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7KH�DUWLFOH�GLVFXVVHV�WKH�QDWXUH�DQG�G\QDPLFV�RI�VWUXFWXUHV�DQG�SURFHVVHV�RI�VWDWH�DQG�
VRFLHW\� UHODWLRQV� LQ�8JDQGD�DQG� WKH� SROLWLFDO� DQG� HFRQRPLF� RXWFRPHV� LQ� WKH� FRXQWU\��
(PSLULFDO�GDWD�IURP�WKH�(FRQRPLF�&RPPLVVLRQ�IRU�$IULFD��(&$��([SHUW�2SLQLRQ�6XUYH\�
�(26��DQG�)RFXV�*URXS�'LVFXVVLRQV�LQ�8JDQGD�WKDW�ZDV�FRPSLOHG�LQ������DUH�DPRQJ�
WKRVH�DQDO\]HG��,Q�DGGLWLRQ��OLWHUDWXUH�RQ�WKHVH�VWDWH�VWUXFWXUHV��H[HFXWLYH��OHJLVODWXUH�DQG�
MXGLFLDU\��DQG�RQ�HOHFWLRQV�DV�VSDFHV��SURFHVVHV�DQG�LQVWLWXWLRQV�IRU�GH¾�QLQJ��DUELWUDWLQJ�
DQG�GHWHUPLQLQJ�RXWFRPHV�RI�VWUXFWXUH�DQG�SURFHVVHV�RI�JRYHUQDQFH��ZLWK�HPSKDVHV�RQ�
WKH����)HEUXDU\������DQG�SULRU�WR�WKH�3UHVLGHQWLDO�DQG�3DUOLDPHQWDU\�(OHFWLRQV�DUH�DOVR�
XVHG�WR�WULDQJXODWH�WKH�¾�QGLQJV�DQG�HQULFK�WKH�GLVFXVVLRQ��,Q�DGGLWLRQ��WKH�UHVXOWV�IURP�D�
UHFHQW�VWXG\�RQ�´8JDQGD�#���µ�FRQGXFWHG�E\�WKH�&HQWUH�IRU�%DVLF�5HVHDUFK��&%5��DUH�
XVHG� WR� IRUH�JURXQG� WKH�RSLQLRQV�RI�8JDQGDQV�RQ� WKH� FRQWHPSRUDU\� VRFLDO� VWUXFWXUHV�
DQG�SROLWLFDO�WUHQGV�LQ�WKH�FRXQWU\���7KH�FRQFOXVLRQ�LV�WKDW�LQ�VSLWH�RI�WKH�FRQVLGHUDEOH�
SROLWLFR�DGPLQLVWUDWLYH�UHIRUPV�LQ�8JDQGD�HVSHFLDOO\�IURP������WR�������WKHUH�DUH�VWURQJ�
LQGLFDWLRQV�RI�UHJUHVVLRQV�LQ�WKH�TXDOLW\�RI�JRYHUQDQFH�VLQFH�WKHQ�WKDW�ZDUUDQW�FRQFHUQ�IRU�
WKH�IXWXUH�GHPRFUDWL]DWLRQ�LQ�8JDQGD��6RPH�QRWDEOH�UHIRUPV�GXULQJ�WKH�SUH������SHULRG�
LQFOXGHG� VLJQL¾�FDQW� WUHQGV� WRZDUGV�GHFHQWUDOL]DWLRQ�� WKH� UHWXUQ� WR�PXOWLSDUW\�SROLWLFDO�
V\VWHPV��DQG�WKH�GHYHORSPHQW�RI�D�SURJUHVVLYH�FRQVWLWXWLRQ�ZLWK�SURQRXQFHG�IUDPHZRUNV�
IRU�SXUVXLQJ�GHPRFUDWLF�JRYHUQDQFH� WKURXJK�DFFRXQWDEOH�DQG� WUDQVSDUHQW� LQVWLWXWLRQV�
RI�JRYHUQDQFH��0RVW�RI�WKHVH�FRQVWLWXWLRQDO�SURYLVLRQV�DUH�QRZ�EHLQJ�UHYHUVHG��8JDQGD�
WRGD\�GHPRQVWUDWHV�WKH�WUDSSLQJV�RI�D�SRVW�FRORQLDO�QRQ�GHPRFUDWLF�VWDWH�LQ�ZKLFK�VWDWH�
VWUXFWXUHV�VHUYH�SDUWLVDQ�LQWHUHVWV��7KH�DUP\�WDNHV�FHQWUH�VWDJH�LQ�SROLWLFV�DQG�LQ�WXUQ�
HQDEOHV� WKH� DXWKRULWDULDQ� FKDUDFWHU� RI� WKH� VWDWH� ZKHUH� HOHFWLRQV� KDYH� EHFRPH� PHUH�
SUHWHQFHV�DQG�D�PRFNHU\�RI�VXEVWDQWLYH�GHPRFUDWL]DWLRQ��7KH�LQGHSHQGHQFH�RI�WKH�WKUHH�
DUPV�RI�WKH�VWDWH�LV�VLPSO\�SUHWHQWLRXV�DQG�KLJKO\�FLUFXPVFULEHG�E\�WKH�150�WR�EH�XVHG�
DW�ZLOO�LQ�OHJLWLPL]LQJ�LWV�KROG�RQWR�SRZHU��8QOHVV�WKHVH�WUHQGV�FKDQJH��WKH�FRXQWU\�FRXOG�
UHYHUW�WR�LWV�W\UDQQLFDO�SDVW����

.H\�:RUGV��� &RUUXSWLRQ��6WDWH��6RFLHW\��3ROLWLFDO�7UDQVLWLRQV��'HPRFUDF\��(OHFWLRQV��
&LYLO�6RFLHW\��&XOWXUH��3RZHU��3DWHUQDOLVP��(FRQRPLF�&RPPLVVLRQ�IRU�
$IULFD��(FD��([SHUW�2SLQLRQ�6XUYH\��(RV���������

�� �7KH�(&$�(2&�LV�FRQGXFWHG�WR�DVVHVV�JRYHUQDQFH�SURFHVVHV�DQG�RXWFRPHV�LQ�$IULFD�E\�WKH�8QLWHG�
(FRQRPLF�&RPPLVVLRQV�IRU�$IULFD��81(&$��EXW�WKH�PRVW�XVHG�DFURQ\P�LV�(&$��.H\�DVSHFWV�RI�JRYHUQDQFH�
DQDO\VHV�DUH�XQGHUWDNHQ�E\�LQWHUYLHZLQJ�H[SHUW�.H\�,QIRUPDQWV�KHQFH��(26��WKDW�VWDQGV�IRU�([SHUW�2SLQLRQ�
6XUYH\��81(&$�FRQWUDFWV�7KLQN�7DQNV�WR�FRQGXFW�WKH�VXUYH\�LQ�LQGLYLGXDO�FRXQWULHV�DQG�WKXV�&HQWUH�IRU�
%DVLF�5HVHDUFK��&%5���.DPSDOD�KDV�EHHQ�SULYLOHJHG�WR�FRQGXFW�WKHVH�LQ�WKH�FDVH�RI�8JDQGD��������
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,QWURGXFWLRQ

7KLV�DUWLFOH�GLVFXVVHV�WKH�QDWXUH�DQG�G\QDPLFV�RI�VWUXFWXUHV�DQG�SURFHVVHV�RI�VWDWH�DQG�VRFLHW\�
UHODWLRQV�LQ�8JDQGD�DQG�WKH�DWWHQGDQW�SROLWLFDO�WUDQVLWLRQV�LQ�WKH�FRXQWU\��7KH�VSHFL¾�F�DVSHFWV�
ZH� DWWHPSW� WR� DGGUHVV� LQ� RXU� DQDO\VLV� LQFOXGH� WKH� PDMRU� FXOWXUDO�� HFRQRPLF� DQG� SROLWLFDO�
LQVWLWXWLRQV�RI�FXUUHQW�JRYHUQPHQWDO�SURFHVV�RI�WKH�FRXQWU\��IRUPV�DQG�W\SHV�RI�VWDWH�VWUXFWXUHV��
WKHLU� G\QDPLFV� DQG� LPSOLFDWLRQV�� UXOHV� RI� SROLWLFDO� VXFFHVVLRQ�� WKH� FKDUDFWHU�� VWUXFWXUH� DQG�
SURFHVV�RI�WKH�LQWHUIDFH�EHWZHHQ�VWDWH��VRFLHW\��HFRQRP\�DQG�SROLWLFV��LPSOLFDWLRQV�RI�GLYHUVLW\�
KRPRJHQHLW\�IRU� WKH�HPHUJHQFH�RI�´VXE�QDWLRQDOµ� LGHQWLWLHV�� OLQNDJHV�EHWZHHQ�SROLWLFDO�HOLWH�
DQG�WKH�́ PDVVHVµ��WKH�QDWXUH�RI�GLIIHUHQWLDWLRQ�RI�WKH�FRXQWU\µV�FLYLO�VRFLHW\��WKH�UROH�RI�WKH�VWDWH�
LQ�PHGLDWLQJ�SROLWLFDO�FRPSHWLWLRQ�DQG�DOORFDWLRQ�RI�SXEOLF�UHVRXUFHV�DQG�VRFLDO�VXUSOXV��DQG��
DERYH�DOO��WKH�FKDUDFWHU�RI�WKH�VWDWH�LQ�FRQFUHWH�WHUPV��(PSLULFDO�GDWD�IURP�WKH�([SHUW�2SLQLRQ�
6XUYH\��(26��RI�WKH�(FRQRPLF�&RPPLVVLRQ�IRU�$IULFD��(&$��DQG�)RFXV�*URXS�'LVFXVVLRQV�
FRPSLOHG�LQ������DUH�XVHG�LQ�WKH�DQDO\VHV�RI�WKHVH�HOHPHQWV�RI�WKH�FKDSWHU��/LWHUDWXUH�RQ�WKHVH�
HOHPHQWV�DQG�RQ�HOHFWLRQV�DV�VSDFHV��SURFHVVHV�DQG�LQVWLWXWLRQV�IRU�GH¾�QLQJ��DUELWUDWLQJ�DQG�
GHWHUPLQLQJ�RXWFRPHV�RI� VWUXFWXUH� DQG�SURFHVVHV� RI� JRYHUQDQFH��ZLWK� HPSKDVHV� RQ� WKH� ���
)HEUXDU\������3UHVLGHQWLDO�DQG�3DUOLDPHQWDU\�(OHFWLRQV�LV�DOVR�XVHG�WR�WULDQJXODWH�WKH�¾�QGLQJV�
DQG�HQULFK�WKH�GLVFXVVLRQ��$GGLWLRQDO�¾�QGLQJV�IURP�D�UHFHQW�VWXG\�RQ�´8JDQGD�#���µ�DUH�XVHG�
WR�GUDZ�LQ�FRQWHPSRUDU\�RSLQLRQ�RQ�WKHVH�LVVXHV��

&RQFHSWXDO�IUDPHZRUN

)HZ� VFKRODUV� KDYH� DW� RQFH� JUDSSOHG�ZLWK� D�PL[� RI� LVVXHV� RQ� VWDWH� VWUXFWXUHV�� VRFLHW\� DQG�
SROLWLFV�WKDW�DUH�DV�UHODWHG�DV�WKH\�DUH�GLYHUVH�DV�WKRVH�KDQGOHG�LQ�WKLV�DUWLFOH��7KLV�ZDUUDQWV�
D�EULHI� FRQFHSWXDO� HODERUDWLRQ��$FFRUGLQJ� WR�0EDNX� ��������PDQ\�VFKRODUV�KDYH�H[DPLQHG�
WKH� FDXVHV� RI� SRYHUW\� DQG� XQGHUGHYHORSPHQW� LQ� $IULFD� DQG� VHYHUDO� YDULDEOHV� KDYH� EHHQ�
LGHQWL¾�HG�DV�PDMRU�FRQWULEXWRUV��$PRQJ�WKHVH�DUH�SROLWLFDO�RSSRUWXQLVP��ZKLFK�LQFOXGHV�VXFK�
EHKDYLRXUV�DV�FRUUXSWLRQ�DQG�UHQW�VHHNLQJ��H[FHVVLYH�SRSXODWLRQ�JURZWK��SROLWLFDO�YLROHQFH��
LQFOXGLQJ�GHVWUXFWLYH�HWKQLF�FRQ¿�LFW��UDFLDO�LQWROHUDQFH��SRRUO\�GHYHORSHG�DQG�QRQ�VXVWDLQDEOH�
HFRQRPLF�LQIUDVWUXFWXUHV��KLJK�GHEW�OHYHOV��PLOLWDU\�LQWHUYHQWLRQ�LQ�SROLWLFV�DQG�JRYHUQDQFH��D�
JOREDO�HFRQRP\�WKDW�SODFHV�$IULFDQ�SURGXFHUV�DW�D�FRPSHWLWLYH�GLVDGYDQWDJH��DQ�LQWHUQDWLRQDO�
¾�QDQFLDO�V\VWHP�WKDW�GLVFULPLQDWHV�DJDLQVW�$IULFDQ�WUDGHUV��DQG�WKH�HFRQRPLF�SROLFLHV�RI�WKH�
GHYHORSHG�PDUNHW�HFRQRPLHV��VHH��IRU�LQVWDQFH��(UJDV��������:RUOG�%DQ��������0EDNX��������
������������������DQG�.LPHQ\L��DQG�0EDNX��������

6RPH� UHVHDUFKHUV� KDYH� DUJXHG� WKDW� WKH� FULWLFDO� GHWHUPLQDQW� RI� SRRU� PDFURHFRQRPLF�
SHUIRUPDQFH�LQ�$IULFD�DQG��KHQFH��FRQWLQXHG�SRYHUW\�DQG�XQGHUGHYHORSPHQW�KDV�EHHQ�SROLF\�
PLVWDNHV�PDGH� E\� LQFRPSHWHQW�� LOO�LQIRUPHG� DQG�SRRUO\� HGXFDWHG� EXW�ZHOO�PHDQLQJ� SROLF\�
PDNHUV� �$FHPRJOX�DQG�5RELQVRQ���������7KLV� ODWWHU�DUJXPHQW�KDV� LQIRUPHG� WKH�PRYHPHQW�
WR�UHFUXLW�DQG�EULQJ�WR�WKH�SXEOLF�VHUYLFHV�PRUH�FRPSHWHQW��EHWWHU�HGXFDWHG��KRQHVW��DQG�ZHOO�
GLVFLSOLQHG�LQGLYLGXDOV��5HFHQW�VWXGLHV�E\�SXEOLF�FKRLFH�VFKRODUV��KRZHYHU��KDYH�XQFRYHUHG�
HYLGHQFH�WKDW�SRLQWV�WR�SROLWLFDO�RSSRUWXQLVP�DV�WKH�PDMRU�GHWHUPLQDQW�RI�XQGHUGHYHORSPHQW�
RQ�WKH�FRQWLQHQW��$FHPRJOX�DQG�5RELQVRQ��������7XOORFN��������6KXJKDUW�DQG�:LOOLDP��������
%XFKQDQ���������0DQ\�RI�WKH�VR�FDOOHG�SROLF\�PLVWDNHV�DUH�DFWXDOO\�GHOLEHUDWH�DQG�SXUSRVHIXO�
SURJUDPPHV�SURPRWHG�E\�RSSRUWXQLVWLF��EXW�QRW�QHFHVVDULO\�LQFRPSHWHQW��FLYLO�VHUYDQWV�DQG�
SROLWLFLDQV�VHHNLQJ�ZD\V�WR�HQULFK�WKHP��7KH�LQVWLWXWLRQDO�DUUDQJHPHQWV�WKDW�$IULFDQ�FRXQWULHV�



6DPVRQ�-DPHV�2SRORW

DGRSWHG�DW�LQGHSHQGHQFH�HQGRZHG�WKH�UXOLQJ�HOLWHV�ZLWK�VLJQL¾�FDQW�UHJXODWRU\�DQG�UHGLVWULEXWLYH�
SRZHUV��7KHVH�ODZV�DQG�LQVWLWXWLRQV�HQKDQFHG�WKH�DELOLW\�RI�WKH�SRVW�LQGHSHQGHQFH�OHDGHUV�WR�
HQJDJH�LQ�LQHI¾�FLHQW�LQFRPH�DQG�ZHDOWK�UHGLVWULEXWLRQ�LQ�WKHLU�IDYRXU��$OWKRXJK�WKH�SHUYHUVH�
HFRQRPLF�SROLFLHV�LPSOHPHQWHG�E\�WKHVH�HOLWHV�LPSRVHG�VLJQL¾�FDQW�HFRQRPLF��KXPDQ�DQG�VRFLDO�
FRVWV�RQ�WKH�UHVW�RI�VRFLHW\��WKH\�JHQHUDWHG�HQRUPRXV�EHQH¾�WV�IRU�FLYLO�VHUYDQWV�DQG�SROLWLFLDQV�
ZKR�VRXJKW�WR�DGKHUH�WR�WKH�VWDWXV�TXR��VHH��DPRQJ�RWKHUV��0EDNX��������,KRQYEHUH��������

3RRUO\� GHVLJQHG�� ZHDN�� DQG� LQDSSURSULDWH� LQVWLWXWLRQDO� DUUDQJHPHQWV� DUH� WKH� FULWLFDO�
GHWHUPLQDQWV�RI�SRYHUW\�DQG�XQGHUGHYHORSPHQW�LQ�WKH�FRQWLQHQW��7KHVH�ODZV�DQG�LQVWLWXWLRQV�
SURPRWH� RSSRUWXQLVP� �H�J��� FRUUXSWLRQ� DQG� UHQW� VHHNLQJ��� UHVWULFW� HFRQRPLF� IUHHGRPV� DQG��
VXEVHTXHQWO\��WKH�DELOLW\�RI�LQGLYLGXDOV�WR�HQJDJH�IUHHO\�LQ�H[FKDQJH��LPSHGHV�HQWUHSUHQHXULDO�
DFWLYLWLHV�DQG��FRQVHTXHQWO\��ZHDOWK�FUHDWLRQ��DQG�JHQHUDOO\�HQGDQJHUV�VXVWDLQDEOH�GHYHORSPHQW��
7KH�LQVWLWXWLRQDO�DUUDQJHPHQWV�WKDW�WKH�$IULFDQ�FRXQWULHV�DGRSWHG�DW�LQGHSHQGHQFH�HQKDQFHG�
WKH�DELOLW\�RI�WKRVH�ZKR�KDG�FDSWXUHG�WKH�HYDFXDWHG�VWUXFWXUHV�RI�FRORQLDO�KHJHPRQ\�WR�PLVXVH�
WKH�SRVLWLRQV�HQWUXVWHG�WR�WKHP��,Q�WKH�SURFHVV��WKH\�VWXQWHG�WKH�HPHUJHQFH�RI�DQ�LQGLJHQRXV�
HQWUHSUHQHXULDO�FODVV�DQG��VXEVHTXHQWO\��WKH�FUHDWLRQ�RI�WKH�ZHDOWK�WKDW�WKH�SRVW�LQGHSHQGHQFH�
VRFLHW\�QHHGHG�WR�GHDO�ZLWK�PDVVLYH�DQG�SHUYDVLYH�SRYHUW\��0EDNX���������

6LPLODUO\�� $FHPRJOX� DQG� 5RELQVRQ� ������� QRWHG� WKDW� LW� LV� PDQ�PDGH� SROLWLFDO� DQG�
HFRQRPLF�LQVWLWXWLRQV�WKDW�XQGHUOLH�HFRQRPLF�VXFFHVV��RU� WKH�ODFN�RI� LW���5HYLHZLQJ�YDULRXV�
HFRQRPLHV� WKH\�� IRU� H[DPSOH��REVHUYH� WKDW�1RUWK�.RUHD� LV�RQH� IDVFLQDWLQJ�H[DPSOH�� ,W� LV� D�
UHPDUNDEO\�KRPRJHQHRXV�QDWLRQ��\HW� WKH�SHRSOH�RI�1RUWK�.RUHD�DUH�DPRQJ� WKH�SRRUHVW�RQ�
HDUWK�ZKLOH�WKHLU�EURWKHUV�DQG�VLVWHUV�LQ�6RXWK�.RUHD�DUH�DPRQJ�WKH�ULFKHVW��,Q�WKHLU�RSLQLRQ��
WKH�ORJLF�LV�WKDW�WKH�VRXWK�IRUJHG�D�VRFLHW\�WKDW�FUHDWHG�LQFHQWLYHV��UHZDUGHG�LQQRYDWLRQ��DQG�
DOORZHG�HYHU\RQH�WR�SDUWLFLSDWH�LQ�HFRQRPLF�RSSRUWXQLWLHV��7KH�HFRQRPLF�VXFFHVV�WKXV�VSXUUHG�
ZDV� VXVWDLQHG�EHFDXVH� WKH�JRYHUQPHQW�EHFDPH�DFFRXQWDEOH� DQG� UHVSRQVLYH� WR� FLWL]HQV� DQG�
WKH�JUHDW�PDVV�RI�SHRSOH��2Q�WKH�RWKHU�KDQG��WKH�SHRSOH�RI�WKH�QRUWK�KDYH�HQGXUHG�GHFDGHV�RI�
IDPLQH��SROLWLFDO�UHSUHVVLRQ��DQG�YHU\�GLIIHUHQW�HFRQRPLF�EXW�ODUJHO\�LQHIIHFWXDO�LQVWLWXWLRQV��
7KH�GLIIHUHQFH�EHWZHHQ� WKH� WZR�.RUHDV� LV�GXH� WR� WKH�SROLWLFV� WKDW�FUHDWHG� WKHVH�FRPSOHWHO\�
GLIIHUHQW�LQVWLWXWLRQDO�WUDMHFWRULHV�

+HQFH��RXU�SUHPLVH� LV� WKDW� WKH� UHDO�REVWDFOHV� WR�GHYHORSPHQW� LQ�$IULFD��DPRQJ�RWKHUV��
DUH� WKH� DEVHQFH� RI� IRUZDUG�ORRNLQJ� LQVWLWXWLRQDO� DUUDQJHPHQWV� WKDW� FDQ� HIIHFWLYHO\� UHVWUDLQ�
WKH�VWDWH�DQG�LWV�DJHQWV��DUP\��FLYLO�VHUYDQWV�DQG�SROLWLFLDQV��IURP�HQJDJLQJ�LQ�RSSRUWXQLVP��
:KDW�LV�QHHGHG�DUH�LQVWLWXWLRQDO�IUDPHZRUNV�IRU�HQKDQFLQJ�LQGLJHQRXV�HQWUHSUHQHXUVKLS�DQG�
WKH� FUHDWLRQ� RI�ZHDOWK� DQG� LPSURYLQJ� WKH� DELOLW\� RI� DOO� LQGLYLGXDOV�ZLWKLQ� HDFK� FRXQWU\� WR�
SDUWLFLSDWH� IXOO\� DQG� HIIHFWLYHO\� LQ� QDWLRQDO� GHYHORSPHQW�� ,Q� RUGHU� WR� SUHSDUH� HDFK�$IULFDQ�
FRXQWU\�IRU�VXVWDLQDEOH�GHYHORSPHQW�LQ�WKH�QHZ�FHQWXU\��FLWL]HQV�PXVW�HQJDJH�LQ�UHFRQVWUXFWLRQ�
RI�WKH�VWDWH�WKURXJK�SURSHU�FRQVWLWXWLRQ�PDNLQJ�WR�SURYLGH�JRYHUQDQFH�DQG�UHVRXUFH�DOORFDWLRQ�
V\VWHPV�WKDW�PLQLPL]H�SROLWLFDO�RSSRUWXQLVP��HQKDQFH�LQGLJHQRXV�HQWUHSUHQHXUVKLS��PD[LPL]H�
ZHDOWK�FUHDWLRQ��SURPRWH�SHDFHIXO�FRH[LVWHQFH�RI�SRSXODWLRQ�JURXSV��DQG�JHQHUDOO\�LQFUHDVH�
QDWLRQDO�ZHOIDUH��0EDNX��������:DJQHU�DQG�*ZDUWQH\���������,Q�WKH�IROORZLQJ�VHFWLRQV��ZH�
WDNH�D�PRUH�GHWDLOHG�ORRN�DW�SDUWV�RI�WKLV�WUDQVLWLRQ�SURJUDPPH�ZLWK�SRVW������8JDQGD�DV�RXU�
FDVH�VWXG\�
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0DMRU�FXOWXUDO��HFRQRPLF�DQG�SROLWLFDO�LQVWLWXWLRQV�RI�JRYHUQPHQWDO�SURFHVVHV�LQ�
8JDQGD

,Q�WKH�SUH�FRORQLDO�WLPHV��WUDGLWLRQDO�FRPPXQLWLHV�LQ�ZKDW�LV�QRZ�8JDQGD�ZHUH�FORVHO\�NQLW�
XQLWV��7KHLU�VRFLDO��SROLWLFDO�DQG�HFRQRPLF�RUJDQL]DWLRQ�UHYROYHG�DURXQG�WKH�IDPLO\��FODQ�DQG�
RU�WKH�LQVWLWXWLRQ�RI�WUDGLWLRQDO�OHDGHU��$FFRUGLQJ�WR�WKH�1DWLRQDO�&XOWXUH�3ROLF\�RI�8JDQGD��
²WKH�GDLO\�DFWLYLWLHV�RI�PHQ��ZRPHQ�DQG�FKLOGUHQ��ZKHWKHU�DV�LQGLYLGXDOV�RU�DV�JURXSV��ZHUH�
LQWULQVLFDOO\� OLQNHG� WR� DQG� GHWHUPLQHG� E\� WKHLU� FXOWXUHV� KRZHYHU�� WKH� H[SRVXUH� WR� YDULRXV�
LQ¿�XHQFHV��FXOWXUHV�DV�ZHOO�DV�IRUHLJQ�UXOH�DW� WKH�HQG�RI� WKH���WK�FHQWXU\�DQG�WKH�EHJLQQLQJ�
RI� WKH���WK�FHQWXU\� OHG� WR�ZHDNHQLQJ�RI� WUDGLWLRQDO� VRFLR�SROLWLFDO� VHW�XSV� �1DWLRQDO�&XOWXUH�
3ROLF\���������2QH�FRPPRQ�FKDUDFWHULVWLF�RI�WKH�SRVW�FRORQLDO�VWDWH�LV�WKDW�LW�ZDV�GLFWDWRULDO��
FHQWUDOL]HG�DQG�OHIW�QR�URRP�IRU�FLWL]HQ�SDUWLFLSDWLRQ�DV�ZH�NQRZ�LW�WRGD\�°�VKDULQJ�RI�GHFLVLRQ�
PDNLQJ�SRZHUV��%D]DDUD���������,Q�WKLV�GLVSHQVDWLRQ��WKH�VWDWH�ZDV�EDVHG�RQ�WKH�PDQLSXODWLRQ�
RI� FXOWXUDO�GLYHUVLWLHV� OLNH� UHOLJLRQ�� WULEHV�DQG�HWKQLFLW\�ZKLFK�FKDUDFWHUL]HG�%ULWLVK� ´GLYLGH�
DQG�UXOHµ�FRORQLDO�JRYHUQPHQW�VWUXFWXUHV�IRU�VHJPHQWLQJ�VRFLHW\�DQG�ZHDNHQLQJ�WKH�JURZWK�RI�
GHPRFUDWLF�SURFHVVHV��DQG�WKLV�KDV�FKDQJHG�RQO\�VOLJKWO\�LQ�SRVW�FRORQLDO�VWDWH�VWUXFWXUHV�LQ�
8JDQGD��

,W� LV� WKHUHIRUH� QRW� VXUSULVLQJ� WKDW� DW� WKH� FHQWUH� RI� FXOWXUDO�� HFRQRPLF� DQG� SROLWLFDO�
LQVWLWXWLRQDO� IUDPHZRUNV� RI� WKH� FXUUHQW� JRYHUQPHQWDO� SURFHVV� LQ� 8JDQGD� LV� WKH� KLVWRULFDO�
TXHVWLRQ�RI�WKH�UROH�RI�WUDGLWLRQDO�NLQJGRPV��$KLNLUH��2SRORW�	�0DGDQGD���������1RW�RQO\�GR�
WKH\�GH¾�QH�WKH�HPEHGGHG�HWKQLF�RULHQWDWLRQV�RI�LWV�SROLWLFV�LQ�WHUPV�RI�SURFHVVHV�RI�VHHNLQJ�
SRZHU� DQG�DOORFDWLQJ�SROLWLFDO�SRVLWLRQV�EXW�� LQ� DGGLWLRQ��ZD\V�RI� DFFHVVLQJ� VRFLRHFRQRPLF�
DQG�FXOWXUDO�RSSRUWXQLWLHV��7KH�DGPLQLVWUDWLYH�V\VWHP�LV�VWUXFWXUHG�DORQJ�WKH�JHRJUDSKLFDO�DQG�
HWKQLF�FRQWRXUV�RI�WKHVH�WUDGLWLRQDO�NLQJGRPV�DQG�WKHLU�YDULHG�KLVWRULHV�RI�GHYHORSPHQW��ZKLFK�
VWLOO�UH¿�HFW�WKH�VHQVH�RI�QDWLRQDOLW\�DQG�FLWL]HQVKLS�RI�WKH�SHRSOH�RI�8JDQGD��,Q�VKRUW��WKH�IRUPDO�
DQG� LQIRUPDO� JRYHUQDQFH� VWUXFWXUHV� DQG� SURFHVVHV� DUH� GH¾�QHG� E\� WKLV� WUDGLWLRQDO� SROLWLFDO�
WUDMHFWRU\��*RYHUQPHQW�UHFRJQL]HV�DQG�VXSSRUWV�VRPH�RI�WKH�WUDGLWLRQDO�FXOWXUDO�LQVWLWXWLRQV��
&RPPXQLWLHV�ORRN�XS�WR�WKH�WUDGLWLRQDO�FXOWXUDO�LQVWLWXWLRQV�IRU�WKHLU�LGHQWLW\��7KLV�IDFLOLWDWHV�
WKHVH�LQVWLWXWLRQV�WR�VXSSRUW�FXOWXUH�DQG�XVH�LW�WR�PRELOL]H�SHRSOH�IRU�GHYHORSPHQW��1DWLRQDO�
&XOWXUH�3ROLF\���������

7KH� &RPPRQZHDOWK� 2EVHUYHU� *URXS� �&2*�� IRU� WKH� )HEUXDU\� ����� 3UHVLGHQWLDO� DQG�
3DUOLDPHQWDU\� HOHFWLRQV� VWDWH� WKDW� IRU� FHQWXULHV�� WKH� UHJLRQDO� NLQJGRPV� RI� %XJDQGD�� 7RUR��
%XQ\RUR�DQG�$QNROH�FRQVWLWXWHG�WKH�DSH[�RI�WKH�SROLWLFDO�RUJDQL]DWLRQ�LQ�8JDQGD��$PRQJ�WKHVH��
WKH�%XJDQGD�.LQJGRP�ZDV�FRQVLGHUHG�WKH�VWURQJHVW�DQG�PRVW�LQ¿�XHQWLDO��7KH�SROLWLFDO�SRZHU�
RI�WKH�NLQJGRPV�ZDV��KRZHYHU��UHPRYHG�ZKHQ�WKH�LQVWLWXWLRQ�RI�NLQJVKLS�ZDV�DEROLVKHG�LQ�WKH�
����V��6RRQ�DIWHU��FRQVLVWHQW�GHPDQGV�ZHUH�UDLVHG�E\�WKH�SRSXODWLRQ�LQ�%XJDQGD��WKH�%DJDQGD��
WR�UHVWRUH�WKHLU� WUDGLWLRQDO�UXOHU�DQG�UHLQVWDWH� WKH�NLQJGRPµV�SROLWLFDO�SRZHU��7KHLU�GHPDQGV�
ZHUH�� WR� VRPH�H[WHQW�� XSKHOG� LQ������ZKHQ� WKH� LQFXPEHQW�1DWLRQDO�5HVLVWDQFH�0RYHPHQW�
�150��JRYHUQPHQW�GHFLGHG�WR�UHVWRUH�WUDGLWLRQDO�UXOHUV��+HQFH��WKH�%XJDQGD�.LQJGRP�ZDV�
WKH�¾�UVW�NLQJGRP�WR�EH�UHVWRUHG��-RKDQHVVHQ���������,Q�FRPLQJ�VHFWLRQV�ZH�XVH�WKH�%XJDQGD�
TXHVWLRQ� WR� LOOXVWUDWH� WKH�VLJQL¾�FDQFH�RI� WUDGLWLRQDO�NLQJGRPV�LQ� WKH�FXOWXUDO��HFRQRPLF�DQG�
SROLWLFDO�LQVWLWXWLRQV�RI�JRYHUQPHQWDO�SURFHVVHV�LQ�8JDQGD���



6DPVRQ�-DPHV�2SRORW

6LQFH�WKH�UHVWRUDWLRQ�RI�NLQJGRPV��%XJDQGD�KDV�UH�EXLOW�LWVHOI�DV�D�TXDVL�VWDWH�LPSO\LQJ�
WKDW�WKH�UHVWRUHG�FXOWXUDO�NLQJGRP�KDV�HVWDEOLVKHG�HIIHFWLYH�LQVWLWXWLRQV��¾�QDQFLQJ�PHFKDQLVPV�
DQG�SROLF\�WRROV��(QJOHEHUW���������6KRUWO\�DIWHU�WKH�UHVWRUDWLRQ�LQ������WKH�UHVWRUHG�%XJDQGD�
NLQJ�DSSRLQWHG�D�SDUOLDPHQW��/XNLLNR��FRQVLVWLQJ�RI�FODQ�OHDGHUV�DQG�UHSUHVHQWDWLYHV�IURP�HDFK�
GLVWULFW��$�JRYHUQPHQW�WKDW�UHVHPEOHV�D�PRGHUQ�FDELQHW�ZLWK�D�FKLHI�PLQLVWHU�DQG�PLQLVWHUV�ZDV�
VHW�XS��7KH�ORFDO�DGPLQLVWUDWLYH�V\VWHP�KDV�DOVR�EHHQ�UH�HVWDEOLVKHG�ZLWK�D�QHWZRUN�RI�FRXQW\�
DQG� VXE�FRXQW\� FKLHIV�� 7KLV� V\VWHP�� WR� D� ODUJH� H[WHQW�� RYHUODSV� WKH� RI¾�FLDO� VWDWH� VWUXFWXUH�
EDVHG�RQ�GLVWULFWV��VXE�FRXQWLHV�DQG�WKH�UHVSHFWLYH�ORFDO�FRXQFLOV��(EJOHEHUW���������$OWRJHWKHU�
WKH� LQVWLWXWLRQDO� UHFRQVWUXFWLRQ� OHDYHV� WKH� LPSUHVVLRQ� RI� D�PRGHUQ� VWDWH� LQVWLWXWLRQ�� UDLVLQJ�
H\HEURZV�LQ�FLUFOHV�RSSRVHG�WR�D�SROLWLFDO�PRQDUFK��0RVW�RI�WKH�RWKHU�NLQJGRPV�IROORZHG�VXLW��

,Q� DQ� DWWHPSW� WR� FXUE� WKHLU� SRZHUV�� WKH� ����� &RQVWLWXWLRQ� RI� 8JDQGD� SUHYHQWV� WKH�
WUDGLWLRQDO� UXOHUV� IURP� OHY\LQJ� WD[HV� DQG� WKHUH� DUH� FXUUHQWO\� QR� UHJXODU� WUDQVIHUV� IURP� WKH�
FHQWUDO�JRYHUQPHQW��7KXV�WKHVH�WUDGLWLRQDO�FXP�FXOWXUDO�LQVWLWXWLRQV�WR�D�ODUJH�H[WHQW�GHSHQG�
RQ�LQWHUQDO�´SRSXODUµ�IXQGUDLVLQJ�DQG�H[WHUQDO�GRQDWLRQV��7KH�%XJDQGD�.LQJGRP�LQ�SDUWLFXODU�
UHOLHV�RQ�UHQWDO�LQFRPH�IURP�SURSHUWLHV��GRQDWLRQV�IURP�FRPSDQLHV��DQG�SHRSOH�DUH�HQFRXUDJHG�
WR�EX\�FHUWL¾�FDWHV�LQ�RUGHU�WR�IXQG�WKH�H[SHQGLWXUHV�RI�WKH�NLQJGRP�7KH�XQVWDEOH�HFRQRP\�RI�
WKH�NLQJGRP�LV�RQH�RI�WKH�SULPDU\�UHDVRQV�ZK\�WKH�SURSRQHQWV�RI�WKH�LQVWLWXWLRQ�KDYH�PDGH�
GHPDQGV�IRU�D�IHGHUDO�VWDWXV�IRU�WKH�UHVWRUHG�NLQJVKLS��KRSLQJ�WKDW�WKH�LQVWLWXWLRQ�ZLOO�EH�JUDQWHG�
¾�VFDO�SRZHUV��.D\XQJD����������2SSRVHG�WR�WKH�SROLWLFDO�FKDUDFWHU�RI�WKH�%XJDQGD�LQVWLWXWLRQ�
LQ�WKH�SDVW��WKH�UHVWRUHG�LQVWLWXWLRQ�RI�NLQJVKLS�ZDV�FRQ¾�QHG�WR�FXOWXUDO�IXQFWLRQV��7KLV�LPSOLHG�
WKDW� WKH� LQVWLWXWLRQ�FKDQJHG� IURP�EHLQJ�D� IXQFWLRQLQJ�VWDWH�ZLWKLQ� WKH�8JDQGDQ�VWDWH�� WR�DQ�
LQVWLWXWLRQ�ORFDWHG�RXWVLGH�WKH�SROLWLFDO�VSKHUH�DQG�WKH�IRUPDO�VWDWH�VWUXFWXUH��.D\XQJD���������
1HYHUWKHOHVV��WKH�NLQJGRPµV�GHPDQG�IRU�D�IHGHUDO�VWDWH�VWUXFWXUH�ZLWK�H[HFXWLYH�SRZHUV�KDV�
FRQWLQXHG�WR�GRPLQDWH�WKH�SROLWLFDO�GHEDWH�LQ�8JDQGD��

1HYHUWKHOHVV��WKH�SODFH�RI�WKH�%XJDQGD�.LQJGRP�LQ�FRQWHPSRUDU\�8JDQGDQ�SROLWLFV�KDV�
LQ¿�XHQFHG�SROLWLFDO�GHEDWHV�LQ�8JDQGD�VLQFH�LWV�UHVWRUDWLRQ�LQ�������-RKDQHVVHQ���������7KH�
FRQVHQW� RI� WKH� %XJDQGD�.LQJGRP� VWLOO� VHUYHV� DV� DQ� LPSRUWDQW� VXSSRUW�EDVH� IRU� SROLWLFLDQV�
UXQQLQJ�IRU�RI¾�FH�DV�HYLGHQFHG�LQ�WKH������������������DQG������SUHVLGHQWLDO�HOHFWLRQV���7KH�
LVVXHV�GHEDWHG�SULRU�WR�DOO�WKH�DERYH�HOHFWLRQV�UHODWHG�WR�%XJDQGDµV�TXHVW�IRU�VHOI�GHWHUPLQDWLRQ�
WKURXJK�D�IHGHUDO�VWDWH�VWUXFWXUH��,Q�WKLV�VHQVH��WKH�%XJDQGD�.LQJGRP�KDV�PDQDJHG�WR�LQ¿�XHQFH�
QDWLRQDO� SROLWLFV� GHVSLWH� LWV� FXOWXUDO� FKDUDFWHU�� DQG� KDV� UH�HQWHUHG� WKH� SROLWLFDO� DUHQD� DV� D�
VLJQL¾�FDQW� SUHVVXUH� JURXS�PRUH� WKDQ� WKLUW\� \HDUV� DIWHU� LWV� DEROLWLRQ� �2ORND�2\DQJR�� ������
%DU\D��������.D\XQJD��������&RPPRQZHDOWK�2EVHUYHU�*URXS���������

&XUUHQWO\��WKH�EXON�RI�%XJDQGD�.LQJGRP�JRYHUQPHQW�LV�PRUH�RU�OHVV�RSHQO\�V\PSDWKHWLF�
WR�WKH�RSSRVLWLRQ�DQG�LQ�IDFW�LWV�WRS�¾�JXUHV�OLNH�WKH�IRUPHU�3ULPH�0LQLVWHU�0U��0XOZDQ\DPXOL�
6VHPZRJHUHUH�FDPSDLJQHG�IRU�5WG��'U��.LL]D�%HVLJ\H� WKH� OHDG�RSSRVLWLRQ�FDQGLGDWH� LQ� WKH�
�����3UHVLGHQWLDO�FDPSDLJQV��7KLV�KDV�IXUWKHU�VWUDLQHG�UHODWLRQV�EHWZHHQ�3UHVLGHQW�0XVHYHQL��
WKH�150�LQ�JHQHUDO�DQG� WKH�%XJDQGD�.LQJGRP��7KH�&RPPRQZHDOWK�2EVHUYHU�7HDP������
KLJKOLJKWV�WKH�IROORZLQJ�LQGLFDWLRQV�RI�WKH�JURZLQJ�DQLPRVLW\�EHWZHHQ�WKH�WZR��LQ�6HSWHPEHU�
�����WKH�JRYHUQPHQWµV�GHFLVLRQ�WR�SUHYHQW�WKH�%XJDQGD�.LQJ��.DEDND�5RQDOG�0XWHEL��IURP�
DWWHQGLQJ�D�\RXWK�FHUHPRQ\�LQ�RQH�RI�WKH�&RXQWLHV�RI�WKH�.LQJGRP��QRZ�.D\XQJD�'LVWULFW��
FDXVHG�D�ULRW��ZKLFK�OHIW�DW�OHDVW����SHRSOH�GHDG��7KLV�LQFLGHQW�H[SRVHG�WKH�WHQVLRQ�EHWZHHQ�
WKH� VWDWH�DQG�.DEDND�5RQDOG�0XWHEL�ZKR�KDG�EHHQ� LQFUHDVLQJO\� IRUFHIXO� LQ�FDOOLQJ� IRU� WKH�
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UHLQWURGXFWLRQ� RI� )HGHUR� °� D� TXDVL�IHGHUDO� V\VWHP� RI� JRYHUQPHQW� WKDW� H[LVWHG� EHIRUH� WKH�
NLQJGRPV�ZHUH�DEROLVKHG�LQ�������7KH�FXOPLQDWLRQ�RI�DOO�WKLV�DQLPRVLW\�EHWZHHQ�WKH�.DEDND�
DQG�WKH�*RYHUQPHQW�RI�8JDQGD�ZDV�WKH�HYHQW�RI�WKH����-DQXDU\�������ZKHQ�WKH�3DUOLDPHQWV�
HQDFWHG�WKH�,QVWLWXWLRQ�RI�7UDGLWLRQDO�DQG�&XOWXUDO�/HDGHUV�%LOO�WKDW�EHFDPH�DQ�$FW��

7KH�$FW�EDQV�WUDGLWLRQDO�OHDGHUV�IURP�SURPRWLQJ�RU�SURYLGLQJ�GLUHFW�VXSSRUW�WR�D�SROLWLFDO�
SDUW\�RU�WR�LWV�DFWLYLWLHV�DQG�EDUV�WUDGLWLRQDO�OHDGHUV�IURP����UHFRPPHQGLQJ�WR�WKH�SXEOLF�VXSSRUW�
IRU�LQGLYLGXDO�SROLWLFLDQ�����SURPRWLQJ�D�SDUW\�PDQLIHVWR��DQG����PDNLQJ�VWDWHPHQWV�DJDLQVW�
JRYHUQPHQW�SDUWLVDQ�SROLWLFV��0DQ\�RSSRVLWLRQ�SDUWLHV��LQFOXGLQJ�VHYHUDO�%DJDQGD�03V��DQG�
RWKHU�WUDGLWLRQDO�OHDGHUV�REMHFWHG�WR�WKH�ELOO�RQ�WKH�JURXQGV�WKDW�LW�ZDV�XQFRQVWLWXWLRQDO��$V�LW�
VWDQGV��GHPRFUDWLF�IRUFHV�LQ�WKH�FRXQWU\�KDYH�DFFXVHG�WKH�*RYHUQPHQW�RI�HURGLQJ�WKH�UHYHUHQFH�
DQG�UHVSHFW�DFFRUGHG�WR�WUDGLWLRQDO�RU�FXOWXUDO�OHDGHUV�LQ�8JDQGD��&RPPRQZHDOWK�2EVHUYHU�
*URXS��8JDQGD�3DUOLDPHQWDU\�DQG�3UHVLGHQWLDO�(OHFWLRQV�����)HEUXDU\�������

)RUPV DQG� W\SHV� RI� VWDWH� VWUXFWXUHV�� G\QDPLFV� DQG� LPSOLFDWLRQV� IRU� SROLWLFDO�
FRPSHWLWLRQ

$FFRUGLQJ�WR�0XJDMX��������RQ�DWWDLQPHQW�RI�LQGHSHQGHQFH�LQ�������WKH�IXWXUH�RI�GHPRFUDF\�
LQ�8JDQGD�ORRNHG�TXLWH�SURPLVLQJ��2Q�WKH�IDFH�RI�LW��WKH�FRXQWU\�KDV�D�IXQFWLRQLQJ�PXOWL�SDUW\�
GHPRFUDWLF�́ :HVWPLQVWHUµ�V\VWHP�RI�JRYHUQPHQW��8QGHU�WKH�:HVWPLQVWHU�PRGHO�RI�JRYHUQPHQW�
ZKLFK�ZDV�EDVHG�RQ�WKH�FRQFHSW�RI�PDMRULW\�UXOH��WKH�VHSDUDWLRQ�RI�SRZHUV��EHWZHHQ�H[HFXWLYH��
WKH�OHJLVODWXUH�DQG�WKH�MXGLFLDU\��DQG�WKH�UXOH�RI�ODZ��WKH�FRXQWU\�KDG�DQ�RI¾�FLDO�RSSRVLWLRQ�SDUW\��
DQ�LPSDUWLDO�DQG�LQFRUUXSWLEOH�FLYLO�VHUYLFH�DQG�DQ�LQGHSHQGHQW�MXGLFLDU\��7KH�LQGHSHQGHQFH�
FRQVWLWXWLRQ�QRW�RQO\�HQVKULQHG�IXQGDPHQWDO�KXPDQ�ULJKWV�DQG�IUHHGRPV�EXW�LW�DOVR�SURYLGHG�
YDU\LQJ�GHJUHHV�RI�IHGHUDO�UHODWLRQVKLSV�EHWZHHQ�WKH�FHQWUDO�JRYHUQPHQW�DQG�WKH�NLQJGRPV�LQ�
8JDQGD��,Q�IDFW��XQOLNH�WKH�JRYHUQPHQW�RI� WKH�GD\�� WKH�LQGHSHQGHQFH�&RQVWLWXWLRQ�FR�RSWHG�
VRPH�.LQJV�RI�WKHVH�.LQJGRPV�LQWR�JRYHUQPHQW�SRVLWLRQV��.LQJ�(GZDUG�0XWHVD�RI�%XJDQGD�
EHFDPH� WKH� ¾�UVW� LQGHSHQGHQFH� 3UHVLGHQW� RI� 8JDQGD�� 7KH� .\DED]LQJD� ´&KLHI� RI� %XVRJDµ�
EHFDPH�WKH�9LFH�3UHVLGHQW�XQGHU�0XWHVD��ZLWK�2ERWH�DV�WKH�¾�UVW�3ULPH�0LQLVWHU�

8QIRUWXQDWHO\��WKLV�H[SHULPHQW�LQ�FRQVWLWXWLRQDOLVP�ZDV�D�IUDJLOH�RQH�PRVWO\�EHFDXVH�RI�WKH�
SUHIHUHQWLDO�WUHDWPHQW�JLYHQ�VRPH�PRQDUFKV�RYHU�RWKHUV��QRWDEO\�%XJDQGD�.LQJGRP�GRPLQDWLQJ�
RYHU� WKH�UHVW��DQG�E\�DSSRLQWLQJ� WKHLU�.LQJ� WR� WKH�3UHVLGHQF\�VKRUWO\�DIWHU� LQGHSHQGHQFH� LQ�
������1RW�ORQJ�DIWHU��WKLV�EUHG�WHQVLRQ�EHWZHHQ�3UHVLGHQW�0XWHVDµV�PRQDUFKLFDO�LQWHUHVWV��ZKR�
ZDV� LQ�DFWXDO� WHUPV�FHUHPRQLDO��DQG� WKH�5HSXEOLFDQ� LQWHUHVWV�RI� WKH�3ULPH�0LQLVWHU�0LOWRQ�
2ERWH�ZKR� DFWXDOO\� KHOG� WKH� H[HFXWLYH� SRZHUV�� ,Q� DWWHPSW� WR�ZULJJOH� RXW� RI� WKLV� LPSDVVH��
WKH� ODWWHU� VRXJKW� WKH�VXSSRUW�RI� WKH�PLOLWDU\��6XEVHTXHQW�HYHQWV�GHPRQVWUDWH� WKDW� WKH�3ULPH�
0LQLVWHU�PDGH�VHYHUDO�QHSRWLVWLF�FKDQJHV�LQ�WKH�DUPHG�IRUFHV�UDQNLQJV��ZKLFK�ZHUH�DLPHG�DW�
VLGHOLQLQJ�SUR�3UHVLGHQW�0XWHVD�RI¾�FHUV�VXFK�DV�WKH�WKHQ�$UP\�&RPPDQGHU��%ULJ��6KDEDQ�2��
2SRORW�DQG�SURPRWLQJ�KLV�RZQ�DOOLHV�VXFK�DV�,GGL�$PLQ�'DGD��ZKR�VRRQ�EHFDPH�WKH�$UP\�
&RPPDQGHU�UHSODFLQJ�%ULJ��6KDEDQ�2SRORW�ZKR�ZDV�MDLOHG��7KLV�SDYHG�WKH�ZD\�IRU�WKH�DWWDFN�
RQ�WKH�/XELUL�²WKH�SDODFH�RI�WKH�.LQJ�RI�%XJDQGD³�DQG�WKH�3UHVLGHQW��6LU�(GZDUG�0XWHVD�LQ�
������ZKLFK�IRUFHG�KLP�LQWR�H[LOH��

7KH�SHULRG������°������ZLWQHVVHG�DQ�XQVWHDG\�DOOLDQFH�EHWZHHQ�DQ�LQFUHDVLQJO\�SDUWLVDQ�°�
QRUWKHUQ�8JDQGD�RULHQWDWHG�DUPHG�IRUFHV�XQGHU�WKH�PDFKLQDWLRQV�RI�WKH�3ULPH�0LQLVWHU�DQG�KLV�
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DOO\�WKH�QHZO\�DSSRLQWHG�$UP\�&RPPDQGHU�,GGL�$PLQ�'DGD��ZKLFK�FXOPLQDWHG�LQ�WKH�PLOLWDU\�
FRXS�RI������WKDW�GHSRVHG�0LOWRQ�2ERWH�LQWR�H[LOH�LQ�7DQ]DQLD��:KDW�IROORZHG�XQGHU�*HQ��
$PLQµV�SUHVLGHQF\�ZDV�DQ�LQFUHPHQWDO�VWDWH�RI�W\UDQQ\��FKDRV��YLROHQFH��UHFXUUHQW�XSKHDYDOV��
HFRQRPLF�DQG�SROLWLFDO� LVRODWLRQ�UHVXOWLQJ� LQ�HFRQRPLF�FROODSVH�DQG�PRUDO�GHJHQHUDWLRQ�� ,Q�
VKRUW��PXOWLSDUW\�GHPRFUDF\��FRQVWLWXWLRQDOLVP�DQG�UXOH�RI�ODZ�FHDVHG�WR�H[LVW�DQG�8JDQGD�KDG�
EHFRPH�D�ODQG�RI�WHUURU��DQDUFK\�DQG�ZDUORUG�LVP��0XJDMX��������S�������

7KH� VXFFHVVIXO�7DQ]DQLDQ� DUPHG� IRUFHV� VXSSRUWHG�ZDU� RI� OLEHUDWLRQ� WKDW� GHSRVHG� ,GGL�
$PLQ�LQ������VDZ�D�UHVXPSWLRQ�RI�D�ZHDN�DQG�VKRUW� OLYHG�SROLWLFDO�VWDELOLW\�WKDW�ZLWQHVVHG�
WKUHH�SUHVLGHQFLHV�FRPSULVLQJ�WKDW�RI�+LV�([FHOOHQF\�3URI��<XVXI�/XOH��WKDW�RI�+LV�([FHOOHQF\�
*RGIUH\� /XNRQJZD� %LQDLVD�� ZKLFK� ZDV� IROORZHG� E\� WKH� LQWULQVLFDOO\� SUR�0LOWRQ� 2ERWHµV�
8JDQGD�3HRSOHµ�&RQJUHVV��83&�������HOHFWLRQV�°�SRSXODUO\�NQRZQ�DV�WKH�2ERWH�,,�5HJLPH��
7KLV�WRR�HQGHG�LQ�WKH�PLOLWDU\�FRXS�E\�WZR�GLVJUXQWOHG�$FROL�*HQHUDOV�LQ�WKH�QDPHV�RI�7LWR�
2NHOOR�/XWZD�DQG�*HQ��%D]LOOLR�2ODUD�2NHOOR�LQ������WKDW�ZHUH�RVWHQVLEO\�XQKDSS\�ZLWK�WKH�
SUHGRPLQDQWO\�SUR�/DQJL�OHDQLQJV�RI�WKH�2ERWH�,,�5HJLPH��7KHLUV�ZDV�DQ�HTXDOO\�VKRUW�OLYHG�
JRYHUQPHQW�DQG�WKH�1DWLRQDO�5HVLVWDQFH�$UP\��15$��RI�<RZHUL�0XVHYHQL�DVVXPHG�SRZHU��
WKHUHDIWHU�LQ�������

2Q� DVVXPLQJ� SRZHU� LQ� ����� WKH� 1DWLRQDO� 5HVLVWDQFH�$UP\� �15$�� EDQQHG� SROLWLFDO�
SDUWLHV��DFWLYHO\�FULSSOHG�WKH�RSSRVLWLRQ��DQG�UXOHG�WKH�FRXQWU\�XQGHU�D�RQH�SDUW\�PRYHPHQW�
V\VWHP��8QGHU�WKH�PRYHPHQW�V\VWHP�WKH�15$�H[SORLWHG�WKH�QHJDWLYH�KLVWRU\�RI�WKH�FRXQWU\�
WR�FUDIW�D�QR�SDUW\�SROLWLFDO�V\VWHP�LQ�ZKLFK�WKH\�IRUJHG�VWUDWHJLF�DOOLDQFHV�ZLWK�WKH�GLYHUVH�
SROLWLFDO�RSLQLRQV�WKDW�PDWWHUHG�EXW�ZRXOG�IDFLOLWDWH�WKH�VXIIRFDWLRQ�RI�PXOWL�SDUW\�LGHQWLWLHV��
ZKLFK� FHQWHUHG� DURXQG�<RZHUL�0XVHYHQLµV� LQWHUHVWHG� DQG� WUDQVIRUPHG� WKHPVHOYHV� LQWR� WKH�
1DWLRQDO�5HVLVWDQFH�0RYHPHQW��150��JRYHUQPHQW��

'XULQJ�WKH�HDUO\�150�SHULRG��������������DQ\�HOHFWLRQV�KDG�WR�EH�KHOG�RQ�LQGLYLGXDO�
PHULW�EDVLV��0XMDMX���������0XMDMX��������QRWHG� WKDW�150�*RYHUQPHQW�KDG�XVHG�PDVVLYH�
SXEOLF�UHVRXUFHV�WR�PRXQW�SROLWLFDO�HGXFDWLRQ�FRXUVHV�WKH�SULQFLSDO�SXUSRVH�RI�ZKLFK�ZDV�WR�
GHVWUR\� SROLWLFDO� SDUWLHV�� %HVLGHV�� WKH� JRYHUQPHQW� SODFHG� YLUWXDOO\� D� EDQ� RQ� SDUWLHV��7KHUH�
ZDV� OLPLWHG� URRP� IRU� H[SUHVVLRQ� RI� GLYHUVH� DQG� DOWHUQDWLYH� SROLWLFDO� RSLQLRQ� DQG� HOHFWLRQV�
DGYRFDWHG� E\� WKH�150� DW� WKH� WLPH�ZHUH� VHHQ� E\� WKH� RSSRVLWLRQ� DV� D� UHFLSH� IRU� SHUSHWXDO�
GLFWDWRUVKLS� �.DJHQGD�$WZRNL�� ������� 0XOWL�SDUW\� HOHFWLRQV� UH�HPHUJHG� RQWR� WKH� SROLWLFDO�
SODWIRUP�LQ�WKH������3UHVLGHQWLDO�HOHFWLRQV��+RZHYHU��WKLV�VDZ�WKH�UHDZDNHQLQJ�RI�ROG�SROLWLFDO�
SDUWLHV��OHJLWLPL]LQJ�D�ZHDN�PXOWL�SDUW\�V\VWHP�RI�SROLWLFDO�FRPSHWLWLRQ�DV�WKH�IRUPDO�SDWWHUQ�
RI�SROLWLFDO�FRQWHVWDWLRQ�LQ�8JDQGD��7KH�SDUWLHV�LQ�TXHVWLRQ��QRWDEO\�8JDQGD�3HRSOHVµ�&RQJUHVV�
�83&���'HPRFUDWLF�3DUW\��'3��DQG�&RQVHUYDWLYH�3DUW\��&3���DUH�KDQJRYHUV�RI�WKH�LPPHGLDWH�
SRVW�FRORQLDO� K\EULG� RI� IHGHUDO� XQLWDU\� GHPDQGV� DQG� SUHVLGHQWLDO�SDUOLDPHQWDU\� LQWHUHVWV��
ZKLFK�KDYH�IDLOHG�WR�SURYLGH�FRQVWUXFWLYH�RSSRVLWLRQ�DJDLQVW�WKH�LQFXPEHQW�150�UHJLPH��

7KLV�LQWULQVLFDOO\�HWKQLF�DQG�QHSRWLVWLF�RULHQWDWLRQ�RI�WKHVH�WUDGLWLRQDO�SDUWLHV�FRQWLQXHV�
WR�SURYLGH�IHUWLOH�JURXQG�IRU�WKH�150�WR�PDQLSXODWH�WKHP��3UHVLGHQW�<RZHUL�0XVHYHQL�KDV�
VNLOOIXOO\�H[SORLWHG�8JDQGDµV�FKDRWLF�SDVW�DQG�WKH�UHIUDFWLRQV�WKHUH�IURP�WKDW�UHSURGXFH�FOHDYDJHV�
LQ�WKH�WUDGLWLRQDO�SROLWLFDO�SDUWLHV�QRWDEO\�WKH�8JDQGD�3HRSOHµV�&RQJUHVV�DQG�WKH�'HPRFUDWLF�
3DUW\� WR�FRQVROLGDWH�KLV�JULS�RQ�SRZHU��:HOO�NQRZQ�WR� WKH�150�LV� WKH� IDFW� WKDW�HPEHGGHG�
LQ� WKH� WUDGLWLRQDO�SROLWLFDO�SDUW\� DFWRUV� LV� D�GHHS� VHDWHG�KLVWRU\�RI� V\PSDWKLHV�RU� DQLPRVLW\�
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ZLWK�NLQJGRPV�� UHOLJLRQV�� UHJLRQDOLVPV�� DQG� HWKQLFLWLHV��ZKLFK� VWLOO� GHWHUPLQH� LQWHUHVWV� DQG�
RXWFRPHV�RI�3UHVLGHQWLDO�HOHFWLRQV��:LWK�VNLOO�� WKHVH�GLIIHUHQFHV�FDQ�EH�PDQLSXODWHG�E\� WKH�
LQFXPEHQW�WR�XQGHUPLQH�GHPRFUDWLF�SROLWLFDO�WUDQVLWLRQ��7KLV�LV�HYLGHQFHG�E\�WKH�ORQJHYLW\�RI�
WKH�150�UHJLPH�WR�WRGD\��

+RZHYHU��LQ������WKH�150�DFFHGHG�WR�GHPDQGV�IRU�D�UHWXUQ�WR�PXOWL�SDUW\�SROLWLFV�ZHOO�
NQRZLQJ� WKDW� LW�KDG�SUHSDUHG� LWVHOI� IRU�RYHUULGLQJ� WKH�ZHDN�RSSRVLWLRQ�ZKLOH�DOVR� UHWDLQLQJ�
VRPH�PRGLFXP�RI�OHJLWLPDF\��'DWD�RQ�7DEOH�2QH�EHORZ�ZDV�GHULYHG�IURP�UHVXOWV�RI�WKH�([SHUW�
2SLQLRQ�6XUYH\��(26��FRQGXFWHG�LQ������DQG�UHYHDOV�WKDW�WKH�PDMRULW\�RI�8JDQGDQV�DJUHH�WKDW�
XQGHU�WKH�150��SROLWLFDO�SDUWLHV�RSHUDWH�XQGHU�UHVWULFWHG�HQYLURQPHQW�PDQLIHVWHG�LQ�ODFN�RI�
OHYHO�SOD\LQJ�JURXQG��DPRQJ�RWKHUV��

7DEOH����3HUFHSWLRQV�RI�&LWL]HQV�RQ�WKH�6WDWH�RI�0XOWL�3DUW\�3ROLWLFV�LQ�8JDQGD

&KDUDFWHUL]DWLRQ )UHTXHQF\ �

8JDQGD�FRQVLVWV�RI�D�VLQJOH�SDUW\�V\VWHP�ZKHUHE\�FDQGLGDWHV�
FDQ�HIIHFWLYHO\�FRPSHWH�IRU�RI¾�FHV��ZLWKLQ�WKH�V\VWHP

� ��

8JDQGD�FRQVLVWV�RI�D�PXOWLSDUW\�V\VWHP�ZKHUHE\�WKH�UXOLQJ�
SDUW\�DOORZV�RWKHU�SDUWLHV�WR�UHJLVWHU��EXW�LW�GRHV�QRW�DOORZ�
WKHP�WR�FRPSHWH�IUHHO\�IRU�SROLWLFDO�SRZHU

�� ����

&RQVLVWV�RI�D�PXOWLSDUW\�GHPRFUDF\�ZLWK�WZR�RU�PRUH�
LQGHSHQGHQW�SROLWLFDO�SDUWLHV��ZKHUH�WKH�UXOLQJ�SDUW\�LV�
GRPLQDQW�DQG�GLFWDWHV�DOO�QDWLRQDO�SROLFLHV�DQG�SURJUDPPHV

�� ����

&RQVLVWV�RI�D�VWDEOH�PXOWLSDUW\�GHPRFUDF\�ZLWK�WZR�RU�PRUH�
VWURQJ��SROLWLFDO�SDUWLHV��HDFK�ZLWK�DQ�LQGHSHQGHQW�QDWLRQ�
ZLGH�SROLWLFDO�SURJUDPPH

�� ����

727$/ ���

6RXUFH��(FRQRPLF�&RPPLVVLRQ�IRU�$IULFD��(&$���([SHUW�2SLQLRQ�6XUYH\��(26�������

7KH�¾�QGLQJV�VKRZ�WKDW�PRVW�8JDQGDQV�VHH�WKH�PXOWL�SDUW\�SROLWLFDO�V\VWHP�DV�FRPSULVLQJ�
SDUWLHV� WKDW�DUH�QRW�DOORZHG� WR�FRPSHWH�IUHHO\���������IROORZHG�E\� WKRVH���������ZKR�VHH�
SROLWLFDO�SDUWLHV�GRPLQDWHG�E\�WKH�UXOLQJ�SDUW\�WKDW�DOVR�GLFWDWHV�DOO�QDWLRQDO�HOHFWRUDO�SROLFLHV��
SURFHGXUHV�DQG�SURJUDPPHV��,Q�VSLWH�RI�WKH�ORZ�SHUFHQWDJH�UHVSRQVH�UDWHV�RQ�WKHVH�LVVXHV��LQ�
WKDW�RYHU�����QRQ�UHVSRQVHV�DURVH���WKHVH�¾�QGLQJV�UK\PH�ZLWK�WKRVH�RI�WKH�&RPPRQZHDOWK�
2EVHUYHU�*URXS��&2*��IRU�WKH�)HEUXDU\������3UHVLGHQWLDO�HOHFWLRQV��ZKLFK�REVHUYHG�WKDW�WKH�
²OHJDO�IUDPHZRUN�SURYLGHV�WKH�EDVLF�FRQGLWLRQV�IRU�D�FRPSHWLWLYH�HOHFWLRQ��KRZHYHU��LQ�VRPH�
ZD\V�LW�VWLOO� UH¿�HFWV� WKH�SUH�PXOWL�SDUW\�HUD��)RU� LQVWDQFH��(OHFWRUDO�&RPPLVVLRQ�DQG�VHQLRU�
'LVWULFW� RI¾�FLDOV� DUH� GLUHFWO\� DSSRLQWHG� E\� WKH� 3UHVLGHQW�³� ,Q� YLHZ� RI� WKH� DERYH�� WKH�&2*�
FRQFOXGHG� WKDW� WKLV� KDV� UDLVHG� TXHVWLRQV� DERXW� WKHLU� DELOLW\� WR� EH� LQGHSHQGHQW�� ,Q� DGGLWLRQ��
WKH� UHDOLW\� LV� WKDW� WKH� UXOLQJ�SDUW\� LQ�8JDQGD� LV�E\� IDU� WKH� ODUJHVW� DQG�EHVW�UHVRXUFHG�SDUW\�
DQG�IROORZLQJ�PDQ\�\HDUV�LQ�SRZHU��HOHPHQWV�RI�VWDWH�VWUXFWXUHV��VXFK�DV�WKH�GRPLQDWLRQ�RI�
WKH�SDUOLDPHQW��WKH�H[FHVVLYH�SRZHUV�RI�WKH�H[HFXWLYH�LQ�DSSRLQWLQJ�FULWLFDO�RI¾�FLDOV�OLNH�WKH�
KHDG�RI�WKH�HOHFWRUDO�FRPPLVVLRQ�DQG�MXGJHV��DPRQJ�RWKHUV��DUH�V\QRQ\PRXV�ZLWK�WKH�UXOLQJ�
SDUW\��)XUWKHU��UHSRUWV�UHJDUGLQJ�WKH�²FRPPHUFLDOLVDWLRQ�RI�SROLWLFV³�E\�WKH�GLVWULEXWLRQ�RI�YDVW�
DPRXQWV� RI�PRQH\� DQG�JLIWV�ZHUH�PRVW� GLVWXUELQJ� �&RPPRQZHDOWK�2EVHUYHU�7HDP��������
DQG�WKLV�SUDFWLFH�FRQWLQXHV� WR�JURZ�LQ� WKH�PDQQHU�RI�150�PRELOL]DWLRQV�IRU�HYHQ�PRUH�RU�
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XQOLPLWHG�WHUPV�LQ�RI¾�FH�IRU�WKH�SUHVLGHQW�

5XOHV�RI�SROLWLFDO�VXFFHVVLRQ�DQG�OLQNDJHV�ZLWK�GHEDWHV�RQ�HOHFWRUDO�JRYHUQDQFH

&RPELQDWLRQV�RI�SRSXODU�JUDVVURRWV��SDUOLDPHQWDU\�DQG�SUHVLGHQWLDO�HOHFWLRQV�KDYH�IRUPHG�WKH�
UXOHV�RI�SROLWLFDO�VXFFHVVLRQ�LQ�8JDQGD�VLQFH�������+RZHYHU��WKH�UXOHV�RI�SROLWLFDO�VXFFHVVLRQ�
DUH�FRQWLQXRXVO\�EHFRPLQJ�FRQWHQWLRXV�PRVWO\�RYHU�LVVXHV�OLNH�WKH�HURVLRQ�RI�FRQVWLWXWLRQDOLVP��
HVSHFLDOO\�DIWHU�WKH�UHPRYDO�RI�SUHVLGHQWLDO�WHUP�OLPLWV��OLPLWHG�LQGHSHQGHQFH�RI�WKH�HOHFWRUDO�
FRPPLVVLRQ� �(&��� SDUWLVDQ� UHJXODWLRQV� RYHU� WKH� ¾�QDQFLQJ� RI� SROLWLFDO� SDUWLHV�� SDUWLFXODUO\�
LQ� WHUPV�RI� UHVWULFWLRQV�RQ�RSSRVLWLRQ�SDUWLHV�DFFHVVLQJ�GRQDWLRQV�DQG� WKHLU� OLPLWHG� IXQGLQJ�
IURP�JRYHUQPHQW�DERXQGV��,Q�DGGLWLRQ��WKHUH�LV�D�JURZLQJ�WHQGHQF\�WR�XVH�H[WUD�MXGLFLDO�IRUFH�
GXULQJ�WKH�FRQGXFW�RI�FDPSDLJQV�DQG�LQ�UHVSRQVH�WR�GLVVHQW��&RQVHTXHQWO\��LQ�D�UHFHQW�VWXG\��
8JDQGDQV�UHDVVHUWHG�WKHLU�UHFHGLQJ�IDLWK�LQ�8JDQGDµV�GHPRFUDWLF�WUDQVLWLRQV�E\�VLQJOLQJ�RXW�
WKH�QHJDWLYH�LPSOLFDWLRQV�RI�WKH�150µV�OLIWLQJ�RI�WKH�PDQGDWRU\�FRQVWLWXWLRQDO�WZR�WHUP�OLPLWV�
IRU�WKH�3UHVLGHQW��$KLNLUH��2SRORW�	0DGDQGD����������

7KH������3UHVLGHQWLDO�HOHFWLRQV

&RPPHQWLQJ�RQ�WKH������3UHVLGHQWLDO�HOHFWLRQV�0DNDUD�QRWHG�WKDW��¾�UVW�DQG�IRUHPRVW��WKRVH�
HOHFWLRQV�ZHUH�QRW�IUHH�DQG�IDLU��WKDW�LV�WR�VD\��WKHUH�KDG�QHYHU�EHHQ�D�́ OHYHO�JURXQGµ�LQ�8JDQGDµV�
SROLWLFDO�HOHFWLRQHHULQJ�KLVWRU\�DQG�QHYHU�XQGHU�WKH�150�JRYHUQPHQW��7KH�LQFXPEHQF\�LVVXH�
KDV�DOZD\V�SOD\HG�LQ�IDYRXU�RI�150�OHDGHUVµ�LQWHUHVW��LQFUHDVHG�KLJKKDQGHG�XVH�RI�VWDWH�¾�DW�
WKURXJK�FKDUJHG�IRUPDO�DQG�LQIRUPDO�PLOLWDU\�RUJDQV��PRQH\�IRU�YRWH�EX\LQJ�KDV�DOZD\V�EHHQ�
D�NH\�IDFWRU�LQ�150�HOHFWLRQV�ULJKW�IURP�WKH�H[HFXWLYH�GRZQ�WR�ORFDO�OHYHO�SROLWLFV��WKH�PDQ\�
\HDUV�RI�QR�SDUW\�SROLWLFV�DQG�DQ�HQWUHQFKHG�ORFDO�FRXQFLO�VWUXFWXUH�DW�JUDVVURRWV�ZRUNHG�IRU�
WKH�150�DW�WKH�H[SHQVH�RI�RWKHU�SROLWLFDO�SDUWLHV��'XULQJ�WKH�QR�SDUW\�HUD��WKH�LQGLYLGXDO�PHULW�
V\VWHP�XQGHUPLQHG�WKH�OHJLWLPDF\�RI�WUDGLWLRQDO�SROLWLFDO�SDUWLHV�DQG�ODLG�WKH�JURXQG�IRU�WKH�
SROLWLFV�RI�WKH�ULFK��ZKR�FRXOG�DIIRUG�WR�¾�QDQFH�H[SHQVLYH�FDPSDLJQV��0DNDUD��������S������

7KH������3UHVLGHQWLDO�HOHFWLRQV

*HQHUDO�<RZHUL�0XVHYHQL�ZDV�GHFODUHG�WKH�ZLQQHU�RI�WKH�¾�UVW�PXOWL�SDUW\�SUHVLGHQWLDO�HOHFWLRQV�
LQ�)HEUXDU\������XQGHU�WKH�150��,Q�IDFW��WKLV�ZDV�WKH�¾�UVW�PXOWL�SDUW\�SROO�LQ����\HDUV��+H�
WRRN�����RI�WKH�YRWH�YHUVXV�WKH�����VKDUH�RI�KLV�PDLQ�ULYDO��5WG��&RO��'U��.LL]D�%HVLJ\H��7KH�
&RPPRQZHDOWK�*URXS�REVHUYHG�WKHVH�HOHFWLRQV�DQG�FRQFOXGHG�WKDW�ZKLOH�WKH�UHVXOWV�UH¿�HFWHG�
WKH�ZLVKHV�RI�WKRVH�DEOH�WR�YRWH��WKHUH�ZHUH�VHULRXV�LUUHJXODULWLHV�DQG�VKRUWIDOOV��,Q�SDUWLFXODU��
WKH�&RPPRQZHDOWK�2EVHUYHU�*URXS� �&2*��QRWHG� WKH� ODFN�RI�D� OHYHO�SOD\LQJ�¾�HOG�DQG� WKH�
IDLOXUH� WR�HQVXUH�D�GLVWLQFWLRQ�EHWZHHQ� WKH� UXOLQJ�SDUW\�DQG� WKH� VWDWH��7KH�&2*�DOVR�QRWHG�
KDUDVVPHQW�RI�'U�%HVLJ\H�� ODFN�RI�EDODQFH� LQ�PHGLD�FRYHUDJH�DQG� WKH�XVH�RI�¾�QDQFLDO�DQG�
PDWHULDO�LQGXFHPHQWV��2Q�D�SRVLWLYH�QRWH��ZKHQ�FRPSDUHG�WR�WKH������HOHFWLRQV�������VDZ�D�
VOLJKW�LPSURYHPHQW�LQ�WKH�DUHD�RI�PHGLD�IUHHGRP��&RPPRQZHDOWK�2EVHUYHU�*URXS�������S��
�����

7KH������3UHVLGHQWLDO�HOHFWLRQV

&RPPHQWV�RQ�WKH�)HEUXDU\������3UHVLGHQWLDO�DQG�3DUOLDPHQWDU\�HOHFWLRQV�VKDUH�VLPLODU�FULWLFDO�
RSLQLRQ��7KH�&RPPRQZHDOWK�2EVHUYHU�7HDP�IRU�WKHVH�HOHFWLRQV�REVHUYHG�WKDW�WKH�(OHFWRUDO�
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&RPPLVVLRQ� �(&�� FRRUGLQDWHG� WKH� FDPSDLJQ� VFKHGXOHV� WR� PDNH� VXUH� SDUW\� UDOOLHV� GLG� QRW�
RYHUODS�DQG�WKHUHE\�KHOS�WR�HQVXUH�WKH�JHQHUDOO\�SHDFHIXO�FRQGXFW�RI�WKH�FDPSDLJQ��7KH�PDLQ�
FRQFHUQ�UHJDUGLQJ�WKH�FDPSDLJQ��DQG�LQGHHG�UHJDUGLQJ�WKH�RYHUDOO�FKDUDFWHU�RI�WKH�HOHFWLRQ��
ZDV�WKH�ODFN�RI�D�OHYHO�SOD\LQJ�¾�HOG��WKH�XVH�RI�PRQH\�DQG�DEXVH�RI�LQFXPEHQF\�LQ�WKH�SURFHVV��
7KH\�FDWHJRULFDOO\�PDGH�WKHVH�REVHUYDWLRQV���

7KH� PDJQLWXGH� RI� UHVRXUFHV� WKDW� ZDV� GHSOR\HG� E\� WKH� UXOLQJ� 1DWLRQDO� 5HVLVWDQFH�
0RYHPHQW� �150��� LWV� KXJH� OHYHO� RI� IXQGLQJ� DQG� RYHUZKHOPLQJ� DGYDQWDJH� RI�
LQFXPEHQF\��RQFH�DJDLQ��FKDOOHQJHG�WKH�QRWLRQ�RI�D�OHYHO�SOD\LQJ�¾�HOG�LQ�WKH�HQWLUH�
SURFHVV��ª�0HGLD�PRQLWRULQJ� UHSRUWV� DOVR� LQGLFDWHG� WKDW� WKH� UXOLQJ� SDUW\� HQMR\HG�
D� ODUJH� DGYDQWDJH� LQ� FRYHUDJH� E\� VWDWH�RZQHG� UDGLR� DQG� 79�� 7KH� UXOLQJ� SDUW\� LQ�
8JDQGD� LV�E\�IDU� WKH� ODUJHVW�DQG�EHVW�UHVRXUFHG�SDUW\�DQG�IROORZLQJ�PDQ\�\HDUV� LQ�
SRZHU��HOHPHQWV�RI�WKH�VWDWH�VWUXFWXUH�DUH�V\QRQ\PRXV�ZLWK�WKH�SDUW\��)XUWKHU��UHSRUWV�
UHJDUGLQJ�WKH�²FRPPHUFLDOLVDWLRQ�RI�SROLWLFV³�E\�WKH�GLVWULEXWLRQ�RI�YDVW�DPRXQWV�RI�
PRQH\�DQG�JLIWV�ZHUH�PRVW�GLVWXUELQJ��&RPPRQZHDOWK�2EVHUYHU�*URXS��3UHVLGHQWLDO�
DQG�3DUOLDPHQWDU\�(OHFWLRQV�����)HEUXDU\�������������

7KH�SDUWLVDQ�(OHFWRUDO�&RPPLVVLRQ

0RVW� 8JDQGDQV� GR� QRW� WKLQN� WKH� (OHFWRUDO� &RPPLVVLRQ� LV� LQGHSHQGHQW�� 7KHVH� FRQFHUQV�
FRUURERUDWH� UHFHQW� HPSLULFDO� GDWD� IURP� WKH� (&$� ([SHUW� 2SLQLRQ� 6XUYH\� �(26�� RI� HOLWH�
8JDQGDQV� LQ�JRYHUQPHQW��FLYLO� VRFLHW\�DQG� WKH�SULYDWH�VHFWRU�FRQGXFWHG� LQ�������7KH�(26�
GDWD�LQ�7DEOH���EHORZ�UHYHDO�WKDW�PRVW�8JDQGDQV�������GR�QRW�WKLQN�WKH�(&�LV�LQGHSHQGHQW�DQG�
ZDV�PHUHO\�´IDLUO\µ�FDSDEOH�RI�FRQGXFWLQJ�FUHGLEOH�HOHFWLRQV�LQ�WKH�SDVW�

7DEOH�����&LWL]HQV�RQ�WKH�,QGHSHQGHQFH�RI�(OHFWRUDO�&RPPLVVLRQ��(&�

�&LWL]HQ�YLHZV�RQ�WKH�,QGHSHQGHQFH�RI�WKH�(&�LQ�8JDQGD� )UHTXHQF\ 3HU�FHQW

� 7KH�HOHFWRUDO�FRPPLVVLRQ�LV�QRW�LQGHSHQGHQW�EXW�UDUHO\�FRPSHWHQW�WR�
FRQGXFW�FUHGLEOH�HOHFWLRQV

�� ����

� 7KH�HOHFWRUDO�FRPPLVVLRQ�LV�QHLWKHU�LQGHSHQGHQW�QRU�FRPSHWHQW�WR�
FRQGXFW��FUHGLEOH�HOHFWLRQV

�� ���

� 7KH�HOHFWRUDO�FRPPLVVLRQ�LV�QRW�LQGHSHQGHQW�EXW�IDLUO\�FRPSHWHQW�WR�
FRQGXFW�FUHGLEOH�HOHFWLRQV

�� ����

� 7KH�HOHFWRUDO�FRPPLVVLRQ�LV�LQGHSHQGHQW�DQG�IDLUO\�FRPSHWHQW�WR�
FRQGXFW�FUHGLEOH�HOHFWLRQV

�� ����

� 7KH�HOHFWRUDO�FRPPLVVLRQ�LV�LQGHSHQGHQW�DQG�IXOO\�FRPSHWHQW�WR�
FRQGXFW��FUHGLEOH�HOHFWLRQV

�� ����

7RWDO ��� �����
6RXUFH��(&$�(26������

,Q�DGGLWLRQ��WKH�VDPH�VXUYH\�DVNHG�UHVSRQGHQWV�DERXW�WKHLU�WKLQNLQJ�RQ�QDWLRQDO�HOHFWLRQV�
LQ�8JDQGD��)LQGLQJV�UHYHDOHG�WKDW�PRVW�RI�WKH�SROLWLFDO�HOLWH�WKLQN�QDWLRQDO�HOHFWLRQV�DUH�UDUHO\�
IUHH�DQG�IDLU��������VRPHWLPHV�IUHH�DQG�IDLU�������RU�QRW�IUHH�DQG�IDLU�DW�DOO�����������
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7DEOH����&LWL]HQV�RQ�ZKHWKHU�(OHFWLRQV�LQ�8JDQGD�DUH�IUHH�DQG�IDLU

�$UH�HOHFWLRQV�LQ�8JDQGD�IUHH�DQG�IDLU"� )UHTXHQF\ 3HU�FHQW

� 1RW�DW�DOO �� ����

� 5DUHO\ �� ����

� 6RPHWLPHV �� ����

� 0RVWO\ �� ����

� $OZD\V � ���

7RWDO ��� �����

6RXUFH��(&$�(26������

&RPPHQWV�RQ�ZKDW�XQGHUPLQHV�WKH�'HPRFUDWLF�FRQWHQW�RI�(OHFWRUDO�2XWFRPHV"

7KH�&RPPRQZHDOWK�2EVHUYHU�*URXS�UHSRUW�IRU� WKH�)HEUXDU\������HOHFWLRQV�SURYLGHV�VRPH�
NH\� UHDVRQV�EHKLQG� WKH�GHFOLQLQJ� UHVSHFW� IRU� WKH�RXWFRPHV�RI�QDWLRQDO�HOHFWLRQV� LQ�8JDQGD�
DV�UXOHV�IRU�SROLWLFDO�VXFFHVVLRQ��1RWDEOH�LV�WKH�ODFN�RI�FOHDU�UHJXODWLRQ�LQ�WKH�DUHDV�RI�VWDWH�
UHVRXUFHV�DQG�FDPSDLJQ�¾�QDQFLQJ�DQG�H[SHQGLWXUH�� UHVXOWLQJ� LQ�D� ODFN�RI� WUDQVSDUHQF\�DQG�
DFFRXQWDELOLW\��,W�ZDV�REVHUYHG�GXULQJ�WKHVH�HOHFWLRQV�WKDW�LQ�DGGLWLRQ�WR�WKH�LVVXH�RU�PLVXVH�RI�
VWDWH�UHVRXUFHV�WKHUH�LV�D�²FRPPHUFLDOLVDWLRQ�RI�SROLWLFV³�LQ�8JDQGD��ZLWK�QXPHURXV�UHSRUWV�RI�
FDQGLGDWHV�JLYLQJ�YDVW�DPRXQWV�RI�¾�QDQFLDO�LQGXFHPHQWV�DQG�RU�JLIWV�WR�YRWHUV��

$PRQJ�RWKHUV��WKH�RQ�JRLQJ�FUHDWLRQ�RI�QHZ�GLVWULFWV�LV�VLJQL¾�FDQW�EHFDXVH�LW�FUHDWHV�MREV��
SURYLGHV�IXQGLQJ�IRU�WKH�DUHD�JLYHQ�WKDW�VWDWXV�DQG�WKHUHE\�FDQ�DFW�DV�D�IRUP�RI�SDWURQDJH�RQ�
EHKDOI�RI�WKH�LQFXPEHQW��7KH�&2*�QRWHG�WKDW�²FULWLFV�SRLQWHG�RXW�WKDW�WR�WKH�IDFW�WKDW�D�86KV����
PLOOLRQ�SD\PHQW�ZDV�PDGH�WR�HDFK�03�DW�WKH�WLPH�SDUOLDPHQW�ZDV�GHEDWLQJ�D�6KV�����ELOOLRQ�
VXSSOHPHQWDU\�EXGJHW��7KH�OHJDO�IUDPHZRUN�SURYLGHV�WKH�EDVLF�FRQGLWLRQV�IRU�D�FRPSHWLWLYH�
HOHFWLRQ�� +RZHYHU�� LQ� VRPH�ZD\V� LW� VWLOO� UH¿�HFWV� WKH� SUH�PXOWL�SDUW\� HUD�� )RU� LQVWDQFH�� WKH�
(OHFWRUDO�&RPPLVVLRQ�DQG�VHQLRU�'LVWULFW�RI¾�FLDOV�DUH�GLUHFWO\�DSSRLQWHG�E\�WKH�3UHVLGHQW��7KLV�
KDV�UDLVHG�TXHVWLRQV�DERXW�WKHLU�DELOLW\�WR�EH�LQGHSHQGHQW��2YHUDOO��WKHUH�LV�VHULRXV�FRQFHUQ�DW�
WKH�(&µV�SRRU�SUHSDUDWLRQ�IRU�DQG�PDQDJHPHQW�RI�WKH�SROOV��ZLWK�D�SRRU�OHYHO�RI�RUJDQL]DWLRQ�
LQ�WKH�GHOLYHU\�RI�PDWHULDOV�DQG�PDQ\�SROOLQJ�VWDWLRQ�RI¾�FLDOV�VHHPLQJO\�LOO�SUHSDUHG�IRU�WKHLU�
GXWLHV��&RPPRQZHDOWK�2EVHUYHU�7HDP�8JDQGD�3UHVLGHQWLDO�DQG�3DUOLDPHQWDU\�(OHFWLRQV�����
)HEUXDU\�������

7KH�&KDUDFWHU��6WUXFWXUH�DQG�,QWHUIDFLQJ�EHWZHHQ�6WDWH��6RFLHW\��(FRQRP\�DQG�
3ROLWLFV��

2QFH�FRXOG�FRQ¾�GHQWO\�DUJXHV� WKDW� ULJKW� IURP� WKH�GD\V�RI� OLEHUDWLRQ� VWUXJJOH�� WKH�1DWLRQDO�
5HVLVWDQFH� 0RYHPHQW� IRUPHUO\� WKH� 15$� FDQ� EH� FUHGLWHG� IRU� SURYLGLQJ� RSSRUWXQLW\� IRU�
GLYHUVLWLHV�LQ�UHOLJLRQ��HWKQLFLW\��HFRQRPLF�FODVVHV�DQG�HYHQ�UDFH��DV�VHHQ�E\�WKH�SURDFWLYH�HIIRUWV�
WR�DWWUDFW�,QGLDQ�DQG�RWKHU�$VLDQV�WKDW�,GGL�$PLQ�KDG�H[LOHG�DQG�WKHLU�SURSHUWLHV�QDWLRQDOL]HG�WR�
UHWXUQ�WR�8JDQGD�DIWHU�������6XEVHTXHQWO\��LQ�PRVW�FDVHV�SURSHUWLHV�RI�WKHVH�H[LOHG�,QGLDQV�DQG�
$VLDQV�ZHUH�UHWXUQHG�WR�WKHP��DV�ORQJ�DV�WKHUH�ZDV�HYLGHQFH�RU�WLWOH�WR�VXFK�FODLPV��
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8JDQGDQV�KDYH�GLYHUJHQW�YLHZV�DV�WR�ZK\�WKH�150�WRRN�VXFK�DV�VWDQFH�LQ�WKH�¾�UVW�SODFH��
)RU�H[DPSOH��IRU�PRVW�H[SHUWV�LQWHUYLHZHG��WKH�LQFOXVLYHQHVV�ZDV�GRQH�PDLQO\�EHFDXVH�LW�ZDV�
WKH�PRVW�UDWLRQDO�EDVLV�IRU�FUHDWLQJ�OHJLWLPDF\�DJDLQVW�FRQWHQGLQJ�UHJLRQDO��HWKQLF�DQG�SROLWLFDO�
IRUFHV�WKUHDWHQLQJ�WKH�150V�JUDVS�RI�SROLWLFDO��HFRQRPLF�VRFLR�FXOWXUDO�DQG�PLOLWDU\�SRZHU�
LQ�WKH�FRXQWU\��,Q�UHYLVLQJ�WKH������&RQVWLWXWLRQ�RI�8JDQGD��WKH�DPHQGHG������&RQVWLWXWLRQ�
RI� 8JDQGD� GHPRQVWUDWHG� WKDW� WR� VXEVWDQWLDO� GHJUHH� WKH� 1DWLRQDO� 5HVLVWDQFH� 0RYHPHQW�
JRYHUQPHQW�LQVWLWXWLRQDOL]HG�WKHVH�LGHQWLWLHV�DQG�XVHV�WKHP�IRU�VXSHULPSRVLQJ�HWKQLF��UHOLJLRXV�
DQG�UHJLRQDO�EDODQFLQJ��KRPRJHQL]DWLRQ�RU�WKH�´GLYLGH�DQG�UXOH�SROLWLFVµ�LQ�WKH�DOORFDWLRQ�RI�
UHVRXUFHV�DQG�SRVLWLRQV�RI�SRZHU�ZKHQHYHU�LW�ZDV�LQ�WKHLU�LQWHUHVW��WR�WRGD\��)LJXUH���VKRZV�WKH�
RSLQLRQV�RI�FLWL]HQV�IURP�WKH�(&$�VXUYH\�RQ�WKLV�TXHVWLRQ�

6RXUFH��(&$�(26�����

)LJXUH����&LWL]HQµV�YLHZV�RQ�WKH�3URWHFWLRQ�DQG�3URPRWLRQ�RI�'LYHUVLWLHV�LQ�8JDQGD

7KH�¾�QGLQJV�UHYHDO�WKDW�PRVW�RI�WKH�UHVSRQGHQWV�¾�QG�WKDW�WKH�LQFOXVLRQ�RI�GLYHUVLWLHV�DQG�
PLQRULW\�ULJKWV�LQWR�WKH�DPHQGHG�LQ�8JDQGD�&RQVWLWXWLRQ�RI������ZDV�QRW�GRQH�LQ�JRRG�VWDQGLQJ�
EXW�IRU�VWUHQJWKHQLQJ�150V�SROLWLFDO�PXVFOH��7KHVH�GLYHUVLWLHV�DUH�WKHUHIRUH�QRW�UHVSHFWHG�LQ�
RU�IRU�WKHPVHOYHV�RU�REMHFWLYHO\��IRU�WKDW�PDWWHU�EXW�IRU�VXEMHFWLYH�VRFLDO�HQJLQHHULQJ�WHUPV�WKDW�
VHUYH�WKH�LQFXPEHQW�GXULQJ�HOHFWLRQV��IRU�H[DPSOH��$PRQJ�RWKHUV��0DNDUD��������REVHUYHG�
WKDW�ZKLOH�WKH�150�KDV�DOORZHG�D�IUHH�SUHVV��WKH�UHYLYDO�RI�FXOWXUDO�LQVWLWXWLRQV��KHOSHG�VRFLDOO\�
GLVDGYDQWDJHG�JURXSV�DV�ZHOO�DV�WKH�OHVV�SULYLOHJHG�WR�RUJDQL]H�IUHHO\��LW�GLVDOORZHG�WKH�IUHHGRP�
WR�RUJDQL]H�RQ�WKH�EDVLV�RI�SROLWLFDO�SDUWLHV�XQWLO��������,QFUHDVLQJO\��UHVRXUFHV��OXFUDWLYH�GHDOV��
KLJK�SD\LQJ�MREV�DQG�SRVLWLRQV�LQ�WKH�DUPHG�IRUFHV�DUH�EHLQJ�GRPLQDWHG�E\�SHRSOH�ZKR�KDLO�
IURP�0U��0XVHYHQL�DQG�RWKHU�150�OHDGHUVKLSµV�HWKQLF�JURXS��RIWHQ�GH¾�QHG�DV�WKH�%DKLPD��
EXW�DOVR�EURDGO\�FRQFHLYHG�DV�´ZHVWHUQHUVµ��EHFDXVH�WKH\�KDLO�IURP�ZHVWHUQ�8JDQGD��+RZHYHU��
VRPH�VHFWLRQV�RI�WKH�8JDQGDQ�HOLWH�KDYH�VRXJKW�WR�GLVFRXQW�WKLV�SHUFHSWLRQ��$�FDVH�LQ�SRLQW�LV�
3URI��(OLMDK�0XVKHPH]D��DQ�150�FDGUH�LQ�WKH�150�6HFUHWDULDW�WRRN�VXFK�D�SRVLWLRQ�ZKLOH�
GHEDWLQJ�WKH�GUDIW�(&$�(26�UHSRUW�DW�&HQWUH�IRU�%DVLF�5HVHDUFK�SUHPLVHV�LQ�.ROROR��LQ������
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6RXUFH��(&$�(26�����

)LJXUH����(WKQLF�&RPSRVLWLRQ�RI�*RYHUQPHQW�/HDGHUVKLS

,Q�)LJXUH���DERYH��RSLQLRQ�IURP�WKH�(26�VXUYH\�ZDV�VSOLW�RQ�ZKHWKHU�WKH�FRPSRVLWLRQ�
RI�JRYHUQPHQW�DQG�OHDGHUVKLS�UHSUHVHQWV�DOO�VHJPHQWV�RI�WKH�8JDQGDQ�SRSXODWLRQ��+RZHYHU��
LQ�)LJXUH����WKH�PDMRULW\�RI�WKH�UHVSRQGHQWV�ZHUH�FOHDU�RQ�WKH�YLHZ�WKDW��LQ�8JDQGD��DFFHVV�WR�
SXEOLF�JRRGV�LV�ODUJHO\�GHWHUPLQHG�E\�QRQ�RI¾�FLDO�LGHQWLWLHV�QRWDEO\�HWKQLFLW\�RWKHU�WKDQ�PHULW��
7KLV�PDLQO\� FRQFHUQV� NH\� SXEOLF� SRVLWLRQV� LQ� DXWKRULWLHV�� FRPPLVVLRQV� DQG� WKH� IRUFHV� DQG�
VHQLRU�SXEOLF�RI¾�FHV��

6RXUFH��(&$�(26�����

)LJXUH����3HUFHSWLRQV�RQ�GHWHUPLQDQWV�RI�DFFHVV�WR�SXEOLF�JRRGV�

3DUW� RI� WKLV�PL[HG� RSLQLRQ� DULVHV� EHFDXVH� WKH�150� SHUIRUPV� GLIIHUHQWO\� LQ�PDQDJLQJ� WKH�
WDSHVWU\�RI�GLYHUVLWLHV�LQ�WKH�FRXQWU\�ZKLFK�ZH�DVVHVV�E\�VSHFL¾�F�HOHPHQWV�EHORZ��

5HOLJLRQ

7KHUH� LV� VXEVWDQWLDO� UHOLJLRXV� WROHUDQFH� LQ�8JDQGD�ZKHUH� VHYHUDO� UHOLJLRQV� WKULYH� LQFOXGLQJ�
,VODP��&DWKROLFLVP��3URWHVWDQW��3HQWHFRVWDO��2UWKRGR[��6HYHQWK�'D\�$GYHQWLVW��$QLPLVW�DQG�
$WKHLVW��+RZHYHU��ODWHO\��WKH�LQFOLQDWLRQ�RI�WKH�WRS�OHDGHUVKLS�RI�WKH�150�JRYHUQPHQW�VHHPV�
WR� EH�PRVW� DOLJQHG�ZLWK� WKH� 3HQWHFRVWDO� RU� %RUQ�$JDLQ� FKXUFKHV�� DQG� LQ� UHFHQW� WLPHV� WKH�
RFFDVLRQ�RI�HDFK�1HZ�<HDUµV�(YH�LV�FHOHEUDWHG�ZLWK�DWWHQGDQFH�RI�WKH�)LUVW�)DPLO\�DQG�RWKHU�
SROLWLFDO�QRWDEOHV�RI�WKH�PDVV�SUD\HUV�FRQGXFWHG�E\�DOO�WKH�ZHOO�NQRZQ�3HQWHFRVW�3DVWRUV�LQ�
WKH�FRXQWU\��ZKLFK�LV�PRVW�RIWHQ�FRQGXFWHG�LQ�WKH�ELJJHVW�DPSKLWKHDWUH��WKH�1HOVRQ�0DQGHOD�
1DWLRQDO�6WDGLXP��

:KHQ�WKH�150�JRYHUQPHQW�FDPH�WR�SRZHU�LQ�������ERWK�WKH�&DWKROLF�&KXUFK�DQG�WKH�
$QJOLFDQ� &KXUFK� RI� 8JDQGD� ZHUH� UHJDUGHG� ZLWK� VRPH� VXVSLFLRQ� E\� 150� OHDGHUV� ZKRVH�
VHFXODU� LGHRORJ\� YLHZHG� WKHVH� UHOLJLRXV� LQVWLWXWLRQV� DV� GLYLVLYH� DQG� DV� SRWHQWLDO� RSSRQHQWV�
�)U��5RGULJXHV�� XQGDWHG���$V� WKH� UHEHOOLRQ� VWDUWHG� LQ�$FKROL� ODQG� LQ�$XJXVW������� UHOLJLRXV�
OHDGHUV�RI�WKH�&DWKROLF�DQG�$QJOLFDQ�FKXUFKHV�ZHUH�EUDQGHG�DV�´UHEHO�FROODERUDWRUVµ�DQG�ZHUH�
VXEMHFWHG�WR�KDUDVVPHQW�DQG�WKUHDWV��7KLV�RFFXUUHG�ZLWKLQ�WKH�FRQWH[W�RI�D�UHVLGXDO�KLVWRULFDO�
ULYDOU\� DQG�PLVWUXVW� EHWZHHQ� WKH� WZR� UHOLJLRXV� ERGLHV��ZKLFK�PDGH� LW� GLI¾�FXOW� IRU� WKHP� WR�
XQGHUWDNH� FRPPRQ� LQLWLDWLYHV�� )XUWKHUPRUH�� WKH� FKXUFKHV� LQ� WKH� QRUWK� KDG� OLWWOH� FRQFUHWH�
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VXSSRUW�RU�V\PSDWK\�IURP�WKHLU�FRXQWHUSDUWV�HOVHZKHUH�LQ�WKH�FRXQWU\��PRVW�RI�ZKRP�WHQGHG�
WR�VXSSRUW�WKH�JRYHUQPHQW�DQG�WDFLWO\�YLHZHG�WKH�ZDU�DV�UHPRWH�DQG�QRW�RI�FRQFHUQ��)U��&DUORV�
5RGULJXHV�� XQGDWHG���+RZHYHU�� WKH�3UHVLGHQW� FDWHJRULFDOO\� SURKLELWV� UHOLJLRXV� OHDGHUV� IURP�
LQWHUIHULQJ�ZLWK�SROLWLFV��+RZHYHU�� WKLV�VKRXOG�QRW�EH�HVVHQWLDOL]HG�EXW�UDWKHU�WDNHQ�LQ�YLHZ�
RI�ZKDW�RSLQLRQV�DUH�DLUHG�RXW�E\�WKH�UHOLJLRXV�OHDGHUV�RQ�D�FDVH�E\�FDVH�EDVLV��WKDW�LV�WR�VD\�
PDWWHUV�JHW�FULWLFDO�RU�DEUDVLYH�RQO\�ZKHQ�WKH\�VD\�ZKDW�GLVSOHDVHV�WKH�SUHVLGHQW���

3HUKDSV�WKH�PRVW�UHPDUNDEOH�PRPHQW�IRU�VWDWH�UHODWLRQV�ZLWK�UHOLJLRXV�OHDGHUV�ZDV�GXULQJ�
WKH�HDUO\�\HDUV�RI� WKH�ZDU� LQ�$FKROL� ODQG��7KH�UROH�RI� UHOLJLRXV� OHDGHUV� LQ� WKH�UHJLRQ�IRFXVHG�
SULPDULO\�RQ�SURYLGLQJ�PRUDO�DQG�SUDFWLFDO�VXSSRUW�WR�WKHLU�SDULVKLRQHUV��DQG�&KXUFK�LQVWLWXWLRQV�
EHFDPH�FHQWUHV�RI�VXSSRUW�IRU�WKRXVDQGV�VHHNLQJ�VKHOWHU�IURP�WKH�YLROHQFH��2YHU�WLPH��JUHDWHU�
FRQVHQVXV�HPHUJHG�DPRQJVW�FKXUFK�OHDGHUV�LQ�WKH�1RUWK�RQ�WKH�QHHG�WR�EH�SURDFWLYH�LQ�´EHDULQJ�
ZLWQHVVµ�DERXW�WKH�FRQ¿�LFW�DQG�WR�HQJDJH�GLUHFWO\�LQ�SHDFH�EXLOGLQJ��7KLV�WUDQVIRUPDWLRQ�UHVXOWHG�
LQ�D�QXPEHU�RI�LQLWLDWLYHV�WKDW�SODFHG�UHOLJLRXV�OHDGHUV�DW�WKH�KHDUW�RI�HIIRUWV�WR�VXSSRUW�D�SROLWLFDO�
UHVROXWLRQ�RI�WKH�FRQ¿�LFW�DQG�WR�DGGUHVV�WKH�FRQVHTXHQFHV�RI�WKH�ZDU��7KH�PRVW�SURPLQHQW�ERGLHV�
WKDW�FRQGXFWHG�WKHVH�LQLWLDWLYHV�ZHUH�WKH�$FKROL�5HOLJLRXV�/HDGHUV�3HDFH�,QLWLDWLYH��$5/3,��DQG�
WKH�&DWKROLF�-XVWLFH�DQG�3HDFH�&RPPLVVLRQ��-3&���)U��5RGULJXHV��LELG����

*HQGHU�DQG�ZRPHQ�LQ�SROLWLFV

&RPPHQWLQJ�RQ�JHQGHU�GLPHQVLRQV�RI�ZRPHQµV�SROLWLFDO�SDUWLFLSDWLRQ�LQ�8JDQGDµV�SROLWLFV��
$KLNLUH��������VWDWHV�WKDW�ULJKW�IURP�WKH�FRORQLDO�SHULRG�RQZDUGV��SXEOLF�SROLWLFV�DV�D�GLVWLQFW�
VWDWH�FHQWUHG�DFWLYLW\�ZDV�FRQVWUXFWHG�DV�D�PDOH�GRPDLQ��ZLWK�ZRPHQ�FRQYHUVHO\�FRQVWUXFWHG�
DV�´WKH�RWKHUµ�°�RFFXSLHUV�RI�WKH�SULYDWH�VSDFH��+RZHYHU��OLNH�RWKHUV��$KLNLUH�UHFRJQL]HV�WKH�
150�IRU�EULQJLQJ�ZRPHQ�LQWR�WKLV�SXEOLF�SROLWLFV�WKXV�

7KDW�WKH�VLJQL¾�FDQW�SXEOLF�SUHVHQFH�RI�ZRPHQ�LV�UHODWHG�GLUHFWO\�WR�DI¾�UPDWLYH�DFWLRQ�
SROLFLHV�LQVWLWXWHG�E\�WKH�1DWLRQDO�5HVLVWDQFH�0RYHPHQW��150���D�IRUPHU�JXHUULOOD�
PRYHPHQW� WKDW� VHL]HG� VWDWH� SRZHU� LQ� ������ LV� ZHOO� GRFXPHQWHGª� 3ULRU� WR� ������
ZRPHQµV�SDUWLFLSDWLRQ�LQ�SXEOLF�SROLWLFV�ZDV�GLVPDO��DV�PDQLIHVWHG�LQ������ZKHQ�WKHUH�
ZDV�RQH�ZRPDQ�LQ�D�OHJLVODWXUH�RI�����PHPEHUV�ª��S�����

7KH�¾�QGLQJV�RI�WKH�(26�UHYHDO�WKDW�ZRPHQ�RQO\�VRPHWLPHV�HQJDJH�LQ�WKH�HOHFWRUDO�SURFHVVHV�
LQ�8JDQGD��7KLV�GHPRQVWUDWHV�WKDW�ZRPHQµV�SDUWLFLSDWLRQ�LQ�SROLWLFDO�PDWWHUV�LV�OLPLWHG�RQO\�WR�
D�IHZ�RI�WKHP��DV�$KLNLUH�DUJXHV�EHORZ�����

6RXUFHV��(&$�(26�����

)LJXUH����3HUFHSWLRQ�RI�ZRPHQµV�UROH�LQ�WKH�HOHFWRUDO�SURFHVV�LQ�8JDQGD
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:KLOH�FRPPHQGLQJ�WKH�150µV�HPDQFLSDWLRQ�RI�ZRPHQ�LQ�8JDQGD��$KLNLUH�SRLQWV�RXW�WKDW��RQ�
FORVHU�VFUXWLQ\��WKLV�DSSOLHV�WR�D�IHZ�ZRPHQ�DQG�WKH�JHQGHUHG�WHUUDLQ�RI�8JDQGDµV�VWDWH�VRFLHW\�
UHODWLRQV�UHPDLQV�ODUJHO\�PDVFXOLQH�DQG�EXVLQHVV�DV�XVXDO��6KH�QRWHV�

2Q� WKH�ZKROH�� WKH� SROLWLFDO� JDLQV� RI�ZRPHQ�ZHUH� VHHQ� WR� EHQH¾�W� RQO\� D� IHZ� HOLWH�
XUEDQ�RU�SULYLOHJHG�ZRPHQ��ZLWKRXW�QHFHVVDULO\�WUDQVIRUPLQJ�WKH�QDWXUH�RI�ZRPHQµV�
HQJDJHPHQW�ZLWK�WKH�VWDWH��7KH�JHQHUDO�DUJXPHQW�LV�WKDW�VRPH�ZRPHQ�PHUHO\�MRLQHG�
SXEOLF�SROLWLFV�XQGHU�WKH�WXWHODJH�RI�KLJK�FRPPDQG�SDWURQDJH��WKHUHE\�FUHDWLQJ�WKHP�
DV�PHUH�FOLHQWV�RI�WKH�150��EHKROGHQ�WR�WKH�UHJLPH��DV�LW�ZHUH�ª��S�������

2Q�WKH�ZKROH��WKHUHIRUH��ZRPHQ��OLNH�RWKHU�LGHQWLWLHV��KDYH�RQO\�ZRUNHG�LQWR�WKH�DUHQD�
RI�SXEOLF�SROLWLFV�XQGHU�WKH�150�WR�SURYLGH�D�KLVWRULFDO�PLVVLRQ���WR�VWUHQJWKHQ�WKH�150µV�
JULS�RQ�SRZHU�DQG�QRW�WR�H[SDQG�WKH�IURQWLHUV�RI�JHQGHU�HTXLWDEOH�GHPRFUDWLF�JRYHUQDQFH�LQ�
WKH�FRXQWU\��$PRQJ�RWKHUV��LQ�SROLWLFV��7DPDOH��ZKLOH�DSSUHFLDWLQJ�WKH�DI¾�UPDWLYH�DFWLRQV�E\�
150�WR�PDNH�SROLWLFV�PRUH�JHQGHU�HTXLWDEOH�KDV�H[DPLQHG�KRZ�ZRPHQ�KDYH�DGDSWHG�WKHLU�
OHJLVODWLYH�VWUDWHJLHV�IRU�HPSRZHUPHQW�LQ�WKH�OLJKW�RI�8JDQGDµV�SDWULDUFKDO�KLVWRU\�DQG�VRFLDO�
VWUXFWXUH��$ERYH�DOO��VKH�XQGHUVFRUHG�WKH�FKDOOHQJHV�RI�ZRPHQµV�SDUOLDPHQWDU\�SDUWLFLSDWLRQ�
DV�D�UHVXOW�RI�DI¾�UPDWLYH�DFWLRQ�KDQGHG�GRZQ�E\�WKH�SUHVLGHQW��UDWKHU�WKDQ�SXVKHG�XS�IURP�D�
JUDVVURRWV�PRYHPHQW���������2QH�FRXOG�DOVR�ORRN�DW�VLPLODU�FRQFHSWLRQV�LQ�7ULSSµV�:RPHQ�DQG�
3ROLWLFV�LQ�8JDQGD���7KH�IDFWRUV�GLVDGYDQWDJLQJ�ZRPHQµV�HIIHFWLYH�HQJDJHPHQW�ZLWK�SROLWLFV�
DUH� DOVR� ODUJHO\� FXOWXUDO� LQ� WHUPV�RI� HPEHGGHG�SDWULDUFK\� DQG� LWV� ORJLF� RI� GLVHQIUDQFKLVLQJ�
ZRPHQµV�ULJKWV�WR�ODQG��ZHDOWK�DQG�VRFLDO�RSSRUWXQLWLHV��2SRORW���������,Q�DGGLWLRQ��D�UHFHQW�
VXUYH\�RI�\RXWK�FRQFHUQV�DQG�\RXWK�DW�ULVN�DOVR�UHYHDOHG�WKDW��FRXQWU\ZLGH��IHPDOH�\RXWK�DUH�
JHQHUDOO\�QHJDWLYHO\�DIIHFWHG�E\�WKH�OHVV�GHVLUH�IRU�JLUO�FKLOG�HGXFDWLRQ�LQ�8JDQGD��7KHUH�DUH�
PRUH�ER\V�LQ�VFKRROV�DQG�WKH�ER\V�DUH�DOVR�WKH�PRVW�DFWLYH�LQ�FLYLF�DQG�SROLWLFDO�HQJDJHPHQW��
:RPHQµV�OLIH�FKDQFHV�FDQ�RQO\�LQFUHDVH�E\�LQYHVWLQJ�LQ�WKHLU�HTXLWDEOH�DFFHVV�WR�VRFLDO�VHUYLFHV��
HPSOR\PHQW�DQG�SROLWLFV��<RXWK�0DS�6XUYH\���������

7KH�1DWLRQDO�/DQJXDJH�4XHVWLRQ

7KH������1DWLRQDO�&XOWXUDO�3ROLF\�GH¾�QHV�ODQJXDJH�DV�D�PHDQV�RI�H[SUHVVLQJ�WKH�FUHDWLYH�DUWV�
RI�RUDWXUH�DQG�OLWHUDWXUH��7KH����LQGLJHQRXV�FRPPXQLWLHV��7KH�&RQVWLWXWLRQ�RI�8JDQGD������
°�6FKHGXOH����UHSUHVHQWLQJ�8JDQGDµV�GLYHUVH�FXOWXUDO�KHULWDJH�DOVR�SURYLGHV�D�ULFK�YDULHW\�RI�
LQGLJHQRXV�ODQJXDJHV�DQG�GLDOHFWV��(QJOLVK�LV�WKH�RI¾�FLDO�ODQJXDJH�RI�8JDQGD�DQG�.LVZDKLOL�
LV�WKH�VHFRQG�RI¾�FLDO�ODQJXDJH��DOEHLW�WKH�IDLOXUH�WR�JDUQHU�QDWLRQDO�FRQVHQVXV�RQ�WKLV�ZLWK�WKH�
%XJDQGD�.LQJGRP�SURYLGLQJ�WKH�VWLIIHVW�UHVLVWDQFH�WR�6ZDKLOL��,Q�RWKHU�ZRUGV��WKH�GHYHORSPHQW�
RI�ODQJXDJHV�LQ�8JDQGD�KDV�QRW�EHHQ�XQLIRUP�DQG�WHQGHG�WR�SULYLOHJH�VRPH�ODQJXDJHV��VXFK�DV�
/XJDQGD�ZKLFK�LV�VSRNHQ�LQ�%XJDQGD��RYHU�RWKHUV�DQG�VRPHWLPHV�FRQWUDGLFWHG�QDWLRQDO�XQLW\��
,Q� DGGLWLRQ�� WKH�PXOWLSOLFLW\� RI� ODQJXDJHV� GRHV� QRW� DOZD\V� IDFLOLWDWH� GLUHFW� FRPPXQLFDWLRQ�
DPRQJVW� FRPPXQLWLHV� �1DWLRQDO� &XOWXUDO� 3ROLF\�� ������� 7KHUH� H[LVW� LQ� WKH� FRXQWU\� QRQ�
LQGLJHQRXV� FRPPXQLWLHV�� 6RPH� DUH� D� SURGXFW� RI� LQWHUPDUULDJHV� EHWZHHQ� VRPH� LQGLJHQRXV�
SHRSOH�ZLWK�IRUHLJQHUV�ZKR�OLYH�LQ�8JDQGD��,Q�IDFW��IRU�PRVW�8JDQGDQV�WKH�QRQ�YLDELOLW\�RI�
8JDQGD�DV�D�QDWLRQ�VWHPV��DERYH�DOO��IURP�WKLV�ODFN�RI�D�XQLI\LQJ�´QDWLRQDOµ�ODQJXDJH��$KLNLUH�
HW�DO���������
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,PSOLFDWLRQV� RI� GLYHUVLW\�KRPRJHQHLW\� IRU� WKH� HPHUJHQFH� RI� VXE�
QDWLRQDO�LGHQWLWLHV�

7KHUH�DUH�YDULRXV�LPSOLFDWLRQV�RI�8JDQGDµV�GLYHUVLWLHV��2QH�RI�WKHP�LV�WKDW�LW�KDV�PDGH�WKH�
GHYHORSPHQW�RI�D�QDWLRQDO�FRQVFLRXVQHVV�YHU\�GLI¾�FXOW��0RVW�8JDQGDQV�DUH�¾�UVW�DQG�IRUHPRVW�
WULEDO�DQG�WKHQ�EHLQJ�8JDQGDQ�LV�VHFRQGDU\��8JDQGD�LV�NQRZQ�IRU�LWV�GLYHUVLWLHV�EXW�DQRWKHU�
FKDOOHQJH�LV�WKDW�WKH\�SRODUL]H�WKH�SROLWLFV��0RVW�8JDQGDQV�GH¾�QH�WKHLU�LGHQWLW\�SULPDULO\�E\�
WULEH�¾�UVW�DQG�QDWLRQDOLW\�ODWHU��6XE�QDWLRQDO�LGHQWLWLHV�DUH�WKHUHIRUH�HVVHQWLDOO\�WULEDO�LQ�QDWXUH��
+LVWRULFDOO\��IROORZLQJ�LQ�WKH�IRRWVWHSV�RI�WKH�FRORQLDO�´GLYLGH�DQG�UXOHµ�SROLFLHV��PRVW�RI�SRVW�
FRORQLDO�JRYHUQPHQWV�KDYH�UHLQIRUFHG�WKHVH�HWKQLF�GLYLVLRQV�LQ�SROLWLFV�DQG�LQ�DOLJQLQJ�QDWLRQDO�
UHVRXUFHV�WR�HQWUHQFK�WKHPVHOYHV�LQ�SRZHU��

7KH�150�OHDGHUVKLS��OLNH�RWKHUV�EHIRUH�WKHP��DUH�DOVR�VDLG�WR�LQGXOJH�LQ�QHSRWLVWLF�HWKQLF�
DQG� WULEDO� SROLWLFV�� ,W� LV� FRPPRQ� WR� KHDU� FLWL]HQV� FRPSODLQLQJ� WKDW�ZKHUHDV� QRUWKHUQHUV� RI�
QRUWKHUQ�8JDQGD��HDVWHUQHUV�IURP�HDVWHUQ�8JDQGD�DQG�VRPHWLPHV�HYHQ�WKRVH�LQ�FHQWUDO�8JDQGD�
DUH�VLGHOLQHG��²LW� LV� WKH�ZHVWHUQHUV�DQG�VRXWKHUQHUV³�HQMR\LQJ� WKH�PRVW�XQGHU� WKH�150�²LQ�
WHUPV�RI�DFFHVVLQJ�MXLF\�MREV�DQG�KLJKHVW�UDQNV�LQ�QDWLRQDO�&RPPLVVLRQV��$XWKRULWLHV�DQG�&LYLO�
VHUYLFH�RU�WKH�DUPHG�IRUFHV³�UHVSHFWLYHO\��+RZHYHU��WKLV�KDV�DOZD\V�EHHQ�YHKHPHQWO\�GHQLHG�E\�
WKH�JRYHUQPHQW��1RQHWKHOHVV��WKH�¾�QGLQJV�IURP�WKH�(26�LQ�)LJXUH���DOVR�FRQ¾�UPHG�WKDW�PRVW�
8JDQGDQV�EHOLHYH� WKDW� VHFWDULDQ� LGHQWLWLHV�KDYH�FRQVLGHUDEOH� LQ¿�XHQFH� LQ�8JDQGDµV�SROLWLFV�
DQG�WKDW�WKH\�KDYH�EHHQ�LQYRNHG�LQ�VRPH�LQVWDQFHV�EHHQ�PRELOL]HG�DJDLQVW�WKH�SXEOLF�JRRG�WR�
VXEYHUW�JHQXLQH�GHPRFUDWLF�SROLWLFDO�SURFHVVHV�VXFK�DV�GHVLUH�IRU�²IUHH�DQG�IDLU�HOHFWLRQV³�DQG�
²WKH�VHDUFK�IRU�D�QDWLRQDO��ODQJXDJHV³��DPRQJ�RWKHUV���

6RXUFH��(&$�(26�����

)LJXUH�)LYH��3HUFHSWLRQV�RQ�WKH�,Q¿�XHQFH�RI�6HFWDULDQ�*URXSV
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,W�LV�FOHDU�IURP�WKH�DERYH�GDWD�WKDW�WKH�PDMRULW\�RI�8JDQGDQV��RXW�RI�����������SHUFHQW�
VDLG�WKDW�LQGHHG�VHFWDULDQ�LGHQWLWLHV�KDYH�FRQVLGHUDEOH�LQ¿�XHQFH�LQ�WKH�GLUHFWLQJ�WKH�150�LV�
JRYHUQLQJ�WKH�FRXQWU\��)URP�WKH�QDUUDWLYHV��FRPPHQWDWRUV�REVHUYHG�WKDW�LQ�WKH�SDVW��GXULQJ�WKH�
����V�XQGHU�2ERWH�,,��KLPVHOI�IURP�WKH�QRUWK��LW�ZDV�VDLG�WKDW�´QRUWKHUQHUVµ�ZHUH�SULYLOHJHG�
WKDQ�WKH�UHVW�RI�8JDQGDQV��FXUUHQWO\��LW�LV�VDLG�WKDW�WKH�150�V\PEROL]HV�D�SDUW\�IRU�́ ZHVWHUQHUVµ��
%\�H[WHQVLRQ��WKH�WUDGLWLRQDO�SDUWLHV�OLNH�'3��ZDV�GHGXFHG�WR�EH�PDLQO\�IRU�HOHPHQWV�LQ�FHQWUDO�
8JDQGD�EXW�JHQHUDOO\�VRXWKHUQHUV��DQG�83&��LV�VWLOO�VHHQ�DV�D�SDUW\�IRU�WKH�QRUWKHUQHUV���7R�
GDWH�� WKHVH� SDWWHUQV� RI�PDQLSXODWLQJ� VHFWDULDQ� HWKQLF� LGHQWLWLHV� WKDW�ZDV� D� FRQVWUXFW� RI� WKH�
%ULWLVK�&RORQLDO�HUD�KDV�UHPDLQHG�IDYRUDEOH�WR�PRVW�RI�WKH�SRVW�LQGHSHQGHQFH�OHDGHUVKLS�LQ�
8JDQGD��7KH�RWKHU�GLPHQVLRQ�RI�FOHDYDJHV�LQ�JRYHUQDQFH�OLHV�LQ�WKH�LQYRNLQJ�RI�UHOLJLRQ��,Q�
UHFHQW� WLPHV�� WKH� -((0$�SDUW\� HPHUJHG� DV� D�0RVOHP� SDUW\�� WKH�'3� �FRPSULVLQJ�&DWKROLF�
PDMRULWLHV��DQG�WKH�83&��GRPLQDWHG�E\�3URWHVWDQWV��VWDQG�DV�WKH�PDMRU�SDUWLHV�GHPRQVWUDWLQJ�D�
UHOLJLRXV�LQ¿�XHQFH��7XNDKHEZD��������3LQF\ZD��������$NLLNL�0XMDMX���������8QWLO�WKH�150�
FDPH�WR�SRZHU��WKH�DUP\�KDG�KLVWRULFDOO\�EHHQ�DVVRFLDWHG�ZLWK�QRUWKHUQHUV�DQG�WKH�SROLFH�ZLWK�
HDVWHUQHUV�EHFDXVH�XQGHU� WKH�FRORQLDO�GLVSHQVDWLRQ� WKHVH�DUHDV�KDG�FRXUDJHRXV�SHRSOH�ZLWK�
IHDWXUHV� OLNH�JRRG�KHLJKW�VXLWDEOH� IRU�HIIHFWLYH�SHUIRUPDQFH� LQ� WKH�DUP\�DQG�SROLFH��7RGD\��
LW� LV� HYLGHQW� WKDW� WKH�150�KDV� HQGHDYRXUHG� WR� FKDQJH� WKLV�PRQRSRO\�RI� WKH� IRUFHV�E\� WKH�
QRUWKHUQHUV�DQG�HDVWHUQHUV�DQG�HQFRXUDJHG�PDLQO\�ZHVWHUQHUV�DQG��WR�VRPH�GHJUHH��VRXWKHUQHUV�
WR�MRLQ�WKH�IRUFHV���2QFH�DJDLQ��RQH�KDV�WR�EH�FRQVFLRXV�RI�WKH�HWKQLF�ELDV�TXHVWLRQ�LQ�WKH�IRUFHV��
LW�ZRXOG�DSSHDU�WKLV�SDUWLVDQ�HOHPHQW�DULVHV�PRVWO\�LQ�SHRSOH�IURP�´ZHVWHUQµ��VSHFL¾�FDOO\�WKH�
%DKLPD��ZKR�GRPLQDWH�WKH�KLJKHU�HFKHORQV�RI�WKH�IRUFHV��ZKLOH�WKH�UDQN�DQG�¾�OH�LV�GRPLQDWHG�
E\�QRUWKHUQHUV�DQG�HDVWHUQHUV�������

3ROLWLFDO� HOLWH� DQG� 0DVVHV�� 3ROLWLFDO� SDUWLHV� DQG� $VVRFLDWLRQV� LQ� SROLWLFDO�
PRELOL]DWLRQ

2Q�WKH�ZKROH��FLWL]HQV�FRQVLGHU�WKH�SROLWLFDO�SDUWLHV�LQ�8JDQGD�WR�EH�ZHDN��7KH�SRVW������\HDUV�
RI�RQH�SDUW\�GHPRFUDF\�WLOO�������GDPSHQHG�WKH�TXDOLW\�RI�WKH�QDVFHQW�SROLWLFDO�SDUW\�DFWLYLVP��
$V�%DU\D��������VWDWHV��XQGHU�WKH�150µV�GHIHQFH�RI�RQH�SDUW\�UXOH��SROLWLFDO�SDUWLHV�KDG�EHHQ�
EUDQGHG�DV�REVWDFOHV�WR�GHPRFUDF\��0RVW�RI�DOO�WKH�SDUWLHV�DUH�VDLG�WR�ODFN�LQWHUQDO�GHPRFUDF\�
DQG��RWKHU� WKDQ� WKH�ROG�SDUWLHV� OLNH�'3�DQG�83&�� WHQG� WR�KDYH� OLPLWHG�JUDVVURRWV�VWUXFWXUHV�
OLQNLQJ�WKHP�HIIHFWLYHO\�ZLWK�WKH�PDVVHV��$FFRUGLQJ�WR�WKH�(&$�VXUYH\��PRVW�8JDQGDQV�WKLQN�
SROLWLFDO�SDUWLHV�ODFN�LQWHUQDO�GHPRFUDF\�LPSO\LQJ�WKDW�WKH\�DUH�QRW�FRQVXOWDWLYH�DQG�DOORFDWLRQ�
RI�SRVLWLRQV�ZLWKLQ�WKHLU�RZQ�UDQNV�DQG�DUH�WKHUHIRUH�PRVWO\�QRW�QDWLRQDOO\�LQFOXVLYH�HQRXJK��
%\�LPSOLFDWLRQ�SROLWLFDO�SDUWLHV�DUH�HOLWLVW��VHFWDULDQ�DQG�LQ�PRVW�FDVHV�WKHUHIRUH��WKH�FRPPRQV�
RU�PDVVHV�DUH�DOLHQDWHG�IURP�WKHLU�UXQQLQJ�EXW�DUH�RQO\�PRELOL]HG�WR�YRWH�GXULQJ�HOHFWLRQV��7KLV�
¾�QGLQJ�FRXOG�WKHUHIRUH�MXVWLI\�VRPH�RI�3UHVLGHQW�<RZHUL�0XVHYHQLµV�FRQFHUQ�ZLWK�8JDQGDµV�
ROG�SROLWLFDO�SDUWLHV�
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6RXUFH��(&$�(26������

)LJXUH����3HUFHSWLRQV�RI�GHPRFUDF\�LQ�SROLWLFDO�SDUWLHV

+RZHYHU��QRW�DOO�WKHVH�SUREOHPV�DUH�LQWULQVLF�RI�SDUWLHV�LQ�WKHPVHOYHV��6RPH�DUH�UHODWHG�WR�
WKH�SROLFLHV�RI�WKH�150��)RU�H[DPSOH��&LWL]HQV�REVHUYHG�WKDW�LQ�PRVW�RI�WKH�FDVHV��WKH�SROLWLFDO�
SDUWLHV��RSSRVHG�WR�150�DUH�VWDUYHG�RI�HTXLWDEOH�¾�QDQFLQJ�DQG�DOORZHG�OLPLWHG�ORJLVWLFV�WR�
FRPSHWH�IDYRXUDEO\�ZKLOH�FDPSDLJQLQJ�DQG�GXULQJ�PRQLWRULQJ�RI�HOHFWLRQV��0RVW�8JDQGDQV�
������RXW�RI�WKRVH�WKDW�DQVZHUHG�WKLV�TXHVWLRQ�VKDUH�WKH�YLHZ�WKDW�WKH�SDUWLHV�DUH�QRW�HTXDOO\�
UHVRXUFHG��7KLV� LV� LQ� V\QF�ZLWK�ZKDW� WKH�&RPPRQZHDOWK�2EVHUYHU�*URXS�HVWDEOLVKHG�� WKDW�
²WKH�LQFXPEHQW�150�LV�WKH�PRVW�UHVRXUFHG�SDUW\³��,Q�WKHLU�UHSRUW��WKH\�UDLVH�LVVXHV�ZLWK�WKH�
OD[LW\�LQ�WKH�HOHFWRUDO�ODZV�RI�8JDQGD��WKDW�DUH�ZHDN�LQ�UHJXODWLQJ�SROLWLFDO�SDUW\�DFWLYLVP�DQG�
FDPSDLJQ�¾�QDQFLQJ�LQ�8JDQGD�EHFDXVH�LW�LV�RSHQO\�DEXVHG�DQG�XVHG�WR�FXVKLRQ�WKH�SDUW\�LQ�
SRZHU����������

6RXUFH��(&$�(26�����

)LJXUH����&LWL]HQV�RQ�ZKHWKHU�SROLWLFDO�SDUWLHV�VKDUH�HTXDO�DFFHVV�WR�(OHFWRUDO�5HVRXUFHV
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,Q�WKH�DEVHQFH�RI�HTXLWDEOH�LQWHUQDO�IXQGLQJ��PRVW�RI�WKH�SROLWLFDO�SDUWLHV�WHQG�WR�DFFHVV�
H[WHUQDO�IXQGLQJ�DQG�LQ�DQ�HIIRUW�WR�FRQWURO�WKLV�DYHQXH�RI�IXQGLQJ�WKH\�DUH�UHTXLUHG�WR�GHFODUH�
WKHLU�VRXUFHV�DQG�DPRXQWV�RI�IXQGLQJ�UHFHLYHG��2EYLRXVO\��WKHUH�LV�UHVLVWDQFH�DQG�RIWHQ�ZKDW�
LV�GHFODUHG�LV�DW�WKH�GLVFUHWLRQ�RI�WKH�SDUW\�DV��PRVW�WLPHV��DOO�WKH�SDUWLHV�ERWK�LQ�RSSRVLWLRQ�DQG�
WKH�150�FRQFHDO�WKHLU�DFWXDO�LQFRPHV�DQG�XQGHU�GHFODUH�WKHLU�VWDQGLQJ���

7KH�&LYLO�6HUYLFH

3ROLWLFDO�3DUWLHV�DVLGH��WKH�FLYLO�VHUYLFH�LV�DQRWKHU�GRPDLQ�LQ�ZKLFK�WR�DVVHVV�UHODWLRQV�EHWZHHQ�
HOLWH�DQG�WKH�PDVVHV��&RXFKHG�LQ�EXUHDXFUDWLF�WHUPV��WUDGLWLRQDOO\�WKH�FLYLO�VHUYLFH�ZDV�LQWHQGHG�
WR�EH�LPSDUWLDO�E\�UHFUXLWLQJ�RQ�PHULW�WR�HQVXUH�QR�VXEDOWHUQ�LQ¿�XHQFHV�ELDV�RSSRUWXQLWLHV�DQG�
GLYHUVLWLHV� DUH� UHFUXLWHG� HTXLWDEO\�� ,Q� IDFW�� GXULQJ� WKH� HDUO\� \HDUV�� D� FLYLO� VHUYDQW�ZDV� DOVR�
UHTXLUHG�WR�URWDWH�LQ�GLIIHUHQW�GLVWULFWV�VXFK�WKDW�E\�UHWLUHPHQW�RQH�KDG�QRW�RQO\�EHHQ�YHUWLFDOO\�
SURPRWHG�WR�KLJKHU�UDQNV�EXW�DOVR�KRUL]RQWDOO\�E\�ZRUNLQJ�LQ�YDULRXV�SDUWV�RI�WKH�FRXQWU\�RWKHU�
WKDQ�WKHLU�RZQ��,GHDOO\��LI�WKLV�ZDV�DGKHUHG�WR��ZRUNLQJ�LQ�WKH�FLYLO�VHUYLFH�ZRXOG�OLQN�HOLWHV�WR�
WKH�PDVVHV��KRZHYHU��WKLV�GRHV�QRW�VHHP�WKH�FDVH�DQ\�ORQJHU��7KH�¾�QGLQJV�RI�WKH�(26�UHYHDOHG�
WKDW�PRVW�8JDQGDQV�WKLQN�WKDW�WKH�QDWLRQDO�FLYLO�VHUYLFH�LV�UHTXLUHG�E\�ODZ�WR�UH¿�HFW�GLYHUVLW\�
RI�WKH�FRXQWU\�LQ�LWV�FRPSRVLWLRQ��DSSRLQWPHQW�DQG�SURPRWLRQ�EXW�LW�GRHV�QRW�DOZD\V�FRPSO\�
ZLWK�WKLV�UHTXLUHPHQW�

7DEOH����2Q�ZKHWKHU�WKH�1DWLRQDO�&LYLO�6HUYLFH�LV�OHJDOO\�UHTXLUHG�WR�UH¿�HFW�GLYHUVLW\

,V�WKH�&LYLO�6HUYLFH�UHTXLUHG�WR�UH¿�HFW�GLYHUVLW\"� )UHTXHQF\ 3HUFHQW

� 7KH�QDWLRQDO�FLYLO�VHUYLFH�LV�QRW�OHJDOO\�UHTXLUHG�WR�UH¿�HFW�
WKH�GLYHUVLW\�RI�WKH�FRXQWU\��LQ�LWV�FRPSRVLWLRQ�LQ�WHUPV�RI�
DSSRLQWPHQW�DQG�SURPRWLRQ��DQG�LW�GRHV�QRW�GR�VR

�� ����

� 7KH�QDWLRQDO�FLYLO�VHUYLFH�LV�QRW�OHJDOO\�UHTXLUHG�WR�UH¿�HFW�
WKH�GLYHUVLW\�RI�WKH�FRXQWU\��LQ�LWV�FRPSRVLWLRQ�LQ�WHUPV�RI�
DSSRLQWPHQW�DQG�SURPRWLRQ��EXW�WUDGLWLRQDOO\�GRHV�VR�

�� ���

� 7KH�QDWLRQDO�FLYLO�VHUYLFH�LV�OHJDOO\�UHTXLUHG�WR�UH¿�HFW�
WKH�GLYHUVLW\�RI�WKH�FRXQWU\��LQ�LWV�FRPSRVLWLRQ�LQ�WHUPV�RI�
DSSRLQWPHQW�DQG�SURPRWLRQ��DQG�LW�VRPHWLPHV�FRPSOLHV�ZLWK�LW�

�� ����

� 7KH�QDWLRQDO�FLYLO�VHUYLFH�LV�OHJDOO\�UHTXLUHG�WR�UH¿�HFW�
WKH�GLYHUVLW\�RI�WKH�FRXQWU\��LQ�LWV�FRPSRVLWLRQ�LQ�WHUPV�RI�
DSSRLQWPHQW�DQG�SURPRWLRQ��DQG�LW�PRVWO\�FRPSOLHV�ZLWK�LW�

�� ����

� 7KH�QDWLRQDO�FLYLO�VHUYLFH�LV�OHJDOO\�UHTXLUHG�WR�UH¿�HFW�
WKH�GLYHUVLW\�RI�WKH�FRXQWU\��LQ�LWV�FRPSRVLWLRQ�LQ�WHUPV�RI�
DSSRLQWPHQW�DQG�SURPRWLRQ��DQG�LW�DOZD\V�FRPSOLHV�ZLWK�LW�

� ���

7RWDO ��� �����

6RXUFH��(&$�(26������

-XVW�OLNH�WKH�SROLWLFDO�SDUWLHV�WKHUH�DUH�FRQFHUQV�WKDW�LQGLYLGXDO�PHULW�KDV�EHHQ�FRPSURPLVHG�
DQG�UHFUXLWPHQW�LQWR�WKH�FLYLO�VHUYLFH�LV�QRZ�PRVWO\�GULYHQ�E\�QRQ�RI¾�FLDO�LGHQWLW\��,Q�8JDQGD��
WKH�SDUW\��HWKQLF�JURXS�RU�WULEH�DQG�WKH�UHOLJLRQ�LQ�SRZHU�KDYH�WHQGHG�WR�GRPLQDWH�WKH�OXFUDWLYH�
SRVLWLRQV�LQ�WKH�FLYLO�VHUYLFH��7RGD\��WKH�150�LV�EHLQJ�FDVWLJDWHG�IRU�IDYRXULQJ�´ZHVWHUQHUVµ�LQ�
MRE�DOORFDWLRQV�LQ�WKH�NH\�VHFWRUV�DQG�WKH�WRS�SRVLWLRQV�RI�WKH�FLYLO�VHUYLFH��LQFOXGLQJ�WKH�DUPHG�
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IRUFHV�DQG�SROLFH��,Q�VSLWH�RI�WKLV��LW�LV�ZRUWK�PHQWLRQ�WKDW��LQ�SULQFLSOH��3UHVLGHQW�0XVHYHQL�DQG�
RWKHU�150�OHDGHUV�DUH�DUGHQW�DQWL�VHFWDULDQ�FDPSDLJQHUV��)RU�H[DPSOH��LQ������WKH�3UHVLGHQW�
XVHG�WKH�HUXSWLRQ�RI�SROLWLFDO�FKDRV�WULJJHUHG�E\�VHFWDULDQ�NLOOLQJV�LQ�SRVW�HOHFWLRQ�.HQ\D�WR�
FDOO�RQ�DOO�8JDQGDQV�WR�GHVLVW�IURP�VHFWDULDQLVP�EHFDXVH�LW�FRXOG�UHYHUVH�DOO�WKH�DFKLHYHPHQWV�
8JDQGD�KDV�PDGH� LQ�PDQ\�\HDUV��7KH�3UHVLGHQW�VDLG� WKH�150�JRYHUQPHQW�KDG�ZRUNHG�VR�
KDUG�WR�GHIHDW�WULEDO�DQG�UHOLJLRXV�WHQGHQFLHV�LQ�8JDQGDµV�SROLWLFV�ZKLFK�KH�VDLG�KDG�EURXJKW�
SROLWLFDO�FKDRV�LQ�WKH�SDVW�DQG�ZDUQHG�SROLWLFLDQV�DJDLQVW�LQFLWLQJ�SHRSOH�RQ�WULEDO�DQG�UHOLJLRXV�
JURXQGV��ZZZ�XJSXOVH�FRP�XJDQGD�QHZV�JRYHUQPHQW��

7KH� FKDUDFWHU� DQG� GLIIHUHQWLDWLRQ� RI� WKH� FRXQWU\µV� FLYLO� VRFLHW\�� SROLWLFV� DQG�
JRYHUQDQFH�

&LYLO� VRFLHW\� KDV� LQFUHDVLQJO\� EHFRPH�PRUH� YLJLODQW� JHQHUDOO\� DQG� GXULQJ� WKH� FRQGXFW� RI�
PRQLWRULQJ�HOHFWRUDO�SURFHVVHV�RYHU�WLPH�EXW�UHPDLQV�ODUJHO\�D�QRQ�WKUHDWHQLQJ�FRPPHQWDWRU�
RQ�SROLWLFDO�GHYHORSPHQWV� LQ�8JDQGD�XQGHU� WKH�150��7KH�(&$�(26�VRXJKW�RSLQLRQ� IURP�
8JDQGDQV�RQ�WKH�UROH�RI�&62V�LQ�HQJDJLQJ�JRYHUQPHQW��

7DEOH����&62µV�UROH�LQ�SURPRWLQJ�DFFRXQWDELOLW\�DQG�WUDQVSDUHQF\

�5ROH�RI�&62V�LQ�SURPRWLQJ�DFFRXQWDELOLW\"� )UHTXHQF\ 3HUFHQW

� GRHV�QRW�FRQWULEXWH�WR�WKH�SURPRWLRQ�RI�DFFRXQWDELOLW\�DQG�
WUDQVSDUHQF\�LQ�JRYHUQPHQW

� ���

� UDUHO\�FRQWULEXWHV�WR�WKH�SURPRWLRQ�RI�DFFRXQWDELOLW\�DQG�WUDQVSDUHQF\�
LQ�JRYHUQPHQW

�� ����

� IDLUO\�FRQWULEXWHV�WR�WKH�SURPRWLRQ�RI�DFFRXQWDELOLW\�DQG�WUDQVSDUHQF\�
LQ�JRYHUQPHQW�

�� ����

� PRGHUDWHO\�FRQWULEXWHV�WR�WKH�SURPRWLRQ�RI�DFFRXQWDELOLW\�DQG�
WUDQVSDUHQF\��LQ�JRYHUQPHQW

�� ����

� FRQWULEXWHV�HIIHFWLYHO\�WR��WKH�SURPRWLRQ�RI�DFFRXQWDELOLW\�DQG�
WUDQVSDUHQF\�LQ�JRYHUQPHQW

�� ����

7RWDO ��� �����
6RXUFH��(&$�(26������

7KH�PDMRULW\� RI�8JDQGDQV� RSLQH� WKDW�&62V� DUH� RQO\� IDLUO\� ������ RU� MXVW�PRGHUDWHO\�
�������� FRQWULEXWLQJ� WR� WKH� SURPRWLRQ� RI� DFFRXQWDELOLW\� DQG� WUDQVSDUHQF\� LQ� JRYHUQPHQW��
$�VLJQL¾�FDQW�QXPEHU���������ZHUH�RI�WKH�YLHZ�WKDW�&62V�UDUHO\�FRQWULEXWH�WR�WKH�FDXVH�RI�
FKHFNLQJ�JRYHUQPHQW�ODFN�RI�DFFRXQWDELOLW\�DQG�WUDQVSDUHQF\��7KHVH�RSLQLRQV�KDYH�D�WUDMHFWRU\��
$FFRUGLQJ�WR�2ORND�2Q\DQJR���������ZKLOH�KXPDQ�ULJKWV�DQG�ZRPHQµV�ULJKWV�&62V��LQ�RXU�
YLHZ� &62V� LQ� JHQHUDO��� ZLWQHVVHG� VXEVWDQWLDO� JURZWK� FRQWHPSRUDQHRXVO\� ZLWK� WKH� ULVH� WR�
SRZHU� DQG� WHQXUH� RI� WKH�0RYHPHQW� UHJLPH�� FRQVLGHUDEOH� OLPLWDWLRQV� UHPDLQ� LQ� WKH�ZD\�RI�
WKHLU� DXWRQRPRXV�RSHUDWLRQ��&62V�KDYH� LQ� WKH�PDLQ�DGRSWHG�DQ�XQFULWLFDO� VWDQFH� WR� ODSVHV�
LQ�DFFRXQWDELOLW\�DQG�WUDQVSDUHQF\�LQ�JRYHUQPHQW�E\�DGRSWLQJ�ZKDW�2ORND�2Q\DQJR�FDOOV�D�
´VRIWO\�VRIWO\� DSSURDFK� WR� WKH� SXUVXLW� RI� KXPDQ� ULJKWV� LVVXHVµ� �,ELG��� S�� �����7DONLQJ� WR� WKH�
OHDGHUVKLS�RI�LQGHSHQGHQW�&62V�OLNH�WKH�+XPDQ�5LJKWV�1HWZRUN��+85,1(7��UHYHDOHG�WKDW�
PDQDJHPHQW�ZDV�LWVHOI�DPELYDOHQW�DERXW�WKH�LPSDFW�WKDW�LWV�DFWLYLWLHV�KDG�KDG�RQ�ODZPDNHUV��
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7KLV�DPELYDOHQFH�ZDV�UH¿�HFWHG�LQ�WKH�JHQHUDO�FRPPHQW�WKDW�WKH�JRYHUQPHQW�ZDV�QRW�HDVLO\�
LQ¿�XHQFHG�E\�FLYLO�VRFLHW\�SUHVVXUH��,ELG�������%HVLGH�WKH�LQGHSHQGHQW�&62V��HYHQ�WKH�ZRXOG�
EH� SXEOLF� ZDWFKGRJV� DJDLQVW� WKH� DEXVH� RI� GHPRFUDF\�� VXFK� DV� WKH� 8JDQGD�+XPDQ� 5LJKWV�
&RPPLVVLRQ� �8+5&�� DUH� DSSRLQWHG� E\� WKH� H[HFXWLYH� DQG� UHQGHUHG�PRVWO\� FRPSODFHQW� LQ�
HQJDJLQJ�WKH�VWDWHµV�GZLQGOLQJ�DFFRXQWDELOLW\�DQG�WUDQVSDUHQF\�LQ�DUHDV�OLNH�UHVSHFW�IRU�FULWLFDO�
RSSRVLWLRQ�DQG�PDWWHUV�FRQFHUQLQJ�DGKHULQJ�WR�WKH�UXOH�RI�ODZ��7KLV�LV�DWWHVWHG�WR�E\�WKH�HYLGHQW�
IDLOXUH�WR�UHVWUDLQ�WKH�JRYHUQPHQW�IURP�GHSOR\LQJ�WKH�3UHVLGHQWLDO�3URWHFWLRQ�8QLW��338��RI�
WKH�DUP\��DQG�RWKHU�XQGH¾�QHG�PLOLWLDV��VXFK�DV�WKH�²%ODFN�0DPED³�GXULQJ�WKH�KHDW�RI�WKH������
HOHFWRUDO�SURFHVV��0RUH�VR��LW�LV�FOHDU�WKDW�FKDQJHV�LQ�WKH�OHJDO�IUDPHZRUN�JRYHUQLQJ�&62V�
1*2V� DUH� LQWHQGHG� WR� JDJ� FULWLFDO� IUHHGRPV�RI� VSHHFK� DQG� DVVHPEO\� WKDW� DUH� FUXFLDO� IRU� D�
YLEUDQW�&62�DJHQF\��

7KH�UROH�RI�WKH�6WDWH�LQ�0HGLDWLQJ�3ROLWLFDO�&RPSHWLWLRQ�DQG�LQ�WKH�'LVWULEXWLRQ�
DQG�$OORFDWLRQ�RI�3XEOLF�5HVRXUFHV�DQG�6RFLDO�6XUSOXV�

,Q�PRVW�LQVWDQFHV�WKH�GLVWULEXWLRQ�DQG�DOORFDWLRQ�RI�SXEOLF�UHVRXUFHV�DQG�VRFLDO�VXUSOXV�LV�GRQH�
LQ�DQ�DUELWUDU\�PDQQHU��OHQGLQJ�LWVHOI�WR�QHSRWLVP�DQG�RSSRUWXQLVP�DORQJ�VRPH�RI�WKH�DI¾�QLWLHV�
GLVFXVVHG�HDUOLHU�RQ��,Q�VKRUW��SXEOLF�UHVRXUFHV�DQG�VRFLDO�VXUSOXV�DUH�PRVWO\�XVHG�WR�VXVWDLQ�
WKH�150µV�GRPLQDWLRQ�RI�SROLWLFDO�SRZHU��2QH�FRXOG�DVN��GR�ZH�HYHU�KDYH�D�VXUSOXV�EXGJHW�LQ�
8JDQGD"�2XU�VWDUWLQJ�SRLQW�LV�WR�FRPPHQG�WKH�JRYHUQPHQW�IRU�PDNLQJ�DWWHPSWV�DW�HFRQRPLF�
UHIRUPV�VLQFH�������

$FFRUGLQJ�WR�%DU\D��������DQG�%LNDDNR��������RQH�RI�WKH�UHIRUPV�150�LQLWLDWHG�WR�UHYDPS�
WKH�HFRQRP\�ZDV�JLYLQJ�QHZ�OLIH�WR�WKH�,0)�:RUOG�%DQN�VWUXFWXUDO�DGMXVWPHQW�SURJUDPPHV�
LQWURGXFHG�E\� WKH�2ERWH� ,,� JRYHUQPHQW��7KH�XQGHUO\LQJ� DVVXPSWLRQ�ZDV� WKDW� D� GRZQVL]HG�
JRYHUQPHQW�ZRXOG�QHFHVVDULO\�JUHDWO\�UHGXFH�FRUUXSWLRQ�DQG�FRQFRPLWDQWO\�HQKDQFH�HFRQRPLF�
HI¾�FLHQF\��,Q�DJUHHPHQW�ZLWK�WKLV�YLHZ��3UHVLGHQW�0XVHYHQL�KDV�RQ�VHYHUDO�RFFDVLRQV�UH�HFKRHG�
WKDW�SULYDWL]DWLRQ�µUHGXFHV�WKH�VXUIDFH�DUHD�RI�FRUUXSWLRQµ�WR�WKH�EXUHDXFUDF\�DQG�SXEOLF�VHUYLFH��
WKH�DUP\��SROLFH��UHYHQXH�DXWKRULW\��FRXUWV�DQG�WKH�MXGLFLDU\��+RZHYHU��WKH�UHDOLW\�LV�GLIIHUHQW��
7KH�HFRQRPLF�UHIRUPV�JDYH�ELUWK� WR�QHZ�DFWRUV� LQ� WKH�GHYHORSPHQW�SURFHVV��7KHVH� LQFOXGH�
DFWRUV�IURP�ZLWKLQ�WKH�SULYDWH�DQG�1*2�VHFWRUV��7KHVH�DFWRUV�KDYH�XQGRXEWHGO\��FRQWULEXWHG�WR�
WKH�XQSUHFHGHQWHG�OHYHO�RI�FRUUXSWLRQ�LQ�8JDQGD�DV�ZHOO�DV�WKH�IRUPV�RI�FRUUXSWLRQ��%LNDDNR��
�������(YHQ�WKH�SULYDWL]DWLRQ�SURFHVV�LWVHOI�LV�VKURXGHG�LQ�FRUUXSWLRQ�DQG�GHVSLWH�WKH�EHOLHI�WKDW�
0XVHYHQL�KLPVHOI�LV�ODUJHO\�IUHH�RI�EOHPLVK��PHPEHUV�RI�WKH�FDELQHW�DQG�0XVHYHQLµV�IDPLO\�
KDYH�EHHQ�LPSOLFDWHG�LQ�GXELRXV�GHDOV�DQG�TXHVWLRQDEOH�DVVRFLDWLRQV��2ORND�2Q\DQJR�������
������

2QH�RI�WKH�ZD\V�RI�HVWDEOLVKLQJ�WKH�VWDWHµV�UROH�LQ�PHGLDWLQJ�DQG�DOORFDWLQJ�UHVRXUFHV�LV�
WR�DOVR�HVWDEOLVK�ZKDW�FLWL]HQV�WKLQN�DERXW�JRYHUQPHQWµV�VWDWH�RI�UHVSRQVLYHQHVV�WRZDUGV�WKHLU�
FRQFHUQV�DV�EURDGO\�VSHDNLQJ�DV�SRVVLEOH��,Q�7DEOH���EHORZ��WKH�(&$�VXUYH\�HVWDEOLVKHG�WKDW�
JRYHUQPHQW�ZDV�RQO\�UDUHO\�UHVSRQVLYH���������RU�RQO\�IDLUO\�UHVSRQVLYH�WR�EDVLF�QHHGV�RI�
FRPPXQLWLHV�LQ�D�IDLU�PDQQHU���
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7DEOH����/HYHO�RI�*RYHUQPHQW�5HVSRQVLYHQHVV

*RYHUQPHQWµV�UHVSRQVLYHQHVV�� )UHTXHQF\ 3HUFHQW

� GRHV�QRW�UHVSRQG�WR�WKH�EDVLF�QHHGV�RI�WKH�FRPPXQLW\ � ���

� UDUHO\�UHVSRQGV�WR�WKH�EDVLF�QHHGV�RI�WKH�FRPPXQLW\�LQ�DQ�HI¾�FLHQW�
PDQQHU

�� ����

� IDLUO\�UHVSRQGV�WR�EDVLF�QHHGV�RI�WKH�FRPPXQLW\�LQ�DQ�HI¾�FLHQW�
PDQQHU�

�� ����

� PRGHUDWHO\�UHVSRQGV�WR�EDVLF�QHHGV�RI�WKH�FRPPXQLW\�LQ�DQ�
HI¾�FLHQW�PDQQHU�

� ���

� IXOO\�UHVSRQGV�WR�WKH�EDVLF�QHHGV�RI�WKH�FRPPXQLW\�LQ�DQ�HI¾�FLHQW�
PDQQHU�

� ���

7RWDO ��� �����
6RXUFH��(&$��(26�����

7DEOH���EHORZ�RI�WKH�(&$�VXUYH\�VKRZV�WKDW�LQ�WKH�PDMRULW\�8JDQGDQV�DOVR�SHUFHLYHG�WKDW�WKH�
150�JRYHUQPHQW�UDUHO\�DFWV�LQ�D�SXEOLFO\�DFFRXQWDEOH�PDQQHU���������DQG�RU�RQO\�VRPHWLPHV�
��������GRHV�WKH�150�JRYHUQPHQW�GR�VR�GRLQJ�WKH�RYHUULGLQJ�YLHZ�LV�WKDW�WKHUH�DUH�ORZ�OHYHOV�
RI�DFFRXQWDELOLW\�DQG� WUDQVSDUHQF\� LQ� WKH�PDQDJHPHQW�RI�SXEOLF� UHVRXUFHV��)RU� WKDW�PDWWHU��
ZKDW�FLWL]HQV�DUH�LPSXWLQJ�LV�WKDW�D�QRQ�UHVSRQVLYH�VWDWH�FDQQRW�TXDOLI\�WR�EH�D�GHPRFUDF\�

7DEOH����/HYHO�RI�*RYHUQPHQWDO�$FFRXQWDELOLW\
�/HYHO�RI�DFFRXQWDELOLW\ )UHTXHQF\ 3HUFHQW

� QHYHU�DFWV�LQ�D�SXEOLFO\�DFFRXQWDEOH�PDQQHU � ���

� �UDUHO\�DFWV�LQ�D�SXEOLFO\�DFFRXQWDEOH�PDQQHU �� ����

� VRPHWLPHV�DFWV�LQ�D�SXEOLFO\�DFFRXQWDEOH�PDQQHU �� ����

� �PRVWO\�DFWV�LQ�D�SXEOLFO\�DFFRXQWDEOH�PDQQHU �� ����

� DOZD\V�DFWV�LQ�D�SXEOLFO\�DFFRXQWDEOH�PDQQHU � ���

7RWDO ��� �����
6RXUFH��(&$��(26�����

%LNDDNR� ������� DWWULEXWHG� WKH� QRQ�UHVSRQVLYHQHVV� RU� SRRU� DFFRXQWDELOLW\� DQG� ODFN� RI�
WUDQVSDUHQF\�RI�JRYHUQPHQW�WR�RYHUGHSHQGHQFH�RQ�IRUHLJQ�VRXUFHV�RI�IXQGLQJ�XQGHU�WKH�150��
,Q�KHU�DQDO\VLV�� WKH� LQFUHDVHG�GHSHQGHQFH�RQ�GRQRU� IXQGV�KDV� LQFUHDVHG� WKH�JDS�EHWZHHQ� WKH�
JRYHUQHG�DQG�WKH�JRYHUQRUV��8QOLNH�WD[DWLRQ�ZKLFK�IRUFHV�D�FRQIURQWDWLRQ�RU�RWKHUZLVH�EHWZHHQ�
WKH�WD[LQJ�DXWKRULW\�DQG�WKH�WD[HG��WKXV�DQ�LPSRUWDQW�DFFRXQWDELOLW\�PHFKDQLVP���IRUHLJQ�IXQGLQJ�
KDV�HQDEOHG�LPSOHPHQWLQJ�DJHQFLHV��ERWK�JRYHUQPHQW�DQG�WKH�QRQ�JRYHUQPHQWDO�DJHQFLHV�� WR�
DYRLG�DFFRXQWDELOLW\�WR�WKH�FLWL]HQV�DQG�GLYRUFH�WKHPVHOYHV�IURP�WKH�FLWL]HQU\��$V�VXFK�� ORFDO�
HIIRUWV�WR�HVWDEOLVK�JRRG�JRYHUQDQFH�KDYH�EHHQ�XQGHUPLQHG��7KH�VLWXDWLRQ�LV�IXUWKHU�DJJUDYDWHG�
E\�*RYHUQPHQWµV� WHQGHQF\� WR� VWL¿�H� DOWHUQDWLYH�SROLWLFDO� LQVWLWXWLRQV� WKDW� VHHN� WR� FKDOOHQJH� LWV�
ZRUNLQJV�RU�FKHFN�LWV�H[FHVVHV��%LNDDNR���������������+RZHYHU��LW�RXJKW�WR�EH�QRWHG�WKDW�VRPH�
VFKRODUV��VXFK�DV�)UHGULFN�*RORRED�DPRQJ�RWKHUV��KDYH�FRQWHVWHG�WKLV�WKHVLV�RI�WD[�EDVH�²¾�VFDO³�
YHUVXV�SDWURQDJH�²UHQWV³�GHWHUPLQHG�QDWXUH�RI�VWDWH�UHVSRQVLYH�WR�FLWL]HQV��)UHGHULFN�*RORRED�KDV�
PDGH�WKLV�SRVLWLRQ�FOHDU�LQ�KLV�FRPPHQWV�WR�WKLV�SDSHU�FLWLQJ�WKH�H[DPSOH�RI�5ZDQGD�DV�D�PRUH�
UHVSRQVLYH�VWDWH�WR�LWV�FLWL]HQV�DOEHLW�EHLQJ�PRUH�DLG�GHSHQGHQW�WKDW�8JDQGD�LQ�UHDO�WHUPV��7KLV�
VKRXOG��KRZHYHU��QRW�VWDQG�DV�D�GLVTXDOL¾�FDWLRQ�RI�WKH�%LNDDNR�DUJXPHQW��WKDW�LV�DOVR�SRSXODUL]HG�
E\�&2'(65,$�EDVHG�SROLWLFDO�HFRQRPLVWV��DPRQJ�RWKHUV
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1RZKHUH� ZDV� WKLV� UDSDFLRXVQHVV� LQ� WKH� DEXVH� RI� SXEOLF� UHVRXUFHV� PRVW� HYLGHQW� WKDQ�
GXULQJ� HOHFWLRQV� DQG� QRWDEO\� WKH� ����� 3UHVLGHQWLDO� HOHFWLRQV� ZKLFK� WKH� &RPPRQZHDOWK�
2EVHUYHU� *URXS� FKDUDFWHUL]HG� DV� WKH� KHLJKW� RI� ´FRPPHUFLDOLVDWLRQ� RI� SROLWLFVµ�� 7KH� �����
HOHFWLRQV�ZHQW�RQ�WR�GHSLFW�LQ�VXI¾�FLHQW�FRQGLWLRQV��SRRU�FXOWXUH�RI�PRGHUDWLRQ�DQG�LQVXI¾�FLHQW�
OHYHOV� RI� WROHUDQFH� WKDW� DFFRUGLQJ� WR� )UXDUH� ������� DQG�'LDPRQG� ������� DUH� UHTXLVLWHV� IRU�
JRRG� HOHFWLRQV� DQG� SURPRWLRQ� RI� DFFRXQWDELOLW\� DQG� WUDQVSDUHQF\�� ,QGHHG� DV� 6VHPSHEZD�
�������QRWHG��HOHFWLRQV�GR�QRW�QHFHVVDULO\�EULQJ�DERXW�GHPRFUDF\��KRZHYHU��GHSHQGLQJ�RQ�WKH�
VRFLR�SROLWLFDO�FLUFXPVWDQFHV��HOHFWLRQV�FRXOG�EH�RUJDQL]HG�ZLWK�REMHFWLYHV�WKDW�DUH�IDU�IURP�
GHPRFUDWLF��(OHFWLRQV�FDQ�EH�RQH�ZD\�RI�VHHNLQJ�WR�OHJLWLPL]H�WKH�UXOH�RI�GLFWDWRULDO�IDFWLRQ�
�6HPSHEZD���������7KLV�FDQ�EH�VDLG�RI�WKH�UHVWULFWHG�UROH�RI�HOHFWLRQV�LQ�IXUWKHULQJ�SROLWLFDO�
FRPSHWLWLRQ�LQ�8JDQGD��

&RQFOXVLRQ�

,Q�VSLWH�RI�WKH�FRQVLGHUDEOH�SROLWLFR�DGPLQLVWUDWLYH�UHIRUPV�LQ�8JDQGD�HVSHFLDOO\�VLQFH�������
WKHUH�DUH�LQGLFDWLRQV�RI�UHJUHVVLRQV�WKDW�ZDUUDQW�FRQFHUQV�IRU�WKH�IXWXUH�GHPRFUDWL]DWLRQ�RI�WKH�
FRXQWU\��6RPH�QRWDEOH�UHIRUPV�KDYH�LQFOXGHG�VLJQL¾�FDQW�WUHQGV�WRZDUGV�HFRQRPLF�JURZWK�DQG�
SRYHUW\� UHGXFWLRQ��GHFHQWUDOL]DWLRQ�� UHWXUQ� WR�PXOWLSDUW\�SROLWLFDO� V\VWHPV�DQG�GHYHORSPHQW�
RI� D� SURJUHVVLYH� FRQVWLWXWLRQ�ZLWK� SURQRXQFHG� LQVWLWXWLRQV� IRU� SXUVXLQJ� DFFRXQWDELOLW\� DQG�
WUDQVSDUHQF\�LQ�JRYHUQPHQW��1RQHWKHOHVV��8JDQGD�WRGD\�VWLOO�GHPRQVWUDWHV�WKH�WUDSSLQJV�RI�D�
SRVW�FRORQLDO�GLYLGH�DQG�UXOH�VWDWH�LQ�ZKLFK�HOHFWLRQV�DQG�DVVRFLDWHG�LQVWUXPHQWV�RI�SROLWLFDO�
WUDQVLWLRQV� VHUYH� SDUWLVDQ� LQWHUHVWV�� 7KXV� WKH� LQVWLWXWLRQV� DQG� SHUVRQDOLWLHV� VHUYLQJ� VXFK�
VWUXFWXUHV�VXFK�DV�WKH�(OHFWRUDO�&RPPLVVLRQ��IRU�H[DPSOH��DUH�VHOHFWHG�DQG�SRVLWLRQHG�WR�HQVXUH�
WKLV�KDSSHQV��7KLV�KDV�EHHQ�DWWULEXWHG�WR�WKH�HVFDODWLRQ�RI�FRUUXSWLRQ�DV�D�WRRO�RI�VWDWHFUDIW�LQ�
8JDQGD�WRGD\��2QH�FRPPHQWDWRU�VWDWHG�WKDW�DV�8JDQGDQV�²ZH�DUH�ERUQ�LQ�FRUUXSWLRQ��EUHG�RQ�
FRUUXSWLRQ�DQG�GLH�LQ�FRUUXSWLRQ³��$KLNLUH�HW�DO��������

3DWHUQDOLVWLF� SROLWLFV� HPEHGGHG� RQ� XVLQJ� VWDWH� ¾�DW� DQG� QDWLRQDO� UHVRXUFHV� WR� HQIRUFH�
FRPSOLDQFH�RI�WKH�VRFLHW\��LWV�NH\�VWUXFWXUHV�DQG�LQGLYLGXDOV�WR�WKH�LQFXPEHQF\�DUH�WKH�RUGHU�RI�
WKH�GD\��$�FDVH�LQ�SRLQW�LV�WKH�SHUSHWXDWLRQ�RI�WKH�LQFXPEHQW�150�LQ�SRZHU�E\�PDQLSXODWLQJ�
WKH� OLIWLQJ� RI� WHUP� OLPLWV� KDV� EHHQ� IROORZHG� LQ� UHFHQW� WLPHV� E\� WKH� HQDFWLQJ� RI� WKH� 3XEOLF�
2UGHU�$FW� ������ZKLFK� LQ� HIIHFW� IXUWKHU� VXIIRFDWHV� IUHHGRPV� RI� DVVRFLDWLRQ� DQG� DVVHPEO\��
7KLV� LV� XQGHUOLQHG� E\� WKH� DFTXLHVFHQFH� ZLWK� WKH� DUP\�� D� FRPSOLFLW� PHGLD� DQG� ´DSROLWLFDOµ�
FXOWXUDO�NLQJGRPV�WR�GRPLQDWH�SROLWLFDO�VSDFH�DQG�IRPHQW�ZLGHVSUHDG�FRUUXSWLRQ��7KH�DUP\�
LV�LQFUHDVLQJO\�WDNLQJ�FHQWUH�VWDJH�LQ�SROLWLFV�DQG�LQ�WXUQ�HQDEOHV�WKH�DXWKRULWDULDQ�FKDUDFWHU�
RI� WKH� VWDWH� ZKHUH� HOHFWLRQV� KDYH� EHFRPH� PHUH� SUHWHQFHV� DQG� D� PRFNHU\� RI� VXEVWDQWLYH�
GHPRFUDWL]DWLRQ��

7KH� LQGHSHQGHQFH� RI� WKH� WKUHH� DUPV� RI� WKH� VWDWH� LV� VLPSO\� SUHWHQWLRXV� DQG� KLJKO\�
FLUFXPVFULEHG�E\�WKH�150�WR�EH�XVHG�DW�ZLOO�LQ�OHJLWLPL]LQJ�LWV�KROG�RQWR�SRZHU��,Q�HVVHQFH��
ZH�DUH�ZLWQHVVLQJ�DQ�HYHU�LQFUHDVLQJ�FHQWUDOL]DWLRQ�RI�WKH�VWDWH��)RUPDOO\�VHHQ�DV�DQ�H[DPSOH�
LQ� GHPRFUDWLF� GHFHQWUDOL]DWLRQ� GXULQJ� WKH� ����V�� FXUUHQWO\� 8JDQGD� KDV� EHHQ� UHWUDFWLQJ� DOO�
SRZHUV�EDFN� WR� WKH�FHQWUH� LQ�D�ELG� WR� ULG� WKH�150�RI�DQ\�VHULRXV�FKDOOHQJH� WR� LWV�KROG�RQ�
SROLWLFDO�SRZHU��
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7KH� LQFUHDVLQJO\� FRZHG� FLYLO� VRFLHW\� DQG� WKH�PHGLD� KDYH� ODSVHG� LQWR� VHOI�FHQVRUVKLS�
GRLQJ�ZKDW�VRPH�KDYH�WHUPHG�´VRIWO\�VRIWO\µ�LQWHUYHQWLRQV�LQ�HQJDJLQJ�WKH�150�RQ�PDWWHUV�RI�
DFFRXQWDELOLW\�DQG�WUDQVSDUHQF\�LQ�DOO�ZDONV�RI�SROLWLFDO��VRFLDO�DQG�HFRQRPLF�DFFRXQWDELOLW\��
2QH� ZRXOG� QRW� EH� ZURQJ� WR� FRQFOXGH� WKDW� LQ� 8JDQGD� WRGD\�� WKHUH� LV� OLPLWHG� UHVSHFW� IRU�
SROLWLFDOO\� DFFRXQWDEOH� GLYHUVLWLHV�� WKRVH� ZLWK� GHPRFUDWLF� FUHGHQWLDOV� DV� RSSRVHG� WR� WKRVH�
VHUYLQJ�150V�SDUWLVDQ�LQWHUHVWV�SHU�VH��VDYH�IRU�LQ�DV�IDU�DV�WKH\�DUH�XVHG�WR�IRUPDOL]H�DQG�
FHPHQW�WKH�LQFXPEHQW�150µV�KROG�RQWR�SROLWLFDO�SRZHU��)RU�H[DPSOH��FXOWXUDO�LQVWLWXWLRQV�FDQ�
HPHUJH�DQG�REWDLQ�VXSSRUW�RQO\�LQ�DV�IDU�DV�WKH\�DUH�SUR�150�EXW�QRW�PRUH�RU�OHVV��

8QGHU�WKH�150�WKH�RUJDQL]DWLRQ�RI�HOHFWLRQV�KDV�DOVR�IDLOHG�LQ�LWV�UROH�DV�D�IRUPDO�WRRO�IRU�
PHGLDWLRQ�RI�WUDQVSDUHQW�SROLWLFDO�VXFFHVVLRQ�LQ�8JDQGD��6LQFH�������EXW�PRVWO\�DIWHU�WKH������
HOHFWLRQV��DOO�WKH�SROLWLFDO�SDUWLHV�WKDW�SDUWLFLSDWHG�LQ�WKH�HOHFWRUDO�H[HUFLVH�WHUPHG�WKH�H[HUFLVH�
D�VKDP�EHFDXVH�RI�WKH�HOHFWRUDO�PDOSUDFWLFHV�WKDW�FKDUDFWHUL]HG�WKH�HQWLUH�SURFHVV�GRPLQDQWO\�
SHUSHWUDWHG�E\�WKH�PDQLSXODWLYH�DFWLYLWLHV�RI�WKH�150��

,Q�VXPPLQJ�XS�WKH�ZLGHU�VWDWH�RI�FRQFHUQV�ZLWK�FXUUHQW�JRYHUQDQFH�VWUXFWXUHV�LQ�8JDQGD��
ZH�FRQFOXGH�ZLWK�YLHZV�IURP�DQ�HOGHU�VWDWHVPDQ��,Q�D�ZHOO�SHQQHG�OHWWHU�KH�ZURWH�WR�3UHVLGHQW�
<RZHUL�0XVHYHQL� DIWHU� WKH� �����3UHVLGHQWLDO� HOHFWLRQV��0U��%LGDQGL�6VDOL�ZKR�ZDV�RQH�RI�
WKH�SUHVLGHQWLDO�FDQGLGDWHV��VWDWHG�WKDW�WKH�UHVXOWV�RI�WKH������HOHFWLRQV�²FUHDWHG�GHVSDLU�DQG�
GLVHQFKDQWPHQW�RYHU�HOHFWLRQV�LQ�WKH�FRXQWU\�IRU�PDQ\�8JDQGDQV³��+H�UHPLQGHG�WKH�3UHVLGHQW�
WKDW�KH�LV�²VR�LPEXHG�ZLWK�PLOLWDU\�SRZHUV�WKDW�FRQYLQFH�KLP�WKDW�KH�ZLOO�EH�DEOH�WR�SUHVLGH�
RYHU�D�SROLFH�VWDWH�KH�FUHDWHG�SLWFKHG�RQ�SDWURQDJH�� WKH�PLJKW�RI� WKH�JXQ�DQG�WKH�SRZHU�RI�
PRQH\³��+RZHYHU��0U��%LGDQGL�6VDOL�UHPLQGHG�WKH�3UHVLGHQW�WKDW�²WKH�VXVWDLQDELOLW\�RI�VXFK�D�
VWDWH�LV�QRW�ERUQH�RXW�E\�DQ\�H[DPSOH�LQ�UHFHQW�KLVWRU\³��$ERYH�DOO��0U��%LGDQGL�6VDOL�DSSHDOHG�
WR�WKH�3UHVLGHQW�WR�²WU\�DQG�GHYHORS�D�QHZ�VWDQFH�WRZDUGV�WKH�RSSRVLWLRQ�LQ�8JDQGD³��7KDW�KH�
VKRXOG�VWDUW�FRQVLGHULQJ�WKH�OHDGHUV�RI�RWKHU�SROLWLFDO�SDUWLHV�DV�FROOHDJXHV�DQG�QRW�DV�HQHPLHV�
²Y\LQJ�WR�VQDWFK�KLV�SRZHU��KLV�PXWXDO�GHHS�URRWHG�DEKRUUHQFH³�7KH�'DLO\�0RQLWRU��7XHVGD\��
0DUFK� ��� ������ ²%LGDQGL� 6VDOLµV� /HWWHU� WR� 3UHVLGHQW�0XVHYHQL� DIWHU� ����� 3ROOV³��0RQLWRU�
3XEOLFDWLRQV��S�������

7KHVH�ZHUH�ZRUGV�RI�D�ZLVH�PDQ�LQGHHG��&LWL]HQV�VKDUHG�WKH�VDPH�VHQWLPHQWV�LQ�WKHLU�
FRPPHQWV�RQ�WKHLU�DVSLUDWLRQV�IRU�D�EHWWHU�8JDQGD�GXULQJ�WKH�UHFHQW�VWXG\�RQ�´8JDQGD�#������
7KH\�ZRXOG�OLNH�WR�VHH�JRRG�DQG�FDULQJ�OHDGHUVKLS�IRU�8JDQGD��7R�PRVW��JRRG�OHDGHUVKLS�LV�
SUHGLFDWHG�RQ�WKH�UHVWRUDWLRQ�RI�WKH�SUHVLGHQWLDO�WHUP�OLPLWV�WR�FXUE�WKH�WHQGHQF\�IRU�OHDGHUV�
WR�RYHUVWD\�LQ�SRZHU��ZKLFK�WKH\�VD\�OHDGV�WR�DEXVHV�DQG�WKH�QHHG�WR�FRPEDW�FRUUXSWLRQ�PRVW�
HVSHFLDOO\� ZKHUH� DWWHQWLRQ� KDV� WHQGHG� WR� IRFXV� RQ� LQGLFWLQJ� VPDOO� WKLHYHV� ZKLOH� VKLHOGLQJ�
WKRVH�ZLWK�FRQQHFWLRQV�WR�WKH�3UHVLGHQW��,Q�DGGLWLRQ��WKHUH�ZDV�D�FDOO�IRU�D�PRUH�WUDQVSDUHQW�
DQG� DFFRXQWDEOH� HOHFWRUDO� V\VWHP� UDWKHU� WKDQ� RQH� EHKROGHQ� WR� WKH� LQFXPEHQW��7R�8JDQGDQ�
FLWL]HQV��WKH�SRRU�GRZQZDUG�DFFRXQWDELOLW\�RI�HOHFWHG�OHDGHUV�ZDV�D�FRQFHUQ�WKDW�ZDV�SDUWO\�
DWWULEXWHG�WR�SDUWLVDQ�HOHFWRUDO�V\VWHPV�DQG�SURFHVVHV�ZKLFK�LQ�WXUQ�KDYH�UHVXOWHG�LQ�SURGXFLQJ�
XQFDULQJ��LQHIIHFWXDO�OHJLVODWRUV�DQG�XQDFFRXQWDEOH�H[HFXWLYH�OHDGHUV��8QOHVV�WKH�PDQLSXODWLYH�
SDUWLVDQ� WUHQGV� WKDW� UHSURGXFH� WKHP�DUH� UHYHUVHG�� WKH�FRXQWU\�ZLOO� FRQWLQXH�GRZQZDUG� LQWR�
QRQ�GHPRFUDF\�DQG��XOWLPDWHO\��W\UDQQ\��

$V�GHPRQVWUDWHG�E\�WKH�VWDWHPHQW��²LW�DOO�EHJLQV�ZLWK�XV³��LQ�WKH�8JDQGD�#����3URMHFW�
FRQGXFWHG� LQ� ������ LQ� RUGHU� WR� SUHSDUH�8JDQGD� IRU� VXVWDLQDEOH� GHYHORSPHQW� LQ� WKH� IXWXUH��
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FLWL]HQV�PXVW� HQJDJH� LQ� UHFRQVWUXFWLRQ� RI� WKH� VWDWH� WKURXJK� SURSHU� FRQVWLWXWLRQ�PDNLQJ� WR�
SURYLGH� JRYHUQDQFH� DQG� UHVRXUFH� DOORFDWLRQ� V\VWHPV� WKDW� PLQLPL]H� SROLWLFDO� RSSRUWXQLVP��
HQKDQFH�LQGLJHQRXV�HQWUHSUHQHXUVKLS��PD[LPL]H�ZHDOWK�FUHDWLRQ��SURPRWH�SHDFHIXO�FRH[LVWHQFH�
RI�SRSXODWLRQ�JURXSV��DQG�JHQHUDOO\�LQFUHDVH�WKH�QDWLRQDO�ZHOIDUH�

5HIHUHQFHV�
$FHPRJOX��'��DQG�5RELQVRQ�-����������:K\�1DWLRQV�)DLO��WKH�2ULJLQV�RI�3RZHU��3URVSHULW\�DQG�

3RYHUW\��$PD]RQ�

$KLNLUH��-���2SRORW��6��-���DQG�0DGDQGD��$����������8JDQGD�#�����$PSOLI\LQJ�&LWL]HQVµ�9RLFHV��5HSRUW�
RI�&LWL]HQVµ�'LDORJXH�RQ��´7KH�8JDQGD�,�ZDQW�WR�VHHµ��&HQWUH�IRU�%DVLF�5HVHDUFK�:RUNLQJ�3DSHU�
1R������

$SWHU��'�(����������7KH�SROLWLFDO�NLQJGRP�LQ�8JDQGD��D�VWXG\�LQ�EXUHDXFUDWLF�QDWLRQDOLVP����QG�HG���
3ULQFHWRQ���1�-���3ULQFHWRQ�8QLYHUVLW\�3UHVV��

%DU\D��-����������²7KH�0DNLQJ�RI�8JDQGDµV������&RQVWLWXWLRQ��$FKLHYLQJ�&RQVHQVXV�E\�/DZ"³�-XQH�
�GUDIW��

%DU\D��-����������'HPRFUDF\�DQG�FXOWXUH�LQ�8JDQGD��UH¿�HFWLRQV�RQ�WKH��QRQ�UHVWRUDWLRQ�RI�WKH�$QNROH�
PRQDUFK\��(DVW�$IULFDQ�-RXUQDO�RI�3HDFH�	�+XPDQ�5LJKWV������������

%LNDDNR��:����������$QWL�&RUUXSWLRQ�6WUXJJOHV�LQ�8JDQGD��5HLQIRUFLQJ�LQVWLWXWLRQV�RI�3XEOLF�
$FFRXQWDELOLW\�LQ�WKH������&RQVWLWXWLRQ��&%5�:RUNLQJ�3DSHU��1R����

%XFKQDQ��-��0����������7KH�'RPDLQ�RI�&RQVWLWXWLRQDO�(FRQRPLFV��&RQVWLWXWLRQDO�3ROLWLFDO�(FRQRP\��
�����

(QJOHEHUW��3����������%RUQ�DJDLQ�%XJDQGD�RU�WKH�OLPLWV�RI�WUDGLWLRQDO�UHVXUJHQFH�LQ�$IULFD��-RXUQDO�RI�
0RGHUQ�$IULFDQ�6WXGLHV�����������������

(UJDV��=����������,Q�6HDUFK�RI�'HYHORSPHQW��6RPH�'LUHFWLRQV�IRU�)XUWKHU�,QYHVWLJDWLRQ��7KH�-RXUQDO�
RI�0RGHUQ�$IULFDQ�6WXGLHV��9RO������1R�����SS�����������

-RKDQQHVVHQ��&����������.LQJVKLS�LQ�8JDQGD��WKH�UROH�RI�WKH�%XJDQGD�NLQJGRP�LQ�8JDQGDQ�SROLWLFV�
&0,��1RUZD\�0DNHUHUH�8QLYHUVLW\��2FWREHU�

-RKDQQHVVHQ��&����������7KH�5HVWRUDWLRQ�RI�NLQJVKLS�LQ�8JDQGD��D�FRPSDUDWLYH�VWXG\�RI�%XJDQGD�DQG�
$QNROH��0$�7KHVLV��'HSDUWPHQW�RI�&RPSDUDWLYH�3ROLWLFV��8QLYHUVLW\�RI�%HUJHQ��

.DUXJLUH��6��5����������5RRWV�RI�LQVWDELOLW\�LQ�8JDQGD���QG�HG���.DPSDOD��)RXQWDLQ�3XEOLVKHUV��

.D\XQJD��6�6����������7KH�QR�SDUW\�V\VWHP�RI�GHPRFUDF\�DQG�WKH�PDQDJHPHQW�RI�HWKQLF�FRQ¿�LFWV�
LQ�8JDQGD��3K�'��7KHVLV��*UDGXDWH�6FKRRO�RI�,QWHUQDWLRQDO�'HYHORSPHQW�6WXGLHV��5RVNLOGH�
8QLYHUVLW\��5RVNLOGH��

.D\XQJD��6��6����������7KH�IHGHUR��IHGHUDOLVP��GHEDWH�LQ�8JDQGD��:RUNLQJ�3DSHU�1R������.DPSDOD��
&HQWUH�IRU�%DVLF�5HVHDUFK��

.LPHQ\L��0��6��DQG�0EDNX��-��0�����������HGV����,QVWLWXWLRQV�DQG�&ROOHFWLYH�&KRLFH�LQ�'HYHORSLQJ�
&RXQWULHV��$SSOLFDWLRQV�RI�WKH�7KHRU\�RI�3XEOLF�&KRLFH��$OGHUVKRW��8.�DQG�%URRN¾�HOG��97��
$VKJDWH��

0EDNX��-��0����������*RYHUQDQFH��:HDOWK�&UHDWLRQ��DQG�'HYHORSPHQW�LQ�$IULFD��7KH�&KDOOHQJHV�DQG�
WKH�3URVSHFWV����������>RQOLQH@�85/��KWWS���ZHE�DIULFD�X¿��HGX�DVT�Y��Y�L�D��KWP��GRZQORDGHG�RQ�
���������DW�����30��



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

0EDNX��-��0����������,PSURYLQJ�$IULFDQ�3DUWLFLSDWLRQ�LQ�WKH�*OREDO�(FRQRP\��7KH�5ROH�RI�(FRQRPLF�
)UHHGRP��%XVLQHVV�	�WKH�&RQWHPSRUDU\�:RUOG��9RO������1R�����SS����������

0EDNX��-��0����������&RUUXSWLRQ�DQG�WKH�&ULVLV�RI�,QVWLWXWLRQDO�5HIRUPV�LQ�$IULFD��/HZLVWRQ��1�<���
7KH�(GZLQ�0HOOHQ�3UHVV��

0EDNX��-��0����������,QVWLWXWLRQV�DQG�5HIRUP�LQ�$IULFD��7KH�3XEOLF�&KRLFH�3HUVSHFWLYH��:HVWSRUW��&7��
3UDHJHU�

0XJDMX��-����������$Q�KLVWRULFDO�EDFNJURXQG�WR�8JDQGDµV�QR�SDUW\�GHPRFUDF\��,Q�1R�SDUW\�GHPRFUDF\�
LQ�8JDQGD��P\WKV�DQG�UHDOLWLHV��-XVWXV�0XJDMX�DQG�-��2ORND�2Q\DQJR��HGV���.DPSDOD��)RXQWDLQ�
3XEOLVKHUV��

0XMDMX��$��%����������&RQVWLWXHQF\�$VVHPEO\�(OHFWLRQV�LQ�7RRUR��'HSDUWPHQW�RI�3ROLWLFDO�6FLHQFH�DQG�
3XEOLF�$GPLQLVWUDWLRQ��0DNHUHUH�8QLYHUVLW\��0LPHR�

0XWLEZD��3��0����������8JDQGD�VLQFH�LQGHSHQGHQFH��D�VWRU\�RI�XQIXO¾�OOHG�KRSHV��/RQGRQ��+XUVW�	�
&RPSDQ\�/WG��

1\DQJDE\DNL�%����������/HJDO�DQG�3ROLF\�)UDPHZRUNV�IRU�&LWL]HQ�3DUWLFLSDWLRQ�LQ�(DVW�$IULFD��GR�WKH\�
FUHDWH�3RWHQWLDO�IRU�,PSURYHG�*RYHUQDQFH"��&%5�:RUNLQJ�3DSHU�1R������.DPSDOD�

2NXNX��-����������(WKQLFLW\��6WDWH�SRZHU�DQG�WKH�'HPRFUDWLVDWLRQ�SURFHVV�LQ�8JDQGD��'LVFXVVLRQ�
3DSHU�����8SSVDOD��1RUGLVND�$IULNDLQVWLWXWHW��

2ORND�2\DQJR��-����������&DMROLQJ�WKH�6WDWH�LQ�8JDQGD��$QDO\VLQJ�WKH�,Q¿�XHQFH�RI�1$:28�DQG�
+85,1(7�RQ�WKH�)RUPXODWLRQ�RI�*RYHUQPHQW�3ROLF\��&%5�:RUNLQJ�3DSHU�1R����������

2ORND�2Q\DQJR��-����������2Q�WKH�%DUULFDGHV��&LYLO�6RFLHW\�DQG�WKH�5ROH�RI�+XPDQ�5LJKWV�DQG�
:RPHQµV�2UJDQLVDWLRQV�LQ�WKH�)RUPXODWLRQ�RI�WKH�%LOOV�RI�5LJKWV�RI�8JDQGDµV������&RQVWLWXWLRQ��
&%5�:RUNLQJ�3DSHU�1R�������

2ORND�2Q\DQJR��-����������²7KH�TXHVWLRQ�RI�%XJDQGD�LQ�FRQWHPSRUDU\�8JDQGDQ�SROLWLFV³�-RXUQDO�RI�
&RQWHPSRUDU\�$IULFDQ�6WXGLHV����������������

2SRORW��6��-����������'HEXQNLQJ�WKH�%LDV�LQ�&XOWXUH�DQG�:RPHQµV�5LJKWV�'LVFRXUVHV�LQ�$IULFD��
.DPSDOD ,QWHUQDWLRQDO�8QLYHUVLW\�-RXUQDO�RI�6RFLDO�6FLHQFHV��9RO�����1R����

5XNRRNR��$��%����������%XJDQGDµV�TXHVW�IRU�VHOI�GHWHUPLQDWLRQ��SRVVLELOLWLHV�DQG�FKDOOHQJHV�WR�WKH�
XQLYHUVDO�LQWHUSUHWDWLRQ�RI�KXPDQ�ULJKWV��8QSXEOLVKHG���

5RGULJXHV��&��)U����������1RUWKHUQ�8JDQGD��WKH�UROH�RI�WKH�UHOLJLRXV�OHDGHUV���KWWS���F�U�RXU�ZRUN�
DFFRUG��GRZQORDGHG�RQ���6HSWHPEHU������DW������SP�

7DPDOH��6����������:KHQ�+HQV�%HJLQ�WR�&URZ��*HQGHU�DQG�3DUOLDPHQWDU\�3ROLWLFV�LQ�8JDQGD��
%RXOGHU��:HVWYLHZ�

6HPSHEZD���(��)����������)DLUQHVV�LQ�(OHFWLRQV���(VVHQFH�DQG�WKH�5XOHV��$�SDSHU�GHOLYHUHG�WR�D�
&RQVWLWXWLRQDO�6HPLQDU�KHOG�DW�WKH�/DZ�'HYHORSPHQW�&HQWUH��.DPSDOD����VW�����QG�RI�0D\�������

7ULSS��$��0�����������:RPHQ�DQG�3ROLWLFV�LQ�8JDQGD��8QLYHUVLW\�RI�:LVFRQVLQ�3UHVV�

7KH�5HSXEOLF�RI�8JDQGD���������8JDQGD�1DWLRQDO�&XOWXUDO�SROLF\��$�FXOWXUDOO\�9LEUDQW��&RKHVLYH�DQG�
3URJUHVVLYH�1DWLRQ��0LQLVWU\�RI�*HQGHU��/DERXU�DQG�6RFLDO�'HYHORSPHQW��.DPSDOD�

:DJQHU��5��(��DQG�*ZDUWQH\��-��'���������²3XEOLF�&KRLFH�DQG�&RQVWLWXWLRQDO�2UGHU³��,Q�-��
'�*ZDUWQH\��DQG�5��(��:DJQHU��HGV���3XEOLF�&KRLFH�DQG�&RQVWLWXWLRQDO�(FRQRPLFV��*UHHQZLFK��
&7��-$,�3UHVV��SS��������
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:RUOG�%DQN���������$FFHOHUDWHG�'HYHORSPHQW�LQ�6XE�6DKDUDQ�$IULFD��$Q�$JHQGD�IRU�$FWLRQ��
:DVKLQJWRQ��'�&���7KH�:RUOG�%DQN�

:ULJOH\��&����������.LQJVKLS�DQG�VWDWH��WKH�%XJDQGD�G\QDVW\��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�

1HZVSDSHUV

7KH�'DLO\�0RQLWRU��7XHVGD\�0DUFK����������%LGDQGL�6VDOLµV�/HWWHU�WR�3UHVLGHQW�0XVHYHQL�DIWHU������
3ROOV��0RQLWRU�3XEOLFDWLRQV�


