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The Structural Misalignment Between Early Stage Real 

Assets and Traditional Investment Frameworks 

Executive Summary 

For decades exploration has been one of the 

most misunderstood phases in global real asset systems. 

It has been labeled speculative high risk and binary 

because it does not generate revenue and does not 

resemble the operating companies that institutional 

frameworks were designed to evaluate. 

 

The SKGP Strategic Partners public documents 

show that this view is fundamentally flawed. Exploration 

does not break institutional models because it is chaotic. 

It breaks them because the institutional models were 

never built for physical systems that create value before 

yield. This paper explains why exploration sits outside 

traditional frameworks why institutions cannot evaluate 

it using existing tools and why the PYA classification is 

the first system to solve this disconnect. 

The Foundational Problem 

Institutional models were built for financial 

assets not physical systems. They were created to 

evaluate corporations with customers cashflow margins 

and competitive dynamics. Exploration does not 

resemble any of these. Institutions attempt to place 

exploration inside categories like private equity venture 

emerging markets or credit. Every attempt fails because 

these categories were designed for operating companies 

not pre yield real assets. The failure is structural not 

analytical. Institutional frameworks rely on assumptions 

that exploration cannot satisfy. These assumptions 

include. 

• Revenue visibility 

• Historical cashflows 

• Comparable company analysis 

• Discounted cashflow models 

• Repayment logic 

• Market share assumptions 

• Margin expansion 

• Operational predictability 

Exploration has none of these. It is not a business. It 

is the earliest phase of a physical system that forms 

value through structure not operations. 

Institutional tools cannot measure structural progression 

Exploration increases value when uncertainty 

decreases. Institutions do not have tools for measuring 

uncertainty reduction in geology regulation or sovereign 

alignment. 

Exploration does not produce cashflow, which breaks all 

three models below 

• Breaks credit models 

• Breaks private equity valuation 

• Breaks DCF based appraisal methods 

Exploration does not operate inside competitive markets 
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There is no competitor to a copper body or 

geothermal reservoir. Institutions rely on competitive 

analysis for valuation. Exploration does not fit. 

Exploration is not an operating entity 

• There are no margins 

• No growth rates 

• No unit economics 

• No cost of goods sold 

This makes institutional underwriting impossible. 

Exploration is structural not managerial 

The value comes from geology regulation 

concessions and alignment. Institutions evaluate 

management teams not physical systems.  Exploration 

therefore breaks the model at the foundation. 

The Binary Misclassification Problem 

o Because institutional frameworks 

cannot measure structural progression 

they classify 

o exploration as binary. 

o Success or failure. 

o Discovery or no discovery. 

o Commercial or worthless. 

This is not how real asset systems behave.  

o Exploration increases clarity in stages. 

o Each stage creates definable uplift even before 

yield. 

The binary classification is a consequence of institutional 

tools not a reflection of exploration itself. 

Why the Institutional System Treats Exploration as 

Speculation 

When institutions cannot measure something 

they label it as speculative. Exploration is forced into 

that category because institutional frameworks lack. 

o Gate based progression 

o Pre yield value recognition 

o Governance based uplift 

o Jurisdictional legibility 

o Standardized technical reporting 

o Structured decision systems 

Public SKGP frameworks highlight that exploration is 

not speculative. It is simply unstructured in the legacy 

market. Institutions treat unstructured exploration as 

speculation because the information arrives without 

governance or clarity. Exploration does not break 

institutions. Institutions break exploration by 

misclassifying it. 

Exploration as a Structural System 

In reality exploration behaves like the first stage of 

infrastructure formation. 

o Mining corridors 

o Agricultural systems 

o Energy fields 

o Geothermal reservoirs 

o Industrial nodes 

All require early stage verification. Exploration 

provides this verification. It is a structural activity that 

integrates into national systems long before operation. 

This reality is incompatible with institutional models 

designed for revenue based assets. 

Why the Marketplace Never Solved the Problem 
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Market participants attempted to fill the gap through. 

o Junior equities 

o Speculative exploration companies 

o Narrative driven valuations 

o Broker reports 

o Promotion cycles 

None of these solve the institutional mismatch 

because they simply add financial packaging to 

unstructured exploration. They do not generate 

governance clarity. They do not create institutional 

legibility. They create noise not structure.This further 

breaks institutional models because institutions receive 

unverified and inconsistent information. 

Why PYA Solves the Institutional Break 

The SKGP Strategic Partners Pre Yield Asset 

framework is the first classification that aligns 

exploration with institutional requirements.PYA 

introduces structural clarity through. 

o Legal control 

o Governance integration 

o Technical verification 

o Sequenced derisking 

o Alignment with sovereign frameworks 

o Standardization of information 

o Institutional reporting logic 

o Structured Exploration 

These elements convert exploration from an 

unstructured binary activity into a recognizable pre yield 

real asset. The institutional model does not break once 

the asset becomes structured. It only breaks when 

exploration is unstructured. 

Exploration Does Not Fail Investors 

o Unstructured information fails investors. 

o Unstructured rights fail investors. 

o Unstructured reporting fails investors. 

o Unstructured governance fails investors. 

o Activity itself is not the issue. 

o Absence of structure is the issue. 

The PYA classification reveals that exploration 

generates value when structured and becomes invisibly 

mispriced when unstructured. 

Conclusion 

Exploration breaks institutional models because 

institutional models were designed for operating 

companies not physical systems that create value before 

yield. Institutions cannot measure unstructured 

exploration. They cannot classify it. They cannot model 

it. They cannot evaluate it. PYA solves this problem by 

converting exploration into a structured exposure 

category where value forms through governance clarity 

and alignment. Once structured exploration is 

recognized as part of early stage infrastructure 

formation it stops breaking institutional models and 

becomes the beginning of a coherent investable real 

asset architecture. 
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