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7KH� *RRG�� %DG� DQG� 8JO\� RI� $GPLQLVWUDWLYH� 5HIRUPV� LQ� $IULFD��
'LVFRXUVH��3ROLF\�&RQWURYHUVLHV�DQG�3ROLF\�2ULHQWDWLRQV

-RKQ�:��)RUMH�
&$5$'�&DPHURRQ

$EVWUDFW

7KH�DUWLFOH�UHYLVLWV�WKURXJK�D�SROLF\�DQDO\VLV�WKH�RQ�JRLQJ�GHEDWH�RQ�WKH�PDMRU�VWUXFWXULQJ�
RI�DGPLQLVWUDWLYH�UHIRUPV�VR�EDGO\�QHHGHG�WR�PRYH�$IULFD�IURP�D�EDFNZDUG�WR�D�VHUYLFH�
GHOLYHU\� VRFLHW\��&ULWLFDOO\� DQG�DQDO\WLFDOO\� LW� GHOYHV� LQWR� SROLF\� RULHQWDWLRQV� RYHU� WKH�
SDVW�GHFDGHV�ZLWK�WKH�DWWHPSW�WR�UHODWH�WKHP�WR�WKH�DGYRFDF\�DQG�VWUDWHJLHV�GHYHORSHG�
E\�GLIIHUHQW�QHWZRUNV�DQG�SROLF\�FRPPXQLWLHV� WR�FUDIW�DQ�DGPLQLVWUDWLYH�VWUXFWXUH� WKDW�
DGHTXDWHO\�UHVSRQG�WR�WKH�QHHGV�RI�WKH�FRQWLQHQW��7KH�DQDO\VLV�UHYHDOV�LQ�SDUWLFXODU�WKH�
FUXFLDO� FRQWULEXWLRQ� RI� WKH� ²3RZHU� RI� 3ROLWLFLVDWLRQ³� RI� WKH� DGPLQLVWUDWLYH� VWUXFWXUH��
DQG� VKRZV� KRZ� LW� FRQWULEXWHV� WRZDUGV� XQGHUGHYHORSPHQW� DQG� QRW� WKH� VXVWDLQDEOH�
WUDQVIRUPDWLRQ�RI�WKH�FRQWLQHQW�WR�HQVXUH�TXDOLW\�OLYHOLKRRG�RI�WKH�FLWL]HQV��)RUMH�DUJXHV�
WKDW� DGPLQLVWUDWLYH� UHIRUPV� LQ� $IULFD� UHTXLUH� FRPSUHKHQVLYH� ´GHSROLWLFLVDWLRQµ� DQG�
´FRQVWUXFWLYH�HQJDJHPHQWµ�ZLWK�FLYLO�VRFLHW\�DQG�WKH�SULYDWH�VHFWRU��,Q�RUGHU� WR�KDYH�D�
V\VWHP�ZLWK�SURSHU�RXWSXW� IXQFWLRQV� WKDW� VLJQL¾�FDQWO\� LPSDFWV�RQ� WKH�ZHOOEHLQJ�RI� WKH�
SHRSOH�DV�ZHOO�DV�PRYHV�WKH�FRQWLQHQW�IRUZDUG��3ROLWLFLVDWLRQ�RI�WKH�DGPLQLVWUDWLRQ�OHDGV�
WR� FRUUXSWLRQ�� SRRU� RXWSXW� VHUYLFHV� EOHHGLQJ� WKH� FRQWLQHQW� WR� GHDWK�� LW� SUHYHQWV� RWKHU�
JURXSV�RU�RSLQLRQV�FRQFHUQHG�ZLWK�PRUH�LQWUDFWDEOH�VRFLDO��HFRQRPLF�DQG�SROLWLFDO�LVVXHV�
IURP� HQJDJLQJ� VXFFHVVIXOO\� LQ� WKH� SROLF\� SURFHVV� IRU�PHDQLQJIXOO\� WDLORUHG� VWUXFWXUDO�
UHIRUPV��*RRG�JRYHUQDQFH�DQG�WKH�UXOH�RI�ODZ�DUH�QHHGHG�IRU�DQ�HIIHFWLYH�ZHOO�IXQFWLRQLQJ�
DGPLQLVWUDWLYH�VHW�XS�

.H\ZRUGV��� 3ROLFHV��3ROLWLFDO�HQYLURQPHQW��$GPLQLVWUDWLYH�VHW�XS��4XDOLW\�ZHOO�EHLQJ��
6HUYLFHV�GHOLYHU\��%HVW�SUDFWLFHV��

,QWURGXFWLRQ

$V�D�ZD\�RI�VHWWLQJ�D�VFHQH�IRU�WKLV�SDSHU��WKH�DXWKRU�TXRWHV�NH\�PHVVDJHV�EX\�RWKHU�VFKRODUV�DQG�
EHOLHYHV�WKDW�WKHVH�LGHDV�JLYHV�WKH�UHDGHU�D�FRQWH[W�WR�XQGHUVWDQG�WKH�NH\�DUJXPHQW�RI�WKH�SDSHU��
$V�&DVWUHH�������������QRWHG��²3ROLF\�LV�WRR�SROLWLFDO�°�WRR�PXFK�SRZHU�DQG�YDOXHV�°�WR�EH�VLPSO\�
SDVVHG�RII�DV�D�GRPDLQ�RI�WHFKQLFDO�MXGJPHQWV�DQG�SUDFWLFHV³��0HDQLQJ�WKDW�²REWDLQLQJ�WKH�WUXWK�
DERXW�DGPLQLVWUDWLYH�UHIRUPV�LQ�$IULFD�LV�DQ�HOXVLYH�JRDO�DQG�XQIRUWXQDWHO\�LW�LV�SULQFLSDOO\�EDVHG�
RQ�SHUFHSWLRQV�WKDW�DUH�¿�RRGHG�ZLWK�WKH�DUVHQDO�RI�FRUUXSWLRQ�DQG�EDG�SUDFWLFHV��$GPLQLVWUDWLRQ�
LQ�$IULFD�LV�QRW�´KXPDQ�IRFXVHG³�KHQFH�WKH�IDLOXUH��$GPLQLVWUDWLYH�UHIRUPV�QHHG�D�QHZ�FULWLFDO�
SDUDGLJP�DQG�VKLIW�LQ�PLQG�VHW�IRU�TXDOLW\�VHUYLFHV�GHOLYHU\�WKDW�SURGXFHV�TXDOLW\�OLYHOLKRRG�RI�
WKH�FLWL]HQV³��)RUMH��&$5$'��%DOL�1\RQJD��������

$GPLQLVWUDWLRQ�LV�WKH�RXWSXW�IXQFWLRQV�RI�JRYHUQPHQW�WKDW�LPSDFWV�SRVLWLYHO\�RU�QHJDWLYHO\�
RQ�WKH�ZHOOEHLQJ�FLWL]HQV��3URSHU�DGPLQLVWUDWLRQ�LV�D�PDMRU�FRPPRGLW\�WKDW�JHQHUDWHV�HQRUPRXV�
EHQH¾�WV� IRU� DQ\� VRFLHW\��%DG�DGPLQLVWUDWLRQ�GHVWUR\V� WKH�FRXQWU\��7KHUHIRUH�PDMRU�SRVLWLYH�
VWUXFWXUDO� DGPLQLVWUDWLYH� UHIRUPV� VKRXOG�EH� FRQVLGHUHG� D� JUHDW� GHYHORSPHQW� RSSRUWXQLW\� WR�
D�WUDQVLWLRQ�FRQWLQHQW�OLNH�$IULFD�DQG�DV�WKH�EDVLV�IRU�WUDQVLWLRQ�IURP�D�EDFNZDUG�WR�D�VHUYLFH�
GHOLYHU\�SROLW\�
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3ROLWLFV�DQG�JRYHUQDQFH�FDQQRW�EH�YDOXH� IUHH��1R�JRYHUQPHQW�FDQ� IXQFWLRQ�HI¾�FLHQWO\�
DQG� HIIHFWLYHO\�ZLWKRXW� D� VHW� RI� GLUHFWLYHV� WKDW�ZLOO� VWHHU� LW� LQ� WKH� GLUHFWLRQ�ZKLFK� VRFLHW\�
H[SHFWV�LW�WR�PRYH��$OWKRXJK�JRYHUQPHQWV�KDYH�GLIIHUHQW�FXOWXUDO��SROLWLFDO��DQG�DGPLQLVWUDWLYH�
HQYLURQPHQWV��WKH\�RIWHQ�FRQIURQW�VLPLODU�HWKLFDO�FKDOOHQJHV��DQG�WKH�UHVSRQVHV�LQ�WKHLU�HWKLFV�
PDQDJHPHQW� VKRZ� FRPPRQ� FKDUDFWHULVWLFV��$� VLOYHU� OLQLQJ� WKDW� UXQV� WKURXJK� LV�PRUDO� DQG�
HWKLFV��(WKLFV� LQYROYHV�PRUH� WKDQ�DFWLQJ� LQ�DFFRUGDQFH�ZLWK� WKH� ODZ�� �$QGUHZV�������������
,W�SHUWDLQV� WR� WKH�UHDOLW\�DQG�DWWLWXGH�ZLWK�ZKLFK�DQ�DFWLRQ�LV� WDNHQ��7R�WKLV�)R[�DQG�0H\HU�
���������� GH¾�QH� HWKLFV� DV� ´WKH� SURFHVV� E\�ZKLFK�ZH� FODULI\� ULJKW� IURP�ZURQJ� DQG� DFW� RQ�
ZKDW�ZH�WDNH�WR�EH�ULJKW��L�H��D�VHW�RU�V\VWHP�RI�PRUDO�SULQFLSOHV�WKDW�LV�JHQHUDOO\�DSSOLHG��$�
FRXQWU\�QHHGV�D�WHDP�RI�GHGLFDWHG�DQG�FRPPLWWHG�SXEOLF�VHUYLFH�VHUYDQWV�WR�HQVXUH�WKH�SURSHU�
WUDQVPLVVLRQ�RU�WUDQVODWLRQ�RI�JRYHUQPHQW�SROLFLHV�LQWR�DFKLHYDEOH�VHUYLFHV�PHHWLQJ�WKH�EDVLF�
QHHGV�RI�WKH�SHRSOH��*RYHUQPHQW�LV�MXGJHG�E\�LWV�RXWSXW�VHUYLFH�UHQGHUHG�E\�WKH�SXEOLF�VHUYLFH�
VHUYDQWV��7KDW�LV�ZK\�D�ZHOO�VWUXFWXUHG��WUDLQHG�DQG�IXQFWLRQDO�SXEOLF�VHUYLFH�DGPLQLVWUDWLRQ�
�36$��LV�WKH�NH\�WR�WKH�FKDQJH��SURJUHVV��GHYHORSPHQW�DQG�VXVWDLQDELOLW\��&3'6��RI�VHUYLFHV�
GHOLYHU\�LQ�DQ\�VRFLHW\�

7KH� IRFXV�RI� WKH�SDSHU� LV� WR� DQDO\WLFDO� FRQWH[WXDOLVH� DW� WKH� FRPPLWPHQW� WR� WKH�SXEOLF�
LQWHUHVW�DV�D�IXQFWLRQ�RI�WKH�LQVWLWXWLRQDO�UROH�RI�JRYHUQPHQW�RU�SXEOLF�RI¾�FLDOV�DQG�RI�WKH�HWKRV�
RI�SXEOLF�VHUYLFH�WKDW�WKLV�UROH�HQWDLOV�LQ�GHOLYHU\�TXDOLW\�VHUYLFHV�WR�WKH�SHRSOH��,Q�VKRUW��LW�ORRNV�
WR�WKH�JRYHUQPHQW�IXO¾�OOLQJ�LWV�VKDUH�RI�WKH�VRFLDO�FRQWUDFW�ZLWK�WKH�SHRSOH�WKURXJK�LWV�RXWSXW�
IXQFWLRQV�WUDQVODWHG�LQWR�VHUYLFHV�GHOLYHU\�DQG�HYHQWXDOO\�LPSURYLQJ�WKH�TXDOLW\�OLYHOLKRRG�RI�
WKH�SHRSOH��:KDW�LV�WKH�HWKLFDO�EHKDYLRXU�RI�JRYHUQPHQW�WRZDUGV�DFKLHYLQJ�VHW�JRDOV"�7KRXJK�
RSLQLRQV�PD\�GLIIHU�RQ�ZKDW�FRQVWLWXWHV�HWKLFDO�EHKDYLRXU��LW�LV�XVXDOO\�DFFHSWHG�WR�FRQIRUP�WR�
VRFLDO�QRUPV�DQG�YDOXHV�ZKLFK�LQFOXGH�DV�GHSLFWHG�KHUH�LQ�DWWDLQLQJ�TXDOLW\�OLYLQJ�VWDQGDUGV�
IRU� WKH� FRPPRQ� JRRG� LOOXVWUDWHG� RQ�7DEOH� ��� (WKLFDO�%HKDYLRXU�� 6RFLDO�1RUPV� DQG�9DOXHV�
/HDGLQJ� WR�4XDOLW\�/LYHOLKRRG� SUHVHQWLQJ� LVVXHV� LQYROYHG��7KH� SDSHU� HTXDOO\� KDPPHUV� RQ�
WKH�LPSDUWLDOLW\�RI�WKH�SXEOLF�VHUYLFH�VHFWRU��$�SXEOLF�VHUYLFH�DGPLQLVWUDWLRQ�YRLG�RI�SROLWLFDO�
SDUW\� LQWHUIHUHQFHV� LV�PRUH� OLNHO\� WR�GHOLYHU\�EHWWHU� TXDOLW\� VHUYLFHV� WR� WKH�SRSXODWLRQ� WKDQ�
RQH�LQJUDLQHG�ZLWK�DQG�XQKRO\�PDUULDJH�EHWZHHQ�WKH�SXEOLF�VHUYLFH�DQG�WKH�UXOLQJ�SROLWLFDO�
SDUW\��7KHUHIRUH�� WKH� SDSHU� VWUHVVHV� RQ� VRPH� RI� WKH� EDVLF� YDOXHV� DQG� SULQFLSOHV� JRYHUQLQJ�
SXEOLF�LQVWLWXWLRQ�ZKLFK�VKRXOG�LQFOXGH���D��DFFRXQWDELOLW\���E��LPSDUWLDOLW\���F��GHYHORSPHQW�
RULHQWDWLRQ��SURIHVVLRQDOLVP�DQG�HWKLFV���G��GHPRFUDWLF�YDOXHV�DQG�WKH�VHSDUDWLRQ�RI�WKH�SXEOLF�
VHUYLFH�IURP�SDUW\�SROLWLFV��$Q�LQGHSHQGHQW�SXEOLF�VHUYLFH�UHTXLUHV�LQFHQWLYHV��UHZDUGV��FDUURWV�
DQG�WKH�VWLFN�WR�PDNH�LI�HI¾�FLHQW�DQG�HIIHFWLYH�LQ�SURYLGLQJ�WKH�QHHGHG�VHUYLFHV�UHTXLUHG�RI�LW�



-RKQ�:��)RUMH

7DEOH����(WKLFDO�%HKDYLRXU��6RFLDO�1RUPV�DQG�9DOXHV�/HDGLQJ�WR�4XDOLW\�/LYHOLKRRG
� � � � +RQHVW\�

� � � � +XPDQHQHVV� � /HDGHUVKLS�

� � � � )UHHGRP��������       `�/HJLWLPDF\�

                `�� 'HFHQF\�� � �5HVSRQVLELOLW\�

(WKLFDO�%HKDYLRXU� � )UHHGRP�� � ��$FFRXQWDELOLW\�    `

6RFLDO�1RUPV�DQG�9DOXHV� � +RSH� &RPPLWPHQW� � %HVW�ZD\�WKDW�WKH�LQWHUHVWV�

               ` )DLUQHVV�� � ��7UDQVSDUHQF\� � ��	�:HOIDUH�RI�6RFLHW\�DUH

� � -XVWLFH� � � ��7UXVW� �� � ���6HUYHG��DQG�OHDGLQJ�WR

� � � � ,QWHJULW\�� � ��&RQILGHQFH�    ` 4XDOLW\�/LYHOLKRRG�IRU�$//

� � � � 5HDVRQDEOHQHVV� � ��5HSUHVHQWDWLRQ�

� � � � 2UGHU�            `�3DUWLFLSDWLRQ�

'LVFLSOLQH�

3ROLWLFDO�QHXWUDOLW\�

6RXUFH��)RUMH�������

7KH� WDEOH� DERYH� SURYLGHV� WKH� IRXQGDWLRQ� IRU� DQ� HIIHFWLYH� DQG� HI¾�FLHQW� IXQFWLRQDO� SXEOLF�
VHUYLFH�WKDW�VHUYHV�WKH�LQWHUHVW�RI�DOO�QRW�RQO\�WKRVH�RI�WKH�PHPEHUV�RI�UXOLQJ�SROLWLFDO�SDUW\��
$Q� LQGHSHQGHQW� SXEOLF� VHUYLFH� VHFWRU� �L�H�� IUHH� IURP� SROLWLFDO� SDUW\�� UHOLJLRXV� DQG� HWKQLF�
LQWHUIHUHQFHV��� ZRXOG� HYDGH� SROLWLFDO� FRUUXSWLRQ� DQG� SURYLGH� TXDOLW\� VHUYLFHV� WR� FLWL]HQV��
*LOGHQKX\V�����������GH¾�QHV�SROLWLFDO�FRUUXSWLRQ�DV�´JRYHUQPHQW�FULPHVµ��LGHQWLI\LQJ�WKUHH�
IRUPV�RI�VXFK�FULPHV��QDPHO\���L��HOHFWLRQ�IUDXG���LL��RI¾�FLDO�YLROHQFH��DQG��LLL��LQVWLWXWLRQDO�
PLVFRQGXFW��0RVW� FRXQWULHV� RQ� WKH� FRQWLQHQW� DUH� ULGGHQ�ZLWK� WKHVH� YLFHV��7KH� YLUWXHV� RI� D�
IXQFWLRQDO� JRYHUQPHQW� UHVW� RQ� WKH� W\SH� RI� SXEOLF� VHUYLFH� FRQVWUXFW� DQG� WKH� W\SH� RI� SXEOLF�
VHUYLFH� °� FLYLO� VRFLHW\� °� SULYDWH� VHFWRU� SDUWQHUVKLSV� DQG� LWV� PLVVLRQ�RULHQWDWLRQ� DJHQGD��$�
GHFHQWUDOLVHG�SXEOLF� VHUYLFH� FRQWULEXWHV� WR� FUHDWLQJ� HI¾�FLHQF\� DQG� HIIHFWLYHQHVV�� DV�ZHOO� DV�
WKH�GHSROLWLFLVDWLRQ�RI�WKH�SURYLVLRQ�RI�VHUYLFHV�ZLWK�WKH�DFWLYH�LQYROYHPHQW�RU�SDUWLFLSDWLRQ�
RI�WKH�SHRSOH�ZLWK�WKH�HQG�UHVXOW�DQG�WKH�PDQQHU�LQ�ZKLFK�WKHLU�TXDOLW\�RI�OLYH�LV�SURPRWHG�DQG�
VXVWDLQHG�

6LQFH�LQGHSHQGHQFH�DQG�HVSHFLDOO\�ZLWKLQ�WKH�SDVW�FRXSOH�RI�\HDUV��QXPHURXV�UHVHDUFKHUV��
ORFDO�DQG�LQWHUQDWLRQDO�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV�KDYH�YRLFHG�VHULRXV�FRQFHUQV�DERXW�WKH�
LPSDFW�DQG�VRFLDO�GLVUXSWLRQ�RI�SRRU�DGPLQLVWUDWLYH�VHWXS�RQ�WKH�WUDQVIRUPDWLRQ�RI�WKH�FRQWLQHQW��
$QG�WRGD\��GHVSLWH�PDMRU�HIIRUWV�WR�UHVROYH�WKHVH�FRQFHUQV��WKH�GHEDWH�DERXW�WKH�VXVWDLQDELOLW\�
RI�$IULFDµV�DGPLQLVWUDWLYH�VHWXS�LV�VWLOO�ODUJHO\�XQUHVROYHG��7KH�FRQWLQHQW�LV�HQWUHQFKHG�LQ�SRRU�
DGPLQLVWUDWLYH�VHWXS��UHQGHULQJ�LWV�RXWSXW�VHUYLFHV�LQHI¾�FLHQW�DQG�LQHIIHFWLYH��KHQFH�WKHLU�IDLOXUH�
WR�DWWUDFW�IRUHLJQ�LQYHVWRUV��3RRU�DGPLQLVWUDWLRQ�LQKLELWV�WKH�VHFWRU�IURP�EHFRPLQJ�D�FKDQQHO�
IRU�D�YHULWDEOH�LQFRPH�JHQHUDWLRQ�LQSXW�IDFWRU�LQ�DFFHOHUDWLQJ�WKH�JURZWK�RI�WKH�HFRQRP\�DQG�
WKH�RYHUDOO�GHYHORSPHQW�RI�VRFLHW\��+HQFH��LPSURYHG�TXDOLW\�OLYHOLKRRG�LV�GHUDLOHG�
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$�ZHOO�IXQFWLRQDO�DQG�SURGXFWLYH�SXEOLF�DGPLQLVWUDWLRQ�LV�DQ�LQFRPH�JHQHUDWLQJ�VHFWRU�
LPSDFWLQJ�SRVLWLYHO\�RQ� WKH�GHYHORSPHQW�RI�VRFLHW\��7KH� LQWHQWLRQ�RI� WKLV�SDSHU� LV�QRW�RQO\�
WR� SDUWLFLSDWH� GLUHFWO\� LQ� WKH� GHEDWH� E\� DGGLQJ�PRUH� LQIRUPDWLRQ� LQ� VXSSRUW� RI� RQH� VLGH� RU�
WKH�RWKHU��EXW�DOVR�WR�UHYLVLW�LW�IURP�D�SROLF\�DQDO\VLV�SHUVSHFWLYH��,Q�VKRUW��WKH�REMHFWLYH�LV�WR�
LGHQWLI\�WKH�GLIIHUHQW�LQSXW�IDFWRUV�ZKLFK�KDYH�FRQWULEXWHG�WR�WKH�SROLF\�SURFHVV�RI�FKDQJH�WKDW�
KDYH�IUDPHG�WKH�GHYHORSPHQW�RI�SXEOLF�DGPLQLVWUDWLRQ�LQ�$IULFD�RYHU�WKH�GHFDGHV��7KH�IRFXV�
RI�WKH�GLVFRXUVH�LV�RQ�SROLF\�PHFKDQLVPV��SURFHVVHV�DQG�LQWHUDFWLRQV�EHWZHHQ�NH\�DFWRUV��IRU�
H[DPSOH��VWDWH�FLYLO�VRFLHW\�DQG�SULYDWH�VHFWRU��ZKLFK�KDYH�DQG�FRQWLQXH�WR�SOD\�D�PDMRU�UROH�
LQ�WKH�DJHQGD�VHWWLQJ�DQG�LQ�WKH�GH¾�QLWLRQ�DQG�DGRSWLRQ�RI�WKH�PDLQ�SROLF\�RULHQWDWLRQV�UHODWHG�
WR�VWUXFWXUDO�DGPLQLVWUDWLYH�UHIRUPV�LQ�$IULFD��6$5$���$V�D�UHVXOW��WKH�FRQFHSW�DQG�GLVFRXUVH�
UHPDLQV�SULPRUGLDO�DV�DQ�DFWLYH�DQG�FRQVWUXFWLYH�LQSXW�UROH�LQ�VKDSLQJ�WKH�SROLF\�DJHQGD��$�
ZHOO�WUDLQHG�SXEOLF�VHUYLFH�LV�SULPRUGLDO�LQ�HIIHFWLQJ�JRYHUQPHQW�SROLFLHV�

$SSDUHQWO\��WKH�GLVFRXUVH�RU�FRQFHSW�LV�ODUJHO\�LQ¿�XHQFHG�E\�ZKDW�'U\VHN����������VHHV�
DV� ´D� VKDUHG�ZD\�RI�DSSUHKHQGLQJ� WKH�ZRUOGµ��(PEHGGHG� LQ� ODQJXDJH� LW� HQDEOHV� WKRVH�ZKR�
VXEVFULEH� WR� LW� WR� LQWHUSUHW�ELWV�RI� LQIRUPDWLRQ�DQG�SXW� WKHP� WRJHWKHU� LQ�FRKHUHQW� VWRULHV�RU�
DFFRXQWV��(DFK�GLVFRXUVH�UHVWV�RQ�DVVXPSWLRQV��MXGJPHQWV��DQG�FRQWHQWLRQV�WKDW�SURYLGH�WKH�
EDVLF�WHUPV�RI�DQDO\VLV��GHEDWHV��DJUHHPHQWV�DQG�GLVDJUHHPHQWV��:KHQ�DSSOLHG�WR�WKH�GRPDLQ�
RI�SROLF\�SURFHVV�DQDO\VLV��WKLV�FRQFHSW�RI�GLVFRXUVH�UHYHDOV�LWVHOI�DV�D�SDUWLFXODU�SRZHUIXO�WRRO�
�%HQH�������������$�SRZHUIXO�SROLF\�WRRO�KDV�PHDQLQJ�RQO\�ZKHQ�D�WUDLQHG�IXQFWLRQDO�SXEOLF�
VHUYLFH�LV�LQ�SODFH�WR�WUDQVODWH�SROLFLHV�LQWR�UHDOLVDEOH�DFWLYLWLHV�WKDW�FRQWLQXRXVO\�LPSURYH�WKH�
ZHOIDUH�RI�FLWL]HQV��,QFLGHQWDOO\��WKHUH�DUH�PRUH�WUDLQHG�$IULFDQV�WRGD\�WKDQ�EHIRUH��EXW�TXDOLW\�
VHUYLFHV�GHOLYHU\�IDOOV�IDU�VKRUW�RI�ZKDW�LV�H[SHFWHG��3ROLWLFDO�LQWHUIHUHQFHV��LQHUWLD��JUHHG�DQG�
RWKHU�LPSHGLQJ�IDFWRUV�H[SUHVVHG�LQ�WKH�GLIIHUHQW�WDEOHV�DQG�FRQWHQWV�RI�WKLV�SDSHU�DFFRXQWV�IRU�
SRRU�RXWSXW�IXQFWLRQV�RI�WKH�JRYHUQPHQW��

&RQFHSWXDO�3UHPLVHV�RI�'HSDUWXUH

7KH�FRQFHSWXDO�SUHPLVHV�RI�GLVFRXUVH�EXLOG�RQ�WKH�²%ODPH�DQG�5HDOLW\³� WKHRULHV��,W�DUJXHV�
WKDW�WR�SRVLWLRQ�EODPH�RQ�LPSHULDOLVP��VODYHU\�DQG�FRORQLDOLVP���HYHQWV�WKDW�DUH�KLVWRU\��EOXUV�
WKH�DSSURDFK� WR�VHHNLQJ�EHVW�PDQDJHPHQW�SUDFWLFHV� LQ�DGGUHVVLQJ� WKH�SOHWKRUD�RI�SUREOHPV�
SODJXLQJ� WKH� FRQWLQHQW�� 5DWKHU�� UHVROYLQJ� WKH� FRQWLQHQWµV� GHEDFOHV� VKRXOG� GHSDUW� IURP� WKH�
SHUVSHFWLYH�RI�WKH�´UHDOLW\�WKHRU\µ��ZKDW�H[LVWV��DQG�ZKDW�VKRXOG�EH�GRQH�WR�DUUHVW�WKH�VLWXDWLRQ��
:H�GR�DGPLW�WKDW�LPSHULDOLVP�DQG�FRORQLDOLVP�FRQWULEXWHG�WR�WKH�XQGHUGHYHORSPHQW�RI�$IULFD�
�5RGQH\�� �������%XW� WKLV� LV� QRW� WKH� ULJKW� DSSURDFK� DQ\�PRUH� WR� VDOYDJLQJ�ZKDW� VKRXOG� EH�
FRUUHFWHG�DW�WKLV�SRLQW�LQ�WLPH�WR�FRQVWUXFW�D�EHWWHU�WRPRUURZ��

+DQJLQJ�RQ�WKH�´EODPH�WKHRU\µ�RQO\�SOD\V�LQWR�WKH�KDQGV�RI�WKH�RSSUHVVRUV�WR�FRQWLQXH�
GHUDLOLQJ�WKH�FRQWLQHQW��7KH�EODPH�WKHRU\�KDV�QR�URRP�LQ�VWDWH�FRQVWUXFW�RI�WKH���VW�FHQWXU\��
%XLOGLQJ�RQ�WKH�´UHDOLW\�WKHRU\µ�VKRZV�WKH�GHWHUPLQHG�HIIRUWV�RI�WKH�FRQWLQHQW�WR�PRYH�IRUZDUG�
LQ�WKH�ULJKW�GLUHFWLRQ��VHFXULQJ��KDUQHVVLQJ�DQG�HQKDQFLQJ�WKH�VRYHUHLJQW\�RI�WKH�SHRSOH��7KH�
WZR� SUHPLVHV� RI� GHSDUWXUH� OHDG� WR� GLIIHUHQW� VROXWLRQV� IRU� WKH� SXEOLF� VHUYLFH� UROH� LQ�$IULFD��
$IULFD��OLNH�WKH�UHVW�RI�WKH�ZRUOG��¾�QGV�LWVHOI�DW�D�SRLQW�ZKHUH�SXEOLF�FRQ¾�GHQFH�DQG�WUXVW�LQ�WKH�
VWDWH�LV�LQ�VHULRXV�GRXEW��$V�D�UHVXOW�RI�D�YDULHW\�RI�VKRUWFRPLQJV�LQ�WKH�PDQDJHPHQW�RI�SXEOLF�
DIIDLUV��WKH�VWDWH�KDV�EHFRPH�WKH�REMHFW�RI�ZLGHVSUHDG�GLVWUXVW��7KH�VLWXDWLRQ�UHTXLUHV�ERWK�IUHVK�
LGHDV�DQG�IUHVK�DSSURDFKHV�WR�WKH�WDVN�RI�PDQDJLQJ�GHYHORSPHQW��
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7KDW�LV�ZK\�D�EUHDN�IURP�WKH�́ EODPH�WKHRU\µ�DQG�D�ZHOFRPH�WR�WKH�́ UHDOLW\�WKHRU\µ�EHFRPHV�
LPSHUDWLYH� LQ�DGGUHVVLQJ� WKH� WDOO�RUGHU�DQG�DFFHSWLQJ� WKH�FKDOOHQJHV�ZKLFK�DUH� LQHYLWDEOH� LI�
$IULFD�LV�HYHU�JRLQJ�WR�¾�QG�LWVHOI�RQ�WKH�SOXV�VLGH�RI�WKH�GHYHORSPHQW�FRQWLQXXP�WR�D�EHWWHU�
IXWXUH��7KH�QRWLRQ�RI�OLYHOLKRRG�KDV�EHFRPH�HVVHQWLDO�LQ�GHYHORSPHQW�DSSURDFKHV��,WV�LQ¿�XHQFH�
IHOW�SDUWLFXODUO\�LQ�WKH�����V�ZKHQ�OLYHOLKRRG�HPHUJHG�DV�DQ�HVVHQWLDOO\�LPSRUWDQW�IDFWRU�LQ�
UHODWLRQ�WR�HQYLURQPHQWDO�FRQFHUQV�DQG�GLVFRXUVH��7KH�VNHWFK�DWWHPSW�WR�VXJJHVW�ZKDW�QHHGV�WR�
EH�FULWLFDOO\�SURSSHG�LQWR�DQG�WR�FKDUW�D�QHZ�FRXUVH�IURP�D�KROLVWLF�SHUFHSWLRQ�HQFRPSDVVLQJ�
WKH�YLVLEOH�FLUFOHV�LQ�ZKLFK�SHRSOH�OHDG�WKHLU�OLYHV�LV�JUDSKLFDOO\�VKRZQ�LQ�7DEOH��

7DEOH����7KH�%ODPH�DQG�5HDOLW\�7KHRULHV

(QWUHQFKHV�WKH�(XUR�FHQWULF�DSSURDFKHV�WR�GHYHORSPHQW��)DQ�WKH�SROLWLFV�RI�GLYLGH�DQG�UXOH��KDWUHG�DQG�HWKQLF�DQG�
UHOLJLRXV�GLYLGH��RU�DFFHOHUDWHV�WKH�SROLF\�RI�DVVLPLODWLRQ��'LVWRUWV��PLVGLUHFW�RXU�SHUFHSWLRQ�WR�WKH�XQGHUOLQLQJ�LVVXHV�
LQ�TXHVWLRQ��3HUSHWXDWHV�WKH�VWDWH�RI�XQGHUGHYHORSPHQW�DQG�DGYDQFHV�D�KLGGHQ�DJHQGD�

%ODPH�7KHRU\ &KDOOHQJHV�WKH�FRQWLQHQW�WR�DUWLFXODWH�DQG�DJJUHJDWH�DOWHUQDWLYH�SURFHVVHV�RI�FKDQJH��
,PSHULDOLVP��FRORQLDOLVP�WR�VWDWH�WKH�OHDVW��LV�KLVWRU\��EXW�$IULFD�PXVW�DGYDQFH���

WKDW�LPSHULDOLVP��FRORQLDOLVP��VODYHU\�HWF��ZDV�DQG�VWLOO�LV�ZURQJ��
(QKDQFHV� LWV� LQGHSHQGHQFH� DQG� VRYHUHLJQW\� DQG� HQVXUHV� RZQHUVKLS� RI� LWV�
GHYHORSPHQW��
0RELOLVDWLRQ�RI� WKH� SHRSOH� WKURXJK�DQ� LGHRORJLFDO� RULHQWDWLRQ��$IUR�FHQWULF� � IRU� D�
1HZ�6WDWH�FRQVWUXFW��

3D\LQJ�GXH�DWWHQWLRQ�WR�WKH�IHPDOH�JHQGHU�FRQWULEXWLRQ�WR�GHYHORSPHQW�
5HDOLW\�7KHRU\ &KDOOHQJHV� WKH� SHRSOH� WR� ORRN� LQWR� WKH� SDVW�� GUDZ� IURP� LWV� FXOWXUDO�� VRFLDO� DQG� � LQGLJHQRXV�

NQRZOHGJH�LVVXHV�WKDW�FDQ�EH�DGDSWHG�WR�PRGHUQ�GHYHORSPHQW���
7UHQGV� WR� JLYH� LWV� VSHFLILF� SDWWHUQ� RI� WUDQVIRUPDWLRQ� DQG� GUDZLQJ� IURP� EHVW�
PDQDJHPHQW�SUDFWLFHV�DURXQG�WKH�ZRUOG��
&UHDWHV� RSSRUWXQLWLHV� IRU� VHHNLQJ� DOWHUQDWLYH� DQG� WKH� EURDGHVW� SRVVLEOH� DOOLDQFH� WR�
FUDIW� D� FRPPRQ� FRKHUHQW� DSSURDFK� WR� ILQGLQJ� WKH� EHVW� VROXWLRQV� WR� LWV� XQGHU�
GHYHORSPHQW�SOLJKW�� �

6RXUFH��)RUMH�����

7KH�GLVFRXUVH�RQ�́ UHDOLW\µ�DQG�́ EODPHµ�LV�ZHOO�LOOXVWUDWHG�E\�*XWWR�����������H[WHQVLYHO\�TXRWHG�
LQ�WKLV�ZD\��²LW�LV�D�KLVWRULFDO�UHDOLW\�WKDW�$IULFD�KDV�FRQWULEXWHG�DQG�FRQGLWLRQV�WR�FRQWULEXWH�
VLJQL¾�FDQWO\�WR�WKH�ZHDOWK�RI�WKH�1RUWK��HVSHFLDOO\�(XURSH�DQG�1RUWK�$PHULFD��7KLV�LV�LQ�WKH�
IRUP�RI�PHQWDO�DQG�PDQXDO� ODERXU�DQG�QDWXUDO� UHVRXUFHV�� ,W� LV�DOVR�D� IDFW� WKDW� WKH�QHJDWLYH�
LPSDFW�RI� WUDQVFRQWLQHQWDO�VODYH�WUDGH�DQG�FRORQLDO�SOXQGHU� LV�VWLOO�EHLQJ�IHOW� LQ�$IULFD��,W� LV�
ZURQJ�DQG�D�KLVWRULFDO�WR�VD\�RU�EH�WROG�QRW�WR�EODPH�VODYHU\��FRORQLDOLVP�DQG�QHR�FRORQLDOLVP�
IRU�PXFK�RI�$IULFDµV�ZRHV��%XW�LW�LV�DOVR�LQFRUUHFW�WR�EODPH�HYHU\WKLQJ�RQ�VODYHU\��FRORQLDOLVP�
DQG� QHR�FRORQLDOLVP��:H� KDYH� IDLOHG� RXUVHOYHV� E\� QRW� XVLQJ� RXU� SROLWLFDO� LQGHSHQGHQFH� WR�
SURYLGH�WUXO\�SDWULRWLF�OHDGHUVKLS�DQG�JRYHUQDQFH�DW�WKH�QDWLRQDO�DQG�FRQWLQHQWDO�OHYHO��:H�DUH�
RXU�ZRUVW�HQHP\�

:KDW�$IULFDQ� VWDWHV� VKRXOG� IRFXV� RQ� LV� KRZ� WR� GLIIXVH� WKH� JURZLQJ� IRUFHV� RI� ²QHR�
FRORQLDOLVP³� DQG� RXWGDWHG� FXOWXUDO� YDOXHV� DQG� QRUPV� ZRYHQ� LQ� JUHHG� WKDW� LPSHGHV� WKH�
VXVWDLQDEOH� WUDQVIRUPDWLRQ� IURP� D� EDFNZDUG� LQWR� D�PRGHUQ� VRFLHW\��$IULFD�ZDV� QRW� SDUW� RI�
WKH�KHJHPRQLF�IRUFHV�RI�LPSHULDOLVP�DQG�FRORQLDOLVP��%XW�LW�LV�SDUW�RI�WKH�LQKHUHQW�FRQVWUXFW�
RI� QHR�FRORQLDOLVP�DQG�SHUSHWXDWHG� DOVR�E\� WKH� UXOLQJ� HOLWHV� RI� WKH� FRQWLQHQW��7KH� LVVXH�RI�
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OHDGHUVKLS�FRPHV�WR�SOD\��:KDW�NLQG�RI�OHDGHUVKLS�H[LVWV�RQ�WKH�FRQWLQHQW�°�VHUYDQW�RU�VHUYHG�
OHDGHUVKLS�VW\OH"�*RRG�JRYHUQDQFH�UHPDLQV�DQ�HVVHQWLDO�FRQWULEXWRU��*RRG�JRYHUQDQFH�HQWDLOV�
GHPRFUDF\�ZKLFK�LQFRUSRUDWHV�DOO�VHFWLRQV�RI�VRFLHW\�LQ�WKH�GHFLVLRQ�PDNLQJ�SURFHVV�DQG�WKH�
IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�RI�SROLFLHV��7KH�DEVHQFH�RI�WKHVH�DQG�RWKHU�IDFWRUV�LPSHGH�WKH�
FRQVWUXFWLRQ�RI�D�YHULWDEOH�SXEOLF�VHUYLFH�VHFWRU��+RZ�DFFRXQWDEOH�DQG�UHVSRQVLEOH�LV�WKH�SXEOLF�
VHUYLFH�DV�DQ�RXWSXW�IXQFWLRQ�RI� WKH�JRYHUQPHQW�WR�WKH�SHRSOH"�,Q�UHDOLW\�� WKHVH�GLPHQVLRQV�
RI�DFFRXQWDELOLW\�DQG� UHVSRQVLELOLW\�°� WKH�HWKLFDO�� IXQFWLRQDO�DQG�FRQVWLWXHQW� VWDNHKROGHUV�°�
LQWHUWZLQH�DQG�RYHUODS��7KHUHIRUH�LW�LV�QHFHVVDU\�DV�ZH�VHW�RXW�HDUO\�RQ�ZKDW�FRXOG�EH�GHVFULEHG�
DV�´SXEOLF�VHUYLFH�GH¾�FLWµ�PHDQV�DQG�KRZ�LW�FDQ�EH�RYHUFRPH�ZLWK�FRQVLGHUDEOH�UHVSRQVHV�WR�
DFFHOHUDWH�WKH�VXVWDLQDEOH�VRFLR�HFRQRPLF�DQG�SROLWLFDO�WUDQVIRUPDWLRQ�RI�WKH�FRQWLQHQW��

6DGO\�� WKH� FRQWLQHQWµV� VHUYLFH� GHOLYHU\� LV� GHFOLQLQJ�� \HW� DW� WKH� VDPH� WLPH�� WKHUH� LV�
DQ� HQFRXUDJLQJ� LQFUHDVH� LQ� SROLF\� PHDVXUHV� WR� LPSURYH� WKH� TXDOLW\� RXWSXW� RI� WKH� SXEOLF�
VHUYLFH� VHFWRU��7KHVH� WZR�RSSRVLQJ� WUHQGV�VKRXOG�EH�VHHQ�ZLWKLQ� WKH�FRQWH[W�RI� OHDGHUVKLS��
JRYHUQDQFH�� GHPRFUDF\� DQG� FLYLO� VRFLHW\��$OO� ERLOV� GRZQ� WR� WKH� DEVHQFH� RU� ODFN� RI� VWURQJ�
SROLWLFDO�DQG�DGPLQLVWUDWLYH�LQVWLWXWLRQV��OHDGHUVKLS�DQG�SURFHVVHV��D�WUHQG�ZKLFK�LV�HYLGHQWO\�
EDG�IRU�GHPRFUDF\�DQG�IRU� WKH� WUDQVIRUPDWLRQ�RI�$IULFD��7KH�LQYROYHPHQW�RI� LQGLYLGXDOV� LQ�
VRFLDO�PRYHPHQWV�LV�QHFHVVDU\�DQG�SRVLWLYH��EXW�LW�GRHV�QRW�UHSODFH�WKH�QHHG�WR�H[HUFLVH�RQHµV�
GHPRFUDWLF�ULJKWV�WR�HQVXUH�WKH�HPHUJHQFH�RI�D�VWURQJ�DQG�YHULWDEOH�JRYHUQPHQW��$�MXVW�DQG�
KHDOWK\� VRFLHW\�QHHGV�ERWK�JRRG�JRYHUQPHQW� DQG� D� VWURQJ�� YLEUDQW� FLYLO� VRFLHW\��6RFLHW\� LV�
VHUYHG�EHVW�ZKHQ�GLYHUVLW\�RI�RSLQLRQV�LV�DOORZHG�WR�¿�RXULVK��2SHQ�DQG�FRQVWUXFWLYH�GLVFRXUVH�
RQ�WKH�FRQWLQHQWV�SXEOLF�VHUYLFH�HQVXUHV�QHFHVVDU\�FKHFNV�DQG�EDODQFHV�DUH�DSSOLHG��7KH�ODWH�
FRPHU�DGYDQWDJH�SURYLGHV�RSSRUWXQLWLHV�°�WKH�DELOLW\�DQG�WHFKQRORJLFDO�DGYDQFHV�°�WR�DGGUHVV�
H[LVWLQJ�SUREOHPV��WR�SUREH�VFLHQWL¾�FDOO\�DQG�FRQVWUXFWLYHO\�LQWR�WKH�JRRG��EDG�DQG�XJO\�RI�
WKH�SXEOLF�VHUYLFH�VHFWRU��7KH�FRQWLQHQW�VLPSO\�QHHGV�WKH�ZLOO�WR�GR�VR��,W�KDV�DQG�PXVW�FXW�RII�
WKH�FKDLQV�RI�FHQWUDOLVHG�KHJHPRQLF�DSSURDFK�WR�GHYHORSPHQW��VHH�IRU�H[DPSOH��:XQVFK�	�
2ORZX��������%DXPJDUWQHU�	�+RJJHU��������0F&DUQH\�	�6WHUQ��������

7KH�*RRG��%DG�DQG�8JO\

7KH�LVVXH�RI�VWUXFWXULQJ�DGPLQLVWUDWLYH�UHIRUPV�LQ�$IULFD�KLQJHV�RQ�JRYHUQDQFH��:KDW�IRUP�
RI�JRYHUQDQFH�V\VWHP�LV�SUDFWLFHG"�7KH�FKDOOHQJLQJ�TXHVWLRQ�LV�VLPSO\��&DQ�WKH�*RYHUQPHQW�
*RYHUQ��&KXEE�DQG�3HWHUVRQ������"�(IIHFWLYH�DGPLQLVWUDWLYH�UHIRUPV�QHFHVVLWDWHV�HIIHFWLYH�
JRYHUQPHQW� UHTXLULQJ� WKDW� LQVWLWXWLRQV�EH� VWURQJ�HQRXJK� WR� FRQWURO� WKH� HIIRUWV�RI�RUJDQL]HG�
HQWUHQFKHG�VSHFLDO� LQWHUHVWV� LQ� IDYRXU�RI� WKH�EURDGHU� LQWHUHVWV� VKDUHG�EXW�SRRUO\�DUWLFXODWHG�
E\�PRVW�PHPEHUV� RI� VRFLHW\��5HFHQW� FKDQJHV� LQ� RXU� LQVWLWXWLRQV� DQG� LQ� WKH� SUREOHPV� WKH\�
IDFH�UDLVH�GRXEWV�DERXW�WKH�FDSDFLW\�RI�FRQWHPSRUDU\�$IULFDQ�JRYHUQPHQWV�DQG�DGPLQLVWUDWLYH�
VHW�XS� WR� KDQGOH� WKHVH� SDURFKLDO� IRUFHV��$IULFDQ� SDUOLDPHQWV� KDYH� VHHPLQJO\� EHFRPH�PRUH�
IUDJPHQWHG�� WKH� SUHVLGHQF\� PRUH� SROLWLFLVHG�� DQG� WKH� EXUHDXFUDF\� PRUH� ODE\ULQWKLQH�� 7KH�
EXUHDXFUDF\�ZKLFK� LV� VXSSRVHG� WR� VHUYH�DQ\�JRYHUQPHQW� �L�H�� DQ\�SROLWLFDO�SDUW\�RU�SDUWLHV�
WKDW�DVVXPH�WKH�RI¾�FH�RI�JRYHUQLQJ��KDV�QRW�PDVWHUHG�D�YDULHW\�RI�SUREOHP�LVVXHV�°�WKH�EXGJHW�
GH¾�FLW��VHUYLFHV�GHOLYHU\��WKH�WUDGH�EDODQFH�DQG�HQHUJ\�LQVHFXULW\�DPRQJ�PDQ\�RWKHUV�°�WKDW�
WKUHDWHQV�VRFLHW\µV�JHQHUDO�LQWHUHVWV�LQ�DQ�HFRQRPLF�IXWXUH�DV�EULJKW�DV�LWV�SDVW��,Q�&DPHURRQ�
IRU�H[DPSOH��3UHVLGHQW�3DXO�%L\D�LQ�KLV������1HZ�<HDU�VSHHFK�GHFULHG�WKH�SRRU�SHUIRUPDQFH�
RI�WKH�DGPLQLVWUDWLRQ�
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2XU�FRXQWU\�LV�SHDFHIXO�DQG�VWDEOH��:KDW�WKHQ�GR�ZH�ODFN"�,�WKLQN�ZH�QHHG�WR�LPSURYH�
LQ�WZR�NH\�DUHDV��SULRULWLVLQJ�JHQHUDO�LQWHUHVW�DQG�FRRUGLQDWLQJ�RXU�HIIRUWV��7KRXJK�
DWWDFKHG�WR�RXU�FRPPXQLWLHV�RI�RULJLQ�°�ZKLFK�GRHV�QRW�SUHYHQW�XV�IURP�EHLQJ�IHUYHQW�
SDWULRWV�ZKHQHYHU�QDWLRQDO�KRQRXU�LV�DW�VWDNH�°�ZH�DUH�LQGLYLGXDOLVWLF�SHRSOH��PRUH�
FRQFHUQHG�ZLWK�SHUVRQDO�VXFFHVV�WKDQ�JHQHUDO�LQWHUHVW��2XU�DGPLQLVWUDWLRQ�UHPDLQV�
VXVFHSWLEOH�WR�SULYDWH�LQWHUHVW��ZKLFK�LV�PRVW�RIWHQ�LQ�FRQ¿�LFW�ZLWK�QDWLRQDO�LQWHUHVW��
6XFK�WUHQGV�PXVW�QRW�EH�WROHUDWHG�LQ�D�PRGHUQ�VWDWH �7KH�3RVW���������

,Q� WKH� ´JRRG�� EDG� DQG� XJO\µ� RI� DGPLQLVWUDWLYH� UHIRUPV� LQ�$IULFD�� WKH� SDSHU� DUJXHV� WKDW� WKH�
SUREOHP� LV� LQKHUHQWO\� DQG� VXEVWDQWLDOO\� LQVWLWXWLRQDO� DQG�GLVFXVHV� WKH�SROLWLFDOO\�GLI¾�FXOWLHV�
UHTXLUHPHQWV� RYHUFRPLQJ� LW�� ,Q� VR� GRLQJ�� WKH� SDSHU� RSHQV� WKH� GHEDWH� DQG� SXEOLF� GLVFRXUVH�
QHFHVVDU\� IRU� FKDQJH� WR� KDYH� D� SXEOLF� DGPLQLVWUDWLRQ� WKDW� UHVSRQGV� WR� WKH� DVSLUDWLRQV� DQG�
GHVLUHV�RI�WKH�SHRSOH�WR�EHWWHU�TXDOLW\�OLYLQJ�VWDQGDUGV��7DEOH���&RPSDUDWLYH�$QDO\VLV�RI�3(�
DQG�%03�'LVFRXUVHV�SUHVHQWV�DQ�LOOXVWUDWLRQ�RI�LVVXHV�LQYROYHG
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7DEOH����&RPSDUDWLYH�$QDO\VLV�RI�3(�	�%03�'LVFRXUVHV

7DEOH����� � &RPSDUDWLYH�$QDO\VLV�RI�3(�	�%03�'LVFRXUVHV�

7RSLFV 3ROLWLFDO�(QYLURQPHQW %HWWHU�0DQDJHPHQW�3UDFWLFHV
���7KH�,VVXHV� 6RFLDO� GLVUXSWLRQ� DQG�

DGPLQLVWUDWLYH�
'HJUDGDWLRQ� �SRRU� RXWSXW�
IXQFWLRQV�

$GPLQLVWUDWLYH� VXVWDLQDELOLW\� DQG� EHWWHU�
VHUYLFHV�GHOLYHU\��%HWWHU�RXWSXW�IXQFWLRQV�

���)RFXV�RQ 7KH� FDXVHV� RI� WKH�
SUREOHP��
�4XHVWLRQ�DULVLQJ��

7KH�VROXWLRQ�RI�WKH�SUREOHP��SURE��OHP�VROYLQJ��
KRQRXULQJ� WKH� VRFLDO� FRQWUDFW� EHWZHHQ� WKH�
VWDWHV��FLYLO�VRFLHW\�DQG�SULYDWH�VHFWRU�

���7KH�&RQFOXVLRQ 7KH�FDXVH�LV�SROLWLFDO�DQG�
HGXFDWLRQDO� EXW� VWD\V�
YDJXH� RQ�ZKDW� VKRXOG� EH�
WKH�VROXWLRQ�� �

7KH�VROXWLRQ� LV� WHFKQLFDO�DQG�SROLWLFDO�� ORRNLQJ�
DW� EHVW� PDQDJHPHQW� SUDFWLFHV� DQG� QHYHU� UDLVH�
WKH�SROLWLFDO�RU�VRFLDO�LVVXHV�

���6\VWHPV�WR�3URPRWH� ([WHQVLYH� SROLWLFDO� DQG�
HGXFDWLRQDO�RULHQWDWLRQ�RI�
VRFLHW\� RQ� WKH� UROH� WKHLU�
REOLJDWLRQV� DQG�
UHVSRQVLELOLWLHV��

,QWHQVLYH�RSHQ�JRYHUQDQFH�V\VWHP�

���3HUFHSWLRQV�DERXW�GLIIHUHQW��
$FWRUV�
^D�:KR�VKRXOG�EH�VXSSRUWHG� ^D`� 7KH� 3HRSOH�

HVSHFLDOO\� WKH�
PDUJLQDOLVHG

^D`�&LYLO�VRFLHW\�	�3ULYDWH�VHFWRU�

^7KH�*RRG`� �
^D`�:KR�VKRXOG�EH�EODPHG�IRU�WKH�
HQYLURQPHQW�LPSDFW�

^D`� &LYLO� VRFLHW\� 	� WKH�
6WDWH�

^D`�&LYLO�VRFLHW\�DQG�WKH�6WDWH�

^7KH�%DG`�
^E`�:KR� VKRXOG� EH� EODPHG� IRU� WKH�
0HVV

��^E`�&LYLO�VRFLHW\�DQG�WKH�
6WDWH�

^E`�6WDWH�� FLYLO� VRFLHW\�� WKH� SULYDWH� 6HFWRU� DQG�
DQ\� RQH� DJDLQVW� WKH� VXVWDLQDEOH� WUDQVIRUPDWLRQ�
RI�VRFLHW\��

^7KH�8JO\`�
���^F`� :KR� VKRXOG� EH� EODPHG� WKH�
HQWLUH�V\VWHP�

^F`�&LYLO� VRFLHW\� DQG� WKH�
VWDWH� DOO� WKH� VWDNHKROGHUV�
)DLOHG� JRYHUQPHQW��
FROODSVHG�VRFLHW\�

^F`� 7KH� HQWLUH� V\VWHP� DV� LW� EUHHGV� FRUUXSWLRQ��
ORZ�SURGXFWLYLW\��SRRU�TXDOLW\�OLYLQJ�VWDQGDUGV�

6RXUFH��)RUMH�������� � 1RWH��3(� �3ROLWLFDO�(QYLURQPHQW���%03� �%HWWHU�0DQDJHPHQW�3UDFWLFH�

7KLV�EULHI� RXWOLQH�EHJV� WKH�TXHVWLRQ�ZKLFK� LV� ERXQG� WR�EH�GLI¾�FXOW� LQ�SUHVHQWLQJ� D� VWUDLJKW�
MDFNHW�DQVZHU��EXW��KRZHYHU��WR�VWDWH�WKH�OHDVW��LQ�SURELQJ�RXU�XQGHUVWDQGLQJ�RI�WKH�VRFLHW\�LQ��
ZKLFK�ZH�OLYH�DQG�ZKHUH�ZH�SODFH�RXU�KRSHV�DQG�DVSLUDWLRQV��$V�WKH�VRFLHW\�EHFRPHV�PRUH�
SOXUDOLVWLF�� FURVV�FXOWXUDO��SRVW�PRGHUQ�� DQG�GLYLGHG�E\�SROLWLFDO� DOOHJLDQFHV�� LW� IROORZV� WKDW�
ZH�PD\�QRW�HYHQ�EH�DEOH�WR�DJUHH�RQ�WKH�WHUPV�RI�WKH�TXHVWLRQ��,W�LV�DQ�HVVHQWLDO�SDUW�RI�WKH�
FRQWLQHQWµV�VWUXJJOH� WR�¾�QG� WKH�FRXUDJH��FULWLFDOO\�H[DPLQH� LWVHOI�DQG�KDYH� WKH�JXWV� WR� UDLVH�
IXQGDPHQWDO�TXHVWLRQV�DQG�UH�RSHQ�WKH�GLVFRXUVH�FRQFHUQLQJ�WKH�VXVWDLQDEOH�VRFLR�HFRQRPLF�
WUDQVIRUPDWLRQ� RI� WKH� FRQWLQHQW�� 7KH� TXHVWLRQ� LV�� ZKDW� LV� WKH� QDWXUH� RI� WKH�$IULFDQ� 3XEOLF�
6HUYLFH�DQG�ZK\�LV�LW�XQSURGXFWLYH��EXW�LQJUDLQHG�LQ�FRUUXSW�SUDFWLFHV�DQG�XQDEOH�WR�GHOLYHU�
TXDOLW\�VHUYLFHV�WR�WKH�SHRSOH"

7KH�FDSDFLW\�RI�D� VRFLHW\� WR� IXQFWLRQ�ZLWK�GLIIHUHQFHV� LQ� WHUPV�RI� WUDGLWLRQV�� FXOWXUHV��
UHOLJLRQV�DQG�YDOXHV�LV�WKHUHIRUH�WKH�NH\�WR�WKH�YLDELOLW\�RI�WKH�SXEOLF�VHUYLFH�DQG�WKH�RXWSXW�
IXQFWLRQV�GHWHUPLQHV�WKH�W\SH�RI�FRQWUDFW�EHWZHHQ�WKH�VWDWH�DQG�WKH�SHRSOH��+RZ�GRHV�VRFLHW\�
FRRUGLQDWH�LWV�GLYHUVLWLHV�DQG�VLPLODULWLHV�WR�SURYLGH�EHVW�VHUYLFHV�WR�WKH�SHRSOH"�$V�D�UHVXOW�
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RI� GLYLGHG� SROLWLFDO� DOOHJLDQFHV�� DQG� EHFDXVH� RI� FHQWUDOLVHG� HWKQLF� KHJHPRQLF� UXOH�� WKH�
SROLWLFLVDWLRQ�RI�WKH�SXEOLF�VHUYLFH�PDNHV�LW�IDLO�LQ�PHHWLQJ�WKH�VRFLDO�FRQWUDFW�EHWZHHQ�VWDWH�
DQG�SHRSOH��7KH�RXWSXW�IXQFWLRQ�RI�WKH�SXEOLF�FLYLO�LV�ZKDW�PDNHV�WKH�JRRG��EDG�DQG�XJO\�RI�
WKH�JRYHUQPHQW��+DOO���������7KXV�WKH�RXWSXW�IXQFWLRQV�RI�JRYHUQPHQW�RU�VWDWH�EXUHDXFUDF\�
UHVWV�RQ��

�� D�JRYHUQDQFH�V\VWHP�ZKLFK�LV�OLPLWHG��DFFRXQWDEOH�DQG�RSHUDWHV�XQGHU�WKH�UXOH�RI�ODZ��

� DQ�DUUD\�RI�IUHH��YROXQWDU\�DVVRFLDWLRQV�^D�VRFLHW\�HPEHGGHG`�ZLWK�SROLWLFDO��HFRQRPLF��
VRFLDO�DQG�FXOWXUDO��PRUDO�DQG�HWKLFDO�YDOXHV��

�� D�VSKHUH�RI�SXEOLF�GHEDWH��LQFOXGLQJ�D�FULWLFDO�DQG�REMHFWLYH�PHGLD�LQGXVWU\��

� DQ�LQQRYDWLYH��FUHDWLYH��SURGXFWLYH�SULYDWH�VHFWRU��DV�ZHOO�DV�D�SURJUHVVLYH�YLEUDQW�FLYLO�
VRFLHW\�

�� D�PDUNHW�HFRQRP\�WKDW�GRHV�QRW�H[SORLW� WKH�SRRU�EXW�KHOSV�LQ�LPSURYLQJ�WKDW�KDV�WKH�
LQWHUHVW�RI�WKH�SHRSOH�ZKLOH�PDNLQJ�LWV�SUR¾�W���SHUKDSV�ZH�FRLQHG�WKH�WHUP��FDSLWDOLVP�
ZLWK�D�KXPDQ�IDFH�DQG�KHDUW��

�� WKH� UROH�� IXQFWLRQV�DQG� LPSDUWLDOLW\�RI� WKH�DGPLQLVWUDWRUV� LQ� UHQGHULQJ�VHUYLFHV� WR� WKH�
SHRSOH��LUUHVSHFWLYH�RI�VRFLHWDO�VWDWXV��UHOLJLRQ��HWKQLF�DI¾�OLDWLRQ�DQG�VR�RQ�

7KH�JRRG�ZLWK�WKH�$IULFDQ�SXEOLF�VHUYLFH�LV�WKDW�LW�KDV�VLQFH�LQGHSHQGHQFH�FORQHG�RXW�GLUHFWLYHV�
IRU�LPSURYLQJ�WKH�VHFWRU�LQ�PHHWLQJ�WKH�QHHGV�DQG�DVSLUDWLRQV�RI�WKH�SHRSOH��7KRXJK�D�QXPEHU�RI�
FRXQWULHV�KDYH�PDGH�VWULGHV�LQ�WKDW�WKH�GLUHFWLRQ��WKH�VHFWRU�LV�KHDYLO\�LQIHVWHG�ZLWK�WKH�YLUXVHV�
RI�XQSURGXFWLYHO\��UHG�WDSHV��DQG�FRUUXSWLRQ��7KH�$OO�$IULFD�3XEOLF�6HFWRU�,QQRYDWLRQ�$ZDUGV�
�$$36,$��LV�D�PRYH�WR�SURPRWH�DQG�HQFRXUDJH�EHVW�SUDFWLFHV�LQ�SXEOLF�VHFWRU�LQQRYDWLRQ�DQG�
VHUYLFH�GHOLYHU\��6R�DOVR�WKH�$IULFDQ�3XEOLF�6HUYLFH�&KDUWHU�DPRQJ�RWKHU�GRFXPHQWV�SURGXFHG�
E\�QDWLRQDO� JRYHUQPHQWV� DQG� WKH�$IULFDQ�8QLRQ�RQ� WKH� WRSLF��7KLV� LV� WKH� JRRG� VLGH� RI� WKH�
SXEOLF� VHUYLFH� IRU�HQKDQFHG�DQG� VXVWDLQDEOH� VHUYLFH�GHOLYHU\�JHDUHG� WRZDUGV� LPSURYHG�DQG�
VXVWDLQDEOH�TXDOLW\�OLYHOLKRRG�IRU�DOO�WKH�SHRSOH��7KH�XQQHFHVVDU\�SROLWLFLVDWLRQ�RI�WKH�SXEOLF�
VHUYLFH�EUHHGLQJ�VRFLDO�DQG�HWKQLF�GLYLGH�ZLWKLQ�VRFLHW\��DQG�SDYLQJ�WKH�ZD\�IRU�D�QXPEHU�RI�
LOOV��FKDRV�DQG�LQVWDELOLW\��7KH�EDG�DQG�XJO\�VLGHV�LQFOXGH�WKH�XQEROWLQJ�UDWH�RI�FRUUXSWLRQ�WKDW�
IDQV�SRRU�VHUYLFHV�GHOLYHU\��7KH�EDG�RI�WKH�JRRG�LV�WKH�IDLOXUH�RI�$IULFDQ�VWDWHV�WR�LPSOHPHQW�
DJUHHG�FRQYHQWLRQV�DQG�GHFLVLRQV�DGRSWHG�WKDW�VKRXOG�XSOLIW�WKH�TXDOLW\�OLYLQJ�VWDQGDUGV�RI�WKH�
SHRSOH��

,QHUWLD� KDV� JULSSHG� WKH� VHFWRU� ZLWK� WKH� FRUUXSWLRQ� YLUXV� VR� HQWUHQFKHG� LQ� WKH� V\VWHP�
WKDW�SXWV�VHULRXV�GRXEWV��DQG�FKDOOHQJHV� WKH�SHRSOH�DERXW� WKHLU�DELOLW\� WR�JRYHUQ�� ,W� LV�HYHQ�
TXHVWLRQDEOH�ZKHWKHU�RU�QRW�$IULFDQV�DUH�GLIIHUHQW� VSHFLHV�RI�KXPDQ�FUHDWLRQ��:KDW�PDNHV�
$IULFD�UHPDLQ�D�SHUSHWXDO�VWDWH�RI�H[SORLWDWLRQ��VRFLDO��HFRQRPLF�DQG�SROLWLFDO�EDFNZDUGQHVV"�
,V�WKLV�GXH�WR�KHUHGLWDU\�GHWHUPLQLVP��L�H���GXH�WR�WKH�JHQHV�RI�WKH�SHRSOH"�$QVZHUV�WR�VRPH�RI�
WKHVH�DQG�RWKHU�UHODWHG�TXHVWLRQ�FDQ�EH�VRXJKW�IURP�WKH�IROORZLQJ�VWDWHPHQW��²LQ�D�JRYHUQPHQW�
ZKHUH�GHPRFUDF\�LV�DOORZHG�WR�ZRUN��RQH�RI� WKH�SULQFLSOHV� WKDW�DUH�QRUPDOO\�HQWUHQFKHG�LV�
D� IHHGEDFN� V\VWHP�� D� GLVFXVVLRQ�EHWZHHQ� WKRVH�ZKR� IRUPXODWH� SROLF\� DQG� WKRVH�ZKR�PXVW�
SHUFHLYH��DFFHSW�RU� UHMHFW�SROLF\��7KHUH�PXVW�EH�D�V\VWHP�RI�HGXFDWLRQ��SROLWLFDO�HGXFDWLRQ��
DQG�WKLV�GRHV�QRW�QHFHVVDULO\�JR�ZLWK�OLWHUDF\³��%LNR�������������,PSRUWDQWO\��ZH�DUH�ZURQJ�LQ�
WKLQNLQJ�WKDW�EHFDXVH�WKH�JRYHUQPHQW�LV�GHPRFUDWLFDOO\�HOHFWHG��WKHUHIRUH�WKHUH�LV�GHPRFUDF\��
'HPRFUDF\�LV�DERXW� WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SROLWLFLDQV�DQG�WKHLU�FRQVWLWXHQFLHV��*RRG�



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

DGPLQLVWUDWLRQ�DQG� OHDGHUVKLS�JRHV� WR� WKH�KHDUW�RI� WKH�SHRSOH� LQ�PDNLQJ� WKHP�WKLQNLQJ�DQG�
EHKDYLQJ�GHPRFUDWLFDOO\�IRU�WKHLU�RZQ�JRRG�DQG�WKDW�RI�VRFLHW\��7KH�FKDOOHQJH�LV�KRZ�WR�EXLOG�
D�FXOWXUH�LQ�ZKLFK�WKRVH�LQ�SRZHU�JHQXLQHO\�OLVWHQ�WR�WKH�YRLFHV�RI�WKH�SHRSOH��DQG�WKHUHE\�DYHUW�
FRQWURYHUVLHV�WKDW�EOHHGV�WKH�FRXQWU\�LQWR�FLYLO�VWULIH��7KH�JRYHUQPHQW�KDV�WR�¾�QG�DGPLQLVWUDWLYH�
ZD\V�°DQG�QRW� DG�KRF�RU� WKH� RFFDVLRQDO� LPEL]R� WR� VWUXFWXUH� WKH� FROOHFWLYH� LQWHOOLJHQFH� DQG�
SRWHQWLDOV�RI�WKH�SHRSOH�LQWR�LWV�GHFLVLRQ�SURFHVVHV��3ROLFLHV�PXVW�EH�DUWLFXODWHG�DQG�DJJUHJDWHG�
LQ�VXFK�D�ZD\�WKDW�WKH�ZRUVH�LQ�VRFLHW\�WRGD\�LV�PDGH�EHWWHU�WRPRUURZ��7KDW�LV�WKH�HVVHQFH�RI�D�
´JRRGµ�JRYHUQPHQW��ZKLFK�XQIRUWXQDWHO\��LV�ODFNLQJ�LQ�$IULFD�DV�RI�QRZ�

$SSDUHQWO\�� WKH� KXPDQ� JHQRPH� SURMHFW� VKRZV� WKDW� WKH� JHQHV� LQ� KXPDQNLQG� KDYH� SURYHQ�
EH\RQG�UHDVRQDEOH�GRXEW�WKH�´UDFHµ�LV�D�IDOODF\�WKDW�KDV�QR�EDVLV�LQ�VFLHQFH��,Q�RWKHU�ZRUGV��RXU�
EDFNZDUGQHVV�LQ�$IULFD�LV�QRW�GXH�WR�WKH�IDFW�WKDW�RXU�JHQHV�DUH�GLIIHUHQW�IURP�WKH�JHQHV�RI�SHRSOH�
ZKR�OLYH�LQ�WKH�ZHVWHUQ�ZRUOG��ZH�DUH�MXVW�KXPDQ�EHLQJV��:KDW�LV�FHUWDLQ�LV�WKDW�QDWXUH�DQG�QXUWXUH�
DIIHFW�KXPDQ�EHLQJV�DQG�EDFNZDUGQHVV�DQG�SURJUHVV�GHSHQG�RQ�KRZ�KXPDQV�GHDO�ZLWK�WKH�WZR�
IDFWRUV��6HHQ�ZLWKLQ� WKLV� FRQWH[W�� ²QDWXUH� LV� DERXW� KRZ�ZH� IDFH� WKH�KLOOV� DQG�YDOOH\V�� UDLQ� DQG�
VXQVKLQH��WKH�GU\�DQG�UDLQ\�VHDVRQV��ZLQWHU��VSULQJ��DXWXPQ�DQG�VXPPHU��1XUWXUH�UHIHUV�WR�KRZ�WKH�
HQYLURQPHQW�LQ�ZKLFK�ZH�JURZ�XS�DOORZV�XV�WR�IDFH�DQG�GRPLQDWH�WKHVH�QDWXUDO�IRUFHV�WR�DGYDQFH�
VRFLHW\��7KH�GRPDLQ�WR�QXUWXUH�DUH�IUHHGRP�DQG�OLEHUW\��GHPRFUDF\�DQG�WKH�UXOH�RI�ODZ��HGXFDWLRQ�
DQG� WKH�GLVFLSOLQH� WKDW� IUHH�FLWL]HQV��ZKR�DUH�V\PEROLF�RI� WKH�KHQ� WKDW� OD\V� WKH� ´JROGHQ�HJJµ�RI�
GHYHORSPHQW��$VRQJDQ\L�����������2ZRQD����������RSLQHV�WKDW�GHFHQWUDOL]DWLRQ�LV�D�PHWKRG�RI�
RUJDQL]DWLRQ�RI�WKH�DGPLQLVWUDWLYH�DUP�RI�WKH�JRYHUQPHQW�LQ�ZKLFK�WKH�6WDWH�FUHDWHV�GHFHQWUDOL]HG�
SXEOLF�HQWLWLHV�DQG�JUDQWV� WKHP�MXULVGLFWLRQ�DQG�UHVRXUFHV�ZKLOH�SUHVHUYLQJ� WKH�VXSHUYLVRU\�DQG�
PRQLWRULQJ�SRZHU��,W�LV�D�PHDQV�RI�GHYHORSLQJ�GHPRFUDF\�DQG�VSHFL¾�FDOO\�ORFDO�GHPRFUDF\��FORVHU�
WR�WKH�FLWL]HQV��3HRSOHµV�DFWLYH�SDUWLFLSDWLRQ�LV�DOVR�D�JDWHZD\�WR�LPSURYLQJ�WKH�ZHOIDUH�RI�FLWL]HQV�

'HFHQWUDOLVDWLRQ� FRPHV� ZLWK� DQ� LQVWLWXWLRQDOL]DWLRQ� RI� DGPLQLVWUDWLYH� DQG� ¾�QDQFLDO�
FRQWURO��%XW�GHFHQWUDOL]DWLRQ�LQ�&DPHURRQ�KDV�QRW�HQKDQFHG�HI¾�FLHQF\�DQG�HIIHFWLYH�VHUYLFH�
GHOLYHU\��QHLWKHU�KDV�WKH�SURFHVV�UHGXFHG�WKH�FRUUXSWLRQ�YLUXV��'HFHQWUDOLVDWLRQ�LQ�&DPHURRQ�
PHDQV�FRQFHQWUDWLRQ�RI�SRZHU�IRU�D�VHOHFWHG�IHZ��7KH�UHDVRQ�ZK\�WKH�+HDG�RI�6WDWH�EHPRDQHG�
VRFLHW\�E\�QRWLQJ�WKDW��²WKRXJK�DWWDFKHG�WR�RXU�FRPPXQLWLHV�RI�RULJLQ�°�ZKLFK�GRHV�QRW�SUHYHQW�
XV�IURP�EHLQJ�IHUYHQW�SDWULRWV�ZKHQHYHU�QDWLRQDO�KRQRXU�LV�DW�VWDNH�°�ZH�DUH�DQ�LQGLYLGXDOLVWLF�
SHRSOH�� PRUH� FRQFHUQHG� ZLWK� SHUVRQDO� VXFFHVV� WKDQ� JHQHUDO� LQWHUHVW�� 2XU� DGPLQLVWUDWLRQ�
UHPDLQV�VXVFHSWLEOH�WR�SULYDWH�LQWHUHVW��ZKLFK�LV�PRVW�RIWHQ�LQ�FRQ¿�LFW�ZLWK�QDWLRQDO�LQWHUHVW��
6XFK�WUHQGV�PXVW�QRW�EH�WROHUDWHG�LQ�D�PRGHUQ�VWDWH³��%L\D�����������

7R� D� ODUJH� H[WHQW�� WKH� 3ROLWLFDO� (QYLURQPHQW� �3(�� DQG� WKH�%HVW�0DQDJHPHQW� 3UDFWLFH�
�%03��UDLVHV�WKH�GLVFRXUVH�LQ�UHODWLRQ�WR�´ZKR�VKRXOG�EH�VXSSRUWHG�DQG�KHOSHG�DQG�ZKR�KDV�
WR�EH�EODPHG�IRU�WKH�HQYLURQPHQWDO�LPSDFW�LV�GLUHFWO\�UHODWHG�WR�WKH�TXHVWLRQ�RI�ZKLFK�V\VWHP�
WR�SURPRWH��7KH�SROLWLFDO�HQYLURQPHQW�EXLOGV�PRVWO\�RQ�DSSRLQWHHV�EDVHG�RQ�SROLWLFDO�OLQLQJV�
DV�DJDLQVW�WKH�EHVW�PDQDJHPHQW�SUDFWLFHV�WKDW�EXLOG�RQ�H[SHUWLVH��$V�D�UHVXOW�RI�WKH�SROLWLFDO�
SDWURQDJH�LW�IDQV�FRUUXSWLRQ�DQG�LQHUWLD��,QGHHG��FRUUXSWLRQ�LV�FRPPRQ�RIWHQ�LQYROYLQJ�FROOXVLRQ�
EHWZHHQ�LQGXVWU\��HOLWHV�DQG�JRYHUQPHQW�RI¾�FLDOV��7KH�MXGLFLDU\��WKH�ODZ�HQIRUFHPHQW�RI¾�FHUV�
DUH�DOO�SDUW�RI�ZKDW�FRXOG�EH�VHHQ�DV�´D�V\VWHPDWLF�DQG�ZHOO�LQVWLWXWLRQDOL]HG�UDFNHWLQJ�RU�PD¾�D�
VWUXFWXUHµ��7KH�HQWLUH�JRYHUQPHQW�VWUXFWXUH�LV�FRUUXSW�WR�WKH�H[WHQW�WKDW�WKH�&DPHURRQ�+HDG�RI�
6WDWH��IRU�H[DPSOH��FRXOG�QRW�KLGH�KLV�IHHOLQJV�RQ�WKH�LVVXH��7KH�VLWXDWLRQ�KDV�RQ�D�QXPEHU�RI�
RFFDVLRQV�FDXJKW�WKH�DWWHQWLRQ�RI�7UDQVSDUHQF\�,QWHUQDWLRQDO�&RUUXSWLRQ�,QGH[�ZLWK�&DPHURRQ�
EHLQJ�FODVVL¾�HG�DV�WKH�PRVW�FRUUXSW�QDWLRQ�LQ�WKH�ZRUOG��7KLV�LV�WKH�EDG�DQG�XJO\�RI�WKH�SXEOLF�
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VHUYLFH�VHFWRU�LQ�WKH�FRXQWU\��

0DWWHL������������ZULWLQJ�RQ�FRUUXSWLRQ�LQ�&DPHURRQ�REVHUYHV��²&RQFHUQLQJ�WKH�¾�JKW�
DJDLQVW�FRUUXSWLRQ�3DXO�%L\D�QHYHU�KLGHV�WKDW� LW� LV�D�IXQGDPHQWDO�D[LV�RI�KLV�SROLF\��HYHQ�LI�
WKH� HWHUQDO� VFHSWLFV� FDOO� LW� D� ´EOXIIµ�� 7KH� PLQLVWHUV�� EXVLQHVVPHQ� DQG� WUDI¾�FNHUV� ZKDWHYHU�
WKHLU�VRFLDO�OHYHO��ZKR�KDG�WR�DSSHDU�LQ�FRXUW�IRU�WKHLU�DFWLRQV�RYHU�WKH�ODVW�IHZ�\HDUV��ZRXOG�
XQGHUVWDQGDEO\� QRW� DJUHH�� 3DXO�%L\D� QHYHU� GHQLHG� WKH� SUREOHP�� DQG� KH� FDQ� EH� SUDLVHG� IRU�
¾�JKWLQJ�LW�RSHQO\�ZLWKRXW�DQ\�PLVSODFHG�VKDPH��+H�VWUHVVHG��KRZHYHU��WKDW�LW�LV�QRW�D�VSHFL¾�F�
YLFH�RI�&DPHURRQ��EXW�D�JOREDO�LVVXH��$W�SURPRWLQJ�WKLV�LGHD��VSHFLDOLVHG�ERGLHV�KDYH�EHHQ�VHW�
XS�DQ�$FFRXQWV�&KDPEHU��D�1DWLRQDO�$QWL�&RUUXSWLRQ�&RPPLVVLRQ��DQG�D�1DWLRQDO�$JHQF\�
RI� )LQDQFLDO� ,QYHVWLJDWLRQV� WR� PRQLWRU� WKH� ORVV� RI� IXQGV�³� 'HFHQWUDOLVDWLRQ� RI� SRZHU� DQG�
DGPLQLVWUDWLYH�UHODWHG�DFWLYLWLHV�LV�D�FXUUHQW�DGPLQLVWUDWLYH�WDOO�RUGHU�LQ�&DPHURRQ�IRU�H[DPSOH��
7KLV�E\�DOO�PHDQV��ZLOO�EULQJ�JRRG�JRYHUQDQFH�FORVHU�WR�WKH�SHRSOH��%XW�XQOHVV�LW�LQFXOFDWHV�
WKH�VDFUHG�LQJUHGLHQWV�RI�0DGLVRQLDQ�'HPRFUDF\�L�H��WKH�SURWHFWLRQ�RI�LQGLJHQRXV�PLQRULWLHV��
FLYLO� DGPLQLVWUDWLRQ� LQ� WKH� FRXQWU\�ZLOO� FRQWLQXH� WR�ZDOORZ� LQ� D� SROLWLFDO� FRQXQGUXP��7KH�
&DPHURRQLDQ� FDSDFLW\� IRU� SXWWLQJ� XS�ZLWK� D� SRRU� VWDQGDUG� RI� OLYLQJ� LV� OHJHQGDU\��3ROLWLFDO�
OHDGHUVKLS�LV�SDUWO\�DFFRXQWDEOH�IRU�WKLV�VDWH�RI�DIIDLU�

7KH�´JRRG��EDG��DQG�XJO\µ�RI�WKH�$IULFDQ�SXEOLF�VHUYLFH�LV�ODUJHO\�GXH�WR�WKH�PDNLQJ�RI�
WKH�SHRSOH��)LUVW�ZH�PXVW�DYRLG�WKH�´EODPH�WKHRU\µ�DWWULEXWLQJ�WKH�ZRHV�RI�WKH�FRQWLQHQW�RQ�
VODYHU\�� LPSHULDOLVP��FRORQLDOLVP�DQG�QHR�FRORQLDOLVPµ�6HFRQG�ZKDW� DUH�ZH�GRLQJ� WR� VKRZ�
WKDW� WKHVH� DFWV� RU� HYHQWV� KDYH� DQG� FRQWLQXH� WR� UHQGHU� WKH� FRQWLQHQW� WR� EH�ZKHUH� LW� LV"�7KH�
LVVXH�LQ�TXHVWLRQ�LV�WR�IRFXV�RQ�WKH�´UHDOLW\�WKHRU\µ�DV�WKH�ZD\�WR�DGGUHVVLQJ�WKH�SOLJKW�RI�WKH�
FRQWLQHQW��7KLUG�XQOHVV�DQG�XQWLO�$IULFD�HPEDUNV�RQ�WKLV�DYHQXH�RI�GLVFRXUVH�� WKH�FRQWLQHQW�
ZLOO�PDNH�QR�KHDG�ZD\�LQ�SURYLGLQJ�TXDOLW\�OLYHOLKRRG�WR�WKH�SHRSOH��)RUMH��������%DORJXQ�	�
0XWDKDED��������(&$�������7KH�JHQHUDO�SLFWXUH�RI�WKH�$IULFDQ�EXUHDXFUDF\�LV�WKDW�LW�LV�QRW�
GLVFLSOLQHG�EXW�FRQWUROOHG�E\�WKH�SROLWLFDO�SDUW\�HVWDEOLVKPHQW��XQOLNH�LQ�(DVW�$VLD�ZKHUH�WKH�
EXUHDXFUDF\�ZKLFK�LV�ODUJHO\�GLVFLSOLQHG�E\�WKH�SROLWLFDO�V\VWHP�DQG�LW�LV�ODUJHO\�WKH�SROLWLFDO�
IRUFHV�GULYLQJ�WKH�PRGHUQLVDWLRQ�EDQGZDJRQ�RI�(DVW�$VLD��7KH�PRGHUQL]LQJ�EXUHDXFUDF\�DQG�
WKH�SURFHVV�RI�LQVWLWXWLRQ�EXLOGLQJ�DUH�MXVW�DV�PXFK�DQ�H[SUHVVLRQ�RI�VRFLDO�FKDQJHV�DV�WKH�FDXVH�
RI�PRGHUQL]DWLRQ��2QH�KDV�WR�VHH�WKLV�IURP�WKH�SHUVSHFWLYHV�RI�0XPIRUGµV��������²0\WK�RI�
WKH�0DFKLQH³�°�WKH�EXUHDXFUDF\�DV�D�PDFKLQH�PDGH�E\�PHQ�LQVWHDG�RI�LURQ�SDUWV��WKH�SURFHVV�
RI� JUDGXDO� DQG� FXPXODWLYH� UDWLRQDOLVDWLRQ�PDNLQJ� WKH� JUHDW� WUDGLWLRQV� RI�:HVWHUQ� WKLQNLQJ�
FRPELQJ� GLIIHUHQW� GLPHQVLRQV�� IRU� H[DPSOH� GLYLVLRQ� RI� ODERXU�� WKH� JUDGXDO� UHSODFHPHQW� RI�
PDQXDO�ODERXU�ZLWK�VSHFLDO�SXUSRVH�PDFKLQHU\��FHQWUDOLVDWLRQ�DQG�FRQFHQWUDWLRQ�RI�FDSLWDO��WR�
PDNH�WKH�ODUJH�PDVV�SURGXFLQJ�FRUSRUDWLRQ�WKH�QXFOHXV�RI�RXU�FLYLOLVDWLRQ��

*LYHQ�WKDW�WKH�SXEOLF�VHUYLFH�VHFWRU�LV�WR�VHUYH�WKH�SHRSOH��WKHQ�FLYLO�VRFLHW\�KDV�D�FULWLFDO�
UROH� WR� SOD\� LQ� WKH� RXWSXW� RI� WKH� SXEOLF� VHUYLFH� DV� ZHOO��:LWKLQ� WKLV� FRQWH[W�� FLYLO� VRFLHW\�
FRQWLQXHV�WR�UHWDLQ�KLJK�OHYHOV�WUXVW�LQ�WKH�H\HV�RI�WKH�SXEOLF��$�YLEUDQW�FLYLO�VRFLHW\�LV�VHHQ�
DV�WKH�ZD\�WR�UHVWRUH�WUXVW�LQ�VRFLDO�LQVWLWXWLRQV�E\�SURPRWLQJ�DFWLYH�FLWL]HQ�LQYROYHPHQW��7KH�
SUHVHQFH�RI�SRRU�SXEOLF�VHUYLFH�RXWSXW�LV�WKH�DEVHQFH�RI�GHPRFUDF\�DQG�WKH�UXOH�RI�ODZ��:H�
PXVW�XQGHUVWDQG�WKDW��

� :KHUH�WKHUH�LV�YLVLRQDU\�VHUYDQW�OHDGHUVKLS�DQG��
:KHUH�WKHUH�LV�D�SURDFWLYH�FLYLO�VRFLHW\�WKHUH�LV�KRSH
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:KHUH�WUXWK�LV�UHVSHFWHG��WKHUH�LV�MXVWLFH��
:KHUH�WKHUH�LV�MXVWLFH��WKHUH�LV�SHDFH�
:KHUH�WKHUH�LV�SHDFH��WKHUH�LV�KXPDQ�IUHHGRP��
:KHUH�WKHUH�LV�KXPDQ�IUHHGRP�
7KHUH�LV�SURVSHULW\�DQG�KDSSLQHVV�
:KHUH� LV� HTXLW\� VKDULQJ� LQ� SURVSHULW\� DQG� VXVWDLQHG� TXDOLW\� OLYHOLKRRG"� �6HH�
0DVKDPDLWH�������

'HHSHQLQJ� WKH� GHPRFUDWLF� DQG� JRRG� JRYHUQDQFH� SURFHVV� LV� SURPRWLQJ� DQG� HQKDQFLQJ�
JRYHUQPHQW�RXWSXW�IXQFWLRQV�DQG�PHHWLQJ�WKH�VRFLDO�FRQWUDFW�ZLWK�WKH�VRFLHW\��,Q�$IULFD�WKH�
SROLWLFDO�VLGH�RI�PRGHUQL]DWLRQ�KDV��LQ�IDFW��EHHQ�HYHQ�PRUH�GHYDVWDWLQJ�WKDQ�LWV�HFRQRPLF�VLGH��
,Q�PDQ\�FRXQWULHV��FRQVWLWXWLRQV�KDYH�EHHQ�UHYLVHG�WR�JLYH�WKH�PLOLWDU\�H[FHVVLYH�SRZHU�RYHU�
WKH�OHJLVODWXUH��WKH�EXUHDXFUDF\�DQG�WKH�MXGLFLDU\��,Q�VRPH�FDVHV�D�YHU\�SRZHUIXO�H[HFXWLYH�LV�
FUHDWHG�ZKR�PRUH�RU�OHVV�FODLPV�WKH�VWDWH�DV�D�SHUVRQDO�SURSHUW\��DQG�LW�LV�DW�KLV�JRRG�ZLOO�WKDW�
GRQDWHV�PRQLHV�IRU�WKH�FRQVWUXFWLRQ�RI�D�URDG��VFKRRO��DQG�RWKHU�LQIUDVWUXFWXUHV�DQG�VHUYLFHV��
,Q�JHQHUDO�WKH�SROLWLFDO�VLWXDWLRQ�LQ�$IULFD�KDV�QRW�EHHQ�FRQGXFLYH�WR�WKH�JURZWK�DQG�VXVWHQDQFH�
RI�KXPDQ�RU�LQVWLWXWLRQDO�FDSDFLW\�EXLOGLQJ��'LD��������)RUMH���������7KH�FLYLOL]LQJ�PLVVLRQ�
RI� WKH�FRORQLDO�HQWHUSULVH�ZDV�PDLQO\�FRQFHUQHG�ZLWK�SDFLI\LQJ� WKH�QDWLYHV� IRU�SXUSRVHV�RI�
IDFLOLWDWLQJ� H[SORLWDWLRQ� RI� QDWXUDO� UHVRXUFHV��7KH� SDFL¾�FDWLRQ� RI� FLWL]HQV� LQ� D� FRXQWU\� OLNH�
&DPHURRQ�EUHHGV�WKH�QRWLRQ�RI�OREE\LQJ�IRU�DSSRLQWPHQW��OREE\LQJ�IRU�SURPRWLRQ��SURPRWLQJ�
WKH�6RXWKZHVW���1RUWKZHVW��$QJORSKRQH��GLYLGH��DQG�WKH�GUDIWLQJ�RI�K\SRFULWLFDO�PRWLRQV�RI�
VXSSRUW�WR�SROLWLFDO�SDUW\�KLHUDUFK\�IRU�UHFRJQLWLRQ��

7KH�DGPLQLVWUDWLYH�V\VWHP�ZDV�RI�D�VNHOHWDO�W\SH��RQO\�ODUJH�HQRXJK�IRU�WKH�SXUSRVHV�RI�
H[WUDFWLQJ�UHYHQXHV�DQG�HQVXULQJ�RUGHUO\�JRYHUQDQFH��:KHQ�WKH�$IULFDQ�FRXQWULHV�DFKLHYHG�
LQGHSHQGHQFH�� WKH� HPSKDVLV� ODUJHO\� UHPDLQHG�RQ� WKH� FRQWURO� RI� SROLWLFDO� DQG�JRYHUQPHQWDO�
SURFHVVHV��7KH�LQKHULWHG�SXEOLF�DGPLQLVWUDWLRQ�ZDV�XVHG�IRU�H[HFXWLRQ�RI�SRZHU��EXW�KDG�OLWWOH�
RU�QR�WUDGLWLRQ�RI�MXGLFLDO�FKHFNV�DQG�EDODQFHV�ZKLFK�SROLWLFDO�OHDGHUVKLS�WKHQ�H[SORLWHG�IRU�LWV�
RZQ�JRRG��7KH�LQ¾�OWUDWLRQ�RI�SDUW\�SROLWLFV�LQWR�WKH�DGPLQLVWUDWLRQ�GHUDLOHG�WKH�XVHIXO�SXUSRVH�
WKH�FLYLO�VHUYLFH�SOD\V�LQ�SURPRWLQJ�WKH�TXDOLW\�OLYHOLKRRG�RI�FLWL]HQV��7KH�DGPLQLVWUDWLRQ�ZKLFK�
LV�WR�VHUYH�ZKLFK�HYHU�SROLWLFDO�SDUW\�WKDW�DVVXPHV�RI¾�FH�KDV�EHHQ�FRQYHUWHG�LQWR�WKH�H[WHUQDO�
EXUHDX�RI�WKH�JRYHUQLQJ�SROLWLFDO�SDUW\�LQ�GLVKLQJ�RXW�JRRGLHV�DQG�UHZDUGV�WR�IDLWKIXO�SDUW\�
PHPEHUV�DQG�SXQLVKLQJ�RSSRVLWLRQ�DUHDV�RI�VRFLHW\�

7KLV�FRXOG�EH�VHHQ�DV�WKH�XJO\�VLGH�RI�WKH�DGPLQLVWUDWLYH�VHW�XS��7KH�SUREOHP�RI�LQVXI¾�FLHQW�
LQVWLWXWLRQDO�FDSDFLW\�LV�QRW�RQO\�RQH�RI�ODFNLQJ�DGPLQLVWUDWLYH�FDSDFLWLHV��EXW�PRUH�VR�RQH�RI�
ODFNLQJ�DXWKRULW\� IRU� WKH� UHJXODWRU\� IUDPHZRUN� LQFOXGLQJ� WKH�FLYLO� VHUYLFH��3DWULPRQLDO�DQG�
SHUVRQDO�UXOH�SUHYDLO�DQG�DUH�DOORZHG�WR�SHUPHDWH�WKH�FLYLO�VHUYLFH�IURP�ZLWKLQ��PDNLQJ�LW�ERWK�
LQHI¾�FLHQW�DQG�LQHIIHFWLYH�DQG�DQ�DUHQD�IRU�UHQW�VHHNLQJ�EHKDYLRXU�DQG�RXWULJKW�FRUUXSWLRQ�

([SHULHQFH�ZLWK�WKH�SXEOLF�VHUYLFH�LQ�$IULFD�SRLQWV�LQ�WKH�GLUHFWLRQ�RI��D��SHUIRUPDQFH�
KDV� EHHQ� GLVDSSRLQWLQJ�� �E�� SROLWLFDO� SDWURQDJH� DQG� HWKQLF� GLFKRWRP\� UDWKHU� WKDQ� VHUYLFH�
GHOLYHU\�KDYH�JXLGHG�SROLF\�GHFLVLRQV���F��DFFRXQWDELOLW\��WUDQVSDUHQF\�DQG�UHVSRQVLELOLW\�KDYH�
EHHQ�ZHDN�RU�QRQ�H[LVWHQW�^G`�WKH�DEVHQFH�RI�WKH�UXOH�RI�ODZ��DQG��H��WKH�SROLWLFLVDWLRQ�DQG�
HWKQLFLVDWLRQ� RI� WKH� SXEOLF� VHUYLFH� DOO� RI�ZKLFK� DUH� GLVDVWURXV� WR� WKH� WUDQVIRUPDWLRQ� RI� WKH�
FRQWLQHQW��'HVSLWH�WKH�SRRU�SHUIRUPDQFH�LQ�WKH�SDVW��VRPH�FRXQWULHV�DUH�VWULYLQJ�WRZDUGV�EHVW�
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SUDFWLFHV�IRU�LQVWDQFH��%RWVZDQD��6RXWK�$IULFD��*KDQD��0DXULWLXV��.HQ\D��DQG�5ZDQGD�WKRXJK�
WKHUH�LV�VWLOO�D�GLVWDQFH�WR�FRYHU�LQ�UHVSHFW�RI��L��GHYHORSPHQW�IURP�ZLWKLQ���LL��ORFDOL]DWLRQ�RI�
WUDQVSDUHQF\�� DFFRXQWDELOLW\� DQG� UHVSRQVLELOLW\� �7$5��� DQG� �LLL�� LQVWLWXWLRQDO� YLDELOLW\��0RVW�
$IULFDQ�FRXQWULHV�DUH�FKDOOHQJHG� WR�FRS\� WKH�EHVW�SUDFWLVHV�RI�RWKHU�FRXQWULHV�DQG� LPSURYH�
RQ� WKHLU� RXW� IXQFWLRQV� RI� SXEOLF� VHUYLFH� WR� GHOLYHU� TXDOLW\� VHUYLFHV� WR� WKH� SHRSOH��$IULFDQ�
EXUHDXFUDF\�PXVW�VWULYH�WR�EHLQJ�SHRSOH�IULHQGO\�DQG�LQGLYLGXDOV�VKRXOG�IROORZ�WKH�ZRUGV�RI�
3UHVLGHQW�-RKQ�)�.HQQHG\��´DVN�QRW�ZKDW�\RXU�FRXQWU\�FDQ�GR�IRU�\RX�EXW�\RX�FDQ�GR�IRU�WKH�
FRXQWU\µ�

�L��'HYHORSPHQW�IURP�ZLWKLQ��'HYHORSPHQW�IURP�ZLWKLQ�KDV�WR�RULJLQDWH�IURP�DQ�$IUR�FHQWULF�
SHUVSHFWLYH�DQG�VKRXOG�HQKDQFH�WKH�VRFLDO�DQG�SROLWLFDO�VSDFH�IRU�WKH�FLWL]HQV�ZKHWKHU�LQ�WKH�
SXEOLF��SULYDWH�RU�YROXQWDU\�VHFWRU�WR�EH�FRQVWUXFWLYHO\�HQJDJHG��$V�VXFK��LW�KDV�WKH�SRWHQWLDO�
RI�PDNLQJ� D�PDMRU� FRQWULEXWLRQ� WRZDUG�PRUH� GHPRFUDWLF� DQG� HIIHFWLYH� JRYHUQDQFH��$W� WKH�
FRUH�RI�EXUHDXFUDWLF��DQG�SROLWLFDO��WUDQVSDUHQF\��DFFRXQWDELOLW\�DQG�UHVSRQVLELOLW\�LV�WKH�QHHG�
IRU�ULJRURXV�V\VWHP�RI�¾�QDQFLDO�PDQDJHPHQW��7KH�DEVHQFH�RI�EDODQFLQJ�IRUFHV�LQ�WKH�VRFLHW\�
HQDEOHV�WKH�EXUHDXFUDF\�WR�HVWDEOLVK�LWVHOI�DV�D�VXSHUVWUXFWXUH�WKDW�ZDV�WR�SOD\�WKH�UROH�DV�WKH�
YHKLFOH�RI�HFRQRPLF�JURZWK�DQG�PRGHUQL]DWLRQ��%XW�WR�DFKLHYH�WKLV�UHTXLUHV�WKH�DVVXPLQJ�WKH�
FKDUDFWHULVWLFV�RI�:HEHUµV�EXUHDXFUDWLF�LGHDO�W\SH��WR�GR�WKLQJV�HI¾�FLHQWO\�DFFRUGLQJ�WR�H[SOLFLW��
REMHFWLYH�VWDQGDUGV�UDWKHU� WKDQ�WR�SHUVRQDO�RU�RWKHU�REOLJDWLRQV�DQG�OR\DOWLHV��,W� LV� WKLV�NLQG�
RI�SXEOLF�VHUYLFH�WKDW�LV�LQ�VKRUW�VXSSO\�LQ�$IULFD�DQG�WKH�RQH�WKDW�LV�WKH�WDUJHW�IRU�WKH�SUHVHQW�
DPELWLRQ�WR�HQFRXUDJH�LQVWLWXWLRQ�EXLOGLQJ�LQ�$IULFD�

�LL��/RFDOLVDWLRQ�RI�WUDQVSDUHQF\��DFFRXQWDELOLW\�DQG�UHVSRQVLELOLW\��7XUQLQJ�WR�WUDQVSDUHQF\��
DFFRXQWDELOLW\� DQG� UHVSRQVLELOLW\� �7$5���$IULFD� KDV� EHHQ� JURVVO\� GHSHQGHQW� �(XUR�FHQWULF��
DSSURDFK�RQ�:HVWHUQ�FRXQWULHV�IRU�WKHLU�WUDQVLWLRQDO�SURFHVV��:KHQ�GHYHORSPHQW�UHODWHG�DFWLYHV�
DUH�QRW�ORFDOL]HG�DQG�RZQHG�E\�WKH�SHRSOH��VHUYLFH�GHOLYHU\�ZLOO�HTXDOO\�VWUD\�LQ�WKH�ZURQJ�
GLUHFWLRQ��/RFDOLVLQJ�GHYHORSPHQW��$IUR�FHQWULF��HQFRXUDJHV�WKH�SHRSOH�WR�WDNH�VHULRXVO\�DQG�
LPSRVH�FRQGLWLRQDOLW\µV�RQ�HDFK�RWKHU�DV�RSSRVHG�WR�ZDLWLQJ�IRU�RXWVLGHUV�ZKR�HYHQWXDOO\�ZLOO�
KLMDFN�WKH�SURFHVV��7KLV�LV�ZKDW�LV�KDSSHQLQJ�ZLWK�WKH�RXWSXW�IXQFWLRQV�RI�WKH�SXEOLF�VHUYLFHV�
ZKLFK�VHUYH�VSHFLDO�LQWHUHVW�DV�D�UHVXOW�RI�LWV�SROLWLFLVDWLRQ�QDWXUH��7KH�DEVHQFH�RI�WUDQVSDUHQF\��
DFFRXQWDELOLW\�� DG� UHVSRQVLELOLW\� VKRZV� WKH� ULVLQJ� GHVWUXFWLYH� IUXVWUDWLRQ� RI� WKH� SRSXODWLRQ�
FRPSDUHG�WR�WKH�ULVLQJ�H[SHFWDWLRQ�RI�WKH�SHRSOH�RQ�WKH�HYH�RI�LQGHSHQGHQFH��6LQFH�H[LVWLQJ�
SROLWLFDO�DQG�HFRQRPLF�FRQGLWLRQDOLW\µV�IDLO�WR�SURGXFH�WKH�H[SHFWHG�LPSURYHPHQW�LQ�TXDOLW\�
OLYLQJ�VWDQGDUGV��DV�HDUOLHU�QRWHG��IUXVWUDWLRQ�DQG�GLI¾�FXOWLHV�RI�GLVSHQVLQJ�IRUHLJQ�FRQWURO�RI�
WKH�GHYHORSPHQW�SDWK�RI�WKH�FRQWLQHQW�ZLOO�PXOWLSO\��7KH�EHVW�ZD\�IRU�$IULFD�WR�PLWLJDWH�WKHVH�
SUREOHPV�LV�WR�DGRSW�DQ�$IUR�FHQWULF�DSSURDFK�DQG�WR�ULVH�WR�WKH�RFFDVLRQ�DQG�GHPRQVWUDWH�WKHLU�
FDSDELOLW\�RI�WDNH�UHVSRQVLELOLW\�RI�WKHLU�GHYHORSPHQW�SDWK�DQG�RZQLQJ�LW��7KHVH�HTXDOO\�H[KLELW�
WKH� LPSHUDWLYHQHVV�IRU�GHPRFUDWLF��DFFRXQWDEOH�DQG�UHVSRQVLYH�JRYHUQDQFH� WR�EHWWHU�KDQGOH�
GHYHORSPHQW�PDQDJHPHQW�LVVXHV�LQ�D�UHVSRQVLEOH�IDVKLRQ�RQ�WKHLU�RZQ�GHYHORSPHQW��6DPXHO�
�������QRWHV�WKDW�WKHUH�DUH�LQ�HVVHQFH�WZR�ZD\V�WR�SURPRWH�WUDQVSDUHQF\��DFFRXQWDELOLW\�DQG�
UHVSRQVLELOLW\�LQ�WKH�SURGXFWLRQ�RI�JRRGV�DQG�VHUYLFHV�GHOLYHU\��H[LW�DQG�YRLFH��

�LLL��,QVWLWXWLRQDO�YLDELOLW\��,Q�UHVSHFW�RI�LQVWLWXWLRQDO�YLDELOLW\��LV�HQFRXUDJHG�E\�WKH�GHPRFUDWLF�
JRYHUQDQFH�LQ�SODFH��$IULFDQ�QHHGV�VWURQJ�DQG�YLDEOH�LQVWLWXWLRQV��QRW�VWURQJ�GLFWDWRULDO�OHDGHUV�
ZKR�DUH�WRWDOO\�GHWDFKHG�IURP�WKH�UHDOLWLHV�RI�WKHLU�HQYLURQPHQW��%XLOGLQJ�WKH�KXPDQ�FDSDFLW\�
RI� WKH� FRQWLQHQW� LV� HVVHQWLDO� DQG�PXVW� EH� JLYHQ� WRS� SULRULW\�� 7KH�ZRUNLQJ� HQYLURQPHQW� RI�
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FLYLO�VHUYDQWV�VKRXOG�EH�LPSURYHG�WR�FXUE�WKH�UDWH�RI�FRUUXSWLRQ��ORZ�SURGXFWLYLW\��LQHUWLD�DQG�
RWKHU�PDODLVH�WKDW�DIIHFWV�WKH�RXWSXW�IXQFWLRQV�RI�WKH�SXEOLF�VHUYLFH��7KH�VWUXFWXUDO�DGMXVWPHQW�
SURJUDPPH�VHULRXVO\�DQG�QHJDWLYHO\�LPSDFWHG�RQ�WKH�FRQWLQHQWµV�SXEOLF�VHUYLFH�VHFWRU��$JDLQVW�
WKH�EDFNJURXQG�RI�RQ�JRLQJ�SXEOLF�VHFWRU�FRQWUDFWLRQ��LW�LV�HVSHFLDOO\�LPSRUWDQW�WKDW�WKH�FLYLO�
VHUYLFH�EH�SURYLGHG�ZLWK�LQFHQWLYHV�WR�UHVWRUH�YLDELOLW\�DQG�SURGXFWLYLW\��,W�VKRXOG�EH�QRWHG�WKDW�
WKH�SXEOLF�VHUYLFH�VHFWRU�LQ�$IULFDQ�FRXQWULHV�KDV�EHHQ�WKH�YLOODLQ�RI�GHYHORSPHQW�PDQDJHPHQW�
IRU�WRR�ORQJ��:LWK�WKH�HFRQRP\�SLFNLQJ�XS��LW�LV�WLPH�IRU�WKH�SXEOLF�VHUYLFH�WR�SURYH�LWVHOI��$�
JRRG�SXEOLF�VHUYLFH�VHFWRU�KDV�DOO�WKH�LQJUHGLHQWV�DQG�DELOLW\�WR�IDFLOLWDWH�D�WXUQDURXQG�LQ�TXDOLW\�
VHUYLFHV�GHOLYHU\�LQ�D�FRVW�HIIHFWLYH�PDQQHU�DQG�WR�DFFHOHUDWH�WKH�WUDQVIRUPDWLRQ�SURFHVV��

7XUQLQJ�DURXQG�WKH�VLWXDWLRQ�EHFRPHV�DQ�DWWUDFWLYH�DYHQXH�ZLWK�D�VWURQJ�SXOOLQJ�HIIHFW�
IRU�IRUHLJQ�LQYHVWRUV��,W�FUHDWHV�URRP�IRU�MXVWL¾�FDWLRQ�IRU�IRUHLJQ�DLG��3UHVHQWO\��VWDUWLQJ�IURP�
WKH� SUHPLVHV� WKDW� WKH� SULQFLSDO� VKRUWFRPLQJV� LQ�$IULFD� WRGD\� LV� QRW� VKRUWDJH� RI� WHFKQLFDO�
DQG� PDQDJHULDO� SHUVRQQHO� EXW� YLDEOH� LQVWLWXWLRQV�� ZKLFK� DOVR� FDOO� IRU� H[SHQVLYH� WUDLQLQJ�
SURJUDPPHV�WR�DFKLHYH�EHWWHU�UHVRXUFHV�XWLOL]DWLRQ�E\�HQFRXUDJLQJ�FRPSHWLWLRQ�DPRQJ�SXEOLF�
DQG� SULYDWH� LQVWLWXWLRQV� LQ� VRFLHW\�� /RZ� VDODU\� FDQ� EH� VHHQ� DV� D� IDFWRU� RI� EDG� DQG� XJO\� RI�
WKH�FLYLO�VHUYLFH��:LWK�ORZ�VDODULHV�ZLWKLQ�WKH�SXEOLF�VHFWRU�TXDOL¾�HG�VWDII�FDQQRW�EH�UHWDLQHG�
DQG�VR�WKH�TXDOLW\�RI�WKH�VHUYLFHV�SURGXFHG�WHQGV�WR�GHWHULRUDWH��7KLV�DOVR�FRQWULEXWHV�WR�WKH�
´EUDLQ�GUDLQµ�SKHQRPHQD��ZKLFK�LV�D�FRQVHTXHQFH�RI�WKH�PHDJUH�SD\�DQG�SRRU�FDUHHU�SURVSHFWV�
WKHUHE\� XQGHUPLQLQJ� WKH� DGPLQLVWUDWLYH� FDSDFLW\� RI� WKH� FRQWLQHQW��7KH� LPSOLFDWLRQ� IRU� WKLV�
EHKDYLRXU�OHDGV�WR�OHVV�DQG�OHVV�WLPH�VSHQW�RQ�WKHLU�SULPDU\�UHVSRQVLELOLWLHV�DV�FLYLO�VHUYDQWV�WR�
WKH�GHWULPHQW�RI�WKH�JHQHUDO�VWDQGDUG�RI�SHUIRUPDQFH�RI�WKH�FLYLO�VHUYLFH�DV�QRWHG�E\��-D\FR[��
����������²LW�LV�GHPRUDOLVHG��LW�LV�XQGHUSDLG��LW�LV�ERDWHG³��7KHUHIRUH�WKH�FLYLO�VHUYLFH�LV�UXQQLQJ�
RIWHQ�RQ�D�NLQG�RI�LQIRUPDO�RU�SULYDWH�WD[DWLRQ�³�

7KH� SXEOLF� VHUYLFH� QHHGV� WR� UHGHGLFDWH� WKHP� WR� WKH� EHOLHI� WKDW� SURJUHVV� LV� SRVVLEOH� LQ�
$IULFD��+DYLQJ�VWURQJ�DQG�LQGHSHQGHQW�LQVWLWXWLRQV�SURYLGHV�JRRG�FKDQFHV�RI�UHFHLYLQJ�H[WHUQDO�
DVVLVWDQFH�DQG�RSHQ�WR�OHDUQLQJ�IURP�EHVW�SUDFWLFHV�IURP�RWKHU�FRXQWULHV��7KH�QHFHVVDU\�WUDLQLQJ�
DQG�FDSDFLW\�EXLOGLQJ�LQWHUYHQWLRQV�ZLOO�KDYH�WR�EH�JLYHQ�WR�SXEOLF�IXQFWLRQDULHV�WR�HQVXUH�WKDW�
VNLOOV�DUH�XVHG�RSWLPDOO\�LQ�WKH�SURFHVV�RI�FUHDWLQJ�D�FDSDEOH�GHYHORSPHQWDO�VWDWH�DV�ZHOO�DV�
EHLQJ�SURDFWLYH�LQ�GHDOLQJ�ZLWK�WKH�QXPHURXV�FKDOOHQJHV�IDFLQJ�PRGHUQ�JRYHUQPHQW��,W�JRHV�
ZLWKRXW�VD\LQJ�WKDW�DQ�XQLQIRUPHG�VRFLHW\�FDQQRW�EH�GHPRFUDWLF��DQ�LJQRUDQW�HOHFWRUDWH�FDQQRW�
EH�HIIHFWLYH��7KH�UROH�RI�D�FULWLFDO�DQG�REMHFWLYH�PHGLD�DV�DQ�LQVWLWXWLRQ�RI�HGXFDWLQJ��LQIRUPLQJ�
DQG�HQWHUWDLQLQJ�VRFLHW\�LV�YLWDO�LQ�EXLOGLQJ�D�YHULWDEOH�SXEOLF�VHUYLFH�VHFWRU��2I�FRXUVH��RQH�
FDQQRW�UXOH�RXW�WKH�IDFW�WKDW�WKH�PHGLD�DUH�DFWLYH�SROLWLFDO�DFWRUV��%XW�DV�DFWLYH�SROLWLFDO�DFWRUV��
WKHLU�UROH�LV�WR�EH�REMHFWLYH��FRQVWUXFWLYH��LQIRUPDWLYH�DQG�LPSDUWLDO�LQ�WKHLU�UHSRUWLQJ��(IIHFWLYH�
LQWHUSUHWDWLRQ� DQG� UHSRUWLQJ�PHDQV� HIIHFWLYH� DQG� WLPHO\� GHOLYHU\� RI� VHUYLFHV� DQG� LPSURYHG�
ZHOIDUH�� ,W� LV�DOVR�DUJXHG�KHUH� WKDW� WKH�VWDWH�KDV�D�PDMRU� UROH� LQ�SURPRWLQJ�DQ� ´LQIRUPDWLRQ�
VRFLHW\µ��,QIRUPDWLRQ�WHFKQRORJ\�VKRXOG�EH�XVHG�WR�UH�HQJLQHHU�DQG�VXSSRUW�DOO�JRYHUQPHQW�
SURFHVVHV�LQ�RUGHU�WR�PHHW�DOO�VWUDWHJLF�DQG�RSHUDWLRQDO�UHTXLUHPHQWV�RI�WKH�SXEOLF�VHUYLFH�

7KH�5ROH�RI�WKH�0HGLD

*LYHQ�WKDW�WHQVH�FRPSHWLWLRQ�H[LVW�EHWZHHQ�WKH�EXUHDXFUDF\�DQG�WKH�PHGLD�DV�WR�ZKLFK�VKRXOG�
EH�FODVVL¾�HG�DV�WKH�IRXUWK�HVWDWH�RI�JRYHUQPHQW��WKH�LQ¿�XHQFH�RI�SRZHU�DQG�UHDFKLQJ�D�EURDGHU�
VHFWRU�RI�VRFLHW\��WKHUH�VHHP�WR�EH�D�́ EDFNZDUG�ORRSµ�WR�WKH�VLWXDWLRQ�ZLWK�D�EHWWHU�XQGHUVWDQGLQJ�
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RI�WKH�FRPSOH[LW\�RI�WKH�SXEOLF�VHUYLFH�VHFWRU�WR�VHUYLFH�GHOLYHU\��7KH�VLWXDWLRQ�FDQ�LQ�IDFW�EH�
UHYLVLWHG�E\�WU\LQJ�WR�H[SODLQ�WKH�´ULVH�DQG�IDOOµ�RI�VHUYLFH�GHOLYHU\�DQG�LQ�SDUWLFXODU�E\�WU\LQJ�
WR�LGHQWLI\�WKH�IDFWRUV�ZKLFK�KDYH�VR�IDU�FRQWULEXWHG�WR�SRRU�VHUYLFH�GHOLYHU\�DQG�WKH�H[WHQW�WR�
ZKLFK�WKH�VRFLHW\�LV�LQIRUPHG�RQ�WKH�VWDWH�RI�DUW��4XHVWLRQ�RI�SRZHU�DUH�LQGLVSXWDEO\�LPSRUWDQW��
7KH�PHGLD�UHDFKHV�D�ZLGH�SXEOLF�DQG�FDQ�PDNH�RU�XQPDNH�WKH�DFWLYLWLHV�RI�WKH�SXEOLF�VHUYLFH��
7KH�SXEOLF�VHUYLFH�VHFWRU�KDV�WKH�SRZHU�WR�HQDFW�SROLF\�PHDVXUHV�WKDW�FXUWDLO�WKH�UROH�RI�WKH�
PHGLD��7KH�LQKHUHQW�SRZHU�VWUXFWXUH�RI�WKH�WZR�ERGLHV�KDV�D�JUHDWHU�FDSDFLW\�WR�FKDQJH�WKH�
DJHQGD�DQG�GHFLVLRQV�RI�JRYHUQPHQW��

*LYHQ� WKDW� WKH�PHGLD� LQ�&DPHURRQ� LV� XQGHU� WKH� VWULFW� FRQWURO� RI� WKH� JRYHUQPHQW�� WKH�
RXWSXW�IXQFWLRQV�RI�WKH�VWDWH�PD\�EH�VHHQ�ZLWKLQ�WKH�SHUVSHFWLYHV�DV�KDYLQJ�´XSV�DQG�GRZQVµ�
RU� WKH� ´ULVH� DQG� IDOOµ� RI� WKH� SXEOLF� VHUYLFH��8QGHU� WKH� SUHVVXUH� IURP� WKH�PHGLD� DQG� SXEOLF�
RSLQLRQ��WKH�JRYHUQPHQW�ZDV�IRUFHG�WR�VWDUW�SURELQJ�LQWR�LWV�RXWSXW�IXQFWLRQV�HVSHFLDOO\�RQ�WKH�
LVVXH�RI�FRUUXSWLRQ��7KHUH�LV�DOVR�WKH�´JRRG��EDG��DQG�XJO\�RI�WKH�PHGLD�HQWHUSULVH�°�EHLQJ�D�
ZKLVWOH�EORZHU��SRRU�UHSRUWLQJ�DQG�FRUUXSWLRQ�DPRQJ�RWKHUV��7KH�FUHDWLRQ�RI�DQWL�FRUUXSWLRQ�
FRPPLWWHHV�LQ�PLQLVWULHV�WR�¾�JKW�WKH�SDQGHPLF��OHJLVODWXUHV�RQ�FRUUXSWLRQ�DQG�HGXFDWLQJ�WKH�
SXEOLF�RQ�WKH�LOOV�WKLV�LQMHFWV�LQWR�WKH�VRFLHW\��$W�WKLV�SRLQW��JRYHUQPHQW�LV�VHHQ�WR�EH�´GRLQJ�
VRPHWKLQJµ�� ´VROYLQJ� SUREOHPVµ� DQG� ´PDNLQJ� GHFLVLRQVµ� �)RUMH� ������ 2ZRQD�� ������� ,W� LV�
KRSHG�WKH�GRLQJ�VRPHWKLQJ��VROYLQJ�SUREOHPV�DQG�PDNLQJ�GHFLVLRQ��VKRXOG�EH�JHDUHG�WRZDUGV�
SUHSDULQJ�IRU�WKH�IXWXUH�DQG�HQVXULQJ�VXVWDLQDEOH�TXDOLW\�VHUYLFHV�GHOLYHU\�WR�DOO��

)RU�QRZ�DQG�LQ�WKH�FDVH�RI�&DPHURRQ��WKUHH�V\QGURPHV�FRQWULEXWH�WR�SRRU�VHUYLFHV�GHOLYHU\��
QDPHO\���D��WKH�DSSRLQWPHQW�V\QGURPH���E��WKH�SURPRWLRQ�V\QGURPH��DQG��F��WKH�PRWLRQ�RI�
VXSSRUW�V\QGURPH��7KHVH�WKUHH�LQWHUWZLQHG�IDFWRUV�EUHHG�FRUUXSWLRQ��LQHUWLD��ORZ�SURGXFWLYLW\��
LQ�VKRUW��WKHVH�DUH�DYHQXHV�IRU�DQ�LQHI¾�FLHQW�DQG�LQHIIHFWLYH�EXUHDXFUDWLF�VHWXS�OHDGLQJ�WR�SRRU�
VHUYLFHV�GHOLYHU\��7KH�FRXQWU\�LV�SODJXHG�ZLWK�WKH�FRUUXSWLRQ�VDJD�ZKLFK�LV�QRZ�HQGHPLF��7KH�
1DWLRQDO�&RPPLVVLRQ�RI�+XPDQ�5LJKWV�DQG�)UHHGRPV��1&+5)��LQ�LWV�KXPDQ�ULJKWV�VLWXDWLRQ�
LQ�&DPHURRQ�IRU������REVHUYHV�DPRQJ�PDMRU�FKDOOHQJHV�IDFLQJ�WKH�FRXQWU\��LV�WKH�LQFUHDVH�LQ�
FRUUXSWLRQ��$FFRUGLQJ�WR�WKH�UHSRUW�ODXQFKHG�RQ����'HFHPEHU�������²FRUUXSWLRQ�KDV�LQFUHDVHG�
DQG�KDV� DVVXPHG� D� JUHDWHU�PDJQLWXGH�� GHVSLWH�*RYHUQPHQW� HIIRUWV� WRZDUGV� FXUELQJ� WKH� LOO��
'HVSLWH�WKH�UHFHQW�HVWDEOLVKPHQW�RI�WKH�6SHFLDO�FULPLQDO�&RXUW�DV�ZHOO�DV�SURVHFXWLRQV�DJDLQVW�
FHUWDLQ�LQGLYLGXDOV�ZLWKLQ�WKH�*RYHUQPHQW��WKH�SKHQRPHQRQ�RI�FRUUXSWLRQ�KDV�UHPDLQHG�RQ�WKH�
LQFUHDVH�DQG�HYHQ�DVVXPLQJ�D�JUHDWHU�PDJQLWXGH��/XNRQJ����������

,QIRUPDWLRQ� DQG� FRPPXQLFDWLRQ� WHFKQRORJLHV� KDYH� UDLVHG� JUHDWHU� DZDUHQHVV� RQ� WKH�
RXWSXW� IXQFWLRQV�RI�JRYHUQPHQW��7R�D� ODUJH�H[WHQW� WKH�FUXFLDO� UROH�RI� VFLHQFH�DQG�VFLHQWL¾�F�
NQRZOHGJH�DQG�WKH�VWUDWHJLF�XVH�RI�VSHFL¾�F�ODQJXDJH�DQG�DUJXPHQWV�WR�H[SUHVV�WKHVH�°�KDYH�
SOD\HG�LQ�VKDSLQJ�WKH�SROLF\�FRQFHUQV�DQG�GHEDWHV�RQ�VHUYLFH�GHOLYHU\��7KLV�XQGHUVFRUHV�WKH�
FUXFLDO�FRQWULEXWLRQ�RI�WKH�´SRZHU�RI�H[SHUWLVHµ��KLJKOLJKWLQJ�FUXFLDO�FRQWULEXWLRQV�E\�YDULRXV�
VHFWRUV� RI� WKH� HFRQRP\� WR� WKH� DGYDQFHPHQW� RI� WKH� FRQWLQHQW�� 7KH� IXWXUH� RI� WKH� FRQWLQHQW�
EHORQJV�WR�WKH�SHRSOH�ZKR�VHH�SRVVLELOLWLHV�EHIRUH�WKH\�EHFRPH�REYLRXV��7KH�FRQWLQHQW�KDV�
HQRUPRXV�SRVVLELOLWLHV�IRU�JURZWK��GHYHORSPHQW�DQG�VXVWDLQDEOH�ZHOOEHLQJ��$V�VXFK��WKHUH�DUH�
QR�GUHDPV� WRR� ODUJH��QR� LQQRYDWLRQ�XQLPDJLQDEOH�DQG�QR� IURQWLHUV�EH\RQG� WKH� UHDFK�RI� WKH�
SHRSOH��$OO�ZKDW�LV�UHTXLUHG��LV�GHWHUPLQDWLRQ��FRPPLWPHQW��SROLWLFDO�ZLOO�DQG�JRRG�OHDGHUVKLS�
WR�RYHUFRPH�RGGV�
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&RQFOXVLRQ

:KHUH�WR�IURP�+HUH"

$OWKRXJK�GHYHORSPHQW�LQ�$IULFD�UHPDLQV�VWURQJO\�DQFKRUHG�WR�WKH�SULQFLSOH�RI�(XUR�FHQWULFLVP��
H[WHUQDO�DJHQFLHV�FDQ�FRQWULEXWH�VLJQL¾�FDQWO\�WR�IRVWHULQJ�JRRG�JRYHUQDQFH�DV�LQSXW�WR�SXEOLF�
VHUYLFH�GHOLYHU\��/HW�PH�UH�HPSKDVLV�DOVR�WKDW�$IULFD�VKRXOG�QHJDWH�DQ�$IUR�FHQWULF�DSSURDFK�
WR�GHYHORSPHQW��:LWKRXW�EHWWHU�JRYHUQDQFH�DQG�WKH�SURSHU�DQG�FRQVWUXFWLYH�HQJDJHPHQW�RI�DOO�
WKH�VWDNHKROGHUV��JRYHUQPHQW�RXWSXW�IXQFWLRQV�FDQ�EH�GHUDLOHG��7KH�SXEOLF�VHUYLFH�VHFWRU�OLNH�
JRRG�JRYHUQDQFH� LV�D� IUDJLOH�SODQW� WKDW�QHHGV�VXVWDLQHG�QRXULVKLQJ�� ,W� UHTXLUHV� IXQGDPHQWDO�
FKDQJHV�LQ�PHQWDOLW\�DQG�VRFLDO�H[SHFWDWLRQV�WKDW�ZLOO�FKDQJH�RQO\�JUDGXDOO\��%XW�WKH�SDFH�RI�
FKDQJH�LV�OLNHO\�WR�EH�VWURQJO\�LQ¿�XHQFH�E\�HFRQRPLF�FLUFXPVWDQFHV��YLVLRQDU\�OHDGHUVKLS�DQG�
D�YLEUDQW�FLYLO�VRFLHW\�

7KDW�WKH�$IULFDQ�SXEOLF�VHUYLFH�VHFWRU�LV�FRUUXSW��XQSURGXFWLYH�DQG�VWURQJO\�SROLWLFL]HG�
FDQQRW� EH� GHQLHG�� &KDQJH� LV� UHTXLUHG�� .QRZLQJ� WKDW� FKDQJLQJ� SURFHGXUHV�� PHQWDOLW\� DQG�
SUDFWLFHV�ZLWKLQ�DOUHDG\�HVWDEOLVKHG�LQVWLWXWLRQV�LV�QRW�DQ�HDV\�WDVN�UHTXLUHV�VHULRXV�FKDQJHV�
LQ�PLQG�VHW�DFURVV�WKH�ERDUG�WR�VHH�GHYHORSPHQW�IURP�DQRWKHU�DQJOH��7R�LPSOHPHQW�DQ�$IUR�
FHQWULF�GHYHORSPHQW�PRGHO��RQH�PXVW�¾�UVW�UHFRJQL]H�WKDW�VHULRXV�PLQG�VHW�FKDQJH�LV�QHFHVVDU\��
)DU� UHDFKLQJ� UHIRUPV� DUH� QHHGHG� WR�PDNH� WKH� SXEOLF� VHUYLFH� IXQFWLRQDO� DQG� UHVSRQVLYH� WR�
VHUYLFH�GHOLYHU\�DQG� LQ�PHHWLQJ� WKH�HVVHQWLDO�QHHGV�RI� WKH�SHRSOH��7KH�DSSHDO� WR� WKH�SXEOLF�
VHUYLFH�VHFWRU�LV�WR�GUDZ�VRPH�OHVVRQV�IURP�6KDZ�����������²WKH�ZRUVW�VLQ�WRZDUG�RXU�IHOORZ�
FUHDWXUHV�LV�QRW�WR�KDWH�WKHP��EXW�WR�EH�LQGLIIHUHQW�WR�WKHP��WKDWµV�WKH�HVVHQFH�RI�LQKXPDQLW\�³
7RGD\��VWDWH�RXWSXW�VHUYLFHV�RU�WKH�VRFLDO�FRQWUDFW�EHWZHHQ�WKH�VWDWH�DQG�SHRSOH�LV�PHDVXUHG�
ODUJHO\�RQ� WKH�RXWSXW� IXQFWLRQV�RI� WKH� FLYLO� VHUYLFH�� ,W� LV� RQ� WKH�GHFHQW�ZLWK� D� ODQGLQJ� WKDW�
FRXOG�EH�GLVDVWURXV��7KHUH�LV�QHHG�WR�¾�QG�FRPPRQ�JURXQG�DQG�D�FDOO�WR�DFWLRQ�DJDLQVW�SRRU�
VHUYLFHV�GHOLYHU\�E\�WKH�SXEOLF�VHUYLFH��$IULFD�QHHGV�D�SXEOLF�VHUYLFH�VHFWRU�WKDW�LV�LQQRYDWLYH�
DQG�HQKDQFLQJ�VXVWDLQDEOH�TXDOLW\�VHUYLFH�GHOLYHU\��7KH�FRQWDJLRXV�GLVHDVH�RI�FRUUXSWLRQ��ORZ�
SURGXFWLYLW\�� LQHUWLD� WKDW�KDV�JULSSHG� WKH� FRQWLQHQW� LV� VORZLQJ� WKH�RQZDUG�PDUFK� WR�TXDOLW\�
OLYHOLKRRG�RI�WKH�SHRSOH��7KLV�VORZ�SURJUHVV�VKRXOG�VHQG�VLJQL¾�FDQW�VLJQDOV�WR�OHDGHUV��,Q�VKRUW��
LW�FDOOV�IRU�JHQXLQH�VHUYDQW�OHDGHUVKLS�WR�HIIHFW�SRVLWLYH�FKDQJH�IRU�WKH�FRPPRQ�JRRG��

7KH� SRLQW� RI� GHSDUWXUH� RI� WKLV� SDSHU� LV� WKH� DSSDUHQW� QHHG� IRU� WKH� GHSROLWLFLVDWLRQ� RI�
WKH�SXEOLF� VHUYLFH��PDNLQJ� LW� D�YHULWDEOH� LQVWUXPHQW� LQ�PHHWLQJ� WKH� VRFLDO�FRQWUDFW�EHWZHHQ�
WKH� VWDWH� DQG� WKH� SHRSOH� DQG� FUHDWLQJ� DQ� HQDEOLQJ� HQYLURQPHQW� IRU� WKH� EXUHDXFUDWLF� VHW�XS�
IRU� WKH�GHOLYHUDQFH�RI�VHUYLFHV� WR� WKH�SHRSOH��7KH�JRRG��EDG�DQG�XJO\�RI� WKH�SXEOLF�VHUYLFH�
GHSHQGV�RQ�WKH�VHUYLFHV�UHQGHUHG�WR�VRFLHW\��)LUVW��LW�LV�LPSHUDWLYH�WKDW�WKH�KXPDQ�FDSLWDO�RI�WKH�
VHUYLFH�EH�GHYHORSHG�HQVXULQJ�WKDW�PRUDO��HWKLFDO�YDOXHV�DQG�GLVFLSOLQH�SUHYDLOV��6HFRQG��WKH�
ZRUNLQJ�FRQGLWLRQV�RI�WKH�ZRUNHUV�DUH�LPSURYHG�WR�FXUE�WKH�GHJUHH�RI�LQHUWLD��ORZ�SURGXFWLYLW\��
LQHI¾�FLHQF\��FRUUXSWLRQ�DQG�RWKHU�PDOSUDFWLFHV� WKDW�UHQGHU� WKH�VHFWRU�D� OLDELOLW\� WR� WKH�VWDWH��
7KLUG��JRRG�JRYHUQDQFH�� WKH� UXOH�RI� ODZ�PXVW�SUHYDLO� WR�HQVXUH�FKHFNV�DQG�EDODQFHV� LQ� WKH�
V\VWHP�

$SSDUHQWO\��WKH�FKDOOHQJH�LV�ORRNLQJ�DKHDG�ZKLOH�DFWLQJ�QRZ�IRU�SURSHU�SXEOLF�VHUYLFH�
VHFWRU�WR�GHOLYHU\��,Q�RUGHU�WR�FRQIURQW�WKH�SUREOHP�ZH�KDYH�WR�XQGHUVWDQG�WKH�VLWXDWLRQ�LQ�DOO�LWV�
FRPSOH[LW\��WDNLQJ�RQ�ERDUG�KRZ�LW�GHPDQGV�D�SDUDGLJP�VKLIW�LQ�WKH�ZD\�RI�WKH�VWUXFWXULQJ�DQG�
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IXQFWLRQLQJ�RI�WKH�SXEOLF�VHUYLFH�DQG�GUDZLQJ�H[DPSOHV�IURP�EHVW�SUDFWLFHV�DURXQG�WKH�ZRUOG��
2QO\�ZKHQ�ZH�HPEUDFH�WKH�LGHD�RI�WKH�´UHDOLW\µ�WKHRU\�ZLOO�$IULFD�EH�LQ�D�SRVLWLRQ�WR�DFKLHYH�
DQG�LPSOHPHQW�WKH�VROXWLRQV�$IULFD�LV�VHDUFKLQJ�IRU��$�UDGLFDO�FKDQJH�LQ�DWWLWXGH��EHKDYLRXU�
DQG�FRQGXFW��$%&��LV�LPSHUDWLYH��7KH�SDSHU�VWURQJO\�DUJXHV�IRU�DQ�$IUR�FHQWULF�DSSURDFK�WR�
DGGUHVVLQJ�WKH�FRQWLQHQWµV�GHEDFOHV��EDFNHG�E\�YLVLRQDU\�OHDGHUVKLS�DQG�WKH�VWURQJ�UHVROYH�WR�
RZQ�LWV�GHYHORSPHQW�SDWK�SURYLGHV�WKH�EHVW�ZD\�IRUZDUG��

7KH�EXUHDXFUDF\�LV�D�WHFKQRORJ\�ZKLFK�VRFLHW\�XVHV��%XUHDXFUDF\�LV�RSHUDWLRQDOLVHG�LQWR�
WKH� WKUHH�ZHOO�NQRZQ�W\SHV�RI�SURGXFWLRQ�V\VWHPV�RU�VHUYLFH�GHOLYHU\�V\VWHPV�°�XQLW��PDVV�
DQG�SURFHVV�SURGXFWLRQ�RU�VHUYLFH�GHOLYHU\��/DWHU�FRQWLQJHQF\�WKHRULHV��0LQW]EHUJ��������IRU�
H[DPSOH� VKRZ� WKDW� WHFKQRORJ\� RU� EXUHDXFUDF\� LQ� WKLV� UHVSHFW� LV� DQ� LPSRUWDQW� FRQWLQJHQF\�
IDFWRU��EXW�RQO\�DV�RQH�DORQJVLGH�HQYLURQPHQW��RUJDQLVDWLRQ�DJH�DQG�VL]H��IDVKLRQ�HWF��7KHUH�KDV�
WR�EH�LQWHUSOD\�EHWZHHQ�WHFKQRORJ\�DQG�RUJDQLVDWLRQ��MXVW�OLNH�WKH�QHHG�IRU�LQWHUSOD\�EHWZHHQ�
WKH�VWDWH�DQG�FLYLO�VRFLHW\��IRU�IXO¾�OOLQJ�WKH�VRFLDO�FRQWUDFW�EHWZHHQ�WKH�JRYHUQPHQW�DQG�SHRSOH�
WR�HQVXUH� VXVWDLQDEOH�TXDOLW\� OLYLQJ� VWDQGDUGV� IRU� WKH�PDVVHV��%XW� VWLOO�PDQDJHPHQW�DQG� LWV�
GHVLJQ�GHFLVLRQV�LV�UHJDUGHG�DV�D�NH\�WR�WKH�XQGHUVWDQGLQJ�RI�WKH�VWUXFWXULQJ�DQG�IXQFWLRQLQJ�
°�LQFOXGLQJ�LQQRYDWLYHQHVV�°�RI�RUJDQLVDWLRQV��²%XW��KRZ�FRPH�WKHQ�WKDW�LQ�VRPH�VHFWRUV�RI�
RXU�HFRQRP\��VWDWH�DFWLRQ�RIWHQ�VHHPV�WR�ODFN�FRQVLVWHQF\�DQG�FODULW\"�:K\�LV�LW�WKDW�LQ�PDQ\�
FDVHV��GHFLVLRQ�PDNLQJ�GHOD\V� VWLOO� FRQVWLWXWH�D�ERWWOHQHFN� LQ�SURMHFW� LPSOHPHQWDWLRQ"�:K\�
FDQµW� DQ\� UHJLRQ�RI�RXU�FRXQWU\�DFKLHYH�D�SXEOLF� LQYHVWPHQW�EXGJHW�H[HFXWLRQ� UDWH�RI�RYHU�
���SHUFHQW"�/DVWO\��RQH�FDQ�ULJKWIXOO\�TXHVWLRQ� WKH�XVHIXOQHVV�RI�FHUWDLQ�SURMHFW�PRQLWRULQJ�
FRPPLWWHHV�ZKLFK�DUH�XQDEOH�WR�WDNH�DQ\�GHFLVLRQV��%L\D�������RS�FLW�"�7KLV�LV�ZKDW�PDNHV�WKH�
JRRG��EDG�DQG�XJO\�RI�WKH�EXUHDXFUDWLF�V\VWHP�

+RZHYHU��PXFK�UHPDLQV�WR�EH�GRQH�WR�WUDQVIRUP�WKH�SXEOLF�VHUYLFH�IURP�WKH�XJO\�DQG�EDG�
VLGH�WR�WKH�JRRG�VLGH�IRU�LW�WR�EHFRPH�D�JRRG�SURYLGHU�RI�TXDOLW\�VHUYLFHV�WR�WKH�SHRSOH��,W�UHTXLUHV�
DQ� LQWHJUDWHG� ORQJ�WHUP�DSSURDFK� WRZDUGV� FDSDFLW\�EXLOGLQJ� DQG� LQVWLWXWLRQDO� GHYHORSPHQW��
*RYHUQPHQW�KDV�WR�UHWKLQN�WKH�SROLWLFV�RI�GHSROLWLFLVDWLRQ�RI�WKH�EXUHDXFUDF\��PDNLQJ�WKH�VHFWRU�
WR�VHUYH�ZKLFK�HYHU�SROLWLFDO�SDUW\�WKDW�DVVXPHV�RI¾�FH��7KH�JRRG�RI�WKH�SXEOLF�VHUYLFH�LV�WR�
VWHHU�FOHDU�RI�SDUW\�SROLWLFV��DGRSW�VWULFW�FROOHFWLYH�DQG�PRUDO�HWKLFDO�GLVFLSOLQH�DQG�EH�D�VHUYLFH�
VHFWRU�WR�WKH�SHRSOH�DQG�HQVXUH�WKH�VXVWDLQDELOLW\�RI�WKH�TXDOLW\�OLYHOLKRRG�RI�WKH�SHRSOH��$IULFD�
LV� IDLOLQJ�ZKLFK� LV�D�VLJQ�RI� WKH�FRQWLQHQW�QRW�GRLQJ�DQ\WKLQJ�YHU\�FUHDWLYH�� LQQRYDWLYH�DQG�
SURGXFWLYH�WR�DFFHOHUDWH�WKH�SURFHVV�RI�FKDQJH�IRU�WKH�RYHUDOO�JRRG�RI�WKH�SHRSOH��7KH�SHRSOH�
DUH�FKDOOHQJHG�WR�FXOWLYDWH�D�QHZ�PLQG�VHW��DWWLWXGH��EHKDYLRXU�DQG�FKDUDFWHU��$%&��IRU�WKH�
VXVWDLQDEOH�FRQVWUXFWLRQ�RI�WKH�FRQWLQHQW��7KH�UHGHHPLQJ�IHDWXUH�RI�XQGHUGHYHORSPHQW�LV�WKDW�LW�
SXWV�D�QDWLRQ�WR�WKH�WHVW��$IULFD�LV�FKDOOHQJHG�WR�PDNH�XQGHUGHYHORSPHQW�KLVWRU\�DQG�WR�HQVXUH�
IXQFWLRQDO�DGPLQLVWUDWLYH�DQG�VRFLDO�V\VWHPV�WKDW�HQVXUH�WKH�VXVWDLQDEOH�ZHOIDUH�RI�FLWL]HQV�

,W�LV�FOHDU�WKDW�WKH�FRQWLQHQW�LV�IDFLQJ�VHULRXV�´FULVLV��GH¾�FLHQF\�LQ�OHDGHUVKLS�EHLQJ�RQH�
DV�ZHOO�DV�ZHDN�LQVWLWXWLRQV�WKDW�FRPELQHG�LQ�FRQWULEXWLQJ�WR�SRRU�VHUYLFHV�GHOLYHU\�DQG�OLYLQJ�
VWDQGDUGV��VHHQ�LQ�WKLV�UHJDUG��D�KHDOWK\�FLYLF�LQIUDVWUXFWXUH��EDFNHG�E\�VKDUHG�YLVLRQV��YDOXHV�
DQG�JRDOV�DQG�EDFNHG�E\�WUXVW�SURYLGHV�WKH�ZD\�IRUZDUG�IRU�WKH�FRQWLQHQW��7KHVH�DUH�VRPH�RI�
WKH�LVVXHV�WKH�SDSHU�DWWHPSWV�WR�DGGUHVV�

5HFRPPHQGDWLRQV
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)URP�WKH� LVVXHV�SUHVHQWHG�� WKH�IROORZLQJ�DUH�VRPH�RI� WKH�UHFRPPHQGHG�UHPHGLDO�PHDVXUHV�
WKDW� FDQ� KHOS� DGGUHVV� WKH� RQ�JRLQJ� SOLJKW� RI� SRRU� SXEOLF� VHUYLFHV� GHOLYHU\� LQ�$IULFD�� ,W� LV�
KRSHG�WKH�PHDVXUHV�DQG�PRGDOLWLHV�LGHQWL¾�HG�LQ�WKH�SDSHU�UHTXLUHV�D�ZLOOLQJQHVV�RQ�WKH�SDUW�RI�
JRYHUQPHQW��FLYLO�VRFLHW\�DQG�IULHQGV�RI�WKH�FRQWLQHQW�WR�PDNH�QHFHVVDU\�DGMXVWPHQWV�LQ�WKHLU�
DSSURDFKHV�DQG�RSHUDWLRQV��,Q�WKH�LQWHUHVW�RI�$IULFDµV�IXWXUH��WKH�DUGHQW�EHOLHI�LV�WKDW�ZKDW�LV�
SURSRVHG�LV�D�VLPSOH�UHTXHVW�DQG�DFKLHYDEOH�LI�RQO\�WKH�UHVROYH�IRU�FKDQJH�LQ�PLQGVHW�DQG�WKH�
XUJHQF\�WR�SURJUHVV�H[LVW��7KH�¾�UVW�VWHS�PXVW�EH�WDNHQ�E\�$IULFDQV�WR�DGGUHVV�WKHLU�FDODPLWLHV��
7KH�FRVW�RI�QRW�DFWLQJ�QRZ�LV�VDFULOHJH��

)RU� WKHVH� UHDVRQV�� WKH� SOHD� LV� IRU� DOO� VWDNHKROGHUV� WR� HPEUDFH� WKH� UHFRPPHQGDWLRQV��
PRGLI\�ZKHUH�QHFHVVDU\�DQG�PRYH�EH\RQG�LW�IRU�TXDOLW\�VHUYLFH�GHOLYHU\�DQG�VXVWDLQDEOH�OLYLQJ�
VWDQGDUGV�IRU�WKH�SHRSOH��,I�WKH�$IULFDQ�FLYLO�VHUYLFHV�DUH�WR�JXLGH�DQG�PDQDJH�WKH�SXEOLF�SROLF\�
SURFHVV�HIIHFWLYHO\��WKH�OLVWHG�UHFRPPHQGDWLRQV�SURYLGH�VRPH�NH\�PHDVXUHV�DQG�GLUHFWLRQV�IRU�
VXVWDLQLQJ�OLQNDJHV�DPRQJ�SXEOLF�DGPLQLVWUDWLRQ�DQG�PDQDJHPHQW�SUDFWLFHV�LQ�VXSSRUW�RI�WKH�
FRQWLQHQWµV�GHYHORSPHQW�SURFHVV��

�� +XPDQ�FDSDFLW\�EXLOGLQJ�VKRXOG�EH�JLYHQ�WRS�SULRULW\�LQ�WKH�EXLOGLQJ�D�YLDEOH��SURGXFWLYH��
LQQRYDWLYH�DQG�FUHDWLYH�SXEOLF�VHUYLFH�VHFWRU�WKDW�GHOLYHUV�

�� (QKDQFH� SXEOLF� LQWHUIDFH� ZLWK� JRYHUQPHQW� ZLWK� D� YLHZ� WR� IXUWKHU� WKH� FRQWULEXWLRQ�
RI� QDWLRQDO� H[SHUWV� DQG� ´WKLQN� WDQNVµ� LQ� WKH�SURFHVV�RI� FUDIWLQJ�� LPSOHPHQWDWLRQ�� DQG�
HYDOXDWLRQ�RI�QDWLRQDO�SROLFLHV��VWUDWHJLHV��SURJUDPPHV�DQG�SURMHFWV�

�� *RYHUQPHQWV�UHDVVHVVPHQW�RI�OHJLVODWXUH��SROLFLHV�DQG�UHJXODWLRQV�WKDW�DUH�VXSSRUWLYH�
RI� HQWUHSUHQHXULDO� DFWLYLWLHV�EXW�SURWHFWLQJ� WKH�SXEOLF� UHDOP� IURP�EHLQJ� H[SORLWHG�E\�
GXELRXV�DFWRUV�

�� %H\RQG�VWUHQJWKHQLQJ�WKH�KXPDQ�UHVRXUFHV�FRPSRQHQW��LQVWLWXWLRQDO�FDSDFLW\�EXLOGLQJ�
LV�FUXFLDO�LQ�WKH�SURFHVV�

�� %H\RQG�VWUHQJWKHQLQJ�WKH�KXPDQ�UHVRXUFHV�FRPSRQHQW��LQVWLWXWLRQDO�FDSDFLW\�EXLOGLQJ�
VKRXOG�EH�FUXFLDO�LQ�WKH�SURFHVV�

�� ([SDQG� WKH� MRE�PDUNHW� E\� HQFRXUDJLQJ�PRUH� SULYDWH�UHODWHG� DFWLYLWLHV� DQG� UHGXFLQJ�
GHSHQGHQFH�RQ�WKH�SXEOLF�VHUYLFH�DV�WKH�VROH�HPSOR\HU�RI�KXPDQ�FDSLWDO�

�� 7KH� JRYHUQPHQW� VKRXOG� SURPRWH� WKH� GHYHORSPHQW� DQG� XWLOL]DWLRQ� RI� VFLHQFH� DQG�
WHFKQRORJ\�WKDW�GUDZV�KHDYLO\�IURP�LQGLJHQRXV�NQRZOHGJH��LGHDV�DQG�UHVRXUFHV�

�� &ROODERUDWLYH� HQJDJHPHQW� °� VWDWH�FLYLO� VRFLHW\�SULYDWH� VHFWRU� SDUWLFLSDWLRQ� VKRXOG� EH�
HQFRXUDJHG�

�� 6WUHQJWKHQ�LQVWLWXWLRQV�RI�FLYLO�VRFLHW\�WKDW�SOD\�WKH�UROH�RI�ZDWFKGRJ�RU�ZKLVWOH�EORZHU�
RQ�SXEOLF�LQVWLWXWLRQV�

�� 7KH� JRYHUQPHQW� VKRXOG� LPSURYH� HI¾�FLHQF\�� WUDQVSDUHQF\� DQG� DFFRXQWDELOLW\� RI� WKH�
SXEOLF�VHFWRU�DQG�EXVLQHVV�WKURXJK�PDVV�HGXFDWLRQ�DV�ZHOO�DV�HQFRXUDJLQJ�QHWZRUNLQJ�
DPRQJ�WKH�YDULRXV�VWDNH�KROGHUV�

�� 7KH� JRYHUQPHQW� VKRXOG� HVWDEOLVK� YLDEOH� DQG� HIIHFWLYH� QHWZRUNV� DQG� FRPPXQLFDWLRQ�
VWUXFWXUHV�DQG�FKDQQHOV�WR�H[FKDQJH�LQIRUPDWLRQ��GLVVHPLQDWH�LQQRYDWLRQV�DQG�VXFFHVV�
VWRULHV�RQ�HQWUHSUHQHXULDO�DQG�YROXQWDU\�LQLWLDWLYHV�

�� 7KH�JRYHUQPHQW�VKRXOG�HQVXUH�EHWWHU�DQG�PRUH�HIIHFWLYH�GHSOR\PHQW�RI�SXEOLF�UHVRXUFHV��
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DV�ZHOO�DV�GHYHORS�DQG�VWUHQJWKHQ�QDWLRQDO�FDSLWDO�ZLWK�D�YLHZ�WR�HQKDQFLQJ�WKH�FDSDFLW\�
IRU�GRPHVWLF�IXQGLQJ�RI�GHYHORSPHQW�LQLWLDWLYHV�

�� 7KH�JRYHUQPHQW�VKRXOG�HQFRXUDJH�UHJLRQDO�HFRQRPLF�LQWHJUDWLRQ�DV�ZHOO�DV�IDFLOLWDWH�WKH�
HVWDEOLVKPHQW�RI�PXOWL�FRXQWU\�EXVLQHVV�YHQWXUHV�DW�VXE�UHJLRQDO�DQG�UHJLRQDO�OHYHOV�

�� 7KH�JRYHUQPHQW�VKRXOG�HQIRUFH�WKH�UXOH�RI�ODZ�DQG�JRRG�JRYHUQDQFH�ZLOO�HQVXUH�TXDOLW\�
VHUYLFH�GHOLYHU\�WR�WKH�SHRSOH�

5HIHUHQFHV
$VRQJDQ\L��7����������7R\LQJ�ZLWK�'HFHQWUDOLVDWLRQ��/µ(IIRUW��1R�������������������6HSWHPEHU����

2FWREHU�������'RXDOD�&DPHURRQ��S����

%DORJXQ��0��-LGH�DQG�0XWDKDED��*���HGV����������(FRQRPLF�5HVWUXFWXULQJ�	�$IULFDQ�3XEOLF�
$GPLQLVWUDWLRQ��1DLUREL��.XPDUDLQ�3UHVV�$IULFD�$VVRFLDWLRQ�IRU�3XEOLF�0DQDJHPHQW��$$3$0��

%DXPJDUWQHU��5��	�+RJJHU��5����������,Q�6HDUFK�RI�6XVWDLQDEOH�/LYHOLKRRG�6\VWHPV��0DQDJLQJ�
5HVRXUFHV�DQG�&KDQJH��1HZ�'HOKL��6DJH�3XEOLFDWLRQV�

%HQH��&����������7KH�*RRG��%DG�DQG�WKH�8JO\��'LVFRXUVH��3ROLF\�&RQWURYHUVLHV�DQG�KH�5ROH�RI�
6FLHQFH�LQ�WKH�3ROLWLFV�RI�6KULPS�)DUPLQJ�'HYHORSPHQW��'HYHORSPHQW�3ROLF\�5HYLHZ��9RO�����
1R����6HSWHPEHU�������SS��������

%LNR��6����������,�:ULWH�:KDW�,�/LNH��%UDDPIRQWHLQ��6RXWK�$IULFD��5DYDQ�3UHVV�

%L\D��3����������3UHVLGHQW�3DXO�%L\DµV�1HZ�<HDU�0HVVDJH�WR�WKH�1DWLRQ�����'HFHPEHU�������
&KURQLFOH��1R�����������-DQXDU\�������%DPHQGD��S���

&KXEE��(��-��	�3HWHUVRQ��(��3���HGV������������&DQ�WKH�*RYHUQPHQW�*RYHUQ"�7KH�%URRNLQJV�,QVWLWXWH��
:DVKLQJWRQ��'�&�

'LD��0����������$�*RYHUQDQFH�$SSURDFK�WR�&LYLO�6HUYLFH�5HIRUP�LQ�6XE�6DKDUDQ�$IULFD��:RUOG�%DQN�
7HFKQLFDO�3DSHU�1R������:DVKLQJWRQ��'�&���:RUOG�%DQN�

'U\VHN��-����������7KH�3ROLWLFV�RI�WKH�(DUWK�(QYLURQPHQWDO�'LVFRXUVHV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

(FRQRPLF�&RPPLVVLRQ�IRU�$IULFD��(&$����������$IULFDQ�&KDUWHU�IRU�3RSXODU�3DUWLFLSDWLRQ�LQ�
'HYHORSPHQW��$GGLV�$EDED�

(FRQRPLF�&RPPLVVLRQ�IRU�$IULFD��(&$����������,PSURYLQJ�WKH�3URGXFWLYLW\�RI�$IULFDQ�3XELF�
6HUYLFHV��$GGLV�$EDED�

)RUMH��:��-����������3DSHU�SUHVHQWHG�DW��&$5$'��%DOLQ\RJD��QG�6HSWHPEHU�����

)RUMH��:��-����������7KH�&KDOOHQJHV�RI�$GPLQLVWUDWLYH�3ROLWLFDO�DQG�'HYHORSPHQWDO�5HQHZDO�LQ�$IULFD��
(PHUJLQJ�,VVXHV��1RYD�6FLHQFH�3XEOLVKHUV�,QF��1HZ�<RUN��86$�

)RUMH��:��-����������(PHUJLQJ�3HUVSHFWLYHV�RQ�&DSDFLW\�%XLOGLQJ�DQG�4XDOLW\�6HUYLFHV�'HOLYHU\�LQ�
$IULFD��/DPEDU�$FDGHPLF�3XOLVKLQJ��*HUPDQ\�

+DOO��$��-���HG�����������&LYLO�6RFLHW\��7KHRU\��+LVWRU\��&RPSDULVRQ��3ROLW\�3UHVV

/XNRQJ��(���������&RUUXSWLRQ�,QFUHDVLQJ�,Q�&DPHURRQ��7KH�3RVW�1R���������0RQGD\�����'HFHPEHU�
������%XHD�&DPHURRQ�

0DWWHL�)����������7KH�%L\D�&RGH��$JHQFH�GH�WUDGXFWLRQ�$5,9$/25��&RPSR�0HFD�VDUO�������
0RXUJXHUUH��)UDQFH

0F&DUQH\��/��3��DQG�6WHUQ�(��5���HGV������������*RYHUQDQFH�RQ�WKH�*URXQG��,QQRYDWLRQV�DQG�



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

'LVFRQWLQXLWLHV�LQ�&LWLHV�RI�WKH�'HYHORSLQJ�:RUOG��:DVKJWRQ�'&��:RRGURZ�:LOVRQ�&HQWUH�3UHVV�
0LQW]EHUJ��+����������7KH�6WUXFWXULQJ�RI�2UJDQLVDWLRQV��(QJOHZRRG�&OLIIV��1�-�

0XPIRUG��/����������7KH�0\WK�RI�WKH�0DFKLQH��9RO���	�����1HZ�<RUN�DQG�/RQGRQ

2ZRQD��-����������'HFHQWUDOLVDWLRQ�LQ�&DPHURRQ��/µ+DUPDWWDQ��)UDQFH�

6DPXHO��3����������6WUHQJWKHQLQJ�3XEOLF�6HUYLFH�$FFRXQWDELOLW\��:RUOG�%DQN�'LVFXVVLRQ�3DSHU�1������
:DVKLQJWRQ��'&�

6KDZ��%��*����������7KH�'HYLOµV�'LVFLSOH��/RQGRQ�

7KH�3RVW����������)XOO�7H[W�RI�3UHVLGHQW�3DXO�%L\DµV�1HZ�<HDU�6SHHFK�����'HFHPEHU�����³��7KH�3RVW
1R���������)ULGD\����-DQXDU\�������%XHD��&DPHURRQ��S����

:XQVFK��-��6��	�2ORZX��'���HGV�����������7KH�)DLOXUH�RI�WKH�&HQWUDOLVHG�6WDWH�&RORUDGR��:HVWYLHZ�
3UHVV�

7KH� DXWKRU�� -RKQ�:�� )RUMH� LV� 3URI�$UFKLH�0DIHMH� )HOORZ� RI� WKH�$IULFD� ,QVWLWXWH� RI� 6RXWK�
$IULFD��)RXQGHU�DQG�5HVHDUFK�'LUHFWRU�RI�WKH�&HQWUH�IRU�$FWLRQ�2ULHQWHG�5HVHDUFK�RQ�$IULFDQ�
'HYHORSPHQW��DXWKRU�RI�PDQ\�ERRNV�DQG�ERRNV��IRU�H[DPSOH��7KH�&KDOOHQJHV�RI�$GPLQLVWUDWLYH�
3ROLWLFDO� DQG�'HYHORSPHQWDO� UHQHZDO� LQ�$IULFD��(PHUJLQJ� ,VVXHV��9RO���� DQG�9RO����(VVD\V�
RQ� UHWKLQNLQJ� *RYHUQPHQW� DQG� 5HRUJDQLVDWLRQ�� 1RYD� 6FLHQFH� 3XEOLVKHUV� ,QF�� 1HZ�<RUN���
)RUWKFRPLQJ�SXEOLFDWLRQV�LQFOXGH��(PHUJLQJ�3HUVSHFWLYHV�RQ�&DSDFLW\�%XLOGLQJ�DQG�4XDOLW\�
6HUYLFHV�'HOLYHU\�LQ�$IULFD��HGLWRU���&RQVWUXFWLQJ�RU�:KLWKHULQJ�$IULFDQ�8QLW\��,PSOHPHQWLQJ�
DQ�$FWLRQ�3ODQ�IRU�WKH�5HDOLVDWLRQ�RI�´$IULFD�0XVW�8QLWHµ��&RQWDFW�$GGUHVV��3RVW�%R[�����%DOL�
1\RQJD��%DOL�6XE�'LYLVLRQ��0H]DP��1RUWK�:HVW�5HJLRQ��&DPHURRQ�5HSXEOLF


