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$EVWUDFW

/LNH�PDQ\�$IULFDQ�FRXQWULHV��8JDQGD�IDFHV�WKH�SUREOHP�RI�SRRU�RU�IDLOHG�LPSOHPHQWDWLRQ�
RI�VWDWH�SROLFHV�DQG�JRYHUQPHQW�SURJUDPPHV��7KHUH�LV�D�ELJ�JXOI�EHWZHHQ�SROLF\PDNLQJ�
DQG�DFWXDO�LPSOHPHQWDWLRQ��7KLV�DUWLFOH�ORFDWHV�WKH�VRXUFH�RI�WKH�SUREOHP�LQ�WKH�QDWXUH�
RI�8JDQGDµV�FRQWHPSRUDU\�SROLWLFV�XQGHU�WKH�UHJLPH�RI�3UHVLGHQW�<RZHUL�0XVHYHQL��7KH�
DUWLFOH�DUJXHV�WKDW�DW�WKH�URRW�RI�SRRU�SROLF\�LPSOHPHQWDWLRQ�LV�WKH�IDLOXUH�WR�EXLOG�UREXVW�
LQVWLWXWLRQDO� FDSDFLW\� WKURXJK� D� PHULW�EDVHG� SXEOLF� V\VWHP�� 7R� XQGHUVWDQG� 8JDQGDµV�
ZHDN� LPSOHPHQWDWLRQ� FDSDFLW\�� ZH� QHHG� WR� ORRN� DW� WKH� SROLWLFV� RI� HOLWH�LQFOXVLRQ� DQG�
²EURDG�EDVH³� WKDW� VWDUWHG�ZLWK� WKH� ²0RYHPHQW³� QR�SDUW\� V\VWHP��%\� SULRULWL]LQJ� WKH�
SROLWLFV�RI�²EURDG�EDVH�³�0XVHYHQLµV�UHJLPH�RSHQHG�XS� WKH�8JDQGDQ�VRFLHW\� WR�ZLGHU�
HOLWH�SROLWLFDO�SDUWLFLSDWLRQ�DQG�PDVV�UHSUHVHQWDWLRQ��DQG�DFKLHYHG�PRGHVW�SURJUHVV�LQ�
LQVWLWXWLRQDOL]LQJ� GHFLVLRQ�SROLF\�PDNLQJ� SRZHU��+RZHYHU�� VLPXOWDQHRXVO\�� WKH� SROLWLFV�
RI� ²EURDG�EDVH³� DOVR� HQJHQGHUHG� SDWURQDJH� SROLWLFV� DQG� HQGHPLF� FRUUXSWLRQ�� ZKLFK�
KDYH�JUHDWO\�FRPSURPLVHG�EXLOGLQJ�WKH�LQVWLWXWLRQDO�FDSDFLW\�WR�LPSOHPHQW�SROLFLHV�DQG�
SURJUDPV��6LQFH������� WKH� LGHD�RI�²EURDG�EDVH³�DV� WKH� IRXQGLQJ�DSSURDFK�RI�SRZHU�
VKDULQJ�EHFDPH�DQ�HQWUHQFKHG�VWUDWHJ\�RI�NHHSLQJ�VWDWH�SRZHU�HYHQ�DIWHU�UHYHUWLQJ� WR�
PXOWLSDUW\�SROLWLFV� LQ�������7KH�QHW�RXWFRPH�KDV�EHHQ� WKH�FRQWLQXDWLRQ�RI�GHOHWHULRXV�
SDWURQDJH�SROLWLFV�DW�RGGV�ZLWK�WKH�LPSHUDWLYHV�RI�D�GHYHORSPHQW�RULHQWHG�VWDWH�

.H\�ZRUGV��� 3XEOLF�3ROLF\��3ROLF\�,PSOHPHQWDWLRQ��WKH�6WDWH��3ROLWLFV�RI�(OLWH�,QFOXVLRQ��
3ROLWLFV�RI���,QVWLWXWLRQDO�&DSDFLW\�%XLOGLQJ��8JDQGD

,QWURGXFWLRQ

)RU�PDQ\�SRRU�FRXQWULHV��HVSHFLDOO\�LQ�$IULFD��GHFLVLRQ�PDNLQJ�DQG�SROLF\�IRUPXODWLRQ�DSSHDU�
WR� EH� WKH� HDVLHU� MRE��%XW�PRYLQJ� IURP�SROLF\�PDNLQJ� WR� DFWXDO� SROLF\� LPSOHPHQWDWLRQ� DQG�
SURYLGLQJ�XUJHQWO\�QHHGHG�SXEOLF�JRRGV�DQG�VHUYLFHV�LV�WKH�WRXJKHU�WDVN��7KLV�LV�D�FRQVHTXHQFH�
RI� WKH� QDWXUH� RI� SROLWLFV� LQ� PRVW� SRVW�LQGHSHQGHQFH� $IULFDQ� VWDWHV�� HVSHFLDOO\� VLQFH� WKH�
HDUO\�����V��$JDLQVW� WKH�EDFNGURS�RI�ZKDW� WKH�HPLQHQW�$PHULFDQ�SROLWLFDO�VFLHQWLVW�6DPXHO�
+XQWLQJWRQ�WHUPHG�WKH�²7KLUG�:DYH³�RI�GHPRFUDWL]DWLRQ��PDQ\�$IULFDQ�FRXQWULHV��LQFOXGLQJ�
8JDQGD�� KDYH� PDGH� PRGHVW� EXW� VLJQL¾�FDQW� DGYDQFHV� LQ� HVWDEOLVKLQJ� SDUWLFLSDWRU\� SROLWLFV�
DQG�FRQGXFWLQJ� UHJXODU�HOHFWLRQV� �+XQWLQJWRQ�������DOVR�3RVQHU�DQG�<RXQJHU�������<RXQJ�
�������$FURVV� WKH�FRQWLQHQW�� OHJLVODWLYH�DQG�HOHFWRUDO� LQVWLWXWLRQV�KDYH� WDNHQ�URRW�FRPSDUHG�
WR�WKH�SROLWLFV�RI�FRXSV�DQG�FLYLO�ZDUV�LQ�WKH�����V�DQG���V��7KLV�VKLIW�KDV�SURYLGHG�WKH�ZLGHU�
FLWL]HQU\�ZLWK�D�YRLFH�DQG�UHSUHVHQWDWLRQ�LQ�GHFLVLRQ�PDNLQJ�DQG�SROLF\�IRUPXODWLRQ�DV�SRZHU�
KDV�EHFRPH�PRUH�LQVWLWXWLRQDOL]HG�LQ�TXLWH�LPSRUWDQW�ZD\V��

,I� SHUVRQDOL]HG� UXOH� ZDV� WKH� KDOOPDUN� RI�$IULFDQ� SROLWLFV� IURP� LQGHSHQGHQFH� LQ� WKH�
����V� WKURXJK� WR� WKH� ����V�� WKH� HPEUDFH� RI� HOHFWRUDO� SROLWLFV� GXULQJ� WKH� ²7KLUG�:DYH³� RI�
GHPRFUDWL]DWLRQ�RSHQHG�XS�$IULFDQ�SROLWLFDO�V\VWHPV�PRUH�WR�WKH�ZRUNLQJV�RI�LQVWLWXWLRQV�WKDQ�
HYHU�EHIRUH��%XW� WKLV�KDV�EHHQ� ODUJHO\�DW� WKH�SURFHGXUDO� OHYHO��RYHUVLJKW�� ORFDO�DQG�QDWLRQDO�
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SROLWLFDO�UHSUHVHQWDWLRQ��DQG�DW�WKH�OHYHO�RI�H[HUFLVLQJ�PDNLQJ�GHFLVLRQ�SRZHU��PRUH�JHQHUDOO\�
FRQFHLYHG��3XW�DQRWKHU�ZD\��SURFHGXUDO�SRZHU�KDV��WR�D�FRQVLGHUDEOH�GHJUHH��EHHQ�VXEMHFWHG�
WR�WKH�URXWLQHV�DQG�FRQVWUDLQWV�RI�LQVWLWXWLRQV��<HW��WR�EH�VXUH��WKDW�VHHPV�WR�EH�WKH�EHVW�WKDW�WKH�
YDVW�PDMRULW\�RI�WKH�$IULFDQ�FRQWLQHQW�KDV�DFKLHYHG��

,Q� UHDO� VXEVWDQWLYH� WHUPV�� DQG� DW� WKH� OHYHO� RI� LPSOHPHQWLQJ� SROLF\�� LQ� DWWDLQLQJ�
VRFLRHFRQRPLF� WUDQVIRUPDWLRQ��DQG� LPSURYLQJ� WKH�PDWHULDO�FRQGLWLRQV�RI� WKH�PDMRULW\�SRRU��
WKHUH�KDV�EHHQ�OLWWOH�SURJUHVV��$QG�WKLV�LV�DFURVV�WKH�FRQWLQHQW��8JDQGD��IRU�RQH��LV�RI¾�FLDOO\�
UHSRUWHG�WR�KDYH�VLJQL¾�FDQWO\�UHGXFHG�WKH�SHUFHQWDJH�RI�SHRSOH�OLYLQJ�LQ�DEVROXWH�SRYHUW\�IURP�
RYHU�����LQ�WKH�HDUO\�����V�WR�VOLJKWO\�XQGHU�����LQ�������PDLQWDLQHG�LPSUHVVLYH�HFRQRPLF�
JURZWK�DYHUDJLQJ�DERXW����VLQFH�XQGHUWDNLQJ�HFRQRPLF�UHIRUPV�DW�WKH�HQG�RI�WKH�����V��DQG�
DFKLHYHG�XQLYHUVDO� EDVLF� HGXFDWLRQ�� DPRQJ�RWKHU� RYHU�HPSKDVL]HG� VXFFHVVHV��%XW�PDQ\�RI�
WKH�RI¾�FLDO�HFRQRPLF�LQGLFDWRUV�RQ�GLVSOD\�GR�QRW�WDOO\�ZLWK�WKH�DFWXDO��OLYHG�FRQGLWLRQV�RI�WKH�
ZLGHU�8JDQGDQ�VRFLHW\��7KH�DFWXDO�PDWHULDO�FRQGLWLRQV�RI�PRVW�8JDQGDQV��PRVWO\�LQ�UXUDO�DUHDV��
UHPDLQ�XWWHUO\�GLUH��0DQ\�REVHUYHUV�KDYH�ODPHQWHG�WKH�SRRU�UHFRUG�RI�SROLF\�LPSOHPHQWDWLRQ�
LQ� D� UREXVW� DQG� WKRURXJK�PDQQHU� DV� WKH� NH\� UHDVRQ� IRU� WKH� FRQWLQXHG� GLUH� VRFLRHFRQRPLF�
FRQGLWLRQV�RI�PDMRULW\�8JDQGDQV��

:K\�KDV�WKH�PRGHVW�SURJUHVV�LQ�LQVWLWXWLRQDOL]LQJ�GHFLVLRQ�PDNLQJ�SRZHU�WKURXJK��IRU�
H[DPSOH��HOHFWRUDO�DQG�OHJLVODWXUH�LQVWLWXWLRQV�QRW�EHHQ�PDWFKHG�ZLWK�WKH�UHTXLVLWH�LQVWLWXWLRQDO�
FDSDFLW\�WR�H[HFXWH�WKH�PXFK�QHHGHG�VRFLRHFRQRPLF�WUDQVIRUPDWLRQ"�0RUH�VSHFL¾�FDOO\��ZK\�
KDV�8JDQGD�GRQH�ZHOO�LQ�SURGXFLQJ�IDLUO\�LPSUHVVLYH�SROLF\�EOXH�SULQWV�EXW�SHUIRUPHG�SRRUO\�
DW� LPSOHPHQWLQJ� WKHP"�2QH�TXLFN�ZD\� WR�DQVZHU� WKLV�TXHVWLRQ� LV� WR�VD\� WKDW� LW� LV�QDWXUDOO\�
HDV\�WR�PDNH�D�GHFLVLRQ�DQG�IRUPXODWH�D�SROLF\�WKDQ�WR�LPSOHPHQW�RU�H[HFXWH�LW��:KLOH�SROLF\�
IRUPXODWLRQ� FDQ� EH� ORRVHO\� FKDUDFWHUL]HG� DV� D� ²WKHRUHWLFDO³� PDWWHU�� LPSOHPHQWDWLRQ� LV� D�
FRPSOH[O\�SUDFWLFDO�DQG�WHFKQLFDO�SURFHVV��3HUKDSV�ZH�IDLO�LQ�LPSOHPHQWLQJ�SROLFLHV�VLPSO\�
EHFDXVH�ZH�ODFN�WKH�QHFHVVDU\�H[SHUWL]H�DQG�WKH�UHTXLVLWH�WHFKQRFUDWLF�FRPSHWHQFHV�IRU�PRYLQJ�
IURP�SDSHU�WR�SUDFWLFH��IURP�SODQV�DQG�LQWHQWLRQV�WR�FRQFUHWH�SURYLVLRQ�RI�SXEOLF�JRRGV�DQG�
VHUYLFHV��%H�WKDW�DV�LW�PD\��WKLV�VWLOO�EHJV�WKH�TXHVWLRQ�RI�ZK\�ZH�KDYH�QRW�EXLOW�WKH�UHTXLVLWH�
KXPDQ�UHVRXUFH�FDSDFLW\�DQG�WHFKQLFDO�FRPSHWHQFHV�IRU�VXFFHVVIXO�H[HFXWLRQ�RI�SROLFLHV��

7KH�DSSURDFK� WDNHQ� LQ� WKLV�DUWLFOH� LV�RQH�RI�D�SROLWLFDO�VFLHQWLVW�ZLWK�D�PDFUR�SROLWLFDO�
IRFXV�DQG�QRW�D�SROLF\�DQDO\VW�ZLWK�DQ�H\H�RQ�WKH�LQWULFDWH�GHWDLOV�RI�VSHFL¾�F�SROLFLHV��7KXV��
LQ�WDFNOLQJ�WKH�TXHVWLRQ�RI�ZK\�SROLF\�LPSOHPHQWDWLRQ�LQ�8JDQGD�WHQGV�WR�IDLO��,�KDYH�IRFXVHG�
RQ�VSHFL¾�F�IRUP�RI�8JDQGDµV�SROLWLFV�RYHU�WKH�ODVW�IHZ�GHFDGHV�DQG�WKH�QDWXUH�RI�WKH�8JDQGDQ�
VWDWH��,Q�D�VHQVH��,�KDYH�GHOLEHUDWHO\�JRQH�IRU�WKH�ELJ�SLFWXUH�DW�WKH�H[SHQVH�RI�WKH�¾�QHU�GHWDLOV�
RI� VSHFL¾�F� VHFWRUV� DQG�SROLFLHV��3XW� DQRWKHU�ZD\�� LQ� WU\LQJ� WR� VHH� WKH� IRUHVW�� ,� KDYH�KDG� WR�
RYHUORRN�PDQ\�WUHHV��$OVR��WR�PDNH�VHQVH�RI�WKH�8JDQGDQ�GLOHPPD�,�ZLOO�GUDZ�EULHI�FRQWUDVWV�
ZLWK�D�IHZ�RWKHU�$IULFDQ�FRXQWULHV�OLNH�(WKLRSLD��*KDQD��DQG�5ZDQGD��,�PXVW�VWDWH�RQH�FDYHDW�
WKRXJK��0\�NQRZOHGJH�RI�WKH�SROLWLFV��HFRQRP\�DQG�VRFLHW\�RI�WKHVH�WKUHH�FRXQWULHV�LV�UDWKHU�
OLPLWHG�DQG�E\�QR�PHDQV�FDQ�,�FODLP�WR�EH�DQ�H[SHUW�RQ�DQ\��

7KLV�DUWLFOH�SURFHHGV�LQ�WKUHH�SDUWV��7KH�QH[W�VHFWLRQ�RXWOLQHV�8JDQGDµV�PDQ\�SROLF\�EOXH�
SULQWV�DQG�SURYLGHV�DQ�LQ�H[KDXVWLYH�OLVW�RI�WKH�YDULRXV�IDLOHG�SROLFLHV�DQG�SURMHFWV��7KH�VHFRQG�
VHFWLRQ�VNHWFKHV�P\�FHQWUDO�DUJXPHQW�E\�PDNLQJ�WZR�FODLPV��)LUVW��WKDW�DW�WKH�FRUH�RI�WKH�FULVLV�
LQ�LPSOHPHQWLQJ�SROLFLHV�DQG�UHDOL]LQJ�VRFLRHFRQRPLF�WUDQVIRUPDWLRQ�LV�WKH�IDLOXUH�WR�PDUVKDO�



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

WKH�LQVWLWXWLRQDO�FDSDFLW\�WR�LPSOHPHQW�SROLWLFDO�REMHFWLYHV��7KH�VRFLRORJLVW�0LFKDHO�0DQQ�FDOOV�
WKLV�²LQIUDVWUXFWXUDO�SRZHU³��0DQQ�������6ODWHU��������������$W�LWV�FRUH��LQIUDVWUXFWXUDO�SRZHU�
HQWDLOV�WKH�GHJUHH�WR�ZKLFK�WKH�VWDWH�KDV�EXLOW�VXI¾�FLHQW�LQVWLWXWLRQDO�FDSDFLW\�WR�LPSOHPHQW�LWV�
VHW�REMHFWLYHV��8JDQGD� LV� UHSXWHG� WR�KDYH�JRRG�SROLFLHV�EXW� LPSOHPHQWDWLRQ� IDOOV� VKRUW��7KLV��
,� DUJXH�� LV� D� SUREOHP� RI� ZHDN� VWDWH� FDSDFLW\� RU� LQIUDVWUXFWXUDO� SRZHU��$FFRXQWLQJ� IRU� WKLV�
LQVWLWXWLRQDO�DV\PPHWU\�LV�ZKDW�,�DWWHPSW�WR�DGGUHVV�LQ�WKLV�DUWLFOH��7RGD\µV�SRRU�SHUIRUPDQFH�
LQ�WKH�LPSOHPHQWDWLRQ�RI�JRYHUQPHQW�SROLFLHV�FDQ�EH�WUDFHG�WR�WKH�SROLWLFV�RI�²EURDG�EDVH�³�DV�
IDVKLRQHG�E\�3UHVLGHQW�0XVHYHQL�DQG�KLV�1DWLRQDO�5HVLVWDQFH�0RYHPHQW��150��JRYHUQPHQW�
ULJKW�IURP�������7KH�LGHD�RI�²EURDG�EDVH³�DV�WKH�IRXQGLQJ�DSSURDFK�RI�SRZHU�VKDULQJ�EHFDPH�DQ�
HQWUHQFKHG�VWUDWHJ\�RI�PDLQWDLQLQJ�D�KROG�RQ�VWDWH�SRZHU��7KLV�DSSURDFK�HQJHQGHUHG�WKH�ROG�DQG�
GHOHWHULRXV�SDWURQDJH�SROLWLFV�WKDW�JUHDWO\�XQGHUPLQHG�EXLOGLQJ�D�GHYHORSPHQW�RULHQWHG�VWDWH�

'UDZLQJ�VRPH�OHVVRQV�IURP�WKH�H[SHULHQFH�RI�*KDQD��WKH�WKLUG�DQG�¾�QDO�VHFWLRQ�WKUHDGV�
WRJHWKHU�GLVSDUDWH�LGHDV�DQG�DUJXPHQWV�PDGH�LQ�WKH�SUHFHGLQJ�VHFWLRQV�DV�D�ZD\�RI�ORRNLQJ�LQWR�
WKH�IXWXUH��7KLV��,�GR�LQ�OLHX�RI�D�FRQFOXVLRQ��IROORZHG�ZLWK�D�EULHI�QRWH�RI�UHFRPPHQGDWLRQV��,�
FRQFOXGH�WKDW�ZLWKRXW�EUHDNLQJ�WKURXJK�WKH�\RNH�RI�SDWURQDJH�SROLWLFV�DQG�EXLOGLQJ�D�FRPSHWHQW��
PHULW�EDVHG�SXEOLF�VHFWRU��8JDQGD�ZLOO�IRU�ORQJ�SURGXFH�LPSUHVVLYH�SROLF\�EOXH�SULQWV�EXW�ZLWK�
OLWWOH�WR�VKRZ�LQ�VXEVWDQWLYH�WHUPV��7KH�EHVW�ZD\�IRUZDUG�LV�WR�SXVK�WKH�FRXQWU\�WR�IXOO�GHPRFUDWLF�
DQG�DFFRXQWDEOH�JRYHUQPHQW��+DYLQJ�H[SHULPHQWHG�ZLWK�GLIIHUHQW�VKDGHV�RI�QRQGHPRFUDWLF�UXOH�
IRU�WKH�ODVW�KDOI�FHQWXU\�RI�LQGHSHQGHQFH��8JDQGDµV�KRSH�FDQ�RQO\�OLH�LQ�D�V\VWHP�RI�JHQXLQH�
GHPRFUDF\�ZKHUH�WKRVH�KROGLQJ�VWDWH�SRZHU�PXVW�IXOO\�DFFRXQW�QRW�WKURXJK�WKH�¿�DZHG�ULWXDOV�RI�
HOHFWLRQV�EXW�WKURXJK�HYHU\�GD\�FLYLF�VFUXWLQ\�DQG�SXEOLF�RZQHUVKLS�RI�SXEOLF�SROLFLHV��

2XU�0DQ\�*RRG�3ROLFLHV�DQG�3URJUDPV

,Q�WKH�ODVW�WZR�GHFDGHV��WKH�8JDQGDQ�JRYHUQPHQW�DQG�LWV�GHYHORSPHQW�SDUWQHUV�KDYH�SURGXFHG�
D�ORQJ�OLVW�RI�LPSUHVVLYH�SROLF\�EOXHSULQWV��SODQV�RI�DFWLRQ�DQG�SURMHFW�GHVLJQV��$W�WKH�EURDGHU�
OHYHO�� ZH� KDYH� KDG� VRPH� JRRG� VXFFHVVHV� LQ� WKH� DUHD� RI�PDFURHFRQRPLF�PDQDJHPHQW� DQG�
PDLQWDLQHG�D�JHQHUDOO\�IXQFWLRQLQJ�HFRQRP\�ZLWK�PRGHVW�JURZWK��7KH�JRYHUQPHQW�RI�8JDQGD��
XQGHU�WKH�JXLGDQFH�DQG�SURSSLQJ�RI�RXU�IRUHLJQ�¾�QDQFLHUV��HVSHFLDOO\�WKH�:RUOG�%DQN�DQG�WKH�
,QWHUQDWLRQDO�0RQHWDU\�)XQG��VXFFHVVIXOO\�LPSOHPHQWHG�D�VHULHV�RI�SROLF\�UHIRUPV��7KH�UHIRUP�
HIIRUWV�VWDUWHG�DURXQG������ZLWK�6WUXFWXUDO�$GMXVWPHQW�3URJUDP��6$3��,,��D�FRQWLQXDWLRQ�RI�
6$3� ,� XQGHUWDNHQ� GXULQJ� WKH� JRYHUQPHQW� RI�0LOWRQ�2ERWH� LQ� WKH� HDUO\� ����V� �.DIXUHHND�
�������6XFFHVVIXO�LPSOHPHQWDWLRQ�RI�6$3�,,�GHOLYHUHG�LPSUHVVLYH�UHVXOWV��%\�WKH�VWDUW�RI�WKH�
����V�� WKH�150�JRYHUQPHQW� KDG� WXUQHG� DURXQG� DQ� DLOLQJ� HFRQRP\� DQG� D� FROODSVHG� VWDWH��
+HQFHIRUWK��8JDQGD� VWDUWHG� SRVLWLQJ�PRGHVW�*'3�JURZWK� UDWHV� WKDW� DYHUDJHG� ���SHU� \HDU�
XQWLO�DURXQG�������$V�WKH�3UHVLGHQW�KDV�UHSHDWHGO\�KLJKOLJKWHG��RXU�HFRQRP\�KDV�H[SDQGHG�
VLJQL¾�FDQWO\�IURP�D�*URVV�'RPHVWLF�3URGXFW��*'3��RI�DERXW����%LOOLRQ�LQ������WR�DERXW�����
%LOOLRQ�LQ��������+RZHYHU��VLQFH������JURZWK�GURSSHG�VLJQL¾�FDQWO\�WR�D�UHFRUG�ORZ�RI������LQ�
WKH�����������¾�QDQFLDO�\HDU��DFFRUGLQJ�WR�WKH�:RUOG�%DQN�

6RXUFH��:RUOG�%DQN������
�� �7KHVH�DUH�WKH�ODWHVW�GDWD�DYDLODEOH�LQ�WKH�:RUOG�(FRQRP\�2XWORRN�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG�DQG�WKH�

:RUOG�%DQN¶V�GDWDVHW��7KH\�FRQWUDGLFW�WKH�3UHVLGHQW¶V�DVVHUWLRQ�WKDW�WKDW�LQ������8JDQGD¶V�WRWDO�ZHDOWK��*URVV�
'RPHVWLF�3URGXFW��ZDV�D�SDOWU\������ELOOLRQ�EXW� LV�QRZ�DQ� LPSUHVVLYH�����ELOOLRQ��ZKLFK�ZRXOG�PHDQ� WKH�
HFRQRP\�KDV�H[SDQGHG�D�UHPDUNDEOH�VL[WHHQ�WLPHV��,Q�UHDOLW\�WKH�HFRQRP\�KDV�H[SDQGHG�D�PRGHVW�¿�YH�WLPHV�
MXVW�DV�KDYH�PDQ\�GHYHORSLQJ�HFRQRPLHV��7R�EH�VXUH��8JDQGD¶V�JURZWK�KDV�EHHQ�DERYH�WKH�DQQXDO�DYHUDJH�IRU�
6XE�6DKDUDQ�$IULFD�
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)LJXUH���$QQXDO�*'3�JURZWK�IRU�WKH�SDVW�GHFDGH�������������

7KH� &HQWUDO� %DQN� XQGHU� WKH� DEOH� OHDGHUVKLS� RI� (PPDQXHO� 7XPXVLLPH�0XWHELOH� DQG�
WKH�7UHDVXU\�KDYH�GRQH�LPSUHVVLYHO\�ZHOO��UHLJQLQJ�LQ�LQ¿�DWLRQ��PDLQWDLQLQJ�VWDELOLW\�LQ�WKH�
EDQNLQJ�VHFWRU�DQG�DVVXULQJ�D�KHDOWK\�PDFURHFRQRPLF�HQYLURQPHQW��7KH�IHZ�JODULQJ�H[FHSWLRQV�
LQFOXGH�WKH��������FULVLV�ZKHQ�XS�WR�¾�YH�FRPPHUFLDO�EDQNV�ZHUH�FORVHG�DQG�WKH������UXQDZD\�
LQ¿�DWLRQ� IROORZLQJ� PDVVLYH� VSHQGLQJ� RQ� HOHFWLRQV� �.XWHHVD� HW� DO� ������ .DIXUHHND� �������
7KLV�PDFURHFRQRPLF�VWDELOLW\�KDV�HQDEOHG�JURZWK�RI�WKH�SULYDWH�VHFWRU�DV�ZHOO�DV�LQFUHDVH�LQ�
ERWK� ORFDO�DQG�IRUHLJQ� LQYHVWPHQW��3ULYDWH�VHFWRU�OHG�JURZWK�DQG�RYHUDOO�*'3�H[SDQVLRQ� LV�
DWWULEXWDEOH�WR�VXFFHVVIXO�LPSOHPHQWDWLRQ�RI�UHIRUP�SROLFLHV�WKDW�PDGH�8JDQGD�RQH�RI�$IULFDµV�
PRVW�OLEHUDOL]HG�HFRQRPLHV��(FRQRPLF�OLEHUDOL]DWLRQ�ZDV�SXUVXHG�DORQJ�ZLWK�SULYDWL]DWLRQ�RI�
VWDWH�RZQHG�HQWHUSULVHV��62(V��DQG�PDUNHW�GHUHJXODWLRQ�LQ�D�WUL�UHIRUP�SROLF\�DSSURDFK�WKDW�
EHFDPH�NQRZQ�DV�WKH�:DVKLQJWRQ�&RQVHQVXV��<HW��WR�EH�VXUH��WKH�SULYDWL]DWLRQ�H[HUFLVH�ZDV�RQH�
RI�WKH�HDUO\�FDVHV�RI�SRRU�SROLF\�LPSOHPHQWDWLRQ�XQGHU�WKH�150�JRYHUQPHQW��$OWKRXJK�PRVW�
62(V�ZHUH�GLVSRVHG�RI��WKH�PDQQHU�LQ�ZKLFK�LW�ZDV�GRQH�SUHVDJHG�WKH�ODUJH�VFDOH�FRUUXSWLRQ�
DQG�PDOIHDVDQFH�WKDW�ZRXOG�HDW�WKURXJK�DOO�DUHDV�RI�WKH�SXEOLF�VHFWRU�DQG�EHFRPH�DV�HQGHPLF�
DV�LV�REVHUYDEOH�WRGD\��

7KH� QHZ� :DVKLQJWRQ� &RQVHQVXV� GULYHQ� HFRQRPLF� UHIRUPV� VRXJKW� WR� HQWUHQFK� WKH�
QHROLEHUDO�FUHHG�RI�²OHDYLQJ�HYHU\WKLQJ�WR�WKH�PDUNHW³�WKURXJK�WKH�WUL�SROLF\�RI�GHUHJXODWLRQ��
OLEHUDOL]DWLRQ�DQG�SULYDWL]DWLRQ��7KH�WKUXVW�RI�WKH�QHROLEHUDO�HFRQRPLF�DSSURDFK�VXUPLVHV�WKDW�
QHLWKHU�QDWXUDO� UHVRXUFH�HQGRZPHQWV�QRU�KXPDQ�UHVRXUFH�FDSDELOLWLHV�FDQ�SURSHO�JURZWK� LQ�
D�SRRU�FRXQWU\�RU�WUDQVIRUP�VRFLHW\��5DWKHU��VR�JRHV�WKH�DUJXPHQW��WKDW�ZKDW�LV�FULWLFDO�LV�WKH�
ULJKW� SROLF\� IUDPHZRUN� WKDW� HQDEOHV� WKH� IUHH�PDUNHW� ORJLF� WR� RSHUDWH��<HW�� QHHGOHVV� WR� VD\��
WKH�8JDQGDQ�JRYHUQPHQW�GLG�QRW�OHDYH�HYHU\WKLQJ�WR�WKH�PDUNHW��,QVWHDG��LW�VLPXOWDQHRXVO\�
HPEDUNHG�RQ�D�ZLGH�UDQJH�RI�SROLF\�LQLWLDWLYHV�DLPHG�DW�¾�JKWLQJ�SRYHUW\�DQG�LPSURYLQJ�WKH�
ZHOO�EHLQJ�RI�WKH�PDMRULW\�SRRU��

8QGHU� WKH�DXVSLFHV�RI� WKH�:RUOG�%DQN�� WKURXJKRXW� WKH�����V�DQG�����V� WKH�8JDQGDQ�
JRYHUQPHQW� HPEUDFHG� D� VHULHV� RI� DQWL�SRYHUW\� SURJUDPV� EXW� ZKLFK� ZHUH� SXUVXHG� LQ� D�
WHFKQRFUDWLF�PDQQHU��$PRQJ�WKHP�LQFOXGHG�WKH�3RYHUW\�(UDGLFDWLRQ�$FWLRQ�3ODQ��3($3���WKH�
3RYHUW\�5HGXFWLRQ�6WUDWHJ\�3DSHU��3563��DQG�WKH�3DUWLFLSDWRU\�3RYHUW\�$VVHVVPHQW�3URFHVV�
�33$3���,Q�DGGLWLRQ��RYHU�WKH�ODVW�WZR�GHFDGHV�ZH�KDYH�KDG�D�ORQJ�OLVW�RI�QDWLRQDO�GHYHORSPHQW�
SROLFLHV�DQG�SURJUDPV��DPRQJ�ZKLFK�LQFOXGH��
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�� 7KH�3ODQ�IRU�0RGHUQL]DWLRQ�RI�$JULFXOWXUH��30$��

�� 7KH�1DWLRQDO�$JULFXOWXUDO�$GYLVRU\�6HUYLFHV��1$$'6��

�� 7KH�1RUWKHUQ�8JDQGD�6RFLDO�$FWLRQ�)XQG��186$)��

�� 7KH�0HGLXP�7HUP�&RPSHWLWLYH�6WUDWHJ\�IRU�WKH�3ULYDWH�6HFWRU�

�� 7KH�1DWLRQDO�'HYHORSPHQW�3ODQ��1'3�

�� 7KH�9LVLRQ�������DQG�WKH�UHFHQWO\�ODXQFKHG�9LVLRQ������

%\� SXUVXLQJ� GHYHORSPHQWDOLVW� SROLFLHV� DQG� SURJUDPV�� WKH� 8JDQGDQ� JRYHUQPHQW� ZDV�
DFXWHO\�DZDUH�RI�WKH�QHHG�WR�FRPELQH�WKH�LQYLVLEOH�KDQG�RI�WKH�PDUNHW�ZLWK�WKH�YLVLEOH�H\H�RI�
WKH�VWDWH�WR�PRELOL]H�DQG�FKDQQHO�UHVRXUFHV�WRZDUGV�UDSLG�LQGXVWULDOL]DWLRQ�JLYHQ��DV�$OH[DQGHU�
*HUVFKHQNURQ�ZRXOG�VD\��RXU�²UHODWLYH�EDFNZDUGQHVV³��*HUVFKHQNURQ��������7KH�DERYH�OLVW�
RI�GHYHORSPHQW�SROLFLHV�DQG�SURJUDPV�VKRZ�WKDW�WKH�8JDQGDQ�JRYHUQPHQW�GLG�QRW�IXOO\�EX\�
LQWR�WKH�²WULFNOH�GRZQ�HFRQRPLFV³�RI�QHRFODVVLFDO�HFRQRPLFV�DV�UHFDVW�XQGHU�WKH�:DVKLQJWRQ�
&RQVHQVXV� LQ� WKH�HUD�RI�QHROLEHUDOLVP��7KHVH�SROLFLHV�DQG�SURJUDPV�VXJJHVW� WKDW� WKH�150�
JRYHUQPHQW�UHMHFWHG�WKH�QHROLEHUDO�VWDQFH�WKDW�WKH�VWDWH�VKRXOG�EH�D�QLJKW�ZDWFKPDQ�DQG�QRW�DQ�
DFWLYH�SOD\HU�LQ�GULYLQJ�HFRQRPLF�SHUIRUPDQFH��%X�ZKDW�LV�WKH�UHSRUW�FDUG�OLNH"

$OWKRXJK� ZH� KDYH� VRPH� LPSUHVVLYH� RI¾�FLDO� ¾�JXUHV� UHODWLQJ� WR� VXEVWDQWLDO� UHGXFWLRQ�
LQ� WKH� OHYHOV� RI� DEVROXWH�SRYHUW\�� WKH� H[SRQHQWLDO� JURZWK� LQ�SULPDU\� DQG� VHFRQGDU\� VFKRRO�
HQUROPHQW��WKH�VLJQL¾�FDQW�LQFUHDVH�LQ�KHDOWK�IDFLOLWLHV��PRVWO\�KHDOWK�FHQWHUV�DV�EXLOGLQJV�DQG�
DFWXDO�IXQFWLRQLQJ�IDFLOLWLHV���DWWDLQPHQW�RI�QHDU�WRWDO�LPPXQL]DWLRQ�RI�LQIDQWV��LQFUHDVH�LQ�WKH�
DPRXQW�RI�SDYHG�URDGV��HWF���RYHUDOO�VRFLRHFRQRPLF�WUDQVIRUPDWLRQ�UHPDLQV�HOXVLYH��7KH�URV\�
SLFWXUH�SDLQWHG�E\�RI¾�FLDO�VWDWLVWLFV� LV�D�IDU�FU\�IURP�WKH�DFWXDO� OLYHG�FRQGLWLRQV�RI� WKH�YDVW�
PDMRULW\�RI�8JDQGDQV��:HDN�LQVWLWXWLRQDO�FDSDFLW\�WR�GLUHFW�WUDQVIRUPDWLRQ�LV�DW�WKH�FRUH�RI�WKH�
IDLOXUH�WR�DWWDLQ�WKH�SURPLVH�RI�SURVSHULW\�DQG�WUDQVIRUPDWLRQ�WKDW�KDV�FRQWLQXRXVO\�DSSHDUHG�
LQ�3UHVLGHQW�0XVHYHQLµV�HOHFWLRQ�PDQLIHVWRHV�VLQFH�������:K\�KDV�SROLF\�LPSOHPHQWDWLRQ�LQ�
8JDQGD�QRW�\LHOGHG�WKH�WUDQVIRUPDWLRQ�WKDW�ZH�FUDYH�IRU"�,W�LV�WR�WKLV�TXHVWLRQ�WKDW�,�WXUQ�LQ�WKH�
QH[W�VHFWLRQ�

7KH�$UJXPHQW�DQG�(YLGHQFH

,� PDNH� WZR� DUJXPHQWV� LQ� WKLV� DUWLFOH�� )LUVW�� WKH� SRRU� UHFRUG� RI� SROLF\� LPSOHPHQWDWLRQ� LQ�
8JDQGD�LV�EHFDXVH�WKH�SRZHU�WR�H[HFXWH�RU�LPSOHPHQW�GHFLVLRQV�LV�ZHDNO\�LQVWLWXWLRQDOL]HG��
,Q�RWKHU�ZRUGV��WKH�8JDQGDQ�VWDWHµV�²LQIUDVWUXFWXUDO�FDSDFLW\³�LV�ZHDN��$QG�EHFDXVH�GHFLVLRQ�
SROLF\�LPSOHPHQWDWLRQ�SRZHU� LV�ZHDNO\� LQVWLWXWLRQDOL]HG�� LW� LV�PRUH�RIWHQ� WKDQ�QRW�RSHQ� WR�
SDUWLFXODULVWLF� LQWHUHVWV� RI� LQGLYLGXDO� SROLWLFDO� SOD\HUV�� FLYLO� VHUYDQWV� DQG� HFRQRPLF� HOLWHV��
7KH�IDLOXUH�WR�LQVWLWXWLRQDOL]H�WKH�SRZHU�WR�H[HFXWH�GHFLVLRQV�OHDYHV�IHUWLOH�JURXQG�IRU�JUDQG�
FRUUXSWLRQ��UHQW�VHHNLQJ�DQG�ODUJH�VFDOH�LQFRPSHWHQFH�LQ�WKH�SXEOLF�VHFWRU��:HDN�LQVWLWXWLRQDO�
FDSDFLW\�H[SRVHV�WKH�SXEOLF�VHFWRU�WR�V\VWHPLF�LQHI¾�FLHQF\�DQG�LQVWLWXWLRQDOL]HG�LQFRPSHWHQFH��
,W�DOVR�PHDQV�WKDW�WKHUH�LV�QR�LQFHQWLYH�V\VWHP�WKDW�UHZDUGV�SHUIRUPDQFH�DQG�SXQLVKHV�QRQ�
SHUIRUPDQFH��

0RUH� SUHFLVHO\�� WKHUH� LV� GHDUWK� RI� D� PHULW� DQG� SHUIRUPDQFH�EDVHG� SXEOLF� VHFWRU�� 7KH�
DEVHQFH�RI�VXFK�D�V\VWHP�LV�EHFDXVH�IRU�WKH�PRVW�SDUW�WKH�150�JRYHUQPHQW�KDV�WHQGHG�WR�GHULYH�
LWV�SROLWLFDO�OHJLWLPDF\�WR�UXOH�QRW�IURP�SHUIRUPDQFH�EXW�IURP�SDWURQDJH��QRW�IURP�SURYLVLRQ�
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RI�FULWLFDO�SXEOLF�JRRGV�DQG�VHUYLFHV�IRU�WKH�ZLGHU�SXEOLF��EXW�IURP�EXLOGLQJ�D�QHWZRUN�RI�HOLWH�
VXSSRUWHUV�DQG�WKHLU�IROORZHUV�ZKR�SUR¾�WHHU�IURP�WKH�V\VWHP�HLWKHU�GLUHFWO\�RU�RWKHUZLVH��:KDW�
ZH�KDYH�WKHQ�LV�W\SLFDO�RI�ZKDW�SROLWLFDO�VFKRODUV�KDYH�ORQJ�FKDUDFWHUL]HG�DV�SDWURQDJH�SROLWLFV��
RU�ZLWK�D�PRUH�VSHFL¾�F�UHIHUHQFH�WR�$IULFD�DV�QHR�SDWULPRQLDO�UXOH��

1RZ�� WKLV� REVHUYDWLRQ� LV� QHLWKHU� QHZ� QRU� SDUWLFXODUO\� QRYHO�� HVSHFLDOO\� IRU� RQH� ZKR�
KDV�FORVHO\�IROORZHG�GHEDWHV�RQ�WKH�FULVHV�RI�WKH�SRVWFRORQLDO�$IULFDQ�VWDWH�VLQFH�WKH�����V��
$IULFDQLVW� VFKRODUV� KDYH� WUDFHG� WKH� GHOHWHULRXV� SROLWLFV� RI� SDWURQDJH� WR� WKH� FRORQLDO�PRGHV�
RI� UXOH� WKDW� VRXJKW� WR� DFKLHYH� OHJLWLPDF\� DQG� FRQVROLGDWH� FRORQLDO� UXOH� E\� EX\LQJ� ORFDO�
QRWDEOHV�DQG�HOLWH�SRZHU�EURNHUV��7KH� VDPH�PRGHV�RI� UXOH�ZHUH� UHSOLFDWHG�DQG� UHSURGXFHG�
E\�SRVWFRORQLDO�UXOHUV�ZKR�WHQXRXVO\�KHOG�VWDWH�SRZHU�WKURXJK�EX\LQJ�RII�UHJLRQDO�DQG�HWKQLF�
SRZHU�EURNHUV�ZKR�SRVHG�WKUHDWV�WR�WKH�FHQWUDO�JRYHUQPHQW��:LWK�VSHFL¾�F�UHIHUHQFH�WR�1LJHULD��
SROLWLFDO�VFLHQFH�VFKRODU�5LFKDUG�-RVHSK�UHIHUUHG�WR�WKLV�PRGH�RI�UXOH�DV�²SUHEHQGDOLVP�³�WR�
GHQRWH�WKH�XVH�RI�SXEOLF�RI¾�FHV�WR�JDLQ�DFFHVV�WR�XQEULGOHG�PDWHULDO�EHQH¾�WV�IRU�RQHVHOI�DQG�
IRU�GLVWULEXWLRQ�WR�FRQVWLWXHQWV�DQG�FURQLHV��5HODWHGO\��'RQDOG�5RWKFKLOG�UHIHUUHG�WR�WKH�RYHUDOO�
SUDFWLFH�DV�²KHJHPRQLDO�H[FKDQJH³�ZKHUHE\�LQWHU�HWKQLF�DQG�LQWUD�HOLWH�EDUJDLQV�WUDPS�IRUPDO�
LQVWLWXWLRQDO�SURFHVVHV��5RWKFKLOG��������2Q�KLV�SDUW��WKH�DQWKURSRORJLVW�-HDQ�)UDQoRLV�%D\DUW�
FDOOHG� LW� ²UHFLSURFDO� DVVLPLODWLRQ� RI� HOLWHV³� �%D\DUW� ������� %XW�ZK\� KDV� SDWURQDJH� SROLWLFV�
DQG�QRW�SHUIRUPDQFH�EDVHG�UXOH�SHUVLVWHG�LQ�SRVWFRORQLDO�$IULFD�HYHQ�DIWHU�GHFDGHV�RI�PDMRU�
FKDQJHV�RI�ERWK�D�UHYROXWLRQDU\�DQG�UHIRUP�QDWXUH"

,Q� WKH� ����V� DQG� ��V�ZH� KDG� D� JURXS� RI�$IULFDQ� UHYROXWLRQDU\� JURXSV� DQG� D� FURS� RI�
OHDGHUV�ZKR�VRXJKW�WR�WXUQ�DURXQG�WKH�EDG�SROLWLFV�RI�WKH�LPPHGLDWH�SRVW�LQGHSHQGHQFH�HUD�DQG�
WKH�FRUUXSW�VWDWH�EHTXHDWKHG�E\�FRORQLDO�UXOH��7KH\�DQQRXQFHG�UHYROXWLRQV��+RZHYHU��DW�EHVW�
WKH\�VXSHULQWHQGHG�UHIRUP�LQLWLDWLYHV��PDQ\�RI�ZKLFK�XQGRXEWHGO\� IXQGDPHQWDOO\� LPSDFWHG�
WKHLU�UHVSHFWLYH�VWDWHV�DQG�VRFLHWLHV��$PRQJ�WKHVH�JURXSV��DQG�OHDGHUV��LQFOXGHG�WKH�1DWLRQDO�
5HVLVWDQFH�0RYHPHQW� �150�� OHG� E\� 3UHVLGHQW�<RZHUL�0XVHYHQL�� %XW�ZK\� GLG� WKH�150�
UHYROXWLRQ�WKDW�GLPLQLVKHG�LQWR�D�SDFNDJH�RI�H[WHUQDOO\�GLFWDWHG�HFRQRPLF�DQG�SROLWLFDO�UHIRUPV�
IDLO� LQ� UHFRQ¾�JXULQJ� WKH�8JDQGDQ�VWDWH�DZD\�IURP�WKH�FRORQLDO�DQG�SRVWFRORQLDO�SROLWLFV�RI�
SDWURQDJH"�7KLV�EULQJV�PH�WR�WKH�VHFRQG�DUJXPHQW�RI�WKLV�DUWLFOH�

7KH� FXUUHQW�ZHDN� VWDWH� FDSDFLW\� DQG� WKH� IDLOXUH� WR� EXLOG� UREXVW� LQIUDVWUXFWXUDO� SRZHU��
WKXV�PDNLQJ�SROLF\�LPSOHPHQWDWLRQ�ODUJHO\�XQVXFFHVVIXO��FDQ�EH�WUDFHG�WR�WKH�150�FRDOLWLRQ�
SROLWLFV�RI�²EURDG�EDVH�³�7KH�SROLWLFV�RI�²EURDG�EDVH³�LQHYLWDEO\�UHLQWURGXFHG�WKH�ROG�PRGHV�
RI�UXOH�ZKHUH�SROLWLFDO�OHJLWLPDF\�LV�DFKLHYHG�WKURXJK�HOLWH�SROLWLFDO�LQFOXVLRQ�DQG�FRRSWDWLRQ�
DW�WKH�H[SHQVH�RI�DOO�URXQG�VRFLRHFRQRPLF�WUDQVIRUPDWLRQ��$OWKRXJK�WKH�150�KDG�HPHUJHG�
PLOLWDULO\�YLFWRULRXV�LQ�������LQ�SDUW�GXH�WR�WKH�LQWHUQDO�PHOWGRZQ�LQ�WKH�2ERWH�,,�JRYHUQPHQW�
DQG�WKH�GLVLQWHJUDWLRQ�RI�WKH�JRYHUQPHQW�DUP\��LW�GLG�QRW�KDYH�D�VWURQJ�SROLWLFDO�EDVH�EH\RQG�
LWV�EDVHV�LQ�WKH�/XZHUR�7ULDQJOH��%\�WKH�WLPH�LW�FDSWXUHG�.DPSDOD�LQ�HDUO\�������WKH�150�
KDG�QHLWKHU�D�VWURQJ�PLOLWDU\�SUHVHQFH�QRU�D�YDVW�SROLWLFDO�LQ¿�XHQFH�RXWVLGH�%XJDQGD�DQG�WKH�
VRXWKZHVWHUQ�UHJLRQV��

/LWWOH� ZRQGHU�� WKHUHIRUH�� WKDW� EHIRUH� ORQJ� WKH� QHZ� JRYHUQPHQW� LQ� .DPSDOD� IDFHG�
LQVXUJHQFLHV� LQ� WKH� HDVW�� QRUWKHDVW� �7HVR��� LQ�PRVW� RI� WKH� QRUWK� DQG� WKH�:HVW�1LOH� UHJLRQV��
:LWK�D�UHPDUNDEOH�NQDFN�IRU�PLOLWDU\�FRQIURQWDWLRQ�� WKH�QHZ�&RPPDQGHU� LQ�&KLHI�UHOLVKHG�
¾�JKWLQJ� WKHVH� LQVXUJHQFLHV��+H�SHUKDSV�EHOLHYHG�KH�ZRXOG�HDVLO\�GHIHDW� WKHP��$IWHU�DOO�KLV�
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1DWLRQDO�5HVLVWDQFH�$UP\��15$��LQWUHSLG�JXHUULOOD�¾�JKWHUV��DQG�PHWLFXORXV�FRPPDQGHUV��KDG�
GHIHDWHG�WKH�HQWLUH�FRHUFLYH�PDFKLQHU\�RI�WKH�8JDQGDQ�VWDWH�XQGHU�0LOWRQ�2ERWH��7KH\�KDG�
DOVR�GHIHDWHG�WKH�VKRUW�OLYHG�MXQWD�JRYHUQPHQW�RI�7LWR�2NHOOR�DQG�%D]LOLR�2NHOOR��,QGHHG��WKH�
15$�DQG�ODWHU�83')�GHIHDWHG�PRVW�LQVXUJHQF\�JURXSV�E\�WKH�HQG�RI�WKH�¾�UVW�GHFDGH�RI�150�
UXOH�ZLWK�WKH�SDLQIXO�H[FHSWLRQ�RI�WKH�/RUG�5HVLVWDQFH�$UP\�LQ�WKH�QRUWK�DQG�ODWHU�WKH�$OOLHG�
'HPRFUDWLF�)RUFHV�LQ�WKH�ZHVW��

+RZHYHU��GHIHDWLQJ� LQVXUJHQFLHV�ZDV�QHYHU�JRLQJ� WR�EH� WKH�HQG�RI�SROLWLFDO� WKUHDWV� WR�
150�SRZHU�DQG�3UHVLGHQW�0XVHYHQLµV�UXOH��,I�DQ\WKLQJ�� WKH�DEVHQFH�RI�DUPHG�FRQ¿�LFW�DQG�
FRQVROLGDWLRQ� RI� VHFXULW\� RI� SHUVRQ� DQG� SURSHUW\� ZRXOG�PDNH� LW� IHDVLEOH� WR� KDYH� FUHGLEOH�
FLYLOLDQ�SROLWLFDO�FRQWHVWV�JLYHQ�WKDW�HOHFWRUDO�SROLWLFV�KDG�EHFRPH�D�JOREDOO\�DFFHSWHG�QRUP��
7KLV�ZRXOG�SRVVLEO\�H[SRVH�150µV�SROLWLFDO�YXOQHUDELOLW\�DQG�ODFN�RI�FRXQWU\�ZLGH�VXSSRUW�
HVSHFLDOO\� LQ� WKH� JUHDWHU� QRUWK� DQG� QRUWKHDVW�� ,QGHHG�� DV� ZH� VDZ� LQ� VXFFHVVLYH� HOHFWLRQV��
HVSHFLDOO\������DQG�������ZLWKRXW�KDUNHQLQJ�WR�SHDFH�DQG�VHFXULW\�FRQFHUQV�DQG�UHPLQGLQJ�
8JDQGDQV�RI�SDVW�LQVHFXULW\��MXVWLI\LQJ�3UHVLGHQW�0XVHYHQLµV�FRQWLQXHG�VWD\�LQ�SRZHU�EHFDPH�
LQFUHDVLQJO\�GLI¾�FXOW��7KXV��KLV�EHVW�EHW�UHPDLQHG�WKH�²EURDG�EDVH³�DUUDQJHPHQW��RI�FRRSWLQJ�
DV�PDQ\�LQ¿�XHQWLDO�HOLWHV�DV�WKHUH�ZDV�URRP�DQG�UHVRXUFHV�WR�DFFRPPRGDWH�WKHP��7KLV�EHFDPH�
WKH�PDLQVWD\�RI�150�UXOH�DQG�3UHVLGHQW�0XVHYHQL�NH\�VWUDWHJ\�RI�KROGLQJ�RQWR�VWDWH�SRZHU��

7KH�²EURDG�EDVH³�DV�WKH�PDLQVWD\

7KH� HUD� RI� HOHFWRUDO� SROLWLFV� SUHVHQWHG� D� QHZ� VODWH� DQG� XQIDPLOLDU� FKDOOHQJHV� WR� 3UHVLGHQW�
0XVHYHQL��1RW�XVHG�WR�WKH�YDJDULHV�RI�HOHFWRUDO�SROLWLFV��KH�QRZ�KDG�WR�IDFH�D�V\VWHP�ZKHUH�WKH�
IRUPDO�UXOHV�JRYHUQLQJ�D�FUHGLEOH�HOHFWRUDO�SURFHVV�PXVW�EH�FHUWDLQ�HQRXJK�DQG�FOHDUO\�ODLG�RXW�
WR�DOO�VWDNHKROGHUV��<HW��DV�$GDP�3U]HZRUVNL��������KDV�DUJXHG��LQ�D�FUHGLEOH�HOHFWLRQ�WKH�¾�QDO�
RXWFRPH�DV�WR�ZKR�HPHUJHV�ZLQQHU�PXVW�KDYH�VRPH�GHJUHH�RI�XQSUHGLFWDELOLW\�DQG�XQFHUWDLQW\��
7KH�¾�UVW�JHQHUDO�HOHFWLRQV�LQ������SUHVHQWHG�WKH�¾�UVW�WHVW�WR�3UHVLGHQW�0XVHYHQL��7KH�HOHFWLRQV�
¿�DJJHG�WKH�OLNHOLKRRG�RI�ORVLQJ�SRZHU�LI�WKH�²EURDG�EDVH³�ZDV�QRW�PDLQWDLQHG��7KH�150�ORVW�
SDUW�RI�LWV�UXOLQJ�FRDOLWLRQ�RI�SROLWLFLDQV�LQ�3DXO�6VHPRJHUHUH��-RKQ�6HEDQD�.L]LWR�DQG�RWKHU�
PHPEHUV�RI�WKH�'HPRFUDWLF�3DUW\�ZKR�WHDPHG�XS�ZLWK�VR�FDOOHG�²PXOWLSDUW\LVWV�³�LQFOXGLQJ�
PHPEHUV�RI�WKH�8JDQGD�3HRSOHµV�&RQJUHVV��83&��OLNH�'DUOLQJWRQ�6DNZD��WR�IRUP�WKH�,QWHU�
3DUW\�)RUFHV�&RRSHUDWLRQ��,3)&���$OWKRXJK�0XVHYHQL�ZRQ�WKH������HOHFWLRQV�ZLWK�D�ODQGVOLGH��
WKH�GHQW�FUHDWHG�E\�WKH�GHSDUWXUH�RI�6VHPRJHUHUH�DQG�RWKHUV�ZDV�UHDO��,W�ZDV�D�ZDNH�XS�FDOO�WR�
WKH�QHHG�IRU�PDLQWDLQLQJ�D�²EURDG�EDVH�³�

6RPH�SROLWLFDO� DQDO\VWV� OLNH�86�EDVHG�8JDQGDQ�SROLWLFDO� VFLHQWLVW� -RVKXD�5XERQJR\D��
DQG� SROLWLFDO� SOD\HUV� OLNH� RSSRVLWLRQ� OHDGHU� 'U�� .LL]D� %HVLJ\H�� KDYH� QRWHG� WKDW� DORQJ� WKH�
ZD\�WKH�150�GHWUDFWHG�IURP�LWV�RULJLQDO�²EURDG�EDVH³�DUUDQJHPHQW��7KLV�ZDV�LQ�IDFW�RQH�RI�
WKH�FHQWUDO�DUJXPHQWV�LQ�'U��%HVLJ\HµV�IDPRXV������PLVVLYH�� WKH�PLVVLYH�WKDW� WKUXVW�KLP�LQ�
WKH�QDWLRQDO�SROLWLFDO� OLPHOLJKW�ZKHUH�KH�KDV� UHPDLQHG�� WR�GDWH�� DV� WKH� OHDGLQJ�RSSRQHQW� WR�
3UHVLGHQW�0XVHYHQL��3URIHVVRU�5XERQJR\D�RQ�KLV�SDUW�DUJXHV�WKDW�WKH�150�JUDGXDOO\�VKLIWHG�
IURP�SROLWLFDO�²EURDG�EDVH³�WR�HWKQLF�DQG�UHJLRQDO�EURDG�EDVH��,�ZLVK�WR�UHVSHFWIXOO\�GLIIHU��

,W�LV�P\�FRQWHQWLRQ�WKDW�WKH�150�DQG�3UHVLGHQW�0XVHYHQL�KDYH�KHOG�SROLWLFDO�SRZHU�E\�
PDLQWDLQLQJ� D� ²EURDG�EDVHG³� JRYHUQPHQW�� D� V\VWHP� WKDWµV� LQ¾�QLWHO\� LQFOXVLYH� RI� LQGLYLGXDO�
SROLWLFDO�HOLWHV�DQG�FRRSWV�ZKRHYHU�\LHOGV�WR�LQFHVVDQW�FRXUWLQJ��SROLWLFDO�FDMROLQJ�DQG�FRHUFLRQ�
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WHPSHUHG�ZLWK�PDWHULDO�LQGXFHPHQWV��7KH�HYHU�JURZLQJ�VL]H�RI�&DELQHW��WKH�ORQJ�OLVW�RI�5'&V��
WKH�FRXQWOHVV�QXPEHUV�RI�3UHVLGHQWLDO�$GYLVHUV�� WKH� VWXSHQGRXV�VL]H�RI�3DUOLDPHQW�� HWF��� DOO�
DWWHVW� WR� WKH� IDFW� WKDW� WKH� UXOLQJ�VWUDWHJ\� UHPDLQV�RQH�RI�²EURDG�EDVH�³�7KH�FRRSWDWLRQ� LV�DW�
RQFH�ERWK�HWKQR�UHJLRQDO�DQG�SROLWLFDO��LW�FDUHIXOO\�WUHDGV�WKH�UHOLJLRXV�GLYLGHV�DQG�WDNHV�FDUH�
RI�UHJLRQDO�EDODQFLQJ��7KH�VWUDWHJ\�KDV�EHHQ�WR�DSSHDVH�HWKQR�UHJLRQDO�SRZHU�EURNHUV�ZKLOH�DW�
WKH�VDPH�WLPH�ZLQQLQJ�RYHU�SURPLQHQW�QDWLRQDO�OHDGHUV�HVSHFLDOO\�WKRVH�LQ�IRUPDO�RSSRVLWLRQ��
7KH������GHIHFWLRQ��RQ�WKH�HYH�RI�WKH������JHQHUDO�HOHFWLRQV��RI�WKUHH�SURPLQHQW�PHPEHUV�RI�
WKH�8JDQGD�3HRSOHµV�&RQJUHVV��83&���+HQU\�0D\HJD��2VLQGH�:DQJZRU�DQG�%DGUX�:HJXOR��
LV�TXLWH�LQVWUXFWLYH��

6RXUFH��&RPSLOHG�IURP�$QQXDO�9ROXPHV�RI�$IULFD�6RXWK�RI�WKH�6DKDUD��(XURSD�3XEOLFDWLRQV�

)LJXUH���6L]H�RI�&DELQHW�IURP����������

7KH�DERYH�JUDSK�VKRZV�WKDW�WKH�150�VWDUWHG�RXW�ZLWK�D�UHODWLYHO\�OHDQ�JRYHUQPHQW��RI�OHVV�
WKDQ����PLQLVWHUV��LQ�������%XW�WKH�VL]H�RI�&DELQHW�VRRQ�EXOJHG�DV�3UHVLGHQW�0XVHYHQL�VRXJKW�
WR� FRRSW� LPSRUWDQW�SROLWLFDO� HOLWHV� DQG�DSSHDVH�GLIIHUHQW� VRFLDO� FRQVWLWXHQFLHV��%\������ WKH�
VL]H�RI�&DELQHW�KDG�DOPRVW�GRXEOHG��1RWH�WKDW�WKLV�ZDV�DOVR�WKH�WLPH�ZKHQ�WKH�WKHQ�LQWHULP�
QDWLRQDO� OHJLVODWXUH�� WKH�1DWLRQDO�5HVLVWDQFH�&RXQFLO� �15&���ZDV� H[SDQGHG� DIWHU� HOHFWLRQV�
ZHUH�KHOG�IURP�WKH�ORZHVW��YLOODJH��OHYHO�WR�WKH�QDWLRQDO�OHYHO��+RZHYHU��WKH�VL]H�RI�&DELQHW�
SUHFLSLWRXVO\�FDPH�GRZQ�DW�WKH�KHLJKW�RI�LPSOHPHQWLQJ�HFRQRPLF�SROLF\�UHIRUPV�EHWZHHQ������
DQG�������7KHVH�UHIRUPV�QHFHVVLWDWHG�GRZQVL]LQJ�WKH�FLYLO�VHUYLFH��GLYHVWLQJ�VWDWH�SDUDVWDWDOV�
DQG�XQGHUWDNLQJ�DXVWHULW\�PHDVXUHV�LQ�JRYHUQPHQW�ZKLFK�LQHYLWDEO\�FDOOHG�IRU�VFDOLQJ�GRZQ�
WKH�VL]H�RI�&DELQHW��4XLWH�UHPDUNDEO\��DW�WKH�WLPH�RI�PDNLQJ�WKH������FRQVWLWXWLRQ��WKH�VL]H�RI�
&DELQHW�KDG�GURSSHG�EHORZ�WKDW�RI�������%XW�WKLV�ZDV�VKRUW�OLYHG��%HIRUH�ORQJ��WKH�SUHVVXUHV�
RI�HOHFWRUDO�SROLWLFV�VRRQ�SURGXFHG�D�SXVK�IDFWRU�IRU�H[SDQGLQJ�QRW�MXVW�WKH�VL]H�RI�&DELQHW�EXW�
WKH�HQWLUH�SXEOLF�VHFWRU��

7KXV�� VLQFH� ����� LW� KDV� EHHQ� DQ� XSZDUG�PRYHPHQW� DOO� WKH�ZD\��$ORQJ�ZLWK� &DELQHW�
KDV�EHHQ�WKH�SKHQRPHQDO�JURZWK�RI� WKH�QXPEHU�RI�RWKHU�SROLWLFDO�DSSRLQWHHV��PRVW�QRWDEO\�
5HVLGHQW�'LVWULFW�&RPPLVVLRQHUV� DV� D� UHVXOW�RI� WKH�XQSUHFHGHQWHG�SUROLIHUDWLRQ�RI�GLVWULFWV��
3UHVLGHQWLDO�$GYLVHUV�DQG�$VVLVWDQWV�RQ�MXVW�DERXW�HYHU\WKLQJ��7LWOHV�RI�3UHVLGHQWLDO�$GYLVHUV�
DQG�$VVLVWDQWV�DUH�LQQRYDWLYHO\�YDULHG��WR�ZLW��6SHFLDO�3UHVLGHQWLDO�$VVLVWDQWV�RQ�VRPHWKLQJ��
6HQLRU�3UHVLGHQWLDO�$VVLVWDQW��6HQLRU�RU�6SHFLDO�3UHVLGHQWLDO�$GYLVHU�RQ�WKLV�DQG�WKH�RWKHUª�
/RFDO� PHGLD� UHFHQWO\� UHSRUWHG� WKDW� 3UHVLGHQW� 0XVHYHQL� KDV� FORVH� WR� ���� DGYLVHUV� ZKRVH�
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PRQWKO\� ZDJH� ELOO� DPRXQWV� WR� DERXW� �� ELOOLRQ� VKLOOLQJV� �0ZDQJXK\D� ������ .DD\D� �������
:KHQ�RQH�FRQVLGHUV�RWKHU�EHQH¾�WV�DQG�SULYLOHJHV�OLNH�D�FDU��DUPHG�VHFXULW\�JXDUGV�DQG�RI¾�FH�
FRVWV��WKH�VFDOH�RI�UHVRXUFHV�VSHQW�RQ�SUHVLGHQWLDO�DGYLVHUV�DQG�DVVLVWDQWV��PDQ\�RI�ZKRP�KDYH�
FRQIHVVHG�WKH\�KDUGO\�DGYLVH�WKH�3UHVLGHQW��LV�XQPLVWDNDEOH��%XW�WKDW�LV�QRW�DOO��6RPH�HVWLPDWHV�
SXW� WKH� WRWDO� QXPEHU� RI� 3UHVLGHQWLDO� ²WKLV� DQG� WKH� RWKHU³� °� SULYDWH� VHFUHWDULHV�� DVVLVWDQWV��
DGYLVHUV�°�WR�ZHOO�RYHU������$������SROLF\�UHVHDUFK�UHSRUW�E\�WKH�UHVSHFWHG�8JDQGDQ�WKLQN�WDQN�
$&2'(�QRWHG��TXLWH�DSWO\��WKDW�²DQ�RYHU�VL]H�FDELQHW��DQG�D�JURZLQJ�([HFXWLYH�EXUHDXFUDF\�
EXLOW�DURXQG�WKH�2I¾�FH�RI�WKH�3UHVLGHQW�DQG�6WDWH�+RXVH��LV�WKH�VLQJOH�PRVW�LPSRUWDQW�WKUHDW�WR�
JRYHUQDQFH��DQG�HIIRUWV�WR�HUDGLFDWH�SRYHUW\�DQG�DFKLHYH�HFRQRPLF�WUDQVIRUPDWLRQ�LQ�8JDQGD�
WRGD\³��7XPXVKDEH�������YLLL���

:KDW� LV� PRUH�� LQ� WKH� QDPH� RI� PRQLWRULQJ� JRYHUQPHQW� SURJUDPV�� LPSURYLQJ� VHUYLFH�
GHOLYHU\�� ¾�JKWLQJ� SRYHUW\� DQG� ¾�JKWLQJ� JUDIW�� PXOWLSOH� DJHQFLHV� DQG� WDVNIRUFHV� KDYH� EHHQ�
FUHDWHG��WKH�0HGLFLQH�DQG�+HDOWK�6HUYLFH�'HOLYHU\�0RQLWRULQJ�8QLW��3UHVLGHQWLDO�,QLWLDWLYH�IRU�
%DQDQD�,QGXVWULDO�'HYHORSPHQW��WKH�/DQG�'HVN�LQ�WKH�3UHVLGHQWµV�2I¾�FH��WKH�²0RGHO�)DUPHU³�
LQLWLDWLYH��3UHVLGHQWLDO�GRQDWLRQV�RI�PDLQO\�FDVK�KDQGRXWV��HWF��:KLOH�WKHVH�DUH�IRUPHG�XVLQJ�
3UHVLGHQWLDO�SRZHU�DQG�DXWKRULW\��ZH�DOVR�KDYH�WKH�P\ULDG�FRQVWLWXWLRQDO�ERGLHV�HVWDEOLVKHG�
WR� FXUE� FRUUXSWLRQ� DQG� DVVXUH� DFFRXQWDELOLW\� RI� SXEOLF� UHVRXUFHV��7KHVH� LQFOXGH� WKH�3XEOLF�
3URFXUHPHQW� DQG�'LVSRVDO� RI�3XEOLF�$VVHWV� DXWKRULW\�� WKH� ,QVSHFWRUDWH� RI�*RYHUQPHQW�� WKH�
3XEOLF� DQG� /RFDO� *RYHUQPHQW�$FFRXQWV� &RPPLWWHHV� RI� 3DUOLDPHQW�� DQG� WKH�2I¾�FH� RI� WKH�
$XGLWRU� *HQHUDO�� 7KHQ� ZH� KDYH� RWKHU� PRUH� JHQHUDO� ERGLHV� OLNH� WKH� 'LUHFWRUDWH� RI� 3XEOLF�
3URVHFXWLRQV� DQG� WKH� &ULPLQDO� ,QYHVWLJDWLRQV� DQG� ,QWHOOLJHQFH� 'LUHFWRUDWH� RI� WKH� 8JDQGD�
3ROLFH�)RUFH�

�:LWK�DOO�WKHVH�ERGLHV�DQG�DJHQFLHV��ERWK�FRQVWLWXWLRQDO�DQG�TXDVL�OHJDO��KDV�8JDQGD�EXLOW�
VWURQJ�VWDWH�FDSDFLW\�WR�H[HFXWH�FULWLFDO�JRYHUQPHQW�SURJUDPV�DQG�WUDQVIRUP�WKH�FRXQWU\"�7KH�
DQVZHU�LV�QR��7R�WKH�FRQWUDU\��WKH�PRUH�DJHQFLHV�DQG�ERGLHV�WKH�150�JRYHUQPHQW�KDV�FUHDWHG��
WKH�PRUH� LQHI¾�FLHQF\�ZH�KDYH�ZLWQHVVHG�� WKH�PRUH�DQWL�FRUUXSWLRQ� LQVWLWXWLRQV�FUHDWHG�� WKH�
PRUH� DYHQXHV� RI� LQ¿�XHQFH� SHGGOLQJ� DQG� EULEH� VROLFLWDWLRQ�ZH� KDYH� FUHDWHG�� WKH�PRUH� UHG�
WDSHV�FUHDWHG��WKH�PRUH�WKHIW�HQDEOHG��,Q�WKLV�SDUDGR[�ZH�¾�QG�VRPH�RI�WKH�SDWKRORJLHV�RI�RXU�
SROLWLFV��DQG�WKH�FRQWUDGLFWLRQV�RI�D�SROLWLFDO�V\VWHP�WKDW�LV�QHLWKHU�IXOO�GHPRFUDWLF�QRU�ZKROO\�
XQGHPRFUDWLF��$LOL�0DULH�7ULSS��������KDV�FDOOHG�LW�WKH�SDUDGR[HV�RI�SRZHU�LQ�D�K\EULG�UHJLPH�

,� VKRXOG� OLNH� WR� QRWH� WKDW� SHUKDSV� WKH� 3UHVLGHQW� LV�ZHOO�LQWHQWLRQHG� LQ� RYHUVHHLQJ� WKH�
SUROLIHUDWLRQ� RI� WKHVH� ERGLHV�� DJHQFLHV�� DQ� DUP\� RI� DGYLVHUV� DQG� WKH� JHQHUDO� HQVHPEOH� RI�
SROLWLFDO� DSSRLQWHHV��<HW� WKHVH�� WR�P\� XQGHUVWDQGLQJ�� KDYH� SURGXFHG� QHJDWLYH� DQG� SHUKDSV�
XQLQWHQGHG�FRQVHTXHQFHV��%XW�SROLWLFLDQV�GR�QRW�QHFHVVDULO\�EHKDYH�RXW�RI�JRRG�ZLOO�DQG�ZHOO�
LQWHQWLRQV��WKH\�UHVSRQG�WR�WKH�FKDOOHQJHV�WKH\�IDFH�E\�GHSOR\LQJ�VWUDWHJLHV�WKDW�DVVXUH�WKHLU�
KROG�WR�VWDWH�SRZHU��7KH\�ZRUN�ZLWK�D�FDOFXOXV�RI�FRVWV�DQG�EHQH¾�WV��7KHUHIRUH��WKH�FUHDWLRQ�RI�
QXPHURXV�ERGLHV��DJHQFLHV�DQG�WKH�EORDWHG�SXEOLF�DGPLQLVWUDWLRQ�QHWZRUN�VKRXOG�EH�VHHQ�DV�D�
WHFKQRORJ\�RI�UXOH�RU�VWUDWHJ\�RI�FRQWURO�

:KDW�ZRXOG�EH�WKH�DOWHUQDWLYH"

5XOHUV�DQG�UHJLPHV�WKDW�IDLO�WR�DWWDLQ�OHJLWLPDF\�WKURXJK�FRRSWDWLRQ�DQG�SDWURQDJH�XOWLPDWHO\�
ORVH�SRZHU��7KLV�ZDV�WKH�FDVH�LQ�PDQ\�$IULFDQ�FRXQWULHV�LQ�WKH�����V�DQG���V��$IULFDQV�ZKR�
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FDSWXUHG�SRZHU�LQ�WKH�����V�KDG�WR�OHDUQ�IURP�WKH�SHULOV�RI�WKH�SUHYLRXV�GHFDGHV��7R�UHWDLQ�
SRZHU� WKH\� KDG� WR� UHVRUW� WR� RQH� VWUDWHJ\� RU� WKH� RWKHU��$V� DOOXGHG� WR� DERYH�� E\� EXLOGLQJ� D�
²EURDG�EDVH³�FRDOLWLRQ�JRYHUQPHQW�WKH�150�DQG�3UHVLGHQW�0XVHYHQL�GLG�QRW�KDYH�WR�ZRUU\�
DERXW� VHFXULQJ� OHJLWLPDF\� WKURXJK�RWKHU�PHDQV��%\�EHLQJ� LQFOXVLYH� DQG� DOO�HPEUDFLQJ�� WKH�
150�REYLDWHG�VHULRXV�SROLWLFDO�FKDOOHQJHV�WR�LWV�SRZHU��%XW�ZKDW�FRXOG�KDYH�EHHQ�3UHVLGHQW�
0XVHYHQµV�RSWLRQ�LI�KH�GLG�QRW�VXFFHHG�LQ�FRRSWLQJ�DQG�UHWDLQLQJ�NH\�HOLWH�SRZHU�EURNHUV"�+H�
ZRXOG�KDYH�SUREDEO\�DWWHPSWHG�D�GHYHORSPHQWDOLVW�URXWH�WR�ZLQQLQJ�OHJLWLPDF\��7DNLQJ�WKH�
SDWK�RI�VHFXULQJ�OHJLWLPDF\�WKURXJK�LPSOHPHQWLQJ�D�UREXVW�GHYHORSPHQW�VWUDWHJ\�ZRXOG�KDYH�
PHDQW� WKDW� WKH�150�JRYHUQPHQW�KDG�WR�FRQVWUXFW�D�VWDWH�DNLQ�WR�ZKDW�ZDV�UHIHUUHG�WR�DV�D�
²GHYHORSPHQWDO�VWDWH�³�LQ�WKH�PROG�RI�$VLDµV�ODWH�GHYHORSHUV�LQGXVWULDOL]HUV��WKH�VR�FDOOHG�$VLDQ�
7LJHUV��7KXV��DFFHOHUDWHG�GHYHORSPHQW�DQG�QRW�SDWURQDJH�ZRXOG�EH�WKH�VRXUFH�RI�OHJLWLPDF\�
IRU�WKH�150�DQG�3UHVLGHQW�0XVHYHQL��

$W�WKH�FRUH�RI�D�²8JDQGDQ�GHYHORSPHQWDO�VWDWH�³� LI� WKH�150�KDG�EXLOW�RQH��ZRXOG�EH�
PDUVKDOLQJ�KLJK�FDSDFLW\�WR�HIIHFWLYHO\�LPSOHPHQW�SROLF\�WKURXJK�HQVXULQJ�D�GHJUHH�RI�VWDWH�
DXWRQRP\�WKDW�VKLHOGV�WKH�VWDWH�IURP�SDUWLFXODULVWLF�DQG�VHO¾�VK�LQWHUHVWV�RI�LQGLYLGXDOV�DQG�JURXSV�
RI�LQGLYLGXDOV��7KH�FRXQWHUSDUW�WR�D�GHYHORSPHQWDO�VWDWH��RU�ZKDWHYHU�FDQ�DSSUR[LPDWH�WR�LW��LV�
ZKDW�'DQL�5RGULN�UHIHUUHG�WR�DV�WKH�VXERUGLQDWH�VWDWH��5RGULN��������:KLOH�D�GHYHORSPHQWDO�
VWDWH�LV�GH¾�QHG�E\�LWV�DELOLW\�WR�PDNH�DQG�HIIHFWLYHO\�LPSOHPHQW�SROLF\�UHJDUGOHVV�RI�SULYDWH�
VHFWRU�LQWHUHVWV�DQG�WKH�YLHZV�RI�FRPSHWLQJ�VRFLHWDO�LQWHUHVWV��E\�FRQWUDVW��WKH�VXERUGLQDWH�VWDWH�
PDQDJHV�D�V\VWHP�WKDW�EDODQFHV�YDULRXV�LQWHUHVWV�DQG�VHHNV�WR�DSSHDO�DQG�DSSHDVH�GLIIHUHQW�
VHFWLRQV�RI�WKH�SULYDWH�VHFWRU�DQG�VRFLHW\�JHQHUDOO\��

)RU� PDQ\� SRRU� FRXQWULHV�� UHO\LQJ� RQ� WKH� QHRFODVVLFDO� ²WULFNOH�GRZQ³� HFRQRPLFV� WR�
WUDQVIRUP�VRFLHW\�LV�JURVVO\�LOO�DGYLVHG��7KLV�OHVVRQ�ZDV�IXOO\�DSSUHFLDWHG�E\�WKH�$VLDQ�ODWH�
LQGXVWULDOL]HUV�OLNH�7DLZDQ��6RXWK�.RUHD�DQG�6LQJDSRUH��7KH�QHFHVVLW\�WR�SXUVXH�UDSLG��FDWFK�
XS�JURZWK�DQG�DFFHOHUDWHG�GHYHORSPHQW�LV�VR�SDUDPRXQW�WKDW�WKH�VWDWH�FDQQRW�EH�UHOHJDWHG�WR�WKH�
UROH�RI�D�QLJKW�ZDWFKPDQ�DV�QHROLEHUDO�WKLQNLQJ�KDV�SUHVFULEHG��7KXV�WKH�XUJHQF\�RI�SXUVXLQJ�
DFFHOHUDWHG� GHYHORSPHQW� UHTXLUHV� V\VWHPDWLF� DQG� WDUJHWHG� PDQLSXODWLRQ� RI� WKH� SURGXFWLYH�
IRUFHV��HVSHFLDOO\�¾�QDQFLDO�UHVRXUFHV��DQG�GHSOR\LQJ�WKHP�IRU�WKH�VROH�SXUSRVH�RI�SURSHOOLQJ�
VXVWDLQHG�JURZWK�DQG�DFFHOHUDWHG�GHYHORSPHQW��,Q�RWKHU�ZRUGV��WKHUH�KDV�WR�EH�VRPH�VRUW�RI�
²VRFLDO�DQG�SROLWLFDO�HQJLQHHULQJ�³��0NDQGDZLUH���������7KLV�UDWLRQDOH�IRU�D�VRUW�RI�²FDWFK�XS³�
GHYHORSPHQW�VWUDWHJ\�WKDW�UHOLHV�RQ�PRELOL]LQJ�SURGXFWLYH�UHVRXUFHV�IRU�UDSLG�JURZWK�ZDV�¾�UVW�
KLJKOLJKWHG�E\�*HUVFKHQNURQ��������LQ�KLV�VHPLQDO�VWXG\�RI�ODWH�LQGXVWULDOL]DWLRQ�LQ�(XURSH��

0RUH�UHFHQWO\��LQ�WKH�FDVH�RI�$IULFDµV�HQGHPLFDOO\�SRRU�FRXQWULHV��(WKLRSLDµV�ODWH�3ULPH�
0LQLVWHU�0HOHV� =HQDZL� �������� RQH� RI� WKH� YRFDO� DGYRFDWHV� RI� FRQVWUXFWLQJ� GHYHORSPHQWDO�
VWDWHV�LQ�SRRU�FRXQWULHV��XQGHUVFRUHG�IRXU�NH\�FKDUDFWHULVWLFV�WKDW�GH¾�QH�D�GHYHORSPHQWDO�VWDWH��
RI�RQH�YDULDQW�RU�WKH�RWKHU��

D�� GHYHORSPHQWDO� VWDWHV� GHULYH� WKHLU� OHJLWLPDF\� IURP� WKH� VLQJOH�PLQGHG� SXUVXLW� RI�

DFFHOHUDWHG�GHYHORSPHQW��

E�� WKH�LGHD�RI�D�GHYHORSPHQWDO�VWDWH�LV�EURDGO\�VKDUHG�LQ�WKH�FRXQWU\��

F�� GHYHORSPHQWDO� VWDWHV�DUH� UHODWLYHO\�DXWRQRPRXV�DQG�PDNH�GHFLVLRQV�DQG� LPSOHPHQW�

WKHP�UHJDUGOHVV�RI�WKH�YLHZV�RI�WKH�SULYDWH�VHFWRU��DQG�ODVWO\�

G�� GHYHORSPHQWDO�VWDWHV�FDQ�EH�GHPRFUDWLF�RU�XQGHPRFUDWLF�
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)URP�KLV�¾�UP�JUDVS�RI�WKH�WKHRUHWLFDO�XQGHUSLQQLQJV�RI�D�GHYHORSPHQWDO�VWDWH�DQG�RZLQJ�WR�
WKH�LQWHUQDO�WKUHDWV�WR�KLV�SRZHU�WKDW�0HOHV�IDFHG��KH�DWWHPSWHG�VRFLDO�DQG�SROLWLFDO�HQJLQHHULQJ�
WR�EXLOG�D�GHYHORSPHQWDO�VWDWH�LQ�(WKLRSLD��%HFDXVH�RI�(WKLRSLDµV�PXOWLHWKQLF�QDWXUH�DQG�JLYHQ�
WKH�QHHG� WR�SROLWLFDOO\�GHDO�ZLWK�YDULRXV�FRPSHWLQJ�VRFLDO� IRUFHV�� VXFFHVV� LQ�FRQVWUXFWLQJ�D�
GHYHORSPHQWDO�VWDWH�LQ�WKDW�FRXQWU\�KDV�EHHQ�TXLWH�PRGHVW��%XW�LWµV�PXFK�EHWWHU�WKDQ�8JDQGD��
7KH�ODUJH�LQIUDVWUXFWXUDO�SURMHFWV��LQFOXGLQJ�ODUJH�DQG�LPSUHVVLYH�URDG�QHWZRUN�LQ�$GGLV�$EDED��
ELJ�KLJKZD\V��WKH�RQJRLQJ�FRQVWUXFWLRQ�RI�D�FLW\�WUDQVLW�WUDLQ�LQ�$GGLV�$EDED�DQG�WKH�*UDQG�
5HQDLVVDQFH�'DP��WKH�IXOO�LPSOHPHQWDWLRQ�RI�WKH�0DSXWR�'HFODUDWLRQ�RQ�DJULFXOWXUH��DQG�WKH�
RYHUDOO�UHODWLYHO\�ORZ�OHYHOV�RI�FRUUXSWLRQ��DOO�DWWHVW�WR�(WKLRSLDµV�FDSDFLW\�WR�H[HFXWH�SROLF\�
�3OXPPHU�������.DVVDKXQ�������

,Q� 8JDQGD�� WKH� 150� JRYHUQPHQW� KDV� WR\HG� ZLWK� D� GHYHORSPHQWDOLVW� DJHQGD� ZKLOH�
UHPDLQLQJ�¾�UPO\�FRPPLWWHG�WR�WKH�GLFWDWHV�RI�QHROLEHUDO�HFRQRPLFV�ZKRVH�FDUGLQDO�SULQFLSOH�
LV� WKDW� WKH� VWDWH�KDV�QR�EXVLQHVV� LQ�GLUHFWLQJ� WKH�DOORFDWLRQ�RI� UHVRXUFHV�DQG�GLVWULEXWLRQ�RI�
UHZDUGV� DQG� SXQLVKPHQWV�� <HW� WKH� YHU\� UHDVRQV� IRU� ZKLFK� WKH� VWDWH� ZDV� SURVFULEHG� IURP�
HQJDJLQJ�LQ�HFRQRPLF�DFWLYLWLHV�DUH�SUHFLVHO\�WKH�VDPH�DLOPHQWV�WKDW�DI¿�LFW�8JDQGDQ�SROLWLFV�
DQG� KXUW� WKH� HFRQRP\�� FRUUXSWLRQ�� UHQW�VHHNLQJ�� SDWURQDJH��PLVDOORFDWLRQ� RI� UHVRXUFHV� DQG�
D� ZDUSHG� SULRULWL]DWLRQ� RI� SXEOLF� H[SHQGLWXUHV��$IWHU� WKH� VXFFHVVLYH� GLVPDQWOLQJ� RI� 6WDWH�
2ZQHG�(QWHUSULVHV��62(V��DQG�WKH�GRZQVL]LQJ�RI�WKH�FLYLO�VHUYLFH��WKH�150�JRYHUQPHQW�DQG�
3UHVLGHQW�0XVHYHQL�UHVRUWHG�WR�GLUHFW�SROLWLFDO�DSSRLQWPHQWV�IXQGHG�E\�GRQRUV�ZKR�VRXJKW�WR�
UHZDUG�8JDQGD�IRU�LWV�VDWLVIDFWRU\�HFRQRPLF�UHIRUP�SROLFLHV��

,I�LQ�WKH�SUH������HUD�JRYHUQPHQWV�XVHG�62(V�DV�WKH�SULPDU\�VRXUFH�RI�JHQHUDWLQJ�UHQWV�
DQG�GLVSHQVLQJ�SDWURQDJH�� LQ� WKH�SRVW������HUD�RI�²IUHH�PDUNHW³�HFRQRPLFV��DQG�QR�6(2V��
SROLWLFDO� DSSRLQWPHQWV�ZHUH� LQLWLDOO\� IXQGHG� IURP�H[WHUQDO�GRQDWLRQV�� JUDQWV� DQG� ORDQV� WKDW�
FDPH�DV�UHZDUGV�IRU�8JDQGDµV�FRPPLWPHQW�WR�EHLQJ�DQ�H[FHOOHQW�VWXGHQW�RI�WKH�:DVKLQJWRQ�
&RQVHQVXV�UHIRUP�SROLFLHV��,Q�WKH�UHFHQW�SDVW��KRZHYHU��IXQGLQJ�WKH�KXJH�SDWURQDJH�QHWZRUN�
KDV�EHHQ�ODUJHO\�WKURXJK�WKH�7UHDVXU\��IURP�ORFDOO\�FROOHFWHG�UHYHQXH�DV�D�UHVXOW�RI�8JDQGDµV�
PRGHVWO\�LPSUHVVLYH�HFRQRPLF�JURZWK��$V�WKH�HFRQRP\�KDV�JURZQ�DW�WKH�PDFUR�OHYHO��VR�KDV�
WKH�FRXQWU\µV�UHYHQXH�EDVH�DQG�UHJLPH�¾�QDQFLHUV�IURP�WKH�SULYDWH�VHFWRU��ZKLFK�KDYH�RLOHG�WKH�
SDWURQDJH�QHWZRUN�LQ�WKH�IDFH�RI�GZLQGOLQJ�IXQGLQJ�IURP�:HVWHUQ�GRQRUV�DQG�LQWHUQDWLRQDO�
¾�QDQFLDO� LQVWLWXWLRQV��$QG�ZLWK� WKH�SDVVLQJ�RI� WKH�DQWL�KRPRVH[XDO� ODZ�� WKHUHµV�QRZ�WDON�RI�
WXUQLQJ�WR�WKH�(DVW�°�WR�&KLQD��,QGLD�DQG�5XVVLD��PHPEHUV�RI�WKH�VR�FDOOHG�%5,&6�JURXS�RI�
HPHUJLQJ�HFRQRPLF�SRZHUV��*RLQJ�IRUZDUG�� WKH�FXUUHQW�V\VWHP�FDQ� ORRN� WR�RLO� UHYHQXH�IRU�
FRQWLQXHG�IXQGLQJ�

,PSDFW�RQ�SROLF\�LPSOHPHQWDWLRQ

7KH�H[WDQW�SDWURQDJH�V\VWHP�DQG�²EURDG�EDVH³�SROLWLFV�KDV�GHOHWHULRXVO\�LPSDFWHG�RQ�SROLF\�
LPSOHPHQWDWLRQ� LQ� DW� OHDVW� WZR� UHVSHFWV�� )LUVW�� WKH�PRQVWHU� WKDW� LV� FRUUXSWLRQ� KDV� SHUYDGHG�
WKH�SXEOLF�VHFWRU�DQG�JUHDWO\�XQGHUPLQHG�PHULWRFUDWLF�DZDUG�RI�FRQWUDFWV�LQ�WKH�URDGV�VHFWRU��
LQ�HQHUJ\��LQ�DJULFXOWXUH��HGXFDWLRQ��KHDOWK��DQG�MXVW�DERXW�DQ\�RWKHU�FULWLFDO�VHFWRU�RI�SXEOLF�
JRRGV� DQG� VHUYLFHV� SURYLVLRQLQJ��&RUUXSWLRQ�SHUFHSWLRQV� LQGLFHV� KDYH� FRQWLQXRXVO\� UDQNHG�
8JDQGD�WKH�PRVW�FRUUXSW�LQ�WKH�(DVW�$IULFDQ�UHJLRQ��6RPH�DQDO\VWV��OLNH�WKH�HPLQHQW�MRXUQDOLVW�
$QGUHZ�0ZHQGD��KDYH�VXJJHVWHG�WKDW�FRUUXSWLRQ�DQG�SDWURQDJH��LQ�DQG�RI�LWVHOI��PD\�QRW�EH�
WKH�SUREOHP��5DWKHU��WKDW�LW�LV�WKH�W\SH�RI�FRUUXSWLRQ�DQG�DEXVH�RI�RI¾�FH�WKDW�KDV�HLWKHU�DGYHUVH�
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HIIHFWV�RU�SRVLWLYH�LPSDFW�RQ�D�SRRU�FRXQWU\�OLNH�8JDQGD��&KLQD�KDV�EHHQ�JURZLQJ�UDSLGO\�RYHU�
WKH�ODVW�PDQ\�GHFDGHV�\HW�FDVHV�RI�FURQ\LVP�DQG�YLRODWLRQ�RI�EDVLF�SUHFHSWV�RI�WKH�UXOH�RI�ODZ�
DUH�FRPPRQSODFH��&ORVHU�KRPH��DOWKRXJK�5ZDQGD�LV�UDQNHG�WKH�OHDVW�FRUUXSW�FRXQWU\�LQ�WKH�
(DVW�$IULFDQ�UHJLRQ��VRPH�REVHUYHUV�KDYH�SRLQWHG�RXW�WKDW�FRUUXSWLRQ�DQG�SDWURQDJH�LQ�5ZDQGD�
DUH�QRW�VR�PXFK�DV�DEVHQW�DV�KLJKO\�FHQWUDOL]HG�DQG�FRQWUROOHG�

7ZR� DQDO\VWV� RI� 5ZDQGDQ� SROLWLFV� DQG� HFRQRP\�� *RORRED�0XWHEL� DQG� 'DYLG� %RRWK�
��������KDYH�UHFHQWO\�VXJJHVWHG�WKDW�ZKDW�ZH�KDYH�LQ�5ZDQGD��DQG�WR�VRPH�H[WHQW�(WKLRSLD��,�
ZRXOG�DUJXH��LV�D�GHSDUWXUH�IURP�WKH�ROG��$IULFDQ�ZLGH�WUHQG�RI�QHR�SDWULPRQLDO�UXOH�DQG�UHQW�
VHHNLQJ�� WR�²GHYHORSPHQWDO�SDWULPRQLDO�³�$FFRUGLQJO\�� WKH� UXOLQJ�5ZDQGHVH�3DWULRWLF�)URQW�
LQ�5ZDQGD�WKURXJK�LWV�EXVLQHVV�FRQJORPHUDWH��&U\VWDO�9HQWXUHV��FHQWUDOO\�FRQWUROV�HFRQRPLF�
UHQWV� DQG�GHSOR\V� WKHP�VWUDWHJLFDOO\� IRU�ZLGHU�� ORQJ�WHUP�VRFLRHFRQRPLF� WUDQVIRUPDWLRQ�RI�
WKH� FRXQWU\��7KH�5ZDQGDQ� W\SH� RI� SDWURQDJH� SROLWLFV� LV� KLJKO\� FHQWUDOL]HG� DQG� SRWHQWLDOO\�
WUDQVIRUPDWLYH�� %\� FRQWUDVW�� WKH� 8JDQGDQ� SDWURQDJH� DQG� UHQW� VHHNLQJ� LV� SDUWLFXODULVWLF��
IUDJPHQWHG� DQG� LQYDULDEO\� KXUWV� VRFLHWDO� SXEOLF� JRRG� EXW� EHQH¾�WV� LQGLYLGXDO� PDWHULDO� DQG�
SROLWLFDO�LQWHUHVWV��

7KH�VHFRQG�PDMRU�FRQVHTXHQFH�RI� WKH�VSHFL¾�F� IRUP�RI�SDWURQDJH�SROLWLFV�XQGHU�150�
UXOH�LV�WKH�IUDJPHQWDWLRQ�RI�WKH�VWDWH�LQ�WKH�IDFH�RI�FRPSHWLQJ�VRFLDO�DQG�HFRQRPLF�LQWHUHVWV�
�VHH�.KLVD��������$V�QRWHG�DERYH�� WKLV� IUDJPHQWDWLRQ�RI� WKH�VWDWH�PDQLIHVWV� LQ� WKH�FUHDWLRQ�
DQG�SUROLIHUDWLRQ�RI�PXOWLSOH� VWDWH�DJHQFLHV�DQG�TXDVL�OHJDO�ERGLHV��PDQ\�RI�ZKLFK�SDUDOOHO�
RWKHU� FRQVWLWXWLRQDO� DQG� VWDWXWRU\� ERGLHV� RI� JRYHUQPHQW��*LYHQ� WKDW� 3UHVLGHQW�0XVHYHQL� LV�
VHHQ�E\�VRPH�DQDO\VWV�DV�DXWRFUDWLF�DQG�KLV�VW\OH�RI�OHDGHUVKLS�ERUGHULQJ�RQ�EHLQJ�DQ�LPSHULDO�
SUHVLGHQW�� LW� LV� LQ� RUGHU� WR� EULH¿�\� FODULI\�P\� DVVHUWLRQ� WKDW� 8JDQGDµV� SDWURQDJH� SROLWLFV� LV�
SDUWLFXODULVWLF� DQG� IUDJPHQWHG� �0ZHQGD��������$OWKRXJK� WKH������ FRQVWLWXWLRQ�JUDQWV� YDVW�
SRZHUV� WR� WKH�3UHVLGHQW�� DQG� HYHQ� WKRXJK�3UHVLGHQW�0XVHYHQL� LV� WKH� KLVWRULFDOO\� XQULYDOHG�
OHDGHU�RI�WKH�150��KLV�DELOLW\�WR�H[HUFLVH�XQIHWWHUHG�SRZHU�DQG�UHSURGXFH�KLV�OHJLWLPDWH�FODLP�
WR�UXOH�GHSHQGV�RQ�VKDULQJ�WKDW�HQRUPRXV�SRZHU�WKDW�KH�ZLHOGV�ZKLOH�UHPDLQLQJ�WKH�XQGLVSXWHG�
FKLHI��

)URP�WKH�IRUPDO�FLYLO�VHUYLFH�DQG�VWDWXWRU\�ERGLHV�WR�VHFXULW\�DQG�LQWHOOLJHQFH�DJHQFLHV��
WKH�3UHVLGHQW�KDV�VXFFHHGHG�LQ�FUHDWLQJ�SDUDOOHO�DQG�PXOWLSOH�FHQWHUV�RI�SRZHU�WKDW�DUH�GLUHFWO\�
DQVZHUDEOH�WR�KLP�RU�WR�PDQ\�RI�KLV�KDQGOHUV��DQG�LQ�PDQ\�FDVHV�SD\LQJ�VWULFW�SHUVRQDO�OR\DOW\��
%\� VXSHULQWHQGLQJ� WKH� FUHDWLRQ�RI�PXOWLSOH� DJHQFLHV� DQG�RUJDQL]DWLRQV�� EXW� QRW� QHFHVVDULO\�
LQVWLWXWLRQV��WKH�3UHVLGHQW�LV�DEOH�WR�PDLQWDLQ�TXLWH�DQ�HODERUDWH�DQG�HODVWLF�SDWURQDJH�PDFKLQHU\��
ZKLFK�KH�DVWXWHO\�FRQWUROV��7KH�QHW�LPSDFW�LV�WKH�VSUHDGLQJ�RI�OD\HUV�RI�FRUUXSWLRQ��PDNLQJ�
FUDFNLQJ�GRZQ�RQ� WKH�FRUUXSW� LPSRVVLEOH�DQG�GHSOR\LQJ�HFRQRPLF�UHQWV� IRU�VRFLRHFRQRPLF�
WUDQVIRUPDWLRQ� LPSUDFWLFDEOH�� ,�FRQVWUXH� WKLV�DV�D� WHFKQRORJ\�RI�SRZHU�RU�PRUH�SUHFLVHO\�D�
VWUDWHJ\�RI� UXOH��ZKLFK�KDV�JLYHQ�8JDQGD�D� UHODWLYHO\�VWDEOH�SROLWLFDO�V\VWHP�DQG�FHPHQWHG�
150� UXOH�� EXW�ZKLFK� KDV� WUHPHQGRXVO\� XQGHUPLQHG� WKH� FRXQWU\µV� ORQJ�WHUP� GHYHORSPHQW�
QHHGV��,I�8JDQGD�KDV�DYRLGHG�YLROHQW�FRQ¿�LFW�WKDW�ZRXOG�FRPH�IURP�HOLWHV�GHQLHG�DFFHVV�WR�
SDWURQDJH�UHVRXUFHV��WKH�FRXQWU\�KDV�SDLG�D�KHDY\�SULFH�RI�VWDJQDWHG�GHYHORSPHQW��,W�LV�D�FDVH�
RI�²XQSURGXFWLYH�SHDFH³��/LQGHPPDQ�������



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

,Q�/LHX�RI�D�&RQFOXVLRQ��/HVVRQV�IURP�*KDQD

-XVW�WR�UHLWHUDWH��DOO�UHJLPHV�ZKLFK�IDOO�VKRUW�RI�EHLQJ�IXOO\�GHPRFUDWLF��ZKHWKHU�WKH\�EH�RXW�
ULJKWO\� QRQGHPRFUDWLF� RU� K\EULG� �FRPELQLQJ� DVSHFWV� RI� GHPRFUDWLF� SUDFWLFH� DQG� DXWRFUDWLF�
WHQGHQFLHV��IDFH�VHYHUH�OHJLWLPDF\�SUREOHPV��7R�OHJLWLPDWH�WKHLU�SRZHU�WKH\�KDYH�WR�PDNH�VRPH�
FKRLFHV�� SULPDULO\� WZR�� WKH\� HLWKHU� EXLOG� UREXVW� LQVWLWXWLRQV� WKDW� LPSOHPHQW� GHYHORSPHQWDO�
SROLFLHV� DQG�ZLQ� RYHU� WKH�PDVVHV�� RU� WKH\� OLEHUDOL]H� WKHLU� SROLWLFV� DQG� HFRQRPLHV� VR� DV� WR�
HQDEOH�SRSXODU� SDUWLFLSDWLRQ� DQG� HOLWH� FRRSWDWLRQ��7KH� IRUPHU� FDQ�EH� VHHQ� DV� D� FDVH�ZKHUH�
GHFLVLRQ�PDNLQJ�SRZHU�LV�KLJKO\�FHQWUDOL]HG�DQG�OHVV�LQVWLWXWLRQDOL]HG��%\�FRQWUDVW��WKH�ODWWHU�LV�
D�FDVH�RI�UHJLPHV�WKDW�GLVSOD\�D�JRRG�GHJUHH�RI�ZHOO�HVWDEOLVKHG�GHFLVLRQ�PDNLQJ�LQVWLWXWLRQV��
:KLOH�WKH�¾�UVW�FDVH�WHQGV�WR�HYROYH�VWURQJ�DQG�UREXVW�FDSDFLW\�WR�LPSOHPHQW�SROLF\��WKH�VHFRQG�
RSHUDWHV�XQGHU�ZHDN�VWDWH�FDSDFLW\�ZKHQ�LW�FRPHV�WR�SROLF\�LPSOHPHQWDWLRQ��,Q�WKH�ODQJXDJH�
RI�LGHDO�W\SH�FDWHJRULHV��LQ�WKH�:HEHULDQ�VHQVH��*HUWK�DQG�0LOOV������������,�ZRXOG�VD\�WKH�¾�UVW�
FDWHJRU\�LV�SHUIRUPDQFH�EDVHG�OHJLWLPDF\�ZKLOH�WKH�VHFRQG�LV�SDUWLFLSDWRU\�OHJLWLPDF\�

1RZ��,�VKRXOG�SRLQW�RXW�WKDW�OLNH�DOO�LGHDO�W\SRORJLHV��WKHVH�WZR�FDWHJRULHV�GR�QRW�KDYH�
SHUIHFW�H[DPSOHV�RI�UHDO�ZRUOG�FDVHV��UDWKHU�ZH�FDQ�¾�QG�H[DPSOHV�WKDW�DSSUR[LPDWH�RU�FRPH�
FORVH�WR�WKH�WKHRUHWLFDO�GHVFULSWLRQ�DV�RXWOLQHG�LQ�WKLV�SDSHU��,�KDYH�LGHQWL¾�HG�IRXU�$IULFDQ�FDVHV�
WKDW�FDQ�KHOS�XV�GHFLSKHU�WKHVH�WZR�GLYHUJHQW�SDWKV��*KDQD�DQG�8JDQGD�ERWK�FRPH�FORVH�WR�
EHLQJ�SDUWLFLSDWRU\�OHJLWLPDF\�UHJLPHV��2Q�WKH�RWKHU�KDQG��(WKLRSLD�DQG�5ZDQGD�DUH�H[DPSOHV�
RI�SHUIRUPDQFH�EDVHG�OHJLWLPDF\��,I�WKHUH�LV�VRPHWKLQJ�ZRUWK�OHDUQLQJ�IURP�*KDQD��LW�LV�WKDW�DW�
VRPH�SRLQW�SDUWLFLSDWLRQ�DQG�SHUIRUPDQFH�FDQ�FRQYHUJH��,Q�WKLV�¾�QDO�SDUW�RI�WKH�SDSHU�,�VKRXOG�
OLNH�WR�GUDZ�RQ�WKH�FDVH�RI�*KDQD�WR�UH¿�HFW�RQ�WKH�IXWXUH�RI�SROLF\�LPSOHPHQWDWLRQ�LQ�8JDQGD�

7KURXJKRXW� WKH� ����V� DQG� ��V�� *KDQD� ZDONHG� WKH� SDWK� WKDW� KDV� EHHQ� UHSOLFDWHG� LQ�
8JDQGD��$IWHU�D�GHFDGH�RI�FRUUXSW�DQG�LQHI¾�FLHQW�PLOLWDU\�UXOH�LQ�����V�XQGHU�*HQHUDO�,JQDWLXV�
$FKHDPSRQJ��WKDW�SDUDOOHOHG�WKH�UXOH�RI�8JDQGDµV�*HQHUDO�,GL�$PLQ��D�QHZ�JURXS�RI�\RXQJ�
0DU[LVW� UDGLFDOV� WRRN�SRZHU� LQ�D�FRXS�RQ���VW�'HFHPEHU�������7KH\�IRUPHG�D�JRYHUQPHQW�
FDOOHG� WKH�3URYLVLRQDO�1DWLRQDO�'HIHQVH�&RXQFLO� �31'&���7KH�31'&� LPPHGLDWHO\�EDQQHG�
SROLWLFDO�SDUWLHV��GLVVROYHG�SDUOLDPHQW�DQG�VRXJKW�WR�SXUVXH�D�VRFLDO�UHYROXWLRQ�WR�FKDQJH�WKH�
VWDWXV�TXR�LQ�SROLWLFV�DQG�WKH�HFRQRP\��

:KDW� LV�PRUH��SROLWLFDO� VWUXFWXUHV�ZHUH�SXW� LQ�SODFH� WR�HQDEOH�SRSXODU�SDUWLFLSDWLRQ� LQ�
SROLWLFV� DQG� GHFLVLRQ�PDNLQJ�� 7KHVH� VWUXFWXUHV� ZHUH� LQLWLDOO\� FDOOHG� WKH� 3HRSOHµV� 'HIHQVH�
&RPPLWWHHV� �3'&V�� DQG�:RUNHUV� 'HIHQVH� &RPPLWWHHV� �:'&V��� 7KH\� ZHUH� VXEVHTXHQWO\�
DEROLVKHG�DQG�UHSODFHG�ZLWK�WKH�&RPPLWWHHV�IRU�WKH�'HIHQVH�RI�WKH�5HYROXWLRQ��&'5V���ZKLFK�
ODWHU�EHFDPH�'LVWULFW�$VVHPEOLHV�DQG�ZHUH�XVHG�WR�LPSOHPHQW�WKH�FRXQWU\µV�GHFHQWUDOL]DWLRQ�
SROLF\��8JDQGDµV�SUDFWLFH�RI�SRSXODU�SDUWLFLSDWLRQ��WKH�JUDVV�URRWV�5HVLVWDQFH�&RXQFLO�V\VWHP�
DQG�WKH�QR�SDUW\�0RYHPHQW�SROLWLFV�ZHUH�UHSOLFDV�RI�*KDQDLDQ�SROLWLFDO�GHYHORSPHQW�XQGHU�WKH�
31'&�UXOH�WKURXJKRXW�WKH�����V��/LWWOH�ZRQGHU�WKHUHIRUH�WKDW�WKHUH�DUH�VLJQL¾�FDQW�VLPLODULWLHV�
EHWZHHQ�*KDQDµV������&RQVWLWXWLRQ�DQG�8JDQGDµV������&RQVWLWXWLRQ��RQH�JODULQJ�GLIIHUHQFH�
EHLQJ� WKDW� WKH� IRUPHU� OLIWHG� D� EDQ� RQ� SDUW\� SROLWLFV� DIWHU� WHQ� \HDUV�ZKLOH� WKH� ODWWHU� FDUULHG�
IRUZDUG�WKH�VDPH�EDQ�IRU�DQRWKHU�WHQ�\HDUV��

,Q�DGGLWLRQ��PXFK� OLNH�8JDQGD��HFRQRPLF� UHIRUP�SURJUDPV� LQ�*KDQD� OHG� WR� VZHHSLQJ�
SULYDWL]DWLRQ�� GHUHJXODWLRQ� DQG� OLEHUDOL]DWLRQ�� %XW� WKHVH� HFRQRPLF� UHIRUP� SROLFLHV� DOVR�
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HQJHQGHUHG�FRUUXSWLRQ�DQG�SDWURQDJH�SROLWLFV��3UHVLGHQW�-HUU\�5DZOLQJV�UDQ�D�V\VWHP�RI�QRW�
RQO\�SRSXODU�SHRSOHµV�SDUWLFLSDWLRQ�EXW�DOVR�GHPRFUDWL]HG�FRUUXSWLRQ��,Q�HIIHFW��WKH�SURPLVH�RI�
UHYROXWLRQ��RI�GHYHORSPHQW�DQG�RI�VRFLRHFRQRPLF�WUDQVIRUPDWLRQ�UHPDLQHG�D�GLVWDQW�GUHDP��
+RZHYHU��HYHQ�DIWHU�ZDONLQJ�UHODWLYHO\�WKH�VDPH�SDWK�RI�SROLWLFDO�GHYHORSPHQW�LQ�WKH�����V�DQG�
��V��ZKHQ�LW�ZDV�WLPH�IRU�WKH�WHVW�RI�JRYHUQPHQW�WXUQ�RYHU��D�NH\�\DUGVWLFN�IRU�FRQVROLGDWLQJ�
GHPRFUDF\��*KDQD�DQG�8JDQGD�GLYHUJHG��

,Q�������WZHQW\�\HDUV�DIWHU�-HUU\�5DZOLQJV�WRRN�SRZHU�LQ�D�FRXS��*KDQD�WUDQVLWLRQHG�WR�
IXOO�GHPRFUDF\�ZKHQ�WKH�UXOLQJ�1DWLRQDO�'HPRFUDWLF�&RQJUHVV��1'&��ZDV�VTXDUHO\�GHIHDWHG�
E\�WKH�RSSRVLWLRQ�1HZ�3DWULRWLF�3DUW\��133��OHG�E\�-RKQ�.XIIXRU�LQ�D�IUHH�DQG�IDLU�HOHFWLRQ��
7KHQ�LQ������*KDQD�KDG�D�VHFRQG�JRYHUQPHQW�WXUQRYHU�ZKHQ�WKH�UXOLQJ�133�ORVW�WR�5DZOLQJVµ�
1'&��*KDQD�KDV�WKXV�DFKLHYHG�LUUHYHUVLEOH�GHPRFUDWLF�FRQVROLGDWLRQ��2Q�WKH�RWKHU�KDQG��LQ�
������WZHQW\�\HDUV�DIWHU�WKH�150�FDSWXUHG�SRZHU��WKH������8JDQGDQ�FRQVWLWXWLRQ�ZDV�DPHQGHG�
WR�UHPRYH�SUHVLGHQWLDO�WHUP�OLPLWV��7KH�LQFXPEHQW�3UHVLGHQW�0XVHYHQL�UHWDLQHG�SRZHU�DIWHU�
WKH�KLJKO\� FRQWHVWHG������SUHVLGHQWLDO� UDFH� WKDW�PDQ\�REVHUYHUV�EHOLHYH�ZDV� ULJJHG��7KXV��
8JDQGDµV�GHPRFUDWLF�WUDMHFWRU\�¿�RXQGHUHG��6LQFH�WKHQ�ZH�KDYH�QRW�PDGH�PXFK�SURJUHVV�RQ�
WKH�PDMRU�JOREDO�GHPRFUDF\�DQG� IUHHGRP� LQGLFHV� OLNH� WKRVH�RI�)UHHGRP�+RXVH��3ROLW\�DQG�
7UDQVSDUHQFH�,QWHUQDWLRQDO�

,Q� WKH� UHDOP� RI� WKH� HFRQRP\� DQG� VRFLDO� WUDQVIRUPDWLRQ�� *KDQD� KDV� QRW� SHUIRUPHG�
VSHFWDFXODUO\� MXVW� EHFDXVH� LW� LV� D� FRQVROLGDWHG� GHPRFUDF\�� 6XFFHVV� KDV� EHHQ� PRGHVW�� EXW�
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