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• (QYLURQPHQWDO�WD[HV�DQG�FKDUJHV�KDYH�EHHQ�WKH�VXEMHFW�RI�ZLGHVSUHDG
H[SHULPHQWDWLRQ�DQG�LPSOHPHQWDWLRQ�LQ�PDQ\�(XURSHDQ�FRXQWULHV��HVSHFLDOO\�LQ

1RUWK�(XURSH��GXULQJ�WKH�����V��7KLV�LV�SDUW�RI�D�SURFHVV�RI�PDNLQJ�JUHDWHU�XVH�RI

PDUNHW�EDVHG�LQVWUXPHQWV�LQ�HQYLURQPHQWDO�SROLF\�DQG�RI�LQWHJUDWLQJ�HQYLURQPHQWDO

SROLF\�LQWR�RWKHU�SROLF\�DUHDV��LQFOXGLQJ�ILVFDO�SROLF\�

• ,QFOXGLQJ�HQYLURQPHQWDO�WD[HV�DPRQJ�HQYLURQPHQWDO�SROLF\�LQVWUXPHQWV�RIIHUV�WKH
SURVSHFW�RI�PHHWLQJ�HQYLURQPHQWDO�REMHFWLYHV�PRUH�FRVW�HIIHFWLYHO\�WKDQ�WKURXJK

WRWDO�UHOLDQFH�RQ�UHJXODWLRQV��6XFK�WD[HV�DOVR�VHHN�WR�LQFRUSRUDWH�WKH�FRVWV�RI

HQYLURQPHQWDO�GDPDJH�LQWR�WKH�PDUNHW�SULFHV�RI�WKH�UHVSRQVLEOH�JRRGV�DQG

DFWLYLWLHV��,Q�DGGLWLRQ�WKH\�KDYH�EHHQ�LQWURGXFHG�WR�UDLVH�UHYHQXH�WR�ILQDQFH�UHODWHG

HQYLURQPHQWDO�SROLF\��FRVW�FRYHULQJ�FKDUJHV���WR�LQGXFH�OHVV�HQYLURQPHQWDOO\

GDPDJLQJ�SDWWHUQV�RI�HFRQRPLF�EHKDYLRXU��LQFHQWLYH�WD[HV���DQG�WR�UDLVH�UHYHQXH

RYHU�DQG�DERYH��RU�LQGHSHQGHQWO\�RI��WKDW�UHTXLUHG�IRU�HQYLURQPHQWDO�SROLF\

�UHYHQXH�UDLVLQJ�WD[HV���6RPHWLPHV�WKH�UHYHQXH�PD\�EH�XVHG�WR�UHGXFH�WKH�WD[

EXUGHQ�RQ�ODERXU��ZLWK�D�YLHZ�WR�UHGXFLQJ�XQHPSOR\PHQW��D�UHYHQXH�QHXWUDO�WD[

VKLIW�ZKLFK�KDV�EHHQ�FDOOHG�JUHHQ�WD[�UHIRUP��1RUZD\��6ZHGHQ��'HQPDUN�DQG�WKH

1HWKHUODQGV��KDYH�DOUHDG\�FDUULHG�RXW�OLPLWHG�JUHHQ�WD[�UHIRUPV�DQG�KDYH�HVWDEOLVKHG

JRYHUQPHQWDO�FRPPLVVLRQV�WR�VHH�ZKHWKHU�VXFK�UHIRUPV�PD\�EH�WDNHQ�IXUWKHU�

• 'HVSLWH�WKHLU�OLNHO\�EHQHILWV��WKH�LQWURGXFWLRQ�RI�HQYLURQPHQWDO�WD[HV�KDV�LQ�WKH�SDVW
EHHQ�RSSRVHG�E\�EXVLQHVV�UHSUHVHQWDWLYHV��HQYLURQPHQWDOLVWV�DQG�DGPLQLVWUDWRUV�

7KH�PRVW�LPSRUWDQW�FXUUHQW�REVWDFOHV�WR�WKHLU�LQWURGXFWLRQ�DUH�XQFHUWDLQWLHV�DERXW

WKHLU�HIIHFWV��WKHLU�SRVVLEOH�FRPSOH[LWLHV��DQG�EXVLQHVV�FRQFHUQV�DERXW

FRPSHWLWLYHQHVV��)RU�H[DPSOH��ZLWK�UHJDUG�WR�WKH�XQFHUWDLQWLHV��QHLWKHU�HFRQRPLF

WKHRU\�QRU�VLPXODWLRQ�PRGHOOLQJ�KDYH�EHHQ�DEOH�WR�HVWDEOLVK�FRQFOXVLYHO\�ZKHWKHU

JUHHQ�WD[�UHIRUP�ZLOO�LQFUHDVH�HPSOR\PHQW�RU�QRW��,Q�JHQHUDO�PRGHO�UHVXOWV�LQ

(XURSH�VXJJHVW�WKDW�LW�ZRXOG��EXW�WKH�LQFUHDVH�PD\�EH�VPDOO�

• (IIHFWV�RI�HQYLURQPHQWDO�WD[HV�RQ�FRPSHWLWLYHQHVV�FDQ�EH�PLWLJDWHG�E\�H[HPSWLQJ�RU
JLYLQJ�FRQFHVVLRQV�WR�YXOQHUDEOH�VHFWRUV��E\�PDNLQJ�ERUGHU�WD[�DGMXVWPHQWV�RU

WKURXJK�LQWHUQDWLRQDO�KDUPRQLVDWLRQ�RI�WKH�WD[HV��7KHUH�DUH�SUREOHPV�ZLWK�HDFK�RI

WKHVH�DSSURDFKHV��WKH�ILUVW�GLPLQLVKHV�WKH�HIIHFWLYHQHVV�RI�WKH�WD[�DQG�LQFUHDVHV�WKH

FRVW�RI�DWWDLQLQJ�JLYHQ�HQYLURQPHQWDO�REMHFWLYHV��WKH�VHFRQG�UXQV�WKH�ULVN�RI

SURWHFWLRQLVP�LQ�GLVJXLVH�DQG�PD\�UXQ�FRXQWHU�WR�LQWHUQDWLRQDO�WUDGH�UXOHV��WKH�WKLUG

LV�GLIILFXOW�WR�QHJRWLDWH��HVSHFLDOO\�RQ�D�ZRUOGZLGH�EDVLV��DQG�LV�VRPHWLPHV�VHHQ�WR

FRQIOLFW�ZLWK�WKH�SULQFLSOHV�RI�VRYHUHLJQW\�DQG�VXEVLGLDULW\�

• ,Q�D�PDUNHW�HFRQRP\�VWDUWLQJ�IURP�D�VLWXDWLRQ�RI�HQYLURQPHQWDO�XQVXVWDLQDELOLW\�
HQYLURQPHQWDO�WD[HV�DUH�QHHGHG�ERWK�WR�UHGXFH�UHVRXUFH�XVH�WR�D�VXVWDLQDEOH�OHYHO

DQG��LI�WKH�HFRQRP\�LV�JURZLQJ��WKH\�ZLOO�WKHQ�EH�UHTXLUHG�DW�DQ�LQFUHDVLQJ�UDWH�WR

NHHS�LW�WKHUH��(YHQ�DOOLHG�WR�RWKHU�LQVWUXPHQWV��FXUUHQW�UDWHV�RI�HQYLURQPHQWDO�WD[HV

ZLOO�QRW�DFKLHYH�WKLV�REMHFWLYH��7KHLU�IXUWKHU�LPSOHPHQWDWLRQ�SUREDEO\�GHSHQGV�RQ

VRPH�LQWHUQDWLRQDO�KDUPRQLVDWLRQ��ERWK�ZLWKLQ�WKH�(8�DQG�PRUH�ZLGHO\��+RZHYHU�

LW�LV�QRW�\HW�FOHDU�KRZ�WKLV�KDUPRQLVDWLRQ�ZLOO�FRPH�DERXW�
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5HIHUHQFHV

$SSHQGL[��� ([HFXWLYH�6XPPDU\�RI�WKH�)XOO�5HSRUW�RI�WKH�:RUNVKRS

$SSHQGL[��� /LVW�RI�3DSHUV�3UHVHQWHG�DW�WKH�:RUNVKRS�DQG�WKHLU�$XWKRUV

1RWH��LQ�ZKDW�IROORZV�UHIHUHQFHV�WR�ZRUNVKRS�SDSHUV�DUH�VLPSO\�JLYHQ�E\�WKH�DXWKRU¶V

QDPH��UHIHUHQFHV�WR�RWKHU�GRFXPHQWV�JLYH�D�GDWH�DV�ZHOO�DQG�WKH�GRFXPHQWV�DUH�OLVWHG

LQ�WKH�5HIHUHQFHV�DW�WKH�HQG�RI�WKLV�UHSRUW�
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7KLV�EULHILQJ�LV�RQH�RI�D�VHULHV�SUHSDUHG�DV�DQ�RXWSXW�IURP�WKH�ZRUNVKRS�RQ

HQYLURQPHQWDO�WD[HV�DQG�FKDUJHV�RUJDQLVHG�E\�WKH�(XURSHDQ�)RXQGDWLRQ�IRU�WKH

,PSURYHPHQW�RI�/LYLQJ�DQG�:RUNLQJ�&RQGLWLRQV�LQ�)HEUXDU\�������7KH�RWKHU�EULHILQJV

DUH�GLUHFWHG�DW�EXVLQHVVHV�DQG�WKHLU�UHSUHVHQWDWLYH�RUJDQLVDWLRQV��HPSOR\HHV�DQG�WUDGH

XQLRQV��SROLF\�PDNHUV�DQG�DGYLVHUV��ORFDO�JRYHUQPHQW�RIILFLDOV��QRQ�JRYHUQPHQWDO

RUJDQLVDWLRQV��DQG�UHVHDUFKHUV��$�IXOO�UHSRUW�RI�WKH�ZRUNVKRS��ZLWK�WKH�SDSHUV�WKDW

ZHUH�JLYHQ�DW�LW��LV�SXEOLVKHG�E\�WKH�(XURSHDQ�)RXQGDWLRQ�DV�D�:RUNLQJ�3DSHU��8QOHVV

RWKHUZLVH�UHIHUHQFHG��GHWDLOV�RI�HQYLURQPHQWDO�WD[HV�LQ�WKLV�VXPPDU\�DUH�WDNHQ�IURP

WKH�IXOO�UHSRUW�

7KH�URRW�FDXVH�RI�HQYLURQPHQWDO�GDPDJH�LV�WKH�TXDQWLW\�RI�PDWWHU�DQG�HQHUJ\�WKDW�DUH

LQYROYHG�LQ�KXPDQ�SURGXFWLRQ�DQG�FRQVXPSWLRQ��VRPHWLPHV�FDOOHG�WKH�HFRQRP\¶V

µPDWHULDO�WKURXJKSXW¶��DQG�WKH�GHVWUXFWLYH�TXDOLW\�RI�WKDW�WKURXJKSXW��(QYLURQPHQWDO

GDPDJH�FDQ�EH�UHGXFHG�E\�UHGXFLQJ�HLWKHU�WKH�TXDQWLW\�RI�WKURXJKSXW�RU�LWV�GHVWUXFWLYH

TXDOLW\��IRU�H[DPSOH��HLWKHU�UHGXFLQJ�WKH�FRQVXPSWLRQ�RI�HQHUJ\��RU�FRQVXPLQJ�OHVV

SROOXWLQJ�IRUPV�RI�LW���,Q�D�PDUNHW�HFRQRP\�RQH�ZD\�RI�DFKLHYLQJ�WKHVH�JRDOV�LV�WR�UDLVH

WKH�SULFH�RI�HDFK�XQLW�RI�UHVRXUFH�XVH�LQ�SURSRUWLRQ�WR�LWV�GHVWUXFWLYH�TXDOLW\��6XFK�D

SULFH�LQFUHDVH�FDQ�EH�DFKLHYHG�WKURXJK�WKH�LPSRVLWLRQ�RI�HQYLURQPHQWDO�WD[HV�DQG

FKDUJHV�

7KH�UDWLRQDOH�IRU�HQYLURQPHQWDO�WD[HV�LV�WKHUHIRUH�WR�VHHN�WR�HQVXUH�WKDW�WKH�XVH�RI

HQYLURQPHQWDO�UHVRXUFHV��ZKHWKHU�LQ�WHUPV�RI�WKH�GHSOHWLRQ�RI�UHVRXUFHV�RU�WKH

GLVFKDUJH�RI�ZDVWHV�LQWR�WKH�HQYLURQPHQW��WRJHWKHU�ZLWK�DQ\�DVVRFLDWHG�FRVWV��DUH

UHIOHFWHG�LQ�WKH�FRVWV�SDLG�E\�WKH�XVHUV��,QFUHDVLQJO\�HQYLURQPHQWDO�WD[HV�DQG�FKDUJHV

DUH�EHLQJ�VHHQ�DV�D�ZD\�RI�LPSOHPHQWLQJ�HQYLURQPHQWDO�SROLF\�PRUH�FRVW�HIIHFWLYHO\

WKDQ�WKURXJK�D�WRWDO�UHOLDQFH�RQ�UHJXODWLRQ��7KH\�DUH�DOVR�UHJDUGHG�DV�D�ZD\�RI

LQWHJUDWLQJ�HQYLURQPHQWDO�SROLFLHV�LQWR�RWKHU�SROLF\�DUHDV��LQ�D�FRQWH[W�RI�D�SROLF\

FRPPLWPHQW�WR�HQYLURQPHQWDOO\�VXVWDLQDEOH�GHYHORSPHQW��ZKLFK��RQ�VRPH

LQWHUSUHWDWLRQV��GHPDQGV�D�VXEVWDQWLDO�UHGXFWLRQ�LQ�FXUUHQW�OHYHOV�RI�UHVRXUFH�XVH�DQG

ZDVWH�GLVFKDUJH��%HFDXVH�HQYLURQPHQWDO�WD[HV�WHQG�WR�PDNH�HQYLURQPHQWDOO\�LQWHQVLYH

SURGXFWV�DQG�SURFHVVHV�PRUH�H[SHQVLYH��RYHU�WLPH�WKH\�PD\�KHOS�WR�FKDQJH�WKH

VWUXFWXUH�RI�ERWK�SURGXFWLRQ�DQG�FRQVXPSWLRQ��SURGXFHUV�ZLOO�KDYH�DQ�LQFHQWLYH�WR

PDNH�PRUH�HIILFLHQW��WKHLU�XVH�RI�HQYLURQPHQWDO�UHVRXUFHV��DQG�WR�VZLWFK�WR�SURFHVVHV

DQG�LQSXWV�ZKLFK�DUH�OHVV�HQYLURQPHQWDOO\�GDPDJLQJ��DQG�FRQVXPHUV�ZLOO�KDYH�DQ

LQFHQWLYH�WR�VZLWFK�WR�PRUH�HQYLURQPHQWDOO\�IULHQGO\�SURGXFWV�DQG�FRQVXPSWLRQ

DFWLYLWLHV�

:KHUH�PRUH�HQYLURQPHQWDOO\�IULHQGO\�SURGXFWV�DQG�SURFHVVHV�DUH�PRUH�ODERXU�LQWHQVLYH

WKDQ�WKRVH�WKH\�UHSODFH��WKHQ�WKLV�FKDQJH�LQ�WKH�VWUXFWXUH�RI�DFWLYLW\�ZLOO�EH�OLNHO\�WR

LQFUHDVH�HPSOR\PHQW��(PSOR\PHQW�PLJKW�DOVR�EH�LQFUHDVHG�E\�XVLQJ�WKH�UHYHQXHV�IURP

HQYLURQPHQWDO�WD[HV�WR�UHGXFH�WD[HV�RQ�ODERXU�

7KH�IROORZLQJ�UHSRUW�H[SORUHV�WKHVH�LVVXHV�LQ�PRUH�GHSWK�DQG�LGHQWLILHV�VRPH�RI�WKH

REVWDFOHV�WR�LPSOHPHQWLQJ�HQYLURQPHQWDO�WD[HV�ZKLFK�KDYH�UHVXOWHG�LQ�WKHLU�VORZHU

LQWURGXFWLRQ�WKDQ�WKHLU�EHQHILWV�ZRXOG�VHHP�WR�ZDUUDQW�
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,,�� 2EMHFWLYHV�2I�(QYLURQPHQWDO�7D[HV�$QG�&KDUJHV

$Q�HQYLURQPHQWDO�WD[�RU�FKDUJH�LV�D�JRYHUQPHQW�LPSRVHG�REOLJDWLRQ�RQ�XVHUV�RI�WKH

HQYLURQPHQW�WR�SD\�IRU�WKDW�XVH��7KH�WD[�RU�FKDUJH�PD\�EH�LPSRVHG�RQ�SURGXFHUV�RU

FRQVXPHUV��DOWKRXJK��DV�ZLWK�RWKHU�WD[HV��WKRVH�ZKR�DUH�VWULFWO\�OLDEOH�IRU�WKH�WD[�PD\

EH�DEOH�WR�SDVV�LW�RQ�ZKROO\�RU�SDUWLDOO\�WR�RWKHUV��DQG�WKLV�PD\�EH�LPSRUWDQW�IRU�WKH

LQFHQWLYH�HIIHFWV�RI�WKH�WD[���DQG�LW�PD\�UHODWH�WR�WKH�H[WUDFWLRQ�DQG�RU�XVH�RI�UHVRXUFHV

IURP�WKH�HQYLURQPHQW��RU�WKH�UHWXUQ�RI�ZDVWHV�WR�LW�

$�XVH�RI�WKH�HQYLURQPHQW��VXFK�DV�GLVFKDUJLQJ�ZDVWHV�LQWR�LW��PD\�LPSRVH�FRVWV�RQ

RWKHU�SHRSOH��2QH�RI�WKH�FKDUDFWHULVWLFV�RI�PDQ\�HQYLURQPHQWDO�FRVWV��LV�WKDW�WKH\

DUH�QRW�LQFRUSRUDWHG�LQWR�WKH�SULFHV�RI�WKH�JRRGV�RU�DFWLYLWLHV�ZKLFK�FDXVHG�WKHP�

7KH\�DUH�ZKDW�DUH�NQRZQ�DV�µH[WHUQDOLWLHV¶��RU�H[WHUQDO�FRVWV��(QYLURQPHQWDO�WD[HV�DQG

FKDUJHV�VHHN�WR�LQWHUQDOLVH�WKHVH�H[WHUQDO�FRVWV��RU�DOWHUQDWLYHO\�WKH�FRVWV�RI�SUHYHQWLQJ

HQYLURQPHQWDO�GDPDJH��LQWR�WKH�PDUNHW�SULFHV�RI�WKH�UHVSRQVLEOH�JRRGV�DQG�DFWLYLWLHV�

7KH\�DUH�WKXV�D�ZD\�RI�LPSOHPHQWLQJ�WKH�3ROOXWHU�3D\V�3ULQFLSOH��WR�ZKLFK�WKH

FRXQWULHV�RI�WKH�2(&'�FRPPLWWHG�WKHPVHOYHV�LQ�������(QYLURQPHQWDO�WD[HV�DQG

FKDUJHV�DUH�RIWHQ�WKH�EHVW�ZD\�WR�FRQWURO�QRQ�SRLQW�SROOXWLRQ�DQG�RWKHU�KDUG�WR

UHJXODWH�VRXUFHV��%\�DOVR�JLYLQJ�LQFHQWLYHV�IRU�WKH�FKHDSHVW�PHDQV�RI�SUHYHQWLQJ

HQYLURQPHQWDO�GDPDJH�WR�EH�LPSOHPHQWHG�ILUVW��WKHVH�WD[HV�RIIHU�WKH�SURVSHFW�RI

PHHWLQJ�HQYLURQPHQWDO�REMHFWLYHV�PRUH�FRVW�HIIHFWLYHO\�WKDQ�WRWDO�UHOLDQFH�RQ

UHJXODWLRQV�

,Q�DGGLWLRQ�HQYLURQPHQWDO�WD[HV�KDYH�EHHQ�LQWURGXFHG�IRU�RQH�RU�PRUH�RI�WKUHH�SRVVLEOH

EURDG�UHDVRQV�

����7R�FRQWULEXWH�WR�RU�FRYHU�WKH�FRVWV�RI�HQYLURQPHQWDO�PRQLWRULQJ�DQG�FRQWURO

�FRVW�FRYHULQJ�FKDUJHV��

����7R�PLWLJDWH�HQYLURQPHQWDO�SUREOHPV�E\�EULQJLQJ�DERXW�FKDQJHV�LQ�WKH�EHKDYLRXU

WKDW�LV�FRQWULEXWLQJ�WR�WKHP��LQFHQWLYH�WD[HV��

����7R�UDLVH�UHYHQXH�EH\RQG��RU�LQGHSHQGHQWO\�RI��WKDW�UHTXLUHG�IRU�HQYLURQPHQWDO

PRQLWRULQJ�DQG�FRQWURO��UHYHQXH�UDLVLQJ�WD[HV���,Q�WKLV�FDVH��WKH�UHYHQXH�PD\�EH

XVHG�WR�UHGXFH�WKH�WD[�EXUGHQ�RQ�ODERXU��ZLWK�D�YLHZ�WR�UHGXFLQJ�XQHPSOR\PHQW�

D�UHYHQXH�QHXWUDO�WD[�VKLIW�ZKLFK�KDV�EHHQ�FDOOHG�JUHHQ�WD[�UHIRUP�

,W�LV�RI�FRXUVH�SRVVLEOH�IRU�WKH�VDPH�WD[�RU�FKDUJH�WR�VHUYH��RU�EH�LQWHQGHG�WR�VHUYH�

PRUH�WKDQ�RQH�RI�WKH�DERYH�REMHFWLYHV�EXW��EHFDXVH�WKH�REMHFWLYHV�DUH�QRW�HQWLUHO\

FRPSOHPHQWDU\��LW�LV�QHFHVVDU\�WR�EH�FOHDU�DERXW�WKH�RUGHU�RI�SULRULW\�IRU�DQ\�SDUWLFXODU

PHDVXUH

&RVW�&RYHULQJ�&KDUJHV

7KH�OHY\LQJ�RI�FKDUJHV�RQ�WKRVH�PDNLQJ�XVH�RI�WKH�HQYLURQPHQW�WR�FRQWULEXWH�WR�RU

FRYHU�WKH�FRVW�RI�PRQLWRULQJ�RU�FRQWUROOLQJ�WKDW�XVH�KDV�ORQJ�EHHQ�SDUW�RI

HQYLURQPHQWDO�SROLF\�LQ�PDQ\�FRXQWULHV�DQG��DV�DOUHDG\�QRWHG��LV�LQ�DFFRUGDQFH�ZLWK�WKH

3ROOXWHU�3D\V�3ULQFLSOH�WKDW�KDV�EHHQ�D�JXLGLQJ�SULQFLSOH�LQ�2(&'�FRXQWULHV�VLQFH



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

�

������:KHUH�WKH\�SD\�IRU�D�VSHFLILF�VHUYLFH�WR�WKH�FKDUJH�SD\HU��WKH�FKDUJHV�DUH

WHUPHG�XVHU�FKDUJHV��:KHUH�WKH\�GR�QRW�SD\�IRU�VXFK�D�VHUYLFH��EXW�DUH�XVHG�IRU�DQ

HQYLURQPHQWDO�SXUSRVH�UHODWHG�WR�WKH�FKDUJH��WKH\�PD\EH�WHUPHG�HDUPDUNHG�FKDUJHV�

$�FRXQWU\�ZLWK�VRPH�RI�WKH�PRVW�H[WHQVLYH�H[SHULHQFH�RI�FRVW�FRYHULQJ�FKDUJHV�LV

)UDQFH��)UHQFK�HQYLURQPHQWDO�WD[HV�UDLVH�RYHU�))���ELOOLRQ�D�\HDU��RI�ZKLFK�RYHU�))�

ELOOLRQ�FRPHV�IURP�WKH�ZDVWH�UHPRYDO�WD[��ZKLOH�WKH�UHVW�FRPHV�IURP�LQGLUHFW�WD[HV�

LQFOXGLQJ�))��ELOOLRQ�IURP�ZDWHU�SROOXWLRQ�FKDUJHV������RI�WKH�LQGLUHFW�HQYLURQPHQWDO

WD[HV�DUH�HDUPDUNHG�IRU�HQYLURQPHQWDO�LPSURYHPHQW�SXUSRVHV��2WKHU�FRXQWULHV�ZLWK

HDUPDUNHG�WD[HV�LQFOXGH�WKH�1HWKHUODQGV��ZLWK�D�VXUIDFH�ZDWHU�SROOXWLRQ�WD[�DQG�D

VXUSOXV�PDQXUH�WD[��WKH�8.��ZKLFK�FKDUJHV�IRU�ZDWHU�DEVWUDFWLRQ�DQG�SROOXWLRQ��DQG

ZKRVH�QHZ�ODQGILOO�WD[�KDV�SURYLVLRQ�IRU�SD\PHQWV�RI�WD[�WR�HQYLURQPHQWDO�WUXVWV�UDWKHU

WKDQ�WKH�JRYHUQPHQW��DQG�*HUPDQ\��ZKHUH�FKDUJHV�IRU�ZDWHU�SROOXWLRQ�URVH�IURP

'0���WR�'0���SHU�XQLW�RI�SROOXWLRQ��FDOFXODWHG�DFFRUGLQJ�WR�D�IRUPXOD�WR�EULQJ

GLIIHUHQW�SROOXWDQWV�ZLWKLQ�WKH�VDPH�VFDOH��EHWZHHQ������DQG�������6PLWK�������S�����

UDLVLQJ�'0����PLOOLRQ�LQ�������RI�ZKLFK�DERXW�����ZDV�DFFRXQWHG�IRU�E\�FRVWV�RI

DGPLQLVWUDWLRQ��LELG���S�����

(DUPDUNLQJ�KDV�LWV�GDQJHUV��ZKLFK�DUH�GLVFXVVHG�LQ�GHWDLO�LQ�2(&'�������SS���II���

)RU�H[DPSOH��LW�VHHPV�WKDW�D�JUHDWHU�UDWH�RI�VXEVLG\�IURP�WKH�UHYHQXHV�IURP�WKH�)UHQFK

ZDWHU�FKDUJHV�LV�JLYHQ�WR�FDSLWDO�H[SHQGLWXUH�WKDQ�WR�ODERXU�LQWHQVLYH�RSHUDWLQJ�FRVWV�

WKHUHE\�GLVFULPLQDWLQJ�DJDLQVW�ODERXU�LQWHQVLYH�WUHDWPHQW�WHFKQRORJLHV��7KLV�LV�XQOLNHO\

WR�EH�RSWLPDO�LQ�D�VLWXDWLRQ�RI�XQHPSOR\PHQW��LQ�ZKLFK��RQ�DQRWKHU�SURJUDPPH��WKH

JRYHUQPHQW�LV�VXEVLGLVLQJ�MRE�FUHDWLRQ�LQ�HQYLURQPHQWDO�SURMHFWV�

7KHUH�LV�DOVR�WKH�SRVVLELOLW\�WKDW�HQYLURQPHQWDO�H[SHQGLWXUH�SULRULWLHV�ZLOO�FRPH�WR�EH

VHW�E\�WKH�DPRXQW�RI�PRQH\�UDLVHG�E\�WKH�FKDUJHV��UDWKHU�WKDQ�DFFRUGLQJ�WR�WKHLU�RZQ

PHULWV�FRPSDUHG�ZLWK�RWKHU�GHPDQGV�RQ�SXEOLF�H[SHQGLWXUH��:KHUH�WKH�FKDUJHV�DUH

ORZ��WKH\�PD\�QRW�UDLVH�HQRXJK�PRQH\�IRU�HIILFLHQW�HQYLURQPHQWDO�H[SHQGLWXUH�

ZKHUH�WKH\�DUH�KLJK��HLWKHU�WRR�PXFK�PRQH\�PD\�EH�VSHQW��RU�WKH�FKDUJHV�PD\�FRPH�WR

EH�YDOXHG�DV�UHYHQXH�UDLVHUV�LQ�WKHLU�RZQ�ULJKW��DQG�DEDWHPHQW�FRXOG�EH�FXUWDLOHG�WR

PDLQWDLQ�WKH�UHYHQXHV��$JDLQVW�WKHVH�GDQJHUV�PXVW�EH�SXW�WKH�SRLQW�WKDW�HDUPDUNLQJ

VRPH�DW�OHDVW�RI�DQ�HQYLURQPHQWDO�WD[�IRU�UHODWHG�HQYLURQPHQWDO�SXUSRVHV�FDQ�LQFUHDVH

WKH�SROLWLFDO�DFFHSWDELOLW\�RI�WKH�WD[��DQG�WKHUHIRUH�WKH�IHDVLELOLW\�RI�LWV�LQWURGXFWLRQ�

0RUHRYHU�6PLWK��������SS��������KDV�QRWHG�WKDW�WKHUH�PD\�EH�D�FDVH�IRU�XVLQJ

UHYHQXHV�IURP�HQYLURQPHQWDO�WD[HV�DV�VXEVLGLHV��ZKHUH��IRU�H[DPSOH��WKH�VL]H�RI�VXFK

WD[HV�LV�FRQVWUDLQHG�EHORZ�WKH�RSWLPDO�OHYHO�E\�SROLWLFDO�FRQVLGHUDWLRQV��ZKHQ�WKH

VXEVLGLHV�PD\�LQFUHDVH�WKH�HODVWLFLW\�RI�UHVSRQVH�WR�WKH�FRQVWUDLQHG�WD[��RU�ZKHUH�WKH

VXEVLG\�LQWURGXFHV�DQ�LQFHQWLYH�IRU�D�ILUP�WR�LQYHVW�LQ�SROOXWLRQ�DEDWHPHQW�ZKLFK�ZDV

RWKHUZLVH�ODFNLQJ��7KH�GHWDLOHG�VWXG\�RI�WKH�H[SHULHQFH�RI�ZDWHU�FKDUJHV�LQ�IRXU

FRXQWULHV�E\�$QGHUVHQ��������VHHPV�WR�OHQG�VRPH�HPSLULFDO�VXSSRUW�WR�WKLV�K\SRWKHVLV�

6HYHUDO�RI�WKH�VR�FDOOHG�µFRKHVLRQ¶�FRXQWULHV��*UHHFH��,UHODQG��3RUWXJDO��6SDLQ��LQ�WKH

(XURSHDQ�8QLRQ�KDYH�GHYHORSHG�KLJKO\�LQQRYDWLYH�FKDUJLQJ�V\VWHPV�IRU�WKH�XVH�RI

HQYLURQPHQWDO�UHVRXUFHV��)RU�H[DPSOH��6HW~EDO�LQ�3RUWXJDO�KDV�D�SURJUHVVLYH�VFDOH�IRU

FKDUJLQJ�KRXVHKROGV�IRU�ERWK�ZDWHU�FRQVXPSWLRQ�DQG�ZDVWH�ZDWHU�WUHDWPHQW��ZKLFK

SUHYHQWV�FKDUJHV�EHDULQJ�WRR�KHDYLO\�RQ�WKH�HVVHQWLDO�XVH�RI�ZDWHU
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,QFHQWLYH�7D[HV

,I�D�XVH�RI�WKH�HQYLURQPHQW�LV�VRFLDOO\�H[FHVVLYH��LQ�RWKHU�ZRUGV�LWV�XVH�KDV�UHDFKHG�WKH

SRLQW�ZKHUH�IXUWKHU�XVH�UHVXOWV�LQ�PRUH�FRVW�WR�VRFLHW\�WKDQ�EHQHILW���WKHQ�DSSO\LQJ�DQ

HQYLURQPHQWDO�WD[�WR�WKH�HQYLURQPHQWDO�XVH�PD\�FDXVH�WKH�XVHU�HLWKHU�WR�DEDWH�WKH

H[FHVVLYH�HQYLURQPHQWDO�HIIHFW�RU�UHGXFH�WKH�DFWLYLW\�ZKLFK�LV�JLYLQJ�ULVH�WR�LW�

7KH�RSWLPDO�WD[�PD[LPLVHV�WKH�VRFLDO�ZHOIDUH�GHULYLQJ�IURP�WKH�DFWLYLW\�

7R�GHULYH�WKH�RSWLPDO�WD[�LW�LV�QHFHVVDU\�WR�NQRZ�WKH�FRVWV�DQG�EHQHILWV�LQFXUUHG�E\

HDFK�VXFFHVVLYH�XVH�RI�WKH�HQYLURQPHQW��IRU�H[DPSOH�HDFK�VXFFHVVLYH�XQLW�RI�SROOXWLRQ�

7KH�IRUPHU�RI�WKHVH�HVSHFLDOO\�PD\�EH�VXEMHFW�WR�FRQVLGHUDEOH�XQFHUWDLQW\��EHFDXVH

HQYLURQPHQWDO�GDPDJH�LV�RIWHQ�XQSULFHG�LQ�PDUNHWV�DQG�VSUHDG�RYHU�VSDFH�DQG�WLPH

ZLWK�HIIHFWV�RQ�ERWK�SHRSOH�DQG�HFRV\VWHPV�WKDW�FDQ�EH�HLWKHU�XQNQRZQ��IRU�H[DPSOH�

LW�ZDV�PDQ\�GHFDGHV�DIWHU�WKHLU�LQWURGXFWLRQ�EHIRUH�LW�ZDV�GLVFRYHUHG�WKDW�&)&V

GDPDJH�WKH�VWUDWRVSKHULF�R]RQH�OD\HU��RU�SRRUO\�XQGHUVWRRG��IRU�H[DPSOH��WKH�FOLPDWLF

HIIHFWV�RI�LQFUHDVLQJ�DWPRVSKHULF�FRQFHQWUDWLRQV�RI�&2���DQG�RWKHU�JUHHQKRXVH�JDVHV��

:KHUH�WKH�RSWLPDO�WD[�FDQ�EH�GHULYHG��WKHQ�WKLV�SURYLGHV�D�FOHDU�DQG�DGHTXDWH�UDWLRQDOH

IRU�LWV�LQWURGXFWLRQ��$Q�H[DPSOH�RI�WKLV�LV�WKH�8.�ODQGILOO�WD[��DQQRXQFHG�LQ������DQG

GXH�WR�EH�LQWURGXFHG�LQ�2FWREHU�������3ULRU�WR�LWV�DQQRXQFHPHQW�D�IRFXVHG�UHVHDUFK

SURJUDPPH�KDG�FDOFXODWHG�WKH�HQYLURQPHQWDO�FRVWV�DVVRFLDWHG�ZLWK�ODQGILOO��DQG�WKH�WD[

ZDV�VHW�DW�D�OHYHO�WR�LQWHUQDOLVH�WKHVH�

,Q�FRQWUDVW�WR�WKH�8.�DSSURDFK�KDV�EHHQ�'HQPDUN¶V�WUHDWPHQW�RI�LWV�ODQGILOO�WD[��7KLV�ZDV

LQWURGXFHG�LQ������DW�'..���SHU�WRQQH��D�OHYHO�QRW�GLVVLPLODU�WR�WKH�LQLWLDO�8.�UDWH�

+RZHYHU��E\������WKLV�KDG�ULVHQ�E\�QHDUO\������WR�'..����SHU�WRQQH�IRU�ODQGILOO

�'..����IRU�LQFLQHUDWLRQ���%\������WKH�ODQGILOO�UDWH�LV�VFKHGXOHG�WR�EH�'..����SHU�WRQQH�

7KLV�LQFUHDVH�KDV�QRW�EHHQ�UHODWHG�WR�DQ\�FDOFXODWLRQ�RI�H[WHUQDOLWLHV��5DWKHU�WKH�WD[�LV�XVHG

DV�DQ�LQVWUXPHQW�RI�HQYLURQPHQWDO�SROLF\�WR�KHOS�DFKLHYH�WKH�JRDOV�VHW�RXW�LQ�'HQPDUN¶V

:DVWH�$FWLRQ�3ODQ��02(��������ZKLFK�VSHFLILHV�WDUJHW�OHYHOV�IRU�UHGXFWLRQV�LQ�ODQGILOO

WKURXJK�UHF\FOLQJ��UHXVH�DQG�ZDVWH�UHGXFWLRQ��7KHVH�WDUJHWV�LQ�WXUQ�GR�QRW�GHULYH�IURP�D

FRVW�EHQHILW�DQDO\VLV��EXW�DUH�WKH�UHVXOW�RI�FRQVLGHUDWLRQV�RI�ZKDW�LV�UHTXLUHG�WR�DFKLHYH

VXVWDLQDEOH�GHYHORSPHQW��,QWHUHVWLQJO\��WKH�8.�KDV�D�ZDVWH�PDQDJHPHQW�VWUDWHJ\�QRW

GLVVLPLODU�WR�'HQPDUN¶V�LQ�WKDW�LQ�HQYLVDJHV�VXEVWDQWLDO�UHGXFWLRQV�LQ�ODQGILOO�DQG�LQFUHDVHV�LQ

UHF\FOLQJ��,W�UHPDLQV�WR�EH�VHHQ�ZKHWKHU�WKH�8.�ODQGILOO�WD[�ZLOO�EH�LQFUHDVHG�LQ�RUGHU�WR

SXUVXH�WKHVH�REMHFWLYHV��DV�KDSSHQHG�LQ�'HQPDUN��RU�ZKHWKHU�WKH�WD[�ZLOO�EH�NHSW�DW�LWV

SUHVHQW�OHYHO�RI�FDOFXODWHG�RSWLPDOLW\��ZLWK�WKH�REMHFWLYHV�EHLQJ�SXUVXHG�WKURXJK�RWKHU

LQVWUXPHQWV�

7KLV�GLVWLQFWLRQ�EHWZHHQ�WKH�8.¶V�DQG�'HQPDUN¶V�LPSOHPHQWDWLRQ�RI�D�ODQGILOO�WD[�KDV

EHHQ�HODERUDWHG�EHFDXVH�LW�SURYLGHV�DQ�H[DPSOH�RI�WZR�SRVVLEOH�DSSURDFKHV�WR

LQFHQWLYH�WD[HV��:KDW�PLJKW�EH�FDOOHG�µWKH�RSWLPDO�DSSURDFK¶�GHULYHV�WKH�RSWLPDO�WD[�LQ

DGYDQFH��OHDYLQJ�WKH�EHKDYLRXUDO�DGMXVWPHQW�DQG�HQYLVDJHG�LPSURYHPHQW�LQ

HQYLURQPHQWDO�TXDOLW\�LPSOLFLW��,Q�FRQWUDVW��µWKH�LQVWUXPHQWDO�DSSURDFK¶�GHILQHV�LQ

DGYDQFH�WKH�UHTXLUHG�EHKDYLRXUDO�FKDQJH�DQG�HQYLURQPHQWDO�LPSURYHPHQW��DQG�WKHQ

XVHV�WKH�WD[�DV�DQ�LQVWUXPHQW�WR�KHOS�DFKLHYH�LW��,Q�WKLV�ODWWHU�FDVH��RI�FRXUVH��WKHUH�LV�QR

QHHG�IRU�WKH�HQYLURQPHQWDO�WD[�WR�EH�WKH�RQO\�LQVWUXPHQW�XVHG�WR�DFKLHYH�WKH

HQYLURQPHQWDO�REMHFWLYH��,QGHHG��LW�ZLOO�XVXDOO\�EH�GHVLUDEOH�IRU�RWKHU�LQVWUXPHQWV�WR�EH

HPSOR\HG�DV�ZHOO�
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,QFHQWLYH�FKDUJHV�PD\�EH�XVHG�WR�PRGHUDWH�WKH�GHPDQG�IRU�UHVRXUFHV�DV�ZHOO�DV�WR�OLPLW

WKH�GLVSRVDO�RI�ZDVWHV��,Q�WKLV�FDVH�WKH�FKDUJH�DPRXQWV�WR�D�XVHU�FKDUJH�RQ�WKH

UHVRXUFH�LQ�TXHVWLRQ��$Q�H[DPSOH�LV�WKH�ZDWHU�FKDUJH�V\VWHP�IRU�GRPHVWLF�FRQVXPHUV

LQ�*HUPDQ\������RI�ZKRVH�ELOOV�DUH�D�YROXPHWULF�FKDUJH�SHU�P
�
�FRQVXPHG��,Q�WKH�8.�

E\�FRQWUDVW��PRVW�KRXVHKROGV�SD\�D�FKDUJH�XQUHODWHG�WR�FRQVXPSWLRQ��*HUPDQ

KRXVHKROG�ZDWHU�FRQVXPSWLRQ�SHU�KHDG�LV�WKRXJKW�WR�EH�������EHORZ�WKDW�LQ�WKH�8.�

DQG�WR�KDYH�EHHQ�EURDGO\�VWDWLF�IRU�VRPH�WLPH��ZKHUHDV�8.�KRXVHKROG�ZDWHU�GHPDQG

JUHZ�E\�����IURP������������6PLWK�������S����

7D[�GLIIHUHQWLDWLRQ�PD\�DOVR�EH�DQ�HIIHFWLYH�LQFHQWLYH�LQVWUXPHQW��/RZHU�WD[HV�RQ

XQOHDGHG�SHWURO�LQ�PDQ\�FRXQWULHV�KDYH�UHVXOWHG�LQ�LW�VHFXULQJ�D�VXEVWDQWLDOO\�LQFUHDVHG

PDUNHW�VKDUH��,Q�*UHHFH�D�KLJK�WD[�RQ�FDU�RZQHUVKLS�FRPELQHG�ZLWK�D�ORZ�WD[�RQ�IXHO

KDG�OHG�WR�D�KLJK�FRQFHQWUDWLRQ�RI�ROG��IXHO�LQHIILFLHQW�FDUV�LQ�DQ�$WKHQV�FDU�IOHHW�WKDW

JUHZ�����IROG�WR�DERXW������PLOOLRQ�LQ�WKH�IRUW\�\HDUV�WR�������$�WD[�UHGXFWLRQ�IRU�FDUV

ZLWK�FDWDO\WLF�FRQYHUWHUV��WRJHWKHU�ZLWK�D�VFUDSSLQJ�UHIXQG�ZKHQ�DQ�ROG�FDU�ZDV

H[FKDQJHG��UHVXOWHG�LQ�D�SHUFHSWLEOH�VORZLQJ�RI�WKH�JURZWK�RI�WKH�IOHHW�DQG�DQ

LPSURYHPHQW�LQ�LWV�HPLVVLRQ�FKDUDFWHULVWLFV�

)LQDOO\��LQFHQWLYH�WD[HV�PD\�EH�FRQVLGHUHG�LQ�D�FRQWH[W�RI�ULVLQJ�LQFRPHV�

:KHUH�QHJDWLYH�HQYLURQPHQWDO�HIIHFWV�DUH�WKH�UHVXOW�RI�QRUPDO�DFWLYLWLHV�RI�SURGXFWLRQ

DQG�FRQVXPSWLRQ��DV�LV�XVXDOO\�WKH�FDVH��ULVLQJ�LQFRPHV�ZLOO��LQ�WKHPVHOYHV��WHQG�WR

PDJQLI\�WKH�HIIHFWV��7KLV�ZLOO�LQFUHDVH�WKH�RSWLPDO�WD[�UDWH�UHTXLUHG�WR�LQWHUQDOLVH�WKH

HIIHFW��,W�ZLOO�DOVR�QHFHVVLWDWH�D�KLJKHU�WD[�UDWH�WR�DFKLHYH�D�JLYHQ�HQYLURQPHQWDO�WDUJHW�

,Q�RWKHU�ZRUGV��ZKHWKHU�WKH�RSWLPDO�RU�LQVWUXPHQWDO�DSSURDFK�WR�HQYLURQPHQWDO

WD[DWLRQ�LV�WDNHQ��D�FRQWH[W�RI�ULVLQJ�LQFRPHV��ZLWK�QR�RWKHU�HQYLURQPHQWDO�SROLF\�WR

UHGXFH�FRQVHTXHQW�HQYLURQPHQWDO�HIIHFWV��FDOOV�IRU�DQ�LQFUHDVLQJ�HQYLURQPHQWDO�WD[�UDWH

LI�WKH�VDPH�HQYLURQPHQWDO�WDUJHWV�DUH�WR�EH�PHW��7KH�GHYHORSPHQW�RI�WKH�'DQLVK�ODQGILOO

WD[�KDV�EHHQ�FRQVLVWHQW�ZLWK�WKLV�LQVLJKW�

5HYHQXH�5DLVLQJ�7D[HV

$OO�HQYLURQPHQWDO�WD[HV�DQG�FKDUJHV�UDLVH�UHYHQXH�WR�VRPH�H[WHQW��EXW�LW�LV�LPSRUWDQW��LI

WKHLU�REMHFWLYHV�DUH�WR�EH�PHW��WKDW�WKHUH�LV�FODULW\�DV�WR�ZKHWKHU�WKLV�LV�WKH�SULQFLSDO

SXUSRVH�RI�WKH�WD[�DQG��LI�VR��ZKHUH�LW�LV�HQYLVDJHG�WKH�UHYHQXHV�ZLOO�EH�GLUHFWHG�

&KDUJHV�WKDW�DUH�LQWHQGHG�WR�FRYHU�WKH�FRVW�RI�HQYLURQPHQWDO�SROLF\�UHODWHG�WR�WKH

DFWLYLW\�RU�RXWSXW�EHLQJ�FKDUJHG�IRU�KDYH�DOUHDG\�EHHQ�GLVFXVVHG��WRJHWKHU�ZLWK�WKH

GDQJHU�WKDW�WKH�HDUPDUNLQJ�RI�UHYHQXHV�PD\�OHDG�WR�WRR�OLWWOH�RU�WRR�PXFK�EHLQJ�VSHQW

RQ�WKH�HQYLURQPHQWDO�SROLF\��,Q�FRQWUDVW��LI�DQ�HQYLURQPHQWDO�WD[�KDV�D�VXEVWDQWLDO

LQFHQWLYH�HIIHFW�LQ�WHUPV�RI�FKDQJLQJ�EHKDYLRXU��WKHQ�LW�PD\�JHQHUDWH�FRQVLGHUDEO\�OHVV

UHYHQXH�WKDQ�KDG�EHHQ�DQWLFLSDWHG��VR�WKDW�SURMHFWLRQV�IRU�H[SHQGLWXUHV�RU�WD[�VKLIWV

EDVHG�RQ�WKRVH�UHYHQXHV�ZRXOG�QHHG�WR�EH�UHYLVHG�GRZQZDUGV��)RU�H[DPSOH�

WKH�UHYHQXH�IURP�WKH�6ZHGLVK�VXOSKXU�WD[�ZDV�FRQVLGHUDEO\�ORZHU�WKDQ�KDG�EHHQ

H[SHFWHG�ZKHQ�WKH�WD[�ZDV�LQWURGXFHG�

7KH�PRVW�VXFFHVVIXO�WD[�EDVH�LQ�UHYHQXH�WHUPV�LV�RQH�ZKLFK�LV�ODUJH��LV�VSUHDG�DFURVV

PDQ\�VHFWRUV�DQG�LV�EURDGO\�XQDIIHFWHG�E\�WKH�LPSRVLWLRQ�RI�WKH�WD[��WKLV�ODVW�EHLQJ�WKH

RSSRVLWH�FKDUDFWHULVWLF�WR�WKDW�ZKLFK�LV�GHVLUHG�IRU�LQFHQWLYH�WD[�SXUSRVHV��2QH�RI�WKH

IHZ�HQYLURQPHQWDOO\�UHODWHG�WD[�EDVHV�ZKLFK�VDWLVILHV�DOO�WKHVH�FULWHULD�LV�HQHUJ\��,W�LV
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SHUKDSV�QRW�VXUSULVLQJ�WKDW�PDQ\�FRXQWULHV�KDYH�KDG�SXUHO\�UHYHQXH�RULHQWHG�HQHUJ\

WD[HV�ZHOO�EHIRUH�WKH�HQYLURQPHQWDO�LPSDFWV�RI�HQHUJ\�XVH�EHJDQ�WR�FDXVH�VHULRXV

FRQVLGHUDWLRQ�RI�WKH�LPSRVLWLRQ�RI�HQHUJ\�WD[HV�IRU�HQYLURQPHQWDO�SXUSRVHV�

$SDUW�IURP�FRQWULEXWLQJ�WRZDUGV�WKH�FRVWV�RI�UHODWHG�HQYLURQPHQWDO�SROLF\��WKHUH�DUH

WZR�PDLQ�SRVVLEOH�GHVWLQDWLRQV�IRU�WKH�UHYHQXHV�IURP�HQYLURQPHQWDO�WD[HV��2QH�LV�WKH

JHQHUDO�EXGJHW��ZKLFK�LV�ZKHUH�PRVW�UHYHQXHV�IURP�HQHUJ\�WD[DWLRQ�WR�GDWH�KDYH�HQGHG

XS��,QFUHDVLQJO\��KRZHYHU��QHZ�HQYLURQPHQWDO�WD[HV��IRU�H[DPSOH��WKH�'XWFK�VPDOO

HQHUJ\�XVHUV¶�WD[��DQG�WKH�8.�ODQGILOO�WD[��DUH�EHLQJ�LPSOHPHQWHG�LQ�D�UHYHQXH�QHXWUDO

ZD\��E\�ZKLFK�LV�PHDQW�WKDW�WKH�UDWHV�RI�RWKHU�WD[HV�DUH�UHGXFHG�DV�WKH�HQYLURQPHQWDO

WD[�LV�LPSRVHG��VR�WKDW�JRYHUQPHQW�UHYHQXHV�RYHUDOO�DUH�XQFKDQJHG��,W�LV�VRPHWLPHV

SHUFHLYHG�WKDW��LI�H[LVWLQJ�GLVWRUWLRQDU\�WD[HV�DUH�UHGXFHG�LQ�WKLV�ZD\��WKHUH�PD\�EH

JDLQV�LQ�HFRQRPLF�RXWSXW�DQG�RU�HPSOR\PHQW�IURP�VXFK�D�WD[�VKLIW��DV�ZHOO�DV�WKH

HQYLURQPHQWDO�JDLQV�IURP�DQ\�FKDQJH�LQ�EHKDYLRXU�ZKLFK�WKH�HQYLURQPHQWDO�WD[�KDV

LQGXFHG���7KLV�µGRXEOH�GLYLGHQG¶�LVVXH�LV�GLVFXVVHG�LQ�PRUH�GHWDLO�ODWHU�

,,�� 0DMRU�,VVXHV�5HODWLQJ�7R�(QYLURQPHQWDO�7D[HV

7KHUH�DUH�VHYHUDO�LVVXHV�ZKLFK�PHULW�GLVFXVVLRQ�LQ�DQ\�WUHDWPHQW�RI�HQYLURQPHQWDO

WD[DWLRQ�

(QYLURQPHQWDO�7D[HV�DV�&RPSOHPHQWV�WR�2WKHU�,QVWUXPHQWV

,W�ZLOO�RIWHQ�EH�WKH�FDVH�WKDW�HQYLURQPHQWDO�REMHFWLYHV�DUH�EHVW�SXUVXHG�ZLWK�D

FRPELQDWLRQ�RI�LQVWUXPHQWV��RI�ZKLFK�HQYLURQPHQWDO�WD[HV�PD\�EH�RQH��7KXV�RQH

ZRUNVKRS�SDSHU�UHFRPPHQGHG�WKDW�WD[HV�RQ�DFLG�SROOXWDQWV�LQ�3RODQG�VKRXOG�EH

FRQILQHG�WR�ODUJH�HPLWWHUV��ZKLOH�VPDOO�RU�GLIIXVH�VRXUFHV�DUH�VXEMHFW�WR�UHJXODWLRQ�

7KH�'DQLVK�:DVWH�$FWLRQ�3ODQ�PDNHV�XVH�RI��LQ�DGGLWLRQ�WR�ZDVWH�FKDUJHV��ZDVWH

PDSSLQJ�DQG�SODQQLQJ�DW�UHJLRQDO�DQG�ORFDO�OHYHO��YROXQWDU\�DJUHHPHQWV�ZLWK

PDQXIDFWXUHUV�DQG�LPSRUWHUV��OHJLVODWLRQ�DQG�VWDWXWRU\�RUGHUV�UHJDUGLQJ�FHUWDLQ�W\SHV

RI�ZDVWH�DQG�VXEVLGLHV�IRU�WKH�GHYHORSPHQW�RI�FOHDQHU�WHFKQRORJLHV�RU�UHF\FOLQJ

SLORW�SURMHFWV�

(QYLURQPHQWDO�7D[HV��&RPSHWLWLYHQHVV�DQG�7UDGH

1HLWKHU�WKHRU\��H[SHULHQFH�QRU�PRGHOOLQJ�FDQ�JLYH�FOHDU�JXLGDQFH�IRU�WKH�IXWXUH�RQ�WKH

LVVXH�RI�HQYLURQPHQWDO�WD[HV��FRPSHWLWLYHQHVV�DQG�WUDGH��7KHRUHWLFDOO\�WKH�LQWHUQDWLRQDO

HIIHFWV�RI�HQYLURQPHQWDO�WD[HV�DUH�GHSHQGHQW�RQ�WRR�PDQ\�XQFHUWDLQ�SDUDPHWHUV�IRU�WKH

QHW�UHVXOW�WR�EH�SUHGLFWDEOH��7KH�SDUDPHWHUV��LQFOXGH�GLIIHUHQFHV�EHWZHHQ�VPDOO�DQG

ODUJH��DQG�RSHQ�DQG�UHODWLYHO\�FORVHG�HFRQRPLHV��WKH�SRLQW�RI�LPSRVLWLRQ�RI�WKH�WD[��WKH

HFRQRPLF�LPSRUWDQFH�RI�WKH�WD[HG�UHVRXUFH�RU�DFWLYLW\��IDFWRU�PRELOLW\��PDUNHW

VWUXFWXUH��DVVXPSWLRQV�DERXW�SRVVLELOLWLHV�IRU�WHFKQLFDO�LQQRYDWLRQ��DQG�WKH�DYDLODELOLW\

RU�RWKHUZLVH�RI�ERUGHU�WD[�DGMXVWPHQWV�WR�FRXQWHUDFW�DQ\�FRPSHWLWLYHQHVV�HIIHFWV�
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$W�WKH�FRUSRUDWH�OHYHO��FRPSHWLWLYHQHVV�VLPSO\�UHIHUV�WR�WKH�DELOLW\�RI�D�EXVLQHVV�WR

VHOO�LWV�SURGXFWV�LQ�DQ�RSHQ�PDUNHW��&OHDUO\�FRVWV�DUH�RQO\�RQH�HOHPHQW��DOEHLW�DQ

LPSRUWDQW�RQH��RI�VXFK�FRPSHWLWLYHQHVV��$QRWKHU�DVSHFW��ZKLFK�VRPH�DQDO\VWV

�IRU�H[DPSOH��'H�$QGUDFD�	�0F&UHDG\�������FRQVLGHU�WR�EH�VWLPXODWHG�E\�VWULQJHQW

UHJXODWLRQV�DQG�D�KLJK�SULFH�RI�QDWXUDO�UHVRXUFHV��LV�WHFKQLFDO�G\QDPLVP�DQG�LQQRYDWLRQ�

$�JHQHUDO�ORVV�RI�FRPSHWLWLYHQHVV�DW�WKH�FRUSRUDWH�OHYHO�PD\�UHVXOW�LQ�HIIHFWV�DW�WKH

QDWLRQDO�OHYHO��DW�OHDVW�ZKLOH�WKH�HFRQRP\�DGMXVWV��VXFK�DV�LQFUHDVHG�XQHPSOR\PHQW�

UHORFDWLRQ�RI�LQGXVWULHV��DQG�FXUUHQF\�GHYDOXDWLRQ��DOO�RI�ZKLFK�DUH�RI�SROLWLFDO�FRQFHUQ�

+DYLQJ�VDLG�WKDW��ZLWK�UHJDUG�WR�H[SHULHQFH�RI�SDVW�HQYLURQPHQWDO�WD[HV�DQG�UHJXODWLRQ��WKH

UHFRUG�LV�UHODWLYHO\�FRQFOXVLYH�DQG�KDV�EHHQ�VXPPDULVHG�E\�WKH�2(&'�WKXV��³7KH�WUDGH�DQG

LQYHVWPHQW�LPSDFWV�ZKLFK�KDYH�EHHQ�PHDVXUHG�HPSLULFDOO\�DUH�DOPRVW�QHJOLJLEOH�´��2(&'

������S������+RZHYHU��WKLV�LV�SRVVLEO\�EHFDXVH�WKH�HQYLURQPHQWDO�UHJXODWLRQV�DSSOLHG�VR�IDU

KDYH�EHHQ�UHODWLYHO\�PRGHVW�FRPSDUHG�WR�WKRVH�VRPHWLPHV�FRQVLGHUHG�QHFHVVDU\�WR�PRYH

WRZDUGV�HQYLURQPHQWDO�VXVWDLQDELOLW\��DQG�WKH\�KDYH�QRW�SUHGRPLQDQWO\�EHHQ�LQ�WKH�IRUP�RI

JUHHQ�WD[HV��7KHVH�PD\�LPSRVH�KLJKHU�FRVWV�RQ�VHULRXVO\�DIIHFWHG�VHFWRUV�EHFDXVH�WKH�ILUPV

FRQFHUQHG�ZLOO�QHHG�WR�SD\�IRU�DEDWHPHQW��XS�WR�WKH�HIILFLHQW�OHYHO��DQG�IRU�UHVLGXDO

HPLVVLRQV��DOWKRXJK�WKHVH�SD\PHQWV�VKRXOG�EH�UHJDUGHG�DV�WUDQVIHUV�WKURXJK�WKH�WD[�V\VWHP

UDWKHU�WKDQ�PDFURHFRQRPLF�FRVWV�DV�VXFK���0RGHOOHUV�RI�WKH�LPSRVLWLRQ�RI�FDUERQ�WD[HV

KDYH�JRW�ZLGHO\�GLIIHULQJ�UHVXOWV�IRU�WKHLU�LPSDFWV�RQ�WUDGH�DQG�FRPSHWLWLYHQHVV��UDQJLQJ

IURP�VPDOO�DQG�SRVLWLYH�WR�VXEVWDQWLDOO\�QHJDWLYH��7KH�2(&'�FRQFOXGHV��³3UREDEO\�DOO�WKDW

FDQ�EH�VDLG�ZLWK�FRQILGHQFH�LV�WKDW�WKH�HIIHFW�RI�D�FDUERQ�WD[�SROLF\�RQ�FRPSHWLWLYHQHVV

FRXOG�EH�VXEVWDQWLDO�´��2(&'�������S����

,W�LV�WKHUHIRUH�QRW�VXUSULVLQJ�WKDW�PXFK�GLVFXVVLRQ�DW�WKH�ZRUNVKRS�DERXW�FRPSHWLWLYHQHVV

UHODWHG�WR�WKRVH�FRXQWULHV�ZKLFK�KDYH�DOUHDG\�LPSRVHG�WKHLU�RZQ�FDUERQ�WD[HV��'HQPDUN�

)LQODQG��WKH�1HWKHUODQGV��1RUZD\��6ZHGHQ��:LWK�WKH�H[FHSWLRQ�RI�)LQODQG��ZKLFK�KDV�YHU\

PXFK�WKH�ORZHVW�FDUERQ�WD[�UDWH��DOO�WKH�FRXQWULHV�KDYH�H[HPSWHG�RU�SDUWLDOO\�H[HPSWHG

WKHLU�HQHUJ\�LQWHQVLYH�LQGXVWULHV�IURP�WKHLU�FDUERQ�WD[HV��)LQODQG�LV�GUDZLQJ�XS�SODQV�WR�GR

VR�VKRXOG�LW�GHFLGH�WKDW�WKLV�LV�QHFHVVDU\�

3RVVLEOH�FRPSHWLWLYHQHVV�HIIHFWV�DUH�LPSRUWDQW�QRW�RQO\�EHFDXVH�RI�WKHLU�HFRQRPLF

LPSOLFDWLRQV��:HUH�WKH\�WR�OHDG�WR�WKH�UHORFDWLRQ�RI�SURGXFWLRQ��ZLWK�LWV�DVVRFLDWHG

HQYLURQPHQWDO�LPSDFWV��WKH\�FRXOG�DOVR�PLWLJDWH�WKH�HQYLURQPHQWDO�HIIHFWLYHQHVV�RI

D�WD[��2I�FRXUVH��LI�WKH�WD[HG�HQYLURQPHQWDO�HIIHFW�LV�SXUHO\�ORFDO��WKHQ�WKH�FRXQWU\

OHY\LQJ�WKH�WD[�DQG�ORVLQJ�WKH�EXVLQHVV�WKURXJK�UHORFDWLRQ�ZLOO�H[SHULHQFH�ORFDO

HQYLURQPHQWDO�LPSURYHPHQW��DQG�WKH�FRXQWU\�WR�ZKLFK�WKH�DFWLYLW\�LV�UHORFDWHG�ZLOO

H[SHULHQFH�HQYLURQPHQWDO�GHWHULRUDWLRQ���%XW�LI�WKH�HQYLURQPHQWDO�HIIHFW�LV�JOREDO��H�J�

FOLPDWH�FKDQJH�IURP�&2��HPLVVLRQV���VXFK�WKDW�LW�LV�LQGHSHQGHQW�RI�ZKHUH�HPLVVLRQV

WDNH�SODFH��WKHQ�WKH�OHDNDJH�RI�HPLVVLRQV�IURP�RQH�FRXQWU\�WR�DQRWKHU�PD\�PHDQ�WKDW

WKHUH�LV�QR�HQYLURQPHQWDO�JDLQ�IURP�WKH�WD[�DW�DOO�

$WWHPSWLQJ�WR�PLWLJDWH�RU�FRPSHQVDWH�IRU�FRPSHWLWLYHQHVV�HIIHFWV�FDQ�GLVWRUW�RU�UHGXFH

WKH�HIIHFWLYHQHVV�RI�HQYLURQPHQWDO�SROLF\�LQ�DW�OHDVW�WKUHH�ZD\V�

����)RU�HFRQRPLF�HIILFLHQF\�DOO�HPLWWHUV�RI�D�WD[HG�HPLVVLRQ�VKRXOG�IDFH�WKH�VDPH�WD[

UDWH��<HW�EHFDXVH�RI�IHDUV�DERXW�FRPSHWLWLYHQHVV��WKH�WD[�UDWH�RQ�KLJK�HPLVVLRQ

VHFWRUV�FDQ�EH�ZHOO�EHORZ�WKDW�RQ�VPDOOHU�HPLVVLRQ�VHFWRUV�RU�KRXVHKROGV�

7KLV�PHDQV�LQ�WXUQ�WKDW��LQ�RUGHU�WR�DFKLHYH�D�FHUWDLQ�HPLVVLRQ�UHGXFWLRQ��WKH�WD[�UDWH
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RQ�ORZHU�HPLVVLRQ�VHFWRUV�DQG�KRXVHKROGV�LV�KLJKHU�WKDQ�LW�ZRXOG�RWKHUZLVH�QHHG�WR

EH��ZKLFK�LQWURGXFHV�IXUWKHU�LQHIILFLHQF\��)RU�H[DPSOH��ZKHQ�6ZHGHQ�UHVWUXFWXUHG

LWV�&2��WD[�LQ�������DQG�UHGXFHG�LW�VXEVWDQWLDOO\�RQ�LQGXVWU\�DQG�FRPPHUFLDO

KRUWLFXOWXUH��LW�UDLVHG�LW�IURP�6(.����WR�6(.����SHU�WRQQH�&2��IRU�RWKHU�XVHUV�LQ

RUGHU�WR�PDNH�XS�IRU�WKH�IDOO�LQ�UHYHQXH��2(&'�������S������7KH�VSUHDG�RI�WKH�&2�

WD[�ZDV�WKHQ�6(.����IRU�LQGXVWU\�DQG�KRUWLFXOWXUH��WR�6(.����IRU�HYHU\RQH�HOVH�

7KLV�LV�D�VRXUFH�RI�HFRQRPLF�LQHIILFLHQF\�

����$Q�HQYLURQPHQWDO�WD[�VKRXOG�EH�OHYLHG�DV�FORVH�WR�WKH�DFWXDO�HQYLURQPHQWDO�HIIHFW�DV

SRVVLEOH��)RU�&2��HPLVVLRQV�WKH�PRVW�FRQYHQLHQW�DQG�HIILFLHQW�WD[�EDVH�LV�WKH

SULPDU\�IXHO�VRXUFH��%HFDXVH�GLIIHUHQW�IRVVLO�IXHOV�KDYH�GLIIHUHQW�FDUERQ�LQWHQVLWLHV��D

WD[�RQ�WKHVH�IXHOV�EDVHG�RQ�WKHLU�FDUERQ�LQWHQVLW\�ZLOO�HQFRXUDJH�VZLWFKLQJ�WRZDUGV

ORZ�FDUERQ�IXHOV��6XFK�DQ�HIIHFW�PD\�EH�SDUWLFXODUO\�LPSRUWDQW�ZLWK�UHJDUG�WR

UHGXFLQJ�FDUERQ�HPLVVLRQV�IURP�HOHFWULFLW\�JHQHUDWLRQ��EHFDXVH�HOHFWULFLW\�FDQ�EH

JHQHUDWHG�XVLQJ�DOO�WKH�IRVVLO��DV�ZHOO�DV�VRPH�QRQ�IRVVLO��IXHOV��<HW�)LQODQG��ZKLFK

LQLWLDOO\�WD[HG�WKH�IXHO�LQSXWV�LQWR�HOHFWULFLW\�DFFRUGLQJ�WR�WKHLU�FDUERQ�FRQWHQW��KDV

GHFLGHG�WR�WD[�HOHFWULFLW\�GLUHFWO\��,WV�SUHYLRXV�V\VWHP�WD[HG�LPSRUWV�RI�HOHFWULFLW\�DW

VRPH�DYHUDJH�OHYHO�EDVHG�RQ�LWV�GRPHVWLF�WD[DWLRQ��LQ�RUGHU�WR�QHXWUDOLVH�WKH�WD[¶V

FRPSHWLWLYHQHVV�HIIHFWV��6XFK�D�V\VWHP�GRHV�QRW�FRQIRUP�WR�(8�WUDGH�UHJXODWLRQV

�RU�WKRVH�RI�WKH�:RUOG�7UDGH�2UJDQLVDWLRQ���ZKLFK�VWLSXODWH�WKDW�WKHUH�PD\�EH�QR

GLIIHUHQFH�EHWZHHQ�WD[HV�RQ�GRPHVWLF�DQG�LPSRUWHG�OLNH�SURGXFWV�

����$�FRUH�FRPSRQHQW�RI�WKH�UDWLRQDOH�IRU�HQYLURQPHQWDO�WD[HV�LV�WKDW��E\�EHDULQJ�PRVW

KHDYLO\�RQ�WKH�PRVW�HQYLURQPHQWDOO\�LQWHQVLYH�VHFWRUV��WKURXJK�WKHLU�HIIHFW�RQ�SULFHV

WKH\�HQFRXUDJH�VWUXFWXUDO�FKDQJH�LQ�WKH�HFRQRP\�DZD\�IURP�WKRVH�VHFWRUV��%\

WD[LQJ�KLJK�HQHUJ\��DQG�WKHUHIRUH�KLJK�&2��HPLWWLQJ��VHFWRUV�OHVV�KHDYLO\��RU�E\

UHLPEXUVLQJ�WD[�UHYHQXHV��WKLV�LQFHQWLYH�IRU�VWUXFWXUDO�FKDQJH�LV�UHGXFHG�

$QRWKHU�LPSDFW�RI�FRQFHUQV�DERXW�FRPSHWLWLYHQHVV�RQ�HQYLURQPHQWDO�WD[HV�PD\�EH�WR

SUHYHQW�WKHLU�LQWURGXFWLRQ�DW�DOO��(VSHFLDOO\�LQ�WKH�FRQWH[W�RI�D�VPDOO��RSHQ�HFRQRP\�

VHULRXV�XVH�RI�HQYLURQPHQWDO�WD[HV�DV�PDMRU�LQVWUXPHQWV�RI�HQYLURQPHQWDO�SROLF\�PD\

VLPSO\�EH�UXOHG�RXW��)RU�H[DPSOH��*HUPDQ\�LV�QRW�FRQVLGHULQJ�WKH�LQWURGXFWLRQ�RI�D

FDUERQ�WD[�RQ�D�XQLODWHUDO�EDVLV��IRU�FRPSHWLWLYHQHVV�UHDVRQV��7KH�*HUPDQ�SDSHU�DW�WKH

ZRUNVKRS�FRQVLGHUV�WKDW��ZKHUH�WKHVH�WD[HV�DUH�GHVLUDEOH��WKH\�VKRXOG�EH�LQWURGXFHG�LQ

PRUH�WKDQ�RQH�FRXQWU\�RU��LQ�WKH�FDVH�RI�WKH�(8��DFURVV�WKH�(8�DV�D�ZKROH�

(QYLURQPHQWDO�7D[HV�DQG�'LVWULEXWLRQ

(QYLURQPHQWDO�WD[HV��OLNH�SUDFWLFDOO\�DQ\�RWKHU�SROLF\��ZLOO�LPSRVH�GLIIHUHQW�FRVWV�DQG

EHQHILWV�RQ�GLIIHUHQW�JURXSV�RI�SHRSOH��,QGHHG��WKH�FRQFHUQV�ZLWK�FRPSHWLWLYHQHVV

GLVFXVVHG�DERYH�DULVH�EHFDXVH�RI�WKH�XQHYHQ�LPSDFW�RI�HQYLURQPHQWDO�WD[HV�

IDOOLQJ�UHODWLYHO\�KHDYLO\�RQ�HQYLURQPHQWDOO\�LQWHQVLYH�VHFWRUV��$OWKRXJK�WKH�LPSDFW�RI

WKH�WD[�RQ�EXVLQHVV�PD\�EH�QHXWUDO�RYHUDOO��HVSHFLDOO\�LI�WKH�UHYHQXHV�WDNHQ�IURP

EXVLQHVV�DUH�UHF\FOHG�WR�LW�LQ�VRPH�ZD\��DQG�VRPH�VHFWRUV�PD\�EHQHILW�IURP�WKH�SROLF\�

WKHUH�ZLOO�DOVR�EH�ORVLQJ�VHFWRUV��$V�KDV�EHHQ�VHHQ��ZKHUH�WKH�ORVLQJ�VHFWRUV�DUH

HFRQRPLFDOO\�RU�SROLWLFDOO\�VLJQLILFDQW��WKHVH�GLVWULEXWLRQDO�UHVXOWV�RI�WKH�WD[�PD\

LQFUHDVH�WKH�GLIILFXOW\�RI�LQWURGXFLQJ�LW�

$QRWKHU�JURXS�WKDW�LV�SRWHQWLDOO\�YXOQHUDEOH�WR�HQYLURQPHQWDO�WD[HV�LV�ORZ�LQFRPH

FRQVXPHUV�DQG�KRXVHKROGV��7KLV�LV�EHFDXVH�VRPH�HQYLURQPHQWDOO\�VHQVLWLYH�JRRGV�

VXFK�DV�HQHUJ\�RU�ZDWHU��PD\�EH�UHODWLYHO\�PRUH�LPSRUWDQW�LQ�WKH�H[SHQGLWXUH�RU
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FRQVXPSWLRQ�RI�ORZ�LQFRPH�JURXSV�WKDQ�RI�ULFKHU�JURXSV��$V�ZLWK�LVVXHV�RI

FRPSHWLWLYHQHVV��WKHVH�SRVVLEOH�GLVWULEXWLRQDO�HIIHFWV�RQ�ORZ�LQFRPH�JURXSV�ZDUUDQW

VHULRXV�SROLWLFDO�DWWHQWLRQ�ZKHQ�HQYLURQPHQWDO�WD[HV�DUH�EHLQJ�GHVLJQHG��LI�SXEOLF

VXSSRUW�IRU�WKH�WD[HV�LV�WR�EH�VHFXUHG��7KH�LQDELOLW\�RI�WKH�%ULWLVK�*RYHUQPHQW�LQ�����

WR�UDLVH�9$7�RQ�GRPHVWLF�IXHO�IURP����WR���ò���ZDV�DW�OHDVW�SDUWO\�GXH�WR�FRQFHUQV

DERXW�WKH�LPSDFW�RI�WKLV�WD[�LQFUHDVH�RQ�WKH�SRRU�

7ZR�EULHI�JHQHUDO�SRLQWV�DERXW�WKHVH�GLVWULEXWLRQDO�FRQFHUQV�PD\�EH�PDGH��7KH�ILUVW�

UHODWLYHO\�REYLRXV�EXW�VRPHWLPHV�RYHUORRNHG��LV�WKDW�ZLWK�DQ\�WD[�WKDW�UDLVHV�UHYHQXH

IURP�ERWK�WKH�EHWWHU�DQG�WKH�OHVV�ZHOO�RII��LW�LV�DOZD\V�SRVVLEOH�WR�IXOO\�FRPSHQVDWH�WKH

ODWWHU�IURP�WKH�UHYHQXH�UDLVHG��7KH�VHFRQG�LV�WKDW�DQ�HIIHFWLYH�FRPSHQVDWLRQ�VFKHPH

PD\�EH�FRPSOH[��DQG�QRW�HDV\�WR�GHVLJQ�LQ�RUGHU�WR�DYRLG�GLVWRUWLQJ�VHFRQGDU\�HIIHFWV�

$Q�H[DPSOH�RI�VXFK�GLVWRUWLRQV��ZKHUH�WKH�FRPSHQVDWLRQ�LV�HIIHFWHG�WKURXJK�WKH�VRFLDO

VHFXULW\�V\VWHP��PD\�EH�D�UHGXFWLRQ�LQ�WKH�GLIIHUHQFH�EHWZHHQ�ORZ�ZDJHV�DQG�WKH

EHQHILW�OHYHO��UHGXFLQJ�WKH�HPSOR\PHQW�LQFHQWLYH�RU��HTXLYDOHQWO\��LQFUHDVLQJ�WKH

PDUJLQDO�WD[�UDWH�IRU�ORZ�LQFRPH�MREV�

2QH�ZD\�RI�PLWLJDWLQJ�UHJUHVVLYH�GLVWULEXWLRQDO�HIIHFWV�LV�WR�KDYH�D�WD[�IUHH�WKUHVKROG

IRU�HVVHQWLDO�XVH�RI�WKH�WD[HG�SURGXFW��$QRWKHU�LV�WR�LQWURGXFH�WKH�WD[�SURJUHVVLYHO\�

ZLWK�KLJKHU�WD[DWLRQ�RQ�VXFFHVVLYH�EORFNV�RI�FRQVXPSWLRQ��$Q�H[DPSOH�RI�WKH�ODWWHU��DV

ZDV�VHHQ�HDUOLHU��LV�WKH�WD[�RQ�ZDWHU�FRQVXPSWLRQ�DQG�ZDVWH�ZDWHU�WUHDWPHQW�DW�6HW~EDO

LQ�3RUWXJDO�

7KH�'XWFK�VPDOO�HQHUJ\�XVHUV¶�WD[��LQWURGXFHG�LQ�������ZDV�GHVLJQHG�ZLWK�VSHFLDO

FRQVLGHUDWLRQ�JLYHQ�WR�GLVWULEXWLRQDO�FRQFHUQV��5HYHQXHV�DUH�UHF\FOHG�VHSDUDWHO\

WR�EXVLQHVVHV�DQG�KRXVHKROGV��FRUUHVSRQGLQJ�WR�WKHLU�UHVSHFWLYH�WD[�SD\PHQWV�

)RU�EXVLQHVVHV�WKH�UHF\FOLQJ�LV�PDLQO\�HIIHFWHG�WKURXJK�D�UHGXFWLRQ�LQ�HPSOR\HUV¶�QRQ�

ZDJH�ODERXU�FRVWV��)RU�KRXVHKROGV��D�WD[�IUHH�WKUHVKROG�RI�HQHUJ\�XVH�KDV�EHHQ

LQWURGXFHG��ZKLFK�DYRLGV�D�UHJUHVVLYH�EXUGHQ�RQ�ORZ�LQFRPH�KRXVHKROGV��,Q�DGGLWLRQ�

KRXVHKROGV�JHW�LQFRPH�WD[�UHOLHI�VXFK�WKDW�DQ�DYHUDJH�HQHUJ\�XVHU�LQ�HDFK�RI�IRXU

LQFRPH�JURXSV�ZLOO�EH�PDGH�QR�ZRUVH�RII�IURP�WKH�WD[��KLJKHU�DQG�ORZHU�WKDQ�DYHUDJH

HQHUJ\�XVHUV�LQ�HDFK�JURXS�ZLOO�EH�ZRUVH�DQG�EHWWHU�RII�UHVSHFWLYHO\���,W�LV�OLNHO\�WKDW

WKLV�WUDQVSDUHQW�DQG�VSHFLILF�UHYHQXH�QHXWUDOLW\��ZLWK�UHJDUG�WR�SDUWLFXODU�JURXSV�DV

ZHOO�DV�RYHUDOO��FRQWULEXWHG�VXEVWDQWLDOO\�WR�WKH�WD[¶V�DFFHSWDELOLW\�LQ�WKH�1HWKHUODQGV�

,W�LV�DOVR�WKH�PDMRU�FRPSRQHQW�LQ�WKH�*RYHUQPHQW¶V�DWWHPSW�WR�ZLQ�VRFLDO�FRQVHQVXV�RQ

WKH�WD[��DQG�LQ�SDUWLFXODU�WR�SHUVXDGH�HPSOR\HHV�QRW�WR�FODLP�IXUWKHU�FRPSHQVDWLRQ�IRU

LW�LQ�WKHLU�ZDJHV�WKDQ�LV�DOUHDG\�LQ�WKH�UHF\FOLQJ�SDFNDJH��$Q\�VXFK�GRXEOH

FRPSHQVDWLRQ�ZRXOG��RI�FRXUVH��KDYH�QHJDWLYH�PDFURHFRQRPLF�HIIHFWV��ULVNLQJ�D

ZDJH�SULFH�VSLUDO��DQG�DERUW�DQ\�SRWHQWLDO�HPSOR\PHQW�EHQHILWV�IURP�WKH�FKDQJH�LQ�WKH

UHODWLYH�SULFHV�RI�HQHUJ\�DQG�ODERXU�IDFLQJ�ORZ�HQHUJ\�XVLQJ�EXVLQHVVHV�
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,,,�� $LU�3ROOXWLRQ�7D[HV

$LU�HPLVVLRQV�ZKLFK�DUH�DVVRFLDWHG�ZLWK�HQYLURQPHQWDO�SUREOHPV�DW�WKH�JOREDO�DQG

UHJLRQDO�OHYHOV�LQFOXGH�&2��DQG�RWKHU�JUHHQKRXVH�JDVHV��FOLPDWH�FKDQJH���&)&V�DQG

RWKHU�R]RQH�GHSOHWLQJ�VXEVWDQFHV��VWUDWRVSKHULF�R]RQH�GHSOHWLRQ���WKH�R[LGHV�RI

VXOSKXU��HVSHFLDOO\�VXOSKXU�GLR[LGH�62���DQG�QLWURJHQ��12;��DFLGLILFDWLRQ���6RPH�RI

WKHVH�HPLVVLRQV��H�J��62���12;��DUH�DOVR�WURXEOHVRPH�DW�WKH�ORFDO�OHYHO��DV�DUH�DOVR�OHDG

�IURP�OHDG�LQ�SHWURO��DQG�YRODWLOH�RUJDQLF�FRPSRXQGV�

%HIRUH������WD[HV�DLPHG�DW�UHGXFLQJ�DLU�SROOXWLRQ�ZHUH�OLPLWHG�WR�WD[

GLIIHUHQWLDWLRQ�VFKHPHV��VXFK�DV�WKDW�RSHUDWLQJ�LQ�VHYHUDO�FRXQWULHV�ZLWK�UHJDUG�WR

OHDGHG�DQG�XQOHDGHG�SHWURO��ZLWK�WKH�H[FHSWLRQ�RI�HPLVVLRQ�FKDUJHV�LQ�)UDQFH�

LQWURGXFHG�LQ�������WKH�UHYHQXHV�IURP�ZKLFK�ZHUH�XVHG�IRU�DEDWHPHQW�PHDVXUHV

�2(&'�������S�����

,Q�WKH�����V��'HQPDUN��1RUZD\�DQG�6ZHGHQ�KDYH�DOO�LQWURGXFHG�VXOSKXU�WD[DWLRQ�

6ZHGHQ�LQWURGXFHG�12;�FKDUJHV�DQG�IRXU�6FDQGLQDYLDQ�FRXQWULHV�DQG�WKH�1HWKHUODQGV

LQWURGXFHG�D�WD[�RQ�FDUERQ��ZKLFK�KDV�DOUHDG\�EHHQ�GLVFXVVHG��7KH�6ZHGLVK�H[SHULHQFH

RI�VXOSKXU�WD[DWLRQ�DQG�12;�FKDUJHV�KDV�EHHQ�XQLIRUPO\�SRVLWLYH��%RWK�KDYH�KDG�WKH

GHVLUHG�LQFHQWLYH�HIIHFW�

7KH�VXOSKXU�WD[�ZDV�VHW�DW�6(.���SHU�NJ�62����7KH�DYHUDJH�FRVW�RI�WKH�DEDWHPHQW�DFWLRQ�LW

KDV�EURXJKW�DERXW�KDV�EHHQ�6(.���SHU�NJ�62����ZKLOH�WKH�UHYHQXH��DW�6(.����PLOOLRQ�LQ

���������KDV�EHHQ�VXEVWDQWLDOO\�OHVV�WKDQ�DQWLFLSDWHG�EHFDXVH�RI�LW��7KH�12;�FKDUJH�LV

SD\DEOH�RQ�D�SHU�SODQW�EDVLV�E\�D�UHODWLYHO\�VPDOO�JURXS�RI�ODUJH�HQHUJ\�XVLQJ�SODQWV�DQG�LV

FKDUJHG�RQ�WKHLU�DFWXDO�HPLVVLRQV��5HYHQXHV�IURP�WKH��FKDUJH�RI�6(.���SHU�NJ�12;��DUH

UHF\FOHG�WR�HDFK�FKDUJH�SD\LQJ�SODQW�RQ�WKH�EDVLV�RI�WKH�SURSRUWLRQ�RI�WKH�JURXS¶V�HQHUJ\

WKDW�WKH�SODQW�JHQHUDWHG��3HUKDSV��DV�D�UHVXOW�RI�WKLV�DW�OHDVW�LQ�SDUW��WRWDO�HQHUJ\�RXWSXW�IURP

WKH�SODQWV�KDV�LQFUHDVHG�HYHQ�DV�WKHLU�12;�HPLVVLRQV�KDV�GHFOLQHG��7KH�12;�WD[��SD\DEOH�RQ

PHDVXUHG�HPLVVLRQV��SUHFLVHO\�DFFRUGV�ZLWK�WKH�WKHRUHWLFDO�UHFRPPHQGDWLRQV�IRU�VXFK

WD[DWLRQ��+RZHYHU��WKH�UHTXLVLWH�PHDVXUHPHQW�RI�HPLVVLRQV�LV�H[SHQVLYH��DQG�LW�KDV�EHHQ

HVWLPDWHG�WKDW�WKH�PRQLWRULQJ�RI�WKH�12;�HPLVVLRQV�FRVWV�6(.��������SHU�SODQW��RU

6(.����SHU�WRQQH�RI�12;�DEDWHG��2(&'�������SS��������

,,,�� :DVWH�'LVSRVDO�7D[HV

+LVWRULFDOO\�WKH�PDLQ�PRGH�RI�GLVSRVDO�RI�ERWK�LQGXVWULDO�DQG�GRPHVWLF�ZDVWHV�KDV�EHHQ�WR

ODQGILOO�VLWHV��,W�KDV��KRZHYHU��EHFRPH�LQFUHDVLQJO\�DSSDUHQW�WKDW�ODQGILOOLQJ�LV�ERWK�D

SRWHQWLDO�DQG�DFWXDO�VRXUFH�RI�HQYLURQPHQWDO�FRVWV�DQG�LQYROYHV�WKH�ORVV�RI�PDWHULDOV�ZKLFK

PLJKW�EHQHILFLDOO\�EH�UHFRYHUHG�IRU�UHF\FOLQJ�RU�UHXVH��7KH�ILUVW�FRQVLGHUDWLRQ�MXVWLILHV

LPSRVLQJ�DQ�HQYLURQPHQWDO�WD[�RQ�ODQGILOO�ZDVWH��7KH�VHFRQG�KDV�UHVXOWHG�LQ�D�QXPEHU�RI

2(&'�JRYHUQPHQWV�DGRSWLQJ�WDUJHWV�IRU�LQFUHDVHG�UHF\FOLQJ�RI�WKH�ZDVWH�VWUHDP�

7KH�8.�LV�WKH�PRVW�UHFHQW�FRXQWU\�WR�LPSRVH�D�ODQGILOO�WD[��DQQRXQFHG�LQ������LW�LV�GXH�WR

FRPH�LQWR�HIIHFW�LQ�2FWREHU�������7KH�WD[��DQG�LWV�LQWURGXFWLRQ�SURFHVV��ZHOO�LOOXVWUDWH�PDQ\

RI�WKH�LVVXHV�FRQQHFWHG�ZLWK�HQYLURQPHQWDO�WD[DWLRQ��DV�LOOXVWUDWHG�LQ�%R[���
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%R[����(OHPHQWV�LQ�WKH�,QWURGXFWLRQ�RI�WKH�8.�/DQGILOO�7D[

• 7D[�EDVH��7KH�GHFLVLRQ�ZDV�WDNHQ�WR�OHY\�WKH�WD[�RQ�WKH�ZHLJKW�RI�ZDVWH�GLVSRVHG��UDWKHU�WKDQ

DG�YDORUHP��7KLV�JHWV�WKH�WD[�DV�FORVH�WR�WKH�VRXUFH�RI�WKH�HQYLURQPHQWDO�GDPDJH�DV�SRVVLEOH��7KH�WD[

ZDV�IXUWKHU�UHODWHG�WR�WKH�GDPDJH�E\�GLIIHUHQWLDWLQJ��WKH�WD[�UDWHV�IRU�DFWLYH�DQG�LQDFWLYH�ZDVWHV�

• 'DQJHUV�RI�SHUYHUVH�LQFHQWLYHV��7KH�ZURQJ�FKRLFH�RI�WD[�EDVH�FDQ�LQWURGXFH�HQYLURQPHQWDOO\

SHUYHUVH�LQFHQWLYHV��,Q�WKLV�FDVH��DQ�DG�YDORUHP�WD[�PLJKW�KDYH�GLVFULPLQDWHG�DJDLQVW�EHWWHU

HQJLQHHUHG��DQG�WKHUHIRUH�PRUH�H[SHQVLYH��VLWHV��DQG�PLJKW�KDYH�LQFUHDVHG�WKH�WUDQVSRUW�RI�ZDVWH

�E\�LQFUHDVLQJ�WKH�SULFH�GLIIHUHQWLDO�EHWZHHQ�WKH�FKHDSHU�DQG�PRUH�H[SHQVLYH�VLWHV��

• 7KH�XVHIXOQHVV�RI�FRQVXOWDWLRQ��7KH�LQWHQVLYH�FRQVXOWDWLRQ�EHWZHHQ�WKH�DQQRXQFHPHQW�DQG�WKH

GHFLVLRQ�RI�WKH�GHWDLO�RI�WKH�WD[�FOHDUO\�LPSURYHG�ERWK�LWV�GHVLJQ�DQG�LWV�SXEOLF�DFFHSWDQFH�

• (DUPDUNLQJ��7KH�WD[�GHVLJQ�SHUPLWV�D�VPDOO�SURSRUWLRQ�RI�WKH�UHYHQXHV�WR�EH�DOORFDWHG�E\�WKH

SD\HU�WR�HQYLURQPHQWDO�WUXVWV�WR�SD\�IRU�HQYLURQPHQWDO�UHPHGLDWLRQ�ZRUN��7KLV�DSSHDUV�WR�KDYH�EHHQ

SROLWLFDOO\�SRSXODU�DQG�WR�KDYH�KHOSHG�VZHHWHQ�WKH�WD[¶V�UHFHSWLRQ�

• 5HYHQXH�UHF\FOLQJ��7KH�EXON�RI�WKH�UHYHQXHV��DOO�WKRVH�QRW�JRLQJ�WR�HQYLURQPHQWDO�WUXVWV��LV

WR�EH�UHGLVWULEXWHG�WR�HPSOR\HUV�DV�D�ZKROH�WKURXJK�D�UHGXFWLRQ�LQ�WKHLU�QRQ�ZDJH�ODERXU�FRVWV�

7KLV�UHDVVXUHG�EXVLQHVV�WKDW�WKH�WD[�ZDV�QRW�D�ZD\�RI�LQFUHDVLQJ�LWV�RYHUDOO�WD[�EXUGHQ�

• 7KH�QHHG�IRU�ZKROH�HFRQRP\�PRGHOOLQJ��2QH�RI�WKH�IHZ�JURXSV�WKDW�VKRZHG�KRVWLOLW\�WR�WKH�WD[

ZDV�ORFDO�DXWKRULWLHV��ZKR�DUJXHG�WKDW�WKHLU�UHGXFWLRQ�LQ�QRQ�ZDJH�ODERXU�FRVWV�ZRXOG�QRW�FRPSHQVDWH

WKHP�IRU�WKHLU�LQFUHDVHG�ZDVWH�GLVSRVDO�FRVWV��DQG�WKDW�WKH\�FRXOG�QRW�SDVV�WKH�WD[�EDFN�WR

KRXVHKROGHUV�WR�VWLPXODWH�ZDVWH�UHGXFWLRQ��7KH�VHFRQG�SRLQW�LV�YDOLG��7KHUH�LV�D�FDVH�IRU�LQYHVWLJDWLRQ

DQG�H[SHULPHQWDWLRQ�WR�VHH�KRZ�WKLV�PLJKW�EH�DFKLHYHG�DW�UHDVRQDEOH�DGPLQLVWUDWLYH�FRVW��2Q�WKH�ILUVW

SRLQW�WKH�ORFDO�DXWKRULWLHV�PD\�ZHOO�EH�PLVWDNHQ��IRU�WKHLU�FDOFXODWLRQV�ZHUH�EDVHG�RQ�VLPSOH�ILUVW�

URXQG�HVWLPDWHV�RI�WD[�SD\PHQWV�DQG�QRQ�ZDJH�ODERXU�FRVW�UHGXFWLRQ��:KHQ�WKHVH�HIIHFWV�NQRFN�RQ

WKURXJK�WKH�ZKROH�HFRQRP\��LW�LV�TXLWH�SRVVLEOH�WKDW��DV�PDMRU�HPSOR\HUV�DQG�SXUFKDVHUV�RI�ODERXU�

LQWHQVLYH�JRRGV�DQG�VHUYLFHV��ORFDO�DXWKRULWLHV�ZRXOG�LQ�IDFW�EH�PDGH�EHWWHU�RII�E\�WKH�WD[��3UHOLPLQDU\

ZKROH�HFRQRP\�PRGHOOLQJ�RI�WKH�WD[�VHHPV�WR�LQGLFDWH�WKLV��&(�	�)RUXP�������

• ([SOLFLW�EDVLV�IRU�WKH�WD[��7KH�HVWLPDWHV�RI�HQYLURQPHQWDO�FRVWV�RQ�ZKLFK�WKH�WD[�UDWH�LV�EDVHG�DUH

FRQWURYHUVLDO�DQG�WKH\�PD\�EH�FKDQJHG��LQ�IXWXUH��%XW�WKH�IDFW�WKDW�WKH�LQLWLDO�WD[�UDWHV�ZHUH�EDVHG�RQ

H[WHQVLYH�SULRU�DQDO\VLV�LV�OLNHO\�WR�KDYH�KHOSHG�WKH�WD[¶V�DFFHSWDELOLW\�

,Q�WKH�1HWKHUODQGV�ZDVWH�GLVSRVDO�IURP�KRXVHKROGV�DQG�VPDOO�EXVLQHVVHV�LV�WKH

UHVSRQVLELOLW\�RI�PXQLFLSDOLWLHV��ZKLFK�FDQ�HLWKHU�XWLOLVH�JHQHUDO�IXQGV�RU��DV�PRVW�GR�

OHY\�D�VSHFLDO�ZDVWH�GLVSRVDO�FKDUJH��7KLV�FKDUJH�FDQ�HLWKHU�EH�D�IODW�UDWH�FKDUJH

SHU�KRXVHKROG��RU�EH�GHSHQGHQW�RQ�WKH�DPRXQW�RI�ZDVWH�RIIHUHG�IRU�GLVSRVDO�

0RVW�PXQLFLSDOLWLHV�RSW�IRU�WKH�IRUPHU�IRU�DGPLQLVWUDWLYH�VLPSOLFLW\�

&RVWV�RI�GLVSRVDO�KDYH�ULVHQ�JUHDWO\�LQ�UHFHQW�\HDUV��ZKLFK�KDV�SXW�SUHVVXUH�RQ

PXQLFLSDOLWLHV�WR�ILQG�ZD\V�RI�GLIIHUHQWLDWLQJ�EHWZHHQ�KRXVHKROGV�DFFRUGLQJ�WR�ZDVWH

RIIHUHG��([SHULPHQWV�ZLWK�µH[SHQVLYH�EDJV¶�IRU�GLVSRVDO�KDYH��KRZHYHU��VRPHWLPHV

UHVXOWHG�LQ�DQ�DSSUHFLDEOH�SKHQRPHQRQ�RI�µZDVWH�WRXULVP¶��ZKHUHE\�ZDVWH�LV�LOOHJDOO\

GXPSHG�LQ�PXQLFLSDOLWLHV�ZLWK�ORZHU�FKDUJHV��7KH�ULJKW�EDODQFH�RI�LQFHQWLYHV�KDV�\HW�WR

EH�IRXQG�

�����VDZ�WKH�LQWURGXFWLRQ�RI�D�ZDVWH�WD[�LQ�WKH�1HWKHUODQGV��DV�RQH�RI�ILYH�µWD[HV�ZLWK

DQ�HQYLURQPHQWDO�EDVH¶��,W�LV�FXUUHQWO\�RQO\�OHYLHG�RQ�ODQGILOO�ZDVWH�DQG�FKDUJHG�E\

ZHLJKW��$OWKRXJK�LWV�ILUVW�DLP�LV�WR�UDLVH�UHYHQXH��DV�SDUW�RI�D�ZLGHU�PRYH�WR�LQFUHDVH
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WKH�UROH�RI�HQYLURQPHQWDO�WD[HV�LQ�WKH�'XWFK�WD[�V\VWHP��LW�LV�DOVR�LQWHQGHG�WR�UDLVH�WKH

FRVWV�RI�ODQGILOO�WR�PDWFK�WKRVH�RI�LQFLQHUDWLRQ��WKHUHE\�HQFRXUDJLQJ�WKLV�DV�ZHOO�DV

UHF\FOLQJ�DQG�ZDVWH�UHGXFWLRQ��7KLV�XVH�RI�WKH�WD[���WR�SURPRWH�WKH�DLPV�RI

HQYLURQPHQWDO�SROLF\���FRQWUDVWV�LQWHUHVWLQJO\�ZLWK�WKH�8.�ODQGILOO�WD[¶V�EDVLV�LQ�WKH

FDOFXODWLRQ�RI�H[WHUQDOLWLHV�

7KH�ZDVWH�FKDUJH�LQ�'HQPDUN�ZDV�LQWURGXFHG�DV�SDUW�RI�LWV�:DVWH�$FWLRQ�3ODQ��ZLWK

WKH�VDPH�JRDOV�DV�LQ�WKH�1HWKHUODQGV��EXW�LQ�WKH�UHYHUVH�RUGHU��ZKLFK�LV�WR�VD\�WKDW�WKH

HQYLURQPHQWDO�JRDO�ZDV�SULPDU\��DQG�DLPHG�DW�UHGXFLQJ�WKH�JURZWK�LQ�WKH�SURGXFWLRQ

RI�ZDVWHV�DQG�LQFUHDVLQJ�UHF\FOLQJ�DQG�UHXVH��7KH�UHYHQXH�JRDO�ZDV�VHFRQGDU\�DQG

UHYHQXHV�ZHQW�LQWR�WKH�JHQHUDO�EXGJHW��,Q���������LW�ZDV�RIIVHW�E\�UHGXFWLRQV�LQ�GLUHFW

LQFRPH�WD[DWLRQ��$V�LQ�WKH�1HWKHUODQGV��KRXVHKROGV�DUH�JHQHUDOO\�FKDUJHG�D�IL[HG�ZDVWH

GLVSRVDO�IHH�E\�WKH�FROOHFWLQJ�DXWKRULWLHV��DQG�WKHUHIRUH�KDYH�QR�LQFHQWLYH�WR�UHGXFH

ZDVWH��6RPH�DXWKRULWLHV��KRZHYHU��DUH�VWDUWLQJ�WR�VSOLW�WKH�FKDUJH�LQWR�D�IL[HG�DQG

YDULDEOH�SDUW��WKH�ODWWHU�GHSHQGHQW�RQ�WKH�QRQ�VHSDUDWHG�RU�QRQ�UHF\FODEOH�ZDVWH

RIIHUHG�

$OWKRXJK�WKH�'DQLVK�ZDVWH�FKDUJH�ZDV�LQWURGXFHG�LQ�������QR�DVVHVVPHQW�KDV�DV�\HW

EHHQ�PDGH�RI�LWV�HIIHFWLYHQHVV�LQ�PHHWLQJ�HQYLURQPHQWDO�JRDOV��7KLV�ZLOO�EH�GRQH�LQ

������)URP�WKH�ILJXUHV�VKRZQ�LQ�WKH�'DQLVK�SDSHU��E\�&KULVWHQVHQ���LW�FDQ�EH�VHHQ�WKDW

WKH�DPRXQWV�RI�GRPHVWLF�DQG�LQGXVWULDO�ZDVWH�LQ������ZHUH����KLJKHU�WKDQ�LQ������

ZKLOH�'DQLVK�*'3�ZDV�����KLJKHU��:KLOH�ODFN�RI�GDWD�GRHV�QRW�SHUPLW�FRPSDULVRQ

ZLWK�RWKHU�FRXQWULHV�RU�RWKHU�SHULRGV��WKHUH�LV�QR�ILUP�HYLGHQFH�WKDW�WKH�FKDUJH�KDV�KDG

D�VLJQLILFDQW�LPSDFW�RQ�GHFRXSOLQJ�RI�ZDVWH�SURGXFWLRQ�IURP�LQFRPH�JURZWK��2Q�WKH

RWKHU�KDQG�ODQGILOO�IHOO�IURP�����WR�����RI�WKH�ZDVWH�VWUHDP��ZKLOH�UHF\FOLQJ�LQFUHDVHG

IURP�����WR�����RYHU�WKH�VDPH�SHULRG��:LWKLQ�WKLV��WKH�UHXVH�RI�FRQVWUXFWLRQ�ZDVWH

URVH�IURP�����WR������:KLOH�WKH�RWKHU�LQVWUXPHQWV�LQ�WKH�$FWLRQ�3ODQ��LQFOXGLQJ

YROXQWDU\�DJUHHPHQWV�DQG�UHJXODWLRQV��ZLOO�XQGRXEWHGO\�KDYH�FRQWULEXWHG�WR�WKHVH

FKDQJHV�LQ�ILQDO�GLVSRVDO��WKH�ZDVWH�FKDUJH�LV�OLNHO\�DOVR�WR�KDYH�SOD\HG�D�PDMRU�UROH�

,,,�� 7D[DWLRQ�2I�3URGXFWV

:KHUH�LW�LV�GLIILFXOW�RU�FRVWO\�WR�WD[�WKH�DFWXDO�DJHQW�RU�DFWLYLW\�UHVSRQVLEOH�IRU

HQYLURQPHQWDO�GHJUDGDWLRQ��DQG�ZKHUH�D�FHUWDLQ�SURGXFW�LV�FORVHO\�OLQNHG�WR�WKLV�DJHQW

RU�DFWLYLW\��WKHQ�LW�FDQ�EH�ERWK�HIILFLHQW�DQG�HIIHFWLYH�WR�WD[�WKH�SURGXFW�LQVWHDG��7KLV�LV

WKH�EDVLV�IRU�WD[LQJ�IXHOV�DFFRUGLQJ�WR�WKHLU�FDUERQ�FRQWHQW��UDWKHU�WKDQ�&2��HPLVVLRQV

WKHPVHOYHV��:KHUH�WKH�SURGXFW�LV�DQ�LQSXW�LQWR�SURGXFWLRQ��LW�FDQ�DIIHFW�SURGXFHU

LQFHQWLYHV�DQG�WKHQFH��WKURXJK�SULFH�FKDQJHV��WKRVH�RI�FRQVXPHUV��:KHUH�LW�LV�SDUW�RI

ILQDO�FRQVXPSWLRQ��RQO\�FRQVXPHU�LQFHQWLYHV�DUH�UHOHYDQW�

$�QXPEHU�RI�HQYLURQPHQWDOO\�PRWLYDWHG�SURGXFW�WD[HV�DUH�OHYLHG�LQ�2(&'�FRXQWULHV��RQ

VXFK�LWHPV�DV�DJULFXOWXUDO�FKHPLFDOV��EDWWHULHV��W\UHV�DQG�GLVSRVDEOH�FRQWDLQHUV��%HOJLXP�LV

RQH�RI�WKH�FRXQWULHV�WKDW�KDV�PDGH�PRVW�XVH�RI�WKLV�NLQG�RI�HQYLURQPHQWDO�WD[�

7KH�%HOJLDQ�H[SHULHQFH�FOHDUO\�VKRZV�WKH�HQRUPRXV�FRPSOH[LWLHV�LQYROYHG�LQ

LQWURGXFLQJ�SURGXFW�WD[HV�LQWR�D�VPDOO��RSHQ�HFRQRP\�OLNH�%HOJLXP¶V��7KH�SXUSRVH

RI�WKH�WD[HV�ZDV�FOHDUO\�GHILQHG�LQ�DGYDQFH��E\�FKDQJLQJ�WKH�UHODWLYH�SULFHV�RI�JRRGV�

LQ�SDUWLFXODU�E\�LQFUHDVLQJ�WKH�SULFHV�RI�OHVV�HQYLURQPHQWDOO\�GHVLUDEOH�SURGXFWV��LQ�D
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VLWXDWLRQ�ZKHUH�VRPH�PRUH�HQYLURQPHQWDOO\�GHVLUDEOH�VXEVWLWXWHV�H[LVWHG��WKH�WD[�ZDV

LQWHQGHG�WR�EULQJ�DERXW�D�VKLIW�DZD\�IURP�OHVV�WR�PRUH�HQYLURQPHQWDOO\�GHVLUDEOH

FRQVXPSWLRQ��,W�ZDV�DFNQRZOHGJHG��KRSHG�IRU�HYHQ��WKDW�UHYHQXHV�IURP�WKH�WD[HV

ZRXOG�EH�VPDOO��EHFDXVH�WKLV�ZRXOG�LQGLFDWH�WKDW�WKH�GHVLUHG�LQFHQWLYH�HIIHFW�ZDV

ZRUNLQJ�

,Q�WKH�HYHQW�WKH�PHDQLQJV�HYHQ�RI�VXFK�ZRUGV�DV�µVXEVWLWXWHV¶�DQG�µPRUH¶�RU�µOHVV

HQYLURQPHQWDOO\�GHVLUDEOH¶�KDYH�EHHQ�VXEMHFW�WR�JHQHUDO��LQFOXGLQJ�VFLHQWLILF�

XQFHUWDLQW\��$QG�%HOJLXP¶V�DGPLQLVWUDWLYH�VWUXFWXUH��LQ�ZKLFK�WKH�WKUHH�UHJLRQDO

JRYHUQPHQWV�KDYH�UHVSRQVLELOLW\�IRU�HQYLURQPHQWDO�SROLF\��WKH�QDWLRQDO�JRYHUQPHQW�KDV

UHVSRQVLELOLW\�IRU�WD[DWLRQ��DQG�PHDVXUHV�ZLWK�LPSOLFDWLRQV�IRU�WUDGH�KDYH�WR�EH

FRPSDWLEOH�ZLWK�(8�UHJXODWLRQV��KDV�HQJHQGHUHG�IXUWKHU�FRPSOLFDWLRQV�DQG�H[WHQVLYH�

WLPH�FRQVXPLQJ�FRQVXOWDWLRQ�

,W�LV�KDUGO\�VXUSULVLQJ�WKDW�WKHRUHWLFDOO\�LGHDO�FRQILJXUDWLRQV�IRU�SURGXFW�WD[HV�KDYH

EHHQ�H[WHQVLYHO\�DGDSWHG�WR�SROLWLFDO�DQG�DGPLQLVWUDWLYH�UHDOLWLHV��,W�LV�RQ�WKH�FRQWUDU\

UHPDUNDEOH�WKDW�WKH�WD[HV�KDYH�EHHQ�LPSOHPHQWHG�DW�DOO��JLYHQ�WKHVH�GLIILFXOWLHV��DQG

WKDW�WKH\�DSSHDU�WR�KDYH�ZRQ�VXIILFLHQW�SXEOLF�DFFHSWDQFH�IRU�WKHLU�H[WHQVLRQ�WR�QHZ

SURGXFWV�WR�EH�SODQQHG��&XUUHQWO\�WD[HV�KDYH�EHHQ�LPSRVHG�RQ�DOO�GULQN�FRQWDLQHUV�

WKURZ�DZD\�FDPHUDV�DQG�UD]RUV��LQGXVWULDO�SDFNDJLQJ��EDWWHULHV��DQG��IURP�-XO\������

VRPH�SHVWLFLGHV�DQG�SK\WRSKDUPDFHXWLFDO�SURGXFWV�DQG��IURP�'HFHPEHU�������SDSHU�

,W�LV�WRR�VRRQ�WR�MXGJH�WKH�LQFHQWLYH�HIIHFWV�RI�WKHVH�WD[HV��DOWKRXJK�SRWHQWLDO�PDUNHW

VHQVLWLYLWLHV�WR�WKHP�KDYH�EHHQ�LOOXVWUDWHG�E\�D�QXPEHU�RI�FDVHV�ZKHUH�SURGXFHUV�KDYH

ZLWKGUDZQ�JRRGV�IURP�WKH�PDUNHW�RU�RWKHUZLVH�PRGLILHG�WKHLU�EHKDYLRXU�RQ�WKH

H[SUHVVHG�LQWHQWLRQ�RI�LQWURGXFWLRQ�RI�WKH�WD[��EXW�EHIRUH�LWV�LPSOHPHQWDWLRQ��7KH�³VRIW

VLJQDOOLQJ�HIIHFW´�RI�WKH�GLVFXVVLRQV�SULRU�WR�LPSOHPHQWDWLRQ�RI�WKH�WD[�PD\�KDYH�EHHQ

DW�OHDVW�DV�LPSRUWDQW�LQ�WKH�WD[¶V�VLJQLILFDQFH�DV�WKH�DFWXDO�SULFH�GLVFULPLQDWLRQ�

,9��������72:$5'6�*5((1�7$;�5()250"

7KH�SRVVLELOLW\�RI�QHZ�HQYLURQPHQWDO�WD[HV�UDLVLQJ�VXEVWDQWLDO�UHYHQXHV��ZKLFK�FDQ�WKHQ

EH�XVHG�WR�UHGXFH�RWKHU�WD[HV�ZKLFK�DUH�SHUFHLYHG�DV�GLVWRUWLRQDU\�RU�RWKHUZLVH

XQGHVLUDEOH�KDV�OHG�WR�LQFUHDVLQJ�LQWHUHVW��DV�QRWHG�HDUOLHU��LQ�WKH�LGHD�RI�D�µGRXEOH

GLYLGHQG¶�IURP�HQYLURQPHQWDO�WD[DWLRQ��WKH�DFKLHYHPHQW�RI�ERWK�HQYLURQPHQWDO�EHQHILWV

DQG�JDLQV�LQ�HFRQRPLF�HIILFLHQF\��7KH�PDLQ�PRWLYDWLRQ�IRU�WU\LQJ�WR�DFKLHYH�WKHVH

HIILFLHQF\�JDLQV�LV�XVXDOO\�WKH�GHVLUH�WR�UHGXFH�XQHPSOR\PHQW�RU��DW�OHDVW��UHGXFH�WKH

WD[�EXUGHQ�RQ�ODERXU��7KLV�LGHD�RI�XVLQJ�WKH�LQWURGXFWLRQ�RI�HQYLURQPHQWDO�WD[HV�WR

DFKLHYH�D�µWD[�VKLIW¶�ZDV�EHKLQG�WKH�LQWURGXFWLRQ�RI�WKH�µWD[HV�ZLWK�DQ�HQYLURQPHQWDO

EDVH¶�LQ�WKH�1HWKHUODQGV�DQG�WKH�WD[�UHIRUPV�RI�VHYHUDO�1RUGLF�FRXQWULHV�LQ�WKH�HDUO\

����V��7KH�LGHD�ZDV�DOVR�HQGRUVHG�E\�WKH�8.�&KDQFHOORU�RI�WKH�([FKHTXHU�LQ�KLV�����

%XGJHW��ZKHQ�KH�VWDWHG��³7D[HV�FDQ�SOD\�DQ�LPSRUWDQW�UROH�LQ�SURWHFWLQJ�WKH

HQYLURQPHQW������%XW�,�DP�GHWHUPLQHG�QRW�WR�LPSRVH�DGGLWLRQDO�FRVWV�RQ�EXVLQHVV

RYHUDOO�������,Q�EULHI��,�ZDQW�WR�UDLVH�WD[�RQ�SROOXWHUV�WR�PDNH�IXUWKHU�FXWV�LQ�WKH�WD[�RQ

MREV�´��&ODUNH�������S������&KDSWHU����RI�WKH�'HORUV�:KLWH�3DSHU�*URZWK�

&RPSHWLWLYHQHVV��(PSOR\PHQW�ZHQW�HYHQ�IXUWKHU��³,I�WKH�GRXEOH�FKDOOHQJH�RI

XQHPSOR\PHQW�HQYLURQPHQWDO�SROOXWLRQ�LV�WR�EH�DGGUHVVHG��D�VZDS�FDQ�EH�HQYLVDJHG

EHWZHHQ�UHGXFLQJ�ODERXU�FRVWV�WKURXJK�LQFUHDVHG�SROOXWLRQ�FKDUJHV�´��(&�������S�����
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*UHHQ��VRPHWLPHV�FDOOHG�(FRORJLFDO��7D[�5HIRUP��KDV�WKXV�FRPH�WR�PHDQ�D�V\VWHPDWLF�VKLIW

RI�WKH�WD[�EXUGHQ�DZD\�IURP�ODERXU�DQG��SHUKDSV��FDSLWDO��DQG�RQWR�WKH�XVH�RI

HQYLURQPHQWDO�UHVRXUFHV��7KHUH�LV�VWLOO�D�EURDG�VSHFWUXP�RI�RSLQLRQ�DERXW�WKH�VL]H��RU�HYHQ

OLNHOLKRRG�RI�H[LVWHQFH��RI�WKH�GRXEOH�GLYLGHQG�WKDW�PLJKW�EH�DFKLHYHG�LQ�WKLV�ZD\��DQG�DERXW

WKH�JHQHUDO�GHVLUDELOLW\�RI�D�*UHHQ�7D[�5HIRUP��*75��

7KRVH�VFHSWLFDO�RI�*75�FRQVLGHU�WKDW�HQYLURQPHQWDO�WD[HV�VKRXOG�UHPDLQ�HVVHQWLDOO\�SDUW�RI

HQYLURQPHQWDO�UDWKHU�WKDQ�ILVFDO�SROLF\��%HFDXVH�RI�WKHLU�LQFHQWLYH�HIIHFWV�LI�VXFFHVVIXO�

HQYLURQPHQWDO�WD[HV�LQ�WKLV�YLHZ�DUH�RI�XQFHUWDLQ�DQG�XQVWDEOH�ILVFDO�SRWHQWLDO��ZKLOH�WKHLU

LQWURGXFWLRQ�RQ�D�XQLODWHUDO�EDVLV�RQ�D�VFDOH�WR�\LHOG�VXEVWDQWLDO�UHYHQXH�FDQ�EH�GDPDJLQJ�WR

WKH�FRPSHWLWLYHQHVV�RI�D�QDWLRQDO�HFRQRP\��$Q�DOWHUQDWLYH�WR�WKH�*75�DSSURDFK�LQYROYHV

WKH�FDUHIXO�LQWURGXFWLRQ�RI�LQFHQWLYHV��WKURXJK�WD[HV�RU�VXEVLGLHV��LQ�HQYLURQPHQWDOO\

VHQVLWLYH�DUHDV��ZKLOH�LQWURGXFLQJ�PRUH�VXEVWDQWLDO�HQYLURQPHQWDO�WD[HV��VXFK�DV�DQ\�IXUWKHU

WD[DWLRQ�RI�HQHUJ\��DW�WKH�(XURSHDQ�OHYHO�

+RZHYHU��IRXU�2(&'�FRXQWULHV���'HQPDUN��WKH�1HWKHUODQGV��1RUZD\��6ZHGHQ��

DUH�DFWLYHO\�LQYHVWLJDWLQJ�WKH�LGHD�RI�*75��WKUHH�RI�WKHP�WKURXJK�VSHFLDO�JRYHUQPHQW

FRPPLVVLRQV��7KH�FRXQWULHV�EULQJ�WR�WKHLU�GLIIHUHQW�FRPPLVVLRQV�D�ORW�RI�FRPPRQ

H[SHULHQFH��LQ�WHUPV�RI�HQHUJ\�WD[DWLRQ��HDUO\�H[SHULPHQWDWLRQ�ZLWK�FDUERQ�WD[HV�DQG�D

YDULHW\�RI�RWKHU�JUHHQ�WD[HV��DQG�D�ORQJ�VWDQGLQJ�FRPPLWPHQW�WR�HQYLURQPHQWDO

LPSURYHPHQW�DQG�VXVWDLQDEOH�GHYHORSPHQW��$�EDVLF�TXHVWLRQ�IRU�DOO�WKH�FRPPLVVLRQV�LV

ZKHWKHU�WKH�SRWHQWLDO�H[LVWV�IRU�WKHVH�FRXQWULHV�WR�SXVK�RQ�ZLWK�LPSOHPHQWLQJ�JUHHQ�WD[HV

PRUH�DQG�PRUH�ZLGHO\�RQ�D�XQLODWHUDO�EDVLV��RU�ZKHWKHU�VRPH�ZLGHU�(8�DFWLRQ�LV�QRZ

QHFHVVDU\�WR�WDNH�WKH�SURFHVV�IRUZDUG�

7KH�1RUZHJLDQ�*UHHQ�7D[�&RPPLVVLRQ�KDV�EHHQ�LQ�H[LVWHQFH�IRU�D�QXPEHU�RI�\HDUV�DQG��DV

D�UHVXOW�RI�LWV�ILUVW�VHULHV�RI�UHFRPPHQGDWLRQ�LQ�������D�QXPEHU�RI�JUHHQ�WD[HV�ZHUH�ERWK

SURSRVHG�DQG�LQWURGXFHG��,WV�FXUUHQW�ZRUN�LV�WR�WDNH�D�EURDGHU�IRFXV�WKDQ�JUHHQ�WD[HV�DQG

WR�VSHFLILFDOO\�H[DPLQH�WKH�RSSRUWXQLWLHV�WR�UHVWUXFWXUH�WKH�WD[�V\VWHP�WR�PDNH�WKH�XVH�RI

ODERXU�OHVV�FRVWO\��E\�UHSODFLQJ�WD[HV�RQ�ODERXU�ZLWK�JUHHQ�WD[HV��WD[HV�RQ�UHVRXUFH�UHQWV

DQG�ZLWK�RWKHU�WD[HV�DV�DSSURSULDWH��,Q�SDUDOOHO��WKH�&RPPLVVLRQ�LV�VHHNLQJ�WR�LGHQWLI\�DOO

WKRVH�VXEVLGLHV�WKDW�KDYH�DQ�HQYLURQPHQWDOO\�GDPDJLQJ�HIIHFW�

7KH�ZRUN�RI�WKH�1RUZHJLDQ�*UHHQ�7D[�&RPPLVVLRQ�LV�VWLOO�LQFRPSOHWH�DQG�DQ\�UHVXOWV�PXVW

EH�WUHDWHG�DV�WHQWDWLYH��+RZHYHU��WKH�SURJQRVLV�IRU�D�*75��LQ�ZKLFK�WKH�UHYHQXHV�IURP

JUHHQ�WD[HV�DUH�UHF\FOHG�E\�UHGXFLQJ�SD\UROO�WD[HV��XVLQJ�WKH�VXEVWDQWLDO

1RUZHJLDQ�PRGHOOLQJ�H[SHUWLVH�LQ�WKLV�DUHD��LV�JRRG�LQ�ERWK�WKH�VKRUW�DQG�PHGLXP�WHUP�

%\������&2��HPLVVLRQV�DUH�GRZQ�E\������������E\��������HPSOR\PHQW�LV�XS�E\�����

������LQ��������XQHPSOR\PHQW�LV�GRZQ�E\������������E\��������FRQVXPHU�SULFHV�DUH

GRZQ�E\������������E\�������DQG�RXWSXW�LV�XS�E\������������E\��������7KH�HPLVVLRQ

UHGXFWLRQ�LV�VLJQLILFDQW��7KH�RWKHU�QXPEHUV�DUH�VPDOO�EXW�HFRQRPLFDOO\�SRVLWLYH�

7KH�'XWFK�*UHHQ�&RPPLVVLRQ�KDV�DOVR�EHHQ�HVWDEOLVKHG�RXW�RI�VXEVWDQWLDO�H[SHULHQFH�ZLWK

HQYLURQPHQWDO�WD[HV��PRVW�LPSRUWDQWO\�WKH�ILYH�µWD[HV�ZLWK�DQ�HQYLURQPHQWDO�EDVH¶�ZKLFK

KDYH�EHHQ�LQWURGXFHG�VLQFH�������WD[HV�RQ�IXHOV��JURXQGZDWHU��ZDVWH��XUDQLXP�DQG�VPDOO

HQHUJ\�XVHUV��,Q������UHYHQXHV�IURP�WKHVH�WD[HV�DUH�H[SHFWHG�WR�EH�'IO�����ELOOLRQ��RU�����

RI�WD[�UHYHQXHV��ULVLQJ�WR������E\�������:LWK�WKH�H[FHSWLRQ�RI�WKH�VPDOO�HQHUJ\�XVHUV¶�WD[�

WKHVH�WD[HV�DUH�GLUHFWHG�SULQFLSDOO\�WRZDUGV�UHYHQXH�UDLVLQJ��ZLWK�WKH�UHYHQXHV�JRLQJ�WR�WKH

JHQHUDO�EXGJHW�LQ�D�FRQVFLRXV�DWWHPSW�WR�VKLIW�WKH�EDVH�RI�JHQHUDO�WD[DWLRQ��DOEHLW�VOLJKWO\�
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WRZDUGV�WKH�XVH�RI�HQYLURQPHQWDO�UHVRXUFHV��7KH�VPDOO�HQHUJ\�XVHUV¶�WD[�KDV��DV�GLVFXVVHG

HDUOLHU��D�FRPSOH[��UHYHQXH�QHXWUDO�UHF\FOLQJ�PHFKDQLVP�

7KH�'XWFK�*UHHQ�&RPPLVVLRQ�ZDV�VHW�XS�LQ������WR�GLVFXVV�KRZ�WR�PDNH�IXUWKHU�SURJUHVV

LQ�WKLV�DUHD��,WV�ILUVW�UHSRUW�FRQFHQWUDWHG�RQ�WKH�ILVFDO�WUHDWPHQW�RI�WUDQVSRUW�DQG�DGYRFDWHG

JLYLQJ�IXUWKHU�HQFRXUDJHPHQW�WR�SXEOLF�WUDQVSRUW�DQG�F\FOLQJ��7KH�VHFRQG�UHSRUW��GXH�LQ

$SULO��LV�OLNHO\�WR�IRFXV�RQ�IXUWKHU�RSSRUWXQLWLHV�IRU�VKLIWLQJ�WD[DWLRQ�IURP�ODERXU�RQWR�XVH�RI

WKH�HQYLURQPHQW��ZLWK�HQHUJ\�WD[DWLRQ�UHPDLQLQJ�WKH�EDVLV�RI�DQ\�VXFK�WD[�VKLIW���DQG�RQ�WKH

RSSRUWXQLWLHV�IRU�HQFRXUDJHPHQW�RI�HQYLURQPHQWDO�LQYHVWPHQW�

6ZHGHQ¶V�*UHHQ�7D[�&RPPLVVLRQ�ZDV�DOVR�VHW�XS�LQ������DQG��DJDLQ��KDV�WKH�LVVXH�RI�D

JUHHQ�WD[�VKLIW�DV�LWV�FHQWUDO�DJHQGD�LWHP��PRRWLQJ�D�SRVVLEOH�³PDUULDJH´�EHWZHHQ�WKH�WZR

DUHDV�RI�WD[�SROLF\�UHODWLQJ�WR�HQYLURQPHQW�DQG�HPSOR\PHQW��,Q�WKLV�FRQWH[W�LW�LV�XQGHUWDNLQJ

VHYHUDO�VSHFLDO�SURMHFWV��LQFOXGLQJ�DQDO\VLV�RI�WKH�GHYHORSPHQW�RI�HQHUJ\�DQG�HQYLURQPHQWDO

WD[HV��WKH�IXQFWLRQLQJ�RI�WKH�ODERXU�PDUNHW�DQG�LQYHVWLJDWLRQV�LQWR�SRVVLEOH�LPSDFWV�RQ

FRPSHWLWLYHQHVV�DQG�LQFRPH�GLVWULEXWLRQ�

)LQDOO\��D�VHULHV�RI�VLPLODU�FRQFHUQV�LV�XQGHU�LQYHVWLJDWLRQ�LQ�'HQPDUN��ZKLFK�LV�VHHNLQJ

ZD\V�RI�EXLOGLQJ�RQ�WKH�WD[�UHIRUP�LW�HQDFWHG�LQ����������7KLV�UHIRUP�LQFUHDVHG�WKH�HQHUJ\

WD[�UDWH�RQ�KRXVHKROGV��:LWK�HFRQRPLF�HIILFLHQF\�LQ�PLQG�LW�LV�GHFLGHG�WKDW�WKH������(QHUJ\

3DFNDJH�ZLOO�LQFUHDVH�WKH�&2��DQG�HQHUJ\�WD[�UDWHV�RQ�'DQLVK�LQGXVWU\��ZLWK�UHF\FOLQJ�RI

WKH�UHYHQXHV�EDFN�WR�LQGXVWU\��YLD�UHGXFWLRQV�RI�VRFLDO�VHFXULW\�FRQWULEXWLRQV��WR�OLPLW�HIIHFWV

RQ�FRPSHWLWLYHQHVV�

0RGHOOLQJ�WKH�'DQLVK�(QHUJ\�3DFNDJH�FRPHV�XS�ZLWK�UHVXOWV�WKDW�DUH�YHU\�VLPLODU�WR

1RUZHJLDQ�PRGHOOLQJ�RI�LWV�SRVVLEOH�JUHHQ�WD[�UHIRUP��E\������&2��HPLVVLRQV�DUH�GRZQ�E\

����HPSOR\PHQW�LV�XS�E\�������*'3�LV�XS�E\�������$JDLQ�WKH�HQYLURQPHQWDO�EHQHILW�LV

VLJQLILFDQW�ZKLOH�WKH�PDFURHFRQRPLF�FKDQJHV�DUH�VPDOO�EXW�SRVLWLYH�

9���������*(1(5$/�&21&/86,216

7KH�����V�KDYH�VHHQ�JUHHQ�WD[HV�ILUPO\�HVWDEOLVKHG�RQ�WKH�SXEOLF�SROLF\�DJHQGD�

5HFRPPHQGDWLRQV�IRU�WKH�µLQWHUQDOLVDWLRQ�RI�H[WHUQDOLWLHV¶�RU�WKH�XVH�RI�PDUNHW�EDVHG

LQVWUXPHQWV�IRU�HFRQRPLF�HIILFLHQF\��ZKLFK�ODQJXLVKHG�IRU�PDQ\�\HDUV�DV�DUFDQH

FRQFHUQV�RI�DFDGHPLF�HQYLURQPHQWDO�HFRQRPLVWV��DUH�QRZ�WKH�HVWDEOLVKHG�FRQFHUQ�RI

0LQLVWULHV�RI�)LQDQFH�DQG�WKH�(QYLURQPHQW��DV�KDV�EHHQ�VHHQ��,W�LV�D�GHYHORSPHQW�WKDW

UHVXOWV�LQ�D�ULFKHU��PRUH�EDODQFHG�DSSURDFK�WR�HQYLURQPHQWDO�SROLF\��WKDW�LV�OLNHO\�DOVR

WR�EH�PRUH�FRVW�HIIHFWLYH��7KLV�GLVFRYHU\�RI�HFRQRPLF�LQVWUXPHQWV�IRU�WKH�HQYLURQPHQW

VHHPV�WR�KDYH�EHHQ�GULYHQ�E\�DQ�LQFUHDVLQJ�DZDUHQHVV�RI�WKH�SRZHU�DQG�SRWHQWLDO�RI

PDUNHWV��DQG�RI�WKH�OLPLWHG�SHUIRUPDQFH�RI�FRQYHQWLRQDO�HQYLURQPHQWDO�UHJXODWLRQV�

FRPELQHG�ZLWK�WKH�QHHG�RI�JRYHUQPHQWV�WR�ILQG�QHZ��RU�GLIIHUHQW��VRXUFHV�RI�UHYHQXH�

7KH�H[SHULPHQWDO�SKDVH�LQ�WKH�LPSRVLWLRQ�RI�HQYLURQPHQWDO�WD[HV�DQG�FKDUJHV�LV�E\�QR

PHDQV�RYHU��:KLOH�D�IHZ�FRXQWULHV�QRZ�KDYH�VXEVWDQWLDO�H[SHULHQFH�LQ�DOO�NLQGV�RI

JUHHQ�WD[DWLRQ���FRVW�FRYHULQJ�FKDUJHV��LQFHQWLYH�WD[DWLRQ��UHYHQXH�UDLVLQJ�WD[DWLRQ��

PRVW�VWLOO�KDYH�FRQVLGHUDEOH�VFRSH�IRU�DGDSWLQJ�WKHVH�WR�WKHLU�RZQ�QDWLRQDO

FLUFXPVWDQFHV��6XFK�DGDSWDWLRQ�DSSHDUV�WR�EH�FUXFLDO�IRU�WKH�VXFFHVVIXO�DSSOLFDWLRQ�RI

WKHVH�WD[HV��7KH�YDULRXV�QDWLRQDO�H[SHULHQFHV�VKRZ�WKDW�WKHUH�LV�QR�RQH�VXFFHVVIXO
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µPRGHO¶��5DWKHU�WKH�SULQFLSOHV�RI�JUHHQ�WD[DWLRQ�DUH�LPSOHPHQWHG��DQG�ZLGHO\�PRGLILHG�

LQ�DFFRUGDQFH�ZLWK�QDWLRQDO�SULRULWLHV�DQG�SHUVSHFWLYHV�

1DWLRQDO�GLIIHUHQFHV�LQ�WKH�LPSOHPHQWDWLRQ�RI�HQYLURQPHQWDO�WD[HV�DULVH�WR�D

ODUJH�H[WHQW�IURP�WKH�SROLWLFDO�GLIILFXOWLHV�RI�VXFK�LPSOHPHQWDWLRQ��+DQOH\�HW�DO�

�������S�������UHSRUW�RQ�D�VXUYH\�LQ������RI�D�86�JURXS�RI�FRQJUHVVLRQDO�VWDII

PHPEHUV���OREE\LVWV�IURP�HQYLURQPHQWDO�RUJDQLVDWLRQV�DQG�WUDGH�DVVRFLDWLRQ

UHSUHVHQWDWLYHV��2QO\�����RI�WKH�JURXS��DQG�RQO\�����RI�WKH�HQYLURQPHQWDOLVWV�

ZHUH�LQ�IDYRXU�RI�HQYLURQPHQWDO�FKDUJHV�EHLQJ�LQWURGXFHG������RI�WKH�LQGXVWULDOLVWV

LQ�WKH�JURXS�ZHUH�RSSRVHG�

7KH�HDUO\�REMHFWLRQV�RI�VRPH�HQYLURQPHQWDOLVWV�WR�HQYLURQPHQWDO�WD[HV�ODUJHO\�GHULYHG

IURP�WZR�PLVXQGHUVWDQGLQJV�DERXW�WKHP��WKDW�WKH\�DPRXQWHG�WR�DQ�XQOLPLWHG�µOLFHQFH

WR�SROOXWH¶��DQG�WKDW�LW�ZDV�LPDJLQHG�WKDW�WKH\�FRXOG�UHSODFH�HQYLURQPHQWDO�UHJXODWLRQV

DOWRJHWKHU��:LWK�UHJDUG�WR�WKH�ILUVW�REMHFWLRQ�WKHUH�VHHPV�WR�EH�OLWWOH�UHDVRQ�ZK\

HQYLURQPHQWDO�WD[HV�DW�D�OHYHO�FDOFXODWHG�WR�UHGXFH�GLVFKDUJHV�WR�DFKLHYH�FHUWDLQ

VWDQGDUGV�RI�HQYLURQPHQWDO�TXDOLW\�VKRXOG�EH�UHJDUGHG�DV�µOLFHQFHV�WR�SROOXWH¶�DQ\�PRUH

WKDQ�VSHFLILF�HPLVVLRQ�SHUPLWV�WKDW�DUH�FRPSDWLEOH�ZLWK�VXFK�VWDQGDUGV��:LWK�UHJDUG�WR

UHJXODWLRQV��LW�LV�QRZ�XVXDOO\�SHUFHLYHG�WKDW�JRRG�HQYLURQPHQWDO�SROLF\�QHHGV�WR�PDNH

XVH�RI�DQ�DSSURSULDWH�FRPELQDWLRQ�RI�WD[HV�DQG�UHJXODWLRQV��UDWKHU�WKDQ�RQH�RU�WKH

RWKHU��,Q�JHQHUDO��QRZ�WKDW�HQYLURQPHQWDO�WD[HV�DUH�EHWWHU�XQGHUVWRRG�

HQYLURQPHQWDOLVWV�WHQG�WR�VXSSRUW�WKHLU�LQWURGXFWLRQ��VXFK�WKDW�HQYLURQPHQWDO�JURXSV�LQ

ERWK�WKH�86�DQG�(XURSH�KDYH�EHFRPH�VRPH�RI�HQYLURQPHQWDO�WD[DWLRQ¶V�PRVW

FRPPLWWHG�DGYRFDWHV�

5HDVRQV�WKDW�KDYH�EHHQ�JLYHQ�DV�WR�ZK\�DGPLQLVWUDWRUV�RSSRVH�HQYLURQPHQWDO�WD[HV

LQFOXGH�

• EXUHDXFUDWLF�LQHUWLD���PDUJLQDO�FKDQJHV�WR�DQ�H[LVWLQJ�UHJXODWRU\�V\VWHP�DUH
SUHIHUUHG�WR�WKH�LQWURGXFWLRQ�RI�D�QHZ�V\VWHP�

• VDWLVIDFWLRQ�ZLWK�UHJXODWRU\�V\VWHPV�WKDW�VHHP�WR�ZRUN��DOOLHG�WR�ZRUULHV�DERXW�DQ
HQYLURQPHQWDO�WD[�UHJLPH���HQYLURQPHQWDO�WD[HV�FDQ�EH�WHFKQLFDOO\�FRPSOH[�

XQFHUWDLQ�LQ�WKHLU�HQYLURQPHQWDO�HIIHFW�DQG�SROLWLFDOO\�GLIILFXOW�WR�LQWURGXFH�

• YHVWHG�LQWHUHVWV���UHJXODWRU\�V\VWHPV�PD\�EH�SHUFHLYHG�WR�JLYH�PRUH�MREV�DQG
LQIOXHQFH�WR�FXUUHQW�DGPLQLVWUDWRUV�WKDQ�WD[�UHJLPHV��ZKLFK�ZRXOG�LQ�DQ\�FDVH�WHQG

WR�FRPH�XQGHU�WKH�SXUYLHZ�RI�ILVFDO�UDWKHU�WKDQ�HQYLURQPHQWDO�DXWKRULWLHV�

$V�LQ�WKH������VWXG\��RSSRVLWLRQ�WR�HQYLURQPHQWDO�WD[HV�LV�SUREDEO\�VWLOO�JUHDWHVW�IURP

EXVLQHVV��DOWKRXJK�EXVLQHVV�HQYLURQPHQW�RUJDQLVDWLRQV�IRXQGHG�VLQFH������DUH�QRZ

JLYLQJ�WKHP�WKHLU�HQGRUVHPHQW��)RU�H[DPSOH��WKH�%XVLQHVV�&RXQFLO�IRU�6XVWDLQDEOH

'HYHORSPHQW��%&6'��VWDWHG�LQ�LWV������UHSRUW�WR�WKH�5LR�6XPPLW��³,W�LV�HQWLUHO\

DSSURSULDWH�WKDW�PDQ\�JRYHUQPHQWV�DUH�QRZ�VWXG\LQJ�DQG�LQWURGXFLQJ�HFRQRPLF

LQVWUXPHQWV´��EHFDXVH�³ILUPV¶�FRPSOLDQFH�FRVWV�WHQG�WR�EH�ORZHU�ZLWK�HFRQRPLF

LQVWUXPHQWV´�DQG�EHFDXVH�³HFRQRPLF�LQVWUXPHQWV�HQFRXUDJH�LQQRYDWLRQ´��6FKPLGKHLQ\

������SS���������$�ODWHU�UHSRUW�IURP�WKH�%&6'�VSHFLILFDOO\�DGYRFDWHV�³D�WD[�VKLIW�DZD\

IURP�ODERXU�DQG�LQYHVWPHQW�WR�YDOXH�GHSOHWLQJ�DFWLYLWLHV�VXFK�DV�SROOXWLRQ�DQG�WKH

LQHIILFLHQW�XVH�RI�HQYLURQPHQWDO�UHVRXUFHV´��'H�$QGUDFD�	�0F&UHDG\�������S����

+RZHYHU��EXVLQHVV�PRUH�JHQHUDOO\�FRQWLQXHV�WR�EH�FRQFHUQHG�DERXW�HQYLURQPHQWDO

WD[HV�IRU�D�QXPEHU�RI�UHDVRQV��)LUVW��XQGHU�DQ�HQYLURQPHQWDO�WD[�UHJLPH��ILUPV�SD\�QRW
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RQO\�IRU�SROOXWLRQ�DEDWHPHQW�PHDVXUHV�WR�EULQJ�HQYLURQPHQWDO�LPSDFWV�GRZQ�WR�WKH

UHTXLUHG�OHYHO��EXW�DOVR�WKH�WD[�GXH�RQ�DOO�HPLVVLRQV�RU�WD[DEOH�LPSDFWV�EHORZ�WKLV�OHYHO�

(YHQ�WKRXJK�DEDWHPHQW�FRVWV�IRU�EXVLQHVV�PD\�EH�OHVV�ZLWK�HQYLURQPHQWDO�WD[HV�WKDQ

ZLWK�UHJXODWLRQ��WKH�H[WUD�WD[HV�PD\�PHDQ�WKDW�ILUPV�HQG�XS�SD\LQJ�PRUH�WKDQ�WKH\

ZRXOG�XQGHU�D�UHJXODWRU\�UHJLPH��6HFRQG��EXVLQHVVHV�IHDU�WKDW�JRYHUQPHQWV�ZLOO�VWDUW

WR�XVH�HQYLURQPHQWDO�WD[DWLRQ�DV�DQ�H[WUD�VRXUFH�RI�UHYHQXH��UDWKHU�WKDQ�DV�D

VXEVWLWXWH�IRU�H[LVWLQJ�WD[HV��WKHUHE\�LQFUHDVLQJ�RYHUDOO�FRVWV�RQ�EXVLQHVV��7KLUG��LI

HQYLURQPHQWDO�WD[HV�DUH�LQWURGXFHG�LQ�RQO\�VRPH�FRXQWULHV��HQYLURQPHQWDOO\�LQWHQVLYH

VHFWRUV�LQ�WKRVH�FRXQWULHV�PD\�VXIIHU�GHELOLWDWLQJ�HIIHFWV�RQ�WKHLU�FRPSHWLWLYHQHVV��$QG

IRXUWK��SHUKDSV�EXVLQHVVHV�SHUFHLYH�WKDW�WKH\�KDYH�PRUH�LQIOXHQFH�LQ�QHJRWLDWLRQV�ZLWK

UHJXODWRUV�WKDQ�LQ�H[FKDQJHV�ZLWK�QDWLRQDO�0LQLVWULHV�RI�)LQDQFH�

2I�WKHVH�UHDVRQV��WKH�ILUVW�DQG�IRXUWK�PD\�EH�SUREOHPDWLF�IRU�EXVLQHVV��EXW�WKHLU�HIIHFWV

DUH�OLNHO\�WR�EH�EHQHILFLDO�IRU�VRFLHW\�DW�ODUJH��,Q�DQ�DJH�RI�HFRORJLFDO�VFDUFLW\�LW�LV

VXUHO\�MXVWLILHG�WKDW�DOO�XVH�RI�WKH�HQYLURQPHQW�VKRXOG�EH�SDLG�IRU��DQG�LW�LV�SUREDEO\

VRFLDOO\�GHVLUDEOH�IRU�EXVLQHVV�WR�KDYH�OHVV�GLUHFW�LQIOXHQFH�RYHU�WKH�SROLWLFDO

LQVWUXPHQWV�LQWHQGHG�WR�JXLGH�RU�GLUHFW�WKHLU�DFWLYLWLHV��7KH�VHFRQG�UHDVRQ�UHODWHV�WR�WKH

FUHGLELOLW\�RI�JRYHUQPHQW�SROLF\�DQG�DQ\�VWDWHG�LQWHQWLRQ�WR�LQWURGXFH�HQYLURQPHQWDO

WD[HV�LQ�D�ILVFDOO\�QHXWUDO�PDQQHU��$�FOHDU�DQQRXQFHPHQW�WR�WKLV�HIIHFW��DW�WKH�EHJLQQLQJ

RI�DQ\�FRQVXOWDWLRQ�SURFHVV�RQ�SURSRVDOV�IRU�DQ�HQYLURQPHQWDO�WD[��DV�RFFXUUHG�ZLWK

WKH�8.�*RYHUQPHQW¶V�LQWURGXFWLRQ�RI�WKH�ODQGILOO�WD[��FDQ�REYLRXVO\�KHOS�DOOD\�EXVLQHVV

FRQFHUQ�RQ�WKLV�SRLQW��7KH�WKLUG�UHDVRQ�LV�WKH�PRVW�VXEVWDQWLDO�DQG�LV�GLVFXVVHG�IXUWKHU

EHORZ�

$�ILQDO�UHDVRQ�ZK\�HQYLURQPHQWDO�WD[HV�KDYH�EHHQ�RSSRVHG��ZKLFK�KDV�DOUHDG\�EHHQ

GLVFXVVHG��LV�WKDW�WKH\�FDQ�KDYH�D�UHJUHVVLYH�HIIHFW��L�H��WKH\�FDQ�KDYH�D

GLVSURSRUWLRQDWHO\�ODUJH�LPSDFW�RQ�OHVV�ZHOO�RII�VHFWRUV�RI�VRFLHW\��7KLV�GRHV�QRW�QHHG

WR�EH�WKH�FDVH��DV�KDV�EHHQ�VHHQ��EXW�UHPDLQV�D�FDXVH�IRU�FRQFHUQ�

2I�DOO�WKHVH�UHDVRQV�IRU�RSSRVLWLRQ�WR�HQYLURQPHQWDO�WD[HV��SUREDEO\�WKHLU�XQFHUWDLQWLHV

DQG�SRVVLEOH�FRPSOH[LWLHV��DQG�WKH�FRQFHUQV�RI�EXVLQHVV�RYHU�FRPSHWLWLYHQHVV��SURYLGH

PRVW�RI�WKH�H[SODQDWLRQ�IRU�WKHLU�VORZ��LI�QRZ�DFFHOHUDWLQJ��LQWURGXFWLRQ��6RPH�RI�WKH

XQFHUWDLQWLHV�DQG�FRPSOH[LWLHV�KDYH�DOUHDG\�EHHQ�UHYLHZHG��2QH�RI�WKH�JUHDWHVW�RI�WKH

XQFHUWDLQWLHV�LV�ZKHWKHU�LQ�IDFW�D�WD[�VKLIW�IURP�ODERXU�WR�HQYLURQPHQWDO�WD[HV�ZRXOG

\LHOG�DQ�LQFUHDVH�LQ�HPSOR\PHQW��7KHUH�DUH�JRRG�WKHRUHWLFDO�DUJXPHQWV�ZK\�WKLV�VKRXOG

EH�WKH�FDVH��EXW�PXFK�GHSHQGV�RQ�ZKHWKHU�FXWV�LQ�HPSOR\HUV¶�QRQ�ZDJH�ODERXU�FRVWV

UHVXOW�LQ�ORZHU�SULFHV�RI�KLJKHU�ZDJHV�DQG�RU�SURILWV��,I�WKH�WD[�VKLIW�FDQ�EH�PDGH

LQIODWLRQ�QHXWUDO��WKHQ�WKHUH�LV�QR�UHDVRQ�ZK\�LW�VKRXOG�UHTXLUH�KLJKHU�SURILWV�RU�ZDJHV

WR�EH�SDLG��DQG�FRPSDQLHV�WKDW�UHGXFH�WKHLU�SULFHV�VKRXOG�JDLQ�D�FRPSHWLWLYH�DGYDQWDJH

WKHUHE\��%XW�LW�VHHPV�OLNHO\�WKDW�DZDUHQHVV�RI�WKLV�LVVXH�VWLOO�QHHGV�WR�EH�UDLVHG��DQG�WKH

IRUFH�RI�WKH�DUJXPHQW�UHLQIRUFHG�E\�VRPH�NLQG�RI�H[SOLFLW�VRFLDO�FRQWUDFW�EHWZHHQ

JRYHUQPHQW��EXVLQHVV�DQG�HPSOR\HHV¶�UHSUHVHQWDWLYHV��LI�WKLV�RXWFRPH�LQ�IDYRXU�RI�WKH

XQHPSOR\HG�LV�WR�EH�DFKLHYHG�

,Q�DGGLWLRQ�WR�WKLV�LVVXH�DV�WR�KRZ�FXWV�LQ�QRQ�ZDJH�ODERXU�WD[HV�DUH�SDVVHG�RQ�WKURXJK

WKH�HFRQRP\��GRXEWV�KDYH�EHHQ�UDLVHG�IURP�D�WKHRUHWLFDO�YLHZSRLQW�DV�WR�ZKHWKHU

LQWHUDFWLRQ�EHWZHHQ�GLIIHUHQW�WD[HV�DQG�GLIIHUHQW�PDUNHWV�ZLOO�LQ�IDFW�SHUPLW�WKH

DFKLHYHPHQW�RI�LQFUHDVHG�HPSOR\PHQW�WKURXJK�HQYLURQPHQWDO�WD[DWLRQ��7KH�DUJXPHQWV

DUH�FRPSOH[�DQG�FDQQRW�EH�H[SORUHG�KHUH��6LPXODWLRQ�PRGHOOLQJ�RI�WKH�GRXEOH�GLYLGHQG
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LVVXH�KDV�DOVR�EHHQ�LQFRQFOXVLYH��QRW�OHDVW�EHFDXVH�PRGHOOLQJ�UHVXOWV�UHIOHFW�WKH

WKHRUHWLFDO�DVVXPSWLRQV�XQGHUO\LQJ�WKH�PRGHO��ZKLFK�PD\�EH�IDYRXUDEOH�RU

XQIDYRXUDEOH�WR�WKH�DFKLHYHPHQW�RI�D�GRXEOH�GLYLGHQG��'H�:LW��������UHYLHZV�ERWK�WKH

WKHRUHWLFDO�DQG�HPSLULFDO�OLWHUDWXUH�FRQFHUQLQJ�D�VKLIW�LQ�WKH�WD[�EXUGHQ�IURP�ODERXU�WR

HQHUJ\��DQG��E\�DQDORJ\��WR�RWKHU�HQYLURQPHQWDO�UHVRXUFHV���+LV�FRQFOXVLRQ��ZLWK

UHJDUG�WR�D�QDWLRQDO�WD[��WKH�'XWFK�VPDOO�VFDOH�HQHUJ\�XVHUV¶�WD[��DQG�WKH�(8�FDUERQ�

HQHUJ\�WD[��LV�DV�IROORZV�

³,Q�WKH�VKRUW�WHUP�LW��WKH�'XWFK�WD[��ZRXOG�UHVXOW�LQ�PRGHVW�EXW�SRVLWLYH

HPSOR\PHQW�HIIHFWV��7KHVH�HIIHFWV�FDQ�EH�HQKDQFHG�ZLWK�WDUJHWHG�YDULDQWV�IRU

IHHGLQJ�EDFN�UHYHQXH��«�0RUHRYHU��WKH�ILQGLQJ�DOVR�WDOOLHV�ZLWK�WKHRUHWLFDO

H[SHFWDWLRQV��«�,Q�WKH�ORQJHU�WHUP�WKH�HPSOR\PHQW�HIIHFWV�DUH�OHVV�FOHDU��EXW

SRVLWLYH�HIIHFWV�DUH�QRW�LQFRQFHLYDEOH��«

³$OO�WKH�DGYDQWDJHV�RI�WKH�VPDOO�VFDOH�XVHUV¶�YDULDQW�UHIHUUHG�WR�IRU�WKH

1HWKHUODQGV�DOVR�DSSO\�WR�WKH�(8�YDULDQW��«�7KHRUHWLFDO�LQVLJKWV�ZRXOG�VHHP�WR

VXJJHVW�WKDW�WKLV�YDULDQW�SURGXFHV�UHODWLYHO\�PRUH�HPSOR\PHQW�WKDQ�WKH�VPDOO�

VFDOH�XVHUV¶�YDULDQW�IRU�WKH�1HWKHUODQGV�DORQH��EHFDXVH�WKH�DUHD�RI�OHY\�LV�ODUJHU�´

�'H�:LW�������SS�������

&RQFHUQV�DERXW�FRPSHWLWLYHQHVV�IRU�WKH�EXVLQHVV�VHFWRU�DV�D�ZKROH�FDQ�EH�PHW�E\

UHF\FOLQJ�HQYLURQPHQWDO�WD[�UHYHQXHV�IURP�EXVLQHVVHV�EDFN�WR�EXVLQHVVHV��ZKHQ

EXVLQHVVHV�ZLWK�ORZHU�HQYLURQPHQWDO�LPSDFW�ZRXOG�JDLQ�DW�WKH�H[SHQVH�RI��WKRVH�ZLWK�D

KLJKHU�HQYLURQPHQWDO�LPSDFW��)RU�WKH�ODWWHU�VHFWRUV��KRZHYHU��WKHUH�LV�WKH�FOHDU

SURVSHFW�RI�ORVVHV�IURP�HQYLURQPHQWDO�WD[HV��HVSHFLDOO\�ZKHUH�WKH�WD[�IDOOV�RQ�DQ�LQSXW�

VXFK�DV�HQHUJ\��ZKLFK�FRPSULVHV�D�VLJQLILFDQW�SURSRUWLRQ�RI�D�VHFWRU¶V�FRVWV�

,W�PXVW�EH�UHPHPEHUHG�WKDW�WKLV�LPSDFW�RQ�HQYLURQPHQWDOO\�LQWHQVLYH�VHFWRUV�LV�SDUW�RI

WKH�IXQGDPHQWDO�SXUSRVH�RI�HQYLURQPHQWDO�WD[DWLRQ��ERWK�WR�HQFRXUDJH�WKH�VHFWRUV�WR

PDNH�PRUH�HIILFLHQW�XVH�RI�HQYLURQPHQWDO�UHVRXUFHV�DQG�WR�LQWURGXFH�QHZ��OHVV

HQYLURQPHQWDOO\�LQWHQVLYH�SURGXFWV�DQG�SURFHVVHV��DQG�WR�HQFRXUDJH�FRQVXPHUV�WR�VKLIW

DZD\�IURP�WKHVH�VHFWRUV�WR�OHVV�HQYLURQPHQWDOO\�GDPDJLQJ�SURGXFWV��7KH�HIIHFW�RQ

SURGXFHUV�FDQ�LQ�SULQFLSOH�EH�DFKLHYHG�WKURXJK�YROXQWDU\�DJUHHPHQWV��DQG�WKHUH�DUH�D

QXPEHU�RI�FRXQWULHV�ZKHUH�WKHVH�KDYH�EHHQ�VXEVWLWXWHG�IRU�HQYLURQPHQWDO�WD[HV�WR

PLWLJDWH�FRPSHWLWLYHQHVV�HIIHFWV�LQ�YXOQHUDEOH�VHFWRUV��%XW�H[HPSWLQJ�HQYLURQPHQWDOO\

LQWHQVLYH�VHFWRUV�IURP�HQYLURQPHQWDO�WD[HV�EOXQWV�WKH�HIIHFWLYHQHVV�RI�WKH�WD[DWLRQ�IURP

D�FRQVXPHU�SRLQW�RI�YLHZ��DQG�VORZV�GRZQ�WKH�FKDQJHV�LQ�FRQVXPSWLRQ��DQG�WKHUHIRUH

SURGXFWLRQ��SDWWHUQV�WKDW�DUH�ZLGHO\�FRQVLGHUHG�QHFHVVDU\�LI�D�SURFHVV�RI�VXVWDLQDEOH

GHYHORSPHQW�LV�WR�EH�DFKLHYHG�

7KHUH�DUH�WZR�PHDQV�RI�PLWLJDWLQJ�FRPSHWLWLYHQHVV�HIIHFWV�DSDUW�IURP�H[HPSWLQJ

HQYLURQPHQWDOO\�LQWHQVLYH�LQGXVWULHV��2QH�LV�WKURXJK�ERUGHU�WD[�DGMXVWPHQWV��ZKHUHE\

HQYLURQPHQWDO�WDULIIV�HQVXUH�WKDW�LPSRUWV�SD\�D�VLPLODU�OHYHO�RI�WD[�WR�GRPHVWLF

LQGXVWULHV��WKHUHE\�QHXWUDOLVLQJ�DQ\�FRPSHWLWLYHQHVV�HIIHFWV�LQ�WKH�GRPHVWLF�PDUNHW�

ZKLOH�H[SRUW�UHEDWHV�HQVXUH�WKDW�WD[HG�GRPHVWLF�LQGXVWULHV¶�DELOLW\�WR�FRPSHWH�DEURDG�LV

XQLPSDLUHG��%XW�WKHUH�DUH�WZR�SUREOHPV�ZLWK�ERUGHU�WD[�DGMXVWPHQWV��)LUVWO\��LW�LV�YHU\

GLIILFXOW�WR�FDOFXODWH�ZKDW�WKH�HQYLURQPHQWDOO\�DSSURSULDWH�WDULIIV�RQ�LPSRUWV�VKRXOG�EH�

HVSHFLDOO\�ZKHQ�WKH�HQYLURQPHQWDO�WD[�EDVH�LV�DQ�LQGXVWULDO�LQSXW��VXFK�DV�HQHUJ\��UDWKHU

WKDQ�D�ILQDO�SURGXFW��7KHUH�DUH�IHDUV�WKDW�VXFK�WDULIIV�ZRXOG�EH�DEXVHG�IRU�SURWHFWLRQLVW�
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UDWKHU�WKDQ�HQYLURQPHQWDO�SURWHFWLRQ��SXUSRVHV��6HFRQGO\��ERUGHU�WD[�DGMXVWPHQWV�PD\

UXQ�FRXQWHU�WR�LQWHUQDWLRQDO�WUDGH�UXOHV��GHVLJQHG�WR�SUHYHQW�SURWHFWLRQLVP���HVSHFLDOO\

ZKHUH��EHFDXVH�RI�D�IRFXV�RQ�LQGXVWULDO�LQSXWV�RU�SURFHVVHV��WKH\�HQG�XS�WUHDWLQJ

GRPHVWLF�DQG�IRUHLJQ�OLNH�SURGXFWV�GLIIHUHQWO\��7KLV�LV�D�SDUWLFXODU�SUREOHP�ZLWK�HQHUJ\

RU�FDUERQ�WD[HV�OHYLHG�RQ�WKH�LQGXVWULDO�XVH�RI�HQHUJ\��DQG�ZDV�WKH�UHDVRQ�'HQPDUN�

DJDLQVW�HQYLURQPHQWDO�HFRQRPLF�ORJLF��HQGHG�XS�WD[LQJ�HOHFWULFLW\�UDWKHU�WKDQ�WKH

FDUERQ�FRQWHQW�RI�WKH�IXHOV�XVHG�WR�JHQHUDWH�LW��DQG�ZK\�)LQODQG�KDV�DOVR�PRYHG�LQ�WKDW

GLUHFWLRQ�

7KH�VHFRQG�PHDQV�RI�PLWLJDWLQJ�FRPSHWLWLYHQHVV�HIIHFWV�LV�WKURXJK�WKH�LQWHUQDWLRQDO

KDUPRQLVDWLRQ�RI�HQYLURQPHQWDO�WD[DWLRQ��7KLV�LV�WKH�WKHRUHWLFDOO\�LGHDO�VROXWLRQ��,W�ZDV

SURPRWHG�E\�WKH�(XURSHDQ�&RPPLVVLRQ��(&��ZLWK�UHJDUG�WR�LWV�FDUERQ�HQHUJ\�WD[

SURSRVDO�LQ�������DQG�LV�VXSSRUWHG�E\�D�QXPEHU�RI�(8�FRXQWULHV��7KH�DUJXPHQW�DJDLQVW

LW��EDVHG�RQ�WKH�SULQFLSOHV�RI�VRYHUHLJQW\�DQG�VXEVLGLDULW\��LV�WKDW�FRXQWULHV�KDYH�D�ULJKW

WR�GHWHUPLQH�WKHLU�RZQ�WD[HV��)DLOXUH�WR�UHDFK�XQDQLPRXV�DJUHHPHQW�LQ�WKH�(8�RQ�WKLV

LVVXH�KDV�OHIW�WKH�(&�SURSRVDO�XQLPSOHPHQWHG��EXW�HYHQ�LI�LW�KDG�EHHQ�DJUHHG�DW�WKH

(XURSHDQ�OHYHO��WKHUH�ZRXOG�KDYH�EHHQ�FRQFHUQV�DERXW�FRPSHWLWLYHQHVV�DW�WKH�2(&'

DQG�JOREDO�OHYHOV��7KH�LQWHUQDWLRQDO�KDUPRQLVDWLRQ�RI�HQYLURQPHQWDO�WD[HV��LI�LW

SURFHHGV�DW�DOO��ZLOO�FOHDUO\�EH�D�ORQJ�DQG�GLIILFXOW�SURFHVV�

,W�LV�GLIILFXOW�WR�LPDJLQH�D�FRPSUHKHQVLYH�SROLF\�IRU�PRYLQJ�WRZDUGV�VXVWDLQDEOH

GHYHORSPHQW�WKDW�GRHV�QRW�PDNH�V\VWHPDWLF�XVH�RI�HQYLURQPHQWDO�WD[HV��,Q�D�PDUNHW

HFRQRP\�PRVW�UHVRXUFHV�DUH�DOORFDWHG�WKURXJK�WKH�SULFH�PHFKDQLVP��,Q�D�JURZLQJ

HFRQRP\�PRUH�RI�PRVW�JRRGV�ZLOO�EH�GHPDQGHG�DV�LQFRPHV�LQFUHDVH��,I�UHVRXUFHV�DUH

XQGHUSULFHG��WKH\�ZLOO�LQ�JHQHUDO�EH�RYHUXVHG��DV�LV�FXUUHQWO\�WKH�FDVH��,I�WKHLU�SULFH

GRHV�QRW�LQFUHDVH�ZLWK�LQFRPHV���LW�LV�OLNHO\�WKDW�D�JURZLQJ�HFRQRP\�ZLOO�H[DFHUEDWH

WKHLU�RYHUXVH��(QYLURQPHQWDO�WD[DWLRQ�DW�D�VXIILFLHQW�UDWH��ILUVW��WR�UHGXFH�WKH�FXUUHQW

RYHUXVH�RI�UHVRXUFHV�WR�D�VXVWDLQDEOH�OHYHO��DQG�WKHQ�JUDGXDOO\�LQFUHDVLQJ�WR�NHHS�LW

WKHUH��LV�DQ�HVVHQWLDO�LQVWUXPHQW�RI�HQYLURQPHQWDO�SROLF\�LI�WKH�HQYLURQPHQWDO

VXVWDLQDELOLW\�RI�D�PDUNHW�HFRQRP\�LV�WR�EH�DWWDLQHG�DQG�PDLQWDLQHG��,W�LV�FOHDU�WKDW�

HYHQ�DOOLHG�WR�RWKHU�LQVWUXPHQWV��FXUUHQW�UDWHV�RI�HQYLURQPHQWDO�WD[HV�DUH�QRW�VXIILFLHQW

WR�DFKLHYH�WKHVH�REMHFWLYHV�

7KH�:HVWHUQ�(XURSHDQ�H[SHULHQFH�RI�JUHHQ�WD[DWLRQ�FRXOG�QRZ�GHYHORS�LQ�RQH�RI

VHYHUDO�GLIIHUHQW�GLUHFWLRQV��6HYHUDO�FRXQWULHV�FOHDUO\�GHVLUH�WR�SXVK�DKHDG�ZLWK�PRUH

DPELWLRXV�VFKHPHV�RI�JUHHQ�WD[�UHIRUP��EXW�ZKDW�WKH\�DUH�OLNHO\�WR�HQDFW�XQLODWHUDOO\�LV

ERXQG�WR�EH�FRQVWUDLQHG�E\�FRQFHUQV�DERXW�QDWLRQDO�FRPSHWLWLYHQHVV�DQG�GLVWRUWLRQV�LQ

WKH�(8�VLQJOH�PDUNHW��+RZHYHU��LI�WKH�(8�ZHUH�WR�LQWURGXFH�PLQLPXP�HQHUJ\�WD[HV

DQG�D�FDUERQ�HQHUJ\�WD[�DORQJ�WKH�OLQHV�RI�WKH�(XURSHDQ�&RPPLVVLRQ¶V������SURSRVDO�

DV�D�PDMRULW\�RI�(8�FRXQWULHV�VHHP�WR�GHVLUH��D�IXUWKHU�UDQJH�RI�RSSRUWXQLWLHV�IRU

XQLODWHUDO�LQQRYDWLRQ�DQG�H[SHULPHQWDWLRQ�ZRXOG�RSHQ�XS��DQG�VRPH�RI�WKH�PRUH

DPELWLRXV�VFKHPHV�IRU�JUHHQ�WD[�UHIRUP�PLJKW�VWDUW�WR�EH�LPSOHPHQWHG�

%XW�LW�LV�VWLOO�QRW�FOHDU�ZKHWKHU�DQG�KRZ�VXFK�D�FRPPRQ�LQWURGXFWLRQ�RI�WD[HV�DW�WKH

(XURSHDQ�OHYHO�ZLOO�FRPH�DERXW��)RU�WKH�SUHVHQW��LW�RQO\�VHHPV�FHUWDLQ�WKDW

JRYHUQPHQWV�ZLOO�FRQWLQXH�WR�LQWURGXFH�HQYLURQPHQWDO�WD[DWLRQ�ELW�E\�ELW��DWWUDFWHG�E\

WKH�FRPELQDWLRQ�WKDW�VXFK�WD[DWLRQ�VHHPV�WR�RIIHU�RI�FRVW�HIIHFWLYH�HQYLURQPHQWDO

SROLF\�DQG�D�VRXUFH�RI�JRYHUQPHQW�UHYHQXH��ZKLFK�FDQ�SRVVLEO\�EH�XVHG�WR�PDNH�VRPH

LQURDGV�LQWR�XQHPSOR\PHQW�
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$SSHQGL[�RI�([FKDQJH�5DWHV

7KHUH�IROORZ�WKH�(&8�H[FKDQJH�UDWHV��LQ�0DUFK�������IRU�WKH�FXUUHQFLHV�WKDW�DUH

PHQWLRQHG�LQ�WKH�WH[W�

'HQPDUN (&8���� �'.U��

)UDQFH� (&8����� �))��

*HUPDQ\ (&8����� �'0�

1HWKHUODQGV (&8����� �'IO�

6ZHGHQ (&8����� �6(.��
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5()(5(1&(6

$QGHUVHQ��0�6������D�*RYHUQDQFH�E\�*UHHQ�7D[HV��0DNLQJ�3ROOXWLRQ

3UHYHQWLRQ�3D\��0DQFKHVWHU�8QLYHUVLW\�3UHVV��0DQFKHVWHU

&(��&DPEULGJH�(FRQRPHWULFV��	�)RUXP��)RUXP�IRU�WKH�)XWXUH������

$�3URVSHFWLYH�$VVHVVPHQW�RI�WKH�/DQGILOO�7D[��&(��&DPEULGJH

&ODUNH��.�������
7KH�&KDQFHOORU
V�6SHHFK
��%XGJHW�������)LQDQFLDO�7LPHV�

1RYHPEHU�����SS������

'H�$QGUDFD��5��	�0F&UHDG\��.�������,QWHUQDOL]LQJ�(QYLURQPHQWDO�&RVWV�WR�3URPRWH

(FR�(IILFLHQF\��%XVLQHVV�&RXQFLO�IRU�6XVWDLQDEOH�'HYHORSPHQW��*HQHYD

'H�:LW��*�������µ7KH�HIIHFWV�LQ�HPSOR\PHQW�RI�D�VKLIW�LQ�WD[DWLRQ�IURP�ODERXU�WR�WKH

HQYLURQPHQW¶��&HQWUXP�YRRU�HQHUJLHEHVSDULQJ�HQ�VFKRQH�WHFKQRORJLH��'HOIW

(&��(XURSHDQ�&RPPLVVLRQ�������*URZWK��&RPSHWLWLYHQHVV��(PSOR\PHQW��WKH

&KDOOHQJHV�DQG�:D\V�)RUZDUG�LQWR�WKH���VW�&HQWXU\��:KLWH�3DSHU��%XOOHWLQ�RI�WKH

(XURSHDQ�&RPPXQLWLHV�6XSSOHPHQW�������(XURSHDQ�&RPPLVVLRQ��%UXVVHOV

+DQOH\��1���+DOOHWW��6��	�0RIIDWW��,�������µ5HVHDUFK�SROLF\�DQG�UHYLHZ�����:K\�LV

PRUH�QRWLFH�QRW�WDNHQ�RI�HFRQRPLVWV¶�SUHVFULSWLRQV�IRU�WKH�FRQWURO�RI�SROOXWLRQ"¶�

(QYLURQPHQW�	�3ODQQLQJ�$��YRO�����SS����������

02(��0LQLVWU\�RI�(QYLURQPHQW��'HQPDUN�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\������

$FWLRQ�3ODQ�IRU�:DVWH�DQG�5HF\FOLQJ�������������02(��&RSHQKDJHQ

2(&'������(QYLURQPHQW�DQG�7D[DWLRQ��WKH�&DVHV�RI�WKH�1HWKHUODQGV��6ZHGHQ�DQG

WKH�8QLWHG�6WDWHV��2(&'��3DULV

2(&'������(QYLURQPHQWDO�7D[HV�LQ�2(&'�&RXQWULHV��2(&'��3DULV

2(&'������,PSOHPHQWDWLRQ�6WUDWHJLHV�IRU�(QYLURQPHQWDO�7D[HV��2(&'��3DULV

6PLWK��6�������³*UHHQ´�7D[HV�DQG�&KDUJHV��3ROLF\�DQG�3UDFWLFH�LQ�%ULWDLQ�DQG

*HUPDQ\��,QVWLWXWH�IRU�)LVFDO�6WXGLHV��/RQGRQ
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([HFXWLYH�6XPPDU\�RI�WKH�)XOO�:RUNVKRS�5HSRUW

(QYLURQPHQWDO�WD[HV�DQG�FKDUJHV�KDYH�EHHQ�WKH�VXEMHFW�RI�ZLGHVSUHDG�H[SHULPHQWDWLRQ

DQG�LPSOHPHQWDWLRQ�LQ�PDQ\�(XURSHDQ�FRXQWULHV��HVSHFLDOO\�LQ�1RUWK�(XURSH��GXULQJ

WKH�����V��7KH\�DUH�SDUW�RI�D�SURFHVV�RI�LQWHJUDWLRQ�RI�HQYLURQPHQWDO�SROLF\�LQWR�RWKHU

SROLF\�DUHDV��LQFOXGLQJ�ILVFDO�SROLF\��ZKLFK�LQYROYHV�0LQLVWULHV�RI�)LQDQFH�DQG�RWKHU

0LQLVWULHV��DV�ZHOO�DV�0LQLVWULHV�RI�(QYLURQPHQW��7KH�WKLQNLQJ�DQG�H[SHULHQFH

FRQFHUQLQJ�WKH�UROH�RI�HQYLURQPHQWDO�WD[HV�DQG�FKDUJHV�LQ�WKLV�SURFHVV�LV�WKH�VXEMHFW�RI

WKLV�UHSRUW��(LJKW�RI�WKH�ILIWHHQ�SDSHUV�SUHVHQWHG�DW�WKH�(XURSHDQ�)RXQGDWLRQ¶V

ZRUNVKRS�DUH�E\�WKH�VHQLRU�HFRQRPLF�DGYLVHUV�WR�0LQLVWULHV�RI�)LQDQFH��IRXU�DUH�E\

VHQLRU�HFRQRPLF�DGYLVHUV�WR�0LQLVWULHV�RI�(QYLURQPHQW��DQG�WKUHH�DUH�E\�UHVHDUFKHUV�

,QFOXGLQJ�HQYLURQPHQWDO�WD[HV�DPRQJ�HQYLURQPHQWDO�SROLF\�LQVWUXPHQWV�LQYROYHV�D�ULFKHU�

PRUH�EDODQFHG�DSSURDFK�WR�HQYLURQPHQWDO�SROLF\��WKDW�LV�OLNHO\�DOVR�WR�EH�PRUH�FRVW�

HIIHFWLYH�WKDQ�WRWDO�UHOLDQFH�RQ�UHJXODWLRQV��6XFK�WD[HV�DOVR�VHHN�WR�LQFRUSRUDWH�WKH�FRVWV�RI

HQYLURQPHQWDO�GDPDJH�LQWR�WKH�PDUNHW�SULFHV�RI�WKH�UHVSRQVLEOH�JRRGV�DQG�DFWLYLWLHV�

WKHUHE\�DFWLQJ�LQ�DFFRUGDQFH�ZLWK�WKH�3ROOXWHU�3D\V�3ULQFLSOH��7KUHH�RWKHU�PRWLYDWLRQV�IRU

LQWURGXFLQJ�HQYLURQPHQWDO�WD[HV�DQG�FKDUJHV��E\�ZKLFK�WKH\�PD\�EH�FODVVLILHG��DUH��WKH

GHVLUH�WR�UDLVH�UHYHQXH�WR�ILQDQFH�UHODWHG�HQYLURQPHQWDO�SROLF\��FRVW�FRYHULQJ�FKDUJHV���WKH

GHVLUH�WR�LQGXFH�OHVV�HQYLURQPHQWDOO\�GDPDJLQJ�SDWWHUQV�RI�HFRQRPLF�EHKDYLRXU��LQFHQWLYH

WD[HV���DQG�WKH�GHVLUH�WR�UDLVH�UHYHQXH�RYHU�DQG�DERYH��RU�LQGHSHQGHQWO\�RI��WKDW�UHTXLUHG

IRU�HQYLURQPHQWDO�SROLF\��UHYHQXH�UDLVLQJ�WD[HV���,Q�WKH�ODVW�FDVH��WKH�UHYHQXH�PD\�EH�XVHG

WR�UHGXFH�WKH�WD[�EXUGHQ�RQ�ODERXU��ZLWK�D�YLHZ�WR�UHGXFLQJ�XQHPSOR\PHQW��D�UHYHQXH�

QHXWUDO�WD[�VKLIW�ZKLFK�KDV�EHHQ�FDOOHG�JUHHQ�WD[�UHIRUP�

&RVW�FRYHULQJ�FKDUJHV�ZHUH�WKH�HDUOLHVW�NLQG�RI�HQYLURQPHQWDO�WD[�WR�EH�LQWURGXFHG�DQG

VWLOO�SOD\�DQ�LPSRUWDQW�SDUW�LQ�PDQ\�FRXQWULHV¶�HQYLURQPHQWDO�SROLF\�UHJLPHV��([DPSOHV

LQFOXGH�FKDUJHV�IRU�WKH�GLVSRVDO�RI�ZDVWH��WR�ERWK�ZDWHU�DQG�ODQG��LQ�FRXQWULHV�DV

GLYHUVH�DV�*HUPDQ\��)UDQFH��1HWKHUODQGV��3RUWXJDO��6SDLQ��,UHODQG�DQG�WKH�8.��DQG

FKDUJHV�IRU�WKH�DEVWUDFWLRQ�RI�ZDWHU��&RVW�FRYHULQJ�FKDUJHV�FDQ�DOVR�KDYH�DQ�LQFHQWLYH

HIIHFW��)RU�H[DPSOH��WKH�*HUPDQ�FKDUJHV�IRU�KRXVHKROG�ZDWHU�FRQVXPSWLRQ�DUH�OLNHO\

WR�KDYH�FRQWULEXWHG�WR�WKH�ORZHU�SHU�FDSLWD�KRXVHKROG�ZDWHU�FRQVXPSWLRQ�WKHUH

FRPSDUHG�WR�WKH�8.��ZKLFK�FKDUJHV�PRVW�KRXVHKROGV�IRU�ZDWHU�DW�D�UDWH�XQUHODWHG�WR

FRQVXPSWLRQ���6LPLODUO\�ZDVWH�GLVSRVDO�FKDUJHV�LQ�DQ�,ULVK�PXQLFLSDOLW\�ZRXOG�DSSHDU

WR�KDYH�UHGXFHG�WKH�YROXPH�RI�ZDVWH�DQG�LQFUHDVHG�WKH�OHYHO�RI�UHF\FOLQJ�

3XUH�LQFHQWLYH�WD[HV�DUH�WKRVH�LQ�ZKLFK�UHYHQXHV�DUH�RI�QR�FRQFHUQ��([DPSOHV�DUH�WKH

6ZHGLVK�12;�FKDUJHV��WKH�UHYHQXHV�IURP�ZKLFK�DUH�UHWXUQHG�WR�WKH�FKDUJH�SD\HUV�RQ

DQ�HQHUJ\�SURGXFHG�EDVLV��DQG�WKH�UHFHQW�%HOJLDQ�SURGXFW�WD[HV��ZKLFK�DUH�RQO\�OHYLHG

RQ�JRRGV�ZKLFK�KDYH�FOHDU��PRUH�HQYLURQPHQWDOO\�GHVLUDEOH��VXEVWLWXWHV��LQ�WKH�KRSH

WKDW�WKH�VZLWFK�DZD\�IURP�WKH�WD[HG�JRRG�WR�WKH�VXEVWLWXWH�ZLOO�EH�DOPRVW�WRWDO�

5HYHQXH�UDLVLQJ�FKDUJHV�DUH�WKH�IRFXV�RI�LQWHUHVW�ZKHQ��LQ�DGGLWLRQ�WR�DFKLHYLQJ

HQYLURQPHQWDO�LPSURYHPHQWV��LW�LV�GHVLUHG�WR�UHGXFH�WD[HV�RQ�RWKHU�IDFWRUV��HVSHFLDOO\

WKRVH�RQ�ODERXU�ZLWK�D�YLHZ�WR�VWLPXODWLQJ�HPSOR\PHQW��6HYHUDO�FRXQWULHV��LQFOXGLQJ

1RUZD\��6ZHGHQ��'HQPDUN�DQG�WKH�1HWKHUODQGV��KDYH�DOUHDG\�FDUULHG�RXW�OLPLWHG

JUHHQ�WD[�UHIRUPV�DQG�KDYH�HVWDEOLVKHG�JRYHUQPHQWDO�FRPPLVVLRQV�WR�VHH�ZKHWKHU�VXFK

UHIRUPV�PD\�EH�WDNHQ�IXUWKHU��:KLOH�WKH�HQYLURQPHQWDO�EHQHILWV�GHOLYHUHG�E\�VXFK�WD[
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VKLIWV�DUH�QRW�DW�GLVSXWH��WKHUH�LV�VRPH�FRQWURYHUV\�DV�WR�ZKHWKHU�WKHUH�ZLOO�DOVR�EH

JDLQV�LQ�RXWSXW�DQG�HPSOR\PHQW��7KH�HYLGHQFH�IURP�WKH�FRPPLVVLRQV�VR�IDU�VXJJHVWV

WKDW�VXFK�JDLQV�PD\�EH�H[SHFWHG��DOWKRXJK�WKH\�ZLOO�EH�VPDOO��$�TXLWH�GLIIHUHQW

DSSURDFK�WR�WKLV�LVVXH�LV�FXUUHQWO\�WDNHQ�E\�*HUPDQ\��ZKLFK�UHJDUGV�HQYLURQPHQWDO

WD[HV�DV�LPSRUWDQW�LQVWUXPHQWV�RI�HQYLURQPHQWDO�SROLF\�WR�WDFNOH�SDUWLFXODU

HQYLURQPHQWDO�SUREOHPV��EXW�XQVXLWDEOH�IRU�SOD\LQJ�D�PDMRU�ILVFDO�UROH�

7KH�YDULRXV�QDWLRQDO�H[SHULHQFHV�VKRZ�WKDW�WKHUH�LV�QR�RQH�VXFFHVVIXO�µPRGHO¶�

5DWKHU�WKH�SULQFLSOHV�RI�JUHHQ�WD[DWLRQ�DUH�LPSOHPHQWHG��DQG�ZLGHO\�PRGLILHG��LQ

DFFRUGDQFH�ZLWK�QDWLRQDO�SULRULWLHV�DQG�SHUVSHFWLYHV��7KHUH�KDYH�EHHQ��KRZHYHU�

WZR�LVVXHV�ZKLFK�VHHP�WR�GHPDQG�DWWHQWLRQ�LQ�DOO�FLUFXPVWDQFHV��FRPSHWLWLYHQHVV�DQG

GLVWULEXWLRQ��7KH�GLVWULEXWLRQDO�LVVXH�FDQ��LQ�SULQFLSOH��DOZD\V�EH�GHDOW�ZLWK�WKURXJK

FRPSHQVDWLRQ��DOWKRXJK�GHVLJQLQJ�V\VWHPV�RI�FRPSHQVDWLRQ�LV�QR�HDV\�PDWWHU�

7KH�PHFKDQLVP�LQWURGXFHG�E\�VHYHUDO�FRXQWULHV��WKH�1HWKHUODQGV�ZLWK�WKH�VPDOO�HQHUJ\

XVHUV¶�WD[��6HW~EDO��3RUWXJDO��ZLWK�ZDWHU�FRQVXPSWLRQ�DQG�ZDVWH�ZDWHU�WUHDWPHQW��RI

DOORZLQJ�D�WD[�IUHH�WKUHVKROG�RI�HVVHQWLDO�FRQVXPSWLRQ��RU�LQWURGXFLQJ�WKH�WD[

SURJUHVVLYHO\��ZLWK�KLJKHU�UDWHV�RQ�VXFFHVVLYH�EORFNV�RI�FRQVXPSWLRQ��ZRXOG�DSSHDU�WR

KDYH�PHULW�LQ�WKLV�FRQWH[W�

&RQFHUQV�DERXW�FRPSHWLWLYHQHVV�DUH�QRW�VR�HDVLO\�GHDOW�ZLWK��HVSHFLDOO\�LQ�WKH�FRQWH[W

RI�VPDOO��RSHQ�HFRQRPLHV��0XFK�LQJHQXLW\�KDV�EHHQ�VKRZQ�E\�FRXQWULHV�LQ�VHHNLQJ�WR

PLWLJDWH�FRPSHWLWLYHQHVV�HIIHFWV��HVSHFLDOO\�IURP�HQHUJ\�RU�FDUERQ�WD[DWLRQ��RQ�WKH

ZRUVW�DIIHFWHG�LQGXVWULDO�VHFWRUV��7KH�FDUERQ�HQHUJ\�WD[HV�RI�'HQPDUN��WKH

1HWKHUODQGV��6ZHGHQ�DQG�1RUZD\�DOO�KDYH�VSHFLDO�SURYLVLRQV��VXFK�DV�FRQFHVVLRQV�RU

UHLPEXUVHPHQWV��IRU�WKH�FRXQWULHV¶�HQHUJ\�LQWHQVLYH�VHFWRUV���7KH�GDQJHU�LV�WKDW�VXFK

PLWLJDWLRQ�ERWK�LQWURGXFHV�LQHIILFLHQF\��VXFK�WKDW�D�JLYHQ�HQYLURQPHQWDO�LPSURYHPHQW

HQGV�XS�FRVWLQJ�PRUH�WR�DFKLHYH�WKDQ�LW�PLJKW�KDYH�GRQH��DQG�LPSHGHV�WKH�EURDGHU

SURFHVV�RI�VWUXFWXUDO�HFRQRPLF�FKDQJH�WKDW�LV�OLNHO\�WR�EH�D�IXQGDPHQWDO�SDUW�RI�PRYHV

WRZDUGV�VXVWDLQDEOH�GHYHORSPHQW�

6HYHUDO�RI�WKH�SDSHUV�DW�WKH�ZRUNVKRS�VXJJHVW�WKDW�RQH�ZD\�RI�UHVROYLQJ�FRQFHUQV

DERXW�FRPSHWLWLYHQHVV��HVSHFLDOO\�LQ�WKH�VLQJOH�PDUNHW�FRQWH[W�RI�WKH�(XURSHDQ�8QLRQ�

ZRXOG�WR�LQWURGXFH�D�GHJUHH�RI�KDUPRQLVDWLRQ�DPRQJ�(8�PHPEHU�VWDWHV��HVSHFLDOO\

ZLWK�UHJDUG�WR�HQHUJ\�DQG�FDUERQ�WD[DWLRQ��+RZHYHU��LW�LV�QRW�FOHDU�WKDW�WKH

GLVDJUHHPHQWV�WKDW�SUHYHQWHG�WKH�LQWURGXFWLRQ�RI�WKH�(XURSHDQ�FDUERQ�HQHUJ\�WD[

SURSRVHG�E\�WKH�(XURSHDQ�&RPPLVVLRQ�LQ������KDYH�\HW�EHHQ�UHVROYHG��8QWLO�WKLV

RFFXUV��RU�XQWLO�WKH�IUDPHZRUN�IRU�VXFK�GHFLVLRQV�LV�FKDQJHG��WKH�LQWURGXFWLRQ�RI

FDUERQ�HQHUJ\�WD[DWLRQ�RQ�D�(XURSH�ZLGH�EDVLV�ZRXOG�VHHP�XQOLNHO\��DQG�FRQFHUQV

DERXW�FRPSHWLWLYHQHVV��DQG�GLVWRUWLRQV�DULVLQJ�IURP�DWWHPSWV�WR�DGGUHVV�WKHP��VHHP

OLNHO\�WR�SHUVLVW�

'RFXPHQWDWLRQ�DULVLQJ�IURP�WKH�(XURSHDQ�)RXQGDWLRQ¶V�ZRUNVKRS�(QYLURQPHQWDO�7D[HV�DQG

&KDUJHV��1DWLRQDO�([SHULHQFHV�DQG�3ODQV�

 
• $�:RUNLQJ�3DSHU�ZLWK�D�IXOO�UHSRUW�RI�WKH�ZRUNVKRS�DQG�WKH�SUHVHQWHG�SDSHUV�

• 6HYHQ�WDUJHWHG�EULHILQJV��LQFOXGLQJ�D�VXPPDU\�RI�WKH�UHSRUW��IRU�EXVLQHVV�DQG�HPSOR\HU¶V

DVVRFLDWLRQV��HPSOR\HHV�DQG�WUDGH�XQLRQV��SROLF\�PDNHUV�DQG�DGYLVHUV��ORFDO�JRYHUQPHQW�RIILFLDOV�

QRQ�JRYHUQPHQWDO�RUJDQLVDWLRQV��UHVHDUFKHUV�DQG�WKH�JHQHUDO�SXEOLF�
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/LVW�RI�3DSHUV�3UHVHQWHG�DW�WKH�:RUNVKRS

+DQV�&KULVWHQVHQ��+HDG�RI�'LYLVLRQ��0LQLVWU\�RI�WKH�(QYLURQPHQW�DQG�(QHUJ\�

'HQPDUN���'DQLVK�([SHULHQFH�ZLWK�:DVWH�&KDUJHV

)UDQN�&RQYHU\��3URIHVVRU��(QYLURQPHQWDO�,QVWLWXWH��8QLYHUVLW\�&ROOHJH�'XEOLQ�

,UHODQG���0DNLQJ�0DUNHWV�:RUN�IRU�WKH�(FRQRP\�DQG�WKH�(QYLURQPHQW���/HVVRQV�IURP�([SHULHQFH

LQ�*UHHFH��,UHODQG��3RUWXJDO�DQG�6SDLQ

0DUF�'H�&OHUFT��&KDLUPDQ��%HOJLDQ�(FR�7D[�&RPPLVVLRQ��%HOJLXP�
7KH�,PSOHPHQWDWLRQ�RI�*UHHQ�7D[HV��WKH�%HOJLDQ�([SHULHQFH

�

;DYLHU�'HODFKH��&KHI�GH�%XUHDX��0LQLVWqUH�GH�O¶(FRQRPLH�HW�GHV�)LQDQFHV��)UDQFH�
,PSOHPHQWLQJ�(FRWD[HV�LQ�)UDQFH��6RPH�,VVXHV

$QWKRQLH�+HQGHUVRQ��6HQLRU�(FRQRPLVW��0LQLVWU\�RI�+RXVLQJ��6SDWLDO�3ODQQLQJ�DQG

WKH�(QYLURQPHQW��7KH�1HWKHUODQGV���:DVWH�&KDUJHV�DQG�7D[HV�LQ�WKH�1HWKHUODQGV

-RQ�.DKQ��0LQLVWU\�RI�(QYLURQPHQW��6ZHGHQ�
(FRQRPLF�,QVWUXPHQWV�WR�$EDWH�$FLGLILFDWLRQ�LQ�6ZHGHQ

-HQV�3DJWHU�.ULVWHQVHQ��'LUHFWRU��0LQLVWU\�RI�(FRQRPLF�$IIDLUV��'HQPDUN�
(QYLURQPHQWDO�7D[HV��7D[�5HIRUP�DQG�WKH�,QWHUQDO�0DUNHW���6RPH�'DQLVK�([SHULHQFHV�DQG�3RVVLEOH

&RPPXQLW\�,QLWLDWLYHV

$QGHUV�.ULVWRIIHUVRQ��'LUHFWRU��0LQLVWU\�RI�)LQDQFH��6ZHGHQ�
7KH�:RUN�RI�WKH�6ZHGLVK�µ*UHHQ¶�7D[�&RPPLVVLRQ

$ULH�/HGHU��+HDG�RI�)LQDQFH��0LQLVWU\�RI�7D[DWLRQ��7KH�1HWKHUODQGV�
7D[HV�ZLWK�DQ�(QYLURQPHQWDO�%DVH�DQG�WKH�'XWFK�*UHHQ�&RPPLVVLRQ

7KRUYDOG�0RH��&KLHI�(FRQRPLF�$GYLVHU��7KH�5R\DO�0LQLVWU\�RI�)LQDQFH��1RUZD\�
2QJRLQJ�:RUN�LQ�WKH�1RUZHJLDQ�*UHHQ�7D[�&RPPLVVLRQ

)UDQN�YDQ�1DKPHQ��%XQGHVPLQLVWHULXP�GHU�)LQDQ]HQ��*HUPDQ\
(IIHFWLYH�IRUPXODWLRQ�RI�7D[�/DZV�7DNLQJ�(QYLURQPHQWDO�&RQVLGHUDWLRQV�LQWR�$FFRXQW

,YDQ�3LWWHYLOV��$GYLVHU�RI�)LQDQFH��0LQLVWU\�RI�)LQDQFH��%HOJLXP�
(FRWD[HV�RQ�3URGXFWV�LQ�%HOJLXP��WKH�1HHG�IRU�D�3URSHU�3RLQW�RI�,PSRVLWLRQ

�

$OEHUWR�3RWRWVFKQLJ��/RQGRQ�(FRQRPLFV��8QLWHG�.LQJGRP�
([SHULHQFH�ZLWK�$LU�3ROOXWLRQ�&KDUJHV�LQ�3RODQG

&KULVWRSKHU�5LOH\��&KLHI�(FRQRPLVW��'HSDUWPHQW�RI�WKH�(QYLURQPHQW�

8QLWHG�.LQJGRP��7KH�1HZ�8.�/DQGILOO�7D[

*XVWDY�7HLU��)LQDQFLDO�&RXQVHOORU��0LQLVWU\�RI�)LQDQFH��)LQODQG�
(YROXWLRQ�RI�&2��(QHUJ\�7D[HV�LQ�)LQODQG


