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. KDWGRHV LW
P HDQ VR GHHSHQ
GHP RFUDR\ *

* D] DLVDQH SHUP HOAB\ WHP HID UFK
W LQJ VR\KRZ D@MHSHRSGV R WHZ RUTB
KRZ VR UHVSRQG VR D UHEHTIRQ Rl KXP DQIW

WH S@QWRERP E XVD® * XWIDYR 3HAR

2YHU WKH SDVW \HDU RXU ZRORBEBORFO®GH&/ DU\ DQG HFRQRP
XQGHU WKH VKDGRZ Rl JHQRBIRPH QDK H KDV ODLG EDUH WK
VUDHOL RFFXSDWLRQ HVFDOMRDHRZQHWVYV Rl :HVWHUQ FODLF
EDUEDULF DVVDXOW DJDLQVWLWMKH :KLOH IXQGLQJ DQG DU
3DOHVWLQLDQ FLYLOLDQ SRIXMQBRWLEEH WKH 86 KDV JXWWHG
VWDUYLQJ FKLOGUHQ H[HFXWHBYLEHY DQG H[SDQGHG UHSUH
VHHNHUV PXUGHULQJ MRXU(‘%M’LWW%H§@%\LQJ PDVNHG PLOL
UHGXFLQJ KRVSLWDOV VFKRROWRWY WR DEGXFW VWXGHQW I
LOVWDOODWLRQV UHOLJLRXYNYUWHRA Blo)d RRWHRKLOGUHQ 1L
WR UXEEOH :KDW LV XQGHU ! Dle VHCS)QG VWULSSLQJ GHVI
3DOHVWLQH LV QRW RQO\ WK I?k'ﬁy\/&p\?lr#v}w_é})((\\l/vv&Rung\x
WR OLIH EXW WKHLU ULJKW |
GHWHUPLQDWLRQ <HW WKH, JH WKH VDPH SLOODUY
g Q RI PDUJLQDOLVHG

DJDLQVW 3DOHVWLQLDQV FDERE HYv WKH FULPLQDOL\

EURDGHU LPSOLFDWLRQV S$VeE&RQRBRAL G WKH VXSSUHVVLI
SUHVLGHQW *XVWDYR SHWURyROW U LWRIWKYRXIK VWDWH Y
DQ H[SHULPHQW E\ WKH PHJD ULFK WU\LQJ

WR VKRZ DOO WKH SHRSOHV WRUWKH BRWWOLR XQWY WKLV JOR
KRZ WR UHVSRQG WR D UHEHIOWQOR® RSILVWDQW ,W UHPLQGYV
KXPDQLW\ WKH\ SODQ WR ERPHPR¥WIA LV QRW VHFXUH DQG
3HWUR V ZDUQLQJ LV VREHUMDDINMEHRU JUDQWHG WKDW LW
JHQRFLGH LV QRW RQO\ DQ DH/R/DWIOMGRRY PHDQLQJ HYHQ ZKH
3DOHVWLQLDQV LW LV DOVRIBULWRBOUNQYWRMXBHURQV UHPDLC
WR XV DOO RI WKH IuDJLOLWR RPERERRFVHDKIW GHPRFUDWLF |
DQG RI WKH YLROHQFH WKDWBRAHWHAKBQR OLWWOH ZLWKRXW
SROLWLFDO DQG HFRQRPLF H&FEAQYVI1fHHSHRSOH DEOH WR G

ZLOOLQJ WR XQOHDVK WR H[S%QVd(WKMHQVH WKH IDWH RI Gt
GRPLODQFH BRXWK $IULFD LV ERXQG XS ZLW

VWUXJJOHV RI SHRSOH HYHU\ZK
Q win ses wkn zrUOG v vHBIGHOYA BENERULWOULEQLYD
FXVWRGLDQ RI GHPRFUDF\ L QY

FODVV V GHVSHUDWH FDPSDLJQ WR FOLQJ WR
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7KLV LV ZK\ ZH YH VRXJKW WRKSRNQWEWOQRQVY DOVR EURXJKW
RXU ZRUN IURP FRQYHQLQJQWHZ SROLWLFDO UHDOLW\ ZKHUH
OLWLIJDWLRQ QRW MXVW DVSWHWKGRPLIWMHY DQG WKH 10
IL[HV EXW DV SDUW RI D E U RSIR®HW VMDUX SRZHU RSHQV XS RS
WR GHHSHQ GHPRFUDF\ IURPIRHOROAJJDLQLQJ DQG FRQWHVWI

NH\ TXHVWLRQ IRU XV LV ZKHWK
$ QHZ SROLWLFDO UHDOLW\ |ypJPHQWDWLRQ RI SRZHU FDQ

%DEN KRPH DV ZH PDUNHG 'F%? W/Ff P\'j OHG \?VHHBF;';UF?IFLIOFT_%

GHPRFUDE\ WKH IDLOXUHV %H i @ KB o

SURMHFW UHPDLQ VWDUN 7 RI

QHR OLEHUDO SROLFLHV DXYW W\ %(g

FRUUXSWLRQ KDYH OHIW PLO LV/ J;@Dlp éHE\(W'-RQ SIRIMVIRIG
KRYVD URYLYHG WKH EDOO

IURP DGHTXDWH KRXVLQJ T 3 SDF PPTY SN

HGXFDWLRQ UHOLDEOH DFF UF%QFHV@ SURPLVLOS

\
KHDOWKFDUH DQG GLJQLILH! )¥
3DWURQDJH KDV EHFRPH HQ G '% SRQ 'USRHPRggg g:g\
WKH VWDWH ZKLOH SXEOLF v Fts%o%H DUH IDU WRI
FRPPRGLILHG FLWLHV DUH Gf d c{%
R,

RUGLQDU\ SHRSOH DUH OHIwWY \L \KROORZHG RXW

GLOHPPD ZDV D\
YLROHQFH QHJOHFW DQG FULBPR-FWIL FELV GLonsRy ebY D)

Q WKH HOHFWLRQV WKHYHMWYGRW RV et bt o FLY
D X@OV VHUYH DV D WULE
WR D KLVWRULFDO VKLIW ZL DEC 00 R o L BT
IUDJPHQWLQJ HOHFWRUDO S Iﬁl?f SNV 1O SOLEL ¢
ZLWKGUDZLQJ VXSSRUW IRU Bv\? B RO O R oo
$1& DQG VWULSSLQJ LW RI LW .
SDUOLDPHQWDU\ PDMRULW\ FYLVERRY
VI G0 ¥ DI RODE MR RN CHPRELOLVDWLRQ

FRPPLWWHH VRXJKW WR VDOY W W_V ED IR LL
DXWKRULW\ E\ LQYLWLQJ RW % lﬁ%h, ngv\{)@ DOQODGLF{L?/V
D FRDOLWLRQ WKDW LW EUD Vv FH EHWZHHQ SHRSC
JRYHUQPHQW RI QDWLRQDO %’:ﬁw
H
Eab
BB

WKDQ D QDUURZ HOLWH SDF JRU FRPPXQLWL
SROLWLFDO SRZHU EURNHUYV
DUUDQJHPHQW WKH JRYHUQ
SOHGJHG WR FRQYHQH DQ D
1IDWLRQDO 'LDORJXH WR IRU HZz
VREFLDO FRPSDFW SW R

ZDV OHVV D FDOO IRU GHPRF\;} ﬁﬁ%SUHVHQW WKHP

DOG WKH LPSRYHULVK
F‘NDV\V/KEEIQHQ DSSDUHQW

L%%FH

<HDUV RI '"HPRFEUDF\

*DWKHULQJ VSHDNHUV WUDFHG
FRQFHQWUDWLRQ RI SRZHU DQG
SROLFLHV KDG KROORZHG RXW F

HPREUVLE ULIKWY RQ SDSTYEGTVHUY UHIOHFWHG RQ WK
PHDQ OLWWOH ZLWKRX

RUJDQLVHG PRELOLVHG |\_/|VR UHEXLOG GHPRFUDWLF

DEOH WR GHIHQG WKHP
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,Q WKH HDUO\ V WKURXJK DQ HOLWH
SDFW WKH $1& VXEPLWWHG WR WKH
SUHVVXUHV RI JOREDO FDSLWDO DQG WKH
GHPDQGV RI GRPHVWLF ELJ EXVLQHVYV
DEDQGRQLQJ LWV UHGLVWULEXWLYH YLVLRQ
*RYHUQPHQW V RULHQWDWLRQ VKLIWHG
WRZDUGYV DSSHDVLQJ WKH PDUNHW
SULRULWLVLQJ LQYHVWRU FRQILGHQFH
DGYDQFLQJ SULYDWLVDWLRQ HQIRUFLQJ
DXVWHULW\ DQG HPEUDFLQJ HFRQRPLF
OLEHUDOLVDWLRQ 7KLV PHDQW VWHHULQJ
GHPRFUDF\ DZD\ IURP D ERWWRP XS
DSSURDFK DQG KDQGLQJ JU HIMWHPK GROP ASKRVD FDBGIRUD O

WR WKRVH ZKR GRPLQDWH W KEEHFRGREVC DL DIRN0 Do

P HDQLQIIX@ VHIYH DV D WIEXQHIRUSRSX@U
7KLV HPEUDFH RI QHROLEHUDRB®RULVP GLG

PRUH WKDQ GHHSHQ LQHTXDOLW\ DQG
HURGH GHPRFUDF\ LW QDUURZHG RXU
KRULJRQV VWULSSHG DzZD\ R R DO5J0\ WXUOHG WR
LPDJLQDWLRQ DQG ODLG WK I{g géwEFP %HDN |RUQWKH P
IRU WKH FULVLV Rl GHPRELO ﬁ kR PDLOLOI GHWDFKHG |U

VVURRWY RUJDQLVLQJ ,Q W
HW

EDFNERQH RI SRSXODU VWU X ég R¥ppH LOVWHDG IURP 1°
ODUJHO\ FR RSWHG LQWR WK é)LLva ST \?DQG HOLWH UL
EOXQWLQJ WKHLU FDSDFLW\

LOQGHSHQGHQW PRELOLVDWL %ﬁcééx}g\h\%%%gzﬁleFéz\boDvgglﬁ

XS EDUJDLQLQJ 0DQ\ FRPPX
EDVHG PRYHPHQWYV ZHUH DE% g% g&%ﬁv%‘?ﬁz'@'mé?%xm
YW R 09& LWVHOI D

VWUXFWXUHV RI WKH JRYHU GL{Y
8QLWHG 'HPRFUDWLF JURQW & e T YV
’;KS)VWR XVH RXU LQVW
W DV D VXEVWLWXV

EURDG DQWL DSDUWKHLG FR
EXW DV D UHVRXUF

PRELOLVHG PLOOLRQV ZDV
DQG ZH ORVW LQGHSHQGHQ
KHP OLWLJDWLQJ

K

VSDFH IRU PDVV PRELOLVDWI ,
WKH $1& OHHGHG EXW DOVR FRQYHQLQJ
RU RYHPHQWV LQ ZD
6LQFH WKHQ QHROLEHUDO S&@%%‘dﬁ%k%% KHLU%XWRSRP\
VXIIRFDWHG ZRUNHU DQG FLYL
PRYHPHQWY VTXHH]LQJ WKI—-hp'i_
U
1*

FROOHFWLYH VWUXJJOH DQG, %’g% WLF,\?SQ%H%O,;‘;VJJFE
GHHSHU LQWR D FULVLV RI G Elg W FRXOG SXVK
$OUHDG\ ORVLQJ WRXFK ZLW RS IURP EHORZ %
VRFLHW\ LWVHOI XQGHUZHQ 1 vg/ H LI 1*2V FRQWLG
ODVV EDVHG RUJDQLVDWLRQ FULVLV RI GHPR
DVLGH WR PDNH ZD\ IRU SUR b E LW DW WK
LQVWLWXWLRQV VWUXFWXUH[@% B M/ QgPGd_\'%HiFWLFV
GHPDQGV IRU WHFKQRFUDWLE UHS 0

IUDPHVY DQG WKHRULHV RI FKDQJH
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7KLY UHSRUW GRFXPHQWYV D@® MHONERBDRPHOMW RXU FKDOOHC
RXU WLQ\ FRQWULEXWLRQ WR @QGGCIUHWKIDN 6RXWK $IULFD V
WKHVH UHDOLWLHV &RQFUHWUHODENWKIHM-RPH RSHQLQJV IRU ¢
LQFOXGHG D &RQVWLWXWLR @RI KRR XIDWRKHBWRIDQ VLWHV RI
WKDW FORVHG D ORRSKROH WHDPKMXDIQOQQCRZIHG IRU

FDSLWDO WR EX\ PRUH LQIOXHQFH RYHU RXU

SROLWLFV RXU UROH LQ FRQYHQLQJ WKH &LYLO

6RFLHW\ (OHFWRUDO 5HIRUP 3DQHO

WRZDUGV EURDG GHPRFUDWLF UHIRUP DQ®LQKDM -HHQDK
ZRUNVKRSV ZLWK PRYHPHQWY WKDW

H[SORUH WKH GHPRFUDWLF WRROV WR EXE@GXWLYH 'LUHFWR
SHRSOH V SRZHU (DFK RI WKHVH 0\ 9RWH &RXQWYV
LOQWHUYHQWLRQV KLIJKOLJKWY 09& V

PHWKRG WR FRPELQH OHJDO FKDOOHQJHV

FRQYHQLQJ DQG FDPSDLJQLQJ LQ zZD\V

WKDW GHHSHQ GHPRFUDF\ IURP EHORZ

7KH <HDUV RI '"HPRFUDF\ *DWKHULQJ

ZDV D NH\ PRPHQW LQ WKLV ZRUN QRW

MXVW DV D FRPPHPRUDWLRQ EXW DV D UDUH

IRUXP ZKHUH FLYLO VRFLHW\ FRXOG VHOI

UHIOHFW FRQIURQW XQFRPIRUWDEOH WUXWKYV

DERXW RXU GHPRFUDWLF VHWWOHPHQW DQG

LPDJLQH DOWHUQDWLYH IXWXUHYV

(YHQ WKURXJK WKH SHULRG RI
GHPRELOLVDWLRQ WKH SRVVLELOLW\ RI D
PRUH MXVW GHPRFUDWLF IXWXUH FRQWLQXHYV
WR EH LPDJLQHG DQG IRXJKW IRU 7KH
VSDUNV RI GHILDQFH ZH KDYH VHHQ IURP
$EDKODOL EDVHOMRQGROR V JUDVVURRWYV
RUJDQLVLQJ WR (TXDO (GXFDWLRQ V
OHDUQHU OHG LQWHUQDO GHPRFUDF\ DQG LQ
WKH JOREDO VROLGDULW\ WKDW FDUULHG 6RXWK
$IULFD WR 7KH +DJXH UHPLQG XV WKDW
GHPRFUDF\ LV QHYHU ILQLVKHG EXW

DOZD\V FRQWHVWHG DQG WKDW XQOHVV
IRXJKW IRU LW LV DOZD\V DW ULVN RI EHLQJ
ZUHVWHG DZD\

JRU 09& DQRWKHU OHVVRQ RI WKH SDVW

\HDU LV WKDW RXU UROH LV QRW WR VXSSODQW
PRYHPHQWY EXW WR FRQWULEXWH WR
FUHDWLQJ FRQGLWLRQV ZKHUH SHRSOH V
SRZHU FDQ JURZ E\ FKDOOHQJLQJ WKH
LQIOXHQFH RI FDSLWDO LQ SROLWLFV E\
FDPSDLJQLQJ IRU EURDG GHPRFUDWLF

UHIRUPV DQG E\ FRQYHQLQJ VSDFHV

ZKHUH VWUDWHIJLHY FDQ EH WHVWHG DQG
DOOLDQFHV IRUJHG
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" ROWP RXWQ
RUJDQLVH

-RHOAHIP DQ
7KH7U-DVW HOAS PARQ&DP SDLIQ 7$&
VKRZ HG XV MWKRZ SRZ HUXCODQG H I HPAYH LRVMEW HDG
WH G LFXO\Z RUN R SRIMFDORU DQMQY 3
P RELOVDARQ DQG HEXFDWRQ FDQ EH 0 ROH ,Q3RMMFV
6RXWK $MVUGHPRFULV RQ WKH VWDWH RI RXU GHPRFUL

H[SHULHQFHG LQ YDVW®\ GLHUHE® FW@D® RXUVHOYHV D WUXH
‘KLOH DSDUWKBWG® & DITRDIOZKHQ VR PDQ\ RI LWV SURPLVHYV
OLQHV WKH LPSDFW RI ZKLFXQUHD®@LWIHG"

EUXWDOO\ HY M®HERX WKRGDLFD LV

IXUWKHUNVYWWBWAHBOWK FODVW @&H WKH RIWHQ IUDJLOH DC
FRQQHFWLRQV $W WKH RQH RP®wKHWRU\ QDWXUH RI WK
VSHEWUXP DUH SHRSOH ZKR% YEDREFRAMWHQFEH QRZ LV QR

WR WKH EHVW VEKRROV SULI Y@Q/ bwg,ﬁ’gg \\/,HCEJDSQEHRQZ
VDIH DUHDV WR OLYH DQG DFf E G JORESOO\ =
J \&)

SROLWLFDO SRZHU DQG LQI
L RZH D
RWKHU HQG RI WKH VSHFWU % U WEH?U ULUJKV(\DI\(;

ZKR PXVW VWUXJJOH GDLO\ |F6J,FQLFF|,:#T|é/\b & DFWLYH FLWL]HOQ
WKH PRVW EDVLF Rl KXPDQ WIKWY yV&E D FRQWH[W RI H[
DV FOHDQ ZDWHU VDQLWDWHRYHERRRI PRFOWK DQG SRZHU
VDIHW\ KLJKO\ FRQFHQWUDWHG DQG FD(
HQRUPRXV RIWHQ FRUUXSW LQI
$V RI ZH DUH WKH PRVW XJPHTXAD® WKH SXEOLF JRRG %X\
FRXQWU\ LQ WKH ZRUOD® K¥H D/YXKWG VR ORRN WRR IDU LQWR R
*LQL FRHIILFLHQW D PHDVXFERXQWU\ V KLVWRU\ WR ILQG LQ
HFRQRPLF LQHTXDOLW\ DQG ZKiDWWRQ EH GRQH
GLVWULEXWLRQ 2XU &RQVWLWXWLRQ RIWHQ
ODXGHG IRU LWV SURJUHVVLYHAMREPY VDBRIR WKH 7UHDWP
ULJKWV FHQWULF IRFXV UHF$LE|\_/\(}\RQC¥L>D\PLSMLJQ 73& VKRZHG
DQG DQ LOOXVLRQ IRU PLOO BSVSRPt WYRG HITHFWLYH W

IUHH DQG IDLU HOHFWLRQV i ﬁ@"‘hlzﬁltk% RI SROLWLFDO

SUHVV DQG FRXUWV WKDW 'j;)RI-'IE VFPSVFQQW G HGXFDWLR
|

EXW KXJH SRUWLRQV RI RXU/SHR QHG VWUDWHJ

EHG KXQRU\ OLYH LQ FRQVW R9D$FV?/ DQG IRUFF
YLROHQFH ZKDW EHDULQJ G ‘%Mﬁ
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7KH 7$& GLG QRW LQYHQW W BMVDM SR DEHKFDXVH LW LV GLIIL

LW EXLOW RQ SUHYLRXV W U DS3LRMIURIQW RZH/ RDIOMARW VLW EDF

RUJDQLVLQJ DQG FRPPXQLW\WKXHWILRUF HWHR| PRQH\ DQG SRZH

FROQWH[W VKLIWY DQG G\QDPRKW FXWN® UH

EXW ZH KDYH D EOXHSULQW WKDW ZH NQRZ

FDQ ZRUN ‘H PXVW RUJDQLVH PRELOLVH I
HGXFDWH RXUVHOYHV EHFDXVH

1 ZH DUH WR GHHSHQ GHPRFSPEMWIXO DV D FROOHFWLYH

6RXWK $IULFD ZH QHHG WR SURWHFW WKH

SURJUHVV WKDW KDV EHHQ PDGH DV ZH

FRQWLQXH WR VWUXJJOH IRU D PRUH HTXDO

VRFLHW\ RQH LQ ZKLFK ULJKWV DUH WUXO\

FKHULVKHG DQG QRW MXVW XVHG DV

SROLWLFDO VORJDQV :H QHHG WR DGDSW W

PDNH XVH RI WHFKQRORJ\ EH LOQRYDWLYH ‘RHo %uHIPDQ

LQ RXU VWUDWHJIL]LQJ DQG FDPSDLJQLQJ

&KDQJH LV RIWHQ VORZ UHDOLVHG SURMHFW /HDG

SURJUHVVLYHO\ DV ZH OLNH WR VD\ ORQH ,Q SROLWLF

H QHHG WR SURWHFW WKH
SURJUHVVY WKDW KDV EHHQ PDGH
DV ZH FRQWLQXH WR VWUXJJOH

IRU D PRUH HTXDO VRFLHW\
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, P DJLOLQJ
DAWUQDVYHV

%RINDQ\ RO RRVR

BRXWK $ | LLFD V FDVH DWIKH , QWALQDWRQDO SWRWRFW HDG
&RXUAR! -XVIWFHWLI QDG D QHZ GDZ Q RQWH
JAREDOWRI H 3ROWFDG\ WWP V

7TKHUH LV D ORW ZH FDQ GUDKUORPNK® SURMHFW RI GHPRFU|
DQDO\VLV RI WKH FXUUHQW GYROWKIRULFD KDV EHHQ IDU IUR
GHPRFUDFLHY JOREDOO\ DQGHMWMHEW WKH FXUUHQW JOREL
FRQWUDGLFWLRQV OXFK RI BWHMRIWWD VREHULQJ UHDOLVI
KRZ UHVLOLHQW DQG IUDJLO®HERPRPEDFDPQRVEH SHUIRUPHG V
‘H FDQQRW GHQ\ WKH 86% V EHQHILW WKH HOLWH DW WKH HJ

GHPRQVWUDWHG GLVGDLQ IRPYRPRWYDWKDW ULIJKWV FDQ E
IURP IXQGLQJ DQG VXSSRUW G DZD\ LQ zZzD\V WKDW H

V&P hWASH
3DOHVWLQLDQ JHQRFLGH W F\/\FM"& QQ\Q\EQPRELOLVHG
GHPRFUDWLF EDFNVOLGLQJ @ HQJWHKQHGQHLDQT]RQ
WKH FRXQWU\ DV ZHOO DV XV IR R
DVVHUW LWV GRPLQDQFH R\;(h%? %B( c@ﬁ ywSHUVSHFWLYH
WKDW RSSRVH WKHLU VWDQFH 2Q WKH
SRVLWLYH VLGH 6RXWK $1ULAD YWAD\D OW RYKdHPRFUDFY ZL¢
, QWHUQDWLRQDO &RXUW RI gRAWLAH YbyR@DYOWHE RSSRUWXQ
D QHZ GDZQ RQ WKH JOREDOUHWYWH»HHW RQHOHVVRQV OHDUQHG
LQ ZKLFK GHYHORSLQJ GHPRWKBFIKXNWXBBRQ7KH FRUUXSWLRQ
KROG HVWDEOLVKHG RQHV DX¥GRRQUDPGIK W KDWZLQJ LQHTX
WKHLU GHPRFUDWLF OHJLWLPOG\PLMQQRMWO DFFRXQWDELOLW\
DEVROXWH SROLWLFDO HOLWH LV FHQWUDO
FRQYHUVDWLRQ 2YHU WKH \HDU
6RXWK $IULFD V YLROHQW KIQX¥PRIURXXMPHRRALVVLRQV KDYH E
YLYLG LQ SXEOLF PHPRU\ zUWWKPHG WR LQYHVWLIDWH YDULF
\RXWK SRSXODWLRQ PRVW R{QEWKLEDAPKREQRG RU TUDXGXOHQ!
ILUVW LQ RXU IDPLOLHV WR FURZXKQLFQUSRWYWVHQWDWLYHYV
DSDUWKHLG 6RXWK $IULFD f-IE’I-SP'Eg\@(P@L YERoQRWH LV WKDW
DOG FROOHFWLYH H[SHULHQERY VW%%{RPPHQG HOH
HFKR LQ SULYDWH DQG SXEO '%%% G =Pl WIRE DS
W,
7KH\ FROWLOXH WR LPsDFw OLYRECVMTT Y M v
WRGD\
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,Q -XQH WKH &RQFRXUW BGKH QRUMGR]I WKH SDQHO LQFO X
WKH (OHFWRUDO $FW Rl HQJDJLQJ DQG SDUWLFLSDWLQJ
XQFRQVWLWXWLRQDO 7KXV 6RSHWYQHQI SWKRHFHVY GHYHORSLOQ.
GRRU WR FKDQJHV LQ WKH HZRFMWRUD®RVLWLRQ RQ HOHFWR
VIVWHP B6XEVHTXHQWO\ WKH QGHEWRD®KWU GHPRFUDF) DQG
$PHQGPHQW $FW RI FROQWBDRQYHEKMH SURFHVV UHPDLQV L
UHYLHZ FODXVH WKDW KDV OFREQ X ¥ LLIRXW R HAWK/MH
FXUUHQW HOHFWRUDO UHIRUP SURFHVYV

7KH FRQWUDGLFWLRQV ZH ILQG
7DNLQJ LQWR DFFRXQW WKH IDE RV RRRQWERVW RQ XV DV FLY
WKH SHULRG Rl GHPRELOLVDWQB QVEYVZEORMMHFW LV D WHVW
WKH QHZ SROLWLFDO UHDOLWIIRW& WRX JIIKOWG IWMR] DOWHUQDW I
FRQWULEXWH WR WKH SURFHRR/OIOHPWLYH DFWLRQ DQG FRQV
FROODERUDWLYH PDQQHU ,@OWWH BHIWWWHDWHVWOLQJ ZLWK
WKH SROLWLFDO V\VWHPV SURJU@IPPE DQ HYROYLQJ H[FOXV
SULPDU\ IRFXV KDV EHHQ RQSRURDML.FDO ODQGVFDSH 1RQHW
GHPRFUDWLF UHIRUP E\ FRONDIQQRW WIOMIRZ RXUVHOYHV WR
&LYLO 6RFLHW\ (OHFWRUDO FHIWHKP FEQBOHQJHV ZH IDFH LV
'LWK D VKDUHG YLVLRQ RI WRFRRKRBRX WKH OLYHV ORVW W
GHPRFUDF\ HLJKW RUJDQLVEWERQWLRXR®G WR ILJKW IRU W
SDUW Rl WKH SDQHO QDPHOHPRFUDF\ ZH VHHN
(GXFDWLRQ (( $IHVLV $EDKODOL
EDVHOMRQGROR 09& &RXQFLO IRU WKH
$GYDQFHPHQW RI WKH 6RXWK $IULFDQ
&RQVWLWXWLRQ &$6%$& 'HIHQG RXU

'"HPRFUDF\ ,QVWLWXWH RI (OHFWLRQ %RLNBRQRORWR
ODQDIJHPHQW 6HUYLFHV LQ $IULFD

,(06$ DQG =DEDOD]D 3DWKZzZD\V SURMHFW /HDG
, QVWLWXWH SROLWIWMADIDP&

7KH&IMIOSRAHN ( GRVRWDCE HRWP 3DQHD
ILQGV DAMUQDAWYHZ D\ VR FREBAWYH DPARQ
DQG FROMEXWRQ DQ DWMP SWDWZ LHAEQ)
Z M QHZ Z D VR EHQJ LQ DQHYRYQ

H FO(MRQDU SRIMFDODQGWDSH




,O0 DWNLBROHEYV 1IIPUEGHSRKO
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X LABLQI MW
GHP RFUDWF
FDSDFLW

7KH <HDOWR' H° RADA * DMHJUQJ SWRYIGHG

WHVSDFHIRUP RYHP HQW DQG RUI DQVDWRQV\R
UH GPAKRQHAMD RQ Z KDWZ HG BDUQHS DERXW
GHP RADA RYHJWU-H GHFDGHV

3ROLWLFDO IUDJPHQWDWLRQDDGGEUW®J RXW WKHLU LGHDV D
FRQVHTXHQFHVY DUHQ W QHZGHRWQ®RYW RHDQW H[SORULQJ

LW IHOW SDUWLFXODUO\ DF XAVRIQ FHSH M FOXINGIHW KH VWUDWHJL
WRZDUG WKH JHQHUDO HOHFVEOR Q@ RMWOMW AALBRMWUDFW WKHRU\
ULGLQJ D FRQYH\RU EHOW ROUWITA)E-FDO RUJDQLVLQJ WRROV
HYHU\WKLQJ VKLIWLQJ EHQH'[bWIE'—RQ("UGIﬁﬁW PRYHPHQWY FRXC
7KLV ZDV PHDQW WR EH D G ifdz's'f% HPDQGV RI FRDOLWLRQ DJ
HOHFWLRQ EHFDXVH 6RXWK F@U EXLOGLQJ LQVWUXPHG

GHPRFUDF\ ZDV WXUQLQJ 'Ei/\?l EgggéD\}-v‘\’/\’l‘j&fHWR VHH 2
PRVW SRVW FRORQLDO RU s

LQGHSHQGHQFH VWDWHV W H
@Q/%ﬁ(}%% EPLHBL0s RXW WKH

FDOOHG ZDWHUVKHG PRPHQ V RI SHRSOH ZH GHELG H

URPDQWLF DQG SROLWLFDOQpklh) X! RQ D VHFWRUDO FROODI
PRPHQW ZDV XQIROGLQJ QRVVVB@\Q\VQD\Q XV FROODERUDWLQJ :
JOREDO HOLWHYV UHFRQILJXL{@QF\MM@\QHQA)(K-H/%DVLF QFRPH
WKURXJK YLROHQFH EXW DORQIVILWGHRBDOMBUS,'& DQG RWKH U
HOHFWLRQV LQ RWKHU ELJ GHIPRHFEORSE WIKH 3HRSOH V $QDO\V
ZRUOGZLGH ODQLIHVWRYV 3$0

$00 WKLV H[FLWHPHQW LQ W3${) BDV PERXVWKWQVXULQJ WKDW
QHZ DQG LQWHUHVWLQJ GHYGORBREY WV $HRSOH DUH QRW O
BRXWK $IULFD V SROLWLFDOV3IPQBYEDZPHY HMvR1 SURPLVHV PD
0\ 9RWH &RXQWV ZH NQHZ WKRQLMNWGEOARSPUWLHY WKDW RIW
LW GHHSO\ )RU 'HPRFUDF\ IURP %HORZ

LW EHFDPH FULWLFDO WR WK RRWZzFRPSDULQJ ZKDW

GHHSHQ GHPRFUDF\ DWDWL é§ 5GL\%,LWK ZKDW PRYHPHQ\

YV IRUPDWLRQV KDYH GH
IHHOV VR IDU UHPRYHG IURP GHV QRZ LW ZDV DERX

. KDW SHRSOH FDQ XVH
‘H IRFXVHG RQ WDNLQJ WKH SROLWLEDO SDUWLHYV

GHPRFUDF\ WR SHRSOH DQG I'KQ—I‘{ WDNH SRZHU
VSDFH IRU SHRSOH WR JUDSSOH WRJHWKHU
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7KH SURFHVV LGHQWLILHG VZKNH\ EHPDQ®Y 'HPRFUDF\ *DWK
WKDW PRYHPHQWY KDYH EHHZDM FRWEQDO LQ GHHSHQLQJ DO
IRU -REV IRU $00 WKURXJK JWYSWROWPLHEHE DWKH VSDFH IRU PF
HPSOR\HU Rl ODVW UHVRUW BQ@G YRHIU\DINQ WIRMWLNEDS EDFN IURF
,QFRPH *UDQW (TXDO 4XDOLWKH HOHFWLRQ IUHQ]\ DQG UHIC
(GXFDWLRQ HQGLQJ JHQGHUREDXYKBW ZH G OHDUQHG DERXW
YLROHQFH DQG IHPLFLGH /DQBPRFG®DF\ RYHU WKUHH GHFDG
+RXVLQJ IRU $O00 DQG HQGLOQBSRUWDQWO\ LW DOORZHG XV
ORDGVKHGGLQJ WKURXJK SXBM®RUMWKHU DERXW WKH WRROV I
UHQHZDEOH HQHUJ\ DSSURDFKHV ZH G QHHG JRLQJ |
QRW MXVW WR QDYLJDWH WKLV
7KHVH ZHUHQ W QHZ GHPDQGSRBRPWUWEFDPIPRPHQW EXW WR Si
IURP WKH HOHFWLRQ F\FOH EWK8GUHSUWMVGD®HPRFUDWLF F
WKH FRQVLVWHQW RUJDQL]LEHGREZ RZWMMLRWKHUYV
WKDW FRPPXQLWLHV KDYH EHHQ
DGYDQFLQJ IRU \HDUV QRZ FU\WWDOOL]HG
DV EHQFKPDUNV DJDLQVW ZKLFK SDUW\
SURPLVHVY DQG HYHQWXDO JRYHUQDQFH -HDPRJHWVZH
FRXOG EH PHDVXUHG 6HLSDWR

SURMHFW /HDG
&DPSDLJQV

7KH HDUV RI '"DFFREDWKHULQJ
>SURYLGHG VSDFH WR@ VWHS EDFN IURP
WKH HOHFWLRQ IUHQ]\ DQG UHIOHFW KRQHVWO\

RQ ZKDW ZH G OHDUQHG DERXW ( )
G H P RIFR) SHXUQWRP DS »




,O0 DWNLBROHEYV 1IIPUEGHSRKO
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'QGHIHQFHRI
FLYLOVRFLHW

( QKD . XQHQH

7KIVMO. \ RXVWIXCRXWMEK DV WWHESRWMMDCRI 3LRMFW HDG
SDQAQI SRAMFDOVSDRHY DQG GHHBHILQJ
:-L[J—I—G?P DQG ALIQW e SDUAMASDWRU ' HP RALDR

5HDGLQJ OLQKDM V OHWWHUUHZRW VEBM\OHX FRIURIHVVLRQDO DQ
E\ WKH VZHHS RI WKH SROLWLEWWDNY. PDEOH LQVWLWXWLRQ D
WKH ZHLJKW RI KLVWRU\ SUHHWRIQUHEREZYHRQRWHUHVWYV RI VR
WKLY PRPHQW DQG WKH FDX® YRQRW. VIQWDEDQGRQPHQW RU
VRFLHW\ WR FRQIURQW WKH EWWNYPDPFRHPHQW RI PRYHPHQW S|
GHPRELOLVDWLRQ DQG QHRCZDEHD B FRY@HWYRQ WKDW

RI VXEMXJDWLRQ 7KDW YDQ@VLbFﬁ'l-HEéWt @POLEVDWLRQ GRQH

QHFHVVDU\ %XW ZKDW , KDY} R¥BEXHEIYH PRELOLVDWLRQ Ul
PRVW LQ ZRUNLQJ ZLWK OLQKBIQQ_'%ZKLRVX REW

FRQQHFWV WKDW ODUJH SLF VBWLRQ LV D ZLOOLOIC
RUJDQLVDWLRQ V GD\ WR GDZA‘gil| RUJDQLVDWLRQDO So

_ Dge FROWLOXRXVO\ UHLPDJLQH
KHQ , ILUVW MRLQHG 09& , ¢g& Bf\PYhy| IDWHG DYRLGLQJ E

RI LWV VWURQJ OLWLIDWLRQQUWDH b R 8KPRZ LpSDFW DF
VWRRG RXW IRU PH ZDV WKHURL/MNHPH \KDLQQQ/WLWXWH RU D GH
HDUQHVW VHOI UHIOHFWLROQREMUIDWKHIRIAY FRQVXOWDQF\ IRU
OLQKDM DUWLFXODWHG KLV PREVUWRQWYYHW KDV LQVLVWHG
SROLWLFDO YLVLRQ IRU D P R HVXENVNNDQMPLDFRUDF\ PHDQV P
'HPRFUDF\ DQG WKH RUJDQLWXWIQR®OWD\LQJ ZDWFKGRJ RYHU |
QHHG IRU VHOI UHIOHFWLRQUHIGE RIMWRRQJIDQG HQMR\LQJ GHF
WUDQVIRUPDWLRQ WR DGYD@RNWWWHEBEQ XPARHUH WKDQ SHULRGIH
:KLOVW LW LV WUXH WKDW F$VU WDQQDHRWR@®IQRMH LQ RXU ILUY
SHUVRQDOLWLHY DQG ODYLWXRK PQIGEEVLIRQ IRUPDO HOHFW
OHDGHUV WKH %UDDPIRQWHLWVHSILEHRBEHOLVLQJ

HDUQHG WKH SRRU UHSXWDWLRQ RI

FDQQLEDOLVLQJ RU FRORQLVLQJ ZKDW zu

RIWHQ FDOO FLYLO VRFLHW\ 0
09& V RZQ GHYHORSPHQW RQ {%%LH Lb?\i?\g)g/\\LNléaRwa&ng%H

VXUYLYHG WKH SUHFDULRXVQHVV LW RXW
QHEXORXV FDPSDLJQ DQG JURZQ LQWR D
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,QVWHDG 09& KDV SRVLWLR@NGWHM . RXV HPSOR\HU D SULYI
HQWUHQFKHG LWVHOVPARLD CEBRRD\ HIUGHKR UHSUHVHQWYV
MXVWLFH RUJDQMNWOWHEBQQ GLVHQIUDQFKLVHG FRPPXQLWLH
FRQYHQLQJ VWUHQJWKHQLQWUDQGLQJ DQG LQWURGXFWLRQ
OHDUQLQJ IURP PRYHPHQWVY ODZ ILUPV WKDW ZHUH FORVHO\
7KLV VKLIW KDV EHHQ YLVLE@HH @ RRZHDIBHUVKLS WKH 2UJD
KDV HQJDJHG EH\RQG LWV RZQERMXRMBIGEWKH GHIHQFH RI SR
VXSSRUWLQJ SDUWQHUV UHBHUWHFXERR®RU2Q D ORQJ GULY
FDSWXUH DQG IXUWKHULQJ WKBGLIQRUWXRWRVKRS DW $0&8 \
JLYH SROLWLFDO PHDQLQJ DQRQIUBNWLKBOUHFDOOHG WR PH
VXEVWDQFH WR WKH JRDOV SUKRDQHVKLYMW RI JULHI
DFWLYLVWV PXVW ILJKW IRU

: HZ HH SGRW R XV SDUARI DZ RINHW

,Q D \HDU GHILQHG E\ YRODW LS e B St

UHFRQILIXUDWLRQ RI SROLW L ER&oRRGNE 7KHQ HPRAROVFDP H
09& KDV EHHQ D VPDOO EXW VW HEHBXOGmRIGHE XS SHRSGIIRW

Rl FLYLF DFWLRQ GUDZLQJ O \ DEMIBY DB RAWQWEQWD
VWUXJJOHV HOVHZKHUH zmoﬂ% SW&GWHPL“N
LWVHOI LQ WKH QHHGV RI PRYHPH Q
KRPH 5RRWHG LQ D UHFRJQLWLRQ WKDW
GHPRFUDF\ FDQQRW EH GHIHX®MHRBO\ZHQFDOO FLYLO VRFL}
3DUOLDPHQW RU WKH FRXUWNV BXOWR\OMMKPSRVVLEOH WR MRL
IUDJLOH VSDFHV ZKHUH RUJDEHRMBELIORYVWWLRQ $V D \RXQJ S
PRYHPHQWY DQG FRPPXQLWEKR WHYMIR ZDQWHG WR ZRUN LC
DFW WRJHWKHU QHROLEHUDO FDSLWDOLVW SUL)
GHVWUR\HG P\ KRPH DQG WKH O
, ZDV WKXV VXUSULVHG E\ OLRKIDWLMO\ DQG KDG QR WLHV WR
IUDPLQJ Rl WKH SURIHVVLRQDROLNDQRIR@QWRWKDW FDQQLEDOL
FLYLO VRFLHW\ DV D FKDUDFWKKQVAMHFDBLWDWHG SROLWLFD
GHPRELOLVDWLRQ 7KDW LV RDOMREROQMBHQWKLOH FULSSOLQ.
ZLWK ZKDW , KDYH VHHQ KLVFDBOEFWWKEWRQGROYH VRFLHW\ V
SUDFWLFH WR EH ,W V DOVRREQ IIRAWWBREBBGO®V , KDYH RIW
DFFRXQW D OHDI LQ WKH VWRUP B6RXWK $
PDVVLYH GHILFLW RI KXPDQ ULJ
'KHQ ZH LPDJLQH WKH SHDN BHFH@G®IUV DQG FLYLO VRFLHW\
VRFLHW\ ZH PRGHO RXU 1RUWIKE YQ®MQBW WKHAHDQLQJIXO SUR
8') PRYHPHQW 7KDW ZDV UHSOBWFLWI\VWRK WHFKQLFDO SURIL
SURIHVVLRQDO VHUYLFHV VXSSRUWLQJ PDVV
SROLWLFV LQ D PRGHO WKDW LV LQ WKHM
SUHVHQW GD\ PRVW FORVHO\ RU SHUKDSV
VROHO\ DSSUR[LPDWHG E\ WKKH&TKXDOEHHQ D VPDOO EXW VW
(GXFDWLRQ PRYHPHQW %XW LRY ZEDWLP ®OVRILRQ OGWVRQV IUR
EXIITHUHG E\ DQ HOLWH FDGUHVRMUXHYOWW DHORHH ZKHUH ZKLOH
ZRUNLQJ XQGHUJURXQG LQ H[L®NHWIILQ WKH QHHGV RI PRY
IXQGHG SURIHVVLRQDO VHUYLFH KRPH
RUJDQLVDWLRQV DQG WKH ODERXU
PRYHPHQW
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, ZDV ZLOOLQJ WR VKHOYH P\ SURIHVVLRQ

DQG XSURRW P\ OLIH ZKHQ , JRW WKH
RSSRUWXQLW\ WR ZRUN ZLWK 09&
7KURXJKRXW WKH \HDU SHRSOH DUH DOZD\V

VKRFNHG WR KHDU WKH WRWDO VWDII

FRQWLQJHQW LV OHVV WKDQ SHRSOH GXH

WR LWV RXWVL]HG IRRWSULQW LQ DGYDQFLQJ D
SURJUHVVLYH FDXVH :KHQ DOO \RX KDYH

LV DQ HGXFDWLRQ O\ 9RWH &RXQWV LV RQOH

Rl WKH YHU\ IHZ SODFHV \RX FDQ HDUQ DQ

KRQHVW OLYLQJ DQG KRSH WR PDNH D

SRVLWLYH GLIIHUHQFH LQ WUDQVIRU PO JPD 7Me 1 DARQDOER
\RXQJ 6RXWK $IULFD EHFDXVH WKLV WEQWRJIRIWH/ DQGSFFHNV
\RXWKDH)RXMHLWPGM/EHHQFUDHW@@WW“WWgwgmwMg
UREXVWO\ DQG FDSDFLWDWHG FDUHIX . T
EH DQ LQVWUXPHQW ZLWK WKH SRWHQWLDO RI
H[SDQGLQJ SROLWLFDO VSDFHV DQG

GHHSHQLQJ IUHHGRP DQG GLJQLW\ ,W ZDV

DQ KRQRXU WR EH SDUW RI WKLV LPSRUWDQW

ZRUN WKLV SDVW \HDU

(OLVKDPQHQH

SURMHFW /HDG
SDUWLFLSDWRU\
'"HP R AU\
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" HP RFUDR $ 1WAV
/| LEHUDWRQ $
5 HFNRQLQJ DWT KLUW

' HP RALDA EHDP HVRP HKLQJ WDWZ DV

DGP LQMM_HG QRAEXLOV3 HRS®IZ HH VR WHU

YRIFHVP DMAHG EXVRQD Z LWKLQ FAKDQOHY WKDW
LOVX@WG GHAMRQ P DNLQJ 1LRP GMUXSVRQ

$W D ODQGPDUN JDWKHULQJ JORWWHG EWKRHULQJ V SOHQDULH

9RWH &RXQWV DFWLYLVWV EBKRODEZW\ DAGVLRQV ZKDW HP

RUJDQLVHUV FRQIURQWHG WEKBVEDRNKHDQYHG VHQVH WKDW WK

SURPLVHV RI SRVW DSDUWKHLSDGMWKRHAWBEDEHPRFUDWLF PRGH(

DQG FRQVLGHUHG KRZ SRZHHY[RBXKWN& LQXHOI QRW EHFDX)

EH UHFODLPHG IURP EHORZ SHRSOH KDG IDLOHG GHPRFUDF\
EHFDXVH GHPRFUDF\ KDG IDLOH

,Q 2FWREHU MXVW PRQW WK I IS\HRS O H

6RXWK $IULFD V ZDWHUVKHG QDWLRQDO

HOHFWLRQV RYHU D KXQGUHG D F WAHHRBANZ HHIUH ROH

WUDGH XQLRQLVWY DFDGHP L F \SDUFHERQWOG %XVZ HGRQWHMR

RUJDQLVHUV JDWKHUHG DW &R QVW L WRHNIORY

+LOO LQ -RKDQQHVEXUJ WR PDUN D

GLIILFXOW PLOHVWROH WKLUKRRWHIBITN RQJI RIF SRZHUOHVVQH

GHPRFUDF\ +RVWHG E\ 0\ 9R\FY RARXIWHHGCGRP UDQ OLNH D FX

WKH WKUHH GD\ HYHQW zDV YEWRFXJK WKH JDWKHULQJ V GLV

FHOHEUDWLRQ ,W zDV D UHRNRQHEYO \HDUV BRXWK $IULFL
GHPRFUDF\ ZDV GHILQHG E\ WKH

JRU PDO\ LO WKH URRP WkH Y\PEROLF JUDQGHXU RI WK H

HOHFWLRQV WKH ILUVW LQ zRIPERKR WUDQVLWLRQ WKH XC
$IULFDQ 1DWLRQDO &RQJIUHVN PRIFdLEHy AVKH KRSH RI FRQVW
VHFXUH D PDMRULW\ GLG QRWWYHE iy HoyW pVKH DVVXPSWLR

UHQHZDO RI GHPRFUDWLF OLYROEMEFP O ULJKWV ZRXOG RUJI
GHHSHQLQJ RI LWV FuLvLV PURERETW HSRQRPLF DQG VRFLDC

IRUPHG *RYHUQPHQW RI 1Dw M EQdf'EfBLWV\P\WLRQ URLEN©OY SUR

EURNHUHG EHWZHHQ WKH $1&"0osUwNiFW RI GHPRFUDF\ ZD\

'"HPRFUDWLF $OOLDQFH ZDV e 2V IRWE QD A LW [P

VHYHUDO SDUWLFLSDQWV DV"IIF W gRYHUQDQFH )i

HOLWHV IRUPHG ZLWKRXW DVER¥ PRGSO KHOG % XW WKLUW

PDQGDWH DQG MXVWLILHG LEWV\)-Q/HFC%#FDAJ RYKDW GHPRFUDF}
BORRKHGC RXW

QDWLRQDO VWDELOLW)\ DQG
FRQILGHQFH
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7KDW KROORZLQJ ZDV QRW DFKHRWVIWRIOWEYYV PRGHO KDV EH
VHYHUDO VSHDNHUV QRWHG UWKHQWUBQRBWRERD ORFDOLVH
WR GHPRFUDF\ LQ 6RXWK $IUDKRIVKRWLWDULDQLVP GHHSHQLC
VKDSHG E\' D SDVVLYH UHYROGWICRHFWLRQV DQG SXEOLF LQV
FRQFHSW GUDZQ IURP *UDPVBRQBQWKH VWHDG\ HURVLRQ RI FI
WKHRU\ GHVFULELQJ D SURFIHDJEQDZWLRK $FURVV WKH FRX
UXOLQJ HOLWHYV DEVRUE GLVSHIRID HZLDMKR KWK DXVWHG E\ H[FC
DOWHULQJ WKH IXQGDPHQWDE XKWQXHFWXEMHERRNHQ SURPLVH
SRZHU ,Q WKH 6RXWK $I1ULFI® RKDR/MIHWKENOLHYH GHPRFUDF
PHDQW WKH LQFRUSRUDWLR@ ROMYUHUGBIQ\WKLQJ DW DOO
XQLRQV LQWR VWDWH VWUXFWXUHV WKH
SURIHVVLRQDOLVDWLRQ RI F$®GO\WWFMWKD\WDBQFEHOLHI LV L
WKH GHPRELOLVDWLRQ RI SRSXO®IDWLFDO IDFW ,W PXVW EH X
PRYHPHQWY 'HPRFUDF\ EHFDPRW DV DSDWK\ EXW DV WKH SL
VRPHWKLQJ WKDW ZDV DGPLYLVWHR X DQRWDY URXWLQHO\ |
EXLOW 3HRSOH ZHUH WROG WKXMH ENBWAEKYSDWLRQ PHDQLQJ
PDWWHUHG EXW RQO\ ZLWKISDBMDLEGRHMDYW SXW LW GXULQJ )
WKDW LQVXODWHG GHFLVLRQ:ADNRWH IBRW ZH YDQLVK
GLVUXSWLRQ
0\ 9RWH &RXQWV LQ FRQYHQLQ.
7KLV GHPRFUDWLF FULVLV KBEWEWWH®I| '"HPRFUDF\ *DWKHULQJ
GHHSHQHG E\ WKH HFRQRPLFDRRGWR SURYLGH DQVZHUV ,QV\
DGRSWHG LQ WKH SRVW DSDRBWXBQGYOMLIRRGFUHDWHG VSDFt
BRXWK $IULFD V UXOLQJ EORBHAIIORVFM/LRQ RQ KRZ GHPRFUDF\
OLEHUDOLVDWLRQ GHUHJXOPMHR® FRDYB/UXFWHG LQ SRVW D
DXVWHULW\ 7KHVH ZHUH QRWRIXWKY EWREOHDQG KRZ LW PLJ¥
SROLF\ FKRLFHV %XW WKH\ GHE WBIMWP MK H7KH IUDPLQJ ZDV Fi
WHUPV IRU D VRFELHW\ LQ ZKIGRKPREHDXDQVW)ARW VLPSO\ D VH
ZDV QRUPDOLVHG SRYHUW\ BDFLOOWYWEWLRQV ,W LV D TXhH
DQG SXEOLF SDUWLFLSDWLRQRZHIUILXROKREGY LW" :KR FDQ
,Q WKH GHFDGHV VLQFH WKH WHKWRDLY ROGRYHG WR VKDSH
VREFLHW\ KDV EHFRPH IUDJPH®MFHLE LIRS WKDW VKDSH WKHLU
GRQRU GULYHQ ZKLOH GHPRFUDWLF
LQVWLWXWLRQV KDYH JURZQ, G WKW QW FHWH/QRQV WKDW IRO
LQGLIIHUHQW WR WKH SHRSGRPWRIQ\ FIOIDDAL Q' RPHUJHG GHP
UHSUHVHQW PXVW EH UHEXLOW IURP EHORZ
FHQWUDO WR 09& V WKHRU\ RI F
LQVLVWY WKDW PHDQLQJIXO GH
FDQQRW EH KDQGHG GRZQ IURP
'HPRMWF\ LQ 6RXWK $IULFDSDIFWV RU FRXUWURRPV ,W PXV
VKDSH® ESDVVLYH UHYROXWHR® WKDRXJK VWUXJJOH WKUTI
SURFHVZKEFK UXOLQJ HOLWRVYJDEMRODEBVLRQ DQG WKURXJK F
GLVVHQW ZLWKRXW DOWBBWQR@ KW PHDQV VHHLQJ WKH
IXQGDPHQWDO VWUXFWXUID RLGREZHDFEW EXW DV D WDFWLE
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W PHDQV WUHDWLQJ WUDQVB3RHIQQWHUSXED WKDW IROORZV E
ILQDQFLQJ DQG SROLWLFDO VDKB WXEDDELHOQIWH ,Q FRQYHUVI
QRW DV WHFKQLFDO UHIRUPW\ BRWBD\&KRXWWY RULHGPDQ UHI
SROLWLFDO FRQWHVWDWLRQWKM FRR@WDGLFWLRQV RI WKH
UHVLVWLQJ WKH QDUURZLQJ\RHVEWORPURQWLFVKH GDQJHUV RI
LPDJLQDWLRQ WR ZKDW LV SBROMMDIEEFOH WWRG WKH SRVVLELOL
PDUNHWY RU GLJHVWLEOH WRHFFODRPYQ$Q@EHPRFUDF\ IURP Et
PHDQV URRWLQJ SROLWLFDOVSHDAWLWR MKWKBS EHWZHHQ |
OLYHG UHDOLWLHV RI ZRUN L QUHFGRWPYDIEGVXEVWDQWLYH SR
PDUJLQDOLVHG FRPPXQLWLHWRRMH QUIJHQW QHHG WR UHVW
DEVWUDFWLRQV DERXW JRY HIRQDLQFIHEFDO OLIH HVSHFLDOO\ L
ZKHQ WKH YHU\ LGHD RI GHPRFU
2QH Rl WKH PRVW SRZHUIXO XQGHU WKUHDW
FRQWULEXWLRQV WR WKH JDWKHULQJ FDPH
IURP 3URIHVVRU 6WHYHQ )UL$NGBRRWR $IULFD HQWHUV LWV |
YHWHUDQ SROLWLFDO DQDO\®WPRKR XD VFORMEIDGH WKHUH D
ZDUQHG DJDLQVW PLVWDNLQJIXIDQMVDWHHYL FREBIOFULVLY LV UH
VWDELOLW\ IRU GHPRFUDW L PAKIHVEIDIMAL WR URU UHLQYHQWLR
GHFDGHV )ULHGPDQ KDV ZULWWHQY BDDHBYW WKDW WKH RO
WKH JUDLQ Rl HOLWH FRQVHGMRWUH ¥ DOQWRWI KROG :KDW FF
WKDW 6RXWK $IULFDQ GHPRFIMVPWUBPDLQE®HFLGHG 7KDW V :
VKDOORZ SUHFLVHO\ EHFD X VWHRWKHWI XE@EPRYHPHQWY OLNH
KDV VR OLWWOH SRZHU WR VEKDB\W DWW, QRW WR GHIHQG GHF
SDQHO WDWWYH®BI WKH 7RROV IWR EKMSW® GHPDQG GHPRFUDF\
'HPRFUDRH FKDOOHQJHG WKNKRXOG EH
DXGLHQFH WR WKLQN EH\RQG
SURFHGXUDOLVP DQG DVNHG ZKDW LW

ZRXOG WDNH WR EXLOG D GHPRFUDF\ LOOLDP 6KRNL
GHILQHG E\ SDUWLFLSDWLRQ UDWKHU WKDQ
SHUIRUPDQFH (GLWRU

$IULFD LV D &RXQV

&LYLO VRFLHW\ PXVW DFW QRW WR
GHIHQG GHP\RFVY LW LV EXW
WR GHPDQG DN RERFUW

VKRXOG EH
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SKRWRV IURP WKWV RIKDFREDWKHULQJ KHOG LQ 2FWREH
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09& SKRWRV PDUNLQJ RFFDVLRQV RYHU WKH \HD







6HFWLRQ _ OHHW WKH 7HDP

0\ 9RW &RXQOW
\WDP

OLQKDM -HHQDK

([HEXWLYH 'LUHFWRU

-RHO % UHJPDQ

SURMHFW /HDG
ORQH\ LQ 3ROLWLFV

1RVLSKHOR ODKROD

JLQDQFH
2SHMWLRQV 2I1ILFHU

IDXUHQ *LOGHQKX\V

5HVHDUFK
&DPSDLJQV ,QWHUQ

%RLNBRQRORWR

SURMHFW /HDG
SROLWIWWADIOP&

.HDPRJHWVZH 6HLSDW

&DPSDLJQ /HDG
'"HPRFUDF\ IURP %HOR

$DULIDK +XQWHU

SURMHFW
$GPLQLVWUDWR

(OLVKPQHQH

SURMHFW /HDG
SDUWLFLSDWRU
'"HPRFUDF\
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0\ 9RW &RXQOW
ERDUG

$PDQGD 5LQTXHVW =XNLVZD .RWD ‘U 7TUHYRU 1JZDQH

.KD\D 6LWKROH 7\URQQH OF&ULQGOH'U .XGUDW 9LUN

B3URI +DOWRQ &KHDGOH)DWLPD +DVVDQ
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7RZ DUGV
3HRSQH V .
' HP RFUDR\ R BIQWHP TP LONWDIT

:KDW GRHV LW PHDQ WR GHHWBKIRRUWDJIHYV KRXVLQJ HYLFWLRQ
GHPRFUDF\ LQ D SROLWLFDOLQ\WWWMWUXFWXUH DQG VWDWH
GHVLIJQHG WR FRQWDLQ LW" 2N (BORRIAHDPPH GLG QRW WUHD\V
EHOLHYH WKH DQVZHU PXVWVHSDHUDWWRHP GRPDLQV W VDZ WK
EHORZ 1RW IURP SDUW\ PDQRROQWVWRWHR&® ,W WUHDWHG HOHF
SDUOLDPHQWDU\ SHUIRUPDQFRFHE@WW IFRPPXQLW\ VWUXJJOF
WKH FROOHFWLYH DFWLRQ R$IXSHRFOHGCKHOWHLRQ DV SDUW R
GDLO\ OLYHV DUH VKDSHG E\SDRAHINWHR WKBPYWHWPHQW FRQYHUJ
LIQRUHYV WKHP GHPRFUDWLF UHQHZDO

! 0]

7KH '"HPRFUDF\ JURP %HORZ Hl':’ NP REUDEL SR LG

ZRUNVWUHDP LV 09& V PRVW. .
R ZH £FXLOG IURP KHUH

UHVSRQVH WR WKH GHPRFUDWLF HOLV A

RXU WLPH ,W FRQIURQWY WKH ZLGHQLQJ JDS

EHWZHHQ SRSXODU DVSLUDWRRYFWEHREHU 09& FR FRQYHQ

LQVWLWXWLRQDO UHVSRQVLYHGHWN Ry '"HPRFUDF\ *DWKHUL(

FKDOOHQJHV WKH VFULSW HGPXOMYD@V\ FIROLWLFDO IRUXP L

YRWLQJ DQG FRQVXOWDWLRQREBGQANVBXYNY WKDW EURXJKW

:KDW ZRXOG LW WDNH WR EXPOWLWHY®HYV UHVHDUFKHUV WUI

SROLWLFDO SRZHU QRW HYHGBRPP¥RWHOUWRUIDQLVHUV DQG

EXW HYHU\ GD\" SURJUHVVLYH IDLWK EDVHG DFW
SOHQDULHVY EUHDNDZD\ VHVVLR
,Q WKLV ZRUN EHFDPH PRIUH QUAHBGWXFXVHV SDUWLFLSD

DQG PRUH DPELWLRXV )ROORZHYW@WRE ZLWK D KDUG WUXWK
JHQHUDO HOHFWLRQV DQEHPRK WRWHFRY\WWHP LV LQ GHF

*RYHUQPHQW RI 1DWLRQDO 8M WRW\gdiW GHDG :KDW ZH GR (

IRUPDO SROLWLFV LQFUHDVLWYKDSHEKKDMFIRPHY QH[W

JDPH RI HOLWH PXVLFDO FKDLUV

OHDQZKLOH SHRSOH RQ WKH JURXQG

FRQWLQXHG WR RUJDQLVH DJDLQVW ZDWHU




,O0 DWNLBROHEYV 1IIPUEGHSRKO
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2QH Rl WKH JDWKHULQJ V PRY¥@HNH\ LQWHUYHQWLRQ ZDV RXL
FRQVHTXHQWLDO PRPHQWYV FDPMHOMLQLY RI 3ROLWLFDO 3DUW\
FORVHG GRRU ORYHPHQW &DXRKWK ZURNH GRZQ WKH PDMRU
YDULRXV FLYLF IRUPDWLRQV SROQEE HODWHBUPY DQG UHYHDC
RQ WKH VWDWH RI SRSXODU RUCEQEWDWLMSHFLDOO\ DURXQG
3DUWLFLSDQWY VXUIDFHG IUMXWWDRMH RIMQGHU EDVHG YLROF
DURXQG 1*2 FDSWXUH VLORMA@DQVYRWDRYQ DQG SDUWLFLSDYV
DQG HOHFWRUDO RSSRUWXQURR HYIQW Q¥KH UK LY HIITRUW KHO S
ZDV DOVR D VKDUHG FODULWSROHRIGHVBIUMKH DFW RI YRWLGC
RUJDQLVLQJ MXVW QRW DOZDWHXDK EHLMPKHDVNHG WR FKRRV
EDQQHU RI FLYLO VRFLHW\ $QG ZKDW LVQ W HYHQ RQ WKH

QO WKH OHDG XS WR WKH HOHFW
7KLV SROLWLFDO FODULW\ VKRS WG GVKE I RUR®PQGZRUNVKRSYV :
IRU 09& V VWUDWHJ\ 5DWKHILRX\WD QUDVVURRWY DQG KRX
FKDVLQJ VHDWY RU VORJDQVPRHHBRREO/HGQFOXGLQJ $EDKOI
GRZQ RQ WKH VORZ FDUHIXCEEZRHOMRQGROR $%0 DQG &DSH
SROLWLFLVLQJ GHPRFUDF\ | EFDPVHB GRRZXVIVQJ MXVWLFH RUJDC
RQH FDXFXV SDUWLFLSDQW SPKWMVWJIDMWKHULQJY GLGQ W DVN
FDQ W MXVW GHPDQG DFFRXYWREOGLXH YRWH IRU" EXW UDMW
KDYH WR EXLOG D EDVH WKD®RFDI HIQRUFEKDW OHYHUDJH GI
LW KDYH" $QG KRZ GR ZH PDNH WKH
VHUYH RXU VWUXJJOH QRW WKF
DURXQG"
7DFWLFDO 9RWLQJ 1DPLQJ WKH FKRLFHYV
ZH UH JLYHQ 1RZKHUH ZDV WKLV DSSURDFK F
WKDQ LQ WKH SXEOLF VWDQFH V

09& HQWHUHG WKH HOHFWPRQ RIPOQHPWLRQDOO\ GLVFEXVYV

QRW WR HQGRUVH SDUWLHV LEXM Wi R W RIR QMWKH PRYHPHQ\
WKH OLPLWV RI ZKDW ZDV R(gﬁ QRGYV DQG FKDOOHQJHG SRC
=3k

P Q)
7KURXJK RXU 3HRSOH V &ROQ %VZSH"
SURFHVV SRSXODU HGXFDWLHR PNV REBERXVOY ,Q UHVSRC
DQG WKH SURGXFWLRQ RI YRR KWJ D WDFWLFDO YRWH
PDWHULDOV ZH ZRUNHG WR WQeRAY QW EXW D FDOFXOD
WHUUDLQ RI HOHFWRUDO HQWRJHPMBRFW UHFRIQLWLRQ VKL
DQG UHDVVHUW WKH GHPDQGV F
09& VWRRG LQ VROLGDULW\ ZLW
GHFLVLRQ ,Q DQ RS HG IRU WKF
*XDUGLDQ RXU H[HFXWLYH GLUHI

DUIJXHG WKDW WDFWLFDO YRWL(

_ DSDWK\ LW V GHPRFUDWLF LPDJ
: H DUH QRW YRWLQH ZLWK YRBIDPFHY HOHFWLRQV DV VLWH?

YRWLQJ ZLWK DQJHU DQG RYRMRL¥YBWERKROFH $V $%0 SXW L
QRW YRWLQJ ZLWK KRSH :H DUF
$EDKODOL EDVHOMRQGRQ® K DQJHU DQG RUJDQLVDWLR

V WR UHVSRQG 2QO0O\ WK
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7KLV DSSURDFK XQGHUSLQQRG YDFOMLRXWZLWKRXW FRQVHTXHC

YRWHU IDFLQJ ZRUN LQ 2AXKH\ DOVR VSRNH Rl VROLGDUL

3HRSOH V $QDO\VLV RI 3ROLWUBDQ LW\ DQG WKH GHVLUH )

ODQLIHVWRY ODLG EDUH WKH/RKHYRHYY RHWWH U

SDUW\ SODWIRUPV 2XU 'HPRFUDF\

'LDORJXHV VXUIDFHG QHZ SRTHMWWMH BQDORJXHV ZHUH QRW VL

WDFWLFV PRPHQWYV RI YHQWLQJ RU FULWL
VHHGHG FDPSDLJQV EXLOW UHC

7KLV DQDO\VLV LQIRUPHG RXNQEXEROHRHG XS SROLWLFDO TX#

FRPPXQLFDWLRQV FRPPXQLWKDW ZRXOG DFFRXQWDELOLW\ C

DVVHPEOLHY DQG HGXFDWLRKMGI"LRRWFWXDOO\ KROGV SR:

DOVR VKDSHG RXU LQWHUQDDDSFOVWKDW WYWRSSLQJ XV IUR

SRLQW LV QRW MXVW WR GHRUJOG EHMOYHGLIITHUHQWO\"

PDQLIHVWRY EXW WR FKDOOHQJH WKH

FRQGLWLRQV XQGHU ZKLFK S

FDPSDLJQ ZLWKRXW FRQVHT%SJV i\{;vagﬁ SHFPETY 5 ©RPDQ

7KH PHVVDJH ZDV FOHDU 'H DE\

GRHVY QRW OLYH RU GLH DW WKH EDOORW ER[ ,W

OLYHV LQ WKH PRYHPHQWYV WKW WKIDGPIPRFUDF\ 'LDORJXHV

EHIRUH DQG DIWHU LW D WDFWLFDO LQVLJKW SHRSOH
SRZHU WR UHPRYH UHSUHVHQWL

KHP 09& ODXQFKH
'"HPRFUDF\ 'LDORJXHYV %XLOéibavﬁlWR 5I—’|FDOO &DPSDLJQ QR
QHZ SROLWLFDO FRPPRQV  oHjpO SHWLWLRQ EXW DV D SR

JURP 6WHUNVSUXLW WR 6RZHW8 EHO98MHDPRIHWVZH 6HLSDWR D
KRVWHG '"HPRFUDF\ '"LDORJXHMJRRQGHG LQ FRPPXQLW\ SDUW:
WKDW DVNHG FRPPXQLWLHV WRHJHDP@PIEPWIRQEXLOGY DZDUHQH
WKHLU RZQ H[SHULHQFHV RI JR¥FBUBODRFB FRQVWLWXWLRQD(
SDUWLFLSDWLRQ DQG SRZHWGEHARFUDWREGULQFLSOH ,W FK
KDOO VW\OH IRUXPV ZHUH URKWHEJW VIVWHP ZKHUH HOHFW
SHRSOH V OLYHG UHDOLW\ QBWHWMKIVREBWHBFMWRP FRQVHTXI
FDWHJRULHV RI FLYLFV HGXRRIW R [W HOHFWLRQ LI DW DOO

3DUWLFLSDQWY VSRNH RI JKRVW FRXQFLOORUYV
DQG HPSW\ ZDUG FRPPLWWHHV 21 SDUW\
SROLWLFV WXUQLQJ QHLJKERXUV LQWR
HQHPLHV

JURP 6WHUNVSUXLW &R 6RZHWR 09
KRVWHG 'BPRAWDWORJIXHV LQ
WKDWHOGWNRPPXQLWLHYVY WR UHIOHFW RQ
WKHLU RZQ H[SHULHQFHV RI JRYHUQDQFH
SDUWLFLSDWLRQ DQG SRZHU
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‘'RUN LQ LQFOXGHG 7RZDUG D GHPRFUDWLF IXWXUH
ILJKWLQJ IRU

&RPPXQLW\ ZRUNVKRSV WR VXUIDFH

ORFDO H[DPSOHV Rl XQDFFRMHQWDROUWDF\ )URP %HORZ

OHDGHUVKLS ZRUNVWUHDP GRHV QRW RIIHU D
W RIIHUV D FRPSDVV WRZDUG .

3ROLWLFDO HGXFDWLRQ WRARODMRHIMLOHESHU EDVH EXLC

KRZ UHFDOO KDV ZRUNHG BOPREKNBEH WKDW PHDQV VRPHW
WKH PDMRULW\

ORYHPHQW EXLOGLQJ ZLWK &%2V

KRXVLQJ IRUXPV DQG \RXWX D PRPHQW ZKHQ OLEHUDO LQ

RUJDQLVHUV DUH KROORZHG RXW 09& LV KHC
UHDQLPDWH GHPRFUDF\ QRW DV

ORUH WKDQ D SURFHGXUDO IRU SIHIK\WRUPRQFH EXW DV D VWL

5HFDOO LV D VWUDWHJLF ZHGKR GMWFRGHQYVZKR EHQHILWV D

D EURDGHU FRQYHUVDWLRQ EHRRW JNKR

KROGV SRZHU ZKR GHFLGHV DQG KRZ ZH

FKDQJH WKDW 7KLUW\ \HDUV DIWHU WKH ILUVW

YRWH WKH ZRUN Rl GHPREFUDF\
MXVW EHJIXQ

3DJH
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5 HFALP LQJ ViKH
5 XV

&LYLO6 RFLHW DQG VIKH 6VWIXJJ (A (GARWDOHRP  LVDERXWZ KRLV
| RU( GFVIRUDO5 HI RUP T e

BRXWK $IULFD V SROLWLFDO QSRWWHF EWVW BEDOORWY EXW IF
PRPHQW RI GHHS GLVUHSDLWFRERXHEWHRBHWR RXWFRPHV ,Q
LQ GHPRFUDWLF LQVWLWXW LFRR@W HJW W OBFMIRAUDO UHIRUP L
WLPH ORZ HOHFWRUDO SDUWHFLKSD\WWDRQPDWWHU ,W LV D SF
GHFOLQLQJ DQG SROLWLFDWWDMWIOH ,W LV DERXW UHFODL
LQFUHDVLQJO\ IXQFWLRQ DVUXHKLWF @HKDWRVWUXFWXUH RXU S
HOLWH FRPSHWLWLRQ UDWKHPDWKORWLRQ $QG LW LV DERXYV
LQVWUXPHQWY Rl SRSXODU NP OKDEHWKRWH UXOHV WKH V
QRW LQFLGHQWDO IDLOXUHVSWREOBUH

VWUXFWXUDO RXWFRPHV RI KRZ SRZHU LV

RUJDQLVHG H[HUFLVHG DQGURFPS&RRBKEEGRRUV WR &LYLF
ZZQHUVKLS

JRU \HDUV 6RXWK $IULFD V
VIVWHP KDV UHPDLQHG ODUJ 5%%%%9DPHQW SDVVHG WKH

XQWRXFKHG GHVSLWH JURZLI Skg f’—SIFW '-Q S RobC
WKDW LW QR ORQJHU UHIOHF Q

PDWXULQJ GHPRFUDF\ 7KH S HYLRXV (OF
UHSUHVHQWDWLRQ 35 V\VW QDO IRIUSH[IFOC
IDFLOLWDWH D SHDFHIXO WU WSUHVHQWHC
KDV VLQFH RVVLILHG LQWR D VV'—ELOLW\ DQG D
FHQWUDOLVHV SRZHU LQ SD EW SURPLVHG EL
ZHDNHQV FRQVWLWXHQF\ DF %‘( %\/}9 }% GLQJ D PLQLVWH!
K

DQG PDUJLQDOLVHV LQGHSHY IRUP &RQVXOWDMW

H SURFHVV ZDV FORVHG
FRPPXQLW\ EDVHG DFWRUV
Q XQUHSUHVHQWDWLYH DQG SROI

FRPSURPLVHG 7KH OLQLVWHU
KDQGSLFNHG DQ DGYLVRU\ SDQF
JRU \HDUV 6RXW K GHFmepy ODWHU UHMHFWHG WKH PDMRUL

VIVWHP KDV UHPDLQHG ODTHARBRHQGDWLRQV 3XEOLF SDI
XQWRXFKHG SEXW@ LW QRPYRRL@LP BRI o/HRWYHIDO FKDOC
WKH QHHGV RI D PDWERULQIWHPREFY DUH FXUUHQWO\ SHQG!




&XWWLQJV IURP QRMPHNSHRG XCAME WG XULQJ WKH &6(53 FRQ!
&DSHRZQ (DVW /RQGRQ DQG ODNKDQGD
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7KLV UHIOHFWHG D ORQJHU S©OWKDIMW GRWKWVYADO V\VWHPV P X
LQ SRZHU ZLOO QRW YROXQWD DIEFGRXRSIRELW LDV QRW VKLHC
UHIRUP SURFHVV WKDW WKUHDWHQV WKHLU
KROG RQ LW ,PSRUWDQWO\ &6(53 ZDV QRW M
SURGXFLQJ D UHSRUW ,W ZDV D
,Q UHVSRQVH 09& PDGH D VWBRBWBOLRDPGGLITHUHQW NLQG
SROLWLFDO GHFLVLRQ ,| HOBERMWWRH BOYUBIRBFLHW\ GRHVQ W
ZDV JRLQJ WR EH WUHDWHG BRPPROWVRHUSRIOLF\ EXW KHOS
SXEOLF LQWHUHVW LW KDG WR EH UHFODLPHG

DV VXFK 7KLV PHDQW EUHDN
ORJLF RI WHFKQLFDO FRQVX RZUYPHL{:\LGI[QJXKQWGL%Q\]
LOQVWHDG FRQYHQLQJ D FLYL F 3RZHU

SURFHVV RQH JURXQGHG LQ
VRYHUHLJQW\ GHPRFUDWLF GHOLEHUDWLR

DQG LQVWLWXWLRQDO LPDJLOBWWRAYGDO UHIRUP LV QRW RQO
EDOORWY DQG TXRWDV LW LV DE

7KH &LYLO 6RFLHW\ (OHFWRJéM'—EﬁﬂﬁLHQ D SROLWLFDO V\VWt
WUXFWXUDOO\ VLOHQFHG 7KD\
3DQHO &6(53

&LYLO 6RFLHW\ (OHFWRUDO 5HIR
HQ VHULRXVO\ WKH WD\
, Q 0D\ I OLRQEIKIHE W@'P I$ Qs LWLRQ WKURXJK G
6RFLHW\ (OHFWRUDO SHIRUPG %ggﬁgw DOG OLVWHOLO

DQ LQGHSHQGHQW SXEOLF IDFLQJ

LQLWLDWLYH WR UHWKLQN 6RXWKHY UYkkBQYGHIHU WR VWDWH
SROLWLFDO VA\VWHP IURP EHQML&/@053&EV53 FUHDWHG D IRU)
QRW D FRPPLVVLRQ RI H[SHUMNY RSV DPWWRUY OHIJDO UHIRUF
EHKLQG FORVHG GRRUV W PRVYHPHQW RUJDQLVHUV SROLW
SDUWLFLSDWRU\ SODWIRUP HE®XEBWRWHGDQG FRPPXQLW\

ZLWK FLYLO VRFLHW\ RUJDQUWBWHRBQWDWLYHY FRXOG PDS
UHVHDUFKHUV DQG PRYHPH®@W WFWRURI UHIRUP WRJHWKHU
DFURVV WKH FRXQWU\ ,wV DPIDPNLQNVVEBO®GH IRU WHQVLRQ )R!
EXW UDGLFDO WR SURGXFH WH[BRRSEHHVKRXOG 6RXWK $IULFD
EOXHSULQW IRU HOHFWRUDJ BR VWPV URERW HEFE® VHG PRGHO W

LQ GHPRFUDWLF YDOXHYV DF#QW?W@EE&—)QW\ORFDO HOLWHV" :
DOG MXVWLFH GRXEOH GRZQ RQ SURSRUWLRQD

LW GLVWDQFHV YRWHUYV IURP

2YHU WKH FRXUVH RI WKH \H HS VH*%&’@{}C’?JH\\/’" ;}f:\vg DHUSH
HQJDJHG LQ SXEOLF FRQVXO WK H ngvw L UHUVRC
WKHPDWLF ZRUNVKRSV DQG g SHEWLY Y LEDILED:
KHDULQJV .W FROYHOHG DU KX &(DUH%

SULQFLSOHYV

e 7KDW UHSUHVHQWDWLRQ PXVW EH
PHDQLQJIXO QRW SURFHGXUDO

e 7KDW ORFDO JRYHUQPHQW PXVW EH D
VLWH RI GHPRFUDWLF SRZHU QRW
SDWURQDJH
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,Q PLG KLWZRUN WRRN RQ POQWZIWXWLRQDO 2YHUVLJKW DV
UK\WKP 2Q -XO\ 09& KRVWADE/Y® &DSH
7TRZQ FLYLO VRFLHW\ FRQVXOWDWLRQ

IROORZLQJ HDUOLHU VHVVLRE LR HPYM @ WR GHPRFUDWLF

/IRQGRQ ZLWK $IHVLV DQG OQNKRPCERHVQ W HQG ZLWK V\V\
ZLWK (TXDO (GXFDWLRQ 7KRWH V WR WKH LQVWLWXW
QRW SDVVLYH IHHGEDFN VHVY, ) HOHEWLRQV ,0Q

RREPYo RS
ZHUH SROLWLFDO HGXFDWLRWKH_'YWa,\MM RI (& &KDLUSHUVRQ

JURXQGHG LQ PRYHPHQW EXlh@Gk®bL oL FDPH WR DQ HQG ZF
WUDGLWLRQV DQG DWWHQWLLYd-IWVMI@W“L%j-HéI—LQ?O\WWHH[)/SSRLQWF

F
RI ZDUG EDVHG H[FOXVLRQ s,;ﬁgvkg\%Hz FRPPLVVLRQHU
GLVFLSOLQH DQG YRWHU GLVLOOXVLRQPHQW
H

H
G WKLV QRW DV D FORYV

SDUWLFLSDQWV UHIOHFWHG BgpWV KII WMEPSW LRIH SURFHGXUH

UHSUHVHQWDWLYH SRZHU WEHSUREQH RI OWHUHVW 7KH (& |
s ROLW EIEDIOES DIUWIEH VISR QG %@%NWXJ%%%Q@Q RI HOHFWRU
EDUULHUV WR SDUWLFLSDWLB(EV\}IBBJU\_W\QJDXVW LWVHOI EH V>
SHRSOH LQGHSHQGHQW FDQf IBFFLPJ DA W\ 09& DORQJVI

JUDVVURRWY RUJDQLVHUV 7§ g AHMIERN BG RUPDO OHWWH U
WKH LGHD WKDW WHFKQRFUDR LEEHERVE |
$

FRXYWNIFH 2&- UHT
VXEVWLWXWH IRU PRUDO OHJLWLPDF\ $QG

WKH\ SXVKHG WKH SDQHO WR, W QW@QFQQ WR WKH SXEOL
HOHFWRUDO HQJLQHHULQJ DQGOWRZEMELRQV GHDGOLQH DOQ
GHPRFUDWLF UHQRYDWLRQ

e 3HUPLVVLRQ WR REVHUYH WKI
$ GUDIW SRVLWLRQ SDSHU QRZPRIWKKYRWEM LOQWHUYLHZV
WKHVH HQJDJHPHQWY DQG OD\V RXW D

PHQX RI UHIRUP RSWLRQV IURP i QQOWKDwW WUDQVSDUHQF
PHFKDQLVPV DQG SXEOLF IX@Q[{LQAWMROG WKDW HOHFWLRQV |

QHZ ZDUG ERXQGDU\ GHVLJQY &G LI WKH SXEOLF KDV F
UHJXODWLRQ RI SROLWLFDO SRWWHMNAY TKHRXWERPHY EXW L
SDSHU ZLOO EH ILQDOLVHG DI Mk QW I ROV DOG LOGLYLGXI
&£6(53 V $SOWHUQDWLYH (OHFWRYBRPW!EYH IRU GHOLYHULQJ
SHSRUW LQ HDUO\ 2XU LQOWHUYHQWLRQV FRQWULE:
PRUH RSHQ SURFHVV DQG DIILUF
EDVLF GHPRFUDWLF SULQFLSOH
WKH ZDWFKHUV LV SDUW RI WKH

' H QHHG WHRQDWEMN VOHHSLQJ JLDQW
RI WKH FLWL]JHQU\

ODWVKHSLVR
- X0\ FRQVXOWDWLRQ
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KDW ZH UH EXLOGLQJ

7TDNHQ WRIJHWKHU WKHVH HIITRUWYV
&6(53 WKH FLYLO VRFLHW\
FRQVXOWDWLRQV DQG RXU RYHUVLJKW
LOQWHUYHQWLRQV UHIOHFW D EURDGHU
VWUDWHJI\ 09& LV QRW MXVW
DGYRFDWLQJ IRU UHIRUPV :H DUH
KHOSLQJ WR EXLOG WKH
LQIUDVWUXFWXUH RI GHPRFUDWLF
UHIRUP LWODWORHDIQV

e &RQYHQLQJ VSDFHV ZKHUH
FLYLO VRFLHW\ GHILQHV LWV RZQ
SRVLWLRQ

e 2SHQLQJ LQVWLWXWLRQDO
SURFHVRHAMLYW.F VFUXWLQ\

e $QG WUHDWLQJ WKH GHVLJQ RI
WKH SROLWLFDO V\VWHP DV DQ
RQJRLQJ VWUXJJOH QRW D
VHWWOHG IDFW

7KLV LV ZKDW ZH PHDQ E\

GHPRFUDF\ IURP EHORZ 1RW
FRQVXOWDWLRQ 1RW HOLWH

EURNHUDJH %XW GHPRFUDWLEF

SRZHU URRWHG LQ SHRSOH V OLYHG
UHDOLWLHVY SROLWLFDO HGXFDWLRQ DQG
WKH ZLOOLQJQHVV WR GHPDQG PRUH
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7KHUH XOWRQR SUYDWIP RQH. 1Q
SRDAFV LV QRWD WRKQLFDCP DWAU
,VW/D TXHMRQR VRYHHIQW

6RXWK $IULFD V GHPRFUDF\ L) WRPHIHJDO 5HIRUP WR 3ROLWLF]
TXLHWO\ DXFWLRQHG :KLOH,ARKH GRWQRK

GHEDWHY SROLF\ YRWHV LQ HOHFWLRQV DQG
SDUWLFLSDWHYV LQ FLYLF OLI®@ WKAVRRWRQVWLWXWLRQDO &
FRQVHTXHQWLDO GHFLVLRQWHBERXSDSRODWHEOWOP XVW UHJIXC
GLUHFWLRQ RIWHQ KDSSHQ BRKMIGCXORVHG 7KLV MXGIPHQW
GRRUV EURNHUHG WKURXJK BRQDMLAFDPY3DUW) )XQGLQJ $FW
SDWURQDJH DQG HOLWH QHWKIRFFKNNDP® WEWWR IRUFH RQ $S
FRQWH[W WKH UHJXODWLRQ)RU S\UH Y DMWIH W WLPH SROLWLFD
PRQH\ LQ SROLWLFV LV QRW ®OHWHFRQUHDELUHG WR GLVFORYV
PDWWHU ,W V D TXHVWLRQ RERRVWHUHLJIQW\

ZKR KROGV SRZHU LQ D GHPRFUDF\ DQG
KRZ LV LW H[HUFLVHG™" KLOH WKH $FW ZDV D VLJQLILFD

IRUZDUG LW TXLFNO\ EHFDPH F(
0\ 9RWH &RXQWV 09& KDV ORI @QRWXH@GRXJIK 7KH TXDUWHU!
WKDW GHPRFUDF\ FDQQRW EGLYKRBN@EHBY SXEOLVKHG E\ WK
ZLWKRXW FRQIURQWLQJ WKH CRHUIRQGHRWROHFWRUDO &RPF
RI PRQH\ LQ RXU SROLWLFDO,V&VWHH WOIARKQLFDOO\ SXEOLF
WLPH RI LQFUHDVLQJ GLVLO§WNIFNHDMD OQIGQDFFHVVLEOH
GHPRELOLVDWLRQ ZH DUH ZRRNXPXWRWLYH VXPPDULHV QR
EXLOG D FXOWXUH RI DFFRXEWHWRODW\ LIOWNHUHVWY RU SROL
SXEOLF RZQHUVKLS RYHU SROXIHWWGPMWD IIDW LQHUW DQG LWV
ZKHUH RUGLQDU\ SHRSOH QRWOKRQRAWDSSHG 7KDW JDS LQ
VKDSH WKH IXWXUH RI WKH FRMHYHPWLRAWH 9RWH &RXQWV"

FDPSDLJQ DQG GDVKERDUG GHVI

WUDQVIRUP UDZ GLVFORVXUH GIL

VKDUHG UHVRXUFH IRU GHPRFUD
'"HPRAWF\ FDQQRW EH GHHE§HRH WDELOLW)\
ZLWKRXW FRQIURQWLQJ WKH FRUURVLYH UROH

RI PRQH\ LQ RXU SROLWLFDO V\VWHP




6HFWLRQ _ &RUH :RUNIORZYV

IDXQFKHG LQ HDUO\ DQG XKW WKH PRVW VHULRXV WKUHEC
GHYHORSHG ZLWK FLYLF WHRAKB®DSWQWUHY EHKDYLRXU EXV
2SHQ8S WKH GDVKERDUG EURRQUOLDPH QW LWVHOI ,Q $SULO
33)$ WR OLIH ,W HQDEOHV XYRUW I\RR LR SRPPHWWHH RQ +RP
GRQDWLRQ WUHQGVY DFURVV BPW WGEHVR \GHRINERBWVWKH GLVFOR
DQG HOHFWLRQ F\FOHV WR FRPBHWKROG IURP 5 WR 5
FRUSRUDWH LQWHUHVWYV DQ® OWWX WLIRJ LSYFWWBIVI) WKH DQQXDO
Rl JLYLQJ DQG WR WUDFH WKBSSHIRRBWHQWOLRQ WR 5 PL
GRPLQDQFH RI D VPDOO FLUFOH RI GRQRUV
LQ VKDSLQJ WKH SROLWLFDO7TRBDQK VFRDHIHY ZHUH SXVKHG W
%XW WKH WRRO LV QRW MXVWHWS RW A DMWLIRRXPIOHYWGHQFH U
LV SROLWLFDO 7KURXJK :KRYBUIRVDPHQWDU\ %XGJHW 2IILFH
&RXQWV" 09& KDV KHOSHG FORVDMKVIHULFD V WKUHVKROGV D
SXEOLF FRQYHUVDWLRQ DURM{GIMEMHG JOREDO QRUPV ,Q 0D
PHDQLQJ RI PRQH\ LQ SROLWLPWICRQD OWBWVHPEO\ DGRSWHG
QLFKH LVVXH EXW DV D VWUKKWNXUHDWO ZWWHKRBEW DPHQGPHQW
WR GHPRFUDF\ LWVHOI PHVVDJH ZDV FOHDU WKH VWDW

ZLOOLQJ SDUWLFLSDQW LQ WKH

$ <HDU RI 3XVKEDFN B@Q WUDQVSDUHQF\ UHIRUPV

3HUVLVWHQFH

09& UHVSRQGHG E\ FRRUGLQDWI
$V 6RXWK $IULFD DSSURDFKH®&REWMMVWRRMWLVWDQFH :H LVVXF
FRPSHWLWLYH QDWLRQDO HOMFDMLRPNQWY FPIRELOLVHG PHGL

SROLWLFDO SDUWLHV HVFRPDHNIED WK HLQUG GHPDQGHG W

IXQGUDLVLQJ HIIRUWYV DQG PIUHANLEHIXW UHMHFW WKH SURSH
WR DYRLG SXEOLF VFUXWLQ\UH®HBVER R RZQ DQDO\VLV
09& ODXQFKHG D PXOWL SURBBREANKXWKH WRLIWYV ZRXOG HUDV
GHIHQG DQG GHHSHQ WUDQVEBbWHKHFERQDWLRQV GLVFORVHG

33)$ VLQFHSWLRQ ,Q WKH SXEC

,Q HDUO\ ZH ILOHG GRIHGY RUJXHG WKDW WKLV ZDV QRW

3URPRWLRQ RI $FFHVV WR ,Q #I%%%%%DVF% UXHWVbJS'EDLVél\L;VTI
$FW 3%, UHTXHVwV wpuJHWIBR \ B XQ

PDMRU SROLWLFDO SDUWLHY 7KHVH UHTXHVWYV
VHUYHG ERWK WR WHVW FRPSOLDQFH ZLWK
WKH ODZ DQG WR H[SRVH SDWWHUQV RI
VHFUHF\ $W WKH VDPH WLPH ZH

PRQLWRUHG ,(& GLVFORVXUHY DQG

SXEOLVKHG UHDO WLPH DQDO\VLV RI
DOQRPDOLHYV JDSV DQG WUHQGYV

09& ODXQFKHG D PXOWL SURQJHG SXVK
WR GHIHQG DQ G @GWDIHHD PAU




,O0 DWNLBROHEYV 1IIPUEGHSRKO
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&ORVLQJ WKH /RRSKROHYV

.Q 09& ODXQFKHG D FRQVW ) f@/pLé]E\éVGLHVGWQRREVH
FKDOOHQJH WR DGGUHVV NH\
W L

LQ WKH 3ROLWLFDO 3DUW\ )X9 : %ﬁ%%VXESVDHOUESSVY'
33)$ 2XU DSSOLFDWLRQ VRXJK

e UHTXLUH IX00 GLVFORVXUH Rl DOO SULYDWH
GRQDWLRQV UHJDUGOHVVIRL DRRXPA zn FRQwLQXH WR si

e LQWURGXFH FDSV RQ FXPX@%@\Q&\% E'g'lildixpwédeV\gHQUGUDHé
JLYLQJ EV UHODWHG HQWL EOLF IXQGLQJ WKDW VKLIW

u SULYDWH ZHDOWK D
e PDQGDWH WUDQVSDUHQF\Q%\?&@Q% DWLF FROOHFWLYS
RYHU LQFRPH EXW H[SHQ FPB5e%

e FKDOOHQJH WKH 3UHVLGHOKMRVYHzZEBWH &RXQWV"®
GLVFUHWLRQ WR VHW WKUHVKROGV ZLWKRXW
FOHDU OHJLVODWLYH OLPLM{VWRXJKRXW WKLV WXUEXOHQW

9RWH &RXQWV" UHPDLQHG WKH
,Q 0D\ DIWHU 3DUOLDPHQRX $BKXEPEF HGXFDWLRQ DQG SF
WKHHFWRUDO ODWWHUV $PHQRBPHRQWLYHWZRUN 7KH GDVKERLE
ZKLFK UHSHDOHG WKH IL[HG 3VHG E\ MRXUQDOLVWYV UHVHDL
GLVFORVXUH WKUHVKROG DQmFWLWYI\OOLRY D FRUH UHIHUHQ
GRQDWLRQ FDS ZH ILOHG DQWKHHQWOLF WR WUDFH KRZ SRZ
DSSOLFDWLRQ WR SUHYHQW QRMH WK RBFKNFESHHFKHY RU PD(
7KH FRXUW JUDQWHG LQWHUEKW MOUWHRXJIK FKHTXHV DQG WU
UHLQVWDWLQJ WKH SUHYLRXV WKUHVKROGV
ZKLOH WKH FDVH SURFHHGHGH KDYH H[SDQGHG WKH SODWIR

FXUDWHG H[SODLQHUV PXOWLO
% XW XQXNW WKWHUQ &DSMVRXUFHV YLGHR ZDONWKURX
+LJK &RXUW GLVPLVVHG RXUQ@XBWD LYHDAXDRQVDWLRQV :H YH |
7KH IXO0 EHQFK IRXQG WKDWWYM®PMXPSLQJ RII SRLQW IRU FR
HOHPHQWY RI RXU FKDOOHQXZRUDNEKRSWVRPEG FLYLF HGXFDWI
PRRW GXH WR WKH DPHQGPHQRR®KQRW MXVW IRU GHFRGLC
RWKHUV GLG QRW PHHW WKHGMRPBHRVRRODGEXRUIRU UHLPDJLQL
FRQVWLWXWLRQDO LQYDOLGLW\

$V SDUWLHV HPEUDFHG LQ NLQG
(YHQ LQ GHIHDW WKH FDVH MOOWIGE LIS WKHADPSDLIQ YHKLFO
SROLWLMPLQ WWURRQILUPHG ZKODW RWU RWKHU LQFRPH FDWH
ZRUN KDV ORQJ BWRBQWWDW:KRVH 9RWH &RXQWV" KHOSHG N
PHDQLQJDX@VEMUHQF\ FDQQRWSBWOLJKW RQ KRZ PRQH\ IORZ"
OHIW WR WKH GLVFUHWLRQ RVKWKRWWHW VHWKVHERK QHZ TX
UHJXODWH ,I SXEOLF RYHUVGDIMD LWMKHR FEDPSDLJQ KDV KHOS
UHDO LW PXVWDEHOVWREKHF®EHWYLPSOH LGHD WKDW WKH SXE
QRW YXDBGIM WR SROLWLFDOVKH ULJKW DQG WKH FDSDFLW\
FRQYHQLHQFH RU HOLWH VHERRQMWHUHVW
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7KH 4XHVWLRQ RI 3XEOLF )XQGLQJ

/IRRNLQJ )RUZDUG
,Q -XQH WKH ,(& UHOHDVHG LWV WKLUG
DQQXDO UHSRUW RQ SROLWLFRQ yXQ¥H LQWR D QHZ SROL)
:KLOH WKH UHSRUW VXPPDULV':lM:@H\ 09& ZLOO GHHSHQ LWV

GLVFORVXUHV DQG DXGLWYV LWRQQI-HIQ\LI-SVQ?Q)@-'LKNLFV ZRUN RO \
XQH[DPLQHG SDUWLFXODUO\ Wik G@ U U\

HGJHV RI SULYDWH LQFRPH DQG WKH ODFN RI
GHWDLOHG H[SHRRBUWIXQH U e (QIRUFHPHQW DQG OLWLJDW
+ROGLQJ SDUWLHV DFFRXQW
,Q UHVSRQVH 09& LV SUHSDULQJ®y ORQ GLVFORVXUH DQG
VKDGRZ UHSRUW WR FRRQWH[WXDOUMPFVXULQJI WKH ,(& WR EXI
FULWLTXH WKH ,(& V ILQGLQJV 2XNexvw HQIRUFHPHQW FDSE
DQDO\VLV ZLOO VKRZ KRZ SXEOLF IXQGV
UHPDLQ GZDUIHG E\ HOLWH SULY®WH5pDL JQ H[SDQVLRQ
GRQDWLRQV DQG KRZ SROLWLFDgcgégww@%\bQG VEDOLQJ :KR
XVH YDIJXH LQFRPH VWUHDPV WRoRBWMN ¢ RXQWV" LPSURYLQJ
LQIOXHQFH DFFHVVLELOLW\ UHDFK DQ

SROLWLFDO LPSDFW
7TKHVH ILQGLQJY DOVR IHHG LQWR WKH QH[W

SKDVH RI RXU ZRUN GHYHORSLQWPRFUDWLE LPDJLQDWLRQ
SRVLWLRQ SDSHU RQ WKH IXWXU}RKIL 03 EH\RQG GHIHQVLYH
SROLWLFDO IXQGLQJ ,I SULYDWI’WE}@% @QHQF\ ZRUN WR
FRQWLQXHV WR GRPLQDWH SROLWLWPPX@HWHLY QHZ PRGHO
ZLOO EH LPSRVVLEOH WR DFKLHYSHKEOLF IX GLQJ WKDW DIILL
VXEVWDQWLYH HTXDOLW\ LQ RXUs@BRREY \F HTXDOLW\ DQG
‘H DUH QRZ DGYDQFLQJ WKH DU‘J%BVQ\@DUWLFLSDWLRQ
WKDW SROLWLFDO SDUWLHY DUH SXEOLF HQWLWLHYV

DQG WKDW WKHLU ILQDQFLQJ VEKRXPxOMWOHZWHUH VR PXFK

SXEOLF QRW SULYDWH SULRUL HYLE OLIH IHHOV KROORZHG
09& V ZRUN LV DERXW UHEXLO¢
VRPHWKLQJ HVVHQWLDO WU X\
FODULW\ DQG WKH EHOLHI WK
GHPRFUDF\ FDQ VWLOO EH D V
SURMHKRWH 9RWH &RXQWV™
UHPLQGYV XV WKDW EHKLQG HY
GRQDWLRQ LV D GHDO DQG EH
HYHU\ GLVFORVXUH D GHPDQCGC
RXU SROLWLFY VHUYH WKH SHI
WKH SRZHUIXO
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$ W VWS IXLGH VR XMLQJ RXU
- KRVH9 RV &RXQW VRRO

1RM ,Q 0 9& Z LAOH SDQG WLV VRROR LOFXCGHD@P RQH 1GZ VR SROAFDOSDUAMY

7KHKRVH 9RWH SRXROWBOORZMHUH LV WKLV GDWD IURP"
PHPEHUV Rl WKH SXEOLF WR HKOLWLODWD LV SXEOLVKHG E\ WK
H[SORUH GDWD RQ ZKR LV IXQBRPUVVLRQ HYHU\ TXDUWHU 7]
SROLWLFDO SDUWLHV LQ 6RXDMKORIAM. KV WR EHWWHU XQGHUYV
YLVXDOLVH DQG H[SORUH WKLYV
'KDW GRHV WKH GDWD LQFOXGHRUPDWLRQ
7KLV WRRO LQFOSGHYDGMDHND RQ
IXQGLQJ Rl SROLWLFV LQ 6RXWK $IULFD DV
UHJXODWMIGHESROLWLFDFOV)X QBDQYIGRHV W QR W0 AMDMX G H "
38 W FRQWDLYVORKH G 7KH GDWD LV OLPLWBGLWRVWGH VF
GRQDWLRQSULYMMRKUFHY WR GRQDWLRQV XQGHU WKH 3ROLWI
SROLWLFDO SDUWLHV DQG L@GEWS HRWG HOMAS OHKHLW GRHV QR
3)$ FRPSHOV SROLWLFDO SDUWERWVWD QKDW SDUWLHV UHFHLY
LQGHSHQGHQWY WR GHFODUBXBOLYDWIGLQJ 7KH GDWD KH
GRQDWLRQV ZKHWKHU FDVK QRRWLYKRZQSEULYDWH GRQDWLRQ)

RYHU WKH DPRXQW RI 5 BOGEHU WKH 5 GLVFORVXUH
ILQDQFLDO \HDU WKUHVKROG PHPEHUVKLS IHHV
9 IMWAIKH MW

OoLVZX™WZ P\YRWHFRXQWY RUJ |D ZKRVH'FBRY AV KR X4A®W V
FRGH EH®RUH \RX ZLOXKRVFIRWHKRKRRWRWY +HUH
\RX ZLOO DOVR ILQG D WXWRULDO YLGHR ZKLFK HJ[S
WKH WRRO
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&KRRVH\ RXU I LOWAWV

$W WKH WRS \RX ZLOO VHH WKDW \RX FDQ ILOWHU
\RXU LQWHUHVWY RU \RX FDQ H[SORUH WKH IXOO

ILOWHU

N A A

7JRWDO DPRXQWWRD@LPH +HUH \RX FDQ ILOWHU WK|
SULYDWH GRQBWHRYV UH¥HS\R OL W L F DGRIIDUNLR Q
WKDW SROLWUED@HUY WWRSHYV PRQH\ RU LQ NLQ
SDUWLHV KDYHWXUQ WR \DXF&X DM.GDIRU JDOD
UHFHLYHG VLQFGDWD GLQQHUV \ BR®EU
3)$ QDPH

) LOG RXVWKRZ P XFK HDFK SDUN KDV UHFHLYHG

7KH ILUVW SLH FKDUW VKRZV KRZ PXFK HDFK SULYL
UHSUHVHQWHG SROLWLFDO SDUW\ KDV UHFHLYHG L

3)$

N

+RYHU RYHU D VHIPHQW WR V
HIDFW DPRXQW WKDW WKH SD
UHFHLYHG LQ SULYDWH GRQD

KRVH 9RWH &RMRQAWGY XV WKDW EHKLQG HYHU\ GRQI
LV D GHDO DQG EHKLQG HYHU\ GLVFORVXUH D GHPD
SROLWLFV VHUYH WKH SHRSOH QRW WKH SRZH




6HFWLRQ

_ &RUH :RUNIORZYV

([ SBRUH Z KR LV GRQDWQJ VR Z KLFK SDUW

7KHKRVHRWH &RWRWRYU GLDVSOIDVW RI LQGLYLGXDO GR
GHWDLOV ZKR WKH\ KDYH GRQDWHG WR ZKDW NLQ
ZKHQ LW ZDV PDGH DQG KRZ PXFK LW ZDV

“~

)LOWHU WKH GDWD
E\ FOLFNLQJ RQ
WKH KHDGLQJ RI
\RXU FKRLFH

WU X QGHUMIDQG WMH SRZ HURI - GRQRU FOXMALY

,QGLYLGXDO GRQRWWIPYLH PRUH WKDQ 5 P WR D VLC
LQ DILQDQFLDO \HDU +RZHYHU GRQRUV DUH DEOF
WKLV SURYLGRODWH QJ WKURXJK GLITHUHQW FRPSDC

6RPH GRQRUV DUH HF® RWKHIRXOQKQWN.PLODU FRPSDQ

GLUHFWRUV IDPLO\ WLHV RU DUHDV RI LQWHUHVW
WKDW MBYFHRIQRUY DQG JURXSV RI GRQRUV DUH UHV
GLVSURSRUWLRQDWHO\ KLIJK SHUFHQWDJH RI DOO ¢

“~

+RYHU RYHU D
VHIPHQW WR UHYHDC
WKH DEWXDO
DPRXQW GRQDWHG
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9 LVXDAWHP RQH GRZ VIWRP LOQGLYLGXDY VR SDUMHV

IDVW®AKH :KRWHH9&RXQWYV WRRO YLVXDOLVHV WKH |
IURP LQGLYLGXDOV WR GLITHUHQW SDUWLHYV

+HUH \RX FDQ VHH ILQDQFLDO IORZV IURP PDMRU C
ODUWLQ ORVKDO PHPEHUV Rl WKH 2B3GEQKHLPHU ID
FRPSDQLHNWGOW@RNRU FRQWIURQGIMGOH 5RX[ DQG 3DW!
ORWVHSH UHVSHFWLYHO\

“~

2Q WKH OHIW \RX FDQ VHH
WKH GRQDWLRQ LV FRPLQJ
2Q WKH ULJKW \RX FDQ VHI
ZKHUH WKH GRQDWLRQ LV J
WR

$V WKH FKDUW VKRZV PDMI
GRQRUV RIWHQ GRQDWH WF
WKDQ RQH SROLWLFDO SDU

7KLV GDVKERDUG LV XVHG E\ MRXUQDOLVWY UHV
DQG DFWLYLVWV DV D FRUH UHIHUHQFH ,W DOO
SXEOLF WR WUDFH KRZ SRZHU PRYHV QRW WKUR
VSHHFKHV RU PDQLIHVWRY EXW WKURXJK FKHTX
WUDQVDFWLRQV

(SI—WLQVRP DS ))




6HFWLRQ _ &RUH :RUNIORZYV

7JRWDO 3XEOLF DQG 3ULYDWH )XQGLQJ SHU 3DU
)LQD QF IHDQ <

3RAQVFDOSDUN $ P RXQWUHFLHYHG
$ 1 UFDQ 1 DWRQDORRQILHW

' HP RALDWE $ @DQFH

( FRORP LF) UHHGRP ) LIKWLY

2 WHU

,ONDWD) UHHGRP 3DUN

) LHHGRP ) LRQVBOXV

$1UFDQ &KUMADQ' HP RFUDWE 3DUN/
$1UFDQ 7WDQV RLP DARQ O RYHP HOW
8 QWMG' HP RALDWF O RYHP HQW
$O-DP D DK 3RMAFDO3DUN

x22"

3DQ $ | UFDQLWERQIUHW

1 DAWRQDO) UHHGRP  3DUN/

0 LORUW ) LRQW

$ 1UFDQ , QGHSHQGHM&RQIUHW

(2 B@ 2 & 2 RN & 2 BN & 2 N & 2 BN @ 2 I@ 2 IR 2 B & 2 B @ 2 B &2 BN @ 2 B @) B @) |

6RXUFH $QDO\VLV RI WKH ,(& V $QQXDO 3ROLWLFDO 3DUW\ )
0\ 9RWH &RXQWYV




KR IXQGV
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. KRIXQGV
0 98&"

JURP WLPH WR WLPH 09& ILQTKHUWMWNODRWKKLQJ P\WWHULRXV
VXEMHFW RI D IDPLOLDU FXUDRY&MQJ FRPHV IURP D KDQGIXO
TXHVWLRQV DERXW ZKHUH RXQ\WPROQOWMXWLRQDO SDUWQHUV ZK
FRPHV IURP ZKR H[DFWO\ LVZRHKILEQ SROLWLFDO WUDQVSDL
DQG ZKHWKHU RXU FRPPLWPIGGIWRFRDWLF UHIRUP DQG RXU |
WUDQVSDUHQF\ KLGHV VRPH\WRDROJHRHUPW IROORZV WKH VDP
GUDPDWLF ZH DGYRFDWH IRU SXEOLFO\ 7K
WKDW IROORZ VLPSO\ VKRZ KRZ
7KH DVVXPSWLRQV DUH RIWHOWXBBEHW ZDV XVHG RYHU WKH S
HQWHUWDLQLQJ WKDQ DFFXUTKDMW EWW RWKWH WR UXQ FDPSDLJ
LPSXOVH LWVHOI LV IDLU HQRERYK YV, @ ® FRXUW SXEOLVK UHV
SROLWLFDO HQYLURQPHQW PNDHUHNSH @/ EEM RUJDQLVDWLRQ VWHE
VHFUHF\ DQG VXVSLFLRQ SHRBOHQRDWQW WHRYHODWLRQ DQG |
NQRZ KRZ RUJDQLVDWLRQV OLRHERXUWV WWMXVW DQ KRQHVW C
VXVWDLQHG UHVRXUFHV EHKLQG WKH ZRUN

6HH WKH 0\ 9RWH &RXQW\KMHXIPIGLQJ 3ROLF\
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' HVDLOHG , QFRP H 6VIDVHP HQW
0\ 9RMERXQW13&

SHIMADWRQ 1 XP EHJ
$ QOXDO) LQDQADOSVIWP HOWRUWH\ HDUHQGHG

,QFRP H

* UDQW DQG GRQDWRQV UHFHLYHG 5
2 VKHULQFRP H

6XQGU. LOFRP H 5

2 SHUDVK ([ SHOVHV

$ FFRXQWQJ [HHV

$ XGLVRU/ UP XQHUDWRQ

%DQN FKDUIHV

&RP SXWUH SHOWHV

ERQVXMMI DQG SR HWMRQDA HAV
" HSUHADARQ

(P SR HHFRW

( YHQW QRILVAFY

* HOHUDOH SHOWV

, QUXLDORH

| HDVH UHQWDY RQ RSHLDAQJ GDWH
/ RWRQ\D®I Rl DWHW DQG QDELMAHY
2 11LFH XSS@HV

3UQWQJ DQG WIMRQHU

6\DI | Z HODUH

BWDWI\ : RUNVKRS H SHOWHV
BXEVFUSWRQV
7HBSKRQHDQG 1 D]

7WDYHO QRFDO

g o1 o1 o oo o1 o o1 o1 Ol

g1 o1 o1 o1 o1 o o1 Ol

2 SHUDWQJ GH LFLW
, QYHR HONORRP H
) LQDQFHFRW

[S20 4]

" HIAWRUWH\ HDU 5

(62 B 2 N & 2 BN & » BN @ 2 N & 2 BN@ 2 IRN@ 2 RN 2 BN & 2 B @ 2 B & 2 BN @ 2 B &) B &)

g o1 o1 O

(6]
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$ IVALZ RUG

7KLV LVQ W KRZ DQ DQQXDO BR&ERYWH VHQVH WKDW WKLV ZR
XVXDOO\ UHDGV ORVW UHSRE®YLEH WkR P¥IMAE@ DQG GLINTLFEXC
VSDFH IROORZ D IRUPDW IRUFFRRMEHIWDYRQJUDWHIXO WR WKF
WKH\ UH ZULWWHQ ZLWK DFFRYOWBEROY RILQY WKDW DSSURI
PLQG DQG DUH RIWHQ GHVLIONEQHRR Bk VSDFH WR H[SHU
WKH GHPDQGV RI PRQLWRULGIWK WRQH DQG WR KROG FRQV
HYDOXDWLRQ DQG LQVWLWXHHYR PYPRHLNQI WR UHVROYH
7KDW NLQG RI FODULW\ LV LP&RIY WP %WRU\ KHUH DERXW
ZKHQ , FDPH RQ ERDUG WR KRBSPRAIMPWLRQ OLNH 09& ZRUN\
DQG HGLW WKLV UHSRUW , ZPORRFY R RRWYH WKDQ D IRUPD

VRPHWKLQJ D OLWWOH GLITHYWHWFWXUH %XW LW V DOVR D
OLPLWV RI WKDW HIIRUW $QG W

0\ EDFNJURXQG LV LQ zUuLWLBPMDHGLW ZRUWK WHOOLQJ

HGLWLQJ SROLWLFDO FRPPHQWDU\ , VSHQG

PRVW RI P\ WLPH ZRUNLQJ ROHNYYD\WVV SROLWLFDO WRR

LQWHUYLHZV DQG SXEOLF UHIOHFWLRQV

SLHFHV WKDW WU\ WR VLW XDMDH HRY MOMAVXIHYEHOWHG SOHDV

ZLGHU V\VWHPV FRQWUDGLFWKRWQUBG®GEFW ZDV ZRUNLQJ ZL

KLVWRULHV 6R ZKHQ , VDW ZUKWK @MYLV QHU EHKLQG WKH YL\
PDWHULDO FRXUW FDVHVGEDPSWILRY Rl WKH UHSRUW )U|

QRWHV ZRUNVKRS SKRWRV RX\WQNWULEZSWWKDUHG D VHQVH W

IURP PRYHPHQW FDXFXVHV LWD®QGW WRPHWKLQJ WR EH DSSC

IHHO ULJKW WR IODWWHQ WKBKHZIPEMW LRQYRHDWKH ZULWLQJ 2

SXUHO\ DGPLQLVWUDWLYH UEPRUSDUW RI WKH WKLQNLQJ 3D

SROLWLFV

,QVWHDG , WULHG WR DSSURDFK WKLV UHSRUW

PRUH OLNH D PDJD]LQH WKDQ@KHORJEBRRNLQG RI YLVXDO FXO!

VRPHWKLQJ UHIOHFWLYH ODGHRPHGDIGI® WKH 1*2 ZRUOG FOF

DOLYH WR WKH WRQH RI WKHSRRRPHQW.RQDO EXW RIWHQ JHQ

ZDQWHG LW WR FDUU\ YRLFHVRRWP RUSKNUMWKDW V ZKDW V QF
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%XW WKLY UHSRUW VLWV DW:WKMLBGJIMMRR LOQVLGH WKH
VRPHWKLQJ HOVH ,W V WU\LDPRQWRUQGPHWLRQV

SROLWLFDO FRQMXQFWXUH |, WU\ WR K

FRQWUDGLFWLRQ DQG WH[WX\y 51 WLV? R/%JFEH@N TyLwi RI wi

FRPPXQLFDWH XQFHUWDLQWWZAHVKRYX \\60 ! H PDWHULL
b

IDOOLQJ LQWR GHVSDLU $Q ;@%g DV QRW VWUDLJ

SUHRFFXSLHG ZLWK ZKDW G
IHHOV OLNH DW WKH HQG R
WKH GHVLJQ GLGQ W WU\ WR4|
W KHOG LW $QG , P UHDOO\Y&
W KD W :

DVN :KDW GRHV WKDW IHHO ZDVQ W WHFKQL
SDJH"
/JRWWH DQG , ZHQW EDFN DQGH E:F'ﬁé w&V\(/FtIR%EHm\(NWziHPRcl
KRZ WR VLJODO SROLWLFDO W \/‘gg vV \Q Q C
ZLWKRXW VOLGLQJ LQWR JOR RE | ﬁﬁv&k’%JKoH ggg‘L’VV\';LHRG
WKH GHVLJQ EUHDWKH ZKLO & Q
DO L WDV IRRDL O KR X W
JURXQGHG 6KH EURXJKW D VHOI e L,
PRRG DQG UHVWUDLQW WR ‘)’(WWQ%O’ Q\ [
JDYH WKH ZULWLQJ VSDFH W Fo . Uﬁgfv\'lfH Z'-HGDH(
PRUH WKDQ WKDW VKH VKDU L\/G WM ol SROULWL
IRUP LV SROLWLEDO WKDW V BIRAEQ
SUHVHQWHG VKDSHV KRZ LW ) RG
6KH ZDV ZLOOLQJ WR H[SHULP W v|§v |
ZLWK DPELJXLW\ WR OHW WK ; AL hUgSB?VjLW'jLSVU
OLNH D OLYLQJ GRFXPHQW U Q
SROLVKHG DUWLIDFW ,Q D U D DW LI ZH VSRNH WR
\RXQG OLNH SURSDJDQG
WRB KHDYLO\ LQWR
3 JGHVSDLU $QC
%v Fgé , THOW WUXH WR
0 LW SRVVLEOH WR NH
ZDV 09& V RZQ SRVWXUH RQH Wt
P DOVR JUDWHIXO WR WKH & HM/% I GLGFK TURP WKH GLIII
PHW WKLV DSSURDFK ZLWK J R EXW DOVR GRHV(
RSHQQHVV )URP WKH EHJLQ PR WKHP  7KHUH V
\ XW WKDW DQ RL
HQFRXUDJHG D GLIITHUHQW N
H WVHOI VHULRXVO
RQH WKDW GLGQ W MXVW VD
KDSSHQHG EXW WULHG WR V | \Q’WFDO DQG EHOLHYHYV
PHDQW 7KDW SRVWXUH UDQ ] J wWiR DVN ZKHWKHU LW

ZKROH WHDP %RLNDQ\R -RH U
1RVLSKR $DULID /DXUHQ (O

HYHU\RQH RIIHUHG IHHGEDF L\}JQQFH EHWZHHQ FODUL

WZHHQ FRPPLW|
\<X/ LV XOWLPDWH
QH RI WKLV UHS

U\ WR VROYH WKH SUR
P UDF\ LQ WKLUW\ SDJHV I
ZULWH IURP LQVLGH LW

V
P
DQG FULWLFDO UHIOHFWLRQ

UHWUHDWLQJ LQWR GHIHQVL

UDUH ,W PDGH WKH SURFHV\)”%
FROODERUDWLYH EXW SROL\@E
PHDQLQJIXO




6HFWLRQ _ $IWHUZRUG

. * n
KDW FDQ DQ 1*2 GR W GRHVQ W SUHWHQG WR H[LVV

7KH PRUH WLPH , VSHQW LPPHT %»E\IW%LFV\LLPRS\\S/HLWO\GL7DKJDQV\F/2VE
WKLV UHSRUW WKH PRUH , IR W HBK Q

UHWXUQLQJ WR D EDVLF GLI W TXHVWLRQ

'KDW LV WKH UROH RI DQ RU H

0\ 9RWH &RXQWV LQ D WQLPH %%WWQR@QNN =V(Q By WK DAl
Y QFH EXW WR NHHS LW

2Q WKH RQH KDQG WKH DQV HH'JXV K '{F/I\:\;VPLIVS)L(JVV\\I/LIIQQIQFD\SL\/FHLC\

09& LV RQH RI WKH IHZ RUJD E&/ % lRe TR Yo L

WKH FRXQWU\ ZLWK DQ H[SO *%/ \W S S D)

WUDQVIRUPDWLYH GHPRFUD Q}%ﬁﬁ’%‘

QRW VLPSO\ FDOOLQJ IRU EH 6W HERQH

GHOLYHU\ RU LPSURYHG JRYHUQDQFH EXW

IRU SXEOLF SRZHU WR EH UHWX@HOWHE\ WR D IRUP RI FRXUDJH

WKRVH PRVW H[FOXGHG IURP LW .W ZRUNV

LQ VROLGDULW\ ZLWK PRYHPHQWKH QG ZKDW , DGPLUH PR\

GRHVQ W FRQGHVFHQG WR WK $¥RUW MX¥WHq¢KDW LW GRHYV

WKH ODZ VWUDWHJILFDOO\ zZRRR&¥Yw

IHWLVKLVLQJ OHJDOLW\ ,W FDUHV DERXW
FROVHTXHQFH 7KLV LV DQ RUJDQLVDWLRQ WKD

SROLWLFDO FRPPLWPHQWYV VHUL

7KDW NLQG Rl RULHQWDWLR® PWwWWHWRUMPDWLYHO\ W RSHQ
HVSHFLDOO\ LQ D SROLWLFDBLMVFZ\QXWuH WY S WLFHV UHIOH
1*2V DUH RIWHQ WUDSSHG Eh®MYHEPWHI\ VHVWIKRIQAD \EXW L C
WHFKQRFUDWLF UHIRUPLVP K& RO WHEHOI DFFRXQWDEOH W
DQG PRYHPHQW URPDQWLFLVPRBPWRER VAUYH W GRHVQ W
RWKHU 09& WULHV WR ZDONWNKKDWPQYY¥RUG RI DOQ\WKLQJ W
FDUHIXOO\ ,W GRHV WKH zZzRYNMHKXGy SBHWRIFGPOHG DQG FOHL
HGXFDWLQJ FRQYHQLQJ FKDOOHQJLQJ ,W

QDPHV WKH SUREOHP DQG WKHQ LW DFWV

%XW SDUW RI PH DOVR ZRQGHUYV Zm

K

\
WKH YHU\ IRUP RI WKH 1#2 LV IDW VéénggyXQngvVva\)/Lc?RDHuvLc
FRPSURPLVHG ,V WKH ’

SURIHVVLRQDOLVDWLRQ RI VWUXH @ﬁ’HVFHQG WR WKH SRRU
WKH ODZ VWUDWHJLFI

LOHYLWDEOH RQFH LW PRYHV L S L) BRI

RUJDQLVDWLRQDO UHJLVWHU" , HHV%EFQJ% ROV TR GE!

RI GHSROLWLFLVDWLRQ EDNHG L W K

VWUXFWXUH LOWR WKH IXQGLQJ F\FOHV WKH

SURMHFW PHWULFV WKH VRIW ODQJXDJH RI

VWDNHKROGHU HQJDJHPHQW"

7TKHVH DUHQ W DFFXVDWLRQV 7KH\ UH UHDO
TXHVWLRQV $QG ZKDW LPSUHVVHG PH
DERXW 09& WKURXJKRXW WKLV SURFHVV LV
WKDW LW DVNV WKRVH TXHVWLRQV RI LWVHOI
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7KHUH V D NLQG RI LQWHJULWKLL\Q WAISRWW LV D UHFRUG RI Z
ZLOOLQJQHVV WR VWD\ FORVHXMRLWKW DORRQ@GZDJHU WKDW
WR WKLQN ZLWK PRYHPHQWVKRZWXKHU BMKDNHQ LV VWLOO ZR
VSHDN IRU WKHP DQG WR XVGIHMKHPCWRROMIMWVLQ WKH DEVWU
KDV ZLWKRXW PLVWDNLQJ WHONPDI@ HEHQ LWVHOI EXW DV C
VROXWLRQ 09& LVQ W SUHWNQEXQJOMKRWH ZKHUH WKH SHR
WUDQVSDUHQF\ ODZV RU HO HHHRUDWLWAMIRQFPRXW Rl WKH RII
ZLOO UHPDNH WKH FRXQWU\ VX W@ Q WQWLVW RQ VKRZLQJ XS
WU\LQJ WR GHIHQG WKH FRQGALWWRQV X6WELHOW LQVLVW RQ Gt
ZKLFK D PRUH MXVW PRUH DWKRIPYWOEBW
SROLWLFDO FXOWXUH PLJKW VWLOO EH SRVVLEOH

I WKDW V QRW ZRUWK ZULWLQJ
7KDW PLJKW VRXQG PRGHVW GRRWNVLIQQRZ ZKDW LV
FRXQWU\ ZKHUH F\QLFLVP KDV EHFRPH
FRPPRQ VHQVH DQG ZKHUH HMID@ MDKH6 KRN L
ODQJXDJH RI GHPRFUDF\ FD QL RYHH® ZIRW Q
RXW PRGHVW\ LV VRPHWLPHV D IRUP RI
FRXUDJH
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