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$EVWUDFW

7KLV�DUWLFOH�GHEDWHV� WKH�HQIRUFHPHQW�RI�TXDOLW\� VWDQGDUGV�ZLWKLQ�7DQ]DQLDµV�FRUSRUDWH�
JRYHUQDQFH�IUDPHZRUN��7KH�DUWLFOH�SUREHV�LQWR�ZKHWKHU�WKH�FRQWLQXLQJ�LQFUHDVH�LQ�WKH�
QXPEHU� RI� RUJDQL]DWLRQV� UHVSRQVLEOH� IRU� PRQLWRULQJ� DQG� HQIRUFLQJ� TXDOLW\� VWDQGDUGV�
RI�FRQVXPDEOH�DQG�QRQ�FRQVXPDEOH�LQGXVWULDO�SURGXFWV��DOVR�UHIHUUHG�WR�LQ�WKLV�DUWLFOH�
DV� VWDQGDUGV� RUJDQL]DWLRQV�� KDV� DQ� LPSDFW� RQ� SURWHFWLQJ� WKH� ULJKWV� DQG� ZHOIDUH� RI�
VWDNHKROGHUV� �FRQVXPHUV��� 6SHFL¾�FDOO\�� WKH� DUWLFOH� H[DPLQHV� WKH� H[WHQW� WR�ZKLFK� WKHVH�
RUJDQL]DWLRQV� KDYH� EHHQ� HIIHFWLYH� LQ� FDUU\LQJ� RXW� WKHLU� SUHVFULEHG� IXQFWLRQV�� 8VLQJ�
GRFXPHQWDU\�UHYLHZ�� WKH�DUWLFOH�FRQFOXGHV� WKDW�(QHUJ\�DQG�:DWHU�8WLOLWLHV�5HJXODWRU\�
$XWKRULW\��(:85$��7DQ]DQLD�%XUHDX�RI�6WDQGDUGV��7%6��DQG�7DQ]DQLD�)RRG�DQG�'UXJV�
$XWKRULW\��7)'$��KDYH�QRW�EHHQ�HIIHFWLYH�LQ�PRQLWRULQJ�DQG�FRQWUROOLQJ�WKH�HQIRUFHPHQW�
RI�VWDQGDUGV��D�VLWXDWLRQ�WKDW�SXWV�FRQVXPHUVµ�ZHOIDUH�DQG�SXEOLF�KHDOWK�DW�VWDNH��6XFK�
LQHIIHFWLYHQHVV� LV�DWWULEXWHG� WR�D�QXPEHU�RI� IDFWRUV�VXFK�DV� ODFN�RI�DGHTXDWH�¾�QDQFLDO�
DQG� KXPDQ� UHVRXUFHV�� ZHDNQHVVHV� LQ� WKH� V\QHUJLHV� DPRQJ� VWDQGDUGV� RUJDQL]DWLRQV��
SRRU� QHWZRUNLQJ� ZLWK� RWKHU� VWDNHKROGHUV� DQG� ZHDN� OHJDO� IUDPHZRUN� WKDW� GHSULYHV�
WKHVH�RUJDQL]DWLRQV�RI�VRPH�RI� WKH�SRZHUV� WR�PDNH�¾�QDO�GHFLVLRQV��)LQDOO\�� WKH�DUWLFOH�
HPSKDVL]HV�WKDW�DQ\�VXFFHVVIXO�DWWHPSW�WR�HIIHFWLYHO\�HQIRUFH�VWDQGDUGV�LQ�7DQ]DQLD�KDV�
WR�DGGUHVV�WKHVH�FKDOOHQJHV�

.H\�:RUGV��� &RXQWHUIHLW�*RRGV��6WDQGDUGV�2UJDQL]DWLRQV��&RQVXPHUVµ�:HOIDUH��
&RUSRUDWH�*RYHUQDQFH

,QWURGXFWLRQ

7KLV� DUWLFOH� UHYLHZV� WKH� UROH� RI� VWDQGDUGV� RUJDQL]DWLRQV� LQ� PDLQWDLQLQJ� JRRG� FRUSRUDWH�
JRYHUQDQFH�LQ�7DQ]DQLD��7KH�DUWLFOH�DUJXHV�WKDW�ZKLOH� LW� LV� LPSRUWDQW�IRU� WKH�JRYHUQPHQW�WR�
FUHDWH�D�FRQGXFLYH�EXVLQHVV�HQYLURQPHQW� IRU�SURGXFHUV�DQG� LPSRUWHUV�RI�GLIIHUHQW�SURGXFWV�
ZKLFK�DUH�VXSSOLHG�LQ�WKH�GRPHVWLF�PDUNHW��LW�VWLOO�KDV�DQ�REOLJDWLRQ�WR�HQVXUH�WKDW�WKH�ULJKWV�DQG�
LQWHUHVWV�RI�WKH�FLWL]HQU\�DUH�SURWHFWHG��8VLQJ�WKH�VWDNHKROGHU�WKHRU\�ZKLFK�FDOOV�IRU�FRUSRUDWLRQV�
WR� DGKHUH� WR� WKH� FRUH� SULQFLSOHV� RI� FRUSRUDWH� JRYHUQDQFH�� WKH� DUWLFOH� ORRNV� DW� WKH� H[WHQW� WR�
ZKLFK�VWDQGDUGV�RUJDQL]DWLRQV�LQ�WKH�FRXQWU\�KDYH�IDFLOLWDWHG�DGKHUHQFH�WR�WKH�UHTXLUHPHQWV�WR�
SURGXFH�DQG�VXSSO\�TXDOLW\�VWDQGDUG�SURGXFWV�IRU�GRPHVWLF�DQG�H[WHUQDO�FRQVXPSWLRQ��,Q�WKLV�
WKHRU\��D�VWDNHKROGHU�LV�UHJDUGHG�DV�DQ\�JURXS�RU�LQGLYLGXDO�ZKR�FDQ�DIIHFW�RU�LV�DIIHFWHG�E\�WKH�
DFKLHYHPHQW�RI�WKH�RUJDQL]DWLRQµV�REMHFWLYHV��+DVOLQGD�	�%HQHGLFW��������

$V�.XPDU��������DUJXHV��VWDNHKROGHU�WKHRU\�HQFRXUDJHV�PDQDJHUV�WR�SD\�DWWHQWLRQ�WR�DOO�
FRQVWLWXHQFLHV�WKDW�FDQ�DIIHFW�WKH�YDOXH�RI�WKH�¾�UP��7KLV�FRQFHUQ�LV�DOVR�UH¿�HFWHG�LQ�WKH�SULQFLSOHV�
RI� FRUSRUDWH� JRYHUQDQFH� RI� WKH�2UJDQL]DWLRQ� IRU� (FRQRPLF�&RRSHUDWLRQ� DQG�'HYHORSPHQW�
�2(&'���2QH�RI�WKHVH�SULQFLSOHV�HPSKDVL]HV�WKDW�FRUSRUDWH�JRYHUQDQFH�IUDPHZRUNV�VKRXOG�
UHFRJQL]H� WKH� ULJKWV� RI� VWDNHKROGHUV� HVWDEOLVKHG� E\� ODZ� WKURXJK� PXWXDO� DJUHHPHQWV� DQG�
HQFRXUDJHV�DFWLYH�FR�RSHUDWLRQ�EHWZHHQ�FRUSRUDWLRQV�DQG�VWDNHKROGHUV��0DOOLQ���������,W�LV�RQ�
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WKLV�EDVLV�WKDW�LQLWLDWLYHV�WR�HQVXUH�WKDW�FRUSRUDWLRQV�FDUU\�RXW�WKHLU�IXQFWLRQV�GLOLJHQWO\�KDYH�
EHHQ�GHYLVHG��

2QH�VXFK�LQLWLDWLYH�LV�WKH�HVWDEOLVKPHQW�RI�WKH�RUJDQL]DWLRQV�IRU�PRQLWRULQJ�DQG�HQIRUFLQJ�
VWDQGDUGV�ERWK�QDWLRQDOO\�DQG�LQWHUQDWLRQDOO\�WR�HQVXUH�WKDW�FRQVXPDEOH�DQG�QRQ�FRQVXPDEOH�
JRRGV�VXSSOLHG�LQ�WKH�GRPHVWLF�PDUNHW�KDYH�WKH�UHTXLUHG�TXDOLW\�VWDQGDUGV��)RFXVLQJ�RQ�WKH�
(QHUJ\�DQG�:DWHU�8WLOLWLHV�5HJXODWRU\�$XWKRULW\��(:85$���7DQ]DQLD�%XUHDX�RI�6WDQGDUGV�
�7%6��DQG�7DQ]DQLD�)RRG�DQG�'UXJV�$XWKRULW\��7)'$���WKH�DUWLFOH�DQDO\VHV�WKH�HIIHFWLYHQHVV�
RI� WKHVH� RUJDQL]DWLRQV� LQ� VXSHUYLVLQJ� WKH� HQIRUFHPHQW� RI� VWDQGDUGV� LQ�7DQ]DQLD��%HLQJ� WKH�
PDLQ�ERGLHV�UHVSRQVLEOH�IRU�HQIRUFLQJ�VWDQGDUGV�LQ�WKH�FRXQWU\��WKHLU�VHOHFWLRQ�IRU�UHYLHZ�ZDV�
WULJJHUHG�E\�WKH�IDFW�WKDW�GHVSLWH�WKHLU�SUHVHQFH��WKH�SXEOLF�FRQWLQXHV�WR�H[SUHVV�FRQFHUQ�RYHU�
WKH�SUREOHP�RI�VXEVWDQGDUG�DQG�FRXQWHUIHLW�JRRGV��7KH�PDLQ�TXHVWLRQ�WKDW�WKLV�DUWLFOH�DWWHPSWV�
WR�DQVZHU�LV��²:K\�GRHV�7DQ]DQLD�FRQWLQXH�WR�VXIIHU�IURP�WKH�SUREOHP�RI�VXEVWDQGDUG�JRRGV�
GHVSLWH�DQ�H[LVWHQFH�RI�QXPHURXV�VWDQGDUGV�RUJDQL]DWLRQV"

,Q� WKH� FRXUVH�RI� DQDO\]LQJ� WKH� UROH�RI� VWDQGDUGV�RUJDQL]DWLRQV�� WKLV� DUWLFOH� DOVR�XVHV� D�
SRZHU�DXWKRULW\� IRUPXODWLRQ� DV� SDUW� RI� WKH� DQDO\WLFDO� IUDPHZRUN�� 7KH� WHUP� SRZHU� LQ� WKLV�
FRQWH[W�LV�FRQVWUXHG�DV�WKH�DELOLW\�WR�EULQJ�DERXW�LQWHQGHG�HIIHFWV�DQG�LW�LQYROYHV�HOHPHQWV�VXFK�
DV�UHZDUGV�RU�SXQLVKPHQW��5XVVHOO��������DV�FLWHG�E\�+DJXH�	�+DUURS���������7KH� WHUP�LV�
WKHUHIRUH�DVVRFLDWHG�ZLWK�WKH�DELOLW\�WR�LQ¿�XHQFH�RU�FRPSHO�RWKHUV�WR�DFW�LQ�D�SDUWLFXODU�ZD\��2Q�
WKH�RWKHU�KDQG��DXWKRULW\�LV�XQGHUVWRRG�DV�WKH�ULJKWIXO�XVH�RI�SRZHU�DQG�LV�FRQIHUUHG�E\�D�UXOH�
DQG�H[HUFLVHG�LQ�DFFRUGDQFH�ZLWK�UXOHV��&R[DOO�	�5RELQV���������7KH�PDLQ�DUJXPHQW�RI�WKLV�
DUWLFOH�LV�WKDW�WKH�DELOLW\�RI�VWDQGDUGV�RUJDQL]DWLRQV�WR�FUHDWH�D�JRRG�FRUSRUDWH�JRYHUQDQFH�VSDFH�
ODUJHO\�GHSHQGV�RQ�WKH�H[WHQW�WR�ZKLFK�WKHVH�RUJDQL]DWLRQV�KDYH�ERWK�SRZHU�DQG�DXWKRULW\�WR�
HQIRUFH�SUHVFULEHG�VWDQGDUGV��7KH�FKRLFH�RI�WKLV�DQDO\WLFDO�IUDPHZRUN�UHVWV�RQ�WKH�YLHZ�WKDW��
LQ�VRPH�FRQWH[WV�� WKH�HVWDEOLVKPHQW�RI�FRQWURO�RUJDQL]DWLRQV��HVSHFLDOO\� LQ�$IULFD��GRHV�QRW�
HQFRPSDVV�JLYLQJ�WKHP�HQRXJK�SRZHU�WR�SOD\�WKHLU�SUHVFULEHG�UROHV��

$�FRQFHSWXDO�RYHUYLHZ�RI�FRUSRUDWH�JRYHUQDQFH

&RUSRUDWH�JRYHUQDQFH�LV�YHU\�EURDG�DQG�WKXV�KDV�GLIIHUHQW�PHDQLQJV�WR�GLIIHUHQW�RUJDQL]DWLRQV�
�+DVOLQGD�	�%HQHGLFW��������(W\PRORJLFDOO\��WKH�WHUP�´FRUSRUDWH�JRYHUQDQFHµ�RULJLQDWHV�IURP�
DQFLHQW�*UHHN�DQG�/DWLQ��,Q�/DWLQ��WKH�ZRUG�FRUSXV��ZKLFK�FRPHV�IURP�WKH�/DWLQ�YHUE�FRUSRUDUH��
PHDQV�ERG\�DQG� WKXV�D� FRUSRUDWLRQ� LV� FRQVWUXHG�DV� D�ERG\�RI�SHRSOH�RU� D�JURXS�RI�SHRSOH�
DXWKRUL]HG� WR�DFW�DV�DQ� LQGLYLGXDO� �0HQVDK��$ERDJ\H��$GGR�	�%XDWVL���������2Q� WKH�RWKHU�
KDQG��WKH�ZRUG�JRYHUQDQFH�LV�GHULYHG�IURP�D�*UHHN�ZRUG�JXEHUQDWLR�PHDQLQJ�PDQDJHPHQW�
RU� JRYHUQPHQW�� 7KHUHIRUH� FRUSRUDWH� JRYHUQDQFH� LQYROYHV� D� VHW� RI� UHODWLRQVKLSV� EHWZHHQ�
D� FRPSDQ\µV� PDQDJHPHQW�� LWV� ERDUG�� LWV� VKDUHKROGHUV� DQG� RWKHU� VWDNHKROGHUV�� &RUSRUDWH�
JRYHUQDQFH� DOVR� SURYLGHV� WKH� VWUXFWXUH� WKURXJK� ZKLFK� WKH� REMHFWLYHV� RI� WKH� FRPSDQ\� DUH�
VHW��DQG�WKH�PHDQV�RI�DWWDLQLQJ�WKRVH�REMHFWLYHV�DQG�PRQLWRULQJ�SHUIRUPDQFH�DUH�GHWHUPLQHG�
�0HQVDK�HW�DO���������

&RUSRUDWH�JRYHUQDQFH�LV�FRQFHUQHG�ZLWK�WKH�SURFHVVHV��V\VWHPV��SUDFWLFHV�DQG�SURFHGXUHV�
WKDW� JRYHUQ� LQVWLWXWLRQV�� ,W� LV� WKHUHIRUH� D� VHW� RI� SURFHVVHV� DQG� VWUXFWXUHV� IRU� FRQWUROOLQJ� DQG�
GLUHFWLQJ� RUJDQL]DWLRQV� DQG� DOVR� FRQVWLWXWHV� D� VHW� RI� UXOHV�� ZKLFK� JRYHUQ� WKH� UHODWLRQVKLSV�
EHWZHHQ�PDQDJHPHQW��VKDUHKROGHUV�DQG�VWDNHKROGHUV��+DVOLQGD�	�%HQHGLFW��������7KHUH�DUH�WZR�
SHUVSHFWLYHV�RI�FRUSRUDWH�JRYHUQDQFH��7KH�¾�UVW�RQH�OLQNV�FRUSRUDWH�JRYHUQDQFH�ZLWK�PDQDJHPHQW�
FRQWURO�DQG�WKH�SURWHFWLRQ�RI�VKDUHKROGHUV��7KH�VHFRQG�RQH�VHHV�FRUSRUDWH�JRYHUQDQFH�DV�GHDOLQJ�
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ZLWK�WKH�SURFHVVHV�RI�DSSURSULDWH�PDQDJHPHQW�RI�D�FRPSDQ\µV�UHVRXUFHV�WR�WKH�VDWLVIDFWLRQ�RI�DOO�
VWDNHKROGHUV��QDPHO\��VKDUHKROGHUV��PDQDJHPHQW�DQG�ZRUNHUV�DV�ZHOO�DV�DOO�JURXSV�RI�SHUVRQV�
WKDW�FRPH�LQWR�FRQWDFW�ZLWK�WKH�¾�UP�LQ�LWV�GD\�WR�GD\�DFWLYLWLHV��0HQVDK�HW�DO���������%DVLQJ�RQ�
WKLV� EULHI� FRQFHSWXDO� RYHUYLHZ�RI� FRUSRUDWH� JRYHUQDQFH�� WKLV�ZRUN� H[DPLQHV� WKH� IXQFWLRQLQJ�
RI�VWDQGDUGV�RUJDQL]DWLRQV�LQ�7DQ]DQLD��XVLQJ�WKH�VHFRQG�SHUVSHFWLYH�RI�FRUSRUDWH�JRYHUQDQFH�
PHQWLRQHG�DERYH��7KH� IRFXV�RI� WKLV� VWXG\� WKXV�JRHV�EH\RQG� LQWHUQDO� UHODWLRQVKLSV�ZLWKLQ� WKH�
RUJDQL]DWLRQ� DV� GHVFULEHG� LQ� WKH� ¾�UVW� SHUVSHFWLYH� RI� FRUSRUDWH� JRYHUQDQFH� WR� H[DPLQH� WKH�
HIIHFWLYHQHVV�RI�H[WHUQDO�FRQWURO�PHFKDQLVPV�IRU�HQVXULQJ�WKDW�RWKHU�VWDNHKROGHUV��FRQVXPHUV��
DUH�QRW�DIIHFWHG�E\�WKH�DFWLYLWLHV�RI�YDULRXV�¾�UPV�

$�*HQHUDO�2YHUYLHZ�RI�&RUSRUDWH�*RYHUQDQFH�LQ�7DQ]DQLD

/LNH�PDQ\�RWKHU�GHYHORSLQJ�FRXQWULHV��FRUSRUDWH�JRYHUQDQFH�FXOWXUH�LQ�7DQ]DQLD�LV�VWLOO�
LQ�LWV�IRUPDWLYH�VWDJHV��,W�FDQ�EH�UHFDOOHG�WKDW�WKH�SUH�OLEHUDOL]DWLRQ�HUD�PDUNHG�D�VWDWH�FHQWUHG�
IUDPHZRUN�WKDW�GLG�QRW�JUDQW�IUHHGRP�WR�FRUSRUDWLRQV��ERWK�SULYDWH�DQG�SXEOLF��WR�SHUIRUP�WKHLU�
IXQFWLRQV�ZLWKRXW�EHLQJ�FORVHO\�PRQLWRUHG�E\�WKH�6WDWH��6ZDL��������6DPRII��������3LFDUG��
������.DKDPD���������7KLV�FRQWURO�ZDV�FKDUDFWHUL]HG��DPRQJ�RWKHU� WKLQJV��E\� LQVWDQFHV�RI�
SROLWLFL]DWLRQ��0DOO\D��������0XNDQGDOD��������0ZDVH���������+RZHYHU��WKLV�FRQWURO�KDG�D�
SRVLWLYH� LPSOLFDWLRQ� LQ� WHUPV�RI�SURWHFWLQJ� WKH�ULJKWV�RI� WKH�FRQVXPHUV�DV�DGYRFDWHG�IRU�E\�
WKH�VWDNHKROGHUVµ�WKHRU\��7KLV�ZDV�PDLQO\�EHFDXVH��DV�WKH�VWDWH�ZDV�WKH�PDLQ�DFWRU�LQ�WHUPV�
RI� SURGXFWLRQ� RI� JRRGV� DQG� GHOLYHU\� RI� VHUYLFHV� WKURXJK� SXEOLF� SDUDVWDWDOV�� LW�ZDV� HDV\� WR�
PRQLWRU�DQG�HQVXUH�WKH�TXDOLW\�RI�FRQVXPDEOHV��,W�LV�ZRUWK�UHPHPEHULQJ�WKDW�GXULQJ�WKLV�WLPH�
WKH�SURGXFWLYH�SURFHVVHV�ZHUH�JHDUHG�WRZDUGV�VHUYLQJ�WKH�SXEOLF��HVSHFLDOO\�WKH�SRRU�SHRSOH��
7KLV�GHWHUPLQDWLRQ�ZDV�EROVWHUHG�E\�WKH�FRXQWU\µV�DGRSWLRQ�RI�WKH�VRFLDOLVW�LGHRORJ\�ZKRVH�
HIIHFWLYH�H[HFXWLRQ�EHJDQ�DIWHU�WKH������$UXVKD�'HFODUDWLRQ�

1RQHWKHOHVV��VLQFH�WKH�DGRSWLRQ�RI�OLEHUDO�SROLFLHV�PDUNHG�E\�WKH�JURZWK�RI�WKH�SULYDWH�
VHFWRU�DQG�WKH�FRPLQJ�RI�IRUHLJQ�LQYHVWRUV��WKH�PDQQHU�LQ�ZKLFK�FRUSRUDWLRQV�SHUIRUP�WKHLU�
GXWLHV�KDV�VLJQL¾�FDQWO\�FKDQJHG��7KLV�LV�GHPRQVWUDWHG�E\�WKH�GHFUHDVLQJ�UROH�RI�WKH�VWDWH�LQ�
PDQDJLQJ�SXEOLF�SDUDVWDWDOV��$V�D�UHVXOW�RI�WKLV�FKDQJH��WKH�JRYHUQPHQW�GHFLGHG�WR�WDNH�YDULRXV�
PHDVXUHV�LQ�RUGHU�WR�HVWDEOLVK�D�PRUH�HIIHFWLYH�FRUSRUDWH�JRYHUQDQFH�IUDPHZRUN�ZKLFK��DSDUW�
IURP�VHWWLQJ�D�FRQGXFLYH�HQYLURQPHQW�IRU�WKH�SURGXFWLRQ�SURFHVV�DV�D�PHDQV�WR�VWHHU�HFRQRPLF�
JURZWK��HQVXUHV� WKDW� WKH�ULJKWV�RI�VWDNHKROGHUV��WKH�FRQVXPHUV��DUH�SURWHFWHG��2QH�RI� WKRVH�
PHDVXUHV�ZDV�WKH�FUHDWLRQ�RI�WKH�3UHVLGHQWLDO�3DUDVWDWDO�6HFWRU�5HIRUP�&RPPLVVLRQ��365&��
LQ������WR�PRQLWRU�WKH�SULYDWL]DWLRQ�RI�SUHYLRXVO\�VWDWH�RZQHG�FRUSRUDWLRQV�

7KH� IRUPDWLRQ� RI� 365&� ZHQW� KDQG�LQ�KDQG� ZLWK� WKH� HVWDEOLVKPHQW� RI� WKH� 7DQ]DQLD�
,QYHVWPHQW�&HQWUH��7,&��ZKRVH�UHVSRQVLELOLW\�LV�WR�FRRUGLQDWH�DQG�IDFLOLWDWH�ERWK�ORFDO�DQG�IRUHLJQ�
LQYHVWPHQW��7RJHWKHU�ZLWK�WKH�DERYH�LQLWLDWLYHV��WKH�JRYHUQPHQW�RI�7DQ]DQLD�DOVR�LQWURGXFHG�
WKH�%XVLQHVV�(QYLURQPHQW�6WUHQJWKHQLQJ�3URJUDPPH��%(67��LQ�������7KLV�SURJUDPPH�DLPHG�
DW�UHGXFLQJ�WKH�EXUGHQ�RQ�EXVLQHVVHV�E\�HUDGLFDWLQJ�SURFHGXUDO�DQG�DGPLQLVWUDWLYH�EDUULHUV��
LPSURYLQJ� WKH� TXDOLW\� RI� VHUYLFHV� SURYLGHG� E\� JRYHUQPHQW� WR� WKH� SULYDWH� VHFWRU� LQFOXGLQJ�
FRPPHUFLDO�GLVSXWH�UHVROXWLRQ�DQG�HQKDQFLQJ�WKH�FDSDFLW\�RI�WKH�SULYDWH�VHFWRU�WR�DGYRFDWH�IRU�
DQG�GHPDQG�D�EHWWHU�EXVLQHVV�HQYLURQPHQW��%DPZHQGD�	�0OLQJL��������

6RPH� QRWDEOH� DFKLHYHPHQWV� FDQ� EH� LGHQWL¾�HG� VLQFH� WKH� JRYHUQPHQW� HPEDUNHG� RQ�
WKHVH� FRUSRUDWH� JRYHUQDQFH� UHIRUPV��7KH�¾�UVW� RQH� LV� WKH� H[SDQVLRQ� RI� WKH� EDQNLQJ� VHFWRU��
)RU� LQVWDQFH��FXUUHQWO\� WKHUH�DUH���� UHJLVWHUHG�FRPPHUFLDO�EDQNV� LQ�7DQ]DQLD�DQG� WKHUH�DUH�



(GZLQ�%DEHL\D

DOVR�VHYHQ�UHJLVWHUHG�UHJLRQDO�EDQNV�LQ�WKH�FRXQWU\��6LPLODUO\��E\�-XO\������WKHUH�ZHUH�����
UHJLVWHUHG�EXUHDX[�GH�FKDQJH��%DQN�RI�7DQ]DQLD��Q�G���)XUWKHUPRUH��IRUHLJQ�LQYHVWPHQW�LQ�WKH�
FRXQWU\��SDUWLFXODUO\�LQ�VHFWRUV�VXFK�DV�PLQLQJ�DQG�WRXULVP�LV�H[SDQGLQJ�UDSLGO\��)RU�LQVWDQFH��
DV�SHU������VWDWLVWLFV��WKHUH�ZHUH�����UHJLVWHUHG�WRXULVP�RSHUDWRUV��,Q�DGGLWLRQ��DV�D�UHVXOW�RI�
FRUSRUDWH�JRYHUQDQFH�UHIRUPV��WKH�'DU�HV�6DODDP�6WRFN�([FKDQJH��'6(��FRQWLQXHV�WR�H[SDQG�
DQG� WKH�QXPEHU�RI� OLVWHG�FRPSDQLHV�DW�'6(�LV�FXUUHQWO\�����2WKHU�DFKLHYHPHQWV�VWHPPLQJ�
IURP�FRUSRUDWH�JRYHUQDQFH�UHIRUPV�DUH�HQXPHUDWHG�LQ�7DQ]DQLDµV�HFRQRPLF�VXUYH\�RI������
ZKLFK�VKRZV�WKDW�WKHUH�KDV�EHHQ�DQ�LQFUHDVH�RI�HFRQRPLF�SURMHFWV�LQ�DOO�VHFWRUV�RI�WKH�HFRQRP\��
7KDW� VXUYH\�� IRU� LQVWDQFH�� VKRZV� WKDW�D� WRWDO�RI�����SURMHFWV�ZHUH� UHJLVWHUHG��RI�ZKLFK�����
ZHUH�RZQHG�E\�ORFDO�LQYHVWRUV������ZHUH�RZQHG�E\�IRUHLJQ�LQYHVWRUV��ZKLOH�����ZHUH�MRLQW�
YHQWXUH� SURMHFWV�� 7KH� UHSRUW� DOVR� LQGLFDWHV� WKDW� LQ� ������PDQXIDFWXULQJ� DFWLYLWLHV� DWWUDFWHG�
PRUH�LQYHVWRUV��ZLWK�����SURMHFWV�ZRUWK�7VKV����������PLOOLRQ�DQG�HPSOR\PHQW�RSSRUWXQLWLHV�
WR��������SHRSOH��8QLWHG�5HSXEOLF�RI�7DQ]DQLD�>857@���������

7KHUH� DUH� DOVR� FRPSDQ\�VSHFL¾�F� DFKLHYHPHQWV�� )RU� LQVWDQFH�� EHIRUH� SULYDWL]DWLRQ�
7DQ]DQLD�%UHZHULHV�&RPSDQ\�/LPLWHG�IDFHG�FULWLFDO�SUREOHPV�VXFK�DV�REVROHWH�PDFKLQHU\��ORZ�
TXDOLW\�RI�SURGXFWV��GLI¾�FXOW\�LQ�REWDLQLQJ�UDZ�PDWHULDOV��MXVW�WR�PHQWLRQ�D�IHZ��+RZHYHU��DIWHU�
SULYDWL]DWLRQ��WKH�SHUIRUPDQFH�RI�WKH�FRPSDQ\�ERWK�LQ�WHUPV�RI�SURGXFWLYLW\�DQG�SUR¾�WDELOLW\�
KDV�VLJQL¾�FDQWO\�LQFUHDVHG��-RVHSK���������6RPH�RI�WKH�UHFRUGHG�DFKLHYHPHQWV�LQ�WKH�SHULRG�
EHWZHHQ������DQG������LQFOXGH��LQFUHDVH�RI�SURGXFWLRQ�FDSDFLW\�IURP�����PLOOLRQ�FUDWHV�SHU�
\HDU�LQ������WR������PLOOLRQ�LQ������DQG�FORVH�WR����PLOOLRQ�FUDWHV�LQ�������LQFUHDVH�LQ�EDUOH\�
SURGXFWLRQ�IURP������� WRQV� WR�������� WRQV�SHU�\HDU�� LPSURYHPHQW� LQ� WKH�EHHU�PDUNHW� IURP�
���SHU�FHQW�LQ������WR�PRUH�WKDQ����SHU�FHQW�LQ�������DQG��LQFUHDVH�LQ�SUR¾�W�IURP�7VK��������
PLOOLRQ�LQ������WR�7VK��������PLOOLRQ�LQ�������-RVHSK��������

2WKHU� SRVLWLYH� GHYHORSPHQW� VWHPPLQJ� IURP� FRUSRUDWH� JRYHUQDQFH� UHIRUPV� ZDV� WKH�
HVWDEOLVKPHQW�RI�D�UHJXODWRU\�IUDPHZRUN�WKDW�OHG�WR�WKH�ELUWK�RI�VWDQGDUGV�RUJDQL]DWLRQV�VXFK�
DV�(:85$��WKH�%DQN�RI�7DQ]DQLD��WKH�)DLU�&RPSHWLWLRQ�&RPPLVVLRQ��)&&���WKH�6XUIDFH�DQG�
0DULQH�7UDQVSRUWDWLRQ�5HJXODWRU\�$XWKRULW\��680$75$��DQG�7)'$�DQG�RWKHU�VSHFL¾�F�ODZV�
VXFK�DV�WKH�&RPSDQLHV�$FW�RI�������7KLV�DOVR�LQYROYHG�WKH�UHLQYLJRUDWLRQ�RI�7%6�WR�FRSH�ZLWK�
WKHVH�FKDQJHV��7KH�UDWLRQDOH�EHKLQG�WKH�UHJXODWRU\�IUDPHZRUN�LV�WR�HQVXUH�WKDW�WKH�RSHUDWLRQV�
RI�FRUSRUDWLRQV�DUH�JXLGHG�DQG�VDQFWLRQHG�E\�ODZV�VR�DV�WR�HQVXUH�WKDW��DPRQJ�RWKHU�WKLQJV��WKH�
ULJKWV�RI�DOO�FDWHJRULHV�RI�VWDNHKROGHUV�DUH�SURWHFWHG��7KH�GLVFXVVLRQ�WKDW�IROORZV��WKHUHIRUH��
UHYLHZV�WKUHH�VWDQGDUGV�RUJDQL]DWLRQV�°�(:85$��7%6�DQG�7)'$�DQG�IRFXVHV�VSHFL¾�FDOO\�RQ�
WKH�H[WHQW�WR�ZKLFK�WKH\�KDYH�VXFFHHGHG�LQ�HQVXULQJ�SURPRWLRQ�DQG�SURWHFWLRQ�RI�FRQVXPHUVµ�
ULJKWV�LQ�7DQ]DQLD�WKURXJK�VXSHUYLVLRQ�DQG�HQIRUFHPHQW�RI�TXDOLW\�VWDQGDUGV�

(QHUJ\�DQG�:DWHU�8WLOLWLHV�5HJXODWRU\�$XWKRULW\�

7DQ]DQLDµV�(QHUJ\�DQG�:DWHU�8WLOLWLHV�5HJXODWRU\�$XWKRULW\��(:85$��ZDV�HVWDEOLVKHG�LQ������
ZLWK�WKH�UHVSRQVLELOLW\�RI�WHFKQLFDOO\�DQG�HFRQRPLFDOO\�UHJXODWLQJ�WKH�HOHFWULFLW\��SHWUROHXP��
QDWXUDO�JDV�DQG�ZDWHU�VHFWRUV��,WV�GXWLHV�DQG�IXQFWLRQV�DUH�SURYLGHG�IRU�LQ�WKH�(QHUJ\�DQG�:DWHU�
8WLOLWLHV�5HJXODWRU\�$XWKRULW\�$FW�1R�����RI�������&DS������6HFWLRQ���RI�WKLV�$FW�RXWOLQHV�WKH�
PDLQ�GXWLHV�RI�WKH�$XWKRULW\�ZKLFK�LQFOXGH��SURPRWLQJ�HIIHFWLYH�FRPSHWLWLRQ�DQG�HFRQRPLF�
HI¾�FLHQF\��SURWHFWLQJ�WKH�LQWHUHVWV�RI�FRQVXPHUV��SURWHFWLQJ�WKH�¾�QDQFLDO�YLDELOLW\�RI�HI¾�FLHQW�
VXSSOLHUV�� SURPRWLQJ� WKH� DYDLODELOLW\� RI� UHJXODWHG� VHUYLFHV� WR� DOO� FRQVXPHUV� LQFOXGLQJ� ORZ�
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LQFRPH�� UXUDO� DQG� GLVDGYDQWDJHG� FRQVXPHUV�� HQKDQFLQJ� SXEOLF� NQRZOHGJH�� DZDUHQHVV� DQG�
XQGHUVWDQGLQJ�RI�WKH�UHJXODWHG�VHFWRUV�LQFOXGLQJ�WKH�ULJKWV�DQG�REOLJDWLRQV�RI�FRQVXPHUV�DQG�
UHJXODWHG�VXSSOLHUV��WKH�ZD\V�LQ�ZKLFK�FRPSODLQWV�DQG�GLVSXWHV�PD\�EH�LQLWLDWHG�DQG�UHVROYHG��
DQG��WDNLQJ�LQWR�DFFRXQW�WKH�QHHG�WR�SURWHFW�DQG�SUHVHUYH�WKH�HQYLURQPHQW��857��������

7KH�IXQFWLRQV�RI�WKH�$XWKRULW\�DUH�SURYLGHG�IRU�LQ�6HFWLRQ���RI�WKH�VDPH�$FW��DQG�WKH\�
LQFOXGH��WR�LVVXH��UHQHZ�DQG�FDQFHO�OLFHQFHV��WR�HVWDEOLVK�VWDQGDUGV�IRU�JRRGV�DQG�VHUYLFHV��WR�
HVWDEOLVK�VWDQGDUGV�IRU�WKH�WHUPV�DQG�FRQGLWLRQV�RI�VXSSO\�RI�JRRGV�DQG�VHUYLFHV��WR�UHJXODWH�
UDWHV�DQG�FKDUJHV��WR�PDNH�UXOHV��WR�PRQLWRU�WKH�SHUIRUPDQFH�RI�WKH�UHJXODWHG�VHFWRUV�LQ�UHODWLRQ�
WR�OHYHOV�RI�LQYHVWPHQW��DYDLODELOLW\��TXDQWLW\�DQG�VWDQGDUG�RI�VHUYLFHV��WKH�FRVW�RI�VHUYLFHV��WKH�
HI¾�FLHQF\�RI�SURGXFWLRQ�DQG�GLVWULEXWLRQ�RI�VHUYLFHV��DQG�LQ�WKH�FDVH�RI�SHWUROHXP�DQG�QDWXUDO�
JDV��WR�UHJXODWH�WUDQVPLVVLRQ�DQG�QDWXUDO�JDV�GLVWULEXWLRQ��2WKHU�IXQFWLRQV�RI�(:85$�LQFOXGH��
WR�IDFLOLWDWH�WKH�UHVROXWLRQ�RI�FRPSODLQWV�DQG�GLVSXWHV��WR�GLVVHPLQDWH�LQIRUPDWLRQ�DERXW�PDWWHUV�
UHOHYDQW�WR�LWV�IXQFWLRQV��DQG��WR�FRQVXOW�ZLWK�RWKHU�5HJXODWRU\�$XWKRULWLHV�

6LQFH�LWV�HVWDEOLVKPHQW��(:85$�KDV�UHDOL]HG�VRPH�DFKLHYHPHQWV�SDUWLFXODUO\�LQ�SURWHFWLQJ�
FRQVXPHUV� WKURXJK� WKH� UHJXODWLRQ�RI� IXHO�SULFHV��7KH�DXWKRULW\�KDV�EHHQ� UHJXODUO\�SXEOLVKLQJ�
LQGLFDWLYH�SULFHV� IRU� IXHO�ZKLFK�VSHFLI\�SULFH� OLPLWV�RI�SHWUROHXP�SURGXFWV��7KLV�KDV� WR�VRPH�
H[WHQW�FXUEHG�XQSUHGLFWDEOH�SULFH�LQFUHDVH�DQG�FDUWHOV�WKDW�FKDUDFWHUL]HG�WKH�IXHO�PDUNHW�SULRU�WR�
WKLV�DUUDQJHPHQW��,W�LV�ZRUWK�QRWLQJ�WKDW�EHIRUH�(:85$µV�LQWHUYHQWLRQ��WKHUH�ZHUH�RXWFULHV�IURP�
WKH�SXEOLF�RYHU�WKH�XQVWDEOH�IXHO�SULFHV�ZKLFK�VHULRXVO\�DIIHFWHG�WKH�FRQVXPHUV�LQ�WHUPV�RI�SD\LQJ�
PXFK�IRU�IXHO�EXW�DOVR�OHG�WR�UHJXODU�LQFUHDVH�RI�IDUHV�IRU�SDVVHQJHUV��7KLV�LQWHUYHQWLRQ�ZDV�WKXV�
D�WLPHO\�UHVSRQVH��ZKLFK�GLG�QRW�RQO\�KHOS�LQ�HQVXULQJ�HFRQRPLF�VWDELOLW\��EXW�DOVR�KHOSHG�LQ�
SURWHFWLQJ�WKH�ULJKWV�RI�FRQVXPHUV�DV�DGYRFDWHG�IRU�E\�WKH�VWDNHKROGHUV�WKHRU\�

+RZHYHU�� D� PHUH� SXEOLVKLQJ� RI� LQGLFDWLYH� SULFHV� VHHPV� QRW� WR� KDYH� EHHQ� HQRXJK� LQ�
DGGUHVVLQJ�WKH�TXHVWLRQ�RI�IXHO�SULFHV��7KLV� LV�EHFDXVH�ZKLOH� WKH�DXWKRULW\� LVVXHV� LQGLFDWLYH�
SULFHV�� LW�GRHV�QRW�FRQVLGHU� IXHO� VWRFNV�E\� WKH� WLPH�QHZ�SULFHV�DUH�DQQRXQFHG��$V�D� UHVXOW��
QHZ�SULFHV�DSSO\�WR�VWRFNV�WKDW�ZHUH�ERXJKW�DW�GLIIHUHQW�UDWHV��:KLOH�WKLV�SUDFWLFH�VRPHWLPHV�
DIIHFWV�IXHO�GHDOHUV��LW�KDV�D�VHULRXV�HIIHFW�RQ�WKH�JHQHUDO�SXEOLF��DQG�WKLV�LV�HVSHFLDOO\�WKH�FDVH�
ZKHQ�IXHO�SULFHV�JR�GRZQ��,W�KDV�EHHQ�D�FRPPRQ�SUDFWLFH�WKDW�ZKHQ�(:85$�DQQRXQFHV�WKH�
GHFUHDVH�RI�IXHO�SULFHV��WKH�FRXQWU\�RU�VRPH�UHJLRQV�VXIIHU�IURP�VKRUWDJH�RI�IXHO�DV�GHDOHUV�WHQG�
WR�KROG�WKHLU�VWRFNV�ZKLOH�DQWLFLSDWLQJ�SULFHV�LQFUHDVH�LQ�WKH�IRUWKFRPLQJ�LQGLFDWLYH�SULFHV�WR�
EH�LVVXHG�E\�(:85$��$V�D�UHVXOW��UHJXODU�FKDQJH�RI�LQGLFDWLYH�SULFHV�KDV�EHHQ�IDYRXULQJ�WKH�
GHDOHUV�ZKR�KDSSHQ�WR�KDYH�ODUJHU�VWRFNV�RI�IXHO�

1RWZLWKVWDQGLQJ�WKDW�SRVLWLYH�UROH�RI�FRQWUROOLQJ�IXHO�SULFHV��(:85$�UHPDLQV�JHQHUDOO\�
ZHDN�� D� VLWXDWLRQ�ZKLFK�DOVR� VXJJHVWV� WKH� OLPLWDWLRQ�RI� WKH� FRXQWU\µV� FRUSRUDWH�JRYHUQDQFH�
IUDPHZRUN�� ,WV�ZHDNQHVVHV� DUH� UH¿�HFWHG� LQ�YDULRXV� DVSHFWV� DV�GLVFXVVHG�EHORZ��2QH�RI� WKH�
DUHDV�ZKHUH�WKH�DXWKRULW\�VHHPV�QRW�WR�SHUIRUP�ZHOO�LV�WKH�KDQGOLQJ�RI�WKH�DGXOWHUDWLRQ�RI�IXHO��
)ROORZLQJ� WKH� SHUVLVWHQW� WHQGHQF\� RI� XQHWKLFDO� IXHO� GHDOHUV� WR� GLOXWH� SHWURO�ZLWK� NHURVHQH��
WKHUH�ZDV�JURZLQJ�SXEOLF�GHPDQG�IRU� LPPHGLDWH�DFWLRQ�IURP�UHVSHFWLYH�DXWKRULWLHV� WR�FXUE�
WKH�SUREOHP��7KLV� UHVXOWHG� LQ� WKH�GHFLVLRQ�E\� WKH�JRYHUQPHQW� WR� LQFUHDVH� WD[�RQ�NHURVHQH��
ZKLFK�GXH� WR� LWV� ORZ�SULFHV��ZDV�EHLQJ�XVHG� WR�GLOXWH�GLHVHO� DQG�SHWURO��$V�D� UHVXOW�RI� WKDW�
GHFLVLRQ��(:85$�VLJQL¾�FDQWO\�UDLVHG�NHURVHQH�SULFHV��EHOLHYLQJ�WKDW�WKLV�ZDV�JRLQJ�WR�VHUYH�
DV� D� GHWHUUHQW� WR� DGXOWHUDWLRQ� RI� SHWURO� DQG� GLHVHO��7KLV� GHFLVLRQ� SURYHG� GHWULPHQWDO� WR� WKH�
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PDMRULW\�RI�7DQ]DQLDQV��HVSHFLDOO\�WKRVH�OLYLQJ�LQ�UXUDO�DUHDV��ZKR�GHSHQG�ODUJHO\�RQ�NHURVHQH��
)RU�LQVWDQFH��IROORZLQJ�WKH�LQFUHDVH�RI�WD[�RQ�NHURVHQH��WKHUH�KDV�EHHQ�DQ�DEUXSW�LQFUHDVH�RI�LWV�
SULFHV�IURP�DURXQG�76KV�������WR�PRUH�WKDQ�76KV������SHU�OLWUH��$�FOHDU�SLFWXUH�RI�WKH�ULVH�RI�
IXHO�SULFHV�LV�SURYLGHG�LQ�)LJXUH���ZKLFK�VKRZV�WKDW�WKH�RQFH�KXJH�GLIIHUHQFH�LQ�SULFHV�EHWZHHQ�
NHURVHQH� DQG�SHWURO� KDV� VLJQL¾�FDQWO\� EHHQ�GHFUHDVLQJ��8VLQJ�'DU� HV�6DODDP��0ZDQ]D� DQG�
.LJRPD�DV�LOOXVWUDWLYH�FDVHV�UHVSHFWLYHO\��WKH�¾�JXUH�LQGLFDWHV�WKDW�ZKLOH�WKH�GLIIHUHQFH�LQ�SULFHV�
EHWZHHQ�NHURVHQH�DQG�SHWURO�LQ�)HEUXDU\������ZDV�DOPRVW�76KV�����LQ�WKH�WKUHH�UHJLRQV��WKH�
¾�JXUH�WKDW�ZDV�DOPRVW�WKH�VDPH�LQ�-XQH�������WKDW�GLIIHUHQFH�GHFUHDVHG�VLJQL¾�FDQWO\�WR�OHVV�
WKDQ�76KV�����LQ�-XQH�������7KDW�GLIIHUHQFH�FDPH�WR�DQ�HQG�LQ�WKH�LQGLFDWLYH�SULFHV�VWDUWLQJ�
IURP���-DQXDU\������DV��DFFRUGLQJ�WR�WKH�QHZ�LQGLFDWLYH�SULFHV�LVVXHG�E\�(:85$��WKH�SULFH�
IRU�NHURVHQH�ZDV�KLJKHU�WKDQ�WKDW�RI�GLHVHO��$V�SHU�WKRVH�SULFHV��RQH�OLWUH�RI�SHWURO�LQ�'DU�HV�
6DODDP�FRVW�76KV��������WKDW�RI�GLHVHO�ZDV�76KV�������DQG�WKDW�RI�NHURVHQH�ZDV�76KV��������
,Q�0ZDQ]D��RQH�OLWUH�RI�SHWURO�ZDV�VROG�DW�7VKV��������GLHVHO�76KV�������DQG�NHURVHQH�76KV�
�������,Q�.LJRPD��SHWURO�ZDV�VROG�DW�76KV��������GLHVHO�7VKV�������DQG�NHURVHQH�76K��������

:KLOH�WKH�SULFH�IRU�NHURVHQH�FRQWLQXHV�WR�VXUJH��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�RQO\����SHU�FHQW�
RI�7DQ]DQLDQV�KDYH�DFFHVV�WR�HOHFWULFLW\�DV��IRU�LQVWDQFH��DFFHVV�WR�HOHFWULFLW\�LQ�UXUDO�DUHDV�LV�RQO\�
RQH�SHU�FHQW��8QLWHG�5HSXEOLF�RI�7DQ]DQLD���������$OWKRXJK�UHFHQW�¾�JXUHV�VXJJHVW�DQ�LQFUHDVH�
LQ�WKH�SHUFHQWDJH�RI�SHRSOH�ZLWK�DFFHVV�WR�HOHFWULFLW\��VWLOO�OLPLWHG�DFFHVV�WR�SRZHU�LV�UHFRUGHG��
7KH�1DWLRQDO�6WUDWHJ\�IRU�*URZWK�DQG�3RYHUW\�5HGXFWLRQ�,,�VXJJHVWV�WKDW�WKH�SHUFHQWDJH�RI�UXUDO�
DFFHVV�WR�HOHFWULFLW\�E\������LV�VL[�SHU�FHQW�ZKHUHDV�WKDW�RI�XUEDQ�DUHDV�LV����SHU�FHQW��,W�LV�WKXV�
REYLRXV�WKDW�WKH�PDMRULW\�RI�7DQ]DQLDQV�VWLOO�GHSHQG�RQ�NHURVHQH�IRU�ERWK�FRRNLQJ�DQG�OLJKWLQJ��
:LWK�WKLV�SULFH�KLNH��LW�LV�REYLRXV�WKDW�WKH�PDMRULW\�RI�SHRSOH�DUH�KLJKO\�DIIHFWHG�

1RWH��,Q�HDFK�RI�WKH�WKUHH�\HDUV�LQGLFDWHG�LQ�WKH�WDEOH��WKH�WKUHH�EDUV�VKRZ�NHURVHQH�DQG�SHWURO�
SULFHV�IRU�'DU�HV�6DODDP��0ZDQ]D�DQG�.LJRPD�UHJLRQV�UHVSHFWLYHO\�

6RXUFH�&RPSLOHG�E\�WKH�DXWKRU�XVLQJ�(:85$µV�LQGLFDWLYH�SULFHV�

)LJXUH����.HURVHQH�SULFHV�YHUVXV�SHWURO�SULFHV�IURP������WR�����
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:KLOH�RUGLQDU\�FLWL]HQV�VHHP�WR�EH�WKH�YLFWLPV�RI�WKH�LQFUHDVH�RI�IXHO�SULFHV��YHU\�OLWWOH�ZDV�
KHDUG� DERXW� WKH� SHUSHWUDWRUV� RI� DGXOWHUDWLRQ�� ,W�ZDV� DV� LI� WKLV� SUDFWLFH�ZDV� GRQH� E\� JKRVWV�
ZKRVH� LGHQWLW\�DQG�ZKHUHDERXWV�FRXOG�QRW�EH�HVWDEOLVKHG��7KHUH�ZDV�QR�NHHQ�LQWHUHVW� IURP�
UHVSRQVLEOH�DXWKRULWLHV�WR�DSSUHKHQG�DQG�SURVHFXWH�WKRVH�LQYROYHG�LQ�DGXOWHUDWLRQ�DV�WKH�EHVW�
VROXWLRQ�DSSHDUHG�WR�EH�WKDW�RI�LQFUHDVLQJ�NHURVHQH�SULFHV��7KH�ZRUVW�UHDOLW\�RI�WKH�GHFLVLRQ�
WR�LQFUHDVH�NHURVHQH�SULFHV�LV�WKDW�WKHUH�KDV�QRW�EHHQ�DQ\�LQLWLDWLYH�WR�VXEVLGL]H�WKRVH�SHRSOH��
HVSHFLDOO\�LQ�UXUDO�DUHDV�ZKR��GXH�WR�WKHLU�VLWXDWLRQ�RI�GHVWLWXWLRQ��FDQQRW�DIIRUG�WKH�KLJK�SULFHV�
RI�NHURVHQH��7KLV�VLWXDWLRQ�LV�LQ�VKDUS�FRQWUDVW�WR�ZKDW�LV�DGYRFDWHG�IRU�LQ�WKH�VWDNHKROGHUVµ�
WKHRU\�ZKLFK�DGYRFDWHV�IRU�WDNLQJ�FDUH�RI�WKH�LQWHUHVWV�RI�DOO�FDWHJRULHV�RI�VWDNHKROGHUV�

7KHUH�DUH�YDULRXV�UHDVRQV�WKDW�FDQ�H[SODLQ�WKH�ZHDNQHVV�RI�(:85$��:KLOH�IDFWRUV�VXFK�
DV�OLPLWHG�¾�QDQFLDO�UHVRXUFHV��FRUUXSWLRQ�DQG�ODFN�RI�DGHTXDWH�VNLOOHG�KXPDQ�UHVRXUFHV�SDUWO\�
H[SODLQ�WKH�ZHDNQHVV�RI�WKLV�DXWKRULW\��WKH�PDLQ�UHDVRQ�IRU�(:85$µV�LQHI¾�FLHQF\�LV�WKH�IDLOXUH�
RI�H[LVWLQJ�ODZV�WR�JUDQW�¾�QDOLW\�WR�WKH�DXWKRULW\��)RU�LQVWDQFH��VHFWLRQ�������RI�(:85$�$FW�
SURYLGHV� WKDW� LQ� WKH�SHUIRUPDQFH�RI� LWV�IXQFWLRQV�� WKH�$XWKRULW\�VKDOO�QRW�DZDUG�RU�FDQFHO�D�
PDMRU�RU�H[FOXVLYH�OLFHQFH�KDYLQJ�D�WHUP�RI�¾�YH�RU�PRUH�\HDUV�ZLWKRXW�SULRU�FRQVXOWDWLRQ�ZLWK�
WKH�PLQLVWHU�DQG�WKH�UHOHYDQW�VHFWRU�PLQLVWHU��6HFWLRQ�������RI�WKH�VDPH�$FW�IXUWKHU�VWDWHV�WKDW�
WKH�PLQLVWHU�PD\��IURP�WLPH�WR�WLPH�DV�RFFDVLRQ�QHFHVVLWDWHV�LW��JLYH�WR�WKH�$XWKRULW\�GLUHFWLRQV�
RI� D� VSHFL¾�F�RU�JHQHUDO� FKDUDFWHU�RQ� VSHFL¾�F� LVVXHV��RWKHU� WKDQ� LQ� UHODWLRQ� WR� WKH�GLVFKDUJH�
RI�WKH�UHJXODWRU\�IXQFWLRQV��DULVLQJ�LQ�UHODWLRQ�WR�DQ\�VHFWRU��IRU�WKH�SXUSRVHV�RI�VHFXULQJ�WKH�
HIIHFWLYH�SHUIRUPDQFH�E\�WKH�$XWKRULW\�RI�LWV�SROLF\��IXQFWLRQV�DQG�FRPSOLDQFH�ZLWK�WKH�FRGH�
RI�FRQGXFW��/DFN�RI�¾�QDOLW\�LV�DOVR�UH¿�HFWHG�LQ�6HFWLRQ������������RI�WKH�(:85$�$FW�ZKLFK��
GHVSLWH�JUDQWLQJ�WKH�DXWKRULW\�WKH�SRZHU�WR�KROG�DQ�LQTXLU\��VWLOO�JLYHV�WKH�UHVSRQVLEOH�PLQLVWHU�
WKH�SRZHU�WR�LQ¿�XHQFH�WKH�PRGDOLW\�RI�KROGLQJ�VXFK�LQTXLU\��6HFWLRQ�������SURYLGHV�WKDW�WKH�
PLQLVWHU�PD\�VSHFLI\�D�WLPH�ZLWKLQ�ZKLFK�WKH�DXWKRULW\�VKDOO�VXEPLW�LWV�UHSRUW�RQ�WKH�LQTXLU\�
DQG�WKDW��LI�VR��WKH�DXWKRULW\�PXVW�VXEPLW�LWV�UHSRUW�WR�WKH�PLQLVWHU�ZLWKLQ�WKDW�WLPH��

7KH� LPSOLFDWLRQ�RI� WKLV�SRZHU�DUUDQJHPHQW� LV� WKDW� LW�GHSULYHV�(:85$�RI� WKH�DXWKRULW\�
DQG�DXWRQRP\�WR�GLVFKDUJH�LWV�IXQFWLRQV�ZLWKRXW�LQ¿�XHQFH�IURP�VXSHULRU�SRZHUV��&RQWUDU\�WR�
WKH�HWKRV�RI�1HZ�3XEOLF�0DQDJHPHQW��ZKLFK�DGYRFDWHV�IRU�DXWRQRP\�IRU�PDQDJHUV�VR�WKDW�WKH\�
FDQ�EH�LQQRYDWLYH��(:85$�VWDQGV�DV�DQ�DXWKRULW\�ZKRVH�SRZHUV�DUH�VXEMHFWHG�WR�KLHUDUFKLFDO�
FRQWURO�DQG�WKXV�LV�LQ�VRPH�LQVWDQFHV�QRW�DEOH�WR�LVVXH�¾�QDO�GHFLVLRQ��)RU�LQVWDQFH��WKHUH�ZHUH�
PDQ\�DSSHDOV�IURP�WKH�SXEOLF�WKDW�WKRVH�FRPSDQLHV�WKDW�ZRXOG�EH�LPSOLFDWHG�LQ�IXHO�DGXOWHUDWLRQ�
VKRXOG�KDYH� WKHLU� FRQWUDFWV� FDQFHOOHG�E\�(:85$��EXW� VXFK� FDQFHOODWLRQ�ZDV�QRW�ZLWQHVVHG��
1RQHWKHOHVV��DV�VHFWLRQ�������	�����RI�WKH�(:85$�$FW�VWDWHV��WKH�DXWKRULW\�FDQQRW�FDQFHO�DOO�
W\SHV�RI�FRQWUDFWV�ZLWKRXW�DQ�DSSURYDO�IURP�WKH�PLQLVWHU��$OO�WKHVH�SURYLVLRQV�FOHDUO\�VKRZ�WKDW�
ZKLOH�(:85$�KDV�DXWKRULW\�WR�HQIRUFH�TXDOLW\�VWDQGDUGV��LW�GRHV�QRW�KDYH�SRZHU�WR�PDNH�¾�QDO�
GHFLVLRQV�RQ�VRPH�FDWHJRULHV�RI�LVVXHV�WKDW�PLJKW�DIIHFW�FRQVXPHUVµ�ULJKWV�

7DQ]DQLD�%XUHDX�RI�6WDQGDUGV�

7KH�7DQ]DQLD�%XUHDX� RI� 6WDQGDUGV� �7%6��ZDV� HVWDEOLVKHG� XQGHU� WKH�0LQLVWU\� RI� ,QGXVWU\��
7UDGH�DQG�0DUNHWLQJ�E\�DQ�$FW�RI�3DUOLDPHQW��WKH�6WDQGDUGV�$FW�1R���RI������DV�WKH�1DWLRQDO�
6WDQGDUGV�,QVWLWXWH�DQG�EHFDPH�RSHUDWLRQDO�LQ�$SULO�������7KH�%XUHDX�ZDV�HVWDEOLVKHG�DV�SDUW�
RI�WKH�HIIRUWV�E\�WKH�JRYHUQPHQW�WR�VWUHQJWKHQ�WKH�VXSSRUWLQJ�LQVWLWXWLRQDO�LQIUDVWUXFWXUH�IRU�WKH�
LQGXVWU\�DQG�FRPPHUFLDO�VHFWRUV�RI�WKH�HFRQRP\��6SHFL¾�FDOO\��7%6�ZDV�PDQGDWHG�WR�XQGHUWDNH�
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TXDOLW\�FRQWURO�PHDVXUHV�IRU�SURGXFWV�RI�DOO�GHVFULSWLRQ�DQG�SURPRWH�VWDQGDUGL]DWLRQ�LQ�LQGXVWU\�
DQG�FRPPHUFH��7KH�1DWLRQDO�6WDQGDUGV�,QVWLWXWH�ZDV�VXEVHTXHQWO\�UHQDPHG�7DQ]DQLD�%XUHDX�
RI�6WDQGDUGV�WKURXJK�DQ�DPHQGPHQW�1R���RI������

7%6�KDV�PDQ\�IXQFWLRQV�DV�VWLSXODWHG�LQ�VHFWLRQ�������RI�WKH�6WDQGDUGV�$FW�RI�������7KHVH�
IXQFWLRQV� LQFOXGH�� WR� XQGHUWDNH�PHDVXUHV� IRU� TXDOLW\� FRQWURO� RI� FRPPRGLWLHV�� VHUYLFHV� DQG�
HQYLURQPHQW�RI�DOO�GHVFULSWLRQV�DQG�WR�SURPRWH�VWDQGDUGL]DWLRQ�LQ�LQGXVWU\�DQG�WUDGH��WR�PDNH�
DUUDQJHPHQWV�RU�SURYLGH�IDFLOLWLHV�IRU�WKH�WHVWLQJ�DQG�FDOLEUDWLRQ�RI�SUHFLVLRQ�LQVWUXPHQWV��JDXJHV�
DQG�VFLHQWL¾�F�DSSDUDWXV��IRU�WKH�GHWHUPLQDWLRQ�RI�WKHLU�GHJUHH�RI�DFFXUDF\�DQG�WUDFHDELOLW\�E\�
FRPSDULVRQ�ZLWK�VWDQGDUGV�DSSURYHG�E\�WKH�PLQLVWHU�RQ�WKH�UHFRPPHQGDWLRQ�RI�WKH�%RDUG��DQG�
IRU�WKH�LVVXDQFH�RI�FHUWL¾�FDWHV�LQ�UHJDUG�WR�WKHP��857��������

2WKHU� IXQFWLRQV� RI� 7%6� DUH�� WR� PDNH� DUUDQJHPHQWV� RU� SURYLGH� IDFLOLWLHV� IRU� WKH�
H[DPLQDWLRQ�DQG�WHVWLQJ�RI�FRPPRGLWLHV�DQG�DQ\�PDWHULDO�RU�VXEVWDQFH�IURP�RU�ZLWK�ZKLFK��
DQG�WKH�PDQQHU�LQ�ZKLFK��WKH\�PD\�EH�PDQXIDFWXUHG��SURGXFHG��SURFHVVHG�RU�WUHDWHG��DSSURYH��
UHJLVWHU�DQG�FRQWURO�WKH�XVH�RI�VWDQGDUG�PDUNV��WR�JUDQW��UHQHZ��VXVSHQG��YDU\�RU�FDQFHO�DQ\�
OLFHQVH�LVVXHG�IRU�WKH�XVH�RI�DQ\�VWDQGDUGV�PDUN��WR�DVVLVW�LQGXVWULHV�LQ�VHWWLQJ�XS�DQG�HQIRUFLQJ�
TXDOLW\� DVVXUDQFH� DQG� HQYLURQPHQWDO� PDQDJHPHQW� V\VWHPV� SURFHGXUHV�� WR� SUHSDUH�� IUDPH��
PRGLI\�RU�DPHQG�1DWLRQDO�6WDQGDUGV��HQFRXUDJH�RU�XQGHUWDNH�HGXFDWLRQDO�ZRUN�LQ�FRQQHFWLRQ�
ZLWK� VWDQGDUGL]DWLRQ� TXDOLW\� DVVXUDQFH�� PHWURORJ\�� WHVWLQJ� DQG� HQYLURQPHQW�� WR� DVVLVW� WKH�
JRYHUQPHQW�RU�DQ\�RWKHU�SHUVRQ�LQ�WKH�SUHSDUDWLRQ�DQG�IUDPLQJ�RI�VWDQGDUGV��WR�FR�RSHUDWH�ZLWK�
RWKHU�JRYHUQPHQW�DJHQFLHV��UHSUHVHQWDWLYHV�RI�DQ\�LQGXVWU\�RU�DQ\�RWKHU�VWDWXWRU\�FRUSRUDWLRQ�
RU� SHUVRQ�ZLWK� D� YLHZ� WR� VHFXULQJ� WKH� DGRSWLRQ� DQG� SUDFWLFDO� DSSOLFDWLRQ� RI� VWDQGDUGV� DQG�
WR� SURYLGH� IRU� WKH� LQVSHFWLRQ�� VDPSOLQJ� DQG� WHVWLQJ� RI� ORFDOO\�PDQXIDFWXUHG� DQG� LPSRUWHG�
FRPPRGLWLHV�ZLWK�D�YLHZ�WR�GHWHUPLQLQJ�ZKHWKHU�WKH�FRPPRGLWLHV�FRPSO\�ZLWK�WKH�SURYLVLRQV�
RI�WKH�VWDQGDUGV�$FW�RU�DQ\�RWKHU�ODZ�GHDOLQJ�ZLWK�VWDQGDUGV�UHOHYDQW�WR�WKRVH�FRPPRGLWLHV�

7%6�LV�DOVR�PDQGDWHG�WR�DFW�DV�WKH�FXVWRGLDQ�RI�WKH�1DWLRQDO�0HDVXUHPHQW�6WDQGDUGV�RI�
:HLJKWV�DQG�0HDVXUHV�DQG��IURP�WLPH�WR�WLPH��DGMXVW��UHSODFH�RU�FDQFHO�DQ\�VWDQGDUGV�ZKHUH�WKH�
DGMXVWPHQW��UHSODFHPHQW�RU�FDQFHOODWLRQ�LV�QHFHVVDU\�IRU�WKH�PDLQWHQDQFH�RI�FRQIRUPLW\�WR�WKH�
LQWHUQDWLRQDO�VWDQGDUGV��2WKHU�IXQFWLRQV�RI�WKH�%XUHDX�DUH��WR�FROOHFW��SXEOLVK�DQG�GLVVHPLQDWH�
OLWHUDWXUH� DQG� RWKHU�PDWHULDOV� RQ� VWDQGDUGL]DWLRQ� DQG� RWKHU� UHODWHG� VXEMHFWV� DQG� WR� SURYLGH�
IDFLOLWLHV�IRU�WKH�PHPEHUV�RI�WKH�SXEOLF�WR�KDYH�DFFHVV�WR�WKH�PDWHULDOV��WR�FDUU\�RXW��SURPRWH�
RU�DVVLVW�LQ�UHVHDUFK�RU�VWDQGDUGL]DWLRQ�DQG�UHODWHG�VXEMHFWV��WR�FR�RSHUDWH�ZLWK�UHJLRQDO�DQG�
LQWHUQDWLRQDO�RUJDQL]DWLRQV�LQ�DOO�PDWWHUV�UHODWHG�WR�VWDQGDUGL]DWLRQ�DQG�TXDOLW\�DVVXUDQFH�DQG�
UHSUHVHQW�WKH�FRXQWU\�LQ�VXFK�PDWWHUV��DQG��ODVWO\��WR�SXEOLVK�IURP�WLPH�WR�WLPH�XSGDWHG�YHUVLRQV�
RI�WKH�1DWLRQDO�6WDQGDUGV�IRU�WKH�TXDQWLWLHV�DQG�XQLWV�RI�PHDVXUHPHQW�WR�EH�XVHG��ZKLFK�VKDOO�
EH�LQ�FRQIRUPLW\�ZLWK�WKH�ODWHVW�YHUVLRQ�RI�WKH�,QWHUQDWLRQDO�6\VWHP�RI�8QLWV�

$Q�DSSUDLVDO�RI�7%6�LQ�VXSHUYLVLQJ�WKH�HQIRUFHPHQW�RI�VWDQGDUGV�VKRZV�WKDW�WKH�%XUHDX�KDV�
VKRZQ�VWUHQJWKV�LQ�VRPH�DUHDV��2QH�RI�WKRVH�VWUHQJWKV�LV�WKDW�LW�LVVXHV�TXDOLW\�FHUWL¾�FDWHV�WR�SURGXFWV�
PDQXIDFWXUHUV��0RVW�RI�ORFDO�PDQXIDFWXUHUV�KDYH�EHHQ�XVLQJ�WKH�%XUHDXVµ�PDUN��7%6��WR�SURYH�WR�
WKH�FXVWRPHUV�WKDW�WKH�SURGXFWV�WKH\�PDQXIDFWXUH�DUH�LQ�DFFRUGDQFH�ZLWK�WKH�SUHVFULEHG�VWDQGDUGV�E\�
WKH�%XUHDX��,Q�RWKHU�LQVWDQFHV��7%6�KDV�EHHQ�FRQGXFWLQJ�LQVSHFWLRQV��WKRXJK�QRW�FRPSUHKHQVLYH��
WR�UHWDLOHUV��VXSSOLHUV�DQG�PDQXIDFWXUHUV�RI�YDULRXV�FDWHJRULHV�RI�SURGXFWV��)RU�LQVWDQFH��RQ�)ULGD\��
���)HEUXDU\�������WKH�)DLU�&RPSHWLWLRQ�&RPPLVVLRQ��)&&���WKH�7DQ]DQLD�%XUHDX�RI�6WDQGDUGV�



7KH�8JDQGDQ�-RXUQDO�2I�0DQDJHPHQW�$QG�3XEOLF�3ROLF\�6WXGLHV

�7%6��DQG�WKH�3ROLFH�)RUFH��FRQGXFWHG�DQ�LQYHVWLJDWLRQ�LQ�URR¾�QJ�VKHHW�IDFWRULHV�LQ�'DU�HV�6DODDP�
IROORZLQJ�JURZLQJ�FRPSODLQWV�IURP�FRQVXPHUV�RYHU�WKH�TXHVWLRQDEOH�TXDOLW\�RI�JRRGV�SURGXFHG�
E\�VRPH�IDFWRULHV��'XULQJ�WKLV�H[HUFLVH��WKH�LQVSHFWLRQ�WHDP�REVHUYHG�QRQ�FRQIRUPLW\�WR�SURGXFW�
TXDOLW\�VWDQGDUGV�DW�'UDJRQ�5RR¾�QJ�6KHHWV�)DFWRU\�DQG�WKXV�IDFWRU\�RZQHUV�ZHUH�RUGHUHG�WR�PHHW�
DOO�TXDOLW\�VWDQGDUGV�EHIRUH�UHVXPLQJ�SURGXFWLRQ��)&&���������7KH�REVHUYHG�ZHDNQHVVHV�GXULQJ�
WKDW�LQVSHFWLRQ�LQFOXGHG��SURGXFLQJ�JRRGV�ZLWKRXW�SURGXFW�LQIRUPDWLRQ�VXFK�DV�D�EDWFK�QXPEHU��
DQWL�FRUURVLRQ�UXVW�FRDWLQJ�PDWHULDO�XVHG��DQG��DVFULSWLRQ� WR� WKH�PDQXIDFWXUHU�VXFK�DV�D� ORJR�RU�
PDQXIDFWXUHUµV�LGHQWLW\��$OVR��LW�ZDV�REVHUYHG�WKDW�WKH�IDFWRU\�ZDV�VHOOLQJ�SURGXFWV�ZLWKRXW�DQ\�
TXDOLW\� DVVXUDQFH� FHUWL¾�FDWLRQ� IURP�7%6� �)&&���������7KLV�ZDV� D�SRVLWLYH� LQWHUYHQWLRQ�ZKLFK�
SRUWUD\HG�WKH�EXUHDXµV�UHDGLQHVV�WR�HQVXUH�WKDW�WKH�ULJKWV�RI�VWDNHKROGHUV��FRQVXPHUV��DUH�SURWHFWHG��
/LNHZLVH�� LW� DW� OHDVW� VKRZHG� WKH� IXQFWLRQLQJ� RI� WKH� FRXQWU\µV� FRUSRUDWH� JRYHUQDQFH� UHJXODWRU\�
IUDPHZRUN��HVSHFLDOO\�RQ�WKH�DVSHFW�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�EXUHDX�DQG�)&&�RQ�RQH�KDQG��
DQG�WKH�FRQVXPHUV�RI�IDFWRU\�JRRGV�RQ�WKH�RWKHU��7KDW�UHODWLRQVKLS�LV�GHSLFWHG�E\�WKH�IDFW�WKDW�WKH�
FRQGXFWHG�LQVSHFWLRQ�ZDV�D�UHVSRQVH�WR�SHRSOHVµ�RXWFU\�RYHU�SURGXFWLRQ�RI�VXEVWDQGDUG�JRRGV��7KH�
RWKHU�SRVLWLYH�LQGLFDWRU�RI�WKH�IXQFWLRQLQJ�RI�7%6��VWHPPLQJ�IURP�WKLV�LQVSHFWLRQ�LV�WKH�DELOLW\�RI�
WKH�EXUHDX�DQG�)&&�WR�LPSRVH�VDQFWLRQ�RQ�WKH�SURGXFHU�DQG�WKH�RUGHU�IRU�FRQIRUPLW\�WR�VWDQGDUG�
UHTXLUHPHQWV��7KLV�LV�LQ�VKDUS�FRQWUDVW�ZLWK�WKH�ZD\�(:85$�KDV�EHHQ�KDQGOLQJ�WKH�FRQWURO�RI�IXHO�
SULFHV�DQG�IXHO�DGXOWHUDWLRQ�DV�ZH�HDUOLHU�LQGLFDWHG�

1HYHUWKHOHVV��WKH�VWUHQJWKV�RI�WKH�%XUHDX�GR�QRW�RXWZHLJK�LWV�ZHDNQHVVHV�ZKLFK�VHHP�WR�
DIIHFW�LWV�DELOLW\�WR�HIIHFWLYHO\�PRQLWRU�DQG�FRQWURO�WKH�HQIRUFHPHQW�RI�VWDQGDUGV��)RU�LQVWDQFH��
7%6�GRHV�QRW�KDYH�WKH�SRZHU�WR�FRPSHO�DOO�SURGXFHUV�WR�REWDLQ�TXDOLW\�FHUWL¾�FDWHV�EHIRUH�WKH\�
VWDUW�UHQGHULQJ�WKHLU�VHUYLFHV��7KLV�ZHDNQHVV�LV�SURYLGLQJ�D�OHHZD\�IRU�PDQXIDFWXUHUV�WR�RSW�QRW�
WR�VXEPLW�WKHLU�SURGXFW�VDPSOHV�WR�7%6�HVSHFLDOO\�IRU�JRRGV�PDQXIDFWXUHG�RXWVLGH�WKH�FRXQWU\��
0WXL��������DUJXHV�WKDW�7%6�LVVXHV�LWV�TXDOLW\�PDUN�RQ�RQO\�FHUWDLQ�FDWHJRULHV�RI�SURGXFWV�WKDW�
DUH�ZLWKLQ�LWV�PDQGDWH��7KHVH�DUH�SURGXFWV� WKDW�DUH�ORFDOO\�PDGH�DQG�WKH�LPSRUWHG�RQHV�IRU�
ZKLFK�7%6�KDV�VWDQGDUGV�DQG�WKHLU�PDQXIDFWXUHUV�KDYH�DSSOLHG�IRU�D�7%6�PDUN��0WXL��������
DOVR� H[SODLQV� WKDW� WKRVH� SURGXFWV� IRU�ZKLFK�7%6� GRHV� QRW� KDYH� VWDQGDUGV� DUH� WHVWHG� XVLQJ�
D� SURGXFW� FHUWL¾�FDWLRQ� VFKHPH�ZKLFK� XVHV� IRUHLJQ� VWDQGDUGV��$FFRUGLQJ� WR�0WXL� �������� D�
EDWFK�FHUWL¾�FDWLRQ�VFKHPH�XVHG�IRU�LPSRUWHG�SURGXFWV�WKDW�GR�QRW�EHDU�D�7%6�PDUN�KDV�SURYHQ�
LQHIIHFWLYH�EHFDXVH�WKHUH�DUH�YDULRXV�W\SHV�RI�VXEVWDQGDUG�LPSRUWHG�SURGXFWV�WKDW�JHW�LQWR�WKH�
PDUNHW� DV� D� UHVXOW� RI� D� SRRU� VWDQGDUGV� YHUL¾�FDWLRQ� V\VWHP��7KLV� LQHIIHFWLYH� FRQWURO� V\VWHP�
FRPSRXQGV�VPXJJOLQJ�RI�FRXQWHUIHLW�JRRGV�HVSHFLDOO\�IURP�&KLQD��)RU�LQVWDQFH��LQ������PRUH�
WKDQ�����FRQWDLQHUV�SDFNHG�ZLWK�FRXQWHUIHLW�SURGXFWV�ZHUH�FDXJKW�

7KH�DERYH�ZHDNQHVV�UHGXFHV�WKH�%XUHDXVµ�VWDWXV�WR�D�PHUH�RUJDQ�ZKRVH�PDLQ�UHVSRQVLELOLW\�
LV� WR� LVVXH� FHUWL¾�FDWHV� DQG�QRW� WR�PRQLWRU� WKH�TXDOLW\�RI� SURGXFWV�� ,Q� D� VRFLHW\� WKDW� LV� YHU\�
VHQVLWLYH�WR�FRQVXPHUVµ�ZHOIDUH��JHWWLQJ�D�VWDQGDUGV�FHUWL¾�FDWH�LV�DQ�REOLJDWLRQ��QRW�DQ�RSWLRQ��
7KXV��JLYLQJ�ODWLWXGH�WR�PDQXIDFWXUHUV�WR�GHFLGH�ZKHWKHU�WR�JHW�D�7%6�PDUN�RU�QRW�LPSOLHV�ODFN�
RI�VHQVLWLYLW\�DERXW�FRQVXPHUVµ�ZHOOEHLQJ��2QH�RI�WKH�FRQVHTXHQFHV�RI�JUDQWLQJ�PDQXIDFWXUHV�
WKH�SRZHU�WR�GHFLGH�RQ�WKH�XVH�RI�D�7%6�PDUN�LV�WKDW�WKH�%XUHDX�LV�IRUFHG�WR�LQFXU�H[SHQVHV�
WR�SD\�IRU�PHGLD�DGYHUWV�WKDW�DUH�PHDQW�WR�HQWLFH�DQG�HQFRXUDJH�PDQXIDFWXUHUV�WR�VXEPLW�WKH�
VDPSOHV�RI�WKHLU�SURGXFWV�WR�WKH�%XUHDX�IRU�YHUL¾�FDWLRQ��,Q�DQ�HIIHFWLYH�FRUSRUDWH�JRYHUQDQFH�
IUDPHZRUN��WKHUH�RXJKW�WR�KDYH�EHHQ�D�ODZ�UHTXLULQJ�DOO�PDQXIDFWXUHUV�WR�VXEPLW�VDPSOHV�RI�
WKHLU�SURGXFWV�SULRU�WR�SXWWLQJ�WKHP�LQ�WKH�PDUNHW�RU�EHJLQQLQJ�EXON�SURGXFWLRQ�
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$QRWKHU�ZHDNQHVV�RI�WKH�%XUHDX�LV�WKDW�LW�GRHV�QRW�KDYH�DQ�HIIHFWLYH�PRQLWRULQJ�PHFKDQLVP�
WKDW�FDQ�HQVXUH�WKDW�WKH�VDPSOHV�VXEPLWWHG�WR�7%6�IRU�YHUL¾�FDWLRQ�DUH�WKH�VDPH�RQHV�WKDW�DUH�VXSSOLHG�
WR�WKH�PDUNHW��$V�D�UHVXOW��WKHUH�KDYH�EHHQ�SXEOLF�RXWFULHV�WKDW�VRPH�RI�WKH�SURGXFWV�VXFK�DV�ERWWOHG�
GULQNLQJ�ZDWHU�WKDW�EHDU�D�7%6�PDUN�DUH�VXEVWDQGDUG��7KH�LPSOLFDWLRQ�RI�WKLV�FRQFHUQ�LV�WKDW�VRPH�
XQHWKLFDO�PDQXIDFWXUHUV�DUH�XVLQJ�7%6�PDUN�WR�JLYH�FRYHU�WR�WKHLU�VXEVWDQGDUG�JRRGV��

7KH�IDLOXUH�RI�WKH�%XUHDX�WR�HIIHFWLYHO\�SHUIRUP�LWV�SUHVFULEHG�IXQFWLRQV�LV�DWWULEXWHG�WR�
YDULRXV�IDFWRUV��2QH�RI�WKRVH�IDFWRUV�LV�ODFN�RI�DGHTXDWH�VNLOOHG�KXPDQ�UHVRXUFHV�WR�XQGHUWDNH�
UHJXODU�QDWLRQZLGH� LQVSHFWLRQV��$V�SRLQWHG�RXW�HDUOLHU� LQ� WKLV�HVVD\��RQH�RI� WKH�IXQFWLRQV�RI�
WKH�%XUHDX� LV� WR�XQGHUWDNH� LQVSHFWLRQV�DV�VWLSXODWHG� LQ�6HFWLRQ��������RI� WKH�6WDQGDUGV�$FW�
ZKLFK�SURYLGHV� WKDW� LQVSHFWRUV�PD\�DW�DOO� UHDVRQDEOH� WLPHV�HQWHU�DQ\�SUHPLVHV�ZKHUH� WKHUH�
DUH� VXVSLFLRXV� FRPPRGLWLHV�� WDNH� VDPSOHV� RI� VXFK� FRPPRGLW\�� PDWHULDO� RU� REMHFW�� LQVSHFW�
WKH�PDQXIDFWXULQJ�SURFHVV��DQG�UHTXLUH�DQ\�LQIRUPDWLRQ�IURP�WKH�LQVSHFWHG�SHUVRQ��7KLV�LV��
KRZHYHU��GLI¾�FXOW�WR�FDUU\�RXW�GXH�WR�ODFN�RI�KXPDQ�UHVRXUFHV��)RU�LQVWDQFH��FRQWUDU\�WR�WKH�
SURYLVLRQV�RI�WKH�6WDQGDUGV�$FW�RI������ZKLFK�SURYLGHV�WKDW�LQVSHFWRUV�DUH�VXSSRVHG�WR�YLVLW�
PDQXIDFWXUHUV�IRU�LQVSHFWLRQ�DW�OHDVW�WZLFH�D�\HDU��7%6�LQVSHFWRUV�ZHUH�LQ������FRQGXFWLQJ�
IHZ�LQVSHFWLRQV��7KH�%XUHDX�ZDV�YLVLWLQJ�XSFRXQWU\�SURGXFHUV�RQO\�RQFH�D�\HDU�ZKLOH�WKRVH�LQ�
'DU�HV�6DODDP�ZHUH�YLVLWHG�WZLFH�D�\HDU�GXH�WR�WKH�OLPLWHG�QXPEHU�RI�LQVSHFWRUV��0WXL���������
)RU�LQVWDQFH��E\������WKH�%XUHDX�KDG����LQVSHFWRUV�ZLWK�WKH�UHVSRQVLELOLW\�RI�LQVSHFWLQJ�DOO�
PDQXIDFWXULQJ�FRPSDQLHV�DQG�LPSRUWHUV�LQ�WKH�ZKROH�FRXQWU\��0WXL���������7KH�VLWXDWLRQ�KDV�
QRW�FKDQJHG�VLQFH�DQG�WKH�%XUHDX�FRQWLQXHV�WR�IDFH�WKH�VDPH�SUREOHP�

'XH�WR�IHZ�KXPDQ�UHVRXUFHV��7%6�KDV�QR�XSFRXQWU\�EUDQFKHV�DQG�RQO\�RSHUDWHV�IURP�
'DU�HV�6DODDP�DV�UH¿�HFWHG�LQ�WKH�%XUHDXµV�RUJDQL]DWLRQDO�VWUXFWXUH�WKDW�RQO\�LQFOXGHV�XQLWV��
GLUHFWRUDWHV� DQG� VHFWLRQV�ZLWKRXW� DQ\� ]RQDO� RU� UHJLRQDO� EUDQFK� RI¾�FHV��(:85$�DOVR� GRHV�
QRW�KDYH�UHJLRQDO�RU�]RQDO�RI¾�FHV�LQ�LWV�RUJDQL]DWLRQDO�VWUXFWXUH��7KH�VWUXFWXUH�RQO\�FRQWDLQV�
WKH�ERDUG�RI�GLUHFWRUV�DW�WKH�WRS��IROORZHG�E\�WKH�GLUHFWRU�JHQHUDO��SURFXUHPHQW�PDQDJHPHQW�
GHSDUWPHQW�� FRPPXQLFDWLRQV� DQG� SXEOLF� UHODWLRQV� DQG� VHYHQ� GLIIHUHQW� GLYLVLRQV�� ,W� LV� RQO\�
7)'$�ZKRVH�RUJDQL]DWLRQDO�VWUXFWXUH�LV�FRPSRVHG�RI�IRXU�GLUHFWRUDWHV�DQG�¾�YH�]RQDO�RI¾�FHV�

/LNH� (:85$�� 7%6� DOVR� VXIIHUV� IURP� OLPLWHG� DXWRQRP\�� $SDUW� IURP� KDYLQJ� PDQ\�
IXQFWLRQV��WKH�%XUHDX�LV�GHSULYHG�RI�LWV�SUHVFULEHG�DXWRQRP\��)RU�LQVWDQFH��6HFWLRQ����RI�WKH�
6WDQGDUGV�$FW�SURYLGHV�WKDW�WKH�0LQLVWHU�PD\�JLYH�WKH�%RDUG�GLUHFWLRQV�RI�D�JHQHUDO�RU�VSHFL¾�F�
QDWXUH� DQG� WKDW� WKH�%RDUG� VKDOO� JLYH� HIIHFW� WR� HYHU\� GLUHFWLRQ� JLYHQ��7KH�ZHDNQHVV� RI� WKLV�
SURYLVLRQ� LV� WKDW� LW� LV� WRR� JHQHUDO� DQG� WDNHV� IRU� JUDQWHG� WKDW� HYHU\� GLUHFWLRQ� LVVXHG� E\� WKH�
PLQLVWHU�LV�LQ�SXEOLF�LQWHUHVW��*LYHQ�WKH�SHUVLVWHQW�DQG�UDPSDQW�FRUUXSWLRQ�LQ�$IULFD�ZKLFK�LQ�
FHUWDLQ�LQVWDQFHV�LQYROYHV�JRYHUQLQJ�SROLWLFDO�HOLWHV��WKHUH�LV�D�SRVVLELOLW\�WKDW�WKH�0LQLVWHU�PD\�
XVH�WKLV�SURYLVLRQ�WR�IXUWKHU�KLV�KHU�VHO¾�VK�QHHGV�

/DFN�RI�DXWRQRP\�LV�DOVR�UH¿�HFWHG�LQ�WKH�OLPLWHG�SRZHU�IRU�WKH�%XUHDX�WR�GHWHUPLQH�WKH�
SHQDOWLHV�WR�EH�LPSRVHG�RQ�FXOSULWV�DV�SURYLGHG�IRU�E\�WKH������6WDQGDUGV�$FW��6HFWLRQ����
����RI�WKLV�$FW�SURYLGHV�WKDW�ZKHUH�D�SHUVRQ�FRQWUDYHQHV�DQ\�RI�WKH�SURYLVLRQV�RI�WKH�$FW�IRU�
ZKLFK�QR�VSHFL¾�F�SHQDOW\�LV�SURYLGHG��FRPPLWV�DQ�RIIHQFH�DQG�RQ�FRQYLFWLRQ��VKDOO�EH�OLDEOH�WR�
LPSULVRQPHQW�IRU�D�WHUP�QRW�OHVV�WKDQ�WZR�\HDUV�RU�WR�D�¾�QH�QRW�OHVV�WKDQ�¾�IW\�PLOOLRQ�VKLOOLQJV�
DQG�QRW�H[FHHGLQJ�RQH�KXQGUHG�PLOOLRQ�VKLOOLQJV�RU�WR�ERWK��6HFWLRQ��������IXUWKHU�SURYLGHV�
WKDW�RQ�D�VHFRQG�RU�VXEVHTXHQW�FRQYLFWLRQ�RI�DQ\�SHUVRQ�IRU�DQ�RIIHQFH�FRPPLWWHG�XQGHU�WKH�
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6WDQGDUGV�$FW�� WKDW�SHUVRQ� VKDOO�EH� OLDEOH� WR� LPSULVRQPHQW� IRUD� WHUP�RI�QRW� OHVV� WKDQ� WKUHH�
\HDUV�RU�WR�D�¾�QH�RI�QRW�OHVV�WKDQ�¾�IW\�PLOOLRQ�VKLOOLQJV�DQG�QRW�H[FHHGLQJ�RQH�KXQGUHG�PLOOLRQ�
VKLOOLQJV�RU�WR�ERWK�

7KH� SHQDOWLHV� VWLSXODWHG� DERYH� DUH� VRPHWLPHV� QRW� HQRXJK� DQG�PLJKW� LQVWHDG� DFW� DV� D�
FDWDO\VW�WR�XQHWKLFDO�EHKDYLRXU�ZKLFK�PLJKW�KDYH�DGYHUVH�HIIHFWV�RQ�FRQVXPHUV��$V�PRVW�RI�
LOOHJDO�EXVLQHVVHV��VXFK�DV�LPSRUWLQJ�DQG�VHOOLQJ�FRXQWHUIHLW�JRRGV�DUH�OXFUDWLYH�DQG�LQYROYH�
ELOOLRQV�RI�PRQH\��LPSRVLQJ�D�SHQDOW\�RI�¾�IW\�RU�RQH�KXQGUHG�PLOOLRQ�7DQ]DQLDQ�VKLOOLQJV�LV�
YHU\� ORZ�FRPSDUHG� WR� WKH�SUR¾�W� WKH�GHDOHUV�JHW� IURP� WKLV�EXVLQHVV��)RU� LQVWDQFH�� LQ�D� MRLQW�
RSHUDWLRQ�DJDLQVW�FRXQWHUIHLW�JRRGV�WKDW�ZDV�FDUULHG�RXW�LQ�FROODERUDWLRQ�EHWZHHQ�7%6�DQG�)DLU�
&RPPLVVLRQ�&RPSHWLWLRQ�EHWZHHQ�-XO\������DQG�'HFHPEHU�������D�WRWDO�RI�����FRQWDLQHUV�
SDFNHG�ZLWK�FRXQWHUIHLW�SURGXFWV�ZRUWK�7VKV�������������ZHUH� VHL]HG� �)&&���������7KHVH�
¾�JXUHV�VKRZ�D�KXJH�GLIIHUHQFH�EHWZHHQ�WKH�SURSRVHG�SHQDOWLHV�DQG�WKH�YDOXH�RI�VXEVWDQGDUG�
JRRGV��,W�LV�WKHUHIRUH�REYLRXV�WKDW�GHDOHUV�LQ�WKHVH�JRRGV�FDQ�HDVLO\�SD\�¾�QHV�ZKHQHYHU�FDXJKW�
ZLWKRXW�QHFHVVDULO\�HURGLQJ�WKHLU�FDSLWDO��7KH�%XUHDX�VKRXOG�KDYH�EHHQ�JLYHQ�PRUH�SRZHU�WR�
VXJJHVW�DSSURSULDWH�SHQDOWLHV��WR�EH�HQDFWHG�LQWR�ODZ��GHSHQGLQJ�RQ�WKH�QDWXUH�RI�WKH�FDVHV��
WRJHWKHU�ZLWK�DQ�XQGHUVWDQGLQJ�WKDW�LPSRVLQJ�KDUVK�SHQDOWLHV�PLJKW�DW�OHDVW�VHQG�D�ZDUQLQJ�
VLJQDO�DQG�VHUYH�DV�D�SUHFHGHQW�WR�RWKHU�GHDOHUV�LQ�WKDW�EXVLQHVV��/DFN�RI�WKLV�ODWLWXGH�SXWV�WKH�
ULJKWV�RI�FRQVXPHUV�DW�D�JUHDW�ULVN�DV�WUDGH�LQ�VXEVWDQGDUG�JRRGV�UHPDLQV�XQFRQWUROOHG��,Q�WKH�
SRZHU�DXWKRULW\�D[LV��LW�FDQ�EH�HVWDEOLVKHG�WKDW�WKH�EXUHDX�KDV�QR�DGHTXDWH�SRZHU�WR�SXUVXH�
LOOLFLW�WUDGH�LQ�VWDQGDUG�JRRGV�

7DQ]DQLD�)RRGV�DQG�'UXJV�$XWKRULW\��7)'$�

$FFRUGLQJ�WR�6HFWLRQ�������RI�WKH�7DQ]DQLD�)RRG��'UXJV�DQG�&RVPHWLFV�$FW�RI�������7)'$�
LV� WKH�UHJXODWRU\�ERG\�IRU� WKH�SURGXFWV� UHJXODWHG�XQGHU� WKH�7)'$�$FW��7KH�PDLQ�IXQFWLRQV�
RI�WKH�$XWKRULW\�LQFOXGH��WR�UHJXODWH�DOO�PDWWHUV�UHODWLQJ�WR�TXDOLW\�DQG�VDIHW\�RI�IRRG��GUXJV��
KHUEDO�GUXJV��PHGLFDO�GHYLFHV��SRLVRQV�DQG�FRVPHWLFV��WR�UHJXODWH�LQ�DFFRUGDQFH�ZLWK�WKLV�$FW��
WKH�LPSRUWDWLRQ��PDQXIDFWXULQJ��ODEHOOLQJ��PDUNLQJ�RU�LGHQWL¾�FDWLRQ��VWRUDJHV�SURPRWLRQ��VHOO�
DQG�GLVWULEXWLRQ�RI�IRRG��GUXJV��FRVPHWLFV��KHUEDO�GUXJV�DQG�PHGLFDO�GHYLFHV�RU�DQ\�PDWHULDOV�
RU� VXEVWDQFHV� XVHG� LQ� WKH�PDQXIDFWXUH� RI� SURGXFW�� WR� HQVXUH� WKDW� HYLGHQFH� RI� H[LVWLQJ� DQG�
QHZ�DGYHUVH�HYHQWV��LQWHUDFWLRQV�DQG�LQIRUPDWLRQ�DERXW�SKDUPDFR�YLJLODQFH�RI�SURGXFWV�EHLQJ�
PRQLWRUHG�JOREDOO\��DUH�DQDO\]HG�DQG�DFWHG�XSRQ��DQG�WR�HQVXUH�WKDW�FOLQLFDO�WULDOV�RQ�GUXJV��
PHGLFDO�GHYLFHV�DQG�KHUEDO�GUXJV�DUH�EHLQJ�FRQGXFWHG�LQ�DFFRUGDQFH�ZLWK�SUHVFULEHG�VWDQGDUGV�
�857��������

2WKHU�IXQFWLRQV�RI�WKH�$XWKRULW\�DV�SURYLGHG�IRU�LQ�6HFWLRQ�������RI�WKH�7)'$�$FW�LQFOXGH��
WR�IRVWHU�FR�RSHUDWLRQ�EHWZHHQ�WKH�$XWKRULW\�DQG�RWKHU�LQVWLWXWLRQV�RU�RUJDQL]DWLRQV�DQG�RWKHU�
VWDNHKROGHUV��WR�DSSURYH�DQG�UHJLVWHU�SURGXFWV�UHJXODWHG�XQGHU�WKH�7)'$�$FW��PDQXIDFWXUHG�
ZLWKLQ�RU�LPSRUWHG�LQWR��DQG�LQWHQGHG�IRU�XVH�LQ�WKH�8QLWHG�5HSXEOLF�� WR�H[DPLQH��WR�JUDQW��
LVVXH�� VXVSHQG�� FDQFHO� DQG� UHYRNH� FHUWL¾�FDWHV� DQG� OLFHQFHV� RU� SHUPLWV� LVVXHG�� WR� DSSRLQW�
LQVSHFWRUV�DQG�RUGHU� LQVSHFWLRQ�RI�DQ\�SUHPLVHV�� WR�SURPRWH� UDWLRQDO�XVH�RI�GUXJV��PHGLFDO�
GHYLFHV� DQG� KHUEDO� GUXJ�� WR� HVWDEOLVK� DQG� PDLQWDLQ� WKH� 7DQ]DQLD� 1DWLRQDO� )RUPXODU\� DQG�
7DQ]DQLD�3KDUPDFRSRHLD��DQG��WR�SURYLGH�WKH�SXEOLF�ZLWK�XQELDVHG�LQIRUPDWLRQ�RQ�SURGXFWV�
UHJXODWHG�XQGHU�WKLV�$FW�
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6HFWLRQ�������RI�7)'$�$FW�IXUWKHU�SURYLGHV�WKDW�RWKHU�GXWLHV�RI�WKH�$XWKRULW\�LQFOXGH��WR�
SUHVFULEH�VWDQGDUGV�RI�TXDOLW\�LQ�UHVSHFW�RI�SURGXFWV�UHJXODWHG�XQGHU�WKH�$FW��PDQXIDFWXUHG�
RU� LQWHQGHG� WR�EH�PDQXIDFWXUHG�RU� LPSRUWHG� LQWR�RU�H[SRUWHG� IURP� WKH�8QLWHG�5HSXEOLF�� WR�
SURPRWH��PRQLWRU�DQG�HQVXUH�VXFFHVVIXO� LPSOHPHQWDWLRQ�RI� WKH�SURYLVLRQV�RI�7)'$�$FW�� WR�
DWWHQG�WR�DQG��ZKHUH�SRVVLEOH��WDNH�OHJDO�PHDVXUHV�RQ�FRPSODLQWV�PDGH�E\�FRQVXPHUV�DJDLQVW�
PDQXIDFWXUHUV�RI�SURGXFWV�UHJXODWHG�XQGHU�WKLV�$FW��DQG��WR�GR�VXFK�DFWV�RU�WDNH�VXFK�PHDVXUHV�
DV�DUH�� LQ� WKH�RSLQLRQ�RI� WKH�$XWKRULW\��QHFHVVDU\�RU�H[SHGLHQW� IRU� WKH�SUHYHQWLRQ�RI�KHDOWK�
KD]DUGV�WR�FRQVXPHUV�ZKLFK�PD\�UHVXOW�IURP�WKH�FRQVXPSWLRQ�RU�XVH�RI�ORZ�RU�EDG�TXDOLW\�
SURGXFWV�UHJXODWHG�XQGHU�7)'$�$FW��857��������

$SDUW�IURP�WKRVH�IXQFWLRQV��7)'$�LV�JUDQWHG�SRZHUV�E\�6HFWLRQ���RI�WKH�$FW�WR��HQWHU�RU�
UHPRYH�DQ\�QDPH�IURP�DQ\�UHJLVWHU�SUHVFULEHG�XQGHU�WKLV�$FW�RU��VXEMHFW�WR�VXFK�FRQGLWLRQV�DV�
WKH�$XWKRULW\�PD\�LPSRVH��UHVWRUH�LW�WKHUHWR���KLUH�DQG�WHUPLQDWH�VHUYLFHV��DQG�FRQGHPQ�DQG�
RUGHU�GHVWUXFWLRQ�RU�GLVSRVDO�LQ�DQ\�ZD\�DQ\�SURGXFW�UHJXODWHG�XQGHU�7)'$�$FW�IRXQG�WR�EH�
XQ¾�W�IRU�LWV�LQWHQGHG�XVH��857��������

/RRNLQJ�DW�ERWK�WKH�SRZHUV�DQG�IXQFWLRQV�RI�7)'$��LW�LV�FOHDU�WKDW�OLNH�7%6�DQG�(:85$��
LW�KDV�VRPH�DUHDV�ZKHUH�LW�KDV�KDG�D�EHWWHU�SHUIRUPDQFH��2QH�DUHD�ZKHUH�WKH�$XWKRULW\�KDV�
SHUIRUPHG�ZHOO��HVSHFLDOO\�LQ�UHFHQW�WLPHV��LV�WKH�FRQWURO�RI�VXEVWDQGDUG�GUXJV��,Q�FROODERUDWLRQ�
ZLWK�WKH�0LQLVWU\�RI�+HDOWK�DQG�6RFLDO�:HOIDUH��VRPH�SKDUPDFLHV�ZLWK�RXW�GDWHG�DQG�VXEVWDQGDUG�
GUXJV�KDYH�EHHQ�FORVHG��7KLV�KDV�DOVR�LQYROYHG�WKH�FORVXUH�RI�VRPH�SULYDWH�KRVSLWDOV�GHHPHG�
WR� EH� RSHUDWLQJ� EHORZ�PLQLPXP� VWDQGDUGV��7KH�%XVLQHVV� 7LPHV� QHZVSDSHU� VKRZV� WKDW� WKH�
UDWH�RI�VXEVWDQGDUG�GUXJV�LQ�7DQ]DQLD�KDV�IDOOHQ�IURP���SHUFHQW�D�GHFDGH�DJR�WR�����SHU�FHQW��
/LNHZLVH�� LQ� WKH�¾�UVW�FRPELQHG� ,17(532/�:RUOG�+HDOWK�2UJDQL]DWLRQ� �:+2��RSHUDWLRQV�
DJDLQVW�FRXQWHUIHLW�SKDUPDFHXWLFDO�SURGXFWV�LQ�7DQ]DQLD�DQG�8JDQGD�WKDW�WRRN�SODFH�EHWZHHQ�
���6HSWHPEHU�DQG���2FWREHU�������PRUH�WKDQ�����W\SHV�RI�IDNH�SURGXFWV�ZHUH�VHL]HG��7KH�
RSHUDWLRQ�WDUJHWHG�SKDUPDFLHV��ZDUHKRXVHV�DQG�LOOLFLW�PDUNHWV��6RPH�RI�WKH�FRQ¾�VFDWHG�GUXJV�
ZHUH�DQWL�PDODULDO��FDUGLDF��DQWL�IXQJDO��PXOWLYLWDPLQ��KRUPRQDO�DQG�VNLQ�PHGLFLQHV��,QWHUSRO��
������

'HVSLWH� WKHVH� DFKLHYHPHQWV�� WKH� DERYH�PHQWLRQHG� QXPHULFDO� ¾�JXUHV� GR� QRW� VXJJHVW� D�
VXEVWDQWLDO�GHFUHDVH�RI�FRXQWHUIHLW�PHGLFLQH�DV�FDVHV�RI�LOOLFLW�GUXJV�DUH�VWLOO�UDPSDQW�WKURXJKRXW�
WKH�FRXQWU\��7KLV�LV�WHVWL¾�HG��IRU�H[DPSOH��E\�WKH�&LWL]HQ�QHZVSDSHU��HFKRLQJ�7)'$µV�¾�QGLQJV�
ZKLFK�LQGLFDWH�WKDW�KDOI�RI�VXEVWDQGDUG�KXPDQ�GUXJV�HQWHULQJ�7DQ]DQLD�DUH�VDLG�WR�EH�IDNH��WKH�
&LWL]HQ���������7KH�VLWXDWLRQ�LV�HYHQ�ZRUVH�LQ�UXUDO�DUHDV�DV�GHDOHUV� LQ�FRXQWHUIHLW�GUXJV�WDNH�
DGYDQWDJH� RI� SRURXV� ERUGHUV� DQG�ZHDNQHVVHV� LQ� LQVSHFWLRQ� WR� IHUU\� VXFK� SURGXFWV� WR� UHPRWH�
YLOODJHV��6LPLODUO\��FRPSODLQWV�RYHU�TXHVWLRQDEOH�TXDOLW\�RI�YDULHWLHV�RI�IRRGV�DQG�EHYHUDJHV�DUH�
XELTXLWRXV�LQ�7DQ]DQLD�

9DULRXV�UHDVRQV�H[SODLQ�WKH�ZHDNQHVVHV�RI�7)'$��/LNH��7%6�DQG�(:85$��7)'$�VXIIHUV�
IURP�LQDGHTXDWH�IXQGV�DQG�VKRUWDJH�RI�VNLOOHG�SHUVRQQHO��7KLV�LV�GHVSLWH�KDYLQJ�¾�YH�]RQDO�RI¾�FHV��
7KLV�SUREOHP�ZDV�UHLWHUDWHG�E\�7)'$�'LUHFWRU�*HQHUDO�LQ�KLV�VSHHFK�WR�WKH�0LQLVWU\�RI�+HDOWK��
ZKHUH�KH�LQGLFDWHG�WKDW�LQ�������WKH�DXWKRULW\�KDG�����VWDII�ZRUNLQJ�DW�7)'$�KHDGTXDUWHUV�DQG�
LQ�]RQDO�RI¾�FHV��+H�LQVLVWHG�WKDW� WKLV�ZDV�IDU�EHORZ�WKH�QHHGHG�PDQSRZHU�RI�����HPSOR\HHV�
�7')$���������7KLV�PHDQV�WKDW� WKH�DXWKRULW\�KDV�D�GH¾�FLW�RI�����VWDII��$V�VXEVWDQGDUG�GUXJV�
DUH�SUHYDOHQW�DFURVV� WKH�FRXQWU\��GHDOLQJ�ZLWK� WKH�SUREOHP� WKURXJK�]RQH�RI¾�FHV� VWDQGV� WR�EH�
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LQDGHTXDWH��*LYHQ�WKH�FRXQWU\µV�ELJ�JHRJUDSKLFDO�VL]H��ZLWK�PRUH�WKDQ����DGPLQLVWUDWLYH�UHJLRQV�
DQG�����GLVWULFWV��WKDW�QXPEHU�RI�VWDII�LV�QRW�HQRXJK�WR�HIIHFWLYHO\�SURWHFW�PRUH�WKDQ����PLOOLRQ�
FRQVXPHUV��7KH�QDWXUH�DQG�PDJQLWXGH�RI�WKH�SUREOHP�FDOOV�IRU�PRUH�SUHVHQFH�RI�WKH�DXWKRULW\�
WKURXJKRXW�WKH�FRXQWU\�DW�OHDVW�XS�WR�WKH�GLVWULFW�OHYHO�DQG�QRW�DW�WKH�]RQDO�OHYHO�DV�LW�LV�FXUUHQWO\�
WKH�FDVH��/LPLWHG�SUHVHQFH�RI�WKH�$XWKRULW\�LV�DOVR�PDGH�ZRUVH�E\�LQDGHTXDF\�RI�HTXLSPHQW�VXFK�
DV�PRELOH�ODERUDWRULHV��)RU�LQVWDQFH��$FFRUGLQJ�WR�7)'$�'LUHFWRU�*HQHUDO��WKH�DXWKRULW\�ODFNV�
ODERUDWRU\�HTXLSPHQW�NQRZQ�DV�*DV�&KURPDWRJUDSK\�FRXSOHG�ZLWK�PDVV�VSHFWURSKRWRPHWHU��*&�
06��ZKLFK�ZRXOG�EH�LPSRUWDQW�LQ�HQDEOLQJ�7)'$�WR�LGHQWLI\�DQG�TXDQWLI\�SHVWLFLGH�UHVLGXDOV�
LQ�IRRG��$O�,WUDK�%URDGFDVWLQJ�1HWZRUN�7HOHYLVLRQ�,%1�79���������*RYHUQPHQWµV�FRPPLWPHQW�
WR�VXSSO\�WKH�$XWKRULW\�ZLWK�DGHTXDWH�ZRUNLQJ�WRROV�UHPDLQV�OLPLWHG��$V�D�UHVXOW��WKH�%XUHDX�LV�
VRPHWLPHV�IRUFHG�WR�GHSHQG�RQ�GRQDWLRQV��)RU�LQVWDQFH��LQ�-XQH�������7)'$�UHFHLYHG�¾�YH�PLQL�
ODE�NLWV�IRU�GUXJ�WHVWLQJ�IURP�0HUFN�&RPSDQ\�EDVHG�LQ�*HUPDQ\�

/LNH�7%6��WKH�SUREOHP�RI�ORZ�SHQDOWLHV�VHHPV�WR�DOVR�DFW�DV�D�FDWDO\VW�IRU�FRQWLQXDWLRQ�
RI�LOOHJDO�WUDGH�LQ�VXEVWDQGDUG�DQG�FRXQWHUIHLW�GUXJV��)RU�LQVWDQFH��VHFWLRQ��������RI�7)'$�$FW�
SURYLGHV�WKDW�DQ\�SHUVRQ�ZKR�GHDOV��VHOOV��RIIHUV�RU�H[SRVHV�VXEVWDQGDUG�SURGXFWV�FRPPLWV�DQ�
RIIHQFH�DQG�LV�WKHUHIRUH�OLDEOH�WR�D�¾�QH�RI�QRW�OHVV�WKDQ�RQH�KXQGUHG�WKRXVDQG�VKLOOLQJV�DQG�
QRW�H[FHHGLQJ�RQH�PLOOLRQ�VKLOOLQJV��RU�WR�LPSULVRQPHQW�IRU�D�WHUP�QRW�H[FHHGLQJ�VL[�PRQWKV�
RU�WR�ERWK�VXFK�¾�QH�DQG�LPSULVRQPHQW��6LPLODUO\��VHFWLRQ����������SURYLGHV�WKDW�DQ\�SHUVRQ�
ZKR�FRPPLWV�DQ�RIIHQFH�XQGHU�WKH�7)'$�$FW�IRU�ZKLFK�QR�VSHFL¾�F�SHQDOW\�LV�SURYLGHG�VKDOO�
EH� OLDEOH�XSRQ�FRQYLFWLRQ� WR�D�¾�QH�QRW�H[FHHGLQJ�RQH�PLOOLRQ�VKLOOLQJV�RU� WR� LPSULVRQPHQW�
IRU�D�WHUP�QRW�H[FHHGLQJ�VL[�PRQWKV�RU�ERWK�VXFK�¾�QH�DQG�LPSULVRQPHQW��$OO�WKHVH�SHQDOWLHV�
DUH�YHU\�ORZ�DQG�SDUWO\�FRQWULEXWH�WR�WKH�SHUVLVWHQFH�RI�WKH�SUREOHP��$V�7DEOH���VKRZV��WKH�
FXPXODWLYH�DQQXDOO\�HVWLPDWHG�DYHUDJH�PDUNHW�YDOXH�RI�FRXQWHUIHLW�SURGXFWV� WKDW� IDOO� LQ� WKH�
FDWHJRU\�RI�JRRGV�WR�EH�UHJXODWHG�E\�7)'$�VXFK�DV�SKDUPDFHXWLFDOV�DQG�PHGLFDO�HTXLSPHQW��
FRVPHWLFV�DQG�GHWHUJHQWV�� IRRGVWXIIV��DOFRKRO�DQG�ERWWOHG�GULQNLQJ�ZDWHU� LV�7VKV����ELOOLRQ��
%DVLQJ�RQ�WKLV�OXFUDWLYH�QDWXUH�RI�FRXQWHUIHLW�SURGXFWV��LPSRVLQJ�WKH�SURSRVHG�SHQDOWLHV�GRHV�
QRW�RQO\�FRQWLQXH�WR�SXW�WKH�ZHOIDUH�RI�WKH�FRQVXPHUV�DW�ULVN��EXW�DOVR�H[SRVHV�WKH�ZHDNQHVV�RI�
WKH�FRXQWU\µV�FRUSRUDWH�JRYHUQDQFH�UHJXODWRU\�IUDPHZRUN��7KH�REYLRXV�ZHDNQHVV�LV�WKDW�WKH�
V\VWHP�LV�QRW�SURDFWLYH�HQRXJK�LQ�GHYLVLQJ�FRQWURO�PHDVXUHV�WKDW�FDQ�DW�OHDVW�KHOS�WR�UHGXFH�WKH�
PDJQLWXGH�RI�WKLV�EXVLQHVV�

$V�WDEOH���LQGLFDWHV�� WKHUH�DUH�WZHOYH������PDLQ�FRXQWHUIHLW�SURGXFWV�LQ�7DQ]DQLD��7KHVH�
LQFOXGH��LQGXVWULDO�HTXLSPHQW�DQG�UDZ�PDWHULDOV�ZKRVH�HVWLPDWHG�UDQJH�RI�PDUNHW�YDOXH�LV�EHWZHHQ�
���WR�����ELOOLRQ�7DQ]DQLDQ�6KLOOLQJV��7VKV��DQG�HVWLPDWHG�DYHUDJH�PDUNHW�YDOXH�RI�����%LOOLRQ�
7DQ]DQLDQ�VKLOOLQJV��DJULFXOWXUDO�LQSXWV�ZLWK�DQ�HVWLPDWHG�UDQJH�RI�PDUNHW�YDOXH�RI����WR�����
ELOOLRQ�7VKV�DQG�HVWLPDWHG�DYHUDJH�PDUNHW�YDOXH�RI����ELOOLRQ�7VKV��2WKHU�FRXQWHUIHLW�SURGXFWV�
DUH�YHKLFOH�VSDUH�SDUWV�WKDW�KDYH�DQ�HVWLPDWHG�UDQJH�RI�PDUNHW�YDOXH�RI�EHWZHHQ����WR�����ELOOLRQ�
7VKV�DQG�DYHUDJH�PDUNHW�YDOXH�RI����ELOOLRQ�7VKV��HOHFWURQLF�HTXLSPHQW�DQG�DSSOLDQFHV�ZLWK�DQ�
HVWLPDWHG�UDQJH�RI�PDUNHW�YDOXH�RI�������ELOOLRQ�7VKV�DQG�HVWLPDWHG�DYHUDJH�PDUNHW�YDOXH�RI�
���ELOOLRQ�7VKV��DQG�FRVPHWLFV�DQG�GHWHUJHQWV�ZKRVH�HVWLPDWHG�UDQJH�RI�PDUNHW�YDOXH�LV�������
ELOOLRQ�7VKV�DQG�WKHLU�HVWLPDWHG�DYHUDJH�PDUNHW�YDOXH�LV����ELOOLRQ�VKLOOLQJV��

$OVR�LQFOXGHG�LQ�WKH�OLVW�RI�FRXQWHUIHLW�SURGXFWV�DUH�SKDUPDFHXWLFDO�DQG�PHGLFDO�HTXLSPHQW�
WKDW�KDYH�DQ�HVWLPDWHG�UDQJH�RI�PDUNHW�YDOXH�RI���WR����ELOOLRQ�7VKV�DQG�HVWLPDWHG�DYHUDJH�
PDUNHW� YDOXH�RI����ELOOLRQ�7VKV�� DQG� FORWKLQJ� DQG� DSSDUHO� WKDW� KDYH� DQ� HVWLPDWHG� UDQJH�RI�
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PDUNHW�YDOXH�RI������DQG�HVWLPDWHG�DYHUDJH�PDUNHW�YDOXH����ELOOLRQ�7VKV��2WKHU�FRXQWHUIHLW�
SURGXFWV�DUH�SODVWLF�SURGXFWV�WKDW�KDYH�HVWLPDWHG�UDQJH�RI�PDUNHW�YDOXH�RI������ELOOLRQ�7VKV�DQG�
HVWLPDWHG�DYHUDJH�PDUNHW�YDOXH�RI����ELOOLRQ�7VKV��EXLOGLQJ�PDWHULDOV�ZKRVH�HVWLPDWHG�UDQJH�
RI�PDUNHW�YDOXH�LV�����ELOOLRQ�7VKV�DQG�HVWLPDWHG�PDUNHW�YDOXH�RI���ELOOLRQ�7VKV��IRRGVWXIIV�
WKDW�KDYH�DQ�DYHUDJH�UDQJH�RI�PDUNHW�YDOXH�RI���WR���ELOOLRQ�7VKV�DQG�HVWLPDWHG�DYHUDJH�PDUNHW�
YDOXH�RI���ELOOLRQ�7VKV��7KH�WZR�UHPDLQLQJ�PDLQ�FRXQWHUIHLW�SURGXFWV�LQ�7DQ]DQLD�DUH�FKHPLFDOV�
ZKRVH�HVWLPDWHG�UDQJH�RI�PDUNHW�YDOXH�LV���WR���DQG�HVWLPDWHG�DYHUDJH�PDUNHW�YDOXH�LV���ELOOLRQ�
7VKV��DQG�DOFRKRO�DQG�ERWWOHG�GULQNLQJ�ZDWHU�ZLWK�HVWLPDWHG�UDQJH�RI�PDUNHW�YDOXH�RI���WR���
ELOOLRQ�7VKV�DQG�HVWLPDWHG�DYHUDJH�PDUNHW�YDOXH�RI���ELOOLRQ�7VKV�

7DEOH����&RXQWHUIHLW�JRRGV�DQG�WKHLU�HVWLPDWHG�PDUNHW�YDOXH

6Q 0DLQ�&RXQWHUIHLW�3URGXFWV

(VWLPDWHG�
5DQJH�RI�
0DUNHW�9DOXH
�%LOO�7=6�

(VWLPDWHG�
$YHUDJH�
0DUNHW�9DOXH
�%LOO�7=6�

� ,QGXVWULDO�HTXLSPHQW�DQG�UDZ�PDWHULDOV� �������� ���

� $JULFXOWXUDO�LQSXWV��'XUVEDQ��*ODGLDWRU��%OXH�FRSSHU��
5HG�FRSSHU��'LWKDQH��&RER[��HWF� �������� ��

� 9HKLFOH�VSDUH�SDUWV��7\UHV��EDWWHULHV��EHDULQJV��WXEHV��
HQJLQH�SDUWV��HWF�� �������� ��

� (OHFWURQLF�HTXLSPHQW�DQG�DSSOLDQFHV��79V��UDGLRV��FDVVHWWH�
UHFRUGHUV��FRPSXWHUV��ZLUH�FDEOHV��SLUDWHG�PXVLF�HWF� ������� ��

� &RVPHWLFV��GHWHUJHQWV��FUHDPV��ORWLRQV��WRRWKSDVWHV�
�:KLWHGHQW��&ROJDWH��&ORVH�XS�� ������� ��

� 3KDUPDFHXWLFDOV�	�PHGLFDO�HTXLSPHQW��GUXJV��VXUJLFDO�
JORYHV��VFLVVRUV��EORRG�SUHVVXUH�PDFKLQHV��HWF�� ������ ��

� &ORWKLQJ�DQG�DSSDUHO��NKDQJD��VKLUWV��DWKOHWLF�VKRHV��HWF� ������ ��

� 3ODVWLF�SURGXFWV ������ ��

� %XLOGLQJ�PDWHULDOV��ZLUH�FDEOHV��GRRU�ORFNV��EXOEV�
�3KLOOLSV�� ����� �

�� )RRGVWXIIV� ����� �

�� &KHPLFDOV��LQGXVWULDO�DQG�GRPHVWLF� ����� �

�� $OFRKRO�DQG�ERWWOHG�GULQNLQJ�ZDWHU��ZLQH��EHHU��.RQ\DJL��
8KDL� ����� �

6RXUFH���857�������

&RQFOXVLRQ�

7KH�DERYH�GLVFXVVLRQ�KDV�VKRZQ�WKDW�7DQ]DQLDµV�FRUSRUDWH�JRYHUQDQFH�IUDPHZRUN�LV�VWLOO�DW�LWV�
LQIDQW�VWDJH�LQ�WHUPV�RI�DFWLQJ�DV�WRRO�IRU�SURWHFWLQJ�FRQVXPHUV��'HVSLWH�WKH�IDFW�WKDW�WKHUH�KDYH�
EHHQ�VRPH�SRVLWLYH�LQWHUYHQWLRQV�WR�SURWHFW�FRQVXPHUV�IURP�WKH�HIIHFWV�RI�VXEVWDQGDUG�JRRGV��
WKH� GHJUHH� RI� FRQVXPHUVµ� SURWHFWLRQ� UHPDLQV� ORZ��7KLV� LV� FRQWUDU\� WR� WKH� HPSKDVLV� E\� WKH�
VWDNHKROGHUVµ�WKHRU\�RQ�WKH�LPSRUWDQFH�RI�SURWHFWLQJ�WKH�FDWHJRULHV�RI�VWDNHKROGHUV�IURP�EHLQJ�
QHJDWLYHO\�DIIHFWHG�E\�WKH�DFWLYLWLHV�RI�WKH�¾�UPV��7KH�DUWLFOH�KDV�GHPRQVWUDWHG�DQG�FLWHG�VRPH�
HPSLULFDO�FDVHV�ZKLFK�VKRZ�WKH�SHUVLVWHQFH�RI�PXOWLELOOLRQ�VKLOOLQJ�LOOHJDO�WUDGH�LQ�VXEVWDQGDUG�
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JRRGV��GHVSLWH�WKH�H[LVWHQFH�RI�YDULRXV�VWDQGDUGV�RUJDQL]DWLRQV��7KH�DUWLFOH�DOVR�KDV�LGHQWL¾�HG�
YDULRXV�IDFWRUV�WKDW�DUH�DWWULEXWHG�WR�WKH�IDLOXUH�RI�WKHVH�RUJDQL]DWLRQV�WR�PRQLWRU�DQG�HQIRUFH�
VWDQGDUGV�RQ�GLIIHUHQW�FDWHJRULHV�RI�SURGXFWV��7KHVH� LQFOXGH�VKRUWDJH�RI�¾�QDQFLDO� UHVRXUFHV�
DQG�VNLOOHG�KXPDQ�UHVRXUFHV��LQDGHTXDF\�RI�HTXLSPHQW��ZHDN�V\QHUJLHV�DQG�QHWZRUNV��ZHDN�
OHJDO�IUDPHZRUN�DQG�XQFOHDU�GLYLVLRQ�RI�SRZHU�EHWZHHQ�WKHVH�RUJDQL]DWLRQV�DQG�RWKHU�DFWRUV�
VXFK�DV�PLQLVWHUV�

7KH�:D\�)RUZDUG

2Q�WKH�EDVLV�WKH�DERYH�REVHUYDWLRQ��WKH�DUWLFOH�PDNHV�VRPH�UHFRPPHQGDWLRQV�RQ�ZKDW�QHHGV�
WR�EH�GRQH�WR�HQVXUH�WKDW�WKH�FRXQWU\µV�FRUSRUDWH�JRYHUQDQFH�IUDPHZRUN�HIIHFWLYHO\�SURWHFWV�
WKH�FRQVXPHUV�

7KH�¾�UVW�UHFRPPHQGDWLRQ�LV�WKDW�IRU�WKH�FRXQWU\µV�FRUSRUDWH�JRYHUQDQFH�IUDPHZRUN�WR�EH�
LQ�D�SRVLWLRQ�RI�HIIHFWLYHO\�SURWHFWLQJ�WKH�FRQVXPHUV��HPSKDVLV�VKRXOG�EH�SXW�RQ�SURPRWLQJ�PRUH�
V\QHUJLHV�DPRQJ�7)'$��(:85$��7%6�DQG�RWKHU�UHJXODWRU\�ERGLHV��$V�WKH�DERYH�GLVFXVVLRQ�
KDV� VKRZQ�� DOO� WKH� UHYLHZHG� RUJDQL]DWLRQV� DUH� FKDUDFWHUL]HG� E\� PDQ\� ZHDNQHVVHV� ZKLFK�
VXJJHVW�WKDW�QRQH�RI�WKHP�FDQ�SHUIRUP�LWV�SUHVXSSRVHG�GXWLHV�LQGHSHQGHQWO\�DQG�HIIHFWLYHO\��
7KLV�VLWXDWLRQ�WKXV�FDOOV�IRU�MRLQW�HIIRUWV�DPRQJ�WKHVH�RUJDQL]DWLRQV�LQ�PRQLWRULQJ�DQG�HQIRUFLQJ�
VWDQGDUGV�RQ�WKH�JRRGV�WKDW�DUH�ZLWKLQ�WKHLU�PDQGDWH��*LYHQ�WKH�QDWXUH�RI�WKH�HFRQRP\�WKDW�
KDV� DOORZHG� IRU� D� SUROLIHUDWLRQ� RI� SURGXFHUV� DQG� LPSRUWHUV�� WKHUH� LV� D� FRPSHOOLQJ� QHHG� IRU�
WHDPZRUN� DPRQJ� WKHVH� RUJDQL]DWLRQV� WR� HQVXUH� WKDW� FRQVXPHUV� DUH� SURWHFWHG�� (VWDEOLVKLQJ�
WKHVH�V\QHUJLHV�GRHV�QRW�VHHP�WR�EH�D�GLI¾�FXOW�WDVN�DV�ODZV�HVWDEOLVKLQJ�WKHVH�RUJDQL]DWLRQV�
UHFRJQL]H�WKH�VLJQL¾�FDQFH�RI�FRRSHUDWLRQ��)RU�LQVWDQFH��6HFWLRQ�������RI�WKH�7)'$�$FW�SURYLGHV�
WKDW�LQ�WKH�SHUIRUPDQFH�RI�LWV�IXQFWLRQV��WKH�$XWKRULW\�VKDOO�PDLQWDLQ�D�V\VWHP�RI�FRQVXOWDWLRQ�
DQG�FRRSHUDWLRQ�ZLWK�RWKHU�RUJDQL]DWLRQV�GHDOLQJ�ZLWK�WKH�VDPH�EXVLQHVV��

7KHUH�KDYH�EHHQ�HIIRUWV�WR�HQVXUH�FRRSHUDWLRQ�DPRQJ�WKHVH�RUJDQL]DWLRQV�EXW�WKH\�VWLOO�VHHP�
LQDGHTXDWH�LQ�HQVXULQJ�PRUH�DQG�HIIHFWLYH�SURWHFWLRQ�RI�FRQVXPHUV��2QH�RI�MRLQW�HIIRUWV�DPRQJ�
WKHVH�RUJDQL]DWLRQV�LV�WKH�FUHDWLRQ�RI�DQ�LQWHUGHSDUWPHQWDO�WDVN�IRUFH�WR�PRQLWRU�WKH�HQIRUFHPHQW�
RI�VWDQGDUGV�DIWHU�WKH�DPHQGPHQW�LQ������RI�WKH�0HUFKDQGLVH�0DUNV�$FW�RI������DQG�WKH�SDVVLQJ�
RI�0HUFKDQGLVH�0DUNV�5HJXODWLRQV� LQ� ������7KH�PHPEHUV� RI� WKLV� WDVN� IRUFH� FDPH� IURP� WKH�
$WWRUQH\� *HQHUDO� &KDPEHUV�� 7DQ]DQLD� 5HYHQXH�$XWKRULW\�� 7DQ]DQLD� 3ROLFH� )RUFH�� 7DQ]DQLD�
%XUHDX�RI�6WDQGDUGV�DQG�7)'$��0NRQR��.DPHMD�	�0UHPD���������6LPLODU�UHFHQW�FRRSHUDWLYH�
LQLWLDWLYHV�LQYROYHG�7%6��)&&�DQG�WKH�3ROLFH�)RUFH�DV�HDUOLHU�LQGLFDWHG�LQ�WKLV�DUWLFOH�

,Q� DGGLWLRQ� WR� V\QHUJLHV�� LW� LV� LPSHUDWLYHV� WKDW� FXUUHQW� FRUSRUDWH�JRYHUQDQFH�PHDVXUHV�
DLPLQJ�DW�SURWHFWLQJ�FRQVXPHUV�DGRSW�D�QHWZRUNV�PRGHO��$V�6WHSKHQ�2VERUQH��������DUJXHV��
1HZ�3XEOLF�*RYHUQDQFH��13*��ZKLFK�LV�D�FRQWHPSRUDU\�SDUDGLJP�RI�SXEOLF�DGPLQLVWUDWLRQ�
VHHV� QHWZRUNV� DV� D� YHU\� HIIHFWLYH� WRRO� LQ� DWWDLQLQJ� WKH� JRDOV� RI� WKH� RUJDQL]DWLRQ�� 3XEOLF�
DGPLQLVWUDWLRQ�DQG�PDQDJHPHQW�LV�WKXV�VDLG�WR�EH�FKDUDFWHUL]HG�E\�D�SOXUDOLVW�DQG�SOXUDO�VWDWH�
ZLWK�PXOWLSOH�LQWHUGHSHQGHQW�DFWRUV�DQG�PXOWLSOH�SURFHVVHV�RI�SROLF\�PDNLQJ��:KLOH�VXSSRUWLQJ�
2VERUQHµV�WKHVLV��WKLV�DUWLFOH�PDLQWDLQV�WKDW�LW�LV�LPSRUWDQW�IRU�WKH�¾�JKW�DJDLQVW�VXEVWDQGDUG�DQG�
FRXQWHUIHLW�JRRGV� WR�EH�DQFKRUHG�XSRQ�D�QHWZRUNV� WKHRU\� WKDW�FDOOV� IRU� MRLQW�HIIRUWV�DPRQJ�
VWDNHKROGHUV�� ,Q� WKLV�FDVH��JRYHUQPHQW�ERGLHV�QHHG� WR�ZRUN�KDQG�LQ�KDQG�ZLWK�RWKHU�DFWRUV�
VXFK�DV�WKH�JHQHUDO�SXEOLF��WKH�PHGLD�DQG�FLYLO�VRFLHW\�RUJDQL]DWLRQV�
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:KLOH�FRRSHUDWLRQ�DPRQJ�VWDQGDUGV�RUJDQL]DWLRQV�LV�SRRU��WKH�VLWXDWLRQ�LV�HYHQ�ZRUVH�ZLWK�
RWKHU�DFWRUV�VXFK�DV�WKH�JHQHUDO�SXEOLF�DQG�FLYLO�VRFLHW\��7KH�VWXG\�E\�WKH�8QLWHG�5HSXEOLF�RI�
7DQ]DQLD�LQ������LGHQWL¾�HG�ORZ�OHYHO�RI�QHWZRUNLQJ�DPRQJ�WKH�DERYH�FDWHJRULHV�RI�VWDNHKROGHUV�
�857�� ������7KLV� KDV� FRQVHTXHQWO\� UHVXOWHG� LQ� D� IUDLO� UROH� RI� FLYLO� VRFLHW\� RUJDQL]DWLRQV�
LQ�DGYRFDWLQJ� IRU� WKH�HQIRUFHPHQW�RI� VWDQGDUGV�� ,Q� VSLWH�RI� WKH� IDFW� WKDW� WKHUH� LV� DQ� LQ¿�X[�RI�
FRXQWHUIHLW�JRRGV�LQ�WKH�7DQ]DQLDQ�PDUNHW��WKHUH�DUH�QR�VWURQJ�FLYLO�VRFLHW\�RUJDQL]DWLRQV�SOD\LQJ�
D�ZDWFKGRJ� DQG� DGYRFDF\� UROH� LQ� HQVXULQJ� WKDW� FRQVXPHUV� DUH� SURWHFWHG��0RVW� RI� VWDQGDUGV�
RUJDQL]DWLRQV�KDYH�EHHQ�FROODERUDWLQJ�ZLWK�ORFDO�JRYHUQPHQW�DXWKRULWLHV��/*$V��DQG�WKH�3ROLFH�
'HSDUWPHQW�LQ�FRQGXFWLQJ�VRPH�RSHUDWLRQV�DJDLQVW�VXEVWDQGDUG�JRRGV��ZLWK�OLWWOH�FRQVLGHUDWLRQ�
RI�RWKHU�VWDNHKROGHUV��+RZHYHU��JLYHQ�WKH�IDFW�WKDW�/*$V�DQG�WKH�3ROLFH�DUH�SUHRFFXSLHG�ZLWK�
WKHLU�FRUH�IXQFWLRQV��WKH\�FDQQRW�HIIHFWLYHO\�SDUWLFLSDWH�LQ�¾�JKWLQJ�VXEVWDQGDUG�JRRGV�

:KDW�LV��KRZHYHU��FOHDU�LV�WKDW�VXEVWDQGDUG�JRRGV�FDQQRW�EH�HOLPLQDWHG�WKURXJK�VHDVRQDO�
RSHUDWLRQV�WKDW�DUH�FDUULHG�RXW�LQ�RQO\�VRPH�SDUWV�RI�WKH�FRXQWU\��$Q\�VXFFHVV�LV�WKXV�DQFKRUHG�
XSRQ�DQ�LQWHUSOD\�RI�UROHV�DPRQJ�DOO�W\SHV�RI�VWDNHKROGHUV��VWDUWLQJ�IURP�WKH�JHQHUDO�SXEOLF�
ZKR�QHHG�WR�EH�HGXFDWHG�DERXW�WKH�QDWXUH�DQG�HIIHFWV�RI�WKHVH�JRRGV��WR�LQFUHDVHG�FRRSHUDWLRQ�
DPRQJ�DOO�VWDNHKROGHUV��)DLOXUH�WR�KDYH�D�¾�UP�QHWZRUN�WKXV�JLYHV�URRP�IRU�WKH�SHUVLVWHQFH�RI�
LOOLFLW�FRPPRGLWLHV��7KLV�REVHUYDWLRQ�LV�VXSSRUWHG�E\�WKH�)DLU�&RPSHWLWLRQ�&RPPLVVLRQ�DQG�
WKH�&RQIHGHUDWLRQ�RI�7DQ]DQLD�,QGXVWULHV�ZKRVH�HVWLPDWH�LQ������ZDV�WKDW�DOPRVW����SHUFHQW�
RI�DOO�HOHFWULFDO�HTXLSPHQW�ZHUH�FRXQWHUIHLWV�DQG�WKDW�DV�D�UHVXOW�7DQ]DQLD�LQFXUUHG�ORVVHV�RI�
EHWZHHQ����DQG����SHU�FHQW�RI�WRWDO�GRPHVWLF�UHYHQXH�GXH�WR�FRXQWHUIHLW�LPSRUWV��6LPLODUO\��
&7,µV� VWXG\� RI� ����� VKRZHG� WKDW� EHWZHHQ� ��� DQG� ��� SHU� FHQW� RI� JRRGV� FLUFXODWLQJ� LQ� WKH�
GRPHVWLF�PDUNHW�ZHUH�FRXQWHUIHLW�SURGXFWV�

(IIRUWV� WR� SURWHFW� FRQVXPHUV� QHHG� WR� DOVR� LQYROYH� WKH� UDWLRQDOL]DWLRQ� RI� WKH� OHJDO� DQG�
UHJXODWRU\� IUDPHZRUN�� 7KH� OHJDO� IUDPHZRUN� WKDW� LV� JXLGLQJ� WKH� RSHUDWLRQV� RI� VWDQGDUGV�
RUJDQL]DWLRQV� LQ�7DQ]DQLD�QHHGV� WR�EH� UDWLRQDOL]HG�DV� LW�FXUUHQWO\�DIIHFWV� WKH� IXQFWLRQLQJ�RI�
WKHVH�RUJDQL]DWLRQV��$V�WKH�DERYH�GLVFXVVLRQ�KDV�GHPRQVWUDWHG��RQH�RI�WKH�ZHDNQHVVHV�RI�WKLV�
IUDPHZRUN�LV�LWV�IDLOXUH�WR�JUDQW�WKHVH�RUJDQL]DWLRQV�WKH�SRZHU�DQG�DXWKRULW\�WR�PDNH�¾�QDO�DQG�
ELQGLQJ�GHFLVLRQV�ZLWKRXW�VXEMHFWLQJ�WKHP�WR�WKH�FRQWUROV�RI�SROLWLFLDQV��7KLV�LV��IRU�LQVWDQFH��
SURYLGHG�IRU�E\�6HFWLRQ�������DQG�����RI�WKH�(:85$�$FW�ZKLFK�OLPLWV�WKH�DXWKRULW\�RI�WKH�
%XUHDX�LQ�GHFLVLRQV�UHODWHG�WR�WKH�HQIRUFHPHQW�RI�FRQWUDFWV��6XFK�SURYLVLRQV�FOHDUO\�LQGLFDWH�
WKDW� VWDQGDUGV� RUJDQL]DWLRQV� DUH� QRW� DXWRQRPRXV�� HVSHFLDOO\� LQ� GHFLVLRQ� PDNLQJ�� 7KHVH�
RUJDQL]DWLRQV�WKXV�QHHG�WR�EH�JLYHQ�SRZHUV�WR�HQDEOH�WKHP�WR�FDUU\�RXW�WKHLU�GXWLHV�SURSHUO\�
DQG�PRUH�HIIHFWLYHO\��6XFK�PHDVXUHV�KDYH�WR�LQFOXGH��LQWHU�DOLD��WKH�SRZHU�DQG�DXWKRULW\�WR�
GHWHUPLQH�DQG�SURSRVH�DSSURSULDWH�SHQDOWLHV�DQG�VDQFWLRQV��WR�EH�HQDFWHG�LQWR�ODZV��DJDLQVW�
SURGXFHUV�RI�DQG�GHDOHUV�LQ�VXEVWDQGDUG�JRRGV��

)XUWKHUPRUH��WKH�UDWLRQDOL]DWLRQ�RI�WKH�OHJDO�IUDPHZRUN�QHHGV�WR�HQVXUH�WKDW�QHZ�ODZV�
RQ� FRXQWHUIHLW� DQG� VXEVWDQGDUG� JRRGV� FRPSOHPHQW� HDFK� RWKHU� LQ� DGGUHVVLQJ� WKLV� SUREOHP��
7KLV�UHFRPPHQGDWLRQ�VWHPV�IURP�WKH�IDFW�WKDW�WKH�IDLOXUH�RI�WKH�OHJDO�IUDPHZRUN�WR�VXJJHVW�
DSSURSULDWH�VDQFWLRQV�KDV�SDUWO\�SOD\HG�SDUW�LQ�WKH�SHUVLVWHQFH�RI�WUDGH�LQ�VXEVWDQGDUG�JRRGV�
ZKLFK�KDYH�DGYHUVH�HIIHFWV�RQ�FRQVXPHUV��/DFN�RI�FRPSOHPHQWDULW\�DPRQJ�WKHVH�ODZV�ZDV�
DOVR�HFKRHG�E\�WKH�FKDLUSHUVRQ�RI�&RQIHGHUDWLRQ�RI�7DQ]DQLD�,QGXVWULHV��&7,��ZKR�SRLQWHG�RXW�
WKDW�7DQ]DQLD�KDV�PDQ\�ODZV�DQG�SROLFLHV�RQ�IDNH�JRRGV�ZKLFK�KDYH�SHUVLVWHQWO\�EHHQ�XQDEOH�
WR�FXUE�WKH�SUREOHP�RI�FRXQWHUIHLW�SURGXFWV�
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)XUWKHUPRUH��DV�WKH�DERYH�GLVFXVVLRQ�KDV�LQGLFDWHG��DOO�VWDQGDUGV�RUJDQL]DWLRQV�DUH�VXIIHULQJ�
IURP�ODFN�RI�FDSDFLW\��HVSHFLDOO\� LQ� WHUPV�RI�KXPDQ�UHVRXUFHV��0RVW�RI� WKHVH�RUJDQL]DWLRQV�
DUH�XQGHUVWDIIHG�DQG�WKH\�WKXV�IDLO� WR�H[SDQG�WKH�VFRSH�RI�WKHLU�RSHUDWLRQV��)RU�LQVWDQFH��DV�
SHU�7%6�ZHEVLWH�� WKH�EXUHDX�KDV�����VWDII�ZKR�DUH�VXSSRVHG� WR� WDNH�FDUH�RI�DOO� VWDQGDUGV�
UHODWHG� LVVXHV�QDWLRQZLGH��%\�ZKDWHYHU� VWDQGDUGV�� WKLV�QXPEHU�FDQQRW�FDWHU� IRU�PLOOLRQV�RI�
7DQ]DQLDQV�SURQH� WR� WKH�HIIHFWV�RI�VXEVWDQGDUG�JRRGV��/LPLWHG�QXPEHU�RI�KXPDQ�UHVRXUFHV�
ZDV�DOVR�HYLGHQW�DW�(:85$��DV�E\�'HFHPEHU������WKH�DXWKRULW\�KDG�RQO\����VWDII��ZKLFK�ZDV�
WZR�VWDII�OHVV�WKDQ�WKH�DSSURYHG�(:85$�HVWDEOLVKPHQW�RI����VWDII��$OWKRXJK�(:85$�PLJKW�
ORRN�ZHOO�VWDIIHG�LQ�WHUPV�RI�DYDLODEOH�VWDII�DQG�WKH�DSSURYHG�DXWKRULW\µV�VWDII�HVWDEOLVKPHQW��
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