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$FNQRZOHGJPHQWV��

:H�ZRXOG�OLNH�WR�H[SUHVV�RXU�YHU\�JUHDW�DSSUHFLDWLRQ�WR�RXU�SURIHVVRU��'U��0LFKDHO�

0RVVHU��IRU�KLV�YDOXDEOH�DQG�FRQVWUXFWLYH�VXJJHVWLRQV�GXULQJ�WKH�SODQQLQJ�DQG�GHYHORSPHQW�RI�

WKLV�UHVHDUFK�ZRUN��+LV�ZLOOLQJQHVV�WR�JLYH�KLV�WLPH�VR�JHQHURXVO\�LV�YHU\�PXFK�DSSUHFLDWHG��DV�

ZHOO�DV�KLV�FRQWLQXHG�VXSSRUW�RI�WKH�LQGLYLGXDOV�WKDW�ZRUNHG�WRJHWKHU�WR�EULQJ�WKLV�UHSRUW�WR�

DFWXDOL]DWLRQ��:H�FRXOG�QRW�KDYH�FRPSOHWHG�WKLV�SURMHFW�ZLWKRXW�KLV�H[SHUWLVH���

:H�ZRXOG�DOVR�OLNH�WR�H[WHQG�RXU�WKDQNV�WR�WKH�IRONV�DW�WKH�6WDWH�'HSDUWPHQW�IRU�

SURYLGLQJ�RXU�WHDP�ZLWK�WKLV�UHVHDUFK�RSSRUWXQLW\��:H�DUH�YHU\�IRUWXQDWH�WR�EH�DEOH�WR�SURYLGH�D�

ZRUNLQJ�DQDO\VLV�WR�WKRVH�WKDW�KDYH�UHTXHVWHG�LW��DQG�YHU\�PXFK�ORRN�IRUZDUG�WR�SRWHQWLDO�IXWXUH�

FROODERUDWLRQ���

� �
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,QWURGXFWLRQ�

7KH�LVVXH�RI�$6($1�LGHQWLW\�DIIHFWV�PRUH�WKDQ�MXVW�$6($1�VRYHUHLJQW\��LW�KDV�WKH�

SRZHU�WR�DOWHU�WKH�LQWHUQDWLRQDO�VSHFWUXP�ZLWK�LWV�WUDQV�QDWLRQDO�VFRSH��7R�SURSHUO\�DGGUHVV�WKH�

TXHVWLRQV�DVVRFLDWHG�ZLWK�WKH�SRVVLELOLW\�RI�FROOHFWLYH�LGHQWLW\�HPHUJLQJ�IURP�LQGLYLGXDO�

VRYHUHLJQW\��DQG�LWV�UHODWLRQ�WR�UHJLRQDO�LGHQWLW\��WKH�IROORZLQJ�VHULHV�RI�SDSHUV�IRFXVHV�RQ�WKH�

WKHPHV�RI��WHUULWRULDO�H[SDQVLRQ��GHIHQVH��HFRQRPLF�LQWHJUDWLRQ�DQG�GHYHORSPHQW��QRUP�

SURMHFWLRQ��KHJHPRQLF�UHVLVWDQFH��LQWUD�UHJLRQDO�GLDORJXH��FROOHFWLYH�LGHQWLW\��VRYHUHLJQW\��WKH�

JUHDWHU�PHWD�WKHPHV�RI�RUJDQL]DWLRQDO�HYROXWLRQ�DQG�HIIHFWLYHQHVV��7KHVH�WKHPHV�DOORZ�XV�WR�JDLQ�

D�EHWWHU�XQGHUVWDQGLQJ�RI�FROOHFWLYH�RUJDQL]DWLRQ�LQ�UHODWLRQ�WR�86�SROLF\�JRDOV��7KH�IROORZLQJ�

DQDO\VLV�ZLOO�DSSO\�WKHVH�WKHPHV�WR�ILYH�VHOHFWHG�FDVHV�ZLWKLQ�LQWHUQDWLRQDO�RUJDQL]DWLRQV�PRUH�

EURDGO\��IROORZHG�E\�WKH�DSSOLFDWLRQ�RI�WKH�WKHPHV�WR�$6($1�LQ�RUGHU�WR�GHWHUPLQH�LWV�DELOLW\�WR�

EXLOG�FROOHFWLYH�LGHQWLW\�LQ�WKH�IDFH�RI�VRYHUHLJQW\�SUHVVXUHV��:H�DQDO\]H�WKH�DIRUHPHQWLRQHG�

DVSHFWV�RI�UHJLRQDO�RUJDQL]DWLRQ�WKURXJK�D�PXOWLIDFHWHG�FRPSDULVRQ�ZLWK�WKH�$IULFDQ�8QLRQ�

�$8���WKH�&RXQFLO�RI�(XURSH��&R(���WKH�&RPPRQZHDOWK�RI�,QGHSHQGHQW�6WDWHV��&,6���WKH�

6KDQJKDL�&RRSHUDWLRQ�2UJDQL]DWLRQ��6&2���DQG�WKH�$VLD�3DFLILF�(FRQRPLF�&RRSHUDWLRQ�

�$3(&���7KH�(XURSHDQ�8QLRQ��(8��LV�QRW�DQDO\]HG�LQ�WKLV�VHULHV�RI�SDSHUV�GXH�WR�LWV�IXQGDPHQWDO�

DQG�RSHUDWLRQDO�GLIIHUHQFHV�PDNLQJ�DQ\�JHQHUDOL]DWLRQ�IURP�LW�UDWKHU�LPSRVVLEOH��

)URP�RXU�FDVH�VWXG\�DQDO\VLV��WZR�HVSHFLDOO\�SURPLQHQW�WKHPHV�HPHUJH��WKH�HIIHFWLYHQHVV�

DQG�WKH�HYROXWLRQDU\�WUHQG�RI�DQ�RUJDQL]DWLRQ��7KLV�FROOHFWLRQ�RI�SDSHUV�ZLOO�SURYLGH�DQ�LQ�GHSWK��

PXOWLIDFHWHG�H[DPLQDWLRQ�RI�WKH�TXHVWLRQ�RI�VRYHUHLJQW\�DQG�LGHQWLW\�EXLOGLQJ�LQ�UHODWLRQ�WR�

RUJDQL]DWLRQDO�VXFFHVV�ZLWKLQ�$6($1��7KHVH�DQDO\VHV�FRQWULEXWH�WR�D�JUHDWHU�XQGHUVWDQGLQJ�RI�
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$6($1¶V�LGHDO�SODFH�ZLWKLQ�ODUJHU�UHJLRQDO�JRDOV�RI�IRUHLJQ�SROLF\��HVSHFLDOO\�IRU�86�IRUHLJQ�

SROLF\��

$V�WUDQV�UHJLRQDO�RUJDQL]DWLRQV�HYROYH�WR�DGDSW�WR�WKH�JOREDO�DJHQGD��LW�LV�LPSRUWDQW�WR�

FRQVLGHU�KRZ�LW�SOD\V�D�UROH�ZLWK�DOUHDG\�HVWDEOLVKHG�HQWLWLHV�ZLWKLQ�WKH�LQWHUQDWLRQDO�VSHFWUXP��

(IIHFWLYHQHVV�RI�DQ�RUJDQL]DWLRQ�DQG�HIIHFWLYHQHVV�RI�WKH�DIRUHPHQWLRQHG�LQWHJUDO�WKHPHV�ZLWKLQ�

DQ�RUJDQL]DWLRQ�DUH�HTXDOO\�LPSRUWDQW�DVSHFWV�RI�VXFFHVV�ZKHQ�FRQVLGHULQJ�LQWUD�UHJLRQDO�

FROODERUDWLRQ�DQG�FROOHFWLYH�DJHQGD�VHWWLQJ��$Q�RUJDQL]DWLRQ¶V�GHJUHH�RI�HIIHFWLYHQHVV�FDQ�EH�

ERWK�EURDG�DQG�QDUURZ��ZLWK�FRXQWULHV�H[SHULHQFLQJ�JUHDW�FROOHFWLYH�VXFFHVVHV��RU�ZLWK�LQGLYLGXDO�

FRXQWULHV�FRQWUROOLQJ�WKH�RUJDQL]DWLRQ¶V�DJHQGD�IRU�WKHLU�RZQ�EHQHILW��6DLG�GHJUHH�RI�

HIIHFWLYHQHVV�LV�GHSHQGHQW�RQ�WKH�RUJDQL]DWLRQ��VLPLODUO\��DQ�RUJDQL]DWLRQ�FDQ�H[SHULHQFH�JUHDW�

VXFFHVV�WKURXJK�YHU\�HIIHFWLYHO\�LPSOHPHQWLQJ�RQO\�VRPH�RI�WKH�DERYH�WKHPHV�UDWKHU�WKDQ�

LPSOHPHQWLQJ�WKHP�DOO��$V�WKH�DERYH�WKHPHV�DUH�OLVWHG�DV�RUJDQL]DWLRQDO�JRDOV�HTXDWLQJ�VXFFHVV��

WKH�YDULDQFH�RI�VXFFHVV�DQG�UHODWHG�HIIHFWLYHQHVV�LV�KHDYLO\�FRQWLQJHQW�RQ�WKH�UHJLRQ¶V�DJHQGD��

7KH�OHYHO�RI�WUDQV�UHJLRQDO�GLDORJXH�ZLWKLQ�DQ�RUJDQL]DWLRQ�SDUDOOHOV�LWV�RYHUDOO�

HIIHFWLYHQHVV�ZLWKLQ�WKH�UHJLRQ��$V�FRXQWULHV�UHDOL]H�WKHLU�FROOHFWLYH�UHOLDQFH�XSRQ�HDFK�RWKHU��

WKHLU�GLDORJXH�VKLIWV��7KH�IUHTXHQF\�RI�VXFFHVVHV�IURP�WKHLU�FROODERUDWLRQ�LV�D�JUHDW�GHWHUPLQDQW�

RI�WKH�LQWUD�UHJLRQDO�RUJDQL]DWLRQ¶V�DELOLW\�WR�HVWDEOLVK�WKHLU�HIIHFWLYHQHVV�DQG�WKH�GHJUHH�WR�ZKLFK�

WKH�RUJDQL]DWLRQ�LV�FRQVLGHUHG�DV�DQ�H[HPSODU��7KH�LPSRUWDQFH�RI�JRYHUQPHQW�WR�JRYHUQPHQW�

FRPPXQLFDWLRQ�ZKHQ�VHWWLQJ�FROOHFWLYH�DJHQGDV�DQG�VXFFHVVIXOO\�DGGUHVVLQJ�UHJLRQDO�SUREOHPV�

DOO�GHSHQG�RQ�WKH�UHJLRQ¶V�JRYHUQPHQWV�DELOLW\�WR�FUHDWH�DQG�PDLQWDLQ�KLJK�OHYHOV�RI�

LQWUD�UHJLRQDO�GLDORJXH���
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([SDQVLRQ�RI�DQ�RUJDQL]DWLRQ¶V�PHPEHUVKLS�FDQ�EH�GLUHFWO\�OLQNHG�WR�LWV�HIIHFWLYHQHVV�DQG�

WKH�DELOLW\�IRU�LW�WR�SURMHFW�QRUPV��7R�LQFHQWLYL]H�FRXQWULHV�WR�MRLQ�ZLWK�WKH�SRVVLELOLW\�RI�ORVLQJ�LWV�

RZQ�VRYHUHLJQW\��WKH�SRWHQWLDO�WUDGH�RII�PXVW�RXWZHLJK�WKH�ULVN�RI�ORVLQJ�LQGLYLGXDO�DXWRQRP\��

$V�D�FROOHFWLYH�XQLW��WKH�RUJDQL]DWLRQ�PXVW�EH�FDXWLRXV�LQ�LWV�GHYHORSPHQW�WR�DGG�DGGLWLRQDO�

PHPEHUV�LQ�RUGHU�WR�SUHYHQW�D�GLVUXSWLRQ�LQ�WKH�JURXS�G\QDPLF��$V�WKH�HQWLW\�HYROYHV�WR�KDYH�

PRUH�PHPEHUV��WKH�LPSRUWDQFH�RI�WKH�RUJDQL]DWLRQDO�VWUXFWXUH�DQG�PDLQWHQDQFH�RI�

LQWUDJRYHUQPHQWDO�GLDORJXH�ZLOO�HQVXUH�WKDW�WKH�WUDMHFWRU\�RI�WKH�RUJDQL]DWLRQ
V�LQIOXHQFH�RQ�WKH�

UHJLRQ���

7KH�DELOLW\�IRU�D�WUDQV�UHJLRQDO�RUJDQL]DWLRQ�WR�SURMHFW�QRUPV�RQWR�PHPEHU�VWDWHV�LV�D�NH\�

LQGLFDWRU�ZKHQ�GLVWLQJXLVKLQJ�WKH�HIIHFWLYHQHVV�RI�WKH�HQWLW\�ZLWKLQ�WKH�UHJLRQ��:KHQ�PHPEHU�

VWDWHV�DUH�ZLOOLQJ�WR�DGRSW�D�XQLIRUP�SROLF\�ZLWKRXW�FRHUFLRQ�RU�IRUFH��LW�SRUWUD\V�WKH�

RUJDQL]DWLRQ¶V�LQIOXHQFH�IURP�D�VRIW�SRZHU�OHQV��,Q�D�UHJLRQ�ZKHUH�PHPEHU�VWDWHV�FRQVLVW�RI�

GLIIHUHQW�FXOWXUHV�DQG�FXVWRPV��WKH�LQLWLDWLYH�EHKLQG�LPSOHPHQWLQJ�D�UHJLRQDO�VWDQGDUG��ZKHWKHU�LW�

LV�D�KXPDQ�ULJKWV�SROLF\�RU�ODQJXDJHV�RI�RSHUDWLRQV��SURYHV�WKDW�WKHVH�LQGLYLGXDO�VWDWHV�YDOXH�WKH�

RUJDQL]DWLRQ¶V�REMHFWLYHV�RYHU�WKHLU�RZQ�DJHQGD��(DFK�PHPEHU�VWDWH�FRQWULEXWHV�WR�WKH�RYHUDOO�

LQWHJULW\�RI�WKH�RUJDQL]DWLRQ��+DYLQJ�UHJLRQDO�FUHGLELOLW\�DOORZV�WUDQV�UHJLRQDO�RUJDQL]DWLRQV�WR�

HIILFLHQWO\�LPSOHPHQW�SROLFLHV�DV�LQGLYLGXDO�JRYHUQPHQWV�UHVSHFW�WKHVH�VWDWXWHV�ZLWKRXW�

FRQWHVWDWLRQ���

5HJLRQDO�HFRQRPLF�GHYHORSPHQW�LV�GHSHQGHQW�RQ�HIIHFWLYH�WUDQV�UHJLRQDO�GLDORJXH�DQG�

LQWHJUDWLRQ��$WWULEXWLQJ�FKDUDFWHULVWLFV�IRU�WKH�VXFFHVV�RI�D�UHJLRQDO�RUJDQL]DWLRQ�LQFOXGH�

VXFFHVVIXOO\�LQWHJUDWHG�HFRQRPLHV�EHWZHHQ�PHPEHU�VWDWHV�LQFOXGH�WKH�UHPRYDO�RI�QRQ�WDULII�WUDGH�

EDUULHUV��D�FRPPLWPHQW�WR�D�IUHH�WUDGH�UHJLRQ��DQG�DQ�LQFUHDVH�LQ�LQWUD�RUJDQL]DWLRQDO�WUDGH�DQG�
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WKH�JUHDWHU�LQWHJUDWLRQ�RI�VXSSO\�FKDLQV��7KLV�HFRQRPLF�FROODERUDWLRQ��DV�HVWDEOLVKHG�E\�DQ�

HIIHFWLYH�RUJDQL]DWLRQ��HYROYHV�LQWR�LQIOXHQFH�RYHU�UHJLRQDO�GHYHORSPHQW��7KH�HIIHFWLYHQHVV�RI�

VWDQGDUGL]DWLRQ��ZKHQ�ORRNLQJ�DW�UHJLRQDO�HFRQRPLF�RSSRUWXQLW\��RSHUDWHV�DV�D�IXQFWLRQ�RI�

GHYHORSPHQW��7KLV�LQFOXGHV�WKH�VKDULQJ�RI�HFRQRPLHV��SURGXFWLRQ�OLQHV��DQG�PHWKRGV��2YHUDOO��

LPSURYHPHQWV�WR�PHPEHU�VWDWH�HFRQRPLHV�H[WHQGV�EH\RQG�LWV�LQGLYLGXDO�UHJLRQ�DQG�VXSSRUWV�WKH�

HQWLUHW\�RI�WKH�PHPEHUV��:KHQ�PHPEHU�VWDWHV�DUH�ZLOOLQJ�WR�DGRSW�WKHVH�VKDUHG�HFRQRPLF�

SROLFLHV��WKH\�ZLOO�WKHQ�VHH�LQFUHDVHV�LQ�GHYHORSPHQW��7KH�UHVXOW�LV�DQ�LQWHUQDWLRQDO�RUJDQL]DWLRQ�

WKDW�KDV�DFKLHYHG�DQ�HIIHFWLYH�OHYHO�RI�HFRQRPLF�LQWHJUDWLRQ���

5HVSHFW�IRU�WKH�VRYHUHLJQW\�RI�HDFK�PHPEHU�VWDWH�IURP�WKH�RUJDQL]DWLRQ�DQG�LWV�LQGLYLGXDO�

PHPEHUV�FDQ�EH�FULWLFDO�LQ�WKH�SURJUHVVLYH�GHYHORSPHQW�RI�DQ�RUJDQL]DWLRQ��5HVSHFWLQJ�

VRYHUHLJQW\�QRW�RQO\�DOORZV�IRU�HTXDO�SDUWLFLSDWLRQ�DPRQJVW�PHPEHU�VWDWHV��EXW�HQFRXUDJHV�

FROOHFWLYH�GLDORJXH�EHWZHHQ�WKHP�WKDW�IXUWKHU�SURJUHVVHV�WKH�RUJDQL]DWLRQ�DQG�LWV�JRDOV��:KLOH�DQ�

RUJDQL]DWLRQ�PLJKW�FRQVLGHU�LWVHOI�DV�PRUH�WKDQ�MXVW�WKH�VXP�RI�WKHLU�SDUWV��LWV�RUJDQL]DWLRQDO�

LGHQWLW\�VKRXOG�EH�GHILQHG�E\�WKH�FROOHFWLYH�LQIOXHQFH�RI�HDFK�PHPEHU�VWDWH��UDWKHU�WKDQ�WKH�

LPSRVHPHQW�RI�RQH�DJHQGD�XSRQ�WKH�ZKROH���7KH�DELOLW\�IRU�D�UHJLPH�WR�EH�LQ�FRQWURO�RI�LWV�RZQ�

WHUULWRU\�DQG�DXWRQRP\�HQFRXUDJHV�VXFFHVVIXO�VWUXFWXULQJ�DQG�JURZWK�ZLWKLQ�LWV�UHVSHFWLYH�

RUJDQL]DWLRQ��7KLV�FDQ�EH�PDGH�H[WUHPHO\�GLIILFXOW�IRU�DQ�RUJDQL]DWLRQ�ZLWK�D�VLQJOH�KHJHPRQLF�

SRZHU�WKDW�GRPLQDWHV�WKH�GLDORJXH��SROLF\�PDNLQJ��DQG�HFRQRPLF�DJHQGD�RI�DQ�RUJDQL]DWLRQ���

$V�PHPEHUVKLS�H[SDQGV��D�FRPPRQ�JRDO�LQ�DQ�RUJDQL]DWLRQ¶V�DJHQGD�LV�WKH�SURWHFWLRQ�RI�

LWV�PHPEHU�VWDWHV��:KLOH�PRVW�WUDQV�UHJLRQDO�RUJDQL]DWLRQV�KDYH�QRW�HYROYHG�WR�EHFRPH�

GHIHQVLYH�SDUWQHUVKLSV��LW�FDQ�SURYLGH�DQ�DGGLWLRQDO�OD\HU�RI�UHJLRQDO�VHFXULW\�WKDW�KHOSV�WR�QRW�

RQO\�VWDELOL]H�H[WHUQDO�WKUHDWV��EXW�DOVR�UHZDUGV�UHJLRQDO�SHDFH��0HPEHU�VWDWHV�FDQ�UDOO\�EHKLQG�D�
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FRPPRQ�HQHP\�²�VXFK�DV�WHUURULVP�RU�SLUDF\�²�DQG�DFKLHYH�WKH�UHJLRQ¶V�JRDOV�PXOWLODWHUDOO\�

LQVWHDG�RI�ELODWHUDOO\��+DYLQJ�PRUH�SDUWQHUV�LQ�D�WUDQV�UHJLRQDO�HQWLW\�OHVVHQV�WKH�FRVW�RI�

UHVRXUFHV��JLYHV�WKH�RUJDQL]DWLRQ�WKH�DELOLW\�WR�HVWDEOLVK�DXWKRULW\��DQG�LQFUHDVH�RYHUDOO�

HIIHFWLYHQHVV���

7KH�DIRUHPHQWLRQHG�WKHPHV�VHUYH�DV�FHQWUDO�IRFXV�SRLQWV�IRU�ERWK�WUDQV�UHJLRQDO�HQWLWLHV�

DQG�WKH�$6($1�PHPEHU�JURXS��0HPEHUVKLS�H[SDQVLRQ�ZLWKLQ�$6($1�KDV�KLVWRULFDOO\�EHHQ�

GHOLEHUDWH �G��KRZHYHU��WKH�FRQVHQVXV�EDVHG�GLVFXVVLRQV�KDYH�IDLOHG�WR�LQFRUSRUDWH�QHZ�PHPEHUV��

:KLOH�WKHUH�DUH�FRQFHUQV�ZLWK�WKLV�IDLOXUH�WR�UHSUHVHQW�D�FROOHFWLYH�DJHQGD��WKH�FRQVHQVXV�EDVHG�

GHFLVLRQ�PDNLQJ�SURFHVV�LV�WKH�RIILFLDO�ZD\�WKDW�$6($1�DGGUHVVHV�WKH�LPSRUWDQFH�RI�HYHU\�

PHPEHU¶V�LQGLYLGXDO�VRYHUHLJQW\��&ROOHFWLYH�WRSLFV�VXFK�DV�HFRQRPLF�GHYHORSPHQW�DQG�GHIHQVH�

VHUYH�DV�SULRULW\�GLVFXVVLRQ�SRLQWV��DQG�ZKLOH�LW�PD\�QHYHU�GHYHORS�EH\RQG�D�FRQYHUVDWLRQDO�

GLDORJXH��WKLV�FRRSHUDWLRQ�SURYLGHV�WKH�$6($1�WKH�DELOLW\�WR�SURMHFW�LWV�QRUPV�DFURVV�WKH�UHJLRQ��

,Q�RUGHU�IRU�D�WUDQV�UHJLRQDO�RUJDQL]DWLRQ�WR�EHFRPH�VXFFHVVIXO�DQG�HIIHFWLYH��LW�PXVW�

FRQWDLQ�WKH�SUHYLRXVO\�PHQWLRQHG�VRFLDO��SROLWLFDO��DQG�HFRQRPLF�WKHPHV�WR�D�FHUWDLQ�GHJUHH��

PHPEHU�H[SDQVLRQ��VRYHUHLJQW\��WKH�DELOLW\�WR�SURMHFW�QRUPV��LQWUDUHJLRQDO�GLDORJXH��HFRQRPLF�

LQWHJUDWLRQ�DQG�GHYHORSPHQW��7KH�IROORZLQJ�PXOWLIDFHWHG�DQDO\VLV�ZLOO�LQGLFDWH�WKH�VDOLHQFH�RI�

WKHVH�WKHPHV�LQ�UHODWLRQ�WR�$6($1���

� �



��

$IULFDQ�8QLRQ�

)RXQGHG�RQ�0D\��� �WK���������DQG�ODXQFKHG�-XO\�� �WK���������WKH�$IULFDQ�8QLRQ��$8��LV�D�

FRQWLQHQWDO�RUJDQL]DWLRQ�ZLWK����PHPEHU�VWDWHV�FRPSRVHG�RI�PXOWLSOH�LQVWLWXWLRQV�OLNH�WKH�3DQ�

$IULFDQ�3DUOLDPHQW��WKH�&RXUW�RI�-XVWLFH��DQG�WKH�&HQWUDO�%DQN��7KH�$8¶V�JRDOV�DQG�SXUSRVHV�DUH�

DQ�LPSURYHG�YHUVLRQ�RI�LWV�SUHGHFHVVRU��WKH�2UJDQL]DWLRQ�RI�$IULFDQ�8QLW\��2$8���ZLWK�WKH�

XQGHUO\LQJ�IXQFWLRQ�RI�WKH�$8�UHVLGLQJ�LQ�D�WKRURXJK�XQGHUVWDQGLQJ�RI�WKH�2$8¶V�KLVWRU\�DQG�

IDLOXUHV��0DQ\�WKHPHV�RI�RSHUDWLRQ�UXQ�SDUDOOHO�WR�ZKDW�WKH�2$8�KDG�VHW�RXW�WR�DFFRPSOLVK�LQ�

������LQ�DGGLWLRQ�WR�WKH�FRQWHPSRUDU\�FKDQJHV�WKDW�ZHUH�LQWURGXFHG�DW�WKH�RQVHW�LQ�������%HIRUH�

GLYLQJ�LQWR�WKH�FKDQJHV�DQ\�IXUWKHU�WKRXJK��LW�LV�LPSHUDWLYH�WR�XQGHUVWDQG�WKH�2$8¶V�LQIOXHQFH�DV�

D�IRXQGDWLRQ�IRU�WKH�FRQFHSWLRQ�RI�WKH�$8���

7KH�2$8¶V�FUHDWLRQ�ZDV�OHG�E\�SDQ�$IULFDQLVW�LGHDOV�WKDW�SURFHHGHG�IURP�WKH�LGHD�RI�

$IULFDQ�VWDWHV�WKDW�ZHUH�VWURQJ�DQG�XQLWHG�DJDLQVW�FRORQLDO�VXEMXJDWLRQ�DQG�UDFLVP��DQG�ZRUNHG�

WRJHWKHU�WR�LPSURYH�WKH�OLYHV�RI�$IULFDQ�SHRSOH��,Q�SUDFWLFH��WKHVH�LGHDOV�ZHUH�PHW�ZLWK�FKDOOHQJH�

LURQLFDOO\�QRW�IURP�H[WHUQDO�IRUFHV��EXW�UDWKHU�GRPHVWLF�GLVSXWHV��$�VOHZ�RI�FRQWHPSRUDU\�LVVXHV�

RFFXUUHG�LQ�WKH�SHULRG�EHWZHHQ�WKH�2$8¶V�IRXQGLQJ�DQG�GLVVROXWLRQ��PRVW�QRWDEO\�WKH�FRQIOLFWV�

WKDW�RFFXUUHG�LQ�WKH�:HVWHUQ�6DKDUD��ZKLFK�LQYROYHG�$OHJULD��0RURFFR��0DXULWDQLD��DQG�)UDQFH��

DQG�WKH�FLYLO�ZDUV�LQ�$QJROD��0R]DPELTXH��(WKLRSLD��6XGDQ��&KDG��DQG�RWKHU�SDUWV�RI�WKH�6DKDUD�

�3DFNHU�DQG�5XNDUH��������7KH�FULWLTXH�DW�WKLV�WLPH�ZDV�RI�WKH�2$8¶V�GHIHUUDO�WR�GRPHVWLF�

MXULVGLFWLRQ�ZKHQ�PHW�ZLWK�WKHVH�VWUXJJOHV�UHODWHG�WR�HWKQLF�ULYDOU\��SROLWLFDO�UHSUHVVLRQ��

HFRQRPLF�GHSULYDWLRQ��XQFHUWDLQ�SURFHVVHV�RI�SROLWLFDO�VXFFHVVLRQ��DQG�PLOLWDU\�UHJLPHV��6WULFWO\�

DGKHULQJ�WR�SULQFLSOHV�RI�VHOI�GHWHUPLQDWLRQ�WKDW�WKLV�DQWL�FRORQLDO�RUJDQL]DWLRQ�ZDV�IRXQGHG�RQ��
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WKH�2$8¶V�³KDQGV�RII´�DSSURDFK�WR�WKH�LQWHUQDO�VWUXJJOHV�RI�LWV�PHPEHU�VWDWHV�EHFDPH�WKHLU�

GRZQIDOO��5HIRUPV�RI�WKH�2$8�FKDUWHU�DQG�RUJDQL]DWLRQ�ZHUH�FRQWLQXDOO\�GHPDQGHG�EXW�ZHUH�

LPSRVVLEOH�WR�LPSOHPHQW�ZLWKRXW�WKH�UHIRUPDWLRQ�RI�WKHLU�ILQDQFLDO�FRQWULEXWLRQV�RI�PHPEHUVKLS��

5DWKHU�WKDQ�JRLQJ�WKURXJK�D�SURFHVV�RI�DOWHUDWLRQ��WKH�$IULFDQ�VWDWHV�GHFLGHG�WR�VWDUW�IURP�VFUDWFK�

ZLWK�WKH�$8��

7KH�$8�VRXJKW�WR�EH�WKH�YHUVLRQ�RI�WKH�2$8�WKDW�WKH�$IULFDQ�VWDWHV�QHHGHG��LQFOXGLQJ�D�

PHFKDQLVP�WKDW�FRXOG�GHDO�ZLWK�WKH�GRPHVWLF�FRQIOLFWV�WKDW�DURVH�LQ�HDFK�VWDWH��7KLV�QRWLRQ�ZDV�

DFWXDOO\�FRQFHLYHG�EHIRUH�WKH�IRXQGLQJ�RI�WKH�$8�LQ������LQ�WKH�WUHDW\�WKDW�HVWDEOLVKHG�WKH�

$IULFDQ�(FRQRPLF�&RPPXQLW\��$(&��LQ�������SXW�LQWR�HIIHFW�������7KLV�WUHDW\�ZDV�GHVLJQHG�WR�

FUHDWH�D�IUDPHZRUN�IRU�WKH�PRELOL]DWLRQ��GHYHORSPHQW��DQG�XWLOL]DWLRQ�RI�$IULFDQ�KXPDQ�DQG�

PDWHULDO�UHVRXUFHV�LQ�DQ�HIIRUW�WR�DFKLHYH�FRQWLQHQWDO�VHOI�VXIILFLHQF\��3DUNHU�DQG�5XNDUH��������

7KH�$(&�7UHDW\�LV�VLJQLILFDQW�LQ�WKDW�WKH�&RQVWLWXWLYH�$FW�RI�WKH�$IULFDQ�8QLRQ�HVVHQWLDOO\�

PLUURUV�SRUWLRQV�RI�WKH�GRFXPHQW�ZLWK�VRPH�VOLJKW�DGGLWLRQV�DQG�PRGLILFDWLRQV��,W�LV�FRQVLGHUHG�

E\�PDQ\�WR�EH�WKH�³SDUHQW�GRFXPHQW´�WR�WKH�IRUPDWLRQ�RI�WKH�$8��ZLWK�UHDOO\�RQO\�WKUHH�

GLVWLQFWLRQV�WKDW�VHSDUDWH�WKH�WZR��WKH�PRVW�QRWDEOH�EHLQJ�WKH�WKUHH�ILQDQFLDO�LQVWLWXWLRQV�FUHDWHG�

WR�FDUU\�RXW�WKH�HFRQRPLF�PHDVXUHV�IRUHVHHQ�LQ�WKH�$(&�7UHDW\��7KLV�UHSUHVHQWHG�DQ�LPSRUWDQW�

GHYHORSPHQW�RI�VWUXFWXUDO�FRQFHSWLRQ�IURP�WKH�2$8��DV�LW�SODFHG�ILQDQFLDO�LQVWLWXWLRQV�LQ�WKH�

KLHUDUFK\�RI�WKH�$8��7KH�QHZ�HUD�RI�FRQWLQHQWDO�HQWLWLHV�RQ�WKH�$IULFDQ�FRQWLQHQW��OHG�E\�WKH�$8��

ZDV�³WR�IRUJH�XQLW\��VROLGDULW\�DQG�FRKHVLRQ��DV�ZHOO�DV�FRRSHUDWLRQ��EHWZHHQ�$IULFDQ�SHRSOHV�DQG�

DPRQJ�$IULFDQ�6WDWHV´��6LUWH��������0HDQW�WR�DGGUHVV�WKH�LVVXHV�WKDW�WRRN�SUHFHGHQFH�LQ�WKH�HUD�

RI�WKH�2$8�&KDUWHU��WKH�$8¶V�&RQVWLWXWLYH�$FW�GHILQHG�D�SURJUHVVLYH�UROH�WKDW�WKH�RUJDQL]DWLRQ�

ZRXOG�WDNH�LQ�WKH�DIIDLUV�RI�LWV�PHPEHU�VWDWHV��7KLV�UROH�LV�RQH�RI�WKH�PRUH�LQWHJUDWHG�DQG�DFWLYH�
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DSSURDFKHV�LQ�WKLV�UHSRUW��DW�WKH�RSSRVLWH�HQG�RI�WKH�VSHFWUXP�RI�$6($1��PDNLQJ�IRU�D�

ZRUWKZKLOH�UHVRXUFH�RI�FRPSDULVRQ��

7KH�VROH�SXUSRVH�RI�WKH�$8¶V�HVWDEOLVKPHQW�LV�WKH�SURPRWLRQ�RI�VXVWDLQDEOH�GHYHORSPHQW�

DV�ZHOO�DV�WKH�SURPRWLRQ�RI�JRRG�JRYHUQDQFH��VRFLDO�MXVWLFH��JHQGHU�HTXDOLW\��DQG�JRRG�KHDOWK��,W�

LV�D�ERG\�FRQFHUQHG�ZLWK�WKH�SHDFH��VHFXULW\��DQG�VWDELOLW\�RI�WKH�UHJLRQ��DQG�DV�WKXV�WKHUH�LV�D�

SURYLVLRQ�WKDW�FRXQWHUDFWV�WKH�LQGHSHQGHQFH�RI�PHPEHU�VWDWHV��7KLV�LV�WKH�SURPLQHQW�GLIIHULQJ�

IDFWRU�IURP�LWV�SUHGHFHVVRU��LW�LV�DQ�RUJDQL]DWLRQ�WKDW�VHHV�WKH�YDOXH�LQ�VRYHUHLJQW\�EXW�DOVR�IRU�

OHJLWLPDWH�LQWHUYHQWLRQ��%\�DJUHHLQJ�WR�EHFRPH�D�PHPEHU�RI�WKH�$8��D�VWDWH�LV�FRPPLWWLQJ�WR�WKH�

YDOXHV�DV�VWDWHG�LQ�WKH�&RQVWLWXWLYH�$FW��WKH�NH\�SRLQWV�DV�VWDWHG�EHORZ��

³�SHDFHIXO�UHVROXWLRQ�RI�FRQIOLFWV�EHWZHHQ�PHPEHU�VWDWHV�RI�WKH�8QLRQ�WKURXJK�

DSSURSULDWH�PHDQV�DV�PD\�EH�GHFLGHG�XSRQ�E\�WKH�8QLRQ�$VVHPEO\��$UW����H����

��SURKLELWLRQ�RI�WKH�XVH�RU�WKUHDW�RI�IRUFH�DPRQJ�PHPEHU�VWDWHV�RI�WKH�8QLRQ��$UW��

��I����

��SHDFHIXO�FRH[LVWHQFH�RI�PHPEHU�VWDWHV�DQG�WKH�ULJKW�WR�OLYH�LQ�SHDFH�DQG�VHFXULW\�

�$UW����L����

��UHVSHFW�IRU�GHPRFUDWLF�SULQFLSOHV��KXPDQ�ULJKWV��WKH�UXOH�RI�ODZ��DQG�JRRG�

JRYHUQDQFH��$UW����P����DQG�

��UHVSHFW�IRU�WKH�VDQFWLW\�RI�KXPDQ�OLIH��DQG�FRQGHPQDWLRQ�DQG�UHMHFWLRQ�RI�

LPSXQLW\��SROLWLFDO�DVVDVVLQDWLRQ��DFWV�RI�WHUURULVP��DQG�VXEYHUVLYH�DFWLYLWLHV��$UW��

��R��´��3DUNHU�DQG�5XNDUH��������

7KHVH�DUWLFOHV�KLJKOLJKW�WKH�RYHUDOO�DJHQGD�RI�WKH�$8��ZKLFK�DUH�HVVHQWLDOO\�VWHSV�WRZDUGV�WKH�

DGYDQFHPHQW�RI�GHPRFUDWL]DWLRQ�LQ�$IULFDQ�VWDWHV�DQG�WKH�PRQLWRULQJ�RI�WKDW�SURFHVV��DV�REVHUYHG�
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E\�WKH�FRQWLQXHG�XVH�RI�ODQJXDJH�SURPRWLQJ�WKRVH�YDOXHV��L��H��µSHDFHIXO�UHVROXWLRQ�RI�FRQIOLFWV¶��

µSURKLELWLRQ�RI�WKH�XVH�RU�WKUHDW�RI�IRUFH¶��µUHVSHFW�IRU�GHPRFUDWLF�SULQFLSOHV¶��HWF���3DUNHU�DQG�

5XNDUH���������

7KH�IXQFWLRQ�RI�WKH�$8�LV�QRW�RQO\�WR�VHUYH�DV�D�SURPRWLRQ�RI�WKRVH�YDOXHV��EXW�WR�

LQWHUYHQH�ZKHQ�QHFHVVDU\��%HORZ�LV�WKH�ODQJXDJH�XVHG�LQ�WKH�&RQVWLWXWLYH�$FW�WKDW�SURYLGHV�WKH�

VWLSXODWLRQ�IRU�GRPHVWLF�LQWHUIHUHQFH��

³5LJKW�RI�WKH�8QLRQ�WR�LQWHUYHQH�LQ�D�0HPEHU�6WDWH�SXUVXDQW�WR�D�GHFLVLRQ�RI�WKH�

$VVHPEO\�LQ�UHVSHFW�RI�JUDYH�FLUFXPVWDQFHV��QDPHO\��ZDU�FULPHV��JHQRFLGH�DQG�

FULPHV�DJDLQVW�KXPDQLW\���$UW����K��´��3DUNHU�DQG�5XNDUH��������

,QWHUIHUHQFH�LV�RSHQ�WR�GHILQLWLRQ�E\�WKH�8QLRQ�DV�D�YDULHW\�RI�PHDVXUHV��QDPHO\�SHDFHNHHSLQJ�

PLVVLRQ�DQG�VDQFWLRQV��7KH�&RQVWLWXWLYH�$FW�DOVR�SURYLGHV�PHPEHU�VWDWHV�ZLWK�WKH�ULJKW�WR�

UHTXHVW�LQWHUYHQWLRQ�LI�DQ\�RI�WKH�SUHYLRXV�DUWLFOHV�DV�VWDWHG�KHUH�KDYH�EHHQ�FRPSURPLVHG��,Q�

DGGLWLRQ�WR�KDYLQJ�WKH�DXWKRULW\�WR�LQWHUYHQH��WKH�$8�KDV�WKH�SURYLGHG�ULJKW�LQ�$UWLFOH����WR�

VXVSHQG�WKH�SDUWLFLSDWLRQ�LQ�WKH�DFWLYLWLHV�RI�WKH�RUJDQL]DWLRQ�RI�DQ\�JRYHUQPHQW�RI�D�VWDWH�ZKR�

KDV�FRPH�E\�WKHLU�SRZHU�WKURXJK�XQFRQVWLWXWLRQDO�PHDQV��7KLV�VSHDNV�WR�WKH�JHQHUDO�PLVVLRQ�RI�

WKH�$8¶V�RSHUDWLRQ��WKH�RYHUDOO�SURPRWLRQ�RI�GHPRFUDWLF�YDOXHV�ZLWKLQ�WKHLU�PHPEHU�VWDWHV��7KH�

DGRSWLRQ�RI�WKHVH�LVVXHV�LQWR�WKH�&RQVWLWXWLYH�$FW�RI�WKH�$IULFDQ�8QLRQ�LV�QRW�DQ�DWWHPSW�WR�

HQFURDFK�RQ�WKH�VRYHUHLJQW\�DQG�LQGHSHQGHQW�IXQFWLRQ�RI�HDFK�PHPEHU�VWDWH��EXW�UDWKHU�D�WRRO�RI�

VWDQGDUGL]DWLRQ�DFURVV�WKH�FRQWLQHQW��QR�ORQJHU�ZLOO�OHDGHUV�ZLWK�D�GLVUHJDUG�IRU�WKH�GHPRFUDWLF�

SROLF\�DQG�EDVLF�KXPDQ�ULJKWV�EH�ZHOFRPH�DW�WKH�GLSORPDWLF�WDEOH��0DOXZD��������

$V�D�FRQWLQHQWDO�RUJDQL]DWLRQ��WKH�$8�KDV�EHHQ�PRVW�HIIHFWLYH�LQ�WKHLU�DELOLW\�WR�SURMHFW�

QRUPV�RQWR�PHPEHU�VWDWHV��7KLV�LV�ILUVW�HVWDEOLVKHG�LQ�WKH�FRPPLWPHQW�D�PHPEHU�VWDWH�PDNHV�WR�
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WKH�REMHFWLYHV�DV�VWDWHG�LQ�WKH�$8¶V�PLVVLRQ��7KH�DGRSWLRQ�RI�WKH�&RQVWLWXWLYH�$FW�VHUYHV�DV�KDUG�

SRZHU�IRU�WKH�$8��DQG�FOHDUO\�RXWOLQHV�D�IUDPHZRUN�RI�LQVWLWXWLRQV�WKDW�PHPEHU�VWDWHV�VKRXOG�

IROORZ��&ULWLTXHV�WR�WKLV�DSSURDFK�LQFOXGH�WKH�HQFURDFKPHQW�RQ�VWDWH�VRYHUHLJQW\��KRZHYHU��WKLV�

LV�FRPEDWHG�E\�WKH�VLPSOH��EXW�HIIHFWLYH�IDFW�WKDW�WKH�JRDO�LV�IRU�GHPRFUDF\�WR�EHFRPH�VWDQGDUG�

WKURXJKRXW�WKH�FRQWLQHQW��7KHUHIRUH��WKH�PHQWDOLW\�LV�PRUH�RQH�RI�³UHIRUP��RU�JHW�OHIW�EHKLQG´�

�0ROOHU��������7KLV�LV�DOVR�VXSSRUWHG�E\�WKH�ORQJ�VWDQGLQJ�LGHRORJ\�RI�SDQ�$IULFDQLVP�WKDW�WKH�

2$8�SURPRWHG�GXULQJ�LWV�WHQXUH��7KH�IRXQGDWLRQ�RI�D�FROOHFWLYH�LGHQWLW\�DV�LQGHSHQGHQW�$IULFDQ�

VWDWHV��D�³UHJLPH�RI�WUXWK´��SDYHG�WKH�SDWK�IRU�WKH�QRUPV�WKDW�WKH�$8�GLVVHPLQDWHV�FRQWHPSRUDULO\�

�0ROOHU��������7KH�$8¶V�REMHFWLYHV�DUH�EXLOW�RII�GHFDGHV¶�ZRUWK�RI�D�VKDUHG�YLVLRQ�RI�$IULFDQ�

VWDWHV�KDYLQJ�D�FRKHVLYH�LQVWLWXWLRQ�WKDW�FDQ�FRQIURQW�WKH�FKDOOHQJHV�RI�WKH�GD\��0DOXZD��������

6WDWHV�WKDW�DJUHH�WR�WKLV�FRPPLWPHQW�VHH�FUHGLELOLW\�LQ�WKH�YDOXHV�WKDW�WKH�$8�SURPRWHV�RYHU�WKHLU�

RZQ�DJHQGDV��7KH�HQGRUVHPHQW�RI�GHPRFUDWL]DWLRQ�LV�WKH�PRVW�KHDYLO\�SURMHFWHG�QRUP�WKDW�WKH�

$8�KDV�GHPRQVWUDWHG�GXULQJ�WKHLU�HUD��7KH�$8¶V�SURMHFW�RQ�KXPDQ�ULJKWV�LV�RQH�RI�WKHLU�PRVW�

VWURQJO\�PRQLWRUHG��DV�LW�LV�WKH�PRVW�XVHG�UHDVRQLQJ�IRU�LQWHUYHQWLRQ��7KHVH�WZR�DUHDV�KDYH�

EHFRPH�WKH�DFFHSWHG�VWDQGDUG�IRU�PHPEHU�VWDWHV��ZLWK�WKH�$8¶V�DFWLRQV�DURXQG�KXPDQ�ULJKWV�

HPXODWLQJ�DQRWKHU�DVSHFW�RI�WKH�RUJDQL]DWLRQ�WKDW�LV�FRQVLGHUHG�D�VXFFHVV��

2YHUDOO��WKH�$8�KDV�EHHQ�HIIHFWLYH�DW�RSHUDWLQJ�DW�D�KLJK�OHYHO�RI�WUDQV�UHJLRQDO�GLDORJXH�

ZLWKLQ�WKH�PHPEHU�VWDWHV��$V�WKH�VWDWHV�ZLWKLQ�WKH�$8�KDYH�EHJXQ�WR�UHO\�XSRQ�HDFK�RWKHU��WKH\�

KDYH�LQFUHDVHG�WKHLU�FROODERUDWLRQ�LQ�DJHQGD�VHWWLQJ��7KLV�SURFHVV�VWDUWV�ZLWK�WKH�$8��IROORZHG�

ZLWK�LQGLYLGXDO�VWDWHV�IROORZLQJ�VXLW��$V�PHQWLRQHG��WKH�DUHD�ZKHUH�WKLV�LV�EHVW�REVHUYHG�LV�WKH�

$8¶V�SURMHFW�RQ�KXPDQ�ULJKWV��7KH�$8¶V�SURYLGHG�SURYLVLRQV�LQ�WKHLU�&RQVWLWXWLYH�$FW�IRU�WKH�

SURWHFWLRQ�RI�KXPDQ�ULJKWV�KDV�UHTXLUHG�WKH�PRVW�FROODERUDWLRQ�EHWZHHQ�PHPEHU�VWDWHV��
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)ROORZLQJ�DQ�HUD�RI�YLROHQFH�LQ�$IULFDQ�VWDWHV��WKH�$8�EHJDQ�WKHLU�SHDFH�SURPRWLQJ�RSHUDWLRQV�

ZLWK�D�OHJDF\�RI�QRQ�LQWHUYHQWLRQ�LQ�PDWWHUV�RI�JUDYH�LPSDFW��7R�HQVXUH�WKH�SURWHFWLRQ�RI�WKH�

QRUPV�KDV�EHHQ�GLVVHPLQDWHG�E\�WKH�$8�DQG�DJUHHG�XSRQ�E\�WKHLU�PHPEHU�VWDWHV��WKH�$8�

HVWDEOLVKHG�WKH�$IULFDQ�6WDQGE\�)RUFH��$6)��LQ�SDUWQHUVKLS�ZLWK�WKH�81��7KH�RQO\�ZD\�WKLV�

LQWHUYHQWLRQ�ZRUNV��KRZHYHU��LV�LI�WKHUH�LV�RSHQ�GLDORJXH�UHJDUGLQJ�WKH�DWURFLWLHV�FRPPLWWHG�LQ�

FRPPXQLWLHV�WKDW�DUH�DW�ULVN��7KH�$8�UHOLHV�RQ�D�&RQWLQHQWDO�(DUO\�:DUQLQJ�6\VWHP�DQG�D�3DQHO�

RI�WKH�:LVH�LQ�RUGHU�WR�HVWDEOLVK�D�SHDFHPDNLQJ�PLVVLRQ��7KHVH�IXQFWLRQV�DUH�RQO\�DEOH�WR�EH�

FDUULHG�RXW�E\�GLDORJXH�EHWZHHQ�PHPEHU�VWDWHV��DV�HDFK�FRPPLWV�UHVRXUFHV�WR�DVVLVW�ZLWK�SHDFH�

HQGHDYRUV��0XULWKL��������7KHRUHWLFDOO\�VSHDNLQJ��WKLV�LV�DQ�DUHD�WKDW�WKH�$8�KDV�GHPRQVWUDWHG�

JUHDW�HIIHFWLYHQHVV��+RZHYHU��WKH�RQO\�FDYHDW�EHLQJ�WKDW�WKHUH�LV�DQ�RYHUUHOLDQFH�RQ�WKH�81¶V�

VXSSRUW�IRU�PDQ\�RI�WKH�SHDFH�RSHUDWLRQV�WKDW�WKH�$8�KDV�FRPPLWWHG�WR��7KLV�ZLOO�EH�IXUWKHU�

GLVVHFWHG�DW�DQRWKHU�SRLQW��

$V�VHW�RXW�E\�WKH�&RQVWLWXWLYH�$FW�DQG�WKH�OLWHUDWXUH�WKDW�IROORZHG��WKH�$8�DV�D�

FRQWLQHQWDO�RUJDQL]DWLRQ�ZRXOG�EH�FRQVLGHUHG�HIIHFWLYH�LQ�LPSOHPHQWLQJ�DQ�LQWHJUDWHG�HFRQRP\�

DQG�WKH�GHYHORSPHQW�RI�LQGLYLGXDO�HFRQRPLHV�LQ�PHPEHU�VWDWHV�DV�WKH�IROORZLQJ�DUWLFOH�VWDWHV��

³DFFHOHUDWH�WKH�SROLWLFDO�DQG�VRFLR�HFRQRPLF�LQWHJUDWLRQ�RI�WKH�FRQWLQHQW��$UW�����F��´��(O�$JUDD�

�������7KH�SUHDPEOH�DQG�SDUWV�RI�$UWLFOH����LQ�WKH�&RQVWLWXWLYH�$FW�LQFOXGH�SURYLVLRQV�WKDW�

HVVHQWLDOO\�DGRSW�WKH�OLNHQHVV�RI�WKH�$(&�7UHDW\�PHQWLRQHG�EHIRUH��7KH�GXSOLFLW\�EHWZHHQ�WKH�

WZR�GRFXPHQWV�LV�TXLWH�OHQJWK\��EXW�FDQ�EH�EHVW�VXPPDUL]HG�E\�WKLV�RQH�NH\�SRLQW�WKDW�LV�

HPXODWHG�LQ�WKH�&RQVWLWXWLYH�$FW��³WR�HVWDEOLVK��RQ�D�FRQWLQHQWDO�VFDOH��D�IUDPHZRUN�IRU�WKH�

GHYHORSPHQW��PRELOL]DWLRQ�DQG�XWLOL]DWLRQ�RI�WKH�KXPDQ�DQG�PDWHULDO�UHVRXUFHV�RI�$IULFD�LQ�RUGHU�

WR�DFKLHYH�D�VHOI�UHOLDQW�GHYHORSPHQW´��(O�$JUDD��������7KHVH�DUH�D�VHW�RI�LGHDOV�WKDW�WKH�$8�
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LQLWLDOO\�VHW�RXW�WR�DFKLHYH��DQG�LQ�SULQFLSOH��LW�GHPRQVWUDWHV�WKH�SKLORVRSK\�EHKLQG�D�VHW�RI�

VWUDWHJLHV�WKDW�ZRXOG�KDYH�PDGH�WKLV�RUJDQL]DWLRQ�HIIHFWLYH��7KH�$8�KDG�D�JUDQG�YLVLRQ�XSRQ�

FRQFHSWLRQ�RI�WKH�RUJDQL]DWLRQ��,QLWLDOO\��WKH�HVWDEOLVKPHQW�RI�LQVWLWXWLRQV�OLNH�WKH�&HQWUDO�%DQN�

ZHUH�PHDQW�WR�DGGUHVV�WKH�ILQDQFLDO�VKRUWFRPLQJV�RI�WKHLU�SUHGHFHVVRU��+RZHYHU��DV�LW�ZLOO�EH�

VKRZQ��DV�WKH�RUJDQL]DWLRQ�KDV�HYROYHG��VR�KDV�WKHLU�LGHDO�HIIHFWLYHQHVV��

,QWHUQDWLRQDOO\��WKH�$8�LV�QRW�SHUFHLYHG�DV�HIIHFWLYH�DV�WKHLU�JRDOV�KDG�VHW��7KH�PHPEHU�

VWDWHV�RI�WKH�RUJDQL]DWLRQ�PDNH�XS�����RI�WKH�81��RIWHQ�XQLI\LQJ�PXOWLODWHUDOO\�RQ�PDMRU�LVVXHV�

WKDW�SODJXH�GLVFXVVLRQ��0ROOHU��������7KDW�LV�WR�VD\��WKH�$8�LQ�VRPH�ZD\�KDV�VZD\HG�RYHU�WKLV�

GHFLVLRQ�SURFHVV�DV�WKH�RUJDQL]DWLRQ�DFFRXQWV�IRU�D�VLJQLILFDQW�SRUWLRQ�RI�81�PHPEHUV��7KRXJK�

WKDW�LV�D�VLJQLILFDQW�QXPEHU�IRU�FRQVLGHUDWLRQ��WKH�LVVXH�DW�KDQG�LV�WKDW�RYHUDOO�WKH�$8�DV�DQ�

RUJDQL]DWLRQ�GRHV�QRW�KDYH�VLPLODU�DXWKRULW\�DV�VRPH�RI�WKHLU�PHPEHU�VWDWHV�GXH�RQ�DQ�

LQWHUQDWLRQDO�VFDOH��7KLV�LV�LQ�ODUJH�SDUW�GXH�WR�WKH�LQHIIHFWLYHQHVV�RI�VRPH�RI�WKHLU�PRVW�

DPELWLRXV�LGHDOV�DQG�YDOXHV��%HKLQG�HYHU\�RQH�RI�WKHLU�VXFFHVVHV�WKHUH�LV�D�ODUJHU�VFKHPH�WR�EH�

FRQVLGHUHG��$V�WKH�$8�KDV�HYROYHG�RYHU�WLPH��H[WHUQDO�IRUFHV�KDYH�LQIOXHQFH�RYHU�WKHLU�

RSHUDWLRQ��XQGHUPLQLQJ�VRPH�RI�WKH�DXWRQRP\�WKDW�PHPEHU�VWDWHV�VDFULILFH�WKHLU�VRYHUHLJQW\�WR�

DFKLHYH��0ROOHU��������7KH�HIIHFWV�RI�WKLV�SURFHVV�FDQ�EH�VHHQ�WKURXJK�WZR�SULPDU\�IXQFWLRQV�WKH�

$8�KDV�SURGXFHG�FULWHULD�DERXW��KXPDQ�ULJKWV�SHDFH�NHHSLQJ�PLVVLRQV�DQG�HFRQRPLF�

GHYHORSPHQW��

,W�VKRXOG�DOVR�EH�QRWHG�WKDW�WKH�$8�LQKHULWHG�\HDUV¶�ZRUWK�RI�KXPDQ�ULJKWV�DEXVHV�DQG�

FRQIOLFWV�EHLQJ�FRPPLWWHG�LQ�WKH�PHPEHU�VWDWHV�RI�WKH�2$8��$V�SUHYLRXVO\�VWDWHG��WKH�2$8�KDG�

DQ�DQWL�LQWHUYHQWLRQ�DSSURDFK�WR�$IULFDQ�KHDGV�RI�VWDWHV�ZKR�ZHUH�LQ�DFWXDOLW\�VHOI�DSSRLQWHG�

GLFWDWRUV�FRPPLWWLQJ�DFWV�RI�YLROHQFH�DJDLQVW�WKHLU�RZQ�FLWL]HQV��RQH�RI�WKH�PRUH�VLJQLILFDQW�DFWV�
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EHLQJ�WKH�ODFN�RI�DFWLRQ�LQ�WKH�5ZDQGDQ�JHQRFLGH��0XULWKL��������7KLV�HYHQW�GHPRQVWUDWHG�WKH�

YLUWXDO�LPSRWHQFH�RI�WKH�2$8�LQ�WKH�IDFH�RI�FRQIOLFW�ZLWKLQ�LWV�PHPEHU�VWDWHV��DV�D�UHVXOW��UHSRUWV�

ZHUH�UHOHDVHG�E\�ERWK�WKH�2$8�DQG�81�DFNQRZOHGJLQJ�WKHLU�IDLOXUHV���������7KLV�LV�WKH�VLWXDWLRQ�

WKDW�WKH�$8�LQKHULWHG�XSRQ�FRQFHSWLRQ��WKH�OLDELOLWLHV�DQG�DVVHWV�RI�WKH�2$8¶V�DSSURDFK�WR�VWDWH�

LQWHUYHQWLRQ��7R�FRXQWHUDFW�WKHVH�IDLOXUHV��WKH�$8�DGRSWHG�IUDPHZRUNV�DQG�LQVWLWXWLRQV�OLNH�WKH�

3HDFH�DQG�6HFXULW\�&RXQFLO��36&��LQ������WR�LQWHUYHQH�DQG�SURGXFH�SUHYHQWDWLYH�PHDVXUHV�WR�

HQVXUH�VLWXDWLRQV�DV�VHHQ�GXULQJ�WKH�2$8¶V�HUD�GLG�QRW�RFFXU��+RZHYHU��WKH�$8�LV�D�FRQWLQHQWDO�

RUJDQL]DWLRQ�FUHDWHG�RQ�D�VHW�RI�LGHDOV�WKDW�WKH\�GR�QRW�KDYH�WKH�IXQFWLRQDO�FDSDFLW\�WR�SURGXFH��

0RVW��WKH�$8�KDV�QRW�EHHQ�DEOH�WR�ILQDQFH�WKHLU�RZQ�SHDFH�NHHSLQJ�PLVVLRQV�LQGHSHQGHQWO\��

GHPRQVWUDWLQJ�DQ�RYHUUHOLDQFH�RQ�SDUWQHUVKLSV�ZLWK�WKH�81�DQG�RWKHU�LQWHUQDWLRQDO�RUJDQL]DWLRQV��

QDPHO\�WKH�(FRQRPLF�&RPPXQLW\�RI�:HVW�$IULFDQ�6WDWHV��(&2:$6���WKH�,QWHUQDWLRQDO�

$XWKRULW\�RQ�'HYHORSPHQW��,*$'���WKH�6RXWKHUQ�$IULFDQ�'HYHORSPHQW�&RPPXQLW\��6$'&���

WKH�(FRQRPLF�&RPPXQLW\�RI�&HQWUDO�$IULFDQ�6WDWHV��(&$66��DQG�WKH�$UDE�0DJKUHE�8QLRQ�

�$08���0XULWKL��������

7KH�$8¶V�PLVVLRQ�RQ�KXPDQ�ULJKWV�KDV�IDLOHG�RQ�DFFRXQW�RI�EHLQJ�LOO�HTXLSSHG�

LQVWLWXWLRQDOO\�DQG�XQGHU�UHVRXUFHG�WR�UHVROYH�FRQIOLFWV�VXFFHVVIXOO\��7ZR�RI�WKH�PRUH�QRWDEOH�

SHDFH�RSHUDWLRQV�WKDW�VHW�WKH�SUHFHGHQW�IRU�IXWXUH�SHDFH�NHHSLQJ�HQGHDYRUV�ZHUH�WKH�$IULFDQ�

8QLRQ�0LVVLRQ�LQ�%XUXQGL��$0,%��DQG�WKHLU�HIIRUWV�LQ�WKH�'DUIXU�UHJLRQ�RI�6XGDQ��,Q�WKH�SULRU�

FRQIOLFW��WKH�$8�GHSOR\HG�$0,%�ZLWK�PRUH�WKDQ�������WURRSV�IURP�6RXWK�$IULFD��(WKLRSLD�DQG�

0R]DPELTXH�WR�PRQLWRU�WKH�SHDFH�SURFHVV�DQG�SURYLGH�VHFXULW\��7KHLU�JRDOV�LQFOXGHG�WKH�WDVN�RI�

DOVR�HVWDEOLVKLQJ�WKH�FRQGLWLRQV�WKDW�ZRXOG�DOORZ�IRU�D�81�SHDFH�RSHUDWLRQ�WR�HQWHU�WKH�FRXQWU\��

$V�WKH�SURFHVV�ZDV�WDNLQJ�SODFH��D�EDUUDJH�RI�FKDOOHQJHV�RFFXUUHG�LQFOXGLQJ�WKH�UHLQWHJUDWLRQ�RI�
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LQWHUQDOO\�GLVSODFHG�SHUVRQV��,'3V��DQG�UHIXJHHV�LQWR�WKHLU�FRPPXQLWLHV��0XULWKL��������/DFNLQJ�

WKH�QHFHVVDU\�VRXUFHV�WR�DGGUHVV�WKHVH�FKDOOHQJHV�DV�ZHOO�DV�WKH�VKHHU�ODFN�RI�WURRSV��WKH�$8�KDG�

WR�ORRN�WR�WKH�81�WR�WDNH�RYHU�WKH�SURGXFWLRQ�RI�WKLV�SHDFH�SURMHFW��,Q�WKH�RWKHU�LQVWDQFH��WKH�

'DUIXU�VLWXDWLRQ�SURYLGHG�D�FKDOOHQJH�WR�WKH�$8�RQ�YDU\LQJ�OHYHOV�RI�GRPHVWLF��UHJLRQDO��

FRQWLQHQWDO��DQG�LQWHUQDWLRQDO�GLPHQVLRQV��6HHNLQJ�D�SROLWLFDO�VROXWLRQ�WR�ZKDW�TXLFNO\�EHFDPH�D�

PLOLWDU\�FRQIOLFW��WKH�$8¶V�PRQLWRULQJ�PLVVLRQ�OHIW�PXFK�WR�EH�GHVLUHG��VSHFLILFDOO\�D�PRUH�UREXVW�

SHDFHNHHSLQJ�IRUFH�EHLQJ�RQH�RI�WKH�UHTXLUHPHQWV�WKDW�FRXOG�KDYH�KDG�D�KDQG�LQ�DOOHYLDWLQJ�VRPH�

RI�WKH�FRQIOLFW��%RWK�RI�WKHVH�VLWXDWLRQV�HPXODWH�D�FRPPRQ�WKUHDG�VHHQ�WKURXJKRXW�WKH�RSHUDWLRQ�

RI�WKH�$8�DV�DQ�RUJDQL]DWLRQ��D�ODFN�RI�ILQDQFLQJ�DQG�UHVRXUFHV�IRU�LQWHUQDO�RSHUDWLRQV��

� $V�SUHYLRXVO\�VWDWHG��WKH�$8�KDV�IDFHG�FKDOOHQJHV�ZLWK�WKHLU�DSSURDFKHV�WR�HFRQRPLF�

LQWHJUDWLRQ�DQG�GHYHORSPHQW��)URP�LWV�FUHDWLRQ��WKH�$8�KDG�D�JUDQG�LGHDO�WR�ZKDW�HFRQRPLF�

LQWHJUDWLRQ�ZRXOG�ORRN�OLNH��ZKLFK�ZDV�PRVWO\�LQIOXHQFHG�DQG�DGDSWHG�IURP�WKH�$(&�7UHDW\��

6LQFH�������WKH�$8�KDV�SURGXFHG�DQG�GLVVHPLQDWHG�VHYHUDO�HODERUDWH�SROLF\�LQLWLDWLYHV�IRU�WKH�

DOOHYLDWLRQ�RI�SRYHUW\�DQG�HPSRZHUPHQW�RI�ZRPHQ��QDPHO\�WKH�1HZ�3DUWQHUVKLS�IRU�$IULFD
V�

'HYHORSPHQW��1(3$'���7KH�LPSOHPHQWDWLRQ�RI�WKHVH�SODQV�KDV�EHHQ�TXLWH�SRRU�LQ�FRPSDULVRQ�WR�

WKH�ZHOO�GHILQHG�SROLFLHV�WKHVH�LQLWLDWLYHV�KDYH�RXWOLQHG��8QIRUWXQDWHO\��\HDUV�LQWR�WKH�H[LVWHQFH�

RI�WKH�$8��SRYHUW\�UHPDLQV�ZLGHVSUHDG�WKURXJKRXW�WKH�FRQWLQHQW��ZRPHQ�FRQWLQXH�WR�EH�

RSSUHVVHG�DQG�H[SORLWHG��DQG�$IULFD�UHPDLQV�DW�WKH�SHULSKHU\�RI�WKH�JOREDO�HFRQRP\��.LPHQ\L�

�������7KLV�IDLOXUH�LV�DVVRFLDWHG�ZLWK�D�ODFN�RI�ILQDQFLQJ��ZHDN�LQWHUQDO�LQVWLWXWLRQV��DQG�RWKHU�

PRUH�SROLWLFDO�IDFWRUV��'HVSLWH�WKH�$8�KDYLQJ�WKH�LQWHQWLRQV�WR�EH�D�FRQWLQHQWDO�RUJDQL]DWLRQ�DEOH�

WR�DGGUHVV�WKH�ILQDQFLDO�DQG�HFRQRPLF�FRQFHUQV�RI�DOO�WKHLU�PHPEHU�VWDWHV�VSUHDG�WKURXJKRXW�WKH�
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FRQWLQHQW��WKHUH�LV�D�UHOLDQFH�RQ�UHJLRQDO�RUJDQL]DWLRQV�OLNH�(&2:$6�DQG�(&$66�WR�DFFRPSOLVK�

VRPH�RI�WKHVH�GHYHORSPHQWDO�WDVNV�RQ�WKHLU�DJHQGD���

1HYHUWKHOHVV��GHVSLWH�WKH�ODFN�RI�IXQFWLRQDO�VXFFHVV�WKH�$8�KDV�KDG��LW�LV�WKH�LGHDO�

VWUXFWXUH�DQG�LPSOHPHQWDWLRQ�RI�SROLFLHV�WKDW�QHHGV�WR�EH�FRQVLGHUHG��:KLOH�WKH�$8�KDV�EHHQ�

LQHIIHFWXDO�LQ�RSHUDWLRQDOL]LQJ�SDUWV�RI�WKHLU�&RQVWLWXWLYH�$FW��WKH\�VWLOO�VHUYH�DV�D�PRGHO�IRU�

DWWDLQDEOH�JRDOV�WKDW�DQ�LQWHUQDWLRQDO�RUJDQL]DWLRQ�FDQ�KRSH�WR�DFKLHYH��7KH�$8�FOHDUO\�RXWOLQHV�

WUDQV�FRQWLQHQWDO�SURMHFW�WKDW�DGGUHVVHV�WKH�FRQFHUQV�RI�WKH�LQGLYLGXDO�VWDWHV�ZKLOH�DOVR�

DSSUHFLDWLQJ�WKH�GLYHUVH�FXOWXUDO�GLIIHUHQFHV�UHSUHVHQWHG�LQ�HDFK�UHJLRQ��$GGLWLRQDOO\��WKH�

WUDQVLWLRQ�IURP�WKH�2$8�WR�WKH�$8�VHUYHV�DV�D�PRGHO�IRU�UHIRUP�WKDW�RWKHU�LQWHUQDWLRQDO�

RUJDQL]DWLRQV�OLNH�$6($1�FRXOG�REVHUYH��7KH�NH\�IDFWRU�RI�WKLV�WUDQVLWLRQ�ZDV�D�VWURQJ�

IRXQGDWLRQ�LQ�D�FROOHFWLYH�LGHQWLW\�WKH�PHPEHU�VWDWHV�HPXODWHG�DQG�DGRSWHG�LQWR�WKHLU�RZQ�VHW�RI�

YDOXHV���

,GHRORJLFDOO\��$6($1�LV�RQ�WKH�RSSRVLWH�HQG�RI�WKH�VSHFWUXP�LQ�WHUPV�RI�HQWLW\�

LQWHUYHQWLRQ�LQ�VWDWH�PDWWHUV��DQG�DOVR�GLIIHUV�LQ�WKDW�WKHUH�LV�QR�SUHUHTXLVLWH�RI�DQ�DGRSWLRQ�RI�

YDOXHV�GRPHVWLFDOO\�LQ�RUGHU�WR�PDLQWDLQ�PHPEHUVKLS��7KH�$8�KRZHYHU�KDV�VHHQ�VXFFHVV�DV�DQ�

RUJDQL]DWLRQ�GXH�WR�WKLV�FRPPLWPHQW�PHPEHU�VWDWHV�PDNH�WR�WKH�DUWLFOHV�DV�RXWOLQHG�LQ�WKH�

&RQVWLWXWLYH�$FW��7KLV�LV�WKH�QRUP�EXLOGLQJ�PHFKDQLVP�WKH�$8�KDV�XVHG�VLQFH�WKH�RQVHW�DQG��LQ�

ODUJH�SDUW��WKLV�ZDV�FRQFHLYHG�GXH�WR�WKH�ODFN�RI�VXFFHVV�WKH�2$8�KDG�ZLWK�QRW�HVWDEOLVKLQJ�D�

VWDQGDUG�IRU�DOO�PHPEHU�VWDWHV��7KH�$8�KDV�EHHQ�HIIHFWLYH�LQ�VWDQGDUGL]LQJ�WKHLU�REMHFWLYHV�LQWR�

WKH�GRPHVWLF�LQVWLWXWLRQV�RI�PHPEHU�VWDWHV��ZKLFK�KDV�LQ�WXUQ�FUHDWHG�FKDQQHOV�IRU�HIIHFWLYH�

FROODERUDWLRQ�DQG�WUDQV�UHJLRQDO�GLDORJXH�� �



���

&RXQFLO�RI�(XURSH�

$IWHU�:RUOG�:DU�,,��PDQ\�(XURSHDQ�QDWLRQV�DJUHHG�WR�FUHDWH�DQ�RUJDQL]DWLRQ�FDOOHG�WKH�

&RXQFLO�RI�(XURSH��&R(��WKDW�ZRXOG�VKLHOG�DQG�SUHYHQW�WKH�ULVH�RI�WRWDOLWDULDQ�UHJLPHV�

LQWHUQDWLRQDOO\��)RXQGHG�RQ�0D\���������E\����(XURSHDQ�QDWLRQV��%HOJLXP��'HQPDUN��)UDQFH��

,UHODQG��,WDO\��/X[HPERXUJ��WKH�1HWKHUODQGV��1RUZD\��6ZHGHQ��DQG�WKH�8QLWHG�.LQJGRP���WKH�

REMHFWLYH�RI�WKH�&RXQFLO�ZDV�WR�SURWHFW�KXPDQ�ULJKWV�DQG�GHPRFUDF\��GHYHORS�D�(XURSHDQ�

LGHQWLW\��DQG�WR�UHVROYH�DQ\�SUREOHPV�WKDW�ZRXOG�DULVH�LQ�(XURSHDQ�FRPPXQLWLHV��$IWHU�WKH�

FROODSVH�RI�FRPPXQLVP�LQ�������PHPEHUVKLS�JUHZ�IURP����WR����QDWLRQV�WR�VROLGLI\�GHPRFUDWLF�

SULQFLSOHV�WR�HQVXUH�WKDW�FRPPXQLVP�ZLOO�QRW�ULVH�DJDLQ��6LQFH�������WKH�&RXQFLO�KDV�FUHDWHG�IRXU�

PDLQ�ERGLHV��7KH�&RPPLWWHH�RI�0LQLVWHUV��WKH�&RQJUHVV�RI�/RFDO�DQG�5HJLRQDO�$XWKRULWLHV�RI�

(XURSH��WKH�3DUOLDPHQWDU\�$VVHPEO\��3$&(���DQG�WKH�6HFUHWDULDW��DQG�PDQ\�RWKHU�VPDOOHU�ERGLHV�

DQG�FRPPLWWHHV�IRU�H[WHQVLYH�VXSSRUW��7RGD\��WKH�&RXQFLO�GHHPV�LWVHOI�WKH�³FRQWLQHQW¶V�OHDGLQJ�

KXPDQ�ULJKWV�RUJDQL]DWLRQ´��&RXQFLO�RI�(XURSH����

:LWKLQ�WKH�&RXQFLO��DOO�PHPEHUV�PXVW�DELGH�E\�WKH�WHQDQWV�RI�WKH�RUJDQL]DWLRQ��KXPDQ�

ULJKWV��UXOH�RI�ODZ��DQG�GHPRFUDF\��7KH�GHYHORSPHQW�RI�PHPEHUVKLS�JUHZ�IURP�WKH�RULJLQDO�

IRXQGLQJ�FRXQWULHV�WR�HQFRPSDVV�WKH�QHZ�ZDYH�RI�FHQWUDO�DQG�HDVWHUQ�SRVW�6RYLHW�FRXQWULHV��,Q�

RUGHU�WR�EH�JUDQWHG�PHPEHUVKLS��WKHUH�DUH�WZR�FULWHULRQV�IRU�DFFHVVLRQ�LQWR�WKH�RUJDQL]DWLRQ��

DFFHSWLQJ�ERWK�WKH�IRXQGLQJ�VWDWXWH�ZKLFK�LV�DGGHG�E\�WKH�(XURSHDQ�&RQYHQWLRQ�RI�+XPDQ�

5LJKWV��(&+5��DQG�WKH�ILUVW�DGGLWLRQDO�SURWRFRO��0HPEHU�VWDWHV�DUH�RQO\�UHTXLUHG�E\�WKH�&RXQFLO�

WR�DELGH�E\�WKHVH�SULPDU\�VHW�UHJXODWLRQV��ZLWK�HYHU\�FRQYHQWLRQ�DQG�WUHDW\�DIWHU�EHLQJ�YROXQWDU\��

:LWK�WKLV�DSSURDFK��WKH�RUJDQL]DWLRQV¶�HIIHFWLYHQHVV�UHOLHV�RQ�WKH�SROLWLFDO�GHWHUPLQDWLRQ�RI�
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PHPEHUV��$V�RI�������HYHU\�(XURSHDQ�QDWLRQ�LV�D�PHPEHU�RI�WKH�&RXQFLO�ZLWK�WKH�H[FHSWLRQ�RI�

%HODUXV��%HODUXV�LV�FXUUHQWO\�QRW�LQ�FRPSOLDQFH�ZLWK�WKH�UHJXODWLRQV�RI�WKH�(&+5��DV�WKH\�SHUPLW�

WKH�GHDWK�SHQDOW\�DV�D�IRUP�RI�FDSLWDO�SXQLVKPHQW��RXWODZHG�E\�WKH�(&+5���'XH�WR�WKH�(&+5�

VWDQGDUGV��WKLV�PDNHV�%HODUXV�DQ�XQDWWUDFWLYH�FDQGLGDWH�IRU�DGPLVVLRQ�DQG�XQWLO�%HODUXV�FDQ�DGRSW�

WKH�FRQYHQWLRQ��WKH�&RXQFLO�UHIXVHV�WR�DFFHSW�%HODUXV�E\�UHJDUGLQJ�WKHP�DV�D�KXPDQ�ULJKWV�

YLRODWRU���

7KH�RULJLQDO�LQWHQW�IRUPXODWHG�IRU�WKH�&R(�ZDV�WR�VWUHQJWKHQ�GHPRFUDWLF�YDOXHV��ZKLFK�

KDV�SURGXFHG�D�SXEOLF�IRUXP�IRU�PHPEHU�VWDWHV�UDWKHU�WKDQ�DQ�DXWKRULWDWLYH�IUDPHZRUN��7KH�

RSHUDWLRQDO�H[HFXWLRQV�RI�WKH�&RXQFLO�UHO\�RQ�³VWDQGDUG�VHWWLQJ��PRQLWRULQJ��DQG�FRRSHUDWLRQ´��

�3DUWQHU�3HUVSHFWLYHV�������DEVHQW�D�VLQJXODU�HQWLW\�WKDW�VHUYHV�DV�DQ�H[HFXWLYH�GHFLVLRQ�PDNHU��

5DWKHU�WKDQ�SROLWLFDOO\�LQWHJUDWLQJ�WKH�HQWLUH�UHJLRQ��WKH�&RXQFLO�SURPRWHV�D�FROODERUDWLYH�

DSSURDFK�ZKHUH�HQJDJHPHQW�LV�HQFRXUDJHG�IURP�RQH�DQRWKHU��2QFH�DGPLWWHG�LQWR�WKH�&R(��

PHPEHU�VWDWHV�DUH�DEOH�WR�PDLQWDLQ�WKHLU�VRYHUHLJQW\�ZKLOVW�SDUWDNLQJ�LQ�WKH�&RXQFLO�E\�GHFLGLQJ�

ZKHWKHU�WR�DGRSW�DQG�UDWLI\�D�FRQYHQWLRQ�RU�WUHDW\��,W�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�&RXQFLO�LWVHOI�

KDV�QR�VXFK�SRZHU�IRU�OHJDO�HQIRUFHPHQW�DIWHU�D�PHPEHU�VWDWH�LV�DGPLWWHG�UHO\LQJ�VROHO\�RQ�

DJUHHPHQWV�DQG�FRQIHUHQFHV�WR�IXUWKHU�H[SDQG�WKHLU�YDOXHV��7KH�RUJDQL]DWLRQ�LV�VWUXFWXUHG�XSRQ�

QHJRWLDWLRQ�DQG�FRQVHQW��ZKLFK�DOORZV�IRU�³VRIW�OHJLVODWLRQ�WKURXJK�PXOWL�VWDJH�GHFLVLRQ�PDNLQJ´�

�0DF0XOOHQ�������WR�JRYHUQ�WKH�GHFLVLRQV�RI�HYHU\�FRQYHQWLRQ���

,Q�WHUPV�RI�LQWHUQDO�RUJDQL]DWLRQDO�FRRSHUDWLRQ��WKH�(XURSHDQ�&RXUW�RI�+XPDQ�5LJKWV�

�(&W+5���DOVR�NQRZQ�DV�WKH�6WUDVERXUJ�&RXUW��VHUYHV�DV�WKH�SK\VLFDO�FRXUW�VWUXFWXUH�WKDW�

PRQLWRUV�DQG�VXSHUYLVHV�WKH�FRPSOLDQFH�OHYHOV�RI�PHPEHU�VWDWHV��(&W+5�DOVR�HVWDEOLVKHV�WKDW�LWV�

³WDVN�LV�WR�HQVXUH�WKDW�6WDWHV�UHVSHFW�WKH�ULJKWV�DQG�JXDUDQWHHV�VHW�RXW�LQ�WKH�&RQYHQWLRQ´�
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�&RXQFLO�RI�(XURSH���7KH�SXUSRVH�RI�(&W+5�LV�WR�VDIHJXDUG�DJDLQVW�DQ\�IRUPV�RI�SROLWLFDO�DEXVH��

ZKHUH�MXGJHPHQWV�DUH�PDGH�E\�WKH�QDWLRQDO�OHJDO�V\VWHP��&LWL]HQV�IURP�PHPEHU�VWDWHV�DUH�JLYHQ�

D�FKDQFH�WR�OHJDOO\�DGGUHVV�WKHLU�UHVSHFWLYH�PHPEHU�VWDWH¶V�YLRODWLRQV��ZKHUH�MXGJHPHQW�

GHFLVLRQV�DUH�ELQGLQJ�DIWHU��

7KH�&R(�QDUURZO\�IRFXVHV�WKHLU�DJHQGD�RQ�GHPRFUDWLF�YDOXHV�DQG�KXPDQ�ULJKWV�WKDW�

HQWDLOV�D�GHFHQWUDOL]HG�LPSOHPHQWDWLRQ�RI�WKH�ODZ��,Q�FRPSDULVRQ��WKH�(XURSHDQ�8QLRQ��(8��LV�D�

ODUJHU�WUDQV�UHJLRQDO�RUJDQL]DWLRQ�WKDW�IRFXVHV�RQ�LQWHJUDWLYH�HFRQRPLF�DQG�IRUHLJQ�SROLFLHV��IURP�

VWDQGDUGL]LQJ�WKH�HXUR�FXUUHQF\�WR�HVWDEOLVKLQJ�D�6FKHQJHQ�=RQH�IRU�WKH�IUHH�IORZ�PRYHPHQW�RI�

SHRSOH�DFURVV�ERUGHUV��'XH�WR�PDQ\�VWDWHV�REWDLQLQJ�PHPEHUVKLS�VWDWXV�LQ�ERWK�RUJDQL]DWLRQV��WKH�

UHODWLRQVKLS�PXVW�DOZD\V�UHPDLQ�DFWLYH�DQG�DOLYH��,Q�RUGHU�WR�SUHYHQW�UHGXQGDQFLHV�LQ�WKH�ODZ��

WKH\�PXVW�DOVR�OHDUQ�WR�GLVWULEXWH�DQG�GLYHUW�UHVSRQVLELOLWLHV�DFFRUGLQJ�WR�WKHLU�UHVSHFWLYH�PLVVLRQ�

VWDWHPHQW��7KH�UHODWLRQVKLS�EHWZHHQ�WKH�&R(�DQG�(8�LV�KHUH�WR�VWD\�EHFDXVH�RI�VKDUHG�PHPEHUV�

DQG�VKDUHG�UHJLRQV��:KLOH�ERWK�RUJDQL]DWLRQV�VHUYH�WZR�FRPSOHWHO\�GLIIHUHQW�SXUSRVHV��WKH�

ELJJHVW�GLVWLQFWLRQ�LV�WKDW�WKH�&R(�DSSHDOV�KHDYLO\�WR�PHPEHU�VWDWHV�DV�WKH\�DUH�DEOH�WR�DFW�

UHDVRQDEO\�LQGHSHQGHQW�ZLWKLQ�WKHLU�VKDUHG�IUDPHZRUN��'XH�WR�WKH�(8¶V�VRYHUHLJQW\�GLIIHUHQFHV�

IURP�WKH�&R(��WKLV�SDSHU�ZLOO�QRW�DGGUHVV�LW�DV�D�SRWHQWLDO�H[HPSODU�IRU�$6($1���

,Q�UHIHUHQFH�WR�WKH�DIRUHPHQWLRQHG�JRDOV�RI�SURWHFWLQJ�GHPRFUDF\��GHYHORSLQJ�D�FRKHVLYH�

LGHQWLW\��DQG�UHVROYLQJ�UHJLRQDO�LVVXHV��WKH�&RXQFLO�LPSOHPHQWHG�WKH�(&+5�RQ�6HSWHPEHU����

�����DV�LWV�ZLGHO\�UHFRJQL]HG�DFKLHYHPHQW��'HVSLWH�WKLV�DFFRPSOLVKPHQW��WKHUH�DUH�ILVVXUHV�WKDW�

KDYH�UHGXFHG�WKH�HIIHFWLYHQHVV�RI�WKH�RUJDQL]DWLRQ�DQG�FDQ�EH�GLYLGHG�LQWR�WKHPHV�RI�

QRQFRPSOLDQFH��GLVRUJDQL]DWLRQ�DQG�H[SORLWDWLRQ��DQG�JURZLQJ�LUUHOHYDQFH���
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$V�WKH�&RXQFLO�ZDV�IRXQGHG�XSRQ�D�YROXQWDU\�PHPEHUVKLS�EDVLV��LW�SURGXFHV�VRPH�

LQFRQVLVWHQFLHV�WKURXJKRXW�WKH�UHJLPH��:LWKRXW�FRPSOLDQFH�PHDVXUHV��YDULDQFH�DPRQJVW�PHPEHU�

VWDWH�FRRSHUDWLRQ�H[LVWV��)RU�LQVWDQFH��VRPH�PHPEHU�VWDWHV�FKRRVH�WR�DGRSW�WKH�&RXQFLO¶V�YDOXHV�

DQG�FRQYHQWLRQV��ZKLOH�RWKHUV�WDNH�DGYDQWDJH�RI�WKH�YROXQWDU\�EDVLV�RI�FRQYHQWLRQ�UDWLILFDWLRQ��

FKRRVLQJ�QHYHU�WR�DFWXDOO\�LPSOHPHQW�UHVROXWLRQV��&RXQWULHV�OLNH�5XVVLD��ZKR�DFW�LQGHSHQGHQWO\�

ZLWK�LQGLYLGXDOLVWLF�DJHQGDV��PD\�WKUHDWHQ�WKH�FRKHVLRQ�RI�WKH�&RXQFLO��)RU�H[DPSOH��5XVVLD¶V�

LQYDVLRQ�RI�&ULPHD�LQ������ZDUUDQWHG�D�VXVSHQVLRQ�IURP�WKH�FRXQFLO��DV�D�YLRODWLRQ�RI�KXPDQ�

ULJKWV��5XVVLD¶V�UHVSRQVH�ZDV�WR�WKUHDWHQ�ZLWKGUDZDO�ZKLFK�LQIOXHQFHG�WKH�&RXQFLO¶V�GHFLVLRQ�WR�

UHVWRUH�WKHLU�ULJKWV��7KH�&RXQFLO¶V�IHDUV�WKH�LGHD�RI�GHDOLQJ�ZLWK�DQ�H[WHUQDO�SDULDK�VWDWH��ZKLFK�

OHG�WKHP�WR�FRQFHGH�WR�5XVVLD¶V�GHPDQG��<DVFKD�0RXQN��D�SURIHVVRU�DW�-RKQ�+RSNLQV�8QLYHUVLW\�

FDOOHG�WKH�YRWH��³\HW�DQRWKHU�H[DPSOH�RI�(XURSHDQ�LQVWLWXWLRQV�±�ODFNLQJ�QRW�RQO\�WKH�FRXUDJH�RI�

WKHLU�FRQYLFWLRQV��EXW�DQ\�NLQG�RI�FRQYLFWLRQ�±�FDYLQJ�WR�DXWKRULWDULDQ�SRZHUV´��(UODQJHU��������

5DWKHU�WKDQ�PDQGDWLQJ�H[SXOVLRQ��WKH�&RXQFLO�LV�ZLOOLQJ�WR�JUDQW�PHPEHU�VWDWHV�WKHLU�IXOO�ULJKWV�

IURP�HQRXJK�GLSORPDWLF�SHUVXDVLRQ�DQG�EODFNPDLO��,Q�WKLV�FDVH��LW�LV�PXFK�PRUH�FRQYHQLHQW�WR�

KDYH�PHPEHUV�REH\�ORZHU�VWDQGDUGV�RI�KXPDQ�ULJKWV�ZLWKLQ�WKH�FRXQFLO��WKDQ�WR�KDYH�WKHP�H[LVW�

DV�DQ�H[WHUQDO�SDULDK�VWDWH��7KH�&RXQFLO¶V�DEVHQW�DQVZHU�WR�VDIHJXDUGLQJ�WKHP�IURP�

DXWKRULWDULDQ�OHDQLQJ�UHJLPHV�PD\�FDXVH�IXWXUH�LVVXHV�LQ�UHJDUG�WR�PDQDJLQJ�XQFRQYHQWLRQDO�

PHPEHU�VWDWHV�WKDW�WKUHDWHQ�WKH�&RXQFLO¶V�YDOXHV��

2IWHQWLPHV��FULWLFV�DOVR�GHHP�WKDW�WKH�&RXQFLO�RI�(XURSH�LV�WRR�GLVRUGHUHG�RQ�WKH�PDWWHUV�

RI�VXEVWDQFH��ZKHUH�³LW�LV�QRW�DOZD\V�FOHDU�KRZ�FULWLFDO�WKLV�KDV�EHHQ«DW�WKH�JUDVV�URRWV´��*UHHU�

�������7KHUH�KDV�EHHQ�LQFUHDVLQJ�GLVRUJDQL]DWLRQ�LQ�ORJLVWLFV�ZKLFK�KDV�OHG�WR�WKH�V\VWHP�EHLQJ�

RYHUZRUNHG�DQG�H[SORLWHG��([DPSOHV�RI�WKLV�FDQ�EH�SRLQWHG�WR�FRXUWV�³LQ�*HUPDQ\��6SDLQ�DQG�
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)UDQFH��KDYH�HYHQ�VLJQDOHG�WKHLU�GHWHUPLQDWLRQ�QRW�WR�IROORZ�6WUDVERXUJ�ZKHQ�WKH\�GHHP�LWV�

LQWHUSUHWDWLRQ�RI�(&+5�ULJKWV�LQFRQVLVWHQW�ZLWK�WKHLU�LQWHUSUHWDWLRQ�RI�WKHLU�RZQ�QDWLRQDO�

FRQVWLWXWLRQDO�GRFXPHQWV´��*UHHU��������'XH�WR�WKH�YDOXHV�RI�WKH�&RXQFLO�DQG�LWV�JRDOV��WKH�

FRPSOLFDWLRQ�ZLWK�DWWHPSWLQJ�WR�DGYDQFH�KXPDQ�ULJKWV�LV�WKDW�WKH�WHUP�LWVHOI�LV�DUELWUDU\�DQG�

EURDG��ZKLFK�HQFRPSDVVHV�D�OLWDQ\�RI�VXEVHFWLRQV��2IWHQWLPHV��WKHUH�FDQ�EH�PLVFRQFHSWLRQV�ZLWK�

WKH�OLPLWDWLRQV�RI�WKH�WHUP��WKXV�PDNLQJ�YLRODWLRQV�D�JUD\�]RQH�WKDW�FDQ�KXUW�WKH�FUHGLELOLW\�RI�WKH�

&R(�E\�PDNLQJ�WKHP�VHHP�LQFRQVLVWHQW�ZLWK�WKHLU�FRUH�YDOXHV��:KDW�RQH�FRXQWU\�PD\�GHHP�WKHLU�

DFWLRQV�DV�FRQVWLWXWLRQDO�XQGHU�WKH�(&+5��WKH�(&W+5�PD\�QRW��ZKLFK�FDXVHV�SRWHQWLDO�FRQIOLFW�

DQG�GLYLVLRQ�DPRQJVW�WKH�(XURSHDQ�UHJLRQ��)RU�H[DPSOH��LQ�$SULO�������6ZLW]HUODQG�KDG�DQ�

LQFLGHQW�ZKHUH�WKH�JRYHUQPHQW�GHSRUWHG�D�1LJHULDQ�GHOLQTXHQW�EDFN�WR�WKHLU�UHVSHFWLYH�FRXQWU\�

�3DUWQHU�3HUVSHFWLYHV��������7KH�(&W+5�VDZ�WKHLU�DFWLRQ�WR�EH�LQ�YLRODWLRQ�RI�WKH�(&+5��LQ�

ZKLFK�6ZLW]HUODQG�VWLOO�GHHPHG�WKHPVHOYHV�WR�KDYH�PDGH�WKH�ULJKW�GHFLVLRQ�LQ�WHUPV�RI�QDWLRQDO�

VHFXULW\�DQG�WKH�SURWHFWLRQ�RI�WKHLU�QDWLRQ��,W�LV�LQVWDQFHV�OLNH�WKLV�WKDW�RSSRVLQJ�YLHZSRLQWV�RQ�WKH�

DUELWUDULQHVV�RI�WKH�WHUP�³KXPDQ�ULJKWV´�FDQ�FDXVH�IXWXUH�GLOHPPDV�ZLWK�WKH�&RXQFLO��$W�WLPHV��

WKH�DXWKRULW\�RI�WKH�(&W+5�LV�TXHVWLRQHG�IURP�FRXQWULHV�DV�WKH\�EHOLHYH�WKDW�GHPDQGV�DUH�QRW�

UHDOLVWLF�DQG�VDFULILFH�QDWLRQDO�LQWHJULW\���

'XH�WR�WKH�EOXUUHG�OLQHV�RI�³KXPDQ�ULJKWV´��WKHUH�KDV�EHHQ�D�JURZLQJ�UDWH�RI�ODZVXLWV�

EHLQJ�EURXJKW�WR�WKH�(&W+5�WKDW�KDYH�RYHUZKHOPHG�DQG�RYHUZRUNHG�WKH�IXQFWLRQV�RI�WKH�

LQVWLWXWLRQV��7KLV�IRUFHV�WKH�FRXUW�WR�SLFN�DQG�FKRRVH�YLRODWLRQV�WKDW�DUH�GHHPHG�ZRUWK\�RI�

LQYHVWLJDWLQJ�WKHUHE\�GLVUHJDUGLQJ�PLQRU�YLRODWLRQV��7KH�ORJLVWLFV�RI�WKH�(&W+5�LQGLFDWH�WKDW�WKH�

FRXUW�LV�RQO\�³FDSDEOH�RI�MXGJLQJ�DERXW����SHUFHQW�RI�WKH�DSSOLFDWLRQ>V@�LW�UHFHLYHV«>ZKHUH@����

SHUFHQW�RU�VR�RI�DSSOLFDWLRQV�DUH�UHMHFWHG�ZLWKRXW�DGMXGLFDWLRQ´��*UHHU��������7KH�ODFN�RI�SURSHU�
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KHDULQJV�DQG�MXGJHPHQW�FDOOV�RQ�DOOHJHG�YLRODWLRQV�DOORZV�FRUUXSWLRQ�WR�EHFRPH�XQQRWLFHG�RU�

QHJOHFWHG�E\�WKH�&RXQFLO��FDYLQJ�LQ�RQ�LWV�RZQ�PLVVLRQ�E\�MXVWLI\LQJ�PLQRU�YLRODWLRQV�IURP�

PHPEHU�VWDWHV��

6LPLODUO\��WKH�JURZLQJ�LQWHJUDWLRQ�RI�(DVWHUQ�(XURSHDQ�FRXQWULHV�KDYH�ZDWHUHG�GRZQ�WKH�

(&+5�YDOXHV��OHDGLQJ�WR�SRODUL]DWLRQ�DQG�LUUHOHYDQFH�ZLWKLQ�WKH�&RXQFLO��)RU�H[DPSOH��(DVWHUQ�

(XURSHDQ�FRXQWULHV�DUH�RSSRVHG�WR�/*%74��DFWLYLWLHV�GXH�WR�LQKHUHQW�FXOWXUDO�YDOXHV��7KLV�

HVVHQWLDOO\�XQGHUPLQHV�WKH�&R(¶V�VXSSRVHG�SXUSRVH�RI�H[SDQGLQJ�KXPDQ�ULJKWV�DV�DQWL�/*%74��

SRVLWLRQV�SODFH�(DVWHUQ�(XURSHDQ�VWDWHV�LQ�YLRODWLRQ�RI�WKH�(&+5�ZKHUH�WKHLU�FXOWXUDO�YDOXHV�

VXSHUVHGHG�WKH�KXPDQ�ULJKWV�YDOXHV�ODLG�RXW�E\�WKH�&RXQFLO��7KXV��WUHDWLHV�DQG�IXUWKHU�SURMHFWV�

ZLWKLQ�WKLV�GHSDUWPHQW�DUH�XVXDOO\�YROXQWDU\�RU�IXQGHG�WKURXJK�VHOI�LQWHUHVW��7KRXJK�WKLV�

SRODUL]DWLRQ�H[LVWV�LQ�FHUWDLQ�GHSDUWPHQWV�RI�WKH�&RXQFLO��WKH�RUJDQL]DWLRQ�LV�VWLOO�SHUFHSWXDOO\�

VXEVXPHG�E\�WKH�(8��ZKHUH�³WKH�(XURSHDQ�SXEOLF��PXFK�RI�WKH�PHGLD��DQG�HYHQ�PDMRU�VFKRODUO\�

SXEOLVKHUV«IUHTXHQWO\�FRQIXVH�ERWK�WKH�&R(«ZLWK�(8¶V�(XURSHDQ�&RXQFLO´��0DF0XOOHQ�

�������:LWKRXW�WKLV�GLVWLQFWLRQ�SURSHUO\�FODULILHG��KDUP�FDQ�EH�GRQH�WR�WKH�&RXQFLO¶V�DELOLW\�WR�

SURSHUO\�H[HFXWH�GXWLHV�DQG�GLVWULEXWH�UHVSRQVLELOLWLHV�DFFRUGLQJ�WR�WKH�RUJDQL]DWLRQ���

'HVSLWH�WKHVH�XQGHUO\LQJ�LVVXHV��WKH�&RXQFLO¶V�DELOLW\�WR�SURMHFW�QRUPV�LQ�D�FRRSHUDWLYH�

DQG�FROODERUDWLYH�PDQQHU�SURYLGH�D�PRUH�HIILFLHQW�PRGH�RI�JRYHUQLQJ�DV�LW�RYHUORRNV�WKHVH�

PLQLVFXOH�SUREOHPV��$V�WKH�YDVW�PDMRULW\�RI�PHPEHU�VWDWHV�EHOLHYH�LQ�WKH�PLVVLRQ�VWDWHPHQW�RI�

WKH�RUJDQL]DWLRQ��WKHLU�LQLWLDWLYH�DQG�GULYH�LV�VXSSRUWHG�E\�WKHLU�DELOLW\�WR�SURJUHVV�LQGLYLGXDOO\�

ZKLOVW�DOVR�PDLQWDLQLQJ�FROOHFWLYH�EHQHILWV��7KH�FRXQFLO�KDV�FRQVWUXFWHG�SUHUHTXLVLWHV�WKDW�SDYHG�

WKH�ZD\�IRU�LWV�FUHGLELOLW\�DQG�DXWKRULW\�ZLWKLQ�WKH�UHJLRQ��7KH�DELOLW\�WR�SURMHFW�QRUPV��VWDWHG�LQ�
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WKH�LQWUR��DOORZV�IRU�RUJDQL]DWLRQDO�HIILFLHQF\�WR�EH�PD[LPL]HG�LQ�ZKLFK�LW�KDUPRQL]HV�DJHQGDV��

SROLF\�LPSOHPHQWDWLRQ��DQG�LQWUD�UHJLRQDO�GLDORJXH��

:KLOH�WKH�IRFXV�RI�WKH�(&W+5�SURPRWHV�FRPSOLDQFH�ZLWK�QHZ�DQG�JHQHUDO�PHPEHU�VWDWHV��

WKH�&R(�FRQWDLQV�RWKHU�LQVWLWXWLRQV�VXFK�DV�WKH�&RPPLWWHH�RI�0LQLVWHUV�DQG�3$&(�WR�KHOS�

HQIRUFH�WKHVH�QRUPV��'XULQJ�DFFHVVLRQ�RI�QHZ�VWDWHV��WKH�FRPPLWWHHV�FORVHO\�PRQLWRU�DQG�RXWOLQH�

VSHFLILF�JXLGHOLQHV�DQG�UHJXODWLRQV�WKDW�QHZ�PHPEHU�VWDWHV�PXVW�VDWLVI\��,Q�WKH�VFHQDULR�WKDW�

PHPEHU�VWDWHV�DUH�IRXQG�YLRODWLQJ�WKH�&RXQFLO¶V�IUDPHZRUN��WKH�&RPPLWWHH�RI�0LQLVWHUV�³PD\�

UHTXHVW�WKDW�LW�ZLWKGUDZ��RU�LW�PD\�VXVSHQG�YRWLQJ�ULJKWV�RI�UHSUHVHQWDWLYHV�RQ�WKH�&RPPLWWHH�RU�

3$&(´��-RUGDQ��������1R�PHPEHU�VWDWHV�WR�GDWH�KDYH�EHHQ�ZLWKGUDZQ�IURP�WKH�&RXQFLO��EXW�

WKHUH�KDYH�EHHQ�VXVSHQVLRQV�PDGH�LQ�WKH�SDVW��VXFK�DV�WKH�SUHYLRXV�H[DPSOH�RI�5XVVLD¶V�LQYDVLRQ�

RI�&ULPHD��7KH�&RXQFLO�YRWHG�WR�VXVSHQG�5XVVLD¶V�YRWLQJ�ULJKWV�IURP�WKH�SDUOLDPHQWDU\�DVVHPEO\�

DQG�WHUPLQDWHG�WKH�FRXQWU\¶V�ULJKW�³WR�SDUWLFLSDWH�LQ�HOHFWLRQ�REVHUYDWLRQ�PLVVLRQV�DQG�WXUIHG�LW�

RII�LWV�PRVW�SUHVWLJLRXV�FRPPLWWHHV´��+DUGLQJ�������DV�D�GLUHFW�YLRODWLRQ�RI�WKH�(&+5��:LWK�

SK\VLFDO�UHSHUFXVVLRQV�LQ�SODFH��PRVW�RI�WKH�FRQWULEXWLRQ�UHPDLQV�LQ�SUHVVXULQJ�PHPEHU�VWDWHV�WR�

PHHW�WKH�GHPDQGV�DQG�FRPPLWPHQWV�RI�WKH�&RXQFLO��

(YHQ�WKRXJK�ODZV�DUH�QRW�ELQGLQJ�WR�D�PHPEHU�VWDWH�XQOHVV�VLJQHG�DQG�UDWLILHG��WKHUH�DUH�

PDQ\�UHDVRQV�WR�IXUWKHU�HQIRUFHPHQW�DQG�FRPSOLDQFH��7KHUHIRUH��WKH�&RXQFLO�UHOLHV�RQ�VRIW�

SRZHU�DQG�WKH�DELOLW\�RI�SROLWLFDO�SUHVVXUH�DQG�VKDPLQJ��0HPEHU�VWDWHV��RIWHQWLPHV��GR�QRW�ZDQW�

WR�EH�SHUFHLYHG�DV�DQ�XQUHOLDEOH�DQG�XQVWDEOH�QDWLRQ�RQ�WKH�SROLWLFDO�VSHFWUXP��,QVWHDG��WKH\�FUDYH�

SRVLWLYH�UHFRJQLWLRQ�IURP�WKHLU�SHHUV�IRU�FRQIRUPLQJ�WR�VKDUHG�YDOXHV��ZKHUH�WKH�QRWLRQ�RI�

DFFHSWDQFH�LV�KLJKO\�SUDLVHG�IURP�D�IRXQGDWLRQ�RUJDQL]DWLRQ�VXFK�DV�WKH�&RXQFLO��7KLV�LV�

SDUWLFXODUO\�WUXH�IRU�QDWLRQ�VWDWHV�WKDW�DUH�VPDOOHU�ZKR�GR�QRW�UHFHLYH�WKH�XVXDO�LQWHUQDWLRQDO�
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UHFRJQLWLRQ�DV�D�FRXQWU\�OLNH�5XVVLD��ZRXOG��:LWK�WKH�SUHYLRXV�H[DPSOH�RI�6ZLW]HUODQG¶V�LQFLGHQW�

ZLWK�WKH�1LJHULDQ�GHOLQTXHQW��WKH�FRXQWU\¶V�FRPSOLDQFH�ZLWK�WKH�(&W+5�LV�IRXQGHG�VROHO\�RQ�

UHIXVLQJ�SROLWLFDO�LVRODWLRQ�ZLWKLQ�WKH�&RXQFLO��$�ZLWKGUDZDO�ZRXOG�QHJDWLYHO\�DIIHFW�WKH�

SHUFHSWLRQ�RI�D�QDWLRQ�VWDWH��ZKHUH�WKHLU�RZQ�DJHQGD�H[LVWV�RXWVLGH�RI�D�FROOHFWLYH�RQH��7KLV�FDQ�

KDUP�WKH�FRXQWU\¶V�DELOLW\�WR�HYROYH�DQG�SURVSHU�E\�UHIXVLQJ�DOOLDQFHV�DQG�FROOHFWLYH�HIIRUW��

�$QRWKHU�UHDVRQ�IRU�PHPEHU�VWDWH�FRPSOLDQFH�LV�WKHLU�LQGLYLGXDO�JDLQ�WR�VWUHQJWKHQ�D�

UHJLPH¶V�OHJLWLPDF\��7KLV�UHDVRQ�LV�SDUWLFXODUO\�WUXH�IRU�VPDOOHU�FRXQWULHV�ZKR�GR�QRW�ZLWKKROG�

WKH�SRZHU�RU�LQIOXHQFH�WR�LPSOHPHQW�FKDQJH�LQGHSHQGHQWO\��)RU�H[DPSOH��/DWYLD��D�FRXQWU\�WKDW�

H[SHULHQFHG�HWKQLF�LQWROHUDQFH�IURP�5XVVLD��EHFDPH�D�PDMRU�SURSRQHQW�RI�LPSOHPHQWLQJ�D�

ODQJXDJH�SROLF\�WKDW�HPEUDFHV�PLQRULWLHV�LQ�PHPEHU�VWDWHV��/DWYLD�ZDV�DEOH�WR�PDNH�VLJQLILFDQW�

SURJUHVV�LQ�PLQLPL]LQJ�UDFLVP�DQG�HQFRXUDJLQJ�GLYHUVLW\�LQ�³$UWLFOH���RI�WKH�ODQJXDJH�ODZ´�

�-RUGDQ��������6PDOOHU�JRYHUQLQJ�FRXQWULHV�VXFK�DV�/DWYLD��DUH�PRUH�OLNHO\�WR�LQWHUQDOL]H�KXPDQ�

ULJKWV�QRUPV�DQG�HIIHFWLYHO\�FUHDWH�OHJLVODWLRQ�DQG�ODZ�WR�IRVWHU�OHJLWLPDF\�DQG�VWUHQJWKHQ�VRFLDO�

FRKHVLRQ��6LPLODUO\��DV�RQH�RI�WKH�IRXQGLQJ�LQWHUQDWLRQDO�RUJDQL]DWLRQV�RI�(XURSH��PDQ\�PHPEHU�

VWDWHV�XVH�WKH�&RXQFLO�DV�D�VWHSSLQJ�VWRQH�WR�IXUWKHU�WKHLU�DJHQGD�ZLWK�RWKHU�RUJDQL]DWLRQV��VXFK�

DV�WKH�(8�RU�1RUWK�$WODQWLF�7UDGH�2UJDQL]DWLRQ��1$72���1R�FRXQWU\�KDV�HYHU�MRLQHG�WKH�(8�

ZLWKRXW�EHORQJLQJ�WR�WKH�&R(�LQLWLDOO\��7KXV��WKH�&R(�SURYLGHV�WKH�JURXQGZRUN�QHFHVVDU\�DV�

PHPEHUVKLS�LV�WUHDWHG�DV�D�SROLWLFDO�DFFHSWDQFH�LQWR�WKH�(XURSHDQ�VWDWH�V\VWHP��ZKHUH�KDYLQJ�WKDW�

FUHGLEOH�DQG�LQWHUFRQQHFWHG�QHWZRUN�FDQ�SURYLGH�DGYDQWDJHV�DQG�OHYHUDJHV�LQWR�RWKHU�

LQWHUQDWLRQDO�LQVWLWXWLRQV��:KLOH�LQGLYLGXDO�JDLQV�IURP�PHPEHU�VWDWHV�FDQ�GLVWRUW�WKH�LQWHQWLRQ�RI�

WKH�RUJDQL]DWLRQ��SROLWLFDO�SUHVVXUH�VXEVXPHV�WKLV�FRQFHUQ�E\�PRWLYDWLQJ�PHPEHU�VWDWHV�WR�XSKROG�

IXQGDPHQWDO�SLOODUV�RI�GHPRFUDF\�DQG�KXPDQ�ULJKWV�DV�D�UHPDUN�RI�DFFHSWDQFH���



���

)URP�LWV�PHWKRGV�RI�RSHUDWLQJ�XQGHU�D�YROXQWDU\�EDVLV�DQG�SURYLGLQJ�LQFHQWLYHV�IRU�

PHPEHU�VWDWHV�WR�MRLQ��WKLV�KDV�DOORZHG�WKH�RUJDQL]DWLRQ�WR�WKULYH�XQGHU�D�VRIW�SRZHU�OHQV��:LWK�

LWV�LQIOXHQFH��RWKHU�RUJDQL]DWLRQV�DQG�QDWLRQ�VWDWHV�DURXQG�WKH�ZRUOG�DUH�DEOH�WR�DGRSW�WKH�(&+5�

DV�D�UHIHUHQFH�SRLQW�IRU�LQWHUQDWLRQDO�ODZ�DQG�KXPDQ�ULJKWV��:LWK�WKH�(&+5�EHLQJ�LWV�KLJKHVW�

DFKLHYHPHQW��LW�KDV�DOORZHG�WKH�&RXQFLO�WR�GHYHORS�WKH�UHSXWDWLRQ�RI�D�³+XPDQ�5LJKWV�

:DWFKGRJ´�RYHU�WKH�\HDUV�±�D�FUHGLEOH�SRVLWLRQ�RQ�SROLWLFDO�DQG�VRFLDO�GHFLVLRQV�IURP�EHLQJ�WKH�

ROGHVW�SROLWLFDO�RUJDQL]DWLRQ�DQG�HQIRUFLQJ�D�FRQYHQWLRQ�WKDW�KDV�EHHQ�VXFFHVVIXOO\�LQWHUQDOL]HG�

ZLWKLQ�D�UHJLRQ��(YHQ�ZLWK�LWV�RZQ�WUHDWLHV�PDNLQJ�D�VWDWHPHQW�IRU�WKHPVHOYHV��D�WUDQV�UHJLRQDO�

RUJDQL]DWLRQV¶�LQWHUDFWLRQ�ZLWK�RWKHUV�FDQ�LPSDFW�ERWK�WKHLU�LGHQWLW\�DQG�UHFRJQLWLRQ�E\�

DVVRFLDWLRQ��:LWKLQ�WKH�&RXQFLO��VWDWHV�DUH�FDWHJRUL]HG�LQWR�WZR�FDWHJRULHV��PHPEHU�VWDWHV�DQG�

REVHUYHU�VWDWHV��7KHUH�DUH�FXUUHQWO\���2EVHUYHU�VWDWHV��&DQDGD��+RO\�6HH��-DSDQ��0H[LFR��DQG�WKH�

8QLWHG�6WDWHV�RI�$PHULFD��ZKR�DUH�QRQ�(XURSHDQ�QDWLRQV�WKDW�DUH�VWLOO�ZLOOLQJ�WR�FRPSO\�ZLWK�WKH�

FRQGLWLRQV�RI�WKH�(&+5��(VVHQWLDOO\��REVHUYHU�VWDWHV�DUH�HVWDEOLVKHG�DOOLDQFHV�IRU�WKH�&RXQFLO�DQG�

D�IRUPDO�HQGRUVHPHQW�IURP�WKH�LQWHUQDWLRQDO�VSHFWUXP��7KLV�VKRZV�WKDW�WKH�(&+5�FDQ�H[WHQG�

RXWVLGH�RI�WKHLU�SK\VLFDO�ERXQGDULHV��ZLWKRXW�LPSRVLQJ�WKHLU�QRUPV�GHOLEHUDWHO\��RQWR�RWKHU�

QDWLRQ�VWDWHV�RXWVLGH�RI�WKH�HXURSHDQ�UHJLRQ��7KH�LQFOXVLRQ�RI�REVHUYHU�VWDWHV�KHOSV�VWUHQJWKHQ�WKH�

&R(¶V�UHSXWDWLRQ�DPRQJ�FUHGLEOH�REVHUYHU�VWDWHV�ZKLOH�DOVR�LPSURYLQJ�LQWHUQDO�GLSORPDWLF�HIIRUWV�

DV�REVHUYHU�VWDWHV¶�LQSXW�LV�WDNHQ�LQWR�FRQVLGHUDWLRQ��

:LWKLQ�WKH�&RXQFLO�RI�(XURSH��WKHUH�LV�D�GLVWLQFW�EDODQFH�EHWZHHQ�D�FROOHFWLYH�

WUDQV�UHJLRQDO�RUJDQL]DWLRQ�LGHQWLW\�DQG�PDLQWDLQLQJ�QDWLRQDO�VRYHUHLJQW\�ZLWKLQ�PHPEHU�VWDWHV��

7KH�UHDVRQ�IRU�LWV�VXFFHVV�FDQ�EH�DWWULEXWHG�WR�WKH�QRWLRQ�WKDW�PHPEHU�VWDWHV�DUH�DEOH�WR�DFW�

LQGLYLGXDOO\�XQGHU�D�FROOHFWLYH�IUDPHZRUN�WKDW�SURPRWHV�HQJDJHPHQW�DQG�FROODERUDWLRQ��,Q�WKLV�
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FDVH��ZLWKRXW�SURSHU�HQIRUFHPHQW��WKH�&R(�SURYLGHV�D�OLWDQ\�RI�LQFHQWLYHV�IRU�PHPEHUV�WR�MRLQ��

UDQJLQJ�IURP�SUHYHQWLQJ�SROLWLFDO�LVRODWLRQLVP��DGYDQFLQJ�VPDOOHU�UHJLPHV��DQG�SDYLQJ�ZD\�IRU�

IXWXUH�PHPEHUVKLS�LQWR�RWKHU�RUJDQL]DWLRQV��0HPEHU�VWDWH¶V�LQLWLDWLYH�WR�DFW�DFFRUGLQJO\�DQG�

GHOLEHUDWHO\�ZLWKLQ�WKH�&RXQFLO��KDV�HVWDEOLVKHG�WKH�FUHGLELOLW\�RI�WKH�RUJDQL]DWLRQ�DV�D�ZKROH��

SDUWLFXODUO\�ZLWK�REVHUYHU�VWDWH�DOOLDQFHV��7KH�IDFW�WKDW�PHPEHU�VWDWHV�FDQ�DFW�RQ�WKHLU�RZQ�DFFRUG�

LQ�IROORZLQJ�WKH�RUJDQL]DWLRQ¶V�UHVROXWLRQV�KHOSV�JLYH�FUHGHQFH�WR�WKH�DXWKRULW\�RI�WKH�&RXQFLO��

:KLOH�HYHU\�RUJDQL]DWLRQ�SRVVHVVHV�LQWHUQDO�IODZV��WKH�&R(¶V�LQIOXHQFH�LV�D�PDMRU�DGYDQFHPHQW�

ZLWKLQ�LQWHUQDWLRQDO�KXPDQ�ULJKWV��5DWKHU�WKDQ�FRHUFLQJ�QDWLRQ�VWDWHV�ZLWKLQ�DQG�RXWVLGH�WKH�

RUJDQL]DWLRQ�WR�XSKROG�WKH�&RXQFLO¶V�EHOLHIV��LW�IRFXVHV�PDLQO\�RQ�LWV�LQWHUQDO�VWUXFWXUH��:KHQ�WKH�

IRXQGDWLRQ�RI�WKH�RUJDQL]DWLRQ�LV�FRQFHQWUDWHG�ZLWKLQ�WKH�UHJLRQ�ZLWKRXW�ORRNLQJ�WR�H[SDQG��LW�

DOORZV�D�FHQWUDOL]HG�HPSKDVLV�RQ�LQWHUQDO�VWDELOLW\�DQG�VWUHQJWK�WKDW�HYHQWXDOO\�H[WHQGV�WR�RWKHU�

UHJLRQV��7KURXJK�WKH�FUHDWLRQ�RI�WKH�(&+5��WKH�&RXQFLO¶V�DELOLW\�WR�SURMHFW�QRUPV�RQWR�WKH�

UHJLRQ�KDV�H[SRQHQWLDOO\�LQFUHDVHG�LQ�ZKLFK�WKH�RUJDQL]DWLRQ�HVWDEOLVKHV�LQIOXHQFH��QRW�SRZHU��

ZLWKLQ�WKH�LQWHUQDWLRQDO�VSHFWUXP��7KLV�PRGH�RI�SDVVLYH�LQIOXHQFH�LV�URRWHG�ZLWKLQ�D�FUHGLEOH�DQG�

DXWKHQWLF�RUJDQL]DWLRQ��VXFK�DV�WKH�&R(��ZKR�FRQWLQXH�WR�SUHVHUYH�LWV�RULJLQDO�JRDOV�DQG�LQWHQW���

� �
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&RPPRQZHDOWK�RI�,QGHSHQGHQW�6WDWHV�

7KH�&RPPRQZHDOWK�RI�,QGHSHQGHQW�6WDWHV��&,6��KDV��LQ�PDQ\�UHVSHFWV��VKHG�OLJKW�RQ�

H[DPSOHV�RI�KRZ�DQ�LQWHUQDWLRQDO�RUJDQL]DWLRQ�VKRXOG�QRW�EH�UXQ��7KLV�LV�EHFDXVH�LW�KDV�IDLOHG�WR�

VXFFHVVIXOO\�LPSOHPHQW�WKUHH�NH\�WKHPHV�FULWLFDO�IRU�RUJDQL]DWLRQDO�VXFFHVV��7KHVH�WKUHH�WKHPHV�

DUH��LQWUD�RUJDQL]DWLRQDO�GLDORJXH�DQG�FROODERUDWLRQ��HFRQRPLF�GLDORJXH�DQG�LQWHJUDWLRQ��DQG�

UHVSHFW�IRU�PHPEHU�VWDWH�VRYHUHLJQW\��7KH�ODFN�RI�WKHVH�VWDQGDUGV�LV�HYLGHQW�ZLWKLQ�WKH�&,6��)LUVW��

WKHUH�LV�OLWWOH�HQWKXVLDVP�QRU�FROODERUDWLRQ�EHWZHHQ�LWV�PHPEHU�VWDWHV��6HFRQG��WKH�RUJDQL]DWLRQ�

KDV�KDG�VXESDU�HFRQRPLF�VXFFHVV�DQG�KDV�KDG�GLIILFXOW\�HFRQRPLFDOO\�LQWHJUDWLQJ�LWV�PHPEHU�

VWDWHV��7KLUG��WKH�SUHVHQFH�RI�D�GRPLQDQW��KHJHPRQLF�SRZHU��ZKLFK�KDV�LQIULQJHG�XSRQ�WKH�

QDWLRQDO�VRYHUHLJQW\�RI�LWV�IHOORZ�PHPEHU�VWDWHV��FUHDWHV�GLIILFXOW\�LQ�IXUWKHU�IRUJLQJ�LWV�

LQWUD�RUJDQL]DWLRQDO�UHODWLRQV��7KLV�VHFWLRQ�ZLOO�DQDO\]H�WKH�&,6��KRZ�LW�KDV�ODFNHG�WKHVH�WKHPHV�

WKURXJKRXW�LWV�RUJDQL]DWLRQDO�KLVWRU\��DQG�KRZ�OHDUQLQJ�IURP�WKHVH�PLVWDNHV�FDQ�KHOS�VWUHQJWKHQ�

$6($1�DV�DQ�RUJDQL]DWLRQ��

7KH�&,6�ZDV�IRUPHG�RQ�'HFHPEHU����������,QLWLDOO\�VLJQHG�E\�5XVVLD�DQG�WKH�QHZO\�

LQGHSHQGHQW�UHSXEOLFV�RI�8NUDLQH�DQG�%HODUXV��WKH�RUJDQL]DWLRQ�WRGD\�LQFOXGHV�5XVVLD��%HODUXV��

0ROGRYD��$UPHQLD��$]HUEDLMDQ��.D]DNKVWDQ��7DMLNLVWDQ��.\UJ\]VWDQ��DQG�8]EHNLVWDQ��*HRUJLD�

DQG�8NUDLQH�ZHUH�IRUPHUO\�PHPEHUV�RI�WKH�RUJDQL]DWLRQ��EXW�OHIW�LQ������DQG������UHVSHFWLYHO\�

IROORZLQJ�WHQVLRQV�ZLWK�5XVVLD��7KH�LQWHQWLRQV�EHKLQG�WKH�IRUPDWLRQ�RI�WKH�RUJDQL]DWLRQ�ZHUH�³WR�

PDQDJH�WKH�6RYLHW�EUHDNXS�DQG�SUHVHUYH�PDQ\�RI�WKH�SUH�H[LVWLQJ�HFRQRPLF��SROLWLFDO��DQG�

PLOLWDU\�WLHV�DPRQJ�WKH�6RYLHW�UHSXEOLFV´��.H\OHU��������7KH�RUJDQL]DWLRQ�ZDV�DQ�DGMXVWPHQW�WR�

WKH�FKDQJLQJ�JHRSROLWLFDO�FOLPDWH�IROORZLQJ�WKH�6RYLHW�EUHDNXS��DQG�D�ZD\�IRU�0RVFRZ�WR�
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PDLQWDLQ�D�JULS�RQ�LWV�VHFXULW\�DQG�JHRSROLWLFDO�LQWHUHVWV�LQ�LWV�IRUPHU�VWDWHV��,Q�LWV�SLORW�\HDU��WKH�

&,6�FRQFHLYHG�D�EURDG�UDQJH�RI�LQWHUJRYHUQPHQWDO�LQVWLWXWLRQV�VXFK�DV�WKH�&RXQFLO�RI�WKH�+HDGV�

RI�6WDWH��WKH�,QWHU�3DUOLDPHQWDU\�$VVHPEO\��DQG�WKH�&,6�(FRQRPLF�&RXUW��ZKLFK�DOORZHG�IRU�WKH�

HQGRUVHPHQW�RI�RYHU�����UHVROXWLRQV�DQG�DFFRUGV�WR�FODULI\�LWV�PLVVLRQ��.H\OHU��������7KH�&,6�

FKDUWHU�ZDV�UDWLILHG�LQ�0LQVN��%HODUXV�RQ�-DQXDU\�����������DQG�LQWHQGHG�WKH�RUJDQL]DWLRQ�WR�

IRVWHU�WKH�³IXUWKHU�GHYHORSPHQW�DQG�VWUHQJWKHQLQJ�RI�WKH�UHODWLRQV�RI�IULHQGVKLS��JRRG�

QHLJKERUOLQHVV��LQWHU�HWKQLF�DFFRUG��WUXVW��PXWXDO�XQGHUVWDQGLQJ�DQG�PXWXDOO\�DGYDQWDJHRXV�

FRRSHUDWLRQ�DPRQJ�WKH�PHPEHU�VWDWHV�´�ZLWK�D�UHPLW�WKDW�LQFOXGHG��³FRRSHUDWLRQ�LQ�HFRQRPLFV��

VHFXULW\��WKH�HQYLURQPHQW��KXPDQ�ULJKWV��VRFLDO�DQG�FXOWXUDO�GHYHORSPHQW��DQG�ZRUN�WRZDUGV�WKH�

µVSLULWXDO�XQLW\¶�RI�WKH�SHRSOHV�RI�WKH�PHPEHU�VWDWHV´��&,6�&KDUWHU��������:KLOH�WKH�&,6�FKDUWHU�

ZDV�VFULEHG�ZLWK�SURGXFWLYH�YDOXHV�DQG�JRDOV��LVVXHV�VXUURXQGLQJ�WKH�SDXFLW\�RI�WKH�ILUVW�WKHPH��

LQWUD�UHJLRQDO�GLDORJXH�DQG�FROODERUDWLRQ��ZHUH�LPPHGLDWHO\�KLJKOLJKWHG�XSRQ�LWV�UDWLILFDWLRQ���

(QWKXVLDVP�DQG�PRUDOH�VXUURXQGLQJ�WKH�RUJDQL]DWLRQ¶V�LQFHSWLRQ�ZHUH�DOUHDG\�ORZ�

EHFDXVH�RI�WKH�XQVWDEOH�SROLWLFDO�FOLPDWH�RI�WKH�UHJLRQ��DQG�WKH�0RVFRZ�FHQWHUHG�SUH�H[LVWLQJ�

VRFLR�SROLWLFDO�QRUPV�RI�WKH�6RYLHW�8QLRQ�ZRXOG�SURYH�WR�PDNH�SURJUHVVLYH�RUJDQL]DWLRQDO�

GLDORJXH�DQG�FROODERUDWLRQ�DUGXRXV��7KH�ODFN�RI�D�FOHDU�UHJLPH�LQ�PDQ\�RI�WKH�QHZO\�IRUPHG�

SRVW�6RYLHW�UHSXEOLFV�DOVR�JHQHUDWHG�UDPSDQW�GLVRUJDQL]DWLRQ�WKURXJKRXW�WKH�UDWLILFDWLRQ�SURFHVV��

FDXVLQJ�VRPH�VWDWHV�WR�WDNH�\HDUV�WR�RIILFLDOO\�MRLQ�WKH�RUJDQL]DWLRQ��*HRUJLD��IRU�LQVWDQFH�GLG�QRW�

RIILFLDOO\�MRLQ�WKH�&,6�XQWLO�������0ROGRYD�GHFOLQHG�WR�UDWLI\�LWV�&,6�PHPEHUVKLS�XQWLO�������DQG�

$]HUEDLMDQ�UHPRYHG�LWVHOI�IURP�WKH�RUJDQL]DWLRQ�LQ�������RQO\�WR�UHMRLQ�LQ������IROORZLQJ�D�FRXS�

WKDW�RYHUWKUHZ�LWV�SUHYLRXV�JRYHUQPHQW��.XELFHN��������7KH�ODFN�RI�FRKHUHQFH�GXULQJ�WKH�&,6¶�

IRXQGLQJ�OHG�WR�WKH�IDLOXUH�RI�PDQ\�DFFRUGV�LQLWLDOO\�SURSRVHG�E\�WKH�&,6��VXFK�DV�D�MRLQW�PLOLWDU\�
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FRPPDQG�EDVHG�LQ�0RVFRZ��WKH�DOORZDQFH�RI�HDFK�PHPEHU�VWDWH�WR�PDLQWDLQ�LWV�RZQ�QXFOHDU�

ZHDSRQV��WKH�LPSOHPHQWDWLRQ�RI�GHPRFUDWLF��QHROLEHUDO�SROLWLFDO�V\VWHPV��DQG�WKH�HVWDEOLVKPHQW�

RI�PDUNHW�VWUDWHJLHV�DQG�SULYDWL]DWLRQ�RI�VWDWH�HFRQRPLHV��,Q�SODFH��WKH�&,6�FRQWLQXHG�WR�SDVV�

QXPHURXV�UHVROXWLRQV�ZLWK�WKH�JRDO�RI�SURMHFWLQJ�QRUPV��\HW�IDLOHG�WR�FROODERUDWH�RQ�

LQWUD�RUJDQL]DWLRQDO�SURMHFWV�DQG�DFFRUGV�WR�IXUWKHU�GHYHORS�WKH�RUJDQL]DWLRQ��.XELFHN��������

:LWKLQ�WKH�&,6��VWDWH�FRRSHUDWLRQ�LV�SUDFWLFHG�WKURXJK�³FRQVHQVXV�RI�LQWHUHVWHG�SDUWLHV´�

�&,6�&KDUWHU��������$�PHPEHU�VWDWH�GRHV�QRW�KDYH�WR�FRPSO\�ZLWK�RU�UDWLI\�DQ�DJUHHPHQW�RU�

DFFRUG�LI�WKH\�GR�QRW�ZLVK�WR�GR�VR��DOORZLQJ�VWDWHV�WR�RQO\�UDWLI\�DJUHHPHQWV�WKDW�EHQHILW�WKHP�RU�

VXLW�WKHLU�QHHGV��7KLV�KDV�DOVR�FDXVHG�D�GLYHUJHQFH�LQ�WKRXJKW�VXUURXQGLQJ�KRZ�PHPEHU�VWDWHV�

YLHZ�WKH�RUJDQL]DWLRQ�DQG�WKH�OHJLWLPDF\�RI�LWV�SRZHU��.XELFHN��������)RU�H[DPSOH��8NUDLQH�ZDV�

DEOH�WR�DGG�LWV�RZQ�UHVHUYDWLRQV�RQ�DJUHHPHQWV�DQG�DFFRUGV�LQYROYLQJ�IUHHGRP�RI�PRYHPHQW��

FROOHFWLYH�GHIHQVH��DQG�IRUHLJQ�SROLF\��$V�&DUPHQ�$PHOLD�DQG�*D\RVR�'HVFDO]L�RI�WKH�/RQGRQ�

6FKRRO�RI�(FRQRPLFV�VWDWH��LQVWHDG�RI�PDLQWDLQLQJ�D�SODWIRUP�IRU�WKH�IXUWKHU�GHYHORSPHQW�WKH�

RUJDQL]DWLRQ�LQ�HTXDO�FRPSOLDQFH��WKH�FRXQWULHV�RI�WKH�&,6�³VKDUH�D�µFRPPRQ�FRQGLWLRQ¶�LQ�WKDW�

WKH�&,6�UHJLRQ�LV�GHILQHG�E\�D�KHJHPRQLF�V\VWHP�RI�SRZHU�DURXQG�5XVVLD��:LWKLQ�WKLV�V\VWHP��

VXE�JURXSV�H[LVW�WKDW�H[KLELW�GLIIHUHQW�UHODWLRQVKLS�W\SHV�ZLWK�5XVVLD��&RXQWULHV�WKDW�FRQVHQW�WR�

VRPH�IRUP�RI�KLHUDUFK\�DURXQG�5XVVLD�IRUP�D�UHODWLYHO\�WLJKW�JURXS��ZKLOVW�WKRVH�WKDW�GLVVHQW�

HQJDJH�LQ�UHODWLYHO\�DQDUFKLFDO�UHODWLRQV�ZLWK�0RVFRZ´��$PHOLD�HW�DO���������'LDORJXH�DQG�

FROODERUDWLRQ�ZLWKLQ�WKH�&,6�DUH�XQGHUWDNHQ�E\�0RVFRZ�DQG�LWV�VXSSRUWHUV�UDWKHU�WKDQ�WKH�

RUJDQL]DWLRQ�DV�D�ZKROH��)RU�WKLV�UHDVRQ��WKH�³DEVHQFH�RI�DQ�RUJDQL]DWLRQDO�OHJDO�PHFKDQLVP�IRU�

LPSOHPHQWLQJ�LQWHUVWDWH�GHFLVLRQV´��5DNKPDWXOLQD��LV�OLVWHG�E\�WKH�81�DV�WKH�SULPDU\�SUREOHP�

WKH�&,6�IDFHV�LQ�GHDOLQJ�ZLWK�RUJDQL]DWLRQDO�GHILFLHQFLHV��
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3RRU�HFRQRPLF�GLDORJXH��DV�ZHOO�DV�ORZ�OHYHOV�RI�HFRQRPLF�LQWHJUDWLRQ�DQG�VXFFHVV�DOVR�

VWHP�IURP�WKH�LVVXH�RI�5XVVLD�KHJHPRQLFDOO\�GRPLQDWLQJ�WKH�&,6��DQG�WKH�RUJDQL]DWLRQ¶V�

HFRQRPLF�ZRHV�IXUWKHU�SRUWUD\�WKH�ODFN�RI�FRKHVLYHQHVV�EHWZHHQ�LWV�PHPEHU�VWDWHV��)URP�WKH�

VKDN\�FRQFHSWLRQ�RI�WKH�RUJDQL]DWLRQ�XQWLO�������DOO�LQWUD�&,6�WUDGH�GURSSHG�E\�D�VKRFNLQJ������

DQG�WKH�WRWDO�&,6�WUDGH�RXWSXW�LQ������ZDV�RQH�WKLUG�ORZHU�WKDQ�LQ�������+RZHYHU��&,6�WUDGH�WR�

FRXQWULHV�RXWVLGH�RI�WKH�RUJDQL]DWLRQ�GRXEOHG�ZLWKLQ�WKLV�VDPH�WLPH�IUDPH��7KH�WZR�PRVW�

SURPLQHQW�UHDVRQV�EHKLQG�WKLV�VKLIW�ZHUH�WKH�5XVVLDQ�)LQDQFLDO�&ULVLV�RI�������DQG�5XVVLD¶V�

PDMRU�PDUNGRZQ�RQ�RLO�SULFHV�IROORZLQJ�WKH�FULVLV��(OERUJK�:R\WHN��������7KH�)LQDQFLDO�&ULVLV��

VSDUNHG�LQ�SDUW�E\�WKH�5XVVLDQ�PLOLWDU\¶V�DWWHPSW�WR�FUDFN�GRZQ�RQ�WKH�&KHFKQ\DQ�LQVXUJHQF\��

FDXVHG�WKH�UXEOH�WR�EH�FRPSOHWHO\�GHYDOXHG��WKXV�GHVWUR\LQJ�WKH�HFRQRPLHV�RI�PDQ\�SRRUHU�DQG�

OHVV�GHYHORSHG�&,6�VWDWHV��7R�EXLOG�LWV�HFRQRP\�XS�IURP�UXLQV��5XVVLD�PDUNHG�GRZQ�LWV�FUXGH�RLO�

SULFHV�VLJQLILFDQWO\��7KLV�DOORZHG�5XVVLD�WR�SXOO�LWV�HFRQRP\�RXW�RI�WXUPRLO�DQG�LQFUHDVH�LWV�WUDGH�

RXWSXW�WR�QRQ�&,6�VWDWHV��5XVVLD�QRZ�PDNHV�XS�����RI�WKH�WRWDO�WUDGH�RXWSXW�IRU�WKH�RUJDQL]DWLRQ��

DQG�WR�D�PHPEHU�VWDWH�VXFK�DV�$UPHQLD��H[SRUWV�����PRUH�WKDQ�LW�LPSRUWV�IURP�WKHP��6PDOOHU�

&,6�VWDWHV��RQ�WKH�FRQWUDU\��ZKLFK�GLG�QRW�KDYH�WKH�UHVRXUFHV�RU�KXPDQ�FDSLWDO�WR�JURZ�RXW�RI�WKH�

ILQDQFLDO�FULVLV��ZHUH�OHIW�ZLWK�HFRQRPLF�GHYDVWDWLRQ��1DWLRQV�VXFK�DV�0ROGRYD��*HRUJLD��DQG�

$UPHQLD�QHYHU�WUXO\�UHFRYHUHG��(OERUJK�:R\WHN��������

3ULRU�WR�������WUDGH�EHWZHHQ�WKH�PHPEHU�VWDWHV�RI�WKH�&,6�ZDV�QHJRWLDWHG�WKURXJK�D�

PXOWLWXGH�RI�ELODWHUDO�DQG�PXOWLODWHUDO�WUDGH�DJUHHPHQWV��,Q�RUGHU�WR�IXUWKHU�WKH�HFRQRPLF�

LQWHJUDWLRQ�DQG�FROODERUDWLRQ�ZLWKLQ�WKH�RUJDQL]DWLRQ��WKH�&,6�HVWDEOLVKHG�D�IRUPDO�IUHH�WUDGH�DUHD�

LQ�������UHPRYLQJ�DOO�FXVWRPV�DQG�WDULII�EDUULHUV��+RZHYHU��WKLV�&,6�)UHH�7UDGH�$UHD�KDV�

EHFRPH�D�SHUIHFW�UHSUHVHQWDWLRQ�RI�WKH�RUJDQL]DWLRQ¶V�ODFN�RI�FROODERUDWLRQ��HFRQRPLF�VXFFHVV��
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DQG�UHVSHFW�IRU�VRYHUHLJQW\��7R�EHJLQ��WKH�WUHDW\�GHVLJQDWLQJ�WKH�IUHH�WUDGH�DUHD�ZDV�LQLWLDOO\�RQO\�

VLJQHG�XSRQ�E\�WKUHH�PHPEHUV��5XVVLD��%HODUXV��DQG�8NUDLQH��$]HUEDLMDQ�KDV�VWLOO�QRW�UDWLILHG�WKH�

WUHDW\�WR�WKLV�GD\��7KHUH�DUH�VWLOO�IRUPDO�QRQ�WUDGH�EDUULHUV�SUHYHQWLQJ�IUHH�LQWUD�RUJDQL]DWLRQDO�

WUDGH�ZLWKLQ�WKH�&,6�VXFK�DV�SULFH�DQG�TXDQWLW\�FRQWURO�PHDVXUHV�DQG�FRQWURO�UHJXODWLRQV��

KRZHYHU��WKH�³DYDLODELOLW\�RI�GDWDEDVHV�DQG�HPSLULFDO�VWXGLHV�SURYLGLQJ�TXDQWLWDWLYH�HVWLPDWLRQV�

RI�17%V�DQG�WKHLU�LPSDFW�RQ�WUDGH�DQG�HFRQRPLF�GHYHORSPHQW�LQ�WKH�&,6�FRXQWULHV�LV�YHU\�

OLPLWHG´��7DUDQ��������5DWKHU�WKDQ�KDYLQJ�IRUPDO�WUDGH�EDUULHUV�EDUUH�LQWUDUHJLRQDO�WUDGH�DQG�

LQWHJUDWLRQ��PRVW�WUDGH�EDUULHUV�ZLWKLQ�WKH�&,6�DUH�³FKDUDFWHUL]HG�E\�D�ZLGH�SUHVHQFH�RI�LQIRUPDO�

EDUULHUV��LQFOXGLQJ�FRUUXSWLRQ��SRRU�ODZ�HQIRUFHPHQW�DQG�LOOHJDO�SUDFWLFHV��DV�ZHOO�DV�LQVWLWXWLRQDO�

ZHDNQHVVHV��XQGHUGHYHORSHG�LQIUDVWUXFWXUH´��7DUDQ��������2Q�-DQXDU\����������8NUDLQH�DSSOLHG�

WR�EHFRPH�SDUW�RI�WKH�(XURSHDQ�8QLRQ¶V��'HHS�DQG�&RPSUHKHQVLYH�)UHH�7UDGH�$UHD��'&)7$���D�

IUHH�WUDGH�DUHD�ZKLFK�LQWHJUDWHV�QRQ�(8�PHPEHU�VWDWHV�LQWR�WKH�ODUJHU�(XURSHDQ�PDUNHW��/HDGLQJ�

XS�WR�WKLV�DSSOLFDWLRQ��5XVVLD�VLJQHG�D�GHFUHH�VXVSHQGLQJ�8NUDLQH�IURP�WKH�&,6¶�)UHH�7UDGH�$UHD�

LQ�'HFHPEHU�RI�������WR�ZKLFK�8NUDLQH�SODFHG�WUDGH�UHVWULFWLRQV�RQ�5XVVLD��&XUUHQWO\��WKHUH�DUH�

WKUHH�SUHVHQW�DQG�IRUPHU�&,6�PHPEHU�VWDWHV�WKDW�DUH�D�SDUW�RI�'&)7$��8NUDLQH��0ROGRYD��DQG�

*HRUJLD��6DGRZVNL�HW�DO���������,QWHUHVWLQJO\��WKHVH�DUH�WKH�WKUHH�QDWLRQV�ZKLFK�5XVVLD�KDV�

VXSSRUWHG�VHSDUDWLRQLVW�PRYHPHQWV�ZLWKLQ��

0HPEHU�VWDWH�VRYHUHLJQW\�LV�SHUKDSV�WKH�PRVW�FRPSHOOLQJ�WKHPH�DQDO\]HG�LQ�WKLV�VHFWLRQ�

GXH�WR�WKH�DPRXQW�LQ�ZKLFK�LW�KDV�EHHQ�GLVUHVSHFWHG�ZLWKLQ�WKH�&,6��DQG�0RVFRZ�LQ�SDUWLFXODU��

7KH�&,6�&KDUWHU�FKDPSLRQHG�SURWHFWLQJ�PHPEHU�VWDWHV¶�VHFXULW\��\HW�PDQ\�RI�WKH�VHFXULW\�WKUHDWV�

HQGDQJHULQJ�WKH�RUJDQL]DWLRQ�FDPH�IURP�ZLWKLQ�RU�EHWZHHQ�WKH�PHPEHU�VWDWHV��DQG�LQ�PRVW�FDVHV��

IURP�FRQIOLFWV�LQYROYLQJ�5XVVLD��)RU�H[DPSOH��WKH�5XVVLDQ�JRYHUQPHQW�VXSSRUWHG�WKH�6RXWK�
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2VVHWLDQ�VHSDUDWLRQLVW�PRYHPHQW�LQ�*HRUJLD�DOPRVW�LPPHGLDWHO\�DIWHU�WKH�IRUPDWLRQ�RI�DQ�

LQGHSHQGHQW�*HRUJLDQ�VWDWH�LQ�������VXSSO\LQJ�WKH�UHEHO�IRUFHV�ILQDQFLDOO\�DQG�PLOLWDULO\��)RU�

QHDUO\�WZR�GHFDGHV��5XVVLD�ZRXOG�FRPSOHWHO\�IXQG�D�UHEHO�JRYHUQPHQW�WKDW�ZDV�DOPRVW�

XQLYHUVDOO\�XQUHFRJQL]HG��,Q�$XJXVW�RI�������*HRUJLDQ�IRUFHV�PRYHG�LQWR�7VNKLQYDOL��WKH�6RXWK�

2VVHWLDQ�FDSLWDO��LQ�DQ�DWWHPSW�WR�UHFODLP�LWV�WHUULWRU\��$�VHULHV�RI�FURVV�ERUGHU�EDWWOHV�KHLJKWHQHG�

ZLWK�D�5XVVLDQ�PLOLWDU\�LQYDVLRQ�RI�WKH�UHJLRQ��NLOOLQJ�VHYHUDO�KXQGUHG�SHRSOH�DQG�GLVSODFLQJ�

WKRXVDQGV�RI�*HRUJLDQV�LQ�DQ�³HWKQLF�FOHDQVLQJ�RI�6RXWK�2VVHWLD¶V�*HRUJLDQ�SRSXODWLRQ´�

�'HP\WULH��������*HRUJLD�LPPHGLDWHO\�ZLWKGUHZ�IURP�WKH�&,6�IROORZLQJ�WKH�HYHQWV��

5XVVLD�QRZ�IXOO\�IXQGV�DQG�FRQWUROV�DOO�6RXWK�2VVHWLDQ�JRYHUQPHQWDO�DQG�PLOLWDU\�PDWWHUV��KDV�

JLYHQ�5XVVLDQ�FLWL]HQVKLS�DQG�LVVXHG�D�5XVVLDQ�SDVVSRUW�WR�HDFK�FLWL]HQ��DQG�KDV�VHW�XS�VHYHUDO�

PLOLWDU\�EDVHV�WR�PRQLWRU�WKH�UHJLRQ��5XVVLD�KDV�DOVR�FRQVWUXFWHG�SHUPDQHQW�IHQFLQJ�VXUURXQGLQJ�

WKH�UHJLRQ��DQG�SURKLELWV�WKH�FURVVLQJ�LQWR�6RXWK�2VVHWLD�E\�*HRUJLDQ�FLWL]HQV��7KHVH�DFWLRQV�

KDYH�VHSDUDWHG�WKH�IULHQGV��IDPLO\��DQG�SURSHUW\�RI�*HRUJLDQV�OLYLQJ�LQ�WKH�UHJLRQ��DQG�KDYH�

LQIULQJHG�XSRQ�WKHLU�DXWRQRP\�DV�ZHOO�DV�WKH�VWDWH¶V��*RU\DVKNR��������0RUHRYHU��5XVVLD�KDV�

VXSSRUWHG�VHYHUDO�RWKHU�VLPLODU�VHSDUDWLRQLVW�PRYHPHQWV�DQG�DQQH[HG�VRYHUHLJQ�WHUULWRU\�LQ�WKH�

*HRUJLDQ�UHJLRQ�RI�$ENKD]LD��WKH�0ROGRYDQ�UHJLRQ�RI�7UDQVQLVWULD��DQG�WKH�&ULPHDQ�3HQLQVXOD�LQ�

8NUDLQH��7KH�5XVVLDQ�DQQH[DWLRQ�RI�WKH�&ULPHDQ�3HQLQVXOD��DV�ZHOO�DV�5XVVLDQ�DJUHVVLRQV�LQ�

HDVWHUQ�8NUDLQH�DQG�LQWUIHUHQFHV�ZLWKLQ�WKH�FHQWUDO�JRYHUQPHQW��VSDUNHG�8NUDLQH�WR�RIILFLDOO\�

OHDYH�WKH�&,6�LQ�������:DOOHU��������

$VLGH�IURP�VHSDUDWLRQLVW�JRYHUQPHQW�VXSSRUW�DQG�WHUULWRULDO�DQQH[DWLRQ��5XVVLD�KDV�WDNHQ�

VHYHUDO�RWKHU�PHDVXUHV�PLOLWDULO\�WR�LQIULQJH�XSRQ�&,6�PHPEHU�VWDWH�VRYHUHLJQW\��)ROORZLQJ�WKH�

IDLOXUH�WR�GHYHORS�D�MRLQW�PLOLWDU\�FRPPDQG�IRU�WKH�RUJDQL]DWLRQ�LQ�������5XVVLDQ�PLOLWDU\�WRRN�
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IXOO�RZQHUVKLS�RI�HDFK�QXFOHDU�ZHDSRQ�HDFK�&,6�PHPEHU�KDG�LQKHULWHG�IROORZLQJ�WKH�FROODSVH�RI�

WKH�6RYLHW�8QLRQ��5XVVLD�DOVR�KDV�SUHVVXUHG�8NUDLQH�WR�UHOHJDWH�WKH�HQWLUHW\�RI�WKH�%ODFN�6HD�

1DYDO�)OHHW�WR�5XVVLDQ�PLOLWDU\�IRUFHV�IROORZLQJ�WKH�DQQH[DWLRQ�RI�WKH�&ULPHDQ�3HQLQVXOD��7KLV�

KDV�FDXVHG�&,6�VWDWHV�WR�VXVSLFLRXVO\�FDXWLRQ�5XVVLDQ�µSHDFHNHHSLQJ�HIIRUWV�¶�ZLWKLQ�WKH�

RUJDQL]DWLRQ��DQG�PDGH�WKHP�ZDU\�DERXW�IRUPLQJ�D�PLOLWDU\�FRDOLWLRQ�WKDW�ZRXOG�EH�GRPLQDWHG�

E\�5XVVLD�GXH�WR�LWV�VXSHULRU�SROLWLFDO�DQG�HFRQRPLF�SUHYDOHQFH��.XELFHN��������,Q�UHVSRQVH��

5XVVLD�KDV�VWDWHG�WKDW�LW�YLHZV�WKH�&,6�UHJLRQ�DV�LWV�µVSKHUH�RI�LQIOXHQFH�´�DQG�WKDW�WKH\�KDYH�³WKH�

ULJKW�WR�LQWHUYHQH�LQ�&,6�VWDWHV�WR�SURWHFW�WKH�ULJKWV�RI�HWKQLF�5XVVLDQV´��.XELFHN���������

7KH�SULPDU\�OHVVRQ�WKDW�$6($1�FDQ�WDNH�IURP�WKH�&,6�LQ�GHYHORSLQJ�D�VHQVH�RI�UHJLRQDO�

LGHQWLW\�ZKLOH�VWLOO�PDLQWDLQLQJ�HDFK�PHPEHU¶V�QDWLRQDO�VRYHUHLJQW\�LV�FOHDU��GR�QRW�OHW�D�VLQJOH�

FRXQWU\�EH�WKH�GRPLQHHULQJ�SRZHU�EHKLQG�WKH�RUJDQL]DWLRQ��:LWKLQ�$6($1¶V�PHPEHU�VWDWHV��

ZKLOH�HDFK�QDWLRQ�GRHV�YDU\�LQ�*'3��RYHUDOO�LQGXVWULDO�GHYHORSPHQW��DQG�WRWDO�H[SRUWV��QR�RQH�

FRXQWU\�WUXO\�FRPPDQGV�WKH�KHOPV�RI�WKH�RUJDQL]DWLRQ��2QH�FRXOG�DUJXH�6LQJDSRUH��ZKLFK�KDV�

WKH�KLJKHVW�*'3�SHU�FDSLWD�RI�WKH�$6($1�QDWLRQV�E\�D�KXJH�PDUJLQ�DW��������86'��LV�WKH�

GRPLQHHULQJ�ILQDQFLDO�SRZHU��2QH�FRXOG�DUJXH�WKH�VDPH�IRU�,QGRQHVLD��ZKLFK�PDLQWDLQV�

$6($1¶V�6HFUHWDULDW�LQ�LWV�FDSLWDO�FLW\�RI�-DNDUWD��DV�ZHOO�DV�WKH�RUJDQL]DWLRQ¶V�ODUJHVW�

SRSXODWLRQ��PLOLWDU\��DQG�RYHUDOO�*'3��+RZHYHU��QHLWKHU�VWDWH�KDV�HQDFWHG�LWV�ZLOO�RQ�WKH�

VRYHUHLJQW\�RI�DQRWKHU��QRU�FRQWUROV�WKH�SROLWLFDO�DJHQGD�RI�WKH�RUJDQL]DWLRQ��6DVLSRUQNDUQ��������

&KLQD��ZKLOH�QRW�DQ�$6($1�PHPEHU��KDV�WDNHQ�DQG�FRQWLQXHV�WR�WDNH�PHDVXUHV�WKDW�

LQIULQJH�XSRQ�WKH�VWDWH�VRYHUHLJQW\�RI�VHYHUDO�$6($1�QDWLRQV�LQ�WKH�VDPH�OLJKW�WKDW�5XVVLD�KDV�

LQIULQJHG�XSRQ�WKH�VRYHUHLJQW\�RI�PDQ\�&,6�QDWLRQV��,Q�������WKH�&KLQHVH�PLOLWDU\�VHL]HG�WKH�

3DUDFHO�,VODQGV�IURP�9LHWQDP��NLOOLQJ�DSSUR[LPDWHO\����9LHWQDPHVH�WURRSV�LQ�WKH�SURFHVV��,Q�
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������WKH�WZR�QDWLRQV�FRQIOLFWHG�DJDLQ�RYHU�WKH�6SUDWO\�,VODQGV��ZLWK�9LHWQDP�ORVLQJ�DQ�

DGGLWLRQDO����WURRSV�DV�ZHOO�DV�WKH�LVODQGV¶�SRVVHVVLRQ��6LQFH�WKHQ��&KLQD�KDV�FRQVWUXFWHG�

QXPHURXV�QDYDO�EDVHV�RQ�WKH�DUFKLSHODJR�LQ�RUGHU�WR�HQVXUH�LWV�OHJLWLPDF\��DQG�FODLPV�DXWRQRP\�

WR�WHUULWRULDO�ZDWHUV�RI�WKUHH�RWKHU�$6($1�QDWLRQV��0DOD\VLD��%UXQHL��DQG�WKH�3KLOLSSLQHV��7KLV�

GLVUXSWV�HVVHQWLDO�PDULWLPH�WUDGH�URXWHV�IRU�WKH�RUJDQL]DWLRQ��DQG�MHRSDUGL]HV�UHVRXUFHIXO�ILVKLQJ�

ZDWHUV�DV�ZHOO�DV�RLO�DQG�QDWXUDO�JDV�UHVHUYHV��,Q�������D�VHYHUH�PDULWLPH�VWDQGRII�HQVXHG�

EHWZHHQ�&KLQD�DQG�WKH�3KLOLSSLQHV�ZKHQ�&KLQHVH�ILVKLQJ�YHVVHOV�ZHUH�LOOHJDOO\�VSRWWHG�LQ�WKH�

ZDWHUV�RII�RI�6FDUERURXJK�6KRDO��DQ�DWROO�ZKLFK�ERWK�QDWLRQV�ODLG�FODLP�WR��7KH�)LOLSLQR�QDY\�

DWWHPSWHG�WR�DUUHVW�WKH�ILVKHUPDQ��\HW�ZHUH�EORFNHG�E\�&KLQHVH�PDULQH�VXUYHLOODQFH�YHVVHOV��

&KLQD�DQG�WKH�3KLOLSSLQHV�HYHQWXDOO\�DJUHHG�WR�GHPLOLWDUL]H�WKH�LVODQG�XQWLO�D�SURSHU�GHDO�RI�LWV�

RZQHUVKLS�FRXOG�EH�UHDFKHG��:KLOH�WKH�)LOLSLQR�QDY\�DEDQGRQHG�WKH�LVODQG��WKH�&KLQHVH�QDY\�

VWD\HG�SXW��FRQVWUXFWHG�EORFNDGHV�VXUURXQGLQJ�LW��DQG�IRUEDGH�QRQ�&KLQHVH�ILVKHUPDQ�IURP�XVLQJ�

WKH�ZDWHUV��%%&��������7KLV�W\SH�RI�LQIULQJHPHQW�XSRQ�WHUULWRULDO�DQG�LQWHUQDWLRQDO�ZDWHUV�LV�

VLPLODU�WR�WKH�DFWLRQ�WDNHQ�E\�5XVVLD�LQ�VXSSRUWLQJ�VHSDUDWLRQLVW�PRYHPHQWV�FRPEDWLQJ�IHOORZ�

&,6�PHPEHU�VWDWHV��,I�WHQVLRQV�VKRXOG�DULVH�EHWZHHQ�&KLQD�DQG�DQ�$6($1�QDWLRQ�UHOLDQW�RQ�WKH�

6RXWK�&KLQD�6HD�IRU�WUDGH�DQG�UHVRXUFHV��VXFK�DV�WKH�3KLOLSSLQHV�LQ�������WKH\�FRXOG�HQIRUFH�D�

QDYDO�EORFNDGH�WKDW�FRXOG�GHYDVWDWH�LWV�HFRQRP\�RU�VHL]H�ILVKLQJ�ZDWHUV�IRU�&KLQHVH�XVH�RQO\���

&KLQD�KDV�VLJQLILFDQWO\�LQFUHDVHG�LWV�WUDGH�RXWSXW��DQG�WKHUHIRUH�LWV�LQIOXHQFH�LQ�6RXWKHDVW�

$VLD�DV�ZHOO��7KH�)LQDQFLDO�7LPHV�UHSRUWHG�WKDW�LQ�������³&KLQD�ZDV�D�OHVV�VLJQLILFDQW�VRXUFH�RI�

LPSRUWV�LQWR�VRXWK�HDVW�$VLD�WKDQ�HLWKHU�-DSDQ��WKH�86��RU�WKH�(8��1RZ��������LW�DFFRXQWV�IRU�

DERXW����SHUFHQW�RI�WKH�YDOXH�RI�DOO�JRRGV�LPSRUWHG�LQ�WKH�UHJLRQ��XS�IURP���SHU�FHQW�LQ�������

PDNLQJ�LW�WKH�UHJLRQ¶V�ELJJHVW�DQG�IDVWHVW�JURZLQJ�VLQJOH�VRXUFH�RI�LPSRUWV��7KH�YDOXH�RI�WKH�
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JRRGV�&KLQD�H[SRUWV�WR�$6($1�LV�PRUH�WKDQ�GRXEOH�WKDW�RI�-DSDQ´��5HHG�HW�DO���������&KLQD�KDV�

DOVR�ODXQFKHG�WKH�%HOW�DQG�5RDG�,QLWLDWLYH��%5,���ZKLFK�LV�D�³YDVW�FROOHFWLRQ�RI�GHYHORSPHQW�DQG�

LQYHVWPHQW�LQLWLDWLYHV�ZRXOG�VWUHWFK�IURP�(DVW�$VLD�WR�(XURSH��VLJQLILFDQWO\�H[SDQGLQJ�&KLQD¶V�

HFRQRPLF�DQG�SROLWLFDO�LQIOXHQFH´��&KDW]N\�HW�DO���������3ODQV�IRU�WKH�SURMHFW�LQFOXGH�WKH�

FRQVWUXFWLRQ�RI�D�YDVW�QHWZRUN�RI�UDLOURDGV��JDV�DQG�RLO�SLSHOLQHV��URDGZD\V��IDFWRULHV��SRUWV��DQG�

6SHFLDO�(FRQRPLF�=RQHV�ZLWK�&KLQHVH�H[SHQVHV�DUH�H[SHFWHG�WR�UHDFK�����WULOOLRQ�86'�E\�������

7KLV�PDVVLYH�LQIOX[�RI�LQIUDVWUXFWXUH�DQG�LQYHVWPHQW�FRXOG�PDNH�DQ�LPPHGLDWH�SRVLWLYH�LPSDFW�LQ�

$6($1¶V�SRRUHU�QDWLRQV�VXFK�DV�0\DQPDU�DQG�&DPERGLD��EXW�LW�DOVR�UXQV�WKH�ULVN�RI�D�PHPEHU�

VWDWH�FRPSLOLQJ�PDVVLYH�DPRXQWV�RI�GHEW�WR�D�&KLQHVH�VWDWH�RZQHG�HQWHUSULVH��ZKLFK�ZRXOG�EH�

KDUPIXO�WR�WKH�RUJDQL]DWLRQ�DV�D�ZKROH��&KLQD�LV�DOVR�JURZLQJ�WKH�HFRQRP\�RI�$6($1�QDWLRQV�

WKURXJK�WRXULVP��SDUWLFXODUO\�LQ�9LHWQDP�DQG�7KDLODQG��)RU�H[DPSOH��7KDLODQG�ZDV�YLVLWHG�E\�

WKLUW\�WKUHH�PLOOLRQ�WRXULVWV�LQ�������DQG�&KLQHVH�WRXULVWV�DFFRXQWHG�IRU�����RI�WKDW�WRWDO��7KLV�LV�

PRUH�WKDQ�WKUHH�WLPHV�WKH�QXPEHU�RI�&KLQHVH�WRXULVWV�WKDW�YLVLWHG�7KDLODQG�LQ�������$LU�$VLD��WKH�

ODUJHVW�EXGJHW�FDUULHU�EDVHG�LQ�WKH�$6($1�PHPEHU�VWDWHV��³RSHUDWHV�����ZHHNO\�RQH�ZD\�IOLJKWV�

EHWZHHQ�PDLQODQG�&KLQD�DQG�$6($1�FLWLHV��XS�IURP�����LQ�����´��5HHG�HW�DO���������:KLOH�WKLV�

LQIOX[�RI�&KLQHVH�WRXULVWV�LV�EHQHILFLDO�WR�WKH�WRXULVP�LQGXVWU\�LQ�$6($1�QDWLRQV��LW�FDQ�EH��DQG�

KDV�EHHQ��XVHG�DV�DQ�³HFRQRPLF�ZHDSRQ´�WR�GHYDVWDWH�LWV�WRXULVP�LQGXVWU\��)RU�H[DPSOH��PDQ\�

&KLQHVH�WUDYHO�DJHQFLHV�FDQFHOOHG�WKHLU�WRXUV�WR�WKH�3KLOLSSLQHV�IROORZLQJ�WKH�6FDUERURXJK�6KRDO�

6WDQGRII�LQ�������5HHG�HW�DO���������

:KLOH�&KLQD�LPSRVHV�WKH�PRVW�KHJHPRQLF�WKUHDWV�WR�$6($1�DV�DQ�RUJDQL]DWLRQ�DQG�DV�D�

UHJLRQ��WKH\�LV�D�PHPEHU�RI�WKH�$6($1�3OXV�7KUHH�&RRSHUDWLRQ��ZKLFK�ZDV�DGRSWHG�LQ������

IROORZLQJ�WKH�$VLDQ�)LQDQFLDO�&ULVLV�ZLWK�WKH�PLVVLRQ�³WR�VWUHQJWKHQ�DQG�GHHSHQ�(DVW�$VLD�
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FRRSHUDWLRQ�DW�YDULRXV�OHYHOV�DQG�LQ�YDULRXV�DUHDV��SDUWLFXODUO\�LQ�HFRQRPLF�DQG�VRFLDO��SROLWLFDO�

DQG�RWKHU�ILHOGV�´�$�MRLQW�VWDWHPHQW��SUHVHQWHG�DW�WKH�HOHYHQWK�$37�6XPPLW�LQ������DIILUPHG�WKDW�

³WKH�$6($1�3OXV�7KUHH�3URFHVV�ZRXOG�UHPDLQ�DV�WKH�PDLQ�YHKLFOH�WRZDUGV�WKH�ORQJ�WHUP�JRDO�RI�

EXLOGLQJ�DQ�(DVW�$VLDQ�FRPPXQLW\��ZLWK�$6($1�DV�WKH�GULYLQJ�IRUFH´��$6($1��������%HFDXVH�

RI�WKLV��&KLQD�KDV�DQ�REOLJDWLRQ�WR�UHVSHFW�WKH�ULJKWV�RI�DQG�VRYHUHLJQW\�RI�WKH�$6($1�QDWLRQV��

DQG�WR�DLG�DQG�HQFRXUDJH�WKHLU�IXUWKHU�GHYHORSPHQW��$Q\�VWHSV�WDNHQ�E\�&KLQD�WR�VHL]H�WHUULWRU\��

UHVRXUFHV��LPSRVH�PLOLWDU\�SRZHU��RU�DIIHFW�WKH�IORZ�RI�WUDGH�UXQ�FRQWUDGLFWRU\�WR�WKH�PLVVLRQ�RI�

WKH�FRRSHUDWLRQ��

$QRWKHU�NH\�OHVVRQ�WKDW�$6($1�FDQ�WDNH�DZD\�IURP�WKH�&,6��LQ�RUGHU�WR�IRUP�DQ�LGHQWLW\�

ZLWKLQ�PHPEHU�VWDWH�VRYHUHLJQW\��LV�WKDW�LWV�PHPEHU�VWDWHV�PXVW�FRQWLQXH�WR�HFRQRPLFDOO\�

LQWHJUDWH�WKHPVHOYHV��7KLV�ZRXOG�EH�EHQHILFLDO�WR�WKH�8QLWHG�6WDWHV�DV�ZHOO��7KH�86�FXUUHQWO\�KDV�

RYHU�����ELOOLRQ�86'�LQYHVWHG�LQ�WKH�$6($1�QDWLRQV��DQG�WKH�UHJLRQ�FRPSULVHV�WKH�86¶�IRXUWK�

ODUJHVW�WUDGLQJ�SDUWQHU��ZLWK�D�WZR�ZD\�WUDGH�WRWDO�RI�RYHU�����ELOOLRQ�GROODUV��6LQJDSRUH�DORQH�LV�

KRPH�WR�WKH�RIILFHV�RI�RYHU�������86�FRPSDQLHV��7KLV�FRXOG�DOVR�KHOS�$6($1�DSSURSULDWH�

$PHULFDQ�FRUSRUDWH�LQYHVWPHQW�IURP�&KLQD��$�VXUYH\�FRQGXFWHG�E\�WKH�$PHULFDQ�&KDPEHU�RI�

&RPPHUFH�LQ�&KLQD�LQ�0D\��������IRXQG�WKDW� �³���SHUFHQW�RI�LWV�VXUYH\HG�PHPEHUV�>$PHULFDQ�

EXVLQHVVHV�RSHUDWLQJ�LQ�&KLQD@�KDG�HLWKHU�EHJXQ�WR�VKLIW�WKHLU�SURGXFWLRQ�RXWVLGH�RI�&KLQD�RU�

ZHUH�WKLQNLQJ�RI�VKLIWLQJ�WKHLU�SURGXFWLRQ�RXW�RI�WKH�FRXQWU\��2I�WKRVH�SODQQLQJ�WR�OHDYH�&KLQD��

PRUH�WKDQ�KDOI�OLVWHG�6RXWKHDVW�$VLD�DV�WKH�ORFDWLRQ�WKH\�DUH�FRQVLGHULQJ�UHORFDWLQJ�WR´��8SWRQ�

������ ��+RZHYHU��PDQ\�FRPSDQLHV�DUH�³VNHSWLFDO�DERXW�$6($1�HFRQRPLF�LQWHJUDWLRQ�DQG�WKH�

$6($1�(FRQRPLF�&RPPXQLW\�� �7KHLU�H[SHULHQFH�RQ�WKH�JURXQG�VKRZV�WKDW�RXU�MRXUQH\�LV�
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LQFRPSOHWH�DQG�WKHUH�UHPDLQ�QRQ�WDULII�EDUULHUV�WR�GRLQJ�EXVLQHVV�DFURVV�ERUGHUV��7KH\�IHHO�WKDW�

$6($1�KDV�QRW�\HW�EHFRPH�D�VLQJOH�PDUNHW �´��.RK��������

7KH�$6($1�IUHH�WUDGH�DUHD�ZDV�HVWDEOLVKHG�LQ������DQG�QRZ�DOORZV�HDFK�$6($1�

PHPEHU�WR�WUDGH�DPRQJVW�HDFK�RWKHU�ZLWKRXW�WDULIIV�RU�FXVWRPV��+RZHYHU��QRQ�WDULII�FXVWRPV�

EDUULHUV�VXFK�DV�FXVWRPV�VXUFKDUJHV��SURGXFW�FKDUDFWHULVWLF�UHTXLUHPHQWV��DQG�PRQRSROLVWLF�

PHDVXUHV�FRQWLQXH�WR�VORZ�WKH�IRUPDWLRQ�RI�D�VLQJOH�$6($1�PDUNHW��,Q�IDFW��ZKLOH�����RI�WRWDO�

LQWUD�$6($1�WDULIIV�KDYH�EHHQ�HOLPLQDWHG�EHWZHHQ�LWV�VL[�ODUJHVW�HFRQRPLHV��QRQ�WDULII�PHDVXUHV�

EHWZHHQ�$6($1�PHPEHU�VWDWHV�URVH�IURP�������WR�������EHWZHHQ������DQG�������DQG�QRQ�WDULII�

PHDVXUHV�FXUUHQWO\�DIIHFW������RI�WKH�WUDGH�LQ�9LHWQDP��7KDLODQG��&DPERGLD��/DRV��6LQJDSRUH��

DQG�WKH�3KLOLSSLQHV��/RKDWHSDQRQW��������&XUUHQW�LQWUD�$6($1�WUDGH�LV�RQO\�DW�����DPRQJVW�LWV�

PHPEHU�VWDWHV��D�SHUFHQWDJH�VLPLODU�WR�WKDW�RI�WKH�&,6��5HHG�HW��DO��������7R�FRPSDUH��

LQWUD�RUJDQL]DWLRQDO�WUDGH�ZLWKLQ�WKH�(8��DQ�LQWHUQDWLRQDO�RUJDQL]DWLRQ�ZLWK�SURIRXQG�LQWHJUDWLRQ�

DQG�LGHQWLW\��LV�����DPRQJVW�LWV�PHPEHU�VWDWHV��(OERUJK�:R\WHN��������$6($1�LV�QRW�WKH�(8��

DQG�GRHV�QRW�QHHG�WR�VWULYH�IRU�VXFK�D�OHYHO�RI�HFRQRPLF�LQWHJUDWLRQ��\HW�PXVW�DLP�WR�LQFUHDVH�LWV�

HFRQRPLF�GHSHQGHQFH�RQ�LWV�RZQ�PHPEHU�VWDWHV�UDWKHU�WKDQ�WKLUG�FRXQWULHV�VXFK�DV�&KLQD��

5HJLRQDOLVP�LQ�$VLD�LV�³PDLQO\�PDUNHW�GULYHQ�DQG�FRQVWUXFWHG�DURXQG�SDUWQHUVKLSV�EHWZHHQ�WKH�

SULYDWH�VHFWRU��SOD\LQJ�D�FUXFLDO�UROH�LQ�WKH�SURFHVV��DQG�WKH�VWDWH´��&KHQ�HW�DO���������+HQFH��

JRYHUQPHQWV�RI�WKH�$6($1�PHPEHU�VWDWHV�DUH�GULYHQ�WRJHWKHU�E\�HFRQRPLFV�DQG�PDUNHW�

SRVVLELOLWLHV�PRUH�VR�WKDQ�E\�SROLWLFV��7UDQVLWLRQLQJ�$6($1�LQWR�D�PRUH�LQWHJUDWHG�HFRQRPLF�

]RQH�ZRXOG�KDYH�D�GLUHFW�SRVLWLYH�HIIHFW�LQ�LQWUD�RUJDQL]DWLRQDO�GLDORJXH�DQG�FROODERUDWLRQ�DV�

ZHOO��WKXV�KHOSLQJ�WR�GHYHORS�DQ�RUJDQL]DWLRQDO�LGHQWLW\��$ULII��������,I�UHJLRQDOLVP�LQ�$VLD�LV�



���

WUXO\�GHILQHG�WKURXJK�D�QDWLRQ¶V�NH\�HFRQRPLF�SDUWQHUV��WKHQ�WKLV�LV�WKH�RSWLPDO�ZD\�WR�FRQVWUXFW�

D�VWURQJ�LGHQWLW\�ZLWKLQ�$6($1��

� �
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6KDQJKDL�&RRSHUDWLRQ�2UJDQL]DWLRQ�

7KH�6KDQJKDL�&RRSHUDWLRQ�2UJDQL]DWLRQ��6&2��LV�D�(XUDVLDQ�SROLWLFDO��VHFXULW\��DQG�

HFRQRPLF�DOOLDQFH�WKDW�ZDV�DQQRXQFHG�LQ�-XQH�RI�������IRUPDOO\�FUHDWHG�LQ�-XQH�������DQG�FDPH�

WR�DFWXDOL]DWLRQ�LQ�6HSWHPEHU�RI�������7KH�6&2�LV�DQ�H[SDQGHG�YHUVLRQ�RI�WKH�6KDQJKDL�)LYH�

��������ZKLFK�LQFOXGHG�&KLQD��.D]DNKVWDQ��.\UJ\]VWDQ��5XVVLD��DQG�7DMLNLVWDQ��7KH�6KDQJKDL�

&RRSHUDWLRQ�2UJDQL]DWLRQ¶V�FXUUHQW�PHPEHUV�LQFOXGH��WKH�3HRSOH¶V�5HSXEOLF�RI�&KLQD��WKH�

5HSXEOLF�RI�,QGLD��WKH�5HSXEOLF�RI�.D]DNKVWDQ��WKH�.\UJ\V�5HSXEOLF��WKH�,VODPLF�5HSXEOLF�RI�

3DNLVWDQ��WKH�5XVVLDQ�)HGHUDWLRQ��WKH�5HSXEOLF�RI�7DMLNLVWDQ��DQG�WKH�5HSXEOLF�RI�8]EHNLVWDQ��

7KH�6&2¶V�REVHUYHU�VWDWH�PHPEHUV�LQFOXGH��,UDQ��%\HORUXVVLD��0RQJROLD��DQG�$IJKDQLVWDQ��7KH�

6&2¶V�GLDORJXH�SDUWQHUV�LQFOXGH��$UPHQLD��7XUNH\��6UL�/DQND��1HSDO��DQG�&DPERGLD��7KLV�LV�QRW�

DQ�RUJDQL]DWLRQ�EDVHG�RQ�FXOWXUDO�VLPLODULWLHV��EXW�UDWKHU�DQ�RUJDQL]DWLRQ�RI�VXFFHVVIXO�

SDUWQHUVKLSV��7KH�6&2¶V�VXSUHPH�GHFLVLRQ�PDNLQJ�HQWLW\��WKH�+HDGV�RI�6WDWH�&RXQFLO��+6&��

KROGV�DQ�DQQXDO�PHHWLQJ�DW�ZKLFK�DOO�UHOHYDQW�PDWWHUV�DUH�GLVFXVVHG�DQG�GHFLGHG�RQ��7KH�6&2�

DOVR�FRQGXFWV�UHJXODU�PLOLWDU\�H[HUFLVHV�WR�SURPRWH�FRRSHUDWLRQ�DQG�UHOLDELOLW\�DJDLQVW�ERWK�

H[WHUQDO�DQG�LQWHUQDO�WKUHDWV��7KHVH�LQFOXGH�WHUURUVLP��FRXQWHUWHUURULVP��UHJLRQDO�WKUHDWV��SROLWLFDO�

WKUHDWV��VHSDUDWLVP��DQG�H[WUHPLVP��7KHVH�H[HUFLVHV�DOVR�SURPRWH�UHJLRQDO�VWDELOLW\��7KH�6&2�LV�

WKH�ODUJHVW�UHJLRQDO�RUJDQL]DWLRQ�LQ�WKH�ZRUOG��FRYHULQJ�WKUHH�ILIWKV�RI�WKH�(XUDVLDQ�FRQWLQHQW�DQG�

DOPRVW�KDOI�RI�WKH�ZRUOG¶V�SRSXODWLRQ��6KDQJKDL�&RRSHUDWLRQ�2UJ����������

7KH�6&2�ZDV�FUHDWHG�E\�LWV�PHPEHUV�WR�FRPEDW�WKH�WKUHH�HYLOV��HWKQLF�VHSDUDWLVP��

UHOLJLRXV�H[WUHPLVP��DQG�LQWHUQDWLRQDO�DQG�GRPHVWLF�WHUURULVP��,W�ZDV�DOVR�FUHDWHG�WR�IRVWHU�

JUHDWHU�FROODERUDWLRQ�DQG�HVWDEOLVK�UHJLRQDO�SDUWQHUVKLSV��7KH�6&2¶V�PHPEHU�VWDWHV�GHVLUHG�IRU�
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DQ�HQWLW\�WKDW�FRXOG�UHOLDEO\�SXUVXH�WKH�LWHPV�RQ�LWV�FROOHFWLYH�DJHQGD�ZLWK�VXFFHVV��$V�WKH�

RUJDQL]DWLRQ
V�PRVW�SRZHUIXO�PHPEHUV��&KLQD�DQG�5XVVLD�UHFHLYH�REYLRXV�EHQHILWV�IURP�

WUDQVUHJLRQDO�FRRSHUDWLRQ�ERWK�ZLWKLQ�WKH�UHJLRQ�DQG�RQ�WKH�JUHDWHU�JOREDO�VWDJH��7KHVH�LQFOXGH�

JUHDWHU�HFRQRPLF�SURVSHULW\��ZLGHU�GLVWULEXWLRQ�DFFHVV��ODUJHU�PDUNHWV��JURZLQJ�VRIW�SRZHU�LQ�WKH�

UHJLRQ��DQG�D�UHODWLYHO\�QDWXUDO�ZD\�WR�EXLOG�SDUWQHUVKLSV��<XDQ��������$V�WKH�6&2�SULGHV�LWVHOI�

LQ�LWV�SURWHFWLRQ�RI�VRYHUHLJQW\��WKHVH�WZR�SRZHUV�ZLOO�QHHG�WR�SURFHHG�FDUHIXOO\�WR�DYRLG�

DODUPLQJ�WKH�DOUHDG\�KHVLWDQW�&HQWUDO�$VLDQ�VWDWHV��%XW��WKH�WHQVLRQV�EHWZHHQ�&KLQD�DQG�5XVVLD�

FDQQRW�EH�LJQRUHG��7R�FLUFXPYHQW�WKH�LPDJH�RI�HLWKHU�QDWLRQ�SXSSHWHHULQJ�WKH�6&2�IRU�LQGLYLGXDO�

EHQHILW��WKH�6&2�VWUHVVHV�WKDW�LW�LV�QRW�DQ�DOOLDQFH�IROORZLQJ�D�VLQJXODU�GLUHFWLRQ��EXW�UDWKHU�D�

SDUWQHUVKLS�RI�FRXQWULHV�ZRUNLQJ�FROODERUDWLYHO\�WR�SURDFWLYHO\�DGGUHVV�WKHLU�UHJLRQV¶�SUREOHPV��

+DYLQJ�H[LVWHG�VLQFH�WKH�6&2¶V�LQFHSWLRQ��WKH�IXUWKHU�UHDOL]DWLRQ�RI�WKHVH�JRDOV�FDQ�EH�VHHQ�LQ�WKH�

ODQJXDJH�RI�WKH�MRLQW�VWDWHPHQW�SXEOLVKHG�DIWHU�WKH��WK�0HHWLQJ�RI�0LQLVWHUV�RI�-XVWLFH�RI�

0HPEHU�6WDWHV�RI�WKH�6&2�LQ��������

³,Q�WKH�IXUWKHU�VXFFHVVIXO�GHYHORSPHQW�RI�FRRSHUDWLRQ�DQG�FRQVROLGDWLRQ�RI�

SDUWQHUVKLS�DQG�DQ�RSHQ�GLDORJXH�H[LVWLQJ�EHWZHHQ�WKH�PLQLVWULHV�RI��ODZ�DQG��

MXVWLFH´�DQG�ZLWK�WKH�SURSRVLWLRQ�DQG�DJUHHPHQW�RI�WKH�IROORZLQJ�PXOWLODWHUDO�DQG�

PXOWLQDWLRQDO�DJHQGD�SRLQWV���

³6WDWLQJ�PXWXDO�XQGHUVWDQGLQJ�UHDFKHG�LQ�PDWWHUV�UHODWHG�WR�GHYHORSLQJ�WKH�OHJDO�

V\VWHPV�RI�WKH�6&2�PHPEHU�VWDWHV��FRQVLGHULQJ�DJUHHPHQWV�DQG�WDVNV�HQVKULQHG�LQ�

WKH�6&2�'HYHORSPHQW�6WUDWHJ\�7RZDUGV�������WKH�PLQLVWHUV�RI��ODZ�DQG��MXVWLFH�

RI�WKH�6&2�PHPEHU�VWDWHV�GHFODUH�WKH�IROORZLQJ��
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�� 7KH�GHYHORSPHQW�RI�FRRSHUDWLRQ�EHWZHHQ�WKH�PLQLVWULHV�RI��ODZ�DQG��

MXVWLFH�RI�WKH�6&2�PHPEHU�VWDWHV�LV�LQ�FRQIRUPLW\�ZLWK�WKH�JRDOV�DQG�SULQFLSOHV�RI�

WKH�6&2�&KDUWHU��WKH�7UHDW\�RQ�/RQJ�7HUP�*RRG�1HLJKERXUOLQHVV��)ULHQGVKLS�

DQG�&RRSHUDWLRQ�RI�WKH�6&2�0HPEHU�6WDWHV��DQG�WKH�6&2�'HYHORSPHQW�6WUDWHJ\�

7RZDUGV�������

�� 7KH�LQWHUDFWLRQ�EHWZHHQ�WKH�PLQLVWULHV�RI��ODZ�DQG��MXVWLFH�RI�WKH�6&2�

PHPEHU�VWDWHV�IDFLOLWDWHV�SUHVHUYDWLRQ�DQG�H[SDQVLRQ�RI�PXWXDO�WUXVW��JRRG��

QHLJKERXUOLQHVV�DQG�IULHQGVKLS�EHWZHHQ�WKH�6&2�PHPEHU�VWDWHV��

�� 7KH�PLQLVWHUV�RI��ODZ�DQG��MXVWLFH�UHJDUG�DV�WKHLU�SULRULW\�WKH�FRQWLQXDWLRQ�

RI�LQWHUDFWLRQ�LQ�LPSURYLQJ�WKH�PHFKDQLVP�IRU�UHQGHULQJ�OHJDO�VHUYLFHV�WR�SK\VLFDO�

SHUVRQV�DQG�RU�OHJDO�HQWLWLHV�DQG�LQ�WKH�NH\�DUHDV�RI�MXGLFLDO�H[SHUW�DFWLYLWLHV��

�� 7KH�PLQLVWHUV�RI��ODZ�DQG��MXVWLFH�VWUHVV�WKH�LPSRUWDQFH�RI�FRXQWHUDFWLQJ�

WKH�VSUHDG�RI�PRGHUQ�WKUHDWV�WR�LQWHUQDWLRQDO�VHFXULW\�EDVHG�RQ�WKH�JHQHUDOO\�

DFFHSWHG�QRUPV�RI�LQWHUQDWLRQDO�ODZ�DQG�LQWHUQDWLRQDO�WUHDWLHV�DFFHSWHG�E\�WKH�

6&2��

�� 7KH�PLQLVWHUV�RI��ODZ�DQG��MXVWLFH�QRWH�WKH�LPSRUWDQFH�RI�WKH�HVWDEOLVKPHQW�

RI�ZRUNLQJ�H[SHUW�JURXSV�IRU�MXGLFLDO�H[SHUW�DFWLYLWLHV�DQG�IRU�OHJDO�VHUYLFHV�RI�WKH�

&RQIHUHQFH�RI�6&2�-XVWLFH�0LQLVWHUV�DQG�HPSKDVLVH�WKH�QHHG�IRU�DFWLYH�DQG�

SXUSRVH�RULHQWHG�ZRUN�WR�LPSOHPHQW�WKHLU�3ODQV�RI�(YHQWV�IRU������������

�� 7KH�PLQLVWHUV�RI��ODZ�DQG��MXVWLFH�WRRN�QRWH�RI�5XVVLD¶V�UHSRUW�UHJDUGLQJ�

WKH�GUDIW�6&2�&RQYHQWLRQ�RQ�/HJDO�$VVLVWDQFH�DQG�/HJDO�5HODWLRQV�LQ�&LYLO�DQG�

&ULPLQDO�&DVHV��7R�FDUU\�RXW�WKH�LQVWUXFWLRQ�RI�WKH�6&2�KHDGV�RI�VWDWH��DV�
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HQYLVDJHG�LQ�WKH�4LQJGDR�'HFODUDWLRQ��WKH�SDUWLHV�ZLOO�FRQWLQXH�WKHLU�HIIRUW�WR�

IRUP�WKH�6&2�FRQWUDFWXDO�DQG�OHJDO�LQIUDVWUXFWXUH�UHODWHG�WR�UHQGHULQJ�OHJDO�

DVVLVWDQFH�WR�FLWL]HQV�DQG�OHJDO�HQWLWLHV�LQ�FLYLO�DQG�FULPLQDO�FDVHV�E\�VLJQLQJ�D�

UHOHYDQW�6&2�FRQYHQWLRQ��

�� 7KH�PLQLVWHUV�RI��ODZ�DQG��MXVWLFH�ZLOO�DFWLYHO\�KHOS�WR�LPSOHPHQW�WKH�

SUHVHQW�-RLQW�6WDWHPHQW�´�

�/RRNLQJ�WRZDUGV�WKH�IXWXUH��WKH�6&2¶V�ORQJ�WHUP�HIIHFWLYHQHVV�LQ�SURPRWLQJ�UHJLRQDO�

VWDELOLW\��HFRQRPLF�SURVSHULW\��DQG�GHYHORSPHQW²LWV�HVWDEOLVKHG�JRDOV²GHSHQGV�RQ�KRZ�LWV�

PHPEHU�VWDWHV�IRUPXODWH�WKHLU�FRPPRQ�LGHQWLWLHV�DQG�QRUPV�ZKLOH�DGGUHVVLQJ�PXWXDO�FRQFHUQV��

7KH�6&2�HPSKDVL]HV�WKDW�WKH�RUJDQL]DWLRQ�LV�QRW�D�PLOLWDU\�DOOLDQFH��EXW�WKH�HPERGLPHQW�RI�D�

QHZ�YHLQ�RI�VHFXULW\�GHYHORSPHQW�ZRUNLQJ�WR�SURWHFW�VRYHUHLJQW\�DQG�SURPRWH�FROODERUDWLRQ�

WKURXJK�FRPPRQ�LQWHUHVWV��'HVSLWH�WKH�LQLWLDO�IHDUV�UHODWHG�WR�KHJHPRQLF�VWDWHV��VSHFLILF�DJHQGDV��

DQG�D�ZHDN�RUJDQL]DWLRQDO�VWUXFWXUH��WKH�6&2�KDV�SURYHQ�WKDW�LW�KDV�WKH�FROOHFWLYH�DELOLW\�WR�

VWDELOL]H�WKH�(XUDVLDQ�UHJLRQ�ZKLOH�SURYLGLQJ�LWV�PHPEHUV�ZLWK�D�QHZ�SDWK�WRZDUGV�GHYHORSPHQW�

GLVWLQFWO\�RXWVLGH�RI�WKH�WUDGLWLRQDO�FRORQLDO�PHWKRG��+RZHYHU�DV�WKH�UHJLRQ�H[SHULHQFHG�JURZLQJ�

FRQQHFWHGQHVV��JUHDWHU�LVVXHV�DURVH��'XH�WR�WKH�FRQWLQXHG�GHVWDELOLVDWLRQ�RI�WKH�$IJKDQLVWDQ�

UHJLRQ�DQG�7DOLEDQ�UHODWHG�WHUURUVLP��KDUERUHG�UHVHUYDWLRQV�DERXW�&KLQD¶V�JURZLQJ�LQIOXHQFH�

IURP�0RVFRZ��DQG�JURZLQJ�:HVWHUQ�DSSUHKHQVLRQ�DERXW�WKH�(XUDVLDQ�JHRSROLWLFDO�ULVH��WKH�6&2�

ZLOO�QHHG�WR�SURFHHG�ZLWK�LWV�UHJLRQDO�LGHQWLW\�EXLOGLQJ�YHU\�FDUHIXOO\ ���<XDQ��������

,Q�RUGHU�WR�XQLI\�WKHVH�GLYHUVH�(XUDVLDQ�FRXQWULHV��WKH�6&2�KDG�WR�GLVFHUQ�GLVWLQFW�

SULQFLSDOV�WKDW�FRXOG�E\SDVV�KLVWRULFDO�VHQVLWLYLWLHV�ZKLOH�DOVR�SURPRWLQJ�PXWXDO�XQGHUVWDQGLQJ�

DQG�UHVSHFW��7KH�SROLWLFDO�DQG�HFRQRPLF�DIWHUPDWK�RI�WKH�FROODSVH�RI�WKH�6RYLHW�8QLRQ�DQG�WKH�
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IRUPDWLRQ�RI�WKH�&RPPRQZHDOWK�RI�,QGHSHQGHQW�6WDWHV��&,6��LQ�����²GLVFXVVHG�IXUWKHU�LQ�WKH�

&,6�SRUWLRQ�RI�WKLV�DQD\VLV²FUHDWHG�DQ�LGHQWLW\�ZLWKLQ�(XUDVLDQ�JRYHUQPHQWV�WKDW�SULRULWL]HG�

VRYHUHLJQW\��7KHUH�ZDV�DOVR�RXWVWDQGLQJ�QHHG�IRU�D�WUDQVUHJLRQDO�RUJDQL]DWLRQ�WKDW�FRXOG�

IRUPXODWH�VXFFHVVIXO�FROODERUDWLRQ��7KH�6&2¶V�IRXQGDWLRQDO�LGHQWLW\�LV�EDVHG�RQ�DQWL�FRORQLDO�

DQG�DQWL�LPSHULDO�LQLWLDWLYHV��DOORZLQJ�WKH�RUJDQL]DWLRQ¶V�IUDPHZRUN�WR�EH�YHU\�WUDQVPLWWDEOH�

DFURVV�(XUDVLD���

7KH�6&2¶V�IXQFWLRQDOLVW�DSSURDFK²GLVFXVVHG�ODWHU²SDLUHG�ZLWK�WKH�W\SLFDOO\�KLJKO\�

FHQWUDOL]HG�JRYHUQPHQW�VWUXFWXUHV�DFURVV�WKH�PHPEHU�FRXQWULHV��DOORZHG�WKH�WZR�WR�LQWHJUDWH�

ZHOO��DQG�WKH�6&2¶V�LQLWLDO�LQLWLDWLYHV�UHODWLQJ�WR�WKH�WKUHH�HYLOV�KDYH�VHHQ�PXFK�VXFFHVV��(WKQLF�

VHSDUDWLVP�KDV�EHHQ�UHGXFHG��UHOLJLRXV�H[WUHPLVP�LV�EHWWHU�FRQWDLQHG��LQWHUQDWLRQDO�DQG�GRPHVWLF�

WHUURUVLP�LV�PRUH�VXFFHVVIXOO\�FRQWDLQHG��DQG�JUHDWHU�FROODERUDWLRQ�JRDOV�KDYH�DOO�EHHQ�UHDOL]HG�

DV�WKH�FRXQWULHV�FRQWLQXH�WKHLU�VXFFHVVIXO�GLDORJXHV�DQG�LQWUDJRYHUQPHQWDO�FRPPXQLFDWLRQ��$�

FRPSOHWH�DQG�WKURXJK�DQDO\VLV�RI�WKHVH�FROODERUDWLRQV�LV�EH\RQG�WKH�VFRSH�RI�WKLV�SDUWLFXODU�

SDSHU��:KDW�FDQ�EH�VKRZQ��KRZHYHU��LV�WKDW�WKHVH�FRXQWULHV�GR�KDYH�DFWLYH�DQG�VXFFHVVIXO�

FRPPXQLFDWLRQV��$V�WKH�6&2�H[SDQGV�LWV�LQIOXHQFH�DQG�DUHDV�RI�RSHUDWLRQ��WKH�RUJDQL]DWLRQ�LV�

ILQGLQJ�LWVHOI�ODFNLQJ�DQ�LGHQWLILDEOH�DQG�XQLWDEOH�VKDUHG�LGHQWLW\�IRU�WKH�6&2�UHJLRQ��&XUUHQW�

LGHQWLILDEOH�IHDWXUHV�RI�WKH�6&2�LGHQWLW\�DUH�UHODWHG�WR�LWV�GHVLUH�WR�FRQWLQXH�PDLQWDLQLQJ�WKH�

FXUUHQW�JOREDO�KLHUDUFK\��IRXQGDWLRQDO�V\VWHPV�DQG�UHODWLRQVKLSV��DQG�RI�WKH�RUJDQL]DWLRQ¶V�

GHFRORQL]DWLRQ�DQG�VRYHUHLJQW\�DJHQGD��7KH�6&2��ZLWK�&KLQD�DV�LWV�HQJLQH��LV�DEOH�WR�ZLHOG�D�

KHIW\�PRGHO�RI�VXSSRUWLQJ�D�QHZ�IRUP�RI�LQWHUQDWLRQDO�UHODWLRQVKLS�WKDW�LV�IRXQGHG�RQ�WKH�³ULJKW�

RI�DOO�FRXQWULHV�WR�VDIHJXDUG�QDWLRQDO�XQLW\�DQG�WKHLU�QDWLRQDO�LQWHUHVWV��SXUVXH�SDUWLFXODU�PRGHOV�

RI�GHYHORSPHQW�DQG�IRUPXODWH�GRPHVWLF�DQG�IRUHLJQ�SROLFLHV�LQGHSHQGHQWO\�DQG�SDUWLFLSDWH�LQ�
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LQWHUQDWLRQDO�DIIDLUV�RQ�DQ�HTXDO�EDVLV´�DV�ZULWWHQ�LQ�WKH ���'HFODUDWLRQ�RQ�WKH�)LIWK�$QQLYHUVDU\�RI�

WKH�6KDQJKDL�&RRSHUDWLRQ� �2UJDQL]DWLRQ���8QOLNH�SUHYLRXV�5XVVLDQ�DQG�:HVWHUQ�GRPLQDWHG�

HQWLWLHV��WKH�6&2�SURYLGHG�LWV�PHPEHUV�ZLWK�D�SDWK�WR�HFRQRPLF�GHYHORSPHQW�WKDW�ZDV�DQ�

DOWHUQDWLYH�WR�WKH�WUDGLWLRQDO�FRORQL]DWLRQ�PRGHO ���'DGDEDHY��������

7KH�IXQFWLRQDOLVW�DSSURDFK�WR�LQWHUJRYHUQPHQWDO�FRRSHUDWLRQ�FUHDWHV�D�SROLWLFDO�

HQYLURQPHQW�ZKHUH�VRFLDO�DQG�FXOWXUDO�GLIIHUHQFHV�FDUU\�OHVV�ZHLJKW�WKDQ�LQ�WUDGLWLRQDO�

LQWHUJRYHUQPHQWDO�RUJDQL]DWLRQV��7KLV�DSSURDFK�DOORZV�HQWLWLHV�WR�FROODERUDWH�FORVHO\�ZKLOH�

E\SDVVLQJ�VHQVLWLYH�VRFLDO��WHFKQLFDO��DQG�KXPDQLWDULDQ�PDWWHUV��HQDEOLQJ�WKHP�WR�WKHQ�

FRQFHQWUDWH�IXOO\�RQ�VROYLQJ�WKH�UHOHYDQW�SROLWLFDO�PDWWHUV��,W�LV�LQQDWHO\�GLIIHUHQW�IURP�PRUH�

WUDGLWLRQDOO\�UHFRJQL]HG�:HVWHUQ�IRUPV�RI�UHJLRQDO�RUJDQL]DWLRQ��)RU�H[DPSOH��LQVWHDG�RI�EHLQJ�

EDVHG�RQ�VKDUHG�YDOXHV�DQG�SROLWLFDO�LGHRORJLHV��WKH�6&2¶V�FRRSHUDWLRQ�VFKHPHV�DUH�URRWHG�LQ�

HIIHFWLYHQHVV��IXQFWLRQDOLW\��DQG�VRYHUHLJQW\��7KH�IXQFWLRQDOLVW�DSSURDFK�VXSSRUWV�WKH�&$�VWDWHV�

LQ�WKHLU�KHVLWDWLRQ�UHODWHG�WR�SUHYLRXV�QHJDWLYH�DQG�XQVXFFHVVIXO�UHJLRQDO�LQWHJUDWLRQ�DWWHPSWV�

IROORZLQJ�WKH�SRVW�6RYLHW�SHULRG� ��'DGDEDHY��������

(DUO\�6&2�QRUPV�ZHUH�ODUJHO\�EDVHG�RQ�WKH�³6KDQJKDL�VSLULW´�GHFLVLRQ�PDNLQJ�SULQFLSOH��

ZKLFK�ZDV�GRPLQDQW�ZLWKLQ�WKH�SUHFHGLQJ�RUJDQL]DWLRQ��WKH�6KDQJKDL�)LYH��7KLV�³6KDQJKDL�

VSLULW´�LQFOXGHV��PXWXDO�WUXVW��PXWXDO�EHQHILW��HTXDOLW\��FRQVXOWDWLRQ��UHVSHFW�IRU�FXOWXUDO�GLYHUVLW\�

DQG�WKH�SXUVXLW�RI�FRPPRQ�GHYHORSPHQW��7KLV�DSSURDFK�WR�UHJLRQDO�FRRSHUDWLRQ�LV�YHU\�VLPLODU�WR�

$6($1¶V�RZQ�VWDQGDUGV�RI�RSHUDWLRQ��:KLOH�WKH�6&2�H[SHULHQFHV�OHVV�FXOWXUDO��SROLWLFDO��DQG�

HFRQRPLF�WHQVLRQV�WKDQ�$6($1��ERWK�HQWLWLHV�KDYH�VXFFHVVIXOO\�SURPRWHG�UHJLRQDO�LQWHJUDWLRQ�

IRU�WKHLU�PHPEHUV��7KLV�DSSURDFK��GLVFXVVHG�ODWHU��WR�FROODERUDWLRQ�DOVR�SULRULWL]HV�YRWLQJ�E\�



���

FRQVHQVXV�DV�WKH�PRGH�IRU�DGGUHVVLQJ�HOHPHQWV�ZLWKLQ�WKH�JUHDWHU�VWUXFWXUH�RI�WKH�RUJDQL]DWLRQ�

�$ULV���������

$V�WKH�6&2¶V�HIILFDF\�LQ�GHDOLQJ�ZLWK�ERUGHU�LVVXHV��FRRUGLQDWHG�DQWLWHUURULVW�HIIRUWV��

FRRUGLQDWHG�HIIRUWV�DJDLQVW�WKH�VSUHDG�RI�VHSDUDWLVP�DQG�UHOLJLRXV�H[WUHPLVP�JUHZ��WKH�

RUJDQL]DWLRQ
V�REMHFWLYHV�VKLIWHG�WRZDUGV�H[SDQGLQJ�HFRQRPLF�WLHV�DQG�WUDQVUHJLRQDO�

LQIUDVWUXFWXUH�GHYHORSPHQW�ZKLOH�ZRUNLQJ�WR�PDLQWDLQ�WKH�PRPHQWXP�WKH\�KDG�DFKLHYHG�LQ�WKHLU�

SUHYLRXV�HIIRUWV�LQ�SHDFH�DQG�VHFXULW\��7KLV�VKLIW�LV�LPSRUWDQW�LQ�XQGHUVWDQGLQJ�WKH�SULRULWLHV�DQG�

DELOLWLHV�RI�WKH�SOD\HUV�LQ�WKH�(XUDVLDQ�SROLWLFDO�VSKHUH�PRYLQJ�IRUZDUG��$V�WKHVH�JRYHUQPHQWDO�

ERGLHV�VKLIW�WKHLU�IRFXV�IURP�LPPHGLDWH�LVVXHV�DQG�EHJLQ�GLVFXVVLQJ�LVVXHV�WKDW�DUH�OHVV�FOHDU�DQG�

PRUH�GLIILFXOW�WR�QDYLJDWH��WKH�HPSKDVLV�SODFHG�RQ�WKH�IXQFWLRQDOLVW�DSSURDFK�ZLOO�KDYH�WR�DGDSW�

DV�UHJLRQDO�GLIIHUHQFHV��LQ�WHFKQRORJ\��HGXFDWLRQ��EHFRPH�PRUH�UHOHYDQW��DQG�DV�(XUDVLDQ�

VRFLHWLHV�EHFRPH�PRUH�LQWHUGHSHQGHQW��$�OHVV�FOHDU�PRGHUQ�JOREDO�VLWXDWLRQ��ZKHQ�FRPSDUHG�WR�

WKH�SRVW�VRYLHW�HQYLURQPHQW��WUDQVODWHV�WR�D�GLIIHUHQW�XQGHUVWDQGLQJ�RI�FROODERUDWLRQ�QRUPV�WKDW�

WHQG�WR�YDU\�UHJLRQ�E\�UHJLRQ��'XH�WR�WKH�35&¶V�XQSDUDOOHOHG�GRPLQDQFH��ERWK�SROLWLFDOO\�DQG�

HFRQRPLFDOO\�ZLWKLQ�WKH�6&2��WKH�VPDOOHU�JRYHUQPHQWV�LQ�(XUDVLD�ZLOO�QHHG�WR�ILQG�LQQRYDWLYH�

ZD\V�WR�VWD\�LQ�WKH�FRQYHUVDWLRQ�ZKLOH�VWLOO�PDLQWDLQLQJ�WKHLU�VRYHUHLJQW\�ZLWKLQ�WKH�FROOHFWLYH��

7KH�6&2��DV�LW�JURZV�LWV�PHPEHUVKLS�EDVH��H[SDQGV�XSRQ�LWV�UHOHYDQW�DJHQGD��DQG�VHHNV�WR�KDYH�

PRUH�FRPSUHKHQVLYH�DSSURDFKHV�WR�FRRSHUDWLRQ�ZLOO�QHHG�WR�DGDSW�LWV�LGHQWLWLHV�DQG�QRUPV�LQ�

DFFRUGDQFH�ZLWK�WKH�FKDQJLQJ�SULRULWLHV�RI�ERWK�LWV�ORXGHU�DQG�VRIWHU�YRLFHV ����'DGDEDHY��������

$V�WKH�6&2¶V�PHPEHU�VWDWHV�DUWLFXODWH�WKHLU�GHVLUHV�IRU�WKH�JUHDWHU�DJHQGD��WKH\�PXVW�

DSSHDO�WR�WKH�RUJDQL]DWLRQ¶V�VWURQJHU�SOD\HUV�JRDOV�IRU�WKH�UHJLRQ��&XUUHQWO\��&KLQD�DQG�5XVVLD�

DUH�IRFXVLQJ�PRUH�RQ�UHJLRQDO�GLSORPDWLF�LVVXHV��ZKLOH�WKH�VPDOOHU�&$�VWDWHV�DUH�FDOOLQJ�IRU�D�
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JUHDWHU�HFRQRPLF�IRFXV��7KH�&$�VWDWHV�DUH�VWLOO�SULRULWL]LQJ�LQIUDVWUXFWXUH�GHYHORSPHQW��OLNH�

WUDQV�UHJLRQDO�UDLOZD\V��ZKLOH�WKH�RUJDQL]DWLRQ¶V�ODUJHU�HFRQRPLHV�KDYH�PRYHG�RQWR�EURDGHU�

LVVXHV��+DVKLPRYD��������7KH�EHORZ�H[FHUSW�IURP�WKH�ILIWK�DQQLYHUVDU\�GHFODUDWLRQ�RI�WKH�6&2�

LQ������KLJKOLJKWV�WKLV�DVSHFW�RI�D�FRPSHWLQJ�VHW�RI�DJHQGDV��

³$V�DUWLFXODWHG�E\�6&2�6HFUHWDU\�*HQHUDO�1XUJDOLHY���WKH�PDLQ�FKDOOHQJH�

IRU�WKHVH�VWDWHV�LV�
WR�FUHDWH�FRPPRQ�SROLWLFDO��HFRQRPLF�DQG�LQIRUPDWLRQDO�VSDFH�

DQG�WR�LQVWLO�LQ�WKH�SHRSOHV�RI�WKH�VL[�QDWLRQV�D�VHQVH�RI�KDYLQJ�D�VKDUHG�

GHVWLQ\
�>��@�$V�UHFRJQLVHG�E\�WKH�6&2�PHPEHUV��WKLV�JRDO�ZLOO�UHTXLUH�HIIRUWV�
WR�

VWUHQJWKHQ�DQG�H[SDQG�VRFLDO�IRXQGDWLRQ�IRU�IULHQGVKLS�DQG�PXWXDO�XQGHUVWDQGLQJ�

DPRQJ�6&2�PHPEHU�VWDWHV
��ZKLFK�DUH�UHJDUGHG�DV�
DQ�LPSRUWDQW�ZD\�WR�HQVXUH�

6&2
V�UHVLOLHQFH�DQG�YLWDOLW\
�>��@´�� �'HFODUDWLRQ�RQ�WKH�)LIWK�$QQLYHUVDU\�RI�WKH�

6KDQJKDL�&RRSHUDWLRQ�2UJDQL]DWLRQ��������

7KH�FRRSHUDWLRQ�QRUPV�ZLWKLQ�WKH�6&2�DUH�EDVHG�RQ�VXFFHVV��&RRSHUDWLRQ�LQ�DQ\�UHJLRQ�

SULRULWL]HV�RQH�RU�WZR�LWHPV��WKHQ�DIWHU�WKH�VXFFHVVIXO�UHDOL]DWLRQ�RI�WKH�JRDO��WKDW�FRRSHUDWLRQ�

JURZV��DGGLQJ�PRUH�LQWULFDWH�OHYHOV�RI�UHOLDQFH��WDVNV��DQG�UHVSRQVLELOLWLHV�IRU�WKH�PHPEHU�VWDWHV��

7KH�OHYHO�RI�DFKLHYHPHQW�VHWV�WKH�VWDJH�IRU�WKH�QH[W�SURMHFW��LI�RQO\�VPDOO�VXFFHVV�LV�DFKLHYHG��

WKHQ�WKH�QH[W�DJHQGD¶V�JRDOV�ZLOO�EH�PXFK�PRUH�FRQVHUYDWLYH��7R�FUHDWH�D�PRUH�HDVLO\�DGDSWHG�

FROOHFWLYH�LGHQWLW\��DV�ZHOO�DV�WR�GUDZ�WKH�SHUFHSWLRQ�RI�LQIOXHQFH�DZD\�IURP�&KLQD�DQG�WRZDUGV�

WKH�UHVW�RI�WKH�&$�VWDWHV��WKH�6&2�DLPV�WR�LQWHQVLI\�SHRSOH�WR�SHRSOH�FRQWDFW�UDWKHU�WKDQ�

JRYHUQPHQW�WR�JRYHUQPHQW�DQG�JRYHUQPHQW�WR�SHRSOH�FRQWDFW��8QOLNH�WKH�OLWHUDO�

SHRSOH�WR�SHRSOH�GLDORJXH�FUHDWHG�E\�(LVHQKRZHU�LQ�������WKLV�IRUP�RI�SHRSOH�WR�SHRSOH�

GLDORJXH�LV�FHQWHUHG�DURXQG�HVWDEOLVKLQJ�D�WUDQV�UHJLRQDO�VHQVH�RI�FRPPXQLW\�IRU�WKH�PHPEHU�
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VWDWHV¶�JRYHUQPHQWV�UDWKHU�WKDQ�LQGLYLGXDO�FRQQHFWLRQV��;LQKXD��������&KLQD�QHHGV�WR�HQVXUH�WKH�

UHVW�RI�WKH�&$�VWDWHV�WKDW�LW�KDV�QR�GHVLUH�WR�EHFRPH�KHJHPRQLF��&KLQD�QHHGV�WR�DOVR�SOD\�D�

GHOLFDWH�EDODQFLQJ�DFW�ZLWK�5XVVLD��VWLOO�UHVSHFWLQJ�5XVVLD¶V�KLVWRULFDO�UROH�LQ�WKH�UHJLRQ�ZKLOH�

QDYLJDWLQJ�LWV�HFRQRPLF�VXSUHPDF\��7KLV�LGHD�RI�&KLQD¶V�VXSUHPDF\�DQG�LQIOXHQFH�VWULFWO\�ZLWKLQ�

WKH�6&2�DQG�WKH�(XUDVLDQ�UHJLRQ�DOVR�FRPHV�IURP�LWV�ODFN�RI�UHFLSURFLW\�LQ�FXOWXUDO��HFRQRPLF��

DQG�SROLWLFDO�H[FKDQJHV��)RU�H[DPSOH��WKHUH�DUH�D�PXOWLWXGH�RI�&KLQHVH�FXOWXUDO�FHQWHUV�

�&RQIXFLDQ�,QVWLWXWHV��HWF���DFURVV�WKH�(XUDVLDQ�UHJLRQV��EXW�WKHUH�DUH�QRW�DQ\�

VLPLODUO\�IXQFWLRQLQJ�LQLWLDWLYHV�EULQJLQJ�(XUDVLDQ�FXOWXUH�LQWR�&KLQD��<XDQ��������

.QRZLQJ�WKDW�&KLQD�KDV�D�GLVWLQFWO\�GLIIHUHQW�DSSURDFK�WR�LQWHUJRYHUQPHQWDO�

FRRUGLQDWLRQ��GRPHVWLF�DQG�LQWHUQDWLRQDO�VHFXULW\��FXOWXUDO�LGHRORJLHV��HFW���WKDW�DUH�IXQGDPHQWDOO\�

GLIIHUHQW��IURP�WKH�³:HVW´��XQGHUVWDQGLQJV�RI�JRYHUQPHQW�DQG�VRFLHW\��KRZ�ZLOO�WKH�6&2�ZLWK�

&KLQD�DW�LWV�KHOP��WUDQVFHQG�WKLV�VXVSLFLRQ"�2QH�H[DPSOH�RI�WKLV�GLIIHUHQFH�LV�WKH�35&¶V�

DSSURDFK�WR�VHFXULW\��HVWDEOLVKLQJ�PXOWLODWHUDO�VHFXULW\�GLDORJXHV�DV�DQ�DOWHUQDWLYH�WR�WUDGLWLRQDO�

PLOLWDU\�DOOLDQFHV��$QRWKHU��SRVVLEO\�WKH�ELJJHVW��LV�WKH�VW\OH�RI�JRYHUQPHQW��<XDQ��������7KH�

35&�IXQFWLRQV�DV�D�XQLWDU\��VRFLDOLVW��FRPPXQLVW��VWDWH��7KHVH�ZRUGV�WHUULI\�WKRVH�WKDW�OLYH�XQGHU�

D�GHPRFUDWLF�UHSXEOLF�VW\OH�VWDWH�GXH�WR�WKH�LPSOLFDWLRQV�DVVRFLDWHG�ZLWK�WKH�ODFN�RI�SHUVRQDO�

IUHHGRPV��7KRVH�ZKR�KDYH�OLYHG�LQ�&KLQD�FDQ�UHODWH�WKDW�RQH�HIIHFWLYHO\�WUDGHV�SHUVRQDO�

IUHHGRPV��VSHHFK��DVVHPEO\��IRU�VHFXULW\��.DPSIQHU������&K������7KLV�WUDGH�RII�LV�

XQGHUVWDQGDEOH��ZLWK�JUHDW�EHQHILWV�DQG�JUHDW�FRQVHTXHQFHV�ZLWKLQ�HDFK�VW\OH��%XW��LW�LV�WKLV�

IXQGDPHQWDO�GLIIHUHQFH��JRYHUQLQJ�VW\OH��WKDW�LV�WKH�PDLQ�VRXUFH�RI�PRGHUQ�GD\�WHQVLRQV��

:HVWHUQ�JRYHUQPHQWV¶�SUHYLRXV�H[SHULHQFHV�ZLWK�WKHVH�W\SHV�RI�XQLWDU\�VWDWHV�DUH�ILOOHG�ZLWK�

WHUURU�DQG�HYLO��%HFDXVH�RI�WKHVH�SUHYLRXV�VFDUV��WKH�:HVW�LV�ILJKWLQJ�&KLQD¶V�ULVH�XQGHU�FODLPV�RI�
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XQNQRZQ�DJHQGD��VHFUHF\��HFW��2QO\�UHFHQWO\�ZDV�&KLQD�DFFHSWHG�LQWR�PDMRU�JOREDO�LQVWLWXWLRQV��

DOEHLW�XQGHU�JUHDW�VFUXWLQ\�DQG�VXVSLFLRQ��%HLQJ�WLHG�WR�WKH�35&��WKH�6&2�UHFLHYHV�WKHVH�VDPH�

VXVSLFLRQV��$V�WKH�35&�EHFRPHV�D�VWURQJHU�SOD\HU�RQ�WKH�JOREDO�VWDJH��WKH�HQWLWLHV�WKDW�LW�VXSSRUWV�

DOVR�JDLQ�D�JURZLQJ�LQWHUQDWLRQDO�DXGLHQFH��KDYLQJ�ERWK�SRVLWLYH�DQG�QHJDWLYH�LPSOLFDWLRQV���

%RWK�WKH�LQWHUQDWLRQDO�DQG�GRPHVWLF�SHUFHSWLRQ�RI�WKH�6&2�LV�KLQJHG�RQ�LWV�PHGLD�DQG�

JRYHUQPHQW�SRUWUD\DO��)RU�H[DPSOH��WKH�35&¶V�SUHVLGHQW��;L�-LQSLQJ�GHOLYHUHG�D�VSHHFK�DW�WKH�

��WK�6&2�VXPPLW�LQ�.\UJ\]VWDQ�LQ�������IURP�ZKLFK�PDQ\�UDOO\LQJ�DQG�LGHRORJLFDO�TXRWHV�

�OLVWHG�EHORZ��ZHUH�EURDGFDVWHG�DFURVV�PHGLD�SODWIRUPV�DQG�JRYHUQPHQW�HQWLWLHV���

³:H�VKDOO�VKRXOGHU�WKH�VXEVWDQWLDO�WUXVW�RI�WKH�SHRSOH�RI�DOO�PHPEHU�FRXQWULHV�RI�

WKH�6&2�ZLWK�RXU�WKRXJKWV�DQG�HIIRUWV�GLUHFWHG�WRZDUGV�RQH�JRDO�DQG�FRQWLQXDOO\�

JDWKHU�SRZHUIXO�IRUFHV�WR�DFKLHYH�FRPPRQ�JRDOV�´�

³,QQRYDWLRQ�GULYHQ�GHYHORSPHQW�VKDOO�DOVR�EH�RXU�WRS�SULRULW\��7KH�GLJLWDO�

HFRQRP\��H�FRPPHUFH��$,�DQG�ELJ�GDWD�DUH�DOO�ILHOGV�IRU�RXU�QH[W�URXQG�RI�

FRRSHUDWLRQ�´�

³:H�VKDOO�FKHULVK�WKH�GLYHUVLW\�RI�FLYLOL]DWLRQV��ZH�VKRXOG�QRW�IROORZ�WKH�RXWGDWHG�

PLQGVHW�RI�D�]HUR�VXP�PHQWDOLW\��DQG�ZH�VKDOO�GUDZ�LQVSLUDWLRQV�IURP�HDFK�RWKHU�

WR�EULQJ�QHZ�LPSHWXV�WR�RXU�FXOWXUDO�H[FKDQJH�´�

³7KHUH�LV�DQ�ROG�VD\LQJ�LQ�.\UJ\]VWDQ��/LIH¶V�VWUHQJWK�UHOLHV�RQ�FRRSHUDWLRQ��/HW¶V�

ZRUN�WRJHWKHU�WR�SURGXFH�SUDFWLFDO�RXWFRPHV��DQG�WDNH�WKH�6&2�WRZDUGV�D�EULJKWHU�

IXWXUH�´�

6LQFH�LWV�FUHDWLRQ�LQ�������WKH�6&2�KDV�KDG�WKH�LQWHUQDWLRQDO�SHUFHSWLRQ�RI�DQ�

DQWL�:HVWHUQ�RUJDQL]DWLRQ�IRUPXODWHG�WR�FRXQWHUEDODQFH�WKH�:HVW¶V�LQIOXHQFH�LQ�(XUDVLD��DV�ZHOO�
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DV�D�SRZHUIXO�H[WHQVLRQ�RI�&KLQD�DQG�5XVVLD¶V�DJHQGDV��7KLV�SRLQW�RI�YLHZ��DV�OLVWHG�LQ�$ULV¶�

�����ZRUN�WLWOHG�� �³*OREDO�$OWHUQDWLYHV��5HJLRQDO�6WDELOLW\�DQG�&RPPRQ�&DXVHV��7KH�

,QWHUQDWLRQDO�3ROLWLFV�RI�WKH�6&2�DQG�LWV�5HODWLRQVKLS�WR�WKH�:HVW�´� �XQIRUWXQDWHO\��GRPLQDWHV�WKH�

SHUFHSWLRQ�RI�(XUDVLDQ�SROLWLFV�DQG�GHYHORSPHQWV��7KHUH�H[LVWV�D�YHU\�WUDGLWLRQDO�YLHZ�RI�

KLHUDUFK\�WKDW�DV�RQH�ULVHV��WKH�RWKHUV�PXVW�IDOO��RU�WKDW�WKHUH�LV�DQ�LQQDWH�FRPSHWLWLRQ�IRU�

VXSUHPDF\�ZKHUH�WKHUH�LV�D�VLQJXODU�ZLQQHU���

7KH�RWKHU�YLHZ�RI�WKH�6&2�PHQWLRQHG�LQ�$ULV¶������ZRUN�LV�WKDW�LW�SURYLGHV�D�

QRQWUDGLWLRQDO�SDWK�WRZDUGV�JUHDWHU�GHYHORSPHQW�DQG�HFRQRPLF�LQWHUFRQQHFWHGQHVV�IRU�FRXQWULHV�

ZLVKLQJ�WR�SUHVHUYH�WKHLU�VRYHUHLJQW\��7KHVH�WZR�SHUFHSWLRQV�UHSUHVHQW�GLIIHUHQW�DSSURDFKHV�WR�

WKH�VHOI�RWKHU�G\QDPLF�ZLWKLQ�IRUHLJQ�SROLF\��7KH�IRUPHU�UHSUHVHQWV�D�VXUIDFH�OHYHO��YHU\�GLVWLQFW�

XV�YHUVXV�WKHP�IUDPHZRUN��ZKLOH�WKH�ODWWHU�UHSUHVHQWV�D�PXFK�PRUH�VXEWOH�GLVWLQFWLRQ�EHWZHHQ�

JURXSV�RI�FXOWXUDOO\�VLPLODU�SHRSOH�WKDW�FRXOG�OLNHO\�EH�ZLWKLQ�WKH�VDPH�LQWHUQDWLRQDO�ERUGHUV��7KH�

ODWWHU�VSHFLILFDOO\�UHODWHV�WR�SURWHFWLQJ�VRYHUHLJQW\��DQG�SODFHV�OHVV�HPSKDVLV�RQ�WKH�VHOI�RWKHU�DQG�

XV�WKHP�IUDPHZRUNV��7KLV�GLUHFWO\�OLQNV�WR�D�FROOHFWLYH�LGHQWLW\�EXLOGLQJ�IUDPHZRUN��7KLV�IRUP�RI�

FROOHFWLYH�LGHQWLW\�LV�PRUH�FORVHO\�DVVRFLDWHG�ZLWK�RUJDQL]DWLRQV�OLNH�WKH�(XURSHDQ�8QLRQ��(8���

6&2�PHPEHUVKLS�LV�PRUH�GLUHFWO\�ERXQG�E\�UHDOLVWLF��IXQFWLRQDOLVW�JRDOV�DQG�DJHQGDV��%XW��RQH�

PXVW�DOVR�UHFRJQL]H�WKH�IOXLGLW\�RI�WKHVH�DVVRFLDWLRQV�DQG�LGHQWLWLHV�ZLWKLQ�WKH�VHOI�RWKHU�G\QDPLF��

)RU�WKH�6&2��WKH�UHJLRQDO�VHFXULW\�DQG�YDVW�SRWHQWLDO�IRU�HFRQRPLF�LQWHUDFWLRQ�LV�WKH�PDLQ�SXOO�IRU�

PHPEHUV�WR�MRLQ��7KHUH�LV�D�VHHPLQJO\�HQGOHVV�VHW�RI�SRWHQWLDO�SROLWLFDO�SDUWQHUVKLSV�DQG�

HFRQRPLF�RSSRUWXQLWLHV�IRU�DOO�PHPEHUV�LQYROYHG�XQGHU�FROOHFWLYH�FROODERUDWLRQ�ZLWKLQ�WKH�6&2�

UHJLRQ ���$ULV��6QHWNRY ����������
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,Q�WKH�\HDUV�VLQFH�LWV�LQFHSWLRQ�LQ�������WKH�6&2�KDV�DFFRPSOLVKHG�PXFK�DV�DQ�

RUJDQL]DWLRQ��,W�KDV�VXFFHHGHG�LQ�IRVWHULQJ�DQG�JXLGLQJ�WKH�UHJLRQ¶V�JUHDWHU�FROODERUDWLRQ��EXW�DV�

WHQVLRQV�EHWZHHQ�QDWLRQDO�VRYHUHLJQW\��UHJLRQDO�LGHQWLW\��DQG�RUJDQL]DWLRQDO�VWUDLQ�JURZ��WKH�

6&2�ZLOO�QHHG�WR�UHO\�IXUWKHU�RQ�DQ�HVWDEOLVKHG�UHJLRQDO�LGHQWLW\�LQ�RUGHU�WR�XQLWH�WKH�UHJLRQ��,WV�

HDUO\�VXFFHVVHV�LQ�ILJKWLQJ�WKH�WKUHH�HYLOV��WHUURULVLP��VHSDUDWLVP��H[WUHPLVP��KDYH�VHW�WKH�VWDJH�

IRU�D�YHU\�LQIOXHQWLDO�UHJLRQDO�RUJDQL]DWLRQ��$W�SUHVHQW��WKH�LWHPV�RQ�WKH�DJHQGD�DUH�PXFK�PRUH�

FRQYROXWHG��7KHVH�LQFOXGH��H[SDQGLQJ�HFRQRPLF�WLHV��WUDQVUHJLRQDO�LQIUDVWUXFWXUH�GHYHORSPHQW��

LGHQWLW\�GHYHORSPHQW��DQG�WKH�SHUFHSWLRQ�RI�&KLQHVH�GRPLQDQFH��,WV�DQWL�FRORQLDO�DQG�

DQWL�LPSHULDO�QDUUDWLYH�DUH�LQVWUXPHQWDO�WR�LWV�SDVW�DQG�FXUUHQW�VXFFHVVHV��0RYLQJ�IRUZDUG��,�

SUHGLFW�WKDW�WKH�6&2�ZLOO�H[SHULHQFH�JURZLQJ�VWUDLQV�RQ�LQWHUJRYHUQPHQWDO�FROODERUDWLRQ�DV�LWV�

ODUJHU�HFRQRPLHV�EHFRPH�VWURQJHU��WKXV�UHTXLULQJ�JUHDWHU�UHJLRQDO�LGHQWLW\�LQ�RUGHU�WR�VXSSRUW�

WKH�VPDOOHU�&$�VWDWHV��7R�PDNH�WKH�6&2�D�PRUH�VXFFHVVIXO�LQWHUQDWLRQDO�HQWLW\��WKH�RUJDQL]DWLRQ�

PXVW�FHPHQW�LWV�VKDUHG�UHJLRQDO�ZRUNLQJ�QDUUDWLYHV�DQG�VHFXUH�LWV�HIILFDF\�DQG�XVDELOLW\�ZLWKLQ�

WKH�UHJLRQV�E\�SURPRWLQJ�VXFFHVVIXO�FROODERUDWLRQV�DQG�JURZLQJ�GLDORJXH�FHQWHUHG�DURXQG�WKH�

DSSUHFLDWLRQ�RI�LWV�GLIIHULQJ�FXOWXUHV���

7KH�6&2�VDZ�YDVW�VXFFHVV�LQ�LWV�RULJLQDO�JRDOV�RI�ERUGHU�VHFXULW\��ILJKWLQJ�WHUURULVP��

VHSDUDWLVP�DQG�H[WUHPLVP��DQG�UHJLRQDO�FRQILGHQFH�EXLOGLQJ��$V�WKH�RUJDQL]DWLRQ�JUHZ��VR�GLG�LWV�

DJHQGD��EHFRPLQJ�D�UHJLRQDO�DXWKRULW\�EDFNHG�E\�&KLQD�DQG�5XVVLD��$V�WKH�6&2¶V�JRDOV�URVH�WR�

HQFRPSDVV�LVVXHV�OLNH�HFRQRPLF�GHYHORSPHQW�DQG�JUHDWHU�FRRSHUDWLRQ�DPRQJVW�

QRQ�JRYHUQPHQWDO�HQWLWLHV��WKH�JURZLQJ�QHHG�IRU�D�UHJLRQDO��FROOHFWLYH�LGHQWLW\�DOVR�EHFDPH�

SUHVHQW��7KH�FXUUHQW�6&2�LGHQWLW\�EURDGFDVWV�DQWL�FRORQLDO�DQG�DQWL�LPSHULDO�QDUUDWLYHV��ZKLFK�

HIIHFWLYHO\�XQLILHV�WKH�&$�VWDWHV��%XW��DV�WKH�6&2�DQG�LWV�GULYLQJ�PHPEHUV��&KLQD�DQG�5XVVLD��LQ�
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WKDW�RUGHU��EHFRPH�HYHQ�PRUH�LQIOXHQWLDO�ZLWKLQ�WKH�UHJLRQ��WKH�VPDOOHU�&$�VWDWHV�ZLOO�

LQFUHDVLQJO\�FDOO�IRU�D�JUHDWHU�UHJLRQDO�LGHQWLW\�WKDW�LV�SURJUHVVLYHO\�DGGUHVVLQJ�WKH�FRPPRQ�

YLVLRQV��JRDOV��DQG�YDOXHV�SUHVHQW�LQ�WKH�VPDOOHU�&$�VWDWHV��:KLOH�DQWL�5XVVLDQ�VHQWLPHQWV�ZLWKLQ�

WKH�6&2�UHJLRQ�VWHP�IURP�5XVVLD¶V�SUHYLRXV�LPSHULDOLVW�DJHQGD��DQWL�&KLQHVH�VHQWLPHQWV�DQG�

PLVWUXVW�IURP�ZLWKLQ�WKH�&$�VWDWHV�VWHP�IURP�GLIIHULQJ�FXOWXUDO�YDOXHV�DQG�QRUPV ���'DGDEDHY�

�������

� �
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$VLD�3DFLILF�(FRQRPLF�&RRSHUDWLRQ�

6LQFH�LWV�HVWDEOLVKPHQW�LQ�������WKH�$VLD�3DFLILF�(FRQRPLF�&RRSHUDWLRQ��RU�$3(&��KDV�

JURZQ�WR����HFRQRPLHV�DORQJ�WKH�3DFLILF�5LP�UHSUHVHQWLQJ�����RI�DOO�ZRUOG�WUDGH�DQG�����RI�

WKH�JOREDO�JURVV�GRPHVWLF�SURGXFW��+VLHK�������������7KH�LPSDFW�DQG�LPSRUWDQFH�RI�WKLV�

RUJDQL]DWLRQ�FDQQRW�EH�XQGHUVWDWHG��KRZHYHU�VFKRODUV�KDYH�ORQJ�DUJXHG�DERXW�LWV�VXFFHVV�DQG�LWV�

FDSDFLW\�WR�IXQFWLRQ�DV�DQ�RUJDQL]DWLRQ�PXFK�OLNH�$6($1��7KHVH�WZR�LQVWLWXWLRQV�KDYH�PDQ\�

WKLQJV�LQ�FRPPRQ�IURP�D�GLYHUVH�UDQJH�RI�PHPEHUV�WR�LWV�GHFLVLRQ�PDNLQJ�PHFKDQLVP��KRZHYHU�

WKH�SURJUHVV�WKDW�$3(&�KDV�VKRZQ�LQ�PHHWLQJ�LWV�JRDOV�SURYLGHV�HYLGHQFH�WKDW�D�IOH[LEOH�

IUDPHZRUN�IRU�UHJLRQDO�LQWHJUDWLRQ�DQG�LGHQWLW\�FDQ�ZRUN�VXFFHVVIXOO\��,Q�WKLV�>FKDSWHU��SDUW�RI�

RYHUDOO�GLSORPDF\�ODE�SDSHU@��ZH�ZLOO�ILUVW�DQDO\]H�$3(&¶V�KLVWRU\�DQG�JRDOV�WR�H[DPLQH�ZKDW�

WKH\�KDYH�DFFRPSOLVKHG�DV�ZHOO�DV�WKH�FKDOOHQJHV�LW�IDFHV�DV�DQ�LQWHUQDWLRQDO�RUJDQL]DWLRQ��

6HFRQG��ZH�ZRXOG�H[SORUH�WKH�QRUPV�DQG�KRZ�$3(&�IXQFWLRQV�DV�DQ�RUJDQL]DWLRQ�WR�GHWHUPLQH�

LWV�LGHQWLW\�LQ�UHODWLRQ�WR�PHPEHU�VWDWH�FRRSHUDWLRQ��/DVWO\��ZH�ZLOO�FRQVLGHU�$3(&¶V�SHUFHSWLRQ�

WR�GHWHUPLQH�DW�ZKDW�H[WHQW�LV�$3(&�µSRZHUIXO¶�LQ�SURYLGLQJ�OHVVRQV�WKDW�$6($1�FDQ�OHDUQ�

IURP��

$3(&�ZDV�HVWDEOLVKHG�IRU�WKH�VROH�SXUSRVH�RI�WUDGH�DQG�HFRQRPLF�PDWWHUV��,GHDV�IRU�VXFK�

D�SDQ�3DFLILF�RUJDQL]DWLRQ�EHJDQ�DV�HDUO\�DV������ZLWK�-DSDQ�DQG�LWV�SURSRVDO�IRU�DQ�$VLDQ�

GHYHORSPHQW�IXQG��6XEVHTXHQWO\�LQ�WKH�����¶V��WKH�EXLOGLQJ�EORFNV�IRU�$3(&�ZHUH�VHW�ZLWK�WKH�

FUHDWLRQ�RI�WKH�3DFLILF�%DVLQ�(FRQRPLF�&RXQFLO��FRPSRVHG�RI�UHSUHVHQWDWLYHV�IURP�WKH�SULYDWH�

VHFWRU�RI�$XVWUDOLD��-DSDQ��1HZ�=HDODQG��DQG�WKH�8QLWHG�6WDWHV��DQG�ZLWK�WKH�HVWDEOLVKPHQW�RI�

$6($1�LQ�6RXWKHDVW�$VLD��7KH�UDSLG�JURZWK�RI�UHJLRQDOLVP�LQ�WKH�DUHD�XOWLPDWHO\�OHG�XS�WR�D�
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SURSRVDO�E\�$XVWUDOLDQ�3ULPH�0LQLVWHU�%RE�+DZNH�LQ������WR�HVWDEOLVK�D�³PRUH�IRUPDO�

LQWHUJRYHUQPHQWDO�IRUXP�LQ�WKH�UHJLRQ´�DV�RSSRVHG�WR�VPDOOHU�LQWUD�UHJLRQDO�RU�ELODWHUDO�PHHWLQJV�

H[LVWLQJ�DW�WKDW�WLPH��0F.D\������������/DWHU�WKDW�\HDU�LQ�&DQEHUUD��FRPPHQFHG�WKH�ILUVW�$3(&�

PHHWLQJ�FRPSRVHG�RI�IRUHLJQ�PLQLVWHUV�RI�WKH�RULJLQDO����PHPEHUV��DOVR�NQRZQ�DV�$6($1�����

$XVWUDOLD��&DQDGD��-DSDQ��6RXWK�.RUHD��1HZ�=HDODQG��DQG�WKH�8QLWHG�6WDWHV��0F.D\�������

��������

'XULQJ�WKDW�WLPH�DQG�VWLOO�WRGD\��$3(&�VWDQGV�DV�WKH�ILUVW�RUJDQL]DWLRQ�WR�WU\�DQG�EULQJ�

WRJHWKHU�WKH�WKHRUHWLFDO�³WUDQV�3DFLILF�FRPPXQLW\´��&KHQ�������������5HJLRQDO�FRRSHUDWLRQ�LQ�

WKLV�ODUJH�]RQH�ZDV�QRQ�H[LVWHQW�EHIRUH��EXW�DV�$3(&�H[SDQGV�WR����PHPEHUV��DQG�ZKLOH�WKHUH�

DUH�GLIILFXOWLHV�ZLWK�WKLV��LW�VWLOO�DOORZV�IRU�WKH�3DFLILF�5LP�WR�HQJDJH�DV�ZHOO�DV�EULQJ�WRJHWKHU�DQ�

DG�KRF��EXW�FRPPRQ�DJHQGD�IRU�LWV�UHJLRQDO�LQWHUHVWV��7KURXJK�LWV�QRQ�GLVFULPLQDWRU\�SULQFLSOHV��

$3(&�KDV�KHOSHG�WR�EULQJ�WRJHWKHU�WKH�PDMRU�SRZHUV�DQG�VPDOOHU�VWDWHV�LQ�D�FRPPRQ�SODWIRUP�

IRU�GLDORJXH��DQG�WKLV�LQ�LWVHOI�LV�D�UHPDUNDEOH�IHDW�FRQVLGHULQJ�WKH�GLYHUVLW\�LQ�HFRQRPLHV��

FXOWXUH��DQG�KLVWRU\�WKURXJKRXW�WKH�LOOXVLYH�SDQ�3DFLILF�UHJLRQ��$FKDU\D��������������

$V�WKHUH�ZDV�ZLGHVSUHDG�VXSSRUW�IRU�WKLV�QHZ�RUJDQL]DWLRQ�E\�WKH�PHPEHU�HFRQRPLHV¶�

OHDGHUV��WKHUH�ZDV�OHVV�RI�DQ�DJUHHPHQW�RQ�ZKDW�SUHFLVH�UROH�WKH�RUJDQL]DWLRQ�VKRXOG�SOD\��%HLQJ�

WKDW�LWV�HVWDEOLVKPHQW�ZDV�QRW�EDVHG�RQ�D�WUHDW\��LW�H[LVWV�SXUHO\�DV�DQ�LQVWLWXWLRQ�WKDW�SURPRWHV�

HFRQRPLF�LQWHJUDWLRQ�WKURXJK�D�QRQ�ELQGLQJ�RU�³VRIW�ODZ�DSSURDFK´��+VHLK�������������7KLV�

PHWKRG�ZDV�SXVKHG�KHDYLO\�E\�WKH�$6($1�PHPEHUV�ZKR�EHOLHYHG�WKDW�$3(&�VKRXOG�UHPDLQ�

ORRVH�DQG�LV�FRQVHQVXV�EDVHG�ZLWK�D�VPDOO�6HFUHWDULDW�DV�RSSRVHG�WR�D�WLJKWHU��UXOHV�EDVHG�

DSSURDFK�KHUDOGHG�E\�WKH�VR�FDOOHG�³:HVWHUQ´�PLQGHG�PHPEHUV�VXFK�DV�WKH�8QLWHG�6WDWHV�DQG�

$XVWUDOLD��7KLV�GLYLGH�LV�UHSUHVHQWDWLYH�RI�WKH�ZLGH�DUUD\�RI�YLHZV�RQ�ERWK�VLGHV�RI�WKH�3DFLILF��



���

EXW�ZLWK�WKDW�IOH[LELOLW\��$3(&�FDQ�SOD\�PDQ\�UROHV�DQG�WR�HDFK�PHPEHU��LW�HYROYHV�WR�VHUYH�LWV�

SXUSRVH�WR�SURPRWH�HFRQRPLF�SURJUHVV��

)LQDOO\��LQ�WKH������6HRXO�0HHWLQJ�'HFODUDWLRQ��WKH�PHPEHUV�DJUHHG�RQ�ZKDW�LV�NQRZQ�DV�

WKH�³7KUHH�3LOODUV�RI�$3(&´�WR�FHQWUDOL]H�WKHLU�IRFXV��

��� 6WUHQJWKHQLQJ�WKH�RSHQ�PXOWLODWHUDO�WUDGLQJ�V\VWHP��

��� $FKLHYLQJ�IUHH�DQG�RSHQ�WUDGH�DQG�LQYHVWPHQW�LQ�WKH�$VLD�3DFLILF�E\�D�SURFHVV�RI�

IDFLOLWDWLRQ�DQG�OLEHUDOL]DWLRQ��

��� ,QWHQVLI\LQJ�GHYHORSPHQW�FR�RSHUDWLRQ�LQ�WKH�UHJLRQ��:HL[LQJ������������

7KHVH�JRDOV�DGRSWHG�DOVR�HVWDEOLVKHG�WKH�JXLGHOLQHV�IRU�ZKLFK�WR�DGGUHVV�KRZ�VXFFHVV�

$3(&�KDV�EHHQ�LQ�LWV�DJHQGD��EXW�LW�VKRXOG�EH�QRWHG�WKDW�WKH�YDJXHQHVV�LQ�WKH�7KUHH�3LOODUV�RQFH�

DJDLQ�H[SUHVVHV�WKH�IOH[LEOH�IUDPHZRUN�WKDW�$3(&�ZRUNV�LQ��0F.D\������������1HYHUWKHOHVV��WKH�

PDLQ�RYHUDUFKLQJ�REMHFWLYH�WKDW�$3(&�KDV�VHW�LWVHOI�FDPH�RXW�RI�WKH������,QGRQHVLD�0HHWLQJ�

FDOOHG�WKH�³%RJRU�*RDOV´��,ELG���,W�FDOOHG�IRU�WKH�UHJLRQ�ZLGH�WUDGH�OLEHUDOL]DWLRQ�ZLWK�D������

GHDGOLQH�IRU�GHYHORSHG�HFRQRPLHV�DQG�D������GHDGOLQH�IRU�GHYHORSLQJ�HFRQRPLHV��%XW��GXH�WR�WKH�

RUJDQL]DWLRQ¶V�QRUPV�LQYROYLQJ�LWV�QRQ�ELQGLQJ�DQG�VRIW�ODZ�DSSURDFK�DV�ZHOO�DV�WKH�$VLDQ�

ILQDQFLDO�FULVLV�LQ�WKH�����¶V��SURJUHVV�LV�\HW�WR�EH�VHHQ�LQ�WKH�%RJRU�*RDOV��

+RZHYHU��LW�VKRXOG�EH�QRWHG�WKDW�WRGD\�DOO�RI�WKH�HFRQRPLHV�LQ�WKH�JURXSLQJ�DUH�LQYROYHG�

LQ�RQH�RU�PRUH�RI�WKH�PDMRU�IUHH�WUDGH�QHJRWLDWLRQV�IURP�WKH�7UDQV�3DFLILF�3DUWQHUVKLS��ZKLFK�

JUHZ�RXW�RI�$3(&��WR�WKH�5HJLRQDO�&RPSUHKHQVLYH�(FRQRPLF�3DUWQHUVKLS��DQG�FRXQWOHVV�PRUH�

EL�ODWHUDO�DJUHHPHQWV�HYHQ�WKRXJK�$3(&�LWVHOI�UHPDLQV�QRQ�ELQGLQJ�DQG�LV�\HW�WR�EH�ODEHOHG�D�

IUHH�WUDGH�]RQH�E\�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ��0RUULVRQ�����������7KDW�LV�QRW�WR�VD\�WKDW�

$3(&�LPSDFWHG�WKRVH�GHFLVLRQV��KRZHYHU�WKH�LQVWLWXWLRQDOL]DWLRQ�RI�WKH�DQQXDO�/HDGHUV¶�PHHWLQJ�
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DV�ZHOO�DV�WKH�QRQ�GLVFULPLQDWLRQ�SULQFLSOHV�KDV�DOORZHG�IRU�IUHH�DQG�LQQRYDWLYH�LGHDV�WKDW�EHJDQ�

VXFK�UHODWLRQVKLSV�WKDW�VFKRODUV�KDYH�QRWHG�WR�HVWDEOLVK�WKHVH�PDMRU�IUHH�WUDGH�DQG�HFRQRPLF�

GHDOV��0RVW�RI�WKH�(DVW�$VLDQ�PHPEHUV�DUH�H[SRUW�RULHQWHG�HFRQRPLHV��WKXV��HOLPLQDWLQJ�WUDGH�

EDUULHUV�DQG�UHGXFLQJ�WDULIIV�LV�DQ�LPSRUWDQW�SDUW�RU��VRPH�VD\��EHQHILW�RI�$3(&�ZKHUH�

LQWUD�UHJLRQDO�WUDGH�DFFRXQWV�IRU�����RI�WKH�WRWDO�WUDGH��ZKLFK�LV�PDVVLYH�FRQVLGHULQJ�WKH�VL]H�RI�

$3(&��3DVFKD�������������

7KHUH�LV�PXFK�GLVFXVVLRQ�UHJDUGLQJ�WKH�VXFFHVV�UDWH�RI�$3(&�DQG�LWV�VORZ�SURJUHVV�

WRZDUGV�WKH�%RJRU�*RDOV��6FKRODUV�DUH�GLYLGHG�EHWZHHQ�KRZ�PXFK�$3(&�KDV�DFKLHYHG�RYHU�WKH�

���\HDUV�RI�LWV�HVWDEOLVKPHQW��KRZHYHU��LQ�RSSRVLWLRQ�WR�WKDW��ZH�PXVW�DOVR�H[DPLQH�WKH�

GLIILFXOWLHV�WKDW�$3(&�IDFHV��:LWKLQ�WKH�UHJLRQ��WKHUH�LV�D�YHU\�³ZHDN�VHQVH´�RI�FRPPXQLW\�DQG�

WKHUH�LV�QRW�PXFK�WR�EXLOG�VWURQJ�LQVWLWXWLRQV�IURP��EHDULQJ�LQ�PLQG��IDFWRUV�LQFOXGLQJ�DJH�ROG�

ULYDOULHV�DV�ZHOO�DV�SUHYLRXV�FRQIOLFWV�VXFK�DV�WKH�&ROG�:DU��1DULQH�������������7KH�$VLDQ�

PHPEHUV�DOVR�ZHUH�ZDU\�RI�WRR�PXFK�LQIOXHQFH�IURP�WKH�8QLWHG�6WDWHV�DQG�RWKHU�SRZHUV�PDNLQJ�

WKH�IOH[LEOH�IUDPHZRUN�WKH�DJUHHDEOH�FKRLFH��7KLV�FRPSOH[�(DVW�:HVW�GLYLGH�UHIOHFWV�WKH�SROLWLFDO�

FRPSURPLVH�LQ�WKH�FUHDWLRQ�RI�$3(&��ZKLFK�LV�D�IHDW�LQ�LWVHOI��

$3(&�DOVR�KROGV�DOO�WKUHH�RI�WKH�VR�FDOOHG�&KLQHVH�HFRQRPLHV��&KLQD��+RQJ�.RQJ��DQG�

7DLZDQ��DQG�DV�VXFK��WKH�PHPEHUV�RI�$3(&�DUH�FDOOHG�PHPEHU�HFRQRPLHV�PDNLQJ�PHPEHUVKLS�

YHU\�XELTXLWRXV�DQG�\HW�QRQ�GLVFULPLQDWRU\�WR�DOO�PHPEHUV��7KH�RUJDQL]DWLRQ¶V�UHVSRQVH�WR�WKLV�

VLWXDWLRQ�DURXQG�PHPEHU¶V�FRPIRUW�DQG�WKH�FROOHFWLYH�JURXS�G\QDPLF�LV�UHIOHFWLYH�RI�LWV�FRUH�

SULQFLSOH�RI�UHVSHFWLQJ�PHPEHUV¶�VRYHUHLJQW\��7KLV�JXLGLQJ�FRGH�DOORZV�IRU�WKH�IUHH�SDUWLFLSDWLRQ�

RI�DOO�PHPEHUV�LQ�SURJUHVVLQJ�WKH�RUJDQL]DWLRQ¶V�JRDOV��1HYHUWKHOHVV��WKURXJK�WKHVH�VWUXJJOHV��

$3(&�KDV�GHOLYHUHG�UHVXOWV�LQ�WKH�VXVWDLQHG�JURZWK�RI�WKH�UHJLRQ�DQG�WKH�GHYHORSPHQW�RI�LWV�
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PHPEHU�HFRQRPLHV�LQFOXGLQJ�WKH�DFFHVVLRQ�RI�&KLQD�WR�WKH�:72�DQG�LWV�WUDQV�UHJLRQDO�VFKHPHV�

ZLWKVWDQGLQJ�LWV�ORRVH�DQG�IOH[LEOH�IUDPHZRUN��3DVFKD�����������������

$V�QRWHG��$3(&�LV�QRW�D�OHJDOO\�ELQGLQJ�LQWHUQDWLRQDO�RUJDQL]DWLRQ�GXH�WR�LWV�

HVWDEOLVKPHQW�ZLWKRXW�D�WUHDW\��EXW�LW�IXQFWLRQV�EDVLFDOO\�DV�DQ�LQWHUQDWLRQDO�IRUXP��7KH�PHHWLQJ�

PHFKDQLVP�HQFDSVXODWHV�KRZ�WKH�RUJDQL]DWLRQ�ZRUNV�DQG�ZDV�VWDUWHG�VLQFH�LWV�RULJLQV�LQ������

ZLWK�WKH�DQQXDO�$3(&�/HDGHUV¶�0HHWLQJV�KRVWHG�E\�D�PHPEHU�HFRQRP\��+RZHYHU��EHKLQG�WKH�

VFHQHV��WKHUH�PRUH�WKDQ����RWKHU�PHHWLQJV�WKDW�OHG�XS�WR�WKLV�SHQXOWLPDWH�PHHWLQJ�LQFOXGLQJ�WKH�

LQGLYLGXDOL]H�DQQXDO�$3(&�0LQLVWHULDO�0HHWLQJV�RI�IRUHLJQ�DQG�HFRQRPLF�WUDGH�PLQLVWHUV�DQG�

RWKHU�VHFWRUDO�0LQLVWHULDO�0HHWLQJV�WKDW�FRYHUV�DUHDV�OLNH�HGXFDWLRQ��HQHUJ\��HQYLURQPHQW��

ILQDQFH��VFLHQFH�DQG�WHFKQRORJ\�FRRSHUDWLRQ��VPDOO�EXVLQHVVHV��WHOHFRPPXQLFDWLRQV��WRXULVP��

WUDQVSRUWDWLRQ��DQG�ZRPHQ¶V�DIIDLUV��&KHQ�������������:KLOH�VNHSWLFV�SHUFHLYH�$3(&�DV�D�

WDON�VKRS�ZLWK�DOO�WKHVH�PHHWLQJV��WKH�JDWKHULQJV�SURYLGH�PHDQLQJIXO�SURJUHVV�WR�PHPEHU�

HFRQRPLHV¶�EXUHDXFUDFLHV�XQVHHQ�WR�WKH�SXEOLF��$3(&�SURYLGHV�D�SHUIHFW�YHQXH�RI�OHDGHUV�RI�WKH�

UHJLRQ�WR�PHHW�DQG�EXLOG�XSRQ�³D�FRPPRQ�VHQVH�RI�HFRQRPLF�QRUPV�DQG�YDOXHV�>WR@�VWUHQJWKHQ�

DGKHUHQFH�WR�WKH�LQWHUQDWLRQDO�WUDGH�V\VWHP´��0RUULVRQ�����������

2XW�RI�WKHVH�DQQXDO�/HDGHUV¶�0HHWLQJV�FRPHV�D�YHU\�LPSRUWDQW�GRFXPHQW�WKDW�SURYLGHV�

YRLFH�IRU�WKH�$3(&�FDXVH��DQG�WKH\�DUH�FDOOHG�VXPPLW�µGHFODUDWLRQV�¶�7KHVH�GHFODUDWLRQV�VHW�XS�

WKH�VWDQGDUGV�DQG�QRUPV�RI�WKH�RUJDQL]DWLRQ�RSSRVHG�WR�RUJDQL]DWLRQV�WKDW�IROORZ�D�FKDUWHU�RU�

WUHDW\��7KH�GHFODUDWLRQV�FDQ�EH�TXLWH�ORIW\��ZLWK�WKHPHV�DQG�VORJDQV�OLNH�WKH������/LPD�

'HFODUDWLRQ�WKDW�EHJDQ�ZLWK�³$�1HZ�&RPPLWPHQW�WR�WKH�$VLD�3DFLILF�'HYHORSPHQW�´�:KLOH�WKH�

ZRUGLQJV�DUH�ORRVH��WKH�GHFODUDWLRQ�SURYLGHV�JXLGDQFH�DQG�DXWKRUL]H�IRU�FKDQJH�RQ�DQ�DG�KRF�
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EDVLV�WKDW�DOORZV�$3(&�WR�HYROYH�TXLFNO\�LQ�FULVLV�VLWXDWLRQV�DQG�FUHDWH�QRUPV�DV�QHHGHG�OLNH�WKH�

LGHD�IRU�WKH�µ,QGLYLGXDO�$FWLRQ�3ODQV¶�LQ�WKH�2VDND�'HFODUDWLRQ��:HL[LQJ�������������

7KRXJK�$3(&�UHPDLQV�FRPPLWWHG�WR�WKH�7KUHH�3LOODUV�WKDW�LW�KDG�FUHDWHG��HDFK�\HDU¶V�

GHFODUDWLRQ�DQG�DJHQGD�LV�VHW�E\�WKH�KRVW�PHPEHU�HFRQRP\�SURYLGLQJ�D�JUHDW�GHDO�RI�SRZHU�WR�

WKDW�FHUWDLQ�KRVW�VWDWH�WR�JXLGH�WKH�RUJDQL]DWLRQ�OHDYLQJ�LW�TXLWH�XQVWUXFWXUHG�FRPSDUHG�WR�RWKHU�

UHJLRQDO�JURXSLQJV��WKLV�LV�PRVW�FHUWDLQO\�GXH�WR�WKH�ZHDN�FHQWUDO�$3(&�6HFUHWDULDW�ORFDWHG�LQ�

6LQJDSRUH��7KH�6HFUHWDULDW�ZDV�HVWDEOLVKHG�DW�WKH�%DQJNRN�/HDGHUV�0HHWLQJ�LQ������DQG�LV�YHU\�

OLPLWHG�LQ�UHVRXUFHV�DQG�SRZHU��7KH�$3(&�6HFUHWDULDW�RQO\�KDV����SURIHVVLRQDO�VWDIIHUV��ZKR�DUH�

YLUWXDO�DPEDVVDGRUV�IURP�WKH�PHPEHU�HFRQRPLHV�UDWKHU�WKDQ�SHUPDQHQW�HPSOR\HHV��KHDGHG�E\�D�

URWDWLQJ�H[HFXWLYH�GLUHFWRU��ZKR�LV�D�VHQLRU�RIILFLDO�IURP�WKH�KRVW�PHPEHU�HFRQRP\��ZLWK�YHU\�

PLQLPDO�IXQGLQJ��7KH�$3(&�6HFUHWDULDW�LV�WR�UHPDLQ�VPDOO�GXH�WR�WKH�FRQFHUQ�RI�$VLDQ�PHPEHUV�

ZKR�ZDQW�WR�NHHS�FRVWV�GRZQ�DV�ZHOO�QRW�WR�DOORZ�IRU�DQ\�LPSHGLPHQW�RQ�LWV�VWDWH�VRYHUHLJQW\�

�5DYHQKLOO�������������

7KH�PDMRULW\�RI�$3(&�PHPEHUV�DUH�$VLDQ�VWDWHV�DQG�WKHLU�HPSKDVLV�RQ�NHHSLQJ�VWDWH�

VRYHUHLJQW\�FUHDWHG�WKH�IOH[LEOH�DQG�QRQ�ELQGLQJ�IUDPHZRUN�ZH�VHH�WRGD\��7KH�PDLQ�ZRUNLQJ�

SURFHGXUHV�LQ�$3(&�DUH�GRQH�LQ�FRQVXOWDWLRQ�DQG�PDGH�WKURXJK�FRQVHQVXV�ZLWK�RSHQ�GLDORJXH�

DQG�HTXDO�YRLFH�IRU�DOO�LWV�PHPEHUV��2QFH�WKDW�FRQVHQVXV�LV�PDGH��WKH�PHPEHU�HFRQRPLHV�ZRXOG�

WKHQ�FRQVWUXFW�WKHLU�RZQ�³LQGLYLGXDO�DFWLRQ�SODQV�´�RU�,$3V��WR�DFKLHYH�WKH�JRDO�RI�³XQLODWHUDO�

OLEHUDOL]DWLRQ´��KRZHYHU��WKHVH�,$3V�DUH�VWLOO�QRQ�ELQGLQJ�DQG�FRPSOHWHO\�YROXQWDU\��&KHQ�������

������7KLV�SURFHVV�LV�VHHQ�DV�SDUW�RI�WKH�$VLDQ�DSSURDFK�LQ�PXOWLODWHUDOLVP��EXW�LW�FDQ�DOVR�EH�

XQGHUVWRRG�DV�D�ZD\�WR�FRPEDW�SRZHU�DV\PPHWULHV�LQ�WKH�RUJDQL]DWLRQ�ZKHQ�\RX�KDYH�VWDWHV�OLNH�

3DSXD�1HZ�*XLQHD�FRPSHWLQJ�DJDLQVW�$XVWUDOLD��ZKRVH�*'3�LV�����ODUJHU�WKDQ�3DSXD�1HZ�
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*XLQHD��*DOODQW�������������$Q�REVHUYHU�RI�$3(&�DOVR�QRWHG�WKDW�WKH�$VLDQ�DSSURDFK�WR�

HFRQRPLF�FRRSHUDWLRQ�LV�³WR�DJUHH�RQ�SULQFLSOHV�ILUVW��DQG�WKHQ�OHW�WKLQJV�HYROYH�DQG�JURZ�

JUDGXDOO\´��$FKDU\D�������������:KLOH�WKLV�QHJRWLDWLQJ�VW\OH�ZDV�³RIWHQ�FKDOOHQJHG´�E\�WKH�

:HVWHUQ�PHPEHUV��WKH�PDMRULW\�$VLDQ�PHPEHU�HFRQRPLHV�DOZD\V�RYHUUXOHG�WKHLU�FRXQWHUSDUWV�

DQG�WKH�FRQVXOWDWLYH�QRUPV�UHPDLQ�WKH�VDPH��$FKDU\D�������������

7KH�LQVLVWHQFH�RI�$VLDQ�PHPEHUV�IRU�$3(&�WR�UHPDLQ�EDVHG�RQ�D�FRQVXOWDWLYH�PHFKDQLVP�

ZLWK�LQIRUPDO�PHDVXUHV�LV�HYHQ�PLUURUHG�LQ�WKH�RUJDQL]DWLRQ¶V�QDPH�ZKHUH�$VLDQ�PHPEHUV�

UHMHFWHG�$XVWUDOLD¶V�SURSRVDO�IRU�WKH�$VLD�3DFLILF�(FRQRPLF�&RPPXQLW\�WR�UHPDLQ�WKH�

$VLD�3DFLILF�(FRQRPLF�&RRSHUDWLRQ�LQ�������,W�DOVR�HPSKDVL]HV�WKH�ZD\�RI�EXVLQHVV�LQ�$VLDQ�

FXOWXUH�ZKHUH�LW�³UHYROYHV�DURXQG�LQIRUPDO�IOH[LEOH�µQHWZRUN�EDVHG¶�HFRQRPLHV�URRWHG�LQ�VRFLDO�

UHODWLRQV�DV�RSSRVHG�WR�µILUP�EDVHG¶�HFRQRPLHV�URRWHG�LQ�ODZV�DQG�ELQGLQJ�FRQWUDFWV«>LQ@�WKH�

:HVW´��*DOODQW�������������7KLV�ZDV�LQVWLWXWLRQDOL]HG�LQ�$3(&�ZLWK�WKH�FUHDWLRQ�RI�WKH�,$3V�DW�

WKH�2VDND�0HHWLQJ�LQ������WKDW�-DSDQHVH�RIILFLDOV�KHUDOG�DV�WKH�µ$VLDQ�ZD\�¶�

5HDOLVWLFDOO\��ZLWK�PHPEHUVKLS�H[SDQVLRQ�WR�D�WRWDO�RI����DV�ZHOO�DV�EHLQJ�

FRQVHQVXV�GULYHQ��WKH�$3(&�YRLFH�LV�YHU\�PXFK�FRPSURPLVHG�E\�LWV�PHPEHUV��KRZHYHU��ZKLOH�

VRPH�VD\�WKLV�LV�$3(&¶V�GRZQIDOO��LQVWHDG�LW�LV�DFWXDOO\�LWV�VDYLQJ�JUDFH��%\�DOORZLQJ�LWV�

PHPEHUV�WR�SURWHFW�WKHLU�VSHFLDOL]HG�LQWHUHVWV�DQG�ORZHULQJ�µVRYHUHLJQ�FRVWV¶�E\�FUHDWLQJ�WKHLU�

RZQ�SDUDPHWHUV�DQG�GHDGOLQHV��$3(&¶V�IOH[LEOH�IUDPHZRUN�FUHDWHG�µFRQFHUWHG�XQLODWHUDOLVP�¶�

ZKLFK�EDVLFDOO\�WUDQVODWHV�WR�HYHU\RQH�SURJUHVVLQJ�DW�WKHLU�RZQ�WLPH��EXW�\HW�VWLOO�SURJUHVVLQJ�

HYHU�VR�LQFUHPHQWDO�LQ�D�µFRQFHUWHG¶�HIIRUW�WRJHWKHU��$FKDU\D�������������7KLV�DOVR�PHDQV�WKDW�QR�

PHPEHU�HFRQRPLHV�FDQ�UHMHFW�PHDVXUHV�DV�ORQJ�DV�WKHLU�EDVLF�LQWHUHVWV�IRU�HFRQRPLF�



���

GHYHORSPHQW�ZHUH�QRW�LJQRUHG�DQG�DOORZ�DGDSWDEOH�VWDWH�OHDGHUV�WR�QRW�ILUPO\�ELQG�WKHPVHOYHV�WR�

DQ�DJUHHPHQW��

,Q�WXUQ��WKLV�IRUPHG�ZKDW�LV�FDOOHG�FROOHFWLYH�SHHU�SUHVVXUH�ZKHUH�SODQV�RI�DFWLRQ�FDQ�EH�

LPSOHPHQWHG�E\�HDFK�RI�WKH�PHPEHU�HFRQRPLHV�DQG�\HW�EH�ORRNHG�DW�LQ�FRPSDULVRQ�WR�RWKHU�

VWDWHV�DQG�DOORZ�IRU�FULWLTXHV�DQG�µSUHVVXUH¶�DW�WKH�IUHTXHQW�PHHWLQJV�WKURXJKRXW�WKH�\HDU��3DVFKD�

������������(VVHQWLDOO\��ZKLOH�QR�PHPEHU�HFRQRP\�LV�IRUFHG�WR�SDUWLFLSDWH�LQ�$3(&�VFKHPHV��E\�

RSWLQJ�RXW��WKH�PHPEHU�VWDWH�ZRXOG�KDYH��WR�GHIHQG�LWV�UHSXWDWLRQ�>DV�ZHOO�DV@�LWV�PHPEHUVKLS�LQ�

$3(&´��,ELG���)XUWKHUPRUH��WKH�,$3�SHHU�UHYLHZ�SURFHVV�LV�DNLQ�WR�WKH�RQHV�SUHVHQWO\�LQ�WKH�

:72�FDOOHG�WKH�7UDGH�3ROLF\�5HYLHZ�0HFKDQLVP�DQG�IXUWKHU�HQKDQFHV�WKH�SHHU�SUHVVXUH�

PHFKDQLVPV�E\�WKH�XVH�RI�LQGHSHQGHQW�UHYLHZHUV��WKLV�IOH[LELOLW\�LQFHQWLYHV�WKH�SDUWLFLSDWLRQ�RI�

DOO�PHPEHUV��,Q�WKLV�ZD\��OHDGHUV�RI�WKH�PHPEHU�HFRQRPLHV�FDQ�VWLOO�SURWHFW�GRPHVWLF�LQWHUHVWV�

DQG�SDUWLFLSDWH�LQ�D�UHJLRQDO�DUUDQJHPHQW�WKDW�FRXOG�ERRVW�WKHLU�HFRQRP\�PDNLQJ�LW�D�JRRG�GHDO�

IRU�HYHU\RQH��*DOODQW�������������

:KLOH�,$3V�DQG�WKH�7KUHH�3LOODUV�DUH�WKH�ODUJHU�JRDOV�WKDW�DUH�PDGH�WKURXJK�FRQVHQVXV�

ZLWK�OHDGHUV�RI�WKH�PHPEHU�HFRQRPLHV��WKDW�LV�QRW�WR�VD\�WKDW�PXFK�ZRUN�LV�DOVR�GRQH�DW�WKH�ORZHU�

OHYHOV�WKURXJK�WKH�PDQ\�ZRUNLQJ�JURXSV�WKDW�DUH�MXVW�DV�LQIOXHQWLDO�DV�WKRVH�ODUJHU�REMHFWLYHV�DV�

WKH\��WRR��KDYH�WKHLU�RZQ�PHFKDQLVPV�DQG�IOH[LELOLW\�WR�IDFLOLWDWH�JUHDWHU�WUDGH�DQG�LQYHVWPHQW�

WKURXJKRXW�WKH�UHJLRQ��7KH�$3(&�%XVLQHVV�$GYLVRU\�&RXQFLO�LV�NQRZQ�WR�EH�RQH�RI�WKH�PRVW�

LQIOXHQWLDO�ZRUNLQJ�JURXSV�LQ�WKH�RUJDQL]DWLRQ�EULGJLQJ�WKH�SXEOLF�DQG�SULYDWH�VHFWRU��7KH�

&RXQFLO�LV�FRPSRVHG�RI�EXVLQHVV�OHDGHUV�DSSRLQWHG�E\�WKH�$3(&�PHPEHU�HFRQRPLHV�DQG�

UHSUHVHQW�EXVLQHVV�LQWHUHVWV�RI�ZKLFK�WKH\�FDQ�DGYLVH�$3(&�OHDGHUV�RQ�KRZ�WR�EHWWHU�IDFLOLWDWH�

WUDGH�DQG�LQFUHDVH�LQYHVWPHQW��5DYHQKLOO�������������:KLOH�WKH�%XVLQHVV�$GYLVRU\�&RXQFLO�LV�
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HVVHQWLDO�WR�$3(&¶V�ZRUN��WKHUH�DUH�FRXQWOHVV�RWKHU�JURXSV�LQFOXGLQJ�WKH�OLNHV�RI�WKH�

(QYLURQPHQWDO�3URWHFWLRQ�*URXS�DV�ZHOO�DV�WKH�+HDOWK�*URXS�WKDW�LV�GRLQJ�WKH�ZRUN�ZLWKLQ�WKH�

VFRSH�PDQDJHDEOH�WR�$3(&��

7R�LWV�FULWLFV��DV�ZHOO�DV�VRPH�RI�LWV�:HVWHUQ�PHPEHUV��WKHUH�LV�D�GLVVHQW�LQ�WKDW�WKH\�ZDQW�

$3(&�WR�HYROYH�PRUH�LQWR�DQ�HFRQRPLF�DQG�VHFXULW\�RUJDQL]DWLRQ��:HL[LQJ������������7KRXJK�

$3(&�FDQ�DOVR�EH�FODVVLILHG�DV�D�GH�IDFWR�VHFXULW\�VXPPLW�DV�ZRUOG�OHDGHUV�DUH�ERXQG�WR�WDON�

DERXW�VHFXULW\�LVVXHV�OLNH�IRU�H[DPSOH�LQ�WKH������$3(&�0HHWLQJ�LQ�0H[LFR��ZKHUH�WKH������

DWWDFNV�DQG�FRXQWHU�WHUURULVP�GRPLQDWHG�WKH�FRQYHUVDWLRQ�SRLQWV��KRZHYHU�LW�ZDV�LQ�UHODWLRQ�WR�

HFRQRPLF�PDWWHUV�DQG�GXULQJ�LWV�FUHDWLRQ��WKH�:HVWHUQ�PHPEHU�HFRQRPLHV�ZDQWHG�WR�SRVLWLRQ�

$3(&�DV�D�PHFKDQLVP�WR�FRQWDLQ�&KLQD��KRZHYHU�LQVWHDG��LW�EHFDPH�D�WRRO�IRU�WKH�UHHQWU\�RI�

&KLQD�WR�WKH�JOREDO�HFRQRP\��0DXOO�������������1HYHUWKHOHVV��LQ�WKH�WUDQV�3DFLILF�UHJLRQ��WKHUH�

DUH�DOUHDG\�PXOWLSOH�VHFXULW\�FRQIHUHQFHV�DQG�RUJDQL]DWLRQV�VXFK�DV�WKH�$5)�DQG�WKH�6KDQJUL�/D�

'LDORJXH��DOEHLW�$3(&�GRHV�KDYH�D�PRUH�LQFOXVLYH�DQG�ORIWLHU�PHPEHUVKLS��LW�FHUWDLQO\�GRHV�QRW�

KDYH�WKH�VFRSH�IRU�LW�GXH�WR�WKH�ZHDN�6HFUHWDULDW�DQG�LWV�FRQVHQVXV�GULYHQ�QRUPV�DV�ZHOO�DV�D�

³FOHDU�FRPPRQ�SROLWLFDO�DJHQGD´��3DVFKD�������������+RZHYHU��EHLQJ�WKDW�WKH�IUDPHZRUN�LV�VR�

IOH[LEOH��$3(&�FDQ�FHUWDLQO\�HYROYH�LQWR�WKDW�UROH�LQ�WKH�IXWXUH��

$V�ZH�FDQ�VHH��ZKLOH�WKH�QRUPV�DQG�IXQFWLRQV�RI�$3(&�LV�GRPLQDWHG�E\�LWV�PDMRULW\�

$VLDQ�PHPEHUV�WKURXJK�WKH�VRIW�ODZ�DSSURDFK�ZLWK�QRQ�ELQGLQJ�FRPPLWPHQWV�DQG�GHFLVLRQV�

PDGH�WKURXJK�FRQVHQVXV��WKH�SROLWLFDO�FRPSURPLVHV�PDGH�E\�WKH�:HVWHUQ�PHPEHU�HFRQRPLHV�

LQFOXGLQJ�&DQDGD��$XVWUDOLD��DQG�WKH�8QLWHG�6WDWHV�SURYHV�WR�VKRZ�WKH�LPSRUWDQFH�RI�EHLQJ�LQ�DQ�

RUJDQL]DWLRQ�OLNH�$3(&��$3(&�LV�FRQVLGHUHG�WR�EH�D�EXLOGLQJ�EORFN�LQ�D�³FRQWLQXDO�SURFHVV�RI�
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LQWHJUDWLRQ�DQG�JURZLQJ�FRQQHFWLYLW\´�LQ�WKH�UHJLRQ��DQG�VWD\HG�UHOHYDQW�WR�KHDYLO\�FRQWULEXWH�

WRZDUGV�EHWWHULQJ�WUDGH�OLEHUDOL]DWLRQ�DQG�IDFLOLWDWLRQ�RI�WKH�3DFLILF�5LP��0RUULVRQ�������������

6LQFH�$3(&�VSDQV�ERWK�WKH�HDVWHUQ�DQG�ZHVWHUQ�3DFLILF�VHDERDUG��VFKRODUV�RIWHQ�ODEHO�LW�D�

WUDQV�UHJLRQDO�RUJDQL]DWLRQ�EULGJLQJ�GLIIHUHQW�UHJLRQV�WRJHWKHU�DV�RSSRVHG�WR�WKH�(XURSHDQ�8QLRQ�

DQG�HYHQ�$6($1�ZKHUH�PHPEHUVKLS�LV�WLHG�JHRJUDSKLFDOO\�DQG�VRPHZKDW�FXOWXUDOO\��$3(&�

VWDQGV�DSDUW�DV�D�WUDQV�UHJLRQDO�RUJDQL]DWLRQ�XQOLNH�RUJDQL]DWLRQV�DW�D�JUDQGHU�JOREDO�OHYHO�RU�

HYHQ�D�VPDOOHU�VXE�UHJLRQDO�OHYHO��PDNLQJ�LW�WUXO\�WKH�H[FHSWLRQ��3DVFKD�������������:KLOH�

UHJLRQDO�RUJDQL]DWLRQV�KDYH�SUREOHPV�RI�WKHLU�RZQ��DW�D�WUDQV�UHJLRQDO�OHYHO�VXFK�DV�$3(&��WKH�

SUREOHPV�DUH�HYHQ�PRUH�PDJQLILHG��$FKDU\D��������VWDWHG��³$3(&�LV�VLPSO\�D�SUDJPDWLF�DQG�

SUDFWLFDO�UHVSRQVH�WR�VLWXDWLRQV�LQ�ZKLFK�PXOWLODWHUDOLVP�LV�EHLQJ�FRQVWUDLQHG�E\�LQGLYLGXDO�VWDWH�

LQWHUHVWV´��������,Q�WKLV�YLHZ��$3(&�LV�UHPDUNDEO\�VXFFHVVIXO�LQ�EHLQJ�DEOH�WR�EULQJ�WRJHWKHU�D�

FRPSOH[�VHULHV�RI�UHODWLRQVKLSV�DFURVV�WKH�3DFLILF�5LP�UDQJLQJ�IURP�³IRUPDO�DQG�LQIRUPDO�

JRYHUQPHQWDO�DUUDQJHPHQWV��QRQ�JRYHUQPHQWDO�SURFHVVHV��DQG�VXSSO\�DQG�SURGXFWLRQ�FKDLQV´�

�:HL[LQJ������������

+RZHYHU��$3(&�GRHV�KDYH�D�SHUFHSWLRQ�RI�EHLQJ�D�PHUH�WDON�VKRS��E\�VFKRODUV�DQG�

$3(&�FLWL]HQV�DOLNH��ZLWK�WKH�ODFN�RI�D�FHQWUDOL]HG�GULYLQJ�PHVVDJH�DQG�SROLF\��7KLV�LV�

H[HPSOLILHG�E\�PXOWLSOH�VSHHFKHV�IURP�JRYHUQPHQW�RIILFLDOV�LQFOXGLQJ�WKH�IRUPHU�$XVWUDOLDQ�

)RUHLJQ�0LQLVWHU�*DUHWK�(YDQV�ZKR�UHPDUNHG�WKDW�$3(&�VWDQGV�IRU�³�D�SHUIHFW�H[FXVH�IRU�

FRIIHH´�RU�WKDW�³$3(&�DUH�IRXU�DGMHFWLYHV�LQ�VHDUFK�RI�D�QRXQ´��0F.D\������������$3(&¶V�

KLJK�SURILOH�GLDORJXHV�RI�ZRUOG�OHDGHUV�DUH�SDUW�RI�WKH�UHDVRQ�ZK\�LW�KDV�EHHQ�VR�KHDYLO\�

FULWLFL]HG��KRZHYHU�WKHVH�VXPPLWV�DOVR�VWUHQJWKHQ�$3(&¶V�UHOHYDQFH�RQ�WKH�JOREDO�VWDJH��7KH�

/HDGHUV¶�0HHWLQJV�DQG�WKH�RWKHU�ORZHU�OHYHO�PLQLVWHULDO�PHHWLQJV�DUH�H[WUHPHO\�VXFFHVVIXO�LQ�
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HVWDEOLVKLQJ�WUDGH�PDQGDWHV�VXSSRUWLQJ�WKH�:72�LQ�LWV�PLVVLRQV�DV�ZHOO�DV�RWKHU�LVVXHV�VXFK�DV�

FRXQWHU�WHUURULVP�DQG�DQWL�FRUUXSWLRQ�LQ�UHODWLRQ�WR�HFRQRPLF�PDWWHUV��+VLHK�������������

+VLHK��������VWDWHG�WKDW�WKHUH�DUH�³ �HPSLULFDO�HYLGHQFH�LQ�WKH�SDVW�WZR�GHFDGHV�VLPLODUO\�

GHPRQVWUDWHV�$3(&�PHPEHUV¶�VXEVWDQWLYH�SURJUHVV��SDUWLFXODUO\�LQ�DUHDV�RI�EXVLQHVV�PRELOLW\��

VWDQGDUGV��DQG�FRQIRUPDQFH��DQG�LQWHOOHFWXDO�SURSHUW\�ULJKWV´��������7KLV�IXUWKHU�SURYHV�WKH�

VLJQLILFDQFH�DQG�UHOHYDQFH�RI�WKH�RUJDQL]DWLRQV¶�ZRUN�DV�ZHOO�DV�LWV�QRUPV��:KLOH�$3(&�

IXQFWLRQV�RQ�D�QRQ�ELQGLQJ��FRQVXOWDWLYH�OHYHO��WKHVH�DGYDQFHPHQWV�LQ�WUDGH�OLEHUDWLRQ�DQG�

PXOWLODWHUDOLVP�LQ�WKH�UHJLRQ��VKRZ�WKDW�HYHQ�WKRXJK�WKH�SROLF\�DQG�PDQGDWHV�DUH�QRQ�ELQGLQJ��

PHPEHU�HFRQRPLHV�DUH�DEOH�WR�RSW�LQ�DQG�SURJUHVV�DW�WKHLU�RZQ�WLPHIUDPH��WKXV��IXUWKHU�DOORZLQJ�

PRUH�SDUWLFLSDWLRQ�LQ�WKH�GHYHORSPHQW�RI�WKH�3DFLILF�5LP��0F.D\��������VWDWHG�WKDW�³LI�D�YLDEOH�

$VLD�3DFLILF�FRPPXQLW\�LV�WR�EH�EXLOW��$3(&�ZLOO�EH�FHQWUDO�WR�WKH�SURMHFW´��������

$3(&�DQG�$6($1�DUH�YHU\�VLPLODU�RUJDQL]DWLRQV�LQ�WHUPV�RI�WKH�QRUPV�WKDW�WKH\�IROORZ�

DV�ZHOO�DV�WKH�GLYHUVLW\�RI�PHPEHUV�LQ�WKHLU�RUJDQL]DWLRQ��7KH\�ERWK�KDYH�D�ZHDN�6HFUHWDULDW�DV�

ZHOO�DV�IXQFWLRQLQJ�RQ�D�QRQ�ELQGLQJ��FRQVHQVXV�GULYHQ�OHYHO��0RVW�PHPEHUV�RI�$6($1�DUH�DOVR�

LQ�$3(&��EXW�WKDW�LV�ZKHUH�WKH�VLPLODULWLHV�HQG��$6($1�GRHV�KDYH�D�FKDUWHU�DQG�KDV�DVSLUDWLRQV�

WR�EHFRPH�PRUH�RI�D�FRPPXQLW\�UDWKHU�WKDQ�D�µFRRSHUDWLRQ¶�DV�$3(&��ZKR�UDWKHU�IRFXVHV�VROHO\�

RQ�HFRQRPLF�PDWWHUV��$3(&�PHPEHUVKLS�LV�DOVR�PXFK�ODUJHU�DQG�KDV�D�YDVW�SRZHU�DV\PPHWU\�

ZKHUH�PHPEHUV�OLNH�WKH�8QLWHG�6WDWHV�DQG�5XVVLD�DUH�IDFHG�DJDLQVW�3HUX�DQG�3DSXD�1HZ�*XLQHD��

7KHVH�UHDVRQV�DUH�ZK\�WKH�IOH[LEOH�IUDPHZRUN�LV�D�JUHDW�VROXWLRQ��EHFDXVH�LW�DOORZV�IRU�

LQQRYDWLRQ�WR�KDSSHQ�VR�WKH�RUJDQL]DWLRQ�FDQ�HYROYH�WR�PHHW�WKH�QHHGV�RI�LWV�PHPEHUV�DV�ZHOO�DV�

³DFFRPPRGDWH�WKH�GLYHUVLW\�RI�WKH�UHJLRQDO�HFRQRPLHV´��:HL[LQJ�����������
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,GHQWLW\�EXLOGLQJ�LQ�VXFK�D�GLYHUVH�UHJLRQ�ZLWK�GLIIHUHQW�LQWHUHVWV�LQ�PLQG�IURP�WKH�

PHPEHU�VWDWHV�LV�GLIILFXOW�LI�QRW�LPSRVVLEOH�IRU�WKH�VFRSH�WKDW�H[LVWV�ZLWKLQ�$3(&��:KLOH�WKHUH�

PD\�QHYHU�EH�DQ�$3(&�3DFLILF�FLWL]HQ��$6($1�FDQ�OHDUQ�IURP�$3(&�LQ�LWV�VSHFLILHG�IRFXV�DQG�

DGYRFDF\�LQ�LWV�UHJLRQDO�FDSDFLW\�EXLOGLQJ��%\�ILUVW�VROHO\�IRFXVLQJ�RQ�D�VXEMHFW�PDWWHU�OLNH�

HFRQRPLF�PDWWHUV��WKH�IOH[LEOH�IUDPHZRUN�FDQ�DOORZ�IRU�HYROXWLRQ�LQ�WKH�IXWXUH��$V�IRU�$6($1¶V�

FRPPXQLW\�EXLOGLQJ��$3(&�KDV�QRW�DFKLHYHG�WKLV��KRZHYHU��E\�VWDQGDUGL]LQJ�PLQLVWHULDO�DQG�

ORZHU�OHYHO�PHHWLQJV�DV�ZHOO�DV�HQJDJLQJ�WKH�SULYDWH�VHFWRU�DV�VXFFHVVIXOO\�DV�$3(&�KDV�

DFKLHYHG��LW�ZLOO�IXUWKHU�FUHDWH�WKH�SXEOLF�HQJDJHPHQW�DQG�VXSSRUW�IRU�D�GLYHUVH�$6($1�

FRPPXQLW\��

� �
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&RQFOXVLRQ�

,Q�WKH� �6WDWH�RI�6RXWKHDVW�$VLD�������6XUYH\�5HSRUW ��GRQH�E\�WKH�$6($1�6WXGLHV�&HQWUH�LQ�

6LQJDSRUH��PDQ\�RI�WKH�SHRSOH�SROOHG�VKDUHG�D�FRQFHUQ�WKDW�$6($1�LV�EHFRPLQJ�WKH�³DUHQD´�IRU�

D�JHRSROLWLFDO�EDWWOH�EHWZHHQ�&KLQD�DQG�WKH�86��DQG�FDOOHG�IRU�WKH�³VWUHQJWKHQLQJ�RI�$6($1�

UHVLOLHQFH�DQG�XQLW\�WR�IHQG�RII�>H[WHUQDO@�SUHVVXUH´��7DQJ��������7KLV�GDWD�VKRZFDVHV�WKH�

XUJHQF\�IRU�$6($1�UHIRUP�WR�FUHDWH�D�PRUH�FRKHVLYH�UHJLRQDO�JURXSLQJ� �ZLWK�WKH�RUJDQL]DWLRQDO�

VWUHQJWK�WR�IXUWKHU�HIIHFWLYHO\�YRLFH�WKH�UHJLRQV
�DJHQGD�DQG�VHH�WKRVH�LWHPV�WKURXJK�DVLGH�IURP�

JHRSROLWLFV��

$V�WKH�LQWURGXFWLRQ�WR�WKLV�FROOHFWLRQ�RI�SDSHUV�LQGLFDWHV��RXU�DQDO\VHV�LQGLFDWH�WKDW�

WUDQV�UHJLRQDO�GLDORJXH�LV�WKH�PRVW�SURPLQHQW�WKHPH�ZLWKLQ�LQWHUQDWLRQDO�RUJDQL]DWLRQV�DORQJVLGH�

PHPEHUVKLS�H[SDQVLRQ��HFRQRPLF�FROODERUDWLRQ�DQG�GLDORJXH��WKH�DELOLW\�WR�SURMHFW�QRUPV��DQG�

VRYHUHLJQW\��KRZHYHU��GHIHQVH�LV�WKH�WKHPH�OHDVW�IRFXVHG�XSRQ�DFURVV�HDFK�LQWHUQDWLRQDO�

RUJDQL]DWLRQ�H[DPLQHG��(DFK�RI�RXU�,2¶V�LOOXPLQDWH�WKHLU�RZQ�SRLQW�ZLWKLQ�$6($1¶V�

IXQFWLRQDOLW\��7R�EHFRPH�D�PRUH�VXFFHVVIXO�DQG�HIIHFWLYH�WUDQV�UHJLRQDO�RUJDQL]DWLRQ��

HPSKDVL]LQJ�LQWUD�UHJLRQDO�GLDORJXH�DQG�HFRQRPLF�FROODERUDWLRQ�VHUYH�DV�WKH�PRVW�VDOLHQW�IRU�WKH�

FRQWLQXHG�GHYHORSPHQW�DQG�IXQFWLRQDOLW\�RI�$6($1��7KLV�FRQFOXVLRQ�ZLOO�SURYLGH�D�VXFFLQFW�

RYHUYLHZ�RI�VRYHUHLJQW\��FROOHFWLYH�LGHQWLW\��DQG�RUJDQL]DWLRQDO�VWUHQJWK�WKURXJK�D�PXOWLIDFHWHG�

FRPSDULVRQ�ZLWK�HDFK�RI�WKH�LQWHUQDWLRQDO�RUJDQL]DWLRQV�VWXGLHG���

7KH�$8�SURYLGHV�D�VWUXFWXUH�RXWOLQLQJ�WKH�LPSRUWDQFH�RI�GLVVHPLQDWLQJ�QRUPV�ZLWKLQ�WKH�

PHPEHUV�RI�D�UHJLRQDO�HQWLW\��7KLV�SURYLGHV�D�SRVVLEOH�IUDPHZRUN�IRU�$6($1�LI�DOO�PHPEHUV�

ZHUH�UHTXLUHG�WR�GRPHVWLFDOO\�DSSO\�WKH�FKDUWHU�RI�WKHLU�PHPEHUVKLS��7KH�$8�LGHDOO\�SURPRWHV�D�
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VHW�RI�VWDQGDUGV�WKDW�DOO�VWDWHV�DUH�UHTXLUHG�WR�XSKROG�ZLWKLQ�WKHLU�RZQ�DUHD�RI�RSHUDWLRQ��:KHQ�

FDUULHG�RXW�HIIHFWLYHO\��WKH�$8¶V�PRGHO�GHPRQVWUDWHV�D�KHDOWK\�EDODQFH�RI�FXOWXUDO�DSSUHFLDWLRQ�

DQG�GHPRFUDWLF�LGHDOV��+RZHYHU��LQ�RUGHU�IRU�$6($1�WR�DGRSW�D�VLPLODU�RUJDQL]DWLRQDO�

SURMHFWLRQ��PDLQWDLQLQJ�LQGLYLGXDO�VRYHUHLJQW\�LV�FDOOHG�LQWR�TXHVWLRQ��7KH�$8¶V�DXWKRULW\�RYHU�

QRUP�FRQVWUXFWLRQ�LV�GHULYHG�IURP�WKH�DELOLW\�WR�LPSRVH�VDQFWLRQV�RQ�PHPEHUV�ZKR�GR�QRW�

FRQIRUP�RQFH�WKH\¶YH�UDWLILHG�WKH�$8�FKDUWHU��7KDW�LV�QRW�WR�VD\�WKDW�$6($1�ZRXOG�QRW�KDYH�WKH�

IXQFWLRQ�RI�LQIOXHQFH�RYHU�WKH�LQGLYLGXDO�VWDWHV�ZLWKLQ�WKHLU�RUJDQL]DWLRQ��EXW�LW�VKRXOG�EH�

UHFRJQL]HG�DV�PRUH�RI�D�VRIW�SRZHU��)RU�WKH�$8�WR�EH�XVHG�DV�DQ�H[DPSOH��LW�PXVW�EH�UHFRJQL]HG�

DV�KDYLQJ�DXWKRULW\�ZKHUH�$6($1�GRHV�QRW��7KHLU�RUJDQL]DWLRQDO�QRUPV�DUH�D�FRQGLWLRQ�IRU�HDFK�

PHPEHU��UDWKHU�WKDQ�D�VXJJHVWLRQ�RI�RSHUDWLRQ��,I�$6($1�VWDWHV�DUH�QRW�ZLOOLQJ�WR�FRQFHGH�

VRYHUHLJQW\�LQ�RUGHU�WR�IXQFWLRQDOL]H�WKLV�DSSURDFK��WKHQ�LW�PXVW�LQFUHDVH�WKHLU�LQIOXHQWLDO�SRZHUV��

7KH�&R(�SURYLGHV�D�SRVVLEOH�IUDPHZRUN�IRU�$6($1�XQGHU�WKH�FRQGLWLRQ�WKDW�$6($1�

DFNQRZOHGJHV�WKDW�LWV�LQWHUQDWLRQDO�SRZHU�LV�PHUHO\�UHVWULFWHG�WR�WKHLU�FXUUHQW�UHJLRQ��7KH�

&RXQFLO�UHFRJQL]HV�WKDW�LWV�SRZHU�LV�PLQLPDO�DQG�DOVR�UHPDLQV�SDVVLYH�XQGHU�LQWHUQDWLRQDO�ODZ��

5DWKHU�WKDQ�KDYLQJ�WKH�DELOLW\�WR�LPSRVH�FHUWDLQ�UXOHV�DQG�UHJXODWLRQV�RXWVLGH�RI�WKH�(XURSHDQ�

UHJLRQ��LWV�LQIOXHQFH�DFFUXHV�WR�RWKHU�QDWLRQ�VWDWHV�ZKLFK�GHFLGH�WR�XWLOL]H�WKH�(&+5�DV�D�

SUHFHGHQW�IRU�KXPDQ�ULJKWV�DQG�HTXDOLW\��0RUHRYHU��WKH�&RXQFLO�VKDUHV�D�FKDUDFWHULVWLF�ZLWK�

$6($1�LQ�WHUPV�RI�PDLQWDLQLQJ�GLVWLQFW�QDWLRQDO�VRYHUHLJQW\��7KH�TXHVWLRQ�LV�QRW�ZKHWKHU�

QDWLRQDO�VRYHUHLJQW\�LV�D�GHWULPHQW�WR�WKH�RUJDQL]DWLRQ¶V�LGHQWLW\��EXW�UDWKHU�ZKHWKHU�WKH�

SURPRWLRQ�RI�VRYHUHLJQW\�LV�WKH�PRVW�SUDFWLFDO�DYHQXH�IRU�$6($1¶V�HIIHFWLYHQHVV��$�GLVFXUVLYH�

IUDPHZRUN�LV�OHVV�HIILFLHQW�LQ�WKH�FRQWH[W�RI�WKH�&RXQFLO��EXW�$6($1�FDQ�LPSOHPHQW�VDIHJXDUGV�

ZLWKLQ�WKH�RUJDQL]DWLRQ�WR�UHVROYH�WKLV�IDLOXUH��'HVSLWH�WKLV�TXHVWLRQ�RI�VRYHUHLJQW\¶V�FRUUHODWLRQ�
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ZLWK�VXFFHVV��LI�LW�ZDQWV�WR�XVH�WKH�&RXQFLO�DV�DQ�H[HPSODU��$6($1�ZLOO�ILUVW�KDYH�WR�FRQFHGH�

WKDW�WKH�RUJDQL]DWLRQ�ZLOO�QRW�KDYH�SRZHU��EXW�UDWKHU�LQIOXHQFH���

7KH�&,6�FKDSWHU�VKRZHG�WKDW�D�NH\�OHVVRQ�IRU�$6($1�LQ�GHYHORSLQJ�D�VHQVH�RI�UHJLRQDO�

LGHQWLW\�ZKLOH�VWLOO�PDLQWDLQLQJ�HDFK�PHPEHU¶V�QDWLRQDO�VRYHUHLJQW\�LV�VWUDLJKWIRUZDUG��GR�QRW�OHW�

D�VLQJOH�FRXQWU\�EH�WKH�GRPLQHHULQJ�SRZHU�EHKLQG�WKH�RUJDQL]DWLRQ��:LWKLQ�$6($1¶V�PHPEHU�

VWDWHV��GHVSLWH�HDFK�QDWLRQ¶V�YDULDQFH�LQ�*'3��RYHUDOO�LQGXVWULDO�GHYHORSPHQW��DQG�WRWDO�H[SRUWV��

QR�RQH�FRXQWU\�WUXO\�FRPPDQGV�WKH�KHOPV�RI�WKH�RUJDQL]DWLRQ��$V�VHHQ�ZLWK�WKH�&,6��WKH�

SUHVHQFH�RI�D�KHJHPRQLF�SRZHU�UHVXOWV�LQ�DQ�RUJDQL]DWLRQ�WKDW�LV�SULPDULO\�GULYHQ�E\�WKH�DJHQGD�

RI�WKDW�SRZHU��$6($1�ZDV�LQLWLDOO\�IRUPHG�WR�PDLQWDLQ�VWDELOLW\�EHWZHHQ�WKH�QDWLRQV�RI�

6RXWKHDVW�$VLD��DQG�LW�KDV�XSKHOG�WKLV�VWDQGDUG��,W�VKRXOG�EH�FDXWLRXV��KRZHYHU��RI�RXWVLGH�

KHJHPRQLF�HQFURDFKPHQW��$QRWKHU�OHVVRQ�IURP�WKH�&,6�LV�WKDW�$6($1�VKRXOG�EHFRPH�PRUH�

PRUH�HFRQRPLFDOO\�LQWHJUDWHG��ZKLFK�LV�GLUHFWO\�EHQHILFLDO�WR�WKH�8QLWHG�6WDWHV��$6($1�LV�D�NH\�

86�WUDGLQJ�SDUWQHU��EXW�LWV�ODFN�RI�LQWHJUDWLRQ�KDV�EHHQ�ZRUULVRPH�WR�$PHULFDQ�LQYHVWRUV���

7KH�6&2�SURYLGHV�D�VXFFHVVIXO�IUDPHZRUN�IRU�D�WUDQV�UHJLRQDO�HQWLW\�WKDW�SULRULWL]HV�

HFRQRPLF�FROODERUDWLRQ��UHJLRQDO�GHYHORSPHQW�DQG�JRYHUQPHQW�WR�JRYHUQPHQW�GLDORJXH�RYHU�DOO�

RWKHU�DJHQGD�SRLQWV��7KHUH�LV�KDUGO\�DQ\�UHDOLVWLF�HPSKDVLV�SODFHG�RQ�FUHDWLQJ�DQG�PDLQWDLQLQJ�D�

FROOHFWLYH�LGHQWLW\��DQG�PXFK�PRUH�HPSKDVLV�SODFHG�RQ�VXFFHVVIXO�FROODERUDWLRQ��,QWUD�UHJLRQDO�

GLDORJXH�LV�YLWDO�WR�WKH�VXFFHVV�RI�WKH�6&2��DQG�SDLUV�ZHOO�ZLWK�WKH�UHJLRQ¶V�FROOHFWLYH�DJHQGD��

'XH�WR�WKH�UHJLRQ¶V�UHPDLQLQJ�WHQVLRQV�IROORZLQJ�WKH�HUD�RI�6RYLHW�5XVVLD��WKHUH�LV�JUHDW�

HPSKDVLV�SODFHG�RQ�WKH�6&2�RSHUDWLQJ�DV�DQ�DQWL�LPSHULDO��DQWL�FRORQLDO�HQWLW\��7KLV�IXQFWLRQDOLW\�

KDV�WKH�SRWHQWLDO�WR�SURYLGH�JUHDW�LQVLJKW�RQ�WKH�UHJLRQ¶V�SULRULWLHV�ZLWK�UHVSHFW�WR�WKH�86¶V�
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LQWHUQDWLRQDO�DJHQGD�WKURXJK�JDLQLQJ�D�EHWWHU�XQGHUVWDQGLQJ�RI�QRQ�:HVWHUQ�VWDWHV�DQG�WKHLU�

LQWHUDFWLRQV���

��$3(&
V�SURFHVV�RI�XVLQJ�D�IOH[LEOH�GLDORJXH�VWUXFWXUH ��DOORZV�LW�WR�FRQWLQXDOO\�HYROYH�WR�

PHHW�WKH�JURZLQJ�QHHGV�RI�WKH�RUJDQL]DWLRQ��EXW�ZLWK�UHVSHFW�WR�LQGLYLGXDO�VRYHUHLJQW\��8QOLNH�

$6($1��$3(&�GRHV�QRW�KDYH�D�FKDUWHU�RU�WUHDW\��KRZHYHU�LWV�VRIW�ODZ�DSSURDFK�JDUQHUV�WKH�PDVV�

DQG�HTXDO�SDUWLFLSDWLRQ�RI�LWV�PHPEHU�HFRQRPLHV�QRQ�GLVFULPLQDWHO\�LQ�LWV�PLVVLRQ�WR�EUHDN�WUDGH�

EDUULHUV��7KH�HIIHFWLYHQHVV�RI�LWV�SRZHU�DFURVV�WKH�WUDQV�UHJLRQDO�3DFLILF�5LP�LV�GRQH�E\�

FROOHFWLYH�SHHU�SUHVVXUH�WKDW�FRQWLQXHV�WR�GULYH�WKH�RUJDQL]DWLRQ�IRUZDUG��:KLOH�$3(&�VXPPLWV�

DUH�SDVVLYH�LQ�QDWXUH�DV�D�IRUXP�IRU�GLDORJXH��$3(&¶V�ZRUN�FDQ�EH�UHIOHFWHG�LQ�WKH�:72�5RXQGV�

DQG�LPSDFWV�WKH�JOREDO�HFRQRP\��)XUWKHUPRUH��WKLV�IRFXV�RQ�HFRQRPLF�GHYHORSPHQW�LV�DLGHG�E\�

LWV�ORZHU�OHYHO�FRXQFLOV�WKDW�FROODERUDWH�WR�HQJDJH�ZLWK�WKH�SXEOLF��7KLV�LQWUD�UHJLRQDO�

FRRSHUDWLRQ�LV�DQ�HVVHQWLDO�OHVVRQ�IRU�$6($1�WR�OHDUQ�IURP�$3(&�DV�WKHVH�SXEOLF�SURJUDPPLQJ�

JLYHV�WKH�RUJDQL]DWLRQ�WKH�DELOLW\�WR�JDUQHU�SXEOLF�VXSSRUW�IRU�LWV�DJHQGD��6WUHQJWKHQLQJ�SXEOLF�

VXSSRUW�ZRXOG�HQDEOH�$6($1�IXUWKHU�SURMHFW�LWV�QRUPV�DQG�EH�DEOH�WR�EH�VHOI�GHWHUPLQLQJ�

DJDLQVW�IRUHLJQ�LQIOXHQFHV�VXFK�DV�&KLQD���

'HVSLWH�&KLQD¶V�FRQWULEXWLRQ�WR�$6($1�HFRQRPLFDOO\��WKH�8QLWHG�6WDWHV�PD\�IHHO�

WKUHDWHQHG�E\�WKH�ULVLQJ�LQIOXHQFH�RI�D�QHZ�JUHDW�SRZHU��,Q�WKH�VFHQDULR�WKDW�GLSORPDWLF�DFWLRQV�

HVFDODWHG��WKH�86�PXVW�DOZD\V�EH�SUHSDUHG�WR�SURWHFW�WKHLU�DOOLDQFHV�DQG�FLWL]HQV�DFURVV�WKH�JOREH��

,Q�WKLV�VFHQDULR��WKH�86�PD\�EH�DEOH�WR�FUHDWH�DQG�UHSDLU�DOOLDQFHV�ZLWK�$6($1�PHPEHU�VWDWHV�LQ�

RUGHU�WR�FRQWDLQ�&KLQD¶V�LQIOXHQFH��$V�SUHYLRXVO\�PHQWLRQHG�EHIRUH��VRPH�$6($1�PHPEHUV�

KDYH�XQVWDEOH�WLHV�ZLWK�WKH�86��VXFK�DV�0\DQPDU��ZKLFK�FDQ�VHUYH�DV�D�IXWXUH�LPSHGLPHQW�WR�

OLPLWLQJ�WKH�H[SDQVLRQ�RI�WKH�&KLQHVH�JRYHUQPHQW��:LWK�WKH�86¶�ZLWKGUDZDO��LW�PXVW�XWLOL]H�
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FRPPRQ�JURXQG��VXFK�DV�SRUWUD\LQJ�&KLQD�DV�D�SRWHQWLDO�HQHP\��WKDW�FDQ�WUDQVFHQG�SROLWLFDO�

LVVXHV�WKDW�SHUFHSWLYHO\�PDNH�WKH�86�DJJUHVVLYH�DQG�XQUHOLDEOH��7RJHWKHU��$6($1�DQG�WKH�86�

FDQ�EHQHILW�IURP�RQH�DQRWKHU�IURP�KDYLQJ�D�FROOHFWLYH�GHIHQVH�WKDW�FDQ�GLVPDQWOH�D�FRPPRQ�

HQHP\��&KLQD���

1HYHUWKHOHVV��WKH�8QLWHG�6WDWHV¶�LQIOXHQFH�RQ�$6($1�KDV�UHPDLQHG�VWURQJ�DQG�

FRQVLVWHQW��7KH�86�LV�WKH�ODUJHVW�VRXUFH�RI�IRUHLJQ�GLUHFW�LQYHVWPHQW�IRU�WKH�JURXSLQJ�DQG�

IXUWKHUPRUH��$PHULFD¶V�VRIW�SRZHU�DQG�FXOWXUH�LV�H[WUHPHO\�SRSXODU�LQ�WKH�UHJLRQ�DQG�FRQWULEXWHV�

WR�WKH�DSSHDO�RI�WKH�³$PHULFDQ�'UHDP´�WKURXJK�ILOP�DQG�PXVLF��6KDPEDXJK��������<HW��WKH�

UHSRUW�GRQH�E\�WKH�$6($1�6WXGLHV�&HQWUH�VKRZV�WKDW�WKH�UHJLRQ¶V�FRQILGHQFH�LQ�WKH�86�LV�ORZ��

ZLWK�QHDUO\�KDOI�RI�UHVSRQGHQWV�FRPPXQLFDWLQJ�WKDW�WKH\�³KDYH�OLWWOH�RU�QR�FRQILGHQFH�LQ�WKH�86�

DV�D�VWUDWHJLF�SDUWQHU�DQG�SURYLGHU�RI�UHJLRQDO�VHFXULW\´��7DQJ��������7KH�UHSRUW�DWWULEXWHV�WKLV�

ODFN�RI�FRQILGHQFH�WR� �WKH�GLIIHUHQW�IRUHLJQ�SROLF\�DJHQGDV�EHWZHHQ�86�SUHVLGHQWV��DQG�Z �KLOH�

$PHULFD¶V�FRPPLWPHQW�WR�$6($1�KDV�UHPDLQHG�VWURQJ��WKH�DEVHQFH�RI�D�FRPSUHKHQVLYH�

QDWLRQDO�DJHQGD�EHWZHHQ�DGPLQLVWUDWLRQV�KDUPV�WKH�$6($1�SXEOLF¶V�YLHZ�RI�WKH�86��$�SURIHVVRU�

DW�*HRUJH�:DVKLQJWRQ�8QLYHUVLW\��'DYLG�6KDPEDXJK��VXJJHVWV�WKDW�ZKLOH�$PHULFD�UHPDLQV�

FRQVLVWHQW�LQ�WKH�RUJDQL]DWLRQ¶V�VXSSRUW��LW�LV�ORVLQJ�WKH�³LQIRUPDWLRQ�ZDU´�ZLWK�&KLQD��ZKRVH�

HFRQRPLF�DQG�FXOWXUH�LQIOXHQFH�LV�OHVV�WKDQ�WKH�86��:KHWKHU�$6($1�ZLOO�IXUWKHU�FRQWLQXH�WR�

UHIRUP�DQG�LQWHJUDWH�DV�D�FRPPXQLW\��$PHULFD�PXVW�UHPDLQ�HQJDJHG� �DQG�PDLQWDLQ�LWV�VWDWXV�DV�D�

SULRULW\�SDUWQHU�LQ�WKH�UHJLRQ ���

$W�WKH�EHJLQQLQJ�RI�WKLV�SDSHU��ZH�GLVFXVVHG�ZKDW�FKDUDFWHULVWLFV�ZRXOG�EH�LQFOXGHG�LQ�

WKH�SHUIHFW�WUDQV�UHJLRQDO�HQWLW\��%DVHG�RQ�WKH�DQDO\VLV�SURGXFHG�IURP�WKHVH�ILYH�RUJDQL]DWLRQV��
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ZH�KDYH�GHWHUPLQHG�WKDW�LQUD�UHJLRQDO�GLDORJXH�DQG�HFRQRPLF�FROODERUDWLRQ�DUH�WKH�PRVW�VDOLHQW�

IRU�WKH�FRQWLQXHG�GHYHORSPHQW�DQG�IXQFWLRQDOLW\�RI�$6($1���

7KH�$8�GHPRQVWUDWHV�D�VXFFHVVIXO�SURMHFW�RI�GLYHUVH�FXOWXUHV�DQG�KLVWRULHV�LQWHJUDWLQJ�

DFFHSWHG�LGHDOV�SURGXFHG�E\�D�WUDQV�UHJLRQDO�RUJDQL]DWLRQ�LQWR�GRPHVWLF�RSHUDWLRQ��7KH�&,6�

SUHVHQWV�WKH�PRVW�IODZV�WKDW�$6($1�FDQ�OHDUQ�IURP��VSHFLILFDOO\�QRW�WR�DOORZ�D�KHJHPRQLF�SRZHU�

WR�DULVH�ZLWKLQ�WKHP��WR�PDLQWDLQ�SURJUHVVLYH�PHPEHU�VWDWH�FROODERUDWLRQ�DQG�GLDORJXH��DQG�WR�

EHFRPH�HFRQRPLFDOO\�LQWHJUDWHG��7KH�&R(�UHPDLQV�DV�WKH�PRVW�FRQWUDVWLQJ�RUJDQL]DWLRQV�IURP�

WKLV�FDVH�VWXG\�IRU�$6($1�WR�HPERG\��DV�WKH�&RXQFLO¶V�QLFKH�LV�SDUWLFXODU�WR�KXPDQ�ULJKWV�DQG�

GHPRFUDF\��7KH�&R(¶V�DELOLW\�WR�SURMHFW�QRUPV�ZLWKLQ�WKHLU�UHVSHFWLYH�PHPEHU�VWDWHV�VWHPV�IURP�

D�YROXQWDU\�EDVLV�PHPEHUVKLS�WKDW�HQFRXUDJHV�LQLWLDWLYH�DQG�FRRSHUDWLRQ��,I�$6($1�FKRRVHV�WR�

IRFXV�WKURXJK�D�GLVFXUVLYH�IUDPHZRUN�ZKLOVW�PDLQWDLQLQJ�LQGLYLGXDO�VRYHUHLJQW\��LW�FDQ�UHVXOW�

LQWR�D�WUDQV�UHJLRQDO�RUJDQL]DWLRQ�WKDW�HQFRPSDVVHV�D�SDVVLYH�PRGH�RI�LQIOXHQFH���

7KH�6&2�SURYLGHV�DQ�LQVLJKW�RQ�RSHUDWLQJ�D�VXFFHVVIXO�WUDQV�UHJLRQDO�RUJDQL]DWLRQ�

XQERXQGHG�E\�FXOWXUDO�DOOLDQFHV�DQG�XQUHOLDQW�RQ�D�KHJHPRQLF�SRZHU�WR�FRQWURO�WKH�DJHQGD��

$3(&¶V�DELOLW\�WR�IXUWKHU�SURJUHVV�WKHLU�DJHQGD�ZKLOVW�XVLQJ�WKH�VDPH�FRQVHQVXV�EDVHG�

GHOLEHUDWLRQV�WKDW�$6($1�KDV��SURYHV�WKH�FDSDFLW\�WKDW�WKH�VRIW�ODZ�DSSURDFK�FDQ�ZRUN�WR�PDNH�

DQ�RUJDQL]DWLRQ�HIIHFWLYH���

7KH�FRQFOXVLRQ�RI�WKLV�FROOHFWLYHO\�ZULWWHQ�SDSHU�GHPRQVWUDWHV�WKDW�WKH�WKHPHV�LQWURGXFHG�

LQ�WKH�LQWUR�DUH�PRVW�SLYRWDO�LQ�DGGUHVVLQJ�WKH�TXHVWLRQ�RI�$6($1�HIIHFWLYHQHVV�DV�D�UHJLRQDO�

RUJDQL]DWLRQ��2XU�FROOHFWLYH�DQDO\VLV�GHILQLWLYHO\�VXJJHVWV�WKDW�WKH�86�ZRXOG�PRVW�EHQHILW�IURP�

WKHVH�SRLQWV��VXSSRUWLQJ�D�VWURQJHU�$6($1�WKDW�VHUYHV�DV�D�EXIIHU�EHWZHHQ�WKH�86�DQG�&KLQD��WKH�

DELOLW\�IRU�WKH�86�WR�JDLQ�WKH�OHDG�LQ�WKH�LQIRUPDWLRQ�ZDU�ZLWK�&KLQD�E\�HPSKDVL]LQJ�WKHLU�
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$6($1�SDUWQHUVKLSV��DQG�WR�LQFUHDVH�WKH�SURILFLHQF\�RI�LQWUD�UHJLRQDO�WUDGH��PDNLQJ�WKH�

RUJDQL]DWLRQ�D�PRUH�GHVLUDEOH�LQYHVWPHQW�KXE��7KH�XQSUHFHGHQWHG�QDWXUH�RI�WKLV�PXOWLIDFHWHG�

DQDO\VLV�ZLOO�VHUYH�DV�DQ�HVVHQWLDO�FDWDO\VW�IRU�QHZ�DQG�FRQWLQXHG�GLDORJXH�DQDO\]LQJ�LGHQWLW\��

VRYHUHLJQW\��DQG�WUDQV�UHJLRQDO�FROODERUDWLRQ�WKURXJK�QRQWUDGLWLRQDO�OHQVHV���

� �
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