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0HDQLQJ� 6WUXJJOH� DQG WKH )XWXUH RI 'HFRORQL]DWLRQ� /HVVRQV IURP WKH :DWHU 0RYHPHQWV LQ
7KH 'DNRWDV E\ 5RZOLH )ORUHV «««««««««««««««««««««««« ����

7KH ,QFRPSDWLELOLW\ %HWZHHQ %XVLQHVV DQG 6XVWDLQDELOLW\� :K\ &ORWKLQJ &RPSDQLHV
*UHHQZDVK E\ -HQQ\ =KDQJ «««««««««««««««««««««��««« �����

&R�%HQHILWV RI (QHUJ\ 7UDQVLWLRQ LQ 8�6� 0DUJLQDOL]HG &RPPXQLWLHV E\ *UHWD 0DUDV« �����

7KH ,QGLJHQRXV 3HRSOH RI 9LUXQJD 1DWLRQDO 3DUN� DW WKH &URVVURDGV RI &LYLO :DU� *UHHQ

0LOLWDUL]DWLRQ� DQG &LYLOLDQ $JHQF\ E\ )HQMD 7UDPVHQ «««««««««««««������
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$ERXW 8V �

&XUD 7HUUD

$ERXW 8V
+LVWRU\

&XUD 7HUUD LV WKH *HRUJHWRZQ 8QLYHUVLW\ (QYLURQPHQWDO 6WXGLHV 'HSDUWPHQW¶V 8QGHUJUDGXDWH
-RXUQDO� 3UHYLRXVO\� D YHUVLRQ RI WKLV MRXUQDO� WLWOHG *HRUJHWRZQ 8QGHUJUDGXDWH -RXUQDO RI WKH
(QYLURQPHQW �*8-2(�� UDQ LQ SULQW IURP ���������� ,Q ����� XQGHU WKH FKDUJH RI 5DQGDOO
$PVWHU� �� XQGHUJUDGXDWHV UHYLYHG WKLV SURMHFW� JLYLQJ LW D QHZ QDPH DQG IRUP� ,W LV D
PXOWLGLVFLSOLQDU\ HQGHDYRU� DLPHG DW LQFUHDVLQJ WKH DFFHVVLELOLW\ DQG DZDUHQHVV RI HQYLURQPHQWDO
LVVXHV DQG WKHLU HYHU\GD\ LPSDFW RQ VWXGHQWV
 OLYHV�

0LVVLRQ 	 9DOXHV

7KH HQYLURQPHQW LV SHUVRQDO� (QYLURQPHQWDO VWXGLHV GRHV QRW H[LVW RQO\ LQ D WKHRUHWLFDO RU
DFDGHPLF VSDFH� LW LV LQWHUWZLQHG LQWR WKH OLYHV RI HYHU\ SHUVRQ RQ WKLV SODQHW� $W &XUD 7HUUD� WKH
SHUVRQDO IRUPV WKH EHDWLQJ KHDUW RI RXU ZRUN� :H DUH DQ XQGHUJUDGXDWH MRXUQDO IRXQGHG RQ YDOXHV
RI MXVWLFH DQG HTXLW\� SXWWLQJ SHRSOH DW WKH FHQWHU RI WKH ZRUOG¶V PRVW SUHVVLQJ HQYLURQPHQWDO
LVVXHV� &XUD 7HUUD LV GHVLJQHG WR EH ERWK LQWHUGLVFLSOLQDU\ DQG LQWHUVHFWLRQDO� EHFDXVH ZH EHOLHYH
WKDW WKHUH LV QR VLQJOH SHUVSHFWLYH WKDW FDQ DGHTXDWHO\ FDSWXUH WKH WRWDOLW\ RI DQ\ HQYLURQPHQWDO
LVVXH� 7R WKLV HQG� ZH VWULYH WR GHP\VWLI\ DFDGHPLD DQG WR EH DFFHVVLEOH WR DFDGHPLFV DQG
VWXGHQWV DOLNH� RXU FRQWHQW EDODQFHV ULJRURXV DFDGHPLF UHVHDUFK ZLWK LQVLJKWIXO MRXUQDOLVWLF DQG
FUHDWLYH FRQWHQW� $ERYH DOO� &XUD 7HUUD H[LVWV WR JDOYDQL]H DFWLRQ� 7KURXJK DVNLQJ GLIILFXOW
TXHVWLRQV RI RXU UHDGHUV� ZH EDODQFH WKH XUJHQF\ RI WKH SUHVHQW ZLWK KRSH IRU WKH IXWXUH�
XQGHUOLQLQJ WKH YLWDO UROH ZH HDFK PXVW SOD\ PRYLQJ IRUZDUG�

(GLWRULDO 6WDII �)DOO �����6SULQJ �����

)DFXOW\ 'LUHFWRU««««««««««««�«««««««««�«««« 5DQGDOO $PVWHU

([HFXWLYH 'LUHFWRUV««««««««««««««««�«« 8UVXOD *DWHO\ 	 5XKLH 5DSROX

(GLWRUV DW /DUJH««««««««««��«� -DPHV 3RFFKLD� 0LUD\ 6DPXHO� 	 $OLVRQ 0F/HRG

�&RYHU DUW E\ 8UVXOD *DWHO\ ZLWK &DQYD�
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/HWWHU )URP 7KH (GLWRUV �

&XUD 7HUUD

/HWWHU IURP WKH (GLWRUV

:H DUH YHU\ H[FLWHG WR SUHVHQW WKH WKLUG HGLWLRQ RI &XUD 7HUUD� ,Q WKLV HGLWLRQ� ZH HOHYDWH WKH ZRUN
RI VWXGHQWV IURP ERWK RXU FRPPXQLW\ DQG RWKHUV ZLWK D IRFXV RQ LQYHVWLJDWLQJ HQYLURQPHQWDO
LVVXHV DQG DGYRFDWLQJ IRU FKDQJH� 6WXGHQWV DUH D EHDFRQ RI KRSH ZLWKLQ WKH HQYLURQPHQWDO
PRYHPHQW� DV WKH\ LQGLFDWH WKH SDVVLRQ DQG GULYH RI WKH QH[W JHQHUDWLRQ�

5RZOLH )ORUHV¶ ³0HDQLQJ� 6WUXJJOH� DQG WKH )XWXUH RI 'HFRORQL]DWLRQ� /HVVRQV IURP WKH :DWHU
0RYHPHQWV LQ 7KH 'DNRWDV´ H[DPLQHV WKH FRQQHFWLRQV EHWZHHQ DQ LQGLJHQRXV SHUVSHFWLYH RQ
ZDWHU ULJKWV DQG WKH SURWHVW PRYHPHQWV DJDLQVW WKH 'DNRWD $FFHVV DQG .H\VWRQH ;/ SLSHOLQHV�
%\ H[SORULQJ FRQFHSWV VXFK DV SODFH�EDVHG YDOXH DQG WKH FRQWUDGLFWLRQV LQ SULRU DSSURSULDWLRQ�
)ORUHV LOOXVWUDWHV WKH ZD\V LQ ZKLFK LQGLJHQRXV WLHV WR QDWXUH KDYH EHHQ GLVUHVSHFWHG DQG KRZ
WKHLU PHVVDJH LV HIIHFWLYHO\ FRPPXQLFDWHG DQG GULYHV PRELOL]DWLRQ� )ORUHV DVVHUWV KRZ IRFXVLQJ
RQ WKHVH WZR SURWHVW PRYHPHQWV SURYLGHV D IUDPHZRUN IRU WKH LQGLJHQRXV SROLWLFV RI ZDWHU WKDW
FDQ EH XVHG IRU IXWXUH PRELOL]DWLRQ HIIRUWV� )ORUHV JUDGXDWHG IURP *HRUJHWRZQ 8QLYHUVLW\ LQ
���� DQG LV FXUUHQWO\ SXUVXLQJ D ODZ GHJUHH DW 7XODQH 8QLYHUVLW\�

-HQQ\ =KDQJ¶V ³7KH ,QFRPSDWLELOLW\ %HWZHHQ %XVLQHVV DQG 6XVWDLQDELOLW\� :K\ &ORWKLQJ
&RPSDQLHV *UHHQZDVK´ IRFXVHV RQ WKH GLIILFXOWLHV RI SXUVXLQJ VXVWDLQDEOH SUDFWLFHV LQ WKH
IDVKLRQ LQGXVWU\� 6SHFLILFDOO\� VKH IRFXVHV RQ ,QGLWH[� .HUOLQJ� DQG 3DWDJRQLD DQG FRPSDUHV WKHLU
FRQVXPSWLRQ� SUDFWLFHV� DQG OHYHO RI WUDQVSDUHQF\� 'HPRQVWUDWLQJ WKH FKDOOHQJH RI EDODQFLQJ
SURILWDELOLW\ ZLWK VXVWDLQDELOLW\� VKH H[SODLQV KRZ LQFUHDVLQJ VDOHV PDNHV LW FKDOOHQJLQJ WR
PLQLPL]H FRUSRUDWLRQV¶ HQYLURQPHQWDO LPSDFW� =KDQJ H[SORUHV GLIIHUHQW VROXWLRQV WR IDFLOLWDWH WKH
IDVKLRQ LQGXVWU\
V WUDQVLWLRQ WRZDUGV VXVWDLQDELOLW\� LQFOXGLQJ FR�FUHDWLRQ� FLUFXODU IDVKLRQ� DQG
JRYHUQPHQW SDUWLFLSDWLRQ� $OWKRXJK WKHVH PHDVXUHV DUH LQVXIILFLHQW WR HQWLUHO\ UHYHUVH WKH KDUP
FDXVHG E\ WKH LQGXVWU\� WKH\ UHSUHVHQW D VLJQLILFDQW VWULGH WRZDUGV DFKLHYLQJ WKDW JRDO�

³&R�%HQHILWV RI (QHUJ\ 7UDQVLWLRQ LQ 8�6� 0DUJLQDOL]HG &RPPXQLWLHV´ E\ -RKQ +RSNLQV
8QLYHUVLW\ VWXGHQW *UHWD 0DUDV UHYHDOV KRZ WKH HYHU�EXUJHRQLQJ HIIHFWV RI FOLPDWH FKDQJH ²
FKLHIO\ GULYHQ E\ FDUERQ GLR[LGH HPLVVLRQV ² GLVSURSRUWLRQDWHO\ LPSDFW PHPEHUV RI
PDUJLQDOL]HG FRPPXQLWLHV LQ WKH 8�6� 0DUDV ILUVW GLVFXVVHV KRZ GLIIHUHQW VRXUFHV RI DLU SROOXWLRQ
KDYH EHHQ GHJUDGLQJ DLU TXDOLW\� UHVXOWLQJ LQ KHDOWK EXUGHQV WKDW KDYH WKH PRVW VHYHUH HIIHFWV�
LQFOXGLQJ LQFUHDVHV LQ WKH ULVNV RI FKLOGKRRG DVWKPD DQG H[WUHPH WHPSHUDWXUH�UHODWHG GHDWKV�
XSRQ PDUJLQDOL]HG DQG XQGHUVHUYHG FRPPXQLWLHV� 6KH WKHQ H[SORUHV SODQV IRU HQHUJ\ WUDQVLWLRQ
DQG HQYLURQPHQWDO MXVWLFH WKDW FDQ EH XVHG WR VDYH PRQH\ DQG OLYHV� HVSHFLDOO\ LQ PDUJLQDOL]HG
FRPPXQLWLHV� WKURXJK D YDULHW\ RI FDVH VWXGLHV IURP 1HZ <RUN DQG &DOLIRUQLD�
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/HWWHU )URP 7KH (GLWRUV �

³7KH ,QGLJHQRXV 3HRSOH RI 9LUXQJD 1DWLRQDO 3DUN� DW WKH &URVVURDGV RI &LYLO :DU� *UHHQ
0LOLWDUL]DWLRQ� DQG &LYLOLDQ $JHQF\´ E\ )HQMD 7UDPVHQ RI 6ZDUWKPRUH 8QLYHUVLW\ LV D SLHFH WKDW
H[SORUHV WKH HIIHFWV RI KDUPIXO FRQVHUYDWLRQ SUDFWLFHV DQG JUHHQ PLOLWDULVP RQ ,QGLJHQRXV
FRPPXQLWLHV� %\ VSHFLILFDOO\ IRFXVLQJ RQ WKH IRUWUHVV FRQVHUYDWLRQ FRQGXFWHG E\ DUPHG SDUN
UDQJHUV LQ WKH 9LUXQJD 1DWLRQDO 3DUN RI WKH 'HPRFUDWLF 5HSXEOLF RI WKH &RQJR� 7UDPVHQ
GHPRQVWUDWHV WKH LPSRUWDQFH RI FLYLOLDQ DJHQF\ LQ FRQVHUYDWLRQ DQG WRXULVP HIIRUWV� 7KLV LV
HVSHFLDOO\ QHFHVVDU\ IRU WKH ,QGLJHQRXV FRPPXQLWLHV ZKR UHO\ RQ WKH SDUN IRU YDULRXV DVSHFWV RI
GDLO\ OLIH� 7UDPVHQ SURYLGHV LQWHUHVWLQJ DOWHUQDWLYHV DQG VXJJHVWLRQV IRU DGDSWLQJ WKH
FRQVHUYDWLRQ HIIRUWV LQ RUGHU WR EHWWHU UHIOHFW WKH QHHGV RI VXUURXQGLQJ FRPPXQLWLHV� SDUN UDQJHUV�
DQG ZLOGOLIH�

)LQDOO\� &XUD 7HUUD ZRXOG OLNH WR WKDQN 5DQGDOO $PVWHU IRU KLV FRQWLQXHG VXSSRUW WKURXJK WKH
(QYLURQPHQWDO 6WXGLHV GHSDUWPHQW DQG FRQJUDWXODWH ORQJ�WHUP ERDUG PHPEHU 8UVXOD *DWHO\ RQ
KHU JUDGXDWLRQ� :H DUH VR SURXG RI \RX� DQG ZH ZLVK \RX WKH EHVW RI OXFN LQ \RXU QHZ
EHJLQQLQJV�

6LJQHG�

8UVXOD *DWHO\� 5XKLH 5DSROX� $OLVRQ 0F/HRG� -DPHV 3RFFKLD� 	 0LUD\ 6DPXHO
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0HDQLQJ� 6WUXJJOH� 	 WKH )XWXUH RI 'HFRORQL]DWLRQ� )ORUHV �
/HVVRQV IURP WKH :DWHU 0RYHPHQWV LQ WKH 'DNRWDV

&XUD 7HUUD

0HDQLQJ� 6WUXJJOH� DQG WKH )XWXUH RI 'HFRORQL]DWLRQ�
/HVVRQV IURP WKH :DWHU 0RYHPHQWV LQ WKH 'DNRWDV

5RZOLH -RKQ )ORUHV

$FDGHPLF (GLWRU� $OLVRQ 0F/HRG

,QVWLWXWLRQ� *HRUJHWRZQ 8QLYHUVLW\

$EVWUDFW� 6LQFH WKH EHJLQQLQJ RI WLPH� ,QGLJHQRXV SHRSOHV KDYH DOZD\V IRVWHUHG D SHUVRQDO
UHODWLRQVKLS ZLWK QDWXUH� 7KLV SDSHU VWDUWV E\ VXPPDUL]LQJ WKH GLIIHUHQW ZD\V LQ ZKLFK
,QGLJHQRXV SHRSOH KDYH KRQRUHG WKHLU QDWXUDO VXUURXQGLQJV� PRUH VSHFLILFDOO\� WKHLU ZDWHU
UHVRXUFHV� ,Q PDQ\ ,QGLJHQRXV FXOWXUHV� ZDWHU LV YLHZHG DV D VHQWLHQW� OLYLQJ EHLQJ KRQLQJ
HQRXJK SRZHU WR DIIHFW WKH OLYHOLKRRGV RI WKRVH ZKR UHO\ LQ LWV H[LVWHQFH� 6HHLQJ ZDWHU DV D
SURYLGHU RI UHVRXUFHV DQG OLIH� D PXWXDO UHVSHFW LV IRUPHG EHWZHHQ ZDWHU ERGLHV DQG KXPDQ
FRPPXQLWLHV� 7KH FRQFHSW RI ZDWHU DV D FRPPRQ UHVRXUFH LV SUHYDOHQW LQ PDQ\ ,QGLJHQRXV
FXOWXUHV DQG DORQJ WKLV YLHZ FRPHV WKH VKDUHG UHVSRQVLELOLW\ RI SURWHFWLQJ DQG SUHVHUYLQJ ZDWHU
ERGLHV IRU SUHVHQW DQG IXWXUH XVH�

7KHVH SHUVSHFWLYHV RQ ZDWHU FODLP FUHDWHV D FKDOOHQJH LQ WKH FRQWHPSRUDU\ ZRUOG ZKHUH
QHROLEHUDO LQVWLWXWLRQV WKUHDWHQ WKH ZHOO�EHLQJ RI ,QGLJHQRXV ODQG DQG ZDWHUV WKURXJK WKH GRFWULQH
RI SULRU DSSURSULDWLRQ SUHYDOHQW XQGHU WKH IUDPHZRUNV RI FDSLWDOLVP� 8VLQJ FDVH VWXGLHV IURP WKH
'DNRWD $FFHVV 3LSHOLQH DQG .H\VWRQH ;/ 3LSHOLQH ZDWHU SURWHVWV� WKLV SDSHU DQDO\]HV WKH ZD\V
GLIIHULQJ YLHZV RQ ZDWHU DFFHVV DQG ULJKWV KDV DIIHFWHG WKH ,QGLJHQRXV PRYHPHQW¶V GHPDQG IRU
UHFRJQLWLRQ RI WKHLU FODLPV WR ZDWHU ERGLHV DQG SROLWLFDO UHSUHVHQWDWLRQ� 0RUHRYHU� WKLV UHVHDUFK
H[SORUHV WKH GLIIHUHQW ZD\V WKH 6LRX[ WULEH KDV EXLOW VROLGDULW\ ZLWK RWKHU ,QGLJHQRXV JURXSV DQG
PRYHPHQWV RXWVLGH RI ,QGLJHQRXV FLUFOHV� LQ RWKHU ZRUGV� KRZ KDV WKH 6LRX[ WULEH VKDSHG ZDWHU
LVVXHV DV D XQLYHUVDO LVVXH DQG QRW RQH SHUWDLQLQJ WR RQO\ WR WKHLU FXOWXUH DQG ZD\ RI OLIH��

,QGLJHQRXV 7LHV WR 1DWXUH

6SLULWXDO &ODLPV WR :DWHU DQG 7ULEDO (WKLFV

2QH RI WKH PRVW LPSRUWDQW DVSHFWV WR NHHS LQ PLQG DERXW ,QGLJHQRXV ZDWHU SROLWLFV LV WKDW ZDWHU
LV RIWHQ VHHQ DV D VHQWLHQW EHLQJ� RU KDYLQJ D OLIH RI LWV RZQ� 7R LOOXVWUDWH� VRFLHWLHV LQ 6RXWKHDVW
$VLD KDYH XVHG WKH PRYHPHQW RI WKH 0HNRQJ 5LYHU DV D WHPSRUDO VFDOH PHDQW WR PHDVXUH ZKHQ
ILVK KDUYHVW LV DW LWV SHDN� 7KH\ GR WKLV E\ ORRNLQJ DW WKH ULVH DQG IDOO RI WKH ULYHU¶V ZDWHU OHYHOV�
ZKLFK PDUN ZKHQ ILVKLQJ DQG ULYHUEHG IDUPLQJ ZRXOG EH WKH PRVW SURGXFWLYH �-RKQVRQ� ������
7KXV� IRU WKH HWKQLF JURXSV OLYLQJ DORQJ WKH 0HNRQJ 5LYHU� WKH ULYHU LV YLHZHG WR KDYH D OLIH RI LWV
RZQ WKDW FRQWUROV WKH GLIIHUHQW IDFHWV RI WKHLU HYHU\GD\ OLIH� $V D UHVXOW� D KDUYHVWLQJ IHVWLYDO ZDV
FUHDWHG LQ KRQRU RI WKH ULYHU�
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0HDQLQJ� 6WUXJJOH� 	 WKH )XWXUH RI 'HFRORQL]DWLRQ� )ORUHV �
/HVVRQV IURP WKH :DWHU 0RYHPHQWV LQ WKH 'DNRWDV

+RZHYHU� WKH FRQVWUXFWLRQ RI D &KLQHVH GDP FKDQJHG WKH IORZ RI WKH ULYHU� WKUHDWHQLQJ WKH
OLYHOLKRRG RI VXUURXQGLQJ FRPPXQLWLHV� 7KLV DIIHFWHG WKH ILVKLQJ DQG IDUPLQJ RI WKH FRPPXQLWLHV
DORQJ WKH 0HNRQJ� EXW -RKQVRQ DUJXHV WKDW WKH ³ULYHU EHLQJV UHPDLQ� EXW WKH\� LQ WXUQ� DUH VXEMHFW
WR WKH QHZ 0HNRQJ�´ %\ WKLV� WKH SHRSOH RI WKH 0HNRQJ VWLOO VHH WKH ULYHU DV VHQWLHQW� EXW QRZ LW
LV WKH GDP FRQWUROOHU WKDW JLYHV LW LWV PRYHPHQW� 7KLV KXPDQ�WR�QDWXUH UHODWLRQVKLS SUHYDOHQW LQ
WKH 0HNRQJ GHSLFWV D VWURQJ GHVLUH WR H[SODLQ WKH XQNQRZQ DQG WKDW LV ZK\ QDWXUH DQG ZDWHU DUH
ERWK VHHQ DV VHQWLHQW E\ WKRVH ZKR H[SHULHQFH ILUVW�KDQG KRZ WKH ULYHU KDV DIIHFWHG WKHLU
OLYHOLKRRG� 7KLV LV WR DOVR VKRZ WKDW FXOWXUDO EHOLHIV DURXQG QDWXUH SHUVLVW DQG WKDW SHRSOH ZLOO
OHDUQ QHZ NQRZOHGJH DQG VKLIW WKHLU FXOWXUH LQWR DGRSWLQJ QHZ ZD\V RI SUDLVH DQG WUDGLWLRQV LI
GRLQJ VR DLGV WKHP LQ XQGHUVWDQGLQJ KRZ WKH ZRUOG DURXQG WKHP IXQFWLRQV�

&RPPXQLWDULDQLVP DQG 9LHZV RQ 2ZQHUVKLS

,Q PRVW ,QGLJHQRXV OLWHUDWXUH� ZDWHU LV ODEHOHG DV D QHFHVVLW\ IRU VXUYLYDO EHFDXVH IRRG VHFXULW\
ZDV GHSHQGHQW RQ RQH¶V DFFHVV WR ZDWHU UHVRXUFHV� 7KXV� ZDWHU ZDV VHHQ DV D FRPPRQ UHVRXUFH
DFFHVVLEOH WR HYHU\RQH� EXW LW DOVR HQWDLOHG VKDUHG UHVSRQVLELOLWLHV WR PDLQWDLQ WKH UHVRXUFH DPRQJ
WKRVH ZKR XVH LW� 'XULQJ WKH ����V� SULRU WR WKH DQQH[DWLRQ E\ WKH 8QLWHG 6WDWHV� 1DWLYH
+DZDLLDQV UHOLHG RQ D ODQG GLYLVLRQ V\VWHP FDOOHG DQ DKXSXD¶D� ZKLFK WKURXJK LUULJDWLRQ GLWFKHV�
EURXJKW ZDWHU IURP WKH PRXQWDLQ GRZQ WR ILHOGV RI QDWLYH IDUPHUV �0DFOHQQDQ� ������ ,Q
DGGLWLRQ WR KDYLQJ D VKDUHG UHVRXUFH RI ZDWHU� 1DWLYH +DZDLLDQV VKDSHG WKHLU FXOWXUH DURXQG WKHLU
DFFHVV WR ZDWHU�

)RU LQVWDQFH� IDUPHUV FRXOG ORVH WKHLU DFFHVV WR ZDWHU LI WKH\ GLG QRW PDLQWDLQ WKHLU ILHOGV RU
SDUWLFLSDWH LQ WKHLU VKDUH RI UHSDLULQJ WKH GLWFKHV� $FFHVV WR ZDWHU ZDV DOVR PDQDJHG E\ D FKLHI
ZKR DOORFDWHG ZDWHU ULJKWV XVLQJ D VSHFLILHG WLPH VFKHGXOH EDVHG RQ QHHG� HPSKDVL]LQJ WKH
QHFHVVLW\ IRU D FRQWUROOHG FRQVXPSWLRQ RI ZDWHU UHVRXUFHV DQG XVLQJ RQO\ ZKDW ZDV UHTXLUHG WR
JURZ WKHLU FURSV� ,Q DGGLWLRQ WR WKH WLPHG FROOHFWLRQ RI ZDWHU IURP WKH VWUHDPV� 0DFOHQQDQ DOVR
ZULWHV WKDW 1DWLYH +DZDLLDQV ZHUH QRW SHUPLWWHG WR GLYHUW PRUH WKDQ KDOI RI WKH IORZ IURP WKH
VWUHDP� 7KLV GHPRQVWUDWHV WKDW VHHLQJ ZDWHU DV D FRPPRQ JRRG QRW RQO\ DIILUPV WKH QHHG IRU D
VKDUHG UHVSRQVLELOLW\� EXW LW GHSLFWV WKDW 1DWLYH +DZDLLDQV ZHUH DZDUH WKDW ZDWHU ZDV D OLPLWHG
UHVRXUFH WKDW ZDV WR EH VKDUHG E\ HYHU\RQH DQG QRW KRDUGHG E\ D FHUWDLQ JURXS RU ERG\�

+RZHYHU� WKLV WUDGLWLRQDO RXWORRN RQ ZDWHU FODLP LV RIWHQ FRQWUDVWHG E\ WKH GRFWULQH RI SULRU
DSSURSULDWLRQ� ZKLFK VHHV ZDWHU DV D FRPPRGLW\ LQVWHDG RI D VKDUHG UHVRXUFH� $Q H[DPSOH RI
KRZ WKH FRQFHSW RI SULRU DSSURSULDWLRQ FRQIOLFWV ZLWK SODFH�EDVHG YDOXH WKDW LV SUHYDOHQW LQ PDQ\
QDWLYH FRPPXQLWLHV LV WKH FDVH�VWXG\ RI WKH DFHTXLD IDUPHUV LQ 1HZ 0H[LFR� +HUH� WKH DFHTXLDV
UHIHU WR D W\SH RI LUULJDWLRQ GLWFKHV WKDW XWLOL]HV PHOWLQJ VQRZSDFNV LQ WKH VXPPHU PRQWKV DV LWV
PDLQ VRXUFH RI ZDWHU IRU DJULFXOWXUH �3HxD� ������ 'HVSLWH LWV HIILFLHQF\ LQ SURYLGLQJ ZDWHU WR WKH
ORFDO FRPPXQLW\� SULRU DSSURSULDWLRQ WUHDWV VXUIDFH ZDWHU DV D FRPPRGLW\ WKDW FDQ EH VHSDUDWHG
IURP WKH ODQG DQG VROG WR RWKHU XVHUV �3HxD� ������ 7KLV RXWORRN RQ ZDWHU FODLP SUHVHQWV WKH LGHD
WKDW ZKRHYHU XVHV WKH ZDWHU ILUVW KDV WKH ILUVW FODLP WR LWV ULJKW� ZKLFK SRVHV WKH XOWLPDWH
TXHVWLRQ� FDQ ZDWHU EH RZQHG"

7KH DFHTXLD IDUPHUV LQ 1HZ 0H[LFR DQG 1DWLYH +DZDLLDQV VKDUH D FRPPRQ XQGHUVWDQGLQJ RI
ZDWHU WKDW LW FDQ¶W� ,Q IDFW� DFHTXLD FXVWRPDU\ SULQFLSOHV� ZKLFK GDWHV WR ����� LQFOXGHV ILYH
SULQFLSOHV� WKH FRPPXQLWDULDQ YDOXH RI ZDWHU� WKH QRQ�WUDQVIHUDELOLW\ RI ZDWHU� WKH ULJKW RI WKLUVW�
VKDUHG VFDUFLW\� DQG FRRSHUDWLYH ODERU DQG PXWXDO DLG LQ FDULQJ IRU WKH DFHTXLDV �$PVWHU� ������
5HJDUGOHVV RI WKH SUHFHGHQW RI WKHVH SULQFLSOHV� WKH DFHTXLDV DUH EHLQJ DIIHFWHG E\ ORJJLQJ
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0HDQLQJ� 6WUXJJOH� 	 WKH )XWXUH RI 'HFRORQL]DWLRQ� )ORUHV �
/HVVRQV IURP WKH :DWHU 0RYHPHQWV LQ WKH 'DNRWDV

RSHUDWLRQV WKDW KDYH GHOD\HG WKH UXQRII RI ZDWHU LQWR WKHVH GLWFKHV �3HxD� ������ 1HROLEHUDO
LQVWLWXWLRQV KDYH IDLOHG WR SURWHFW WKHVH GLWFKHV EHFDXVH UHFRJQL]LQJ WKH SODFH�EDVHG YDOXH RI
QDWXUDO UHVRXUFHV GRHV QRW \LHOG WKHP DQ\ SURILW� 8QOLNH WKH OLPLWV ,QGLJHQRXV SHRSOH SODFH LQ
WKHLU FRQVXPSWLRQ RI ZDWHU UHVRXUFHV� WKHVH OLPLWV VLPSO\ GR QRW H[LVW LQ FDSLWDOLVP DQG WKLV ODFN
RI OLPLWV WKUHDWHQV QRW RQO\ WKH ZDWHU DYDLODELOLW\ EXW WKH OLYHOLKRRG RI DOO WKRVH ZKR GHSHQG RQ LW�

6WDWH 5HODWLRQVKLSV

/RRNLQJ EDFN WR WKH :RUOG :DWHU )RUXP LQ -DSDQ LQ ����� ,QGLJHQRXV GHOHJDWHV IURP &DQDGD
DQG %ROLYLD DJUHHG WKDW JRYHUQPHQWV RIWHQ ZRXOG FODLP WKDW GHYHORSPHQW LQ ,QGLJHQRXV ODQGV
ZDV SODQQHG GLOLJHQWO\ DQG WKDW ,QGLJHQRXV JURXSV LQ WKH DUHD ZHUH FRQVXOWHG LQ WKH SURFHVV �6DP
	 $UPVWURQJ� ������ +RZHYHU� WKH GHOHJDWHV DGGHG WKDW FRQVXOWDWLRQ SUHVXPHV JRYHUQPHQW
SRVVHVVLRQ DQG WKDW WKH ZRUG VKRXOG EH OHIW RXW RI WKH ,QGLJHQRXV GHFODUDWLRQ� %\ UHFRJQL]LQJ
WKDW WKH ZRUG FRQVXOWDWLRQ LQVLQXDWHV VWDWH RZQHUVKLS RI ZDWHU UHVRXUFHV� WKHVH GHOHJDWHV DUH
DVVHUWLQJ WKDW WKHVH FRQVXOWDWLRQV GRQ¶W JR QHDUO\ IDU HQRXJK� 7R WKHP� FRQVXOWDWLRQ LV VLPSO\ D
UHFRPPHQGDWLRQ WKDW ,QGLJHQRXV OHDGHUV SURYLGH WKH JRYHUQPHQW� EXW WKH JRYHUQPHQW VWLOO
UHVHUYHV WKH ULJKW WR IROORZ²RU GLVUHJDUG²WKHVH UHFRPPHQGDWLRQV DW WKHLU GLVFUHWLRQ� 7KH
XOWLPDWH JRDO RI WKHVH GHOHJDWHV LV SROLWLFDO UHSUHVHQWDWLRQ� ZKLFK WKLV SDSHU DWWHPSWV WR FDSWXUH�

+RZHYHU� GRLQJ VR UHTXLUHV ORRNLQJ DW WKH GLIIHUHQW ZD\V LQ ZKLFK ,QGLJHQRXV JURXSV KDYH
DSSUHFLDWHG ZDWHU� 2WKHUZLVH� LW ZRXOG EH HDV\ WR VHH D UHSHWLWLRQ RI WKH &RFKDEDPED ZDWHU
SURWHVWV ZKHUH WKH SULYDWL]DWLRQ RI ZDWHU OHG WR WKH ORVV RI LQGLYLGXDOLVP DPRQJ ,QGLJHQRXV
SHRSOH WR WKH SRLQW WKDW SHRSOH ZHUH OHJDOO\ QRW DOORZHG WR FROOHFW UDLQZDWHU RU XWLOL]H ZHOOV LQ
WKHLU RZQ SURSHUW\ LI WKH\ ZHUH QRW SD\LQJ IRU LW �2OLYHUD 	 /HZLV� ������ 7KXV� IXUWKHU
FRUURERUDWLQJ WKH SRZHU WKDW QHROLEHUDO LQVWLWXWLRQV KDYH RYHU ,QGLJHQRXV SHRSOHV VLQFH WKH
FRPSDQ\ WKDW FRQWUROV WKH ZDWHU LQ &RFKDEDPED FRXOG FDS WKHVH ZHOOV HYHQ LI WKH\ DUH ORFDWHG LQ
SHRSOH¶V KRPHV� )XUWKHUPRUH� WKH GHFLVLRQ WR WUDQVLWLRQ LQWR WKH SULYDWL]DWLRQ RI ZDWHU IHOO LQWR
WKH KDQGV RI WKH VWDWH� ZKLFK PHDQV WKDW &RFKDEDPED UHVLGHQWV ZHUH IRUFHG WR VHHN VROXWLRQV
EH\RQG WKH VWDWH� OHDGLQJ WR WKH ZDWHU ZDUV WKDW 2OLYHUD DQG /HZLV ZULWH DERXW�

,Q HQYLURQPHQWDO MXVWLFH WKHRU\� VFKRODUV VHH WKDW ³VRFLDO LQHTXDOLWLHV DUH GHHSO\ HPEHGGHG LQ
VRFLHW\ DQG UHLQIRUFHG E\ VWDWH SRZHU� DQG WKHUHIRUH WKH FXUUHQW VRFLDO RUGHU VWDQGV DV D
IXQGDPHQWDO REVWDFOH WR VRFLDO DQG HQYLURQPHQWDO MXVWLFH´ �3HOORZ� ������ 5DGLFDO VROXWLRQV IRU
WKH ,QGLJHQRXV PRYHPHQW DUH QHHGHG EHFDXVH WKH FXUUHQW VRFLDO RUGHU WKDW LV HPEHGGHG LQ VRFLHW\
ZLOO FRQWLQXH WR GLVUHJDUG WKH ZDWHU UHODWLRQVKLSV WKDW ,QGLJHQRXV SHRSOHV KROG GHDU�
'HFRORQL]DWLRQ FDQQRW SUHVHQWO\ H[LVW XQGHU WKH IUDPHZRUNV RI FDSLWDOLVP� VR LQ WKLV SDSHU� ,
DUJXH WKDW OLEHUDWLRQ DQG VRYHUHLJQW\ DUH WKH HQG JRDOV RI WKH ,QGLJHQRXV PRYHPHQW DQG RQO\
WKHQ FDQ WKH LQQDWH YDOXH RI ZDWHU²DQG ZLWK LW� WKH YDOXHV RI QDWXUH DQG WKH HQYLURQPHQW²EH
UHFRJQL]HG�

&DVH 6WXGLHV

7KH 'DNRWD $FFHVV 3LSHOLQH

7KH 'DNRWD $FFHVV 3LSHOLQH UHIHUV WR D SLSHOLQH LQWHQGHG WR FDUU\ RLO ���� PLOHV IURP WKH %DNNHQ
RLO ILHOG LQ 1RUWK 'DNRWD WR H[LVWLQJ SLSHOLQH LQIUDVWUXFWXUH LQ 3DWRND� ,OOLQRLV� EXW UHVXOWHG LQ
\HDUV RI ZDWHU SURWHVWV RYHU KRZ WKH SURMHFW ZLOO DIIHFW ,QGLJHQRXV ZDWHUV �0HQJGHQ ,9� ������
7KH SLSHOLQH ZDV WKRXJKW WR WKUHDWHQ WKH 6WDQGLQJ 5RFN 7ULEH¶V ZDWHU VXSSO\ LQ WKH 0LVVRXUL
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5LYHU DQG GLVUXSW VDFUHG ODQGV� ZKLFK OHG WR WKH WULEH VXLQJ WKH 8�6� $UP\ &RUSV RI (QJLQHHUV�
+RZHYHU� WKH 8�6� &LUFXLW &RXUW LQ WKH 'LVWULFW RI &ROXPELD YRWHG DJDLQVW WKH WULEH DQG WKRXJKW
WKDW WKH &RUSV IROORZHG WKH DSSURSULDWH SURFHGXUHV �0HQJGHQ ,9� ������ 5HJDUGOHVV� WKH ODZVXLW
ZDV VHHQ DV D YLFWRU\ E\ VRPH SDUWLHV EHFDXVH LW ZDV DEOH WR SURYLGH WULEDO JURXSV ZLWK VRPH
PHGLD FRYHUDJH WKDW KHOSHG WKHVH WULEDO QDWLRQV IRUP DOOLDQFHV LQ WKHLU ILJKW WR VWRS WKH SLSHOLQH
IURP EHLQJ FRQVWUXFWHG�

+RZHYHU� VRPH RI WKHVH DOOLDQFHV GHSHQGHG RQ WKH ODERU RI WULEDO QDWLRQV DQG WKHLU LQWHQWLRQV DUH
RIWHQ VHOILVK LQ QDWXUH� )RU LQVWDQFH� VRPH ³HQYLURQPHQWDO JURXSV SHUSHWXDWH H[SORLWDWLRQ RI
WULEHV ZKHQ WKH\ HQJDJH WKHP VLPSO\ WR IXUWKHU WKH HQYLURQPHQWDO DJHQGD ZLWKRXW JLYLQJ GXH
DWWHQWLRQ WR UHOHYDQW WULEDO LVVXHV´ �0HQJGHQ ,9� ������ 7KLV PDQLSXODWLRQ VWHPV IURP WKH IDFW
WKDW HQYLURQPHQWDO DFWLYLVP KDV D ORW RI RYHUODS ZLWK ,QGLJHQRXV PRYHPHQWV GXH WR WKH GHJUHH RI
UHVSHFW WKDW ,QGLJHQRXV JURXSV KDYH RQ WKHLU ODQGV� EXW ZLWK WKLV� LW LV LPSRUWDQW WR UHFRJQL]H WKDW
QRW DOO ,QGLJHQRXV LVVXHV DUH UHODWHG WR WKH HQYLURQPHQW� )XWXUH EDWWOHV RQ ZDWHU FODLPV DQG
SLSHOLQHV VKRXOG HQVXUH D SURSHU VFUHHQLQJ RI DOOLHV� 7KLV PHDQV WKDW ZKLOH DOO\VKLSV DUH FUXFLDO
WR WKH VXFFHVV RI WKH ,QGLJHQRXV PRYHPHQW� WKHVH DOOLHV PXVW DOVR KDYH WKHLU ZKROH KHDUW LQ WKH
PRYHPHQW DQG QRW RQO\ SDUWV RI LW WKDW EHQHILW WKHLU RZQ SODWIRUPV�

1HYHUWKHOHVV� WKLV LV QRW WR VD\ WKDW WKHUH DUHQ¶W JRRG DOOLHV WR WKHVH ,QGLJHQRXV QDWLRQV� 7KHVH
QHZ DOOLHV VDZ KRZ WKH ZDWHU SURWHVWV FKDQJHG LWV GLVFRXUVH IURP SURWHVWHUV WR SURWHFWRUV YHU\
TXLFNO\� 6RFLDO PHGLD KHOSHG ZLWK WKH GLVVHPLQDWLRQ RI JUDSKLF SLFWXUHV DQG YLGHRV WKDW SURPSWHG
PRELOL]DWLRQ� ,Q WKHVH SURWHVWV� ³WKH XVH RI SHSSHU VSUD\� DWWDFN GRJV� WHDU JDV� DQG ZDWHU FDQQRQV
RQ ZDWHU SURWHFWRUV LQ XQGHU�IUHH]LQJ WHPSHUDWXUHV JDUQHUHG H[WHQVLYH PHGLD FRYHUDJH DQG�
LQGHHG� VLJQDOHG D FULVLV RI GHPRFUDF\ WR D JURZLQJ LQWHUQDWLRQDO DXGLHQFH´ �'HHP� ������
,URQLFDOO\� WKHVH YLGHRV DQG FRYHUDJH ZHUH SURYLGHG E\ D WHFK FRPSDQ\ KLUHG E\ WKH HQHUJ\
FRPSDQ\ ORRNLQJ WR JDLQ LQIRUPDWLRQ RQ WKH SURWHVWHUV� 7KLV FKDQJH LQ GLVFRXUVH DQG SRUWUD\DO RI
WKH ZDWHU SURWHVWV VKDSHG WKH FRQWH[W DURXQG WKH RSSUHVVRU YHUVXV WKH RSSUHVVHG� %\ PDNLQJ WKH
HQHUJ\ FRPSDQ\ ORRN EDG DQG H[SORLWDWLYH� WKH PHGLD FRYHUDJH KHOSHG WKH 6LRX[ WULEHV JDLQ
VRPH QRQ�,QGLJHQRXV DFWLYLVWV WKDW WXUQHG WKH PRYHPHQW LQWR DQ LQWHUQDWLRQDO PRYHPHQW�

7R ,QGLJHQRXV SHRSOH� HVSHFLDOO\ WKH 6LRX[ WULEHV LQ 6RXWK 'DNRWD� WKH FRQVWUXFWLRQ RI WKH
'DNRWD $FFHVV 3LSHOLQH LV D FOHDU H[DPSOH RI PRGHUQ�GD\ VHWWOHU FRORQLDOLVP� 7KLV UHIHUV WR WKH
³FRPSOH[ VRFLDO SURFHVVHV LQ ZKLFK DW OHDVW RQH VRFLHW\ VHHNV WR PRYH SHUPDQHQWO\ RQWR WKH
WHUUHVWULDO� DTXDWLF� DQG DHULDO SODFHV OLYHG LQ E\ RQH RU PRUH VRFLHWLHV ZKR DOUHDG\ GHULYH
HFRQRPLF DQG FXOWXUDO YLWDOLW\ IURP WKH DUHD DV ZHOO DV JHW IURP SROLWLFDO VHOI�GHWHUPLQDWLRQ IURP
WKH IORUD� IDXQD� DQG UHVRXUFHV WKDW DUH IRXQG WKHUH´ �3RZ\V�:K\WH� ������ 7KLV WLHV EDFN WR WKH
FRQFHSW RI SODFH�EDVHG YDOXH RI QDWXUH WKDW ZDV GLVFXVVHG HDUOLHU� 6HWWOHU FRORQLDOLVP LV DERXW WKH
ORVV RI ODQG WKDW WKH 6LRX[ KDG GHSHQGHG RQ� KHQFH WKH �1R'$3/ PRYHPHQW LV QRW RQO\ D
TXHVWLRQ RI ZDWHU SURWHFWLRQ EXW DOVR WKDW RI WKH ,QGLJHQRXV PRYHPHQW�

7KH PRYHPHQW KLJKOLJKWV WKH VDG WUXWK WKDW FRQVXOWDWLRQ LQ WKHVH SURMHFWV HYHQ DIWHU VXLQJ WKH
8�6� $UP\ &RUSV RI (QJLQHHUV GLG QRW WDNH ,QGLJHQRXV JURXSV IDU� ,QVWHDG� WKH 6LRX[ WULEH
UHTXLUHV SROLWLFDO UHSUHVHQWDWLRQ E\ EHLQJ SURYLGHG ZLWK YRWLQJ SULYLOHJHV LQ FRQVXOWDWLRQ ERDUGV
WKDW WKH\ DUH LQYLWHG WR �0HQJGHQ ,9� ������ 3URYLGLQJ ,QGLJHQRXV OHDGHUV D YRWLQJ SULYLOHJH LQ
WKLV SURFHVV DOVR HQWDLOV WKH TXHVWLRQ RI KRZ PDQ\ OHDGHUV VKRXOG EH LQFOXGHG LQ WKHVH
GLVFXVVLRQV� $ FRPPLWWHH WKDW LQFOXGHV RQO\ D IHZ ,QGLJHQRXV OHDGHUV FRXOG PHDQ WKDW RIILFLDOV
ZLWK WLHV WR QHROLEHUDO LQVWLWXWLRQV FRXOG RXWYRWH ,QGLJHQRXV FRQFHUQV� EXW MXVW WKH ULJKW QXPEHU
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RI ,QGLJHQRXV OHDGHUV LQ WKHVH WDONV FDQ RQO\ OHDG WR D SRVVLELOLW\ RI SURMHFWV EHLQJ GHOD\HG IURP
D WLH YRWH�

,Q WKH 8QLWHG 6WDWHV� IHGHUDO DJHQFLHV DUH PDQGDWHG E\ WKH 1DWLRQDO (QYLURQPHQWDO 3ROLF\ $FW
�1(3$�� ZKLFK UHTXLUHV DJHQFLHV ± WKLV EHLQJ WKH 8�6� $UP\ &RUSV ± WR DVVHVV WKH HQYLURQPHQWDO
LPSDFW RI WKHLU SURMHFWV� 7KH 6WDQGLQJ 5RFN 7ULEH DUJXHG WKDW 1(3$ VKRXOG KDYH EHHQ DSSOLHG WR
WKH HQWLUH SLSHOLQH SURMHFW SULRU WR LVVXLQJ DQ\ RI WKH 1DWLRQZLGH 3HUPLWV WR 'DNRWD $FFHVV
LQVWHDG RI VLPSO\ XVLQJ WKH 1DWLRQZLGH 3HUPLW �� SURFHVV� ZKLFK PDGH WKH SLSHOLQH H[HPSW IURP
HQYLURQPHQWDO DVVHVVPHQWV �:ROIOH\� ������ )RU D SURMHFW DV ODUJH DV WKH 'DNRWD $FFHVV 3LSHOLQH�
WKH WULEH HDUQHG VRPH SDUWLDO YLFWRU\� 2Q -XQH ����� WKH FRXUWV IRXQG WKDW WKH ³&RUSV IDLOHG WR
DGHTXDWHO\ FRQVLGHU XQGHU 1(3$ WKH LPSDFWV RI DQ RLO VSLOO RQ WKH 6WDQGLQJ 5RFN 6LRX[ 7ULEH¶V
WUHDW\ KXQWLQJ DQG ILVKLQJ ULJKWV� WKH HQYLURQPHQWDO MXVWLFH LPSOLFDWLRQV RI WKH SLSHOLQH� DQG WKH
GHJUHH WR ZKLFK WKH '$3/¶V HIIHFWV DUH OLNHO\ WR EH KLJKO\ FRQWURYHUVLDO´ �:ROIOH\� ������ :KLOH
WKLV ZDV PRQWKV DIWHU 3UHVLGHQW 7UXPS UHOHDVHG D SUHVLGHQWLDO PHPRUDQGXP DSSURYLQJ WKH
SLSHOLQH LQ LWV RULJLQDO SDWK� WKH 'DNRWD $FFHVV 3LSHOLQH ZDWHU SURWHVWV GHPRQVWUDWHG VHYHUDO
OHVVRQV WKDW FDQ EH WDNHQ LQWR FRQVLGHUDWLRQ LQ IXWXUH EDWWOHV IRU ZDWHU ULJKWV�

)RU LQVWDQFH� LQ WKHLU OLWLJDWLRQ FDVH DJDLQVW WKH 8�6� $UP\ &RUSV RI (QJLQHHUV� WKH FRXUW FLWHG WKH
6XSUHPH &RXUW FDVH� 8QLWHG 6WDWHV Y� :LQDQV� ZKHUH LQ WKLV FDVH� LW ZDV GHWHUPLQHG KXQWLQJ�
ILVKLQJ� DQG JDWKHULQJ ULJKWV ZHUH YLWDO WR WULEDO OLIH �:ROIOH\� ������ 7KH :LQDQV FDVH LV FUXFLDO
IRU WKH ,QGLJHQRXV PRYHPHQW EHFDXVH WKH &RXUW VDLG WKDW WKHVH DFWLYLWLHV ³ZHUH QRW PXFK OHVV
QHFHVVDU\ WR WKH H[LVWHQFH RI WKH ,QGLDQV WKDQ WKH DWPRVSKHUH WKH\ EUHDWKHG�´ 7KHUHIRUH� 1DWLYH
$PHULFDQV KDG DFFHVV WR ODQG WKDW ZHUH SULYDWHO\ RZQHG IRU WKH SXUSRVHV RI WKH ULJKWV RI ILVKLQJ�
KXQWLQJ� DQG JDWKHULQJ JLYHQ WR WKHP XQGHU WKH )RUW /DUDPLH 7UHDW\� ,Q VXP� E\ SRVLQJ WKHLU
FDPSDLJQ DURXQG WKHVH UHVHUYHG ULJKWV� WKH 6LRX[ WULEHV KDG D FDVH IRU WKH SURWHFWLRQ RI ZDWHU
UHVRXUFHV� 'XH WR WKH FRXUW¶V RSLQLRQ� LW ZRXOG EH VWUDQJH WR LPDJLQH WKH H[LVWHQFH RI WKH SLSHOLQH
LI 3UHVLGHQW 7UXPS KDG ORVW WKH HOHFWLRQ LQ �����

7KH .H\VWRQH ;/ 3LSHOLQH�

8QOLNH WKH 'DNRWD $FFHVV 3LSHOLQH� WKH FRQVWUXFWLRQ RI WKH .H\VWRQH ;/ 3LSHOLQH ZDV PRUH
FRPSOH[ EHFDXVH LW QHHGHG WR JR WKURXJK D SUHVLGHQWLDO SHUPLWWLQJ SURFHVV EHFDXVH SDUWV RI WKH
SLSHOLQH DUH EHLQJ EXLOW LQ &DQDGD DQG LV QRW HQWLUHO\ LQ WKH WHUULWRU\ RI WKH 8QLWHG 6WDWHV
�0HQJGHQ ,9� ������ 7KLV SURFHVV RI SUHVLGHQWLDO SHUPLWWLQJ ZDV DIIHFWHG E\ WKH WXUQRYHU LQ WKH
SUHVLGHQF\ LQ WKH 8�6� ZKHUHDV 'HPRFUDWLF SUHVLGHQWV 2EDPD DQG %LGHQ ZHUH PRUH VXSSRUWLYH
LQ HQGLQJ WKH SLSHOLQH� WKH 7UXPS SUHVLGHQF\ DOORZHG WKH FRPSDQ\ LQ FKDUJH RI WKH SLSHOLQH WR
UH�DSSO\ IRU D GLIIHUHQW SHUPLW �*LOOLHV� ������ 'HVSLWH EHLQJ FDQFHOHG E\ WKH %LGHQ
DGPLQLVWUDWLRQ IRU QRW EHLQJ FRQVLVWHQW ZLWK KLV HFRQRPLF DQG FOLPDWH JRDOV� WKH .H\VWRQH ;/
3LSHOLQH UHSUHVHQWV RQO\ WKH ILUVW RI WKH PDQ\ EDWWOHV WKDW 6LRX[ SHRSOH ZLOO QHHG WR RYHUFRPH�

7RGD\� WKH 'DNRWD $FFHVV 3LSHOLQH UHPDLQV IXQFWLRQLQJ� DQG WKH 6LRX[ WULEH LV VWLOO ILJKWLQJ WR
VWRS WKH SLSHOLQH DQG RWKHU QDWLYH JURXSV VXFK DV WKH $QLVKLQDDEH WULEHV DUH GRLQJ WKH VDPH IRU
WKH (QEULGJH /LQH �� $V PHQWLRQHG HDUOLHU� WKH 'DNRWD $FFHVV 3LSHOLQH ZDV DSSURYHG E\ IRUPHU
3UHVLGHQW 7UXPS LQ ����� LQGLFDWLQJ WKH VLJQLILFDQFH RI SRODUL]DWLRQ RQ WKH LVVXH DFURVV SDUW\
OLQHV� 3DUW\ SRODUL]DWLRQ RQ WKH FRQVWUXFWLRQ RI WKH .H\VWRQH ;/ 3LSHOLQH ZDV HYLGHQW GXULQJ WKH
2EDPD DGPLQLVWUDWLRQ ZKHUH WKH GHFLVLRQ WR GHOD\ WKH UHYLHZ SURFHVV LQGHILQLWHO\ ZDV PDGH E\
3UHVLGHQW 2EDPD LQ HDUO\ ����� EXW D 5HSXEOLFDQ�FRQWUROOHG &RQJUHVV SDVVHG D ELOO DWWHPSWLQJ WR
IRUFH DSSURYDO RI WKH .H\VWRQH ;/ 3LSHOLQH SDVVHG LQ ���� �:RRGV� ������ 3UHVLGHQW 2EDPD
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WKHQ YHWRHG WKLV ELOO DQG GXH WR WKH SDUWLVDQ GLYLGH LQ &RQJUHVV� &RQJUHVV FRXOG QRW FRPH XS ZLWK
D WZR�WKLUGV PDMRULW\ VXSSRUW WR RYHUULGH IRUPHU 3UHVLGHQW 2EDPD¶V YHWR�

:KHQ WKH DSSOLFDWLRQ IRU D SUHVLGHQWLDO DSSURYDO ZDV ILUVW JLYHQ WR 3UHVLGHQW 2EDPD� WKH
'HSDUWPHQW RI 6WDWH LGHQWLILHG �� QDWLYH WULEHV WKDW ZHUH JRLQJ WR EH DIIHFWHG E\ WKH ³EODFN
VQDNH�´ UHIHUULQJ WR WKH SLSHOLQH� PRUH QRWDEO\ RI WKHVH WULEHV ZDV WKH *UHDW 6LRX[ 7ULEH �:RRGV�
������ $FFRUGLQJ WR :RRGV� WKH ³SURSRVHG SLSHOLQH UXQV GLUHFWO\ WKURXJK D 5RVHEXG 6LRX[ VSLULW
FDPS DQG WKH XQFHGHG WUHDW\ ODQGV RI WKH *UHDW 6LRX[ 1DWLRQ� DV UHFRJQL]HG E\ WKH 7UHDW\ RI )RUW
/DUDPLH RI �����´ LQGLFDWLQJ DQRWKHU FKDOOHQJH IRU ODQG ULJKWV� DV ZKDW KDSSHQHG LQ 6WDQGLQJ
5RFN� 0RUHRYHU� PDQ\ DFWLYLVWV VDZ WKH .H\VWRQH ;/ 3LSHOLQH DV XQQHFHVVDU\ EHFDXVH LW LV DQ
H[WHQVLRQ RI WKH H[LVWLQJ .H\VWRQH SLSHOLQH V\VWHP� $GGLWLRQDOO\� WKH ELJJHVW SUREOHP ZLWK WKH
.H\VWRQH ;/ 3LSHOLQH LV WKDW 7UDQV&DQDGD� WKH FRPSDQ\ OHDGLQJ WKH SLSHOLQH SURMHFW�
VWUDWHJLFDOO\ GHVLJQHG WKH SDWK RI WKH SLSHOLQH WR DYRLG WULEDO ODQG ± ZKLFK SURYHG WR EH GLIILFXOW ±
EXW DQQRXQFHG WKDW WKH\ KDG QR REOLJDWLRQ WR FRQVXOW ZLWK WKH WULEDO QDWLRQV LQ WKH 8QLWHG 6WDWHV
DQG LQVWHDG ZHQW GLUHFWO\ ZLWK ODQGRZQHUV IRU WKH DFTXLVLWLRQ RI ODQG IRU WKH SURMHFW �+DPLOWRQ�
������ 7KLV UHVSRQVH IURP WKH &DQDGLDQ FRPSDQ\ IXHOHG DQ DQJU\ UHVSRQVH IURP SURWHVWHUV�
PDQ\ RI ZKRP LGHQWLILHG DV ,QGLJHQRXV�

,QGLJHQRXV IHPLQLVP DOVR SOD\HG D PDMRU UROH LQ WKH .H\VWRQH SURWHVWV� ,Q OLYH WHOHYLVLRQ�
SURWHVWHUV ZHUH VHHQ WR GLVSOD\ SRVWHUV DQG VWDWH FKDQWV RI WKH IROORZLQJ� ³,W LV RXU WXUQ WR XVH WKH
YRLFHV WKDW WKH FRORQL]HUV XQGHUVWDQG WR VD\ RXU PRWKHU WKH (DUWK KDV ZLWKVWRRG DOO WKDW VKH
VKRXOG HYHU ZLWKVWDQG RQ RXU EHKDOI´ �%URPZLFK� ������ %\ IHPLQL]LQJ DQG FDOOLQJ WKH (DUWK D
PRWKHU� ,QGLJHQRXV JURXSV KDYH GHSLFWHG WKHLU ILJKW LQ GLIIHUHQW ZD\V� ��� E\ SHUVRQLI\LQJ WKH
(DUWK� ,QGLJHQRXV JURXSV KDYH DVVHUWHG WKDW WKH (DUWK LV FDSDEOH RI HPRWLRQ DQG XQGHUVWDQGV
GHJUDGDWLRQ� ��� E\ FDOOLQJ WKH SODQHW D PRWKHU� WKH\ KDYH DWWULEXWHG QXUWXULQJ TXDOLWLHV WR QDWXUH
IRU WKHLU ZD\V RI OLIH DQG E\ GRLQJ VR� WKH\¶YH HVWDEOLVKHG D VKDUHG XQGHUVWDQGLQJ RI WKHLU
UHVSRQVLELOLWLHV WR FDUH IRU QDWXUH DV LW WDNHV FDUH RI WKHP� DQG ��� E\ JHQGHULQJ WKH SODQHW� WKH
WHUP ³0RWKHU (DUWK´ GHSLFWV WKH VWUXJJOH DV DQ DOWHUQDWH WR WKH SDWULDUFKDO DQG FRORQL]LQJ
DWWULEXWHV RI FDSLWDOLVP� 7KXV� WKH XVH RI JHQGHUHG GHVFULSWLRQV RI WKH PRYHPHQW FUHDWHG D
XQLYHUVDO XQGHUVWDQGLQJ DPRQJ ,QGLJHQRXV JURXSV RI WKH SUREOHP DQG SRVVLEOH FDOOV WR DFWLRQ�

$GGLWLRQDOO\� WKLV GHSLFWLRQ RSHQV WKH PRYHPHQW WR D ZKROH SRRO RI SOD\HUV WKDW GRQ¶W QHFHVVDULO\
KDYH ,QGLJHQRXV WLHV� 7KH GHSLFWLRQ RI WKH SLSHOLQH SURWHVWV DV D VWUXJJOH WR VDYH 0RWKHU (DUWK
KDV WXUQHG WKH PRYHPHQW LQWR D ODQG�EDVHG PLVVLRQ� HDVLO\ XQGHUVWRRG E\ HQYLURQPHQWDO
RUJDQL]DWLRQV DV D FRQVHUYDWLRQ JRDO� ,Q RWKHU ZRUGV� LW DOORZHG D VFLHQFH�EDVHG PRYHPHQW �L�H��
HQYLURQPHQWDOLVP� WR XQGHUVWDQG VRPHWKLQJ WKDW LV KHDYLO\ EDVHG LQ FXOWXUH�

&RQFOXVLRQ�

%RWK SURWHVWV SHUWDLQLQJ WR WKH 'DNRWD $FFHVV 3LSHOLQH DQG .H\VWRQH ;/ 3LSHOLQH UHSUHVHQW D
QHZ W\SH RI VRFLDO SURWHVW FDOOHG FRQQHFWLYH DFWLRQ� 8QOLNH FROOHFWLYH DFWLRQ� FRQQHFWLYH DFWLRQ
UHOLHV RQ LQFUHDVLQJO\ IOXLG VRFLDO QHWZRUNV ± ZKLFK LQFOXGHV GLJLWDO SODWIRUPV ± LQVWHDG RI
WUDGLWLRQDO� IRUPDO QHWZRUNV �%HQQHWW 	 6HJHUEHUJ� ������ 7KH FRQQHFWHGQHVV WKDW FRPHV IURP
WHFKQRORJLFDO LQQRYDWLRQV KDV PDGH LW HDVLHU IRU ,QGLJHQRXV JURXSV WR FRQVXOW ZLWK RQH DQRWKHU
DQG SDUWLFLSDWH LQ RQH DQRWKHU¶V PRYHPHQWV DQG DGYRFDF\ HIIRUWV� 7KHUHIRUH� ZH VHH PRUH
³FRQVFLRXV FRQVWLWXHQWV´ IRUPLQJ DQG DLGLQJ LQ WKHVH HIIRUWV� $IWHU DOO� OLEHUDWLRQ IURP WKH
FDSLWDOLVW IUDPHZRUN RI RZQHUVKLS ³FDQ DQG ZLOO RQO\ EH VWUHQJWKHQHG E\ PDNLQJ QHZ UHODWLYHV
DQG SUDFWLFLQJ WUDGLWLRQV RI EHORQJLQJ DQG LQFRUSRUDWLRQ WKDW DUH QRW EDVHG RQ FDSLWDOLVW DQG
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FRORQLDO QRWLRQV RI GLIIHUHQFH� H[FOXVLRQ� VFDUFLW\� DQG FRPSHWLWLRQ´ �<D]]LH 	 %DOG\� ������
/LNH ZLWK PRVW WKLQJV LQ HYHU\GD\ OLIH� ,QGLJHQRXV SHRSOHV VHH WKH ERUGHUV DV D VRFLDO LPDJLQDU\�
WKH\ VHH ZDWHU DV D XQLYHUVDO VWUXJJOH EHFDXVH LW UXQV DQG LQWHUFRQQHFWV DFURVV QDWLRQV�
FRQWLQHQWV� DQG RWKHU PDQ�PDGH ERXQGDULHV RI WHUULWRU\� 7KHUHIRUH� IRU ,QGLJHQRXV SHRSOH� ZDWHU
LV DOVR D FRQQHFWLRQ WKDW EULGJHV GLIIHUHQW FXOWXUHV DQG ZD\V RI OLIH� DQG WKLV SRUWUD\DO RI WKH
VWUXJJOH DOORZHG WKHVH ZDWHU SURWHVWV WR VXFFHHG LQ WKH ZD\ WKDW WKH\ GLG�

%RWK RI WKHVH PRELOL]DWLRQ HIIRUWV SURYLGH XV ZLWK LPSRUWDQW IUDPHZRUNV IRU WKH ,QGLJHQRXV
SROLWLFV RI ZDWHU WKDW FDQ EH XVHG LQ IXWXUH PRELOL]DWLRQ HIIRUWV� 7KH 'DNRWD $FFHVV 3LSHOLQH
ZDWHU SURWHVWV GHPRQVWUDWHG WKH LPSRUWDQFH RI WUHDWLHV E\ VKDSLQJ WKHLU PRYHPHQW DURXQG WKHLU
UHVHUYHG ULJKWV IRU ILVKLQJ� IDUPLQJ� DQG JDWKHULQJ� 8QGHU 8�6� ODZ� WKHVH ULJKWV DSSO\ WR 1DWLYH
$PHULFDQV HYHQ LQ ODQGV WKDW WKH\ GRQ¶W KDYH WLWOH WR� VR E\ FODLPLQJ WKDW WKH OHDNDJH XQGHU WKH
'DNRWD $FFHVV 3LSHOLQH FRXOG LQIOXHQFH WKHVH FXOWXUDO DFWLYLWLHV� WKH FRXQWU\ ZLOO EH IRUFHG WR DFW�
HVSHFLDOO\ LI WKH 6LRX[ QDWLRQV GHFLGH WR SUHVVXUH WKH %LGHQ DGPLQLVWUDWLRQ WR FORVH WKH 'DNRWD
$FFHVV 3LSHOLQH IRU JRRG� ,Q WKH .H\VWRQH ;/ SURWHVWV� LW ZDV LPSRUWDQW WR XQGHUVWDQG WKH UROH RI
,QGLJHQRXV IHPLQLVP LQ FKDOOHQJLQJ WKH SDWULDUFKDO PRGHO RI FRORQL]DWLRQ ZKLOH FUHDWLQJ D
GHSLFWLRQ RI QDWXUH DV VHQWLHQW DQG OLYLQJ� 7KLV DOORZHG WKH PRYHPHQW WR FUHDWH D VHQVH RI VKDUHG
UHVSRQVLELOLW\ WR SURWHFW WKH ZDWHU UHVRXUFHV WKDW ZHUH OLNHO\ WR EH WDLQWHG E\ WKH .H\VWRQH ;/
SURMHFW�

0RUH VR� ERWK SURMHFWV KDYH VKDUHG VLPLODULWLHV� )RU LQVWDQFH� ERWK KDYH EHHQ JUHDWO\ DIIHFWHG E\
WKH SROLWLFDO SDUWLVDQ GLYLGH WKDW LV SUHYDOHQW LQ $PHULFDQ SROLWLFV� 7KH 2EDPD� 7UXPS� DQG %LGHQ
DGPLQLVWUDWLRQV KDYH KLJKOLJKWHG WKH HDV\ UHYHUVDOV RI GHFLVLRQV UHJDUGLQJ WKH .H\VWRQH ;/
3LSHOLQH� $GGLWLRQDOO\� WKH 7UXPS DGPLQLVWUDWLRQ DSSURYHG WKH ILQDO FRQVWUXFWLRQ RI WKH 'DNRWD
$FFHVV 3LSHOLQH GHVSLWH VHULRXV SXEOLF GLVDSSURYDO RI WKH SURMHFW� (QYLURQPHQWDOLVP LQ WKH
8QLWHG 6WDWHV KDV EHHQ D 'HPRFUDWLF SROLF\ IRU GHFDGHV DQG LW ZRXOG EH LPSRUWDQW IRU ,QGLJHQRXV
JURXSV WR WDNH DGYDQWDJH RI WKH %LGHQ DGPLQLVWUDWLRQ WR SXVK IRU WKH FORVXUHV RI RWKHU SLSHOLQHV�
HVSHFLDOO\ DV 3UHVLGHQW %LGHQ FODLPHG WKDW WKH .H\VWRQH ;/ 3LSHOLQH GRHV QRW PDWFK KLV SROLF\
LQLWLDWLYHV� /DVWO\� SROLWLFDO HQJDJHPHQW ZRXOG EH FUXFLDO LQ IXWXUH HOHFWLRQV DV WKH PDLQWHQDQFH
RI 'HPRFUDWLF FRQWURO LQ WKH SUHVLGHQF\ DQG OHJLVODWXUH LV FRQVHTXHQWLDO IRU HQYLURQPHQWDO
SROLF\� ZKLFK DV HVWDEOLVKHG LQ WKLV DQDO\VLV� DIIHFWV ,QGLJHQRXV ULJKWV� 7KXV� LW LV LPSRUWDQW WR
NHHS LQ PLQG WKDW HOHFWRUDO MXVWLFH DQG WKH SURWHFWLRQ RI YRWLQJ ULJKWV DUH MXVW DV FUXFLDO WRZDUGV
WKH ILJKW IRU HQYLURQPHQWDO MXVWLFH DQG ,QGLJHQRXV VRYHUHLJQW\�
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5HIHUHQFHV�

$PVWHU� 5� ������� )URP WKH +HDGZDWHUV WR WKH *UDVVURRWV &RRSHUDWLYH 5HVRXUFH 0DQDJHPHQW
DV D 3DUDGLJP RI 1RQYLROHQFH� ,Q 5� $PVWHU 	 (� 1GXUD� ([SORULQJ WKH 3RZHU RI
1RQYLROHQFH� 3HDFH� 3ROLWLFV� DQG 3UDFWLFH �SS� ��������� 6\UDFXVH� 6\UDFXVH 8QLYHUVLW\
3UHVV�

%HQQHWW� :� /� 	 6HJHUEHUJ� $� ������� 7KH /RJLF RI &RQQHFWLYH $FWLRQ� 'LJLWDO 0HGLD DQG WKH
3HUVRQDOL]DWLRQ RI &RQWHQWLRXV 3ROLWLFV� ,QIRUPDWLRQ� &RPPXQLFDWLRQ 	 6WUDWHJ\� ������
��������

%URPZLFK� 5� -� ������� 0RWKHU (DUWK LQ (QYLURQPHQWDO $FWLYLVP� ,QGLJHQHLW\� 0DWHUQDO
7KLQNLQJ� DQG $QLPLVP LQ WKH .H\VWRQH 3LSHOLQH 'HEDWH� ,Q 5� -� %URPZLFK� HW DO�
(QYLURQPHQWDO $FWLYLVP DQG WKH 0DWHUQDO� 0RWKHUV DQG 0RWKHU (DUWK LQ $FWLYLVP DQG
'LVFRXUVH� 'HPHWHU 3UHVV�

'HHP� $� ������� 0HGLDWHG ,QWHUVHFWLRQV RI (QYLURQPHQWDO DQG 'HFRORQLDO 3ROLWLFV LQ WKH 1R
'DNRWD $FFHVV 3LSHOLQH 0RYHPHQW� 7KHRU\� &XOWXUH 	 6RFLHW\� ������ ��������

*LOOLHV� 5� ������� .H\VWRQH ;/ 3LSHOLQH +DOWHG DV %LGHQ 5HYRNHV 3HUPLW� $3$ 1HZV�
KWWSV���DSQHZV�FRP�DUWLFOH�MRH�ELGHQ�DOEHUWD��IEFFH�����I�F��F�DH�I�I�����D�G

+DPLOWRQ� 7� ������� 7KH 9LUWXHV RI 8QFHUWDLQW\�� /HVVRQV IURP WKH /HJDO %DWWOHV RYHU WKH
.H\VWRQH ;/ 3LSHOLQH� 9HUPRQW -RXUQDO RI (QYLURQPHQWDO /DZ� ������ ��������

-RKQVRQ� $� $� ������� 7KH 5LYHU *UHZ 7LUHG RI 8V� 6SHFWUDO )ORZV $ORQJ WKH 0HNRQJ 5LYHU�
-RXUQDO RI (WKQRJUDSKLF 7KHRU\� ����� ��������

0DFOHQQDQ� &� $� ������� :DL� ,QGLJHQRXV :DWHU� ,QGLJHQRXV :DWHU LQ +DZDL
L� 2UJDQL]DWLRQ 	
(QYLURQPHQW� ������ ��������

0DUORZH� 6� 	 $UPVWURQJ� -� ������� ,QGLJHQRXV :DWHU *RYHUQDQFH DQG 5HVLVWDQFH� $ 6\LO[
3HUVSHFWLYH� ,Q -� :DJQHU� 7KH 6RFLDO /LIH RI :DWHU �SS� ��������� 2[IRUG� %HUJKDKQ
%RRNV� ��������

0HQJGHQ ,9� :� +� ������� ,QGLJHQRXV 3HRSOH� +XPDQ 5LJKWV� DQG &RQVXOWDWLRQ� 7KH 'DNRWD
$FFHVV 3LSHOLQH� $PHULFDQ ,QGLDQ /DZ 5HYLHZ� ������ ��������

2OLYHUD� 2� 	 /HZLV� 7� ������� 3ULYDWL]DWLRQ� 2UJDQL]DWLRQ� :DU� ,Q £&RFKDEDPED�� :DWHU :DU
LQ %ROLYLD �SS� ������ %RVWRQ� 6RXWK (QG 3UHVV�

3HOORZ� '� ������� &ULWLFDO (QYLURQPHQWDO -XVWLFH 6WXGLHV� ,Q :KDW LV &ULWLFDO (QYLURQPHQWDO
-XVWLFH" �SS� ������� &DPEULGJH� 3ROLW\ 3UHVV�

3HxD� '� *� ������� (QGDQJHUHG /DQGVFDSHV DQG 'LVDSSHDULQJ 3HRSOHV� ,GHQWLW\� 3ODFH� DQG
&RPPXQLW\ LQ (FRORJLFDO 3ROLWLFV� ,Q -� $GDPVRQ� 7KH (QYLURQPHQWDO -XVWLFH 5HDGHU
�SS� ������� 7XVFRQ� 7KH 8QLYHUVLW\ RI $UL]RQD 3UHVV�

3HxD� '� *� ������� 7LHUUD \ 9LGD� &KLFDQR (QYLURQPHQWDO -XVWLFH 6WUXJJOHV LQ WKH 6RXWKZHVW� ,Q
5� '� %XOODUG� 7KH 4XHVW IRU (QYLURQPHQW -XVWLFH� +XPDQ 5LJKWV DQG WKH 3ROLWLFV RI
3ROOXWLRQ �SS� ��������� 6DQ )UDQFLVFR� 6LHUUD &OXE %RRNV�

3RZ\V�:K\WH� .� ������� 7KH 'DNRWD $FFHVV 3LSHOLQH� (QYLURQPHQWDO ,QMXVWLFH� DQG 8�6�
&RORQLDOLVP� 5HG ,QN� ������ ��������

&XUD 7HUUD 6SULQJ ����



0HDQLQJ� 6WUXJJOH� 	 WKH )XWXUH RI 'HFRORQL]DWLRQ� )ORUHV ��
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:ROIOH\� -�� ����� 0QL :LFRQL� 7ULEDO 6RYHUHLJQW\� DQG 7UHDW\ 5LJKWV� /HVVRQV IURP WKH 'DNRWD
$FFHVV 3LSHOLQH� ,Q 5� 6DOWHU� &� *� *RQ]DOH] 	 (� $� .� :DUQHU� (QHUJ\ -XVWLFH 86 DQG
,QWHUQDWLRQDO 3HUVSHFWLYHV �SS� ��������� &KHOWHQKDP� (GZDUG (GJDU 3XEOLVKLQJ
/LPLWHG�

:RRGV� &� ������� 7KH *UHDW 6LRX[ 1DWLRQ Y� 7KH %ODFN 6QDNH� 1DWLYH $PHULFDQ 5LJKWV DQG WKH
.H\VWRQH ;/ 3LSHOLQH� %XIIDOR +XPDQ 5LJKWV 5HYLHZ� ������ ������

<D]]LH� 0� 	 %DOG\� &� 5� ������� ,QWURGXFWLRQ� ,QGLJHQRXV 3HRSOHV DQG WKH 3ROLWLFV RI :DWHU�
'HFRORQL]DWLRQ� ,QGLJHQLW\� (GXFDWLRQ 	 6RFLHW\� ����� �����
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&XUD 7HUUD

7KH ,QFRPSDWLELOLW\ %HWZHHQ %XVLQHVV DQG 6XVWDLQDELOLW\�
:K\ &ORWKLQJ &RPSDQLHV *UHHQZDVK

-HQQ\ =KDQJ

$FDGHPLF (GLWRU� 5XKLH 5DSROX

,QVWLWXWLRQ� 1HZ <RUN 8QLYHUVLW\

$EVWUDFW� $V RQH RI WKH PRVW KDUPIXO LQGXVWULHV WR WKH HQYLURQPHQW� WKH IDVKLRQ LQGXVWU\ KDV
EHHQ DWWHPSWLQJ WR SXUVXH PRUH HFR�IULHQGO\ SUDFWLFHV� HVSHFLDOO\ VLQFH WKHLU FRQVXPHUV DUH PRUH
DWWUDFWHG WR SURGXFWV ODEHOHG DV ³VXVWDLQDEOH�´ +RZHYHU� IDVKLRQ FRPSDQLHV¶ ODFN RI WUDQVSDUHQF\
DQG DPELJXLW\ OHDGV WKHP WR JUHHQZDVK� ZKHWKHU FRQVFLRXVO\ RU DFFLGHQWDOO\� ,Q WKLV SURMHFW� ,
UHVHDUFK WKUHH FORWKLQJ FRPSDQLHV± ,QGLWH[� .HUOLQJ� DQG 3DWDJRQLD± DQG FRPSDUH WKHLU
FRQVXPSWLRQ� SUDFWLFHV� DQG OHYHO RI WUDQVSDUHQF\� :KLOH .HUOLQJ FRQVXPHV OHVV WKDQ ,QGLWH[� WKH
ODUJH GLIIHUHQFH LV QRW RQO\ D UHVXOW RI WKH IRUPHU DFWLYHO\ WU\LQJ WR EHFRPH PRUH VXVWDLQDEOH� EXW
DOVR WKH IDFW WKDW WKH\ DUH D OX[XU\ EUDQG DQG KDYH WKH PRQH\ DQG EUDQGLQJ WR GR VR� , FRQFOXGH
WKDW ZKLOH DOO FRPSDQLHV DUH WU\LQJ WR EH PRUH HQYLURQPHQWDOO\ VRXQG� 3DWDJRQLD VXFFHHGV LQ WKLV
WKH PRVW EHFDXVH RI LWV KLJK OHYHO RI WUDQVSDUHQF\ LQ WKH PDWHULDOV WKH\ XVH DQG SUDFWLFHV WKH\
HQDFW� +RZHYHU� 3DWDJRQLD DOVR UHYHDOV WKDW WKH\ FDQQRW UHGXFH WKHLU IRRWSULQW ZKHQ WKHLU VDOHV
LQFUHDVH� VKRZFDVLQJ WKH GLIILFXOW\ RI PD[LPL]LQJ SURILW ZKLOH DOVR EHLQJ VXVWDLQDEOH� 7KRXJK
WKHUH DUH PDQ\ SRVVLEOH VROXWLRQV WKDW IDVKLRQ FRPSDQLHV FDQ WU\ WR H[HFXWH� WKH\ DOO FRQWDLQ
VRPH XQUHDOLVWLF DVSHFWV WKDW FRXOG OHDG WR PRUH SUREOHPV�

.H\ZRUGV� IDVKLRQ� VXVWDLQDELOLW\� FRQVXPSWLRQ� WUDQVSDUHQF\

,QWURGXFWLRQ�

$ PDQ ZDONV LQWR +	0 WR EX\ D EODFN W�VKLUW DQG FKRRVHV EHWZHHQ WZR LGHQWLFDO�ORRNLQJ
RSWLRQV� RQH LV ���� WKH RWKHU LV ���� EXW WKH PRUH H[SHQVLYH VKLUW KDV D ODEHO WKDW VD\V LW LV
VXVWDLQDEOH� +H GHFLGHV WR VSHQG DQ H[WUD �� WR EH PRUH HQYLURQPHQWDOO\ IULHQGO\ DQG EX\V WKH
ODWWHU RSWLRQ� 7KH PDQ IHHOV JRRG DERXW KLV SXUFKDVH EHFDXVH KH EHOLHYHV WKDW KH LV KHOSLQJ WKH
SODQHW� DQG \HW� KH KDV QR LGHD ZKDW WKHVH H[WUD �� DUH IRU� ,V LW WR SD\ IRU WKH UHF\FODEOH PDWHULDOV
WKDW WKH VKLUW LV PDGH RI" 'RHV LW KHOS SURYLGH VDIHU ZRUNLQJ FRQGLWLRQV DQG EHWWHU VDODULHV WR WKH
FORWKLQJ FRPSDQ\¶V HPSOR\HUV" 2U LV WKH FRPSDQ\ XVLQJ WKH H[WUD PRQH\ WR SD\ IRU WKH FDUERQ
WD[" :KDW GRHV WKH VXVWDLQDEOH ODEHO PHDQ DQG ZKHUH GRHV WKH PRQH\ JR" :H GRQ¶W NQRZ DQG
WKH LQIRUPDWLRQ LV QRW GLVFORVHG E\ WKH EUDQG�

)URP VWDUWXSV WR ODUJH EUDQGV� PDQ\ FORWKLQJ FRPSDQLHV PDUNHW WKHPVHOYHV DQG WKHLU SURGXFWV DV
VXVWDLQDEOH LQ RUGHU WR JDLQ PRUH SURILW HYHQ WKRXJK WKH\ DUH QRW DV JUHHQ DV WKH\ FODLP WKH\ DUH�
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,Q ����� 1<8 6WHUQ¶V &HQWHU IRU 6XVWDLQDEOH %XVLQHVV IRXQG WKDW ��� RI FRQVXPHU SDFNDJHG
JRRGV �&3*� JURZWK IURP ���� WR ���� FDPH IURP VXVWDLQDELOLW\�PDUNHWHG SURGXFWV �:KHODQ 	
.URQWKDO�6DFFR� ������ PHDQLQJ WKDW HLWKHU WKHUH DUH PRUH LWHPV PDUNHG DV VXVWDLQDEOH RU WKDW
FRQVXPHUV DUH DFWLYHO\ WU\LQJ WR EX\ SURGXFWV WKDW DUH HFR�IULHQGO\� +RZHYHU� WKLV OHDGV WR WKH
SUREOHP RI JUHHQZDVKLQJ± WKH DFW RI D FRPSDQ\ SURYLGLQJ PLVOHDGLQJ LQIRUPDWLRQ DERXW KRZ
HQYLURQPHQWDOO\ VRXQG WKHLU SURGXFWV DUH �.HQWRQ ������ ,Q WKLV HVVD\� , ZLOO DUJXH WKDW DOWKRXJK
JUHHQZDVKLQJ DQG SHUIRUPDWLYH HQYLURQPHQWDOLVP DUH KDUPIXO WR WKH SODQHW� LW LV GLIILFXOW IRU
FORWKLQJ EXVLQHVVHV WR WUXO\ ODEHO WKHPVHOYHV DQG WKHLU SURGXFWV DV VXVWDLQDEOH EHFDXVH RI WKHLU
REOLJDWLRQ WR VDWLVI\ WKHLU FRQVXPHUV¶ KLJK GHPDQGV ZKLOH DOVR PD[LPL]LQJ WKHLU SURILWV� 7KH
IDVKLRQ LQGXVWU\ LV DFWLYHO\ WU\LQJ WR UHGXFH LWV SODQHWDU\ LPSDFW� QRQHWKHOHVV� WKH ULJKW DFWLRQV�
UHIRUPV� DQG EDODQFH DUH VWLOO QRW HQRXJK IRU PDQ\ FRPSDQLHV WR GHYHORS LQWR ZKDW WKH\ PDUNHW
WKHPVHOYHV DV RU ZKDW WKH\ DLP WR DFKLHYH�

8VLQJ VWDWLVWLFV DQG GDWD RQ WKH IDVKLRQ LQGXVWU\ DV D ZKROH� LW LV HYLGHQW WKDW LW LV RQH RI WKH
ODUJHVW PDUNHWV DURXQG WKH ZRUOG� ZKLFK DOVR FUHDWHV WKH PRVW QHJDWLYH LPSDFW RQ WKH
HQYLURQPHQW� $FFRUGLQJ WR %ORRPEHUJ DUWLFOH ³7KH *OREDO *OXW RI &ORWKLQJ LV DQ
(QYLURQPHQWDO &ULVLV�´ WKH 8�6� WKURZV DZD\ XS WR ���� PLOOLRQ WRQV RI WH[WLOH ZDVWH DQQXDOO\�
ZKLFK LV DERXW ����� SLHFHV RI FORWKLQJ SHU VHFRQG �'RWWOH DQG *X ������ .HHSLQJ LQ PLQG WKDW
WKLV LV VROHO\ RQH FRXQWU\� WKH DPRXQW RI FORWKLQJ WKURZQ DZD\ LQ WKH ZRUOG LV VLJQLILFDQWO\ PRUH
FRQFHUQLQJ� 0RUHRYHU� VWXGLHV KDYH VKRZQ WKDW SHRSOH WKURZ RXW FORWKLQJ DIWHU ZHDULQJ WKHP DQ
DYHUDJH RI � WR �� WLPHV� UHVXOWLQJ LQ ��� RI FORWKHV HQGLQJ XS LQFLQHUDWHG RU LQ ODQGILOOV �'RWWOH
DQG *X ������ 6LQFH WKULIWLQJ DQG EX\LQJ VHFRQG�KDQG FORWKHV IURP DSSV VXFK DV 'HSRS DQG
3RVKPDUN KDV EHFRPH WUHQG\� RQH PLJKW EH FRQIXVHG DV WR KRZ VXFK DQ DEXQGDQW DPRXQW RI
FORWKHV HQG XS LQ ZDVWH� 8QIRUWXQDWHO\� WKH WUXWK LV WKDW WKH PDMRULW\ RI WKHVH FORWKHV GR QRW VHOO
DQG HQG XS LQ ODQGILOOV �3XFNHU ������

,Q DGGLWLRQ� WKH IDVKLRQ LQGXVWU\ DFFRXQWV IRU ��� RI WKH JOREDO FDUERQ GLR[LGH RXWSXW� ZKLFK LV
PRUH WKDQ LQWHUQDWLRQDO IOLJKWV DQG VKLSSLQJ FRPELQHG� DFFRUGLQJ WR WKH 8QLWHG 1DWLRQV
(QYLURQPHQW 3URJUDPPH �'RWWOH DQG *X ������ ,QGLVSXWDEO\� WKHVH QXPEHUV DUH VLJQLILFDQWO\
WRR KLJK IRU DQ LQGXVWU\ WKDW LV WU\LQJ WR UHGXFH LWV IRRWSULQW� .HQQHWK 3� 3XFNHU� IRUPHU FKLHI
RSHUDWLQJ RIILFHU RI 7LPEHUODQG� VWDWHV WKDW ³WKH IDVKLRQ LQGXVWU\ KDV IDLOHG WR OHVVHQ LWV
HQYLURQPHQWDO LPSDFW�´ DUJXLQJ WKDW FRPSDQLHV DUH QRW WUDQVSDUHQW HQRXJK� UHF\FOLQJ GRHV OLWWOH
WR OLPLW HQYLURQPHQWDO GDPDJH� ELR�EDVHG PDWHULDOV DUH WRR H[SHQVLYH� DQG WKDW QHZ EXVLQHVV
PRGHOV VXFK DV WKULIWLQJ DQG UHQWLQJ DUH QRW HIIHFWLYH HQRXJK ������� ,I LW ZHUH HDVLHU DQG
FKHDSHU IRU FORWKLQJ FRPSDQLHV WR EHFRPH PRUH HFR�IULHQGO\� WKHQ WKH\ ZRXOG QRW EH
JUHHQZDVKLQJ WKHLU FRQVXPHUV�

7KH $PELJXLW\ RI WKH :RUG ³6XVWDLQDEOH´�

7KH ILUVW SUREOHP WKDW OHDGV WR JUHHQZDVKLQJ LQ WKH IDVKLRQ LQGXVWU\ LV WKH PLVFRQFHSWLRQ RI
ZKDW WKH ZRUG ³VXVWDLQDEOH´ PHDQV� 1DWXUDOO\� FRQVXPHUV ZRXOG DVVXPH WKDW EHLQJ VXVWDLQDEOH
PHDQV LW LV EHWWHU IRU WKH SODQHW� EXW LQ ZKDW ZD\" 'RHV LW PHDQ SURGXFLQJ OHVV FDUERQ" +RZ
PXFK FDUERQ LV FRQVLGHUHG VXVWDLQDEOH" 2U GRHV LW PHDQ WKH LWHP LV PDGH RXW RI QDWXUDO DQG
UHF\FODEOH PDWHULDOV" :K\ DUH WKHVH PDWHULDOV VXSSRVHGO\ VXVWDLQDEOH" 6LQFH PRVW FRPSDQLHV GR
QRW GLVFORVH WKLV LQIRUPDWLRQ LQ WKHLU PDUNHWLQJ� FXVWRPHUV DUH JUHHQZDVKHG LQWR WKLQNLQJ WKH\
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DUH EX\LQJ HFR�IULHQGO\ SURGXFWV ZLWKRXW NQRZLQJ KRZ WKH\ DUH VXSSRVHGO\ KHOSLQJ WKH
HQYLURQPHQW�

*HQHUDOO\� VXVWDLQDELOLW\ FRQVLVWV RI ILYH IDFWRUV� HQYLURQPHQWDO� HPSOR\PHQW� VRFLDO� ILQDQFLDO�
DQG JRYHUQDQFH� OHDGLQJ WR WKH LVVXH RI ZKHWKHU WKH GHILQLWLRQ VKRXOG LQFOXGH MXVW RQH RI WKHVH
HOHPHQWV� D FRPELQDWLRQ RI WKHP� RU DOO ILYH �-DFREV ������ 6LQFH EUDQGLQJ WKHPVHOYHV DV
VXVWDLQDEOH LV DQ LQFHQWLYH IRU PRUH FXVWRPHUV� LW PDNHV VHQVH IRU PRVW EXVLQHVVHV WR RQO\
HQFRPSDVV RQH DVSHFW RI WKH ILYH LQ WKHLU SUDFWLFHV� +RZHYHU� WKLV PHDQV WKDW ZKLOH RQH
FRPSDQ\ FRXOG EH H[WUHPHO\ GHYRWHG WR EHLQJ VXVWDLQDEOH DQG LPSOHPHQWLQJ DOO ILYH
GLPHQVLRQV LQWR WKHLU SUDFWLFHV� DQRWKHU FRPSDQ\ FRXOG EH IXOILOOLQJ RQO\ RQH� 7KH PDMRULW\ RI
WKH WLPH� WKH FRPSDQ\ ZRXOG QRW EH WUDQVSDUHQW HQRXJK IRU FRQVXPHUV WR WHOO� 'LVUHJDUGLQJ WKH
DPRXQW RI HIIRUW DQG FKDQJH EHLQJ PDGH LQ HDFK FRPSDQ\� ERWK EXVLQHVVHV ZRXOG ODEHO
WKHPVHOYHV DV ³VXVWDLQDEOH´ DQG DWWUDFW PRUH FXVWRPHUV EHFDXVH RI KRZ EURDG DQG DPELJXRXV
WKH WHUP LV� 7KHUHIRUH� EXLOGLQJ D FRQVHQVXV DURXQG ZKDW EHLQJ ³VXVWDLQDEOH´ PHDQV LQVWHDG RI
KDYLQJ D YDULDEOH GHILQLWLRQ ZRXOG SRVH IHZHU ULVNV IRU JUHHQZDVKLQJ� .HHSLQJ LQ PLQG ZKDW
WKH ZRUG ³VXVWDLQDEOH´ FRXOG H[HPSOLI\ DQG KRZ WKLV FRXOG OHDG WR DFFXVDWLRQV RI
JUHHQZDVKLQJ� RQH FDQ ORRN LQWR ZKHWKHU RU QRW IDVKLRQ FRPSDQLHV DUH YHULWDEO\ EHFRPLQJ OHVV
KDUPIXO WR WKH HQYLURQPHQW�

*HQHUDO ,PSURYHPHQWV LQ WKH )DVKLRQ ,QGXVWU\�

$OWKRXJK WKHUH DUH VLJQLILFDQW LVVXHV LQ WKH IDVKLRQ LQGXVWU\ WKDW JUHDWO\ LPSDFW WKH FOLPDWH DQG
PXVW EH VROYHG� WKH LQGXVWU\ LV JHQHUDOO\ WU\LQJ WR LPSURYH LWV SUDFWLFHV� (VSHFLDOO\ VLQFH D
%RVWRQ &RQVXOWLQJ *URXS WKDW VXUYH\HG FRQVXPHUV LQ ILYH FRXQWULHV IRXQG WKDW ³��� RI
FRQVXPHUV DUH UHDG\ WR VZLWFK IURP WKHLU SUHIHUUHG EUDQG WR DQRWKHU EHFDXVH LW FUHGLEO\ VWDQGV
IRU SRVLWLYH HQYLURQPHQWDO´ �9LULMHYLF�-RYDQRYLF HW DO� ������ FRPSDQLHV KDYH D JUHDWHU LQFHQWLYH
WR EHFRPH PRUH HQYLURQPHQWDOO\ IULHQGO\� )XUWKHUPRUH� WKH DGYDQFHPHQWV PDGH E\ FORWKLQJ
FRPSDQLHV FDQ EH VHHQ ZLWK WKH 3XOVH 6FRUH± D VFRUH IURP � WR ��� WKDW PHDVXUHV DQG WUDFNV WKH
VXVWDLQDELOLW\ RI WKH JOREDO IDVKLRQ LQGXVWU\ LQ NH\ HQYLURQPHQWDO DQG VRFLDO LPSDFW DUHDV± DQG
UHYHDOV WKDW WKH IDVKLRQ LQGXVWU\ LV QRW QHFHVVDULO\ IDLOLQJ WR EHFRPH PRUH HQYLURQPHQWDOO\ VRXQG
�9LULMHYLF�-RYDQRYLF HW DO� ������ )URP ���� WR ����� WKH 3XOVH 6FRUH LQFUHDVHG IURP �� WR ���
ZKLFK LV D VLJQLILFDQW LPSURYHPHQW �9LULMHYLF�-RYDQRYLF HW DO� ������ 6LQFH WKHVH QXPEHUV DUH
UHODWLYHO\ ORZ RQ WKH VFDOH� WKHUH LV PXFK URRP IRU LPSURYHPHQW DQG RSSRUWXQLW\ IRU WKH LQGXVWU\
WR EHFRPH PRUH VXVWDLQDEOH� +RZHYHU� WKLV OHDGV WR WKH TXHVWLRQ RI KRZ KLJK WKH IDVKLRQ LQGXVWU\
FDQ UHDOLVWLFDOO\ PDNH WKHLU 3XOVH 6FRUH�

$QDO\]LQJ )DVKLRQ &RPSDQLHV� ,QGLWH[� .HUOLQJ� DQG 3DWDJRQLD�

6XVWDLQDEOH LPSURYHPHQWV FDQ EH VHHQ ZKHQ GLYLQJ GHHSHU LQWR WKH LPSDFW UHSRUW RI IDVKLRQ
FRPSDQLHV� ,QGLWH[ LV D 6SDQLVK PXOWLQDWLRQDO FORWKLQJ FRPSDQ\ DQG WKH ELJJHVW IDVW IDVKLRQ
JURXS LQ WKH ZRUOG� 7KHLU EUDQGV LQFOXGH =DUD� %HUVKND� 6WUDGLYDULXV� 2\VKR� 3XOO	%HDU�
0DVVLPR 'XWWL� 8WHUT�H� DQG /HIWLHV� DQG DUH NQRZQ IRU VDWLVI\LQJ WKHLU FXVWRPHUV ZLWK WUHQG\
DUWLFOHV RI FORWKLQJ DQG FKHDS SULFHV� $V D IDVW�IDVKLRQ FRPSDQ\� LW LV GLIILFXOW WR GHYHORS
FORWKLQJ TXLFNO\ ZKLOH DOVR UHGXFLQJ FRQVXPSWLRQ DQG EHLQJ WUDQVSDUHQW� 7KHLU DQQXDO UHSRUW
VWDWHV WKDW JOREDO HQHUJ\ FRQVXPSWLRQ KDV GHFUHDVHG WR ��� PLOOLRQ JLJDMRXOHV LQ ����±
VXEVWDQWLDOO\ OHVV WKDQ WKH � PLOOLRQ *-V FRQVXPHG LQ ���� �,QGLWH[ ������ $GGLWLRQDOO\� WKH
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LQFUHDVH LQ VXVWDLQDEOH FRWWRQ DOPRVW GRXEOHG IURP �� WKRXVDQG WRQQHV LQ ���� WR �� WKRXVDQG
WRQQHV LQ ���� �,QGLWH[ ������ 7KLV FRXOG LPSO\ WKDW ,QGLWH[ LV WUXO\ DWWHPSWLQJ WR XVH PRUH
VXVWDLQDEOH PDWHULDOV LQ WKHLU FORWKLQJ� +RZHYHU� WKH IDFW WKDW WKH\ GR QRW GLVFORVH WKH SHUFHQWDJH
RI VXVWDLQDEOH FRWWRQ XVHG FRPSDUHG WR RWKHU PDWHULDOV XVHG FRXOG PHDQ WKDW WKRVH PDWHULDOV DUH
DOVR LQFUHDVLQJ� ZKLFK ZRXOG QRW PDNH ,QGLWH[ VHHP DV HQYLURQPHQWDOO\ VRXQG DV LW DSSHDUV WR
EH� )XUWKHUPRUH� QR RQH NQRZV H[DFWO\ ZKDW ³VXVWDLQDEOH FRWWRQ´ PHDQV EHFDXVH ,QGLWH[ LV QRW
WUDQVSDUHQW� EULQJLQJ EDFN WKH LVVXH RI WKH DPELJXLW\ RI WKH ZRUG ³VXVWDLQDEOH�´ 7KHUH DUH DOVR
IHZHU LQVSHFWLRQV� GRZQ PRUH WKDQ ������ IURP ���� WR ���� ZKLFK OHDGV WR WKH TXHVWLRQ RI
ZKHWKHU WKH\ DUH DFWXDOO\ FKHFNLQJ WR VHH LI LWHPV DUH OHVV VXVWDLQDEOH RU QRW �,QGLWH[ ������
7KXV� ZKLOH ,QGLWH[ LV JHQHUDOO\ UHGXFLQJ LWV FDUERQ IRRWSULQW� VRPH RI WKH VWDWLVWLFV DQG XVH RI
ODQJXDJH LQ LWV DQQXDO UHSRUW UHPDLQ HTXLYRFDO�

2Q WKH FRQWUDU\� OX[XU\ EUDQGV GR QRW KDYH WKH VDPH SUHVVXUH WR FUHDWH FORWKLQJ TXLFNO\ ZKLOH
DOVR EHLQJ FKHDS� PDNLQJ LW HDVLHU IRU WKHP WR LQFRUSRUDWH VXVWDLQDEOH SUDFWLFHV� 6LQFH PDQ\
FRQVXPHUV DUH IL[DWHG RQ WKH EUDQG DQG ZRXOG EX\ FHUWDLQ SURGXFWV EHFDXVH RI WKHLU ODEHO RI
EHLQJ OX[XULRXV� WKHVH EUDQGV DUH OHVV VXVFHSWLEOH WR PDUNHWLQJ WKHPVHOYHV DV VXVWDLQDEOH EHFDXVH
SHRSOH ZRXOG SXUFKDVH WKHLU SURGXFWV UHJDUGOHVV RI WKH HQYLURQPHQWDO LPSDFW� 8VLQJ WKH
8QLYHUVDO 5HJLVWUDWLRQ 'RFXPHQW RI .HULQJ± D OX[XU\ JURXS WKDW LQFOXGHV EUDQGV VXFK DV *XFFL�
6DLQW /DXUHQW� %RWWHJD 9HQHWD� %DOHQFLDJD� DQG $OH[DQGHU 0F4XHHQ² WKH GLIIHUHQFH EHWZHHQ
WKH LPSDFW RI OX[XU\ EUDQGV DQG IDVW IDVKLRQ EUDQGV RQ WKH HQYLURQPHQW EHFRPHV DSSDUHQW�
:KLOH WKH\ GRQ¶W KDYH DOO WKH H[DFW GDWD DV VHHQ LQ ,QGLWH[� WKH\ VWDWH� ³����� RI RXU HOHFWULFLW\ LV
JUHHQ� FRQWULEXWLQJ WR WKH ����� GHFUHDVH LQ RXU &2� HPLVVLRQV OLQNHG WR HQHUJ\ FRQVXPSWLRQ
VLQFH ����� ��� RI RXU UDZ PDWHULDOV ZLWK SRWHQWLDO IRU FLUFXODULW\ DUH DOUHDG\ FLUFXODU� DQG ���
RI RXU NH\ UDZ PDWHULDOV DUH DOLJQHG ZLWK RXU .HULQJ 6WDQGDUGV´ �.HULQJ ������ $JDLQ� EHFDXVH
WKH\ GRQ¶W VWDWH ZKDW ³JUHHQ´ RU ZKDW WKHLU ³.HULQJ 6WDQGDUGV´ DUH� WKH FRQVXPHU LV OHIW
REOLYLRXV RI KRZ VXVWDLQDEOH WKH SURGXFWV WKH\ DUH EX\LQJ DUH�

)LJXUH �� 7RWDO (QHUJ\ &RQVXPHU �0:K� E\ ,QGLWH[ DQG .HUOLQJ LQ 5HFHQW <HDUV
'DWD IURP ,QGLWH[ *URXS $QQXDO 5HSRUW DQG .HULQJ ���� 8QLYHUVDO 5HJLVWUDWLRQ 'RFXPHQW
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$V VHHQ LQ WKH JUDSK DERYH� .HULQJ¶V WRWDO HQHUJ\ XVHG LQ ���� ZDV ��� WKRXVDQG 0:K� ZKLFK
LV OHVV WKDQ 䊕 RI WKH HQHUJ\ FRQVXPHG E\ ,QGLWH[ �.HULQJ ������ 7KHUHIRUH� OX[XU\ EUDQGV DUH
GRLQJ PXFK EHWWHU IRU WKH HQYLURQPHQW� ZKLFK FRXOG EH DQ RXWFRPH RI KRZ PXFK WLPH WKH\ KDYH
WR PDNH SURGXFWV DQG WKH DPRXQW RI PRQH\ WKH\ PDNH� +RZHYHU� WKLV DOVR UHYHDOV DQ DVSHFW RI
FOLPDWH LQMXVWLFH EHFDXVH WKH FRQVXPHUV ZKR KDYH HQRXJK PRQH\ WR EX\ SURGXFWV IURP OX[XU\
EUDQGV DUH EX\LQJ PRUH HQYLURQPHQWDOO\ VRXQG SURGXFWV E\ GHIDXOW� 0HDQZKLOH� WKH SHRSOH ZKR
DUH QRW IRUWXQDWH HQRXJK WR SD\ IRU EUDQGV VXFK DV *XFFL DQG %DOHQFLDJD KDYH WR FRQVXPH FKHDS
FORWKLQJ IURP IDVW IDVKLRQ FRPSDQLHV EHFDXVH WKDW LV WKH RQO\ W\SH RI FORWKLQJ WKH\ FDQ DIIRUG�
DQG DV D UHVXOW� WKH\ DUH VHHQ DV OHVV FDXWLRXV ZLWK WKHLU FRQVXPSWLRQ EHKDYLRUV EHFDXVH WKRVH
EUDQGV DUH SUDFWLFLQJ OHVV VXVWDLQDEOH PHWKRGV� $GGLWLRQDOO\� VLQFH WKH FKHDSHU EUDQGV XVH
FKHDSHU PDWHULDOV� WKH SHRSOH ZKR EX\ WKHLU FORWKLQJ KDYH WR FRQVWDQWO\ UHSODFH WKHLU FORWKHV ZLWK
PRUH FKHDS DQG XQVWDLQDEOH FORWKLQJ� DQG WKH F\FOH JRHV RQ� 2Q WKH RWKHU KDQG� LWHPV IURP
OX[XU\ EUDQGV DUH PRUH OLNHO\ WR UHPDLQ RI JRRG TXDOLW\ IRU D ORQJHU SHULRG RI WLPH� DQG HYHQ LI
WKH\ DUH ³RXW RI VHDVRQ´ DQG WKH RZQHU GRHV QRW ZDQW WKH SURGXFW DQ\PRUH� PRUH SHRSOH DUH
OLNHO\ WR ZDQW WKDW SURGXFW EHFDXVH RI WKH EUDQG VR LW LV OHDVW OLNHO\ IRU WKDW SURGXFW WR HQG XS LQ
ODQGILOOV�

$OWKRXJK OX[XU\ DQG IDVW IDVKLRQ EUDQGV DUH LQKHUHQWO\ GLIIHUHQW� WKH\ DUH VLPLODU LQ WKH ZD\ WKDW
WKH\ DUH QRW HQWLUHO\ FOHDU RQ KRZ WKH\ DUH VXVWDLQDEOH DQG ZKDW WKHLU GHILQLWLRQ RI EHLQJ
VXVWDLQDEOH LV� 0HDQZKLOH� 3DWDJRQLD± D EUDQG NQRZQ IRU SXVKLQJ LWVHOI WR EH DV HQYLURQPHQWDOO\
VRXQG DV SRVVLEOH± LV WUDQVSDUHQW ZLWK LWV PDWHULDOV DQG SURFHVVHV WR EHFRPH PRUH VXVWDLQDEOH�
7KHLU ZHEVLWH FRQWDLQV DQ ³2XU )RRWSULQW´ VHFWLRQ WKDW FOHDUO\ VWDWHV WKH PDWHULDOV WKH\ XVH LQ
WKHLU FORWKLQJ VXFK DV UHF\FOHG FRWWRQ� FDVKPHUH� DQG SRO\HVWHU� DQG KDV D FOLFNDEOH RSWLRQ LQ
ZKLFK WKH\ GLVFORVH LQIRUPDWLRQ DERXW WKDW VSHFLILF PDWHULDO DQG KRZ LW LV EHWWHU IRU WKH
HQYLURQPHQW RU KDUPLQJ LW� )XUWKHUPRUH� WKH ZHEVLWH LQFOXGHV GHWDLOHG GHVFULSWLRQV RI WKH
SURJUDPV DQG LQLWLDWLYHV WKDW ZHUH WDNHQ ZLWK WKHLU HPSOR\HUV DQG WKH NLQGV RI FRQGLWLRQV WKH\
DUH ZRUNLQJ LQ� DFNQRZOHGJLQJ DOO RI WKH VSHFLILF DFWLRQV WKH\ DUH WDNLQJ DQG KRZ WKH\ DUH WU\LQJ
WR EH PRUH VXVWDLQDEOH�

1RW RQO\ GRHV 3DWDJRQLD WHOO WKHLU FRQVXPHUV H[DFWO\ ZKDW WKH\ DUH EX\LQJ DQG WKH HQWLUH SURFHVV
RI ZKHUH WKHLU FORWKHV DUH FRPLQJ IURP� EXW WKH\ DUH DOVR WUDQVSDUHQW ZLWK WKH FKDOOHQJHV WKH\
IDFH WR EHFRPH PRUH HQYLURQPHQWDOO\ VRXQG� ,Q WKH &RUSRUDWLRQ 5HSRUW RI 3DWDJRQLD RI �����
WKH\ QRWH ³ZH DUH ZRUNLQJ WRZDUG EHFRPLQJ D FDUERQ�QHXWUDO FRPSDQ\ DFURVV RXU VXSSO\ FKDLQ�
EXW HYHQ DV ZH PDNH VLJQLILFDQW DGYDQFHV� VXFK DV WKH LQFUHDVHG DGRSWLRQ RI UHF\FOHG PDWHULDOV�
RXU IRRWSULQW LV LQFUHDVLQJ GXH WR RXU JURZWK RI VDOHV´ �3DWDJRQLD ������ 7KH VLJQLILFDQFH RI RQH
RI WKH PRVW VXVWDLQDEOH EUDQGV VWUXJJOLQJ WR IXOILOO LWV PLVVLRQ UHYHDOV WKH FKDOOHQJH RI EHLQJ D
VXFFHVVIXO EXVLQHVV DQG EHLQJ VXVWDLQDEOH DW WKH VDPH WLPH� HLWKHU FRPSDQLHV GRQ¶W KDYH D
VLJQLILFDQW JURZWK LQ VDOHV DQG DUH VXVWDLQDEOH RU WKH\ DUH VXVWDLQDEOH DQG QRW SURILWLQJ DV PXFK�
$V DQ HIIRUW WR UHGXFH WKHLU VDOHV� 3DWDJRQLD UHOHDVHG D EROG %ODFN )ULGD\ DG LQ WKH 1HZ <RUN
7LPHV ZLWK D SKRWR RI WKHLU MDFNHW DQG ODUJH ZRUGV� ³'R 1RW %X\ 7KLV 3URGXFW´ �3DWDJRQLD
������ %\ UHOHDVLQJ WKLV DG� 3DWDJRQLD VWDWHV WKDW LQ RUGHU IRU WKH FRPSDQ\ WR PHHW LWV JRDOV�
IHZHU FRQVXPHUV ZRXOG KDYH WR EX\ LWV SURGXFWV� 7KLV OHDGV WR WKH FRQFOXVLRQ WKDW QR PDWWHU KRZ
PXFK D FRPSDQ\ WULHV WR EH HQYLURQPHQWDOO\ IULHQGO\� LW PXVW FRPSURPLVH VRPH RI LWV VDOHV IRU
WKH HFRV\VWHP RU WKH IDVKLRQ LQGXVWU\ PXVW DGMXVW LWV HQWLUH V\VWHP LQ RUGHU WR WUXO\ KHOS WKH
SODQHW�
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3RVVLEOH 6ROXWLRQV 7DNHQ�

7KH DFWLRQV WKDW PXVW EH WDNHQ WR PDNH FRPSDQLHV ZDQW WR EH PRUH VXVWDLQDEOH ZKLOH DOVR
LQFUHDVLQJ SURILW UHPDLQV D ELW XQFOHDU� KRZHYHU� D FDVH VWXG\ FRQWDLQLQJ LQWHUYLHZV ZLWK � 'XWFK
DQG %HOJLDQ VXVWDLQDEOH FORWKLQJ EUDQGV UHYHDOV KRZ FRPSHWLWLRQ DQG FR�FUHDWLRQ FDQ LQIOXHQFH
KRZ VXVWDLQDEOH WKH\ ZDQW WR EH� 6RPHWLPHV� FRPSHWLWLRQ ZRXOG PDNH FRPSDQLHV ZDQW WR PDNH
WKHLU SURGXFWV PXFK ORZHU WKDQ WKHLU WUXH HFRORJLFDO FRVWV� PHDQLQJ VXVWDLQDELOLW\ LV VRPHWLPHV
VDFULILFHG LQ IDYRU RI HFRQRPLF SURILW �0ROGHUH] ������ $IWHU LQWHUYLHZLQJ HDFK FRPSDQ\ DQG
DVNLQJ ZKHWKHU WKH\ WKLQN WKH\ DUH LQIOXHQFHG E\ FRPSHWLWLRQ LQIOXHQFH WKHLU FRPSHWLWLRQ� WKH
VWXG\ FRQFOXGHV WKDW WKHUH LV QR LQIOXHQFH RQ VXVWDLQDEOH LVVXHV GHULYHG IURP FRPSHWLWRUV� EXW
WKDW HDFK FRPSDQ\ WKLQNV WKDW WKH\ LQIOXHQFH WKHLU FRPSHWLWRUV LQ WKH VXVWDLQDEOH IDVKLRQ
LQGXVWU\� PDNLQJ WKLV FRQFOXVLRQ VRPHZKDW FRQWUDGLFWLQJ �0ROGHUH] ������ $V D UHVXOW� WKH
DXWKRUV SUHGLFW WKDW WKLV FRQWUDGLFWLRQ LV WKH UHVXOW RI WRR PXFK FRPSHWLWLRQ UDWKHU WKDQ
FR�FUHDWLRQ� ZKLFK KLJKOLJKWV WKH SUREOHP RI FRPSHWLWLRQ LQ WKH EXVLQHVV ZRUOG� 7KLV VROXWLRQ LV
D ELW GLIILFXOW WR IROORZ VLQFH WKH QDWXUH RI WKH IDVKLRQ LQGXVWU\ DQG EXVLQHVV DV D ZKROH LV WR KDYH
FRPSHWLWLRQ� PHDQLQJ WKDW LQ RUGHU WR EH DEOH WR FR�FUHDWH� FORWKLQJ FRPSDQLHV PXVW SULRULWL]H
VXVWDLQDELOLW\ PRUH DQG VWDUW ZRUNLQJ WRJHWKHU UDWKHU WKDQ DJDLQVW HDFK RWKHU�

$QRWKHU VROXWLRQ� JLYHQ E\ 3XFNHU� VD\V WKH JRYHUQPHQW PXVW DGRSW PRUH UXOHV IRU WKH LQGXVWU\
DQG WD[ FDUERQ DQG ZDWHU� GLVFRXUDJLQJ WKHLU XVH ������� 1DWXUDOO\� FRPSDQLHV DUH QRW JRLQJ WR
EH ZLOOLQJ WR SD\ D FHUWDLQ DPRXQW RI H[WUD PRQH\� VR LI WKH\ DUH IRUFHG WR SD\ PRUH IRU WKH
ZDWHU WKH\ XVH DQG WKH FDUERQ WKH\ HPLW� WKH\ ZRXOG EH PRUH ZLOOLQJ WR ILQG RWKHU ZD\V WR
SURGXFH WKHLU FORWKLQJ DQG XVH PRUH UHQHZDEOH HQHUJ\ DQG UHF\FOHG PDWHULDOV� <HW� 3XFNHU
FRXQWHUV KLPVHOI HDUO\ RQ LQ KLV DUWLFOH E\ FRPPHQWLQJ WKDW UHF\FOLQJ LV RYHUVROG EHFDXVH RI WKH
LQDELOLW\ WR SODQ GHVLJQ DW VFDOH GXH WR WKH YDULDELOLW\ RI VXSSO\� OLPLWV WR UHF\FOLQJ WHFKQRORJ\�
OLPLWHG LQIUDVWUXFWXUH� DQG VKRUWHU� ORZHU�TXDOLW\ ILEHUV UHVXOWLQJ IURP UHF\FOHG LQSXWV DQG KLJK
FRVW ������� $OWKRXJK JRYHUQPHQW UHJXODWLRQV VRXQG OLNH D JRRG VROXWLRQ RQ SDSHU� WKH DFWLRQV
WKDW FORWKLQJ FRPSDQLHV PXVW WDNH WR IROORZ WKHVH UHJXODWLRQV UHPDLQ KD]\�

0HDQZKLOH� DQRWKHU DUWLFOH VWDWHV WKDW IRXU FRUH SULRULWLHV± VXSSO\ FKDLQ WUDFHDELOLW\� FRPEDWLQJ
FOLPDWH FKDQJH� HIILFLHQW XVH RI UHVRXUFHV� DQG D VHFXUH ZRUN HQYLURQPHQW± ZRXOG KHOS ZLWK DOO
UHODWHG WR LVVXHV VXFK DV UHF\FOLQJ IDVKLRQ SURGXFWV� FLUFXODU IDVKLRQ� YDOXH FKDLQ PDQDJHPHQW�
HQYLURQPHQWDO SURWHFWLRQ� VRFLDO MXVWLFH� DQG ODERU ULJKWV �9LULMHYLF�-RYDQRYLF HW DO� ������ 7KLV
VHHPV OLNH WKH PRVW SUREDEOH DQG UHDVRQDEOH GHYHORSPHQW IRU WKH IDVKLRQ LQGXVWU\ WR LPSOHPHQW
EHFDXVH WKH LQVSHFWLRQV RI DOO WKHLU PDWHULDOV DQG SUDFWLFHV WKURXJKRXW WKH HQWLUH FORWKHV�PDNLQJ
SURFHVV ZRXOG SURPSW WKH FRPSDQLHV WR SUDFWLFH PRUH HFR�IULHQGO\ PHWKRGV� KRZHYHU� LW LV QRW
WKDW VLPSOH� ,Q RUGHU WR XVH UHVRXUFHV HIILFLHQWO\� SD\ WKHLU ZRUNHUV DQ DFFHSWDEOH DPRXQW RI
PRQH\� DQG UHOHDVH IHZHU SROOXWDQWV LQWR WKH DLU DQG ZDWHU ZKLOH DOVR SURILWLQJ� WKH FRPSDQ\
PXVW JR WKURXJK VRPH WULDO DQG HUURU WR ILQG WKH FRUUHFW EDODQFH� ZKLFK FRXOG WDNH \HDUV RI
SUDFWLFH� +RZHYHU� DOO RI WKHVH LQLWLDWLYHV QRQHWKHOHVV KDYH WKH DELOLW\ WR UHGXFH WKH FDUERQ
IRRWSULQW RI IDVKLRQ FRPSDQLHV DQG ZLWK WKH ULJKW NLQG RI GHGLFDWLRQ� WHFKQRORJ\� DQG WLPH� WKHUH
LV KRSH WKDW IDVKLRQ FRPSDQLHV FRXOG KDYH D PRUH VXVWDLQDEOH IXWXUH�
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7KH ,QFRPSDWLELOLW\ %HWZHHQ %XVLQHVV 	 6XVWDLQDELOLW\� =KDQJ ��
:K\ &ORWKLQJ &RPSDQLHV *UHHQZDVK

&RQFOXVLRQ�

7KH IDVKLRQ LQGXVWU\ KDV GHHSO\ DIIHFWHG WKH HQYLURQPHQW ZLWK LWV ODUJH HPLVVLRQV� XVH RI ZDWHU�
DQG ZDVWH RI PDWHULDOV� (VSHFLDOO\ VLQFH FRQVXPHUV SULRULWL]H VXVWDLQDELOLW\ LQ ZKDW WKH\ EX\�
WKH IDVKLRQ LQGXVWU\ PXVW ILQG D EDODQFH EHWZHHQ WKH HQYLURQPHQW� VRFLHW\� DQG HFRQRP\ LQ
RUGHU WR EH SURILWDEOH DQG VXVWDLQDEOH DW WKH VDPH WLPH ZLWKRXW JUHHQZDVKLQJ WKHLU FRQVXPHUV�
2QH RI WKH PDLQ LVVXHV WKDW OHDG WR JUHHQZDVKLQJ LV WKH DPELJXRXV GHILQLWLRQ RI ZKDW EHLQJ
VXVWDLQDEOH PHDQV� DQG EHFDXVH RI WKLV� PDQ\ FORWKLQJ FRPSDQLHV VXFK DV ,QGLWH[ DQG .HULQJ
VLPSO\ VD\ WKHLU SURGXFWV DUH ³VXVWDLQDEOH´ ZLWKRXW QRW EHLQJ WUDQVSDUHQW HQRXJK� &RPSDQLHV
WKDW DUH WUDQVSDUHQW VXFK DV 3DWDJRQLD UHYHDO WKDW HYHQ ZLWK WKH DPRXQW RI HIIRUW DQG VXVWDLQDEOH
SUDFWLFHV WKH\ DUH WDNLQJ� WKHLU JURZWK LQ VDOHV VWLOO LQFUHDVHV WKHLU IRRWSULQW� 7KXV� PDQ\
FRPSDQLHV DUH WU\LQJ WR ILQG VROXWLRQV WR KHOS WKH IDVKLRQ LQGXVWU\ EHFRPH PRUH VXVWDLQDEOH�
VXFK DV FR�FUHDWLRQ� FLUFXODU IDVKLRQ� DQG JRYHUQPHQW LQYROYHPHQW� DQG DOWKRXJK WKHVH DFWLRQV
DUH VWLOO QRW HQRXJK WR FRPSOHWHO\ UHYHUVH WKH GDPDJH GRQH� WKH\ DUH D JUHDW VWDUW�
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7KH ,QFRPSDWLELOLW\ %HWZHHQ %XVLQHVV 	 6XVWDLQDELOLW\� =KDQJ ��
:K\ &ORWKLQJ &RPSDQLHV *UHHQZDVK

5HIHUHQFHV�

$QQXDO %HQHILW &RUSRUDWLRQ 5HSRUW � 3DWDJRQLD� ,QF� �������
KWWSV���ZZZ�SDWDJRQLD�FRP�RQ�GHPDQGZDUH�VWDWLF���/LEUDU\�6LWHV�3DWDJRQLD6KDUHG�GHID
X OW �GZI��DG��F�3')�86�3$7B����B%&RUSB5HSRUW�SGI

'RWWOH� 5�� 	 *X� -� ������ )HEUXDU\ ���� 7KH *OREDO *OXW RI &ORWKLQJ ,V DQ
(QYLURQPHQWDO &ULVLV� %ORRPEHUJ�FRP� 5HWULHYHG $SULO ��� �����
KWWSV���ZZZ�EORRPEHUJ�FRP�JUDSKLFV������IDVKLRQ�LQGXVWU\�HQYLURQPHQWDO�LPSDFW�

(QYLURQPHQWDO 	 6RFLDO )RRWSULQW� 3DWDJRQLD� �Q�G��� 5HWULHYHG $SULO ���
����� KWWSV���ZZZ�SDWDJRQLD�FRP�RXU�IRRWSULQW�

,QGLWH[ *URXS $QQXDO 5HSRUW� �������
KWWSV���VWDWLF�]DUD�QHW�VWDWLF�MRLQOLIH�����B,QGLWH[B$QQXDOB5HSRUW�SGI

-DFREV� %� /�� 	 )LQQH\� %� ������� 'HILQLQJ 6XVWDLQDEOH %XVLQHVV²%H\RQG
*UHHQZDVKLQJ� 9LUJLQLD (QYLURQPHQWDO /DZ -RXUQDO� ������ ��±����
KWWSV���ZZZ�MVWRU�RUJ�VWDEOH���������

.HQWRQ� :� ������ 0DUFK ���� *UHHQZDVKLQJ� ,QYHVWRSHGLD� 5HWULHYHG $SULO ���
����� KWWSV���ZZZ�LQYHVWRSHGLD�FRP�WHUPV�J�JUHHQZDVKLQJ�DVS

.HULQJ ���� 8QLYHUVDO 5HJLVWUDWLRQ 'RFXPHQW� �������
KWWSV���NHULQJFRUSRUDWH�GDP�NHULQJ�FRP�P�������G�ID�������RULJLQDO�.HULQJB���
� B8QLYHUVDOB5HJLVWUDWLRQB'RFXPHQW�SGI

0ROGHUH]� ,�� 	 9DQ (OVW� %� ������� %DUULHUV WRZDUGV D V\VWHPLF FKDQJH LQ WKH FORWKLQJ
LQGXVWU\� +RZ GR VXVWDLQDEOH IDVKLRQ HQWHUSULVHV LQIOXHQFH WKHLU VHFWRU" 7KH -RXUQDO RI
&RUSRUDWH &LWL]HQVKLS� ��� ��±���� KWWS���ZZZ�MVWRU�RUJ�VWDEOH�MFRUSFLWL������

3DWDJRQLD ������ 1RYHPEHU ���� 'RQ
W EX\ WKLV MDFNHW� %ODFN )ULGD\ DQG WKH 1HZ <RUN
7LPHV� 3DWDJRQLD� 5HWULHYHG $SULO ��� �����
KWWSV���ZZZ�SDWDJRQLD�FRP�VWRULHV�GRQW�EX\�WKLV�MDFNHW�EODFN�IULGD\�DQG�WKH�QHZ�\RU
N �WLPHV�VWRU\�������KWPO

3XFNHU� .HQQHWK 3� 7KH P\WK RI VXVWDLQDEOH IDVKLRQ� +DUYDUG %XVLQHVV 5HYLHZ� ������
-DQXDU\ ���� 5HWULHYHG $SULO ��� �����
KWWSV���KEU�RUJ���������WKH�P\WK�RI�VXVWDLQDEOH�IDVKLRQ

9LULMHYLF�-RYDQRYLF� 6DVD 	 'ROMDQLFD� 'UDJDQ� ������� 6XVWDLQDEOH 0DUNHWLQJ LQ
)DVKLRQ ,QGXVWU\ ± *UHHQ LV WKH 1HZ %ODFN� �������� ���������(5$=�6�3����������
:KHODQ� 7�� 	 .URQWKDO�6DFFR� 5� ������ 6HSWHPEHU ���� 5HVHDUFK� $FWXDOO\� FRQVXPHUV GR

EX\ VXVWDLQDEOH SURGXFWV� +DUYDUG %XVLQHVV 5HYLHZ� 5HWULHYHG $SULO ��� �����
KWWSV���KEU�RUJ���������UHVHDUFK�DFWXDOO\�FRQVXPHUV�GR�EX\�VXVWDLQDEOH�SURGXFWV
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:K\ &ORWKLQJ &RPSDQLHV *UHHQZDVK

&XUD 7HUUD

&R�%HQHILWV RI (QHUJ\ 7UDQVLWLRQ LQ 8�6� 0DUJLQDOL]HG
&RPPXQLWLHV

*UHWD 0DUDV

$FDGHPLF (GLWRU� -DPHV 3RFFKLD

,QVWLWXWLRQ� -RKQV +RSNLQV

$EVWUDFW� $V IRVVLO IXHO HQHUJ\ XVDJH FRQWLQXHV WR EH RQH RI WKH ODUJHVW GULYHUV RI FOLPDWH
FKDQJH LQ WKH 8QLWHG 6WDWHV �86�� PDUJLQDOL]HG FRPPXQLWLHV DUH YXOQHUDEOH WR FOLPDWH LPSDFWV LQ
XQLTXH ZD\V� $GGLWLRQDOO\� WKH IRVVLO IXHO�FHQWULF RUJDQL]DWLRQ RI FLWLHV DQG VWDWHV KDV
SURPXOJDWHG DLU SROOXWLRQ WKDW DIIHFWV DOO SHRSOH� EXW LQIOXHQFHV PDUJLQDOL]HG FRPPXQLWLHV WR DQ
HVSHFLDOO\ KLJK GHJUHH� 7KLV SKHQRPHQRQ UDLVHV WZR FHQWUDO TXHVWLRQV� KRZ GRHV IRVVLO IXHO
HQHUJ\ FUHDWH QHJDWLYH KHDOWK LPSDFWV� DQG KRZ FDQ WKHVH HIIHFWV EH DYRLGHG" 7KLV SDSHU ZLOO
HPSOR\ GDWD IURP VWXGLHV WKDW XWLOL]H SDVW DQG SUHVHQW FOLPDWH LPSDFWV WR LQGLFDWH WKDW ZLWKRXW
LQWHUYHQWLRQ� WKH QHJDWLYH KHDOWK LPSDFWV FDXVHG E\ DLU SROOXWLRQ VXFK DV FDUGLRYDVFXODU DQG
UHVSLUDWRU\ GLVHDVH� SUHPDWXUH GHDWK� DQG PHQWDO LOOQHVV ZLOO LQFUHDVH� )XUWKHUPRUH� WKLV SDSHU
ZLOO SURYLGH D VXUYH\ RI FDVH VWXGLHV WKDW LQWHQG WR DGGUHVV UHVRXUFH GLVSDULWLHV LQ PDUJLQDOL]HG
FRPPXQLWLHV LQ &DOLIRUQLD DQG 1HZ <RUN� 7KH VXFFHVVHV DQG IDLOXUHV RI WKHVH DGDSWDWLRQV FDQ
LQIRUP WKH GLUHFWLRQV RI IXWXUH SURJUDPV WKDW DLP WR SULRULWL]H PDUJLQDOL]HG FRPPXQLWLHV� 7KH
FDVH VWXG\ VXUYH\ LQGLFDWHV WKDW ZKLOH LQWHUYHQWLRQV WR IDFLOLWDWH HQHUJ\ WUDQVLWLRQ DUH EHQHILFLDO
IRU UHGXFLQJ FDUERQ HPLVVLRQV DQG DLU SROOXWLRQ� SURJUDPV VKRXOG LQFOXGH GHOLEHUDWH PHDVXUHV WR
PLWLJDWH WKH QHJDWLYH KHDOWK LPSDFWV WKDW DLU SROOXWLRQ KDV ORQJ FDXVHG LQ PDUJLQDOL]HG
FRPPXQLWLHV�

,QWURGXFWLRQ�

&OLPDWH FKDQJH ORRPV DV DQ HQRUPRXV WKUHDW WR DOO DVSHFWV RI OLIH WKURXJKRXW WKH JOREH DV WKH
DWPRVSKHULF WKUHVKROG IRU &2� HPLVVLRQV EHIRUH LUUHYHUVLEOH DQG GUDVWLF LPSDFWV LV UDSLGO\
DSSURDFKLQJ� 0DQ\ RI WKH HQYLURQPHQWDO LPSDFWV WKUHDWHQHG E\ FOLPDWH FKDQJH KDYH DVVRFLDWHG
KHDOWK FRQVHTXHQFHV RQ WKH SRSXODWLRQV WKDW ZLOO H[SHULHQFH WKHP� ,Q WKH 86� HDFK UHJLRQ
H[SHULHQFHV XQLTXH VHQVLWLYLWLHV GXH WR LWV FOLPDWH� VXFK DV GURXJKWV LQ WKH :HVW DQG KXUULFDQHV LQ
WKH (DVW DQG 6RXWKHDVW� :KDW H[DFHUEDWHV FOLPDWH FKDQJH DFURVV WKH QDWLRQ� KRZHYHU� LV WKH
UHOLDQFH RQ IRVVLO IXHO WHFKQRORJ\ WR IDFLOLWDWH WUDQVSRUWDWLRQ DQG HQHUJ\ FRQVXPSWLRQ�
$GGLWLRQDOO\� PDUJLQDOL]HG FRPPXQLWLHV IDFH D XQLTXH VXVFHSWLELOLW\ WR FOLPDWH LPSDFWV EHFDXVH
RI WKHLU GLVDGYDQWDJHG VRFLRHFRQRPLF SRVLWLRQ� 7KLV SDSHU ZLOO DUJXH WKDW HQHUJ\ WUDQVLWLRQ LV
YLWDO IRU PDUJLQDOL]HG FRPPXQLWLHV GXH WR WKH HQYLURQPHQWDO EHQHILWV DQG WKH SRVLWLYH KHDOWK
LPSDFWV RI PLWLJDWLQJ DLU SROOXWLRQ� EXW FKDOOHQJHV DULVH ZKHQ IDFLOLWDWLQJ WKH HTXLWDEOH
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&R�%HQHILWV RI (QHUJ\ 7UDQVLWLRQ LQ 8�6� 0DUJLQDOL]HG &RPPXQLWLHV 0DUDV ��

LPSOHPHQWDWLRQ RI LQWHUYHQWLRQV DQG FRPPXQLW\ LQSXW� ,W ZLOO EHJLQ ZLWK D VXUYH\ RI WKH KHDOWK
ULVNV DQG FOLPDWH GULYHUV RI DLU SROOXWLRQ ZLWK DQ HPSKDVLV RQ WKH EXUGHQ RQ PDUJLQDOL]HG
FRPPXQLWLHV� )ROORZLQJ D GHVFULSWLRQ RI WKH FR�EHQHILWV RI HQHUJ\ WUDQVLWLRQ DZD\ IURP IRVVLO
IXHOV� WKH SDSHU ZLOO GHOYH LQWR VHYHUDO FDVH VWXGLHV LQYROYLQJ HQHUJ\ WUDQVLWLRQ IRU PDUJLQDOL]HG
FRPPXQLWLHV� 7KH SDSHU ZLOO FRQFOXGH ZLWK UHFRPPHQGDWLRQV IRU IXUWKHU UHVHDUFK WUDMHFWRULHV LQ
H[SORULQJ WKH FR�EHQHILWV RI HQHUJ\ WUDQVLWLRQ�

+HDOWK 5LVNV RI $LU 3ROOXWLRQ DV D 5HVXOW RI )RVVLO )XHO (QHUJ\ 6\VWHPV�

,Q WKH 86� WUDQVSRUWDWLRQ LV UHVSRQVLEOH IRU ��� RI &2� HPLVVLRQV� HOHFWULFLW\ LV UHVSRQVLEOH
IRU ��� RI HPLVVLRQV� DQG KRXVHKROG RU UHVLGHQWLDO XVH LV ��� RI HPLVVLRQV �(QYLURQPHQWDO
3URWHFWLRQ $JHQF\�E�� ������ 1RQUHQHZDEOH HQHUJ\ VRXUFHV OLNH FRDO DQG JDV FRQWLQXH WR EH
WKH GRPLQDWLQJ VRXUFHV IRU HOHFWULFLW\ JHQHUDWLRQ DW ��� DQG ��� LQ ���� UHVSHFWLYHO\� ZKLOH
JDV LV WKH HQHUJ\ VRXUFH UHVSRQVLEOH IRU ��� RI HPLVVLRQV JHQHUDWHG E\ WUDQVSRUWDWLRQ �8�6�
(QHUJ\ ,QIRUPDWLRQ $GPLQLVWUDWLRQ� ������ )RVVLO IXHO EDVHG HQHUJ\ KDV FRQWULEXWHG WR YDVW
HQYLURQPHQWDO GHJUDGDWLRQ DQG QHJDWLYH KHDOWK LPSDFWV� )RVVLO IXHO FRQVXPSWLRQ GLUHFWO\
UHVXOWV LQ WKH SUROLIHUDWLRQ RI VHYHUDO GLIIHUHQW NLQGV RI KDUPIXO SROOXWDQWV LQWR WKH
DWPRVSKHUH� 3DUWLFXODWH PDWWHU �30� SROOXWLRQ� ZKLFK LV FRPSRVHG RI VROLG SDUWLFOHV DQG
OLTXLG GURSOHWV� IRUPV DV D UHVXOW RI IRVVLO IXHO EXUQLQJ DQG DFFRXQWV IRU ��� RI
HQYLURQPHQWDOO\ UHODWHG GHDWKV �1<8 6FKRRO RI /DZ� ������ 30V FDQ DOVR HQWHU WKH DLU GXH
WR RWKHU FOLPDWH HYHQWV VXFK DV GURXJKW RU KHDY\ UDLQIDOO� EXW WKH H[DFHUEDWLRQ LQ H[WUHPLW\
DQG IUHTXHQF\ RI VXFK FOLPDWH HYHQWV LV DOVR D UHVXOW RI IRVVLO IXHO FRQVXPSWLRQ� 6RPH 30V
FDQ HQWHU KXPDQ ERGLHV DQG FDXVH QXPHURXV KHDOWK SUREOHPV� LQFOXGLQJ FDUGLRYDVFXODU
GLVHDVH� DVWKPD� UHVSLUDWRU\ LVVXHV� OXQJ GDPDJH� DQG SUHPDWXUH GHDWK �1<8 6FKRRO RI /DZ�
������ 7KH VPDOOHU WKH 30 LV� WKH KLJKHU WKH DVVRFLDWLRQ LV ZLWK KRVSLWDOL]DWLRQ DQG LOOQHVV�
0DQ\ RWKHU SROOXWDQWV KDYH VLPLODU DVVRFLDWHG KHDOWK EXUGHQV� 2]RQH SROOXWLRQ� ZKLFK LV WKH
UHVXOW RI DWPRVSKHULF R[\JHQ¶V FKHPLFDO FRPELQDWLRQ ZLWK QLWURJHQ R[LGH RXWSXWV IURP IRVVLO
IXHO�EXUQLQJ SODQWV� DOVR \LHOGV UHVSLUDWRU\ LOOQHVVHV DQG KRVSLWDOL]DWLRQV� 1LWURJHQ R[LGHV DUH
DPRQJ PDQ\ KDUPIXO FKHPLFDOV WKDW DUH UHOHDVHG WKURXJK FRDO EXUQLQJ� RWKHUV RI ZKLFK DUH
FDUFLQRJHQV� DUVHQLF� PHUFXU\� DQG VXOIXU GLR[LGH� 3UR[LPLW\ WR SRZHU SODQWV DQG UHILQHULHV
ZKHUH WKHVH SROOXWDQWV DUH HPLWWHG \LHOGV ODUJH�VFDOH LPSDFWV IRU FRPPXQLWLHV� ZKLFK ZLOO EH
GLVFXVVHG LQ ODWHU VHFWLRQV RI WKLV SDSHU� 3DVVHQJHU YHKLFOHV VXFK DV FDUV� EXVHV DQG WUXFNV
DOVR SURGXFH QLWURJHQ R[LGHV� FDUERQ PRQR[LGHV� DQG RWKHU SROOXWDQWV �(QYLURQPHQWDO
3URWHFWLRQ $JHQF\�F�� ������ %HFDXVH PRVW LQWHUFLW\ DQG LQWHUVWDWH WUDYHO LV GHVLJQHG WR EH
FRPSOHWHG YLD SDVVHQJHU YHKLFOHV RQ WKH 8�6� QHWZRUN RI KLJKZD\V� WKH HIIHFWV RI
WUDQVSRUWDWLRQ RQ DLU SROOXWLRQ DUH IHOW DFURVV WKH FRXQWU\� +RZHYHU� WKH SUHVHQFH RI SROOXWLRQ
LQ XUEDQ DUHDV UHLQIRUFHV DGGLWLRQDO KHDOWK ULVNV WKDW DUH XQLTXH WR XUEDQ ODQGVFDSHV� )RU
H[DPSOH� WKH 8UEDQ +HDW ,VODQG �8+,� HIIHFW LV WKH SKHQRPHQRQ GHVFULELQJ WKH HOHYDWHG
WHPSHUDWXUHV WKDW UHVXOW IURP WKH FRQFHQWUDWLRQ RI WDOO FLW\ EXLOGLQJV DQG KXPDQ DFWLYLW\� 2QH
RI WKH PHFKDQLVPV WKDW LV VDLG WR GULYH WKH 8+, LV WKDW SROOXWDQWV LQ WKH FLW\ DEVRUE DQG
UH�HPLW WKHUPDO UDGLDWLRQ �.OHHUHNRSHU HW DO� ������ $V KHDW LV WUDSSHG LQ WKH FLW\� WKH KHDOWK
SUREOHPV DVVRFLDWHG ZLWK H[WUHPH KHDW� LQFOXGLQJ LQFUHDVHG KHDW VWURNH� FDUGLRYDVFXODU
GLVHDVH� GHK\GUDWLRQ� PHQWDO LOOQHVV� DQG KHDW�UHODWHG PRUWDOLW\� EHFRPH PRUH ZLGHVSUHDG�
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&R�%HQHILWV RI (QHUJ\ 7UDQVLWLRQ LQ 8�6� 0DUJLQDOL]HG &RPPXQLWLHV 0DUDV ��

&OLPDWH /LQNDJHV WR $LU 4XDOLW\ 'HJUDGDWLRQ�

$LU TXDOLW\ LV OLQNHG ZLWK VHYHUDO FOLPDWH KD]DUGV WKDW LQWHUDFW ZLWK GLIIHUHQW VRXUFHV RI SROOXWLRQ�
:KLOH JUHHQKRXVH JDVVHV �*+*V� KDYH ORQJ�WHUP ZDUPLQJ HIIHFWV GXH WR WKHLU ORQJHU
DWPRVSKHULF OLIHWLPH� DHURVROV KDYH VKRUW�OLYHG DLU TXDOLW\ LPSDFWV WKDW PDQLIHVW PRUH TXLFNO\�
)RU H[DPSOH� R]RQH OHYHO DQG WHPSHUDWXUH KDYH D VWURQJ SRVLWLYH FRUUHODWLRQ XS XQWLO WKH
PLG����) WKUHVKROG ZKHUH D SKHQRPHQRQ FDOOHG R]RQH VXSSUHVVLRQ VWRSV WKH ULVH RI R]RQH OHYHOV
�%XUURZV� ������ 2]RQH DQG WHPSHUDWXUH KDYH EHHQ VKRZQ WR KDYH LQGHSHQGHQW DVVRFLDWLRQV ZLWK
GDLO\ PRUWDOLW\ LQ ERWK XUEDQ DQG QRQ�XUEDQ DUHDV �0DGULJDQR HW DO�� ������ 3URMHFWLRQV E\ WKH
+DUYDUG 6FKRRO RI (QJLQHHULQJ DQG $SSOLHG 6FLHQFHV LQGLFDWH WKDW LI HPLVVLRQV FRQWLQXH ZLWKRXW
LQWHUYHQWLRQ� VRPH UHJLRQV RI WKH 8�6� ³FRXOG H[SHULHQFH EHWZHHQ WKUHH DQG QLQH DGGLWLRQDO GD\V
SHU \HDU RI XQKHDOWK\ R]RQH OHYHOV E\ ����´ �%XUURZV� ������ 7KHVH SURMHFWLRQV ZHUH GHULYHG
IURP D PRGHO WKDW XWLOL]HV H[LVWLQJ REVHUYDWLRQV� WKXV VWUHQJWKHQLQJ WKH FOLPDWH OLQNDJH EHWZHHQ
WKH WZR IXQFWLRQV�

$ VLPLODU OLQNDJH KDV EHHQ IRXQG EHWZHHQ DULGLW\ DQG DPELHQW GXVW� :KLOH DULGLW\ DQG DPELHQW
GXVW KDYH ORQJ KDG DQ HVWDEOLVKHG UHODWLRQVKLS DV D ODFN RI PRLVWXUH FDXVHV VRLO SDUWLFOHV WR EH
ORRVHQHG IURP WKH JURXQG DQG OLIWHG LQWR WKH DLU� WKH LQIOXHQFH RI FOLPDWH FKDQJH RQ WKLV SURFHVV
LV QHFHVVDU\ WR FRQVLGHU WKH VHYHULW\ RI GXVW OHYHOV LQ WKH IXWXUH� 8VLQJ WKH 5HSUHVHQWDWLYH
&RQFHQWUDWLRQ 3DWKZD\V �5&3� ZLWK WKH KLJKHVW SURMHFWHG WHPSHUDWXUH LQFUHDVH �5&3���� LQ
FRPELQDWLRQ ZLWK REVHUYHG LPSDFWV� $FKDNXOZLVXW HW DO� SURMHFW WKDW DQQXDO PHDQ ILQH DQG FRDUVH
GXVW SDUWLFOH SUHVHQFH LQ WKH 8�6� 6RXWKZHVW ZLOO LQFUHDVH� 7KH SXEOLF KHDOWK LPSOLFDWLRQV RI
WKHVH SURMHFWLRQV DUH VWDUN� LQGLFDWLQJ WKDW ³SUHPDWXUH PRUWDOLW\ DVVRFLDWHG ZLWK GXVW H[SRVXUH
LQFUHDVHV E\ ���� DQG KRVSLWDOL]DWLRQ LQFUHDVHV E\ ���� WRZDUG WKH HQG RI WKLV FHQWXU\� GXH WR
FRPELQHG LQFUHDVHV LQ SRSXODWLRQ� GLVHDVH UDWHV� DQG GXVW OHYHOV´ �$FKDNXOZLVXW HW DO�� ������
6WXGLHV DOVR SURMHFW WKH HFRQRPLF GDPDJHV DVVRFLDWHG ZLWK WKH FOLPE LQ GLVHDVH DQG PRUWDOLW\ WR
EH DQ DGGLWLRQDO ��� ELOOLRQ DQG ��� ELOOLRQ SHU \HDU LQ ���� DQG ����� UHVSHFWLYHO\� RI ZKLFK
��� DQG ��� DUH UHVSHFWLYHO\ GULYHQ E\ FOLPDWH FKDQJHV �$FKDNXOZLVXW HW DO�� ������

$ORQJ ZLWK DULGLW\� DLU SROOXWLRQ DQG DHURDOOHUJHQ OHYHOV DUH SURMHFWHG WR LQFUHDVH DV WKH SRWHQWLDO
IRU ZLOGILUHV LQFUHDVHV� :KHQ ZLOGILUHV RFFXU� DHURVROV DQG DLU WR[LQV DUH UHOHDVHG LQWR WKH
DWPRVSKHUH� &OLPDWH FKDQJH FUHDWHV PRUH SHULRGV RI ORZ PRLVWXUH SHULRGV� ZKLFK DUH FRQGLWLRQV
ZKHUH ZLOGILUHV DUH DEOH WR RFFXU PRUH IUHTXHQWO\ DQG EXUQ IRU ORQJHU �1HXPDQQ HW DO�� ������ ,Q
ERWK 5&3��� DQG 5&3���� FOLPDWH FKDQJH SURMHFWLRQV DPSOLI\ PRUWDOLW\� KRVSLWDO DGPLVVLRQV�
HPHUJHQF\ GHSDUWPHQW YLVLWV� EURQFKLWLV� DVWKPD� DQG ORVV RI DFWLYLW\ DQG ZRUN GD\V IRU FKLOGUHQ
DQG DGXOWV �1HXPDQQ HW DO�� ������ $GGLWLRQDOO\� LQFUHDVLQJ FDUERQ GLR[LGH OHYHOV KDV SURPRWHG
WKH JURZWK RI SODQWV WKDW UHOHDVH DHURDOOHUJHQV �)DQQ HW DO�� ������ 7KHUH LV D ZHDNO\ XQGHUVWRRG
DVVRFLDWLRQ EHWZHHQ ZHDWKHU DQG WKH H[DFHUEDWLRQ RI DOOHUJLHV� ZKLFK LV LPSDFWHG E\ FOLPDWH
FKDQJH DV LW LQIOXHQFHV UDLQIDOO DQG WHPSHUDWXUH H[WUHPHV�

+HDOWK %XUGHQV ,Q 0DUJLQDOL]HG &RPPXQLWLHV�

(QYLURQPHQWDO LVVXHV SURGXFH D SDUWLFXODUO\ KHDY\ KHDOWK EXUGHQ RQ ORZ�LQFRPH
FRPPXQLWLHV� 7KH OLQNDJH EHWZHHQ ORZ�LQFRPH FRPPXQLWLHV DQG HQYLURQPHQWDO GLVDGYDQWDJH
UHLQIRUFHV LWVHOI� %HFDXVH PDUJLQDOL]HG FRPPXQLWLHV RIWHQ GR QRW KROG OHYHOV RI LQIOXHQFH RU
PRQHWDU\ VWDNHV LQ ORFDO JRYHUQPHQWV UHJDUGLQJ ]RQLQJ GHFLVLRQV� WKH\ DUH PRUH VXVFHSWLEOH
WR EHLQJ EXUGHQHG ZLWK HQYLURQPHQWDOO\ KDUPIXO IDFLOLWLHV LQ FORVH SUR[LPLW\� $GGLWLRQDOO\�
WKH TXDOLW\ RI KRXVLQJ DQG QHLJKERUKRRGV QHDU D SRZHU SODQW RU LQGXVWULDO IDFLOLW\ ZLOO EH
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ORZHU� IRUFLQJ ORZ�LQFRPH SHRSOH WR FRPSURPLVH WKHLU ULJKWV WR FOHDQ DLU DQG JUHHQ VSDFH IRU
DIIRUGDEOH KRXVLQJ� 7KLV UHODWLRQVKLS EHWZHHQ HQYLURQPHQWDO SULYLOHJH DQG LQFRPH OHDGV WR
HQYLURQPHQWDO UDFLVP� DV LW LV RIWHQ ORZ�LQFRPH FRPPXQLWLHV RI FRORU ZKR DUH WDUJHWHG E\
VXFK GLVFULPLQDWLRQ� )RU H[DPSOH� SHRSOH RI FRORU DUH WZLFH DV OLNHO\ DV ZKLWH SHRSOH WR OLYH
QHDU D GDQJHURXV FKHPLFDO IDFLOLW\� VXFK DV D WR[LF ZDVWH IDFLOLW\� DQG WKH\ VXIIHU ZRUVH DLU
TXDOLW\ DFURVV VHYHUDO SROOXWLRQ PHWULFV �7XEHUW� ������ $ VLJQLILFDQW UHDVRQ IRU WKLV
GLVFUHSDQF\ LV WKH ORFDWLRQ RI ORZ�LQFRPH FRPPXQLWLHV QH[W WR PDMRU URDGZD\V� ,Q RUGHU WR
FRQVWUXFW KLJKZD\V LQ WKH PLG���WK FHQWXU\� PDQ\ FLWLHV GLVSODFHG FRPPXQLWLHV RI FRORU WR
FRQYHUW WKHLU ODQG LQWR URDGZD\V �.LQJ� ������ $V VXFK� IRUPHU FRPPXQLWLHV DUH ERWK QRZ
GLYLGHG E\ WKHVH KLJK VSHHG WUDQVSRUWDWLRQ URXWHV DQG LVRODWHG IURP HDV\ DFFHVV WR WKH
URDGZD\V� SUHYHQWLQJ WKHP IURP EHLQJ FRQQHFWHG ZLWK WKH UHVW RI WKH FLW\�

'XH WR WKLV OLQNDJH� WKHUH DUH PDQ\ RXWVL]HG KHDOWK QHJDWLYH FRQVHTXHQFHV� ZKLFK LQFOXGH QRW
RQO\ WKH QHJDWLYH KHDOWK LPSDFWV RI EXUQLQJ IRVVLO IXHOV EXW DOVR GLVHDVH IURP LQJHVWLQJ
FRQWDPLQDWHG ZDWHU DQG H[SRVXUH WR OHDG SRLVRQLQJ WKURXJK SLSHV� (WKQLF PLQRULWLHV DUH DOVR
PRUH OLNHO\ WR KDYH DVWKPD WKDQ ZKLWH SRSXODWLRQ �)DQQ HW DO�� ������ 2Q WRS RI H[LVWLQJ
KHDOWK GLVSDULWLHV� WKH H[DFHUEDWLRQ RI FOLPDWH FKDQJH PHDQV WKDW WKRVH ZLWK WKH JUHDWHVW
FXUUHQW YXOQHUDELOLW\ WR LWV DVVRFLDWHG ULVNV ZLOO EH PRVW QHJDWLYHO\ LPSDFWHG� )RU H[DPSOH� WKH
SHUFHQWDJH RI %ODFN DQG $IULFDQ $PHULFDQ LQGLYLGXDOV ZKR ZLOO OLYH LQ DUHDV ZLWK WKH KLJKHVW
SURMHFWHG LQFUHDVHV LQ FKLOGKRRG DVWKPD DQG H[WUHPH WHPSHUDWXUH UHODWHG GHDWKV ZLOO ULVH DV
WKH JOREH ZDUPV �(QYLURQPHQWDO 3URWHFWLRQ $JHQF\�D�� ������ 0DUJLQDOL]HG FRPPXQLWLHV
KDYH D UHGXFHG FDSDFLW\ WR FRSH ZLWK H[WUHPH KHDW HYHQWV DQG DLU SROOXWLRQ EHFDXVH RI D ODFN
RI UHVRXUFHV� :KLOH WKH IXOO H[WHQW RI HQYLURQPHQWDO UDFLVP LV EH\RQG WKH VFRSH RI WKLV SDSHU�
LWV UHVSRQVLELOLW\ IRU WKH JUHDWHU FOLPDWH ULVN RQ PDUJLQDOL]HG FRPPXQLWLHV LV D QHFHVVDU\
EDFNGURS DJDLQVW ZKLFK WKH FR�EHQHILWV RI HQHUJ\ WUDQVLWLRQ VKRXOG EH GLVFXVVHG�

)LJXUH �� $FFLGHQWV E\ PRGH RI WUDQVSRUW LQ %DUFHORQD ��������� �3pUH] HW DO�� �����
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&R�%HQHILWV RI (QHUJ\ 7UDQVLWLRQ�

(QHUJ\ WUDQVLWLRQ LV D YLWDO DVSHFW RI PLWLJDWLRQ LQ WKH FOLPDWH FULVLV EHFDXVH RI LWV GLUHFW
FRQVHTXHQFH� ,I IHZHU IRVVLO IXHOV DUH FRQVXPHG WR SURGXFH HQHUJ\� WKHUH ZLOO EH IHZHU &2�
HPLVVLRQV DQG RWKHU SROOXWDQWV OLNH 30V� R]RQH� DQG QLWURJHQ R[LGHV LQ WKH DWPRVSKHUH� 7KHUH
DUH D PXOWLWXGH RI FR�EHQHILWV WKDW ZRXOG DULVH IURP VXFK D WUDQVIRUPDWLRQ WR WKH HQHUJ\ V\VWHP�
7KHVH LQFOXGH GHFUHDVHV LQ FDUGLRYDVFXODU PRUELGLW\ DQG PRUWDOLW\� DVWKPD� DQG UHVSLUDWRU\
GLVHDVHV� $Q DJJUHJDWLRQ RI YDULRXV HQHUJ\ SROLF\ VWXGLHV VKRZ WKDW ZLWK WKHVH KHDOWK
LPSURYHPHQWV WKH 8�6� PD\ DYRLG XS WR ������� SUHPDWXUH GHDWKV WKURXJK ����� DQG ³KHDOWK
DQG FOLPDWH GDPDJHV RI ���� ELOOLRQ WR ���� ELOOLRQ WKURXJK ��������� DQG �� WULOOLRQ WR ��
WULOOLRQ WKURXJK ����´ �(VSRVLWR� ������ $YRLGLQJ KHDOWK GDPDJHV DQG GHDWKV RQ VXFK D ODUJH
VFDOH DYRLGV SXWWLQJ D VWUDLQ RQ KHDOWKFDUH V\VWHPV DQG HFRQRPLF IXQFWLRQ� WZR VHFWRUV WKDW DUH
HVSHFLDOO\ YXOQHUDEOH WR FOLPDWH FKDQJH�

(QHUJ\ WUDQVLWLRQ LQ WKH WUDQVSRUWDWLRQ VHFWRU FDQ EH FRQFHSWXDOL]HG LQ WZR IDVKLRQV� DQ HQHUJ\
VRXUFH WUDQVLWLRQ IURP JDV WR UHQHZDEOH VRXUFHV� VRODU RU HOHFWULFLW\� DQG D UHGXFWLRQ LQ YHKLFOH
XVDJH DOWRJHWKHU WKURXJK WKH XVH RI DFWLYH WUDQVSRUWDWLRQ OLNH ZDONLQJ� ELNLQJ� VFRRWHULQJ� RU
UXQQLQJ� 7KH RSWLRQ WR WUDQVLWLRQ VRXUFHV KDV EHHQ IDFLOLWDWHG E\ WHFKQRORJLFDO DGYDQFHPHQW�
ZKLFK DOVR VSXUV LPSURYHPHQW LQ YHKLFOH DQG IXHO HIILFLHQF\� 7KH HPLVVLRQV IURP SDVVHQJHU
YHKLFOHV KDYH EHHQ GUDVWLFDOO\ GHFUHDVHG WKURXJK &OHDQ $LU $FW SURWHFWLRQV DQG YHKLFOH
HPLVVLRQV VWDQGDUGV� $ VWXG\ HYDOXDWLQJ WKH OHYHO RI HPLVVLRQV E\ YHKLFOH FODVV DQG SROOXWDQW
IURP ��������� GHPRQVWUDWHG WKDW QLWURJHQ R[LGHV� VXOIXU GLR[LGH� 30���� DPPRQLD DQG 92&
HPLVVLRQV KDYH DOO GHFUHDVHG RYHU WKLV SHULRG� DOWKRXJK FDUERQ GLR[LGH HPLVVLRQV UHPDLQ DW
UHODWLYHO\ WKH VDPH OHYHO� $V D UHVXOW� 30��� DWWULEXWDEOH GHDWKV KDYH DOVR GHFUHDVHG E\ RYHU
��� �&KRPD HW DO�� ������ *LYHQ WKH KLVWRULFDO LQGLFDWLRQ WKDW WKHUH LV D UHGXFWLRQ LQ PRUWDOLW\
ZKHQ WUDQVSRUWDWLRQ HPLVVLRQV DUH UHGXFHG� RQH FDQ H[SHFW IXUWKHU GHFUHDVHV DV WKH WUHQG
FRQWLQXHV� 7KH GLUHFW LPSDFW RI UHGXFHG FRQYHQWLRQDO DLU SROOXWDQWV DOVR WUDQVODWHV WR LQFUHDVHG
SK\VLFDO DFWLYLW\ OHYHOV DQG GHFUHDVHG QRLVH LQ DUHDV FORVHVW WR URDGZD\V� HDFK RI ZKLFK KDV
DVVRFLDWHG KHDOWK FR�EHQHILWV� 5HGXFHG DLU SROOXWDQWV ZLOO OHDG WR GHFUHDVHV LQ FDUGLRYDVFXODU
PRUELGLW\ DQG PRUWDOLW\� DVWKPD DQG RWKHU UHVSLUDWRU\ GLVHDVHV�

%HQHILWV SHUWDLQLQJ WR SK\VLFDO DFWLYLW\ DUH PRUH FORVHO\ DVVRFLDWHG ZLWK LQWHUYHQWLRQV WKDW
IDFLOLWDWH DFWLYH WUDQVSRUWDWLRQ� 0RVW IRUPV RI DFWLYH WUDQVSRUWDWLRQ IDFLOLWDWH H[HUFLVH� ZKLFK
KDV KHDOWK EHQHILWV VXFK DV UHGXFHG ULVNV RI KHDUW GLVHDVH� VWURNH� PHQWDO LOOQHVVHV OLNH
GHSUHVVLRQ RU VOHHS GLVRUGHUV� FDQFHU� GHPHQWLD� REHVLW\� GLDEHWHV DQG RYHUDOO PRUWDOLW\ UDWHV
�/LWPDQ� ������ $GGLWLRQDOO\� DFWLYH WUDQVLW KDV OHG WR DQ LQFUHDVH LQ RYHUDOO ZHOOEHLQJ DQG
KDSSLQHVV FRPSDUHG WR WKRVH ZKR XVH PRWRU YHKLFOH WUDQVSRUWDWLRQ �3HUH] HW DO�� ������ 5RDG
VDIHW\ LPSDFWV DUH DOVR ZLGHVSUHDG DQG PXOWLIDFHWHG� ,Q %DUFHORQD IURP ���������� FDU�UHODWHG
LQMXULHV GHFUHDVHG E\ ��� DV D UHVXOW RI SROLFLHV WKDW SURPRWHG DFWLYH WUDQVSRUWDWLRQ �)LJ� ���
:KLOH WKH GDWD VKRZV D VOLJKW LQFUHDVH LQ F\FOLVW LQMXULHV� WKH LQFUHDVHG OHYHO RI ELF\FOH XVDJH
DPRQJ SHRSOH RYHUDOO DFWXDOO\ WUDQVODWHV WR D ³���� GHFUHDVH LQ FUDVKHV UHVXOWLQJ LQ F\FOLVW
LQMXULHV SHU ������� NP RQ ZRUNLQJ GD\V �3HUH]� �����´� 2YHUDOO� WKH SK\VLFDO KHDOWK EHQHILWV
RI DFWLYH WUDQVSRUWDWLRQ FRPELQHG ZLWK LWV HQYLURQPHQWDO IULHQGOLQHVV PDNHV LW D FRPSHOOLQJ
DGDSWDWLRQ PHDVXUH WR VXSSOHPHQW WKH SUROLIHUDWLRQ RI HOHFWULF DQG HIILFLHQW YHKLFOHV�
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(QHUJ\ 7UDQVLWLRQ DQG (QYLURQPHQWDO -XVWLFH�

:KLOH DOO SHRSOH ZKR DUH VXVFHSWLEOH WR WKH QHJDWLYH KHDOWK LPSDFWV RI FOLPDWH FKDQJH VKRXOG
H[SHULHQFH WKH FR�EHQHILWV IURP HQHUJ\ WUDQVLWLRQ� LQWHUYHQWLRQV VKRXOG EH DSSOLHG ZLWK DQ
HQYLURQPHQWDO MXVWLFH OHQV JLYHQ WKH EXUGHQ RI HQYLURQPHQWDO UDFLVP RQ PDUJLQDOL]HG
FRPPXQLWLHV� (QYLURQPHQWDO MXVWLFH LV D FRQFHSW WKDW ZDV ERUQ LQ WKH ����V E\ 'U� 5REHUW
%XOODUG� ZKR SLRQHHUHG VWXGLHV DERXW WKH GLVSURSRUWLRQDWH LPSDFWV RI SROOXWLRQ RQ FRPPXQLWLHV
RI FRORU� (QYLURQPHQWDO MXVWLFH LV GHILQHG E\ WKH 8�6� 'HSDUWPHQW RI (QHUJ\ DV ³WKH IDLU
WUHDWPHQW DQG PHDQLQJIXO LQYROYHPHQW RI DOO SHRSOH� UHJDUGOHVV RI UDFH� FRORU� QDWLRQDO RULJLQ� RU
LQFRPH� ZLWK UHVSHFW WR WKH GHYHORSPHQW� LPSOHPHQWDWLRQ� DQG HQIRUFHPHQW RI HQYLURQPHQWDO
ODZV� UHJXODWLRQV� DQG SROLFLHV´ �8�6� 'HSDUWPHQW RI (QHUJ\� Q�G��� )DLU WUHDWPHQW UHIHUV WR WKH
HUDGLFDWLRQ RI XQGXH EXUGHQV RQ PDUJLQDOL]HG FRPPXQLWLHV� QDPHO\ WKHLU SUR[LPLW\ WR ZDVWH
IDFLOLWLHV DQG SRZHU SODQWV WKDW FDXVH RXWVL]HG KHDOWK LPSDFWV� 0HDQLQJIXO LQYROYHPHQW UHTXLUHV
WKDW WKH FRPPXQLW\ WKDW ZLOO EH DIIHFWHG E\ DQ\ JLYHQ GHFLVLRQ WKDW FRXOG SRWHQWLDOO\ FUHDWH RU
UHPRYH DQ HQYLURQPHQWDO EXUGHQ PXVW EH QRW RQO\ KHDUG EXW JLYHQ DQ DFWLYH GHFLVLRQ�PDNLQJ
UROH LQ WKH SURFHVV� :KLOH IDLU WUHDWPHQW DQG PHDQLQJIXO LQYROYHPHQW DUH ULJKWHRXV LGHDOV WR
SXUVXH� WKH UHDOLW\ IRU PDQ\ PDUJLQDOL]HG FRPPXQLWLHV LV WKDW PRUH SRZHUIXO HQWLWLHV ZLOO
SUHWHQG WR HQWHUWDLQ WKHLU YRLFHV LQVWHDG RI JHQXLQHO\ FRQVLGHULQJ WKHP� 7KHVH UHDOLWLHV SUHVHQW
REVWDFOHV RI LQHTXLW\ LQ DFKLHYLQJ HQHUJ\ WUDQVLWLRQ� SDUWLFXODUO\ IRU FRPPXQLWLHV RI FRORU RQ D
ORFDO VFDOH� )RU H[DPSOH� WKH FRPPXQLW\ RI 0DQFKHVWHU� D SUHGRPLQDQWO\ +LVSDQLF
QHLJKERUKRRG LQ +RXVWRQ� 7H[DV� LV LQ FORVH SUR[LPLW\ WR WKH 9DOHUR 5HILQHU\� 7H[DV
3HWUR&KHPLFDO *URXS� DQG *RRG\HDU 6\QWKHWLF 5XEEHU 3ODQW� ,Q WKH GRFXPHQWDU\ 7KH &RQGRU
DQG WKH (DJOH ������� FRPPXQLW\ PHPEHUV DUH VKRZQ SHWLWLRQLQJ DJDLQVW WKH 9DOHUR 5HILQHU\¶V
UHTXHVW IRU D WD[ EUHDN WR WKH +RXVWRQ FLW\ FRXQFLO� &OLPDWH DFWLYLVW <XGLWK 1LHWR VSHFLILFDOO\
YRLFHG KHU IUXVWUDWLRQ DERXW KHU FRPPXQLW\ EHLQJ H[FOXGHG IURP GHFLVLRQV DERXW WKH UHILQHU\�
QDPHO\ EHFDXVH LWV FRQWLQXHG RSHUDWLRQ FDXVHV KLJK UDWHV RI DVWKPD DQG FDUGLRYDVFXODU GLVHDVH
LQ KHU QHLJKERUKRRG� 7KH FLW\ FRXQFLO XOWLPDWHO\ JUDQWHG WKH UHILQHU\ WKH WD[ EUHDN� HVVHQWLDOO\
LJQRULQJ WKH GHPDQGV �7KH &RQGRU DQG WKH (DJOH� ������ $PLGVW RWKHU H[DPSOHV RI IDLOHG
UHSUHVHQWDWLRQ IRU PDUJLQDOL]HG FRPPXQLWLHV� LW LV ZRUWKZKLOH WR FORVHO\ HYDOXDWH LQVWDQFHV ZKHQ
JRYHUQPHQWV DLP WR SULRULWL]H FRPPXQLW\ LQSXW DQG DFKLHYH HTXLWDEOH WUHDWPHQW�

(QHUJ\ 6\VWHPV 7UDQVIRUPDWLRQ &DVH 6WXGLHV�

%HDULQJ WKLV HQYLURQPHQWDO MXVWLFH OHQV LQ PLQG� WKLV SDSHU ZLOO QRZ WXUQ WR D VHW RI FDVH VWXGLHV
UHJDUGLQJ HQHUJ\ WUDQVLWLRQ LQWHUYHQWLRQV LQ PDUJLQDOL]HG FRPPXQLWLHV� 7KH FULWHULRQ E\ ZKLFK
WKHVH SURJUDPV ZLOO EH DQDO\]HG LV WKH OHYHO RI FRPPXQLW\ LQYROYHPHQW HQWDLOHG� WKH IDLU
WUHDWPHQW WKDW UHVXOWV IURP WKHP� DQG WKH OHYHO RI WDQJLELOLW\ RI WKH SURJUDP¶V KHDOWK LPSDFWV�

&DOLIRUQLD 6RODU *UHHQ 7DULII 3URJUDP

7KH &DOLIRUQLD 6RODU *UHHQ 7DULII �&6*7� 3URJUDP LV D VWDWHZLGH SURJUDP GHYRWHG WR SURYLGLQJ
VRODU HQHUJ\ DW D ��� GLVFRXQWHG UDWH WR GLVDGYDQWDJHG FRPPXQLWLHV �'$&V�� 7KH GHILQLWLRQ RI D
GLVDGYDQWDJHG FRPPXQLW\ LV D FRPPXQLW\ WKDW VXIIHUV EXUGHQV RI ³SRYHUW\� KLJK XQHPSOR\PHQW�
DLU DQG ZDWHU SROOXWLRQ� SUHVHQFH RI KD]DUGRXV ZDVWHV DV ZHOO DV KLJK LQFLGHQFH RI DVWKPD DQG
KHDUW GLVHDVH´ �&DOLIRUQLD 3XEOLF 8WLOLWLHV &RPPLVVLRQ �D�� ������ 7KHVH PHWULFV DPRQJ RWKHUV
SHUWDLQLQJ WR WKH VRFLDO GHWHUPLQDQWV RI KHDOWK� VXFK DV HGXFDWLRQ� OLQJXLVWLF LVRODWLRQ� DQG
KRXVLQJ EXUGHQ� DUH FRPSLOHG E\ WKH &DOLIRUQLD (QYLURQPHQWDO 3URWHFWLRQ $JHQF\ �&DO(3$�¶V
DQDO\WLFDO WRRO FDOOHG &DO(QYLUR6FUHHQ� 7KH WRRO SURYLGHV DQ LQWHUDFWLYH PDS WKDW LGHQWLILHV WKH
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VSHFLILF '$&V YLD WKHLU FHQVXV WUDFWV� 7KH UHDVRQ IRU WKH FUHDWLRQ RI WKH &DO(QYLUR6FUHHQ PDS
DQG WKH '$& FDWHJRUL]DWLRQ ZDV WKH &DOLIRUQLD 6HQDWH %LOO ��� &DOLIRUQLD &OLPDWH ,QYHVWPHQWV
WR %HQHILW 'LVDGYDQWDJHG &RPPXQLWLHV� /HYHOV RI LQYHVWPHQW JUDQWHG E\ WKH &DO(3$ DUH WKXV
VHQVLWLYH LQ DQ HQYLURQPHQWDO MXVWLFH OHQV� 7KH SURJUDP GHULYHV LWV EDVLV IURP WKH *UHHQ 7DULII
6KDUHG 5HQHZDEOHV �*765� SURJUDP� ZKLFK FUHDWHG WKH LQLWLDO PHDQV IRU WKH GLVSHQVDWLRQ RI
UHQHZDEOH HQHUJ\ VRXUFHV �&DOLIRUQLD 3XEOLF 8WLOLWLHV &RPPLVVLRQ �E�� ������ 7KH SULPDU\
WDUJHWV RI WKH LQLWLDWLYH DUH FXVWRPHUV ZKR DUH XQDEOH WR LQVWDOO VRODU SDQHOV RU VRODU WHFKQRORJ\ LQ
WKHLU KRPHV� ,QVWHDG RI DOORZLQJ WKLV WR EH D EDUULHU WR VRODU DFFHVV� WKH SURJUDP UHFLSLHQWV
UHFHLYH VRODU HQHUJ\ IURP D ORFDO VSRQVRU� 7KH ORFDO VSRQVRU LV D QHFHVVDU\ FRQGLWLRQ IRU D
FRPPXQLW\ WR UHFHLYH WKH SURJUDP EHFDXVH LW ZLOO VHUYH DV WKH KXE ZKHUH WKH VRODU HQHUJ\ LV
GUDZQ IURP� DQG LW ZLOO EH WKH IRUFH ZLWKLQ WKH FRPPXQLW\ WKDW LV UHVSRQVLEOH IRU FRQGXFWLQJ
RXWUHDFK WR IDFLOLWDWH PHPEHUV RI WKH FRPPXQLW\ MRLQLQJ WKH SURJUDP� 7KH VSRQVRU LWVHOI ZLOO
KDYH DFFHVV WR ��� RI WKH SURMHFW¶V FDSDFLW\� ZKLOH WKH UHPDLQLQJ FXVWRPHUV FDQ DFFHVV ��� RI
WKH FDSDFLW\� (DFK &6*7 SURMHFW PXVW DOORW ��� RI LWV FDSDFLW\ WR '$& FXVWRPHUV �%DNHU HW DO�
������

7KH SULPDU\ OLPLWDWLRQ RI WKH &6*7 LV LWV VFDOH� 7KH FDSDFLW\ RI WKH HQWLUH SURJUDP LV ��
PHJDZDWWV� ZKLFK VXSSRUWV DERXW ����� KRXVHKROGV� &HQVXV WUDFWV DUH PHDVXUHG E\ SRSXODWLRQ
VL]H� VR LW LV XQFOHDU SUHFLVHO\ KRZ PDQ\ SHRSOH ZLOO UHFHLYH VHUYLFH WKURXJK WKH &6*7�
+RZHYHU� WKHUH DUH � PLOOLRQ UHVLGHQWV LQ WKH WRS ��� PRVW GLVDGYDQWDJHG FRPPXQLWLHV SHU WKH
&DO(QYLUR6FUHHQ GDWD� VR D ODUJH SRUWLRQ RI WKHP ZRXOG QRW KDYH DFFHVV WR WKH &6*7 VSHFLILFDOO\
�&DOLIRUQLD 2IILFH RI (QYLURQPHQWDO +HDOWK +D]DUG $VVHVVPHQW� ������ &RPPXQLWLHV DUH
VHOHFWHG IRU WKH SURJUDP EDVHG RQ DXFWLRQV� *LYHQ WKDW WKH SURJUDP LV UHODWLYHO\ QRYHO DQG WKDW LW
KLQJHV XSRQ ORFDO OHYHOV RI FRRSHUDWLRQ� WKH SURJUDP¶V H[SDQVLRQ LV OLNHO\ FRQWLQJHQW RQ WKH
VXFFHVV RI LWV ILUVW LWHUDWLRQV� $GGLWLRQDOO\� ZKLOH WKH VRXUFH RI HQHUJ\ IRU WKH ORZ�LQFRPH
KRXVHKROGV LV QRZ UHQHZDEOH� WKH UHFLSLHQWV RI HQHUJ\ JHQHUDWHG E\ WKH SRZHU SODQWV RU IDFLOLWLHV
LQ WKH ORZ�LQFRPH QHLJKERUKRRGV ZLOO EH VRXUFHV RI GHPDQG WKDW SUHYHQW WKH SRZHU SODQWV IURP
VKXWWLQJ GRZQ� :LWKRXW WKH FHVVDWLRQ RI RSHUDWLRQ� WKH QHJDWLYH KHDOWK LPSDFWV RI SUR[LPLW\ WR D
IRVVLO IXHO SODQW ZLOO SHUVLVW HYHQ ZLWK WKH &6*7� 7KH SURJUDP GRHV QRW HQWDLO DQ\ VXSSOHPHQWDU\
KHDOWK EHQHILWV EH\RQG WKH UHGXFWLRQ LQ HQHUJ\ SULFHV DQG WKH SRWHQWLDO FUHDWLRQ RI MREV ZLWKLQ WKH
FRPPXQLW\� 7KLV VDYHG PRQH\ PD\ DOORZ IDPLOLHV WR VDYH H[WUD IXQGLQJ RQ OLYLQJ H[SHQVHV HDFK
PRQWK DQG SRWHQWLDOO\ VSHQG LW RQ KLJKHU TXDOLW\ KHDOWK VHUYLFHV RU FRPPXQLW\ DVVHWV� +RZHYHU�
IDLOLQJ WR DGGUHVV WKH URRW FDXVHV RI GLVHDVH DQG LOOQHVV VHYHUHO\ OLPLWV WKH EHQHILWV WKDW VXFK D
SURMHFW FRXOG LQFXU� ,W LV DOVR XQOLNHO\ WKDW WKH DVVRFLDWHG MRE FUHDWLRQ ZLOO KDYH ZLGHVSUHDG
LPSDFWV JLYHQ WKH VPDOO VFDOH RI WKH SURJUDP� 2QFH WKH VRODU SDQHOV DUH LQLWLDOO\ LQVWDOOHG DW WKH
VSRQVRU ORFDWLRQ� WKH MRE FUHDWLRQ DVSHFW LV HVVHQWLDOO\ FRPSOHWH EDUULQJ DQ\ IXUWKHU PDLQWHQDQFH
RI WKH SDQHOV �%DNHU HW DO� ������ 6RODU SDQHO PDLQWHQDQFH DQG LQVWDOODWLRQ LV DOVR D MRE WKDW
GHPDQGV SURORQJHG RXWGRRU H[SRVXUH� ZKLFK LV DQRWKHU IRUP RI HQYLURQPHQWDO LQHTXLW\�
$FFRUGLQJ WR WKH ,QWHUJRYHUQPHQWDO 3DQHO RQ &OLPDWH &KDQJH �,3&&� $5�� JOREDO KHDW H[WUHPHV
KDYH LQFUHDVHG DQG EHHQ DWWULEXWHG WR KXPDQ DFWLYLW\ ZLWK D KLJK GHJUHH RI FRQILGHQFH �)LJXUH
630��� ������ $V WHPSHUDWXUHV FRQWLQXH WR ULVH GXH WR FOLPDWH FKDQJH� RFFXSDWLRQDO KHDW KD]DUGV
FRXOG HQGDQJHU ZRUNHUV� 7KH ,QLWLDWLYH IRU (QHUJ\ -XVWLFH �,(-� DQDO\]HG WKH &6*7 DORQJ LWV
(QHUJ\ -XVWLFH 6FRUHFDUG PHWULFV� ZKLFK DVN ZKHWKHU D SURJUDP HQWDLOV VXIILFLHQW FRPPXQLW\
LQYROYHPHQW� UHPHG\LQJ RI SUHYLRXV KDUPV� DQG WKH EHQHILWV LQFXUUHG WR WKH FRPPXQLW\ RQ D
VFDOH RI � �QR� WR � �\HV�� 7KH &6*7 UHFHLYHV D � RQ EHQHILWV� DV WKHUH DUH QR DGYHUWLVHG KHDOWK RU
VRFLDO EHQHILWV EH\RQG WKH HOHFWULF ELOO VDYLQJV�
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1HZ <RUN &RPPXQLW\ 'LVWULEXWHG *HQHUDWLRQ 3URJUDP

7KH 1HZ <RUN &RPPXQLW\ 'LVWULEXWHG *HQHUDWLRQ �&'*� SURJUDP PLUURUV WKH &6*7 LQ LWV
LQWHQWLRQ WR PDNH VRODU HQHUJ\ PRUH DFFHVVLEOH DQG LQH[SHQVLYH WR ORZ�LQFRPH LQGLYLGXDOV� 7KH
&'* LV D VPDOOHU SURJUDP ZLWKLQ WKH ODUJHU VWDWHZLGH LQLWLDWLYH FDOOHG 5HIRUPLQJ WKH (QHUJ\
9LVLRQ �5(9�� 7KH 5(9 DURVH RXW RI D GHVLUH WR PRGHUQL]H HQHUJ\ V\VWHPV LQ 1<� HVSHFLDOO\ LQ
OLJKW RI WKH HQHUJ\ V\VWHP¶V YXOQHUDELOLW\ WR +XUULFDQH 6DQG\ LQ ���� �%DNHU HW DO�� ������ 7KH
SURJUDP LV QRW OLPLWHG WR SHRSOH ZLWKLQ D FHUWDLQ LQFRPH EUDFNHW� EXW WKH FRPPXQLW\ EDVHG
PRGHO LV GHVLJQHG WR GHFHQWUDOL]H UHQHZDEOH HQHUJ\ VRXUFHV� 7KH &'* LQYROYHV D VXEVFULSWLRQ
V\VWHP ZKHUH SDUWLFLSDQWV FDQ RSW WR UHFHLYH WKHLU HQHUJ\ IURP D ORFDO VRODU IDUP UDWKHU WKDQ
QHHGLQJ WR LQVWDOO WKHLU RZQ VRODU SDQHOV �5RFKHVWHU *DV 	 (OHFWULF� ������ 3DUWLFLSDQWV FDQ
DQQXDOO\ VDYH EHWZHHQ ����� RI WKHLU HOHFWULFLW\ ELOOV� RIIHULQJ ERWK D ILQDQFLDO DQG
HQYLURQPHQWDO LQFHQWLYH WR VLJQ XS� 'HYHORSHUV ZLVKLQJ WR MRLQ DV QHZ VRODU SURYLGHUV FDQ
EHFRPH DFFUHGLWHG WKURXJK WKH &'* DSSOLFDWLRQ SURFHVV� WKURXJK ZKLFK WKH\ PXVW SURYH WKDW
WKH\ PHHW JHQHUDWLRQ FDSDFLW\ DQG KRVWLQJ UHTXLUHPHQWV� 1< UHVLGHQWV FDQ LGHQWLI\ WKH FORVHVW
&'* VLWH XVLQJ WKH 1< VWDWH FRPPXQLW\ VRODU SURMHFW ORFDWRU� 7KH VLWH LQFOXGHV DQ LQWHUDFWLYH
PDS ZKHUH FXVWRPHUV FDQ VHOHFW WKHLU XWLOLW\ SURYLGHU DQG YLHZ DOO &'* SURMHFWV LQ WKHLU DUHDV�
$FURVV WKH VWDWH WKHUH DUH KLJK FRQFHQWUDWLRQV RI VRODU SURYLGHUV QHDU PRVW RI WKH VWDWH¶V PDMRU
FLWLHV�

,Q WHUPV RI HTXLW\ FRQVLGHUDWLRQV DQG LPSOHPHQWDWLRQV� WKH LQWHQWLRQV DQG PHVVDJLQJ RI WKH
SURJUDP ZHUH QRW IXOILOOHG LQ H[HFXWLRQ� ,Q WKH IRUPDWLRQ SURFHVV RI WKH SURJUDP� DQ DWWHPSW ZDV
PDGH WR TXDQWLI\ DQG IDFWRU LQ WKH YDOXH RI HQYLURQPHQWDO MXVWLFH WR WKH HQHUJ\ SULFLQJ� 7KH
SURJUDP FUHDWRUV DOVR HVWDEOLVKHG D /RZ�,QFRPH &ROODERUDWLYH WR HQJDJH VWDNHKROGHUV DERXW KRZ
WR SURPRWH ORZ�LQFRPH SDUWLFLSDWLRQ� EXW QRQH RI WKH FROODERUDWLYH¶V LQSXW ZDV WDNHQ LQWR
FRQVLGHUDWLRQ IRU WKH SURMHFW¶V ILQDO SURGXFW� :KHQ 3KDVH � RI WKH &'* EHJDQ GHYHORSPHQW LQ
����� WKH GHYHORSHUV LQWHQGHG WR SULRULWL]H &'* SURMHFWV LQ DUHDV ZKHUH DW OHDVW ��� RI
VXEVFULEHUV ZRXOG EH ORZ�WR�PRGHUDWH LQFRPH �%DNHU HW DO� ������ +RZHYHU� WKLV DVSHFW RI WKH
SURMHFW GLG QRW FRPH WR IUXLWLRQ� OHDYLQJ WKH ORZ�LQFRPH VHFWRU ZLWKRXW DGHTXDWH PDUNHW VXSSRUW�
$V RI QRZ� WKHUH LV QR SDUWLFXODU LQFHQWLYH WR LQYROYH ORZ�LQFRPH� PDUJLQDOL]HG FRPPXQLWLHV LQ D
&'* SURJUDP EH\RQG WKH JHQHUDO GLVFRXQW RQ SULFH�

7UDQVSRUWDWLRQ 7UDQVIRUPDWLRQ &DVH 6WXG\�

6DQ 'LHJR 5HJLRQDO $FWLYH 7UDQVSRUWDWLRQ 3URJUDP � &OLPDWH $FWLRQ 3ODQ

$V ZDV SUHYLRXVO\ GLVFXVVHG� HQHUJ\ WUDQVLWLRQ LQ WKH WUDQVSRUWDWLRQ VHFWRU FDQ LQYROYH DFWLYH
WUDQVSRUWDWLRQ LQWHUYHQWLRQV DQG WHFKQRORJLFDO DGDSWDWLRQV� VXFK DV WKH LQFUHDVH RI HOHFWULF
YHKLFOH XVDJH� 5HWXUQLQJ WR WKH VWDWH RI &DOLIRUQLD� RQH FDQ HYDOXDWH WKH TXDOLW\ RI WUDQVSRUWDWLRQ
LQWHUYHQWLRQV LQ WKH FLW\ RI 6DQ 'LHJR WR LGHQWLI\ QRQ�XQLIRUP WUDQVLWLRQ FRPPLWPHQWV� ,Q �����
WKH &LW\ RI 6DQ 'LHJR UHOHDVHG LWV &OLPDWH $FWLRQ 3ODQ �&$3�� PDUNLQJ LWV SOHGJH WR FXW WKH
FLW\¶V JUHHQKRXVH JDV HPLVVLRQV LQ KDOI E\ ���� �+DUULV� ������ 7KH\ LQWHQG WR DFKLHYH WKLV E\
VKLIWLQJ ��� RI FRPPXWHV LQ WUDQVLW SULRULW\ DUHDV WR ELNLQJ� ZDONLQJ� DQG SXEOLF WUDQVLW E\ �����
,Q ����� WKH &DOLIRUQLD OHJLVODWXUH SDVVHG 6% ��� ZKLFK FUHDWHG D VWDWHZLGH $FWLYH
7UDQVSRUWDWLRQ 3URJUDP �$73�� 7KH SURJUDP¶V LQWHQWLRQV VSDQ DFURVV HQYLURQPHQWDO DQG KHDOWK
EHQHILWV� LQFOXGLQJ ³LQFUHDVLQJ WKH SURSRUWLRQ RI ELNLQJ DQG ZDONLQJ WULSV� LQFUHDVLQJ WKH VDIHW\
RI QRQ�PRWRUL]HG XVHUV� UHGXFLQJ JUHHQKRXVH JDV �*+*� HPLVVLRQV� DQG HQKDQFLQJ SXEOLF
KHDOWK´ �&DOLIRUQLD 7UDQVSRUWDWLRQ &RPPLVVLRQ ������ )XQGLQJ IRU SURMHFWV LV DOORFDWHG DW WKH

&XUD 7HUUD 6SULQJ ����



&R�%HQHILWV RI (QHUJ\ 7UDQVLWLRQ LQ 8�6� 0DUJLQDOL]HG &RPPXQLWLHV 0DUDV ��

UHJLRQDO OHYHO� DIWHU ZKLFK ORFDOLWLHV FDQ KROG FRPSHWLWLRQV RU DXFWLRQV WR IXUWKHU GLYLGH WKH
PRQH\ WRZDUGV ZRUWK\ SURMHFWV� ,Q 6DQ 'LHJR� SURMHFWV DUH VFRUHG DQG DZDUGHG IXQGLQJ EDVHG
RQ LQIUDVWUXFWXUH DQG QRQ�LQIUDVWUXFWXUH VFRULQJ FULWHULD� 2QH RI WKH PRVW ZLGHVSUHDG $73
LQWHUYHQWLRQV KDV EHHQ WKH FUHDWLRQ DQG FRQQHFWLRQ RI ����� PLOHV RI ELNH SDWKV� ELNH ODQHV� RU
PXOWL XVH SDWKV �L&RPPXWH 6$1'$*� Q�G��� %H\RQG H[SHFWHG PHWULFV WKDW LQFUHDVH VDIHW\ IRU
SHGHVWULDQV DQG ELF\FOLVWV� VHYHUDO RWKHU PHWULFV LQ ERWK FDWHJRULHV DUH GHOLEHUDWHO\ RULHQWHG
WRZDUGV HQYLURQPHQWDO MXVWLFH� 3URMHFWV UHFHLYH D KLJKHU UDQNLQJ LI WKH\ WDUJHW SRSXODWLRQV ZLWK
KLJK ULVN IDFWRUV IRU REHVLW\� DVWKPD�RU SK\VLFDO LQDFWLYLW\� ILW LQWR D UHJLRQDO &OLPDWH $FWLRQ 3ODQ
DLPHG DW UHGXFLQJ *+*V� RU EHQHILW D '$&� 6DQ 'LHJR¶V $73 SODQ FDUYHV RXW ��� RI DYDLODEOH
IXQGV IRU '$&V� ZKLFK DUH GHILQHG GLIIHUHQWO\ WKDQ IRU WKH &6*7� $ '$& LV GHILQHG DV D
PLQRULW\� ORZ�LQFRPH RU VHQLRU SRSXODWLRQ� 7KH GHILQLWLRQ RI ³PLQRULW\´ LV GHULYHG IURP WKH
)HGHUDO +LJKZD\ $GPLQLVWUDWLRQ DQG LQFOXGHV DOO %ODFN� +LVSDQLF� $VLDQ $PHULFDQ� $PHULFDQ
,QGLDQ RU $ODVNDQ 1DWLYH SRSXODWLRQV �6$1'$*� ������ /RZ LQFRPH SRSXODWLRQV DUH ³WKRVH
ZLWK LQFRPH OHYHOV ���� EHORZ WKH IHGHUDO SRYHUW\ UDWH´� $73V FDQ EH DGMDFHQW� LQ UHDVRQDEOH
SUR[LPLW\� RU GLUHFWO\ FRQQHFWHG WR WKH '$& WR UHFHLYH IXQGLQJ�

)LJXUH � �OHIW�� 3XEOLF (9 &KDUJLQJ $UHDV RYHUODLG ZLWK 6DQ 'LHJR %ODFN 3RSXODWLRQ �$IULFDQ
$PHULFDQV>���@� �����
)LJXUH � �ULJKW�� %LNHZD\V LQ WKH 6DQ 'LHJR 5HJLRQ �L&RPPXWH 6$1'$*� �����

'HVSLWH WKH FLW\¶V ZULWWHQ FRPPLWPHQW WR '$&V DQG HQYLURQPHQWDO MXVWLFH� WKH OHYHO RI HTXLW\
DFURVV LQWHUYHQWLRQV LV QRW VXSSRUWHG E\ VRFLRHFRQRPLF GHPRJUDSKLF GDWD� 7KH 6DQ 'LHJR ELNH
PDS DQG PDS RI SXEOLF HOHFWULF YHKLFOH �(9� FKDUJLQJ VWDWLRQV KDYH D VLPLODU SDWWHUQ RI
GLVWULEXWLRQ� 7KH PDMRULW\ RI (9 FKDUJLQJ VWDWLRQV DUH QRW LQ RU QHDU DUHDV ZLWK KLJK
FRQFHQWUDWLRQV RI %ODFN SRSXODWLRQV �)LJ� ��� 6LPLODUO\� ZKLOH WKH ELNH PDS VKRZV D
FRPSUHKHQVLYH QHWZRUN RI ODQHV DFURVV WKH FLW\� WKH VDPH QHLJKERUKRRGV ZLWK ODUJH %ODFN
SRSXODWLRQV ODFN WKH VDPH FRQQHFWLYLW\ WKDW RWKHU QHLJKERUKRRGV KDYH� 7KH ELNH ODQHV UXQ DORQJ
ODUJHU URDGV� QRW WKURXJK WKH QHLJKERUKRRGV WKHPVHOYHV �)LJ� ��� :LWKRXW VXIILFLHQW
LQIUDVWUXFWXUH WR SDUWLFLSDWH LQ DFWLYH WUDQVSRUWDWLRQ� FRPPXQLWLHV RI FRORU ZLOO QRW H[SHULHQFH
WKH VDPH FR�EHQHILWV DV RWKHU FRPPXQLWLHV� 7KLV GLVFUHSDQF\ LV IXUWKHU UHIOHFWHG LQ WKH ���� 6DQ
'LHJR &OLPDWH (TXLW\ ,QGH[ 5HSRUW� 7KH &OLPDWH (TXLW\ ,QGH[ �&(,� HYDOXDWHV FHQVXV WUDFWV E\
HQYLURQPHQWDO� KHDOWK� KRXVLQJ� PRELOLW\� DQG VRFLRHFRQRPLF LQGLFDWRUV� LQFOXGLQJ DVWKPD UDWHV�
DFFHVV WR SXEOLF WUDQVLW� ELNHDELOLW\� (9 FKDUJLQJ LQIUDVWUXFWXUH� SRYHUW\ UDWH� HQHUJ\ FRVW EXUGHQ�
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DQG D PXOWLWXGH RI RWKHU UHOHYDQW IDFWRUV� 7KH GHILQLWLRQ IRU ³FOLPDWH HTXLW\´ ZDV GHYHORSHG LQ
SDUWQHUVKLS ZLWK FRPPXQLW\�EDVHG RUJDQL]DWLRQV� ZKLFK LQ SDUW IXOILOOV WKH PHDQLQJIXO
SDUWLFLSDWLRQ DVSHFW RI HQYLURQPHQWDO MXVWLFH� 6HYHUDO HQYLURQPHQWDO LQGLFDWRUV VXFK DV IORRG
ULVN� ILUH ULVN� DQG 8+, LQGH[ UHIOHFW FHQVXV WUDFWV¶ YXOQHUDELOLW\ WR FOLPDWH FKDQJH� EXW IXWXUH
FOLPDWH LQIOXHQFH RQ KHDOWK LQGLFDWRUV LV QRW UHIOHFWHG�

7KH &(, LV OLPLWHG LQ LWV FKRLFHV IRU LQGLFDWRUV GXH WR JDSV LQ GDWD IRU FHUWDLQ PHWULFV� )RU
H[DPSOH� WKH\ FXUUHQWO\ ODFN D VXIILFLHQW ZD\ WR WUDFN DLU TXDOLW\ RQ D FHQVXV WUDFW OHYHO� 7KH
LQGH[ KDV ILYH FDWHJRULHV RI DFFHVV WR RSSRUWXQLW\� UDQJLQJ IURP YHU\ ORZ WR YHU\ KLJK DFFHVV�
:LWKLQ WKH YHU\ ORZ DFFHVV FHQVXV WUDFWV� ��� RI UHVLGHQWV DUH SHRSOH RI FRORU� DQG WKH ORZ
DFFHVV WUDFWV KDYH ��� UHVLGHQWV RI FRORU �&LW\ RI 6DQ 'LHJR 6XVWDLQDELOLW\ 'HSDUWPHQW� ������
7KH &(, GDWD UHIOHFWV D ODUJH JDS EHWZHHQ LQWHQWLRQV RI HTXLW\ DQG WKH UHDOLW\ IRU PDUJLQDOL]HG
FRPPXQLWLHV� )XUWKHU� WKH DFWXDO HQYLURQPHQWDO LPSDFWV WKDW WKH ���� &$3 DLPV WR DFKLHYH KDYH
QRW FRPH WR IUXLWLRQ ZLWKLQ D UHDVRQDEOH WLPHIUDPH� 7KH ���� LWHUDWLRQ RI WKH 6$1'$* &$3
LQFOXGHG SURMHFWLRQV WKDW HVWLPDWH RQO\ ����� RI FRPPXWHUV ZLOO XWLOL]H ELNH� ZDONLQJ DQG
WUDQVLW E\ ����� ZKLFK VHYHUHO\ XQGHUVKRRWV WKH ��� WDUJHW ODLG RXW LQ WKH ���� &$3 �+DUULV�
������ 7KHUH KDV DOVR EHHQ QR GDWD FROOHFWLRQ RQ ZKHWKHU WKHRUHWLFDO FR�EHQHILWV RI DFWLYH
WUDQVSRUWDWLRQ DQG HQHUJ\ WUDQVLWLRQ KDYH PDQLIHVWHG LQ 6DQ 'LHJR� 7KH &(, UHSRUW ZLOO EH
UHIUHVKHG HYHU\ ILYH \HDUV WR WUDFN WKH FLW\¶V SURJUHVV� VR LWV QH[W LWHUDWLRQ LQ ���� ZLOO SURYLGH
WKH ILUVW EHQFKPDUN IRU GDWD FRPSDULVRQ� 7KH &(,¶V KROLVWLF FRPSRVLWLRQ DV D OLQNDJH EHWZHHQ
KHDOWK� HQYLURQPHQW� DQG VRFLRHFRQRPLF IDFWRUV PDNHV LW D FRPSHOOLQJ PHWULF WKDW FRXOG EH
DSSOLHG LQ RWKHU ORFDOLWLHV DFURVV WKH 86� $V WKH FLW\ SRWHQWLDOO\ ZRUNV WR DFFHOHUDWH WKHLU
SURJUHVV LQ HPLVVLRQV DQG SROOXWLRQ UHGXFWLRQ� WKH KHDOWK RI LWV UHVLGHQWV VKRXOG VHUYH DV D
FHQWUDO PRWLYH IRU LPSURYHPHQW�

5HVHDUFK 'LUHFWLRQV�

)URP WKH &6*7 DQG WKH 1HZ <RUN &'* SURJUDP RQH FDQ JOHDQ WKDW UHQHZDEOH HQHUJ\
LQWHUYHQWLRQV VKRXOG EH H[HFXWHG ZLWK DWWHQWLRQ WR ERWK DVSHFWV RI HQYLURQPHQWDO MXVWLFH� :KLOH
WKH &'* SURFHVV GLG LQFOXGH PHDQLQJIXO LQYROYHPHQW IRU PDUJLQDOL]HG FRPPXQLWLHV DW ILUVW� WKH
GHFLVLRQ WR LJQRUH WKHLU LQSXW XQGHUPLQHG WKH SRLQW RI HQJDJLQJ WKHP DW DOO� )DLU WUHDWPHQW LV
LPSRVVLEOH ZLWKRXW ILUVW DGGUHVVLQJ WKH FRPPXQLW\¶V VHQVLWLYLWLHV� 7KH UHVSRQVLELOLW\ WR HQJDJH
DQG IXOILOO WKHVH QHHGV XOWLPDWHO\ IDOOV RQ WKH JRYHUQPHQW� ZKR KDV WKH QHFHVVDU\ UHVRXUFHV DQG
UHVHDUFK FDSDELOLW\� 0RUH DWWHQWLRQ VKRXOG EH GHYRWHG WR GHWHUPLQLQJ PDUNHW LQWHUYHQWLRQV WKDW
TXDQWLI\ HQYLURQPHQWDO MXVWLFH LPSDFWV DQG IXUWKHU GLVFRXQW HQHUJ\ FRVWV� 5HVHDUFKHUV VKRXOG
IRFXV RQ H[SDQGLQJ WKH FDSDFLW\ RI FRPPXQLW\ HQHUJ\ SURJUDPV WR VHUYH PRUH KRXVHKROGV DW D
WLPH� 7KH 6DQ 'LHJR $73 IUDPHZRUN¶V WDUJHWLQJ RI DUHDV ZLWK QRWDEOH OHYHOV RI QHJDWLYH KHDOWK
RXWFRPHV LV D VRXQG DQG WDQJLEOH ZD\ WR HQVXUH HQYLURQPHQWDO MXVWLFH UHPDLQV D SULRULW\� $V
$73V DQG RWKHU LQWHUYHQWLRQV H[SDQG� WKH FKDOOHQJH RI HVWDEOLVKLQJ GLUHFW OLQNDJHV EHWZHHQ
VSHFLILF SURJUDPV DQG VSHFLILF KHDOWK EHQHILWV FDQ SRVH DQ REVWDFOH WR WKHLU SUROLIHUDWLRQ� 7R
FRQIURQW WKLV FKDOOHQJH� FLW\ JRYHUQPHQWV VKRXOG SULRULWL]H UREXVW UHVHDUFK LQIUDVWUXFWXUH DQG
GLOLJHQW PRQLWRULQJ RI KHDOWK LPSDFWV�
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&RQFOXVLRQ�

,Q FRQFOXVLRQ� HQHUJ\ WUDQVLWLRQ IRU HQHUJ\ DQG WUDQVSRUWDWLRQ V\VWHPV LV QHFHVVDU\ QRW RQO\ WR
UHGXFH DLU SROOXWLRQ DQG RWKHU QHJDWLYH HQYLURQPHQWDO WUHQGV� EXW DOVR WR PLWLJDWH WKH KHDOWK ULVNV
WKDW DLU SROOXWLRQ FUHDWHV� ,W LV HVSHFLDOO\ LPSRUWDQW WR FRQIHU WKH FR�EHQHILWV RI HQHUJ\ WUDQVLWLRQ
RQWR PDUJLQDOL]HG FRPPXQLWLHV GXH WR WKH KLVWRULF LQMXVWLFHV WKH\ KDYH IDFHG� +RZHYHU� WKHUH DUH
PXOWLSOH EDUULHUV WR UHDOL]LQJ HQYLURQPHQWDO MXVWLFH WKURXJK HQHUJ\ WUDQVLWLRQ� 7KLV SDSHU
SURYLGHG FDVH VWXGLHV RI SURJUDPV WKDW DWWHPSW WR WUDQVIRUP WKH HQHUJ\ DQG WUDQVSRUWDWLRQ
V\VWHPV IRU ORZ�LQFRPH DQG PDUJLQDOL]HG FRPPXQLWLHV� )URP DQ HTXLW\ VWDQGSRLQW� LW LV
LPSRUWDQW WKDW SURJUDPV DGGUHVVLQJ PDUJLQDOL]HG FRPPXQLWLHV PDNH FOHDU WKH KHDOWK EHQHILWV WKDW
DFFRPSDQ\ WKH SURPRWLRQ RI UHQHZDEOH HQHUJ\ DQG DFWLYH WUDQVSRUWDWLRQ� 3URJUDPV PXVW DOVR
FRQIHU WKRVH EHQHILWV ZLWKRXW LQWURGXFLQJ QHZ RU XQGXH EXUGHQV WKDW ZLOO H[DFHUEDWH WKHLU
GLVDGYDQWDJH� ,I WKLV LV DFFRPSOLVKHG VXFFHVVIXOO\� WKH UHVXOWLQJ UHGXFWLRQ RI FDUGLRYDVFXODU DQG
UHVSLUDWRU\ GLVHDVH� DVWKPD� PHQWDO LOOQHVV� REHVLW\ DQG PRUWDOLW\ ZLOO JUHDWO\ LPSURYH WKH
OLYHOLKRRGV RI PDUJLQDOL]HG SHRSOH DQG WKH HQYLURQPHQW WKDW VXUURXQGV WKHP�
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5HIHUHQFHV�

$FKDNXOZLVXW� 3�� $QHQEHUJ� 6� &�� 1HXPDQQ� -� (�� 3HQQ� 6� /�� :HLVV� 1�� &ULPPLQV� $�� )DQQ�
1�� 0DUWLQLFK� -�� 5RPDQ� +�� 	 0LFNOH\� /� -� ������� (IIHFWV RI ,QFUHDVLQJ $ULGLW\ RQ
$PELHQW 'XVW DQG 3XEOLF +HDOWK LQ WKH 8�6� 6RXWKZHVW XQGHU &OLPDWH &KDQJH�
*HR+HDOWK� ����� ���±���� KWWSV���GRL�RUJ�������������JK������

$IULFDQ $PHULFDQV &RQFHQWUDWHG LQ 'LYHUVH 5HGOLQHG 6DQ 'LHJR� 0DNHOOR� ������ $XJXVW ����
5HWULHYHG 0D\ ��� ����� IURP
KWWSV���ZZZ�PDNHOOR�FRP�EORJ�DIULFDQ�DPHULFDQV�FRQFHQWUDWHG�LQ�GLYHUVH�UHGOLQHG�VDQ�
HJR�

%DNHU� 6�� 'H9DU� 6�� 	 3UDNDVK� 6� ������ 'HFHPEHU�� 6HFWLRQ � ² &DVH 6WXGLHV RI &DOLIRUQLD
DQG 1HZ <RUN &RPPXQLW\ (QHUJ\ 3URJUDPV� ,QLWLDWLYH IRU (QHUJ\ -XVWLFH� 5HWULHYHG
0D\ ��� ����� IURP

KWWSV���LHMXVD�RUJ�VHFWLRQ���FDVH�VWXGLHV�RI�FDOLIRUQLD�DQG�QHZ�\RUN�FRPPXQLW\�HQHUJ\�S
URJUDPV�

%XUURZV� /� ������ $SULO ���� 7KH &RPSOH[ 5HODWLRQVKLS EHWZHHQ +HDW DQG 2]RQH� 5HWULHYHG
0D\ ��� ����� IURP

KWWSV���QHZV�KDUYDUG�HGX�JD]HWWH�VWRU\���������WKH�FRPSOH[�UHODWLRQVKLS�EHWZHHQ�KHDW�D
QG�R]RQH�

&DOLIRUQLD 2IILFH RI (QYLURQPHQWDO +HDOWK +D]DUG $VVHVVPHQW� ������� 6% ��� 'LVDGYDQWDJHG
&RPPXQLWLHV� &DO(QYLUR6FUHHQ� 5HWULHYHG 0D\ ��� ����� IURP
KWWSV���RHKKD�FD�JRY�FDOHQYLURVFUHHQ�VE���

&DOLIRUQLD 3XEOLF 8WLOLWLHV &RPPLVVLRQ �D�� ������� 'LVDGYDQWDJHG &RPPXQLWLHV� 5HWULHYHG 0D\
��� ����� IURP
KWWSV���ZZZ�FSXF�FD�JRY�LQGXVWULHV�DQG�WRSLFV�HOHFWULFDO�HQHUJ\�LQIUDVWUXFWXUH�GLVDGYDQWD
JHG�FRPPXQLWLHV

&DOLIRUQLD 3XEOLF 8WLOLWLHV &RPPLVVLRQ �E�� ������� *UHHQ 7DULII�6KDUHG 5HQHZDEOHV 3URJUDP�
5HWULHYHG 0D\ ��� ����� IURP
KWWSV���ZZZ�FSXF�FD�JRY�LQGXVWULHV�DQG�WRSLFV�HOHFWULFDO�HQHUJ\�HOHFWULF�UDWHV�JUHHQ�WDULII
�VKDUHG�UHQHZDEOHV�SURJUDP

&DOLIRUQLD 7UDQVSRUWDWLRQ &RPPLVVLRQ� ������� $FWLYH 7UDQVSRUWDWLRQ 3URJUDP� 5HWULHYHG 0D\
��� ����� IURP KWWSV���FDWF�FD�JRY�SURJUDPV�DFWLYH�WUDQVSRUWDWLRQ�SURJUDP

&KRPD� (� )�� (YDQV� -� 6�� *yPH]�,EixH]� -� $�� 'L� 4�� 6FKZDUW]� -� '�� +DPPLWW� -� .�� 	
6SHQJOHU� -� '� ������� +HDOWK %HQHILWV RI 'HFUHDVHV LQ 2Q�5RDG 7UDQVSRUWDWLRQ

(PLVVLRQV LQ WKH 8QLWHG 6WDWHV IURP ���� WR ����� 3URFHHGLQJV RI WKH 1DWLRQDO $FDGHP\ RI
6FLHQFHV� �������� �±��� KWWSV���GRL�RUJ���������SQDV�����������

&LW\ RI 6DQ 'LHJR 6XVWDLQDELOLW\ 'HSDUWPHQW� ������� �UHS��� 6DQ 'LHJR
V &OLPDWH (TXLW\ ,QGH[
5HSRUW �SS� �±���� 6DQ 'LHJR� &$�

(QYLURQPHQWDO 3URWHFWLRQ $JHQF\ �D�� ������ 6HSWHPEHU ��� (3$ 5HSRUW 6KRZV 'LVSURSRUWLRQDWH
,PSDFWV RI &OLPDWH &KDQJH RQ 6RFLDOO\ 9XOQHUDEOH 3RSXODWLRQV LQ WKH 8QLWHG 6WDWHV�
5HWULHYHG 0D\ ��� ����� IURP
KWWSV���ZZZ�HSD�JRY�QHZVUHOHDVHV�HSD�UHSRUW�VKRZV�GLVSURSRUWLRQDWH�LPSDFWV�FOLPDWH�FK
DQJH�VRFLDOO\�YXOQHUDEOH

(QYLURQPHQWDO 3URWHFWLRQ $JHQF\ �E�� ������ -DQXDU\�� 6PRJ� 6RRW� DQG 2WKHU $LU 3ROOXWLRQ
IURP 7UDQVSRUWDWLRQ� 5HWULHYHG 0D\ ��� ����� IURP

KWWSV���ZZZ�HSD�JRY�WUDQVSRUWDWLRQ�DLU�SROOXWLRQ�DQG�FOLPDWH�FKDQJH�VPRJ�VRRW�DQG�RWKH
U�DLU�SROOXWLRQ�WUDQVSRUWDWLRQ

&XUD 7HUUD 6SULQJ ����



&R�%HQHILWV RI (QHUJ\ 7UDQVLWLRQ LQ 8�6� 0DUJLQDOL]HG &RPPXQLWLHV 0DUDV ��

(QYLURQPHQWDO 3URWHFWLRQ $JHQF\ �F�� ������ $SULO�� 6RXUFHV RI *UHHQKRXVH *DV (PLVVLRQV�
5HWULHYHG 0D\ ��� ����� IURP
KWWSV���ZZZ�HSD�JRY�JKJHPLVVLRQV�VRXUFHV�JUHHQKRXVH�JDV�HPLVVLRQV

(VSRVLWR� '� ������� �UHS��� 6WXGLHV &RQYHUJH RQ %HQHILWV RI D 5DSLG &OHDQ (QHUJ\ 7UDQVLWLRQ
�SS� �±���� 6DQ )UDQFLVFR� &$� (QHUJ\ ,QQRYDWLRQ�

)DQQ� 1�� 7� %UHQQDQ� 3� 'ROZLFN� -�/� *DPEOH� 9� ,ODFTXD� /� .ROE� &�*� 1ROWH� 7�/� 6SHUR� DQG
/� =LVND� ������� 7KH ,PSDFWV RI &OLPDWH &KDQJH RQ +XPDQ +HDOWK LQ WKH 8QLWHG 6WDWHV�
$ 6FLHQWLILF $VVHVVPHQW� 8�6� *OREDO &KDQJH 5HVHDUFK 3URJUDP� :DVKLQJWRQ� '&�
��±��� KWWS���G[�GRL�RUJ������������-�*4�93�

)LJXUH 630�� LQ ,3&&� ����� 6XPPDU\ IRU 3ROLF\PDNHUV� ,Q� &OLPDWH &KDQJH ����� 7KH
3K\VLFDO 6FLHQFH %DVLV� &RQWULEXWLRQ RI :RUNLQJ *URXS , WR WKH 6L[WK $VVHVVPHQW 5HSRUW
RI WKH ,QWHUJRYHUQPHQWDO 3DQHO RQ &OLPDWH &KDQJH >0DVVRQ�'HOPRWWH� 9�� 3� =KDL� $�
3LUDQL� 6�/� &RQQRUV� &� 3pDQ� 6� %HUJHU� 1� &DXG� <� &KHQ� /� *ROGIDUE� 0�,� *RPLV� 0�
+XDQJ� .� /HLW]HOO� (� /RQQR\� -�%�5� 0DWWKHZV� 7�.� 0D\FRFN� 7� :DWHUILHOG� 2�
<HOHNoL� 5� <X� DQG %� =KRX �HGV��@� ������� &DPEULGJH 8QLYHUVLW\ 3UHVV� &DPEULGJH� 8.
DQG 1HZ <RUN� 1<� SS� �í��� GRL���������������������������

+DUULV� 1� ������� 0LVVLQJ WKH 0DUN� &LW\ RI 6DQ 'LHJR 0XVW 'RXEOH 'RZQ RQ
%LNH�:DON�7UDQVLW 7DUJHWV LQ &OLPDWH $FWLRQ 3ODQ� 5HWULHYHG IURP
KWWSV���IGI�F�����E�G����F��GF���HGHD�����IG�ILOHVXVU�FRP�XJG���F�F�B�I�HH�H�G��H�
�ED����EHD���I������SGI"LQGH[ WUXH

L&RPPXWH 6$1'$*� �Q�G��� %LNH 0DS� 5HWULHYHG 0D\ ��� ����� IURP
KWWSV���ZZZ�LFRPPXWHVG�FRP�ELNH�%LNH0DS�DVS[

.LQJ� 1� ������ $SULO ��� $ %ULHI +LVWRU\ RI +RZ 5DFLVP 6KDSHG ,QWHUVWDWH +LJKZD\V� 5HWULHYHG
0D\ ��� ����� IURP
KWWSV���ZZZ�QSU�RUJ����������������������D�EULHI�KLVWRU\�RI�KRZ�UDFLVP�VKDSHG�LQWHUVW
DWH�KLJKZD\V

.OHHUHNRSHU� /�� YDQ (VFK� 0�� 	 6DOFHGR� 7� %� ������� +RZ WR 0DNH D &LW\ &OLPDWH�3URRI�
$GGUHVVLQJ WKH 8UEDQ +HDW ,VODQG (IIHFW� 5HVRXUFHV� &RQVHUYDWLRQ DQG 5HF\FOLQJ� ���
��±��� KWWSV���GRL�RUJ���������M�UHVFRQUHF������������

/LWPDQ� 7� ������� (YDOXDWLQJ $FWLYH 7UDQVSRUW %HQHILWV DQG &RVWV �SS� �±���� 9LFWRULD� %ULWLVK
&ROXPELD� 9LFWRULD 7UDQVSRUW 3ROLF\ ,QVWLWXWH�

0DGULJDQR� -�� -DFN� '�� $QGHUVRQ� *� %�� %HOO� 0� /�� 	 .LQQH\� 3� /� ������� 7HPSHUDWXUH�
2]RQH� DQG 0RUWDOLW\ LQ 8UEDQ DQG 1RQ�8UEDQ &RXQWLHV LQ WKH 1RUWKHDVWHUQ 8QLWHG
6WDWHV� (QYLURQPHQWDO +HDOWK� ������ KWWSV���GRL�RUJ�����������������[�����

1HXPDQQ� -� (�� $PHQG� 0�� $QHQEHUJ� 6�� .LQQH\� 3� /�� 6DURILP� 0�� 0DUWLQLFK� -�� /XNHQV� -��
;X� -��:�� 	 5RPDQ� +� ������� (VWLPDWLQJ 30����5HODWHG 3UHPDWXUH 0RUWDOLW\ DQG
PRUELGLW\ DVVRFLDWHG :LWK )XWXUH :LOGILUH (PLVVLRQV LQ WKH :HVWHUQ 86� (QYLURQPHQWDO
5HVHDUFK /HWWHUV� ������ KWWSV���GRL�RUJ�������������������DEH��E

1<8 6FKRRO RI /DZ� ������� +HDOWK (IIHFWV RI %XUQLQJ )RVVLO )XHOV� 6WDWH (QHUJ\ DQG
(QYLURQPHQWDO ,PSDFW &HQWHU� 5HWULHYHG 0D\ ��� ����� IURP
KWWSV���ZZZ�ODZ�Q\X�HGX�FHQWHUV�VWDWH�LPSDFW�SURMHFWV�UHSRUWV�SURMHFWV�FOLPDWH�DQG�KHDOWK
�KHDOWK�HIIHFWV�RI�EXUQLQJ�IRVVLO�IXHOV

3pUH]� .�� 2ODEDUULD� 0�� 5RMDV�5XHGD� '�� 6DQWDPDULxD�5XELR� (�� %RUUHOO� &�� 	
1LHXZHQKXLMVHQ� 0� ������� 7KH KHDOWK DQG HFRQRPLF EHQHILWV RI DFWLYH WUDQVSRUW SROLFLHV
LQ %DUFHORQD� -RXUQDO RI 7UDQVSRUW 	 +HDOWK� �� ���±����
KWWSV���GRL�RUJ���������M�MWK������������

&XUD 7HUUD 6SULQJ ����



&R�%HQHILWV RI (QHUJ\ 7UDQVLWLRQ LQ 8�6� 0DUJLQDOL]HG &RPPXQLWLHV 0DUDV ��

5RFKHVWHU *DV 	 (OHFWULF� ������� &RPPXQLW\ GLVWULEXWHG JHQHUDWLRQ� 5HWULHYHG 0D\ ��� �����
IURP
KWWSV���ZZZ�UJH�FRP�ZSV�SRUWDO�UJH�VDYHHQHUJ\�LQQRYDWLRQ�GLVWULEXWHGJHQHUDWLRQ�FRPPX
QLW\BGLVWULEXWHGBJHQHUDWLRQ��XW�S�]��K<B/'R,Z((:B[8:;=N<N%SH(*,�.Z9�SKO6R
S6RWO(/����(5%G*O�1]�M�=<(&%D7�R\=�\PSBYG�=P�;46/�=�K0O\+R6�Z\J.�
P7M<H''*WKY�/�J�7L.-E&*X�TV�0($99TE�6N%:TU2:E;YQ6LO�0.��V/8GD�9X
�<I43�-4.D2EFW&<,;57OZF8&V)O]=BB�&Z(UZ8OP%;F�VHE;NO�3<7B2RQ�1IIQ)L:
EV35'5S6%�R��

6$1'$*� ������� ���� 6DQ 'LHJR 5HJLRQDO $FWLYH 7UDQVSRUWDWLRQ 3URJUDP �$73� &DOO IRU
5HJLRQDO 3URMHFWV� 5HWULHYHG 0D\ ��� ����� IURP
KWWSV���ZZZ�VDQGDJ�RUJ�XSORDGV�SURMHFWLG�SURMHFWLGB���B������SGI

7XEHUW� $� ������� (QYLURQPHQWDO 5DFLVP� $ &DXVDO DQG +LVWRULFDO $FFRXQW� -RXUQDO RI 6RFLDO
3KLORVRSK\� ������ ���±���� KWWSV���GRL�RUJ���������MRVS������

86 'HSDUWPHQW RI (QHUJ\� �Q�G��� :KDW ,V (QYLURQPHQWDO -XVWLFH" 2IILFH RI /HJDF\
0DQDJHPHQW� 5HWULHYHG 0D\ ��� ����� IURP
KWWSV���ZZZ�HQHUJ\�JRY�OP�VHUYLFHV�HQYLURQPHQWDO�MXVWLFH�ZKDW�HQYLURQPHQWDO�MXVWLFH��a
�WH[W (QYLURQPHQWDO���MXVWLFH���LV���WKH���IDLU�ODZV��&���UHJXODWLRQV��&���
DQG���SROLFLHV�

8�6� (QHUJ\ ,QIRUPDWLRQ $GPLQLVWUDWLRQ� ������ $SULO ���� (OHFWULFLW\ LQ WKH 8�6� 5HWULHYHG 0D\
��� ����� IURP KWWSV���ZZZ�HLD�JRY�HQHUJ\H[SODLQHG�HOHFWULFLW\�HOHFWULFLW\�LQ�WKH�XV�SKS

&XUD 7HUUD 6SULQJ ����



7KH ,QGLJHQRXV 3HRSOH RI 9LUXQJD 1DWLRQDO 3DUN� 7UDPVHQ ��
$W WKH &URVVURDGV RI &LYLO :DU� *UHHQ 0LOLWDUL]DWLRQ� DQG &LYLOLDQ $JHQF\

&XUD 7HUUD

7KH ,QGLJHQRXV 3HRSOH RI 9LUXQJD 1DWLRQDO 3DUN� DW WKH
&URVVURDGV RI &LYLO :DU� *UHHQ 0LOLWDUL]DWLRQ� DQG &LYLOLDQ
$JHQF\

)HQMD 7UDPVHQ

$FDGHPLF (GLWRU� 0LUD\ 6DPXHOV

,QVWLWXWLRQ� 6ZDUWKPRUH &ROOHJH

$EVWUDFW�0LOLWDUL]HG FRQVHUYDWLRQ HIIRUWV IRU SURWHFWHG DUHDV WKDW DUH VLWXDWHG LQ UHJLRQV ZKHUH
FLYLO ZDU LV RQJRLQJ KDYH JDLQHG FULWLFDO DFDGHPLF DWWHQWLRQ LQ UHFHQW \HDUV� 6SHFLILFDOO\�
VWUDWHJLHV VXFK DV IRUWUHVV FRQVHUYDWLRQ WKURXJK DUPHG SDUN UDQJHUV KDYH IDFHG VWURQJ FULWLFLVP
IRU WKHLU KDUPIXO LPSDFWV RQ ERWK ,QGLJHQRXV DQG QRQ�,QGLJHQRXV FLYLOLDQV� ZKLOH DOVR
LQVXIILFLHQWO\ SURWHFWLQJ WKH HQYLURQPHQW� 5HFHQW OLWHUDWXUH UHJDUGLQJ WKH LPSDFW RI JUHHQ
PLOLWDUL]DWLRQ RQ FLYLOLDQV KDV IDLOHG WR DGGUHVV ERWK H[DFWO\ ZK\ FRQVHUYDWLRQ HIIRUWV QHHG WR
LQFOXGH WKHP� DQG KRZ WKH\ PD\ EH HQJDJHG LQ UHJLRQV ZKHUH WKHUH LV RQJRLQJ LQVWDELOLW\ DQG
YLROHQFH IURP FLYLO ZDU� 8VLQJ 9LUXQJD 1DWLRQDO 3DUN LQ WKH 'HPRFUDWLF 5HSXEOLF RI WKH &RQJR
DV D FDVH VWXG\� WKLV SDSHU ILUVW RXWOLQHV ZK\ WKH SDUN LV DW WKH HSLFHQWHU RI WKH FRQIOLFW GXH WR LWV
SUHFDULRXV ORFDWLRQ FORVH WR WKH ERUGHU RI 8JDQGD DQG 5ZDQGD� DORQJVLGH LWV UHVRXUFH ZHDOWK�
ZKLFK LV LQFUHGLEO\ DSSHDOLQJ WR UHEHOV� WKH JRYHUQPHQW� DQG IRUHLJQ DFWRUV� 8VLQJ H[LVWLQJ
OLWHUDWXUH� WKH SDSHU WKHQ H[SORUHV WKH LPSDFW RI PLOLWDUL]HG FRQVHUYDWLRQ RQ FLYLOLDQV OLYLQJ LQ
9LUXQJD� %DVHG RQ H[LVWLQJ OLWHUDWXUH DERXW FLYLOLDQ DJHQF\� WKH SDSHU VXEVHTXHQWO\ DUJXHV WKDW
FLYLOLDQV OLYLQJ LQ DQG DGMDFHQW WR 9LUXQJD PXVW EH XQGHUVWRRG DV NH\ DFWRUV ZKR FDQ
GHPRQVWUDWH FLYLOLDQ DJHQF\� ZKLOH DOVR EHLQJ LQVWUXPHQWDO WR WKH GHYHORSPHQW RI VXFFHVVIXO
FRQVHUYDWLRQ DQG WRXULVP HIIRUWV� $V D UHVXOW� DGDSWLQJ KRZ 9LUXQJD 1DWLRQDO 3DUN VWDII HQJDJH
ZLWK LWV ORFDO FRPPXQLWLHV E\ FHQWHULQJ WKHLU QHHGV DORQJVLGH WKRVH RI WKH SDUN ZRXOG EH
PXWXDOO\ EHQHILFLDO IRU WKH SDUN UDQJHUV� WRXULVP� DQG ORQJ�WHUP VWDELOL]DWLRQ VWUDWHJLHV�

,QWURGXFWLRQ�

9LUXQJD 1DWLRQDO 3DUN VKRXOG EH D KDYHQ IRU ZLOGOLIH� HVWDEOLVKHG LQ WKH 'HPRFUDWLF 5HSXEOLF RI
WKH &RQJR¶V $OEHUWLQH 5LIW 9DOOH\� LW LV KRPH WR GLYHUVH DQG UDUH IORUD DQG IDXQD� 0RXQWDLQ
JRULOODV� FKLPSDQ]HHV� RNDSL� JROGHQ PRQNH\V� HOHSKDQWV� OHRSDUGV� DQG SDQJROLQV URDP WKH
SURWHFWHG DUHD WKURXJK ZHWODQGV� JUDVVODQGV� WURSLFDO IRUHVWV� DQG YDVW PRXQWDLQV �3DUF 1DWLRQDO
GHV 9LUXQJD� ������ 6LWXDWHG RQ WKH ERUGHU WR 8JDQGD DQG 5ZDQGD� KRZHYHU� 9LUXQJD 1DWLRQDO
3DUN KDV EHHQ WKH VLWH RI RQJRLQJ LQWHQVH FRQIOLFW IRU RYHU �� \HDUV� 7HQVLRQV PRXQWHG LQ �����
ZKHQ WKH 5ZDQGDQ *HQRFLGH OHG WR DQ HVWLPDWHG ����� PLOOLRQ �PDMRULW\ +XWX� UHIXJHHV

VHWWOLQJ LQ HDVWHUQ &RQJR� DQG LQ ���� 5ZDQGD DQG 8JDQGD LQYDGHG HDVWHUQ =DLUH WR URRW RXW
+XWX SHUSHWUDWRUV RI WKH JHQRFLGH� EHJLQQLQJ WKH )LUVW &RQJR :DU �(DVWHUQ &RQJR ,QLWLDWLYH�

&XUD 7HUUD 6SULQJ ����



7KH ,QGLJHQRXV 3HRSOH RI 9LUXQJD 1DWLRQDO 3DUN� 7UDPVHQ ��
$W WKH &URVVURDGV RI &LYLO :DU� *UHHQ 0LOLWDUL]DWLRQ� DQG &LYLOLDQ $JHQF\

������ &RQWLQXHG FRQIOLFW OHG WR WKH 6HFRQG &RQJR :DU ������������ LQ ZKLFK RYHU QLQH $IULFDQ
VWDWHV IRXJKW �7KRPSVHOO� ������ ,Q ����� WKH 8QLWHG 1DWLRQV GHSOR\HG LWV SHDFHNHHSLQJ PLVVLRQ
0218& �02186&2 VLQFH ������ 'HVSLWH WKLV GHSOR\PHQW RI 0218&� FRQIOLFW KDV FRQWLQXHG
WR WKH SUHVHQW GD\� ZLWK RYHU ��� JURXSV DFWLYHO\ ILJKWLQJ LQ WKH QRUWKHDVWHUQ '5&� 7KH FRQIOLFW
LV VXVWDLQHG LQ SDUW E\ WKH '5&¶V PDVVLYH PLQHUDO ZHDOWK� LQFOXGLQJ DEXQGDQFHV RI FROWDQ�
FREDOW� WDQWDOXP� DQG RLO� ZKLFK OHDGV WR LOOHJDO PLQLQJ LQ SURWHFWHG DUHDV OLNH 9LUXQJH 1DWLRQDO
3DUN� $OWKRXJK QRW DQ DFWLYH GULYHU RI FRQIOLFW� UHEHO JURXSV ILQDQFH WKHPVHOYHV WKURXJK FRQWURO
RI PLQHV DQG URDGEORFNV �6FKRWWHQ� ������ *URXSV OLNH 0�� DQG 0DL�0DL DUH DOVR LQWHUHVWHG LQ
9LUXQJD 1DWLRQDO 3DUN� GXH WR LWV QDWXUDO UHVRXUFHV DQG FHQWUDO ORFDWLRQ� 7KLV SDSHU ZLOO IRFXV RQ
WKH FRQWHPSRUDU\ FRQIOLFW� GXH WR DUPHG JURXSV¶ UHOLDQFH RQ QDWXUDO UHVRXUFHV DQG FRQWLQXHG
LQWHUHVW LQ 9LUXQJD 1DWLRQDO 3DUN�

(YHQ SULRU WR WKLV FRQIOLFW� 9LUXQJD 1DWLRQDO 3DUN LV NQRZQ IRU KDYLQJ XVHG DJJUHVVLYH DQG
YLROHQW VWUDWHJLHV WR SURWHFW WKH SDUN IURP XQDXWKRUL]HG KXPDQ FRQWDFW� LQFOXGLQJ DJDLQVW WKRVH
,QGLJHQRXV WR LW� 9LUXQJD 1DWLRQDO 3DUN LV $IULFD¶V ROGHVW QDWLRQDO SDUN� RULJLQDOO\ IRXQGHG LQ
���� E\ %HOJLXP¶V .LQJ $OEHUW , DV $OEHUW 1DWLRQDO 3DUN� &RORQLDO SRZHUV XVHG IRUWUHVV
FRQVHUYDWLRQ� ZKLFK LV EDVHG RQ WKH EHOLHI WKDW ZLOGOLIH LV EHVW SUHVHUYHG ZKHQ LVRODWHG IURP
KXPDQ FRQWDFW �%URFNLQJWRQ� ������ 8VLQJ IRUWUHVV FRQVHUYDWLRQ KDV PHDQW WKH UHPRYDO RI
,QGLJHQRXV SHRSOH� UHIXJHHV� DQG RWKHU FLYLOLDQV IURP WKH ODQG� 7KLV PHWKRG RI XVLQJ DUPHG SDUN
UDQJHUV WR HQIRUFH HQYLURQPHQWDO SURWHFWLRQ LV NQRZQ DV µJUHHQ¶ PLOLWDUL]DWLRQ�

0DQ\ GLIIHUHQW FRPPXQLWLHV PDNH XS WKH SHRSOH RI 9LUXQJD 1DWLRQDO 3DUN� LQFOXGLQJ 5ZDQGDQ
DQG &RQJROHVH UHIXJHHV DQG GLVSODFHG SHRSOH� ,QGLJHQRXV FRPPXQLWLHV� DQG RWKHU ORFDO FLYLOLDQV�
,Q WKH PLG�QLQHWLHV� KLJK QXPEHUV RI UHIXJHHV HQWHUHG WKH SDUN� ZLWK D SHDN RI ������� OLYLQJ LQ
WKH SDUN LQ ����� UHVXOWLQJ LQ WKH GHIRUHVWDWLRQ RI DSSUR[LPDWHO\ ���NP� RI ODQG GXH WR
FXOWLYDWLQJ IRRG DQG ORJJLQJ IRU ILUHZRRG �0F1HHO\� ����� S� ���±���� $GGLWLRQDOO\� WKHUH DUH
FRPPXQLWLHV ,QGLJHQRXV WR WKH DUHD FRQWUROOHG E\ 9LUXQJD 1DWLRQDO 3DUN� 7KH WHUP %DWZD
HQFRPSDVVHV VHYHUDO GLIIHUHQW KXQWHU�JDWKHUHU FRPPXQLWLHV LQ WKH '5&� LQFOXGLQJ WKH %DPEXWL
FRPPXQLWLHV �DOVR NQRZQ DV 0EXWL�� ZKR FDQ EH IRXQG LQ WKH QRUWKHDVWHUQ '5&� 2QH NH\
GLIIHUHQFH EHWZHHQ WKH %DPEXWL DQG WKH %DWZD LV WKDW WKH IRUPHU JHQHUDOO\ PDLQWDLQHG WKHLU
VHPL�QRPDGLF WUDGLWLRQDO OLIHVW\OH� ZKLOH WKH ODWWHU DUH PRUH VHWWOHG DQG ZRUN DV ODQG FXOWLYDWRUV
�:RUOG 'LUHFWRU\ RI 0LQRULWLHV DQG ,QGLJHQRXV 3HRSOHV� ������ 7KXV� WKH %DPEXWL DUH KHDYLO\
UHOLDQW RQ 9LUXQJD 1DWLRQDO 3DUN IRU LWV UHVRXUFHV DQG VRFLDO DQG VSLULWXDO YDOXH� ZKLFK LV
H[DFHUEDWHG E\ KDYLQJ DOPRVW QR DFFHVV WR DOWHUQDWLYH UHVRXUFHV� )RU WKH SXUSRVH RI WKLV SDSHU� DOO
FLYLOLDQV OLYLQJ LQ RU QHDU 9LUXQJD 1DWLRQDO 3DUN ZLOO EH GLVFXVVHG DV PDQ\ FKDOOHQJHV IDFHG DUH
VKDUHG E\ ,QGLJHQRXV DQG QRQ�,QGLJHQRXV FLYLOLDQV� 'XH WR WKH FRORQLDO KLVWRU\ RI WKH
FRQVHUYDWLRQ PHWKRGV GLVFXVVHG� KRZHYHU� DGGLWLRQDO IRFXV ZLOO EH JLYHQ WR ,QGLJHQRXV JURXSV
OLNH WKH %DPEXWL� DV WKH\ KDYH VXIIHUHG JUHDW OHYHOV RI GLVSODFHPHQW DQG KDUP E\ WKH IRXQGLQJ
DQG UXQQLQJ RI WKH SDUN�

'HSHQGHQFH RQ QDWXUDO UHVRXUFHV KDV FDXVHG WKH ORFDO DQG ,QGLJHQRXV FRPPXQLWLHV WR FRQWLQXH
XWLOL]LQJ WKH SDUN� ZKHQ SRVVLEOH� GHVSLWH YLROHQW UHSHUFXVVLRQV IURP UDQJHUV� &LYLO VRFLHW\
RUJDQL]DWLRQV KDYH GRFXPHQWHG VRPH RI WKH FULPHV DJDLQVW FLYLOLDQV E\ SDUN UDQJHUV WKURXJK
QHZV DUWLFOHV DQG UHSRUWV� 7KHVH LQFOXGH WKH IRUFHG UHPRYDO RI ,QGLJHQLXV FRPPXQLWLHV IURP
WKHLU ODQG� DQG IDFLQJ YLROHQFH DQG OHJDO UHSHUFXVVLRQV ZKHQ WU\LQJ WR UH�HQWHU WKHLU ORVW
KRPHODQG �0RORR� ������ 'HVSLWH WKHVH UHSRUWV WKRXJK� WKHUH LV OLPLWHG DFDGHPLF UHVHDUFK
IRFXVLQJ RQ WKH LQWHUVHFWLRQV RI DUPHG FRQVHUYDWLRQ� WKH LPSDFWV RQ ORFDO FLYLOLDQV� DQG WKHLU
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FLYLOLDQ DJHQF\� RU DQ LQGLYLGXDO¶V FDSDFLW\ WR HQJDJH ZLWK DQG VKDSH WKH FLUFXPVWDQFHV RI YLROHQW
FRQWH[WV WKH\ DUH LQ� 6WXG\LQJ WKH DJHQF\ RI FLYLOLDQV KDV EHFRPH DQ LQFUHDVLQJ IRFDO SRLQW LQ
UHVHDUFK UHJDUGLQJ FLYLO ZDUV VLQFH 6WDWKLV .DO\YDV¶ DUJXPHQW WKDW DUPHG DFWRUV DQG FLYLOLDQV
MRLQWO\ SURGXFH YLROHQFH DQG WKDW FLYLOLDQ DFWLRQV FDQ VKDSH WKH W\SH DQG OHYHO RI FLYLOLDQ
YLFWLPL]DWLRQ H[SHULHQFHG �.DO\YDV� ������ 7KLV FRQFHSW VKRXOG EH DSSOLHG WR ,QGLJHQRXV DQG
RWKHU FRPPXQLWLHV ZKR DUH VLPXOWDQHRXVO\ DIIHFWHG E\ RQJRLQJ FRQIOLFW DQG DUPHG FRQVHUYDWLRQ�
DORQJVLGH UHPRYDO IURP WKHLU DQFHVWUDO ODQGV� 7KH LPSRUWDQFH RI XQGHUVWDQGLQJ FLYLOLDQ DJHQF\�
G\QDPLFV� DQG SURWHFWLYH VWUDWHJLHV LQ VLWXDWLRQV RI FRQIOLFW ZLOO DOORZ IRU PRUH VXVWDLQDEOH�
SHDFHIXO� DQG HIIHFWLYH HQJDJHPHQW EHWZHHQ WKH SDUN DQG ORFDO FRPPXQLWLHV� )XUWKHUPRUH� WKH
FRPSOH[ UHODWLRQVKLS EHWZHHQ WKH H[SORLWDWLRQ RI QDWXUDO UHVRXUFHV� FRQIOLFW� LQVXUJHQW
PRELOL]DWLRQ� DQG JUHHQ PLOLWDUL]DWLRQ SURMHFWV LQ 9LUXQJD 1DWLRQDO 3DUN KDYH UHFHLYHG DFDGHPLF
DWWHQWLRQ �0DULMQHQ 	 9HUZLMHQ� ����� S� ��������� 7KLV SDSHU ZLOO DGG WR WKLV H[LVWLQJ OLWHUDWXUH
E\ DUJXLQJ WKDW FRORQLDO FRQVHUYDWLRQ PHWKRGV KDUP FLYLOLDQV DQG GR QRW DFFRXQW IRU WKHLU DJHQF\
DQG WKDW LQVWHDG� SDUN SURWHFWLRQ HIIRUWV PXVW HQJDJH ZLWK ORFDO FRPPXQLWLHV LQ D PXWXDOO\
EHQHILFLDO PDQQHU WKURXJK UHYLVHG DQG VXVWDLQDEOH FRQVHUYDWLRQ PHWKRGV�

&RORQLDO OHJDFLHV� WKH IRXQGDWLRQV RI SRSXODU FRQVHUYDWLRQ PHWKRGV�

,Q UHFHQW \HDUV� DQG HVSHFLDOO\ IROORZLQJ WKH UHOHDVH RI WKH GRFXPHQWDU\ 9LUXQJD LQ ����� VKDUS
FULWLFLVP IURP KXPDQ ULJKWV RUJDQL]DWLRQV KDV EHHQ GLUHFWHG DW WKH SDUN¶V XVH RI FRORQLDO
FRQVHUYDWLRQ PHWKRGV� VXFK DV DUPHG JXDUGV DQG IRUWUHVV FRQVHUYDWLRQ �JUHHQ PLOLWDUL]DWLRQ�
�9RQ (LQVLHGHO� ����� S���������� 7KLV PHWKRG RI FRQVHUYDWLRQ LV FULWLFL]HG IRU LWV IRXQGDWLRQ LQ
FRORQLDO PLOLWDUL]DWLRQ RI SURWHFWHG DUHDV� IRU H[DPSOH� 9LUXQJD 1DWLRQDO 3DUN KDV EHHQ
PLOLWDUL]HG VLQFH FRORQLDO WLPHV E\ %HOJLDQ IRUFHV �0DULMQHQ� ����� S� ��������� 7RGD\� VWULFW
FRQVHUYDWLRQ ODZV DUH FDUULHG RXW E\ WKH ,QVWLWXW &RQJRODLV SRXU OD &RQVHUYDWLRQ GH OD 1DWXUH
�,&&1�� GHVSLWH PXFK UHVHDUFK KDYLQJ KLJKOLJKWHG WKH IODZV RI WKLV DSSURDFK� DQG LWV KDUPIXO
LPSDFW RQ ORFDO DQG ,QGLJHQRXV SRSXODWLRQV� 7KLV KDV OHG WR UDQJHUV VKRRWLQJ DQG NLOOLQJ FLYLOLDQV
HQWHULQJ WKH SDUN� ZKLFK SRVHV D SDUWLFXODUO\ KLJK WKUHDW DJDLQVW WKH ,QGLJHQRXV %DPEXWL VLQFH
WKH\ DUH UHOLDQW RQ WKH SDUN IRU VXUYLYDO �0RORR� ������

9LUXQJD 1DWLRQDO 3DUN¶V DJJUHVVLYH FRQVHUYDWLRQ VWUDWHJLHV KDYH EHHQ H[DFHUEDWHG E\ WKH
RQJRLQJ FLYLO FRQIOLFW� ZKLFK LQ WXUQ� KDYH EHHQ XVHG WR MXVWLI\ WKHLU XVH �0RORR� ������ 7KHVH
MXVWLILFDWLRQV LQFOXGH WKH NLOOLQJ RI RYHU ��� SDUN UDQJHUV LQ WKH SDVW �� \HDUV LQ 9LUXQJD 1DWLRQDO
3DUN� DORQJVLGH WKH ZLOGOLIH GHFUHDVLQJ LQ DEXQGDQFH DV D UHVXOW RI FRQIOLFW� SRDFKLQJ� DQG RWKHU
KXPDQ LQWHUDFWLRQV �.DOSHUV HW DO�� ����� S� ���±���� $GGLWLRQDOO\� LQ ����� WKH SDUN¶V FKLHI
ZDUGHQ� (PPDQXHO GH 0HURGH� ZDV DPEXVKHG DQG VKRW E\ DQ XQNQRZQ JURXS� ZKLOH LQ �����
/XFD $WWDQDVLR� WKH ,WDOLDQ $PEDVVDGRU WR WKH '5&� ZDV NLOOHG ZKLOH WUDYHOLQJ RQ WKH SDUN¶V
VRXWKHUQ ERUGHU �+RZDUG� ����� %%& 1HZV� ������ 7KHVH LQFLGHQWV DORQJVLGH WKH RQJRLQJ
FRQIOLFW FRPSOLFDWH WKH VXFFHVVIXO UXQQLQJ RI WKH SDUN� DQG KDYH FRQWULEXWHG WR WKH LQWHQVH XVH RI
DUPHG FRQVHUYDWLRQ HIIRUWV� VXFK DV FXUUHQWO\ HPSOR\LQJ RYHU ��� DUPHG JXDUGV �9HUZHLMHQ 	
0DULMQH� ������ 6WULFW HQIRUFHPHQW RI DJJUHVVLYH FRQVHUYDWLRQ ODZV� KRZHYHU� KDYH EHHQ VKRZQ
WR H[DFHUEDWH� UDWKHU WKDQ PLWLJDWH� WKH G\QDPLFV WKDW IXHO WKH QHHG IRU DUPHG PRELOL]DWLRQ LQ WKH
SDUN� VSHFLILFDOO\ E\ EXLOGLQJ GLVWUXVW EHWZHHQ WKH SDUN UDQJHUV DQG FLYLOLDQ SRSXODWLRQV
�9HUZHLMHQ 	 0DULMQH� ����� S� ���������

$UHDV SURWHFWHG WKURXJK WKHVH PLOLWDUL]HG VWUDWHJLHV DUH SDUDGR[LFDOO\ NQRZQ DV SHDFH SDUNV�
GHVSLWH XQVXFFHVVIXOO\ SURWHFWLQJ WKH ZLOGOLIH IURP FRQIOLFW DQG FULPH �7URJLVFK� ����� S�����
7KLV ODEHOLQJ SURYLGHV DQ DYHQXH IRU VWUDWHJLF PDUNHWLQJ LQ WKH :HVW� ZKLFK LV FUXFLDO WR WKH
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IXQGLQJ DQG PDLQWDLQLQJ RI WKHVH FRQVHUYDWLRQ VWUDWHJLHV� $ 81(6&2 ZRUOG KHULWDJH VLWH VLQFH
����� WKH SDUN LV FXUUHQWO\ PDQDJHG E\ D SXEOLF�SULYDWH SDUWQHUVKLS EHWZHHQ WKH 1DWLRQDO 3DUN
$XWKRULW\ RI WKH '5& �,&&1� DQG WKH (8 IXQGHG 9LUXQJD )RXQGDWLRQ� 'XH WR WKH SDUN EHLQJ
VSRQVRUHG E\ :HVWHUQ VRXUFHV DQG LWV PDLQ VRXUFH RI WRXULVP VWHPPLQJ IURP WKH :HVW� 9LUXQJD¶V
RIILFLDO ZHEVLWH ZDV RQO\ DYDLODEOH LQ (QJOLVK XQWLO ����� ZKHQ )UHQFK ZDV DGGHG �0DULMQHQ 	
9HUZLMHQ� ����� S� ��������� 7KLV KDV OHG WR ORFDO SHRSOH VHHLQJ WKH SDUN DV ³FUHDWHG IRU WKH
ZKLWH PDQ E\ WKH ZKLWH PDQ´�%DD] HW DO�� ������ $JDLQ� WKLV GHSLFWV :HVWHUQ FRQWURO RYHU WKH
SDUN� %DUULHUV FUHDWHG E\ ODQJXDJH H[FOXGHG ORFDO DQG ,QGLJHQRXV FRPPXQLWLHV IURP EHLQJ
LQYROYHG LQ WKH SDUN¶V RQOLQH SUHVHQFH DQG IURP WDNLQJ SULGH LQ LWV LQWHUQDWLRQDO IDPH WKURXJK
LQIRUPDWLRQ UHOHDVHG RQ LWV ZHEVLWH� 7KLV H[FOXVLRQ RI ,QGLJHQRXV FRPPXQLWLHV IURP 9LUXQJD
1DWLRQDO 3DUN KDV EHHQ RYHUORRNHG E\ WKH PDLQVWUHDP PHGLD WRR� )RU H[DPSOH� WKH ����
GRFXPHQWDU\ 9LUXQJD GRHV QRW GLVFXVV WKH SDUN¶V FXUUHQW DQG KLVWRULFDO FRQWULEXWLRQV WR WKH
VXIIHULQJ RI ,QGLJHQRXV FRPPXQLWLHV �9RQ (LQVLHGHO� ������

9LUXQJD 1DWLRQDO 3DUN DV D IRUWUHVV RI LQDFFHVVLEOH UHVRXUFHV�

9LUXQJD 1DWLRQDO 3DUN LV PRVW IDPRXV IRU WKH GLYHUVLW\ DQG ULFKQHVV RI WKH IORUD DQG IDXQD IRXQG
ZLWKLQ LWV ERUGHUV� HVSHFLDOO\ LWV SRSXODWLRQ RI 0RXQWDLQ *RULOODV� 2QH WKLUG RI WKH ZRUOG¶V
SRSXODWLRQ RI WKHVH SURWHFWHG DQG UDUH SULPDWHV OLYH LQ 9LUXQJD 1DWLRQDO 3DUN� %HQHDWK WKH
VXUIDFH� KRZHYHU� WKH SDUN FRQWDLQV YDOXDEOH UHVRXUFHV WRR� ZKLFK KDYH FDSWXUHG WKH DWWHQWLRQ RI
IRUHLJQ DFWRUV� $WWHPSWV WR GULOO LQ WKH SDUN IRU RLO KDYH EHHQ RQJRLQJ VLQFH WKH ����V� DOWKRXJK
FKLHI ZDUGHQ (PPDQXHO GH 0HURGH DQG RWKHU SDUN VWDII KDYH FRQWLQXHG WR ILJKW DJDLQVW WKLV
WKURXJK OHJDO EDWWOHV DQG LQWHUQDWLRQDO FDPSDLJQV� 'ULOOLQJ IRU RLO ZRXOG UHTXLUH VHLVPLF WHVWV�
ORJJLQJ� DQG WKH OD\LQJ RI H[WHQVLYH SLSHOLQHV� WKXV VLJQLILFDQWO\ GLVUXSWLQJ WKH ZLOGOLIH� 7KH PRVW
LQIDPRXV FDVH RI WKHVH HIIRUWV ZDV E\ WKH %ULWLVK RLO FRPSDQ\� 6RFR ,QWHUQDWLRQDO� ZKLFK
UHFHLYHG DWWHQWLRQ WKURXJK WKH GRFXPHQWDU\ 9LUXQJD� EULQJLQJ LQWHUQDWLRQDO DZDUHQHVV WR WKH SDUN
�9RQ (LQVLHGHO� ������ )ROORZLQJ VFDQGDOV RI UDFLVP� LQWLPLGDWLRQ WDFWLFV DQG FRUUXSWLRQ ZLWK
UHEHO JURXSV� 6RFR ,QWHUQDWLRQDO OHIW 9LUXQJD IRU RWKHU YHQWXUHV� 'HVSLWH WKLV� QHZ WKUHDWV KDYH
FRQWLQXHG WR HPHUJH WKURXJK FRPSDUDEOH FRPSDQLHV ZKLFK FRQWLQXH WR ELG IRU JRYHUQPHQWDO
DFFHSWDQFH WR FRPPHQFH GULOOLQJ�

0LOLWDQW JURXSV OLNH 0��� $')� 0DL�0DL� DQG &2'(&2 DOVR FRPSOLFDWH FRQVHUYDWLRQ RI
9LUXQJD 1DWLRQDO 3DUN� (VWLPDWLRQV VXJJHVW WKDW WZHOYH GLVWLQFW PLOLWLD JURXSV DUH RSHUDWLQJ
ZLWKLQ WKH SDUN¶V ERXQGDULHV �6FKLIIPDQ� ����� S�������� 7KHVH JURXSV SDUWLFLSDWH LQ PDMRU
UHVRXUFH H[WUDFWLRQ DFWLYLWLHV� VXFK DV ILVKLQJ RQ WKH SDUN¶V /DNH (GZDUG� SURGXFLQJ
DSSUR[LPDWHO\ ��� PLOOLRQ LQ SURILW DQQXDOO\ �6FKLIIPDQ� ����� S�������� ,W LV DOVR HVWLPDWHG WKDW
VLPLODU LQFRPH LV REWDLQHG LQ WRWDO IURP ODQG FOHDUDQFH IRU DJULFXOWXUH� DQG FKDUFRDO SURGXFWLRQ�
5HEHO JURXSV GR QRW RQO\ FKDOOHQJH SDUN FRQVHUYDWLRQ WKURXJK WKHVH XQGHUFRYHU DFWLYLWLHV�
WKRXJK� 0RUH UHFHQWO\� 0DL�0DL UHEHOV NLOOHG VL[ SDUN UDQJHUV ZKLOH RQ IRRW SDWURO LQ ����� DQG
0�� UHEHOV DWWDFNHG D EDVH FDPS QHDU WKH YLOODJH RI %XNLPD �*RXE\� ������ ,Q ����� 0�� UHEHOV
DWWDFNHG 9LUXQJD 1DWLRQDO 3DUN¶V K\GURHOHFWULF SRZHU ZRUN VLWH �3DUF 1DWLRQDO GHV 9LUXQJD�
������ 7KH SURMHFW WR EXLOG � K\GURHOHFWULF SRZHU SODQWV RXWVLGH RI WKH SDUN SUHPLVHV DLPV WR
EULQJ �������������� MREV WR WKH DUHD� DV ZHOO DV EXVLQHVV RSSRUWXQLWLHV WR KHOS WKH FRPPXQLW\
GHYHORS �6FKLIIPDQ� ����� S�������� 7KLV ZRXOG DOORZ ORFDO SRSXODWLRQV ���� RI ZKLFK DUH
XQHPSOR\HG� WR SURVSHU IURP SDUN�OHG LQLWLDWLYHV� 5HEHO JURXS LQWHUIHUHQFH ZLWK SDUN VWDII DQG
LQIUDVWUXFWXUH DGGV WR WKH FRQIOLFW G\QDPLF� H[DFHUEDWLQJ WHQVLRQ DQG LQFUHDVLQJ JUHHQ
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PLOLWDUL]DWLRQ� ,Q WXUQ� WKH KHDYLO\ DUPHG SDUN UDQJHUV KDUP WKH FLYLOLDQV HQWHULQJ WKH SDUN
ERXQGDULHV ZLWKRXW DXWKRUL]DWLRQ�

7KH ODQG FRQWUROOHG E\ 9LUXQJD 1DWLRQDO 3DUN LV DOVR ULFK IRU ,QGLJHQRXV FRPPXQLWLHV� 7KH
%DPEXWL UHO\ RQ WKH SDUN IRU WKHLU LQGXVWU\ �ORJJLQJ ZRRG DQG VHOOLQJ LW LQ *RPD�� PHGLFLQH
�WUDGLWLRQDO NQRZOHGJH XWLOL]LQJ SODQWV�� DQG IRRG �ILVKLQJ ]RQHV� JUD]LQJ� DQG KXQWLQJ JURXQGV��
$GGLWLRQDOO\� WKH ODQG KROGV VWURQJ VSLULWXDO YDOXH� ZLWK PDQ\ SODFHV RI ZRUVKLS DQG ULWXDOV LQ WKH
SDUN¶V WHUULWRU\ �%DD] HW DO�� ������ 6RPH FRPPXQLW\ OHDGHUV KDYH EHJXQ WR VKDUH ZRUULHV WKDW
WUDGLWLRQDO NQRZOHGJH RQ SODQWV DQG PHGLFLQHV LV QR ORQJHU EHLQJ SDVVHG GRZQ WKH JHQHUDWLRQV
GXH WR D ODFN RI SDUN DFFHVV �0RORR� ������ 'HVSLWH QR DXWKRUL]HG DFFHVV WR 9LUXQJD� PDQ\
,QGLJHQRXV FRPPXQLWLHV FRQWLQXH WR UHO\ RQ WKH SDUN¶V UHVRXUFHV IRU VXUYLYDO� DOEHLW ULVNLQJ WKHLU
OLYHV LQ WKH SURFHVV� 7KLV LV D QDWLRQZLGH WUHQG� DFURVV WKH '5&� UHOLDQFH RQ QDWXUDO UHVRXUFHV KDV
LQFUHDVHG DIWHU WKH FROODSVH RI WUDQVSRUW V\VWHPV GXH WR WKH FRQIOLFW� DV EXVKPHDW QRZ IRUPV ���
RI WKH SURWHLQ FRQVXPHG� DQG ��� RI HQHUJ\ FRQVXPSWLRQ VWHPV IURP FROOHFWHG IXHO ZRRG
�'UDXODQV HW DO�� ����� S�����

$ORQJVLGH RQJRLQJ WKUHDWV IURP FLYLO FRQIOLFW� DJJUHVVLRQ IURP SDUN UDQJHUV� DQG GLVSODFHPHQW
IURP WKHLU DQFHVWUDO KRPHODQGV� WKH %DPEXWL IDFH GLVFULPLQDWLRQ IURP WKH JRYHUQPHQW DQG WKH
,&&1� &XUUHQWO\� WKHUH LV QR OHJDO SURWHFWLRQ IRU WKH ODQG ULJKWV RI ,QGLJHQRXV SHRSOH LQ WKH
'5&¶V FRQVWLWXWLRQ �QHLWKHU LQ WKH ���� ODQG ODZ QRU LQ WKH ���� )RUHVWU\ &RGH�� GHVSLWH LWV YRWH
LQ ���� WR DGRSW WKH 81 'HFODUDWLRQ RQ WKH 5LJKWV RI ,QGLJHQRXV 3HRSOH �)R\HU GH
'pYHORSSHPHQW SRXU O¶$XWRSURPRWLRQ GHV 3\JPpHV HW ,QGLJqQHV 'pIDYRULVpV� ������ 5DFLVW
WURSHV HPSOR\HG E\ WKH ,&&1 DUH UHSUHVHQWHG E\ 1RUEHUW 0XVKHQ]L� WKH GHSXW\ GLUHFWRU RI
9LUXQJD 1DWLRQDO 3DUN� 0XVKHQ]L VWDWHG WKDW WKH %DPEXWL KDYH DQ ³LQWHOOHFWXDO GHILFLHQF\�´ DQG
WKDW WKH\ FDQ EHQHILW IURP WKH SDUN E\ ³VHOO>LQJ@ WKHLU FXOWXUDO SURGXFWV DQG GDQFHV WR WRXULVWV´
�0RORR� ������ 'LVFULPLQDWRU\ FRPSDULVRQV RI WKH %DPEXWL DUH DOVR GUDZQ DJDLQVW RWKHU HWKQLF
JURXSV� VXFK DV WKH IDYRUHG %DQWX FRPPXQLWLHV� 7KHVH IDFWRUV FRPELQH WR FDXVH WKH %DPEXWL
VRFLDO� OHJDO� DQG LQVWLWXWLRQDO GLVFULPLQDWLRQ�

(OHYDWHG OHYHOV RI SRYHUW\ FRQWLQXH WR SODJXH WKH FRPPXQLWLHV OLYLQJ DGMDFHQW WR 9LUXQJD
1DWLRQDO 3DUN DQG KDYH LQFUHDVHG UHOLDQFH RQ UHVRXUFHV OLNH ZDWHU DQG IRRG FROOHFWLRQ� ORJJLQJ�
DQG KXQWLQJ VPDOO DQLPDOV� 7KH ODWWHU LV UHIHUUHG WR DV µSRDFKLQJ¶ LQ FRQVHUYDWLRQ ODZ� GHVSLWH LWV
LPSDFW EHLQJ PLQLPDO DQG JHQHUDOO\ EHLQJ FDUULHG RXW E\ XQDUPHG ORFDOV XVLQJ KDQG�EXLOW VQDUHV
�7URJLVFK� ������ /HJDO SXQLVKPHQW IRU SRDFKLQJ FDQ LQFOXGH SXEOLF H[SRVXUH� KXPLOLDWLRQ LQ
IURQW RI IDPLO\� FKLOGUHQ� DQG WKH FRPPXQLW\� RU LPSULVRQPHQW� DQG ZKLOH QRW OHJDOL]HG \HW EXW
JRYHUQPHQWDOO\ VXSSRUWHG �VXFK DV E\ 8JDQGDQ 3UHVLGHQW 0XVHYHQL�� UHSHUFXVVLRQV FDQ DOVR
LQFOXGH VKRRW�WR�NLOO SROLFLHV �7URJLVFK� ������ &DVHV RI VXFK YLROHQFH DJDLQVW ORFDO DQG
,QGLJHQRXV SHRSOH KDYH EHHQ GRFXPHQWHG E\ QRQ�JRYHUQPHQWDO RUJDQL]DWLRQV� FLYLO VHUYLFH
RUJDQL]DWLRQV� DQG LQGHSHQGHQW QHZV UHSRUWHUV� )RU H[DPSOH� WKH ,QWHUQDWLRQDO :RPHQ¶V 0HGLD
)RXQGDWLRQ UHOHDVHG DQ DUWLFOH FRYHULQJ WKH DEXVH DJDLQVW WKH %DPEXWL DQG GRFXPHQWHG WKH
PXUGHU RI D %DPEXWL PDQ� +H KDG EHHQ IRUDJLQJ IRU KRQH\ LQ WKH 9LUXQJD 1DWLRQDO 3DUN� DQG KLV
ERG\ ZDV ODWHU IRXQG FXW XS E\ D PDFKHWH �0RORR� ������ 7KHVH LVVXHV DUH QRW XQLTXH WR 9LUXQJD
1DWLRQDO 3DUN� 0LQRULW\ 5LJKWV ,QWHUQDWLRQDO KDYH QRWHG VLPLODU FULPHV DQG YLRODWLRQV RI KXPDQ
ULJKWV DJDLQVW ,QGLJHQRXV %DWZD E\ SDUN UDQJHUV LQ WKH .DKX]L�%LHJD 1DWLRQDO 3DUN �0LQRULW\
5LJKWV ,QWHUQDWLRQDO� ������
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&XUUHQW VROXWLRQV WKURXJK FLYLOLDQ DJHQF\�DIILUPLQJ PHWKRGV RI FRQVHUYDWLRQ�

8QGHUVWDQGLQJ WKH DFWLRQV RI FLYLOLDQ FRPPXQLWLHV LQ WKH IDFH RI FRQIOLFW IURP DUPHG JURXSV�
LQFOXGLQJ ERWK UHEHO JURXSV DQG SDUN UDQJHUV� LOOXPLQDWHV FLYLOLDQ SURWHFWLYH DJHQF\� &LYLOLDQ
SURWHFWLYH DJHQF\ UHIHUV WR WKH DFWLRQV FDUULHG RXW E\ FLYLOLDQV ³WR DYRLG� PLWLJDWH RU WKZDUW
YLROHQFH E\ DUPHG JURXSV´ �%DLQHV 	 3DGGRQ 5KRDGV� ����� S���������� ,Q WLPHV RI ZDU�

FLYLOLDQV KDYH EHHQ NQRZQ WR ZRUN LQ WKHLU ILHOGV DW QLJKW WR DYRLG KDUDVVPHQW� DQG WKRVH VLWXDWHG
QHDU QDWLRQDO SDUNV LQ WKH '5& KDYH IOHG LQWR WKH IRUHVW ZKHQ WKH WKUHDW IURP VROGLHUV RU WKH
SUHVVXUH IURP RWKHU UHIXJHHV EHFDPH WRR KLJK �'UDXODQV HW DO�� ����� ���� 2QFH UHIXJH KDV EHHQ
VRXJKW LQ WKH IRUHVW� FLYLOLDQV IHHG WKHPVHOYHV WKURXJK KXQWLQJ DQG IRUDJLQJ� XVLQJ WUDSV RU
WUDGLWLRQDO PHWKRGV OLNH ERZV DQG SRLVRQHG DUURZV� 'HVSLWH DFWLQJ RXW RI QHFHVVLW\� FLYLOLDQV
KDYH VKRZQ DZDUHQHVV IRU WKH HQYLURQPHQWDO LPSDFW RI WKHLU DFWLRQV� VSHFLILFDOO\ UHJDUGLQJ VKRUW
WHUP PLQLQJ DQG FRQVXPLQJ EXVKPHDW� 5HFHQW VWXGLHV KDYH VKRZQ WKDW FLYLOLDQV ZRXOG FKRRVH
GRPHVWLF PHDWV RYHU EXVKPHDW LI DYDLODEOH� QRWLQJ WKH GHFOLQH RI ORFDO ZLOGOLIH� DQG WKDW WKH\
ZRXOG SUHIHU RWKHU RSSRUWXQLWLHV RYHU VKRUW�WHUP PLQLQJ �6SLUD HW DO�� ����� S� ���±���� $V D
UHVXOW� VXJJHVWLRQV KDYH EHHQ PDGH WKDW LPSURYLQJ DFFHVV WR DOWHUQDWLYH PHDW VRXUFHV DQG
SURYLGLQJ SURIHVVLRQDO DOWHUQDWLYHV WR PLQLQJ ZRXOG DLG ERWK ORFDO SHRSOH DQG WKH HQYLURQPHQW
�6SLUD HW DO�� ����� S� ���±���� 'XH WR RQJRLQJ FRQIOLFW� WKHVH VHOI�SURWHFWLYH VWUDWHJLHV DUH VWLOO LQ
XVH WRGD\� 8QGHUVWDQGLQJ FXUUHQW VXUYLYDO PHWKRGV LV NH\ WR HQJLQHHULQJ DQG LPSOHPHQWLQJ
VXVWDLQDEOH VWUDWHJLHV LQ WKH IXWXUH� D ILHOG UHTXLULQJ H[WHQVLYH IXUWKHU UHVHDUFK�

&XUUHQW FRQVHUYDWLRQ SROLFLHV GR QRW DOLJQ ZLWK ,QGLJHQRXV SHRSOHV¶ VHOI�SURWHFWLYH VWUDWHJLHV�
0RUHRYHU� WKH\ KDUP ORFDO FRPPXQLWLHV� WKH ZLOGOLIH� DQG DOWKRXJK RIWHQ RYHUORRNHG� DUH DOVR
GDPDJLQJ VRFLDOO\ DQG SV\FKRORJLFDOO\ IRU SDUN UDQJHUV� 3DUN UDQJHUV EHFRPH WKH LPSOHPHQWHUV
DQG OHDGHUV RI JUHHQ PLOLWDUL]DWLRQ� FRQGXFWLQJ WKH SDUN¶V REMHFWLYHV� DQG FUHDWLQJ FRQIOLFW ZLWK
ORFDO SRSXODWLRQV� 5DQJHUV KDYH DGPLWWHG WR VXIIHULQJ IURP WKHLU DFWLRQV DJDLQVW ORFDO SHRSOH�
VXFK DV IDFLQJ VRFLDO H[FOXVLRQ IURP WKH FRPPXQLW\ �7URJLVFK� ����� S� ����� 7KLV KDV OHG WR
VXJJHVWLRQV IRU PRUH QXDQFHG UHVHDUFK RQ WKH LPSDFW RI FRQVHUYDWLRQ PHWKRGV RQ WKH HPRWLRQDO
UHDOLWLHV RI WKRVH GHOLYHULQJ WKHVH SUDFWLFHV� 7KXV� WKH SHUVSHFWLYH RI UDQJHUV QHHGV WR EH LQFOXGHG
LQ GLVFXVVLRQV RI LPSURYLQJ DQG GH�HVFDODWLQJ WKH YLROHQFH RI IXWXUH FRQVHUYDWLRQ VWUDWHJLHV
�7URJLVFK� ����� S� ����� )XUWKHUPRUH� D VROXWLRQ WR WUDQVFHQG WKH ,QGLJHQRXV YV SDUN UDQJHU
ELQDU\ ZRXOG EH WR KLUH WKH %DPEXWL DV SDUN UDQJHUV� 7KH )RUHVW 3HRSOH¶V 3URJUDP VXJJHVWHG WKLV
LQLWLDWLYH� DV WKH %DPEXWL DUH FXUUHQWO\ H[FOXGHG IURP FDUHHUV LQ WKH SDUN GXH WR WKH HGXFDWLRQDO
UHTXLUHPHQWV RI EHLQJ D UDQJHU� VXFK DV REWDLQLQJ D GLSORPD� 7KLV ZRXOG LQWHJUDWH WKH %DPEXWL
EDFN LQWR WKH SDUN� SURYLGH HFRQRPLF VWDELOLW\� DQG DOORZ WKH SDUN WR JDLQ WKHLU H[WHQVLYH
NQRZOHGJH RQ WKH IORUD DQG IDXQD� )RFXVLQJ RQ LPSURYLQJ WKH WUDLQLQJ RI QHZ MXQLRU SDUN UDQJHUV
KDV VKRZQ WR SRVLWLYHO\ LPSDFW FRQVHUYDWLRQ HIIRUWV WKDW DUH IDFLQJ SUHVVXUH IURP H[WHUQDO DUPHG
FRQIOLFW WRR� DV SDUN UDQJHUV DUH PRUH OLNHO\ WR UHPDLQ LQ WKHLU UROH GXULQJ XQVWDEOH WLPHV
�3OXPSWUH� ����� S� ������� 5HJDUGLQJ WKH PDUNHWLQJ RI WKH SDUN� WKLV ZRXOG EH DQ XQRUWKRGR[
ZD\ RI FRQVHUYLQJ ODQG WKDW ZRXOG OLNHO\ VHOO ZHOO LQ WKH :HVW� ZKHUH PDQ\ SHRSOH DUH VWDUWLQJ WR
UHFRJQL]H DQG VXSSRUW LQGLJHQRXV ULJKWV�

)XUWKHUPRUH� ,QGLJHQRXV FRPPXQLWLHV UHTXLUH UHSDUDWLRQV� LQFOXVLRQ� DQG OHJDO SURWHFWLRQ� 6RPH
HIIRUWV RQ WKLV LVVXH KDYH EHHQ PDGH IRU FRPSDUDWLYH FRPPXQLWLHV� OLNH WKH %DWZD ZKR DUH
LQGLJHQRXV WR WKH ODQG FRQWUROOHG E\ WKH .DKX]L�%LHJD 1DWLRQDO 3DUN� ,Q ����� WKH 1*2
(QYLURQPHQW� 1DWXUDO 5HVRXUFHV DQG 'HYHORSPHQW SDUWQHUHG ZLWK WKH 5DLQIRUHVW )RXQGDWLRQ
1RUZD\ WR ILOH D OHJDO FRPSODLQW IRU WKH %DWZD� WR UHFHLYH FRPSHQVDWLRQ IRU VWROHQ ODQG �0RORR�
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������ 7KH FDVH KDV UHPDLQHG DW WKH 6XSUHPH &RXUW LQ .LQVKDVD� DQG IROORZLQJ D ODFN RI DFWLRQ�
WKH FRPSODLQW ZDV ILOHG DJDLQ WR WKH $IULFDQ &RPPLVVLRQ RI +XPDQ DQG 3HRSOH¶V 5LJKWV�
DOWKRXJK WKLV KDV DOVR QRW OHG WR DQ\ VLJQLILFDQW DFWLRQ� ,Q 9LUXQJD 1DWLRQDO 3DUN� WKHUH KDYH EHHQ
DWWHPSWV WR LPSOHPHQW OHJDO SURWHFWLRQ WRR� DOWKRXJK WKH SURFHVV KDV EHHQ VWDOOHG VLQFH ����
�0RORR� ������ $OWKRXJK QRW D IXQFWLRQDO VROXWLRQ LQ WKH '5& FXUUHQWO\� REWDLQLQJ JUHDWHU OHJDO
UHSUHVHQWDWLRQ DQG SURWHFWLRQ FRXOG EH D FRQWULEXWLQJ VROXWLRQ WR LPSURYLQJ WKH OLYHV RI
,QGLJHQRXV SHRSOH DIIHFWHG E\ FRORQLDO FRQVHUYDWLRQ VWUDWHJLHV�

7RXULVP WRR� FDQ FRQWULEXWH WR SHDFHEXLOGLQJ DQG DJHQF\�DIILUPLQJ VWDELOL]DWLRQ VWUDWHJLHV� DV LQ
WKH FDVH RI 5ZDQGD� ZKHUH WRXULVP KDV GHYHORSHG VRFLR�HFRQRPLF IRXQGDWLRQV DQG VHFXULW\
�$OOXUL� ����� S� ���� 6SHFLILFDOO\� WRXULVP LQ 5ZDQGD KDV VKRZQ WR EH HIIHFWLYH LQ GHYHORSLQJ
LQFOXVLYH EXVLQHVV PRGHOV� UHFRQVWUXFWLQJ LQIUDVWUXFWXUH� FUHDWLQJ HPSOR\PHQW� DQG VXSSRUWLQJ
ZRPHQ¶V LQLWLDWLYHV �$OOXUL� ����� S� ���� &RPSDUDWLYH H[DPSOHV VWHP IURP 8JDQGD WRR� ZKHUH
WKH 9ROFDQR 6DIDULV EXVLQHVV FROODERUDWHG ZLWK DUFKLWHFWV DQG WKH ,QGLJHQRXV %DWZD WR UHVWRUH D
YLOODJH WKH\ ZHUH RULJLQDOO\ GLVSODFHG IURP� QHDU WKH 0JDKLQJD *RULOOD 1DWLRQDO 3DUN �:DOGHN�
������ 7KLV SURMHFW KRZHYHU� LQFOXGHG WHDFKLQJ WKH %DWZD QHZ ZD\V RI OLIH OLNH IDUPLQJ DQG
FRQVWUXFWLRQ� UDWKHU WKDQ DOORZLQJ WKHP WR UHWXUQ WR WKHLU WUDGLWLRQDO ZD\V RI OLIH� 7KH SURMHFW
FUHDWHG WKH %DWZD &XOWXUDO +HULWDJH 6LWH� ZKLFK SURYLGHV RSSRUWXQLWLHV IRU WRXULVWV WR OHDUQ DERXW
WKH %DWZD¶V WUDGLWLRQDO ZD\V RI OLIH� VXFK DV ³KRZ WKH\ XVHG WR OLYH� KXQW� DQG FROOHFW KRQH\ DQG
RWKHU UHVRXUFHV´ �:DOGHN� ������ 7KLV LPSOLHV WKDW WKH FRPPXQLW\ SOD\V D SHUIRUPDWLYH UROH IRU
WRXULVWV� UDWKHU WKDQ SURYLGLQJ WKHP ZLWK WKH DXWRQRP\ DQG LQGHSHQGHQFH WR FRQWLQXH OLYLQJ WKHLU
WUDGLWLRQDO OLYHV� $GGLWLRQDOO\� LW LV GLIILFXOW WR GHWHUPLQH %DWZD SHUVSHFWLYHV RQ WKH SURMHFW�
ZKLFK IRUPV D FUXFLDO DYHQXH IRU IXWXUH UHVHDUFK� 'HVSLWH WKLV� WKH SURMHFW GRHV SURYLGH DQ
H[DPSOH RI FROODERUDWLQJ ZLWK ,QGLJHQRXV FRPPXQLWLHV UDWKHU WKDQ H[FOXGLQJ WKHP IURP WKH
EHQHILWV RI WKH SDUN� DQG WKH HFRQRPLF RSSRUWXQLWLHV FUHDWHG WKURXJK WRXULVP�

&RQFOXVLRQ�

7KH YLRODWLRQV RI ULJKWV DJDLQVW LQGLJHQRXV FLYLOLDQV DUH RYHUORRNHG E\ PDLQVWUHDP PHGLD
FRYHULQJ 9LUXQJD 1DWLRQDO 3DUN� DV GHSLFWHG E\ WKH GRFXPHQWDU\ 9LUXQJD� ZKLFK PDNHV QR
PHQWLRQ RI WKH %DPEXWL ZKR FRQWLQXH WR VXIIHU IURP WKH SDUN¶V DJJUHVVLYH VWUDWHJLHV �9RQ
(LQVLHGHO� ������ 0RUHRYHU� WKH KDUPIXO LPSDFWV RQ ,QGLJHQRXV FRPPXQLWLHV E\ FRQVHUYDWLRQ
VWUDWHJLHV LQ UHJLRQV RI RQJRLQJ FRQIOLFW DUH SDUWLFXODUO\ LPSRUWDQW DYHQXHV IRU UHVHDUFK EHFDXVH
RWKHU SDUNV LQ WKH UHJLRQ HQFRXQWHU VLPLODU LVVXHV� 7KH 5ZHQ]RUL 0RXQWDLQV 1DWLRQDO 3DUN�
0DLNR 1DWLRQDO 3DUN� 2NDSL :LOGOLIH 5HVHUYH� .DKX]L�%LHJD 1DWLRQDO 3DUN� DQG 0JDKLQJD
*RULOOD 1DWLRQDO 3DUN DUH DOO KRPH WR ,QGLJHQRXV DQG QRQ�,QGLJHQRXV FRPPXQLWLHV� FLYLO FRQIOLFW�
DQG DJJUHVVLYH FRQVHUYDWLRQ VWUDWHJLHV� )RU H[DPSOH� %DWZD FRPPXQLWLHV LQ .DKX]L�%LHJD
1DWLRQDO 3DUN IDFH VHYHUH YLROHQFH DQG KDUP IURP KXPDQ ULJKWV DEXVHV FDUULHG RXW E\ SDUN
UDQJHUV� VXFK DV LQ -XO\ ����� ZKHQ DQ XQGRFXPHQWHG QXPEHU RI %DWZD FLYLOLDQV ZHUH NLOOHG DQG
GLVSODFHG �/XRPD� ������ +HQFH� XQGHUVWDQGLQJ WKH LPSDFW RI DUPHG FLYLO FRQIOLFW DQG JUHHQ
PLOLWDUL]DWLRQ RQ ,QGLJHQRXV FRPPXQLWLHV LV LQWHJUDO WR EXLOGLQJ VWDELOLW\ DQG HQVXULQJ
VXVWDLQDEOH FRQVHUYDWLRQ PHWKRGV DUH XVHG E\ QDWLRQDO SDUNV�

$QDO\]LQJ FLYLOLDQ DJHQF\ LV FHQWUDO WR GHYHORSLQJ D VXVWDLQDEOH IXWXUH IRU ORFDO DQG ,QGLJHQRXV
SHRSOH DFURVV DOO QDWLRQDO SDUNV VLWXDWHG LQ UHJLRQV RI FLYLO FRQIOLFW� 6SHFLILFDOO\� FRQVLGHULQJ WKH
DJHQF\ RI FLYLOLDQV ZLOO KHOS GHYHORS VWUDWHJLHV WKDW LQFOXGH ,QGLJHQRXV SHRSOHV¶ SUHYLRXV
SURWHFWLYH DFWLRQV� WKHLU FXUUHQW LQWHUHVW DQG VSLULWXDO YDOXHV LQ WKH ODQG� DQG WKH UROHV WKH\ ZDQW WR
SDUWLFLSDWH LQ ZLWKLQ WKH SDUN� 7KHVH PD\ FRQIOLFW ZLWK FXUUHQW PHWKRGV RI HQYLURQPHQWDO
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SURWHFWLRQ OLNH IRUWUHVV FRQVHUYDWLRQ� FUHDWLQJ DQ DYHQXH IRU IXWXUH UHVHDUFK IRFXVLQJ RQ KRZ
VXVWDLQDEOH HQJDJHPHQW ZLWK ,QGLJHQRXV SHRSOH RQ SDUN JURXQGV ZLOO IXQFWLRQ� ZKLOH
VXFFHVVIXOO\ FRQVHUYLQJ WKH IORUD DQG IDXQD� 7KLV DOVR JLYHV ULVH WR SROLF\ LPSOLFDWLRQV� DV IXUWKHU
UHVHDUFK ZLOO EH UHTXLUHG WR GHWHUPLQH H[DFWO\ KRZ FLYLOLDQV QHHG WR EH LQFRUSRUDWHG LQWR
HQYLURQPHQWDO ODZ�

$V ILUVW WKHRUL]HG E\ 6WDWKLV .DO\YDV� FLYLOLDQ DFWLRQV FDQ DQG ZLOO VKDSH WKH W\SH DQG OHYHO RI
FLYLOLDQ YLFWLPL]DWLRQ� DQG LQ WKH FDVH RI 9LUXQJD 1DWLRQDO 3DUN� WKH ORFDO SRSXODWLRQV PXVW EH
LQFRUSRUDWHG E\ SDUN VWDII� ODZ PDNHUV� DQG LQWHUQDWLRQDO IXQGHUV DV NH\ DFWRUV VKDSLQJ WKHLU
HQJDJHPHQW ZLWK WKH SDUN� 8WLOL]LQJ D µERWWRP�XS¶ DSSURDFK LQ IXWXUH UHVHDUFK E\ IRFXVLQJ RQ
FLYLOLDQ DJHQF\ LV QRW D VLQJXODU VROXWLRQ IRU WKH SOLJKW RI FLYLOLDQV KDUPHG E\ WKH SDUN� 5DWKHU� LW
LV RQH RI PDQ\ DSSURDFKHV UHTXLUHG WR XSOLIW FRPPXQLWLHV� DORQJVLGH OHJDO� ILQDQFLDO DQG SROLF\
VXSSRUW� KXPDQ ULJKWV�EDVHG ZRUN� DQG RWKHUV� (QYLURQPHQWDO FRQVHUYDWLRQ FDQ RFFXU WKURXJK
DJHQF\ DIILUPLQJ PHWKRGV WKDW LQFRUSRUDWH ORFDO DQG ,QGLJHQRXV SHRSOH� EXW LW ZLOO UHTXLUH IXWXUH
UHVHDUFK RQ WKH FRQQHFWLRQV EHWZHHQ WKH RQJRLQJ FLYLO ZDU� WKH SDUN LQIUDVWUXFWXUH DQG UDQJHUV�
DQG FLYLOLDQ DQG ,QGLJHQRXV G\QDPLFV�
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5HIHUHQFHV�
$OOXUL� 5LQD� �'HFHPEHU ������ 7KH 5ROH RI 7RXULVP LQ 3RVW�&RQIOLFW 3HDFHEXLOGLQJ LQ

5ZDQGD� 6ZLVV 3HDFH� �� ����� KWWSV���ZZZ�ILOHV�HWK]�FK�LVQ��������ZS�B�����SGI�
%DD]� 0DULD (ULNVVRQ� 'LGLHU *RQGROD� (VWKHU 0DULMQHQ� DQG -XGLWK 9HUZLMHQ� �������

9LUXQJD¶V :KLWH 6DYLRU &RPSOH[� )RUHLJQ $IIDLUV�
KWWSV���ZZZ�IRUHLJQDIIDLUV�FRP�DUWLFOHV�DIULFD������������YLUXQJDV�ZKLWH�VDYLRU�FRPSOH[

%DLQHV� (ULQ� DQG (PLO\ 3DGGRQ 5KRDGV� �-XQH ������ 7KLV LV KRZ ZH VXUYLYHG� &LYLOLDQ
DJHQF\ DQG KXPDQLWDULDQ SURWHFWLRQ� 6HFXULW\ 'LDORJXH �� ���� ��������

%%& 1HZV� $IULFD� ������� 5HEHOV GHQ\ NLOOLQJ ,WDOLDQ DPEDVVDGRU WR WKH '5&�
%%&� KWWSV���ZZZ�EEF�FR�XN�QHZV�ZRUOG�DIULFD����������

%URFNLQJWRQ� 'DQ� ������� )RUWUHVV &RQVHUYDWLRQ� 7KH 3UHVHUYDWLRQ RI WKH 0NRPD]L
*DPH 5HVHUYH� 7DQ]DQLD� ,QWHUQDWLRQDO $IULFDQ ,QVWLWXWH�

'UDXODQV� 'LUN� DQG (OOHQ 9DQ .UXQNHOVYHQ� ������� 7KH ,PSDFW RI :DU RQ )RUHVW $UHDV LQ WKH
'HPRFUDWLF 5HSXEOLF RI &RQJR� 2U\[ �� ���� ��±��� GRL���������6�����������������

(DVWHUQ &RQJR ,QLWLDWLYH� ������� +LVWRU\ RI WKH &RQIOLFW� $FFHVVHG 'HFHPEHU ���
����� KWWSV���ZZZ�HDVWHUQFRQJR�RUJ�DERXW�GUF�KLVWRU\�RI�WKH�FRQIOLFW��

)R\HU GH 'pYHORSSHPHQW SRXU O¶$XWRSURPRWLRQ GHV 3\JPpHV HW ,QGLJqQHV 'pIDYRULVpV�
������� ,QGLJHQRXV SHRSOHV LQ WKH '5&� 7KH LQMXVWLFH RI PXOWLSOH IRUPV RI
GLVFULPLQDWLRQ� 8QLYHUVDO 3HULRGLF 5HYLHZ RI WKH 'HPRFUDWLF 5HSXEOLF RI &RQJR�
KWWSV���JOREDOIRUHVWFRDOLWLRQ�RUJ�ZS�FRQWHQW�XSORDGV���������5$33257�$/7(51$7,
) 835�21*�3(83/(6�$872&+721(6�5'&�B$1*/$,6�SGI�

*RXE\� 0HODQLH� ������� <RX WKLQN LW¶V RYHU� EXW LW EHJLQV DJDLQ� FDQ 9LUXQJD 1DWLRQDO
3DUN VXUYLYH PRUH FRQIOLFW DQG D QHZ KXQW IRU RLO" 7KH *XDUGLDQ�
KWWSV���ZZZ�WKHJXDUGLDQ�FRP�JOREDO�GHYHORSPHQW������QRY����FDQ�YLUXQJD�QDWLRQ
DO�SDU N�VXUYLYH�PRUH�FRQIOLFW�DQG�D�QHZ�KXQW�IRU�RLO

*MRUY� *XQKLOG +RRJHQVHQ� ������� 7KH ,PSRUWDQFH RI &LYLOLDQ $JHQF\ LQ &RQIOLFW
6HWWLQJV� 3ROLWLFDO 9LROHQFH DW D *ODQFH� $FFHVVHG 'HFHPEHU ��� �����
KWWSV���SROLWLFDOYLROHQFHDWDJODQFH�RUJ������������WKH�LPSRUWDQFH�RI�FLYLOLDQ�DJHQF\
�LQ�FR QIOLFW�VHWWLQJV�

+RSVRQ� 0DUN &KULVWRSKHU� ������� 7KH :LOGHUQHVV 0\WK� +RZ WKH )DLOXUH RI WKH $PHULFDQ
1DWLRQDO 3DUN 0RGHO 7KUHDWHQV WKH 6XUYLYDO RI WKH ,\DHOLPD 7ULEH DQG WKH %RQRER
&KLPSDQ]HH� (DUWK -XULVSUXGHQFH DQG (QYLURQPHQWDO -XVWLFH -RXUQDO

+RZDUG� %ULDQ &ODUN� ������� &KLHI :DUGHQ 6KRW LQ $IULFD¶V 2OGHVW 1DWLRQDO 3DUN�
1DWLRQDO *HRJUDSKLF�
KWWSV���ZZZ�QDWLRQDOJHRJUDSKLF�FRP�FXOWXUH�DUWLFOH��������HPPDQXHO�GH�PHURGH�
ZDUGH Q�VKRW�YLUXQJD�FRQJR�

.DO\YDV� 6WDWKLV� ������ 7KH /RJLF RI 9LROHQFH LQ &LYLO :DU� &DPEULGJH� &DPEULGJH
8QLYHUVLW\ 3UHVV�

.DOSHUV� -RVp� (OL]DEHWK :LOOLDPVRQ� 0DUWKD 0� 5REELQV� $ODVWDLU 0F1HLODJH� $XJXVWLQ
1]DPXUDPEDKR� 1GDNDVL /ROD� DQG *KDG 0XJLUL� ������� *RULOODV LQ WKH
&URVVILUH� 3RSXODWLRQ '\QDPLFV RI WKH 9LUXQJD 0RXQWDLQ *RULOODV RYHU WKH 3DVW
7KUHH 'HFDGHV� 2U\[ �� ��� ���±��� GRL���������6�����������������

.UDXVH� -DQD� -XDQ 0DVXOOR� (PLO\ 3DGGRQ 5KRDGV� DQG -HQQLIHU :HOVK� �)RUWKFRPLQJ�� &LYLOLDQ
3URWHFWLYH $JHQF\ LQ 9LROHQW 6HWWLQJV� $ &RPSDUDWLYH 3HUVSHFWLYH� 2[IRUG� 2[IRUG
8QLYHUVLW\ 3UHVV� IRUWKFRPLQJ�
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/XRPD� &ROLQ� ������� )RUWUHVV &RQVHUYDWLRQ DQG ,QWHUQDWLRQDO $FFRXQWDELOLW\ IRU +XPDQ
5LJKWV 9LRODWLRQV DJDLQVW %DWZD LQ .DKX]L�%LHJD 1DWLRQDO 3DUN� 0LQRULW\ 5LJKWV *URXS
,QWHUQDWLRQDO�
KWWSV���PLQRULW\ULJKWV�RUJ�ZS�FRQWHQW�XSORDGV���������05*B5HSB31.%�B(1�SGI�

0DULMQHQ� (VWKHU� DQG -XGLWK 9HUZLMHQ� ������� 6HOOLQJ JUHHQ PLOLWDUL]DWLRQ� 7KH GLVFXUVLYH
�UH�SURGXFWLRQ RI PLOLWDUL]HG FRQVHUYDWLRQ LQ WKH 9LUXQJD 1DWLRQDO 3DUN�
'HPRFUDWLF 5HSXEOLF RI WKH &RQJR� *HRIRUXP ��� ��������
KWWSV���GRL�RUJ���������M�JHRIRUXP������������

0DULMQHQ� (VWKHU� ������� 3XEOLF $XWKRULW\ DQG &RQVHUYDWLRQ LQ $UHDV RI $UPHG &RQIOLFW�
9LUXQJD 1DWLRQDO 3DUN DV D µ6WDWH ZLWKLQ D 6WDWH¶ LQ (DVWHUQ &RQJR� 'HYHORSPHQW DQG
&KDQJH �� ���� �������� KWWSV���GRL�RUJ���������GHFK�������

0F1HHO\� -HIIUH\� ������� &RQVHUYLQJ )RUHVW %LRGLYHUVLW\ LQ 7LPHV RI 9LROHQW &RQIOLFW�´ 2U\[ ��
���� ���±��� GRL���������6�����������������

0LQRULW\ 5LJKWV ,QWHUQDWLRQDO� ������� 7KH\ &DPH WR 3XUJH WKH )RUHVW E\ )RUFH�$FFHVVHG
'HFHPEHU ��� ����� KWWSV���PLQRULW\ULJKWV�RUJ�SURJUDPPHV�OLEUDU\�SQNE��

0RORR� =DKUD� ������� 0LOLWDULVHG &RQVHUYDWLRQ 7KUHDWHQV '5&¶V ,QGLJHQRXV 3HRSOH ± 3DUW
�� ,QWHUQDWLRQDO :RPHQ¶V 0HGLD )RXQGDWLRQ�
KWWSV���ZZZ�LZPI�RUJ�UHSRUWLQJ�PLOLWDULVHG�FRQVHUYDWLRQ�WKUHDWHQV�GUFV�LQGLJHQRXV�SHRS
O H�SDUW���

0RORR� =DKUD� ������� 0LOLWDULVHG &RQVHUYDWLRQ 7KUHDWHQV '5&¶V ,QGLJHQRXV 3HRSOH ± 3DUW
�� ,QWHUQDWLRQDO :RPHQ¶V 0HGLD )RXQGDWLRQ� 6HSWHPEHU ��� �����
KWWSV���ZZZ�LZPI�RUJ�UHSRUWLQJ�PLOLWDULVHG�FRQVHUYDWLRQ�WKUHDWHQV�GUFV�LQGLJHQRXV�S
HRSO H�SDUW���
3DUF 1DWLRQDO GHV 9LUXQJD� ������� $UWLOOHU\ DWWDFN RQ 9LUXQJD 1DWLRQDO 3DUN¶V
K\GUR�HOHFWULF SRZHU ZRUNVLWH� KWWSV���YLUXQJD�RUJ�QHZV�K\GURSRZHU�VWDWLRQ�DWWDFN��

3DUF 1DWLRQDO GHV 9LUXQJD� ������ 6WDWHPHQW IURP 9LUXQJD 1DWLRQDO 3DUN RQ UHFHQW
DWWDFN� KWWSV���YLUXQJD�RUJ�QHZV�UHFHQW�DWWDFN�������

3DUF 1DWLRQDO GHV 9LUXQJD� ������� :HOFRPH WR $IULFD¶V 2OGHVW 1DWLRQDO
3DUN� KWWSV���YLUXQJD�RUJ�DERXW��

3OXPSWUH� $QGUHZ� ������� /HVVRQV /HDUQHG IURP 2Q�WKH�*URXQG &RQVHUYDWLRQ LQ 5ZDQGD DQG
WKH 'HPRFUDWLF 5HSXEOLF RI WKH &RQJR� -RXUQDO RI 6XVWDLQDEOH )RUHVWU\� -RXUQDO RI
6XVWDLQDEOH )RUHVWU\ �� ���� ������ 'RL� ��������-���Y��Q��B���

6FKLIIPDQ� 5LFKDUG� ������� :H ULVN RXU OLYHV GDLO\ IRU 9LUXQJD 1DWLRQDO 3DUN� 1HZ6FLHQWLVW
��� ������� ������ KWWSV���GRL�RUJ���������6���������������������

6FKRWWHQ� 3HHU� ������� +RZ URDGEORFNV� QRW MXVW PLQHUDOV� IXQG UHEHOV DQG FRQIOLFW LQ WKH
&RQJR� 7KH &RQYHUVDWLRQ�
KWWSV���WKHFRQYHUVDWLRQ�FRP�KRZ�URDGEORFNV�QRW�MXVW�PLQHUDOV�IXQG�UHEHOV�DQG�FRQIOLFW�L
Q�WKH�FRQJR�������

6SLUD� &KDUORWWH� $QGUHZ .LUNE\� 'HR .XMLUDNZLQMD� DQG $QGUHZ -� 3OXPSWUH� ������� 7KH
6RFLR�(FRQRPLFV RI $UWLVDQDO 0LQLQJ DQG %XVKPHDW +XQWLQJ DURXQG 3URWHFWHG $UHDV�
.DKX]L±%LHJD 1DWLRQDO 3DUN DQG ,WRPEZH 1DWXUH 5HVHUYH� (DVWHUQ 'HPRFUDWLF
5HSXEOLF RI &RQJR� 2U\[ �� ���� ���±���

7KRPSVHOO� $QJHOD� ������� 7KH 6HFRQG &RQJR :DU� 7KRXJKW &R�
KWWSV���ZZZ�WKRXJKWFR�FRP�VHFRQG�FRQJR�ZDU�������

&XUD 7HUUD 6SULQJ ����



7KH ,QGLJHQRXV 3HRSOH RI 9LUXQJD 1DWLRQDO 3DUN� 7UDPVHQ ��
$W WKH &URVVURDGV RI &LYLO :DU� *UHHQ 0LOLWDUL]DWLRQ� DQG &LYLOLDQ $JHQF\

7URJLVFK� /LVD� ������� *HRJUDSKLHV RI )HDU ± 7KH HYHU\GD\ �JHR�SROLWLFV RI µJUHHQ¶ YLROHQFH
DQG PLOLWDUL]DWLRQ LQ WKH LQWHQGHG WUDQVERXQGDU\ 9LUXQJD &RQVHUYDWLRQ $UHD� *HRIRUXP
���� ������� KWWSV���GRL�RUJ���������M�JHRIRUXP�������������

7URJLVFK� /LVD� ������� 1DYLJDWLQJ IHDUVFDSHV� ZRPHQ¶V FRSLQJ VWUDWHJLHV ZLWK�LQ� WKH
FRQVHUYDWLRQ�FRQIOLFW QH[XV LQ WKH (DVWHUQ 'HPRFUDWLF 5HSXEOLF RI WKH &RQJR�
*HQGHU� 3ODFH 	 &XOWXUH� ����� KWWSV���GRL�RUJ����������������;��������������

9HUZHLMHQ� -XGLWK� DQG (VWKHU 0DULMQHQ� ������� 7KH FRXQWHULQVXUJHQF\�FRQVHUYDWLRQ QH[XV�
JXHUULOOD OLYHOLKRRGV DQG WKH G\QDPLFV RI FRQIOLFW DQG YLROHQFH LQ WKH 9LUXQJD
1DWLRQDO 3DUN� 'HPRFUDWLF 5HSXEOLF RI WKH &RQJR� 7KH -RXUQDO RI 3HDVDQW 6WXGLHV ���
���� �������� KWWSV���GRL�RUJ������������������������������

9HUZHLMHQ� -XGLWK� DQG (VWKHU 0DULMQHQ� ������� :K\ 5DQJHUV LQ WKH 9LUXQJD 1DWLRQDO 3DUN
DUH 8QGHU $WWDFN� %HUJJRULOOD 	 5HJHQZDOG 'LUHNWKLOIH H�9�
KWWSV���ZZZ�EHUJJRULOOD�RUJ�HQ�KRPH�QHZV�DUFKLYH�DUWLFOH�YLHZ�ZK\�UDQJHUV�LQ�WKH�YLU
XQ JD�QDWLRQDO�SDUN�DUH�XQGHU�DWWDFN��

9RQ (LQVLHGHO� 2UODQGR� ������� 9LUXQJD� *UDLQ 0HGLD DQG 9LROHW )LOPV�
:DOGHN� 6WHIDQLH� ������� $IWHU ORVLQJ WKHLU KRPH LQ FHQWUDO $IULFD� DQ DQFLHQW WULEH JHWV D QHZ

VWDUW� 9ROFDQRHV 6DIDULHV�
KWWSV���YROFDQRHVVDIDULV�FRP�SUHVV�DIWHU�ORVLQJ�WKHLU�KRPH�LQ�FHQWUDO�DIULFD�DQ�DQFLHQW�
WUL EH�JHWV�D�QHZ�VWDUW��

:RUOG 'LUHFWRU\ RI 0LQRULWLHV DQG ,QGLJHQRXV 3HRSOHV� ������� %DWZD DQG %DPEXWL�
0LQRULW\ 5LJKWV *URXS ,QWHUQDWLRQDO�
KWWSV���PLQRULW\ULJKWV�RUJ�PLQRULWLHV�EDWZD�DQG�EDPEXWL��

&XUD 7HUUD 6SULQJ ����


