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+HQU\ -� $DURQ� 3K�'�� 6HQLRU )HOORZ�%URRNLQJV ,QVWLWXWLRQ
-HQQLIHU %DUG�-�'� 0�3�+��3K�'� 3URIHVVRU RI /DZ� 8QLYHUVLW\ RI )ORULGD/HYLQ &ROOHJHRI /DZ
%HUQDUG %ODFN� -�'�� 0�$�� 1LFKRODV'� &KDEUDMD3URIHVVRU DW 1RUWKZHVWHUQ 8QLYHUVLW\ 6FKRRO RI /DZ
DQG .HOORJJ6FKRRO RI0DQDJHPHQW
0� *UHJJ%ORFKH� 0�'�� -�'��3URIHVVRU RI /DZ�*HRUJHWRZQ 8QLYHUVLW\� DQG &R�'LUHFWRU�*HRUJHWRZQ�
-RKQV+RSNLQV -RLQW 3URJUDPLQ /DZ	 3XEOLF +HDOWK
%HQMDPLQ %HUNPDQ� -�'�� 0�3�+�� 6HQLRU 6WDII %LRHWKLFLVW� 6HFWLRQRQ (WKLFV DQG *HQHWLFV�1,+� 'HSXW\
'LUHFWRU� %LRHWKLFV&RUH�1,+� $GMXQFW 3URIHVVRU� *HRUJHWRZQ8QLYHUVLW\ /DZ&HQWHU
/DUD &DUWZULJKW�6PLWK�-�'��0�3�+�� $VVRFLDWH3URIHVVRU� *HRUJH:DVKLQJWRQ8QLYHUVLW\ 6FKRRO RI
3XEOLF +HDOWK
.DWK\ &HUPLQDUD� -�'�� -�6�'�� //�0�� 3URIHVVRU RI /DZ� 6KHSDUG%URDG &ROOHJHRI /DZ
,� *OHQQ &RKHQ�-�'�� -DPHV$� $WWZRRG DQG/HVOLH :LOOLDPV3URIHVVRU RI /DZ� +DUYDUG/DZ6FKRRO�
)DFXOW\ 'LUHFWRU� 3HWULH�)ORP&HQWHU
%HUQDUG 'LFNHQV� //�0�� 3K�'��//�'�� 3URIHVVRU (PHULWXV RI +HDOWK /DZDQG3ROLF\� 8QLYHUVLW\ RI
7RURQWR
.HOO\ .� 'LQHHQ� 5�1��-�'��3K�'�� $VVLVWDQW 3URIHVVRU RI /DZDQG 'LUHFWRU RI +HDOWK /DZ3URJUDP�
&UHLJKWRQ 8QLYHUVLW\
0DULVD 'RPLQR� 3K�'��3URIHVVRU� *LOOLQJV 6FKRRO RI *OREDO 3XEOLF +HDOWK� 8QLYHUVLW\ RI 1RUWK &DUROLQD
&DUO (OOLRWW�0�'�� 3K�'�� 3URIHVVRU� &HQWHU IRU %LRHWKLFV DQG 'HSDUWPHQW RI 3HGLDWULFV� 8QLYHUVLW\ RI
0LQQHVRWD
$OLFLD (O\ <DPLQ� 6HQLRU )HOORZ�3HWULH�)ORP&HQWHU IRU+HDOWK /DZ3ROLF\�%LRWHFKQRORJ\ DQG
%LRHWKLFV� +DUYDUG /DZ6FKRRO
0DU\ '� )DQ� -�'�� 0�3KLO� -DFN 5�0DF'RQDOG (QGRZHG&KDLU� 3URIHVVRU RI /DZ� 8QLYHUVLW\ RI
:DVKLQJWRQ6FKRRO RI /DZ
-XGLWK )HGHU� 3K�'�� 3URIHVVRU� 0F&RXUW 6FKRRO RI 3XEOLF 3ROLF\� *HRUJHWRZQ8QLYHUVLW\
5REHUW )LHOG� 3K�'�� 0�3�+�� -�'�� 3URIHVVRU� 'UH[HO 8QLYHUVLW\ 'RUQVLIH 6FKRRO RI3XEOLF +HDOWK
+RZDUG )RUPDQ�0�'��0�%�$��)�$�&�5�� 3URIHVVRU RI 5DGLRORJ\ DQG%LRPHGLFDO ,PDJLQJ� 3XEOLF +HDOWK�
0DQDJHPHQW�DQG(FRQRPLFV� <DOH 8QLYHUVLW\
-DFTXHOLQH )R[� -�'�� //�0�� $VVRFLDWH 3URIHVVRU RI /DZ� 8QLYHUVLW\ RI 6RXWK&DUROLQD
/HVOLH )UDQFLV� 3K�'�� -�'��$OIUHG &� (PHU\3URIHVVRU RI /DZ�3URIHVVRU RI 3KLORVRSK\� 8WDK
'DYLG )UDQNIRUG� -�'��3URIHVVRU� 5XWJHUV /DZ6FKRRO�5XWJHUV ,QVWLWXWH IRU+HDOWK�+HDOWK&DUH 3ROLF\
DQG $JLQJ5HVHDUFK
%DUU\ 5� )XUURZ� -�'�� 3URIHVVRU RI /DZ�'LUHFWRU� +HDOWK/DZ3URJUDP�'UH[HO .OLQH 6FKRRO RI /DZ
/DQFH *DEOH� -�'�� 0�3�+��$VVRFLDWH 3URIHVVRU RI /DZ� :D\QH 6WDWH 8QLYHUVLW\
&DURO *DOOHWO\� 3K�'�� -�'�� 0�$�� $VVRFLDWH3URIHVVRU� 0HGLFDO &ROOHJH RI:LVFRQVLQ
'DYLG *DPDJH� -�'�� 0�$�� 3URIHVVRU RI /DZ� ,QGLDQD8QLYHUVLW\ 0DXUHU 6FKRRO RI /DZ
1LFROH *DUQHWW� -�'�� -RKQ3� 0XUSK\ )RXQGDWLRQ3URIHVVRU RI /DZ� 8QLYHUVLW\ RI 1RWUH 'DPH 6FKRRO RI
/DZ
+DQN *UHHO\�-�'�� 'HDQH )� DQG .DWH(GHOPDQ-RKQVRQ3URIHVVRU RI /DZ� 'LUHFWRU� &HQWHU IRU /DZDQG
WKH %LRVFLHQFHV� 6WDQIRUG/DZ6FKRRO
/HZLV *URVVPDQ� 3K�'�� -�'�� 3URIHVVRU RI /DZ� $PHULFDQ8QLYHUVLW\ :DVKLQJWRQ&ROOHJH RI /DZ
5DOSK +DOO� -�'�� 3URIHVVRU RI 3UDFWLFH� 8QLYHUVLW\ RI0LQQHVRWD /DZ6FKRRO
&ODXGLD +DXSW� -�6�'�� //�0�� 3K�'��0�$��//�%�� $VVRFLDWH 3URIHVVRU DQG$FDGHPLF &R�'LUHFWRU�
%HD]OH\ ,QVWLWXWH IRU+HDOWK /DZDQG3ROLF\� 1RUWKHDVWHUQ 8QLYHUVLW\
-DFRE +DFNHU�3K�'�� 6WDQOH\ 5HVRU 3URIHVVRU RI 3ROLWLFDO 6FLHQFH� <DOH'HSDUWPHQW RI 3ROLWLFDO6FLHQFH
'HDQ 0� +DVKLPRWR�0�'�� -�'�� 0�3�+��3URIHVVRU RI /DZ� %RVWRQ &ROOHJH� DQG &KLHI RI2FFXSDWLRQDO
DQG (QYLURQPHQWDO0HGLFLQH� 0DVVDFKXVHWWV*HQHUDO +RVSLWDO DQG WKH %ULJKDP DQG:RPHQ
V+RVSLWDO
<DQLY +HOHG� -�6�'�� //�0��$VVRFLDWH 3URIHVVRU RI /DZ� &R�'LUHFWRU� &HQWHU IRU ,QWHOOHFWXDO 3URSHUW\�
*HRUJLD 6WDWH 8QLYHUVLW\ &ROOHJH RI /DZ
0DUWLQ +HYLD� 6�-�'�� 'HDQ�$VVRFLDWH 3URIHVVRU DW WKH 6FKRRO RI /DZ� DQG)RXQGLQJ&KDLU�)UDPHZRUN
&RQYHQWLRQRQ *OREDO +HDOWK $OOLDQFH�8QLYHUVLGDG7RUFXDWR GL 7HOOD
$OOLVRQ +RIIPDQ� -�'��3URIHVVRU RI /DZ� 8QLYHUVLW\ RI 3HQQV\OYDQLD
6KDURQD +RIIPDQ� -'� //0� 6-'� (GJDU$� +DKQ3URIHVVRU RI /DZ� &R�'LUHFWRU�7KH /DZ�0HGLFLQH
&HQWHU� &DVH :HVWHUQ 5HVHUYH 8QLYHUVLW\
.DWKOHHQ +RNH� -�'�� /DZ3URIHVVRU� 8QLYHUVLW\ RI0DU\ODQG &DUH\ 6FKRRO RI /DZ
+HDWKHU +� +RZDUG� -�'�� /HFWXUHU LQ 3XEOLF $IIDLUV DQG 'LUHFWRU� 6WDWH +HDOWK DQG 9DOXH 6WUDWHJLHV�
3ULQFHWRQ 8QLYHUVLW\
1LFROH +XEHUIHOG� -�'�� 3URIHVVRU RI +HDOWK/DZ� (WKLFV� DQG+XPDQ 5LJKWV� %RVWRQ8QLYHUVLW\ 6FKRRO RI
3XEOLF +HDOWK
-RKQ -DFREL� -�'�� 'RURWKHD'L[ 3URIHVVRU RI +HDOWK/DZ	 3ROLF\� )DFXOW\'LUHFWRU RI WKH&HQWHU IRU
+HDOWK 	 3KDUPDFHXWLFDO /DZ	 3ROLF\�6HWRQ+DOO8QLYHUVLW\
(OL]DEHWK -RK�-�'�� 3K�'�� 0DUWLQ/XWKHU.LQJ -U� 3URIHVVRU RI /DZ� 8QLYHUVLW\ RI &DOLIRUQLD� 'DYLV
7LPRWK\ 6� -RVW� -�'�� 5REHUW /� :LOOHWW )DPLO\ 3URIHVVRU RI /DZ� :DVKLQJWRQ DQG/HH 8QLYHUVLW\6FKRRO
RI /DZ
5LFKDUG .DSODQ� -�'�� *X\5D\PRQG-RQHV&KDLU LQ /DZ� ,OOLQRLV &ROOHJHRI /DZ
*UDKDP .HOGHU� -�'�� $VVRFLDWH3URIHVVRU� 6XIIRON 8QLYHUVLW\
$DURQ 6� .HVVHOKHLP�0�'��-�'��0�3�+�� 3URIHVVRU RI0HGLFLQH� +DUYDUG 0HGLFDO 6FKRRO
'LRQQH .ROOHU� 3URIHVVRU RI /DZ� 'LUHFWRU� &HQWHU IRU 6SRUW DQG/DZ� 8QLYHUVLW\ RI %DOWLPRUH
6WHSKHQ 5� /DWKDP� -�'�� 3K�'�� 'LUHFWRU� ,QWHUGLVFLSOLQDU\ &HQWHU IRU %LRHWKLFV
6\OYLD /DZ� -�'�� (OL]DEHWK .� 'ROODUG 3URIHVVRU RI /DZ�0HGLFLQH�DQG3V\FKLDWU\(PHULWD �&R�'LUHFWRU�



$UWKXU*DUILHOG +D\V&LYLO /LEHUWLHV 3URJUDP
6WDFH\ /HH� -�'�� $VVRFLDWH3URIHVVRU� -RKQV+RSNLQV8QLYHUVLW\ &DUH\ %XVLQHVV 6FKRRO
(ULND /LHW]DQ�-�'�� 0�$�� $VVRFLDWH 3URIHVVRU RI /DZ� 8QLYHUVLW\ RI0LVVRXUL 6FKRRORI /DZ
-DQHW /RUG� //�%�� //�0�� 6HQLRU )HOORZ� +DUYDUG/DZ6FKRRO 3URMHFW RQ 'LVDELOLW\
.ULVWLQ 0DGLVRQ�3K�'�� 3URIHVVRU RI /DZDQG+HDOWK6FLHQFHV� 1RUWKHDVWHUQ8QLYHUVLW\
'RXJODV 0DQFLQR� -�'�� 3DUWQHU�6H\IDUWK 6KDZ//3
7KRPDV*� 0F*XLUH�3URIHVVRU RI +HDOWK(FRQRPLFV� +DUYDUG 0HGLFDO 6FKRRO
0LFKHOOH 0HOOR� -�'�� 3K�'�� 03KLO� 3URIHVVRU RI /DZ� 3URIHVVRU RI0HGLFLQH� 6WDQIRUG 8QLYHUVLW\
-RQDWKDQ 0H]ULFK�0�'�� -�'��0�%�$��//�0�� $VVLVWDQW 3URIHVVRU� <DOH 6FKRRO RI0HGLFLQH
$P\0RQDKDQ� -�'�� 'LVWLQJXLVKHG0F.QLJKW 8QLYHUVLW\ 3URIHVVRU�$VVRFLDWH 'HDQ IRU 5HVHDUFK	
3ODQQLQJ� 7KH0HOYLQ 6WHHQ 	 &RUSRUDWH 'RQRUV 3URIHVVRU� 8QLYHUVLW\ RI0LQQHVRWD/DZ6FKRRO
2VDJLH 2EDVRJLH�-�'��3K�'�� +DDV'LVWLQJXLVKHG &KDLU� 3URIHVVRU RI %LRHWKLFV� 8QLYHUVLW\ RI &DOLIRUQLD�
%HUNHOH\
-RQDWKDQ 2EHUODQGHU�3K�'�� 3URIHVVRU DQG&KDLU RI 6RFLDO0HGLFLQH�3URIHVVRU RI +HDOWK3ROLF\ DQG
0DQDJHPHQW�8QLYHUVLW\ RI1RUWK &DUROLQD�&KDSHO +LOO
)UDQFHV 2OVHQ�-�'�� 6�-�'�� 3URIHVVRU RI /DZ� 8QLYHUVLW\ RI &DOLIRUQLD�/RV $QJHOHV
5XVVHOO .� 2VJRRG� -�'�� 9LVLWLQJ3URIHVVRU RI /DZ� :DVKLQJWRQ 8QLYHUVLW\ LQ 6W�/RXLV
$OLFLD 2XHOOHWWH� 3UHVLGHQW� 'HDQ�DQG3URIHVVRU RI /DZ� $OEDQ\ /DZ6FKRRO
.HYLQ 2XWWHUVRQ� -�'�� 3URIHVVRU RI /DZ	 1� 1HDO 3LNH 6FKRODU LQ +HDOWKDQG'LVDELOLW\ /DZ�%RVWRQ
8QLYHUVLW\
-RUGDQ 3DUDGLVH� -�'�� *HRUJLD5HLWKDO 3URIHVVRU RI /DZ� /R\ROD8QLYHUVLW\ &KLFDJR6FKRRO RI /DZ
)UDQN 3DVTXDOH�-�'��03KLO�3URIHVVRU RI /DZ� 8QLYHUVLW\ RI0DU\ODQG&DUH\ 6FKRRORI /DZ
5DFKHO 5HERXFKH� -�'�� //�0��3URIHVVRU� 7HPSOH 8QLYHUVLW\ %HDVOH\ 6FKRRO RI /DZ
-XGLWK 5HVQLN� -�'��$UWKXU /LPDQ3URIHVVRU RI /DZ� )RXQGLQJ'LUHFWRU�/LPDQ&HQWHU IRU 3XEOLF ,QWHUHVW
/DZ� <DOH /DZ6FKRRO
1DRPL 5RJHUV� 3K�'�� 3URIHVVRU RI WKH +LVWRU\ RI0HGLFLQH�<DOH 8QLYHUVLW\
&DVH\ 5RVV�-�'��0�%�$�� 'LUHFWRU� $PHULFDQ ,QGLDQ/DZDQG6RYHUHLJQW\ &HQWHU�&OLQLFDO 3URIHVVRU RI
/DZ� 8QLYHUVLW\ *HQHUDO &RXQVHO� 2NODKRPD&LW\ 8QLYHUVLW\
.DUHQ 5RWKHQEHUJ� -�'��0�3�$�� 0DUJRULH &RRN3URIHVVRU RI /DZ� 8QLYHUVLW\ RI0DU\ODQG&DUH\ 6FKRRO
RI /DZ
(O\Q 5� 6DNV� -�'��0/LWW� 2UULQ %� (YDQV3URIHVVRU RI /DZ� 3V\FKRORJ\�DQG3V\FKLDWU\ DQG WKH
%HKDYLRUDO 6FLHQFHV�8QLYHUVLW\ RI 6RXWKHUQ &DOLIRUQLD*RXOG6FKRRO RI /DZ
$PHHW 6DUSDWZDUL� -�'�� 3K�'��$VVLVWDQW 3URIHVVRU RI0HGLFLQH� +DUYDUG0HGLFDO 6FKRRO
1DGLD 6DZLFNL� -�'��0�%LRHWKLFV� *HRUJLD5HLWKDO 3URIHVVRU RI /DZ� /R\ROD 8QLYHUVLW\ &KLFDJR
)UHG 6FKDXHU�-�'��0�%�$�� 'DYLGDQG0DU\ +DUULVRQ 'LVWLQJXLVKHG 3URIHVVRU RI /DZ� 8QLYHUVLW\ RI
9LUJLQLD 6FKRRO RI /DZ
9LFNL 6FKXOW]� -�'��)RUG)RXQGDWLRQ 3URIHVVRU RI /DZDQG 6RFLDO 6FLHQFHV� <DOH /DZ6FKRRO
-RVK 6KDUIVWHLQ�0�'�� 3URIHVVRU RI 3UDFWLFH�-RKQV+RSNLQV8QLYHUVLW\ %ORRPEHUJ6FKRRO RI 3XEOLF
+HDOWK
/RLV 6KHSKHUG� -�'�� 3URIHVVRU� 8QLYHUVLW\ RI 9LUJLQLD 6FKRRO RI0HGLFLQH
-LP 6LON� -�'�� %LQJHU &OLQLFDO 3URIHVVRU RI +XPDQ5LJKWV� 'LUHFWRU� $OODUG .� /RZHQVWHLQ ,QWHUQDWLRQDO
+XPDQ 5LJKWV&OLQLF� DQG'LUHFWRU�2UYLOOH +� 6FKHOO� -U� &HQWHU IRU ,QWHUQDWLRQDO +XPDQ5LJKWV� <DOH
/DZ6FKRRO
'DYLG 6PLWK� 3K�'�� 5HVHDUFK 3URIHVVRU�'UH[HO 'RUQVLIH 6FKRRO RI 3XEOLF+HDOWK
5R\ *� 6SHFH� -�'�� -RKQ'� /\RQV3URIHVVRU RI /DZ� 8QLYHUVLW\ RI $UL]RQD -DPHV(� 5RJHUV&ROOHJH RI
/DZ
-RKQ 6SHQJOHU�-�'�� 3K�'�� 3URIHVVRU� 7H[DV $	08QLYHUVLW\ 6FKRRO RI 3XEOLF +HDOWK
<RIL 7LURVK� 6�-�'�� //�0��//�%��$VVRFLDWH 3URIHVVRU� 7HO $YLY 8QLYHUVLW\ )DFXOW\ RI /DZ� 'HDQ�6DSLU
$FDGHPLF &ROOHJH 6FKRRO RI /DZ
1LFRODV 3� 7HUU\� //�0��+DOO 5HQGHU 3URIHVVRU RI /DZ� ([HFXWLYH'LUHFWRU RI WKH :LOOLDP 6� DQG
&KULVWLQH 6� +DOO &HQWHU IRU /DZDQG +HDOWK� ,QGLDQD8QLYHUVLW\ 5REHUW +� 0F.LQQH\6FKRRO RI /DZ
-HQQLIHU :DJQHU�-�'�� 3K�'�� $VVLVWDQW 3URIHVVRU DQG$VVRFLDWH'LUHFWRU RI %LRHWKLFV 5HVHDUFK�
*HLVLQJHU
:HQG\ :DJQHU� -�'�� 0�(�6�5LFKDUG 'DOH (QGRZHG&KDLU RI /DZ� 8QLYHUVLW\ RI 7H[DV DW $XVWLQ 6FKRRO
RI /DZ
+HDWKHU $� :DOWHU�0F&DEH� -�'�� 0�6�:��$VVRFLDWH 3URIHVVRU� ,QGLDQD 8QLYHUVLW\ 6FKRRO RI 6RFLDO:RUN
6LGQH\ :DWVRQ� -DQHDQG%UXFH 5REHUW 3URIHVVRU RI /DZ� 'LUHFRWU RI WKH &HQWHU IRU+HDOWK/DZ6WXGLHV�
6RXWKHUQ /RXLVLDQD8QLYHUVLW\
7LPRWK\ :HVWPRUHODQG�-�'��3URIHVVRU IURP 3UDFWLFH� *HRUJHWRZQ/DZ
-RVHSK :KLWH�3K�'�� 0�$�� /X[HQEHUJ)DPLO\ 3URIHVVRU RI 3XEOLF 3ROLF\�'LUHFWRU RI *UDGXDWH 6WXGLHV�
'LUHFWRU RI &HQWHU IRU 3ROLF\ 6WXGLHV� 3URIHVVRU RI 3RSXODWLRQDQG 4XDQWLWDWLYH +HDOWK6FLHQFHV�&DVH
:HVWHUQ 5HVHUYH 8QLYHUVLW\
(GZDUG $ =HOLQVN\�-�'��0�$��0�3KLO� 0RUULV DQG$QQLH 7UDFKPDQ3URIHVVRU RI /DZ� <HVKLYD
8QLYHUVLW\ &DUGR]R 6FKRRO RI /DZ



7$%/( 2)&217(176

$57,&/(6

��� $ 3XEOLF 2SWLRQ IRU (PSOR\HU +HDOWK 3ODQV
$OOLVRQ .� +RIIPDQ� +RZHOO (� -DFNVRQ� DQG $P\ %� 0RQDKDQ

��� &29,'��� DQG ,QWHUQDWLRQDO )UHHGRP RI 0RYHPHQW� $ 6WUDQGHG +XPDQ 5LJKW"
)HUQDQGR 'LDV 6LP}HV

��� +HDOWK $, IRU *RRG 5DWKHU 7KDQ (YLO" 7KH 1HHG IRU D 1HZ 5HJXODWRU\
)UDPHZRUN IRU $,�%DVHG 0HGLFDO 'HYLFHV
6DUD *HUNH

&200(17

��� 3DLG 'RQDWLRQ� 5HFRQFLOLQJ $OWUXLVP DQG &RPSHQVDWLRQ LQ 2RF\WH 7UDQVIHU
6D\ORU 6� 6RLQVNL





���

$ 3XEOLF 2SWLRQ IRU (PSOR\HU +HDOWK 3ODQV

$OOLVRQ .� +RIIPDQ� +RZHOO (� -DFNVRQ� DQG $P\ %� 0RQDKDQ


$EVWUDFW�
(PSOR\HU�EDVHG SULYDWH KHDOWK FRYHUDJH²ORQJ WKH JROG VWDQGDUG RI KHDOWK

LQVXUDQFH²LV LQ GHFOLQH� (PSOR\HUV DUH LQFUHDVLQJO\ XQDEOH WR PDQDJH WKH
HVFDODWLQJ SULFHV WKDW FRQVROLGDWHG KHDOWK FDUH V\VWHPV FDQ FRPPDQG� ,Q UHVSRQVH�
RYHU WKH SDVW WZR GHFDGHV� IHZHU HPSOR\HUV DUH RIIHULQJ KHDOWK EHQHILWV� DQG� ZKHQ
WKH\ GR� WKH\ FDELQ WKHLU RZQ VSHQGLQJ WKURXJK SODQV WKDW VKLIW PRUH RI WKH FRVWV
WR HPSOR\HHV WR SD\ RQ WKHLU RZQ� (PSOR\HUV DUH LQFUHDVLQJO\ H[DVSHUDWHG ZLWK
WKHLU VHFRQGDU\ UROH DV KHDOWK EHQHILWV FRPSDQLHV� 7KLV FKDQJLQJ SLFWXUH RIIHUV DQ
RSSRUWXQLW\ WR UHWKLQN WKH UROH WKDW HPSOR\HUV SOD\ LQ GHVLJQLQJ DQG PDQDJLQJ
KHDOWK SODQV� D UROH WKDW LV RIWHQ GHVFULEHG DV DQ DFFLGHQW RI KLVWRU\ DQG WKDW LV DQ
LPSHGLPHQW WR D EHWWHU KHDOWK FDUH ILQDQFLQJ V\VWHP� 0DMRU KHDOWK UHIRUP LGHDV
KDYH WHQGHG ODUJHO\ WR QHJOHFW WKH HPSOR\HU VSDFH �H�J�� WKH $IIRUGDEOH &DUH $FW�
RU WR SURSRVH WR GLVSODFH LW VZLIWO\ DQG LQ LWV HQWLUHW\ �H�J�� 0HGLFDUH IRU $OO��

7KLV $UWLFOH LQVWHDG SURSRVHV D SXEOLF RSWLRQ WDUJHWHG DW HPSOR\HUV� ZKLFK FDQ
ERWK LPSURYH MRE�EDVHG KHDOWK FRYHUDJH DQG DOVR EXLOG D IRXQGDWLRQ IRU D VRXQGHU
KHDOWK FDUH ILQDQFLQJ V\VWHP RYHUDOO� ,Q FRQWUDVW WR WKH PRUH IDPLOLDU SXEOLF RSWLRQ
SURSRVDO� ZKLFK ZRXOG RIIHU JRYHUQPHQW VSRQVRUHG KHDOWK LQVXUDQFH GLUHFWO\ WR
LQGLYLGXDOV� RXU SODQ FUHDWHV D SXEOLF RSWLRQ IRU HPSOR\HUV� ZKR FDQ VHOHFW D SXEOLF
SODQ²EDVHG RQ 0HGLFDUH DQG DOWHUHG WR PHHW WKH QHHGV RI ZRUNLQJ SRSXODWLRQV²
LQVWHDG RI D SULYDWH KHDOWK SODQ IRU WKHLU HPSOR\HHV�

:H UHYLHZ WKH SROLF\� UHJXODWRU\� ILVFDO� DQG EXVLQHVV DUJXPHQWV LQ IDYRU RI
WKLV IRUP RI SXEOLF RSWLRQ� ZKLFK ZH DUJXH LV OHVV GLVUXSWLYH WKDQ D UHIRUP OLNH
0HGLFDUH IRU $OO EXW PRUH LPSDFWIXO WKDQ DQ LQGLYLGXDO SXEOLF RSWLRQ� %HFDXVH
HPSOR\HU WDNH�XS ZRXOG EH JUDGXDO DQG YROXQWDU\� RXU SODQ KDV ORZHU ILVFDO FRVWV


 $OOLVRQ .� +RIIPDQ LV D 3URIHVVRU RI /DZ DW 8QLYHUVLW\ RI 3HQQV\OYDQLD &DUH\ /DZ 6FKRRO� +RZHOO
(� -DFNVRQ LV WKH -DPHV 6� 5HLG� -U�� 3URIHVVRU RI /DZ DW +DUYDUG /DZ 6FKRRO� DQG $P\ %� 0RQDKDQ
LV D 'LVWLQJXLVKHG 0F.QLJKW 8QLYHUVLW\ 3URIHVVRU DW 8QLYHUVLW\ RI 0LQQHVRWD /DZ 6FKRRO� :H DUH
JUDWHIXO IRU KHOSIXO FRPPHQWV DQG VXJJHVWLRQV IURP WKH SDUWLFLSDQWV LQ WKH )HGHUDO )XQGLQJ ,VVXHV
:RUNVKRS� +DUYDUG /DZ 6FKRRO /DZ 	 (FRQRPLFV 6HPLQDU DQG WKH 3HWULH�)ORP &HQWHU SDQHO
�HVSHFLDOO\ GLVFXVVDQWV $QGUHZ 6FKZDE DQG -XG\ )HGHU�� DQG SDUWLFLSDQWV DW IDFXOW\ ZRUNVKRSV DW
WKH 8QLYHUVLW\ RI 7H[DV� 8QLYHUVLW\ RI 3HQQV\OYDQLD� 86' /DZ� 6DLQW /RXLV 8QLYHUVLW\ 6FKRRO RI
/DZ� DQG 6HWRQ +DOO +HDOWK /DZ:RUNV LQ 3URJUHVV 5HWUHDW �HVSHFLDOO\ GLVFXVVDQWV 1LFROH +XEHUIHOG
DQG -RKQ -DFREL�� )RU FRPPHQWV DQG FRQYHUVDWLRQV� ZH WKDQN 0DWW /DZUHQFH� 6KHUU\ *OLHG� WKH WHDP
DW 8�6� RI &DUH� 0LNH )UDNHV� DQG RXU DQRQ\PRXV UHYLHZHUV²RQH RI ZKRP� LQ SDUWLFXODU� RIIHUHG
JHQHURXV DQG GHWDLOHG IHHGEDFN� :H UHFHLYHG VXSHUE UHVHDUFK DVVLVWDQFH IURP 5DFKHO %DNHU 0DQQ�
$QWKRQ\ 6DFFR� $VKHU 7UDQJOH� DQG +D]HO %RZHQ�
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DQG VKRXOG IDFH OHVV UHVLVWDQFH IURP HPSOR\HHV DQG YHVWHG LQWHUHVWV WKDQ 0HGLFDUH
IRU $OO� 2YHU WLPH� LI WKH SODQ PHHWV HPSOR\HUV¶ DQG HPSOR\HHV¶ QHHGV� PRUH
SHRSOH ZRXOG EH FRYHUHG E\ D SXEOLF RSWLRQ� PRYLQJ DZD\ IURP RYHUUHOLDQFH RQ
SULYDWH HPSOR\HU SODQV DQG WRZDUG VRPHWKLQJ DNLQ WR 0HGLFDUH IRU 0DQ\ LQ D OHVV
SROLWLFDOO\� OHJDOO\� DQG ILVFDOO\ IUDXJKW ZD\�
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,1752'8&7,21 ������������������������������������������������������������������������������������������������ ���
,� %$&.*5281' 21 8�6� +($/7+ &$5( ),1$1&( $1' /($',1*

5()250 352326$/6 �������������������������������������������������������������������������� ���
0(',&$5( )25 $// ����������������������������������������������������������������������������� ���

),;,1* 7+( $&$:,7+ $1 ,1',9,'8$/ 38%/,& 237,21��������������������� ���
(03/2<(5�6321625(' &29(5$*( $6 $1 $775$&7,9( 67$57,1*

32,17 )25 5()250 ��������������������������������������������������������������������������������������� ���
�� 7+( (92/9,1* 3,&785( 2) 7+( (03/2<(50$5.(7 $1'
*52:,1* &2676 ��������������������������������������������������������������������������������������� ���
�� 7+( $'0,1,675$7,9( &2676 $1' &+$//(1*(6 2) (03/2<(5�
3529,'(' +($/7+ &29(5$*(����������������������������������������������������������������� ���

,,� 285 352326$/� $1 (03/2<(5 38%/,& +($/7+ ,1685$1&(
237,21 ������������������������������������������������������������������������������������������������ ���

$� 7+( %$6,& &$6( )25 $1 (03/2<(5 38%/,& 237,21������������������������� ���
�� ),;,1* 352%/(06 :,7+ -2%�%$6(' +($/7+ &29(5$*(��������������� ���
�� $%,/,7< 72 7(67 75$16,7,21 72 $ 6,1*/(�3$<(5 6<67(0����������� ���
�� ),6&$/ $1' 32/,7,&$/ $'9$17$*(6���������������������������������������������� ���

%� '(6,*1 )($785(6 2) $1 (03/2<(5 38%/,& 237,21 ������������������������ ���
�� 92/817$5< (03/2<(5 $'237,21 ������������������������������������������������� ���
�� 7$5*(7 0$5.(7 ������������������������������������������������������������������������������ ���
�� (;&/86,9,7< 5(48,5(0(176 ���������������������������������������������������������� ���
�� %(1(),76 $1' &267�6+$5,1* ��������������������������������������������������������� ���
�� 35,&,1* $1' ),1$1&,1* 2) 7+( (03/2<(5 38%/,& 237,21 ��������� ���
�� ,1&25325$7,1* $&$ 68%6,',(6 ����������������������������������������������������� ���
�� 1(7:25. $1' 5(,0%856(0(17 5$7(6 ����������������������������������������� ���
�� '(6,*1,1* )25 3257$%,/,7< $1' ,17(*5$7,1*:,7+0(',&$,'� ���
�� 5(*8/$725< 5(/,() ������������������������������������������������������������������������ ���

&� 327(17,$/ ,17(5(67 ,1 $1 (03/2<(5 38%/,& 237,21 ������������������� ���
,,,� ),6&$/ ,03/,&$7,216� 6&25,1* $1 (03/2<(5 38%/,&

237,21 ������������������������������������������������������������������������������������������������ ���
$ 6+257 35,0(5 21 )('(5$/ %8'*(7,1* )25 (;&+$1*(
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$1 29(59,(: 2) 6&25,1* (67,0$7(6 )25 /($',1* 5()250
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'(6,*1,1* $1 (03/2<(5 38%/,& 237,21 :,7+ %8'*(7 6&25,1*
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86,1* 5(&21&,/,$7,21 72 (1$&7 $1 (03/2<(5 38%/,& 237,21��� ���

&21&/86,21 ���������������������������������������������������������������������������������������������������� ���
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,1752'8&7,21

:KHQ LW FRPHV WR KHDOWK SROLF\ LQ WKH 8QLWHG 6WDWHV� WZR RSSRVLQJ WUXWKV DUH
HYLGHQW� )XQGDPHQWDO FKDQJH LV QHHGHG� DQG IXQGDPHQWDO FKDQJH LV LPSRVVLEOH�
(YHQ D GHFDGH DIWHU WKH 3DWLHQW 3URWHFWLRQ DQG $IIRUGDEOH &DUH $FW �$&$�
DGGUHVVHG VRPH RI WKH JDSV LQ KRZ $PHULFDQV SD\ IRU KHDOWK FDUH� PDQ\ SHRSOH
VWLOO VWUXJJOH WR DIIRUG FDUH LQ D V\VWHP WKDW UHPDLQV XQFRRUGLQDWHG� LQHIILFLHQW� DQG
LQHTXLWDEOH� 3HUKDSV WKH $&$¶V ELJJHVW DFFRPSOLVKPHQW ZDV WR H[SDQG WKH
0HGLFDLG SURJUDP� ZKLFK SURYLGHV PHGLFDO FDUH IRU ORZHU�LQFRPH LQGLYLGXDOV DQG
IDPLOLHV� 7KH $&$¶V HIIRUWV WR UHIRUP WKH SULYDWH PDUNHW� ZKLOH UHPDUNDEOH
SROLWLFDOO\� KDYH KDG OHVV LPSDFW� 0RVW QRWDEO\� WKHVH HIIRUWV ZHUH LQFUHPHQWDO DQG
UHODWLYHO\ VPDOO�VFDOH� 7KH\ GLG OLWWOH WR OD\ WKH JURXQGZRUN LQ WKH 8QLWHG 6WDWHV
IRU WKH ORQJHU�WHUP VWUXFWXUHV QHHGHG WR SD\ IRU KHDOWK FDUH PRUH HIILFLHQWO\ DQG
HTXLWDEO\�

7KLV $UWLFOH VHWV RXW WR EXLOG RQ H[LVWLQJ SROLF\ SURSRVDOV DQG RIIHU D
IRXQGDWLRQ IRU PRUH SURGXFWLYH DQG IXQGDPHQWDO FKDQJH LQ $PHULFDQ KHDOWK FDUH
ILQDQFLQJ²ZKLOH EHLQJ FDXWLRXV QRW WR SURFHHG DW D SDFH RU LQ D GLUHFWLRQ WKDW LV
ILVFDOO\ LUUHVSRQVLEOH� SROLWLFDOO\ IUDXJKW� RU VLPSO\ LPSUDFWLFDO�:H SURSRVH JLYLQJ
HPSOR\HUV WKH RSSRUWXQLW\ WR SURYLGH KHDOWK LQVXUDQFH FRYHUDJH IRU WKHLU
HPSOR\HHV WKURXJK D 0HGLFDUH�EDVHG SXEOLF KHDOWK LQVXUDQFH RSWLRQ� 2XU SURSRVDO
ZLOO GLVDSSRLQW WKRVH ZKR ZRXOG OLNH WR VHH D VZLIW PRYH WR 0HGLFDUH IRU $OO�
/LNHZLVH� LW HQWDLOV PRUH FKDQJH WKDQ SUHIHUUHG E\ WKRVH ZKR DUH XVHG WR� RU
SURILWLQJ IURP� WKH FXUUHQW V\VWHP� ,Q RWKHU ZRUGV� ZKDW ZH SURSRVH LV SUREDEO\
QRW DQ\RQH¶V ILUVW FKRLFH� <HW� LW RIIHUV WUDQVIRUPDWLYH SRWHQWLDO ZKLOH DYRLGLQJ
XQQHFHVVDU\ GLVUXSWLRQ� DQG WKH SRVVLELOLW\ RI D FRQVHQVXV SDWK IRUZDUG RQ KHDOWK
FDUH UHIRUP�

5HFHQW KHDOWK UHIRUP SURSRVDOV VXIIHU IURP EHLQJ WRR GLVUXSWLYH RU WRR OLPLWHG
LQ VFRSH WR ZDUUDQW WKH SROLWLFDO FDSLWDO WKH\ GHPDQG� 2Q WKH RQH KDQG� 0HGLFDUH
IRU $OO �0)$� ZRXOG VZLIWO\ WUDQVIRUP WKH FXUUHQW V\VWHP� ,I GHVLJQLQJ IURP
VFUDWFK WRGD\� WKLV RSWLRQ WKDW LV FORVHU WR ZKDW H[LVWV LQ PDQ\ SHHU QDWLRQV ZRXOG
PRVW FHUWDLQO\ SURGXFH D ORZHU FRVW V\VWHP ZLWK EHWWHU RXWFRPHV�� <HW� 0)$
GLVORFDWHV D ODUJH QXPEHU IURP H[LVWLQJ FRYHUDJH TXLFNO\ DQG LV GHPRQL]HG DV
DQWLWKHWLFDO WR LQGLYLGXDO DXWRQRP\ DQG IUHH FKRLFH� ,W UDLVHV WKH VSHFWHU RI
JRYHUQPHQW RYHUUHDFK DQG HYRNHV XQFRPIRUWDEOH PHPRULHV RI 3UHVLGHQW 2EDPD¶V
PXFK�UHSHDWHG DVVXUDQFH WKDW XQGHU WKH $&$ SHRSOH ZKR OLNH WKHLU KHDOWK FDUH

� 5RRVD 7LNNDQHQ 	 0HOLQGD .� $EUDPV� 8�6� +HDOWK &DUH IURP D *OREDO 3HUVSHFWLYH� �����
+LJKHU 6SHQGLQJ� :RUVH 2XWFRPHV"� &20021:($/7+ )81' �-DQ� ��� ������
KWWSV���ZZZ�FRPPRQZHDOWKIXQG�RUJ�SXEOLFDWLRQV�LVVXH�EULHIV������MDQ�XV�KHDOWK�FDUH�JOREDO�
SHUVSHFWLYH����� �³7KH 8�6� VSHQGV PRUH RQ KHDOWK FDUH DV D VKDUH RI WKH HFRQRP\²QHDUO\ WZLFH DV
PXFK DV WKH DYHUDJH 2(&' FRXQWU\²\HW KDV WKH ORZHVW OLIH H[SHFWDQF\ DQG KLJKHVW VXLFLGH UDWHV
DPRQJ WKH �� QDWLRQV�´��
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FRXOG NHHS LW��
7KH EXGJHWDU\ SULFH WDJ IRU 0)$ LV DQ HTXDOO\ VXEVWDQWLDO LPSHGLPHQW� 7KH

FRVW RI RSHUDWLQJ D IXOO\ LPSOHPHQWHG 0)$ SURJUDP LV HVWLPDWHG WR UXQ LQWR WKH
WULOOLRQV RI GROODUV� QHFHVVLWDWLQJ D VXEVWDQWLDO LQFUHDVH LQ IHGHUDO WD[HV�� 7R EH VXUH�
FRPSDUDWLYH HYLGHQFH VXJJHVWV WKDW D ZHOO�PDQDJHG SXEOLF KHDOWK FDUH ILQDQFLQJ
V\VWHP ZRXOG UHGXFH WKH RYHUDOO KHDOWK FDUH VSHQGLQJ LQ WKH 8QLWHG 6WDWHV��
0RUHRYHU� VWDQGDUG ODERU HFRQRPLFV SUHGLFWV WKDW XQLYHUVDO SXEOLF FRYHUDJH FRXOG
KHOS ZRUNHUV E\ UHGXFLQJ WKH VKDUH RI WKHLU FRPSHQVDWLRQ FRQVXPHG E\ HYHU�ULVLQJ
KHDOWK FDUH VSHQGLQJ�� 7KHVH GHIHQVHV RI 0)$ DUH� KRZHYHU� FRPSOLFDWHG DQG
GHSHQG XSRQ DVVXPSWLRQV DERXW PDUNHW DGMXVWPHQWV DQG HFRQRPLHV RI VFDOH WKDW
DUH GLIILFXOW WR FRQYH\ LQ DFDGHPLF VHPLQDUV� PXFK OHVV SUHVLGHQWLDO GHEDWHV RU
7ZLWWHU IHHGV� )RU PDQ\� WKH VSHFWHU RI KLJKHU WD[HV IRU 0)$ GURZQV RXW DOO HOVH�

2Q WKH RWKHU HQG RI WKH VSHFWUXP DUH LGHDV IRU LQFUHPHQWDO H[SDQVLRQ� EXLOGLQJ
RQ WKH VXFFHVVHV RI WKH $&$� 2QH H[DPSOH LV DGGLQJ D SXEOLF RSWLRQ EDVHG RQ
0HGLFDUH WR WKH $&$ 0DUNHWSODFHV� LQ WKHRU\ WR FRPSHWH ZLWK SULYDWH SODQV
DOUHDG\ RIIHUHG�� ,W LV WDUJHWHG QDUURZO\ DW WKRVH ZKR SXUFKDVH LQGLYLGXDO
FRYHUDJH²WKRVH ZKR DUH QRW RIIHUHG HPSOR\HU�EDVHG FRYHUDJH DQG ZKR DUH
LQHOLJLEOH IRU 0HGLFDLG� ,Q FRQWUDVW WR 0)$� WKH PDLQ VHOOLQJ SRLQWV RI D SXEOLF
RSWLRQ DUH� ILUVW� WKDW LW UHWDLQV D KLJK GHJUHH RI LQGLYLGXDO FKRLFH DQG� VHFRQG� LW
KDV D UHODWLYHO\ VPDOO ILVFDO IRRWSULQW� %XW D SXEOLF RSWLRQ IRU LQGLYLGXDOV ZRXOG
UHDFK RQO\ D WLQ\ IUDFWLRQ RI WKH SRSXODWLRQ�� 7KLV LQFUHPHQWDO UHIRUP ZRXOG QRW

� 6HH $QJLH 'UREQLF +RODQ� /LH RI WKH <HDU� ³,I <RX /LNH <RXU +HDOWK &DUH 3ODQ� <RX &DQ
.HHS ,W´� 32/,7,)$&7 �'HF� ��� ������ KWWSV���ZZZ�SROLWLIDFW�FRP�DUWLFOH������GHF����OLH�\HDU�LI�
\RX�OLNH�\RXU�KHDOWK�FDUH�SODQ�NHHS�LW��

� 6HH LQIUD 7DEOH 2QH �HVWLPDWLQJ WKH QHW ILVFDO LPSDFW RI 6HQDWRUV 6DQGHUV¶ DQG :DUUHQ¶V
0HGLFDUH IRU $OO SURSRVDOV DW ������ WULOOLRQ DQG ���� WULOOLRQ� UHVSHFWLYHO\��

� 7LNNDQHQ 	 $EUDPV� VXSUD QRWH ��
� 6HH� H�J�� /DZUHQFH +� 6XPPHUV� 6RPH 6LPSOH (FRQRPLFV RI 0DQGDWHG %HQHILWV� �� $0�

(&21� 5(9� ��� �GLVFXVVLQJ WKH IXQJLELOLW\ RI FRPSHQVDWLRQ LQ FDVK DQG YLD EHQHILWV��
� 'XULQJ WKH ��������� 'HPRFUDWLF SUHVLGHQWLDO SULPDULHV� 3HWH %XWWLJLHJ FRLQHG LW ³0HGLFDUH

IRU DOO ZKR ZDQW LW�´ 6FRWW 6LPRQ 	 +HLGL *OHQQ� ³-XVW 7KH 5LJKW 3ROLF\´� 3HWH %XWWLJLHJ 2Q +LV
³0HGLFDUH )RU $OO :KR :DQW ,W´ 3ODQ� 135 �1RY� �� ������
KWWSV���ZZZ�QSU�RUJ����������������������MXVW�WKH�ULJKW�SROLF\�SHWH�EXWWLJLHJ�RQ�KLV�PHGLFDUH�
IRU�DOO�ZKR�ZDQW�LW�SODQ �SURYLGLQJ D YLGHR DQG VXPPDU\ RI DQ LQWHUYLHZ ZLWK 3HWH %XWWLJLHJ
UHJDUGLQJ KLV KHDOWK SODQ SURSRVDO GXULQJ WKH ��������� 'HPRFUDWLF SULPDULHV�� VHH DOVR /HWWHU IURP
)UDQN 3DOORQH� -U�� &KDLUPDQ� +� &RPP� RQ (QHUJ\ 	 &RP� 	 3DWW\ 0XUUD\� &KDLU� 6� &RPP� RQ
+HDOWK� (GXF�� /DE� 	 3HQVLRQV� WR $OO ,QWHUHVWHG 3HUVRQV �0D\ ��� ������
KWWSV���HQHUJ\FRPPHUFH�KRXVH�JRY�VLWHV�GHPRFUDWV�HQHUJ\FRPPHUFH�KRXVH�JRY�ILOHV�GRFXPHQWV�3X
EOLF���2SWLRQ�����������B),1$/�SGI �UHTXHVWLQJ LQIRUPDWLRQ IURP VWDNHKROGHUV RQ SRWHQWLDO
SXEOLF RSWLRQ OHJLVODWLRQ��

� $FFRUGLQJ WR D UHYLHZ RI WKH PRVW SURPLQHQW KHDOWK FDUH UHIRUPV RI 'HPRFUDWLF SUHVLGHQWLDO
FDQGLGDWHV XSGDWHG LQ )HEUXDU\ ����� WKH %LGHQ SXEOLF RSWLRQ SURSRVDO ZRXOG KDYH H[SDQGHG
FRYHUDJH E\ RQO\ �� WR �� PLOOLRQ SHRSOH� 6HH &200� )25 $ 5(63216,%/( )('� %8'*(7� 35,0$5<
&$5(� (67,0$7,1* '(02&5$7,& &$1','$7(6¶ +($/7+ 3/$16 � �)HE� ��� ������
KWWS���ZZZ�FUIE�RUJ�SDSHUV�SULPDU\�FDUH�HVWLPDWLQJ�GHPRFUDWLF�FDQGLGDWHV�KHDOWK�SODQV�
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DGGUHVV� DQG FRXOG GHHSHQ� VWUXFWXUDO SUREOHPV LQ WKH V\VWHP�� ,W LV D OD\HU RI SODVWHU
VSUHDG JLQJHUO\ DFURVV D FUXPEOLQJ ZDOO� (YHQ WKRXJK VRPH SXEOLF RSWLRQ
SURSRVDOV HQJDJH WR D OLPLWHG GHJUHH ZLWK HPSOR\HU�VSRQVRUHG SODQV� QRQH KDV
HQYLVLRQHG DQ\ VLJQLILFDQW PRYHPHQW DZD\ IURP RXU KHIW\ UHOLDQFH RQ MRE�EDVHG
FRYHUDJH�

+HDOWK SROLF\ H[SHUWV LQ WKH 8QLWHG 6WDWHV KDYH ORQJ ODPHQWHG WKH FHQWUDOLW\
RI HPSOR\HU�VSRQVRUHG� RU MRE�EDVHG� KHDOWK LQVXUDQFH DV DQ DFFLGHQW RI KLVWRU\
WKDW KDV EHFRPH LQFUHDVLQJO\ HQJUDLQHG RYHU WLPH� GXH WR LWV IDYRUDEOH WUHDWPHQW
E\ WKH WD[ FRGH DQG D VHULHV RI RWKHU SROLF\ GHFLVLRQV�� $OWKRXJK KDYLQJ D
FRQQHFWLRQ EHWZHHQ WKH ZRUNSODFH DQG KHDOWK FDUH LV QR JOREDO DQRPDO\� WKH
$PHULFDQ ZD\ RI W\LQJ KHDOWK EHQHILWV WR D MRE LV XQLTXH DQG GRHV QRW ZRUN ZHOO
IRU PDQ\ SHRSOH� LQFUHDVLQJO\ VR� (PSOR\HU�VSRQVRUHG KHDOWK LQVXUDQFH FRYHUDJH
KDV EHFRPH OHVV JHQHURXV RYHU WLPH� OHDYLQJ KRXVHKROGV YXOQHUDEOH WR
XQPDQDJHDEOH KHDOWK FDUH H[SHQVHV� HVSHFLDOO\ DV WKLV FRYHUDJH FRPSULVHV DQ
LQFUHDVLQJ VKDUH RI ZRUNHUV¶ WRWDO FRPSHQVDWLRQ��� $QG LW KDV EHFRPH D PDMRU
VWXPEOLQJ EORFN²ZH WKLQN WKH SULPDU\ VWXPEOLQJ EORFN²WR PRUH SURGXFWLYH
VWUXFWXUDO FKDQJH� ZKLFK LV VWDUNO\ QHHGHG QRZ PRUH WKDQ HYHU�

2XU SURSRVDO KDV WKH SRWHQWLDO WR UHYHUVH WKH WUHQG RI FUHHSLQJ FRVWV DQG OHVV
JHQHURXV FRYHUDJH E\ WDNLQJ DGYDQWDJH RI WKH JRYHUQPHQW¶V DELOLW\ WR GHOLYHU
ORZHU SULFHV IRU D ODUJH VHFWLRQ RI WKH KHDOWK FDUH PDUNHW� 7KH 8QLWHG 6WDWHV KDV
WKH PRVW H[SHQVLYH� LQHIILFLHQW� DQG LQHTXLWDEOH KHDOWK FDUH V\VWHP DPRQJ LWV
2(&' SHHU QDWLRQV��� :H VSHQG WZLFH DV PXFK DV WKH DYHUDJH 2(&' QDWLRQ DQG
JHW ZRUVH RXWFRPHV WKDQ PRVW RQ FULWLFDO PHWULFV� OLNH OLIH H[SHFWDQF\� FKURQLF
GLVHDVH EXUGHQ� DQG DYRLGDEOH GHDWK��� :KDW PRVW GULYHV KLJK KHDOWK FDUH VSHQGLQJ
LV KLJK SULFHV �ZH XVH OHVV FDUH SHU FDSLWD WKDQ PRVW RWKHU FRXQWULHV���� 3ULFHV DUH
KLJK EHFDXVH RI D ODFN RI JRYHUQPHQWDO UDWH�VHWWLQJ� D ILQDQFLQJ V\VWHP
LQHIILFLHQWO\ IUDJPHQWHG LQWR WRR PDQ\ SD\HUV� DQG FRQVROLGDWLRQ DPRQJ SURYLGHUV�
ZKR LQ PDQ\ JHRJUDSKLHV FDQ QDPH WKHLU UHLPEXUVHPHQW UDWHV LQ QHJRWLDWLRQ ZLWK
SULYDWH SD\HUV� HYHQ WKH ODUJHVW RQHV��� 3XEOLF SD\HUV� OLNH 0HGLFDUH� LQ FRQWUDVW�
KDYH PRUH VXFFHVVIXOO\ FRQWUROOHG KHDOWK FDUH FRVW JURZWK�

:H DOO WKUHH EHOLHYH WKDW IL[LQJ KRZ ZH SD\ IRU KHDOWK FDUH LQ WKH 8QLWHG 6WDWHV

� 6HH $OOLVRQ .� +RIIPDQ� 7KH ,URQ\ RI +HDOWK &DUH¶V 3XEOLF 2SWLRQ� LQ 32/,7,&6� 32/,&<� $1'
38%/,& 237,216 �*DQHVK 6LWDUDPDQ 	 $QQH $OVWRWW HGV�� ����� �GHVFULELQJ WKH OLPLWDWLRQV RI DQ
LQGLYLGXDO SXEOLF RSWLRQ��

� 6HH 7LPRWK\ -RVW� $FFHVV WR +HDOWK ,QVXUDQFH DQG +HDOWK %HQHILWV� LQ 2;)25'+$1'%22. 2)
8�6� +($/7+ /$: �,� *OHQQ &RKHQ� $OOLVRQ .� +RIIPDQ 	 :LOOLDP 0� 6DJH HGV�� ������

�� 6HH LQIUD 6HFWLRQ ,�&�
�� 7LNNDQHQ 	 $EUDPV� VXSUD QRWH ��
�� ,G�
�� ,G� �VKRZLQJ ORZHU UDWHV RI SK\VLFLDQ YLVLWV� VLPLODU KRVSLWDOL]DWLRQ� EXW JUHDWHU XVH RI 05,

VFDQV SHU FDSLWD��
�� 6HH LQIUD 6HFWLRQ ,,�$�
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PXVW LQYROYH PRYLQJ DZD\ IURP D SULPDULO\ HPSOR\HU�EDVHG SULYDWH ILQDQFLQJ
V\VWHP� DQG WKDW VXFK D VKLIW QHHGV WR KDSSHQ JUDGXDOO\ JLYHQ SROLWLFDO DQG
DGPLQLVWUDWLYH UHDOLWLHV� :H WKLQN WKH EHVW ZD\ WR DFFRPSOLVK WKDW JUDGXDO VKLIW LV
WR RIIHU HPSOR\HUV WKH RSSRUWXQLW\ WR UHOHDVH WKHPVHOYHV IURP WKH EXUGHQ RI
GHVLJQLQJ DQG DGPLQLVWHULQJ KHDOWK FDUH EHQHILWV IRU WKHLU HPSOR\HHV WKURXJK WKH
FUHDWLRQ RI D GLIIHUHQW NLQG RI SXEOLF RSWLRQ WKDW SUHVHQWV WKH RSSRUWXQLW\ IRU KLJK�
YDOXH FRYHUDJH DW D ORZHU FRVW WKDQ WKH VWDWXV TXR�

,Q WKLV $UWLFOH� ZH PDNH WKH FDVH IRU D SXEOLF RSWLRQ GHVLJQHG LQWHQWLRQDOO\
DQG SULPDULO\ IRU HPSOR\HUV DV DQ DOWHUQDWLYH WR SULYDWH LQVXUDQFH SODQV IRU WKHLU
HPSOR\HHV� :H SURSRVH WKDW WKLV HPSOR\HU SXEOLF RSWLRQ EXLOG RQ 0HGLFDUH
EHFDXVH LW RIIHUV JRRG FRYHUDJH� DQ H[FHOOHQW SURYLGHU QHWZRUN� DQG WKH DELOLW\ WR
UHO\ RQ JRYHUQPHQWDO SULFH QHJRWLDWLRQV� ,W LV QRW SHUIHFW� EXW LW RIIHUV DQ H[FHOOHQW
VWDUWLQJ SRLQW� ,I ZRUNHUV OLNH LW� ZKLFK ZH EHOLHYH PDQ\ ZRXOG IRU UHDVRQV
GHVFULEHG EHORZ� LW FRXOG ZDUP SHRSOH WR WKH EHQHILWV RI SXEOLF FRYHUDJH PRUH
EURDGO\���

,I LW ZRUNV� JUDGXDOO\ DQG RUJDQLFDOO\� PRUH HPSOR\HUV²ODUJH DQG VPDOO²
ZRXOG RSW LQ� HYHQWXDOO\ SURGXFLQJ D OHVV GLVMRLQWHG DQG H[SHQVLYH ZD\ RI SD\LQJ
IRU KHDOWK FDUH� $FFRUGLQJ WR UHFHQW HVWLPDWHV� ��� PLOOLRQ LQGLYLGXDOV KDG
HPSOR\HU�VSRQVRUHG KHDOWK LQVXUDQFH DV FRPSDUHG ZLWK ���� PLOOLRQ ZLWK
LQGLYLGXDO FRYHUDJH DQG URXJKO\ ���� PLOOLRQ XQLQVXUHG �WKH UHPDLQGHU RI WKH
SRSXODWLRQ DOUHDG\ KDV SXEOLF FRYHUDJH���� ,Q RWKHU ZRUGV� WKUHH WLPHV PRUH SHRSOH
KDYH FRYHUDJH WKURXJK DQ HPSOR\HU WKDQ WKH VXP RI FXUUHQW LQGLYLGXDO PDUNHW
HQUROOHHV DQG WKH XQLQVXUHG� $Q\ HIIRUW WR VWUHDPOLQH WKH RYHUDOO KHDOWK FDUH
ILQDQFLQJ V\VWHP PXVW LQFOXGH WKLV SRSXODWLRQ� :KLOH RXU DSSURDFK ZRXOG QRW
OLNHO\ UHVXOW LQ 0HGLFDUH IRU $OO� DQ HPSOR\HU SXEOLF RSWLRQ PLJKW GHOLYHU
VRPHWKLQJ OLNH 0HGLFDUH IRU 0DQ\ 0RUH RU 0HGLFDUH IRU 0RVW�

:H SUHVHQW LQ WKLV $UWLFOH D EDVLF FRQFHSW IRU DQ HPSOR\HU�EDVHG SXEOLF
RSWLRQ� $UJXPHQWV LQ IDYRU DUH PXOWL�IDFHWHG DQG FRPSHOOLQJ� )LUVW� LW RIIHUV D
FRRUGLQDWHG ZD\ WR WHVW DQ H[SDQVLRQ RI SXEOLF FRYHUDJH WR WKH ZRUNLQJ�DJH
SRSXODWLRQ� :H DGYRFDWH IRU IRFXVLQJ ILUVW RQ ODUJH HPSOR\HUV WR WDNH DGYDQWDJH
RI WKHVH HPSOR\HUV¶ UHODWLYH H[SHUWLVH LQ KHDOWK LQVXUDQFH DQG DELOLW\ WR VXSSRUW UROO
RXW DQG WHVWLQJ RI WKH LGHD WR D VLJQLILFDQW QXPEHU RI SHRSOH��� ,I HYHQ MXVW D KDQGIXO

�� $Q LQWHUHVWLQJ TXHVWLRQ LV ZKHWKHU SHRSOH ZRXOG XQGHUVWDQG WKLV SODQ DV SXEOLF FRYHUDJH�
HYHQ LI LW LV EDVHG RQ 0HGLFDUH DQG DGPLQLVWUDWHG E\ WKH JRYHUQPHQW� LI RIIHUHG WKURXJK WKH
ZRUNSODFH� ,Q DGGLWLRQ� WR WKH GHJUHH WKH HPSOR\HUV DUH ILQDQFLQJ WKH FRYHUDJH� DV EHIRUH� LW LV
VRPHZKDW RI D SXEOLF�SULYDWH SDUWQHUVKLS� <HW� VLQFH UHJXODWRUV GHVLJQ WKH EHQHILWV� VHW WKH SULFHV�
DQG SD\ WKH ELOOV� LW UHWDLQV PRUH SXEOLF WKDQ SULYDWH FKDUDFWHULVWLF�

�� +HDOWK ,QVXUDQFH &RYHUDJH RI WKH 7RWDO 3RSXODWLRQ� .$,6(5 )$0� )281'��
KWWSV���ZZZ�NII�RUJ�RWKHU�VWDWH�LQGLFDWRU�WRWDO�SRSXODWLRQ� �UHSRUWLQJ ���� GDWD��

�� ,Q ����� RYHU WZR�WKLUGV RI SULYDWH VHFWRU HPSOR\HHV ZRUNHG IRU ILUPV ZLWK PRUH WKDQ ���
HPSOR\HHV� ZLWK VRPH ����� DW ILUPV ZLWK RYHU RQH WKRXVDQG HPSOR\HHV� DQG D VLPLODU VKDUH RI
HPSOR\HHV LQ WKHVH FDWHJRULHV RI ILUPV KDG HPSOR\HU�VSRQVRUHG LQVXUDQFH �(6,� FRYHUDJH� 7KHVH
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RI ODUJH HPSOR\HUV FKRVH WR SDUWLFLSDWH LQ D SXEOLF RSWLRQ� LW FRXOG SURYLGH YDOXDEOH
LQIRUPDWLRQ DERXW WKH EHQHILWV DQG FRVWV VDYLQJV SRVVLEOH IURP PRYLQJ WRZDUG D
QDWLRQDO V\VWHP RI KHDOWK FDUH ILQDQFLQJ��� 7KH H[SHULHQFH JDLQHG WKURXJK WKLV
WUDQVLWLRQ²LQFOXGLQJ XQGHUVWDQGLQJ WKH QXPEHU DQG W\SH RI HPSOR\HUV WKDW FKRRVH
WKH SXEOLF RSWLRQ²ZRXOG RIIHU FRPSHOOLQJ HYLGHQFH RQ ZKDW PLJKW EH WKH KLJKHVW�
YDOXH ZD\ WR JHW HPSOR\HHV KHDOWK LQVXUDQFH� UHYHDOHG WKURXJK WKH YROXQWDU\� DQG
KRSHIXOO\ HGXFDWHG� GHFLVLRQV PDGH E\ HPSOR\HUV ZLWK VXEVWDQWLDO H[SHUWLVH LQ
FKRRVLQJ KHDOWK FDUH SODQV�

(PSOR\HUV DOVR RIIHU DQ HIILFLHQW GLVWULEXWLRQ FKDQQHO WR UHDFK VRPH RI WKH
UHPDLQLQJ XQLQVXUHG� HVSHFLDOO\ ORZHU�LQFRPH XQLQVXUHG� 5HFHQW VXUYH\V UHYHDO
WKDW QRZ� XQOLNH EHIRUH WKH $&$� WKH PDMRULW\ RI XQLQVXUHG SHRSOH DUH HPSOR\HG
HLWKHU IXOO�WLPH RU SDUW�WLPH��� 6RPH RI WKHVH ZRUNHUV� ZKR DUH GLVSURSRUWLRQDWHO\
ORZ�LQFRPH� DUH RIIHUHG ZRUNSODFH FRYHUDJH WKDW WKH\ FDQQRW DIIRUG DQG RWKHUV DUH
QRW RIIHUHG LW DW DOO��� $ SXEOLF RSWLRQ IRU HPSOR\HUV FDQ EH WDLORUHG WR LQFHQWLYL]H
HPSOR\HUV WR H[WHQG FRYHUDJH WR SUHYLRXVO\ H[FOXGHG ZRUNHUV DQG FDQ VXEVLGL]H
ORZ�LQFRPH ZRUNHUV¶ VKDUH RI WKH FRVWV RI FRYHUDJH�

$Q HPSOR\HU SXEOLF RSWLRQ FRXOG RIIHU DQ DSSHDOLQJ DOWHUQDWLYH WR SULYDWH
SODQV IRU HPSOR\HUV� ZKR DUH LQFUHDVLQJO\ IUXVWUDWHG ZLWK DGPLQLVWHULQJ SULYDWH
KHDOWK EHQHILWV� 7KHUH DUH JRRG UHDVRQV WR EHOLHYH WKDW PDQ\ HPSOR\HUV� ERWK VPDOO
DQG ODUJH� ZRXOG QRW RQO\ FKRRVH WR SDUWLFLSDWH LQ D SXEOLF RSWLRQ EXW ZRXOG DOVR
KHOS DGYRFDWH IRU LW� HYHQ LI WKHUH PD\ EH VRPH LQLWLDO KXUGOHV WR RYHUFRPH�
(PSOR\HUV WKDW FKRRVH WR RIIHU D JURXS KHDOWK SODQ LQ WKH FXUUHQW HQYLURQPHQW PXVW
PDQDJH KHDOWK FDUH FRVWV WKDW RXWSDFH LQIODWLRQ DQG PXVW GR VR ZLWKLQ D KLJKO\
UHJXODWHG DQG FRPSOH[ OHJDO HQYLURQPHQW� ,QFUHDVLQJO\� WKH\ DGGUHVV FRVW
LQFUHDVHV E\ OLPLWLQJ WKH SURYLGHU QHWZRUNV LQ WKHLU SODQV RU E\ VKLIWLQJ PRUH FRVWV
RQWR HPSOR\HHV� 7KH SRVVLELOLW\ IRU UHOLHI IURP WKLV ILQDQFLDO DQG UHJXODWRU\ PRUDVV

HVWLPDWHV DUH GHULYHG IURP $*(1&< )25 +($/7+&$5( 5(6($5&+ $1' 48$/,7<� 8�6� '(3¶7 2)
+($/7+ 	 +80� 6(596�� 0(',&$/ (;3(1',785( 3$1(/ 6859(< ������ >KHUHLQDIWHU ���� 0(36
'$7$@� VHH DOVR .$,6(5 )$0� )281'�� (03/2<(5 +($/7+ %(1(),76� ���� $118$/ 6859(< ��
������ >KHUHLQDIWHU .)) (PSOR\HU +HDOWK %HQHILWV ����@� KWWSV���ILOHV�NII�RUJ�DWWDFKPHQW�5HSRUW�
(PSOR\HU�+HDOWK�%HQHILWV������$QQXDO�6XUYH\�SGI �ILQGLQJ WKDW PRVW ZRUNHUV ZRUN IRU ODUJH ILUPV
WKDW RIIHU KHDOWK EHQHILWV��

�� )RU H[DPSOH� LI RQH IRFXVHV RQ MXVW WKH WRS WHQ (6, SURJUDPV DV UHSRUWHG RQ )RUPV ���� �WKH
DQQXDO UHSRUW ILOHG E\ HPSOR\HH EHQHILW SODQV ZLWK WKH 'HSDUWPHQW RI /DERU� LQ ����� FRYHUHG
LQGLYLGXDOV WRWDO PRUH WKDQ ��� PLOOLRQ� 7KH ODUJHVW UHSRUWLQJ SODQ²:DOPDUW ,QF� $VVRFLDWHV¶ +HDOWK
DQG :HOIDUH 3ODQ²UHSRUWV RYHU ��� PLOOLRQ HPSOR\HHV FRYHUHG� 6HH )5(((5,6$�
KWWSV���IUHHHULVD�FRP �ODVW YLVLWHG 0DU� ��� ������

�� 6HH LQIUD WH[W DFFRPSDQ\LQJ QRWHV ��������
�� 6HH 0DWWKHZ 5DH HW DO�� /RQJ�7HUP 7UHQGV LQ (PSOR\HU�%DVHG &RYHUDJH� 3(7(5621�.))

+($/7+ 6<67(0 75$&.(5 �$SU� �� ������ KWWSV���ZZZ�KHDOWKV\VWHPWUDFNHU�RUJ�EULHI�ORQJ�WHUP�
WUHQGV�LQ�HPSOR\HU�EDVHG�FRYHUDJH� �VKRZLQJ WKDW HPSOR\HU RIIHU UDWHV DQG HPSOR\HH WDNH�XS UDWHV
DUH ERWK VWURQJO\ FRUUHODWHG ZLWK KRXVHKROG LQFRPH OHYHO� ZLWK ORZHU�LQFRPH HPSOR\HHV PXFK OHVV
OLNHO\ WR EH RIIHUHG FRYHUDJH E\ DQ HPSOR\HU DQG� HYHQ ZKHQ RIIHUHG FRYHUDJH� PXFK OHVV OLNHO\ WR
HQUROO LQ VXFK FRYHUDJH��
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ZRXOG PRWLYDWH VRPH HPSOR\HUV WR VHOHFW D SXEOLF RSWLRQ� VR ORQJ DV WKHLU
HPSOR\HHV ZHUH JXDUDQWHHG KLJK�TXDOLW\ FRYHUDJH� $QG DW HPSOR\HUV ZKHUH
XQLRQV KDYH KDG D UROH LQ VKDSLQJ EHQHILWV LQ WKH SDVW� WKH\ FRXOG EH JLYHQ D YRLFH
LQ ZKHWKHU DQG KRZ WR WUDQVLWLRQ WR D SXEOLF RSWLRQ�

2XU SURSRVHG SXEOLF RSWLRQ LV YROXQWDU\� QRW FRPSHOOHG� ZKLFK KHOSV ZLWK
RSWLFV DQG SROLWLFV� (PSOR\HUV ZRXOG FKRRVH ZKHWKHU WR SDUWLFLSDWH� FRQVLVWHQW
ZLWK WKH FKRLFH D FRPSDQ\ IDFHV WRGD\ ZKHQ LW GHFLGHV ZKHWKHU WR VKLS LWV JRRGV
ZLWK WKH 8�6� 3RVWDO 6\VWHP RU )HGHUDO ([SUHVV DQG ZKHWKHU WR SULRULWL]H HPSOR\HH
WUDYHO E\ $PWUDN RU DLUOLQHV� (PSOR\HUV� HVSHFLDOO\ ODUJH HPSOR\HUV� DUH
FRPSDUDWLYHO\ ZHOO�HTXLSSHG WR HYDOXDWH WKH UHODWLYH YDOXH RI KHDOWK SODQV� ZKLOH
KRSHIXOO\ WDNLQJ LQWR DFFRXQW ZKDW WKHLU HPSOR\HHV QHHG� :KLOH D SXEOLF RSWLRQ LV
XVXDOO\ WRXWHG RQ WKH JURXQGV WKDW SULYDWH LQVXUHUV ³QHHG UHDO FRPSHWLWLRQ�´��
FRPSHWLWLRQ ZRUNV EHVW ZKHQ WKH FRQVXPHUV XQGHUVWDQG WKHLU FKRLFHV� $ PRXQWDLQ
RI HYLGHQFH VKRZV WKDW LQGLYLGXDOV VWUXJJOH WR GR VR ZKHQ PDNLQJ KHDOWK LQVXUDQFH
GHFLVLRQV��� $OWKRXJK QRW SHUIHFW� FRUSRUDWH KXPDQ UHVRXUFHV GHSDUWPHQWV FDQ
EHWWHU QDYLJDWH WKHVH ZDWHUV�

$Q HPSOR\HU SXEOLF RSWLRQ DOVR RIIHUV VLJQLILFDQW ILVFDO DGYDQWDJHV� &XUUHQW
HPSOR\HU DQG HPSOR\HH FRQWULEXWLRQV IRU HPSOR\HU�VSRQVRUHG KHDOWK LQVXUDQFH
FDQ EH UHWDLQHG²LQ ZKROH RU SDUW²WR ILQDQFH D VLJQLILFDQW VKDUH RI WKLV IRUP RI
SXEOLF RSWLRQ� ,QGHHG� LI WKH FRVW VDYLQJV RI 0HGLFDUH RYHU SULYDWH FRYHUDJH DUH
SUHVHUYHG HYHQ LQ SDUW� HPSOR\HUV DQG HPSOR\HHV VKRXOG ERWK FRPH RXW DKHDG
ILQDQFLDOO\� 3HUKDSV HYHQ PRUH LPSRUWDQW� WKH QHHG IRU KLJKHU WD[HV WR VXSSRUW WKLV
WUDQVLWLRQ ZLOO EH GUDPDWLFDOO\ ORZHU WKDQ WKRVH UHTXLUHG XQGHU RWKHU OHDGLQJ
UHIRUP SURSRVDOV� DV SD\PHQWV PDGH WR WKH 0HGLFDUH V\VWHP IRU WKLV NLQG RI SXEOLF
RSWLRQ ZRXOG EH DFFRXQWHG IRU DV D YROXQWDU\ H[FKDQJH WUDQVDFWLRQ²WHFKQLFDOO\
DQ RIIVHWWLQJ JRYHUQPHQW FROOHFWLRQ²DQG QRW D WD[ DQG VSHQGLQJ SURJUDP� 2QH
GLVDGYDQWDJH� DV FRPSDUHG WR 0HGLFDUH IRU $OO RU RWKHU DOO SD\HU DSSURDFKHV� LV
WKDW LW ZRXOG QRW OHDG WR WKH VDPH OHYHO RI DGPLQLVWUDWLYH VLPSOLILFDWLRQ IURP WKH
SURYLGHU SHUVSHFWLYH�

1R GRXEW� WKH SROLWLFDO OLIW ZLOO VWLOO EH KHUFXOHDQ� &HUWDLQ YHVWHG LQWHUHVWV ZKR
KDYH VXQN KHDOWK UHIRUP HIIRUWV LQ WKH SDVW²PRVW REYLRXVO\ SULYDWH KHDOWK
LQVXUDQFH FRPSDQLHV DQG SURYLGHUV²ZLOO UHVLVW DQ LQLWLDWLYH RI WKLV VRUW� 0HGLFDO
SURYLGHUV� IURP KRVSLWDOV WR GRFWRUV WR PHGLFDO GHYLFH DQG SKDUPDFHXWLFDO
FRPSDQLHV� ZKR JDLQ JUHDW SURILW RII WKH FXUUHQW V\VWHP ZLOO ILJKW DJDLQVW LW�
LQWXLWLQJ� FRUUHFWO\� WKDW LW ZRXOG PHDQ ORZHU UHLPEXUVHPHQW UDWHV WKDQ WKH\
FXUUHQWO\ HQMR\ IURP SULYDWH KHDOWK SODQV� (YHQ ODERU XQLRQV ZKR PLJKW VXSSRUW
WKH LGHD RQ D EODQN VODWH FRXOG UHVLVW LW LI WKH\ VDZ WKH HIIRUW DV WKUHDWHQLQJ WKH ORVV

�� 3UHVV 5HOHDVH� -RH%LGHQ�FRP� %LGHQ�6DQGHUV 8QLW\ 7DVN )RUFH 5HFRPPHQGDWLRQV �� �-XO\
�� ������ KWWSV���MRHELGHQ�FRP�ZS�FRQWHQW�XSORDGV���������81,7<�7$6.�)25&(�
5(&200(1'$7,216�SGI�

�� 6HH LQIUD 6HFWLRQ ,�&�
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RI EDUJDLQHG�IRU KHDOWK EHQHILWV� $Q\ HIIRUW DW QDWLRQDO KHDOWK FDUH UHIRUP�
UHJDUGOHVV RI WKH SROLF\� ZLOO VHH UHVLVWDQFH IURP WKHVH VDPH JURXSV� EXW D SXEOLF
RSWLRQ IRU HPSOR\HUV RIIHUV WUDQVIRUPDWLYH SRWHQWLDO WKDW PDNHV LW ZRUWK ZRUNLQJ
WKURXJK WKLV UHVLVWDQFH�

7KLV $UWLFOH LV RUJDQL]HG DV IROORZV� ,Q 3DUW ,� ZH SURYLGH D EULHI RYHUYLHZ RI
WKH 8�6� KHDOWK FDUH ILQDQFH V\VWHP DQG WKH OHDGLQJ SURSRVDOV IRU KHDOWK UHIRUP�
:H WKHQ GHVFULEH WKH FXUUHQW VWDWH RI HPSOR\HU�SURYLGHG FRYHUDJH DQG LWV
FKDOOHQJHV� ,Q 3DUW ,,� ZH PDNH WKH EDVLF FDVH IRU DQ HPSOR\HU SXEOLF RSWLRQ DQG
GHWDLO LWV NH\ GHVLJQ IHDWXUHV� :H DOVR FRQVLGHU LQ 3DUW ,, WKH OLNHOLKRRG WKDW
HPSOR\HUV ZLOO YROXQWDULO\ FKRRVH WR SDUWLFLSDWH LQ VXFK D SXEOLF RSWLRQ� ,Q 3DUW ,,,�
ZH IRFXV RQ WKH ILVFDO DVSHFWV RI D SXEOLF RSWLRQ IRU HPSOR\HUV� FRPSDULQJ LW WR WKH
ZLGHO\ SXEOLFL]HG VFRULQJ HVWLPDWHV IRU SURPLQHQW 0HGLFDUH IRU $OO SURSRVDOV DV
ZHOO DV WKH PRUH OLPLWHG ZRUN WKDW KDV EHHQ GRQH RQ WKH EXGJHWDU\ VFRULQJ RI RWKHU
SXEOLF RSWLRQ SURSRVDOV� $V H[SODLQHG LQ WKLV VHFWLRQ� WKH YROXQWDU\ QDWXUH RI D
SXEOLF RSWLRQ IRU HPSOR\HUV KDV D GUDPDWLF LPSDFW RQ FRQVHTXHQFHV RI WKLV
SURSRVDO IRU WKH IHGHUDO EXGJHW DQG HOHJDQWO\ LQWHUQDOL]HV WKH RIIVHWWLQJ VDYLQJV
WKDW HPSOR\HUV DQG HPSOR\HHV ZRXOG HQMR\ E\ PRYLQJ LQWR WKH 0HGLFDUH V\VWHPV
LQ WKLV PDQQHU� :H DOVR RIIHU LQ WKLV VHFWLRQ D EULHI DQDO\VLV RI ZK\ WKLV NLQG RI
UHIRUP PLJKW EH SRVVLEOH WKRXJK D EXGJHW UHFRQFLOLDWLRQ ELOO WKDW ZRXOG RQO\
UHTXLUH D VLPSOH 6HQDWH PDMRULW\�

,� %$&.*5281' 21 8�6� +($/7+ &$5( ),1$1&( $1' /($',1* 5()250
352326$/6

7KH 8QLWHG 6WDWHV LV XQLTXH DPRQJ QDWLRQV ZKHQ LW FRPHV WR SD\LQJ IRU KHDOWK
FDUH� DQG QRW LQ D JRRG ZD\� 0RVW 2(&' FRXQWULHV¶ V\VWHPV IRU KHDOWK FDUH
ILQDQFLQJ JUHZ XS LQ WKH HDUO\� WR PLG�WZHQWLHWK FHQWXU\ DV PHGLFDO FDUH EHFDPH
PRUH DGYDQFHG DQG H[SHQVLYH��� ,Q (XURSH� ZKDW HPHUJHG ZHUH SXEOLF V\VWHPV RI
KHDOWK FDUH ILQDQFH LQ WZR IRUPV� RIWHQ FKDUDFWHUL]HG FRDUVHO\ DV %HYHULGJH DQG
%LVPDUFNLDQ V\VWHPV��� 7KH %HYHULGJH DSSURDFK ZDV GLUHFW SURYLVLRQ RI KHDOWK
FDUH E\ WKH JRYHUQPHQW� DV LQ (QJODQG� ZKHUH WKH JRYHUQPHQW RZQV KRVSLWDOV DQG
HPSOR\V PHGLFDO SURIHVVLRQDOV²DND ³VRFLDOL]HG PHGLFLQH�´ ,Q %LVPDUFNLDQ
V\VWHPV� RU VRFLDO LQVXUDQFH� WKH JRYHUQPHQW ILQDQFHV KHDOWK FDUH EXW WKH SURYLGHUV
FDQ EH SXEOLF RU SULYDWH� 7KLV LV ZKDW WUDGLWLRQDO 0HGLFDUH LV LQ WKH 8QLWHG 6WDWHV�
(YHQ DV FRXQWULHV GHYHORSHG YDULDWLRQV RQ WKHVH WKHPHV� DW WKHLU FRUH� WKHVH
V\VWHPV HPEUDFHG WKH LGHD WKDW WKH JRYHUQPHQW ZRXOG WDNH D FHQWUDO UROH LQ
HQVXULQJ DFFHVV WR DIIRUGDEOH KHDOWK FDUH IRU WKH HQWLUH SRSXODWLRQ�

7KH 8QLWHG 6WDWHV FKDUWHG D ZKROO\ GLIIHUHQW SDWK� OHDGLQJ ZLWK SULYDWH KHDOWK

�� 3$8/ 67$55� 7+( 62&,$/ 75$16)250$7,21 2) $0(5,&$1 0(',&,1(� 7+( 5,6( 2) $
629(5(,*1 352)(66,21 $1' 7+(0$.,1* 2) $ 9$67 ,1'8675< ������ �������

�� 6HH 7�5� 5(,'� 7+( +($/,1* 2) $0(5,&$ ����� �������
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LQVXUDQFH DQG IDFLOLWDWHG E\ KRVSLWDOV� $V PHGLFDO FDUH EHFDPH ERWK PRUH HIIHFWLYH
DQG H[SHQVLYH� KRVSLWDOV IHDUHG XQSDLG ELOOV LI WKH\ UHOLHG RQ SDWLHQWV WR SD\ FDVK
IRU VHUYLFH� RU KDYLQJ WR FRQILUP WKH ILQDQFLDO VROYHQF\ RI HYHU\ SDWLHQW SULRU WR
SURYLGLQJ FDUH��� ,Q UHVSRQVH� ILUVW KRVSLWDOV DQG ODWHU FLWLHV FUHDWHG SUH�SDLG KHDOWK
FDUH IXQGV� VXFK DV WKH RQH HVWDEOLVKHG E\ %D\ORU 8QLYHUVLW\ +RVSLWDO LQ WKH ����V�
ZKLFK JXDUDQWHHG SHRSOH DFFHVV WR PHGLFDO FDUH XS WR D FHUWDLQ OHYHO� ZLWK SUH�
SD\PHQW��� 7KHVH W\SHV RI KRVSLWDO VHUYLFH SODQV VSUHDG DQG HYHQWXDOO\ HYROYHG
LQWR %OXH &URVV� :LWKLQ D VKRUW SHULRG� %OXH 6KLHOG IROORZHG� RIIHULQJ D VLPLODU D
VWUXFWXUH IRU PRQWKO\ SUHSD\PHQW RI IHHV IRU JXDUDQWHHG DFFHVV WR RXWSDWLHQW�
SK\VLFLDQ FDUH���

7KURXJK WKH PLG�WZHQWLHWK FHQWXU\� HPSOR\HUV JUHZ DV D VRXUFH RI KHDOWK
FRYHUDJH LQ WKH 8QLWHG 6WDWHV� FRLQFLGLQJ ZLWK WKH PRPHQW WKDW PDQ\ RWKHU
FRXQWULHV ZHUH GRXEOLQJ GRZQ RQ WKH JRYHUQPHQW¶V UROH��� ,Q WKH 8QLWHG 6WDWHV�
VHYHUDO SXEOLF SROLFLHV IRVWHUHG WKH JURZWK RI HPSOR\HU�VSRQVRUHG LQVXUDQFH �(6,�
FRYHUDJH� $ FRPPRQO\ WROG VWRU\ LV WKDW WKH WUHQG LV GXH WR ZDJH FRQWUROV GXULQJ
WKH ZDU� SURPSWLQJ HPSOR\HUV WR FRPSHQVDWH ZLWK EHQHILWV LQVWHDG RI FDVK ZDJHV�
EXW WKH JURZWK LQ HPSOR\HU KHDOWK SODQV ZDV UHODWLYHO\ VPDOO LQ WKLV SHULRG DV
FRPSDUHG WR WKH \HDUV SULRU DQG DIWHU WKH ZDU��� 0RUH FRQVLVWHQW ZLWK WKH WLPLQJ RI
D PDMRU XSVXUJH LQ DGRSWLRQ RI (6, ZHUH D ���� IHGHUDO UXOH WKDW UHTXLUHG
HPSOR\HUV WR OHDYH ZDUWLPH KHDOWK EHQHILWV LQ SODFH� D ���� IHGHUDO UXOH DOORZLQJ
XQLRQV WR EDUJDLQ FROOHFWLYHO\ IRU EHQHILWV� DQG PRVW LPSRUWDQWO\ D ���� UXOH E\ WKH
,QWHUQDO 5HYHQXH 6HUYLFH H[FOXGLQJ GROODUV VSHQW RQ KHDOWK EHQHILWV E\ HPSOR\HUV
DQG HPSOR\HHV IURP WD[DWLRQ��� %HFDXVH RI WKLV WD[ H[HPSWLRQ� HPSOR\HU�SURYLGHG
KHDOWK EHQHILWV DUH ZRUWK VXEVWDQWLDOO\ PRUH RQ DQ DIWHU�WD[ EDVLV WKDQ DQ HTXLYDOHQW
DPRXQW RI FDVK FRPSHQVDWLRQ� FUHDWLQJ D VWURQJ LQFHQWLYH IRU HPSOR\HUV WR RIIHU
VXFK EHQHILWV� :LWK DOO WKHVH IDFWRUV� (6, DQG WKH FHQWUDOLW\ RI SULYDWH LQVXUDQFH
WRRN KROG�

�� 67$55� VXSUD QRWH ��� DW �������
�� ,G�
�� ,G� 8QOLNH WKH SULYDWH KHDOWK LQVXUDQFH RI WRGD\� WKH %OXHV HPEUDFHG VRPH RI WKH VROLGDULVWLF

FKDUDFWHULVWLFV WKDW GHILQH V\VWHPV HOVHZKHUH LQ WKH ZRUOG� OLNH FKDUJLQJ DOO PHPEHUV RI D FRPPXQLW\
WKH VDPH UDWH IRU PHPEHUVKLS UHJDUGOHVV RI WKHLU SHUVRQDO FKDUDFWHULVWLFV RU KHDOWK VWDWXV�

�� ,Q (QJODQG� IRU H[DPSOH� GXULQJ ::,, WKH JRYHUQPHQW EXLOW KHDOWK LQIUDVWUXFWXUH WR GHDO
ZLWK DQ XQPHW QHHG IRU PHGLFDO VHUYLFHV DQG WKLV LQIUDVWUXFWXUH VHUYHG DV WKH EHJLQQLQJ RI WKH
1DWLRQDO +HDOWK 6HUYLFH� HVWDEOLVKHG DW WKH HQG RI WKH ZDU� 'RQDOG :� /LJKW� 8QLYHUVDO +HDOWK &DUH�
/HVVRQV )URP WKH %ULWLVK ([SHULHQFH� �� $0� -� 38%� +($/7+ ��� �� �������

�� 'DYLG %OXPHQWKDO� (PSOR\HU�6SRQVRUHG +HDOWK ,QVXUDQFH LQ WKH 8QLWHG 6WDWHV²2ULJLQV DQG
,PSOLFDWLRQV� ��� 1(: (1*� -� 0('� ��� �� �������

�� ,G�� VHH DOVR -RVW� VXSUD QRWH �� DW ������ �GHVFULELQJ KRZ WKH H[SDQVLRQ RI SULYDWH KHDOWK
HPSOR\HU�EDVHG KHDOWK LQVXUDQFH ZDV GULYHQ E\ VHYHUDO SROLFLHV IROORZLQJ :RUOG :DU ,,� LQFOXGLQJ
D 1DWLRQDO /DERU 5HODWLRQV %RDUG FODULILFDWLRQ WKDW ³WHUPV DQG FRQGLWLRQV RI HPSOR\PHQW´ VXEMHFW WR
EDUJDLQLQJ LQFOXGH HPSOR\HH EHQHILWV DQG H[SOLFLW UHFRJQLWLRQ LQ WKH ,QWHUQDO 5HYHQXH &RGH WKDW
KHDOWK EHQHILWV DUH QRW WD[DEOH��
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7KH WD[ EHQHILWV DVVRFLDWHG ZLWK (6, FRQWLQXH WR EH DQ LPSRUWDQW GULYHU RI LWV
SULPDF\ WRGD\� EXW RWKHU IDFWRUV DOVR FRQWULEXWH��� %HIRUH WKH $&$� PDUNHWV IRU
LQGLYLGXDOO\ SXUFKDVHG KHDOWK LQVXUDQFH IXQFWLRQHG SRRUO\� DOORZLQJ HPSOR\HUV WR
RIIHU WKHLU HPSOR\HHV D EHQHILW WKH\ FRXOG QRW JHW HOVHZKHUH� /DUJH HPSOR\HUV DOVR
EHQHILW IURP QDWXUDO ULVN SRROLQJ DQG HFRQRPLHV RI VFDOH WKDW PDNH WKHLU
DGPLQLVWUDWLYH FRVWV ORZHU WKDQ HLWKHU LQGLYLGXDO RU VPDOO JURXS FRYHUDJH �DOWKRXJK
VWLOO KLJKHU WKDQ 0HGLFDUH����

:KLOH WKH $&$ VLJQLILFDQWO\ LPSURYHG WKH DYDLODELOLW\ DQG DIIRUGDELOLW\ RI
FRYHUDJH RQ WKH LQGLYLGXDO PDUNHW� (6, KDV FRQWLQXHG WR EH WKH GRPLQDQW VRXUFH RI
SULYDWH FRYHUDJH� 7RGD\� QHDUO\ ��� RI DOO QRQHOGHUO\ $PHULFDQV KDYH LQVXUDQFH
WKURXJK DQ HPSOR\HU��� ZLWK 0HGLFDUH SURYLGLQJ WKH SULPDU\ VRXUFH RI FRYHUDJH
IRU WKH HOGHUO\ DQG LQGLYLGXDOV ZLWK GLVDELOLWLHV DQG0HGLFDLG SURYLGLQJ WKH SULPDU\
VRXUFH RI FRYHUDJH IRU FHUWDLQ ORZ�LQFRPH LQGLYLGXDOV� $FURVV WKH HQWLUH 8�6
SRSXODWLRQ� ����� DUH FRYHUHG E\ (6,� ���� E\ SULYDWH LQGLYLGXDO PDUNHW
FRYHUDJH� ����� E\ 0HGLFDLG� ����� E\ 0HGLFDUH� DQG ���� WKURXJK PLOLWDU\
FRYHUDJH� ZLWK ���� UHPDLQLQJ XQLQVXUHG���

+XQGUHGV� RU SHUKDSV WKRXVDQGV� RI SURSRVDOV KDYH SURPLVHG WR UHIRUP WKH
G\VIXQFWLRQDO KHDOWK FDUH ILQDQFLQJ V\VWHP LQ WKH 8QLWHG 6WDWHV� 0DQ\ RI WKHVH�
GDWLQJ EDFN GHFDGHV� KDYH TXHVWLRQHG ZKHWKHU HPSOR\HUV VKRXOG FRQWLQXH WR SOD\
D IXQGDPHQWDO UROH LQ KHDOWK FRYHUDJH��� $V FRQWH[W IRU RXU SURSRVDO� ZH PHQWLRQ
WZR WKDW KDYH EHHQ PRVW SURPLQHQW LQ UHFHQW \HDUV²0HGLFDUH IRU $OO DQG DQ
LQGLYLGXDO SXEOLF RSWLRQ� WKH ILUVW RI ZKLFK DEROLVKHV WKH HPSOR\HU�EDVHG V\VWHP
DQG WKH ODWWHU RI ZKLFK OHDYHV WKH HPSOR\HU�EDVHG V\VWHP XQWRXFKHG� :H GHVFULEH
ZK\ ZH EHOLHYH WKDW DQ HPSOR\HU SXEOLF RSWLRQ SURYLGHV DQ DWWUDFWLYH SDWK IRUZDUG
WKDW DYRLGV WKH GRZQIDOOV RI HLWKHU H[WUHPH� )LQDOO\� ZH FRQFOXGH WKLV 3DUW E\
IRFXVLQJ RQ WKH XQGHUDSSUHFLDWHG FKDOOHQJHV RI HPSOR\HU�SURYLGHG FRYHUDJH DQG
ZK\ ZKDW LV RIWHQ FRQVLGHUHG WR EH WKH KLJKHVW�IXQFWLRQLQJ SLHFH RI WKH 8�6� KHDOWK
FDUH V\VWHP PLJKW� FRXQWHULQWXLWLYHO\� EH WKH EHVW SODFH WR EHJLQ V\VWHPLF UHIRUP�

0HGLFDUH IRU $OO

$W LWV SDVVDJH LQ ����� VRPH EHOLHYHG 0HGLFDUH ZRXOG HYHQWXDOO\ EHFRPH WKH

�� )RU DQ RYHUYLHZ RI WKH PDQ\ DGYDQWDJHV RI (6,� VHH 'DYLG $� +\PDQ 	 0DUN +DOO� 7ZR
&KHHUV IRU (PSOR\PHQW�%DVHG +HDOWK ,QVXUDQFH� � <$/( -� +($/7+ 32/¶< /� 	 (7+,&6 �� �������

�� 6HH LQIUD WH[W DFFRPSDQ\LQJ QRWHV ������
�� +HDOWK ,QVXUDQFH &RYHUDJH RI 1RQHOGHUO\ ����� .$,6(5 )$0� )281'��

KWWSV���ZZZ�NII�RUJ�RWKHU�VWDWH�LQGLFDWRU�QRQHOGHUO\������ �ODVW YLVLWHG $XJ� �� ������
�� .$,6(5 )$0� )281'�� VXSUD QRWH �� �ILJXUHV GR QRW DGG XS WR ���� GXH WR URXQGLQJ��
�� 6HH� H�J�� ,167,787( 2) 0(',&,1(� (03/2<0(17 $1' +($/7+ %(1(),76� $ &211(&7,21 $7

5,6. YLL �0DULO\Q -� )LHOG 	 +DUROG 7� 6KDSLUR HGV�� ����� �³8QOLNH PRVW 1DWLRQDO 5HVHDUFK &RXQFLO
FRPPLWWHHV� KRZHYHU� WKLV FRPPLWWHH GLG QRW UHDFK FRQVHQVXV RQ VRPH FHQWUDO LVVXHV� )RU H[DPSOH�
FRPPLWWHH PHPEHUV FRXOG QRW DJUHH RQ ZKHWKHU HPSOR\PHQW�EDVHG KHDOWK EHQHILWV VKRXOG EH
FRQWLQXHG RU DEDQGRQHG � � �´��
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KHDOWK LQVXUDQFH SURJUDP IRU DOO $PHULFDQV��� 0RPHQWXP LQ WKLV GLUHFWLRQ VORZHG
ULJKW DZD\ZLWK WKH VLPXOWDQHRXV SDVVDJH RI0HGLFDLG� D SURJUDP WKDW LQVXUHG ZKDW
ZHUH FRQVLGHUHG WKH PRVW YXOQHUDEOH SRSXODWLRQV²FKLOGUHQ DQG SUHJQDQW
ZRPHQ²DQG WRRN WKH ZLQG RXW RI WKH VDLOV RI TXLFN DGGLWLRQDO UHIRUPV WKDW PLJKW
KDYH EXLOW RQ 0HGLFDUH���

<HW� WKH LGHD RI EXLOGLQJ RQ 0HGLFDUH KDV UHHPHUJHG LQ YDULRXV IRUPV DIWHU D
SHULRG RI GRUPDQF\� :LWK 6HQDWRU %HUQLH 6DQGHUV LQ ���� DQG D ORQJHU EHQFK RI
SURSRQHQWV LQ WKH ���� 'HPRFUDWLF SULPDULHV� LQFOXGLQJ 6HQDWRUV (OL]DEHWK
:DUUHQ DQG .DPDOD +DUULV� WKH LGHD RI 0HGLFDUH IRU $OO �0)$� JDLQHG
PRPHQWXP� 0RVW SURSRVDOV ODFNHG FRQFUHWH GHWDLOV� EXW WKH EDVLF LGHD ZDV VLPLODU�
&DQGLGDWHV DUJXHG WKDW ZH VKRXOG UHSODFH WKH G\VIXQFWLRQDO ZD\ WKDW ZH SD\ IRU
PHGLFDO FDUH LQ WKH 8QLWHG 6WDWHV ZLWK D PRUH HIILFLHQW DQG HTXLWDEOH PRGHO
DYDLODEOH WR DOO� RU PRVW� SHRSOH�

6HQDWRU %HUQLH 6DQGHUV DGYDQFHG WKH ³SXUHVW´ YHUVLRQ RI WKLV LGHD� D VLQJOH�
SD\HU SXEOLF KHDOWK LQVXUDQFH SURJUDP WKDW ZRXOG FRYHU HYHU\RQH ZLWK DXWRPDWLF
HQUROOPHQW� +H LQWURGXFHG WKH SODQ DV D 6HQDWH ELOO��� DQG LW VHUYHG DV WKH EDVLV RI
KLV KHDOWK SROLF\ LQ KLV FDQGLGDF\ LQ WKH ���� DQG ���� 'HPRFUDWLF SULPDULHV���
)ROORZLQJ WKH ���� HOHFWLRQ� PRUH SROLWLFLDQV EHJDQ WR IROORZ LQ 6HQDWRU 6DQGHUV¶
IRRWVWHSV� 7KH 0HGLFDUH IRU $OO $FW RI ���� LQFOXGHG IRXUWHHQ FR�VSRQVRUV�
LQFOXGLQJ SURPLQHQW PHPEHUV VXFK DV 6HQDWRUV +DUULV� /HDK\� 0DUNH\� DQG
:DUUHQ��� 1RWDEOH DERXW 6HQDWRU 6DQGHUV¶ YHUVLRQ RI 0HGLFDUH IRU $OO DUH LWV
LGHRORJLFDO FRPPLWPHQWV DQG WUXO\ XQLYHUVDO DQG FRPSUHKHQVLYH QDWXUH� ZKLFK IRU
PDQ\ PDGH LW PRUH V\PEROLF WKDQ UHDOLVWLF��� 7KLV SURSRVDO FDPH ZLWK D KHIW\ SULFH
WDJ²ZLWK HVWLPDWHV IURP WKLQN WDQNV RU DFDGHPLFV UDQJLQJ IURP DERXW ��� WULOOLRQ
WR ��� WULOOLRQ LQ LQFUHDVHG IHGHUDO JRYHUQPHQW FRVWV RU RXWOD\V RYHU WKH WHQ�\HDU
SHULRG IROORZLQJ D 0HGLFDUH IRU $OO HQDFWPHQW��� <HW� PDQ\ H[SHUWV HVWLPDWHG WKDW

�� 7+(2'25( 5� 0$5025� 32/,7,&6 2)0(',&$5( ��� ��G HG� ������
�� ,G� DW ���
�� )RU WKH PRVW UHFHQW YHUVLRQ� VHH 0HGLFDUH IRU $OO $FW RI ����� 6� ����� ���WK &RQJ� �������

7KH ���� +RXVH YHUVLRQ ZDV VSRQVRUHG E\ 5HSUHVHQWDWLYH 3UDPLOD -D\DSDO� 0HGLFDUH IRU $OO $FW RI
����� +�5� ����� ���WK &RQJ� �������

�� %HUQLH 6DQGHUV RQ +HDOWKFDUH� )((/7+(%(51�25*� KWWSV���IHHOWKHEHUQ�RUJ�EHUQLH�VDQGHUV�
RQ�KHDOWKFDUH� �ODVW YLVLWHG 0DU� �� ����� �VWDWLQJ 0HGLFDUH IRU $OO ³>F@RYHUV SULPDU\ DQG SUHYHQWLYH
FDUH� PHQWDO KHDOWK FDUH� UHSURGXFWLYH FDUH� YLVLRQ� KHDULQJ DQG GHQWDO FDUH� DQG SUHVFULSWLRQ GUXJV�
DV ZHOO DV ORQJ�WHUP VHUYLFHV IRU WKH GLVDEOHG DQG HOGHUO\´��

�� 6� �����
�� 7KHVH FRPPLWPHQWV LQFOXGHG XQLYHUVDO FRYHUDJH� D VKRUW IRXU�\HDU WUDQVLWLRQ SHULRG DIWHU

ZKLFK HYHU\ $PHULFDQ ZRXOG EH DXWRPDWLFDOO\ HQUROOHG� FRPSUHKHQVLYH EHQHILWV WKDW UHDFKHG ZHOO
EH\RQG ZKDW 0HGLFDUH FRYHUV WRGD\� LQFOXGLQJ GHQWDO DQG YLVLRQ EHQHILWV DQG ORQJ�WHUP FDUH� DQG QR
FRVW�VKDULQJ DW WKH SRLQW RI FDUH� HUDVLQJ WKH GHGXFWLEOHV� FRSD\PHQWV� FR�LQVXUDQFH� DQG EDODQFH
ELOOLQJ WKDW YH[ DQG ILQDQFLDOO\ VWUDLQ PDQ\ $PHULFDQV� ,G�

�� &200,77(( )25 $ 5(63216,%/( )('(5$/ %8'*(7� &+2,&(6 )25 ),1$1&,1* 0(',&$5( )25
$// � �0DU� ��� ������ KWWS���ZZZ�FUIE�RUJ�SDSHUV�FKRLFHV�ILQDQFLQJ�PHGLFDUH�DOO�
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WKLV SODQ WKDW ZRXOG OHDYH QR RQH XQLQVXUHG RU XQGHULQVXUHG ZRXOG UHVXOW LQ OLWWOH
RU QR JURZWK LQ WRWDO KHDOWK FDUH VSHQGLQJ��� 1RQHWKHOHVV� DV GLVFXVVHG IXUWKHU LQ
3DUW ,,,� EHFDXVH WKH IHGHUDO JRYHUQPHQW ZRXOG SD\ D ODUJH SDUW RI WKH SULFH WDJ
WKURXJK WD[HV� WKH ILVFDO FDVH SURYHG D PDMRU VWXPEOLQJ EORFN���

,Q UHVSRQVH WR FRQFHUQV UDLVHG RYHU DQ DEUXSW VKLIW WR 0HGLFDUH IRU $OO� VHYHUDO
���� 'HPRFUDWLF SUHVLGHQWLDO FDQGLGDWHV� LQFOXGLQJ 6HQDWRUV 6DQGHUV� :DUUHQ� DQG
+DUULV� LQWURGXFHG ³SKDVH�LQ´ SODQV RQ KRZ WR WUDQVLWLRQ IURP WKH FXUUHQW V\VWHP
WR 0)$��� 3HUKDSV PRVW UHOHYDQW QRZ DUH WKH GHWDLOV²DOEHLW IHZ²RI WKHQ�6HQDWRU
+DUULV¶ SODQ� $IWHU VWURQJ DGYRFDF\ IRU 0)$� 6HQDWRU +DUULV SXOOHG EDFN
VOLJKWO\ DQG DFNQRZOHGJHG� ULJKWO\� WKDW LW LV GLIILFXOW WR JHW IURP D GHHSO\
HPEHGGHG HPSOR\HU�EDVHG KHDOWK LQVXUDQFH V\VWHP WR 0HGLFDUH IRU $OO� 7KXV� VKH
SURSRVHG D WHQ�\HDU WUDQVLWLRQ SHULRG� GXULQJ ZKLFK SHRSOH ZKR ZDQWHG WR EX\ LQWR
0HGLFDUH PRUH TXLFNO\ FRXOG GR VR��� +DUULV¶ WUDQVLWLRQ SHULRG LQFOXGHG VRPH
VWUXFWXUDO FRPSRQHQWV WR OXEULFDWH PRUH IXQGDPHQWDO ORQJ�WHUP WUDQVIRUPDWLRQ�
LQFOXGLQJ DXWRPDWLFDOO\ HQUROOLQJ DOO QHZERUQV DQG XQLQVXUHG SHRSOH LQWR WKH
0HGLFDUH SURJUDP��� 6HQDWRU +DUULV VWRRG E\ WKH HYHQWXDO JRDO RI 0)$� ³$W WKH
HQG RI WKH WHQ�\HDU WUDQVLWLRQ� HYHU\ $PHULFDQ ZLOO EH D SDUW RI WKLV QHZ 0HGLFDUH
V\VWHP�´�� (YHQ WKRXJK GHOD\HG� WKLV LGHD RI JRYHUQPHQWDOO\ LPSRVHG FRYHUDJH
JHQHUDWHG VLJQLILFDQW RSSRVLWLRQ�

6RPH RWKHU SURSRVDOV� OLNH 0HGLFDUH IRU $PHULFD VSRQVRUHG E\
&RQJUHVVZRPHQ 5RVD 'H/DXUR DQG -DQ 6FKDNRZVN\ DQG LQIRUPHG E\ -DFRE
+DFNHU� DOVR RIIHU WUDQVLWLRQ WR SXEOLF KHDOWK LQVXUDQFH LQ D ZD\ WKDW LPDJLQHV
SRVVLEOH UHIRUPV WR WKH HPSOR\HU PDUNHW��� 7KLV SURSRVHG OHJLVODWLRQ ZRXOG IROG

�� 6HH� H�J�� -RVK .DW] HW DO�� :RXOG µ0HGLFDUH IRU $OO¶ 6DYH %LOOLRQV RU &RVW %LOOLRQV"� 1�<�
7,0(6 �2FW� ��� ������

�� 6DQGHUV SURSRVHG D YDULHW\ RI PHFKDQLVPV IRU SURJUHVVLYH ILQDQFLQJ� LQFOXGLQJ LQFUHDVHG
WD[HV WKDW DOVR SURYLGHG KLV RSSRQHQWV IRGGHU IRU DWWDFN� +RZ 'RHV %HUQLH 3D\ IRU +LV 0DMRU 3ODQV"�
%(51,(6$1'(56�&20� KWWSV���EHUQLHVDQGHUV�FRP�LVVXHV�KRZ�GRHV�EHUQLH�SD\�KLV�PDMRU�SODQV� �ODVW
YLVLWHG 'HF� ��� ������

�� (OL]DEHWK :DUUHQ� 0\ )LUVW 7HUP 3ODQ IRU 5HGXFLQJ +HDOWK &DUH &RVWV LQ $PHULFD DQG
7UDQVLWLRQLQJ WR 0HGLFDUH IRU $OO� (/,=$%(7+:$55(1�&20�
KWWSV���HOL]DEHWKZDUUHQ�FRP�SODQV�P�D�WUDQVLWLRQ �ODVW YLVLWHG 0DU� �� ����� �GHWDLOLQJ:DUUHQ¶V SODQ
IRU WUDQVLWLRQLQJ WR 0HGLFDUH IRU $OO� ZKLFK LQFOXGHG LPPHGLDWH DQG IUHH FRYHUDJH IRU FKLOGUHQ XQGHU
DJH �� DQG DQ\RQH HDUQLQJ XQGHU ���� RI WKH IHGHUDO SRYHUW\ OHYHO��

�� .DPDOD +DUULV� 0\ 3ODQ IRU 0HGLFDUH IRU $OO� 0(',80 �-XO\ ��� ������
KWWSV���PHGLXP�FRP�#.DPDOD+DUULV�P\�SODQ�IRU�PHGLFDUH�IRU�DOO��������GG���� 7KH 6DQGHUV
DQG :DUUHQ WUDQVLWLRQ SODQV DOVR DOORZHG WKLV LQGLYLGXDO RSW�LQ�

�� ,G�
�� ,G�
�� 0HGLFDUH IRU $PHULFD� +�5� ����� ���WK &RQJ� ������� ,W ZRXOG OHDYH RWKHU SURJUDPV�

LQFOXGLQJ WKH 9HWHUDQ¶V +HDOWK &DUH 6HUYLFHV� ,QGLDQ +HDOWK 6HUYLFH� DQG )HGHUDO (PSOR\HHV +HDOWK
%HQHILWV 3URJUDP LQWDFW� 7KHUH DUH RWKHU SURSRVDOV WKDW KDYH RIIHUHG RSSRUWXQLWLHV IRU HPSOR\HU�EX\
LQ� EXW LQ YHU\ OLPLWHG ZD\V� )RU H[DPSOH� WKH 0HGLFDUH�; &KRLFH $FW RI ���� VSRQVRUHG E\ 6HQDWRU
%HQQHW DQG VHYHUDO FR�VSRQVRUV PDNHV D YHU\ OLPLWHG HIIRUW WR DOORZ HPSOR\HUV WR HQUROO HPSOR\HHV
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WKRVH SHRSOH FXUUHQWO\ LQVXUHG E\ 0HGLFDUH� 0HGLFDLG� DQG WKH $&$0DUNHWSODFHV
LQWR D QHZ SXEOLF SODQ� DQG SHRSOH LQ HPSOR\HU SODQV RU HPSOR\HUV FRXOG RSW LQ DV
ZHOO� (YHQWXDOO\� LW ZRXOG VXEVXPH SULYDWH FRYHUDJH E\ HQUROOLQJ DOO QHZERUQV DW
ELUWK��� %XW EHIRUH WKDW SRLQW� LQGLYLGXDOV� HYHQ WKRVH ZKR KDYH DFFHVV WR (6,� FDQ
RSW LQWR WKH SXEOLF SODQ DQG HPSOR\HUV FRXOG HQUROO WKHLU HQWLUH HPSOR\HH SRRO LQ
0HGLFDUH IRU $PHULFD� ,W LV WKLV ODVW IHDWXUH� ZKLFK LQ VRPH ZD\V VHHPHG DQ
DIWHUWKRXJKW RI WKLV SURSRVDO� WKDW ZH IRFXV RQ LQ RXU SURSRVDO DQG WKDW ZH WKLQN LV
WKH ULJKW VWDUWLQJ SRLQW IRU PRUH IXQGDPHQWDO� VWUXFWXUDO FKDQJH�

)L[LQJ WKH $&$ ZLWK DQ ,QGLYLGXDO 3XEOLF 2SWLRQ

7KH SXEOLF RSWLRQ KDV EHHQ GHVFULEHG E\ LWV SURSRQHQWV DV D SXEOLF KHDOWK
LQVXUDQFH SODQ WKDW ZRXOG FRPSHWH VLGH�E\�VLGH ZLWK SULYDWH SODQV� 3UHVXPDEO\� LI
WKH SXEOLF RSWLRQ RIIHUHG D VLPLODU RU EHWWHU SURGXFW IRU ORZHU SULFHV� SHRSOH ZRXOG
FKRRVH LW� 9DULRXV SLHFHV RI UHFHQW SURSRVHG OHJLVODWLRQ KDYH LQFOXGHG D SXEOLF
RSWLRQ� LQFOXGLQJ WKH PDMRULW\ RI KHDOWK LQVXUDQFH UHIRUP ELOOV SURSRVHG LQ
&RQJUHVV LQ WKH ���� VHVVLRQ���

:KDW PRVW GHILQHV WKH SURPLQHQW SXEOLF RSWLRQ SODQV LV ZKR PDNHV WKH
VHOHFWLRQ RI WKH SODQ²WKH LQGLYLGXDO� 7KHVH SODQV DUH EXLOW RQ LQGLYLGXDO FKRLFH
DQG DUH VROG DV WKH HSLWRPH RI DXWRQRP\� 3HWH %XWWLJLHJ SURPRWHG LW RQ WKH

LQ D SXEOLF RSWLRQ� 0HGLFDUH�; &KRLFH $FW RI ����� 6� ���� ���WK &RQJ� ������� 3XEOLF RSWLRQ SODQV
KDYH DOVR EHHQ SURSRVHG DW WKH VWDWH OHYHO� LQFOXGLQJ VRPH WKDW ZRXOG DOORZ HPSOR\HU SDUWLFLSDWLRQ�
-DLPH 6� .LQJ HW DO�� $UH 6WDWH 3XEOLF 2SWLRQ +HDOWK 3ODQV :RUWK ,W"� �� +$59� -� 21 /(*,6�
�IRUWKFRPLQJ ����� �PDQXVFULSW DW ������ �RQ ILOH ZLWK DXWKRUV� �QRWLQJ WKDW SURSRVDOV LQ
0DVVDFKXVHWWV� 7H[DV� :LVFRQVLQ� DQG :\RPLQJ ZRXOG DOORZ HPSOR\HUV WR HOHFW SXEOLF RSWLRQ
FRYHUDJH��

�� 6DUDK .OLII 	 '\ODQ 6FRWW�:H 5HDG � 'HPRFUDWLF 3ODQV IRU ([SDQGLQJ +HDOWK &DUH� +HUH¶V
+RZ 7KH\ :RUN� 92; �-XQH ��� ������ KWWSV���ZZZ�YR[�FRP���������������������PHGLFDUH�IRU�
DOO�H[SODLQHG�VLQJOH�SD\HU�KHDOWK�FDUH�VDQGHUV�MD\DSDO �³0HGLFDUH IRU $PHULFD PDNHV DQRWKHU
SROLF\ GHFLVLRQ WKDW ZRXOG HURGH HPSOR\HU�VSRQVRUHG FRYHUDJH� ,W DXWRPDWLFDOO\ HQUROOV DOO QHZERUQV
LQWR WKH SXEOLF SURJUDP� 7KDW PHDQV D QHZ JHQHUDWLRQ RI $PHULFDQV OLNHO\ ZRQ¶W JHW FRYHUDJH
WKURXJK WKHLU SDUHQWV¶ ZRUNSODFHV²DQG ZRXOG DVVXUH WKH 0HGLFDUH SODQ D FRQVWDQWO\ JURZLQJ
VXEVFULEHU EDVH�´��

�� &KRRVH 0HGLFDUH $FW� 6� ����� +�5� ����� ���WK &RQJ� ������� 0HGLFDUH IRU $PHULFD� +�5�
����� ���WK &RQJ� ������� &+2,&( $FW� 6� ����� +�5� ����� ���WK &RQJ� ������ �VHHNLQJ� ZLWK WKH
FR�VSRQVRUVKLS RI 5HSUHVHQWDWLYH -DQ 6FKDNRZVN\ DQG 6HQDWRU 6KHOGRQ :KLWHKRXVH� WR FUHDWH D
IHGHUDO SXEOLF SODQ RSWLRQ RQ WKH $IIRUGDEOH &DUH $FW �$&$� PDUNHWSODFHV XQGHU H[LVWLQJ SURFHGXUHV
DQG UXOHV�� 0HGLFDUH %X\�,Q DQG +HDOWK &DUH 6WDELOL]DWLRQ $FW RI ����� +�5� ����� ���WK &RQJ�
������ �ZRUNLQJ WR DOORZ LQGLYLGXDOV DJH �� DQG ROGHU WR RSW LQWR 0HGLFDUH� ZLWK WKH VSRQVRUVKLS RI
5HSUHVHQWDWLYH %ULDQ +LJJLQV�� 6WDWH 3XEOLF 2SWLRQ $FW� 6� ���� +�5� ����� ���WK &RQJ� ������
�VHHNLQJ� ZLWK WKH FR�VSRQVRUVKLS RI 6HQDWRU %ULDQ 6FKDW] DQG 5HSUHVHQWDWLYH %HQ 5D\ /XMiQ� WR
DOORZ D VWDWH SXEOLF RSWLRQ IRU 0HGLFDLG EX\�LQ�� 0HGLFDUH DW �� $FW� 6� ���� ���WK &RQJ� ������
�VHHNLQJ� ZLWK WKH VSRQVRUVKLS RI 6HQDWRU 'HEELH 6WDEHQRZ� WR DOORZ LQGLYLGXDOV DJH �� DQG ROGHU WR
RSW LQWR 0HGLFDUH HDUO\�� .HHSLQJ +HDOWK ,QVXUDQFH $IIRUGDEOH $FW� 6� �� ���WK &RQJ� ������
�ZRUNLQJ WR FUHDWH D IHGHUDO SXEOLF RSWLRQ RQ $&$ H[FKDQJHV� ZLWK WKH VSRQVRUVKLS RI 6HQDWRU %HQ
&DUGLQ��
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FDPSDLJQ WUDLO� ³0HGLFDUH IRU DOO ZKR ZDQW LW�´�� $V -DFRE +DFNHU VXJJHVWHG�
³SXEOLF SODQ FKRLFH JLYHV $PHULFDQV WKH RSSRUWXQLW\ WR FKRRVH IRU WKHPVHOYHV KRZ
WKH\ YDOXH WKH VWUHQJWKV DQG ZHDNQHVVHV RI D SXEOLF� 0HGLFDUH�EDVHG SODQ DQG
FRPSHWLQJ SULYDWH KHDOWK SODQV�´��

$OWKRXJK WKH SROLF\ GHWDLOV KDYH HYROYHG� WKH PDLQ FRQWRXUV UHPDLQ VLPLODU
DPRQJ GLIIHUHQW SODQV� 7KH SXEOLF RSWLRQ LV EDVHG RQ 0HGLFDUH DQG LV RIIHUHG LQ
WKH $&$ H[FKDQJHV� RU PDUNHWSODFHV� ZKHUH DQ LQGLYLGXDO� RU LQ VRPH FDVHV D VPDOO
EXVLQHVV� FRXOG VHOHFW LW� 6RPH YHUVLRQV RI WKH SXEOLF RSWLRQ� OLNH WKH 6DQGHUV�
%LGHQ 8QLW\ 7DVN )RUFH UHFRPPHQGDWLRQV� LPDJLQH WKDW SHRSOH ZKR DUH RIIHUHG
HPSOR\HUV SODQV FRXOG RSW LQ WRR� 7KHVH UHFRPPHQGDWLRQV� VLPLODU WR ZKDW 9LFH
3UHVLGHQW %LGHQ SURSRVHG RQ WKH FDPSDLJQ WUDLO� RIIHU WKH IROORZLQJ�

3ULYDWH LQVXUHUV QHHG UHDO FRPSHWLWLRQ WR HQVXUH WKH\ KDYH
LQFHQWLYH WR SURYLGH DIIRUGDEOH� TXDOLW\ FRYHUDJH WR HYHU\
$PHULFDQ� 7R DFKLHYH WKDW REMHFWLYH� ZH ZLOO JLYH DOO $PHULFDQV
WKH FKRLFH WR VHOHFW D KLJK�TXDOLW\� DIIRUGDEOH SXEOLF RSWLRQ
WKURXJK WKH $IIRUGDEOH &DUH $FW PDUNHWSODFH� 7KH SXEOLF RSWLRQ
ZLOO SURYLGH DW OHDVW RQH SODQ FKRLFH ZLWKRXW GHGXFWLEOHV� ZLOO EH
DGPLQLVWHUHG E\ WKH WUDGLWLRQDO 0HGLFDUH SURJUDP� QRW SULYDWH
FRPSDQLHV� DQG ZLOO FRYHU DOO SULPDU\ FDUH ZLWKRXW DQ\
FRSD\PHQWV DQG FRQWURO FRVWV IRU RWKHU WUHDWPHQWV E\ QHJRWLDWLQJ
SULFHV ZLWK GRFWRUV DQG KRVSLWDOV� MXVW OLNH 0HGLFDUH GRHV RQ
EHKDOI RI ROGHU SHRSOH� 7KH ORZHVW�LQFRPH $PHULFDQV QRW HOLJLEOH
IRU 0HGLFDLG ZLOO EH DXWRPDWLFDOO\ HQUROOHG LQ WKH SXEOLF RSWLRQ DW
QR FRVW WR WKHP� DOWKRXJK WKH\ PD\ FKRRVH WR RSW RXW DW DQ\ WLPH�
(YHU\RQH ZLOO EH HOLJLEOH WR FKRRVH WKH SXEOLF RSWLRQ RU DQRWKHU
$IIRUGDEOH &DUH $FW PDUNHWSODFH SODQ� HYHQ WKRVH ZKR FXUUHQWO\
JHW LQVXUDQFH WKURXJK WKHLU HPSOR\HUV� EHFDXVH 'HPRFUDWV EHOLHYH
ZRUNLQJ SHRSOH VKRXOGQ¶W EH ORFNHG LQ WR >VLF@ H[SHQVLYH RU
LQVXIILFLHQW KHDOWK FDUH SODQV ZKHQ EHWWHU RSWLRQV DUH DYDLODEOH���

7KLV LGHD ZRXOG LPSURYH WKH VWDWXV TXR� ,W ZRXOG ILOO JDSV OHIW E\ WKH $&$�
HVSHFLDOO\ LQ WKRVH VWDWHV WKDW KDYH FKRVHQ QRW WR H[SDQG 0HGLFDLG� ZKLFK
SHUYHUVHO\ OHIW VRPH RI WKH SRRUHVW SHRSOH XQLQVXUHG ZKHQ RWKHUV HDUQLQJ MXVW
SHQQLHV PRUH UHFHLYH JHQHURXV VXEVLGLHV WR EX\ SULYDWH SODQV� 3OXV� LQ VWDWHV ZKHUH
WKHUH DUH YHU\ IHZ SULYDWH LQVXUHUV SDUWLFLSDWLQJ RQ WKH H[FKDQJHV� WKH DGGLWLRQ RI

�� 6HH'\ODQ 6FRWW� 3HWH %XWWLJLHJ¶V 0HGLFDUH�IRU�DOO�ZKR�ZDQW�LW 3ODQ� ([SODLQHG� 92; �6HSW�
��� ������ KWWSV���ZZZ�YR[�FRP��������������������SHWH�EXWWLJLHJ������PHGLFDUH�IRU�DOO�

�� -$&2% 6� +$&.(5� 7+( &$6( )25 38%/,& 3/$1 &+2,&( ,1 1$7,21$/ +($/7+ 5()250 �
�������

�� 3UHVV 5HOHDVH� VXSUD QRWH ��� DW ���
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D SXEOLF RSWLRQ PLJKW KHOS NHHS SUHPLXP SULFHV LQ FKHFN���
<HW� WKH SUREOHP ZLWK WKHVH SURSRVDOV LV WKDW WKH\ ZLOO DOPRVW FHUWDLQO\ IDLO WR

FDWDO\]H PRUH IXQGDPHQWDO FKDQJH� ,W LV XQOLNHO\ WKDW DQ LQGLYLGXDO SXEOLF RSWLRQ²
HYHQ LQ WKH EHVW�FDVH VFHQDULR²ZLOO UHDFK YHU\ PDQ\ SHRSOH� ZKLFK� LQ WXUQ� OLPLWV
LWV SRWHQWLDO� $V RI QRZ� RQO\ �� RI WKH QRQ�HOGHUO\ SRSXODWLRQ �MXVW XQGHU ��
PLOOLRQ SHRSOH� KDYH LQGLYLGXDO PDUNHW FRYHUDJH��� ,Q WKH XQOLNHO\ FDVH WKDW HYHU\
XQLQVXUHG SHUVRQ ZHUH DGGHG WR WKLV PDUNHW� LW ZRXOG JURZ WR MXVW XQGHU �� PLOOLRQ
SHRSOH��� %\ FRPSDULVRQ� HPSOR\HU SODQV FRYHU WKUHH WLPHV DV PDQ\ LQGLYLGXDOV DV
WKH EHVW FDVH FRYHUDJH VFHQDULR IRU DQ LQGLYLGXDO SXEOLF RSWLRQ²DERXW ��� PLOOLRQ
FXUUHQWO\ ZLWK WKH SRWHQWLDO WR FRYHU PRUH ZLWK D ZHOO�GHVLJQHG HPSOR\HU SXEOLF
RSWLRQ��� ,I WKH JRDO RI D SXEOLF RSWLRQ LV WR GULYH V\VWHPLF FKDQJH� DQ HPSOR\HU
SXEOLF RSWLRQ LV PXFK EHWWHU VXLWHG WR WKH WDVN WKDQ RQH DYDLODEOH RQO\ WR
LQGLYLGXDOV�

(YHQ PRUH� WKHVH SURSRVDOV DOO UHO\ RQ LQGLYLGXDOV LGHQWLI\LQJ WKDW WKH SXEOLF
RSWLRQ LV EHWWHU IRU WKHP WKDQ WKH SULYDWH SODQV RIIHUHG LQ WKHLU VWDWH DQG VHOHFWLQJ
LW� $ PRXQWDLQ RI HYLGHQFH PDNHV FOHDU WKDW LQGLYLGXDOV VWUXJJOH WR ILJXUH RXW ZKDW
KHDOWK SODQ LV EHVW IRU WKHP DQG DUH UHVLVWDQW WR FKDQJH SODQV RQFH WKH\ VHOHFW
WKHP��� (YHQ WKRVH ZKR XQGHUVWDQG KHDOWK LQVXUDQFH ZHOO VWUXJJOH WR GLIIHUHQWLDWH
DQG VHOHFW DPRQJ KHDOWK SODQV� ZKLFK VKRXOG EH XQVXUSULVLQJ ZKHQ FRQVLGHULQJ WKH
QDWXUH RI KHDOWK SODQ FKRLFH�

$W WKH PRVW IXQGDPHQWDO OHYHO� VHOHFWLQJ DPRQJ KHDOWK LQVXUDQFH SODQV
GHPDQGV KDYLQJ SUHIHUHQFHV DERXW WKLQJV WKDW PRVW SHRSOH KDYH QHYHU H[SHULHQFHG
EHIRUH� )RU H[DPSOH� WR PDNH D IXOO\ LQIRUPHG KHDOWK LQVXUDQFH SXUFKDVLQJ
GHFLVLRQ� LQGLYLGXDOV ZRXOG QHHG WR HYDOXDWH WKHLU SUHIHUHQFHV IRU PHGLFDO FDUH
WKH\ PLJKW HYHQWXDOO\ QHHG EXW KDYH QR GLUHFW H[SHULHQFH ZLWK²VXFK DV
KRVSLWDOL]DWLRQ RU FDQFHU FDUH� (YHQ PRUH� LQ GHFLGLQJ KRZ PXFK WR SD\ IRU KHDOWK
LQVXUDQFH� WKH\ PXVW ZHLJK WKH ULVN RI HYHU QHHGLQJ VXFK FDUH DJDLQVW SRVVLEOH
VSHQGLQJ RQ RWKHU JRRGV DQG VHUYLFHV� 0RVW SHRSOH GR QRW XQGHUVWDQG WKH EDVLF
IHDWXUHV RI KHDOWK LQVXUDQFH SODQV WKDW VKRXOG VKDSH WKHLU GHFLVLRQV²VXFK DV KRZ

�� 6HH -RQ 5� *DEHO HW DO�� &RPSHWLWLRQ DQG 3UHPLXP &RVWV LQ 6LQJOH�,QVXUHU 0DUNHWSODFHV� $
6WXG\ RI )LYH 5XUDO 6WDWHV� &20021:($/7+ )81'� �0DU� �� ������
KWWSV���ZZZ�FRPPRQZHDOWKIXQG�RUJ�SXEOLFDWLRQV�LVVXH�EULHIV������PDU�FRPSHWLWLRQ�DQG�
SUHPLXP�FRVWV�VLQJOH�LQVXUHU�PDUNHWSODFHV�VWXG\ �VKRZLQJ WKDW GHFUHDVHV LQ WKH QXPEHU RI LQVXUHUV
LQ VRPH VWDWHV¶ 0DUNHWSODFHV OHG WR UHODWLYHO\ IDVWHU SUHPLXP JURZWK��

�� .$,6(5 )$0� )281'�� VXSUD QRWH ���
�� ,G�
�� .$,6(5 )$0� )281'�� VXSUD QRWH ��� $Q DGGLWLRQDO �� PLOOLRQ LQGLYLGXDOV DUH HPSOR\HG RU

KDYH DQ HPSOR\HG IDPLO\ PHPEHU� EXW HLWKHU DUH QRW RIIHUHG FRYHUDJH WKURXJK DQ HPSOR\HU� RU DUH
RIIHUHG VXFK FRYHUDJH DQG GHFOLQH LW� 5DH HW DO�� VXSUD QRWH ���

�� 6HH $OOLVRQ .� +RIIPDQ� 7KH $&$¶V &KRLFH 3UREOHP� �� -� +($/7+ 32/�� 32/¶< 	 /� ����
������ ������ �GHVFULELQJ D VHOHFWLRQ RI WKHVH VWXGLHV�� $OOLVRQ .� +RIIPDQ� +HDOWK &DUH¶V 0DUNHW
%XUHDXFUDF\� �� 8&/$ /� 5(9� ����� ������� ������ �FLWLQJ VWXGLHV VKRZLQJ WKH PDQ\ ZD\V LQ
ZKLFK SHRSOH PDNH SRRU KHDOWK LQVXUDQFH FKRLFHV� DQG ZK\��
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PXFK D SODQ FRVWV� FRVW�VKDULQJ IHDWXUHV� DQG ZKDW EHQHILWV DUH FRYHUHG���
)XUWKHUPRUH� FKRRVLQJ D KHDOWK SODQ UHTXLUHV PDNLQJ FDOFXODWLRQV UHJDUGLQJ
GHGXFWLEOHV� FRVW�VKDULQJ� DQG SUHPLXPV WKDW H[FHHGPDQ\ $PHULFDQV¶ OLWHUDF\ DQG
QXPHUDF\ VNLOOV��� $ YROXPH RI HPSLULFDO ZRUN LOOXPLQDWHV WKH PDQ\ ZD\V DQG
UHDVRQV ZK\ LQGLYLGXDOV²UHJDUGOHVV RI HGXFDWLRQ� LQFRPH� RU VPDUWV²PDNH SRRU
FKRLFHV DPRQJ KHDOWK SODQV���

�� 'HERUDK :� *DUQLFN HW DO�� +RZ :HOO 'R $PHULFDQV 8QGHUVWDQG WKHLU +HDOWK &RYHUDJH� ��
+($/7+$))6� ���� ��� ������ �ILQGLQJ WKDW HYHQ WKRXJK FRQVXPHUV ODUJHO\ XQGHUVWRRG ZKHWKHU WKHLU
SODQV FRYHUHG KRVSLWDOL]DWLRQ RU GRFWRUV¶ YLVLWV� WKH\ XQGHUUHSRUWHG WKDW WKHLU SODQV FRYHUHG VHUYLFHV
LQFOXGLQJ PHQWDO KHDOWK� DOFRKRO DQG GUXJ DEXVH WUHDWPHQW� RU SUHVFULSWLRQ GUXJ DQG RYHUUHSRUWHG WKDW
WKHLU SODQV FRYHUHG ORQJ�WHUP FDUH�� *HRUJH /RHZHQVWHLQ HW DO�� &RQVXPHUV¶ 0LVXQGHUVWDQGLQJ RI
+HDOWK ,QVXUDQFH� �� -� +($/7+ (&21� ���� ��� ������ �QRWLQJ WKDW LQ D VXUYH\ RI LQVXUHG DGXOWV�
RQO\ ��� FRUUHFWO\ DQVZHUHG IRXU VLPSOH PXOWLSOH�FKRLFH TXHVWLRQV DERXW FRVW�VKDULQJ IHDWXUHV OLNH
D GHGXFWLEOH RU FRSD\PHQW��

�� :HQG\ 1HOVRQ HW DO�� &OLQLFDO ,PSOLFDWLRQV RI 1XPHUDF\� 7KHRU\ DQG 3UDFWLFH� �� $11�
%(+$9� 0('� ��� ������ �SURYLGLQJ DQ RYHUYLHZ RI UHVHDUFK RQ KHDOWK QXPHUDF\ DQG WKH FOLQLFDO
LPSOLFDWLRQV IRU SDWLHQWV�� (OOHQ 3HWHUV 	 ,UZLQ 3� /HYLQ� 'LVVHFWLQJ WKH 5LVN\�&KRLFH )UDPLQJ
(IIHFW� 1XPHUDF\ DV DQ ,QGLYLGXDO�'LIIHUHQFH )DFWRU LQ :HLJKLQJ 5LVN\ DQG 5LVNOHVV 2SWLRQV� �
-8'*0(17 	 '(&,6,21 0$.,1* ��� ������ �VKRZLQJ WKDW ORZHU OHYHOV RI QXPHUDF\ OHG WR KLJKHU
ORVV DYHUVLRQ�� 2Q KHDOWK LQVXUDQFH OLWHUDF\ VSHFLILFDOO\� VHH� IRU H[DPSOH� =62),$ 3$55$*+ 	
'($11$ 2.5(17� +($/7+ /,7(5$&< $1' +($/7+ ,1685$1&( /,7(5$&<� '2 &21680(56 .12:
:+$7 7+(< $5( %8<,1* �-DQ� �� ������ KWWS���ZZZ�DOOKHDOWKSROLF\�RUJ�ZS�
FRQWHQW�XSORDGV���������+HDOWK�/LWHUDF\�7RRONLWB����SGI �GHVFULELQJ DQG VXPPDUL]LQJ VWXGLHV RQ
KHDOWK LQVXUDQFH OLWHUDF\��

�� 7KH PDQ\ VWXGLHV VKRZLQJ WKHVH SUREOHPV VSDQ GLIIHUHQW LQVXUDQFH PDUNHWSODFHV WKDW KDYH
SODQ FKRLFHV� LQFOXGLQJ HPSOR\HU� $&$� DQG 0HGLFDUH 3DUW '� 6HH� H�J�� -DVRQ $EDOXFN 	 -RQDWKDQ
*UXEHU� +HWHURJHQHLW\ LQ &KRLFH ,QFRQVLVWHQFLHV $PRQJ WKH (OGHUO\� (YLGHQFH IURP 3UHVFULSWLRQ
'UXJ 3ODQ &KRLFH� ��� $0� (&21� 5(9� ���� ��� ������ �ILQGLQJ WKDW ��� RI 0HGLFDUH 3DUW '
SUHVFULSWLRQ GUXJ SURJUDP HQUROOHHV FRXOG KDYH FKRVHQ D SODQ ZLWK ORZHU SUHPLXPV ZLWK QR ULVN RI
VSHQGLQJ PRUH RQ SUHVFULSWLRQ GUXJV RYHU WKH FRXUVH RI WKH \HDU�� 9LFNL )XQJ HW DO�� 1HDUO\ 2QH�
7KLUG RI (QUROOHHV LQ &DOLIRUQLD¶V ,QGLYLGXDO 0DUNHW 0LVVHG 2SSRUWXQLWLHV WR 5HFHLYH )LQDQFLDO
$VVLVWDQFH� �� +($/7+ $))6� �� ������ �GHVFULELQJ WKDW D VLJQLILFDQW VKDUH RI $&$ HQUROOHHV FKRRVH
SODQV ZLWK WKH ORZHVW PRQWKO\ SUHPLXPV EXW WKDW PDNH WKHP LQHOLJLEOH IRU FRVW�VKDULQJ UHGXFWLRQV WR
KHOS SD\ IRU RXW�RI�SRFNHW FRVWV� OLNHO\ OHDGLQJ WR PRUH VSHQGLQJ RYHU WKH \HDU IRU PDQ\ RI WKHP��
)ORULDQ +HLVV HW DO�� 3ODQ 6HOHFWLRQ LQ 0HGLFDUH 3DUW '� (YLGHQFH IURP $GPLQLVWUDWLYH 'DWD� �� -�
+($/7+ (&21� ����� ������� ������ �HVWLPDWLQJ WKDW RQO\ DERXW ��� RI 0HGLFDUH 3DUW ' HQUROOHHV
FKRRVH WKH OHDVW�H[SHQVLYH SODQ RSWLRQ�� (ULF -� -RKQVRQ HW DO�� &DQ &RQVXPHUV 0DNH $IIRUGDEOH &DUH
$IIRUGDEOH" 7KH 9DOXH RI &KRLFH $UFKLWHFWXUH� � 3/26 21( H����� �VKRZLQJ LQ D VLPXODWHG $&$
PRGHO HYHQ RGGV WKDW SDUWLFLSDQWV ZKR SDVVHG D VFUHHQLQJ WHVW IRU EDVLF LQVXUDQFH OLWHUDF\ ZRXOG
VHOHFW WKH EHWWHU SODQ� DQG :KDUWRQ EXVLQHVV VFKRRO VWXG\ SDUWLFLSDQWV JRW LW ZURQJ RYHU RQH�TXDUWHU
RI WKH WLPH�� $QQD '� 6LQDLNR 	 5LFKDUG $� +LUWK� &RQVXPHUV� +HDOWK ,QVXUDQFH� DQG 'RPLQDWHG
&KRLFHV� �� -� +($/7+ (&21� ���� ��� ������ �VKRZLQJ DPRQJ HQUROOHHV LQ WKH 8QLYHUVLW\ RI
0LFKLJDQ¶V HPSOR\HH KHDOWK SODQ� RYHU RQH�WKLUG RI ZRUNHUV VHOHFWHG D SODQ WKDW ZDV LGHQWLFDO WR
DQRWKHU LQ HYHU\ ZD\ H[FHSW WKDW LW KDG D PRUH UHVWULFWHG SURYLGHU QHWZRUN� D SODQ NQRZQ DV D
³GRPLQDWHG´ SODQ EHFDXVH QR RQH VKRXOG FKRRVH VXFK D SODQ LQ DQ\ FLUFXPVWDQFH�� :KHQ PHDVXUHG
PRUH VXEMHFWLYHO\� SHRSOH IDLO WR EX\ SODQV WKDW DOLJQ ZLWK WKHLU RZQ VWDWHG SUHIHUHQFHV RU QHHGV� 6HH�
H�J�� 6DXUDEK %KDUJDYD HW DO�� 7KH &RVWV RI 3RRU +HDOWK �3ODQ &KRLFHV� 	 3UHVFULSWLRQV IRU 5HIRUP�
� %(+$9� 6&,� 	 32/¶< �� ���� �� ������ �VLPXODWLQJ SXUFKDVH RQ $&$ H[FKDQJHV WR ILQG WKDW RQO\
RQH�WKLUG RI UHVSRQGHQWV FKRVH WKH FRVW�PLQLPL]LQJ SODQ� EDVHG RQ WKHLU RZQ DQWLFLSDWHG PHGLFDO FDUH
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7KH ERWWRP OLQH LV WKDW SXEOLF RSWLRQ SURSRVDOV IRFXVHG RQ WKH LQGLYLGXDO
PDUNHW DUH XQOLNHO\ WR SURYLGH UHDO PRYHPHQW WRZDUGV PRUH FRKHUHQW DQG HTXLWDEOH
KHDOWK FDUH ILQDQFLQJ� (YHQ LI WKH SXEOLF RSWLRQ ZHUH ZLGHO\ WDNHQ XS E\ FXUUHQWO\
XQLQVXUHG LQGLYLGXDOV� LW ZRXOG UHDFK RQO\ D VPDOO VXEVHW RI WKH SRSXODWLRQ� ZKLOH
OHDYLQJ WKH ODUJHU LQHTXLWDEOH DQG FRQIXVLQJ SDWFKZRUN LQ SODFH� &RPSHWLWLRQ LQ
WKH LQGLYLGXDO KHDOWK LQVXUDQFH PDUNHW VLPSO\ GRHV QRW ZRUN DV LQWHQGHG RU
SUHGLFWHG� (YHQ LI WKH SXEOLF RSWLRQ ZHUH DQ REYLRXV EHVW DOWHUQDWLYH RIIHUHG RQ WKH
LQGLYLGXDO PDUNHW� LQGLYLGXDOV ZRXOG QRW QHFHVVDULO\ VHOHFW LW� ,Q WXUQ� WKH SXEOLF
RSWLRQ ZRXOG QRW H[HUW FRPSHWLWLYH PDUNHW SUHVVXUH WKDW VRPH VWLOO SUHGLFW DQG KRSH
LW PLJKW� $OO RI WKHVH UHDVRQV VXJJHVW ORRNLQJ WR DQRWKHU ORFXV IRU D PRUH
PHDQLQJIXO SXEOLF RSWLRQ� HPSOR\HUV�

(PSOR\HU�6SRQVRUHG &RYHUDJH DV DQ $WWUDFWLYH 6WDUWLQJ 3RLQW IRU 5HIRUP

(PSOR\HUV FXUUHQWO\ SOD\ D FHQWUDO UROH LQ SURYLGLQJ KHDOWK LQVXUDQFH� ZKLFK
DW ILUVW EOXVK PDNHV WDUJHWLQJ D SXEOLF RSWLRQ DQG UHIRUPV DW (6, VHHP SRWHQWLDOO\
IUDXJKW� ,W LV RQH RI WKH KLJKHU TXDOLW\ SDUWV RI D KHDOWK FDUH ILQDQFLQJ V\VWHP WKDW
KDV PDQ\ PRUH FULWLFDO JDSV WR IL[� LQFOXGLQJ WKH IDFW WKDW DSSUR[LPDWHO\ ��� RI
WKH SRSXODWLRQ XQGHU DJH �� LV VWLOO XQLQVXUHG��� <HW� MRE�EDVHG FRYHUDJH LV
FXUUHQWO\ LQ GHFOLQH� $V FRVWV ULVH� IHZHU HPSOR\HUV DUH RIIHULQJ FRYHUDJH DQG
PDQ\ PRUH DUH LQFUHDVLQJO\ GLVVDWLVILHG ZLWK WKH VWDWXV TXR� 0RUHRYHU� HYHQ ZKHQ
(6, LV RIIHUHG� ZRUNHUV PXVW SD\ D ODUJHU VKDUH RI WKH FRVWV� DQG SROLFLHV KDYH PRUH
UHVWULFWLRQV� OLNH OLPLWHG SURYLGHU QHWZRUNV� 7KH GHFOLQLQJ YDOXH RI (6, EHQHILWV
OHDGV VRPH ZRUNHUV WR GHFOLQH FRYHUDJH�

(YHQ EHIRUH WKH &29,'��� SDQGHPLF� WKH TXDOLW\ RI MRE�EDVHG KHDOWK
LQVXUDQFH ZDV GLPLQLVKLQJ DQG FRVWV LQFUHDVLQJ� )HZHU FRPSDQLHV RIIHU EHQHILWV
WRGD\� ,Q ����� ��� RI ILUPV RIIHUHG DW OHDVW VRPH HPSOR\HHV KHDOWK EHQHILWV� DV
FRPSDUHG WR ��� WZR GHFDGHV DJR��� DQG WKH VKDUH RI WKH QRQHOGHUO\ SRSXODWLRQ
FRYHUHG IHOO HLJKW SHUFHQWDJH SRLQWV IURP ���� WR ������� /RZ�LQFRPH ZRUNHUV
DQG WKHLU IDPLOLHV DUH OHVV OLNHO\ WR KDYH MRE�EDVHG FRYHUDJH� LQFOXGLQJ RQO\ D
TXDUWHU RI IXOO�WLPH ZRUNHUV HDUQLQJ XQGHU WKH IHGHUDO SRYHUW\ OHYHO DQG XQGHU KDOI
RI WKRVH ZRUNHUV HDUQLQJ EHWZHHQ WKH SRYHUW\ OHYHO DQG ���� RI LW��� /RZ�LQFRPH
ZRUNHUV DUH DOVR PXFK PRUH OLNHO\ WR GHFOLQH FRYHUDJH� HYHQ ZKHQ RIIHUHG WR WKHP�
LQFUHDVLQJO\ VR RYHU WKH SDVW �� \HDUV� EHFDXVH WKHLU RZQ FRQWULEXWLRQV WR WKDW

QHHGV�� 7KH DXWKRUV RI WKLV VWXG\ HVWLPDWHG WKDW LI DOO SHRSOH EX\LQJ SODQV RQ WKH $&$ H[FKDQJHV KDG
VLPLODU HUURU UDWHV DV WKH VWXG\ SRSXODWLRQ� ³WKH UHVXOW ZRXOG EH URXJKO\ ���� ELOOLRQ RI H[FHVV
VSHQGLQJ HDFK \HDU� ERUQH E\ D SRSXODWLRQ ZLWK ORZ WR PRGHUDWH LQFRPHV�´ ,G� DW ���

�� .$,6(5 )$0� )281'�� VXSUD QRWH ���
�� .$,6(5 )$0� )281'�� (03/2<(5+($/7+%(1(),76� ����$118$/ 6859(< �� ������� 1RWH�

WKH RIIHU UDWHV KDYH UHPDLQHG VWHDG\ IRU ODUJH ILUPV EXW GHFOLQHG IRU DOO RWKHUV� ,G� DW ���
�� 5DH HW DO�� VXSUD QRWH ���
�� ,G�
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FRYHUDJH DUH XQDIIRUGDEOH���
,Q DGGLWLRQ� ZLWKRXW EHJLQQLQJ WR UH�WKLQN HPSOR\HU�SURYLGHG FRYHUDJH� LW LV

KDUG WR LPDJLQH WDFNOLQJ IXQGDPHQWDO LVVXHV VXFK DV FRVW FRQWDLQPHQW DQG WKH
SURYLVLRQ RI XQLYHUVDO DQG HTXLWDEOH FRYHUDJH� 6R� HPSOR\HUV¶ VWUDLQ XQGHU WKH
ZHLJKW RI PDQDJLQJ KHDOWK FDUH EHQHILWV DQG FRVWV PLJKW SURYLGH DQ RSSRUWXQLW\ WR
VKLIW DZD\ IURP MRE�EDVHG SULYDWH SODQV DQG WRZDUG VRPHWKLQJ EHWWHU�

7KHUH DUH RI FRXUVH VHYHUDO UHDVRQV ZK\ HPSOR\HUV PLJKW SUHIHU WR UHPDLQ DW
WKH FHQWHU RI WKH 8�6� KHDOWK FDUH ILQDQFLQJ V\VWHP� /DUJH HPSOR\HUV JHQHUDOO\
YLHZ KHDOWK EHQHILWV DV DQ LPSRUWDQW SDUW RI WKHLU VWUDWHJ\ WR UHFUXLW DQG UHWDLQ
ZRUNHUV� D SRVLWLRQ WKDW LV JHQHUDOO\ VXSSRUWHG E\ HPSOR\HH VXUYH\V��� 6RPH
HPSOR\HUV XVH KHDOWK EHQHILWV WR WU\ WR PDLQWDLQ D KHDOWK\� DQG SUHVXPDEO\
SURGXFWLYH� ZRUNIRUFH� LQFOXGLQJ ZHOOQHVV SURJUDPV� J\P PHPEHUVKLS� DQG KHDOWK
FRDFKLQJ IRU FKURQLF RU VHULRXV FRQGLWLRQV��� 7KHVH W\SHV RI IDFWRUV PDNH WKH
FXUUHQW VWUXFWXUH VWLFN\� EXW QRW XQ\LHOGLQJ WR FKDQJH� DV ZH H[SORUH LQ WKH
GLVFXVVLRQ LQ 6HFWLRQ ,,�& RI ZK\ HPSOR\HUV PLJKW ZDQW FKDQJH� 7KHUH DUH DOVR
UHDVRQV WR ZDQW WR NHHS HPSOR\HUV DV SDUW RI WKH V\VWHP� LQFOXGLQJ DV D JRRG
FKDQQHO WR WHVW H[SDQVLRQ RI SXEOLF FRYHUDJH WR D ZRUNLQJ�DJH SRSXODWLRQ DQG� PRVW
LPSRUWDQWO\� WR UHWDLQ WKHLU FXUUHQW FRQWULEXWLRQV WRZDUG KHDOWK EHQHILWV� ZKLFK ZH
DOVR H[SORUH LQ 6HFWLRQ ,,�&� )LUVW� WKLV 6HFWLRQ RIIHUV D TXLFN ODQGVFDSH RI WKH
HPSOR\HU PDUNHW DQG LWV FKDOOHQJHV WR LOOXPLQDWH ZK\ ZH WKLQN WDUJHWLQJ D SXEOLF
RSWLRQ KHUH LV EHQHILFLDO�

�� 7KH (YROYLQJ 3LFWXUH RI WKH (PSOR\HU 0DUNHW DQG *URZLQJ &RVWV

$Q HVWLPDWHG ��� PLOOLRQ QRQHOGHUO\ LQGLYLGXDOV ZHUH HQUROOHG LQ DQ HPSOR\HU
SODQ LQ ���� ������ RI WKH WRWDO 8�6� SRSXODWLRQ���� -XVW RYHU KDOI RI DOO SULYDWH
VHFWRU ILUPV RIIHU KHDOWK LQVXUDQFH WR VRPH ZRUNHUV� EXW QHDUO\ DOO ILUPV ZLWK PRUH
WKDQ ��� ZRUNHUV GR VR��� 6HYHQW\ SHUFHQW RI ZRUNHUV FRYHUHG E\ KHDOWK LQVXUDQFH

�� ,G�
�� 6HH� H�J�� $0(5,&$¶6 +($/7+ ,1685$1&( 3/$16� 7+( 9$/8( 2) (03/2<(5�3529,'('

&29(5$*( ������ �UHSRUWLQJ UHVXOWV RI HPSOR\HH VXUYH\ ZKHUH ��� UHSRUWHG VDWLVIDFWLRQ ZLWK WKHLU
HPSOR\HU¶V KHDOWK SODQ� )RUW\�VL[ SHUFHQW RI VXUYH\HG HPSOR\HHV VWDWHG WKDW WKHLU HPSOR\HU¶V KHDOWK
SODQ SOD\HG D UROH LQ UHFUXLWLQJ WKHP� DQG ��� UHSRUWHG WKDW WKH KHDOWK SODQ KDV DQ LPSDFW RQ WKH
HPSOR\HH¶V FKRLFH WR VWD\ LQ WKHLU FXUUHQW MRE��

�� 6HH -HIIUH\ 3IHIIHU HW DO�� (PSOR\HUV¶ 5ROH LQ (PSOR\HH +HDOWK� :K\ 7KH\ 'R :KDW 7KH\ 'R�
�� -� 2&&83$7,21$/ 	 (19¶7 0('� (��� ������� %XW VHH 'DPRQ -RQHV HW DO�� :KDW 'R :RUNSODFH
:HOOQHVV 3URJUDPV 'R" (YLGHQFH IURP WKH ,OOLQRLV :RUNSODFH :HOOQHVV 6WXG\� ��� 4�-� (&21 ����
������ �SUHVHQWLQJ WKH UHVXOWV RI D UDQGRPL]HG FRQWUROOHG WULDO RI D ZRUNSODFH ZHOOQHVV SURJUDP�
ZKLFK IRXQG WKDW VXFK SURJUDPV QHLWKHU ORZHU PHGLFDO FRVWV QRU LPSURYH KHDOWK RXWFRPHV RU ZRUNHU
SURGXFWLYLW\��

�� .$,6(5 )$0� )281'�� VXSUD QRWH ���
�� .)) (PSOR\HU +HDOWK %HQHILWV ����� VXSUD QRWH ��� DW ���
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DUH HPSOR\HG DW ODUJH ILUPV���
/DUJHU ILUPV DUH PRUH OLNHO\ WR RIIHU EHWWHU KHDOWK LQVXUDQFH� /DUJH ILUP SODQV

WHQG WR KDYH KLJKHU WRWDO SUHPLXPV� GXH WR WKH JHQHURVLW\ RI EHQHILWV� EXW ORZHU
HPSOR\HH SUHPLXP FRQWULEXWLRQV� ORZHU GHGXFWLEOHV� ORZHU RXW�RI�SRFNHW
PD[LPXPV� DQG ORZHU FRSD\V� DV FRPSDUHG WR VPDOOHU ILUPV��� /DUJH ILUP SODQV
JHQHUDOO\ RIIHU VHYHUDO KHDOWK SODQ RSWLRQV EXW WKH\ KDYH RQO\ VPDOO GLIIHUHQFHV
DPRQJ WKHP ZLWK UHVSHFW WR WKH WUHDWPHQWV DQG VHUYLFHV FRYHUHG���

7KH FRVW RI KHDOWK EHQHILWV IRU HPSOR\HUV KDV VN\URFNHWHG RYHU WKH SDVW WZR
GHFDGHV� IDU RXWSDFLQJ ZDJH JURZWK DQG LQIODWLRQ��� 7KH DYHUDJH DQQXDO SUHPLXPV
LQ ���� ZHUH ������ IRU VLQJOH FRYHUDJH DQG ������� IRU IDPLO\ FRYHUDJH���
(PSOR\HUV KDYH EHHQ SD\LQJ PRUH WRZDUG WKDW FRYHUDJH� ZLWK WKH DYHUDJH
HPSOR\HU FRQWULEXWLRQ IRU VLQJOH FRYHUDJH LQFUHDVLQJ ���� EHWZHHQ ���� DQG
����� DQG IRU IDPLO\ FRYHUDJH LQFUHDVLQJ E\ ���� GXULQJ WKH VDPH WLPH SHULRG���
(PSOR\HHV KDYH DOVR IDFHG VLJQLILFDQWO\ LQFUHDVHG FRVWV� ZLWK HPSOR\HH
FRQWULEXWLRQV IRU VLQJOH FRYHUDJH LQFUHDVLQJ E\ ���� EHWZHHQ ���� DQG ����� DQG
E\ ���� IRU IDPLO\ FRYHUDJH���

,Q DGGLWLRQ WR SUHPLXPV� HPSOR\HHV DOVR IDFH LQFUHDVLQJ RXW�RI�SRFNHW FRVWV
IRU PHGLFDO FDUH� LQ WKH IRUP RI GHGXFWLEOHV� FR�LQVXUDQFH� DQG FR�SD\V� )RU
H[DPSOH� LQ ����� ��� RI FRYHUHG ZRUNHUV ZHUH LQ SODQV ZLWK DQ DQQXDO GHGXFWLEOH
RI ������ RU PRUH IRU VLQJOH FRYHUDJH� ZKLOH ��� ZHUH LQ SODQV ZLWK DQ DQQXDO
GHGXFWLEOH RI ������ RU PRUH��� %\ FRQWUDVW� MXVW RYHU WHQ \HDUV DJR RQO\ ��� RI
FRYHUHG ZRUNHUV ZHUH LQ SODQV ZLWK DQQXDO GHGXFWLEOHV RI ������ RU PRUH� DQG RQO\
�� ZHUH LQ SODQV ZLWK GHGXFWLEOHV RI ������ RU PRUH���

�� ,G�� )LJXUH 0��� DW ���
�� ,G� DW ���
�� '(3¶7 2) /$%�� 6(/(&7(' 0(',&$/ %(1(),76� $ 5(3257 )520 7+( '(3$570(17 2) /$%25

72 7+( '(3$570(17 2) +($/7+ $1' +80$1 6(59,&(6 ���� �������
KWWS���ZZZ�EOV�JRY�QFV�HEV�VS�VHOPHGEHQVUHSRUW�SGI�

�� .)) (PSOR\HU +HDOWK %HQHILWV ����� VXSUD QRWH ��� )LJXUH ����� DW ��� )LJXUH ����� DW ���
�� ,G� DW �� 1RW VXUSULVLQJO\� ILUPV ZLWK ORZHU�ZDJH ZRUNHUV KDYH OHVV JHQHURXV EHQHILWV DQG

JUHDWHU ZRUNHU FRQWULEXWLRQV� IRU IDPLO\ FRYHUDJH� WKHVH ILUPV KDG DQ DYHUDJH IDPLO\ SUHPLXP RI
������� LQ ����� ZLWK ZRUNHUV FRQWULEXWLRQV RI ������ �FORVH WR �����

�� 3HUFHQWDJH LQFUHDVH FDOFXODWHG E\ DXWKRUV XVLQJ GDWD SURYLGHG E\ LG� DW ������ 7KH UHOHYDQW
HPSOR\HU FRQWULEXWLRQV IRU VLQJOH FRYHUDJH ZHUH ������ LQ ���� DQG ������ LQ ����� ZKLOH WKH ILJXUHV
ZHUH ������ DQG ������� IRU IDPLO\ FRYHUDJH�

�� ,G� DW ������ 7RGD\� HPSOR\HHV DUH UHTXLUHG WR FRQWULEXWH RQ DYHUDJH ��� RI WKH SUHPLXP
IRU VLQJOH FRYHUDJH DQG ��� RI WKH SUHPLXP IRU IDPLO\ FRYHUDJH� ,G� DW ��� 5DWHV RI HPSOR\HU
VXEVLGL]DWLRQ YDU\ EDVHG RQ ILUP VL]H� SDUWLFXODUO\ IRU IDPLO\ FRYHUDJH� /DUJH ILUPV UHTXLUH
HPSOR\HHV WR SD\ RQ DYHUDJH ��� RI WKH FRVW RI IDPLO\ FRYHUDJH� ZKLOH VPDOO ILUPV UHTXLUH
HPSOR\HHV WR SD\ ��� RI WKH FRVW� ,G�

�� ,G� DW ����
�� ,G� DW ������� :KHQ SUHPLXPV DQG FRVW�VKDULQJ REOLJDWLRQV DUH FRPELQHG� HPSOR\HHV RQ

DYHUDJH SD\ ��� RI WRWDO KHDOWK FDUH FRVWV ���� SUHPLXPV� ��� DOO RWKHU FRVWV�� XS IURP ��� D
GHFDGH HDUOLHU� 0DWWKHZ 5DH� 5HEHFFD &RSHODQG 	 &\QWKLD &R[� 7UDFNLQJ WKH 5LVH LQ 3UHPLXP
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(YHQ DV WKH FRVW RI HPSOR\HU SODQV KDV LQFUHDVHG� WKH EUHDGWK RI SURYLGHU
QHWZRUNV RIIHUHG E\ VXFK SODQV LV EHFRPLQJ PRUH OLPLWHG� PHDQLQJ WKDW
EHQHILFLDULHV PLJKW LQFUHDVLQJO\ ILQG WKHLU GRFWRU RU KRVSLWDO WR EH RXW RI QHWZRUN���
0RVW (6, SODQV KDYH VRPH OLPLWV RQ WKH QHWZRUN RI SURYLGHUV VRPHRQH FDQ VHH� RU
FKDUJH PRUH IRU VHHLQJ GRFWRUV RXW RI QHWZRUN��� 6KULQNLQJ SURYLGHU QHWZRUNV ZLOO
DOPRVW FHUWDLQO\ FRQWLQXH VLQFH OLPLWLQJ QHWZRUNV LV WKH PRVW IHDVLEOH PHFKDQLVP
XQGHU HPSOR\HUV¶ FRQWURO WR WU\ WR PDQDJH SULFHV SDLG IRU FDUH�

7KH RYHUKHDG FRVWV IRU SODQV YDU\ VLJQLILFDQWO\� DOWKRXJK WKH\ DUH GLIILFXOW WR
HVWLPDWH SUHFLVHO\ EHFDXVH RI WKH LQFRQVLVWHQW DQG PDOOHDEOH ZD\V WKDW ERWK SULYDWH
DQG SXEOLF SODQV FDWHJRUL]H YDULRXV FRVWV� 7KH &RQJUHVVLRQDO %XGJHW 2IILFH �&%2�
IRXQG WKDW SULYDWH IXOO\ LQVXUHG KHDOWK SODQV KDYH� RQ DYHUDJH� RYHUKHDG H[SHQVHV
HTXDO WR ��� RI SUHPLXPV��� VLJQLILFDQWO\ KLJKHU WKDQ WKH ���� DGPLQLVWUDWLYH
RYHUKHDG IRU 0HGLFDUH DQG 0HGLFDLG��� $QG LW LV QRW FOHDU ZKHWKHU WKHVH HVWLPDWHV
VXIILFLHQWO\ DFFRXQW IRU WKH LQ�KRXVH UHVRXUFHV GHYRWHG WR KHDOWK SODQ
DGPLQLVWUDWLRQ� DV GLVFXVVHG EHORZ�

�� 7KH $GPLQLVWUDWLYH &RVWV DQG &KDOOHQJHV RI (PSOR\HU�3URYLGHG +HDOWK
&RYHUDJH

,Q DGGLWLRQ WR WKH VLJQLILFDQW SUHPLXP H[SHQVH RI HPSOR\HU�SURYLGHG KHDOWK
SODQV� WKHUH DUH DOVR OHVV REYLRXV FRVWV DQG ULVNV DVVRFLDWHG ZLWK VXFK FRYHUDJH
IURP WKH HPSOR\HU¶V SHUVSHFWLYH� ,Q SDUWLFXODU� RIIHULQJ D JURXS KHDOWK SODQ FRPHV
ZLWK VLJQLILFDQW SODQ GHVLJQ FRVWV DQG FKDOOHQJHV� FRPSOLDQFH FRVWV� DQG OLWLJDWLRQ
ULVNV� ,W LV OLNHO\ WKDW DW OHDVW VRPH HPSOR\HUV KDYH EHFRPH DFFXVWRPHG WR WKHVH
REOLJDWLRQV DQG QRZ KDYH FRPH WR FRQVLGHU WKHP DPRQJ WKH FRVWV RI GRLQJ
EXVLQHVV� <HW� LI RIIHUHG WKH RSSRUWXQLW\ WR UHOLQTXLVK WKHP� ZH WKLQN PDQ\ ZRXOG

&RQWULEXWLRQV DQG &RVW�6KDULQJ IRU )DPLOLHV :LWK /DUJH (PSOR\HU &RYHUDJH� 3(7(5621�.))�
+($/7+ 6<67(0 75$&.(5 �$XJ� ��� ������ KWWSV���ZZZ�KHDOWKV\VWHPWUDFNHU�RUJ�EULHI�WUDFNLQJ�WKH�
ULVH�LQ�SUHPLXP�FRQWULEXWLRQV�DQG�FRVW�VKDULQJ�IRU�IDPLOLHV�ZLWK�ODUJH�HPSOR\HU�FRYHUDJH�� $V IRU
SUHVFULSWLRQ GUXJ FRVWV� WKH VDPH UHSRUW IRXQG WKDW ODUJH HPSOR\HUV HQG XS SD\LQJ ����� RI WKH FRVW�
,G�

�� .)) (PSOR\HU +HDOWK %HQHILWV ����� VXSUD QRWH ��� )LJ� ���� DW ���
�� ,G� DW ��� )RUW\�VHYHQ SHUFHQW RI ZRUNHUV DUH LQ 3UHIHUUHG 3URYLGHU 2UJDQL]DWLRQV �332V��

��� LQ D +LJK 'HGXFWLEOH +HDOWK 3ODQ ZLWK 6DYLQJV 2SWLRQ �+'+3�62�� ��� LQ +HDOWK 0DLQWHQDQFH
2UJDQL]DWLRQV �+02V�� �� LQ 3RLQW RI 6HUYLFH �326� SODQV� DQG �� LQ FRQYHQWLRQDO SODQV� 7KH 326
DQG FRQYHQWLRQDO SODQV PLJKW FRPSHWH RQ QHWZRUN� EXW DOO RWKHUV KDYH PRUH QHWZRUN UHVWULFWLRQV WKDQ
0HGLFDUH GRHV� (YHQ DPRQJ ILUPV ZLWK ���� ZRUNHUV RU PRUH� RQH�WKLUG FRQVLGHU WKHLU ODUJHVW SODQ¶V
SURYLGHU QHWZRUN VRPHZKDW RU YHU\ QDUURZ� ,G� DW ����

�� &21*5(66,21$/ %8'*(7 2)),&(� 35,9$7( +($/7+ ,1685$1&( 35(0,806 $1' )('(5$/
32/,&< �� ������� KWWSV���ZZZ�FER�JRY�VLWHV�GHIDXOW�ILOHV����WK�FRQJUHVV������
�����UHSRUWV�������+HDOWKB,QVXUDQFHB3UHPLXPV�SGI� 6HOI�LQVXUHG SODQV DSSHDU WR KDYH ORZHU
DGPLQLVWUDWLYH H[SHQVHV WKDQ IXOO\ LQVXUHG SODQV� DOWKRXJK WKHUH DUH QR UHOLDEOH PHDVXUHV RI VXFK
DPRXQWV� ,G� DW ���

�� ,G�
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GR VR JODGO\���
$Q HPSOR\HU WKDW GHFLGHV WR RIIHU D KHDOWK SODQ WR HPSOR\HHV PXVW EHJLQ E\

PDNLQJ YDULRXV SODQ GHVLJQ GHFLVLRQV� VXFK DV HOLJLELOLW\ WHUPV� EHQHILW GHVLJQ�
FRVW�VKDULQJ VWUXFWXUH� QHWZRUN EUHDGWK� DQG ILQDQFLQJ DUUDQJHPHQW� )RU ODUJH
HPSOR\HUV� LQ�KRXVH EHQHILWV H[SHUWV W\SLFDOO\ ZRUN ZLWK RXWVLGH EHQHILWV
FRQVXOWDQWV WR PDNH WKHVH GHFLVLRQV� ZKLOH VPDOOHU HPSOR\HUV PD\ FRQVXOW RQO\ DQ
LQVXUDQFH EURNHU�

2QFH WKHVH LQLWLDO GHFLVLRQV DUH PDGH� WKH HPSOR\HU PXVW HLWKHU SXUFKDVH D
JURXS LQVXUDQFH SROLF\ RU KLUH D WKLUG�SDUW\ DGPLQLVWUDWRU �73$� WR DGPLQLVWHU WKH
SODQ� 7KDW SXUFKDVLQJ RU KLULQJ SURFHVV LV W\SLFDOO\ GRQH WKURXJK D UHTXHVW IRU
SURSRVDOV �5)3� WKDW VROLFLWV ELGV IURP LQWHUHVWHG SDUWLHV� ,Q IDFW� LW LV QRW XQXVXDO
IRU D ODUJH HPSOR\HU WR LVVXH PXOWLSOH 5)3V WR FRYHU QRW RQO\ WUDGLWLRQDO PHGLFDO
EHQHILWV� EXW DOVR VHSDUDWH 5)3V IRU WKH SODQ¶V SUHVFULSWLRQ GUXJ EHQHILW� VSHFLDOW\
GUXJ EHQHILW� ZHOOQHVV SURJUDP� &RQVROLGDWHG 2PQLEXV %XGJHW 5HFRQFLOLDWLRQ $FW
�&2%5$� DGPLQLVWUDWLRQ� DQG GDWD ZDUHKRXVLQJ� 2QFH ELGV DUH UHFHLYHG� WKH
HPSOR\HU PXVW VHOHFW D ZLQQHU LQ HDFK FDWHJRU\ DQG QHJRWLDWH WKH ILQDO WHUPV RI WKH
FRQWUDFWV�

,I WKH HPSOR\HU ZDQWV WR DOORZ HPSOR\HHV WR SD\ IRU SUHPLXPV RQ D SUH�WD[
EDVLV �DV DOO VKRXOG�� WKH HPSOR\HU PXVW HVWDEOLVK D FDIHWHULD SODQ XQGHU VHFWLRQ ���
RI WKH ,QWHUQDO 5HYHQXH &RGH WR DOORZ VXFK FRQWULEXWLRQV��� 0DQ\ HPSOR\HUV DOVR
FKRRVH WR RIIHU D KHDOWK FDUH IOH[LEOH VSHQGLQJ DFFRXQW XQGHU WKHLU FDIHWHULD SODQ�
ZKLFK DOORZV HPSOR\HHV WR SD\ RXW�RI�SRFNHW PHGLFDO H[SHQVHV RQ D SUH�WD[ EDVLV�
ZKLFK W\SLFDOO\ UHTXLUHV \HW DQRWKHU YHQGRU�

$IWHU WKH SODQ KDV EHHQ GHVLJQHG DQG DJUHHPHQWV ZLWK YHQGRUV DUH LQ SODFH�
WKH HPSOR\HU PXVW DGPLQLVWHU DQ RSHQ HQUROOPHQW SURFHVV��� LQIRUPLQJ HOLJLEOH
HPSOR\HHV RI WKHLU FKRLFHV DQG DOORZLQJ WKHP WR PDNH DQ HOHFWLRQ ZLWKLQ D
VSHFLILHG ZLQGRZ� 3OXV� WKH\ PXVW HVWDEOLVK WHFKQLFDO SURFHVVHV WR HQUROO WKH
HPSOR\HH DQG IDPLO\ PHPEHUV LQ FRYHUDJH DQG HQVXUH WKH SURSHU SD\UROO
GHGXFWLRQV DQG SODQ FRQWULEXWLRQV DUH PDGH�

)ROORZLQJ RSHQ HQUROOPHQW� WKH SODQ PXVW EH DGPLQLVWHUHG RQ DQ RQJRLQJ
EDVLV� :KLOH WKH LQVXUHU RU D WKLUG�SDUW\ DGPLQLVWUDWRU LV SULQFLSDOO\ UHVSRQVLEOH IRU
VXFK DGPLQLVWUDWLRQ� WKH WDVNV LQYROYHG DUH VLJQLILFDQW� $W D PLQLPXP� WKH LQVXUHU
RU 73$ PXVW SURFHVV SULRU DXWKRUL]DWLRQ UHTXHVWV� FODLPV DQG DSSHDOV� DQG PLG�

�� 6HH� H�J�� 3IHIIHU HW DO�� VXSUD QRWH ��� DW H��� �GHVFULELQJ KRZ HYHQ HPSOR\HUV LQWHUHVWHG LQ
HPSOR\HH KHDOWK SURPRWLRQ RIIHUHG HPSOR\HHV KLJK GHGXFWLEOH KHDOWK SODQV EDVHG RQ DQ DSSDUHQW
EHOLHI WKDW VXFK SODQV ZHUH ³WKH RQO\ RSWLRQ´��

�� 6HH ,�5�&� � ����G�� :LWKRXW D FDIHWHULD SODQ LQ SODFH� DQ HPSOR\HH¶V VKDUH RI KHDOWK SODQ
SUHPLXPV PXVW EH SDLG ZLWK DIWHU�WD[ GROODUV �L�H�� GROODUV WKDW DUH WD[DEOH DV ZDJHV DQG VXEMHFW WR
ERWK SD\UROO DQG LQFRPH WD[HV� UDWKHU WKDQ ZLWK WD[�IUHH GROODUV�

�� $Q DQQXDO RSHQ HQUROOPHQW SURFHVV LV UHTXLUHG E\ WKH WD[ FRGH SURYLVLRQV DOORZLQJ SUH�WD[
SD\PHQW RI SUHPLXPV WKURXJK D FDIHWHULD SODQ� 6HH 3URS� 7UHDV� 5HJ� � ��������D����� �� )HG� 5HJ�
������ ����� �$XJ� �� ������



$ 38%/,& 237,21 )25 (03/2<(5 +($/7+ 3/$16

���

\HDU FKDQJHV LQ HQUROOPHQW� 7KH LQVXUHU RU 73$ LV DOVR UHVSRQVLEOH IRU QHJRWLDWLQJ
DQG PDLQWDLQLQJ D SURYLGHU QHWZRUN DQG� DV D SUDFWLFDO PDWWHU� PXVW KDYH D FDOO
FHQWHU IRU ERWK SDUWLFLSDQW DQG SURYLGHU LQTXLULHV�

D� 5HJXODWRU\ %XUGHQV

2QFH WKH SODQ LV XS DQG UXQQLQJ� HPSOR\HUV DUH IDFHG ZLWK P\ULDG OHJDO
UHTXLUHPHQWV� 7KH (PSOR\HH 5HWLUHPHQW ,QFRPH 6HFXULW\ $FW RI ����� DV DPHQGHG
�(5,6$� LV WKH IHGHUDO VWDWXWH WKDW JRYHUQV QHDUO\ DOO HPSOR\HU�SURYLGHG KHDOWK
SODQV� RWKHU WKDQ WKRVH VSRQVRUHG E\ FKXUFKHV RU JRYHUQPHQWV��� $OWKRXJK (5,6$
ZDV GHVLJQHG SULPDULO\ ZLWK SHQVLRQ SODQV LQ PLQG��� LW LPSRVHV VLJQLILFDQW
UHSRUWLQJ DQG GLVFORVXUH DQG FODLPV DQG DSSHDOV SURFHGXUHV RQ KHDOWK SODQV���
(5,6$ DOVR LQFRUSRUDWHV IHGHUDO UHTXLUHPHQWV WKDW SURYLGH WKH ULJKW IRU LQGLYLGXDOV
FRYHUHG E\ DQ HPSOR\HU KHDOWK SODQ WR FRQWLQXH WKHLU FRYHUDJH IRU D VSHFLILF SHULRG
RI WLPH LI WKH\ KDYH D TXDOLI\LQJ ORVV RI FRYHUDJH �NQRZQ DV &2%5$ FRQWLQXDWLRQ
FRYHUDJH�� DV ZHOO DV YDULRXV QRQGLVFULPLQDWLRQ UHTXLUHPHQWV LQFOXGHG LQ WKH
+HDOWK ,QVXUDQFH 3RUWDELOLW\ DQG $FFRXQWDELOLW\ $FW �+,3$$� DQG D VPDOO QXPEHU
RI PDQGDWHG EHQHILWV���

,Q DGGLWLRQ WR (5,6$� WKH IHGHUDO WD[ FRGH DOVR UHJXODWHV HPSOR\HU�SURYLGHG
KHDOWK SODQV� 7KH WD[ FRGH FRQWDLQV WKH VR�FDOOHG HPSOR\HU PDQGDWH� ZKLFK
VXEMHFWV ODUJH HPSOR\HUV WR D ILQDQFLDO SHQDOW\ LI WKH\ IDLO WR RIIHU DQ DIIRUGDEOH
JURXS KHDOWK SODQ��� 7KH FDOFXODWLRQ RI WKH SHQDOW\ LV FRPSOLFDWHG� EXW LW JHQHUDOO\
UDQJHV IURP ������ WR ������ SHU HPSOR\HH SHU \HDU� 7KHUH DUH UHJXODWLRQV
HVWDEOLVKLQJ ZKHQ DQ HPSOR\HU LV FRQVLGHUHG WR RIIHU D JURXS KHDOWK SODQ IRU WKHVH
SXUSRVHV� DQG ZKHQ DQG WR ZKDW H[WHQW WKDW FRYHUDJH LV FRQVLGHUHG DIIRUGDEOH IRU
D SDUWLFXODU HPSOR\HH��� 7KH WD[ FRGH DOVR LQFRUSRUDWHV PDQ\ RI (5,6$¶V

�� �� 8�6�&� � ����� 7KH H[FOXVLRQ IRU JRYHUQPHQWDO DQG FKXUFK SODQV LV IRXQG LQ �� 8�6�&� �
�����E��

�� -DPHV $� :RRWHQ� ³7KH 0RVW *ORULRXV 6WRU\ RI )DLOXUH LQ WKH %XVLQHVV´� 7KH 6WXGHEDNHU�
3DFNHU &RUSRUDWLRQ DQG WKH 2ULJLQV RI (5,6$� �� %8))� /� 5(9� ���� ������ �������

�� 6HH �� 8�6�&� �� ��������� �FRQWDLQLQJ (5,6$¶V UHSRUWLQJ DQG GLVFORVXUH UHTXLUHPHQWV��
�� 8�6�&� � ���� �FRQWDLQLQJ (5,6$¶V FODLPV DQG DSSHDOV SURFHGXUHV� ZKLFK DUH IXUWKHU GHWDLOHG LQ
UHJXODWLRQV SURPXOJDWHG DW �� &�)�5� � ���������� ��������

�� 6HH �� 8�6�&� � ���� �SURYLGLQJ &RQVROLGDWHG 2PQLEXV %XGJHW 5HFRQFLOLDWLRQ $FW
UHTXLUHPHQWV�� �� 8�6�&� �� ��������� �SURYLGLQJ +HDOWK ,QVXUDQFH 3RUWDELOLW\ DQG $FFRXQWDELOLW\
$FW UHTXLUHPHQWV�� (5,6$ EURDGO\ SUHHPSWV VWDWH ODZV WKDW UHODWH WR HPSOR\HH EHQHILW SODQV� RWKHU
WKDQ WKRVH WKDW UHJXODWH LQVXUDQFH� ZKLFK FUHDWHV DQ DGGLWLRQDO OHYHO RI OHJDO FRPSOH[LW\ WKDW RIWHQ
UHVXOWV LQ OLWLJDWLRQ RYHU ZKDW VWDWH ODZV DUH SUHHPSWHG DQG KDV SURGXFHG DQ HQF\FORSHGLF QXPEHU RI
6XSUHPH &RXUW GHFLVLRQV� 6HH �� 8�6�&� ����� �D��

�� ,�5�&� � ����+�
�� 7UHDV� 5HJ� � �������+�� �DV DPHQGHG LQ ������ VHH DOVR 'DYLG *DPDJH� 3HUYHUVH

,QFHQWLYHV $ULVLQJ IURP WKH 7D[ 3URYLVLRQ RI +HDOWKFDUH 5HIRUP� :K\ )XUWKHU 5HIRUPV DUH 1HHGHG
WR 3UHYHQW $YRLGDEOH &RVWV WR /RZ� DQG 0RGHUDWH�,QFRPH :RUNHUV� �� 7$; /� 5(9� ��� ������
�GHWDLOLQJ VRPH RI WKH ODERU PDUNHW GLVWRUWLRQV WKDW DUH OLNHO\ WR UHVXOW IURP WKH $&$¶V WD[
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VXEVWDQWLYH JURXS KHDOWK SODQ UHTXLUHPHQWV DQG WKH $&$¶V KHDOWK LQVXUDQFH
UHIRUPV �VXFK DV SURKLELWLRQV RQ SUH�H[LVWLQJ FRQGLWLRQ H[FOXVLRQV DQG OLIHWLPH DQG
DQQXDO OLPLWV� DQG VXEMHFWV SODQV WKDW GR QRW FRPSO\ ZLWK VXFK UHTXLUHPHQWV WR D
���� SHU GD\ SHU DIIHFWHG LQGLYLGXDO H[FLVH WD[��� ,Q DGGLWLRQ� DV PHQWLRQHG DERYH�
LQ RUGHU WR DOORZ SDUWLFLSDQWV WR SD\ SUHPLXPV RQ D SUH�WD[ EDVLV� WKH HPSOR\HU
PXVW DGRSW D FDIHWHULD SODQ DGPLQLVWHUHG LQ DFFRUGDQFH ZLWK ,56 JXLGDQFH� )RU
H[DPSOH� WKH FDIHWHULD SODQ UHJXODWLRQV GLFWDWH ZKHQ D PDUULHG HPSOR\HH ZKR LV
JHWWLQJ D GLYRUFH PD\ FKDQJH WKHLU KHDOWK SODQ HOHFWLRQ IURP IDPLO\ FRYHUDJH WR
VLQJOH HPSOR\HH FRYHUDJH� RU PD\ GURS RU DGG FRYHUDJH DOWRJHWKHU��� 6LPLODUO\
GHWDLOHG UXOHV DSSO\ WR KHDOWK FDUH IOH[LEOH VSHQGLQJ DFFRXQWV� ZKLFK PD\ RQO\ EH
RIIHUHG WKURXJK D FDIHWHULD SODQ���

(PSOR\HUV PXVW DOVR HQVXUH FRPSOLDQFH ZLWK VHYHUDO RWKHU IHGHUDO ODZV WKDW
WRXFK HPSOR\HU KHDOWK SODQV� VXFK DV +,3$$¶V SULYDF\ UXOHV� WKH $PHULFDQV ZLWK
'LVDELOLW\ $FW �$'$�� DQG WKH )DPLO\0HGLFDO /HDYH $FW �)0/$�� )RU HPSOR\HHV
ZKR DUH 0HGLFDUH�HOLJLEOH� WKH HPSOR\HU RU SODQ DGPLQLVWUDWRU PXVW QDYLJDWH
0HGLFDUH 6HFRQGDU\ 3D\HU UXOHV� ZKLFK GHWHUPLQH KRZ EHQHILW SD\PHQWV DUH
FRRUGLQDWHG EHWZHHQ WKH HPSOR\HU SODQ DQG 0HGLFDUH�

6RPH HPSOR\HU SODQV� LI ILQDQFHG WKURXJK DQ LQVXUDQFH FRQWUDFW UDWKHU WKDQ
VHOI�LQVXUHG� DUH DOVR VXEMHFW WR VWDWH ODZV� 6XFK ODZV UHJXODWH QRW RQO\ WKH
LQVXUDQFH FRPSDQ\ LWVHOI �WKURXJK PHFKDQLVPV VXFK DV FDSLWDO UHVHUYH
UHTXLUHPHQWV� EXW FDQ DOVR KDYH DQ LPSDFW RQ VXEVWDQWLYH IHDWXUHV RI WKH JURXS
FRQWUDFW� VXFK DV PDQGDWHG EHQHILWV RU GLVSXWH UHVROXWLRQ PHFKDQLVPV� )RU SODQV
WKDW VHOI�LQVXUH EXW SXUFKDVH VWRS ORVV FRYHUDJH� VWDWH ODZ FDQ UHJXODWH WKH VWRS ORVV
SROLF\�

:KLOH TXDQWLI\LQJ WKH HFRQRPLF FRVWV RI WKHVH DGPLQLVWUDWLYH DQG UHJXODWRU\
UHTXLUHPHQWV LV GLIILFXOW� LW LV LPSRUWDQW WR XQGHUVWDQG WKDW WKH �����
DGPLQLVWUDWLYH H[SHQVHV IRU ODUJH HPSOR\HU VHOI�LQVXUHG SODQV FLWHG DERYH�� GRHV
QRW LQFOXGH RU UHIOHFW WKHVH RWKHU FRVWV���

E� &ODLPV 'LVSXWHV DQG /LWLJDWLRQ 5LVNV

,Q DGGLWLRQ WR WKH XSIURQW SODQ GHVLJQ FRVWV DQG RQJRLQJ FRPSOLDQFH FRVWV�
HPSOR\HUV WKDW VSRQVRU D JURXS KHDOWK SODQ DOVR IDFH ULVNV UHODWHG WR FODLPV

SURYLVLRQV��
�� ,�5�&� � ����'�
�� 6HH 7UHDV� 5HJ� � ������� �DV DPHQGHG LQ ������
�� 6HH 3URS� 7UHDV� 5HJ� ��������� �� )HG� 5HJ� ������ ����� �$XJ� �� ������
�� 6HH VXSUD WH[W DFFRPSDQ\LQJ QRWH ���
�� 6HH$ODLQ &� (QWKRYHQ 	 9LFWRU )XFKV� (PSOR\PHQW�%DVHG +HDOWK ,QVXUDQFH� 3DVW� 3UHVHQW�

DQG )XWXUH� �� +($/7+ $))6� ����� ���� ������ �QRWLQJ WKDW DGPLQLVWUDWLYH FRVWV GR QRW ³LQFOXGH
WKH FRVWV WR HPSOR\HUV WR SXUFKDVH DQG PDQDJH KHDOWK FDUH VSHQGLQJ� LQFOXGLQJ DUPLHV RI FRQVXOWDQWV�
EHQHILWV PDQDJHUV� DQG EURNHUV´��
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GLVSXWHV� :KHUH D KHDOWK SODQ GHQLHV D FODLP� WKH FRYHUHG LQGLYLGXDO KDV WKH ULJKW
WR DQ LQWHUQDO DSSHDO WKDW LV VXEMHFW WR GHWDLOHG SURFHGXUDO UHTXLUHPHQWV��� ,Q
DGGLWLRQ� DV SDUW RI $&$ UHIRUPV� QHDUO\ DOO HPSOR\HU SODQV QRZ PXVW RIIHU
SDUWLFLSDQWV WKH DELOLW\ WR DSSHDO FODLPV WKDW DUH GHQLHG RQ WKH EDVLV RI FOLQLFDO RU
VFLHQWLILF MXGJPHQW WR DQ LQGHSHQGHQW PHGLFDO H[SHUW���� 7KDW LQGHSHQGHQW UHYLHZ
LV FRQGXFWHG GH QRYR� DQG LV ELQGLQJ RQ WKH SODQ���� ,I WKRVH DSSHDOV DUH
XQVXFFHVVIXO� WKH FRYHUHG LQGLYLGXDO KDV WKH ULJKW WR ILOH VXLW XQGHU (5,6$ WR
FKDOOHQJH WKH FODLP GHQLDO����

:KLOH WKH ILQDQFLDO LPSDFW RI WKHVH FODLPV GLVSXWHV PD\ EH UHODWLYHO\
OLPLWHG���� WKHVH ODZVXLWV FDQ KDYH D SURIRXQG LPSDFW RQ WKH UHODWLRQVKLS EHWZHHQ
HPSOR\HU DQG HPSOR\HH� $ GLVSXWH EHWZHHQ DQ HPSOR\HU DQG HPSOR\HH DERXW
SRWHQWLDOO\ OLIH�RU�GHDWK LVVXHV FDQ LUUHSDUDEO\ KDUP WKH HPSOR\PHQW UHODWLRQVKLS
ZLWK WKH DIIHFWHG HPSOR\HH DQG FDQ DOVR GDPDJH PRUDOH ZLWKLQ WKH EURDGHU
HPSOR\HH FRPPXQLW\� 7KH HIIHFWV RI VXFK GLVSXWHV FDQ XQGHUPLQH WKH DELOLW\ RI DQ
HPSOR\HU WR UHO\ RQ KHDOWK EHQHILWV DV D UHFUXLWPHQW DQG UHWHQWLRQ WRRO�

,Q DGGLWLRQ WR ODZVXLWV EURXJKW E\ HPSOR\HHV� HPSOR\HUV WKDW VSRQVRU KHDOWK
SODQV VRPHWLPHV ILQG WKHPVHOYHV DV SODLQWLIIV LQ ODZVXLWV DJDLQVW HPSOR\HHV WR
HQIRUFH SODQ UHLPEXUVHPHQW FODXVHV���� 7KHVH FODXVHV� FRPPRQ LQ HPSOR\HU KHDOWK
SODQV� UHTXLUH WKDW FRYHUHG LQGLYLGXDOV UHLPEXUVH WKH SODQ IRU PHGLFDO H[SHQVHV LI
WKH SODQ SDLG IRU PHGLFDO FDUH DQG WKH HPSOR\HH ODWHU UHFRYHUV DJDLQVW D WKLUG SDUW\
LQ DQ DFWLRQ UHODWHG WR WKRVH PHGLFDO H[SHQVHV���� )RU H[DPSOH� LI DQ HPSOR\HH LV
LQMXUHG LQ D FDU DFFLGHQW DQG UHFHLYHV D UHODWHG VHWWOHPHQW RU MXGJPHQW IURP D WKLUG�
SDUW\� WKH KHDOWK SODQ KDV D ULJKW WR EH UHLPEXUVHG IRU WKH DPRXQW LW VSHQW WR SURYLGH
PHGLFDO FDUH WR WKH HPSOR\HH DV D UHVXOW RI WKH FDU DFFLGHQW� $V ZLWK GHQLHG FODLPV

�� �� &�)�5� � ���������� �������
��� 3DWLHQW 3URWHFWLRQ DQG $IIRUGDEOH &DUH $FW� 3XE� /� 1R �������� � ����� ��� 6WDW� ����

������ �������
��� 7UHDV� 5HJ� � �������������G�����LLL��%���� �GH QRYR UHYLHZ�� ����Y� �ELQGLQJ GHFLVLRQ��
��� �� 8�6�&� � �����D�����%�� :KLOH FODLPV WKDW SURFHHG WR OLWLJDWLRQ SRVH UHODWLYHO\ ORZ

ILQDQFLDO ULVN� LQGHSHQGHQW H[WHUQDO UHYLHZ FDUULHV JUHDWHU ULVN IRU D SODQ� ,Q OLWLJDWLRQ� D FRXUW UHYLHZV
D SODQ¶V GHFLVLRQ XQGHU WKH KLJKO\ GHIHUHQWLDO ³DUELWUDU\ DQG FDSULFLRXV´ VWDQGDUG RI UHYLHZ� ,Q
H[WHUQDO UHYLHZ� D TXDOLILHG H[SHUW UHYLHZV WKH FODLP GH QRYR� EXW RQO\ FODLPV WKDW LQYROYH WKH
H[HUFLVH RI FOLQLFDO RU VFLHQWLILF MXGJPHQW DUH HOLJLEOH IRU H[WHUQDO UHYLHZ�

��� 3XQLWLYH DQG H[WUD�FRQWUDFWXDO GDPDJHV DUH XQDYDLODEOH XQGHU (5,6$� ZKLFK OLPLWV
UHFRYHULHV LQ VXFFHVVIXO DSSHDOV RI EHQHILW GHQLDOV WR WKH FRVW RI WKH VHUYLFH DW LVVXH DQG SODLQWLII¶V
DWWRUQH\V IHHV�

��� 6HH� H�J�� 8�6� $LUZD\V Y� 0F&XWFKHQ� ��� 8�6� �� ������ �VXLW E\ VHOI�IXQGHG KHDOWK SODQ
WR UHFRYHU DPRXQWV SDLG IRU LQMXUHG SDUWLFLSDQW¶V PHGLFDO FDUH� ZKHUH SDUWLFLSDQW KDG UHFHLYHG D
VHWWOHPHQW IURP D WKLUG SDUW\ UHODWHG WR DXWRPRELOH DFFLGHQW WKDW UHVXOWHG LQ WKH QHHG IRU PHGLFDO
FDUH��

��� 0RQWDQLOH Y� %G� RI 7UXVWHHV RI 1DW¶O (OHYDWRU ,QGXVWU\ +HDOWK %HQHILW 3ODQ� ��� 8�6� ����
��� ������ �³(PSOR\HH EHQHILWV SODQV UHJXODWHG E\ >(5,6$@ RIWHQ FRQWDLQ VXEURJDWLRQ FODXVHV
UHTXLULQJ D SODQ SDUWLFLSDQW WR UHLPEXUVH WKH SODQ IRU PHGLFDO H[SHQVHV LI WKH SDUWLFLSDQW ODWHU UHFRYHUV
PRQH\ IURP D WKLUG SDUW\ IRU KLV LQMXULHV�´��
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ODZVXLWV� WKHVH UHLPEXUVHPHQW DFWLRQV RIWHQ GDPDJH WKH HPSOR\HU�HPSOR\HH
UHODWLRQVKLS DQG KDYH DW WLPHV UHVXOWHG LQ XQIDYRUDEOH PHGLD FRYHUDJH RI WKH
HPSOR\HU����

$OO WROG� GHVLJQLQJ DQG PDLQWDLQLQJ D JURXS KHDOWK SODQ LV D VLJQLILFDQW DQG
FRVWO\ XQGHUWDNLQJ IRU ODUJH HPSOR\HUV� RYHU DQG DERYH DFWXDO SUHPLXP FRVWV�
:KLOH WKRVH HIIRUWV JHQHUDOO\ GHOLYHU D YDOXHG EHQHILW� D SXEOLF RSWLRQ WKDW SURYLGHV
KLJK YDOXH FRYHUDJH ZLWKRXW WKHVH EXUGHQV FRXOG SURYH YHU\ DWWUDFWLYH WR ERWK
HPSOR\HUV DQG HPSOR\HHV�

,,� 285 352326$/� $1 (03/2<(5 38%/,& +($/7+ ,1685$1&( 237,21

,Q WKLV $UWLFOH� ZH SURSRVH D EHWWHU ZD\ IRUZDUG WKDQ HLWKHU 0HGLFDUH IRU $OO
RU DQ LQGLYLGXDO SXEOLF RSWLRQ� 7KLV $UWLFOH PDNHV WKH FDVH IRU D SXEOLF RSWLRQ IRU
HPSOR\HUV� ZKLFK ZRXOG JLYH HPSOR\HUV D YROXQWDU\ FKRLFH WR RIIHU 0HGLFDUH�
EDVHG SXEOLF LQVXUDQFH FRYHUDJH LQ OLHX RI WUDGLWLRQDO JURXS FRYHUDJH� :H EHJLQ
E\ PDNLQJ WKH EDVLF FDVH IRU DQ HPSOR\HU SXEOLF RSWLRQ DQG WKHQ UHYLHZ NH\ GHVLJQ
IHDWXUHV LQ JUHDWHU GHWDLO� :H FRQFOXGH E\ H[DPLQLQJ WKH OLNHOLKRRG WKDW WKH
SURSRVDO ZRXOG JDLQ WUDFWLRQ DPRQJ HPSOR\HUV DQG RWKHU VWDNHKROGHUV�

$� 7KH %DVLF &DVH IRU DQ (PSOR\HU 3XEOLF 2SWLRQ

,I WKH SDUDPRXQW JRDO RI KHDOWK FDUH UHIRUP LV WR PRYH WRZDUG HIILFLHQW DQG
HTXLWDEOH FRYHUDJH� WKHQ SURYLGLQJ HPSOR\HUV ZLWK WKH DELOLW\ WR RIIHU HPSOR\HHV
FRYHUDJH WKURXJK D 0HGLFDUH�EDVHG SXEOLF LQVXUDQFH SURJUDP SUHVHQWV D
PHDQLQJIXO DQG SROLWLFDOO\ SODXVLEOH RSSRUWXQLW\ LQ WKDW GLUHFWLRQ� 0RVW HPSOR\HUV�
HYHQ WKRVH ZLWK D ZLOO WR GR VR� ZLOO QRW EH DEOH WR UHYHUVH WKH WUHQG RI FRVW LQFUHDVHV
LQ WKHLU SODQV� $Q HPSOR\HU SXEOLF RSWLRQ FDQ GR VR� RIIHULQJ LPPHGLDWH EHQHILWV
IRU ERWK HPSOR\HUV DQG HPSOR\HHV� $W WKH VDPH WLPH� LW FDQ EXLOG WKH IRXQGDWLRQ
IRU ODUJHU V\VWHPLF UHIRUP E\ WHVWLQJ D PHDQLQJIXO H[SDQVLRQ RI SXEOLF FRYHUDJH�

�� )L[LQJ 3UREOHPV ZLWK -RE�%DVHG +HDOWK &RYHUDJH

2QH RI WKH NH\ EHQHILWV RI DQ HPSOR\HU SXEOLF RSWLRQ LV WKH DELOLW\ WR DGGUHVV
WKH GHFOLQLQJ UHDFK� YDOXH� DQG UHOLDELOLW\ RI (6,� ,W SURYLGHV D PHFKDQLVP WR
GHFUHDVH SULFHV IRU FDUH DQG SODQ DGPLQLVWUDWLYH H[SHQVHV� LQFUHDVH WKH QXPEHU RI
ZRUNHUV DQG WKHLU IDPLOLHV ZLWK KHDOWK LQVXUDQFH FRYHUDJH� DQG GHOLYHU VXEVLGLHV WR
ORZ� DQG PRGHUDWH�LQFRPH ZRUNHUV�

��� 6HH� H�J�� $QGUHZ &ODUN�:DO�0DUW 'URSV %LG WR 6XH %UDLQ�'DPDJHG )RUPHU 6KHOI�6WDFNHU�
*8$5',$1 �$SU� �� ������ 7DUD 3DUNHU�3RSH� ,QMXUHG:RPDQ:LQV:DO�0DUW 6DJD� 1�<�7,0(6 �$SU�
�� ������ $QGUHZ:ROIVRQ�:DOPDUW &KDQJHG 3ROLF\ $IWHU &ODLPLQJ DQ ,QMXUHG :RUNHU¶V 6HWWOHPHQW
%HFDPH D 35 1LJKWPDUH� /28,69,//( &285,(5 -� �$SU� �� ������
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D� $GGUHVVLQJ WKH 5LVLQJ &RVW RI 3ULYDWH -RE�%DVHG &RYHUDJH

$ NH\ IHDWXUH RI DQ HPSOR\HU SXEOLF RSWLRQ� DQG DGYDQWDJH RYHU SULYDWH
FRYHUDJH� LV WKH DELOLW\ RI WKH JRYHUQPHQW WR QHJRWLDWH GRZQ SULFHV DQG VWLOO UHWDLQ
D ODUJH QHWZRUN RI SURYLGHUV� 0HGLFDUH SULFHV DUH RQ DYHUDJH RQH�KDOI WKDW RI
SULYDWH KHDOWK LQVXUDQFH SODQV���� 2YHU WKH SDVW GHFDGH� 0HGLFDUH KDV FRQWUROOHG
SHU HQUROOHH VSHQGLQJ PXFK EHWWHU WKDQ SULYDWH KHDOWK LQVXUDQFH���� +HDOWK
VSHQGLQJ JURZWK KDV IDU RXWSDFHG HFRQRPLF JURZWK� EDOORRQLQJ IURP MXVW XQGHU
�� RI *'3 LQ ���� WR QHDUO\ ��� QRZ���� (YHQ RYHU WKH ODVW GHFDGH� IURP �����
����� D SHULRG ZKHQ WKH UDWH RI VSHQGLQJ KDV VORZHG� SULYDWH KHDOWK LQVXUDQFH
FXPXODWLYH JURZWK LQ SHU HQUROOHH VSHQGLQJ LV RYHU ���� DV FRPSDUHG WR KDOI WKDW
UDWH �MXVW RYHU ���� IRU 0HGLFDUH����

'XULQJ WKLV VDPH SHULRG� KHDOWK FDUH SURYLGHUV²LQFOXGLQJ KRVSLWDOV DQG
SK\VLFLDQV²KDYH PHUJHG DQG EHFRPH LQFUHDVLQJO\ FRQVROLGDWHG���� $V D UHVXOW� LQ
PDQ\ DUHDV RI WKH FRXQWU\ SURYLGHUV KDYH EHHQ DEOH WR GHPDQG KLJKHU SULFHV IRU
FDUH ZLWK OLWWOH HIIHFWLYH UHVLVWDQFH IURP SULYDWH LQVXUHUV DQG HPSOR\HUV DJDLQVW
WKHVH GHPDQGV���� (YHQ ZKHQ $PD]RQ� %HUNVKLUH +DWKDZD\� DQG -30RUJDQ &KDVH
MRLQHG WRJHWKHU WR DWWHPSW WR ZLHOG WKHLU FROOHFWLYH SRZHU WR LPSURYH HPSOR\HU�
SURYLGHG KHDOWK FDUH� WKH\ IRXQG WKDW WKH\ ODFNHG WKH PDUNHW SRZHU WR QHJRWLDWH
SULFHV GRZQ���� /DUJH LQVXUHUV JHQHUDOO\ FDQQRW DQG GR QRW SXVK EDFN RQ SURYLGHUV
LQ PDUNHW�EDVHG QHJRWLDWLRQV� ,Q VRPH FDVHV WKH\ ODFN WKH DELOLW\ WR GR VR LQ WKH
IDFH RI SURYLGHU FRQVROLGDWLRQ� DQG� LQ RWKHUV� WKH\ ODFN WKH LQFHQWLYH WR ILQG WKH
HGJH RI QHJRWLDWLRQV ZKHQ WKH\ FDQ SDVV SULFH LQFUHDVHV RII RQWR HPSOR\HUV �DQG
HYHQWXDOO\ HPSOR\HHV����� :KHQ LQVXUHUV GR SXVK EDFN� SURYLGHUV VWLOO RIWHQ KDYH
WKH XSSHU KDQG ZKHQ WKH\ DUH FULWLFDO WR D ORFDO QHWZRUN� DV LQ WKH FDVH RI ³PXVW�

��� (ULF /RSH] HW DO�� +RZ 0XFK 0RUH 7KDQ 0HGLFDUH 'R 3ULYDWH ,QVXUHUV 3D\" $ 5HYLHZ RI
WKH /LWHUDWXUH� .$,6(5 )$0� )281'� �$SU� ��� ������ KWWSV���ZZZ�NII�RUJ�PHGLFDUH�LVVXH�EULHI�KRZ�
PXFK�PRUH�WKDQ�PHGLFDUH�GR�SULYDWH�LQVXUHUV�SD\�D�UHYLHZ�RI�WKH�OLWHUDWXUH��

��� 5DEDK .DPDO HW DO�� +RZ KDV 8�6� 6SHQGLQJ RQ +HDOWKFDUH &KDQJHG 2YHU 7LPH"�
3(7(5621�.))� +($/7+ 6<67(0 75$&.(5 �'HF� ��� ������
KWWSV���ZZZ�KHDOWKV\VWHPWUDFNHU�RUJ�FKDUW�FROOHFWLRQ�X�V�VSHQGLQJ�KHDOWKFDUH�FKDQJHG�WLPH��

��� ,G�
��� ,G�
��� ([DPLQLQJ WKH ,PSDFW RI +HDOWK &DUH &RQVROLGDWLRQ� +HDULQJ %HIRUH WKH 6XEFRPP� RQ

2YHUVLJKW DQG ,QYHVWLJDWLRQ RI WKH +� &RPP� RQ (QHUJ\ DQG &RPPHUFH� ���WK &RQJ� ��� ������
�VWDWHPHQW RI 0DUWLQ *D\QRU� (�-� %DURQH 8QLY� 3URIHVVRU RI (FRQ� DQG +HDOWK 3RO¶\� +HLQ] &ROOHJH�
&DUQHJLH 0HOORQ 8QLY�� >KHUHLQDIWHU *D\QRU 6WDWHPHQW@�

��� ,G�
��� 6HEDVWLDQ +HUUHUD 	 'DYLG %HQRLW� :K\ WKH $PD]RQ� -30RUJDQ� %HUNVKLUH 9HQWXUH

&ROODSVHG� µ+HDOWK &DUH :DV 7RR %LJ D 3UREOHP�¶ :$// 67� -� �-DQ� �� ����� �³'HVSLWH $PD]RQ�
-30RUJDQ DQG %HUNVKLUH¶V FROOHFWLYH VL]H� WKH\ ODFNHG VFDOH WR JDUQHU HQRXJK QHJRWLDWLQJ SRZHU ZLWK
FDUH SURYLGHUV�´��

��� *D\QRU 6WDWHPHQW� VXSUD QRWH ��� DW ��
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KDYH´ KRVSLWDOV RU ODUJH LQWHJUDWHG QHWZRUNV RI KRVSLWDOV DQG SK\VLFLDQV����
0HGLFDUH� KRZHYHU� SUHVHUYHV D ODUJH� XQUHVWULFWHG QHWZRUN RI SURYLGHUV

GHVSLWH ORZHU UHLPEXUVHPHQW UDWHV� ,W GRHV VR LQ SDUW EHFDXVH RI LWV VFDOH� ZKLFK
WUDQVODWHV WR YROXPH EHQHILWV WR SURYLGHUV DQG PDNHV LW GLIILFXOW IRU ODUJH SURYLGHUV
DQG KRVSLWDOV WR UHIXVH WR DFFHSW 0HGLFDUH SDWLHQWV� ,W DOVR GRHV VR E\ SD\LQJ UDWHV
WKDW PDNH 0HGLFDUH UHLPEXUVHPHQW DFFHSWDEOH IRU PDQ\ SURYLGHUV� DQG QRW MXVW
ZKHQ VXEVLGL]HG E\ SULYDWHO\ LQVXUHG SDWLHQWV� (IILFLHQW KRVSLWDOV ZHUH DEOH� XQWLO
UHFHQWO\� WR EUHDN HYHQ EDVHG RQ 0HGLFDUH UHLPEXUVHPHQW UDWHV����

$ SXEOLF RSWLRQ WKDW XVHV 0HGLFDUH¶V UDWHV DV D VWDUWLQJ SRLQW ZRXOG
VXEVWDQWLDOO\ UHGXFH SULFHV SDLG IRU KHDOWK FDUH� ,Q DGGLWLRQ� D SXEOLF RSWLRQ FDQ
SURYLGH EHQHILWV DW ORZHU DGPLQLVWUDWLYH FRVWV FRPSDUHG WR FXUUHQW HPSOR\HU SODQV
GXH WR HFRQRPLHV RI VFDOH DQG VLPSOLILFDWLRQ� 7KLV PHDQV WKDW HYHQ LI EHQHILFLDULHV
XVHG WKH VDPH DPRXQW RI FDUH DV WKH\ GR WRGD\� WKH WRWDO FRVW ZRXOG EH FRQVLGHUDEO\
OHVV�

$ SXEOLF RSWLRQ FDQ DFKLHYH FRVW VDYLQJV ZKLOH SUHVHUYLQJ D ODUJH SURYLGHU
QHWZRUN E\ W\LQJ SDUWLFLSDWLRQ LQ 0HGLFDUH WR SDUWLFLSDWLRQ LQ WKH SXEOLF RSWLRQ� ,W
ZRXOG EH QHFHVVDU\ WR VHW UDWHV FDUHIXOO\ WR HQVXUH WRWDO UHLPEXUVHPHQW LV VXIILFLHQW
IRU SDUWLFLSDWLQJ SURYLGHUV �ZH GLVFXVV IXUWKHU EHORZ WKLV GHOLFDWH WDVN�� )RU
HPSOR\HUV DQG HPSOR\HHV� DQ HPSOR\HU SXEOLF RSWLRQ WKXV RIIHUV WKH SRVVLELOLW\ RI
ORZHU KHDOWK FDUH FRVWV GHOLYHUHG E\� LQ PDQ\ FDVHV� D OHVV UHVWULFWHG QHWZRUN RI
SURYLGHUV WKDQ LV DYDLODEOH XQGHU WKH VWDWXV TXR�

6DYLQJV VKRXOG� DW OHDVW LQ WKHRU\� WUDQVODWH LQWR ZDJH JURZWK DQG LQFUHDVHG
HPSOR\PHQW� VLQFH ZH NQRZ WKDW ULVLQJ KHDOWK FDUH FRVWV KDYH GRQH WKH LQYHUVH����
'HVSLWH HFRQRPLF JURZWK� ZDJHV KDYH VWDJQDWHG VLQFH WKH ����V DQG PDQ\
DWWULEXWH WKDW VWDJQDWLRQ LQ SDUW WR KHDOWK FDUH FRVW JURZWK WKDW KDV ZHOO H[FHHGHG
LQIODWLRQ���� &XUELQJ KHDOWK FDUH FRVW JURZWK WKURXJK DQ HPSOR\HU SXEOLF RSWLRQ

��� 6HH� H�J�� 5REHUW $ %HUHQVRQ HW DO�� 8QFKHFNHG 3URYLGHU &ORXW ,Q &DOLIRUQLD )RUHVKDGRZV
&KDOOHQJHV 7R +HDOWK 5HIRUP� �� +($/7+ $))6� ���� ��� ������ �³µ0XVW�KDYH¶ KRVSLWDOV� E\
GHILQLWLRQ� KDYH PDUNHW OHYHUDJH RYHU KHDOWK SODQV� EHFDXVH SODQV FDQQRW SODXVLEO\ WKUHDWHQ WR H[FOXGH
WKHP�´��

��� ,G�
��� .DWKHULQH %DLFNHU 	 $PLWDEK &KDQGUD� 7KH /DERU 0DUNHW (IIHFWV RI 5LVLQJ +HDOWK

,QVXUDQFH 3UHPLXPV� �� -� /$%� (&21� ��� ������� 7KHUH DUH QR JXDUDQWHHV� RI FRXUVH� WKDW FRVW
VDYLQJV ZLOO UHDFK ZRUNHUV¶ SRFNHWV� HVSHFLDOO\ LQ LQGXVWULHV ZKHUH WKH EDODQFH RI SRZHU EHWZHHQ
ODERU DQG HPSOR\HUV KDV EHFRPH ORSVLGHG� (YHQWXDOO\ DV 0HGLFDUH FRYHUV PRUH RU PRVW RI WKH
SRSXODWLRQ� ZH ZRXOG KRSH WKDW ZRUNHUV H[SHULHQFH DQ LQFUHDVH LQ ZDJHV� EXW WKHVH RIIVHWV DUH
GLIILFXOW WR H[SODLQ WR WKH SXEOLF DQG QRW JXDUDQWHHG� ZKLFK PDNH WKH LGHD RI 0HGLFDUH IRU $OO PRUH
FKDOOHQJLQJ SROLWLFDOO\� 6RPH H[SHUWV SURSRVH DWWHPSWLQJ WR OHJLVODWH WKH UHWXUQ RI VXFK VDYLQJV LQWR
ZRUNHUV SRFNHWV� EXW JXDUDQWHHLQJ WKH\ UHPDLQ WKHUH LQ WKH ORQJ�UXQ HTXLOLEULXP ZRXOG EH GLIILFXOW�
6HH (PPDQXHO 6DH] 	 *DEULHO =XFPDQ�:H &DQ $IIRUG 0HGLFDUH )RU $OO� 32/,7,&2 �1RY� ��� ������
KWWSV���ZZZ�SROLWLFR�FRP�QHZV�DJHQGD������������DJHQGD�FDQ�ZH�DIIRUG�PHGLFDUH�IRU�DOO�
�������

��� 0DUN -� :DUVKDZVN\ 	 $QGUHZ *� %LJJV� ,QFRPH ,QHTXDOLW\ DQG 5LVNLQJ +HDOWK�&DUH
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FRXOG KHOS DPHOLRUDWH ZDJH VWDJQDWLRQ�

E� ([SDQGHG &RYHUDJH� (VSHFLDOO\ IRU /RZ�:DJH :RUNHUV

$Q HPSOR\HU SXEOLF RSWLRQ DOVR SUHVHQWV DQ RSSRUWXQLW\ WR H[SDQG MRE�EDVHG
FRYHUDJH WR WKH FXUUHQWO\ XQLQVXUHG� WKURXJK D FRPELQDWLRQ RI ORZHULQJ SUHPLXPV
DQG LQFRUSRUDWLQJ $&$�VW\OH VXEVLGLHV IRU ORZ� DQG PRGHUDWH�LQFRPH KRXVHKROGV�
PDQ\ RI ZKRP DUH XQLQVXUHG�

$VVXPLQJ WKH SODQ GHOLYHUV ORZHU UHLPEXUVHPHQW UDWHV DQG DGPLQLVWUDWLYH
H[SHQVHV� WKH UHVXOWLQJ ORZHU SUHPLXPV VKRXOG UHVXOW LQ PRUH HPSOR\HHV HOHFWLQJ
RIIHUHG FRYHUDJH���� 7KHUH DUH FXUUHQWO\ �� PLOOLRQ HPSOR\HHV ZKR HLWKHU DUH QRW
RIIHUHG FRYHUDJH E\ WKHLU RZQ ILUPV RU DUH RIIHUHG DQG GHFOLQH FRYHUDJH���� ,Q
����� RQO\ ����� RI HPSOR\HHV DW ODUJH ILUPV HQUROOHG LQ (6,���� 5RXJKO\ ��� RI
HPSOR\HHV ZHUH LQHOLJLEOH IRU (6, EHFDXVH RI ZDLWLQJ SHULRGV RU SDUW�WLPH RU
WHPSRUDU\ ZRUN VWDWXV���� 2I WKRVH HOLJLEOH IRU LQVXUDQFH� RQO\ ��� HOHFWHG WR
SXUFKDVH LW���� 0DQ\ RI WKRVH GHFOLQLQJ WR WDNH XS (6, RIIHUV OLNHO\ GLG VR EHFDXVH
WKH\ REWDLQHG FRYHUDJH HOVHZKHUH �XQGHU WKH KHDOWK SODQ RI DQRWKHU IDPLO\ PHPEHU
RU WKURXJK SXEOLF SURJUDPV OLNH 0HGLFDLG�� EXW VRPH QR GRXEW WXUQHG GRZQ WKH
FRYHUDJH EHFDXVH RI WKH FRVW RI WKHLU UHTXLUHG FRQWULEXWLRQ WRZDUG LW����

$FFRUGLQJ WR UHVHDUFK E\ WKH &RPPRQZHDOWK )XQG� WKH FRPSRVLWLRQ RI
XQLQVXUHG $PHULFDQV KDV VKLIWHG GUDPDWLFDOO\ VLQFH ���� VR WKDW D ODUJHU SRUWLRQ
DUH QRZ ZRUNLQJ XQLQVXUHG���� %DFN ZKHQ WKH $&$ ZDV HQDFWHG� ��� RI ZRUNLQJ�
DJH XQLQVXUHG $PHULFDQV ZHUH XQHPSOR\HG� %\ ����� RQO\ ��� RI WKH ZRUNLQJ�
DJH XQLQVXUHG ZHUH XQHPSOR\HG� &RQYHUVHO\� RYHU ��� ZHUH HPSOR\HG� 7KH VKDUH

&RVWV� :$// 67� -� �2FW� �� ������ KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�PDUN�ZDUVKDZVN\�DQG�DQGUHZ�
ELJJV�LQFRPH�LQHTXDOLW\�DQG�ULVLQJ�KHDOWK�FDUH�FRVWV������������

��� 6HH� H�J�� 3KLOLS )� &RRSHU 	 -HVVLFD 9LVWQHV�:RUNHUV¶ 'HFLVLRQ WR 7DNH�8S 2IIHUHG +HDOWK
,QVXUDQFH &RYHUDJH� $VVHVVLQJ WKH ,PSRUWDQFH RI 2XW�RI�3RFNHW 3UHPLXP &RVWV� �� 0('� &$5( ,,,�
�� ������ �ILQGLQJ WKDW UHGXFLQJ HPSOR\HH FRQWULEXWLRQV IRU KHDOWK LQVXUDQFH FRYHUDJH ZLOO LQFUHDVH
WDNH�XS UDWHV��

��� .)) (PSOR\HU +HDOWK %HQHILWV ����� VXSUD QRWH ��� DW ���
��� ���� 0(36 '$7$� VXSUD QRWH ���
��� .)) (PSOR\HU +HDOWK %HQHILWV ����� VXSUD QRWH ��� DW ���
��� ,G�
��� 6HH� H�J�� 'DYLG 0� &XWOHU� (PSOR\HH &RVWV DQG WKH 'HFOLQH LQ +HDOWK ,QVXUDQFH &RYHUDJH�

� )� )25+($/7+ (&21�	32/¶< �� ������ �LOOXVWUDWLQJ WKH UHODWLRQVKLS EHWZHHQ LQFUHDVHG HPSOR\HH
KHDOWK LQVXUDQFH FRVWV DQG D GHFOLQH LQ HPSOR\HH HQUROOPHQW LQ KHDOWK LQVXUDQFH�� 0LFKDHO &KHUQHZ
HW DO�� ,QFUHDVLQJ +HDOWK ,QVXUDQFH &RVWV DQG WKH 'HFOLQH LQ ,QVXUDQFH &RYHUDJH� �� +($/7+ 6(596�
56&+� ���� ������ �ILQGLQJ WKDW PRUH WKDQ KDOI RI WKH GHFOLQH LQ KHDOWK LQVXUDQFH FRYHUDJH UDWHV
GXULQJ WKH VWXG\ SHULRG ZDV DWWULEXWDEOH WR DQ LQFUHDVH LQ KHDOWK LQVXUDQFH SUHPLXPV��

��� 0XQLUD =� *XQMD 	 6DUDK 5� &ROOLQV�:KR $UH WKH 5HPDLQLQJ 8QLQVXUHG� DQG :K\ 'R 7KH\
/DFN &RYHUDJH"� &20021:($/7+ )81' �� �$XJ� ������
KWWSV���ZZZ�FRPPRQZHDOWKIXQG�RUJ�VLWHV�GHIDXOW�ILOHV������
���*XQMDBZKRBDUHBUHPDLQLQJBXQLQVXUHGBVE�SGI�
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RI WKH XQLQVXUHG ZKR ZRUN IXOO�WLPH KDV LQFUHDVHG IURP ��� LQ ���� WR ��� LQ
����� ZKLOH WKH VKDUH RI WKRVH ZKR ZRUN SDUW�WLPH VWD\HG FRQVWDQW DW ��� GXULQJ
WKLV SHULRG� :KLOH PRUH ZRUN QHHGV WR EH GRQH WR XQGHUVWDQG H[DFWO\ ZKR DUH WKH
ZRUNLQJ XQLQVXUHG� WKH VWXGLHV RI 0HGLFDLG�HOLJLEOH ZRUNHUV RIIHU HYLGHQFH RI WKH
ODERU DWWULEXWHV RI ORZ�ZDJH ZRUNHUV ZLWKRXW HPSOR\HU FRYHUDJH� 1HDUO\ KDOI RI
WKLV SRSXODWLRQ ZRUN DW ILUPV ZLWK PRUH WKDQ ��� HPSOR\HHV���� ZLWK KHDY\
FRQFHQWUDWLRQV LQ WKH VHUYLFH VHFWRU DQG DJULFXOWXUH����

,Q DGGLWLRQ WR EROVWHULQJ DIIRUGDELOLW\ E\ UHGXFLQJ SODQ FRVW� LW ZRXOG EH
UHODWLYHO\ VWUDLJKWIRUZDUG WR LQWHJUDWH $&$�VW\OH VXEVLGLHV IRU ORZ�ZDJH ZRUNHUV
LQWR D JRYHUQPHQW�DGPLQLVWHUHG SXEOLF RSWLRQ� 8QGHU WKH FXUUHQW V\VWHP�
HPSOR\HHV ZKR DUH RIIHUHG ZKDW WKH $&$ KDV GHILQHG DV DIIRUGDEOH DQG DGHTXDWH
HPSOR\HU FRYHUDJH DUH LQHOLJLEOH IRU WKH SUHPLXP WD[ FUHGLWV WKDW DUH DYDLODEOH WR
VXEVLGL]H LQGLYLGXDO FRYHUDJH RQ LWV 0DUNHWSODFH� HYHQ LI WKHLU HPSOR\HU FRYHUDJH
LV OHVV DIIRUGDEOH WKDQ VXEVLGL]HG LQGLYLGXDO FRYHUDJH���� $Q HPSOR\HU SXEOLF
RSWLRQ RIIHUV DQ DWWUDFWLYH PHFKDQLVP WR HTXDOL]H VXEVLGLHV EHWZHHQ HPSOR\HU DQG
LQGLYLGXDO FRYHUDJH� OLNHO\ LQFUHDVLQJ WKH WDNH XS RI MRE�EDVHG FRYHUDJH E\ ORZ�
ZDJH DQG SDUW�WLPH ZRUNHUV� 7KLV DSSURDFK� ZKLFK ZH GHWDLO IXUWKHU LQ WKH QH[W
SDUW� FRXOG LPSURYH WKH HTXLW\ RI KHDOWK FRYHUDJH DPRQJ ZRUNHUV� UHJDUGOHVV RI
LQFRPH RU ZRUN KRXUV�

F� $GGUHVVLQJ &KXUQ DQG 3RUWDELOLW\

$Q HPSOR\HU SXEOLF RSWLRQ� SDUWLFXODUO\ LI ZLGHO\ DGRSWHG� FRXOG DOVR KHOS
DGGUHVV RWKHU SUREOHPV FDXVHG E\ UHO\LQJ RQ HPSOR\HUV IRU KHDOWK EHQHILWV� VXFK
DV FKXUQ EHWZHHQ HPSOR\HU�SURYLGHG FRYHUDJH DQG 0HGLFDLG� DQG WKH FDUH
GLVUXSWLRQV WKDW RIWHQ RFFXU ZKHQ LQGLYLGXDOV VZLWFK HPSOR\PHQW RU ORVH MREV�
5DWKHU WKDQ IDOOLQJ RXW RI SULYDWH LQVXUDQFH FRYHUDJH DV WKH\ GR WRGD\� ZRUNHUV
FRYHUHG E\ D SXEOLF RSWLRQ FRXOG PRUH HDVLO\ DQG VHDPOHVVO\ UHWDLQ WKHLU KHDOWK
FDUH FRYHUDJH LI WKH\ EHFRPH XQHPSOR\HG RU PRYH EHWZHHQ MREV�

)RU H[DPSOH� LI DQ HPSOR\HU SXEOLF RSWLRQ ZHUH RIIHUHG DORQJVLGH DQ
LQGLYLGXDO SXEOLF RSWLRQ� DQ LQGLYLGXDO ZKR ORVHV HPSOR\HU�SURYLGHG FRYHUDJH
FRXOG VHDPOHVVO\ VZLWFK WR LQGLYLGXDO FRYHUDJH DW VXEVLGL]HG UDWHV� LI DSSOLFDEOH�
6LPLODUO\� DQ HPSOR\HU SXEOLF RSWLRQ FRXOG EH GHVLJQHG WR DOORZ ORZ�LQFRPH
LQGLYLGXDOV WR UHWDLQ WKHLU HPSOR\HU�SURYLGHG FRYHUDJH HYHQ ZKHQ WKHLU LQFRPH

��� 7+( .$,6(5 &200,66,21 21 0(',&$,' $1' 7+( 81,1685('� .$,6(5 )$0� )281'�� $5(
81,1685(' $'8/76 :+2 &28/' *$,1 0(',&$,' &29(5$*( :25.,1*" � �)HE� ������
KWWS���ILOHV�NII�RUJ�DWWDFKPHQW�IDFW�VKHHW�DUH�XQLQVXUHG�DGXOWV�ZKR�FRXOG�JDLQ�PHGLFDLG�FRYHUDJH�
ZRUNLQJ�

��� ,G�� -HQQLIHU 7ROEHUW� :KDW ,VVXHV :LOO 8QLQVXUHG 3HRSOH )DFH ZLWK 7HVWLQJ DQG 7UHDWPHQW
IRU &29,'���"� .$,6(5 )$0� )281'� �0DU� ��� ������ KWWSV���ZZZ�NII�RUJ�XQLQVXUHG�IDFW�
VKHHW�ZKDW�LVVXHV�ZLOO�XQLQVXUHG�SHRSOH�IDFH�ZLWK�WHVWLQJ�DQG�WUHDWPHQW�IRU�FRYLG�����

��� 6HH LQIUD 6HFWLRQ ,,�%��� IRU PRUH GHWDLOV RQ VXEVLG\ GHVLJQ�
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GLSV WR 0HGLFDLG�HOLJLELOLW\ OHYHOV� $QG LI HQRXJK HPSOR\HUV GHFLGH WR SDUWLFLSDWH�
RYHU WLPH� ZRUNHUV FDQ FKDQJH MREV ZKLOH UHWDLQLQJ WKH VDPH KHDOWK SODQ DQG
SURYLGHUV� ZKLFK ZRXOG UHGXFH MRE ORFN� WKH WHQGHQF\ WR VWD\ LQ D MRE WR UHWDLQ
KHDOWK EHQHILWV� $ ZHOO�VWUXFWXUHG HPSOR\HU SXEOLF RSWLRQ ZRXOG WKXV UHGXFH FRVWV
DQG LQHIILFLHQFLHV WKDW LQHYLWDEO\ RFFXU ZKHQ LQGLYLGXDOV PXVW VZLWFK FRYHUDJH
ZKHQ FKDQJLQJ MREV� :H GLVFXVV DOO RI WKHVH SRLQWV LQ JUHDWHU GHWDLO EHORZ�

�� $ELOLW\ WR 7HVW 7UDQVLWLRQ WR D 6LQJOH�3D\HU 6\VWHP

2QH RI WKH PRVW VLJQLILFDQW EHQHILWV RIIHUHG E\ DQ HPSOR\HU SXEOLF RSWLRQ LV
WKH DELOLW\ WR HQUROO D ODUJH QXPEHU RI \RXQJHU SDUWLFLSDQWV LQWR D SXEOLF 0HGLFDUH�
EDVHG SODQ WR WHVW WKH WUDQVLWLRQ WRZDUG D VLQJOH�SD\HU V\VWHP���� ,I MXVW D VPDOO
QXPEHU RI PDMRU HPSOR\HUV HOHFWHG WR SDUWLFLSDWH� KXQGUHGV RI WKRXVDQGV RI
KRXVHKROGV ZRXOG WUDQVLWLRQ WR WKH SXEOLF RSWLRQ� SURYLGLQJ D PHDQLQJIXO
RSSRUWXQLW\ WR WHVW WKH IHDVLELOLW\ RI H[SDQGLQJ WR PRUH SRSXODWLRQV RYHU WLPH� ,W
ZRXOG DOVR DOORZ UHILQHPHQW LQ FRRSHUDWLRQ ZLWK VRSKLVWLFDWHG SULYDWH LQGXVWU\
SDUWQHUV� ,I VHYHUDO PDMRU HPSOR\HUV PDNH WKH OHDS DQG LW ZRUNV� LW PLJKW SHUVXDGH
RWKHUV WKDW WKH EHQHILWV RI WKHLU VLORHG SULYDWH SODQV DUH QRW ZRUWK PDLQWDLQLQJ�

,PSRUWDQWO\� LW ZRXOG SURYLGH UHJXODWRUV DFFHVV WR GDWD QHHGHG IRU ODUJH�VFDOH
UHIRUPV� 5LJKW QRZ� PRVW RI WKH GDWD RQ HPSOR\HU KHDOWK SODQV� LQFOXGLQJ RQ
XWLOL]DWLRQ� LV QRW WUDQVSDUHQW� 7KURXJK DQ HPSOR\HU SXEOLF RSWLRQ� UHJXODWRUV FRXOG
KDYH DFFHVV WR WKDW GDWD� ZKLFK ZRXOG KHOS LQIRUP ILQH WXQLQJ WKH SXEOLF RSWLRQ
DQG DOVR EURDGHU DQDO\VHV DQG UHIRUPV WKDW UHTXLUH XQGHUVWDQGLQJ DQG WUDFNLQJ
KHDOWK FDUH XVH RYHU WLPH�

�� )LVFDO DQG 3ROLWLFDO $GYDQWDJHV

,Q 3DUW ,,, EHORZ� ZH GHVFULEH LQ GHWDLO WKH ILVFDO EHQHILWV RI WKLV DSSURDFK WR
H[SDQGLQJ SXEOLF FRYHUDJH WR D ZRUNLQJ�DJH SRSXODWLRQ� $ PDMRU VWXPEOLQJ EORFN
WR H[SDQGLQJ SXEOLF FRYHUDJH LV W\SLFDOO\ WKH QHHG IRU QHZ WD[HV WR RIIVHW WKH ORVV
RI HPSOR\HU FRQWULEXWLRQV DQG PRVW LGHDV� LQFOXGLQJ 0HGLFDUH IRU $OO� GR QRW RIIHU
D VWUDLJKWIRUZDUG ZD\ WR UHWDLQ WKRVH FRQWULEXWLRQV�

,Q FRQWUDVW� EHFDXVH DQ HPSOR\HU SXEOLF RSWLRQ GRHV QRW IXOO\ GLVORGJH EHQHILWV
IURP WKH ZRUNSODFH� LW LV HDVLHU WR UHWDLQ FXUUHQW HPSOR\HU DQG HPSOR\HH
FRQWULEXWLRQV� 7KHVH FRQWULEXWLRQV ZRXOG� LQ WXUQ� ILQDQFH D VLJQLILFDQW VKDUH RI WKH
FRVW RI SXEOLF FRYHUDJH HVSHFLDOO\ FRQVLGHULQJ WKH FRVW VDYLQJ WKDW ZRXOG UHVXOW
IURP VKLIWLQJ IURP SULYDWH SODQ UHLPEXUVHPHQW UDWHV WR RQHV EDVHG RQ 0HGLFDUH

��� /,1'$ -� %/80%(5* (7 $/�� (67,0$7,1* 7+( ,03$&7 2) $ 38%/,& 237,21 25 &$33,1*
3529,'(5 3$<0(17 5$7(6 YLLL±L[ �0DU� ������
KWWSV���ZZZ�XUEDQ�RUJ�VLWHV�GHIDXOW�ILOHV������������HVWLPDWLQJ�WKH�LPSDFW�RI�D�SXEOLF�RSWLRQ�RU�
FDSSLQJ�SURYLGHU�SD\PHQW�UDWHV�SGI�
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UDWHV� $V D UHVXOW� WKH DPRXQW WKDW ZRXOG QHHG WR EH ILQDQFHG WKURXJK QHZ WD[HV
ZRXOG EH VLJQLILFDQWO\ ORZHU WKDQ XQGHU RWKHU UHIRUP SURSRVDOV�

%� 'HVLJQ )HDWXUHV RI DQ (PSOR\HU 3XEOLF 2SWLRQ

)RU DQ HPSOR\HU SXEOLF RSWLRQ WR EH VXFFHVVIXO²ERWK LQ WHUPV RI SURYLGLQJ
YDOXDEOH FRYHUDJH WR HPSOR\HHV DQG IDFLOLWDWLQJ VWUXFWXUDO UHIRUP²LW PXVW EH
FDUHIXOO\ GHVLJQHG WR DSSHDO WR HPSOR\HUV DQG HPSOR\HHV RQ GLPHQVLRQV OLNH
FRYHUHG EHQHILWV DQG SURYLGHU QHWZRUN ZKLOH DOVR FRQWUROOLQJ FRVWV� 7KH GHVLJQ
GHWDLOV ZLOO� RI FRXUVH� GHWHUPLQH SROLWLFDO IHDVLELOLW\ DQG ZKHWKHU HPSOR\HUV�
HVSHFLDOO\ ODUJH HPSOR\HUV� ZLOO WUDGH FXUUHQW SULYDWH FRYHUDJH IRU D SXEOLF
DOWHUQDWLYH�

7KLV 6HFWLRQ H[SORUHV WKH NH\ GHVLJQ IHDWXUHV WKDW ZLOO EH QHFHVVDU\ WR
QDYLJDWH FDUHIXOO\� $OWKRXJK ZH GR QRW LQWHQG WR VROYH WKHVH GHWDLOV SHUIHFWO\ KHUH�
ZH PHQWLRQ VHYHUDO WKDW ZH WKLQN DUH WKH PRVW LPSRUWDQW DQG H[SODLQ WKHLU
VLJQLILFDQFH� :H DOVR GHVFULEH KRZ ZH ZRXOG DSSURDFK WKHVH GHVLJQ FKRLFHV�
UHFRJQL]LQJ WKDW VRPH UHDGHUV PLJKW KDYH GLIIHUHQW SUHIHUHQFHV� EXW SURFHHGLQJ
XQGHU WKH DVVXPSWLRQ WKDW WKHUH LV YDOXH LQ VHWWLQJ IRUWK D FRQFUHWH SURSRVDO� $V
H[SODLQHG EHORZ� DVSHFWV RI RXU SURSRVDO ZRXOG ZRUN EHWWHU LI LPSOHPHQWHG
DORQJVLGH DQ LQGLYLGXDO SXEOLF RSWLRQ VROG WKURXJK $&$ H[FKDQJHV� EXW RQH FRXOG
DOVR HQYLVLRQ WKH SURSRVDO DV SURYLGLQJ D SXEOLF RSWLRQ H[FOXVLYHO\ IRU HPSOR\HUV�

�� 9ROXQWDU\ (PSOR\HU $GRSWLRQ

&ULWLFDOO\� WKHUH ZRXOG EH QR PDQGDWRU\ FKDQJH LQ HPSOR\HU KHDOWK FDUH SODQV�
ZKLFK KDV EHHQ D SROLWLFDO VWXPEOLQJ EORFN IRU 0HGLFDUH IRU $OO� 3DUWLFLSDWLRQ
ZRXOG EH HQWLUHO\ YROXQWDU\ RQ WKH SDUW RI HPSOR\HUV DQG ZRXOG EH VXEMHFW WR WKH
VDPH ODERU PDUNHW SUHVVXUHV WKDW FXUUHQWO\ LQIRUP WKHLU KHDOWK SODQ GHFLVLRQ�
PDNLQJ� /DUJH HPSOR\HUV DUH DPRQJ WKH PRVW VRSKLVWLFDWHG KHDOWK ILQDQFH
GHFLVLRQ�PDNHUV LQ RXU FXUUHQW V\VWHP DQG ZRXOG KRSHIXOO\ VPDUWO\ DVVHVV WKH
EHQHILWV RI WKH SXEOLF RSWLRQ RYHU WKHLU SULYDWH SODQV����

0DQ\ LQGLYLGXDOV ZRXOG EH PRUH UHFHSWLYH WR D SXEOLF RSWLRQ LI VHOHFWHG DQG
RIIHUHG E\ WKHLU HPSOR\HUV WKDQ LI LPSRVHG RQ WKHP E\ WKH JRYHUQPHQW²DOWKRXJK
ZH GR QRW ZDQW WR LPSO\ WKDW LW ZRXOG EH FRPSOHWHO\ VPRRWK VDLOLQJ VLQFH VRPH

��� 2I FRXUVH� HPSOR\HUV GR QRW DOZD\V JHW LW ULJKW� 6RPH RI WKH EHVW UHVHDUFK LOOXPLQLQJ KRZ
HPSOR\HHV PDNH SRRU FKRLFHV ZDV PDGH SRVVLEOH E\ WKHLU HPSOR\HUV RIIHULQJ ZKDW DUH FDOOHG
³GRPLQDWHG´ KHDOWK SODQV� 7KHVH SODQV DUH ZRUVH WKDQ DQ DOWHUQDWLYH RSWLRQ IRU DOO SRVVLEOH HQUROOHHV
LQ DOO SRVVLEOH VFHQDULRV� 1R HPSOR\HH VKRXOG FKRRVH VXFK SODQV DQG QR ZLVH HPSOR\HU VKRXOG KDYH
LW RQ WKH PHQX RI RSWLRQV� 2QH RI WKH PRVW ZHOO�NQRZQ RI WKHVH VWXGLHV ZDV FRQGXFWHG DW 8QLYHUVLW\
RI 0LFKLJDQ� ZKLFK RQH PLJKW WKLQN ZRXOG KDYH D VRSKLVWLFDWHG +5 GHSDUWPHQW� 6LQDLNR 	 +LUWK�
VXSUD QRWH ��� %XW FRPSDUHG WR LQGLYLGXDOV QDYLJDWLQJ RSWLRQV� PDQ\ HPSOR\HUV� HVSHFLDOO\ ODUJH
RQHV� VKRXOG EH DEOH WR LGHQWLI\ D SXEOLF RSWLRQ WKDW LV EHWWHU WKDQ ZKDW WKH\ RIIHU SULYDWHO\�
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ZRUNHUV ZKR FXUUHQWO\ KDYH VHYHUDO SULYDWH SODQ RSWLRQV PLJKW ORVH WKDW PHQX LI
WKHLU HPSOR\HU SLYRWV WR WKH SXEOLF RSWLRQ� (PSOR\HHV DUH PXFK PRUH OLNHO\ WR
UHVLVW D SODQ FKDQJH WKDW WKH\ GR QRW XQGHUVWDQG� DQG KHDOWK SODQV DUH QRWRULRXVO\
GLIILFXOW IRU LQGLYLGXDOV WR XQGHUVWDQG� (PSOR\HUV FRXOG PDQDJH WKH WUDQVLWLRQ
IURP WKHLU FXUUHQW RIIHULQJ�V� WR WKH SXEOLF RSWLRQ E\ FRPPXQLFDWLQJ WKH PRVW
VDOLHQW EHQHILWV� VXFK DV EURDG SURYLGHU QHWZRUNV DQG ORZHU FRVWV� WR HPSOR\HHV�
7KH\ FRXOG RIIHU H[SODQDWLRQV RI FRPPRQ FRYHUDJH VLWXDWLRQV DQG D FRPSDULVRQ
WR WKHLU FXUUHQW HPSOR\HU SODQ RSWLRQV�

0DNLQJ HPSOR\HU DGRSWLRQ YROXQWDU\ LV FULWLFDO IRU WZR UHDVRQV� )LUVW� LW
LQVXODWHV WKH DSSURDFK IURP WKH FKDUJH RI JRYHUQPHQW RYHUUHDFK� (PSOR\HUV ZLOO
RQO\ DGRSW D SXEOLF RSWLRQ SODQ LI WKH\ FRQFOXGH WKDW LW LV LQ WKHLU EHVW LQWHUHVW DQG�
KRSHIXOO\� LQ WKH EHVW LQWHUHVW RI WKHLU HPSOR\HHV� 6HFRQG� D SXEOLF RSWLRQ IRU
HPSOR\HUV VWUXFWXUHG LQ WKLV ZD\ ZRXOG UHGXFH WKH EXGJHWDU\ LPSDFW RI H[SDQGLQJ
SXEOLF FRYHUDJH� DV FRPSDUHG ZLWK HLWKHU 0HGLFDUH IRU $OO RU HYHQ OHDGLQJ SXEOLF
RSWLRQV SURJUDPV IRFXVHG RQ LQGLYLGXDOV� :H UHYLHZ WKH EXGJHWDU\ WUHDWPHQW RI D
SXEOLF RSWLRQ IRU HPSOR\HUV LQ 3DUW ,,,� EXW� IRU FXUUHQW SXUSRVHV� LW LV VXIILFLHQW WR
QRWH WKDW� IURP D ILVFDO SHUVSHFWLYH� D YROXQWDU\ SXEOLF RSWLRQ IRU HPSOR\HUV KDV
FRQVLGHUDEOH DGYDQWDJHV RYHU RWKHU DSSURDFKHV�

�� 7DUJHW 0DUNHW

)RFXVLQJ LQLWLDOO\ RQ ILUPV ZLWK RYHU RQH WKRXVDQG HPSOR\HHV ZRXOG HQDEOH D
VPRRWK UROO�RXW WR D ODUJH QXPEHU RI SHRSOH LQ D PRUH VWUHDPOLQHG ZD\� ,W ZRXOG
DOVR DOORZ SDUWQHULQJ ZLWK D KDQGIXO RI ODUJH HPSOR\HUV WR WHVW DQG UHILQH WKH LGHD
WR GHPRQVWUDWH HIIHFWLYHQHVV DQG WR UHILQH SROLF\ GHWDLOV LQ WKH LQLWLDO \HDUV RI
LPSOHPHQWDWLRQ� EHIRUH DWWHPSWLQJ PRUH ZLGHVSUHDG LPSOHPHQWDWLRQ�

5RXJKO\ ���� PLOOLRQ RU ����� RI DOO SULYDWH VHFWRU HPSOR\HHV LQ WKH 8QLWHG
6WDWHV DUH ORFDWHG LQ WKHVH ODUJHU ILUPV���� $SSUR[LPDWHO\ WZHOYH WKRXVDQG ILUPV
KDYH PRUH WKDQ RQH WKRXVDQG HPSOR\HHV� DQ DYHUDJH RI URXJKO\ VL[ WKRXVDQG
HPSOR\HHV SHU ILUP���� %\ ZD\ RI FRQWUDVW� DFFRUGLQJ WR FHQVXV GDWD IURP �����
WKHUH DUH QHDUO\ VL[ PLOOLRQ 8�6� ILUPV ZLWK IHZHU WKDQ ILIW\ HPSOR\HHV DQG PRUH
WKDQ ILYH PLOOLRQ RI WKHVH KDYH IHZHU WKDQ WZHQW\ HPSOR\HHV� PDNLQJ LW PXFK

��� 6HH ���� 0(36 '$7$� VXSUD QRWH ���
��� 7KH 0(36 GDWD FLWHG LQ WKH SUHFHGLQJ IRRWQRWHV UHSRUWV RQ HVWDEOLVKPHQWV UDWKHU WKDQ ILUPV�

EXW %/6 GDWD LQGLFDWHV WKDW WKH QXPEHU RI ODUJH ILUPV LV RQ WKH RUGHU RI WKH WZHOYH WKRXVDQG ILJXUH
FLWHG LQ WKH WH[W� 6HH 8�6� %85($8 2) /$%25 67$7,67,&6� ',675,%87,21 2) 35,9$7( 6(&725 ),506
%< 6,=( &/$66� KWWSV���ZZZ�EOV�JRY�ZHE�FHZEG�WDEOHBJ�W[W� 7KHVH ILJXUHV DUH VXEVWDQWLDOO\
FRQVLVWHQW ZLWK PRUH FRPSUHKHQVLYH &HQVXV 'HSDUWPHQW GDWD IRU ����� ZKLFK UHSRUWV RQ ERWK ILUPV
DQG HVWDEOLVKPHQWV� 6HH 8�6� &(1686 %85($8� ���� 686% $118$/ '$7$ 7$%/(6 %<
(67$%/,6+0(17 ,1'8675< �0DU� ������ KWWSV���ZZZ�FHQVXV�JRY�GDWD�WDEOHV������HFRQ�VXVE������
VXVE�DQQXDO�KWPO�



<$/( -2851$/ 2) +($/7+ 32/,&<� /$:� $1' (7+,&6 ���� ������

���

KDUGHU WR UROO RXW WR D VLJQLILFDQW QXPEHU RI SHRSOH WKURXJK VPDOOHU ILUPV����
$QRWKHU DGYDQWDJH RI IRFXVLQJ RQ ODUJHU HPSOR\HUV LV WKDW QHDUO\ DOO WKHVH

ILUPV DOUHDG\ RIIHU KHDOWK LQVXUDQFH WR WKHLU HPSOR\HHV� OLNHO\ PDNLQJ WKHP PRUH
UHFHSWLYH WR D VROXWLRQ WKDW FRXOG LPSURYH XSRQ WKHLU VWDWXV TXR� ,PSRUWDQWO\� WKHVH
ILUPV DOUHDG\ KDYH WKH KHDOWK LQVXUDQFH H[SHUWLVH WR PDNH LQIRUPHG GHFLVLRQV LQ
WKLV DUHD� WKURXJK WKHLU RZQ KXPDQ UHVRXUFHV VWDII DQG RXWVLGH EHQHILW
FRQVXOWDQWV���� 7R WKH H[WHQW WKDW DQ HPSOR\HU SXEOLF RSWLRQ RIIHUV D VWURQJ YDOXH
SURSRVLWLRQ� ODUJH HPSOR\HUV VKRXOG EH ZHOO HTXLSSHG WR UHFRJQL]H LW�

�� ([FOXVLYLW\ 5HTXLUHPHQWV

:H VXJJHVW UHTXLULQJ HPSOR\HUV WR RSW HLWKHU WR UHWDLQ WKHLU SULYDWH SODQ�V� RU
WR PRYH DOO HPSOR\HHV WR WKH SXEOLF RSWLRQ H[FOXVLYHO\� $OWKRXJK LW ZRXOG EH
SRVVLEOH WR GR RWKHUZLVH DQG RIIHU WKH SXEOLF RSWLRQ VLGH�E\�VLGH ZLWK SULYDWH SODQ
RSWLRQV� LW ZRXOG VLJQLILFDQWO\ GLPLQLVK PDQ\ RI WKH EHQHILWV RI RXU SURSRVDO�

([FOXVLYLW\ ZRXOG PD[LPL]H HTXLW\ DQG UHGXFH FRQFHUQV WKDW HPSOR\HUV PLJKW
HQFRXUDJH� H[SOLFLWO\ RU LPSOLFLWO\� HPSOR\HHV ZLWK JUHDWHU PHGLFDO QHHGV WR
FKRRVH WKH SXEOLF RSWLRQ���� $Q H[FOXVLYLW\ UHTXLUHPHQW ZRXOG LQ WXUQ OHVVHQ WKH
QHHG IRU H[SHULHQFH�EDVHG SULFLQJ DQG VLPLODU VDIHJXDUGV WR FRXQWHUDFW VXFK
VRUWLQJ�

([FOXVLYLW\ LV QHFHVVDU\ IRU DFKLHYLQJ WKH FRVW VDYLQJV� QRWHG DERYH� DV ZHOO
DV UHGXFHG HPSOR\HU UHVSRQVLELOLW\ IRU PDQDJLQJ DQG DUUDQJLQJ KHDOWK EHQHILWV� ,I
VRPH HPSOR\HHV RSWHG IRU D SXEOLF SODQ DQG RWKHUV IRU SULYDWH� DGPLQLVWUDWLYH FRVWV
DQG LQWHUQDO KDVVOHV PLJKW LQ IDFW LQFUHDVH�

(YHQ WKRXJK HPSOR\HUV DQG HPSOR\HHV� HVSHFLDOO\ DW ODUJH ILUPV� DUH XVHG WR
D PHQX RI RSWLRQV� WKHUH LV QR HYLGHQFH WKDW HPSOR\HHV FKRRVH DPRQJ KHDOWK SODQ
RSWLRQV HIIHFWLYHO\ DQG LQ D ZD\ WKDW IHHOV PHDQLQJIXO� ,Q IDFW� WKHUH LV PXFK
HYLGHQFH WR WKH FRQWUDU\� WKDW SHRSOH DJRQL]H RYHU DQG GLVOLNH PDNLQJ KHDOWK SODQ
FKRLFHV DQG WKDW WKH\ RIWHQ IDLO WR PDNH JRRG FKRLFHV� DV GLVFXVVHG DERYH����

6RPH VWXGLHV KDYH ORRNHG VSHFLILFDOO\ DW GHFLVLRQ�PDNLQJ DPRQJ RSWLRQV RI
ZRUNSODFH FRYHUDJH� 2QH VKRZHG WKDW RYHU RQH�WKLUG RI DOO ZRUNHUV LQ WKH
8QLYHUVLW\ RI 0LFKLJDQ HPSOR\HH SODQ HQUROOHG LQ D SODQ WKDW ZDV LGHQWLFDO WR
DQRWKHU RSWLRQ LQ HYHU\ ZD\� H[FHSW WKDW LW KDG D PRUH UHVWULFWHG SURYLGHU

��� 8�6� &(1686 %85($8� VXSUD QRWH ����
��� (PSOR\HUV ZRXOG OLNHO\ FRQWLQXH WR UHO\ RQ EHQHILWV FRQVXOWDQWV DQG EURNHUV DQG VR DQ\

SROLF\ WDUJHWLQJ WKLV PDUNHW PXVW DFFRXQW IRU KRZ WR LQYROYH WKHVH SDUWLHV HIIHFWLYHO\ LQ VKDSLQJ SODQ
FKRLFHV�

��� $P\ 0RQDKDQ 	 'DQLHO 6FKZDUF]� :LOO (PSOR\HUV 8QGHUPLQH +HDOWK &DUH 5HIRUP E\
'XPSLQJ 6LFN (PSOR\HHV"� �� 9$� /� 5(9� ���� ������ ������ �GHVFULELQJ WKH ILQDQFLDO LQFHQWLYHV
HPSOR\HUV KDYH WR HQFRXUDJH KLJK�FRVW HPSOR\HHV WR VHHN FRYHUDJH RXWVLGH RI WKH HPSOR\HU¶V JURXS
KHDOWK SODQ��

��� 6HH VXSUD QRWHV ����� DQG DFFRPSDQ\LQJ WH[W�
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QHWZRUN���� $QRWKHU VWXG\ RI D ODUJH 8�6� ILUP VLPLODUO\ IRXQG WKDW D PDMRULW\ RI
HPSOR\HHV FKRVH D ³GRPLQDWHG´ RSWLRQ� ZKLFK ZDV RWKHUZLVH LGHQWLFDO WR D KLJKHU�
GHGXFWLEOH RSWLRQ �LQ WHUPV RI EHQHILWV� SURYLGHU QHWZRUN� DGPLQLVWUDWRU� HWF�� EXW
ZRXOG FRVW WKHPPRUH DW HYHU\ OHYHO RI SRVVLEOH KHDOWK FDUH XVH� DQG ZKLFK UHVXOWHG
LQ ��� H[FHVV HPSOR\HH VSHQGLQJ RQ SUHPLXPV���� /RZHU�LQFRPH HPSOR\HHV ZHUH
PRUH OLNHO\ WR VHOHFW GRPLQDWHG SODQV���� $OORZLQJ HPSOR\HUV WR RIIHU WKH SXEOLF
RSWLRQ RQ D PHQX ZRXOG VLPSO\ UHGRXEOH WKH SUREOHPV ZLWK LQGLYLGXDO�OHYHO KHDOWK
SODQ GHFLVLRQ�PDNLQJ�

$Q H[FOXVLYLW\ UHTXLUHPHQW LQVWHDG RIIHUV DQ RSSRUWXQLW\ WR UHZULWH WKH VFULSW
WKDW FKRLFH RI KHDOWK SODQ LV VR YDOXDEOH� D VFULSW SHQQHG E\ WKH LQVXUDQFH
LQGXVWU\���� :KHQ SUHVVHG� SHRSOH FDUH PRUH DERXW DFFHVV WR SURYLGHUV WKH\ NQRZ
DQG WUXVW WKDQ DFFHVV WR FKRLFH RI KHDOWK SODQV���� &RQVXPHUV DSSHDU WR KDYH
FRQIODWHG SURYLGHU FKRLFH ZLWK KHDOWK SODQ FKRLFH� RU XVHG KHDOWK SODQ FKRLFH WR
SUR[\ SURYLGHU FKRLFH���� 6LQFH WKH SXEOLF RSWLRQ ZRXOG GHOLYHU D ZLGH SURYLGHU
QHWZRUN� PRUH VR WKDQPDQ\ RI WRGD\¶V SULYDWH SODQ RSWLRQV� LW ZLOO OLNHO\ PD[LPL]H
FKRLFH RQ WKH GLPHQVLRQ WKDW SHRSOH JHQXLQHO\ YDOXH� 2YHU WLPH� WKH QRWLRQ WKDW
KDYLQJ FKRLFHV DPRQJ YDULRXV KHDOWK SODQV LV LPSRUWDQW ZLOO OLNHO\ GLVVLSDWH�

6RPH HPSOR\HUV²HVSHFLDOO\ ODUJHU HPSOR\HUV²GR� KRZHYHU� UHJDUG WKH
DELOLW\ WR SURYLGH JROG�SODWHG KHDOWK FDUH SODQV DV DQ LPSRUWDQW WRRO LQ DWWUDFWLQJ
WRS WDOHQW� 8QLRQV� DV ZHOO� PD\ REMHFW WR D VWULFW H[FOXVLYLW\ UHTXLUHPHQW DV
UHGXFLQJ WKH SRWHQWLDO GLPHQVLRQV RI QHJRWLDWLRQ IRU FROOHFWLYH EDUJDLQLQJ
DJUHHPHQWV� 2QH ZD\ WR PHHW WKHVH FRQFHUQV ZRXOG EH WR UHTXLUH HPSOR\HUV WR

��� 6LQDLNR 	 +LUWK� VXSUD QRWH ����� DW ����
��� 6DXUDEK %KDUJDYD HW DO�� &KRRVH WR /RVH� +HDOWK 3ODQ &KRLFHV )URP D 0HQX :LWK

'RPLQDWHG 2SWLRQV� ��� 4�-� (&21� ����� ������� ������ �VWXG\LQJ DQ HPSOR\HU ZKHUH HPSOR\HHV
FDQ ³EXLOG´ WKHLU RZQ SODQV E\ FKRRVLQJ IRXU FRVW VKDULQJ HOHPHQWV²GHGXFWLEOH� FRSD\PHQW�
FRLQVXUDQFH� DQG RXW�RI�SRFNHW PD[LPXP²IRU SODQV WKDW RWKHUZLVH DUH LGHQWLFDO LQ WHUPV RI� IRU
H[DPSOH� FRYHUHG EHQHILWV� SURYLGHU QHWZRUN� DQG SODQ DGPLQLVWUDWRU�� 7R LOOXVWUDWH D GRPLQDWHG SODQ�
IRU HPSOR\HHV WR ORZHU WKHLU GHGXFWLEOH IURP ����� WR ����� WKH\ KDG WR SOD\ ���� PRUH LQ SUHPLXPV
SHU \HDU� VSHQGLQJ ���� PRUH WKDQ WKH\ ZRXOG LQ DQ\ VFHQDULR XQGHU WKH ����� GHGXFWLEOH SODQ� %XW
FI� %HQMDPLQ 5� +DQGHO� $GYHUVH 6HOHFWLRQ DQG ,QHUWLD LQ +HDOWK ,QVXUDQFH 0DUNHWV� :KHQ 1XGJLQJ
+XUWV� ��� $0� (&21� 5(9� ���� ������ �VKRZLQJ WKDW LQ RQH HPSOR\HU VHWWLQJ� FRUUHFWLQJ LQHUWLD
WKDW OHDYHV SHRSOH LQ GRPLQDWHG SODQV H[DFHUEDWHV DGYHUVH VHOHFWLRQ DQG OHDGV WR DQ RYHUDOO ZHOIDUH
UHGXFWLRQ��

��� %KDUJDYD HW DO�� VXSUD QRWH ���� DW �����
��� :HQGHOO 3RWWHU� +RZ WKH +HDOWK ,QVXUDQFH ,QGXVWU\ �DQG ,� ,QYHQWHG WKH ³&KRLFH´ 7DONLQJ

3RLQW� 1�<� 7,0(6 �-DQ� ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������RSLQLRQ�KHDOWKFDUH�FKRLFH�
GHPRFUDWLF�GHEDWH�KWPO�

��� 6HH '$9,' %(776 (7 $/�� '(/2,77(� :+$7 0$77(56 0267 72 7+( +($/7+ &$5(
&21680(5 � ������� KWWSV���ZZZ��GHORLWWH�FRP�FRQWHQW�GDP�'HORLWWH�XV�'RFXPHQWV�OLIH�VFLHQFHV�
KHDOWK�FDUH�XV�OVKF�F[�VXUYH\�SRY�SURYLGHU�SDSHU�SGI �H[SODLQLQJ WKDW ZKDW FRQVXPHUV PRVW ZDQW LV
³WR EH NQRZQ DQG XQGHUVWRRG LQ RUGHU WR JHW D SHUVRQDOL]HG KHDOWK FDUH H[SHULHQFH´��

��� 6HH LG�
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DGRSW WKH SXEOLF RSWLRQ DV DQ H[FOXVLYH EDVH KHDOWK FDUH SODQ IRU DOO HPSOR\HHV����
EXW DOORZ VXSSOHPHQWDO SROLFLHV ZLWK PRUH H[WHQVLYH EHQHILWV IRU DOO RU VRPH RI
WKHLU ZRUNIRUFH� LQFOXGLQJ� IRU H[DPSOH� WKRVH FRYHUHG E\ FROOHFWLYH EDUJDLQLQJ
DJUHHPHQWV� 'RLQJ VR ZRXOG UHGXFH VRPH RI WKH VLPSOLILFDWLRQ RIIHUHG E\ WKH
SXEOLF RSWLRQ� EXW� LPSRUWDQWO\� LW ZRXOG VWLOO PHDQ FRQVLGHUDEOH FRVW VDYLQJV RYHU
WKH VWDWXV TXR�

�� %HQHILWV DQG &RVW�6KDULQJ

$Q HPSOR\HU SXEOLF RSWLRQ QHHGV WR RIIHU EHQHILWV WKDW DUH URXJKO\ FRPSDUDEOH
WR FXUUHQW ODUJH HPSOR\HU SODQ EHQHILWV� UHFRJQL]LQJ WKDW SODQ GHWDLOV� RI FRXUVH�
YDU\ DFURVV VXFK HPSOR\HUV� &XUUHQW 0HGLFDUH FRYHUDJH ZRXOG KDYH WR EH
PRGLILHG IRU D ZRUNLQJ SRSXODWLRQ DQG FRXOG EH VLPSOLILHG DV ZHOO� ,I UROOHG RXW LQ
OHJLVODWLRQ WKDW DOVR FUHDWHV D SXEOLF RSWLRQ IRU WKH LQGLYLGXDO PDUNHWV� WKH WZR
SURJUDPV VKRXOG EH DOLJQHG� ERWK DV D PDWWHU RI HTXLW\ DQG WR IDFLOLWDWH WUDQVLWLRQV
EHWZHHQ WKH WZR IRUPV RI SXEOLF RSWLRQ ZKHQ SHRSOH IDFH FKDQJLQJ HPSOR\PHQW
VWDWXV����

$ SXEOLF RSWLRQ IRU HPSOR\HUV VKRXOG� DW D PLQLPXP� FRYHU WKH WUHDWPHQWV DQG
VHUYLFHV W\SLFDOO\ FRYHUHG E\ ODUJH HPSOR\HU SODQV���� 7KLV ZLOO PHDQ DXJPHQWLQJ
0HGLFDUH LQ VRPH ZD\V DOUHDG\ FRQWHPSODWHG� OLNH YLVLRQ DQG GHQWDO EHQHILWV� DQG
LQ RWKHUV WKDW EHFRPH PRUH REYLRXV ZKHQ WKLQNLQJ DERXW FRYHULQJ \RXQJHU
ZRUNHUV DQG WKHLU IDPLOLHV� LQFOXGLQJ FKLOGUHQ� $QRWKHU ZULQNOH LV KRZ WR KDQGOH
SUHVFULSWLRQ GUXJ FRYHUDJH� ZKLFK LV DQ RSWLRQDO� SULYDWH DGG RQ IRU 0HGLFDUH
HQUROOHHV WKURXJK 0HGLFDUH 3DUW '� D SURJUDP WKDW LV FXUUHQWO\ XQGHU ILUH IRU
TXHVWLRQDEOH DGPLQLVWUDWLYH VWUXFWXUHV DQG KLJK SULFHV� 'UXJ EHQHILWV ZRXOG QHHG
WR EH LQFOXGHG DV SDUW RI WKH HPSOR\HU SXEOLF RSWLRQ� LGHDOO\ ZLWKRXW UHTXLULQJ
HQUROOHHV WR VHOHFW DPRQJ SULYDWH SODQV� %XW LI EXLOGLQJ RQ 3DUW '� WKH DGGLWLRQ RI
D QHZ SRSXODWLRQ PLJKW RIIHU WKH ULJKW PRPHQW WR HVWDEOLVK SULFH UHJXODWLRQ LQ WKH
SURJUDP�

&RVW�VKDULQJ VKRXOG EH GHWHUPLQHG XQGHU WKH VDPH SULQFLSOHV� 0HGLFDUH¶V
FRPSOLFDWHG FRVW�VKDULQJ SURYLVLRQV WKDW UHVXOW LQ PDQ\ HQUROOHHV SXUFKDVLQJ
VXSSOHPHQWDO FRYHUDJH VKRXOG QRW VHUYH DV WKH JXLGH IRU WKH HPSOR\HU SXEOLF
RSWLRQ LQ WKH VDPH ZD\ WKDW LW ZRXOG QRW IRU DQ LQGLYLGXDO SXEOLF RSWLRQ �DQG

��� )RU FXUUHQW SXUSRVHV� ZH OHDYH WR WKH VLGH TXHVWLRQV DERXW KRZ WR GHILQH WKH ERXQGDULHV RI
DQ HPSOR\HU LQ WKH FDVH RI DIILOLDWH ILUPV RU WKRVH RUJDQL]HG DV FRQJORPHUDWHV HQJDJHG LQ
VXEVWDQWLDOO\ GLIIHUHQW OLQHV RI EXVLQHVV�

��� $V GLVFXVVHG EHORZ� WKLV DOLJQPHQW LV HVSHFLDOO\ LPSRUWDQW IRU JLJ HFRQRP\ ZRUNHUV ZKR
UHSHDWHGO\ WUDQVLWLRQ EHWZHHQ WUDGLWLRQDO HPSOR\PHQW DQG VHOI�HPSOR\PHQW� 6HH 6HFWLRQ ,,�%��� LQIUD�

��� )RU DQ RYHUYLHZ RI WKH EHQHILWV W\SLFDOO\ RIIHUHG E\ ODUJH HPSOR\HU SODQV� VHH '(3¶7 2)
/$%25� VXSUD QRWH �� �ZKLOH LW FDQ EH GLIILFXOW WR GHWHUPLQH WKH SUHFLVH FRQWRXUV RI FRYHUDJH XQGHU
HPSOR\HU SODQV� PRVW FRYHU D EURDG UDQJH RI PHGLFDO VHUYLFHV ZLWK VXEVWDQWLDO GLIIHUHQFHV RQO\ LQ D
IHZ DUHDV��
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SHUKDSV VKRXOG EH UHYLVLWHG IRU 0HGLFDUH DV ZHOO LQ WKH IXWXUH�� $QG FRVW�VKDULQJ
GHVLJQ ZRXOG KDYH D GLIIHUHQW IUDPHZRUN IRU WKH HPSOR\HU SXEOLF RSWLRQ VLQFH
PDQ\ SHRSOH ZRXOG HQUROO LQ IDPLO\ SODQV� XQOLNH LQ 0HGLFDUH�

&RVW�VKDULQJ KDV DW OHDVW WZR GLIIHUHQW FRPSRQHQWV� 7KH ILUVW LV WKH RYHUDOO
OHYHO RI FRVW�VKDULQJ ZLWKLQ D SODQ� UHIHUUHG WR DV WKH SODQ¶V DFWXDULDO YDOXH� $ SODQ¶V
DFWXDULDO YDOXH UHSUHVHQWV WKH SHUFHQWDJH RI FRYHUHG H[SHQVHV SDLG E\ WKH SODQ IRU
DQ DYHUDJH SRSXODWLRQ� $W ILUPV ZLWK ��� RU PRUH HPSOR\HHV� WKH DYHUDJH KHDOWK
SODQ DFWXDULDO YDOXH LV �������

7KH VHFRQG FRPSRQHQW LV WKH FRVW�VKDULQJ GHVLJQ� ZKLFK UHIHUV WR KRZ FRVW�
VKDULQJ UHTXLUHPHQWV DUH DOORFDWHG DPRQJ SDUWLFXODU W\SHV RI FDUH RU SRLQWV RI
VHUYLFH� )RU H[DPSOH� ZLOO WKHUH EH DQ DQQXDO GHGXFWLEOH� ZKLFK HQUROOHHV PXVW SD\
ILUVW EHIRUH LQVXUDQFH SD\V� RU MXVW FRSD\PHQWV DQG FR�LQVXUDQFH VR WKDW WKH\ SD\ D
VKDUH RI FRVWV DV WKH\ JR DORQJ" :LOO FRSD\PHQWV IRU D VSHFLDOLVW EH KLJKHU WKDQ
WKRVH IRU D JHQHUDO SUDFWLWLRQHU" :LOO WUHDWPHQWV ZLWK D KLJKHU YDOXH EH VXEMHFW WR
ORZHU FRVW�VKDULQJ UHTXLUHPHQWV WKDQ WKRVH RI ORZHU YDOXH"0DSSLQJ WKHVH IHDWXUHV
WR DQ HPSOR\HU SODQ EHQFKPDUN LV PRUH GLIILFXOW WKDQ RYHUDOO DFWXDULDO YDOXH
EHFDXVH WKHUH LV VLJQLILFDQW YDULDWLRQ DPRQJ SODQV�

:KLOH PLUURULQJ WKH DPRXQW RI FRVW�VKDULQJ LQ WKH ODUJH HPSOR\HU PDUNHW PD\
EH QHFHVVDU\ WR JHQHUDWH HPSOR\HU SDUWLFLSDWLRQ� WKH SXEOLF RSWLRQ FRXOG DWWHPSW
WR DOOHYLDWH VRPH RI WKH EXUGHQ HPSOR\HHV KDYH ERUQH ZLWK UHFHQW LQFUHDVHV LQ FRVW�
VKDULQJ UHTXLUHPHQWV���� 7KLV VKLIW PLJKW KHOS EXLOG HDUO\ HPSOR\HH VXSSRUW IRU WKH
SODQ� 7KH SXEOLF RSWLRQ PD\ DOVR SUHVHQW DQ RSSRUWXQLW\ WR VLPSOLI\ FRVW�VKDULQJ
GHVLJQ EDVHG RQ WKH JURZLQJ UHVHDUFK WKDW PRVW SHRSOH GR QRW XQGHUVWDQG RU DFW
DFFRUGLQJ WR WKH FRPSOH[ ILQDQFLDO LQFHQWLYHV HPEHGGHG LQ WKHLU SODQV FRPSOLFDWHG
FRVW�VKDULQJ VWUXFWXUHV���� ,W PLJKW EH XQUHDOLVWLF WR H[SHFW DQ HPSOR\HU SXEOLF

��� $&78$5,$/ 56&+� &253�� ),1$/ 5(3257� $1$/<6,6 2) $&78$5,$/ 9$/8(6 $1' 3/$1
)81',1* 86,1* 3/$16 )520 7+( 1$7,21$/ &203(16$7,21 6859(< � �������
KWWSV���ZZZ�GRO�JRY�VLWHV�GROJRY�ILOHV�HEVD�UHVHDUFKHUV�DQDO\VLV�KHDOWK�DQG�ZHOIDUH�DQDO\VLV�RI�
DFWXDULDO�YDOXHV�DQG�SODQ�IXQGLQJ�XVLQJ�SODQV�IURP�WKH�QDWLRQDO�FRPSHQVDWLRQ�VXUYH\�SGI� VHH
DOVR -RQ 5� *DEHO HW DO��0RUH 7KDQ +DOI RI ,QGLYLGXDO +HDOWK 3ODQV 2IIHU &RYHUDJH WKDW )DOOV 6KRUW
RI :KDW &DQ %H 6ROG 7KURXJK ([FKDQJHV DV RI ����� �� +($/7+ $))6� ����� ���� ������ �ILQGLQJ
WKDW ����� RI HPSOR\HU SODQV KDG DFWXDULDO YDOXHV WKDW H[FHHGHG �����

��� $V KHDOWK FDUH FRVWV KDYH RXWSDFHG LQIODWLRQ RYHU WKH SDVW VHYHUDO GHFDGHV� PDQ\ HPSOR\HUV
KDYH PDQDJHG WKLV LQFUHDVH E\ PRYLQJ HPSOR\HHV RQWR KLJK GHGXFWLEOH KHDOWK SODQV ZKHUH WKH\ SD\
D KLJKHU VKDUH RI PHGLFDO FDUH FRVWV� )URP ���� WR ����� WKH VKDUH RI ODUJH ILUPV RIIHULQJ D KLJK�
GHGXFWLEOH KHDOWK SODQ LQFUHDVHG IURP �� WR ��� DQG WKH QXPEHU RI HQUROOHHV LQ VXFK SODQV LQFUHDVHG
IURP �� LQ ���� WR ��� LQ ����� .)) (PSOR\HU +HDOWK %HQHILWV ����� VXSUD QRWH ��� DW ��� )LJ�
���� ��� )LJ� ����

��� 6HH� H�J��0LFKDHO &KHUQHZ HW DO�� $UH +HDOWK &DUH 6HUYLFHV 6KRSSDEOH" (YLGHQFH IURP WKH
&RQVXPSWLRQ RI /RZHU /LPE 05, 6FDQV �1DW¶O %XUHDX RI (FRQ� 5VFK�� :RUNLQJ 3DSHU 1R� ������
������ KWWSV���ZZZ�QEHU�RUJ�V\VWHP�ILOHV�ZRUNLQJBSDSHUV�Z������Z������SGI� 0DU\ (� 5HHG HW DO��
,Q &RQVXPHU�'LUHFWHG +HDOWK 3ODQV� $ 0DMRULW\ RI 3DWLHQWV ZHUH 8QDZDUH RI )UHH RU /RZ�&RVW
3UHYHQWLYH &DUH� �� +($/7+ $))6� ���� ������ �ILQGLQJ WKDW D PDMRULW\ RI HQUROOHHV ZHUH XQDZDUH
WKDW WKH GHGXFWLEOH GLG QRW DSSO\ WR FHUWDLQ KLJK�YDOXH FDUH� VXFK DV SUHYHQWLYH RIILFH YLVLWV� PHGLFDO
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RSWLRQ WR EH DV JHQHURXV DV VRPH RI WKH EHVW HPSOR\HU SODQV DUH WRGD\� EXW
LQGLYLGXDO HPSOR\HUV FRXOG FKRRVH WR ILOO LQ WKH JDSV WKURXJK VXSSOHPHQWDO
FRYHUDJH RU E\ LQFUHDVLQJ ZDJHV�

�� 3ULFLQJ DQG )LQDQFLQJ RI WKH (PSOR\HU 3XEOLF 2SWLRQ

7KH SXEOLF RSWLRQ ZRXOG UHWDLQ HPSOR\HU FRQWULEXWLRQV²LQ SDUW RU ZKROH²WR
ILQDQFH EHQHILWV� EXW WKHUH DUH YDULRXV ZD\V WKDW WKHVH FRQWULEXWLRQV FRXOG EH
GHVLJQHG� 7KH VLPSOHVW ZD\ ZRXOG EH WR VHW D PLQLPXP IODW SHU HPSOR\HH
FRQWULEXWLRQ IRU SDUWLFLSDWLQJ HPSOR\HUV� IRU H[DPSOH� ��� RI WKH WRWDO FRVW RI
FRPPXQLW\�UDWHG FRYHUDJH� EDVHG RQ WKH DYHUDJH FRVW RI FRYHULQJ ZRUNHUV DQG
WKHLU IDPLOLHV LQ WKH SODQ� (PSOR\HUV FRXOG SD\ D ODUJHU VKDUH RI FRVWV� LI WKH\ ZDQW�
(PSOR\HHV ZRXOG FRQWULEXWH ZKDWHYHU DPRXQW HPSOR\HUV GR QRW� 7KH GRZQVLGH
ZLWK WKLV VLPSOLILHG DSSURDFK LV WKDW LW FRXOG GHFUHDVH FXUUHQW HPSOR\HU
FRQWULEXWLRQ VKDUHV LI HPSOR\HUV ZKR DUH FXUUHQWO\ SD\LQJ D ODUJHU VKDUH GHIDXOW WR
WKLV PLQLPXP OHYHO� 7KDW VDLG� LI WRWDO SODQ FRVWV GHFUHDVH� HPSOR\HHV¶ DFWXDO FRVWV
PLJKW QRW LQFUHDVH HYHQ LI WKHLU VKDUH GRHV�

$Q DOWHUQDWH� DOWKRXJK PRUH FRPSOLFDWHG DSSURDFK� LV WR UHTXLUH HPSOR\HUV WR
PDLQWDLQ WKH VKDUH RI SUHPLXPV WKH\ FXUUHQWO\ FRYHU� DW OHDVW IRU VRPH SHULRG�
SRVVLEO\ JUDGXDOO\ PRYLQJ WR DQ HPSOR\HU PLQLPXP FRQWULEXWLRQ UHTXLUHPHQW�
(PSOR\HUV RIIHULQJ (6, IRU WKH ILUVW WLPH FRXOG EH UHTXLUHG WR SD\ D PLQLPXP IODW
FRQWULEXWLRQ SHUFHQWDJH IURP WKH VWDUW�

$OWKRXJK LW LV SRVVLEOH WR XVH H[SHULHQFH�EDVHG SULFLQJ²WKDW LV� SULFLQJ WKDW
YDULHV E\ HPSOR\HU JURXS EDVHG RQ LWV HPSOR\HHV¶ UHFHQW PHGLFDO FDUH FRVWV²
GRLQJ VR ZRXOG FXW VTXDUHO\ DJDLQVW FRYHUDJH DQG HTXLW\ JRDOV� ([SHULHQFH�EDVHG
SULFLQJ LV FRQVLVWHQW ZLWK FXUUHQW SUDFWLFHV DV PRVW ODUJH HPSOR\HUV ������� VHOI�
LQVXUH WKHLU KHDOWK FDUH FRYHUDJH DQG WKXV SD\ PRUH ZKHQ SODQ PHPEHUV XVH PRUH
FDUH���� DQG IXOO\�LQVXUHG SROLFLHV IRU ODUJH HPSOR\HUV DUH JHQHUDOO\ H[SHULHQFH
UDWHG���� %XW LI RQH JRDO RI DQ HPSOR\HU SXEOLF RSWLRQ LV WR HQFRXUDJH HPSOR\HUV WR
FRYHU ORZHU�ZDJH ZRUNHUV� ZKR ZLOO GLVSURSRUWLRQDWHO\ KDYH PRUH FRVWO\ KHDOWK
FDUH QHHGV� H[SHULHQFH�UDWLQJ ZRXOG XQGHUPLQH WKDW JRDO���� ,W LV DOVR XQOLNHO\ WKDW

WHVWV� DQG VFUHHQLQJV��
��� 6HH ���� 0(36 '$7$� VXSUD QRWH �� �GHULYHG IURP 7DEOH ,�$���D��
��� 4XHVWLRQV RI H[SHULHQFH UDWLQJ LQWHUDFW ZLWK WKRVH DGGUHVVHG MXVW EHORZ RQ ZKHWKHU

HPSOR\HUV PXVW PRYH DOO HPSOR\HHV RYHU WR D SXEOLF RSWLRQ� RU DUH DOORZHG WR RIIHU RWKHU SODQV DV
ZHOO� ,I WKH ODWWHU� H[SHULHQFH UDWLQJ PD\ EH DGYLVDEOH WR FRPEDW HPSOR\HU VRUWLQJ DPRQJ SODQ
FKRLFHV� $PRQJ VPDOO HPSOR\HUV� PRVW RQO\ RIIHU RQH SODQ� ZKLFK HOLPLQDWHV FRQFHUQV RI HPSOR\HH
VRUWLQJ LI WKDW SODQ EHFRPHV WKH SXEOLF RSWLRQ� 2QO\ ����� RI HPSOR\HUV ZLWK IHZHU WKDQ ��
HPSOR\HHV KDYH WZR RU PRUH SODQV LQ ����� 6HH ���� 0(36 '$7$� VXSUD QRWH �� �GHULYHG IURP
7DEOH ,�$���G�� 2Q WKH RWKHU KDQG� D YHU\ KLJK SHUFHQWDJH²�����²RI HPSOR\HUV ZLWK PRUH WKDQ
RQH WKRXVDQG HPSOR\HHV RIIHU WZR RU PRUH KHDOWK FDUH SODQV� ,G�

��� )RU HPSOR\HUV ZLWK ORZ�LQFRPH DQG OHVV�KHDOWK\ ZRUNIRUFHV� H[SHULHQFH�EDVHG SULFLQJ
FRXOG GLVLQFHQWLYL]H VHOHFWLQJ DQ HPSOR\HU SXEOLF RSWLRQ� ,Q WKLV FRQWH[W� SULFLQJ WKDW LV EOLQG WR
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D FRPPXQLW\�UDWHG HPSOR\HU SXEOLF RSWLRQ ZRXOG GHWHU HPSOR\HUV ZLWK D
KHDOWKLHU�WKDQ�DYHUDJH HPSOR\HH SRSXODWLRQ EHFDXVH WKH VDYLQJV IURP ORZHU SULFHV
DQG DGPLQLVWUDWLYH FRVWV ZRXOG OLNHO\ RIIVHW DQ\ FURVV�VXEVLGL]DWLRQ RI OHVV�KHDOWK\
HPSOR\HU JURXSV�

5HJDUGOHVV RI WKH SULFLQJ PHWKRG� LW ZRXOG EH LPSRUWDQW WR OLPLW WKH JURZWK RI
HPSOR\HUV¶ FRVWV RYHU WLPH� 6LQFH WKH\ ZLOO QR ORQJHU KDYH WKH WRROV LQ KDQG WR
OLPLW WKHLU RZQ VSHQGLQJ WKURXJK UHGXFHG EHQHILWV� LQFUHDVHG FRVW VKDULQJ� RU
VPDOOHU QHWZRUNV� HPSOR\HUV ZRXOG QHHG D JXDUDQWHH WKDW VSHQGLQJ ZLOO QRW
VN\URFNHW RQFH WKH\ RSW LQ� 6XFK JXDUDQWHHV DUH UHODWLYHO\ ORZ ULVN VLQFH� DV QRWHG
DERYH� 0HGLFDUH KDV GRQH PXFK EHWWHU WKDQ SULYDWH FRYHUDJH LQ FRQWUROOLQJ KHDOWK
FDUH FRVW JURZWK RYHU WLPH�

�� ,QFRUSRUDWLQJ $&$ 6XEVLGLHV

7R PD[LPL]H HQUROOPHQW RI ORZ�LQFRPH ZRUNHUV� $&$ VXEVLGLHV FRXOG EH
UROOHG LQWR WKH HPSOR\HU SXEOLF RSWLRQ FRYHUDJH� :KLOH DGGLQJ WR ILVFDO FRVWV� WKLV
IHDWXUH PLJKW FRQWULEXWH VXEVWDQWLDOO\ WR WKH QXPEHU RI ZRUNHUV FRYHUHG� HVSHFLDOO\
DPRQJ WKRVH ZKR FXUUHQWO\ GHFOLQH HQUROOPHQW LQ (6, IRU ILQDQFLDO UHDVRQV RU
ZKRP HPSOR\HUV SUHGLFW ZRXOG GR VR DQG WKXV H[FOXGH IURP FRYHUDJH����

7KH $&$ DGGUHVVHG WKH XQDIIRUGDELOLW\ RI SULYDWHO\ ILQDQFHG FRYHUDJH LQ WZR
ZD\V� WKURXJK SUHPLXP WD[ FUHGLWV DQG FRVW�VKDULQJ VXEVLGLHV� 3UHPLXP FRVWV IRU
LQGLYLGXDO LQVXUDQFH SROLFLHV SXUFKDVHG RQ $&$ H[FKDQJHV DUH VXEVLGL]HG IRU
LQGLYLGXDOV ZLWK KRXVHKROG LQFRPH EHWZHHQ ���� DQG ���� RI WKH IHGHUDO SRYHUW\
OHYHO WKURXJK UHIXQGDEOH WD[ FUHGLWV� 7KHVH VXEVLGLHV FRYHU WKH GLIIHUHQFH EHWZHHQ
D VSHFLILHG SHUFHQWDJH RI KRXVHKROG LQFRPH DQG WKH FRVW RI WKH ³EHQFKPDUN SODQ´
DYDLODEOH WR WKH LQGLYLGXDO� RQ D VOLGLQJ VFDOH���� ,QGLYLGXDOV ZKR DUH RIIHUHG

HPSOR\HH KHDOWK VWDWXV FRXOG EH VHHQ DV D SRVLWLYH UDWKHU WKDQ D QHJDWLYH EHFDXVH HPSOR\HHV LQ JUHDWHU
QHHG RI PHGLFDO FDUH DQG OHVV DEOH WR DIIRUG LW ZLOO JDLQ DFFHVV� &I� 'HERUDK 6WRQH� %H\RQG 0RUDO
+D]DUG� ,QVXUDQFH DV 0RUDO 2SSRUWXQLW\� LQ (0%5$&,1* 5,6.� 7+( &+$1*,1* &8/785( 2)
,1685$1&( $1' 5(63216,%,/,7< �� �7RP %DNHU 	 -RQDWKDQ 6LPRQ HGV�� ����� �GHVFULELQJ KRZ
LQFUHDVHG XVH RI PHGLFDO FDUH ZLWK LQVXUDQFH PLJKW LQGHHG EH D JRRG WKLQJ VLQFH LW FRXOG PHDQ WKDW
SHRSOH ZKR SUHYLRXVO\ QHHGHG FDUH EXW GLG QRW UHFHLYH LW DUH DEOH WR GR VR ZLWKRXW LQVXUDQFH�� ,W PLJKW
JLYH HPSOR\HUV ZLWK D OHVV KHDOWK\ ZRUNIRUFH PRUH FKDQFH WR RSHUDWH ZLWKRXW VKRXOGHULQJ DQ
H[FHVVLYH VKDUH RI KHDOWK FDUH FRVWV RI $PHULFDQ ZRUNHUV� ,W PLJKW PHDQ WKRVH ZRUNHUV JHW EHWWHU
EHQHILWV WKDQ WKH\ ZRXOG RWKHUZLVH� $QG LW PLJKW PHDQ WKDW ORZHU�SDLG ZRUNHUV DUH DEOH WR JHW EHWWHU
KHDOWK FDUH ZLWKRXW VHHLQJ WKHLU ZDJHV VWDJQDWH� 3OXV� LW PLJKW PDNH VHQVH WKDW SDUW RI WKH FRVW RI
NHHSLQJ KLJKHU�ULVN ZRUNIRUFHV KHDOWK\ VKRXOG EH FURVV�VXEVLGL]HG�

��� $V LQHOLJLEOH ZRUNHUV DUH W\SLFDOO\ ORZHU�SDLG� PDQ\ HPSOR\HUV PD\ KDYH UDWLRQDOO\
FRQFOXGHG WKDW PDQ\ RI WKHVH LQGLYLGXDOV ZRXOG QRW ZLVK WR SDUWLFLSDWH LQ DQ HPSOR\HU�VSRQVRUHG
KHDOWK FDUH SODQ� %XW WKLV FDOFXODWLRQ PLJKW FKDQJH LI $&$�VW\OH VXEVLGLHV ZHUH DYDLODEOH�

��� ,�5�&� � ��%� 7KH EHQFKPDUN SODQ LV WKH VHFRQG ORZHVW�FRVW VLOYHU OHYHO SODQ DYDLODEOH WR
WKH LQGLYLGXDO� � ��%�E�����%�� )RU H[DPSOH� DQ LQGLYLGXDO ZLWK KRXVHKROG LQFRPH HTXDO WR ���� RI
WKH IHGHUDO SRYHUW\ OHYHO ZRXOG UHFHLYH D FUHGLW HTXDO WR WKH GLIIHUHQFH EHWZHHQ ����� RI KRXVHKROG
LQFRPH DQG WKH FRVW RI WKH EHQFKPDUN SODQ� ZKLOH DQ LQGLYLGXDO ZLWK KRXVHKROG LQFRPH RI ���� RI
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HPSOR\HU FRYHUDJH WKDW LV FRQVLGHUHG DIIRUGDEOH DQG DGHTXDWH E\ WKH $&$ DUH QRW�
KRZHYHU� HOLJLEOH IRU WKHVH VXEVLGLHV� ,Q HIIHFW WKLV PHDQV WKDW SHRSOH RIIHUHG
FRYHUDJH WKURXJK ZRUN DUH UDUHO\ HOLJLEOH IRU VXEVLGLHV�

(YHQ ZRUVH� WKH GHILQLWLRQ RI ZKDW LV ³DIIRUGDEOH´ FRYHUDJH XQGHU WKH $&$
SXWV PDQ\ IDPLOLHV DW D VKDUS GLVDGYDQWDJH ZKHQ D PHPEHU RI WKH IDPLO\ LV RIIHUHG
FRYHUDJH DW ZRUN� 7KH $&$ SURYLGHV WKDW HPSOR\HU FRYHUDJH LV ³DIIRUGDEOH´ ZKHQ
DQ HPSOR\HH¶V UHTXLUHG FRQWULEXWLRQ LV OHVV WKDQ ����� RI KRXVHKROG LQFRPH����
DQG DGHTXDWH LI WKH DFWXDULDO YDOXH RI WKH SODQ LV DW OHDVW ���� 5HJXODWLRQV�
KRZHYHU� EDVH WKH DIIRUGDELOLW\ FDOFXODWLRQ VROHO\ RQ WKH UHTXLUHG FRQWULEXWLRQ IRU
HPSOR\HH�RQO\ FRYHUDJH� HYHQ LI WKH HPSOR\HH GHVLUHV IDPLO\ FRYHUDJH���� )RU
H[DPSOH� DVVXPH DQ HPSOR\HH LV PDUULHG ZLWK WZR PLQRU FKLOGUHQ DQG KDV
KRXVHKROG LQFRPH RI ������� SHU \HDU� +HU HPSOR\HU RIIHUV KHU KHDOWK LQVXUDQFH
ZKHUH WKH UHTXLUHG FRQWULEXWLRQ IRU HPSOR\HH�RQO\ FRYHUDJH LV ������� ZKLOH WKH
FRQWULEXWLRQ IRU IDPLO\ FRYHUDJH LV �������� %HFDXVH WKH FRQWULEXWLRQ IRU
HPSOR\HH�RQO\ FRYHUDJH LV HTXDO WR ���� RI WKH HPSOR\HH¶V KRXVHKROG LQFRPH� WKH
$&$ GHHPV WKDW FRYHUDJH DIIRUGDEOH� HYHQ WKRXJK IDPLO\ FRYHUDJH ZRXOG FRVW
����� RI KRXVHKROG LQFRPH� %HFDXVH WKH IDPLO\ LV GHHPHG WR KDYH ³DIIRUGDEOH´
HPSOR\HU FRYHUDJH XQGHU WKLV WHVW� QR RQH LQ WKH IDPLO\ PD\ UHFHLYH D SUHPLXP WD[
FUHGLW RQ WKH LQGLYLGXDO PDUNHW� ,I WKLV VDPH IDPLO\ KDG QRW EHHQ RIIHUHG HPSOR\HU
FRYHUDJH DW DOO� WKH\ ZRXOG KDYH EHHQ HOLJLEOH IRU D WD[ FUHGLW WKDW ZRXOG DOORZ
WKHP WR SXUFKDVH VXEVLGL]HG VLOYHU�OHYHO FRYHUDJH IRU WKH HQWLUH IDPLO\ ZLWK D
KRXVHKROG UHTXLUHG FRQWULEXWLRQ RI ������ DQQXDOO\���� $V WKLV H[DPSOH NQRZQ DV
WKH ³IDPLO\ JOLWFK´ LOOXVWUDWHV� XQGHU WKH FXUUHQW V\VWHP� LQGLYLGXDOV FDQ EH PDGH
ZRUVH RII E\ EHLQJ RIIHUHG HPSOR\HU�SURYLGHG FRYHUDJH EHFDXVH LW FDXVHV WKHP WR
ORVH SUHPLXP VXEVLGLHV WKDW ZRXOG RWKHUZLVH EH DYDLODEOH WR WKHP EDVHG RQ WKHLU
LQFRPH OHYHO�

7KH VHFRQG $&$PHFKDQLVP WR DGGUHVV WKH SUREOHP RI XQDIIRUGDELOLW\ LV FRVW�
VKDULQJ VXEVLGLHV WKDW ORZHU WKH RXW�RI�SRFNHW FRVWV RI UHFHLYLQJ FDUH RQFH LQVXUHG�
7KHVH FRVW�VKDULQJ VXEVLGLHV DUH DYDLODEOH WR LQGLYLGXDOV ZLWK KRXVHKROG LQFRPH
EHWZHHQ ���� DQG ���� RI WKH IHGHUDO SRYHUW\ OHYHO� EXW RQO\ LI WKH\ SXUFKDVH

IHGHUDO SRYHUW\ UHFHLYHV D FUHGLW HTXDO WR WKH GLIIHUHQFH EHWZHHQ ����� RI LQFRPH DQG WKH FRVW RI WKH
EHQFKPDUN SODQ� 6HH 5HY� 3URF� �������� ������� ,�5�%� ����

��� 7KH VWDWXWH VHWV DIIRUGDELOLW\ DW ���� RI LQFRPH� VXEMHFW WR IXWXUH DQQXDO DGMXVWPHQWV EDVHG
RQ JURZWK LQ LQFRPH DQG JURZWK LQ SUHPLXPV� )RU ����� DIIRUGDELOLW\ LV VHW DW ����� RI LQFRPH� 5HY�
3URF� �������� ������� ,�5�%� ���� 1RWH WKDW WKLV FDOFXODWLRQ GRHV QRW DFFRXQW IRU WKH SDUW RI KHDOWK
FDUH FRVWV WKDW WKH HPSOR\HU IXQGV� 6R ZLWK D W\SLFDO ����� HPSOR\HU�HPSOR\HH VSOLW� DIIRUGDELOLW\ LV
PHDVXUHG RQO\ ZLWK UHVSHFW WR WKH ��� HPSOR\HH FRQWULEXWLRQ�

��� 7UHDV� 5HJ� � ����%���F�����Y��$���� �DV DPHQGHG LQ ������
��� 7KLV DPRXQW ZDV FDOFXODWHG XVLQJ DQ LQFRPH RI ������� IRU D IDPLO\ RI IRXU� ZKLFK LV HTXDO

WR ���� RI WKH IHGHUDO SRYHUW\ OHYHO IRU ����� DQG D UHVXOWLQJ SUHPLXP WD[ FUHGLW HTXDO WR WKH
GLIIHUHQFH EHWZHHQ WKH FRVW RI VLOYHU FRYHUDJH DQG ����� RI LQFRPH�
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VLOYHU�OHYHO FRYHUDJH RQ DQ H[FKDQJH���� $V ZLWK WKH SUHPLXP WD[ FUHGLWV MXVW
GHVFULEHG� WKHVH VXEVLGLHV DUH XQDYDLODEOH WR ORZ� DQG PRGHUDWH�LQFRPH
LQGLYLGXDOV ZKR DUH RIIHUHG DIIRUGDEOH DQG DGHTXDWH FRYHUDJH E\ DQ HPSOR\HU�
%HFDXVH RI WKLV OLPLWDWLRQ RQ HOLJLELOLW\� ORZ� DQG PRGHUDWH�LQFRPH LQGLYLGXDOV
DJDLQ PD\ EH PDGH ILQDQFLDOO\ ZRUVH RII E\ DQ RIIHU RI HPSOR\HU�SURYLGHG
FRYHUDJH� 7KH FRVW�VKDULQJ VXEVLGLHV UHTXLUH LQVXUHUV WR ORZHU RXW�RI�SRFNHW
PD[LPXPV��� DQG LQFUHDVH WKH SHUFHQWDJH RI FRYHUHG H[SHQVHV RQ DYHUDJH SDLG E\
WKH LQVXUHU IURP WKH ��� JHQHUDOO\ UHTXLUHG IRU VLOYHU�OHYHO FRYHUDJH WR DW OHDVW
��� DQG LQ VRPH FDVHV DV KLJK DV ���� 7KH WKUHVKROG IRU ³DGHTXDWH´ HPSOR\HU
FRYHUDJH� E\ FRQWUDVW� UHTXLUHV WKH SODQ WR SD\� RQ DYHUDJH� RQO\ ��� RI FRYHUHG
H[SHQVHV� ,W LV WKHUHIRUH SRVVLEOH WKDW D ORZ�LQFRPH HPSOR\HH RIIHUHG FRYHUDJH E\
DQ HPSOR\HU FRXOG ERWK SD\ PRUH LQ KHDOWK LQVXUDQFH SUHPLXPV DQG UHFHLYH PXFK
OHVV JHQHURXV FRYHUDJH WKDQ ZRXOG EH DYDLODEOH LI WKH HPSOR\HU RIIHUHG QR
FRYHUDJH DW DOO�

7KHVH SUREOHPV QHHG WR EH IL[HG UHJDUGOHVV� EXW DQ HPSOR\HU SXEOLF RSWLRQ
PLJKW RIIHU D PRUH HOHJDQW DQG HTXLWDEOH VROXWLRQ� 0RVW SURSRVDOV DWWHPSW WR IL[
WKLV LQFRQJUXLW\ IRU ORZ�LQFRPH ZRUNHUV E\ UHPRYLQJ WKH ILUHZDOO EHWZHHQ
HPSOR\HU DQG LQGLYLGXDO FRYHUDJH DQG DOORZLQJ ZRUNHUV WR UHFHLYH VXEVLGLHV RQ
WKH $&$0DUNHWSODFHV� HYHQ LI WKHLU HPSOR\HU RIIHUV WKHP DGHTXDWH DQG DIIRUGDEOH
FRYHUDJH���� 7KH SUREOHP ZLWK WKLV DSSURDFK LV WKDW ORZ�LQFRPH ZRUNHUV DQG WKHLU
IDPLOLHV PD\ HQG XS LQ OHVVHU 0DUNHWSODFH KHDOWK SODQV WKDQ WKHLU KLJKHU LQFRPH
SHHUV� JLYHQ WKDW WKH DYHUDJH ODUJH HPSOR\HU SODQ LV PRUH JHQHURXV WKDQ HYHQ
³JROG´ OHYHO H[FKDQJH FRYHUDJH���� $Q HPSOR\HU SXEOLF RSWLRQ� KRZHYHU� SUHVHQWV
DQ DWWUDFWLYH PHFKDQLVP WR KHOS DGGUHVV WKH VKRUWFRPLQJV DQG GLVWRUWLRQV SUHVHQW
LQ WKHVH WZR DIIRUGDELOLW\ WRROV E\ GRLQJ WKH RSSRVLWH� ZHDYLQJ WKH $&$ VXEVLGLHV

��� 7KHVH FRVW�VKDULQJ VXEVLGLHV DUH FRPSOLFDWHG EHFDXVH WKH\ UHTXLUH WKH LQVXUHU WR UHGXFH FRVW
VKDULQJ WR LQFUHDVH WKH DFWXDULDO YDOXH RI WKH SODQ IURP ��� WR EHWZHHQ ��� DQG ��� IRU WKH
LQGLYLGXDO� GHSHQGLQJ RQ LQFRPH� ,W LV XS WR WKH LQVXUHU KRZ WR DGMXVW GHGXFWLEOHV� FRLQVXUDQFH� DQG
FRSD\V WR KLW WKH UHTXLUHG DFWXDULDO YDOXHV IRU WKH YDULRXV LQFRPH WLHUV�

��� ,QGLYLGXDO 0DUNHWSODFH SODQV FDQ KDYH DQ RXW�RI�SRFNHW PD[LPXP QR KLJKHU WKDQ ������
IRU LQGLYLGXDO FRYHUDJH LQ ����� 2XW�RI�SRFNHW PD[LPXPV IRU WKRVH HOLJLEOH IRU FRVW�VKDULQJ
UHGXFWLRQV FDQ EH QR KLJKHU WKDQ ������ WR ������ IRU DQ LQGLYLGXDO� 6LPLODU UHGXFWLRQV DSSO\ WR
IDPLO\ OHYHO FRYHUDJH�

��� 9LFH 3UHVLGHQW %LGHQ KDV SURSRVHG WKLV W\SH RI XQLYHUVDO VXEVLG\ DYDLODELOLW\� LQ DGGLWLRQ WR
RWKHU FKDQJHV WR VXEVLG\ DPRXQWV DQG LQFRPH OLPLWV� &\QWKLD &R[ HW DO�� $IIRUGDELOLW\ LQ WKH $&$
0DUNHWSODFH 8QGHU D 3URSRVDO /LNH -RH %LGHQ¶V +HDOWK 3ODQ� .$,6(5 )$0� )281'� �������
KWWSV���ZZZ�NII�RUJ�KHDOWK�UHIRUP�LVVXH�EULHI�DIIRUGDELOLW\�LQ�WKH�DFD�PDUNHWSODFH�XQGHU�D�
SURSRVDO�OLNH�MRH�ELGHQV�KHDOWK�SODQ�� ,Q DGGLWLRQ� %LGHQ ZRXOG DOORZ ZRUNHUV ZLWK DQ RIIHU RI MRE�
EDVHG FRYHUDJH WR HQUROO LQ 0DUNHWSODFH SODQV ZLWK VXEVLGLHV LI WKDW ZRXOG EH D EHWWHU GHDO� 8QGHU
FXUUHQW ODZ� HPSOR\HHV TXDOLI\ IRU 0DUNHWSODFH VXEVLGLHV RQO\ LI WKHLU HPSOR\HU¶V SODQ LV GHHPHG
XQDIIRUGDEOH RU GRHV QRW VDWLVI\ PLQLPXP FRYHUDJH UHTXLUHPHQWV�

��� 7KH DYHUDJH DFWXDULDO YDOXH RI D KHDOWK SODQ RIIHUHG E\ ILUPV ZLWK ��� RU PRUH HPSOR\HHV
LV ���� FRPSDUHG ZLWK JROG�OHYHO FRYHUDJH� ZKLFK KDV DQ DFWXDULDO YDOXH RI ���� 6HH $&78$5,$/
56&+� &253�� VXSUD QRWH ����
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LQWR MRE�EDVHG FRYHUDJH�
6SHFLILFDOO\� WKH SXEOLF RSWLRQ FRXOG LQFRUSRUDWH SUHPLXP VXEVLGLHV WKDW DUH

FRQVLVWHQW ZLWK WKRVH RIIHUHG RQ WKH LQGLYLGXDO PDUNHW DQG FRXOG YDU\ FRVW�VKDULQJ
VFKHGXOHV E\ KRXVHKROG LQFRPH���� )RU H[DPSOH� WKH SXEOLF RSWLRQ PLJKW VSHFLI\
WKDW LQGLYLGXDOV ZLWK LQFRPH DW RU EHORZ ���� RI IHGHUDO SRYHUW\ SD\ D �� FRSD\
IRU DQ RIILFH YLVLW� PRGHUDWH LQFRPH HQUROOHHV SD\ ���� DQG HYHU\RQH HOVH SD\V ����
:KLOH FRVW�VKDULQJ VXEVLGLHV DUH UHODWLYHO\ VWUDLJKWIRUZDUG WR DSSO\ WR MRE�EDVHG
FRYHUDJH� SUHPLXP VXEVLGLHV DUH OHVV VR� DQG DUH ZRUWK D ELW PRUH GLVFXVVLRQ�
7KHUH DUH PDQ\ SRVVLEOH VXEVLG\ GHVLJQV WKDW FRXOG EH LPSOHPHQWHG LQ FRQMXQFWLRQ
ZLWK DQ HPSOR\HU SXEOLF RSWLRQ� EXW ZH HQYLVLRQ DQ DSSURDFK WKDW VPRRWKV VXEVLG\
GHVLJQ EHWZHHQ WKH HPSOR\HU SXEOLF RSWLRQ DQG LQGLYLGXDOO\ SXUFKDVHG FRYHUDJH�
ZKLOH SURYLGLQJ HPSOR\HUV ZLWK D VLPSOLILHG PHWKRG RI VDWLVI\LQJ WKH H[LVWLQJ
HPSOR\HU PDQGDWH�

,PDJLQH WKH SXEOLF RSWLRQ VSHFLILHG� IRU H[DPSOH� D ��� PLQLPXP UHTXLUHG
HPSOR\HU FRQWULEXWLRQ SHUFHQWDJH IRU DOO FRYHUDJH WLHUV �HPSOR\HH�RQO\� HPSOR\HH
SOXV VSRXVH� DQG IDPLO\ FRYHUDJH����� 7R SUHYHQW GLVWRUWLRQ EHWZHHQ LQGLYLGXDO DQG
HPSOR\HU PDUNHW VXEVLGLHV� ZH DVVXPH WKH VDPH VXEVLG\ DPRXQW DQG VWUXFWXUH
ZRXOG EH DYDLODEOH WR HPSOR\HU SXEOLF RSWLRQ SDUWLFLSDQWV DV WKRVH LQ WKH LQGLYLGXDO
PDUNHW� ,I SUHPLXP VXEVLGLHV FRQWLQXH WR EH EDVHG RQ WKH SHUFHQWDJH RI KRXVHKROG
LQFRPH D IDPLO\ LV UHTXLUHG WR SD\ IRU KHDOWK LQVXUDQFH� SXEOLF RSWLRQ
DGPLQLVWUDWRUV FRXOG JDWKHU KRXVHKROG LQFRPH LQIRUPDWLRQ IURP WKH ,56 DQG
LQIRUP WKH HPSOR\HU RI WKH UHTXLUHG HPSOR\HH FRQWULEXWLRQ DPRXQWV� 7KDW ZRXOG
HQVXUH WKDW HDFK HOLJLEOH HPSOR\HH¶V SD\UROO GHGXFWLRQ UHIOHFWV QR PRUH WKDQ WKHLU
VXEVLGL]HG FRVW RI SXEOLF RSWLRQ FRYHUDJH����

,I WKH HPSOR\HU¶V FRQWULEXWLRQ WR FRYHUDJH LV HQRXJK WKDW WKH IXOO IHGHUDO
VXEVLGLHV DUH QRW QHHGHG WR UHGXFH WKH HPSOR\HH¶V VKDUH� DQ\ H[FHVV FRXOG
VXEVLGL]H SDUW RI WKH HPSOR\HU¶V VKDUH DV ZHOO� WR FUHDWH DGGLWLRQDO LQFHQWLYHV IRU
HPSOR\HUV WR H[WHQG FRYHUDJH WR WKHLU ORZ�LQFRPH HPSOR\HHV� $V ZLWK WKH FXUUHQW

��� 2QH FRPSOH[LW\ LV WKDW HPSOR\HUV ZRXOG RQO\ KDYH GDWD RQ ZRUNHU LQFRPH DQG VXEVLGLHV
DUH EDVHG RQ KRXVHKROG LQFRPH VR� DV ZLWK WKH $&$ VXEVLGLHV� WKH SXEOLF RSWLRQ DGPLQLVWUDWRUV ZRXOG
QHHG WR KDYH DFFHVV WR WD[ GDWD RQ KRXVHKROG LQFRPH�

��� $V PHQWLRQHG HDUOLHU� WKHUH PD\ EH YDOXH LQ DOORZLQJ HPSOR\HUV FXUUHQWO\ SURYLGLQJ
HPSOR\HU VSRQVRUHG LQVXUDQFH WR WUDQVLWLRQ IURP FXUUHQW FRVW VKDULQJ DUUDQJHPHQWV WR WKH IL[HG
SHUFHQWDJHV DVVXPHG LQ WKH WH[W� )RU VLPSOLFLW\� WKH H[DPSOH JLYHQ DERYH DVVXPHV XQLIRUP FRVW�
VKDULQJ DUUDQJHPHQWV�

��� 2QH SRWHQWLDO GRZQVLGH RI WKLV DSSURDFK LV WKDW D SDUWLFLSDWLQJ HPSOR\HU FRXOG WKHRUHWLFDOO\
JDLQ LQIRUPDWLRQ DERXW DQ HPSOR\HH¶V KRXVHKROG LQFRPH E\ UHIHUHQFLQJ WKH HPSOR\HH¶V UHTXLUHG
HPSOR\HH FRQWULEXWLRQ IRU SXEOLF RSWLRQ FRYHUDJH� :KLOH ZH DFNQRZOHGJH WKDW VRPH HPSOR\HHV PD\
EH XQFRPIRUWDEOH ZLWK WKHLU HPSOR\HU JDLQLQJ DFFHVV WR VXFK LQIRUPDWLRQ� ZH EHOLHYH WKH EHQHILWV RI
DGYDQFHG VXEVLG\ FDOFXODWLRQ RXWZHLJK WKH GRZQVLGHV� JLYHQ KRZ FULWLFDO FDVK IORZ FDQ EH WR WKH
VXEVLGL]HG SRSXODWLRQ� )RU H[DPSOH� LI HPSOR\HHV FRXOG RQO\ UHFHLYH WKHLU SUHPLXP VXEVLG\ XSRQ
ILOLQJ WKHLU WD[ UHWXUQ IRU WKH \HDU� PDQ\ HOLJLEOH LQGLYLGXDOV PLJKW GHFOLQH WR HQUROO LQ FRYHUDJH
EHFDXVH WKH\ FRXOG QRW DIIRUG WR SD\ WKH XQVXEVLGL]HG SULFH XSIURQW�
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LQGLYLGXDO PDUNHW VXEVLGLHV� ILQDO VXEVLG\ DPRXQWV FRXOG EH UHFRQFLOHG ZKHQ DQ
HPSOR\HH ILOHV KLV RU KHU WD[ UHWXUQ IRU WKH \HDU� )LQDOO\� EHFDXVH WKH FXUUHQW
HPSOR\HU PDQGDWH LV EDVHG RQ ZKHWKHU WKH HPSOR\HU RIIHUV IXOO�WLPH HPSOR\HHV
DIIRUGDEOH FRYHUDJH� HPSOR\HUV SDUWLFLSDWLQJ LQ WKH SXEOLF RSWLRQ FRXOG EH GHHPHG
WR VDWLVI\ WKH HPSOR\HU PDQGDWH ZLWKRXW KDYLQJ WR HQJDJH LQ DQ\ FRPSOLFDWHG
FDOFXODWLRQV����

$GGUHVVLQJ WKH FXUUHQW VKRUWFRPLQJV RI WKH $&$¶V DIIRUGDELOLW\ WRROV WKURXJK
DQ HPSOR\HU SXEOLF RSWLRQ KDV DGYDQWDJHV RYHU DGGUHVVLQJ WKHP WKURXJK HLWKHU DQ
LQGLYLGXDO SXEOLF RSWLRQ RU WKH FXUUHQW HPSOR\HU�EDVHG V\VWHP� $V QRWHG DERYH�
SURYLGLQJ VXEVLGLHV WKURXJK DQ HPSOR\HU SXEOLF RSWLRQ SURPRWHV PRUH HTXLWDEOH
FRYHUDJH DPRQJ ORZHU DQG KLJKHU HDUQLQJ ZRUNHUV� 0RYLQJ WKH VXEVLGLHV LQWR DQ
HPSOR\HU SXEOLF RSWLRQ� UDWKHU WKDQ PRYLQJ HPSOR\HHV LQWR WKH $&$
0DUNHWSODFHV� DOVR HQDEOHV ORZ�LQFRPH ZRUNHUV WR EHQHILW IURP ERWK HPSOR\HU
VXEVLGLHV DQG $&$ VXEVLGLHV� ,Q HIIHFW� PDQ\ ZRXOG JHW QR�FRVW FRYHUDJH ZLWK WKH
FRPELQDWLRQ RI WKH WZR� ,W DOVR SODFHV OHVV EXUGHQ RQ ORZ�LQFRPH LQGLYLGXDOV ZKR�
LI SXVKHG LQWR $&$ 0DUNHWSODFHV� PXVW OHDUQ RI LQGLYLGXDO PDUNHW VXEVLGLHV DQG
GHFLGH LI WKH\ DUH EHWWHU RII ZLWK WKRVH VXEVLGLHV DQG DQ $&$ SODQ YHUVXV HPSOR\HU
VXEVLGLHV DQG DQ (6, SODQ� +DUQHVVLQJ WKH DELOLW\ RI HPSOR\HUV� SDUWLFXODUO\ ODUJH
HPSOR\HUV� WR HGXFDWH HPSOR\HHV� IDFLOLWDWH HQUROOPHQW� DQG VXEVLGL]H FRYHUDJH
RIIHUV GLVWLQFW DGYDQWDJHV RYHU VROXWLRQV WKDW UHO\ RQ LQGLYLGXDO LQLWLDWLYH�

,W LV HYHQ OHVV SODXVLEOH WR DGGUHVV WKH FXUUHQW VKRUWFRPLQJV WKURXJK H[LVWLQJ
HPSOR\HU SODQV� 'RLQJ VR ZRXOG EH GLIILFXOW IRU D KRVW RI UHDVRQV� LQFOXGLQJ WKH
ODFN RI VWDQGDUGL]DWLRQ DPRQJ HPSOR\HU SODQV DQG WKH QHHG WR KDYH D VRSKLVWLFDWHG
LQWHUIDFH EHWZHHQ HPSOR\HUV DQG WKH JRYHUQPHQW WR DGYDQFH SUHPLXP WD[ FUHGLWV�
+RZ ZRXOG WKH JRYHUQPHQW GHWHUPLQH WKH FRUUHFW OHYHO RI VXEVLG\� IRU H[DPSOH� LI
HPSOR\HU SODQV FDQ GLIIHU IXQGDPHQWDOO\ LQ WKHLU FRYHUDJH WHUPV DQG JHQHURVLW\"
:KLOH LQFRPH�EDVHG FRVW�VKDULQJ FRXOG SHUKDSV EH LPSOHPHQWHG ZLWKLQ WKH FXUUHQW
HPSOR\HU V\VWHP� GRLQJ VR ZRXOG LQYROYH VLJQLILFDQW GXSOLFDWLRQ RI HIIRUW DFURVV
WKRXVDQGV RI SODQV�

7R EH FOHDU� RXU SURSRVHG VROXWLRQV GR QRW DGGUHVV WKH XQLYHUVH RI GLVWRUWLRQV
DQG LQHTXLWLHV FDXVHG E\ WKH FXUUHQW WD[ WUHDWPHQW RI KHDOWK EHQHILWV DQG PHGLFDO
H[SHQVHV� :KLOH WKHUH DUH PDQ\� WKH EHVW NQRZQ DQG PRVW H[SHQVLYH LV WKH WD[
SUHIHUHQFH IRU HPSOR\HU�SURYLGHG FRYHUDJH� ZKLFK LV RQH RI RXU ODUJHVW WD[
H[SHQGLWXUHV� UHVXOWLQJ LQ DQ HVWLPDWHG ������ ELOOLRQ RI IRUJRQH UHYHQXH LQ ILVFDO
\HDU �������� %HFDXVH WKLV VXEVLG\ WDNHV WKH IRUP RI DQ H[FOXVLRQ IURP RWKHUZLVH

��� :KLOH GHHPLQJ WKH HPSOR\HU PDQGDWH VDWLVILHG LV D VWUDLJKWIRUZDUG UHJXODWRU\
VLPSOLILFDWLRQ ZKHUH WKH HPSOR\HU DOORZV DOO HPSOR\HHV WR HOHFW WKH SXEOLF RSWLRQ� D PRUH QXDQFHG
DSSURDFK PLJKW EH ZDUUDQWHG ZKHUH RQO\ FHUWDLQ HPSOR\HH VHJPHQWV DUH DEOH WR SDUWLFLSDWH�

��� -2,17 &200,77(( 21 7$;$7,21� (67,0$7( 2) )('(5$/ 7$; (;3(1',785(6 )25 ),6&$/
<($56 ���������� DW �� ������� %\ FRPSDULVRQ� WKH FRVW RI FXUUHQW H[FKDQJH�EDVHG VXEVLGLHV IRU
KHDOWK LQVXUDQFH LV HVWLPDWHG WR EH ���� ELOOLRQ LQ ILVFDO \HDU ����� ,G�
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WD[DEOH LQFRPH� WKH DPRXQW RI WKH VXEVLG\ YDULHV ZLWK DQ LQGLYLGXDO¶V PDUJLQDO WD[
UDWH� ZLWK WKH UHVXOW WKDW WKRVH LQ WKH KLJKHVW WD[ EUDFNHWV UHFHLYH D ODUJHU VXEVLG\
LQ DEVROXWH GROODUV �D VWUXFWXUH FRPPRQO\ UHIHUUHG WR LQ WKH WD[ OLWHUDWXUH DV DQ
³XSVLGH�GRZQ´ VXEVLG\�� DOWKRXJK ORZHU LQFRPH HPSOR\HHV PLJKW UHFHLYH D ODUJHU
VXEVLG\ DV D VKDUH RI LQFRPH� $OWKRXJK ZH GR QRW SURSRVH WR WDNH RQ WKLV ORQJ�
VWDQGLQJ DQG ORQJ�FULWLFL]HG WD[ EHQHILW DV SDUW RI RXU SXEOLF RSWLRQ SURSRVDO� ZH
QRWH WKDW UDWLRQDOL]LQJ SUHPLXP WD[ FUHGLWV DQG FRVW�VKDULQJ VXEVLGLHV EHWZHHQ WKH
HPSOR\HU DQG LQGLYLGXDO PDUNHWV ZRXOG DW OHDVW KHOS RIIVHW WKH XSVLGH�GRZQ QDWXUH
RI RWKHU WD[ EHQHILWV IRU HPSOR\HU�SURYLGHG FRYHUDJH����

�� 1HWZRUN DQG 5HLPEXUVHPHQW 5DWHV

$ VLQJXODU DGYDQWDJH WKH SXEOLF RSWLRQ FRXOG KDYH RYHU H[LVWLQJ HPSOR\HU
SODQV LV WKH DELOLW\ WR RIIHU D EURDG� XQUHVWULFWHG SURYLGHU QHWZRUN� 0RVW KRVSLWDOV
DQG PDQ\ GRFWRUV DFFHSW UHLPEXUVHPHQW IURP 0HGLFDUH� ZKLFK PHDQV WKDW
VRPHRQH ZKR KDV D SXEOLF RSWLRQ EDVHG RQ 0HGLFDUH²VR ORQJ DV SURYLGHU
SDUWLFLSDWLRQ LV WLHG WR 0HGLFDUH SDUWLFLSDWLRQ²ZRXOG KDYH D EURDG FKRLFH RI
SURYLGHUV� (YHQ WKRXJK PDQ\ HPSOR\HU SODQV KDYH UHODWLYHO\ EURDG QHWZRUNV� LW LV
SRVVLEOH WKDW DV HPSOR\HUV FRQWLQXH WR ZRUN WR FRQWURO KHDOWK FDUH VSHQGLQJ� PRUH
PD\ WXUQ WR QDUURZ QHWZRUNV� DV WKH $&$ LQGLYLGXDO SODQV KDYH GRQH� (YHQ
FRPSDUHG WR WKH FXUUHQW EDVHOLQH LQ HPSOR\HU SODQV� D VKLIW WR D SXEOLF RSWLRQ ZLOO
LQFUHDVH SURYLGHU FKRLFH IRU PDQ\ HPSOR\HHV�

,Q WKH VKRUW WHUP� KRZHYHU� VRPH SHRSOH PD\ ORVH DFFHVV WR D SURYLGHU ZKR
SDUWLFLSDWHV LQ WKHLU SULYDWH SODQ EXW QRW LQ 0HGLFDUH� 2YHU WLPH� LI PRUH ODUJH
HPSOR\HUV VHOHFWHG WKH SXEOLF RSWLRQ� PRUH DQG PRUH SURYLGHUV ZRXOG EH
FRPSHOOHG WR DFFHSW LW IRU UHLPEXUVHPHQW� EXW WKDW WLSSLQJ SRLQW FRXOG WDNH WLPH�

$ PDMRU SROLWLFDO DQG WHFKQRFUDWLF TXHVWLRQ LV ZKHWKHU WKH SXEOLF RSWLRQ LV
EDVHG RQ WUDGLWLRQDO� SXEOLF 0HGLFDUH� ZKLFK KDV DQ RSHQ QHWZRUN� RU 0HGLFDUH
$GYDQWDJH� 0HGLFDUH SODQV RSHUDWHG E\ SULYDWH LQVXUHUV WKDW KDYH PRUH QDUURZ
QHWZRUNV� :KLOH EDVLQJ D SXEOLF RSWLRQ RQ 0HGLFDUH $GYDQWDJH ZRXOG EH PRUH
DSSHDOLQJ WR WKH LQVXUDQFH LQGXVWU\ EHFDXVH LW ZRXOG JXDUDQWHH WKHP D PRUH
VXEVWDQWLYH UROH� DQG JUHDWHU H[FXVH IRU UHWDLQLQJ SURILWV� HQUROOHHV PLJKW EH ZRUVH
RII� FHUWDLQO\ LQ WHUPV RI QHWZRUN DQG LQ RWKHU UHJDUGV DV ZHOO���� 6LQFH HYLGHQFH

��� 7KH HPSOR\HU SXEOLF RSWLRQ PLJKW IHDVLEO\ RIIHU DQ RSSRUWXQLW\ WR VFDOH EDFN WKH WD[
H[FOXVLRQ IRU HPSOR\HU�SURYLGHG FRYHUDJH� LI GHVLUHG� )RU H[DPSOH� SDUWLFXODUO\ LI WKH SXEOLF RSWLRQ
LV H[SHFWHG WR ORZHU SUHPLXPV VLJQLILFDQWO\� &RQJUHVV FRXOG VSHFLI\ WKDW SUHPLXPV IRU WKH SXEOLF
RSWLRQ DUH LQHOLJLEOH IRU SUH�WD[ SD\PHQW ZKLOH� DW WKH VDPH WLPH� DGGLQJ $&$�VW\OH SUHPLXP
VXEVLGLHV IRU ORZ� DQG PRGHUDWH�LQFRPH HQUROOHHV WR DGGUHVV DIIRUGDELOLW\ IRU WKH SRSXODWLRQ PRVW LQ
QHHG� :LWK VXFK D FKDQJH� WKH SXEOLF RSWLRQ FRXOG EHJLQ D VKLIW DZD\ IURP D KLJKO\ FULWLFL]HG WD[
SROLF\� 7KDW VDLG� WKH SROLWLFDO RSSRVLWLRQ WR VXFK D PRYH PLJKW SURYH LQVXUPRXQWDEOH�

��� 6HH� H�J�� '$1,(/ 5� /(9,1621� ,163(&725 *(1�� 0(',&$5( $'9$17$*( $33($/
287&20(6 $1' $8',7 ),1',1*6 5$,6( &21&(516 $%287 6(59,&( $1' 3$<0(17 '(1,$/6 � �6HSW�
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KDV QRW \HW VXJJHVWHG D VWURQJ EHQHILW RI SULYDWHO\ DGPLQLVWHUHG 0HGLFDUH SODQV
DIWHU VHYHUDO GHFDGHV RI WHVWLQJ DQG EHFDXVH LQVXUHUV FDQ FRPPDQG D ODUJHU VKDUH
RI SURJUDP EXGJHW� ZH WKLQN LW LV EHWWHU SROLF\ WR EXLOG WKH HPSOR\HU SXEOLF RSWLRQ
RQ WUDGLWLRQDO 0HGLFDUH�

2QH RI WKH PRVW FRPSOLFDWHG DVSHFWV RI WKLV SURSRVDO LV KRZ WR VHW
UHLPEXUVHPHQW UDWHV WR SUHVHUYH WKLV ZLGH SURYLGHU QHWZRUN DQG LQ FDVHV ZKHUH
DGHTXDF\ FDQ EH D SDUWLFXODU SUREOHP� OLNH EHKDYLRUDO KHDOWK� WR JURZ LW� $OWKRXJK
ZH GR QRW EHJLQ WR VROYH WKLV DVSHFW KHUH� ZH QRWH ZK\ ZH WKLQN LW LV IHDVLEOH WR
PRYH WR D V\VWHP ZLWK UHLPEXUVHPHQW EDVHG RQ DQG FORVHU WR 0HGLFDUH UDWHV WKDQ
WR SULYDWH LQVXUDQFH UDWHV²DOWKRXJK QHFHVVDULO\ VRPHZKDW KLJKHU WKDQ FXUUHQW
0HGLFDUH UDWHV� $V QRWHG DERYH� SURYLGHUV SDUWLFLSDWH LQ ODUJH QXPEHUV LQ WKH
0HGLFDUH SURJUDP ERWK EHFDXVH RI WKH YROXPH EHQHILWV DQG EHFDXVH HYLGHQFH
VXJJHVWV WKDW 0HGLFDUH UDWHV ZHUH� XQWLO UHFHQWO\� VXIILFLHQW WKDW HIILFLHQW KRVSLWDOV
FRXOG SURILW EDVHG RQ WKHP���� ,Q UHFHQW \HDUV� WKH UDWHV KDYH GLSSHG VOLJKWO\ EHORZ
EUHDN�HYHQ� EXW ZRXOG UHTXLUH YHU\ OLWWOH XSZDUG DGMXVWPHQW WR HQDEOH
SURILWDELOLW\���� 5HLPEXUVHPHQW UDWHV FRXOG EH PDUNHG XS FRQVLGHUDEO\ RYHU
FXUUHQW 0HGLFDUH UDWHV WR HQVXUH DGHTXDWH SURYLGHU SDUWLFLSDWLRQ� ZKLOH VWLOO
RIIHULQJ FRVW VDYLQJV DV FRPSDUHG WR FXUUHQW SULYDWH UHLPEXUVHPHQW UDWHV�

2YHU WLPH� DQG DV PRUH HPSOR\HUV DGRSW D SXEOLF RSWLRQ� UDWHV FRXOG EH
DGMXVWHG WR HQVXUH FRQWLQXHG SURYLGHU SDUWLFLSDWLRQ� HVSHFLDOO\ E\ SURYLGHUV ZKR
DUH LPSRUWDQW WR WKH ODUJH HPSOR\HU PDUNHW� :KLOH D UHODWLYHO\ PRGHVW WUDQVIHU RI
HPSOR\HU�VSRQVRUHG SODQ HQUROOPHQW RYHU WR D SXEOLF RSWLRQ ZLWK UDWHV FORVH WR
FXUUHQW 0HGLFDUH UHLPEXUVHPHQW UDWHV ZRXOG QRW KDYH D VLJQLILFDQW LPSDFW RQ
KRVSLWDO UHYHQXHV� PRUH VXEVWDQWLDO PRYHPHQWV RI FRYHUDJH ZRXOG� :LWK VXFK
UHYHQXH GHFUHDVHV� SODQ GHVLJQ ZRXOG KDYH WR DFFRXQW IRU ZKDW OHYHOV RI GHFUHDVHV
DUH PDQDJHDEOH RSHUDWLRQDOO\ DQG� SHUKDSV PRUH LPSRUWDQW� SROLWLFDOO\� (PSOR\HU�
EDVHG SXEOLF RSWLRQ SODQV FRXOG KDYH D IRUPXOD IRU UHLPEXUVHPHQW LQFUHDVHV RYHU
WLPH DV WKH PDUNHW VKDUH RI WKRVH SODQV LQFUHDVHG� *LYHQ H[LVWLQJ LQHIILFLHQFLHV�
PDUJLQV VKRXOG QRW EH IXOO\ HTXDOL]HG� EXW ILQGLQJ WKH ULJKW OHYHO RI UHLPEXUVHPHQW
WKDW ZLOO PDLQWDLQ SURYLGHU VXSSO\ DQG VWLOO WULP RYHUDOO VSHQGLQJ ZLOO EH RQH RI WKH

������ KWWSV���RLJ�KKV�JRY�RHL�UHSRUWV�RHL�������������SGI �³+LJK RYHUWXUQ UDWHV RI DSSHDOHG GHQLDOV�
DQG ZLGHVSUHDG DQG SHUVLVWHQW &06 DXGLW ILQGLQJV DERXW LQDSSURSULDWH GHQLDOV� UDLVH FRQFHUQV WKDW
VRPH 0HGLFDUH $GYDQWDJH EHQHILFLDULHV DQG SURYLGHUV ZHUH GHQLHG VHUYLFHV DQG SD\PHQWV WKDW
VKRXOG KDYH EHHQ SURYLGHG´�� $0$1'$ 67$5&� :+2 %(1(),76 )520 0(',&$5( $'9$17$*("
������� KWWSV���UHSRVLWRU\�XSHQQ�HGX�FJL�YLHZFRQWHQW�FJL"DUWLFOH ����	FRQWH[W SHQQZKDUWRQSSL
�GHVFULELQJ OLPLWHG QHWZRUNV�� 7KH 8QLW\ 7DVN )RUFH KDV SURSRVHG DQ LQGLYLGXDO SXEOLF RSWLRQ EDVHG
RQ WUDGLWLRQDO 0HGLFDUH� QRW 0HGLFDUH $GYDQWDJH� EXW WKH VSDFH EHWZHHQ ZKDW LV RQ WKH SDJH LQ WKDW
SURSRVDO DQG ZKDW LV IHDVLEOH LQ &RQJUHVV PLJKW SURYH IRUPLGDEOH� 3UHVV 5HOHDVH� -RH%LGHQ�FRP�
%LGHQ�6DQGHUV 8QLW\ 7DVN )RUFH 5HFRPPHQGDWLRQV �� �-XO\ ������ KWWSV���MRHELGHQ�FRP�ZS�
FRQWHQW�XSORDGV���������81,7<�7$6.�)25&(�5(&200(1'$7,216�SGI�

��� /RSH] HW DO�� VXSUD QRWH ����
��� ,G�
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KDUGHVW DVSHFWV RI WKLV RU DQ\ UDWH�EDVHG UHIRUP�

�� 'HVLJQLQJ IRU 3RUWDELOLW\ DQG ,QWHJUDWLQJ ZLWK 0HGLFDLG

$Q HPSOR\HU SXEOLF RSWLRQ FRXOG EH GHVLJQHG WR DGGUHVV WZR FRPPRQ
FKDOOHQJHV ZLWK MRE�EDVHG EHQHILWV� FRYHUDJH GLVUXSWLRQV WKDW UHVXOW IURP MRE
FKDQJH RU MRE ORVV� DQG FKXUQ EHWZHHQ HPSOR\HU�SURYLGHG FRYHUDJH DQG 0HGLFDLG�

0HGLFDLG H[SDQVLRQ� HQDFWHG E\ WKH $&$� ZDV LQWHQGHG WR SURYLGH XQLYHUVDO
FRYHUDJH WR IDPLOLHV DW RU EHORZ ���� RI WKH IHGHUDO SRYHUW\ OHYHO���� ,Q WKRVH
VWDWHV WKDW KDYH HOHFWHG WR SDUWLFLSDWH LQ WKH 0HGLFDLG H[SDQVLRQ� WKH FRYHUDJH LV
W\SLFDOO\ SURYLGHG DW YHU\ ORZ RU QR FRVW WR SDUWLFLSDQWV� %HFDXVH HOLJLELOLW\ WR
SDUWLFLSDWH LV WLHG WR KRXVHKROG LQFRPH� PDQ\ LQGLYLGXDOV FKXUQ EHWZHHQ 0HGLFDLG
HOLJLELOLW\ DQG HPSOR\HU FRYHUDJH� HYHQ ZLWKLQ D VLQJOH \HDU� DV ZDJHV DQG KRXUV
IOXFWXDWH� 7KLV FKXUQ LV QRW RQO\ LQHIILFLHQW EXW KDV EHHQ VKRZQ WR UHVXOW LQ
VLJQLILFDQW FDUH GLVUXSWLRQV����

$Q HPSOR\HU SXEOLF RSWLRQ FRXOG LPSURYH FRQWLQXLW\ RI FRYHUDJH IRU ORZ�
LQFRPH ZRUNHUV ZKR FXUUHQWO\ FKXUQ EHWZHHQ 0HGLFDLG DQG HPSOR\HU�SURYLGHG
FRYHUDJH E\ VSHFLI\LQJ WKDW WKH SXEOLF RSWLRQ TXDOLILHV DV 0HGLFDLG H[SDQVLRQ
FRYHUDJH� ,I D ZRUNHU¶V SURMHFWHG LQFRPH IDOOV EHORZ ���� RI IHGHUDO SRYHUW\� WKH
LQGLYLGXDO DQG WKH HPSOR\HU ZRXOG FHDVH FRQWULEXWLQJ WR WKH FRVW RI FRYHUDJH� ZLWK
WKH 0HGLFDLG SURJUDP SD\LQJ WKH IXOO SUHPLXP IRU WKH SXEOLF RSWLRQ LQVWHDG�
HQDEOLQJ FRQWLQXLW\ RI FRYHUDJH WKURXJK WKH HPSOR\HU SODQ� 2QH FRPSOH[LW\ ZRXOG
EH WKDW ZKLOH PRVW RI WKH 0HGLFDLG IXQGLQJ IRU WKH H[SDQVLRQ SRSXODWLRQ LV IHGHUDO
DQG WKXV HDV\ WR WUDQVIHU WR WKH SXEOLF RSWLRQ� D VPDOO VKDUH LV VWDWH�IXQGHG DQG ZLOO
UHTXLUH D PHFKDQLVP WR UHGLUHFW VWDWH GROODUV� 7KLV DFFRXQWLQJ FKDOOHQJH LV VLPLODU
WR WKH FODZEDFN WKDW GUHZ VWDWH 0HGLFDLG GROODUV LQWR 0HGLFDUH ZKHQ WKH LQLWLDWLRQ
RI 0HGLFDUH 3DUW ' GUXJ FRYHUDJH DOOHYLDWHG VWDWH 0HGLFDLG SURJUDPV RI
VLJQLILFDQW GUXJ VSHQGLQJ UHVSRQVLELOLW\ IRU SHRSOH HOLJLEOH IRU ERWK 0HGLFDUH DQG

��� 6WDWHV� KRZHYHU� DUH QRW REOLJDWHG WR SDUWLFLSDWH LQ WKLV 0HGLFDLG H[SDQVLRQ� DQG FXUUHQWO\
IRXUWHHQ VWDWHV OHDYH WKLV SRSXODWLRQ XQFRYHUHG� 7KLV H[SDQGHG 0HGLFDLG FRYHUDJH XQGHU WKH $&$ LV
DOPRVW HQWLUHO\ IXQGHG E\ WKH IHGHUDO JRYHUQPHQW ZLWK YHU\ OLPLWHG RXW RI SRFNHW H[SHQVH IRU
EHQHILFLDULHV�

��� 2QH VWXG\ HVWLPDWHG WKDW DV PDQ\ DV KDOI RI DGXOWV ZLWK LQFRPH EHORZ ���� RI IHGHUDO
SRYHUW\ ZLOO PRYH EHWZHHQ 0HGLFDLG DQG LQGLYLGXDO PDUNHW VXEVLGLHV LQ D JLYHQ \HDU� %HQMDPLQ '�
6RPPHUV 	 6DUD 5RVHQEDXP� ,VVXHV LQ +HDOWK 5HIRUP� +RZ &KDQJHV LQ (OLJLELOLW\ 0D\ 0RYH
0LOOLRQV %DFN DQG )RUWK %HWZHHQ 0HGLFDLG DQG ,QVXUDQFH ([FKDQJHV� �� +($/7+$))6� ��� �������
ZKLOH D PRUH UHFHQW VWXG\ IRXQG WKDW� LQ VWDWHV WKDW KDG H[SDQGHG 0HGLFDLG� ����� RI LQGLYLGXDOV
ZLWK 0HGLFDLG FRYHUDJH IDFHG D FRYHUDJH GLVUXSWLRQ RYHU WKH FRXUVH RI D \HDU� $QQD /� *ROGPDQ 	
%HQMDPLQ '� 6RPPHUV� $PRQJ /RZ�,QFRPH $GXOWV (QUROOHG LQ 0HGLFDLG� &KXUQLQJ 'HFUHDVHG $IWHU
WKH $IIRUGDEOH &DUH $FW� �� +($/7+ $))6� �� ������� ,Q VWDWHV WKDW KDG QRW H[SDQGHG 0HGLFDLG�
����� RI 0HGLFDLG UHFLSLHQWV IDFHG GLVUXSWLRQ� &KXUQLQJ LV REYLRXVO\ LQHIILFLHQW� EXW LW KDV DOVR EHHQ
VKRZQ WR UHVXOW LQ GHOD\HG PHGLFDO FDUH� ORZHU XWLOL]DWLRQ RI SUHYHQWLYH FDUH� IHZHU SUHVFULSWLRQ
UHILOOV� DQG LQFUHDVHG HPHUJHQF\ GHSDUWPHQW YLVLWV� ,G�
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0HGLFDLG�
$V ZLWK SUHPLXP WD[ FUHGLWV DQG FRVW�VKDULQJ VXEVLGLHV� DGGUHVVLQJ 0HGLFDLG

FKXUQ WKURXJK DQ HPSOR\HU SXEOLF RSWLRQ SURYLGHV D VROXWLRQ WKDW SULYDWH HPSOR\HU
SODQV FRXOG QRW� EHFDXVH ZH FRXOG QRW� ZLWKRXW IXUWKHU UHJXODWLRQ� HQVXUH WKDW
SULYDWH HPSOR\HU SODQV RIIHU WKH EHQHILWV DQG FRVW�VKDULQJ VWUXFWXUHV WKDW ZRXOG EH
DSSURSULDWH IRU D 0HGLFDLG H[SDQVLRQ SRSXODWLRQ�

:LWK UHVSHFW WR WKH VHFRQG LVVXH RI FDUH GLVUXSWLRQV FDXVHG E\ MRE ORVV RU
FKDQJHV� WKH HPSOR\HU SXEOLF RSWLRQ DJDLQ SURYLGHV VRPH XQLTXH VROXWLRQV� 7KH
HDVLHVW VFHQDULR LV IRU DQ HPSOR\HH ZKR OHDYHV RQH HPSOR\HU WKDW KDV VHOHFWHG WKH
SXEOLF RSWLRQ IRU DQRWKHU WKDW KDV DOVR GRQH VR� 7KLV ZRXOG EH WKH LGHDO VHDPOHVV
WUDQVLWLRQ EHWZHHQ MREV ZLWK QR FKDQJH LQ EHQHILWV RU QHWZRUN� :KDW LV OHVV REYLRXV
LV KRZ WR PDQDJH FRQWLQXRXV FRYHUDJH IRU LQGLYLGXDOV ZKR OHDYH D MRE DQG UHPDLQ
XQHPSOR\HG RU EHJLQ ZRUN LQ RQH RI WKH LQFUHDVLQJ QXPEHU RI JLJ�HFRQRP\ MREV
ZLWKRXW FRYHUDJH� ,GHDOO\� DQ LQGLYLGXDO SXEOLF RSWLRQ ZRXOG EH LPSOHPHQWHG
DORQJVLGH WKH HPSOR\HU SXEOLF RSWLRQ� DQG WKH\ ZRXOG RIIHU LGHQWLFDO RU QHDUO\
LGHQWLFDO FRYHUDJH DQG QHWZRUNV� ,I WKDW ZHUH WKH FDVH� VRPHRQH ORVLQJ FRYHUDJH
WKURXJK WKH HPSOR\HU SXEOLF RSWLRQ FRXOG VKLIW WR WKH LQGLYLGXDO PDUNHW SXEOLF
RSWLRQ� ZLWK UHOHYDQW VXEVLGLHV� DQG QRW IDFH DQ\ FDUH GLVUXSWLRQV� 7KH DELOLW\ WR
PRYH IURP HPSOR\HU FRYHUDJH WR QHDUO\ LGHQWLFDO LQGLYLGXDO FRYHUDJH DW
VXEVLGL]HG UDWHV ZRXOG RIIHU D VXEVWDQWLDO LPSURYHPHQW RYHU WKH FXUUHQW V\VWHP�
ZKLFK RIWHQ UHVXOWV LQ GUDPDWLF VKLIWV LQ FRYHUDJH DQG SURYLGHUV IRU DIIHFWHG
LQGLYLGXDOV� QRW WR PHQWLRQ WKH VKHHU GLIILFXOW\ RI QDYLJDWLQJ WKH UHOHYDQW FKRLFHV
IROORZLQJ D ORVV RI MRE�EDVHG FRYHUDJH�

�� 5HJXODWRU\ 5HOLHI

:KLOH HPSOR\HUV SOD\ DQ LPSRUWDQW UROH LQ SURYLGLQJ KHDOWK LQVXUDQFH
FRYHUDJH WR ��� PLOOLRQ $PHULFDQV���� WKH FXUUHQW V\VWHP GHPDQGV WKDW HPSOR\HUV
QDYLJDWH FRPSOH[ OHJDO UHTXLUHPHQWV DQG PDNH VLJQLILFDQW ILQDQFLDO DQG KHDOWK
SROLF\ GHFLVLRQV� DV GHVFULEHG DERYH� $Q HPSOR\HU SXEOLF RSWLRQ RIIHUV WKH
SRVVLELOLW\ RI JUHDWO\ VLPSOLI\LQJ WKHLU UROH�

$ NH\ IHDWXUH RI D SXEOLF RSWLRQ IRU HPSOR\HUV VKRXOG EH WR VKLIW IURP WKH
HPSOR\HU WR WKH SXEOLF RSWLRQ QHDUO\ DOO DGPLQLVWUDWLYH WDVNV DQG OHJDO
UHVSRQVLELOLWLHV� 7R DFFRPSOLVK WKLV VLPSOLILHG HPSOR\HU H[SHULHQFH� (5,6$
VKRXOG EH DPHQGHG WR SURYLGH WKDW HPSOR\HU SDUWLFLSDWLRQ LQ WKH SXEOLF RSWLRQ GRHV
QRW FUHDWH DQ HPSOR\HH EHQHILW SODQ IRU SXUSRVHV RI (5,6$� WKHUHE\ UHOLHYLQJ
HPSOR\HUV RI DOO (5,6$ REOLJDWLRQV ZLWK UHVSHFW WR SXEOLF RSWLRQ SDUWLFLSDWLRQ�
2QFH DQ HPSOR\HU HOHFWV WR SDUWLFLSDWH LQ WKH SXEOLF RSWLRQ� LWV PDLQ UHVSRQVLELOLWLHV
VKRXOG EH OLPLWHG WR IDFLOLWDWLQJ HPSOR\HH HQUROOPHQW� SURFHVVLQJ SD\UROO

��� .$,6(5 )$0� )281'�� VXSUD QRWH ���
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FRQWULEXWLRQV� DQG WUDQVPLWWLQJ HQUROOPHQW LQIRUPDWLRQ WR WKH SXEOLF RSWLRQ� 7KH
SXEOLF RSWLRQ ZRXOG EH UHVSRQVLEOH IRU UHSRUWLQJ DQG GLVFORVXUH� FODLPV
DGPLQLVWUDWLRQ DQG DSSHDOV� DQG SXUVXLW RI UHLPEXUVHPHQW FODLPV�

&� 3RWHQWLDO ,QWHUHVW LQ DQ (PSOR\HU 3XEOLF 2SWLRQ

/DUJH HPSOR\HUV PD\ KDYH VRPH UHVHUYDWLRQV DERXW DEDQGRQLQJ SULYDWH
FRYHUDJH WKDW LV JHQHURXV DQG KLJKO\ YDOXHG E\ HPSOR\HHV� 6PDOO HPSOR\HUV ZRXOG
LQ PDQ\ ZD\V EH D PRUH REYLRXV WDUJHW IRU SXEOLF RSWLRQ SDUWLFLSDWLRQ� JLYHQ WKHLU
ZHOO�NQRZQ VWUXJJOHV WR RIIHU TXDOLW\ FRYHUDJH DW D FRPSHWLWLYH FRVW���� 7KDW VDLG�
WKHUH LV UHDVRQ WR EHOLHYH WKDW VRPH ODUJH HPSOR\HUV PLJKW ZHOFRPH WKH
RSSRUWXQLW\ WR UHOLQTXLVK WKH EXUGHQ RI UXQQLQJ D PLQL KHDOWK FDUH RSHUDWLRQ ZLWK
HVFDODWLQJ FRVWV� LI WKHUH ZHUH D JRRG HQRXJK DOWHUQDWLYH�

,W LV GLIILFXOW WR SUHGLFW KRZ HPSOR\HUV RI DQ\ VL]H DUH OLNHO\ WR UHDFW WR WKH
DYDLODELOLW\ RI D SXEOLF RSWLRQ� EXW LW VHHPV DV LI LQWHUHVW PD\ EH EUHZLQJ���� 2QH
VXUYH\ IRXQG WKDW ��� RI HPSOR\HUV ZRXOG FRQVLGHU D VLPSOLILHG KHDOWK SODQ
GHVLJQ UDWKHU WKDQ WKH FXVWRP VROXWLRQV FUHDWHG E\ PDQ\ ODUJH ILUPV� VXJJHVWLQJ
WKDW D SXEOLF RSWLRQ PD\ DSSHDO WR WKRVH FUDYLQJ VLPSOLFLW\���� $QRWKHU VXUYH\�
FRQGXFWHG RI FRPSDQLHV PRVWO\ ZLWK RQH WKRXVDQG RU PRUH HPSOR\HHV� UHSRUWHG
WKDW ��� LQGLFDWHG D 0HGLFDUH SXEOLF RSWLRQ FRXOG EH D KHOSIXO UHIRUP� HYHQ LI D
PDMRULW\ ZHUH UHVLVWDQW WR 0HGLFDUH IRU $OO���� ,Q D UHFHQW VXUYH\ RI FRUSRUDWH
H[HFXWLYHV E\ WKH .DLVHU )DPLO\ )RXQGDWLRQ DQG 3XUFKDVHU %XVLQHVV *URXS RQ
+HDOWK� ��� VDLG WKH\ EHOLHYH WKH FRVW RI SURYLGLQJ SULYDWH KHDOWK LQVXUDQFH WR
ZRUNHUV ZLOO EHFRPH XQVXVWDLQDEOH LQ WKH QH[W ���� \HDUV���� 2YHU ��� UHVSRQGHG
WKDW D VWURQJHU JRYHUQPHQW UROH LQ SURYLGLQJ FRYHUDJH DQG FRQWDLQLQJ FRVWV ZRXOG

��� 6HH *� (':$5' 0,//(5 	 3$75,&,$ .((1$1� 75(1'6 ,1 +($/7+ ,1685$1&( $7 35,9$7(
(03/2<(56� ��������� ������� KWWSV���PHSV�DKUT�JRY�GDWDBILOHV�SXEOLFDWLRQV�VW����VWDW����SGI�

��� 6HH� H�J�� 3KLO *DOHZLW]� :K\ 6RPH &(2V )LJXUH µ0HGLFDUH IRU $OO¶ LV *RRG IRU %XVLQHVV�
.$,6(5 +($/7+ 1(:6 �-XQH �� ������ KWWSV���NKQ�RUJ�QHZV�D�ODUJH�HPSOR\HU�IUDPHV�WKH�PHGLFDUH�
IRU�DOO�GHEDWH�� 6XVDQQDK /XWKL�:K\ (PSOR\HUV $UH )OLUWLQJ ZLWK WKH 3XEOLF 2SWLRQ� 32/,7,&2 �)HE�
�� ����� ���� $0�� KWWSV���ZZZ�SROLWLFR�FRP�QHZV������������HPSOR\HUV�KHDOWK�FDUH�SXEOLF�
RSWLRQ��������

��� -())5(< &� 0&*8,1(66� $0(5,&$1 +($/7+ 32/,&< ,167,787(� &+$1*,1* $77,78'(6
$021* /$5*( (03/2<(56 72:$5'6 +($/7+ &$5( '(/,9(5< � �������
KWWS���ZZZ�DPHULFDQKHDOWKSROLF\�RUJ�&RQWHQW�GRFXPHQWV�UHVRXUFHV�(PSOR\HUB$WWLWXGHVB7RZDUGVB
+&B'HOLYHU\�SGI�

��� 3XOVH RI WKH 3XUFKDVHU� 9LHZV RQ $IIRUGDELOLW\ DQG +HDOWK 5HIRUPV� 1$7¶/ $//�
+($/7+&$5( 385&+$6(5 &2$/6�� KWWSV���ZZZ�QDWLRQDODOOLDQFHKHDOWK�RUJ�ZZZ�UHVRXUFHV�
QHZ�SXOVH�RI�WKH�SXUFKDVHU �ODVW XSGDWHG )HE� ������

��� *$5< &/$;721 (7 $/�� +2: &25325$7( (;(&87,9(6 9,(: 5,6,1* +($/7+ &$5( &2676
$1' 7+( 52/( 2) *29(510(17 � �$SU� ������ KWWSV���ZZZ�SEJK�RUJ�ZS�
FRQWHQW�XSORDGV��������������+RZ�&RUSRUDWH�([HFXWLYHV�9LHZ�5LVLQJ�+HDOWK�&DUH�&RVWV�DQG�
WKH�5ROH�RI�*RYHUQPHQW�Y��SGI�
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EH EHWWHU IRU WKHLU EXVLQHVV DQG WKHLU HPSOR\HHV���� )LQDOO\� UHFHQW SROOLQJ E\ 'DWD
IRU 3URJUHVV VXJJHVWV D PDMRULW\ RI OLNHO\ YRWHUV VXSSRUWV DQ HPSOR\HU SXEOLF
RSWLRQ� ZKLFK FRXOG LQIOXHQFH HPSOR\HU UHFHSWLYLW\����

:KLOH WKHVH SROOV GR QRW SUHFLVHO\ PHDVXUH HPSOR\HU UHFHSWLYLW\ WR RXU
SURSRVDO� FRQFHSWXDOO\ WKH\ VXJJHVW WKDW HYHQ ODUJH HPSOR\HUV PLJKW EH LQFOLQHG
WR FRQVLGHU D SXEOLF RSWLRQ� HVSHFLDOO\ ZLWK WKH ULJKW SROLF\ GHVLJQ DQG LQFHQWLYHV�
2YHU WKH SDVW VHYHUDO GHFDGHV DV KHDOWK FDUH FRVW JURZWK KDV H[FHHGHG LQIODWLRQ
DQG OHJDO FRPSOLDQFH FRVWV KDYH LQFUHDVHG� PDQDJLQJ D KHDOWK SODQ KDV EHFRPH
LQFUHDVLQJO\ EXUGHQVRPH� 0DQ\ ODUJH HPSOR\HUV KDYH KDG WR UHGHVLJQ SODQV
VHYHUDO WLPHV WR GHDO ZLWK WKHVH FRVWV LQFUHDVHV� VKXIIOLQJ FRVW LQFUHDVHV RQWR
HPSOR\HHV LQ WKH IRUP RI ODUJHU FRVW VKDULQJ� ZKLFK FDQ VWUDLQ UHODWLRQVKLSV ZLWK
HPSOR\HHV�

$V LOOXVWUDWLRQ RI HPSOR\HU IUXVWUDWLRQ ZLWK WKH VWDWXV TXR� VRPH RI WKH ODUJHVW
HPSOR\HUV²$PD]RQ� %HUNVKLUH +DWKDZD\� DQG -30RUJDQ &KDVH²MRLQHG IRUFHV
LQ HDUO\ ���� WR FUHDWH D QHZ YHQWXUH� +DYHQ +HDOWKFDUH� WR DWWHPSW WR
IXQGDPHQWDOO\ UHVWUXFWXUH KRZ WKHLU FROOHFWLYH HPSOR\HHV JHW KHDOWK FDUH� 7KH\
UHFUXLWHG $WXO *DZDQGH� D OHDGLQJ YRLFH RQ KHDOWK FDUH LQQRYDWLRQ WR UXQ +DYHQ����
7KHQ� DIWHU D VKRUW SHULRG LQ WKLV UROH� *DZDQGH VWHSSHG EDFN LQ 0D\ ����� DQG WKH
FKLHI RSHUDWLQJ RIILFHU VWHSSHG GRZQ DIWHU QLQH PRQWKV� VXJJHVWLQJ VRPH
KXUGOHV���� ,Q -DQXDU\ ����� WKH ZKROH HQWHUSULVH IROGHG���� /LNHZLVH� :DOPDUW
FUHDWHG &DUH &OLQLFV IRU LWV HPSOR\HHV WKDW LW LV QRZ UROOLQJ RXW WR WKH EURDGHU
SXEOLF� ZKRVH LPSDFW UHPDLQV WR EH VHHQ���� (PSOR\HUV LQFUHDVLQJO\ ZDQW EHWWHU
KHDOWK FDUH RSWLRQV WKDQ WKH VWDWXV TXR� DQG PRVW ZLOO VWUXJJOH WR LQYHQW LW
WKHPVHOYHV�

,I RQO\ D IHZ ODUJH HPSOR\HUV ZHUH WR PRYH WKHLU HPSOR\HHV LQWR D SXEOLF
RSWLRQ� LW FRXOG FUHDWH D FDVFDGLQJ HIIHFW� 7KH WRS WZHQW\ ODUJHVW HPSOR\HUV LQ
����� LQFOXGLQJ :DOPDUW� $PD]RQ� 836� .URJHU� DQG +RPH 'HSRW� DORQH
HPSOR\HG RQ WKH RUGHU RI WHQ PLOOLRQ SHRSOH���� ,I HYHQ MXVW D IHZ RI WKHP ZHUH WR

��� ,G�
��� (7+$1 :,17(5 	 -$&2% 6� +$&.(5� '$7$ )25 352*5(66� 927(56 6833257 $ 38%/,&

237,21 )25 +($/7+ ,1685$1&( � �2FW� ������ KWWSV���ILOHVIRUSURJUHVV�RUJ�PHPRV�D�SXEOLF�RSWLRQ�
IRU�KHDOWK�LQVXUDQFH�SGI�

��� $WXO *DZDQGH� $ 0HVVDJH IURP 2XU &KDLUPDQ� +$9(1 +($/7+ &$5(�
KWWSV���KDYHQKHDOWKFDUH�FRP� �ODVW YLVLWHG 'HF� ��� ������

��� $OLD 3DDYROD� +DYHQ 6HHV ([RGXV RI ([HFV� � 7KLQJV WR .QRZ� %(&.(5¶6 +263� 5(9� �$XJ�
�� ������ KWWSV���ZZZ�EHFNHUVKRVSLWDOUHYLHZ�FRP�KRVSLWDO�PDQDJHPHQW�DGPLQLVWUDWLRQ�KDYHQ�VHHV�
H[RGXV�RI�H[HFV���WKLQJV�WR�NQRZ�KWPO�

��� 6HEDVWLDQ +HUUHUD 	.LPEHUO\ &KLQ� $PD]RQ� %HUNVKLUH +DWKDZD\� -30RUJDQ (QG +HDOWK�
&DUH 9HQWXUH +DYHQ� :$// 67� -� �-DQ� �� ������ KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�DPD]RQ�EHUNVKLUH�
KDWKDZD\�MSPRUJDQ�HQG�KHDOWK�FDUH�YHQWXUH�KDYHQ�������������

��� (OLVH 5HXWHU�:DOPDUW 'LYXOJHV 3ODQV IRU µ+HDOWKFDUH 6XSHUFHQWHUV¶� 0('&,7<1(:6 �-XQH
��� ������ KWWSV���PHGFLW\QHZV�FRP���������ZDOPDUW�GLYXOJHV�SODQV�IRU�KHDOWKFDUH�VXSHUFHQWHUV��

��� /LVW RI /DUJHVW 8QLWHG 6WDWHV�%DVHG (PSOR\HUV *OREDOO\�
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RIIHU SXEOLF FRYHUDJH IRU HPSOR\HHV DQG WKHLU GHSHQGHQWV� WKH QXPEHU RI HQUROOHHV
ZRXOG DGG XS TXLFNO\ DQG ZRXOG JHQHUDWH D VWURQJ LQFHQWLYH IRU UHJXODWRUV WR IRFXV
DWWHQWLRQ RQ JHWWLQJ SURJUDPPDWLF GHWDLOV ULJKW� LQ SDUWQHUVKLS ZLWK WKH HDUO\
DGRSWHUV ZKR ZRXOG EH DEOH WR KHOS VKDSH WKH SURJUDP�

$ SXEOLF RSWLRQ SURJUDP FRXOG EH GHVLJQHG ZLWK DGGLWLRQDO LQFHQWLYHV WR
HQFRXUDJH ODUJH EXVLQHVVHV WR EH HDUO\ DGRSWHUV WR FRXQWHUEDODQFH LQHUWLDO HIIHFWV�
)RU H[DPSOH� DV GLVFXVVHG LQ 3DUW ,,� SDUWLFLSDWLQJ HPSOR\HUV ZRXOG QHHG WR
FRQWULEXWH WR ILQDQFLQJ WKH SXEOLF RSWLRQ� 7KHUH FRXOG EH ORZHU FRQWULEXWLRQ UDWHV
IRU HPSOR\HUV ZKR RSW�LQ GXULQJ WKH LQLWLDO \HDUV� LQFUHDVLQJ HYHU\ \HDU WKHUHDIWHU
XS WR D PD[LPXP DPRXQW�

%XVLQHVVHV WKDW KDYH QRW VHOHFWHG WKH SXEOLF RSWLRQPLJKW ZRUU\ WKDW WKH SXEOLF
SODQ ZLWK SURYLGHU UHLPEXUVHPHQW FORVHU WR 0HGLFDUH UDWHV ZRXOG WUDQVODWH LQWR
FRVW VKLIWLQJ RQWR WKHP� ZKHUH SURYLGHUV FKDUJH KLJKHU SULFHV WR WKRVH SULYDWH
SODQV� 6XFK SUDFWLFHV DUH SRVVLEOH� DW OHDVW LQ VRPH UHJLRQV ZKHUH SURYLGHUV KDYH
RXWVL]HG EDUJDLQLQJ SRZHU DQG VHHN WR UHFDSWXUH DQ\ ORVW UHYHQXH ZKHQ VRPH VKDUH
RI WKHLU SDWLHQW SRSXODWLRQ VKLIWV WR D ORZHU�UHLPEXUVLQJ SXEOLF RSWLRQ���� :KLOH
WKLV PLJKW FDXVH HPSOR\HU RSSRVLWLRQ LQLWLDOO\� LW PLJKW DOVR OHDG WR WKH XOWLPDWH
VXFFHVV RI DQ HPSOR\HU SXEOLF RSWLRQ DV LQFUHDVLQJ QXPEHUV RI HPSOR\HUV GHFLGH
WKH SXEOLF RSWLRQ RIIHUV WKH EHVW PHFKDQLVP IRU FRQWUROOLQJ FRVWV�

7KH $&$ OLNHZLVH RIIHUV VRPH UHDVRQ WR EH FLUFXPVSHFW DERXW HQWKXVLDVP IRU
SODQV WR GLVSODFH H[LVWLQJ SULYDWH HPSOR\HU FRYHUDJH� $V ZH VDZ ZLWK WKH VPDOO
EXVLQHVV KHDOWK RSWLRQV SURJUDP �6+23� HVWDEOLVKHG E\ WKH $&$� UROORXW QHHGV WR
EH FDUHIXOO\ PDQDJHG WR DYRLG HDUO\ GLVDVWHUV� SDUWLFXODUO\ RI D WHFKQRORJLFDO
QDWXUH� :KLOH 6+23 KHOG WKHRUHWLFDO DSSHDO²GHVLJQHG WR RIIHU D FRQYHQLHQW
PHWKRG IRU VPDOO HPSOR\HUV WR VKRS IRU FRYHUDJH DQG WR RIIHU D YDULHW\ RI FRYHUDJH
FKRLFHV WR HPSOR\HHV²LW IHOO IDU VKRUW LQ SUDFWLFH�9HU\ IHZ VPDOO HPSOR\HUV FKRVH
WR XVH WKH 6+23 H[FKDQJHV LQ WKH HDUO\ \HDUV� ZLWK 6+23 HQUROOLQJ OHVV WKDQ RQH
SHUFHQW RI WKH VPDOO JURXS PDUNHW LQ LWV RIILFLDO ODXQFK LQ �������� 7RGD\� 6+23
H[FKDQJHV EDUHO\ H[LVW���� :KLOH PDQ\ IDFWRUV FRQWULEXWHG WR WKH JHQHUDO IDLOXUH RI

KWWSV���HQ�ZLNLSHGLD�RUJ�ZLNL�/LVWBRIBODUJHVWB8QLWHGB6WDWHV�(�������EDVHGBHPSOR\HUVBJOREDOO
\ �ODVW YLVLWHG 0DU� ��� ������

��� 6HH -DPHV 5RELQVRQ� +RVSLWDOV 5HVSRQG WR 0HGLFDUH 3D\PHQW 6KRUWIDOOV E\ %RWK 6KLIWLQJ
&RVWV DQG &XWWLQJ 7KHP� %DVHG RQ 0DUNHW &RQFHQWUDWLRQ� �� +($/7+ $))6� ���� �������

��� 8�6� *29¶7 $&&2817$%,/,7< 2))�� *$2�������� 3ULYDWH +HDOWK ,QVXUDQFH� (QUROOPHQW
5HPDLQV &RQFHQWUDWHG $PRQJ )HZ ,VVXHUV� ,QFOXGLQJ LQ ([FKDQJHV �� �������

��� ,Q ����� &06 DQQRXQFHG WKDW HIIHFWLYH -DQXDU\ �� ����� WKH IHGHUDO JRYHUQPHQW ZRXOG QR
ORQJHU KDQGOH VPDOO EXVLQHVV KHDOWK RSWLRQV SURJUDP �6+23� IXQFWLRQV IRU VWDWHV WKDW FKRVH QRW WR
RSHUDWH WKHLU RZQ 6+23 H[FKDQJHV� 7LPRWK\ -RVW� &06 $QQRXQFHV 3ODQV WR (IIHFWLYHO\ (QG WKH
6+23 ([FKDQJH� +($/7+ $))6� %/2* �0D\ ��� ������
KWWSV���ZZZ�KHDOWKDIIDLUV�RUJ�GR���������KEORJ����������������IXOO�� 6+23 0DUNHWSODFH
(QUROOPHQW DV RI -DQXDU\ ����� &06 �0D\ ��� ������ KWWSV���ZZZ�FPV�JRY�&&,,2�5HVRXUFHV�'DWD�
5HVRXUFHV�'RZQORDGV�6+23�0DUNHWSODFH�(QUROOPHQW�'DWD�SGI� $V RI ����� RQO\ WHQ VWDWHV DQG WKH
'LVWULFW RI &ROXPELD PDLQWDLQ DQ\ W\SH RI 6+23 SODWIRUP� 6HH /RXLVH 1RUULV� &DQ 6PDOO %XVLQHVVHV
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6+23� HDUO\ WHFKQLFDO SUREOHPV DQG EURNHU RSSRVLWLRQ ZHUH NH\ HOHPHQWV����
6PDOO HPSOR\HUV PD\� EDVHG LQ SDUW RQ WKH IDLOXUH RI 6+23� KDYH OLWWOH WUXVW

LQ IHGHUDO VROXWLRQV WR KHDOWK FDUH� <HW LI ODUJH HPSOR\HUV ZHUH WR JHW RQ ERDUG ILUVW
ZLWK VXFFHVVIXO UHVXOWV� VPDOO HPSOR\HUV PLJKW IROORZ� 6PDOO HPSOR\HUV KDYH PRUH
UHDVRQ WKDQ ODUJH HPSOR\HUV WR ZDQW WR RXWVRXUFH KHDOWK EHQHILWV DQG KDYH PRUH
H[SOLFLWO\ YRLFHG WKHLU SUHIHUHQFH WR GR VR WKURXJK D SXEOLF RSWLRQ���� 3HUKDSV WKH
NH\ WDNHDZD\ RI WKH 6+23 H[SHULHQFH LV WKDW DQ\ HPSOR\HU SXEOLF RSWLRQ²
UHJDUGOHVV RI ZKHUH LW LV RIIHUHG²PXVW UROO RXW VPRRWKO\ DQG VWUDWHJLFDOO\ WR
RYHUFRPH LQHUWLD DQG RWKHU EDUULHUV�

:H DOVR NQRZ IURP SUHYLRXV KHDOWK FDUH UHIRUP HIIRUWV WKDW WKH VXSSRUW RU
RSSRVLWLRQ RI LQVXUHUV FDQ EH FULWLFDO���� (IIRUWV WR FUHDWH D SXEOLF RSWLRQ LQ
&RQQHFWLFXW ZHUH GHIHDWHG LQ SDUW EHFDXVH RI RSSRVLWLRQ E\ &LJQD DQG $HWQD� WZR
RI WKH VWDWH¶V WRS HPSOR\HUV DQG WKH VWDWH¶V ODUJHVW LQVXUDQFH FRPSDQLHV���� <HW� LI
D IHGHUDO SXEOLF RSWLRQ IRFXVHG RQ WKH ODUJHVW HPSOR\HUV� LQVXUDQFH RSSRVLWLRQ
PLJKW EH HDVLHU WR PDQDJH� 0RVW RI WKH ODUJHVW HPSOR\HUV VHOI�LQVXUH���� ZKLFK
UHGXFHV WKH UROH IRU LQVXUDQFH FRPSDQLHV WR WKDW RI D WKLUG�SDUW\ DGPLQLVWUDWRU�
:KLOH LQVXUHUV DUH SDLG D SHU FDSLWD PRQWKO\ IHH IRU VXFK DGPLQLVWUDWLYH ZRUN� LW LV
W\SLFDOO\ D OHVV SURILWDEOH VHFWRU WKDQ LQVXUDQFH� ZKLFK DOORZV WKH LQVXUHU WR NHHS
DW OHDVW D FHUWDLQ SHUFHQWDJH RI ³H[SHULHQFH JDLQV�´��� 7KDW VDLG� SURYLGLQJ

8VH WKH $&$¶V +HDOWK ,QVXUDQFH 0DUNHWSODFHV �([FKDQJHV�"� +($/7+,1685$1&(�25* �-XQH ��
������ KWWSV���ZZZ�KHDOWKLQVXUDQFH�RUJ�IDTV�LYH�KHDUG�D�ORW�DERXW�KHDOWK�LQVXUDQFH�H[FKDQJHV�EXW�
ZKDW�DUH�VKRS�H[FKDQJHV��\HDUURXQG�

��� /,1'$ -� %/80%(5* 	 6+$11$ 5,).,1� ($5/< ���� 67$.(+2/'(5 (;3(5,(1&(6 :,7+
60$//�%86,1(66 0$5.(73/$&(6 ,1 (,*+7 67$7(6 �� � �������
KWWSV���ZZZ�XUEDQ�RUJ�VLWHV�GHIDXOW�ILOHV�SXEOLFDWLRQ��������������(DUO\�6WDNHKROGHU�
([SHULHQFHV�ZLWK�6PDOO�%XVLQHVV�0DUNHWSODFHV�LQ�(LJKW�6WDWHV�3')� VHH DOVR 5+(77 %877/( (7
$/�� 60$//�%86,1(66 2:1(56¶ 9,(:6 21 +($/7+ &29(5$*( $1' &2676 � ������ ���� UHSRUWLQJ
WKH\ UHO\ RQ D EURNHU WR FKRRVH D KHDOWK SODQ�� 0DUVKDOO $OOHQ� ,QVXUHUV +DQG 2XW &DVK DQG *LIWV WR
6ZD\ %URNHUV :KR 6HOO (PSOR\HU +HDOWK 3ODQV� 135 �)HE� ��� ����� ���� $0��
KWWSV���ZZZ�QSU�RUJ�VHFWLRQV�KHDOWK�VKRWV����������������������LQVXUHUV�KDQG�RXW�FDVK�DQG�JLIWV�
WR�VZD\�EURNHUV�ZKR�VHOO�HPSOR\HU�KHDOWK�SODQV �GHWDLOLQJ WKH VLJQLILFDQW ILQDQFLDO LQFHQWLYHV
DYDLODEOH WR EURNHUV ZKR KHOS VPDOO HPSOR\HUV VHOHFW JURXS KHDOWK FRYHUDJH RXWVLGH RI 6+23
H[FKDQJHV��

��� 6HH� H�J�� 3UHVV 5HOHDVH� +XQWHU 5DLOH\� &ROR� 'LU� IRU 6PDOO %XV� 0DMRULW\� 1HZ 5HSRUW RQ
3XEOLF 2SWLRQ 2SHQV WKH 'RRU IRU 0RUH +HDOWKFDUH &KRLFHV IRU &RORUDGR 6PDOO %XVLQHVVHV �1RY�
��� ������ KWWSV���VPDOOEXVLQHVVPDMRULW\�RUJ�SUHVV�UHOHDVH�QHZ�UHSRUW�SXEOLF�RSWLRQ�RSHQV�GRRU�
PRUH�KHDOWKFDUH�FKRLFHV�FRORUDGR�VPDOO�EXVLQHVVHV �VPDOO EXVLQHVV PDMRULW\ LQ &RORUDGR YRLFLQJ
VXSSRUW IRU SXEOLF RSWLRQ EDVHG RQ 0HGLFDUH��

��� 6KHIDOL /XWKUD� ,QVXUHUV 6DQN &RQQHFWLFXW¶V µ3XEOLF 2SWLRQ�¶ :RXOG D 1DWLRQDO 9HUVLRQ
6XUYLYH"� .$,6(5 +($/7+ 1(:6 �0DU� �� ������ KWWSV���NKQ�RUJ�QHZV�FRQQHFWLFXW�SXEOLF�RSWLRQ�
EDWWOH�LQVXUHUV�SXVKEDFN�IHGHUDO�KHDOWK�FDUH�UHIRUP��

��� ,G�
��� .)) +HDOWK %HQHILWV ����� VXSUD QRWH ��� DW ���� 1LQHW\�WZR SHUFHQW RI ILUPV ZLWK ���� RU

PRUH ZRUNHUV VHOI�LQVXUH� ,G� DW ���� )LJ� �����
��� :KLOH WKHUH LV DOPRVW QR SXEOLFO\ DYDLODEOH LQIRUPDWLRQ RQ WKH UHODWLYH SURILWDELOLW\ RI
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DGPLQLVWUDWLYH VHUYLFHV IRU VHOI�LQVXUHG SODQV LV D FRUH SDUW RI PRVW KHDOWK LQVXUHUV¶
EXVLQHVV� ,QVXUHU RSSRVLWLRQ WR DQ HPSOR\HU SXEOLF RSWLRQ PLJKW EH OHVVHQHG WR WKH
H[WHQW WKDW D SXEOLF RSWLRQ UHWDLQV DQ H[SOLFLW UROH IRU SULYDWH LQVXUHUV DV
DGPLQLVWUDWRUV� DOWKRXJK LW ZRXOG EH QDwYH WR H[SHFW LQVXUHUV WR HPEUDFH DQ LGHD
WKDW ZRXOG HYHQWXDOO\ HURGH PXFK RI WKHLU EXVLQHVV DQG SURILWV� /LNHZLVH� PDQ\
SURYLGHUV ZLOO UHVLVW WKH LGHD VLQFH LW ZLOO� E\ GHILQLWLRQ� PHDQ D GHFUHDVH LQ UHYHQXH
IRU WKHP���� $OUHDG\ RSSRVLWLRQ LV EUHZLQJ WR HIIRUWV WR UHSODFH MRE�EDVHG KHDOWK
EHQHILWV� DV HYLQFHG E\ D -XO\ ��� ����� OHWWHU IURP DOO 5HSXEOLFDQ PHPEHUV RI WKH
+RXVH (QHUJ\ DQG &RPPHUFH &RPPLWWHH WR +HDOWK DQG +XPDQ 6HUYLFHV 6HFUHWDU\
;DYLHU %HFHUUD DQG /DERU 6HFUHWDU\ 0DUW\ :DOVK HPSKDVL]LQJ WKH ³FULWLFDO
LPSRUWDQFH RI HPSOR\HU�VSRQVRUHG KHDOWK LQVXUDQFH�´���

6RPH ODUJH HPSOR\HUV� KRZHYHU� PD\ VXSSRUW WKH LGHD DQG JHW EHKLQG LW
SROLWLFDOO\� /DERU XQLRQV PD\ VXSSRUW DQ HPSOR\HU�EDVHG SXEOLF RSWLRQ DW JUHDWHU
OHYHOV WKDQ 0HGLFDUH IRU $OO� 'XULQJ WKH OHDGXS WR WKH $&$� PDMRU ODERU XQLRQV
SXEOLFO\ VXSSRUWHG WKH LQFOXVLRQ RI DQ LQGLYLGXDO SXEOLF RSWLRQ���� :LWK UHVSHFW WR
0HGLFDUH IRU $OO� VRPH XQLRQV VXSSRUW LW RQ WKH EDVLV WKDW LW ZRXOG DOORZ XQLRQV WR
IRFXV PRUH LQWHQWO\ RQ RWKHU EDUJDLQLQJ LVVXHV VXFK DV ZDJHV� 2WKHU XQLRQV RSSRVH
LW EHFDXVH WKH\ GR QRW ZDQW WR JLYH XS WKHLU EDUJDLQHG�IRU KHDOWK EHQHILWV� ZKHQ
PRUH JHQHURXV WKDQ 0HGLFDUH����

$ NH\ DGYDQWDJH RI D SXEOLF RSWLRQ IRU HPSOR\HUV LV WKDW LW DOORZV XQLRQ SODQV
WR VWD\ LQ SODFH� FRQVLVWHQW ZLWK 3UHVLGHQW %LGHQ¶V FDPSDLJQ SURPLVH� ³,I \RX KDYH
D JHQHURXV XQLRQ�EDFNHG SODQ DQG \RX KDYH JLYHQ XS XQLRQ ZDJHV WR JHW WKDW SODQ�

LQVXUHG OLQHV RI EXVLQHVV FRPSDUHG WR DGPLQLVWUDWLYH�RQO\ FRQWUDFWV� EDVLF HFRQRPLF SULQFLSOHV ZRXOG
VXJJHVW WKDW LQVXUHUV FRXOG FKDUJH D ULVN SUHPLXP IRU WDNLQJ RQ WKH XQFHUWDLQW\ RI PHGLFDO H[SHQVHV
LQ D IXOO\ LQVXUHG DUUDQJHPHQW� 6RPH VXSSRUW IRU WKLV SRVLWLRQ FDQ EH VHHQ LQ KHDOWK LQVXUHUV¶ VHFXULW\
ILOLQJV� 6HH� H�J��&96+($/7+&253�$118$/5(3257 �)250���.� �� �)HE� ��� ����� �³2XU ,QVXUHG
+HDOWK &DUH %HQHILWV SURGXFWV WKDW LQYROYH JUHDWHU SRWHQWLDO ULVN JHQHUDOO\ WHQG WR EH PRUH SURILWDEOH
WKDQ RXU >DGPLQLVWUDWLYH VHUYLFHV FRQWUDFW@ SURGXFWV´��

��� ,W PD\ EH SRVVLEOH� KRZHYHU� WR ZLQ RYHU VRPH SURYLGHUV ZLWK WKH DGPLQLVWUDWLYH
VLPSOLILFDWLRQ WKDW D ZLGHO\ DGRSWHG HPSOR\HU SXEOLF RSWLRQ FRXOG EULQJ� 6HH 6DQGHHS -DXKDU� 7KH
&UXVKLQJ %XUGHQ RI +HDOWKFDUH 0LFURUHJXODWLRQ� :$// 67� -� �$SU� ��� ����� �GHVFULELQJ SK\VLFLDQ
GLVVDWLVIDFWLRQ ZLWK WKH DGPLQLVWUDWLYH EXUGHQV FUHDWHG E\ PXOWLSOH SD\RUV��

��� /HWWHU IURP &RPP� RQ (GXF� DQG /DE�� 8�6� +�5�� WR ;DYLHU %HFHUUD� 6HF¶\ RI +HDOWK DQG
+XP� 6HUYV� DQG 0DUWLQ :DOVK� 6HF¶\ RI /DE� �-XO\ ��� ������ KWWSV���UHSXEOLFDQV�
HGODERU�KRXVH�JRY�XSORDGHGILOHV�HVLBOHWWHUB�BILQDO�SGI�

��� +HOHQ $� +DOSLQ 	 3HWHU +DUEDJH� 7KH 2ULJLQV DQG 'HPLVH RI WKH 3XEOLF 2SWLRQ� ��
+($/7+ $))6� ����� ���� �������

��� $PDQGD %HFNHU� 'HPRFUDWV¶ 0HGLFDUH IRU $OO 0XVW &RQVLGHU 8QLRQ�:RQ 3ODQV� $)/�
&,2� 5(87(56 �$XJ� ��� ������ KWWSV���ZZZ�UHXWHUV�FRP�DUWLFOH�XV�XVD�HOHFWLRQ�
KHDOWKFDUH�GHPRFUDWV�PHGLFDUH�IRU�DOO�SODQV�PXVW�FRQVLGHU�XQLRQ�QHJRWLDWHG�KHDOWK�SODQV�DIO�FLR�
FKLHI�LG86.&1�9-���� ,DQ .XOOJUHQ 	 $OLFH 0LUDQGD 2OOVWHLQ� /DERU¶V &LYLO :DU 2YHU µ0HGLFDUH
IRU $OO¶ 7KUHDWHQV LWV ���� &ORXW� 32/,7,&2 �)HE� ��� ������ 0DWW 3HDUFH� &DQGLGDWHV¶ 7DON RI
µ0HGLFDUH IRU $OO¶ 0DNHV 6RPH 8QLRQV 1HUYRXV� +HUH¶V :K\� /$ 7,0(6 �'HF� ��� ������
KWWSV���ZZZ�ODWLPHV�FRP�SROLWLFV�VWRU\������������ZK\�VRPH�XQLRQV�DUH�QHUYRXV�DERXW�PHGLFDUH�
IRU�DOO�
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\RX FDQ NHHS LW�´��� ,QGHHG� LI KHDOWK EHQHILWV DUH VXEMHFW WR D FROOHFWLYH EDUJDLQLQJ
DJUHHPHQW� WKH\ ZRXOG UHPDLQ XQFKDQJHG XQGHU WKLV SURSRVDO� 7KH GHFLVLRQ RI DQ
HPSOR\HU WR RIIHU WKH SXEOLF RSWLRQ WR XQLRQ HPSOR\HHV ZRXOG EH VXEMHFW WR IXWXUH
EDUJDLQLQJ XSRQ H[SLUDWLRQ RI WKH FXUUHQW ODERU DJUHHPHQW DQG FRXOG HDVLO\
DFFRPPRGDWH GLIIHULQJ XQLRQ SUHIHUHQFHV LQ D ZD\ WKDW 0HGLFDUH IRU $OO FRXOG QRW�
)RU H[DPSOH� WUDQVLWLRQ WR DQ HPSOR\HU SXEOLF RSWLRQ FRXOG EH WDLORUHG LQ D ZD\ WR
SUHVHUYH EDUJDLQHG�IRU EHQHILWV DV VXSSOHPHQWDO FRYHUDJH� RU WUDQVODWH WKHP LQWR
LQFUHDVHG ZDJHV� DQG XQLRQV FRXOG EH JLYHQ D UROH LQ GHFLGLQJ ZKHWKHU WR VKLIW WR
WKH SXEOLF RSWLRQ DW DOO� 7KLV IOH[LELOLW\ PD\ DOORZ JUHDWHU XQLRQ VXSSRUW IRU DQ
HPSOR\HU SXEOLF RSWLRQ WKDQ IRU RWKHU UHIRUP SURSRVDOV XQGHU VHULRXV
FRQVLGHUDWLRQ� $ FRDOLWLRQ RI ODUJH HPSOR\HUV DQG VRPH XQLRQV LQ IDYRU FRXOG JR D
ORQJ ZD\ SROLWLFDOO\� DOWKRXJK� DV ZLWK DQ\ PDMRU KHDOWK UHIRUP� LW ZRXOG VWLOO EH D
VXEVWDQWLDO HIIRUW WR RYHUFRPH RSSRVLWLRQ�

,,,� ),6&$/ ,03/,&$7,216� 6&25,1* $1 (03/2<(5 38%/,& 237,21

:H WXUQ QRZ WR WKH ILVFDO LPSOLFDWLRQV RI DQ HPSOR\HU SXEOLF RSWLRQ� )URP
WKLV SHUVSHFWLYH� WKH HPSOR\HU SXEOLF RSWLRQ KDV D PXFK VPDOOHU IRRWSULQW WKDQ
0)$� ZKLOH VWLOO FDWDO\]LQJ VWUXFWXUDO LPSURYHPHQW WR KHDOWK FDUH ILQDQFLQJ� :H
VWDUW ZLWK D VKRUW SULPHU RQ WKH EDVLF SULQFLSOHV RI IHGHUDO EXGJHWLQJ IRU H[FKDQJH
WUDQVDFWLRQV DV RSSRVHG WR GLUHFW JRYHUQPHQW VSHQGLQJ� :H QH[W VKRZ KRZ WKRVH
SULQFLSOHV KDYH EHHQ DSSOLHG WR WKH VFRULQJ RI 0HGLFDUH IRU $OO SURSRVDOV DV ZHOO
DV VRPH RI WKH PRUH SURPLQHQW SXEOLF RSWLRQV� :H WKHQ GHVFULEH KRZ DQ HPSOR\HU
SXEOLF RSWLRQ ZRXOG OLNHO\ EH VFRUHG� FRQWUDVWLQJ WKDW DSSURDFK ZLWK RWKHU OHDGLQJ
KHDOWK UHIRUP SODQV� )LQDOO\� ZH FRQFOXGH E\ H[DPLQLQJ WKH OLNHOLKRRG WKDW DQ
HPSOR\HU SXEOLF RSWLRQ FRXOG EH HVWDEOLVKHG WKURXJK EXGJHW UHFRQFLOLDWLRQ�

$ 6KRUW 3ULPHU RQ )HGHUDO %XGJHWLQJ IRU ([FKDQJH 7UDQVDFWLRQV

2XU FXUUHQW V\VWHP IRU DFFRXQWLQJ IRU WKH IHGHUDO EXGJHW ZDV HVWDEOLVKHG LQ
WKH 3UHVLGHQW¶V &RPPLVVLRQ RQ %XGJHW &RQFHSWV LQ �������� 2QH RI WKH
FRQWURYHUVLDO EXGJHWDU\ LVVXHV RI WKH GD\ ZDV KRZ WKH IHGHUDO EXGJHW VKRXOG
DFFRXQW IRU WKH PDQ\ LQVWDQFHV LQ ZKLFK JRYHUQPHQWDO HQWLWLHV LQWHUDFWHG ZLWK WKH
JHQHUDO SXEOLF WKURXJK PDUNHW�OLNH WUDQVDFWLRQV� UDQJLQJ IURP FRQFHVVLRQ VWDQGV DW
WKH 6PLWKVRQLDQ 0XVHXP WR RSHUDWLRQV DW QDWLRQDO SDUNV ZKHUH YLVLWRUV SDLG DQ
HQWUDQFH IHHV� IURP IORRG LQVXUDQFH WR ODQG OHDVLQJ SURJUDPV� ZKHUH PHPEHUV RI
WKH SXEOLF FKRVH WR PDNH SD\PHQWV WR JRYHUQPHQW HQWLWLHV LQ H[FKDQJH IRU JRRGV

��� %HFNHU� VXSUD QRWH ����
��� 6HH 0,&+(//( 52'*(56 	 '$1 68//,9$1� +$59� /� 6&+22/� 5(&216,'(5,1* 7+(

35(6,'(17¶6 &200,66,21 21 %8'*(7 &21&(376 2) ���� �������
KWWSV���VFKRODU�KDUYDUG�HGX�ILOHV�EULHILQJSDSHUV�ILOHV���B�BURGJHUVBVXOOLYDQB�
BUHFRQVLGHULQJBWKHBSUHVLGHQWVBFRPPLVVLRQBRQBEXGJHWBFRQFHSWVBRIB�����SGI�
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RU VHUYLFHV� 6LQFH DOO LQYROYHG SD\PHQW WR D JRYHUQPHQW HQWLW\� ZRXOG DOO RI WKRVH
UHFHLSWV EH FRQVLGHUHG FRPSDUDEOH WR IHGHUDO WD[HV DQG WKHUHIRUH LQFOXGHG LQ
JRYHUQPHQW UHYHQXHV IRU SXUSRVHV RI EXGJHWDU\ DJJUHJDWHV RU VKRXOG UHFHLSWV RI
WKLV VRUW EH WUHDWHG GLIIHUHQWO\ IRU WKH SXUSRVHV RI WKH IHGHUDO EXGJHW" 7R DGGUHVV
WKHVH TXHVWLRQV� WKH &RPPLVVLRQ¶V UHSRUW LQFOXGHG D FKDSWHU RQ ³2IIVHWWLQJ
5HFHLSWV $JDLQVW ([SHQGLWXUHV´ DQG VSHFLILHG�

)RU SXUSRVHV RI VXPPDU\ EXGJHW WRWDOV� UHFHLSWV IURP DFWLYLWLHV
ZKLFK DUH HVVHQWLDOO\ JRYHUQPHQWDO LQ FKDUDFWHU� LQYROYLQJ
UHJXODWLRQ RU FRPSXOVLRQ� VKRXOG EH UHSRUWHG DV UHFHLSWV� %XW
UHFHLSWV DVVRFLDWHG ZLWK DFWLYLWLHV ZKLFK DUH RSHUDWHG DV EXVLQHVV�
W\SH HQWHUSULVHV� RU ZKLFK DUH PDUNHW�RULHQWHG LQ FKDUDFWHU� VKRXOG
EH LQFOXGHG DV RIIVHWV WR H[SHQGLWXUHV WR ZKLFK WKH\ UHODWH����

$V WKH UHSRUW H[SODLQHG� ZKHQ GHDOLQJ ZLWK ³HQWHUSULVH�W\SH´ JRYHUQPHQW
DFWLYLWLHV� QHW FRVW WR WKH JRYHUQPHQW²WKDW LV� H[SHQGLWXUHV OHVV RIIVHWWLQJ
UHFHLSWV²LV WKH UHOHYDQW PHDVXUH RI SXEOLF VXSSRUW DQG WKXV LQFOXVLRQ LQ EXGJHWDU\
DJJUHJDWHV� $QG DV ORQJ DV WKH XQGHUO\LQJ WUDQVDFWLRQV ZHUH YROXQWDU\ LQ QDWXUH
DQG VXEMHFW WR PDUNHW GLVFLSOLQH� LQFRUSRUDWLQJ JURVV UHYHQXHV DQG UHFHLSWV LQWR
EXGJHWDU\ DJJUHJDWHV ZRXOG JLYH ³DQ H[DJJHUDWHG YLHZ RI WKH *RYHUQPHQW¶V UROH
LQ WKH HFRQRP\�´��� ,Q UHFRJQLWLRQ WKDW WKH RYHUDOO VL]H RI WKH RSHUDWLRQ RI
JRYHUQPHQW HQWHUSULVHV UHPDLQV D WRSLF RI SXEOLF LQWHUHVW� WKH &RPPLVVLRQ
SURSRVHG WKDW WKH DSSURSULDWH DSSURDFK ZDV WR LQFOXGH VXSSOHPHQWDO LQIRUPDWLRQ
RQ WRWDO UHYHQXHV DQG H[SHQGLWXUHV LQ VXSSRUWLQJ EXGJHWDU\ GRFXPHQWV� EXW WR
LQFOXGH RQO\ QHW H[SHQGLWXUHV LQWR EXGJHWDU\ DJJUHJDWHV� VXFK DV WRWDO JRYHUQPHQW
UHYHQXHV DQG VSHQGLQJ�

7KH DSSURDFK ODLG RXW LQ ���� UHPDLQV WKH SUDFWLFH WRGD\� ,Q WKH $QDO\WLFDO
3HUVSHFWLYHV VHFWLRQ RI 2IILFH DQG 0DQDJHPHQW DQG %XGJHW¶V )<���� EXGJHW
GRFXPHQWV� WKH EXGJHW RIILFH LQYRNHG WKH ZRUN RI WKH 3UHVLGHQW¶V &RPPLVVLRQ DQG
RIIHUHG D VLPLODU MXVWLILFDWLRQ IRU WKLV DVSHFW RI EXGJHWDU\ SUDFWLFH�

0RVW RI WKH IXQGV FROOHFWHG WKURXJK RIIVHWWLQJ FROOHFWLRQV DQG
RIIVHWWLQJ UHFHLSWV IURP WKH SXEOLF DULVH IURP EXVLQHVV�OLNH
WUDQVDFWLRQV ZLWK WKH SXEOLF� 8QOLNH JRYHUQPHQWDO UHFHLSWV� ZKLFK
DUH GHULYHG IURP WKH *RYHUQPHQW¶V H[HUFLVH RI LWV VRYHUHLJQ
SRZHU� WKHVH RIIVHWWLQJ FROOHFWLRQV DQG RIIVHWWLQJ UHFHLSWV DULVH
SULPDULO\ IURP YROXQWDU\ SD\PHQWV IURP WKH SXEOLF IRU JRRGV RU
VHUYLFHV SURYLGHG E\ WKH *RYHUQPHQW� 7KH\ DUH FODVVLILHG DV

��� 6HH 5(3257 2) 7+( 35(6,'(17¶6 &200,66,21 21 %8'*(7 &21&(376 �� �������
KWWSV���EXGJHWFRXQVHO�ILOHV�ZRUGSUHVV�FRP���������UHSRUWBRIBWKHBSUHVLGHQWVBFRPPLVVLRQBRQBEXG
JHWBFRQFHSWV�SGI�

��� ,G� DW ���
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RIIVHWV WR RXWOD\V IRU WKH FRVW RI SURGXFLQJ WKH JRRGV RU VHUYLFHV
IRU VDOH� UDWKHU WKDQ DV JRYHUQPHQWDO UHFHLSWV� 7KHVH DFWLYLWLHV
LQFOXGH WKH VDOH RI SRVWDJH VWDPSV� ODQG� WLPEHU� DQG HOHFWULFLW\�
FKDUJLQJ IHHV IRU VHUYLFHV SURYLGHG WR WKH SXEOLF �H�J�� DGPLVVLRQ
WR 1DWLRQDO SDUNV�� DQG FROOHFWLQJ SUHPLXPV IRU KHDOWKFDUH
EHQHILWV �H�J�� 0HGLFDUH 3DUWV % DQG '�� $V GHVFULEHG DERYH�
WUHDWLQJ RIIVHWWLQJ FROOHFWLRQV DQG RIIVHWWLQJ UHFHLSWV DV RIIVHWV WR
RXWOD\V HQVXUHV WKH EXGJHWDU\ WRWDOV UHSUHVHQW JRYHUQPHQWDO UDWKHU
WKDQ PDUNHW DFWLYLW\����

$V WKLV H[FHUSW KHOSIXOO\ QRWHV� SUHPLXPV IRU 0HGLFDUH SURJUDPV DUH RQH
HQXPHUDWHG H[DPSOH RI RIIVHWV LQ WKH FXUUHQW IHGHUDO EXGJHW� DV DUH FRPSDUDEOH
FKDUJHV IRU IHGHUDO IORRG LQVXUDQFH DQG D KRVW RI RWKHU PDUNHW�EDVHG WUDQVDFWLRQV
ZLWK JRYHUQPHQW HQWLWLHV���� $OWKRXJK WKHVH SUHPLXPV UHIOHFW SULYDWH SD\PHQWV WR
JRYHUQPHQW HQWLWLHV� WKH\ DUH QRW FRXQWHG DV JRYHUQPHQW UHYHQXHV RU WD[HV LQ
EXGJHWDU\ DJJUHJDWHV���� 7KLV DSSURDFK DFFXUDWHO\ PDNHV WKHVH SURJUDPV ORRN OHVV
H[SHQVLYH DV D ILVFDO PDWWHU� ZHUH WKH &%2 WR VFRUH D SXEOLF RSWLRQ IRU HPSOR\HUV
IRU SXUSRVHV RI HVWLPDWLQJ LWV LPSDFW RQ WKH IHGHUDO GHILFLW RU VSHQGLQJ DJJUHJDWHV�
HPSOR\HU FRQWULEXWLRQV DQG WKH FRVWV WKH\ FRYHU ZRXOG QRW EH LQFOXGHG� PDNLQJ
OHJLVODWLYH SDVVDJH IDU PRUH OLNHO\�

��� 2II� RI 0JPW� 	 %XGJHW� &KDSWHU �� 2IIVHWWLQJ &ROOHFWLRQV DQG 2IIVHWWLQJ 5HFHLSWV� LQ
$1$/<7,&$/ 3(563(&7,9(6 �� ������� KWWS���ZZZ�ZKLWHKRXVH�JRY�ZS�
FRQWHQW�XSORDGV���������DSB�BRIIVHWWLQJBI\���SGI �HPSKDVLV DGGHG��

��� 5HOLDQFH RQ YROXQWDULO\ SDLG SUHPLXPV WR FRYHU D JRRG SRUWLRQ RI IRU ZKDW EHFRPH
0HGLFDUH 3DUW % DORQJ ZLWK LWV EXGJHWDU\ LPSOLFDWLRQV ZDV D FUXFLDO VWHS LQ WKH SDVVDJH RI WKH RULJLQDO
0HGLFDUH OHJLVODWLRQ EDFN LQ ����� 6HH 7+(2'25(5�0$5025� 7+(32/,7,&6 2)0(',&$5( � �������
-XOLDQ (� =HOL]HU� +RZ 0HGLFDUH :DV 0DGH� 1(: <25.(5 �)HE� ��� ������
KWWSV���ZZZ�QHZ\RUNHU�FRP�QHZV�QHZV�GHVN�PHGLFDUH�PDGH� 6HH JHQHUDOO\ (ULF 0� 3DWDVKQLN 	
-XOLDQ (� =HOL]HU� 3D\LQJ IRU 0HGLFDUH� %HQHILWV� %XGJHWV� DQG :LOEXU 0LOOV¶V 3ROLF\ /HJDF\� �� -�
+($/7+ 32/�� 32/¶< 	 /� � ������ �FKURQLFOLQJ WKH SROLWLFDO FRPSURPLVHV WKDW OHG WKH IXQGLQJ
PHFKDQLVPV LQFOXGHG LQ WKH RULJLQDO 0HGLFDUH OHJLVODWLRQ��

��� 2QH DGGLWLRQDO UHILQHPHQW ZLWK UHVSHFW WR RIIVHWWLQJ SD\PHQWV LV WKHLU UHODWLRQVKLS WR WKH
ODZ RI DSSURSULDWLRQV� +HUH� WKHUH DUH WZR EDVLF DSSURDFKHV� RIIVHWWLQJ FROOHFWLRQV DQG RIIVHWWLQJ
UHFHLSWV� DQG WKH GLVWLQFWLRQ LV LPSRUWDQW LQ WHUPV RI ZKHWKHU WKH SD\PHQW JHQHUDWHV ³EXGJHW
DXWKRULW\´ RQ WKH SDUW RI WKH UHFHLYLQJ HQWLW\� 7KH IRUPHU SURGXFHV DGGLWLRQDO EXGJHW DXWKRULW\ DQG
WKXV IXQGV UHFHLYHG DV RIIVHWWLQJ FROOHFWLRQV LV DYDLODEOH IRU H[SHQGLWXUH ZLWKRXW IXUWKHU OHJLVODWLYH
DFWLRQ� $V WKH *RYHUQPHQW $FFRXQWDELOLW\ 2IILFH KDV H[SODLQHG� ³*HQHUDOO\� RIIVHWWLQJ FROOHFWLRQV
DUH FROOHFWLRQV UHVXOWLQJ IURP EXVLQHVV�W\SH RU PDUNHW�RULHQWHG DFWLYLWLHV� VXFK DV WKH VDOH RI JRRGV
RU VHUYLFHV WR WKH SXEOLF � � � �´ 6HH 8�6� *29¶7 $&&2817$%,/,7< 2))�� *$2�������63� 35,1&,3/(6
2) )('(5$/ $335235,$7,216 /$: ��� ��WK HG� ������ :KLOH WKH FODVVLILFDWLRQ RI RIIVHWV DV HLWKHU
FROOHFWLRQV RU UHFHLSWV LV D PDWWHU WKDW ZRXOG RUGLQDULO\ EH VSHFLILHG LQ HQDEOLQJ OHJLVODWLRQ� WKH PRUH
FRPPRQ SUDFWLFH IRU LQVXUDQFH SUHPLXPV ZRXOG EH WR GHQRPLQDWH VXFK SD\PHQWV DV RIIVHWWLQJ
FROOHFWLRQV DQG ZRXOG WKHUHE\ SURGXFH QHZ EXGJHW DXWKRULW\ WR ILQDQFH H[SHQGLWXUHV�
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$Q 2YHUYLHZ RI 6FRULQJ (VWLPDWHV IRU /HDGLQJ 5HIRUP 3URSRVDOV

3XEOLF GHEDWHV RYHU WKH FRVW RI OHDGLQJ UHIRUP LGHDV LOOXVWUDWH KRZ WKHVH
VFRULQJ FRQYHQWLRQV SOD\ RXW LQ SUDFWLFH DQG ZHUH GHWULPHQWDO WR 0)$ SURSRVDOV�
7DEOH 2QH EHORZ UHSURGXFHV D FKDUW IURP D &RPPLWWHH IRU 5HVSRQVLEOH )HGHUDO
%XGJHW SXEOLFDWLRQ FRPSDULQJ WKH FRVWV RI KHDOWK FDUH SODQV IRU FDQGLGDWHV LQ WKH
'HPRFUDWLF SUHVLGHQWLDO SULPDULHV RI �������� 7KH WDEOH IRFXVHV RQ WKH FHQWUDO
HVWLPDWHV IRU IRXU GLIIHUHQW SODQV IURP WKH ��������� SULPDULHV� WKHQ�9LFH
3UHVLGHQW %LGHQ¶V DQG WKHQ�0D\RU 3HWH %XWWLJLHJ¶V SXEOLF RSWLRQ SODQV DQG WZR
0)$ SODQV� 6HQDWRU 6DQGHUV¶ DQG 6HQDWRU:DUUHQ¶V� 7KH FKDUW EUHDNV GRZQ HIIHFWV
LQWR IRXU FRPSRQHQWV� LQFUHDVHG IHGHUDO FRVWV IRU H[SDQGHG DQG LPSURYHG
FRYHUDJH� DVVXPHG VDYLQJV IURP SURJUDPPDWLF FKDQJHV� GLUHFW RIIVHWV �IURP WD[
IHHGEDFN HIIHFWV DQG GLUHFW WD[HV�� DQG LQGLUHFW RIIVHWV IURP WD[ DQG VSHQGLQJ
DGMXVWPHQWV LQ RWKHU DUHDV� ,W SUHVHQWV WKH WHQ�\HDU ILVFDO LPSDFWV RI WKH IRXU
SURSRVDOV�

7DEOH 2QH� &HQWUDO (VWLPDWHV RI WKH 7HQ�<HDU )LVFDO ,PSDFW RI &DQGLGDWHV¶
+HDOWK 3URSRVDOV

��� &200� )25 $ 5(63216,%/( )('� %8'*(7� 35,0$5< &$5(� (67,0$7,1* '(02&5$7,&
&$1','$7(6¶ +($/7+ 3/$16 � �)HE� ��� ������ KWWSV���ZZZ�FUIE�RUJ�SDSHUV�SULPDU\�FDUH�
HVWLPDWLQJ�GHPRFUDWLF�FDQGLGDWHV�KHDOWK�SODQV�
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7DEOH 2QH LOOXVWUDWHV WKH GLIIHUHQW ILVFDO SUHVHQWDWLRQV RI WKH WZR GLIIHUHQW
NLQGV RI KHDOWK FDUH UHIRUP� 'XH WR WKHLU PDQGDWRU\ QDWXUH� WKH 6DQGHUV DQG:DUUHQ
SURSRVDOV UHIOHFW VXEVWDQWLDO QHZ UHYHQXHV LQ WKH IRUP RI HPSOR\HU DQG ZRUNHU
FRQWULEXWLRQV DORQJ ZLWK VXEVWDQWLDO DGGLWLRQDO WD[ LQFUHDVHV� JHQHUDWLQJ EHWZHHQ
��� DQG RYHU ��� WULOOLRQ LQ QHZ UHYHQXHV RYHU WKH WHQ�\HDU ZLQGRZ �EXW VWLOO
DGGLQJ VXEVWDQWLDOO\ WR WKH IHGHUDO GHILFLW�� 7KH %LGHQ DQG %XWWLJLHJ SODQV KDG D
PXFK VPDOOHU ILVFDO IRRWSULQW� DQG QRW MXVW EHFDXVH WKH\ DUH OHVV DPELWLRXV
SURJUDPV� 7KH VFRULQJ IRU QHLWKHU RI WKHVH SURSRVDOV LQFOXGHV WKH DPRXQW RI
SUHPLXP SD\PHQWV WKDW LQGLYLGXDOV ZRXOG SD\ WRZDUG SUHPLXPV IRU WKH SXEOLF
RSWLRQ� FRQVLVWHQW ZLWK WKH WUHDWPHQW GHVFULEHG DERYH RI RIIVHWWLQJ FROOHFWLRQV LQ
PDUNHW�EDVHG WUDQVDFWLRQV ZLWK JRYHUQPHQW HQWLWLHV� 7R EH VXUH� ERWK WKH %LGHQ
DQG %XWWLJLHJ SODQV HQWDLOHG DGGLWLRQDO IHGHUDO H[SHQGLWXUHV WR H[SDQG FRYHUDJH
�UHIOHFWLQJ VXEVLGLHV DQG WD[ FUHGLWV�� EXW WKH\ GR QRW UHIOHFW WKH HQWLUH FRVW RI KHDOWK
FDUH FRYHUDJH IRU LQGLYLGXDOV ZKR FKRRVH WR SDUWLFLSDWH LQ WKH SXEOLF RSWLRQ RQ D
YROXQWDU\ EDVLV� :KLOH WKHVH GLIIHUHQFHV PD\ VRXQG WHFKQLFDO LQ QDWXUH� WKH YHU\
ODUJH DPRXQW RI QHZ WD[HV UHTXLUHG WR ILQDQFH WKH 6DQGHUV DQG :DUUHQ 0)$
SURSRVDOV SURYHG WR EH D VLJQLILFDQW LPSHGLPHQW LQ SXEOLF GHEDWHV RYHU WKH FRXUVH
RI WKH 'HPRFUDWLF SULPDULHV DQG DUH OLNHO\ WR FRQWLQXH WR DFW DV VHULRXV
LPSHGLPHQWV WR SDVVDJH RI VXFK SURSRVDOV�

'HVLJQLQJ DQ (PSOR\HU 3XEOLF 2SWLRQ ZLWK %XGJHW 6FRULQJ LQ 0LQG

6R ZLWK WKLV EDFNJURXQG LQ PLQG� KRZ VKRXOG DQ HPSOR\HU SXEOLF RSWLRQ EH
GHVLJQHG WR FDSWXUH FXUUHQW HPSOR\HU DQG HPSOR\HH FRQWULEXWLRQV DV RIIVHWV WR
H[SHQGLWXUHV DQG WR PRUH DFFXUDWHO\ UHIOHFW WKH QHW FRVWV WR WKH IHGHUDO
JRYHUQPHQW" )LUVW DQG IRUHPRVW� WKH SXEOLF RSWLRQ SURJUDP VKRXOG EH YROXQWDU\ LQ
QDWXUH DQG GHVLJQHG WR FRPSHWH ZLWK SULYDWH HPSOR\HU SODQV� DV GLVFXVVHG DERYH�
&RQWULEXWLRQV VKRXOG EH PDGH GLUHFWO\ WR WKH SXEOLF RSWLRQ SODQ� IURP ERWK
HPSOR\HUV DQG HPSOR\HHV� DV LV FXUUHQWO\ WKH FDVH ZLWK SULYDWH KHDOWK LQVXUDQFH
SODQV� 6WUXFWXULQJ WKHVH SD\PHQWV DV YROXQWDU\ SUHPLXPV LQVWHDG RI DV QHZ WD[HV
RQ HPSOR\HUV ZKR RSW LQWR WKH SXEOLF RSWLRQ DQG RQ WKHLU HPSOR\HHV LV FULWLFDO� )RU
EXGJHWDU\ SXUSRVHV� WD[HV ZRXOG EH PDQGDWRU\ DQG FRQVLGHUHG JRYHUQPHQW
UHYHQXHV UDWKHU WKDQ RIIVHWWLQJ FROOHFWLRQV DQG WKHUHIRUH LQFOXGHG LQWR EXGJHWDU\
DJJUHJDWHV����

7KH SUHFLVH EXGJHWDU\ LPSDFW RI DQ HPSOR\HU SXEOLF RSWLRQ ZLOO GHSHQG RQ
QXPHURXV GHVLJQ FKRLFHV GLVFXVVHG LQ GHWDLO LQ 3DUW ,,� UHLPEXUVHPHQW UDWHV IRU

��� 6HYHUDO SXEOLF RSWLRQ SURSRVDOV WKDW HQYLVLRQ PDQGDWRU\ HPSOR\HU SD\PHQWV WR FRYHU
HPSOR\HHV ZKR RSW RXW RI HPSOR\HU (6, DQG LQWR D SXEOLF RSWLRQ RIIHUHG WKURXJK DQ $&$ H[FKDQJH
ZRXOG DOVR UXQ WKH ULVN RI EHLQJ GHQRPLQDWHG JRYHUQPHQW UHYHQXHV DV RSSRVHG WR RIIVHWWLQJ
FROOHFWLRQV�
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PHGLFDO FDUH� WKH TXDOLW\ RI WKH EHQHILWV SURYLGHG DV ZHOO DV RXW�RI�SRFNHW FKDUJHV�
DQG WKH DPRXQW DQG GHVLJQ RI DQ\ VXEVLGLHV���� 7KH DPRXQW RI RXW�RI�SRFNHW
VSHQGLQJ ZRXOG DOVR KDYH D ILVFDO LPSDFW VLQFH KLJKHU OHYHOV ZLOO UHGXFH WRWDO
SUHPLXP FRVWV����

,W LV EH\RQG WKH VFRSH RI WKLV $UWLFOH WR RIIHU D FRPSOHWH DVVHVVPHQW RI WKH
EXGJHWDU\ LPSDFW RI WKH V\VWHP RI VXEVLGLHV RXWOLQHG LQ 3DUW ,,� &OHDUO\ WKHUH ZRXOG
EH D GLUHFW EXGJHWDU\ LPSDFW DV WKH IHGHUDO JRYHUQPHQW ZRXOG EH H[SDQGLQJ WKH
VFRSH RI $&$ VXEVLGLHV EH\RQG SROLFLHV SXUFKDVHG RQ ([FKDQJHV� ,Q DGGLWLRQ� WKH
DYDLODELOLW\ RI WKHVH VXEVLGLHV DV ZHOO DV WKH LQWHJUDWLRQ RI 0HGLFDLG FRYHUDJH LQWR
HPSOR\HU�VSRQVRUHG SODQV ZRXOG UHGXFH WKH FRVWV RI HPSOR\HU�SURYLGHG LQVXUDQFH
�HVSHFLDOO\ IRU ORZHU LQFRPH ZRUNHUV�� EXW LW ZRXOG DOVR LQFUHDVH WKH OHYHO RI WD[
H[SHQGLWXUHV IRU HPSOR\HU�VSRQVRUHG KHDOWK LQVXUDQFH DV PRUH ORZ�LQFRPH
ZRUNHUV DUH FRYHUHG E\ LW���� )LQDOO\� LQ FDOFXODWLQJ WKH RYHUDOO FRVW RI WKH SURJUDP�
&%2 VFRUHNHHSHUV ZRXOG QHHG WR DVVHVV WKH H[WHQW WR ZKLFK 0HGLFDLG FRVWV IRU
ORZHU�LQFRPH ZRUNHUV ZRXOG EH RIIVHW E\ UHGXFWLRQV LQ $&$�VW\OH VXEVLGLHV
RWKHUZLVH GLUHFWHG WR SXEOLF RSWLRQ FRYHUDJH� 6R WKH GHWDLOV RI SURGXFLQJ D
FRPSOHWH VFRUH IRU RXU SURSRVDO ZRXOG EH FRPSOLFDWHG� EXW WKH NH\ SRLQW LV WKDW WKH
RYHUDOO LPSDFW RI WKH SURSRVDO RQ EXGJHWDU\ DJJUHJDWHV²ERWK WRWDO UHYHQXHV DQG
WRWDO VSHQGLQJ²ZRXOG EH VLJQLILFDQWO\ ORZHU WKDQ D PDQGDWRU\ SURJUDP DIIHFWLQJ
D VLPLODU QXPEHU RI LQGLYLGXDOV� EHFDXVH YROXQWDU\ SDLG SUHPLXPV IRU ERWK
HPSOR\HUV DQG HPSOR\HHV ZRXOG RIIVHW RXWOD\V IRU KHDOWK FDUH IRU FRYHUHG
HPSOR\HHV DQG WKHLU IDPLOLHV�

��� $QRWKHU SRWHQWLDOO\ LPSRUWDQW FRQVLGHUDWLRQ LV WKH H[WHQW WR ZKLFK D SXEOLF RSWLRQ IRU
HPSOR\HUV PLJKW KDYH DQ LPSDFW RQ WKH QXPEHU RI 0HGLFDUH�HOLJLEOH HPSOR\HHV ZKR FKRRVH WR VWD\
RQ WKHLU HPSOR\HU�VSRQVRUHG SODQV� 0RYHPHQW RI VLJQLILFDQW QXPEHUV RI HOGHUO\ DZD\ IURP0HGLFDUH
FRXOG UHGXFH UHYHQXHV IRU WKDW SURJUDP� EXW UHSODFLQJ LW ZLWK� PRVW OLNHO\� JUHDWHU UHYHQXHV IRU WKH
SXEOLF RSWLRQ� DV FRPELQHG HPSOR\HU DQG HPSOR\HH FRQWULEXWLRQV WR WKH SXEOLF RSWLRQ ZRXOG OLNHO\
EH JUHDWHU WKDQ 0HGLFDUH SUHPLXPV� %XW WKH HIIHFWV ZRXOG QHHG WR EH FRQVLGHUHG LQ D FRPSUHKHQVLYH
VFRULQJ H[HUFLVH� $QRWKHU ZULQNOH LV WKDW VRPH 0HGLFDUH�HOLJLEOH ZRUNHUV QRZ FKRRVH WR VD\ RQ
HPSOR\HU SODQV UDWKHU WKDQ RSW LQWR 0HGLFDUH� ,I WKHLU HPSOR\HU SODQ EHFDPH D0HGLFDUH�EDVHG SXEOLF
RSWLRQ� DQG LI WKH FRVW RI 0HGLFDUH ZHUH OHVV WR WKHP WKDQ WKH SXEOLF RSWLRQ� PRUH SHRSOH PLJKW RSW
IRU 0HGLFDUH� FDXVLQJ TXLFNHU GHSOHWLRQ RI WKH 7UXVW )XQG�

��� 7R WKH H[WHQW WKDW SXEOLF RSWLRQ SODQV UHWDLQ VRPH GHJUHH RI RXW�RI�SRFNHW H[SHQVH IRU
ZRUNHUV DQG GHSHQGHQWV� IOH[LEOH VSHQGLQJ DFFRXQWV RIIHUHG XQGHU DQ HPSOR\HU¶V FDIHWHULD SODQ FRXOG
FRQWLQXH WR EH XVHG WR DOORZ IRU WKH SD\PHQW RI WKHVH RXW�RI�SRFNHW H[SHQVHV ZLWK SUH�WD[ GROODUV� $
VHSDUDWH TXHVWLRQ PLJKW DULVH LI HPSOR\HHV SDUWLFLSDWLQJ LQ DQ HPSOR\HU�EDVHG SXEOLF RSWLRQ ZHUH WR
SXUFKDVH 0HGLJDS�VW\OH VXSSOHPHQW SODQV� 7KH QHHG IRU VXFK SODQV ZRXOG GHSHQG RQ WKH IHDWXUHV RI
WKH SXEOLF RSWLRQ� 0HGLJDS SUHPLXPV FDQQRW JHQHUDOO\ EH SDLG ZLWK SUHWD[ GROODUV� <RX FDQ GHGXFW
WKHP� EXW RQO\ WR WKH H[WHQW WKH\� DORQJ ZLWK DQ\ RWKHU PHGLFDO H[SHQVHV� H[FHHG ��� RI DQQXDO
LQFRPH� 6HH ,�5�&� � ����

��� )XUWKHUPRUH� WKH DSSURDFK ZH GHVFULEH ZRXOG OLNHO\ H[SDQG WKH QXPEHU RI LQGLYLGXDOV
UHFHLYLQJ 0HGLFDLG EHQHILWV �DOEHLW SULPDULO\ WKRVH DOUHDG\ HOLJLEOH IRU WKRVH EHQHILWV EXW FXUUHQWO\
ODFNLQJ WKH ZKHUHZLWKDO WR FODLP WKHLU HQWLWOHPHQWV��
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8VLQJ 5HFRQFLOLDWLRQ WR (QDFW DQ (PSOR\HU 3XEOLF 2SWLRQ

:KLOH WKLV $UWLFOH LV SULPDULO\ IRFXVHG RQ VNHWFKLQJ RXW D QHZ DSSURDFK WR
KHDOWK FDUH UHIRUP� TXHVWLRQV XQGHUVWDQGDEO\ PD\ DULVH LQ VRPH UHDGHUV¶ PLQGV DV
WR WKH SROLWLFDO YLDELOLW\ RI RXU SURSRVDO� HVSHFLDOO\ JLYHQ WKH FORVHO\ GLYLGHG
FRPSRVLWLRQ RI WKH FXUUHQW 8�6� 6HQDWH� 7KDW FRQFHUQ QHFHVVDULO\ SRVHV WKH
TXHVWLRQ ZKHWKHU OHJLVODWLRQ LPSOHPHQWLQJ D SXEOLF RSWLRQ IRU HPSOR\HUV²RU HYHQ
D VLPSOH SXEOLF RSWLRQ IRU LQGLYLGXDOV²FRXOG EH VWUXFWXUHG WR FRPSO\ ZLWK EXGJHW
UHFRQFLOLDWLRQ SURFHGXUHV DQG KHQFH DYRLG WKH 6HQDWH¶V FXUUHQW ILOLEXVWHU
UHTXLUHPHQWV� ,Q WUXWK� D GHILQLWLYH DQVZHU WR WKLV TXHVWLRQ ZRXOG XOWLPDWHO\ FRPH
IURP WKH 6HQDWH 3DUOLDPHQWDULDQ� EXW ZH EHOLHYH D SXEOLF RSWLRQ IRU HPSOR\HUV
FRXOG EH VWUXFWXUHG WR EH HOLJLEOH IRU LQFOXVLRQ LQ D UHFRQFLOLDWLRQ ELOO�

7KH FKLHI LPSHGLPHQW WR LQFOXVLRQ RI OHJLVODWLRQ LQ UHFRQFLOLDWLRQ ELOOV LV WKH
%\UG 5XOH���� $ QXPEHU RI WKH %\UG 5XOH¶V OLPLWDWLRQV DUH LQDSSOLFDEOH� VXFK DV
WKH SURKLELWLRQ RQ FKDQJHV LQ VRFLDO VHFXULW\� RU UHODWLYHO\ HDV\ WR PHHW WKURXJK
DGYDQFHG SODQQLQJ� VXFK DV WKH UHTXLUHPHQW WKDW WKH OHJLVODWLRQ QRW IDOO RXWVLGH RI
WKH MXULVGLFWLRQ RI WKH VXEPLWWLQJ FRPPLWWHH RU GRHV QRW PDWFK WKH VSHFLILFDWLRQV
RI WKH DXWKRUL]LQJ EXGJHW UHVROXWLRQ� ,Q DGGLWLRQ� WKH EXGJHWDU\ HIIHFWV RI WKH SXEOLF
RSWLRQ ZRXOG QHHG WR EH DQWLFLSDWHG LQ WKH EXGJHW UHVROXWLRQ LVVXLQJ UHFRQFLOLDWLRQ
LQVWUXFWLRQV� 7KHUH DUH� KRZHYHU� VHYHUDO HOHPHQWV RI WKH %\UG 5XOH WKDW FRXOG
SUHVHQW FKDOOHQJHV�

)LUVW LV WKH %\UG 5XOH¶V SURKLELWLRQ RQ SURYLVLRQV LQ D UHFRQFLOLDWLRQ ELOO WKDW
GR QRW ³SURGXFH D FKDQJH LQ RXWOD\V RU UHYHQXH� LQFOXGLQJ FKDQJHV LQ RXWOD\V DQG
UHYHQXHV EURXJKW DERXW E\ FKDQJHV LQ WKH WHUPV DQG FRQGLWLRQV XQGHU ZKLFK
RXWOD\V DUH PDGH RU UHYHQXHV DUH UHTXLUHG WR EH FROOHFWHG�´��� 7R PHHW WKLV
UHTXLUHPHQW� WKH SXEOLF RSWLRQ IRU HPSOR\HUV ZRXOG QHHG WR EH FUDIWHG� LQ WKH ILUVW
LQVWDQFH� DV DQ H[SDQVLRQ RI WKH WUDGLWLRQDO 0HGLFDUH SURJUDP WR FRYHU D QHZ JURXS
RI SDUWLFLSDQWV RQ WHUPV WKDW ZRXOG EH FRPSHWLWLYH LQ WKH HPSOR\HU VSRQVRUHG
PDUNHW� $ SURYLVLRQ RI WKLV VRUW ZRXOG FOHDUO\ LQFUHDVH IHGHUDO RXWOD\V� $V D VHFRQG
VWHS� WKH OHJLVODWLRQ FRXOG DXWKRUL]H WKH &HQWHUV IRU 0HGLFDUH DQG 0HGLFDLG
6HUYLFHV �RU VRPH RWKHU JRYHUQPHQWDO HQWLW\� WR HVWDEOLVK D SUHPLXP VFKHGXOH IRU
HPSOR\HU DQG HPSOR\HH FRQWULEXWLRQV WR FRYHU WKH FRVWV RI WKH SXEOLF RSWLRQ� $V
GLVFXVVHG HOVHZKHUH� WKHVH IHHV ZRXOG QRW EH GHQRPLQDWHG UHYHQXHV LQ EXGJHWDU\
DJJUHJDWHV� EXW WKH\ ZRXOG UHGXFH IHGHUDO RXWOD\V DV WKH\ ZRXOG RIIVHW WKH FRVWV RI
WKH SURJUDPV� $JDLQ� WKLV DSSURDFK ZRXOG VHHP WR PHHW WKH %\UG 5XOH¶V
UHTXLUHPHQWV RI GLUHFWO\ DIIHFWLQJ �WKDW LV� GHFUHDVLQJ� IHGHUDO VSHQGLQJ� )LQDOO\� WR

��� 6HH &21*� 56&+� 6(59�� 5/������ 7+( %8'*(7 5(&21&,/,$7,21 352&(66� 7+( 6(1$7(¶6
³%<5' 58/(´ ������ �LQFOXGLQJ D VKRUW KLVWRU\ RI WKH %\UG 5XOH DQG LWV DSSOLFDWLRQV RYHU WKH \HDUV��

��� &RQJUHVVLRQDO %XGJHW $FW RI ���� � ����E�����$�� � 8�6�&� � ��� �DGRSWHG LQ VXEVWDQWLDOO\
LWV FXUUHQW IRUP LQ WKH %XGJHW (QIRUFHPHQW $FW RI ����� 3XE� /� 1R� �������� � ������ ��� 6WDW�
��������� �������� WR ���� �1RY� �� �������
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WKH H[WHQW WKDW $&$ VXEVLGLHV RU VRPH YDULDQW WKHUHRQ ZHUH LQFOXGHG LQ D SXEOLF
RSWLRQ� WKDW H[SDQVLRQ ZRXOG DOVR VHHP WR IDOO VTXDUHO\ ZLWKLQ WKH SHUPLVVLEOH
OLPLWV RI UHFRQFLOLDWLRQ ELOOV DV LW GLUHFWO\ LQFUHDVHV LQ IHGHUDO VSHQGLQJ LQ WKH VDPH
PDQQHU DV WKH FUHDWLRQ RI D QHZ WD[ H[SHQGLWXUHV�

7R EH VXUH� GUDIWHUV ZRXOG QHHG WR EH FDUHIXO QRW WR LQFOXGH LQ DQ\
UHFRQFLOLDWLRQ ELOO DGGLWLRQDO SURYLVLRQV ZLWK EXGJHWDU\ HIIHFWV WKDW DUH ³PHUHO\
LQFLGHQWDO WR QRQ�EXGJHWDU\ FRPSRQHQWV�´��� )RU WKLV UHDVRQ� WKHUH FRXOG EH
DGYDQWDJHV RI KHZLQJ DV FORVHO\ DV SRVVLEOH WR WKH H[LVWLQJ 0HGLFDUH SURJUDP ZLWK
GHOHJDWHG UXOHPDNLQJ DXWKRULW\ WR &06 WR DGRSW SURJUDPPDWLF DGMXVWPHQWV� DORQJ
WKH OLQHV GLVFXVVHG HOVHZKHUH LQ WKLV DUWLFOH� LQ RUGHU WR PDNH WKH SXEOLF RSWLRQ D
YLDEOH DOWHUQDWLYH WR HPSOR\HU VSRQVRUHG KHDOWK LQVXUDQFH� 0DQ\ UHFRQFLOLDWLRQ
ELOOV LQ WKH SDVW²LQFOXGLQJ ERWK WKH $IIRUGDEOH &DUH $FW DQG 7UXPS HUD WD[ UHIRUP
OHJLVODWLRQ²KDYH LQFOXGHG VXFK GHOHJDWHG DXWKRULW\ DQG WKH SXUSRVH RI VXFK
GHOHJDWLRQ ZRXOG EH WR IL[ ³WKH WHUPV DQG FRQGLWLRQV XQGHU ZKLFK RXWOD\V DUH
PDGH�´ WKDW ZRXOG VHHP WR SURWHFW WKHP IURP FKDOOHQJHV WKDW WKH\ ZHUH PHUHO\
LQFLGHQWDO WR EXGJHWDU\ HIIHFWV� ,Q D VLPLODU YHLQ� &06 VKRXOG DOVR EH DXWKRUL]HG
WR GHWHUPLQH WKH H[WHQW WR ZKLFK HPSOR\HUV DGRSWLQJ D SXEOLF RSWLRQ ZRXOG EH
UHOLHYHG RI UHJXODWRU\ EXUGHQV XQGHU RWKHU IHGHUDO SURYLVLRQV� VXFK DV (5,6$� 7KLV
DXWKRUL]DWLRQ VKRXOG DJDLQ EH MXVWLILHG XQGHU WKH %\UG 5XOH RQ WKH JURXQGV WKDW LW
GHWHUPLQHV WKH WHUPV DQG FRQGLWLRQV XQGHU ZKLFK RXWOD\V DUH PDGH� DV WKH WHUPV RI
WKH SXEOLF RSWLRQ IRU HPSOR\HUV ZRXOG EH GLIIHUHQW �DQG TXLWH OLNHO\ LQIHDVLEOH�
ZHUH WKH SURJUDPV VXEMHFW WR FRQIOLFWLQJ IHGHUDO VWDWXWRU\ UHTXLUHPHQWV�

$ ILQDO LVVXH XQGHU WKH %\UG 5XOH ZRXOG EH ZKHWKHU WKH HPSOR\HU SXEOLF
RSWLRQ LQFUHDVHG WKH SURMHFWHG IHGHUDO GHILFLW EH\RQG WKH FXUUHQW EXGJHW ZLQGRZ�
SUHVXPDEO\ EXW QRW QHFHVVDULO\ WHQ \HDUV� ZKLFK ZRXOG QHHG WR EH DGGUHVVHG LQ
RUGHU WR VXUYLYH SRLQWV RI RUGHU LQ WKH 6HQDWH���� 7KH DSSOLFDWLRQ RI WKLV UHTXLUHPHQW
ZRXOG XOWLPDWHO\ WXUQ RQ VFRULQJ GHFLVLRQV E\ WKH &RQJUHVVLRQDO %XGJHW 2IILFH�
:KLOH LW LV FRQFHLYDEOH WKDW ODERU PDUNHW HIIHFWV RI WKLV SXEOLF RSWLRQ ZRXOG
LQFUHDVH HPSOR\PHQW JURZWK DQG WD[ UHYHQXHV EH\RQG WHQ \HDUV DQG KDYH RWKHU
SRVLWLYH EXGJHWDU\ HIIHFWV UHODWHG WR LQFUHDVH FRPSHWLWLRQ LQ WKH SULYDWH VHFWRU� RQH
VKRXOG SUREDEO\ DVVXPH WKDW RYHU WKH WHQ�\HDU ZLQGRZ� WKH SXEOLF RSWLRQ ZRXOG
LQFUHDVH WKH SURMHFWHG GHILFLW� SDUWLFXODUO\ LI $&$ VW\OH VXEVLGLHV ZHUH LQFOXGHG�
7R DGGUHVV WKHVH LVVXHV� SURSRQHQWV FRXOG H[SORUH SD\�IRU RSWLRQV WKDW ZRXOG EH
H[SHFWHG WR RIIVHW RXWOD\V LQ WKH RXW\HDUV� HLWKHU UHODWHG WR KHDOWK FDUH UHIRUP RU LQ
RWKHU DUHDV� LQFOXGLQJ WD[ LQFUHDVHV� $Q DOWHUQDWLYH UHVSRQVH ZRXOG EH WR LQFOXGH D
VXQVHW SURYLVLRQ²DV KDV RIWHQ EHHQ GRQH ZLWK WD[ OHJLVODWLRQ SDVVHG WKURXJK

��� � ����E�����'��
��� +HUH WKH UHOHYDQW VXEVHFWLRQ RI WKH %\UG 5XOH UHDGV� ³D SURYLVLRQ VKDOO EH FRQVLGHUHG WR EH

H[WUDQHRXV LI LW LQFUHDVHV� RU ZRXOG LQFUHDVH� QHW RXWOD\V� RU LI LW GHFUHDVHV� RU ZRXOG GHFUHDVH�
UHYHQXHV GXULQJ D ILVFDO \HDU DIWHU WKH ILVFDO \HDUV FRYHUHG E\ VXFK UHFRQFLOLDWLRQ ELOO RU UHFRQFLOLDWLRQ
UHVROXWLRQ�´ � ����E�����(��



$ 38%/,& 237,21 )25 (03/2<(5 +($/7+ 3/$16

���

UHFRQFLOLDWLRQ²LQ WKH ILQDO \HDU RI WKH EXGJHW ZLQGRZ� :KLOH DUJXDEO\
GLPLQLVKLQJ WKH DWWUDFWLYHQHVV RI WKH SURJUDP IRU HPSOR\HUV FRQWHPSODWLQJ
DGRSWLRQ� D VXQVHW LQ WKLV FDVH PLJKW EH MXVWLILHG WR WKH H[WHQW WKH SXEOLF RSWLRQ IRU
HPSOR\HUV LV VHHQ DV DQ H[SHULPHQWDO PHDVXUH� ZKLFK RYHU WKH FRPLQJ GHFDGH ZLOO
HLWKHU SURYH LWVHOI WR EH D SURGXFWLYH VWHS IRUZDUG RU QRW�

&21&/86,21

2XU V\VWHP RI MRE�EDVHG FRYHUDJH OHDGV WR YDULDELOLW\ LQ DFFHVV WR PHGLFDO FDUH
DPRQJ ZRUNHUV DQG LQHIILFLHQWO\ DVNV HDFK HPSOR\HU DOVR WR EH D KHDOWK EHQHILWV
FRPSDQ\ DQG PDQDJH WKH LPSRVVLEOH WDVN RI HVFDODWLQJ KHDOWK FDUH SULFHV� ,W QR
ORQJHU PDNHV VHQVH WR SUHVHUYH WKLV V\VWHP� DQG WKLV $UWLFOH RIIHUV D VPRRWK
WUDQVLWLRQ WR VRPHWKLQJ EHWWHU IRU ZRUNHUV DQG FRPSDQLHV�

:H KDYH SURSRVHG D QRYHO HPSOR\HU SXEOLF RSWLRQ WKDW FRXOG DPHOLRUDWH
SUREOHPV IDFLQJ HPSOR\HU�VSRQVRUHG KHDOWK LQVXUDQFH DQG EXLOG D IRXQGDWLRQ IRU
D PRUH HIILFLHQW DQG HTXLWDEOH KHDOWK FDUH ILQDQFLQJ V\VWHP� +HDOWK ILQDQFLQJ
UHIRUP LV IRU JRRG UHDVRQ D KLJKO\ FRQWHVWHG LVVXH� ,W LV QR H[DJJHUDWLRQ WR VD\ LW LV
OLIH RU GHDWK� VLQFH LW VKDSHV ZKR FDQ DIIRUG OLIH�LPSURYLQJ DQG VXVWDLQLQJ DFFHVV
WR PHGLFDO FDUH� 6LPXOWDQHRXVO\� LW LV DOVR D ELJ GROODU FRQFHUQ IRU PDQ\ LQYHVWHG
SDUWLHV� ZKR PD\ RU PD\ QRW ZDQW FKDQJHV WR WKH VWDWXV TXR� 7KHVH FRQFHUQV
GHPDQG FDXWLRXV DQG VORZ DGMXVWPHQWV� <HW� PRYLQJ UHVSRQVLEO\ VKRXOG QRW
SUHFOXGH PDNLQJ IXQGDPHQWDO FKDQJHV ZKHQ QHHGHG�

:H WKLQN DQ HPSOR\HU SXEOLF RSWLRQ RIIHUV D UHVSRQVLEOH DQG SROLWLFDOO\
SODXVLEOH PHDQV WR EHJLQ WR PDNH QHFHVVDU\ IXQGDPHQWDO FKDQJHV LQ MRE�EDVHG
KHDOWK FRYHUDJH� ,Q FRQWUDVW� 0HGLFDUH IRU $OO PRYHV DOO $PHULFDQV RQWR D SXEOLFO\
ILQDQFHG V\VWHP EXW� ZKLOH HIIHFWLYH LQ DGGUHVVLQJ PDQ\ RI WKH VKRUWFRPLQJV RI WKH
8�6� V\VWHP� GRHV VR LQ D KLJKO\ GLVUXSWLYH ZD\ WKDW FHPHQWV SROLWLFDO RSSRVLWLRQ�
2Q WKH RWKHU KDQG� WKH PRUH SROLWLFDOO\ SDODWDEOH LQGLYLGXDO SXEOLF RSWLRQ PD\ KHOS
LPSURYH FRYHUDJH DW WKH PDUJLQV� EXW VXFK DQ DSSURDFK KDV OLPLWHG DELOLW\ WR
LPSURYH WKH KHDOWK FDUH ILQDQFLQJ V\VWHP� 2XU SURSRVDO DWWHPSWV WR ILQG D PLGGOH
JURXQG� E\ DOORZLQJ HPSOR\HUV WR OHDG WKH PRYHPHQW WRZDUG SXEOLF FRYHUDJH WR
WKH H[WHQW WKH\ ILQG GRLQJ VR WR EH LQ WKHLU LQWHUHVWV DQG WKHLU HPSOR\HHV¶ LQWHUHVWV�
7KLV YROXQWDU\ PHFKDQLVP FRXOG OHVVHQ SROLWLFDO RSSRVLWLRQ WR FKDQJH DQG DOVR
LPSURYH EXGJHW VFRULQJ DQG ILVFDO LPSDFW� 0RVW LPSRUWDQWO\� DQ HPSOR\HU SXEOLF
RSWLRQ RIIHUV D PHDQV WR DGGUHVV LQHTXLWLHV LQ FRYHUDJH DPRQJ WRGD\¶V ZRUNHUV DQG
VHUYH DV D JHQXLQH WHVW RI WKH YLDELOLW\ RI D EURDGHU V\VWHP RI SXEOLF FRYHUDJH LQ
WKH IXWXUH�



���

&29,'��� DQG ,QWHUQDWLRQDO)UHHGRPRI 0RYHPHQW�$
6WUDQGHG+XPDQ5LJKW"

)HUQDQGR 'LDV 6LP}HV


$EVWUDFW�
'HVSLWH WKH ODFN RI HYLGHQFH WKDW WUDYHO UHVWULFWLRQV DUH HIIHFWLYH� JRYHUQPHQWV

FRQIURQWHG ZLWK DQ LQIHFWLRXV GLVHDVH RXWEUHDN� HVSHFLDOO\ RQH LQYROYLQJ D SRRUO\
XQGHUVWRRG SDWKRJHQ� RIWHQ VHHN WR UHVWULFW PRYHPHQW²ERWK LQWHUQDOO\ DQG DFURVV
WKHLU ERUGHUV� ,Q UHVSRQVH WR &29,'���� PRVW FRXQWULHV LPSRVHG D EDQ RQ IRUHLJQ
WUDYHOHUV� ZLWK VRPH 6WDWHV HYHQ FORVLQJ ERUGHUV WR WKHLU RZQ QDWLRQDOV DQG
UHVLGHQWV RU SURKLELWLQJ WKHP IURP OHDYLQJ� :KLOH ERUGHU FRQWURO LV D OHJLWLPDWH
SUHURJDWLYH WKDW 6WDWHV FDQ XVH WR DVVHVV WKH KHDOWK FRQGLWLRQ RI WUDYHOHUV� EURDGHU
WUDYHO UHVWULFWLRQVDUHPRUHFRPSOH[ DQG UDLVHLQWULFDWHOHJDOTXHVWLRQV� 7KLV$UWLFOH
IRFXVHV RQ D VSHFLILF FDWHJRU\ RI WUDYHO UHVWULFWLRQV� WUDYHO EDQV� 6XFKPHDVXUHV DUH
EODQNHW SURKLELWLRQV DJDLQVW FURVVLQJ LQWHUQDWLRQDO ERUGHUV DSSOLHG WR DOO RU
SDUWLFXODU LQGLYLGXDOV� UHJDUGOHVV RI WKHLU KHDOWK VWDWXV� 7KH ODZIXOQHVV RI WUDYHO
EDQV GHSHQGV RQ VHYHUDO HOHPHQWV� )LUVW� RQH QHHGV WR H[DPLQH WKH DSSOLFDEOH OHJDO
IUDPHZRUN� WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV DQG KXPDQ ULJKWV WUHDWLHV�
'HWHUPLQLQJZKHWKHU WUDYHO EDQV DUH ODZIXO DOVR GHSHQGV RQ D VHFRQG HOHPHQW� WKH
VWDWXV RI WUDYHOHUV� QDPHO\� ZKHWKHU WKH\ TXDOLI\ DV QDWLRQDOV� UHVLGHQWV� RU
VRPHWKLQJ HOVH�:KLOH DOO SHRSOH KDYH WKH ULJKW WR OHDYH DQ\ FRXQWU\ DQG UHWXUQ WR
WKHLU FRXQWU\� WKHUH LV QR KXPDQ ULJKW WR HQWHU D IRUHLJQ VWDWH� $IWHU UHYLHZLQJ WKH
OHJDO IUDPHZRUN DQG �DYDLODEOH� LQIRUPDWLRQ RQ WUDYHO EDQV LPSOHPHQWHG LQ
UHVSRQVH WR &29,'���� WKLV $UWLFOH TXHVWLRQV ZKHWKHU WKH SHUWLQHQW UHTXLUHPHQWV
ZHUH UHVSHFWHG DQG H[DPLQHV D IHZRI WKHPRUH FOHDU�FXW FDVHV ZKHUH WUDYHO EDQV
EUHDFKHG WKH UXOHV DQG SULQFLSOHV WKDW VKRXOG JRYHUQ LQWHUQDWLRQDO PRELOLW\�


 $VVRFLDWH 3URIHVVRU� )DFXOW\ RI /DZ RI WKH &KLQHVH 8QLYHUVLW\ RI +RQJ .RQJ�
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�� 67$7(6¶ 121�&203/,$1&(������������������������������������������������������� ���
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,1752'8&7,21

7KH RXWEUHDNRI WKH YLUXV� QRZNQRZQDV&29,'����ZDV UHSRUWHG E\&KLQHVH
DXWKRULWLHV WR WKH :RUOG +HDOWK 2UJDQL]DWLRQ �:+2� RQ WKH ODVW GD\ RI ������
%DVHG RQ WKH LQIRUPDWLRQ DYDLODEOH DW WKH WLPH� :+2 DGYLVHG ³DJDLQVW WKH
DSSOLFDWLRQ RI DQ\ WUDYHO RU WUDGH UHVWULFWLRQV RQ&KLQD�´� 2Q -DQXDU\ ��� ����� WKH
RUJDQL]DWLRQ GHFODUHG WKH QRYHO FRURQDYLUXV D ³3XEOLF +HDOWK (PHUJHQF\ RI
,QWHUQDWLRQDO &RQFHUQ´ �3+(,&��� 7KH (PHUJHQF\ &RPPLWWHH VWDWHG WKDW LW GLG
³QRW UHFRPPHQG DQ\ WUDYHO RU WUDGH UHVWULFWLRQ EDVHG RQ WKH FXUUHQW LQIRUPDWLRQ
DYDLODEOH�´� 7HGURV *KHEUH\HVXV� :+2¶V 'LUHFWRU�*HQHUDO� UHLWHUDWHG� ³>7@KHUH LV
QR UHDVRQ IRU PHDVXUHV WKDW XQQHFHVVDULO\ LQWHUIHUH ZLWK LQWHUQDWLRQDO WUDYHO DQG
WUDGH� :+2 GRHVQ¶W UHFRPPHQG OLPLWLQJ WUDGH DQG PRYHPHQW�´� 7KHVH
UHFRPPHQGDWLRQVZHUH LQ OLQHZLWK WKH SXUSRVH DQGVFRSHRI WKH ����,QWHUQDWLRQDO
+HDOWK 5HJXODWLRQV �,+5�� DQG WKH QDWXUH RI WHPSRUDU\ UHFRPPHQGDWLRQV��

+LVWRULFDOO\� JRYHUQPHQWV FRQIURQWHG ZLWK D SDQGHPLF KDYH HQJDJHG LQ D
³NQHH�MHUN´ UHDFWLRQ RI LPSRVLQJ WUDYHO UHVWULFWLRQV�� 6XFK UHDFWLRQV ZHUH WDNHQ WR

� &29,'���²&KLQD� :25/' +($/7+ 25*� �-DQ� �� ������
KWWSV���ZZZ�ZKR�LQW�HPHUJHQFLHV�GLVHDVH�RXWEUHDN�QHZV�LWHP������'21����

� ,G�
� 6WDWHPHQW RQ WKH 6HFRQG 0HHWLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������ (PHUJHQF\

&RPPLWWHH 5HJDUGLQJ WKH 2XWEUHDN RI 1RYHO &RURQDYLUXV ������Q&R9�� :25/' +($/7+ 25*� �-DQ�
��� ������ KWWSV���ZZZ�ZKR�LQW�QHZV�LWHP������������VWDWHPHQW�RQ�WKH�VHFRQG�PHHWLQJ�RI�WKH�
LQWHUQDWLRQDO�KHDOWK�UHJXODWLRQV��������HPHUJHQF\�FRPPLWWHH�UHJDUGLQJ�WKH�RXWEUHDN�RI�QRYHO�
FRURQDYLUXV�������QFRY� >KHUHLQDIWHU 6WDWHPHQW RQ WKH 6HFRQG 0HHWLQJ RI WKH ,QWHUQDWLRQDO +HDOWK
5HJXODWLRQV ������@� $ 3+(,& LV ³DQ H[WUDRUGLQDU\ HYHQW ZKLFK LV GHWHUPLQHG � � � �L� WR FRQVWLWXWH D
SXEOLF KHDOWK ULVN WR RWKHU 6WDWHV WKURXJK WKH LQWHUQDWLRQDO VSUHDG RI GLVHDVH DQG �LL� WR SRWHQWLDOO\
UHTXLUH D FRRUGLQDWHG LQWHUQDWLRQDO UHVSRQVH�´ ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� :25/' +($/7+
25*� DUW� ���� ������ >KHUHLQDIWHU ,+5@� VHH DOVR LG� DW DUW� �� �GHWHUPLQDWLRQ RI D 3+(,&��

� 6WDWHPHQW RQ WKH 6HFRQG 0HHWLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������� VXSUD QRWH
��

� :+2 'LUHFWRU�*HQHUDO¶V 6WDWHPHQW RQ ,+5 (PHUJHQF\ &RPPLWWHH RQ 1RYHO &RURQDYLUXV
������Q&R9�� :25/' +($/7+ 25*� �-DQ� ��� ������ KWWSV���ZZZ�ZKR�LQW�GJ�VSHHFKHV�GHWDLO�ZKR�
GLUHFWRU�JHQHUDO�V�VWDWHPHQW�RQ�LKU�HPHUJHQF\�FRPPLWWHH�RQ�QRYHO�FRURQDYLUXV�������QFRY��

� ,+5� VXSUD QRWH �� DW DUW� � �³>7@R SUHYHQW� SURWHFW DJDLQVW� FRQWURO DQG SURYLGH D SXEOLF KHDOWK
UHVSRQVH WR WKH LQWHUQDWLRQDO VSUHDG RI GLVHDVH LQ ZD\V WKDW DUH FRPPHQVXUDWH ZLWK DQG UHVWULFWHG WR
SXEOLF KHDOWK ULVNV� DQG ZKLFK DYRLG XQQHFHVVDU\ LQWHUIHUHQFH ZLWK LQWHUQDWLRQDO WUDIILF DQG WUDGH�´��

� ,G� DW DUW� ���� �³>1@RQ�ELQGLQJ DGYLFH LVVXHG E\ :+2 XQGHU $UWLFOH �� IRU DSSOLFDWLRQ RQ D
WLPH�OLPLWHG� ULVN�VSHFLILF EDVLV� LQ UHVSRQVH WR D SXEOLF KHDOWK HPHUJHQF\ RI LQWHUQDWLRQDO FRQFHUQ�
WR SUHYHQW RU UHGXFH WKH LQWHUQDWLRQDO VSUHDG RI GLVHDVH DQG PLQLPL]H LQWHUIHUHQFH ZLWK LQWHUQDWLRQDO
WUDIILF�´��

� /DZUHQFH 2� *RVWLQ� 3DQGHPLF ,QIOXHQ]D� 3XEOLF +HDOWK 3UHSDUHGQHVV IRU WKH 1H[W *OREDO
+HDOWK (PHUJHQF\� �� -� /� 0('�	 (7+,&6 ���� ��� ������� '� +DJHQ� &DVH 6WXG\ �� 3RUW +HDOWK
DQG ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� LQ ,1752'8&7,21 72 3$1'(0,& ,1)/8(1=$ ��� �-RQDWKDQ
9DQ�7DP 	 &KORH 6HOOZRRG HGV�� ������ 0LFKDHO .HQZLFN 	 %HWK 6LPPRQV� 3DQGHPLF 5HVSRQVH
DV %RUGHU 3ROLWLFV� �� ,QW¶O 2UJ� (��� (�� ������ �³+DUGHQLQJ LQWHUQDWLRQDO ERUGHUV LQ WKH IDFH RI
SHUFHLYHG KHDOWK WKUHDWV LV KLVWRULFDOO\ VWDWHV¶ ILUVW �DQG VRPHWLPHV RQO\� PRYH�´��
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XQSUHFHGHQWHG OHYHOV LQ UHVSRQVHWR&29,'����$FFRUGLQJWR:+2� ��� FRXQWULHV
DGRSWHG VRPH IRUP RI WUDYHO UHVWULFWLRQ� ZLWK ��� FORVLQJ WKHLU ERUGHUV�� ,Q $SULO
����� DURXQG ���RI WKH ZRUOG SRSXODWLRQ OLYHG LQ FRXQWULHV ZLWK UHVWULFWLRQV RQ
QRQ�FLWL]HQV DQG QRQ�UHVLGHQWV� DQG URXJKO\ ��� OLYHG LQ FRXQWULHV ZLWK ERUGHUV
FORVHG WR HYHU\RQH��� 0DQ\ FRXQWULHV SURKLELWHG WKH HQWU\ RI FLWL]HQV RU UHFHQW
WUDYHOHUV IURP WKH PRVW DIIHFWHG DUHDV��� 2WKHUV ZHQW IDUWKHU DQG LPSRVHG DQ
DEVROXWH EDQ RQ LQFRPLQJ WUDYHOHUV� LQFOXGLQJ WKHLU RZQ FLWL]HQV��� RU SURKLELWHG
WKHP IURP OHDYLQJ��� $V FRQGLWLRQV LPSURYHG� VRPH FRXQWULHV JUDGXDOO\ OLIWHG RU

�:+2�:HHNO\ 8SGDWH RQ &29,'���� ���� $SULO ����� :25/' +($/7+ 25*� � �0D\ �� ������
KWWSV���ZZZ�ZKR�LQW�SXEOLFDWLRQV�P�LWHP�ZHHNO\�XSGDWH�RQ�FRYLG���������DSULO������

�� 3KLOOLS &RQQRU� 0RUH WKDQ 1LQH�LQ�7HQ 3HRSOH :RUOGZLGH /LYH LQ &RXQWULHV ZLWK 7UDYHO
5HVWULFWLRQV DPLG &29,'���� 3(: 56&+� &75� �$SU� �� ������ KWWSV���ZZZ�SHZUHVHDUFK�RUJ�IDFW�
WDQN������������PRUH�WKDQ�QLQH�LQ�WHQ�SHRSOH�ZRUOGZLGH�OLYH�LQ�FRXQWULHV�ZLWK�WUDYHO�
UHVWULFWLRQV�DPLG�FRYLG����

�� )RU D XVHIXO URDGPDS RI WKH PD]H RI WUDYHO UHVWULFWLRQV LPSOHPHQWHG ZRUOGZLGH� VHH &29,'�
�� 75$9(/ 5(675,&7,216 '$7$%$6(� KWWSV���UHVWULFWLRQV�LQIR�

�� 6HH� H�J�� (FXDGRU &ORVHV %RUGHUV WR )RUHLJQ 7UDYHOHUV GXH WR &RURQDYLUXV� 5(87(56 �0DU�
��� ����� KWWSV���ZZZ�UHXWHUV�FRP�DUWLFOH�KHDOWK�FRURQDYLUXV�HFXDGRU�LG86/�1�%��;. �(FXDGRU�
JLYLQJ UHVLGHQWV DQG QDWLRQDOV WZR GD\V WR UHWXUQ�� 8�6� (PEDVV\ LQ 7ULQLGDG 	 7REDJR� &ORVXUH RI
7ULQLGDG DQG 7REDJR %RUGHUV 0LGQLJKW 0DUFK ��� ����� 8�6� (0%$66< �0DU� ��� ������
KWWSV���WW�XVHPEDVV\�JRY�KHDOWK�DOHUW�X�V�HPEDVV\�SRUW�RI�VSDLQ�WULQLGDG�DQG�WREDJR�PDUFK����
���� �7ULQLGDG DQG 7REDJR�� %XKDUL 'LUHFWV &ORVXUH RI $LU� /DQG %RUGHUV IRU � :HHNV� 9$1*8$5'
�0DU� ��� ������ KWWSV���ZZZ�YDQJXDUGQJU�FRP���������EUHDNLQJ�EXKDUL�GLUHFWV�FORVXUH�RI�DLU�
ODQG�ERUGHUV�IRU���ZHHNV �1LJHULD�� %HOL]H LV 1RZ RQ :DU )RRWLQJ� 30 %DUURZ $QQRXQFHV &ORVXUH
RI %RUGHUV WR 1DWLRQDOV� %5($.,1* %(/,=( 1(:6 �$SU� �� ������ KWWSV���ZZZ�EUHDNLQJEHOL]H
QHZV�FRP������������EHOL]H�LV�QRZ�RQ�ZDU�IRRWLQJ�SP�EDUURZ�DQQRXQFHV�FORVXUH�RI�ERUGHUV�WR�
QDWLRQDO �%HOL]H�� $GULDDQ $OVHPD� &RORPELD &ORVHV /DQG DQG 6HD %RUGHUV DIWHU 5HVWULFWLQJ $LU
7UDYHO� &2/20� 5(36� �0DU� ��� ������ KWWSV���FRORPELDUHSRUWV�FRP�FRORPELD�FORVHV�ODQG�DQG�VHD�
ERUGHUV�DIWHU�UHVWULFWLQJ�DLU�WUDYHO �&RORPELD� DOORZLQJ RQO\ UHVWULFWHG DLU WUDYHO�� 6XULQDPH� 9LFH
3UHVLGHQW $QQRXQFHV 1DWLRQZLGH (QWU\ DQG ([LW %DQ 0DUFK ��� *$5'$:25/' �0DU� ��� ������
KWWSV���ZZZ�JDUGD�FRP�FULVLV���QHZV�DOHUWV��������VXULQDPH�YLFH�SUHVLGHQW�DQQRXQFHV�
QDWLRQZLGH�HQWU\�DQG�H[LW�EDQ�PDUFK����XSGDWH�� �6XULQDPH�� 0RURFFR WR 6WDUW 5HRSHQLQJ %RUGHUV
$IWHU 6WULFW /RFNGRZQ� $662&,$7(' 35(66 �-XO\ �� ������ KWWSV���ZZZ�YRDQHZV�FRP�FRYLG����
SDQGHPLF�PRURFFR�VWDUW�UHRSHQLQJ�ERUGHUV�DIWHU�VWULFW�ORFNGRZQ �0RURFFR�� $QJHOD %XUQV� %ULWLVK
9LUJLQ ,VODQGV &ORVHV %RUGHUV WR $OO 7UDYHOHUV (IIHFWLYH 0LGQLJKW� 9,5*,1 ,6� &216257,80 �0DU� ���
������ KWWSV���YLFRQVRUWLXP�FRP�YL�FRURQDYLUXV�YLUJLQ�LVODQGV�EULWLVK�YLUJLQ�LVODQGV�FORVHV�ERUGHUV �
WR�DOO�WUDYHOHUV�HIIHFWLYH�PLGQLJKW �%ULWLVK 9LUJLQ ,VODQGV�� &29,'���� *DPELD� 6HQHJDO WR &ORVH
%RUGHU IRU �� 'D\V� $1$'2/8 $*(1&< �0DU� ��� ������ KWWSV���ZZZ�DD�FRP�WU�HQ�DIULFD�FRYLG����
JDPELD�VHQHJDO�WR�FORVH�ERUGHU�IRU����GD\V�������� �*DPELD DQG 6HQHJDO��

�� ,Q DGGLWLRQ WR &RORPELD� 6XULQDPH� 0RURFFR� *DPELD� DQG WKH %ULWLVK 9LUJLQ ,VODQGV� VHH
VXSUD QRWH ��� DGGLWLRQDO FRXQWULHV RU WHUULWRULHV LPSRVHG DQ H[LW EDQ� 6HH +D]OLQ +DVVDQ� 0DOD\VLD
%DQV 7UDYHO $EURDG� 6KXWV 6FKRROV DQG %XVLQHVVHV RYHU &RURQDYLUXV 6SUHDG� /RFNGRZQ WLOO 0DUFK
��� 675$,76 7,0(6 �0DU� ��� ������ KWWSV���ZZZ�VWUDLWVWLPHV�FRP�DVLD�VH�DVLD�PDOD\VLD�WR�LPSRVH�
ORFNGRZQ�IURP�ZHGQHVGD\�WR�PDUFK��� �0DOD\VLD�� %%& 1HZV� &RYLG� $XVWUDOLD WR HQG EDQ RQ
FLWL]HQV OHDYLQJ FRXQWU\� %%& 1(:6 �2FW� ��� ������ KWWSV���ZZZ�EEF�FRP�QHZV�ZRUOG�DXVWUDOLD�
�������� �$XVWUDOLD� .D]DNKVWDQ� 8]EHNLVWDQ &ORVH %RUGHUV DIWHU )LUVW &RURQDYLUXV &DVHV�
5(87(56 �0DU� ��� ������ KWWSV���ZZZ�UHXWHUV�FRP�DUWLFOH�XV�KHDOWK�FRURQDYLUXV�ND]DNKV WDQ�
HPHUJHQ�LG86.%1����(; �8]EHNLVWDQ DQG .D]DNKVWDQ�� 'RPLQLFDQ 5HSXEOLF &ORVLQJ %RUGHUV IRU
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DOOHYLDWHG UHVWULFWLRQV���
7UDYHO FRQWULEXWHV VLJQLILFDQWO\ WR WKH SURSDJDWLRQ RI LQIHFWLRXV GLVHDVHV���

HVSHFLDOO\ DLU WUDYHO��� +RZHYHU� FRQWUDU\ WR FRPPRQ SHUFHSWLRQ� VFLHQWLILF VWXGLHV
KDYH FRQVLVWHQWO\ GHPRQVWUDWHG WKDW WUDYHO UHVWULFWLRQV KDYH QRW EHHQ HIIHFWLYH LQ
VLJQLILFDQWO\SUHYHQWLQJWKH VSUHDG RI LQIHFWLRXVGLVHDVHV� DWPRVWGHOD\LQJWKH SHDN
RI SDVW SDQGHPLFV E\ D IHZGD\V WR ZHHNV��� %\ PHUHO\ GHOD\LQJ WKH LQLWLDO VSUHDG
RI WKH GLVHDVH� VXFK PHDVXUHV IDLO WR FRQVLGHUDEO\ UHGXFH WUDQVPLVVLRQV LI QRW
FRPELQHG ZLWK LQIHFWLRQ SUHYHQWLRQ DQG FRQWURO PHDVXUHV��� ,Q DGGLWLRQ� WUDYHO
UHVWULFWLRQV PD\ FUHDWH VLJQLILFDQW KDUP DV WKH\ KDYH GLVDVWURXV HFRQRPLF HIIHFWV�
SDUWLFXODUO\ IRU GHYHORSLQJ FRXQWULHV��� KDPSHU WKH IORZ RI PHGLFDO VXSSOLHV DQG

�� 'D\V LQ &RURQDYLUXV 0HDVXUH� &$5,%%($1 -� �0DU� �� ������
KWWSV���ZZZ�FDULEMRXUQDO�FRP������������GRPLQLFDQ�UHSXEOLF�FORVLQJ�ERUGHUV����GD\V �'RPLQLFDQ
5HSXEOLF�� 5DVLGDK %DNDU� 1R 3ODQV WR 5HRSHQ %UXQHL %RUGHUV LQ $XJXVW� 6&223 �-XO\ ��� ������
KWWSV���WKHVFRRS�FR������������QR�SODQV�WR�UHRSHQ�EUXQHL�ERUGHUV�LQ�DXJXVW �%UXQHL�� *LII -RKQVRQ�
)60� 0DUVKDOO ,VODQGV 6WHS XS &RURQDYLUXV 7UDYHO %DQV � 5$',2 1�=� �)HE� �� ������
KWWSV���ZZZ�UQ]�FR�Q]�LQWHUQDWLRQDO�SDFLILF�QHZV��������IVP�PDUVKDOO�LVODQGV�VWHS�XS�
FRURQDYLUXV�WUDYHO�EDQV �)HGHUDWHG 6WDWHV RI 0LFURQHVLD��

�� 6HH� H�J�� /DXUHQ (JDQ 	 0RQLFD $OED� %LGHQ $GPLQLVWUDWLRQ WR /LIW 7UDYHO 5HVWULFWLRQV RQ
� $IULFDQ 1DWLRQV� &1%& �'HF� ��� ������ KWWSV���ZZZ�FQEF�FRP������������ELGHQ�DGPLQLVWUDWLRQ�
WR�OLIW�WUDYHO�UHVWULFWLRQV�RQ���DIULFDQ�QDWLRQV�KWPO� 6LQJDSRUH /LIWV 7UDYHO %DQ IRU �� $IULFDQ
&RXQWULHV� &+$11(/ 1(:6$6,$ �'HF� ��� ������ KWWSV���ZZZ�FKDQQHOQHZVDVLD�FRP�VLQJDSRUH�
FRYLG����RPLFURQ�VLQJDSRUH�OLIW�WUDYHO�EDQ����DIULFD�FRXQWULHV��������� ,GR (IUDWL 	 6KLUD .DGDUL�
2YDGLD� ,VUDHO /LIWV $OO &29,' 7UDYHO %DQV 0DGH ,UUHOHYDQW E\ 2PLFURQ� (DVHV 6FKRRO 5HVWULFWLRQV�
+$$5(7= �-DQ� �� ������ KWWSV���ZZZ�KDDUHW]�FRP�LVUDHO�QHZV�LVUDHO�WR�OLIW�FRYLG�WUDYHO�
UHVWULFWLRQV�RQ�DOO�FRXQWULHV�IURP�PLGQLJKW������������

�� 0DU\ :LOVRQ� 7UDYHO DQG WKH (PHUJHQFH RI ,QIHFWLRXV 'LVHDVHV� � (0(5*,1* ,1)(&7,286
',6($6(6 �� ������� 'RXJODV 0DF3KHUVRQ 	 %ULDQ *XVKXODN� +XPDQ 0RELOLW\ DQG 3RSXODWLRQ
+HDOWK� 1HZ $SSURDFKHV LQ D *OREDOL]LQJ :RUOG� �� 3(5636� %,2/2*< 	0('� ��� �������

�� 5HEHFFD *UDLV� +XJK (OOLV 	 *UHJRU\ *ODVV� $VVHVVLQJ WKH ,PSDFW RI $LUOLQH 7UDYHO RQ WKH
*HRJUDSKLF 6SUHDG RI 3DQGHPLF ,QIOXHQ]D� �� (85� -� (3,'(0,2/2*< ���� ������� $LGDQ )LQGODWHU
	 ,VDDF %RJRFK� +XPDQ 0RELOLW\ DQG WKH *OREDO 6SUHDG RI ,QIHFWLRXV 'LVHDVHV� $ )RFXV RQ $LU
7UDYHO� �� 75(1'6 3$5$6,72/2*< ��� �������

�� -RVKXD (SVWHLQ HW DO�� &RQWUROOLQJ 3DQGHPLF )OX� 7KH 9DOXH RI ,QWHUQDWLRQDO $LU 7UDYHO
5HVWULFWLRQV� � 3/26 21( � ������� 3DROR %DMDUGL HW DO�� +XPDQ 0RELOLW\ 1HWZRUNV� 7UDYHO
5HVWULFWLRQV� DQG WKH *OREDO 6SUHDG RI ���� +�1� 3DQGHPLF � 3/26 21( H����� ������� $QD
0DWHXV HW DO�� (IIHFWLYHQHVV RI 7UDYHO 5HVWULFWLRQV LQ WKH 5DSLG &RQWDLQPHQW RI +XPDQ ,QIOXHQ]D� $
6\VWHPDWLF 5HYLHZ �� %8//�:25/' +($/7+ 25*� ��� �������1LFROH (UUHWW� /DXUHQ 6DXHU 	 /DLQLH
5XWNRZ�$Q ,QWHJUDWLYH 5HYLHZ RI WKH /LPLWHG (YLGHQFH RQ ,QWHUQDWLRQDO 7UDYHO %DQV DV DQ (PHUJLQJ
,QIHFWLRXV 'LVHDVH 'LVDVWHU &RQWURO 0HDVXUH� �� -� (0(5*(1&< 0*07� � ������� $VDPL $Q]DL HW
DO�� $VVHVVLQJ WKH ,PSDFW RI 5HGXFHG 7UDYHO RQ ([SRUWDWLRQ '\QDPLFV RI 1RYHO &RURQDYLUXV ,QIHFWLRQ
�&29,'���� ���� -� &/,1,&$/ 0('� ��� �������

�� 0DWWHR &KLQD]]L HW DO�� 7KH (IIHFW RI 7UDYHO 5HVWULFWLRQV RQ WKH 6SUHDG RI WKH ���� 1RYHO
&RURQDYLUXV �&29,'����2XWEUHDN ��� 6&,(1&( ��� �������

�� 6HH (&2120,&6 ,1 7+( 7,0( 2) &29,'��� �5LFKDUG %DOGZLQ 	 %HDWULFH GL 0DXUR HGV��
������
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KHDOWK ZRUNHUV��� LQIULQJH XSRQ WKH ULJKWV RI PLJUDQWV DQG UHIXJHHV��� DQG GHSULYH
FRXQWULHV RI PLJUDQW ZRUNHUV���

$ VKDUS UHGXFWLRQ LQ LQWHUQDWLRQDO PRELOLW\ LV H[SHFWHG� JLYHQ WKDW LQGLYLGXDOV
YROXQWDULO\ UHIUDLQ IURP WUDYHOLQJ GXULQJ DQ HSLGHPLF��� +RZHYHU� WUDYHO
UHVWULFWLRQV DOVR VHQG D SRZHUIXO VLJQDO WR EXVLQHVVHV� QDPHO\ DLUOLQHV� ZKR UHDFW
E\ FDQFHOLQJ IOLJKWV� WKXV LPSRVLQJ GH IDFWR WUDYHO UHVWULFWLRQV WKDW FRPSRXQG WKH
SUREOHP� 7KH ,+5� KRZHYHU� RQO\ DSSO\ WR 6WDWHV 3DUWLHV DQG GR QRW LPSRVH DQ\
VWDQGDUGV RI EHKDYLRU RQ SULYDWH DFWRUV���

7UDYHO UHVWULFWLRQV ZHUH SDUWLFXODUO\ FUXHO IRU PLJUDQWV�0DQ\ZHUH GLVPLVVHG
IURP WKHLU MREV DQG EHFDPH XQDEOH WR VXSSRUW WKHPVHOYHV RU UHWXUQ ³KRPH�́ ��

6HYHUDO FRXQWULHV FKDUWHUHGIOLJKWV WR EULQJWKHPEDFN���0RVW IOLJKWVZHUHUHVHUYHG
IRU QDWLRQDOV� UHYHDOLQJ D QDWLRQDOLW\�EDVHG DSSURDFK WR SXEOLF KHDOWK� $V
GHPRQVWUDWHG HDUOLHU� WKHVH ³UHVFXH PLVVLRQV´ LURQLFDOO\PLJKW KDYH UHVXOWHG LQ WKH
LPSRUWDWLRQ RI WKH YLUXV LI QRW FRXSOHG ZLWK SURSHU FRQWURO PHDVXUHV� �� 7KRVH
ZLWKRXW D JROGHQ WLFNHW KDG WR VFUDPEOH IRU D VHDW LQ WKH UHPDLQLQJ UHJXODU IOLJKWV�
RIWHQ WR QR DYDLO� 7KH ³JOREDO YLOODJH�´ QRUPDOO\ ZLWKLQ WKH UHDFK RI D IHZ IOLJKWV�
WXUQHG LQWR DQ DUFKLSHODJR RI LQDFFHVVLEOH LVODQGV�

/LNH RWKHU HSLGHPLFV RU SDQGHPLFV� &29,'��� LV D WKUHDW WR ERWK KXPDQ

�� -HQQLIHU 1X]]R HW DO�� 7UDYHO %DQV :LOO ,QFUHDVH WKH 'DPDJH :URXJKW E\ (EROD� ��
%,26(&85,7< 	 %,27(5525,60� %,2'()(16( 675$7(*<� 35$&�	 6&,� ��� ������� &KLDUD 3ROHWWR HW
DO� $VVHVVLQJ WKH ,PSDFW RI 7UDYHO 5HVWULFWLRQV RQ ,QWHUQDWLRQDO 6SUHDG RI WKH ���� :HVW $IULFDQ
(EROD (SLGHPLF� �� (8526859(,//$1&( �� � �������

��'HLV\ 9HQWXUD� 7KH ,PSDFW RI ,QWHUQDWLRQDO +HDOWK &ULVHV RQ WKH 5LJKWV RI 0LJUDQWV� �� ,17¶/
-� 21 +80� 576� �� ������� (OLVH 0HUFLHU 	 6HDQ 5HKDDJ� 7KH 5LJKW WR 6HHN $V\OXP LQ &DQDGD
�'XULQJ D *OREDO 3DQGHPLF�� �� 26*22'( +$// /�-� ��� �������

�� -XOLD *HODWW� ,PPLJUDQW :RUNHUV� 9LWDO WR WKH 8�6� &29,'��� 5HVSRQVH� 'LVSURSRUWLRQDWHO\
9XOQHUDEOH� 0,*5$7,21 32/¶< ,167� �0DU� ������ KWWSV���ZZZ�LPPLJUDWLRQUHVHDUFK�RUJ�V\VWHP
�ILOHV�&29,'����(VVHQWLDO:RUNHUV�)6B)LQDO�SGI�

�� +DJHQ� VXSUD QRWH �� DW ���� 7LPRWK\ 5XVVHOO HW DO�� (IIHFW RI ,QWHUQDWLRQDOO\ ,PSRUWHG &DVHV
RQ ,QWHUQDO 6SUHDG RI &29,'���� $ 0DWKHPDWLFDO 0RGHOOLQJ 6WXG\� � /$1&(7 38%� +($/7+ H���
H�� ������ �³,QWHUQDWLRQDO WUDYHO KDV GHFUHDVHG JUHDWO\ VLQFH WKH &29,'��� SDQGHPLF EHJDQ EHFDXVH
RI WUDYHO UHVWULFWLRQV� EXW DOVR RZLQJ WR LQGLYLGXDO VHOI�H[FOXVLRQ GXH WR IHDU RI LQIHFWLRQ DQG UHGXFHG
EXVLQHVV DQG WRXULVP RSSRUWXQLWLHV�´��

�� /DZUHQFH *RVWLQ� 0DU\ 'H%DUWROR 	 (ULF )ULHGPDQ� 7KH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV
�� <HDUV RQ� 7KH*RYHUQLQJ )UDPHZRUN IRU *OREDO +HDOWK 6HFXULW\� ��� /$1&(7 ����� ���� �������

�� 6HH /RUHQ]R *XDGDJQR� 0LJUDQWV DQG WKH &29,'��� 3DQGHPLF� $Q ,QLWLDO $QDO\VLV� ,17¶/
25*� )25 0,*5$7,21 �� ���� ������� KWWSV���SXEOLFDWLRQV�LRP�LQW�ERRNV�PUV�QR����PLJUDQWV�DQG�
FRYLG����SDQGHPLF�LQLWLDO�DQDO\VLV� )URP WKH )LHOG� &29,'��� 5HVWULFWLRQV /HDYH 0LJUDQW :RUNHUV
6WUDQGHG� 81,7(' 1$7,216 �-XQH ��� ������ KWWSV���QHZV�XQ�RUJ�HQ�VWRU\�����������������

�� 6HH� H�J�� 2YHUYLHZ RI 5HSDWULDWLRQ )OLJKWV� (85� &200¶1 �'HF� �� ������
KWWSV���HF�HXURSD�HX�LQIR�ILOHV�RYHUYLHZ�UHSDWULDWLRQ�IOLJKWVBHQ� 0LFKDHO *ROGVWHLQ� 8�6� 6WDWH
'HSDUWPHQW %ULQJV +RPH 2YHU ������ $PHULFDQV LQ &RURQDYLUXV &ULVLV � )25%(6 �$SU� ��� ������
KWWSV���ZZZ�IRUEHV�FRP�VLWHV�PLFKDHOJROGVWHLQ������������XV�VWDWH�GHSDUWPHQW�EULQJV�KRPH�PRUH�
WKDQ�������DPHULFDQV�LQ�FRURQDYLUXV�FULVLV����F��G���G���

�� .KDQ 6KDUXQ HW DO�� ,QWHUQDWLRQDO 7UDYHO 'XULQJ WKH &29,'��� 3DQGHPLF� ,PSOLFDWLRQV DQG
5LVNV $VVRFLDWHG ZLWK µ7UDYHO %XEEOHV�¶ �� -� 75$9(/ 0('� � �������
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KHDOWK DQG KXPDQ ULJKWV��� 7KHUH DUH LQH[WULFDEOH FRQQHFWLRQV EHWZHHQ WKHVH WZR
VSKHUHV� 8QGHU KXPDQ ULJKWV ODZ� 6WDWHV PXVW SURWHFW SXEOLF KHDOWK E\ ILJKWLQJ WR
FRQWDLQ WKH SDQGHPLF��� +RZHYHU� WKH\ DOVR KDYH D GXW\ WR SURWHFW RWKHU
IXQGDPHQWDO KXPDQ ULJKWV� 7KH SDQGHPLF HQGDQJHUV DOPRVW DOO KXPDQ ULJKWV���
*RYHUQPHQWDOPHDVXUHVVXFKDV FRPSXOVRU\ TXDUDQWLQHDQG WUDYHO UHVWULFWLRQVPD\
YLRODWH LQGLYLGXDO ULJKWV��� 7KH ULJKWV WR ERGLO\ LQWHJULW\� WR SULYDF\� WR EH IUHHIURP
LQKXPDQH RU GHJUDGLQJ WUHDWPHQW� WR EH IUHH IURP GLVFULPLQDWLRQ� DQG WR IUHHGRP
RI PRYHPHQW DUH SDUWLFXODUO\ YXOQHUDEOH���

)UHHGRP RI PRYHPHQW KDV VLJQLILFDQW HFRQRPLF� SROLWLFDO� DQG OHJDO
GLPHQVLRQV� 7KLV ULJKW KDV UHFHLYHG VRPH VFKRODUO\ DWWHQWLRQ LQ FRQQHFWLRQZLWK
FHUWDLQ WRSLFV VXFK DV WKH ULJKWV RI PLJUDQWV�� DQG WKH ULJKW WR REWDLQ D SDVVSRUW���

��$OHVVDQGUD 6SDGDUR� &29,'���� 7HVWLQJ WKH /LPLWV RI +XPDQ5LJKWV� �� (85� -� 5,6. 5(*8/�
���� ������ ������� .DULPD %HQQRXQH� ³/HVW:H 6KRXOG 6OHHS´� &29,'��� DQG+XPDQ5LJKWV� ���
$0� -� ,17¶/ /� ��� �������

��$UWLFOH ����� RI WKH ,QWHUQDWLRQDO &RYHQDQW RQ (FRQRPLF� 6RFLDO DQG &XOWXUDO 5LJKWV SURYLGHV
WKDW ³6WDWHV 3DUWLHV � � � UHFRJQL]H WKH ULJKW RI HYHU\RQH WR WKH HQMR\PHQW RI WKH KLJKHVW DWWDLQDEOH
VWDQGDUG RI SK\VLFDO DQG PHQWDO KHDOWK�´ 2II� RI WKH +LJK &RPP¶U IRU +XP� 5WV�� ,QWHUQDWLRQDO
&RYHQDQW RQ (FRQRPLF� 6RFLDO DQG &XOWXUDO 5LJKWV� 81,7(' 1$7,216 �-DQ� �� ������
KWWSV���ZZZ�RKFKU�RUJ�HQ�SURIHVVLRQDOLQWHUHVW�SDJHV�FHVFU�DVS[� $UWLFOH ������F� DGGV WKDW ³>W@KH
VWHSV WR EH WDNHQ E\ WKH 6WDWHV 3DUWLHV WR � � � DFKLHYH WKH IXOO UHDOL]DWLRQ RI WKLV ULJKW VKDOO LQFOXGH
WKRVH QHFHVVDU\ IRU � � � >W@KH SUHYHQWLRQ� WUHDWPHQW DQG FRQWURO RI HSLGHPLF� HQGHPLF� RFFXSDWLRQDO
DQG RWKHU GLVHDVHV�´ ,G�

�� %HQQRXQH� VXSUD QRWH ��� DW ���� ����
�� 6HH /DUU\ *RVWLQ 	 %HQ %HUNPDQ� ,VRODWLRQ� 4XDUDQWLQH� %RUGHU &RQWURO DQG 6RFLDO�

'LVWDQFLQJ 0HDVXUHV� LQ $''5(66,1* (7+,&$/ ,668(6 ,1 3$1'(0,& ,1)/8(1=$ 3/$11,1*�
',6&866,21 3$3(56 ��� �� ������� &KULVWLDQ (QHPDUN� ,V 3DQGHPLF )OX D 6HFXULW\ 7KUHDW"� ��
6859,9$/ ���� ������ ������� %HOLQGD %HQQHWW� 7UDYHO LQ D 6PDOO :RUOG� 6$56� *OREDOL]DWLRQ DQG
3XEOLF +HDOWK /DZV� LQ*/2%$/,=$7,21 $1'+($/7+�&+$//(1*(6)25+($/7+/$: $1'%,2(7+,&6
�� � �%HOLQGD %HQQHWW 	 *HRUJH )� 7RPRVV\ HGV�� ������

�� *RVWLQ 	 %HUNPDQ� VXSUD QRWH ��� DW ��� :HQG\ 3DUPHW� 3XEOLF +HDOWK 	 6RFLDO &RQWURO�
,PSOLFDWLRQV IRU +XPDQ 5LJKWV� ,17¶/ &281&,/ 21 +80� 576� 32/¶< � �������
KWWSV���SDSHUV�VVUQ�FRP�VRO��SDSHUV�FIP"DEVWUDFWBLG �������� %ULJLW 7RHEHV� +XPDQ 5LJKWV DQG
3XEOLF +HDOWK� 7RZDUGV D %DODQFHG 5HODWLRQVKLS� �� ,17¶/ -� +80� 576� ���� ��� ������� 8SGDWH
DQG 6XPPDU\ *XLGH WR WKH 5HSRUW� $GYDQFLQJ WKH 5LJKW WR +HDOWK²7KH 9LWDO 5ROH RI /DZ�:25/'
+($/7+ 25*� �� ������� KWWSV���ZZZ�ZKR�LQW�KHDOWKV\VWHPV�WRSLFV�KHDOWK�ODZ�$5+�6XPPDQU\�
*XLGHB)LQDOBRQOLQHBYHUVLRQ�SGI�

�� 6HH� H�J�� &ROLQ +DUYH\ 	 5REHUW %DUQLGJH� +XPDQ 5LJKWV� )UHH 0RYHPHQW� DQG WKH 5LJKW
WR /HDYH LQ ,QWHUQDWLRQDO /DZ� �� ,17¶/ -� 5()8*(( /� � ������� (ULF 5HWWHU� <RX &DQ &KHFN RXW $Q\
7LPH <RX /LNH� %XW :H 0LJKW 1RW /HW <RX /HDYH� &XED¶V 7UDYHO 3ROLF\ LQ WKH :DNH RI 6LJQLQJ WKH
,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV� �� (025< ,17¶/ /� 5(9� ��� ������� 'LPLWU\
.RFKHQRY� 7KH 5LJKW WR /HDYH $Q\ &RXQWU\ ,QFOXGLQJ <RXU 2ZQ LQ ,QWHUQDWLRQDO /DZ� �� &211� -�
,17¶/ /� �� �������

�� 6HH� H�J�� 'DQLHO 7XUDFN� )UHHGRP RI 0RYHPHQW DQG WKH 7UDYHO 'RFXPHQW� � &$/�:� ,17¶/
/� -� � ������� 3DXO /DQVLQJ� )UHHGRP WR 7UDYHO� ,V WKH ,VVXDQFH RI D 3DVVSRUW DQ ,QGLYLGXDO 5LJKW
RU D *RYHUQPHQWDO 3UHURJDWLYH� �� '(19(5� -� ,17¶/ / 	 32/¶< �� ������� 3DXO 6FRWW� 3DVVSRUWV�
WKH 5LJKW WR 7UDYHO� DQG 1DWLRQDO 6HFXULW\ LQ WKH &RPPRQZHDOWK� �� ,17¶/ 	 &203$5� /�4� ���
�������



&29,'��� $1' ,17(51$7,21$/ )5(('202)029(0(17� $675$1'('+80$15,*+7"

���

EXW PDLQO\ IURP D GRPHVWLF ODZ SHUVSHFWLYH��� ,Q WKH FRQWH[W RI HSLGHPLFV DQG
SDQGHPLFV� WKLV ULJKW KDV PRVWO\ EHHQ H[DPLQHG YLV�j�YLV DQRWKHU ZHOO�NQRZQ
OLPLWDWLRQ WR LQGLYLGXDO IUHHGRP� TXDUDQWLQH��� +RZHYHU� ZKDW LV PLVVLQJ LV D
WKRURXJK DQDO\VLV RI KRZ WUDYHO UHVWULFWLRQV OLPLW VRPH RI WKH IDFHWV RI
�LQWHUQDWLRQDO� IUHHGRPRIPRYHPHQW WKDW DUH VDIHJXDUGHG E\KXPDQULJKWV WUHDWLHV�
7KLV ULJKW KDV EHHQ VXSSUHVVHG LQ WKH JOREDO UHVSRQVH WR &29,'���� ,Q SDUWLFXODU�
WKH SDQGHPLF DFFHQWXDWHG WKH QHHG WR GHYRWH JUHDWHU FRQVLGHUDWLRQ WR WKH
LQGLYLGXDO¶V ULJKW WR UHWXUQ WR KLV RU KHU RZQ FRXQWU\� D PDWWHU PRVWO\ QHJOHFWHG LQ
WKH OLWHUDWXUH WKXV IDU���

7KLV $UWLFOH FRQWULEXWHV WR WKDW GLVFXVVLRQ E\ TXHVWLRQLQJ WKH ODZIXOQHVV RI
FHUWDLQ WUDYHO UHVWULFWLRQV LPSOHPHQWHG GXULQJ WKH&29,'��� SDQGHPLF� 7KH OHJDO
OLPLWDWLRQV WR LQWHUQDWLRQDO IUHHGRPRI PRYHPHQW GXULQJ WKLV SHULRG DUH DEVROXWHO\
XQSDUDOOHOHG LQ KXPDQ KLVWRU\��� 6HYHUDO DXWKRUV KDYH DUJXHG WKDW WUDYHO
UHVWULFWLRQV EUHDFKLQWHUQDWLRQDO ODZ��� 7KH ,+5HQDEOH:+2WR UHFRPPHQG 6WDWHV
3DUWLHV WR UHIXVH HQWU\ RI VXVSHFW DQG DIIHFWHG SHUVRQV DQG UHIXVH HQWU\ RI
XQDIIHFWHG SHUVRQV WR DIIHFWHG DUHDV��� EXW WKH\ GR QRW PHQWLRQ WKH FORVXUH RI
ERUGHUV��� 7UDYHO UHVWULFWLRQV DUH JHQHUDOO\ QRW VXSSRUWHG E\ VFLHQWLILF HYLGHQFH�

�� 6HH� H�J�� $OODQ 9HVWDO� )UHHGRP RI 0RYHPHQW� �� ,2:$ /� 5(9� � ������� -HDQQH :RRGV�
7UDYHO 7KDW 7DONV� 7RZDUG )LUVW $PHQGPHQW 3URWHFWLRQ IRU )UHHGRP RI 0RYHPHQW� �� *(2�:$6+�
/� 5(9� ���� ��� ������� -� 1LFKRODV 0XURVNR� &RPPXQLFDEOH 'LVHDVHV DQG WKH 5LJKW WR 5H�(QWHU
WKH 8QLWHG 6WDWHV� �� :0� 	0$5< %,// 576� -� ���� ��� �������

�� 6HH� H�J�� .DWKOHHQ &KRL� $ -RXUQH\ RI D 7KRXVDQG /HDJXHV� )URP 4XDUDQWLQH WR
,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV DQG %H\RQG� �� 8� 3$� -� ,17¶/ /� ���� ���� ������� *UHJRU\
&DPSEHOO� *OREDO +�1� 3DQGHPLF� 4XDUDQWLQH /DZ� DQG WKH 'XH 3URFHVV &RQIOLFW� �� 6$1 ',(*2
,17¶/ /� -� ���� ��� ������� &RXUWQH\ 0DFFDURQH� &URVVLQJ %RUGHUV� $ 75,3V�/LNH 7UHDW\ RQ
4XDUDQWLQHV DQG +XPDQ5LJKWV� �� %522.� -� ,17¶/ /� ���� ��� ������� (ULQ 3DXOH\� +XPDQ 5LJKWV
LQ WKH 0LGVW RI 4XDUDQWLQH� �� /2<� 8� &+,� ,17¶/ /� 5(9� ��� �� �������

�� )UpGpULF 0pJUHW� +RPHZDUG %RXQG" *OREDO 0RELOLW\ DQG WKH 5ROH RI WKH 6WDWH RI 1DWLRQDOLW\
'XULQJ WKH 3DQGHPLF� ��� $-,/81%281' ���� ��� �������

�� /DZUHQFH *RVWLQ� 5RRMLQ +DELEL 	 %HQMDPLQ 0HLHU� +DV *OREDO +HDOWK /DZ 5LVHQ WR 0HHW
WKH &29,'��� &KDOOHQJH" 5HYLVLWLQJ WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV WR 3UHSDUH IRU )XWXUH
7KUHDWV� �� -� /�� 0(' 	(7+,&6 ���� ��� ������� .HOOH\ /HH HW DO�� *OREDO &RRUGLQDWLRQ RQ &URVV�
%RUGHU 7UDYHO DQG 7UDGH0HDVXUHV &UXFLDO WR &29,'��� 5HVSRQVH� ��� /$1&(7 ����� ���� �������

�� 5RRMLQ +DELEL HW DO�� 'R 1RW 9LRODWH WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV 'XULQJ WKH
&29,'��� 2XWEUHDN� ��� /$1&(7 ���� ��� ������� %HQMDPLQ 0HLHU� 5RRMLQ +DELEL 	 <� 7RQ\
<DQJ� 7UDYHO 5HVWULFWLRQV 9LRODWH ,QWHUQDWLRQDO /DZ� ��� 6&,(1&( ���� �������:HLMXQ <X 	 -HVVLFD
.HUDOLV� &RQWUROOLQJ &29,'���� 7KH )ROO\ RI ,QWHUQDWLRQDO 7UDYHO 5HVWULFWLRQV� +($/7+ 	 +80�
576� -� �$SU� �� ������ KWWSV���ZZZ�KKUMRXUQDO�RUJ���������FRQWUROOLQJ�FRYLG����WKH�IROO\�RI�
LQWHUQDWLRQDO�WUDYHO�UHVWULFWLRQV�

�� ,+5� VXSUD QRWH �� DW DUW� ������
�� 5REHUW 6WHIIHQ� ,QIOXHQ]D LQ 7UDYHOHUV� (SLGHPLRORJ\� 5LVN� 3UHYHQWLRQ� DQG &RQWURO ,VVXHV�

�� &855(17 ,1)(&7,286 ',6($6( 5(3� ���� ��� ������� 6DUDK *ROGIDUE� 7KH 3KDVH�2XW DQG 6XQVHW
RI 7UDYHO5HVWULFWLRQV LQ WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� �� %522.� -� ,17¶/ /� ���� ��� �������
$FFRUGLQJ WR $GDP )HUKDQL DQG 6LPRQ 5XVKWRQ� ³>W@KH ,+5¶V RYHUDOO RULHQWDWLRQ LV ILUPO\ DJDLQVW
WKH LPSRVLWLRQ RI ERUGHU UHVWULFWLRQV�´ $GDP )HUKDQL 	 6LPRQ 5XVKWRQ� 7KH ,QWHUQDWLRQDO +HDOWK
5HJXODWLRQV� &29,'���� DQG %RUGHULQJ 3UDFWLFHV� :KR *HWV LQ� :KDW *HWV RXW� DQG :KR *HWV
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DQG HYHQ LI WKH\ ZHUH� PRUH HIIHFWLYH DOWHUQDWLYHV FRXOG KDYH EHHQ DGRSWHG ZLWK
OHVV UHVWULFWLYH HIIHFWV� LQFOXGLQJ SURFHGXUHV UHFRPPHQGHG E\ :+2��� 2WKHU
DXWKRUV DGRSW D PRUH QXDQFHG DSSURDFK� VWUHVVLQJ WKH XQSUHFHGHQWHG QDWXUH RI WKH
SDQGHPLF DQG WKH QHHG WR FRQWHPSODWH PXOWLSOH IDFWRUV ZKHQ HYDOXDWLQJ WKH
VFLHQWLILF MXVWLILFDWLRQ DQG SURSRUWLRQDOLW\ RI PHDVXUHV���

7KLV VSOLW LQ VFKRODUVKLSHFKRHV SUHYLRXV GLVDJUHHPHQWV RYHU WKHOHJDOLW\ XQGHU
LQWHUQDWLRQDO ODZ RI PHDVXUHV DGRSWHG GXULQJ HSLGHPLF RXWEUHDNV� :KLOH VRPH
KDYH DVVHUWHG WKDW WUDYHO UHVWULFWLRQV FRQVWLWXWH D YLRODWLRQ RI KXPDQ ULJKWV� QDPHO\
IUHHGRP RI PRYHPHQW��� RWKHUV FRQWHQG WKDW VXFK PHDVXUHV GR QRW YLRODWH WKH ULJKW
WR IUHHGRP RI PRYHPHQW EHFDXVH FRXQWULHV KDYH WKH ULJKW WR GHFLGH ZKRPD\ HQWHU
WKHLU ERUGHUV���

,W ZRXOG EH D +HUFXOHDQ WDVN WR VFUXWLQL]H HYHU\ VLQJOH PHDVXUH LPSOHPHQWHG
DURXQG WKH ZRUOG WKDW� LQ RQH ZD\ RU DQRWKHU� FRQVWUDLQHG LQWHUQDWLRQDO PRELOLW\�
:KLOH ERUGHU FRQWURO LV D OHJLWLPDWH SUHURJDWLYH WKDW 6WDWHV FDQ XVH WR SUHYHQW WKH
HQWU\ RI LQIHFWHGLQGLYLGXDOV RU WKRVH VXVSHFWHG RI FDUU\LQJWKH YLUXV�EURDGHU WUDYHO
UHVWULFWLRQV DUH PRUH FRPSOH[ DQG UDLVH LQWULFDWH OHJDO TXHVWLRQV��� 7KLV ZRUN
IRFXVHV RQ D VSHFLILF FDWHJRU\RI WUDYHO UHVWULFWLRQV� WUDYHOEDQV�VSHFLILFDOO\� ³HQWU\
EDQV´ DQG ³H[LW EDQV´ �UHIHUUHG WR FROOHFWLYHO\ LQ WKLV $UWLFOH DV ³WUDYHO EDQV´����
7KHVH PHDVXUHV DUH D EODQNHW SURKLELWLRQ DSSOLHG WR DOO RU FHUWDLQ LQGLYLGXDOV ZKR

5HVFXHG"� �� &217(03� 6(&� 32/¶< ���� ������ �������
�� +DELEL HW DO�� VXSUD QRWH ��� DW ���� 0HLHU� +DELEL 	 <DQJ� VXSUD QRWH ��� DW �����
�� %DUEDUD YRQ 7LJHUVWURP 	 .XPDQDQ :LOVRQ� &29,'��� 7UDYHO 5HVWULFWLRQV DQG WKH

,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������� � %0- */2%� +($/7+ �� ��� ������� %DUEDUD YRQ
7LJHUVWURP� 6DP +DODEL 	 .XPDQDQ :LOVRQ� 7KH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������ DQG WKH
5H�(VWDEOLVKPHQW RI ,QWHUQDWLRQDO 7UDYHO $PLGVW WKH &29,'��� 3DQGHPLF� �� -� 75$9(/ 0('� �� DW
� �������

�� *RVWLQ 	 %HUNPDQ� VXSUD QRWH ��� DW ��� /$55< *267,1 	 =,7$ /$=$55,1,� +80$1 5,*+76
$1' 38%/,&+($/7+ ,1 7+( $,'6 3$1'(0,& ����� ������� /DZUHQFH *RVWLQ� 5RQDOG %D\HU 	 $P\
)DLUFKLOG� (WKLFDO DQG /HJDO &KDOOHQJHV 3RVHG E\ 6HYHUH $FXWH 5HVSLUDWRU\ 6\QGURPH� ,PSOLFDWLRQV
IRU WKH &RQWURO RI 6HYHUH ,QIHFWLRXV 'LVHDVH 7KUHDWV� ��� -� $0� 0('�$66¶1 ����� ���� �������

��'$9,' ),'/(5� ,17(51$7,21$/ /$: $1' ,1)(&7,286',6($6(6 ��� ������� VHH DOVR $QGUiV
0LNOyV� 3XEOLF +HDOWK DQG WKH 5LJKWV RI 6WDWHV� � 38%� +($/7+ (7+,&6 ���� ������ ������� 7KHVH
VWDWHPHQWV� QDWXUDOO\� ZHUH RI D JHQHUDO QDWXUH DQG QRW PDGH LQ UHVSRQVH WR &29,'����

�� 9LQFHQW &KHWDLO� &ULVLV :LWKRXW %RUGHUV� :KDW 'RHV ,QWHUQDWLRQDO /DZ 6D\ $ERXW %RUGHU
&ORVXUH LQ WKH &RQWH[W RI &RYLG���"� � )5217,(56 ,1 32/� 6&,� �� � ������� 'DQLHO 7K\P� 7UDYHO
%DQV LQ (XURSH� $ /HJDO $SSUDLVDO �3DUW ,�� (8 ,00,*5$7,21 	 $6</80 /� 	 32/¶< �0DU� ���
������ KWWS���HXPLJUDWLRQODZEORJ�HX�WUDYHO�EDQV�LQ�HXURSH�D�OHJDO�DSSUDLVDO�SDUW�L�

�� 7UDYHO %DQ� &$0%5,'*( ',&7,21$5<� KWWSV���GLFWLRQDU\�FDPEULGJH�RUJ�GLFWLRQDU\�
HQJOLVK�WUDYHO�EDQ �³>7@UDYHO EDQ� D ODZ SUHYHQWLQJ SHRSOH IURP WUDYHOOLQJ VRPHZKHUH� HVSHFLDOO\
SUHYHQWLQJ D SDUWLFXODU SHUVRQ RU JURXS IURP HQWHULQJ D SDUWLFXODU FRXQWU\ � � � �´�� 2WKHU PHDVXUHV
WKDW FDQ EH TXDOLILHG DV WUDYHO UHVWULFWLRQV LQFOXGH HQWU\ EDQV IRU FLWL]HQV RI RU UHFHQW WUDYHOHUV WR
DIIHFWHG DUHDV� EDQV RQ WKH HQWU\ RI WRXULVWV� EXVLQHVV WUDYHOHUV� QHZ LPPLJUDQWV� DQG UHIXJHHV�
PHGLFDO FKHFNV� SUHVHQWDWLRQ RI D KHDOWK FHUWLILFDWH� UHJLVWUDWLRQ IRU WKH SXUSRVH RI FRQWUDFW WUDFLQJ�
PDQGDWRU\ TXDUDQWLQH XSRQ DUULYDO� DQG WUDYHO FRQGLWLRQHG RQ WKH H[LVWHQFH RI D ³YDOLG UHDVRQ�´ 0DQ\
RI WKHVH PHDVXUHV UDLVH GLVWLQFW OHJDO TXHVWLRQV DQG WKHUHIRUH DUH QRW EH DGGUHVVHG LQ WKLV SLHFH�
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FURVV LQWHUQDWLRQDO ERUGHUV� UHJDUGOHVV RI WKHLU KHDOWK VWDWXV�
2YHU WKH ODVW \HDU� ³VRFLDO GLVWDQFLQJ´ DQG ³SK\VLFDO GLVWDQFLQJ´ EHFDPH

KRXVHKROGH[SUHVVLRQV DQGTXRWLGLDQ REOLJDWLRQV� UDLVLQJD KRVWRI OHJDO DQG HWKLFDO
TXHULHV�

3K\VLFDOGLVWDQFLQJUDLVHVSURIRXQGTXHVWLRQVRI FXOWXUH� IDLWK� DQG
IDPLO\�&RPLQJWRJHWKHU DIIRUGV FRPIRUWGXULQJWLPHV RI FULVLV�$W
WKH VDPH WLPH� SK\VLFDOGLVWDQFLQJDIIHFWV ULJKWV� LQFOXGLQJOLEHUW\�
SULYDF\� DQG IUHHGRPV RI VSHHFK� UHOLJLRQ� DQG DVVHPEO\� +RZ DUH
WKH IXQGDPHQWDO YDOXHV RI KHDOWK DQG KXPDQ ULJKWV EDODQFHG LQ
WLPHV RI FULVLV" $OWKRXJK WKHUH LV QR FOHDU DQVZHU� WKHUH DUH
JXLGHSRVWV� DGRSW ULJRURXV VFLHQWLILF VWDQGDUGV EDVHG RQ WKH EHVW
DYDLODEOH HYLGHQFH� PDNH GHFLVLRQV WUDQVSDUHQWO\ DQG IDLUO\� DQG
DGRSW WKH OHDVW UHVWULFWLYH PHDVXUHV QHHGHG WR SURWHFW WKH SXEOLF¶V
KHDOWK���

7KLV $UWLFOH VXEPLWV WKDW WUDYHO EDQV FRQVWLWXWH WKH XWPRVW IRUP RI SK\VLFDO
GLVWDQFLQJ DQG LQTXLUHV LQWR ZKHWKHU WKH\ IDOO ZLWKLQ WKRVH �HOXVLYH� JXLGHSRVWV�
7KH YDOLGLW\ RI VXFK PHDVXUHV GHSHQGV RQ VHYHUDO HOHPHQWV� )LUVW� RQH QHHGV WR
H[DPLQH WKH DSSOLFDEOH OHJDO IUDPHZRUN²WKH ,+5 DQG KXPDQ ULJKWV WUHDWLHV²DQG
WKH VWDQGDUGV WKH\ FRQWDLQ� $V GLVFXVVHG LQ 3DUW ,� ERWK VHWV RI UXOHV SURWHFW
LQWHUQDWLRQDO PRELOLW\� EXW ZLWK GLIIHUHQW JRDOV DQG VFRSHV RI DSSOLFDWLRQ� 7KH ,+5
DFNQRZOHGJH WKH OLQN EHWZHHQ FRQWUROOLQJ WKH JOREDO VSUHDG RI GLVHDVH DQG KXPDQ
ULJKWV SURWHFWLRQ� SUHVFULELQJ WKDW LWV SURYLVLRQV EH LPSOHPHQWHG ³ZLWK IXOO UHVSHFW
IRU WKH GLJQLW\� KXPDQULJKWV DQGIXQGDPHQWDO IUHHGRPVRISHUVRQV�´�� 2Q WKH RWKHU
KDQG� OLNH WKH ,+5� KXPDQ ULJKWV WUHDWLHV UHFRJQL]H WKDW LQ VRPH FDVHV� LW PD\ EH
QHFHVVDU\ WR FRQVWUDLQ WKH IUHHGRP RI PRYHPHQW RI LQGLYLGXDOV WR SURWHFW RWKHU
LQWHUHVWV VXFK DV SXEOLF KHDOWK�

'HWHUPLQLQJZKHWKHU WUDYHOEDQVDUH ODZIXODOVRGHSHQGVRQ D VHFRQGHOHPHQW�
WKH WUDYHOHU¶V VWDWXV� 7KXV� 3DUW , DOVR H[DPLQHV WKH ULJKWV EHVWRZHG XSRQ
LQGLYLGXDOV GHSHQGLQJ RQ ZKHWKHU WKH\ TXDOLI\ DV QDWLRQDOV� UHVLGHQWV� RU
VRPHWKLQJ HOVH� $IWHU UHYLHZLQJ WKH UHOHYDQW OHJDO IUDPHZRUN DQG �DYDLODEOH�
LQIRUPDWLRQ RQ KRZ WUDYHO EDQV ZHUH DSSOLHG� 3DUWV ,, DQG ,,, TXHVWLRQZKHWKHU WKH
SHUWLQHQW UHTXLUHPHQWV DQG SULQFLSOHV ZHUH UHVSHFWHG�:KLOH WKHVH PHDVXUHV VHHP
OLNH DQ LQWXLWLYH ZD\ WR ³FXUE WKH VSUHDG�´ UHDOLW\ LV PXFKPRUH FRPSOLFDWHG�

$ MXGJPHQW RQ ZKHWKHU WUDYHO EDQV FRPSO\ ZLWK LQWHUQDWLRQDO ODZ PD\ VRXQG
SUHPDWXUH� 7KHVHPHDVXUHV DUH RIWHQ GHFLGHG LQ D FRQWH[W RI VLJQLILFDQW VFLHQWLILF

�� /DZUHQFH *RVWLQ 	 /LQGVD\ :LOH\� *RYHUQPHQWDO 3XEOLF +HDOWK 3RZHUV 'XULQJ WKH
&29,'��� 3DQGHPLF� 6WD\�DW�+RPH 2UGHUV� %XVLQHVV &ORVXUHV� DQG 7UDYHO 5HVWULFWLRQV� ��� -� $0�
0('�$66¶1 ����� ���� �������

�� ,+5� VXSUD QRWH �� DW DUW� �����
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XQFHUWDLQW\��� *DWKHULQJ� SURFHVVLQJ� DQG YDOLGDWLQJ UHOLDEOH VFLHQWLILF LQIRUPDWLRQ
WDNHV WLPH� D VFDUFH UHVRXUFH��� *RYHUQPHQWV DUH XQGHU SUHVVXUH WR DFW UDSLGO\
ZLWKRXWKDYLQJFRPSOHWH LQIRUPDWLRQDERXW WKH DSSURSULDWH SXEOLF KHDOWKPHDVXUHV
WR DGRSW� HVSHFLDOO\ LQ WKH FDVH RI DQ XQNQRZQ GLVHDVH��� :KHQ WKH\ WXUQ WR
VFLHQWLVWV� WKH\ PD\ EH FRQIURQWHG ZLWK ³GXHOLQJ H[SHUWV´ ZKR DGYRFDWH
FRQWUDGLFWLQJ FRXUVHV RI DFWLRQ��� ,Q WKH FRQWH[W RI XUJHQF\ DQG VFLHQWLILF
XQFHUWDLQW\DERXW WKH GDQJHURXVQHVV DQGPDJQLWXGH RI WKH SDQGHPLF�JRYHUQPHQWV
PD\ LPSOHPHQW WUDYHO EDQV WR DYRLG DFFXVDWLRQV� LQFOXGLQJ IURPSROLWLFDO TXDUWHUV�
�� RI ³GRLQJ QRWKLQJ´ WR SUHYHQW WKH VSUHDG RI WKH YLUXV��� 7KH SXEOLF SUHVVXUH WR
³GR VRPHWKLQJ´ PD\ EH FRPSRXQGHG DV UXPRUV DQG PLVLQIRUPDWLRQ IORDW RQ WKH
SUHVV DQG VRFLDO PHGLD��� OHDGLQJ WR ZKDW KDV EHHQ WHUPHG DQ ³LQIRGHPLF�´��
*RYHUQPHQWV DOVR IDFH D IRUPRISHHUSUHVVXUH� DV RWKHUFRXQWULHV LPSOHPHQW WUDYHO
EDQV� WKH\ IHHO FRPSHOOHG WR GR WKH VDPH��� &ORVLQJ ERUGHUV DOORZV 6WDWHV WR
GHPRQVWUDWH DXWKRULW\�� DQG FRQYH\ WR WKHLU FLWL]HQV D PHVVDJH WKDW WKH VLWXDWLRQ LV
³XQGHU FRQWURO�´��

�� -RQDWKDQ 6XN� 6RXQG 6FLHQFH DQG WKH 1HZ ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� � */2%�
+($/7+ *29(51$1&( �� � ������� 7HUU\ &DUQH\ 	 %HOLQGD %HQQHWW� *RYHUQDQFH� 5LJKWV DQG
3DQGHPLFV� 6FLHQFH� 3XEOLF +HDOWK RU ,QGLYLGXDO 5LJKWV"� LQ (7+,&6 $1' 6(&85,7< $63(&76 2)
,1)(&7,286 ',6($6( &21752/� ,17(5',6&,3/,1$5< 3(563(&7,9(6 ��� �0LFKDHO 6HOJHOLG HG�� ������

�� )UHGHULFN %XUNOH� *OREDO +HDOWK 6HFXULW\ 'HPDQGV D 6WURQJ ,QWHUQDWLRQDO +HDOWK
5HJXODWLRQV 7UHDW\ DQG /HDGHUVKLS IURP D +LJKO\ 5HVRXUFHG :RUOG +HDOWK 2UJDQL]DWLRQ� �
',6$67(5 0('�	38%�+($/7+ 35(3$5('1(66 ���� ��� �������

�� -RKDQ *LHVHFNH� 3UHYHQWLRQ� QRW 3DQLF²(SLGHPLFV DQG 7UDGH 6DQFWLRQV� ��� /$1&(7 ���
�������

�� '$9,' )$,50$1 (7 $/�� 1(*27,$7,1* 38%/,& +($/7+ ,1 $ */2%$/,=(' :25/'� */2%$/
+($/7+ ',3/20$&< ,1 $&7,21 �� �������

�� &DWKHULQH :RUVQRS� 'RPHVWLF 3ROLWLFV DQG WKH :+2¶V ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV�
([SODLQLQJ WKH 8VH RI 7UDGH DQG 7UDYHO %DUULHUV 'XULQJ 'LVHDVH 2XWEUHDNV � �� 5(9� ,17¶/ 25*6�
���� ��� Q�� ������� 6$5$ (� '$9,(6� $'$0 .$05$'7�6&277 	 6,021 586+721� ',6($6(
',3/20$&<� ,17(51$7,21$/ 12506 $1' */2%$/ +($/7+ 6(&85,7< ��� �������

�� :RUVQRS� VXSUD QRWH ��� DW ���� $GDP .DPUDGW�6FRWW HW DO�� :+2 7UDFNLQJ 0HFKDQLVP IRU
,+5 $GGLWLRQDO +HDOWK 0HDVXUHV� ��� /$1&(7 ���� ������� /HH HW DO�� VXSUD QRWH ��� DW �����

�� $GDREL 'XUX� 1DUUDWLYHV RI 'HDWK� 6\VWHPLF 'HWHUPLQDQWV RI WKH &RYHUDJH RI D 3XEOLF
+HDOWK (PHUJHQF\ RI ,QWHUQDWLRQDO &RQFHUQ� �� */2%�0(',$ 	 &200&¶16 ��� ������� *LXVHSSH
,SSROLWR HW DO�� 7RQLQJ 'RZQ WKH �����Q&R9 0HGLD +\SH²DQG 5HVWRULQJ +RSH� � /$1&(7
5(63,5$725< 0('� ��� �������

�� *DEULHO /HXQJ 	 .DWK\ /HXQJ� &URZGVRXUFLQJ 'DWD WR 0LWLJDWH (SLGHPLFV� � /$1&(7
',*,7� +($/7+ H��� �������

�� 5LD 9DLG\D HW DO�� 7UDYHO 5HVWULFWLRQV DQG ,QIHFWLRXV 'LVHDVH 2XWEUHDNV� �� -� 75$9(/ 0('�
� ������� $FFRUGLQJ WR 0DUD 3LOOLQJHU� ³>W@KH IDFW WKDW &KLQD >LPSOHPHQWHG@ WUDYHO UHVWULFWLRQV RQ LWV
RZQ FLWL]HQV²DQG :+2 >GLG@ QRW >FKDOOHQJH@ WKRVH UHVWULFWLRQV²>PDGH@ LW GLIILFXOW WR FRQYLQFH
SROLF\PDNHUV LQ RWKHU FRXQWULHV QRW >WR@ IROORZ VXLW�´ 0DUD 3LOOLQJHU� 9LUXV 7UDYHO %DQV $UH
,QHYLWDEOH %XW ,QHIIHFWLYH� )25(,*1 32/¶< �)HE� ��� ������ KWWSV���IRUHLJQSROLF\�FRP���������
���YLUXV�WUDYHO�EDQV�DUH�LQHYLWDEOH�EXW�LQHIIHFWLYH�

�� .HQZLFN 	 6LPPRQV� VXSUD QRWH �� DW �� �� �� 7LQH +DQULHGHU� 3ULRULWLHV� 3DUWQHUV� 3ROLWLFV�
7KH :+2¶V 0DQGDWH %H\RQG WKH &ULVLV� �� */2%� *29(51$1&( ���� DW ������ �������

�� 'HUHN /XWWHUEHFN� 7KH &29,'��� 3DQGHPLF DQG 7HUULWRULDOLW\� 6RPH ,QLWLDO 5HIOHFWLRQV� LQ
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7KHUH LV VWLOO PXFK ZH GR QRW NQRZ DERXW &29,'���� VR LW PLJKW VHHP
DGYLVDEOH WR UHVHUYH MXGJPHQW� 6WLOO� WKHUH DUH LPSRUWDQW OHVVRQV WR GUDZ IURP WKLV
SDQGHPLF� DV LW ZLOO DOPRVW FHUWDLQO\ QRW EH WKH ODVW� $ FRPPLWWHH LV DOUHDG\
UHYLHZLQJ WKH IXQFWLRQLQJ RI WKH ,+5 GXULQJ WKH &29,'��� UHVSRQVH� DQG RQH RI
WKH NH\ WRSLFV XQGHU GLVFXVVLRQ LV WKH LPSOHPHQWDWLRQ RI WUDYHO UHVWULFWLRQV���
,QWHUQDWLRQDO WUDYHOHUVPD\ EHFDUULHUVRI LQIHFWLRQ� UDLVLQJLPSRUWDQWTXHVWLRQVWKDW
QHHG WR EH DGGUHVVHG E\ LQWHUQDWLRQDO ODZ� $V XQGHUOLQHG E\ RQH DXWKRU� ³>G@LVHDVH
KDV EHHQ WKH XQZHOFRPH WUDYHOLQJFRPSDQLRQRI LQWHUQDWLRQDO FRPPHUFH�´��:KLOH
LQWHUQDWLRQDO WUDYHOHUV DUH DQ LPSRUWDQW SLHFH LQ WKH SX]]OH RI WKH ILJKW DJDLQVW
LQIHFWLRXV GLVHDVHV� WKH\ VKRXOG QRW EH WXUQHG LQWR VFDSHJRDWV DQG VKRXOGHU DQ
XQUHDVRQDEOH EXUGHQ� 7KH WHQVLRQ EHWZHHQ LQWHUQDWLRQDO PRELOLW\ DQG KXPDQ
KHDOWK SURWHFWLRQ LV QRW QHZ� DQG &29,'��� LV MXVW RQH UHPLQGHU RI WKH QHHG IRU
JRYHUQPHQWV WR DGRSW MXVWLILHG� FDOLEUDWHG PHDVXUHV� 6RPH PHDVXUHV DGRSWHG LQ
WKH QDPH RI SXEOLF KHDOWK VHHP GLIILFXOW� LI QRW LPSRVVLEOH� WR MXVWLI\� 7KLV $UWLFOH
H[DPLQHV D IHZ PRUH FOHDU�FXW FDVHV ZKHUH WUDYHO EDQV EUHDFKHG WKH UXOHV DQG
SULQFLSOHV JRYHUQLQJ LQWHUQDWLRQDO PRELOLW\�

,� 7+( /(*$/ )5$0(:25.21 ,17(51$7,21$/02%,/,7<

&URVV�ERUGHU PRELOLW\ LV UHJXODWHG E\ WZR LQWHUQDWLRQDO OHJDO IUDPHZRUNV� WKH
,+5 DQG KXPDQ ULJKWV WUHDWLHV� 3DUW , H[DPLQHV HDFK LQ WXUQ DQG H[SODLQV KRZ WKH\
VKRXOG VKDSH WKH EHKDYLRU RI 6WDWHV GXULQJ D SDQGHPLF�

$� 7KH ,+5

7KH KLVWRU\ RI LQWHUQDWLRQDO FRRSHUDWLRQ WR WDFNOH LQIHFWLRXV GLVHDVHV VSDQV
��� \HDUV��� 7KH ,+5� ODVW UHYLVHG LQ ����� DUH WKH RQO\ LQWHUQDWLRQDO OHJDO
LQVWUXPHQW LQ WKH ILHOG�� DQG KDYH DOPRVW XQLYHUVDO PHPEHUVKLS ���� 6WDWHV
3DUWLHV���� 7KH JRDO UHPDLQV WKH VDPH� WR SURWHFW SHRSOH IURP LQIHFWLRXV GLVHDVHV

0(',7(55$1($1$&$'�2)',3/20$7,& 678'<�72:$5'6 $32673$1'(0,&(852�0(',7(55$1($1
675$7(*< ��� �� �6WHSKHQ &DOOH\D HG�� ������ KWWSV���ZZZ�XP�HGX�PW�BBGDWD�DVVHWV�SGIBILOH�
������������7RZDUGVDSRVWSDQGHPLFHXUR�PHG�SGI�

�� 6HH 6WUHQJWKHQLQJ 3UHSDUHGQHVV IRU +HDOWK (PHUJHQFLHV� ,PSOHPHQWDWLRQ RI WKH
,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������� ,QWHULP 3URJUHVV 5HSRUW RI WKH 5HYLHZ &RPPLWWHH RQ WKH
)XQFWLRQLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������'XULQJ WKH &29,'��� 5HVSRQVH�:25/'
+($/7+ 25*� �-DQ� ��� ������ KWWSV���UHOLHIZHE�LQW�UHSRUW�ZRUOG�VWUHQJWKHQLQJ�SUHSDUHGQHVV�KHDOWK�
HPHUJHQFLHV�LPSOHPHQWDWLRQ�LQWHUQDWLRQDO�KHDOWK�

�� $OO\Q 7D\ORU� *OREDO +HDOWK /DZ� ,QWHUQDWLRQDO /DZ DQG 3XEOLF +HDOWK 3ROLF\� LQ �
,17(51$7,21$/ (1&<&/23(',$ 2) 38%/,&+($/7+ ��� ��G HG� ������

�� 6HH 'DYLG )LGOHU� )URP ,QWHUQDWLRQDO 6DQLWDU\ &RQYHQWLRQV WR *OREDO +HDOWK 6HFXULW\� 7KH
1HZ ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� � &+,1(6( -� ,17¶/ /� ��� �������

�� -HQQLIHU 5XJHU� 1RUPDWLYH )RXQGDWLRQV RI *OREDO +HDOWK /DZ� �� *(2� /�-� ���� ������
�������

�� 6HH 6WDWHV 3DUWLHV WR WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������� :25/' +($/7+ 25*��
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ZKLOH PLQLPL]LQJ LQWHUIHUHQFHZLWK LQWHUQDWLRQDO WUDGH DQG WUDYHO� 7R DFKLHYH WKLV
SXUSRVH� WKH ,+5PDQGDWH WKDW:+2 LVVXH WHPSRUDU\ UHFRPPHQGDWLRQV WR 6WDWHV
3DUWLHV RQ ZKHQ DQG KRZ WR UHVSRQG WR WUDQVQDWLRQDO KHDOWK WKUHDWV� ��
5HFRPPHQGDWLRQV VKRXOG WDNH LQWR DFFRXQW� LQWHU DOLD� VFLHQWLILF SULQFLSOHV� DQG
DYDLODEOH VFLHQWLILF HYLGHQFH DQG LQIRUPDWLRQ� ,PSRUWDQWO\� :+2¶V 'LUHFWRU�
*HQHUDO VKDOO FRQVLGHU ³KHDOWK PHDVXUHV WKDW� RQ WKH EDVLV RI D ULVN DVVHVVPHQW
DSSURSULDWH WR WKH FLUFXPVWDQFHV� DUH QRW PRUH UHVWULFWLYH RI LQWHUQDWLRQDO WUDIILF
DQG WUDGH DQG DUH QRW PRUH LQWUXVLYH WR SHUVRQV WKDQ UHDVRQDEO\ DYDLODEOH
DOWHUQDWLYHV WKDW ZRXOG DFKLHYH WKH DSSURSULDWH OHYHO RI KHDOWK SURWHFWLRQ�́ ��

7KURXJK WKHVH VWDWHPHQWV�:+2VHHNV WR H[HUFLVHDXWKRULW\LQ WKH HSLGHPLRORJLFDO
ILHOG��� $GPLWWHGO\ GHVFULEHG ZLWKLQ WKH ,+5 DV ³QRQ�ELQGLQJ DGYLFH�́ ��

UHFRPPHQGDWLRQV OD\ GRZQ D EHQFKPDUN DOORZLQJ IRU D FRPSDULVRQ RI PHDVXUHV
DGRSWHG E\ 6WDWHV ZLWK WKH DFWLRQV UHFRPPHQGHG E\:+2���

�� :+2¶V 5HFRPPHQGDWLRQV

$IWHU GHFODULQJ&29,'��� D 3+(,&� :+2PDGH VHYHUDO VWDWHPHQWV WR JXLGH
6WDWHV 3DUWLHV¶ UHVSRQVHV WR WKH XQIROGLQJ SXEOLF KHDOWK FULVLV� ,Q HDUO\ )HEUXDU\
����� :+2 LVVXHG D ³6WUDWHJLF 3UHSDUHGQHVV DQG 5HVSRQVH 3ODQ´ ZKHUH WKH
RUJDQL]DWLRQ DGRSWHG D QXDQFHG DSSURDFK WRZDUGV WKH VXLWDELOLW\ RI WUDYHO
UHVWULFWLRQV�

(YLGHQFH KDV VKRZQ WKDW UHVWULFWLQJ WKH PRYHPHQW RI SHRSOH DQG
JRRGV GXULQJ SXEOLF KHDOWK HPHUJHQFLHVPD\ EH LQHIIHFWLYH� DQG
PD\ LQWHUUXSW YLWDO DLG DQG WHFKQLFDO VXSSRUW� GLVUXSW EXVLQHVVHV�

KWWS���ZZZ�HPUR�ZKR�LQW�KHDOWK�WRSLFV�LQWHUQDWLRQDO�KHDOWK�UHJXODWLRQV�LQGH[�KWPO� 7KH ,+5
HQWHUHG LQWR IRUFH RQ �� -XQH ����� ,G�

�� ,+5� VXSUD QRWH �� DW DUW� ���
�� ,G� DW DUW� ���
�� $UPLQ YRQ %RJGDQG\ 	 3HGUR 9LOODUUHDO� &ULWLFDO )HDWXUHV RI ,QWHUQDWLRQDO $XWKRULW\ LQ

3DQGHPLF 5HVSRQVH� 7KH :+2 LQ WKH &29,'��� &ULVLV� +XPDQ 5LJKWV DQG WKH &KDQJLQJ :RUOG
2UGHU�0$;3/$1&.,167� �� ������� KWWSV���SDSHUV�VVUQ�FRP�VRO��SDSHUV�FIP"DEVWUDFWBLG ��������
/DZUHQFH *RVWLQ� $ 3URSRVDO IRU D )UDPHZRUN &RQYHQWLRQ RQ *OREDO +HDOWK� �� -� ,17¶/ (&21� /�
���� ��� ������� 2Q WKH ³HSLVWHPLF DXWKRULW\´ RI :+2� VHH -DQ .ODEEHUV� 7KH 1RUPDWLYH *DS LQ
,QWHUQDWLRQDO 2UJDQL]DWLRQV /DZ� 7KH &DVH RI WKH :RUOG +HDOWK 2UJDQL]DWLRQ �� ,17¶/ 25*6� /�
5(9� ��� �������

�� ,+5� VXSUD QRWH �� DW DUW� ��
�� %HQMDPLQ 0HLHU� 'DEQH\ (YDQV 	 $OH[DQGUD 3KHODQ� 5LJKWV�%DVHG $SSURDFKHV WR

3UHYHQWLQJ� 'HWHFWLQJ� DQG 5HVSRQGLQJ WR ,QIHFWLRXV 'LVHDVH� LQ ,1)(&7,286 ',6($6(6 ,1 7+( 1(:
0,//(11,80� /(*$/ $1' (7+,&$/ &+$//(1*(6 ���� ��� �0DUN (FFOHVWRQ�7XUQHU 	 ,DLQ
%UDVVLQJWRQ HGV�� ������ $FFRUGLQJ WR *LDQ %XUFL� ³,+5�EDVHG WHPSRUDU\ UHFRPPHQGDWLRQV
FRQVWLWXWH D UHOLDEOH UHIHUHQFH DQG D NLQG RI GHIDXOW QRUPDWLYH JXLGDQFH LQ WKH DEVHQFH RI GLYHUJLQJ
QDWLRQDO FRQVLGHUDWLRQV�´ *LDQ %XUFL� 7KH /HJDO 5HVSRQVH WR 3DQGHPLFV� 7KH 6WUHQJWKV DQG
:HDNQHVVHV RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� �� -� ,17¶/ +80$1,7$5,$1 /(*$/ 678'� ����
��� �������
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DQG KDYH D QHJDWLYHLPSDFWRQ WKH HFRQRPLHV RI DIIHFWHGFRXQWULHV
DQG WKHLU WUDGLQJ SDUWQHUV� +RZHYHU� LQ FHUWDLQ VSHFLILF
FLUFXPVWDQFHV� VXFK DV XQFHUWDLQW\ DERXW WKH VHYHULW\ RI D GLVHDVH
DQG LWV WUDQVPLVVLELOLW\� PHDVXUHV WKDW UHVWULFW WKH PRYHPHQW RI
SHRSOH PD\ SURYH WHPSRUDULO\ XVHIXO DW WKH EHJLQQLQJ RI DQ
RXWEUHDN WR DOORZ WLPH WR LPSOHPHQW SUHSDUHGQHVV DFWLYLWLHV� DQG
WR OLPLW WKH LQWHUQDWLRQDO VSUHDG RI SRWHQWLDOO\ KLJKO\ LQIHFWLRXV
FDVHV� ,Q VXFK VLWXDWLRQV� FRXQWULHV VKRXOG SHUIRUP ULVN DQG FRVWဨ
EHQHILW DQDO\VHV EHIRUH LPSOHPHQWLQJ VXFK UHVWULFWLRQV� WR DVVHVV
ZKHWKHU WKH EHQHILWV RXWZHLJK WKH GUDZEDFNV� ��

$ IHZ GD\V ODWHU� :+2 PDGH DGGLWLRQDO UHPDUNV RQ WKH VXEMHFW� DJDLQ
VRXQGLQJ UHODWLYHO\ IDYRUDEOH WR WKH DGRSWLRQ RI WUDYHO UHVWULFWLRQV�

(YLGHQFH RQ WUDYHO PHDVXUHV WKDW VLJQLILFDQWO\ LQWHUIHUH ZLWK
LQWHUQDWLRQDO WUDIILF IRU PRUH WKDQ �� KRXUV VKRZV WKDW VXFK
PHDVXUHV PD\ KDYH D SXEOLF KHDOWK UDWLRQDOH DW WKH EHJLQQLQJ RI
WKH FRQWDLQPHQW SKDVH RI DQ RXWEUHDN� DV WKH\PD\ DOORZDIIHFWHG
FRXQWULHV WR LPSOHPHQW VXVWDLQHG UHVSRQVH PHDVXUHV� DQG QRQ�
DIIHFWHG FRXQWULHV WR JDLQ WLPH WR LQLWLDWH DQG LPSOHPHQW HIIHFWLYH
SUHSDUHGQHVV PHDVXUHV� 6XFK UHVWULFWLRQV� KRZHYHU� QHHG WR EH
VKRUW LQ GXUDWLRQ� SURSRUWLRQDWH WR WKH SXEOLF KHDOWK ULVNV� DQG EH
UHFRQVLGHUHG UHJXODUO\ DV WKH VLWXDWLRQ HYROYHV� ��

/DWHU WKDW PRQWK� :+2 XSGDWHG LWV UHFRPPHQGDWLRQV DQG UHLWHUDWHG LWV
SRVLWLRQ�

:+2 FRQWLQXHV WR DGYLVH DJDLQVW WKH DSSOLFDWLRQ RI WUDYHO RU WUDGH
UHVWULFWLRQV WR FRXQWULHV H[SHULHQFLQJ&29,'��� RXWEUHDNV�

,Q JHQHUDO� HYLGHQFH VKRZV WKDW UHVWULFWLQJ WKH PRYHPHQW RI
SHRSOH DQG JRRGV GXULQJ SXEOLF KHDOWK HPHUJHQFLHV LV LQHIIHFWLYH
LQ PRVW VLWXDWLRQV DQG PD\ GLYHUW UHVRXUFHV IURP RWKHU
LQWHUYHQWLRQV� )XUWKHUPRUH� UHVWULFWLRQVPD\ LQWHUUXSW QHHGHG DLG
DQG WHFKQLFDO VXSSRUW� PD\ GLVUXSW EXVLQHVVHV� DQG PD\ KDYH
QHJDWLYH VRFLDO DQG HFRQRPLF HIIHFWV RQ WKH DIIHFWHG FRXQWULHV�

�� ���� 1RYHO &RURQDYLUXV �����ఆQ&R9�� 6WUDWHJLF 3UHSDUHGQHVV DQG 5HVSRQVH 3ODQ� :25/'
+($/7+ 25*� �� �)HE� �� ������ KWWSV���ZZZ�ZKR�LQW�SXEOLFDWLRQV�L�LWHP�VWUDWHJLF�SUHSDUHGQHVV �
DQG�UHVSRQVH�SODQ�IRU�WKH�QHZ�FRURQDYLUXV�

�� .H\ &RQVLGHUDWLRQV IRU 5HSDWULDWLRQ DQG 4XDUDQWLQH RI 7UDYHOOHUV LQ 5HODWLRQ WR WKH
2XWEUHDN RI 1RYHO &RURQDYLUXV �����Q&R9� :25/' +($/7+ 25*� �)HE� ��� ������
KWWSV���ZZZ�ZKR�LQW�QHZV�URRP�DUWLFOHV�GHWDLO�NH\�FRQVLGHUDWLRQV�IRU�UHSDWULDWLRQ�DQG�TXDUDQWLQH�
RI�WUDYHOOHUV�LQ�UHODWLRQ�WR�WKH�RXWEUHDN�RI�QRYHO�FRURQDYLUXV������QFRY�
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+RZHYHU� LQ FHUWDLQ FLUFXPVWDQFHV� PHDVXUHV WKDW UHVWULFW WKH
PRYHPHQW RI SHRSOH PD\ SURYH WHPSRUDULO\ XVHIXO� VXFK DV LQ
VHWWLQJV ZLWK IHZ LQWHUQDWLRQDO FRQQHFWLRQV DQG OLPLWHG UHVSRQVH
FDSDFLWLHV�

7UDYHO PHDVXUHV WKDW VLJQLILFDQWO\ LQWHUIHUH ZLWK LQWHUQDWLRQDO
WUDIILF PD\ RQO\ EH MXVWLILHG DW WKH EHJLQQLQJ RI DQ RXWEUHDN� DV
WKH\ PD\ DOORZFRXQWULHV WR JDLQ WLPH� HYHQ LI RQO\ D IHZ GD\V� WR
UDSLGO\ LPSOHPHQW HIIHFWLYH SUHSDUHGQHVV PHDVXUHV� 6XFK
UHVWULFWLRQV PXVW EH EDVHG RQ D FDUHIXO ULVN DVVHVVPHQW� EH
SURSRUWLRQDWH WR WKH SXEOLF KHDOWK ULVN� EH VKRUW LQ GXUDWLRQ� DQG EH
UHFRQVLGHUHG UHJXODUO\ DV WKH VLWXDWLRQ HYROYHV�

7UDYHO EDQV WR DIIHFWHG DUHDV RU GHQLDO RI HQWU\ WR SDVVHQJHUV
FRPLQJ IURP DIIHFWHG DUHDV DUH XVXDOO\ QRW HIIHFWLYH LQ SUHYHQWLQJ
WKH LPSRUWDWLRQ RI FDVHV EXW PD\ KDYH D VLJQLILFDQW HFRQRPLF DQG
VRFLDO LPSDFW� 6LQFH :+2 GHFODUDWLRQ RI D SXEOLF KHDOWK
HPHUJHQF\ RI LQWHUQDWLRQDO FRQFHUQ LQ UHODWLRQ WR &29,'���� DQG
DV RI �� )HEUXDU\� �� FRXQWULHV KDYH UHSRUWHG WR :+2 DGGLWLRQDO
KHDOWK PHDVXUHV WKDW VLJQLILFDQWO\ LQWHUIHUH ZLWK LQWHUQDWLRQDO
WUDIILF LQ UHODWLRQ WR WUDYHO WR DQG IURP &KLQD RU RWKHU FRXQWULHV�
UDQJLQJ IURP GHQLDO RI HQWU\ RI SDVVHQJHUV� YLVD UHVWULFWLRQV RU
TXDUDQWLQH IRU UHWXUQLQJ WUDYHOOHUV� 6HYHUDO FRXQWULHV WKDW GHQLHG
HQWU\ RI WUDYHOOHUV RU ZKR KDYH VXVSHQGHG WKH IOLJKWV WR DQG IURP
&KLQD RU RWKHU DIIHFWHG FRXQWULHV� DUH QRZ UHSRUWLQJ FDVHV RI
&29,'���� ��

,Q $SULO ����� :+2 XSGDWHG LWV &29,'��� VWUDWHJ\� VKLIWLQJ LWV VWDQFH IRU
WKH ILUVW WLPH� ,W VWDWHG WKDW RQH RI WKH JOREDO VWUDWHJLF REMHFWLYHV ZDV IRU FRXQWULHV
WR ³>V@XSSUHVV FRPPXQLW\ WUDQVPLVVLRQ WKURXJK FRQWH[W�DSSURSULDWH LQIHFWLRQ
SUHYHQWLRQ DQG FRQWURO PHDVXUHV� SRSXODWLRQ�OHYHO SK\VLFDO GLVWDQFLQJPHDVXUHV�
DQG DSSURSULDWH DQG SURSRUWLRQDWH UHVWULFWLRQV RQ QRQ�HVVHQWLDO GRPHVWLF DQG
LQWHUQDWLRQDO WUDYHO�´�� ,W DOVR DGGHG�

,Q FRXQWULHV DQG�RU VXEQDWLRQDO UHJLRQV LQ ZKLFK FRPPXQLW\
WUDQVPLVVLRQKDV EHFRPH HVWDEOLVKHG� RU WKDW DUH DW ULVN RI HQWHULQJ
WKLV SKDVH RI DQ HSLGHPLF� DXWKRULWLHVPXVW LPPHGLDWHO\DGRSWDQG

�� 8SGDWHG :+2 5HFRPPHQGDWLRQV IRU ,QWHUQDWLRQDO 7UDIILF LQ 5HODWLRQ WR &29,'���
2XWEUHDN� :25/' +($/7+ 25*� �)HE� ��� ������ KWWSV���ZZZ�ZKR�LQW�QHZV�URRP�DUWLFOHV �
GHWDLO�XSGDWHG�ZKR�UHFRPPHQGDWLRQV�IRU�LQWHUQDWLRQDO�WUDIILF�LQ�UHODWLRQ�WR�FRYLG����RXWEUHDN�

�� &29,'ఆ�� 6WUDWHJ\ 8SGDWH� :25/' +($/7+ 25*� �$SU� ��� ������ KWWSV���ZZZ�ZKR�LQW�
SXEOLFDWLRQV�L�LWHP�FRYLG����VWUDWHJ\�XSGDWH������DSULO����� �HPSKDVLV DGGHG��
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DGDSW SRSXODWLRQ�OHYHO GLVWDQFLQJ PHDVXUHV DQG PRYHPHQW
UHVWULFWLRQV LQ DGGLWLRQ WR RWKHU SXEOLF KHDOWK DQG KHDOWK V\VWHP
PHDVXUHV WR UHGXFH H[SRVXUH DQG VXSSUHVV WUDQVPLVVLRQ�
LQFOXGLQJ � � � >P@HDVXUHV WR UHGXFH WKH ULVN RI LPSRUWDWLRQ RU
UHLQWURGXFWLRQ RI WKH YLUXV IURP KLJK�WUDQVPLVVLRQ DUHDV� VXFK DV
OLPLWV RQ QDWLRQDO DQG LQWHUQDWLRQDO WUDYHO � � � ���

,Q HDUO\ 0D\ ����� :+2 UHFRPPHQGHG WKDW 6WDWHV 3DUWLHV ³>L@PSOHPHQW
DSSURSULDWH WUDYHO PHDVXUHV ZLWK FRQVLGHUDWLRQ RI WKHLU SXEOLF KHDOWK EHQHILWV�
LQFOXGLQJ HQWU\ DQG H[LW VFUHHQLQJ� HGXFDWLRQ RI WUDYHOHUV RQ UHVSRQVLEOH WUDYHO
EHKDYLRXU�FDVHILQGLQJ� FRQWDFW WUDFLQJ� LVRODWLRQ� DQG TXDUDQWLQH� E\LQFRUSRUDWLQJ
HYLGHQFH RQ WKH SRWHQWLDO UROH RI SUH�V\PSWRPDWLF DQG DV\PSWRPDWLF
WUDQVPLVVLRQ�´�� $JDLQ� :+2 UHFRPPHQGHG WKDW 6WDWHV ³QRW LPSOHPHQW WUDGH
UHVWULFWLRQV EH\RQG WKRVH FRQVLGHUHG WR EH RI SXEOLF KHDOWK LPSRUWDQFH LQ
DFFRUGDQFH ZLWK UHOHYDQW LQWHUQDWLRQDO DJUHHPHQWV´ DQG ³>F@RQWLQXH WR SURYLGH
DSSURSULDWH SXEOLF KHDOWK UDWLRQDOH WR :+2 IRU DGGLWLRQDO KHDOWK PHDVXUHV LQ
DFFRUGDQFH ZLWK >WKH@ ,+5�´��

,Q2FWREHU �����:+2UHFRPPHQGHGWKDW6WDWHV 3DUWLHV RQO\LQWURGXFH WUDYHO
UHVWULFWLRQVZLWK FOHDU� MXVWLILHGOLPLWV� 6SHFLILFDOO\�:+2UHFRPPHQGHG WKDW6WDWH
3DUWLHV ³>U@HJXODUO\ UH�FRQVLGHU PHDVXUHV DSSOLHG WR LQWHUQDWLRQDO WUDYHO LQ
FRPSOLDQFH ZLWK$UWLFOH �� RI WKH ,+5 ������ DQG FRQWLQXH WR SURYLGH LQIRUPDWLRQ
DQG UDWLRQDOHV WR :+2 RQ PHDVXUHV WKDW VLJQLILFDQWO\ LQWHUIHUH ZLWK LQWHUQDWLRQDO
WUDIILF´ DQG ³>H@QVXUH WKDW PHDVXUHV DIIHFWLQJ LQWHUQDWLRQDO WUDIILF �LQFOXGLQJ
WDUJHWHG XVH RI GLDJQRVWLFV DQG TXDUDQWLQH� DUH ULVN�EDVHG� HYLGHQFH�EDVHG�
FRKHUHQW� SURSRUWLRQDWH DQG WLPH�OLPLWHG�´��

)LQDOO\� LQ LWV ODWHVW SXEOLF VWDWHPHQW VSHFLILFDOO\ DGGUHVVLQJ LQWHUQDWLRQDO
WUDYHO� LQ PLG�-DQXDU\ ����� :+2 DJDLQ UHFRPPHQGHG WKDW 6WDWHV�

>L@PSOHPHQW FRRUGLQDWHG� WLPH�OLPLWHG� ULVN�EDVHG� DQG HYLGHQFH�
EDVHG DSSURDFKHV IRU KHDOWK PHDVXUHV LQ UHODWLRQ WR LQWHUQDWLRQDO
WUDIILF LQ OLQH ZLWK :+2 JXLGDQFH DQG ,+5 SURYLVLRQV� &DUHIXO

�� ,G� �HPSKDVLV DGGHG��
�� 6WDWHPHQW RQ WKH 7KLUG 0HHWLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������ (PHUJHQF\

&RPPLWWHH 5HJDUGLQJ WKH 2XWEUHDN RI &RURQDYLUXV 'LVHDVH �&29,'����� :25/' +($/7+ 25*�
�0D\ �� ������ KWWSV���ZZZ�ZKR�LQW�QHZV�LWHP������������VWDWHPHQW�RQ�WKH�WKLUG�PHHWLQJ�RI�WKH�
LQWHUQDWLRQDO�KHDOWK�UHJXODWLRQV��������HPHUJHQF\�FRPPLWWHH�UHJDUGLQJ�WKH�RXWEUHDN�RI�
FRURQDYLUXV�GLVHDVH��FRYLG�����

�� ,G�
�� 6WDWHPHQW RQ WKH )LIWK 0HHWLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������ (PHUJHQF\

&RPPLWWHH 5HJDUGLQJ WKH &RURQDYLUXV 'LVHDVH �&29,'���� 3DQGHPLF� :25/' +($/7+ 25*� �2FW�
��� ������ KWWSV���ZZZ�ZKR�LQW�QHZV�LWHP������������VWDWHPHQW�RQ�WKH�ILIWK�PHHWLQJ�RI�WKH�
LQWHUQDWLRQDO�KHDOWK�UHJXODWLRQV��������HPHUJHQF\�FRPPLWWHH�UHJDUGLQJ�WKH�FRURQDYLUXV�GLVHDVH�
�FRYLG�����SDQGHPLF�
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FRQVLGHUDWLRQ VKRXOG EH JLYHQ WR ZKHQ DQG LI WUDYHO EDQV VKRXOG
RU VKRXOG QRW EH XVHG DV WRROV WR UHGXFH VSUHDG� 6XFK GHFLVLRQV
VKRXOG EH EDVHG RQ WKH EHVW DYDLODEOH HYLGHQFH���

,Q DGGLWLRQ� 6WDWHV ZHUH DVNHG WR ³>V@KDUH LQIRUPDWLRQ ZLWK :+2 RQ WKH
HIIHFWV RI KHDOWK PHDVXUHV LQ PLQLPL]LQJ WUDQVPLVVLRQ RI 6$56�&R9�� GXULQJ
LQWHUQDWLRQDO WUDYHO WR LQIRUP:+2¶VGHYHORSPHQWRI HYLGHQFH�EDVHG JXLGDQFH�́ ��

7HPSRUDU\ UHFRPPHQGDWLRQV RIIHU JXLGDQFH WR 6WDWHV EDVHG RQ :+2¶V
³DVVHVVPHQW RI ULVN WR KXPDQ KHDOWK� ULVN RI LQWHUQDWLRQDO VSUHDG RI GLVHDVH DQG RI
ULVN RI LQWHUIHUHQFH ZLWK LQWHUQDWLRQDO WUDYHO�´�� 6WLOO� WKDW DVVHVVPHQW LV QRW
SHUHPSWRU\� DV $UWLFOH �� RI WKH ,+5 DOORZV 6WDWHV 3DUWLHV WR JR EH\RQG:+2¶V
UHFRPPHQGDWLRQV�

�� 7KHVH 5HJXODWLRQV VKDOO QRW SUHFOXGH 6WDWHV 3DUWLHV IURP
LPSOHPHQWLQJ KHDOWK PHDVXUHV� LQ DFFRUGDQFHZLWK WKHLU
UHOHYDQW QDWLRQDO ODZ DQG REOLJDWLRQV XQGHU LQWHUQDWLRQDO
ODZ� LQ UHVSRQVH WR VSHFLILF SXEOLF KHDOWK ULVNV RU SXEOLF
KHDOWK HPHUJHQFLHV RI LQWHUQDWLRQDO FRQFHUQ�ZKLFK�

D� DFKLHYH WKH VDPH RU JUHDWHU OHYHO RI KHDOWK
SURWHFWLRQ WKDQ:+2 UHFRPPHQGDWLRQV� RU

E� DUH RWKHUZLVH SURKLELWHG XQGHU $UWLFOH ��� $UWLFOH
��� SDUDJUDSKV � DQG � RI $UWLFOH ��� $UWLFOH ���
SDUDJUDSK ��F� RI $UWLFOH �� DQG $UWLFOH ���

SURYLGHG VXFK PHDVXUHV DUH RWKHUZLVH FRQVLVWHQW ZLWK
WKHVH 5HJXODWLRQV���

7KHUH LV� KRZHYHU� DQ LPSRUWDQW FDYHDW� DGGLWLRQDO KHDOWK PHDVXUHV ³VKDOO QRW
EH PRUH UHVWULFWLYH RI LQWHUQDWLRQDO WUDIILF DQG QRW PRUH LQYDVLYH RU LQWUXVLYH WR
SHUVRQV WKDQ UHDVRQDEO\ DYDLODEOH DOWHUQDWLYHV WKDW ZRXOG DFKLHYH WKH DSSURSULDWH
OHYHO RI KHDOWK SURWHFWLRQ�´��

�� 6WDWHPHQW RQ WKH 6L[WK 0HHWLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������ (PHUJHQF\
&RPPLWWHH 5HJDUGLQJ WKH &RURQDYLUXV 'LVHDVH �&29,'���� 3DQGHPLF� :25/' +($/7+ 25*� �-DQ�
��� ������ KWWSV���ZZZ�ZKR�LQW�QHZV�LWHP������������VWDWHPHQW�RQ�WKH�VL[WK�PHHWLQJ�RI�WKH�
LQWHUQDWLRQDO�KHDOWK�UHJXODWLRQV��������HPHUJHQF\�FRPPLWWHH�UHJDUGLQJ�WKH�FRURQDYLUXV�GLVHDVH�
�FRYLG�����SDQGHPLF�

�� ,G�
�� :KDW $UH WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV"� :25/' +($/7+ 25*� �'HF� ��� ������

KWWSV���ZZZ�ZKR�LQW�QHZV�URRP�T�D�GHWDLO�HPHUJHQFLHV�LQWHUQDWLRQDO�KHDOWK�UHJXODWLRQV�DQG�
HPHUJHQF\�FRPPLWWHHV�

�� ,+5� VXSUD QRWH �� DW DUW� ������
�� ,G�
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8QGHU WKH VDPH SURYLVLRQ� D GHFLVLRQ WR LPSOHPHQWDGGLWLRQDOKHDOWKPHDVXUHV
VKDOO EH EDVHG XSRQ WKH IROORZLQJ HOHPHQWV� ³�D� VFLHQWLILF SULQFLSOHV� �E� DYDLODEOH
VFLHQWLILF HYLGHQFH RI D ULVN WR KXPDQ KHDOWK� RU ZKHUH VXFK HYLGHQFH LV
LQVXIILFLHQW� WKH DYDLODEOH LQIRUPDWLRQ LQFOXGLQJ IURP:+2 DQG RWKHU UHOHYDQW
LQWHUJRYHUQPHQWDO RUJDQL]DWLRQV DQG LQWHUQDWLRQDO ERGLHV� DQG �F� DQ\ DYDLODEOH
VSHFLILF JXLGDQFH RU DGYLFH IURP :+2�´�� ,I VXFK PHDVXUHV ³VLJQLILFDQWO\
LQWHUIHUH ZLWK LQWHUQDWLRQDO WUDIILF�´ WKH 6WDWH 3DUW\ ³VKDOO SURYLGH WR :+2 WKH
SXEOLF KHDOWKUDWLRQDOH DQG UHOHYDQW VFLHQWLILF LQIRUPDWLRQIRU LW�´�� ,PSRUWDQWO\� WKH
IROORZLQJPHDVXUHV DUH JHQHUDOO\ FRQVLGHUHGDV ³VLJQLILFDQW LQWHUIHUHQFH´� ³UHIXVDO
RI HQWU\ RU GHSDUWXUH RI LQWHUQDWLRQDO WUDYHOOHUV� EDJJDJH� FDUJR� FRQWDLQHUV�
FRQYH\DQFHV� JRRGV� DQG WKH OLNH� RU WKHLU GHOD\� IRU PRUH WKDQ �� KRXUV�́ �� :+2
DVVHVVHV WKHVH DGGLWLRQDO KHDOWK PHDVXUHV DQG PD\ UHTXHVW WKH 6WDWH WR UHFRQVLGHU
WKHLU DSSOLFDWLRQ��� 6WDWHV PXVW DOVR UHSRUW PHDVXUHV WR :+2ZLWKLQ �� KRXUV RI
LPSOHPHQWDWLRQ� WRJHWKHU ZLWK WKHLU KHDOWK UDWLRQDOH� XQOHVV D WHPSRUDU\ RU
VWDQGLQJ UHFRPPHQGDWLRQ DOUHDG\ FRYHUV WKH PHDVXUHV��� 6WDWHV VKRXOG UHYLHZ
PHDVXUHV ZLWKLQ WKUHH PRQWKV� WDNLQJ LQWR DFFRXQW :+2
V DGYLFH DQG WKH FULWHULD
VHW IRUWK LQ $UWLFOH ��������

�� 6WDWHV¶ 1RQ�&RPSOLDQFH

6WDWHV 3DUWLHV WR WKH ,+5 GHFLGHG DOPRVW XQLYHUVDOO\ WR GLVUHJDUG :+2¶V
UHFRPPHQGDWLRQV QRW WR LPSOHPHQW WUDYHO UHVWULFWLRQV��� $W WKH HDUO\ VWDJH RI WKH
SDQGHPLF� :+2ZDV FKDVWLVHG E\ VRPH IRUJLYLQJ VXFK FRXQVHO��� 7KH LPSRVLWLRQ
RI WUDYHO UHVWULFWLRQV LQ UHVSRQVH WR DQ HSLGHPLF RXWEUHDN LV QRW D QRYHOW\²UDWKHU�
LW KDV EHFRPH WKH UXOH��� ,Q DGGLWLRQ� FRXQWULHV IUHTXHQWO\ EUHDFK WKHLU REOLJDWLRQV

�� ,G� DW DUW� ������
�� ,G� DW DUW� ������
�� ,G�
�� ,G� DW DUW� ������
�� ,G� DW DUW� ������
�� ,G� DW DUW� ������
�� $FFRUGLQJ WR %XUFL� D ³ZHDNQHVV RI WKH ,+5 ����� LQ GUDPDWLF GLVSOD\ VLQFH WKH GHFODUDWLRQ

RI WKH &29,'��� 3+(,&� LV WKH IDLOXUH RU UHIXVDO RI PDQ\ VWDWHV WR IROORZ :+2¶V WHPSRUDU\
UHFRPPHQGDWLRQV� LQ SDUWLFXODU ZLWK UHJDUG WR GLVUXSWLYH LQWHUQDWLRQDO PHDVXUHV VXFK DV ERUGHU
FORVXUHV� WUDYHO UHVWULFWLRQV DQG WUDGH OLPLWDWLRQV�´ %XUFL� VXSUD QRWH ��� DW ����

�� 6HH $PDQGD :DWWV 	 9HURQLFD 6WUDFTXDOXUVL� :+2 'HIHQGV &RURQDYLUXV 5HVSRQVH DIWHU
7UXPS &ULWLFLVP� &11 �$SU� �� ������ KWWSV���HGLWLRQ�FQQ�FRP������������SROLWLFV�ZKR�UHVSRQGV �
WUXPS�FODLPV�FRURQDYLUXV�LQGH[�KWPO�

�� /DZUHQFH *RVWLQ� ,QIOXHQ]D $�+�1�� DQG 3DQGHPLF 3UHSDUHGQHVV 8QGHU WKH 5XOH RI
,QWHUQDWLRQDO /DZ ��� -� $P� 0HG� $VV¶Q ����� ������� ������� /DZUHQFH *RVWLQ� 2XU 6KDUHG
9XOQHUDELOLW\ WR 'DQJHURXV 3DWKRJHQV� �� 0('� /� 5(9� ���� ��� ������� 0RUHQLNH )ROD\DQ 	
%UDQGRQ %URZQ� (EROD DQG WKH /LPLWHG (IIHFWLYHQHVV RI 7UDYHO 5HVWULFWLRQV� � ',6$67(5 0('� 	
38%� +($/7+ 35(3$5('1(66 �� ������� :HQG\ 5K\PHU 	 5LFN 6SHDUH� &RXQWULHV¶ 5HVSRQVH WR
:+2¶V 7UDYHO 5HFRPPHQGDWLRQV 'XULQJ WKH ��������� (EROD 2XWEUHDN� �� %8//�:25/' +($/7+
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WR UHSRUW DGGLWLRQDO PHDVXUHV WR :+2�� DQG WR H[SODLQ WKHLU VFLHQWLILF DQG SXEOLF
KHDOWK UDWLRQDOH��� 7KLV ODFN RI FRPSOLDQFH ZLWK UHSRUWLQJ REOLJDWLRQV ZDV DOVR
SHUYDVLYHGXULQJWKH&29,'���SDQGHPLF�:KLOH SUDFWLFDOO\ DOO FRXQWULHV DGRSWHG
VRPH IRUP RI WUDYHO UHVWULFWLRQ� E\ WKH HQG RI )HEUXDU\ ����� RQO\ WKLUW\ �HLJKW
FRXQWULHV KDG UHSRUWHG VXFKPHDVXUHV WR :+2��� ,W VHHPV HYLGHQW WKDW PDQ\ VXFK
PHDVXUHV ZHQW XQUHSRUWHG���

&29,'��� VHHPV WR EH WKH ODWHVW HSLVRGH LQ D VDJD RI ³SDWKRORJLFDÓ �� RU HYHQ
³HSLGHPLF´�� QRQ�FRPSOLDQFH ZLWK WKH ,+5� 7KH URRW RI WKH SUREOHP LV WKH ODFN RI
HQIRUFHDELOLW\ RI WKH GXWLHV LPSRVHG RQ 6WDWHV 3DUWLHV��� $V DFNQRZOHGJHG UHFHQWO\
E\ WKH &KDLU RI WKH 5HYLHZ &RPPLWWHH RQ WKH )XQFWLRQLQJ RI WKH ,QWHUQDWLRQDO
+HDOWK 5HJXODWLRQV ������� WKH ,+5 ³ODFN � � � WHHWK�´��� :+2 KDV KLVWRULFDOO\
IDYRUHG WKH IRUPXODWLRQ RI UHFRPPHQGDWLRQV RYHU WKH LPSRVLWLRQ RI ELQGLQJ
REOLJDWLRQV� 7KHUH LV QR FRPSOLDQFH PHFKDQLVP WRPRQLWRU DQG UHYLHZ WKH FRQGXFW

25*� ��� �� ������� $'$0.$05$'7�6&277� 0$1$*,1* */2%$/ +($/7+ 6(&85,7<� 7+(:25/'
+($/7+ 25*$1,=$7,21 $1' ',6($6( 287%5($. &21752/ ��� ������� $GDP .DPUDGW�6FRWW� 7KH
,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������� 6WUHQJWKHQLQJ 7KHLU (IIHFWLYH ,PSOHPHQWDWLRQ DQG
8WLOLVDWLRQ� �� ,17¶/ 25*6� /� 5(9� ���� ��� �������

�� 6WUHQJWKHQLQJ 5HVSRQVH WR 3DQGHPLFV DQG 2WKHU 3XEOLF�+HDOWK (PHUJHQFLHV� 5HSRUW RI WKH
5HYLHZ &RPPLWWHH RQ WKH )XQFWLRQLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������ DQG RQ
3DQGHPLF ,QIOXHQ]D �+�1�� ����� :25/' +($/7+ 25*� ��� ����� �������
KWWSV���ZZZ�ZKR�LQW�LKU�SXEOLFDWLRQV�5&BUHSRUW�HQ� 'DYLG )LGOHU� (SLF )DLOXUH RI (EROD DQG *OREDO
+HDOWK 6HFXULW\� �� %52:1 -�:25/' $))6� ���� ��� ������� 7U\JYH 2WWHUVHQ� 6WHYHQ +RIIPDQ 	
*DsOOH *URX[� (EROD $JDLQ 6KRZV WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV DUH %URNHQ� :KDW &DQ %H
'RQH 'LIIHUHQWO\ WR 3UHSDUH IRU WKH 1H[W (SLGHPLF"� �� $0� -� /� 	0('� ���� ��� �������

�� 5HSRUW RI WKH (EROD ,QWHULP $VVHVVPHQW 3DQHO� :25/' +($/7+ 25*� �� �������
KWWSV���ZZZ�ZKR�LQW�FVU�UHVRXUFHV�SXEOLFDWLRQV�HEROD�UHSRUW�E\�SDQHO�SGI� 2WWHUVHQ� +RIIPDQ 	
*URX[� VXSUD QRWH ��� DW ���� 7VXQJ�/LQJ /HH� 0DNLQJ ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV :RUN�
/HVVRQV IURP WKH ���� (EROD 2XWEUHDN� �� 9$1'� -� 75$161$7¶/ /� ���� ��� �������

��:25/' +($/7+ 25*�� VXSUD QRWH ��� 6XEVHTXHQW XSGDWHV E\ :+2 DUH VLOHQW RQ ZKHWKHU WKH
RUJDQL]DWLRQ UHFHLYHG PRUH UHSRUWV IURP 6WDWHV 3DUWLHV�

�� 9RQ 7LJHUVWURP 	 :LOVRQ� VXSUD QRWH ��� DW �� YRQ %RJGDQG\ 	 9LOODUUHDO� VXSUD QRWH ���
DW ���

�� $QGUHD 6SDJQROR� �1RQ� &RPSOLDQFH ZLWK WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV RI WKH :+2
IURP WKH 3HUVSHFWLYH RI WKH /DZ RI ,QWHUQDWLRQDO 5HVSRQVLELOLW\� �� */2%� -85,67� �������

�� 'DYLG +H\PDQQ HW DO�� *OREDO +HDOWK 6HFXULW\� 7KH :LGHU /HVVRQV IURP WKH :HVW $IULFDQ
(EROD 9LUXV 'LVHDVH (SLGHPLF ��� /$1&(7 ����� ���� �������

�� $OL 7HMSDU 	 6WHYHQ +RIIPDQ� &DQDGD¶V 9LRODWLRQ RI ,QWHUQDWLRQDO /DZ GXULQJ WKH �������
(EROD 2XWEUHDN� �� &$1$',$1 <�%� ,17¶/ /� ���� ��� ������� .XPDQDQ :LOVRQ� -RKQ %URZQVWHLQ
	 'DYLG )LGOHU� 6WUHQJWKHQLQJ WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� /HVVRQV IURP WKH +�1�
3DQGHPLF� �� +($/7+ 32/¶< 	3/$11,1* ���� ��� �������2WWHUVHQ� +RIIPDQ 	 *URX[� VXSDU QRWH
��� DW ������� 5REHUW )UDX� /DZ DV DQ $QWLGRWH� $VVHVVLQJ WKH 3RWHQWLDO RI ,QWHUQDWLRQDO +HDOWK /DZ
%DVHG RQ WKH (EROD�2XWEUHDN ����� � *2(77,1*(1 -� ,17¶/ /� ���� DW ������ �������

��� 6WDWHPHQW WR WKH ���WK ([HFXWLYH %RDUG E\ WKH &KDLU RI WKH 5HYLHZ &RPPLWWHH RQ WKH
)XQFWLRQLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������'XULQJ WKH &29,'��� 5HVSRQVH�:25/'
+($/7+ 25*� �-DQ� ��� ������ KWWSV���ZZZ�ZKR�LQW�QHZV�LWHP������������VWDWHPHQW�WR�WKH����WK�
H[HFXWLYH�ERDUG�E\�WKH�FKDLU�RI�WKH�UHYLHZ�FRPPLWWHH�RQ�WKH�IXQFWLRQLQJ�RI�WKH�LQWHUQDWLRQDO�
KHDOWK�UHJXODWLRQV��������GXULQJ�WKH�FRYLG����UHVSRQVH�
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RI 6WDWHV 3DUWLHV���� DQG QR FRQVHTXHQFHV IROORZ IURP EUHDFKLQJ WKH UHJXODWLRQV����
$V D UHVXOW� 6WDWHV 3DUWLHV KDYH OLWWOH LQFHQWLYH WR IXOILOO WKHLU GXWLHV��� � DQG QRQ�
FRPSOLDQFH SD\V RII����

'HVSLWH EHLQJ DQ LQWHUQDWLRQDO OHJDO LQVWUXPHQW� WKH ,+5 UHVHPEOH D VRIW ODZ
GRFXPHQW���� ZLWK FRPSOLDQFH EDVHG RQ SHUVXDVLRQ���� :KLOH LW LV KRSHG WKDW
UHSRUWLQJ REOLJDWLRQV ³QXGJH´ 6WDWHV WR FRPSO\ ZLWK WHPSRUDU\
UHFRPPHQGDWLRQV���� WKLV ³VRIW´ GLSORPDWLF DSSURDFK KDV QRW EHHQ DVVHUWLYH
HQRXJK� ,Q DGGLWLRQ� EUHDFKHV RI WKH ,+5 DUH QRW PHW ZLWK ILUP UHDFWLRQV IURP

��� )LGOHU� VXSUD QRWH ��� DW ���� 7KH 5HYLHZ &RPPLWWHH QRWHV�
7KH ODFN RI D UREXVW FRPSOLDQFH HYDOXDWLRQ DQG DFFRXQWDELOLW\ PHFKDQLVP ZDV
LGHQWLILHG GXULQJ WKH LQWHUYLHZV DV UHGXFLQJ LQFHQWLYHV IRU DGHTXDWH SUHSDUHGQHVV
DQG FRRSHUDWLRQ XQGHU WKH 5HJXODWLRQV DQG DV GHWHUULQJ WLPHO\ QRWLILFDWLRQV RI
HYHQWV DQG SXEOLF KHDOWK LQIRUPDWLRQ� 6XFK FULWLFLVP ZDV UDLVHG LQ SDUWLFXODU ZLWK
UHJDUG WR WKH DGRSWLRQ RI DGGLWLRQDO KHDOWK PHDVXUHV LQ YLHZ RI WKHLU
WUDQVERXQGDU\ VRFLDO DQG HFRQRPLF FRQVHTXHQFHV� $ UREXVW V\VWHP RI
FRPSOLDQFH HYDOXDWLRQ EXLOW LQWR WKH 5HJXODWLRQV ZDV FLWHG GXULQJ WKH LQWHUYLHZV
DV D SRWHQWLDO DSSURDFK WR VWUHQJWKHQLQJ WKH RYHUDOO IUDPHZRUN RI WKH 5HJXODWLRQV
DQG LWV FUHGLELOLW\ DV D OHJDO LQVWUXPHQW� VXFK DQ DSSURDFK FRXOG LQFOXGH
FRQVLGHUDWLRQ RI D XQLYHUVDO SHHU UHYLHZ PHFKDQLVP�

:25/' +($/7+ 25*�� VXSUD QRWH ��� DW � ��� :KLOH $UWLFOH ����� RI WKH ,+5 �³VHWWOHPHQW RI
GLVSXWHV´� SURYLGHV WKDW GLVSXWHV EHWZHHQ :+2 DQG RQH RU PRUH 6WDWHV 3DUWLHV FRQFHUQLQJ WKH
LQWHUSUHWDWLRQ RU DSSOLFDWLRQ RI WKH UHJXODWLRQV VKDOO EH VXEPLWWHG WR WKH +HDOWK $VVHPEO\� WKLV LV QRW
D IXOO\�IOHGJHG� VWUXFWXUHG UHYLHZ PHFKDQLVP� 2QH PD\ DOVR TXHVWLRQ ZKHWKHU WKLV DYHQXH FRXOG EH
XVHG WR UHYLHZ WKH IXOILOOPHQW RI REOLJDWLRQV FRQWDLQHG LQ $UWLFOH �� RI WKH ,+5� %H LW DV LW PD\� WKLV
PHFKDQLVP KDV QHYHU EHHQ XVHG� 5XJHU� VXSUD QRWH ��� DW ���� $OO\Q 7D\ORU HW DO�� 6ROLGDULW\ LQ WKH
:DNH RI &29,'���� 5HLPDJLQLQJ WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� ��� /$1&(7 ��� �� �������

��� :25/' +($/7+ 25*�� VXSUD QRWH ��� DW ��� -RVHSK 'XWH� :RUOG +HDOWK 2UJDQL]DWLRQ²
5HYLVLRQ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� �� (85� -� +($/7+ /� ���� ��� ������� :LOVRQ�
%URZQVWHLQ 	 )LGOHU� VXSUD QRWH ��� DW ���� -(5(0< <28'(� %,232/,7,&$/ 6859(,//$1&( $1'
38%/,& +($/7+ ,1 ,17(51$7,21$/ 32/,7,&6 ��� ������� &ROLQ 0F,QQHV� :+2¶V 1H[W" &KDQJLQJ
$XWKRULW\ LQ *OREDO +HDOWK *RYHUQDQFH $IWHU (EROD �� ,17¶/ $))6� ����� ������� ������� %ULJLW
7RHEHV� /LVD )RUPDQ 	 *LXOLR %DUWROLQL� 7RZDUG +XPDQ 5LJKWV�&RQVLVWHQW 5HVSRQVHV WR +HDOWK
(PHUJHQFLHV� :KDW ,V WKH 2YHUODS EHWZHHQ &RUH 5LJKW WR+HDOWK 2EOLJDWLRQV DQG&RUH ,QWHUQDWLRQDO
+HDOWK 5HJXODWLRQ &DSDFLWLHV"� �� +($/7+ 	+80�576� -� ��� ��� �������

��� 'DYLG %LVKRS� /HVVRQV IURP 6$56� :K\ WKH :+2 0XVW 3URYLGH *UHDWHU (FRQRPLF
,QFHQWLYHV IRU &RXQWULHV WR &RPSO\ ZLWK ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� �� *(2� -� ,17¶/ /� �����
���� ������� /HH� VXSUD QRWH ��� DW ���� /DXUHQ $VKHU� &RQIURQWLQJ 'LVHDVH LQ D *OREDO $UHQD� �
&$5'2=2 -� ,17¶/ &203$5� /� ���� ���� ������

��� /HH� VXSUD QRWH ��� DW ���� -HQQLIHU 1X]]R 	 *LJL *URQYDOO� *OREDO +HDOWK 6HFXULW\�
&ORVLQJ WKH *DSV LQ 5HVSRQGLQJ WR ,QIHFWLRXV 'LVHDVH (PHUJHQFLHV� � */2%� +($/7+ *29(51$1&(
�� �� ������� &DWKHULQH :RUVQRS� 3URYRNLQJ %DUULHUV� 7KH ���� (EROD 2XWEUHDN DQG 8QLQWHQGHG
&RQVHTXHQFHV RI :+2¶V 3RZHU WR 'HFODUH D 3XEOLF +HDOWK (PHUJHQF\� �� */2%� +($/7+
*29(51$1&( �� �� �������

���'DYLG )LGOHU� 7KH5ROH RI ,QWHUQDWLRQDO /DZ LQ WKH &RQWURO RI (PHUJLQJ ,QIHFWLRXV 'LVHDVHV�
�� %8//� '( /¶,167,787 3$67(85 ��� ����� �������

��� 'DYLG )LGOHU� 5HWXUQ RI WKH )RXUWK +RUVHPDQ� (PHUJLQJ ,QIHFWLRXV 'LVHDVHV DQG
,QWHUQDWLRQDO /DZ� �� 0,11� /� 5(9� ���� ��� �������

��� )UDX� VXSUD QRWH ��� DW ����
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:+2���� 7KH RUJDQL]DWLRQ LV QRUPDOO\ FDUHIXO QRW WR DQWDJRQL]HPHPEHUV DERXW
WKH PHDVXUHV WKH\ DGRSW���� DQG WKH VDPH KDSSHQHG LQ WKH FRQWH[W RI &29,'�������
6HYHUDO DXWKRUV KDYH VXJJHVWHG WKDW LW EH PRUH SURDFWLYH DQG HPSKDWLF LQ
UHTXHVWLQJ 6WDWHV 3DUWLHV WR MXVWLI\ WKHLU PHDVXUHV���� :KLOH :+2KDV WKH SRZHU WR
³QDPH DQG VKDPH´ YLRODWLQJ 6WDWHV� WKLV WRRO KDV QRW EHHQ GHSOR\HG���� ,Q SUDFWLFH�
WKH UHJXODWLRQV DUH WRR UHVWUDLQHG LQ UHJXODWLQJZKHQ DQG KRZ 6WDWHV 3DUWLHV FDQ
DGRSW DGGLWLRQDO KHDOWK PHDVXUHV� 7KH IRFXV VHHPV WR EH RQ HQJDJLQJ 6WDWHV LQ
PXOWLODWHUDO FRRSHUDWLRQ ZLWKRXW LPSLQJLQJ XSRQ WKHLU VRYHUHLJQW\����

7KHVH SUREOHPV DUH ZHOO NQRZQ ZLWKLQ :+2� 6HYHUDO PRQWKV LQWR WKH
SDQGHPLF� WKH &KDLU RI WKH 5HYLHZ &RPPLWWHH RQ WKH )XQFWLRQLQJ RI WKH
,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������ DFNQRZOHGJHG WKDW ³>W@KH UROH RI :+2LQ
UHODWLRQ WR WUDYHO UHFRPPHQGDWLRQV DV ZHOO DV LQFHQWLYHV IRU 6WDWHV 3DUWLHV WR
FRPSO\ ZLWK WKHLU REOLJDWLRQV UHODWHG WR WUDYHO PHDVXUHV QHHG WR EH IXUWKHU
H[DPLQHG�´��� 7KH &RPPLWWHH LV FRQVLGHULQJ WKH LQWURGXFWLRQ RI QHZ WRROV WR
PRQLWRU DQG HYDOXDWH FRPSOLDQFHZLWK WKH ,+5� QDPHO\ D SHHU�UHYLHZ PHFKDQLVP
VLPLODU WR WKH 8QLYHUVDO 3HULRGLF 5HYLHZ XVHG E\ WKH +XPDQ 5LJKWV &RXQFLO� ���
7KLV SURSRVDO LV FXUUHQWO\ EHLQJ SLORW WHVWHG XQGHU WKH ³8QLYHUVDO +HDOWK DQG
3UHSDUHGQHVV5HYLHZ�´ DQ LQLWLDWLYH ODXQFKHG LQ 1RYHPEHU ��������

7KHZHDNQHVV RI WKH ,+5LQ DFKLHYLQJWKHLU VWDWHGSXUSRVH LV GHHSO\DVVRFLDWHG
ZLWK WKH XVH RI QRQ�ELQGLQJ UHFRPPHQGDWLRQV� ,Q WKH HQG� WKH\ DUH ³D JXLGHPRUH
WKDQ D OHJDO PDQGDWH�´��� :KLOH WKH YDOXH RI ³VRIW ODZ´ VWDQGDUGV VKRXOG QRW EH

��� 6WHIDQLD 1HJUL� &RPPXQLFDEOH 'LVHDVH &RQWURO� LQ 5(6($5&+ +$1'%22. 21 */2%$/
+($/7+ /$: ���� ��� �������

��� $QWRLQH 3X\YDOOpH 	 6RQMD .LWWHOVHQ� ³'LVHDVH .QRZV 1R %RUGHUV´� 3DQGHPLFV DQG WKH
3ROLWLFV RI *OREDO +HDOWK 6HFXULW\� LQ 3$1'(0,&6� 38%/,&6� $1' 32/,7,&6� 67$*,1* 5(63216(6 72
38%/,&+($7/+ &5,6(6 ��� �� �.ULVWLDQ %M¡UNGDKO 	 %HQHGLFWH &DUOVHQ HGV�� ������

��� /HH HW DO�� VXSUD QRWH ��� DW �����
���*RVWLQ� 'H%DUWROR 	 )ULHGPDQ� VXSUD QRWH ��� DW ����� :LOVRQ� %URZQVWHLQ 	 )LGOHU� VXSUD

QRWH ��� DW ���� VHH DOVR:25/' +($/7+ 25*�� VXSUD QRWH ��� DW ����
��� $GDP .DPUDGW�6FRWW� :+2¶V WR %ODPH" 7KH :RUOG +HDOWK 2UJDQL]DWLRQ DQG WKH ����

(EROD 2XWEUHDN LQ :HVW $IULFD� �� 7+,5':25/' 4� ���� ��� �������
��� *ROGIDUE� VXSUD QRWH ��� DW ����
��� 6WDWHPHQW WR WKH 5HVXPHG ��UG :RUOG +HDOWK $VVHPEO\ E\ WKH &KDLU RI WKH 5HYLHZ

&RPPLWWHH RQ WKH )XQFWLRQLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������ 'XULQJ WKH &29,'�
�� 5HVSRQVH� :25/' +($/7+ 25*� �1RY� �� ������ KWWSV���ZZZ�ZKR�LQW�QHZV�LWHP������������
VWDWHPHQW���UG�ZKD�FKDLU�RI�WKH�UHYLHZ�FRPPLWWHH�,+5�FRYLG����

��� ,G�� :25/' +($/7+ 25*�� VXSUD QRWH ���� VHH DOVR:25/' +($/7+ 25*�� VXSUD QRWH ���
DW � ���

��� 6HH :+2'LUHFWRU�*HQHUDO¶V 2SHQLQJ 5HPDUNV DW ���WK 6HVVLRQ RI WKH ([HFXWLYH %RDUG�
:25/' +($/7+ 25*� �-DQ� ��� ������ KWWSV���ZZZ�ZKR�LQW�GLUHFWRU�JHQHUDO�VSHHFKHV�GHWDLO�ZKR�
GLUHFWRU�JHQHUDO�V�RSHQLQJ�UHPDUNV�DW����WK�VHVVLRQ�RI�WKH�H[HFXWLYH�ERDUG�

��� -DPHV +RGJH� -U�� *OREDO /HJDO 7ULDJH LQ 5HVSRQVH WR WKH ���� +�1� 2XWEUHDN� �� 0LQQ�
-� /� 6FL� 	 7HFK� ���� ��� �������
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GRZQSOD\HG���� DV QRQ�ELQGLQJ GXWLHV PD\ DOVR KROG VRPH VZD\ RYHU6WDWHV���� WKH
XQLYHUVDO UHIXVDO E\ 6WDWHV 3DUWLHV WR IROORZ:+2¶V DGYLFH UDLVHV UHG IODJV DERXW
WKH UHJLPH
V HIIHFWLYHQHVV LQ FRRUGLQDWLQJ UHVSRQVHV WR LQWHUQDWLRQDO KHDOWK FULVHV�

%� +XPDQ 5LJKWV /DZ

,QWHUQDWLRQDO PRELOLW\ LV SURWHFWHG ZLWK PXFK PRUH LQWHQVLW\ DQG GHWDLO E\
KXPDQ ULJKWV ODZ� ZKHUH LW LV IUDPHG DV WKH ULJKW WR IUHHGRPRI PRYHPHQW� 7KLV
ULJKW LV OLQNHG WR WKH QRWLRQ RI LQGLYLGXDO VHOI �GHWHUPLQDWLRQ���� %DVHG RQ QDWXUDO
ODZ� LQWHUQDWLRQDO ODZ WKHRUHWLFLDQV KDYH ORQJ DVVHUWHG WKH H[LVWHQFH RI D MXV
LQWHUJHQV� D KXPDQ ULJKW WR WUDYHO���� %XW WKLV LGHD KDV RQO\ EHHQ IRUPDOO\
UHFRJQL]HG UHFHQWO\� 7KH ULJKW ZDV ILUVW HQVKULQHG LQ WKH 8QLYHUVDO 'HFODUDWLRQ RI
+XPDQ 5LJKWV RI ����� ZKLFK VWDWHV�

�� (YHU\RQH KDV WKH ULJKW WR IUHHGRP RI PRYHPHQW DQG
UHVLGHQFHZLWKLQ WKH ERUGHUV RI HDFK 6WDWH�

�� (YHU\RQH KDV WKH ULJKW WR OHDYH DQ\ FRXQWU\� LQFOXGLQJ KLV
RZQ� DQG WR UHWXUQ WR KLV FRXQWU\� ���

:KLOH WKH ILUVW SDUDJUDSK UHIHUV WR WKH GRPHVWLF GLPHQVLRQ� WKH VHFRQG
GHVFULEHV WKH FURVV�ERUGHU IDFHW RI IUHHGRP RI PRYHPHQW� 7KH ULJKW WR
WUDQVQDWLRQDO PRELOLW\ LV FKDUWHG EURDGO\� HQFRPSDVVLQJ GLIIHUHQW JURXSV²IURP
WRXULVWV WR PLJUDQWV� UHIXJHHV WR VWDWHOHVV SHUVRQV����

)UHHGRP RI PRYHPHQW� ERWK ZLWKLQ DQG DFURVV ERUGHUV� LV DOVR SURWHFWHG E\
WKH ,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV �,&&35�� $UWLFOH �� RI
ZKLFK SURFODLPV�

�� (YHU\RQH ODZIXOO\ ZLWKLQ WKH WHUULWRU\ RI D 6WDWH VKDOO�

��� /DZUHQFH *RVWLQ HW DO�� 7RZDUGV D )UDPHZRUN &RQYHQWLRQ RQ *OREDO +HDOWK� �� %8//�
:25/' +($/7+ 25*� ���� ��� �������

��� %XUNOH� VXSUD QRWH ��� DW ����
��� +DUYH\ 	 %DUQLGJH� VXSUD QRWH ��� DW ��
��� 6LHJIULHG :LHVVQHU� %OHVVHG %H WKH 7LHV 7KDW %LQG� 7KH 1H[XV %HWZHHQ 1DWLRQDOLW\ DQG

7HUULWRU\� �� 0,66� /�-� ���� ��� �������
��� 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV� 81,7(' 1$7,216 DW DUW� ���

KWWSV���ZZZ�XQ�RUJ�HQ�XQLYHUVDO�GHFODUDWLRQ�KXPDQ�ULJKWV� 6HH $WOH *UDKO�0DGVHQ� $UWLFOH ��� LQ
7+( 81,9(56$/ '(&/$5$7,21 2) +80$1 5,*+76� $ &200(17$5< ��� �$VEM¡UQ (LGH HW DO� HGV��
����� �FRPPHQWLQJ RQ $UWLFOH ���� 7KH 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV GRHV QRW KDYH
ELQGLQJ IRUFH EXW LV QRUPDOO\ DFNQRZOHGJHG DV FXVWRPDU\ LQWHUQDWLRQDO ODZ� 6HH +XUVW+DQQXP� 7KH
6WDWXV RI WKH 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV LQ 1DWLRQDO DQG ,QWHUQDWLRQDO /DZ �� *$� -�
,17¶/ 	 &203$5� /� ���� ��� ������� VHH DOVR ,OLDV %DQWHNDV 	 /XW] 2HWWH� ,17¶/ +80� 576� /� 	
35$&� �� ������ �GHVFULELQJ WKH OHJDO FRQVHTXHQFH RI D UXOH RI FXVWRPDU\ LQWHUQDWLRQDO ODZ��

��� 9HG 1DQGD� 7KH 5LJKW WR 0RYHPHQW DQG 7UDYHO $EURDG� 6RPH 2EVHUYDWLRQV RQ WKH 8�1�
'HOLEHUDWLRQV� � '(19(5 -� ,17¶/ /�	 32/¶< ���� ��� �������
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ZLWKLQ WKDW WHUULWRU\� KDYHWKH ULJKW WR OLEHUW\ RI PRYHPHQW
DQG IUHHGRP WR FKRRVH KLV UHVLGHQFH�

�� (YHU\RQH VKDOOEH IUHHWR OHDYH DQ\FRXQWU\� LQFOXGLQJKLV
RZQ�

� � �

�� 1R RQH VKDOO EH DUELWUDULO\ GHSULYHG RI WKH ULJKW WR HQWHU
KLV RZQ FRXQWU\����

7KH ULJKW WR IUHHGRPRI PRYHPHQW LV DOVR HQVKULQHG LQ PDQ\ XQLYHUVDO��� DQG
UHJLRQDO��� KXPDQ ULJKWV WUHDWLHV� ZKLFK DUJXH LQ IDYRU RI WKH ULJKW EHLQJ SDUW RI
JHQHUDO LQWHUQDWLRQDO ODZ���� 7KH UHIHUHQFH WR IUHHGRPRI PRYHPHQW DV D KXPDQ
ULJKW LV DOVR ZHOO HVWDEOLVKHG LQ GRFWULQDO ZULWLQJV���� 7KLV IUHHGRP KDV EHHQ

��� 2II� RI WKH +LJK &RPP¶U IRU +XP� 5WV�� ,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG 3ROLWLFDO
5LJKWV� 81,7(' 1$7,216 DW DUW� �� �0DU� ��� ������ KWWSV���ZZZ�RKFKU�RUJ�HQ�SURIHVVLRQDOLQWHUHVW�
SDJHV�FFSU�DVS[ >KHUHLQDIWHU ,&&35@� 6HH JHQHUDOO\ 6WLJ -DJHUVNLROG� 7KH )UHHGRP RI 0RYHPHQW� LQ
7+( ,17(51$7,21$/ %,// 2) 5,*+76� 7+( &29(1$1721 &,9,/ $1' 32/,7,&$/ 5,*+76 ���� ������
�/RXLV +HQNLQ HG�� ����� �GHVFULELQJ $UWLFOH ���� 7KH &RYHQDQW� LQ IRUFH VLQFH ����� LV ³SUREDEO\
WKH PRVW LPSRUWDQW KXPDQ ULJKWV WUHDW\ LQ WKH ZRUOG�´ 6$5$+ -26(3+ 	 0(/,66$ &$67$1� 7+(
,17(51$7,21$/ &29(1$1721 &,9,/ $1' 32/,7,&$/ 5,*+76�&$6(6�0$7(5,$/6� $1' &200(17$5<
� ��G HG� ������

��� $PRQJ XQLYHUVDO LQVWUXPHQWV� VHH 2II� RI WKH +LJK &RPP¶U IRU +XP� 5WV�� ,QWHUQDWLRQDO
&RQYHQWLRQ RQ WKH (OLPLQDWLRQ RI $OO )RUPV RI5DFLDO 'LVFULPLQDWLRQ� 81,7('1$7,216 DW DUW� ��G��LL�
�-DQ� �� ������ KWWSV���ZZZ�RKFKU�RUJ�(1�3URIHVVLRQDO,QWHUHVW�3DJHV�&(5'�DVS[� 2II� RI WKH +LJK
&RPP¶U IRU +XP� 5WV�� &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� 81,7(' 1$7,216 DW DUW� ����� �6HSW�
�� ������ KWWSV���ZZZ�RKFKU�RUJ�HQ�SURIHVVLRQDOLQWHUHVW�SDJHV�FUF�DVS[ >KHUHLQDIWHU &RQYHQWLRQ RQ
WKH 5LJKWV RI WKH &KLOG@� 2II� 2I WKH +LJK &RPP¶U IRU +XP� 5WV�� ,QWHUQDWLRQDO &RQYHQWLRQ RQ WKH
3URWHFWLRQ RI WKH 5LJKWV RI $OO 0LJUDQW :RUNHUV DQG 0HPEHUV RI 7KHLU )DPLOLHV � 81,7(' 1$7,216
DW DUW� � �'HF� ��� ������ KWWSV���ZZZ�RKFKU�RUJ�(1�3URIHVVLRQDO,QWHUHVW�3DJHV�&0:�DVS[
>KHUHLQDIWHU ,QWHUQDWLRQDO &RQYHQWLRQ RQ WKH 3URWHFWLRQ RI WKH 5LJKWV RI $OO 0LJUDQW :RUNHUV@�

��� $PRQJ UHJLRQDO LQVWUXPHQWV� VHH 3URWRFRO 1R� � WR WKH &RQYHQWLRQ IRU WKH 3URWHFWLRQ RI
+XPDQ 5LJKWV DQG )XQGDPHQWDO )UHHGRPV� &281&,/ 2) (85� DW DUW� � �6HSW� ��� ������
KWWSV���ZZZ�HFKU�FRH�LQW�'RFXPHQWV�/LEUDU\B&ROOHFWLRQB3�SRVW3��B(76���(B(1*�SGI�
(XURSHDQ 6RFLDO &KDUWHU� &281&,/ 2) (85� DW DUW� ����� �0D\ �� ������
KWWSV���UP�FRH�LQW�������FI��� $PHULFDQ &RQYHQWLRQ RQ +XPDQ 5LJKWV� ,17(5�$0� &200¶1 21
+80� 576� DW DUW� �� �1RY� ��� ������ KWWSV���ZZZ�FLGK�RDV�RUJ�EDVLFRV�HQJOLVK�EDVLF��DPHULFDQ
���FRQYHQWLRQ�KWP� $IULFDQ &KDUWHU RQ +XPDQ DQG 3HRSOHV¶ 5LJKWV� $)5� &200¶1 21 +80� 	
3(23/(6¶ 576� DW DUW� �� �2FW� ��� ������ KWWSV���ZZZ�DFKSU�RUJ�OHJDOLQVWUXPHQWV�GHWDLO"LG ��� $UDE
&KDUWHU RQ +XPDQ 5LJKWV� DUW� �� �0RKDPPHG $PLQ $O�0LGDQL 	 0DWKLOGH &DEDQHWWHV WUDQV���
KWWS���ZZZ�HRGV�HX�OLEUDU\�/$6B$UDE���&KDUWHU���RQ���+XPDQ���5LJKWVB����B(1�SGI�

��� )UDQFHVFD 'H 9LWWRU� 1DWLRQDOLW\ DQG )UHHGRP RI 0RYHPHQW� LQ 7+( &+$1*,1* 52/( 2)
1$7,21$/,7< ,1 ,17(51$7,21$/ /$: �� �6HUHQD )RUODWL 	 $OHVVDQGUD $QQRQL HGV�� ������

��� 6HH� H�J�� 5RVDO\Q +LJJLQV� 7KH 5LJKW LQ ,QWHUQDWLRQDO /DZ RI DQ ,QGLYLGXDO WR (QWHU� 6WD\
LQ DQG /HDYH D &RXQWU\� �� ,17¶/ $))6� ��� ������� -DQH 0F$GDP� $Q ,QWHOOHFWXDO +LVWRU\ RI
)UHHGRP RI 0RYHPHQW LQ ,QWHUQDWLRQDO /DZ� 7KH 5LJKW WR /HDYH DV D 3HUVRQDO /LEHUW\� ��
0(/%2851( -� ,17¶/ /� �� ������� 6RPH DXWKRUV SKUDVH LW DV D ³ULJKW WR WUDYHO�´ 6HH� H�J�� 1DQGD�
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GHSLFWHG DV D ³EDVLF´��� KXPDQ ULJKW DQG ³WKH ILUVW DQGPRVW IXQGDPHQWDO RI PDQ¶V
OLEHUWLHV�´���

2Q LWV FURVV�ERUGHU GLPHQVLRQ� IUHHGRP RI PRYHPHQW LV FRPSRVHG RI WZR
LQWHUGHSHQGHQW ULJKWV� WKH ULJKW WR OHDYH DQG WKH ULJKW WR UHWXUQ���� 7KH WZR IDFHWV
DUH FORVHO\ LQWHUUHODWHG� EXW WKH\ VDWLVI\ GLIIHUHQW QHHGV RU DVSLUDWLRQV� ,QGLYLGXDOV
PD\ ZDQW WR OHDYH WKHLU FRXQWU\ IRU WRXULVP� WR PLJUDWH� RU WR VHHN UHIXJH� ZKHUHDV
SHRSOH JRLQJ LQ WKH RSSRVLWH GLUHFWLRQ QRUPDOO\ ZLVK WR UHWXUQ ³KRPH�́ ���

�� 5LJKW WR /HDYH

*HQHUDO&RPPHQW1R� ��� LVVXHG E\ WKH+XPDQ 5LJKWV&RPPLWWHH LQ ��������
VKHGV OLJKW RQ WKH VFRSH RI WKH ULJKW WR OHDYH�

)UHHGRP WR OHDYH WKH WHUULWRU\ RI D 6WDWH PD\ QRW EH PDGH
GHSHQGHQW RQ DQ\ VSHFLILF SXUSRVH RU RQ WKH SHULRG RI WLPH WKH
LQGLYLGXDO FKRRVHV WR VWD\ RXWVLGH WKH FRXQWU\� 7KXV WUDYHOOLQJ
DEURDG LV FRYHUHG� DV ZHOO DV GHSDUWXUH IRU SHUPDQHQW HPLJUDWLRQ�
/LNHZLVH� WKH ULJKW RI WKH LQGLYLGXDO WR GHWHUPLQH WKH 6WDWH RI
GHVWLQDWLRQ LV SDUW RI WKH OHJDO JXDUDQWHH� $V WKH VFRSH RI >$@UWLFOH
��� SDUDJUDSK �� LV QRW UHVWULFWHG WR SHUVRQV ODZIXOO\ ZLWKLQ WKH
WHUULWRU\ RI D 6WDWH� DQ DOLHQ EHLQJ OHJDOO\ H[SHOOHG IURP WKH
FRXQWU\ LV OLNHZLVHHQWLWOHGWR HOHFW WKH 6WDWH RI GHVWLQDWLRQ� VXEMHFW
WR WKH DJUHHPHQW RI WKDW 6WDWH����

$OO LQGLYLGXDOV EHQHILW IURP WKH ULJKW WR OHDYH� ZKHWKHU WKH\ DUH FLWL]HQV�

VXSUD QRWH ���� DW ���� 7XUDFN� VXSUD QRWH ��� DW �� 5LFKDUG 6REHO� 7KH 5LJKW WR 7UDYHO DQG 3ULYDF\�
,QWHUVHFWLQJ )XQGDPHQWDO )UHHGRPV� �� -� 0$56+$// -� ,1)2� 7(&+� 	 35,9� /� ��� ������� 6FRWW�
VXSUD QRWH ��� 2QH DXWKRU WDONV DERXW D ³ULJKW WR PRYH�´ 7DPiV )ROGHVL� 7KH 5LJKW WR 0RYH DQG ,WV
$FKLOOHV¶ +HHO� WKH 5LJKW WR $V\OXP� � &211� -� ,17¶/ /� ��� �������

��� )UDQFLV *DERU� 5HIOHFWLRQV RQ WKH )UHHGRP RI 0RYHPHQW LQ /LJKW RI WKH 'LVPDQWOHG ,URQ
&XUWDLQ� �� 78/� /� 5(9� ���� ��� ������� 6DWYLQGHU -XVV� )UHH 0RYHPHQW DQG WKH :RUOG 2UGHU ��
,17¶/ -� 5()8*(( /� ���� ��� ������� &KULVWLDQ (QHPDUN� (EROD� 'LVHDVH�&RQWURO� DQG WKH 6HFXULW\
&RXQFLO� )URP 6HFXULWL]DWLRQ WR 6HFXULQJ &LUFXODWLRQ� � -� */2%� 6(&� 678'� ���� ��� �������

���0$85,&( &5$16721� :+$7$5( +80$1 5,*+76" �� �������
��� 9LQFHQW &KHWDLO� )UHHGRP RI 0RYHPHQW DQG 7UDQVQDWLRQDO 0LJUDWLRQV� $ +XPDQ 5LJKWV

3HUVSHFWLYH� LQ 0,*5$7,21 $1' ,17(51$7,21$/ /(*$/ 12506 ��� ��� �� �7� $OH[DQGHU $OHLQLNRII
	 9LQFHQW &KHWDLO HGV�� ������ 'H 9LWWRU� VXSUD QRWH ���� DW ���

��� .DWKOHHQ /DZDQG� 7KH 5LJKW WR 5HWXUQ RI 3DOHVWLQLDQV LQ ,QWHUQDWLRQDO /DZ� � ,17¶/ -�
5()8*(( /� ���� ��� �������

��� *HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI 0RYHPHQW�� +80� 576� &200��
KWWSV���ZZZ�UHIZRUOG�RUJ�GRFLG������F����KWPO� 7KH *HQHUDO &RPPHQW FDQ EH VDLG WR FRQVWLWXWH
³SHUVXDVLYH DXWKRULW\ RQ WKH IUHHGRP RI PRYHPHQW SURYLVLRQ RI WKH ,&&35�´ -HVVLFD /HDO� 6WDWHOHVV
ZLWK 1RZKHUH WR *R� $ 3URSRVDO IRU 5HYLVLRQ RI WKH 5LJKW RI 5HWXUQ $FFRUGLQJ WR WKH ,QWHUQDWLRQDO
&RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV� �� *(2�:$6+� ,17¶/ /� 5(9� ���� ��� �������

���+80� 576� &200�� VXSUD QRWH ���� DW � ��
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UHVLGHQWV� RU IRUHLJQHUV� HYHQLI WKH\ DUH LQ WKH FRXQWU\LOOHJDOO\���� 7KH ULJKW FRYHUV
WHPSRUDU\ YLVLWV DV ZHOO DV SHUPDQHQW OHDYH IRU HPLJUDWLRQ SXUSRVHV����

�� 5LJKW WR 5HWXUQ

7KH SHUVRQDO VFRSH RI DSSOLFDWLRQ RI WKH ULJKW WR UHWXUQ LV QDUURZHU� *HQHUDO
&RPPHQW �� VWDUWV E\ QRWLQJ WKDW ³>W@KH ULJKW RI D SHUVRQ WR HQWHU KLV RU KHU RZQ
FRXQWU\ UHFRJQL]HV WKH VSHFLDO UHODWLRQVKLS RI D SHUVRQ WR WKDW FRXQWU\�́ ��� 7KH
+XPDQ 5LJKWV &RPPLWWHH HPSKDVL]HV�

7KH ZRUGLQJ RI >$@UWLFOH ��� SDUDJUDSK �� GRHV QRW GLVWLQJXLVK
EHWZHHQ QDWLRQDOV DQG DOLHQV �³QRRQH´��7KXV� WKH SHUVRQVHQWLWOHG
WR H[HUFLVH WKLV ULJKW FDQ EH LGHQWLILHG RQO\ E\ LQWHUSUHWLQJ WKH
PHDQLQJ RI WKH SKUDVH ³KLV RZQ FRXQWU\�́ 7KH VFRSH RI ³KLV RZQ
FRXQWU\´ LV EURDGHU WKDQ WKH ³FRXQWU\ RI KLV QDWLRQDOLW\�́ ,W LV QRW
OLPLWHG WR QDWLRQDOLW\ LQ D IRUPDO VHQVH� WKDW LV� QDWLRQDOLW\
DFTXLUHG DW ELUWK RU E\ FRQIHUUDO� LW HPEUDFHV� DW WKH YHU\ OHDVW� DQ
LQGLYLGXDO ZKR� EHFDXVH RI KLV RU KHU VSHFLDO WLHV WR RU FODLPV LQ
UHODWLRQ WR D JLYHQ FRXQWU\� FDQQRW EH FRQVLGHUHG WR EH D PHUH
DOLHQ� 6LQFH RWKHU IDFWRUV PD\ LQ FHUWDLQ FLUFXPVWDQFHV UHVXOW LQ
WKH HVWDEOLVKPHQW RI FORVH DQG HQGXULQJ FRQQHFWLRQV EHWZHHQ D
SHUVRQ DQG D FRXQWU\� 6WDWHV SDUWLHV VKRXOG LQFOXGH LQ WKHLU UHSRUWV
LQIRUPDWLRQ RQ WKH ULJKWV RI SHUPDQHQW UHVLGHQWV WR UHWXUQ WR WKHLU
FRXQWU\ RI UHVLGHQFH����

7KH ,&&35 RQO\ JLYHV WKH ULJKW RI HQWU\ LQWR D FRXQWU\ WR SHUVRQVZKR ³KDYH
D VWURQJ DWWDFKPHQW WR WKDW FRXQWU\�´ IRU H[DPSOH� LWV QDWLRQDOV DQG UHVLGHQWV���� ,Q
WKHZRUGV RI RQH DXWKRU� LW LV ³LQQDWH LQ KXPDQQDWXUH WR \HDUQWR EH EDFNKRPH�́ ���

7KLV ³QDWXUDO GHVLUH IRU D EDVH RU D KRPHODQG´ KDV EHHQ VDLG WR GHPRQVWUDWH WKH
UDWLRQDO DVVRFLDWLRQ RI IUHHGRPRI PRYHPHQW ZLWK WKH ULJKW WR D QDWLRQDOLW\���� ,Q
WKLV VHQVH� WKH ULJKW WR UHWXUQ LV FORVHO\ FRQQHFWHGZLWK WKH FRQFHSWRI QDWLRQDOLW\����

��� -26(3+ 	 &$67$1� VXSUD QRWH ���� DW ���� &KHWDLO� VXSUD QRWH ���� DW ���
��� ,G�
���+80� 576� &200�� VXSUD QRWH ���� DW � ���
��� ,G� DW � ���
��� 6HH $QGUDå =LGDU� :+2 ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV DQG +XPDQ 5LJKWV� IURP

$OOXVLRQV WR ,QFOXVLRQ� �� ,17¶/ -� +80� 576� ���� ��� �������
��� '� 1VHURNR� 7KH 5LJKW WR 5HWXUQ +RPH� �� ,1',$1 -� ,17¶/ /� ���� ��� �������
��� 0DXULFH &UDQVWRQ� 7KH 3ROLWLFDO DQG 3KLORVRSKLFDO $VSHFWV RI WKH 5LJKW WR /HDYH DQG WR

5HWXUQ� LQ 7+( 5,*+7 72 /($9( $1' 72 5(7851� 3$3(56 $1' 5(&200(1'$7,216 2) 7+(
,17(51$7,21$/ &2//248,80+(/' ,1 8336$/$� 6:('(1� ����� -81( ���� DW ��� �� �.DUHO 9DVDN
	 6LGQH\ /LVNRIVN\ HGV�� ������

��� +LJJLQV� VXSUD QRWH ���� DW ���� /DZDQG� VXSUD QRWH ���� DW ����
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+RZHYHU� EHFDXVH WKH FRYHQDQW HPSOR\V EURDG ODQJXDJH �³KLV RZQ FRXQWU\´��
ZLWKRXW UHVWULFWLQJWKLV VFHQDULR WR D QDWLRQDOLW\ OLQN� LW LV IUHTXHQWO\DUJXHGWKDW WKH
SURYLVLRQ DOVR FRYHUV FDWHJRULHV VXFK DV ORQJ�WHUP �RU SHUPDQHQW� UHVLGHQWV����

�� 1R 5LJKW WR (QWHU D )RUHLJQ&RXQWU\

,PSRUWDQWO\� KXPDQ ULJKWV WUHDWLHV GR QRW JXDUDQWHH DQ XQIHWWHUHG ULJKW WR
DFFHVV D FRXQWU\ RWKHU WKDQ RQH¶V RZQ� ,Q RWKHU ZRUGV� WKHUH LV QR KXPDQ ULJKW WR
HQWHU D IRUHLJQ VWDWH���� 6WDWHV KDYH WKH VRYHUHLJQ SRZHU WR GHFLGH PDWWHUV
FRQFHUQLQJ WKHLU WHUULWRU\ DQG SRSXODWLRQ� LQFOXGLQJ ERUGHU VHFXULW\ DQGPLJUDWLRQ
SROLFLHV���� 7KH +XPDQ 5LJKWV &RPPLWWHH FRQILUPHG WKLV LQ ����� VWDWLQJ WKDW
³>W@KH >,&&35@ GRHV QRW UHFRJQL]H WKH ULJKW RI DOLHQV WR HQWHU RU UHVLGH LQ WKH
WHUULWRU\ RI D 6WDWH >3@DUW\� ,W LV LQ SULQFLSOH D PDWWHU IRU WKH 6WDWH WR GHFLGHZKR LW
ZLOO DGPLW WR LWV WHUULWRU\�´���

�� /LPLWDWLRQV DQG 'HURJDWLRQV

1DWXUDOO\� IUHHGRPRI PRYHPHQW LV QRW DQ DEVROXWH ULJKW DQG PD\ EH VXEMHFW
WR UHVWULFWLRQV EDVHG RQ WKH QHHG WR SXUVXH DQG SURWHFW RWKHU SXEOLF YDOXHV� ���
+XPDQ ULJKWV WUHDWLHV W\SLFDOO\ LQFOXGH WZR PHFKDQLVPV WKDW FDQ LQWHUIHUH ZLWK
KXPDQ ULJKWV� OLPLWDWLRQV DQG GHURJDWLRQV� 7KH SRVVLELOLW\ RI LPSRVLQJ OLPLWDWLRQV
UHVXOWV IURP WKH DFNQRZOHGJPHQW WKDWPRVWKXPDQ ULJKWV DUH QRWDEVROXWH DQGPXVW
EH ZHLJKHG DJDLQVW FROOHFWLYH LQWHUHVWV���� /LPLWDWLRQV VKRXOG QRW DIIHFW WKH ³FRUH
RI WKH ULJKW�´��� VWULNLQJ D EDODQFH EHWZHHQ WKH SURWHFWLRQ RI LQGLYLGXDO DQG

��� &KHWDLO� VXSUD QRWH ���� DW ��� -HUHPLH %UDFND� 3DVW WKH 3RLQW RI 1R�5HWXUQ" 7KH
3DOHVWLQLDQ 5LJKW RI 5HWXUQ LQ ,QWHUQDWLRQDO +XPDQ5LJKWV /DZ� � 0(/%2851( -� ,17¶/ /� ���� ����
��� ������� VHH DOVR +80� 576� &200�� VXSUD QRWH ���� DW � �� �³7KH ODQJXDJH RI >$@UWLFOH ���
SDUDJUDSK �� PRUHRYHU� SHUPLWV D EURDGHU LQWHUSUHWDWLRQ WKDW PLJKW HPEUDFH RWKHU FDWHJRULHV RI ORQJ�
WHUP UHVLGHQWV� LQFOXGLQJ EXW QRW OLPLWHG WR VWDWHOHVV SHUVRQV DUELWUDULO\ GHSULYHG RI WKH ULJKW WR DFTXLUH
WKH QDWLRQDOLW\ RI WKH FRXQWU\ RI VXFK UHVLGHQFH�´�� ,Q SULQFLSOH LW LV XS WR WKH LQGLYLGXDO WR SURYH WKDW
WKH 6WDWH LQ TXHVWLRQ LV ³KLV RZQ FRXQWU\�´ 6HH 7+( /$: $1' 35$&7,&( 2) (;38/6,21 $1'
(;&/86,21 )520 7+( 81,7(' .,1*'20 ����� �(ULF )ULSS HG�� ������

��� .DUO 'RHKULQJ� $OLHQV� $GPLVVLRQ� LQ (1&<&/23(',$ 2) 38%/,& ,17(51$7,21$/ /$: ���
�� ������� &KHWDLO� VXSUD QRWH ���� DW ��� 'H 9LWWRU� VXSUD QRWH ���� DW ��� +LJJLQV� VXSUD QRWH ����
DW ����

��� 'H 9LWWRU� VXSUD QRWH ���� DW ��� ����
��� *HQHUDO &RPPHQW 1R� ��� 7KH 3RVLWLRQ RI $OLHQV 8QGHU WKH &RYHQDQW� +80� 576� &200�

� �� KWWSV���ZZZ�UHIZRUOG�RUJ�SGILG������DFIF�SGI�
��� ,Q WKH ZRUGV RI 6LU +HUVFK /DXWHUSDFKW� ³>L@W LV D[LRPDWLF WKDW WKH QDWXUDO ULJKWV RI WKH

LQGLYLGXDO ILQG D QHFHVVDU\ OLPLW LQ WKH QDWXUDO ULJKWV RI RWKHU SHUVRQV�´ +HUVFK /DXWHUSDFKW�
,17(51$7,21$/ /$: $1' +80$1 5,*+76 ��� ��VW HG� ����� �������

��� 'RPLQLF 0F*ROGULFN� 7KH ,QWHUIDFH %HWZHHQ 3XEOLF (PHUJHQF\ 3RZHUV DQG ,QWHUQDWLRQDO
/DZ� � ,17¶/ -� &2167� /� ���� ��� �������

��� 7RHEHV� VXSUD QRWH ��� DW ����
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FRPPXQLW\ LQWHUHVWV���� 'HURJDWLRQV� RQ WKH RWKHU KDQG� UHVXOW LQ WKH FRPSOHWH
VXVSHQVLRQ RI WKH ULJKW���� :KLOH WKH ILUVW PHFKDQLVP FRPSUHVVHV WKH SURWHFWLRQ RI
VRPH KXPDQ ULJKWV� WKH VHFRQG WHPSRUDULO\ LQWHUUXSWV WKHLU HQMR\PHQW����

6SHFLILFDOO\ DSURSRV OLPLWDWLRQV WR IUHHGRP RI PRYHPHQW�$UWLFOH ����� RI WKH
FRYHQDQW SURYLGHV�

7KH DERYH�PHQWLRQHG ULJKWV VKDOOQRWEH VXEMHFW WR DQ\UHVWULFWLRQV
H[FHSW WKRVHZKLFK DUH SURYLGHG E\ ODZ� DUH QHFHVVDU\ WR SURWHFW
QDWLRQDO VHFXULW\� SXEOLF RUGHU �RUGUH SXEOLF�� SXEOLF KHDOWK RU
PRUDOV RU WKH ULJKWV DQG IUHHGRPV RI RWKHUV� DQG DUH FRQVLVWHQW
ZLWK WKH RWKHU ULJKWV UHFRJQL]HG LQ WKH SUHVHQW &RYHQDQW� ���

7KH ³DERYH�PHQWLRQHG´ ULJKWV DUH GRPHVWLF IUHHGRP RI PRYHPHQW DQG WKH
ULJKW WR OHDYH� :KLOH WKH ,&&35 VHHPV WR HVWDEOLVK D VWURQJ SUHVXPSWLRQ LQ IDYRU
RI IUHHGRP RI PRYHPHQW���� EDODQFLQJ LQGLYLGXDO ULJKWV ZLWK RWKHU VRFLHWDO
LPSHUDWLYHVPD\ VWLOO EH QHFHVVDU\� $ VHULRXV WKUHDW WR SXEOLF KHDOWKPD\ TXDOLI\
DV RQH VXFK FDVH� ,Q IDFW� LW PD\ EH QHFHVVDU\ WR FRQVWUDLQ WKH IUHHGRP RI
LQGLYLGXDOV LI WKDW LV QHFHVVDU\ WR DYRLG RU PLWLJDWH SRWHQWLDO GDPDJHV IRU RWKHU
SHUVRQV DQG WKH EURDGHU FRPPXQLW\���� ,Q WKH FDVH RI DQ HSLGHPLF� OLPLWDWLRQV PD\
EH JURXQGHG RQ WKH QHHG WR SURWHFW ERWK ³SXEOLF KHDOWK´ DQG ³WKH ULJKWV DQG
IUHHGRPV RI RWKHUV�´

*HQHUDO &RPPHQW 1R� �� RIIHUV VSHFLILF SDUDPHWHUV RQ WKH SHUPLVVLEOH
OLPLWDWLRQV RI WKH ULJKW WR IUHHGRPRI PRYHPHQW� 7KH *HQHUDO &RPPHQW VWDUWV E\
DIILUPLQJ WKDW ³>O@LEHUW\ RI PRYHPHQW LV DQ LQGLVSHQVDEOH FRQGLWLRQ IRU WKH IUHH
GHYHORSPHQW RI D SHUVRQ´ WKDW ³LQWHUDFWV ZLWK VHYHUDO RWKHU ULJKWV HQVKULQHG LQ WKH

��� 6SDGDUR� VXSUD QRWH ��� DW ����
��� 7RHEHV� VXSUD QRWH ��� DW ���� 6SDGDUR� VXSUD QRWH ��� DW ����
��� =LGDU� VXSUD QRWH ���� DW ����
��� ,&&35� VXSUD QRWH ���� DW DUW� ������ 2WKHU KXPDQ ULJKWV WUHDWLHV DOVR DOORZ IRU WKH

UHVWULFWLRQ RI WKH ULJKW WR IUHHGRP RI PRYHPHQW ZKHQ QHFHVVDU\ WR SURWHFW RWKHU LQWHUHVWV� LQFOXGLQJ
SXEOLF KHDOWK� 6HH &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� VXSUD QRWH ���� DW DUW� ������ ,QWHUQDWLRQDO
&RQYHQWLRQ RQ WKH 3URWHFWLRQ RI WKH 5LJKWV RI $OO 0LJUDQW :RUNHUV� VXSUD QRWH ���� DW DUW� �����
3URWRFRO 1R� � WR WKH &RQYHQWLRQ IRU WKH 3URWHFWLRQ RI +XPDQ 5LJKWV DQG )XQGDPHQWDO )UHHGRPV�
VXSUD QRWH ���� DW DUW� ����� $PHULFDQ &RQYHQWLRQ RQ +XPDQ 5LJKWV� VXSUD QRWH ���� DW DUW� ������
$IULFDQ &KDUWHU RQ +XPDQ DQG 3HRSOHV¶ 5LJKWV� VXSUD QRWH ���� DW DUW� ������ 7KH 8QLYHUVDO
'HFODUDWLRQ RI +XPDQ 5LJKWV PDNHV QR UHIHQFH WR SXEOLF KHDOWK DV D JURXQG IRU OLPLWDWLRQV� ³,Q WKH
H[HUFLVH RI KLV ULJKWV DQG IUHHGRPV� HYHU\RQH VKDOO EH VXEMHFW RQO\ WR VXFK OLPLWDWLRQV DV DUH
GHWHUPLQHG E\ ODZ VROHO\ IRU WKH SXUSRVH RI VHFXULQJ GXH UHFRJQLWLRQ DQG UHVSHFW IRU WKH ULJKWV DQG
IUHHGRPV RI RWKHUV DQG RI PHHWLQJ WKH MXVW UHTXLUHPHQWV RI PRUDOLW\� SXEOLF RUGHU DQG WKH JHQHUDO
ZHOIDUH LQ D GHPRFUDWLF VRFLHW\�´ 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV� VXSUD QRWH ���� DW DUW�
������

��� 6HH +8567 +$1180� 7+( 5,*+7 72 /($9( $1' 5(7851 ,1 ,17(51$7,21$/ /$: $1'
35$&7,&( �� �������

��� (QHPDUN� VXSUD QRWH ��� DW ���� 0HLHU� (YDQV 	 3KHODQ� VXSUD QRWH ��� DW ����
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&RYHQDQW�´��� ,PSRUWDQWO\� WKH +XPDQ5LJKWV &RPPLWWHH DGGHG�

7KH SHUPLVVLEOH OLPLWDWLRQV ZKLFK PD\ EH LPSRVHG RQ WKH ULJKWV
SURWHFWHG XQGHU >$@UWLFOH �� PXVW QRW QXOOLI\ WKH SULQFLSOH RI
OLEHUW\ RI PRYHPHQW� DQG DUH JRYHUQHG E\ WKH UHTXLUHPHQW RI
QHFHVVLW\ SURYLGHG IRU LQ >$@UWLFOH ��� SDUDJUDSK �� DQG E\ WKH
QHHG IRU FRQVLVWHQF\ ZLWK WKH RWKHU ULJKWV UHFRJQL]HG LQ WKH
&RYHQDQW����

,I 6WDWHV GHFLGH WR LPSRVH OLPLWV WR IUHHGRPRI PRYHPHQW� WKH\ QHHG WR HQVXUH
WKDW VXFK LQWHUYHQWLRQV FRQIRUP WR KXPDQ ULJKWV� 7KH 6LUDFXVD 3ULQFLSOHV RQ WKH
/LPLWDWLRQ DQG 'HURJDWLRQ 3URYLVLRQV LQ WKH ,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG
3ROLWLFDO5LJKWV �³6LUDFXVD 3ULQFLSOHV´� RIIHU XVHIXOJXLGDQFHLQ WKLV UHJDUG���� 7KLV
VHW RI VRIW ODZ UXOHVZDV GUDZQ XS E\ D JURXS RI WKLUW\�RQH H[SHUWV LQ LQWHUQDWLRQDO
ODZ DQG LV ³ZLGHO\ UHFRJQL]HG DV D OHJDO VWDQGDUG IRU PHDVXULQJ WKH YDOLGLW\ RI
OLPLWDWLRQV RQ KXPDQ ULJKWV�´��� 7KH 3ULQFLSOHV HVWDEOLVK VHYHUDO UHTXLUHPHQWV IRU
OLPLWDWLRQV WR EH ODZIXO�

:KHQHYHU D OLPLWDWLRQ LV UHTXLUHG LQ WKH WHUPV RI WKH &RYHQDQW WR
EH ³QHFHVVDU\�´ WKLV WHUP LPSOLHV WKDW WKH OLPLWDWLRQ�

D� LV EDVHG RQ RQH RI WKH JURXQGV MXVWLI\LQJ
OLPLWDWLRQV UHFRJQL]HG E\ WKH UHOHYDQW DUWLFOH RI
WKH &RYHQDQW�

E� UHVSRQGV WR D SUHVVLQJ SXEOLF RU VRFLDO QHHG�

F� SXUVXHV D OHJLWLPDWH DLP� DQG

��� *HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI 0RYHPHQW�� VXSUD QRWH ���� DW � �� 2QH
DXWKRU KDV HYHQ FODLPHG WKDW ³>W@KH ULJKW WR WUDYHO LV WKH EDVLV RI DOO RWKHU ULJKWV� VLQFH WKH\ GHSHQG
XSRQ IUHHGRP RI PRYHPHQW�´ 'DUUHQ 2¶%\UQH� 2Q 3DVVSRUWV DQG %RUGHU &RQWUROV� �� $11$/6
7285,60 56&+� ���� ��� �������

��� *HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI 0RYHPHQW�� VXSUD QRWH ���� DW � ��
��� 6LUDFXVD 3ULQFLSOHV RQ WKH /LPLWDWLRQ DQG 'HURJDWLRQ 3URYLVLRQV LQ WKH ,QWHUQDWLRQDO

&RYHQDQW RQ&LYLO DQG 3ROLWLFDO 5LJKWV� ,17¶/ &200¶1 -85,676 �$SU� ������ KWWSV���ZZZ�LFM�RUJ�ZS�
FRQWHQW�XSORDGV���������6LUDFXVD�SULQFLSOHV�,&&35�OHJDO�VXEPLVVLRQ������HQJ�SGI >KHUHLQDIWHU
6LUDFXVD 3ULQFLSOHV@�

��� /DZUHQFH *RVWLQ 	 %HQMDPLQ %HUNPDQ� 3DQGHPLF ,QIOXHQ]D� (WKLFV� /DZ� DQG WKH 3XEOLF¶V
+HDOWK� �� $'0,1� /� 5(9� ���� ��� ������� 7KH 3ULQFLSOHV DUH ³>Q@RQ�ELQGLQJ EXW DXWKRULWDWLYH�´
5RRMLQ +DELEL HW DO�� 7KH 6WHOOHQERVFK &RQVHQVXV RQ /HJDO 1DWLRQDO 5HVSRQVHV WR 3XEOLF +HDOWK
5LVNV� &ODULI\LQJ $UWLFOH �� RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� ,17¶/ 25*6� /� 5(9� �� �� ������
>KHUHLQDIWHU 6WHOOHQERVFK &RQVHQVXV@�
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G� LV SURSRUWLRQDWH WR WKDW DLP� ���

3URSRUWLRQDOLW\ LV NH\ WR WKLV EDODQFLQJ WHVW� LQYROYLQJ ³D GHOLFDWH HTXDWLRQ
HYDOXDWLQJWKH LPSRUWDQFH RI WKH VRFLDO DLP� WKH LPSRUWDQFH RI WKH ULJKWJXDUDQWHHG�
DQG WKH GHJUHH RI HQFURDFKPHQW�´��� 7KH 6LUDFXVD 3ULQFLSOHV DOVR FRQWDLQ D
SURYLVLRQ VSHFLILFDOO\ GHDOLQJZLWK OLPLWDWLRQV RI ULJKWV IRU SXEOLF KHDOWK UHDVRQV�
VWDWLQJ�

3XEOLF KHDOWK PD\ EH LQYRNHG DV D JURXQG IRU OLPLWLQJ FHUWDLQ
ULJKWV LQ RUGHU WR DOORZ D VWDWH WR WDNH PHDVXUHV GHDOLQJ ZLWK D
VHULRXV WKUHDW WR WKH KHDOWK RI WKH SRSXODWLRQ RU LQGLYLGXDO
PHPEHUV RI WKH SRSXODWLRQ� 7KHVHPHDVXUHVPXVW EH VSHFLILFDOO\
DLPHG DWSUHYHQWLQJGLVHDVH RU LQMXU\ RUSURYLGLQJFDUH IRU WKH VLFN
DQG LQMXUHG����

,QVWHDG RI EHLQJ OLPLWHG� WKH KXPDQ ULJKW WR IUHHGRP RI PRYHPHQW PD\ EH
GHURJDWHG� ,QGHHG� D SXEOLF KHDOWK FULVLV RI H[FHSWLRQDO VHYHULW\PD\ EH LQYRNHG DV
D UHDVRQ WR GHURJDWH IURP KXPDQ ULJKWV� 7KHUH LV D FRQWLQXXPEHWZHHQ WKH WZR
W\SHV RI PHDVXUHV� DQG VWDWHV VKRXOG RQO\ UHVRUW WR GHURJDWLRQVZKHQ OLPLWDWLRQV
DUH LQVXIILFLHQW���� 'HURJDWLRQV UHTXLUH D PRUH GHPDQGLQJ DVVHVVPHQW RI WKH
VHULRXVQHVV RI WKH WKUHDW WR SXEOLF LQWHUHVWV DQG LWV LPSOLFDWLRQV LQ SURWHFWLQJ RWKHU
KXPDQ ULJKWV����

'HURJDWLRQ FODXVHV RSHUDWH DV DQ HVFDSH YDOYH� DOORZLQJ 6WDWHV WR VXVSHQG
VRPH KXPDQ ULJKWV REOLJDWLRQV LQ H[WUHPH VFHQDULRV���� $UWLFOH � RI WKH ,&&35
SHUPLWV WKH GHURJDWLRQ RI RWKHUZLVH OHJDOO\ SURWHFWHG ULJKWV DV ORQJ DV VHYHUDO
UHTXLUHPHQWV DUHPHW�

�� ,Q WLPH RI SXEOLF HPHUJHQF\ZKLFK WKUHDWHQV WKH OLIH RI
WKH QDWLRQ DQG WKH H[LVWHQFH RI ZKLFK LV RIILFLDOO\
SURFODLPHG� WKH 6WDWHV 3DUWLHV WR WKH SUHVHQW &RYHQDQW
PD\ WDNH PHDVXUHV GHURJDWLQJ IURP WKHLU REOLJDWLRQV

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� )UpGpULF 0pJUHW� 1DWXUH RI 2EOLJDWLRQV� LQ ,17(51$7,21$/ +80$1 5,*+76 /$: ��� ���

�'DQLHO 0RHFNOL� 6DQJHHWD 6KDK 	 6DQGHVK 6LYDNXPDUDQ HGV�� ������
��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� 6SDGDUR� VXSUD QRWH ��� DW �������� 0F*ROGULFN� VXSUD QRWH ���� DW ����
��� =LGDU� VXSUD QRWH ���� DW ����
��� (PLOLH +DIQHU�%XUWRQ� /DXUHQFH +HOIHU 	 &KULVWRSKHU )DULVV� (PHUJHQF\ DQG (VFDSH�

([SODLQLQJ 'HURJDWLRQV IURP+XPDQ5LJKWV 7UHDWLHV� ��,17¶/ 25*� ���� ��� ������� *HQWLDQ =\EHUL�
6RPH 5HIOHFWLRQV RQ &RXQWHULQJ WKH &RYLG��� 3DQGHPLF� 0RYLQJ IURP (PHUJHQF\ WR WKH ³1HZ
1RUPDO´ :LWKRXW 7UDPSOLQJ RQ +XPDQ 5LJKWV"� ,17¶/ /� 2%6(59(5 �'HF� ��� ������
KWWSV���LQWHUQDWLRQDOODZREVHUYHU�HX�VRPH�UHIOHFWLRQV�RQ�FRXQWHULQJ�WKH�FRYLG����SDQGHPLF�
PRYLQJ�IURP�HPHUJHQF\�WR�WKH�QHZ�QRUPDO�ZLWKRXW�WUDPSOLQJ�RQ�KXPDQ�ULJKWV�
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XQGHU WKH SUHVHQW &RYHQDQW WR WKH H[WHQW VWULFWO\ UHTXLUHG
E\ WKH H[LJHQFLHV RI WKH VLWXDWLRQ� SURYLGHG WKDW VXFK
PHDVXUHV DUH QRW LQFRQVLVWHQW ZLWK WKHLU RWKHU REOLJDWLRQV
XQGHU LQWHUQDWLRQDO ODZ DQG GR QRW LQYROYH GLVFULPLQDWLRQ
VROHO\ RQ WKH JURXQG RI UDFH� FRORXU� VH[� ODQJXDJH�
UHOLJLRQ RU VRFLDO RULJLQ�

�� 1R GHURJDWLRQ IURP>$@UWLFOHV�� �� � �SDUDJUDSKV , DQG ���
��� ��� ��� DQG �� PD\ EH PDGH XQGHU WKLV SURYLVLRQ� ���

$UWLFOH ���� RI WKH ,&&35 UHTXLUHV D ³SXEOLF HPHUJHQF\ ZKLFK WKUHDWHQV WKH
OLIH RI WKH QDWLRQ´ IRU ULJKWV WR EH GHURJDWHG���� 7KH FRQFHSW RI ³SXEOLF HPHUJHQF\´
LV YHU\ EURDG DQG LQFOXGHV SXEOLF KHDOWK HPHUJHQFLHV� DV ORQJ DV LW PHHWV DOO RWKHU
FULWHULD²WKDW LV� WKDW LW UHSUHVHQWV ³D GLUHFW� H[FHSWLRQDO DQG DFWXDO RU LPPLQHQW
WKUHDW WR WKH OLIH RI WKH QDWLRQ�´���:KHQ LV WKLV WKH FDVH" ,Q WKHZRUGV RI WKH+XPDQ
5LJKWV &RPPLWWHH� ³>Q@RW HYHU\ GLVWXUEDQFH RU FDWDVWURSKH TXDOLILHV DV D SXEOLF
HPHUJHQF\ZKLFK WKUHDWHQV WKH OLIH RI WKH QDWLRQ�´��� $QG LW DGGV�

,I 6WDWHV SXUSRUW WR LQYRNH WKH ULJKW WR GHURJDWH IURP WKH&RYHQDQW
GXULQJ� IRU LQVWDQFH� D QDWXUDO FDWDVWURSKH� D PDVV GHPRQVWUDWLRQ
LQFOXGLQJ LQVWDQFHV RI YLROHQFH� RU D PDMRU LQGXVWULDO DFFLGHQW�
WKH\ PXVW EH DEOH WR MXVWLI\ QRW RQO\ WKDW VXFK D VLWXDWLRQ
FRQVWLWXWHV D WKUHDW WR WKH OLIH RI WKH QDWLRQ� EXW DOVR WKDW DOO WKHLU
PHDVXUHV GHURJDWLQJ IURP WKH &RYHQDQW DUH VWULFWO\ UHTXLUHG E\
WKH H[LJHQFLHV RI WKH VLWXDWLRQ� ,Q WKH RSLQLRQ RI WKH &RPPLWWHH�
WKH SRVVLELOLW\ RI UHVWULFWLQJ FHUWDLQ &RYHQDQW ULJKWV XQGHU WKH
WHUPV RI� IRU LQVWDQFH� IUHHGRP RI PRYHPHQW �>$@UWLFOH ��� RU
IUHHGRP RI DVVHPEO\ �>$@UWLFOH ��� LV JHQHUDOO\ VXIILFLHQW GXULQJ
VXFK VLWXDWLRQV DQG QR GHURJDWLRQ IURP WKH SURYLVLRQV LQ TXHVWLRQ

��� ,&&35� VXSUD QRWH ���� DW DUW� ��
��� ,G�
��� =LGDU� VXSUD QRWH ���� DW ����
��� *HQHUDO &RPPHQW 1R� ��� 'HURJDWLRQV 'XULQJ D 6WDWH RI (PHUJHQF\� +80� 576� &200�

� �� KWWSV���ZZZ�UHIZRUOG�RUJ�GRFLG�������IG�I�KWPO� $FFRUGLQJ WR WKH 6LUDFXVD 3ULQFLSOHV� ³>D@
VWDWH SDUW\ PD\ WDNH PHDVXUHV GHURJDWLQJ IURP LWV REOLJDWLRQV XQGHU WKH ,QWHUQDWLRQDO &RYHQDQW RQ
&LYLO DQG 3ROLWLFDO 5LJKWV SXUVXDQW WR $UWLFOH � � � � RQO\ ZKHQ IDFHG ZLWK D VLWXDWLRQ RI H[FHSWLRQDO
DQG DFWXDO RU LPPLQHQW GDQJHU ZKLFK WKUHDWHQV WKH OLIH RI WKH QDWLRQ� $ WKUHDW WR WKH OLIH RI WKH QDWLRQ
LV RQH WKDW� �D� DIIHFWV WKH ZKROH RI WKH SRSXODWLRQ DQG HLWKHU WKH ZKROH RU SDUW RI WKH WHUULWRU\ RI WKH
VWDWH� DQG �E� WKUHDWHQV WKH SK\VLFDO LQWHJULW\ RI WKH SRSXODWLRQ� WKH SROLWLFDO LQGHSHQGHQFH RU WKH
WHUULWRULDO LQWHJULW\ RI WKH VWDWH RU WKH H[LVWHQFH RU EDVLF IXQFWLRQLQJ RI LQVWLWXWLRQV LQGLVSHQVDEOH WR
HQVXUH DQG SURWHFW WKH ULJKWV UHFRJQL]HG LQ WKH &RYHQDQW�´ 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW
� ���
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ZRXOG EH MXVWLILHG E\ WKH H[LJHQFLHV RI WKH VLWXDWLRQ����

(YHQ WKRXJK WKH&RPPLWWHHGRHVQRWH[SUHVVO\ UHIHU WR WKH FDVH RISDQGHPLFV�
LWV FRQVLGHUDWLRQV VHHP WR DSSO\ LQ VXFK LQVWDQFHV���� 7KH FRQFHSW RI 3+(,&� DV
GHILQHG LQ WKH ,+5� LV SDUWLFXODUO\ KHOSIXO LQ WKLV UHJDUG� ³>$@Q H[WUDRUGLQDU\ HYHQW
ZKLFK LV GHWHUPLQHG� DV SURYLGHG LQ WKHVH 5HJXODWLRQV� �L� WR FRQVWLWXWH D SXEOLF
KHDOWK ULVN WR RWKHU 6WDWHV WKURXJK WKH LQWHUQDWLRQDO VSUHDG RI GLVHDVH DQG �LL� WR
SRWHQWLDOO\ UHTXLUH D FRRUGLQDWHG LQWHUQDWLRQDO UHVSRQVH�́ ��� $FFRUGLQJ WR :+2�
³>W@KLV GHILQLWLRQ LPSOLHV D VLWXDWLRQ WKDW� LV VHULRXV� XQXVXDO RU XQH[SHFWHG� FDUULHV
LPSOLFDWLRQV IRU SXEOLF KHDOWKEH\RQG WKH DIIHFWHG6WDWH¶V QDWLRQDOERUGHU� DQGPD\
UHTXLUH LPPHGLDWH LQWHUQDWLRQDO DFWLRQ�́ ��� 7KXV� D 3+(,& PD\ DPRXQW WR D SXEOLF
HPHUJHQF\ IRU VWDWHV XQGHU$UWLFOH � RI WKH ,&&35����

'XH WR LWV VHYHUH LPSDFW²\HW WR EH IXOO\ GHWHUPLQHG²WKH &29,'���
SDQGHPLF LV OLNHO\ RQH RI WKRVH FLUFXPVWDQFHV ZKHUH WKH ³OLIH RI WKH QDWLRQ LV DW
VWDNH�´ DQG VR WKH GHURJDWLRQ RI FHUWDLQ KXPDQ ULJKWV PD\ EH MXVWLILHG���� 7KHUH
DUH� KRZHYHU� LPSRUWDQW VDIHJXDUGV DQG UHTXLUHPHQWV WR WKH GHURJDWLRQ RI KXPDQ
ULJKWV�ZKLFK DUH EDVHGRQ WKH SULQFLSOHV RI OHJDOLW\ DQG WKH UXOHRI ODZ���� $V VWDWHG
LQ WKH 6LUDFXVD 3ULQFLSOHV� GHURJDWLRQ ³LV QRW H[HUFLVHG LQ D OHJDO YDFXXP� ,W LV
DXWKRUL]HG E\ ODZ� DQG DV VXFK� LW LV VXEMHFW WR VHYHUDO OHJDO SULQFLSOHV RI JHQHUDO
DSSOLFDWLRQ�´��� 7KH 3ULQFLSOHV DOVR DGG WKDW SURYLVLRQV DOORZLQJ IRU FHUWDLQ
GHURJDWLRQV LQ D SXEOLF HPHUJHQF\ DUH WR EH LQWHUSUHWHG UHVWULFWLYHO\����

,W VKRXOG EH QRWHG WKDW WKH ULJKW WR UHWXUQ LV QRW ERXQG E\ WKH UHVWULFWLRQV
FRQWDLQHG LQ $UWLFOH ����� RI WKH ,&&35� EDVHG RQ WKH QHHG WR SURWHFW QDWLRQDO
VHFXULW\� SXEOLF RUGHU �RUGUH SXEOLF�� SXEOLF KHDOWK RU PRUDOV� RU WKH ULJKWV DQG
IUHHGRPV RI RWKHUV� DV LW LV QRW RQH RI WKH ³DERYH�PHQWLRQHG ULJKWV�´��� $UWLFOH

��� *HQHUDO &RPPHQW 1R� ��� 'HURJDWLRQV 'XULQJ D 6WDWH RI (PHUJHQF\� VXSUD QRWH ���� DW
� ��

��� 6SDGDUR� VXSUD QRWH ��� DW ����
��� ,+5� VXSUD QRWH �� DW DUW� �����
��� ,+5 3URFHGXUHV &RQFHUQLQJ 3XEOLF +HDOWK (PHUJHQFLHV RI ,QWHUQDWLRQDO &RQFHUQ

�3+(,&�� :25/' +($/7+ 25*�� KWWSV���ZZZ�ZKR�LQW�LKU�UHYLVHGBDQQH[�BJXLGDQFH�SGI�
��� =LGDU� VXSUD QRWH ���� DW ����
��� 6SDGDUR� VXSUD QRWH ��� DW ���� $OWHD 5RVVL� &29,'���� 7KH µ)LQH %DODQFH¶ XQGHU +XPDQ

5LJKWV /DZ� *(1(9$ &75� )25 6(&� 32/¶< �$SU� ��� ������ KWWSV���ZZZ�JFVS�FK�JOREDO�
LQVLJKWV�FRYLG����ILQH�EDODQFH�XQGHU�KXPDQ�ULJKWV�ODZ� $XGUH\ /HEUHW� &29,'��� 3DQGHPLF DQG
'HURJDWLRQ WR +XPDQ5LJKWV� � -� /� 	 %,26&,(1&(6 �� � �������

��� *HQHUDO &RPPHQW 1R� ��� 'HURJDWLRQV 'XULQJ D 6WDWH RI (PHUJHQF\� VXSUD QRWH ���� DW
� ���

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� ,G� DW � ���
��� %DUEDUD YRQ 7LJHUVWURP� 7KH 5HYLVHG ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV DQG 5HVWUDLQW RI

1DWLRQDO +HDOWK 0HDVXUHV� �� +($/7+ /�-� ��� �� Q���� ������� %UDFND� VXSUD QRWH ���� DW ����
/HDO� VXSUD QRWH ���� DW ���� -RKQ4XLJOH\� 'LVSODFHG 3DOHVWLQLDQV DQG D 5LJKW RI 5HWXUQ� �� +$59�
,17¶/ /�-� ���� ������ ������� (ULF 5LFKDUGVRQ 	 &ROOHHQ 'HYLQH� (PHUJHQFLHV (QG (YHQWXDOO\�
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����� RQO\ VWDWHV WKDW ³>Q@R RQH VKDOO EH DUELWUDULO\ GHSULYHG RI WKH ULJKW WR HQWHU KLV
RZQ FRXQWU\�́ 7KH+XPDQ5LJKWV &RPPLWWHH FODULILHV�

,Q QR FDVHPD\ D SHUVRQEH DUELWUDULO\GHSULYHG RI WKH ULJKW WR HQWHU
KLV RU KHU RZQ FRXQWU\� 7KH UHIHUHQFH WR WKH FRQFHSW RI
DUELWUDULQHVV LQ WKLV FRQWH[W LV LQWHQGHGWR HPSKDVLVHWKDW LW DSSOLHV
WR DOO 6WDWH DFWLRQ� OHJLVODWLYH� DGPLQLVWUDWLYH DQG MXGLFLDO� LW
JXDUDQWHHV WKDW HYHQ LQWHUIHUHQFH SURYLGHG IRU E\ ODZ VKRXOG EH LQ
DFFRUGDQFH ZLWK WKH SURYLVLRQV� DLPV DQG REMHFWLYHV RI WKH
&RYHQDQW DQG VKRXOG EH� LQ DQ\ HYHQW� UHDVRQDEOH LQ WKH SDUWLFXODU
FLUFXPVWDQFHV� 7KH&RPPLWWHHFRQVLGHUV WKDW WKHUH DUHIHZ� LI DQ\�
FLUFXPVWDQFHV LQZKLFK GHSULYDWLRQ RI WKH ULJKW WR HQWHU RQH¶V RZQ
FRXQWU\ FRXOG EH UHDVRQDEOH����

7KH ULJKW WR UHWXUQ �MXVW OLNH WKH ULJKW WR OHDYH� PD\ EH GHURJDWHG DV ORQJ DV
WKH UHTXLUHPHQWV VHW LQ $UWLFOH ���� RI WKH ,&&35 DUH PHW� 7KH DVVHVVPHQW RI
ZKHWKHU WKH FLUFXPVWDQFHV UHTXLUH GHURJDWLRQ IURP D FHUWDLQ ULJKW LV VXEMHFW WR WKH
SULQFLSOH RI VWULFW SURSRUWLRQDOLW\�$FFRUGLQJ WR *HQHUDO &RPPHQW 1R� ���

$ IXQGDPHQWDO UHTXLUHPHQW IRU DQ\ PHDVXUHV GHURJDWLQJ IURP WKH
&RYHQDQW� DV VHW IRUWK LQ >$@UWLFOH �� SDUDJUDSK �� LV WKDW VXFK
PHDVXUHV DUH OLPLWHG WR WKH H[WHQW VWULFWO\ UHTXLUHG E\ WKH
H[LJHQFLHV RI WKH VLWXDWLRQ� 7KLV UHTXLUHPHQW UHODWHV WR WKH
GXUDWLRQ� JHRJUDSKLFDO FRYHUDJH>�@ DQGPDWHULDO VFRSH RI WKH VWDWH
RI HPHUJHQF\ DQG DQ\PHDVXUHV RI GHURJDWLRQ UHVRUWHG WR EHFDXVH
RI WKH HPHUJHQF\� 'HURJDWLRQ IURP VRPH &RYHQDQW REOLJDWLRQV LQ
HPHUJHQF\ VLWXDWLRQV LV FOHDUO\ GLVWLQFW IURP UHVWULFWLRQV RU
OLPLWDWLRQV DOORZHG HYHQ LQ QRUPDO WLPHV XQGHU VHYHUDO SURYLVLRQV
RI WKH &RYHQDQW� 1HYHUWKHOHVV� WKH REOLJDWLRQ WR OLPLW DQ\
GHURJDWLRQV WR WKRVH VWULFWO\ UHTXLUHG E\ WKH H[LJHQFLHV RI WKH
VLWXDWLRQ UHIOHFWV WKHSULQFLSOHRI SURSRUWLRQDOLW\ZKLFKLV FRPPRQ
WR GHURJDWLRQ DQG OLPLWDWLRQ SRZHUV� 0RUHRYHU� WKH PHUH IDFW WKDW
D SHUPLVVLEOH GHURJDWLRQ IURP D VSHFLILF SURYLVLRQ PD\� RI LWVHOI�
EH MXVWLILHG E\ WKH H[LJHQFLHV RI WKH VLWXDWLRQ GRHV QRW REYLDWH WKH

+RZ WR %HWWHU $QDO\]H +XPDQ 5LJKWV 5HVWULFWLRQV 6SDUNHG E\ WKH &29,'��� 3DQGHPLF 8QGHU WKH
,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV� 0,&+� -� ,17¶/ /� �� �� �������

���*HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI 0RYHPHQW�� VXSUD QRWH ���� DW � ��� 6WLOO�
WKH WHUP ³DUELWUDULO\´ PD\ LPSO\ VRPH OLPLWV WR WKH H[HUFLVH RI WKH ULJKW� &KHWDLO� VXSUD QRWH ���� DW
��� -DJHUVNLROG� VXSUD QRWH ���� DW ���� 6WDWHV¶ SUDFWLFH UHPDLQV UHODWLYHO\ VSDUVH ZLWK UHJDUG WR WKH
FRQFUHWH VWDQGDUGV IRU DVVHVVLQJ DUELWUDULQHVV� &KHWDLO� VXSUD QRWH ���� DW ��� 0RUHRYHU� DOO RI WKH
RWKHU LQWHUQDWLRQDO LQVWUXPHQWV GR QRW UHIHU WR WKH WHUP ³DUELWUDULO\´ DQG JXDUDQWHH DQ XQUHVWULFWHG
ULJKW WR UHWXUQ� ,G�
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UHTXLUHPHQW WKDW VSHFLILF PHDVXUHV WDNHQ SXUVXDQW WR WKH
GHURJDWLRQ PXVW DOVR EH VKRZQ WR EH UHTXLUHG E\ WKH H[LJHQFLHV RI
WKH VLWXDWLRQ� ,Q SUDFWLFH� WKLV ZLOO HQVXUH WKDW QR SURYLVLRQ RI WKH
&RYHQDQW� KRZHYHU YDOLGO\ GHURJDWHG IURP ZLOO EH HQWLUHO\
LQDSSOLFDEOH WR WKH EHKDYLRXURI D 6WDWH >3@DUW\�:KHQ FRQVLGHULQJ
6WDWHV SDUWLHV¶ UHSRUWV WKH &RPPLWWHH KDV H[SUHVVHG LWV FRQFHUQ
RYHU LQVXIILFLHQW DWWHQWLRQ EHLQJ SDLG WR WKH SULQFLSOH RI
SURSRUWLRQDOLW\� ���

7KH 6LUDFXVD 3ULQFLSOHV RIIHU YDOXDEOH JXLGDQFH ZKHQ GHVLJQLQJ DQG
LPSOHPHQWLQJ GHURJDWRU\ PHDVXUHV�

��� 7KH VHYHULW\� GXUDWLRQ� DQG JHRJUDSKLF VFRSH RI DQ\
GHURJDWLRQ PHDVXUH VKDOO EH VXFK RQO\ DV DUH VWULFWO\
QHFHVVDU\ WR GHDO ZLWK WKH WKUHDW WR WKH OLIH RI WKH QDWLRQ
DQG DUH SURSRUWLRQDWH WR LWV QDWXUH DQG H[WHQW�

��� 7KH FRPSHWHQW QDWLRQDO DXWKRULWLHV VKDOO EH XQGHU D GXW\
WR DVVHVV LQGLYLGXDOO\ WKH QHFHVVLW\ RI DQ\ GHURJDWLRQ
PHDVXUH WDNHQ RU SURSRVHG WR GHDO ZLWK WKH VSHFLILF
GDQJHUV SRVHG E\ WKH HPHUJHQF\�

��� $ PHDVXUH LV QRW VWULFWO\ UHTXLUHG E\ WKH H[LJHQFLHV RI WKH
VLWXDWLRQ ZKHUH RUGLQDU\PHDVXUHV SHUPLVVLEOH XQGHU WKH
VSHFLILF OLPLWDWLRQV FODXVHV RI WKH &RYHQDQW ZRXOG EH
DGHTXDWH WR GHDO ZLWK WKH WKUHDW WR WKH OLIH RI WKH QDWLRQ�

��� 7KH SULQFLSOH RI VWULFW QHFHVVLW\ VKDOO EH DSSOLHG LQ DQ
REMHFWLYH PDQQHU� (DFK PHDVXUH VKDOO EH GLUHFWHG WR DQ
DFWXDO� FOHDU� SUHVHQW� RU LPPLQHQW GDQJHU DQG PD\ QRW EH
LPSRVHG PHUHO\ EHFDXVH RI DQ DSSUHKHQVLRQ RI SRWHQWLDO
GDQJHU�

��� 7KH QDWLRQDO FRQVWLWXWLRQ DQG ODZV JRYHUQLQJ VWDWHV RI
HPHUJHQF\ VKDOO SURYLGH IRU SURPSW DQG SHULRGLF
LQGHSHQGHQW UHYLHZE\ WKH OHJLVODWXUH RI WKH QHFHVVLW\ IRU
GHURJDWLRQ PHDVXUHV�

��� (IIHFWLYH UHPHGLHV VKDOO EH DYDLODEOH WR SHUVRQV FODLPLQJ
WKDW GHURJDWLRQ PHDVXUHV DIIHFWLQJ WKHP DUH QRW VWULFWO\

��� *HQHUDO &RPPHQW 1R� ��� 'HURJDWLRQV 'XULQJ D 6WDWH RI (PHUJHQF\� VXSUD QRWH ���� DW
� ��
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UHTXLUHG E\ WKH H[LJHQFLHV RI WKH VLWXDWLRQ�

��� ,Q GHWHUPLQLQJ ZKHWKHU GHURJDWLRQPHDVXUHV DUH VWULFWO\
UHTXLUHG E\ WKH H[LJHQFLHV RI WKH VLWXDWLRQ WKH MXGJPHQW
RI WKH QDWLRQDO DXWKRULWLHV FDQQRW EH DFFHSWHG DV
FRQFOXVLYH����

7KH ,&&35 PDNHV FOHDU WKDW IUHHGRP RI PRYHPHQW PD\ EH OLPLWHG RU HYHQ
VXSSUHVVHG IRU SXEOLF KHDOWK UHDVRQV� 7R EH ODZIXO� OLPLWDWLRQV DQG GHURJDWLRQV
QHHG WR FRPSO\ ZLWK WKH VDIHJXDUGV DQG UHTXLUHPHQWV FRQWDLQHG LQ WKH ,&&35� RQ
ZKLFK WKH 6LUDFXVD 3ULQFLSOHVPHWLFXORXVO\VKHGOLJKW�'HURJDWLRQV DUH SDUWLFXODUO\
GDQJHURXVPRPHQWV IRU KXPDQ ULJKWV SURWHFWLRQ DQG VKRXOG LQYLWH FORVH VFUXWLQ\�
$FFRUGLQJ WR WKH 3ULQFLSOHV� GHURJDWLRQ LV ³DQ DXWKRUL]HG DQG OLPLWHG SUHURJDWLYH
LQ RUGHU WR UHVSRQG DGHTXDWHO\ WR D WKUHDW WR WKH OLIH RI WKH QDWLRQ´ WKDW WKH
GHURJDWLQJ VWDWH KDV WKH EXUGHQ RI MXVWLI\LQJ XQGHU WKH ODZ���� $ SURFODPDWLRQ RI D
SXEOLF HPHUJHQF\� DQG WKH LPSRVLWLRQ RI GHURJDWLRQV� VKRXOG EH PDGH LQ JRRG
IDLWK� RWKHUZLVH� LW TXDOLILHV DV D YLRODWLRQ RI LQWHUQDWLRQDO ODZ����

7KLV $UWLFOH GRHV QRW TXHVWLRQ WKH JRRG IDLWK RI VWDWHV FRQIURQWHGZLWK D ³RQFH
LQ D FHQWXU\ SDQGHPLF�´��� :KLOH VRPH JRYHUQPHQWV KDYH OLNHQHG WKH SDQGHPLF WR
D ZDU� WKH ODZIXOQHVV RI OLPLWDWLRQV DQG GHURJDWLRQV VKRXOG QRW EH DXWRPDWLFDOO\
DVVXPHG� 7KLV DVVHVVPHQW VKRXOG EH EDVHG RQ UHVSHFW IRU WKH FRQGLWLRQV DQG
UHTXLUHPHQWV ODLG GRZQ LQ WKH ,&&35� 3DUW ,, DSSOLHV WKH FDQRQV RI OHJDOLW\�
QHFHVVLW\� SURSRUWLRQDOLW\�DQG QRQ�GLVFULPLQDWLRQWR WUDYHOEDQV VR DV WR GHWHUPLQH
ZKHWKHU WKH\ FRPSO\ ZLWK LQWHUQDWLRQDO ODZ�

,,� 7+( �81�/$:)8/1(662) 75$9(/ %$16

$V GHVFULEHG LQ 3DUW ,� ERWK WKH ,+5 DQG WKH ,&&35 UHFRJQL]H WKDW LQ VRPH
VLWXDWLRQV� LW PD\ EH QHFHVVDU\ WR FRQVWUDLQ WKH �LQWHUQDWLRQDO� IUHHGRP RI
PRYHPHQW RI LQGLYLGXDOV WR SURWHFW SXEOLF KHDOWK� 7KH IDFW WKDW :+2 QHYHU
UHFRPPHQGHG �DW OHDVW H[SOLFLWO\� WKH LPSOHPHQWDWLRQ RI WUDYHO EDQV GRHV QRW
DXWRPDWLFDOO\ UHQGHU WKHVH PHDVXUHV LOOHJDO XQGHU WKH ,+5 VR ORQJ DV WKH
UHTXLUHPHQWV RI $UWLFOH �� DUH UHVSHFWHG� :KHQ LPSOHPHQWLQJ DGGLWLRQDO KHDOWK
PHDVXUHV� VWDWHV VKRXOG EHDU LQ PLQG WKH LPSRUWDQW FRQQHFWLRQV EHWZHHQ WKH ,+5
DQG KXPDQ ULJKWV� QDPHO\� WKH IDFW WKDW VXFK PHDVXUHV PD\ UHVXOW LQ WKH
LQWURGXFWLRQ RI OLPLWDWLRQ WR RU RI GHURJDWLRQV IURP WKH KXPDQ ULJKW WR IUHHGRPRI

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW �� ������
��� ,G� DW � ���
��� ,G� DW � ���
��� %LOO *DWHV� 5HVSRQGLQJ WR &RYLG���²$ 2QFH�LQ�D�&HQWXU\ 3DQGHPLF"� ��� 1(: (1*� -�

0('� ���� �������
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PRYHPHQW����
5HIHUHQFHV WR KXPDQ ULJKWV SULQFLSOHV� LQFOXGLQJ WKH ³SURWHFWLRQ RI WKH KXPDQ

ULJKWV RI SHUVRQV DQG WUDYHOHUV�´ZHUH H[SOLFLWO\ LQFRUSRUDWHG LQ WKH ,+5 IRU WKH
ILUVW WLPH LQ �������� 7KH EDVLF SULQFLSOHV DUH VWDWHG DV IROORZV�

�� 7KH LPSOHPHQWDWLRQ RI WKHVH 5HJXODWLRQV VKDOO EH ZLWK IXOO
UHVSHFW IRU WKH GLJQLW\� KXPDQ ULJKWV DQG IXQGDPHQWDO
IUHHGRPV RI SHUVRQV�

�� 7KH LPSOHPHQWDWLRQ RI WKHVH 5HJXODWLRQV VKDOO EH JXLGHG E\
WKH &KDUWHU RI WKH 8QLWHG1DWLRQV DQG WKH &RQVWLWXWLRQ RI WKH
:RUOG +HDOWK 2UJDQL]DWLRQ�

�� 7KH LPSOHPHQWDWLRQ RI WKHVH 5HJXODWLRQV VKDOO EH JXLGHG E\
WKH JRDO RI WKHLU XQLYHUVDO DSSOLFDWLRQ IRU WKH SURWHFWLRQ RI DOO
SHRSOH RI WKH ZRUOG IURP WKH LQWHUQDWLRQDO VSUHDG RI GLVHDVH�

�� 6WDWHV KDYH� LQ DFFRUGDQFH ZLWK WKH &KDUWHU RI WKH 8QLWHG
1DWLRQV DQG WKH SULQFLSOHV RI LQWHUQDWLRQDO ODZ� WKH VRYHUHLJQ
ULJKW WR OHJLVODWH DQG WR LPSOHPHQW OHJLVODWLRQ LQ SXUVXDQFH RI
WKHLU KHDOWK SROLFLHV� ,Q GRLQJ VR� WKH\ VKRXOG XSKROG WKH
SXUSRVH RI WKHVH5HJXODWLRQV� ���

7KH LQFOXVLRQ RI WKHVH SURYLVLRQV PDGH KXPDQ ULJKWV UXOHV DQG SULQFLSOHV SDUW
DQG SDUFHO RI WKH DFFXUDWH LQWHUSUHWDWLRQ DQG LPSOHPHQWDWLRQ RI WKH ,+5���� 7KH
QHZ UHIHUHQFHVZHUH VHHQ DV D ZHOFRPH DGGLWLRQ���� UHYHDOLQJ:+2¶V ZLOOLQJQHVV
WR H[HUW LWV LQIOXHQFH RQ PDWWHUV RI KXPDQ ULJKWV��� DQG LWV ³QHZ QRUPDWLYH
GLVFRXUVH´ RQ JOREDO KHDOWK����

7KHVH SURYLVLRQV LQWHJUDWH KXPDQ ULJKWV WUHDWLHV LQWR WKH FRQVWUXDO DQG
RSHUDWLRQ RI WKH UHJXODWLRQV� LPSRVLQJ RQ 6WDWHV WKH REOLJDWLRQ WR HQVXUH WKDW WKH\

��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ���
��� ,+5� VXSUD QRWH �� IRUHZRUG�
��� ,G� DW DUW� �� 3XUVXDQW WR $UWLFOH �� RI WKH UHJXODWLRQV� ³>L@Q LPSOHPHQWLQJ KHDOWK PHDVXUHV

XQGHU WKHVH 5HJXODWLRQV� 6WDWHV 3DUWLHV VKDOO WUHDW WUDYHOOHUV ZLWK UHVSHFW IRU WKHLU GLJQLW\� KXPDQ
ULJKWV DQG IXQGDPHQWDO IUHHGRPV DQG PLQLPL]H DQ\ GLVFRPIRUW RU GLVWUHVV DVVRFLDWHG ZLWK VXFK
PHDVXUHV � � � �´ ,G� DW DUW� ��� VHH DOVR LG� DW DUW� �� �KHDOWK PHDVXUHV RQ DUULYDO DQG GHSDUWXUH��

��� 'DYLG )LGOHU 	 /DZUHQFH *RVWLQ� 7KH 1HZ ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� $Q +LVWRULF
'HYHORSPHQW IRU ,QWHUQDWLRQDO /DZ DQG 3XEOLF +HDOWK� �� -� /� 0('�	(7+,&6 ��� �� �������

��� ,G�� 0LFKDHO %DNHU 	 'DYLG )LGOHU� *OREDO 3XEOLF +HDOWK 6XUYHLOODQFH 8QGHU WKH 1HZ
,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� �� (0(5*,1* ,1)(&7,286',6($6(6 ����� ���� �������

��� /DZUHQFH *RVWLQ� 0HHWLQJ %DVLF 6XUYLYDO 1HHGV RI WKH :RUOG¶V /HDVW +HDOWK\ 3HRSOH�
7RZDUG D )UDPHZRUN &RQYHQWLRQ RQ *OREDO +HDOWK� ��*(2� /�-� ���� ��� �������

��� 'DYLG )LGOHU� $UFKLWHFWXUH $PLGVW $QDUFK\� *OREDO +HDOWK¶V 4XHVW IRU *RYHUQDQFH� �
*/2%� +($/7+ �� �� �������
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FRPSO\ ZLWK ERWK OHJDO IUDPHZRUNV� 7KH VDPH FRQQHFWLRQ EHWZHHQ KXPDQ ULJKWV
WUHDWLHV DQG WKH ,+5 LV PDGH LQ WKH 6LUDFXVD 3ULQFLSOHV� ZKLFK SURYLGH WKDW ZKHQ
OLPLWLQJ FHUWDLQ ULJKWV RQ SXEOLF KHDOWK JURXQGV� ³>G@XH UHJDUG VKDOO EH KDG WR WKH
LQWHUQDWLRQDO KHDOWK UHJXODWLRQV RI WKH :RUOG +HDOWK 2UJDQL]DWLRQ�́ ��� $V
XQGHUOLQHG E\ 1HJUL� ³>V@XFK D UHIHUHQFH WR WKH ,+5 LV SDUWLFXODUO\ QRWHZRUWK\
EHFDXVH LW VWUHVVHV WKDW LQ WLPHV RI SXEOLF KHDOWK HPHUJHQF\ QDWLRQDO DXWKRULWLHV
KDYH WR FRPSO\ZLWK ERWK WKH 5HJXODWLRQV DQG KXPDQ ULJKWV WUHDWLHV� DQG WKDW WKH\
DUH FDOOHG WR HQVXUH FRQVLVWHQF\ DQG FRRUGLQDWLRQ EHWZHHQ WKH REOLJDWLRQV
VWHPPLQJ WKHUHIURP�´���

7KH FRQQHFWLRQ EHWZHHQ WKH ,+5 DQG KXPDQ ULJKWV WUHDWLHV DOVR VWHPV IURP
$UWLFOH ����� RI WKH ,+5� XQGHU ZKLFK ³6WDWHV 3DUWLHV UHFRJQL]H WKDW WKH ,+5 DQG
RWKHU UHOHYDQW LQWHUQDWLRQDO DJUHHPHQWV VKRXOG EH LQWHUSUHWHG VR DV WR EH
FRPSDWLEOH� 7KH SURYLVLRQV RI WKH ,+5VKDOO QRW DIIHFW WKH ULJKWV DQG REOLJDWLRQV RI
DQ\ 6WDWH 3DUW\ GHULYLQJ IURP RWKHU LQWHUQDWLRQDO DJUHHPHQWV�´��� 7KLV UHLQIRUFHV
WKH FHQWUDO UROH RI KXPDQ ULJKWV ODZ LQ JXLGLQJ WKH LQWHUSUHWDWLRQ RI DGGLWLRQDO
KHDOWK PHDVXUHV XQGHU $UWLFOH �� RI WKH ,+5���� $V UHFRJQL]HG E\ :+2� ³>L@Q
HPHUJHQF\ VLWXDWLRQV� WKH HQMR\PHQW RI LQGLYLGXDO KXPDQ ULJKWV DQG FLYLO OLEHUWLHV
PD\ KDYH WR EH OLPLWHG LQ WKH SXEOLF LQWHUHVW�+RZHYHU� HIIRUWVWR SURWHFW LQGLYLGXDO
ULJKWV VKRXOG EH SDUW RI DQ\ SROLF\�´��� 6SHFLILFDOO\ GLVFXVVLQJ WKH GLIIHUHQW
PHDVXUHV WKDW PD\ UHVWULFW WKH IUHHGRP RI PRYHPHQW� :+2 VWDWHG�

7KHVH PHDVXUHV FDQ RIWHQ SOD\ DQ LPSRUWDQW UROH LQ FRQWUROOLQJ
LQIHFWLRXV GLVHDVH RXWEUHDNV� DQG LQ WKHVH FLUFXPVWDQFHV� WKHLU XVH
LV MXVWLILHG E\ WKH HWKLFDO YDOXH RI SURWHFWLQJ FRPPXQLW\ ZHOO�
EHLQJ�+RZHYHU� WKH HIIHFWLYHQHVVRI WKHVHPHDVXUHVVKRXOG QRWEH
DVVXPHG� LQ IDFW� XQGHU VRPHHSLGHPLRORJLFDO FLUFXPVWDQFHV� WKH\
PD\ FRQWULEXWH OLWWOH RU QRWKLQJ WR RXWEUHDN FRQWURO HIIRUWV� DQG
PD\ HYHQ EH FRXQWHUSURGXFWLYH LI WKH\ HQJHQGHU D EDFNODVK WKDW
OHDGV WR UHVLVWDQFH WR RWKHU FRQWURO PHDVXUHV� 0RUHRYHU� DOO VXFK

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� 1HJUL� VXSUD QRWH ���� DW �������
��� ,+5� VXSUD QRWH �� DW DUW� ������
��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ������ VHH DOVR LG� DW �� �³,W LV FOHDU WKH ,+5

ZDV FRQFHLYHG WR EH FORVHO\ LQWHUWZLQHG ZLWK LQWHUQDWLRQDO KXPDQ ULJKWV ODZ DQG LQWHUQDWLRQDO WUDGH
ODZ� :LWK UHVSHFW WR KXPDQ ULJKWV ODZ� $UWLFOH �� VHWV OLPLWDWLRQV WR DGGLWLRQDO KHDOWK PHDVXUHV E\
GHIHUULQJ WR WKH ULJKWV FRQWDLQHG LQ WKH 8'+5� ,&&35 DQG RWKHU LQWHUQDWLRQDO DQG UHJLRQDO KXPDQ
ULJKWV WUHDWLHV� 7KLV V\PELRVLV VXJJHVWV WKDW LQ FDVHV ZKHUH DQ DGGLWLRQDO KHDOWK PHDVXUH PD\ FXUWDLO
WKH ULJKWV DQG IUHHGRPV RI LQGLYLGXDOV� VWDWHV VKRXOG DW PLQLPXP DSSO\ WKH SULQFLSOHV RI OHJLWLPDF\�
QHFHVVLW\ DQG SURSRUWLRQDOLW\ WR JXLGH WKHP LQ XQGHUVWDQGLQJ WKH OLPLWHG FLUFXPVWDQFHV XQGHU ZKLFK
WKH\ PD\ OHJDOO\ GHYLDWH IURP WKHLU KXPDQ ULJKWV REOLJDWLRQV�´�

��� (WKLFDO &RQVLGHUDWLRQV LQ 'HYHORSLQJ D 3XEOLF +HDOWK 5HVSRQVH WR 3DQGHPLF ,QIOXHQ]D�
:25/' +($/7+ 25*� � ������� KWWSV���ZZZ�ZKR�LQW�FVU�UHVRXUFHV�SXEOLFDWLRQV�:+2B&'6B(35B
*,3B����B�F�SGI�
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PHDVXUHV LPSRVH D VLJQLILFDQW EXUGHQ RQ LQGLYLGXDOV DQG
FRPPXQLWLHV� LQFOXGLQJ GLUHFW OLPLWDWLRQV RI IXQGDPHQWDO KXPDQ
ULJKWV� SDUWLFXODUO\ WKH ULJKWV WR IUHHGRP RI PRYHPHQW DQG
SHDFHIXO DVVHPEO\����

:+2 DFNQRZOHGJHV WKDW KXPDQ ULJKWV UXOHV DQG SULQFLSOHV ³SURYLGH WKH
IUDPHZRUN IRU HYDOXDWLQJ WKH HWKLFDO DFFHSWDELOLW\ RI SXEOLF KHDOWK PHDVXUHV WKDW
OLPLW LQGLYLGXDO IUHHGRP� MXVW DV KXPDQ ULJKWV SURYLGH WKH IRXQGDWLRQ IRU RWKHU
SDQGHPLF�UHODWHG SROLFLHV�´��� 0HDVXUHV WKDW OLPLW LQGLYLGXDO ULJKWV DQG FLYLO
OLEHUWLHV PXVW EH QHFHVVDU\� UHDVRQDEOH� SURSRUWLRQDO� HTXLWDEOH� QRQ�
GLVFULPLQDWRU\� DQG FRPSO\ ZLWK QDWLRQDO DQG LQWHUQDWLRQDO ODZV���� 7KXV� WR
FRQIRUP WR ERWK WKH ,+5 DQG LQWHUQDWLRQDO KXPDQ ULJKWV WUHDWLHV� WUDYHO EDQV PXVW
FXPXODWLYHO\ VDWLVI\ DOO RI WKHVH �GHPDQGLQJ� VWDQGDUGV�

$� /HJDO %DVLV

7KH ILUVW UHTXLUHPHQW LV WKDW JRYHUQPHQWDO PHDVXUHV KDYH D OHJDO EDVLV� ���
:LWK UHVSHFW WR OLPLWDWLRQV� $UWLFOH ����� RI WKH ,&&35 LQYRNHV WKH SULQFLSOH RI
OHJDOLW\ ZKHQ LW VWDWHV WKDW ³>W@KH DERYH�PHQWLRQHG ULJKWV VKDOO QRW EH VXEMHFW WR
DQ\ UHVWULFWLRQV H[FHSW WKRVH ZKLFK DUH SURYLGHG E\ ODZ�´��� 7KH +XPDQ 5LJKWV
&RPPLWWHH VWDWHG�

7KH ODZ LWVHOI KDV WR HVWDEOLVK WKH FRQGLWLRQV XQGHU ZKLFK WKH
ULJKWV PD\ EH OLPLWHG� 6WDWH UHSRUWV VKRXOG WKHUHIRUH VSHFLI\ WKH
OHJDO QRUPV XSRQ ZKLFK UHVWULFWLRQV DUH IRXQGHG� 5HVWULFWLRQV
ZKLFK DUH QRWSURYLGHGIRU LQ WKH ODZRU DUH QRW LQ FRQIRUPLW\ZLWK
WKH UHTXLUHPHQWV RI >$@UWLFOH ��� SDUDJUDSK �� ZRXOG YLRODWH WKH
ULJKWV JXDUDQWHHG E\ SDUDJUDSKV � DQG �����

,W IXUWKHU DGGHG�

,Q DGRSWLQJ ODZV SURYLGLQJ IRU UHVWULFWLRQV SHUPLWWHG E\ >$@UWLFOH
��� SDUDJUDSK �� 6WDWHV VKRXOG DOZD\V EH JXLGHG E\ WKH SULQFLSOH
WKDW WKH UHVWULFWLRQV PXVW QRW LPSDLU WKH HVVHQFH RI WKH ULJKW � � � �
WKH UHODWLRQ EHWZHHQ ULJKW DQG UHVWULFWLRQ� EHWZHHQ QRUP DQG

��� *XLGDQFH IRU 0DQDJLQJ (WKLFDO ,VVXHV LQ ,QIHFWLRXV 'LVHDVH 2XWEUHDNV � :25/' +($/7+
25*� �� ������� KWWSV���DSSV�ZKR�LQW�LULV�KDQGOH��������������

���:25/' +($/7+ 25*�� VXSUD QRWH ���� DW ��
��� ,G� DW ��
��� *HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI 0RYHPHQW�� VXSUD QRWH ���� DW � ���
��� ,&&35� VXSUD QRWH ���� DW DUW� ������ *HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI

0RYHPHQW�� VXSUD QRWH ���� DW � �� �³7R EH SHUPLVVLEOH� UHVWULFWLRQV PXVW EH SURYLGHG E\ ODZ � � � �´��
��� *HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI 0RYHPHQW�� VXSUD QRWH ���� DW � ���
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H[FHSWLRQ� PXVW QRW EH UHYHUVHG� 7KH ODZV DXWKRULVLQJ WKH
DSSOLFDWLRQ RI UHVWULFWLRQV VKRXOG XVH SUHFLVH FULWHULD DQGPD\ QRW
FRQIHU XQIHWWHUHG GLVFUHWLRQ RQ WKRVH FKDUJHG ZLWK WKHLU
H[HFXWLRQ����

,Q WKLV UHJDUG� WKH 6LUDFXVD 3ULQFLSOHV VWLSXODWH�

��� 1R OLPLWDWLRQ RQ WKH H[HUFLVH RI KXPDQ ULJKWV VKDOO EH PDGH
XQOHVV SURYLGHG IRU E\ QDWLRQDO ODZ RI JHQHUDO DSSOLFDWLRQ
ZKLFK LV FRQVLVWHQW ZLWK WKH &RYHQDQW DQG LV LQ IRUFH DW WKH
WLPH WKH OLPLWDWLRQ LV DSSOLHG�

��� /DZV LPSRVLQJ OLPLWDWLRQV RQ WKH H[HUFLVH RI KXPDQ ULJKWV
VKDOO QRW EH DUELWUDU\ RU XQUHDVRQDEOH�

��� /HJDO UXOHV OLPLWLQJWKH H[HUFLVH RI KXPDQ ULJKWV VKDOOEH FOHDU
DQG DFFHVVLEOH WR HYHU\RQH� ���

$V IRU GHURJDWLRQV� $UWLFOH � RI WKH ,&&35 VWDWHV WKDW WKH H[LVWHQFH RI D SXEOLF
HPHUJHQF\WKDW WKUHDWHQV WKH OLIHRI WKHQDWLRQVKDOOEH RIILFLDOO\ SURFODLPHG���� 7KH
6WDWH PXVW LPPHGLDWHO\ LQIRUP WKH RWKHU 6WDWHV 3DUWLHV� WKURXJK WKH LQWHUPHGLDU\
RI WKH 6HFUHWDU\�*HQHUDORI WKH8QLWHG1DWLRQV� RI WKH SURYLVLRQV IURPZKLFKLWKDV
GHURJDWHG DQG RI WKH UHDVRQV E\ ZKLFK LW ZDV DFWXDWHG� $ IXUWKHU FRPPXQLFDWLRQ
VKDOO EH PDGH� WKURXJK WKH VDPH LQWHUPHGLDU\� RQ WKH GDWH RQ ZKLFK LW WHUPLQDWHV
VXFK GHURJDWLRQ���� 7KH &29,'��� SDQGHPLF SURPSWHG D IUDQWLF OHJLVODWLYH
UHVSRQVH����:KLOH VRPH FRXQWULHV LPSOHPHQWHGPHDVXUHV SXUVXDQW WR ODZV DOUHDG\
LQ SODFH� RWKHUV SDVVHG VSHFLILF VWDWXWHV IRU WKDW SXUSRVH���� 7KHUH DUH REYLRXV

��� ,G� DW � ���
��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW �� ������
��� ,&&35� VXSUD QRWH ���� DW DUW� ����� 6LPLODUO\� $UWLFOH �� RI WKH 6LUDFXVD 3ULQFLSOHV VWDWHV

WKDW ³>D@ VWDWH SDUW\ GHURJDWLQJ IURP LWV REOLJDWLRQV XQGHU WKH &RYHQDQW VKDOO PDNH DQ RIILFLDO
SURFODPDWLRQ RI WKH H[LVWHQFH RI D SXEOLF HPHUJHQF\ WKUHDWHQLQJ WKH OLIH RI WKH QDWLRQ�´ 6LUDFXVD
3ULQFLSOHV� VXSUD QRWH ���� DW DUW� ���

��� ,&&35� VXSUD QRWH ���� DW DUW� ����� VHH DOVR*HQHUDO &RPPHQW1R� ���'HURJDWLRQV 'XULQJ
D 6WDWH RI (PHUJHQF\� VXSUD QRWH ���� � ��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW DUWV� ��� ���

��� 6HH 5RQDQ &RUPDFDLQ� .HHSLQJ &RYLG��� (PHUJHQF\ /HJLVODWLRQ 6RFLDOO\ 'LVWDQW IURP
2UGLQDU\ /HJLVODWLRQ� 3ULQFLSOHV IRU WKH 6WUXFWXUH RI (PHUJHQF\ /HJLVODWLRQ� � 7+(25< 	 35$&� 2)
/(*,6� ��� �������

��� %nUG $QGUHDVVHQ HW DO�� &29,'���� +XPDQ 5LJKWV 7UDGH�RIIV� &KDOOHQJHV DQG 3ROLF\
5HVSRQVHV� 125:(*,$1 &75� )25 +80� 576� �� �������
KWWSV���ZZZ�MXV�XLR�QR�VPU�HQJOLVK�UHVHDUFK�SXEOLFDWLRQV�RFFDVLRQDO�SDSHUV�RF�������SGI� $UWLFOH
�� RI WKH 6LUDFXVD 3ULQFLSOHV SURYLGHV WKDW ³>S@URFHGXUHV XQGHU QDWLRQDO ODZ IRU WKH SURFODPDWLRQ RI
D VWDWH RI HPHUJHQF\ VKDOO EH SUHVFULEHG LQ DGYDQFH RI WKH HPHUJHQF\�´ 6LUDFXVD 3ULQFLSOHV� VXSUD
QRWH ���� DW DUW� ���
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GDQJHUV WR OHJLVODWLQJLQ WKH FRQWH[W RI D FULVLV���� QDPHO\ WKDW WKH XVH RI HPHUJHQF\
SRZHUV UHVXOWV LQ GUDFRQLDQPHDVXUHV E\ WKH H[HFXWLYH����

%� �3XEOLF +HDOWK� 1HFHVVLW\

7KH VHFRQG IXQGDPHQWDO WHQHW LV WKDW UHVWULFWLYH PHDVXUHV FRPSO\ ZLWK WKH
QHFHVVLW\ WHVW�

:LWK UHVSHFW WR OLPLWDWLRQV RI KXPDQ ULJKWV� *HQHUDO &RPPHQW 1R� ��
SURYLGHV� ³7R EH SHUPLVVLEOH� UHVWULFWLRQVPXVW EH � � � QHFHVVDU\ LQ D GHPRFUDWLF
VRFLHW\ IRU WKH SURWHFWLRQ RI WKHVH SXUSRVHV >SURWHFW QDWLRQDO VHFXULW\� SXEOLF RUGHU
�RUGUH SXEOLF�� SXEOLF KHDOWK RU PRUDOV DQG WKH ULJKWV DQG IUHHGRPV RI
RWKHUV@ � � � �´��� 7KH +XPDQ 5LJKWV &RPPLWWHH IXUWKHU DGGHG� ³$UWLFOH ���
SDUDJUDSK �� FOHDUO\ LQGLFDWHV WKDW LW LV QRW VXIILFLHQW WKDW WKH UHVWULFWLRQV VHUYH WKH
SHUPLVVLEOH SXUSRVHV� WKH\PXVW DOVR EH QHFHVVDU\ WR SURWHFW WKHP�́ ���

7KH 6LUDFXVD 3ULQFLSOHV GHILQH ³QHFHVVDU\´ DV IROORZV�

:KHQHYHU D OLPLWDWLRQ LV UHTXLUHG LQ WKH WHUPV RI WKH &RYHQDQW WR
EH ³QHFHVVDU\�´ WKLV WHUP LPSOLHV WKDW WKH OLPLWDWLRQ�

D� LV EDVHG RQ RQH RI WKH JURXQGV MXVWLI\LQJ
OLPLWDWLRQV UHFRJQL]HG E\ WKH UHOHYDQW DUWLFOH RI
WKH &RYHQDQW�

E� UHVSRQGV WR D SUHVVLQJ SXEOLF RU VRFLDO QHHG�

F� SXUVXHV D OHJLWLPDWH DLP� DQG

G� LV SURSRUWLRQDWH WR WKDW DLP� ���

$Q\ DVVHVVPHQW DV WR WKH QHFHVVLW\ RI D OLPLWDWLRQ VKDOO EH PDGH RQ REMHFWLYH
FRQVLGHUDWLRQV�

7XUQLQJ WR GHURJDWLRQV� WKH ,&&35 SURYLGHV� TXLWH ODFRQLFDOO\� WKDW 6WDWHV
LQYRNLQJ WKH H[LVWHQFH RI D ³SXEOLF HPHUJHQF\ ZKLFK WKUHDWHQV WKH OLIH RI WKH
QDWLRQ´ PXVW DOVR VXEPLW WKH UHDVRQV IRU WKHLU GHFLVLRQ WR GHURJDWH IURP WKHLU
REOLJDWLRQV DQG MXVWLI\ WKH QHHG WR LQWURGXFH VSHFLILF PHDVXUHV���� 7KH 6LUDFXVD

��� 5RE\Q 0DUWLQ HW DO�� 3DQGHPLF ,QIOXHQ]D &RQWURO LQ (XURSH DQG WKH &RQVWUDLQWV 5HVXOWLQJ
IURP ,QFRKHUHQW 3XEOLF +HDOWK /DZV� �� %0& 38%�+($/7+ ��� �������

��� &RUPDFDLQ� VXSUD QRWH ���� DW ����
��� *HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI 0RYHPHQW�� VXSUD QRWH ���� DW � ���
��� ,G� DW � ���
��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� ,&&35� VXSUD QRWH ���� DW DUW� ����� VHH DOVR*HQHUDO &RPPHQW1R� ���'HURJDWLRQV 'XULQJ

D 6WDWH RI (PHUJHQF\� VXSUD QRWH ���� DW � ��
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3ULQFLSOHV DUH YHU\ XVHIXO LQ WKLV UHJDUG� DV WKH\ HODERUDWH ZLWK JUHDW GHWDLO RQ WKH
FRQWHQWV RI WKH QRWLILFDWLRQ�

��� 7KH QRWLILFDWLRQ VKDOO FRQWDLQ VXIILFLHQW LQIRUPDWLRQ WR SHUPLW
WKH VWDWHV SDUWLHV WR H[HUFLVH WKHLU ULJKWV DQG GLVFKDUJH WKHLU
REOLJDWLRQV XQGHU WKH &RYHQDQW� ,Q SDUWLFXODU LW VKDOO FRQWDLQ�

�D� WKH SURYLVLRQV RI WKH &RYHQDQW IURPZKLFK LW KDV
GHURJDWHG�

�E� D FRS\ RI WKH SURFODPDWLRQ RI HPHUJHQF\�
WRJHWKHU ZLWK WKH FRQVWLWXWLRQDO SURYLVLRQV�
OHJLVODWLRQ� RU GHFUHHV JRYHUQLQJ WKH VWDWH RI
HPHUJHQF\ LQ RUGHU WR DVVLVW WKH VWDWHV SDUWLHV WR
DSSUHFLDWH WKH VFRSH RI WKH GHURJDWLRQ�

�F� WKH HIIHFWLYH GDWH RI WKH LPSRVLWLRQ RI WKH VWDWH RI
HPHUJHQF\ DQG WKH SHULRG IRU ZKLFK LW KDV EHHQ
SURFODLPHG�

�G� DQ H[SODQDWLRQ RI WKH UHDVRQV ZKLFK DFWXDWHG WKH
JRYHUQPHQW¶V GHFLVLRQ WR GHURJDWH� LQFOXGLQJ D
EULHI GHVFULSWLRQ RI WKH IDFWXDO FLUFXPVWDQFHV
OHDGLQJ XS WR WKH SURFODPDWLRQ RI WKH VWDWH RI
HPHUJHQF\� DQG

�H� D EULHI GHVFULSWLRQ RI WKH DQWLFLSDWHG HIIHFW RI WKH
GHURJDWLRQ PHDVXUHV RQ WKH ULJKWV UHFRJQL]HG E\
WKH &RYHQDQW� LQFOXGLQJ FRSLHV RI GHFUHHV
GHURJDWLQJ IURP WKHVH ULJKWV LVVXHG SULRU WR WKH
QRWLILFDWLRQ�

��� 6WDWHV SDUWLHV PD\ UHTXLUH WKDW IXUWKHU LQIRUPDWLRQ QHFHVVDU\
WR HQDEOH WKHP WR FDUU\ RXW WKHLU UROH XQGHU WKH &RYHQDQW EH
SURYLGHG WKURXJK WKH LQWHUPHGLDU\ RI WKH 6HFUHWDU\�*HQHUDO�

��� $ VWDWH SDUW\ ZKLFK IDLOV WR PDNH DQ LPPHGLDWH QRWLILFDWLRQ LQ
GXH IRUP RI LWV GHURJDWLRQ LV LQ EUHDFK RI LWV REOLJDWLRQV WR
RWKHU VWDWHV SDUWLHV DQG PD\ EH GHSULYHG RI WKH GHIHQVHV
RWKHUZLVH DYDLODEOH WR LW LQ SURFHGXUHV XQGHU WKH&RYHQDQW����

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW �� ������
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6WDWHV 3DUWLHV WR WKH ,&&35FDQ RQO\ GHURJDWH IURPWKHLU REOLJDWLRQV XQGHU WKH
FRYHQDQW ³WR WKH H[WHQW VWULFWO\ UHTXLUHG E\ WKH H[LJHQFLHV RI WKH VLWXDWLRQ�́ ���

$FFRUGLQJ WR WKH 6LUDFXVD 3ULQFLSOHV� WKLV SULQFLSOH RI ³VWULFW QHFHVVLW\´ UHTXLUHV
WKDW HDFK PHDVXUH ³EH GLUHFWHG WR DQ DFWXDO� FOHDU� SUHVHQW� RU LPPLQHQW GDQJHU
DQG � � � QRW � � � LPSRVHG PHUHO\ EHFDXVH RI DQ DSSUHKHQVLRQ RI SRWHQWLDO
GDQJHU�´��� :+2 VSHDNV� LQ WKLV UHJDUG� RI ³SXEOLF KHDOWK QHFHVVLW\�́ ��� %\
UHTXLULQJ WKDW 6WDWHV 3DUWLHV EDVH WKHLU GHFLVLRQV RQ VFLHQWLILF HYLGHQFH DQG
LQIRUPDWLRQ� $UWLFOH ����� RI WKH ,+5 UHTXLUHV WKH GHPRQVWUDWLRQ WKDW DGGLWLRQDO
KHDOWK PHDVXUHV DUH QHFHVVDU\ WR SURWHFW SXEOLF KHDOWK���� 0HDVXUHV QHHG WR
³UHVSRQGWR D SUHVVLQJSXEOLF DQG VRFLDOQHHG´DQG KDYHWKH SXUSRVH RI ³SUHYHQWLQJ
DQG FRQWUROOLQJ WKH VSUHDG RI FRPPXQLFDEOH GLVHDVHV�́ ��� $VVHVVLQJ ZKHWKHU
FHUWDLQ PHDVXUHV DUH VWULFWO\ QHFHVVDU\²DQG WKHUHIRUH YDOLG DQG OHJLWLPDWH²
GHSHQGV RQ WKH EHVW DYDLODEOH VFLHQWLILF HYLGHQFH���� ,Q WKLV UHJDUG�:+2 VWDWHV�

'HFLVLRQV WR LPSRVH UHVWULFWLRQV RQ IUHHGRPRI PRYHPHQW VKRXOG
EH JURXQGHG RQ WKH EHVW DYDLODEOH HYLGHQFH DERXW WKH RXWEUHDN
SDWKRJHQ� DV GHWHUPLQHG LQ FRQVXOWDWLRQ ZLWK QDWLRQDO DQG
LQWHUQDWLRQDO SXEOLF KHDOWK RIILFLDOV�1R VXFK LQWHUYHQWLRQV VKRXOG
EH LPSOHPHQWHG XQOHVV WKHUH LV D UHDVRQDEOH EDVLV WR H[SHFW WKH\
ZLOO VLJQLILFDQWO\ UHGXFH GLVHDVH WUDQVPLVVLRQ� 7KH UDWLRQDOH IRU
UHO\LQJ RQ WKHVH PHDVXUHV VKRXOG EH PDGH H[SOLFLW� DQG WKH
DSSURSULDWHQHVV RI DQ\ UHVWULFWLRQV VKRXOG EH FRQWLQXRXVO\ UH�
HYDOXDWHG LQ OLJKW RI HPHUJLQJ VFLHQWLILF LQIRUPDWLRQ DERXW WKH
RXWEUHDN� ,I WKH RULJLQDO UDWLRQDOH IRU LPSRVLQJ D UHVWULFWLRQ QR
ORQJHU DSSOLHV� WKH UHVWULFWLRQ VKRXOG EH OLIWHG ZLWKRXW GHOD\� ���

,Q GHFLGLQJZKHWKHU WR LPSOHPHQW DGGLWLRQDO KHDOWKPHDVXUHV� 6WDWHV 3DUWLHV
VKDOO��� EDVH WKHLU GHWHUPLQDWLRQV XSRQ VFLHQWLILF SULQFLSOHV���� DYDLODEOH VFLHQWLILF
HYLGHQFH RI D ULVN WR KXPDQ KHDOWK� RU ZKHUH VXFK HYLGHQFH LV LQVXIILFLHQW� WKH
DYDLODEOH LQIRUPDWLRQ LQFOXGLQJ IURP:+2 DQG RWKHU UHOHYDQW LQWHUJRYHUQPHQWDO
RUJDQL]DWLRQV DQG LQWHUQDWLRQDO ERGLHV���� DQG DQ\ DYDLODEOH VSHFLILF JXLGDQFH RU

��� ,&&35� VXSUD QRWH ���� DW DUW� �����
��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
���:25/' +($/7+ 25*�� VXSUD QRWH ��� DW ���
��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ��� )LGOHU� VXSUD QRWH ��� DW ����
��� 1HJUL� VXSUD QRWH ���� DW ����
��� (QHPDUN� VXSUD QRWH ��� DW ���� 1HJUL� VXSUD QRWH ���� DW ����
���:25/' +($/7+ 25*�� VXSUD QRWH ���� DW ������
��� 7KH XVH RI WKH ZRUG ³VKDOO´ GHQRWHV WKH PDQGDWRU\ QDWXUH RI WKLV GXW\� 6WHOOHQERVFK

&RQVHQVXV� VXSUD QRWH ���� DW ���
��� ,+5� VXSUD QRWH �� DW DUW� �����D�
��� ,G� DW DUW� �����E�
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DGYLFH IURP:+2����
7HPSRUDU\ UHFRPPHQGDWLRQV LVVXHG E\ :+2 SOD\ D FHQWUDO UROH LQ

GHWHUPLQLQJ ZKHWKHU D FHUWDLQ PHDVXUH LV VWULFWO\ QHFHVVDU\� 7KH\ FOHDUO\ TXDOLI\
DV RQH RI WKH HOHPHQWV WKDW� DFFRUGLQJ WR WKH ,+5� VKDOO EH WKH EDVH RI WKH GHFLVLRQ
WR LPSOHPHQW DGGLWLRQDO KHDOWK PHDVXUHV �³DQ\ DYDLODEOH VSHFLILF JXLGDQFH RU
DGYLFH IURP :+2´����� :+2¶V UHFRPPHQGDWLRQV DUH D FHQWUDO HOHPHQW LQ
GHWHUPLQLQJ WKH UHOHYDQW VFLHQWLILF HYLGHQFH���� 7KH\ DUH EDVHG RQ VFLHQWLILF
SULQFLSOHV��� DQG DYDLODEOH VFLHQWLILF HYLGHQFH��� DQG LQIRUPDWLRQ����

:+2 LVVXHG VHYHUDO UHFRPPHQGDWLRQV DQG VWDWHPHQWV VSHFLILF WR &29,'����
&RQVLVWHQW ZLWK LWV SRVLWLRQ LQ SUHYLRXV 3+(,&V� :+2 QHYHU H[SOLFLWO\
UHFRPPHQGHGWKH LPSOHPHQWDWLRQ RI WUDYHO UHVWULFWLRQV�PXFKOHVV RI WUDYHOEDQV����
,W LV WUXH WKDW:+2¶V RIILFLDO SRVLWLRQ VRPHZKDW HYROYHG RYHU WLPH� :KLOH WKH ILUVW
VWDWHPHQW ZDV XQHTXLYRFDOO\ DJDLQVW WKH LPSOHPHQWDWLRQ RI DQ\ WUDYHO
UHVWULFWLRQV���� ODWHU SURQRXQFHPHQWV DGGHG DPELYDOHQW DQG IOH[LEOH ODQJXDJH�
GHQRWLQJ WKDW VXFKPHDVXUHV FRXOG EH DGRSWHG LQ VRPH FLUFXPVWDQFHV���� 7KLV VKLIW
WRZDUGV D PRUH QXDQFHG DSSURDFK PD\ KDYH EHHQ LQIOXHQFHG E\ WKH DOPRVW
XQLYHUVDO QRQ�FRPSOLDQFH ZLWK WKH RULJLQDO UHFRPPHQGDWLRQV���� ZLWK :+2
VHHNLQJ WR VWULNH D PRUH IOH[LEOH DQG FRQFLOLDWRU\ WRQH�

7KH HIIHFWLYHQHVV RI WHPSRUDU\ UHFRPPHQGDWLRQV GHSHQGV RQ 6WDWHV

��� ,G� DW DUW� �����F�
��� ,+5� VXSUD QRWH �� DW DUW� �����F� 6HH 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ���
��� 9RQ %RJGDQG\ 	 9LOODUUHDO� VXSUD QRWH ��� DW ���
��� ,+5� VXSUD QRWH �� DW DUW� ���� �³µ>6@FLHQWLILF SULQFLSOHV¶ PHDQV WKH DFFHSWHG IXQGDPHQWDO

ODZV DQG IDFWV RI QDWXUH NQRZQ WKURXJK WKH PHWKRGV RI VFLHQFH � � � �´��
��� ,+5� VXSUD QRWH �� DW DUW� ���� �³µ>6@FLHQWLILF HYLGHQFH¶ PHDQV LQIRUPDWLRQ IXUQLVKLQJ D OHYHO

RI SURRI EDVHG RQ WKH HVWDEOLVKHG DQG DFFHSWHG PHWKRGV RI VFLHQFH � � � �´��
��� ,+5� VXSUD QRWH �� DW DUW� ���F��
��� %HIRUH &29,'���� ILYH HYHQWV ZHUH GHFODUHG D 3+(,& XQGHU WKH ,+5 ������� WKH ����

+�1� LQIOXHQ]D SDQGHPLF� (EROD ���������� DQG ����������� SROLRP\HOLWLV ����� WR SUHVHQW�� DQG
=LND ������� 6HH $QQHOLHV :LOGHU�6PLWK 	 6DUDK 2VPDQ� 3XEOLF +HDOWK (PHUJHQFLHV RI
,QWHUQDWLRQDO &RQFHUQ� $ +LVWRULF 2YHUYLHZ� �� -� 75$9(/ 0('� � ������� $FFRUGLQJ WR %XUFL� ³WKH
6HFUHWDULDW DQG WKH SXEOLF KHDOWK H[SHUWLVH UHSUHVHQWHG LQ WKH HPHUJHQF\ FRPPLWWHHV VKDUH D ELDV
DJDLQVW JHQHUDO WUDYHO DQG WUDGH UHVWULFWLRQV DV LQHIIHFWLYH DQG FRXQWHUSURGXFWLYH� UHFRPPHQGDWLRQV
LQ SUHYLRXV 3+(,&V IRFXV RQ UHVSRQVLEOH EHKDYLRXU E\ WUDYHOHUV RU H[LW VFUHHQLQJV DW LQWHUQDWLRQDO
DLUSRUWV�´ %XUFL� VXSUD QRWH ��� DW ���� $QRWKHU DXWKRU VWDWHV� ³7KH :+2¶V VFHSWLFDO DWWLWXGH WRZDUGV
WUDYHO UHVWULFWLRQV LV WR VRPH H[WHQW EXLOW LQWR LWV UHPLW� ZKLFK LV EDVHG RQ WKH ,QWHUQDWLRQDO +HDOWK
5HJXODWLRQV � � � �´ 5XXG .RRSPDQV� $ 9LUXV WKDW .QRZV 1R %RUGHUV" ([SRVXUH WR DQG 5HVWULFWLRQV
RI ,QWHUQDWLRQDO 7UDYHO DQG WKH *OREDO 'LIIXVLRQ RI &29,'���� :=% �� � �������
KWWSV���ZZZ�HFRQVWRU�HX�KDQGOH��������������

��� :25/' +($/7+ 25*�� 6WDWHPHQW RQ WKH 6HFRQG 0HHWLQJ RI WKH ,QWHUQDWLRQDO +HDOWK
5HJXODWLRQV ������� VXSUD QRWH ��

��� 6HH VRXUFHV FLWHG VXSUD QRWHV ������ VHH DOVR 5D\PRQG <LX� &KLQ�3DQJ <LX 	 9HURQLFD
/L� (YDOXDWLQJ WKH :+2¶V )UDPLQJ DQG &ULVLV 0DQDJHPHQW 6WUDWHJ\ 'XULQJ WKH (DUO\ 6WDJH RI
&29,'��� 2XWEUHDN� 32/¶< '(6,*1 	35$&� �� DW � ������� %XUFL� VXSUD QRWH ��� DW ����

��� 9RQ %RJGDQG\ 	 9LOODUUHDO� VXSUD QRWH ��� DW ���
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SHUFHLYLQJ WKHP DV FUHGLEOH���� 7KH DOPRVW XQLYHUVDO QRQ�FRPSOLDQFH ZLWK:+2¶V
UHFRPPHQGDWLRQVPD\ KDYH WR GRZLWK WKH IDFW WKDW WKH VWDWHPHQWZDV WRR WHUVH DQG
QRWDFFRPSDQLHGE\ D FOHDU� GHWDLOHG MXVWLILFDWLRQ WKDW FRXOG DVVXDJH 6WDWHV3DUWLHV¶
IHDUV DQG DQ[LHWLHV���� 7KLV PD\ KDYH JLYHQ 6WDWHV WKH LPSUHVVLRQ WKDW VXFK DGYLFH
ZDV LQFRUUHFW DQG VRPHWKLQJ EROGHU ZDV QHHGHG���� 6WLOO� LI 6WDWHV 3DUWLHV KDG
GRXEWV DERXW WKH HIIHFWLYHQHVV RI WKHPHDVXUHV UHFRPPHQGHG E\:+2� WKH\ FRXOG
KDYH DSSURDFKHG WKH RUJDQL]DWLRQ UHTXHVWLQJ IXUWKHU DGYLFH����

2QH DXWKRU KDV DUJXHG WKDW E\ VHQGLQJ D FOHDU PHVVDJH DERXW WKH VHULRXVQHVV
RI WKH RXWEUHDN� WKH GHFODUDWLRQ RI D 3+(,& VHUYHV DV D VLJQDO WR VRPH VWDWHV WR
RYHUUHDFW���� 6WLOO� D GHFLVLRQ RQ VXFK JUDYH PDWWHUV FDQQRW EH PDGH LQ WKH VSXU RI
WKH PRPHQW²6WDWHV 3DUWLHV KDYH WKH GXW\ WR MXVWLI\ WKHLU GHFLVLRQ� 7KH V\VWHP
IROORZV WKH ³EDVLF ORJLF � � � RI FRPSO\ RU H[SODLQ²D NQRZQ LQVWUXPHQW RI JOREDO
JRYHUQDQFH�́ ��� 7KXV� HYHQ LI RQH FRQVLGHUV WKDW WKH ³DYDLODEOH VSHFLILF JXLGDQFH
RU DGYLFH´ IURP:+2 GLG QRW UXOH RXW WUDYHO EDQV HQWLUHO\� 6WDWHV 3DUWLHV DOVR KDG
WR ³EDVH´��� WKHLU GHWHUPLQDWLRQ XSRQ VFLHQWLILF SULQFLSOHV DQG DYDLODEOH VFLHQWLILF
HYLGHQFH RI D ULVN WR KXPDQ KHDOWK� RU ZKHUH VXFK HYLGHQFH ZDV LQVXIILFLHQW� WKH
DYDLODEOH LQIRUPDWLRQ LQFOXGLQJ IURP:+2 DQG RWKHU UHOHYDQW LQWHUJRYHUQPHQWDO
RUJDQL]DWLRQV DQG LQWHUQDWLRQDO ERGLHV����

'HFLVLRQV RQ DGGLWLRQDO KHDOWK PHDVXUHV QHHG WR EH HYLGHQFH�EDVHG� WKDW LV�
WKH\PXVWEH ³JHQHUDWHGE\ WKH µPHWKRGV RI VFLHQFH¶´DQGVWDQGWKH WHVWRI VFLHQWLILF
MXGJPHQW���� 7KH GXW\WR EDVH DGGLWLRQDOKHDOWKPHDVXUHV XSRQ VFLHQWLILFSULQFLSOHV

��� *LDQ %XUFL� 7KH 2XWEUHDN RI &29,' �� &RURQDYLUXV� $UH WKH ,QWHUQDWLRQDO +HDOWK
5HJXODWLRQV )LW IRU 3XUSRVH"� (-,/�7$/.� �)HE� ��� ������ KWWSV���ZZZ�HMLOWDON�RUJ�WKH�RXWEUHDN�RI�
FRYLG����FRURQDYLUXV�DUH�WKH�LQWHUQDWLRQDO�KHDOWK�UHJXODWLRQV�ILW�IRU�SXUSRVH� %XUFL� VXSUD QRWH ���
DW �������� 9RQ 7LJHUVWURP� +DODEL 	:LOVRQ� VXSUD QRWH ��� DW ��

��� %XUFL� VXSUD QRWH ��� DW ����
��� (VNLOG 3HWHUVHQ HW DO�� &29,'��� 7UDYHO 5HVWULFWLRQV DQG WKH ,QWHUQDWLRQDO +HDOWK

5HJXODWLRQV²&DOO IRU DQ 2SHQ 'HEDWH RQ (DVLQJ RI 7UDYHO 5HVWULFWLRQV� �� ,17¶/ -� ,1)(&7,286
',6($6(6 ��� �� ������� YRQ 7LJHUVWURP 	:LOVRQ� VXSUD QRWH ��� DW �� 1LFN :LOVRQ� /XF\ %DUQDUG
	 0LFKDHO %DNHU� 5DWLRQDOH IRU %RUGHU &RQWURO ,QWHUYHQWLRQV DQG 2SWLRQV WR 3UHYHQW RU 'HOD\ WKH
$UULYDO RI &RYLG��� LQ 1HZ =HDODQG� )LQDO &RPPLVVLRQHG 5HSRUW IRU WKH 1HZ =HDODQG 0LQLVWU\ RI
+HDOWK �� � ������� KWWSV���ZZZ�KHDOWK�JRYW�Q]�V\VWHP�ILOHV�GRFXPHQWV�SXEOLFDWLRQV�ILQDOBUHSRUWB
IRUBPRKB�BERUGHUBFRQWUROBRSWLRQVBIRUBQ]BILQDO�SGI �³:+2 DGYLFH RQ WUDYHO UHVWULFWLRQV LV YHU\
JHQHUDO DQG GRHV QRW DGGUHVV WKH QHHGV RI LVODQGV RU FRQVLGHU YHU\ VHYHUH SDQGHPLFV�´��

��� ,+5� VXSUD QRWH �� DW DUWV� ������ ����
��� :RUVQRS� VXSUD QRWH ���� DW ��� ������
��� 9RQ %RJGDQG\ 	 9LOODUUHDO� VXSUD QRWH ��� DW ���
��� $FFRUGLQJ WR WKH 6WHOOHQERVFK &RQVHQVXV� WKH XVH RI WKH ZRUG ³EDVH´ ³VXJJHVWV WKDW VWDWHV

KDYH VRPH PDUJLQ RI DSSUHFLDWLRQ LQ KRZ WKH\ UHQGHU WKHLU GHWHUPLQDWLRQ RI DQ DGGLWLRQDO KHDOWK
PHDVXUH � � � �´ 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ���

��� $V QRWHG LQ WKH 6WHOOHQERVFK &RQVHQVXV� ³>W@KH XVH RI µDQG¶ UDWKHU WKDQ µRU¶ LQ SDUDJUDSK �
VLJQDOV WKDW WKH VRXUFHV RI LQIRUPDWLRQ OLVWHG LQ SDUDJUDSKV ��D� WR ��F� PXVW EH FXPXODWLYHO\ SUHVHQW
ZKHQ VWDWHV DUH GHWHUPLQLQJ ZKHWKHU WR DSSO\ DGGLWLRQDO KHDOWK PHDVXUHV�´ 6WHOOHQERVFK &RQVHQVXV�
VXSUD QRWH ���� DW ���

��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ������
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DQG DYDLODEOH HYLGHQFH SDUDOOHOV VLPLODU UHTXLUHPHQWV LQ WKH DJUHHPHQWV RI WKH
:RUOG 7UDGH 2UJDQL]DWLRQ �:72�� QDPHO\ WKH $JUHHPHQW RQ WKH $SSOLFDWLRQ RI
6DQLWDU\ DQG 3K\WRVDQLWDU\ 0HDVXUHV �636 $JUHHPHQW����� 7KHUHIRUH� GHFLVLRQV
LVVXHG E\ :72 SDQHOV DQG WKH $SSHOODWH %RG\ PD\ EH XVHIXO LQWHUSUHWLYH WRROV
ZKHQ H[DPLQLQJ$UWLFOH �� RI WKH ,+5���� 'UDZLQJ RQ WKH ULFK MXULVSUXGHQFH RI WKH
:72� WKH 6WHOOHQERVFK&RQVHQVXV IRUPXODWHV WKH IROORZLQJ UXOHV�

)LUVW� EHIRUH LPSOHPHQWLQJDGGLWLRQDOKHDOWKPHDVXUHV� VWDWHVPXVW
FRQVLGHU ZKHWKHU WKHUH LV D UDWLRQDO UHODWLRQVKLS EHWZHHQ WKH
PHDVXUH EHLQJ LPSOHPHQWHG DQG WKH VFLHQWLILF SULQFLSOHV DQG
DYDLODEOH VFLHQWLILF HYLGHQFH FLWHG WR VXSSRUW WKHP� 6HFRQG�
VFLHQWLILF HYLGHQFH PD\ EH GHULYHG IURP PLQRULW\ RU QRQ�
GRPLQDQW VFLHQWLILF H[SHUWV� EXW WKH HYLGHQFHPXVW UHSUHVHQW PRUH
WKDQ MXVW DQ RSLQLRQ DQG PXVW FRQVLVW RI D ERQD ILGH VFLHQWLILF ULVN
DVVHVVPHQW H[HUFLVH� 7KLUG� LQ GHWHUPLQLQJZKHWKHU D PHDVXUH LV
QHFHVVDU\ WR DFKLHYH D VWDWHG REMHFWLYH� WKH PHDVXUH PXVW
FRQWULEXWH VXEVWDQWLDOO\ WR WKH REMHFWLYH� $OWHUQDWLYHV ZLOO EH
GHHPHG DV ³UHDVRQDEO\ DYDLODEOH´ LI WKH\ SUDFWLFDOO\ VHUYH WKH
OHYHO RI KHDOWK SURWHFWLRQ FKRVHQ E\ D VWDWH DQG DUH QRW VLPSO\
DOWHUQDWLYHV ³LQ WKHRU\�´���

6FLHQFH LV WKH NH\ PHWULF LQ GHWHUPLQLQJ WKH QHFHVVLW\ RI DGGLWLRQDO KHDOWK
PHDVXUHV���� *RYHUQPHQWV VKRXOG GHIHU WR HSLGHPLRORJLVWV¶ MXGJPHQW FRQFHUQLQJ
VHWWOHG VFLHQFH� WKDW LV� LQ PDWWHUV ZKHUH D VFLHQWLILF FRQVHQVXV KDV EHHQ

��� )LGOHU 	 *RVWLQ� VXSUD QRWH ���� DW ��� )LGOHU� VXSUD QRWH ��� DW ���� 6HH 7KH :72
$JUHHPHQW RQ WKH $SSOLFDWLRQ RI 6DQLWDU\ DQG 3K\WRVDQLWDU\ 0HDVXUHV �636 $JUHHPHQW�� :25/'
75$'( 25*� DW DUW� ����� KWWSV���ZZZ�ZWR�RUJ�HQJOLVK�WUDWRSBH�VSVBH�VSVDJUBH�KWP �³0HPEHUV VKDOO
HQVXUH WKDW DQ\ VDQLWDU\ RU SK\WRVDQLWDU\ PHDVXUH LV DSSOLHG RQO\ WR WKH H[WHQW QHFHVVDU\ WR SURWHFW
KXPDQ� DQLPDO RU SODQW OLIH RU KHDOWK� LV EDVHG RQ VFLHQWLILF SULQFLSOHV DQG LV QRW PDLQWDLQHG ZLWKRXW
VXIILFLHQW VFLHQWLILF HYLGHQFH� H[FHSW DV SURYLGHG IRU LQ SDUDJUDSK � RI $UWLFOH ��´�� LG� DW DUW� �����
�³0HPEHUV VKDOO HQVXUH WKDW WKHLU VDQLWDU\ RU SK\WRVDQLWDU\ PHDVXUHV DUH EDVHG RQ DQ DVVHVVPHQW� DV
DSSURSULDWH WR WKH FLUFXPVWDQFHV� RI WKH ULVNV WR KXPDQ� DQLPDO RU SODQW OLIH RU KHDOWK� WDNLQJ LQWR
DFFRXQW ULVN DVVHVVPHQW WHFKQLTXHV GHYHORSHG E\ WKH UHOHYDQW LQWHUQDWLRQDO RUJDQL]DWLRQV�´��

��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ������ LG� DW ����� �³(YHQ LI QRW DQ DXWKRULWDWLYH
VRXUFH RI LQWHUSUHWDWLRQ� FDVH ODZ IURP WKH :72 PD\ SURYLGH LQYDOXDEOH LQVLJKW RU ORJLF� DQG LW
FHUWDLQO\ TXDOLILHV DV D VXSSOHPHQWDU\ PHDQV RI LQWHUSUHWDWLRQ � � � VLQFH :72 FDVH ODZ FRQVWLWXWHV DQ
DXWKRULWDWLYH H[SUHVVLRQ RI WKH REOLJDWLRQV LQ IRUFH IRU :72 PHPEHU � � � �´�� &DUROLQH )RVWHU�
-XVWLILHG %RUGHU &ORVXUHV 'R 1RW 9LRODWH WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ����� (-,/�7$/.�
�-XQH ��� ������ KWWSV���ZZZ�HMLOWDON�RUJ�MXVWLILHG�ERUGHU�FORVXUHV�GR�QRW�YLRODWH�WKH�LQWHUQDWLRQDO�
KHDOWK�UHJXODWLRQV����� �³7RJHWKHU WKH ,+5 DQG WKH 636 $JUHHPHQW IRUP WKH OHDGLQJ LQWHUQDWLRQDO
LQVWUXPHQWV RQ KHDOWK�EDVHG ERUGHU FORVXUHV� ZKHWKHU WR SHUVRQV RU WR JRRGV� +HOSIXO LQVLJKWV LQWR
KRZ WKH ,+5 PD\ IXQFWLRQ LQ UHODWLRQ WR ERUGHU FORVXUHV FDQ EH JDLQHG E\ UHDGLQJ WKH ,+5 LQ WKH
OLJKW RI WKH 636 $JUHHPHQW�´��

��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ������
��� )LGOHU� VXSUD QRWH ��� DW ����
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FRQVROLGDWHG� +RZHYHU� JRYHUQPHQWDO GHFLVLRQV DERXW ZKDW PHDVXUHV WR
LPSOHPHQW GXULQJ D SDQGHPLF RXWEUHDN DQG ZKHQ WR LPSOHPHQW WKHP DUH RIWHQ
PDGH LQ D FRQWH[W RI VFLHQWLILF XQFHUWDLQW\���� 7KLV LV HVSHFLDOO\ VR ZKHQ WKH QDWXUH
DQG GDQJHURXVQHVV RI WKH GLVHDVH DUH XQNQRZQ� WKH GHFLVLRQ�PDNLQJ SURFHVV LV
FORXGHG E\ LQWHUURJDWLRQV DERXW WKH LQFXEDWLRQ SHULRG� PRGH RI WUDQVPLVVLRQ�
IDWDOLW\ UDWH� HWF���� ,Q WKHVH FLUFXPVWDQFHV� WKH GHJUHH RI GHIHUHQFH RZHG WR
HSLGHPLRORJLVWV LV ORZHU GXH WR WKH DEVHQFH RI D UHOLDEOH VFLHQWLILF FRQVHQVXV����
6RPH DXWKRUV DUJXH WKDW &29,'��� LV RQH VXFK FDVH� WKDW LV� WKDW D VFLHQWLILF
FRQVHQVXV KDV QRW \HW EHHQ IRUPHG FRQFHUQLQJ WKH EHVW FRXUVH RI DFWLRQ���� 7KH
XUJHQF\ LQ ILQGLQJV DQVZHUV WR WKH FRURQDYLUXV HYHQ FKDQJHG WKH ZD\ VFLHQFH LV
GRQH����

*RYHUQPHQWV KDYH WR GHFLGH EDVHG RQ LQFRPSOHWH� WHQWDWLYH LQIRUPDWLRQ� QRW
PDWXUH VFLHQWLILF HYLGHQFH���� ,Q VXFK D WU\LQJ DQG XQFHUWDLQ FRQWH[W� LW LV RQO\ IDLU
WR FRQFHGHD FHUWDLQPHDVXUHRIGHIHUHQFHWR 6WDWHV¶ GHFLVLRQV DERXWZKDWPHDVXUHV
WKH\ GHHP QHFHVVDU\��� LQVWHDG RI LPPHGLDWHO\ DVVXPLQJ WKDW VXFK FKRLFHV DUH
XQVXEVWDQWLDWHG���� $FFRUGLQJ WR )RVWHU� WKH 636 $JUHHPHQW SURYLGHV XVHIXO
JXLGDQFH LQ WKLV UHJDUG DV LW JLYHV 6WDWHV JUHDWHU UHJXODWRU\ IUHHGRP LQ VLWXDWLRQV

��� *RVWLQ� VXSUD QRWH �� DW ���� *RVWLQ 	 %HUNPDQ� VXSUD QRWH ���� DW ���� :HLWXR =KDQJ 	
%L�\XQ 4LDQ�0DNLQJ 'HFLVLRQV WR 0LWLJDWH &29,'���ZLWK /LPLWHG .QRZOHGJH� /$1&(7 ,1)(&7,286
',6($6(6 � �$SU� �� ������ /HH HW DO�� VXSUD QRWH ��� DW �����

���'$9,(6� .$05$'7�6&277 	586+721� VXSUD QRWH ��� DW �������� 6XN� VXSUD QRWH ��� DW ��
.HQZLFN 	 6LPPRQV� VXSUD QRWH �� DW ��

��� 1HLO /HY\ 	 -XOLDQ 6DYXOHVFX� (SLVWHPLF 5HVSRQVLELOLW\ LQ WKH )DFH RI D 3DQGHPLF� � -� /�
	 %,26&,(1&(6 �� � �������

��� ,G� DW �� ,G� �³)RU WKRVH GHFLVLRQ�PDNHUV ZKR PXVW VHWWOH SROLF\� >&29,'���@ LV D SHUIHFW
HSLVWHPLF VWRUP�´�� VHH DOVR )RVWHU� VXSUD QRWH ����

��� (G <RQJ� +RZ 6FLHQFH %HDW WKH 9LUXV� $QG :KDW LW /RVW LQ WKH 3URFHVV � $7/$17,& �'HF�
��� ������ KWWSV���ZZZ�WKHDWODQWLF�FRP�PDJD]LQH�DUFKLYH���������VFLHQFH�FRYLG����PDQKDWWDQ�
SURMHFW��������

��� 7KH UXVK LQ ILQGLQJ DQVZHUV PD\ HYHQ FRPSURPLVH WKH FUHGLELOLW\ RI UHVHDUFK RXWFRPHV�
ZLWK VRPH VFKRODUO\ SDSHUV EHLQJ ZLWKGUDZQ DIWHU WKHLU IUDJLOLWLHV KDG EHHQ H[SRVHG� 6HH -RKQ
,RDQQLGLV� &RURQDYLUXV 'LVHDVH ����� 7KH +DUPV RI ([DJJHUDWHG ,QIRUPDWLRQ DQG 1RQ�(YLGHQFH�
%DVHG 0HDVXUHV� �� (85� -� &/,1,&$/ ,19(67,*$7,21 � �������

���$QWRQLR &RFR 	 7DOLWD GH 6RX]D 'LDV� 3UHYHQW� 5HVSRQG� &RRSHUDWH� 6WDWHV¶ 'XH 'LOLJHQFH
'XWLHV 9LV�j�9LV WKH &29,'��� 3DQGHPLF� �� -� ,17¶/ +80$1,7$5,$1 /(*$/ 678'� ���� ��� �������
-RDQ +DUWPDQ� 'HURJDWLRQ IURP +XPDQ 5LJKWV 7UHDWLHV LQ 3XEOLF (PHUJHQFLHV²$ &ULWLTXH RI
,PSOHPHQWDWLRQ E\ WKH (XURSHDQ &RPPLVVLRQ DQG &RXUW RI +XPDQ 5LJKWV DQG WKH +XPDQ 5LJKWV
&RPPLWWHH RI WKH 8QLWHG 1DWLRQV� �� +$59� ,17¶/ /�-� �� � ������� VHH DOVR (YDQ &ULGGOH� 3URWHFWLQJ
+XPDQ 5LJKWV 'XULQJ (PHUJHQFLHV� 'HOHJDWLRQ� 'HURJDWLRQ� DQG 'HIHUHQFH� LQ 1(7+(5/$1'6
<($5%22. 2) ,17(51$7,21$/ /$: �(YDQ &ULGGOH HG�� ������ 0RUH JHQHUDOO\� VHH $QGUHZ /HJJ�
7+( 0$5*,1 2) $335(&,$7,21 ,1 ,17(51$7,21$/ +80$1 5,*+76 /$:� '()(5(1&( $1'
3523257,21$/,7< �������

��� &LQG\ 1HOVRQ� $Q 8QQHFHVVDU\ 6DFULILFH� 5HVWULFWLRQV RQ WKH 5LJKW RI )UHHGRP RI
0RYHPHQW LQ DQ (IIRUW WR (VWDEOLVK DQ (IIHFWLYH *OREDO $,'6 3ROLF\� �� ',&.� -� ,17¶/ /� ���� ���
������� YRQ 7LJHUVWURP 	:LOVRQ� VXSUD QRWH ��� DW �� YRQ %RJGDQG\ 	 9LOODUUHDO� VXSUD QRWH ��� DW
���
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RI VFLHQWLILF XQFHUWDLQW\ WKDQ WKH ,+5����
7KLV FRQWH[W RI GRXEW PD\ DOVR LQFUHDVH WKH UHOHYDQFH RI WKH SUHFDXWLRQDU\

SULQFLSOH� IUHTXHQWO\ LQYRNHG LQ VLWXDWLRQV RI VFLHQWLILF XQFHUWDLQW\� QDPHO\ LQ WKH
ILHOG RI HQYLURQPHQWDO SROLF\PDNLQJ���� :LWKRXW RIIHULQJ D WHFKQLFDO GHOLQHDWLRQ
RI WKH FRQFHSW���� WKH (XURSHDQ&RPPLVVLRQ VWDWHG WKDW LW LV DSSOLFDEOH LQ ³WKRVH
VSHFLILF FLUFXPVWDQFHVZKHUH VFLHQWLILF HYLGHQFH LV LQVXIILFLHQW� LQFRQFOXVLYH>�@ RU
XQFHUWDLQ DQG WKHUH DUH LQGLFDWLRQV WKURXJK SUHOLPLQDU\ REMHFWLYH VFLHQWLILF
HYDOXDWLRQ WKDW WKHUH DUH UHDVRQDEOH JURXQGV IRU FRQFHUQ WKDW WKH SRWHQWLDOO\
GDQJHURXV HIIHFWV RQ WKH HQYLURQPHQW� KXPDQ� DQLPDO RU SODQW KHDOWK PD\ EH
LQFRQVLVWHQW ZLWK WKH FKRVHQ OHYHO RI SURWHFWLRQ�́ ��� (YHQ LI QRW H[SUHVVO\ QDPHG�
WKH SULQFLSOH KDV LPSOLFLWO\ VWHHUHG VRPH SXEOLF PHDVXUHV GHSOR\HG LQ WKH FRQWH[W
RI SDQGHPLFV���� IRU LQVWDQFH� MXVWLI\LQJ WKH LPSOHPHQWDWLRQ RI ORFNGRZQV GXULQJ
&29,'������� ,W KDV EHHQ DUJXHG WKDW WKH VDPH DSSURDFK FDQ EH WDNHQ UHJDUGLQJ
WUDYHO EDQV����

7KH ,+5 DFNQRZOHGJH WKDW LQ VRPH FDVHV� DYDLODEOH VFLHQWLILF HYLGHQFH LV
LQVXIILFLHQW� ,Q VXFK VLWXDWLRQV� JRYHUQPHQWV PD\ LQVWHDG UHIHU WR WKH DYDLODEOH
LQIRUPDWLRQ IURP:+2 DQG RWKHU UHOHYDQW LQWHUJRYHUQPHQWDO RUJDQL]DWLRQV DQG
LQWHUQDWLRQDO ERGLHV���� +RZHYHU� WKH UHJXODWLRQV GR QRW FODULI\ ZKDW OHYHO RI
VFLHQWLILF HYLGHQFH RU LQIRUPDWLRQ TXDOLILHV DV VXIILFLHQW���� $FFRUGLQJ WR WKH
6WHOOHQERVFK &RQVHQVXV� DGGLWLRQDO PHDVXUHV PD\ QRW EH EDVHG RQ HYLGHQFH
�EHFDXVH LW LV QRW DYDLODEOH� EXW FDQQRW EH WRWDOO\ XQVFLHQWLILF� ³>$@ SURFHVV RI ULVN
DVVHVVPHQW LV QRW PHUHO\ D IRUPDOLW\� VWDWHV FDQ HUU RQ WKH VLGH RI FDXWLRQ GXULQJ

��� )RVWHU� VXSUD QRWH ����
��� /DZUHQFH *RVWLQ 	 -DPHV +RGJH -U�� 8�6� (PHUJHQF\ /HJDO 5HVSRQVHV WR 1RYHO

&RURQDYLUXV� %DODQFLQJ 3XEOLF +HDOWK DQG &LYLO /LEHUWLHV� ��� -� $0� 0('� $66¶1 ����� ����
������� 6HH� H�J�� -$&48(/,1( 3((/� 7+( 35(&$87,21$5< 35,1&,3/( ,1 35$&7,&(� (19,5210(17$/
'(&,6,21�0$.,1* $1' 6&,(17,),& 81&(57$,17< ������� %,2',9(56,7< $1' 7+( 35(&$87,21$5<
35,1&,3/(� 5,6. $1' 81&(57$,17< ,1 &216(59$7,21 $1' 6867$,1$%/( 86( �5RVLH &RRQH\ 	
%DUQH\ 'LFNVRQ HG�� ������

��� 6HH -2$.,0 =$1'(5� 7+( $33/,&$7,21 2) 7+( 35(&$87,21$5< 35,1&3/( ,1 35$&7,&(�
&203$5$7,9( ',0(16,216 ����� ������ �GLVFXVVLQJ VHYHUDO DWWHPSWV DW D GHILQLWLRQ��

��� &RPPXQLFDWLRQ IURP WKH &RPPLVVLRQ RQ WKH 3UHFDXWLRQDU\ 3ULQFLSOH� (85� &200¶1 �)HE�
�� ������ KWWSV���RS�HXURSD�HX�HQ�SXEOLFDWLRQ�GHWDLO���SXEOLFDWLRQ����������D��I������E����DHE
��I��F��D�ODQJXDJH�HQ�

��� *RVWLQ� %D\HU 	 )DLUFKLOG� VXSUD QRWH ��� DW �����
��� /HY\ 	 6DYXOHVFX� VXSUD QRWH ���� DW ��
��� )RVWHU� VXSUD QRWH ����
��� ,+5� VXSUD QRWH �� DW DUW� �����E� $V QRWHG LQ WKH 6WHOOHQERVFK &RQVHQVXV� WKH ZRUG

³FRPSHWHQW´ LV XVHG LQ WKH )UHQFK YHUVLRQ RI WKH ,+5 LQVWHDG RI WKH )UHQFK HTXLYDOHQW IRU ³UHOHYDQW�´
%HFDXVH WKH WZR FRQFHSWV GR QRW KDYH LQWHUFKDQJHDEOH PHDQLQJV� LW LV SUHIHUDEOH WR IDYRU WKH WHUP
³FRPSHWHQW�´ WKDW LV� WR XQGHUVWDQG WKLV SURYLVLRQ DV UHIHUULQJ WR LQWHUQDWLRQDO RUJDQL]DWLRQV RU ERGLHV
WKDW KDYH WKH PDQGDWH DQG DELOLW\ �VXFK DV WKH VFLHQWLILF H[SHUWLVH DQG WHFKQLFDO UHVRXUFHV� WR LVVXH
VXFK LQIRUPDWLRQ� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ����� �RIIHULQJ D OLVW RI RUJDQL]DWLRQV
WKDW PD\ EH FRQVLGHUHG FRPSHWHQW IRU WKH SXUSRVHV RI WKLV SURYLVLRQ��

��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ���
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ULVN DVVHVVPHQW� EXW WKH H[HUFLVH RI ULVN DVVHVVPHQW LWVHOI � � � PXVW EH XQGHUWDNHQ
DQG PXVW ZLWKVWDQG VFLHQWLILF VFUXWLQ\�́ ��� 7KH DXWKRUV RI WKH &RQVHQVXV FRQFOXGH�

$W PLQLPXP� WKHUH VKRXOG EH D UDWLRQDO DQG SURSRUWLRQDO
FRQQHFWLRQ EHWZHHQ WKH OHJLWLPDWH DLP WKDW WKH DGGLWLRQDO KHDOWK
PHDVXUH LV VHHNLQJ WR DGGUHVV DQG WKH VFLHQWLILF HYLGHQFH
XQGHUSLQQLQJ WKH GHFLVLRQ WR LPSOHPHQW WKH KHDOWK PHDVXUH� 6XFK
VFLHQWLILF HYLGHQFH QHHG QRW EH WKHPRQROLWKLF YLHZRU RSLQLRQ RI
DOO VFLHQWLVWV EXW PXVW ZLWKVWDQG VFLHQWLILF VFUXWLQ\ LQ WKH
GLVFLSOLQH RI SXEOLF KHDOWK����

7KH FUX[ RI WKH TXHVWLRQ LV WKXV WKH IROORZLQJ� LV WKHUH D UDWLRQDO FRQQHFWLRQ
EHWZHHQ WUDYHO EDQV DQG WKH UHGXFWLRQ RI FRQWDJLRQ" ,QIHFWLRXV GLVHDVHV QHHG WR
PRYH WR SURSDJDWH���� +HQFH� FRPPRQ VHQVH VHHPV WR GLFWDWH WKDW LI \RX SUHYHQW
SHRSOH IURP PRYLQJ� \RX UHGXFH WKH PRELOLW\ RI WKH YLUXV DQG WKHUHE\ WKH VSUHDG
RI WKH FRQWDJLRQ� +RZHYHU� WKH HSLGHPLRORJLFDO UHDOLW\ LV QRW VR EODFN DQGZKLWH�

1HZ =HDODQG� RQH RI WKH FRXQWULHV WKDW LPSOHPHQWHG VWULFW WUDYHO UHVWULFWLRQV�
SUHVHQWHG VHYHUDO SXEOLF KHDOWK UDWLRQDOHV WKDW PD\ DSSO\ GXULQJ WKH LQLWLDO VWDJHV
RI WKH SDQGHPLF �QLFNQDPHG ³NHHS LW RXW´ DQG ³VWDPS LW RXW´ SKDVHV��

�� 2SSRUWXQLW\ WR EHWWHU XQGHUVWDQG WKH QDWXUH RI WKH SDQGHPLF
DQG LWV KHDOWK LPSDFW WR DVVHVV D SURSRUWLRQDWH UHVSRQVH� 7KLV
SDUWLFXODUO\ DSSOLHV WR QRYHO DJHQWV ZKHUH NH\ FKDUDFWHULVWLFV
DUH XQNQRZQ �IDU PRUH UDSLG GHFLVLRQV ZLOO EH SRVVLEOH IRU
ZHOO FKDUDFWHULVHG LQIHFWLRXV DJHQWV�

�� 2SSRUWXQLW\ WR GHFLGH ZKHWKHU D FRPELQDWLRQ RI ERUGHU
FRQWUROV PD\ EH VXIILFLHQW WR HQWLUHO\ H[FOXGH D SDQGHPLF
IURP D FRXQWU\ RU UHJLRQ

�� 2SSRUWXQLW\ WR SXVKWKH SHULRGRIPD[LPXP WUDQVPLVVLRQLQWR
D VHDVRQ ZLWK OHVV UHVSLUDWRU\ SDWKRJHQ WUDQVPLVVLRQ � � �

�� 2SSRUWXQLW\ WR LPSURYH RUJDQLVDWLRQ RI KHDOWKFDUH VHUYLFHV WR
PD[LPLVH HIIHFWLYHQHVV DQG HQVXUH LQIHFWLRQ FRQWURO

�� 2SSRUWXQLW\ WR EXLOG WUXVW ZLWK KHDOWK DXWKRULWLHV DQG EHWWHU
SUHSDUH WKH SRSXODWLRQ SV\FKRORJLFDOO\� LQFOXGLQJ IRU VHYHUH

��� ,G� DW ���
��� ,G� DW ���
��� 7LP &UHVVZHOO� 9DOXLQJ 0RELOLW\ LQ D 3RVW &29,'���:RUOG� �� 02%,/,7,(6 �� � �������
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RXWFRPHV DQG SRWHQWLDOO\ IRU GLIILFXOW UDWLRQLQJ GHFLVLRQV

�� 2SSRUWXQLW\ IRU GHYHORSPHQW� SURGXFWLRQ� DQG GLVWULEXWLRQ RI
YDFFLQH

�� 2SSRUWXQLW\ IRU HYROXWLRQDU\ SURFHVVHV WR UHGXFH VHYHULW\ RI
D QRYHO LQIHFWLRXV DJHQW���

7UDYHO UHVWULFWLRQV DQG RXWULJKW HQWU\ EDQVPD\ EH HIIHFWLYHZKHQ WKH UDWH RI
WUDQVPLVVLRQ LQVLGH WKH FRXQWU\ LV VWLOO YHU\ ORZ���� +RZHYHU� LI ORFDO QXPEHUV DUH
DOUHDG\ DW D KLJK OHYHO� WUDYHO EDQV EHFRPH OHVV HIIHFWLYH���� 7KH SDUWLFXODU
FLUFXPVWDQFHV RI WKH FDVH VKRXOG EH FRQVLGHUHG� QDPHO\ WKH UDWH RI ORFDO
WUDQVPLVVLRQ� WKH UDWH RI WUDQVPLVVLRQ LQ VRXUFH FRXQWULHV� DQG WKH QXPEHU RI
WUDYHOHUV HQWHULQJ WKH UHVSHFWLYH FRXQWU\���� 7KHVH PHDVXUHV PD\ZRUN EHWWHU� IRU
LQVWDQFH� LQ WKH FRQWH[W RI LVODQG QDWLRQV����

:KLOH VWDWHV HQMR\ VRPH PDUJLQ RI DSSUHFLDWLRQ WR DGMXVW PHDVXUHV WR WKHLU
SDUWLFXODU FRQWH[W� WUDYHO EDQV DQG RWKHU PHDVXUHVPXVW EH LQ OLQH ZLWK WKH SXEOLF
KHDOWK FRQVLGHUDWLRQV WKDW XQGHUSLQ WKH ,+5���� ,I WKH FRQWDJLRQ LV DOUHDG\
VSUHDGLQJ ORFDOO\� KRZFDQ RQH FODLP WKDW WUDYHO EDQV ³FRQWULEXWH VXEVWDQWLDOO\´ WR
WKHLU VWDWHG REMHFWLYH"��� $QG LI WKH SXUSRVH RI HQWU\ EDQV LV WR ³NHHS WKH GLVHDVH
RXW�´ ZKDW LV WKH KHDOWK UDWLRQDOH RI H[LW EDQV" 7KHVHPHDVXUHV VHHP KDUG WR MXVWLI\
ZKHQ ERUGHU FORVXUH LV QRUPDOO\ SHUFHLYHG DV D ZD\ WR ³NHHS WKH LOO RXW�´ :HUH
FRXQWULHV WKDW DGRSWHG H[LW EDQV GRLQJ LW RXW RI DOWUXLVP IRU RWKHU 6WDWHV DQG WKHLU
SRSXODWLRQV"

:+2 UHFHQWO\ VWDWHG WKDW SXEOLF KHDOWK PHDVXUHV PD\ UHGXFH ULVN EXW QRW
DFKLHYH D ³]HUR ULVN�́ DUJXLQJ WKDW D ³ULVN�EDVHG DSSURDFK WR LQWHUQDWLRQDO WUDYHO LV
QHHGHG�́ ��� 7KH SUREOHP LV WKDW HQWU\ EDQV WUHDW WUDYHOHUV DV D ULVN WKDW FDQQRW EH

��� :LOVRQ� %DUQDUG 	 %DNHU� VXSUD QRWH ���� DW ��
��� /LQGVD\ :LOH\� 3XEOLF +HDOWK /DZ DQG 6FLHQFH LQ WKH &RPPXQLW\ 0LWLJDWLRQ 6WUDWHJ\ IRU

&RYLG���� -� /� 	 %,26&,(1&(6 �� � ������� 5XVVHOO HW DO�� VXSUD QRWH ��� DW H��� .RRSPDQV� VXSUD
QRWH ���� DW ���

��� 5XVVHOO HW DO�� VXSUD QRWH ��� DW H��� 7KH 8QLWHG 6WDWHV RI $PHULFD� IRU H[DPSOH� FORVHG LWV
ERUGHUV WR WUDYHOHUV IURP WKH (XURSHDQ 8QLRQ HYHQ WKRXJK LWV LQIHFWLRQ UDWH ZDV KLJKHU� 6HH
/XWWHUEHFN� VXSUD QRWH ��� DW ���

��� 5XVVHOO HW DO�� VXSUD QRWH ��� DW H���H��� H���
��� 0DWW %R\G HW DO�� 3URWHFWLQJ DQ ,VODQG 1DWLRQ IURP ([WUHPH 3DQGHPLF 7KUHDWV� 3URRI�RI�

&RQFHSW $URXQG %RUGHU &ORVXUH DV DQ ,QWHUYHQWLRQ� �� 3/26 21( �� �� �������
��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ���
��� ,G� DW ��� YRQ 7LJHUVWURP 	:LOVRQ� VXSUD QRWH ��� DW � �³$Q\ W\SH RI UHVWULFWLRQ WKDW WDUJHWV

VSHFLILF FRXQWULHV EHFRPHV LQFUHDVLQJO\ GLIILFXOW WR MXVWLI\ RQFH RWKHU FRXQWULHV EHJLQ UHSRUWLQJ
VLPLODU RU ODUJHU QXPEHUV RI FDVHV�´��

��� &RQVLGHUDWLRQV IRU ,PSOHPHQWLQJ D 5LVN�EDVHG $SSURDFK WR ,QWHUQDWLRQDO 7UDYHO LQ WKH
&RQWH[W RI &29,'���� :25/' +($/7+ 25*� � �'HF� ��� ������
KWWSV���ZZZ�ZKR�LQW�SXEOLFDWLRQV�L�LWHP�:+2������Q&R9�5LVN�EDVHG�LQWHUQDWLRQDO�WUDYHO��������
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WROHUDWHG� $JDLQ� FLWLQJ:+2� ³>L@QWHUQDWLRQDO WUDYHOOHUV VKRXOG QRW EH FDWHJRUL]HG
DV VXVSHFWHG&29,'��� FDVHV�´���

&� 3URSRUWLRQDOLW\

7KH QHFHVVLW\ WHVW LV FORVHO\ DVVRFLDWHGZLWK DQ HOHPHQW RI SURSRUWLRQDOLW\� 2Q
OLPLWDWLRQV� *HQHUDO &RPPHQW 1R� �� VWDWHV����

��� 5HVWULFWLYH PHDVXUHV PXVW FRQIRUP WR WKH SULQFLSOH RI
SURSRUWLRQDOLW\� WKH\ PXVW EH DSSURSULDWH WR DFKLHYH WKHLU
SURWHFWLYH IXQFWLRQ� WKH\ PXVW EH WKH OHDVW LQWUXVLYH
LQVWUXPHQW DPRQJVW WKRVH ZKLFK PLJKW DFKLHYH WKH
GHVLUHG UHVXOW� DQG WKH\ PXVW EH SURSRUWLRQDWH WR WKH
LQWHUHVW WR EH SURWHFWHG�

��� 7KH SULQFLSOH RI SURSRUWLRQDOLW\ KDV WR EH UHVSHFWHG QRW
RQO\ LQ WKH ODZ WKDW IUDPHV WKHUHVWULFWLRQV�EXW DOVR E\WKH
DGPLQLVWUDWLYH DQG MXGLFLDO DXWKRULWLHV LQ DSSO\LQJ WKH
ODZ� 6WDWHV VKRXOG HQVXUH WKDW DQ\ SURFHHGLQJV UHODWLQJ WR
WKH H[HUFLVH RU UHVWULFWLRQ RI WKHVH ULJKWV DUH H[SHGLWLRXV
DQG WKDW UHDVRQV IRU WKH DSSOLFDWLRQ RI UHVWULFWLYH
PHDVXUHV DUH SURYLGHG�

��� 6WDWHV KDYH RIWHQ IDLOHG WR VKRZ WKDW WKH DSSOLFDWLRQ RI
WKHLU ODZV UHVWULFWLQJ WKH ULJKWV HQVKULQHG LQ >$@UWLFOH ���
SDUDJUDSKV � DQG �� DUH LQ FRQIRUPLW\ ZLWK DOO
UHTXLUHPHQWV UHIHUUHG WR LQ >$@UWLFOH ��� SDUDJUDSK �� 7KH
DSSOLFDWLRQ RI UHVWULFWLRQV LQ DQ\ LQGLYLGXDO FDVHPXVW EH
EDVHG RQ FOHDU OHJDO JURXQGV DQG PHHW WKH WHVW RI
QHFHVVLW\ DQG WKH UHTXLUHPHQWV RI SURSRUWLRQDOLW\�

$FFRUGLQJ WR WKH 6LUDFXVD 3ULQFLSOHV� ³>L@Q DSSO\LQJ D OLPLWDWLRQ� D VWDWH VKDOO
XVH QR PRUH UHVWULFWLYH PHDQV WKDQ DUH UHTXLUHG IRU WKH DFKLHYHPHQW RI WKH SXUSRVH
RI WKH OLPLWDWLRQ�´��� ,Q DGGLWLRQ� ZKHQ OLPLWLQJ FHUWDLQ ULJKWV RQ SXEOLF KHDOWK
JURXQGV� ³>G@XH UHJDUG VKDOO EH KDG WR WKH LQWHUQDWLRQDO KHDOWK UHJXODWLRQV RI WKH
:RUOG+HDOWK2UJDQL]DWLRQ�´��� $JDLQ�:+2¶V UHFRPPHQGDWLRQV DUH DQ LPSRUWDQW
SDUDPHWHU WR FRQVLGHU ZKHQ FRQGXFWLQJ WKH SURSRUWLRQDOLW\ WHVW����

��� ,G� DW ��
��� *HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI 0RYHPHQW�� VXSUD QRWH ���� �� ������
��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� ,G� DW � ���
��� 9RQ %RJGDQG\ 	 9LOODUUHDO� VXSUD QRWH ��� DW ���
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5HJDUGLQJ GHURJDWLRQV IURP WKH ,&&35� VXFK GHURJDWLRQV DUH DOVR VXEMHFW WR
D UHTXLUHPHQW RI SURSRUWLRQDOLW\� ,Q LWV VWDWHPHQW RQ ,&&35 GHURJDWLRQV UHODWHG WR
&29,'���� WKH +XPDQ 5LJKWV &RPPLWWHH KLJKOLJKWHG WKDW DQ\ GHURJDWLQJ
PHDVXUH VKRXOG EH VWULFWO\ QHFHVVDU\ DQG SURSRUWLRQDO���� ,Q OLQH ZLWK WKH ,&&35¶V
SUHIHUHQFH IRU OLPLWDWLRQV RYHU GHURJDWLRQV���� WKH &RPPLWWHH DOVR PDGH WKH
IROORZLQJ UHFRPPHQGDWLRQV�

:KHUH SRVVLEOH� DQG LQ YLHZ RI WKH QHHG WR SURWHFW WKH OLIH DQG
KHDOWK RI RWKHUV� 6WDWHV SDUWLHV VKRXOG UHSODFH&29,'����UHODWHG
PHDVXUHV WKDW SURKLELW DFWLYLWLHV UHOHYDQW WR WKH HQMR\PHQW RI
ULJKWV XQGHU WKH&RYHQDQWZLWK OHVV UHVWULFWLYHPHDVXUHV WKDW DOORZ
VXFK DFWLYLWLHV WR EH FRQGXFWHG� ZKLOH VXEMHFWLQJ WKHP DV
QHFHVVDU\ WR SXEOLF KHDOWK UHTXLUHPHQWV� VXFK DV SK\VLFDO
GLVWDQFLQJ�

6WDWHV SDUWLHV VKRXOG QRW GHURJDWH IURP&RYHQDQW ULJKWV RU UHO\ RQ
D GHURJDWLRQ PDGHZKHQ WKH\ DUH DEOH WR DWWDLQ WKHLU SXEOLF KHDOWK
RU RWKHU SXEOLF SROLF\ REMHFWLYHV E\ LQYRNLQJ WKH SRVVLELOLW\ WR
UHVWULFW FHUWDLQ ULJKWV����

7XUQLQJ WR WKH ,+5� WKH\ DOVR UHFRJQL]H WKH SULQFLSOH RI SURSRUWLRQDOLW\ LQ
$UWLFOH ������ $UWLFOH ����� UHTXLUHV WKDW DGGLWLRQDO KHDOWKPHDVXUHV ³QRW EH PRUH
UHVWULFWLYH RI LQWHUQDWLRQDO WUDIILF DQG QRWPRUH LQYDVLYHRU LQWUXVLYH WR SHUVRQV WKDQ
UHDVRQDEO\ DYDLODEOH DOWHUQDWLYHV WKDWZRXOGDFKLHYHWKH DSSURSULDWHOHYHORI KHDOWK
SURWHFWLRQ�´��� $JDLQ� WKH ,+5 DUH DOLJQHG ZLWK WKH ORJLF RI LQWHUQDWLRQDO KXPDQ
ULJKWV ODZ DQG WKH 636 $JUHHPHQW� DOO WKHVH LQVWUXPHQWV UHTXLUH WKDW WKH
LPSOHPHQWHG PHDVXUHV QRW EH PRUH UHVWULFWLYH WKDQ UHDVRQDEO\ DYDLODEOH
DOWHUQDWLYHV����

$SURSRV WKH SULQFLSOH RI SURSRUWLRQDOLW\� :+2 VWDWHV WKDW ³JRYHUQPHQWV
VKRXOG HQVXUH WKHUH LV D UHDVRQDEOH ILW EHWZHHQ WKH FRHUFLYH PHDVXUHV LPSRVHG DQG
WKH SXEOLF KHDOWK EHQHILW WKH\ VHHN WR DFKLHYH´ DQG WKDW ³VSHFLILF PHDVXUHV WDNHQ

��� 6WDWHPHQW RQ'HURJDWLRQV IURP WKH &RYHQDQW LQ &RQQHFWLRQ ZLWK WKH &29,'��� 3DQGHPLF�
+80� 576� &200� � �� E �$SU� ��� ������
KWWSV���ZZZ�RKFKU�RUJ�'RFXPHQWV�+5%RGLHV�&&35�&29,'VWDWHPHQW(1�SGI�

��� *HQHUDO &RPPHQW 1R� ��� 'HURJDWLRQV 'XULQJ D 6WDWH RI (PHUJHQF\� VXSUD QRWH ���� DW
� � �³,Q WKH RSLQLRQ RI WKH &RPPLWWHH� WKH SRVVLELOLW\ RI UHVWULFWLQJ FHUWDLQ &RYHQDQW ULJKWV XQGHU WKH
WHUPV RI� IRU LQVWDQFH� IUHHGRP RI PRYHPHQW �>$@UW� ��� RU IUHHGRP RI DVVHPEO\ �>$@UW� ��� LV
JHQHUDOO\ VXIILFLHQW GXULQJ VXFK VLWXDWLRQV DQG QR GHURJDWLRQ IURP WKH SURYLVLRQV LQ TXHVWLRQ ZRXOG
EH MXVWLILHG E\ WKH H[LJHQFLHV RI WKH VLWXDWLRQ�´��

���+80� 576� &200�� VXSUD QRWH ���� DW � �� E� F�
��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ���
��� )LGOHU� VXSUD QRWH ��� DW ����
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PXVW EH DSSURSULDWH WR SUHYHQW RU UHGXFH WKH WKUHDW�´��� 6SHFLILFDOO\ UHJDUGLQJ
UHVWULFWLRQV WR IUHHGRP RI PRYHPHQW� :+2 DGGV�

$Q\ UHVWULFWLRQV RQ IUHHGRPRI PRYHPHQW VKRXOG EH GHVLJQHG DQG
LPSOHPHQWHG LQ D PDQQHU WKDW LPSRVHV WKH IHZHVW FRQVWUDLQWV
UHDVRQDEO\ SRVVLEOH� *UHDWHU UHVWULFWLRQV VKRXOG EH LPSRVHG RQO\
ZKHQ WKHUH DUH VWURQJ JURXQGV WR EHOLHYH WKDW OHVV UHVWULFWLYH
PHDVXUHV DUH XQOLNHO\ WR DFKLHYH LPSRUWDQW SXEOLF KHDOWK JRDOV�
)RU H[DPSOH� UHTXHVWV IRU YROXQWDU\ FRRSHUDWLRQ DUH JHQHUDOO\
SUHIHUDEOH WR SXEOLF KHDOWK PDQGDWHV HQIRUFHG E\ ODZ RU PLOLWDU\
DXWKRULWLHV����

6D\LQJWKDW DGGLWLRQDOKHDOWKPHDVXUHVVKRXOG EH SURSRUWLRQDOPHDQV WKDW WKH\
PXVW EH FDOLEUDWHG WR WKH ULVN SRVHG� ,Q WKH ZRUGV RI D OHDGLQJ H[SHUW�

,QWHUYHQWLRQV VKRXOG EH WKH OHDVW UHVWULFWLYH DOWHUQDWLYH QHFHVVDU\
WR SUHYHQW RU DPHOLRUDWH WKH KHDOWK WKUHDW� 5HTXLULQJ WKH OHDVW
UHVWULFWLYH�LQWUXVLYH DOWHUQDWLYH UHSUHVHQWV D PHDQV WR LPSRVH
OLPLWV RQ VWDWH LQWHUYHQWLRQV FRQVLVWHQW ZLWK WKH WUDGLWLRQV RI
SULYDF\� IUHHGRP RI DVVRFLDWLRQ� DQG LQGLYLGXDO OLEHUWLHV� 7KH
VWDQGDUG GRHV QRW UHTXLUH RIILFLDOV WR XWLOL]H OHVV�WKDQ�RSWLPDO
LQWHUYHQWLRQV� +RZHYHU� WKH\ PXVW FKRRVH WKH OHDVW LQWUXVLYH
DOWHUQDWLYH WKDW FDQ EHVW DFKLHYH WKH KHDOWK REMHFWLYH����

7KLV EHJV WKH TXHVWLRQ RIZKHWKHU WKHUHZHUH UHDVRQDEO\ DYDLODEOH DOWHUQDWLYHV
WR WUDYHO EDQV WKDW ZRXOG DFKLHYH WKH DSSURSULDWH OHYHO RI KHDOWK SURWHFWLRQ� $Q
DOWHUQDWLYH LV ³UHDVRQDEO\ DYDLODEOH´ ZKHQ LW DFKLHYHV LQ SUDFWLFH WKH VDPH OHYHO RI
KHDOWK SURWHFWLRQ DLPHG E\ D 6WDWH���� :KHQ FKRRVLQJZKLFK PHDVXUHV WR DGRSW�
6WDWHV ZLOO QDWXUDOO\ FRPSDUH WKH FRVWV RI GLIIHUHQW DYDLODEOH PHDVXUHV� -XVW
EHFDXVH D PHDVXUH LV FKHDS WR LPSOHPHQW �RU� WR SXW LW GLIIHUHQWO\� WKDW DOWHUQDWLYHV
DUH FRVWOLHU� GRHV QRW PHDQ LW LV HIIHFWLYH²DQG WKXV MXVWLILHG���� 1DWXUDOO\� WKH
VSHFLILF FRQWH[W DQG FDSDFLW\RI FRXQWULHV WR GHDOZLWK WKH SDQGHPLFPD\EH D IDFWRU
WR FRQVLGHU����

���:25/' +($/7+ 25*�� VXSUD QRWH ��� DW ���
���:25/' +($/7+ 25*�� VXSUD QRWH ���� DW ���
��� *RVWLQ� VXSUD QRWH �� DW ����
��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW �� �GUDZLQJ RQ WKH :72 FDVH ODZ��
��� :25/' +($/7+ 25*�� VXSUD QRWH ����� DW ��� VHH DOVR *RVWLQ� VXSUD QRWH �� DW ����

$FFRUGLQJ WR WKH 6LUDFXVD 3ULQFLSOHV� ³>H@FRQRPLF GLIILFXOWLHV SHU VH FDQQRW MXVWLI\ GHURJDWLRQ
PHDVXUHV�´ 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���

��� 9RQ 7LJHUVWURP 	 :LOVRQ� VXSUD QRWH ��� DW �� -D\D 5DPML�1RJDOHV 	 ,ULV *ROGQHU /DQJ�
)UHHGRP RI 0RYHPHQW� 0LJUDWLRQ� DQG %RUGHUV� �� -� +80� 576� ���� DW ��� �������
KWWSV���ZZZ�WDQGIRQOLQH�FRP�GRL�IXOO������������������������������
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7KH JRDO RI WKH ,+5 LV WR DFKLHYH DQ DSSURSULDWH OHYHO RI SURWHFWLRQ DJDLQVW
WKH SDQGHPLF ZLWK PLQLPXP LQWHUIHUHQFH ZLWK LQWHUQDWLRQDO WUDYHO� +RZ WR
RSHUDWLRQDOL]HWKLV UHTXLUHPHQW LV QRWFOHDU� QRU LV WKH GHILQLWLRQ RI DQ ³DSSURSULDWH´
OHYHORI SURWHFWLRQ���� $V\PSWRPDWLF LQGLYLGXDOV DUH DPDMRU FRQFHUQDV WKH\UHYHDO
QR V\PSWRPV DQG WKHUHIRUHPD\JR XQGLDJQRVHGE\ KHDOWK VXUYHLOODQFH V\VWHPV����
7UDYHO EDQV DUH LPSRVHG EOLQGO\� HVSHFLDOO\ RQFH UHOLDEOH WHVWV DUH DYDLODEOH� DQG
VHHP WR SUHVXPH WKDW HYHU\ LQWHUQDWLRQDO WUDYHOHU LV DQ DV\PSWRPDWLF FDUULHU RI WKH
GLVHDVHZKHQ� VWDWLVWLFDOO\� WKDW LV QRW WKHFDVH�5HJDUGOHVVRIZKHWKHU WKH LQGLYLGXDO
LQGHHG UHSUHVHQWV ³DFWXDO� FOHDU� SUHVHQW� RU LPPLQHQW GDQJHU´ WR SXEOLF KHDOWK �WR
ERUURZ IURP WKH ODQJXDJH RI WKH 6LUDFXVD 3ULQFLSOHV����� KLV IUHHGRPRI PRYHPHQW
LV VXSSUHVVHG� $V DUJXHG E\ RQH DXWKRU� ³UHVWULFWLRQV VKRXOG EH DSSOLHG RQO\ WR
SHRSOH VXIIHULQJ IURP WKH GLVHDVH� RU OLNHO\ FDUULHUV� DQG QRW WR UHJLRQV RU QDWLRQV
DV D ZKROH�´���

&DXWLRQ UHFRPPHQGV WKDW ULVNV EH PLQLPL]HG� (QVXULQJ WKDW FDXWLRQDU\
PHDVXUHV DUH SURSRUWLRQDWH LV HVSHFLDOO\ GLIILFXOW LQ DQ HPHUJHQF\ VLWXDWLRQ����
6WLOO� LW VHHPV SDUWLFXODUO\ GLIILFXOW WR DUJXH WKDW WKH SULQFLSOH RI SURSRUWLRQDOLW\ LV
UHVSHFWHG LQ WKH DSSOLFDWLRQ RI WUDYHO EDQV���� 0DQ\ JRYHUQPHQWV VHHP WR DVVXPH
WKDW VWURQJPHDVXUHV DUH VWULFWO\ QHFHVVDU\ DQG WKDW� LQ FDVH RI GRXEW� SXEOLF KHDOWK
LV EHVW VHUYHG E\ HUULQJ RQ WKH VLGH RI WKH KDUVKHVW PHDVXUH���� 7KHUH DUH� KRZHYHU�
DOWHUQDWLYHV²VRPH H[SUHVVO\ VXJJHVWHG E\ :+2²WKDW ZRXOG EH OHVV UHVWULFWLYH
RI LQWHUQDWLRQDO WUDYHO� LQFOXGLQJ VRFLDO GLVWDQFLQJ� UHJXODU WHVWLQJ� TXDUDQWLQH� DQG
FRQWDFW WUDFLQJ���� 4XDUDQWLQHV DQG LVRODWLRQ DOVR UDLVH WKHLU RZQ OHJDO DQG HWKLFDO

��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ������ 7KLV SULQFLSOH LV HVSHFLDOO\ GLIILFXOW WR
RSHUDWLRQDOL]H ZKHQ FRXQWULHV DUH IDFHG ZLWK ³DQ XQXVXDO RXWEUHDN�´ <LX� <LX 	 /L� VXSUD QRWH ����
DW �� VHH DOVR 5DPML�1RJDOHV 	 *ROGQHU /DQJ� VXSUD QRWH ���� DW ��� �HPSKDVL]LQJ WKH VFLHQWLILF
XQFHUWDLQW\ VXUURXQGLQJ &29,'�����

��� 6HH +RQJMXQ =KDR HW DO�� &29,'���� $V\PSWRPDWLF &DUULHU 7UDQVPLVVLRQ ,V DQ
8QGHUHVWLPDWHG 3UREOHP ��� (3,'(0,2/2*< 	 ,1)(&7,21 � ������� $QGUHDV .URQELFKOHU HW DO��
$V\PSWRPDWLF 3DWLHQWV DV D 6RXUFH RI &29,'��� ,QIHFWLRQV� $ 6\VWHPDWLF 5HYLHZ DQG 0HWD�
$QDO\VLV� �� ,17¶/ -� ,1)(&7,286 ',6($6(6 ��� �������

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� 3ROO\ 3ULFH� ,QIHFWLQJ WKH %RG\ 3ROLWLF� 2EVHUYDWLRQV RQ +HDOWK 6HFXULW\ DQG WKH

8QGHVLUDEOH ,PPLJUDQW� �� 8�.$1� /� 5(9� ��� �������
��� $OHVVLR 3DFFHV 	 0DULD :HLPHU� )URP 'LYHUVLW\ WR &RRUGLQDWLRQ� $ (XURSHDQ $SSURDFK

WR &29,'���� �� (85� -� 5,6. 5(*8/� ���� ��� �������
��� 5LFKDUGVRQ 	 'HYLQH� VXSUD QRWH ���� DW ��� +DELEL HW DO�� VXSUD QRWH ��� DW ����
��� /HY\ 	 6DYXOHVFX� VXSUD QRWH ���� DW �� �³>*@RYHUQPHQWV PD\ KDYH DQ LQFHQWLYH WR HQJDJH

LQ VSHFWDFXODU LQWHUYHQWLRQV LQ WKH IDFH RI D SXEOLF KHDOWK FULVLV� 7KH SHQDOW\� LQ WHUPV RI SXEOLF
RSSUREULXP� IRU XQGHUUHDFWLQJ PLJKW EH YHU\ PXFK JUHDWHU WKDQ WKH SHQDOW\ IRU RYHUUHDFWLQJ�´��

��� 0HLHU� +DELEL 	 <DQJ� VXSUD QRWH ��� DW ����� *RVWLQ 	 +RGJH -U�� VXSUD QRWH ���� DW
����� 0LFKD .DLVHU HW DO�� ,QWHUYHQWLRQV ZLWK 3RVLWLYH 6LGH�(IIHFWV� &29,'��� 1RQ�3KDUPDFHXWLFDO
,QWHUYHQWLRQV DQG ,QIHFWLRXV 'LVHDVHV LQ (XURSH� ,167� /$%� (&21� �� �������
KWWSV���ZZZ�L]D�RUJ�SXEOLFDWLRQV�GS�������LQWHUYHQWLRQV�ZLWK�SRVLWLYH�VLGH�HIIHFWV�FRYLG����QRQ�
SKDUPDFHXWLFDO�LQWHUYHQWLRQV�DQG�LQIHFWLRXV�GLVHDVHV�LQ�HXURSH� -DNXE +OiYND 	 /LVD %DUL� 7UDYHO
%DQV 6KRXOG %H %DVHG RQ (YLGHQFH� QRW 3ROLWLFV RU )HDU� 67$7 �-DQ� ��� ������
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TXDQGDULHV�6WLOO� WKHUH LV DQ DOOHJHG SXEOLF KHDOWKUDWLRQDOH WR WKHP� LQGLYLGXDOV DUH
VHSDUDWHG EHFDXVH WKH\ KDYH EHHQ H[SRVHG WR DQ LQIHFWLRXV GLVHDVH �TXDUDQWLQH� RU
KDYH DOUHDG\ EHHQ LQIHFWHG����

%ODQNHW WUDYHO EDQV DUH ³LQGLVFULPLQDWH� RYHUEURDG� H[FHVVLYH� RU ZLWKRXW
HYLGHQWLDU\ VXSSRUW´ EHFDXVH WKHUH LV QR LQGLYLGXDOL]HG ULVN DVVHVVPHQW���� 7KH
6HFUHWDU\�*HQHUDO RI WKH8QLWHG 1DWLRQV KLPVHOI DFNQRZOHGJHV WKLV� VWDWLQJ�

:KLOH LQWHUQDWLRQDO ODZ SHUPLWV FHUWDLQ UHVWULFWLRQV RQ IUHHGRPRI
PRYHPHQW� LQFOXGLQJ IRU UHDVRQV RI VHFXULW\ DQG QDWLRQDO
HPHUJHQF\OLNH KHDOWKHPHUJHQFLHV� UHVWULFWLRQV RQ IUHHPRYHPHQW
VKRXOG EH VWULFWO\ QHFHVVDU\ IRU WKDW SXUSRVH� SURSRUWLRQDWH DQG
QRQ�GLVFULPLQDWRU\� 7KH DYDLODELOLW\ RI HIIHFWLYH DQG JHQHUDOLVHG
WHVWLQJDQG WUDFLQJ� DQGWDUJHWHGTXDUDQWLQHPHDVXUHV� FDQPLWLJDWH
WKH QHHG IRU PRUH LQGLVFULPLQDWH UHVWULFWLRQV����

,Q WKH WRROER[ RI SXEOLF KHDOWKPHDVXUHV DYDLODEOH GXULQJ D SDQGHPLF� WUDYHO
EDQV DUH DW RQH HQG RI WKH KDUVKQHVV VFDOH� 7KH SUREOHP LV WKDW WKHVHPHDVXUHV DUH
HDVLHU WR LPSOHPHQW WKDQ FRQYLQFLQJ WKH HQWLUH SRSXODWLRQ RI D FRXQWU\ WR
LPSOHPHQW GRPHVWLF UHVWULFWLRQV���� ,W LV HDVLHU WR H[WHUQDOL]H WKH SUREOHP WKDQ WR
LQWHUQDOL]H VROXWLRQV� ,Q WKH ZRUGV RI RQH DXWKRU� ³ERUGHU UHVWULFWLRQV SUHVHUYH
SRVVLEO\ ILFWLWLRXV LGHDV WKDW WKH WKUHDW LV IRUHLJQ� WKH 6WDWH LV FRPSHWHQW� DQG WKH
GRPHVWLF SRSXODWLRQLV DQG FDQ EH NHSWZKROHVRPH DQGKHDOWK\�´��� ,W LV WHOOLQJWKDW

KWWSV���ZZZ�VWDWQHZV�FRP������������WUDYHO�EDQV�VKRXOG�EH�EDVHG�RQ�HYLGHQFH�QRW�SROLWLFV�RU�
IHDU�

��� :HQG\ 3DUPHW 	 0LFKDHO 6LQKD� &RYLG��� ² 7KH /DZ DQG /LPLWV RI 4XDUDQWLQH� ��� 1(:
(1*� -�0('� � �������$�:LOGHU�6PLWK 	 '�2� )UHHGPDQ� ,VRODWLRQ� 4XDUDQWLQH� 6RFLDO 'LVWDQFLQJ
DQG &RPPXQLW\ &RQWDLQPHQW� 3LYRWDO 5ROH IRU 2OG�6W\OH 3XEOLF +HDOWK 0HDVXUHV LQ WKH 1RYHO
&RURQDYLUXV ������Q&R9�� �� -� 75$9(/ 0('� � ������� 6HH:LOH\� VXSUD QRWH ���� DW � �³,PSRVLQJ
D WUDYHOHUV¶ TXDUDQWLQH � � � UHTXLULQJ LQGLYLGXDOV HQWHULQJ WKH DUHD WR EH VHSDUDWHG IURP RWKHUV IRU D
UHDVRQDEOH LQFXEDWLRQ SHULRG� ZRXOG SURYLGH D OHVV UHVWULFWLYH DOWHUQDWLYH WR FRPSOHWHO\ FORVHG
ERUGHUV�´�� /DZUHQFH *RVWLQ� (ULF )ULHGPDQ 	 6DUDK :HWWHU� 5HVSRQGLQJ WR &RYLG���� +RZ WR
1DYLJDWH D 3XEOLF +HDOWK (PHUJHQF\ /HJDOO\ DQG (WKLFDOO\� �� +$67,1*6 &75� 5(3� �� �� ������
�³4XDUDQWLQH DQG LVRODWLRQ IRU &RYLG��� VKRXOG EH RUGHUHG RQO\ LI WKH SHUVRQ LV NQRZQ RU KLJKO\
VXVSHFWHG WR KDYH EHHQ H[SRVHG WR WKH GLVHDVH� DQG RQO\ IRU WKH PD[LPXP GXUDWLRQ RI
LQFXEDWLRQ � � � �´��

��� *RVWLQ 	 +RGJH -U�� VXSUD QRWH ���� DW �����
��� &29,'��� DQG +XPDQ 5LJKWV� :H $UH $OO LQ 7KLV 7RJHWKHU� 81,7(' 1$7,216 � �$SU�

������ KWWSV���ZZZ�XQ�RUJ�VLWHV�XQ��XQ�RUJ�ILOHV�XQBSROLF\BEULHIBRQBKXPDQBULJKWVBDQGBFRYLGB
��BDSULOB�����SGI�

��� .HQZLFN 	 6LPPRQV� VXSUD QRWH �� DW ������ 3LOOLQJHU� VXSUD QRWH �� �³)URP D SXEOLF�
KHDOWK VWDQGSRLQW� HQFRXUDJLQJ SHRSOH WR ZDVK WKHLU KDQGV DQG FRXJK LQWR WKHLU HOERZV LV JRRG SROLF\�
%XW SROLWLFDOO\� LW¶V LQVXIILFLHQW WR LQVWLOO SXEOLF FRQILGHQFH LQ KHDOWK DXWKRULWLHV� PRUH GUDPDWLF DFWLRQ
LV QHHGHG�´��

��� .HQZLFN 	 6LPPRQV� VXSUD QRWH �� DW ���



&29,'��� $1' ,17(51$7,21$/ )5(('202)029(0(17� $675$1'('+80$15,*+7"

���

PRUH FRXQWULHV DGRSWHG ERUGHU UHVWULFWLRQV WKDQ VRFLDO GLVWDQFLQJ UXOHV����
7UDYHO EDQV DUH IDYRUHG E\ 6WDWHV EXW DOVR RIIHU WKH GRPHVWLF SRSXODWLRQ D

SODFHER�$ VWXG\ SUHVHQWHGLQ0DUFK ����UHYHDOHG WKDWPRVW UHVSRQGHQWV EHOLHYHG
GRPHVWLF WUDYHO UHVWULFWLRQV DUH QRW HIIHFWLYHZKLOH VLPXOWDQHRXVO\ GHIHQGLQJ WKH
FORVXUH RI ERUGHUV���� 3UHYLRXV VWXGLHV KDYH GHPRQVWUDWHG WKDW FLWL]HQV
RYHUHVWLPDWH WKH HIIHFWLYHQHVV RI ERUGHU UHVWULFWLRQV���� 3HRSOH SUHIHU WR FORVH
ERUGHUV WKDQ WR VWD\ KRPH²HYHQ LI WKH YLUXV LV FLUFXODWLQJ LQ WKHLU FLW\²DQG WUDYHO
EDQV DOORZ WKHP WR H[WHUQDOL]H WKHLU IHDUV����

&UXFLDOO\� WKH FDQRQ RI SURSRUWLRQDOLW\ DOVR UHTXLUHV WKDW PHDVXUHV EH
H[FHSWLRQDO DQG WHPSRUDOO\ DGMXVWHG WR ZKDW LV VWULFWO\ UHTXLUHG WR DGGUHVV WKH
SDQGHPLF���� $V VWDWHG E\ WKH +XPDQ 5LJKWV &RPPLWWHH� PHDVXUHV VKRXOG EH
DGRSWHG³RQ D WHPSRUDU\EDVLV´���� WKH\VKRXOGRQO\EH LQ SODFHZKLOHWKH SDQGHPLF
ODVWV���� *RYHUQPHQWV QHHG WR GHFLGH ZKHQ WR VWDUW LPSOHPHQWLQJ D PHDVXUH DQG
ZKHQ WR GLVFRQWLQXH LW�

7LPLQJ LV RI WKH HVVHQFH� $V PHQWLRQHG� :+2 PDGH VHYHUDO VWDWHPHQWV
ZKHUH�ZLWKRXW UHFRPPHQGLQJWKH DGRSWLRQRI WUDYHO UHVWULFWLRQV� LW UHFRJQL]HGWKDW
WKH\ PLJKW EH HIIHFWLYH XQGHU FHUWDLQ FLUFXPVWDQFHV²QDPHO\� DW WKH EHJLQQLQJ RI
DQ RXWEUHDN���� $FFRUGLQJ WR :+2� WKLV FRXOG DOORZ FRXQWULHV WR JDLQ WLPH DQG
SUHSDUH WKHLU UHVSRQVH PHDVXUHV���� 7KHUH LV D SDUDOOHO EHWZHHQ WUDYHO UHVWULFWLRQV
DQG GHURJDWLRQV DV WRROV WKDW DOORZ FRXQWULHV WR ³EX\ WLPH�´ 'HURJDWLRQV� LQ
JHQHUDO� DUH SHUFHLYHG E\ VRPH DXWKRUV DV D UDWLRQDO UHVSRQVH WR XQFHUWDLQW\ WKDW
DOORZVJRYHUQPHQWV WR EX\ WLPH DQG ³EUHDWKLQJVSDFH´WR FRQIURQWD FULVLV����:+2
DOVR UHFRJQL]HV WKDW WUDYHO UHVWULFWLRQV FRXOG EH XVHIXO LQ FRXQWULHV ZLWK IHZ
LQWHUQDWLRQDO FRQQHFWLRQV DQG OLPLWHG UHVSRQVH FDSDFLW\����

)RU WUDYHO UHVWULFWLRQV WR SURGXFH VRPH HIIHFW� WKH\ PXVW EH DGRSWHG DW WKH

��� ,G� DW ��
��� 3XEOLF 'LYLGHG RQ :KHWKHU ,VRODWLRQ� 7UDYHO %DQV 3UHYHQW &29,'��� 6SUHDG� %RUGHU

&ORVXUHV %HFRPH 0RUH $FFHSWDEOH� ,3626 �0DUFK ��� ������ KWWSV���ZZZ�LSVRV�FRP�HQ�KN�SXEOLF�
GLYLGHG�ZKHWKHU�LVRODWLRQ�WUDYHO�EDQV�SUHYHQW�FRYLG����VSUHDG�ERUGHU�FORVXUHV�EHFRPH�PRUH
�³:KLOH LW PLJKW VHHP OLNH D FRQWUDGLFWLRQ WKDW ZH TXHVWLRQ ZKHWKHU LVRODWLRQ ZLOO VWRS WKH YLUXV EXW
VWLOO ZDQW FORVHG ERUGHUV� WKH SXEOLF VXSSRUWV VWURQJ DFWLRQ IURP JRYHUQPHQWV HYHQ LI WKH\ PLJKW
TXHVWLRQ LWV HIILFDF\ � � � �´� �TXRWLQJ 'DUUHOO %ULFNHU��

��� :RUVQRS� VXSUD QRWH ��� DW ����
��� .HQZLFN 	 6LPPRQV� VXSUD QRWH �� DW �� ���
��� *HQHUDO &RPPHQW 1R� ��� 'HURJDWLRQV 'XULQJ D 6WDWH RI (PHUJHQF\� VXSUD QRWH ���� DW

� �� 7RHEHV� VXSUD QRWH ��� DW ���� 6SDGDUR� VXSUD QRWH ��� DW ��������
���+80� 576� &200�� VXSUD QRWH ���� DW � �� 7KH &RPPLWWHH DGGV WKDW ³>G@HURJDWLRQV PXVW� DV

IDU DV SRVVLEOH� EH OLPLWHG LQ GXUDWLRQ� JHRJUDSKLFDO FRYHUDJH DQG PDWHULDO VFRSH � � � �´ ,G� DW � �D�
��� )HGHULFD 3DGGHX 	0LFKDHO :DLEHO� 7KH )LQDO $FW� ([SORULQJ WKH (QG RI 3DQGHPLFV� ���

$0� -� ,17¶/ /� ��� ������� YRQ %RJGDQG\ 	 9LOODUUHDO� VXSUD QRWH ��� DW ������
���:25/' +($/7+ 25*�� VXSUD QRWH ��� DW ��� VRXUFHV FLWHG VXSUD QRWHV ������
��� 6RXUFHV FLWHG VXSUD QRWHV ������
��� +DIQHU�%XUWRQ� +HOIHU 	 )DULVV� VXSUD QRWH ���� DW ���� ����
���:25/' +($/7+ 25*�� VXSUD QRWH ���
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HDUOLHVW PRPHQW SRVVLEOH���� +RZHYHU� PDQ\ FRXQWULHV RQO\ LQWURGXFHG WUDYHO EDQV
VHYHUDO ZHHNV LQWR WKH SDQGHPLF ZKHQ LW ZDV DOUHDG\ WRR ODWH WR ³VWDPS RXẂ WKH
YLUXV���� ,Q DQ\ FDVH� VXFK PHDVXUHV VKRXOG EH VKRUW LQ GXUDWLRQ� SURSRUWLRQDO WR
SXEOLF KHDOWK ULVNV� DQG UHFRQVLGHUHG UHJXODUO\���� (YHQ LI VXFK PHDVXUHV VHHP
QHFHVVDU\ DQG SURSRUWLRQDO DW DQ HDUO\ VWDJH RI D SDQGHPLF� WKDW LV QR ORQJHU WKH
FDVH RQFH WKH YLUXV LV DOUHDG\ VSUHDGLQJ ZLWKLQ WKH FRPPXQLW\� (YHQ ZRUVH� DV
GLVFXVVHG EHORZ� LQ PDQ\ FRXQWULHV WUDYHO EDQV UHPDLQHG LQ SODFHZHOO EH\RQG WKH
LQLWLDO VWDJH RI WKH SDQGHPLF� 7KHUHIRUH� VXFK PHDVXUHV FDQQRW EH FRQVLGHUHG
H[FHSWLRQDO DQGWHPSRUDULO\ DGMXVWHG� WKH\EHFDPHPRUHSHUPDQHQW IHDWXUHV RI WKH
ILJKW DJDLQVW &29,'����

'� &RPSDWLELOLW\ ZLWK 2WKHU 5LJKWV� (TXDOLW\ DQG 1RQ�'LVFULPLQDWLRQ

7KH WKLUG PDMRU UHTXLUHPHQW LV WKDW SXEOLF KHDOWK PHDVXUHV EH FRQVLVWHQW ZLWK
DOO RWKHU ULJKWV UHFRJQL]HG LQ WKH ,&&35���� 5HJDUGLQJ OLPLWDWLRQV WR WKH IUHHGRP
RI PRYHPHQW� WKH+XPDQ5LJKWV &RPPLWWHH VWDWHG�

7KH DSSOLFDWLRQ RI WKH UHVWULFWLRQV SHUPLVVLEOH XQGHU >$@UWLFOH ���
SDUDJUDSK �� QHHGV WR EH FRQVLVWHQW ZLWK WKH RWKHU ULJKWV
JXDUDQWHHG LQ WKH &RYHQDQW DQG ZLWK WKH IXQGDPHQWDO SULQFLSOHV
RI HTXDOLW\ DQG QRQ�GLVFULPLQDWLRQ� 7KXV� LW ZRXOG EH D FOHDU
YLRODWLRQ RI WKH &RYHQDQW LI WKH ULJKWV HQVKULQHG LQ >$@UWLFOH ���
SDUDJUDSKV � DQG �� ZHUH UHVWULFWHG E\PDNLQJ GLVWLQFWLRQV RI DQ\
NLQG� VXFK DV RQ WKH EDVLV RI UDFH� FRORXU� VH[� ODQJXDJH� UHOLJLRQ�
SROLWLFDO RU RWKHU RSLQLRQ� QDWLRQDO RU VRFLDO RULJLQ� SURSHUW\� ELUWK
RU RWKHU VWDWXV����

��� &KDG :HOOV� ,PSDFW RI ,QWHUQDWLRQDO 7UDYHO DQG %RUGHU &RQWURO 0HDVXUHV RQ WKH *OREDO
6SUHDG RI WKH 1RYHO ���� &RURQDYLUXV 2XWEUHDN� ��� 352&� 1$7¶/ $&$'� 6&,6� ����� �������
������� .RRSPDQV� VXSUD QRWH ���� DW ��� YRQ 7LJHUVWURP 	 :LOVRQ� VXSUD QRWH ��� DW � �³%\ WKH
WLPH :+2 DFNQRZOHGJHG� LQ ODWH )HEUXDU\� WKDW UHVWULFWLRQV RQ WUDYHO PLJKW KDYH VRPH OLPLWHG YDOXH�
WKH ZLQGRZ RI RSSRUWXQLW\ WR SUHYHQW D SDQGHPLF KDG ORQJ EHHQ FORVHG�´��

��� 7KLV ZDV WKH FDVH LQ (XURSH� 6HH .HYLQ /LQND HW DO�� 2XWEUHDN '\QDPLFV RI &29,'��� LQ
(XURSH DQG WKH (IIHFW RI 7UDYHO 5HVWULFWLRQV� �� &20387� 0(7+2'6%,20(&+$1,&6 	 %,20(',&$/
(1*¶* ���� ��� ������� 6HUJLR &DUUHUD 	 1JR &KXQ /XN� ,Q WKH 1DPH RI &29,'���� 6FKHQJHQ
,QWHUQDO %RUGHU &RQWUROV DQG 7UDYHO 5HVWULFWLRQV LQ WKH (�8�� (85� 3$5/,$0(17 ����� �������
KWWSV���ZZZ�HXURSDUO�HXURSD�HX�WKLQNWDQN�HQ�GRFXPHQW�KWPO"UHIHUHQFH ,32/B678�������������

��� 6RXUFHV FLWHG VXSUD QRWHV ������ ���
��� *HQHUDO &RPPHQW 1R� ��� $UWLFOH �� �)UHHGRP RI 0RYHPHQW�� VXSUD QRWH ���� DW � ���
��� ,G� DW � ��� VHH DOVR ,&&35� VXSUD QRWH ���� DW DUW� ���� �³(DFK 6WDWH 3DUW\ WR WKH SUHVHQW

&RYHQDQW XQGHUWDNHV WR UHVSHFW DQG WR HQVXUH WR DOO LQGLYLGXDOV ZLWKLQ LWV WHUULWRU\ DQG VXEMHFW WR LWV
MXULVGLFWLRQ WKH ULJKWV UHFRJQL]HG LQ WKH SUHVHQW &RYHQDQW� ZLWKRXW GLVWLQFWLRQ RI DQ\ NLQG� VXFK DV
UDFH� FRORXU� VH[� ODQJXDJH� UHOLJLRQ� SROLWLFDO RU RWKHU RSLQLRQ� QDWLRQDO RU VRFLDO RULJLQ� SURSHUW\�
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0HDVXUHV DGRSWHG E\ VWDWHV VKRXOG QRW EH DUELWUDU\ RU GLVFULPLQDWRU\� ,Q LWV
GLVFXVVLRQ DERXW WKH SRVLWLRQ RI DOLHQV XQGHU WKH FRYHQDQW� WKH +XPDQ 5LJKWV
&RPPLWWHH VWDWHG�

>7@KH JHQHUDO UXOH LV WKDW HDFK RQH RI WKH ULJKWV RI WKH &RYHQDQW
PXVW EH JXDUDQWHHGZLWKRXW GLVFULPLQDWLRQ EHWZHHQ FLWL]HQV DQG
DOLHQV� $OLHQV UHFHLYH WKH EHQHILW RI WKH JHQHUDO UHTXLUHPHQW RI
QRQ�GLVFULPLQDWLRQ LQ UHVSHFW RI WKH ULJKWV JXDUDQWHHG LQ WKH
&RYHQDQW� DV SURYLGHG IRU LQ >$@UWLFOH � WKHUHRI� 7KLV JXDUDQWHH
DSSOLHV WR DOLHQV DQG FLWL]HQV DOLNH� ([FHSWLRQDOO\� VRPH RI WKH
ULJKWV UHFRJQL]HG LQ WKH&RYHQDQW DUH H[SUHVVO\ DSSOLFDEOH RQO\ WR
FLWL]HQV �>$@UWLFOH ���� ZKLOH >$@UWLFOH �� DSSOLHV RQO\ WR DOLHQV�
+RZHYHU� WKH &RPPLWWHH¶V H[SHULHQFH LQ H[DPLQLQJ UHSRUWV
VKRZV WKDW LQ D QXPEHU RI FRXQWULHV RWKHU ULJKWV WKDW DOLHQV VKRXOG
HQMR\ XQGHU WKH &RYHQDQW DUH GHQLHG WR WKHP RU DUH VXEMHFW WR
OLPLWDWLRQV WKDW FDQQRW DOZD\V EH MXVWLILHG XQGHU WKH &RYHQDQW����

7KH &RPPLWWHH DOVR DGGHG�

2QFH DQ DOLHQ LV ODZIXOO\ ZLWKLQ D WHUULWRU\� KLV IUHHGRP RI
PRYHPHQW ZLWKLQ WKH WHUULWRU\ DQG KLV ULJKW WR OHDYH WKDW WHUULWRU\
PD\ RQO\ EH UHVWULFWHG LQ DFFRUGDQFH ZLWK >$@UWLFOH ��� SDUDJUDSK
�� 'LIIHUHQFHV LQ WUHDWPHQW LQ WKLV UHJDUG EHWZHHQ DOLHQV DQG
QDWLRQDOV� RU EHWZHHQ GLIIHUHQW FDWHJRULHV RI DOLHQV� QHHG WR EH
MXVWLILHG XQGHU >$@UWLFOH ��� SDUDJUDSK �� 6LQFH VXFK UHVWULFWLRQV
PXVW� LQWHU DOLD� EH FRQVLVWHQW ZLWK WKH RWKHU ULJKWV UHFRJQL]HG LQ
WKH &RYHQDQW� D 6WDWH >3@DUW\ FDQQRW� E\ UHVWUDLQLQJ DQ DOLHQ RU
GHSRUWLQJ KLP WR D WKLUG FRXQWU\� DUELWUDULO\ SUHYHQW KLV UHWXUQ WR
KLV RZQ FRXQWU\ �>$@UWLFOH ��� SDUD� ������

5HJDUGLQJ GHURJDWLRQV� WKH +XPDQ5LJKWV &RPPLWWHH VWDWHG� LQ WKH FRQWH[W RI
&29,'���� ³6WDWHV SDUWLHV PD\ QRW UHVRUW WR HPHUJHQF\ SRZHUV RU LPSOHPHQW
GHURJDWLQJ PHDVXUHV LQ D PDQQHU WKDW LV GLVFULPLQDWRU\� RU WKDW YLRODWHV RWKHU
REOLJDWLRQV WKDW WKH\ KDYH XQGHUWDNHQ XQGHU LQWHUQDWLRQDO ODZ� LQFOXGLQJ XQGHU
RWKHU LQWHUQDWLRQDO KXPDQ ULJKWV WUHDWLHV IURP ZKLFK QR GHURJDWLRQ LV
DOORZHG � � � �´���

7KH ,+5 DOVR SUHVFULEH WKDW PHDVXUHV DGRSWHG E\ 6WDWHV VKDOO EH DSSOLHG LQ D

ELUWK RU RWKHU VWDWXV�´��
���+80� 576� &200�� VXSUD QRWH ���� DW � ��
��� ,G� DW � ��
���+80� 576� &200�� VXSUD QRWH ���� DW � �G�
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WUDQVSDUHQW DQG QRQ�GLVFULPLQDWRU\ PDQQHU���� :+2 FRQVLGHUV ³GLVWULEXWLYH
MXVWLFH´ �WKH ULVNV� EXUGHQV� DQG EHQHILWV RI SXEOLF KHDOWK LQWHUYHQWLRQV WR EH VKDUHG
IDLUO\� DV D VLJQLILFDQW HWKLFDO SULQFLSOH WR FRQVLGHU ZKHQ GHVLJQLQJ KHDOWK
PHDVXUHV���� ,W VWDWHV�

>3@ULQFLSOHV RI GLVWULEXWLYH MXVWLFH UHTXLUH WKDW SXEOLF KHDOWK
PHDVXUHV GR QRW SODFH XQIDLU EXUGHQV RQ SDUWLFXODU VHJPHQWV RI
WKH SRSXODWLRQ� 3ROLF\�PDNHUV VKRXOG SD\ VSHFLILF DWWHQWLRQ WR
JURXSV WKDW DUH WKH PRVW YXOQHUDEOH WR GLVFULPLQDWLRQ�
VWLJPDWL]DWLRQ>�@ RU LVRODWLRQ� LQFOXGLQJ UDFLDO DQG HWKQLF
PLQRULWLHV� HOGHUO\ SHRSOH� SULVRQHUV� GLVDEOHGSHUVRQV�PLJUDQWV>�@
DQG WKH KRPHOHVV����

0HDVXUHV UHVWULFWLQJ IUHHGRP RI PRYHPHQW �DQG RWKHU KXPDQ ULJKWV IRU WKDW
PDWWHU� VKRXOG EH QHXWUDO DQG WDNH LQWR DFFRXQW KRZ WKH\ PD\ GLVFULPLQDWH LQ
SUDFWLFH DJDLQVW FHUWDLQ JURXSV���� 7KH ,+5 HQDEOH :+2 WR UHFRPPHQG��� 6WDWHV
3DUWLHV UHIXVH HQWU\ RI VXVSHFW��� DQG DIIHFWHG��� SHUVRQV DQG UHIXVH HQWU\ RI
XQDIIHFWHG SHUVRQV WR DIIHFWHG DUHDV���� %XW WKH UHJXODWLRQV GR QRW IRUHVHH WKH
SRVVLELOLW\ RI DSSO\LQJ WUDYHO EDQV� 7KHVH EODQN PHDVXUHV DUH QRW VXSSRUWHG E\ DQ\
VFLHQWLILF HYLGHQFH WKDW WKRVH FRPLQJ IURPRXWVLGH SRVH D SDUWLFXODUO\ KLJK KHDOWK
ULVN� $V VWDWHG E\ 9LQFHQW &KHWDLO� ³EDQQLQJ HQWU\ WR DQ\ IRUHLJQHUV RU WKRVH RI D
SDUWLFXODU QDWLRQDOLW\ LV� E\ GHILQLWLRQ� D FROOHFWLYH DQG DXWRPDWLF GHQ LDO RI
DGPLVVLRQ ZLWKRXW DQ\ RWKHU IRUP RI SURFHVV�´��� 4XDUDQWLQLQJ DOO LQFRPLQJ
WUDYHOHUVZRXOGEHPXFK IDLUHU�DV LWZRXOG DSSO\WR DOO WUDYHOHUV� UHJDUGOHVV RI WKHLU
VWDWXV� $V VWDWHG E\:+2� KHDOWKPHDVXUHV VKRXOG EH DSSOLHG HTXLWDEO\�

5HVWULFWLRQV RQ IUHHGRP RI PRYHPHQW VKRXOG EH DSSOLHG LQ WKH
VDPH PDQQHU WR DOO SHUVRQV SRVLQJ D FRPSDUDEOH SXEOLF KHDOWK
ULVN� 7KXV� LQGLYLGXDOV VKRXOG QRW EH VXEMHFW WR JUHDWHU RU OHVVHU
UHVWULFWLRQV IRU UHDVRQV XQUHODWHG WR WKH ULVNV WKH\ PD\ SRVH WR

��� ,+5� VXSUD QRWH �� DW DUW� ���
���:25/' +($/7+ 25*�� VXSUD QRWH ��� DW ���
���:25/' +($/7+ 25*�� VXSUD QRWH ���� DW ��
��� &ULGGOH� VXSUD QRWH ���� DW ���
��� ,+5� VXSUD QRWH �� DW DUW� ������
��� ,G� DW DUW� ���� �³µ>6@XVSHFW¶ PHDQV WKRVH SHUVRQV� EDJJDJH� FDUJR� FRQWDLQHUV� FRQYH\DQFHV�

JRRGV RU SRVWDO SDUFHOV FRQVLGHUHG E\ D 6WDWH 3DUW\ DV KDYLQJ EHHQ H[SRVHG� RU SRVVLEO\ H[SRVHG� WR
D SXEOLF KHDOWK ULVN DQG WKDW FRXOG EH D SRVVLEOH VRXUFH RI VSUHDG RI GLVHDVH � � � �´��

��� ,+5� VXSUD QRWH �� DW DUW� ���� �³µ>$@IIHFWHG¶ PHDQV SHUVRQV� EDJJDJH� FDUJR� FRQWDLQHUV�
FRQYH\DQFHV� JRRGV� SRVWDO SDUFHOV RU KXPDQ UHPDLQV WKDW DUH LQIHFWHG RU FRQWDPLQDWHG� RU FDUU\
VRXUFHV RI LQIHFWLRQ RU FRQWDPLQDWLRQ� VR DV WR FRQVWLWXWH D SXEOLF KHDOWK ULVN�´�

��� ,G� �³µ>$@IIHFWHG DUHD¶ PHDQV D JHRJUDSKLFDO ORFDWLRQ VSHFLILFDOO\ IRU ZKLFK KHDOWK PHDVXUHV
KDYH EHHQ UHFRPPHQGHG E\ :+2 XQGHU WKHVH 5HJXODWLRQV�´��

��� &KHWDLO� VXSUD QRWH ��� DW ��
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RWKHUV� LQFOXGLQJ PHPEHUVKLS LQ DQ\ GLVIDYRXUHG RU IDYRXUHG
VRFLDO JURXS RU FODVV �IRU H[DPSOH� JURXSV GHILQHG E\ JHQGHU�
HWKQLFLW\� RU UHOLJLRQ�� ���

'LVFXVVLQJ IRUPHU 8�6� 3UHVLGHQW 'RQDOG 7UXPS¶V EDQ RQ DV\OXP VHHNHUV�
/DZUHQFH *RVWLQ VWDWHG�

,W PDNHV QR VHQVH� ,Q SXEOLF KHDOWK� DQ\ WLPH WKHUH LV D FDWHJRULFDO
FODVVLILFDWLRQ²DQ\ WLPH WKHUH LV D FDWHJRU\ DERXW ZKR \RX DSSO\
\RXU PHDVXUH WR RU ZKR \RX GRQ¶W²LV KLJKO\ VXVSHFW� 7KH FRXUWV
VXVSHFW LW� 3XEOLF KHDOWK SHRSOH VXVSHFW LW� 7KHUH LV QR VFLHQWLILF
HYLGHQFH IRU LW� $QG LW¶V GLVFULPLQDWRU\����

7KH VDPH ORJLF DSSOLHV WR RWKHU FDWHJRULHV RI LQWHUQDWLRQDO WUDYHOHUV� 7UDYHO
EDQV DUH GLVFULPLQDWRU\� WDUJHWLQJ WKH PRELOLW\ RI IRUHLJQHUV DQG PLJUDQWV�
&RXQWULHV WKDW RUJDQL]HG UHSDWULDWLRQ IOLJKWV ZKLOH NHHSLQJ WKHLU ERUGHUV FORVHG WR
IRUHLJQHUV ZHUH VKRZLQJ WKDW� DIWHU DOO� LW ZDV SRVVLEOH WR XSKROG SXEOLF KHDOWK
ZLWKRXW UHVWULFWLQJ LQWHUQDWLRQDO PRELOLW\����

,PSRVLQJ WUDYHO EDQV EDVHG RQ WKH QDWLRQDOLW\ RI WUDYHOHUV UHIOHFWV D IRUP RI
³RWKHULQJ�´ 6RFLDO VFLHQWLVWV XVH WKLV FRQFHSW WR GHVFULEH WKH SUDFWLFH RI WUHDWLQJ D
JURXS RI SHRSOH DV LI WKHUH LV VRPHWKLQJ ZURQJ ZLWK WKHP� D SKHQRPHQRQ
IUHTXHQWO\ DVVRFLDWHG ZLWK PLJUDQWV LQ KHDOWK FULVHV���� $JDLQ� WKLV UHODWHV WR WKH
LOOXVLRQ WKDW WKH KHDOWK WKUHDW FRPHV IURP³RXWVLGH´ DQG WKDW E\ NHHSLQJ ³RWKHUV´
RXW� FLWL]HQV DUH ³VDIH�´��� ,Q DGGLWLRQ WR EHLQJ D XVHOHVV H[HUFLVH LQ VFDSHJRDWLQJ�
WKLV SRVWXUH GLVWUDFWV SROLF\PDNHUV DQG WKH SRSXODWLRQ IURPRWKHU PHDVXUHV WKDW

���:25/' +($/7+ 25*�� VXSUD QRWH ���� DW ���
��� -RDQQD 1DSOHV�0LWFKHOO� 7KHUH ,V 1R 3XEOLF +HDOWK 5DWLRQDOH IRU D &DWHJRULFDO %DQ RQ

$V\OXP 6HHNHUV� -867 6(&� �$SU� ��� ������ KWWSV���ZZZ�MXVWVHFXULW\�RUJ�������WKHUH�LV�QR�SXEOLF�
KHDOWK�UDWLRQDOH�IRU�D�FDWHJRULFDO�EDQ�RQ�DV\OXP�VHHNHUV� /HWWHU IURP /HDGHUV RI 3XE� +HDOWK 6FKV��
0HG� 6FKV�� +RVSV�� 	 2WKHU 8�6� ,QVWV� WR ++6 6HF¶\ $OH[ $]DU 	 &'& 'LU� 5REHUW 5� 5HGILHOG
�0D\ ��� ������ KWWSV���ZZZ�SXEOLFKHDOWK�FROXPELD�HGX�VLWHV�GHIDXOW�ILOHV�SXEOLFBKHDOWKBH[SHUWVB
OHWWHUB�����������SGI �³7KHUH LV QR SXEOLF KHDOWK UDWLRQDOH IRU GHQ\LQJ DGPLVVLRQ WR LQGLYLGXDOV
EDVHG RQ OHJDO VWDWXV�´�� VHH DOVR /HyQ &DVWHOODQRV�-DQNLHZLF]� &29,'��� 6\PSRVLXP� 8�6� %RUGHU
&ORVXUH %UHDFKHV ,QWHUQDWLRQDO 5HIXJHH /DZ� 23,1,21 -85,6 �$SU� �� ������
KWWS���RSLQLRMXULV�RUJ������������FRYLG����V\PSRVLXP�XV�ERUGHU�FORVXUH�EUHDFKHV�LQWHUQDWLRQDO�
UHIXJHH�ODZ �³$EVHQW DQ\ SURRI WKDW PLJUDQWV FRQVWLWXWH DQ LPSRUWDQW VRXUFH RI FRQWDJLRQ� WKHVH QHZ
UHVWULFWLRQV FDQ KDUGO\ SDVV PXVWHU DV EHLQJ SURSRUWLRQDWH� OHJLWLPDWH RU QHFHVVDU\� JLYHQ WKDW WKH\
VHHP GLVFRQQHFWHG IURP LPPHGLDWH SXEOLF KHDOWK FRQFHUQV�´�� &DVWHOODQRV�-DQNLHZLF] LV GLVFXVVLQJ
PHDVXUHV LPSOHPHQWHG E\ WKH 7UXPS DGPLQLVWUDWLRQ DLPHG DW GHSRUWLQJ PLJUDQWV DQG DV\OXP VHHNHUV�
EXW KLV FRQVLGHUDWLRQV DSSO\ QHYHUWKHOHVV�

��� 5DPML�1RJDOHV 	 *ROGQHU /DQJ� VXSUD QRWH ���� DW ��������
��� .LP 'LRQQH 	 )XO\D 7XUNPHQ� 7KH 3ROLWLFV RI 3DQGHPLF 2WKHULQJ� 3XWWLQJ &29,'��� LQ

*OREDO DQG +LVWRULFDO &RQWH[W� ,17¶/ 25*� �� ��� ������ �RQOLQH LVVXH��
��� /XWWHUEHFN� VXSUD QRWH ��� DW ���
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FRXOG EH PXFKPRUH HIIHFWLYH���� 7KLV LOOXVRU\ VHQVDWLRQ RI VHFXULW\ KDV DOVR EHHQ
WHUPHG ³ERUGHU ELDV´� ³>S@HRSOH FRQVLGHU SROLWLFDO ERXQGDULHV �L�H�� VWDWH ERUGHUV�
WR EH SK\VLFDO EDUULHUV WKDW FDQ OLPLW WKH VSUHDG RI GLVDVWHUV�́ ���

9LUXVHV GR QRW GLVFULPLQDWH� FRQWDJLRQ NQRZVQR ERUGHUV RU QDWLRQDOLWLHV� %XW
PHDVXUHV EDVHG RQ QDWLRQDOLW\ RU UHVLGHQFH GR� $V QRWHG E\ %DUEDUD YRQ
7LJHUVWURP DQG .XPDQDQ :LOVRQ�

,PSRVLQJ UHVWULFWLRQV EDVHG RQ QDWLRQDOLW\ �UDWKHU WKDQ WUDYHO
KLVWRU\� LV DOZD\V VXVSHFW� JLYHQ WKH ZHDN FRUUHODWLRQ EHWZHHQ
QDWLRQDOLW\ DQG H[SRVXUH WR WKH YLUXV� ([FOXGLQJ SHRSOH EDVHG RQ
WKH SDVVSRUW WKH\ FDUU\ DOVR FDUULHV D JUHDWHU ULVN RI FRQWULEXWLQJ
WR VWLJPD DQG GLVFULPLQDWLRQ� DQG WKH ,+5 ������ DQG RWKHU ODZV
UHTXLUH VWDWHV WR UHVSHFW KXPDQ ULJKWV DQG DYRLG GLVFULPLQDWLRQ����

,Q WKHLU UHDFWLRQ WR WKH SDQGHPLF� PDQ\ FRXQWULHV DGRSWHG D QDWLRQDOLVWLF
UHVSRQVH���� IRUELGGLQJ WKH HQWU\ RI QRQ�QDWLRQDOV� 7UDYHO UHVWULFWLRQV EDVHG RQ
QDWLRQDOLW\ RU UHVLGHQFH VWDWXV GLVFULPLQDWH DQG VWLJPDWL]H FHUWDLQ LQGLYLGXDOV RU
JURXSV���� 7KLV W\SH RI PHDVXUH OHDGV WR WKH ³ULVH RI D QHZ µKHDOWK VHFXULWL]DWLRQ¶
PLJUDWLRQ UKHWRULF�´��� ZKHUH IRUHLJQHUV DUH EODPHG IRU WKH VSUHDG RI WKH HSLGHPLF�
7KH\ XQGHUPLQH WKH ULJKW WR ZRUN DQGPDNH D OLYLQJZLWKRXW RIIHULQJPDMRU SXEOLF
KHDOWK EHQHILWV� $V VWDWHG E\ RQH DXWKRU� ³>W@KH DWWHPSW WR SURWHFW FLWL]HQV E\
VKXWWLQJ ERUGHUV DQG H[FOXGLQJ QRQ�QDWLRQDOV LJQRUHV WKH SURSHQVLW\ RI WKH YLUXV WR
WUDYHUVH ERUGHUV DW ZLOO� LQFOXGLQJ LQ WKH ERGLHV RI FLWL]HQV ZKRVH HQWU\ LV
XQUHVWULFWHG DQG XQPRQLWRUHG�´��� 7KLV OHDGV WR GLVFULPLQDWLRQ EHWZHHQ WKRVH
ZLWKLQ DQG RXWVLGH ERUGHUV DQG FUHDWHV SX]]OLQJ SDUDGR[HV�

��� 'LRQQH 	 7XUNPHQ� VXSUD QRWH ���� DW ���
��� $UXO 0LVKUD 	 +LPDQVKX 0LVKUD� %RUGHU %LDV� 7KH%HOLHI 7KDW 6WDWH %RUGHUV &DQ 3URWHFW

$JDLQVW 'LVDVWHUV� ��36<&+� 6&,� ����� DW ���� �������
��� 9RQ 7LJHUVWURP 	:LOVRQ� VXSUD QRWH ��� DW ��
��� 3HWHU 'DQFKLQ HW DO�� 7KH 3DQGHPLF 3DUDGR[ LQ ,QWHUQDWLRQDO /DZ� ��� $0� -� ,17¶/ /� ����

��� ������� 0HLHU� +DELEL 	 <DQJ� VXSUD QRWH ��� DW ����� *RVWLQ� +DELEL 	 0HLHU� VXSUD QRWH ���
DW �������� )HUKDQL 	 5XVKWRQ� VXSUD QRWH ��� DW ���� 6HUJLR &DUUHUD 	 1JR &KXQ /XN� /RYH 7K\
1HLJKERXU" &RURQDYLUXV 3ROLWLFV DQG 7KHLU ,PSDFW RQ (8 )UHHGRPV DQG 5XOH RI /DZ LQ WKH
6FKHQJHQ $UHD� &75� )25 (85� 32/¶< 678'� �� ������� KWWSV���ZZZ�FHSV�HX�FHSV�SXEOLFDWLRQV�ORYH�
WK\�QHLJKERXU�

��� /DZUHQFH *RVWLQ� ,QWHUQDWLRQDO ,QIHFWLRXV 'LVHDVH /DZ� 5HYLVLRQ RI WKH :RUOG +HDOWK
2UJDQL]DWLRQ¶V ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� ��� -� $0�0('�$66¶1 ����� ���� ������� 5REHUW
$UFKHU� 3DQGHPLF ,QIOXHQ]D 3ODQQLQJ DQG 5HVSRQVH²7UDQVQDWLRQDO ,VVXHV IRU *RYHUQPHQWV� LQ
$''5(66,1* (7+,&$/ ,668(6 ,1 3$1'(0,& ,1)/8(1=$ 3/$11,1*�',6&866,21 3$3(56 ��� �� �������

��� $EKLQDY &KXJK� :LOO &29,'��� &KDQJH +RZ :H 7KLQN $ERXW 0LJUDWLRQ DQG 0LJUDQW
:RUNHUV"� :25/' (&21� )� �0D\ ��� ������ KWWSV���ZZZ�ZHIRUXP�RUJ�DJHQGD���������FRYLG����
FRURQDYLUXV�PLJUDWLRQ�PLJUDQW�ZRUNHUV�LPPLJUDWLRQ�SROLF\�KHDOWK�VHFXULWL]DWLRQ�ULVN�WUDYHO�
EXEEOHV�

��� 'DQFKLQ HW DO�� VXSUD QRWH ���� DW ����
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%XW WKH LURQ\ LV WKDW LQ WKH FRQWH[W RI D SDQGHPLF� VXFK SXUSRUWHG
GHIHQVH RI VRYHUHLJQW\ XOWLPDWHO\ ULVNV XQGHUPLQLQJ LW� 7KLV LV
HYLGHQW LQ WKH WHQVLRQ EHWZHHQ H[WHUQDO ERUGHU FRQWUROV DQG
LQWHUQDO SURWHFWLRQ PHDVXUHV� 7KH RSSRVLQJ SXOOV RI LQGLYLGXDO
IUHHGRP DQG VRFLDO RUGHU FRPH WR D KHDG LQ WKH GXDOLW\ EHVW
GHVFULEHG DV ³WKH ULJKW WR SURWHFW� WKH IUHHGRP WR LQIHFW´� ZKHUHE\
D VWDWH LV EXR\HG E\ SRSXODU VXSSRUW IRU LWV H[FOXVLRQ RI RWKHUV EXW
FRQIURQWHG E\ D SRSXODFH XQZLOOLQJ WR REH\ LQWHUQDO VRFLDO
GLVWDQFLQJ� ORFNGRZQ� RU PDVN�ZHDULQJ UHTXLUHPHQWV� ([FOXVLRQ
RI RWKHUV ILWV QHDWO\ LQWR SUHYLRXV SRSXOLVW EHKDYLRU� HQMR\LQJ WKH
VDPH GRPHVWLF VXSSRUW DV SRSXOLVW ERUGHU FRQWUROV GLG SUH�
SDQGHPLF� 7KH YLVLEOH DOLHQ KDV EHFRPH LQYLVLEOH� D GLVHDVH UDWKHU
WKDQ D SHUVRQ� EXW VWLOO FRXFKHG LQ WHUPV RI WKH RWKHU� ,Q FRQWUDVW�
LQWHUQDO PHDVXUHV DUH VHHQ DV D FRQVWUDLQW RQ IUHHGRP� DQ
XQDFFHSWDEOH LPSRVLWLRQ RQ WKH OLYHV RI WKH HYHU\GD\ FLWL]HQ����

$IWHU VHYHUDO (XURSHDQ VWDWHV FORVHG WKHLU ERUGHUV� DQ H[FHSWLRQ HPHUJHG IRU
PLJUDQW ZRUNHUV LQ TXDOLI\LQJ ³FULWLFDO SURIHVVLRQV�´��� <HW� WKLV H[FHSWLRQZDV QRW
EDVHG RQ DQ\ SXEOLF KHDOWK UDWLRQDOH� :KLOH LW LV XQGHUVWDQGDEOH WR UHVWULFW
XQQHFHVVDU\ WUDYHOLQJ� VXFK DV WRXULVP� WKLV W\SH RI PHDVXUH LPSOLHV WKDW VRPH
SHRSOH VKRXOG EH DOORZHG WR WUDYHO ZKLOH RWKHUV VKRXOG QRW� HYHQ LI WKHLU UHDVRQV
DUH DOVR UHOHYDQW� IRU H[DPSOH� IRU IDPLO\ UHXQLRQV�

$ IHZ FRXQWULHV ZHQW HYHQ IXUWKHU DQG FORVHG WKHLU ERUGHU WR WKHLU RZQ
QDWLRQDOV DQG UHVLGHQWV� 7KLV LV HVSHFLDOO\ SUREOHPDWLF DV LW DIIHFWV QRW RQO\
IRUHLJQHUVEXWDOVR SHRSOHZLWK D VWDEOHFRQQHFWLRQ WR WKH FRXQWU\�VXFKDV QDWLRQDOV
DQG UHVLGHQWV�'HWHUPLQLQJZKHWKHU WUDYHO EDQV DUH ODZIXO GHSHQGV RQ WKH SHUVRQDO
VFRSH RI WKH DSSOLFDEOH UXOHV� 7KH ,+5 DSSO\ WR ³WUDYHOHUV�´ GHILQHG DV ³QDWXUDO
SHUVRQ>V@ XQGHUWDNLQJ DQ LQWHUQDWLRQDO YR\DJH�́ ��� 7KH ,+5 GR QRW GLVWLQJXLVK
EHWZHHQ QDWLRQDOV� UHVLGHQWV� IRUHLJQHUV� HWF� ,W DSSOLHV WR DQ\RQH ZKR ZLVKHV WR
FURVV LQWHUQDWLRQDO ERUGHUV� 'LIIHUHQWO\� KXPDQ ULJKWV WUHDWLHV DUH PRUH OLPLWHG LQ
WKHLU JDPXW� GHFRPSRVLQJ WKH IUHHGRPRI PRYHPHQW LQWR WZR GLIIHUHQW ULJKWV²WKH
ULJKW WR OHDYH DQG WKH ULJKW WR UHWXUQ� HDFK RQHZLWK LWV VFRSH RI DSSOLFDWLRQ�

��� ,G� DW ����
��� 6HH 0DQqV :HLVVNLUFKHU� -XOLD 5RQH 	 0DULDQD 0HQGHV� 7KH 2QO\ )UHTXHQW )O\HUV /HIW�

0LJUDQW :RUNHUV LQ WKH (�8� LQ 7LPHV RI &RYLG���� 23(1 '(02&5$&< �$SU� ��� ������
KWWSV���ZZZ�RSHQGHPRFUDF\�QHW�HQ�FDQ�HXURSH�PDNH�LW�RQO\�IUHTXHQW�IO\HUV�OHIW�PLJUDQW�ZRUNHUV�
HX�WLPHV�FRYLG����

��� ,+5� VXSUD QRWH �� DW DUW� ���� �$Q ³LQWHUQDWLRQDO YR\DJH´ PHDQV ³D YR\DJH LQYROYLQJ HQWU\
LQWR WKH WHUULWRU\ RI D 6WDWH RWKHU WKDQ WKH WHUULWRU\ RI WKH 6WDWH LQ ZKLFK WKDW WUDYHOOHU FRPPHQFHV WKH
YR\DJH�´� 5LFKDUGVRQ 	 'HYLQH� VXSUD QRWH ���� DW �� �³7KH UHJXODWLRQV VSHFLI\ D XQLTXH FODVV RI
SHUVRQV ZKRVHKXPDQ ULJKWV PD\ EH LPSDFWHG²WUDYHOHUV²DV D VXEVHW RI WKH FODVV RI DOO SHUVRQV�´��
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:H KDYH DUJXHG WKDW GHQ\LQJ HQWU\ WR IRUHLJQHUV EUHDFKHV WKH ,+5 DV LW LV D
GLVSURSRUWLRQDWH DQG GLVFULPLQDWRU\ PHDVXUH� WKHUH LV QR VFLHQWLILF HYLGHQFH
GHPRQVWUDWLQJ WKDW IRUHLJQHUV FDUU\ WKH GLVHDVH DQ\ PRUH WKDQ QDWLRQDOV GR� 6WLOO�
WKHVH PHDVXUHV DUH QRW D EUHDFK RI WKH ,&&35 DV LW GRHV QRW UHFRJQL]H WKH ULJKW RI
DOLHQV WR HQWHU RU UHVLGH LQ WKH WHUULWRU\ RI D IRUHLJQ FRXQWU\���� 'LIIHUHQWO\� HQWU\
EDQV� ZKHQ H[WHQGHG WR QDWLRQDOV DQG UHVLGHQWV� DUH D EUHDFK RI WKH UHWXUQ WR UHWXUQ�
ZKLFK WKH ,&&35 SURWHFWV� 'XULQJ D SDQGHPLF� LW LV RQO\ QDWXUDO WKDW SHRSOH IHHO
DQ XUJH WR UHWXUQ ³KRPH�´:KLOH WKH ULJKW WR UHWXUQ KRPH PD\ EH OLPLWHG ZKHQ
LQGLYLGXDOV DUH LQIHFWHG� WKH\ VKRXOG EH DOORZHG WR UHWXUQ DV VRRQ DV SRVVLEOH�
QDPHO\� RQFH WKH\QR ORQJHUSUHVHQWD ULVN RI WUDQVPLWWLQJWKH YLUXV���� ,Q WKHZRUGV
RI *RVWLQ� 5RQDOG %D\HU� DQG $P\ )DLUFKLOG� ³SHRSOH KDYH D ULJKW WR D SODFH WR
UHVLGH DQG VKRXOG QRW VXIIHU WKH LQGLJQLW\ RI IRUFHG H[FOXVLRQ IURP WKHLU KRPH
FRXQWU\�́ ���

%HFDXVH WKH ULJKW WR UHWXUQ LV WKH PRVW XQFRQWURYHUVLDO IDFHW RI IUHHGRP RI
PRYHPHQW� LW KDV UHFHLYHG VFDUFH DWWHQWLRQ LQ VFKRODUVKLS���� +RZHYHU� DV LQ RWKHU
UHVSHFWV� &29,'��� UHVSRQVH PHDVXUHV UDLVH WKH QHHG WR SD\ JUHDWHU DWWHQWLRQ WR
KRZ WKLV KXPDQ ULJKW LV VWUXFWXUHG DQG LPSOHPHQWHG LQ SUDFWLFH� %\ FORVLQJ WKHLU
ERUGHUV WR WKHLU RZQ QDWLRQDOV� 6WDWHV FUHDWH WZR WHQVLRQV� )LUVW� D WHQVLRQ EHWZHHQ
³UHVLGHQW DQG QRQ�UHVLGHQW QDWLRQDOV� UHLQIRUFLQJ D FHUWDLQ VHQVH RI WKH SULPDF\ RI
WHUULWRU\ RYHUQDWLRQDOLW\�´��� 6HFRQG� ³D WHQVLRQEHWZHHQUHVLGHQWDQGQRQ�UHVLGHQW
QDWLRQDOV DQG EHWZHHQ QDWLRQDO DQG QRQ�QDWLRQDO UHVLGHQWV�´��� ,W KDV EHHQ DUJXHG
WKDW� LQ WKH FDVH RI UHWXUQLQJFLWL]HQV� ³WKHGDQJHURI WUDQVPLVVLRQKDV WR EHZHLJKHG
DJDLQVW D YHU\ FOHDU VWDQFH E\ KXPDQ ULJKWV LQ IDYRURI WKH DELOLW\ RI QDWLRQDOV WR
UH�HQWHU WKHLU RZQ FRXQWU\�´��� %HFDXVH RI WKH EURDG FRQFHSW DGRSWHG LQ WKH
FRYHQDQW� WKH VDPH UHDVRQLQJ VKRXOG DSSO\ WR RWKHU LQGLYLGXDOV ZLWK D VWURQJ
DWWDFKPHQW WR WKH FRXQWU\� QDPHO\ SHUPDQHQW UHVLGHQWV DQG SRWHQWLDOO\ HYHQ
IRUHLJQHUV RQ D VWXGHQW YLVD�

0LJUDQWZRUNHUVZHUH SDUWLFXODUO\DIIHFWHGE\ DEVROXWH HQWU\ EDQV� 7KH8QLWHG
1DWLRQV &RPPLWWHH RQ 0LJUDQW :RUNHUV DQG WKH 8QLWHG 1DWLRQV 6SHFLDO
5DSSRUWHXU RQ WKH +XPDQ 5LJKWV RI 0LJUDQWV FDOOHG RQ 6WDWHV WR ³SURWHFW WKH
KXPDQ ULJKWV RI PLJUDQWV DQG WKHLU IDPLOLHV� LUUHVSHFWLYH RI WKHLU PLJUDWLRQ

���+80� 576� &200�� VXSUD QRWH ���� � �� 6HH � ���F�
��� *RVWLQ� %D\HU 	 )DLUFKLOG� VXSUD QRWH ��� DW �����
��� ,G�
��� 0pJUHW� VXSUD QRWH ��� DW ����
��� ,G� DW ��� �GLVFXVVLQJ WKH FORVXUH RI ERUGHUV E\ 0RURFFR WR LWV RZQ QDWLRQDOV��
��� ,G� DW ����
��� 0pJUHW� VXSUD QRWH ��� DW ��� �7KH ULJKW WR UHWXUQ ³LV D IUHHGRP WKDW FDQQRW EH GHQLHG

OLJKWO\�´�� 5LFKDUGVRQ 	 'HYLQH� VXSUD QRWH ���� DW �� �³>$@Q\ &29,'��� UHVWULFWLRQ� VXFK DV
FORVLQJ ERUGHUV� WKDW GRHV QRW DOORZ LQGLYLGXDOV WR UHWXUQ WR WKHLU µRZQ FRXQWU\¶ ZRXOG EH RYHUEURDG
DQG LQFRPSDWLEOH ZLWK WKH ,&&35�´��
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VWDWXV�´��� ,Q SDUWLFXODU� WKH\ XUJHG 6WDWHV WR�

*XDUDQWHH WKH ULJKW RI DOO PLJUDQWV DQG WKHLU IDPLOLHV WR UHWXUQ WR
WKH FRXQWU\ RI ZKLFK WKH\ DUH QDWLRQDOV� 0DQ\ RI WKHP DUH
VWUDQGHG DOO RYHU WKH ZRUOG DV WKH\ WU\ WR UHDFK WKHLU KRPH
FRXQWULHV GXH WR ERUGHU FORVXUHV RU WUDYHO UHVWULFWLRQV ZLWKLQ
FRXQWULHV� 7KLV REOLJDWLRQPXVW EH KDUPRQL]HG ZLWK LQWHUQDWLRQDO
KHDOWK VWDQGDUGV DQG JXLGHOLQHV LVVXHG E\ QDWLRQDO KHDOWK
DXWKRULWLHV� DQG FRYHUV� DFFRUGLQJ WR WKH FRQGLWLRQV RI HDFK 6WDWH�
PHDVXUHV RI SURWHFWLRQ� DFFHVV WR LQIRUPDWLRQ� DQG DVVLVWDQFH����

0LJUDQWZRUNHUV KDYH DOVR EHHQDIIHFWHG LQGLUHFWO\WKURXJK WKH LPSRVLWLRQ� E\
D OLPLWHG QXPEHU RI FRXQWULHV� RI H[LW EDQV� 7KH ULJKW WR OHDYH LV FORVHO\ FRQQHFWHG
ZLWK WKH ULJKW WR UHWXUQ� DV RQH GRHV QRWPDNH VHQVHZLWKRXW WKH RWKHU�$UWLFOH�����
RI WKH ,&&35JLYHV ³HYHU\RQH´ WKH ULJKW WR ³OHDYHDQ\FRXQWU\� LQFOXGLQJKLV RZQ�́
7KLV ULJKW PD\ EH OLPLWHG IRU SXEOLF KHDOWK UHDVRQV �DV LW LV RQH RI WKH ³DERYH�
PHQWLRQHG ULJKWV´ UHIHUUHG WR LQ $UWLFOH ������� +RZHYHU� VXFK OLPLWDWLRQV QHHG WR
EH FRQVLVWHQW ZLWK WKH RWKHU ULJKWV UHFRJQL]HG LQ WKH &RYHQDQW� LQFOXGLQJ WKH ULJKW
WR UHWXUQ� ,I PLJUDQW ZRUNHUV DUH EDUUHG IURP OHDYLQJ WKHLU ³KRVW FRXQWU\�́ WKH\
FDQQRW H[HUFLVH WKHLU ULJKW WR UHWXUQ WR WKHLU ³KRPH´ FRXQWU\� 7KH 8QLWHG1DWLRQV
&RPPLWWHH RQ0LJUDQW:RUNHUV DQG WKH8QLWHG1DWLRQV6SHFLDO 5DSSRUWHXU RQ WKH
+XPDQ 5LJKWV RI 0LJUDQWV VHHP WR KDYH WKLV VFHQDULR LQPLQG ZKHQ WKH\ FDOO XSRQ
6WDWHV 3DUWLHV WR ³>J@XDUDQWHH WKH ULJKW RI DOO PLJUDQWV DQG WKHLU IDPLOLHV WR UHWXUQ
WR WKH FRXQWU\ RI ZKLFK WKH\ DUH QDWLRQDOV�´��� ([LW EDQV DIIHFW QRW RQO\ PLJUDQW
ZRUNHUV EXW DOVR RWKHU LQGLYLGXDOV �QRQ�QDWLRQDOV� QRQ�UHVLGHQWV� ZKRZHUH DEURDG
GXULQJ WKH RXWEUHDN RI WKH SDQGHPLF DQG GLG QRW KDYH WKH FKDQFH WR UHWXUQ WR WKHLU
KRPH FRXQWULHV�

)LQDOO\� WUDYHOEDQVDOVR XQGHUPLQHWKH SURWHFWLRQRIRWKHUIXQGDPHQWDOKXPDQ
ULJKWV� 7KH SDQGHPLF KLJKOLJKWV WKH QHHG WR UHFRJQL]H WKH ³LQWHUGHSHQGHQFH DQG
LQGLYLVLELOLW\´ RI KXPDQ ULJKWV���� 3DUWLFXODUO\ LPSRUWDQW LQ FRQQHFWLRQ WR
LQWHUQDWLRQDO PRELOLW\ LV WKH ULJKW WR IDPLO\ UHXQLILFDWLRQ� $UWLFOH ����� RI WKH
,&&35VWDWHV WKDW ³>W@KH IDPLO\ LV WKH QDWXUDO DQGIXQGDPHQWDOJURXSXQLWRI VRFLHW\
DQG LV HQWLWOHG WR SURWHFWLRQ E\ VRFLHW\ DQG WKH 6WDWH�´��� 7KH ULJKW WR IDPLO\
UHXQLILFDWLRQ²QRUPDOO\ GLVFXVVHG LQ WKH FRQWH[W RI PLJUDWLRQ ODZV²GHULYHV IURP

��� &RPP� RQ 0LJUDQW :RUNHUV 	 6SHFLDO 5DSSRUWHXU RQ WKH +XP� 5WV� RI 0LJUDQWV� -RLQW
*XLGDQFH 1RWH RQ WKH ,PSDFWV RI WKH &29,'��� 3DQGHPLF RQ WKH +XPDQ5LJKWV RI 0LJUDQWV� 81,7('
1$7,216 �0D\ ��� ����� KWWSV���ZZZ�RKFKU�RUJ�'RFXPHQWV�,VVXHV�0LJUDWLRQ�&0:630-RLQW
*XLGDQFH1RWH&29,'���0LJUDQWV�SGI�

��� ,G� DW � ���
��� ,G�
��� $QGUHDVVHQ HW DO�� VXSUD QRWH ���� DW ����
��� ,&&35� VXSUD QRWH ���� DW DUW� ������



<$/( -2851$/ 2) +($/7+ 32/,&<� /$:� $1' (7+,&6 ���� ������

���

WKLV SURYLVLRQ���� $V UHFRJQL]HG E\ :+2� ³>H@YHQ VKRUW�WHUP UHVWULFWLRQV RQ
IUHHGRP RI PRYHPHQW FDQ KDYH VLJQLILFDQW²DQG SRVVLEO\ GHYDVWDWLQJ²ILQDQFLDO
DQG VRFLDO FRQVHTXHQFHV IRU LQGLYLGXDOV� WKHLU IDPLOLHV� DQG WKHLU FRPPXQLWLHV�́ ���

0DQ\ FRXQWULHV WKDW LPSRVHG WUDYHO EDQV SURYLGHG QR H[HPSWLRQV IRU QDWLRQDOV¶ RU
UHVLGHQWV¶ IDPLO\PHPEHUV���� $V D UHVXOW� IDPLOLHV ZLWK GLIIHUHQW QDWLRQDOLWLHV RU
UHVLGHQWLDO VWDWXVHV FRXOG QRW UHXQLWH�

,Q WKLV UHJDUG� LW LV LQVWUXFWLYH WR UHFDOO WKH ZRUGV RI WKH +XPDQ 5LJKWV
&RPPLWWHH�

,W LV LQ SULQFLSOH D PDWWHU IRU WKH 6WDWH WR GHFLGHZKR LW ZLOO DGPLW
WR LWV WHUULWRU\� +RZHYHU� LQ FHUWDLQ FLUFXPVWDQFHV DQ DOLHQ PD\
HQMR\ WKH SURWHFWLRQ RI WKH &RYHQDQW HYHQ LQ UHODWLRQ WR HQWU\ RU
UHVLGHQFH� IRU H[DPSOH� ZKHQ FRQVLGHUDWLRQV RI QRQ�
GLVFULPLQDWLRQ� SURKLELWLRQ RI LQKXPDQ WUHDWPHQW DQG UHVSHFW IRU
IDPLO\ OLIH DULVH����

%RWK OHJDO �KXPDQ ULJKWV� DQG VFLHQWLILF �PHGLFDO� SULQFLSOHV VHUYH DV
VWDQGDUGV DJDLQVW ZKLFK WKH YDOLGLW\ RI DGGLWLRQDO KHDOWK PHDVXUHV VKRXOG EH
DVVHVVHG� %HFDXVH :+2¶V JXLGDQFH RQ WKH SURWHFWLRQ RI KXPDQ ULJKWV GXULQJ
SDQGHPLFV KDVEHHQZHDN�6WDWHV KDYH EHHQ DEOH WR IUHHO\FODLP WKDW WKH\DUH WDNLQJ
QHFHVVDU\ RU HIIHFWLYH PHDVXUHV���� ,W VHHPV GLIILFXOW WR GHPRQVWUDWH WKH SXEOLF
KHDOWK UDWLRQDOH RI WUDYHO EDQV� DQG WKHUHIRUH WKH\ EUHDFK$UWLFOH �� RI WKH ,+5�
:KHQ LW FRPHV WR WKH KXPDQ ULJKWV OHYHO� RQH PXVW GLVWLQJXLVK DFFRUGLQJ WR WKH
VWDWXV RI WKH LQGLYLGXDO� (QWU\ EDQV FRYHULQJ QDWLRQDOV DQG UHVLGHQWV FOHDUO\ EUHDFK
WKH ULJKW RI UHWXUQ� ([LW EDQV DUH DOVR SUREOHPDWLF EHFDXVH WKH\ DIIHFW WKH H[HUFLVH
RI WKH ULJKW WR UHWXUQ� %RWK W\SHV RI PHDVXUHV LQGLUHFWO\ SUHYHQW IDPLO\ PHPEHUV
IURP H[HUFLVLQJ WKHLU ULJKW WR IDPLO\ UHXQLILFDWLRQ� )RUHLJQHUV GR QRW KDYH D ULJKW
WR HQWU\ WR D IRUHLJQ FRXQWU\EXWPD\ EH DIIHFWHG LI WKH\DUH SUHYHQWHGIURPOHDYLQJ
DV WKH\ EHFRPH XQDEOH WR H[HUFLVH WKHLU UHWXUQ WR UHWXUQ WR WKHLU KRPH FRXQWU\�

��� 6HH� H�J�� *DOO\D /DKDY� ,QWHUQDWLRQDO 9HUVXV 1DWLRQDO &RQVWUDLQWV LQ )DPLO\�5HXQLILFDWLRQ
0LJUDWLRQ 3ROLF\� � */2%� *29(51$1&( ��� ������� 5\V]DUG &KROHZLQVNL� )DPLO\ 5HXQLILFDWLRQ
DQG &RQGLWLRQV 3ODFHG RQ )DPLO\ 0HPEHUV� 'LVPDQWOLQJ D )XQGDPHQWDO +XPDQ 5LJKW� � (85� -�
0,*5$7,21 	 /� ��� �������

���:25/' +($/7+ 25*�� VXSUD QRWH ���� DW ���
���*XRIX /LX� &29,'��� DQG WKH +XPDQ5LJKWV RI 1DWLRQDO $EURDG� ��� $-,/81%281' ����

��� �������
���+80� 576� &200�� VXSUD QRWH ���� DW � � �HPSKDVLV DGGHG��
��� $OLFLD <DPLQ 	 5RRMLQ +DELEL� +XPDQ5LJKWV DQG&RURQDYLUXV� :KDW¶V DW 6WDNH IRU 7UXWK�

7UXVW� DQG 'HPRFUDF\"� +($/7+ 	 +80� 576� -� �0DU� �� ������
KWWSV���ZZZ�KKUMRXUQDO�RUJ���������KXPDQ�ULJKWV�DQG�FRURQDYLUXV�ZKDWV�DW�VWDNH�IRU�WUXWK�WUXVW�
DQG�GHPRFUDF\�
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7UDYHO EDQV TXDOLI\ DV FDVHV RI DGGLWLRQDO KHDOWKPHDVXUHV WKDW VLJQLILFDQWO\
LQWHUIHUH ZLWK LQWHUQDWLRQDO WUDIILF���� 7KHUHIRUH� JRYHUQPHQWV WKDW LPSOHPHQW VXFK
PHDVXUHV PXVW SURYLGH :+2 ZLWK WKH SXEOLF KHDOWK UDWLRQDOH DQG UHOHYDQW
VFLHQWLILF LQIRUPDWLRQ IRU WKH PHDVXUH ZLWKLQ IRUW\�HLJKW KRXUV RI
LPSOHPHQWDWLRQ���� :KLOH WKH ,+5 GR QRW FODULI\� LW FDQ EH DVVXPHG WKDW D SXEOLF
KHDOWK UDWLRQDOHVKRXOGFRQVLGHU WKH HOHPHQWVPHQWLRQHGLQ$UWLFOH ������ VFLHQWLILF
SULQFLSOHV� DYDLODEOH VFLHQWLILF HYLGHQFH RI D ULVN WR KXPDQ KHDOWK� DQG DQ\
DYDLODEOH VSHFLILF JXLGDQFH RU DGYLFH IURP:+2���� $JDLQ� WKH OHYHO RI VFLHQWLILF
HYLGHQFHUHTXLUHGWR MXVWLI\DGGLWLRQDOKHDOWKPHDVXUHV LV XQFOHDU�$FFRUGLQJWR WKH
6WHOOHQERVFK &RQVHQVXV� ³DGGLWLRQDO KHDOWK PHDVXUHV PXVW EH VXSSRUWHG E\ D
SXEOLF KHDOWK UDWLRQDOH WKDW LV� DW PLQLPXP� EDVHG RQ WKH VFLHQWLILF HYLGHQFH
DSSUDLVHG LQ SDUDJUDSK ��́ ���

7KH ,+5 HPSKDVL]HV HSLGHPLRORJ\ RYHU VRYHUHLJQW\���� ,I 6WDWHV 3DUWLHV
GHFLGH WR GLVUHJDUG VSHFLILF JXLGDQFH RU DGYLFH IURP:+2� WKH\ EHDU WKH EXUGHQ
RI MXVWLI\LQJ WKHLU GHFLVLRQ� ,W LV QRW HQRXJK WR ODFRQLFDOO\ FODLP WR EH LQWHUYHQLQJ
LQ WKH QDPH RI SXEOLF KHDOWK���� $GGLWLRQDO KHDOWK PHDVXUHV PXVW EH ³HYLGHQFH�
EDVHG�´��� DQG WKH H[SODQDWLRQ RI WKHLU SXEOLF KHDOWK UDWLRQDOH VKRXOG EH
³DGHTXDWH�́ ��� ([SHULHQFH VKRZV WKDW 6WDWHV 3DUWLHV RIWHQ IDLO WR FRPSO\ZLWK WKHVH
GXWLHV���� 7KLV PDNHV LW LPSRVVLEOH IRU :+2 WR H[HUFLVH LWV SRZHU WR� DIWHU
DVVHVVLQJ WKDW LQIRUPDWLRQ DQG RWKHU UHOHYDQW LQIRUPDWLRQ� UHTXHVW WKDW WKH 6WDWH
3DUW\ UHFRQVLGHU WKH DSSOLFDWLRQ RI WKH PHDVXUHV���� $FFRUGLQJ WR $GDP )HUKDQL
DQG 6LPRQ 5XVKWRQ� :+2 ³VHHPV WR KDYH EHHQ SRZHUOHVV HLWKHU WR GHPDQG DQ
H[SODQDWLRQ IURP QRQ�UHSRUWLQJ VWDWHV RU WR FKDOOHQJH WKH MXVWLILFDWLRQV RI WKRVH
ZKR KDG UHSRUWHG DGGLWLRQDO KHDOWK PHDVXUHV�́ ���

��� ,+5� VXSUD QRWH �� DW DUW� ������
��� ,G� DW DUWV� ������ ������ :+2 VKDOO VKDUH WKLV LQIRUPDWLRQ ZLWK RWKHU 6WDWHV 3DUWLHV DQG

VKDUH LQIRUPDWLRQ UHJDUGLQJ WKH KHDOWK PHDVXUHV LPSOHPHQWHG� ,G� DW DUW� ������
��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ������
��� ,G� DW ���
��� )LGOHU� VXSUD QRWH ��� DW ����
��� 7RHEHV� VXSUD QRWH ��� DW ����
���5HSRUW RI WKH 5HYLHZ &RPPLWWHH RQ WKH )XQFWLRQLQJ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV

������ LQ 5HODWLRQ WR 3DQGHPLF �+�1�� ����� :25/' +($/7+ 25*� � �� �0D\ ������
KWWSV���DSSV�ZKR�LQW�JE�HEZKD�SGIBILOHV�:+$���$��B���HQ�SGI�

��� ,PSOHPHQWDWLRQ RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������� 5HSRUW RI WKH 5HYLHZ
&RPPLWWHH RQ WKH 5ROH RI WKH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV ������ LQ WKH (EROD 2XWEUHDN DQG
5HVSRQVH� :25/' +($/7+ 25*� �� �0D\ ������ KWWSV���DSSV�ZKR�LQW�JE�HEZKD�SGIBILOHV�:+$
���$��B���HQ�SGI�

��� )HUKDQL 	 5XVKWRQ� VXSUD QRWH ��� DW ���� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ���
%XUFL� VXSUD QRWH ��� DW ����

��� %XUFL� VXSUD QRWH ��� DW ���� 6HH ,+5� VXSUD QRWH �� DW DUW� ������
��� )HUKDQL 	 5XVKWRQ� VXSUD QRWH ��� DW ����



<$/( -2851$/ 2) +($/7+ 32/,&<� /$:� $1' (7+,&6 ���� ������

���

7R WKH EHVW RI RXU NQRZOHGJH� WKHUH LV QR SXEOLFO\ DYDLODEOH LQIRUPDWLRQ IURP
:+2 RU RWKHU LQWHUQDWLRQDO RUJDQL]DWLRQV UHJDUGLQJ DGGLWLRQDO KHDOWK PHDVXUHV
UHSRUWHG E\ VWDWHV� 7KLVPDNHV LW LPSRVVLEOH WR NQRZ ZKDW DUJXPHQWV WKH\ XVHG����
,Q WKHLU VWXG\ DERXW (XURSHDQ8QLRQ �(8�0HPEHU 6WDWH¶V FRPSOLDQFH ZLWK WKH
UHTXLUHPHQWV FRQWDLQHG LQ WKH 6FKHQJHQ %RUGHUV &RGH� 6HUJLR &DUUHUD DQG 1JR
&KXQ /XN FRQFOXGHG WKDW ³>Q@RQH RI WKH UHOHYDQW PLQLVWULHV RI LQWHULRU SURYLGHG
DQ\ PHDQLQJIXO H[SODQDWLRQ RI ZK\ WKH\ FRQVLGHUHG &29,'��� VRPHWKLQJ
µIRUHLJQ¶ IURP DEURDG ZKHQ WKH YLUXV ZDV DOUHDG\ SUHVHQW DQG VSUHDGLQJ DFURVV
WKHLU RZQ WHUULWRULHV DQG SRSXODWLRQV�́ ���

6WDWHV 3DUWLHV WR WKH ,+5KDYH D GXW\ WR SURYLGHD SXEOLF KHDOWKUDWLRQDOHZKHUH
WKHLU PHDVXUHV LQWHUIHUH VLJQLILFDQWO\ ZLWK LQWHUQDWLRQDO WUDIILF� (YHQ LI QRW
H[SUHVVO\ VWDWHG� WKH VLWXDWLRQ LV TXLWH VLPLODU WR WKH HYLGHQWLDU\ EXUGHQ XQGHU WKH
6FKHQJHQ%RUGHUV&RGH�(�8�0HPEHU6WDWHV KDYH DQ LQFUHPHQWDOEXUGHQRISURRI
WR MXVWLI\ DQG SURYLGH HYLGHQFH RQ WKHLU SURSRUWLRQDOLW\���� 7KH VDPH LGHD VKRXOG
DSSO\ LQ WKH FRQWH[W RI WKH ,+5� 7KH KDUVKHU DQGPRUH LQWUXVLYH WKH SXEOLF KHDOWK
PHDVXUH LV� WKH PRUH SHUVXDVLYH DQG ULJRURXV WKH VFLHQWLILF HYLGHQFH DGYDQFHG WR
VXSSRUW LW VKRXOG EH���� ,Q DGGLWLRQ� WKH EXUGHQ RI SURRI VKRXOG LQFUHDVH DV WLPH
JRHV E\ DQG PHDVXUHV UHPDLQ LQ SODFH���� ,I 6WDWHV 3DUWLHV IDLO WR MXVWLI\ WKHLU
PHDVXUHV RU SUHVHQW JHQHULF SUHWH[WV� WKH\ IHHG SHUFHSWLRQV WKDW WUDYHO UHVWULFWLRQV
DUH EDVHG RQ FRQVLGHUDWLRQV RWKHU WKDQ SXEOLF KHDOWK �QDPHO\� FRQFHUQV RI DQ
HFRQRPLF RU SROLWLFDO QDWXUH�����

,Q WKH KXPDQ ULJKWV DUHQD� WKH GHFLVLRQ�PDNLQJSURFHVVE\ JRYHUQPHQWVLV DOVR
VXEMHFW WR FORVH VFUXWLQ\� $V VWDWHG LQ WKH 6LUDFXVD 3ULQFLSOHV� ³>L@Q GHWHUPLQLQJ
ZKHWKHU GHURJDWLRQPHDVXUHV DUHVWULFWO\ UHTXLUHGE\ WKH H[LJHQFLHV RI WKH VLWXDWLRQ

��� ,W FDQ EH DVVXPHG WKDW DW OHDVW 1HZ =HDODQG GLG UHSRUW DQG MXVWLI\ LWV PHDVXUHV EHIRUH :+2�
:LOVRQ� %DUQDUG 	 %DNHU� VXSUD QRWH ���� DW � �³:KLOH WKH :+2 JHQHUDOO\ DGYLVHV DJDLQVW WUDYHO
UHVWULFWLRQV� 1= KDV WHFKQLFDOO\ PHW LWV ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV �,+5� REOLJDWLRQV E\
SURYLGLQJ D UDWLRQDOH WR :+2 ZLWKLQ WKH UHTXLVLWH WLPHIUDPH � � � �´��

��� &DUUHUD 	 /XN� VXSUD QRWH ���� DW ���
��� ,G� DW ���
��� (UURO 0HQGHV� 5HVWULFWLRQV RQ 0RELOLW\ 5LJKWV RI &DQDGLDQV 'XULQJ WKH 3DQGHPLF� 7KH

&ULWLFDO 1HHG IRU 3URSHU 6FLHQWLILF DQG 3XEOLF +HDOWK 5DWLRQDOHV� �� 1$7¶/ -� &2167� /� ��� ��
������ �GLVFXVVLQJ KHDOWK PHDVXUHV IURP WKH SHUVSHFWLYH RI &DQDGLDQ &RQVWLWXWLRQDO ODZ��

��� &DUUHUD 	 /XN� VXSUD QRWH ���� DW ��� ,Q WKH DXWKRUV¶ RSLQLRQ� PRVW (8 0HPEHU 6WDWHV
IDLOHG WR PHHW WKLV WHVW� ³0RVW RI WKH 0LQLVWULHV RI WKH ,QWHULRU KDYH IDLOHG WR SURYLGH HYLGHQFH�EDVHG
RI WKH QHFHVVLW\ DQG SURSRUWLRQDOLW\ RI ERUGHU FRQWUROV DQG WUDYHO EDQV� DQG WKHLU H[SHFWHG DQG
GRFXPHQWHG LPSDFWV� � � � 7KHUH KDV QRW EHHQ DQ\ UREXVW LQGHSHQGHQW HYLGHQFH SURYLGHG E\ WKH
UHOHYDQW QDWLRQDO DXWKRULWLHV WR UDWLRQDOLVH HLWKHU WKH H[WUD� RU LQWUD�(8 WUDYHO UHVWULFWLRQ PHDVXUHV�
ZKLFK DUH SUHUHTXLVLWHV IRU FRQGXFWLQJ DQ\ SURSRUWLRQDOLW\ WHVW LQ (8 ERUGHUV DQG IUHH PRYHPHQW
ODZ� $QG \HW� DQ\ FRHUFLYH SXEOLF SROLFLHV VKRXOG EH IRXQGHG RQ FRPSHOOLQJ VFLHQWLILF HYLGHQFH DQG
SUHVHQWHG ZLWK WUDQVSDUHQW� FOHDU DQG UREXVW UHVSHFW IRU IXQGDPHQWDO ULJKWV DQG HWKLFDO SULQFLSOHV�´
&DUUHUD 	 /XN� VXSUD QRWH ���� DW ���

��� 6HH� H�J�� 5DPML�1RJDOHV 	 *ROGQHU /DQJ� VXSUD QRWH ���� DW ���� &KHWDLO� VXSUD QRWH ���
DW ��
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WKH MXGJPHQW RI WKH QDWLRQDO DXWKRULWLHV FDQQRW EH DFFHSWHG DV FRQFOXVLYH�́ ���

:KLOH WKH ,&&35 GRHV QRW UHIHU WR VFLHQWLILF HYLGHQFH DQG SULQFLSOHV� LW GRHV
UHTXLUH 6WDWHV WR DVVHVV ULVNV���� *RYHUQPHQWV KDYH WKH EXUGHQ RI MXVWLI\LQJ WKHLU
PHDVXUHV� $V KLJKOLJKWHG E\ WKH +XPDQ 5LJKWV &RPPLWWHH RQ LWV VWDWHPHQW RQ
GHURJDWLRQV IURP WKH ,&&35 LQ FRQQHFWLRQZLWK &29,'����

:KHUH PHDVXUHV GHURJDWLQJ IURP WKH REOLJDWLRQV RI 6WDWHV SDUWLHV
XQGHU WKH &RYHQDQW DUH WDNHQ� WKH SURYLVLRQV GHURJDWHG IURPDQG
WKH UHDVRQV IRU WKHGHURJDWLRQPXVWEH FRPPXQLFDWHGLPPHGLDWHO\
WR WKH RWKHU 6WDWHV SDUWLHV WKURXJK WKH 6HFUHWDU\�*HQHUDO�
1RWLILFDWLRQ E\ D 6WDWH>3@DUW\PXVW LQFOXGHIXOO LQIRUPDWLRQDERXW
WKH GHURJDWLQJ PHDVXUHV WDNHQ DQG D FOHDU H[SODQDWLRQ RI WKH
UHDVRQV IRU WDNLQJ WKHP�ZLWK FRPSOHWHGRFXPHQWDWLRQ RIDQ\ODZV
DGRSWHG����

7KH &RPPLWWHH VWDWHG WKDW VHYHUDO FRXQWULHV KDG DOUHDG\ QRWLILHG WKH
6HFUHWDU\�*HQHUDO RI PHDVXUHV WKH\ KDG WDNHQ RU ZHUH SODQQLQJ WR WDNH GHURJDWLQJ
IURP WKH ,&&35� 6HYHUDO RWKHU 6WDWHV 3DUWLHV� KRZHYHU� KDG DGRSWHG PHDVXUHV
ZLWKRXW IRUPDO QRWLILFDWLRQ� DQG WKH &RPPLWWHH XUJHG VXFK 6WDWHV WR QRWLI\ WKH
6HFUHWDU\�*HQHUDO LPPHGLDWHO\���� 7KH VWDWHPHQW GHOLQHDWHV WKH GLIIHUHQW
UHTXLUHPHQWV DQG FRQGLWLRQV WKDW 6WDWHV PXVW FRPSO\ZLWK WR DOLJQ WKHLU PHDVXUHV
ZLWK KXPDQ ULJKWV VWDQGDUGV�*RYHUQPHQWV FDQQRW VLPSO\ EDVH WKHLU VXEPLVVLRQV
RQ WKH QHHG WR FDOP SXEOLF DQ[LHW\ RU DYRLG SDQLF���²PHDVXUHV VKRXOG QRW EH
³LPSRVHGPHUHO\ EHFDXVH RI DQ DSSUHKHQVLRQ RI SRWHQWLDO GDQJHU�́ ��� 7KH\ VKRXOG
LGHQWLI\ WKH PHDVXUHV WKH\ KDYH LPSOHPHQWHG RU SODQ WR LPSOHPHQW DQG H[SODLQ
ZK\ WKH\ EHOLHYH WKH\ DUH DSSURSULDWH WR WKH ULVNV FUHDWHG E\ WKH SDQGHPLF����

7KH SUREOHP LV WKDW JRYHUQPHQWV RIWHQ ILOH ³QRWLFHV RI GHURJDWLRQ >WKDW@ DUH
WRR JHQHUDO� WRR EULHI� DQG GR QRW JLYH D FOHDU LQGLFDWLRQ RI ZKDW DUWLFOHV � � � KDYH
EHHQ VXVSHQGHG�´��� ,Q WKH FRQWH[W RI &29,'���� VWDWHV GR QRW HYHQ H[SODLQ ZK\

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� 9RQ 7LJHUVWURP� VXSUD QRWH ���� DW ���
���+80� 576� &200�� VXSUD QRWH ���� DW � � �HPSKDVLV DGGHG��
��� ,G� DW � �� 7KH &RPPLWWHH DGGHG WKDW ³WKH LPSOHPHQWDWLRQ RI WKH REOLJDWLRQ RI LPPHGLDWH

QRWLILFDWLRQ >LV@ HVVHQWLDO IRU WKH GLVFKDUJH RI LWV IXQFWLRQV� DV ZHOO DV IRU WKH PRQLWRULQJ RI WKH
VLWXDWLRQ E\ RWKHU 6WDWHV SDUWLHV DQG RWKHU VWDNHKROGHUV � � � �´ ,G�

��� 6HH )UDQFLVFR�-RVp 4XLQWDQD 	 -XVWLQD 8ULEXUX� 0RGHVW ,QWHUQDWLRQDO /DZ� &29,'����
,QWHUQDWLRQDO /HJDO 5HVSRQVHV� DQG 'HSROLWLFL]DWLRQ� ��� $0� -� ,17¶/ /� ���� ��� �������

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� ,G� DW � ���
��� -$,0( 25¬¬� +80$1 5,*+76 ,1 67$7( 2) (0(5*(1&< ,1 ,17(51$7,21$/ /$: �� �������

VHH DOVR +DUWPDQ� VXSUD QRWH ���� DW ��� /DXUHQFH 5� +HOIHU� 5HWKLQNLQJ 'HURJDWLRQV IURP +XPDQ
5LJKWV 7UHDWLHV� ��� $0� -� ,17¶/ /� ��� �� ������ �³0RVW QRWLFHV RI GHURJDWLRQ DUH VKRUW VLPSOH
VWDWHPHQWV OLVWLQJ ZKLFK ULJKWV KDYH EHHQ VXVSHQGHG DQG IRU KRZ ORQJ� DQG FLWLQJ WR GRPHVWLF ODZV
RU GHFUHHV� RQO\ D IHZ VWDWHV KDYH RIIHUHG PRUH GHWDLOHG MXVWLILFDWLRQV RI WKHLU DFWLRQV�´��
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D GHURJDWLRQ LV QHFHVVDU\ LQVWHDG RI D UHVWULFWLRQ���� ,I JRYHUQPHQWV FKDOOHQJH WKH
VFLHQWLILF DXWKRULW\ RI:+2¶V UHFRPPHQGDWLRQV ZLWKRXW HYHQ ERWKHULQJ WR MXVWLI\
WKHLU GHFLVLRQ RU GR VR ORRVHO\� WKH\ ZLGHQ WKH JDS EHWZHHQ VFLHQWLILF HYLGHQFH DQG
SROLWLFDO DFWLRQ���� ,W LV HYHQ KDUGHU WR PDNH VXFK D GHWHUPLQDWLRQZKHQ 6WDWHV GR
QRW HYHQ UHSRUW WKH PHDVXUHV WKH\ LPSOHPHQW���� $V PDQ\ RI WKHVH PHDVXUHV DUH
EHLQJ OLIWHG� FRPSHWHQW ERGLHV PD\ QHYHU UHYLHZ WKHP����

,Q DGGLWLRQ WR WKH REOLJDWLRQ WR UHSRUW� 6WDWHV 3DUWLHV WR WKH ,+5 DOVR KDYH
REOLJDWLRQV WR UHYLHZ DGGLWLRQDO KHDOWK PHDVXUHV ZLWKLQ WKUHH PRQWKV RI WKHLU
LPSOHPHQWDWLRQ���� 7KH REOLJDWLRQ WR UHYLHZ VXFK PHDVXUHV LV D UHPLQGHU RI WKHLU
WHPSRUDU\ QDWXUH DQG WKH QHHG WR VXEVWDQWLDWH WKHLU SXEOLF KHDOWK UDWLRQDOH����

7KH ORQJHU PHDVXUHV UHPDLQ LQ SODFH� WKH KDUGHU WKH\ EHFRPH WR MXVWLI\� ,I
WUDYHO EDQV FRXOG EH MXVWLILHG LQ WKH HDUO\ VWDJHV RI WKH SDQGHPLF� WKH\ PDNH OHVV
VHQVH DV WLPH JRHV E\� 7UDYHO EDQV DUH RIWHQ SUHVHQWHG DV D ZD\ WR ³NHHS WKH LOO
RXW�´ +RZHYHU� LQ PRVW FRXQWULHV� WKLV VWUDWHJ\ GLG QRW ZRUN DV WKH YLUXV ZDV
DOUHDG\ ZLWKLQ WKH ERUGHUV� $V VWDWHG E\ RQH DXWKRU� ³QR WZR DLUSRUWV LQ WKH ZRUOG
DUH VHSDUDWHG E\PRUH WKDQ >WKLUW\�VL[@ KRXUV RI IO\LQJ WLPH� D SHULRG VKRUWHU WKDQ
WKH LQFXEDWLRQ WLPH IRU PRVW LQIHFWLRXV GLVHDVHV�´��� 6HYHUDO PRQWKV DIWHU WKH ILUVW
FDVHV RI ORFDO WUDQVPLVVLRQ� ZHUH FRXQWULHVZLWK WUDYHOV EDQV LQ SODFH VWLOO WU\LQJ WR
SUHYHQW WKH ³DUULYDO´ RI WKH YLUXV" 7KH YLUXV KDG PDGH LWV ZD\ WKURXJK QDWLRQDO
ERUGHUV� VR NHHSLQJ WKHP FORVHG ZDV DQ H[HUFLVH LQ IXWLOLW\�

6WDWHV PXVW UHYLHZ WKHLU PHDVXUHV WDNLQJ LQWR DFFRXQW VFLHQWLILF SULQFLSOHV�
DYDLODEOH VFLHQWLILF HYLGHQFH� DQG DQ\ VSHFLILF JXLGDQFH RU DGYLFH IURP:+2����
,Q -XO\ ����� :+2 DFNQRZOHGJHG WKDW ³>P@DQ\ FRXQWULHV KD>G@ KDOWHG VRPH RU DOO
LQWHUQDWLRQDO WUDYHO VLQFH WKH RQVHWRI WKH&29,'��� SDQGHPLF EXWQRZKDYHSODQV
WR UH�RSHQ WUDYHO�´ RIIHULQJ VRPH DGYLFH IRU QDWLRQDO KHDOWK DXWKRULWLHV ZKHQ
UHVXPLQJ LQWHUQDWLRQDO WUDYHO���� ,W DOVR DGGHG�

��� 1LDOO &RJKODQ� 'LVVHFWLQJ &29,'��� 'HURJDWLRQV� 9(5)$6681*6%/2* �0D\ �� ������
KWWSV���YHUIDVVXQJVEORJ�GH�GLVVHFWLQJ�FRYLG����GHURJDWLRQV�

��� 3HWHUVHQ HW DO�� VXSUD QRWH ���� DW ��� $OEHUWR $OHPDQQR� 7DPLQJ&29,'��� E\ 5HJXODWLRQ�
$Q 2SSRUWXQLW\ IRU 6HOI�5HIOHFWLRQ� �� (85� -� 5,6. 5(*8/� ���� ��� ������� $OHPDQQR SUHVHQWV
WUDYHO EDQV DV DQ H[DPSOH RI XQSUHSDUHG GHFLVLRQ�PDNLQJ SURFHVVHV WKDW UHVXOWHG LQ XQVFLHQWLILF
RXWFRPHV� ,G� DW ������ 	 Q����

��� 5LFKDUGVRQ 	 'HYLQH� VXSUD QRWH ���� DW ��
��� +HOIHU� VXSUD QRWH ����� DW ���
��� 6HH ,+5� VXSUD QRWH �� DW DUWV� ����������
��� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ���
��� (ULF &DUWHU� :KHQ 2XWEUHDNV *R *OREDO� 0LJUDWLRQ DQG 3XEOLF +HDOWK LQ D 7LPH RI =LND�

0,*5$7,21 32/¶< ,167� �-XO\ �� ������ KWWSV���ZZZ�PLJUDWLRQSROLF\�RUJ�DUWLFOH�ZKHQ�RXWEUHDNV�JR�
JOREDO�PLJUDWLRQ�DQG�SXEOLF�KHDOWK�WLPH�]LND�

��� ,+5� VXSUD QRWH �� DW DUW� ������
��� 3XEOLF +HDOWK &RQVLGHUDWLRQV :KLOH 5HVXPLQJ ,QWHUQDWLRQDO 7UDYHO� :25/' +($/7+ 25*�

�-XO\ ��� ������ KWWSV���ZZZ�ZKR�LQW�QHZV�URRP�DUWLFOHV�GHWDLO�SXEOLF�KHDOWK�FRQVLGHUDWLRQV�ZKLOH�
UHVXPLQJ�LQWHUQDWLRQDO�WUDYHO�
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7KH JUDGXDO OLIWLQJ RI WUDYHO PHDVXUHV �RU WHPSRUDU\ UHVWULFWLRQV�
VKRXOG EH EDVHGRQD WKRURXJKULVN DVVHVVPHQW� WDNLQJLQWR DFFRXQW
FRXQWU\ FRQWH[W� WKHORFDO HSLGHPLRORJ\DQGWUDQVPLVVLRQSDWWHUQV�
WKH QDWLRQDO KHDOWK DQG VRFLDO PHDVXUHV WR FRQWURO WKH RXWEUHDN�
DQG WKH FDSDFLWLHV RI KHDOWK V\VWHPV LQ ERWK GHSDUWXUH DQG
GHVWLQDWLRQFRXQWULHV� LQFOXGLQJDWSRLQWV RI HQWU\�$Q\VXEVHTXHQW
PHDVXUH PXVW EH SURSRUWLRQDWH WR SXEOLF KHDOWK ULVNV DQG VKRXOG
EH DGMXVWHG EDVHG RQ D ULVN DVVHVVPHQW� FRQGXFWHG UHJXODUO\ DQG
V\VWHPDWLFDOO\ DV WKH &29,'��� VLWXDWLRQ HYROYHV DQG
FRPPXQLFDWHG UHJXODUO\ WR WKH SXEOLF����

2QH ZRQGHUV ZKHWKHU 6WDWHV ZLOO KHHG :+2¶V DGYLFH ZKLOH UH�RSHQLQJ
ERUGHUV DV PXFK DV WKH\ GLG �QRW� ZKHQ FORVLQJ WKHP���� 7UDYHOV EDQV DUH LQWHQGHG
WR EH H[FHSWLRQDO DQG WHPSRUDU\� WKH\ DUH D ³GHOD\ VWUDWHJ\�́ QRW D ³SUHYHQWDWLYH´
RQH���� $V VWDWHG E\ WKH +XPDQ 5LJKWV &RPPLWWHH� ³>W@KH UHVWRUDWLRQ RI D VWDWH RI
QRUPDOF\ZKHUH IXOO UHVSHFW IRU WKH &RYHQDQW FDQ DJDLQ EH VHFXUHG PXVW EH WKH
SUHGRPLQDQW REMHFWLYH RI D 6WDWH >3@DUW\ GHURJDWLQJ IURP WKH &RYHQDQW�́ ���

6LPLODUO\�ZKHQ DGGUHVVLQJWKH&29,'���FULVLV� WKH&RXQFLORI (XURSH VWDWHGWKDW
³WKH PDLQ SXUSRVH RI WKH VWDWH RI HPHUJHQF\ UHJLPH �RU DOLNH� LV WR FRQWDLQ WKH
GHYHORSPHQW RI WKH FULVLV DQG UHWXUQ� DV TXLFNO\ DV SRVVLEOH� WR WKH QRUPDOLW\�́ ���

$FFRUGLQJ WR WKH 6LUDFXVD 3ULQFLSOHV� ³>D@ VWDWH SDUW\ DYDLOLQJ LWVHOI RI WKH ULJKW RI
GHURJDWLRQ SXUVXDQW WR$UWLFOH � VKDOO WHUPLQDWH VXFKGHURJDWLRQLQ WKH VKRUWHVW WLPH
UHTXLUHG WR EULQJ WR DQ HQG WKH SXEOLF HPHUJHQF\ZKLFK WKUHDWHQV WKH OLIH RI WKH
QDWLRQ�´��� ,I WUDYHO EDQV UHPDLQ LQ SODFH LQGHILQLWHO\� SHRSOH VWDUW TXHVWLRQLQJ WKHLU
HIIHFWLYHQHVV DQGZRQGHULQJ LI JRYHUQPHQWV DUH RYHUORRNLQJ WKHLU HFRQRPLF DQG
KXPDQ ULJKWV LPSDFW���� 7KHUH LV D ULVN WKDW WUDYHO EDQV EHFRPH WKH ³QHZQRUPDÓ
DQG DUH XVHG E\ JRYHUQPHQWV WR SXUVXH JRDOV RWKHU WKDQ VWULFWO\ WKH ILJKW DJDLQVW
WKH SDQGHPLF���� ([SHULHQFH VKRZV WKDW VWDWHV IUHTXHQWO\PDLQWDLQ GHURJDWLRQV IRU
ORQJ SHULRGV����

��� ,G�
��� 9RQ 7LJHUVWURP 	:LOVRQ� VXSUD QRWH ��� DW ��
��� %RUDPH 'LFNHQV HW DO�� 6WUDWHJLHV DW 3RLQWV RI (QWU\ WR 5HGXFH ,PSRUWDWLRQ 5LVN RI &29,'�

�� &DVHV DQG 5HRSHQ 7UDYHO� �� -� 75$9(/ 0('� �� � �������
��� *HQHUDO &RPPHQW 1R� ��� 'HURJDWLRQV 'XULQJ D 6WDWH RI (PHUJHQF\� VXSUD QRWH ���� DW

� �� VHH DOVR +80� 576� &200�� VXSUD QRWH ���� DW � �D�
��� 5HVSHFWLQJ 'HPRFUDF\� 5XOH RI /DZ DQG +XPDQ 5LJKWV LQ WKH )UDPHZRUN RI WKH &29,'�

�� 6DQLWDU\ &ULVLV� $ 7RRONLW IRU 0HPEHU 6WDWHV� &281&,/ 2) (85� �$SULO �� ������
KWWSV���UP�FRH�LQW�VJ�LQI���������UHVSHFWLQJ�GHPRFUDF\�UXOH�RI�ODZ�DQG�KXPDQ�ULJKWV�LQ�
WK������H�I���

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
��� *RVWLQ� VXSUD QRWH �� DW ����
��� 'DQFKLQ HW DO�� VXSUD QRWH ���� DW ����
��� 3DGGHX 	 :DLEHO� VXSUD QRWH ���� DW ����
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$ WURXEOLQJ TXHVWLRQ LV ZKDW FRQVHTXHQFHV� LI DQ\� WKHVH EUHDFKHV RI
LQWHUQDWLRQDO ODZ ZLOO KDYH� 2QH RI WKH WKLQJV WKH ,+5 DQG KXPDQ ULJKWV ODZ KDYH
LQ FRPPRQ LV SHUYDVLYH QRQ�FRPSOLDQFH���� 7KHUH LV QR HVWDEOLVKHG PHFKDQLVP WR
PRQLWRU DQG UHYLHZ FRPSOLDQFH RI 6WDWHV 3DUWLHV ZLWK WKH ,+5� $FFRUGLQJ WR WKH
6LUDFXVD 3ULQFLSOHV� ³>H@IIHFWLYH UHPHGLHV VKDOO EH DYDLODEOH WR SHUVRQV FODLPLQJ
WKDW GHURJDWLRQPHDVXUHV DIIHFWLQJ WKHP DUH QRW VWULFWO\ UHTXLUHG E\ WKH H[LJHQFLHV
RI WKH VLWXDWLRQ�´��� +RZHYHU� WKH ,+5 GR QRW LQFRUSRUDWH D V\VWHP WR LQYHVWLJDWH
KXPDQ ULJKWV YLRODWLRQV HLWKHU���� 7KH ,&&35 SURYLGHV IRU D +XPDQ 5LJKWV
&RPPLWWHH WR ZKLFK 6WDWHV 3DUWLHV PXVW SHULRGLFDOO\ VXEPLW UHSRUWV���� +RZHYHU�
LW KDV QRW EHHQ YHU\ HIIHFWLYH�:LWKRXW UHSRUWV� WKHUH LV QR PRQLWRULQJ� PXFK OHVV
HQIRUFHPHQW����

&21&/86,21

/LNH SULRU DJUHHPHQWV LQ WKH ILHOG RI LQWHUQDWLRQDO KHDOWK ODZ� WKH ,+5 DUH
UHSHDWHGO\ SUHVHQWHG DV D ³EDODQFLQJ G\QDPLF´ EHWZHHQ WKH SURWHFWLRQ RI SXEOLF
KHDOWK DQG WKH PDLQWHQDQFH RI LQWHUQDWLRQDO WUDGH DQG WUDYHO���� 7KLV LV DGPLWWHGO\
³D GLIILFXOW WLJKWURSH WR ZDON�´��� ,Q WKH ZRUGV RI *RVWLQ� ³WKH LQWHUQDWLRQDO
FRPPXQLW\ FDQQRWKDYHLWERWKZD\V²XQLPSHGHGWUDYHODQG WUDGH�ZLWK IXOOSXEOLF

��� 'DYLG )LGOHU� 7KH )XWXUH RI WKH :RUOG +HDOWK 2UJDQL]DWLRQ� :KDW 5ROH IRU ,QWHUQDWLRQDO
/DZ� �� 9$1'� -� 75$161$7¶/ /� ����� ���� �������

��� 6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ��� 6RPH VFKRODUV KDYH LQWHUSUHWHG WKHVH
VDIHJXDUGV WR PHDQ WKDW WKH VWDWH PXVW SURYLGH D MXVWLILFDWLRQ DQG WKDW WKH LQGLYLGXDO KDV WKH ULJKW WR
FKDOOHQJH WKH UXOLQJ DJDLQVW KLP� +$1180� VXSUD QRWH ���� DW ������ 7KH 6LUDFXVD 3ULQFLSOHV DUH�
DGPLWWHGO\� TXLWH DVSLUDWLRQDO�

2Q WKH WHUPLQDWLRQ RI D GHURJDWLRQ SXUVXDQW WR $UWLFOH � DOO ULJKWV DQG IUHHGRPV
SURWHFWHG E\ WKH &RYHQDQW VKDOO EH UHVWRUHG LQ IXOO� $ UHYLHZ RI WKH FRQWLQXLQJ
FRQVHTXHQFHV RI GHURJDWLRQ PHDVXUHV VKDOO EH PDGH DV VRRQ DV SRVVLEOH� 6WHSV
VKDOO EH WDNHQ WR FRUUHFW LQMXVWLFHV DQG WR FRPSHQVDWH WKRVH ZKR KDYH VXIIHUHG
LQMXVWLFH GXULQJ RU LQ FRQVHTXHQFH RI WKH GHURJDWLRQ PHDVXUHV�

6LUDFXVD 3ULQFLSOHV� VXSUD QRWH ���� DW � ���
���:25/' +($/7+ 25*�� VXSUD QRWH ��� DW ��� 6DUD 'DYLHV 	 -HUHP\ <RXGH� 7KH ,+5 �������

'LVHDVH 6XUYHLOODQFH� DQG WKH ,QGLYLGXDO LQ *OREDO +HDOWK 3ROLWLFV� �� ,17¶/ -� +80� 576� ���� ���
������� $VKHU� VXSUD QRWH ���� DW ���� 1HJUL� VXSUD QRWH ���� DW ����

��� ,&&35� VXSUD QRWH ���� DW DUWV� ��� ���
��� $VKHU� VXSUD QRWH ���� DW ����
��� *OREDO &ULVHV²*OREDO 6ROXWLRQV� 0DQDJLQJ 3XEOLF +HDOWK (PHUJHQFLHV RI ,QWHUQDWLRQDO

&RQFHUQ 7KURXJK WKH 5HYLVHG ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV� :25/' +($/7+ 25*� � �������
KWWSV���DSSV�ZKR�LQW�LULV�KDQGOH������������� /DZUHQFH *RVWLQ 	 5HEHFFD .DW]� 7KH ,QWHUQDWLRQDO
+HDOWK 5HJXODWLRQV� 7KH *RYHUQLQJ )UDPHZRUN IRU *OREDO +HDOWK 6HFXULW\� �� 0,/%$1. 4� ����
��� ������� 1HJUL� VXSUD QRWH ���� DW ���� 3DXO 'H0XUR� 7KH ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV²
5HVWULFWLQJ 7UDYHO LQ (PHUJHQF\ +HDOWK 6LWXDWLRQV DQG ,VVXHV +HDOWK &DUH 3URYLGHUV 6KRXOG
&RQVLGHU� �� +($/7+ /$:� �� ������� 6WHOOHQERVFK &RQVHQVXV� VXSUD QRWH ���� DW ���

��� 6LPRQ 5XVKWRQ� *OREDO *RYHUQDQFH &DSDFLWLHV LQ +HDOWK� :+2 DQG ,QIHFWLRXV 'LVHDVHV�
LQ */2%$/+($/7+*29(51$1&(&5,6,6�,167,787,216 $1'32/,7,&$/(&2120< ��� �� �$GULDQ.D\
	 2ZDLQ :LOOLDPV HGV�� ������
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KHDOWK SURWHFWLRQ�´���
:KLOH WKH VWDWHG SXUSRVHRI WKH ,+5LV WR ³DYRLG XQQHFHVVDU\LQWHUIHUHQFHZLWK

LQWHUQDWLRQDO WUDIILF DQG WUDGH�´��� WKH UHJXODWLRQV PDNH QR UHIHUHQFH WR DYRLGLQJ
XQQHFHVVDU\ LQWHUIHUHQFH ZLWK LQGLYLGXDO IUHHGRP���� 7KH IRFXV VHHPV WR EH RQ
PLQLPL]LQJ WKH HFRQRPLF FRQVHTXHQFHV RI WUDYHO UHVWULFWLRQV� QRW SURWHFWLQJ
LQGLYLGXDO ULJKWV���� 6WLOO� LW FDQ EH VDLG WKDW WKH WHQHW RI DYRLGLQJ ³XQQHFHVVDU\
LQWHUIHUHQFHZLWK LQWHUQDWLRQDO WUDIILF´ FDQ EH XVHG DV D SDUDPHWHU WR SURWHFW WKH
ULJKWV RI LQGLYLGXDOV���� 7KLV EDODQFLQJ G\QDPLF VKRXOG DOVR FRQVLGHU KXPDQ ULJKWV
UXOHV DQG SULQFLSOHV���� QDPHO\� IUHHGRP RI PRYHPHQW����

2QO\ WLPH ZLOO WHOO KRZ PXFK HFRQRPLF DQG VRFLDO KDUP DQG VXIIHULQJ FRXOG
KDYH EHHQ DYRLGHG RU DW OHDVW PLWLJDWHG KDG FRXQWULHV QRW UXVKHG WR FORVH WKHLU
ERUGHUV� &29,'��� LV D YLYLG UHPLQGHU WKDW JRYHUQPHQWV QHHG WR FRQIRUP WR ERWK
WKH ,+5 DQG KXPDQ ULJKWV UXOHV DQG SULQFLSOHV ZKHQ GHVLJQLQJ DQG LPSOHPHQWLQJ
PHDVXUHV WR DGGUHVV SXEOLF KHDOWK HPHUJHQFLHV� ,W LV FUXFLDO WR VWUHQJWKHQ WKH
FRQQHFWLRQ EHWZHHQ WKH WZR GRPDLQV� 'HFLVLRQ�PDNLQJ DQG LPSOHPHQWDWLRQ
SURFHVVHV VKRXOG QRW EH OHIW WR YDJXH VWDQGDUGV DQG UKHWRULFDO SURFODPDWLRQV�
2WKHUZLVH� WRR PXFK GLVFUHWLRQ LV JLYHQ WR QDWLRQDO JRYHUQPHQWV LQ GHYLVLQJ WKHLU
RZQ SROLFLHV� RIWHQ LQVSLUHG E\ QRQ�VFLHQWLILF FRQVLGHUDWLRQV�$ SURSHU EDODQFLQJ
H[HUFLVH FDOOV IRU YLVLEOH VLJQSRVWV EDVHG RQ VRXQGPHGLFDO HYLGHQFH DQG LQIRUPHG
E\ LQWHUQDWLRQDO EHVW SUDFWLFHV�

7R HQKDQFH FRPSOLDQFH ZLWK WKH UHJXODWRU\ IUDPHZRUN� WKH :+2 VKRXOG
LQFUHDVH LWV ³SUHFLVLRQ´ RU ³GHWHUPLQDF\�´��� ,W LV QHFHVVDU\ WR FUHDWH YLVLEOH
PDUNHUV DERXW KRZDQGZKHQ 6WDWHV 3DUWLHV PD\ DSSO\ DGGLWLRQDO KHDOWK PHDVXUHV
WKDW LQWHUIHUH ZLWK LQWHUQDWLRQDO PRELOLW\� 7KLV LV QR HDV\ WDVN� HQWDLOLQJ D EURDG
FRQVHQVXV²DPRQJPHGLFDO EXW DOVR OHJDO H[SHUWV² DERXW WKH FULWHULD WKDW VKRXOG
GHWHUPLQH WKHUHDVRQDEOHEDODQFH EHWZHHQ SXEOLF KHDOWK DQGLQWHUQDWLRQDOPRELOLW\�
,W LV DOVR YLWDO WR LQFUHDVH WKH ZHLJKW RI KXPDQ ULJKWV UXOHV DQG SULQFLSOHV LQ WKH
EDODQFLQJ H[HUFLVH EHWZHHQ SXEOLF KHDOWK DQG IUHHGRPRI PRYHPHQW�$ FRKHUHQW�
KROLVWLF DSSURDFK WR LQWHUQDWLRQDO PRELOLW\ UHTXLUHV D JUHDWHU GHJUHH RI SUHFLVLRQ
DERXW ZKHWKHU KHDOWKPHDVXUHV FRPSO\ZLWK KXPDQ ULJKWV VWDQGDUGV�

��� *RVWLQ� VXSUD QRWH ���� DW �����
��� ,+5� VXSUD QRWH �� DW DUW� ��
��� +HLGL /DPEHUWVRQ� 6ZDWWLQJ D %XJ ZLWKRXW D )O\VZDWWHU� 0LQLPL]LQJ WKH ,PSDFW RI 'LVHDVH

&RQWURO RQ ,QGLYLGXDO /LEHUW\ 8QGHU WKH 5HYLVHG ,QWHUQDWLRQDO +HDOWK 5HJXODWLRQV � �� 3$� 67� ,17¶/
/� 5(9� ���� ��� �������

��� ,G�
��� 'H0XUR� VXSUD QRWH ���� DW ���
��� /DZUHQFH *RVWLQ� 3XEOLF +HDOWK 6WUDWHJLHV IRU 3DQGHPLF ,QIOXHQ]D� (WKLFV DQG WKH /DZ�

��� -� $0� 0('� $66¶1 ����� ������� ������� *RVWLQ 	 .DW]� VXSUD QRWH ���� DW ���� *ROGIDUE�
VXSUD QRWH ��� DW ����

��� )LGOHU 	 *RVWLQ� VXSUD QRWH ���� DW ���
��� 6HH )HUQDQGR 'LDV 6LP}HV� 3URWHFWLQJ ,QWHUQDWLRQDO 7UDYHOHUV 'XULQJ 3DQGHPLFV�

&KDUWLQJ WKH :D\ )RUZDUG� �� 0,11� -� ,17¶/ /� �IRUWKFRPLQJ ������




 $VVLVWDQW 3URIHVVRU RI /DZ� 3HQQ 6WDWH 'LFNLQVRQ /DZ� &DUOLVOH� 3$� /HDGHUVKLS 7HDP 0HPEHU�
7KH 3URMHFW RQ 3UHFLVLRQ 0HGLFLQH� $UWLILFLDO ,QWHOOLJHQFH� DQG WKH /DZ �30$,/�� 7KH 3HWULH�)ORP
&HQWHU IRU +HDOWK /DZ 3ROLF\� %LRWHFKQRORJ\� DQG %LRHWKLFV DW +DUYDUG /DZ 6FKRRO� , ZRXOG OLNH WR
WKDQN *OHQQ &RKHQ� 1LFKROVRQ 3ULFH� &DUPHO 6KDFKDU� DQG DQRQ\PRXV UHYLHZHUV IRU KHOSIXO
FRPPHQWV DQG IHHGEDFN RQ DQ HDUOLHU YHUVLRQ RI WKLV SDSHU� , DOVR ZLVK WR WKDQN WKH RUJDQL]HUV 0DUN
/HPOH\� 'DYLG /� 6FKZDUW]� DQG &KULVWRSKHU 6� <RR� FRPPHQWDWRUV %ULDQ /LWW DQG 7KHRGRUH 5XJHU�
DQG DWWHQGHHV RI WKH ���� -XQLRU )DFXOW\ )RUXP IRU /DZ DQG 67(0 IRU WKHLU IHHGEDFN� $OO HUURUV DUH
P\ RZQ�

���

+HDOWK $, IRU *RRG5DWKHU7KDQ(YLO" 7KH1HHG IRUD 1HZ
5HJXODWRU\ )UDPHZRUN IRU$,�%DVHG0HGLFDO 'HYLFHV

6DUD *HUNH


$EVWUDFW�
$UWLILFLDO LQWHOOLJHQFH �$,�� HVSHFLDOO\ LWV VXEVHW PDFKLQH OHDUQLQJ� KDV

WUHPHQGRXV SRWHQWLDO WR LPSURYH KHDOWK FDUH� +RZHYHU� KHDOWK $, DOVR UDLVHV QHZ
UHJXODWRU\ FKDOOHQJHV� ,Q WKLV $UWLFOH� , DUJXH WKDW WKHUH LV D QHHG IRU D QHZ
UHJXODWRU\ IUDPHZRUN IRU $,�EDVHGPHGLFDO GHYLFHV LQ WKH 8�6� WKDW HQVXUHV WKDW
VXFK GHYLFHV DUH UHDVRQDEO\ VDIH DQG HIIHFWLYH ZKHQ SODFHG RQ WKHPDUNHW DQGZLOO
UHPDLQ VR WKURXJKRXW WKHLU OLIH F\FOH� , DGYRFDWH IRU 8�6� )RRG DQG 'UXJ
$GPLQLVWUDWLRQ�)'$�DQGFRQJUHVVLRQDO DFWLRQV� , IRFXVRQ KRZ WKH )'$FRXOG²
ZLWK DGGLWLRQDO VWDWXWRU\ DXWKRULW\²UHJXODWH $,�EDVHG PHGLFDO GHYLFHV� , VKRZ
WKDW WKH )'$ LQFRPSOHWHO\ UHJXODWHV KHDOWK $,�EDVHG SURGXFWV� ZKLFK PD\
MHRSDUGL]H SDWLHQW VDIHW\ DQG XQGHUPLQH SXEOLF WUXVW� )RU H[DPSOH� WKH PHGLFDO
GHYLFH GHILQLWLRQ LV WRR QDUURZ� DQG VHYHUDO ULVN\ KHDOWK$,�EDVHG SURGXFWV DUH QRW
VXEMHFW WR )'$ UHJXODWLRQ� 0RUHRYHU� , VKRZ WKDW PRVW $,�EDVHGPHGLFDO GHYLFHV
DYDLODEOH RQ WKH 8�6� PDUNHW DUH ����N��FOHDUHG� +RZHYHU� WKH ����N� SDWKZD\
UDLVHV VLJQLILFDQW VDIHW\ DQG HIIHFWLYHQHVV FRQFHUQV� , WKXV SURSRVH D IXWXUH
UHJXODWRU\ IUDPHZRUN IRU SUHPDUNHW UHYLHZ RI PHGLFDO GHYLFHV� LQFOXGLQJ $,�
EDVHG RQHV� )XUWKHU� , GLVFXVV WZR SUREOHPV WKDW DUH UHODWHG WR VSHFLILF $,�EDVHG
PHGLFDOGHYLFHV� QDPHO\RSDTXH�³EODFN�ER[´�DOJRULWKPV DQGDGDSWLYH DOJRULWKPV
WKDW FDQ FRQWLQXRXVO\ OHDUQ� DQG , PDNH VXJJHVWLRQV RQ KRZ WR DGGUHVV WKHP�
)LQDOO\� , HQFRXUDJH WKH )'$ WR EURDGHQ LWV YLHZ DQG FRQVLGHU $,�EDVHG PHGLFDO
GHYLFHV DV V\VWHPV� QRW MXVW GHYLFHV� DQG IRFXVPRUH RQ WKH HQYLURQPHQW LQ ZKLFK
WKH\ DUH GHSOR\HG�



+($/7+$, )25*22'5$7+(57+$1(9,/" 7+(1((' )25$1(:5(*8/$725<
)5$0(:25.)25$,�%$6('0(',&$/'(9,&(6

���

,1752'8&7,21 ���������������������������������������������������������������������������������������� ���
,� 7+( 327(17,$/ 2)+($/7+$,�%$6(' 352'8&76���������������������� ���
$� &/,1,&$/ $33/,&$7,21 ����������������������������������������������������������������� ���
%� 2876,'( 7+( &/,1,&$/ 6(77,1*���������������������������������������������������� ���

,,� 1$552:0(',&$/ '(9,&( '(),1,7,21�������������������������������������� ���
$� '(9,&( 62)7:$5( )81&7,216������������������������������������������������������ ���
%� 121�'(9,&( 62)7:$5( )81&7,216���������������������������������������������� ���
�� 62)7:$5( )81&7,216 ,17(1'(' )250$,17$,1,1*25
(1&285$*,1*$ +($/7+< /,)(67</(������������������������������������������������ ���
�� &/,1,&$/ '(&,6,21 6833257 62)7:$5(������������������������������������� ���
�� 7+( 352%/(0 2) +($/7+ $,�%$6(' 352'8&76�������������������������� ���
�� $0(1',1* 352326$/6��������������������������������������������������������������� ���

&� (1)25&(0(17 ',6&5(7,21����������������������������������������������������������� ���
�� 7+( )'$¶6 &855(17$3352$&+������������������������������������������������ ���
�� 352326$/ )25 $ 5(*8/$725< 32/,&<��������������������������������������� ���

,,,� 6$)(7< $1'())(&7,9(1(66&21&(5162)����.�
&/($5$1&(6 ������������������������������������������������������������������������������� ���

$� ����.�35(0$5.(7 127,),&$7,21$1'27+(535(0$5.(7
3$7+:$<6�������������������������������������������������������������������������������������������� ���
%� 6$)(7< $1' ())(&7,9(1(66 &21&(516���������������������������������������� ���
�� 7+( ,167,787( 2) 0(',&,1( 5(3257������������������������������������������ ���
�� 7+( ����.� 5()2506 $1' &5,7,48(������������������������������������������� ���
�� 352326$/)25$ )8785( 5(*8/$725<)5$0(:25. )25
35(0$5.(7 5(9,(: 2)0(',&$/'(9,&(6� ,1&/8',1*$,�%$6('
0(',&$/'(9,&(6 ����������������������������������������������������������������������������� ���

&� 7+(1(:62)7:$5( 35(�&(57 352*5$0 ������������������������������������� ���
�� 29(59,(: ��������������������������������������������������������������������������������� ���
�� $1$/<6,6����������������������������������������������������������������������������������� ���
�� ,03/(0(17$7,21 352326$/ ������������������������������������������������������ ���

,9� 352%/(06 5(/$7(' 72 63(&,),&$,�%$6(' 0(',&$/ '(9,&(6 ���



<$/( -2851$/ 2) +($/7+ 32/,&<� /$:� $1' (7+,&6 ���� ������

���

$� %/$&.�%2;$,�0/02'(/6 $1'(;3/$,1$%/(9(5686
,17(535(7$%/( $,�0/�������������������������������������������������������������������������� ���
�� 7+( 352%/(0 ���������������������������������������������������������������������������� ���
�� &/,1,&$/ 75,$/6������������������������������������������������������������������������ ���

%� 83'$7( 352%/(0������������������������������������������������������������������������� ���
�� 6$)(7< &21&(516��������������������������������������������������������������������� ���
�� 7+( )'$¶6 73/&$3352$&+$1'$&7,21 3/$1������������������������� ���
�� 7+(1((' )25 &217,18286 5,6.021,725,1* �������������������������� ���

9� 6<67(09,(:������������������������������������������������������������������������������ ���
$� &216,'(5,1* +80$1�$, ,17(5$&7,21����������������������������������������� ���
%� ,03529,1* 3$7,(17 287&20(6���������������������������������������������������� ���

&21&/86,21�������������������������������������������������������������������������������������������� ���



+($/7+$, )25*22'5$7+(57+$1(9,/" 7+(1((' )25$1(:5(*8/$725<
)5$0(:25.)25$,�%$6('0(',&$/'(9,&(6

���

,1752'8&7,21

$UWLILFLDO ,QWHOOLJHQFH �$,� LV UDSLGO\ HQWHULQJ KHDOWK FDUH DQG PD\
IXQGDPHQWDOO\ FKDQJH WKH ZD\ SK\VLFLDQV SUDFWLFH PHGLFLQH LQ WKH IXWXUH� $,�
HVSHFLDOO\ LWV VXEVHW 0DFKLQH /HDUQLQJ �0/�� VKRZV JUHDW SRWHQWLDO WR LPSURYH
KHDOWK FDUH E\ HQDEOLQJSUHFLVLRQPHGLFLQH�ZKHUH SDWLHQWV UHFHLYHEHWWHU GLDJQRVHV
DQG WUHDWPHQW UHFRPPHQGDWLRQV WDLORUHG WR WKHLU LQGLYLGXDO QHHGV� 7KH 8QLWHG
6WDWHV �8�6�� )RRG DQG 'UXJ $GPLQLVWUDWLRQ �)'$� KDV DOUHDG\ SHUPLWWHG
PDUNHWLQJ RI RYHU ��� $,�0/�EDVHGPHGLFDO GHYLFHV��

$FFRUGLQJ WR RQH UHFHQW HVWLPDWH� WKH JOREDO KHDOWK$, PDUNHW VL]H LV H[SHFWHG
WR LQFUHDVHPRUHWKDQQLQH�IROG� IURP����ELOOLRQ LQ ����WR �����ELOOLRQE\ ������
7KH &29,'��� SDQGHPLF KDV DOVR KDVWHQHG WKH DGRSWLRQ RI KHDOWK $,�� 7KH
HQRUPRXV YHQWXUH FDSLWDO LQYHVWPHQW LQ WKH 8�6� LQGLFDWHV WKH ULVLQJ GHSOR\PHQW
RI $, LQ WKH KHDOWK FDUH PDUNHW�� ,Q ����� WKH 8�6� DFFRXQWHG IRU WKH ODUJHVW KHDOWK
$, PDUNHW VKDUH LQ 1RUWK $PHULFD DV LW LV KRPH WR VHYHUDO JLDQW WHFKQRORJ\
FRPSDQLHV WKDW DUH LQYHVWLQJ VWURQJO\ LQ WKH GHYHORSPHQW RI KHDOWK $,�EDVHG

� 8�6� )RRG 	 'UXJ $GPLQ�� $UWLILFLDO ,QWHOOLJHQFH DQG 0DFKLQH /HDUQLQJ �$,�0/��(QDEOHG
0HGLFDO 'HYLFHV �6HSW� ��� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�VRIWZDUH�PHGLFDO�GHY LFH�
VDPG�DUWLILFLDO�LQWHOOLJHQFH�DQG�PDFKLQH�OHDUQLQJ�DLPO�HQDEOHG�PHGLFDO�GHYLFHV� )RU QRQ�)'$
UHVRXUFHV� VHH� IRU H[DPSOH� 6WDQ %HQMDPHQV HW DO�� 7KH 6WDWH RI $UWLILFLDO ,QWHOOLJHQFH�%DVHG )'$�
$SSURYHG 0HGLFDO 'HYLFHV DQG $OJRULWKPV� $Q 2QOLQH 'DWDEDVH� � 13- ',*,7� 0('�� QR� ���� DW �
������ �LGHQWLI\LQJ �� $,�0/�EDVHG PHGLFDO GHYLFHV WKDW UHFHLYHG )'$ PDUNHWLQJ DXWKRUL]DWLRQ��
8UV -� 0XHKOHPDWWHU HW DO�� $SSURYDO RI $UWLILFLDO ,QWHOOLJHQFH DQG 0DFKLQH /HDUQLQJ�%DVHG 0HGLFDO
'HYLFHV LQ WKH 86$ DQG (XURSH �����±���� $ &RPSDUDWLYH $QDO\VLV� � /$1&(7',*,7� +($/7+ H���
������ �LGHQWLI\LQJ ��� $,�0/�EDVHG PHGLFDO GHYLFHV WKDW UHFHLYHG )'$ PDUNHWLQJ DXWKRUL]DWLRQ��
(ULF :X HW DO�� +RZ0HGLFDO $, 'HYLFHV $UH (YDOXDWHG� /LPLWDWLRQV DQG 5HFRPPHQGDWLRQV )URP DQ
$QDO\VLV RI )'$ $SSURYDOV� �� 1$785( 0('� ��� ������ �DJJUHJDWLQJ ��� )'$�DSSURYHG $,
GHYLFHV�� $P� &ROO� 5DGLRORJ\� 'DWD 6FLHQFH ,QVWLWXWH $, &HQWUDO� KWWSV���PRGHOV�DFUGVL�RUJ
�SURYLGLQJ D GDWDEDVH IRU )'$�FOHDUHG� $,�EDVHG PHGLFDO GHYLFHV LQ PHGLFDO LPDJLQJ� �ODVW YLVLWHG
0DU� ��� ������ )'$�$SSURYHG $�,��%DVHG $OJRULWKPV� 0('� )8785,67� KWWSV���PHGLFDOIXWXULVW�FRP
�IGD�DSSURYHG�DL�EDVHG�DOJRULWKPV �ODVW YLVLWHG 0DU� ��� ������ DQG &DVH\ 5RVV�$V WKH )'$ &OHDUV
D )ORRG RI $, 7RROV�0LVVLQJ 'DWD 5DLVH 7URXEOLQJ4XHVWLRQV RQ 6DIHW\ DQG )DLUQHVV � 67$7�)HE� ��
������ KWWSV���ZZZ�VWDWQHZV�FRP������������IGD�FOHDUDQFHV�DUWLILFLDO�LQWHOOLJHQFH�GDWD�

� $UWLILFLDO ,QWHOOLJHQFH LQ +HDOWKFDUH 0DUNHW� 0$5.(76$1'0$5.(76 �2FW� ������
KWWSV���ZZZ�PDUNHWVDQGPDUNHWV�FRP�0DUNHW�5HSRUWV�DUWLILFLDO�LQWHOOLJHQFH�KHDOWKFDUH�PDUNHW�
���������KWPO�

� ,G�� VHH DOVR 6DUD *HUNH HW DO�� 5HJXODWRU\� 6DIHW\� DQG 3ULYDF\ &RQFHUQV RI +RPH 0RQLWRULQJ
7HFKQRORJLHV 'XULQJ &29,'���� �� 1$785( 0('� ���� ������ �UDLVLQJ FRQFHUQV DERXW WKH KDVW\
DGRSWLRQ RI KRPH PRQLWRULQJ WHFKQRORJLHV�� &DUPHO 6KDFKDU HW DO�� $, 6XUYHLOODQFH GXULQJ
3DQGHPLFV� (WKLFDO ,PSOHPHQWDWLRQ ,PSHUDWLYHV� �� +$67,1*6 &75� 5(3� �� ������ �GLVFXVVLQJ
HWKLFDO LPSOHPHQWDWLRQ LPSHUDWLYHV IRU $, VXUYHLOODQFH GXULQJ D SDQGHPLF��

� -DVRQ 6FKRHWWOHU� ,QYHVWRUV $UH 3LOLQJ ,QWR +HDOWKFDUH $, 6WDUW�8SV� 7KHUH¶V 5RRP IRU 0RUH�
9(1785( &$3� -� �6HSW� ��� ������ KWWSV���ZZZ�YHQWXUHFDSLWDOMRXUQDO�FRP�LQYHVWRUV�DUH�SLOLQJ�LQWR�
KHDOWKFDUH�DL�VWDUW�XSV�WKHUHV�URRP�IRU�PRUH�
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SURGXFWV� VXFK DV 0LFURVRIW� *RRJOH� DQG ,%0��
+HDOWK $, DOVR SRVHV QHZ OHJDO FKDOOHQJHV� LQFOXGLQJ HQVXULQJ WKH SURGXFWV¶

VDIHW\ DQGHIIHFWLYHQHVV�� REWDLQLQJLQIRUPHGFRQVHQW�� SURYLGLQJDQ DGHTXDWH OHYHO
RI SULYDF\ SURWHFWLRQ�� DQG FRPSUHKHQGLQJ DQG UHVROYLQJ OLDELOLW\ LVVXHV�� $V
6SDFH; DQG 7HVOD &(2�IRXQGHU (ORQ 0XVN ZDUQHG DERXW $, LQ ���� DW WKH
0DVVDFKXVHWWV ,QVWLWXWH RI 7HFKQRORJ\¶V $HUR$VWUR &HQWHQQLDO 6\PSRVLXP�

,¶P LQFUHDVLQJO\ LQFOLQHG WR WKLQN WKDW WKHUH VKRXOG EH VRPH
UHJXODWRU\ RYHUVLJKW�PD\EHDW WKH QDWLRQDO DQGLQWHUQDWLRQDO OHYHO�
MXVW WR PDNH VXUH WKDW ZH GRQ¶W GR VRPHWKLQJ YHU\ IRROLVK� , PHDQ
ZLWK DUWLILFLDO LQWHOOLJHQFH ZH¶UH VXPPRQLQJ WKH GHPRQ���

%XW KRZ GRHV RQH HQVXUH WKDW $, LV JRRG UDWKHU WKDQ HYLO" $V (ORQ 0XVN
FRUUHFWO\ SRLQWHG RXW� WKH ZRUOG QHHGV SURSHU UHJXODWRU\ RYHUVLJKW� DQG WKLV VWDUWV
DW WKH QDWLRQDO OHYHO� 6XFK RYHUVLJKW LV HVSHFLDOO\ HVVHQWLDO LQ KHDOWK FDUH WR HQVXUH
WKDW $, GRHV QRW OHDYH EHKLQG WKH PRVW YXOQHUDEOH SRSXODWLRQV� VXFK DV UDFLDO DQG

� $UWLILFLDO ,QWHOOLJHQFH LQ +HDOWKFDUH 0DUNHW� VXSUD QRWH ��
� 6HH� H�J�� %RULV %DELF HW DO�� 'LUHFW�7R�&RQVXPHU 0HGLFDO 0DFKLQH /HDUQLQJ DQG $UWLILFLDO

,QWHOOLJHQFH $SSOLFDWLRQV� � 1$785( 0$&+� ,17(/� ��� ������� :� 1LFKROVRQ 3ULFH ,,� $UWLILFLDO
,QWHOOLJHQFH LQ +HDOWK &DUH� $SSOLFDWLRQV DQG /HJDO ,PSOLFDWLRQV� �� 6&,7(&+ /$:� �� ������� :�
1LFKROVRQ 3ULFH ,,� 5HJXODWLQJ %ODFN�%R[ 0HGLFLQH� ��� 0,&+� /� 5(9� ��� �������

� 6HH� H�J�� 6DUD *HUNH HW DO�� (WKLFDO DQG /HJDO &KDOOHQJHV RI $UWLILFLDO ,QWHOOLJHQFH�'ULYHQ
+HDOWKFDUH� LQ $57,),&,$/ ,17(//,*(1&( ,1 +($/7+&$5( ���� ��� �$GDP %RKU 	 .DYHK
0HPDU]DGHK HGV�� �VW HG� ������ ,� *OHQQ &RKHQ� ,QIRUPHG &RQVHQW DQG 0HGLFDO $UWLILFLDO
,QWHOOLJHQFH� :KDW WR 7HOO WKH 3DWLHQW" ��� *(2� /�-� ���� �������

� 6HH� H�J�� 1DWKDQ &RUWH]� 6XEVWDQWLDWLQJ %LJ 'DWD LQ +HDOWK &DUH� �� ,�6� -�/� 	 32/¶< ,1)2�
62&¶< �� ������� 5RJHU $OODQ )RUG 	 :� 1LFKROVRQ 3ULFH ,,� 3ULYDF\ DQG $FFRXQWDELOLW\ LQ %ODFN�
%R[ 0HGLFLQH� �� 0,&+� 7(/(&200�	 7(&+� /� 5(9� � ������� 6DUD *HUNH HW DO�� (WKLFDO DQG /HJDO
$VSHFWV RI $PELHQW ,QWHOOLJHQFH LQ +RVSLWDOV� ��� -$0$ ��� ������� :� 1LFKROVRQ 3ULFH ,, HW DO��
6KDGRZ +HDOWK 5HFRUGV 0HHW 1HZ 'DWD 3ULYDF\ /DZV� ��� 6&,(1&( ��� ������� :� 1LFKROVRQ 3ULFH
,, 	 ,� *OHQQ &RKHQ� 3ULYDF\ LQ WKH $JH RI 0HGLFDO %LJ 'DWD� �� 1$785( 0('� �� ������� &KDUORWWH
$� 7VFKLGHU� 5HJXODWLQJ WKH ,QWHUQHW RI 7KLQJV� 'LVFULPLQDWLRQ� 3ULYDF\� DQG &\EHUVHFXULW\ LQ WKH
$UWLILFLDO ,QWHOOLJHQFH $JH� �� '(19� /� 5(9� �� �������

� 6HH� H�J�� :� 1LFKROVRQ 3ULFH ,,� 0HGLFDO 0DOSUDFWLFH DQG %ODFN�%R[ 0HGLFLQH� LQ%,* '$7$�
+($/7+ /$:� $1' %,2(7+,&6 ��� �,� *OHQQ &RKHQ HW DO�� HGV�� �VW HG� ������ $� 0LFKDHO )URRPNLQ
HW DO�� :KHQ $,V 2XWSHUIRUP 'RFWRUV� &RQIURQWLQJ WKH &KDOOHQJHV RI D 7RUW�,QGXFHG 2YHU�5HOLDQFH
RQ 0DFKLQH /HDUQLQJ� �� $5,=� /� 5(9� �� ������� *HRUJH 0DOLKD HW DO�� $UWLILFLDO ,QWHOOLJHQFH DQG
/LDELOLW\ LQ 0HGLFLQH� %DODQFLQJ 6DIHW\ DQG ,QQRYDWLRQ� �� 0,/%$1. 4� ��� ������� :� 1LFKROVRQ
3ULFH ,, HW DO�� +RZ0XFK&DQ 3RWHQWLDO -XURUV 7HOO 8V DERXW/LDELOLW\ IRU 0HGLFDO $," �� -� 18&/($5
0('� �� ������� :� 1LFKROVRQ 3ULFH ,, HW DO�� 3RWHQWLDO /LDELOLW\ IRU 3K\VLFLDQV 8VLQJ $UWLILFLDO
,QWHOOLJHQFH� ��� -$0$ ���� ������� $QGUHZ '� 6HOEVW� 1HJOLJHQFH DQG $,¶V +XPDQ 8VHUV� ���
%�8� /� 5(9� ���� ������� .HYLQ 7RELD HW DO�� :KHQ 'RHV 3K\VLFLDQ 8VH RI $, ,QFUHDVH /LDELOLW\" ��
-� 18&/($50('� �� �������

�� 0DVVDFKXVHWWV ,QVWLWXWH RI 7HFKQRORJ\� (ORQ 0XVN DW WKH 0,7 $HUR$VWUR &HQWHQQLDO
6\PSRVLXP� <2878%(� DW �������� �-XO\ �� ������ KWWSV���ZZZ�\RXWXEH�FRP�ZDWFK"Y �'8EL&4SZ
B�	DEBFKDQQHO (ORQ0XVN6RXQG%LWHV�
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HWKQLF PLQRULWLHV RU SHRSOH ZLWK GLVDELOLWLHV� DQG EHQHILWV DOO SDWLHQWV� ,Q SDUWLFXODU�
UHJXODWRUV OLNH WKH )'$ QHHG WR UHFRQVLGHU WKH FXUUHQW UHJXODWRU\ SDUDGLJP WR
HQVXUH WKDW $,�EDVHG SURGXFWV FODVVLILHG DV PHGLFDO GHYLFHV �$,�EDVHG PHGLFDO
GHYLFHV� DUH UHDVRQDEO\ VDIH DQG HIIHFWLYH ZKHQ SODFHG RQ WKH PDUNHW DQG ZLOO
UHPDLQ VR WKURXJKRXW WKHLU OLIH F\FOH� ,Q WKLV UHJDUG� VHYHUDO UHJXODWRU\ LVVXHV QHHG
WR EH WKRURXJKO\ H[DPLQHG DQG KDYH QRW UHFHLYHG HQRXJK DWWHQWLRQ LQ WKH OHJDO
OLWHUDWXUH��� 7KLV $UWLFOH HQGHDYRUV WR VWDUW WR UHPHG\ WKDW E\ IRFXVLQJ RQ
XQUHVROYHG UHJXODWRU\ LVVXHV RI $,�EDVHG PHGLFDO GHYLFHV LQ WKH 8�6� DQG
SURSRVLQJ VROXWLRQV�

,Q WKLV $UWLFOH� , DGYRFDWH IRU )'$ DQG FRQJUHVVLRQDO DFWLRQV� , IRFXV RQ KRZ
WKH )'$ FRXOG²ZLWK DGGLWLRQDO VWDWXWRU\ DXWKRULW\²UHJXODWH$,�EDVHGPHGLFDO
GHYLFHV� 7KH FXUUHQW UHJXODWRU\ IUDPHZRUN IRU $,�EDVHG PHGLFDO GHYLFHV LV QRW
RQO\ FRPSOH[ DQG RSDTXH DW YDULRXV SRLQWV� EXW WKHUH DUH DOVR UHFHQW GHYHORSPHQWV
LQ WKLV DUHD� ZKLFK PDNHV LW HYHQ PRUH GLIILFXOW WR NHHS WUDFN RI WKH DSSOLFDEOH
IUDPHZRUN� , JR EH\RQG WKH FXUUHQW OLWHUDWXUH�� E\ XQUDYHOLQJ� LQWHU DOLD� WKH
FRPSOH[ QHWZRUN RI UHOHYDQW SURYLVLRQV LQ WKH )HGHUDO )RRG� 'UXJ� DQG&RVPHWLF
$FW �)'&$� DQG �GUDIW� JXLGDQFH GRFXPHQWV UHODWHG WR $,�EDVHGPHGLFDO GHYLFHV�
DQG WKHUHE\ FUHDWLQJ WUDQVSDUHQF\ LQ WKH ILHOG�2QO\ E\ WKRURXJKO\ FDWDORJXLQJ DQG
DQDO\]LQJ WKH DSSOLFDEOH IUDPHZRUN FDQ RQH LGHQWLI\ ORRSKROHV DQG IODZV� PDNH
VXJJHVWLRQV� DQGWKXV UHIDVKLRQWKH GLVFRXUVHDQGPRYHIRUZDUG� , DOVR GLVFXVV QHZ
UHJXODWRU\ SURSRVDOV LQ WKH ILHOG DQG VXJJHVW ZD\V WR VWUHQJWKHQ WKHP� )RU PDQ\
RI P\ VXJJHVWLRQV� WKH )'$ ZLOO QHHG WR UHTXHVW DGGLWLRQDO VWDWXWRU\ DXWKRULW\�
2QFH WKH )'$ KDV DFTXLUHG HQRXJK LQIRUPDWLRQ WR GHVLJQ D QHZ SUHPDUNHW DQG
SRVWPDUNHW UHJXODWRU\ IUDPHZRUN IRU $,�EDVHGPHGLFDO GHYLFHV WKDW ZRXOG HQVXUH
WKDW VXFK GHYLFHV ZRXOG EH UHDVRQDEO\ VDIH DQG HIIHFWLYH WKURXJKRXW WKHLU OLIH
F\FOH� &RQJUHVV VKRXOG HQDFW OHJLVODWLRQ WR HQDEOH WKH )'$ WR IXOO\ LPSOHPHQW LWV
QHZ IUDPHZRUN� :LWK WKH DGGLWLRQDO VWDWXWRU\ DXWKRULW\ DQG LWV QHZ'LJLWDO +HDOWK
&HQWHU RI ([FHOOHQFH��� WKH )'$ ZRXOG KDYH WKH QHFHVVDU\ UHVRXUFHV WR WDFNOH WKH
UHJXODWRU\ FKDOOHQJHV UDLVHG E\$,�

, DUJXH WKDW WKH )'$ LQFRPSOHWHO\ UHJXODWHV KHDOWK$,�EDVHG SURGXFWV� ZKLFK

�� $ IHZ UHJXODWRU\ LVVXHV KDYH EHHQ GLVFXVVHG E\� IRU H[DPSOH� 1DWKDQ &RUWH]� 'LJLWDO +HDOWK
DQG 5HJXODWRU\ ([SHULPHQWDWLRQ DW WKH )'$� �� <$/( -�/�	7(&+� � ������� %DUEDUD (YDQV 	 3LODU
2VVRULR� 7KH &KDOOHQJH RI 5HJXODWLQJ &OLQLFDO 'HFLVLRQ 6XSSRUW 6RIWZDUH DIWHU ��VW &HQWXU\ &XUHV�
�� $0� -�/� 	 0('� ��� ������� 3ULFH� $UWLILFLDO ,QWHOOLJHQFH LQ +HDOWK &DUH� VXSUD QRWH �� 3ULFH�
5HJXODWLQJ %ODFN�%R[ 0HGLFLQH� VXSUD QRWH �� DQG 1LFRODV 3� 7HUU\� $VVHVVLQJ WKH 7KLQ 5HJXODWLRQ
RI &RQVXPHU�)DFLQJ +HDOWK 7HFKQRORJLHV� �� -�/� 0('�	(7+,&6 �� �������

�� 6HH� H�J�� VRXUFHV FLWHG VXSUD QRWH ���
�� 7KH QHZ 'LJLWDO +HDOWK &HQWHU RI ([FHOOHQFH LV ORFDWHG LQ WKH &HQWHU IRU 'HYLFHV DQG

5DGLRORJLFDO +HDOWK DQG LV SULPDULO\ IRFXVHG RQ KHOSLQJ VWDNHKROGHUV JHW KLJK�TXDOLW\ GLJLWDO KHDOWK
SURGXFWV WR SDWLHQWV� )RU PRUH LQIRUPDWLRQ� VHH 3UHVV 5HOHDVH� 8�6� )RRG DQG 'UXJ $GPLQ�� )'$
/DXQFKHV WKH 'LJLWDO +HDOWK &HQWHU RI ([FHOOHQFH �6HSW� ��� ������ KWWSV���ZZZ�IGD�JRY
�QHZV�HYHQWV�SUHVV�DQQRXQFHPHQWV�IGD�ODXQFKHV�GLJLWDO�KHDOWK�FHQWHU�H[FHOOHQFH�
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PD\ MHRSDUGL]HSDWLHQW VDIHW\ DQG XQGHUPLQHSXEOLF WUXVW� )RU H[DPSOH�WKHPHGLFDO
GHYLFH GHILQLWLRQ LV WRR QDUURZ� OHDYLQJ RXW VHYHUDO ULVN\ KHDOWK $,�EDVHG SURGXFWV
WKDW FRQVHTXHQWO\ DUH QRW VXEMHFW WR )'$ UHJXODWLRQ� 0RUHRYHU� , VKRZ WKDW
DOWKRXJK WKH ����N��� SUHPDUNHW QRWLILFDWLRQ LV WKH PRVW IUHTXHQWO\ XVHG W\SH RI
SUHPDUNHW VXEPLVVLRQ IRU $,�EDVHG PHGLFDO GHYLFHV� WKDW SDWKZD\ PD\ QRW EH
VXIILFLHQW WR LGHQWLI\ VDIHW\ DQG HIIHFWLYHQHVV FRQFHUQV� +HQFH� , SURSRVH D IXWXUH
UHJXODWRU\ IUDPHZRUN IRU SUHPDUNHW UHYLHZ RI PHGLFDO GHYLFHV� LQFOXGLQJ $,�
EDVHG RQHV� WKDW ZRXOG EHWWHU HQVXUH WKDW GHYLFHV DUH UHDVRQDEO\ VDIH DQG HIIHFWLYH
ZKHQ SODFHG RQ WKH PDUNHW� )XUWKHU� , GLVFXVV WZR SUREOHPV WKDW DUH UHODWHG WR
VSHFLILF $,�EDVHGPHGLFDO GHYLFHV� QDPHO\ RSDTXH �³EODFN�ER[´� DOJRULWKPV DQG
³DGDSWLYH´ DOJRULWKPV WKDW FDQ FRQWLQXRXVO\ OHDUQ� DQG , VXJJHVW ZD\V WR DGGUHVV
WKHP� , DOVR HQFRXUDJH WKH )'$ WR EURDGHQ LWV YLHZDQGFRQVLGHU$,�EDVHGPHGLFDO
GHYLFHV DV V\VWHPV� QRW MXVW GHYLFHV� DQG IRFXVPRUH RQ WKH HQYLURQPHQW LQ ZKLFK
WKH\ DUH GHSOR\HG� 7KLV V\VWHP YLHZ LV HVVHQWLDO WR HQVXUH WKDW $,�EDVHGPHGLFDO
GHYLFHV DUH UHDVRQDEO\ VDIH DQG HIIHFWLYH DQG EHQHILW SDWLHQWV�

7KLV $UWLFOH SURFHHGV LQ ILYH 3DUWV� 3DUW , EULHIO\ H[SODLQV UHOHYDQW WHUPV LQ
FRPSXWHU VFLHQFH� ,W DOVR SURYLGHV DQ RYHUYLHZ RI WKH SRWHQWLDO EHQHILWV RI KHDOWK
$,�EDVHG SURGXFWV�

3DUW ,, HVWDEOLVKHV WKDW WKH FXUUHQW PHGLFDO GHYLFH GHILQLWLRQ� )'&$ VHFWLRQ
����K������� LV WRR QDUURZ� , DUJXH WKDW VHYHUDO ULVN\ KHDOWK $,�EDVHG SURGXFWV
FXUUHQWO\ IDOO RXWVLGH RI WKH )'$¶V MXULVGLFWLRQ� VXFK DV FHUWDLQ FOLQLFDO GHFLVLRQ
VXSSRUW �&'6� VRIWZDUH IXQFWLRQV� , SURSRVH WKDW DOO &'6 VKRXOG EH FRQVLGHUHG D
SULRUL PHGLFDO GHYLFHV XQGHU )'&$ VHFWLRQ ����K����� DQG WKXV WKDW &RQJUHVV
VKRXOG FRQVLGHU DPHQGLQJ WKH )'&$ DFFRUGLQJO\ E\ GHOHWLQJ )'&$ VHFWLRQ
����R�����(���� , DOVR VXJJHVW WKDW &RQJUHVV FRXOG DPHQG WKH PHGLFDO GHYLFH
GHILQLWLRQ WR FOHDUO\ LQFOXGH $,�EDVHG PRUWDOLW\ SUHGLFWLRQ PRGHOV DQG RWKHU
PRGHOV WKDW DUH LQWHQGHG IRU XVH LQ WKH SUHGLFWLRQ RU SURJQRVLV RI GLVHDVH RU RWKHU
FRQGLWLRQV�

3DUW ,,, VKRZV WKDW WKH )'$ FOHDUHGPRVW $,�EDVHG PHGLFDO GHYLFHV FXUUHQWO\
DYDLODEOH RQ WKH8�6� PDUNHW YLD WKH ����N� SDWKZD\� UDLVLQJ VLJQLILFDQW VDIHW\ DQG
HIIHFWLYHQHVV FRQFHUQV� ,W DOVR H[DPLQHV WKH QHZ ����N� UHIRUPV� ,Q SDUWLFXODU� ,
DUJXH WKDW WKH QHZ6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\ OLNHO\ZLOO QRW DSSO\ WR
$,�EDVHGPHGLFDOGHYLFHVLQ WKH QH[W IHZ\HDUV� (YHQLI LWZHUH DSSOLFDEOH� WKH QHZ
SDWKZD\ LV YROXQWDU\ DQG WKXVPDQXIDFWXUHUV ZRXOG VWLOO KDYH WKH RSWLRQ WR VXEPLW
D 7UDGLWLRQDO� 6SHFLDO� RU $EEUHYLDWHG ����N� LQVWHDG� , WKHUHIRUH SURSRVH D IXWXUH
UHJXODWRU\ IUDPHZRUN IRU SUHPDUNHW UHYLHZ RI PHGLFDO GHYLFHV� LQFOXGLQJ $,�
EDVHG PHGLFDO GHYLFHV� ,I WKH QHZ6DIHW\ DQG 3HUIRUPDQFH%DVHG 3DWKZD\ SURYHV

�� )HGHUDO )RRG� 'UXJ� DQG &RVPHWLF $FW �)'&$� � ����N�� �� 8�6�&� � ����N��
�� )'&$ � ����K����� �� 8�6�&� � ����K�����
�� )'&$ � ����R�����(�� �� 8�6�& � ���M�R�����(��
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WR EH HIIHFWLYH� LW VKRXOG UHSODFH WKH RWKHU ����N� SDWKZD\V DQG EHFRPH WKH RQO\
DYDLODEOH ����N� SDWKZD\� ,Q DGGLWLRQ� P\ SURSRVDO LQFOXGHV PRGLI\LQJ WKH 'H
1RYR SDWKZD\ WR DOVR FRYHU ORZ WR PRGHUDWH ULVN PHGLFDO GHYLFHV WKDW KDYH D
SUHGLFDWH EXW ZRXOG QRW EH HOLJLEOH IRU WKH QHZ ����N� SDWKZD\� )LQDOO\� , DUJXH
WKDW WKH )'$¶V QHZ 6RIWZDUH 3UH�&HUW 3URJUDP²HQYLVLRQHG E\ WKH DJHQF\ DV D
YROXQWDU\ SDWKZD\ IRU SUHFHUWLILHG FRPSDQLHV WKDW GHYHORS 6RIWZDUH DV D 0HGLFDO
'HYLFH �6D0'�²FRPHVZLWK LWV RZQ FKDOOHQJHV�

3DUW ,9 IRFXVHV RQ LVVXHV UHODWHG WR VSHFLILF$,�EDVHGPHGLFDO GHYLFHV� )LUVW�
, GLVFXVV WKH SUREOHPRI $,�0/�EDVHGPHGLFDO GHYLFHV WKDW DUH LQKHUHQWO\ EODFN
ER[HV DQG H[SODLQDEOH YHUVXV LQWHUSUHWDEOH$,�0/� , DUJXH WKDW WKH )'$ VKRXOG
GHPDQG$,�0/PDNHUV XVH DQ LQWHUSUHWDEOH $,�0/ V\VWHP LI D ZKLWH�ER[PRGHO
SHUIRUPV EHWWHU WKDQ RU DV ZHOO DV D EODFN�ER[PRGHO� , DOVR VKRZ WKDW WKH IRFXV RQ
H[SODLQDEOH $,�0/ LQ KHDOWK FDUH LV GHFHSWLYH DQG DUJXH WKDW UHJXODWRUV OLNH WKH
)'$ VKRXOG LQVWHDG IRFXV RQ HQVXULQJ VDIHW\ DQG HIIHFWLYHQHVV� 7KLV JRDO FDQ EH
DFKLHYHG� IRU H[DPSOH� E\ UHTXLULQJDW OHDVW FOLQLFDO WULDOV IRU$,�0/�EDVHGPHGLFDO
GHYLFHV WKDW KDYH D KLJKHU ULVN OHYHO� +RZHYHU� IRU $,�0/�EDVHGPHGLFDO GHYLFHV
LQWHQGHG WR EH XVHG WR DOORFDWH VFDUFH UHVRXUFHV� VXFK DV RUJDQV RU YHQWLODWRUV� WKH
)'$ VKRXOG GHPDQG$,�0/PDNHUV XVH LQWHUSUHWDEOH $,�0/ V\VWHPV UDWKHU WKDQ
EODFN ER[HV�

6HFRQG� , IRFXV RQ ZKDW , FDOO WKH ³XSGDWH SUREOHP�´ $,�0/�EDVHGPHGLFDO
GHYLFHV FDQ RQO\ IXOO\ UHDOL]H WKHLU SRWHQWLDO LI WKH\ FRQWLQXRXVO\ OHDUQ DQG DGDSW
WR QRYHO VLWXDWLRQV� %XW KRZ VKRXOG UHJXODWRUV OLNH WKH )'$PDNH VXUH WKDW WKHVH
GHYLFHV UHPDLQ VDIH DQG HIIHFWLYH WKURXJKRXW WKHLU OLIH F\FOH DQG GR QRW
FRPSURPLVH SDWLHQW VDIHW\" , DUJXH WKDW WKH )'$ FRXOG LPSOHPHQW D PRQLWRULQJ
V\VWHP� VXFK DV 6HQWLQHO� WKDW FRQWLQXRXVO\ PRQLWRUV $,�0/�EDVHG PHGLFDO
GHYLFHV�

3DUW 9 GLVFXVVHV WZR DVSHFWV RI WKH V\VWHP YLHZ� ��� FRQVLGHULQJ KXPDQ�$,
LQWHUDFWLRQ DQG ��� LPSURYLQJ SDWLHQW RXWFRPHV� 7KH )'$ FRXOG UHTXLUH ULJRURXV
KXPDQ IDFWRUV WHVWLQJ IRU DOO $,�EDVHG PHGLFDO GHYLFHV WKDW UHTXLUH SUHPDUNHW
VXEPLVVLRQ WR GHPRQVWUDWH WKDW XVHUV FDQ UHDG WKH ODEHOLQJ DQG XVH VXFK GHYLFHV
FRUUHFWO\� 7KH DJHQF\ FRXOG DOVR PRUH IUHTXHQWO\ UHTXLUH$, PDNHUV WR VHW XS D
WUDLQLQJ SURJUDP ZLWK LQVWUXFWLRQV RQ KRZ WR XVH WKHLU GHYLFH DQG�RU WR LQFOXGH D
GHWDLOHG GHVFULSWLRQ RI WKH UHFRPPHQGHG XVHU WUDLQLQJ LQ WKH GHYLFH ODEHOLQJ�
)XUWKHU� $,�EDVHG PHGLFDO GHYLFHV VKRXOG QRW RQO\ EH VDIH EXW VKRXOG DFWXDOO\
LPSURYH SDWLHQWRXWFRPHV� 7KLV FRXOGEH GHPRQVWUDWHGE\ FRPSDUDWLYHVWXGLHVWKDW
WKH )'$ FRXOG UHTXLUH� ZKHUH DSSURSULDWH� HLWKHU DV D SUHPDUNHW RU SRVWPDUNHW
UHTXLUHPHQW� GHSHQGLQJ RQ ZKHWKHU WKH $,�EDVHG PHGLFDO GHYLFH LQ TXHVWLRQ LV
XUJHQWO\ QHHGHG RQ WKH PDUNHW�

)LQDOO\� , FRQFOXGH WKDW PXFK PRUH WKLQNLQJ DQG ZRUN QHHGV WR EH GRQH WR
UHDOL]H WKH SRWHQWLDO RI KHDOWK$, DQG HQVXUH WKDW VXFK SURGXFWV DUH UHDVRQDEO\ VDIH
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DQG HIIHFWLYH�

,� 7+( 327(17,$/ 2) +($/7+ $,�%$6('352'8&76

7KH WHUP ³DUWLILFLDO LQWHOOLJHQFH´ �$,� ZDV ILUVW FRLQHG LQ ���� ZKHQ WKH IRXU
FRPSXWHU VFLHQWLVWV -RKQ 0F&DUWK\� 0DUYLQ 0LQVN\� &ODXGH 6KDQQRQ� DQG
1DWKDQLHO 5RFKHVWHU DSSOLHG IRU IXQGLQJ IURP WKH 5RFNHIHOOHU )RXQGDWLRQ IRU D
WZR�PRQWK� WHQ�PDQ VWXG\ RI $, WR EH FDUULHG RXW LQ ���� DW 'DUWPRXWK&ROOHJH LQ
+DQRYHU�1HZ+DPSVKLUH� LQ WKH 8�6��� 6LQFH WKHQ� WKH WHUP ³$,´ KDV EHHQ ZLGHO\
XVHG ZLWK GLIIHUHQW PHDQLQJV� )RU H[DPSOH� LQ D ���� $UWLFOH� 0F&DUWK\ GHILQHG
$, DV IROORZV�

,W LV WKH VFLHQFH DQG HQJLQHHULQJ RI PDNLQJ LQWHOOLJHQW PDFKLQHV�
HVSHFLDOO\ LQWHOOLJHQW FRPSXWHU SURJUDPV� ,W LV UHODWHG WR WKH
VLPLODU WDVN RI XVLQJ FRPSXWHUV WR XQGHUVWDQG KXPDQ LQWHOOLJHQFH�
EXW $, GRHV QRW KDYH WR FRQILQH LWVHOI WR PHWKRGV WKDW DUH
ELRORJLFDOO\ REVHUYDEOH���

7KH )'$ UHIHUV WR -RKQ 0F&DUWK\¶V GHILQLWLRQ��� 7KHUH LV QR XQLYHUVDO
GHILQLWLRQ RI $, WR GDWH� EXW WKH WHUP LV RIWHQ XVHG DV DQ XPEUHOOD WHUP WKDW
HQFRPSDVVHV VHYHUDO VXEVHWV� ,Q SDUWLFXODU� LWV VXEVHW 0DFKLQH /HDUQLQJ �0/� KDV
EHFRPH RQH RI WKH PRVW SURPLVLQJ ILHOGV RI FRPSXWHU VFLHQFH LQ UHFHQW \HDUV� 0/
XVHV DOJRULWKPV WR GHWHFW SDWWHUQV LQ GDWD��� 'HHS OHDUQLQJ LV D VXEVHW RI 0/ WKDW
LGHQWLILHV GDWD SDWWHUQV E\ HPSOR\LQJ DUWLILFLDO QHXUDO QHWZRUNV ZLWK VHYHUDO
OD\HUV��� $GYDQFHV ZLWKLQ GHHS OHDUQLQJ DUH DOVR PDMRU UHDVRQV IRU WKH VXFFHVV RI
KHDOWK $, LQ UHFHQW \HDUV�

0DQ\ $,�0/ DOJRULWKPV DUH ³EODFN ER[HV�´ PHDQLQJ WKDW WKH HVWLPDWHG
IXQFWLRQ UHODWLQJ LQSXWV WR RXWSXWV LV GLIILFXOW RU LPSRVVLEOH IRU KXPDQV WR
XQGHUVWDQG��� )RU H[DPSOH� DOJRULWKPV ODEHOHG DV ³GHHS OHDUQLQJ´ DUH FRQVLGHUHG

�� -2+10&&$57+< (7 $/�� $ 352326$/ )25 $ '$570287+ 6800(5 5(6($5&+ 352-(&7 21
$57,),&,$/ ,17(//,*(1&( �$XJ� ��� ������ KWWS���MPF�VWDQIRUG�HGX�DUWLFOHV�GDUWPRXWK�GDUWPRXWK
�SGI�

�� -RKQ0F&DUWK\� :KDW ,V $UWLILFLDO ,QWHOOLJHQFH" � �1RY� ��� ����� �XQSXEOLVKHG PDQXVFULSW��
KWWSV���KRPHV�GL�XQLPL�LW�ERUJKHVH�7HDFKLQJ�$GYDQFHG,QWHOOLJHQW6\VWHPV�2OG�,QWHOOLJHQW6\VWHPVB�
���B�����2OG�,QWHOOLJHQW6\VWHPVB����B�����'RFXPHQWV�6\PEROLF���B0F&DUWK\BZKDWLVDL�SGI�

�� 8�6� )22' 	 '58* $'0,1�� 352326(' 5(*8/$725< )5$0(:25. )25 02',),&$7,216 72
$57,),&,$/ ,17(//,*(1&(�0$&+,1( /($51,1* �$,�0/��%$6(' 62)7:$5( $6 $ 0(',&$/ '(9,&(
�6$0'�� ',6&866,21 3$3(5 $1' 5(48(67 )25 )(('%$&. � ������� KWWSV���ZZZ�IGD�JRY�PHGLD
��������GRZQORDG�

�� .XQ�+VLQJ <X HW DO�� $UWLILFLDO ,QWHOOLJHQFH LQ +HDOWKFDUH� � 1$785( %,20('� (1*¶* ����
��� �������

�� ,G�
�� 6HH %RULV %DELF HW DO�� %HZDUH ([SODQDWLRQV IURP $, LQ +HDOWK &DUH� ��� 6&,(1&( ���� ���



+($/7+$, )25*22'5$7+(57+$1(9,/" 7+(1((' )25$1(:5(*8/$725<
)5$0(:25.)25$,�%$6('0(',&$/'(9,&(6

���

EODFN�ER[ $,�0/PRGHOV��� 7KH WHUP ³EODFN ER[HV´ FDQ DOVR UHIHU WR PRGHOV WKDW
DUH QRW WRR FRPSOH[ WR EH XQGHUVWRRG E\ KXPDQV� EXW WKDW DUH GHOLEHUDWHO\ NHSW
RSDTXH E\ $, FRPSDQLHV IRU LQWHOOHFWXDO SURSHUW\ UHDVRQV���

0RVW $,�0/ DOJRULWKPV DUH ³DGDSWLYH´²WKH\ FRQWLQXRXVO\ OHDUQ DQG DGDSW WR
QHZ FRQGLWLRQV��� ,W LV DOVR SRVVLEOH WR ³ORFN´$,�0/ DOJRULWKPV LQ VXFK D ZD\ WKDW
WKH\ GR QRW FKDQJH ZLWK XVH DQG SURYLGH WKH VDPH RXWFRPH HDFK WLPH WKH VDPH
LQSXW GDWD LV DSSOLHG WR WKHP���

&RPSXWHU YLVLRQ LV DOVR D YLWDO VXEVHW RI $, WKDW IRFXVHV RQ GHYHORSLQJ
DXWRQRPRXV V\VWHPV WKDW FDQSHUIRUPSDUWLFXODU WDVNVWKDW WKH KXPDQ YLVXDO V\VWHP
FDQ FDUU\ RXW� DQG LQ VRPH FDVHV HYHQ VXUSDVV WKH KXPDQ V\VWHP¶V DELOLW\ WR GR
VR��� &RPSXWHU YLVLRQ LV HVVHQWLDO IRU WKHJURZWK RI DXJPHQWHG UHDOLW\� D WHFKQRORJ\
WKDW LV RIWHQ DVVRFLDWHGZLWK PRELOH JDPHV VXFK DV 3RNpPRQ *R DQG EOHQGV GLJLWDO
DQG SK\VLFDO HQYLURQPHQWV��� 5RERWLFV LV D EUDQFK RI WHFKQRORJ\ WKDW GHDOV ZLWK
WKH GHYHORSPHQW DQG GHVLJQ RI SK\VLFDO URERWV��� 6RPHWLPHV URERWLFV LV DOVR
FRQVLGHUHG D VXEVHW RI $,� EXW H[SHUWV LQ WKH URERWLFZRUOG ILQG LW PRUH DSSURSULDWH
WR VHH $, DQG URERWLFV DV VHSDUDWH ILHOGV WKDW RYHUODS LQ FDVHV RI DUWLILFLDOO\
LQWHOOLJHQW URERWV���

+HDOWK $,�EDVHG SURGXFWV DUH DOUHDG\ LQ XVH LQ WKH 8�6�� DQG PDQ\ PRUH
SURGXFWV DUH H[SHFWHG WR EH GHYHORSHG DQG HQWHU WKH PDUNHW LQ WKH FRPLQJ \HDUV�
,Q SDUWLFXODU� LW LV DQWLFLSDWHG WKDW KHDOWK$, ZLOO EH DSSOLHG QRW RQO\ LQ FOLQLFV EXW

������� %RULV %DELF 	 6DUD *HUNH� ([SODLQLQJ 0HGLFDO $, ,V (DVLHU 6DLG 7KDQ 'RQH� 67$7 �-XO\
��� ������ KWWSV���ZZZ�VWDWQHZV�FRP������������H[SODLQDEOH�PHGLFDO�DL�HDVLHU�VDLG�WKDQ�GRQH�

�� 6HH VRXUFHV FLWHG VXSUD QRWH ���
�� 6HH *5(*25< '$1,(/ (7 $/�� '8.( 0$5*2/,6 &75� )25 +($/7+ 32/¶<� &855(17 67$7(

$1' 1($5�7(5035,25,7,(6 )25 $,�(1$%/(' ',$*1267,& 6833257 62)7:$5( ,1 +($/7+ &$5( ��
������� KWWSV���KHDOWKSROLF\�GXNH�HGX�VLWHV�GHIDXOW�ILOHV���������GXNHPDUJROLVDLHQDEOHGG[VV�SGI�
3ULFH� 5HJXODWLQJ %ODFN�%R[ 0HGLFLQH� VXSUD QRWH �� DW ����

�� 6HH 8�6� )22' 	 '58* $'0,1�� VXSUD QRWH ��� DW �� %RULV %DELF HW DO�� $OJRULWKPV RQ
5HJXODWRU\ /RFNGRZQ LQ 0HGLFLQH� ��� 6&,� ����� ���� �������

�� 6HH VRXUFHV FLWHG VXSUD QRWH ���
�� 7� 6� +XDQJ� &RPSXWHU 9LVLRQ� (YROXWLRQ DQG 3URPLVH �6HSW� ��� ����� �XQSXEOLVKHG

PDQXVFULSW�� KWWS���FGV�FHUQ�FK�UHFRUG��������ILOHV�S���SGI � 3UL\D 'LDODQL� )LYH ,PSRUWDQW 6XEVHWV RI
$UWLILFLDO ,QWHOOLJHQFH� $1$/<7,&6 ,16,*+7 �0D\ ��� ������ KWWSV���ZZZ�DQDO\WLFVLQVLJKW�QHW�ILYH�
LPSRUWDQW�VXEVHWV�RI�DUWLILFLDO�LQWHOOLJHQFH�

�� -DPHVRQ 7RROH� &RPELQLQJ $UWLILFLDO ,QWHOOLJHQFH DQG $XJPHQWHG 5HDOLW\ LQ 0RELOH $SSV�
+($57%($7 �-XQH �� ������ KWWSV���KHDUWEHDW�IULW]�DL�FRPELQLQJ�DUWLILFLDO�LQWHOOLJHQFH�DQG�
DXJPHQWHG�UHDOLW\�LQ�PRELOH�DSSV�H�H�DG�FIGGF� )RXUWK :RUNVKRS RQ&RPSXWHU 9LVLRQ IRU $5�95�
;5#&251(// �-XQH ��� ������ KWWSV���[U�FRUQHOO�HGX�ZRUNVKRS������

�� 'LDODQL� VXSUD QRWH ��� $OH[ 2ZHQ�+LOO� :KDW¶V WKH 'LIIHUHQFH %HWZHHQ 5RERWLFV DQG
$UWLILFLDO ,QWHOOLJHQFH" 52%27,4 %/2* �0DU� ��� ������ KWWSV���EORJ�URERWLT�FRP�ZKDWV�WKH�
GLIIHUHQFH�EHWZHHQ�URERWLFV�DQG�DUWLILFLDO�LQWHOOLJHQFH�

�� 6HH VRXUFHV FLWHG VXSUD QRWH ���
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DOVR RXWVLGH WKH WUDGLWLRQDO FOLQLFDO VHWWLQJ���

$� &OLQLFDO $SSOLFDWLRQ

+HDOWK $,�EDVHG SURGXFWV DUH DOUHDG\ XVHG E\8�6� KHDOWK FDUH SURYLGHUV DQG
DUH H[SHFWHGWR EH LPSOHPHQWHGPRUH IUHTXHQWO\ LQ WKH FOLQLFDO VHWWLQJLQ WKH IXWXUH�
+HDOWK $, VKRZV JUHDW SURPLVH LQ PHGLFDO LPDJLQJ DQG GLVHDVH GLDJQRVWLFV� )RU
H[DPSOH�'LJLWDO 'LDJQRVWLF¶V $,�EDVHG PHGLFDO GHYLFH� ,'[�'5� GHWHFWV JUHDWHU
WKDQ PLOG OHYHOV RI GLDEHWLF UHWLQRSDWK\ LQ GLDEHWLF SDWLHQWV DJHV WZHQW\�WZR DQG
ROGHU��� 7KH V\VWHP LQFOXGHV D VSHFLDO FDPHUD XVHG E\ SULPDU\ FDUH SK\VLFLDQV WR
WDNH LPDJHV RI SDWLHQW UHWLQDV DQG XSORDG WKHP WR D FORXG VHUYHU��� 7KH V\VWHP LV
FRQVLGHUHG ³DXWRQRPRXV�´ PHDQLQJ WKDW LWV GHFLVLRQ²HLWKHU WR UHIHU WKH SDWLHQW WR
DQ H\H GRFWRU RU WR UHVFUHHQ LQ WZHOYHPRQWKV²GRHV QRW QHHG WR EH FKHFNHG E\ WKH
SULPDU\ FDUH SK\VLFLDQZKR XVHV WKH V\VWHP��� ,'[�'5 KDV EHHQ XVHG LQ FOLQLFDO
FDUH DW RYHU WZHQW\ VLWHV DFURVV WKH 8�6��� $QRWKHU H[DPSOH LV ,PDJHQ¶V
2VWHR'HWHFW� D FRPSXWHU�DLGHG GLDJQRVLV DQG GHWHFWLRQ VRIWZDUH SRZHUHG E\ $,
WKDW KHOSV SURYLGHUV WR GHWHFW ZULVW IUDFWXUHV���

7KH KRSH LV WKDW KHDOWK $,�EDVHG SURGXFWV ZLOO LQFUHDVLQJO\ KHOS KHDOWK FDUH
SURYLGHUV WR GHWHFW GLVHDVHV HDUOLHU DQGPDNH PRUH DFFXUDWH GLDJQRVHV� $ORQJVLGH
KHDOWK $,� URERWLFV LV H[SHFWHG WR H[SHULHQFH D ERRP LQ WKH FRPLQJ \HDUV���
$FFRUGLQJ WR RQH UHFHQW HVWLPDWH� WKH JOREDO PHGLFDO URERWVPDUNHW DFFRXQWHG IRU

�� 6HH� H�J�� )5267 	 68//,9$1� 75$16)250,1* +($/7+&$5( 7+528*+ $57,),&,$/
,17(//,*(1&( 6<67(06 ������� KWWSV���GRFSOD\HU�QHW����������7UDQVIRUPLQJ�KHDOWKFDUH�WKURXJK�
DUWLILFLDO�LQWHOOLJHQFH�V\VWHPV�KWPO�

�� 8�6� )22' 	'58* $'0,1�� '( 1292 6800$5< &/$66,),&$7,21 5(48(67 )25 ,';�'5 ��
� ������� KWWSV���ZZZ�DFFHVVGDWD�IGD�JRY�FGUKBGRFV�UHYLHZV�'(1�������SGI� )'$ 1HZV 5HOHDVH�
)'$ 3HUPLWV 0DUNHWLQJ RI $UWLILFLDO ,QWHOOLJHQFH�%DVHG 'HYLFH WR 'HWHFW &HUWDLQ 'LDEHWHV�5HODWHG
(\H 3UREOHPV� 8�6� )22' 	'58* $'0,1� �$SU� ��� ������ KWWSV���ZZZ�IGD�JRY�QHZV�HYHQWV�SUHVV�
DQQRXQFHPHQWV�IGD�SHUPLWV�PDUNHWLQJ�DUWLILFLDO�LQWHOOLJHQFH�EDVHG�GHYLFH�GHWHFW�FHUWDLQ�GLDEHWHV�
UHODWHG�H\H� )RU PRUH LQIRUPDWLRQ RQ ,'[�'5� VHH ,'[�'5� ',*,7$/ ',$*1267,&6� KWWSV���G[V�DL
�SURGXFWV�LG[�GU�LG[�GU�RYHUYLHZ �ODVW YLVLWHG 0DU� ��� ������

�� )'$ 1HZV 5HOHDVH� )'$ 3HUPLWV 0DUNHWLQJ RI $UWLILFLDO ,QWHOOLJHQFH�%DVHG 'HYLFH WR
'HWHFW &HUWDLQ 'LDEHWHV�5HODWHG (\H 3UREOHPV� VXSUD QRWH ���

�� ,G�� ,'[�'5� VXSUD QRWH ���
�� -DFN &DUIDJQR� ,'[�'5� WKH )LUVW )'$�$SSURYHG $, 6\VWHP� LV *URZLQJ 5DSLGO\� '2&:,5(

1(:6 �1RY� ��� ������ KWWSV���ZZZ�GRFZLUHQHZV�FRP�GRFZLUH�SLFN�IXWXUH�RI�PHGLFLQH�SLFNV�LG[�
GU�WKH�ILUVW�IGD�DSSURYHG�DL�V\VWHP�LV�JURZLQJ�UDSLGO\�

�� 8�6� )22' 	 '58* $'0,1�� (9$/8$7,21 2) $8720$7,& &/$66 ,,, '(6,*1$7,21 )25
267(2'(7(&7� '(&,6,21 6800$5< �� � ������� KWWSV���ZZZ�DFFHVVGDWD�IGD�JRY�FGUKBGRFV�UHYLHZV
�'(1�������SGI� )'$ 1HZV 5HOHDVH� )'$ 3HUPLWV 0DUNHWLQJ RI $UWLILFLDO ,QWHOOLJHQFH $OJRULWKP
IRU $LGLQJ 3URYLGHUV LQ 'HWHFWLQJ :ULVW )UDFWXUHV� 8�6� )22' 	 '58* $'0,1� �0D\ ��� ������
KWWSV���ZZZ�IGD�JRY�QHZV�HYHQWV�SUHVV�DQQRXQFHPHQWV�IGD�SHUPLWV�PDUNHWLQJ�DUWLILFLDO�
LQWHOOLJHQFH�DOJRULWKP�DLGLQJ�SURYLGHUV�GHWHFWLQJ�ZULVW�IUDFWXUHV�

�� 3:&� :+$7 '2&725" :+< $, $1' 52%27,&6 :,// '(),1( 1(: +($/7+ �� �������
KWWSV���ZZZ�SZF�FRP�J[�HQ�LQGXVWULHV�KHDOWKFDUH�SXEOLFDWLRQV�DL�URERWLFV�QHZ�KHDOWK�DL�URERWLFV�
QHZ�KHDOWK�SGI�
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���� ELOOLRQ LQ ���� DQG LV H[SHFWHG WR UHDFK ����� ELOOLRQ E\ ����� DQG WKH8�6� LV
D NH\ PDUNHW SOD\HU��� ,Q SDUWLFXODU� LQFUHDVHG LPSOHPHQWDWLRQ RI $,�DVVLVWHG
VXUJHU\ DSSHDUV OLNHO\ LQ WKH IXWXUH��� 7KH XVH RI DXWRQRPRXV V\VWHPV DV URERW
VXUJHRQV LV DOVR QRW IDU IURP UHDOLW\� &RQVLGHUDEOH UHVHDUFK UHVRXUFHV DUH EHLQJ
LQYHVWHG LQ WKH GHYHORSPHQW RI VPDUW VXUJLFDO URERWV ZLWK GLIIHUHQW GHJUHHV RI
DXWRQRP\ WR SHUIRUP WHFKQLFDO WDVNV� VXFK DV VXWXULQJ� ORFDOL]LQJ ZRXQGV� DQG
UHPRYLQJ WXPRUV��� 7KHVH LQQRYDWLRQV SURPLVH EHWWHU UHVXOWV DQGZLGHU DFFHVV WR
VSHFLDOL]HG SURFHGXUHV IRU SDWLHQWV���

$XJPHQWHG UHDOLW\ LV DOVR DQWLFLSDWHG WR H[SHULHQFH D VWURQJ XSVZLQJ LQ WKH
KHDOWK FDUH PDUNHW LQ WKH QH[W IHZ \HDUV��� )RU H[DPSOH� WKH &DOLIRUQLD�EDVHG
FRPSDQ\� (FKR3L[HO� GHYHORSHG 7UXH �'� DQ )'$�FOHDUHG DXJPHQWHG UHDOLW\
GHYLFH VRIWZDUH WKDW SURYLGHV DQ HQYLURQPHQW ZKHUH KHDOWK FDUH SURIHVVLRQDOV FDQ
YLHZ SDWLHQW�VSHFLILF KRORJUDSKLF�OLNH LPDJHV RI RUJDQV DQG WLVVXHV��� 0HGLFDO
LPDJLQJ DQG GLDJQRVWLFV� DORQJVLGH URERWLFV DQG DXJPHQWHG UHDOLW\� DUH MXVW WKH
EHJLQQLQJ RI PDQ\ PRUH SRWHQWLDO FOLQLFDO $, DSSOLFDWLRQV WKDW PD\ VLJQLILFDQWO\
FKDQJH WKH ZD\ KHDOWK FDUH SURYLGHUV SUDFWLFHPHGLFLQH�

%� 2XWVLGH WKH &OLQLFDO 6HWWLQJ

,Q WKH ��VW FHQWXU\� ODUJH DPRXQWV RI KHDOWKGDWD DUH JDWKHUHG IURPLQGLYLGXDOV
QRWRQO\ LQ FOLQLFDO VHWWLQJV EXWDOVR LQ GDLO\OLIH�VXFKDV WKURXJKWKH LQWHUQHW� KHDOWK
DSSOLFDWLRQV �DSSV�� )LWELWV� DQG RWKHU SURGXFWV� )RU H[DPSOH� D UHFHQW VWXG\
SUHGLFWV WKDW WKH WRWDO DPRXQW RI GDWD FUHDWHG ZRUOGZLGH ZLOO JURZ IURP ��
]HWWDE\WHV LQ ���� WR ��� ]HWWDE\WHV LQ ������� 7KH XVH RI ELJ GDWD� FRXSOHGZLWK

�� 0HGLFDO 5RERWV 0DUNHW� 0$5.(76$1'0$5.(76 ������� KWWSV���ZZZ�PDUNHWVDQGPDUNHWV
�FRP�3UHVV5HOHDVHV�PHGLFDO�URERWLF�V\VWHPV�DVS�

�� 6HH� H�J�� 6HEDVWLDQ %RGHQVWHGW HW DO�� $UWLILFLDO ,QWHOOLJHQFH�$VVLVWHG 6XUJHU\� 3RWHQWLDO DQG
&KDOOHQJHV� �� 9,6&(5$/ 0('� ��� ������� 7RP -� 0� YDQ 0XONHQ HW DO�� )LUVW�,Q�+XPDQ 5RERWLF
6XSHUPLFURVXUJHU\ 8VLQJ D 'HGLFDWHG 0LFURVXUJLFDO 5RERW IRU 7UHDWLQJ %UHDVW &DQFHU�5HODWHG
/\PSKHGHPD� $5DQGRPL]HG 3LORW 7ULDO� ��1$785( &200&¶16 ��� ������� VHH DOVR 3KLO %ULWW� +RZ
$,�$VVLVWHG 6XUJHU\ ,V ,PSURYLQJ 6XUJLFDO 2XWFRPHV� 52%27,& %86� 5(9� �-XQH ��� ������
KWWSV���ZZZ�URERWLFVEXVLQHVVUHYLHZ�FRP�KHDOWK�PHGLFDO�DL�DVVLVWHG�VXUJHU\�LPSURYHV�SDWLHQW�
RXWFRPHV �GLVFXVVLQJ WKH SURPLVH RI $,�DVVLVWHG VXUJHU\ WR LPSURYH VXUJLFDO RXWFRPHV��

�� (OL]DEHWK 6YRERGD� <RXU 5RERW 6XUJHRQ :LOO 6HH <RX 1RZ� ���1$785( 6���� 6��� �������
�� 6HH LG�
�� $XJPHQWHG 5HDOLW\ �$5� ,Q +HDOWKFDUH 0DUNHW � )RUHFDVWV IURP ���� WR ����� 5(6�	0.76�

������� KWWSV���ZZZ�UHVHDUFKDQGPDUNHWV�FRP�UHSRUWV���������DXJPHQWHG�UHDOLW\�DU�LQ�KHDOWKFDUH�
PDUNHW� 7RROH� VXSUD QRWH ���

�� 6HH /HWWHU IURP 5REHUW 2FKV� 'LU� 'LY� RI 5DGLRORJLFDO +HDOWK� 8�6� )RRG 	 'UXJ $GPLQ�
WR 0DUN -RE� (FKR3L[HO ,QF� �0DU� �� ������ KWWSV���ZZZ�DFFHVVGDWD�IGD�JRY�FGUKBGRFV�SGI��
�.�������SGI� (&+23,;(/� KWWSV���ZZZ�HFKRSL[HOWHFK�FRP �ODVW YLVLWHG 0DU� ��� ������

�� $UQH YRQ 6HH� 9ROXPH RI 'DWD�,QIRUPDWLRQ &UHDWHG� &DSWXUHG� &RSLHG� DQG &RQVXPHG
:RUOGZLGH )URP ���� WR ���� �LQ =HWWDE\WHV�� 67$7,67$ �-XQH �� ������ KWWSV���ZZZ�VWDWLVWD�FRP
�VWDWLVWLFV��������ZRUOGZLGH�GDWD�FUHDWHG�
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HQKDQFHG FRPSXWLQJ SRZHU� VXJJHVWV WKDW KHDOWK $, ZLOO OLNHO\ KDYH ULVLQJ
LPSRUWDQFH LQ WKH IXWXUH�$OUHDG\WRGD\� WKH UDQJHRI GLUHFW�WR�FRQVXPHUKHDOWK$,�
EDVHG DSSV DQG FKDWERWV� RQ WRSLFV IURPGLHW JXLGDQFH WR SV\FKRORJLFDO DGYLFH� LV
LPPHQVH DQG LV H[SHFWHG WR LQFUHDVH HYHQPRUH LQ WKH QH[W \HDUV��� )RU H[DPSOH�
WKH KHDOWK $,�SRZHUHG FKDWERW� $GD� DVVHVVHV XVHUV¶ PRVW OLNHO\ FRQGLWLRQV EDVHG
RQ WKHLU V\PSWRPV DQG UHFRPPHQGV WKH QH[W VWHSV WR VHHN DSSURSULDWH FDUH� ��
$QRWKHU H[DPSOH LV WKH SRFNHW $, WKHUDSLVW�<RXSHU� D VHOI�KHOS DSS GHVLJQHG E\ D
6DQ )UDQFLVFR�EDVHG FRPSDQ\ WKDW VXSSRUWV PHQWDO KHDOWK���

:HDUDEOH KHDOWK FDUH SURGXFWV VXFK DV VPDUWZDWFKHV� SDWFKHV� DQG ILWQHVV
WUDFNHUV DUH DOVR LQ KLJK GHPDQG� DQG WKH JOREDO PDUNHW LV H[SHFWHG WR DOPRVW
GRXEOH IURP ����� ELOOLRQ LQ ���� WR ����� ELOOLRQ E\ ������� )RU H[DPSOH� LQ
6HSWHPEHU ����� WKH )'$ SHUPLWWHG PDUNHWLQJ RI $SSOH¶V HOHFWURFDUGLRJUDP
�(&*� DSS� D FRQVXPHU�IDFLQJ PHGLFDO GHYLFH LQWHQGHG IRU XVH ZLWK WKH $SSOH
:DWFK E\ SHRSOH DJHV WZHQW\�WZR DQG ROGHU WKDW FDQ FUHDWH� VWRUH� UHFRUG� GLVSOD\�
DQG WUDQVIHU D VLQJOH FKDQQHO (&*��� 7KH )'$ DOVR DXWKRUL]HG $SSOH¶V LUUHJXODU
UK\WKP QRWLILFDWLRQ IHDWXUH� DQ DSS WKDW LV DOVR LQWHQGHG IRU XVH ZLWK WKH $SSOH
:DWFK DQG IRU QRWLI\LQJ WKH XVHU RI SRVVLEOH DWULDO ILEULOODWLRQ �$)LE���� 6HYHUDO
FRPSDQLHV DUH DOVRZRUNLQJ RQ WKH QH[W IXWXUH�RI�KHDOWK $,�EDVHG ILWQHVV SURGXFWV
ZKHUH YLUWXDO WUDLQHUV SODQ D XVHU¶V ZRUNRXW EDVHG RQ WKHLU LQGLYLGXDO SUHIHUHQFHV
DQG QHHGV� PRWLYDWH WKH XVHU WR FRPSOHWH WKHLU ZRUNRXW� DQG UHFRPPHQG KHDOWK\
HDWLQJ���

7KH ERXQGDULHV EHWZHHQ KRVSLWDOV DQG KRPHV DUH DOVR EHFRPLQJ LQFUHDVLQJO\

�� %RULV %DELF HW DO�� VXSUD QRWH �� DW ���� *HUNH HW DO�� VXSUD QRWH �� DW ���� 5HP\ )UDQNOLQ� ��
6XUSULVLQJ0RELOH +HDOWK 6WDWLVWLFV� 02%,860' �2FW� ��� ������ KWWSV���PRELXV�PG���������������
PRELOH�KHDOWK�VWDWLVWLFV�

�� $GD+HDOWK� $GD ±&KHFN <RXU +HDOWK� $33/( $33 6725( 35(9,(: ������� KWWSV���DSSV�DSSOH
�FRP�DSS�LG����������"PW �� /HRQWLQD 3RVWHOQLFX� $'$ +HDOWK¶V &KLHI 0HGLFDO 2IILFHU RQ $, DQG
%XLOGLQJ 7UXVW LQ 'LJLWDO +HDOWK 7RROV� 02%,+($/7+1(:6 �1RY� ��� ������ KWWSV���ZZZ
�PRELKHDOWKQHZV�FRP�QHZV�HPHD�DGD�KHDOWK�V�FKLHI�PHGLFDO�RIILFHU�DL�DQG�EXLOGLQJ�WUXVW�GLJLWDO�
KHDOWK�WRROV�

�� <283(5 ������� KWWSV���ZZZ�\RXSHU�DL �ODVW YLVLWHG 0DU� ��� ������ <RXSHU� ,QF�� <RXSHU
2QOLQH 7KHUDS\� $33/( $33 6725( 35(9,(: ������� KWWSV���DSSV�DSSOH�FRP�XV�DSS�\RXSHU�RQOLQH�
WKHUDS\�LG�����������

�� :HDUDEOH +HDOWKFDUH 'HYLFHV 0DUNHW� 0$5.(76$1'0$5.(76 �������
KWWSV���ZZZ�PDUNHWVDQGPDUNHWV�FRP�0DUNHW�5HSRUWV�ZHDUDEOH�PHGLFDO�GHYLFH�PDUNHW�
���������KWPO�

�� /HWWHU IURP $QJHOD &� .UXHJHU� 'HS� 'LU�� (QJ¶J 	 6FL� 5HY�� 2II� 'HYLFH (YDOXDWLRQ� 8�6�
)RRG 	 'UXJ $GPLQ� WR 'RQQD�%HD 7LOOPDQ� $SSOH ,QF� �6HSW� ��� ������ KWWSV���ZZZ�DFFHVVGDWD
�IGD�JRY�FGUKBGRFV�SGI���'(1�������SGI�

�� /HWWHU IURP $QJHOD &� .UXHJHU� 'HS� 'LU�� (QJ¶J 	 6FL� 5HY�� 2II� 'HYLFH (YDOXDWLRQ� 8�6�
)RRG 	 'UXJ$GPLQ� WR 'RQQD�%HD 7LOOPDQ� $SSOH ,QF� '(1������ �6HSW� ��� ������ KWWSV���ZZZ
�DFFHVVGDWD�IGD�JRY�FGUKBGRFV�SGI���'(1�������SGI�

�� &RUH\ /HZLV� +RZ $, )LWQHVV 7HFKQRORJ\ :LOO 7DNH <RXU +HDOWK WR 7KH 1H[W /HYHO� �$1'�
/,)( �2FW� ��� ������ KWWSV���ZZZ��DQG�OLIH�FRP�EORJ�DL�ILWQHVV�WHFKQRORJ\�
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SRURXV� 7KH $PHULFDQ SRSXODWLRQ LV DJLQJ� DQGZLWK WKLV GHPRJUDSKLF VKLIW FRPHV
WKH QHHG WR GHYHORS QHZ GLJLWDO KHDOWK SURGXFWV WKDW HQDEOH LQGLYLGXDOV WR OLYH DQ
LQGHSHQGHQWDQGKHDOWK\OLIH DWKRPH DV ORQJDV SRVVLEOH��� &RPSXWHU YLVLRQ�GULYHQ
DPELHQW LQWHOOLJHQFH V\VWHPV XVH YLGHR FDSWXUH WR JDWKHU DQG LQWHUSUHW SK\VLFDO
DFWLYLW\ GDWD��� 7KHVH V\VWHPV ZLOO OLNHO\ EH LQFUHDVLQJO\ XVHG QRW RQO\ LQ KRVSLWDOV
EXW DOVR LQ SDWLHQWV¶ KRPHV LQ WKH IXWXUH� 5HPRWH SDWLHQW PRQLWRULQJ LV SUHGLFWHG WR
H[SHULHQFH D ERRPLQ WKH QH[W IHZ\HDUV��� 6XFKSURGXFWV� LQFOXGLQJWKRVHSRZHUHG
E\ $,� FDQ KHOS SK\VLFLDQV WR UHPRWHO\ PRQLWRU WKHLU SDWLHQWV¶ KHDOWK FRQGLWLRQV�
VXFK DV GLDEHWHV� DVWKPD� DQG FDUGLRYDVFXODU GLVHDVH� ZKLOH LPSURYLQJ FOLQLFDO
HIILFLHQF\ DQG UHGXFLQJ FRVWV��� )RU H[DPSOH� WKH VWDUW�XS&XUUHQW +HDOWK RIIHUV DQ
$,�SRZHUHGZLUHOHVV GHYLFHZRUQRQ D SDWLHQW¶V XSSHU DUP WKDW FRQWLQXRXVO\WUDFNV
YLWDO VLJQV� VXFK DV SXOVH� UHVSLUDWRU\ UDWH� DQG WHPSHUDWXUH���

+RPH PRQLWRULQJ WHFKQRORJLHV KDYH DOVR EHHQ LQFUHDVLQJO\ XVHG GXULQJ WKH
&29,'��� SDQGHPLF WR UHGXFH SHUVRQDO FRQWDFWV DQG WKXV H[SRVXUH WR WKH YLUXV���
)XUWKHU� URERWV FDQ EH KHOSIXO DVVLVWDQWV LQ WKH &29,'��� SDQGHPLF� )RU H[DPSOH�
WKH 6DQ )UDQFLVFR�EDVHG FRPSDQ\� 5RERW/$%� GHYHORSHG D VHOI �GULYLQJ�
KXPDQRLG URERW� &UX]U� WKDW LV GHVLJQHG WR EH XVHG LQ VFKRROV� &UX]U FDQPHDVXUH
WKH ERG\ WHPSHUDWXUH RI XS WR VL[W\ SHRSOH LQ D PLQXWH DQG GHWHFW SHRSOH ZKR GR
QRW ZHDU D IDFHPDVN DQG DOHUW WKH VWDII���

,,� 1$552:0(',&$/'(9,&('(),1,7,21

$� 'HYLFH 6RIWZDUH )XQFWLRQV

$UH KHDOWK $,�EDVHG SURGXFWV FODVVLILHG DV PHGLFDO GHYLFHV XQGHU 8�6� ODZ"
7KLV LV D FUXFLDO TXHVWLRQ IRU PDQXIDFWXUHUV LQ SDUWLFXODU� VLQFH PHGLFDO GHYLFHV
XVXDOO\ PXVW PHHW PHGLFDO GHYLFH UHTXLUHPHQWV XQGHU WKH )'&$ DQG DUH UHJXODWHG
E\ WKH )'$��� 7KH WHUP ³PHGLFDO GHYLFH´ LV GHILQHG LQ )'&$ VHFWLRQ ����K���� DV
IROORZV�

�� *HUNH HW DO�� VXSUD QRWH ��
�� *HUNH HW DO�� VXSUD QRWH ��
�� 5HPRWH 3DWLHQW 0RQLWRULQJ �530� 0DUNHW� 0$5.(76$1'0$5.(76 ������� KWWSV���ZZZ

�PDUNHWVDQGPDUNHWV�FRP�0DUNHW�5HSRUWV�UHPRWH�SDWLHQW�PRQLWRULQJ�PDUNHW����������KWPO� 7KH
6WDWH RI WKH 5HPRWH 3DWLHQW 0RQLWRULQJ 0DUNHW LQ ����� '(),1,7,9( +($/7+&$5( ������� KWWSV���EORJ
�GHILQLWLYHKF�FRP�UHPRWH�SDWLHQW�PRQLWRULQJ�PDUNHW������

�� 7KH 6WDWH RI WKH 5HPRWH 3DWLHQW 0RQLWRULQJ 0DUNHW LQ ����� VXSUD QRWH ���
�� &855(17 +($/7+� KWWSV���ZZZ�FXUUHQWKHDOWK�FRP�SURGXFWV�SDJH�SURGXFW�UHPRWH�SDWLHQW�

PRQLWRULQJ �ODVW YLVLWHG 0DU� ��� ������
�� *HUNH HW DO�� VXSUD QRWH ��
�� .HHSLQJ 6FKRROV 9LUXV�6DIH ,V 1RW DQ (DV\ )HDW� 52%27/$% ������� KWWSV���ZZZ�URERWODE

�FRP�SDQGHPLF�FRYLG���KHDOWK�URERWV�
�� 6HH LQIUD 6HFWLRQ ,,�&� DQG 6HFWLRQ ,,,�$�
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DQ LQVWUXPHQW� DSSDUDWXV� LPSOHPHQW� PDFKLQH� FRQWULYDQFH�
LPSODQW� LQ YLWUR UHDJHQW� RU RWKHU VLPLODU RU UHODWHG DUWLFOH�
LQFOXGLQJ DQ\ FRPSRQHQW� SDUW� RU DFFHVVRU\�ZKLFK LV²

�$� UHFRJQL]HG LQ WKH RIILFLDO 1DWLRQDO )RUPXODU\� RU WKH 8QLWHG
6WDWHV 3KDUPDFRSHLD� RU DQ\ VXSSOHPHQW WR WKHP�

�%� LQWHQGHG IRU XVH LQ WKH GLDJQRVLV RI GLVHDVH RU RWKHU
FRQGLWLRQV� RU LQ WKH FXUH� PLWLJDWLRQ� WUHDWPHQW� RU SUHYHQWLRQ
RI GLVHDVH� LQ PDQ RU RWKHU DQLPDOV� RU

�&� LQWHQGHG WR DIIHFW WKH VWUXFWXUH RU DQ\ IXQFWLRQ RI WKH ERG\ RI
PDQ RU RWKHU DQLPDOV� DQG

ZKLFK GRHV QRW DFKLHYH LWV SULPDU\ LQWHQGHG SXUSRVHV WKURXJK
FKHPLFDODFWLRQZLWKLQ RURQ WKH ERG\RIPDQ RURWKHU DQLPDOV DQG
ZKLFK LV QRW GHSHQGHQW XSRQ EHLQJ PHWDEROL]HG IRU WKH
DFKLHYHPHQW RI LWV SULPDU\ LQWHQGHG SXUSRVHV� 7KH WHUP ³GHYLFH´
GRHV QRW LQFOXGH VRIWZDUH IXQFWLRQV H[FOXGHG SXUVXDQW WR VHFWLRQ
����R����

,Q WKH FRQWH[W RI KHDOWK $,� LW LV SDUWLFXODUO\ UHOHYDQW ZKHWKHU VRIWZDUH
IXQFWLRQV DUH FODVVLILHG DV PHGLFDO GHYLFHV �GHYLFH VRIWZDUH IXQFWLRQV�� 7KH )'$
GLVWLQJXLVKHV EHWZHHQ WZR UHOHYDQW W\SHV RI VRIWZDUH IXQFWLRQV UHODWHG WR PHGLFDO
GHYLFHV� ³6RIWZDUH LQ D 0HGLFDO 'HYLFH´ �6L0'� DQG ³6RIWZDUH DV D 0HGLFDO
'HYLFH´ �6D0'�� 6L0' LV VRIWZDUH WKDW LV LQWHJUDO WR D PHGLFDO GHYLFH��� ,Q
FRQWUDVW� 6D0' LV VWDQGDORQH VRIWZDUH WKDW LV� RQ LWV RZQ� D PHGLFDO GHYLFH��� ,Q
����� WKH ,QWHUQDWLRQDO 0HGLFDO 'HYLFH5HJXODWRUV )RUXP �,0'5)�²DYROXQWHHU
JURXS RI PHGLFDO GHYLFH UHJXODWRUV IURP DFURVV WKH ZRUOG� LQFOXGLQJ WKH 8�6��
ZKRVH JRDO LV WR DFFHOHUDWH LQWHUQDWLRQDO PHGLFDO GHYLFH UHJXODWRU\
KDUPRQL]DWLRQ²UHFRJQL]HG WKH LQFUHDVLQJ LPSRUWDQFH RI VRIWZDUH LQ KHDOWK FDUH
DQG SXEOLVKHG D GRFXPHQW RQ 6D0' LQ ZKLFK LW GHILQHV WKH WHUP DV ³VRIWZDUH
LQWHQGHG WR EH XVHG IRU RQH RU PRUHPHGLFDO SXUSRVHV WKDW SHUIRUP WKHVH SXUSRVHV
ZLWKRXW EHLQJ SDUW RI D KDUGZDUH PHGLFDO GHYLFH�´�� 7KH )'$ HPEUDFHG WKLV

�� )'&$ � ����K����� �� 8�6�&� � ����K�����
�� 6RIWZDUH DV D 0HGLFDO 'HYLFH �6D0'�� 8�6� )22' 	 '58* $'0,1� �'HF� �� ������

KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�GLJLWDO�KHDOWK�VRIWZDUH�PHGLFDO�GHYLFH�VDPG�
�� ,G�
�� ,17¶/ 0('� '(9,&( 5(*8/6� )�� 62)7:$5( $6 $0(',&$/ '(9,&( �6$0'��.(< '(),1,7,216

� ������� KWWS���ZZZ�LPGUI�RUJ�GRFV�LPGUI�ILQDO�WHFKQLFDO�LPGUI�WHFK��������VDPG�NH\�GHILQLWLRQV
��������SGI� 7KH ,0'5) 6D0' :RUNLQJ *URXS DOVR SXEOLVKHG WZR RWKHU JXLGDQFH GRFXPHQWV
UHODWHG WR 6D0'� 6HH ,17¶/ 0('�'(9,&( 5(*8/6� )�� ³62)7:$5( $6 $ 0(',&$/ '(9,&(´� 3266,%/(
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GHILQLWLRQ DQG IXUWKHU FODULILHG WKDW LW GHILQHVPHGLFDO SXUSRVHV ³DV WKRVH SXUSRVHV
WKDW DUH LQWHQGHG WR WUHDW� GLDJQRVH� FXUH� PLWLJDWH� RU SUHYHQW GLVHDVH RU RWKHU
FRQGLWLRQV�´�� $SSOH¶V LUUHJXODU UK\WKP QRWLILFDWLRQ $SSOH :DWFK IHDWXUH LV DQ
H[DPSOH RI DQ$,�0/�EDVHG 6D0' EHFDXVH LW LV VWDQGDORQH VRIWZDUH LQWHQGHG IRU
D PHGLFDO SXUSRVH��� $QRWKHU H[DPSOH RI DQ $,�0/�EDVHG 6D0' LV ,'[�'5�
VWDQGDORQH VRIWZDUH LQWHQGHG WR EH XVHG WR GLDJQRVH D PHGLFDO FRQGLWLRQ� QDPHO\
GHWHFWLQJ JUHDWHU WKDQPLOG OHYHOV RI GLDEHWLF UHWLQRSDWK\ LQ GLDEHWLF DGXOWV���

%� 1RQ�'HYLFH 6RIWZDUH )XQFWLRQV

7R DVVHVV ZKHWKHU WKH )'$ DGHTXDWHO\ UHJXODWHV KHDOWK $,�EDVHG SURGXFWV� LW
LV LPSRUWDQW WR ORRN DW WKH DJHQF\¶V VWDWXWRU\ DXWKRULW\� 2QO\ E\ DQDO\]LQJ WKH ODZ
LQ�GHSWK FDQ RQH LGHQWLI\ OHJDO JDSV WKDW PD\ MHRSDUGL]H SDWLHQW VDIHW\ DQG
XQGHUPLQH SXEOLF WUXVW�

)'&$ VHFWLRQ ����K���� FODULILHV WKDW WKHUH DUH FHUWDLQ VRIWZDUH IXQFWLRQV WKDW
GR QRW IDOO XQGHU WKHPHGLFDOGHYLFH GHILQLWLRQ�QRQ�GHYLFHVRIWZDUH IXQFWLRQV� DQG
DUH WKXV QRW VXEMHFW WR )'$UHJXODWLRQ� )'&$ VHFWLRQ ����R�����$�±�(�� DGGHG E\
WKH ��VW &HQWXU\ &XUHV $FW��� FRQWDLQV ILYH FDWHJRULHV RI VRIWZDUH IXQFWLRQV WKDW
XVXDOO\ DUH QRW FRQVLGHUHG WR EH PHGLFDO GHYLFHV� QDPHO\ VRIWZDUH IXQFWLRQV
LQWHQGHG

�$� IRU DGPLQLVWUDWLYH VXSSRUW RI D KHDOWK FDUH IDFLOLW\ � � ��

�%� IRU PDLQWDLQLQJ RU HQFRXUDJLQJ D KHDOWK\ OLIHVW\OH � � ��

�&� WR VHUYH DV HOHFWURQLF SDWLHQW UHFRUGV � � ��

� � � �

�'� IRU WUDQVIHUULQJ� VWRULQJ� FRQYHUWLQJIRUPDWV� RU GLVSOD\LQJ

)5$0(:25. )25 5,6. &$7(*25,=$7,21 $1' &255(6321',1* &216,'(5$7,216
������� KWWS���ZZZ�LPGUI�RUJ�GRFV�LPGUI�ILQDO�WHFKQLFDO�LPGUI�WHFK��������VDPG�IUDPHZRUN�ULVN�
FDWHJRUL]DWLRQ��������SGI� ,17¶/ 0('� '(9,&( 5(*8/6� )�� 62)7:$5( $6 $ 0(',&$/ '(9,&(
�6$0'��$33/,&$7,21 2)48$/,7< 0$1$*(0(176<67(0 ������� KWWS���ZZZ�LPGUI�RUJ�GRFV�LPGUI
�ILQDO�WHFKQLFDO�LPGUI�WHFK��������VDPG�TPV�SGI� ,Q DGGLWLRQ� WKH )'$ SXEOLVKHG JXLGDQFH RQ
6D0' LQ ZKLFK WKH DJHQF\ DGRSWV DQRWKHU ���� JXLGDQFH E\ WKH ,0'5) 6D0' :RUNLQJ *URXS RQ
WKH FOLQLFDO HYDOXDWLRQ RI 6D0'� 6HH 8�6� )22' 	'58* $'0,1�� 62)7:$5( $6 $ 0(',&$/ '(9,&(
�6$0'��&/,1,&$/ (9$/8$7,21 ������� KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG� )RU IXUWKHU
LQIRUPDWLRQ RQ WKH ,0'5)� VHH ,17¶/ 0('�'(9,&( 5(*8/6� )� ������� KWWS���ZZZ�LPGUI�RUJ�

�� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��
�� )RU PRUH LQIRUPDWLRQ RQ$SSOH¶V LUUHJXODU UK\WKP QRWLILFDWLRQ IHDWXUH� VHH VXSUD 6HFWLRQ ,�%�
�� )RU PRUH LQIRUPDWLRQ RQ ,'[�'5� VHH VXSUD 6HFWLRQ ,�$�
�� ��VW &HQWXU\ &XUHV $FW� 3XE� /� 1R� ���±���� � �����D�� ��� 6WDW� ����� ������� ������

�FRGLILHG DW �� 8�6�&� � ���M�R���
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FOLQLFDO ODERUDWRU\ WHVW RU RWKHU GHYLFH GDWD DQG UHVXOWV � � �� >DQG@

�(� >WR VXSSRUW FHUWDLQ FOLQLFDO GHFLVLRQV�@��

7KH VHFRQG DQG ILIWK FDWHJRULHV DUH SDUWLFXODUO\ UHOHYDQW IRU KHDOWK$,�

�� 6RIWZDUH )XQFWLRQV ,QWHQGHG IRU0DLQWDLQLQJ RU(QFRXUDJLQJ D +HDOWK\
/LIHVW\OH

8QGHU )'&$ VHFWLRQ ����R�����%�� D VRIWZDUH IXQFWLRQ LV JHQHUDOO\ QRW
FRYHUHG E\ WKH WHUP ³PHGLFDO GHYLFH´ LQ )'&$ VHFWLRQ ����K���� LI LW LV LQWHQGHG
³IRU PDLQWDLQLQJ RU HQFRXUDJLQJ D KHDOWK\ OLIHVW\OH DQG LV XQUHODWHG WR WKH
GLDJQRVLV� FXUH� PLWLJDWLRQ� SUHYHQWLRQ� RU WUHDWPHQW RI D GLVHDVH RU
FRQGLWLRQ � � � �´��

,Q 6HSWHPEHU ����� WKH )'$ LVVXHG WKH JXLGDQFH ³&KDQJHV WR ([LVWLQJ
0HGLFDO 6RIWZDUH 3ROLFLHV 5HVXOWLQJ IURP6HFWLRQ ���� RI WKH ��VW &HQWXU\ &XUHV
$FW´ �&XUHV $FW *XLGDQFH� LQ ZKLFK WKH DJHQF\ SURYLGHV LWV FXUUHQW WKLQNLQJ DQG
QRQ�ELQGLQJ UHFRPPHQGDWLRQV RQ )'&$ VHFWLRQ ����R�����%���� ,Q SDUWLFXODU� WKH
)'$FODULILHV WKDW LWV XSGDWHG QRQ�ELQGLQJJXLGDQFH³*HQHUDO:HOOQHVV�3ROLF\ IRU
/RZ 5LVN 'HYLFHV´ �*HQHUDO:HOOQHVV *XLGDQFH� KHOSV LQWHUSUHW )'&$ VHFWLRQ

�� ,G� )RU H[FHSWLRQV� VHH )'&$ � ����R����� �� 8�6�&� � ���M�R���� �³1RWZLWKVWDQGLQJ
SDUDJUDSK ���� D VRIWZDUH IXQFWLRQ GHVFULEHG LQ VXESDUDJUDSK �&�� �'�� RU �(� RI SDUDJUDSK ��� VKDOO
QRW EH H[FOXGHG IURP WKH GHILQLWLRQ RI GHYLFH XQGHU VHFWLRQ ����K� LI � � � �L� WKH 6HFUHWDU\ PDNHV D
ILQGLQJ WKDW XVH RI VXFK VRIWZDUH IXQFWLRQ ZRXOG EH UHDVRQDEO\ OLNHO\ WR KDYH VHULRXV DGYHUVH KHDOWK
FRQVHTXHQFHV � � ��� DQG )'&$ � ����R�����%���&�� �� 8�6�&� � ���M�R�����%���&� �³1RWKLQJ LQ WKLV
VXEVHFWLRQ VKDOO EH FRQVWUXHG DV OLPLWLQJ WKH DXWKRULW\ RI WKH 6HFUHWDU\ WR � � � �%� UHJXODWH VRIWZDUH
XVHG LQ WKH PDQXIDFWXUH DQG WUDQVIXVLRQ RI EORRG DQG EORRG FRPSRQHQWV WR DVVLVW LQ WKH SUHYHQWLRQ
RI GLVHDVH LQ KXPDQV� RU �&� UHJXODWH VRIWZDUH DV D GHYLFH XQGHU WKLV $FW LI VXFK VRIWZDUH PHHWV WKH
FULWHULD XQGHU VHFWLRQ ����D�����&� >IRU &ODVV ,,, FODVVLILFDWLRQ@´�� %XW WKHVH H[FHSWLRQV DUH RQO\ IRU
FHUWDLQ LQGLYLGXDO VRIWZDUH IXQFWLRQV� )'&$ � ����R����� �� 8�6�&� � ���M�R���� UHJXODWHV SURGXFWV
ZLWK PXOWLSOH IXQFWLRQV WKDW FRQWDLQ DW OHDVW RQH IXQFWLRQ WKDW LV QRW D PHGLFDO GHYLFH DQG RQH WKDW
PHHWV WKH GHILQLWLRQ RI D PHGLFDO GHYLFH� 7KH )'$ LVVXHG JXLGDQFH IRU VXFK SURGXFWV� 6HH 8�6� )22'
	 '58* $'0,1�� 08/7,3/( )81&7,21 '(9,&( 352'8&76� 32/,&< $1' &216,'(5$7,216²
*8,'$1&( )25 ,1'8675< $1' )22'$1''58* $'0,1,675$7,21 67$)) ������� KWWSV���ZZZ�IGD�JRY
�PHGLD��������GRZQORDG�

�� )'&$ � ����R�����%�� �� 8�6�&� � ���M�R�����%�� )RU VRPH RI WKH SUREOHPV RI WKH )'$¶V
UHJXODWRU\ IUDPHZRUN IRU PRELOH KHDOWK WHFKQRORJLHV EHIRUH WKH ��VW &HQWXU\ &XUHV $FW� VHH 1DWKDQ
*� &RUWH] HW DO�� )'$ 5HJXODWLRQ RI 0RELOH +HDOWK 7HFKQRORJLHV� ��� 1(: (1*� -�0('� ��� �������
DQG 1DWKDQ &RUWH]� 7KH0RELOH +HDOWK 5HYROXWLRQ"� �� 8�&� '$9,6 /� 5(9� ���� ������� ZKR DUJXHV
WKDW ZLWKRXW SURSHU RYHUVLJKW� XVHUV ZLOO EH IORRGHG ZLWK PRELOH WHFKQRORJLHV WKDW DUH XQVDIH DQG
LQHIIHFWLYH� $ VLPLODU GLVFXVVLRQ LV DOVR FRQWLQXHG DIWHU WKH ��VW &HQWXU\ &XUHV $FW� 6HH� H�J�� %DELF
HW DO�� VXSUD QRWH ��

��8�6� )22'	'58*$'0,1�� &+$1*(672 (;,67,1* 0(',&$/62)7:$5(32/,&,(6 5(68/7,1*
)520 6(&7,21 ���� 2) 7+( ��67 &(1785< &85(6 $&7²*8,'$1&( )25 ,1'8675< $1' )22' $1'
'58* $'0,1,675$7,21 67$)) ������� KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG�
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����R�����%����
8QGHU WKH *HQHUDO :HOOQHVV *XLGDQFH� ZHOOQHVV SURGXFWV DUH SURGXFWV WKDW

SUHVHQW D ORZ ULVN WR XVHUV¶ DQG RWKHU LQGLYLGXDOV¶ VDIHW\ DQG DUH LQWHQGHG IRU
JHQHUDO ZHOOQHVV XVH RQO\��� 7KH )'$ GHILQHV WZR GLIIHUHQW FDWHJRULHV RI JHQHUDO
ZHOOQHVV LQWHQGHG XVHV�

��� DQ LQWHQGHG XVH WKDW UHODWHV WR PDLQWDLQLQJ RU HQFRXUDJLQJ D
JHQHUDO VWDWH RI KHDOWK RU D KHDOWK\ DFWLYLW\� RU

��� DQ LQWHQGHG XVH WKDW UHODWHV WKH UROH RI KHDOWK\ OLIHVW\OHZLWK
KHOSLQJWR UHGXFHWKH ULVN RU LPSDFWRI FHUWDLQFKURQLFGLVHDVHV
RU FRQGLWLRQV DQG ZKHUH LW LV ZHOO XQGHUVWRRG DQG DFFHSWHG
WKDW KHDOWK\ OLIHVW\OH FKRLFHV PD\ SOD\ DQ LPSRUWDQW UROH LQ
KHDOWK RXWFRPHV IRU WKH GLVHDVH RU FRQGLWLRQ���

7KH )'$ H[SODLQV LQ LWV &XUHV $FW *XLGDQFH WKDW SURGXFWV WKDW DUH LQWHQGHG
³IRU PDLQWDLQLQJ RU HQFRXUDJLQJ D KHDOWK\ OLIHVW\OH´ XQGHU )'&$ VHFWLRQ
����R�����%� PHDQV SURGXFWV WKDW IDOO ZLWKLQ WKH ILUVW FDWHJRU\ RI JHQHUDO ZHOOQHVV
LQWHQGHG XVHV��� 7KXV� )'&$ VHFWLRQ ����R�����%� LV IXOILOOHG LQ FDVHV ZKHUH
VRIWZDUH IXQFWLRQV PDLQWDLQ RU HQFRXUDJH ³D JHQHUDO VWDWH RI KHDOWK RU D KHDOWK\
DFWLYLW\´ �H�J�� SK\VLFDO ILWQHVV� VOHHS PDQDJHPHQW� UHOD[DWLRQ DQG VWUHVV
PDQDJHPHQW� ZHLJKW PDQDJHPHQW� VHOI�HVWHHP� PHQWDO DFXLW\� RU VH[XDO IXQFWLRQ�
DQG DUH ³XQUHODWHG WR WKH GLDJQRVLV� FXUH� PLWLJDWLRQ� SUHYHQWLRQ� RU WUHDWPHQW RI D
GLVHDVH RU FRQGLWLRQ�´�� )RU H[DPSOH� DQ $,�EDVHG PRELOH DSS WKDW SOD\VPXVLF WR
UHOD[ DQG VRRWKH D XVHU DQG WR PDQDJH VWUHVV DQG DQ $,�EDVHG PRELOH DSS WKDW
DFWLYHO\ PRQLWRUV DQG WUHQGV H[HUFLVH DFWLYLW\ DUH FRYHUHG E\ )'&$ VHFWLRQ
����R�����%� DQG WKXV DUH QRW FRQVLGHUHG WR EH PHGLFDO GHYLFHV���

�� ,G� DW �±�� 8�6� )22' 	 '58* $'0,1�� *(1(5$/ :(//1(66� 32/,&< )25 /2: 5,6.
'(9,&(6²*8,'$1&( )25 ,1'8675< $1' )22' $1' '58* $'0,1,675$7,21 67$)) �������
KWWSV���ZZZ�IGD�JRY�PHGLD�������GRZQORDG�

�� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��
�� ,G� DW ��
�� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW �±��
�� ,G� DW �� VHH DOVR 8�6� )22' 	 '58* $'0,1�� VXSUD QRWH ��� DW �±� �H[SODLQLQJ WKH ILUVW

FDWHJRU\ RI JHQHUDO ZHOOQHVV LQWHQGHG XVHV��
�� 6HH 8�6� )22' 	 '58* $'0,1�� VXSUD QRWH ��� DW �±�� 8�6� )22' 	 '58* $'0,1�� VXSUD

QRWH ��� DW �� 7KH )'$ GHILQHV WKH WHUP ³PRELOH DSS´ DV ³D VRIWZDUH DSSOLFDWLRQ WKDW FDQ EH H[HFXWHG
�UXQ� RQ D PRELOH SODWIRUP �L�H�� D KDQGKHOG FRPPHUFLDO RII�WKH�VKHOI FRPSXWLQJ SODWIRUP� ZLWK RU
ZLWKRXW ZLUHOHVV FRQQHFWLYLW\�� RU D ZHE�EDVHG VRIWZDUH DSSOLFDWLRQ WKDW LV WDLORUHG WR D PRELOH
SODWIRUP EXW LV H[HFXWHG RQ D VHUYHU�´ 0RELOH SODWIRUPV DUH ³FRPPHUFLDO RII�WKH�VKHOI �&276�
FRPSXWLQJ SODWIRUPV� ZLWK RU ZLWKRXW ZLUHOHVV FRQQHFWLYLW\� WKDW DUH KDQGKHOG LQ QDWXUH� ([DPSOHV
RI WKHVH PRELOH SODWIRUPV LQFOXGH PRELOH FRPSXWHUV VXFK DV VPDUW SKRQHV� WDEOHW FRPSXWHUV� RU RWKHU
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7KHUH LV D ILQH OLQH EHWZHHQ WKH ILUVW DQG VHFRQG FDWHJRULHV RI JHQHUDOZHOOQHVV
LQWHQGHG XVHV VLQFH ERWK FDWHJRULHV LQYROYH FODLPV DERXW RU UHODWHG WR ³VXVWDLQLQJ
RU RIIHULQJ JHQHUDO LPSURYHPHQW WR IXQFWLRQV DVVRFLDWHG ZLWK D JHQHUDO VWDWH RI
KHDOWK�´�� 7KH GLIIHUHQFH LV WKDW WKH VHFRQG FDWHJRU\ UHIHUHQFHV GLVHDVHV RU
FRQGLWLRQV� ZKLOH WKH ILUVW FDWHJRU\ GRHV QRW���

7KH VHFRQG FDWHJRU\RIJHQHUDOZHOOQHVV FODLPV FRQVLVWV RI WZR VXEFDWHJRULHV�
³LQWHQGHG XVHV WR SURPRWH� WUDFN� DQG�RU HQFRXUDJH FKRLFH�V�� ZKLFK� DV SDUW RI D
KHDOWK\ OLIHVW\OH�PD\ KHOS WR UHGXFH WKH ULVN RI´ RU ³PD\ KHOS OLYLQJ ZHOO ZLWK
FHUWDLQ FKURQLF GLVHDVHV RU FRQGLWLRQV � � � �´�� 7KH FODLPV VKRXOG EH JHQHUDOO\
DFFHSWHG²L�H�� WKH DVVRFLDWLRQV DUH GHVFULEHGLQ RIILFLDO VWDWHPHQWVPDGH E\KHDOWK
FDUH SURIHVVLRQDO RUJDQL]DWLRQV� VXFK DV WKH $PHULFDQ +HDUW $VVRFLDWLRQ�
$PHULFDQ 0HGLFDO $VVRFLDWLRQ� DQG $PHULFDQ &ROOHJH RI 5KHXPDWRORJ\� RU LQ
SHHU�UHYLHZHG VFLHQWLILF SXEOLFDWLRQV���

,Q FRQWUDVW WR SURGXFWV WKDW IDOO ZLWKLQ WKH ILUVW FDWHJRU\ RI JHQHUDO ZHOOQHVV
LQWHQGHG XVHV� SURGXFWV WKDW IDOO ZLWKLQ WKH VHFRQG FDWHJRU\ GR QRW PHHW WKH
UHTXLUHPHQWV XQGHU )'&$ VHFWLRQ ����R�����%� VLQFH WKH\ UHODWH WR WKH SUHYHQWLRQ
RU PLWLJDWLRQ RI D GLVHDVH RU FRQGLWLRQ DQG DUH WKXV PHGLFDO GHYLFHV XQGHU )'&$
VHFWLRQ ����K������� $Q H[DPSOH LV D KHDOWK $,�0/�EDVHG 6D0' WKDW IDFLOLWDWHV
PDNLQJKHDOWK\OLIHVW\OH FKRLFHV VXFK DV HDWLQJD EDODQFHGGLHW WKDWPD\ KHOSOLYLQJ
ZHOO ZLWK WKH FKURQLF GLVHDVH W\SH � GLDEHWHV��� &RQVHTXHQWO\�PDQXIDFWXUHUV QHHG
WR WKLQN FDUHIXOO\ DERXW WKH LQWHQGHGXVH�V� RI WKHLU KHDOWK$,�EDVHGSURGXFW� DV WKLV
GHWHUPLQHVZKHWKHU WKH SURGXFW LV FODVVLILHG DV D PHGLFDO GHYLFH� 7KH LQWHQGHG XVH
PD\ EH VKRZQ� IRU H[DPSOH� E\ DGYHUWLVLQJ PDWHULDOV� ODEHOLQJ FODLPV� RU
PDQXIDFWXUHUV¶ RU WKHLU UHSUHVHQWDWLYHV¶ ZULWWHQ RU RUDO VWDWHPHQWV���

�� &OLQLFDO 'HFLVLRQ 6XSSRUW 6RIWZDUH

8QGHU )'&$ VHFWLRQ ����R�����(�� FHUWDLQ FOLQLFDO GHFLVLRQ VXSSRUW �&'6�
VRIWZDUH IXQFWLRQV DUH H[FOXGHG IURP WKH PHGLFDO GHYLFH GHILQLWLRQ LQ )'&$
VHFWLRQ ����K����� )'&$ VHFWLRQ ����R�����(� UHDGV�

7KH WHUP GHYLFH� DV GHILQHG LQ VHFWLRQ ����K�� VKDOO QRW LQFOXGH D

SRUWDEOH FRPSXWHUV�´ VHH8�6� )22'	'58*$'0,1�� 32/,&<)25'(9,&(62)7:$5()81&7,216 $1'
02%,/( 0(',&$/ $33/,&$7,216� *8,'$1&( )25 ,1'8675< $1' )22' $1' '58* $'0,1,675$7,21
67$)) �� �� ������� KWWSV���ZZZ�IGD�JRY�PHGLD�������GRZQORDG�

�� 8�6� )22' 	'58* $'0,1� VXSUD QRWH ��� DW �±��
�� ,G�
�� ,G� DW � �HPSKDVLV LQ RULJLQDO��
�� ,G� DW ��
�� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW �±��
�� 6HH 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��
�� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��
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VRIWZDUH IXQFWLRQ WKDW LV LQWHQGHG²

� � � �

�(� XQOHVV WKH IXQFWLRQ LV LQWHQGHG WR DFTXLUH� SURFHVV� RU
DQDO\]H D PHGLFDO LPDJH RU D VLJQDO IURP DQ LQ YLWUR GLDJQRVWLF
GHYLFH RU D SDWWHUQ RU VLJQDO IURPD VLJQDO DFTXLVLWLRQ V\VWHP� IRU
WKH SXUSRVH RI >FULWHULRQ ���@²

�L� GLVSOD\LQJ� DQDO\]LQJ� RU SULQWLQJ PHGLFDO
LQIRUPDWLRQ DERXW D SDWLHQW RU RWKHU PHGLFDO LQIRUPDWLRQ
�VXFK DV SHHU�UHYLHZHG FOLQLFDO VWXGLHV DQG FOLQLFDO
SUDFWLFH JXLGHOLQHV� >FULWHULRQ ���@�

�LL� VXSSRUWLQJ RU SURYLGLQJ UHFRPPHQGDWLRQV WR
D KHDOWK FDUH SURIHVVLRQDO DERXW SUHYHQWLRQ� GLDJQRVLV� RU
WUHDWPHQW RI D GLVHDVH RU FRQGLWLRQ >FULWHULRQ ���@� DQG

�LLL� HQDEOLQJ VXFK KHDOWK FDUH SURIHVVLRQDO WR
LQGHSHQGHQWO\UHYLHZ WKH EDVLV IRU VXFKUHFRPPHQGDWLRQV
WKDW VXFK VRIWZDUH SUHVHQWV VR WKDW LW LV QRW WKH LQWHQW WKDW
VXFK KHDOWK FDUH SURIHVVLRQDO UHO\ SULPDULO\RQ DQ\ RI VXFK
UHFRPPHQGDWLRQV WR PDNH D FOLQLFDO GLDJQRVLV RU
WUHDWPHQW GHFLVLRQ UHJDUGLQJ DQ LQGLYLGXDO SDWLHQW
>FULWHULRQ ���@���

7KH )'$ LVVXHG D GUDIW JXLGDQFH LQ 6HSWHPEHU ���� WKDW LQWHQGV WR GHVFULEH
WKH DJHQF\¶V DSSURDFK WR &'6 VRIWZDUH IXQFWLRQV �&'6 GUDIW JXLGDQFH���� $
VRIWZDUH IXQFWLRQ LV &'6 XQGHU WKLV JXLGDQFH LI WKH IROORZLQJ FULWHULD DUHPHW�

x 1RW LQWHQGHG WR DFTXLUH� SURFHVV� RU DQDO\]H >FULWHULRQ ���@�

x ,QWHQGHG IRU WKH SXUSRVH RI GLVSOD\LQJ� DQDO\]LQJ� RU SULQWLQJ
PHGLFDO LQIRUPDWLRQ >FULWHULRQ ���@� DQG

x ,QWHQGHG IRU WKH SXUSRVH RI VXSSRUWLQJ RU SURYLGLQJ
UHFRPPHQGDWLRQV >SDUW RI FULWHULRQ ���@���

�� )'&$ � ����R�����(�� �� 8�6�&� ���M�R�����(��
�� 8�6� )22' 	'58* $'0,1�� &/,1,&$/ '(&,6,21 683325762)7:$5(�'5$)7 *8,'$1&( )25

,1'8675< $1' )22' $1' '58* $'0,1,675$7,21 67$)) � ������� KWWSV���ZZZ�IGD�JRY�PHGLD
��������GRZQORDG�

�� ,G� DW � �DOWHUDWLRQV LQ RULJLQDO�� VHH LQIUD )LJXUH ��



<$/( -2851$/ 2) +($/7+ 32/,&<� /$:� $1' (7+,&6 ���� ������

���

&'6 FDQ EH 'HYLFH &'6 RU 1RQ�'HYLFH&'6� 'HYLFH &'6 IDLOV WR PHHW SDUW
RI FULWHULRQ ��� �³WR D KHDOWK FDUH SURIHVVLRQDO� DQG�RU DOO RU SDUW RI FULWHULRQ ���
�³HQDEOLQJVXFKKHDOWK FDUHSURIHVVLRQDO WR LQGHSHQGHQWO\ UHYLHZ WKH EDVLV IRU VXFK
UHFRPPHQGDWLRQV´� DQGWKXV LV DPHGLFDOGHYLFH��� 1RQ�'HYLFH&'6PHHWV DOO IRXU
FULWHULD LQ )'&$ VHFWLRQ ����R�����(� DQG WKXV LV QRW D PHGLFDO GHYLFH���

)LJXUH �� 'HYLFH DQG1RQ�'HYLFH &'6

%OXH VKRZV WKH FULWHULD²L�H�� FULWHULRQ ���� FULWHULRQ ���� DQG SDUW RI
FULWHULRQ ���²WKDW VRIWZDUH IXQFWLRQV QHHG WRPHHW WR EH FODVVLILHGDV&'6�2UDQJH
VKRZV WKH FULWHULD²L�H�� SDUW RI FULWHULRQ ��� DQG FULWHULRQ ���²WKDW &'6 QHHG WR
DGGLWLRQDOO\ IXOILOO WR EH FRQVLGHUHG 1RQ�'HYLFH &'6� *UHHQ VKRZV 'HYLFH
&'6²L�H�� WKH\ PHHW DOO FULWHULD LQ WKH EOXH ER[ EXW IDLO WR IXOILOO SDUW RI
FULWHULRQ ��� DQG�RU DOO RU SDUW RI FULWHULRQ ��� LQ WKH RUDQJH ER[�

7KH )'$ GHVFULEHV LQ LWV &'6 GUDIW JXLGDQFH� DPRQJ RWKHU WKLQJV� LWV FXUUHQW
LQWHUSUHWDWLRQ UHJDUGLQJ FULWHULRQ ���� ,Q SDUWLFXODU� WKH DJHQF\ DVNV PDQXIDFWXUHUV
RI 1RQ�'HYLFH&'6 WR GHVFULEH²LQ SODLQ ODQJXDJH²WKHLU VRIWZDUH IXQFWLRQV DV
IROORZV�

�� 7KH SXUSRVH RU LQWHQGHG XVH RI WKH VRIWZDUH IXQFWLRQ�

�� 6HH 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW �±��
�� ,G�� VHH LQIUD )LJXUH ��
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�� 7KH LQWHQGHG XVHU �H�J�� XOWUDVRXQG WHFKQLFLDQV� YDVFXODU
VXUJHRQV��

�� 7KH LQSXWV XVHG WR JHQHUDWH WKH UHFRPPHQGDWLRQ �H�J�� SDWLHQW
DJH DQG VH[�� DQG

�� 7KH EDVLV IRU UHQGHULQJ D UHFRPPHQGDWLRQ���

7R GHVFULEH WKH EDVLV IRU D UHFRPPHQGDWLRQ� LUUHVSHFWLYH RI ZKHWKHU RU QRW WKH
VRIWZDUH LV SURSULHWDU\ DQG RI WKH FRPSOH[LW\ RI WKH VRIWZDUH� WKH )'$ FODULILHV
WKDW VRIWZDUH GHYHORSHUV ³VKRXOG GHVFULEH WKH XQGHUO\LQJ GDWD XVHG WR GHYHORS WKH
DOJRULWKP DQG VKRXOG LQFOXGH SODLQ ODQJXDJH GHVFULSWLRQV RI WKH ORJLF RU UDWLRQDOH
XVHG E\ DQ DOJRULWKPWR UHQGHU D UHFRPPHQGDWLRQ�´�� 7KH DJHQF\ DOVRH[SODLQV WKDW
WKH VRXUFHV XQGHUO\LQJ WKH EDVLV RI WKH UHFRPPHQGDWLRQ RU WKH VRXUFHV VXSSRUWLQJ
WKH UHFRPPHQGDWLRQ VKRXOG EH LGHQWLILHG� DYDLODEOH WR� DQG XQGHUVWDQGDEOH E\ WKH
LQWHQGHG KHDOWK FDUH SURIHVVLRQDO XVHU��� ([DPSOHV RI LGHQWLILHG DQG DYDLODEOH
VRXUFHV LQFOXGH SXEOLVKHG OLWHUDWXUH� FOLQLFDO SUDFWLFH JXLGHOLQHV ZLWK WKH YHUVLRQ
RU GDWH� RU LQIRUPDWLRQ WKH &'6 GHYHORSHU KDV SURYLGHG WR WKH LQWHQGHG KHDOWK FDUH
SURIHVVLRQDO XVHU��� 8QGHUVWDQGDEOH VRXUFHV LQFOXGH GDWD SRLQWV� IRU H[DPSOH� WKH
PHDQLQJ RI ZKLFK LV ZHOO XQGHUVWRRG E\ WKH LQWHQGHG KHDOWK FDUH SURIHVVLRQDO
XVHU��� +RZHYHU� FULWHULRQ ��� LV QRW IXOILOOHG LQ FDVHV ZKHUH WKH PHDQLQJ RI WKH
LQIRUPDWLRQ RQ ZKLFK WKH UHFRPPHQGDWLRQ LV EDVHG FDQQRW ³EH H[SHFWHG WR EH
LQGHSHQGHQWO\ XQGHUVWRRG E\ WKH LQWHQGHG � � � XVHU�´�� )RU H[DPSOH� LI WKH LQSXWV
XVHG WR JHQHUDWH WKH UHFRPPHQGDWLRQ ZHUH QRW LGHQWLILHG� D KHDOWK FDUH
SURIHVVLRQDO ZRXOG EH XQDEOH ³WR LQGHSHQGHQWO\ UHYLHZ WKH EDVLV IRU VXFK
UHFRPPHQGDWLRQ WKDW VXFK VRIWZDUH SUHVHQWV´ DQG WKXVZRXOG EH UHO\LQJ SULPDULO\
XSRQ LW���

�� 7KH 3UREOHP RI +HDOWK $,�%DVHG 3URGXFWV

7KH )'$¶V &'6 GUDIW JXLGDQFH LQGLFDWHV WKDW $,�EDVHG &'6 DUH QRW D SULRUL
'HYLFH &'6 DQG FDQ EH FRQVLGHUHG1RQ�'HYLFH&'6 DV ORQJ DV WKH\ DUH LQWHQGHG
IRU ³D KHDOWK FDUH SURIHVVLRQDO´ �FULWHULRQ ���� DQG IRU WKH SXUSRVH RI ³HQDEOLQJ
VXFK KHDOWK FDUH SURIHVVLRQDO WR LQGHSHQGHQWO\ UHYLHZ WKH EDVLV IRU VXFK
UHFRPPHQGDWLRQ WKDW VXFK VRIWZDUH SUHVHQWV VR WKDW LW LV QRW WKH LQWHQW WKDW VXFK

�� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ���
�� ,G�
�� ,G�
�� ,G�
�� ,G�
�� ,G�
�� ,G�
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KHDOWK FDUH SURIHVVLRQDO UHO\ SULPDULO\ RQ DQ\ RI VXFK UHFRPPHQGDWLRQV WR PDNH D
FOLQLFDO GLDJQRVLV RU WUHDWPHQW GHFLVLRQ UHJDUGLQJ DQ LQGLYLGXDO SDWLHQẂ
�FULWHULRQ ����� 7ZR LVVXHV VKRXOG EH KLJKOLJKWHG KHUH� )LUVW� WKH WHUP ³KHDOWK FDUH
SURIHVVLRQDO´ LV LPSRUWDQW WR GLVWLQJXLVK EHWZHHQ 'HYLFH &'6 DQG 1RQ�'HYLFH
&'6� 7KH )'$ GRHV QRW GHILQH WKLV WHUP LQ LWV &'6 GUDIW JXLGDQFH� EXW DW OHDVW
FODULILHV WKDW &'6 LQWHQGHG IRU WKH SXUSRVH RI VXSSRUWLQJ RU SURYLGLQJ
UHFRPPHQGDWLRQV WR SDWLHQWV RU FDUHJLYHUV DUH 'HYLFH&'6 �DQG WKXV WKDW SDWLHQWV
DQG FDUHJLYHUV DUH QRW KHDOWK FDUH SURIHVVLRQDOV���� 6HFRQG� WKH )'$¶V FXUUHQW
WKLQNLQJ VXJJHVWV WKDW KHDOWK FDUH SURIHVVLRQDOV ZLOO OLNHO\ EH XQDEOH ³WR
LQGHSHQGHQWO\ UHYLHZ WKH EDVLV IRU VXFK UHFRPPHQGDWLRQ´ LQ FDVHV ZKHUH WKH $,
V\VWHPV UHO\ RQ DOJRULWKPV WKDW DUH ³EODFN ER[HV�́ �� ,W ZLOO EH FKDOOHQJLQJ� RU HYHQ
LPSRVVLEOH� IRU VRIWZDUH GHYHORSHUV RI EODFN�ER[$,�0/PRGHOV� W\SLFDOO\ WKRVH
WKDW DUH ODEHOHG DV ³GHHS OHDUQLQJ�´�� WR GHVFULEH WKH EDVLV IRU UHQGHULQJ D
UHFRPPHQGDWLRQ� VXFK DV WKH ORJLF DQG UDWLRQDOH XVHG E\ WKH DOJRULWKPV�
0DQXIDFWXUHUV WKDW NHHS WKHLU PRGHOV RSDTXH GXH WR LQWHOOHFWXDO SURSHUW\ UHDVRQV
PD\ DOVR KHVLWDWH WR GHVFULEH WKH XQGHUO\LQJ GDWD XVHG WR GHYHORS WKH DOJRULWKPV�
7KXV� $,�0/ DOJRULWKPV� IRU ZKLFK WKH LQSXWV DQG ORJLF DUH QRW H[SODLQHG� DUH
'HYLFH &'6���

%XW LV FULWHULRQ ��� �³LQGHSHQGHQWO\ UHYLHZ WKH EDVLV´� FRQYLQFLQJ HQRXJK WR
GUDZ WKH OLQH EHWZHHQ 'HYLFH&'6 DQG 1RQ�'HYLFH &'6" 7KH )'$ XVHV D ULVN�
EDVHG DSSURDFK WR LWV UHJXODWLRQ RI 'HYLFH &'6 E\ DSSO\LQJ WKH ,0'5)
IUDPHZRUN IRU ULVN FDWHJRUL]DWLRQ RI 6D0'����

)LJXUH �� 6D0' 5LVN &DWHJRULHV 'HYHORSHG E\ WKH ,0'5)���

�� ,G� DW ���
�� )RU D GHILQLWLRQ RI ³EODFN ER[HV�´ VHH VXSUD 3DUW ,� )RUPRUH LQIRUPDWLRQ RQ EODFN�ER[ $,�0/

PRGHOV� VHH LQIUD 3DUW ,9�
�� ,G�
�� 6HH 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��� ���
��� ,G� DW �� VHH LQIUD )LJXUH ��
��� ,17¶/ 0('�'(9,&( 5(*8/6� )�� ³62)7:$5( $6 $ 0(',&$/ '(9,&(´� 3266,%/( )5$0(:25.
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'HYLFH &'6 LQIRUP FOLQLFDO PDQDJHPHQW� 7KH )'$ LQWHQGV WR IRFXV LWV
UHJXODWRU\ RYHUVLJKW RQ WKRVH'HYLFH &'6 WKDW IDOO ZLWKLQ WKH WZR UHG ER[HV� 7KH
DJHQF\ GRHV QRW FXUUHQWO\ LQWHQG WR HQIRUFH DSSOLFDEOH PHGLFDO GHYLFH
UHTXLUHPHQWV IRU VRPH'HYLFH&'6 WKDW IDOO ZLWKLQ WKH RUDQJH ER[�

7KH ,0'5) IUDPHZRUN LQ )LJXUH � DERYH H[SODLQV WZR IDFWRUV WKDW DUH
HVVHQWLDO IRU WKH ULVN FDWHJRUL]DWLRQ RI 6D0'� ZKLFK DUH ��� VLJQLILFDQFH RI WKH
LQIRUPDWLRQ SURYLGHG E\ WKH 6D0' WR WKH KHDOWK FDUH GHFLVLRQ DQG ��� VWDWH RI WKH
KHDOWK FDUH VLWXDWLRQRU FRQGLWLRQ� 7KH ILUVW IDFWRU LV GLYLGHG LQWR WKUHH FDWHJRULHV²
L�H�� WUHDWRU GLDJQRVH� GULYH FOLQLFDOPDQDJHPHQW�DQG LQIRUPFOLQLFDOPDQDJHPHQW�
7KH VHFRQG IDFWRU LV DOVR GLYLGHG LQWR WKUHH FDWHJRULHV²L�H�� FULWLFDO� VHULRXV� DQG
QRQ�VHULRXV���� 7KHUH DUH IRXU ULVN OHYHOV� OHYHO , �ORZHVW ULVN� WR OHYHO ,9 �KLJKHVW
ULVN��

7KH ULJKW FROXPQ LQ )LJXUH � LV UHOHYDQW IRU 'HYLFH &'6� 7KH ,0'5)
LQWHUSUHWV WKH FDWHJRU\ LQIRUP FOLQLFDO PDQDJHPHQW DV IROORZV�

,QIRUPLQJ FOLQLFDO PDQDJHPHQW LQIHUV WKDW WKH LQIRUPDWLRQ
SURYLGHG E\ WKH 6D0'ZLOO QRW WULJJHU DQ LPPHGLDWH RU QHDU WHUP
DFWLRQ�

x 7R LQIRUP RI RSWLRQV IRU WUHDWLQJ� GLDJQRVLQJ� SUHYHQWLQJ�
RU PLWLJDWLQJ D GLVHDVH RU FRQGLWLRQ�

x 7R SURYLGH FOLQLFDO LQIRUPDWLRQ E\ DJJUHJDWLQJ UHOHYDQW
LQIRUPDWLRQ �H�J�� GLVHDVH� FRQGLWLRQ� GUXJV� PHGLFDO
GHYLFHV� SRSXODWLRQ� HWF������

7KXV� 'HYLFH &'6 H[FOXVLYHO\ IDOO ZLWKLQ WKLV FDWHJRU\ DQG ³LQIRUP FOLQLFDO
PDQDJHPHQW´ VLQFH WKH\ DUH LQWHQGHG IRU WKH SXUSRVH RI ³VXSSRUWLQJ RU SURYLGLQJ
UHFRPPHQGDWLRQV � � � DERXW SUHYHQWLRQ� GLDJQRVLV� RU WUHDWPHQW RI D GLVHDVH RU
FRQGLWLRQ � � � �´��� 'HYLFH&'6LQWHQGHGWR SURYLGH LQIRUPDWLRQ� VXFK DV GLDJQRVWLF
RU WUHDWPHQW RSWLRQV RU DJJUHJDWLQJ UHOHYDQW FOLQLFDO LQIRUPDWLRQ� PD\ VXSSRUW

)25 5,6. &$7(*25,=$7,21 $1' &255(6321',1* &216,'(5$7,216� VXSUD QRWH ��� DW �� �)LJXUH �
KDV EHHQ VOLJKWO\ PRGLILHG IURP LWV RULJLQDO IRUP��

��� )RUPRUH LQIRUPDWLRQ RQ WKH ,0'5)¶V LQWHUSUHWDWLRQ RI WKHVH WHUPV� VHH ,17¶/ 0('�'(9,&(
5(*8/6� )�� ³62)7:$5( $6 $ 0(',&$/ '(9,&(´� 3266,%/( )5$0(:25. )25 5,6. &$7(*25,=$7,21
$1' &255(6321',1* &216,'(5$7,216� VXSUD QRWH ��� DW ��±���

��� ,G� DW ���
��� )'&$ � ����R�����(��LL�� �� 8�6�&� � ���M�R�����(��LL�� 'HYLFH &'6 GR QRW ³GULYH FOLQLFDO

PDQDJHPHQW´ RU ³WUHDW RU GLDJQRVH�´ VHH VXSUD )LJXUH � FROXPQV WZR DQG WKUHH� VLQFH ERWK FDWHJRULHV
UHIHU WR 6D0' WKDW JR EH\RQG ³VXSSRUWLQJ RU SURYLGLQJ UHFRPPHQGDWLRQV�´ VHH 8�6� )22' 	'58*
$'0,1�� VXSUD QRWH ��� DW ���
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UHFRPPHQGDWLRQV WR KHDOWK FDUH SURIHVVLRQDOV� FDUHJLYHUV� RU SDWLHQWV���� 7KH\
SURYLGH LQIRUPDWLRQ WKDW ZLOO QRW WULJJHU D QHDU WHUP RU LPPHGLDWH DFWLRQ²XQOLNH
6D0' WKDW GLDJQRVH� VFUHHQ� RU GHWHFW D GLVHDVH RU FRQGLWLRQ����

7KH )'$ LQWHQGV WR IRFXV LWV UHJXODWRU\ RYHUVLJKW RQ WKRVH 'HYLFH &'6 WKDW
LQIRUP FOLQLFDO PDQDJHPHQW IRU ³FULWLFDO´ RU ³VHULRXV´ KHDOWK FDUH VLWXDWLRQV RU
FRQGLWLRQV� VKRZQ LQ WKH UHG ER[HV LQ )LJXUH � DERYH���� 7KH DJHQF\ GRHV QRW
FXUUHQWO\ LQWHQG WR HQIRUFH DSSOLFDEOH PHGLFDO GHYLFH UHTXLUHPHQWV RI WKH )'&$
IRU VRPH 'HYLFH &'6 WKDW LQIRUP FOLQLFDO PDQDJHPHQW IRU ³QRQ�VHULRXV´ KHDOWK
FDUH VLWXDWLRQV RU FRQGLWLRQV� UHSUHVHQWHG E\ WKH RUDQJH ER[ LQ )LJXUH �����

7KH ,0'5) IUDPHZRUN IRU ULVN FDWHJRUL]DWLRQ��� LV GHYHORSHG IRU6D0' EXW
FRXOG DOVR HDVLO\ EH DSSOLHG WR SURGXFWV WKDW DUH QRW FRQVLGHUHG WR EH PHGLFDO
GHYLFHV� 7KXV� FULWHULRQ ��� RI )'&$ VHFWLRQ ����R�����(� �³LQGHSHQGHQWO\ UHYLHZ
WKH EDVLV´� ZRXOG RQO\ EH FRQYLQFLQJ WR GUDZ WKH OLQH EHWZHHQ 'HYLFH&'6 DQG
1RQ�'HYLFH &'6 LI LW HQVXUHG WKDW DW OHDVW DOO ULVN OHYHO , DQG OHYHO ,, SURGXFWV WKDW
LQIRUP FOLQLFDO PDQDJHPHQW IRU ³FULWLFDO´ RU ³VHULRXV´ KHDOWK FDUH VLWXDWLRQV RU
FRQGLWLRQV �FRPSDUH WKH UHG ER[HV LQ )LJXUH �� ZHUH FODVVLILHG DVPHGLFDO GHYLFHV
XQGHU WKH )'&$ DQG ZHUH WKXV VXEMHFW WR )'$ UHJXODWLRQ� +RZHYHU�
XQIRUWXQDWHO\� WKLV LV QRW WKH FDVH� ,W LV HDV\ WR LPDJLQH $,�EDVHG &'6 WKDW� XQGHU
FXUUHQW ODZ� DUH FRQVLGHUHG1RQ�'HYLFH &'6 EXW LQIRUP FOLQLFDO PDQDJHPHQW IRU
³FULWLFDO´ RU ³VHULRXV´ KHDOWK FDUH VLWXDWLRQV RU FRQGLWLRQV DQG WKXV FRXOG SRVH D
ULVN WR WKH VDIHW\ RI SDWLHQWV LI WKH\ZHUH QRW WR IXQFWLRQ DV LQWHQGHG�

$V DQ H[DPSOH� FRQVLGHU :DWVRQ IRU 2QFRORJ\ GHYHORSHG E\ ,%0���� :DWVRQ
IRU2QFRORJ\ LV&'6WKDWDVVHVVHV LQIRUPDWLRQIURPD SDWLHQW¶VPHGLFDO UHFRUGDQG
XVHV $, DOJRULWKPV WR SURYLGH SK\VLFLDQV ZLWK LQGLYLGXDOL]HG FDQFHU WUHDWPHQW
UHFRPPHQGDWLRQV���� :DWVRQ GLG QRW XQGHUJR )'$ UHYLHZ VLQFH LW LV FRQVLGHUHG
1RQ�'HYLFH &'6 WKDW LV LQWHQGHG IRU KHDOWK FDUH SURIHVVLRQDOV ZKR DUH DEOH WR
³LQGHSHQGHQWO\ UHYLHZ WKH EDVLV´ IRU LWV UHFRPPHQGDWLRQV���� +RZHYHU� WKH

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW �� ��±���
��� ,G� DW ���
��� ,G� DW ���
��� 6HH LQIUD 6HFWLRQ ,,�&�
��� 6HH VXSUD )LJXUH ��
��� ,%0 KDV UHFHQWO\ VROG PDLQ SDUWV RI LWV :DWVRQ +HDOWK EXVLQHVV WR )UDQFLVFR 3DUWQHUV� 6HH

&DVH\ 5RVV� 7KH 6DOH RI :DWVRQ +HDOWK $VVHWV (QGV D 'DUN &KDSWHU IRU ,%0� )RU ,WV %X\HU� WKH
2SSRUWXQLW\ /RRNV %ULJKWHU� 67$7 �-DQ� ��� ������ KWWSV���ZZZ�VWDWQHZV�FRP������������LEP�
ZDWVRQ�KHDOWK�IUDQFLVFR�SDUWQHUV�

��� 6HH *HUNH HW DO�� VXSUD QRWH �� DW ���� ,%0 :DWVRQ IRU 2QFRORJ\� ,%0 ������� KWWSV���ZZZ
�LEP�FRP�SURGXFWV�FOLQLFDO�GHFLVLRQ�VXSSRUW�RQFRORJ\�

��� -DFTXHOLQH 0XOU\QH HW DO�� :KDW¶V WKH 'HDO :LWK :DWVRQ" $UWLILFLDO ,QWHOOLJHQFH 6\VWHPV
DQG0HGLFDO 6RIWZDUH 5HJXODWLRQ LQ WKH 8�6� DQG (8� 021'$4 �)HE� ��� ������ KWWSV���ZZZ�PRQGDT
�FRP�XQLWHGVWDWHV�KHDOWKFDUH��������ZKDW��V�WKH�GHDO�ZLWK�ZDWVRQ�DUWLILFLDO�LQWHOOLJHQFH�V\VWHPV�
DQG�PHGLFDO�VRIWZDUH�UHJXODWLRQ�LQ�WKH�XV�DQG�HX� 'DYLG '� /X[WRQ� 6KRXOG :DWVRQ %H &RQVXOWHG
IRU D 6HFRQG 2SLQLRQ"� �� $0$ -� (7+,&6 (��� �������



+($/7+$, )25*22'5$7+(57+$1(9,/" 7+(1((' )25$1(:5(*8/$725<
)5$0(:25.)25$,�%$6('0(',&$/'(9,&(6

���

VXSHUFRPSXWHU FDPHXQGHUFULWLFLVP LQ ����EHFDXVH RI D 67$7UHSRUW WKDW DOOHJHG
LW UHFRPPHQGHG ³XQVDIH DQG LQFRUUHFW´ FDQFHU WUHDWPHQWV���� 7R ,%0¶V FUHGLW� WKH
HUURQHRXV UHFRPPHQGDWLRQV ZHUH DSSDUHQWO\ FRUUHFWHG E\ WKH FRPSDQ\ EHIRUH WKH
UHOHDVH RI WKH SURGXFWDQGLWV XVH RQ UHDOSDWLHQWV���� 1HYHUWKHOHVV�LQ OLJKWRI SDWLHQW
VDIHW\� RQH ZRXOG OLNH WR VHH :DWVRQ DQG VLPLODU SURGXFWV FODVVLILHG DV PHGLFDO
GHYLFHV �L�H�� 'HYLFH&'6� XQGHU WKH )'&$DQG VXEMHFW WR )'$ UHJXODWLRQ VR WKDW
PDQXIDFWXUHUVPXVWSURYLGHUHDVRQDEOHDVVXUDQFHRI WKHLU VDIHW\ DQGHIIHFWLYHQHVV�
67$7 DOVR UHSRUWHG SUHYLRXVO\ WKDW WKH ��VW &HQWXU\ &XUHV $FW ZDV KRSHG WR EH
WKH LPSHWXV IRU WKH )'$ WR IXOO\ UHJXODWH PHGLFDO DGYLVRU\ WRROV OLNH :DWVRQ����
%XW ,%0 UHSRUWHGO\ KDG DQ H[WHQVLYH WHDP RI OREE\LVWV SXVKLQJ KDUG IRU SURSRVDOV
WR YLWLDWH UHJXODWRU\ REVWDFOHV IDFLQJ KHDOWK VRIWZDUH���� 3HUKDSV DV D UHVXOW RI WKLV
OREE\LQJ� WKH ��VW &HQWXU\ &XUHV $FW LQWURGXFHG )'&$ VHFWLRQ ����R� WKDW
H[FOXGHV FHUWDLQ FDWHJRULHV RI VRIWZDUH IXQFWLRQV� LQFOXGLQJ VHYHUDO &'6� IURP WKH
PHGLFDO GHYLFH GHILQLWLRQ����

,I RQH DSSOLHG WKH 6D0' ULVN FDWHJRULHV HVWDEOLVKHG LQ WKH ,0'5)
IUDPHZRUN��� WR :DWVRQ IRU 2QFRORJ\� WKH $,�EDVHG SURGXFW ZRXOG SUREDEO\ EH
FODVVLILHG DV D ULVN OHYHO ,, SURGXFW� :DWVRQ LQIRUPV FOLQLFDO PDQDJHPHQW E\
SURYLGLQJ FDQFHU WUHDWPHQW UHFRPPHQGDWLRQV WR SK\VLFLDQV� DQG WKH VWDWH RI D
FDQFHU SDWLHQW¶V KHDOWK FDUH VLWXDWLRQ RU FRQGLWLRQ ZRXOG EH FULWLFDO VLQFH DFFXUDWH
DQG WLPHO\ GLDJQRVLV DQG WUHDWPHQW DFWLRQ ZRXOG EH YLWDO WR DYRLG GHDWK���� 7KXV�
:DWVRQ DQG VLPLODU SURGXFWV DUH H[DFWO\WKH NLQGV RISURGXFWV WKDW WKH )'$XVXDOO\
LQWHQGV WR IRFXV LWV UHJXODWRU\ RYHUVLJKW RQ� +RZHYHU� VXFK SURGXFWV FXUUHQWO\ VOLS
RII RI WKH DJHQF\¶V UDGDU GXH WR WKH IDFW WKDW WKH\ IXOILOO DOO IRXU FULWHULD RI )'&$

��� &DVH\ 5RVV 	 ,NH 6ZHWOLW]� ,%0¶V :DWVRQ 6XSHUFRPSXWHU 5HFRPPHQGHG ³8QVDIH DQG
,QFRUUHFW´ &DQFHU 7UHDWPHQWV� ,QWHUQDO 'RFXPHQWV 6KRZ� 67$7 �-XO\ ��� ������ KWWSV���ZZZ
�VWDWQHZV�FRP������������LEP�ZDWVRQ�UHFRPPHQGHG�XQVDIH�LQFRUUHFW�WUHDWPHQWV�

��� 6HH -R &DYDOOR� &RQIURQWLQJ WKH &ULWLFLVPV )DFLQJ :DWVRQ IRU 2QFRORJ\� $6&23267 �6HSW�
��� ������ KWWSV���ZZZ�DVFRSRVW�FRP�LVVXHV�VHSWHPEHU���������FRQIURQWLQJ�WKH�FULWLFLVPV�IDFLQJ�
ZDWVRQ�IRU�RQFRORJ\� 5RVV 	 6ZHWOLW]� VXSUD QRWH ����

���&DVH\ 5RVV 	,NH 6ZHWOLW]� ,%0 WR&RQJUHVV�:DWVRQ:LOO 7UDQVIRUP +HDOWK &DUH� 6R .HHS
<RXU +DQGV RII 2XU 6XSHUFRPSXWHU� 67$7 �2FW� �� ������ KWWSV���ZZZ�VWDWQHZV�FRP�����������
�LEP�ZDWVRQ�UHJXODWLRQ�IGD�FRQJUHVV� VHH DOVR *HUNH HW DO�� VXSUD QRWH �� DW ��� �GLVFXVVLQJ WKH
:DWVRQ VFDQGDO��

��� 6HH VRXUFHV FLWHG VXSUD QRWH ����
��� ��VW &HQWXU\ &XUHV $FW� 3XE� /� 1R� ���±���� � �����D�� ��� 6WDW� ���� ������ �FRGLILHG DW

�� 8�6�&� � ���M�� VHH *HUNH HW DO�� VXSUD QRWH �� DW ���� 5RVV 	 6ZHWOLW]� VXSUD QRWH ��� �³7KH
FRPSDQ\¶V ILQJHUSULQWV DUH DOO RYHU OHJLVODWLRQ SDVVHG ODVW \HDU WKDW H[HPSWHG VHYHUDO W\SHV RI KHDOWK
VRIWZDUH IURP )'$ MXULVGLFWLRQ� $ IRUPHU ,%0 H[HFXWLYH KHOSHG GUDIW WKH EOXHSULQW IRU WKH ODZ�´��

��� 6HH VXSUD )LJXUH ��
��� &ULWLFDO VLWXDWLRQV RU FRQGLWLRQV DUH ³VLWXDWLRQV RU FRQGLWLRQV ZKHUH DFFXUDWH DQG�RU WLPHO\

GLDJQRVLV RU WUHDWPHQW DFWLRQ LV YLWDO WR DYRLG GHDWK� ORQJ�WHUP GLVDELOLW\ RU RWKHU VHULRXV GHWHULRUDWLRQ
RI KHDOWK RI DQ LQGLYLGXDO SDWLHQW RU WR PLWLJDWLQJ LPSDFW WR SXEOLF KHDOWK�´ 6HH ,17¶/ 0('�'(9,&(
5(*8/6� )�� ³62)7:$5( $6 $ 0(',&$/ '(9,&(´� 3266,%/( )5$0(:25. )25 5,6. &$7(*25,=$7,21
$1' &255(6321',1* &216,'(5$7,216� VXSUD QRWH ��� DW ���
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VHFWLRQ ����R�����(� DQG DUH WKXV FODVVLILHG DV 1RQ�'HYLFH &'6���� &RQVHTXHQWO\�
XQGHU WKLV DQDO\VLV�FULWHULRQ ��� VHHPVLQVXIILFLHQW WR GUDZ WKHOLQH EHWZHHQ'HYLFH
&'6 DQG 1RQ�'HYLFH &'6�

$QRWKHU SUREOHPLV$,�EDVHGSUHGLFWLRQ�SURJQRVLVPRGHOV WKDW DUH LQWHQGHGWR
DLG KHDOWK FDUH SURIHVVLRQDOV LQ WKHLU GHFLVLRQ�PDNLQJ� $UH VXFK PRGHOV &'6"
,PDJLQH� IRU LQVWDQFH�DQ$,�EDVHGPRGHO WKDW OHYHUDJHV GDWDIURPHOHFWURQLF KHDOWK
UHFRUGV²ZLWKRXW DQDO\]LQJPHGLFDO LPDJHV²IRU SUHGLFWLQJ WKH GHYHORSPHQW RI
KRVSLWDO�DFTXLUHG SUHVVXUH LQMXULHV DPRQJ VXUJLFDO FULWLFDO FDUH SDWLHQWV���� %DVHG
RQ LWV SUHGLFWLRQ� WKH $,�EDVHG PRGHO SURYLGHV UHFRPPHQGDWLRQV WR FOLQLFLDQV DV
WR ZKLFK SDWLHQW VKRXOG EH DVVLJQHG D VSHFLDOW\ EHG²ZKLFK FDQQRW EH JLYHQ WR DOO
SDWLHQWV IRU FRVW UHDVRQV���²DQG ZKLFK SDWLHQW VKRXOG UHFHLYH LQ�GHSWK VNLQ
DVVHVVPHQWV�

,Q WKLV H[DPSOH� LW VHHPV UHODWLYHO\ VWUDLJKWIRUZDUG WR GHWHUPLQH WKH DQVZHU WR
WKH TXHVWLRQ RI ZKHWKHU WKH VRIWZDUH LV &'6� &ULWHULRQ ��� RI )'&$ VHFWLRQ
����R�����(� LV IXOILOOHG VLQFH WKH $,�EDVHG SUHGLFWLRQ WRRO LV QRW ³LQWHQGHG WR � � �
DQDO\]H D PHGLFDO LPDJH´ IRU SUHGLFWLQJ WKH GHYHORSPHQW RI SUHVVXUH LQMXULHV����
&ULWHULRQ ��� LV DOVR IXOILOOHGVLQFH WKHWRRO LV LQWHQGHGIRU WKH SXUSRVH RI ³DQDO\]LQJ
� � � PHGLFDO LQIRUPDWLRQ DERXW D SDWLHQW � � � �´��� 7KH$,�EDVHG SUHGLFWLRQ PRGHO LV
DOVR LQWHQGHG WR SURYLGH UHFRPPHQGDWLRQV WR FOLQLFLDQV DV WR ZKLFK SDWLHQW VKRXOG
EH DVVLJQHG D VSHFLDOW\ EHG WR SUHYHQW WKH GHYHORSPHQW RI KRVSLWDO�DFTXLUHG
SUHVVXUH LQMXULHV DQG ZKLFK SDWLHQW VKRXOG UHFHLYH LQ�GHSWK VNLQ DVVHVVPHQWV WR
GHWHFW VXFK LQMXULHV HDUO\ DQG WUHDW WKHPDWD UHYHUVLEOHVWDJH���� +HQFH� FULWHULRQ ���
LV DOVR PHW VLQFH WKH WRRO LV LQWHQGHG IRU WKH SXUSRVH RI ³VXSSRUWLQJ RU SURYLGLQJ
UHFRPPHQGDWLRQV WR D KHDOWK FDUH SURIHVVLRQDO DERXW SUHYHQWLRQ� GLDJQRVLV� RU
WUHDWPHQW´ RI D KRVSLWDO�DFTXLUHG SUHVVXUH LQMXU\���� &RQVHTXHQWO\� WKLV $,�EDVHG
SUHGLFWLRQ WRRO LV FRQVLGHUHG &'6� 8QGHU FXUUHQW ODZ� LW ZRXOG EH FODVVLILHG DV
'HYLFH &'6 RQO\ LI WKH KHDOWK FDUH SURIHVVLRQDO FRXOG QRW ³LQGHSHQGHQWO\ UHYLHZ
WKH EDVLV IRU´ LWV UHFRPPHQGDWLRQV����

1RZ FRQVLGHU DQ $,�EDVHGPRGHO WKDW OHYHUDJHV GDWD IURPHOHFWURQLF KHDOWK
UHFRUGV²ZLWKRXW DQDO\]LQJPHGLFDO LPDJHV²IRUSUHGLFWLQJ VL[�PRQWK PRUWDOLW\

��� 7KH )'&$ KDV D IHZ UHJXODWRU\ VDIHJXDUGV LQ SODFH� 6HH� H�J�� )'&$ � ����R����� ����%��
�&�� �� 8�6�&� � ���M�R����� ����%���&�� +RZHYHU� VXFK H[FHSWLRQV DUH OLPLWHG WR SDUWLFXODU VRIWZDUH
IXQFWLRQV RQO\�

��� 6HH� H�J�� -HQQ\ $OGHUGHQ HW DO�� 3UHGLFWLQJ 3UHVVXUH ,QMXU\ LQ &ULWLFDO &DUH 3DWLHQWV� $
0DFKLQH�/HDUQLQJ 0RGHO� �� $0� -� &5,7,&$/ &$5( ��� �������

��� 6HH LG� DW ����
��� )'&$ � ����R�����(�� �� 8�6�&� � ���M�R�����(��
��� )'&$ � ����R�����(��L�� �� 8�6�&� � ���M�R�����(��L��
��� 6HH $OGHUGHQ HW DO�� VXSUD QRWH ���� DW ����
��� )'&$ � ����R�����(��LL�� �� 8�6�&� � ���M�R�����(��LL��
��� )'&$ � ����R�����(��LLL�� �� 8�6�&� � ���M�R�����(��LLL�� VHH VXSUD )LJXUH ��
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DPRQJ FDQFHU SDWLHQWV���� ,V WKLV PRGHO &'6 XQGHU )'&$ VHFWLRQ ����R�����(�"
&ULWHULD ��� DQG ��� DUH IXOILOOHG VLQFH WKH SUHGLFWLRQ PRGHO LV QRW ³LQWHQGHG WR � � �
DQDO\]H DPHGLFDO LPDJH´ IRU SUHGLFWLQJPRUWDOLW\�EXW LW LV LQWHQGHGIRU WKH SXUSRVH
RI ³DQDO\]LQJ � � � PHGLFDO LQIRUPDWLRQ DERXW D SDWLHQW�´��� +RZHYHU� LV WKLV
VRIWZDUH DOVR LQWHQGHG IRU WKH SXUSRVH RI ³VXSSRUWLQJ RU SURYLGLQJ
UHFRPPHQGDWLRQV � � � DERXW SUHYHQWLRQ� GLDJQRVLV� RU WUHDWPHQW RI D GLVHDVH RU
FRQGLWLRQ � � � >"@´���

7KLV TXHVWLRQ LV PXFK PRUH GLIILFXOW WR DQVZHU� 7KH DOJRULWKP SUHGLFWV
ZKHWKHU D FDQFHU SDWLHQW LV DW KLJK RU ORZ ULVN RI G\LQJZLWKLQ WKH QH[W VL[ PRQWKV�
7KH SDWLHQW KDV DOUHDG\ GHYHORSHG FDQFHU� DQG WKXV WKH VRIWZDUH LV QRW LQWHQGHG IRU
WKH SXUSRVH RI VXSSRUWLQJ RU SURYLGLQJ UHFRPPHQGDWLRQV DERXW SUHYHQWLRQ RI
FDQFHU�

7KH $,�EDVHG PRGHO LV DOVR QRW LQWHQGHG IRU WKH SXUSRVH RI VXSSRUWLQJ RU
SURYLGLQJ UHFRPPHQGDWLRQV DERXW GLDJQRVLV RI D GLVHDVH RU FRQGLWLRQ VLQFH FDQFHU
KDV DOUHDG\ EHHQ GLDJQRVHG LQ WKH SDWLHQW� ,QVWHDG� WKH PRGHO SUHGLFWV WKDW WKH
SDWLHQW FRXOG GLH ZLWKLQ WKH QH[W VL[ PRQWKV� 'HDWKPD\ EH WKH FRQVHTXHQFH RI D
GLVHDVH RU FRQGLWLRQ RU VHYHUDO GLVHDVHV RU FRQGLWLRQV EXW LV QRW D GLVHDVH RU
FRQGLWLRQ LWVHOI�

)XUWKHU� RQH PD\ DUJXH WKDW WKH RXWSXW RI WKH $,�EDVHG PRGHO PD\ LQLWLDWH D
FRQYHUVDWLRQ EHWZHHQ WKH SK\VLFLDQ DQG WKH SDWLHQW DERXW FDQFHU WUHDWPHQW� DQG
WKXV WKH VRIWZDUH LV DW OHDVW LQGLUHFWO\ LQWHQGHG IRU WKH SXUSRVH RI VXSSRUWLQJ RU
SURYLGLQJUHFRPPHQGDWLRQVDERXW WUHDWPHQWRI D GLVHDVH�+RZHYHU� RQHPD\ DUJXH
DV ZHOO²SUREDEO\ PXFK PRUH FRQYLQFLQJO\²WKDW WKH $,�EDVHG PRGHO¶V
SUHGLFWLRQ LV LQWHQGHG WR LQLWLDWH HDUO\ HQG�RI�OLIH GLVFXVVLRQV EHWZHHQ SK\VLFLDQV
DQG FDQFHU SDWLHQWV DW KLJK ULVN RI G\LQJZLWKLQ WKH QH[W VL[PRQWKV� ,I RQH DFFHSWV
WKH ODWWHU DUJXPHQW� WKHQ WKH VRIWZDUHZRXOG QRW EH LQWHQGHG IRU WKH SXUSRVH RI
VXSSRUWLQJ RU SURYLGLQJ UHFRPPHQGDWLRQV DERXW WUHDWPHQW RI D GLVHDVH RU
FRQGLWLRQ EXW UDWKHU WKH RSSRVLWH²L�H�� WR VWRS WUHDWPHQW� FXW FRVWV� DQG VWDUW
SDOOLDWLYH FDUH�&RQVHTXHQWO\� LW LV XQFOHDU ZKHWKHU SDUW RI FULWHULRQ ��� LV IXOILOOHG�
DQG WKXV ZKHWKHU WKH $,�EDVHGPRUWDOLW\ SUHGLFWLRQPRGHO LV &'6�

,I RQH DVVXPHV WKDW VXFK D PRGHO LV LQWHQGHG IRU WKH SXUSRVH RI ³VXSSRUWLQJ RU
SURYLGLQJ UHFRPPHQGDWLRQV WR D KHDOWK FDUH SURIHVVLRQDO DERXW SUHYHQWLRQ�
GLDJQRVLV� RU WUHDWPHQW RI D GLVHDVH RU FRQGLWLRQ´ DQG WKXV WKDW LW LV &'6� WKHQ WKH
FODVVLILFDWLRQ RI D 'HYLFH RU 1RQ�'HYLFH &'6 GHSHQGV RQ ZKHWKHU WKH PRGHO LV
LQWHQGHG WR HQDEOH D ³KHDOWK FDUH SURIHVVLRQDO WR LQGHSHQGHQWO\ UHYLHZ WKH EDVLV

��� 6HH� H�J�� 5DYL %� 3DULNK HW DO�� 0DFKLQH /HDUQLQJ $SSURDFKHV WR 3UHGLFW ��0RQWK 0RUWDOLW\
$PRQJ 3DWLHQWV :LWK &DQFHU� � -$0$1(7:25. 23(1 H������� �������

��� )'&$ � ����R�����(��L�� �� 8�6�&� � ���M�R�����(��L��
��� )'&$ � ����R�����(��LL�� �� 8�6�&� � ���M�R�����(��LL��
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IRU´ LWV UHFRPPHQGDWLRQV����
+RZHYHU� LI RQH DVVXPHV WKDW WKH PRGHO LV QRW LQWHQGHG IRU WKH SXUSRVH RI

³VXSSRUWLQJ RU SURYLGLQJ UHFRPPHQGDWLRQV WR D KHDOWK FDUH SURIHVVLRQDO DERXW
SUHYHQWLRQ� GLDJQRVLV� RU WUHDWPHQW RI D GLVHDVH RU FRQGLWLRQ�´��� WKHQ WKH PRGHO
PD\ DOUHDG\ QRW EH FRQVLGHUHG D PHGLFDO GHYLFH XQGHU )'&$ VHFWLRQ ����K�����
7KH VRIWZDUH LV QRW ³LQWHQGHG IRU XVH LQ WKH GLDJQRVLV RI GLVHDVH RU RWKHU
FRQGLWLRQV� RU LQ WKH � � � WUHDWPHQW� RU SUHYHQWLRQ RI GLVHDVH � � � �´��� 7KH VRIWZDUH
LV WKHQ DOVR QRW LQWHQGHG IRU XVH LQ WKH ³FXUH´ RI FDQFHU� EXW UDWKHU IRU LGHQWLI\LQJ
SDWLHQWV DW KLJK ULVN RI G\LQJZLWKLQ WKH QH[W VL[ PRQWKV DQG WKXV IRU HQDEOLQJ DQ
HDUO\ HQG�RI�OLIH GLVFXVVLRQ EHWZHHQ WKH SK\VLFLDQ DQG WKDW SDWLHQW�2QH PD\ DUJXH
WKDW WKH PRGHO LV DW OHDVW LQGLUHFWO\ LQWHQGHG IRU XVH LQ WKH ³PLWLJDWLRQ´ RI GLVHDVH
VLQFH LW PD\ FRQWULEXWH WR WKH VWDUW RI SDOOLDWLYH FDUH DQG WKXV PD\ VXSSRUW D
SDWLHQW¶V G\LQJZLWKRXWSDLQ�$FRQYLQFLQJFRXQWHUDUJXPHQWPD\EH WKDW WKHPRGHO
RQO\ LQGLUHFWO\ PLWLJDWHV WKH V\PSWRPV RI FDQFHU �L�H�� WKH SDLQ� EXW QRW WKH GLVHDVH
LWVHOI� $V D UHVXOW� LW LV KLJKO\ XQFOHDU ZKHWKHU PRUWDOLW\ SUHGLFWLRQ PRGHOV DUH
PHGLFDO GHYLFHV XQGHU FXUUHQW ODZ� DQG WKXV ZKHWKHU VRIWZDUH GHYHORSHUV QHHG WR
FRPSO\ ZLWK GHYLFH UHTXLUHPHQWV RI WKH )'&$�

�� $PHQGLQJ 3URSRVDOV

, KDYH DUJXHG DERYH��� WKDW FULWHULRQ ��� RI )'&$ VHFWLRQ ����R�����(���� LV
QRW FRQYLQFLQJ WR GUDZ WKH OLQH EHWZHHQ 'HYLFH &'6 DQG 1RQ�'HYLFH &'6
EHFDXVH LW GRHV QRW HQVXUH WKDW DW OHDVW DOO ULVN OHYHO , DQG OHYHO ,, SURGXFWV WKDW
LQIRUP FOLQLFDO PDQDJHPHQW IRU ³FULWLFDO´ RU ³VHULRXV´ KHDOWK FDUH VLWXDWLRQV RU
FRQGLWLRQV DUH FODVVLILHG DV PHGLFDO GHYLFHV XQGHU WKH )'&$ DQG DUH VXEMHFW WR
)'$ UHJXODWLRQ� ,W LV HDV\ WR LPDJLQH $,�EDVHG &'6 WKDW DUH FRQVLGHUHG 1RQ�
'HYLFH &'6� DOWKRXJK WKH\ LQIRUP FOLQLFDO PDQDJHPHQW IRU ³FULWLFDO´ RU ³VHULRXV´
KHDOWK FDUH VLWXDWLRQV RU FRQGLWLRQV���� 6XFK1RQ�'HYLFH&'6 FRXOG SRVH D ULVN WR
WKH VDIHW\ RI SDWLHQWV LI WKH\ZHUH QRW WR IXQFWLRQ DV LQWHQGHG� , WKHUHIRUH SURSRVH
WKDW²LUUHVSHFWLYH RI ZKHWKHU&'6 LV LQWHQGHG WR HQDEOH KHDOWK FDUH SURIHVVLRQDOV
³WR LQGHSHQGHQWO\ UHYLHZ WKH EDVLV IRU VXFK UHFRPPHQGDWLRQV WKDW VXFK VRIWZDUH
SUHVHQWV´²DOO &'6 VKRXOG EH FRQVLGHUHG D SULRUL PHGLFDO GHYLFHV XQGHU )'&$
VHFWLRQ ����K����� &RQJUHVV VKRXOG FRQVLGHU DPHQGLQJ WKH )'&$ DFFRUGLQJO\ E\
GHOHWLQJ )'&$ VHFWLRQ ����R�����(�����

7KLV SURSRVDO ZRXOG SURPRWH SDWLHQW VDIHW\ VLQFH LW ZRXOG HQVXUH WKDW DOO ULVN

��� )'&$ � ����R�����(��LL���LLL�� �� 8�6�&� � ���M�R�����(��LL���LLL��
��� )'&$ � ����R�����(��LL�� �� 8�6�&� � ���M�R�����(��LL��
��� )'&$ � ����K�����%�� �� 8�6�&� � ����K�����%��
��� 6HH VXSUD 6HFWLRQ ,,�%���
��� 6HH VXSUD )LJXUH ��
��� 6HH VXSUD )LJXUH ��
��� )'&$ � ����R�����(�� �� 8�6�&� � ���M�R�����(��



+($/7+$, )25*22'5$7+(57+$1(9,/" 7+(1((' )25$1(:5(*8/$725<
)5$0(:25.)25$,�%$6('0(',&$/'(9,&(6

���

OHYHO , DQG OHYHO ,, SURGXFWV WKDW LQIRUP FOLQLFDO PDQDJHPHQW IRU ³FULWLFDÓ RU
³VHULRXV´ KHDOWK FDUH VLWXDWLRQV RU FRQGLWLRQV ZRXOG EH FODVVLILHG DV PHGLFDO
GHYLFHV XQGHU )'&$ VHFWLRQ ����K���� DQG WKXV ZRXOG EH VXEMHFW WR )'$
UHJXODWLRQ� ,W ZRXOG DOVR HUDGLFDWH WKH FXUUHQW UHJXODWRU\ JUD\ ]RQH RI ZKHWKHU D
SDUWLFXODU &'6 LV RU LV QRW D PHGLFDO GHYLFH� &ULWHULRQ ��� LV WRR YDJXH WR GUDZ WKH
OLQH EHWZHHQ 'HYLFH &'6 DQG 1RQ�'HYLFH &'6� $, FRPSDQLHV DUH WU\LQJ YHU\
KDUG QRW WR IDOO XQGHU WKH PHGLFDO GHYLFH GHILQLWLRQ� DUJXLQJ WKDW WKHLU &'6 LV
LQWHQGHG IRU KHDOWK FDUH SURIHVVLRQDOV ZKR DUH DEOH WR ³LQGHSHQGHQWO\ UHYLHZ WKH
EDVLV´ IRU LWV UHFRPPHQGDWLRQV���� $ SURSHU SUHPDUNHW UHYLHZ FDQ DOVR EH VHHQ DV
D VDIHJXDUG DJDLQVW ³DXWRPDWLRQ ELDV�´ 6WXGLHV RI KXPDQ�FRPSXWHU LQWHUDFWLRQ
GHPRQVWUDWH WKDW SHRSOH WHQG WR WUXVW WKH PDFKLQH� HYHQ LI WKH\ KDYH D UHDVRQ WR
TXHVWLRQ LW���� 7KLV LV HVSHFLDOO\ D GDQJHU LQ PHGLFLQH DV SK\VLFLDQV DUH YHU\
EXV\���� 6R LV LW WKH SK\VLFLDQZKR LV FXUUHQWO\ WKH FDSWDLQ RI WKH VKLS� RU LV LW WKH
&'6 WKDW LV DFWXDOO\ VWHHULQJ WKH VKLS" )XUWKHUPRUH� WKH SURSRVDO WR FODVVLI\ DOO
&'6 DV PHGLFDO GHYLFHV ZRXOG VLPSOLI\ WKH FXUUHQW UHJXODWRU\ ODQGVFDSH DQG
IDFLOLWDWH PRUH WUDQVSDUHQF\� )LQDOO\� WKH )'$ FRXOG FRQWLQXH WR IRFXV LWV
UHJXODWRU\ RYHUVLJKW RQ WKRVH 'HYLFH &'6 WKDW LQIRUP FOLQLFDO PDQDJHPHQW IRU
³FULWLFDO´ RU ³VHULRXV´ KHDOWK FDUH VLWXDWLRQV RU FRQGLWLRQV DQG H[HUFLVH LWV
HQIRUFHPHQW GLVFUHWLRQ IRU VRPH'HYLFH&'6 WKDW LQIRUP FOLQLFDO PDQDJHPHQW IRU
³QRQ�VHULRXV´ KHDOWK FDUH VLWXDWLRQV RU FRQGLWLRQV����

)RU H[DPSOH� IROORZLQJ WKLV SURSRVDO� WKH $,�EDVHG&'6 WKDW OHYHUDJHV GDWD
IURP HOHFWURQLF KHDOWK UHFRUGV IRU SUHGLFWLQJ WKH GHYHORSPHQW RI KRVSLWDO�DFTXLUHG
SUHVVXUH LQMXULHV DPRQJ VXUJLFDO FULWLFDO FDUH SDWLHQWV ZRXOG EH FODVVLILHG DV D
PHGLFDO GHYLFH� LUUHVSHFWLYH RI ZKHWKHU WKH &'6 LV LQWHQGHG WR HQDEOH WKH KHDOWK
FDUH SURIHVVLRQDO ³WR LQGHSHQGHQWO\ UHYLHZ WKH EDVLV IRU´ LWV UHFRPPHQGDWLRQV����
,W ZRXOG EH OLNHO\ FDWHJRUL]HG DV D ULVN OHYHO , 6D0' VLQFH LW LQIRUPV FOLQLFDO
PDQDJHPHQW IRU D ³VHULRXV´ KHDOWK FDUH VLWXDWLRQ RU FRQGLWLRQ���� ,I SDWLHQWV¶
KRVSLWDO�DFTXLUHG SUHVVXUH LQMXULHV DUH QRW GHWHFWHG DQG WUHDWHG HDUO\� WKH\ FDQ

��� (YDQV 	 2VVRULR� VXSUD QRWH ��� DW ���� ��� �DUJXLQJ FRUUHFWO\ WKDW VWDWHPHQWV RI LQWHQG E\
PDQXIDFWXUHUV RU WKHLU UHSUHVHQWDWLYHV WHQG WR EH GLVSRVLWLYH�� VHH DOVR &RUWH]� VXSUD QRWH ��� DW ��
�DUJXLQJ WKDW WKH OLQH EHWZHHQ 'HYLFH &'6 DQG 1RQ�'HYLFH &'6 UHPDLQV PXUN\� DV LW KDV IRU
GHFDGHV��

��� &RUWH]� VXSUD QRWH ��� DW ��� $ UHFHQW )'$ UHSRUW DOVR VD\V� ³0HGLFDO LQIRUPDWLFV H[SHUWV
H[SUHVVHG FRQFHUQ WKDW SURYLGHUV PD\ UHO\ WRR KHDYLO\ RQ &'6 VRIWZDUH WR GHWHUPLQH DSSURSULDWH
WUHDWPHQWV�´ 8�6� )22' 	 '58* $'0,1�� 5(3257 21 5,6.6 $1' %(1(),76 72 +($/7+ 2) 121�
'(9,&( 62)7:$5( )81&7,216 ������� KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG�

��� ,G�
��� 6HH VXSUD )LJXUH � �RUDQJH ER[�� VHH DOVR LQIUD 6HFWLRQ ,,�& �GLVFXVVLQJ WKH )'$¶V
HQIRUFHPHQW GLVFUHWLRQ��
��� )RU WKLV SDUWLFXODU H[DPSOH� VHH VXSUD 6HFWLRQ ,,�%���
��� 6HH VXSUD )LJXUH ��
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EHFRPH LUUHYHUVLEOH DQGPD\ UHTXLUH FRVWO\ LQWHUYHQWLRQV �H�J�� VNLQ ELRSVLHV�����
,Q DGGLWLRQ� WKH XQFHUWDLQW\ RI ZKHWKHU $,�EDVHG PRUWDOLW\ SUHGLFWLRQPRGHOV

DUH PHGLFDO GHYLFHV XQGHU FXUUHQW ODZ PXVW EH DGGUHVVHG LPPHGLDWHO\ VLQFHPRUH
DQG PRUH KRVSLWDOV DUH XVLQJ WKHP���� 6XFKPRGHOV DUH OLNHO\ ULVN OHYHO ,, SURGXFWV
VLQFH WKH\ LQIRUP FOLQLFDO PDQDJHPHQW IRU ³FULWLFDO´ KHDOWK FDUH VLWXDWLRQV RU
FRQGLWLRQV²L�H�� WKH UHVSHFWLYH GLVHDVH� VXFK DV FDQFHU� RU FRQGLWLRQ LV OLNHO\ OLIH�
WKUHDWHQLQJDQGWLPHO\ DQGDFFXUDWHGLDJQRVLV DQGWUHDWPHQWDFWLRQ LV YLWDO WR DYRLG
GHDWK RU RWKHU VHULRXV GHWHULRUDWLRQ RI D SDWLHQW¶V KHDOWK���� 7KXV� $,�EDVHG
PRUWDOLW\ SUHGLFWLRQPRGHOV PD\ SRVH D ULVN WR WKH VDIHW\ RI SDWLHQWV LI WKH\ ZHUH
QRW WR IXQFWLRQ DV LQWHQGHG� )RU H[DPSOH� D PRGHO FRXOG OHDG WR WKH FHVVDWLRQ RI D
SDWLHQW¶V WUHDWPHQW LI LW LQFRUUHFWO\SUHGLFWV WKH SDWLHQW¶VHDUO\ GHDWK�&RQVHTXHQWO\�
$,�EDVHG PRUWDOLW\ SUHGLFWLRQ PRGHOV VKRXOG EH FOHDUO\ FODVVLILHG DV PHGLFDO
GHYLFHV XQGHU )'&$ VHFWLRQ ����K���� DQG VXEMHFW WR )'$ UHJXODWLRQ�

$V D UHVXOW� LQ DGGLWLRQ WR GHOHWLQJ )'&$ VHFWLRQ ����R�����(� LQ WKH IRUPRI
DQ DPHQGPHQW� &RQJUHVV FRXOG DPHQG )'&$ VHFWLRQ ����K�����%���� DV IROORZV�

LQWHQGHG IRU XVH LQ WKH GLDJQRVLV RI GLVHDVH RU RWKHU FRQGLWLRQV� RU
LQ WKH SUHGLFWLRQ RU SURJQRVLV RI GLVHDVH RU RWKHU FRQGLWLRQV RU
PRUWDOLW\� RU LQ WKH FXUH� PLWLJDWLRQ� WUHDWPHQW� RU SUHYHQWLRQ RI
GLVHDVH� LQ PDQ RU RWKHU DQLPDOV� RU

7KLV EURDG GHILQLWLRQZRXOG HQVXUH WKDWQRWRQO\$,�EDVHGPRUWDOLW\SUHGLFWLRQ
PRGHOV EXW DOVR RWKHU PRGHOV WKDW DUH LQWHQGHG IRU XVH LQ WKH SUHGLFWLRQ RU
SURJQRVLV RI GLVHDVH RU RWKHU FRQGLWLRQV ZRXOG EH FOHDUO\ FRYHUHG E\ WKH PHGLFDO
GHYLFH GHILQLWLRQ� 7KLV SURSRVDO ZRXOG SURPRWH SDWLHQW VDIHW\ DQG ZRXOG DOVR
HQDEOH WKH )'$ WR FRQWLQXH IRFXVLQJ LWV UHJXODWRU\ RYHUVLJKW RQ WKRVH
SUHGLFWLRQ�SURJQRVLV GHYLFHV WKDW PD\ SRVH D PRGHUDWH WR KLJK ULVN WR SDWLHQWV DQG
H[HUFLVH HQIRUFHPHQW GLVFUHWLRQ RYHU WKRVH WKDW DUH ORZ ULVN���� $ FOHDU PHGLFDO
GHYLFH GHILQLWLRQ ZRXOG DOVR KHOS FODULI\ WKH RXWHU ERXQGDULHV RI WKH DUHQD ZLWKLQ

��� 6HULRXV VLWXDWLRQV RU FRQGLWLRQV DUH ³VLWXDWLRQV RU FRQGLWLRQV ZKHUH DFFXUDWH GLDJQRVLV RU
WUHDWPHQW LV RI YLWDO LPSRUWDQFH WR DYRLG XQQHFHVVDU\ LQWHUYHQWLRQV �H�J�� ELRSV\� RU WLPHO\
LQWHUYHQWLRQV DUH LPSRUWDQW WRPLWLJDWH ORQJ WHUP LUUHYHUVLEOH FRQVHTXHQFHV RQ DQ LQGLYLGXDO SDWLHQW¶V
KHDOWK FRQGLWLRQ RU SXEOLF KHDOWK�´ ,17¶/ 0('�'(9,&( 5(*8/6� )�� VXSUD QRWH ��� DW ��� ���

��� 6HH� H�J�� 5HEHFFD 5REELQV� $Q ([SHULPHQW LQ (QG�2I�/LIH &DUH� 7DSSLQJ $,¶V &ROG
&DOFXOXV WR 1XGJH WKH 0RVW +XPDQ RI &RQYHUVDWLRQV� 67$7 �-XO\ �� ������ KWWSV���ZZZ�VWDWQHZV
�FRP������������HQG�RI�OLIH�DUWLILFLDO�LQWHOOLJHQFH�

��� &ULWLFDO VLWXDWLRQV RU FRQGLWLRQV DUH ³VLWXDWLRQV RU FRQGLWLRQV ZKHUH DFFXUDWH DQG�RU WLPHO\
GLDJQRVLV RU WUHDWPHQW DFWLRQ LV YLWDO WR DYRLG GHDWK� ORQJ�WHUP GLVDELOLW\ RU RWKHU VHULRXV GHWHULRUDWLRQ
RI KHDOWK RI DQ LQGLYLGXDO SDWLHQW RU WR PLWLJDWLQJ LPSDFW WR SXEOLF KHDOWK�´ ,17¶/ 0('� '(9,&(
5(*8/6� )�� VXSUD QRWH ��� DW ���

��� )'&$ � ����K�����%�� �� 8�6�&� � ����K�����%��
��� )RU IXUWKHU GLVFXVVLRQ� VHH LQIUD 6HFWLRQ ,,�&�
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ZKLFK WKH )'$ RSHUDWHV����
)LQDOO\� &RQJUHVV FRXOG DPHQG )'&$ VHFWLRQ ����R�����%���� DFFRUGLQJO\ WR

UHIOHFW WKH SUHYLRXV FKDQJH� 7KH QHZ YHUVLRQ FRXOG UHDG�

IRU PDLQWDLQLQJ RU HQFRXUDJLQJ D KHDOWK\ OLIHVW\OH DQG LV XQUHODWHG
WR WKH GLDJQRVLV� FXUH� PLWLJDWLRQ� SUHYHQWLRQ� RU WUHDWPHQW RI D
GLVHDVH RU FRQGLWLRQ RU WR WKH SUHGLFWLRQ RU SURJQRVLV RI D GLVHDVH
RU FRQGLWLRQ RU PRUWDOLW\�

&� (QIRUFHPHQW 'LVFUHWLRQ

�� 7KH )'$¶V &XUUHQW $SSURDFK

7KH )'$ FXUUHQWO\ LQWHQGV WR H[HUFLVH HQIRUFHPHQW GLVFUHWLRQ RYHU PDQ\
KHDOWK $,�EDVHG SURGXFWV� 7KH DJHQF\ IROORZV D ULVN�EDVHG DSSURDFK DQG DLPV WR
IRFXV LWV UHJXODWRU\ RYHUVLJKW H[FOXVLYHO\ RQ WKRVH GHYLFH VRIWZDUH IXQFWLRQV
ZKRVH IXQFWLRQDOLW\ PLJKW SRVH D ULVN WR WKH VDIHW\ RI SDWLHQWV LI WKH\ ZHUH QRW WR
IXQFWLRQ DV LQWHQGHG���� 7KH )'$ GRHV QRW DW SUHVHQW LQWHQG WR HQIRUFH FRPSOLDQFH
ZLWK WKH UHJXODWRU\ UHTXLUHPHQWV RI WKH )'&$ IRU VRIWZDUH IXQFWLRQV WKDW DUH ORZ
ULVN DQG DUH PHGLFDO GHYLFHV RU PD\ PHHW WKH PHGLFDO GHYLFH GHILQLWLRQ���� )RU
H[DPSOH� WKH )'$ LQWHQGV WR H[HUFLVH HQIRUFHPHQW GLVFUHWLRQ RYHU $,�EDVHG
ZHOOQHVV SURGXFWV WKDW DUH PHGLFDO GHYLFHV²L�H�� ORZ ULVN SURGXFWV WKDW IDOO ZLWKLQ
WKH VHFRQG FDWHJRU\ RI JHQHUDO ZHOOQHVV LQWHQGHG XVHV���� $QRWKHU H[DPSOH LV $,�
EDVHG PRELOH DSSV WKDW PD\PHHW WKHPHGLFDO GHYLFH GHILQLWLRQ EXW SRVH D ORZ ULVN
WR SDWLHQWV� VXFK DV DQ $,�EDVHG PRELOH DSS WKDW XVHV *36 ORFDWLRQ GDWD WR DOHUW
SHRSOH ZLWK DVWKPD RI HQYLURQPHQWDO FRQGLWLRQV WKDW PD\ FDXVH V\PSWRPV����

7KH DJHQF\ DOVR DW WKLV WLPH FRQVLGHUV WZR W\SHV RI 'HYLFH&'6 WKDW LQIRUP
FOLQLFDO PDQDJHPHQW IRU ³QRQ�VHULRXV´ KHDOWK FDUH VLWXDWLRQV RU FRQGLWLRQV��� DV
ORZ ULVN DQG WKXV WKH )'$ GRHV QRW LQWHQG WR HQIRUFH FRPSOLDQFH ZLWK WKH
DSSOLFDEOHPHGLFDO GHYLFH UHTXLUHPHQWV RI WKH )'&$���� 7KH ILUVW W\SH LV 'HYLFH
&'6 WKDW LV LQWHQGHG IRU WKH SXUSRVH RI VXSSRUWLQJ RU SURYLGLQJ UHFRPPHQGDWLRQV
WR D FDUHJLYHU RU D SDWLHQW WR LQIRUP FOLQLFDO PDQDJHPHQW IRU D ³QRQ�VHULRXV´
KHDOWK FDUH VLWXDWLRQ RU FRQGLWLRQ� DV ORQJ DV WKH PHGLFDO GHYLFH LV LQWHQGHG IRU WKH

��� 3(7(5%$5721 +877 (7 $/�� )22' $1' '58* /$: �� ��WK HG� ������
��� )'&$ � ����R�����%�� �� 8�6�&� � ���M�R�����%��
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW �� ���
��� 6HH LG�� DW �� �� ���
��� 6HH 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW �� �� VXSUD 6HFWLRQ ,,�%���
��� 6HH 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW �� ���
��� 6HH VXSUD )LJXUH � �RUDQJH ER[��
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ���
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FDUHJLYHU RU SDWLHQW WR EH DEOH ³WR LQGHSHQGHQWO\ UHYLHZ WKH EDVLV IRU VXFK
UHFRPPHQGDWLRQV WKDW VXFK VRIWZDUH SUHVHQWV � � � �´���

7KH VHFRQG W\SH LV 'HYLFH&'6 WKDW LV LQWHQGHG IRU WKH SXUSRVH RI VXSSRUWLQJ
RU SURYLGLQJ UHFRPPHQGDWLRQV WR D KHDOWK FDUH SURIHVVLRQDO WR LQIRUP FOLQLFDO
PDQDJHPHQW IRU D ³QRQ�VHULRXV´ KHDOWK FDUH VLWXDWLRQ RU FRQGLWLRQ���� 7KLV 'HYLFH
&'6 LV QRW LQWHQGHG WR HQDEOH WKH KHDOWK FDUH SURIHVVLRQDO ³WR LQGHSHQGHQWO\
UHYLHZ WKH EDVLV´ RI LWV UHFRPPHQGDWLRQV� DQG WKXV WKH KHDOWK FDUH SURIHVVLRQDO
UHOLHV SULPDULO\ XSRQ LW����

,Q FRQWUDVW� WKH )'$FXUUHQWO\LQWHQGVWR IRFXVLWV UHJXODWRU\RYHUVLJKWRQ VXFK
'HYLFH &'6 WKDW LV LQWHQGHG IRU D FDUHJLYHU RU SDWLHQW WR LQIRUP FOLQLFDO
PDQDJHPHQW IRU D ³QRQ�VHULRXV´ KHDOWK FDUH VLWXDWLRQ RU FRQGLWLRQ DQG LV QRW
LQWHQGHG IRU WKH FDUHJLYHU RU SDWLHQW WR EH DEOH ³WR LQGHSHQGHQWO\ UHYLHZ WKH EDVLV´
RI LWV UHFRPPHQGDWLRQV���� 7KXV� WKH )'$ FRQVLGHUV ³RSDTXH´ �³EODFN�ER[´�
'HYLFH &'6 WKDW DUH LQWHQGHG IRU WKH SXUSRVH RI VXSSRUWLQJ RU SURYLGLQJ
UHFRPPHQGDWLRQV WR FDUHJLYHUV RU SDWLHQWV WR LQIRUP FOLQLFDO PDQDJHPHQW IRU
³QRQ�VHULRXV´ KHDOWK FDUH VLWXDWLRQV RU FRQGLWLRQV DV ULVNLHU WKDQ VLPLODU 'HYLFH
&'6 WKDW DUH LQWHQGHG IRU KHDOWK FDUH SURIHVVLRQDOV���� 7KLV GLVWLQFWLRQ LV
FRQYLQFLQJ VLQFH KHDOWK FDUH SURIHVVLRQDOV DUH XVXDOO\ FOLQLFDOO\PRUH H[SHULHQFHG
WKDQ SDWLHQWV DQG FDUHJLYHUV DQG WKXV PD\ EHWWHU PDQDJH WKH XVH RI ³RSDTXH´
'HYLFH &'6 DQGZLOO OLNHO\ UHO\ RQ DGGLWLRQDO VRXUFHV WR PDNH D FOLQLFDO GLDJQRVLV
RU WUHDWPHQW GHFLVLRQ�

�� 3URSRVDO IRU D 5HJXODWRU\3ROLF\

,I )'&$ VHFWLRQ ����R�����(� ZHUH GHOHWHG DQG )'&$ VHFWLRQ ����K�����%�
DQG )'&$ VHFWLRQ ����R�����%� ZHUH DPHQGHG E\ &RQJUHVV DV VXJJHVWHG���� WKH
PHGLFDO GHYLFH GHILQLWLRQ ZRXOG FRPSUHKHQVLYHO\ LQFOXGH DOO &'6� $,�EDVHG
PRUWDOLW\ SUHGLFWLRQ PRGHOV� DQG RWKHU PRGHOV WKDW DUH LQWHQGHG IRU XVH LQ WKH
SUHGLFWLRQ RU SURJQRVLV RI GLVHDVH RU RWKHU FRQGLWLRQV� 7KHVH DPHQGLQJ SURSRVDOV
ZRXOG VWLOO HQDEOH WKH )'$ WR H[HUFLVH LWV HQIRUFHPHQW GLVFUHWLRQ RYHU ORZHU ULVN
VRIWZDUH IXQFWLRQV WKDW DUH PHGLFDO GHYLFHV RU PD\ PHHW WKH PHGLFDO GHYLFH
GHILQLWLRQ� )RU H[DPSOH� WKH DJHQF\ FRXOG H[HUFLVH LWV HQIRUFHPHQW GLVFUHWLRQ RYHU
ORZ�ULVN SUHGLFWLRQ�SURJQRVLV GHYLFHV DQG IRFXV LWV UHJXODWRU\ RYHUVLJKW RQ WKRVH
WKDW SRVH D PRGHUDWH WR KLJK ULVN WR SDWLHQWV�

&RQFHUQLQJ'HYLFH &'6� WKH )'$ FRXOG GHFLGH QRW WR HQIRUFH FRPSOLDQFH

��� ,G� &RPSDUH )'&$ � ����R�����(��LL�� �� 8�6�&� � ���M�R�����(��LL� �FULWHULRQ ��� ZLWK
)'&$ � ����R�����(��LLL�� �� 8�6�&� � ���M�R�����(��LLL� �FULWHULRQ ���

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ���
��� ,G� VHH )'&$ � ����R�����(��LLL�� �� 8�6�&� � ���M�R�����(��LLL� �FULWHULRQ ���
��� ,G� DW ���
��� 6HH VXSUD 6HFWLRQ ,,�%���
��� 6HH VXSUD 6HFWLRQ ,,�%���
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ZLWK WKH DSSOLFDEOH PHGLFDO GHYLFH UHTXLUHPHQWV RI WKH )'&$ IRU WZR W\SHV RI
'HYLFH &'6� )LUVW� WKH DJHQF\ FRXOG H[HUFLVH HQIRUFHPHQW GLVFUHWLRQ RYHU WKRVH
'HYLFH &'6 WKDW DUH LQWHQGHG IRU D KHDOWK FDUH SURIHVVLRQDO WR LQIRUP FOLQLFDO
PDQDJHPHQW IRU QRQ�VHULRXV KHDOWK FDUH VLWXDWLRQV RU FRQGLWLRQV²LUUHVSHFWLYH RI
ZKHWKHU VXFK 'HYLFH&'6 DUH LQWHQGHG WR HQDEOH WKH KHDOWK FDUH SURIHVVLRQDO WR
LQGHSHQGHQWO\ UHYLHZ WKH EDVLV RI WKHLU UHFRPPHQGDWLRQV����

6HFRQG� WKH )'$ FRXOG DOVR H[HUFLVH HQIRUFHPHQW GLVFUHWLRQ RYHU WKRVH
'HYLFH &'6 WKDW DUH LQWHQGHG IRU D FDUHJLYHU RU SDWLHQW WR LQIRUP FOLQLFDO
PDQDJHPHQW IRU QRQ�VHULRXV KHDOWK FDUH VLWXDWLRQV RU FRQGLWLRQV DQG DUH LQWHQGHG
WR HQDEOH WKH FDUHJLYHU RU SDWLHQW WR LQGHSHQGHQWO\ UHYLHZ WKH EDVLV RI WKHLU
UHFRPPHQGDWLRQV���� 7KH ULVN RI KDUP LV UHODWLYHO\ ORZ LQ WKLV VFHQDULR EHFDXVH
LQGHSHQGHQW UHYLHZ E\ WKH FDUHJLYHU RU SDWLHQW RI WKH EDVLV RI WKRVH'HYLFH &'6¶
UHFRPPHQGDWLRQVZRXOG OLNHO\ UHYHDO DW OHDVW REYLRXVO\ IODZHG RQHV DW UHODWLYHO\
PLQLPDO FRQVHTXHQFHV RI HUURU�

7KXV� LQ WKLV ZD\� WKH )'$ FRXOG IRFXV LWV UHJXODWRU\ RYHUVLJKW RQ WKRVH
'HYLFH &'6 WKDW LQIRUP FOLQLFDO PDQDJHPHQW IRU FULWLFDO RU VHULRXV KHDOWK FDUH
VLWXDWLRQV RU FRQGLWLRQV� DQG WKRVH 'HYLFH &'6 WKDW DUH LQWHQGHG IRU D FDUHJLYHU RU
SDWLHQW WR LQIRUP FOLQLFDO PDQDJHPHQW IRU QRQ�VHULRXV KHDOWK FDUH VLWXDWLRQV RU
FRQGLWLRQV EXW WKDW DUH QRW LQWHQGHG WR HQDEOH WKH FDUHJLYHU RU SDWLHQW WR
LQGHSHQGHQWO\ UHYLHZ WKH EDVLV RI WKHLU UHFRPPHQGDWLRQV����

��� 6HH LQIUD )LJXUH ��
��� ,G�
��� ,G�
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)LJXUH �� 3URSRVDO IRU D 5HJXODWRU\ 3ROLF\ IRU 'HYLFH&'6

³2YHUVLJKW )RFXV´PHDQV WKDW WKH )'$ ZRXOG IRFXV LWV UHJXODWRU\ RYHUVLJKW
RQ WKRVH 'HYLFH &'6� ³(QIRUFHPHQW 'LVFUHWLRQ´PHDQV WKDW WKH )'$ ZRXOG QRW
LQWHQG WR HQIRUFH FRPSOLDQFH ZLWK WKH DSSOLFDEOH GHYLFH UHTXLUHPHQWV RI WKH
)'&$�

,,,� 6$)(7< $1'())(&7,9(1(66&21&(5162) ����.�&/($5$1&(6

$� ����N� 3UHPDUNHW 1RWLILFDWLRQ DQG2WKHU3UHPDUNHW 3DWKZD\V

0DQXIDFWXUHUV LQWHQGLQJ WR EULQJ DQ $,�EDVHG PHGLFDO GHYLFH RQ WKH PDUNHW
VKRXOG IROORZ IRXU VWHSV�

��� GLVFHUQ WKH FODVVLILFDWLRQ RI WKH PHGLFDO GHYLFH DQG
XQGHUVWDQG WKH DSSOLFDEOH FRQWUROV�

��� FKRRVH DQG SUHSDUH WKH SURSHU SUHPDUNHW VXEPLVVLRQ�

��� VHQG WKH VXEPLVVLRQ WR WKH )'$ DQG LQWHUDFW ZLWK WKH DJHQF\
GXULQJ LWV UHYLHZ� DQG

��� FRPSO\ ZLWK WKH DSSOLFDEOH FRQWUROV����

7KH ILUVW VWHS FRQWDLQV D SUHUHTXLVLWH WKDW PDQXIDFWXUHUV ILQG RXW ZKHWKHU WKHLU
KHDOWK $,�EDVHG SURGXFW LV FRQVLGHUHG WR EH D PHGLFDO GHYLFH XQGHU )'&$VHFWLRQ
����K���� DQG� LI VR� ZKHWKHU WKH )'$ LQWHQGV WR H[HUFLVH HQIRUFHPHQW GLVFUHWLRQ
RYHU WKHLU PHGLFDO GHYLFH���� ,I WKH KHDOWK $,�EDVHG SURGXFW LV D PHGLFDO GHYLFH
XQGHU WKH )'&$ DQG WKH )'$ LQWHQGV WR IRFXV LWV UHJXODWRU\ RYHUVLJKW RQ VXFK D
GHYLFH� PDQXIDFWXUHUV WKHQ QHHG WR ILJXUH RXW KRZ WKH DJHQF\ KDV FODVVLILHG WKHLU
PHGLFDO GHYLFH���� 0HGLFDO GHYLFHV� LQFOXGLQJ GHYLFH VRIWZDUH IXQFWLRQV� DUH
FDWHJRUL]HG LQWR WKUHH FODVVHV EDVHG RQ WKHLU ULVN GHJUHH� &ODVV , �ORZHVW ULVN��
&ODVV ,, �PRGHUDWH ULVN�� DQG &ODVV ,,, �KLJKHVW ULVN����� 7KH FRUUHFW FODVVLILFDWLRQ
RI WKH PHGLFDO GHYLFH LV HVVHQWLDO WR XQGHUVWDQG WKH DSSOLFDEOH FRQWUROV���� ,Q
JHQHUDO� &ODVV , PHGLFDO GHYLFHV DUH VXEMHFW WR JHQHUDO FRQWUROV� &ODVV ,, PHGLFDO

��� 6HH +RZ WR 6WXG\ DQG 0DUNHW <RXU 'HYLFH� 8�6� )22' 	 '58* $'0,1� �2FW� ��� ������
KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�GHYLFH�DGYLFH�FRPSUHKHQVLYH�UHJXODWRU\�DVVLVWDQFH�KRZ�
VWXG\�DQG�PDUNHW�\RXU�GHYLFH�

��� 6HH VXSUD 6HFWLRQ ,,�&�
��� +RZ WR 6WXG\ DQG 0DUNHW <RXU 'HYLFH� VXSUD QRWH ����
��� ,G�� VHH DOVR 8�6� )22' 	 '58* $'0,1�� VXSUD QRWH ��� DW �� �FODULI\LQJ WKDW GHYLFH

VRIWZDUH IXQFWLRQV FDQ EH FDWHJRUL]HG LQWR WKH WKUHH FODVVHV RI PHGLFDO GHYLFHV��
��� +RZ WR 6WXG\ DQG 0DUNHW <RXU 'HYLFH� VXSUD QRWH ����
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GHYLFHV DUH DGGLWLRQDOO\ VXEMHFW WR VSHFLDO FRQWUROV� DQG&ODVV ,,, PHGLFDO GHYLFHV
DUH VXEMHFW WR JHQHUDO FRQWUROV DQG SUHPDUNHW DSSURYDO���� ([DPSOHV RI JHQHUDO
FRQWUROV LQFOXGH ODEHOLQJ UHTXLUHPHQWV���� PHGLFDO GHYLFH UHSRUWLQJ����
HVWDEOLVKPHQW UHJLVWUDWLRQ DQG PHGLFDO GHYLFH OLVWLQJ���� DQG TXDOLW\ V\VWHP
UHJXODWLRQ����

$V D VHFRQG VWHS� PDQXIDFWXUHUV QHHG WR FKRRVH DQG SUHSDUH WKH FRUUHFW
SUHPDUNHW VXEPLVVLRQ� 7KH FODVV RI WKH SDUWLFXODU PHGLFDO GHYLFH GHWHUPLQHV WKH
VXEPLVVLRQ W\SH� 7KHUH DUH IRXU FRPPRQ W\SHV RI SUHPDUNHW VXEPLVVLRQV�

��� ����N� SUHPDUNHW QRWLILFDWLRQ�

��� 3UHPDUNHW $SSURYDO �30$��

��� 'H 1RYR FODVVLILFDWLRQ UHTXHVW� DQG

��� +XPDQLWDULDQ'HYLFH ([HPSWLRQ �+'(�����

&ODVV , DQG &ODVV ,, PHGLFDO GHYLFHV� IRU ZKLFK D 30$ LV QRW UHTXLUHG� UHTXLUH
D ����N� XQOHVV WKH\ DUH H[HPSW���� 6SRQVRUV PXVW GHPRQVWUDWH LQ D ����N� WKDW
WKHLU PHGLFDO GHYLFH LV ³VXEVWDQWLDOO\ HTXLYDOHQW´ WR D OHJDOO\ PDUNHWHG GHYLFH
�SUHGLFDWH GHYLFH� WKDW LV QRW VXEMHFW WR 30$���� 7KH WHUP ³VXEVWDQWLDOO\
HTXLYDOHQW´ RU ³VXEVWDQWLDO HTXLYDOHQFH´ LV GHILQHG LQ )'&$ VHFWLRQ ����L�����$�
DV IROORZV�

WKH WHUP ³VXEVWDQWLDOO\ HTXLYDOHQW´ RU ³VXEVWDQWLDO HTXLYDOHQFH´
PHDQV� ZLWK UHVSHFW WR D GHYLFH EHLQJ FRPSDUHG WR D SUHGLFDWH
GHYLFH� WKDW WKH GHYLFH KDV WKH VDPH LQWHQGHG XVH DV WKH SUHGLFDWH
GHYLFH DQG WKDW WKH 6HFUHWDU\ E\ RUGHU KDV IRXQG WKDW WKH GHYLFH²

�L� KDV WKH VDPH WHFKQRORJLFDO FKDUDFWHULVWLFV DV WKH

��� )'&$ � ����D����� �� 8�6�&� � ���F�D����� �� &�)�5� SW� ��� �������
��� �� &�)�5� SW� ��� �������
��� ,G� SW� ����
��� ,G� SW� ����
��� ,G� SW� ����
��� +RZ WR 6WXG\ DQG 0DUNHW <RXU 'HYLFH� VXSUD QRWH ����
��� 3UHPDUNHW 1RWLILFDWLRQ ����N�� 8�6� )22' 	 '58* $'0,1� �0DU� ��� ������ KWWSV���ZZZ

�IGD�JRY�PHGLFDO�GHYLFHV�SUHPDUNHW�VXEPLVVLRQV�SUHPDUNHW�QRWLILFDWLRQ����N� 7KHUH DUH DOVR D IHZ
&ODVV ,,, SUHDPHQGPHQW PHGLFDO GHYLFHV WKDW PD\ UHTXLUH D ����N�� 6HH 3UHPDUNHW $SSURYDO �30$��
8�6� )22' 	 '58* $'0,1� �0D\ ��� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�SUHPDUNHW�
VXEPLVVLRQV�SUHPDUNHW�DSSURYDO�SPD�

��� ,G�� VHH DOVR +RZ WR )LQG DQG (IIHFWLYHO\ 8VH 3UHGLFDWH 'HYLFHV� 8�6� )22' 	 '58*
$'0,1� �6HSW� �� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�SUHPDUNHW�QRWLILFDWLRQ����N�KRZ�
ILQG�DQG�HIIHFWLYHO\�XVH�SUHGLFDWH�GHYLFHV�
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SUHGLFDWH GHYLFH� RU

�LL��,� KDV GLIIHUHQW WHFKQRORJLFDO FKDUDFWHULVWLFV DQG WKH
LQIRUPDWLRQ VXEPLWWHG WKDW WKH GHYLFH LV VXEVWDQWLDOO\
HTXLYDOHQW WR WKH SUHGLFDWH GHYLFH FRQWDLQV LQIRUPDWLRQ�
LQFOXGLQJ DSSURSULDWH FOLQLFDO RU VFLHQWLILF GDWD LI GHHPHG
QHFHVVDU\ E\ WKH 6HFUHWDU\ RU D SHUVRQ DFFUHGLWHG XQGHU
VHFWLRQ ���� WKDW GHPRQVWUDWHV WKDW WKH GHYLFH LV DV VDIH
DQG HIIHFWLYH DV D OHJDOO\ PDUNHWHG GHYLFH� DQG �,,� GRHV
QRW UDLVH GLIIHUHQW TXHVWLRQV RI VDIHW\ DQG HIIHFWLYHQHVV
WKDQ WKH SUHGLFDWH GHYLFH����

7KH )'$ GHILQHV WKH WHUP ³LQWHQGHG XVH´ IRU SXUSRVHV RI VXEVWDQWLDO
HTXLYDOHQFH DV ³WKH JHQHUDO SXUSRVH RI WKH GHYLFH RU LWV IXQFWLRQ� DQG HQFRPSDVVHV
WKH LQGLFDWLRQV IRU XVH�´��� 7KH WHUP ³GLIIHUHQW WHFKQRORJLFDO FKDUDFWHULVWLFV´
PHDQV ³WKDW WKHUH LV D VLJQLILFDQW FKDQJH LQ WKHPDWHULDOV� GHVLJQ� HQHUJ\ VRXUFH� RU
RWKHU IHDWXUHV RI WKH GHYLFH IURP WKRVH RI WKH SUHGLFDWH GHYLFH�´���

$ PHGLFDO GHYLFH FDQQRW EH ODXQFKHG RQ WKH PDUNHW XQWLO WKH )'$ KDV LVVXHG
D OHWWHU WKDW VWDWHV WKDW WKH PHGLFDO GHYLFH LV ³VXEVWDQWLDOO\ HTXLYDOHQW´ WR WKH
SUHGLFDWH GHYLFH DQG WKXV KDV ³FOHDUHG´ WKH GHYLFH IRU FRPPHUFLDO GLVWULEXWLRQ����
7KH VXEPLWWHU RI D ����N� KDV VHYHUDO RSWLRQV IRU VHOHFWLQJ D SUHGLFDWH� ([DPSOHV
IRU D SUHGLFDWH LQFOXGH D SUHDPHQGPHQW GHYLFH²D PHGLFDO GHYLFH WKDW ZDV OHJDOO\
PDUNHWHG EHIRUH0D\ ��� ����²D PHGLFDO GHYLFH WKDW KDV EHHQ FOHDUHG YLD WKH
����N� SDWKZD\� D PHGLFDO GHYLFH WKDW ZDV LQLWLDOO\ ODXQFKHG RQ WKH PDUNHW DV D
&ODVV ,,, PHGLFDO GHYLFH DQGZDV ODWHU UHFODVVLILHG WR D &ODVV , RU ,,� RU D PHGLFDO
GHYLFH WKDW UHFHLYHG PDUNHWLQJ DXWKRUL]DWLRQ WKURXJK WKH 'H 1RYR SDWKZD\ DQG
WKDW LV QRW H[HPSW IURP WKH SUHPDUNHW QRWLILFDWLRQ UHTXLUHPHQWV����

7KHUH DUH WKUHH ����N� 3URJUDPV� ��� 7UDGLWLRQDO� ��� 6SHFLDO� DQG ���
$EEUHYLDWHG� 7KH 7UDGLWLRQDO ����N� 3URJUDP FDQ EH XVHG XQGHU DOO
FLUFXPVWDQFHV���� ,Q FRQWUDVW� WKH 6SHFLDO DQG $EEUHYLDWHG ����N� 3URJUDPVZHUH
GHYHORSHG LQ ���� WR IDFLOLWDWH WKH ����N� UHYLHZ SURFHVV IRU SDUWLFXODU W\SHV RI

��� )'&$ � ����L�����$�� �� 8�6�&� � ���F�L�����$� �HPSKDVLV DGGHG��
��� 8�6� )22' 	 '58* $'0,1�� 7+( ����.� 352*5$0� (9$/8$7,1* 68%67$17,$/

(48,9$/(1&( ,1 35(0$5.(7 127,),&$7,216 >����.�@²*8,'$1&( )25 ,1'8675< $1' )22' $1'
'58* $'0,1,675$7,21 67$)) �� ������� KWWSV���ZZZ�IGD�JRY�PHGLD�������GRZQORDG�

��� )'&$ � ����L�����%�� �� 8�6�&� � ���F�L�����%��
��� 3UHPDUNHW 1RWLILFDWLRQ ����N�� VXSUD QRWH ����
��� 6HH +RZ WR )LQG DQG (IIHFWLYHO\ 8VH 3UHGLFDWH 'HYLFHV� VXSUD QRWH ���� 3UHPDUNHW

1RWLILFDWLRQ ����N�� VXSUD QRWH ����
��� +RZ WR 3UHSDUH D 7UDGLWLRQDO ����N�� 8�6� )22' 	 '58* $'0,1� �6HSW� ��� ������

KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�SUHPDUNHW�QRWLILFDWLRQ����N�KRZ�SUHSDUH�WUDGLWLRQDO����N�
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VXEPLVVLRQV���� 7KH 6SHFLDO ����N� 3URJUDP LV DQ RSWLRQDO SDWKZD\ DQG DSSOLFDEOH
IRU FHUWDLQ ZHOO�GHILQHG FKDQJHV E\ WKH PDQXIDFWXUHU WR DQ DOUHDG\ OHJDOO\
PDUNHWHG SUHGLFDWH���� 7KH $EEUHYLDWHG ����N� 3URJUDP LV DOVR RSWLRQDO DQG
LQWHQGHG IRU VXEPLVVLRQV WKDW UHO\ RQ WKH XVH RI VSHFLDO FRQWUROV� JXLGDQFH
GRFXPHQWV� DQG�RU YROXQWDU\ FRQVHQVXV VWDQGDUGV����

+RZHYHU� WKH PDMRULW\ RI &ODVV , PHGLFDO GHYLFHV DQG VRPH &ODVV ,, PHGLFDO
GHYLFHV DUH H[HPSW IURP WKH ����N� SUHPDUNHW QRWLILFDWLRQ UHTXLUHPHQW���� (YHQ LI
DPHGLFDOGHYLFH LV H[HPSWDQGWKH VHFRQG DQG WKLUGVWHSV²L�H�� SUHSDUHDQGVXEPLW
D ����N� WR WKH )'$ DQG UHFHLYH PDUNHWLQJ FOHDUDQFH²DUH QRW UHTXLUHG�
PDQXIDFWXUHUV VWLOO QHHG WR FRPSO\ZLWK RWKHU JHQHUDO FRQWUROV �IRXUWK VWHS�� VXFK
DV HVWDEOLVKPHQW UHJLVWUDWLRQ DQGPHGLFDO GHYLFH OLVWLQJ����

��� ,G�� 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\� 8�6� )22' 	'58* $'0,1� �$XJ� ��� ������
KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�SUHPDUNHW�QRWLILFDWLRQ����N�IUDPHZRUN�VDIHW\�DQG�
SHUIRUPDQFH�EDVHG�SDWKZD\� 7KH )'$ DOVR LVVXHG QRQELQGLQJ JXLGDQFH IRU WKH 6SHFLDO ����N�
3URJUDP DQG $EEUHYLDWHG ����N� 3URJUDP� 6HH 8�6� )22' 	 '58* $'0,1�� 7+( $%%5(9,$7('
����.� 352*5$0� *8,'$1&( )25 ,1'8675< $1' )22' $1' '58* $'0,1,675$7,21 67$)) �������
KWWSV���ZZZ�IGD�JRY�PHGLD�������GRZQORDG� 8�6� )22' 	 '58* $'0,1�� 7+( 63(&,$/ ����.�
352*5$0� *8,'$1&( )25 ,1'8675< $1' )22' $1' '58* $'0,1,675$7,21 67$)) �������
KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG� 7KH )'$ DOVR LVVXHG QRQELQGLQJ JXLGDQFH IRU WKH
FRQWHQW RI SUHPDUNHW VXEPLVVLRQV IRU VRIWZDUH GHYLFHV� LQFOXGLQJ VWDQG�DORQH VRIWZDUH� VHH 8�6�
)22' 	'58* $'0,1�� *8,'$1&( )25 ,1'8675< $1' )'$ 67$))� *8,'$1&( )25 7+( &217(17 2)
35(0$5.(7 68%0,66,216 )25 62)7:$5( &217$,1(' ,1 0(',&$/ '(9,&(6 �������
KWWSV���ZZZ�IGD�JRY�PHGLD�������GRZQORDG� 7KLV JXLGDQFH GRFXPHQW ZLOO VRRQ EH VXSHUVHGHG E\
QHZ JXLGDQFH ZKHQ ILQDO� WKH )'$ KDV UHFHQWO\ LVVXHG GUDIW JXLGDQFH RQ WKH SUHPDUNHW VXEPLVVLRQV¶
FRQWHQW RI GHYLFH VRIWZDUH IXQFWLRQV� 6HH 8�6� )22' 	 '58* $'0,1�� &217(17 2) 35(0$5.(7
68%0,66,216 )25 '(9,&( 62)7:$5( )81&7,216 ������� KWWSV���ZZZ�IGD�JRY�PHGLD�������
�GRZQORDG� 7KH )'$ KDV DOVR LVVXHG QRQELQGLQJ JXLGDQFH IRU RII�WKH�VKHOI VRIWZDUH XVH LQ PHGLFDO
GHYLFHV� 6HH 8�6� )22' 	 '58* $'0,1�� 2))�7+(�6+(/) 62)7:$5( 86( ,1 0(',&$/ '(9,&(6�
*8,'$1&( )25 ,1'8675< $1' )22' $1''58* $'0,1,675$7,21 67$)) ������� KWWSV���ZZZ�IGD�JRY
�PHGLD�������GRZQORDG�

��� +RZ 7R 3UHSDUH $ 6SHFLDO ����N�� 8�6� )22' 	 '58* $'0,1� �0D\ ��� ������
KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�SUHPDUNHW�QRWLILFDWLRQ����N�KRZ�SUHSDUH�VSHFLDO����N� 8�6�
)22' 	 '58* $'0,1� 7+( 63(&,$/ ����.� 352*5$0� *8,'$1&( )25 ,1'8675< $1' )22' $1'
'58* $'0,1,675$7,21 67$)) ������� VXSUD QRWH ���� DW ��

���8�6� )22' 	'58* $'0,1�� 7+( $%%5(9,$7(' ����.� 352*5$0�*8,'$1&( )25 ,1'8675<
$1' )22' $1' '58* $'0,1,675$7,21 67$))� VXSUD QRWH ���� DW �� +RZ WR 3UHSDUH DQ $EEUHYLDWHG
����N�� 8�6� )22' 	'58* $'0,1� �-DQ� ��� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�SUHPDUNHW
�QRWLILFDWLRQ����N�KRZ�SUHSDUH�DEEUHYLDWHG����N�

��� +RZ WR 6WXG\ DQG0DUNHW <RXU 'HYLFH� VXSUD QRWH ���� VHH DOVR &ODVV , DQG&ODVV ,, 'HYLFH
([HPSWLRQV� 8�6� )22' 	 '58* $'0,1� �-XO\ �� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV
�FODVVLI\�\RXU�PHGLFDO�GHYLFH�FODVV�L�LL�H[HPSWLRQV �SURYLGLQJ LQIRUPDWLRQ RQ &ODVV , DQG &ODVV ,,
GHYLFH H[HPSWLRQV��

��� �� &�)�5� SW� ��� ������� &ODVV , DQG &ODVV ,, 'HYLFH ([HPSWLRQV� VXSUD QRWH ���� 'HYLFH
&ODVVLILFDWLRQ 3DQHOV� 8�6� )22' 	 '58* $'0,1� �$XJ� ��� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�
GHYLFHV�FODVVLI\�\RXU�PHGLFDO�GHYLFH�GHYLFH�FODVVLILFDWLRQ�SDQHOV� VHH DOVR 0HGLFDO 'HYLFH
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&ODVV ,,, PHGLFDO GHYLFHV XVXDOO\ UHTXLUH WKHPRVW VWULQJHQW W\SH RI SUHPDUNHW
VXEPLVVLRQ� D 30$���� 7R UHFHLYH )'$ 30$ DSSURYDO� WKH VSRQVRU QHHGV WR
SURYLGH YDOLG VFLHQWLILF HYLGHQFH WKDW UHDVRQDEO\ DVVXUHV WKDW WKHPHGLFDO GHYLFH LV
VDIH DQG HIIHFWLYH IRU LWV LQWHQGHG XVH���� 7KH )'$ FRQVLGHUV ³YDOLG VFLHQWLILF
HYLGHQFH�´ IRU H[DPSOH� WR EH HYLGHQFH IURP SDUWLDOO\ FRQWUROOHG VWXGLHV� ZHOO�
FRQWUROOHG LQYHVWLJDWLRQV� VWXGLHV DQG REMHFWLYH WULDOV ZLWKRXW PDWFKHG FRQWUROV� RU
ZHOO�GRFXPHQWHG FDVH KLVWRULHV FDUULHG RXW E\ TXDOLILHG H[SHUWV����

7KH 'H 1RYR FODVVLILFDWLRQ UHTXHVW LV IRU QRYHO PHGLFDO GHYLFHV RI ORZ WR
PRGHUDWH ULVN� IRU ZKLFK WKHUH LV QR SUHGLFDWH GHYLFH���� 7KH )'$ ZLOO FDUU\ RXW D
ULVN�EDVHG DVVHVVPHQW IRU FODVVLILFDWLRQ RI VXFK QRYHO PHGLFDO GHYLFHV LQWR &ODVV ,
RU ,,���� 1RYHO PHGLFDO GHYLFHV WKDW DUH FODVVLILHG LQWR &ODVV , RU ,, YLD WKH'H1RYR
SDWKZD\ PD\ DOVR EH PDUNHWHG DQG XVHG DV SUHGLFDWH GHYLFHV IRU SURVSHFWLYH
����N� VXEPLVVLRQV���� 2ULJLQDOO\� WKH PDQXIDFWXUHU QHHGHG WR VXEPLW D ����N� DQG
UHFHLYH D ³QRW VXEVWDQWLDOO\ HTXLYDOHQW´ GHWHUPLQDWLRQ IURP WKH )'$ EHIRUH EHLQJ
HOLJLEOH IRU WKH 'H 1RYR SDWKZD\���� 7KLV ZDV FKDQJHG LQ -XO\ ����� DQG
PDQXIDFWXUHUV ZKR GHWHUPLQH WKDW WKHUH LV QR SUHGLFDWH QRZ DOVR KDYH WKH RSWLRQ
GLUHFWO\ WR VXEPLW D 'H 1RYR FODVVLILFDWLRQ UHTXHVW���� 7KXV� WKH QHZ 'H 1RYR
SDWKZD\ LV PRUH HIILFLHQW DQG OHVV WLPH�FRQVXPLQJ� 7KH )'$ KDV DOVR UHFHQWO\
LVVXHG D ILQDO UXOH� HIIHFWLYH VLQFH -DQXDU\ �� ����� WR HVWDEOLVK UHJXODWLRQV IRU WKH

([HPSWLRQV ����N� DQG *03 5HTXLUHPHQWV� 8�6� )22' 	 '58* $'0,1� �������
KWWSV���ZZZ�DFFHVVGDWD�IGD�JRY�VFULSWV�FGUK�FIGRFV�FISFG�����FIP �OLVWLQJ &ODVV , DQG &ODVV ,,
H[HPSW GHYLFHV��

��� )'&$ � ����D�����&�� �� 8�6�&� � ���F�D�����&�� +RZ WR 6WXG\ DQG 0DUNHW <RXU 'HYLFH�
VXSUD QRWH ���� VHH DOVR 8�6� )22' 	 '58* $'0,1�� 3UHPDUNHW $SSURYDO �30$�� VXSUD QRWH ���
�H[SODLQLQJ ZKHQ D 30$ LV UHTXLUHG��

��� 8�6� )22' 	'58* $'0,1�� 3UHPDUNHW $SSURYDO �30$�� VXSUD QRWH ����
��� 30$ &OLQLFDO 6WXGLHV� 8�6� )22' 	 '58* $'0,1� �0D\ ��� ������ KWWSV���ZZZ�IGD�JRY

�PHGLFDO�GHYLFHV�SUHPDUNHW�DSSURYDO�SPD�SPD�FOLQLFDO�VWXGLHV�
��� )'&$ � ����I��������� �� 8�6�&� � ���F�I��������� 'H 1RYR &ODVVLILFDWLRQ 5HTXHVW� 8�6�

)22' 	 '58* $'0,1� �-DQ� �� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�SUHPDUNHW�VXEPLVVLRQV
�GH�QRYR�FODVVLILFDWLRQ�UHTXHVW� +RZ WR 6WXG\ DQG 0DUNHW <RXU 'HYLFH� VXSUD QRWH ����

��� 'H 1RYR &ODVVLILFDWLRQ 5HTXHVW� VXSUD QRWH ����
��� ,G� )RU DQ H[DPSOH �3URWHXV¶V ZHDUDEOH VHQVRU�� VHH 6DUD *HUNH HW DO�� (WKLFDO DQG /HJDO

,VVXHV RI ,QJHVWLEOH (OHFWURQLF 6HQVRUV� � 1$785( (/(&6� ���� ��� ������� 7KH )'$ DOVR LVVXHG
VHYHUDO JXLGDQFHV UHODWHG WR WKH 'H1RYR FODVVLILFDWLRQ SURFHVV� 6HH� H�J�� 8�6� )22'	'58* $'0,1��
$&&(37$1&( 5(9,(: )25'( 1292 &/$66,),&$7,21 5(48(676�*8,'$1&( )25 ,1'8675< $1' )22'
$1' '58* $'0,1,675$7,21 67$)) ������� KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG� 8�6�
)22' 	 '58* $'0,1�� '( 1292 &/$66,),&$7,21 352&(66 �(9$/8$7,21 2) $8720$7,& &/$66 ,,,
'(6,*1$7,21�� *8,'$1&( )25 ,1'8675< $1' )22' $1' '58* $'0,1,675$7,21 67$)) �������
KWWSV���ZZZ�IGD�JRY�PHGLD�������GRZQORDG�

��� (YDOXDWLRQ RI $XWRPDWLF &ODVV ,,, 'HVLJQDWLRQ �'H 1RYR� 6XPPDULHV� 8�6� )22' 	'58*
$'0,1� �-DQ� ��� ������ KWWSV���ZZZ�IGD�JRY�DERXW�IGD�FGUK�WUDQVSDUHQF\�HYDOXDWLRQ�DXWRPD WLF�
FODVV�LLL�GHVLJQDWLRQ�GH�QRYR�VXPPDULHV�

��� 6HH )'&$ � ����I����� ��8�6�&� ���F�I����� (YDOXDWLRQ RI$XWRPDWLF &ODVV ,,, 'HVLJQDWLRQ
�'H 1RYR� 6XPPDULHV� VXSUD QRWH ����
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'H 1RYR SDWKZD\ WKDW VKDOO FRQWULEXWH JUHDWHU FODULW\ DQG WUDQVSDUHQF\ WR WKH
SURFHVV� LQFOXGLQJ WKH VXEPLVVLRQ UHTXLUHPHQWV DQG FULWHULD IRU JUDQWLQJ�
DFFHSWLQJ� ZLWKGUDZLQJ� RU GHFOLQLQJ D 'H 1RYR UHTXHVW���� 7KH KRSH LV WKDW PRUH
PDQXIDFWXUHUV WDNH DGYDQWDJH RI WKH 'H 1RYR SDWKZD\ IRU QHZ WHFKQRORJLHV����
)LQDOO\�+'(LV IRU&ODVV ,,,PHGLFDOGHYLFHVWKDW DUH LQWHQGHG WR KHOSSDWLHQWVZLWK
UDUH GLVHDVHV RU FRQGLWLRQV����

%� 6DIHW\ DQG (IIHFWLYHQHVV &RQFHUQV

7KH )'$ KDV DOUHDG\ SHUPLWWHG PDUNHWLQJ RI RYHU ��� $,�0/�EDVHGPHGLFDO
GHYLFHV���� +RZHYHU� PRVW $,�EDVHG PHGLFDO GHYLFHV FXUUHQWO\ DYDLODEOH RQ WKH
8�6� PDUNHW ZHUH FOHDUHG YLD WKH ����N� SDWKZD\� $FFRUGLQJ WR D QHZ OLVW RI
$,�0/�EDVHG PHGLFDO GHYLFHV PDUNHWHG LQ WKH 8�6�� FUHDWHG E\ WKH )'$ LQ
6HSWHPEHU����� RQO\�� RI��� GHYLFHVZHUH DXWKRUL]HGYLD WKH'H1RYRSDWKZD\�
VXFK DV ,'[�'5 DQG 2VWHR'HWHFW���� 2QO\ RQH GHYLFH� 49&$' 6\VWHP IRU
GHWHFWLQJPDPPRJUDSK\�RFFXOW OHVLRQV���� KDV VR IDU UHFHLYHG 30$ DSSURYDO� $OO
RWKHU ��� $,�0/�EDVHG PHGLFDO GHYLFHV ZHUH ����N��FOHDUHG� )RU H[DPSOH� LQ
-DQXDU\ ����� WKH )'$ FOHDUHG $UWHU\V &DUGLR '/ DV WKH ILUVW GHYLFH VRIWZDUH
IXQFWLRQ WKDW XVHV GHHS OHDUQLQJ WR DQDO\]H FDUGLRYDVFXODU LPDJHV FDSWXUHG E\
PDJQHWLF UHVRQDQFH VFDQQHUV���� 7KH GHYLFH LV LQWHQGHG WR KHOS UDGLRORJLVWV�
FDUGLRORJLVWV� DQG RWKHU KHDOWK FDUH SUDFWLWLRQHUV LQ PDNLQJ FOLQLFDO GHFLVLRQV����
$QRWKHU H[DPSOH LV 9L]�DL¶V QRWLILFDWLRQ�RQO\� SDUDOOHO ZRUNIORZ WRRO� 9L] ,&+�
ZKLFK WKH )'$FOHDUHG LQ0DUFK �������� 9L] ,&+XVHV DQ$,DOJRULWKP WR DQDO\]H

��� 6HH 0HGLFDO 'HYLFH 'H 1RYR &ODVVLILFDWLRQ 3URFHVV� �� )HG� 5HJ� ����� �2FW� �� ������
'H 1RYR &ODVVLILFDWLRQ 5HTXHVW� VXSUD QRWH ����

��� )'$ LQ %ULHI� )'$ 3URSRVHV ,PSURYHPHQWV WR WKH 'H 1RYR 3DWKZD\ IRU 1RYHO 0HGLFDO
'HYLFHV WR $GYDQFH 6DIH� (IIHFWLYH� DQG ,QQRYDWLYH 7UHDWPHQWV IRU 3DWLHQWV � 8�6� )22' 	 '58*
$'0,1� �'HF� �� ������ KWWSV���ZZZ�IGD�JRY�QHZV�HYHQWV�IGD�EULHI�IGD�EULHI�IGD�SURSRVHV �
LPSURYHPHQWV�GH�QRYR�SDWKZD\�QRYHO�PHGLFDO�GHYLFHV�DGYDQFH�VDIH�HIIHFWLYH�DQG�

��� +RZ WR 6WXG\ DQG 0DUNHW <RXU 'HYLFH� VXSUD QRWH ����
��� 6HH 8�6� )RRG 	 'UXJ $GPLQ�� VXSUD QRWH ��
��� ,G� )RU PRUH LQIRUPDWLRQ RQ WKHVH WZR GHYLFHV� VHH VXSUD 6HFWLRQ ,�$�
��� /HWWHU IURP 5REHUW 2FKV� 'LU�� 'LY� 5DGLRORJLFDO +HDOWK� 8�6� )RRG 	 'UXJ $GPLQ� WR

5REHUW 0� )ROH\� 9LFH 3UHV�� 5HJXO� $IIV�� 49LHZ 0HGLFDO� ,QF� �1RY� �� ������ KWWSV���ZZZ
�DFFHVVGDWD�IGD�JRY�FGUKBGRFV�SGI���3������$�SGI�

��� /HWWHU IURP 5REHUW 2FKV� 'LU�� 'LY� 5DGLRORJLFDO +HDOWK� 8�6� )RRG 	 'UXJ $GPLQ� WR
*ROQD] 0RHLQL� 'LU� 4XDOLW\ 	 5HJ�� $UWHU\V ,QF� �-DQ� �� ������ KWWSV���ZZZ�DFFHVVGDWD�IGD�JRY
�FGUKBGRFV�SGI���.�������SGI� VHH DOVR &DUGLR $,� $57(5<6� KWWSV���DUWHU\V�FRP�FOLQLFDODSS
�FDUGLRDSS �ODVW YLVLWHG 0DU� ��� ����� �SURYLGLQJ PRUH LQIRUPDWLRQ DERXW &DUGLR $,��

��� 6HH /HWWHU IURP 5REHUW 2FKV WR *ROQD] 0RHLQL� VXSUD QRWH ���� DW ���
��� /HWWHU IURP 7KDOLD 7� 0LOOV� 'LU�� 'LY� 5DGLRORJLFDO +HDOWK� 8�6� )RRG 	 'UXJ $GPLQ� WR

*UHJRU\ 5DPLQD� 'LU� 5HJXO� $IIV�� 9L]�DL� ,QF� �0DU� ��� ������ KWWSV���ZZZ�DFFHVVGDWD�IGD�JRY
�FGUKBGRFV�SGI���.�������SGI� )RU PRUH LQIRUPDWLRQ RQ 9L] ,&+� VHH DOVR 9L] ,&+� 9,=�$, �������
KWWSV���ZZZ�YL]�DL�YL]�LFK�
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FRPSXWHG WRPRJUDSK\ �&7� LPDJHV RI WKH EUDLQ REWDLQHG LQ WKH DFXWH VHWWLQJ DQG
QRWLILHV D QHXURVXUJLFDO RU QHXURYDVFXODU VSHFLDOLVW ZKHUH D VXVSHFWHG LQWUDFUDQLDO
KHPRUUKDJH KDV EHHQ GHWHFWHG����

7KH IDFW WKDW PRVW $,�0/�EDVHG PHGLFDO GHYLFHV FXUUHQWO\ DYDLODEOH RQ WKH
8�6� PDUNHW ZHUH ����N��FOHDUHG DOVR UHIOHFWV WKH JHQHUDO SLFWXUH WKDW ����N� LV WKH
PRVW IUHTXHQWO\ XVHG W\SH RI SUHPDUNHW VXEPLVVLRQV� )RU H[DPSOH� LQ ����� RYHU
���� PHGLFDO GHYLFHV UHFHLYHG ����N� FOHDUDQFHV� UHSUHVHQWLQJ RYHU ��� RI DOO
FOHDUHG RU DSSURYHG PHGLFDO GHYLFHV���� 6RPH &ODVV , RU ,,, PHGLFDO GHYLFHV DUH
FOHDUHG WKURXJK WKH ����N� SDWKZD\� EXW WKH PDMRULW\ RI ����N��FOHDUHG PHGLFDO
GHYLFHV DUH FODVVLILHG DV &ODVV ,, GHYLFHV� DQG WKXV DUH RI PRGHUDWH ULVN���� )RU
H[DPSOH�$UWHU\V&DUGLR'/DQG9L]�DL¶V9L] ,&+ZHUH ERWK)'$FOHDUHGDV&ODVV
,, PHGLFDO GHYLFHV�+RZHYHU� WKLV VWDWLVWLF LV FRQFHUQLQJ VLQFH WKH ����N� SDWKZD\
KDV DOUHDG\ EHHQ XQGHU FULWLFLVP IRU D ORQJ WLPH GXH WR VDIHW\ DQG HIIHFWLYHQHVV
FRQFHUQV�

�� 7KH ,QVWLWXWH RI 0HGLFLQH5HSRUW

7KH ,QVWLWXWH RI 0HGLFLQH �,20� SXEOLVKHG D UHSRUW RQ WKH )'$ ����N�
FOHDUDQFH SURFHVV LQ �������� ,Q LWV UHSRUW� WKH ,20 FDPH WR WKH IROORZLQJ
FRQFOXVLRQ� DPRQJ RWKHU WKLQJV�

7KH ����N� FOHDUDQFHSURFHVV LV QRW LQWHQGHG WR HYDOXDWHWKH VDIHW\
DQG HIIHFWLYHQHVV RI PHGLFDO GHYLFHV ZLWK VRPH H[FHSWLRQV� 7KH
����N� SURFHVV FDQQRW EH WUDQVIRUPHG LQWR D SUHPDUNHW HYDOXDWLRQ
RI VDIHW\ DQG HIIHFWLYHQHVV DV ORQJ DV WKH VWDQGDUG IRU FOHDUDQFH LV
VXEVWDQWLDO HTXLYDOHQFH WR DQ\ SUHYLRXVO\ FOHDUHG GHYLFH����

7KH ,20 FOHDUO\ FRPPXQLFDWHV WKDW ³FOHDUDQFH´ GRHV QRWPHDQ WKDW WKH )'$
³GHWHUPLQHG WKDW WKH GHYLFH LV DFWXDOO\ VDIH DQG HIIHFWLYH � � � �´��� 7KH DJHQF\ RQO\
FRQILUPV ZLWK D ����N� FOHDUDQFH WKDW WKH PHGLFDO GHYLFH LV ³VXEVWDQWLDOO\

��� /HWWHU IURP 7KDOLD 7� 0LOOV WR *UHJRU\ 5DPLQD� VXSUD QRWH ����
��� 6HH )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$ &RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG -HII

6KXUHQ� 0�'�� 'LUHFWRU RI WKH &HQWHU IRU 'HYLFHV DQG 5DGLRORJLFDO +HDOWK� RQ 7UDQVIRUPDWLYH 1HZ
6WHSV WR 0RGHUQL]H )'$¶V ����N� 3URJUDP WR $GYDQFH WKH 5HYLHZ RI WKH 6DIHW\ DQG (IIHFWLYHQHVV
RI 0HGLFDO 'HYLFHV� �1RY� ��� ������ KWWSV���ZZZ�IGD�JRY�QHZV�HYHQWV�SUHVV�DQQRXQFHPHQWV
�VWDWHPHQW�IGD�FRPPLVVLRQHU�VFRWW�JRWWOLHE�PG�DQG�MHII�VKXUHQ�PG�GLUHFWRU�FHQWHU�GHYLFHV�DQG�

��� 7KRPDV 6XOOLYDQ� ,QVWLWXWH RI 0HGLFLQH 5HSRUW 0HGLFDO 'HYLFHV DQG WKH 3XEOLF¶V +HDOWK�
7KH )'$ ����N� &OHDUDQFH 3URFHVV DW �� <HDUV� 32/¶< 	 0('� �0D\ �� ������ KWWSV���ZZZ
�SROLF\PHG�FRP���������LQVWLWXWH�RI�PHGLFLQH�UHSRUW�PHGLFDO�GHYLFHV�DQG�WKH�SXEOLFV�KHDOWK�WKH�
IGD����N�FOHDUDQFH�SURFHVV�D�KWPO�

��� ,167� 0('�� 0(',&$/ '(9,&(6 $1' 7+( 38%/,&¶6 +($/7+� 7+( )'$ ����.� &/($5$1&(
352&(66 $7 ��<($56 �������

��� ,G� DW ��
��� ,G�
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HTXLYDOHQW´ WR� DQG WKXV DV VDIH DQG HIIHFWLYH DV� WKH SUHGLFDWH���� +RZHYHU� WKH
FODVVLILFDWLRQ RI SUHDPHQGPHQW GHYLFHV� IRU H[DPSOH� GLG QRW FRPSULVH DQ
DVVHVVPHQW RI ZKHWKHU DQ LQGLYLGXDO GHYLFHZDV VDIH DQG HIIHFWLYH���� 7KXV� PDQ\
ROG SUHGLFDWHV ZHUH QHYHU LQGLYLGXDOO\ DVVHVVHG IRU VDIHW\ DQG HIIHFWLYHQHVV����
0RUHRYHU� GDWD VKRZ WKDW D FRQVLGHUDEOH QXPEHU RI PDQXIDFWXUHUV VWLOO UHO\ RQ ROG
SUHGLFDWHV WRGD\� 1HDUO\ ��� RI DOO FXUUHQW ����N� FOHDUDQFHV DUH EDVHG RQ
SUHGLFDWHV WKDW DUH ROGHU WKDQ �� \HDUV���� )RU H[DPSOH� $UWHU\V 2QFRORJ\'/ XVHV
D GHHS OHDUQLQJ DOJRULWKP WR DVVLVW ZLWK OXQJ DQG OLYHU FDQFHU GLDJQRVLV���� 7KLV
GHYLFH ZDV )'$ FOHDUHG LQ ����� DOWKRXJK LW UHOLHG RQ D PHGLFDO GLDJQRVWLF
DSSOLFDWLRQ IRU PDQLSXODWLRQ� YLHZLQJ� FRPSDULVRQ� DQG ��' YLVXDOL]DWLRQ RI
PHGLFDO LPDJHV DV D SUHGLFDWH WR GHPRQVWUDWH ³VXEVWDQWLDO HTXLYDOHQFH�́ ZKLFK LQ
WXUQ UHOLHG RQ DQRWKHU SUHGLFDWH� DQG VR RQ� XS WR WKH UHOLDQFH RQ SUHDPHQGPHQW
GHYLFHV PDUNHWHG EHIRUH0D\ ��� ��������

,W LV LPSRUWDQW IRU XVHUV VXFK DV KHDOWK FDUH SURIHVVLRQDOV DQG SDWLHQWV WR
XQGHUVWDQG WKDW ³FOHDUDQFH´ GRHV QRW PHDQ ³DSSURYDO�´ $V GLVFXVVHG DERYH����
30$ DSSURYDO LV EDVHG RQ D VXFFHVVIXO GHPRQVWUDWLRQ RI UHDVRQDEOH DVVXUDQFH RI
WKH VDIHW\ DQG HIIHFWLYHQHVV RI WKH PHGLFDO GHYLFH� 7KLV QHHGV WR EH SURYLGHG E\
YDOLG VFLHQWLILF HYLGHQFH²L�H�� XVXDOO\ E\ FOLQLFDO VWXGLHV� +RZHYHU� DFFRUGLQJ WR
WKH OLVW SXEOLVKHG RQ WKH )'$¶V ZHEVLWH� RQO\ RQH $,�0/�EDVHG PHGLFDO GHYLFH
KDV UHFHLYHG 30$ DSSURYDO VR IDU���� ,Q FRQWUDVW� DVPHQWLRQHG� D ����N� FOHDUDQFH
RQO\ FRQILUPV WKDW WKHPHGLFDOGHYLFH LV ³VXEVWDQWLDOO\HTXLYDOHQW´ WR WKH SUHGLFDWH�
7KH ����N� SDWKZD\ XVXDOO\ GRHV QRW UHTXLUH FOLQLFDO HYLGHQFH� ,Q IDFW� WKH )'$
JHQHUDOO\ UHTXHVWV FOLQLFDO HYLGHQFH IRU IHZHU WKDQ ��� RI ����N� VXEPLVVLRQV IRU
PRGHUDWH ULVN GHYLFHV���� 7KXV� WKH DJHQF\ RIWHQ GRHV QRW UHTXLUH $, PDNHUV WR
V\VWHPDWLFDOO\ GRFXPHQW KRZ WKH $,�EDVHGPHGLFDO GHYLFHZDV FUHDWHG� LQFOXGLQJ

��� ,G� DW �� ��
��� ,G� DW ��
��� 6HH LG� DW ��
��� )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$&RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG -HII 6KXUHQ�

0�'�� VXSUD QRWH ����
��� 6HH /HWWHU IURP 5REHUW 2FKV� 'LU�� 'LY� 5DGLRORJLFDO +HDOWK� 8�6� )RRG 	 'UXJ $GPLQ� WR

-RKQ $[HULR�&LOLHV� &KLHI 2SHUDWLQJ 2IILFHU� $UWHU\V ,QF� �-DQ� ��� ������ KWWSV���ZZZ�DFFHVVGDWD
�IGD�JRY�FGUKBGRFV�SGI���.�������SGI� 7KRPDV -� +ZDQJ HW DO�� /LIHF\FOH 5HJXODWLRQ RI $UWLILFLDO
,QWHOOLJHQFH± DQG 0DFKLQH /HDUQLQJ±%DVHG 6RIWZDUH 'HYLFHV LQ 0HGLFLQH� ��� -$0$ ���� �������

��� 6HH /HWWHU IURP 5REHUW 2FKV WR -RKQ $[HULR�&LOLHV� VXSUD QRWH ���� /HWWHU IURP 'RQDOG -�
6W� 3LHUUH� $FWLQJ 'LU�� 'LY� 5DGLRORJLFDO 'HYLFHV� 8�6� )RRG 	 'UXJ $GPLQ� WR &DVH\ &RQU\� 6U�
3URMHFW (QJLQHHU� 6LHPHQV 0HGLFDO 6ROXWLRQV 86$� ,QF� �$XJ� ��� ������ KWWSV���ZZZ�DFFHVVGDWD
�IGD�JRY�FGUKBGRFV�SGI���.�������SGI�

��� 6HH VXSUD 6HFWLRQ ,,,�$�
��� 6HH 8�6� )RRG 	 'UXJ $GPLQ�� VXSUD QRWH ��
��� 9LQD\ .� 5DWKL 	 -RVHSK 6� 5RVV� 0RGHUQL]LQJ WKH )'$¶V ����N� 3DWKZD\� ��� 1(: (1*�

-�0('� ����� ���� �������
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WKH YDOLGDWLRQ RI LWV SHUIRUPDQFHZLWK DQRWKHU GDWDVHW WKDQ WKH WUDLQLQJ GDWDVHW����
+RZHYHU� WKLV LV D FULWLFDO VWHS WR HQVXUH WKDW VXFK GHYLFHV DUH VDIH DQG HIIHFWLYH
DFURVV YDULRXV SDWLHQW SRSXODWLRQV����

&RQFHUQHG WKDW WKH ����N� FOHDUDQFH SURFHVV FDQQRW DVVXUH VDIHW\ DQG
HIIHFWLYHQHVV� WKH ,20 UHFRPPHQGHG WKDW WKH )'$ H[SORUH D QHZ PHGLFDO GHYLFH
UHJXODWRU\ IUDPHZRUN IRU &ODVV ,, GHYLFHV�

7KH )RRG DQG 'UXJ $GPLQLVWUDWLRQ VKRXOG REWDLQ DGHTXDWH
LQIRUPDWLRQ WR LQIRUP WKH GHVLJQ RI D QHZ PHGLFDO�GHYLFH
UHJXODWRU\ IUDPHZRUN IRU &ODVV ,, GHYLFHV VR WKDW WKH FXUUHQW
����N� SURFHVV� LQ ZKLFK WKH VWDQGDUG IRU FOHDUDQFH LV VXEVWDQWLDO
HTXLYDOHQFHWR SUHYLRXVO\FOHDUHG GHYLFHV�FDQ EH UHSODFHGZLWK DQ
LQWHJUDWHG SUHPDUNHW DQG SRVWPDUNHW UHJXODWRU\ IUDPHZRUN WKDW
HIIHFWLYHO\ SURYLGHV D UHDVRQDEOH DVVXUDQFH RI VDIHW\ DQG
HIIHFWLYHQHVV WKURXJKRXW WKH GHYLFH OLIH F\FOH� 2QFH DGHTXDWH
LQIRUPDWLRQ LV DYDLODEOH WR GHVLJQ DQ DSSURSULDWH PHGLFDO�GHYLFH
UHJXODWRU\ IUDPHZRUN� &RQJUHVV VKRXOG HQDFW OHJLVODWLRQ WR GR
VR����

7KH ,20 DOVR DUWLFXODWHG FHUWDLQ DWWULEXWHV WR LQFOXGH LQ WKH QHZ IUDPHZRUN�
7KH SURFHVV VKRXOG EH ULVN�EDVHG� FOHDU� VWUDLJKWIRUZDUG� SUHGLFWDEOH� IDLU� VHOI�
VXVWDLQLQJ� VHOI�LPSURYLQJ� DQG EDVHGRQ VRXQGVFLHQFH���� 7KH SURFHVV VKRXOGDOVR
³IDFLOLWDWH LQQRYDWLRQ WKDW LPSURYHV SXEOLF KHDOWK E\ PDNLQJ PHGLFDO GHYLFHV
DYDLODEOH LQ D WLPHO\PDQQHU DQGHQVXULQJWKHLU VDIHW\DQGHIIHFWLYHQHVV WKURXJKRXW
WKHLU OLIH F\FOH�́ DQG ³VKRXOG DSSO\ UHOHYDQW DQG DSSURSULDWH UHJXODWRU\ DXWKRULWLHV
DQG VWDQGDUGV WKURXJKRXW WKH OLIH F\FOH RI GHYLFHV WR HQVXUH VDIHW\ DQG
HIIHFWLYHQHVV�́ ���

)XUWKHU� WKH ,20 VWDWHV LQ LWV ���� UHSRUW WKDW WKH 'H 1RYR SURFHVV PD\
SRWHQWLDOO\ VHUYH DV ³D EHWWHU UHJXODWRU\ PRGHO IRU SUHPDUNHW UHYLHZ RI &ODVV ,,
GHYLFHV�´��� +RZHYHU� WKH ,20ZDV DOVR RI WKH RSLQLRQ WKDW WKH 'H 1RYR SURFHVV
LQ LWV WKHQ�FXUUHQW IRUP ³LV WLPH�FRQVXPLQJ DQG GLIILFXOW IRU ERWK WKH )'$ DQG
PDQXIDFWXUHUV WR QDYLJDWH�´��� 7KXV� WKH ,20 UHFRPPHQGHG WKH )'$ H[SORUH D
PRGLILHG 'H 1RYR SURFHVV WR DVVHVV WKH VDIHW\ DQG HIIHFWLYHQHVV RI &ODVV ,,

��� 6HH 5RVV� VXSUD QRWH ��
��� 6HH LG�
��� ,167� 0('�� VXSUD QRWH ���� DW ��
��� ,G� DW ��
��� ,G�
��� ,G� DW ���
��� ,G� 6LQFH WKH ,20¶V UHSRUW LQ ����� WKH 'H1RYR 3DWKZD\ KDV EHHQ FKDQJHG DQG LV QRZ OHVV

WLPH�FRQVXPLQJ DQG PRUH HIILFLHQW� 6HH VXSUD 6HFWLRQ ,,,�$�
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PHGLFDO GHYLFHV���� 7KH ,20 DOVR VXJJHVWHG WKDW WKH )'$ ³SURPSWO\ FDOO IRU 30$
DSSOLFDWLRQV IRU RU UHFODVVLI\ &ODVV ,,, GHYLFHV WKDW UHPDLQ HOLJLEOH IRU ����N�
FOHDUDQFH�´��� &RQFHUQLQJ VRIWZDUH� WKH ,20 UHFRPPHQGHG WKH )'$ ³GHYHORS
SURFHGXUHV WKDW HQVXUH WKH VDIHW\ DQG HIIHFWLYHQHVV RI VRIWZDUH XVHG LQ GHYLFHV�
VRIWZDUH XVHG DV GHYLFHV� DQG VRIWZDUH XVHG DV D WRRO LQ SURGXFLQJ GHYLFHV�´���

�� 7KH ����N� 5HIRUPV DQG&ULWLTXH

7R LWV FUHGLW� WKH )'$ KDV FRPPLWWHG WR PRGHUQL]LQJ WKH ����N�SDWKZD\²
HYHQ WKRXJK WKH DJHQF\ GLG QRW IROORZ WKH ,20¶V UHFRPPHQGDWLRQ RI GHYHORSLQJ
D QHZ PHGLFDO GHYLFH UHJXODWRU\ IUDPHZRUN IRU &ODVV ,, GHYLFHV� ,Q 1RYHPEHU
����� WKH )'$ SXEOLVKHG D VWDWHPHQW LQ ZKLFK LW FRPPXQLFDWHG� DPRQJ RWKHU
WKLQJV� WKUHH PDMRU JRDOV WR HQVXUH WKDW ����N��FOHDUHG PHGLFDO GHYLFHVPHHW WKH
JROG VWDQGDUG IRU VDIHW\ DQG HIIHFWLYHQHVV�

��� SURPRWLQJ UHOLDQFH RQ PRUHPRGHUQ SUHGLFDWHV�

��� ³XS�FODVVLI\LQJ´ PHGLFDO GHYLFHV� DQG

��� ILQDOL]LQJ JXLGDQFH HVWDEOLVKLQJ DQ DOWHUQDWLYH ����N�
SDWKZD\����

7KH ILUVWJRDORI WKH )'$ LV WR SURPRWH UHOLDQFH RQPRUHPRGHUQSUHGLFDWHV����
$V GLVFXVVHG���� QHDUO\ RQH�ILIWK RI DOO FXUUHQW ����N� FOHDUDQFHV DUH EDVHG RQ
SUHGLFDWHV WKDW DUH PRUH WKDQ WHQ \HDUV ROG� 7KH )'$ DLPV WR GULYH PDQXIDFWXUHUV
WR UHO\ RQ QHZHU SUHGLFDWHV WKDW UHIOHFW PRGHUQ WHFKQRORJ\ DQG WKHUHE\ SURPRWH
LQQRYDWLRQ DQG LPSURYHG VDIHW\���� )RU WKLV UHDVRQ� WKH DJHQF\ VXJJHVWHG LQ LWV
1RYHPEHU ���� VWDWHPHQW WR SXEOLVK D OLVW RQ LWV ZHEVLWH RI DOO FOHDUHG PHGLFDO
GHYLFHV WKDW DUH VXEVWDQWLDOO\ HTXLYDOHQW WR SUHGLFDWHV WKDW DUH ROGHU WKDQ WHQ
\HDUV���� 7KLV OLVWZRXOG LQWHQGWR SURPRWHWUDQVSDUHQF\DQGPDNHLW HDVLHU IRU XVHUV
WR GHFLGH EHWZHHQ ROGHU DQG QHZHU GHYLFH W\SH YHUVLRQV���� 7KH )'$ KDV QRW \HW
SXEOLVKHG VXFK D OLVW� SHUKDSV GXH WR WKH UHFHLYHG FULWLFLVPE\ VRPH PDQXIDFWXUHUV

��� 6HH ,167� 0('�� VXSUD QRWH ���� DW ���
��� ,G� DW ���
��� ,G�
��� 6HH )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$ &RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG -HII

6KXUHQ� 0�'�� VXSUD QRWH ����
��� 6HH LG�
��� 6HH VXSUD 6HFWLRQ ,,,�%���
��� 6HH )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$ &RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG -HII

6KXUHQ� 0�'�� VXSUD QRWH ����
��� 6HH LG�
��� 6HH LG�
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ZKR FDOOHG WKH WHQ�\HDU WKUHVKROG ³DQ DUELWUDU\ H[FOXVLRQ FULWHULRQ�́ ��� :KLOH WKLV
VXJJHVWLRQ SURPRWHV QHZHU SUHGLFDWHV� LW OLNHO\ GRHV QRW HQVXUH WKDW DOO QHZO\
FOHDUHG GHYLFHV DUH UHDVRQDEO\ VDIH DQG HIIHFWLYH�

7KH )'$¶V VHFRQG JRDO LV WR FRQWLQXH WKH HIIRUWV RI ³XS�FODVVLI\LQJ´ PHGLFDO
GHYLFHV� ³8S�FODVVLI\LQJ´ PHDQV WKDW WKH DJHQF\ UH�DVVLJQV D PHGLFDO GHYLFH WR
&ODVV ,,, DQG UHTXLUHV 30$ LI WKH GHYLFH UDLVHV FRQVLGHUDEOH VDIHW\ FRQFHUQV����
7KH )'$ KDV DOUHDG\ XS�FODVVLILHG VRPH SUHYLRXVO\ ����N��FOHDUHG GHYLFHV WR
&ODVV ,,, VR WKDW WKHVH GHYLFHV FDQ QR ORQJHU EH SXW RQ WKH PDUNHW WKURXJK WKH
����N� SDWKZD\���� ([DPSOHV LQFOXGH PHWDO�RQ�PHWDO KLS LPSODQWV� DXWRPDWHG
H[WHUQDO GHILEULOODWRUV� DQG YDJLQDO PHVK IRU WKH WUHDWPHQW RI SHOYLF RUJDQ
SURODSVH���� )URP ���� WR ����� WKH )'$ XS�FODVVLILHG D WRWDO RI DSSUR[LPDWHO\
����� PHGLFDO GHYLFHV����

7KH )'$ LV DZDUH WKDW XS�FODVVLI\LQJPHGLFDO GHYLFHV LV UHVRXUFH� DQG WLPH�
LQWHQVLYH� DQG WKXV HVWDEOLVKHG D WKLUG JRDO� ILQDOL]LQJ JXLGDQFH HVWDEOLVKLQJ DQ
DOWHUQDWLYH ����N� SDWKZD\���� ,Q LWV 0HGLFDO 'HYLFH 6DIHW\$FWLRQ 3ODQ� WKH )'$
GLVFXVVHG WKH SODQ WR ³HVWDEOLVK D YROXQWDU\� PRUH PRGHUQ ����N� SDWKZD\ IRU
GHPRQVWUDWLRQ RI VDIHW\ DQG HIIHFWLYHQHVV IRU FHUWDLQ PRGHUDWH ULVN GHYLFHV�́ ���

8QGHU WKLV SODQ� PDQXIDFWXUHUV RI SDUWLFXODUO\ ZHOO�XQGHUVWRRG GHYLFH W\SHV FDQ
XVH REMHFWLYHVDIHW\DQGSHUIRUPDQFHFULWHULDUHFRJQL]HG RU HVWDEOLVKHG E\WKH )'$
WR GHPRQVWUDWH VXEVWDQWLDO HTXLYDOHQFH���� ,Q SDUWLFXODU� WKLV QHZSDWKZD\ DLPV WR
SURYLGH PRUH GLUHFW HYLGHQFH RI WKH SHUIRUPDQFH DQG VDIHW\ RI DPHGLFDO GHYLFH����

7KH DJHQF\ DFKLHYHG LWV JRDO DQG ILQDOL]HG LWV JXLGDQFH ³6DIHW\ DQG
3HUIRUPDQFH %DVHG 3DWKZD\´ LQ 6HSWHPEHU �������� 7KH QHZ SDWKZD\ LV RSWLRQDO
DQG DQ H[SDQVLRQ RI WKH FRQFHSW RI WKH $EEUHYLDWHG ����N� 3URJUDP IRU

��� $QD0XOHUR� )'$¶V 3URSRVDO WR /LPLW 'HYLFH 3UHGLFDWHV )DLOV WR *DUQHU ,QGXVWU\ 6XSSRUW�
5(*8/� )2&86 �0D\ ��� ������ KWWSV���ZZZ�UDSV�RUJ�QHZV�DQG�DUWLFOHV�QHZV�DUWLFOHV��������IG DV �
SURSRVDO�WR�OLPLW�GHYLFH�SUHGLFDWHV�IDLOV�WR�

��� 6HH )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$ &RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG -HII
6KXUHQ� 0�'�� VXSUD QRWH ����

��� 6HH LG�
��� ,G� )RU IXUWKHU LQIRUPDWLRQ RQ WKH VDIHW\ VFDQGDO RI PHWDO�RQ�PHWDO KLS LPSODQWV� VHH %UHQW

0�$UGDXJK� 7KH����N� $QFHVWU\ RI D0HWDO�RQ�0HWDO +LS ,PSODQW� ��� 1(:(1*�-�0('� �� �������
��� 6HH )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$ &RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG -HII

6KXUHQ� 0�'�� VXSUD QRWH ����
��� 6HH LG�
��� 8�6� )22' 	 '58* $'0,1�� 0(',&$/ '(9,&( 6$)(7< $&7,21 3/$1� 3527(&7,1*

3$7,(176� 352027,1* 38%/,&+($/7+ �� ������� KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG�
��� 6HH LG� DW �� )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$&RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG

-HII 6KXUHQ� 0�'�� VXSUD QRWH ����
��� 6HH )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$ &RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG -HII

6KXUHQ� 0�'�� VXSUD QRWH ����
��� 8�6� )22' 	'58* $'0,1�� 6$)(7< $1' 3(5)250$1&( %$6(' 3$7+:$<�*8,'$1&( )25

,1'8675< $1' )22' $1' '58* $'0,1,675$7,21 ������� KWWSV���ZZZ�IGD�JRY�PHGLD�������
�GRZQORDG�
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SDUWLFXODUO\ZHOO�XQGHUVWRRG GHYLFH W\SHV���� 7KH DLP LV WR HQVXUH WKDWQHZGHYLFHV¶
SHUIRUPDQFHFKDUDFWHULVWLFV DUH DVVHVVHG DJDLQVW D VHWRI WUDQVSDUHQW� REMHFWLYH� DQG
ZHOO�YDOLGDWHGSHUIRUPDQFH DQGVDIHW\PHWULFV���� 7KH )'$KDV LVVXHGVHYHUDO ILQDO
DQG GUDIW JXLGDQFH GRFXPHQWV WKDW LGHQWLI\ SHUIRUPDQFH FULWHULD DQG WHVWLQJ
PHWKRGRORJLHV IRU SDUWLFXODU GHYLFH W\SHV� DQG PRUH ZLOO OLNHO\ IROORZ LQ WKH
IXWXUH���� ([DPSOHV RI GHYLFH W\SHV IRU ZKLFK WKH )'$ KDV SXEOLVKHG ILQDO
JXLGDQFH GRFXPHQWV DUH VSLQDO SODWLQJ V\VWHPV���� FRQYHQWLRQDO )ROH\ FDWKHWHUV����
DQG FXWDQHRXV HOHFWURGHV IRU UHFRUGLQJ SXUSRVHV���� 0DQXIDFWXUHUV KDYH WKH RSWLRQ
WR XVH WKH SHUIRUPDQFH FULWHULD VXJJHVWHG LQ WKH ILQDO JXLGDQFH GRFXPHQWV WR
VXSSRUW ³VXEVWDQWLDO HTXLYDOHQFH�´ UDWKHU WKDQ GLUHFWO\ FRPSDULQJ WKHLU PHGLFDO
GHYLFHZLWK WKDWRI D SUHGLFDWH���� 7KH QHZ6DIHW\ DQG 3HUIRUPDQFH%DVHG 3DWKZD\
LV DSSOLFDEOH WR PDQXIDFWXUHUV ZKR LQWHQG WR VXEPLW D ����N� ZKHQ WKUHH
UHTXLUHPHQWV DUH VLPXOWDQHRXVO\ PHW�

��� WKH GHYLFH KDV WKH VDPH LQGLFDWLRQV IRU XVH DV WKH SUHGLFDWH�

��� WKH WHFKQRORJLFDO FKDUDFWHULVWLFV GR QRW UDLVH GLIIHUHQW
TXHVWLRQV RI VDIHW\ DQG HIIHFWLYHQHVV WKDQ WKH SUHGLFDWH� DQG

��� WKH GHYLFH PHHWV DOO WKH )'$�UHFRJQL]HG SHUIRUPDQFH
FULWHULD����

7KH QHZ SDWKZD\ LV FHUWDLQO\ ODXGDEOH DQG VHHPV SURPLVLQJ EXW UDLVHV VRPH
LVVXHV� HVSHFLDOO\ LQ WKH FRQWH[W RI KHDOWK $,� )LUVW� LW LV RQO\ DYDLODEOH IRU WKRVH

��� 6HH LG� DW �� 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\� VXSUD QRWH ���� )RUPRUH LQIRUPDWLRQ
RQ WKH $EEUHYLDWHG ����N� 3URJUDP� VHH VXSUD 6HFWLRQ ,,,�$�

��� )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$&RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG -HII 6KXUHQ�
0�'�� 'LUHFWRU RI WKH &HQWHU IRU 'HYLFHV DQG 5DGLRORJLFDO +HDOWK� RQ /DWHVW 6WHSV WR 6WUHQJWKHQ
)'$¶V ����N� 3URJUDP IRU 3UHPDUNHW 5HYLHZ RI 0HGLFDO 'HYLFHV �-DQ� ��� ������ KWWSV���ZZZ�IGD
�JRY�QHZV�HYHQWV�SUHVV�DQQRXQFHPHQWV�VWDWHPHQW�IGD�FRPPLVVLRQHU�VFRWW�JRWWOLHE�PG�DQG�MHII�
VKXUHQ�PG�GLUHFWRU�FHQWHU�GHYLFHV�DQG���

��� 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\� VXSUD QRWH ����
��� 8�6� )22' 	 '58* $'0,1�� 63,1$/ 3/$7,1* 6<67(06 ± 3(5)250$1&( &5,7(5,$ )25

6$)(7< $1' 3(5)250$1&( %$6(' 3$7+:$<� *8,'$1&( )25 ,1'8675< $1' )22' $1' '58*
$'0,1,675$7,21 67$)) ������� KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG�

��� 8�6� )22' 	'58* $'0,1�� &219(17,21$/ )2/(< &$7+(7(56 ± 3(5)250$1&( &5,7(5,$
)25 6$)(7< $1' 3(5)250$1&( %$6(' 3$7+:$<� *8,'$1&( )25 ,1'8675< $1' )22' $1' '58*
$'0,1,675$7,21 67$)) ������� KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG�

��� 8�6� )22' 	 '58* $'0,1�� &87$1(286 (/(&752'(6 )25 5(&25',1* 385326(6 ±
3(5)250$1&( &5,7(5,$ )25 6$)(7< $1' 3(5)250$1&( %$6(' 3$7+:$<�*8,'$1&( )25 ,1'8675<
$1' )22' $1' '58* $'0,1,675$7,21 67$)) ������� KWWSV���ZZZ�IGD�JRY�PHGLD�������
�GRZQORDG�

��� 6HH� H�J�� LG� DW ��
��� 6HH 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\� VXSUD QRWH ���� VXSUD 6HFWLRQ ,,,�$�
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GHYLFH W\SHV IRU ZKLFK WKH )'$ KDV LGHQWLILHG SHUIRUPDQFH FULWHULD�$OWKRXJK WKH
)'$ DLPV WR SXEOLVK PRUH JXLGDQFH GRFXPHQWV LGHQWLI\LQJ SHUIRUPDQFH FULWHULD
IRU DGGLWLRQDO GHYLFH W\SHV� WKLV SDWKZD\ WDUJHWV WKRVH WKDW DUH ³ZHOO�XQGHUVWRRG�́
$,�EDVHG PHGLFDO GHYLFHV DUH QHZHU SURGXFWV WKDW KDYH RQO\ HQWHUHG WKH 8�6�
PDUNHW LQ UHFHQW \HDUV� 7KHUH UHPDLQV PXFK WR OHDUQ DERXW KHDOWK $,� LQFOXGLQJ WKH
RSWLPDOGDWD WR XVH WR WUDLQ WKHPRGHO� 7KXV� LW LV XQOLNHO\ WKDW WKH )'$ZLOO LGHQWLI\
SHUIRUPDQFH FULWHULD DQG SXEOLVK FRUUHVSRQGLQJ JXLGDQFH GRFXPHQWV IRU $,�EDVHG
PHGLFDO GHYLFH W\SHV LQ WKH QHDU IXWXUH� $V D UHVXOW� WKH QHZ 6DIHW\ DQG
3HUIRUPDQFH %DVHG 3DWKZD\ ZLOO OLNHO\ QRW EH DSSOLFDEOH WR $,�EDVHG PHGLFDO
GHYLFHV LQ WKH QH[W \HDUV�

6HFRQG� HYHQ LI VXFK JXLGDQFH GRFXPHQWV IRU FHUWDLQ ZHOO�XQGHUVWRRG $,�
EDVHG PHGLFDO GHYLFH W\SHV ZHUH SXEOLVKHG LQ WKH IXWXUH� WKLV QHZ SDWKZD\ LV
YROXQWDU\ DQG WKHUHIRUH PDQXIDFWXUHUV ZRXOG VWLOO KDYH WKH RSWLRQ WR VXEPLW D
7UDGLWLRQDO� 6SHFLDO� RU $EEUHYLDWHG ����N� LQVWHDG� 7KXV� D GLUHFW FRPSDULVRQ RI
WKH SHUIRUPDQFH RI WKHPHGLFDO GHYLFH WR WKDW RI D SUHGLFDWHZRXOG VWLOO EH SRVVLEOH
XQGHU WKH 7UDGLWLRQDO DQG 6SHFLDO ����N� ZLWKRXW WKH DJHQF\¶V GHWHUPLQDWLRQ WKDW
WKH GHYLFH LV DFWXDOO\ VDIH DQG HIIHFWLYH�

2Q -DQXDU\�� ����� GXULQJWKH ODVWZHHNV RI'RQDOG 7UXPS¶V SUHVLGHQF\�WKHQ
+HDOWK DQG +XPDQ 6HUYLFHV 6HFUHWDU\$OH[ $]DU VLJQHG D VXUSULVLQJ QRWLFH WKDW
DLPHG WR PDNH SHUPDQHQW FHUWDLQ UHJXODWRU\ IOH[LELOLWLHV SURYLGHG GXULQJ WKH
&29,'��� SDQGHPLF E\ H[HPSWLQJ SDUWLFXODU PHGLFDO GHYLFHV IURP ����N�
SUHPDUNHW QRWLILFDWLRQ UHTXLUHPHQWV���� 7KLV QRWLFH� SXEOLVKHG LQ WKH )HGHUDO
5HJLVWHU RQ -DQXDU\ ��� ����� H[HPSWHG VHYHQ&ODVV , PHGLFDO GHYLFHV� QDPHO\
GLIIHUHQW W\SHV RI JORYHV� IURP WKH ����N� SUHPDUNHW QRWLILFDWLRQ UHTXLUHPHQW ZLWK
LPPHGLDWH HIIHFW���� 7KH QRWLFH DOVR VXJJHVWHG WR H[HPSW �� &ODVV ,, PHGLFDO
GHYLFHV DQG RQH XQFODVVLILHG PHGLFDO GHYLFH IURP WKH ����N� SUHPDUNHW
QRWLILFDWLRQ UHTXLUHPHQW DQG UHTXHVWHG SXEOLF FRPPHQWV ZLWKLQ VL[W\ GD\V RI
SXEOLFDWLRQ LQ WKH )HGHUDO 5HJLVWHU���� 6HYHUDO RI WKH HLJKW\�WKUHHPHGLFDO GHYLFHV
SURSRVHG WR EH H[HPSW IURP )'$ UHYLHZ FDUU\ RXW WDVNV XVLQJ $,� VXFK DV
FRPSXWHU DVVLVWHG GHWHFWLRQ VRIWZDUH WR KHOS LGHQWLI\ ERQH IUDFWXUHV� UHVSLUDWRU\
LOOQHVVHV� OHVLRQV VXVSLFLRXV IRU FDQFHU� DQG RWKHU PHGLFDO LVVXHV����

7KH QRWLFH MXVWLILHG WKHVH H[HPSWLRQV E\ VWDWLQJ WKDW WKH ����N� SUHPDUNHW

��� 0DNLQJ 3HUPDQHQW 5HJXODWRU\ )OH[LELOLWLHV 3URYLGHG 'XULQJ WKH &29,'��� 3XEOLF +HDOWK
(PHUJHQF\ E\ ([HPSWLQJ &HUWDLQ 0HGLFDO 'HYLFHV )URP 3UHPDUNHW 1RWLILFDWLRQ 5HTXLUHPHQWV �
5HTXHVW IRU ,QIRUPDWLRQ� 5HVHDUFK� $QDO\VLV� DQG 3XEOLF &RPPHQW RQ 2SSRUWXQLWLHV IRU )XUWKHU
6FLHQFH DQG (YLGHQFH�%DVHG 5HIRUP RI 6HFWLRQ ����N� 3URJUDP� �� )HG� 5HJ� ���� �-DQ� ��� ������

��� ,G� DW ����� �����
��� ,G� DW ����� ����±���
��� 6HH LG� DW ����±��� &DVH\ 5RVV� ³6OLSSHU\ 6ORSH 7HUULWRU\´� +HDOWK 2IILFLDOV 3URSRVH

:DLYLQJ 5HJXODWRU\ 5HYLHZ RI 0HGLFDO $, 7RROV� 67$7 �-DQ� ��� ������ KWWSV���ZZZ�VWDWQHZV�FRP
������������VOLSSHU\�VORSH�WHUULWRU\�KHDOWK�RIILFLDOV�SURSRVH�ZDLYLQJ�UHJXODWRU\�UHYLHZ�RI�
PHGLFDO�DL�WRROV�
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QRWLILFDWLRQ ³LV QR ORQJHU QHFHVVDU\ WR DVVXUH WKH VDIHW\ DQG HIIHFWLYHQHVV RI WKRVH
GHYLFHV�´��� $SSDUHQWO\ VXFK GHYLFHV OLVWHG LQ WKH QRWLFH ZHUH DVVRFLDWHG ZLWK QR
RURQO\ IHZDGYHUVH HYHQWV���� +RZHYHU�DGYHUVH HYHQWV DUH WULFN\WR GHWHFW LQPDQ\
$,�EDVHG PHGLFDO GHYLFHV VLQFH WKH\ LQWHUDFW ZLWK SK\VLFLDQV� ,W FDQ WDNH WLPH WR
LGHQWLI\ KHDOWK$, SUREOHPV� VXFK DV KLGGHQ ELDVHV� DQG WKH DEVHQFH RU UDULW\ RI
UHSRUWHG DGYHUVH HYHQWV GRHV QRW PHDQ WKDW WKH GHYLFHV ZRUN DV SURPLVHG���� $V
DUJXHG DERYH DQG EHORZ���� WKH )'$ QHHGV WR WLJKWHQ� UDWKHU WKDQ UHOD[� LWV
RYHUVLJKW RI KHDOWK $, WR DGHTXDWHO\ SURWHFW SDWLHQWV¶ KHDOWK� ,Q DGGLWLRQ� WKLV
SURSRVDO DSSHDUHG WR FRQWUDGLFW D QHZO\ UHOHDVHG $FWLRQ 3ODQ IRU $,�0/�EDVHG
6D0'LVVXHG E\ WKH )'$¶V'LJLWDO+HDOWK &HQWHU RI([FHOOHQFH LQ -DQXDU\��������

,W ZDV XQOLNHO\� KRZHYHU� WKDW WKH %LGHQ$GPLQLVWUDWLRQ ZRXOG IXUWKHU SXUVXH
WKLV SURSRVDO���� ,QGHHG� RQ$SULO ��� ����� WKH 'HSDUWPHQW RI +HDOWK DQG +XPDQ
6HUYLFHV DQG WKH )'$ LVVXHG WZR UHODWHG QRWLFHV LQ WKH )HGHUDO 5HJLVWHU� 7KH ILUVW
QRWLFH UHIHUV WR WKH VHYHQ &ODVV , PHGLFDO GHYLFHV �L�H�� WKH GLIIHUHQW W\SHV RI
JORYHV����� ,W FODULILHV WKDW WKH SUHYLRXV GHWHUPLQDWLRQ WKDW WKHVH GHYLFHV ³QR ORQJHU
UHTXLUH SUHPDUNHW QRWLILFDWLRQ � � � LV IODZHG´ DQG WKDW LW LV DSSURSULDWH WR UHYHUVH
LW���� 7KH VHFRQG QRWLFH ZLWKGUDZV WKH SURSRVHG H[HPSWLRQV IRU WKH HLJKW\�WKUHH
&ODVV ,, PHGLFDO GHYLFHV DQG RQH XQFODVVLILHG PHGLFDO GHYLFH IURP WKH ����N�
SUHPDUNHW QRWLILFDWLRQ UHTXLUHPHQW���� ,W KLJKOLJKWV WKDW WKH 'HSDUWPHQW RI +HDOWK
DQG +XPDQ 6HUYLFHV GLG QRW QRWLI\ WKH )'$ EHIRUH LVVXLQJ WKH -DQXDU\ QRWLFH DQG

��� 0DNLQJ 3HUPDQHQW 5HJXODWRU\ )OH[LELOLWLHV 3URYLGHG 'XULQJ WKH &29,'��� 3XEOLF +HDOWK
(PHUJHQF\ E\ ([HPSWLQJ &HUWDLQ 0HGLFDO 'HYLFHV )URP 3UHPDUNHW 1RWLILFDWLRQ 5HTXLUHPHQWV� ��
)HG� 5HJ� DW �����

��� 6HH LG� DW ���������� VHH DOVR 5RVV� VXSUD QRWH ��� �TXRWLQJ .DUDQGHHS 6LQJK� ZKR
FULWLFL]HV WKH QRWLFH��

��� 6HH� H�J�� 5RVV� VXSUD QRWH ����
��� 6HH� H�J�� LQIUD 6HFWLRQ ,,,�%���
��� ,G�� 8�6� )22' 	 '58* $'0,1�� $57,),&,$/ ,17(//,*(1&(�0$&+,1( /($51,1* �$,�0/��

%$6(' 62)7:$5( $6 $ 0(',&$/ '(9,&( �6$0'�$&7,21 3/$1 �-DQ� ������ KWWSV���ZZZ�IGD�JRY
�PHGLD��������GRZQORDG� )RU PRUH LQIRUPDWLRQ RQ WKH QHZ $FWLRQ 3ODQ� VHH LQIUD 6HFWLRQ ,9�%���
7KLV DOVR XQGHUVFRUHV WKH TXHVWLRQ DERXW ZKHWKHU WKH )'$ VKRXOG EHFRPH DQ LQGHSHQGHQW IHGHUDO
DJHQF\ GLVWLQFW IURP WKH 'HSDUWPHQW RI +HDOWK DQG +XPDQ 6HUYLFHV� 6HH� H�J�� (OL <� $GDVKL HW DO��
:KHQ 6FLHQFH DQG 3ROLWLFV &ROOLGH� (QKDQFLQJ WKH )'$� ��� 6&,� ���� ��� ������� +ROO\ )HUQDQGH]
/\QFK� 6WHYHQ -RIIH 	 0DWWKHZ 6� 0F&R\� 7KH /LPLWV RI $FFHSWDEOH 3ROLWLFDO ,QIOXHQFH 2YHU WKH
)'$� �� 1$785( 0('� ���� ��� �������

��� 6HH� H�J�� 5RVV� VXSUD QRWH �� 5RVV� VXSUD QRWH ���� 5RQDOG $� .ODLQ� 5HJXODWRU\ )UHH]H
3HQGLQJ 5HYLHZ� :+,7( +286( �-DQ� ��� ������ KWWSV���ZZZ�ZKLWHKRXVH�JRY�EULHILQJ�URRP
�SUHVLGHQWLDO�DFWLRQV������������UHJXODWRU\�IUHH]H�SHQGLQJ�UHYLHZ�

��� 0HGLFDO 'HYLFHV� &ODVV , 6XUJHRQ¶V DQG 3DWLHQW ([DPLQDWLRQ *ORYHV� �� )HG� 5HJ� �����
�$SU� ��� ������

��� ,G� DW ������ ������
��� 0DNLQJ 3HUPDQHQW 5HJXODWRU\ )OH[LELOLWLHV 3URYLGHG 'XULQJ WKH &29,'��� 3XEOLF +HDOWK

(PHUJHQF\ E\ ([HPSWLQJ &HUWDLQ 0HGLFDO 'HYLFHV )URP 3UHPDUNHW 1RWLILFDWLRQ 5HTXLUHPHQWV �
:LWKGUDZDO RI 3URSRVHG ([HPSWLRQV� �� )HG� 5HJ� ����� �$SU� ��� ������
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WKDW WKH SURSRVDO E\ WKH 7UXPS $GPLQLVWUDWLRQ ZDV PDGH ³ZLWKRXW DGHTXDWH
VFLHQWLILF VXSSRUW�́ ��� %RWK $SULO QRWLFHV DUH WR EH ZHOFRPHG DQG HPSKDVL]H WKH
LPSRUWDQFH RI UHJXODWLRQ WR HQVXUH WKH VDIHW\ DQG HIIHFWLYHQHVV RI PHGLFDO GHYLFHV�
LQFOXGLQJ WKRVH EDVHG RQ$,�

�� 3URSRVDO IRU D )XWXUH5HJXODWRU\ )UDPHZRUN IRU 3UHPDUNHW 5HYLHZ RI
0HGLFDO 'HYLFHV� ,QFOXGLQJ $,�%DVHG0HGLFDO 'HYLFHV

,I WKH 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\ LV IRXQG WR EH HIIHFWLYH� WKH
)'$VKRXOG UHSODFHWKH7UDGLWLRQDO� 6SHFLDO� DQG$EEUHYLDWHG����N�ZLWK WKH QHZ
6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\ HQWLUHO\� WKXV PDNLQJ LW WKH RQO\ DYDLODEOH
����N� SDWKZD\ IRU HOLJLEOH PHGLFDO GHYLFHV� LQFOXGLQJ $,�EDVHG PHGLFDO
GHYLFHV���� +DYLQJ RQO\ RQH ����N� SDWKZD\²DORQJVLGH WKH RWKHU SUHPDUNHW
SDWKZD\V VXFK DV 'H 1RYR DQG 30$²ZRXOG DOVR PDNH WKH SURFHVV PRUH
VWUHDPOLQHG IRUPDQXIDFWXUHUV� ,Q SDUWLFXODU� WKH$EEUHYLDWHG ����N�KDV EHHQXVHG
RQO\ UDUHO\ LQ WKH SDVW���� DQG WKXV NHHSLQJ LW LQ DGGLWLRQ WR WKH QHZ 6DIHW\ DQG
3HUIRUPDQFH %DVHG 3DWKZD\ ZRXOG RQO\ PDNH WKH SURFHVV XQQHFHVVDULO\
FRPSOLFDWHG�

,QGHHG� LW VHHPV WKDW WKH )'$PD\ EH RSHQ WR WKLV SURSRVDO� ,Q LWV 1RYHPEHU
���� VWDWHPHQW� WKH )'$ PHQWLRQHG WKDW LWV JRDO LV WR PDNH WKH 6DIHW\ DQG
3HUIRUPDQFH %DVHG 3DWKZD\ ³WKH SULPDU\ SDWKZD\ IRU GHYLFHV HOLJLEOH IRU ����N�
UHYLHZ�´��� 7KH )'$ DOVR VDLG WKDW WKH DJHQF\ ZRXOG OLNH ³WKLV HIILFLHQW QHZ
SDWKZD\ WR HYHQWXDOO\ VXSSODQW WKH SUDFWLFH RI PDQXIDFWXUHUV FRPSDULQJ WKHLU QHZ
GHYLFH WHFKQRORJLFDOO\ WR D VSHFLILF� DQG VRPHWLPHV ROG� SUHGLFDWH GHYLFH�´���

0\ SURSRVDO WR PDNH WKH QHZ 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\ WKH
RQO\ DSSOLFDEOH SDWKZD\ IRU ����N��HOLJLEOH PHGLFDO GHYLFHV� LQFOXGLQJ$,�EDVHG
PHGLFDO GHYLFHV� ZRXOG DOVR UHTXLUH WKDW WKH FXUUHQW 'H 1RYR SDWKZD\ EH
PRGLILHG� )RU H[DPSOH� LW ZLOO SUREDEO\ WDNH VHYHUDO PRUH \HDUV IRU WKH )'$ WR
LGHQWLI\ SHUIRUPDQFH FULWHULD IRU VRPH �XQOLNHO\ DOO� $,�EDVHG PHGLFDO GHYLFH
W\SHV� DQG HYHQ LI WKH )'$ LGHQWLILHG VXFK FULWHULD� VRPH GHYLFHV ZRXOG SHUKDSV
QRW EH DEOH WR PHHW DOO RI WKH LGHQWLILHG SHUIRUPDQFH FULWHULD� 7KH VFRSH RI WKH 'H
1RYR SDWKZD\VKRXOGWKXV EH H[SDQGHG WR DOVR FRYHU WKRVHQHZGHYLFHV WKDWZRXOG
QRW EH DSSURSULDWH IRU WKH QHZ 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\�
&RQVHTXHQWO\� WKH 'H 1RYR SDWKZD\ FRXOG EH DSSOLFDEOH LQ WZR FLUFXPVWDQFHV�
)LUVW� DV LV FXUUHQWO\ WKH FDVH� IRU QRYHO PHGLFDO GHYLFHV RI ORZ WR PRGHUDWH ULVN�

��� ,G� DW ������
��� 6HH LQIUD )LJXUH ��
��� 5DWKL 	 5RVV� VXSUD QRWH ���� DW �����
��� )'$ 6WDWHPHQW� 6WDWHPHQW )URP )'$&RPPLVVLRQHU 6FRWW *RWWOLHE� 0�'� DQG -HII 6KXUHQ�

0�'�� VXSUD QRWH ����
��� ,G�
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IRU ZKLFK WKHUH LV QR SUHGLFDWH���� 6HFRQG� IRU ORZ DQG PRGHUDWH ULVN PHGLFDO
GHYLFHV WKDW KDYH D SUHGLFDWH� EXW ZKHUH WKH QHZ ����N� 6DIHW\ DQG 3HUIRUPDQFH
%DVHG 3DWKZD\ LV QRW DSSOLFDEOH EHFDXVH WKH )'$ KDV� IRU H[DPSOH� QRW LGHQWLILHG
SHUIRUPDQFH FULWHULD IRU WKH UHVSHFWLYH GHYLFH W\SH����

7KH )'$ ZRXOG QHHG WR GHVLJQ WKH H[DFW GLIIHUHQWLDWLRQ FULWHULD EHWZHHQ WKH
����N� 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\ DQG WKH'H 1RYR SDWKZD\� VXFK DV
WKHLU SUHFLVH VFRSH� GHWDLOHG UHTXLUHPHQWV IRU VXEPLVVLRQ� HWF� $V ZLWK WKH FXUUHQW
UHJXODWRU\ IUDPHZRUN� WKH PDMRULW\ RI &ODVV , PHGLFDO GHYLFHV DQG VRPH &ODVV ,,
PHGLFDO GHYLFHV FDQ VWLOO EH H[HPSW IURP WKH ����N� SUHPDUNHW QRWLILFDWLRQ
UHTXLUHPHQW DV ORQJ DV WKH H[HPSWLRQV DUH PDGH ZLWK DGHTXDWH VFLHQWLILF VXSSRUW�
&RQJUHVV VKRXOG DOVR HQDFW OHJLVODWLRQ VR WKDW WKH VXJJHVWHG QHZ UHJXODWRU\
IUDPHZRUN IRU SUHPDUNHW UHYLHZRI PHGLFDO GHYLFHV� LQFOXGLQJ$,�EDVHG PHGLFDO
GHYLFHV� FRXOG EH LPSOHPHQWHG����

��� 6HH VXSUD 6HFWLRQ ,,,�$�
��� 6HH LQIUD )LJXUH ��
��� 6HH LQIUD )LJXUH ��
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)LJXUH �� 3URSRVDO IRU D )XWXUH5HJXODWRU\ )UDPHZRUN IRU 3UHPDUNHW 5HYLHZ
RI 0HGLFDO 'HYLFHV� ,QFOXGLQJ$,�%DVHG0HGLFDO 'HYLFHV

7KH OHIW FROXPQ VKRZV WKH WUDGLWLRQDO SUHPDUNHW SDWKZD\V²L�H�� ����N�
3UHPDUNHW 1RWLILFDWLRQ� 30$� 'H 1RYR &ODVVLILFDWLRQ 5HTXHVW� DQG +'(� 7KH
QHZ IUDPHZRUN ZRXOG RQO\ KDYH RQH ����N� 3DWKZD\²L�H�� WKH 6DIHW\ DQG
3HUIRUPDQFH %DVHG 3DWKZD\� 7KH QHZ PRGLILHG 'H 1RYR SDWKZD\ ZRXOG DOVR
DSSO\ LQ FDVHV ZKHUH D ORZ RU PRGHUDWH ULVN GHYLFHZRXOG KDYH D SUHGLFDWH� EXW
ZKHUH WKH ����N� 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\ZRXOG QRW EH DSSOLFDEOH
GXH WR� IRU H[DPSOH� ODFNRI )'$�LGHQWLILHG SHUIRUPDQFH FULWHULD� 7KH ULJKW FROXPQ
VKRZV WKH 6RIWZDUH 3UH�&HUW 3URJUDP WKDW ZRXOG H[LVW DORQJVLGH WKH WUDGLWLRQDO
SUHPDUNHW SDWKZD\V����

��� 6HH LQIUD 6HFWLRQ ,,,�&�
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&� 7KH 1HZ 6RIWZDUH 3UH�&HUW 3URJUDP

�� 2YHUYLHZ

7KH )'$ LV FXUUHQWO\ FDUU\LQJ RXW D QLQH�FRPSDQ\ 3LORW 3URJUDP� ODXQFKHG
LQ ����� WR H[SORUH KRZ WR EHVW HVWDEOLVK WKH VR�FDOOHG ³6RIWZDUH 3UHFHUWLILFDWLRQ
�3UH�&HUW� 3URJUDP�´��� &RPSDQLHV WKDW DUH LQYROYHG LQ WKH WHVWLQJ SKDVH LQFOXGH
-RKQVRQ 	 -RKQVRQ� $SSOH� 5RFKH� 6DPVXQJ� DQG *RRJOH¶V VLVWHU�FRPSDQ\
9HULO\���� 7KLV 3URJUDPDLPV WR KHOS WKH DJHQF\ GHYHORS D IXWXUH UHJXODWRU\PRGHO
IRU VRIWZDUH�EDVHGPHGLFDO GHYLFHV���� 7KH ILUVW YHUVLRQ RI WKH 6RIWZDUH 3UH�&HUW
3URJUDP LV OLPLWHG WR 6D0'� +RZHYHU� LI WKH WHVWLQJ VKRZV WKDW WKH 3URJUDPFRXOG
DOVR EH OHYHUDJHG IRU 6L0' RU RWKHU VRIWZDUH WKDW DUH DFFHVVRULHV WR KDUGZDUH
PHGLFDO GHYLFHV� WKH )'$ ZLOO OLNHO\ H[SDQG WKH 3URJUDP����

7KH 6RIWZDUH 3UH�&HUW 3URJUDP LV GHVLJQHG DV D YROXQWDU\ SDWKZD\���� ,W
ZRXOG DSSO\ WR PDQXIDFWXUHUV RI 6D0' WKDW ZRXOG EH ³SUHFHUWLILHG´²L�H�� WKH\
ZRXOG KDYH GHPRQVWUDWHG D FXOWXUH RI TXDOLW\ DQG RUJDQL]DWLRQDO H[FHOOHQFH²DQG
ZRXOG KDYH DJUHHG WR PRQLWRU WKH UHDO�ZRUOG SHUIRUPDQFH RI WKHLU GHYLFHV RQFH
WKH\ DUH ODXQFKHGRQ WKH8�6�PDUNHW���� 7KH QHZUHJXODWRU\PRGHODLPV WR SURYLGH
PRUH HIILFLHQW DQG VWUHDPOLQHG UHJXODWRU\ RYHUVLJKW RI 6D0' DQG WR SURPRWH
LQQRYDWLRQ RI GLJLWDO KHDOWK WHFKQRORJLHV����

$ NH\ FRPSRQHQW RI WKH 6RIWZDUH 3UH�&HUW 3URJUDP ZRXOG EH WKDW WKH )'$
RU DQ )'$�DFFUHGLWHG WKLUG�SDUW\ ZRXOG SHUIRUP DQ ([FHOOHQFH $SSUDLVDO����
&RPSDQLHV ZRXOG QHHG WR EH JUDQWHG D SUHFHUWLILFDWLRQ VWDWXV EHIRUH EHLQJ HOLJLEOH
IRU WKLV SDWKZD\� 7KH\ ZRXOG QHHG WR GHPRQVWUDWH D FXOWXUH RI TXDOLW\ DQG
RUJDQL]DWLRQDO H[FHOOHQFH���� $W WKH PRPHQW� WKH )'$ HQYLVLRQV WKH ([FHOOHQFH

��� 'LJLWDO +HDOWK 6RIWZDUH 3UHFHUWLILFDWLRQ �3UH�&HUW� 3URJUDP� 8�6� )22' 	'58* $'0,1�
�0D\ �� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�GLJLWDO�KHDOWK�GLJLWDO�KHDOWK�VRIWZDUH�
SUHFHUWLILFDWLRQ�SUH�FHUW�SURJUDP�

��� ,G�
��� ,G�
��� ,G�� 8�6� )22' 	'58* $'0,1�� '(9(/23,1* $ 62)7:$5( 35(&(57,),&$7,21 352*5$0�$

:25.,1* 02'(/ �� �� �-DQXDU\ ������ KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG� )RU WKH
GHILQLWLRQ RI 6D0' DQG 6L0'� VHH VXSUD 6HFWLRQ ,,�$�

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���� DW ��
��� ,G� DW �� ���'LJLWDO +HDOWK 6RIWZDUH 3UHFHUWLILFDWLRQ �3UH�&HUW� 3URJUDP� VXSUD QRWH ����
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���� DW �� 'LJLWDO +HDOWK 6RIWZDUH 3UHFHUWLILFDWLRQ

�3UH�&HUW� 3URJUDP� VXSUD QRWH ���� 3UHFHUWLILFDWLRQ �3UH�&HUW� 3LORW 3URJUDP� )UHTXHQWO\ $VNHG
4XHVWLRQV� 8�6� )22' 	 '58* $'0,1� �6HSW� ��� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV
�GLJLWDO�KHDOWK�VRIWZDUH�SUHFHUWLILFDWLRQ�SUH�FHUW�SURJUDP�SUHFHUWLILFDWLRQ�SUH�FHUW�SLORW�SURJUDP�
IUHTXHQWO\�DVNHG�TXHVWLRQV�

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���� DW ��±��� )RU PRUH LQIRUPDWLRQ RQ QRQ�)'$
FHUWLILHUV� VHH &RUWH]� VXSUD QRWH ��� DW �� �DUJXLQJ WKDW LW LV D JHQXLQH LQQRYDWLRQ DW WKH )'$��

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���� DW ��±���
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$SSUDLVDO WR EH EDVHG RQ ILYH ([FHOOHQFH 3ULQFLSOHV�

��� SDWLHQW VDIHW\�

��� SURGXFW TXDOLW\�

��� FOLQLFDO UHVSRQVLELOLW\�

��� F\EHUVHFXULW\ UHVSRQVLELOLW\� DQG

��� SURDFWLYH FXOWXUH����

&RPSDQLHV WKDW GHPRQVWUDWH H[FHOOHQFH LQ SURGXFW GHYHORSPHQW LQ DOO ILYH
([FHOOHQFH 3ULQFLSOHV ZRXOG DGGLWLRQDOO\ EH FDWHJRUL]HG LQWR RQH RI WZR
SUHFHUWLILFDWLRQ OHYHOV���� /HYHO � 3UH�&HUW ZRXOG EH JUDQWHG WR FRPSDQLHV WKDW
KDYH OLPLWHG RU QR H[SHULHQFH LQ GHOLYHULQJ 6D0'���� /HYHO � 3UH�&HUW ZRXOG EH
DZDUGHG WR FRPSDQLHV WKDW KDYH D SURYHQ WUDFN UHFRUG LQ GHYHORSLQJ� SURYLGLQJ�
DQG PDLQWDLQLQJ VDIH DQG HIIHFWLYH 6D0'����

2QFH FRPSDQLHV DUH JUDQWHG SUHFHUWLILFDWLRQ VWDWXV� WKH\ ZRXOG EH DEOH WR
EULQJ WKHLU 6D0' ZLWK D VWUHDPOLQHG SUHPDUNHW UHYLHZ RU ZLWKRXW DQ\ SUHPDUNHW
UHYLHZ WR WKH 8�6� PDUNHW� :KHWKHU D VWUHDPOLQHG SUHPDUNHW UHYLHZ ZRXOG EH
UHTXLUHG ZRXOG GHSHQG RQ WKH ULVN FDWHJRUL]DWLRQ RI WKHLU 6D0' DQG WKHLU
SUHFHUWLILFDWLRQ OHYHO���� 7KH )'$ LV GHWHUPLQLQJ WKH LQIRUPDWLRQ QHHGHG IRU D
VWUHDPOLQHG SUHPDUNHW UHYLHZ���� 7KH JRDO LV WR DOORZ IDVWHU PDUNHW DFFHVV ZKLOH
VLPXOWDQHRXVO\ HQVXULQJ VDIHW\ DQG HIIHFWLYHQHVV����

7R GHWHUPLQH WKH ULVN OHYHO RI WKH SURGXFW� WKH )'$ HQYLVLRQV OHYHUDJLQJ WKH
,0'5) IUDPHZRUN IRU ULVN FDWHJRUL]DWLRQ RI 6D0'���� 6D0'ZLWK D ULVN OHYHO ,
ZRXOG QRW QHHG WR XQGHUJR DQ\ )'$ SUHPDUNHW UHYLHZ�+LJK ULVN 6D0' ZLWK D
ULVN OHYHO ,,, RU ,9 ZRXOG QHHG WR XQGHUJR D SUHPDUNHW UHYLHZ EXW D VWUHDPOLQHG
YHUVLRQ� 5LVN OHYHO ,, 6D0' FRXOG EH EURXJKW WR PDUNHW ZLWK QR SUHPDUNHW UHYLHZ
RU D VWUHDPOLQHG RQH GHSHQGLQJ RQ WKH SUHFHUWLILFDWLRQ OHYHO RI WKH UHVSHFWLYH
FRPSDQ\� ,I WKH FRPSDQ\ ZHUH DZDUGHG D /HYHO � 3UH�&HUW� WKHQ D VWUHDPOLQHG
SUHPDUNHW UHYLHZ ZRXOG EH QHFHVVDU\� +RZHYHU� LI WKH FRPSDQ\ZHUH JUDQWHG D
/HYHO � 3UH�&HUW� WKHQ LWV SURGXFW ZRXOG QRW QHHG WR XQGHUJR DQ\ )'$ SUHPDUNHW
UHYLHZ� )LJXUH � JLYHV DQ RYHUYLHZ RI ZKLFK 6D0' ZRXOG QHHG WR XQGHUJR D

��� ,G� DW ��� 'LJLWDO +HDOWK 6RIWZDUH 3UHFHUWLILFDWLRQ �3UH�&HUW� 3URJUDP� VXSUD QRWH ����
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���� DW ���
��� ,G�
��� ,G�
��� ,G� DW ���
��� ,G� DW ��±��� 'LJLWDO +HDOWK 6RIWZDUH 3UHFHUWLILFDWLRQ �3UH�&HUW� 3URJUDP� VXSUD QRWH ����
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���� DW ���
��� ,G� DW ��±��� )RUPRUH LQIRUPDWLRQ RQ WKH ,0'5) IUDPHZRUN� VHH VXSUD 6HFWLRQ ,,�%���
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VWUHDPOLQHG SUHPDUNHW UHYLHZRU QR SUHPDUNHW UHYLHZDW DOO�

)LJXUH �� 6D0' 5LVN &DWHJRUL]DWLRQ'HYHORSHG E\ WKH ,0'5)��� �PRGLILHG WR
UHIOHFW ZKHWKHU DQ 6D0' IURPD SUHFHUWLILHG FRPSDQ\ZRXOG QHHG WR XQGHUJR

)'$ SUHPDUNHW UHYLHZ XQGHU WKH 6RIWZDUH 3UH�&HUW 3URJUDP�

$Q 6D0' WKDW IDOOV ZLWKLQ RQH RI WKH JUHHQ ER[HVZRXOG QRW QHHG WR XQGHUJR
DQ\ )'$ SUHPDUNHW UHYLHZ� +RZHYHU� D VWUHDPOLQHG SUHPDUNHW UHYLHZ ZRXOG EH
UHTXLUHG IRU DQ 6D0' WKDW IDOOV ZLWKLQ RQH RI WKH UHG ER[HV� $Q 6D0' WKDW IDOOV
ZLWKLQ RQH RI WKH RUDQJH ER[HV ZRXOG QHHG WR XQGHUJR D VWUHDPOLQHG )'$
SUHPDUNHW UHYLHZ LI WKH FRPSDQ\ ZHUH /HYHO � SUHFHUWLILHG� ,Q FRQWUDVW� LI WKH
FRPSDQ\ ZHUH /HYHO � SUHFHUWLILHG� DQ 6D0' WKDW IDOOV ZLWKLQ WKH RUDQJH ER[HV
ZRXOG QRW QHHG WR XQGHUJR )'$ SUHPDUNHW UHYLHZ�

7KH )'$ HQYLVLRQV DSSO\LQJ D 7RWDO 3URGXFW /LIHF\FOH �73/&� DSSURDFK����
2QFH WKH 6D0'ZHUH PDUNHWHG ZLWKLQ WKH8�6�� WKH SUHFHUWLILHG FRPSDQLHV ZRXOG
PRQLWRU WKHLU UHDO�ZRUOG SHUIRUPDQFH���� 7KH )'$¶V DSSURDFK DLPV WR HQVXUH WKDW
6D0' DUH VDIH DQG HIIHFWLYH GXULQJ WKHLU HQWLUH OLIH F\FOH²IURP SUHPDUNHW
GHYHORSPHQW WR SRVWPDUNHW SHUIRUPDQFH����

�� $QDO\VLV

7KH FXUUHQW 3UH�&HUW 3LORW 3URJUDP LV D VHQVLEOH DSSURDFK WR DVVHVV ZKHWKHU
WKH QHZ UHJXODWRU\ PRGHO IRU6D0' DVVXUHV WKDW WKH GHYLFHV DUH UHDVRQDEO\ VDIH
DQG HIIHFWLYH�7KH 3UH�&HUW3LORW3URJUDPSURYLGHV WKH RSSRUWXQLW\ WR ILQH�WXQHWKH
3URJUDP DQG WR VROYHPDQ\ RSHQ TXHVWLRQV� )RU H[DPSOH�ZKDW ZRXOG KDSSHQ LI D

��� ,17¶/ 0('�'(9,&( 5(*8/6� )�� VXSUD QRWH ��� DW ���
��� )RU PRUH LQIRUPDWLRQ RQ WKH 73/& DSSURDFK� VHH 8�6� )22' 	 '58* $'0,1�� VXSUD QRWH

���� DW ��±���
��� 'LJLWDO +HDOWK 6RIWZDUH 3UHFHUWLILFDWLRQ �3UH�&HUW� 3URJUDP� VXSUD QRWH ���� )RU PRUH

LQIRUPDWLRQ RQ UHDO�ZRUOG SHUIRUPDQFH� VHH 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���� DW ��±���
��� 8�6� )22' 	 '58* $'0,1�� VXSUD QRWH ���� DW ��� 7R WKH XSGDWH SUREOHP� VHH LQIUD

6HFWLRQ ,9�%�
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SUHFHUWLILHG FRPSDQ\ ZHUH DFTXLUHG E\ DQRWKHU FRPSDQ\" $OUHDG\ GXULQJ WKH
WHVWLQJ SKDVH� )LWELW� RQH RI WKH QLQH SDUWLFLSDWLQJ FRPSDQLHV LQ WKH 3LORW� ZDV
DFTXLUHG E\*RRJOH IRU ���� ELOOLRQ���� 7KH )'$ KDV LQGLFDWHG WKDW RUJDQL]DWLRQDO
UHVWUXFWXULQJ RU DFTXLVLWLRQ WKDW LPSDFWV WKH DVVHVVHG TXDOLW\ V\VWHP DQG SURFHVVHV
PLJKW WULJJHU WKH QHHG IRU DQ DGGLWLRQDO ([FHOOHQFH $SSUDLVDO����

,W ZLOO EH LQWHUHVWLQJ WR VHH WKH 3UH�&HUW 3LORW 3URJUDP¶V ILQDO UHVXOWV DQG
ZKHWKHU WKLV 3URJUDP WKDW DLPV WR HVWDEOLVK WUXVW DQG OHYHUDJH WUDQVSDUHQF\��� FDQ
HQVXUH WKDW 6D0' ZLOO EH UHDVRQDEO\ VDIH DQG HIIHFWLYH WKURXJKRXW WKHLU OLIH
F\FOH���� 7KLV RUJDQL]DWLRQ�EDVHG DSSURDFK LV XQGRXEWHGO\ DQ H[SHULPHQW ZLWK D
QHZ IRFXV RQ DVVHVVLQJ FRPSDQLHV DQG SURGXFWV� ,W PD\ KROG YDOXDEOH OHVVRQV IRU
RWKHU FRXQWULHV DQG VKRXOG EH FORVHO\ZDWFKHG���� 2QH SRLQW� KRZHYHU� LV FHUWDLQ�
,W LV D FRPSOLFDWHG HQGHDYRU� DQG WKH 3LORW LV DOUHDG\ WDNLQJ ORQJHU WKDQ LQLWLDOO\
H[SHFWHG����

3HUKDSV RQH RI WKH ELJJHVW FKDOOHQJHV WKH DJHQF\ FXUUHQWO\ IDFHV LV KRZ WKH
6RIWZDUH 3UH�&HUW 3URJUDP ZRXOG ILW LQWR WKH FXUUHQW WUDGLWLRQDO SUHPDUNHW
SDWKZD\V²L�H�� ����N�� 30$� 'H 1RYR FODVVLILFDWLRQ UHTXHVW� DQG +'(� )RU WKH
3LORW� WKH )'$ KDV OHYHUDJHG WKH 'H 1RYR SDWKZD\���� 7KH FXUUHQW 3LORW LV UXQQLQJ
LQ SDUDOOHO ZLWK WKH WUDGLWLRQDO 'H 1RYR SDWKZD\� ,I D SUHFHUWLILHG FRPSDQ\ZDQWV
WR SODFH DQ 6D0' RQ WKH 8�6� PDUNHW WKDW LV HOLJLEOH IRU WKH 'H 1RYR SURFHVV� LW
FDQ VXEPLW D ³3UH�&HUW 'H 1RYR´ GXULQJ WKH WHVWLQJ SHULRG� DQG WKH )'$ ZLOO UXQ
D WUDGLWLRQDO 'H 1RYR SDWKZD\ LQ SDUDOOHO���� 7KXV� WKH )'$ FDQ FRPSDUH WKH 3UH�
&HUW'H1RYRZLWK WKH WUDGLWLRQDO'H1RYRDQGGHWHUPLQHVDIHW\DQGHIIHFWLYHQHVV�

��� (ULQ %URGZLQ 	0DULR $JXLODU� 7ZR :D\V )LWELW &RXOG %RRVW *RRJOH¶V +HDOWK $PELWLRQV�
67$7 �-DQ� ��� ������ KWWSV���ZZZ�VWDWQHZV�FRP������������JRRJOH�ILWELW�FOLQLFDO�WULDOV� 5LFN
2VWHUORK� *RRJOH&RPSOHWHV )LWELW $FTXLVLWLRQ� *22*/( �-DQ� ��� ������ KWWSV���EORJ�JRRJOH�SURGXFWV
�GHYLFHV�VHUYLFHV�ILWELW�DFTXLVLWLRQ�

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���� DW ���
��� ,G� DW ��
��� 6HH &RUWH]� VXSUD QRWH ��� DW ��±�� �H[SUHVVLQJ VNHSWLFLVP RI WKH 6RIWZDUH 3UH�&HUW

3URJUDP�� VHH DOVR 7HUU\� VXSUD QRWH ��� DW �� �ZRUU\LQJ DERXW WKH IDFW WKDW WKH 6RIWZDUH 3UH�&HUW
3URJUDP ZLOO OLNHO\ UHPRYH PRUH FRQVXPHU�IDFLQJ GHYLFHV IURP GLUHFW UHJXODWRU\ VFUXWLQ\��

��� *HUNH HW DO�� VXSUD QRWH �� DW ����
��� )RU DQ XSGDWHG WLPHWDEOH� VHH 8�6� )22' 	 '58* $'0,1�� '(9(/23,1* 7+( 62)7:$5(

35(&(57,),&$7,21 352*5$0� 6800$5< 2) /($51,1*6 $1' 21*2,1* $&7,9,7,(6 � �6HSW� ������
KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG�

��� 8�6� )22' 	 '58* $'0,1�� 62)7:$5( 35(&(57,),&$7,21 352*5$0� 5(*8/$725<
)5$0(:25. )25 &21'8&7,1* 7+( 3,/27 352*5$0 :,7+,1 &855(17 $87+25,7,(6 �-DQ� ������
KWWSV���ZZZ�IGD�JRY�PHGLD��������GRZQORDG� VHH DOVR 8�6� )22' 	 '58* $'0,1�� 62)7:$5(
35(&(57,),&$7,21 352*5$0� ���� 7(67 3/$1 �-DQ� ������ KWWSV���ZZZ�IGD�JRY�PHGLD�������
�GRZQORDG �GHVFULELQJ WKH )'$¶V ���� WHVW SODQ��

��� 8�6� )22' 	 '58*� $'0,1�� 62)7:$5( 35(&(57,),&$7,21 352*5$0� ���� 7(67 3/$1�
VXSUD QRWH ���� DW �� �� 8�6� )22' 	 '58* $'0,1�� 62)7:$5( 35(&(57,),&$7,21 352*5$0�
5(*8/$725< )5$0(:25.� VXSUD QRWH ���� DW �� )RUPRUH LQIRUPDWLRQ� VHH 6RIWZDUH 3UHFHUWLILFDWLRQ
3URJUDP ���� 0LG�<HDU 8SGDWH� 8�6� )22' 	 '58* $'0,1� ������� KWWSV���ZZZ�IGD�JRY�PHGLD
��������GRZQORDG�



+($/7+$, )25*22'5$7+(57+$1(9,/" 7+(1((' )25$1(:5(*8/$725<
)5$0(:25.)25$,�%$6('0(',&$/'(9,&(6

���

7R GDWH� WKH 3LORW KDV EHHQ UHVWULFWHG WR 6D0' RI ORZ WR PRGHUDWH ULVN IRU ZKLFK
WKHUH LV QR SUHGLFDWH� DQG WKXV DUH HOLJLEOH IRU WKH'H 1RYR SDWKZD\� 6D0'ZLWK D
SUHGLFDWH DUH QRW FXUUHQWO\ WHVWHG� H[FHSW LI WKH\ DUH HOLJLEOH IRU ����N� XQGHU D
GHYLFH FODVVLILFDWLRQ FUHDWHG E\ WKH 3UH�&HUW 'H 1RYR� 2QO\ LQ WKLV FDVH FRXOG
SUHFHUWLILHG FRPSDQLHV VXEPLW D ³3UH�&HUW ����N�´ GXULQJ WKH 3LORW����

7KH )'$KDV DOUHDG\FRPHXQGHU FULWLFLVPIRU WKH OLPLWHGVFRSHRI WKH 3LORW����
+RZHYHU� LW VHHPV WKDW WKH )'$ GHFLGHG WR LPSOHPHQW WKH 3UH�&HUW 3LORW 3URJUDP
XQGHU WKH 'H 1RYR SDWKZD\ EHFDXVH WKH DJHQF\ UHFHLYHG SXVKEDFN IURP&RQJUHVV
UHJDUGLQJ LWV VWDWXWRU\ DXWKRULW\ WR LPSOHPHQW VXFK D 3URJUDP���� $V D UHVXOW� WKH
)'$ GHFLGHG WR OHYHUDJH WKH 'H 1RYR SDWKZD\ LQ WKH EHOLHI WKDW WKH DJHQF\ FDQ
WHVW WKH 3URJUDP ZLWKLQ LWV FXUUHQW SRZHU���� +RZHYHU� HYHQ ZLWK WKLV OLPLWHG
WHVWLQJ IRUPDW� WKH )'$ KDV EHHQ FULWLFL]HG E\ VFKRODUV DQG RWKHUV IRU H[FHHGLQJ
LWV VWDWXWRU\ DXWKRULW\ E\ LPSOHPHQWLQJ WKH 3UH�&HUW 3LORW 3URJUDP XQGHU WKH 'H
1RYR 3DWKZD\����

%DNXO 3DWHO� WKH 'LUHFWRU RI WKH QHZO\ ODXQFKHG )'$¶V'LJLWDO +HDOWK &HQWHU
RI ([FHOOHQFH���� H[SHFWV WKDW WKH )'$ ZLOO QHHG WR DVN &RQJUHVV IRU VWDWXWRU\
DXWKRULW\ WR IXOO\LPSOHPHQW WKH 6RIWZDUH3UH�&HUW3URJUDP���� 7KLV VWDWHPHQWDOVR
ILQGV VXSSRUW LQ WKH ODZ� 7KH )'$ GUDZV LWV DXWKRULW\ IURP WKH )'&$ DQG LWV

��� 8�6� )22' 	 '58* $'0,1�� 62)7:$5( 35(&(57,),&$7,21 352*5$0� 5(*8/$725<
)5$0(:25. )25&21'8&7,1* 7+( 3,/27352*5$0:,7+,1 &855(17$87+25,7,(6� VXSUD QRWH ����
DW �� �� 8�6� )22' 	'58* $'0,1�� 62)7:$5( 35(&(57,),&$7,21 352*5$0����� 7(673/$1� VXSUD
QRWH ���� DW ��

��� 6HH� H�J�� 'DYLG /LP� )'$ 7DUJHWV 'H 1RYR 3DWK WR 6KHSKHUG 0HGLFDO 6RIWZDUH 7KURXJK
3UH�&HUW� 0('7(&+ ',9( �-DQ� �� ������ KWWSV���ZZZ�PHGWHFKGLYH�FRP�QHZV�IGD�WDUJHWV�GH�QRYR�
SDWK�WR�VKHSKHUG�PHGLFDO�VRIWZDUH�WKURXJK�SUH�FHUW��������

��� 6&277 7+,(/ 	 -$621 %522.(� 5(*8/� $))6� 3526� 62&¶<� :,// 7+( )'$
35(&(57,),&$7,21 3,/27 352*5$0 :25." �0D\ ������ KWWSV���JXLGHKRXVH�FRP���PHGLD�ZZZ�V LWH
�LQVLJKWV�KHDOWKFDUH������UDSV��IGD�SUHFHUWLILFDWLRQ�SLORW�SURJUDP��������SGI�

��� 8�6� )22' 	 '58* $'0,1�� 62)7:$5( 35(&(57,),&$7,21 352*5$0� ���� 7(67 3/$1�
VXSUD QRWH ���� DW �� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���� DW ��

��� 6HH� H�J�� /HWWHU IURP 6HQ� (OL]DEHWK :DUUHQ� 6HQ� 7LQD 6PLWK 	 6HQ� 3DWW\ 0XUUD\ WR
1RUPDQ (� 6KDUSOHVV� $FWLQJ &RPP¶U� 8�6� )RRG 	 'UXJ $GPLQ� 	 -HIIUH\ 6KXUHQ� 'LU�� &WU�
'HYLFHV 	 5DGLRORJLFDO +HDOWK� 8�6� )RRG 	 'UXJ$GPLQ� �� � �2FW� ��� ������ KWWSV���ZZZ�ZDUUHQ
�VHQDWH�JRY�LPR�PHGLD�GRF��������������/HWWHU���ZLWK���6HQDWRUV���0XUUD\���DQG���6P
LWK���WR���)'$���UHTXHVWLQJ���DGGLWLRQDO���LQIRUPDWLRQ���RQ���WKH���DJHQF\
V���VR
IWZDUH���SUH�FHUWLILFDWLRQ���SLORW���SURJUDP��SGI� 'DYLG /LP� 7RS 'HPRFUDWV 4XHVWLRQ )'$
3UH�&HUW 3URJUDP 6DIHW\� 6WDWXWRU\ $XWKRULW\� 0('7(&+ ',9( �2FW� ��� ������ KWWSV���ZZZ
�PHGWHFKGLYH�FRP�QHZV�WRS�GHPRFUDWV�TXHVWLRQ�IGD�SUH�FHUW�SURJUDP�VDIHW\�VWDWXWRU\�
DXWKRULW\��������

��� )RU PRUH LQIRUPDWLRQ RQ WKH QHZ 'LJLWDO +HDOWK &HQWHU RI ([FHOOHQFH� VHH VXSUD QRWH ��
DQG DFFRPSDQ\LQJ WH[W�

��� *UHJ 6ODERGNLQ� )'$ 6WLOO 7U\LQJ WR )LQH�7XQH 3UH�&HUW DV 3LORW (QWHUV ����� 0('7(&+
',9( �0DU� ��� ������ KWWSV���ZZZ�PHGWHFKGLYH�FRP�QHZV�IGD�SUH�FHUW�VRIWZDUH�GHYLFH�SLORW�
HQWHUV�DQRWKHU�\HDU��������
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DPHQGPHQWV���� )RU DQ\ZRUN WKH )'$ ZDQWV WR SXUVXH RXWVLGH RI WKH )'&$ DQG
LWV DPHQGPHQWV�WKH DJHQF\PXVWREWDLQ&RQJUHVV¶V DSSURYDO LQ WKH IRUPRI DQRWKHU
DPHQGPHQW WR WKH )'&$���� /RRNLQJ DW DQ HDUOLHU GUDIW RI WKH ��VW &HQWXU\ &XUHV
$FW DOVR VXJJHVWV WKDW WKH )'$ PXVW DVN &RQJUHVV IRU VWDWXWRU\ DXWKRULW\ WR
LPSOHPHQW WKH 3URJUDP IXOO\� 7KLV HDUOLHU GUDIW FRQWDLQHG D SURYLVLRQ WKDW ZRXOG
KDYH DPHQGHG WKH )'&$ DQG DXWKRUL]HG WKH )'$ WR LPSOHPHQW D QHZ UHJXODWRU\
IUDPHZRUN IRU KHDOWK VRIWZDUH���� EXW WKDW SURYLVLRQ ZDV QRW LQFRUSRUDWHG LQWR WKH
ILQDO YHUVLRQ RI WKH$FW����

�� ,PSOHPHQWDWLRQ 3URSRVDO

6R KRZ FRXOG WKH 6RIWZDUH 3UH�&HUW 3URJUDP LGHDOO\ EH LPSOHPHQWHG LQ WKH
IXWXUH" ,W PDNHV VHQVH WKDW WKH 6RIWZDUH 3UH�&HUW 3URJUDPZRXOG EH LPSOHPHQWHG
DV D YROXQWDU\ SDWKZD\� DV LW LV FXUUHQWO\ GHVLJQHG� ,W LV LQ WKH QDWXUH RI WKLQJV WKDW
QRW HYHU\ FRPSDQ\ FDQ EH DZDUGHG D SUHFHUWLILFDWLRQ VWDWXV EDVHG RQ H[FHOOHQFH�
+RZHYHU� RQH QHHGV WR VHH LQ WKH ORQJ�WHUPKRZPDQ\ FRPSDQLHV²H�J�� D KDQGIXO
RU KXQGUHGV²ZRXOG XOWLPDWHO\ XVH WKLV SDWKZD\� ,Q SDUWLFXODU� WKH )'$ QHHGV WR
PDNH VXUH WKDW WKH 3URJUDP ZRXOG QRW GH IDFWR IDYRU ODUJHU FRPSDQLHV WKDW KDYH
WKH QHFHVVDU\ UHVRXUFHV WR XQGHUJR DQ ([FHOOHQFH$SSUDLVDO� 7KH 3URJUDP VKRXOG
DOVR EHQHILW VPDOO� DQG PHGLXP�VL]HG HQWHUSULVHV� ,Q WKH ILHOG RI KHDOWK $,� IRU
H[DPSOH� WKHUH DUH PDQ\ QHZVWDUW�XSV WKDW VKRXOG DOVR EH JLYHQ D UHDOLVWLF FKDQFH
WR JHW SUHFHUWLILHG DQG EHQHILW IURP VXFK D 3URJUDP� 7KXV� LW ZLOO EH FUXFLDO IRU WKH
)'$ WR FORVHO\ ZDWFK WKH SRWHQWLDO PDUNHW HIIHFWV RI LPSOHPHQWLQJ WKH 6RIWZDUH
3UH�&HUW 3URJUDP� 6XFK D 3URJUDP FRXOG SRWHQWLDOO\ ELDV WKH PDUNHW WRZDUG
HVWDEOLVKHGELJSOD\HUVZKRDUH DEOH WR DFKLHYH D SUHFHUWLILFDWLRQ VWDWXV DQGWKHUHE\
HLWKHU TXDVK LQQRYDWLRQ E\ QHZ SOD\HUV RU SRVVLEO\ RYHU�LQFHQWLYL]H LQWHOOHFWXDO
SURSHUW\ VDOHV RI KHDOWK$, WR SUHFHUWLILHG SOD\HUV� 7KXV� LW ZLOO EH FUXFLDO WKDW WKH
6RIWZDUH 3UH�&HUW 3URJUDP GLVWULEXWHV SUHFHUWLILFDWLRQ VWDWXV LQ D PDQQHU WKDW
SURPRWHV LQQRYDWLRQ DW WKH VDPH WLPH DV VDIHW\ DQG HIIHFWLYHQHVV�

6XSSRVH WKH )'$ HVWDEOLVKHV WKH 6RIWZDUH 3UH�&HUW 3URJUDP¶V VSHFLILF
GHWDLOV� WKH 3LORWSURYHV WR EH HIIHFWLYH�DQG WKH )'$KDV VWDWXWRU\DXWKRULW\� ,Q WKDW
FDVH� WKH DJHQF\ WKHRUHWLFDOO\ ZRXOG KDYH WZR RSWLRQV UHJDUGLQJ WKH 3URJUDP¶V
LPSOHPHQWDWLRQ� )LUVW� WKH DJHQF\ FRXOGLPSOHPHQW LW VLPLODUO\ WR WKH 3UH�&HUW3LORW
3URJUDP� DQG HYHQ H[SDQG LWV VFRSH VR WKDW SUHFHUWLILHG FRPSDQLHV FRXOG VXEPLW�
IRU H[DPSOH� D 3UH�&HUW ����N� ZLWKRXW WKH QHHG IRU D GHYLFH FODVVLILFDWLRQ FUHDWHG
E\ WKH 3UH�&HUW 'H 1RYR� $W D ODWHU VWDJH� WKH )'$ FRXOG IXUWKHU H[SDQG WKH
3URJUDP IRU 6L0' DQG RWKHU VRIWZDUH WKDW DUH DFFHVVRULHV WR KDUGZDUH PHGLFDO

��� 7+,(/ 	 %522.(� VXSUD QRWH ���� DW ��
��� ,G�
��� 6HH ��VW &HQWXU\ &XUHV $FW� +�5� �� ���WK &RQJ� � ���� �������
��� 6HH &RUWH]� VXSUD QRWH ��� DW ���
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GHYLFHV� 6HFRQG� WKH 6RIWZDUH 3UH�&HUW 3URJUDP FRXOG UXQ FRPSOHWHO\ VHSDUDWH
IURP WKH WUDGLWLRQDOSUHPDUNHWSDWKZD\V DV DQ LQGHSHQGHQWYROXQWDU\ SDWKZD\ZLWK
LWV RZQ FRQGLWLRQV����

,UUHVSHFWLYH RI ZKHWKHU WKH )'$ ZRXOG FKRRVH WKH ILUVW RU VHFRQG RSWLRQ� WKH
WUDGLWLRQDOSUHPDUNHWSDWKZD\VZRXOG FRQWLQXH WR EH DYDLODEOH IRU WKRVH FRPSDQLHV
WKDW GR QRW UHFHLYH SUHFHUWLILFDWLRQ VWDWXV� 7KXV� LW ZLOO EH DOO WKH PRUH LPSRUWDQW
WKDW WKH WUDGLWLRQDO SDWKZD\V DUH UREXVW DQG HQVXUH WKDW PHGLFDO GHYLFHV� LQFOXGLQJ
$,�EDVHG PHGLFDO GHYLFHV� DUH UHDVRQDEO\ VDIH DQG HIIHFWLYH ZKHQ SODFHG RQ WKH
PDUNHW� &RQVHTXHQWO\� WKH )'$ QHHGV WR DGGUHVV WKH VDIHW\ DQG HIIHFWLYHQHVV
FRQFHUQV RI WKH WUDGLWLRQDO SUHPDUNHW SDWKZD\V DV VRRQ DV SRVVLEOH DQG
LPSOHPHQW²DIWHU UHFHLYLQJ DGGLWLRQDO VWDWXWRU\ DXWKRULW\²D QHZ UHJXODWRU\
IUDPHZRUN� VXFK DV WKH RQH WKDW , KDYH VXJJHVWHG DERYH����

,9� 352%/(06 5(/$7(' 72 63(&,),& $,�%$6('0(',&$/'(9,&(6

$� %ODFN�%R[ $,�0/0RGHOV DQG ([SODLQDEOH 9HUVXV ,QWHUSUHWDEOH $,�0/

�� 7KH 3UREOHP

$QRWKHU SUREOHP WKDW QHHGV WR EH DGGUHVVHG LQ WKH QHZ VXJJHVWHG
IUDPHZRUN��� LV $,�EDVHG PHGLFDO GHYLFHV WKDW DUH ³EODFN ER[HV�´ $V H[SODLQHG
DERYH� PDQ\ KLJK�SHUIRUPLQJ$,�0/ V\VWHPV UHO\ RQ DOJRULWKPV WKDW DUH ³EODFN
ER[HV�´��� %ODFN�ER[ DOJRULWKPV DUH GLIILFXOW RU LPSRVVLEOH IRU KXPDQV WR
XQGHUVWDQG���� $OJRULWKPV W\SLFDOO\ ODEHOHG DV ³GHHS OHDUQLQJ´ DUH EODFN�ER[
$,�0/ PRGHOV���� 7KH WHUP ³EODFN ER[HV´ FDQ DOVR UHIHU WR DOJRULWKPV WKDW DUH
GHOLEHUDWHO\ EODFN ER[HV EHFDXVH� IRU LQWHOOHFWXDO SURSHUW\ UHDVRQV� GHYHORSHUV GR
QRW ZDQW WR GLVFORVH WKH GHWDLOV RI KRZ WKHVH DOJRULWKPVZRUN���� , IRFXV KHUH RQ
WKH ILUVW JURXS RI DOJRULWKPV� QDPHO\ WKRVH WKDW DUH LQKHUHQWO\ EODFN ER[HV�

1RQLQWHUSUHWDEOH EODFN�ER[ PRGHOV KDYH EHHQ VKRZQ WR SHUIRUPEHWWHU WKDQ
LQWHUSUHWDEOH PRGHOV LQ VHYHUDO SUDFWLFDEOH VFHQDULRV���� ,Q SDUWLFXODU� LQ KHDOWK
FDUH� EODFN�ER[ $,�0/ PRGHOV RIWHQ SHUIRUP EHWWHU� VXFK DV LQ LPDJH

��� 6HH VXSUD )LJXUH ��
��� 6HH VXSUD 6HFWLRQ ,,,�%���
��� 6HH VXSUD )LJXUH ��
��� 6HH VXSUD 3DUW ,�
��� %DELF HW DO�� VXSUD QRWH ��� DW ���� %DELF 	 *HUNH� VXSUD QRWH ���
��� ,G�
��� 3ULFH� 5HJXODWLQJ %ODFN�%R[ 0HGLFLQH� VXSUD QRWH �� DW ����
��� +RQJIDQJ /LX HW DO�� $, 0RGHO 'HYHORSPHQW DQG 9DOLGDWLRQ� LQ $57,),&,$/ ,17(//,*(1&(

,1 +($/7+ &$5(� 7+( +23(� 7+( +<3(� 7+( 3520,6(� 7+( 3(5,/ ��� �0LFKDHO 0DWKHQ\ HW DO�� HGV��
�VW HG� ������
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UHFRJQLWLRQ���� +RZHYHU� HVSHFLDOO\ LQ (XURSH� WKHUHLV DPRYHPHQW IRU H[SODLQDEOH
$,�0/ VLQFH YDULRXV VFKRODUV DUJXH WKDW WKH (8 *HQHUDO 'DWD 3URWHFWLRQ
5HJXODWLRQ ������������� FRQWDLQV D ³ULJKW WR H[SODQDWLRQ´ RI DXWRPDWHG GHFLVLRQ�
PDNLQJ���� ,Q FRQWUDVW� WKH 8�6� IROORZV D PRUH PDUNHW�GULYHQ DSSURDFK� DQG WKH
)'$ KDV DOUHDG\ SHUPLWWHG PDUNHWLQJ RI VHYHUDO $,�0/�EDVHG PHGLFDO GHYLFHV
WKDWXVH QRQLQWHUSUHWDEOHEODFN�ER[PRGHOV���� )RU H[DPSOH�,PDJHQ¶V2VWHR'HWHFW
DQG $UWHU\V &DUGLR'/ ERWK XVH GHHS OHDUQLQJ����

6R ZKLFK DSSURDFK LV WKH ULJKW RQH" 6KRXOG UHJXODWRUV OLNH WKH )'$ FRQWLQXH
WR SHUPLW PDUNHWLQJ RI EODFN�ER[ $,�0/ V\VWHPV RU RQO\ SHUPLW PDUNHWLQJ RI
H[SODLQDEOH DQG�RU LQWHUSUHWDEOH $,�0/"

2QH WKLQJ VKRXOG EH FOHDU KHUH� ,W LV FUXFLDO WR XQGHUVWDQG WKH GLIIHUHQFH
EHWZHHQ LQWHUSUHWDEOH $,�0/ DQG H[SODLQDEOH $,�0/� $V GHILQHG KHUH�
LQWHUSUHWDEOH$,�0/ XVHV D ³ZKLWH�ER[´PRGHO �L�H�� D WUDQVSDUHQW V\VWHP�� VXFK DV
D OLQHDU RU VLPSOH GHFLVLRQ WUHH PRGHO� LQVWHDG RI D EODFN ER[���� 7KH DGYDQWDJH RI
LQWHUSUHWDEOH $,�0/ DOJRULWKPV LV WKDW WKH\ DUH RSHQ DQG XQGHUVWDQGDEOH DW D
KXPDQ OHYHO ZLWK UHDVRQDEOH HIIRUW���� ,Q FRQWUDVW� WKH WHUP ³H[SODLQDEOH $,�0/´
LV XQGHUVWRRG KHUH LQ FRQQHFWLRQ ZLWK D EODFN�ER[ PRGHO WKDW LV XVHG WR PDNH
GLDJQRVHV RU SUHGLFWLRQV���� $ VHFRQG H[SODQDWRU\ DOJRULWKP²ZKLFK LV LWVHOI D
ZKLWH�ER[PRGHO²LV GHYHORSHG WKDW FORVHO\ DSSUR[LPDWHV WKH RXWSXWV RI WKH EODFN
ER[����

7KH LVVXH ZLWK H[SODLQDEOH $,�0/� KRZHYHU� LV WKDW EHFDXVH WKH VHFRQG
DOJRULWKP LV XVXDOO\ QRW DV DFFXUDWH DV WKH EODFN ER[� LW LV QRUPDOO\ XVHG WR GHYHORS

��� %DELF HW DO�� VXSUD QRWH ���
��� 5HJXODWLRQ �(8� �������� RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI �� $SULO ����

RQ WKH SURWHFWLRQ RI QDWXUDO SHUVRQV ZLWK UHJDUG WR WKH SURFHVVLQJ RI SHUVRQDO GDWD DQG RQ WKH IUHH
PRYHPHQW RI VXFK GDWD� DQG UHSHDOLQJ 'LUHFWLYH ������(& �*HQHUDO 'DWD 3URWHFWLRQ 5HJXODWLRQ��
���� 2�-� �/� ���� ��

��� )RU PRUH LQIRUPDWLRQ RQ WKLV GHEDWH� VHH� IRU H[DPSOH� $QGUHZ %XUW� ,V 7KHUH D µ5LJKW WR
([SODQDWLRQ¶ IRU 0DFKLQH /HDUQLQJ LQ WKH *'35"� ,$33 �-XQH �� ������ KWWSV���LDSS�RUJ�QHZV�D�LV �
WKHUH�D�ULJKW�WR�H[SODQDWLRQ�IRU�PDFKLQH�OHDUQLQJ�LQ�WKH�JGSU� %U\FH *RRGPDQ 	 6HWK )OD[PDQ�
(XURSHDQ 8QLRQ 5HJXODWLRQV RQ $OJRULWKPLF 'HFLVLRQ 0DNLQJ DQG D ³5LJKW WR ([SODQDWLRQ´ � �� $,
0$*� �� ������� 6DQGUD :DFKWHU HW DO�� :K\ D 5LJKW WR ([SODQDWLRQ RI $XWRPDWHG 'HFLVLRQ�0DNLQJ
'RHV 1RW ([LVW LQ WKH *HQHUDO 'DWD 3URWHFWLRQ 5HJXODWLRQ� � ,17¶/ '$7$ 35,9� /� �� ������� 0DUJRW
(� .DPLQVNL� 7KH 5LJKW WR ([SODQDWLRQ� ([SODLQHG� �� %(5.(/(< 7(&+� /�-� ��� �������*HUNH HW DO��
VXSUD QRWH �� DW ����

��� %DELF HW DO�� VXSUD QRWH ��� 6HH DOVR 0DUN 5DWQHU� )'$ %DFNV &OLQLFLDQ�)UHH $, ,PDJLQJ
'LDJQRVWLF 7RROV� �� 1$785( %,27(&� ���� ��� ������ �TXRWLQJ (ULF 3HUDNVOLV� IRUPHU FKLHI
LQIRUPDWLRQ RIILFHU DW WKH )'$� ³<RX DUH VHHLQJ )'$ QRW MXVW DSSURYLQJ WKHVH WRROV� WKH\ DUH
DFFHOHUDWLQJ WKHP´��

��� )RU PRUH LQIRUPDWLRQ RQ VXFK GHYLFHV� VHH VXSUD 6HFWLRQ ,�$ DQG 6HFWLRQ ,,,�%�
��� 6HH %DELF HW DO�� VXSUD QRWH ��� DW ���� %DELF 	 *HUNH� VXSUD QRWH ���
��� 6HH VRXUFHV FLWHG VXSUD QRWH ����
��� ,G�
��� ,G�



+($/7+$, )25*22'5$7+(57+$1(9,/" 7+(1((' )25$1(:5(*8/$725<
)5$0(:25.)25$,�%$6('0(',&$/'(9,&(6

���

RQO\ SRVW KRF H[SODQDWLRQV IRU WKH RXWSXWV RI WKH EODFN ER[ DQG QRW WR PDNH DFWXDO
SUHGLFWLRQV���� ,Q RWKHU ZRUGV� H[SODLQDEOH$,�0/ RIIHUV SRVW KRF H[SODQDWLRQV IRU
EODFN�ER[ SUHGLFWLRQV ZLWKRXW QHFHVVDULO\ JLYLQJ WKH DFWXDO UHDVRQV EHKLQG VXFK
SUHGLFWLRQV���� )RU H[DPSOH� LPDJLQH D EODFN�ER[PRGHO SUHGLFWLQJ D SDWLHQW¶V KLJK
ULVN RI VWURNH���� 7KH VHFRQG H[SODQDWRU\ DOJRULWKP PLJKW VD\ WKDW WKH EODFN�ER[
SUHGLFWLRQ LV FRQVLVWHQW ZLWK D OLQHDU PRGHO� ZKLFK UHOLHV RQ RQH¶V VPRNLQJ DQG
EORRG SUHVVXUH VWDWXV���� +RZHYHU� WKLV SRVW KRF H[SODQDWLRQPD\ QRW EH WKH DFWXDO
UHDVRQ ZK\ WKH EODFN�ER[ PRGHO SUHGLFWHG WKH SDWLHQW¶V KLJK ULVN RI VWURNH�
([SODLQDEOH $,�0/ RQO\ JHQHUDWHV DQ ³HUVDW] XQGHUVWDQGLQJ�´��� 0DQ\ RWKHU
DOJRULWKPLFDOO\ JHQHUDWHG H[SODQDWLRQV DUH HDVLO\ FRQFHLYDEOH KHUH WKDW DUH DOVR
FRQVLVWHQW ZLWK WKH SUHGLFWLRQ RI WKH EODFN ER[���� )RU LQVWDQFH� LW FRXOG DOVR EH WKH
FDVH WKDW WKH SDWLHQW¶V KLJK ULVN RI VWURNH LV FRQVLVWHQW ZLWK D GHFLVLRQ WUHH�ZKLFK
UHOLHV RQ WKHLU GLDEHWHV DQG JHQGHU VWDWXV���� +HQFH� LQ WKH FRQWH[W RI H[SODLQDEOH
$,�0/� WKHUH LV D KLJK ULVN RI D IDOVH LPSUHVVLRQ WKDW RQH EHWWHU XQGHUVWDQGV EODFN�
ER[ SUHGLFWLRQV DQG WKXV D IDOVH VHQVH RI XVHU �RYHU�FRQILGHQFH LQ WKH H[SODQDWLRQV
SURYLGHG����

&RQVHTXHQWO\� UHJXODWRUV OLNH WKH )'$ QHHG WR EH FDXWLRXV DERXW UHTXLULQJ
H[SODLQDEOH $,�0/ DV D SUHUHTXLVLWH RI PDUNHWLQJ DXWKRUL]DWLRQ VLQFH LWV EHQHILWV
LQ KHDOWK FDUH DUH QRW ZKDW WKH\ FXUUHQWO\ DSSHDU WR EH���� 7KH JROG VWDQGDUG VKRXOG
EH WKDW UHJXODWRUV UHTXLUH$,�0/PDNHUV WR XVH DQ LQWHUSUHWDEOH$,�0/ V\VWHP²
LI D ZKLWH�ER[ PRGHO SHUIRUPV EHWWHU WKDQ RU DV ZHOO DV D EODFN�ER[ $,�0/
PRGHO²DQG IRFXV RQ HQVXULQJ WKH PRGHO¶V VDIHW\ DQG HIIHFWLYHQHVV�+RZHYHU� LI
WKHUH LV VXIILFLHQW SURRI WKDW D EODFN�ER[ PRGHO SHUIRUPV EHWWHU WKDQ D ZKLWH�ER[
PRGHO DQG LV UHDVRQDEO\ VDIH DQG HIIHFWLYH� DQG WKH DFFXUDF\ LQFUHDVH RXWZHLJKV
WKH ORVV RI PRGHO LQWHUSUHWDELOLW\� WKHQ UHJXODWRUV VKRXOG JHQHUDOO\ SHUPLW
PDUNHWLQJ RI WKH EODFN�ER[$,�0/PRGHO DV VXFK �ZLWKRXW UHTXLULQJ H[SODLQDEOH
$,�0/� WR IDFLOLWDWH LQQRYDWLRQV� 7R DFKLHYH WKLV JRDO� UHJXODWRUV FRXOG UHDFK� DW
OHDVW LQ VRPH FDVHV� LQWR DQ DOUHDG\ H[LVWLQJ WRROER[� FOLQLFDO WULDOV�

�� &OLQLFDO 7ULDOV

)RU GUXJV DQG YDFFLQHV� FOLQLFDO WULDOV DUH WKH VWDQGDUG PHWKRG WR SURYH WKDW

��� ,G�
��� %DELF HW DO�� VXSUD QRWH ��� DW ���� %DELF 	 *HUNH� VXSUD QRWH ���
��� %DELF 	 *HUNH� VXSUD QRWH ���
��� ,G�
��� %DELF HW DO�� VXSUD QRWH ��� DW ���� %DELF 	 *HUNH� VXSUD QRWH ���
��� %DELF 	 *HUNH� VXSUD QRWH ���
��� ,G�
��� %DELF HW DO�� VXSUD QRWH ��� DW ���� %DELF 	 *HUNH� VXSUD QRWH ���
��� %DELF HW DO�� VXSUD QRWH ��� DW ���� %DELF 	 *HUNH� VXSUD QRWH ���
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WKH\ DUH UHDVRQDEO\VDIH DQG HIIHFWLYH IRU WKHLU LQWHQGHGXVH� 7KHUH DUH VHYHUDO VWHSV
LQYROYHG LQ WKH GUXJ DQG YDFFLQH GHYHORSPHQW SURFHVV� RQH RI ZKLFK LV FOLQLFDO
UHVHDUFK� 7KH )'$ W\SLFDOO\ UHTXLUHV VXFFHVVIXO FRPSOHWLRQ RI WKUHH SKDVHV EHIRUH
JUDQWLQJPDUNHWLQJ DSSURYDO RI D GUXJ RU YDFFLQH���� )RU FOLQLFDO WULDOV RI GUXJV� IRU
H[DPSOH� 3KDVH � LV W\SLFDOO\ FDUULHG RXW ZLWK �� WR ��� KHDOWK\ YROXQWHHUV RU
SHRSOH ZLWK WKH GLVHDVH RU FRQGLWLRQ WR WHVW VDIHW\ DQG GRVDJH� 3KDVH � KDV XS WR
VHYHUDO KXQGUHG SHRSOH ZLWK WKH GLVHDVH RU FRQGLWLRQ DQG DLPV WR HYDOXDWH WKH
GUXJ¶V HIILFDF\ DQG VLGH HIIHFWV� DQG 3KDVH � LV FDUULHG RXW RQ D ODUJH VFDOH ZLWK
DERXW ��� WR ����� YROXQWHHUVZKR KDYH WKH GLVHDVH RU FRQGLWLRQ DQG LV GHVLJQHG
WR IXUWKHU DVVHVV WKH HIILFDF\ DQG WR PRQLWRU DGYHUVH UHDFWLRQV���� ,Q 5DQGRPL]HG
&OLQLFDO 7ULDOV �5&7V�� SDUWLFLSDQWV DUH UDQGRPO\ DOORFDWHG WR VHSDUDWH JURXSV WKDW
FRPSDUH GLIIHUHQW WUHDWPHQWV�LQWHUYHQWLRQV���� ,Q WKLV ZD\� 5&7V KHOS WR PLWLJDWH
ELDV DQG DVVHVV HIILFDF\����

)RU VRPH PHGLFDO GHYLFHV WKH )'$ GHPDQGV FOLQLFDO VWXGLHV���� 7KHVH DUH
W\SLFDOO\ PHGLFDO GHYLFHV WKDW UHTXLUH D 30$���� 0HGLFDO GHYLFH WULDOV DUH XVXDOO\
VPDOOHU WKDQ GUXJ DQG YDFFLQH WULDOV� EXW WKH\ VHUYH D VLPLODU SXUSRVH� WR VXSSRUW D
UHDVRQDEOH DVVXUDQFH WKDW WKH PHGLFDO GHYLFH LV VDIH DQG HIIHFWLYH IRU LWV LQWHQGHG
XVH����

+RZHYHU� LQ WKH ILHOG RI KHDOWK $,� FOLQLFDO WULDOV DUH QHDUO\ QRQH[LVWHQW� $V
GLVFXVVHG DERYH���� PRVW $,�EDVHG PHGLFDO GHYLFHV WKDW DUH FXUUHQWO\ DYDLODEOH RQ
WKH 8�6� PDUNHW UHFHLYHG ����N� FOHDUDQFHV� IRU ZKLFK WKH )'$ XVXDOO\ GRHV QRW
UHTXHVW DQ\ FOLQLFDO HYLGHQFH� 2QH H[DPSOH RI DQ H[FHSWLRQ LQ WKH ILHOG LV 'LJLWDO
'LDJQRVWLF¶V ,'[�'5� ZKLFK UHFHLYHGPDUNHWLQJ DXWKRUL]DWLRQ YLD WKH 'H 1RYR
SDWKZD\���� 7KH $, FRPSDQ\ FDUULHG RXW D SLYRWDO FOLQLFDO VWXG\ZLWK ��� SDWLHQWV
WR VKRZ ,'[�'5¶V SHUIRUPDQFH���� +RZHYHU� HYHQ ,'[�'5 GLG QRW UHFHLYH

��� 6WHS �� &OLQLFDO 5HVHDUFK� 8�6� )22' 	'58* $'0,1� �-DQ� �� ������ KWWSV���ZZZ�IGD�JRY
�SDWLHQWV�GUXJ�GHYHORSPHQW�SURFHVV�VWHS���FOLQLFDO�UHVHDUFK� 9DFFLQH 'HYHORSPHQW ± ���� 8�6�
)22' 	'58* $'0,1� �'HF� ��� ������ KWWSV���ZZZ�IGD�JRY�YDFFLQHV�EORRG�ELRORJLFV�GHYHORSPHQW
�DSSURYDO�SURFHVV�FEHU�YDFFLQH�GHYHORSPHQW�����

��� 6WHS �� &OLQLFDO 5HVHDUFK� VXSUD QRWH ����
��� 5DQGRPL]HG &OLQLFDO 7ULDO� 1$7¶/ ,1676� +($/7+� KWWSV���ZZZ�FDQFHU�JRY�SXEOLFDWLRQV

�GLFWLRQDULHV�FDQFHU�WHUPV�GHI�UDQGRPL]HG�FOLQLFDO�WULDO�
��� ,G�
��� 6HH 2:(1 )$5,6� &/,1,&$/ 75,$/6 )25 0(',&$/ '(9,&(6� )'$ $1' 7+( ,'( 352&(66 ��

KWWSV���ZZZ�IGD�JRY�PHGLD�������GRZQORDG� VXSUD 6HFWLRQ ,,,�$�
��� +RZ WR 6WXG\ DQG 0DUNHW <RXU 'HYLFH� VXSUD QRWH ���� )RU PRUH LQIRUPDWLRQ RQ

LQYHVWLJDWLRQDO GHYLFH H[HPSWLRQV� VHH ,QYHVWLJDWLRQDO 'HYLFH ([HPSWLRQ �,'(�� 8�6� )22' 	'58*
$'0,1� �'HF� ��� ������ KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�KRZ�VWXG\�DQG�PDUNHW�\RXU�GHY LFH
�LQYHVWLJDWLRQDO�GHYLFH�H[HPSWLRQ�LGH�

��� )$5,6� VXSUD QRWH ���� DW ��
��� 6HH VXSUD 6HFWLRQ ,,,�%�
��� )RU PRUH LQIRUPDWLRQ DERXW ,'[�'5� VHH VXSUD 6HFWLRQ ,�$�
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� 0LFKDHO '� $EUjPRII HW DO�� 3LYRWDO 7ULDO RI DQ
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PDUNHWLQJ DXWKRUL]DWLRQ EDVHG RQ 5&7 HYLGHQFH WKDW WKH LQIRUPDWLRQ SURYLGHG E\
WKH $,�EDVHGPHGLFDO GHYLFH LPSURYHG FDUH���� $ UHFHQW VWXG\ KDV DOVR VKRZQ WKDW
EHWZHHQ ���� DQG ����WKH )'$RIWHQSHUPLWWHGPDUNHWLQJRI WKHUDSHXWLFPHGLFDO
GHYLFHV YLD WKH 'H 1RYR SDWKZD\ UHJDUGOHVV RI OLPLWHG FOLQLFDO HYLGHQFH RI
HIIHFWLYHQHVV���� 0RUHRYHU� WKH ILUVW WZR 5&7V RI $,�0/ KDYH RQO\ MXVW EHHQ
SXEOLVKHG LQ �������� %\ ZD\ RI H[DPSOH� LQ RQH RI WKHVH5&7V� ��� SDWLHQWV ZHUH
UDQGRPO\ DOORFDWHG WR VWDQGDUG FRORQRVFRS\ DQG ��� SDWLHQWV WR FRORQRVFRS\ ZLWK
FRPSXWHU�DLGHG GLDJQRVLV����

:KHQ H[SORULQJ D QHZ UHJXODWRU\ IUDPHZRUN IRU $,�EDVHGPHGLFDO GHYLFHV�
WKH )'$ VKRXOG SUHIHU WKH XVH RI LQWHUSUHWDEOH $,�0/ V\VWHPV LQ FDVHV ZKHUH
ZKLWH�ER[PRGHOV SHUIRUP DV JRRG DV RUEHWWHU WKDQ EODFN�ER[$,�0/PRGHOV� 2I
FRXUVH� WKHPDQXIDFWXUHU PXVW DOVR SURYLGH UHDVRQDEOH DVVXUDQFH RI WKH VDIHW\ DQG
HIIHFWLYHQHVV RI D ZKLWH ER[� ZKLFKPD\ DOVR UHTXLUH WKH FRQGXFW RI D FOLQLFDO WULDO
LQ D FDVHZKHUHWKH GHYLFHSUHVHQWV D KLJKHU ULVN OHYHO�+RZHYHU� VXSSRVHWKH EODFN�
ER[ $,�0/ PRGHO SHUIRUPV EHWWHU LQ D VSHFLILF FDVH� DQG WKH DFFXUDF\
LPSURYHPHQW RXWZHLJKV WKH ORVV RI PRGHO LQWHUSUHWDELOLW\� 5DWKHU WKDQ UHTXLULQJ
H[SODLQDEOH$,�0/� UHJXODWRUVVKRXOG JHQHUDOO\SHUPLWPDUNHWLQJRI WKH EODFN ER[�
DV ORQJ DV WKH GHYLFH KDV EHHQ SURYHQ WR EH UHDVRQDEO\ VDIH DQG HIIHFWLYH� VXFK DV
YLD D FOLQLFDO WULDO� 7KHUH DUH GUXJV DYDLODEOHRQ WKH8�6�PDUNHWZKRVHPHFKDQLVPV
RI DFWLRQ DUH VWLOO XQNQRZQ� VXFK DV $FHWDPLQRSKHQ���� 1HYHUWKHOHVV� VXFK GUXJV
DUH ZLGHO\ XVHG VLQFH WKH\ KDYH EHHQ VKRZQ WR EH UHDVRQDEO\ VDIH DQG HIIHFWLYH�
&RQVHTXHQWO\� LW VHHPV OLNHO\ WKDW EODFN�ER[$,�0/PRGHOV GR QRW DIIHFW WKH WUXVW
RI SDWLHQWV DQG KHDOWK SURIHVVLRQDOV DQG WKXV WKHLU XVH� DV ORQJ DV WKH\ IXQFWLRQ DV

$XWRQRPRXV $,�%DVHG 'LDJQRVWLF 6\VWHP IRU 'HWHFWLRQ RI 'LDEHWLF 5HWLQRSDWK\ LQ 3ULPDU\ &DUH
2IILFHV� � 13- ',*,7� 0('�� QR� �� �������

��� 'HUHN &� $QJXV� 5DQGRPL]HG &OLQLFDO 7ULDOV RI $UWLILFLDO ,QWHOOLJHQFH� ��� -$0$ ����
�������

��� -DPHV /� -RKQVWRQ HW DO�� &OLQLFDO (YLGHQFH 6XSSRUWLQJ 86 )RRG DQG 'UXJ $GPLQLVWUDWLRQ
&OHDUDQFH RI 1RYHO 7KHUDSHXWLF 'HYLFHV YLD WKH 'H 1RYR 3DWKZD\ %HWZHHQ ���� DQG ����� ���
-$0$ ,17(51$/ 0('� ���� ������� -DPHV /� -RKQVWRQ HW DO�� &OLQLFDO (YLGHQFH 6XSSRUWLQJ )'$
&OHDUDQFH RI )LUVW�RI�D�.LQG 7KHUDSHXWLF 'HYLFHV YLD WKH 'H1RYR 3DWKZD\ %HWZHHQ ���� DQG �����
KWWSV���ZZZ�PHGU[LY�RUJ�FRQWHQW����������������������������Y��

��� +DRWLDQ /LQ HW DO�� 'LDJQRVWLF (IILFDF\ DQG 7KHUDSHXWLF 'HFLVLRQ�0DNLQJ &DSDFLW\ RI DQ
$UWLILFLDO ,QWHOOLJHQFH 3ODWIRUP IRU &KLOGKRRG &DWDUDFWV LQ (\H &OLQLFV� $ 0XOWLFHQWUH 5DQGRPL]HG
&RQWUROOHG 7ULDO� � (&/,1,&$/0('� �� ������� 3X :DQJ HW DO�� 5HDO�7LPH $XWRPDWLF 'HWHFWLRQ
6\VWHP ,QFUHDVHV &RORQRVFRSLF 3RO\S DQG $GHQRPD 'HWHFWLRQ 5DWHV� $ 3URVSHFWLYH 5DQGRPLVHG
&RQWUROOHG 6WXG\� �� *87���� ������� )RU PRUH LQIRUPDWLRQ� VHH 0\XUD1DJHQGUDQ HW DO�� $UWLILFLDO
,QWHOOLJHQFH 9HUVXV &OLQLFLDQV� 6\VWHPDWLF 5HYLHZ RI 'HVLJQ� 5HSRUWLQJ 6WDQGDUGV� DQG &ODLPV RI
'HHS /HDUQLQJ 6WXGLHV� ��� %0-P��� �������

��� :DQJ HW DO�� VXSUD QRWH ���� DW �����
��� 6HH� H�J�� .� 7RXVVDLQW HW DO�� :KDW 'R :H �1RW� .QRZ $ERXW +RZ 3DUDFHWDPRO

�$FHWDPLQRSKHQ� :RUNV"� �� -� &/,1,&$/ 3+$50�	 7+(5$3(87,&6 ��� �������
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SURPLVHG����
&OLQLFDO WULDOV FDQ VXSSRUW D UHDVRQDEOH DVVXUDQFH WKDW WKH $,�0/�EDVHG

PHGLFDO GHYLFH LV VDIH DQG HIIHFWLYH IRU LWV LQWHQGHG XVH� ,Q DQ LGHDO ZRUOG� 5&7V
ZRXOG SHUKDSV EH GHVLUDEOH IRU DOO $,�0/�EDVHG PHGLFDO GHYLFHV� HVSHFLDOO\ EODFN
ER[HV� EXW DUH WKH\ UHDOO\ IHDVLEOH" &OLQLFDO WULDOV ZLOO ZRUN IRU VRPH EXW QRW IRU DOO
$,�0/ PRGHOV���� )RU H[DPSOH� WKH\ ZLOO ZRUN IRU WKRVH DOJRULWKPV WKDW GLYLGH
SDWLHQWV LQWR JURXSV DQGSURSRVHD VSHFLILF WUHDWPHQW���� +RZHYHU� VRPH DOJRULWKPV
DUH LQWHQGHG WRPDNHUHFRPPHQGDWLRQV WKDW DUH KLJKO\SHUVRQDOL]HG VR WKDW FOLQLFDO
WULDOV ZRXOG EH FKDOOHQJLQJ� SHUKDSV HYHQ LQIHDVLEOH� DQG PLJKW RYHUZKHOP
VWDQGDUG 5&7 GHVLJQV���� $QRWKHU SUREOHP LV DGDSWLYH DOJRULWKPV WKDW FDQ
FRQWLQXRXVO\ OHDUQ DQG DGDSW WR QHZ FRQGLWLRQV���� 7KHVH$,�0/ V\VWHPV DUH QRW
VWDWLF� DQG WKXV WKH EHQHILW RI FOLQLFDO WULDOV ZLOO OLNHO\ QRW ODVW ORQJ VLQFH WKH
DOJRULWKPV FKDQJH���� 7KLV LV SDUWLFXODUO\ SUREOHPDWLF JLYHQ WKDW FOLQLFDO WULDOV DUH
FRVWO\ DQG WLPH�FRQVXPLQJ� )RU DGDSWLYH DOJRULWKPV� UHJXODWRUV OLNH WKH )'$QHHG
WR IRFXV WKHLU HIIRUWV HVSHFLDOO\ RQ FRQWLQXRXV ULVN PRQLWRULQJ����

2Q WKH IOLS VLGH� WKH ODFN RI UHOLDEOH HYLGHQFH PD\ MHRSDUGL]H SDWLHQW VDIHW\
DQG XQGHUPLQH SXEOLF WUXVW LQ WKH )'$� 6RPH SHRSOH IHDU WKDW $, FRPSDQLHV OLYH
WKH PRWWR ³IDLO IDVW DQG IL[ LW ODWHU�´��� ,I WKLV LV WUXH� WKH ULVN FRQFHUQV IRU EODFN�
ER[ $,�0/PRGHOV DUH VLJQLILFDQW VLQFH WKH XVHUV FDQQRW ORRN LQVLGH WKH ER[HV DQG
WKXV GR QRW NQRZ ZKHWKHU WKHLU RXWSXWV DUH FRUUHFW� 1DWKDQ &RUWH] KDV DOVR
FRUUHFWO\ SRLQWHG RXW WKDW ³WKH ODFN RI UHOLDEOH HYLGHQFH PD\ GHSUHVV GHPDQG DQG
WKXV DGRSWLRQ RI GLJLWDO KHDOWK SURGXFWV�´ LQFOXGLQJ $,���� 2Q WKH RWKHU KDQG�
1LFKROVRQ 3ULFH ULJKWO\ ZDUQV WKDW PDQGDWLQJ FOLQLFDO WULDOV IRU EODFN�ER[$,�0/
PRGHOV FRXOG ³VORZ RU VWLIOH LQQRYDWLRQ�´���

7KLV LV D GLOHPPD IRU UHJXODWRUV� $Q RSWLPDO SDWK ZRXOG EH WR IDFLOLWDWH
LQQRYDWLRQ ZKLOH HQVXULQJ WKDW $,�0/ PRGHOV� HVSHFLDOO\ EODFN ER[HV� DUH
UHDVRQDEO\ VDIH DQG HIIHFWLYH� ,W ZLOO EH D FKDOOHQJH WR MXJJOH WKH GLIIHUHQW
VWDNHKROGHU LQWHUHVWV� +RZHYHU� IRU WKH QHZ UHJXODWRU\ IUDPHZRUN IRU $,�EDVHG
PHGLFDO GHYLFHV� WKH )'$ VKRXOG� ZKHUH IHDVLEOH DQG LQ OLJKW RI SDWLHQW VDIHW\� DW

��� 6HH /LX HW DO�� VXSUD QRWH ����
��� 3ULFH� $UWLILFLDO ,QWHOOLJHQFH LQ +HDOWK &DUH� VXSUD QRWH �� DW ���
��� ,G�
��� 6HH $QJXV� VXSUD QRWH ���� DW ����� 3ULFH� $UWLILFLDO ,QWHOOLJHQFH LQ +HDOWK &DUH� VXSUD QRWH

�� DW ���
��� )RU DGDSWLYH DOJRULWKPV� VHH VXSUD 3DUW ,�
��� :� 1LFKROVRQ 3ULFH ,,� %ODFN�%R[ 0HGLFLQH� �� +$59� -�/� 	 7(&+� ���� ��� ������� )RU

WKH XSGDWH SUREOHP� VHH LQIUD 6HFWLRQ ,9�%�
��� 6HH LQIUD 6HFWLRQ ,9�%���
��� /L] 6]DER� $ 5HDOLW\ &KHFN 2Q$UWLILFLDO ,QWHOOLJHQFH� $UH +HDOWK &DUH&ODLPV 2YHUEORZQ"

.+1 �'HF� ��� ������ KWWSV���NKQ�RUJ�QHZV�D�UHDOLW\�FKHFN�RQ�DUWLILFLDO�LQWHOOLJHQFH�DUH�KHDOWK�
FDUH�FODLPV�RYHUEORZQ�

��� &RUWH]� VXSUD QRWH ��� DW ���
��� 3ULFH� $UWLILFLDO ,QWHOOLJHQFH LQ +HDOWK &DUH� VXSUD QRWH �� DW ���
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OHDVW UHTXLUH FOLQLFDO WULDOV IRU WKRVH $,�0/�EDVHG PHGLFDO GHYLFHV �L�H��
LQWHUSUHWDEOH$,�0/ V\VWHPV DQG EODFN ER[HV� WKDW KDYH D KLJKHU ULVN OHYHO� 7KH
)'$ FRXOG OHYHUDJH WKH ,0'5) IUDPHZRUN IRU ULVN FDWHJRUL]DWLRQ RI 6D0'��� WR
GHWHUPLQH ZKHWKHU D FOLQLFDO WULDO LV QHHGHG� 7KH )'$ FRXOG� IRU H[DPSOH� UHTXLUH
FOLQLFDO HYLGHQFH IRU DOO $,�0/�EDVHGPHGLFDO GHYLFHV WKDW ZRXOG EH FODVVLILHG DV
ULVN OHYHO ,,, RU ,9 GHYLFHV� DQG IRU VRPH EODFN ER[HV WKDW ZRXOG EH FODVVLILHG DV
ULVN OHYHO ,, GHYLFHV� VXFK DV WKRVH WKDW IDOO LQWR WKH FDWHJRU\ ³WUHDW RU GLDJQRVH´ RU
³GULYH FOLQLFDO PDQDJHPHQW�́ ,W LV MXVWLILHG WR UHTXLUH FOLQLFDO WULDOV IRU $,�0/�
EDVHG PHGLFDO GHYLFHV WKDW DUH EODFN ER[HV PRUH RIWHQ WKDQ IRU ZKLWH ER[HV� VLQFH
EODFN ER[HV UDLVH DGGLWLRQDO FRQFHUQV EHFDXVH RI WKHLU QRQLQWHUSUHWDELOLW\�

7KHUH PD\ EH DOVR H[FHSWLRQV ZKHUH RQH DOZD\V ZDQWV WR NQRZ ZK\ DQ
$,�0/�EDVHG PHGLFDO GHYLFH PDGH D SDUWLFXODU UHFRPPHQGDWLRQ DQG ZKHUH WKH
XVH RI D EODFN ER[ ZRXOG QRW EH VXIILFLHQW� HYHQZLWK D VXFFHVVIXO FOLQLFDO WULDO WKDW
SURYLGHV YDOLG VFLHQWLILF HYLGHQFH WKDW WKH GHYLFH LV UHDVRQDEO\ VDIH DQG HIIHFWLYH
IRU LWV LQWHQGHG XVH� )RU H[DPSOH� LPDJLQH D EODFN�ER[ SUHGLFWLRQ PRGHO LV XVHG
IRU WULDJH GHFLVLRQV GXULQJD SDQGHPLF WR GHFLGHZKLFKSDWLHQW VKRXOG EHSULRULWL]HG
IRU UHFHLYLQJ D YHQWLODWRU EDVHG RQ WKH SDWLHQW¶V ULVN RI PRUWDOLW\� ,Q VXFK D OLIH�RU�
GHDWK GHFLVLRQ� RQHZRXOG OLNH WR NQRZ IRU FRQFHUQV RI MXVWLFH²XQGHUVWRRG KHUH
DV FRQFHUQV DERXW KRZ RQH VKRXOG IDLUO\ DOORFDWH VFDUFH UHVRXUFHV���²ZK\ WKH
PRGHO FRQFOXGHG WKDW SDWLHQW ; KDV D KLJK RU ORZ ULVN RI G\LQJ DQG WKXV VKRXOG
�QRW� EH SULRULWL]HG RYHU SDWLHQW <� &RQVHTXHQWO\� $,�EDVHGPRUWDOLW\ SUHGLFWLRQ
PRGHOV VKRXOG QRW RQO\ EH FOHDUO\ FODVVLILHG DV PHGLFDO GHYLFHV XQGHU )'&$
VHFWLRQ ����K���� DQG VXEMHFW WR )'$ UHJXODWLRQ²DV , KDYH DUJXHG DERYH���²EXW
WKH )'$VKRXOG DOVR UHTXLUH$,PDNHUV WR XVH LQWHUSUHWDEOH V\VWHPV IURPWKH RXWVHW
LQ FDVHV ZKHUH WKHLU LQWHQGHG XVH SRVHV FRQFHUQV RI MXVWLFH� ,Q JHQHUDO� IRU UHDVRQV
RI SURFHGXUDO IDLUQHVV� LI $,�0/�EDVHGPHGLFDO GHYLFHV DUH LQWHQGHG WR EH XVHG WR
DOORFDWH VFDUFH UHVRXUFHV� VXFK DV YHQWLODWRUV RU RUJDQV���� LW ZRXOG EH DSSURSULDWH
DQG OLNHO\ QHFHVVDU\ IRU WKH )'$ WR GHPDQG WKH XVH RI LQWHUSUHWDEOH $,�0/
V\VWHPV HYHQ LI EODFN ER[HV SHUIRUPHG EHWWHU�

7KHVH DUH FHUWDLQO\ QRW HDV\ZDWHUV WR QDYLJDWH� %XW RQFH WKH )'$ KDV ILJXUHG

��� 6HH VXSUD )LJXUH ��
��� 6HH %DELF HW DO�� VXSUD QRWH ��� DW ����
��� 6HH VXSUD 6HFWLRQ ,,�%��� ,Q WKLV VFHQDULR� WKH $,�EDVHG PRUWDOLW\ SUHGLFWLRQ PRGHO ZRXOG

DOUHDG\ QRW EH &'6 VLQFH WKH PRGHO ZRXOG ³GULYH FOLQLFDO PDQDJHPHQW�´ ZKLFK ZRXOG JR EH\RQG
³VXSSRUWLQJ RU SURYLGLQJ UHFRPPHQGDWLRQV� 6HH VXSUD )LJXUH � DQG )LJXUH �� ,17¶/ 0('�'(9,&(
5(*8/6� )�� VXSUD QRWH ��� DW ��� 8�6� )22' 	 '58* $'0,1�� VXSUD QRWH ��� DW ��� 0RUHRYHU� WKH
PRGHO ZRXOG SHUKDSV DOUHDG\ QRW EH FRQVLGHUHG D PHGLFDO GHYLFH XQGHU )'&$ � ����K����� LW LV
KLJKO\ XQFOHDU ZKHWKHU LW ZRXOG EH ³LQWHQGHG IRU XVH LQ WKH � � � WUHDWPHQW � � � RI GLVHDVH � � � �´ )'&$
� ����K�����%�� �� 8�6�&� � ����K�����%�� VHH VXSUD 6HFWLRQ ,,�%���

��� 6HH %DELF HW DO�� VXSUD QRWH ��� DW ���� *DOL .DW]QHOVRQ 	 6DUD *HUNH� 7KH 1HHG IRU +HDOWK
$, (WKLFV LQ 0HGLFDO 6FKRRO (GXFDWLRQ� �� $'9$1&(6+($/7+ 6&,� ('8&� ����� ���� ������� %RULV
%DELF HW DO�� &DQ $, )DLUO\ 'HFLGH :KR *HWV $Q 2UJDQ 7UDQVSODQW"� +$59� %86� 5(9� �������
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RXW WKH GHWDLOV RI WKH QHZ UHJXODWRU\ IUDPHZRUN IRU $,�EDVHG PHGLFDO GHYLFHV� DV
VXJJHVWHG KHUH� &RQJUHVV VKRXOG HQDFW OHJLVODWLRQ WR HQDEOH WKH )'$ WR LPSOHPHQW
LW�

%� 8SGDWH 3UREOHP

�� 6DIHW\ &RQFHUQV

$,�0/�EDVHG 6D0' DUH GLVWLQFW IURP RWKHU PHGLFDO GHYLFHV LQVRIDU DV WKH\
FDQ OHDUQ IURP QHZGDWD DQG LPSURYH WKHLU SHUIRUPDQFH� 7KLV GLVWLQFWLYH IHDWXUH�
KRZHYHU� SRVHV FKDOOHQJHV IRU UHJXODWRUV OLNH WKH )'$� $W WKH PRPHQW� WKH )'$
W\SLFDOO\ RQO\FOHDUV RU DSSURYHV$,�0/�EDVHG6D0'ZLWK ³ORFNHG´ DOJRULWKPV����
³/RFNHG´ DOJRULWKPV GR QRW FKDQJH ZLWK XVH DQG SURYLGH WKH VDPH RXWFRPH HDFK
WLPH WKH VDPH LQSXW GDWD LV VXSSOLHG���� ,Q FDVHVZKHUH DQ DOJRULWKP FKDQJHV� WKH
$,�0/�EDVHG 6D0' ZLOO OLNHO\ QHHG WR XQGHUJR DQRWKHU SUHPDUNHW UHYLHZ����
+RZHYHU� WKH SUREOHP LV WKDW WR IXOO\ UHDOL]H WKHLU SRWHQWLDO� $,�0/�EDVHG 6D0'
QHHG WR FRQVWDQWO\ OHDUQ DQG WKXV UHTXLUH IUHTXHQW XSGDWHV�PDQ\ RI ZKLFK LQYROYH
DOJRULWKPDUFKLWHFWXUHFKDQJHVDQG UHWUDLQLQJZLWK QHZGDWDVHWV���� %XW VLQFHWKHVH
XSGDWHV ZLOO OLNHO\ UHTXLUH DQRWKHU URXQG RI SUHPDUNHW UHYLHZ� WKH\ PD\ QRW EH
FDUULHG RXW� 7KH PDQXIDFWXUHU� IRU H[DPSOH� FRXOG EH D VPDOO VWDUW�XS WKDW VLPSO\
FDQQRW DIIRUG WKH FRVWV RI RQH RU PXOWLSOH QHZ SUHPDUNHW VXEPLVVLRQV���� )XUWKHU�
LW PD\ ZHOO EH WKDW D FRPSDQ\ UHIUDLQV IURPFDUU\LQJ RXW QHFHVVDU\ XSGDWHV WR QRW
VHQG WKH ZURQJPHVVDJH DERXW WKH $,�0/¶V FXUUHQW TXDOLW\���� ,W FRXOG DOVR EH WKDW
WKH PDQXIDFWXUHU ZDQWV WR DYRLG WKH VLJQLILFDQW HIIRUWV DQG WLPH LQYROYHG LQ
SUHSDULQJ D QHZ VXEPLVVLRQ� DQG WKXV GHFLGHV WR SHUIRUP IHZHU XSGDWHV WKDQ
QHHGHG RU� ZRUVH� QR XSGDWHV DW DOO�

&RQVHTXHQWO\� WKLV ³XSGDWH SUREOHP´ UDLVHV QHZ UHJXODWRU\ FKDOOHQJHV IRU WKH
)'$� $Q $,�0/�EDVHG 6D0' WKDW LV QRW IUHTXHQWO\ XSGDWHGPD\ SRVH VLJQLILFDQW
ULVNV WR SDWLHQWV� )RU H[DPSOH� LPDJLQH WKH )'$ SHUPLWV PDUNHWLQJ DXWKRUL]DWLRQ
RI DQ $,�0/�EDVHG 6D0' WKDW DQDO\]HV SKRWRV WDNHQ E\ WKH SK\VLFLDQ RI D
SDWLHQW¶V VNLQ DQG DVVHVVHV WKH ULVN IRU FHUWDLQ W\SHV RI VNLQ FDQFHU� VXFK DV
PHODQRPD� ,Q WKH8�6��VNLQ FDQFHU LV WKHPRVWFRPPRQFDQFHU� DQG HDUO\GLDJQRVLV

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��
��� ,G� )RU ORFNHG DOJRULWKPV� VHH VXSUD 3DUW ,�
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW �� �� )RU PRUH LQIRUPDWLRQ RQ ZKHQ WR VXEPLW

D ����N� IRU VRIWZDUH FKDQJHV WR H[LVWLQJ GHYLFHV� VHH 8�6� )22' 	'58* $'0,1�� '(&,',1* :+(1
72 68%0,7 $ ����.� )25 $ 62)7:$5( &+$1*( 72 $1 (;,67,1* '(9,&(� *8,'$1&( )25 ,1'8675<
$1' )22' $1' '58* $'0,1,675$7,21 67$)) �� ������� KWWSV���ZZZ�IGD�JRY�PHGLD������
�GRZQORDG�

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��
��� %DELF HW DO�� VXSUD QRWH ��� DW �����
��� ,G�
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PD\ EH HVVHQWLDO WR DYRLG GHDWK���� +RZHYHU� VXSSRVH WKLV $,�0/�EDVHG 6D0'
ZDV WUDLQHGPDLQO\ RQ LPDJHV RI ZKLWHVNLQ� 7KXV� WKLV GHYLFHZLOO OLNHO\ KDYH KLJK
IDOVH�SRVLWLYH DQG IDOVH�QHJDWLYH UHVXOWV ZKHQ XVHG RQ SDWLHQWV ZLWK GDUNHU VNLQ�
)RU H[DPSOH� LQIODPPDWLRQ RIWHQ DSSHDUV SLQN RU UHG RQ ZKLWH VNLQ� ZKLOH LW LV
YLRODFHRXV RU EURZQ RQ EODFN VNLQ���� DQG WKHUH DUHPDQ\PRUH GLIIHUHQFHV UHODWHG
WR VNLQ FRORU� ,Q DGGLWLRQ� DOWKRXJK PHODQRPD� WKH PRVW VHULRXV VNLQ FDQFHU W\SH�
LV UDUH LQ $IULFDQ $PHULFDQ SHRSOH� LW LV DVVRFLDWHGZLWK D ZRUVH SURJQRVLV WKDQ LQ
&DXFDVLDQ SHRSOH���� 7KXV� LI PHODQRPD JRHV XQGHWHFWHG� IRU H[DPSOH� LW FDQ FRVW
OLYHV WKDW FRXOG KDYH EHHQ VDYHG� +RZHYHU� LI WKH LOOXVWUDWLYH $,�0/�EDVHG 6D0'
LV XVHG PRUH IUHTXHQWO\ RQ SDWLHQWVZLWK GDUNHU VNLQ DQGPRUH GDWD DUH FROOHFWHG�
WKH GHYLFH FDQ LPSURYH LWV FOLQLFDO SHUIRUPDQFH DQG PDNH D PRUH DFFXUDWH
GLDJQRVLV LI XSGDWHG� 2I FRXUVH� IRU DQ $,�0/�EDVHG 6D0' OLNH WKH RQH LQ WKLV
K\SRWKHWLFDO H[DPSOH� WKH )'$ VKRXOG HQVXUH WKDW LW GRHV QRW UHFHLYH PDUNHWLQJ
DXWKRUL]DWLRQ LQ WKH ILUVW SODFH DQG GHPDQG WUDLQLQJ RI WKH DOJRULWKP RQ GLYHUVH
GDWD VHWV� LQFOXGLQJ$IULFDQ $PHULFDQ SDWLHQWV� WR PLWLJDWH VXFK ELDV� 5HJXODWRUV
OLNH WKH )'$FRXOG UHTXLUH$,�0/GHYHORSHUV WR VXIILFLHQWO\GLYHUVLI\WUDLQLQJGDWD
LQ RUGHU WR PLWLJDWH ELDVHV DQG HQVXUH WKDW $,�0/�EDVHG PHGLFDO GHYLFHV DUH
UHDVRQDEO\ VDIH DQG HIIHFWLYH DFURVV YDULRXV VXESRSXODWLRQV���� +RZHYHU� HYHQ
WKHQ� WKHUH LV DOZD\V D FKDQFH WKDW D UHOHYDQW VXESRSXODWLRQ LV XQNQRZQ DW WKH WLPH
RI PDUNHWLQJDXWKRUL]DWLRQ���� 7KXV�$,�0/�EDVHG 6D0'ZLWK DGDSWLYH DOJRULWKPV
WKDW FRQWLQXRXVO\ OHDUQ DQG DGDSW WR QHZ FRQGLWLRQV FRXOG ³XQORFN´ WKH IXOO
SRWHQWLDO RI KHDOWK $, DQG HQDEOH SUHFLVLRQPHGLFLQH����

$V D UHVXOW� LW LV LPSRUWDQW WKDW UHJXODWRUV OLNH WKH )'$ GHYHORS D UHJXODWRU\

��� �'HUP 6\VWHPV� ,QF�� �'HUP $QQRXQFHV 7ZR)'$ %UHDNWKURXJK 'HYLFH 'HVLJQDWLRQV IRU
$XWRQRPRXV 6NLQ &DQFHU $,� 35 1(:6:,5( �-DQ� �� ������ KWWSV���ZZZ�SUQHZVZLUH�FRP�QHZV�
UHOHDVHV��GHUP�DQQRXQFHV�WZR�IGD�EUHDNWKURXJK�GHYLFH�GHVLJQDWLRQV�IRU�DXWRQRPRXV�VNLQ�FDQFHU�
DL�����������KWPO�

��� $UW 3DSLHU� 7R %HJLQ $GGUHVVLQJ 5DFLDO %LDV LQ 0HGLFLQH� 6WDUW :LWK WKH 6NLQ� 67$7 �-XO\
��� ������ KWWSV���ZZZ�VWDWQHZV�FRP������������WR�EHJLQ�DGGUHVVLQJ�UDFLDO�ELDV�LQ�PHGLFLQH�VWDUW�
ZLWK�WKH�VNLQ�

��� .ULVKQDUDM 0DKHQGUDUDM HW DO�� 0DOLJQDQW 0HODQRPD LQ $IULFDQ±$PHULFDQV� �� 0('� �
������� )RU PRUH LQIRUPDWLRQ DERXW PHODQRPD� VHH 0HODQRPD� 0$<2 &/,1,& �-DQ� ��� ������
KWWSV���ZZZ�PD\RFOLQLF�RUJ�GLVHDVHV�FRQGLWLRQV�PHODQRPD�V\PSWRPV�FDXVHV�V\F����������

��� 6HH� H�J�� 5RVV� VXSUD QRWH � �FULWLFL]LQJ D ODFN RI WUDQVSDUHQF\ LQ WKH FXUUHQW )'$ DSSURDFK
WKDW DOVR VHHPV WR EH LQFRQVLVWHQW�� &DVH\ 5RVV� &RXOG $, 7RROV IRU %UHDVW &DQFHU :RUVHQ
'LVSDULWLHV" 3DWFK\ 3XEOLF 'DWD LQ )'$ )LOLQJV )XHO &RQFHUQ� 67$7 �)HE� ��� ������ KWWSV���ZZZ
�VWDWQHZV�FRP������������EUHDVW�FDQFHU�GLVSDULWLHV�DUWLILFLDO�LQWHOOLJHQFH�IGD�

��� %DELF HW DO�� VXSUD QRWH ��� DW ���� �SURYLGLQJ DQ H[DPSOH RQ +,9 YDFFLQH VWXGLHV� ZKHUH
D UHOHYDQW VXESRSXODWLRQ²XQFLUFXPFLVHG PHQ ZKR KDG KLJK WLWHUV RI SUHH[LVWLQJ DQWLERGLHV DJDLQVW
$G� DQG ZKR ERWK KDG VH[ ZLWK PHQ²ZHUH XQNQRZQ H[ DQWH�� )RU PRUH LQIRUPDWLRQ RQ LPPXQH
DFWLYDWLRQ ZLWK +,9 YDFFLQHV� VHH $QWKRQ\ 6� )DXFL HW DO�� ,PPXQH $FWLYDWLRQ ZLWK +,9 9DFFLQHV�
��� 6&,� �� �������

��� 6HH VXSUD 3DUW , IRU DGDSWLYH DOJRULWKPV�
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IUDPHZRUN WKDW SURPRWHV LQQRYDWLRQ DQG XSGDWHV RI $,�0/�EDVHG 6D0'� ZKLOH
HQVXULQJ WKDW WKH GHYLFHV UHPDLQ VDIH DQG HIIHFWLYH WKURXJKRXW WKHLU OLIH F\FOH�

�� 7KH )'$¶V 73/& $SSURDFK DQG $FWLRQ 3ODQ

7R LWV FUHGLW� WKH )'$ KDV DOUHDG\ VSHQW D FRQVLGHUDEOH DPRXQW RI WLPH
WKLQNLQJDERXWKRZWR DGGUHVV WKHXSGDWHSUREOHP� ,Q$SULO�����WKH )'$UHOHDVHG
D GLVFXVVLRQ SDSHU LQ ZKLFK WKH DJHQF\ SURSRVHG D UHJXODWRU\ IUDPHZRUN IRU
PRGLILFDWLRQV WR $,�0/�EDVHG 6D0'�³GLVFXVVLRQ SDSHÚ ����� $V HQYLVLRQHG LQ LWV
6RIWZDUH 3UH�&HUW 3URJUDP� WKH )'$ LQWHQGV WR DSSO\ D 7RWDO 3URGXFW /LIHF\FOH
�73/&� DSSURDFK IRU $,�0/�EDVHG 6D0' WKDW ZRXOG HQDEOH VXFK GHYLFHV WR
FRQWLQXRXVO\ OHDUQ DQG LPSURYH ZKLOH SURYLGLQJ DGHTXDWH VDIHJXDUGV���� $V
GLVFXVVHGDERYH� WR IXOO\LPSOHPHQW WKH 3UH�&HUW73/&DSSURDFK�ZKHUH SDUWLFXODU
FRPSDQLHV ZRXOG EH ³SUHFHUWLILHG�´ WKH )'$ ZRXOG QHHG WR DVN &RQJUHVV IRU
DGGLWLRQDO VWDWXWRU\ DXWKRULW\����

7KH 73/& DSSURDFK IRU $,�0/�EDVHG 6D0' VXJJHVWHG LQ WKH )'$¶V
GLVFXVVLRQ SDSHU ZRXOG DSSO\ H[FOXVLYHO\ WR WKRVH $,�0/�EDVHG 6D0' WKDW DUH
VXEMHFW WR SUHPDUNHW VXEPLVVLRQ���� $,�0/�EDVHG 6D0'WKDWDUH&ODVV , RU&ODVV ,,
H[HPSW DUH QRW ZLWKLQ WKH VFRSH RI WKLV VXJJHVWHG DSSURDFK���� ,Q SDUWLFXODU� WKH
73/& DSSURDFK ZRXOG UHO\ RQ D SUHGHWHUPLQHG FKDQJH FRQWURO SODQ WKDW
PDQXIDFWXUHUV FRXOG RSWLRQDOO\ VXEPLW GXULQJ WKH LQLWLDO SUHPDUNHW UHYLHZ RI WKHLU
$,�0/�EDVHG 6D0'���� 7KLV SODQZRXOG LQFOXGH 6D0' 3UH�6SHFLILFDWLRQV DQG DQ
$OJRULWKP &KDQJH 3URWRFRO���� 6D0' 3UH�6SHFLILFDWLRQV GHOLQHDWH WKH W\SHV RI
DQWLFLSDWHG PRGLILFDWLRQV���� 7KH $OJRULWKP &KDQJH 3URWRFRO LV WKH DVVRFLDWHG
PHWKRGRORJ\ WKDW WKH PDQXIDFWXUHU KDV LQ SODFH WR LPSOHPHQW WKRVH PRGLILFDWLRQV
DQG WR FRQWURO WKHLU ULVNV WR SDWLHQWV����

7KH )'$ GLYLGHV WKH W\SHV RI DQWLFLSDWHG PRGLILFDWLRQV LQWR WKUHH EURDG
FDWHJRULHV�

��� SHUIRUPDQFH�

��� LQSXWV� DQG

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ���
��� ,G� DW �� �� IRU WKH 3UH�&HUW 3URJUDP� VHH VXSUD 6HFWLRQ ,,,�&�
��� 6HH VXSUD 6HFWLRQ ,,,�&�
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��
��� ,G�
��� ,G� DW ���
��� ,G�
��� ,G�
��� ,G�
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��� LQWHQGHG XVH����

7KH ILUVW FDWHJRU\ LQFOXGHVPRGLILFDWLRQV WKDW LPSURYH FOLQLFDO DQG DQDO\WLFDO
SHUIRUPDQFH� VXFK DV DQ LQFUHDVHG VHQVLWLYLW\ RI WKH $,�0/�EDVHG 6D0' DW
GHWHFWLQJ EUHDVW FDQFHU���� 7KH VHFRQG FDWHJRU\ LV PRGLILFDWLRQV WKDW FKDQJH WKH
LQSXWV XVHG E\ WKH DOJRULWKP� VXFK DV DGGLQJ GLIIHUHQW LQSXW GDWD W\SHV���� )RU WKH
WKLUG FDWHJRU\� WKH )'$ OHYHUDJHV WKH ,0'5) IUDPHZRUN IRU ULVN FDWHJRUL]DWLRQ
RI 6D0'���� ,W LQFOXGHV WKRVH W\SHV RI PRGLILFDWLRQV WKDW UHVXOW LQ D FKDQJH LQ WKH�

x VWDWH RI WKH KHDOWK FDUH VLWXDWLRQ RU FRQGLWLRQ �H�J��
H[SDQGLQJ WKH LQWHQGHG SDWLHQW SRSXODWLRQ WR LQFOXGH
FKLOGUHQ�� DQG VXFK PRGLILFDWLRQV DUH H[SOLFLWO\ FODLPHG
E\ WKH PDQXIDFWXUHU� RU

x LQWHQGHG FRQGLWLRQ RU GLVHDVH �H�J�� H[SDQGLQJ WKH XVH RI
DQ$,�0/�EDVHG 6D0'WR GHWHFW D VHFRQGW\SH RI FDQFHU��
RU

x VLJQLILFDQFH RI WKH LQIRUPDWLRQ SURYLGHG E\ WKH 6D0'
�H�J�� D FKDQJH IURP³GULYHFOLQLFDOPDQDJHPHQW´ WR ³WUHDW
RU GLDJQRVH´�����

$FFRUGLQJ WR WKH )'$¶V SURSRVDO LQ LWV GLVFXVVLRQ SDSHU� D PDQXIDFWXUHU RI DQ
$,�0/�EDVHG 6D0' FRXOG VXEPLW D SUHGHWHUPLQHG FKDQJH FRQWURO SODQ IRU PDQ\
VFHQDULRV���� +RZHYHU� WKH )'$ FRQVLGHUV 6D0' 3UH�6SHFLILFDWLRQV DQG
$OJRULWKP &KDQJH 3URWRFROV LQDSSURSULDWH LQ FDVHV ZKHUH WKH $,�0/�EDVHG
6D0'¶V LQWHQGHG XVH RU ULVN PD\ VLJQLILFDQWO\ FKDQJH���� $Q H[DPSOH ZRXOG EH D
FKDQJH IURP D ³QRQ�VHULRXV´ WR D ³FULWLFDO´ KHDOWK FDUH VLWXDWLRQ RU FRQGLWLRQ� VXFK
DV DQ $,�0/�EDVHG 6D0' WKDW LQLWLDOO\ XVHV VNLQ LPDJHV WR PDQDJH VFDU KHDOLQJ
DQG LV XSGDWHG WR GLDJQRVH PHODQRPD����

,Q LWV GLVFXVVLRQ SDSHU� WKH )'$ DOVR KLJKOLJKWV WKDW WKH 73/& DSSURDFK FDQ
RQO\ IXOO\ EH DGRSWHG E\ HQDEOLQJ UHDO�ZRUOG SHUIRUPDQFH PRQLWRULQJ RI $,�0/�

��� ,G� DW ��
��� ,G�
��� ,G� DW ��
��� )RUPRUH LQIRUPDWLRQ RQ WKH ,0'5) IUDPHZRUN IRU ULVN FDWHJRUL]DWLRQ RI 6D0'� VHH VXSUD

6HFWLRQ ,,�%���
��� 6HH 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW �� )RU 6D0' ULVN FDWHJRULHV GHYHORSHG

E\ WKH ,0'5)� VHH VXSUD )LJXUH ��
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��
��� ,G�
��� ,G� )RU 6D0' ULVN FDWHJRULHV GHYHORSHG E\ WKH ,0'5)� VHH VXSUD )LJXUH ��
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EDVHG 6D0'DQG LQFUHDVHGXVHU WUDQVSDUHQF\����0DQXIDFWXUHUVZRXOGEH H[SHFWHG
WR FRPPLW WR ERWK RI WKHVH SULQFLSOHV���� )RU H[DPSOH� WKH\ ZRXOG QHHG WR SURYLGH
SHULRGLF UHSRUWLQJ WR WKH )'$ RQ XSGDWHV WKDW ZHUH FDUULHG RXW EDVHG RQ WKH
SUHGHWHUPLQHG FKDQJH FRQWURO SODQ���� +RZHYHU� WKHUH DUH VWLOO QXPHURXV TXHVWLRQV
XQDQVZHUHG� VXFK DV� +RZ PXFK GDWD ZRXOG KDYH WR EH SURYLGHG" +RZ FDQ
PDQXIDFWXUHUV GHPRQVWUDWH WUDQVSDUHQF\ DERXW SHUIRUPDQFH LPSURYHPHQW�
ODEHOLQJ FKDQJHV� RU DOJRULWKPXSGDWHV RI $,�0/�EDVHG 6D0'"���

0DQ\ GHWDLOV RI WKH )'$¶V SURSRVHG UHJXODWRU\ IUDPHZRUN LQ LWV GLVFXVVLRQ
SDSHU VWLOO QHHG WR EH ILJXUHG RXW���� ,Q -DQXDU\ ����� WKH QHZO\ ODXQFKHG )'$¶V
'LJLWDO +HDOWK &HQWHU RI ([FHOOHQFH LVVXHG DQ $FWLRQ 3ODQ IRU $,�0/�%DVHG
6D0'���� 7KLV $FWLRQ 3ODQ LV D UHVSRQVH WR VWDNHKROGHU IHHGEDFN WR WKH GLVFXVVLRQ
SDSHU DQG RXWOLQHV ILYH DFWLRQV WKH )'$ DLPV WR WDNH�

��� 8SGDWLQJ WKH )'$¶V SURSRVHG UHJXODWRU\ IUDPHZRUN ODLG
RXW LQ LWV GLVFXVVLRQ SDSHU� LQFOXGLQJ SXEOLVKLQJ GUDIW
JXLGDQFH RQ WKH SUHGHWHUPLQHG FKDQJH FRQWURO SODQ�

��� (QFRXUDJLQJWKH GHYHORSPHQWRI*RRG0DFKLQH/HDUQLQJ
3UDFWLFH�

��� 6XSSRUWLQJ D SDWLHQW�FHQWHUHG DSSURDFK E\ KROGLQJ� IRU
H[DPSOH� D SXEOLF ZRUNVKRS RQ $,�0/�EDVHG PHGLFDO
GHYLFH ODEHOLQJ WR SURPRWH WUDQVSDUHQF\ WR XVHUV�

��� )RVWHULQJHIIRUWV RQ WKH GHYHORSPHQWRI PHWKRGV WR DVVHVV
DQG LPSURYH PDFKLQH OHDUQLQJ DOJRULWKPV� LQFOXGLQJ WR
LGHQWLI\ DQG HOLPLQDWH ELDV�

��� $GYDQFLQJ UHDO�ZRUOG SHUIRUPDQFH SLORWV WRJHWKHU ZLWK
VWDNHKROGHUV����

�� 7KH 1HHG IRU &RQWLQXRXV 5LVN 0RQLWRULQJ

7KH )'$¶V YLVLRQ RI UHO\LQJ RQ 6D0' 3UH�6SHFLILFDWLRQV DQG $OJRULWKP
&KDQJH 3URWRFROV LQ PDQ\ VFHQDULRV LV IODZHG EHFDXVHPDQXIDFWXUHUV RIWHQ GR QRW
NQRZ DW WKH WLPH RI WKH LQLWLDO SUHPDUNHW UHYLHZ ZKDW XSGDWHVZLOO EH UHTXLUHG LQ

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ���
��� ,G�
��� ,G�
��� ,G�DW ���
��� ,G� DW ��
��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ����
��� 6HH LG� DW ��
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WKH IXWXUH���� 2QO\ DIWHU WKH PDUNHWLQJ DXWKRUL]DWLRQ DQG XVH RI WKH $,�0/�EDVHG
6D0' LQ FOLQLFDO SUDFWLFH GR PDQ\ QHFHVVDU\ XSGDWHV EHFRPH DSSDUHQW� 7KXV� LW LV
HVSHFLDOO\ LPSRUWDQW IRU WKH )'$ WR IRFXV RQ FRQWLQXRXV ULVN PRQLWRULQJ RQFH WKH
$,�0/�EDVHG 6D0' LV OHJDOO\ ODXQFKHG RQ WKH 8�6� PDUNHW���� 7KH DJHQF\ QHHGV
WR ORRN RXW IRU QHZ ULVNV GXH WR $,�0/ IHDWXUHV� VXFK DV FRYDULDWH VKLIW� FRQFHSW
GULIW� DQG LQVWDELOLW\����

&RYDULDWH VKLIW RFFXUV ZKHQ WKH GDWD WKH DOJRULWKP ZDV WUDLQHG RQ EHIRUH
PDUNHWLQJ DXWKRUL]DWLRQ LV GLIIHUHQW IURP WKH LQSXW GLVWULEXWLRQ RI QHZ GDWD���� )RU
H[DPSOH�DQ$,�0/�EDVHG6D0'PD\EH WUDLQHGRQGDWD IURPD QXUVLQJKRPHZLWK
RQO\ SDWLHQWV RYHU VL[W\�ILYH EXW VKDOO QRZ EH GHSOR\HG LQ D ODUJH PXQLFLSDO
KRVSLWDO ZLWK D GLYHUVH SDWLHQW SRSXODWLRQ�

&RQFHSW GULIW H[LVWV LQ FDVHV ZKHUH WKHUH LV D FKDQJH RI WKH WUXH UHODWLRQ
EHWZHHQ LQSXWV DQG RXWSXWV���� 7DNH DQ $,�0/�EDVHG 6D0'� IRU H[DPSOH� WKDW
PDNHV UHFRPPHQGDWLRQV RQ EUHDVW FDQFHU ULVN E\ DQDO\]LQJ WKH UHVXOWV RI
PDPPRJUDPV� 6XSSRVH WKH GHYLFH GRHV QRW WUDFN WKH SDWLHQW¶V UDFH� +RZHYHU� WKH
EUHDVW GHQVLW\ YDULHV EHWZHHQ&DXFDVLDQ ZRPHQ DQG $IULFDQ $PHULFDQZRPHQ�
DQG $IULFDQ $PHULFDQZRPHQ DUH DOVR PRUH OLNHO\ WR GLH IURPPDOLJQDQW WXPRUV
WKDQ DUH &DXFDVLDQ ZRPHQ���� 7KXV� GHSHQGLQJ RQ WKH SDWLHQW¶V UDFH� WKH VDPH
LPDJH PD\ UHVXOW LQ WZR GLIIHUHQW SUREDELOLVWLF GLDJQRVHV����

,QVWDELOLW\ GHVFULEHV D VLWXDWLRQ ZKHUH DQ $,�0/�EDVHG 6D0' GRHV QRW WUHDW
VLPLODU SDWLHQWV VLPLODUO\���� )RU H[DPSOH� DQ$,�0/�EDVHG6D0'WKDWGHWHFWV OXQJ
FDQFHU DQG FODVVLILHV PHGLFDOO\ VLPLODU OXQJ OHVLRQV HQWLUHO\ GLIIHUHQWO\ LV XQVWDEOH�

)RU FRQWLQXRXV PRQLWRULQJ RI $,�0/�EDVHG 6D0'� WKH )'$ FRXOG� IRU
H[DPSOH� OHYHUDJH LWV QDWLRQDO PRQLWRULQJ V\VWHP 6HQWLQHO���� 7KH )'$ ODXQFKHG

��� %DELF HW DO�� VXSUD QRWH ��� DW ��������
��� 6HH LG� DW �����
��� ,G� DW ��������
��� ,G� DW ����� )RU PRUH LQIRUPDWLRQ RQ FRYDULDWH VKLIW� VHH� IRU H[DPSOH� 6WHIIHQ %LFNHO HW DO��

'LVFULPLQDWLYH /HDUQLQJ IRU 'LIIHULQJ 7UDLQLQJ DQG 7HVW 'LVWULEXWLRQV ������ �XQSXEOLVKHG
PDQXVFULSW�� KWWSV���LFPO�FF�LPOV�FRQIHUHQFHV������SURFHHGLQJV�SDSHUV�����SGI�

��� %DELF HW DO�� VXSUD QRWH ��� DW �����
��� ,G� DW ����� $PULWD .KDOLG� *RRJOH¶V $, IRU 0DPPRJUDPV 'RHVQ¶W $FFRXQW IRU 5DFLDO

'LIIHUHQFHV� 48$57= �-DQ� �� ������ KWWSV���T]�FRP���������JRRJOHV�DL�IRU�PDPPRJUDPV�GRHVQW�
DFFRXQW�IRU�UDFH� )RU VWDWLVWLFV RQ EUHDVW FDQFHU� VHH .$,6(5 )$0� )281'�� &29(5$*( 2) %5($67
&$1&(5 6&5((1,1* $1' 35(9(17,21 6(59,&(6 �6HSW� ��� ������ KWWSV���ZZZ�NII�RUJ�ZRPHQV�
KHDOWK�SROLF\�IDFW�VKHHW�FRYHUDJH�RI�EUHDVW�FDQFHU�VFUHHQLQJ�DQG�SUHYHQWLRQ�VHUYLFHV�

��� 6HH %DELF HW DO�� VXSUD QRWH ��� DW �������� )RUPRUH H[DPSOHV� VHH %RULV %DELF HW DO�� :KHQ
0DFKLQH /HDUQLQJ *RHV 2II WKH 5DLOV� +$59� %86� 5(9� �-DQ��)HE� ������ KWWSV���KEU�RUJ�����
����ZKHQ�PDFKLQH�OHDUQLQJ�JRHV�RII�WKH�UDLOV�

��� %DELF HW DO�� VXSUD QRWH ��� DW ��������
��� 6HH %DELF HW DO�� VXSUD QRWH ��� DW ����� ,� *OHQQ &RKHQ HW DO�� 7KH (XURSHDQ $UWLILFLDO

,QWHOOLJHQFH 6WUDWHJ\� ,PSOLFDWLRQV DQG &KDOOHQJHV IRU 'LJLWDO +HDOWK� � /$1&(7 ',*,7� +($/7+



<$/( -2851$/ 2) +($/7+ 32/,&<� /$:� $1' (7+,&6 ���� ������

���

WKH 6HQWLQHO ,QLWLDWLYH LQ UHVSRQVH WR &RQJUHVV¶ PDQGDWH LQ WKH )'$ $PHQGPHQWV
$FW RI ������� WR GHYHORS QRYHO ZD\V WR HYDOXDWH WKH VDIHW\ RI PDUNHWHGPHGLFDO
SURGXFWV���� 7KH )'$DOVR DQQRXQFHGLQ 6HSWHPEHU���� WKDW6HQWLQHOZLOO H[SDQG
WR WKUHH FRRUGLQDWLQJ FHQWHUV� RQH RI ZKLFK� WKH 6HQWLQHO 2SHUDWLRQV &HQWHU� LV
IRFXVLQJ� DPRQJ RWKHU WRSLFV� RQ$,����

,Q DGGLWLRQ WR XVLQJ D QDWLRQDO PRQLWRULQJ V\VWHPDQG KDYLQJ DQ DSSURSULDWH
GLYLVLRQ RI ODERU���� D FRQWLQXRXV ULVN PRQLWRULQJ DSSURDFK IRU $,�0/�EDVHG
6D0' VKRXOG FRQVLVW RI DW OHDVW WKUHH RWKHU HOHPHQWV�

��� UHWHVWLQJ�

��� VLPXODWHG FKHFNV� DQG

��� DGYHUVDULDO VWUHVV WHVWV����

)LUVW� $,�0/�EDVHG 6D0' VKRXOG EH FRQWLQXRXVO\ UHWHVWHG RQ DOO SUHYLRXV
FDVHV���� 6HFRQG� $,�0/�EDVHG 6D0' VKRXOG EH FRQVWDQWO\ XVHG RQ ³VLPXODWHG
SDWLHQWV´ WR DVVHVV ZKHWKHU WKHLU EHKDYLRU LV UHOLDEOH ZLWK UHJDUG WR DQ DGHTXDWH
GLYHUVLW\ RI SDWLHQW W\SHV���� )RU H[DPSOH� SUHYLRXV SDWLHQW GDWD FRXOG EH XVHG WR
FUHDWH ³VLPXODWHG SDWLHQWV�´��� 7KLUG� RQH FRXOG SHUIRUP DOJRULWKPLF VWUHVV WHVWV
WKURXJKRXW WKH $,�0/�EDVHG 6D0'¶V OLIH F\FOH� ERUURZLQJ IURP F\EHUVHFXULW\
SUDFWLFHV���� ,Q SDUWLFXODU� $,�0/ LV YXOQHUDEOH WR DGYHUVDULDO DWWDFNV� ZKHUH D
VOLJKW FKDQJH²�DOPRVW� XQGHWHFWDEOH WR WKH KXPDQ H\H²LQ KRZ LQSXWV DUH
SUHVHQWHG WR WKH V\VWHPDOWHUV LWV RXWSXW� OHDGLQJ WR DQ LQFRUUHFW FRQFOXVLRQ���� 7KLV
LV HVSHFLDOO\ ZRUULVRPH LQ FDVHV ZKHUH WKH $,�0/�EDVHG 6D0' LV LQWHQGHG WR
GHWHFW� IRU H[DPSOH� D W\SH RI FDQFHU� VXFKDV VNLQ FDQFHU�DQG LQFRUUHFWO\FODVVLILHV
WKH PROH ZLWK ���� FRQILGHQFH DV PDOLJQDQW LQVWHDG RI EHQLJQ���� 7KXV� LW LV

H���� H��� ������� )'$¶V 6HQWLQHO ,QLWLDWLYH� 8�6� )22' 	 '58* $'0,1� �2FW� ��� ������
KWWSV���ZZZ�IGD�JRY�VDIHW\�IGDV�VHQWLQHO�LQLWLDWLYH�

��� )RRG DQG 'UXJ $GPLQLVWUDWLRQ $PHQGPHQWV $FW RI ����� 3XE� /� 1R� ������� ��� 6WDW�
����
��� )'$¶V 6HQWLQHO ,QLWLDWLYH� VXSUD QRWH ���� VHH DOVR 6(17,1(/� KWWSV���ZZZ�VHQWLQHOLQLWLDWLYH

�RUJ �ODVW YLVLWHG 0DU� ��� ����� �SURYLGLQJ DQ RYHUYLHZ RI 6HQWLQHO��
��� )'$¶V 6HQWLQHO ,QLWLDWLYH� VXSUD QRWH ����
��� 0RQLWRULQJ RI $,�0/�EDVHG 6D0' VKRXOG EH FDUULHG RXW E\ GLIIHUHQW DFWRUV WKDQ WKRVH

GHYHORSLQJ VXFK GHYLFHV� 6HH %DELF HW DO�� VXSUD QRWH ��� DW �����
��� 6HH LG�
��� ,G�
��� ,G�
��� ,G�
��� ,G�
��� 6DPXHO *� )LQOD\VRQ� $GYHUVDULDO $WWDFNV RQ 0HGLFDO 0DFKLQH /HDUQLQJ� ��� 6&,� ����

�������
��� ,G� DW ��������
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HVVHQWLDO WKDW $,�0/�EDVHG 6D0' ULJRURXVO\ XQGHUJR DOJRULWKPLF VWUHVV WHVWV
WKURXJKRXW WKHLU HQWLUH OLIH F\FOH�

$V D UHVXOW� D UREXVW FRQWLQXRXV ULVN PRQLWRULQJ DSSURDFK� OLNH WKH RQH
VXJJHVWHG DERYH� FDQ KHOS WR HQVXUH WKDW $,�0/�EDVHG 6D0' UHPDLQ VDIH DQG
HIIHFWLYH WKURXJKRXW WKHLU OLIH F\FOH� 7KLV DSSURDFK DOVR DOORZV WKH )'$ WR TXLFNO\
UHFDOO DQ $,�0/�EDVHG 6D0' IURP WKHPDUNHW LI QHFHVVDU\�

9� 6<67(0 9,(:

,W LV HVVHQWLDO WKDW WKH )'$ EURDGHQV LWV YLHZDQG FRQVLGHUV $,�EDVHGPHGLFDO
GHYLFHV DV V\VWHPV� QRW MXVW GHYLFHV���� 7KH DJHQF\ VKRXOG IRFXV PRUH RQ WKH
HQYLURQPHQW LQ ZKLFK $,�EDVHGPHGLFDO GHYLFHV DUH GHSOR\HG� 7KLV V\VWHPYLHZ
LV FUXFLDO WR HQVXUH WKDW$,�EDVHGPHGLFDOGHYLFHVDUH UHDVRQDEO\ VDIH DQG HIIHFWLYH
DV ZHOO DV EHQHILW SDWLHQWV� ,Q WKLV 3DUW� , FDUYH RXW WZR FRPSRQHQWV RI WKH V\VWHP
YLHZ� ��� FRQVLGHULQJ KXPDQ�$, LQWHUDFWLRQ DQG ��� LPSURYLQJ SDWLHQW RXWFRPHV�

$� &RQVLGHULQJ +XPDQ�$, ,QWHUDFWLRQ

*HQHUDOO\� ZKHQ$,�EDVHGPHGLFDO GHYLFHV HQWHU PHGLFDO SUDFWLFH� WKH\ ZLOO
LQWHUDFW ZLWK KXPDQV WR YDU\LQJ GHJUHHV �IURP OLWWOH WR FROODERUDWLYHO\�� 7KXV� LW LV
HVVHQWLDO WKDW UHJXODWRUV OLNH WKH )'$ EURDGHQ WKHLU YLHZ DQG V\VWHPDWLFDOO\
FRQVLGHU WKH LQWHUDFWLRQ EHWZHHQ WKH KXPDQ DQG WKH $,� 7KH V\VWHP YLHZ LV
HVSHFLDOO\ UHOHYDQW IRU $,�EDVHG PHGLFDO GHYLFHV EHFDXVH WKHLU SHUIRUPDQFH LQ WKH
DFWXDO SUDFWLFH VHWWLQJ LV OHVV SUHGLFWDEOH WKDQ WKDW RI WUDGLWLRQDO PHGLFDO GHYLFHV�
VXFK DV FUXWFKHV RU FRQWDFW OHQVHV���� $,�EDVHG PHGLFDO GHYLFHV FDQ EH ELDVHG�
RSDTXH� DQG�RU DGDSWLYH� +XPDQ IDFWRUV DQG WKH LQWHUDFWLRQ RI WKHVH FRPSOH[
V\VWHPV ZLWK WKH HQYLURQPHQW ZLOO OLNHO\ LQFUHDVH YDULDQFH EHWZHHQ VXFKPHGLFDO
GHYLFHV¶ SHUIRUPDQFH LQ VLPXODWHG WHVWLQJ VHWWLQJV DQG UHDO OLIH����

)RU H[DPSOH� LPDJLQH DQ $,�EDVHGPHGLFDO GHYLFH WKDW LV GHYHORSHG DQG XVHG
LQ D KLJKO\ VSHFLDOL]HG FOLQLF DQG PDNHV VRSKLVWLFDWHG UHFRPPHQGDWLRQV WR
VSHFLDOLVW SHUVRQQHO LQ WKDW FOLQLF� 7KH GHYLFH VKDOO QRZ EH GHSOR\HG LQ DQRWKHU
KRVSLWDO LQ D UXUDO DUHD WKDW LV QRW DV VSHFLDOL]HG DV WKH FOLQLF ZKR GHYHORSHG LW DQG
KDV IDU IHZHU PHGLFDO VSHFLDOLVWV� ,W PD\ ZHOO EH WKDW WKH UHFRPPHQGDWLRQV WKH $,
PDNHV DUH QRW IHDVLEOH� XVHIXO� VDIH� DQG�RU FRVW�HIIHFWLYH IRU OHVV VSHFLDOL]HG
SHUVRQQHO LQ D UXUDO KRVSLWDO���� ,Q RWKHU ZRUGV� DV 0LOGUHG &KR SXWV LW� ³6\VWHPV

��� 6DUD *HUNH HW DO�� 7KH 1HHG IRU D 6\VWHP 9LHZ WR 5HJXODWH $UWLILFLDO ,QWHOOLJHQFH�0DFKLQH
/HDUQLQJ�%DVHG 6RIWZDUH DV 0HGLFDO 'HYLFH� � 13- ',*,7� 0('�� QR� �� �������

��� ,G� DW ��
��� ,G�
��� 7LPR 0LQVVHQ� 6DUD *HUNH� 0DWHR $ER\� 1LFKROVRQ 3ULFH 	 *OHQQ &RKHQ� 5HJXODWRU\

5HVSRQVHV WR 0HGLFDO 0DFKLQH /HDUQLQJ� � -� /� 	 %,26&,� O� �� �������
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GHYHORSHGLQ RQH KRVSLWDORIWHQIORSZKHQGHSOR\HG LQ D GLIIHUHQW IDFLOLW\�´��� 7KXV�
$, EHDUV WKH ULVN RI ³FRQWH[WXDO´ ELDV����

$OWKRXJK SHUKDSV GHVLUDEOH� LW ZLOO OLNHO\ QRW EH IHDVLEOH WR UHTXLUH OLFHQVHV DW
WKH OHYHO RI DQ LQGLYLGXDO FOLQLF���� +RZHYHU� WKH )'$ FRXOG DW OHDVW UHTXLUH
ULJRURXV KXPDQ IDFWRUV WHVWLQJ IRU DOO $,�EDVHG PHGLFDO GHYLFHV WKDW UHTXLUH
SUHPDUNHW VXEPLVVLRQ� 7KLVZRXOGLQFOXGH� IRU H[DPSOH�D GHPRQVWUDWLRQWKDWXVHUV
FDQ XVH WKH$,�EDVHGPHGLFDOGHYLFHFRUUHFWO\EDVHGPHUHO\RQ UHDGLQJWKH ODEHOLQJ
DQG WKDW WKH\ FDQ FRUUHFWO\ LQWHUSUHW LWV RXWSXW DQG XQGHUVWDQG WKDW VXFK GHYLFHV
EHDU WKH ULVNV RI IDOVH�SRVLWLYH DQG IDOVH�QHJDWLYH UHDGLQJV� ,I LW LV DQ $,�EDVHG
KRPH PRQLWRULQJ WHFKQRORJ\� ZKLFK LV XVHG ZLWKRXW �GLUHFW� VXSHUYLVLRQ E\ D
KHDOWK FDUH SURIHVVLRQDO� KXPDQ IDFWRUV WHVWLQJ VKRXOG DOVR LQFOXGH WKDW XVHUV GR
QRW RYHU�UHO\ RQ LWV RXWSXW DQG FRPSUHKHQGZKHQ WR VHHN PHGLFDO FDUH���� 7R LWV
FUHGLW� WKH )'$ UHTXLUHG KXPDQ IDFWRUV WHVWLQJ IRU D IHZ$,�EDVHGPHGLFDO GHYLFHV
WKDW UHFHLYHG PDUNHWLQJ DXWKRUL]DWLRQ YLD WKH 'H 1RYR SDWKZD\� VXFK DV IRU ,'[�
'5 DQG $SSOH¶V LUUHJXODU UK\WKP QRWLILFDWLRQ IHDWXUH���� +RZHYHU� VXFK WHVWLQJ
VKRXOG EH VWDQGDUGL]HG DQG UHTXLUHG IRU DOO $,�EDVHG PHGLFDO GHYLFHV WKDW DUH
VXEMHFW WR SUHPDUNHW VXEPLVVLRQ� ,W LV DOVR LPSRUWDQW WKDW WKH WHVWLQJ EH FDUULHG RXW
LQ DFWXDO SUDFWLFH VHWWLQJV VLQFH WKH UHVXOWV ZLOO OLNHO\ YDU\ ZLWK WKH KXPDQ
LQYROYHPHQW LQ GHFLVLRQ�PDNLQJ����

$QRWKHU LVVXH LQ WKH KXPDQ�$, LQWHUDFWLRQ LV WUDLQLQJ DQG HGXFDWLRQ� $ JRRG�
DOWKRXJK QRQ�$,� H[DPSOH LV WKH GD9LQFL VXUJLFDO V\VWHP�'D 9LQFL LV D URERW WKDW
KHOSV VXUJHRQV WR SHUIRUPPLQLPDOO\ LQYDVLYH VXUJHU\� 7KH VXUJHRQXVHVD FRQVROH�
DQG WKH GD 9LQFL V\VWHP WUDQVODWHV WKH VXUJHRQ¶V KDQG PRYHPHQWV���� 7KH )'$
ILUVW FOHDUHG WKH V\VWHP LQ ����� EXW VLQFH WKHQ� XQIRUWXQDWHO\� PDQ\ SDWLHQWV KDYH
VXIIHUHG VHYHUH FRPSOLFDWLRQV� VRPH RI ZKLFK HYHQ UHVXOWHG LQ GHDWK���� 2QH RI WKH
UHDVRQV IRU VXFK FRPSOLFDWLRQV ZDV D ODFN RI WUDLQLQJ RI WKH VXUJHRQV ZLWK WKH
GHYLFH����

7UDLQLQJ DQG HGXFDWLRQ� LQ SDUWLFXODU� DUH FUXFLDO IRU DOO XVHUV RI $,�EDVHG

��� 6]DER� VXSUD QRWH ����
��� 1LFKROVRQ 3ULFH� 0HGLFDO $, DQG &RQWH[WXDO %LDV� �� +$59� -�/�	7(&+� �� �������
��� *HUNH HW DO�� VXSUD QRWH ���� DW ��
��� *HUNH HW DO�� VXSUD QRWH �� DW �����
��� 8�6� )22' 	 '58* $'0,1�� VXSUD QRWH ��� /HWWHU IURP $QJHOD &� .UXHJHU WR 'RQQD�%HD

7LOOPDQ� VXSUD QRWH ���
��� *HUNH HW DO�� VXSUD QRWH ���� DW ��
��� $ERXW 'D 9LQFL 6\VWHPV� ,178,7,9( ������� KWWSV���ZZZ�GDYLQFLVXUJHU\�FRP�GD�YLQFL�

V\VWHPV�DERXW�GD�YLQFL�V\VWHPV�
��� .ULVWLQ &RPSWRQ� 'D 9LQFL 6XUJLFDO 6\VWHP� '58*:$7&+ �������

KWWSV���ZZZ�GUXJZDWFK�FRP�GDYLQFL�VXUJHU\� VHH DOVR (PLO\ 5� 6LHJHO HW DO�� 7KH 'D 9LQFL 6XUJLFDO
5RERW� $ 0HGLFDO %UHDNWKURXJK :LWK 5LVNV IRU 3DWLHQWV� 1%&1(:6 �'HF� ��� ������ KWWSV���ZZZ
�QEFQHZV�FRP�KHDOWK�KHDOWK�QHZV�GD�YLQFL�VXUJLFDO�URERW�PHGLFDO�EUHDNWKURXJK�ULVNV�SDWLHQWV�
Q������ �WHOOLQJ WKH VWRU\ RI /DXULH )HDWKHUVWRQH� DQ LQMXUHG SDWLHQW��

��� 6LHJHO HW DO�� VXSUD QRWH ����
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PHGLFDO GHYLFHV VLQFH WKHLU RXWFRPHV FDQ YDU\ FRQVLGHUDEO\ WKH PRUH KXPDQ
LQYROYHPHQW WKHUH LV���� )RU H[DPSOH� LQ )HEUXDU\ ����� WKH )'$ SHUPLWWHG
PDUNHWLQJ RI WKH ILUVW FDUGLDF XOWUDVRXQG �HFKRFDUGLRJUDSK\� VRIWZDUH� FDOOHG
&DSWLRQ *XLGDQFH� YLD WKH 'H 1RYR SDWKZD\���� 7KH VRIWZDUH XVHV $, WR KHOS WKH
XVHU FDSWXUH LPDJHV RI SDWLHQWV¶ KHDUWV���� 7KH SHFXOLDULW\ RI WKH VRIWZDUH LV WKDW LW
FDQ EH XVHG E\ QRQ�H[SHUWV� VXFK DV QXUVHV ZLWK RQO\ D IHZ GD\V RI WUDLQLQJ����
7KXV� VLQFH PRUH $,�EDVHG PHGLFDO GHYLFHV� VLPLODU WR ,'[�'5 DQG &DSWLRQ
*XLGDQFH� WKDW FDQ EH XVHG E\ QRQ�H[SHUWV DUH OLNHO\ WR HQWHU WKH 8�6� PDUNHW LQ
WKH QHDU IXWXUH� WUDLQLQJ DQG HGXFDWLRQ RI WKH XVHUV RI VXFK GHYLFHV DW UHJXODU
LQWHUYDOV ZLOO EH HYHQ PRUH LPSRUWDQW�+HQFH� HYHQ LI WKH )'$ GRHV QRW UHJXODWH
WKH SUDFWLFH RI PHGLFLQH� WKH DJHQF\ FRXOG PRUH RIWHQ GHPDQG WKDW $, PDNHUV VHW
XS D WUDLQLQJSURJUDPZLWK LQVWUXFWLRQV RQKRZ WR XVHWKH$,�EDVHGPHGLFDOGHYLFH�
VXFK DV WKH DJHQF\ GLG LQ WKH FDVH RI ,'[�'5���� $OWHUQDWLYHO\ RU DGGLWLRQDOO\� WKH
)'$ FRXOG PRUH IUHTXHQWO\ UHTXLUH $,�PDNHUV WR LQFOXGH D GHWDLOHG GHVFULSWLRQ RI
WKH UHFRPPHQGHGXVHU WUDLQLQJLQ WKH ODEHOLQJRI WKH$,�0/�EDVHGPHGLFDOGHYLFH�
DV ZDV WKH FDVH� IRU H[DPSOH� IRU&DSWLRQ *XLGDQFH����

$ UHVHDUFK WHDP DW 'XNH 8QLYHUVLW\ LV DOVR WKLQNLQJ DERXW QHZ ZD\V RI
ODEHOLQJ KHDOWK $,V� VLPLODU WR ³QXWULWLRQ ODEHOV´ WKDW FRQWDLQ IDFWV RQ WKH LQWHQGHG
XVH RI WKH V\VWHP DQG KRZ LW VKRXOG EH XVHG���� 0RUH LQLWLDWLYHV VXFK DV WKH RQH DW
'XNH DUH QHHGHG WR EHWWHU XQGHUVWDQGZKDW FRQWHQW VXFK ODEHOLQJ VKRXOG LQFOXGH WR
SURPRWH XVHU WUDQVSDUHQF\ DQG FRPSUHKHQVLRQ RI WKH EHQHILWV� VKRUWFRPLQJV� DQG
ULVNV RI $,�EDVHG PHGLFDO GHYLFHV DQG WR PLWLJDWH XVHU HUURUV� ,W LV WKXV WR EH
ZHOFRPHG WKDW WKH )'$KDV UHFHQWO\ RUJDQL]HG D SXEOLF ZRUNVKRS RQ WUDQVSDUHQF\
RI $,�0/�EDVHGPHGLFDOGHYLFHV� LQZKLFKWKH WRSLFRI ODEHOLQJZDV DOVR GLVFXVVHG�

��� *HUNH HW DO�� VXSUD QRWH ���� DW ��
��� /HWWHU IURP 5REHUW 2FKV� 'HSXW\ 'LU� 5DGLRORJLFDO +HDOWK� 8�6� )RRG 	 'UXJ $GPLQ� WR

6DP 6XUHWWH� 5$�4$ 0DQDJHU� &DSWLRQ +HDOWK� ,QF� �)HE� �� ������ KWWSV���ZZZ�DFFHVVGDWD�IGD�JRY
�FGUKBGRFV�SGI���'(1�������SGI� )'$ 1HZV 5HOHDVH� )'$ $XWKRUL]HV 0DUNHWLQJ RI )LUVW &DUGLDF
8OWUDVRXQG 6RIWZDUH 7KDW 8VHV $UWLILFLDO ,QWHOOLJHQFH WR *XLGH 8VHU� 8�6� )22' 	 '58* $'0,1�
�)HE� �� ������ KWWSV���ZZZ�IGD�JRY�QHZV�HYHQWV�SUHVV�DQQRXQFHPHQWV�IGD�DXWKRUL]HV�PDUNHWLQJ�
ILUVW�FDUGLDF�XOWUDVRXQG�VRIWZDUH�XVHV�DUWLILFLDO�LQWHOOLJHQFH�JXLGH�XVHU�

��� ,G�
��� ,G�� &DVH\ 5RVV� $, +DV $UULYHG LQ 0HGLFDO ,PDJLQJ� 1RZ WKH )'$ 1HHGV WR 0RQLWRU ,WV

,PSDFW RQ 3DWLHQWV� 67$7 �)HEU� ��� ������ KWWSV���ZZZ�VWDWQHZV�FRP������������DL�PHGLFDO�
LPDJLQJ�IGD�PRQLWRU�LPSDFW�SDWLHQWV�

��� 8�6� )22' 	'58* $'0,1�� VXSUD QRWH ��� DW ��� *HUNH HW DO�� VXSUD QRWH ����
��� /HWWHU IURP 5REHUW 2FKV WR 6DP 6XUHWWH�� VXSUD QRWH ���� DW ��
��� 6HH 0DUN 3� 6HQGDN HW DO�� 3UHVHQWLQJ 0DFKLQH /HDUQLQJ 0RGHO ,QIRUPDWLRQ WR &OLQLFDO

(QG 8VHUV :LWK0RGHO )DFWV /DEHOV� � 13- ',*,7�0('�� QR� �� ������� (ULQ %URGZLQ�:LWK µ1XWULWLRQ
/DEHOV¶ DQG DQ $QWKURSRORJLVW¶V (\H� 'XNH 3LRQHHUV D 1HZ $SSURDFK WR $, LQ 0HGLFLQH� 67$7
�2FW� �� ������ KWWSV���ZZZ�VWDWQHZV�FRP������������GXNH�DUWLILFLDO�LQWHOOLJHQFH�KRVSLWDO�
PHGLFLQH�
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WR JDWKHU LQSXW IURP VWDNHKROGHUV����
$QRWKHU H[DPSOH WR VHH WKH FKDOOHQJHV RI WKH LQWHUDFWLRQ EHWZHHQ WKH KXPDQ

DQG WKH $, LV PRUWDOLW\ SUHGLFWLRQ PRGHOV� $V , KDYH HVWDEOLVKHG DQG DUJXHG
DERYH���� LW LV KLJKO\ XQFOHDU ZKHWKHU $,�EDVHG PRUWDOLW\ SUHGLFWLRQ PRGHOV DUH
PHGLFDO GHYLFHV XQGHU FXUUHQW ODZ� EXW WKH\ VKRXOG EH� ,PDJLQH WKDW WKH PRGHO
SUHGLFWV WKH SDWLHQWZLOOGLH LQ WKH QH[W��PRQWKV�+RZHYHU� WKH SDWLHQW¶V SK\VLFLDQ
GLG QRW IRUHVHH WKLV� :KDW VKRXOG WKH SK\VLFLDQ GR" 6KRXOG WKH SK\VLFLDQ UHO\ RQ
WKH $, RU LJQRUH LWV SUHGLFWLRQ" 6KRXOG WKH SK\VLFLDQ VWDUW DQ HQG�RI�OLIH GLVFXVVLRQ
ZLWK WKH SDWLHQW" 6KRXOG WKH SK\VLFLDQ WHOO WKH SDWLHQW DERXW WKH $," ,PDJLQH WKDW
WKH SK\VLFLDQ GHFLGHV WR WDON WR WKH SDWLHQW DERXW WKH SRVVLELOLW\ RI GHDWK LQ WKH QH[W
�� PRQWKV EXW GRHV QRW PHQWLRQ WKH $,� ,V WKLV WKH ULJKW FKRLFH" :KDW KDSSHQV LI
WKH $, WXUQV RXW WR EH ZURQJ DQG WKH SK\VLFLDQ VWRSV �LQVWHDG RI FRQWLQXHV� WKH
SDWLHQW¶V WUHDWPHQW"

7KHVH DUH WULFN\ TXHVWLRQV WKDW KDYH QRW UHFHLYHG HQRXJK DWWHQWLRQ� HYHQ
WKRXJK PDQ\ KRVSLWDOV DUH DOUHDG\ XVLQJ WKHVH V\VWHPV RQ UHDO SDWLHQWV���� 6XSSRVH
D KHDOWK $,�EDVHG SURGXFW LV LQWHQGHG WR EH XVHG LQ FULWLFDO� VHQVLWLYH VLWXDWLRQV�
VXFK DV SUHGLFWLQJ D SDWLHQW¶V GHDWK� ,Q WKDW FDVH� LW LV HVVHQWLDO WKDW VRFLHW\ VWDUWV D
GLVFXVVLRQ DERXW WUDQVSDUHQF\ DQG ZKHWKHU WKH SDWLHQW KDV D ULJKW WR NQRZ WKDW DQ
$, ZDV LQYROYHG DQG PD\ KDYH LQIOXHQFHG WKH SK\VLFLDQ¶V GHFLVLRQ WR VWRS RU
FRQWLQXH WUHDWPHQW� 7KH LQWHUDFWLRQ EHWZHHQ WKH KXPDQ DQG WKH $, LV FUXFLDO IRU D
VXFFHVVIXO RXWFRPH� 7KH KRVSLWDOV WKDW GHSOR\ VXFK $,V VKRXOG GHYHORS EHVW
SUDFWLFH JXLGDQFH RQ KRZ WR XVH WKHVH WRROV� (YHQ LI WKH )'$ GRHV QRW UHJXODWH WKH
SUDFWLFH RI PHGLFLQH� WKHUH LV VWLOO VRPHWKLQJ WKH DJHQF\ FDQ GR� )LUVW� DV DUJXHG
DERYH���� WKH )'$FRXOG DVN&RQJUHVV WR DPHQG WKH )'&$DQGFOHDUO\FODVVLI\$,�
EDVHG PRUWDOLW\ SUHGLFWLRQ PRGHOV DV PHGLFDO GHYLFHV DQG HQVXUH WKDW WKH\ DUH
UHDVRQDEO\ VDIH DQG HIIHFWLYHZKHQ ODXQFKHG RQ WKH8�6� PDUNHW DQG XVHG WR PDNH
VXFK VHQVLWLYH SUHGLFWLRQV� 6HFRQG� RQFH $,�EDVHG PRUWDOLW\ SUHGLFWLRQPRGHOV DUH
FOHDUO\ FODVVLILHG DV PHGLFDO GHYLFHV� WKH )'$ FRXOG WKHQ GHPDQG WKDW $, PDNHUV
VHW XS D WUDLQLQJ SURJUDPZLWK LQVWUXFWLRQV RQ KRZ WR XVH WKH GHYLFH DQG�RU UHTXLUH
WKHP WR LQFOXGH D GHWDLOHG GHVFULSWLRQ RI WKH UHFRPPHQGHG XVHU WUDLQLQJ LQ WKH
ODEHOLQJ RI WKH GHYLFH� 7KLUG� WKH )'$PD\ DOVR FRQVLGHU UHTXLULQJ²VLPLODU WR WKH
FDVH RI HPHUJHQF\ XVH DXWKRUL]DWLRQV IRU PHGLFDO GHYLFHV���²$, PDNHUV WR

��� 9LUWXDO 3XEOLF :RUNVKRS � 7UDQVSDUHQF\ RI $UWLILFLDO ,QWHOOLJHQFH�0DFKLQH /HDUQLQJ�
(QDEOHG 0HGLFDO 'HYLFHV� 8�6� )22' 	 '58* $'0,1� �2FW� ��� ������
KWWSV���ZZZ�IGD�JRY�PHGLFDO�GHYLFHV�ZRUNVKRSV�FRQIHUHQFHV�PHGLFDO�GHYLFHV�YLUWXDO�SXEOLF�
ZRUNVKRS�WUDQVSDUHQF\�DUWLILFLDO�LQWHOOLJHQFHPDFKLQH�OHDUQLQJ�HQDEOHG�PHGLFDO�GHYLFHV�

��� 6HH VXSUD 6HFWLRQ ,,�%�� DQG 6HFWLRQ ,,�%���
��� 6HH� H�J�� 5REELQV� VXSUD QRWH ���� 5HEHFFD 5REELQV 	 (ULQ %URGZLQ� $Q ,QYLVLEOH +DQG�

3DWLHQWV $UHQ¶W %HLQJ 7ROG $ERXW WKH $, 6\VWHPV $GYLVLQJ 7KHLU &DUH� 67$7 �-XO\ ��� ������
KWWSV���ZZZ�VWDWQHZV�FRP������������DUWLILFLDO�LQWHOOLJHQFH�SDWLHQW�FRQVHQW�KRVSLWDOV�

��� 6HH VXSUD 6HFWLRQ ,,�%���
��� *HUNH HW DO�� VXSUD QRWH �� DW �����
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GHYHORS IDFW VKHHWV IRU KHDOWK SURIHVVLRQDOV DQG SDWLHQWV �WKH ODWWHU ZULWWHQ LQ SODLQ
ODQJXDJH� WKDW KHOS WKHP WR EHWWHU XQGHUVWDQG WKH GHYLFH� VXFK DV LWV LQWHQGHG XVH�
LWV EHQHILWV� DQGLWV ULVNV� ,Q WKH IDFW VKHHW IRU KHDOWKSURIHVVLRQDOV�WKHPDQXIDFWXUHU
FRXOG DOVR LQFOXGH SUDFWLFDO LQIRUPDWLRQ RQ KRZ EHVW WR KDQGOH WKH VLWXDWLRQ DQG
SUHGLFWLRQV E\ WKH$,�

,Q JHQHUDO� D GLVFXVVLRQZLWK DOO VWDNHKROGHUV LQ WKH ILHOGVKRXOG EHJLQZLWK WKH
TXHVWLRQ RI ZKHWKHU SDWLHQWV �VKRXOG� KDYH D ULJKW WR NQRZ DERXW WKH LQYROYHPHQW
RI DQ$,�EDVHGSUHGLFWLRQPRGHO� 6RPH KRVSLWDOV DUH FXUUHQWO\ XVLQJWKRVH V\VWHPV
ZLWKRXW WHOOLQJ WKHLU SDWLHQWV���� ,V WKDW PRUDOO\ MXVWLILDEOH" ,QVWHDG RI KLGLQJ QHZ
$,�EDVHG SURGXFWV EHKLQG WKH VFHQHV� LV LW QRW EHWWHU WR EH IUDQN XSIURQW DQG
SURPRWH WUXVW LQ WKH GRFWRU�SDWLHQW UHODWLRQVKLS" ,� *OHQQ &RKHQ KDV UHFHQWO\
ZULWWHQ DERXW LQIRUPHG FRQVHQW DQG PHGLFDO $,� DUJXLQJ WKDW ³WKH H[LVWLQJ OHJDO
GRFWULQH RI LQIRUPHG FRQVHQW GRHV QRW UREXVWO\ VXSSRUW DQ REOLJDWLRQ WR GLVFORVH
WKH XVH RI PHGLFDO $,�0/�´ ZLWK VRPH H[FHSWLRQV� VXFK DV ZKHQ WKH SDWLHQW
H[SOLFLWO\ DVNHG IRU WKH EDVLV RI WKH GHFLVLRQ PDNLQJ DQG LV PLVLQIRUPHG E\ WKH
SK\VLFLDQ���� &RKHQPHQWLRQHG LQ DQ LQWHUYLHZ WKDW WUXVW LQ WKH KHDOWK FDUH V\VWHP
DQG $, FRXOG EH XQGHUFXW LI SDWLHQWV ³ZHUH WR ILQG RXW� DIWHU WKH IDFW� WKDW WKHUH¶V D
UDVK RI WKLV EHLQJ XVHG ZLWKRXW DQ\RQH HYHU WHOOLQJ WKHP�́ ��� 7KXV� WKLV GLVFXVVLRQ
DERXW WKH KXPDQ�$, LQWHUDFWLRQ LV FUXFLDO DQG QHHGV WR KDSSHQ QRZ DPRQJ
VWDNHKROGHUV� LQFOXGLQJ SDWLHQWV�$V FDQ EH VHHQ�PDQ\ RSHQ TXHVWLRQV KDYH \HW WR
EH DQVZHUHG UHJDUGLQJ WKH KXPDQ�$, LQWHUDFWLRQ� EXW WKH V\VWHP YLHZ FDQ KHOS
UHJXODWRUV OLNH WKH )'$ DQG VWDNHKROGHUV VHH WKHVH LVVXHV DQG DGGUHVV WKHP�

%� ,PSURYLQJ 3DWLHQW 2XWFRPHV

7KH VHFRQG OHVVRQ WKH V\VWHPYLHZ JLYHV XV LV WKDW $,�EDVHGPHGLFDO GHYLFHV
GR QRW RQO\ QHHG WR EH VDIH EXW VKRXOG DOVR LPSURYH SDWLHQW RXWFRPHV� 7KLV LV D
FUXFLDO SRLQW� EXW LW KDV� XQIRUWXQDWHO\� EHHQ QHJOHFWHG VR IDU�$V WKH FKHVV SOD\HU�
*DUU\ .DVSDURY� FRUUHFWO\ SRLQWHG RXW� ³:HDN KXPDQ �PDFKLQH � EHWWHU SURFHVV
ZDV VXSHULRU WR D VWURQJFRPSXWHU DORQH DQG�PRUH UHPDUNDEO\�VXSHULRU WR D VWURQJ
KXPDQ �PDFKLQH � LQIHULRU SURFHVV�́ ��� 7KXV� WKH GHFLVLYH SRLQW LV WKH ³SURFHVV�́
DQG LI RQH GRHV QRW NQRZ PRUH DERXW WKH SURFHVV RI WKH $,�EDVHGPHGLFDO GHYLFH�
RQH GRHV QRW NQRZ ZKHWKHU LW ZLOO LPSURYH RXWFRPHV���� .DVSDURY WHDFKHV XV WKDW

��� 5REELQV� VXSUD QRWH ���� (PSDWK\ PD\ DOVR SOD\ DQ LPSRUWDQW UROH KHUH� 6HH 1LFRODV 7HUU\�
$SSLILFDWLRQ� $,� DQG +HDOWKFDUH¶V 1HZ ,URQ 7ULDQJOH� �� -� +($/7+ &$5( /� 	 32/¶< ���� ���±��
�������

��� &RKHQ� VXSUD QRWH �� DW ���� �������
��� 5REELQV 	 %URGZLQ� VXSUD QRWH ����
��� *$55< .$63$529� '((3 7+,1.,1*� :+(5( 0$&+,1( ,17(//,*(1&( (1'6 $1' +80$1

&5($7,9,7< %(*,16 ��� �������
��� *HUNH HW DO�� VXSUD QRWH ���� DW ��
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HYHQ LI RQH KDV DQ DFFXUDWH KHDOWK $,²ZKLFK LV LWVHOI FKDOOHQJLQJ WR DFKLHYH²
KXPDQ IDFWRUV DQG WKH HQYLURQPHQW LQ ZKLFK WKH SURGXFW ZLOO EH GHSOR\HG QHHG WR
EH FRQVLGHUHG WR HQVXUH WKDW WKH KHDOWK $, DFWXDOO\ EHQHILWV SDWLHQWV�

,W VHHPV WKDW VR IDU� KRZHYHU� PRVW $,�EDVHGPHGLFDO GHYLFHV KDYH QRW EHHQ
VKRZQ WR LPSURYH SDWLHQW RXWFRPHV� )RU H[DPSOH� LW LV XQFOHDU ZKHWKHU ,'[�'5�
ZKLFK KDV DOUHDG\ EHHQ XVHG LQ FOLQLFDO FDUH DW RYHU WZHQW\ VLWHV DFURVV WKH 8�6��
LPSURYHV SDWLHQW RXWFRPHV���� 7R LWV FUHGLW� WKH FRPSDQ\ LV FXUUHQWO\ FDUU\LQJ RXW
VHYHUDO VWXGLHV WR H[DPLQH ZKHWKHU GLDEHWLF SDWLHQWV ZKR UHFHLYH D SRVLWLYH UHVXOW
RI PRUH WKDQ D PLOG OHYHO RI GLDEHWLF UHWLQRSDWK\ DUH JRLQJ WR WKH RSKWKDOPRORJLVW
DQG UHFHLYLQJ FDUH���� 7KH FRPSDQ\ KDV DOVR UHFHQWO\ ODXQFKHG D FDUH FRRUGLQDWLRQ
PRGHO WKDW ZLOO HQVXUH WKDW SDWLHQWV ZLWK D SRVLWLYH UHVXOW UHFHLYH IROORZ�XS FDUH����
7KHVH DUH ODXGDEOH DFWLRQV� EXW D UDUH H[FHSWLRQ LQ WKH ILHOG� 7KXV� WKH )'$ FRXOG
VWHS LQ DQG UHTXLUH� IRU H[DPSOH�FRPSDUDWLYH VWXGLHV IRU$,�EDVHGPHGLFDOGHYLFHV
ZKHUH DSSURSULDWH WKDW GHPRQVWUDWH EHWWHU RXWFRPHV ZLWK YHUVXV ZLWKRXW WKH
GHYLFH� 7KH )'$ FRXOG HLWKHU GHPDQG WKHP DV D SUHPDUNHW RU SRVWPDUNHW
UHTXLUHPHQW� GHSHQGLQJ RQ ZKHWKHU WKH $,�EDVHG PHGLFDO GHYLFH LV XUJHQWO\
QHHGHG RQ WKHPDUNHW� $JDLQ� WKH FKDOOHQJH IDFHG E\ UHJXODWRUV ZLOO EH WR SURSHUO\
EDODQFH WKH GLIIHUHQW VWDNHKROGHU LQWHUHVWV� 7KH RSWLPDO ZD\ ZRXOG EH IDFLOLWDWLQJ
LQQRYDWLRQ ZKLOH VLPXOWDQHRXVO\ HQVXULQJ WKDW WKH8�6� PDUNHW ZLOO QRW EH IORRGHG
ZLWK XVHOHVV SURGXFWV WKDW GR QRW LPSURYH SDWLHQW RXWFRPHV DQG DUH DOVR QRW
RWKHUZLVH YDOXDEOH� VXFK DV SURGXFWV WKDW GR QRW HYHQ UHGXFH WKH ODERUEXUGHQ RQ
SK\VLFLDQV�

$QRWKHU H[DPSOH LV PRELOH KHDOWK DSSV� 7KHUH DUH RYHU �������PRELOH KHDOWK
DSSV RQ WKH PDUNHW� EXW OLWWOH GDWD RQ ZKHWKHU RU QRW WKH\ DFWXDOO\ EHQHILW
SDWLHQWV���� 0RVW RI WKHP� DV GLVFXVVHG HDUOLHU���� DUH QRW FODVVLILHG DV PHGLFDO
GHYLFHV DQG DUH QRW )'$ UHYLHZHG� +RZHYHU� HYHQ WKH RQHV WKDW DUH FRQVLGHUHG WR
EH PHGLFDO GHYLFHV KDYH QRW QHFHVVDULO\ EHHQ VKRZQ WR GR PRUH JRRG WKDQ KDUP�
7DNH� IRU H[DPSOH� $SSOH¶V LUUHJXODU UK\WKP QRWLILFDWLRQ IHDWXUH WKDW LV LQWHQGHG WR
QRWLI\ WKH XVHU RI SRVVLEOH$)LE���� 0RVW XVHUV RI WKH $SSOH :DWFK DUH \RXQJ DQG
KHDOWK\ SHRSOHZKRXVXDOO\ DUH QRWFRQVLGHUHGDW ULVN IRU VXIIHULQJ$ILE���� $URXQG

��� &DUIDJQR� VXSUD QRWH ���
��� ,G�
��� ,G�
��� 6HH 6WHSKDQ )LKQ HW DO�� 'HSOR\LQJ $, LQ &OLQLFDO 6HWWLQJV� LQ $57,),&,$/ ,17(//,*(1&( ,1

+($/7+ &$5(�7+( +23(� 7+( +<3(� 7+( 3520,6(� 7+( 3(5,/ ���� ��� �0LFKDHO 0DWKHQ\ HW DO� HGV��
�VW HG� ������ 0LFKDHO *HRUJLRX� 'HYHORSLQJ D +HDOWKFDUH $SS LQ ����� :KDW GR 3DWLHQWV 5HDOO\
:DQW"� ,0$*,129$7,21 �'HF� ��� ������ KWWSV���ZZZ�LPDJLQRYDWLRQ�QHW�EORJ�GHYHORSLQJ�D�PRE LOH�
KHDOWK�DSS�ZKDW�SDWLHQWV�UHDOO\�ZDQW�

��� 6HH VXSUD 6HFWLRQ ,,�%���
��� )RU PRUH LQIRUPDWLRQ RQ WKH DSS� VHH VXSUD 6HFWLRQ ,�%�
��� &DVH\ 5RVV� &29,'��� $SSV DQG :HDUDEOHV $UH (YHU\ZKHUH� &DQ 7KH\ $FWXDOO\ %HQHILW

3DWLHQWV"� 67$7 �$XJ� �� ������ KWWSV���ZZZ�VWDWQHZV�FRP������������FRYLG���ZHDUDEOHV�DSSV�
SDWLHQW�FDUH�
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��� RI LQGLYLGXDOV ZLWK $ILE DUH EHWZHHQ �� DQG �� \HDUV ROG���� ,Q DGGLWLRQ�
GLDJQRVWLF WRROV FDQ DOZD\V KDYH IDOVH�SRVLWLYH DQG IDOVH�QHJDWLYH UHVXOWV� 7KLV
PD\ SHUKDSV DOVR EH WKH UHDVRQ ZK\$SSOH QDUURZHG WKH DSS¶V LQGLFDWLRQV IRU XVH�
WKH DSS LV H[SOLFLWO\ ³QRW LQWHQGHG WR SURYLGH D QRWLILFDWLRQ RQ HYHU\ HSLVRGH RI
LUUHJXODU UK\WKP VXJJHVWLYH RI $ILE´ DQG ³LV QRW LQWHQGHG WR UHSODFH WUDGLWLRQDO
PHWKRGV RIGLDJQRVLVRU WUHDWPHQW�´��� 6WLOO� LW LV OLNHO\ WKDWPDQ\ XVHUVGR QRWNQRZ
WKDW$SSOH¶V DSS LV QRW IRU GLDJQRVLV DQG WKHUHIRUH WKH LUUHJXODU UK\WKPQRWLILFDWLRQ
IHDWXUH JLYHV WKHPD IDOVH VHQVH RI VHFXULW\� )RU H[DPSOH� WKH\PD\ WKLQN WKDW WKH\
DUH KHDOWK\ DQG VNLS D QHFHVVDU\ GRFWRU¶V DSSRLQWPHQW EHFDXVH WKH\ GR QRW UHFHLYH
DODUPLQJ QRWLILFDWLRQV IURP WKH DSS� 7KXV� PRUH XVHU WUDQVSDUHQF\ RI WKH
LQGLFDWLRQV RI XVH IRU KHDOWK DSSV LV QHHGHG� 0RUHRYHU� \RXQJHU SHRSOH PD\ DOVR
EH FRQIURQWHGZLWK D IDOVH QRWLILFDWLRQ VXJJHVWLYH RI $ILE DQGPD\ VXIIHU D VKRFN
WKDW FDQ GHYHORS IXUWKHU LQWR UHDO SV\FKRORJLFDO RU SK\VLFDO KDUP� ,Q DGGLWLRQ�
LQGLYLGXDOV ZLWK IDOVH QRWLILFDWLRQV PD\ OLNHO\ VLW LQ WKH ZDLWLQJ URRPV RI
FDUGLRORJLVWV DQG XVH XQQHFHVVDU\ UHVRXUFHV RI DQ DOUHDG\ RYHUEXUGHQHG KHDOWK
FDUH V\VWHP���� ,Q FRQWUDVW� WKH RQHV ZKR ZRXOG OLNHO\ EHQHILW PRVW IURP $SSOH¶V
DSS� QDPHO\ WKH HOGHUO\� DUH OHVV OLNHO\ WR XVH WKH $SSOH:DWFK���� 7KXV� LW LV DOVR
HVVHQWLDO WR PDNH VXUH WKDW DOO SRSXODWLRQ JURXSV� SDUWLFXODUO\ WKH YXOQHUDEOH RQHV
VXFK DV WKH HOGHUO\� EHQHILW IURPKHDOWK$,�EDVHG SURGXFWV���� )XUWKHUPRUH� XVHUV
ZKR UHFHLYHGD QRWLILFDWLRQ E\XVLQJ$SSOH¶VDSS DQG DUHGLDJQRVHGZLWK EULHI$ILE
E\ WKHLU FDUGLRORJLVW ZLOO OLNHO\ UHFHLYH EORRG�WKLQQLQJ PHGLFDWLRQV DV D UHVXOW�
+RZHYHU� RQH GRHV QRW NQRZ \HW ZKHWKHU SDWLHQWV ZLOO DFWXDOO\ EHQHILW IURP VXFK
PHGLFDWLRQV²RU VXIIHU IURP EOHHGLQJ ULVN²DQG WKXV ZKHWKHU WKH\ ZRXOG KDYH
EHHQ EHWWHU RII QRW WR KDYH EHHQ GLDJQRVHG ZLWK EULHI $ILE LQ WKH ILUVW SODFH� ���
6RPH SHRSOH PD\ FHUWDLQO\ EHQHILW IURP$SSOH¶V DSSZKR ZRXOG KDYH RWKHUZLVH
SHUKDSV VXIIHUHG D VWURNH� EXW VRPH PD\ QRW���� 7KXV� UHJXODWRUV OLNH WKH )'$
VKRXOG DSSO\ WKH V\VWHP YLHZ WR QRW RQO\ SURPRWH XVHU WUDQVSDUHQF\ EXW DOVR

��� 3HWHU 0� .LVWOHU HW DO�� (OHFWURSK\VLRORJLF DQG (OHFWURDQDWRPLF &KDQJHV LQ WKH +XPDQ
$WULXP $VVRFLDWHG :LWK $JH� �� -� $0� &2//� &$5',2/2*< ���� ��� �������

��� 6HH /HWWHU IURP $QJHOD &� .UXHJHU WR 'RQQD�%HD 7LOOPDQ� VXSUD QRWH ���
��� +HDWKHU /DQGL� :LWK $SSOH¶V /DXQFK RI DQ (&* 'HYLFH� 'LJLWDO +HDOWK /HDGHUV�

&DUGLRORJLVWV 6HH 3RVVLELOLWLHV� DQG /LPLWDWLRQV� +($/7+&$5( ,1129$7,21 �6HSW� ��� ������
KWWSV���ZZZ�KFLQQRYDWLRQJURXS�FRP�LQWHURSHUDELOLW\�KLH�DUWLFOH����������ZLWK�DSSOHV�ODXQFK�RI�
DQ�HFJ�GHYLFH�GLJLWDO�KHDOWK�OHDGHUV�FDUGLRORJLVWV�VHH�SRVVLELOLWLHV�DQG�OLPLWDWLRQV�

��� 6HH� H�J�� 0LNH\ &DPSEHOO� $SSOH :DWFK� 2WKHU :HDUDEOHV ,QFUHDVLQJO\ 8VHG WR 0DQDJH
&KURQLF +HDOWK &RQGLWLRQV� 6WXG\ 6D\V� $33/(,16,'(5 �$XJ� ��� ������ KWWSV���DSSOHLQVLGHU�FRP
�DUWLFOHV����������DSSOH�ZDWFK�RWKHU�ZHDUDEOHV�LQFUHDVLQJO\�XVHG�WR�PDQDJH�FKURQLF�KHDOWK�
FRQGLWLRQV�VWXG\�VD\V�

��� )RUPRUH LQIRUPDWLRQ RQ SURPRWLQJ KHDOWK HTXLW\ DQG $,� VHH 1LFRODV 7HUU\� 2I 5HJXODWLQJ
+HDOWKFDUH $, DQG 5RERWV� �� <$/( -�/�	7(&+� ���� ���±�� �������

��� /DQGL� VXSUD QRWH ����
��� ,G�
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UHTXLUH FRPSDUDWLYH VWXGLHV IRU $,�EDVHG PHGLFDO GHYLFHV ZKHUH DSSURSULDWH WR
HQVXUH WKDW SDWLHQWV DFWXDOO\ EHQHILW IURP WKHVH GHYLFHV�

&21&/86,21

$,� HVSHFLDOO\ LWV VXEVHW 0/� KDV WUHPHQGRXV SRWHQWLDO WR LPSURYH KHDOWK FDUH�
+RZHYHU� KHDOWK $, DOVR UDLVHV QHZ UHJXODWRU\ FKDOOHQJHV� ,Q SDUWLFXODU� D QHZ
UHJXODWRU\ IUDPHZRUN IRU $,�EDVHG PHGLFDO GHYLFHV LV QHHGHG WR HQVXUH WKDW VXFK
GHYLFHV DUH UHDVRQDEO\ VDIH DQG HIIHFWLYH ZKHQ SODFHG RQ WKH PDUNHW DQG ZLOO
UHPDLQ VR WKURXJKRXW WKHLU OLIH F\FOH� 6XSSRVH WKH )'$ GRHV QRW ³WDPH WKH
GHPRQ�´ DV (ORQ0XVNZRXOG VD\� ,Q WKDW FDVH� WKH DJHQF\ZRXOG QRW KDYH UHDOL]HG
WKH JUHDW SRWHQWLDORI KHDOWK$, DQG SDWLHQW VDIHW\ZRXOGEH MHRSDUGL]HG�0RUHRYHU�
GLVSDULWLHV LQ KHDOWK FDUH ZRXOG OLNHO\ EH H[DFHUEDWHG LQVWHDG RI UHGXFHG�
SUHVXPDEO\ WR WKH GHWULPHQW RI YXOQHUDEOH SRSXODWLRQV VXFK DV UDFLDO DQG HWKQLF
PLQRULWLHV� WKH HFRQRPLFDOO\ GLVDGYDQWDJHG�WKH HOGHUO\�RU SHRSOHZLWK GLVDELOLWLHV�

,Q WKLV $UWLFOH� , KDYH HVSHFLDOO\ WULHG WR XQSDFN WKH FRPSOH[ QHWZRUN RI
UHOHYDQW SURYLVLRQV LQ WKH )'&$ DQG �GUDIW� JXLGDQFH GRFXPHQWV UHODWHG WR $,�
EDVHG PHGLFDO GHYLFHV� , KDYH VKRZQ WKDW WKH )'$ LV QRW \HW UHDG\ IRU KHDOWK$,
DQG WKDW WKHUH DUH VLJQLILFDQW VDIHW\ DQG HIIHFWLYHQHVV FRQFHUQV DVVRFLDWHGZLWK WKH
FXUUHQW UHJXODWRU\ IUDPHZRUN� , KDYH DGYRFDWHG IRU )'$ DQG FRQJUHVVLRQDO
DFWLRQV� DQG , KDYH IRFXVHG RQ KRZ WKH )'$ FRXOG� ZLWK DGGLWLRQDO VWDWXWRU\
DXWKRULW\� UHJXODWH$,�EDVHGPHGLFDO GHYLFHV�:KDW IROORZV DUHP\ FHQWUDO FODLPV�

)LUVW� WKH FXUUHQW PHGLFDO GHYLFH GHILQLWLRQ� )'&$ VHFWLRQ ����K�������� LV WRR
QDUURZ IRU KHDOWK$,�&RQJUHVV VKRXOG FRQVLGHU DPHQGLQJ WKH GHILQLWLRQ WR LQFOXGH
DOO &'6� $,�EDVHGPRUWDOLW\ SUHGLFWLRQPRGHOV� DQG RWKHU PRGHOV WKDW DUH LQWHQGHG
IRU XVH LQ WKH SUHGLFWLRQ RU SURJQRVLV RI GLVHDVH RU RWKHU FRQGLWLRQV� 7KLV
VXJJHVWLRQ DOVR UHTXLUHV WKDW )'&$ VHFWLRQ ����R�����(���� LV GHOHWHG DQG WKDW
)'&$ VHFWLRQ ����R�����%���� LV DPHQGHG DFFRUGLQJO\ WR UHIOHFW WKH QHZ PHGLFDO
GHYLFH GHILQLWLRQ� 7KH )'$ VKRXOG DOVR UHPDLQ IUHH WR H[HUFLVH LWV HQIRUFHPHQW
GLVFUHWLRQ RYHU ORZHU ULVN GHYLFH VRIWZDUH IXQFWLRQV RU ORZHU ULVN VRIWZDUH
IXQFWLRQV WKDW PD\PHHW WKH PHGLFDO GHYLFH GHILQLWLRQ�

6HFRQG� WKH ����N� SDWKZD\ PD\ QRW EH VXIILFLHQW WR LGHQWLI\ VDIHW\ DQG
HIIHFWLYHQHVV FRQFHUQV RI PHGLFDO GHYLFHV� 7KH )'$¶V UHIRUPV WR DGGUHVV WKHVH
LVVXHV DUH ZHOFRPH� +RZHYHU� WKH QHZ 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\
ZLOO OLNHO\ QRW EH DSSOLFDEOH WR $,�EDVHGPHGLFDO GHYLFHV LQ WKH QHDU IXWXUH DQG LV
RQO\ LQWHQGHG DV D YROXQWDU\ SDWKZD\� 7KH 7UDGLWLRQDO� 6SHFLDO� RU $EEUHYLDWHG
����N� SDWKZD\V WKXV FRQWLQXH WR EH DYDLODEOH WR PDQXIDFWXUHUV� &RQVHTXHQWO\� ,
SURSRVH D QHZ UHJXODWRU\ IUDPHZRUN IRU SUHPDUNHW UHYLHZ RI PHGLFDO GHYLFHV�

��� )'&$ � ����K����� �� 8�6�&� � ����K�����
��� )'&$ � ����R�����(�� �� 8�6�&� � ���M�R�����(��
��� )'&$ � ����R�����%�� �� 8�6�&� � ���M�R�����%��
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LQFOXGLQJ$,�EDVHG PHGLFDO GHYLFHV� WKDW ZRXOG EHWWHU HQVXUH WKDW PHGLFDO GHYLFHV
DUH UHDVRQDEO\ VDIH DQG HIIHFWLYH ZKHQ SODFHG RQ WKH 8�6� PDUNHW� ,Q SDUWLFXODU� ,
DUJXH WKDW WKH QHZ 6DIHW\ DQG 3HUIRUPDQFH %DVHG 3DWKZD\²LI IRXQG WR EH
HIIHFWLYH²VKRXOG UHSODFH WKH 7UDGLWLRQDO� 6SHFLDO� DQG $EEUHYLDWHG ����N�
SDWKZD\VDQG EHFRPHWKH RQO\ DYDLODEOH ����N� SDWKZD\�,Q DGGLWLRQ�WKH'H1RYR
3DWKZD\ VKRXOG EH PRGLILHG WR DOVR FRYHU WKRVH ORZ WR PRGHUDWH ULVN PHGLFDO
GHYLFHV WKDW KDYH D SUHGLFDWH EXW ZRXOG QRW EH DSSOLFDEOH IRU WKH QHZ 6DIHW\ DQG
3HUIRUPDQFH %DVHG 3DWKZD\� )XUWKHU� WKH )'$¶V HQYLVLRQHG 6RIWZDUH 3UH�&HUW
3URJUDP UDLVHV LWV RZQ UHJXODWRU\ FKDOOHQJHV� ,I WKH )'$ HVWDEOLVKHV WKH 6RIWZDUH
3UH�&HUW3URJUDP¶V VSHFLILFGHWDLOV�WKH 3LORWSURYHVWR EH HIIHFWLYH� DQG WKH DJHQF\
KDV VWDWXWRU\ DXWKRULW\� WKH )'$ FRXOG HLWKHU LPSOHPHQW WKH 6RIWZDUH 3UH�&HUW
3URJUDP VLPLODUO\ WR WKH 3UH�&HUW 3LORW 3URJUDP RU HQWLUHO\ VHSDUDWH I URP WKH
WUDGLWLRQDO SUHPDUNHW SDWKZD\V ZLWK LWV RZQ FRQGLWLRQV�

7KLUG� WKH )'$ VKRXOG GHPDQG WKDW $,�0/ PDNHUV XVH DQ LQWHUSUHWDEOH
$,�0/ PRGHO LI VXFK D PRGHO SHUIRUPV EHWWHU WKDQ RU DV ZHOO DV WKH EODFN�ER[
PRGHO IRU LWV LQWHQGHGXVH� ,I WKH EODFN�ER[PRGHOSHUIRUPVEHWWHU� WKH )'$VKRXOG
JHQHUDOO\ SHUPLW LWV PDUNHWLQJ WR IDFLOLWDWH LQQRYDWLRQ� DV ORQJ DV WKHUH LV VXIILFLHQW
SURRI WKDW LW LV VDIH DQG HIIHFWLYH� $ IRFXV RQ H[SODLQDEOH $,�0/ LV GHFHSWLYH
EHFDXVH WKH H[SODQDWLRQV SURYLGHG DUH RQO\ H[ SRVW DSSUR[LPDWLRQV RI WKH EODFN�
ER[ DOJRULWKPV¶ GHFLVLRQV LQVWHDG RI WKH DFWXDO UHDVRQV IRU WKHP�7KH )'$ VKRXOG�
ZKHUH IHDVLEOH� UHTXLUH FOLQLFDO WULDOV DW OHDVW IRU WKRVH $,�0/�EDVHG PHGLFDO
GHYLFHV WKDW KDYH D KLJKHU ULVN OHYHO� 7KH )'$ FRXOG OHYHUDJH WKH ,0'5)
IUDPHZRUNIRU ULVN FDWHJRUL]DWLRQ RI6D0'WR GHWHUPLQH FDVHVZKHUH FOLQLFDO WULDOV
DUH QHHGHG�+RZHYHU� LQ FDVHV ZKHUH$,�0/�EDVHGPHGLFDO GHYLFHV DUH LQWHQGHG
WR EH XVHG WR DOORFDWH VFDUFH UHVRXUFHV� VXFK DV YHQWLODWRUV RU RUJDQV� WKH )'$
VKRXOG LQVLVW RQ WKH XVH RI LQWHUSUHWDEOH $,�0/ V\VWHPV�

)RXUWK� $,�0/�EDVHG PHGLFDO GHYLFHV FDQ RQO\ IXOO\ UHDOL]H WKHLU SRWHQWLDO LI
WKH\ FRQWLQXRXVO\ OHDUQ DQG DGDSW WR QRYHO VLWXDWLRQV� 7R DGGUHVV WKH XSGDWH
SUREOHP� WKH )'$ QHHGV WR IRFXV RQ FRQWLQXRXV ULVN PRQLWRULQJ DQG LPSOHPHQW D
PRQLWRULQJ V\VWHP� VXFK DV 6HQWLQHO� WR FRQWLQXRXVO\ PRQLWRU $,�0/�EDVHG
6D0'�

)LIWK� WKH )'$ VKRXOG EURDGHQ LWV YLHZ DQG FRQVLGHU $,�EDVHG PHGLFDO
GHYLFHV QRW MXVW DV GHYLFHV EXW DV V\VWHPV� ,Q SDUWLFXODU� WKH )'$ FRXOG UHTXLUH
ULJRURXV KXPDQ IDFWRUV WHVWLQJ IRU DOO $,�EDVHG PHGLFDO GHYLFHV WKDW UHTXLUH
SUHPDUNHW VXEPLVVLRQ WR GHPRQVWUDWH WKDW XVHUV FDQ UHDG WKH ODEHOLQJ DQG XVH WKHP
FRUUHFWO\� 7KH DJHQF\ FRXOG DOVR PRUH RIWHQ UHTXLUH WKH $, PDNHU WR VHW XS D
WUDLQLQJ SURJUDP ZLWK LQVWUXFWLRQV RQ KRZ WR XVH WKH $,�EDVHG PHGLFDO GHYLFH
DQG�RU WR LQFOXGH D GHWDLOHG GHVFULSWLRQ RI WKH UHFRPPHQGHG XVHU WUDLQLQJ LQ WKH
GHYLFH ODEHOLQJ� ,Q DGGLWLRQ� PRUH HPSKDVLV VKRXOG EH SODFHG RQ WKH $,�EDVHG
PHGLFDO GHYLFHV¶ DELOLW\ WR LPSURYH SDWLHQW RXWFRPHV� QRW RQO\ EH VDIH� 7KLV FRXOG
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EH GHPRQVWUDWHG E\ FRPSDUDWLYH VWXGLHV WKDW WKH DJHQF\ FRXOG GHPDQG� ZKHUH
DSSURSULDWH� HLWKHU DV D SUHPDUNHW RU SRVWPDUNHW UHTXLUHPHQW� GHSHQGLQJ RQ
ZKHWKHU WKH $,�EDVHGPHGLFDO GHYLFH LQ TXHVWLRQ LV XUJHQWO\ QHHGHG RQ WKH 8�6�
PDUNHW�

)LJXUH �� 2YHUYLHZ RI WKH&HQWUDO &ODLPV
3RLQWV ��� VKRZ WKH FHQWUDO FODLPV� 7KH\ DUH DUUDQJHG LQ WKH OLIH F\FOH RI $,�

EDVHG PHGLFDO GHYLFHV ² L�H�� IURPSUHPDUNHW WR SRVWPDUNHW�

)LQDOO\� , FRQFOXGH WKDW PXFK PRUH ZRUN DQG WKLQNLQJ LV UHTXLUHG WR GHOLYHU
WKH IXOO SRWHQWLDO RI KHDOWK $, DQG HQVXUH WKDW VXFK SURGXFWV DUH UHDVRQDEO\ VDIH
DQG HIIHFWLYH� 6LQFH WKH ODZRIWHQ ODJV EHKLQGWHFKQRORJLFDO DGYDQFHV� LW LV OLNHZLVH
LPSRUWDQW WKDW PDQXIDFWXUHUV GHVLJQ WKHLU KHDOWK $,�EDVHG SURGXFWV HWKLFDOO\²
LUUHVSHFWLYH RI ZKHWKHU WKH\ DUH FODVVLILHG DV PHGLFDO GHYLFHV DQG DUH VXEMHFW WR
)'$ UHJXODWLRQ� 7KLV ZRXOG� DPRQJ RWKHU WKLQJV� UHTXLUH $, FRPSDQLHV WR
GLYHUVLI\ WUDLQLQJ GDWD WR PLWLJDWH ELDVHV DQG HQVXUH WKDW $,�EDVHG SURGXFWV DUH
UHDVRQDEO\ VDIH DQG HIIHFWLYH DFURVV YDULRXV VXESRSXODWLRQV DQG UHPDLQ VR
WKURXJKRXW WKHLU OLIH F\FOH� /DVWO\� QDWLRQDO� DQG HYHQ LQWHUQDWLRQDO� HWKLFDO
JXLGHOLQHV IRU KHDOWK$,�EDVHGSURGXFWVVKRXOGEH GHYHORSHG WR HVWDEOLVKPLQLPXP
HWKLFDO VWDQGDUGV IRU WKH GHVLJQ SURFHVV RI VXFK SURGXFWV�



���

3DLG 'RQDWLRQ�5HFRQFLOLQJ $OWUXLVP DQG&RPSHQVDWLRQ LQ
2RF\WH 7UDQVIHU

6D\ORU 6� 6RLQVNL


$EVWUDFW�
,Q WKH 8QLWHG 6WDWHV� OHJLVODWLRQ� FDVH ODZ� DQG SURIHVVLRQDO JXLGHOLQHV KDYH

QRW NHSW SDFHZLWK WKH UDSLG SUROLIHUDWLRQ RI RRF\WH WUDQVIHU²FRPPRQO\ NQRZQ DV
³HJJ GRQDWLRQ�́ $V D UHVXOW� SULYDWH DJHQFLHV KDYH GLVSURSRUWLRQDWHO\ VKDSHG WKH
RRF\WH PDUNHW� $OWKRXJK WKH PDUNHW VWUXFWXUH KDV QHJDWLYH FRQVHTXHQFHV IRU
RRF\WH SURYLGHUV� SURKLELWLQJ RU OLPLWLQJ FRPSHQVDWLRQ ZLOO QRW UHVROYH WKH
SRWHQWLDO IRU H[SORLWDWLRQ�2RF\WH WUDQVIHU KDV JHQHUDOO\UHOLHG RQDOWUXLVWLF UKHWRULF�
PRELOL]LQJ WKH ODQJXDJH RI ³GRQDWLRQ´ DQG SDLQWLQJ RRF\WHV DV IUHHO\ JLYHQ JLIWV�
7KH IRFXV RQ DOWUXLVP LV JHQGHUHG� FRORUHG E\ H[SHFWDWLRQV RI LGHDO ZRPDQKRRG
DQG PRWKHUKRRG� DQG UHTXLUHV RRF\WH SURYLGHUV WR VXERUGLQDWH WKHLU RZQ QHHGV�
7KLV &RPPHQW SURSRVHV D IHGHUDO UHJXODWRU\ IUDPHZRUN WKDW ZRXOG H[SDQG
H[LVWLQJ )'$ DQG &'& SURJUDPV WR DIILUP WKH PXOWLSOH PRWLYDWLRQV RI RRF\WH
SURYLGHUV DQG HVWDEOLVK XQLIRUP VDIHJXDUGV�


 <DOH /DZ 6FKRRO� -�'� H[SHFWHG ����� %URRNV ,QVWLWXWH� (PHUJLQJ 6FKRODU )HOORZ� 7KH DXWKRU
LV LQGHEWHG WR 3URIHVVRU &KULVWLQH -ROOV IRU KHU VXSHUYLVLRQ� VXSSRUW� DQG HQFRXUDJHPHQW� 0DQ\ WKDQNV
DV ZHOO WR &KULV 8PDQ]RU IRU KLV WKRXJKWIXO HGLWLQJ DQG WR (OOH (VKOHPDQ� 0LOD 5HHG�*XHYDUD� DQG
&DWDOLQD 2GLR IRU WKHLU XQHQGLQJ FDUH DQG HQWKXVLDVP�
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,1752'8&7,21

,Q WKH 8QLWHG 6WDWHV� DVVLVWHG UHSURGXFWLYH WHFKQRORJ\ �$57� KDV GHYHORSHG
UDSLGO\� OHDGLQJ WR DQG IROORZLQJ IURP QHZXQGHUVWDQGLQJV RI IHUWLOLW\� ERGLHV� DQG
IDPLOLHV� 7KH H[SDQVLRQ RI $57 KDV DOVR HQFRXUDJHG FRQVLGHUDWLRQ RI KRZ
UHSURGXFWLYH�WHFKQRORJ\ PDUNHWV PD\ SURWHFW RU WKUHDWHQ LQGLYLGXDO OLEHUW\��
2RF\WH WUDQVIHU� LQ ZKLFK LPPDWXUH RYD DUH H[WUDFWHG IURP RQH SHUVRQ DQG
LPSODQWHG LQWR DQRWKHU� LV HVSHFLDOO\ UHOHYDQW WR WKLV WKHPH� WKH LPSOLFDWLRQV RI D
IUHH�PDUNHW DSSURDFK KDYH EHHQ WKH IRFXV RI PRVW OHJLVODWLRQ DQG OLWLJDWLRQ WR
GDWH�� 7KHVH LPSOLFDWLRQV DUH LQFUHDVLQJO\ LPSRUWDQW DV WKH SUDFWLFH EHFRPHV PRUH
SUHYDOHQW� 7KH DQQXDO QXPEHU RI RRF\WH�WUDQVIHU F\FOHV LQFUHDVHG IURP������ LQ
���� WR ������ LQ ������ ,Q ����� WKH PRVW UHFHQW \HDU IRU ZKLFK GDWD ZDV
DYDLODEOH� WKHUH ZHUH ������ RRF\WH�WUDQVIHU F\FOHV LQ WKH 8QLWHG 6WDWHV��
1RQHWKHOHVV� WKHUH LV VWLOO OLWWOH FRQVHQVXV RQ ZKHWKHU DQG KRZ RRF\WH SURYLGHUV
VKRXOG EH FRPSHQVDWHG�

)HGHUDO VWDWXWHV RQ WKH WRSLF DUH QRQH[LVWHQW� DQG FRPSHQVDWLRQ IRU RRF\WHV LV
XQUHJXODWHG LQ QHDUO\ HYHU\ VWDWH�� 7KHUH LV D VLPLODU GHDUWK RI FDVH ODZ� WKH RQH

� 0DU\ /\QGRQ 6KDQOH\� &ROODERUDWLRQ DQG &RPPRGLILFDWLRQ LQ $VVLVWHG 3URFUHDWLRQ�
5HIOHFWLRQV RQ DQ 2SHQ 0DUNHW DQG $QRQ\PRXV 'RQDWLRQ LQ +XPDQ 6SHUP DQG (JJV � �� /$: 	
62&¶< 5(9� ���� ��� ������ �ZULWLQJ WKDW ³>W@KH ZD\ LQ ZKLFK ZH WKLQN DERXW DQG MXVWLI\ >$57@
HQJDJHV LPSRUWDQW WKHPHV RI OLEHUDO SROLWLFDO WKHRU\�´ LQFOXGLQJ ³WKH H[WHQW WR ZKLFK D IUHH PDUNHW
PD\ SURWHFW RU XQGHUFXW LQGLYLGXDO OLEHUW\´��

� $OWKRXJK RRF\WH DQG VSHUP WUDQVIHU ERWK LQYROYH UHSURGXFWLYH PDWHULDOV� WKHLU V\PPHWU\ LV
PHUHO\ VXSHUILFLDO� 5DGKLND 5DR� &RHUFLRQ� &RPPHUFLDOL]DWLRQ� DQG &RPPRGLILFDWLRQ� 7KH (WKLFV
RI &RPSHQVDWLRQ IRU (JJ 'RQRUV LQ 6WHP &HOO 5HVHDUFK� �� %(5.(/(< 7(&+� /�-� ����� ���� �������
2RF\WH WUDQVIHU LV PXFK PRUH LQYDVLYH� DQG WKH SRWHQWLDO KHDOWK ULVNV DUH IDU PRUH VHULRXV GXH WR
KRUPRQH WUHDWPHQWV JLYHQ WR SURYLGHUV DQG WKH VXUJLFDO QDWXUH RI RRF\WH H[WUDFWLRQ� ,G� )XUWKHU� WKH
SULFH RI VSHUP DQG RYD GLIIHUV E\ DV PDQ\ DV WKUHH RUGHUV RI PDJQLWXGH� ZLWK VSHUP YDOXHG EHWZHHQ
��� DQG ���� DQG RRF\WHV YDOXHG DV KLJKO\ DV ��������� ,G� )LQDOO\� RRF\WH WUDQVIHU LV GLVWLQFW IURP
VSHUP WUDQVIHU EHFDXVH RI WKH FXOWXUDO LPSOLFDWLRQV RI PRWKHUKRRG DQG WKH LPSDFW RI JHQGHU RQ
UHJXODWLRQ RI UHSURGXFWLYH PDWHULDOV� 6KDQOH\� VXSUD QRWH �� DW ���� 'XH WR WKH PHDQLQJIXO GLIIHUHQFHV
EHWZHHQ RRF\WH DQG VSHUP WUDQVIHU DV LW UHODWHV WR LQYDVLYHQHVV� ULVN� FRPSHQVDWLRQ� DQG FXOWXUDO
FRQWH[W� WKLV &RPPHQW ZLOO RQO\ GLVFXVV RRF\WH WUDQVIHU�

� -HQQLIHU )� .DZZDVV HW DO�� 7UHQGV DQG 2XWFRPHV IRU 'RQRU 2RF\WH &\FOHV LQ WKH 8QLWHG
6WDWHV� ���������� ��� -$0$ ����� ���� �������

� 'LDQH 7REHU HW DO�� $OLJQPHQW %HWZHHQ ([SHFWDWLRQV DQG ([SHULHQFHV RI (JJ 'RQRUV� :KDW
'RHV ,W 0HDQ WR EH ,QIRUPHG"� �� 5(352'� %,20(',&,1( 	62&¶< 21/,1( �� � �������

� 6HH 1DQF\ -� .HQQH\ 	 0LFKHOOH /� 0F*RZDQ� (JJ 'RQDWLRQ &RPSHQVDWLRQ� (WKLFDO DQG
/HJDO &KDOOHQJHV� � 0(',&2/(*$/ 	%,2(7+,&6 ��� �� ������� .LWW\ /� &RQH� (JJV IRU 6DOH� 7KH
6FUDPEOHG 6WDWH RI /HJLVODWLRQ LQ WKH +XPDQ(JJ 0DUNHW� �� 8�$5.� /,77/( 52&. /� 5(9� ���� ���
������� 7KHUH DUH WZR H[FHSWLRQV� /RXLVLDQD DQG )ORULGD� /RXLVLDQD SURKLELWV FRPSHQVDWLRQ IRU
RRF\WHV LQ QR XQFHUWDLQ WHUPV� /$� 67$7� $11� � ����� �:HVW ����� �³7KH VDOH RI D KXPDQ RYXP�
IHUWLOL]HG KXPDQ RYXP� RU KXPDQ HPEU\R LV H[SUHVVO\ SURKLELWHG�´�� ,Q FRQWUDVW� )ORULGD SHUPLWV
³>R@QO\ UHDVRQDEOH FRPSHQVDWLRQ GLUHFWO\ UHODWHG WR WKH GRQDWLRQ RI HJJV�´ )/$� 67$7� $11� � ������
�:HVW ������
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VLJQLILFDQW FDVH DGGUHVVLQJ FRPSHQVDWLRQ IRU RRF\WH WUDQVIHU VHWWOHG RXW RI FRXUW��
:KLOH D KDQGIXO RI QRQJRYHUQPHQWDO RUJDQL]DWLRQV KDYH SURPXOJDWHG JXLGHOLQHV
OLPLWLQJ FRPSHQVDWLRQ� WKHVH RUJDQL]DWLRQV ODFN DQ\ HQIRUFHPHQW SRZHU DQG KDYH
EHHQ ODUJHO\ LJQRUHG E\ IHUWLOLW\ FOLQLFV�� $V D UHVXOW� SULYDWH DJHQFLHV GRPLQDWH WKH
LQGXVWU\� UHVXOWLQJ LQ WKH ULVH RI XQHWKLFDO SUDFWLFHV LQFOXGLQJ WKH UHFUXLWPHQW RI
XQGHUDJH SURYLGHUV DQG YDULHG FRPSHQVDWLRQ EDVHG RQ UDFH RU HWKQLFLW\��

'HVSLWH WKH IDFW WKDW RRF\WH SURYLGHUV DUH SDLG DQ\ZKHUH IURP ������ WR
�������� SHU F\FOH�� WKH FHQWUDOLW\ RI FRPSHQVDWLRQ LQ OHJLVODWLRQ DQG OLWLJDWLRQ�
DQG WKH PL[HG PRWLYDWLRQV UHSRUWHG E\ RRF\WH SURYLGHUV��� RRF\WH WUDQVIHU LV
W\SLFDOO\ UHIHUUHG WR DV ³HJJ GRQDWLRQ�´ )XUWKHU� SDUWLHV WR RRF\WH WUDQVIHU WHQG WR
LGHQWLI\ DOWUXLVP DV WKH SULPDU\ PRWLYDWLRQ IRU RRF\WH SURYLGHUV��� 7KH
SULRULWL]DWLRQ RI DOWUXLVPGHPRQVWUDWHV D OLQJHULQJ UHVLVWDQFH WR WKH YHU\ LGHD RI DQ
RRF\WH PDUNHW LQ ZKLFK UHSURGXFWLYH PDWHULDOV DUH H[FKDQJHG IRU PRQH\� 7KLV
UHVLVWDQFH LV DPSOLILHG E\ JHQGHUHG VWHUHRW\SHV RI ZRPHQ DV VHOIOHVV SURYLGHUV RI
UHSURGXFWLYH ODERU��� &HQWHULQJ DOWUXLVP DQG IDLOLQJ WR DGGUHVV RRF\WH SURYLGHUV¶
LQWHUHVW LQ FRPSHQVDWLRQ KDUPVSURYLGHUV E\ FRQVWUDLQLQJ WKHLU DELOLW\ WR DGYRFDWH
IRU WKHLU RZQ PHGLFDO FDUH DQG FRPPXQLFDWH WUXWKIXOO\ DERXW WKHLU PRWLYDWLRQV���

,Q RUGHU WR DOORZ RRF\WH SURYLGHUV WR GLVFORVH DOWUXLVWLF DQG ILQDQFLDO
PRWLYDWLRQVZKLOH DFFRXQWLQJ IRU WKH UHDO ULVNV RI LQDSSURSULDWH FRPSHQVDWLRQ� WKLV
&RPPHQW SURSRVHV WKDW WKH IHGHUDO JRYHUQPHQW LPSOHPHQW D UHJXODWRU\ VFKHPH
FUHDWLQJ FRQVLVWHQW QDWLRQDO VWDQGDUGV DQG SURWHFWLRQV IRU RRF\WH SURYLGHUV� ,Q

� .DPDNDKL Y� $P� 6RF¶\ IRU 5HSURG� 0HG�	 6RF¶\ IRU $VVLVWHG 5HSURG� 7HFK�� ���FY�������
-&6 �1�'� &DO� ������

� 6HH LQIUD 6HFWLRQ ,�%���
� 6HH LQIUD 6HFWLRQ ,�%���
� .LPEHUO\ '� .UDZLHF� 6XQQ\ 6DPDULWDQV DQG (JRPDQLDFV� 3ULFH�)L[LQJ LQ WKH *DPHWH

0DUNHW� �� /$: 	 &217(03� 352%6� ��� �� �������
�� $QQD &XUWLV� *LYLQJ µ7LO ,W +XUWV� (JJ 'RQDWLRQ DQG WKH &RVWV RI $OWUXLVP� �� )(0,1,67

)250$7,216 ��� �� �������
�� .HQQH\ 	 0F*RZDQ� VXSUD QRWH �� DW ���
�� 5HQH $OPHOLQJ� 6HOOLQJ *HQHV� 6HOOLQJ *HQGHU� (JJ $JHQFLHV� 6SHUP %DQNV� DQG WKH 0HGLFDO

0DUNHW LQ *HQHWLF 0DWHULDO� �� $0� 62&,2� 5(9� ���� ��� ������ �UHSRUWLQJ WKDW UHVXOWV RI LQWHUYLHZ
DQG REVHUYDWLRQDO GDWD IURP HJJ DJHQFLHV DQG VSHUP EDQNV VKRZ ³JHQGHUHG QRUPV LQVSLUH PRUH
DOWUXLVWLF UKHWRULF LQ HJJ GRQDWLRQ WKDQ LQ VSHUP GRQDWLRQ� SURGXFLQJ GLIIHUHQW UHJLPHV RI ERGLO\
FRPPRGLILFDWLRQ IRU ZRPHQ DQG PHQ´�� 'LVFXVVLRQV RI UHSURGXFWLYH WHFKQRORJLHV QHFHVVDULO\
FRPSOLFDWH WKH GLVWLQFWLRQ EHWZHHQ VH[� GHILQHG DV D ELRORJLFDO FDWHJRU\� DQG JHQGHU� GHILQHG E\
SHUVRQDO LGHQWLW\ DQG VRFLRFXOWXUDO UROHV� ,G� DW ���� :KLOH WKLV GLVWLQFWLRQ LV FULWLFDO WR IXOO\ DFFRXQW
IRU D ZLGH UDQJH RI JHQGHU LGHQWLWLHV DQG DYRLG ELRORJLFDO HVVHQWLDOL]DWLRQ� GLVFXVVLRQV RI KXPDQ
UHSURGXFWLRQ PXVW UHIHU WR VH[HG ERGLHV DQG DWWHQG WR ELRORJLFDO IDFWRUV� 5(1( $/0(/,1*� 6(; &(//6�
7+( 0(',&$/ 0$5.(7)25 (**6 $1' 63(50 ��� ������� 7KLV LV HVSHFLDOO\ WKH FDVH ZKHQ DWWHPSWLQJ
WR DQDO\]H KRZ FXOWXUDO FRQVWUXFWLRQV RI JHQGHU LQIOXHQFH PDUNHWV IRU UHSURGXFWLYH PDWHULDOV� :KLOH
SHRSOH RI GLIIHUHQW JHQGHUV PD\ SURYLGH RRF\WHV� , ZLOO IRFXV RQ RRF\WH SURYLGHUV ZKR LGHQWLI\ DV
ZRPHQ LQ RUGHU WR DQDO\]H WKH UHODWLRQVKLS EHWZHHQ VRFLRFXOWXUDO FRQVWUXFWLRQV RI ZRPDQKRRG DQG
WKH IHPDOH�FRGHG ERG\�

�� 6HH LQIUD 6HFWLRQ ,,�&�
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DGGLWLRQ� FRQVLVWHQF\ DFURVV VWDWHV ZRXOG YDOLGDWH IDPLOLHV FUHDWHG XVLQJ$57 DQG
UHFRJQL]H WKH ODERU RI RRF\WH SURYLGHUV� 7KH IHGHUDO JRYHUQPHQW DOUHDG\ KDV WKH
DXWKRULW\ WR UHJXODWH RRF\WH WUDQVIHU XQGHU WKH )RRG DQG 'UXJ $GPLQLVWUDWLRQ
�)'$�� DQG WKH &HQWHU IRU 'LVHDVH 3UHYHQWLRQ DQG &RQWURO �&'&� FROOHFWV GDWD
IURP DOO IHUWLOLW\ FOLQLFV LQ WKH 8QLWHG 6WDWHV��� 7KXV� DQ H[SDQVLRQ RI V\VWHPV
DOUHDG\ LQ SODFH ZRXOG DOORZ IHGHUDO DFWRUV WR HQDEOH SDUWLFLSDWRU\ SROLF\PDNLQJ
DQG GHVLJQ UHJXODWLRQV WKDW ZRXOGPDLQWDLQ RRF\WH VXSSO\� LPSURYH WKHZHOOEHLQJ
RI RRF\WH SURYLGHUV� DQG GHVWLJPDWL]H FRPSHQVDWHG RRF\WH WUDQVIHU�

7KLV &RPPHQW DUJXHV DJDLQVW D V\VWHP WKDW HQYLVLRQV DOWUXLVP DQG
FRPSHQVDWLRQ DV D ELQDU\� LQVWHDG SURSRVLQJ D IHGHUDO UHJXODWRU\ VFKHPH WKDW
ZRXOG DOORZ SDUWLHV WR FHQWHU DOWUXLVPZKLOH UHGXFLQJ WKH SRWHQWLDO IRU H[SORLWDWLRQ
WKURXJK VRFLDO QRUPV RU FRPSHQVDWLRQ� 3DUW , GHWDLOV WKH FXUUHQW V\VWHPRI RRF\WH
WUDQVIHU LQ WKH 8QLWHG 6WDWHV� XQSDFNLQJ WKH QHWZRUN RI NH\ SDUWLFLSDQWV DQG
LOOXPLQDWLQJ KRZ D ODFN RI PHDQLQJIXO UHJXODWLRQ KDV DOORZHG SULYDWH DFWRUV WR
GLVSURSRUWLRQDWHO\ VKDSH WKH RRF\WH PDUNHW� 3DUW ,, DUJXHV WKDW WKH FXUUHQW
PRWLYDWLRQV IRU RRF\WH�WUDQVIHU UHJXODWLRQ DUH LQDGHTXDWH GXH WR SDUWLHV¶ UHOLDQFH
RQ JHQGHUHG DOWUXLVWLF UKHWRULF� WKHQ H[SORUHV WKH DGYDQWDJHV DQG GLVDGYDQWDJHV RI
ERWK DOWUXLVWLF UKHWRULF DQG FRPSHQVDWLRQ� 3DUW ,,, SURSRVHV D VWUXFWXUH IRU IHGHUDO
UHJXODWLRQ RI WKH RRF\WH PDUNHW WKDW FRQVLGHUV ERWK DOWUXLVP DQG FRPSHQVDWLRQ DV
OHJLWLPDWH PRWLYDWLRQV LQ RUGHU WR SURPRWH WKH VDIHW\ DQG DXWRQRP\ RI RRF\WH
SURYLGHUV�

,� &855(1767$7( 2) 22&<7(75$16)(5

$V RRF\WH WUDQVIHU EHFRPHV PRUH SUHYDOHQW� UHJXODWLRQV� FDVH ODZ� DQG
OHJLVODWLRQ KDYH QRW NHSW SDFH� $V D UHVXOW� SULYDWH DJHQFLHV ZLHOG WKH PRVW
LQIOXHQFH RYHU WKH GHYHORSPHQW DQGPDQDJHPHQW RI WKH RRF\WHPDUNHW� 7KLV 3DUW
SURYLGHV EDFNJURXQG LQIRUPDWLRQ RQ $57 DQG RRF\WH WUDQVIHU� WKHQ GHVFULEHV WKH
PDUNHW¶V SULPDU\ DFWRUV� WKHLU LQWHUDFWLRQV ZLWK HDFK RWKHU� DQG KRZ WKH DEVHQFH RI
HIIHFWLYH UHJXODWLRQ KDV DOORZHG SULYDWH JURXSV WR GLVSURSRUWLRQDWHO\ LQIOXHQFH WKH
PDUNHW�

$� %DFNJURXQG

$57 KDV H[LVWHG LQ VRPH IRUP IRU PLOOHQQLD��� $W SUHVHQW� WKH &'& GHILQHV

�� �� &�)�5� � ���� ������ �HVWDEOLVKLQJ )'$ DXWKRULW\ RYHU WUDQVIHUUHG RRF\WHV�� 1DWLRQDO
$57 6XUYHLOODQFH� &(17(56 )25 ',6($6( &21752/ $1' 35(9(17,21 �0DU� ��� ������
KWWSV���ZZZ�FGF�JRY�DUW�QDVV�LQGH[�KWPO�

�� )RU H[DPSOH� UHVHDUFKHUV KDYH IRXQG WKDW 9HGLF SRSXODWLRQV H[LVWLQJ EHWZHHQ ���� DQG ���
%�&�(� ZHUH IDPLOLDU ZLWK DUWLILFLDO LQVHPLQDWLRQ� 5DGKH\ 6K\DP 6KDUPD� 5LFKD 6D[HQD 	 5DMHHY
6LQJK� ,QIHUWLOLW\ 	 $VVLVWHG 5HSURGXFWLRQ� $ +LVWRULFDO 	 0RGHUQ 6FLHQWLILF 3HUVSHFWLYH� ���
,1',$1 -�0('� 56&+� 6��� 6�� �������
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$57 DV ³DOO IHUWLOLW\ WUHDWPHQWV LQ ZKLFK HLWKHU HJJV RU HPEU\RV DUH KDQGOHG�́ ��

'XH WR WKH PHGLFDO FRPSOH[LW\ RI WKH RSHUDWLRQ� RRF\WH WUDQVIHU EHFDPH SRVVLEOH
UHODWLYHO\ UHFHQWO\��� DQG WKH SUDFWLFH LV UDSLGO\ JURZLQJ� )URP ���� WR ����� WKH
RYHUDOO GHPDQG IRU WUDQVIHUUHG HJJV LQFUHDVHG E\ ILIW\ SHUFHQW��� 6XSSO\ KDV ULVHQ
WR PHHW LQFUHDVHG GHPDQG LQ DUHDV WKDW DOORZ IRU FRPSHQVDWLRQ�ZLWK GRQRUV EHLQJ
SDLG XS WR �������� IRU D VLQJOH H[WUDFWLRQ F\FOH���

'XH WR WKH UHODWLYH UHFHQF\ RI RRF\WH�WUDQVIHU WHFKQRORJ\� WKH ORQJ�WHUP ULVNV
RI RRF\WH SURYLVLRQ DUH QRW \HW NQRZQ��� +RZHYHU� VWXGLHV VXJJHVW WKDW WKH
PHGLFDWLRQV XVHG LQ SUHSDUDWLRQ IRU RRF\WH SURYLVLRQ H[SRVH SURYLGHUV WR
GDQJHURXV KHDOWK ULVNV��� :KLOH WKHUH LV GLVDJUHHPHQW RYHU WKH H[WHQW DQG
OLNHOLKRRG RI WKHVH HIIHFWV� SRWHQWLDO ULVNV LQFOXGH SV\FKRORJLFDO SUREOHPV� RYDULDQ
K\SHUVWLPXODWLRQ V\QGURPH� LQIHUWLOLW\� DQG EUHDVW� RYDULDQ� DQG HQGRPHWULDO
FDQFHUV��� 7KRXJK QRW DGGUHVVHG LQ WKLV &RPPHQW� WKH DEVHQFH RI FRPSUHKHQVLYH
LQIRUPDWLRQ DERXW KHDOWK RXWFRPHV IRU SURYLGHUV JHQHUDWHV LPSRUWDQW TXHVWLRQV
DERXW LQIRUPHG FRQVHQW DQG DSSURSULDWH FRPSHQVDWLRQ���

7KH 8QLWHG 6WDWHV LV DQ RXWOLHU DV RQH RI WKH RQO\ FRXQWULHV WKDW SHUPLWV
FRPSHQVDWLRQ IRU RRF\WH WUDQVIHU� FUHDWLQJ DQ LQWHUQDWLRQDO PDUNHW EDVHG LQ WKH

�� :KDW LV $VVLVWHG 5HSURGXFWLYH 7HFKQRORJ\"� &(17(56 )25 ',6($6( &21752/ $1'
35(9(17,21 �ODVW YLVLWHG 0DU� �� ������ KWWS���ZZZ�FGF�JRY�DUW�ZKDWLV�KWPO� 7KH &HQWHU IRU 'LVHDVH
&RQWURO �&'&� QRWHV WKDW $57 GRHV ³127 LQFOXGH WUHDWPHQWV LQ ZKLFK RQO\ VSHUP DUH KDQGOHG � � �
RU SURFHGXUHV LQ ZKLFK D ZRPDQ WDNHV PHGLFLQH RQO\ WR VWLPXODWH HJJ SURGXFWLRQ�´ ,G�

�� 7KH ILUVW SUHJQDQF\ XVLQJ WUDQVIHUUHG RYD ZDV UHSRUWHG LQ �����0LFKHOOH 6DUJHQW� 5HJXODWLQJ
(JJ 'RQDWLRQ� $ &RPSDUDWLYH $QDO\VLV RI 5HSURGXFWLYH 7HFKQRORJLHV LQ WKH 8QLWHG 6WDWHV DQG
8QLWHG .LQJGRP� � 0,&+� -� 38%� $))6� �� � �������

�� 7REHU� VXSUD QRWH �� DW ��
�� 5DR� VXSUD QRWH �� DW �����
�� 7REHU� VXSUD QRWH �� DW � �³>2@QH RI WKH PRVW VWULNLQJ IDFWV DERXW LQ YLWUR IHUWLOL]DWLRQ LV KRZ

OLWWOH LV NQRZQ ZLWK FHUWDLQW\ DERXW WKH ORQJ WHUP KHDOWK RXWFRPHV IRU ZRPHQ ZKR XQGHUJR WKLV
SURFHGXUH�´ �TXRWLQJ ,167�0('�	1$7¶/ 56&+� &281&,/�$66(66,1* 7+(0(',&$/5,6.6 2)+80$1
22&<7( '21$7,21 )25 67(0 &(// 5(6($5&+ � ���������

�� &RQH� VXSUD QRWH �� DW ���� :KLOH RXWFRPHV IRU RRF\WH SURYLGHUV DUH XQGHUVWXGLHG� RRF\WH
SURYLGHUV KDYH VKRZQ DQ LQFUHDVHG LQFLGHQFH RI RYDULDQ IDLOXUH� UHGXFHG IHUWLOLW\� DQG FDQFHU� ,G�

�� ,G� DW ��������
�� ,VVXHV UHODWHG WR LQIRUPHG RU ³WUXH´ FRQVHQW DUH RXWVLGH WKH VFRSH RI WKLV &RPPHQW DQG

WKHUHIRUH DUH QRW FORVHO\ DQDO\]HG� )RU DQ RYHUYLHZ RI WKH FKDOOHQJHV RI SURYLGLQJ LQIRUPHG FRQVHQW
WR SURVSHFWLYH SURYLGHUV� VHH 1DRPL &DKQ 	 -HQQLIHU &ROOLQV� )XOO\ ,QIRUPHG &RQVHQW IRU
3URVSHFWLYH (JJ 'RQRUV� �� $0$ -� (7+,&6 �� ������� 6HH DOVR $PDQGD 6NLOOHUQ� 0DUFHOOH &HGDUV
	 +HDWKHU +XGGOHVWRQ� (JJ 'RQRU ,QIRUPHG &RQVHQW 7RRO �(',&7�� 'HYHORSPHQW DQG 9DOLGDWLRQ
RI D 1HZ ,QIRUPHG &RQVHQW 7RRO IRU 2RF\WH 'RQRUV� �� )(57,/,7< 67(5,/,7< ���� ������ �GHVLJQLQJ
DQ LQIRUPHG FRQVHQW TXHVWLRQQDLUH IRU RRF\WH SURYLGHUV�� $PDQGD $� 6NLOOHUQ� 0DUFHOOH ,� &HGDUV 	
+HDWKHU *� +XGGOHVWRQ� 2RF\WH 'RQRUV¶ &RPSUHKHQVLRQ DV $VVHVVHG E\ (',&7 �(JJ 'RQRU
,QIRUPHG &RQVHQW 7RRO�� ��� )(57,/,7< 	 67(5,/,7< ��� ������ �UHSRUWLQJ RXWFRPHV RI XVLQJ DQ
LQIRUPHG FRQVHQW TXHVWLRQQDLUH WR DVVHVV RRF\WH SURYLGHUV¶ FRPSUHKHQVLRQ RI WKH SURFHVV DQG ULVNV��
$�'�*XUPDQNLQ� 5LVN ,QIRUPDWLRQ 3URYLGHG WR 3URVSHFWLYH 2RF\WH 'RQRUV LQ D 3UHOLPLQDU\ 3KRQH
&DOO� � $0� -� %,2(7+,&6 � ������ �ILQGLQJ WKDW D PDMRULW\ RI VXUYH\HG RRF\WH WUDQVIHU DJHQFLHV
SURYLGHG ³LQFRPSOHWH DQG�RU LQDFFXUDWH ULVN LQIRUPDWLRQ´ WR SRWHQWLDO SURYLGHUV��
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8QLWHG 6WDWHV��� 'HVSLWH LWV JOREDO FHQWUDOLW\� WKH 8�6� RRF\WH PDUNHW LV HVVHQWLDOO\
XQUHJXODWHG��� 7KLV ODFN RI UHJXODWLRQ KDV DOORZHG XQHWKLFDO EHKDYLRUV E\
LQVWLWXWLRQDO RU LQGLYLGXDO SDUWLHV WR UHPDLQ XQFKHFNHG� )RU H[DPSOH� PHGLFDO
SUDFWLWLRQHUV UHFRPPHQG WKDW RRF\WH SURYLGHUV OLPLW WKHPVHOYHV WR VL[ SURYLVLRQV
EHFDXVH RI XQFHUWDLQW\ DERXW KHDOWK ULVNV��� +RZHYHU� VRPH SURYLGHUV FRQFHDO
SUHYLRXV SURYLVLRQV WR UHPDLQ HOLJLEOH� DQG VRPH DJHQFLHV LQWHQWLRQDOO\ DYRLG
DVNLQJ DERXW HDUOLHU SURYLVLRQ F\FOHV��� )XUWKHU� RRF\WH WUDQVIHU DJHQFLHV DUH UDUHO\
RSHUDWHG E\ PHGLFDO SURIHVVLRQDOV GHVSLWH WKH KLJKO\ PHGLFDOL]HG QDWXUH RI WKH
ZRUN� FUHDWLQJ DQRWKHU VHW RI ELRHWKLFDO FRQFHUQV���

%� $FWRUV 6KDSLQJ2RF\WH 7UDQVIHU

7KHUH DUH IRXU FHQWUDO DFWRUV ZLWK WKH FDSDFLW\ WR PHDQLQJIXOO\ VKDSH WKH
RRF\WH PDUNHW� JRYHUQPHQW DFWRUV� FRXUWV� QRQJRYHUQPHQWDO RUJDQL]DWLRQV� DQG
SULYDWH $57 DJHQFLHV� 7KLV 6HFWLRQ GHVFULEHV WKH HIIRUWV DQG LPSDFW RI HDFK RI
WKHVH DFWRUV�

�� *RYHUQPHQW $FWRUV

6WDWXWHV DERXW RRF\WH WUDQVIHU DUH OLPLWHG� DQG SROLWLFLDQV DYRLG HQJDJLQJZLWK
WKH SRWHQWLDOO\ LQFHQGLDU\ LVVXH��� 7KHUH DUH QR IHGHUDO VWDWXWHV UHJDUGLQJ RRF\WH
WUDQVIHU�DQGPRVW VWDWHV GRQRWKDYH DQ\OHJLVODWLRQDERXWFRPSHQVDWLRQIRU RRF\WH

�� 5REHUW .OLW]PDQ� %X\LQJ DQG 6HOOLQJ +XPDQ(JJV� ,QIHUWLOLW\ 3URYLGHUV¶ (WKLFDO DQG 2WKHU
&RQFHUQV 5HJDUGLQJ (JJ 'RQRU $JHQFLHV� �� %0&0('� (7+,&6 ��� �� �������

�� 7KH RQO\ H[LVWLQJ UHJXODWLRQV DUH UHFRPPHQGHG JXLGHOLQHV WKDW ODUJHO\ JR XQIROORZHG� ,QIUD
6HFWLRQ ,�%�� 	 6HFWLRQ ,�%���

�� 6HH� H�J�� )$4� &RPPRQ 4XHVWLRQV IRU (JJ 'RQRUV� 8&6) +($/7+�
KWWSV���ZZZ�XFVIKHDOWK�RUJ�HGXFDWLRQ�IDT�FRPPRQ�TXHVWLRQV�IRU�HJJ�GRQRUV�

�� .OLW]PDQ� VXSUD QRWH ��� DW ���
�� ,G�
�� ,G�� VHH DOVR (ULQ +HLGW�)RUV\WKH 	 +HDWKHU 6LOEHU 0RKDPHG� 7KH 3ROLWLFV RI $VVLVWHG

5HSURGXFWLRQ� ([SODLQHG� :$6+� 3267 �0D\ ��� ������
KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�QHZV�PRQNH\�FDJH�ZS������������RQ�PRWKHUV�GD\�KHUH�DUH���
WKLQJV�WR�NQRZ�DERXW�WKH�SROLWLFV�RI�DVVLVWHG�UHSURGXFWLRQ �GHVFULELQJ YDULRXV UHOLJLRXV JURXSV¶
RSSRVLWLRQ WR $57 DQG RWKHU VWLJPD VXUURXQGLQJ WKH WHFKQRORJ\�� 587+ '((&+ 	 $11$ 60$-'25�
)520 ,9) 72 ,00257$/,7<� &217529(56< ,1 7+( (5$ 2) 5(352'8&7,9( 7(&+12/2*< ������
�GHWDLOLQJ VRPH RI WKH PDQ\ SRWHQWLDO FRQWURYHUVLHV WKDW PD\ DULVH ZLWK H[SDQGHG $57��
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SURYLGHUV��� &XUUHQWO\� RQO\ /RXLVLDQD H[SOLFLWO\ SURKLELWV WKH VDOH RI KXPDQ RYD���
)ORULGD LV WKH RQO\ VWDWH WR H[SOLFLWO\ SHUPLW VXFK VDOHV� DOORZLQJ ³UHDVRQDEOH
FRPSHQVDWLRQ GLUHFWO\ UHODWHG WR WKH GRQDWLRQ RI HJJV´ EXW IDLOLQJ WR GHILQH
³UHDVRQDEOH FRPSHQVDWLRQ�́ �� $ SRWHQWLDO PRGHO IRU IXWXUH UHJXODWLRQV� &DOLIRUQLD
LV WKH RQO\ VWDWH WKDW GLUHFWO\ UHJXODWHV IHUWLOLW\ FOLQLFV��� 7KH &DOLIRUQLD )DPLO\
&RGH LQFOXGHV GHWDLOHG LQVWUXFWLRQV IRU KRZ $57 DJHQFLHV VKRXOG PDQDJH FOLHQW
IXQGV DQG LPSRVHV OLPLWV RQ DJHQFLHV¶ RZQ ILQDQFLDO LQWHUHVW LQ SURYLVLRQ���
$GGLWLRQDOO\� WKH &RGH VHWV VWDQGDUGV IRU DVVLVWHG�UHSURGXFWLRQ DJUHHPHQWV DQG
SURFHGXUDO UHTXLUHPHQWV IRU FRXUWV DVVHVVLQJ VXFK DJUHHPHQWV��� :KLOH FOHDUO\
FRQFHUQHGZLWK SURWHFWLQJ WKH LQWHUHVWV RI RRF\WH SURYLGHUV DQG UHFLSLHQWV DOLNH�
&DOLIRUQLDKDV VWRSSHGVKRUWRI UHJXODWLQJFRPSHQVDWLRQDPRXQWV RU RWKHU HOHPHQWV
PRUH OLNHO\ WR GLUHFWO\ LQIOXHQFH WKH PDUNHW�

�� &RXUWV

&DVH ODZ VXUURXQGLQJ RRF\WH WUDQVIHU LV H[WUHPHO\ OLPLWHG� DQG PDQ\
FRPSOLFDWLRQV DQG LQVWDQFHV RI PDOSUDFWLFH JR XQDGGUHVVHG��� 7KH PRVW UHOHYDQW
SLHFH RI FDVHODZ�.DPDNDKLY� $PHULFDQ 6RFLHW\ IRU5HSURGXFWLYH0HGLFLQH�DURVH

�� 7KH IROORZLQJ VWDWHV GR QRW VWDWXWRULO\ DGGUHVV FRPSHQVDWLRQ RU RWKHU UHTXLUHPHQWV IRU RRF\WH
WUDQVIHU� $ODEDPD� $ODVND� $UL]RQD� $UNDQVDV� &RORUDGR� &RQQHFWLFXW� 'HODZDUH� WKH 'LVWULFW RI
&ROXPELD� *HRUJLD� +DZDLL� ,GDKR� ,OOLQRLV� ,QGLDQD� ,RZD� .DQVDV� .HQWXFN\� 0DLQH� 0DU\ODQG�
0DVVDFKXVHWWV� 0LFKLJDQ� 0LQQHVRWD� 0LVVLVVLSSL� 0LVVRXUL� 0RQWDQD� 1HEUDVND� 1HYDGD� 1HZ
+DPSVKLUH� 1HZ -HUVH\� 1HZ 0H[LFR� 1HZ<RUN� 1RUWK &DUROLQD� 1RUWK 'DNRWD� 2KLR� 2NODKRPD�
2UHJRQ� 3HQQV\OYDQLD� 5KRGH ,VODQG� 6RXWK &DUROLQD� 7HQQHVVHH� 7H[DV� 8WDK� 9HUPRQW�
:DVKLQJWRQ� 9LUJLQLD� :HVW 9LUJLQLD� :LVFRQVLQ DQG :\RPLQJ� 6RPH VWDWH VWDWXWHV EDQQLQJ WKH VDOH
RI ERG\ SDUWV EURDGO\ FRQWDLQ H[FHSWLRQV IRU UHQHZDEOH PDWHULDOV VXFK DV EORRG RU KDLU� +RZHYHU� LW
LV QRW FOHDU ZKHWKHU RRF\WHV DUH FRQVLGHUHG UHQHZDEOH UHVRXUFHV� $OWKRXJK WKHLU QXPEHU LV ILQLWH�
WKH\ DUH VR PXOWLWXGLQRXV DV WR IXQFWLRQ PRUH VLPLODUO\ WR EORRG WKDQ WR D NLGQH\� 6HH 5DR� VXSUD QRWH
�� DW ����� 6RPH VWDWHV FXUUHQWO\ UHO\ RQ WKH ���� 8QLIRUP 3DUHQWDJH $FW �83$� IRU DQ\ PHQWLRQ RI
RRF\WH WUDQVIHU� EXW WKH 83$ RQO\ FRYHUV SDUHQWDJH ULJKWV� 7KHVH VWDWHV DUH $ODEDPD� $/$� &2'( �
��������� WR ��������� ������� 'HODZDUH� '(/� &2'(� $11� WLW� ��� �� ����� WR ����� �:HVW ������
1HZ 0H[LFR� 1�0� 67$7� $11� �� �����$���� WR ��� ������� 1RUWK 'DNRWD� 1�'� &(17� &2'(
�� �������� WR �������� ������� 7H[DV� 7(;� )$0� &2'( $11� �� ����������� �:HVW ������ 8WDK�
87$+ &2'( $11� �� ��%������� WR ��%������� �:HVW ������ DQG :DVKLQJWRQ� :$6+� 5(9� &2'(
$11� �� ����D�������� �:HVW ������ 2WKHU VWDWHV VLPLODUO\ RQO\ DGGUHVV SDUHQWDJH ULJKWV� LQFOXGLQJ
&RORUDGR� &2/2� 5(9� 67$7� $11� � ������� �:HVW ������ 1HZ +DPSVKLUH� 1�+� 5(9� 67$7� $11� �
����%�� ������� 2NODKRPD� 2./$� 67$7� $11� WLW� ��� � ��� �:HVW ������ 9LUJLQLD� 9$� &2'( $11�
� ������ �:HVW ������ DQG :\RPLQJ� :<2� 67$7� $11� �� �������� WR �������� �:HVW ������

�� /$� 67$7� $11� � ����� �:HVW ����� �³7KH VDOH RI D KXPDQ RYXP� IHUWLOL]HG KXPDQ RYXP�
RU KXPDQ HPEU\R LV H[SUHVVO\ SURKLELWHG�´��

�� )/$� 67$7� $11� � ������ �:HVW ������
�� &$/� )$0� &2'( �� ������� �:HVW ������
�� ,G� � �����
�� ,G� � �����
�� &RQH� VXSUD QRWH �� DW ��� Q��� �OLVWLQJ LQFLGHQWV ZKHUH VHULRXV FRPSOLFDWLRQV RUPDOSUDFWLFH

WKDW QHJDWLYHO\ DIIHFWHG RRF\WH SURYLGHUV GLG QRW OHDG WR DQ\ FKDQJH LQ WKH FDVH ODZ��
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LQ UHVSRQVH WR JXLGHOLQHV VHWRXWE\UHJXODWRU\ RUJDQL]DWLRQV��� 7KH FRPSODLQW� ILOHG
RQ EHKDOI RI D FODVV RI RRF\WH SURYLGHUV� DOOHJHG WKDW FRPSHQVDWLRQ�OLPLWLQJ
JXLGHOLQHV SURPXOJDWHG E\ WKH $PHULFDQ 6RFLHW\ IRU 5HSURGXFWLYH 0HGLFLQH
�$650� ZHUH D ³QDNHG SULFH�IL[LQJ´ DJUHHPHQW��� ,I WKLV ZHUH WUXH� WKH JXLGHOLQHV
ZRXOG EH D SHU VH YLRODWLRQ RI WKH 6KHUPDQ $FW²D IHGHUDO VWDWXWH WKDW SURKLELWV
DFWLYLWLHV WKDW UHVWULFW FRPPHUFH DQG FRPSHWLWLRQ��� 7KLV SHU VH GHVLJQDWLRQZRXOG
PHDQ WKH JXLGHOLQHVZHUH VR LQMXULRXV WKDW WKH\VKRXOGEH SUHVXPHG LOOHJDOZLWKRXW
LQTXLU\ LQWR ZKHWKHU DFWXDO KDUP RFFXUUHG��� %HFDXVH WKLV FDVH XOWLPDWHO\ VHWWOHG
RXW RI FRXUW� WKH DSSOLFDWLRQ RI DQWLWUXVW ODZ WR WKH RRF\WH LQGXVWU\ UHPDLQV RQH RI
ILUVW LPSUHVVLRQ�

�� 1RQJRYHUQPHQWDO 2UJDQL]DWLRQV

$WWHPSWV DW UHJXODWLRQ KDYH PDLQO\ FRPH LQ WKH IRUP RI VXJJHVWHG JXLGHOLQHV
SUROLIHUDWHG E\ $650� WKH 1DWLRQDO $FDGHP\ RI 6FLHQFHV �1$6�� DQG WKH
&DOLIRUQLD ,QVWLWXWH IRU 5HJHQHUDWLYH 0HGLFLQH �&,50�� 7KH 1$6 DQG &,50
JXLGHOLQHV FDWHJRULFDOO\ SURKLELW SD\PHQWV IRU RRF\WH WUDQVIHU��� $650JXLGHOLQHV
IRUPHUO\ SURKLELWHG FRPSHQVDWLRQ DERYH ������� DQG UHTXLUHG ³MXVWLILFDWLRQ´ IRU
SD\PHQWV LQ H[FHVV RI ��������� 1RZ� WKH\ GR QRW VXJJHVW D VSHFLILF SULFH UDQJH�
LQVWHDG VLPSO\ UHTXLULQJ WKDW FRPSHQVDWLRQ ³EH IDLU DQG QRW XVHG DV DQ XQGXH
HQWLFHPHQW WKDW ZLOO OHDG SURVSHFWLYH GRQRUV WR GLVFRXQW ULVNV�´�� 1RQH RI WKHVH
UHFRPPHQGDWLRQV FDUULHV WKH IRUFH RI ODZ� UDWKHU� WKHVH RUJDQL]DWLRQV HQFRXUDJH
VWDNHKROGHUV DQG IXQGLQJ DJHQFLHV WR SURPRWH FRPSOLDQFH E\ LPSRVLQJ VDQFWLRQV
RU ZLWKKROGLQJ IXQGLQJ��� %HFDXVH RUJDQL]DWLRQV OLNH 1$6� &,50� DQG $650
FDQQRW PRQLWRU FRPSOLDQFH RU HQIRUFH WKHLU JXLGHOLQHV� WKHLU DWWHPSWV DW UHJXODWLRQ
KDYH EHHQ ODUJHO\ LQHIIHFWLYH� 'HVSLWH ZLGHVSUHDG PHPEHUVKLS LQ WKHVH

��.DPDNDKL Y� $P� 6RF¶\ IRU 5HSURG� 0HG�	 6RF¶\ IRU $VVLVWHG 5HSURG� 7HFK�� ���FY�������
-&6 �1�'� &DO� ������

�� &RPSODLQW IRU 3HWLWLRQHU DW ��� .DPDNDKL Y� $P� 6RF¶\ IRU 5HSURG� 0HG� 	 6RF¶\ IRU
$VVLVWHG5HSURG� 7HFK�� ���FY�������-&6 �1�'� &DO� ����� �1R� �����FY�������� 6HH DOVR.LPEHUO\
'� .UDZLHF� (JJ�'RQRU 3ULFH )L[LQJ DQG .DPDNDKL Y� $PHULFDQ 6RFLHW\ IRU 5HSURGXFWLYH
0HGLFLQH� �� $0$ -� (7+,&6 ��� �� ������ �GLVFXVVLQJ WKH FRQWHQW RI WKH FRPSODLQW��

�� 6KHUPDQ $QWLWUXVW $FW� �� 8�6�&� �� ���� �������
�� .UDZLHF� VXSUD QRWH ��� DW ��� &RQVLGHULQJ WKH LQHIIHFWLYHQHVV RI WKH UHJXODWLRQV� LW LV

XQOLNHO\ WKH SURYLGHUV ZRXOG KDYH EHHQ DEOH WR GHPRQVWUDWH DFWXDO KDUP KDG RFFXUUHG DV D UHVXOW RI
WKH JXLGHOLQHV�

�� 5DR� VXSUD QRWH �� DW �����
�� 6WHSKDQLH .DURO� 7KH 0DUNHW IRU (JJ 'RQDWLRQ� �� '8.( -� (&21 �� � �������
�� (WKLFV &RPPLWWHH RI WKH $PHULFDQ 6RFLHW\ IRU 5HSURGXFWLYH 0HGLFLQH� )LQDQFLDO

&RPSHQVDWLRQ RI 2RF\WH 'RQRUV� $Q (WKLFV &RPPLWWHH 2SLQLRQ� ��� )(57,/,7< 	 67(5,/,7< ����
��� ������� 7KH $650 JXLGHOLQHV DOVR UHTXLUH WKDW FRPSHQVDWLRQ QRW EH FRQGLWLRQHG RQ UHWULHYDO RU
QXPEHU RI RRF\WHV UHWULHYHG� WKDW GRQRUV QRW EH UHTXLUHG WR SD\ IRU DQ LQWHUUXSWHG F\FOH� DQG WKDW
FRPSHQVDWLRQ QRW ³YDU\ DFFRUGLQJ WR WKH QXPEHU RU TXDOLW\ RI RRF\WHV UHWULHYHG�´ ,G�

�� 5DR� VXSUD QRWH �� DW �����
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RUJDQL]DWLRQV� PRVW FOLQLF DGYHUWLVHPHQWV DQG SROLFLHV GR QRW FRPSO\ ZLWK WKH
JXLGHOLQHV���

�� 3ULYDWH $57 $JHQFLHV

,Q WKH DEVHQFH RI HIIHFWLYH VWDWXWHV� FDVH ODZ� RU SURIHVVLRQDO UHJXODWLRQV�
SULYDWH $57 DJHQFLHV KDYH D VWURQJ LQIOXHQFH RQ WKH ODQGVFDSH RI WKH RRF\WH
PDUNHW� $OWKRXJK VRPH IHUWLOLW\ FOLQLFV DUH DIILOLDWHGZLWK KRVSLWDOV��� WKH LQGXVWU\
ZDV LQLWLDOO\ FRPSULVHG RI VWDQGDORQH FOLQLFV� +RZHYHU� WKH ��� ELOOLRQ LQGXVWU\��
KDV GUDZQ WKH DWWHQWLRQ RI SULYDWH�HTXLW\ LQYHVWRUV ZKR EX\ VKDUHV IURPGRFWRUV
ZKR FR�RZQ IHUWLOLW\ FOLQLFV��� 8QVXUSULVLQJO\� WKHVH LQYHVWRUV SULRULWL]H H[SDQVLRQ
RI WKH PDUNHW ZLWK OLWWOH FRQFHUQ IRU WKH FRQVHTXHQFHV RI FRPPRGLILFDWLRQ��� 2QH
LQ YLWUR IHUWLOL]DWLRQ �,9)� GRFWRU�WXUQHG�LQYHVWRU H[SUHVVHG KLV GHVLUH WR H[SDQG
WKH UHDFK RI $57 E\ VD\LQJ WKH LQGXVWU\ ³QHHG>V@ WKH ,9) YHUVLRQ RI WKH +ROLGD\
,QQ�´��

7KHVH DFWRUV DUH ILQDQFLDOO\ LQFHQWLYL]HG WR DGYRFDWH DJDLQVW PHDQLQJIXO
JXLGHOLQHV RU UHVWULFWLRQV RQ RRF\WH WUDQVIHU��� 2QH VWXG\ IRXQG WKDW D PDMRULW\ RI

��2QH VWXG\ IRXQG WKDW ³���RI DJHQF\ DQG ���RI FOLQLF DGV RQ&UDLJVOLVW ZHUH QRQ�FRPSOLDQW
ZLWK $560 JXLGHOLQHV�´ LQFOXGLQJ ��� RI WKRVH DJHQFLHV DQG FOLQLFV WKDW ZHUH UHJLVWHUHG ZLWK WKH
6RFLHW\ RI $VVLVWHG 5HSURGXFWLYH 7HFKQRORJLHV �6$57�� DQRWKHU UHJXODWRU\ RUJDQL]DWLRQ� .OLW]PDQ�
VXSUD QRWH ��� DW ��� ,Q ����� DOPRVW ��� RI HJJ GRQRU DJHQFLHV H[SOLFLWO\ VWDWHG WKDW WKH\ YDU\
FRPSHQVDWLRQ EDVHG RQ GRQRU WUDLWV LQ GLUHFW YLRODWLRQ RI $560 JXLGHOLQHV� ,G� $URXQG ��� RI
DJHQF\ ZHEVLWHV VRXJKW GRQRUV \RXQJHU WKDQ WKH $650�UHFRPPHQGHG DJH OLPLW RI ��� ,G� 6HH DOVR
$DURQ '� /HYLQH� 6HOI�5HJXODWLRQ� &RPSHQVDWLRQ� DQG WKH (WKLFDO 5HFUXLWPHQW RI 2RF\WH 'RQRUV� ��
+$67,1*6 &75� 5(9� ��� ����� ������ �³>$@ VWXG\ H[DPLQHG KRZ ZHOO VL[W\�VL[ RRF\WH GRQRU DQG
VXUURJDF\ DJHQFLHV WKDW KDG SUHYLRXVO\ VLJQHG DQ DJUHHPHQW ZLWK 6$57 WR DELGH E\ $650
JXLGHOLQHV KDG DFWXDOO\ FRPSOLHG ZLWK WKHP� 7KH VWXG\ IRXQG WKDW D µVXEVWDQWLDO QXPEHU RI HJJ GRQRU
DJHQFLHV LQ WKH 8QLWHG 6WDWHV¶ KDG QRW�´ �FLWLQJ -DQHOOH /XN 	 -RKQ &� 3HWUR]]D� (YDOXDWLRQ RI
&RPSOLDQFH DQG 5DQJH RI )HHV $PRQJ $PHULFDQ 6RFLHW\ IRU 5HSURGXFWLYH 0HGLFLQH�OLVWHG (JJ
'RQRU DQG 6XUURJDF\ $JHQFLHV� ������ -� 5(352'�0('� ��� ���������

�� 6HH� H�J�� 5(352'8&7,9( (1'2&5,12/2*< $1' ,1)(57,/,7<�
KWWSV���ZZZ�PRXQWVLQDL�RUJ�FDUH�REJ\Q�VHUYLFHV�UHSURGXFWLYH�HQGRFULQRORJ\�LQIHUWLOLW\ �ODVW YLVLWHG
'HF� ��� ������ )(57,/,7< &(17(5� KWWSV���ZZZ�PDVVJHQHUDO�RUJ�REJ\Q�IHUWLOLW\ �ODVW YLVLWHG 'HF�
��� ������ )(57,/,7< &(17(5� KWWSV���ZZZ�\DOHPHGLFLQH�RUJ�GHSDUWPHQWV�IHUWLOLW\�FHQWHU �ODVW
YLVLWHG 'HF� ��� ������

�� 7KH )HUWLOLW\ %XVLQHVV LV %RRPLQJ� (&2120,67�
KWWSV���ZZZ�HFRQRPLVW�FRP�EXVLQHVV������������WKH�IHUWLOLW\�EXVLQHVV�LV�ERRPLQJ� 2QH UHVHDUFK
ILUP KDV SUHGLFWHG WKDW E\ ����� WKH JOREDO IHUWLOLW\ LQGXVWU\ ZLOO EH ZRUWK ��� ELOOLRQ� ,G�

�� 5HEHFFD 5REELQV� ,QYHVWRUV 6HH %LJ 0RQH\ LQ ,QIHUWLOLW\� $QG 7KH\¶UH 7UDQVIRUPLQJ WKH
,QGXVWU\� 67$7 �'HF� �� ������ KWWSV���ZZZ�VWDWQHZV�FRP������������LQIHUWLOLW\�LQGXV WU\�
LQYHVWPHQW�

�� 3ULYDWH HTXLW\ ILUPV DUH DOVR LQWHUHVWHG LQ FXWWLQJ FRVWV DQG PRQHWL]LQJ SDWLHQW GDWD� 7KH
)HUWLOLW\ %XVLQHVV LV %RRPLQJ� VXSUD QRWH ���

�� 5REELQV� VXSUD QRWH ���
�� 6HH� H�J�� 5DFKHO 6WURGHO� )HUWLOLW\ &OLQLFV $UH %HLQJ 7DNHQ 2YHU E\ )RU�3URILW &RPSDQLHV

6HOOLQJ )DOVH +RSH� 1%& 7+,1. �0DU� �� ������ KWWSV���ZZZ�QEFQHZV�FRP�WKLQN�RSLQLRQ�IHUWLOLW\ �
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RRF\WH�WUDQVIHU DJHQFLHV SURYLGHG ³LQFRPSOHWH DQG�RU LQDFFXUDWH´ LQIRUPDWLRQ WR
SRWHQWLDO SURYLGHUV LQ YLRODWLRQ RI RUJDQL]DWLRQDO JXLGHOLQHV��� )XUWKHU� WKHVH
DJHQFLHV KDYH EHHQ IRXQG WR UXQ DGYHUWLVHPHQWV WKDW GR QRW FRPSO\ ZLWK
JXLGHOLQHV��� YDU\ FRPSHQVDWLRQ EDVHG RQ GRQRU WUDLWV LQFOXGLQJ UDFH DQG
HWKQLFLW\��� DQG VHHN SURYLGHUVZKR DUH \RXQJHU WKDQ WKH UHFRPPHQGHGPLQLPXP
DJH RI ����� 7KH GLUHFWRU RI WKH GLYLVLRQ RI 0HGLFDO (WKLFV DW 1HZ <RUN
8QLYHUVLW\¶V 6FKRRO RI 0HGLFLQH GHVFULEHG WKH IHUWLOLW\ LQGXVWU\ DV ³D ILHOG
FKDUDFWHUL]HG E\ VWURQJ DQWL�UHJXODWRU\ VHQWLPHQW EHFDXVH LW HYROYHG DV D EXVLQHVV�
QRW D UHVHDUFK HQWHUSULVH�´�� $V D UHVXOW� LQHIIHFWLYH RUJDQL]DWLRQDO JXLGHOLQHV DQG
OLPLWHG VWDWH VWDWXWHV DUH WKH RQO\ VRXUFHV RI UHJXODWLRQ DYDLODEOH WR FRXQWHU WKH
RXWVL]HG LQIOXHQFH RI SULYDWH$57 DJHQFLHV�

,,� $/758,60 $1'*(1'(5 ,1 7+( &855(17 6<67(0

$OWUXLVP SOD\V D SURPLQHQW UROH LQ RRF\WH WUDQVIHU� DV HYLGHQFHG E\ WKH
SDUODQFH RI ³GRQDWLRQ�´ +RZHYHU� H[LVWLQJ UHJXODWLRQV DQG DWWHPSWV DW IXUWKHU
UHJXODWLRQ KDYH LJQRUHG WKH UROH RI DOWUXLVP� LQVWHDG IRFXVLQJ WRR H[WHQVLYHO\ RQ
FRPSHQVDWLRQ�7KH IDLOXUHRI UHJXODWLRQV WR DFNQRZOHGJH DQG DGGUHVV WKH LQIOXHQFH
RI DOWUXLVWLF UKHWRULF OHDYHV RRF\WH SURYLGHUV XQSURWHFWHG IURP JHQGHUHG VRFLDO
SUHVVXUHV WKDW OHDG WR XQVDIH EHKDYLRUV� VXFK DV DQ XQZLOOLQJQHVV WR YRLFHPHGLFDO
FRQFHUQV� 6HFWLRQ ,,�$GHWDLOV WKHWZR FHQWUDOPRWLYHVIRU H[LVWLQJUHJXODWLRQEHIRUH
DUJXLQJ WKDW WKHVH PRWLYHV DUH LQDGHTXDWH WR SURWHFW RRF\WH SURYLGHUV LQ D V\VWHP
ZKRVH SULPDU\YLUWXHLV DOWUXLVP� 6HFWLRQ,,�%GHVFULEHV WKH SUHYDOHQFH RI DOWUXLVWLF
UKHWRULF LQ RRF\WH WUDQVIHU� DQG 6HFWLRQ ,,�& FRQWH[WXDOL]HV WKLV SUHYDOHQFH DV LW
UHODWHV WR JHQGHU� 7KLV 3DUW FRQFOXGHV ZLWK D GLVFXVVLRQ RI WKH KDUPV FUHDWHG E\ DQ
REVHVVLRQZLWK DOWUXLVP �6HFWLRQ ,,�'�� WKH EHQHILWV RI DOWUXLVWLF UKHWRULF �6HFWLRQ
,,�(�� DQG WKH EHQHILWV RI FRPSHQVDWLRQ �6HFWLRQ ,,�)��

FOLQLFV�DUH�EHLQJ�WDNHQ�RYHU�SURILW�FRPSDQLHV�VHOOLQJ�IDOVH�QFQD�������� 6RPH FULWLFV DUJXH WKDW
$650 DFWXDOO\ LQWHQGV WR OLPLW JRYHUQPHQW UHJXODWLRQ� DV WKH LQHIIHFWLYHQHVV RI WKHLU RZQ UHJXODWLRQV
DGYDQFHV WKH EXVLQHVV LQWHUHVWV RI WKHLU PHPEHUV� 0LFKDHO 2OORYH� 6WDWHV 1RW (DJHU WR 5HJXODWH
)HUWLOLW\ ,QGXVWU\� 3(: 56&+� �0DU� ��� ������ KWWSV���ZZZ�SHZWUXVWV�RUJ�HQ�UHVHDUFK�DQG�
DQDO\VLV�EORJV�VWDWHOLQH�����������VWDWHV�QRW�HDJHU�WR�UHJXODWH�IHUWLOLW\�LQGXVWU\�

�� $�'�*XUPDQNLQ� 5LVN ,QIRUPDWLRQ 3URYLGHG WR 3URVSHFWLYH 2RF\WH 'RQRUV LQ D 3UHOLPLQDU\
3KRQH &DOO� � $0� -� %,2(7+,&6 � ������ �ILQGLQJ WKDW D PDMRULW\ RI VXUYH\HG RRF\WH WUDQVIHU DJHQFLHV
SURYLGHG ³LQFRPSOHWH DQG�RU LQDFFXUDWH ULVN LQIRUPDWLRQ´ WR SRWHQWLDO SURYLGHUV��

�� .OLW]PDQ� VXSUD QRWH ��� DW ���
�� ,G�
�� ,G�
�� ,G�
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$� 0RWLYHV IRU 5HJXODWLRQ

$WWHPSWV DW UHJXODWLRQ KDYH JHQHUDOO\ EHHQ GULYHQ E\ WZR PRWLYDWLRQV� 7KH
ILUVW LV WKH IHDU WKDW SD\PHQW ZLOO XQGXO\ LQIOXHQFHZRPHQ WR SURYLGH RRF\WHV� DQG
VRPH UHJXODWRU\ DFWRUV EHOLHYH WKDW SURKLELWLRQV RQ SD\PHQW DUH QHFHVVDU\ WR
HQVXUH WUXH FRQVHQW��� &RQFHUQV DULVHZKHQ SD\PHQW LV HLWKHU VR KLJK WKDW LW ZRXOG
HQWLFH ZRPHQ ZKR ZRXOG QRW RWKHUZLVH FKRRVH WR SURYLGH RU VR ORZ WKDW WKH
DPRXQW ZRXOG RQO\ DWWUDFW WKRVH LQ GHVSHUDWH QHHG RI PRQH\��� 7KH IHDU RI
H[SORLWDWLRQ LV DFFRPSDQLHG E\ WKH IHDU WKDW ILQDQFLDO LQFHQWLYHV ZLOO HQFRXUDJH
SRWHQWLDO SURYLGHUV WR OLH DERXW WKHLU PHGLFDO KLVWRU\ LQ RUGHU WR H[WHQG WKHLU
HOLJLELOLW\ RU LQFUHDVH WKHLU FKDQFHV RI EHLQJPDWFKHGZLWK D UHFLSLHQW���

7KH VHFRQG FRQFHUQ WKDW GULYHV UHJXODWLRQ LV PRUH SKLORVRSKLFDO� WKH IHDU WKDW
SD\PHQW FRPPRGLILHV WKH FRPSRQHQWV RI KXPDQ OLIH LQ D ZD\ WKDW LV PRUDOO\ RU
HWKLFDOO\ XQVRXQG� 7KH HWKLFDO GHEDWH DERXW SD\LQJZRPHQ IRURRF\WHV KDV RIWHQ
KLQJHG RQ ZKHWKHU RRF\WHV LQKDELW �RU RXJKW WR LQKDELW� D VSHFLDO FDWHJRU\ RI
REMHFWV WKDW FDQQRW RU VKRXOG QRW EH FRPPRGLILHG��� 3DUWLHV IHDU WKDW SD\PHQW ZLOO
GHJUDGH WKH YDOXH RU PHDQLQJ RI VRPHWKLQJ WKH\ EHOLHYH VKRXOG UHPDLQ ZKROO\
VHSDUDWH IURP PDUNHW IRUFHV��� 7KLV FRQFHUQ VWHPV IURP WKH DVVXPSWLRQ WKDW D
³JLIW´ REMHFW� ZKLFK FDQ EH H[FKDQJHG EXW LV QRW FRPPRGLILHG� LV IXQGDPHQWDOO\
GLIIHUHQW IURPD ³FRPPRGLW\�´�� 7KDW LV� WR FRPPRGLI\ DQ REMHFW E\ WUDGLQJ LW LQ
WKH PDUNHW FKDQJHV VRPHWKLQJ IXQGDPHQWDO WR WKH REMHFW LWVHOI�

&RQVLGHULQJ WKHVH PRWLYDWLRQV� LW LV SHUKDSV XQVXUSULVLQJ WKDW UHJXODWRU\
VWDQGDUGV DQG VWDWH VWDWXWHV KDYH IRFXVHG DOPRVW HQWLUHO\ RQ FRPSHQVDWLRQ�
+RZHYHU� GXH WR WKH FHQWUDOLW\ RI DOWUXLVP� HYHQ HIIHFWLYH UHVWULFWLRQV RU
SURKLELWLRQV RQ FRPSHQVDWLRQ ZRXOG QRW VXIILFLHQWO\ DGGUHVV WKH SRWHQWLDO IRU
H[SORLWDWLRQ LQ RRF\WH SURYLVLRQ� :KLOH FRPSHQVDWLRQ GRHV UDLVH OHJLWLPDWH
FRQFHUQV� LW DOVR KDV DGYDQWDJHV IRU SURYLGHUV ZKR PD\ EH PRUH ZLOOLQJ WR
DGYRFDWH IRU WKHLU RZQ QHHGV ZKHQ FRPSHQVDWHG��� ,Q DGGLWLRQ� D IL[DWLRQ RQ
SURYLGHUV¶ DOWUXLVWLF PRWLYDWLRQV FDQ SODFH DGGLWLRQDO EXUGHQV RQ SURYLGHUV
DWWHPSWLQJ WR QDYLJDWH D FRPSOH[ H[FKDQJH UHODWLRQVKLS��� ,Q RWKHU ZRUGV� H[LVWLQJ
PRWLYHV IRU UHJXODWLRQ DUH LQDGHTXDWH EHFDXVH WKH\ RYHUSOD\ WKH ULVNV RI
FRPSHQVDWLRQ DQG QHJOHFW WKH ULVNV JHQHUDWHG E\ D ³GRQDWLRQ´ V\VWHP�

�� 5DR� VXSUD QRWH �� DW ����� VHH VXSUD QRWH �� �GLVFXVVLQJ FRQVHQW JHQHUDOO\��
�� 5DR� VXSUD QRWH �� DW �����
�� .DURO� VXSUD QRWH ��� DW ���
�� .HQQH\ 	 0F*RZDQ� VXSUD QRWH �� DW ���
�� 5DR� VXSUD QRWH �� DW �����
�� )RU ZULWLQJ RQ WKH GLVWLQFWLRQ EHWZHHQ H[FKDQJH JRRGV DQG JLIWV� VHH JHQHUDOO\� -RQDWKDQ

3DUU\� 7KH *LIW� WKH ,QGLDQ *LIW� DQG WKH µ,QGLDQ *LIW�¶ �� 0$1 ��� �������
�� 6HH LQIUD 6HFWLRQ ,,�)�
�� 6HH LQIUD 6HFWLRQ ,,�'�
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%� $OWUXLVP LQ 2RF\WH 7UDQVIHU

7KDW UHJXODWLRQ KDV DOPRVW H[FOXVLYHO\ DWWHPSWHG WR VHW OLPLWV RQ SD\PHQW
UHIOHFWV GLVFRPIRUW ZLWK WKH LGHD RI D FRPSHQVDWHG KXPDQ RYD PDUNHW�
$GGLWLRQDOO\� LQVWLWXWLRQV LQYROYHG LQ RRF\WH WUDQVIHU GHPRQVWUDWH DQ DYHUVLRQ WR
FRQVLGHULQJ WKH WUDQVIHU D PDUNHW H[FKDQJH� HYHQ ZKLOH WKH\ SURYLGH ODUJH VXPV RI
PRQH\ LQ H[FKDQJH IRU D GLVFUHWH SURGXFW��� ,QGHHG� ZKHQ FRQIURQWHG ZLWK WKLV
WHQVLRQ� SDUWLFLSDQWV LQ WKH IHUWLOLW\ LQGXVWU\ LQVLVW WKH\ DUH QRW LQ WKH EXVLQHVV RI
SXUFKDVLQJ HJJV� LQVWHDG SUHIHUULQJ WR XVH WKH WHUP ³GRQDWLRQ�´�� 3DUWLHV WR RRF\WH
WUDQVIHU WKXV IUDPH WKH RRF\WH DV D JLIW DQG DYRLG WKH GLVFRPIRUW RI RSHQO\
FRPPRGLI\LQJ KXPDQ SDUWV���

)XUWKHU� WKH IRFXV RQ WKH RRF\WH DV D JLIW LQGLFDWHV SDUWLHV¶ SUHIHUHQFH IRU D
SURYLGHU ZKR LV PRWLYDWHG E\ DQ LQWHUQDO LQFOLQDWLRQ WRZDUGV DOWUXLVP� 2QH
SK\VLFLDQ VWDWHG WKDW GHVSLWH SD\LQJ SURYLGHUV WKRXVDQGV RI GROODUV� WKH\ ³OLNH WR
VHH VRPH DOWUXLVP�´�� $Q DQDO\VLV RI HLJKW\�QLQH RRF\WH�WUDQVIHU DJHQF\ZHEVLWHV
IRXQG WKDW WKH ODQJXDJH XVHG FHQWHUHG HPRWLRQ� FDULQJ� DQG NLQGQHVV��� ,Q IDFW�
VRPH RRF\WH�WUDQVIHU LQVWLWXWLRQV GLUHFWO\ FRQWUDVWHG DOWUXLVP ZLWK DQ LQWHUHVW LQ
FRPSHQVDWLRQ� 2QH ZHEVLWH VWDWHG� ³(JJ GRQDWLRQ FDQ EH D UHZDUGLQJ DQG
VDWLVI\LQJ H[SHULHQFH� EXW DQ\ ZRPDQ FRQVLGHULQJ WKH SURFHGXUH SULPDULO\ IRU
ILQDQFLDO UHDVRQV LV GLVFRXUDJHG IURP SDUWLFLSDWLQJ�´�� $ QXPEHU RI DJHQF\
ZHEVLWHV LQFOXGH DGYLFH RU PRGHOV IRU RRF\WH SURYLGHUV ZULWLQJ ³GRQRU
VWDWHPHQWV�´ (DFK LQFOXGHV JXLGDQFH RQ KRZ D SURYLGHU VKRXOG H[SODLQZK\ WKH\
DUH SDUWLFLSDWLQJ²QRQH RI ZKLFK PHQWLRQV FRPSHQVDWLRQ� ,QVWHDG� WKH DJHQFLHV
HQFRXUDJH ZRPHQ WR ³GLVFXVV ZKDW PRWKHUKRRG PHDQV WR >WKHP@ � � � � LI >WKH\@
NQRZ VRPHRQH ZKR KDV VWUXJJOHG ZLWK LQIHUWLOLW\� RU ZK\ >WKH\@ KDYH GHFLGHG
GRQDWLQJ >WKHLU@ HJJV LV VRPHWKLQJ >WKH\@ IHHO FRPSHOOHG WR GR IRU RWKHUV�́ ��

�� .DURO� VXSUD QRWH ��� DW ��
�� .HQQH\ 	 0F*RZDQ� VXSUD QRWH �� DW ���
�� .DURO� VXSUD QRWH ��� DW �� )RU PRUH RQ REIXVFDWLRQ WHFKQLTXHV XVHG E\ SDUWLHV WR

³GLVUHSXWDEOH´ H[FKDQJHV� VHH *DEULHO 5RVVPDQ� 2EIXVFDWRU\ 5HODWLRQDO :RUN DQG 'LVUHSXWDEOH
([FKDQJH� �� 62&,2� 7+(25< �� �������

�� 5HQH $OPHOLQJ� *HQGHU DQG WKH 9DOXH RI %RGLO\ *RRGV� &RPPRGLILFDWLRQ LQ (JJ DQG 6SHUP
'RQDWLRQ� �� /$: 	 &217(03� 352%6� ��� �� ������� 7KH SK\VLFLDQ FRQVLGHUHG DOWUXLVP WR EH DQ
LQGLFDWLRQ WKDW D SURYLGHU LV ³OHVV OLNHO\ WR KDYH UHJUHWV GRZQ WKH OLQH�´ ,G�

�� &XUWLV� VXSUD QRWH ��� DW �� �³+DOI >RI WKH ZHEVLWHV@ PDGH D GLUHFW SLWFK WR UHFUXLW GRQRUV E\
XVLQJ ZRUGV OLNH µDOWUXLVP�¶ µJLIW�¶ µPLUDFOH�¶ DQG µPDNLQJ GUHDPV KDSSHQ�¶´��

�� ,G� DW ���
�� 7LSV IRU &RPSOHWLQJ <RXU (JJ 'RQRU 3URILOH� 6+$'< *529( )(57,/,7<�

KWWSV���ZZZ�VKDG\JURYHIHUWLOLW\�FRP�EHFRPH�HJJ�GRQRU�FRPSOHWLQJ�HJJ�GRQRU�SURILOH �HPSKDVLV
DGGHG�� $QRWKHU ZHEVLWH HQFRXUDJHV ZRPHQ WR ³JR GHHS´ DQG ³>Z@ULWH DERXW KRZ >WKH\@ IHHO >WKHLU@
JLIW ZLOO KDYH DQ LPSDFW RQ WKH OLYHV RI WKH KRSHIXO SDUHQWV�´ DV ZHOO DV ³ZKDW >WKH\@ KRSH WR JDLQ
IURP WKH H[SHULHQFH�´ $GYLFH IRU :ULWLQJ D *RRG (JJ 'RQRU 3URILOH� 29$7,21 '2125 6596��
KWWSV���ZZZ�RYDWLRQHJJGRQRU�FRP�HJJ�GRQRUV�DGYLFH�IRU�ZULWLQJ�D�JRRG�HJJ�GRQRU�SURILOH� 2QH
PRGHO OHWWHU VWDWHV� ³(YHU\ WLPH , KDYH LQMHFWHG P\VHOI ZLWK WKLV PHGLFDWLRQ� , KDYH EHHQ YHU\ KDSS\
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&� $OWUXLVP DQG *HQGHU

)UDPLQJDQ RRF\WHDV DQ LQFRQYHUWLEOHJLIW HYHQZKLOHH[FKDQJLQJLW IRUPRQH\
EHWUD\V WKH LQIOXHQFH RI JHQGHU RQ WKH ZRUN RI WUDQVIHU LQVWLWXWLRQV DQG WKH
H[SHULHQFH RI RRF\WH SURYLGHUV� :KHUHDV FRPSHQVDWLRQ IRU VSHUP SURYLGHUV KDV
QHYHU UHFHLYHGPXFK DWWHQWLRQ� FRPSHQVDWLRQ IRU RRF\WH SURYLGHUV KDV EHHQ KRWO\
FRQWHVWHG LQ WKH SXEOLF VSKHUH��� 7KH PHULWV RI FRPSHQVDWHG RRF\WH WUDQVIHU KDYH
EHHQ TXHVWLRQHG LQ WKH KHDGOLQHV RI JHRJUDSKLFDOO\ DQG LGHRORJLFDOO\ GLYHUVH
QHZVSDSHUV��� EHHQ WKH VXEMHFW RI PDQ\ SHUVRQDO HVVD\V��� DQG JDUQHUHG FKDUJHG
FRPPHQWV IURP SROLWLFLDQV��� :KLOH WKH LQFUHDVHG FRVWV DQG ULVNV RI RRF\WH
SURYLVLRQ DV RSSRVHG WR VSHUP SURYLVLRQ PLJKW GHPDQG DQ LQFUHDVHG UHVSRQVH� WKH
GLIIHUHQFH LV DW OHDVW SDUWO\ JHQHUDWHG E\ JHQGHUHG DVVXPSWLRQV DERXW SDUWLHV¶
LQYHVWPHQW LQ UHSURGXFWLRQ DQG WKHLU ELRORJLFDO PDWHULDOV� 7KDW LV� ZRPHQ DUH
H[SHFWHG WR IHHO DQ DWWDFKPHQW WR WKHLU UHSURGXFWLYH PDWHULDO� ZKHUHDV PHQ DUH QRW�
,Q DQ LQWHUYLHZ� D SK\VLFLDQ�UHVHDUFKHU ZKR UDQ DQ RRF\WH� DQG VSHUP�SURYLVLRQ
FHQWHU H[SOLFLWO\ VWDWHG WKHLU EHOLHI WKDW ³>PHQ@ KDYH OHVV DWWDFKPHQW RI WKHLU VSHUP
WKDQ ZRPHQ GR RI WKHLU HJJV�´��

NQRZLQJ WKDW \RX DQG \RXU IDPLO\ DUH VR FORVH WR KDYLQJ \RXU RZQ FKLOG�´ (JJ 'RQRU 	 6XUURJDF\
3URJUDP� 'RQRU $QJHO /HWWHU WR 5HFLSLHQWV� +$7&+ (** '21$7,21 	68552*$&< �1RY� ��� ������
KWWSV���ZZZ�KDWFK�XV�EORJ�OHWWHU�IURP�HJJ�GRQRU�WR�UHFLSLHQW�

�� $OPHOLQJ� VXSUD QRWH ��� DW ���
�� (�J�� -DFRED 8ULVW� +RZ 0XFK 6KRXOG D :RPDQ %H 3DLG IRU +HU (JJV"� $7/$17,& �1RY� ��

������ KWWSV���ZZZ�WKHDWODQWLF�FRP�KHDOWK�DUFKLYH���������KRZ�PXFK�VKRXOG�D�ZRPDQ�EH�SDLG�
IRU�KHU�HJJV�������� 5RVH (YHOHWK� 6KRXOG :RPHQ %H 3DLG IRU 7KHLU (JJV"� 60,7+621,$1 0$*
�$XJ� ��� ������ KWWSV���ZZZ�VPLWKVRQLDQPDJ�FRP�VPDUW�QHZV�VKRXOG�ZRPHQ�EH�SDLG�IRU�WKHLU�
HJJV������� 'DYLG 7XOOHU� 3D\PHQW 2IIHUV WR (JJ 'RQRUV 3URPSW 6FUXWLQ\� 1�<� 7,0(6 �0D\ ���
������ KWWSV���ZZZ�Q\WLPHV�FRP������������KHDOWK���HJJV�KWPO� *LQD .RODWD� 3ULFH RI 'RQRU (JJV
6RDUV� 6HWWLQJ 2II D 'HEDWH RQ (WKLFV� 1�<� 7,0(6 �)HE� ��� ������
KWWSV���ZZZ�Q\WLPHV�FRP������������XV�SULFH�RI�GRQRU�HJJV�VRDUV�VHWWLQJ�RII�D�GHEDWH�RQ�
HWKLFV�KWPO� -DQ +RIIPDQ� (JJ 'RQDWLRQV 0HHW D 1HHG DQG 5DLVH (WKLFDO 4XHVWLRQV� 1�<� 7,0(6
�-DQ� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������XV�HJJ�GRQDWLRQV�PHHW�D�QHHG�DQG�UDLVH�
HWKLFDO�TXHVWLRQV�KWPO�

�� (�J�� (ULND :� 6PLWK� , 'RQDWHG 0\ (JJV 	 7KLV ,V :KDW ,W :DV /LNH� 5(),1(5<�� �)HE� ���
������ KWWSV���ZZZ�UHILQHU\���FRP�HQ�XV�HJJ�GRQRU�VWRULHV� /DXU\Q &KDPEHUODLQ� ,¶P DQ (JJ
'RQRU� :K\ :DV ,W 6R 'LIILFXOW IRU 0H WR 7HOO 3HRSOH 7KDW"� 0$5,( &/$,5( �$XJ� ��� ������
KWWSV���ZZZ�PDULHFODLUH�FRP�KHDOWK�ILWQHVV�D���������HJJ�GRQRU�VKDPH� -XVWLQH )HURQ� 7KH (JJV ,
6ROG� WKH %DE\ , *DLQHG� 1�<� 7,0(6 �-DQ� ��� ������
KWWSV���ZZZ�Q\WLPHV�FRP������������ZHOO�IDPLO\�HJJ�GRQRU�FRPSOLFDWLRQV�KWPO� -DPDLQH .ULJH� �
�RU �� LQ D 0LOOLRQ� 0\ ([SHULHQFH DV D 5HSHDW (JJ 'RQRU� +($/7+/,1( �2FW� ��� ������
KWWSV���ZZZ�KHDOWKOLQH�FRP�KHDOWK�SDUHQWLQJ�P\�H[SHULHQFH�DV�D�UHSHDW�HJJ�GRQRU�

�� &I�0LFKDHO +LOW]LN� &ROXPQ� 6KRXOG :H 3D\ :RPHQ WR 'RQDWH 7KHLU (JJV IRU 5HVHDUFK"
1R� DQG KHUH¶V ZK\� /�$� 7,0(6 �-XO\ ��� ������ KWWSV���ZZZ�ODWLPHV�FRP�EXVLQHVV�KLOW]LN�OD�IL�
KLOW]LN�HJJ�GRQRUV����������VQDS�VWRU\�KWPO �UHSRUWLQJ WKDW &DOLIRUQLD *RYHUQRU -HUU\ %URZQ
YHWRHG D ELOO WKDW ZRXOG KDYH DOORZHG ZRPHQ WR EH FRPSHQVDWHG IRU SURYLGLQJ RRF\WHV IRU VFLHQWLILF
UHVHDUFK RQ WKH EDVLV WKDW ³>Q@RW HYHU\WKLQJ LQ OLIH LV IRU VDOH� QRU VKRXOG LW EH´��

�� $OPHOLQJ� VXSUD QRWH ��� DW �� �TXRWLQJ ,QWHUYLHZ E\ 5HQH $OPHOLQJ ZLWK 3K\VLFLDQ�
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7KH HPSKDVLV RQ DOWUXLVP LV GLVWLQFWO\ JHQGHUHG� +LVWRULFDOO\� ZKHQ VRFLHW\
KDV VXJJHVWHG DOWUXLVP UDWKHU WKDQPRQH\ DV WKH PRWLYDWLRQ IRU ODERU� WKH DFWLYLW\
LQ TXHVWLRQ KDV JHQHUDOO\ EHHQ FRQVLGHUHG ³ZRPHQ¶V ZRUN�´�� :KLOH VRPH VWXGLHV
KDYH QRWHG WKH ZD\V LQ ZKLFK RUJDQL]DWLRQV SURGXFH DQG UHO\ RQ DOWUXLVP� WKH\
KDYH W\SLFDOO\ GLVUHJDUGHG WKH UROH RI JHQGHU��� +RZHYHU� UHVHDUFKHUV KDYH IRXQG
WKDW ZRPHQ DUH H[SHFWHG WR SHUIRUPPRUH XQFRPSHQVDWHG HPRWLRQDO ODERU LQ WKHLU
MREV� )RU H[DPSOH� D IRXQGDWLRQDO ���� VWXG\ IRXQG ZRPHQ RFFXSLHG PRUH
³QXUWXULQJ´ UROHV LQ 8�6� FRUSRUDWLRQV��� DQG SURIHVVLRQV WKDW FHQWHU HPSDWK\ DUH
VWLOO ODUJHO\ GRPLQDWHG E\ ZRPHQ��� $GGLWLRQDOO\� ZRPHQ DUH PRUH OLNHO\ WR EH
SHUFHLYHG DV PRWLYDWHG E\ DOWUXLVP UDWKHU WKDQ ILQDQFLDO FRPSHQVDWLRQ��� 7KLV
SKHQRPHQRQ LV HVSHFLDOO\ VWURQJ LQ RRF\WH WUDQVIHU� DV LW LV DPSOLILHG E\ LGHDOV RI
PRWKHUKRRG WKDW SDLQW ZRPHQ DV VHOIOHVV�:KLOH RRF\WH SURYLGHUV PD\ EH VHHQ DV
JLYLQJ WKH ³JLIW RI PRWKHUKRRG´ WR D UHFLSLHQW� VSHUPSURYLGHUV DUH QRW W\SLFDOO\
SRUWUD\HG DV JLYLQJ WKH ³JLIW RI IDWKHUKRRG´ WR LQWHQGHG IDWKHUV�:KLOH WKLV IUDPLQJ
PD\ EH FRPIRUWLQJ IRU RRF\WH SURYLGHUV DQG UHFLSLHQWV DOLNH� LW FDQ WUDQVODWH LQWR
PDWHULDO KDUPV IRU SURYLGHUV�

'� 'DQJHUV RI $OWUXLVWLF 5KHWRULF

7KH JHQGHUHG UKHWRULF RI DOWUXLVP QHJDWLYHO\ LPSDFWV SURYLGHUV E\ IUDPLQJ
RRF\WH WUDQVIHU DV D FRQWUDFW WKDW GRHV QRW FUHDWH PXWXDO REOLJDWLRQV EHWZHHQ
SURYLGHUV DQG UHFLSLHQWV� 7KLV ODFN RI PXWXDOLW\ FUHDWHV D SRZHU LPEDODQFH WKDW
SOD\V RXW LQ WKH UHVWRI WKH SURYLGHU�UHFLSLHQW UHODWLRQVKLS�$V WKLV 6HFWLRQ H[SODLQV�
D IRFXV RQ SURYLGHUV¶ DOWUXLVPSXWV ZRPHQ DW ULVN E\ UHQGHULQJ WKHP OHVV OLNHO\ WR
DGYRFDWHIRU WKHLU RZQPHGLFDO FDUH DQG FUHDWLQJD VWLJPD WKDWEXUGHQV WKHLU DELOLW\
WR FRPPXQLFDWH DERXW WKHLU PRWLYDWLRQV���

3DUWLHV¶ SUHIHUHQFH IRU DOWUXLVP FDQ OHDG WR WKH H[SHFWDWLRQ WKDW DQ RRF\WH
SURYLGHU ZLOO DFW ZLWK D ODFN RI VHOI�FRQFHUQ� UHGXFLQJ KHU YRLFH DQG DJHQF\ LQ KHU
RZQ PHGLFDO FDUH� 5HVHDUFKHUV KDYH IRXQG WKDW RRF\WH SURYLGHUV ZKR YLHZ WKHLU

5HVHDUFKHU �� �0DUFK �������
�� &XUWLV� VXSUD QRWH ��� DW �� �TXRWLQJ /RUL $QGUHZV� 6XUURJDWH 0RWKHUKRRG� 7KH &KDOOHQJH

IRU )HPLQLVWV� LQ 7+( (7+,&6 2) 5(352'8&7,9( 7(&+12/2*< ������ �.HQQHWK $OSHUQ� HG�� �������
�� $OPHOLQJ� VXSUD QRWH ��� DW ����
�� ,G� �FLWLQJ 526$%(7+ 0�.$17(5� 0(1 $1':20(1 2) 7+( &25325$7,21 ��������
�� 6HH� H�J�� .DWKHULQH +HNNHU� :RPHQ$UH WKH 0DMRULW\ LQ (GXFDWLRQ� <HW 6WLOO )LQG 7KHPVHOYHV

2YHUORRNHG IRU 3URPRWLRQV DQG 0DNLQJ /HVV 7KDQ 7KHLU 0DOH 3HHUV� %86� ,16,'(5 �-XQ� ��� ������
KWWSV���ZZZ�EXVLQHVVLQVLGHU�FRP�ZRPHQ�WHDFKHUV�DGPLQLVWUDWRUV�JHQGHU�SD\�JDS�SXEOLF�VFKRROV�
HGXFDWLRQ������� �UHSRUWLQJ WKDW LQ ����� ��� RI 8�6� WHDFKHUV ZHUH ZRPHQ��

�� $OPHOLQJ� VXSUD QRWH ��� DW ����
�� 7KHVH LVVXHV DULVH LQ DGGLWLRQ WR WKH SUREOHPDWLF UHLILFDWLRQ RI JHQGHUHG VWHUHRW\SHV� 6HH

&XUWLV� VXSUD QRWH ��� DW �� �GHVFULELQJ KRZ JHQGHUHG UKHWRULF UHOLHV RQ RXWGDWHG DQG VH[LVW
LGHRORJLHV��



<$/( -2851$/ 2) +($/7+ 32/,&<� /$:� $1' (7+,&6 ���� ������

���

FRQWULEXWLRQ DV D VDFULILFLDOJLIW DUH OHVV DOHUW IRU SRWHQWLDOKHDOWKULVNV��� ,Q FRQWUDVW�
RRF\WH SURYLGHUV ZKR DUH DEOH WR DFNQRZOHGJH ILQDQFLDO PRWLYDWLRQV GHPRQVWUDWH
KLJKHU H[SHFWDWLRQV IRU WKHLU GRFWRUV DQG UHFLSLHQWV��� ([SHFWDWLRQV RI DOWUXLVPDOVR
HQFRXUDJH ZRPHQ WR SURYLGH RRF\WHV PRUH IUHTXHQWO\� HYHQ ZKHQ WKH\ GLG QRW
LQLWLDOO\ SODQ WR SURYLGH DJDLQ� 7KHVH ODWHU SURYLVLRQV RFFXU ZKHQ D SURYLGHU IHHOV
D VHQVH RI OR\DOW\ RU LQYHVWPHQW LQ WKH UHFLSLHQWV¶ IDPLO\��� DOORZLQJ VRFLDO
SUHVVXUHV WR LQDSSURSULDWHO\ LQIOXHQFH D SULYDWH PHGLFDO GHFLVLRQ�

)RU ZRPHQ� DOWUXLVP LV VHHQ DV WKH PRVW DFFHSWDEOH PRWLYDWLRQ IRU SURYLGLQJ
UHSURGXFWLYHPDWHULDOV��� )XUWKHU� WKH LQGXVWU\ FRQWLQXHV WR EH GRPLQDWHG E\ WKH
LGHD WKDW ILQDQFLDO PRWLYDWLRQV� WR VRPH H[WHQW� SUHFOXGH WKH H[LVWHQFH RI DOWUXLVWLF
PRWLYDWLRQV��� 7KLV SHUFHSWLRQ RI PXWXDO H[FOXVLYLW\ FRQIOLFWV ZLWK WKH UHDO
PRWLYDWLRQV UHSRUWHG E\ RRF\WH SURYLGHUV� $ VWXG\ RI QLQH SRVVLEOH PRWLYDWLRQV
IRXQG WKDW DOWUXLVP DQG FRPSHQVDWLRQ WRJHWKHU ZHUH WKH SULPDU\ PRWLYDWLRQDO
IDFWRUV IRU ZRPHQ WR EHFRPHRRF\WH SURYLGHUV��� 7KHVH ILQGLQJV DUH DIILUPHG E\
TXDOLWDWLYH UHVHDUFK LQ ZKLFK RRF\WH SURYLGHUV UHSRUWHG DOWUXLVWLF DQG ILQDQFLDO
PRWLYDWLRQV LQ HTXDO PHDVXUH���

)RUFLQJRRF\WH SURYLGHUVWR UHSRUW DOWUXLVPDV WKHLU VROH RU SULPDU\PRWLYDWLRQ
FUHDWHV D VLWXDWLRQ LQ ZKLFK WKH\ PXVW KLGH LQIRUPDWLRQ IURP WKHLU PHGLFDO
SURYLGHUV� ,Q DQ LQWHUYLHZ� RQH RRF\WH SURYLGHU VDLG WKDW KHU ILQDQFLDO PRWLYDWLRQV
PDGH KHU ³IHHO OLNH D KRUULEOH SHUVRQ�´�� )HHOLQJV RI VKDPH DQG D QHHG IRU VHFUHF\
EXUGHQ RRF\WH SURYLGHUV DV WKH\ DWWHPSW WR PDNH FRPSOH[ PHGLFDO DQG HWKLFDO
GHFLVLRQV�:RPHQPXVWKLGHDQ\ LQWHUHVW LQ ILQDQFLDO FRPSHQVDWLRQZKLOHWKH VDPH
ZRUN LV QRW UHTXLUHG RI PHQ��� 7KHVH HIIHFWV DOVR H[WHQG EH\RQG WKH LQGLYLGXDO DV
DQ H[SUHVVLRQ RI WKH VRFLDO GLVFRPIRUW WKDW VWLOO VXUURXQGV FRPSHQVDWLRQ IRU
ZRPHQ¶V ODERU��� 6WLJPD DURXQGFRPSHQVDWLRQ IRU RRF\WH WUDQVIHU ULVNV UHLQIRUFLQJ
WKH LGHD WKDW FRPSHQVDWLRQ IRU ZRPHQ¶V ODERU LV LQDSSURSULDWH RU XQQHFHVVDU\���

�� ,G� DW ���
�� ,G� DW ���
�� ,G�
�� 6HH 6HFWLRQ ,,�$�
�� &XUWLV� VXSUD QRWH ��� DW ���
�� 6KHUULH $� .RVVRXGML� 7KH (FRQRPLFV RI $VVLVWHG 5HSURGXFWLRQ �� �,=$ %RQQ� 'LVFXVVLRQ

3DSHU 1R� ����� ������
�� &XUWLV� VXSUD QRWH ��� DW �� �QRWLQJ WKDW PDQ\ LQWHUYLHZHG RRF\WH SURYLGHUV ZHUH ³PRWLYDWHG

E\ ERWK DOWUXLVP DQG WKH GHVLUH WR EH ILQDQFLDOO\ FRPSHQVDWHG´��
�� ,G� DW ���
��$/0(/,1*� VXSUD QRWH ��� DW ���
�� &XUWLV� VXSUD QRWH ��� DW ��� VHH DOVR *DEULHOOH 0HDJKHU� ,V ,W :URQJ WR 3D\ IRU +RXVHZRUN"�

�� +<3$7,$ ��� �� ������ �³&RPPHUFH VHHPV PRVW FRQWURYHUVLDO LQ WKRVH DFWLYLWLHV²VH[�
SURFUHDWLRQ� SHUVRQDO FDUH DQG KRXVHZRUN²WUDGLWLRQDOO\ XQGHUVWRRG WR EH ULJKWO\ XQGHUWDNHQ E\
ZLYHV ZLWKLQ PDWULPRQLDO UDWKHU WKDQ PDUNHW UHODWLRQVKLSV�´��

�� .UDZLHF� VXSUD QRWH ��� DW ���
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(� $GYDQWDJHV RI $OWUXLVWLF 5KHWRULF

'HVSLWH WKH QHJDWLYH LPSDFWV RI SULRULWL]LQJ DOWUXLVP� DQ DWWHPSW WR UHPRYH
DOWUXLVWLF UKHWRULF IURP WKH GLVFRXUVH LV QHLWKHU DGYLVDEOH QRU UHDOLVWLF� 'LVFRPIRUW
ZLWK WKH VDOH RI ERG\ SDUWV IRU PRQHWDU\ JDLQ²HVSHFLDOO\ UHSURGXFWLYH SDUWV²LV
VR GHHSO\ HPEHGGHG LQ FXOWXUDO QRUPV WKDW DOWUXLVWLF UKHWRULF LV OLNHO\ WR SHUVLVW
DEVHQW D VLJQLILFDQW FXOWXUDO VKLIW LQ XQGHUVWDQGLQJV RI PRWKHUKRRG DQG
UHSURGXFWLYH ODERU��� 5HOLHYLQJ VRPH RI WKLV GLVFRPIRUW LV QRW QHFHVVDULO\ DQ
REIXVFDWLRQ RI UHDOLW\� RRF\WH SURYLGHUV FRQWLQXH WR UHSRUW DOWUXLVP DV D VLJQLILFDQW
PRWLYDWLRQ HYHQZKHQ WKHLU DQVZHUV DUH DQRQ\PRXV��� ,W LV LPSRUWDQW IRU RRF\WH
SURYLGHUV WR EH DEOH WR UHIHU WR WKHLU SURYLVLRQ LQ WKH ZD\ WKDW IHHOV PRVW WUXWKIXO
DQG FRPIRUWDEOH�

0DLQWDLQLQJ DOWUXLVWLF UKHWRULF DOVR SUHYHQWV ZKDW EHKDYLRUDO HFRQRPLVWV WHUP
³FURZG�RXW HIIHFWV�´�� $ FURZG�RXW HIIHFW RFFXUV ZKHQ WKH LQWURGXFWLRQ RI DQ
H[WULQVLF LQFHQWLYH �LQ WKLV FDVH� PRQH\� GLVSODFHV DQ LQWULQVLF LQFHQWLYH �LQ WKLV
FDVH� IHHOLQJV RI DOWUXLVP� DQG OHDGV WR UHGXFHG SDUWLFLSDWLRQ��� )RU H[DPSOH�
HPSLULFDO VWXGLHV KDYH VKRZQWKDW LQGLYLGXDOVPLJKWEH OHVVZLOOLQJWR GRQDWH EORRG
ZKHQ RIIHUHG SD\PHQW� DV WKH RIIHU UHGXFHV WKH DPRXQW RI LQWULQVLF PRWLYDWLRQ IHOW
E\ WKH SRWHQWLDO GRQRU��� 2QH H[SODQDWLRQ IRU WKLV HIIHFW FRXOG EH WKDW H[WULQVLF
LQFHQWLYHV GLPLQLVK ³LPDJH PRWLYDWLRQ�´ DV VRPHRQHPD\ EHKDYH SUR�VRFLDOO\ E\
GRQDWLQJ EORRG RU SURYLGLQJ RRF\WHV WR HQFRXUDJH RWKHUV WR WKLQN RI WKHP DV NLQG
RU JHQHURXV��� $QRWKHU SRVVLEOH H[SODQDWLRQ LV WKDW WKH DPRXQW RI PRQH\
H[FKDQJHG LV YLHZHG DV D ³SULFH�´ ZKLFK SURYLGHUV VHH DV FKDQJLQJ VRPHWKLQJ
LQWHJUDO WR WKH ERGLO\ SURGXFW���� GHYDOXLQJ WKHLU FRQWULEXWLRQ� RU LQGLFDWLQJ
VRPHWKLQJ XQSOHDVDQW DERXW WKH WDVN����

�� ,G� DW ��� 2RF\WH WUDQVIHU KDV EHHQ FDOOHG ³HJJ GRQDWLRQ´ VLQFH WKH ILUVW \HDUV RI WKH
WHFKQRORJ\� 6HH� H�J�� $VVRFLDWHG 3UHVV� &OLQLF LQ 2KLR 6WDUWV (JJ 'RQRU 3ODQ� 1�<� 7,0(6� -XO\ ���
����� DW $��� KWWSV���ZZZ�Q\WLPHV�FRP������������XV�FOLQLF�LQ�RKLR�VWDUWV�HJJ�GRQRU�SODQ�KWPO�
1DGLQH %UR]DQ� 5LVLQJ 8VHRI 'RQDWHG (JJV IRU 3UHJQDQF\ 6WLUV &RQFHUQ� 1�<� 7,0(6� -DQ� ��� �����
DW $�� KWWSV���ZZZ�Q\WLPHV�FRP������������XV�ULVLQJ�XVH�RI�GRQDWHG�HJJV�IRU�SUHJQDQF\�VWLUV �
FRQFHUQ�KWPO� )UDQFHV *UDQG\ 7D\ORU� 6RPH :RPHQ 'RQDWH 7KHLU (JJV VR 2WKHUV &DQ +DYH
&KLOGUHQ� +$57)25' &285$17 �)HE� ��� ������ KWWSV���ZZZ�FRXUDQW�FRP�QHZV�FRQQHFWLFXW�KF�
[SP�����������������������VWRU\�KWPO�

�� 6HH VXSUD QRWHV ����� DQG DFFRPSDQ\LQJ WH[W�
�� (PLU .DPHQLFD� %HKDYLRUDO (FRQRPLFV DQG 3V\FKRORJ\ RI ,QFHQWLYHV� � $11� 5(9� (&21�

���� ��� �������
�� ,G�� :,//,$0 -� &21*'21 (7$/�� 32/,&< $1' &+2,&(� 38%/,& ),1$1&( 7+528*+ 7+( /(16

2) %(+$9,25$/ (&2120,&6 ��� �������
�� &21*'21� VXSUD QRWH ��� DW ����
�� 8UL *QHH]\ HW DO�� :KHQ DQG :K\ ,QFHQWLYHV �'RQ¶W� :RUN WR 0RGLI\ %HKDYLRU� -� (&21�

3(5636� ���� ��� �������
��� 7KLV FRQFHUQ SDUDOOHOV RQH RI WKH FHQWUDO PRWLYHV IRU UHJXODWLRQ GLVFXVVHG LQ 6HFWLRQ ,,�$�

6HH WH[W DFFRPSDQ\LQJ QRWHV ������
���%UXQR 6� )UH\	 5HWR -HJHQ� 0RWLYDWLRQ &URZGLQJ 7KHRU\� $ 6XUYH\ RI (PSLULFDO (YLGHQFH
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%\ SULRULWL]LQJ D UKHWRULF RI DOWUXLVP� SDUWLHV WR RRF\WH WUDQVIHU PD\
LQFLGHQWDOO\ DYRLG WKH ³FURZGLQJ RXW´ RI LQWULQVLF PRWLYDWLRQV� LQVWHDG SDLQWLQJ
FRPSHQVDWLRQ DV D PHDQV WR IDFLOLWDWH WKH DOWUXLVWLF DFW RU D UHZDUG IRU RQH¶V
JHQHURVLW\���� 7KH ODQJXDJH RI GRQDWLRQ REVFXUHV WKH H[FKDQJH� PDNLQJ LW PRUH
GLIILFXOW IRU DQ RXWVLGH SDUW\ WR GHWHUPLQH WKH DFWRUV¶ PRWLYDWLRQV �ZKLFK� EDVHG RQ
WKH GDWD� DUH PRVW OLNHO\ WR EH D PL[ RI H[WULQVLF DQG LQWULQVLF����� ,Q WKLV ZD\�
SURYLGHUV UHWDLQ LPDJH PRWLYDWLRQ� DV WKH\ ZLOO EH UHFRJQL]HG DV PRWLYDWHG E\
LQWULQVLF JHQHURVLW\ UDWKHU WKDQ ILQDQFLDO LQFHQWLYHV� 3URYLGHUV DOVR DYRLG WKH
LPSOLFDWLRQ WKDW FRPSHQVDWLRQLV D ³SULFH´IRU D ERG\ SDUW DQGWKH VWLJPD DVVRFLDWHG
ZLWK FRPPRGLILFDWLRQ RI WKH ERG\� )LQDOO\� LI FRPSHQVDWLRQ LV YLHZHG DV D
WHFKQLFDOLW\ RU D UHZDUG IRU DQ DOWUXLVWLF DFW� SURYLGHUV DUH XQOLNHO\ WR IHHO WKHLU
FRQWULEXWLRQ LV GHYDOXHG RU WKDW WKH WDVN LV VR XQSOHDVDQW DV WR UHTXLUH
FRPSHQVDWLRQ����

)� $GYDQWDJHV RI &RPSHQVDWLRQ

'XH WR WKH LQYDVLYH� SHUVRQDO� DQG SRWHQWLDOO\ GDQJHURXV QDWXUH RI RRF\WH
SURYLVLRQ� SURKLELWLQJ FRPSHQVDWLRQ ZRXOG OLNHO\ UHGXFH RRF\WH VXSSO\ IDU EHORZ
WKH GHPDQG� )XUWKHU� FRPSHQVDWLRQ IRU RRF\WH SURYLVLRQ LV FULWLFDO DV WKH
UHSURGXFWLYH ODERU PDUNHW VLPXOWDQHRXVO\ EHFRPHV PRUH FRPSOH[ DQG PRUH
FRPPRQSODFH� 6HHNLQJ FRPSHQVDWLRQ IRU SRWHQWLDOO\ GDQJHURXV� KLJKO\ YDOXHG
ODERU VKRXOG QRW EH D VXEYHUVLYH DFW� &RPSHQVDWLQJ RRF\WH SURYLVLRQ UHFRJQL]HV
WKDW D ZRPDQ PD\ DFW DOWUXLVWLFDOO\ ZLWKRXW FRPSOHWH VHOI�VDFULILFH� :KLOH WKHUH
DUH IHDUV WKDW FRPSHQVDWLRQ LV H[SORLWDWLYH� WKH FXUUHQW KHVLWDQF\ WR FRQFHLYH RI D
³SDLG GRQDWLRQ�´ LQ ZKLFK D ZRPDQ KROGV DOWUXLVWLF DQG ILQDQFLDO PRWLYDWLRQV LQ
HTXDO PHDVXUH� DOVR KDV QHJDWLYH HIIHFWV IRU RRF\WH SURYLGHUV���� $GGLWLRQDOO\�
SURKLELWLRQV RQ FRPSHQVDWLRQ WKDW UHGXFH WKH VXSSO\ RI DYDLODEOH RRF\WHV FRXOG
SRWHQWLDOO\ HQFRXUDJH DQ XQUHJXODWHG EODFN PDUNHW IRU RRF\WHV LQ ZKLFK SURYLGHUV
ZRXOG OLNHO\ EH XQGHUFRPSHQVDWHG DQG OHVV DZDUH RI KHDOWK ULVNV���� $V D UHVXOW� D
SURKLELWLRQ RQ PRQHWDU\ FRPSHQVDWLRQ IRU RRF\WH WUDQVIHU ZLOO QRW UHPHG\
H[SORLWDWLRQ�

$OWUXLVP DQG FRPSHQVDWLRQ DUH QRW PXWXDOO\ H[FOXVLYH� DQG LQ IDFW� WKH
DFFHSWDQFH RI ERWK PRWLYDWLRQV EHVW SURWHFWV WKH VDIHW\ DQG ZHOOEHLQJ RI RRF\WH

��� �&(6LIR� :RUNLQJ 3DSHU 1R� ���� ������
��� 6HH DOVR LG� DW � �DUJXLQJ WKDW H[WHUQDO LQFHQWLYHV FURZG RXW LQWULQVLF PRWLYDWLRQ LI

LQGLYLGXDOV SHUFHLYH WKHP WR EH FRQWUROOLQJ EXW ³FURZG LQ´ LQWULQVLF PRWLYDWLRQ LI LQGLYLGXDOV SHUFHLYH
WKHP WR EH VXSSRUWLYH��

��� 2OLYHU 6FKLONH 	 *DEULHO 5RVVPDQ� ,W¶V 2QO\ :URQJ ,I ,W¶V 7UDQVDFWLRQDO� �� $0� 62&,2�
5(9� ����� ���� �������

��� )UH\ 	 -HJHQ� VXSUD QRWH ���� DW ����
��� 6HH VXSUD 6HFWLRQ ,,�'�
��� .HQQH\ 	 0F*RZDQ� VXSUD QRWH �� DW ���
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SURYLGHUV� $OWUXLVWLF UKHWRULF KDV DGYDQWDJHV IRU RRF\WH SURYLGHUV� DV LW
DFNQRZOHGJHV WKH PRUH�WKDQ�FRPPRGLW\ VWDWXV RI WKH RRF\WH DQG WKH VLQFHUH
FRPPLWPHQW RI PDQ\ SURYLGHUV� +RZHYHU� DQ RYHUHPSKDVLV RQ DOWUXLVP²
HVSHFLDOO\ LQ D KLJKO\ JHQGHUHG FRQWH[W²FDQ KDUP SURYLGHUV E\ UHQGHULQJ WKHP
OHVV ZLOOLQJ WR DGYRFDWH IRU WKHLU RZQ QHHGV RU HQFRXUDJLQJ WKHP WR XQGHUWDNH
GDQJHURXV EHKDYLRUV OLNH UHSHDWHG SURYLVLRQ� ,Q WXUQ� WKRXJK H[FHVVLYH
FRPSHQVDWLRQ PD\ XQGXO\ LQIOXHQFH D SRWHQWLDO SURYLGHU� FRPSHQVDWLRQ DOORZV
SURYLGHUVWR DGYRFDWH IRUWKHPVHOYHVDQGUHFHLYH UHFRJQLWLRQIRU WKHLU ODERU�3DUWLHV
ZLWK GLIIHUHQW PRWLYDWLRQV DQG YDULHG LQIRUPDWLRQ VWUXJJOH WR QHJRWLDWH WKHVH
H[FKDQJH UHODWLRQVKLSV� DQG WKH\ H[DFHUEDWH ULVNV DQG FRPSOLFDWLRQV E\ DFWLQJ DV
LI DOWUXLVP LV WKH SULPDU\ PRWLYDWLRQ RI HYHU\RQH LQYROYHG� &XUUHQW UHJXODWRU\
VWUXFWXUHV KDYH JHQHUDOO\ VWRSSHG DW DWWHPSWV WR OLPLW FRPSHQVDWLRQ� XSKROGLQJ WKH
GDPDJLQJ QRWLRQ WKDW DFFHSWDEOH RRF\WH WUDQVIHU LV GULYHQ E\ DOWUXLVP�

,,,� 352326$/)25 )('(5$/ 5(*8/$7,21

$Q RRF\WHPDUNHW WKDW UHOLHV RQ HLWKHU DOWUXLVPRU FRPSHQVDWLRQ DORQHZLOO IDLO
SURYLGHUV DQG UHFLSLHQWV DOLNH� ,QVWHDG� WKH IHGHUDO JRYHUQPHQW VKRXOG LPSOHPHQW
UHJXODWLRQV WKDW SHUPLW FRPSHQVDWLRQ IRU RRF\WH WUDQVIHU� SURKLELW RQJRLQJ
XQHWKLFDO SUDFWLFHV� DQG VHW FRQWUDFW UHTXLUHPHQWV DQG VDIHW\ VWDQGDUGV IRU RRF\WH
SURYLVLRQ� 6DIHW\ VWDQGDUGV VKRXOG FRGLI\ DQG H[SDQG RQ WKRVH WRXFKHG XSRQ LQ
H[LVWLQJ QRQJRYHUQPHQWDO JXLGHOLQHV� LQFOXGLQJ VHWWLQJ DJH OLPLWV DQG FDSSLQJ WKH
QXPEHU RI F\FOHV SHU SURYLGHU� $GGLWLRQDOO\� WKH JRYHUQPHQW FRXOG VHW D IORRU RQ
LQIRUPHG FRQVHQW UHTXLUHPHQWV� DOORZLQJ VWDWHV RU SURIHVVLRQDO RUJDQL]DWLRQV WR
UHTXLUH PRUH GHWDLOHG FRQVHQW� 6XFK UHJXODWLRQV ZRXOG DOORZ IRU DQ H[SDQGHG
XQGHUVWDQGLQJ RI RRF\WH SURYLGHUV¶ PRWLYDWLRQV WKDW ZRXOG OHDG WR UHGXFHG VWLJPD
DQG LPSURYHG ZHOOEHLQJ� 7KLV 3DUW GLVFXVVHV D SRWHQWLDO UHPHG\ LQ WZR SDUWV� D
FRQFHSWXDO UHLPDJLQLQJ RI DOWUXLVP DQG FRPSHQVDWLRQ DV KDUPRQLRXV DQG WKH
DELOLW\ WR LPSOHPHQW D IHGHUDO UHJXODWRU\ VFKHPH XQGHU WKH )'$�

$� $EDQGRQLQJ WKH $OWUXLVP�&RPSHQVDWLRQ %LQDU\

$FNQRZOHGJLQJ WKH SRWHQWLDO IRU RRF\WH SURYLGHUV WR VLPXOWDQHRXVO\ KROG
DOWUXLVWLF DQG ILQDQFLDO PRWLYDWLRQV FUHDWHV QHZ SRVVLELOLWLHV IRU FRPSUHKHQVLYH
SURWHFWLRQ� 6XFK UHFRJQLWLRQ ZRXOG H[SDQG RRF\WH SURYLGHUV¶ YRFDEXODU\ WR
H[SUHVV WKHLU FRQFHUQV DQG QHJRWLDWH HOHPHQWV RI WKHLU H[SHULHQFH� DV WKH\ ZRXOG
QRWKDYH WR FRQFHDO LQWHUHVW LQ FRPSHQVDWLRQ����:KHUHDVJLIW�JLYLQJUKHWRULF OLPLWV
VRPH RI WKH FRPPRGLILFDWLRQ SUHVHQW LQ WUDGLWLRQDO PDUNHW H[FKDQJHV� GLVFXVVLRQ
DERXW FRPSHQVDWLRQ FDQ JLYH RRF\WH SURYLGHUV WKH IUHHGRP WR EH RSHQO\ VHOI�
LQWHUHVWHG DQG UHGXFH WKH SRWHQWLDO IRU FRHUFLRQ� $GGLWLRQDOO\� FRQWLQXHG

��� &XUWLV� VXSUD QRWH ��� DW ���
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FRPSHQVDWLRQ LQ WDQGHPZLWK UHFRJQLWLRQ RI WKH JLIW�OLNH VRFLRHPRWLRQDO HOHPHQWV
RI WKH H[FKDQJHZLOO HQVXUH D VXSSO\ RI RRF\WHV WKDW PHHWV GHPDQG�$ V\VWHP LQ
ZKLFK SURYLGHUV� UHFLSLHQWV� DQG RRF\WH�WUDQVIHU DJHQFLHV FDQ EH WUDQVSDUHQW DERXW
WKHLU PRWLYDWLRQV LV PRUH OLNHO\ WR UHGXFH H[SORLWDWLRQ RI RRF\WH SURYLGHUV�

%� 3URYLGLQJ IRU )HGHUDO 5HJXODWLRQ

,W LV WUXH WKDW VHWWLQJ FRPSHQVDWLRQ WRR KLJK PD\ XQGXO\ LQGXFH LQGLYLGXDOV WR
EHFRPH RRF\WH SURYLGHUV� )XUWKHU� LQDSSURSULDWH FRPSHQVDWLRQ PD\ VSHFLILFDOO\
HQWLFH WKH PRVW HFRQRPLFDOO\ YXOQHUDEOH DQG KHQFH WKH OHDVW OLNHO\ WR KDYH RSWLRQV
IRU OHJDO UHFRXUVH���� (VSHFLDOO\FRQVLGHULQJWKDW WKH ORQJ�WHUPKHDOWK RXWFRPHV IRU
RRF\WH SURYLGHUV DUH VWLOO XQNQRZQ���� RRF\WH SURYLVLRQ GHPDQGV PHDQLQJIXO
UHJXODWLRQ���� :KLOH LW LV SRVVLEOH IRU SDUWLHV WR EULQJ FDVHV RQ EHKDOI RI SURYLGHUV
DIIHFWHG E\ WKH FXUUHQW ODFN RI UHJXODWLRQ� WKHVH FDVHV KDYH EHHQ XQVXFFHVVIXO LQ
VHWWLQJ QHZ VWDQGDUGV IRU RRF\WH WUDQVIHU���� DQG FRPSOH[ UHJXODWRU\ VFKHPHV
VKRXOG QRW EH GHVLJQHG E\ MXGJHV����

$V WKH IHGHUDO JRYHUQPHQW DQG VWDWH JRYHUQPHQWV DOLNH VHHN WR H[SDQG DFFHVV
WR $57���� WKH IHGHUDO JRYHUQPHQW PXVW EH WKH VRXUFH RI WKLV UHJXODWLRQ� 7KH
FXUUHQW DUUDQJHPHQW� LQZKLFK WKHUH LV D OLPLWHG DQG LQFRQVLVWHQW FROOHFWLRQ RI VWDWH
VWDWXWRU\ ODZV� PDNHV LW GLIILFXOW IRU SDUWLHV WR SUHGLFW WKH RXWFRPH RI KLJK�VWDNHV

��� 5DR� VXSUD QRWH �� DW �����
��� 6HH� H�J�� 0LOHQNR 0DUWLQRYLFK� 8QFRYHULQJ WKH /RQJ�7HUP +HDOWK 2XWFRPHV IRU (JJ

'RQRUV� 6&,� &$5,1* �0DU� ������ KWWSV���VFLHQFHRIFDULQJ�XFVI�HGX�UHVHDUFK�XQFRYHULQJ�ORQJ�WHUP�
KHDOWK�RXWFRPHV�HJJ�GRQRUV�

��� &I� 6DPDQWDN *KRVK� 7KH 7DNLQJ RI +XPDQ %LRORJLFDO 3URGXFWV� ��� &$/,)� /� 5(9� ����
������ ������ �³,I FRPPRGLILFDWLRQ DQG H[SORLWDWLRQ RI WKH KXPDQ ERG\ LV D FRQFHUQ� WKHUH LV QR
UHDVRQ WR EHOLHYH WKDW DQ XQUHJXODWHG PDUNHW LV D EHWWHU VXEVWLWXWH�´��

��� 6HH� H�J�� &RQH� VXSUD QRWH �� DW ��� Q��� �H[SODLQLQJ WKDW GRQRUV ZKR H[SHULHQFH VHULRXV
FRPSOLFDWLRQV DUH RIWHQ SDLG WR VHWWOH RU VWUXJJOH WR ZLQ GLIILFXOW PHGLFDO�PDOSUDFWLFH DFWLRQV��

��� 6HH� H�J�� 5REHUW 0� +RZDUG	 -HIIUH\ $� 6HJDO� $ 3UHIHUHQFH IRU 'HIHUHQFH" 7KH6XSUHPH
&RXUW DQG -XGLFLDO 5HYLHZ� �� 32/� 56&+� 4� ��� ������� 6RPH MXGJHV KDYH VSRNHQ RSHQO\ DERXW
WKH ELDVHV WKH\ ZRXOG EULQJ WR IHUWLOLW\ OLWLJDWLRQ� -HQQLIHU %HQGHU\� 5HSXEOLFDQV WR &RQILUP /LIHWLPH
)HGHUDO -XGJH 2SSRVHG WR )HUWLOLW\ 7UHDWPHQWV� +8))3267 �'HF� �� ������
KWWSV���ZZZ�KXIISRVW�FRP�HQWU\�VDUDK�SLWO\N�MXGJH�IHUWLOLW\�
WUHDWPHQWBQB�GH�����H�E����H�I���FE� �UHSRUWLQJ WKDW WKH 6HQDWH FRQILUPHG D OLIHWLPH IHGHUDO
MXGJH ZKR RSLQHG WKDW $57 KDV ³JUDYH HIIHFWV RQ VRFLHW\� LQFOXGLQJ GLPLQLVKHG UHVSHFW IRU
PRWKHUKRRG DQG WKH XQLTXH PRWKHU�FKLOG ERQG´��

���$ IHGHUDO ELOO WKDW ZRXOG UHTXLUH SULYDWH KHDOWK LQVXUDQFH SODQV WR FRYHU LQIHUWLOLW\ WUHDWPHQWV
DQG IHUWLOLW\ SUHVHUYDWLRQ KDV EHHQ LQWURGXFHG LQ WKH +RXVH DQG WKH 6HQDWH� $FFHVV WR ,QIHUWLOLW\
7UHDWPHQW DQG &DUH $FW� +�5� ����� ���WK &RQJ� �DV LQWURGXFHG LQ +RXVH� -XO\ ��� ������ $FFHVV WR
,QIHUWLOLW\ 7UHDWPHQW DQG &DUH $FW� 6� ����� ���WK &RQJ� �DV LQWURGXFHG LQ 6HQDWH� 0D\ �� ������ $
VLPLODU ELOO IRFXVHG RQ YHWHUDQV KDV EHHQ LQWURGXFHG LQ WKH +RXVH� 9HWHUDQV ,QIHUWLOLW\ 7UHDWPHQW $FW
RI ����� +�5� ����� ���WK &RQJ� �DV LQWURGXFHG LQ +RXVH�0DU� ��� ������ )RU D OLVW RI �� VWDWHV ZLWK
ODZV UHTXLULQJ LQVXUDQFH FRPSDQLHV WR FRYHU RU RIIHU FRYHUDJH IRU LQIHUWLOLW\ WUHDWPHQW� VHH 6WDWH
/DZV 5HODWHG WR ,QVXUDQFH &RYHUDJH IRU ,QIHUWLOLW\ 7UHDWPHQW� 1$7¶/ &21)� 2) 67� /(*,6� �0DU� ���
������ KWWSV���ZZZ�QFVO�RUJ�UHVHDUFK�KHDOWK�LQVXUDQFH�FRYHUDJH�IRU�LQIHUWLOLW\�ODZV�DVS[�
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FRQIOLFWV LQFOXGLQJSDUHQWDJH GLVDJUHHPHQWV�PLVXVHRIRRF\WHV� RU IDLOXUHWR REWDLQ
LQIRUPHG FRQVHQW���� 7KH ODFN RI FRQVHQVXVPD\ FDXVH KHVLWDWLRQ IRU SDUWLHV ZKR
ZRXOG RWKHUZLVH HQJDJH LQ PXWXDOO\ EHQHILFLDO DJUHHPHQWV� 0RUH LPSRUWDQWO\� LW
WKUHDWHQV WKH OHJLWLPDF\ RI IDPLOLHV FUHDWHG XVLQJ$57� ERWK LQ WKH OHJDO DUHQD DQG
WKH SXEOLF H\H� )HGHUDO UHJXODWLRQV SHUPLWWLQJ FRPSHQVDWLRQ IRU RRF\WH SURYLVLRQ
ZRXOG JLYH LQGLYLGXDOV DQG IDPLOLHVPXFK�QHHGHG FHUWDLQW\�

:KLOH WKH 7HQWK $PHQGPHQW JLYHV VWDWHV SULPDU\ DXWKRULW\ RYHU KHDOWKFDUH
GHFLVLRQV� WKH IHGHUDO JRYHUQPHQW KDV WKH DXWKRULW\ WR UHJXODWH RRF\WH WUDQVIHU
XQGHU WKH )'$���� 7UDQVIHUUHG UHSURGXFWLYH WLVVXH LV UHJXODWHG DV ³KXPDQ FHOOV�
WLVVXHV� DQG FHOOXODU DQG WLVVXH�EDVHG SURGXFWV�´��� PHDQLQJ WKDW RRF\WH WUDQVIHU
FOLQLFV PXVW UHJLVWHU ZLWK WKH )'$���� FRPSO\ ZLWK ³GRQRU HOLJLELOLW\
JXLGHOLQHV�´��� DQG XQGHUJR LQVSHFWLRQ����

7KH IHGHUDO JRYHUQPHQW LV EHVW SRVLWLRQHG WR HQDEOH SDUWLFLSDWRU\
SROLF\PDNLQJ LQ WKLV DUHD DQG HQJDJH ZLWK PXOWLSOH VWDNHKROGHUV LQ GHVLJQLQJ D
UHJXODWRU\ VFKHPH� ,Q DGGLWLRQWR )'$UHJXODWLRQV�WKH&'&FXUUHQWO\FROOHFWV GDWD
IURP DOO IHUWLOLW\ FOLQLFV LQ WKH 8QLWHG 6WDWHV� FDOFXODWLQJ VXFFHVV UDWHV IRU HDFK
FOLQLF DQG SUHVHQWLQJ WKLV LQIRUPDWLRQ WKURXJK WKH1DWLRQDO $VVLVWHG 5HSURGXFWLYH
7HFKQRORJ\ 6XUYHLOODQFH 6\VWHP���� $V D UHVXOWRI WKH )HUWLOLW\ &OLQLF 6XFFHVV5DWH
DQG &HUWLILFDWLRQ $FW RI ����� DOO $57 SURJUDPV DUH UHTXLUHG WR UHSRUW FHUWDLQ GDWD
WR WKH IHGHUDO JRYHUQPHQW DQQXDOO\���� )XUWKHU� LQ 3HUH] Y� &RPPLVVLRQHU� WKH 8�6�
7D[ &RXUW KHOG WKDW SD\PHQW IRU RRF\WH SURYLVLRQ LV VXEMHFW WR IHGHUDO LQFRPH
WD[���� $V D UHVXOW� WKH IHGHUDO JRYHUQPHQW LV DOUHDG\ UHFHLYLQJ LQIRUPDWLRQ IURP
DQG FRPPXQLFDWLQJ VWDQGDUGV WR IHUWLOLW\ FOLQLFV DQG RRF\WH SURYLGHUV�

/HJLVODWLYH DFWRUV VKRXOG FHQWHU RRF\WH SURYLGHUV DV WKH VWDNHKROGHUV PRVW
PDUJLQDOL]HG E\ ODFN RI UHJXODWLRQ DQG UHVLVWDQFH WR FRPSHQVDWLRQ� ,PSRUWDQWO\�
UHJXODWLRQ E\ WKH )'$ RU &'& ZRXOG DIILUP WKH LGHD WKDW RRF\WHV DUH
IXQGDPHQWDOO\ GLIIHUHQW IURP DQ\ RWKHU FRPPRGLW\ DQG VKRXOG EH WUHDWHG
GLIIHUHQWO\ XQGHU WKH ODZ� ,W LV XQFOHDU ZKDW ILQDQFLDO LQFHQWLYH ZLOO PD[LPL]H
SURYLGHU ZHOOEHLQJ DQG WKH DYDLODELOLW\ RI RRF\WHV� ,W LV DOVR XQFOHDU KRZ PXFK

��� -RG\ /� 0DGHLUD 	 6XVDQ /� &URFNLQ� /HJDO 3ULQFLSOHV DQG 6HPLQDO /HJDO &DVHV LQ 2RF\WH
'RQDWLRQ� ��� )(57,/,7< 67(5,/,7< ����� ���� �������

��� �� &�)�5� � ���� �������
��� ,G� � �������
��� ,G� � ��������
��� ,G� � �������D��
��� ,G� � ��������� 6HH DOVR .DWKHULQH 0F.HHQ� &UDFNLQJ WKH (JJ 'RQDWLRQ 0DUNHW� 5(*8/�

5(9� �2FW� ��� ������ KWWSV���ZZZ�WKHUHJUHYLHZ�RUJ������������PFNHHQ�FUDFNLQJ�HJJ�GRQDWLRQ�
PDUNHW �³,Q VKRUW� )'$ UHJXODWHV ZKR FDQ EH DQ HJJ GRQRU²EXW GRHV QRW UHJXODWH KRZ WKH IRU�SURILW
HJJ GRQDWLRQ LQGXVWU\ WUHDWV GRQRUV�´��

��� 1DWLRQDO $57 6XUYHLOODQFH� &756� )25 ',6($6( &21752/ $1' 35(9(17,21 �0DU� ���
������ KWWSV���ZZZ�FGF�JRY�DUW�QDVV�LQGH[�KWPO�

��� 3XE /� 1R� �������� ��� 6WDW� ���� �������
��� 3HUH] Y� &RPPLVVLRQHU RI ,QWHUQDO 5HYHQXH� ��� 7�&� �� �������
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DOWUXLVWLF UKHWRULF� DQG LQ ZKDW IRUP� ZRXOG DFFRPSOLVK WKH VDPH JRDOV�
&RQVLGHULQJ WKH UHOHYDQFH RI D FRPSOH[ V\VWHP RI JHQGHU QRUPV DQG WKH LQDELOLW\
WR UHJXODWH SULYDWH�DJHQF\ UKHWRULF� IUDPLQJ GHFLVLRQV DUH EHVW OHIW WR LQGLYLGXDO
SDUWLHV� +RZHYHU� E\ SHUPLWWLQJ FRPSHQVDWLRQ DFURVV WKH ERDUG DQG VHWWLQJ
HQIRUFHDEOH JXLGHOLQHV IRU FRPSHQVDWLRQ DQG VDIHW\� WKH IHGHUDO JRYHUQPHQW FDQ
IDFLOLWDWH DQ H[SDQVLYH FRQFHSWLRQ RI ZRPHQ¶V ODERU� LPSURYH WKH ZHOOEHLQJ RI
RRF\WH SURYLGHUV� DQG GHVWLJPDWL]H FRPSHQVDWHG RRF\WH WUDQVIHU�

&21&/86,21

5HJXODWLRQV� FDVH ODZ� DQG OHJLVODWLRQ KDYH QRW NHSW SDFH ZLWK WKH UDSLG
GHYHORSPHQW DQG SUROLIHUDWLRQ RI RRF\WH WUDQVIHU� 7KH OLPLWHG ODZV WKDW GR H[LVW
IRFXV DOPRVW H[FOXVLYHO\ RQ SURKLELWLQJ RU OLPLWLQJ FRPSHQVDWLRQ� $V D UHVXOW�
SULYDWH DJHQFLHV KDYH EHHQ WKH DFWRUV WDVNHG ZLWK VHWWLQJ VWDQGDUGV IRU SURYLGHU
VDIHW\ DQG FRPSHQVDWLRQ� ,QGLYLGXDOV PXVW QDYLJDWH WKLV VSDFH ZKLOH VWUXJJOLQJ
ZLWK WKH SHUFHLYHG WHQVLRQ EHWZHHQ VHOI �LQWHUHVW DQG DOWUXLVP� 7KLV WHQVLRQ KDV
JHQHUDOO\ EHHQ KDQGOHG E\ YHLOLQJ SURYLGHUV¶ ILQDQFLDO LQWHUHVW DQG SULYLOHJLQJ DQ
LPDJH RI RRF\WHV DV IUHHO\ JLYHQ JLIWV�

:KLOH LQDSSURSULDWH FRPSHQVDWLRQ FDQ OHDG WR H[SORLWDWLRQ RI RRF\WH
SURYLGHUV� EDQQLQJ FRPSHQVDWLRQ DQG UHO\LQJ RQ DOWUXLVWLF UKHWRULF DORQH GRHV QRW
IDUHPXFKEHWWHU� 7KHIRFXV RQ DOWUXLVPLQ WKH RRF\WHPDUNHW LV GLVWLQFWO\ JHQGHUHG�
FRORUHG E\ WKH H[SHFWDWLRQ WKDW WKH LGHDO ZRPDQ �DQG HVSHFLDOO\ WKH LGHDO PRWKHU�
LV JHQHURXV� QXUWXULQJ� DQG IXQGDPHQWDOO\ VHOIOHVV� 7KLV IUDPLQJ UHQGHUV RRF\WH
SURYLGHUV OHVV OLNHO\ WR DGYRFDWH IRU WKHLU RZQ KHDOWKFDUH DQG PHGLFDO ZHOOEHLQJ
DQG IRUFHV WKHP WR KLGH D VLJQLILFDQW SDUW RI WKHLU PRWLYDWLRQ IRU SURYLVLRQ�
ILQDQFLDOJDLQ� ,PSRUWDQWO\� WKLV VDPHZRUNLV QRW UHTXLUHG RI WKHLU VSHUP�SURYLGLQJ
FRXQWHUSDUWV�

6RPH RI WKH ULVN RI H[SORLWDWLRQ FDQ EH DOOHYLDWHG E\ UHMHFWLQJ WKH QRWLRQ WKDW
ZRPHQ DUH XQDEOH WR EH VLPXOWDQHRXVO\ VHOI DQG RWKHU UHJDUGLQJ� 7KLV FRQFHSWXDO
VKLIW FRXOG EH IDFLOLWDWHG E\ D IHGHUDO UHJXODWRU\ IUDPHZRUN WKDW H[SDQGV H[LVWLQJ
)'$ DQG &'& UHODWLRQVKLSV ZLWK IHUWLOLW\ FOLQLFV DQG FRQVLGHUV WKH LQWHUHVWV RI
RRF\WH SURYLGHUV� &RGLILHG VWDQGDUGL]DWLRQ RI WKH RRF\WH PDUNHW ZRXOG QRW RQO\
SURWHFW RRF\WH SURYLGHUV� EXW DOVR OHJLWLPL]H IDPLOLHV FUHDWHG XVLQJ$57� DIILUP
WKH LGHD WKDW RRF\WHV DUH IXQGDPHQWDOO\ GLIIHUHQW IURP RWKHU FRPPRGLWLHV� DQG
YDOLGDWH ZRPHQ¶V ODERU DV ZRUWK\ RI FRPSHQVDWLRQ�




