYHQ�E\�WKH�WHUPV�RI�WKH�JURXQG�OHDVH���0RVW�JURXQG
OHDVHV�DUH�VLOHQW�DERXW�WKH�LVVXH�RI�UHGHYHORSPHQW�HYHQ�WKRXJK�GXULQJ�WKH�WKLUW\�RU�PRUH�\HDU�WHUP
RI�D�W\SLFDO�FRQWUDFW��WKH�OLNHOLKRRG�WKDW�D�KLJKHU�DQG�EHWWHU�XVH�ZLOO�DULVH�LV�YHU\�UHDO��2QH�RI�WKH
REMHFWLYHV�RI�WKLV�SDSHU�LV�WR�H[SORUH�DOWHUQDWLYH�FRQWUDFWXDO�DUUDQJHPHQWV�ZKLFK�PD\�OHDG�WR
EHKDYLRU�RQ�WKH�SDUW�RI�WKH�OHVVHH�WKDW�LV�PRUH�FRQVLVWHQW�ZLWK�ZKDW�WKH�IHH�RZQHU�ZRXOG�GR�LQ�WKH
VDPH�HFRQRPLF�FLUFXPVWDQFHV�

7KH�SDSHU�LV�RUJDQL]HG�DV�IROORZV��6HFWLRQ���LQFOXGHV�D�YHU\�EULHI�OLWHUDWXUH�UHYLHZ���,Q�VHFWLRQ���
WKH�W\SLFDO�VWUXFWXUH�RI�1RUWK�$PHULFDQ�FRPPHUFLDO�JURXQG�OHDVHV�LV�GHVFULEHG�DORQJ�ZLWK�D
GLVFXVVLRQ�RI�KRZ�VXFK�D�OHDVH�PLJKW�KDQGOH�WKH�SURVSHFW�RI�UHGHYHORSPHQW�E\�WKH�JURXQG�WHQDQW�
6HFWLRQ���ZLOO�GHYHORS�D�PRGHO�ZKLFK�GHWHUPLQHV�WKH�YDOXH�RI�WKH�GHYHORSPHQW�RSWLRQ�WR�WKH
JURXQG�OHVVHH�LQ�WKH�FDVH�RI�D�VLQJOH�GHYHORSPHQW�RSSRUWXQLW\�DVVXPLQJ�JURXQG�OHDVH�WHUPV
VLPLODU�WR�WKRVH�HPSOR\HG�E\�&DSR]]D�DQG�6LFN���������6HFWLRQ���ZLOO�H[WHQG�WKLV�PRGHO�WR
H[DPLQH�WKH�LPSDFW�RQ�WKH�RSWLRQ�YDOXH�RI�DOWHUQDWLYH�FRQWUDFWXDO�VWUXFWXUHV�ZLWK�VSHFLILF
HPSKDVLV�RQ�HVFDODWLRQ�PHFKDQLVPV�IRU�WKH�EDVH�UHQW��RSSRUWXQLWLHV�IRU�OHDVH�H[WHQVLRQ�DQG
GHWHUPLQDWLRQ�RI�YDOXH�DW�OHDVH�WHUPLQDWLRQ�
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/LWHUDWXUH
:LOOLDPV��������XVHV�WKH�RSWLRQ�SULFLQJ�DSSURDFK�DQG�DQDO\WLF�DQG�QXPHULFDO�WHFKQLTXHV�WR
GHWHUPLQH�WKH�RSWLPDO�WLPLQJ�DQG�GHQVLW\�RI�GHYHORSPHQW�DQG�WLPLQJ�RI�DEDQGRQPHQW�RI�D
SURSHUW\���&DVK�IORZV�DQG�FRQVWUXFWLRQ�FRVWV�DUH�VWRFKDVWLF�DQG�WKH�FRVW�RI�GHYHORSLQJ�GHQVLW\�LV
&REE�'RXJODV���&DSR]]D�DQG�6LFN��������H[DPLQH�WKH�YDOXH�RI�ORQJ�WHUP�JURXQG�OHDVHV�UHODWLYH
WR�IHH�RZQHUVKLS���7KH\�ILQG��XVLQJ�RSWLRQ�SULFLQJ�WKHRU\��WKDW�WKH�GLVFRXQW�LQ�WKH�YDOXH�RI�D
JURXQG�OHDVH�UHODWLYH�WR�WKH�IHH�LV�QRW�MXVW�WKH�UHVXOW�RI�WKH�WHUPLQDWLRQ�YDOXH�RI�WKH�OHDVH�WR�WKH
JURXQG�WHQDQW��EXW�DOVR�WKH�UHVXOW�RI�WKH�UHGXFHG�UHGHYHORSPHQW�RSSRUWXQLW\�DIIRUGHG�WKH�OHVVRU�DV
D�FRQVHTXHQFH�RI�WKH�IRUHVHHDEOH�WHUPLQDWLRQ�RI�WKH�OHDVH���7KXV��DV�QRWHG�HDUOLHU��HYHQ�ZLWK�D
PDUN�WR�PDUNHW�JURXQG�OHDVH��D�JURXQG�OHVVHH�ZLOO�UHGHYHORS�VRRQHU�DQG�DW�D�OHVVHU�LQWHQVLW\�WKDQ
D�IHH�RZQHU�ZRXOG�LQ�WKH�VDPH�HFRQRPLF�FLUFXPVWDQFHV��7KH�UHGHYHORSPHQW�LV�DW�ORZHU�GHQVLW\
EHFDXVH�WKH�JURXQG�WHQDQW�GRHV�QRW�EHQHILW�IURP�WKH�UHYHQXHV�DIWHU�WKH�WHUPLQDWLRQ�RI�WKH�OHDVH
DQG�RFFXUV�VRRQHU�VR�WKH�JURXQG�WHQDQW�FDQ�EHQHILW�IURP�WKH�HQKDQFHG�UHYHQXHV�IRU�D�ORQJHU
SHULRG�RI�WLPH��&DSR]]D�DQG�6LFN�FRQVLGHU�WKH�SRVVLELOLW\�RI�RQH�UHGHYHORSPHQW�RSSRUWXQLW\�IRU
HLWKHU�WKH�IHH�RZQHU�RU�WKH�JURXQG�OHVVHH���&RQVWUXFWLRQ�LV�&REE�'RXJODV�DQG�UHQWV�DUH�VWRFKDVWLF�
7KH�IHH�VLPSOH�YDOXHV�DUH�GHWHUPLQHG�DQDO\WLFDOO\�DQG�WKH�OHDVH�YDOXHV�DUH�VROYHG�IRU�XVLQJ
QXPHULFDO�PHWKRGV�

,Q�WKHVH�HDUO\�SDSHUV��WKH�UHGHYHORSPHQW�RSWLRQ�FDQ�EH�H[HUFLVHG�RQO\�RQFH��2WKHUV�WKDW�KDYH
H[SORUHG�RQFH�RQO\�H[HUFLVH�RI�WKH�GHYHORSPHQW�RSWLRQ�LQFOXGH�7LWPDQ���������&ODUNH�DQG�5HHG
��������&DSR]]D�DQG�6FKZDQQ���������:LOOLDPV��������DQG�&DSR]]D�DQG�/L��������

8QOLNH�ILQDQFLDO�RSWLRQV��WKH�GHYHORSPHQW�RSWLRQ�FDQ�EH�µUH�H[HUFLVHG�¶��$PLQ�DQG�&DSR]]D
�������H[SORUH�VHTXHQWLDO�GHYHORSPHQW�XQGHU�FHUWDLQW\���:LOOLDPV��������DQDO\]HV�WKH
UHGHYHORSPHQW�RSWLRQ�XQGHU�XQFHUWDLQW\�ZKHQ�VHTXHQWLDO�UHGHYHORSPHQW�RSSRUWXQLWLHV�DUH
SHUPLWWHG��+H�ILQGV�WKDW�UHODWLYH�WR�WKH�VWDQGDUG�VROXWLRQ��UHGHYHORSPHQW�LV�PRUH�IUHTXHQW��DW�OHVV
LQWHQVLW\�DQG�UHVXOWV�LQ�KLJKHU�PDUNHW�YDOXHV�RI�WKH�SURSHUW\���,QGHSHQGHQWO\��&KLOGV��5LGGLRXJK
DQG�7ULDQWLV���������KHUHDIWHU�&KLOGV�HW�DO���H[SORUH�UHSHDWHG�UHGHYHORSPHQW�ZLWK�PL[HG�XVHV�DQG
ILQG�WKDW�WKH�PL[�RI�WZR�SRVVLEOH�XVHV�PDNHV�D�SURSHUW\�PRUH�YDOXDEOH�DQG�WKDW�WKH�LQFUHPHQWDO
YDOXH�LV�JUHDWHU�LI�WKH�JURZWK�SDWKV�RI�WKH�FDVK�IORZV�IURP�HDFK�XVH�DUH�OHVV�FRUUHODWHG���,Q�ERWK
SDSHUV��WKH�FDVK�IORZV�DUH�VWRFKDVWLF�DQG�FRQVWUXFWLRQ�FRVWV�DUH�&REE�'RXJODV��:LOOLDPV¶
VROXWLRQV�DUH�SULPDULO\�DQDO\WLF�DQG�WKRVH�RI�&KLOGV�HW�DO��DUH�QXPHULFDO�

1XPHURXV�SDSHUV�KDYH�H[DPLQHG�WKH�WHUPV�RI�RWKHU�W\SHV�RI�OHDVHV�XVXDOO\�ZLWK�WKH�JRDO�RI
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SURYLGLQJ�VRPH�WKHRUHWLFDO�UDWLRQDOH�IRU�FRQWUDFWXDO�IHDWXUHV�WKDW�KDYH�HYROYHG�LQ�WKH�PDUNHWSODFH�
([DPSOHV�RI�WKLV�UHVHDUFK�LQFOXGH�*UHQDGLHU����������0RUH�UHFHQWO\��*UHQDGLHU��������KDV
H[SORUHG�WKH�LPSDFW�RQ�WKH�YDOXH�RI�WKH�UHGHYHORSPHQW�RSWLRQ�RI�WKH�µWLPH�WR�EXLOG¶�LVVXH��7KH
GHOD\�LPSRVHG�E\�WKH�FRQVWUXFWLRQ�SHULRG�DW�WKH�WLPH�RI�UHGHYHORSPHQW�LPSRVHV�FRQVLGHUDEOH
DGGLWLRQDO�ULVN�RQ�WKH�GHYHORSHU��*UHQDGLHU�PRGHOV�WKH�QHJDWLYH�LPSDFW�WKLV�GHOD\�KDV�RQ�WKH�YDOXH
RI�WKH�UHGHYHORSPHQW�RSWLRQ�

,W�LV�FOHDU�IURP�WKH�OLWHUDWXUH�WKDW�WKH�SURVSHFW�RI�UHGHYHORSPHQW�DORQJ�ZLWK�WKH�ORVV�RI�WKH�UHVLGXDO
YDOXH�DW�WKH�WHUPLQDWLRQ�RI�WKH�OHDVH�FDXVHV�WKH�YDOXH�RI�JURXQG�OHDVHG�ODQG�WR�EH�OHVV�WKDQ�WKH
YDOXH�RI�WKH�IHH�VLPSOH���7KH�H[LVWLQJ�OLWHUDWXUH��KRZHYHU��KDV�QRW�IRFXVHG�RQ�WKH�FRQWUDFWXDO
DUUDQJHPHQWV�EHWZHHQ�ODQGORUG�DQG�WHQDQW���&DSR]]D�DQG�6LFN���������IRU�H[DPSOH��DVVXPH�WKDW�LW
LV�RQO\�WKH�DERYH�IDFWRUV�WKDW�FDXVH�WKH�GLIIHUHQFHV�DQG�QRW�WKH�SRWHQWLDO�FRPSOH[LW\�RI�WKH�OHDVH
FRQWUDFW���*UHQDGLHU��������PRGHOV�WKH�SULFLQJ�RI�OHDVH�FRQWUDFWV�RI�YDULRXV�WHUPV�DQG�VWUXFWXUHV
LQFOXGLQJ�YDULDEOH�UDWH�OHDVHV��OHDVHV�ZLWK�UHQHZDO�RSWLRQV�DQG�OHDVHV�ZLWK�FRQWLQJHQW�SD\PHQWV�
7KXV�ZH�NQRZ�KRZ�WR�SULFH�YDULRXV�W\SHV�RI�OHDVH�FRQWUDFWV�DQG�ZH�NQRZ�DFWXDO�JURXQG�OHDVH
FRQWUDFWV�DUH�PXFK�PRUH�FRPSOLFDWHG�WKDQ�WKRVH�PRGHOHG�E\�&DSR]]D�DQG�6LFN���,W�WKHUHIRUH
VHHPV�ZRUWKZKLOH�WR�H[SORUH�WKH�DFWXDO�VWUXFWXUH�RI�JURXQG�OHDVH�FRQWUDFWV�WR�H[SORUH�WKH�LPSDFW
RI�PRUH�UHDOLVWLF�FRQWUDFW�WHUPV�RQ�WKH�YDOXH�RI�WKH�JURXQG�OHDVH�UHODWLYH�WR�WKH�IHH�VLPSOH�LQWHUHVW�
$VVXPLQJ�V\PPHWULF�LQIRUPDWLRQ��D�ODQGRZQHU�ZRXOG��LQ�D�SHUIHFW�ZRUOG��OLNH�WR�QHJRWLDWH�D
JURXQG�OHDVH�WKDW�\LHOGHG�WR�KLP�D�UHQWDO�VWUHDP�FRQVLVWHQW�ZLWK�WKH�YDOXH�RI�WKH�XQGHUO\LQJ�DVVHW
�WKH�ODQG��LQ�KLJKHVW�DQG�EHVW�XVH���7KLV�ZRXOG�EH�WKH�ILUVW�EHVW�RXWFRPH��([SORULQJ�DOWHUQDWLYH
FRQWUDFWXDO�DUUDQJHPHQWV�PD\�DOORZ�XV�WR�FRPH�FORVHU�WR�WKH�VHFRQG�EHVW�DOWHUQDWLYH�

*URXQG�OHDVHV
0RVW�JURXQG�OHDVHV�LQ�1RUWK�$PHULFD�KDYH�WKH�IROORZLQJ�VWUXFWXUH���/DQG�LV�OHDVHG�E\�WKH�RZQHU
WR�D�WHQDQW�XVXDOO\�IRU�D�SHULRG�RI�DW�OHDVW����\HDUV���7KDW����\HDU�WHUP�LV�XVXDOO\�FRPSULVHG�RI�DQ
LQLWLDO�WHQ�RU�WZHQW\�\HDU�WHUP�ZLWK�RSWLRQV�IRU�WZR�RU�WKUHH�WHQ�\HDU�UHQHZDOV��7KH�OHDVH�
LQFOXGLQJ�RSWLRQV�WR�UHQHZ��PD\�EH�DV�ORQJ�DV����\HDUV���/RQJHU�OHDVHV��RYHU����\HDUV��DUH�YLHZHG
DV�VDOHV�IURP�D�WD[�SHUVSHFWLYH�LQ�WKH�86�DQG�DUH�VHOGRP�XVHG��

7KH�OHQJWK�RI�WKH�OHDVH�DOORZV�VXIILFLHQW�WLPH�IRU�UHWXUQ�RI�FDSLWDO�LQYHVWHG�DQG�DPRUWL]DWLRQ�RI
GHEW�LQ�WKH�FDVH�WKDW�OHDVHKROG�LPSURYHPHQWV�DUH�ILQDQFHG�ZLWK�GHEW���/HQGHUV�DUH�UHOXFWDQW�WR
ILQDQFH�LPSURYHPHQWV�RQ�JURXQG�OHDVHG�SURSHUW\�XQOHVV�WKH�WHUP�RI�WKH�OHDVH�LQFOXGLQJ�H[WHQVLRQ
RSWLRQV�GRHV�QRW�H[FHHG�WKH�DPRUWL]DWLRQ�SHULRG�DVVRFLDWHG�ZLWK�WKH�GHEW�
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7KH�ODQGRZQHU�ZLOO�W\SLFDOO\�DJUHH�XSRQ��DQG�PD\�HYHQ�GLFWDWH��WKH�QDWXUH�RI�GHYHORSPHQW�EHIRUH
ILQDOL]LQJ�WKH�OHDVH���,Q�IDFW��LQ�PDQ\�FDVHV��WKH�ODQGRZQHU�ZLOO�VHHN�SURSRVDOV�IURP�FRPSHWLQJ
GHYHORSHUV����:KLOH�WKH�ODQGRZQHU�LV�XVXDOO\�LQ�WKH�HQG�D�µVLOHQW¶�SDUWQHU��DW�WKH�WLPH�WKH
GHYHORSPHQW�SURJUDP�LV�GHWHUPLQHG��WKH�ODQGRZQHU�ZLOO�EH�KHDYLO\�LQYROYHG�DV�LW�LV�DW�WKLV�WLPH
WKDW�WKH�SDUDPHWHUV�WKDW�GHWHUPLQH�WKH�UHYHQXH�VWUHDP�IURP�WKH�OHDVH�DUH�GHWHUPLQHG���8VXDOO\�WKH
JURXQG�OHDVH�ZLOO�DVVHVV�SHQDOWLHV�LI�WKH�GHYHORSPHQW�GRHV�QRW�RFFXU�DV�SODQQHG�RU�ZKHQ�SODQQHG�
2IWHQ��WKHUH�ZLOO�EH�D�GDWH�DW�ZKLFK�WKH�OHDVH�FDQ�EH�WHUPLQDWHG�LI�WKH�JURXQG�WHQDQW�GHYHORSHU�KDV
QRW�SHUIRUPHG�

/DQGRZQHUV�PD\�QHJRWLDWH�D�SDUWLFLSDWLQJ�JURXQG�OHDVH���3DUWLFLSDWLQJ�JURXQG�OHDVHV�DOORZ�WKH
ODQGORUG�WR�PDLQWDLQ�D�FRQWLQJHQW�LQWHUHVW�LQ�WKH�SURSHUW\�DQG�EHQHILW�IURP�WKH�SHUIRUPDQFH�RI�WKH
SURMHFW�RQFH�LW�LV�FRPSOHWHG�DQG�RSHUDWLQJ���7KH�NH\�DWWULEXWH�RI�WKH�SDUWLFLSDWLRQ�LV�WKDW�WKH
JURXQG�UHQW�IOXFWXDWHV�ZLWK�WKH�UHYHQXHV�JHQHUDWHG�E\�WKH�SURSHUW\�RU�WKH�VDOHV�RI�RFFXSDQWV�RI�WKH
SURSHUW\���7KLV�LV�DQRWKHU�ZD\�IRU�WKH�OHVVRU�WR�HQVXUH�WKDW�WKH�UHQWDO�VWUHDP�µPDWFKHV¶�WKH
SHUIRUPDQFH�RI�WKH�SURSHUW\���,I�WKH�EDVH�UHQW�DGMXVWV�RQO\�HYHU\�WHQ�\HDUV��D�SDUWLFLSDWLRQ�FODXVH
DOORZV�UHQWV�WR�LQFUHDVH�SHULRGLFDOO\�SURYLGHG�WKH�JURVV�LQFRPH�IURP�WKH�SURSHUW\�RU�VDOHV�RI
WHQDQWV�LQ�WKH�SURSHUW\�DUH�LQFUHDVLQJ�

,Q�1RUWK�$PHULFD��WKLV�W\SH�RI�OHDVH�KDV�EHHQ�FRPPRQO\�XVHG�E\�SXEOLF�DJHQFLHV�LQFOXGLQJ�SRUWV�
DLUSRUWV�DQG�ORFDO�JRYHUQPHQWV��VSHFLILFDOO\��UHGHYHORSPHQW�DJHQFLHV���6XFK�FRQWUDFWV�SURYLGH
UHYHQXHV��DOEHLW�ULVN\��QRW�DIIHFWHG�E\�FKDQJHV�LQ�WKH�ODZ�RU�WD[�EDVH���7KH�SDUWLFLSDWLRQ�IHDWXUH
PD\�SURYLGH�LQIODWLRQ�SURWHFWLRQ���$OVR��WKH�OHDVH�SHUPLWV�D�GHJUHH�RI�ORQJ�WHUP�FRQWURO�GXULQJ
RSHUDWLRQV��7KLV�PD\�DOORZ�D�SXEOLF�DJHQF\�WR�UHFRXS�VXEVLGLHV��LQFOXGLQJ�WKH�ZULWH�GRZQ�RI�ODQG�
RYHU�WLPH�ZLWKRXW�XQGXO\�EXUGHQLQJ�WKH�SURMHFW�GXULQJ�WKH�GHYHORSPHQW�DQG�VWDUW�XS�SHULRGV�ZKHQ
FDVK�IORZ�PD\�EH�FULWLFDO�WR�WKH�SURMHFW���7KXV�JURXQG�OHDVHV�PD\�EH�DQ�HIIHFWLYH�WRRO�LQ
SXEOLF�SULYDWH�SDUWQHUVKLSV�

6LPLODU�OHDVHV�DUH�HPSOR\HG�E\�SULYDWH�ODQGRZQHUV�WKDW�ZDQW�ORQJ�WHUP�UHYHQXH�IURP�ODQG�EXW
ODFN�WKH�LQWHUHVW�RU�H[SHUWLVH�WR�GHYHORS�DQG�PDQDJH�WKH�LPSURYHPHQWV�WR�WKH�ODQG����7KHVH�DQG
RWKHU�RZQHUV�PD\�XVH�WKH�JURXQG�OHDVH�WR�GHIHU�SD\LQJ�D�FDSLWDO�JDLQV�WD[�RQ�ODQG�ZLWK�D�ORZ
KLVWRULF�EDVLV��1RQ�GHYHORSHU�RZQHUV�PD\�FKRRVH�WR�JURXQG�OHDVH�GHYHORSDEOH�ODQG�UDWKHU�WKDQ
VHOO�DV�WKDW�DSSURDFK�DOORZV�WKHP�WR�JHQHUDWH�DQ�RQJRLQJ�LQFRPH�VWUHDP�ZLWKRXW�SHUVRQDO
UHVSRQVLELOLW\�IRU�GHYHORSPHQW�ZKLOH�GHIHUULQJ�WKH�WD[�RQ�DQ\�FDSLWDO�JDLQ�IDU�LQWR�WKH�IXWXUH���$
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WD[�IUHH�H[FKDQJH�ZRXOG�DFFRPSOLVK�WKH�WD[�GHIHUUDO�JRDO��EXW�ZRXOG�OHDYH�GHYHORSPHQW�RI�WKH
QHZ�VLWH�LQ�WKH�KDQGV�IRU�WKH�WD[SD\HU���6R�IRU�LQYHVWRUV�LQ�GHYHORSDEOH�SDUFHOV��WD[�GHIHUUDO�DORQH
VHHPV�WR�SURYLGH�D�UDWLRQDOH�IRU�WKH�H[LVWHQFH�RI�ORQJ�WHUP�JURXQG�OHDVHV�����2Q�WKH�RWKHU�VLGH�RI
WKH�WUDQVDFWLRQ��JURXQG�OHDVHV�SURYLGH�DQ�DOWHUQDWLYH�WR�ILQDQFH�WKH�ODQG�FRPSRQHQW�RI�D
GHYHORSPHQW�WUDQVDFWLRQ�VR�IRU�VRPH�GHYHORSHUV�D�JURXQG�OHDVH�PD\�SUHVHQW��DW�VRPH�SULFH��D
SUHIHUDEOH�PHFKDQLVP�IRU�ILQDQFLQJ�D�GHYHORSPHQW�

7\SLFDO�HFRQRPLF�WHUPV�RI�D�SDUWLFLSDWLQJ�JURXQG�OHDVH�LQFOXGH�
$� 0DMRU�IRUPV�RI�UHQW

�� +2/',1*�5(17��W\SLFDOO\�D�IL[HG�GROODU�DPRXQW�SDLG�XQWLO�FRPPHQFHPHQW��RU
FRPSOHWLRQ��RI�FRQVWUXFWLRQ��7KH�KROGLQJ�UHQW�PD\�HVFDODWH�LI�WDUJHW�GDWHV�DUH�QRW�PHW�ZLWK�UHVSHFW
WR�WKH�FRPSOHWLRQ�RI�WKH�SURMHFW���$OVR��WKH�ODQGORUG�PD\�KDYH�WKH�ULJKW�WR�WHUPLQDWH�

�� 0,1,080�5(17��VRPHWLPHV�%$6(�5(17���W\SLFDOO\�D�IL[HG�GROODU�DPRXQW
�GXULQJ�WKH�OLIH�RI�WKH�OHDVH��ZKLFK�LV�DGMXVWDEOH�DW�VSHFLILHG�LQWHUYDOV��XVXDOO\�HYHU\�ILYH�RU�WHQ
\HDUV��XVLQJ�DQ�DJUHHG�XSRQ�DSSURDFK�RU�IRUPXOD�

�� 3(5&(17$*(�5(17��RI�*URVV�,QFRPH���DQ�DPRXQW�GHWHUPLQHG�DV�D
SHUFHQWDJH�RI�WKH�UHQWV�UHFHLYHG�IURP�DQG�RU�JURVV�VDOHV�E\�WKH�RFFXS\LQJ�WHQDQWV�SD\DEOH
DQQXDOO\�LQ�WKH�DPRXQW��LI�DQ\��E\�ZKLFK�SHUFHQWDJH�UHQW�H[FHHGV�WKH�PLQLPXP�UHQW��DQG

�� %2186�5(17��3HUFHQWDJH�RI�1HW�,QFRPH��JHQHUDOO\�GHILQHG�DV�D�SHUFHQWDJH�RI
WKH�QHW�LQFRPH�RI�WKH�JURXQG�WHQDQW�

7KH�KROGLQJ�UHQW�LV�GHVLJQHG�WR�IDFLOLWDWH�GHYHORSPHQW�DQG�UHGXFH�RXW�RI�SRFNHW�FRVWV�RI�WKH
JURXQG�OHVVHH�GXULQJ�WKH�SUH�GHYHORSPHQW��GHYHORSPHQW�DQG�FRQVWUXFWLRQ�SHULRGV��7KH�EDVH�UHQW
LV�WKH�OHDVW�ULVN\�RQJRLQJ�UHYHQXH�VRXUFH�IRU�WKH�JURXQG�OHVVRU���7KLV�FRPSRQHQW�RI�WKH�UHQWDO
VWUHDP�VKRXOG�\LHOG�WKH�HTXLYDOHQW�RI�D�UHODWLYHO\�ORZ�ULVN�UHWXUQ�IRU�WKH�WHUP�RI�WKH�OHDVH���7KH
DFWXDO�SD\PHQW�VKRXOG�EH�FRPSXWHG�RQ�D�QRWLRQDO�DPRXQW�HTXLYDOHQW�WR�WKH�ODQG�YDOXH�LQ�KLJKHVW
DQG�EHVW�XVH��SUHVXPDEO\�WKH�H[LVWLQJ�XVH��DW�WKH�WLPH�WKH�OHDVH�EHJLQV��7KH�EDVH�UHQW�PD\�DGMXVW
SHULRGLFDOO\��XVXDOO\�HYHU\�ILYH�RU�WHQ�\HDUV����7KH�DGMXVWPHQW�VKRXOG�EH�WULJJHUHG�E\�D�FKDQJH�LQ
WKH�YDOXH�RI�WKH�ODQG���6XFK�FKDQJHV�LQ�YDOXH�DUH�QRUPDOO\�GHWHUPLQHG�E\�DQ�DSSUDLVDO�DOWKRXJK
VRPH�FUHDWLYH�GUDIWVPHQ�KDYH�WULHG�WR�ILQHVVH�WKH�QHHG�IRU�YDOXDWLRQ�WR�WULJJHU�FKDQJHV�LQ�WKH�EDVH
UHQW��

/DQGORUGV�FDQQRW�XQUHDVRQDEO\�ZLWKKROG�WUDQVIHU�DQ�DVVLJQPHQW�RI�WKH�JURXQG�OHDVH�E\�WKH
GHYHORSHU�WR�VXFFHVVRUV���+RZHYHU��WKH�FRQWUDFW�PD\�SHUPLW�WKH�ODQGORUG�WR�UHQHJRWLDWH�WKH�WHUPV
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RI�WKH�OHDVH���$W�D�PLQLPXP��WKH�ODQGORUG�ZLOO�UHTXLUH�WKDW�WKH�WUDQVIHUHH�KDYH�DQ�DFFHSWDEOH�FUHGLW
UDWLQJ�

7KH�UHQWDO�VWUHDP�WKDW�&DSR]]D�DQG�6LFN�FRQWHPSODWH�LV�D�µPDUN�WR�PDUNHW�UHQWDO�VWUHDP���7KDW�LV�
WKH�UHQWV�WKDW�WKH�OHVVRU�ZRXOG�HDUQ�LI�WKH�OHDVH�SD\PHQW�DGMXVWHG�LQVWDQWDQHRXVO\�WR�HYROYLQJ
SURSHUW\�YDOXHV�GXH�WR�HFRQRPLF�JURZWK�RU�FKDQJHV�LQ�XVH���,Q�SUDFWLFH��VXFK�LQVWDQWDQHRXV
DGMXVWPHQW�GRHV�QRW�RFFXU���)RU�OHDVH�UHYHQXHV�WR�WUDFN�SURSHUW\�YDOXHV��LW�ZRXOG�EH�QHFHVVDU\�IRU
WKH�OHDVH�WR�UHDGMXVW�SHULRGLFDOO\�WR�VRPH�UDWLR�RI�WKH�XQREVHUYDEOH�PDUNHW�YDOXH�RI�WKH�SURSHUW\�
6LQFH�WKH�PDUNHW�YDOXH�LV�XQREVHUYDEOH��DQ�DSSUDLVDO�ZRXOG�EH�UHTXLUHG�WR�GHWHUPLQH�WKH�H[SHFWHG
PDUNHW�YDOXH�DQG��LQ�WXUQ��WKH�QHZ�IDFH�UDWH�RI�WKH�OHDVH���,Q�SUDFWLFH��SHULRGLF�DSSUDLVDOV�WR
GHWHUPLQH�OHDVH�UDWHV�DUH�FRVWO\�DQG�DUH�HPSOR\HG�RQO\�DW�ORQJHU�LQWHUYDOV���7KXV�UHQWV�µPDUN�WR�
PDUNHW¶�HYHU\�ILYH�RU�WHQ�\HDUV�UDWKHU�WKDQ�LQVWDQWDQHRXVO\�DV�H[LVWLQJ�PRGHOV�KDYH�DVVXPHG�
2WKHU�LQGH[LQJ�PHFKDQLVPV�RU�SDUWLFLSDWLRQ�FODXVHV�PD\�VHUYH�WR�LQGH[�WKH�OHDVH�UHYHQXH�WR�WKH
LQIODWLRQ�UDWH�RU�SURSHUW\�SHUIRUPDQFH��+RZHYHU��WKHUH�LV�QR�UHDVRQ�WR�H[SHFW�FKDQJHV�LQ�VXFK
UHYHQXH�VWUHDPV�WR�EH�SURSRUWLRQDWH�WR�FKDQJHV�LQ�µKLJKHVW�DQG�EHVW�XVH¶�ODQG�YDOXHV�

,I�WKH�KLJKHVW�DQG�EHVW�XVH�FKDQJHV��PDQ\�OHDVHV�DUH�VLOHQW�DERXW�ZKDW�VKRXOG�KDSSHQ���,W�PD\�EH
SUHVXPHG�WKDW�WKH�OHDVH�ZLOO�EH�UH�QHJRWLDWHG�EXW�ZLWKRXW�D�FODXVH�DGGUHVVLQJ�WKLV�LVVXH�LQ�D�OHDVH�
WKHUH�LV�QR�PHFKDQLVP�WR�EULQJ�DERXW�UH�QHJRWLDWLRQ�OHW�DORQH�RSWLPDO�UHGHYHORSPHQW��7KH�JURXQG
OHDVH�UHSUHVHQWV�DQ�XQXVXDO�DOORFDWLRQ�RI�SURSHUW\�ULJKWV���+DUW��������&KDSWHU����GHYHORSV�D
VLPSOH�SURSHUW\�ULJKWV�PRGHO�ZKLFK�DOORZV�KLP�WR�FRQFOXGH�WKDW�D�SDUW\�LV�PRUH�OLNHO\�WR�RZQ�DQ
DVVHW�LI�KH�RU�VKH�KDV�DQ�LPSRUWDQW�LQYHVWPHQW�GHFLVLRQ�ZLWK�UHVSHFW�WR�WKH�SURGXFWLYLW\�RI�WKH
DVVHW��7KH�UHGHYHORSPHQW�GHFLVLRQ�LV�VXFK�D�GHFLVLRQ��$V�ZHOO��KH�DUJXHV��KLJKO\�FRPSOHPHQWDU\
DVVHWV�VKRXOG�EH�XQGHU�FRPPRQ�RZQHUVKLS��/DQG�DQG�EXLOGLQJV�DUH�FRPSOHPHQWDU\�DVVHWV���+DUW¶V
IRFXV�LV�RQ�GHWHUPLQLQJ�WKH�ERXQGDULHV�RI�WKH�ILUP���,W�ZRXOG�VHHP�WKDW�WKH�JURXQG�OHDVH�KDV�WR
SURYLGH�FRQWUDFWXDOO\�IRU�DFWLYLWLHV�WKDW�LQ�D�SHUIHFW�ZRUOG�ZRXOG�EH�XQGHUWDNHQ�E\�WKH�VDPH
HQWLW\���7KXV�D�SXUSRVH�RI�WKLV�SDSHU�LV�WR�H[SORUH�SRVVLEOH�FRQWUDFWXDO�DUUDQJHPHQWV�ZKLFK�PD\
FDXVH�WKH�OHVVHH�WR�EH�SURDFWLYH�UHJDUGLQJ�UHGHYHORSPHQW�LQ�D�ZD\�ZKLFK�LV�LQ�WKH�LQWHUHVWV�RI�WKH
OHVVRU�DV�ZHOO�DV�KLV�RZQ�WKXV�FRPLQJ�FORVHU�WR�D�ILUVW�EHVW�RXWFRPH�

,Q�WKLV�SDSHU��ZH�H[DPLQH�WKH�LPSDFW�RI�µVWHS�XS¶�UHQWV�RQ�WKH�YDOXH�RI�WKH�JURXQG�OHDVH�DQG�RQ
WKH�WLPLQJ�DQG�LQWHQVLW\�RI�UHGHYHORSPHQW��6WHS�XS�UHQW�VWUXFWXUHV�DUH�W\SLFDO�LQ�JURXQG�OHDVHV�
8VXDOO\��HYHU\�WHQ�\HDUV�WKH�EDVH�UHQW�PDUNV�WR�PDUNHW�DV�D�UHVXOW�RI�DQ�DSSUDLVDO�RI�WKH�KLJKHVW
DQG�EHVW�XVH�RI�WKH�ODQG���$OVR��ZH�FRQVLGHU�WKH�LPSDFW�RI�FRPSHQVDWLRQ�E\�WKH�OHVVRU�WR�WKH�OHVVHH
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IRU�WKH�UHVLGXDO�YDOXH�RI�WKH�LPSURYHPHQWV�DW�WKH�WHUPLQDWLRQ�RI�WKH�OHDVH���:H�FRQVLGHU
DOWHUQDWLYHV�ZKHUH�WKH�DPRXQW�RI�FRPSHQVDWLRQ�LV�HTXLYDOHQW�WR�WKH�GHSUHFLDWHG�YDOXH�RI�WKH
LPSURYHPHQWV�RU�WKH�RULJLQDO�FRVW��$OVR��ZH�FRQVLGHU�WKH�SRVVLELOLW\�RI�D�SHUFHQWDJH�OHDVH���:LWK
VXFK�D�OHDVH�WKH�JURXQG�OHVVHH�ZRXOG�PDNH�D�OHDVH�SD\PHQW�HTXLYDOHQW�WR�D�SHUFHQWDJH�RI�WKH
JURVV�UHYHQXH�RI�WKH�SURSHUW\���6XFK�D�OHDVH�ZRXOG�EH�D�VLPSOH�H[DPSOH�RI�D�SDUWLFLSDWLQJ�JURXQG
OHDVH����)LQDOO\��ZH�H[DPLQH�WKH�LPSDFW�RI�DQ�RSWLRQ�IRU�WKH�OHVVHH�WR�H[WHQG�WKH�OHDVH�DW�WKH�WLPH
RI�UHGHYHORSPHQW�E\�WKH�QXPEHU�RI�\HDUV�WKDW�KDYH�DOUHDG\�HODSVHG��)RU�WKHVH�DOWHUQDWLYHV�ZH
H[SORUH�WKH�LPSDFW�RQ�ERWK�WLPLQJ�DQG�LQWHQVLW\�RI�UHGHYHORSPHQW���$OO�RI�WKHVH�DOWHUQDWLYHV�DUH
HLWKHU�W\SLFDO�DUUDQJHPHQWV�LQ�H[LVWLQJ�JURXQG�OHDVHV�RU�HDVLO\�LPSOHPHQWHG�DUUDQJHPHQWV�ZKLFK
PD\�FKDQJH�WKH�OHVVHH¶V�PRWLYDWLRQ�WR�XQGHUWDNH�UHGHYHORSPHQW�ZKLFK�PD\�EH�RSWLPDO�IRU�WKH
OHVVRU�

:H�DOVR�XQGHUWDNH�VRPH�VHQVLWLYLW\�DQDO\VLV�WR�H[DPLQH�WKH�LPSDFW�RI�FKDQJHV�LQ�YDULRXV
SDUDPHWHUV�RQ�WKH�YDOXH�RI�WKH�JURXQG�OHDVH�DV�ZHOO�DV�RQ�WKH�WLPLQJ�DQG�LQWHQVLW\�RI
UHGHYHORSPHQW���6SHFLILFDOO\��ZH�H[SORUH�WKH�LPSDFW�RI�YDULDWLRQ�LQ�WKH�UHQWDO�JURZWK�UDWHV�
FKDQJHV�LQ�WKH�FRUUHODWLRQ�EHWZHHQ�WKH�EXLOGLQJ�DQG�WKH�ODQG�UHQW�JURZWK�UDWHV��FKDQJHV�LQ
GHYHORSPHQW�HIILFLHQF\�DQG�FKDQJHV�LQ�WKH�LQWHUHVW�UDWH���7KH�UROH�RI�WKHVH�SDUDPHWHUV�ZLOO
EHFRPH�FOHDU�DV�RXU�PRGHO�LV�GHVFULEHG�LQ�WKH�IROORZLQJ�VHFWLRQ�

2YHUYLHZ�RI�RXU�DSSURDFK
)XWXUH�GHYHORSPHQW�RI�D�ODQG�FUHDWHV�DQ�RSWLRQ�WKDW�KDV�YDOXH�WR�WKH�LQGLYLGXDO�ZKR�KDV�WKH�ULJKW
WR�XVH�WKH�ODQG���7KH�ULVN�QHXWUDO�SULFLQJ�PHWKRG�IRU�RSWLRQV�RIIHUV�DQ�DOWHUQDWLYH�WKDW�HPSOR\V
VLJQLILFDQW�FRPSXWDWLRQDO�WLPH�EXW�DYRLGV�LQWUDFWDEOH�DQDO\WLF�DSSURDFKHV�WR�FHUWDLQ�RSWLRQ�SULFLQJ
SUREOHPV��8VLQJ�0RQWH�&DUOR�WHFKQLTXHV��WKH�FXUUHQW�YDOXH�RI�WKH�GHYHORSPHQW�RSWLRQ��FDQ�EH
HVWLPDWHG�E\�VLPXODWLQJ�PDQ\�VDPSOH�SDWKV�RI�GHYHORSPHQW��ILQGLQJ�WKH�PD[LPXP�YDOXH�LQ�HDFK
VDPSOH�SDWK�DQG�WKHQ�DYHUDJLQJ�WKH�SUHVHQW�GLVFRXQWHG�YDOXH�RI�WKH�PD[LPD�RYHU�DOO�WKH�VDPSOH
SDWKV�WR�\LHOG�DQ�H[SHFWHG�YDOXH�RYHU�DOO�VDPSOH�SDWKV���7KDW�H[SHFWHG�YDOXH�LV�DQ�HVWLPDWH�RI�WKH
YDOXH�RI�WKH�GHYHORSPHQW�RSWLRQ��%R\OH��������ZDV�WKH�ILUVW�WR�HPSOR\�QXPHULFDO�RU�0RQWH�&DUOR
WHFKQLTXHV�LQ�YDOXLQJ�ILQDQFLDO�RSWLRQV�DQG��VXEVHTXHQWO\��QXPHURXV�RWKHUV�KDYH�HPSOR\HG�WKHVH
DSSURDFKHV�SDUWLFXODUO\�IRU�SDUWLDO�GLIIHUHQWLDO�HTXDWLRQV�WKDW�DUH�GLIILFXOW�WR�VROYH�DQDO\WLFDOO\�
6HH��IRU�H[DPSOH��&DSR]]D�DQG�6LFN��������DQG�&KLOGV�HW�DO���������

,Q�D�UHDO�HVWDWH�GHYHORSPHQW�HQYLURQPHQW��WKH�YDOXH�RI�D�SURSHUW\�LV�D�IXQFWLRQ�RI�WKH�H[SHFWHG
SDWK�RI�UHQWV��WKH�GHYHORSPHQW�WHFKQRORJ\��WKH�H[SHFWHG�LQWHUHVW�RU�GLVFRXQW�UDWH�DQG�WKH�H[SHFWHG
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FRVW�RI�FRQVWUXFWLRQ���7KH�RSWLPDO�GHYHORSPHQW�GHFLVLRQ�LQYROYHV�FKRRVLQJ�WKH�RSWLPDO�WLPH�DQG
LQWHQVLW\�RI�GHYHORSPHQW���,Q�RXU�SDSHU��ZH�EXLOG�XSRQ�WKH�DSSURDFK�HPSOR\HG�E\�&DSR]]D�DQG
6LFN��������ZLWK�VRPH�H[FHSWLRQV���)LUVW��RXU�PRGHO�LQFOXGHV�D�YDOXH�RU�UHQW�IRU�ERWK�WKH�ODQG�DQG
WKH�LPSURYHPHQWV��EXLOGLQJ����7KLV�SHUPLWV�WKH�OHVVHH�WR�EH�FRPSHQVDWHG�IRU�WKH�UHVLGXDO�YDOXH�RI
WKH�EXLOGLQJ�ZKLOH�WKH�UHVLGXDO�YDOXH�RI�WKH�ODQG�UHYHUWV�WR�WKH�OHVVRU���7KXV��WKH�UHQWDO�VWUHDP
JHQHUDWHG�E\�D�SURSHUW\�LV�FRPSULVHG�RI�EXLOGLQJ�UHQW�DQG�ODQG�UHQW���%RWK�EXLOGLQJ�UHQW�DQG�ODQG
UHQW�DUH�VWRFKDVWLF�EXW�ODQG�UHQW�DGMXVWV�WR�LWV�WKHRUHWLFDO�PDUNHW�YDOXH�DW�WKH�WLPH�RI
UHGHYHORSPHQW�����:H�HPSOR\�0RQWH�&DUOR�WHFKQLTXHV�WR�HVWLPDWH�WKH�YDOXHV�RI�WKH�IHH�VLPSOH
DQG�WKH�OHDVH�FRQWUDFWV�DQG�GHWHUPLQH�WKH�RSWLPDO�WLPLQJ�DQG�LQWHQVLW\�RI�UHGHYHORSPHQW�IRU�ERWK
ODQGORUG�DQG�JURXQG�WHQDQW���6WDUWLQJ�UHQWV��LQWHUHVW�UDWHV��OHDVH�WHUPV��FRQVWUXFWLRQ�FRVWV�
FRQYHUVLRQ�WHFKQRORJ\��HIILFLHQF\��DQG�EXLOGLQJ�DQG�ODQG�JURZWK�UDWHV�DQG�YRODWLOLWLHV�DUH�IL[HG
SDUDPHWHUV��:H�GR�QRW�FRQVLGHU�PXOWLSOH�RU�VHTXHQWLDO�UHGHYHORSPHQW�DOWHUQDWLYHV�DW�WKLV�SRLQW�

7KH�PRGHO�IRU�HDFK�OHDVH�FRQWUDFW�LV�FUHDWHG�WR�VLPXODWH�WKH�UHGHYHORSPHQW�GHFLVLRQV�IDFHG�E\�D
JURXQG�WHQDQW��7KH�JURXQG�WHQDQW�OHDVHV�WKH�ODQG�IURP�WKH�ODQGORUG�DQG�WKHQ�OHDVHV�WKH�EXLOGLQJ�WR
WKH�VSDFH�XVHUV��:KHQ�WKH�FXUUHQW�ODQG�XVH�LV�QR�ORQJHU�DW�LWV�KLJKHVW�DQG�EHVW�XVH��WKH�JURXQG
WHQDQW�QHHGV�WR�GHFLGH�LI�DQG�ZKHQ�LW�LV�RSWLPDO�WR�UHGHYHORS��FRQYHUW��WKH�ODQG�WR�LWV�EHVW�XVH�
(YHQ�WKRXJK�WKH�SURSHUW\�PD\�QRW�EH�DW�KLJKHVW�DQG�EHVW�XVH��WKH�OHDVH�FRQWUDFW�PD\�QRW�SURYLGH
WKH�VDPH�LQFHQWLYHV�IRU�WKH�JURXQG�WHQDQW�WR�UHGHYHORS�WKH�SURSHUW\�DV�LQ�WKH�FDVH�RI�WKH�IHH
RZQHU�

7KH�PRGHO
7KH�PDUNHW�ODQG�UHQW��5/��DQG�PDUNHW�EXLOGLQJ�UHQW��%��HDFK�IROORZ�ORJQRUPDO�GLVWULEXWLRQV
�:LHQHU�SURFHVVHV���7KH�
JURZWK�UDWH
�IRU�ODQG�UHQW�LV�SRVLWLYH�DQG�WKDW�IRU�EXLOGLQJ�UHQW�LV�DOVR
SRVLWLYH���7KXV

G5/� �J�GW��� �G] ���
DQG
G%� �J�GW��� �G] ���
ZKHUH�G]�LV�D�VWDQGDUG�:LHQHU�SURFHVV���:H�H[SHFW�WKDW�WKHUH�ZLOO�EH�D�VWURQJ�UHODWLRQVKLS�EHWZHHQ
J� �DQG�J� ���,Q�IDFW��ZH�ZRXOG�H[SHFW�WKDW�LQ�D�FRPSHWLWLYH�HQYLURQPHQW��WKH�WZR�GULIWV�ZRXOG
PRYH�LQ�WDQGHP���+RZHYHU��WKLV�ZRXOG�EH�WKH�FDVH�ZLWK�UHVSHFW�WR�QHZ�SURSHUWLHV���,Q�RXU
VLPXODWLRQV��ZH�LQFOXGH�GHSUHFLDWLRQ�VR�WKDW�DIWHU�DFFRXQWLQJ�IRU�GHSUHFLDWLRQ��J� �PD\�QRW�HTXDO
J����RU�WKH�HIIHFWLYH�JURZWK�UDWH�DIWHU�GHSUHFLDWLRQ�PD\�EH�J� ±�B�



3DJH��� �������

7KH�JURXQG�WHQDQW�SD\V�FRQWUDFWXDO�JURXQG�UHQW�WR�WKH�ODQGORUG��ZKLFK�PD\�RU�PD\�QRW�EH�HTXDO�WR
WKH�PDUNHW�ODQG�UHQW�GHSHQGLQJ�RQ�WKH�OHDVH�VWUXFWXUH��7KH�UHVW�RI�WKH�UHQW�IORZV�DUH�WKH�LQFRPH�WR
WKH�JURXQG�WHQDQW���:H�DVVXPH�IRU�WKH�SXUSRVHV�RI�WKLV�SDSHU�WKDW�EXLOGLQJ�UHQWV�µPDUN�WR�PDUNHW�¶
7KDW�LV��OHDVH�FRQWUDFWV�EHWZHHQ�WKH�JURXQG�OHVVHH��WKH�RZQHU�RI�WKH�JURXQG�OHDVHKROG��DQG�KLV�RU
KHU�WHQDQWV��RFFXSDQWV�RI�WKH�EXLOGLQJ��PDUN�WR�PDUNHW��

$VVXPLQJ�WKH�JURXQG�UHQW�VSHFLILHG�E\�WKH�OHDVH�LV�56��WKHQ�WKH�UHQW�IORZ�RU�LQFRPH�WR�WKH�JURXQG
WHQDQW�LV�HTXDO�WR�

5�W�� �5/�W����%�W��±�56�W��� ����
,W�LV�DVVXPHG�WKDW�DIWHU�UHGHYHORSPHQW��FRQYHUVLRQ���ZKHUH�QHZ�FRQVWUXFWLRQ�LV�KRPRJHQRXV��
ERWK�ODQG�UHQW�DQG�EXLOGLQJ�UHQW�LQFUHDVH�E\�WKH�VDPH�PXOWLSOH���,I�WKH�UHGHYHORSPHQW�RFFXUV�DW
WLPH� ��WKH�UHQW�IORZ�DIWHU�WKH�UHGHYHORSPHQW�EHFRPHV�
5
/��� ��� ��T�N��5/�� � ���
%
�� �� �T�N��%�� � ���
7KH�UHQW�PXOWLSOH�LV�GHWHUPLQHG�E\�D�&REE�'RXJODV�W\SH�SURGXFWLRQ�IXQFWLRQ�VXFK�DV�
T�N�� �. ���
ZKHUH� ��LV�WKH�FDSLWDO�HODVWLFLW\�RI�VXEVWLWXWLRQ��.�LV�WKH�DPRXQW�RI�FDSLWDO�SHU�XQLW�RI�ODQG�DQG�T�N�
LV�WKH�UHVXOWLQJ�UHQWDEOH�VSDFH�SHU�XQLW�RI�ODQG�����7KH�FRVW�RI�DSSO\LQJ�D�XQLW�RI�FDSLWDO�LV�F�VR�

^>. %�� �@����L�J����`���^>. �5/� ��@����L�J���`��±�.� �F ���

LV�WKH�YDOXH�RI�FRQYHUVLRQ�DW�DQ\�SHULRG��B���1RWH�WKDW�WKH�ODQG�UHQW��ODQG�UHVLGXDO�UHQW��LQFUHDVHV
ZLWK�WKH�DELOLW\�RI�WKH�SURSHUW\�WR�JHQHUDWH�LQFRPH�WKDW�UHVXOWV�IURP�LQFUHDVHV�LQ�WKH�)$5�

,Q�ERWK�PRGHOV�RI�FHUWDLQW\�DQG�XQFHUWDLQW\��WKH�JURXQG�WHQDQW�WULHV�WR�PD[LPL]H�WKH�QHW�SUHVHQW
YDOXH�RI�WKH�SURMHFW�DW�WLPH���JLYHQ�WKH�RSSRUWXQLW\�WR�UHGHYHORS�DW�VRPH�SRLQW�B�LQ�WKH�IXWXUH�
ZKHUH���B�7���7KH�139�FRQVLVWV�RI�IRXU�HOHPHQWV��UHQW�IORZ�EHIRUH�DQG�DIWHU�WKH�UHGHYHORSPHQW�
WKH�FRVW�RI�UHGHYHORSPHQW��F�SHU�XQLW�RI�VSDFH���DQG�WKH�FRPSHQVDWLRQ�YDOXH�RU�WKH�UHVLGXDO�YDOXH
�P���LI�DQ\��ZKHQ�WKH�OHDVH�H[SLUHV�

$VVXPLQJ�WKH�SURSHUW\�LV�UHGHYHORSHG�DW�WLPH� �WR�D�GHQVLW\�T��WKHQ�WKH�SUHVHQW�YDOXH�DW�WLPH���LV
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139��5� �.�7�� �39��5�� �����T�N�39��5 ��7��� ����39��NF����39��P� ���
ZKHUH�7�LV�WKH�WHUP�RI�WKH�OHDVH���+HUH��WKH�IRUPXOD�WR�FDOFXODWH�WKH�SUHVHQW�YDOXH��39��LV�WKH
VWDQGDUG�GLVFUHWH�RQH�

"� � 1W W
W
U
5539

� ����� ���

7KHUHIRUH�LQ�D�VLQJOH�FHUWDLQW\�VFHQDULR��WKH�RSWLPDO�WLPLQJ�DQG�WKH�RSWLPDO�VFDOH��GHQVLW\��RI�WKH
UHGHYHORSPHQW�LV�WKH�VROXWLRQ�WR�WKH�IROORZLQJ�SUREOHP

�����PD[� 7N5139N ����

7KLV�SUREOHP�FDQ�EH�VROYHG�WKURXJK�QXPHULF�RSWLPL]DWLRQ�WHFKQLTXHV�
7R�ILQG�WKH�RSWLPDO�VROXWLRQ�XQGHU�XQFHUWDLQW\��ZH�HPSOR\�0RQWH�&DUOR�PHWKRGV�WR�VLPXODWH
GLIIHUHQW�VFHQDULRV�DV�GHVFULEHG�DERYH�LQ�WKH�LQLWLDO�SDUDJUDSK�RI�WKLV�VHFWLRQ���7KH�VDPSOLQJ
PHWKRG�XVHG�IRU�WKH�XQFHUWDLQ�YDULDEOHV�LQ�WKH�PRGHOV�LV�WKH�/DWLQ�K\SHUFXEH�PHWKRG��ZKLFK�LV�D
VWUDWLILHG�VDPSOLQJ�PHWKRG��/DWLQ�+\SHUFXEH�VDPSOLQJ�ZLOO�DFFXUDWHO\�UHFUHDWH�WKH�SUREDELOLW\
GLVWULEXWLRQV�VSHFLILHG�E\�GLVWULEXWLRQ�IXQFWLRQV�LQ�OHVV�LWHUDWLRQV�WKDQ�0RQWH�&DUOR�VDPSOLQJ���6HH
-XGG��������S�������,Q�WKH�IRUPHU��VDPSOLQJ�LV�VWUDWLILHG�ZKLOH�LQ�WKH�ODWWHU��VDPSOLQJ�LV�UDQGRP
DFURVV�WKH�IXOO�UDQJH�RI�SRVVLELOLWLHV�LQ�WKH�VSHFLILHG�GLVWULEXWLRQ�

:LWKLQ�HDFK�VFHQDULR��DQ�RSWLPDO�VROXWLRQ�RI�WKH�UHGHYHORSPHQW�WLPLQJ�DQG�GHQVLW\�LV�IRXQG�E\
XVLQJ�QXPHULFDO�RSWLPL]DWLRQ�PHWKRGV�DV�DERYH�LQ�WKH�FHUWDLQW\�FDVH���+RZHYHU��PXOWLSOH
LWHUDWLRQV�SHUPLW�WKH�ILQDO�RSWLPDO�VROXWLRQ�WR�EH�WKH�RQH�WKDW�PD[LPL]HV�WKH�H[SHFWHG�PHDQ�RI
139�5�� ��N��7��

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�H[RJHQRXV�YDULDEOHV��GHULYHG�SDUDPHWHUV�DQG�HQGRJHQRXV
YDULDEOHV�LQ�WKH�PRGHO��7KH�H[RJHQRXV�SDUDPHWHUV�LQFOXGH�

�� ,QWHUHVW�UDWH��FRVW�RI�FDSLWDO�
�� 6WDUWLQJ�ODQG�UHQW��LWV�JURZWK�UDWH�DQG�³VLJPD´�
�� 6WDUWLQJ�EXLOGLQJ�UHQW��LWV�JURZWK�UDWH�DQG�³VLJPD´�
�� 7KH�EXLOGLQJ�GHSUHFLDWLRQ�UDWH�
�� 3URGXFWLRQ�HIILFLHQF\��DQG
�� &RUUHODWLRQ�FRHIILFLHQW�EHWZHHQ�WKH�ODQG�UHQW�DQG�WKH�EXLOGLQJ

UHQW�
7KH�GHULYHG�SDUDPHWHUV�LQFOXGH�
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�� /DQG�YDOXH�
�� 5HDO�EXLOGLQJ�UHQW�JURZWK�UDWH�
�� %XLOGLQJ�YDOXH�
�� 5HQW�PXOWLSOH��DQG
�� &DSLWDOL]DWLRQ�UDWH�

7KH�UHVXOWV�RI�WKH�DQDO\VLV�LQFOXGH�
�� &RQYHUVLRQ�\HDU��UHGHYHORSPHQW�WLPLQJ���DQG
�� &RQYHUVLRQ�VFDOH��UHGHYHORSPHQW�LQWHQVLW\��

:H�FDQ�DOVR�IXUWKHU�GHVFULEH�HDFK�RXWFRPH�ZLWK�WKH�IROORZLQJ�LQIRUPDWLRQ�
�� 5HQW�PXOWLSOH�
�� 3HULRG�]HUR�YDOXH�RI�WKH�DVVHW�DVVXPLQJ�QR�UHGHYHORSPHQW�
�� 3HULRG��YDOXH�RI�WKH�DVVHW��ZKHQ�UHGHYHORSHG��
�� 3HULRG�]HUR�YDOXH�RI�DVVHW�DVVXPLQJ�UHGHYHORSPHQW�RFFXUV�DW�WKH

RSWLPDO�WLPH�DQG�ZLWK�WKH�RSWLPDO�LQWHQVLW\��DQG
�� 3HULRG�]HUR�YDOXH�RI�WKH�OHDVHG�IHH�ZKHQ�RSWLPDO�UHGHYHORSPHQW

KDV�RFFXUUHG�
7R�LPSOHPHQW�WKH�PRGHO��ZH�DSSO\�WKH�GHSUHFLDWLRQ�UDWH�RQO\�WR�WKH�EXLOGLQJ�UHQW���7KXV��WKH�UHDO
JURZWK�UDWH�XVHG�LQ�WKH�:LHQHU�3URFHVV�IRU�WKH�EXLOGLQJ�LV�WKH�PDUNHW�JURZWK�UDWH�OHVV�WKH
GHSUHFLDWLRQ�UDWH����7R�GHWHUPLQH�DVVHW�YDOXH��D�FDSLWDOL]DWLRQ�UDWH�LV�GHULYHG�IURP�WKH�ODQG�UHQW
JURZWK�UDWH�DQG�WKH�LQWHUHVW�UDWH�

7KXV�WKH�FDSLWDOL]DWLRQ�UDWH���LV�FRQVWDQW�WKURXJKRXW�WKH�OHDVH�WHUP���7KH�EXLOGLQJ�YDOXH�DQG�WKH
ODQG�YDOXH�DUH�ERWK�FDOFXODWHG�E\�GLYLGLQJ�WKH�FXUUHQW�UHQW�E\�WKH�FDSLWDOL]DWLRQ�UDWH���7KH�VDPH
PHWKRG�LV�HPSOR\HG�WR�GHWHUPLQH�WKH�UHVLGXDO�YDOXH�RI�WKH�EXLOGLQJ�DW�WKH�WHUPLQDWLRQ�RI�WKH�OHDVH�

7KH�ODQGRZQHU¶V�SRVLWLRQ�PXVW�DOVR�EH�FRQVLGHUHG�DV�WKH�FRQWUDFWXDO�DUUDQJHPHQWV�DUH�FKDQJHG�
,Q�RUGHU�IRU�WKH�ODQGRZQHU�WR�FRQVLGHU�QHJRWLDWLQJ�DQ�DOWHUQDWLYH�FRQWDFW��WKH�ODQGORUG�PXVW�EH
EHWWHU�RII�WKDW�KH�RU�VKH�ZRXOG�EH�ZLWK�WKH�RULJLQDO�FRQWUDFW�DV�ZHOO��,Q�RWKHU�ZRUGV��WKHUH�PXVW�EH
D�MRLQW�RSWLPL]DWLRQ�SURFHVV��,Q�WKLV�DQDO\VLV�ZH�VLPSO\�FRPSXWH�WKH�YDOXH�RI�WKH�OHDVHG�IHH�DQG
GHPRQVWUDWH�WKDW�XQGHU�VRPH�RI�WKH�DOWHUQDWLYH�FRQWUDFWV��WKH�ODQGORUG�RU�WKH�RZQHU�RI�WKH�OHDVHG
IHH�LV�EHWWHU�RII�WKDQ�LQ�WKH�FDVH�RI�WKH�EDVHOLQH�FRQWUDFW�

7KH�DQDO\VLV�DQG�UHVXOWV
,Q�WKH�SDSHU��ZH�H[SORUH�FRQWUDFWXDO�DOWHUQDWLYHV�WR�WKH�PDUN�WR�PDUNHW�OHDVH�VWUXFWXUH�DVVXPHG�E\
&DSR]]D�DQG�6LFN���7KH�ILUVW�REMHFWLYH�LV�WR�VKRZ�WKDW�OHDVH�FRQWUDFWV�WKDW�DUH�PRUH�UHDOLVWLF�OHDG
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WR�WLPLQJ�DQG�LQWHQVLW\�RI�GHYHORSPHQW�GHFLVLRQV�WKDW�DUH�VRPHZKDW�GLIIHUHQW�IRUP�WKRVH�GHSLFWHG
E\�&DSR]]D�DQG�6LFN��7KH�VHFRQG�DQG�PRUH�LPSRUWDQW�REMHFWLYH�LV�WR�H[SORUH�DOWHUQDWH�FRQWUDFW
GHVLJQV�WKDW�PD\�SURYLGH�LQFHQWLYHV�WR�WKH�OHVVHH�WR�XQGHUWDNH�XSJUDGHV�DW�D�WLPH�DQG�LQWHQVLW\
WKDW�ZRXOG�EH�D�VHFRQG�EHVW�RXWFRPH�IRU�WKH�OHVVRU��3UHVXPDEO\��WKH�ILUVW�EHVW�RU�RSWLPDO�RXWFRPH
IRU�WKH�ODQGRZQHU�ZRXOG�EH�UHGHYHORSPHQW�DW�D�WLPH�DQG�LQWHQVLW\�LGHQWLFDO�WR�WKDW�ZKLFK�WKH�IHH
RZQHU�ZRXOG�XQGHUWDNH�LI�WKH�IHH�ZHUH�QRW�VXEMHFW�WR�D�JURXQG�OHDVH��6SHFLILF�DVSHFWV�RI�JURXQG
OHDVH�FRQWUDFWV�WKDW�ZLOO�EH�H[SORUHG�LQFOXGH�PHFKDQLVPV�IRU�HVFDODWLRQ�RI�WKH�EDVH�UHQW�
DOWHUQDWLYH�UHVLGXDO�FODLPV�IRU�WKH�OHVVHH�DW�WKH�WHUPLQDWLRQ�RI�WKH�OHDVH�DQG�SURYLVLRQV�IRU
H[WHQVLRQ�RI�WKH�OHDVH�LQ�WKH�FDVH�RI�UHGHYHORSPHQW����7KH�PRGHO�GHVFULEHG�LQ�WKH�SULRU�VHFWLRQ�LV
HPSOR\HG�WR�GHWHUPLQH�YDOXHV�RI�WKH�UHGHYHORSPHQW�VFDOH�DQG�\HDU�IRU�HDFK�RI�WKH�FRQWUDFWXDO
DOWHUQDWLYHV�EHORZ���$V�ZHOO��WKH�VHQVLWLYLW\�RI�WKH�PRGHO�WR�FKDQJHV�LQ�WKH�SDUDPHWHUV�LV�WHVWHG�

7KH�IROORZLQJ�DUH�VSHFLILF�DOWHUQDWLYHV�ZH�FRQVLGHU�
�$� 0DUN�WR�PDUNHW�UHQWV

7KLV�EDVHOLQH�FDVH�LV�DQDORJRXV�WR�WKH�JURXQG�OHDVH�DQDO\]HG�E\�&DSR]]D�DQG�6LFN��������
*URXQG�OHDVH�SD\PHQWV�DGMXVW�LQVWDQWDQHRXVO\�WR�WKH�LPSDFW�RI�JURZWK�RU�D�FKDQJH�LQ�XVH
�UHGHYHORSPHQW����6HH�)LJXUH���DQG�7DEOH���

�%� 0DUN�WR�PDUNHW�UHQWV��ZLWK�D�UHVLGXDO�FODLP�
7KLV�OHDVH�LV�DV�DERYH���$��EXW�WKH�OHVVHH�LV�HOLJLEOH�WR�UHFHLYH�FRPSHQVDWLRQ�IURP�WKH
OHVVRU�IRU�WKH�UHVLGXDO�YDOXH�RI�WKH�EXLOGLQJ�DW�WKH�WHUPLQDWLRQ�RI�WKH�OHDVH�
L� 'HSUHFLDWLRQ����7KH�EXLOGLQJ�LV�DVVXPHG�WR�GHSUHFLDWH�DW�VRPH�DQQXDO�SHUFHQWDJH

UDWH���6LQFH�WKH�EXLOGLQJ�DOVR�JURZV�LQ�YDOXH��WKH�DFWXDO�JURZWK�LQ�YDOXH�LV�WKH�QHW
RI�WKH�YDOXH�JURZWK�UDWH�DQG�WKH�GHSUHFLDWLRQ�UDWH��6HH�)LJXUH���DQG�7DEOH���

LL� 1R�GHSUHFLDWLRQ����7KH�RULJLQDO�FRVW�RI�WKH�EXLOGLQJ�ZRXOG�EH�SDLG�E\�WKH�OHVVRU
WR�WKH�OHVVHH��6HH�)LJXUH���DQG�7DEOH���

�$� 6WHS�XS�UHQWV
,Q�WKLV�VWUXFWXUH��OHDVHV�DUH�DVVXPHG�WR�PDUN�WR�PDUNHW�HYHU\�ILYH�\HDUV���,I
UHGHYHORSPHQW�RFFXUV��WKH�EDVH�UHQW�DGMXVWV�DQG�D�QHZ�ILYH�\HDU�FORFN�EHJLQV�DV�RI�WKH
GDWH�RI�UHGHYHORSPHQW�IRU�GHWHUPLQLQJ�WKH�WLPH�RI�WKH�QH[W�VWHS�XS��6HH�)LJXUH���DQG
7DEOH���

�%� 6WHS�XS�UHQWV��ZLWK�D�UHVLGXDO�FODLP�
L� 'HSUHFLDWLRQ���DV�DERYH�LQ��%L�H[FHSW�ZLWK�VWHS�XS�UHQWV����6HH�)LJXUH���DQG

7DEOH���
LL� 1R�GHSUHFLDWLRQ��DV�DERYH�LQ��%LL�H[FHSW�ZLWK�VWHS�XS�UHQWV����6HH�)LJXUH���DQG

7DEOH���
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�� 3HUFHQWDJH�UHQWV
,Q�WKLV�VWUXFWXUH��WKH�FRQWUDFWXDO�JURXQG�UHQW�LV�SURSRUWLRQDWH�WR�WKH�YDOXH�RI�WKH�EXLOGLQJ�
6LQFH�WKH�EXLOGLQJ�OHDVHV�DUH�DVVXPHG�WR�EH�PDUN�WR�PDUNHW��WKLV�PHDQV�WKDW�WKH�JURXQG
OHDVH�SD\PHQWV�ZLOO�EH�H[DFWO\�SURSRUWLRQDO�WR�WKH�JURVV�UHQWDO�LQFRPH�IURP�WKH�EXLOGLQJ�
6LQFH�WKH�FDSLWDOL]DWLRQ�UDWH�LV�DVVXPHG�WR�EH�FRQVWDQW��WKLV�PHDQV�WKH�JURXQG�OHDVH
SD\PHQWV�DUH�SURSRUWLRQDO�WR�WKH�YDOXH�RI�WKH�EXLOGLQJ��6HH�)LJXUH���DQG�7DEOH���

�� /HDVH�H[WHQVLRQ��VWHS�XS�UHQWV��QR�UHVLGXDO�FODLP�
,Q�WKLV�FDVH�WKH�OHVVHH�PD\�UHGHYHORS�DW�DQ\�SRLQW�LQ�WKH�ILUVW�ILIW\�\HDUV��WKH�LQLWLDO�OHDVH
WHUP��EXW�PD\�H[WHQG�WKH�OHDVH�E\�WKH�QXPEHU�RI�\HDUV�H[SLUHG�LQ�WKH�LQLWLDO�OHDVH���(�J���LI
OHVVHH�FKRRVHV�WR�UHGHYHORS�LQ�\HDU�����WKH�OHDVH�LV�H[WHQGHG����\HDUV�EHFRPLQJ�D����\HDU
OHDVH��6HH�)LJXUH���DQG�7DEOH���

:H�DOVR�H[DPLQH�WKH�VHQVLWLYLW\�RI�RXU�PRGHO�WR�FKDQJHV�LQ�VRPH�RI�WKH�SDUDPHWHUV�LQFOXGLQJ�WKH
FRUUHODWLRQ�EHWZHHQ�ODQG�DQG�EXLOGLQJ�JURZWK�UDWHV��)LJXUH���DQG�7DEOH�����WKH�JURZWK�UDWH
�)LJXUH���DQG�7DEOH�����WKH�LQWHUHVW�UDWH��)LJXUH���DQG�7DEOH����DQG�SURGXFWLRQ�HIILFLHQF\��)LJXUH
��DQG�7DEOH����

,Q�7DEOH����&ROXPQ�����ZH�UHSRUW�WKH�YDOXH�RI�WKH�OHDVHG�IHH�LQ�WKH�FDVH�WKDW�UHGHYHORSPHQW
RFFXUV�XQGHU�WKH�DOWHUQDWLYH�FRQWUDFW���:KDW�LV�UHSRUWHG�LV�WKH�SUHVHQW�YDOXH�RI�WKH�FDVK�IORZV�WR
WKH�ODQGORUG�GXULQJ�WKH�OLIH�RI�WKH�OHDVH�SOXV�WKH�SUHVHQW�YDOXH�RI�WKH�UHYHUVLRQ���2XU�JRDO��LQ�WKLV
SDSHU��LV�WR�VKRZ�WKDW�WKHUH�DUH�FRQWUDFWXDO�DOWHUQDWLYHV�WKDW�FDXVH�WKH�JURXQG�OHVVHH�WR�EHKDYH�LQ�D
IDVKLRQ�WKDW�LV�LQ�WKH�LQWHUHVWV�RI�WKH�RZQHU�RI�WKH�OHDVHG�IHH�DV�ZHOO�DV�WKH�JURXQG�OHVVHH���7KXV�ZH
FRPSXWH�WKH�YDOXH�RI�OHDVHG�IHH�XQGHU�YDULRXV�VFHQDULRV�DQG�FRPSDUH�WKDW�YDOXH�WR�WKH�YDOXH�LQ
WKH�EDVHOLQH�FDVH���

7KH�EDVHOLQH��FDVH

7KH�EDVHOLQH�FDVH�DVVXPHV�D�ODQG�UHQW�RI��������DQG�DQ�HTXLYDOHQW�EXLOGLQJ�UHQW��7KH�JURZWK�UDWH
IRU�YDOXHV�DQG�UHQWV�RI�ODQG�DQG�EXLOGLQJV�LV�DVVXPHG�WR�EH������%XLOGLQJV�DUH�GHSUHFLDEOH�VR�ZH
DVVXPH�WKDW�WKH����EXLOGLQJ�JURZWK�UDWH�LV�WKH�QHW�UHVXOW�RI�D����PDUNHW�JURZWK�UDWH�DQG�D���
GHSUHFLDWLRQ�UDWH���'HSUHFLDWLRQ�LV�DVVXPHG�WR�LQIOXHQFH�UHQWV�DV�ZHOO�VR�UHQWV�JURZ�DW�WKH�UDWH�RI
���UDWKHU�WKDQ������7KH�YDULDQFH�RI�WKH�ODQG�JURZWK�UDWH�LV������DQG�WKH�YDULDQFH�RI�WKH�EXLOGLQJ
JURZWK�UDWH�LV��������7KH�LQWHUHVW�UDWH�LV�DVVXPHG�WR�EH����DQG�WKH�FRVW�RI�FDSLWDO�����������:LWK
DQ�LQWHUHVW�UDWH�RI����DQG�D�JURZWK�UDWH�RI�����WKH�DSSURSULDWH�FDSLWDOL]DWLRQ�UDWH�LV����UHVXOWLQJ
LQ�DQ�LQLWLDO�YDOXH�RI���������IRU�HDFK�VTXDUH�IRRW�RI�OHDVDEOH�VSDFH���6LQFH�WKH�SURGXFWLRQ
HIILFLHQF\�B�LV������DQG�(TXDWLRQ�����LQGLFDWHV�WKDW�DQ�DGGLWLRQDO�VTXDUH�IRRW�RI�OHDVDEOH�VSDFH�FDQ
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EH�JHQHUDWHG�ZLWK���XQLW�RI�FDSLWDO���+RZHYHU��WZR�VTXDUH�IHHW�RI�DGGLWLRQDO�VSDFH�ZRXOG�UHTXLUH
IRXU�XQLWV�RI�FDSLWDO���,Q�RWKHU�ZRUGV��D�PDUJLQDO�H[SHQGLWXUH�RI����������ZRXOG�EH�UHTXLUHG�WR
FUHDWH�DQ�DGGLWLRQDO�VTXDUH�IRRW�RI�OHDVDEOH�VSDFH�RQ�D�VTXDUH�IRRW�RI�ODQG���$�PDUJLQDO
H[SHQGLWXUH�RI���������ZRXOG�EH�UHTXLUHG�WR�FUHDWH�WZR�DGGLWLRQDO�VTXDUH�IHHW�RI�OHDVDEOH�VSDFH�

7R�SURYLGH�SHUVSHFWLYH�IRU�WKH�DQDO\VLV�RI�WKH�JURXQG�OHDVH�FRQWUDFWV�ZH�FRPSDUH�JURXQG�OHDVH
FRQWUDFWXDO�RXWFRPHV�ZLWK�IHH�VLPSOH�RXWFRPHV�XVLQJ�VLPLODU�PDUNHW�DVVXPSWLRQV���7KDW�LV��LI�WKH
EXLOGLQJ�UHQW�JURZWK�UDWH�LV�DVVXPHG�WR�EH����ZLWK�D�GHSUHFLDWLRQ�UDWH�RI�����ZH�GHWHUPLQH�WKH
RSWLPDO�UHGHYHORSPHQW�WLPLQJ�DQG�LQWHQVLW\�IRU�ERWK�WKH�JURXQG�OHVVHH�DQG�WKH�IHH�RZQHU��WKH
OHVVRU��XQGHU�WKH�VDPH�FLUFXPVWDQFHV���7DEOH����&DVHV���WKRXJK�����WKH�ODVW�IRXU�URZV��UHSRUW�WKH
UHVXOWV�DQG�SDUDPHWHUV�IRU�IRXU�IHH�VLPSOH�VFHQDULRV���7R�LOOXVWUDWH��&DVH���LQYROYHV�D�IHH�RZQHU
ZLWK�D����\HDU�KRUL]RQ�ZKR�PD\�UHGHYHORS�RQO\�RQH�WLPH�GXULQJ�WKH����\HDU�SHULRG���'HSUHFLDWLRQ
RI�WKH�EXLOGLQJ�LV�DVVXPHG���5HGHYHORSPHQW�RFFXUV�LQ�\HDU����DW�D�VFDOH�RI�������ZLWK�D�UHVXOWLQJ
UHQW�PXOWLSOH�RI��������6FDOH�UHIHUV�WR�WKH�XQLWV�RI�FDSLWDO�H[SHQGHG���7KH�UHGHYHORSHG�SURSHUW\�KDV
D�QHZ�IORRU�DUHD�UDWLR��)$5��RI������HTXLYDOHQW�WR�WKH�UHQW�PXOWLSOH���7KXV��WKH�QHZ�UHQW�JHQHUDWHG
LV������WLPHV�WKH�ROG�UHQW���7KH�VFDOH�DQG�UHQW�PXOWLSOH�DSSHDU�LQ�WKH�VHFRQG�FROXPQ�RI�7DEOH���
7KH�WKLUG�FROXPQ�UHSRUWV�WKDW�WKH�LQLWLDO�YDOXH�RI�WKH�ODQG�LV���������DQG�WKH�SUHVHQW�YDOXH�RI�WKH
HYHQWXDO�UHGHYHORSPHQW�LV�����������7KXV�WKH�UHGHYHORSPHQW�RSWLRQ�LV�ZRUWK�����������7KH
SUHVHQW�YDOXH�RI�WKH�SURMHFW�LQ�\HDU�����DW�WKH�WLPH�RI�UHGHYHORSPHQW�LV������������1RZ�ZH�FDQ
SURFHHG�WR�HYDOXDWLQJ�WKH�RXWFRPHV�IRU�YDULRXV�SRVVLEOH�JURXQG�OHDVH�FRQWUDFWV��2XU
SDUDPHWHUL]DWLRQ�RI�WKH�PRGHO�UHVXOWV�LQ�GUDPDWLF�GLIIHUHQFH�EHWZHHQ�WKH�LQWHQVLW\�RI
UHGHYHORSPHQW�WKDW�ZRXOG�EH�XQGHUWDNHQ�E\�WKH�IHH�RZQHU�DQG�WKDW�ZKLFK�ZRXOG�EH�XQGHUWDNHQ
E\�WKH�JURXQG�OHVVHH�LQ�WKH�EDVHOLQH�FDVH���$�GLVFXVVLRQ�RI�WKH�ODWWHU�IROORZV�

)LJXUH���SORWV�WKH�YDOXHV�RI�D�OHDVHKROG�LQWHUHVW�ZLWK�PDUN�WR�PDUNHW�UHQWV�DQG�VWHS�XS�UHQWV�DV
ZHOO�DV�WKH�YDOXH�RI�WKH�XQHQFXPEHUHG�IHH�VLPSOH�LQWHUHVW�LQ�WKH�ODQG��,Q�HDFK�RI�WKH�WKUHH
VFHQDULRV��GHSUHFLDWLRQ�RI�WKH�LPSURYHPHQWV�LV�DVVXPHG���7DEOH���LOOXVWUDWHV�DOO�RI�WKH�LQSXW
DVVXPSWLRQV�DQG�NH\�SDUDPHWHU�YDOXHV�DV�ZHOO�DV�WKH�RXWFRPHV�DVVRFLDWHG�ZLWK�HDFK�FDVH���7KH
RXWFRPHV�GHVFULEH�WKH�WLPLQJ�DQG�LQWHQVLW\�RI�UHGHYHORSPHQW���6SHFLILFDOO\��&ROXPQ���LQ�7DEOH
UHSRUWV�IRU�HDFK�FDVH��WKH�LQWHQVLW\�RI�UHGHYHORSPHQW�DQG�WKH�UHQW�PXOWLSOH���5HPHPEHU�WKDW�T�N�� 
. ��IURP�(TXDWLRQ�������7KDW�LV��WKH�UHQW�PXOWLSOH�LV�HTXDO�WR�WKH�FDSLWDO�DSSOLHG�SHU�XQLW�RI�ODQG
UDLVHG�WR�WKH�SRZHU�Ⴄ��ZKHUH�Ⴄ�LV�WKH�FDSLWDO�HODVWLFLW\�RI�VXEVWLWXWLRQ�RU�WKH�SURGXFWLRQ�HIILFLHQF\�
:H�DVVXPH�WKDW�Ⴄ� ������LQ�PRVW�RI�RXU�UXQV��&ROXPQ���LQ�7DEOH���UHSRUWV�WKH�WLPLQJ�RI
UHGHYHORSPHQW���&ROXPQ���RI�7DEOH���UHSRUWV�UHVSHFWLYHO\��IRU�HDFK�FDVH������SHULRG�]HUR�YDOXH�RI
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WKH�DVVHW�DVVXPLQJ�QR�UHGHYHORSPHQW������SHULRG�B�YDOXH�RI�WKH�DVVHW��ZKHQ�UHGHYHORSHG���DQG����
SHULRG�]HUR�YDOXH�RI�DVVHW�DVVXPLQJ�UHGHYHORSPHQW�RFFXUV�DW�WKH�RSWLPDO�WLPH�DQG�ZLWK�WKH
RSWLPDO�LQWHQVLW\��&ROXPQ����UHSRUWV�WKH�SHULRG�]HUR�YDOXH�RI�WKH�OHDVHG�IHH�ZKHQ�RSWLPDO
UHGHYHORSPHQW�KDV�RFFXUUHG��7KH�UHPDLQGHU�RI�WKH�WDEOH�UHSRUWV�LQSXW�SDUDPHWHUV�RU�DWWULEXWHV�RI
WKH�FRQWUDFW�

*RLQJ�EDFN�WR�)LJXUH����ZH�VHH��DV�ZDV�GHPRQVWUDWHG�E\�&DSR]]D�DQG�6LFN��WKDW�ZLWK�PDUN�WR
PDUNHW�UHQWV��&DVH�����WKH�OHVVHH�UHGHYHORSV�DW�OHVV�LQWHQVLW\�WKDQ�ZRXOG�WKH�IHH�RZQHU���1RWH�WKDW
ZH�UHSRUW�WKH�UHVXOWV�IRU�WKH�IHH�RZQHU�LQ�IRXU�VFHQDULRV��ZLWK�GHSUHFLDWLRQ��&DVHV���DQG�����DQG
ZLWKRXW�GHSUHFLDWLRQ��&DVH��������5HGHYHORSPHQW�E\�WKH�OHVVHH�LQ�WKH�PDUN�WR�PDUNHW�FDVH�RFFXUV
LQ�\HDU�����EHIRUH�UHGHYHORSPHQW�LQ�DQ\�RI�WKH�IHH�RZQHU�VFHQDULRV��$V�ZHOO��WKH�YDOXH�RI�WKH
OHDVHKROG�GHFOLQHV�WR�]HUR�DW�WKH�GDWH�RI�WKH�WHUPLQDWLRQ�RI�WKH�OHDVH���7KH�VFDOH�RI�GHYHORSPHQW�E\
WKH�IHH�RZQHU�LV�PXFK�JUHDWHU�WKDQ�LQ�WKH�FDVH�RI�WKH�OHVVHH��7KH�JURXQG�OHVVHH�ZRXOG�RQO\�DSSO\
�����XQLWV�RI�FDSLWDO�SHU�VTXDUH�IRRW�RI�ODQG�UHVXOWLQJ�LQ�D�UHQW�PXOWLSOH�RI������FRPSDUHG�WR�WKH
IHH�RZQHU¶V�������XQLWV�RI�FDSLWDO�DQG������UHQW�PXOWLSOH�ZLWK�GHSUHFLDWLRQ��&DVH����7DEOH����
:LWKRXW�GHSUHFLDWLRQ��WKH�RZQHU�ZRXOG�GHYHORS�DW�D�VFDOH�RI�������XQLWV�RI�FDSLWDO�ZLWK�D�UHQW
PXOWLSOH�RI�������&DVH�������7KH�UDWLRQDOH��DV�VXJJHVWHG�E\�&DSR]]D�DQG�6LFN��LV�WKDW�VLQFH�WKH
JURXQG�OHVVHH�KDV�QR�UHVLGXDO�FODLP�LW�PDNHV�VHQVH�WR�UHGHYHORS�DW�D�ORZHU�LQWHQVLW\�WKDQ�ZRXOG
WKH�IHH�RZQHU��7KH�ILQGLQJ�WKDW�WKH�OHVVHH�UHGHYHORSV�VRRQHU�WKDQ�WKH�IHH�RZQHU�LV�DOVR�FRQVLVWHQW
DQG�UHIOHFWV�WKH�OHVVHH¶V�GHVLUH�WR�HDUQ�WKH�HQKDQFHG�LQFRPH�RYHU�DV�ORQJ�D�SHULRG�DV�SRVVLEOH�

:LWK�VWHS�XS�UHQWV��&DVH�����UHGHYHORSPHQW�LV�DW�D�JUHDWHU�VFDOH�������XQLWV�RI�FDSLWDO�ZLWK�D�UHQW
PXOWLSOH�RI�������DQG�RFFXUV�VRRQHU��LQ�\HDU������5HPHPEHU�WKDW�ZLWK�VWHS�XS�UHQWV��WKH�JURXQG
OHVVHH�LV�DFWXDOO\�VXEVLGL]HG�IRU�WKH�WHUP�RI�WKH�OHDVH�SULRU�WR�WKH�VWHS�XS�GDWH�DV�PDUNHW�UHQWV
JURZ�DQG�WKH�WHUPV�RI�WKH�FRQWUDFW�NHHS�WKH�FRQWUDFW�UHQW�IODW�DQG�EHORZ�PDUNHW���6LQFH�WKH
DVVXPHG�ODQG�UHQW�JURZWK�UDWH�LV�������WKH�OHVVHH�EHQHILWV�IURP�WKH�VDYLQJV�RQ�WKH�EDVH�UHQW�SULRU
WR�WKH�VWHS�XS�\HDU���7KLV�UHQW�VDYLQJ�PDNHV�UHGHYHORSPHQW�MXVWLILDEOH�VRRQHU�EXW�VWLOO�DW�D�ORZ
VFDOH�UHODWLYH�WR�ZKDW�LV�RSWLPDO�IRU�WKH�IHH�RZQHU�

)LJXUH���SORWV�WKH�YDOXHV�RI�D�OHDVHKROG�LQWHUHVW�ZLWK�PDUN�WR�PDUNHW�UHQWV��&DVH����DQG�VWHS�XS
UHQWV��&DVH����ZKHUH�WKH�JURXQG�OHVVHH�KDV�D�UHVLGXDO�FODLP�HTXDO�WR�WKH�GHSUHFLDWHG�YDOXH�RI�WKH
LPSURYHPHQWV���3UHVXPDEO\��WKH�OHVVRU�LQ�D�JURXQG�OHDVH�WUDQVDFWLRQ�ZLVKHV�WR�PDLQWDLQ�D�UHVLGXDO
FODLP�DW�OHDVW�WR�WKH�ODQG���6LQFH�RQH�RI�WKH�FKDOOHQJHV�IDFLQJ�WKH�JURXQG�OHVVHH�LV�WKH�UHFRYHU\�RI
FDSLWDO�LQYHVWPHQW�ZKHQ�WKH�SDVVDJH�RI�WLPH�IRUHVKRUWHQV�WKH�UHFRYHU\�SHULRG��JLYLQJ�WKH�JURXQG
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OHVVHH�D�UHVLGXDO�FODLP�WR�WKH�YDOXH�RI�WKH�LPSURYHPHQWV�VKRXOG�UHGXFH�LI�QRW�HOLPLQDWH�WKLV
SUREOHP��$W�WKH�VDPH�WLPH��WKH�OHVVRU�UHWDLQV�WKH�UHVLGXDO�LQWHUHVW�LQ�WKH�ODQG���,Q�WKH�DQDO\VLV�ZH
DVVXPH�GHSUHFLDWLRQ�LV����SHU�\HDU��7KLV�LV�HTXLYDOHQW�WR�GHSUHFLDWLQJ�WKH�EXLOGLQJ�VWUDLJKW�OLQH
RYHU�����\HDUV��1RWH�WKDW�WKH�UHQWV�GHFOLQH�DV�ZHOO�WR�UHIOHFW�WKH�GHSUHFLDWHG�YDOXH�RI�WKH�EXLOGLQJ�
$W�OHDVH�WHUPLQDWLRQ��WKH�OHVVHH�UHFHLYHV�D�SD\PHQW�IURP�WKH�OHVVRU�HTXDO�WR�WKH�GHSUHFLDWHG�YDOXH
RI�WKH�UHGHYHORSHG�EXLOGLQJ��,Q�WKH�FDVH�RI�PDUN�WR�PDUNHW�UHQWV��WKH�OHVVHH�UHGHYHORSV�VRRQHU��LQ
\HDU�����DQG�DW�OHVV�LQWHQVLW\�������XQLWV�RI�FDSLWDO��WKDQ�ZRXOG�WKH�IHH�RZQHU���:LWK�VWHS�XS�UHQWV�
UHGHYHORSPHQW�DOVR�RFFXUV�VRRQHU�LQ�\HDU����EXW�DW�PXFK�KLJKHU�GHQVLW\��������XQLWV�RI�FDSLWDO���,W
LV�FOHDU�IURP�WKLV�UHVXOW�WKDW�JLYLQJ�WKH�JURXQG�OHVVHH�D�UHVLGXDO�FODLP�KDV�D�VLJQLILFDQW�HIIHFW�RQ
WKH�OHVVHH¶V�EHKDYLRU���,Q�SDUWLFXODU��UHGHYHORSPHQW�RFFXUV�DW�KLJKHU�LQWHQVLW\�PRUH�LQ�OLQH�ZLWK
WKDW�ZKLFK�ZRXOG�EH�XQGHUWDNHQ�E\�WKH�OHVVRU���$V�ZHOO��UHGHYHORSPHQW�RFFXUV�VRRQHU�

)LJXUH���SORWV�WKH�YDOXHV�RI�D�OHDVHKROG�LQWHUHVW�ZLWK�PDUN�WR�PDUNHW�UHQWV��&DVH����DQG�VWHS�XS
UHQWV��&DVH����ZKHUH�WKH�OHVVHH�KDV�D�UHVLGXDO�FODLP�HTXDO�WR�WKH�XQGHSUHFLDWHG�YDOXH�RI�WKH
LPSURYHPHQWV���5HPHPEHU��KHUH�WKH�OHVVRU�LV�EHLQJ�SDLG�WKH�DSSUHFLDWHG�YDOXH�RI�WKH�UHGHYHORSHG
EXLOGLQJ�ZLWK�QR�DGMXVWPHQW�IRU�GHSUHFLDWLRQ��+HUH��WKH�OHVVHH�GHIHUV�UHGHYHORSPHQW�DQG�WKHQ
UHGHYHORSV�DW�KLJK�LQWHQVLW\�UHODWLYH�WR�WKH�OHVVHH�LQ�&DVHV���WKURXJK�����6WLOO��WKH�LQWHQVLW\�RI
UHGHYHORSPHQW�LV�VRRQHU�DQG�DW�ORZHU�LQWHQVLW\�WKDQ�LV�WKH�FDVH�IRU�WKH�IHH�RZQHU��&DVHV���WKURXJK
�����+HUH��LQ�WKH�FDVH�RI�PDUN�WR�PDUNHW�UHQWV��&DVH�����WKH�OHVVHH�UHGHYHORSV�LQ�\HDU�����:LWK
VWHS�XS�UHQWV��&DVH�����UHGHYHORSPHQW�RFFXUV�VRRQHU�LQ�\HDU�����$JDLQ��WKH�OHVVHH�EHQHILWV�IURP
WKH�UHQW�VDYLQJV�LQ�WKH�\HDUV�SULRU�WR�WKH�VWHS�XS�\HDU�DQG�WKDW�MXVWLILHV�HDUOLHU�UHGHYHORSPHQW�

)LJXUH���VKRZV�WKH�LPSDFW�RI�SURYLGLQJ�WKH�JURXQG�OHVVHH�WKH�RSWLRQ�WR�H[WHQG�WKH�OHDVH�DW�WKH
WLPH�UHGHYHORSPHQW�RFFXUV���:H�DVVXPH�WKDW�WKH�H[WHQVLRQ�SHUPLWWHG�LV�HTXDO�WR�WKH�SHULRG�RI
WLPH�WKDW�KDV�DOUHDG\�SDVVHG�LQ�WKH�H[LVWLQJ�ILIW\�\HDU�OHDVH���)RU�H[DPSOH��LI�WKH�JURXQG�OHVVHH
ZLVKHG�WR�UHGHYHORS�LQ�\HDU�WHQ��WKH�OHDVH�FRXOG�EH�H[WHQGHG�D�IXUWKHU�WHQ�\HDUV�VR�WKDW�WKH�RULJLQDO
OHDVH�ZRXOG�WKHQ�KDYH�D�OLIH�RI����\HDUV���$V�ZH�SUHYLRXVO\�QRWHG��WKH�IHH�RZQHU�ZRXOG�UHGHYHORS
LQ�\HDU����XVLQJ�������XQLWV�RI�FDSLWDO�WR�JHQHUDWH�D�UHQW�PXOWLSOH�RI������LQ�WKH�FDVH�RI�D�ILIW\
\HDU�KRUL]RQ�ZLWK�GHSUHFLDWLRQ���5HPHPEHU�WKDW�WKH�IHH�RZQHU�RZQV�WKH�UHVLGXDO�ULJKWV�WR�WKH
SURSHUW\�IRUHYHU���2Q�WKH�RWKHU�KDQG��ZH�KDYH�SDUDPHWHUL]HG�RXU�PRGHO�VR�WKDW�WKH�JURXQG�OHVVHH
LV�QRUPDOO\�VXEMHFW�WR�D�ILIW\�\HDU�OLPLWDWLRQ�RQ�KLV�ULJKW�RI�XVH���:H�IRXQG�LQ�&DVH����WKDW�WKH
JURXQG�OHVVHH�ZRXOG�RQO\�DSSO\������XQLWV�RI�FDSLWDO�LQ�\HDU������:LWK�WKH�DELOLW\�WR�H[WHQG�WKH
OHDVH�DV�GHVFULEHG�DERYH��WKH�JURXQG�OHVVHH�FKRRVHV�WR�DSSO\������XQLWV�RI�FDSLWDO�LQ�\HDU����WR
JHQHUDWH�D�UHQW�PXOWLSOH�RI������LQ�WKH�FDVH�ZKHUH�GHSUHFLDWLRQ�RFFXUV���5HPHPEHU�WKDW�LI�WKHUH�LV
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GHSUHFLDWLRQ��WKH�JURZWK�UDWH�RI�WKH�EXLOGLQJ�UHQW�LV�UHGXFHG�E\�WKH�GHSUHFLDWLRQ�UDWH���:LWKRXW
GHSUHFLDWLRQ��&DVH�����WKH�JURXQG�OHVVHH�FKRRVHV�WR�DSSO\������XQLWV�RI�FDSLWDO�LQ�\HDU����WR
JHQHUDWH�D�UHQW�PXOWLSOH�RI������

1RWH�WKDW�LQ�FROXPQ����ZH�UHSRUW�WKH�YDOXH�RI�WKH�OHDVHG�IHH�LQ�WKH�FDVH�RI�UHGHYHORSPHQW�DW�WKH
LQWHQVLW\�DQG�WLPH�GHWHUPLQHG�E\�WKH�VLPXODWLRQ�RI�WKH�JURXQG�OHVVHH¶V�DOWHUQDWLYH�FRQWUDFW���,Q�WKH
EDVHOLQH�FDVH��&DVH����WKH�YDOXH�RI�WKH�OHDVHG�IHH��DVVXPLQJ�UHGHYHORSPHQW�RFFXUV�LQ�\HDU����DW�DQ
LQWHQVLW\��VFDOH��RI�������LV������������,Q�DOO�RWKHU�FDVHV��&DVHV���WKRXJK�����WKH�YDOXH�RI�WKH�OHDVHG
IHH�H[FHHGV�WKH�EDVHOLQH�YDOXH�RI����������7KXV��LW�DSSHDUV�WKDW�LQ�DOO�RI�WKH�DOWHUQDWLYH�FRQWUDFWXDO
DUUDQJHPHQWV��WKH�RZQHU�RI�WKH�OHDVHG�IHH�LV�EHWWHU�RII�WKDQ�LQ�WKH�EDVHOLQH�FDVH�

)LJXUH���DQG�7DEOH���LOOXVWUDWH�WKH�LPSDFW�RQ�WKH�YDOXH�RI�WKH�OHDVHKROG�LQWHUHVW�ZKHUH�WKH�OHDVH
SD\PHQWV�DUH�GHWHUPLQHG�DV�D�SHUFHQWDJH�RI�WKH�DVVHW¶V�JURVV�LQFRPH��DVVXPLQJ�QHW�OHDVHV���6LQFH
D�FRQVWDQW�FDSLWDOL]DWLRQ�UDWH�LV�DVVXPHG��FRPSXWLQJ�WKH�JURXQG�OHDVH�SD\PHQW�DV�D�SHUFHQWDJH�RI
LQFRPH�ZRXOG�\LHOG�WKH�VDPH�FDVK�IORZ�DV�FRPSXWLQJ�D�FRQVWDQW�SHUFHQWDJH�RI�YDOXH��,Q�SUDFWLFH�
YDOXHV�DUH�XQREVHUYDEOH�VR�WKH�SHUFHQWDJH�UHQW�VWUDWHJ\�ILQHVVHV�WKH�YDOXDWLRQ�SUREOHP�GLVFXVVHG
HDUOLHU�SURYLGHG�WKDW�FDS�UDWHV�UHPDLQ�UHODWLYHO\�FRQVWDQW�DQG�WKDW�EXLOGLQJ�OHDVHV�DGMXVW�IDLUO\
IUHTXHQWO\���7KH�ZD\�RXU�PRGHO�LV�SDUDPHWHUL]HG�LQ�SHULRG�]HUR��WKH�DJJUHJDWH�UHQW�LV�JHQHUDWHG
������E\�WKH�EXLOGLQJ�DQG�WKH�ODQG���7KHUHIRUH��LI�WKH�SHUFHQWDJH�UHQW�LV������LQ�SHULRG�]HUR�WKDW
UHQW�ZLOO�H[DFWO\�UHIOHFW�WKH�UHQW�DWWULEXWDEOH�WR�WKH�ODQG���7KLV�VFHQDULR�LV�&DVH����LQ�7DEOH�����7KH
UHVXOWV�RI�RWKHU�VFHQDULRV�DUH�VKRZQ���+RZHYHU��LQ�WKRVH�VFHQDULRV��WKH�JURXQG�OHVVRU�LV�WD[LQJ�WKH
JURXQG�OHVVHH�E\�LPSRVLQJ�D�UHQW�LQ�H[FHVV�RI�WKDW�MXVWLILHG�E\�WKH�XQGHUO\LQJ�ODQG�YDOXH�

:H�DOVR�XQGHUWRRN�D�QXPEHU�RI�VHQVLWLYLW\�DQDO\VHV�WR�VKRZ�WKH�LPSDFW�RI�FKDQJHV�LQ�WKH�DVVXPHG
SDUDPHWHUV�RQ�WKH�WLPLQJ�DQG�LQWHQVLW\�RI�GHYHORSPHQW�WKDW�ZRXOG�EH�RSWLPDO�IRU�WKH�JURXQG
OHVVHH���6SHFLILFDOO\��ZH�H[SORUHG�WKH�LPSDFW�RI�FKDQJHV�LQ�WKH�DVVXPHG�FRUUHODWLRQ�EHWZHHQ�WKH
EXLOGLQJ�UHQW�DQG�WKH�ODQG�UHQW��FKDQJHV�LQ�WKH�DVVXPHG�JURZWK�UDWH��FKDQJHV�LQ�WKH�DVVXPHG
LQWHUHVW�UDWH�RU�GLVFRXQW�UDWH��DQG��ILQDOO\��FKDQJHV�LQ�WHFKQRORJLFDO�HIILFLHQF\�RI�GHYHORSPHQW�

7KH�UHVXOWV�RI�WKHVH�VHQVLWLYLW\�DQDO\VHV�DUH�FRQVLVWHQW�ZLWK�RXU�LQWXLWLRQ�DQG�ZLWK�SULRU�VWXGLHV�
)LJXUH���DQG�7DEOH���LOOXVWUDWH�WKH�UHVXOW�RI�H[SORULQJ�WKH�LPSDFW�RI�FKDQJLQJ�WKH�FRUUHODWLRQ
EHWZHHQ�WKH�JURZWK�UDWH�RI�WKH�ODQG�UHQW�DQG�WKH�EXLOGLQJ�UHQW��$W�]HUR�FRUUHODWLRQ��WKH�VFDOH�RI
GHYHORSPHQW�LV�KLJKHVW�DQG�WKH�SURSRVHG�GHYHORSPHQW�RFFXUV�LQ�WKH���WK�\HDU���7KLV�LV�FRQVLVWHQW
ZLWK�WKH�UHVXOWV�RI�WKH�&KLOGV�HW�DO���������VWXG\�GLVFXVVHG�HDUOLHU�LQ�ZKLFK�WKH�DXWKRUV�H[SORUH�WKH
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PL[�RI�WZR�SRVVLEOH�XVHV�DQG�ILQG�WKDW�WKH�OHVV�FRUUHODWHG�DUH�WKHLU�JURZWK�SDWKV��WKH�PRUH
YDOXDEOH�ZLOO�EH�WKH�SURSHUW\��3UHVXPDEO\��WKLV�UHIOHFWV�GHYHORSPHQW�DW�KLJKHU�GHQVLW\�WKDQ�ZRXOG
EH�WKH�FDVH�LQ�HLWKHU�LQGLYLGXDO�XVH�

)LJXUH���DQG�7DEOH���LOOXVWUDWH�WKH�LPSDFW�RI�FKDQJHV�LQ�WKH�JURZWK�UDWH���:H�H[DPLQHG�JURZWK
UDWHV�UDQJLQJ�IURP����WR����DQG�PDGH�WKH�DVVXPSWLRQ�WKDW�WKH�ODQG�UHQW�DQG�WKH�EXLOGLQJ�UHQW
ZRXOG�JURZ�DW�WKH�VDPH�UDWH���:H�DOVR�DVVXPHG��IRU�VLPSOLFLW\�WKDW�WKH�WZR�JURZWK�UDWHV�LQ�UHQWV
ZRXOG�EH�SHUIHFWO\�FRUUHODWHG���7KH�VFDOH�RI�GHYHORSPHQW�LQFUHDVHV�ZLWK�WKH�JURZWK�UDWH�IURP�����
DW�RQH���JURZWK�WR�������DW����JURZWK���,QLWLDOO\��DV�WKH�JURZWK�UDWH�ULVHV��WKH�WLPH�RI
UHGHYHORSPHQW�PRYHV�FORVHU�WR�WKH�SUHVHQW���)RU�H[DPSOH��IURP�D����JURZWK�UDWH�WR�D����JURZWK
UDWH��WKH�WLPLQJ�RI�UHGHYHORSPHQW�GHFOLQHV�IRUP�\HDU����WR�\HDU�WKUHH���+RZHYHU��DV�WKH�JURZWK
UDWH�LQFUHDVH�WR���DQG�����WKH�WLPLQJ�RI�UHGHYHORSPHQW�PRYHV�IXUWKHU�LQWR�WKH�IXWXUH���$W�KLJKHU
JURZWK�UDWHV��WKH�WUDGHRII�EHWZHHQ�FRVWV�DQG�UHYHQXHV�FDXVHV�GHYHORSPHQW�WR�EH�GHIHUUHG��ZKLOH�DW
ORZHU�JURZWK�UDWHV��WKH�UHYHUVH�LV�WUXH���1RWH�WKDW�VLQFH�ZH�SUHVXPH�WKHUH�LV�D�UHODWLRQVKLS
EHWZHHQ�WKH�JURZWK�UDWH��WKH�LQWHUHVW�UDWH�DQG�WKH�FDSLWDOL]DWLRQ�UDWH�DQG�VLQFH�ZH�KROG�WKH�FDS�UDWH
FRQVWDQW��KLJKHU�JURZWK�UDWHV�PHDQ�ORZHU�FDS�UDWHV�DQG�KLJKHU�UHVLGXDO�YDOXHV���7KH�KLJKHU�WKH
JURZWK�UDWH��WKH�JUHDWHU�WKH�UROH�FDSLWDO�DSSUHFLDWLRQ�SOD\V�LQ�WKH�UHWXUQ�VLQFH�WKH�JRLQJ�LQ�FDS�UDWH
UHPDLQV�IL[HG�DW����

)LJXUH���DQG�7DEOH���LOOXVWUDWH�WKH�LPSDFW�RI�FKDQJHV�LQ�WKH�LQWHUHVW�UDWH�RU�GLVFRXQW�UDWH���$V�WKH
LQWHUHVW�UDWH�LQFUHDVH�IURP����WR�����WKH�VFDOH�RI�GHYHORSPHQW�GHFUHDVHV�IURP������WR������DQG
WKH�WLPLQJ�RI�GHYHORSPHQW�LQFUHDVHV�IURP�\HDU���WR�\HDU������$W�WKH�KLJKHU�GLVFRXQW�UDWH��WKH�UDWLR
RI�EHQHILW�WR�FRVW�LV�ORZHU�VLQFH�DOO�EHQHILWV�DFFUXH�DIWHU�WKH�FRVW�RI�GHYHORSPHQW�LV�LQFXUUHG���$V
WKH�UDWLR�IDOOV��GHYHORSPHQW�ZLOO�EH�GHIHUUHG�IXUWKHU�DQG�IXUWKHU�LQWR�WKH�IXWXUH�

)LJXUH���DQG�7DEOH���LOOXVWUDWH�WKH�LPSDFW�RI�FKDQJHV�LQ�SURGXFWLRQ�HIILFLHQF\���3URGXFWLRQ
HIILFLHQF\�HVVHQWLDOO\�PHDVXUHV�WKH�DELOLW\�RI�HDFK�GROODU�RI�QHZ�FDSLWDO�WR�JHQHUDWH�)$5�DQG�UHQW�
7KH�KLJKHU�LV�Ⴄ��WKH�PRUH�)$5�HDFK�GROODU�RI�FDSLWDO�LQYHVWPHQW�JHQHUDWHV�DQG�WKH�PRUH�GROODUV�RI
LQFRPH�DUH�JHQHUDWHG���1RW�VXUSULVLQJO\��DV�WKH�YDOXH�RI�Ⴄ�LQFUHDVHV�IURP������WR�������WKH�VFDOH�RI
GHYHORSPHQW�LQFUHDVHV�IURP������WR�������DQG�WKH�WLPLQJ�RI�WKH�UHGHYHORSPHQW�IDOOV�IURP�\HDU���
WR�\HDU�����$W�WKH�KLJKHVW�SURGXFWLRQ�HIILFLHQF\�RI�������WKH�SURSHUW\�LV�LPPHGLDWHO\�UHKDELOLWDWHG
DW�D�VFDOH�WKDW�H[FHHGV�ZKDW�WKH�IHH�RZQHU�ZRXOG�EXLOG�DW�D�SURGXFWLRQ�HIILFLHQF\�RI������
8QIRUWXQDWHO\��WKH�JURXQG�OHDVH�FRQWUDFW�FDQQRW�DVVXUH�WKH�JURXQG�OHVVRU�WKDW�WKH�JURXQG�OHVVHH
KDV�D�PRQRSRO\�RQ�PRUH�HIILFLHQW�FRQVWUXFWLRQ�WHFKQRORJ\�
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&RQFOXVLRQV

7KH�UHVXOWV�RI�WKLV�UHVHDUFK�DUH�SURPLVLQJ�LQ�WKDW�WKH\�VXJJHVW�WKDW�WKH�WHUPV�RI�WKH�OHDVH�FRQWUDFW
KDYH�D�JUHDW�GHDO�WR�GR�ZLWK�WKH�YDOXH�RI�WKH�OHDVHKROG�LQWHUHVW�DQG�WKH�WLPLQJ�DQG�LQWHQVLW\�RI
UHGHYHORSPHQW�WKDW�ZRXOG�EH�FRQWHPSODWHG�E\�WKH�JURXQG�OHVVHH���7KH�JURXQG�OHVVHH¶V�GHFLVLRQ
DERXW�WKH�WLPLQJ�DQG�LQWHQVLW\�RI�UHGHYHORSPHQW�KDV�VLJQLILFDQW�LPSOLFDWLRQV�IRU�WKH�JURXQG�OHVVRU
ERWK�LQ�WHUPV�RI�WKH�QDWXUH�RI�WKH�DVVHW�IRU�ZKLFK�WKH�JURXQG�OHVVRU�KDV�D�UHVLGXDO�FODLP�DQG�WKH
YDOXH�RI�WKH�OHDVHG�IHH��2XU�UHVHDUFK�SURYLGHV�YDOXDEOH�DQG�SUDFWLFDO�LQVLJKW�LQWR�DOWHUQDWLYH
FRQWUDFWXDO�VWUXFWXUHV�

7KH�NH\�DOWHUQDWLYHV�ZH�FRQVLGHU�DUH�WKH�RSWLRQ�WR�H[WHQG�WKH�OHDVH�DQG�WKH�VKDULQJ�RI�WKH�UHVLGXDO
FODLP�DW�WKH�WHUPLQDWLRQ�RI�WKH�OHDVH���,Q�WKH�86�PRVW�OHDVHV�DUH�VLOHQW�DERXW�WKH�LVVXH�RI
UHGHYHORSPHQW���,Q�WKH�IRUPHU�FDVH��ZH�SURSRVH�D�FRQWUDFW�WKDW�LV�DXWRPDWLFDOO\�H[WHQGHG�E\�WKH
QXPEHU�RI�\HDUV�HODSVHG�LI�UHGHYHORSPHQW�RFFXUV��,Q�WKH�ODWWHU�FDVH��ZH�FRQVLGHU�HQWLWOLQJ�WKH
JURXQG�OHVVHH�WR�D�SD\RII�HTXDO�WR�WKH�PDUNHW�RU�GHSUHFLDWHG�YDOXH�RI�WKH�LPSURYHPHQWV�WR�WKH
ODQG��WKH�EXLOGLQJ���:H�ILQG�WKDW�ERWK�WKHVH�DOWHUQDWLYHV�HQKDQFH�WKH�YDOXH�RI�WKH�UHGHYHORSPHQW
RSWLRQ�WR�WKH�JURXQG�OHVVHH�DQG�UHVXOW�LQ�UHGHYHORSPHQW�WKDW�LV�PRUH�FRQVLVWHQW�ZLWK�WKDW�ZKLFK
WKH�IHH�RZQHU�ZRXOG�KDYH�XQGHUWDNHQ�

7KH�SDUDPHWHUL]DWLRQ�RI�RXU�PRGHO�UHVXOWHG�LQ�D�VLJQLILFDQW�GLIIHUHQFH�EHWZHHQ�WKH�LQWHQVLW\�RI
UHGHYHORSPHQW�IRU�D�IHH�RZQHU�DQG�WKH�EDVHOLQH�FDVH�IRU�WKH�JURXQG�OHVVHH��,Q�WKH�IHH�RZQHU�FDVHV�
UHGHYHORSPHQW�RFFXUV�DW�D�VFDOH�RI��������&DVH�������������&DVH����DQG��������&DVH����ZKLOH�LQ
WKH�EDVHOLQH�FDVH�IRU�WKH�JURXQG�OHVVHH��UHGHYHORSPHQW�RFFXUV�DW�D�VFDOH�RI�������&DVH�������,Q�WKH
H[WHQVLRQ�RSWLRQ�FDVHV��&DVHV���DQG�����UHGHYHORSPHQW�RFFXUV�VRRQHU�WKDQ�LQ�WKH�FDVH�RI�WKH�IHH
RZQHU�DQG�ODWHU�WKDQ�LQ�WKH�EDVHOLQH�FDVH�EXW�DW�GHYHORSPHQW�VFDOHV�RI������DQG������UHVSHFWLYHO\�
7KHVH�VFDOHV�DUH�RUGHUV�RI�PDJQLWXGH�JUHDWHU�WKDQ�WKH�EDVHOLQH�FDVH�EXW�VWLOO�QRW�DV�LQWHQVLYH�DV�WKH
IHH�RZQHU�FDVHV���7KH�UHVLGXDO�FODLP�VKDULQJ�RSWLRQV��&DVHV���WKURXJK����LOOXVWUDWH�WKDW
FRPSHQVDWLQJ�WKH�JURXQG�OHVVHH�IRU�WKH�XQGHSUHFLDWHG�YDOXH�RI�WKH�LPSURYHPHQWV��&DVHV���DQG���
UHVXOWV��QRW�VXUSULVLQJO\��LQ�KLJK�LQWHQVLW\�UHGHYHORSPHQW�UHODWLYH�WR�WKH�FDVHV�ZKHUH�WKH
GHSUHFLDWHG�YDOXH�RI�WKH�LPSURYHPHQWV�GHWHUPLQHV�WKH�SD\PHQW��&DVHV���DQG������,Q�DOO�FDVHV�
KRZHYHU��WKH�LQWHQVLW\�RI�UHGHYHORSPHQW�LV�FRQVLGHUDEO\�KLJKHU�WKDQ�LQ�WKH�EDVHOLQH�FDVH�

:H�DOVR�H[DPLQH�D�PRUH�UHDOLVWLF�VWHS�XS�UHQW�VWUXFWXUH�DQG�ILQG�WKDW�WKH�UHQW�VDYLQJ�IRU�WKH�OHVVHH
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DULVLQJ�IURP�D�VWHS�XS�VWUXFWXUH�DGYDQFHV�WKH�WLPLQJ�RI�UHGHYHORSPHQW�DQG�LQFUHDVHV�WKH�LQWHQVLW\
RI�UHGHYHORSPHQW�FRQVLGHUDEO\��&DVH������+HUH��MXVW�E\�FKDQJLQJ�WKH�HVFDODWLRQ�PHFKDQLVP��WKH
LQWHQVLW\�LQFUHDVHV�IURP������WR������DQG�WKH�WLPLQJ�RI�UHGHYHORSPHQW�GURSV�IURP�\HDU����WR�\HDU
�������7KLV�OLNHO\�UHIOHFWV�WKH�EHQHILW�RI�ZKDW��LQ�HIIHFW��LV�D�UHQW�VXEVLG\�ZKLFK�LQFUHDVHV�DV�WLPH
SDVVHV��,Q�SUDFWLFH��ZLWK�D�IODW�UHQW�VWUXFWXUH��PDUNHW�IRUFHV�ZRXOG�SUREDEO\�FDXVH�WKH�JURXQG�ZKR
QHJRWLDWHV�D�IODW�UHQW�WR�SD\�D�KLJKHU�UDWH�LQ�HDUOLHU�\HDUV�DQG�D�ORZHU�UDWH�LQ�ODWHU�\HDUV�UHVXOWLQJ�LQ
D�IODW�FRQWUDFW�ZLWK�WKH�VDPH�SUHVHQW�YDOXH�DV�DQ�DOWHUQDWLYH�PDUN�WR�PDUNHW�FRQWUDFW�

:H�H[DPLQHG�WKH�SDUDPHWHUL]DWLRQ�RI�WKH�PRGHO�DQG�H[SORUH�KRZ�FKDQJHV�LQ�WKH�SDUDPHWHUV
PLJKW�LPSDFW�WKH�UHGHYHORSPHQW�GHFLVLRQV�E\�WKH�OHVVHH���7KH�UHVXOWV�RI�RXU�DQDO\VLV�DSSHDU�WR
FRQVLVWHQW�ZLWK�RXU�LQWXLWLRQ�DQG�ZLWK�SULRU�ZRUN�LQ�WKLV�DUHD�

*URXQG�OHDVHV�DUH�FRPPRQ�GHYLVHV�IRU�ORFDO�JRYHUQPHQWV�DQG�DJHQFLHV�WR�IDFLOLWDWH�WKH
LQYROYHPHQW�RI�SULYDWH�HQWUHSUHQHXUV�LQ�WKH�GHYHORSPHQW�RI�ODQG���7KH\�DUH�DOVR�XVHIXO�GHYLVHV�IRU
QRQ�GHYHORSHU�ODQGRZQHUV�WR�GHIHU�FDSLWDO�JDLQV�WD[HV�EXW�FRQWLQXH�WR�HDUQ�LQFRPH�IURP�WKH
SURSHUW\���7KH�QDWXUH�RI�WKH�FRQWUDFW�LV�VXFK�WKDW�WKH�ODQGRZQHU�FHGHV�FRQWURO�RI�WKH�DVVHW�WR�WKH
OHVVHH�IRU�D�VLJQLILFDQW�SHULRG�RI�WLPH�XVXDOO\�LQ�H[FHVV�RI�IRUW\�\HDUV���,Q�D�JURZLQJ�FLW\��WKH
SUREDELOLW\�WKDW�WKH�KLJKHVW�DQG�EHVW�XVH�RI�D�SDUWLFXODU�VLWH�ZLOO�FKDQJH�LV�UHODWLYHO\�KLJK�RYHU�WKDW
ORQJ�WLPH�IUDPH����7KXV��JURXQG�OHDVH�FRQWUDFWV�VKRXOG�SURYLGH�LQFHQWLYHV�WKDW�HQFRXUDJH�OHVVHHV
WR�EHKDYH�PRUH�OLNH�IHH�RZQHUV��7KLV�SDSHU�VXJJHVWV�VRPH�SUDFWLFDO�RSWLRQV�WR�DFKLHYH�VHFRQG
EHVW�RXWFRPHV�FRQVLVWHQW�ZLWK�WKLV�OLQH�RI�WKLQNLQJ�



3DJH��� �������

5HIHUHQFHV
$PLQ��.��DQG�'��5��&DSR]]D��������6HTXHQWLDO�'HYHORSPHQW���-RXUQDO�RI�8UEDQ�(FRQRPLFV�����
SS������������
%R\OH��3���������2SWLRQV��$�0RQWH�&DUOR�$SSURDFK��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����SS�������
����
&DSR]]D��'��5��DQG�*��6FKZDQQ��������7KH�9DOXH�RI�5LVN�LQ�5HDO�(VWDWH�0DUNHWV��-RXUQDO�RI
5HDO�(VWDWH�)LQDQFH�DQG�(FRQRPLFV�����SS������������
&DSR]]D��'��5��DQG�*��6LFN��������9DOXLQJ�/RQJ�7HUP�/HDVHV��7KH�2SWLRQ�WR�5HGHYHORS��7KH
-RXUQDO�RI�5HDO�(VWDWH�)LQDQFH�DQG�(FRQRPLFV�����SS������������
&DSR]]D��'��5��DQG�<��/L��������7KH�7LPLQJ�DQG�,QWHQVLW\�RI�,QYHVWPHQW���$PHULFDQ�(FRQRPLF
5HYLHZ������SS������������
&KLOGV��3���5LGGLRXJK��7��DQG�$��7ULDQWLV��������0L[HG�8VHV�DQG�WKH�5HGHYHORSPHQW�2SWLRQ�
5HDO�(VWDWH�(FRQRPLFV�����SS������������
&ODUNH��+��DQG�:��5HHG��������$�6WRFKDVWLF�$QDO\VLV�RI�/DQG�'HYHORSPHQW�7LPLQJ�DQG�3URSHUW\
9DOXDWLRQ��5HJLRQDO�6FLHQFH�DQG�8UEDQ�(FRQRPLFV�����SS������������
*ROGEHUJ��'���������*HQHWLF�$OJRULWKPV�LQ�6HDUFK��2SWLPL]DWLRQ�DQG�0DFKLQH�/HDUQLQJ�
5HDGLQJ��0$���$GGLVRQ�:HVOH\�
*UHQDGLHU��6��5���������9DOXLQJ�/HDVLQJ�&RQWUDFWV��$�5HDO�2SWLRQV�$SSURDFK��-RXUQDO�RI
)LQDQFLDO�(FRQRPLFV�����SS������������
*UHQDGLHU��6��5���������(TXLOLEULXP�ZLWK�7LPH�WR�%XLOG��$�5HDO�2SWLRQV�$SSURDFK��IRUWKFRPLQJ
LQ�5HDO�2SWLRQV��(GLWHG�E\�0LFKDHO�%UHQQDQ�DQG�/HQR�7ULJHRUJLV��2[IRUG�8QLYHUVLW\�3UHVV�
2[IRUG�
+DUW��2���������)LUPV��&RQWUDFWV�DQG�)LQDQFLDO�6WUXFWXUH��2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG�
-XGG��.���������1XPHULFDO�0HWKRGV�LQ�(FRQRPLFV��%RVWRQ��0,7�3UHVV�
5RWHPEHUJ��-��-��DQG�*��6DORQHU��������%HQHILWV�RI�1DUURZ�%XVLQHVV�6WUDWHJLHV��$PHULFDQ
(FRQRPLF�5HYLHZ�����SS������������
7LWPDQ��6���������8UEDQ�/DQG�3ULFHV�XQGHU�8QFHUWDLQW\��$PHULFDQ�(FRQRPLF�5HYLHZ�����SS�����
������
:LOOLDPV��-���������5HDO�(VWDWH�'HYHORSPHQW�DV�DQ�2SWLRQ��7KH�-RXUQDO�RI�5HDO�(VWDWH�)LQDQFH
DQG�(FRQRPLFV�����SS������������
:LOOLDPV��-���������(TXLOLEULXP�DQG�2SWLRQV�RQ�5HDO�$VVHWV��5HYLHZ�RI�)LQDQFLDO�6WXGLHV����SS�
����������
:LOOLDPV��-���������5HGHYHORSPHQW�RI�5HDO�$VVHWV��5HDO�(VWDWH�(FRQRPLFV�����SS������������



3DJH��� �������

7DEOH���±�&RPSDULVRQV�RI�OHDVH�HVFDODWLRQ�DQG�UHVLGXDO�FODLP�DOWHUQDWLYHV
��
&DVH)LJXUH

��
6FDOH�5HQW

PXOWLSOH�

��
3HULRG��9DOXH
�139�DW�Ⴕ�
0HDQ�139

��
<HDU

����/HDVH
HVFDODWLRQ� PDUN�WR�
PDUNHW
�P�W�P�

Q �\UV�XQWLO
VWHS�XS

��
/DQG*URZWK
5DWH

��
/DQG*URZWK
5DWH

9DULDQFH

��
0DUNHW%XLOGLQJ
9DOXH
*URZWK
5DWH

��
%XLOGLQJ9DOXH
*URZWK
5DWH

9DULDQFH

���
,QWHUHVW5DWH

���
&DS5DWH

���
�5HQW

���
2SWLRQWR�H[WHQG

���
'HSUHFLDWLRQ
5DWH� 
[�

���
5HVLGXDO&ODLP

���
3URG�(II�Ⴄ

���
39�WROHVVRU

9DOXH�RI
WKH

OHDVHG
IHH�

�
)LJXUH��
�$�'

����
������

������
��������
������

�� �
P�W�P

�� ��� �� ��� �� �� � 1R �� 1R ��� ������
�)LJXUH��
�$�'

���������� ��������������
������

�� �
VWHS�XS

�� ��� �� ��� �� �� � 1R �� 1R ��� ������
�
)LJXUH���%�'

����
������

�������
�������������� �� �P�W�P �� ��� �� ��� �� �� � 1R �� <HV ��� ������

�
)LJXUH��
�%�'

�����
������

������
���������
������

�� �
VWHS�XS

�� ��� �� ��� �� �� � 1R �� <HV ��� ������
�
)LJXUH��
�%�Q'

�����
������

������
��������
�����

�� �
P�W�P

�� ��� �� ��� �� �� � 1R �� <HV ��� ������
�
)LJXUH��
�%�Q'

�����
������

������
���������
��������

�� �
VWHS�XS

�� ��� �� ��� �� �� � 1R �� <HV ��� ������
�
)LJXUH���$�'

����
������

������
��������������� �� �P�W�P �� ��� �� ��� �� �� � <HV �� 1R ��� ������

�
)LJXUH��
�$�Q'

����
������

������
���������
������

�� �
P�W�P

�� ��� �� ��� �� �� � <HV �� 1R ��� ������
�
)LJXUH����
)����'

�����
������

������
���������
�������

�� 1$ �� ��� �� ��� �� �� � 1$ ��
<HV
�)HH

2ZQHU�
��� 1$

��
)����Q'

�����
������

������
���������
�������

�� 1$ �� ��� �� ��� �� �� � 1$ ��
<HV
�)HH

2ZQHU�
��� 1$

��
)�����'

����������� ���������������
������

�� 1$ �� ��� �� ��� �� �� � 1$ �� <HV�)HH
2ZQHU�

��� 1$
���/HVVHH�KDV�RSWLRQ�WR�H[WHQG�WKH�OHDVH�E\�WKH�QXPEHU�RI�SHULRGV�WKDW�KDYH�SDVVHG�LI�UHGHYHORSPHQW�RFFXUV�



3DJH��� �������

7DEOH���±�3HUFHQWDJH�UHQWV

&DVH
)LJXUH

6FDOH
�5HQW0XOWLSOH�

3HULRG��
9DOXH
�139�DWႵ�
0HDQ
139

<HDU
/HDVH

HVFDODWLRQ
� PDUN�WR�PDUNHW
Q ��\UV

/DQG
*URZWK
5DWH

/DQG
*URZWK
5DWH9DULDQFH

%XLOGLQJ
9DOXH
*URZWK5DWH

%XLOGLQJ
9DOXH
*URZWK5DWH
9DULDQFH

,QWHUHVW
5DWH

&DS
5DWH

�
5HQW

2SWLRQ�WR
H[WHQG

'HSUHFLDW
LRQ

5DWH� [�

5HVLGXDO
&ODLP

3URG�
(II�Ⴄ

��
)LJXUH��

����
������

������
��������
������

�� � �� �� �� �� �� �� ��� 1R 1$ 1R ���
��)LJXUH�� ���������� ��������������

������
�� � �� �� �� �� �� �� ��� 1R 1$ 1R ���

��
)LJXUH��

����
������

������
�������������� �� � �� �� �� �� �� �� ��� 1R 1$ 1R ���

��
)LJXUH��

����
������

������
�������
������

�� � �� �� �� �� �� �� ��� 1R 1$ 1R ���
��
)LJXUH��

����
������

������
��������
������

�� � �� �� �� �� �� �� ��� 1R �� <HV ���
��)LJXUH�� ����������� ���������������

������
�� � �� �� �� �� �� �� ��� 1R �� <HV ���



3DJH��� �������

7DEOH�����&RUUHODWLRQV

&DVH
)LJXUH

6FDOH
�5HQW0XOWLSOH�

3HULRG��
9DOXH
�139�DWႵ�
0HDQ
139

<HDU
/HDVH

HVFDODWLRQ
� PDUN�WR�PDUNHW
Q ��\UV

/DQG
*URZWK
5DWH�FRUUHO�

/DQG
*URZWK
5DWH9DULDQFH

%XLOGLQJ
9DOXH
*URZWK5DWH
�&RUUHO�

%XLOGLQJ
9DOXH
*URZWK5DWH
9DULDQFH

,QWHUHVW
5DWH

&DS
5DWH

�
5HQW

2SWLRQ�WR
H[WHQG

'HSUHFLDW
LRQ

5DWH� [�

5HVLGXDO
&ODLP

3URG�
(II�Ⴄ

��
)LJXUH��

����
������

������
��������
������

�� � ��
������

�� ��
������

�� �� �� 1R 1R 1$ 1R ���
��)LJXUH�� ���������� ��������������

������
�� � ��

������
�� ��

������
�� �� �� 1R 1R 1$ 1R ���

��
)LJXUH��

����
������

������
�������������� �� � �������� �� �������� �� �� �� 1R 1R 1$ 1R ���

��
)LJXUH��

����
������

������
��������
������

�� � ��
������

�� ��
������

�� �� �� 1R 1R 1$ 1R ���
��
)LJXUH��

����
������

������
��������
������

�� � ��
������

�� ��
�����

�� �� �� 1R 1R 1$ 1R ���



3DJH��� �������

7DEOH���±�*URZWK�UDWHV

&DVH
)LJXUH

6FDOH
�5HQW0XOWLSOH�

3HULRG��
9DOXH
�139�DWႵ�
0HDQ
139

<HDU
/HDVH

HVFDODWLRQ
� PDUN�WR�PDUNHW
Q ��\UV

/DQG
*URZWK
5DWH�FRUUHO�

/DQG
*URZWK
5DWH9DULDQFH

%XLOGLQJ
9DOXH
*URZWK5DWH

%XLOGLQJ
9DOXH
*URZWK5DWH
9DULDQFH

,QWHUHVW
5DWH

&DS
5DWH

�
5HQW

2SWLRQ�WR
H[WHQG

'HSUHFLDW
LRQ

5DWH� [�

5HVLGXDO
&ODLP

3URG�
(II�Ⴄ

��
)LJXUH��

����
������

������
���������
������

�� � �� �� �� �� �� �� 1R 1R 1$ 1R ���
��)LJXUH�� ���������� ���������������

������
� � �� �� �� �� �� �� 1R 1R 1$ 1R ���

��
)LJXUH��

�����
������

������
���������������� �� � �� �� �� �� �� �� 1R 1R 1$ 1R ���

��
)LJXUH��

�����
������

������
���������
�������

�� � �� �� �� �� �� �� 1R 1R 1$ 1R ���



3DJH��� �������

7DEOH���±�,QWHUHVW��UDWHV

&DVH
)LJXUH

6FDOH
�5HQW0XOWLSOH�

3HULRG��
9DOXH
�139�DWႵ�
0HDQ
139

<HDU
/HDVH

HVFDODWLRQ
� PDUN�WR�PDUNHW
Q ��\UV

/DQG
*URZWK
5DWH�FRUUHO�

/DQG
*URZWK
5DWH9DULDQFH

%XLOGLQJ
9DOXH
*URZWK5DWH

%XLOGLQJ
9DOXH
*URZWK5DWH
9DULDQFH

,QWHUHVW
5DWH

&DS
5DWH

�
5HQW

2SWLRQ�WR
H[WHQG

'HSUHFLDW
LRQ

5DWH� [�

5HVLGXDO
&ODLP

3URG�
(II�Ⴄ

��
)LJXUH��

����
������

������
��������
������

� � �� �� �� �� �� �� 1R 1R 1$ 1R ���
��)LJXUH�� ���������� ��������������

�������
�� � �� �� �� �� ���� �� 1R 1R 1$ 1R ���

��
)LJXUH��

����
������

������
�������������� �� � �� �� �� �� �� �� 1R 1R 1$ 1R ���

��
)LJXUH��

����
������

������
�������
������

�� � �� �� �� �� ���� �� 1R 1R 1$ 1R ���
��
)LJXUH��

����
������

������
�������
������

�� � �� �� �� �� �� �� 1R 1R 1$ 1R ���



3DJH��� �������

7DEOH���±3URGXFWLRQ�HIILFLHQF\

&DVH
)LJXUH

6FDOH
�5HQW0XOWLSOH�

3HULRG��
9DOXH
�139�DWႵ�
0HDQ
139

<HDU
/HDVH

HVFDODWLRQ
� PDUN�WR�PDUNHW
Q ��\UV

/DQG
*URZWK
5DWH�FRUUHO�

/DQG
*URZWK
5DWH9DULDQFH

%XLOGLQJ
9DOXH
*URZWK5DWH

%XLOGLQJ
9DOXH
*URZWK5DWH
9DULDQFH

,QWHUHVW
5DWH

&DS
5DWH

�
5HQW

2SWLRQ�WR
H[WHQG

'HSUHFLDW
LRQ

5DWH� [�

5HVLGXDO
&ODLP

3URG�
(II�Ⴄ

��
)LJXUH��

����
������

������
���

������
�� � �� �� �� �� �� �� 1R 1R 1$ 1R ���

��)LJXUH�� ���������� ��������������
������

�� � �� �� �� �� �� �� 1R 1R 1$ 1R ���
��
)LJXUH��

����
������

������
�������������� �� � �� �� �� �� �� �� 1R 1R 1$ 1R ���

��
)LJXUH��

����
������

������
��������
������

�� � �� �� �� �� �� �� 1R 1R 1$ 1R ���
��
)LJXUH��

���
������

������
��������
������

� � �� �� �� �� �� �� 1R 1R 1$ 1R ���
��)LJXUH�� ���������� ���������������

������
� � �� �� �� �� �� �� 1R 1R 1$ 1R ���

��
)LJXUH��

�����
�������

������
���������
�������

� � �� �� �� �� �� �� 1R 1R 1$ 1R ���



3DJH��� �������

)LJXUH��
%DVHOLQH�&RQWUDFW��0DUN�WR�0DUNHW�5HQWV�YV��6WHS�XS�5HQWV

�

��

���

����

�����

� � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
<HDU

9D
OX
H

0DUN�WR�0DUNHW 6WHS�8S )HH�2ZQHU



3DJH��� �������

)LJXUH��
%DVHOLQH�&RQWUDFW�ZLWK�'HSUHFLDWLRQ�DQG�ZLWK�5HVLGXDO�&ODLP

�

��

���

����

�����

� � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
<HDU

9D
OXH

0DUN�WR�0DUNHW 6WHS�8S )HH�2ZQHU



3DJH��� �������

)LJXUH��
%DVHOLQH�&RQWUDFW�ZLWKRXW�'HSUHFLDWLRQ�DQG�ZLWK�5HVLGXDO�&ODLP

�

��

���

����

�����

� � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
<HDU

9D
OXH

0DUN�WR�0DUNHW 6WHS�8S )HH�2ZQHU



3DJH��� �������

)LJXUH��
%DVHOLQH�&RQWUDFW�ZLWK�/HDVH�([WHQVLRQ�DQG�ZLWK�'HSUHFLDWLRQ

�

��

���

����

�����

� � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��

<HDU

9DOX
H

ZLWK�/HDVH�([WHQVLRQ )HH�2ZQHU



3DJH��� �������

)LJXUH���
*URXQG�/HDVH�3D\PHQW�DV�D�3HUFHQWDJH�RI�%XLOGLQJ�5HQWV

����

�����

������

�������

��������

� � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
<HDU

� �� � �� � ���'(3 � ���1R�'(3 � �� � ��



3DJH��� �������

)LJXUH��
,PSDFW�RI�&KDQJLQJ�&RUUHODWLRQ�&RHIILFLHQW�RQ�%DVHOLQH�&RQWUDFW�

����

�����

������

�������

��������

� � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
<HDU

/H
DVH

�9
DOX

H

Ⴒ � Ⴒ ��� Ⴒ �� Ⴒ ��� Ⴒ ���



3DJH��� �������

)LJXUH��
,PSDFW�RI�&KDQJHV�LQ�5HQW�*URZWK�RQ�%DVHOLQH�&RQWUDFW��J� J��

����

�����

������

�������

��������

� � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
<HDU

J �� J �� J �� J �� J �� J ��



3DJH��� �������

)LJXUH��
,PSDFW�RI�&KDQJHV�LQ�'LVFRXQW�5DWH�RQ�%DVHOLQH�&RQWUDFW

����

�����

������

�������

��������

� � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
<HDU

�/
RJ
DU
LWK

PL
F�

L �� L ���� L �� L ����� L ���� L �� L ���



3DJH��� �������

)LJXUH��
,PSDFW�RI�&KDQJHV�LQ�3URGXFWLRQ�(IILFLHQF\�RQ�%DVHOLQH�&RQWUDFW

����

�����

������

�������

��������

� � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
<HDU

Ⴄ ��� Ⴄ �� Ⴄ ��� Ⴄ ��� Ⴄ ���� Ⴄ ��� Ⴄ ����



3DJH��� �������

(QGQRWHV
��2IWHQ�D�JURXQG�OHDVH�FRQWUDFW�ZLOO�LQFOXGH�D�FODXVH�ZKLFK�VSHFLILHV�WKH�SURFHGXUH�IRU�GHWHUPLQLQJ�PDUNHW
UHQW�DW�WKH�WLPH�RI�DGMXVWPHQW���8VXDOO\��HDFK�SDUW\�WR�WKH�FRQWUDFW�KLUHV�WKHLU�RZQ�DSSUDLVHU�DQG�ERWK�KLUH�D
WKLUG�LQGHSHQGHQW�DSSUDLVHU���7KH�DYHUDJH�YDOXH�WKHQ�EHFRPHV�WKH�EDVLV�IRU�WKH�EDVH�UHQW�JRLQJ�IRUZDUG���6DOH�WUHDWPHQW�ZRXOG�QRUPDOO\�FDXVH�WKH�OHVVRU�WR�SD\�FDSLWDO�JDLQV�WD[�RQ�WKH�LPSXWHG�VDOHV�SULFH�HYHQ
WKRXJKW�WKH�OHVVRU�UHWDLQHG�WKH�IHH�LQWHUHVW�WKXV�LQFXUULQJ�DQ�XQQHFHVVDU\�WD[�REOLJDWLRQ���0DQ\�KHLUV�WR�WKH�IDPLOLHV�JUDQWHG�ODQGV�E\�WKH�.LQJ�RI�6SDLQ�LQ�ZKDW�LV�QRZ�&DOLIRUQLD�WRGD\�UHFHLYH
JURXQG�OHDVH�UHYHQXH�IURP�ODQG�GHYHORSHG�LQ�WKLV�FHQWXU\�WKDW�ZDV�RULJLQDOO\�DFTXLUHG�DV�SDUW�RI�D�UDQFKR
GXULQJ�WKH�ODWH�����V�RU�HDUO\�����V��0XFK�RI�WKLV�ODQG�LV�QRZ�LQ�XUEDQ�ORFDWLRQV���2WKHU�RSWLRQV�IRU�WD[�GHIHUUDO�LQFOXGH�DQ�LQVWDOOPHQW�VDOH���,I�DW�OHDVW�RQH�SD\PHQW�LV�UHFHLYHG�LQ�D
VXEVHTXHQW�WD[�\HDU��DQ\�FDSLWDO�JDLQV�WD[�REOLJDWLRQ�PD\�EH�SDLG�SUR�UDWD�EDVHG�RQ�WKH�SRUWLRQ�RI�WKH�VDOH
SULFH�GHIHUUHG�WR�WKH�IXWXUH�SHULRG��3ULRU�WR�WKH�,QVWDOOPHQW�6DOHV�5HYLVLRQ�$FW�RI�������DW�OHDVW�����RI�WKH
VDOHV�SULFH�KDG�WR�EH�UHFHLYHG�GXULQJ�WKH�\HDU�RI�WKH�VDOH�DQG�WKHUH�KDG�WR�EH�DW�OHDVW�WZR�SD\PHQWV��$QRWKHU
RSWLRQ�LV�WKH������H[FKDQJH���,Q�WKLV�FDVH��D�SURSHUW\�LV�VLPSO\�H[FKDQJHG�IRU�DQRWKHU�SURSHUW\�DQG�WKH�WD[
EDVLV�RI�WKH�RULJLQDO�SURSHUW\�LV�WUDQVIHUUHG�WR�WKH�QHZ�SURSHUW\���7KXV�WKH�FDSLWDO�JDLQV�WD[�LV�GHIHUUHG
KRZHYHU��WKH�UHGXFHG�EDVLV�LPSDFWV�WKH�DELOLW\�RI�WKH�WD[SD\HU�WR�UHGXFH�WD[DEOH�LQFRPH�WKURXJK�WKH
GHSUHFLDWLRQ�H[SHQVH�RQ�DQ\�LPSURYHPHQWV�WR��WKH�SURSHUW\��7KH�LQWHUHVW�UDWH��\LHOG��VKRXOG�EH�GHWHUPLQHG�E\�DGGLQJ�D�VSUHDG�WR�DQ�HTXLYDOHQW�PDWXULW\�ULVN�IUHH�UDWH�
7KH�YDOXH�RI�WKH�ODQG�LV�WKH�QRWLRQDO�DPRXQW�DJDLQVW�ZKLFK�WKH�UDWH�LV�DSSOLHG�WR�GHWHUPLQH�WKH�DFWXDO�OHDVH
SD\PHQW���7KDW�YDOXH�VKRXOG�EH�D�YDOXH�RI�WKH�ODQG�LQ�KLJKHVW�DQG�EHVW�XVH�QRW�WKH�H[LVWLQJ�XVH���6RPH
OHDVHV��SDUWLFXODUO\�WKRVH�KDYLQJ�SDUWLFLSDWLRQ�UHQWV��KDYH�XVHG�WKH�DYHUDJH�RI�WKH�ODVW�IHZ�\HDUV�JURVV
JURXQG�UHQWDO�LQFRPH��H�J���RYHU�WKUHH�\HDUV��WR�GHWHUPLQH�WKH�QHZ�EDVH�UHQW���7KLV�SURFHVV��RI�FRXUVH��PD\
EHDU�QR�UHODWLRQVKLS�WR�WKH�JURXQG�UHQW�WKDW�PLJKW�EH�GHWHUPLQHG�WKURXJK�D�YDOXDWLRQ�SURFHVV���+RZHYHU��LW
KDV�WKH�DGYDQWDJH�RI�EHLQJ�HDV\�DQG�FRVW�HIIHFWLYH�WR�LPSOHPHQW���6XFK�D�OHDVH�LV�FDOOHG�D�µVLGH�E\�VLGH¶�OHDVH�LQ�WKH�8QLWHG�.LQJGRP�DQG�LV�FRPPRQ�LQ�WKDW�PDUNHWSODFH���7KLV�PHDQV�WKDW�WKH�UHQW�DWWULEXWDEOH�WR�WKH�ODQG�WDNHV�RQ�D�YDOXH�FRQVLVWHQW�ZLWK�WKH�PRVW�SURILWDEOH�XVH�DW
WKH�WLPH�RI�UHGHYHORSPHQW���7KLV�LV�D�VWURQJ�DVVXPSWLRQ���+RZHYHU��UHOD[DWLRQ�RI�WKLV�DVVXPSWLRQ�ZRXOG�XQQHFHVVDULO\�FRPSOLFDWH�WKH
PRGHO�ZLWKRXW�SURYLGLQJ�IXUWKHU�LQVLJKW�LQWR�WKH�VWUXFWXUH�RI�WKH�JURXQG�OHDVH���7KH�H[SHQGLWXUH�RI�FDSLWDO�LQFUHDVHV�GHQVLW\��QRW�TXDOLW\����7KH�VSDFH�SHU�XQLW�RI�ODQG�LV�XVXDOO\�FDOOHG�WKH�)$5�RU�IORRU�DUHD�UDWLR����7KLV�LV�EDVHG�RQ�WKH�*RUGRQ�JURZWK�PRGHO�RU�JURZLQJ�SHUSHWXLW\�PRGHO�ZKHUH�DVVHW�YDOXH�LV�HTXDO�WR
&)�U�J���7KH�GHQRPLQDWRU�LV�HTXDO�WR�WKH�RYHUDOO�FDSLWDOL]DWLRQ�UDWH����,Q�VRPH�RWKHU�OHJDO�V\VWHPV��WKH�RZQHUVKLS�RI�EXLOGLQJV�RU�LPSURYHPHQWV��LQGHSHQGHQW�IURP�WKH�ODQG�LV
DQ�HOHPHQW�RI�OHJLVODWLRQ�HQDEOLQJ�JURXQG�OHDVHV���)RU�H[DPSOH��LQ�3RODQG��WKH�ORQJ�WHUP�ODQG�OHDVHKROG
NQRZQ�DV�µSHUSHWXDO�XVXIUXFW¶�JUDQWV�WKH�JURXQG�OHVVHH�DQ�RZQHUVKLS�LQWHUHVW�LQ�DQ\�LPSURYHPHQWV���7KXV�DW
WKH�WHUPLQDWLRQ�RI�WKH�OHDVH�WKHUH�LV�FRPSHQVDWLRQ����$QRWKHU�DOWHUQDWLYH�ZRXOG�EH�WR�PD[LPL]H�WKH�DJJUHJDWH�YDOXH�RI�WKH�OHDVHG�IHH�DQG�WKH�OHDVHKROG�DQG
SHUPLW�WKH�WZR�SDUWLHV�WR�EDUJDLQ�UHJDUGLQJ�WKH�VSOLW�RI�WKH�FDVK�IORZV�DQG�WKH�FRVWV���:H�OHDYH�FRQVLGHUDWLRQ
RI�WKLV�DOWHUQDWLYH�IRU�ODWHU�UHVHDUFK����,Q�HTXLOLEULXP��RQH�ZRXOG�H[SHFW�WKH�PDUNHW�WR�SULFH�RXW�WKH�HIIHFW�RI�GLIIHUHQW�FRQWUDFWXDO�DUUDQJHPHQWV
LQ�WKH�HQYLURQPHQW�DW�WKH�WLPH���,Q�RWKHU�ZRUGV��LI�WKH�PDUNHW�H[SHFWHG�ODQG�UHQWV�WR�JR�XS����SHU�\HDU��WKHQ
D�VWHS�XS�FRQWUDFW�ZRXOG�UHTXLUH�D�KLJKHU�EDVH�UHQW�WKDQ�D�PDUN�WR�PDUNHW�FRQWUDFW���:KLOH�VXFK�IRUFHV�DUH
FHUWDLQO\�SUHVHQW�LQ�WKH�PDUNHWSODFH��LQ�WKLV�SDSHU�ZH�ZLVK�WR�FRPSDUH�WKH�HIIHFWV�RI�FRQWUDFW�FKDQJHV�XQGHU
FHWHUXV�SDULEXV�FRQGLWLRQV�


