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$EVWUDFW

1HZ�3XEOLF�0DQDJHPHQW��130��SUHVXSSRVHV�WKDW�LI�SXEOLF�VHUYLFH�GHOLYHU\�ZHUH�WR�EH�
LPSURYHG�� SROLF\�PDNLQJ� VKRXOG� EH� VHSDUDWHG� IURP� SROLF\� LPSOHPHQWDWLRQ�� $OWKRXJK�
DWWHPSWV� WR�GLVWLQJXLVK�SROLF\�PDNLQJ� IURP� LPSOHPHQWDWLRQ� FDQ�EH� WUDFHG�EDFN� WR� WKH�
FODVVLFDO�ZULWLQJV�RI�:RRGURZ�:LOVRQ�DQG�)UDQN�-��*RRGQRZ��DPRQJ�RWKHUV��DGYRFDF\�
IRU� WKH� GLVWLQFWLRQ� DSSHDUV� WR� KDYH� UHMXYHQDWHG� DV� RQH� RI� WKH� GH¾�QLQJ� HOHPHQWV� RI�
FRQWHPSRUDU\� SXEOLF� PDQDJHPHQW� UHIRUPV� XQGHU� WKH� DHJLV� RI� WKH� 130� GLVFRXUVH��
8VLQJ� WKH� DJHQFL¾�FDWLRQ� DQG� SXEOLF�SULYDWH� SDUWQHUVKLS� �333�� PRGHOV�� HPEHGGHG� LQ�
WKH�130��DV�ZHOO�DV�WKH�SROLF\�PDNLQJ�SURFHVV�EDVHG�RQ�WKH�7DQ]DQLDQ�H[SHULHQFH��ZH�
H[SORUH� WKH� IHDVLELOLW\�RI� WKH�SROLF\�LPSOHPHQWDWLRQ�GLFKRWRP\�DQG� LWV� LPSOLFDWLRQV�RQ�
VHUYLFH�GHOLYHU\� LQ�7DQ]DQLD��:H�DUJXH� WKDW� VXFK�D�GLFKRWRP\� LV�PRUH�SURQRXQFHG� LQ�
WKHRU\� WKDQ� LQ� SUDFWLFH�� :KLOH� WKH� SROLF\�LPSOHPHQWDWLRQ� GLFKRWRP\� LV� GHVLUDEOH� IRU�
WKH�VDNH�RI�HQKDQFLQJ�HI¾�FLHQF\��HIIHFWLYHQHVV�DQG�DFFRXQWDELOLW\�DW�WKH�SUDFWLFDO�OHYHO��
LW�QHYHUWKHOHVV�UHPDLQV�PRUH�RI�D�ZLVKIXO� WKLQNLQJ��'UDZLQJ�RQ� WKH�7DQ]DQLDQ�SROLF\�
PDNLQJ�H[SHULHQFH��ZH�¾�QG�SROLF\�PDNLQJ�WR�EH�D�KLJKO\�LQWHUDFWLYH�SURFHVV�VXFK�WKDW�WKH�
GHPDUFDWLRQ�EHWZHHQ�WKH�SUHFLVH�UROH�RI�EXUHDXFUDWV�DQG�SROLWLFLDQV�LV�EOXUUHG�

.H\�ZRUGV��� 3XEOLF�6HUYLFH�'HOLYHU\��3ROLF\�,PSOHPHQWDWLRQ�'LFKRWRP\��DQG�
$FFRXQWDELOLW\�

,QWURGXFWLRQ

%HJLQQLQJ�LQ�WKH�ODWH���WK�FHQWXU\��WKH�DEVHQFH�RI�D�FOHDU�VHSDUDWLRQ�EHWZHHQ�SROLF\�PDNLQJ�
DQG�LPSOHPHQWDWLRQ�VWDUWHG�WR�EH�YLHZHG�DV�D�KXUGOH�IRU�HI¾�FLHQW�DQG�HIIHFWLYH�SXEOLF�VHUYLFH�
GHOLYHU\��7R�GHDO�ZLWK� WKLV�SUREOHP��:RRGURZ�:LOVRQ�DQG�)UDQN�*RRG�QRZ�VSHDUKHDGHG�D�
VFKRODUO\�PRYHPHQW�IRU�WKH�VHSDUDWLRQ�RI�WKH�WZR�GRPDLQV��7KXV��WKH�JHQHVLV�RI�WKH�SROLF\�
LPSOHPHQWDWLRQ� GLFKRWRP\� DQG� LWV� XQGHUO\LQJ� ORJLF� RZHV� WR� :RRGURZ� :LOVRQµV� �������
FODVVLFDO�ZRUN��,Q�KLV�DUWLFOH��:LOVRQ�UHFRJQL]HG�WKH�FRPSOH[�QDWXUH�RI�JRYHUQPHQW�DFWLYLW\�
DQG�FDOOHG�IRU�D�V\VWHPDWLF�VWXG\�RI�KRZ�JRYHUQPHQW�EXVLQHVV�ZDV�EHLQJ�DGPLQLVWHUHG��+HQU\��
������6KDIULW]�	�+\GH��������'ZLYHGL�	�:LOOLDP���������$OWKRXJK�:LOVRQ�GLG�QRW�FRQFHUQ�
KLPVHOI�VSHFL¾�FDOO\�ZLWK�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SROLWLFDO�DQG�DGPLQLVWUDWLYH�VSKHUHV��KH�
LV�FUHGLWHG�IRU�VHWWLQJ�WKH�SDWK�WKDW�KDV�KDG�DQ�HQGXULQJ�LPSDFW�RQ�WKH�GHYHORSPHQW�RI�SXEOLF�
DGPLQLVWUDWLRQ�ERWK�LQ�WHUPV�RI�WKHRU\�DQG�SUDFWLFH��+HQU\��������

+RZHYHU�� LW� ZDV� QRW� XQWLO� ����� WKDW� WKH� XUJH� IRU� D� GLVWLQFWLRQ� EHWZHHQ� SROLF\�PDNLQJ�
DQG�SROLF\� LPSOHPHQWDWLRQ�EHFDPH�PRUH�SURQRXQFHG� IROORZLQJ�*RRGQRZµV� �������ZRUN�� ,Q�
*RRGQRZµV�YLHZ��²SROLWLFV�KDV� WR�GR�ZLWK�SROLFLHV�RU� H[SUHVVLRQV�RI� WKH� VWDWH�ZLOO³��ZKHUHDV�
DGPLQLVWUDWLRQ�FRQFHUQV�LWVHOI�²ZLWK�WKH�H[HFXWLRQ�RI�WKDW�ZLOO³��6KDIULW]�	�+\GH������������7KLV�
DWWHPSW�WR�GLVWLQJXLVK�WKH�SROLWLFDO�IXQFWLRQV�IURP�WKH�DGPLQLVWUDWLYH�RQHV�LV�ZKDW�ODWHU�FDPH�WR�EH�
UHIHUUHG�WR�DV�WKH�SROLWLFV�DGPLQLVWUDWLRQ�GLFKRWRP\��3HWHUV�	�3LHUUH��������+HQU\��������6KDIULW]�
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	� +\GH�� ������� 7KH� SROLWLFV�DGPLQLVWUDWLRQ� GLFKRWRP\� HPSKDVL]HV� WKH� UROH� GLIIHUHQWLDWLRQ�
EHWZHHQ�PHPEHUV�RI�WKH�SROLWLFDO�ZLQJ�DQG�WKRVH�RI�WKH�DGPLQLVWUDWLYH�PDFKLQHU\�RI�JRYHUQPHQW�
�81���������:KLOH�HFKRLQJ�*RRGQRZµV�YLHZ��IRU�H[DPSOH��.HOPDQ��FLWHG�LQ�0D\QDUG�0RRG\�
DQG�+HUEHUW��������DUJXHG��²HOHFWHG�RI¾�FLDOV��SROLWLFLDQV��VKRXOG�UHPDLQ�WKH�SULPDU\�VRXUFH�RI�
SROLF\�LGHDV�DQG�FKRLFHV�ZLWK�DGPLQLVWUDWRUV��LQ�WKHRU\��UHVSRQVLEOH�IRU�WUDQVODWLQJ�WKHVH�LGHDV�
DQG�FKRLFHV�LQWR�SUDFWLFH³��S�������.HOPDQµV�FDXWLRQDU\�XVH�RI�WKH�SKUDVH�²LQ�WKHRU\³�DSSHDUV�WR�
HPSKDVL]H�WKH�LGHDO�UROHV�RI�SROLWLFLDQV�DQG�WHFKQRFUDWV�WR�EH�SROLF\�PDNLQJ�DQG�LPSOHPHQWDWLRQ�
UHVSHFWLYHO\��3UDFWLFDOO\��KRZHYHU��WKH�UROH�RI�DGPLQLVWUDWRUV�LQ�WKH�SROLF\�SURFHVV�PD\��DQG�TXLWH�
RIWHQ�LW�GRHV��H[WHQG�EH\RQG�WKH�FRQ¾�QHV�RI�LPSOHPHQWDWLRQ��7KH�GLFKRWRPL]DWLRQ�RI�SROLWLFV�
DGPLQLVWUDWLRQ� LV� DOVR� LPSOLHG� LQ� +XJKHVµ� GLVWLQFWLRQ� RI� DGPLQLVWUDWLRQ� IURP� PDQDJHPHQW��
$FFRUGLQJ� WR� +XJKHV�� SXEOLF� DGPLQLVWUDWLRQ� DV� DQ� DFWLYLW\� LV� SULPDULO\� FRQFHUQHG� ZLWK� WKH�
H[HFXWLRQ�RI�²SROLFLHV�GHULYHG� IURP�RWKHUV³�°�QRWDEO\�SROLWLFLDQV� �+XJKHV����������HPSKDVLV�
DGGHG���

:H� XVH� D� TXDOLWDWLYH� DSSURDFK� WR� VKRZ� WKDW� GHVSLWH� DWWHPSWV� WR� PDLQWDLQ� D� SROLF\�
LPSOHPHQWDWLRQ� GLFKRWRP\� DV� DQ� HOL[LU� IRU� LQHI¾�FLHQW� DQG� LQHIIHFWLYH� VHUYLFH� GHOLYHU\�� DV�
HPEHGGHG�LQ�WKH�1HZ�3XEOLF�0DQDJHPHQW��130��WKLQNLQJ��WKHUH�DUH�LQVWDQFHV�WKDW�VXJJHVW�
WKDW�WKH�FRQWH[W�LQ�ZKLFK�VXFK�VHSDUDWLRQ�LV�LPSOHPHQWHG�VLJQL¾�FDQWO\�GHWHUPLQHV�VXFFHVV�RU�
IDLOXUH��7KH�DUWLFOH�LV�PDLQO\�EDVHG�RQ�GRFXPHQWDU\�VRXUFHV��,W�LV�LQIRUPHG�E\�D�UHYLHZ�RI�WKH�
OLWHUDWXUH� LQFOXGLQJ�MRXUQDO�DUWLFOHV��ERRNV��JRYHUQPHQW�UHSRUWV�DQG�QHZVSDSHU�UHSRUWV�� ,W� LV�
GLYLGHG� LQWR� VL[� VHFWLRQV��6HFWLRQ� WZR�SURYLGHV� WKH�FRQFHSWXDO� IUDPHZRUN�ZLWKLQ�ZKLFK�DQ�
XQGHUVWDQGLQJ�RI� WKH� WHUP�SROLF\�DQG� WKH� WKUXVW�RI�130�DUH�RIIHUHG��6HFWLRQ� WKUHH� UHYLHZV�
WKH�OLWHUDWXUH�ZLWK�SDUWLFXODU�IRFXV�RQ�WKH�GLYLGH�DPRQJ�VFKRODUV�DERXW�WKH�VHSDUDWLRQ�RU�QRQ�
VHSDUDWLRQ�RI�SROLF\�IURP�LPSOHPHQWDWLRQ��,Q�VR�GRLQJ�LW�KLJKOLJKWV�WKH�FLUFXPVWDQFHV�LQ�IDYRXU�
RI�HLWKHU�FDVH��6HFWLRQ�IRXU�SUHVHQWV�WKH�LPSOLFDWLRQV�RI�WKH�130�PRYHPHQW�IRU�VHUYLFH�GHOLYHU\�
LQ�7DQ]DQLD�ZLWK�SDUWLFXODU�UHIHUHQFH�WR�DJHQFL¾�FDWLRQ�DQG�333�PRGHOV�DQG�WKHLU�DSSOLFDWLRQ��
:H�DOVR�LQYRNH�WKH�SROLF\�PDNLQJ�SURFHVV�LQ�7DQ]DQLD�LQ�WKH�¾�IWK�VHFWLRQ�WR�GHPRQVWUDWH�KRZ�
EXUHDXFUDWV��ZKR�DUH� UHJDUGHG�DV�SROLF\� LPSOHPHQWHUV�� WHQG� WR� LQ¿�XHQFH�SROLF\�DW�ERWK� WKH�
IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�VWDJHV��7KH�¾�QDO�VHFWLRQ�RIIHUV�VRPH�FRQFOXGLQJ�UHPDUNV��

&RQFHSWXDO�)UDPHZRUN

$�3ROLF\�GH¾�QHG�

$�SROLF\�PD\�EH�GHVFULEHG�DV�D�JHQHUDO�SULQFLSOH�RU�UXOH�WR�JXLGH�GHFLVLRQV�DQG�DFKLHYH�D�UDWLRQDO�
RXWFRPH�V���6XFK�D�GHVFULSWLRQ�PD\�EH�DGHTXDWH�IRU�RUGLQDU\�XVDJH��+RZHYHU�� LQ�WKH�FRQWH[W�
RI�SXEOLF�DGPLQLVWUDWLRQ�DQG�SXEOLF�SROLF\��D�PRUH�LQIRUPDWLYH�GH¾�QLWLRQ�LV�QHHGHG�WR�SURSHUO\�
SXW�RXU�GLVFXVVLRQ�LQWR�D�FOHDUHU�SLFWXUH��$QGHUVRQ��������GH¾�QHV�SROLF\�DV�D�UHODWLYHO\�VWDEOH��
SXUSRVLYH�FRXUVH�RI�DFWLRQ�IROORZHG�E\�DQ�DFWRU�RU�D�VHW�RI�DFWRUV�LQ�GHDOLQJ�ZLWK�D�SUREOHP�RU�
PDWWHU� RI� FRQFHUQ��7KLV� GH¾�QLWLRQ� WRR�GRHV� QRW� GLVWLQJXLVK� GHFLVLRQV� DQG� DFWLRQV� XQGHUWDNHQ�
LQ�D�SULYDWH�VSKHUH�IURP�WKRVH�XQGHUWDNHQ�LQ�D�SXEOLF�UHDOP��2XU�FRQFHSWLRQ�RI�D�SROLF\�LQ�WKLV�
DUWLFOH�LV�RQH�WKDW�IRFXVHV�RQ�SXEOLF�SROLF\��$�SXEOLF�SROLF\�LV�XQGHUVWRRG�DV�D�SXUSRVLYH�FRXUVH�
RI�DFWLRQ�GHVLJQHG�WR�JXLGH�WKH�GHFLVLRQV�DQG�DFWLRQV�RI�JRYHUQPHQW�LQ�VROYLQJ�SUREOHPV�RI�D�
SXEOLF�QDWXUH��$�SUREOHP�PD\�EH�UHJDUGHG�DV�D�´SXEOLF�SUREOHPµ�RQO\�ZKHQ�D�VLJQL¾�FDQW�QXPEHU�
RI�SHRSOH�DUH�LQYROYHG��WR�WKH�H[WHQW�WKDW�PDQ\�SHRSOH�LQ�VRFLHW\�DUH�DIIHFWHG�E\�WKDW�SUREOHP�DQG�
KHQFH�ZDUUDQWLQJ�WKH�H[SHQGLWXUH�RI�SXEOLF�UHVRXUFHV�LQ�DGGUHVVLQJ�LW��'\H���������
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,Q� WKH� SXEOLF� DUHQD�� WKH� SROLF\� ZRXOG� LGHDOO\� EH� D�PHDQV� IRU� FLWL]HQV� WR� KROG� SXEOLF�
LQVWLWXWLRQV�DFFRXQWDEOH�IRU�WKHLU�DFWLRQV�FRQFHUQLQJ�LVVXHV�RI�SXEOLF�LQWHUHVW��+RZHYHU��WKLV�
LV� QRW� DOZD\V� WKH� FDVH� DV� WKH� SROLF\� SURFHVVHV� DUH� RIWHQ� TXLWH� FRPSOH[��2Q� WKH� RQH� KDQG��
SROLF\�PDNLQJ�LV�VHHQ�DV�DQ�REMHFWLYH�ORJLFDO�SURFHVV�E\�SROLF\�PDNHUV�ZKR�DUH�H[SHFWHG�WR�
DFW�UDWLRQDOO\�DQG�GLVSDVVLRQDWHO\�LQ�WKH�TXHVW�IRU�VROYLQJ�SUREOHPV�IDFLQJ�VRFLHW\��7KHVH��LQ�
RXU�FRQWH[W��PD\�LQFOXGH�VRFLDO�DQG�HFRQRPLF�VHUYLFHV�WR�WKH�FLWL]HQU\��

2Q� WKH� RWKHU� KDQG�� LGHDV� IRU� SROLFLHV� PD\� RULJLQDWH� IURP� LQGLYLGXDOV�� FRPPXQLWLHV��
SDUHQWV�� RUJDQL]DWLRQV�� SXEOLF� RU� SULYDWH� LQVWLWXWLRQV� DQG� RWKHU� LQWHUHVW� JURXSV� VXFK� DV�7UDGH�
8QLRQV��&KDPEHUV�RI�,QGXVWU\��&RPPHUFH�RU�3URIHVVLRQDO�$VVRFLDWLRQV��)DUPHUV�2UJDQL]DWLRQV��
GHYHORSPHQW�SDUWQHUV�DQG�1RQ�*RYHUQPHQWDO�2UJDQL]DWLRQV��1*2V���7KHVH�LGHDV�DUH�WKHQ�ZRUNHG�
XS� WR�EHFRPH�SROLFLHV��%XW� LQ� WKH�QDUURZ�GLVWLQFWLRQ�RI�SROLF\�PDNLQJ� IURP�LPSOHPHQWDWLRQ��
RQO\�SROLWLFLDQV�DUH� UHJDUGHG�DV� WKH�VRXUFH�RI�SXEOLF�SROLFLHV� �.HOPDQ��������� ,W� LV� IURP� WKLV�
SHUVSHFWLYH�RI�DWWHPSWHG�GLVWLQFWLRQ�WKDW�ZH�QRZ�WXUQ�WR�WKH�130�DGYRFDWHV�

7KH�1HZ�3XEOLF�0DQDJHPHQW�

'HVSLWH�EHLQJ�FKDOOHQJHG�E\�PDQ\�PRGHUQ�VFKRODUV�RI�SXEOLF�SROLF\�DQG�DGPLQLVWUDWLRQ�DV�
²D�¾�FWLWLRXV�GLFKRWRP\³��3HWHUV�	�3LHUUH�����������WKH�HPHUJHQFH�RI�WKH�130�PRYHPHQW�LQ�
WKH�����V�DSSHDUV�WR�KDYH�UHVXVFLWDWHG�WKH�QRWLRQ�WKDW�SROLF\�DQG�LPSOHPHQWDWLRQ�DUH�GLVWLQFW�
VSKHUHV��7KH�130�PRYHPHQW�WKDW�VWDUWHG�LQ�$XVWUDOLD��&DQDGD��1HZ�=HDODQG�DQG�WKH�8QLWHG�
.LQJGRP�DQG�ODWHU�VSUHDG�WR�RWKHU�FRXQWULHV�JHQHUDOO\�DLPHG�DW�LPSURYLQJ�ZD\V�RI�RUJDQL]LQJ�
JRYHUQPHQW�EXVLQHVV��PDQDJLQJ�SXEOLF�VHUYLFH�GHOLYHU\�DQG�UHGH¾�QLQJ�WKH�UROH�RI�WKH�VWDWH�LQ�
OLQH�ZLWK�PDUNHW�RULHQWHG�HI¾�FLHQW��HIIHFWLYH�DQG�UHVSRQVLYH�V\VWHPV��/DUEL��������+XJKHV��
�������+RRG���������ZKR�FRLQHG�WKH�WHUP�´QHZ�SXEOLF�PDQDJHPHQWµ��VXPPDUL]HV�WKH�PDLQ�
WKUXVW�RI�130�LQWR�VHYHQ�SUHFHSWV�DV�VKRZQ�LQ�$SSHQGL[����0HDQZKLOH��WKH�HQVXLQJ�GLVFXVVLRQ�
H[DPLQHV�WKH�DUJXPHQWV�IRU�RU�DJDLQVW�WKH�SROLF\�LPSOHPHQWDWLRQ�VHSDUDWLRQ�

$UJXPHQWV�IRU�RU�DJDLQVW�3ROLF\�,PSOHPHQWDWLRQ�6HSDUDWLRQ

7KHUH�DUH�FRQWHQGLQJ�YLHZV�UHJDUGLQJ�WKH�SROLF\�LPSOHPHQWDWLRQ�GLFKRWRP\��6RPH�DUJXH�WKDW�
LI�VHUYLFH�GHOLYHU\�ZHUH�WR�EH�LPSURYHG��SROLF\�PDNLQJ�PXVW�EH�VHSDUDWHG�IURP�LPSOHPHQWDWLRQ�
�0DMRU��������0DWKHU���������7R� LOOXVWUDWH� WKLV�SRVLWLRQ�0DWKHUµV�DUJXPHQW�� IRU�H[DPSOH�� LV�
SDUWLFXODUO\� UHOHYDQW�� ²7KLV� FRQWUDFW�PRGHO� VHSDUDWHV� WKH� SROLWLFDO� SURFHVV� RI� GHWHUPLQDWLRQ�
RI�REMHFWLYHV�DQG�VSHFL¾�FDWLRQ�RI�VHUYLFHV�IURP�WKHLU�GHOLYHU\��UHPRYLQJ�FRQ¿�LFW�RI�LQWHUHVW��
ZKLFK�RFFXUV�ZKHQ�WKRVH�VSHFLI\LQJ�D�VHUYLFH�DUH�DOVR�LWV�GHOLYHUHUV³��0DWKHU�������TXRWHG�LQ�
6WHZDUW�����������

<HW�RWKHUV�DUH�VNHSWLFDO�DERXW�WKLV�SRVLWLRQ�DUJXLQJ�WKDW�ZKLOH�WKH�VHSDUDWLRQ�FDQ�OHDG�WR�
LPSURYHPHQW�RI�VHUYLFH�GHOLYHU\��REOLYLRQ�RI�WKH�FRQWH[W�PD\�OHDG�WR�SUREOHPV�LI�WKH�SROLF\�
LPSOHPHQWDWLRQ�GRJPD�LV� WDNHQ�WR�EH� WKH�XQLYHUVDO�SDQDFHD�IRU�SUREOHPV�UHODWHG� WR�VHUYLFH�
GHOLYHU\��6WHZDUW���������7R�EH�VXUH��6WHZDUW�DUJXHV��²WKH�VHSDUDWLRQ�RI�SROLF\�PDNLQJ�DQG�
LPSOHPHQWDWLRQ�ZLOO� QRW� SURYH� WKH� HOL[LU� WKDW�ZLOO� UHVROYH�PDQ\� RI� WKH� SUREOHPV� RI� SXEOLF�
PDQDJHPHQWª�,W�VKRXOG�EH�VHHQ�DV�RQH�DSSURDFK�UDWKHU�WKDQ�WKH�VROH�DSSURDFK³�WR�PDQDJLQJ�
SXEOLF�VHUYLFHV��6WHZDUW������������7KLV�PHDQV�WKDW�LPSURYHPHQW�RI�VHUYLFH�GHOLYHU\�FDQQRW�
EH�JXLGHG�E\�MXVW�´RQH�EHVW�ZD\µ�DFURVV�WKH�ERDUG��+HQFH��WKH�DSSURSULDWH�DSSURDFK�LV�RQH�WKDW�
LV�FRQWH[W�GULYHQ��



)UDQN�-��0DWHQJ¶H��'HQLV�.DPXJLVKD��5DPDGKDQL�0DULMDQL�	�&KDUOHV�5ZHND]D

7KH�GLYHUVH�VSHFLHV�RI�FROOHFWLYH�DFWLRQ�DQG�RU� UDWLRQDO�FKRLFH� WKHRU\�DVVXPH��DW� URRW��
WKDW�LQGLYLGXDOV�DUH�ODUJHO\�VHOI�LQWHUHVWHG�DQG�VHHN�WR�PD[LPL]H�QHW�EHQH¾�WV��SHUVRQDO�EHQH¾�WV�
PLQXV�SHUVRQDO�FRVWV���1LVNDQHQµV�DVVHUWLRQ�WKDW�SXEOLF�VHUYDQWV�DUH�EXGJHW�PD[LPL]HUV�ZDV�
D�SDUWLFXODUO\�SRZHUIXO�VWDWHPHQW�RI�WKH�FDVH��1LVNDQHQ���������%HFDXVH�SXEOLF�VHUYDQWV�FDQ�
IRUP�DQ�DOOLDQFH�ZLWK�SROLWLFLDQV�WR�WKH�H[WHQW�WKDW�EXGJHW�H[SDQVLRQ�LV�FRQFHLYHG�DV�D�YLFWRU\�
IRU� ERWK�� EXUHDXFUDWV� DQG� SROLWLFLDQV� FDQ� FROODERUDWLYHO\� KLGH� WKH� FRVWV� DQG� EHQH¾�WV� RI� WKH�
VHUYLFHV�WKDW�WKH\�SURGXFH��3HWHUV��������VKDUHV�WKLV�YLHZ��,Q�DGYDQFLQJ�WKLV�SRVLWLRQ��KH�DGDSWHG�
WKH�²9LOODJH�/LIH³�PRGHO�RI�+HOFR�DQG�:LOGDYVN\�LQ�KLV�H[SODQDWLRQ�RI�KRZ�SROLWLFLDQV�DQG�
EXUHDXFUDWV�PD\�FROOXGH�LQ�WKH�SROLF\�PDNLQJ�SURFHVV��$FFRUGLQJ�WR�WKH�PRGHO��EXUHDXFUDWV�
DW� WKH�KLJKHU�HFKHORQV�DQG�SROLWLFLDQV�DUH�FRQFHLYHG�DV� UHODWLYHO\�VKDULQJ�YDOXHV�DQG�JRDOV��
KHQFH�WKH\�FRDOHVFH�WR�GHIHQG�WKH�VWDWXV�TXR�DJDLQVW�´LQWUXGHUVµ��6LPLODUO\��'XQOHDY\��������
KDV�SXUVXHG� WKLV�DUJXPHQW� LQ�KLV�EXUHDX�VKDSLQJ�PRGHO��+H�DUJXHV� WKDW� VHQLRU�RI¾�FLDOV�DUH�
UHDOO\� LQWHUHVWHG� LQ�PD[LPL]LQJ� MXVW� WKH� GLUHFW� UXQQLQJ� FRVWV� RI� WKH� DJHQF\� DQG� WKH� IXQGV�
DYDLODEOH� IRU� FRQWUDFWLQJ� VXSSOLHUV�� DQG� KDYH� OHVV� LQWHUHVW� LQ� PD[LPL]LQJ� WKH� SURJUDPPH�
EXGJHW�HQFRPSDVVLQJ�UHVRXUFHV�SDVVHG�RQ�WR�RWKHU�ERGLHV�IRU�WKHP�WR�VSHQG��7KXV��LW�PLJKW�
EH�LQ� WKH�LQWHUHVWV�RI� WKHVH�RI¾�FLDOV�� WKH�DUJXPHQW�UXQV�� WR�UHOLQTXLVK�GLUHFW�PDQDJHPHQW�RI�
VRPH�DFWLYLWLHV�DV�WKLV�UHOHDVHV�WKHP�IURP�UHVSRQVLELOLWLHV�ZKLOH�DOORZLQJ�WKHP�WR�FRQWLQXH�WR�
LQFUHDVH�WKH�EXGJHWV�WKDW�PDWWHU�WR�WKHP�SHUVRQDOO\��

,W� LV� FOHDU� IURP� WKH� SUHFHGLQJ� GLVFXVVLRQ� WKDW� EXUHDXFUDWV� DUH� SHUFHLYHG� WR� XVH� WKHLU�
PRQRSRO\�RI�LQIRUPDWLRQ�RQ�WKH�FRVWV�DQG�FRQVHTXHQFHV�RI�VHUYLFH�SURYLVLRQ�WR�SURWHFW�WKHLU�
RZQ�LQWHUHVWV�UDWKHU�WKDQ�WR�SURYLGH�EHWWHU�VHUYLFHV��7KLV�DJHQF\�SUREOHP�LQ�1LVNDQHQµV��������
YLHZ�FDQ�EH�UHVROYHG�E\�HQVXULQJ�WKDW�VHUYLFH�GHOLYHU\�LV�DOZD\V�VHSDUDWHG�IURP�WKH�SROLF\�
PDNLQJ�DV�WKLV�ZRXOG�KHOS�WR�EUHDN�XS�WKH�VHOI�VHUYLQJ�EXUHDXFUDF\��%\�FRQWUDVW��'XQOHDY\�
������� LV�VNHSWLFDO�DERXW�D�PHUH�VHSDUDWLRQ�RI� WKH�SROLF\�PDNLQJ�IURP�LPSOHPHQWDWLRQ��+H�
FDXWLRQV�WKDW�HYHQ�ZKHQ�WKLV�VHSDUDWLRQ�LV�PDGH�SRVVLEOH��WKH�VHOI�VHHNLQJ�PRWLYHV�FRXOG�VWLOO�
SUHYDLO�RQ�WKH�SDUW�RI�WKH�VHQLRU�RI¾�FLDOV�ZKR�VHH�PRUH�JORU\�DQG�OHVV�KDUG�ZRUN�LQ�D�SROLF\�
DGYLFH�UROH�ZLWK�OHVV�RSHUDWLRQDO�UHVSRQVLELOLWLHV��7KH�WKHVLV�LQ�ERWK�FDVHV�LV�WKDW�VLQFH�SXEOLF�
ERGLHV�DUH�SDUWLFXODUO\�SURQH� WR�FDSWXUH�E\� WKH� LQFXPEHQW�RI¾�FLDOV��GLVWLQJXLVKLQJ�EHWZHHQ�
ZKDW�WKH�DJHQF\�VKRXOG�GR��SROLF\��DQG�KRZ�LW�ZLOO�GR�LW��LPSOHPHQWDWLRQ��LV�D�NH\�VWUDWHJ\�IRU�
UHGXFLQJ�WKLV�ULVN��7KH�IRUHJRLQJ�GLVFXVVLRQ�UHFRJQL]HV�WKDW�WKHUH�LV�D�SRVVLELOLW\�IRU�SROLWLFLDQV�
DQG�EXUHDXFUDWV�WR�FROOXGH�LQ�WKH�SROLF\�SURFHVV�IRU�SXUHO\�SULYDWH�PRWLYHV��:KHQ�WKLV�LV�WKH�
FDVH��DFFRXQWDELOLW\�WR�WKH�FLWL]HQV�ZLOO�OLNHO\�VXIIHU��,Q�RUGHU�WR�DYRLG�RU�DW�OHDVW�PLQLPL]H�WKLV�
ULVN�RI�´FDSWXUHµ��LW�LV�LPSHUDWLYH��WKH�SURSRVDO�JRHV��WR�DGRSW�D�UROH�GLIIHUHQWLDWLRQ�VWUDWHJ\�

7KH�FDSWXUH�DUJXPHQW�SUHVXSSRVHV�WKDW�VHSDUDWLRQ�RI�SROLF\�PDNLQJ�IURP�LPSOHPHQWDWLRQ�
WDVNV�ZLOO� UHGXFH� WKH� ULVN� WKDW� SROLF\� LV� EHLQJ�PDGH� WR� MXVWLI\� WKH� SUHIHUHQFHV� RI� IDYRXUHG�
JURXSV��ZKLFK��LQ�WKLV�FDVH��PLJKW�EH�WKH�H[LVWLQJ�VHUYLFH�SURYLGHUV��3HUIXQFWRULO\�H[DPLQHG��
WKH�SROLF\�LPSOHPHQWDWLRQ�VHSDUDWLRQ�DSSHDUV�WR�KDYH�D�VWURQJ�MXVWL¾�FDWLRQ�LQ�WKDW�LW�VHHNV�WR�
FRXQWHUDFW�VHOI�LQWHUHVWV��,Q�UHDOLW\��KRZHYHU��WKH�FKRLFH�PLJKW�EH�EHWZHHQ�WKH�GHYLO�DQG�WKH�
GHHS�EOXH�VHD��PHDQLQJ�WKDW� WKH�IHDU�RI�FDSWXUH�E\�SURYLGHUV�PLJKW�EH�SURYLGLQJ�DQ�H[FXVH�
RQO\�WR�FRQFHDO�D�PRUH�SHUQLFLRXV�FDSWXUH�E\�RWKHUV��*LYHQ�WKH�IDFW�WKDW�WKHUH�LV�QR�VKRUWFXW�
WR�FKHFNLQJ�WKH�TXDOLW\�RI�SROLF\�EHIRUH�LPSOHPHQWDWLRQ�EHJLQV��WKHUH�DUH�FKDQFHV�RI�D�SROLF\�
GULIWLQJ� IURP� WKH� SXUSRVH� IRU�ZKLFK� LW�ZDV� LQWHQGHG� GXULQJ� WKH� FRXUVH� RI� LPSOHPHQWDWLRQ��
$QDO\VWV�KDYH�DUJXHG�WKDW�WKLV�WLPH�ODJ�SURYLGHV�URRP�IRU�WKH�SROLF\�SURYLGHUV�WR�SXVK�WKURXJK�
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SROLFLHV�WKDW�¾�W�LQ�ZLWK�WKHLU�LGHRORJLFDO�RU�EXVLQHVV�DVSLUDWLRQV��6WHZDUW���������%RVWRQ��������
VXJJHVWV�WKDW�WKLV�PD\�EH�RQH�UHDVRQ�ZK\��HYHQ�DW�WKH�]HQLWK�RI�PDQDJHULDOLVW�REVHVVLRQ�LQ�1HZ�
=HDODQG�GXULQJ�WKH�HDUO\�����V��SROLF\�DGYLFH�ZDV�FRQWUDFWHG�RXW�OHVV�LQ�SUDFWLFH�WKDQ�PLJKW�
KDYH�EHHQ�H[SHFWHG��6WHZDUW� �������SURSRVHV�FHUWDLQ�FRQGLWLRQV�XQGHU�ZKLFK�VHSDUDWLRQ�RI�
SROLF\�IURP�LPSOHPHQWDWLRQ�FDQ�EH�PDGH�SRVVLEOH�RU�RWKHUZLVH��,W�LV�WR�DQ�H[SORUDWLRQ�RI�WKHVH�
FRQGLWLRQV�WKDW�WKH�HQVXLQJ�GLVFXVVLRQ�WXUQV�

&RQGLWLRQV�IRU�SROLF\�LPSOHPHQWDWLRQ�GLFKRWRP\

7KH� FRQGLWLRQV� IRU� D� GLFKRWRPRXV� SROLF\�LPSOHPHQWDWLRQ� GHSHQG� RQ� YDULRXV� IDFWRUV�� ,Q�
6WHZDUWµV��������YLHZ��IRU�VXFK�GLFKRWRP\�WR�KDSSHQ�WKHUH�KDV�JRW�WR�EH�D�FOHDU�VSHFL¾�FDWLRQ�RI�
WKH�SROLF\�WR�EH�H[HFXWHG��7KLV�LV�VLPSO\�PHDQW�WR�RIIHU�DQ�HODERUDWH�JXLGH�IRU�LPSOHPHQWDWLRQ��
7KHUH�DUH�VHYHUDO�DSSURDFKHV�WR�WKLV�HQG��LQFOXGLQJ�WKH�XVH�RI�ZHOO�VSHFL¾�HG�VHUYLFH�FRQWUDFWV�
WKURXJK�FRPSHWLWLYH�WHQGHULQJ�DQG�D�IUDPHZRUN�RI�DJUHHPHQWV��$FFRUGLQJO\��6WHZDUW�PDNHV�
WKH�IROORZLQJ�HLJKW�DVVXPSWLRQV�LI�SROLF\�LPSOHPHQWDWLRQ�VHSDUDWLRQ�LV�WR�SUHYDLO���L��SROLF\�LV�
VSHFL¾�HG�LQ�DGYDQFH�RI�DFWLRQ���LL��SROLF\�LV�VSHFL¾�HG�LQ�VXI¾�FLHQW�GHWDLOV�VXFK�WKDW�LW�DQWLFLSDWHV�
DOO� WKH�HYHQWXDOLWLHV��EXW� WKLV� WRR��QR�PDWWHU�KRZ�GHVLUDEOH�LW�PD\�EH��UHPDLQV�XQUHDOLVWLF�DV�
SROLFLHV�FDQ�QHYHU�EH�VSHFL¾�HG�WR�FRYHU�DOO�XQFHUWDLQWLHV���LLL��SROLF\�LV�VSHFL¾�HG�LQ�ZD\V�WKDW�
FDQ� EH� DVVXPHG� WR� DSSO\� IRU� D� JLYHQ� SHULRG� RI� WLPH�� �LY�� SROLF\� LV� VSHFL¾�HG� LQ� WHUPV� WKDW�
FDQ�EH�PRQLWRUHG�WR�HQVXUH�HIIHFWLYH�LPSOHPHQWDWLRQ���Y��LVVXHV�RI�SROLF\�DUH�QRW�UDLVHG�E\�
WKH�SURFHVV�RI� LPSOHPHQWDWLRQ��KRZHYHU�� LQ�SUDFWLFH�SROLF\�UHYLHZV�DUH�QRW�XQFRPPRQ�DQG�
WKH\�WHQG�WR�EH�LQIRUPHG�E\�LPSOHPHQWDWLRQ�H[SHULHQFHV���YL��WKH�PDNLQJ�RI�SROLF\�GRHV�QRW�
UHTXLUH�DGYLFH�IURP�WKRVH�HQJDJHG�LQ�LPSOHPHQWDWLRQ��DJDLQ�WKLV�DVVXPSWLRQ�LV�IDU�GLYRUFHG�
IURP�SUDFWLFH�� �YLL�� D� FOHDU� GHPDUFDWLRQ� H[LVWV� EHWZHHQ�SROLF\�PDNLQJ� DQG� LPSOHPHQWDWLRQ�
VR� WKDW� DFFRXQWDELOLW\� FDQ�EH� HQVXUHG�� DQG�¾�QDOO\�� �YLLL�� WKH� LPSOHPHQWDWLRQ�RI� D�SDUWLFXODU�
SROLF\�DFWLYLW\�LQ�LWV�RSHUDWLRQ�DQG�LWV�LPSDFW�FDQ�EH�VHSDUDWHG�IURP�RWKHU�DFWLYLWLHV��6WHZDUW��
���������

,W�LV�FOHDU�IURP�WKH�IRUHJRLQJ�WKDW�6WHZDUW�UHFRJQL]HV�WKDW�WKHUH�DUH�FHUWDLQ�DUHDV�RI�VHUYLFH�
GHOLYHU\� LQ� ZKLFK� WKH� SROLF\�LPSOHPHQWDWLRQ� VHSDUDWLRQ� GRHV� QRW� ZRUN�� ,QYRNLQJ� .HWWOµV�
�������ZRUN�RQ�WKH�YDU\LQJ�QDWXUH�RI�VHUYLFH�FRQWUDFWV�LQ�WKH�JRYHUQPHQW�RI�WKH�8QLWHG�6WDWHV�
RI�$PHULFD��KH�DUJXHV��²WKH�UHDOLW\�LV�WKDW�WKHVH�DVVXPSWLRQV�ZLOO�KROG�WR�D�JUHDWHU�RU�OHVV�H[WHQW�
IRU�GLIIHUHQW�VHUYLFHV³��6WHZDUW������������([SHULHQFH�VKRZV�WKDW�FRQWUDFWLQJ�RXW�VXFK�VHUYLFHV�
DV� JDUGHQLQJ� DQG� ODQGVFDSLQJ�� FDWHULQJ� VHUYLFHV�� OLFHQVH� SURFHVVLQJ�� VWUHHW� FOHDQLQJ� DQG�
JDUEDJH�FROOHFWLRQ��DQG�WKH�OLNH��PD\�QRW�RQO\�EH�UHODWLYHO\�HDVLHU�EXW�DOVR��LQ�VRPH�FDWHJRULHV�
RI�VHUYLFH��SURGXFH�H[SHFWHG�UHVXOWV�WKDQ��IRU�H[DPSOH��FRQWUDFWLQJ�RXW�UDLOZD\�VHUYLFHV�DQG�
HOHFWULFLW\�JHQHUDWLRQ�DQG�VXSSO\��.HWWO���������,Q�7DQ]DQLD��IRU�H[DPSOH��WKH�GHOLYHU\�RI�VXFK�
VHUYLFHV�DV�JDUEDJH�FROOHFWLRQ��FROOHFWLRQ�RI�SDUNLQJ�IHHV��FOHDQOLQHVV�LQ�VWUHHWV�DQG�JRYHUQPHQW�
RI¾�FHV��SXEOLF�VFKRROV��KRVSLWDOV��XQLYHUVLWLHV��DQG�DJHQFLHV�KDYH�ODUJHO\�EHHQ�FRQWUDFWHG�RXW�
WR�SULYDWH�FRPSDQLHV�VLQFH�WKH�����V��1N\D��������1MXQZD���������

2Q� WKH� FRQWUDU\�� DWWHPSWV� WR� DSSO\� SXEOLF� SULYDWH� SDUWQHUVKLS� �333�� DUUDQJHPHQW� LQ�
PDQDJLQJ� WKH� 7DQ]DQLD� 5DLOZD\� &RUSRUDWLRQ� �75&��� ZKLFK� LV� D� VWDWH�RZQHG� FRUSRUDWLRQ��
IRU�H[DPSOH��KDYH�SURYHQ�GLI¾�FXOW��7R�EH�VXUH��LQ�2FWREHU������WKH�JRYHUQPHQW�RI�7DQ]DQLD�
HQWHUHG�LQWR�D�333�DJUHHPHQW�ZLWK�WKH�5LWHV�&RPSDQ\�RI�,QGLD�WKDW�DOORZHG�WKH�SULYDWL]DWLRQ�RI�
75&�ZLWK�D�PDMRULW\�RI����SHU�FHQW�VKDUHV�JRLQJ�WR�5LWHV�OHDYLQJ�WKH�JRYHUQPHQW�ZLWK����SHU�



)UDQN�-��0DWHQJ¶H��'HQLV�.DPXJLVKD��5DPDGKDQL�0DULMDQL�	�&KDUOHV�5ZHND]D

FHQW�RI�WKH�VKDUHV��7KLV�SULYDWL]DWLRQ�OHG�WR�D�FKDQJH�RI�QDPH�IURP�75&�WR�7DQ]DQLD�5DLOZD\�
/LPLWHG��75/���7KH�PRYH�WR�SULYDWL]H�75&�ZDV�PHDQW�WR��LQWHU�DOLD��DOORZ�WKH�JRYHUQPHQW�
PRUH�VSDFH�WR�GHDO�ZLWK�SROLF\�LVVXHV��OHDYLQJ�WKH�GD\�WR�GD\�PDQDJHPHQW�WR�75/��&RQWUDU\�
WR� H[SHFWDWLRQV�� 75/� FRXOG� QRW� GHOLYHU� ZKDW� LW� SURPLVHG� DQG� KHU� FRQWUDFW� KDG� HYHQWXDOO\�
WR�EH� WHUPLQDWHG��7KLV�'D\�QHZVSDSHU� UHSRUWV� WKDW�DIWHU� WKH� WDNHRYHU�E\� WKH�5,7(6��75/µV�
SHUIRUPDQFH�DFWXDOO\�EHFDPH�ZRUVH� WKDQ�EHIRUH� WKH�SULYDWL]DWLRQ�H[HUFLVH��)RU� LQVWDQFH�� LQ�
�����LW�UHYLHZHG�LWV�SHUIRUPDQFH�WDUJHWV�IURP�DQ�HVWLPDWHG�RQH�PLOOLRQ�WRQQHV�RI�FDUJR�WR�EH�
FDUULHG�LQ�WKDW�\HDU�WR���������WRQQHV��+RZHYHU��E\�WKH�HQG�RI������75/�KDG�PDQDJHG�WR�FDUU\�
RQO\���������WRQQHV�RI�IUHLJKW�FRPSDUHG�WR���������WRQQHV�WUDQVSRUWHG�E\�KHU�SUHGHFHVVRU��
75&��LQ�������7KLV�'D\�QHZVSDSHU��7KXUVGD\����������

)URP�WKH�IRUHJRLQJ�GLVFXVVLRQ�LW�PD\�EH�DUJXHG�WKDW�WKH�QDWXUH�RI�333�LQ�VXFK�DUHDV�DV�
JDUEDJH�FROOHFWLRQ��FOHDQOLQHVV�RI�VWUHHWV�DQG�RWKHU�SXEOLF�RI¾�FHV��DQG�IHHV�FROOHFWLRQ��HWF��VHHPV�
WR�EH�GLIIHUHQW�IURP�333�LQ�UDLOZD\�VHUYLFHV��IRU�H[DPSOH��:KLOH�WKH�RUJDQL]DWLRQ�DQG�GHOLYHU\�
RI� WKH� IRUPHU� LV� UHODWLYHO\� OHVV� FRPSOH[�ZLWK� QRWDEOH� VXFFHVV�� SUREDEO\� GXH� WR� OHVV� FDSLWDO�
LQYHVWPHQW� UHTXLUHG�� WKH� ODWWHU�KDV�SURYHQ� IDU�GLI¾�FXOW� WR�KDQGOH��7KHUHIRUH� WKH�DVVXPSWLRQ�
WKDW� ´RQH�VL]H�¾�WV�DOO�µ�RIWHQ�FHOHEUDWHG�E\�130�� WHQGV� WR�GLVUHJDUG� WKHVH�XQLTXH� VLWXDWLRQV�
KHQFH�EHLQJ�XQDEOH�WR�UHVROYH�LQHI¾�FLHQF\�DQG�LQHIIHFWLYHQHVV�WKDW�WKH�SROLF\�LPSOHPHQWDWLRQ�
GLFKRWRP\�VHHNV�WR�DGGUHVV��

,PSOLFDWLRQV�RI�WKH�130�IRU�6HUYLFH�'HOLYHU\�LQ�7DQ]DQLD

7KH� 130� PRYHPHQW� KDV� KDG� VLJQL¾�FDQW� LPSOLFDWLRQV� IRU� VHUYLFH� GHOLYHU\� LQ� 7DQ]DQLD��
,OOXPLQDWLQJ�WKH�LQ¿�XHQFH�RI�130�LQ�WKH�PDQDJHPHQW�RI�SXEOLF�DIIDLUV��+XJKHV�QRWHV��²7KH�
WDVNV�LQYROYHG�LQ�WKH�SXEOLF�VHFWRU�DUH�QRZ�FRQVLGHUHG�PRUH�PDQDJHULDO��UHTXLULQJ�VRPHRQH�WR�
WDNH�UHVSRQVLELOLW\�IRU�WKH�DFKLHYHPHQW�RI�UHVXOWV��LQVWHDG�RI�EHLQJ�UHJDUGHG�DV�DGPLQLVWUDWLYH�
ZLWK�SXEOLF�VHUYDQWV�PHUHO\�IROORZLQJ�LQVWUXFWLRQV³��+XJKHV�����������,Q�RUGHU�WR�HQVXUH�WKDW�
SXEOLF�VHFWRU�PDQDJHUV�ZHUH�PRUH�HIIHFWLYH�LQ�DFKLHYLQJ�UHVXOWV�D�QXPEHU�RI�PHDVXUHV�ZHUH�
SURSRVHG�XQGHU�WKH�DHJLV�RI�130��7KHVH�LQFOXGHG�WKH�FUHDWLRQ�RI�([HFXWLYH�$JHQFLHV��($V���
WKH�DGRSWLRQ�RI�WKH�3XEOLF�3ULYDWH�3DUWQHUVKLSV��333��LQ�VHUYLFH�GHOLYHU\��DPRQJ�RWKHUV��,Q�WKH�
QH[W�VHFWLRQ��HDFK�RI�WKHVH�DSSURDFKHV�ZLOO�EH�GLVFXVVHG�WR�DVFHUWDLQ�WKHLU�LPSDFW�LQ�VHUYLFH�
GHOLYHU\�LQ�7DQ]DQLD�

$JHQFL¾�FDWLRQ�LQ�7DQ]DQLD

7KH�FRQFHSW�RI�´DJHQFL¾�FDWLRQµ��VRPH�FDOO�LW�´GLVWULEXWHG�JRYHUQDQFHµ��LV�RQH�RI�WKH�GH¾�QLQJ�
IHDWXUHV� RI� WKH� 130� DQG� SRVVLEO\� LWV� PRVW� IUHTXHQWO\� DGRSWHG� DQG� IDU�UHDFKLQJ� SROLF\�
SURSRVDO� �0R\QLKDQ�� �������$JHQFL¾�FDWLRQ� LV� VLPSO\� D� WHUP� XVHG� WR� GHQRWH� WKH� WHQGHQF\�
DPRQJ�JRYHUQPHQWV�WR�FUHDWH�($V��7KHVH�($V��DFFRUGLQJ�WR�WKH�2UJDQL]DWLRQ�IRU�(FRQRPLF�
&RRSHUDWLRQ� DQG� 'HYHORSPHQW� �2(&'��� DUH� ²DUPµV�OHQJWK� DJHQFLHV� FRQWUDFWHG� RXW� RI� WKH�
�JRYHUQPHQW��GHSDUWPHQW��ZKLFK�DUH�JLYHQ�PDQDJHULDO�DXWRQRP\�DQG�¿�H[LELOLW\�LQ�EXGJHWLQJ�
DQG�KXPDQ�UHVRXUFHV�PDQDJHPHQW³��2(&'�������FLWHG�LQ�/HH�	�0RRQ�������������7KHUH�LV�
PXFK�FRQWURYHUV\�RYHU�WKH�GH¾�QLWLRQ�RI�DJHQFLHV�EXW�D�FRQVHQVXV�KDV�HPHUJHG�WKDW�DQ�́ DJHQF\µ�
LQ�WHUPV�RI�DJHQFL¾�FDWLRQ�FRQFHUQV�DQ�RUJDQL]DWLRQ�WKDW��L��LV�VWUXFWXUDOO\�GLVDJJUHJDWHG�IURP�
WKH�JRYHUQPHQW�DQG� �LL��RSHUDWHV�XQGHU�PRUH�EXVLQHVV�OLNH�FRQGLWLRQV� WKDQ� WKH�JRYHUQPHQW�
EXUHDXFUDF\� �7DOERW�	�3ROOLW�� �������$JHQFLHV� FDQ�� IRU� H[DPSOH�� KDYH� D� GLIIHUHQW�¾�QDQFLDO�
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V\VWHP�DQG�SHUVRQQHO�SROLFLHV��DOWKRXJK�WKH�GHJUHHV�RI�¾�QDQFLDO��SHUVRQQHO��DQG�PDQDJHPHQW�
DXWRQRP\�YDU\�SHU��W\SH�RI��RUJDQL]DWLRQ��3ROOLWW�	�%RXFNDHUW���������130�UHIRUPHUV�VDZ�
WKHVH�($V�DV�D�JRRG�HOL[LU�IRU�WKH�LQHI¾�FLHQW�VHUYLFH�GHOLYHU\��LELG��

7KHUH�DUH�GLYHUVH�PRGHOV�RI�WKH�DJHQFL¾�FDWLRQ�SURFHVV��7KH�2(&'�SURSRVHV�WKUHH��
EDVLF�FULWHULD�WKDW�FRPPRQO\�FKDUDFWHUL]H�WKH�130�YHUVLRQ�RI�DJHQFLHV��2(&'��
������

L�� 6WUXFWXUDO�GLVDJJUHJDWLRQ�DQG��RU�FUHDWLRQ�RI�WDVNV�VSHFL¾�F�RUJDQL]DWLRQV�
LL�� 3HUIRUPDQFH�FRQWUDFWLQJ��VRPH�IRUP�RI�SHUIRUPDQFH�WDUJHWV�VHWWLQJ��PRQLWRULQJ�DQG�

UHSRUWLQJ�
LLL�� 'HUHJXODWLRQV�RI�FRQWURO�RYHU�SHUVRQQHO��¾�QDQFH�DQG�RWKHU�PDQDJHPHQW�PDWWHUV�

'HVSLWH� WKH� ZLGH� DGRSWLRQ� RI� WKH� DJHQFL¾�FDWLRQ�PRGHO� LQ� ERWK� GHYHORSHG� DQG� GHYHORSLQJ�
FRXQWULHV�� HYLGHQFH� UHYHDOV� WKH� PL[WXUH� RI� ERWK� VXFFHVV� DQG� IDLOXUHV�� )RU� RQH� WR� EHWWHU�
XQGHUVWDQG�WKH�LVVXH�RI�H[HFXWLYH�DJHQFLHV�LQ�7DQ]DQLD��WKH�NQRZOHGJH�RI�WKH�LPSDFW�WKDW�WKH�
130�PRYHPHQW�KDV�KDG�RQ�SXEOLF�DGPLQLVWUDWLRQ�ZRUOGZLGH�LV�LPSRUWDQW��7KH�DUJXPHQW�WKDW�
UXOH�EDVHG�EXUHDXFUDWLF�FRQWUROV�DQG� UHJXODWLRQ�VWL¿�H�HI¾�FLHQW�DQG�HIIHFWLYH�SHUIRUPDQFH� LQ�
SXEOLF�VHUYLFH�GHOLYHU\�LV�PDLQO\�URRWHG�IURP�WKH�130�PRYHPHQW�WKDW�VZHSW�DFURVV�QDWLRQV��

7KH�8QLWHG�5HSXEOLF�RI�7DQ]DQLD��857��LV�RQH�RI�WKH�FRXQWULHV�WKDW�LPSOHPHQW�130�EDVHG�
UHIRUPV�LQ�OLQH�ZLWK�WKH�GRFWULQH�WKDW�SROLF\�PDNLQJ�VKRXOG�EH�VHSDUDWHG�IURP�LPSOHPHQWDWLRQ��
2QH�RI�WKH�IHDWXUHV�RI�WKH�7DQ]DQLDQ�SXEOLF�VHFWRU�UHIRUPV�LV�WKH�IRUPDWLRQ�RI�($V��7KHVH�($V�
ZHUH�HQYLVDJHG�WR�EH�UHODWLYHO\�VPDOO�DQG�DXWRQRPRXV�JRYHUQPHQW�XQLWV�ZLWK�WKH�UHVRXUFHV�
DQG�SRZHU�WKH\�QHHG�WR�GHOLYHU�JRRGV�DQG�VHUYLFHV�LQ�WKH�PRVW�HI¾�FLHQW�DQG�HIIHFWLYH�PDQQHU��
6HFWLRQ������RI�WKH�([HFXWLYH�$JHQFLHV�$FW�1R�����RI������LV�LOOXVWUDWLYH��²LQ�WKH�SHUIRUPDQFH�
RI�LWV�IXQFWLRQV��DQ�([HFXWLYH�$JHQF\�VKDOO�REVHUYH�WKH�IROORZLQJ�SULQFLSOHV�

�L�� �7R�SURYLGH�LWV�VHUYLFHV�WR�LWV�FXVWRPHUV�DQG�WKH�SXEOLF�LQ�WKH�PRVW�HI¾�FLHQW�DQG�HIIHF�
WLYH�PDQQHU

�LL�� �7R�PDQDJH�LWV�DIIDLUV�LQ�D�EXVLQHVV�OLNH�DQG�FRVW�HIIHFWLYH�PDQQHU�DQG�LQ�DFFRUGDQFH�
ZLWK�PRGHUQ�PDQDJHPHQW�SUDFWLFHV�DQG�WHFKQLTXHV�DQG��LQ�SDUWLFXODU��WR�DSSO\�WR�LWV�
RSHUDWLRQV�WKH�EHVW�VWDQGDUGV�RI�¾�QDQFLDO�PDQDJHPHQW�DQG�DFFRXQWLQJ

�LLL�� �7R�HQVXUH�WKDW�LWV�RSHUDWLRQV�DUH�GHVLJQHG�WR�SURYLGH�WKH�EHVW�VHUYLFHV�WR�LWV�FXVWRPHUV�
DQG�WR�PDLQWDLQ�D�KLJK�GHJUHH�RI�UHVSRQVLYHQHVV�WR�WKHLU�QHHGV��857���������

7KLV�GHYHORSPHQW�ZDV�H[SHFWHG�WR�HQKDQFH�FXVWRPHU�RULHQWHG�VHUYLFH�SURYLVLRQ�DQG�IDFLOLWDWH�
D�SHUIRUPDQFH�FHQWHUHG�FXOWXUH�LQ�WKH�JRYHUQPHQW�ZLWK�LQFUHDVHG�DXWRQRP\�IRU�DJHQFLHV�LQ�
WHUPV�RI�¿�H[LELOLW\�LQ�UHVRXUFH�XVH��7KDW�LV�WR�VD\��OHVV�KLHUDUFKLFDO�DQG�SROLWLFDO�LQ¿�XHQFH�RQ�
WKHLU�GDLO\�RSHUDWLRQV�ZDV�H[SHFWHG��KHQFH�DOORZLQJ�WKHP�PRUH�PDQDJHULDO�IUHHGRPV��

7KH�SDFH�DW�ZKLFK�WKHVH�($V�DUH�IRUPHG�LV�UHODWLYHO\�KLJK��)RU�H[DPSOH��EHWZHHQ������
DQG������ DORQH�� ��� DJHQFLHV� KDG�EHHQ� HVWDEOLVKHG� �1JRZL�� �������%\�'HFHPEHU������� ���
($V�KDG�EHHQ� IRUPHG� LQ�7DQ]DQLD� �857���������7KLV�QXPEHU�KDG� LQFUHDVHG� WR����E\�-XQH�
������857���������:KHWKHU�RU�QRW�WKH�REMHFWLYHV�IRU�ZKLFK�($V�ZHUH�HVWDEOLVKHG�KDYH�EHHQ�
PHW� LV� D� TXHVWLRQ� WKDW� KDV� UHFHLYHG�PL[HG� UHVSRQVHV��$� VWXG\� GRQH� E\� WKH� JRYHUQPHQW� RI�
7DQ]DQLD� LQ� ����� FRYHULQJ� ���($V�� IRU� H[DPSOH�� HYDOXDWHG� WKH� SHUIRUPDQFH� RI�($V� VLQFH�
WKHLU� LQFHSWLRQ� LQ������ WR�������7KH� VWXG\� LQGLFDWHV� WKDW� VRPH�($V� UHJLVWHUHG�TXDQWLWDWLYH�
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LPSURYHPHQWV�� )RU� LQVWDQFH�� UHYHQXH� FROOHFWLRQ� WUHQGV� VLJQL¾�FDQWO\� LPSURYHG�� OHYHOV� RI�
VHUYLFH�GHOLYHU\�LQFUHDVHG��VWDII�EHFDPH�PRUH�SURIHVVLRQDO�DQG�EHWWHU�HGXFDWHG�DV�FRPSDUHG�
WR�SUHYLRXV�WUHQGV��,W�FRQFOXGHG��KRZHYHU��WKDW�WKHUH�ZDV�QR�HYLGHQFH�RI�LPSURYHPHQW�LQ�WKH�
TXDOLW\�DQG�RU�HIIHFWLYHQHVV�RI�VHUYLFH�GHOLYHU\� �857���������7KLV�PD\�EH�DWWULEXWHG� WR� WKH�
JRYHUQPHQWµV��WKH�SULQFLSDO��LQDELOLW\�WR�PRQLWRU�WKH�SHUIRUPDQFH�RI�WKHVH�($V�DQG�UHOXFWDQFH�
WR�JUDQW� WKHP�DXWRQRP\�� ,Q�KLV� VSHHFK��7DQ]DQLDµV�3ULPH�0LQLVWHU�0L]HQJR�3��3LQGD��RQFH�
QRWHG�WKDW�WKH�PRQLWRULQJ�RI�($V�E\�SDUHQW�DQG�FHQWUDO�PLQLVWULHV�ZDV�ZHDN��LQ�SDUW��GXH�WR�
DQ�XQFOHDU�DFFRXQWDELOLW\�DQG�SHUIRUPDQFH�IUDPHZRUN��857���������$�UHODWHG�LVVXH�JHUPDQH�
WR�($V�LV�WKH�GHJUHH�RI�WKHLU�DXWRQRP\�DQG�FRQWURO�IURP�WKH�JRYHUQPHQW��7KH�TXHVWLRQ�WKDW�LV�
RIWHQ�UDLVHG�LV��KRZ�FDQ�DXWRQRP\�DQG�FRQWURO�EH�EDODQFHG"

:KLOH��RQ�WKH�RQH�KDQG��WKH�JRYHUQPHQW�LV�H[SHFWHG�WR�JUDQW�PRUH�DXWRQRP\�WR�WKH�($V�
WR�DOORZ�WKH�PDQDJHUV��WKH�DJHQW��WR�PDQDJH��L�H��NHHSLQJ�LWV�KDQGV�RII���LW�UHWDLQV�WKH�RYHUVLJKW�
UROH�RI�HQVXULQJ�WKDW� WKH�ODWWHU�SHUIRUP�WR�H[SHFWDWLRQV��L�H��NHHSLQJ�LWV�H\HV�RQ���6WULNLQJ�D�
EDODQFH�EHWZHHQ�WKH�WZR�KDV�RIWHQ�SURYHQ�GLI¾�FXOW��DW�OHDVW��DW�WKH�OHYHO�RI�SUDFWLFH�UHVXOWLQJ�
LQWR�IXUWKHU�VXEYHUVLRQ�RI�WKH�DJHQFLHVµ�LQGHSHQGHQFH��,W�PXVW�EH�QRWHG�WKDW�KLVWRU\�SURYLGHV�
XV�ZLWK�PL[HG�PHVVDJHV� DERXW� VHWWLQJ�XS�QHZ�RUJDQL]DWLRQV� WR� HYDGH�JHQHUDO� SUREOHPV�RI�
JRYHUQDQFH� LQ� WKH�SXEOLF� VHFWRU��)LUVW�� LW� LV� YHU\�GLI¾�FXOW� IRU� DQ\�SXEOLF� RUJDQL]DWLRQ� WR� EH�
FRPSOHWHO\� LQVXODWHG� IURP�UHODWLRQV�ZLWK�RWKHU�SXEOLF�RUJDQL]DWLRQV��([FHSW�ZKHQ�DJHQFLHV�
DUH�HQWLUHO\�WKH�FOLHQWV�RI�GRQRUV��WKH\�ZLOO�GHSHQG�RQ�PLQLVWULHV�RI�¾�QDQFH�DQG�RWKHU�FHQWUDO�
RUJDQL]DWLRQV�IRU�VRPH�VHUYLFHV�RU�DSSURYDOV��6HFRQG��LW�LV�FHUWDLQO\�GLI¾�FXOW�WR�FUHDWH�D�ODVWLQJ�
SHUIRUPDQFH�FXOWXUH�LQ�WKH�DJHQFLHV��DW�OHDVW�IRU�D�VKRUW�WLPH��LQ�WKH�PLGVW�RI�D�QRQ�SHUIRUPLQJ�
JRYHUQPHQW��7KLUG�� LI� FRUUXSWLRQ� RU� SDWURQDJH� LV� SHUYDVLYH� LQ� JRYHUQPHQW�� WKHQ� VHWWLQJ� XS�
D�QHZ�DJHQF\�PD\�QRW� UHVROYH� WKH�SUREOHPV�RI� LQHI¾�FLHQF\�DQG� LQHIIHFWLYHQHVV��:KHQHYHU�
SRZHU�LV�UHGLVWULEXWHG��DV�LW�LV�ZKHQ�D�QHZ�RUJDQL]DWLRQ�LV�FUHDWHG��FHUWDLQ�TXDUWHUVµ�LQWHUHVWV�
DUH�EHLQJ�DIIHFWHG�� DQG� WKH\�ZLOO� UHDFW� DQG�PD\�SUREDEO\� DWWHPSW� WR�KDOW� WKH� FKDQJH�EHLQJ�
LQWURGXFHG��7KLV�FDQ�EH� VHHQ�DW� WZR� OHYHOV��QDPHO\��DGPLQLVWUDWLYH�DXWRQRP\�DQG�¾�QDQFLDO�
UHVRXUFHV��

,Q� WKH� IRUPHU� FDVH� ZH� GUDZ� RQ� UHFHQW� GHYHORSPHQWV� LQ� 7DQ]DQLD� WR� LOOXVWUDWH� WKH�
UHODWLRQVKLS�EHWZHHQ�($V�DQG�WKHLU�SDUHQW�PLQLVWULHV��D�VXEMHFW�WR�ZKLFK�WKH�QH[W�SDUDJUDSK�
ZLOO�VKRUWO\�WXUQ��$V�UHJDUGV�WKH�TXHVWLRQ�RI�UHVRXUFHV��LW�LV�ZRUWK�QRWLQJ�WKDW�DXWRQRP\�JRHV�
ZLWK�UHVRXUFHV�� ,I� WKHUH�DUH�QR�DGHTXDWH�UHVRXUFHV� WKHUH�FDQ�KDUGO\�EH�DXWRQRP\��6XI¾�FH� LW�
WR�UHPLQG�RXUVHOYHV�RI�WKH�ROG�DGDJH��WKH�RQH�ZKR�SD\V�WKH�SLSHU�FDOOV�WKH�WXQH��6LQFH�PRVW�
RI�WKH�DJHQFLHV�VWLOO�GHSHQG�RQ�WKH�FHQWUDO�JRYHUQPHQW�DQG�GRQRUV�IRU�WKHLU�EXGJHWV��D�WDON�RI�
DXWRQRP\��ZKLOH�GHVLUDEOH��LQ�SUDFWLFH�UHPDLQV�PRUH�UKHWRULF�WKDQ�UHDO��

0RUHRYHU��LW�ZDV�QRW�XQWLO�UHFHQWO\�WKDW�WKH�SHUPDQHQW�VHFUHWDULHV�RI�WKH�SDUHQW�PLQLVWULHV�
ZHUH�VLWWLQJ�RQ�WKH�ERDUGV�RI�WKHVH�DJHQFLHV��:KLOH�WKLV�ZDV�LGHDOO\�PHDQW�WR�HQVXUH�HIIHFWLYH�
RYHUVLJKW�RI�WKHVH�DJHQFLHV�E\�WKH�SULQFLSDO��LW�HQGHG�XS�VHULRXVO\�XQGHUPLQLQJ�WKH�DXWRQRP\�
RI�WKH�IRUPHU��6RPH�GHFLVLRQV�KDG�WR�EH�DSSURYHG�¾�UVW�E\�WKH�FHQWUDO�JRYHUQPHQW�EHIRUH�WKHLU�
LPSOHPHQWDWLRQ�� ,Q� WKH� VDPH� YHLQ�� WKH� DJHQFLHV� DUH� VRPHWLPHV� VXEMHFWHG� WR� H[SHQGLWXUHV�
W\SLFDO� RI� ERRQGRJJOH� WKURXJK� FRQWURYHUVLDO� RUGHUV� E\� UHVSHFWLYH�PLQLVWULHV��7KH� LQIDPRXV�
'DYLG�-DLURµV�VDJD�LV�LOOXVWUDWLYH��2Q����-XO\�������GXULQJ�WKH�7DQ]DQLDQ�SDUOLDPHQWDU\�VHVVLRQ�
LQ�'RGRPD��LW�ZDV�DOOHJHG�WKDW�0U��'DYLG�-DLUR��WKH�WKHQ�3HUPDQHQW�6HFUHWDU\�RI�WKH�0LQLVWU\�
RI�(QHUJ\�DQG�0LQHUDOV�KDG�GLUHFWHG�RYHU����DJHQFLHV�DQG�RU�LQVWLWXWLRQV�XQGHU�KLV�PLQLVWU\�



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

WR�FRQWULEXWH�D�WRWDO�RI�76K���ELOOLRQ��(DFK�DJHQF\�ZDV�H[SHFWHG�WR�FRQWULEXWH�76K����PLOOLRQ�
WRZDUGV� ZKDW� ZDV� GHVFULEHG� DV� ²¾�QDOL]DWLRQ� RI� SUHSDUDWLRQV� DQG� WDEOLQJ� RI� WKH� PLQLVWU\µV�
��������EXGJHW�LQ�3DUOLDPHQW�LQ�'RGRPD³��$PRQJ�WKH�DJHQFLHV�WKDW�ZHUH�GLUHFWHG�WR�UHPLW�WKH�
PRQH\�WR�WKDW�HIIHFW�ZHUH�WKH�7DQ]DQLD�(OHFWULFLW\�6XSSO\�&RPSDQ\��7$1(6&2���7DQ]DQLD�
3HWUROHXP�'HYHORSPHQW� &RUSRUDWLRQ� �73'&�� DQG� 6WDWH�0LQLQJ� &RUSRUDWLRQ� �67$0,&2���
(QHUJ\�DQG�:DWHU�8WLOLWLHV�5HJXODWRU\�$XWKRULW\� �(:85$���5XUDO�(QHUJ\�$JHQF\� �5($���
DPRQJ� RWKHUV�� )ROORZLQJ� WKH� UHYHODWLRQV�� WKH� SDUOLDPHQW� IRUPHG� D� 6HOHFW� &RPPLWWHH� WR�
LQYHVWLJDWH� WKH�PDWWHU��$FFRUGLQJ�WR� WKH�¾�QGLQJV�RI� WKH�SDUOLDPHQWDU\�SUREH�FRPPLWWHH�� WKH�
ZKROH�H[HUFLVH�ZDV�QRW�RQO\�LOOHJDO�DQG�IXOO�RI�FRUUXSW�SUDFWLFHV�EXW�LW�DOVR�FUHDWHG�XQQHFHVVDU\�
¾�QDQFLDO�EXUGHQ� IRU� WKH� FRQWULEXWLQJ�DJHQFLHV� �-DPKXUL�\D�0XXQJDQR�ZD�7DQ]DQLD�� �������
:RUWK� HPSKDVL]LQJ�KHUH� LV� WKDW� WKH� -DLUR� VDJD� LOOXVWUDWHV� WKH� H[WHQW� WR�ZKLFK� VDIHJXDUGV� WR�
HQVXUH� DXWRQRP\�DQG� LQGHSHQGHQFH�RI� DJHQFLHV� DUH� ODFNLQJ�� ,W� RQO\�KHOSHG� WR�XQFRYHU� WKH�
SUDFWLFHV�ZLWKLQ�WKH�JRYHUQPHQW�WKDW�VWLOO�XQGHUPLQH�WKH�H[HFXWLYH�DJHQFLHVµ�DXWRQRP\��

6LPLODUO\��WKH�FUHDWLRQ�RI�($V�ZLWKRXW�DGHTXDWH�VDIHJXDUGV�PD\�QRW�QHFHVVDULO\�OHDG�WR�
LPSURYHG�TXDOLW\�RI�VHUYLFHV�RQ�D�VXVWDLQDEOH�EDVLV��7KH�7DQ]DQLD�5HYHQXH�$XWKRULW\��75$���
IRU�H[DPSOH��ZDV�VHW�XS�LQ������LQ�RUGHU��LQWHU�DOLD��WR�LQVXODWH�WKH�WD[�DGPLQLVWUDWLRQ�UHJLPH�
IURP�WKH�GLUHFW�SROLWLFDO�LQWHUIHUHQFH�E\�WKH�0LQLVWU\�RI�)LQDQFH�LQ�LWV�GD\�WR�GD\�RSHUDWLRQV��
7KHVH�UHIRUPV�ZHQW�KDQG�LQ�KDQG�ZLWK�VLJQL¾�FDQW�LQFUHDVHV�LQ�VDODULHV�RI�WD[�RI¾�FLDOV�²ZLWKRXW�
SDUDOOHO�LQFUHDVHV�IRU�WKH�UHVW�RI�WKH�SXEOLF�VHFWRU³��)MHOGVWDG�������������,W�ZDV�EHOLHYHG�WKDW�
WKLV�ZRXOG�OHDG�WR�LPSURYHG�SHUIRUPDQFH�LQ�UHYHQXH�FROOHFWLRQ�LQ�7DQ]DQLD��,W�LV�QRWHG�WKDW�E\�
�����WKH�DYHUDJH�($�HPSOR\HHV�UHFHLYHG�D�VDODU\����SHU�FHQW�KLJKHU�WKDQ�WKHLU�SXEOLF�VHUYLFH�
FRXQWHUSDUWV��857���������

+RZHYHU�� DIWHU� WKH� LQLWLDO� VXFFHVVHV�� WKH� UDWH� RI� UHYHQXH� FROOHFWLRQ� IHOO� DQG� WKHUH�ZDV�
HYLGHQFH�WKDW�EULEHU\�DQG�LQWHUQDO�UHQW�VHHNLQJ�URVH�DJDLQ��7KLV�LPSOLHV�WKDW�DOWKRXJK�JRRG�SD\�
LV�LPSRUWDQW�IRU�PRWLYDWLRQDO�SXUSRVHV��RQH�PXVW�EH�FRJQL]DQW�RI�WKH�IDFW�WKDW�PDQ�LV�FRPSOH[�
WR�WKH�H[WHQW�WKDW�KLJKHU�VDODULHV�DORQH�PD\�QRW�EH�WKH�HOL[LU�RI�LQHI¾�FLHQF\��$�PXOWLGLPHQVLRQDO�
DSSURDFK�LV�QHFHVVDU\��7R�EH�VXUH��)MHOGVWDG�DVVHUWV��²WKH�DVVXPSWLRQ�WKDW�KLJKHU�VDODULHV�ZRXOG�
ERRVW� SURGXFWLYLW\� RYHU� WLPH�ZDV�PRVW� OLNHO\� DOVR� H[DJJHUDWHG³� �)MHOGVWDG�� �����������+H�
IXUWKHU� UHDVRQV� WKDW� IRU�PDQ\�ZRUNHUV�� KLJKHU� VDODULHV�PD\� VLPSO\� KDYH� UHVXOWHG� LQ� ODUJHU�
REOLJDWLRQV�WR�IDPLO\�QHWZRUNV�DQG�SHUKDSV�HYHQ�D�QHW�ORVV�IRU�WKH�VWDII�FRQFHUQHG��OHDGLQJ�WR�
JUHDWHU�LQFHQWLYHV�WR�DXJPHQW�LQFRPH�E\�UHQW�VHHNLQJ�

0RUHRYHU�� WKH� FRQFHSW� RI� DQ� H[HFXWLYH� DJHQF\�� ZKLFK� VHSDUDWHV� H[HFXWLYH� IXQFWLRQV�
IURP�WKH�SROLF\�PDNLQJ�UROH��LV�QRW�FOHDU�WR�7DQ]DQLDµV�EXUHDXFUDWV��7KH�GHWHUPLQDWLRQ�RI�WKH�
VHUYLFHV�WUDQVIRUPHG�LQWR�DJHQFLHV�LV�VWLOO�LQ¿�XHQFHG�E\�SRZHU�JDPH�ZLWKLQ�WKH�JRYHUQPHQW�
EXUHDXFUDFLHV�� 7KH� VR�FDOOHG� ´SRZHUIXO� PLQLVWULHV´� WKDW� RI¾�FLDOO\� VXSHUYLVH� WKH� DJHQFLHV��
FRQWLQXH� WR� H[HUFLVH� HQRUPRXV� FRQWURO� RYHU� WKHP�� )RU� H[DPSOH�� LW� ZDV� HQYLVDJHG� WKDW� WKH�
H[HFXWLYH�DJHQFLHV�ZRXOG�GUDZ�RXW�WKHLU�VFKHPHV�RI�VHUYLFH�DQG�GHFLGH�RQ�WKHLU�VDODU\�VFDOHV��
7R�GDWH��PRVW�RI�WKH�DJHQFLHV�KDYH�QRW�EHHQ�DEOH�WR�DGHTXDWHO\�UDLVH�WKHLU�RZQ�IXQGV��KHQFH�
WKHLU�EXGJHWV�DQG�SODQV�DUH�VWLOO�XQGHU�WKH�PLQLVWULHV�YRWHV��7KH�LPSOLFDWLRQ�LV�WKDW�WKH�FHQWUDO�
JRYHUQPHQW�UHPDLQV�WKH�PDLQ�VRXUFH�RI�WKHLU�VDODULHV��$FFRUGLQJO\��WKH�FKRLFH�RI�DQ�H[HFXWLYH�
RI¾�FHU�RI� WKHVH�DJHQFLHV� LV�VWLOO�GRQH�DW� WKH�SOHDVXUH�RI�HLWKHU�D�SHUPDQHQW�VHFUHWDU\�RU� WKH�
SUHVLGHQW��DQG�WKLV�HURGHV�WKHLU�DXWRQRP\��,W�ZDV�PRUHRYHU�H[SHFWHG�WKDW��ZLWK�DJHQFL¾�FDWLRQ�
RI�SURJUDPPHV��DJHQFLHV�ZRXOG�SHUIRUP�WKHLU�RZQ�UHFUXLWPHQW�DQG�VHOHFWLRQ��+RZHYHU��WKH�
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HPSOR\PHQW�RI�WKHVH�DJHQFLHVµ�VWDII�LV�VWLOO�JXLGHG�E\�WKH�3XEOLF�6HUYLFH�$FW�XQGHU�D�FHQWUDOL]HG�
V\VWHP�WKDW�DOORZV�WKH�5HFUXLWPHQW�6HFUHWDULDW��DQ�RUJDQ�RI�WKH�FHQWUDO�JRYHUQPHQW��WR�GR�WKH�
UHFUXLWPHQW��

3XEOLF�3ULYDWH�3DUWQHUVKLS

$QRWKHU�PDQLIHVWDWLRQ�RI�WKH�DWWHPSW�WR�VHSDUDWH�SROLF\�PDNLQJ�IURP�LPSOHPHQWDWLRQ�UHYROYHV�
DURXQG�WKH�FRQFHSW�RI�3XEOLF�3ULYDWH�3DUWQHUVKLS��333���7KLV�LV�SUHPLVHG�RQ�WKH�QRWLRQ�WKDW�
FUHDWLQJ�V\QHUJLHV�EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�ZRXOG�LPSURYH�WKH�GHOLYHU\�RI�SXEOLF�
VHUYLFHV��PDNLQJ�VHUYLFH�GHOLYHU\�PRUH�HFRQRPLFDO�DQG�DW�WKH�VDPH�WLPH�TXDOLWDWLYHO\�EHWWHU��
7KHUH�DUH�VHYHUDO�IRUPV�RI�333��7KH�XQGHUO\LQJ�DUJXPHQW�LV�WKDW�SROLF\�PDNLQJ�DQG�VHUYLFH�
GHOLYHU\�DUH�GLVWLQFW�WDVNV�DQG�WKDW�HDFK�EHQH¾�WV�IURP�WKH�DGGLWLRQDO�DWWHQWLRQ�LW�UHFHLYHV�LI�LW�
LV�QRW�FRPSHWLQJ�IRU�PDQDJHPHQW�WLPH�ZLWK�WKH�RWKHU��6WHZDUW���������:KDW�WKLV�PHDQV�LV�WKDW�
VHUYLFH�SURYLGHUV�VKRXOG�FRQFHQWUDWH�RQ�HI¾�FLHQW�SURGXFWLRQ�DQG�GHOLYHU\�RI�TXDOLW\�VHUYLFHV��
ZKHUHDV�SROLF\�PDNHUV�FRQFHQWUDWH�RQ�VHWWLQJ�DQG�PRQLWRULQJ�WKH�VWDQGDUGV�RI�WKRVH�VHUYLFHV�
�3ROOLWW��%LUFKDOO��	�3XWPDQ���������

,Q� 7DQ]DQLD� WKH� PRVW� FRPPRQ� SDUWQHUVKLS� PRGHOV� KDYH� EHHQ� FRQWUDFWLQJ� RXW� DQG�
RXWVRXUFLQJ��,W�LV�FRPPRQ�NQRZOHGJH�WKDW�PRVW�JRYHUQPHQW�GHSDUWPHQWV�DW�ERWK�WKH�FHQWUDO�
DQG�ORFDO�JRYHUQPHQWV�OHYHOV�SURYLGH�VHUYLFHV�WKURXJK�SULYDWH�FRPSDQLHV�XQGHU�FRQWUDFWXDO�
UHODWLRQV�ZKHUHE\�WKH�IRUPHU�VHWV� WKH�VWDQGDUGV�RI��DQG�SD\V�IRU�� WKH�VHUYLFHV�DQG�WKH� ODWWHU�
SURGXFHV�DQG�GHOLYHUV�WKH�VHUYLFHV��7KLV�W\SLFDOO\�LOOXVWUDWHV��DW�OHDVW�LQ�SUDFWLFH��WKH�VHSDUDWLRQ�
RI� WKH� SROLF\�PDNLQJ� IURP� LPSOHPHQWDWLRQ�� +RZHYHU�� VXFK� D� VHSDUDWLRQ�PD\� QRW� RQO\� EH�
GLI¾�FXOW�WR�¾�QG�EXW�LW�PD\�DOVR�UHVXOW�LQWR�SUREOHPV�PDLQO\�DULVLQJ�IURP�HLWKHU�YHVWHG�LQWHUHVWV�
RI� SROLWLFLDQV� DQG�EXVLQHVVPHQ�ZKR�PD\�EH�RSHUDWLQJ�EHKLQG� WKH� VFHQH�RU� LQDELOLW\� RI� WKH�
VHUYLFH�SURYLGHU�WR�GHOLYHU�WKH�VHUYLFH��:H�LQYRNH�WZR�H[DPSOHV�IURP�7DQ]DQLD�WR�LOOXVWUDWH�
WKLV�SRLQW�

)LUVW��ZH�XVH�WKH�SDUWQHUVKLS�EHWZHHQ�WKH�JRYHUQPHQW�RI�7DQ]DQLD�DQG�D�6RXWK�$IULFDQ�
EDVHG� 1HW� *URXS� 6ROXWLRQV� &RPSDQ\� �1*6�� WR� GHPRQVWUDWH� DQ� LQVWDQFH� RI� TXHVWLRQDEOH�
SHUIRUPDQFH��,Q�'HFHPEHU������WKH�JRYHUQPHQW�RI�7DQ]DQLD�VLJQHG�D�FRQWUDFW�ZLWK�WKH�1*6�
WR�PDQDJH� WKH� VWDWH�RZQHG� HOHFWULF� FRPSDQ\�7$1(6&2��8QKDSS\�ZLWK� WKH� JRYHUQPHQWµV�
GHFLVLRQ�WR�DZDUG�WKH�1*6�D�PDQDJHPHQW�FRQWUDFW��7$1(6&2�ZRUNHUV�SOHGJHG�WR�RSSRVH�WKH�
QHZ�PDQDJHPHQW�RQ�JURXQGV�WKDW�7$1(6&2�ZDV�D�VHQVLWLYH�SXEOLF�LQVWLWXWLRQ�XSRQ�ZKLFK�
WKH�FRXQWU\µV�HFRQRP\�GHSHQGHG��WKXV��LW�FRXOG�QRW�EH�PDQDJHG�E\�D�VPDOO�FRPSDQ\�OLNH�1*6�
�0DWLNX��0EZDPER�	�.LPHQH�� �������+RZHYHU�� WKH� JRYHUQPHQW�� FRQYLQFHG� WKDW� WKH� QHZ�
PDQDJHPHQW�ZRXOG�WXUQ�DURXQG�WKH�SHUIRUPDQFH�RI�7$1(6&2��XVHG�LWV�QRWRULRXV�DQWL�ULRW�
SROLFH�ZLQJ��WKH�)LHOG�)RUFH�8QLW��))8���WR�FRQWDLQ�WKH�ZRUNHUVµ�UHVLVWDQFH��,Q�0D\������1*6�
WRRN�RYHU� WKH�PDQDJHPHQW�RI�7$1(6&2��,Q������WKH�JRYHUQPHQW� WKURXJK�WKH�0LQLVWHU�RI�
(QHUJ\�DQG�0LQHUDOV�GHFOLQHG�WR�UHQHZ�1*6µ�PDQDJHPHQW�FRQWUDFW�RQ�ZKDW�ZDV�DSSDUHQWO\�
GHVFULEHG�DV�GUDVWLF�GHFOLQLQJ�RI�²ERWK�¾�QDQFLDO�DQG�WHFKQLFDO�SHUIRUPDQFH³��0DWLNX��HW�DO��
�����������

6HFRQG��LQ������WKH�JRYHUQPHQW�LQ�LWV�HIIRUW�WR�GHDO�ZLWK�SRZHU�EODFNRXWV�WKDW�DSSHDUHG�
WR�EH� FKURQLF� LQ� WKH� FRXQWU\� DW� WKH� WLPH�� FRQWUDFWHG� D�86$�EDVHG�5LFKPRQG�'HYHORSPHQW�
&RUSRUDWLRQ� �5'&�� WR�GHOLYHU�JDV� WXUELQHV� ����0:���5'&�SURPLVHG� WR�GHOLYHU� WKH�SRZHU�
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HTXLSPHQW�ZLWKLQ� ���� GD\V� HQGLQJ� LQ�2FWREHU� ����� �0DWLNX�� HW� DO�� S�� ������+RZHYHU�� WKH�
GHDGOLQH�SDVVHG�ZLWK�5'&�XQDEOH�WR�KRQRXU�LWV�SURPLVH��WXUQLQJ�LQWR�D�VFDQGDO��,Q�1RYHPEHU�
�����D�SDUOLDPHQWDU\� VHOHFW� FRPPLWWHH�ZDV�FRQVWLWXWHG� WR� LQYHVWLJDWH� WKH�PDQQHU� LQ�ZKLFK�
5'&�ZRQ�WKH�FRQWUDFW�WR�VXSSO\�SRZHU�WR�7$1(6&2�DQG�ZKHWKHU�RU�QRW�LW�DFWXDOO\�KDG�WKH�
FDSDFLW\�WR�GHOLYHU��,W�ZDV�UHYHDOHG�WKDW�5'&�ZDV�´D�SRFNHW�FRPSDQ\µ�EHFDXVH�LW�KDG�DOOHJHGO\�
QRW�EHHQ�UHJLVWHUHG�LQ�86$�DV�LW�FODLPHG��)ROORZLQJ�WKLV�UHYHODWLRQ�DQG�WKH�UHFRPPHQGDWLRQV�
RI�WKH�SDUOLDPHQWDU\�SUREH�FRPPLWWHH��WZR�VHQLRU�FDELQHW�PLQLVWHUV�LQFOXGLQJ�WKH�WKHQ�3ULPH�
0LQLVWHU�� UHVLJQHG� LQ� )HEUXDU\� ������7KH� UHVLJQDWLRQ� RI� WKHVH�PLQLVWHUV�ZDV� SURPSWHG� E\�
DOOHJDWLRQV�WKDW�WKH\�KDG�D�VWDNH�LQ�WKH�5'&�ZKLFK�GXELRXVO\�JDYH�WKH�FRPSDQ\�DQ�DGYDQWDJH�
GHVSLWH� ODFNLQJ� WKH�FDSDFLW\� WR�DFWXDOO\�GHOLYHU� WKH�VHUYLFH� �0DWHQJµH���������6DQVD� �������
GHVFULEHV�VXFK�SUDFWLFHV�DV�SUHGDWRU\�DOOLDQFHV�DQG�VROLGDULW\��+H�DVVHUWV��

7KLV�LV�FKDUDFWHUL]HG�E\�WKH�GHHSHQLQJ�FRQYHUJHQFH�RI�WKH�SROLWLFDO��SXEOLF�VHUYLFH�DQG�
HFRQRPLF�HOLWH�LQWR�QHWZRUNV�RI�LQIRUPDO�SHUVRQDO�FRQQHFWLRQV�RI�SULYDWH�DFFXPXODWLRQ�
WKDW�WDNH�SODFH�ZLWKLQ�DQG�RXWVLGH�WKH�VWDWH�DSSDUDWXV��7KH�PXWXDO�GHSHQGHQFLHV�DUH�
RUJDQL]HG� WKURXJK� QHJRWLDWLRQ� ORJLF�� JXLGHG� E\� WKH� SULQFLSOH� RI� PXWXDO� SURWHFWLRQ�
DJDLQVW� FRUUXSWLRQ�¾�JKWHUV�DQG�GHIHQGLQJ� LQWHUHVWV�EDVHG�RQ� LQIRUPDO�FRQQHFWLRQV��
SDWURQDJH� FRQVLGHUDWLRQV� DQG� LQ¾�OWUDWLRQ� RI� WKHVH� JURXSVµ� LQWHUHVWV� LQWR� WKH� SROLF\�
SURFHVV��S�������

)RU� DQ� HDV\� XQGHUVWDQGLQJ� RI� WKH� UKHWRULF� RI� WKH� SROLF\�LPSOHPHQWDWLRQ� GLFKRWRP\�� WKH�
IROORZLQJ�VHFWLRQ�GLVFXVVHV�WKH�SROLF\�PDNLQJ�SURFHVV�LQ�7DQ]DQLD��

7KH�3ROLF\�PDNLQJ�3URFHVV�LQ�7DQ]DQLD

,Q�WKH�FRQWH[W�RI�WKH�JRYHUQDQFH�PRGHO��SXEOLF�SROLFLHV�DUH�VHHQ�DV�D�SURGXFW�RI�FROODERUDWLYH�
HIIRUW� EHWZHHQ� WKH� JRYHUQPHQW� DQG� QRQ�JRYHUQPHQWDO� RUJDQL]DWLRQV� DV�ZHOO� DV� WKH� SULYDWH�
VHFWRU� WKDW� SDUWQHU� WRJHWKHU� WR� IRUPXODWH� DQG� LPSOHPHQW� SROLFLHV� �$GJHU�	� -RUGDQ�� �������
9LHZHG� WKLV�ZD\�� LGHDV� IRU�SROLFLHV�PD\�RULJLQDWH� IURP�PXOWLSOH�DFWRUV�ZKR�DUH�GH¾�QHG�DV�
VWDNHKROGHUV�� 7KHVH� PD\� LQFOXGH� LQGLYLGXDOV�� FRPPXQLWLHV�� SDUHQWV�� EXVLQHVV� JURXSV� DQG�
RUJDQL]DWLRQV��SXEOLF�RU�SULYDWH�LQVWLWXWLRQV��DQG�SURIHVVLRQDO�DVVRFLDWLRQV��MXVW�WR�QDPH�D�IHZ�

,W�LV��KRZHYHU��LPSRUWDQW�WR�VWUHVV�WKDW�EXUHDXFUDWV�GR�WKH�GUDIWLQJ�RI�WKH�SROLF\�GRFXPHQWV��
,W� LV�DW� WKLV�VWDJH� WKDW� WKH�SROLF\�FRQWHQW� LV�VLJQL¾�FDQWO\�VKDSHG�E\� WKHVH�EXUHDXFUDWV��0RUH�
RIWHQ� WKDQ�QRW�� WKH� GUDIWLQJ� LV� GRQH� LQ� D� ODQJXDJH� WKDW�PD\�QRW� EH� HDVLO\� DFFHVVLEOH� WR� WKH�
JHQHUDO�SXEOLF��RU�WKH�VWDNHKROGHUV�PD\�QRW�KDYH�EHHQ�JLYHQ�HQRXJK�WLPH�WR�GLJHVW�DQG�FRQVXOW�
WKRVH� WKDW� WKH\� UHSUHVHQW� EHIRUH� JLYLQJ� WKHLU� YLHZV��$� JRRG� H[DPSOH� LV� WKH� &RQVWLWXWLRQDO�
5HYLHZ�%LOO�WKDW�ZDV�SDVVHG�E\�WKH�7DQ]DQLDQ�3DUOLDPHQW�LQ�1RYHPEHU�������(DUOLHU��LQ�$SULO�
������WKH�JRYHUQPHQW�VHQW�WKH�ELOO�WR�SDUOLDPHQW�IRU�GHOLEHUDWLRQ�DQG�DSSURYDO��7KLV�GHFLVLRQ�
ZDV� FKDOOHQJHG�E\�RSSRVLWLRQ�SDUWLHV�� DFWLYLVWV�� DQG� WKH�JHQHUDO� SXEOLF� RQ� DFFRXQW� WKDW� WKH�
ELOO�ZDV�ZULWWHQ� LQ� (QJOLVK�� DQG� KHQFH� OLPLWHG� RUGLQDU\� SHRSOHµV� SDUWLFLSDWLRQ� LQ� LWV� LQLWLDO�
GHOLEHUDWLRQV��7KH�PDMRULW\�RI�7DQ]DQLDQV�DUH�¿�XHQW�LQ�6ZDKLOL��ZKLFK�LV�D�QDWLRQDO�ODQJXDJH��
+HHGLQJ�WR�WKH�SXEOLF�RXWFU\�SDUOLDPHQW�UHMHFWHG�WKH�ELOO�VR�DV�WR�DOORZ�PHPEHUV�RI�WKH�SXEOLF�
WR�SURYLGH�PRUH�LQSXWV��7KH�JRYHUQPHQW�WUDQVODWHG�WKH�ELOO�LQWR�6ZDKLOL�ODQJXDJH�DQG�JDWKHUHG�
VWDNHKROGHUVµ�YLHZV�EHIRUH�VHQGLQJ�LW�EDFN�WR�SDUOLDPHQW�IRU�WKH�VHFRQG�WLPH��7DULPR���������
$�IXUWKHU�OLPLWDWLRQ�RI�WKLV�DSSURDFK�LV�WKDW�WKHUH�LV�QR�ZD\�RI�DVFHUWDLQLQJ�WKDW�VWDNHKROGHUVµ�
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YLHZV�KDYH�DFWXDOO\�EHHQ�LQFRUSRUDWHG�LQ�WKH�¾�QDO�GRFXPHQW��RU�LI�WKH\�KDYH�EHHQ�LQFRUSRUDWHG��
WKDW�DFWLRQV�ZLOO�PDWFK�WKH�SROLF\��

$W� WKH�QDWLRQDO� OHYHO� WKHUH�DUH�PDFUR�RU�JUDQG�SROLFLHV� WKDW�FXW�DFURVV�YDULRXV�VHFWRUV��
VHFWRU�SROLFLHV� DV�ZHOO� DV� VXE�VHFWRU�SROLFLHV��([DPSOHV�RI�PDFUR�SROLFLHV�PD\� LQFOXGH� WKH�
7DQ]DQLD�1DWLRQDO�'HYHORSPHQW�9LVLRQ�������WKH�1DWLRQDO�6WUDWHJ\�IRU�*URZWK�DQG�5HGXFWLRQ�
RI�3RYHUW\��16*53���WKH�)LYH�<HDU�'HYHORSPHQW�3ODQ��WR�QDPH�EXW�D�IHZ��7KHVH�SURYLGH�WKH�
RYHUDOO�IUDPHZRUN�IRU�WKH�IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�RI�RWKHU��VHFWRU��SROLFLHV��0DWWHH��
�������&URVV�FXWWLQJ�SROLFLHV��RQ�WKH�RWKHU�KDQG��DUH�WKRVH�WKDW�LQYROYH�PXOWLSOH�PLQLVWULHV�RU�
VHFWRUV��7R�EH�VXUH��WKH�1DWLRQDO�/DQG�3ROLF\��WKH�1DWLRQDO�(QYLURQPHQWDO�3ROLF\��DQG�1DWLRQDO�
+HDOWK�3ROLF\� DUH� MXVW� D� IHZ�H[DPSOHV�RI� FURVV�FXWWLQJ�SROLFLHV��$OWKRXJK�PDQ\� DFWRUV� DUH�
LQYROYHG�LQ�WKH�IRUPXODWLRQ�RI�WKHVH�SROLFLHV��VXFK�RUJDQV�DV�WKH�3UHVLGHQWµV�2I¾�FH��WKH�9LFH�
3UHVLGHQWµV�2I¾�FH��WKH�3ULPH�0LQLVWHUµV�2I¾�FH��PLQLVWULHV�DQG�GHSDUWPHQWV�SOD\�D�FHQWUDO�UROH�
LQ�WKH�SURFHVV��857���������

6HFWRU�PLQLVWULHV��LQ�FRQWUDVW��DUH�UHVSRQVLEOH�IRU�WKH�IRUPXODWLRQ�DV�ZHOO�DV�PRQLWRULQJ�
WKH�LPSOHPHQWDWLRQ�RI�ERWK�VHFWRU�SROLFLHV�DQG�VXE�VHFWRU�SROLFLHV��0DWWHH���������,Q�VR�GRLQJ��
PXOWLSOH� DFWRUV� DUH� LQYROYHG� DW� YDULRXV� VWDJHV��7KHVH� DFWRUV� UDQJH� IURP� WHDPV�RI� WHFKQLFDO�
SHRSOH�ZLWKLQ�DQG�RXWVLGH�JRYHUQPHQW�WR�UHSUHVHQWDWLYHV�RI�YDULRXV�VWDNHKROGHUV��$W�WKH�LQLWLDO�
VWDJHV�RI� WKH�SROLF\� IRUPXODWLRQ�SURFHVV�� IRU� LQVWDQFH�� WKH�PLQLVWHULDO� WDVN� IRUFHV�XQGHU� WKH�
VXSHUYLVLRQ�RI� WKH�3ROLF\� DQG�3ODQQLQJ�'LYLVLRQV� DUH�RIWHQ� IRUPHG� WR�ZRUN�RXW� WKH�GHWDLOV�
RI�SROLF\�SURSRVDOV��7KHVH�WDVN�IRUFHV�DUH�PDGH�XS�RI�WHFKQLFDO�SHRSOH�GUDZQ�IURP�YDULRXV�
LQVWLWXWLRQV�DQG�RUJDQL]DWLRQV� LQFOXGLQJ� ORFDO�JRYHUQPHQW�DXWKRULWLHV�� UHVHDUFK�DQG� WUDLQLQJ�
LQVWLWXWLRQV� RU� WKLQN� WDQNV��1*2V�� DV�ZHOO� DV� WKH� SULYDWH� VHFWRU� DQG� IDUPHUVµ� RUJDQL]DWLRQV�
�(65)���������,W�LV�ZRUWK�QRWLQJ�WKDW�D�GHSDUWPHQW�ZLWKLQ�D�VHFWRU�0LQLVWU\�PD\�DOVR�IRUPXODWH�
D�VXE�VHFWRU�SROLF\�ZLWKLQ�WKH�DPELW�RI�D�VHFWRU�SROLF\�RQ�D�JLYHQ�LVVXH�VKRXOG�D�QHHG�DULVH��
6XFK�VXE�VHFWRU�SROLFLHV�PD\�LQFOXGH�WKH�&URSV�SROLF\��WKH�1DWLRQDO�)RRG�6HFXULW\�3ROLF\��DQG�
WKH�/LYHVWRFN�3ROLF\��7KH�IRUPXODWLRQ�RI�VXE�VHFWRU�SROLFLHV�IROORZV�WKH�VDPH�SURFHGXUHV�DV�
VHFWRU�SROLFLHV��0DWWHH��������

� 2QFH� WKH�SROLF\�SDSHU�KDV�EHHQ�FRQVLGHUHG�DW� WKH�PLQLVWHULDO� OHYHO��VHFWRU�DQG�VXE�
VHFWRU�OHYHOV��LW�LV�VHQW�WR�DQRWKHU�KLJKHU�OHYHO�RI�WHFKQLFDO�WHDP�QDPHO\��WKH�&DELQHW�6HFUHWDULDW�
FRPSRVHG�RI� WHFKQRFUDWV�DQG�RSHUDWHV� LQ�D� IRUP�RI�FRPPLWWHHV��%HIRUH� WKH�SROLF\�SDSHU� LV�
WUDQVPLWWHG� WR� WKH� ,QWHU� °�0LQLVWHULDO�7HFKQLFDO�&RPPLWWHH� �,07&�� WKH� UHVSHFWLYH�&DELQHW�
6HFUHWDULDW�&RPPLWWHH�H[DPLQHV�WKH�H[WHQW�RI�VWDNHKROGHUVµ�LQYROYHPHQW��WKH�HFRQRPLF��VRFLDO��
¾�QDQFLDO�DQG�OHJDO�LPSOLFDWLRQV�RI�WKH�SROLF\�SDSHU�DV�ZHOO�DV�LWV�IHDVLELOLW\��+DYLQJ�SDVVHG�WKLV�
OHYHO��WKH�SROLF\�SDSHU�LV�IRUZDUGHG�WR�WKH�,07&��ZKLFK�FRPSULVHV�DOO�3HUPDQHQW�6HFUHWDULHV�
IURP�DOO�JRYHUQPHQW�PLQLVWULHV��857���������7KH�&KLHI�6HFUHWDU\��ZKR�LV�DOVR�WKH�+HDG�RI�WKH�
&LYLO�6HUYLFH��FKDLUV�WKH�,07&�VHVVLRQV��(65)���������%DVHG�RQ�WKH�UHFRPPHQGDWLRQV�RI�WKH�
,07&��WKH�UHVSHFWLYH�PLQLVWHU�SUHVHQWV�WKH�SROLF\�SDSHU�WR�WKH�&DELQHW�IRU�IXUWKHU�FRQVLGHUDWLRQ�
DQG�¾�QDO�DSSURYDO��

:KDW� WKH� 7DQ]DQLDQ� SROLF\�PDNLQJ� PRGHO� LPSOLHV� LV� WKDW� WKH� SROLF\�PDNLQJ� SURFHVV�
LQYROYHV�PXOWLSOH�DFWRUV�EXW�ZLWK�VRPH�URRP�IRU�EXUHDXFUDWV�WR�PRXOG�WKH�SROLF\�FRQWHQW�JLYHQ�
WKHLU�WHFKQLFDO�NQRZ�KRZ�DQG�LQFXPEHQF\�OHYHUDJHV��2QFH�WKH�SROLFLHV�KDYH�EHHQ�DSSURYHG��
EXUHDXFUDWV�LQWHUSUHW�WKH�SROLFLHV��RIIHU�DGYLFH��LPSOHPHQW�DQG�UHSRUW�WR�WKHLU�SULQFLSDOV��7KLV�
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DELOLW\�WR�LQWHUSUHW�SROLFLHV��LQGHHG��DOORZV�WKHP�WR�H[HUFLVH�VLJQL¾�FDQW�LQ¿�XHQFH�RYHU�SROLF\�
GXULQJ�LPSOHPHQWDWLRQ��/LSVN\��������HOXFLGDWHV�KRZ�EXUHDXFUDWV�PRXOG�SROLF\�LQ�WKH�FRXUVH�
RI�LWV�LPSOHPHQWDWLRQ��+H�DUJXHV�WKDW�SROLF\�LPSOHPHQWHUV�VKRXOG�QRW�EH�UHJDUGHG�DV�VLPSO\�
´FRJV�LQ�WKH�SURFHVVµ�EXW�UDWKHU�RQHV�ZLWK�VXEVWDQWLDO�DELOLW\�WR�VKDSH�SROLF\�RXWFRPHV��$UJXDEO\��
EHFDXVH�RI�WKH�UROH�WKDW�WKH\�SOD\�LQ�WKH�SROLF\�SURFHVV�LW�FRXOG�EH�VDLG�WKDW�WHFKQRFUDWV�DFWXDOO\�
PDNH�SROLFLHV�QRW�VLPSO\�DW�WKH�OHYHO�RI�LPSOHPHQWDWLRQ�EXW�DOVR�DW�WKH�YHU\�IRUPXODWLRQ�VWDJH��
7KLV�LV�HVSHFLDOO\�WUXH�IRU�D�FRXQWU\�OLNH�7DQ]DQLD�ZKHUH��GHVSLWH�HIIRUWV�WR�GHFHQWUDOL]H�VHUYLFH�
GHOLYHU\� WR� ORZHU� WLHUV� RI� JRYHUQPHQW�� WKH� FHQWUDO� JRYHUQPHQW� LV� VWLOO� GLUHFWO\� LQYROYHG� LQ�
SROLF\�LPSOHPHQWDWLRQ�DV�ZH�KDYH�VKRZQ�HDUOLHU�LQ�RXU�GLVFXVVLRQ�RI�UDLOZD\�DQG�HOHFWULFLW\�
VHUYLFHV��7KH�IRUHJRLQJ�SURYLGHV�XV�ZLWK�LPSRUWDQW�LQVLJKWV�WKDW�UHLWHUDWH�WKH�YLHZ�WKDW�DOWKRXJK�
WKHUH�KDV�EHHQ�D�GHVLUH��DW� OHDVW�DPRQJ�130�UHIRUPHUV�� WR�UHYLYH�DQG�PDLQWDLQ� WKH�SROLF\�
LPSOHPHQWDWLRQ�GLFKRWRP\��XQOHVV�VXFK�GHVLUH�PDWFKHV�WKH�FRQWH[W�LW�UHPDLQV�XQIHDVLEOH�

&RQFOXVLRQ

,W�LV�QRZ�LQ�RUGHU�WR�FRQFOXGH�WKDW�DOWKRXJK�WKH�SROLF\�LPSOHPHQWDWLRQ�GLFKRWRP\�FRQWLQXHV�
WR�GRPLQDWH�WKH�GHEDWHV�DERXW�KRZ�EHVW� WR�RUJDQL]H�WKH�SXEOLF�VHFWRU�LQ�D�ZD\�WKDW�HQVXUHV�
DFFRXQWDELOLW\� LQ� WKH�GHOLYHU\�RI� SXEOLF� VHUYLFHV�� LW� UHPDLQV� UKHWRULF��7KLV�GHEDWH�KDV� URRWV�
LQ� WKH�ZRUNV�RI� FODVVLFDO� VFKRODUV� LQ� WKH�¾�HOG�RI� SXEOLF� DGPLQLVWUDWLRQ� LQFOXGLQJ�:RRGURZ�
:LOVRQ��)UDQN�-��*RRGQRZ�DQG�/HRQDUG�:KLWH��DPRQJ�RWKHUV��&HQWUDO�WR�WKHVH�VFKRODUV�ZDV�
WKH�DWWHPSW� WR� UHYHUVH� WKH� VSRLO� V\VWHP� LQ� WKH�$PHULFDQ�SROLWLFDO� V\VWHP� LQ�ZKLFK�SROLWLFDO�
SDWURQDJH�WRRN�SUHHPLQHQFH�RYHU�PHULWRFUDF\�LQ�WKH�DGPLQLVWUDWLRQ�RI�WKH�FLYLO�VHUYLFH��WKXV�
DIIHFWLQJ�WKH�HIIHFWLYH�IXQFWLRQLQJ�RI�WKH�ODWWHU��%XW�ODWHU��D�JHQHUDWLRQ�RI�VFKRODUV�RIIHUHG�DQ�
DQWLWKHVLV�WR�WKH�GHEDWH�QRWLQJ�WKDW�DQ\�DWWHPSW�WR�VHSDUDWH�SROLF\�PDNLQJ�IURP�LPSOHPHQWDWLRQ�
ZDV�ERXQG�WR�IDLO��7KHLU�DUJXPHQW�LV�DQFKRUHG�RQ�WKH�SUHPLVH�WKDW� WKH�LQWHUDFWLYH�QDWXUH�RI�
WKH�SROLF\�PDNLQJ�DQG�LPSOHPHQWDWLRQ�DFWLYLWLHV�PDNHV�LW�WRR�LPSUDFWLFDO�WR�WUHDW�WKH�WZR�DV�
FOHDUO\� GLVWLQFW� ²EHDVWV� LQ� D� QDWLRQµV� VRFLDO� ]RR³� �+HQU\�� �������7R� WKLV� JURXS�EHORQJ� VXFK�
VFKRODUV�DV�0LFKDHO�/LSVN\��%��*X\�3HWHUV�DQG�-RQ�3LHUUH��/LQGEORP���������DPRQJ�RWKHUV��

,W�ZDV�QRW�XQWLO� WKH� HPHUJHQFH�� RQ� WKH� VFHQH�� RI� WKH�130�PRYHPHQW� WKDW� WKH�SROLF\�
LPSOHPHQWDWLRQ�VHSDUDWLRQ�UHVXUIDFHG�LQ�WKH�SXEOLF�PDQDJHPHQW�GLVFRXUVH��7KURXJK�D�UHYLHZ�
RI�WKH�OLWHUDWXUH�ZH�KDYH�EULH¿�\�H[DPLQHG�WKH�FRQWHQGLQJ�YLHZV�UHJDUGLQJ�WKH�DSSOLFDELOLW\�RI�
WKH�SROLF\�LPSOHPHQWDWLRQ�GLFKRWRP\��,Q�VR�GRLQJ�� WKH�DUWLFOH�KDV�ERUURZHG�H[DPSOHV�IURP�
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