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7DEOH�RI�&RQWHQWV
([HFXWLYH�6XPPDU\� ����������������������������������������������������������������������������������� LLL
,��,QWURGXFWLRQ$��%DFNJURXQG ������������������������������������������������������������������������������������������ �%��,QWHUQDWLRQDO�3HUVSHFWLYH���������������������������������������������������������������������������� �
,,���6XUYH\�(YLGHQFH�IURP�&DPERGLD�RQ�*RYHUQDQFH�DQG�&RUUXSWLRQ$���6XUYH\�0HWKRGRORJ\ ������������������������������������������������������������������������������� �%���3HUFHSWLRQV�RQ�WKH�6WDWXV�RI�*RYHUQDQFH�LQ�&DPERGLD�������������������������������������� �%����3HUFHSWLRQV�RI�3HUIRUPDQFH� ���������������������������������������������������������� �D��3XEOLF�VHUYLFH�4XDOLW\%�����3HUFHSWLRQV�RI�,QWHJULW\�DQG�&RUUXSWLRQ���������������������������������������������D��&RUUXSWLRQ�DV�D�FRQVWUDLQW�WR�GHYHORSPHQWE� ,QWHJULW\���:KLFK�W\SH�RI�DJHQFLHV�UDWH�EHVW�DQG�ZRUVW"F��8QRIILFLDO�SD\PHQWV�±�KRZ�IUHTXHQW��E\�ZKRP��WR�ZKRP"G� 7UHQGV���,V�FRUUXSWLRQ�JHWWLQJ�EHWWHU�RU�ZRUVH"&��%HQHILWV�RI�*RRG�*RYHUQDQFH��&RVWV�RI�:HDN�*RYHUQDQFH ����������������������������������&����%HQHILWV�RI�JRRG�JRYHUQDQFH��FRVWV�RI�ZHDN�JRYHUQDQFH�������������������������D���3HUIRUPDQFH��TXDOLW\�RI�VHUYLFH�GHOLYHU\E� 5HYHQXH�PRELOL]DWLRQF��3RYHUW\�DOOHYLDWLRQG� )RUHLJQ�GLUHFW�LQYHVWPHQW&����6HFWRUDO�LVVXHV�� ���������������������������������������������������������������������������D��-XGLFLDU\E� &XVWRPVF��/HJDO�DQG�5HJXODWRU\�)UDPHZRUN

'��6RXUFHV�RI�6WURQJ�DQG�:HDN�*RYHUQDQFH��������������������������������������������������������'����7KH�RSLQLRQ�RI�SXEOLF�RIILFLDOV���������������������������������������������������������'����,QVWLWXWLRQDO�DUUDQJHPHQWV ��������������������������������������������������������������D��3HUVRQQHO�PDQDJHPHQWE� %XGJHW�PDQDJHPHQWF��6DODULHV��/HYHOV�DQG�'HOD\VG� ,QIRUPDWLRQH��5HVRXUFHVI���3HQDOWLHVJ��3XUFKDVH�RI�SRVLWLRQ'����,QWHJULW\��&RUUXSWLRQ�DQG�$FFRXQWDELOLW\ ��������������������������������������������D��&RPSODLQ�PHFKDQLVPV�IRU�SXEOLF�VHUYLFH�XVHUV�E� &RUUXSWLRQ�UHSRUWLQJ�PHFKDQLVPV'����6XSSRUW�IRU�UHIRUPV ����������������������������������������������������������������������
,,,��&RQFOXVLRQ�DQG�5HFRPPHQGDWLRQV$��6XPPDU\�)LQGLQJV�DQG�5HFRPPHQGDWLRQV� �����������������������������������������������������%��1H[W�6WHSV �������������������������������������������������������������������������������������������
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([HFXWLYH�6XPPDU\
*RYHUQDQFH�LV�WKH�ZD\�LQ�ZKLFK�SXEOLF�SRZHU�DQG�DXWKRULW\� LV�IRUPHG�DQG�XVHG�WR�FRQWURO�DQG�PDQDJHVRFLHW\¶V� UHVRXUFHV�� *RRG� JRYHUQDQFH� UHVWV� RQ� IRXU� SLOODUV�� �D�� DFFRXQWDELOLW\�� PHDQLQJ� WKDW� SXEOLFRIILFLDOV� FDQ� EH� FDOOHG� WR� WDVN� IRU� WKHLU� DFWLRQV�� �E�� WUDQVSDUHQF\��PHDQLQJ� WKDW� UHOHYDQW� LQIRUPDWLRQ� LVDFFHVVLEOH�DW� ORZ�FRVW���F��SUHGLFWDELOLW\��PHDQLQJ� WKDW�SROLFLHV�� ODZV�DQG�UHJXODWLRQV�DUH�FOHDU��NQRZ� LQDGYDQFH� DQG� DUH� XQLIRUPO\� DQG� HIIHFWLYHO\� HQIRUFHG�� DQG� �G�� SDUWLFLSDWLRQ�� PHDQLQJ� WKDW� WKH� SXEOLF� LVFRQVXOWHG�RQ�JRYHUQPHQW�DFWLRQV�WKDW�DIIHFW�WKHP��&DPERGLD¶V�WKH�QHZ�JRYHUQPHQW�LV�NHHQO\�DZDUH�RI�WKHQHHG�WR�LPSURYH�PDFURHFRQRPLF�SROLFLHV��PRELOL]H�UHVRXUFHV�IRU�LQYHVWPHQW��UDWLRQDOL]H�H[SHQGLWXUHV�DQGDGGUHVV�JRYHUQDQFH�SUREOHPV�DV�D�ZD\�RI�VWDUWLQJ�WKH�FRXQWU\�GRZQ�D�SDWK�WRZDUGV�VXVWDLQDEOH�JURZWK�7KH�5R\DO�*RYHUQPHQW�RI�&DPERGLD�KDV�SODFHG�JRRG�JRYHUQDQFH�DV�WKH�FRUQHUVWRQH�RI�LWV�GHYHORSPHQWDJHQGD�IRU�SRYHUW\�DOOHYLDWLRQ�DQG�VXVWDLQDEOH�HFRQRPLF�GHYHORSPHQW�ZLWK�HTXLW\�
$V� D� ILUVW� VWHS� WRZDUGV� WDFNOLQJ� JRYHUQDQFH� DQG� FRUUXSWLRQ� SUREOHPV�� RQ� -XO\� ��� ����� WKH� 5R\DO*RYHUQPHQW�RI�&DPERGLD�ZURWH�WR�WKH�:RUOG�%DQN�UHTXHVWLQJ�WHFKQLFDO�DVVLVWDQFH�IRU�FDSDFLW\�EXLOGLQJLQ� HQKDQFLQJ� JRYHUQDQFH� DQG� ILJKWLQJ� FRUUXSWLRQ�� � 2Q� $XJXVW� ���� ������ WKH� 5R\DO� *RYHUQPHQW� RI&DPERGLD��ZURWH�WR�WKH�:RUOG�%DQN�FRQILUPLQJ�WKH�*RYHUQPHQW¶V�FRPPLWPHQW�WR�GHYHORS�D�SURJUDP�WREXLOG�FDSDFLW\�LQ�HQKDQFLQJ�JRYHUQDQFH�DQG�ILJKWLQJ�FRUUXSWLRQ���7KLV�ZDV�WKH�ILUVW�VXUYH\�RI�LWV�NLQG�WR�EHFRQGXFWHG�ZLWK�DVVLVWDQFH�IURP�WKH�:RUOG�%DQN�LQ�$VLD���6LPLODU�LQ�GHSWK�FRXQWU\�JRYHUQDQFH�VXUYH\V�DUHEHLQJ�RU�KDYH�EHHQ�LPSOHPHQWHG�ZLWK�DVVLVWDQFH�IURP�WKH�:RUOG�%DQN�LQ�QXPHURXV�FRXQWULHV�LQFOXGLQJ$OEDQLD�� *HRUJLD�� /DWYLD�� 5XVVLD�� 6ORYDNLD�� (FXDGRU�� %ROLYLD�� 3DUDJXD\�� 7KDLODQG�� %HQLQ�� *KDQD�� DQG1LJHULD��7KH�NH\�FRPSRQHQWV�DQG�SULQFLSOHV�RI�WKLV�SURJUDP�DUH�
�� $�EURDG� FRPPLWPHQW� WR� D� SURFHVV� UHVXOWLQJ� LQ� FRQFUHWH� JRYHUQDQFH� DQG� LQVWLWXWLRQDO� UHIRUPV� �IRUZKLFK�PDLQVWUHDPLQJ�WKURXJK�WKH�%DQN�OHQGLQJ�RSHUDWLRQDO�VXSSRUW�FRXOG�WDNH�SODFH�LQ�GXH�FRXUVH�
�� $�SDUWLFLSDWRU\�SURFHVV�IURP�WKH�RXWVHW��LQYROYLQJ�EURDG�DQG�FRQWLQXRXV�HQJDJHPHQW�RI�FLYLO�VRFLHW\�OHDGLQJ�WR�FRQVHQVXV�EXLOGLQJ�DQG�FROOHFWLYH�DFWLRQ���7KLV�LQFOXGHV�WKH�FROODERUDWLRQ�RI�ERWK�FLYLO�VRFLHW\DQG�WKH�SULYDWH�VHFWRU�DV�DQ�LPSRUWDQW�HOHPHQW�IRU�VWUDWHJ\�DQG�DFWLRQ�SURJUDP���IRUPXODWLRQ�
�� $Q�LQ�GHSWK�GLDJQRVWLF�EDVHG�RQ�WKUHH�W\SHV�RI�VXUYH\V�FDUULHG�RXW�E\�LQGHSHQGHQW��ORFDO�RUJDQL]DWLRQVZLWK�:RUOG�%DQN�,QVWLWXWH��:%,��PHWKRGRORJLFDO�VXSSRUW�
�� 7UDQVSDUHQF\�LQ�WKH�VKDULQJ�DQG�ZLGH�GLVVHPLQDWLRQ�DQG�GLVFXVVLRQ�RI�WKH�GLDJQRVWLF�ILQGLQJV�
�� &ROOHFWLYH�DFWLRQ� WR�GHVLJQ�D� FRQFUHWH� DFWLRQ�SURJUDP�RI� DQWLFRUUXSWLRQ�ZLWK� WKH�SDUWLFLSDWLRQ�RI� DOOPDMRU�VWDNHKROGHUV�
%RWK�WKH�5R\DO�*RYHUQPHQW�RI�&DPERGLD�DQG�WKH�:RUOG�%DQN�UHFRJQL]H�WKDW�VWUHQJWKHQLQJ�JRYHUQDQFHDQG�FRPEDWLQJ�FRUUXSWLRQ�LV�DQ�LQWHJUDO�HOHPHQW�IRU�SURPRWLQJ�VXVWDLQDEOH�GHYHORSPHQW�LQ�&DPERGLD����,QIXOO� FROODERUDWLRQ� ZLWK� JRYHUQPHQW�� GLDJQRVWLF� JRYHUQDQFH� VXUYH\V� RI� SXEOLF� RIILFLDOV�� FLWL]HQV�� DQGHQWHUSULVHV�ZHUH�FRQGXFWHG�E\�D�ORFDO�1*2��/LGHH�.KPHU��LQ�1RYHPEHU�DQG�'HFHPEHU������XQGHU�WKH:RUOG� %DQN¶V� VXSHUYLVLRQ�� � 7KHVH� VXUYH\V� SUHVHQW� REMHFWLYH� HYLGHQFH� EDVHG� RQ� SHUVRQDO� LQWHUYLHZVFRQGXFWHG�LQ�&DPERGLD�GXULQJ�1RYHPEHU�DQG�'HFHPEHU�������LQYROYLQJ������KRXVHKROGV������SULYDWHHQWHUSULVHV��DQG�����SXEOLF�RIILFLDOV�LQ�3KQRP�3HQK�DQG�IRXU�SURYLQFHV�� �7KH�VXUYH\V�ZHUH�GHVLJQHG� WRDVVLVW�LQ�SROLF\�DQG�VWUDWHJ\�IRUPXODWLRQ�IRU�DQ�DFWLRQ�SURJUDP�WR�HQKDQFH�JRYHUQDQFH�LQ�&DPERGLD�LQ�DWOHDVW� WKUHH� ZD\V�� ��� FROOHFWLQJ� WKH� SHUFHSWLRQV� DQG� H[SHULHQFHV� RI� KRXVHKROGV�� HQWHUSULVHV� DQG� SXEOLFRIILFLDOV� LQ� &DPERGLD�� ��� PHDVXULQJ� WKH� EHQHILWV� RI� JRRG� JRYHUQDQFH�� DQG� ��� KHOSLQJ� WR� LGHQWLI\� WKHVRXUFHV�RI�JRRG�JRYHUQDQFH��DQG�KLJKOLJKWLQJ�SULRULW\�DUHDV�ZKHUH�LW�FDQ�EH�VWUHQJWKHQHG��7KH�HYLGHQFHSUHVHQWHG� FRPSOHPHQWV�RWKHU� LPSRUWDQW�H[SHUWV¶�DQDO\VLV� DQG�FDVH� VWXGLHV� LQFOXGLQJ�D� UHFHQW�$'%�DQG&'5,�UHYLHZ�RI�JRYHUQDQFH�LVVXHV�LQ�&DPERGLD�� �$V�ZLWK�DOO�VXUYH\V��DOWKRXJK�WKH�FXUUHQW�ZRUN�VKHGV
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LPSRUWDQW�DQG�YDOXDEOH�OLJKW�RQ�D�SUREOHP�RQ�ZKLFK�WKHUH�LV�YHU\�OLWWOH�GDWD��WKH�UHVXOWV�VKRXOG�EH�WDNHQ�LQSHUVSHFWLYH�� �7KH�VXUYH\V�SURYLGH�DQ�DFFXUDWH� UHSUHVHQWDWLRQ�RI� WKH�YLHZV�DQG�TXDQWLWDWLYH�HVWLPDWHV�RIWKRVH�ZKR�UHVSRQGHG�±�EXW�WKH\�FDQQRW�DVVHVV�WKH�OHYHO�RI�NQRZOHGJH�RU�KRQHVW\�RI�HDFK�UHVSRQGHQW��QRUFDQ�LW�UHSUHVHQW�LQIRUPDWLRQ�ZLWKKHOG�IURP�WKH�LQWHUYLHZHU�
,���7KH�6WDWXV�RI�*RYHUQDQFH�LQ�&DPERGLD,Q�GHSWK�FRXQWU\�VXUYH\�UHVXOWV�SURYLGH�TXDOLWDWLYH�UHYLHZV�RI�SXEOLF�VHUYLFH�GHOLYHU\�DQG�LQWHJULW\�ZKLFKVXJJHVW�WKDW�WKHUH�DUH�SUREOHP�DUHDV��%RWK�KRXVHKROGV�DQG�HQWHUSULVHV�SHUFHLYH�WKDW�WKH�TXDOLW\�RI�VHYHUDOSXEOLF�VHUYLFHV�WR�EH�UHODWLYHO\�SRRU����HVSHFLDOO\�FRXUWV��FXVWRPV�DQG�WD[�DXWKRULWLHV��URDG�VHUYLFHV��DQGSROLFH�� � 3XEOLF� FRUUXSWLRQ� LV� SHUFHLYHG� DV� D� OHDGLQJ� SUREOHP� IRU� FLWL]HQV� DQG� HQWHUSULVHV� RI� DOO� W\SHV�UDQNLQJ�ILUVW�RU�VHFRQG�IRU�DOO�JURXSV�DV�WKH�OHDGLQJ�FRQVWUDLQW��6RPH�IXQFWLRQV�RI�JRYHUQPHQW��VXFK�DV�WKHMXGLFLDU\��UHYHQXH�FROOHFWLRQ�ERGLHV��DQG�ERGLHV�PDQDJLQJ�SXEOLF�DVVHWV�DUH�UDWHG�SDUWLFXODUO\�SRRUO\��DQGGHVHUYH�SULRULW\�DWWHQWLRQ� LQ�UHIRUP�HIIRUWV��7KH� MXGLFLDU\� LV� UHSRUWHG�QRW�RQO\� WR�SURYLGH�VHUYLFH�RI� WKHSRRUHVW� TXDOLW\� EXW� DOVR� WR� UHTXLUH� ODUJH� EULEHV� RI� WKRVH� XVLQJ� LW�� � &XVWRPV�� EXVLQHVV� OLFHQVHV�� SROLFH�VWDQGDUG�LQVSHFWLRQV��DQG�WD[�DXWKRULW\�SURYLGH�SRRU�TXDOLW\�VHUYLFHV�DQG�UHTXLUH�WKH�ODUJHVW�EULEHV�IURPHQWHUSULVHV�
,,���&RVWV�RI�:HDN�*RYHUQDQFH�DQG�&RUUXSWLRQ6XUYH\�UHVXOWV�VKRZ�WKDW�WKH�SHUFHSWLRQ�RI�ZHDN�DJHQF\�SHUIRUPDQFH�LV�FORVHO\�UHODWHG�WR�WKH�SHUFHSWLRQRI ZHDN�LQWHJULW\���)XUWKHUPRUH��EULEHV�DUH�IRXQG�WR�EH�DVVRFLDWHG�ZLWK�SRRU�VHUYLFH�TXDOLW\�UDWLQJV�±�WKDWLV��SD\LQJ�EULEHV�LV�QRW�YLHZHG�DV�FRQWULEXWLQJ�WR�EHWWHU�VHUYLFH�GHOLYHU\���,Q�DGGLWLRQ��WKH�VXUYH\�VXJJHVWVWKDW�ZHDN�JRYHUQDQFH�PD\�EH�ORVLQJ�WKH�JRYHUQPHQW�UHYHQXH��ERWK�WKURXJK�HYDVLRQ�RI�WD[HV�DQG�FXVWRPVGXWLHV�DQG� WKURXJK�GLYHUVLRQ�RI�UHVRXUFHV�IURP�WKHLU�LQWHQGHG�GHVWLQDWLRQ�� � ,Q� IDFW��ERWK�HQWHUSULVHV�DQGKRXVHKROGV�H[SUHVV�D�ZLOOLQJQHVV�WR�SD\�PRUH�IRU�JRRG�JRYHUQDQFH���1H[W��WKH�KRXVHKROG�VXUYH\�UHVXOWVVXJJHVW�WKDW�FRUUXSWLRQ�PD\�QRW�RQO\�ZHDNHQ�JRYHUQPHQW¶V�DELOLW\�WR�GHOLYHU�VHUYLFHV�WR�WKH�SRRU��EXW�DOVRPD\�GLVSURSRUWLRQDWHO\�EXUGHQ�WKHP�WKURXJK�WKH�LQIRUPDO�SD\PHQWV�WKH\�PXVW�PDNH����)LQDOO\��HQWHUSULVHUHVSRQVHV� VWURQJO\� VXJJHVW� WKDW� IRUHLJQ� FRPSDQLHV� HQFRXQWHULQJ� FRUUXSWLRQ� DUH� GHWHUUHG� IURP� IXUWKHULQYHVWPHQWV�LQ�&DPERGLD�
,,,��6RXUFHV�RI�ZHDN�JRYHUQDQFH7KH�GHWDLOHG�GDWD�RQ�RUJDQL]DWLRQV�FKDUDFWHULVWLF�DQG�RSHUDWLQJ�FRQGLWLRQV�FROOHFWHG�LQ�WKH�SXEOLF�RIILFLDOVVXUYH\�FRPELQHG�ZLWK�RWKHU�VXUYH\�UHVXOWV��SHUPLW�VRPH�VWURQJ�FRUUHODWLRQV�WR�EH�REVHUYHG�UHJDUGLQJ�WKHVRXUFHV� RI� VWURQJ� DQG� ZHDN� JRYHUQDQFH�� 7KH� GDWD� DYDLODEOH� IRU� &DPERGLD� VXJJHVW� WKDW� WKH� IROORZLQJIDFWRUV�PD\�LQIOXHQFH�SHUIRUPDQFH�DQG�LQWHJULW\�

� :DJH�OHYHOV�DQG�WLPHOLQHVV�RI�SD\PHQW�� $SSURSULDWH�PDWFK�EHWZHHQ�ILQDQFLDO�UHVRXUFHV�DQG�DVVLJQHG�WDVNV�� 3HUVRQQHO�PDQDJHPHQW�SUDFWLFHV�ZKLFK�UHZDUG�PHULW�DQG�SURIHVVLRQDOLVP�FRPELQHG�ZLWKIUHTXHQW�SHUIRUPDQFH�HYDOXDWLRQ�� %XGJHW�PDQDJHPHQW�SUDFWLFHV�WKDW�DUH�FOHDU�DQG�WUDQVSDUHQW�� ,QIRUPDWLRQ�DQG�NQRZOHGJH�WKDW�IORZ�HIILFLHQWO\�ZLWKLQ�DQG�DFURVV�RUJDQL]DWLRQV�� 3HQDOW\�V\VWHPV�WKDW�DUH�LPSDUWLDOO\�DSSOLHG�LQ�WKH�QHFHVVDU\�FDVHV�� (IIHFWLYH�FRPSODLQW�PHFKDQLVPV�WKDW�DUH�OLQNHG�WR�SHQDOW\�V\VWHPV�
7KH� VXUYH\V� UHYHDO� VWURQJ� VXSSRUW� ZLWKLQ� JRYHUQPHQW� IRU� JRYHUQDQFH� UHIRUP� DQG� DQWL�FRUUXSWLRQPHDVXUHV���2IILFLDOV�ILQG�D�ZLGH�YDULHW\�RI�PHDVXUHV�KHOSIXO��DQG�WKH�IROORZLQJ�YHU\�KHOSIXO�

� (VWDEOLVKLQJ�D�OLYLQJ�ZDJH�IRU�SXEOLF�RIILFLDOV�� (VWDEOLVKLQJ�SHUVRQQHO�PDQDJHPHQW�V\VWHP�LQ�WKH�SXEOLF�VHFWRU��ZKHUH�FRPSHQVDWLRQ�DQGSURPRWLRQ�DUH�VSHFLILFDOO\�EDVHG�RQ�SHUIRUPDQFH�
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� *UHDWHU�RYHUVLJKW�RI�JRYHUQPHQW�IXQFWLRQV�E\�WKH�JHQHUDO�SXEOLF�DQG�FLYLO�VRFLHW\�� 5HJXODU�GHFODUDWLRQ�RI�DVVHWV�RI�SXEOLF�RIILFLDOV�
7KH�VXSSRUW�H[SUHVVHG�E\�SXEOLF�RIILFLDOV��FRPELQHG�ZLWK�WKH�ZLOOLQJQHVV�WR�SD\�H[SUHVVHG�E\�KRXVHKROGVDQG�HQWHUSULVHV��VXJJHVW�D�SRVLWLYH�HQYLURQPHQW�IRU�JRRG�JRYHUQDQFH�DQG�DQWL�FRUUXSWLRQ�UHIRUPV�
,QWHUQDWLRQDO� H[SHULHQFH� VKRZV� WKDW� WKH� VROXWLRQ� WR� JRYHUQDQFH� SUREOHPV� RQO\� EHJLQV� ZLWK� H[SHUWGLDJQRVLV���$V�WKH�LQWURGXFWLRQ�QRWHV��WKH�VROXWLRQV�PXVW�EH�IRXQG�E\�FRPPLWWHG�PHPEHUV�RI�JRYHUQPHQW�FLYLO� VRFLHW\� DQG� WKH�SULYDWH� VHFWRU��ZRUNLQJ� LQ� D� SDUWLFLSDWRU\� DQG� WUDQVSDUHQW�PDQQHU� WR� DJUHH� RQ� WKHSUREOHP�DQG�RQ�DQ�DFWLRQ�SODQ�WR�DGGUHVV�WKH�SUREOHP��WKHQ�ZRUNLQJ�FROOHFWLYHO\�WR�LPSOHPHQW�VROXWLRQV�7KH\�PXVW�DUULYH�WRJHWKHU�DW�DQ�DJUHHG�XSRQ�VWUDWHJ\�DQG�SODQ�RI�DFWLRQ��LQFOXGLQJ�ERWK�VKRUW�DQG�ORQJ�WHUP�PHDVXUHV�GHVLJQHG�WR�VWUHQJWKHQ�JRYHUQDQFH�DQG�UHGXFH�FRUUXSWLRQ�
6WUHQJWKHQLQJ�JRYHUQDQFH�LQYROYHV�D�FRPSOH[�PL[�RI�DSSURDFKHV�LQFOXGLQJ�UHIRUPV�LQ�HFRQRPLF�SROLFLHV�ILQDQFLDO�FRQWUROV��SXEOLF�DQG�FLYLO�VRFLHW\�RYHUVLJKW��WKH�OHJDO�V\VWHP�DQG�MXGLFLDU\��DQG�FLYLO�VHUYLFH��%XWWKHUH�LV�QR�RQH�UHFLSH�IRU�WKH�SHUIHFW�PL[�RI�WKHVH�HOHPHQWV��'LIIHUHQW�FRXQWULHV�KDYH�SXUVXHG�D�YDULHW\�RIGLIIHUHQW� LQLWLDO� VWHSV� DORQJ� WKH� ORQJ� SDWK� WR� JRRG� JRYHUQDQFH�� � 6RPH� LPPHGLDWH� DFWLRQV�� VXFK� DVHVWDEOLVKPHQW� RI� D� FRGH� RI� FRQGXFW� FDQ� EH� WDNHQ� TXLFNO\�� � 2WKHUV�� VXFK� DV� FRPSUHKHQVLYH� UHIRUP� RISHUVRQQHO�DQG�ILQDQFLDO�RYHUVLJKW�V\VWHPV��WDNH�ORQJHU�
7KLV�UHSRUW�ZLOO�EH�SUHVHQWHG�E\��WKH�:RUOG�%DQN�DW�WKH�&RQVXOWDWLYH�'RQRU�*URXS�PHHWLQJ�LQ�0D\�IRUGLVFXVVLRQ� RI� LWV� ILQGLQJV� DQG� LPSOLFDWLRQV�� 7KLV� UHSRUW� ZLOO� FRPSOHPHQW� WKH� LQIRUPDWLRQ� IURP� RWKHULQSXWV��VXFK�DV�WKH�*RYHUQDQFH�5HSRUW�SUHSDUHG�E\�WKH�$VLDQ�'HYHORSPHQW�%DQN�WR�GHYHORS�*RYHUQDQFHVWUDWHJ\� LQ� &DPERGLD�� � ,W� LV� H[SHFWHG� WKDW� WKHVH� UHSRUWV�� DQDO\VHV� DQG� ILQGLQJV�� ZLOO� EH� XVHG� E\� WKH*RYHUQPHQW�XQGHU�WKH�OHDGHUVKLS�RI�WKH�2IILFH�RI�WKH�&RXQFLO�RI�0LQLVWHUV�DQG�YDULRXV�VWDNHKROGHU�JURXSVWR�IXUWKHU�GHYHORS��LQ�WKH�PRQWKV�WR�FRPH��WKH�*RYHUQDQFH�$FWLRQ�3ODQ�GUDIWHG�E\�WKH�*RYHUQPHQW���)RUVXFK�D�VWUDWHJ\�WR�VXFFHHG��*RYHUQPHQW�PXVW�HQJDJH�LQ�WKLV�HIIRUW�QRW�RQO\�LWV�LQWHUQDO�UHVRXUFHV�DQG�ZLOO�EXW�DOVR�FLYLO�VRFLHW\��SULYDWH�VHFWRU��DQG�GRQRUV�
2QFH� WKH� *RYHUQPHQW� KDV� UHYLHZHG� WKH� GRFXPHQW� LQWHUQDOO\� DQG� HQGRUVHG� LWV� FRQWHQW�� DQG� EHIRUH� WKHFRQVXOWDWLRQV� RQ� WKH� GUDIW� *RYHUQDQFH� $FWLRQ� 3ODQ� DUH� ODXQFKHG� �PLG�-XO\��� WKH� GRFXPHQW� ZLOO� EHSXEOLVKHG� DV� D� MRLQW� GRFXPHQW�� ZLWK� *RYHUQPHQW� DQG� :RUOG� %DQN� DXWKRUVKLS�� � � ,W� ZLOO� EH� ZLGHO\GLVVHPLQDWHG��E\�WKH�*RYHUQPHQW�LQ�.KPHU�DQG�(QJOLVK�DW�D�PDMRU�1DWLRQDO�*RYHUQDQFH�:RUNVKRS�WR�EHKHOG� PLG�-XO\�� � � 7KLV� ZRUNVKRS� ZLOO� KHOS� EXLOG� VXSSRUW� DQG� PRPHQWXP� IRU� UHIRUP� IRUPLQJ� D� EURDGFRDOLWLRQ�WR�LPSURYH�JRYHUQDQFH�DQG�FXUE�FRUUXSWLRQ�LQ�&DPERGLD���$OO�PDMRU�VWDNHKROGHUV�ZLOO�DWWHQG�WKLVZRUNVKRS��ZKLFK�ZLOO� EH� RSHQ� WR� WKH�SUHVV�� �7KH� VXFFHVV� RI� WKLV� LQLWLDWLYH�� DV� QRWHG� E\� KLV�([FHOOHQF\+81�6(1�LQ�WKH�FRQIHUHQFH�RQ�'HPRFUDF\��*RRG�*RYHUQDQFH��DQG�7UDQVSDUHQF\��FULWLFDOO\�GHSHQGV�RQWKH�DFWLYH�SDUWLFLSDWLRQ�RI�DOO�SOD\HUV�FRQFHUQHG�
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,��,QWURGXFWLRQ
³*RRG�JRYHUQDQFH�LV�RI�SDUDPRXQW�LPSRUWDQFH�WR�HQVXUH�VXFFHVVIXO�HFRQRPLF�GHYHORSPHQW>«@�7KH�SULQFLSOHV�RI�JRRG�JRYHUQDQFH�UHTXLUH�DFWLYH�SDUWLFLSDWLRQ�RI�DOO�SOD\HUV�FRQFHUQHG�IURP�ERWK�WKH�JRYHUQPHQW�LQVWLWXWLRQV�DQG�FLYLO�VRFLHW\�DW�ODUJH�´�

³$V�D�&RXQWU\��ZH�ZLOO�QHHG�WR�SULRULWL]H�DQG�DJUHH�RQ�UHDOLVWLF�VHWV�RI�VHTXHQFHG�DFWLRQV�WKDWUHLQIRUFH�RQH�DQRWKHU�>«@�7R�VXFFHHG�ZH�DOO�QHHG�WR�ZRUN�WRJHWKHU��JRYHUQPHQW��1*2¶V�SULYDWH�VHFWRU�´�

$���%DFNJURXQG
*RYHUQDQFH�LV�WKH�ZD\�LQ�ZKLFK�SXEOLF�SRZHU�DQG�DXWKRULW\� LV�IRUPHG�DQG�XVHG�WR�FRQWURO�DQG�PDQDJHVRFLHW\¶V� UHVRXUFHV�� *RRG� JRYHUQDQFH� UHVWV� RQ� IRXU� SLOODUV�� �D�� DFFRXQWDELOLW\�� PHDQLQJ� WKDW� SXEOLFRIILFLDOV� FDQ� EH� FDOOHG� WR� WDVN� IRU� WKHLU� DFWLRQV�� �E�� WUDQVSDUHQF\��PHDQLQJ� WKDW� UHOHYDQW� LQIRUPDWLRQ� LVDFFHVVLEOH�DW� ORZ�FRVW���F��SUHGLFWDELOLW\��PHDQLQJ� WKDW�SROLFLHV�� ODZV�DQG�UHJXODWLRQV�DUH�FOHDU��NQRZ� LQDGYDQFH� DQG� DUH� XQLIRUPO\� DQG� HIIHFWLYHO\� HQIRUFHG�� DQG� �G�� SDUWLFLSDWLRQ�� PHDQLQJ� WKDW� WKH� SXEOLF� LVFRQVXOWHG� RQ� JRYHUQPHQW� DFWLRQV� WKDW� DIIHFW� WKHP�� &RUUXSWLRQ�� FRPPRQO\� GHILQHG� DV� DEXVH� RI� SXEOLFRIILFH�IRU�SULYDWH�JDLQV�� LV�D�NH\�V\PSWRP�RI�ZHDN�JRYHUQDQFH��7KH�PDLQ�REMHFWLYH�RI� WKLV� UHSRUW� LV� WRVXSSRUW�WKH�HIIRUWV�RI�WKH�5R\DO�*RYHUQPHQW�RI�&DPERGLD�WR�HQKDQFH�JRYHUQDQFH�DQG�ILJKW�FRUUXSWLRQ�IRUSRYHUW\�DOOHYLDWLRQ�DQG�VXVWDLQDEOH�GHYHORSPHQW�
7KH� IRUPDWLRQ� RI� WKH� 5R\DO� *RYHUQPHQW� � ��D� FRDOLWLRQ� JRYHUQPHQW��� � LQ� ����� DOORZHG� &DPERGLD� WRVWDELOL]H� WKH� HFRQRP\�� UHVWRUH� HFRQRPLF� JURZWK�� DQG� EHJLQ� UHIRUPV� WR� WUDQVIRUP� WKH� HFRQRP\� LQWR� DPDUNHW�RULHQWHG� RQH�� 6LQFH� ������ KRZHYHU�� WKH� *RYHUQPHQW¶V� UHIRUP� HIIRUWV� ZHDNHQHG� GXH� SDUWO\� WRLQWHUQDO�SROLWLFDO�GHYHORSPHQWV�� WKH� ODFN�RI� LQWHUQDWLRQDO� DLG� IROORZLQJ� WKH� -XO\� ����� HYHQWV�� DQG� VRPHIXQGDPHQWDO� ILVFDO� DQG� JRYHUQDQFH� SUREOHPV� GHYHORSHG�� � $� QHZ� FRDOLWLRQ� JRYHUQPHQW� OHG� E\� 3ULPH0LQLVWHU� +XQ� 6HQ� HPHUJHG� LQ� 1RYHPEHU� ����� DQG� WKH� SROLWLFDO� VLWXDWLRQ� EHFDPH� PRUH� VWDEOH�� $VGHPRQVWUDWHG� LQ� WKH�5R\DO�*RYHUQPHQW� RI�&DPERGLD¶V� 3ODWIRUP�RQ�6HFRQG�7HUP�� ����������� DQG� WKH3ULPH�0LQLVWHU¶V�VWDWHPHQW�DW�WKH�WKLUG�&*�PHHWLQJ�KHOG�LQ�)HEUXDU\�������WKH�QHZ�*RYHUQPHQW�LV�NHHQO\DZDUH� RI� WKH� QHHG� WR� LPSURYH� PDFURHFRQRPLF� SROLFLHV�� PRELOL]H� UHVRXUFHV� IRU� LQYHVWPHQW�� UDWLRQDOL]HH[SHQGLWXUHV�LPSOHPHQW�VWDWH�UHIRUP��DQG�DGGUHVV�JRYHUQDQFH�SUREOHPV�DV�D�ZD\�RI�VWDUWLQJ�WKH�FRXQWU\GRZQ� D� SDWK� WRZDUGV� VXVWDLQDEOH� JURZWK�� 7KH� 5R\DO� *RYHUQPHQW� RI� &DPERGLD� KDV� SODFHG� JRRGJRYHUQDQFH� DV� WKH� FRUQHUVWRQH� RI� LWV� GHYHORSPHQW� DJHQGD� IRU� SRYHUW\� DOOHYLDWLRQ� DQG� VXVWDLQDEOHHFRQRPLF�GHYHORSPHQW�ZLWK�HTXLW\�
7KH� QHZ� *RYHUQPHQW� UHQHZHG� UHIRUP� HIIRUWV� DQG� XQGHUWRRN� VRPH� QRWDEOH� SROLF\� DFWLRQV� LQFOXGLQJLPSOHPHQWLQJ� WKH� YDOXH�DGGHG� WD[�� FXUWDLOLQJ� LOOHJDO� ORJJLQJ� DQG� FDQFHOLQJ�� FRQFHVVLRQ� FRQWUDFWV� LQYLRODWLRQ�RI�WKH�WHUPV�RI�FRQWUDFWV��HOLPLQDWLQJ�JKRVW�VROGLHUV�DQG�LQLWLDWLQJ�PLOLWDU\�GHPRELOL]DWLRQ�ZLWKUHJLVWUDWLRQ�RI�VROGLHUV��DQG�DPHQGLQJ�WKH�,PSOHPHQWLQJ�5HJXODWLRQV�IRU�WKH�/DZ�RQ�,QYHVWPHQW�WR�IXUWKHUWLJKWHQ� H[HPSWLRQV��7KH�*RYHUQPHQW¶V� UHFHQW� SROLF\� DFWLRQV� KDYH� FUHDWHG� QHZ�PRPHQWXP� IRU� UHIRUP�
� 6DPGHFK� +81� 6(1� 3ULPH� 0LQLVWHU�� 5R\DO� *RYHUQPHQW� RI� &DPERGLD�� .H\QRWH� $GGUHVV� WR� 7KH2SHQLQJ�&HUHPRQ\�RI�WKH�1DWLRQDO�&RQIHUHQFH�2Q��³'HPRFUDF\��*RRG�*RYHUQDQFH�DQG�7UDQVSDUHQF\´���0DUFK������
� +�(��62.�$1�6HQLRU�0LQLVWHU�LQ�FKDUJH�RI�WKH�2IILFH�RI�&RXQFLO�RI�0LQLVWHUV��3HUPDQHQW�0HPEHU�RIWKH� 6XSUHPH� &RXQFLO� RI� 6WDWH� 5HIRUP�� DQG� &KDLUPDQ� RI� WKH� &RXQFLO� RI� $GPLQLVWUDWLYH� 5HIRUP�&RQFOXGLQJ�UHPDUNV� WR� WKH�1DWLRQDO�&RQIHUHQFH�RQ�³'HPRFUDF\��*RRG�*RYHUQDQFH�DQG�7UDQVSDUHQF\´���0DUFK������
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7KH�:RUOG�%DQN¶V�6WUXFWXUDO�$GMXVWPHQW�&UHGLW� �6$&��DQG� WKH� ,0)¶V�3RYHUW\�5HGXFWLRQ� DQG�*URZWK)DFLOLW\��35*)��DUH�QRZ�LQ�SODFH�WR�KHOS�PRYH�IRUZDUG�WKH�*RYHUQPHQW�UHIRUP�DJHQGD��WKH�FRUH�RI�ZKLFKOLHV�ZLWK�HQKDQFLQJ�JRYHUQDQFH�LQ�HFRQRPLF�PDQDJHPHQW�
&DPERGLD� LV� QRZ� DW� D� FULWLFDO� MXQFWXUH� LQ�PDNLQJ� D� WUDQVLWLRQ� WR� VXVWDLQDEOH� GHYHORSPHQW�� 7R�PDNH� DVXFFHVVIXO�WUDQVLWLRQ��WKH�*RYHUQPHQW�UHFRJQL]HV�WKDW�LW�PXVW�WDFNOH�LWV�XQGHUO\LQJ�JRYHUQDQFH�SUREOHPVLQ� HFRQRPLF� PDQDJHPHQW�� VWUHQJWKHQ� EDVLF� FDSDFLWLHV�� LPSURYH� WKH� TXDOLW\� DQG� HIILFLHQF\� RI� SXEOLFVHUYLFHV�DQG�UHGXFH�FRUUXSWLRQ��$V�D�ILUVW�VWHS�WRZDUGV�WDFNOLQJ�JRYHUQDQFH�DQG�FRUUXSWLRQ�SUREOHPV��RQ-XO\���������WKH�5R\DO�*RYHUQPHQW�RI�&DPERGLD�ZURWH�WR�WKH�:RUOG�%DQN�UHTXHVWLQJ�WHFKQLFDO�DVVLVWDQFHIRU�FDSDFLW\�EXLOGLQJ�LQ�HQKDQFLQJ�JRYHUQDQFH�DQG�ILJKWLQJ�FRUUXSWLRQ���2Q�$XJXVW�����������WKH�5R\DO*RYHUQPHQW�RI�&DPERGLD�ZURWH�WR�WKH�:RUOG�%DQN�FRQILUPLQJ�WKH�*RYHUQPHQW¶V�FRPPLWPHQW�WR�GHYHORSD SURJUDP�WR�EXLOG�FDSDFLW\�LQ�HQKDQFLQJ�JRYHUQDQFH�DQG�ILJKWLQJ�FRUUXSWLRQ��7KLV�ZDV�WKH�ILUVW�VXUYH\�RILWV�NLQG�WR�EH�FRQGXFWHG�ZLWK�DVVLVWDQFH�IURP�WKH�:RUOG�%DQN�LQ�$VLD��7KH�NH\�FRPSRQHQWV�DQG�SULQFLSOHVRI WKLV�SURJUDP�DUH�
�� $�EURDG� FRPPLWPHQW� WR� D� SURFHVV� UHVXOWLQJ� LQ� FRQFUHWH� JRYHUQDQFH� DQG� LQVWLWXWLRQDO� UHIRUPV� �IRUZKLFK�PDLQVWUHDPLQJ�WKURXJK�WKH�%DQN�OHQGLQJ�RSHUDWLRQDO�VXSSRUW�FRXOG�WDNH�SODFH�LQ�GXH�FRXUVH�
�� $�SDUWLFLSDWRU\�SURFHVV�IURP�WKH�RXWVHW��LQYROYLQJ�EURDG�DQG�FRQWLQXRXV�HQJDJHPHQW�RI�FLYLO�VRFLHW\�OHDGLQJ�WR�FRQVHQVXV�EXLOGLQJ�DQG�FROOHFWLYH�DFWLRQ���7KLV�LQFOXGHV�WKH�FROODERUDWLRQ�RI�ERWK�FLYLO�VRFLHW\DQG�WKH�SULYDWH�VHFWRU�DV�DQ�LPSRUWDQW�HOHPHQW�IRU�VWUDWHJ\�DQG�DFWLRQ�SURJUDP�IRUPXODWLRQ�
�� $Q�LQ�GHSWK�GLDJQRVWLF�EDVHG�RQ�WKUHH�VXUYH\V�FDUULHG�RXW�E\�DQ�LQGHSHQGHQW��ORFDO�RUJDQL]DWLRQ�ZLWKWKH�:RUOG�%DQN�PHWKRGRORJLFDO�VXSSRUW�
�� 7UDQVSDUHQF\�LQ�WKH�VKDULQJ�DQG�ZLGH�GLVVHPLQDWLRQ�DQG�GLVFXVVLRQ�RI�WKH�GLDJQRVWLF�ILQGLQJV�
�� &ROOHFWLYH�DFWLRQ�WR�GHVLJQ�D�UHDOLVWLF�DFWLRQ�SURJUDP�WR�LPSURYH�JRYHUQDQFH�DQG�FXUE�FRUUXSWLRQ�ZLWKWKH�SDUWLFLSDWLRQ�RI�DOO�PDMRU�VWDNHKROGHUV�
%RWK� WKH� 5R\DO� *RYHUQPHQW� RI� &DPERGLD� DQG� WKH� :RUOG� %DQN� UHFRJQL]H� WKDW� VWUHQJWKHQLQJJRYHUQDQFH� DQG� FRPEDWLQJ� FRUUXSWLRQ� LV� DQ� LQWHJUDO� HOHPHQW� IRU� SURPRWLQJ� VXVWDLQDEOHGHYHORSPHQW� LQ� &DPERGLD�� 7KH� :RUOG� %DQN� LPPHGLDWHO\� UHSOLHG� IDYRUDEO\� WR� WKH� UHTXHVW� E\
DSSURYLQJ� DQ� ,QVWLWXWLRQDO� 'HYHORSPHQW� )DFLOLW\� �,')�� JUDQW� RI� 86��������� IRU� WHFKQLFDO� DVVLVWDQFH�:LWK� WKLV� DVVLVWDQFH�� LQ� IXOO� FROODERUDWLRQ� ZLWK� JRYHUQPHQW�� VXUYH\V� RI� SXEOLF� RIILFLDOV�� FLWL]HQV�� DQGHQWHUSULVHV�ZHUH�FRQGXFWHG�E\�D�ORFDO�1*2��/LGHH�.KPHU��LQ�1RYHPEHU�DQG�'HFHPEHU������XQGHU�WKH:RUOG�%DQN¶V�VXSHUYLVLRQ�� ,Q� IXOO�FROODERUDWLRQ�ZLWK� WKH�5R\DO�*RYHUQPHQW�RI�&DPERGLD�� WKH�:RUOG%DQN��ZLWK� FRQWULEXWLRQV� IURP�/LGHH�.KPHU�� SUHSDUHG� WKLV� UHSRUW� LQ� FRQVXOWDWLRQ� ZLWK� GRQRUV�� 1*2V�SULYDWH�VHFWRU��DQG�UHSUHVHQWDWLYHV�RI�FLYLO�VRFLHW\���'LVVHPLQDWLRQ�RI�WKLV�GLDJQRVWLF�VWXG\�LV�VXSSRUWHG�E\D FRQGLWLRQ�IRU�WKH�VHFRQG�WUDQFKH�UHOHDVH�RI�WKH�6WUXFWXUDO�$GMXVWPHQW�&UHGLW��6$&��
7KLV�GLDJQRVWLF�VWXG\�DLPV�WR�SURYLGH�D�YLWDO�DQG�REMHFWLYH�EDVLV� IRU�IRUPXODWLQJ�SROLFLHV�IRU�HQKDQFLQJJRYHUQDQFH�DQG�ILJKWLQJ�FRUUXSWLRQ��7KH�FDUHIXO�GLDJQRVLV�RI�JRYHUQDQFH�LVVXHV�SUHVHQWHG�LQ�WKLV�UHSRUW�LVLQWHQGHG�WR�HQFRXUDJH�D�FRQVWUXFWLYH�DQG�WUDQVSDUHQW�GHEDWH�E\�DOO�VWDNHKROGHUV��UHVXOWLQJ�LQ�WKH�FRQFUHWHLQVWLWXWLRQDO�UHIRUPV�QHFHVVDU\�IRU�SUHYHQWLQJ�FRUUXSWLRQ�DQG�VWUHQJWKHQLQJ�JRYHUQDQFH�LQ�&DPERGLD���,QGHYHORSLQJ� WKH� ILUVW�GUDIW�RI� LWV�*RYHUQDQFH�$FWLRQ�3ODQ�� WKH�*RYHUQPHQW�KDV�XVHG� WKH� ILQGLQJV�RI� WKLVVXUYH\�DV�ZHOO�DV�QXPHURXV�VWXGLHV�VXFK�DV�WKH�$'%�&'5,�*RYHUQDQFH�6WXG\���&RQVXOWDWLRQ�SURFHVV�WR
� :LWK�DVVLVWDQFH� IURP� WKH�:RUOG�%DQN�� VLPLODU� LQ�GHSWK� FRXQWU\�JRYHUQDQFH� VXUYH\V� DUH�EHLQJ�RU� KDYH�EHHQ� LPSOHPHQWHG� LQ
QXPHURXV�FRXQWULHV�LQFOXGLQJ�$OEDQLD��*HRUJLD��/DWYLD��5XVVLD��6ORYDNLD��(FXDGRU��%ROLYLD��3DUDJXD\��7KDLODQG��%HQLQ��*KDQD�DQG�1LJHULD�
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GHYHORS� WKH� JRYHUQDQFH� DFWLRQ� SODQ� ZLOO� EH� ODXQFKHG� ZLWK� D� PDMRU� :RUNVKRS� RUJDQL]HG� E\� WKH*RYHUQPHQW� RI� &DPERGLD� SODQQHG� IRU�PLG�-XO\� LQYROYLQJ� KLJK� OHYHO� SDUWLFLSDWLRQ� E\� JRYHUQPHQW�� WKHSULYDWH�VHFWRU��FLYLO�VRFLHW\��GRQRUV��DQG�LQWHUQDWLRQDO�H[SHUWV���
,QWHUQDWLRQDO� GRQRUV� DUH� XQLWHG� LQ� VXSSRUWLQJ� HIIRUWV� WR� VWUHQJWKHQ� JRYHUQDQFH� DQG� FRPEDW� FRUUXSWLRQ�7KURXJK� HOHPHQWV� RI� WKHLU� SURJUDPV� DQG� SROLF\� ZRUN�� VHYHUDO� DUH� DOUHDG\� VXSSRUWLQJ� GLDJQRVWLF� DQGUHPHGLDO�ZRUN�� ,Q�SDUDOOHO�ZLWK�WKLV�GLDJQRVWLF�VWXG\�DQG�DOVR� WKH�:RUOG�%DQN¶V� OHJDO�GLDJQRVWLF�VWXG\�RWKHU�GRQRUV�DQG�1*2V�DUH�DOVR�KHOSLQJ�WKH�*RYHUQPHQW�LQ�WDFNOLQJ�JRYHUQDQFH�SUREOHPV���IRU�H[DPSOHWKH� $VLDQ� 'HYHORSPHQW� %DQN� �$'%�� DQG� WKH� &DPERGLDQ� 'HYHORSPHQW� 5HVRXUFH� ,QVWLWXWH� �&'5,�� RQEURDG�JRYHUQDQFH�LVVXHV��$XVWUDOLDQ�$JHQF\�IRU�,QWHUQDWLRQDO�'HYHORSPHQW��$86$,'��RQ�WKH�WUDLQLQJ�RIRIILFLDOV� RQ� DQWL�FRUUXSWLRQ�� DQG� &DQDGLDQ� ,QWHUQDWLRQDO� 'HYHORSPHQW� $JHQF\� �&,'$�� RQ� OHJDOJRYHUQDQFH�� �7KH� ILQGLQJV� DQG� UHFRPPHQGDWLRQV� RI� DOO� WKHVH� LQLWLDWLYHV� KDYH� SURYLGHG� D� NH\� EDVLV� IRUIRUPXODWLQJ�WKH�ILUVW�GUDIW�RI�WKH�*RYHUQDQFH�$FWLRQ�3ODQ�ZKLFK��DORQJ�ZLWK�WKLV�GLDJQRVWLF�VWXG\��ZLOO�EHGLVFXVVHG�DW�WKH�&*�PHHWLQJ�LQ�3DULV��0D\��������������2QH�FULWLFDO�RXWFRPH�RI�WKH�:RUNVKRS�PXVW�EH�DVKDUHG�SHUVSHFWLYH�RQ�WKHVH�LVVXHV��DQG�RQ�WKH�SULRULWLHV�IRU�DFWLRQ���$�FRPPRQ�DFWLRQ�SODQ�FDQ�DOVR�VHUYHWR�FRRUGLQDWH�WKH�ZRUN�RI�GLYHUVH�DFWRUV�SXUVXLQJ�FRPPRQ�JRDOV���SDUWLFLSDQWV�FDQ�DJUHH�RQ�KRZ�WR�VKDUHDQG�DSSRUWLRQ�UHVSRQVLELOLW\�IRU�DVVLVWLQJ�RU�FDUU\LQJ�RXW�FRQFUHWH��WLPH�ERXQGHG�DFWLYLWLHV�
7KH�*RYHUQDQFH�DQG�&RUUXSWLRQ�'LDJQRVWLF��7KLV�UHSRUW�LV�WKH�UHVXOW�RI�D�FORVH�FROODERUDWLRQ�EHWZHHQWKH�:RUOG�%DQN�DQG�WKH�5R\DO�*RYHUQPHQW�RI�&DPERGLD���,W�SUHVHQWV�DQ�REMHFWLYH�VWXG\�RI�WKH�HYLGHQFHFROOHFWHG� WKURXJK� WKUHH� ODUJH�VFDOH� JRYHUQDQFH� VXUYH\V� FDUULHG�RXW� LQ�&DPERGLD� GXULQJ�1RYHPEHU� DQG'HFHPEHU������DQG�LQYROYLQJ������KRXVHKROGV������SULYDWH�HQWHUSULVHV��DQG�����SXEOLF�RIILFLDOV��
7KHVH� VXUYH\V� ZHUH� GHVLJQHG� EDVHG� RQ� WKH� :RUOG� %DQN¶V� H[SHULHQFH� LQ� RWKHU� FRXQWULHV� DQG� WKHNQRZOHGJH� DQG� H[SHUWLVH� RI� WKH� &RXQFLO� IRU� $GPLQLVWUDWLYH� 5HIRUP� DQG� /LGHH� .KPHU� RQ� JRYHUQDQFHLVVXHV�LQ�&DPERGLD��7KH�VXUYH\V�ZHUH�GHVLJQHG�WR�DVVLVW�LQ�SROLF\�DQG�VWUDWHJ\�IRUPXODWLRQ�IRU�DQ�DFWLRQSURJUDP�WR�HQKDQFH�JRYHUQDQFH�LQ�&DPERGLD�LQ�DW�OHDVW�WKUHH�ZD\V�����FROOHFWLQJ�WKH�YLHZV�DQG�FRQFHUQVRI KRXVHKROGV�� HQWHUSULVHV� DQG� SXEOLF� RIILFLDOV� LQ� &DPERGLD�� ��� PHDVXULQJ� WKH� GLYLGHQG� RI� JRRGJRYHUQDQFH�� DQG����KHOSLQJ� WR� LGHQWLI\� WKH� VRXUFHV�RI�JRRG�JRYHUQDQFH��DQG� KLJKOLJKWLQJ� SULRULW\� DUHDVZKHUH�LW�FDQ�EH�VWUHQJWKHQHG��7KH�HYLGHQFH�SUHVHQWHG�FRPSOHPHQWV�RWKHU�VRXUFHV�RI�LQIRUPDWLRQ�VXFK�DVH[SHUWV¶�DQDO\VLV�DQG�FDVH�VWXGLHV��
7KLV�UHSRUW�LV�LQWHQGHG�WR�IRUP�WKH�EDVLV�RI�D�QHXWUDO�� IDFWXDOO\�EDVHG�GLVFXVVLRQ�� �6XUYH\�GDWD�FDQ�EH�DSRZHUIXO� WRRO� WR�KHOS� WR�EXLOG� FRQVHQVXV� DPRQJ� NH\� VWDNHKROGHUV�� �*RYHUQPHQW�� FLYLO� VRFLHW\�� DQG� WKHSULYDWH�VHFWRU�FDQ�PDNH�XVH�RI�WKLV�UHSRUW�WR�SURPRWH�D�FRQVWUXFWLYH�GHEDWH�RQ�UHDO�LQVWLWXWLRQDO�UHIRUP�IRULPSURYLQJ�JRYHUQDQFH��5LJRURXV�HPSLULFDO�DQDO\VLV�FDQ�GH�SROLWLFL]H�GLVFXVVLRQV�DERXW�FRQFUHWH�UHIRUPVE\ IRFXVLQJ� DWWHQWLRQ� RQ� HYLGHQFH� RI� SHUIRUPDQFH� DQG� WKH� UHODWLRQVKLS� EHWZHHQ� LQVWLWXWLRQDOFKDUDFWHULVWLFV� DQG� RXWFRPHV�� � 'DWD� RQ� WKH� SHUFHSWLRQ� RI� WKH� TXDOLW\� DQG� LQWHJULW\� RI� SDUWLFXODU� SXEOLF

� 7KH�VXUYH\V�ZHUH�FDUULHG�RXW�LQ�3KQRP�3HQK�DQG�IRXU�SURYLQFHV�VSDQQLQJ�WKH�FRXQWU\��.DQGDO��6LHP�5HDS��.DPSRQ�&KDP��DQG6LKDQRXN�9LOOH��6XEMHFW� WR� OLPLWDWLRQV�RQ� LQIRUPDWLRQ�RQ� WKH�JHQHUDO�SRSXODWLRQ�RI�KRXVHKROGV��HQWHUSULVHV�DQG�SXEOLF�RIILFLDOV�WKHUH� LV� QR� FHQVXV� DYDLODEOH�RI� DQ\� RI� WKH� WKUHH� SRSXODWLRQV�� HDFK� VDPSOH�ZDV� GHVLJQHG� WR� EH� UHSUHVHQWDWLYH�� � 7KH� IROORZLQJFULWHULD�ZHUH�XVHG�LQ�VHOHFWLQJ�WKH�VDPSOH��VL]H�DQG�VHFWRU�IRU�WKH�HQWHUSULVH�VXUYH\��LQFRPH�OHYHO�DQG�ORFDWLRQ�IRU�WKH�KRXVHKROGVXUYH\��DQG�RUJDQL]DWLRQ�IRU�WKH�SXEOLF�RIILFLDOV¶�VXUYH\�
� 7KH�HQWHUSULVH�VXUYH\�LV�EDVHG�XSRQ�WKH�:RUOG�%DQN�*URXS¶V�:RUOG�%XVLQHVV�(QYLURQPHQW�6XUYH\��DXJPHQWHG�E\�WKH�VXUYH\WHDP��ZKLOH�SDUWV�RI�WKH�SXEOLF�RIILFLDO¶V�VXUYH\�GUDZ�IURP�HDUOLHU�ZRUN�E\�WKH�:RUOG�%DQN�,QVWLWXWH�LQ�(FXDGRU�DQG�WKH�ZRUN�RIWKH� 3RYHUW\� 5HGXFWLRQ� DQG� (FRQRPLF� 0DQDJHPHQW� WHDP� IRU� (DVWHUQ� (XURSH�� DV� UHYLVHG� E\� WKH� VXUYH\� WHDP�� � )RU� PRUHLQIRUPDWLRQ�RQ�JRYHUQDQFH�VXUYH\V��35(0�1RWH�����E\�'��.DXIPDQQ��6��3UDGKDQ��DQG�5��5\WHUPDQ���$YDLODEOH�RQ�WKH�ZHE�DW�ZZZ�ZRUOGEDQN�RUJ�ZEL�JDF�ZS� DQG�'DQLHO�.DXIPDQQ��$XURQ�3DVKD�� =HI� 3UHFL��5DQGL�5\WHUPDQ�� DQG�3DEOR�=RLGR�� /REDWRQ�*RYHUQDQFH� DQG� &RUUXSWLRQ� LQ� $OEDQLD�� 7KH� ,PSHUDWLYH� RI� ,QVWLWXWLRQDO� 5HIRUPV��� � $YDLODEOH� RQ� WKH� ZHE� DW�KWWS���ZRUOGEDQN�RUJ�ZEL�JDF�DOEBVXUY�KWP�
� )RU�H[DPSOH��D�UHFHQW�VWXG\�E\�$'%�&'5,�UHYLHZV�LQ�GHSWK�WKH�VWDWH�RI�JRRG�JRYHUQDQFH�LQ�&DPERGLD�LQ�WKH�\HDU������

http://www.worldbank.org/wbi/gac/wp
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VHUYLFHV�IRFXVHV�WKH�GHEDWH�RQ�LQVWLWXWLRQV�� UDWKHU� WKDQ� LQGLYLGXDOV�� � ,Q�DGGLWLRQ�� VXUYH\V�FDQ�EH�XVHG� WRHVWDEOLVK�TXDQWLWDWLYH�EHQFKPDUNV�IRU�PRQLWRULQJ�WKH�VXFFHVV�RI�UHIRUPV�
$V�VWDWHG�DERYH��WKH�PDLQ�REMHFWLYH�RI�WKLV�UHSRUW�LV�WR�DVVLVW�WKH�HIIRUWV�RI�WKH�&DPERGLDQ�JRYHUQPHQW�LQHQKDQFLQJ�JRYHUQDQFH��7R�WKLV�DLP��LW�DGGUHVVHV�WKH�IROORZLQJ�TXHVWLRQV��:KDW�LV�WKH�VWDWXV�RI�JRYHUQDQFHLQ�&DPERGLD"�+RZ�GR�KRXVHKROGV��HQWHUSULVHV��DQG�SXEOLF�RIILFLDOV�SHUFHLYH�SXEOLF�VHUYLFH�TXDOLW\��DQGZKHUH�GR�WKH\�SODFH�JRYHUQDQFH�LVVXHV�DPRQJ�RWKHU�FRQFHUQV"�:KDW�DUH�WKH�EHQHILWV�RI�JRRG�JRYHUQDQFHDQG FRVWV�RI�ZHDN�JRYHUQDQFH�LQ�&DPERGLD"�+RZ�GR�KRXVHKROGV��HQWHUSULVHV��DQG�SXEOLF�RIILFLDOV�UDWH�WKHSHUIRUPDQFH� DQG� LQWHJULW\� RI� SXEOLF� LQVWLWXWLRQV� DQG� SXEOLF� VHUYLFHV"�:KDW� LV� WKH� UHODWLRQVKLS� EHWZHHQSHUIRUPDQFH� DQG� LQWHJULW\"�:KDW� DUH� WKH� UHYHQXH�PRELOL]DWLRQ� LPSOLFDWLRQV� RI� JRRG� JRYHUQDQFH"�+RZGRHV�JRYHUQDQFH�DIIHFW�WKH�SRRU"��+RZ�GRHV�LW�DIIHFW�IRUHLJQ�GLUHFW�LQYHVWPHQW"�:KDW�DUH�WKH�VRXUFHV�RIVWURQJ�DQG�ZHDN�JRYHUQDQFH�LQ�&DPERGLD"�:KDW�DUH�WKH�FDXVHV�RI�LQVWLWXWLRQDO�VWUHQJWKV"�+RZ�HIIHFWLYHDUH�DFFRXQWDELOLW\�PHFKDQLVPV"
7KH� UHPDLQGHU� RI� WKLV� VHFWLRQ� SODFHV� &DPERGLD� LQ� DQ� LQWHUQDWLRQDO� SHUVSHFWLYH�� 7KH� VHFRQG� VHFWLRQSUHVHQWV�WKH�VXUYH\�HYLGHQFH��WKHVWDWXV� RI� JRYHUQDQFH� LQ&DPERGLD� ±� HVSHFLDOO\� ZLWKUHJDUG� WR� WKH� TXDOLW\� DQGLQWHJULW\� RI� SXEOLF� VHUYLFHV�� WKHEHQHILWV�RI�JRRG�JRYHUQDQFH�DQGFRVWV� RI� ZHDN� JRYHUQDQFH�� DQGVRXUFHV� RI� VWURQJ� DQG� ZHDNJRYHUQDQFH� LQ� &DPERGLD�� 7KHWKLUG� VHFWLRQ� FRQFOXGHV� ZLWK� DVXPPDU\�RI�WKH�PDLQ�ILQGLQJV�RIWKLV� UHSRUW� DQG� UHFRPPHQGHGQH[W� VWHSV� RQ� LPSURYLQJJRYHUQDQFH�LQ�&DPERGLD�
%��,QWHUQDWLRQDO�SHUVSHFWLYH
7KH� TXDOLW\� RI� JRYHUQDQFH� LVGHWHUPLQHG� LQ� ODUJH� SDUW� E\� WKH� ZD\V� LQ� ZKLFK� JRYHUQPHQW� H[HUFLVHV� SXEOLF� SRZHU� LQ� PDQDJLQJ� WKHUHVRXUFHV�HQWUXVWHG� WR� LW�� �.H\� IDFWRUV� LQIOXHQFLQJ� WKLV� LQFOXGH� ���� WKH�SURFHVV�E\�ZKLFK�JRYHUQPHQW� LVVHOHFWHG�� PRQLWRUHG�� DQG� UHSODFHG�� ���� WKH� FDSDFLW\� RI� WKH� JRYHUQPHQW� WR� HIIHFWLYHO\� IRUPXODWH� DQGLPSOHPHQW� VRXQG� SROLFLHV� DQG� HIIHFWLYH� VHUYLFHV�� DQG� ���� WKH� UHVSHFW� RI� FLWL]HQV� DQG� WKH� VWDWH� IRU� WKHLQVWLWXWLRQV�WKDW�JRYHUQ�HFRQRPLF�DQG�VRFLDO�LQWHUDFWLRQV�DPRQJ�WKHP��
%DVHG� RQ� WKLV� XQGHUVWDQGLQJ�� D� :RUOG� %DQN� VWXG\� GHYHORSHG� VL[� DJJUHJDWH� JRYHUQDQFH� LQGLFDWRUV� WRPHDVXUH�VL[�IXQGDPHQWDO�DVSHFWV�RI�JRYHUQDQFH��XVLQJ�RYHU�����FURVV�FRXQWU\�LQGLFDWRUV�IURP�PRUH�WKDQD GR]HQ�VRXUFHV��)LJXUH��� VKRZV� WKDW�&DPERGLD� LV� URXJKO\� FRPSDUDEOH� WR� LWV� QHLJKERUV�� VOLJKWO\� DERYH9LHWQDP�DQG�/DRV�DQG�EHORZ�7KDLODQG��DOWKRXJK�QRQH�RI�WKHVH�FRPSDULVRQV�LV�VWDWLVWLFDOO\�VLJQLILFDQW���1RWH�WKDW�YHU\�IHZ�LQWHUQDWLRQDO�GDWDVHWV�LQFOXGH�&DPERGLD��WKXV�RQO\�WKUHH�RI�WKH�VL[�DJJUHJDWH�LQGLFDWRUVDUH� DYDLODEOH� IRU�&DPERGLD��7KH�YHU\� ODFN�RI� LQWHUQDWLRQDO�GDWD� VXJJHVWV� WKH� LPSRUWDQFH�RI� GLDJQRVWLFVVXFK� DV� WKLV�RQH��ZKLFK� QRW� RQO\� VHUYH� WR� GRFXPHQW� WKH� VWDWH�RI� JRYHUQDQFH� LQ�&DPERGLD� DQG� SURYLGH
� .DXIPDQQ��.UDD\��DQG�=RLGR�/REDWyQ������D�DQG�E���³*RYHUQDQFH�0DWWHUV�´�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU�6HULHV������DQG³$JJUHJDWLQJ� *RYHUQDQFH� ,QGLFDWRUV�´� 3ROLF\� 5HVHDUFK� :RUNLQJ� 3DSHU� 6HULHV� ������ $YDLODEOH� RQ� WKH� ZHE� DW�KWWS���ZZZ�ZRUOGEDQN�RUJ�ZEL�JDF�LQGH[�KWP�
� ,Q�ILJXUH����WKH�ERXQGHG�OLQHV�LQ�HDFK�EDU�UHSUHVHQW�WKH�����FRQILGHQFH�LQWHUYDO��6HH�IRRWQRWH����IRU�GHWDLO�

)LJXUH��
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EHQFKPDUNV�WR�PHDVXUH�SURJUHVV�LQ�UHIRUPV��EXW�DOVR�VHUYHV�WR�SURYLGH�WKH�EDVLV�IRU�LQFOXGLQJ�&DPERGLDLQ�D�JURZLQJ�ERG\�RI�FURVV�FRXQWU\�HPSLULFDO�ZRUN�WKDW�DOORZV�LQWHUQDWLRQDO�FRPSDULVRQV�RI�JRYHUQDQFH�
)LJXUH���VKRZV�WKH�NLQG�RI�FRPSDUDWLYH�SRZHU�\LHOGHG�E\� WKH�FXUUHQW� VWXG\�� � ,W�SODFHV� UHVXOWV� IURP� WKHHQWHUSULVH�VXUYH\�FRPSRQHQW�RI�WKH�&DPERGLD�JRYHUQDQFH�VWXG\�LQ�SDUDOOHO�ZLWK�DYHUDJH�UHVXOWV�IURP���/DWLQ�$PHULFDQ�FRXQWULHV�����WUDQVLWLRQDO�(XURSHDQ�DQG�&HQWUDO�$VLDQ�FRXQWULHV��DQG���2(&'�FRXQWULHV�,Q�WKLV�FDVH�� LW�VXJJHVWV�WKDW�VRPH�RI�WKH�SUREOHPV� WURXEOLQJ�RWKHU�UHJLRQV�DUH�OHVV�VHYHUH� LQ�&DPERGLD�LQFOXGLQJ� WD[HV� DQG� UHJXODWLRQV�� DQG� ILQDQFH�� � +RZHYHU�� ZLWK� UHJDUG� WR� VRPH� FRQVWUDLQWV�� &DPERGLDQHQWHUSULVHV� LGHQWLI\� PRUH� VHYHUH� FRQVWUDLQWV� WKDQ� ILUPV� LQ� RWKHU� UHJLRQV� ±� LQFOXGLQJ� VWUHHW� FULPH�FRUUXSWLRQ��DQG�RUJDQL]HG�FULPH��

� � � �
)XQFWLRQLQJ�RI�-XGLFLDU\

)LQDQFH
$QWL�&RPSHWLWLYH�3UDFWLFHV

7D[HV��5HJXODWLRQV
,QIUDVWUXFWXUH
([FKDQJH�5DWH

,QIODWLRQ��3ULFH�,QVWDELOLW\
3ROLF\�,QVWDELOLW\��8QFHUWDLQW\

2UJDQL]HG�&ULPH��0DILD
&RUUXSWLRQ

6WUHHW�&ULPH��WKHIW��GLVRUGHU

6HYHULW\��� 1R�2EVWDFOH��� 0LQRU��� 0RGHUDWH��� 0DMRU�

2(&'
7UDQVLWLRQDO�(XURSH
/DWLQ�$PHULFD
&DPERGLD

)LJXUH�����*HQHUDO�&RQVWUDLQWV�WR�(QWHUSULVHV��&DPERGLD�DQG�
&RPSDUDWRU�5HJLRQ

$ VXEVWDQWLDO�DPRXQW�RI�FURVV�FRXQWU\�HYLGHQFH�VKRZV�WKDW�LPSURYHG�JRYHUQDQFH�OHDGV�WR�EHWWHU�HFRQRPLFDQG� VRFLDO� GHYHORSPHQW� RXWFRPHV�� 7KLV� HYLGHQFH�� IURP� D� ODUJH� QXPEHU� RI� FRXQWULHV�� LOOXVWUDWHV� WKDWHFRQRPLF� DQG� VRFLDO� GHYHORSPHQW� RXWFRPHV� VXFK� DV� KLJKHU� LQFRPH� OHYHOV�� ORZHU� LOOLWHUDF\� DQG� LQIDQWPRUWDOLW\� UDWHV�� DUH� QRW� RQO\� FORVHO\� DVVRFLDWHG� ZLWK� EHWWHU� JRYHUQDQFH�� WKH\� DUH� EURXJKW� DERXW� E\LPSURYHG� JRYHUQDQFH�� $Q� RQH� VWDQGDUG� GHYLDWLRQ� LPSURYHPHQW� LQ� WKH� UXOH� RI� ODZ� IURP� WKH� ORZ� OHYHOSUHYDOHQW� LQ�5XVVLD� WRGD\� WR� WKH�PLGGOLQJ� OHYHO� LQ� WKH�&]HFK�5HSXEOLF�� RU�� DOWHUQDWLYHO\�� D� UHGXFWLRQ� LQFRUUXSWLRQ�IURP�WKH�KLJK�OHYHO�SUHYDOHQW�LQ�,QGRQHVLD�WR�WKH�ORZHU�OHYHO�LQ�.RUHD��OHDGV�WR�EHWZHHQ�D�WZRDQG�IRXUIROG�LQFUHDVH�LQ�JURZWK�RI�SHU�FDSLWD�LQFRPHV��D�GHFOLQH�LQ�LQIDQW�PRUWDOLW\�RI�VLPLODU�PDJQLWXGH�DQG�D�������SHUFHQW�LPSURYHPHQW�LQ�OLWHUDF\�OHYHOV���

� 6RXUFH���:RUOG�%XVLQHVV�(QYLURQPHQW�6XUYH\��7KH�:RUOG�%DQN�*URXS�È����� 7KH�VXEVWDQWLYH�LVVXHV�UDLVHG�E\�WKH�VXUYH\�DUH
GLVFXVVHG�LQ�WKH�IROORZLQJ�VHFWLRQ�RI�WKH�SDSHU�
���.DXIPDQQ��.UDD\��DQG�=RLGR�/REDWyQ��������³*RYHUQDQFH�0DWWHUV��)URP�0HDVXUHPHQW�WR�$FWLRQ´�)LQDQFH�DQG�'HYHORSPHQW�7KH�,QWHUQDWLRQDO�0RQHWDU\�)XQG���$YDLODEOH�RQ�WKH�ZHE�DW��KWWS���ZZZ�LPI�RUJ�H[WHUQDO�SXEV�IW�IDQGG�
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)XUWKHUPRUH��JRRG�JRYHUQDQFH��E\�HQVXULQJ� ODZ�DQG�RUGHU��SURWHFWLQJ�SURSHUW\�� DQG�DSSO\LQJ� UXOHV�DQGSROLFLHV� IDLUO\� DQG� SUHGLFWDEO\�HQKDQFHV�JRYHUQPHQW�FUHGLELOLW\�ZLWKLQYHVWRUV�� ZKLFK� HQFRXUDJHVLQYHVWPHQW� DQG� JURZWK� �ILJXUH� ���$FFRUGLQJ�WR�WKH�:RUOG�%DQN¶V�����:RUOG� 'HYHORSPHQW� 5HSRUW� �:'5����� WKHUH� LV� D� VWURQJ� FRUUHODWLRQEHWZHHQ�SULYDWH� LQYHVWRUV¶� HYDOXDWLRQRI D� JRYHUQPHQW¶V� FUHGLELOLW\� DQG� LWVUHFRUG� RI� JURZWK� DQG� LQYHVWPHQW�HYLGHQFHG� E\� D� VXUYH\� RI� �����SULYDWH�HQWHUSULVHV�LQ����FRXQWULHV���
*LYHQ�WKH�SURYHQ�LPSRUWDQFH�RI�JRRGJRYHUQDQFH�WR�JURZWK��LQYHVWPHQW�DQGVRFLDO� GHYHORSPHQW�� WKLV� UHSRUW� VHHNVWR� XVH� WKH� EHVW� DYDLODEOH� WRROV� WRGRFXPHQW�LW�

,,���6XUYH\�(YLGHQFH�IURP�&DPERGLD�RQ�*RYHUQDQFH�DQG�&RUUXSWLRQ
7KLV� VHFWLRQ� SUHVHQWV� HYLGHQFH� IURP� WKH� WKUHH� ODUJH�VFDOH� VXUYH\V� FDUULHG� RXW� LQ� &DPERGLD� GXULQJ1RYHPEHU�DQG�'HFHPEHU�RI������E\�/LGHH�.KPHU�ZLWK�WKH�WHFKQLFDO�VXSSRUW�RI�WKH�:RUOG�%DQN��7KLVVHFWLRQ�FRQVLVWV�RI�WKUHH�SDUWV���3DUW�$�GHVFULEHV�WKH�VXUYH\�PHWKRGRORJ\���3DUW�%�GLVFXVVHV�WKH�VWDWXV�RIJRYHUQDQFH� DQG� FRUUXSWLRQ� LQ� &DPERGLD� DV� UHSRUWHG� E\� WKRVH� LQWHUYLHZHG�� � 3DUW� &� SUHVHQWV� VXUYH\HYLGHQFH� RQ� WKH� EHQHILWV� RI� JRRG� JRYHUQDQFH� DQG� WKH� FRVWV� RI� ZHDN� LQ� &DPERGLD�� � 3DUW� '� SUHVHQWVHYLGHQFH�RQ�WKH�VRXUFHV�RI�JRRG�JRYHUQDQFH�LQ�&DPERGLD�EDVHG�RQ�WKH�UHVSRQVHV�RI�WKRVH�LQWHUYLHZHG�
$���6XUYH\�0HWKRGRORJ\
,Q� LQWHUSUHWLQJ� WKH� VXUYH\� GDWD�� RQH� VKRXOG� NHHS� LQ� PLQG� WKDW� VXUYH\� GDWD� KDYH� DGYDQWDJHV� DQGGLVDGYDQWDJHV���7KH�PDLQ�DGYDQWDJH�RI�VXUYH\V�LV�WKDW�WKH\�SURYLGH�SUDFWLFDO�VRXUFH�RI�GDWD�RQ�LVVXHV�LQZKLFK�KDUG�GDWD�LV�DEVHQW�RU�GLIILFXOW�WR�SURGXFH���7KH�PDLQ�GLVDGYDQWDJH�RI�VXUYH\V�VXFK�DV�WKRVH�XVHG�WRSURGXFH� WKLV� VWXG\� LV� WKDW� WKH\� DUH� EDVHG� RQ� WKH� H[SHULHQFHV� DQG� VXEMHFWLYH� HYDOXDWLRQ� RI� WKRVHLQWHUYLHZHG�� � ,QGLYLGXDOV�PD\�KDYH� OLPLWHG�RU�ELDVHG�H[SHULHQFHV� DQG�SHUVSHFWLYHV�� LQIOXHQFHG�E\� WKHLURZQ�VLWXDWLRQ
7KHUHIRUH�� VXUYH\� UHVXOWV� VKRXOG� DOZD\V� EH� WDNHQ� LQ� SHUVSHFWLYH�� � 7KH� VXUYH\V� SURYLGH� D� UHOLDEOHUHSUHVHQWDWLRQ�RI�WKH�YLHZV�DQG�TXDQWLWDWLYH�HVWLPDWHV�RI�WKRVH�ZKR�UHVSRQGHG�±�EXW�WKH\�FDQQRW�DVVHVV�WKHOHYHO�RI�NQRZOHGJH�RU�KRQHVW\�RI�HDFK�UHVSRQGHQW��QRU�FDQ�WKH\�UHSUHVHQW�LQIRUPDWLRQ�ZLWKKHOG�IURP�WKHLQWHUYLHZHU�
1RQHWKHOHVV�� WKH� FXUUHQW� VWXG\� KDV� PDGH� HYHU\� HIIRUW� WR� RYHUFRPH� WKH� SRWHQWLDO� OLPLWDWLRQV� RI� WKLVPHWKRGRORJ\���)LUVW��WKH�VXUYH\�LQVWUXPHQWV�ZHUH�FDUHIXOO\�GHVLJQHG�EDVHG�RQ�WKH�:RUOG�%DQN¶V�DQG�RWKHURUJDQL]DWLRQV¶� H[SHULHQFH� LQ� D� QXPEHU� RI� RWKHU� FRXQWULHV� ZLWK� JRYHUQDQFH� GLDJQRVWLFV�� � 7KH\� PL[
���:RUOG�'HYHORSPHQW�5HSRUW� ������7KH� 6WDWH� LQ� D�&KDQJLQJ�:RUOG�� � �1HZ�<RUN��2[IRUG�8QLYHUVLW\� 3UHVV�� ������� �6RXUFH�ILJXUH����
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+LJK 0HGLXP /RZ
/HYHO�RI�&UHGLELOLW\

)LJXUH����*URZWK�RI�*'3�SHU�&DSLWD��3HUFHQW�SHU�<HDU�
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TXHVWLRQV�RI�SHUFHSWLRQ�DQG�YDOXHV�ZLWK�WKRVH�RI�DFWXDO�H[SHULHQFH�WR�SURYLGH�D�ULFKHU�SHUVSHFWLYH�RQ�WKHDFWXDO� VLWXDWLRQ�� � 7KH\� SURYLGH� D� FURVV� FKHFN� RI� HYDOXDWLRQV� EHWZHHQ� WKH� SHUVSHFWLYHV� RI� FLWL]HQV�HQWHUSULVH�PDQDJHUV�DQG�SXEOLF�RIILFLDOV���7KLV�³WULDQJXODU´�DSSURDFK�KDV�SURYHQ�YDOXDEOH�LQ�FRXQWULHV�LQ(DVWHUQ�(XURSH��/DWLQ�$PHULFD�DQG�$VLD���6HFRQG��WKH�VXUYH\�ZDV�ZHOO�WLPHG�DIWHU�WKH�QHZ�JRYHUQPHQWZDV� HVWDEOLVKHG� DQG� GXULQJ� D� SHULRG�ZKHQ� WKHUH�ZHUH� QR� V\VWHPLF� FULVHV� LQ� WKH� FRXQWU\� RU� UHJLRQ� WKDWPLJKW�LQIOXHQFH�UHVSRQVHV�
7KLUG�� WKH� VXUYH\V� ZHUH� FRQGXFWHG� LQ� FLUFXPVWDQFHV� GHVLJQHG� WR� HOLFLW� WKH� FDQGLG� DQG� UHOLDEOH� UHVXOWV�,QWHUYLHZV� ZHUH� FDUULHG� RXW� LQ� SHUVRQ� E\� WUDLQHG� LQWHUYLHZHUV�� WR� HQVXUH� WKDW� TXHVWLRQV� ZHUH� FOHDUO\H[SODLQHG��DQVZHUV�ZHUH�UHFRUGHG�LQ�D�XQLIRUP�PDQQHU��DQG�DQ�HOHPHQW�RI�WUXVW�ZDV�HQJHQGHUHG�EHWZHHQWKH�LQWHUYLHZHU�DQG�WKH�UHVSRQGHQW���7KH�LQWHUYLHZV�ZHUH�FDUULHG�RXW�SULYDWHO\�DQG�WKH�UHVSRQGHQWV�ZHUHJXDUDQWHHG�DQRQ\PLW\��LQ�RUGHU�WR�LPSURYH�WKH�DFFXUDF\�DQG�FDQGRU�RI�UHVSRQVHV�
)LQDOO\��WKH�VXUYH\�VDPSOHV�ZHUH�GHVLJQHG��VXEMHFW�WR�LPSRUWDQW�WLPH�DQG�ILQDQFLDO�OLPLWDWLRQV��WR�HQVXUH�DKLJK�TXDOLW\�RI�GDWD�� �7KH�PDUJLQ�RI� HUURU� DVVRFLDWHG�ZLWK� HDFK�RI� WKH�PHDVXUHV�SUHVHQWHG�KHUH� LV� YHU\PXFK� GHSHQGHQW� RQ� WKH� DEVROXWH� QXPEHU� RI� SHRSOH� WKDW� UHVSRQGHG� HDFK� TXHVWLRQ�� � 7KH� VXUYH\VLPSOHPHQWHG� LQ� &DPERGLD� LQYROYHG� ODUJH� VDPSOHV�� ZKLFK� LQVXUH� VPDOO� PDUJLQ� RI� HUURUV� IRU� JOREDOPHDVXUHV�� � +RZHYHU�� VRPH� TXHVWLRQV� DQG� WKH� DQDO\VLV� RI� VRPH� TXHVWLRQ� E\� SDUWLFXODU� JURXSV� RILQGLYLGXDOV�PD\EH�EDVHG�RQ�D�VPDOO�VXE�VDPSOH��IRU�H[DPSOH�WKH�ILUPV�WKDW�DFWLYHO\�H[SRUWHG�
7KH� HQWLUH� VDPSOH� GHVLJQ�ZDV�ZRUNHG� RXW� ZLWK� WKH� UHFRPPHQGDWLRQV� RI� JRYHUQPHQW� FRXQWHUSDUWV� DQG/LGHH�.KPHU�WHDP��QRQHWKHOHVV��DW�WKH�WLPH�RI�WKH�VXUYH\��WKHUH�ZHUH�FHUWDLQ� LQKHUHQW�OLPLWDWLRQV�WR�WKHVDPSOH� GHVLJQ�� � )LUVW�� WKHUH� ZDV� QR� FRPSUHKHQVLYH� FHQVXV� DYDLODEOH� RQ� ZKLFK� WR� EDVH� WKH� VDPSOHV� RIKRXVHKROGV�� ILUPV� DQG� SXEOLF� RIILFLDOV�� � 7R� FRPSHQVDWH� IRU� WKLV�� WKH� VDPSOH� ZDV� EDVHG� RQ� WKH� EHVWDYDLODEOH�VWXGLHV�RQ� LQFRPH�GLVWULEXWLRQ� �DFKLHYLQJ� UHSUHVHQWDWLYH�GLVWULEXWLRQ�DPRQJ� ORZ��PHGLXP�DQGKLJK�LQFRPH�KRXVHKROGV��DQG�H[SHUW�JRYHUQPHQW�FRXQWHUSDUWV�RQ�WKH�GLVWULEXWLRQ�RI�SXEOLF�RIILFLDOV�DQGWKH� FHQWUDOLW\� RI� YDULRXV� SXEOLF� DJHQFLHV� WR� HFRQRPLF� GHYHORSPHQW� REMHFWLYHV�� � )LQDOO\�� WKH� VDPSOH� RIHQWHUSULVHV�ZDV�UHGHVLJQHG�LQ�UHVSRQVH�WR�IHHGEDFN�IURP�JRYHUQPHQW�RQ�DQ�HDUOLHU�SLORW�HIIRUW�UHTXHVWLQJEURDGHU�UHSUHVHQWDWLRQ�RI�ODUJHU�DQG�IRUHLJQ�RZQHG�HQWHUSULVHV�LQ�YLHZ�RI�WKHLU�SRWHQWLDO� LPSRUWDQFH�� �$VHFRQG�OLPLWDWLRQ�ZDV�RQH�RI�WLPH�DQG�ORJLVWLFV�±�LQ�RUGHU�WR�KDYH�UHVXOWV�DYDLODEOH�IRU�WKH�&RQVXOWDWLYH'RQRU�*URXS�PHHWLQJ�LQ�0D\��WKH�VXUYH\�KDG�WR�EH�FRQGXFWHG�LQ�D�OLPLWHG�QXPEHU�RI�ORFDWLRQV��3KQRP3HQK�DQG���SURYLQFHV��DQG�WR�IRFXV�GLVSURSRUWLRQDOO\�RQ�DUHDV�RI�KLJKHU�SRSXODWLRQ�GHQVLW\���� 7KXV�WKHUHDUH� D�GLVSURSRUWLRQDOO\� ODUJH�QXPEHU�RI� XUEDQ� KRXVHKROGV� LQ� WKH� VDPSOH�� �7R�FRPSHQVDWH�� WKH� VWXG\� DWWLPHV�GLVDJJUHJDWHV�WKH�VDPSOH�WR�REVHUYH�WKH�VLPLODULWLHV�DQG�GLIIHUHQFHV�LQ�UHVSRQVHV�EHWZHHQ�UXUDO�DQGXUEDQ�KRXVHKROGV��6LPLODUO\��VRPH�RI� WKH�HQWHUSULVH�VXUYH\�UHVXOWV�DUH�GLYLGHG� WR�VKRZ�WKH�FRPSDUDWLYHSHUVSHFWLYHV� RI� GRPHVWLF� DQG� IRUHLJQ�RZQHG� HQWHUSULVHV�� � 7DEOH� �� SUHVHQWV� WKH� VDPSOH� GLVWULEXWLRQ� E\YDULRXV� FKDUDFWHULVWLFV�� 7KH� VDPSOH� GLVWULEXWLRQ� RI� WKH� SXEOLF� RIILFLDOV� VXUYH\� E\� RUJDQL]DWLRQ� LV� LQ$SSHQGL[���

���1RQHWKHOHVV��EHFDXVH�WKH�IRFXV�RI�WKH�VXUYH\�LV�RQ�WKH�TXDOLW\�RI�SXEOLF�DJHQF\�SHUIRUPDQFH�DQG�VHUYLFHGHOLYHU\��DQG�XUEDQ�KRXVHKROGV�DUH�GLVSURSRUWLRQDWHO\�ODUJHU�FRQVXPHUV�RI�SXEOLF�VHUYLFHV��WKHUH�LV�VRPHPHULW� WR� RYHUVDPSOLQJ� XUEDQ� KRXVHKROGV� WR� JHW� D� UHSUHVHQWDWLYH� SLFWXUH� RI� WKH� SHUIRUPDQFH� RI� NH\DJHQFLHV�
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7DEOH����&DPERGLD�*RYHUQDQFH�DQG�&RUUXSWLRQ�6XUYH\�6DPSOH�'LVWULEXWLRQ
'LVWULEXWLRQ�RI�+RXVHKROGV�6DPSOH

E\�ORFDWLRQ � E\�XUEDQ�DQG�UXUDO � E\�LQFRPH�OHYHO � E\�HGXFDWLRQ�OHYHO �
3KQRP�3HQK �� 8UEDQ �� /RZ������N�ULHO �� ,OOLWHUDWH ��
.DQGDO �� 5XUDO �� 0HG����P�ULHO �� %HORZ�VHFRQGDU\ ��
6LHP�5HDS �� +LJK��!�P�ULHO �� *HQ��VHFRQGDU\ ��
.DPSRQ�&KDP �� 6SHF��VHFRQGDU\ �
6LKDQRXN�9LOOH �� &ROOHJH ��

3RVW�JUDGXDWH �

WRWDO ��� ��� ��� ���

'LVWULEXWLRQ�RI�(QWHUSULVHV�6DPSOH

E\�ORFDWLRQ � E\�VL]H � E\�VHFWRU � E\�IRUHLJQ�SDUWLFLSDWLRQ �
3KQRP�3HQK �� 0LFUR��EW���	��� �� 0DQXIDF� �� 'RPHVWLF ��
.DQGDO �� 6PDOO��EW���	���� �� 6HUYLFH �� )RUHLJQ� ��
6LHP�5HDS �� 0HGLXP��EW����	���� �� &RPPHUFH ��

.DPSRQ�&KDP �� /DUJH��ODUJHU�WKDQ���� �� $JU� �

6LKDQRXN�9LOOH �� 2WKHUV �

WRWDO ��� ��� ��� ���

'LVWULEXWLRQ�RI�3XEOLF�2IILFLDO�6DPSOH

E\�ORFDWLRQ � E\�W\SH�RI�SRVLWLRQ � E\�DJH �
3KQRP�3HQK �� 2UJ��KHDG�GHSXW\�KHDG � ��V �
.DQGDO �� 'HSW��KHDG�GHSXW\�KHDG � ��V ��
6LHP�5HDS �� 2WKHU�VHQLRU�PDQDJHU �� ��V ��

.DPSRQ�&KDP �� -XQLRU�PDQDJHU �� ��V ��

6LKDQRXN�9LOOH �� 6XSSRUWLQJ�VWDIIV ��

2WKHU ��

WRWDO ��� ��� ���

%�� 3HUFHSWLRQV�RQ�WKH�6WDWXV�RI�*RYHUQDQFH�LQ�&DPERGLD
%���� 3HUFHSWLRQV�RI�3HUIRUPDQFH�� �3XEOLF�6HUYLFH�4XDOLW\� �2QH�NH\�PHDVXUH� RI� JRYHUQDQFH� LQ� DQ\FRXQWU\�PXVW�EH�WKH�TXDOLW\�RI�VHUYLFHV�JRYHUQPHQW�GHOLYHUV��ZKHWKHU�LW�LV�LQ�WKH�IRUP�RI�ODZ�HQIRUFHPHQW�UHJXODWLRQ�RI�PDUNHWV�RU�VRFLDO�VHUYLFHV�VXFK�DV�KHDOWK�DQG�HGXFDWLRQ��7KLV�VHFWLRQ�SUHVHQWV�WKH�HYDOXDWLRQVRI KRXVHKROGV�DQG�HQWHUSULVHV�ZLWK�UHJDUG�WR�VHUYLFH�TXDOLW\�
7KH�VXUYH\V�DVNHG�UHVSRQGHQWV�WR�UDWH�D�YDULHW\�RI�SXEOLF�VHUYLFHV�LQ�WHUPV�RI�WKHLU�TXDOLW\�DQG�HIILFLHQF\�2Q�DYHUDJH��KRXVHKROGV�JLYH�PRGHVW� UDWLQJV� WR�SXEOLF� VHUYLFHV��DQ�DYHUDJH� UDWLQJ�RI� � ����RQ� D���SRLQWVVFDOH�ZKHUH���LV�³YHU\�SRRU´�DQG���LV�³YHU\�JRRG´�� �7KH�HQWHUSULVHV�JLYH�PRGHVWO\� IDYRUDEOH�UDWLQJV� WRSXEOLF�VHUYLFHV��JLYLQJ�DQ�DYHUDJH�UDWLQJ�RI������³VOLJKWO\�JRRG´��RQ�D���SRLQW�VFDOH��*HQHUDOO\��PRVW�RIWKH�UDWLQJV�UDQJHG�EHWZHHQ�³VRPHZKDW�SRRU´�DQG�³VRPHZKDW�JRRG´�IRU�KRXVHKROGV�DQG�³VOLJKWO\�SRRU�DQGVOLJKWO\� JRRG´� IRU� HQWHUSULVHV�� � %RWK� KRXVHKROGV� DQG� HQWHUSULVHV� JLYH� ORZ� UDWLQJV� IRU� WKH� TXDOLW\� DQGHIILFLHQF\�RI�VHUYLFHV�ZLWK�UHJDUG�WR�FRXUWV��FXVWRPV��WD[�DGPLQLVWUDWLRQ�DQG�WUDIILF�SROLFH�LQ�WHUPV�RI�WKHLUTXDOLW\�DQG�HIILFLHQF\�RI�VHUYLFH��ILJXUHV���DQG�������7KH�FRXUWV�DUH�UDWHG��VWDWLVWLFDOO\��VLJQLILFDQWO\�ORZHUWKDQ�DQ\�RWKHU�SXEOLF�VHUYLFHV�OLVWHG��+RXVHKROGV�DQG�IRUHLJQ�HQWHUSULVHV�UDWH�FXVWRPV�WKH�VHFRQG�ZRUVW�$PRQJ�SXEOLF�VHUYLFHV��WKH�SRVW�RIILFH�DQG�WHOHSKRQH�VHUYLFH�DUH�UDWHG�EHWWHU�WKDQ�RWKHUV�
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&LWL]HQV�LQ�8UEDQ
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-XGJH�&RXUWV�RIILFLDOV

&XVWRPV�DXWKRULW\

7D[�DXWKRULW\���LQVSHFWRU

7UDIILF�SROLFH

&RQVWUXFWLRQ�SHUPLW

3XEOLF�UHJLVWU\��,'��SDVVSRUW�

3ROLFH�H[FOXGLQJ�WUDIILF�SROLFH

3XEOLF�KHDOWK�VHUYLFHV�SURYLGHU

3XEOLF�HGXFDWLRQ�VHUYLFHV

2IILFH�RI�VRFLDO�EHQHILWV

(OHFWULFLW\�VHUYLFH

:DWHU�VHUYLFH

7HOHSKRQH�VHUYLFH

3RVW�RIILFH

� YHU\�SRRU��� VRPHZKDW�SRRU��� QHLWKHU�SRRU�RU�JRRG��� VRPHZKDW�JRRG��� YHU\�JRRG

)LJXUH����&LWL]HQV
�(YDOXDWLRQ�RI�WKH�4XDOLW\�RI�9DULRXV�3XEOLF�6HUYLFHV
&LWL]HQV�LQ�5XUDO

���

���

���

���
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� � � � �

-XGJH�&RXUWV�RIILFLDOV

&XVWRPV�DXWKRULW\

7D[�DXWKRULW\���LQVSHFWRU

7UDIILF�SROLFH

3ROLFH�H[FOXGLQJ�WUDIILF�SROLFH

3XEOLF�KHDOWK�VHUYLFHV�SURYLGHU

&RQVWUXFWLRQ�SHUPLW

3XEOLF�HGXFDWLRQ�VHUYLFHV

3XEOLF�UHJLVWU\��,'��SDVVSRUW�

(OHFWULFLW\�VHUYLFH

2IILFH�RI�VRFLDO�EHQHILWV

:DWHU�VHUYLFH

7HOHSKRQH�VHUYLFH

3RVW�RIILFH

'RPHVWLF�)LUPV

� � � � � �

7KH�MXGLFLDU\�FRXUWV

5RDGV�'HSDUWPHQW�3XEOLF�:RUNV�

7KH�(OHFWULF�3RZHU�&RPSDQ\

5RDG�7UDIILF�3ROLFH

7KH�DUPHG�IRUFHV�PLOLWDU\

7KH�:DWHU�6HZHUDJH�6HUYLFH

7D[�VHUYLFH�$JHQF\

&XVWRPV�DQG�WUDGH�OLFHQVH�VHUYLFH

7KH�/RFDO�3ROLFH�

6WDQGDUGV�DQG�VDIHW\�LQVSHFWLRQ

3XEOLF�+HDOWK�&DUH�6HUYLFH�+RVSLWDOV�

7KH�7HOHSKRQH�6HUYLFH

7KH�1DWLRQDO�%DQN�RI�&DPERGLD

(GXFDWLRQ�VHUYLFHV�6FKRROV

3RVWDO�6HUYLFH

5HJLRQDO�JRYHUQPHQW

&HQWUDO�*RYHUQPHQW�OHDGHUVKLS�

7KH�1DWLRQDO�$VVHPEO\

� YHU\�SRRU��� YHU\�JRRG

)RUHLJQ�)LUPV

� � � � � �

7KH�MXGLFLDU\�FRXUWV

&XVWRPV�DQG�WUDGH�OLFHQVH�VHUYLFH

5RDGV�'HSDUWPHQW�3XEOLF�:RUNV�

7D[�VHUYLFH�$JHQF\

7KH�/RFDO�3ROLFH�

5RDG�7UDIILF�3ROLFH

7KH�DUPHG�IRUFHV�PLOLWDU\

7KH�:DWHU�6HZHUDJH�6HUYLFH

6WDQGDUGV�DQG�VDIHW\�LQVSHFWLRQ

5HJLRQDO�JRYHUQPHQW

7KH�7HOHSKRQH�6HUYLFH

7KH�(OHFWULF�3RZHU�&RPSDQ\

7KH�1DWLRQDO�%DQN�RI�&DPERGLD

7KH�1DWLRQDO�$VVHPEO\

3RVWDO�6HUYLFH

&HQWUDO�*RYHUQPHQW�OHDGHUVKLS�

3XEOLF�+HDOWK�&DUH�6HUYLFH�+RVSLWDOV�

(GXFDWLRQ�VHUYLFHV�6FKRROV

)LJXUH����(QWHUSULVH
�(YDOXDWLRQ�RI�WKH�4XDOLW\�RI�9DULRXV�3XEOLF�6HUYLFHV
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)LJXUH���VKRZV�WKDW�WKH�SHUFHSWLRQV�RI�XUEDQ�DQG�UXUDO�KRXVHKROGV�DUH�YHU\�QHDUO\�LGHQWLFDO�LQ�WKHLU�RUGLQDOUDQNLQJ�RI�VHUYLFH�TXDOLW\��DOWKRXJK�LQ�JHQHUDO�UXUDO�KRXVHKROGV�UDWH�VHUYLFHV�VOLJKWO\�KLJKHU� WKDQ�XUEDQKRXVHKROGV��)LJXUH���VKRZV�VRPH�RUGLQDO�GLIIHUHQFHV�LQ�UDQNLQJ�EHWZHHQ�GRPHVWLF�DQG�IRUHLJQ�ILUPV��EXWWKH�DEVROXWH�UDWLQJV�DUH�YHU\�FORVH���%RWK�GRPHVWLF�DQG�IRUHLJQ�ILUPV�DJUHH�RQ�D�³VOLJKWO\�SRRU´�UDWLQJ�IRUWKH� URDGV� GHSDUWPHQW� DQG� WKH� MXGLFLDU\�� DOWKRXJK� IRUHLJQ� ILUPV� UDWH� WKH� WD[� DQG� FXVWRPV� VHUYLFH�PRUHQHJDWLYHO\� WKDQ� GR� GRPHVWLF� ILUPV�� 'RPHVWLF� ILUPV� JLYH� WKHLU� PRVW� IDYRUDEOH� UDWLQJV� WR� WKH� QDWLRQDODVVHPEO\��FHQWUDO�JRYHUQPHQW�OHDGHUVKLS��UHJLRQDO�JRYHUQPHQW�DQG�WKH�SRVWDO�VHUYLFH��ZKLOH�IRUHLJQ�ILUPVSODFH�HGXFDWLRQ�DQG�KHDOWK�VHUYLFHV�MXVW�DKHDG�RI�FHQWUDO�JRYHUQPHQW�OHDGHUVKLS�DQG�WKH�SRVWDO�VHUYLFH�

���
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���

���

� � � � �

-XGLFLDU\

/DZ�HQIRUFHPHQW�DQG
VHFXULWLHV

5HYHQXH�JHQHUDWLRQ

3XEOLF�UHVRXUFH
PDQDJHPHQW

&HQWUDO�JRYHUQPHQW
DGPLQLVWUDWLRQ

/RFDO�JRYHUQPHQW

/LFHQFLQJ�DQG�UHJLVWUDWLRQ

3XEOLF�XWLOLWLHV��
LQIUDVWUXFWXUH

3DUOLDPHQW

6RFLDO�VHUYLFH

� YHU\�LQHIILFLHQW��� YHU\�HIILFLHQW

)LJXUH����3XEOLF�2IILFLDOV
�(YDOXDWLRQ�RI�3HUIRUPDQFH�RI�3XEOLF�2UJDQL]DWLRQV

3XEOLF�RIILFLDOV�ZHUH�DOVR�DVNHG�WR�HYDOXDWH�SHUIRUPDQFH�RI����SXEOLF�RUJDQL]DWLRQV�RWKHU�WKDQ�WKHLU�RZQ�7KHVH����SXEOLF�RUJDQL]DWLRQV�DUH�JURXSHG�LQWR����EURDG�FDWHJRULHV�WR�FRQWULEXWH�WR�SURYLGH�DQ�RYHUYLHZRI WKH�SDWWHUQV�UHSRUWHG��KHOS�EXLOG�FRDOLWLRQV�DPRQJ�GLIIHUHQW�LQVWLWXWLRQV��DQG�DYRLG� � µILQJHU�SRLQWLQJ¶�+RZ� SXEOLF� RUJDQL]DWLRQV� DUH� FDWHJRUL]HG� LV� SUHVHQWHG� LQ� $SSHQGL[� ��� 2Q� DYHUDJH�� VRFLDO� VHUYLFHV�SDUOLDPHQW� DQG� LQIUDVWUXFWXUH� VHUYLFHV� UHFHLYHG� WKH� PRVW� IDYRUDEOH� UDWLQJV�� � 2Q� WKH� RWKHU� KDQG�� WKHMXGLFLDU\��ODZ�HQIRUFHPHQW�DQG�VHFXULW\�VHUYLFHV��SROLFH�DQG�PLOLWDU\���DQG�UHYHQXH�JHQHUDWLRQ�DXWKRULWLHV�WD[�DQG�FXVWRPV��UDWHG�PRUH�SRRUO\�
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%����3HUFHSWLRQV�RI�,QWHJULW\�DQG�&RUUXSWLRQ
6HUYLFH� TXDOLW\� LV� RQH� PHDVXUH� RI� WKH� VWUHQJWK� RI� JRYHUQDQFH�� � $� VHFRQG� LV� LQWHJULW\� DQG�� LQYHUVHO\�FRUUXSWLRQ���7KH�IROORZLQJ�VXEVHFWLRQV�H[DPLQH�LQGLFDWRUV�RI�FRUUXSWLRQ�DQG�LQWHJULW\
D���&RUUXSWLRQ�DV�D�FRQVWUDLQW�WR�GHYHORSPHQW�
2QH� NH\� ILQGLQJ� RI� WKH� VXUYH\V�ZDV� WKH� SHUFHSWLRQ� RI� KRXVHKROGV� DQ� HQWHUSULVHV� RQ� WKH� LPSRUWDQFH� RISXEOLF� VHFWRU� FRUUXSWLRQ� DV� D� NH\� FRQVWUDLQW� WR� GHYHORSPHQW� LQ� &DPERGLD�� � +RXVHKROGV�ZHUH� DVNHG� WRLGHQWLI\� WKH�PRVW� VHULRXV�SUREOHP� LQ�&DPERGLD�RXW�RI�D� OLVW�RI����SRVVLEOH�SUREOHPV� �ILJXUH����EHORZ��7KH�UHVXOWV�VXJJHVW�D�VLJQLILFDQW�GLIIHUHQFH�EHWZHHQ�WKH�YLHZV�RI� WKRVH�KRXVHKROGV� LQWHUYLHZHG� LQ� UXUDODQG�XUEDQ�DUHDV�� �7KH�SUREOHP�FKRVHQ�E\� WKH� ODUJHVW� QXPEHU�RI� UXUDO�KRXVHKROGV�ZDV� WKH�KLJK� FRVW�RIOLYLQJ��ZKLFK�VWRRG�RXW�IURP�DOO�RWKHUV���$OPRVW�D�WKLUG�RI�KRXVHKROGV�LQWHUYLHZHG�LQ�UXUDO�DUHDV�FKRRVHWKH�KLJK�FRVW�RI�OLYLQJ�DV�WKH�PRVW�VHULRXV�SUREOHP��&RUUXSWLRQ�LQ�WKH�SXEOLF�VHFWRU�ZDV�WKH�VHFRQG�PRVWIUHTXHQWO\�FKRVHQ�SUREOHP�DV� WKH�PRVW�VHULRXV��E\����SHUFHQW�RI�KRXVHKROGV� LQWHUYLHZHG�LQ�UXUDO�DUHDV�7KH�SUREOHP�RI�VDIHW\�FRQFHUQV���FULPH�FORVHO\�IROORZHG��FKRVHQ�E\����SHUFHQW�RI�KRXVHKROGV�LQWHUYLHZHGLQ�UXUDO�DUHDV�DV�WKH�PRVW�VHULRXV�SUREOHP�LQ�&DPERGLD���,Q�XUEDQ�DUHDV��WKH�SUREOHP�FKRVHQ�E\�D�KLJKHVWQXPEHU� RI� KRXVHKROGV� LQWHUYLHZHG� ZDV� FRUUXSWLRQ� LQ� WKH� SXEOLF� VHFWRU�� E\� ��� SHUFHQW� RI� KRXVHKROGVLQWHUYLHZHG���7KH�SUREOHPV�RI�KLJK�FRVW�RI�OLYLQJ�DQG�VDIHW\�FRQFHUQV���FULPH�FORVHO\�IROORZHG��FKRVHQ�E\�� DQG����SHUFHQW�RI�KRXVHKROGV��UHVSHFWLYHO\��DV�WKH�PRVW�VHULRXV�SUREOHP�LQ�&DPERGLD�

&LWL]HQV�LQ�8UEDQ

�

�

�

�

�

�

�

�

�

�

��

��

��

��

� �� �� �� ��

&RUUXSWLRQ�LQ�WKH�SULYDWH�VHFWRU

4XDOLW\�RI�KHDOWK�FDUH

+LJK�FRVW�RI�KHDOWK�FDUH

4XDOLW\�RI�HGXFDWLRQ

,QIODWLRQ

+LJK�FRVW�RI�HGXFDWLRQ

'UXJ�DEXVH���WUDIILF

+RXVLQJ�VKRUWDJH

8QHPSOR\PHQW

3ROLWLFDO�LQVWDELOLW\�

:HDN�JRYHUQDQFH

6DIHW\�FRQFHUQV���FULPH�

+LJK�FRVW�RI�OLYLQJ

&RUUXSWLRQ�LQ�WKH�SXEOLF�VHFWRU

)LJXUH����&LWL]HQV
�9LHZ�RQ�WKH�0RVW�6HULRXV�3UREOHP�LQ�&DPERGLD

3HUFHQW�RI�FLWL]HQV�FKRRVLQJ�HDFK�RSWLRQ�DV�WKH�PRVW�VHULRXV�SUREOHP

&LWL]HQV�LQ�5XUDO

�

�

�

�

�

�

�

�

�

�

��

��

��

��

� �� �� �� ��

&RUUXSWLRQ�LQ�WKH�SULYDWH�VHFWRU

4XDOLW\�RI�KHDOWK�FDUH

+LJK�FRVW�RI�KHDOWK�FDUH

'UXJ�DEXVH���WUDIILF

4XDOLW\�RI�HGXFDWLRQ

+LJK�FRVW�RI�HGXFDWLRQ

,QIODWLRQ

3ROLWLFDO�LQVWDELOLW\�

+RXVLQJ�VKRUWDJH

8QHPSOR\PHQW

:HDN�JRYHUQDQFH

6DIHW\�FRQFHUQV���FULPH�

&RUUXSWLRQ�LQ�WKH�SXEOLF�VHFWRU

+LJK�FRVW�RI�OLYLQJ

(QWHUSULVHV� ZHUH� DVNHG� WR� LGHQWLI\� WKH� PRVW� LPSRUWDQW� REVWDFOH� IRU� WKH� RSHUDWLRQ� DQG� JURZWK� RI� WKHLUEXVLQHVV�� � 7KHUH� LV� D� VLJQLILFDQW� GLIIHUHQFH� EHWZHHQ� WKH� YLHZV� RI� GRPHVWLF� DQG� IRUHLJQ� HQWHUSULVHVLQWHUYLHZHG� �ILJXUH� ���� � 7KH� SUREOHP� WKDW� PRVW� GRPHVWLF� HQWHUSULVH� LQWHUYLHZHG� FKRVH� DV� WKH� PRVWLPSRUWDQW�RQH�ZDV�VWUHHW�FULPH���7ZHQW\�HLJKW�SHUFHQW�RI�WKRVH�GRPHVWLF�HQWHUSULVHV�FKRVH�VWUHHW�FULPH�DV
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WKH� PRVW� LPSRUWDQW� REVWDFOH� IRU� WKH� RSHUDWLRQ� DQG� JURZWK� RI� WKHLU� EXVLQHVV�� � 7KLV� ZDV� IROORZHG� E\FRUUXSWLRQ� LQ� WKH� SXEOLF� VHFWRU� DQG� SROLWLFDO� XQFHUWDLQW\� �� LQVWDELOLW\�� FKRVHQ� E\� ��� DQG� ��� SHUFHQW� RIGRPHVWLF� HQWHUSULVHV� LQWHUYLHZHG� UHVSHFWLYHO\�� � �7KH�SUREOHP� WKDW�PRVW� IRUHLJQ� HQWHUSULVHV� LQWHUYLHZHGFKRVH�DV� WKHLU� OHDGLQJ�FRQVWUDLQW�ZDV�FRUUXSWLRQ� LQ� WKH�SXEOLF� VHFWRU�� � ���SHUFHQW�RI� IRUHLJQ�HQWHUSULVHVLQWHUYLHZHG� FKRVH� LW�� � 7KLV� ZDV� IROORZHG� E\� VWUHHW� FULPH� DQG� RUJDQL]HG� FULPH�� FKRVHQ� E\� ��� DQG� ��SHUFHQW� RI� IRUHLJQ� HQWHUSULVHV� LQWHUYLHZHG�� UHVSHFWLYHO\�

)RUHLJQ�)LUPV

�
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��
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��

� �� �� �� �� ��

)LQDQFLQJ

)XQFWLRQLQJ�RI�WKH�MXGLFLDU\

$QWL�FRPSHWLWLYH�SUDFWLFHV

,QIUDVWUXFWXUH

7D[HV�DQG�5HJXODWLRQV�

3ROLWLFDO�8QFHUWDLQW\��,QVWDELOLW\

2UJDQL]HG�&ULPH�0DILD

6WUHHW�&ULPH

&RUUXSWLRQ��LQ�WKH�SXEOLF�VHFWRU

'RPHVWLF�)LUPV

�

�

�

�

�

�

�

��

��

��

��

� �� �� �� �� ��

)XQFWLRQLQJ�RI�WKH�MXGLFLDU\

([FKDQJH�5DWH�

,QIUDVWUXFWXUH

$QWL�FRPSHWLWLYH�SUDFWLFHV

)LQDQFLQJ

7D[HV�DQG�5HJXODWLRQV�

,QIODWLRQ

2UJDQL]HG�&ULPH�0DILD

3ROLWLFDO�8QFHUWDLQW\��,QVWDELOLW\

&RUUXSWLRQ��LQ�WKH�SXEOLF�VHFWRU

6WUHHW�&ULPH

)LJXUH����(QWHUSULVHV
�9LHZV�RQ�WKH�/HDGLQJ�&RQVWUDLQW�WR�%XVLQHVV

3HUFHQW�RI�ILUPV�FKRRVLQJ�
6HYHUDO�HQWHUSULVH�FRQFHUQV�IDOO�XQGHU�ZKDW�FRXOG�EH�FKDUDFWHUL]HG�DV�³UXOH�RI�ODZ´�LVVXHV���7KHVH�LQFOXGHXQFHUWDLQWLHV�DERXW�ODZV��UHJXODWLRQV�DQG�SROLFLHV��WKH�DGPLQLVWUDWLRQ�RI�ODZV�DQG�SROLFLHV��DV�UHIOHFWHG�LQWKH� UDWLQJ� RI� SXEOLF� FRUUXSWLRQ��� DQG� DGMXGLFDWLRQ� �WKH� ZHDN� HYDOXDWLRQ� RI� FRXUW� SHUIRUPDQFH��� � 7KHVHLVVXHV� DUH� H[SORUHG� LQ� JUHDWHU� GHSWK� LQ� WKH� VHFWLRQV� RQ� WKH� OHJDO� DQG� UHJXODWRU\� IUDPHZRUN� DQG� WKHMXGLFLDU\��EHORZ�
E���3XEOLF�$JHQF\�,QWHJULW\
(QWHUSULVH�DQG�KRXVHKROGV�ZHUH�DVNHG�WR�HYDOXDWH�WKH�LQWHJULW\�RI����SXEOLF�RUJDQL]DWLRQV���� ,Q�DGGLWLRQ�SXEOLF� RIILFLDOV� ZHUH� DVNHG� WR� UDWH� WKH� LQWHJULW\� RI� RUJDQL]DWLRQV� RWKHU� WKDQ� WKHLU� RZQ�� � $V� ZLWKSHUIRUPDQFH� HYDOXDWLRQ� E\� SXEOLF� RIILFLDOV�� WKHVH� ��� SXEOLF� RUJDQL]DWLRQV� DUH� JURXSHG� LQWR� ��� EURDGFDWHJRULHV��)LJXUH���VKRZV�UDWLQJV�RI�WKH�LQWHJULW\�RI�WKH����FDWHJRULHV�RI�SXEOLF�RUJDQL]DWLRQV�RQ�D�RQH�WR�ILYH� VFDOH�� ZKHUH� RQH� LV� YHU\� GLVKRQHVW� DQG� ILYH� LV� YHU\� KRQHVW�� 9LHZV� IURP� WKHVH� WKUHH� W\SHV� RI

���$OWKRXJK�KRXVHKROGV�DQG�HQWHUSULVHV�DUH�DVNHG�DERXW�WKH�LQWHJULW\�RI�WKH�VDPH�OLVW�RI����SXEOLF�RUJDQL]DWLRQV�DV�LQWKH�SXEOLF�RIILFLDO�VXUYH\��WKH\�DUH�QRW�DVNHG�WR�HYDOXDWH�WKH�SHUIRUPDQFH�RI�DOO�RI�WKHVH�RUJDQL]DWLRQV���,QVWHDG��WKH\ZHUH�DVNHG�WR�HYDOXDWH� WKH�TXDOLW\�RI�D�VPDOOHU�QXPEHU�RI�SXEOLF�VHUYLFHV�RU�DJHQFLHV�ZLWK�ZKLFK� WKH\�ZHUH�PRVWOLNHO\�WR�KDYH�KDG�FRQWDFW�
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UHVSRQGHQWV�IRU�WKH����FDWHJRULHV�DUH�KLJKO\�FRUUHODWHG�ZLWK�FRUUHODWLRQ�FRHIILFLHQWV�EHWZHHQ������DQG�����LQGLFDWLQJ�WKHUH�LV�D�JHQHUDO�DJUHHPHQW�RQ�WKH�LQWHJULW\�RI�PRVW�SXEOLF�RUJDQL]DWLRQV���

� � � � �

-XGLFLDU\

5HYHQXH�JHQHUDWLRQ

3XEOLF�UHVRXUFH�PDQDJHPHQW

/DZ�HQIRUFHPHQW�DQG
VHFXULWLHV

/LFHQFLQJ�DQG�UHJLVWUDWLRQ

&HQWUDO�JRYHUQPHQW
DGPLQLVWUDWLRQ

/RFDO�JRYHUQPHQW

6RFLDO�VHUYLFH

3DUOLDPHQW

3XEOLF�XWLOLWLHV���LQIUDVWUXFWXUH

� YHU\�GLVKRQHVW��� YHU\�KRQHVW

+RXVHKROGV

(QWHUSULVHV

3XEOLF�RIILFLDOV

)LJXUH����(YDOXDWLRQ�RI�,QWHJULW\�RI�3XEOLF�2UJDQL]DWLRQV

(YDOXDWHG�E\�

,Q� ILJXUH����SXEOLF�RUJDQL]DWLRQV�DUH� VRUWHG�E\� WKH�DYHUDJH�RI� UDWLQJV� IURP�SXEOLF�RIILFLDOV�� KRXVHKROGV�DQG� HQWHUSULVHV�� 7KH� RUJDQL]DWLRQV� ZLWK� WKH� KLJKHVW� UDWLQJ� IRU� KRQHVW\�LQWHJULW\� DUH� SXEOLFXWLOLW\�LQIUDVWUXFWXUH�VHUYLFHV��VXFK�DV�WKH�3RVW�2IILFH��WKH�:DWHU�6HUYLFH�3URYLGHU��WKH�7HOHSKRQH�6HUYLFH3URYLGHU���WKH�3DUOLDPHQW�1DWLRQDO�$VVHPEO\��DQG�6RFLDO�6HUYLFHV��H�J��6RFLDO�:HOIDUH���7KH�ORZHVW�UDWHGRUJDQL]DWLRQV� IRU� LQWHJULW\� DUH� WKH� -XGLFLDU\��5HYHQXH�UHODWHG�$XWKRULWLHV�� DQG� DJHQFLHV� LQYROYHG� LQ� WKHPDQDJHPHQW� RI� SXEOLF� DVVHWV�� 7KHVH� RUJDQL]DWLRQV� ZHUH� UDWHG� DV�� RQ� DYHUDJH�� ³VRPHZKDW� GLVKRQHVW�´$OWKRXJK� KRXVKROGV¶� UHVSRQVHV� DUH� KLJKO\� FRUUHODWHG� ZLWK� WKRVH� RI� HQWHUSULVHV�� WKH\� UDWH� DOO� WKHVHFDWHJRULHV�RI�DJHQFLHV�VRPHZKDW�ORZHU��RQ�DYHUDJH��WKDQ�GR�WKH�ILUPV�
F���8QRIILFLDO�3D\PHQWV���+RZ�)UHTXHQWO\��+RZ�0XFK��%\�:KRP��WR�:KRP"
*LYHQ�WKH�ZLGHVSUHDG�LGHQWLILFDWLRQ�RI�D�FRUUXSWLRQ�SUREOHP��LW�LV�UHDVRQDEOH�WR�DVN�KRZ�FRPPRQ�LV�WKHSUREOHP"���2QH�LPSRUWDQW�DVSHFW�RI�WKH�SUREOHP�LV�LOOLFLW�SD\PHQWV�WR�SXEOLF�RIILFLDOV�UHTXLUHG�HLWKHU�WR�JHWWKHP�WR�GR�WKHLU�MRE�RU�WR�DIIRUG�VSHFLDO�EHQHILWV�WR�WKH�SD\HU���&LWL]HQV��HQWUHSUHQHXUV�DQG�SXEOLF�RIILFLDOVZHUH� DVNHG� WR� HVWLPDWH� WKH� IUHTXHQF\� ZLWK� ZKLFK� FRQWDFWV� EHWZHHQ� FLWL]HQV� RU� HQWHUSULVHV� DQG� SXEOLFRIILFLDOV�LQYROYH�LQIRUPDO�SD\PHQWV�WR�WKH�RIILFLDOV�

���:KHQ� WKH� WZR� YDULDEOHV� DUH� SHUIHFWO\� FRUUHODWHG�� FRUUHODWLRQ� FRHIILFLHQW� LV� HTXDO� WR� RQH�� &RUUHODWLRQEHWZHHQ�HQWHUSULVHV�HYDOXDWLRQ�DQG�SXEOLF�RIILFLDO�HYDOXDWLRQ�LV������� WKDW�EHWZHHQ�HQWHUSULVH�HYDOXDWLRQDQG�KRXVHKROG�HYDOXDWLRQ�LV�������DQG�WKDW��EHWZHHQ�KRXVHKROG�HYDOXDWLRQ�DQG�SXEOLF�RIILFLDO�HYDOXDWLRQ�LV�����
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2Q� DYHUDJH�� SXEOLF� RIILFLDOVHVWLPDWH� WKDW� GRPHVWLFHQWHUSULVHV� SD\� XQRIILFLDOSD\PHQWV� LQ� ���� RI� WKHLUFRQWDFWV�ZLWK�SXEOLF�RIILFLDOV�FLWL]HQV� LQ� ��� DQG� IRUHLJQHQWHUSULVHV� LQ� ��� RI� WKHLUHQWHUSULVHV�� � &RPSDUHG� ZLWKWKH� HVWLPDWHV� RI� WKHHQWHUSULVHV� DQG� KRXVHKROGVLQWHUYLHZHG�� SXEOLF� RIILFLDOVFRQVLVWHQWO\� HVWLPDWH� D� ORZHUIUHTXHQF\� RI� SD\PHQWV�� � 7KHGDWD� LQGLFDWH� WKDW� WKH� UXUDOKRXVHKROGV� LQWHUYLHZHGUHSRUW� KDYLQJ� WR� SD\� EULEHVIRU�SXEOLF�VHUYLFHV�RQ�DYHUDJH����RI� WLPHV� LQ�GHDOLQJ�ZLWKSXEOLF� RIILFLDOV�� � 8UEDQKRXVHKROGV� UHSRUW� KDYLQJ� WRSD\�RQ�DYHUDJH�����RI�WLPHV�)RUHLJQ� HQWHUSULVHVLQWHUYLHZHG� UHSRUW� KDYLQJ� WRSD\�RQ�DYHUDJH�����RI�WLPHV�%DVHG� RQ� WKH� SRWHQWLDO� EULEHSD\HUV¶� HVWLPDWHV�� LOOLFLWSD\PHQWV� DUH� PRUHFRPPRQO\� PDGH� E\� IRUHLJQILUPV�� IROORZHG� LQ� IUHTXHQF\E\ XUEDQ�KRXVHKROGV��WKHQ�E\UXUDO� KRXVHKROGV� DQG� OHDVWIUHTXHQWO\�E\�GRPHVWLF�ILUPV�+RZHYHU�� IURP� WKH� RIILFLDOV¶SHUVSHFWLYH�� SD\PHQWV� IURPFLWL]HQV�DUH�UDUH�

,Q� DGGLWLRQ� WR� WKHVH� RYHUDOO� LQVLJKWV� LQWR� ZKR� SD\V� DQG� KRZ� RIWHQ�� WKH� VXUYH\� DVNHG� KRXVHKROGV� DQGHQWHUSULVHV�H[SHULHQFH�EDVHG�TXHVWLRQV�DERXW�WKH�IUHTXHQF\�RI�FRQWDFW��WKH�IUHTXHQF\�RI�EULEH�SD\LQJ��DQGWKH�DPRXQW�RI�EULEH�ZLWK�UHJDUG�WR�YDULRXV�SXEOLF�VHUYLFHV��7DEOH���SUHVHQWV�WKH�SHUFHQWDJH�RI�KRXVHKROGVWKDW�HYHU�FRQWDFWHG�HDFK�SXEOLF�VHUYLFH�GXULQJ�WKH�SDVW�\HDU��WKH�SHUFHQWDJH�RI�KRXVHKROGV�WKDW�SDLG�DQ\EULEHV�LQ�WKDW�SHULRG��WKH�IUHTXHQF\�RI�D�EULEH�SD\PHQW�JLYHQ�D�FRQWDFW��DQG�WKH�DYHUDJH�DPRXQW�RI�HDFKSD\PHQWV��FDOFXODWHG�IURP�KRXVHKROGV�UHSRUWLQJ�SRVLWLYH�DPRXQWV�SDLG���DQG�ILQDOO\�WKH�DYHUDJH�H[SHFWHGDPRXQW�RI�EULEHV�IRU�WKH�VDPSOH�FDOFXODWHG�WDNLQJ� LQWR�FRQVLGHUDWLRQ�GLIIHUHQW�UDWHV�RI�FRQWDFW��SD\PHQWIUHTXHQF\��DQG�SD\PHQW�DPRXQW���� 2Q�WKLV�EDVLV�� WKH�DQDO\VLV�UHYHDOV�WKDW�KRXVHKROGV�RQ�DYHUDJH�SD\�DODUJHU� DPRXQW� RI� EULEHV� WR� WKH� FRXUWV�� FXVWRPV� DQG� WD[� DXWKRULW\� WKDQ� DQ\� RWKHU� SXEOLF� VHUYLFHV�� HDFKKRXVHKROG�RQ�DYHUDJH�SD\LQJ�PRUH�WKDQ�QLQH�86�GROODUV�WR�HDFK�RI�WKHVH�WKUHH�VHUYLFHV�D�\HDU�

���$�UHVWULFWHG�VDPSOH� LV�XVHG�LQ�WKH�FDOFXODWLRQ��+RXVHKROGV�WKDW� UHSRUWHG�SD\LQJ�D�EULEH� WR�DQ\�SXEOLFVHUYLFH�ODUJHU�WKDQ�����RI�WKHLU�LQFRPH�DUH�GURSSHG�IURP�WKH�VDPSOH�

)UHTXHQF\�RI�%ULEHU\�IURP�&LWL]HQV�WR�3XEOLF�2IILFLDOV

�

��

��

� �� ��

7KH�9LHZ�RI
3XEOLF�2IILFLDOV

7KH�9LHZ�RI
5XUDO

+RXVHKROGV

7KH�9LHZ�RI
8UEDQ

+RXVHKROGV

)UHTXHQF\�RI�%ULEHU\�IURP
'RPHVWLF�(QWHUSULVHV�WR

3XEOLF�2IILFLDOV

��

��

� �� ��

7KH�9LHZ�RI
3XEOLF
2IILFLDOV

7KH�9LHZ�RI
'RPHVWLF

(QWHUSULVHV

)UHTXHQF\�RI�%ULEHU\�IURP
)RUHLJQ�(QWHUSULVHV�WR

3XEOLF�2IILFLDOV

�

��

� �� �� ��

7KH�9LHZ�RI
3XEOLF
2IILFLDOV

7KH�9LHZ�RI
)RUHLJQ

(QWHUSULVHV

)LJXUH�����3HUFHSWLRQ�DERXW�)UHTXHQF\�RI
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7DEOH��D��1XPEHU�RI�&RQWDFWV��)UHTXHQF\�DQG�$PRXQW�RI�%ULEHV
�&LWL]HQV¶�6XUYH\�

3XEOLF�6HUYLFHV

3HUFHQW�RI+RXVHKROGZLWK�DQ\FRQWDFW
/LNHOLKRRG�WRSD\�DQ\EULEHV

/LNHOLKRRG�RISD\LQJ�EULEHV�FRQGLWLRQDORQ FRQWDFW
$PRXQW�RIEULEHV��HDFKFRQWDFW

7RWDO�DPRXQWRI H[SHFWHGEULEHV

-XGJH�&RXUWV�RIILFLDOV �� �� ��� ���� ���
&XVWRPV�DXWKRULW\ �� �� ��� ���� ���
7D[�DXWKRULW\���LQVSHFWRU ��� ��� ��� ��� ��
3XEOLF�HGXFDWLRQ�VHUYLFHV ��� ��� ��� ��� ��
&RQVWUXFWLRQ�SHUPLW �� �� ��� ��� ��
3XEOLF�KHDOWK�VHUYLFHV�SURYLGHU ��� ��� ��� �� ��
3XEOLF�UHJLVWU\��,'��SDVVSRUW� ��� ��� ��� ��� ��
7UDIILF�SROLFH ��� ��� ��� �� ��
3ROLFH�H[FOXGLQJ�WUDIILF�SROLFH ��� �� ��� ��� ��
(OHFWULFLW\�VHUYLFH ��� ��� ��� �� ��
:DWHU�VHUYLFH ��� ��� ��� ��� ��
7HOHSKRQH�VHUYLFH �� �� ��� ��� ��
3RVW�RIILFH �� �� ��� �� ��
2IILFH�RI�VRFLDO�EHQHILWV �� �� ��� �� ��

7DEOH��E��&RPSRVLWLRQ�RI�7RWDO�%ULEHV�3DLG�E\�+RXVHKROGV

3XEOLF�6HUYLFHV 3URSRUWLRQ�RI�EULEHV�SDLG�WR�HDFKVHUYLFH��DV���RI�WKH�WRWDO�EULEHV
-XGJH�&RXUWV�2IILFLDOV ���
&XVWRPV�$XWKRULW\ ���
7D[�$XWKRULW\�,QVSHFWRU ���
3XEOLF�HGXFDWLRQ�VHUYLFHV ��
&RQVWUXFWLRQ�SHUPLW ��
3XEOLF�KHDOWK�VHUYLFHV�SURYLGHU ��
3XEOLF�UHJLVWU\��,'��3DVVSRUW� ��
7UDIILF�SROLFH ��
3ROLFH�H[FOXGLQJ�WUDIILF�SROLFH ��
(OHFWULFLW\�VHUYLFHV ��
:DWHU�VHUYLFHV ��

2XW�RI�WKH�WRWDO�DYHUDJH�DPRXQW�RI�DQQXDO�EULEHV�SDLG�WR�WKH�OLVWHG����SXEOLF�VHUYLFHV�E\�KRXVHKROGV����86��� ������ RI� WKHLU� LQFRPH���86� ���� DUH� SDLG� WR� WKH� WKUHH� SXEOLF� VHUYLFHV�� � &RXUWV��&XVWRPV�� DQG�7D[$XWKRULWLHV���,Q�WHUPV�RI�IUHTXHQF\��LQIRUPDO�SD\PHQWV�DUH�PDGH�PRVW�RIWHQ�WR��7UDIILF�3ROLFH��&XVWRPV�3ROLFH��WKH�&RXUWV��DQG�7D[�$XWKRULW\�
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(QWHUSULVHV� WHQG� WR�SD\� WKH� ODUJHVW�DPRXQW�RI�EULEHV� WR�FXVWRPV��ZKLFK� LV� IROORZHG�E\�EXVLQHVV� OLFHQVHDXWKRULWLHV�DQG�ORFDO�SROLFH��7DEOH������
7DEOH��D��&RQWDFW��)UHTXHQF\��$PRXQW�RI�%ULEHV�(QWHUSULVHV¶�5HSRUW�

3XEOLF�6HUYLFHV
3HUFHQW�RI)LUPV�ZLWKDQ\�FRQWDFW

/LNHOLKRRG�WRSD\�DQ\EULEHV

/LNHOLKRRG�RISD\LQJ�EULEHV�FRQGLWLRQDORQ FRQWDFW
$PRXQW�RIEULEHV��HDFKFRQWDFW

7RWDO�DPRXQWRI H[SHFWHGEULEHV
&XVWRPV�DQG�WUDGH�OLFHQVHVHUYLFH ��� ��� ��� ������ �������
%XVLQHVV�/LFHQVH�$XWKRULWLHV ��� ��� ��� ���� ������
2WKHU�3ROLFH ��� ��� ��� ���� ������
7UDIILF�SROLFH ��� ��� ��� ��� ����
6WDQGDUGV�DQG�VDIHW\�LQVSHFWLRQ ��� ��� ��� ���� ����
7D[�$JHQF\��,QVSHFWRUV ��� ��� ��� ���� ����3ROLWLFLDQV�LQIOXHQFLQJ�SROLFHVDIIHFWLQJ�\RXU�ILUP �� �� ���� ������ ���
&RQVWUXFWLRQ�SHUPLW ��� ��� ��� ���� ���*RYHUQPHQW�3URFXUHPHQW$JHQWV �� �� ��� ���� ���
7HOHSKRQH�&RPSDQ\ ��� �� ��� ��� ���
(OHFWULF�3RZHU�&RPSDQ\ ��� ��� ��� ��� ��
-XGJHV��&RXUW�RIILFLDOV �� �� ��� ���� ��

7DEOH��E��&RPSRVLWLRQ�RI�7RWDO�%ULEHV�3DLG�E\�(QWHUSULVHV
%ULEHV�3DLG�E\�'RPHVWLF�)LUPV %ULEHV�3DLG�E\�)RUHLJQ�)LUPV

3XEOLF�6HUYLFHV

%ULEHV�SDLG�WRHDFK�VHUYLFH��DV� RI�WKH�WRWDOEULEHV 3XEOLF�6HUYLFHV

%ULEHV�SDLG�WRHDFK�VHUYLFH��DV� RI�WKH�WRWDOEULEHV
%XVLQHVV�OLFHQVH�DXWKRULWLHV ��� &XVWRPV���WUDGH�OLFHQVH�VHUYLFHV ���
6WDQGDUGV�DQG�VDIHW\�LQVSHFWLRQ ��� %XVLQHVV�OLFHQVH�DXWKRULWLHV ���
&XVWRPV���WUDGH�OLFHQVH�VHUYLFHV ��� 2WKHU�SROLFH ���
7D[�DJHQF\�,QVSHFWRUV ��� 2WKHU ��
2WKHU�SROLFH ��
7UDIILF�SROLFH ��
2WKHU ���

���$V�ZLWK�WKH�KRXVHKROGV��D�UHVWULFWHG�VDPSOH�LV�XVHG�LQ�WKH�FDOFXODWLRQ��)LUPV�UHSRUW�SD\LQJ�D�EULEH�WR�DQ\SXEOLF�VHUYLFH�ODUJHU�WKDQ�����RI�LWV�VDOHV�DUH�GURSSHG�IURP�WKH�VDPSOH�



1HZ�(PSLULFDO�7RROV�IRU�$QWL�&RUUXSWLRQ�DQG�,QVWLWXWLRQDO�5HIRUP

2XW�RI�WKH�WRWDO�DPRXQW�RI�DQQXDO�EULEHV�SDLG�WR�WKH�OLVWHG����SXEOLF�VHUYLFH��86���������������RI�WKHLULQFRPH��PRUH�WKDQ�86��������������RI�WKH�WRWDO�EULEHV��LV�SDLG�WR�FXVWRPV��EXVLQHVV�OLFHQVH�DXWKRULWLHVDQG� ORFDO�SROLFH��1RWH� WKDW�XQOLNH� WKRVH� ILJXUHV� IRU�KRXVHKROGV�� HQWHUSULVHV¶� IUHTXHQW� FRQWDFWV�ZLWK� NH\DJHQFLHV� OHDGV� WKHLU� H[SHFWHG� DQQXDO� SD\PHQWV� WR� EH� ODUJHU� WKDQ� WKH� DYHUDJH� SD\PHQW�� EHFDXVH� ILUPVGHDOLQJ�ZLWK�WKHVH�DJHQFLHV�PXVW�SD\�RII�WKHVH�DJHQFLHV�VHYHUDO�WLPHV�LQ�D�\HDU�
8QRIILFLDO� SD\PHQWV� SDLG� E\� IRUHLJQ� ILUPV� DUH� FRQFHQWUDWHG� RQ� FXVWRPV�� EXVLQHVV� OLFHQVHV�� DQG� RWKHUSROLFH��7DEOH��E���,Q�DGGLWLRQ�WR�WKHVH�WKUHH�SXEOLF�VHUYLFHV��GRPHVWLF�ILUPV�DOVR�PDGH�D�ODUJH�DPRXQW�RIXQRIILFLDO�SD\PHQWV�WR�VWDQGDUG�DQG�VDIHW\�LQVSHFWLRQ��WD[�DXWKRULWLHV��DQG�WUDIILF�SROLFH���(QWHUSULVHV�SDLGRQO\�D�VPDOO�DPRXQW�RI�EULEHV�WR�FRXUWV��ZKLFK�LV�PDLQO\�GXH�WR�LQIUHTXHQW�XVH�RI�FRXUWV�E\�HQWHUSULVHV�7KLV� VXJJHVWV� WKDW� HQWHUSULVHV� PD\� KDYH� GHFLGHG� WR� VWD\� DZD\� IURP� IRUPDO� FRQWUDFW� HQIRUFHPHQWPHFKDQLVP�GXH� WR� VHULRXV�FRUUXSWLRQ�SUREOHP� LQ� WKH�FRXUWV��7KLV�DUJXPHQW� LV� VXSSRUWHG�E\� WKH� ILQGLQJWKDW�HQWHUSULVH�JDYH�ORZHVW�UDWHV�WR�FRXUWV�LQ�WHUPV�RI�KRQHVW\�DPRQJ����EURDG�FDWHJRULHV�RI�RUJDQL]DWLRQV�VHH�)LJXUH����DQG�WKH�ORZHVW�VFRUH�LQ�WHUPV�RI�TXDOLW\�DPRQJ�VHUYLFHV��VHH�)LJXUH����
7KH�SXEOLF� VHUYLFHV�ZKHUH�HQWHUSULVHV�PXVW�PDNH� SD\PHQWV�PRVW� IUHTXHQWO\� RQFH� WKHUH� LV� FRQWDFW�ZLWKWKHP�DUH�� �3ROLFH��7UDIILF�SROLFH��3ROLWLFLDQV��DQG�&XVWRPV��(QWHUSULVHV�UHSRUWHG� WKDW�HDFK�RI� WKHVH� IRXUVHUYLFHV�UHTXLUHV�LQIRUPDO�SD\PHQWV�LQ�PRUH�WKDQ�����RI�LQVWDQFHV�RI�FRQWDFW�
1RWH� WKDW� WKH�FRVW�RI�D�SD\PHQW�YDULHV�D�JUHDW�GHDO�� LQ�SDUW� LQ� UHODWLRQ� WR� WKH� VL]H�RI� ILUP�� WKH�YDOXH�RIWUDQVDFWLRQ�VXEMHFW�WR�WKH�UHJXODWRU\�RU�VHUYLFH�DXWKRULW\��DQG�WKH�DJHQF\�LQYROYHG���7KH�DYHUDJH�DPRXQWSHU�EULEH�UHSRUWHGO\�SDLG�WR�WKH�WHOHSKRQH�FRPSDQ\��HOHFWULF�SRZHU�FRPSDQ\��DQG� WUDIILF�SROLFH�DUH� OHVVWKDQ����86�GROODUV��IDU�VPDOOHU�WKDQ�WKH�DPRXQW�UHTXLUHG�LQ�GHDOLQJ�ZLWK�FXVWRPV�DQG�EXVLQHVV�OLFHQVHV�ZKHUH� D� IHZ� EXVLQHVVHV� DOOHJH� WKDW� RIILFLDOV� DFFHSWHG� SD\PHQWV� LQ� WKH� WKRXVDQGV� RI� GROODUV�� DQG�PDQ\RWKHUV�VXJJHVW�SD\PHQWV�LQ�WKH�KXQGUHGV�RI�GROODUV���(QWHUSULVHV�UHSRUW�WKDW�GXULQJ�WKH�SDVW�\HDU�WKH\�SDLGRQ DYHUDJH�SHU�ILUP�RYHU�86���������WR�&XVWRPV��QHDUO\�86��������WR�EXVLQHVV�OLFHQVH�DXWKRULWLHV��RYHU86� ������� WR� SROLFH� DQG� WUDIILF� SROLFH�� � DOPRVW� 86� ����� WR� VWDQGDUG� DQG� VDIHW\� LQVSHFWRUV�� DQG� RYHU86�����WR�WD[�DXWKRULWLHV�
7DEOH����3URSRUWLRQ�RI�XQRIILFLDO�SD\PHQWV�HVWLPDWHG�WR�EH�VKDUHG�

��RI�EULEHV�VKDUHG��IRU
WKRVH�ZLWK�SRVLWLYH
HVWLPDWH�

��RI�EULEHV�VKDUHG��IRU
WKRVH�ZLWK�QRQ�PLVVLQJ
HVWLPDWH�

��5HVSRQGHQWV
ZLWK�3RVLWLYH
5HVSRQVH

��QRW
UHVSRQGLQJ

ZLWK�VXSHULRU �� �� �� ��
ZLWK�KLV�FROOHDJXHV �� �� �� ��
ZLWK�SROLWLFLDQ�SROLWLFDO�SDUW\ �� � �� ��
3XEOLF� RIILFLDOV� ZHUH� DOVR� DVNHG� WR� HVWLPDWH� WKH� SURSRUWLRQ� RI� XQRIILFLDO� SD\PHQW� WKDW� LV� VKDUHG� ZLWKVXSHULRUV�� FROOHDJXHV�� DQG� SROLWLFDO� SDUWLHV� ZLWKLQ� WKHLU� RUJDQL]DWLRQ�� � :KHQ� VKDUHG�� SXEOLF� RIILFLDOVLQWHUYLHZHG�HVWLPDWH�WKDW�D�ODUJHU�SURSRUWLRQ�RI�WKH�XQRIILFLDO�SD\PHQWV�DUH�VKDUHG�ZLWK�VXSHULRUV��PRUHWKDQ�RQH�WKLUG��WKDQ�ZLWK�FROOHDJXHV��DERXW�RQH�TXDUWHU�RI�WKH�XQRIILFLDO�SD\PHQWV����7KRVH�SXEOLF�RIILFLDOVWKDW� UHVSRQGHG� WR� WKHVH� TXHVWLRQV� �PRUH� WKDQ� D� TXDUWHU� RI� WKRVH� LQWHUYLHZHG�� HVWLPDWHG� WKDW� XQRIILFLDOSD\PHQWV� DUH� VKDUHG� OHVV� WKDQ� KDOI� RI� WKH� WLPH� �OHVV� WKDQ� ��� SHUFHQW� RI� WKRVH� WKDW� UHVSRQGHG� UHSRUWHGSRVLWLYH� SURSRUWLRQV�� ZLWK� VXSHULRUV� DQG� FROOHDJXHV�7KLV� ILJXUH� LV� VPDOOHU� IRU� SROLWLFDO� SDUWLHV� �RQO\� ��SHUFHQW� RI� WKRVH� LQWHUYLHZHG� WKDW� UHVSRQGHG� WR� WKLVTXHVWLRQ�UHSRUWHG�WKDW�SRVLWLYH�SURSRUWLRQV�DUH�VKDUHG��

$QRWKHU�ZD\� WKDW� LOOLFLW� SD\PHQWV� DUH� VKDUHG� LQ� VRPHFRXQWULHV�LV�WKURXJK�WKH�VDOH�RI�SXEOLF�SRVLWLRQV���&DVHV

$YHUDJH�(VWLPDWH����RI�
-REV�%RXJKW��LQFOXGLQJ�
]HUR�UHVSRQVHV�

3HUFHQWDJH�RI�SXEOLF�
RIILFLDOV�QRW�
UHVSRQGLQJ

��� ����

%X\LQJ�RI�3RVLWLRQV�LQ�3XEOLF�,QVWLWXWLRQV�
7DEOH��
ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH
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KDYH� EHHQ� GRFXPHQWHG� LQWHUQDWLRQDOO\�ZKHUH� WKH� ³SULFH´� RI� D� SXEOLF� VHFWRU� MRE� UHODWHV� WR� WKH� H[SHFWHGLOOLFLW�UHYHQXH�RI�WKH�SRVLWLRQ���,Q�&DPERGLD��SXEOLF�RIILFLDOV�UHSRUW�WKLV�SUDFWLFH�LV�UDUH�EXW�QRW�XQKHDUG�RI�2I� WKH� ��� RI� RIILFLDOV�ZKR�PDGH� HVWLPDWHV�� WKH\� VXJJHVWHG� WKDW� DQ� DYHUDJH� RI� ��� RI� SXEOLF� MREV� DUHERXJKW�
+RZ� SUHYDOHQW� LV� FRUUXSWLRQSHUFHLYHG� WR�EH�E\�HQWHUSULVHV� LQ&DPERGLD� DV� FRPSDUHG� WRHQWHUSULVHV� LQ� RWKHU� FRXQWULHV")LJXUH� ��� FRPSDUHV� WKH&DPERGLDQ� HQWHUSULVH� VXUYH\UHVXOWV�RQ�IUHTXHQF\�RI�SD\PHQWVZLWK� WKH� DYHUDJHV� IURP� WKUHHUHJLRQV� DQG� WZR�$VLDQ� FRXQWULHVZKHUH�SDUDOOHO�HQWHUSULVH� VXUYH\VZHUH� FDUULHG� RXW� DV� SDUW� RI� WKH:RUOG� %XVLQHVV� (QYLURQPHQW6XUYH\�� � 7KH� UHJLRQDO� DYHUDJHVUHSUHVHQW����/DWLQ�$PHULFDQ�DQG&DULEEHDQ� &RXQWULHV�� �� 2(&'FRXQWULHV�RI�:HVWHUQ�(XURSH�DQG1RUWK� $PHULFD�� DQG� ��WUDQVLWLRQDO�HFRQRPLHV�RI�(DVWHUQ�(XURSH�DQG�&HQWUDO�$VLD���,W�FDQ�EH�VHHQ�WKDW�&DPERGLD¶V�IUHTXHQF\�RIEULEH�SD\PHQWV� LV�VXEVWDQWLDOO\�KLJKHU� WKDQ� WKDW�RI� LQGXVWULDOL]HG� FRXQWULHV�� DQG� WKDW�RI�/DWLQ�$PHULFDQFRXQWULHV���,W�LV�DOVR�KLJKHU�WKDQ�WKH�UHSRUWHG�UDWH�IRU�QHLJKERULQJ�7KDLODQG���$W�WKH�VDPH�WLPH��&DPERGLDKDV� D� OHVV� IUHTXHQW� LQFLGHQFH�RI�SD\PHQWV� WKDQ� GR�(DVWHUQ�(XURSHDQ�&HQWUDO�$VLDQ� WUDQVLWLRQ�FRXQWULHVDQG�LV�URXJKO\�FRPSDUDEOH�WR�WKH�UDWH�UHSRUWHG�IRU�,QGLD�

)LJXUH� ��� FRPSDUHV� &DPERGLDQ� GDWD� WR� D� IHZ� FRXQWULHV� ZKHUH� D� VLPLODU� *RYHUQDQFH� DQG� &RUUXSWLRQVXUYH\� SURJUDP� ZDVLPSOHPHQWHG�� 7KLVSUHOLPLQDU\� FRPSDULVRQVXJJHVWV� WKDW� HQWHUSULVHV� LQ&DPERGLD� UHSRUWHGO\� SD\EULEHV� PRUH� IUHTXHQWO\� WKDQHQWHUSULVHV�LQ�/DWYLD��*HRUJLD�DQG�(FXDGRU��7KHLU� IUHTXHQF\RI SD\LQJ�EULEHV�DUH�VLPLODU�WRWKRVH� E\� HQWHUSULVHV� LQ$OEDQLD� ZKLFK� ZDV� UDWHG� WREHORQJ� WR� WKH� ERWWRP� TXLQWLOHE\ 7UDQVSDUHQF\�,QWHUQDWLRQDOLQ� ������ 7KLV� VXJJHVWV� WKHFKDOOHQJH�DKHDG��&DPERGLD� LVWKH�ILUVW�FRXQWU\� LQ� WKH� UHJLRQZLOOLQJ� WR� XQGHUWDNH� WKLVFRPSUHKHQVLYH� *RYHUQDQFHDQG� &RUUXSWLRQ� 6XUYH\�� DQGKDV�WKH�RSSRUWXQLW\�WR�EHFRPH�WKH�UHJLRQDO�LQQRYDWRU�LQ�XVLQJ�WKLV�WRRO�WR�VWUHQJWKHQ�JRYHUQDQFH�

���

���

���

���

���

���

� � � � �

2(&'

/DWLQ�$PHULFD

7KDLODQG

&DPERGLD

,QGLD

7UDQVLWLRQ�(XURSH��
&HQWUDO�$VLD

)UHTXHQF\��� 1HYHU��� 6RPHWLPHV��� $OZD\V�

)LJXUH�����)UHTXHQF\�RI�,QIRUPDO�3D\PHQWV�E\�&RXQWU\�5HJLRQ

7UD
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3ROL
FH

&XV
WRP
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RVV

LQJ

&RQ
VWUX

FWLR
Q�3

HUP
LWV

7D[
�,QV

SHF
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)LJXUH�����)UHTXHQF\�RI�3D\LQJ�%ULEHV�E\�(QWHUSULVHV
&RPSDULVRQ�DPRQJ�&DPERGLD��(FXDGRU��$OEDQLD��*HRUJLD��DQG�/DWYLD
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G���7UHQGV���,V�FRUUXSWLRQ�SHUFHLYHG�WR�JHW�EHWWHU�RU�ZRUVH"
(DFK�VXUYH\�DVNHG�UHVSRQGHQWV�WR�HVWLPDWH�KRZ�DVSHFWV�RI�FRUUXSWLRQ�KDG�FKDQJHG�RYHU�WLPH���+RXVHKROGVZHUH�DVNHG�KRZ�WKH\�SHUFHLYHG�WKDW�FRUUXSWLRQ�KDG�FKDQJHG�RYHU�WKH�SDVW�WKUHH�\HDUV��RQ�D�VFDOH�ZKHUHRQH PHDQW� PXFK� ZRUVH�� WKUHH� PHDQW� QR� FKDQJH� DQG� ILYH� PHDQW� PXFK� EHWWHU�� � :LWK� ��� SHUFHQW� RIKRXVHKROGV�UHVSRQGLQJ�����SHUFHQW�RI�KRXVHKROGV�LQWHUYLHZHG�FKRVH�PXFK�ZRUVH��7DEOH����DQG����SHUFHQWVDLG�ZRUVH���1R�RQH�SHUFHLYHG�WKH�SUREOHP�WR�EH�PXFK�EHWWHU���

7DEOH����&RPSDUHG�ZLWK���\HDUV�DJR��FRUUXSWLRQ�SUREOHP�LQ�&DPERGLDWRGD\�LV�
PXFK�ZRUVH � � � PXFK�EHWWHU 1R�UHVSRQVH

��� ��� ��� �� �� ����
(QWHUSULVHV�ZHUH�DVNHG�WR�H[SUHVV�WKHLU�RSLQLRQ�DERXW�WKH�FKDQJH�LQ�WKH�QHHG�IRU�XQRIILFLDO�SD\PHQWV�ZLWKUHJDUG� WR� D� QXPEHU� RI� SXEOLF� VHUYLFHV� DQG� LQWHUDFWLRQV� UDQJLQJ� IURP�GHDOLQJ�ZLWK� WKH� SROLFH� WR� JHWWLQJFRQQHFWHG�WR�SXEOLF�VHUYLFHV�VXFK�DV�HOHFWULFLW\�DQG�SKRQH���7KH\�ZHUH�DVNHG�WR�FKRRVH�EHWZHHQ�µOHVV¶�
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7R�JDLQ�JRYHUQPHQW�FRQWUDFWV

7R�GHDO�ZLWK�VWDQGDUGV�DQG�VDIHW\�LQVSHFWRUV

7R�GHDO�ZLWK�SROLFH

7R�JHW�OLFHQVHV�DQG�SHUPLWV

7R�GHDO�ZLWK�WD[HV�DQG�WD[�FROOHFWLRQ

7R�GHDO�ZLWK�FXVWRPV�LPSRUWV

7R�JHW�FRQQHFWHG�WR�SXEOLF�VHUYLFHV��HOHFWULFLW\�DQG�WHOHSKRQH�

7R�GHDO�ZLWK�FRXUWV

7R�GHDO�ZLWK�VWDQGDUGV�DQG�VDIHW\�LQVSHFWRUV

7R�JDLQ�JRYHUQPHQW�FRQWUDFWV

7R�JHW�FRQQHFWHG�WR�SXEOLF�VHUYLFHV��HOHFWULFLW\�DQG�WHOHSKRQH�

7R�GHDO�ZLWK�SROLFH

7R�GHDO�ZLWK�WD[HV�DQG�WD[�FROOHFWLRQ

7R�GHDO�ZLWK�FRXUWV

7R�JHW�OLFHQVHV�DQG�SHUPLWV

7R�GHDO�ZLWK�FXVWRPV�LPSRUWV

�/HVV

�6DPH

�*UHDWHU

3HUFHQWDJH�RI�UHVSRQGHQWV

)RUHLJQ�ILUPV

'RPHVWLF�
ILUPV

)LJXUH�����(QWHUSULVHV
�9LHZ�RQ�&KDQJH�LQ�1HHG�IRU�%ULEHV

µVDPH¶��RU�µJUHDWHU¶�QHHG�DQG�WKH\�ZHUH�JLYHQ�WKH�RSWLRQ�RI�QRW�UHVSRQGLQJ�RU�UHVSRQGLQJ�µGRQ¶W�NQRZ¶�7KHUH�LV�D�VLJQLILFDQW�GLIIHUHQFH�LQ�WKH�RSLQLRQ�RI�IRUHLJQ�DQG�GRPHVWLF�HQWHUSULVHV���6RPH����SHUFHQW�RIIRUHLJQ� HQWHUSULVHV� UHVSRQGLQJ� FKRVH� µOHVV¶� IRU� ³JHWWLQJ� FRQQHFWHG� WR� SXEOLF� VHUYLFHV� �HOHFWULFLW\� DQGSKRQH�´�� �7KLV�ZDV� WKH� ODUJHVW� SHUFHQWDJH� RI� ILUPV� FKRRVLQJ� µOHVV¶� IRU� DQ\� RI� WKH� IXQFWLRQV�PHQWLRQHGILJXUH�������7KH�IXQFWLRQV�IRU�ZKLFK�D�ODUJHU�QXPEHU�RI�GRPHVWLF�HQWHUSULVHV�FKRVH�µJUHDWHU¶�ZHUH�µGHDOLQJZLWK�FXVWRPV¶�DQG�µJHWWLQJ�OLFHQVHV�DQG�SHUPLWV¶���)RU�ERWK�RI�WKHVH�����SHUFHQW�RU�PRUH�RI�WKRVH�IRUHLJQ
��� ,Q� WKLV� FDVH�� WKHUH� LV� SUDFWLFDOO\� QR� GLIIHUHQFH� EHWZHHQ� WKH� YLHZV� RI� UXUDO� DQG� XUEDQ� KRXVHKROGVLQWHUYLHZHG��WKHUHIRUH�WKH�JOREDO�DYHUDJH�LV�SUHVHQWHG�
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HQWHUSULVHV� LQWHUYLHZHG� ZKR� GHFLGHG� WR� UHVSRQG� WR� WKLV� TXHVWLRQ� FKRVH� WKDW� WKH� QHHG� IRU� XQRIILFLDOSD\PHQWV�ZDV�µJUHDWHU¶�QRZ�WKDQ�WKUHH�\HDUV�DJR���7KH�LWHPV�IRU�ZKLFK�D�ODUJHU�SHUFHQWDJH�RI�GRPHVWLFILUPV�LQWHUYLHZHG�FKRVH�WR�UHVSRQG�WKH�TXHVWLRQ�ZLWK�µJUHDWHU¶�ZHUH�µGHDOLQJ�ZLWK�WKH�FRXUWV¶�DQG�µJHWWLQJFRQQHFWHG�WR�SXEOLF�VHUYLFHV¶�
3XEOLF� RIILFLDOV� ZHUHDVNHG� WR� UDWH� FRUUXSWLRQWRGD\�DQG�WKUHH�\HDUV�DJRIRU�&DPERGLD�DQG�IRU�WKHRUJDQL]DWLRQ� LQ� ZKLFKWKH\� ZRUN� RQ� D� VFDOHIURP� RQH� WR� ILYH�� ZKHUHRQH LV� µQRQ�H[LVWHQW¶� DQGILYH� LV� µH[WUHPHO\SUHYDOHQW¶�� � )LJXUH� ��VKRZV� WKDW� SXEOLFRIILFLDOV� SHUFHLYH� OLWWOHFKDQJH� LQ� WKH� RYHUDOOOHYHO� RI� FRUUXSWLRQ� HLWKHULQ� JRYHUQPHQW� JHQHUDOO\RU LQ� WKHLU� RZQRUJDQL]DWLRQ���2Q�DYHUDJHWKH\� UDWH� FRUUXSWLRQ� LQ&DPERGLDQ� JRYHUQPHQWIURP�PRGHVW� WR�SUHYDOHQW�UDWHG�DURXQG�����RXW�RI����ZKHUH���VWDQGV�IRU�H[WUHPHO\�SUHYDOHQW��IRU�&DPERGLD�WRGD\�DQG�WKUHH�\HDUVDJR�� � 7KH\� UDWH� FRUUXSWLRQ�ZLWKLQ� WKH� RUJDQL]DWLRQ� IRU�ZKLFK� WKH\�ZRUN� WRGD\� DQG� WKUHH� \HDUV� DJR� DVVLJQLILFDQWO\�PRUH�PRGHUDWH�±�UDWHG�MXVW�RYHU���RQ�D�VFDOH�RI���WR���

)RU�&DPERGLD�DV�D�ZKROH�����SHUFHQW�RI�SXEOLF�RIILFLDOV�LQWHUYLHZHG�JDYH�WKH�VDPH�VFRUH�IRU�FRUUXSWLRQWRGD\�DQG�WKUHH�\HDUV�DJR��7KH\��SHUFHLYH�WKDW�FRUUXSWLRQ�LV�WKH�VDPH�QRZ�WKDQ�WKUHH�\HDUV�DJR�����SHUFHQWSHUFHLYH�DQ�LPSURYHPHQW�DQG����SHUFHQW�SHUFHLYH�DQ�LQFUHDVH�LQ�WKH�OHYHO�RI�FRUUXSWLRQ�IURP�WKUHH�\HDUVDJR�WR�WRGD\�� �2QO\�RQH�SHUFHQW�RI�SXEOLF�RIILFLDOV�LQWHUYLHZHG�GLG�QRW�UHVSRQG�WR�WKHVH�TXHVWLRQV�� �)RUWKHLU� RZQ� RUJDQL]DWLRQ�� ��� SHUFHQW� RI� SXEOLF� RIILFLDOV� LQWHUYLHZHG� JDYH� WKH� VDPH� VFRUH� IRU� FRUUXSWLRQWRGD\�DQG� WKUHH�\HDUV� DJR�� �7KH�PDMRULW\�RI�SXEOLF�RIILFLDOV� LQWHUYLHZHG� WKLQN� WKDW� WKH� FRUUXSWLRQ� OHYHOZLWKLQ�WKHLU�RUJDQL]DWLRQ�UHPDLQV�WKH�VDPH������SHUFHQW�RI�SXEOLF�RIILFLDOV�LQWHUYLHZHG�JDYH�D�ORZHU�VFRUHWR� FRUUXSWLRQ� WRGD\� WKDQ� WR� FRUUXSWLRQ� WKUHH� \HDUV� DJR�� LQGLFDWLQJ� WKDW� WKH� VLWXDWLRQ� KDV� LPSURYHG�� � ��SHUFHQW�RI�SXEOLF�RIILFLDOV�LQWHUYLHZHG�UHSRUW�D�KLJKHU�OHYHO�RI�FRUUXSWLRQ�WRGD\�FRPSDUHG�WR�WKUHH�\HDUVDJR�

&���%HQHILWV�RI�*RRG�*RYHUQDQFH��&RVWV�RI�:HDN�*RYHUQDQFH
7KLV�VXEVHFWLRQ�FRQVLVWV�RI�WZR�SDUWV�����DQ�DQDO\VLV�RI�WKH�EHQHILWV�RI�JRRG�JRYHUQDQFH�DQG�WKH�FRVWV�RIZHDN�JRYHUQDQFH�DQG�����VHFWRUDO�LVVXHV�LQFOXGLQJ�WKH�OHJDO�DQG�UHJXODWRU\�IUDPHZRUN��WKH�MXGLFLDU\��DQGFXVWRPV�� � ,W� VKRZV� WKDW� SHUFHSWLRQV� DERXW� KRQHVW\� LQ� JRYHUQPHQW� DQG� KLJK�TXDOLW\� UDWLQJV� RI� SXEOLFVHUYLFHV�DUH�LQH[WULFDEO\�WLHG�
&�����%HQHILWV�RI�JRRG�JRYHUQDQFH��FRVWV�RI�ZHDN�JRYHUQDQFH� 7KLV�VHFWLRQ�TXDQWLILHV�YDULRXV�W\SHV�RISD\RIIV�WR�JRRG�JRYHUQDQFH�LQFOXGLQJ�EHWWHU�SHUIRUPDQFH��H[WUD�UHYHQXH�PRELOL]DWLRQ��SRYHUW\�DOOHYLDWLRQ�DQG�HQFRXUDJHPHQW�RI�LQYHVWPHQW�
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<RXU�RUJDQL]DWLRQ����\HDUV
DJR

<RXU�RUJDQL]DWLRQ��WRGD\

&DPERGLD�JRYHUQPHQW���
\HDUV�DJR

&DPERGLD�JRYHUQPHQW�
WRGD\

� QRQH[LVWHQW��� PHGLRFUH��� PRGHVW��� SUHYDOHQW��� H[WUHPHO\�SUHYDOHQW

)LJXUH�����3XEOLF�2IILFLDOV
�9LHZ�RQ�3UHYDOHQFH�RI�&RUUXSWLRQ
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D���3HUIRUPDQFH�DQG�LQWHJULW\
5HVXOWV� IURP� WKHSXEOLF� RIILFLDOVVXUYH\� VKRZ� WKDWLQVWLWXWLRQV� IRUZKLFK� SHUIRUPDQFHLV� UDWHG� KLJKHU� DUHDOVR� WKH� RQHVSHUFHLYHG� DV� PRUHKRQHVW� �ILJXUH� ����7KLV� FRUUHODWLRQUHIOHFWV� WKH� QRWLRQWKDW� LQWHJULW\� DQGSHUIRUPDQFH� JRKDQG�LQ�KDQG�

E���4XDOLW\�RI�VHUYLFH�GHOLYHU\
3RRU�SXEOLF�VHUYLFH�TXDOLW\�UDWLQJV�DUH�DVVRFLDWHG�ZLWK�FRUUXSWLRQ�UHSUHVHQWHG�E\�WKH�DPRXQW�RI�EULEHV��,WLV� RIWHQ� DUJXHG� WKDWEULEHV� VSHHG� XS� WKHSURFHVV� UHVXOWLQJ� LQLPSURYHPHQW� RISHUFHLYHG� TXDOLW\�7KLV� HYLGHQFH� GRHVQRW VXSSRUW� WKLVQRWLRQ�� � ,QGHHG�� LWSRLQWV�WR�WKH�IDFW�WKDWWKH�UHODWLRQ�VKLS�UXQVRQ WKH� RSSRVLWHGLUHFWLRQ�� � )LJXUH� ��VKRZV� WKDWKRXVHKROGV� SDLG� DODUJHU� DPRXQW� LQEULEHV� WR� &RXUWV�&XVWRP� DQG� 7D[$XWKRULWLHV�� DQG3ROLFH� ±WKH� YHU\RUJDQL]DWLRQV� WKH\UDWHG�ORZ�LQ�WHUPV�RITXDOLW\�RI�VHUYLFH���$�VLPLODU�FRUUHODWLRQ�LV�IRXQG�EHWZHHQ�EULEH�IUHTXHQF\�DQG�TXDOLW\�HYDOXDWLRQ�

-XGLFLDU\
/DZ�HQIRUFHPHQW�DQG�

VHFXULWLHV

5HYHQXH�JHQHUDWLRQ

3XEOLF�UHVRXUFH�
PDQDJHPHQW &HQWUDO�JRYHUQPHQW�

DGPLQLVWUDWLRQ

/RFDO�JRYHUQPHQW

/LFHQFLQJ�DQG�UHJLVWUDWLRQ

3XEOLF�XWLOLWLHV���
LQIUDVWUXFWXUH

3DUOLDPHQW
6RFLDO�VHUYLFH
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7HOHSKRQH

7UDIILF�SROLFH

&RQVWUXFWLRQ�SHUPLW

7D[

3XEOLF�UHJLVWU\

&XVWRPV

*HQHUDO�SROLFH

&RXUWV

3RVW�RIILFH2IILFH�RI�VRFLDO�EHQHILWV

:DWHU�VHUYLFH

3XEOLF�KHDOWK�VHUYLFH

(OHFWULFLW\

3XEOLF�HGXFDWLRQ
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)LJXUH�����3RRU�3XEOLF�6HUYLFH�4XDOLW\�,V�$VVRFLDWHG�ZLWK�
� /DUJHU�%ULEHV



1HZ�(PSLULFDO�7RROV�IRU�$QWL�&RUUXSWLRQ�DQG�,QVWLWXWLRQDO�5HIRUP

ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH

F���5HYHQXH�PRELOL]DWLRQ
+RXVHKROGV� HVWLPDWH� WKDW�RQ� DYHUDJH� XQRIILFLDO� SD\PHQWV� WR� SXEOLF� RIILFLDOV� DUH� ����� RI� WKHLU� LQFRPH�+RZHYHU��ZKHQ�DVNHG�KRZ�PXFK�WKH\�DUH�ZLOOLQJ�WR�SD\�WR�HOLPLQDWH�FRUUXSWLRQ�WKH\�UHSRUW�DQ�DYHUDJH�RI������RI�WKHLU�LQFRPH��� (QWHUSULVHV�HVWLPDWH�WKDW�RQ�DYHUDJH�XQRIILFLDO�SD\PHQWV�WR�SXEOLF�RIILFLDOV�DUH���� RI�WKHLU�JURVV�UHYHQXHV��$V�ZLWK�KRXVHKROGV��WKH�RYHUDOO�FRVWV�RI�FRUUXSWLRQ�DSSHDU�WR�EH�HYHQ�KLJKHUIRU�EXVLQHVV�GHYHORSPHQW�LQ�WKDW�ILUPV�UHSRUW�WR�EH�ZLOOLQJ�WR�SD\������RI�WKHLU�LQFRPH�LI�FRUUXSWLRQ�ZHUHWR�EH�HOLPLQDWHG��7KLV�HPSLULFDO�HVWLPDWH�QRW�RQO\�VXJJHVWV�WKH�KLJK�GLUHFW�FRVW�RI�FRUUXSWLRQ�IRU�EXVLQHVVEXW DOVR�VLJQDOV�WR�WKH�7UHDVXU\�WKH�SRWHQWLDO�SXEOLF�UHYHQXH�IRUHJRQH�GXH�WR�FRUUXSWLRQ���(QWHUSULVHV�LQ�WKHVDPSOH� HVWLPDWHG� WKDW� D� W\SLFDO� ILUP� RSHUDWLQJ� LQ� &DPERGLD� UHSRUWV� RQO\� ���� RI� LWV� UHYHQXH� WR� WKHJRYHUQPHQW�IRU�WD[�SXUSRVHV��VXJJHVWLQJ�DJDLQ�WKDW�HQKDQFLQJ�JRYHUQDQFH�ZRXOG�KHOS�PRELOL]H�UHYHQXH�
/DUJHU�EULEHV�DUH�UHSRUWHGO\�UHTXLUHG�WR�REWDLQ�JRYHUQPHQW�FRQWUDFWV�WKDQ�LQ�RWKHU�DUHDV���7KH�IXOO�VDPSOHRI VXUYH\HG� ILUPV� UHSRUWHG� WKDW� DSSUR[LPDWHO\� ��� RI� JRYHUQPHQW� SURFXUHPHQW� FRQWUDFWV� LQYROYH� DQ\XQRIILFLDO�SD\PHQWV�DQG�RQ�DYHUDJH�WKH\�QHHG�WR�SD\������RI�WKH�RYHUDOO�YDOXH�RI�WKH�FRQWUDFW�DV�EULEHV�WREH DZDUGHG�VXFK�D�ELG���+RZHYHU��ILUPV�ZLWK�DFWXDO�FRQWDFW�ZLWK�JRYHUQPHQW�SURFXUHPHQW�DJHQWV�UHSRUWHGD FRQVLGHUDEO\� KLJKHU� EULEHU\� UDWH� UHODWHG� WR� SURFXUHPHQW�� � 2I� ���� FRQWDFWV� WKH� ��� ILUPV� KDG� ZLWKJRYHUQPHQW� SURFXUHPHQW� DJHQWV�� ���� UHTXLUHG� XQRIILFLDO� SD\PHQWV�� VXJJHVWLQJ� WKDW� ���� RI� FRQWDFWVUHODWLQJ� WR� SURFXUHPHQW� UHTXLUH� EULEHV��7KHVH� XQRIILFLDO� SD\PHQWV� LQ� SURFXUHPHQW� DOVR� LQGLFDWH� ORVV� RIH[SHQGLWXUHV��HLWKHU�LQ�WKH�IRUP�RI�PLVDOORFDWLRQ�RU�HPEH]]OHPHQW�
7DEOH���LQGLFDWHV�WKDW�HQWHUSULVHV�SDLG��IRU�H[DPSOH��PRUH�WKDQ��������86��WR�FXVWRPV�DQG�������86��WREXVLQHVV�OLFHQVHV��ZKLFK�LV�DQRWKHU�LQGLFDWLRQ�RI�ODUJH�IRUJRQH�WD[�UHYHQXHV��6LPLODUO\��SDUW�RI�EULEHV�SDLGE\ KRXVHKROGV�WR�YDULRXV�SXEOLF�VHUYLFHV�FDQ�EH�FKDQJHG�WR�WD[�UHYHQXHV�WKURXJK�XVHU�IHHV�
G���3RYHUW\�DOOHYLDWLRQ

/RZ�LQFRPHKRXVHKROGV�EHDU�D�ODUJHUEXUGHQ� RI� FRUUXSWLRQ� DVPHDVXUHG� E\� WKHEULEH�LQFRPH� UDWLR�DOWKRXJK� WKH� DEVROXWHDPRXQWV� SDLG� DUHREYLRXVO\� VPDOOHU�)LJXUH� ��� FOHDUO\LOOXVWUDWHV�WKH�UHJUHVVLYHQDWXUH� RI� FRUUXSWLRQ�VXJJHVWLQJ� DQWL�FRUUXSWLRQ� PHDVXUHVZRXOG� KHOS� WKH� SRRU�)XUWKHU� DQDO\VLV� RIFRPSRVLWLRQ� RI� EULEHVLQGLFDWHV� WKDW� D� ODUJHSDUW� RI� WKH� EXUGHQ� RIFRUUXSWLRQ� RQ� ORZ�
���,Q�ILJXUH�����WKH�ERXQGHG�OLQHV�LQ�HDFK�EDU�UHSUHVHQW�WKH�����FRQILGHQFH�LQWHUYDO��)RU�H[DPSOH��LQ�FRUUXSWLRQ�LQWKH�SXEOLF�VHFWRU�� WKH�ERXQGHG�OLQH�LQGLFDWHV�WKDW�WKH�PHDQ�FDQ�EH�FRQILGHQWO\��ZLWK�����FKDQFH�RI�EHLQJ�FRUUHFW�VDLG�WR�EH�EHWZHHQ������DQG�������:KHQ�WKH�ERXQGHG�OLQHV�IURP�WZR�GLIIHUHQW�EDUV�GR�QRW�RYHUODS��LW�FDQ�EH�VDLG�WKDWWKHVH�WZR�PHDQV�DUH�VWDWLVWLFDOO\�GLIIHUHQW�
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LQFRPH� KRXVHKROGV� LV� GXH� WR� EULEHV� IRU� EDVLF� SXEOLF� JRRGV�� QDPHO\� KHDOWK� DQG� HGXFDWLRQ��8QOLNH� ORZ�LQFRPH�KRXVHKROGV��KLJK�LQFRPH�KRXVHKROGV�SD\�D� ODUJH�QXPEHU�RI� WKHLU�EULEHV� WR� WKH�FRXUWV��FXVWRPV�DQG�WD[�DXWKRULWLHV�
H���%ULEHU\�GHWHUV�,QYHVWPHQW��(VSHFLDOO\�)RUHLJQ�,QYHVWPHQW

0DQ\� VWXGLHV� KDYH� IRXQGFURVV�FRXQWU\� HYLGHQFH� WKDWFRUUXSWLRQ� GLVFRXUDJHVLQYHVWPHQW�� ZKLFK� LQ� WXUQVOHDGV� WR� ORZHU� HFRQRPLFJURZWK� �0DXUR� ������:RUOG'HYHORSPHQW� 5HSRUW� ������VXJJHVWLQJ�WKDW�WKH�HFRQRPLFFRVWV� RI� FRUUXSWLRQ� DUH� QRWMXVW�LQ�WHUPV�RI�WKH�SD\PHQWVPDGH� DQG� EHQHILWVPLVGLUHFWHG��EXW�DOVR�LQ�WHUPVRI WKH� GLVWRUWHG� LQFHQWLYHVFUHDWHG�E\�ZHDN�JRYHUQDQFH�)LJXUH� ��� VKRZV� WKDW� WKRVHIRUHLJQ�ILUPV�KDYLQJ�GHFLGHGQRW WR� PDNH� D� SODQQHGLQYHVWPHQW� DUH� WKRVH� WKDWSDLG�PXFK�PRUH�LQ�EULEHV���� 7KLV�SDWWHUQ�LV�QRW�IRXQG�ZLWK�GRPHVWLF�ILUPV�LQ�WKH�VDPSOH�
&���6HFWRUDO�LVVXHV
D���7KH�-XGLFLDU\

7KH�FRXUWV�DUH�UDWHG�YHU\�SRRUO\�LQWHUPV� RI� WKHLU� TXDOLW\� DQGHIILFLHQF\� RI� VHUYLFH� GHOLYHU\�)LJXUHV� �� DQG� ���� DQG� WKHLULQWHJULW\� �)LJXUH� ���� )XUWKHUPRUH�WKH� GDWD� VXJJHVW� WKH\� DUH� WKHGHVWLQDWLRQ� RI� ODUJH� EULEHV�,QIUHTXHQW� XVH� RI� FRXUWV� E\HQWHUSULVHV�VXJJHVWV�WKH\�PD\�KDYHDYRLGHG� XVLQJ� WKH� IRUPDO� FRXUWV\VWHP�
)LJXUH� ��� VKRZV� KRZ� FLWL]HQVSHUFHLYH� WKH� MXGLFLDO� V\VWHP�$URXQG� ��� SHUFHQW� RI� KRXVHKROGVFRPSOHWHO\� DJUHH� ZLWK� HDFK� RIWKUHH� VWDWHPHQWV�� � WKDW� WKH� MXGLFLDO

���0DQ\� VWXGLHV�XQGHUVFRUH� WKH� LPSRUWDQFH�RI� IRUHLJQ�GLUHFW� LQYHVWPHQW�� QRW� RQO\� DV� D� VRXUFH�RI� FDSLWDO�� EXW� DOVRNQRZOHGJH� DQG� QHZ� WHFKQRORJ\� �H�J�� (GXDUGR� %RUHQV]WHLQ�� -RVH� GH� *UHJRULR�� DQG� -RQJ�:KD� /HH�� 0DUFK� �����³+RZ�GRHV�IRUHLJQ�GLUHFW�LQYHVWPHQW�DIIHFW�HFRQRPLF�JURZWK"´�1%(5�:RUNLQJ�3DSHU�1R���������

:LWKRXW�IRUJRQH
LQYHVWPHQW :LWK�IRUJRQH

LQYHVWPHQW
'RPHVWLF�ILUPV
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7KH�MXGLFLDO�V\VWHP�GRHV
QRW�GHVHUYH�DQ\�WUXVW

7KH�MXGLFLDO�V\VWHP�LV
RQO\�IRU�WKH�ULFK�DQG

SRZHUIXO

7KH�MXGLFLDO�V\VWHP�LV
YHU\�FRUUXSW

SHUFHQW�RI�+RXVHKROGV��FRPSOHWHO\�DJUHH��ZLWK�HDFK�VWDWHPHQW

)LJXUH�����&LWL]HQV�2SLQLRQ�$ERXW�WKH�-XGLFLDO�6\VWHP
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V\VWHP�L��LV�YHU\�FRUUXSW��LL��VHUYHV�RQO\�WKH�ULFK�DQG�SRZHUIXO��DQG�LLL��GRHV�QRW�GHVHUYH�DQ\�WUXVW�
5HVSRQVHV� LQGLFDWH� WKDW� DURXQG��� RI� KRXVHKROGV�ZKR�ZHQW� WRFRXUW�UHFHLYHG�DQ�LQGLFDWLRQ�IURPFRXUW�RIILFLDOV�RU�MXGJHV�WKDW�WKH\VKRXOG� PDNH� H[WUD� SD\PHQWV� WRFRXUW�RIILFLDOV�LQ�RUGHU�WR�REWDLQ�DIDYRUDEOH� GHFLVLRQ�� 2WKHUSD\PHQWV� PD\� KDYH� EHHQUHQGHUHG� ZLWKRXW� VXFKLQGLFDWLRQV�� � ���� RI� KRXVHKROGFRQWDFWV� ZLWK� WKH� FRXUWVUHSRUWHGO\� LQYROYHG� XQRIILFLDOSD\PHQWV�� � )XUWKHUPRUH�� KLJKXQRIILFLDO� FRVW� LV� UHSRUWHG� WKHPRVW�VLJQLILFDQW�REVWDFOH�WR�XVLQJFRXUW�� UDWHG� ���� RQ� D� ���� VFDOH�DERYH� DQ\� RWKHU� SRWHQWLDOREVWDFOHV� �RWKHU� SRVVLEOH� REVWDFOHV� LQFOXGHG� XQIDLU� GHFLVLRQV�� ODFN� RI� HQIRUFHPHQW�� DQG� WRR� OHQJWK\� DSURFHVV��

(QWHUSULVHV�DOVR�UHSRUW�XQIDYRUDEOH�SHUFHSWLRQV�DERXW�DQG�H[SHULHQFHV�ZLWK�WKH�FRXUWV�������RI�HQWHUSULVHFRQWDFWV� ZLWK� FRXUWV� UHSRUWHGO\LQYROYHG� XQRIILFLDO� SD\PHQWV�)XUWKHUPRUH��HQWHUSULVHV�ILQG�WKHFRXUWV� WHQG� WR� EH� XQDIIRUGDEOH�GLVKRQHVW�� VORZ�� XQIDLU� DQGXQUHOLDEOH�� DV� RSSRVHG� WRDIIRUGDEOH�� KRQHVW�� TXLFN�� DQGIDLU��ILJXUH�����
2QO\� ��� RI� WKH� VXUYH\HG� ILUPVDQG����RI�WKH�VXUYH\�KRXVHKROGVHYHU� FRQWDFWHG� WKH� FRXUWV� GXULQJWKH� ODVW� ��� PRQWKV�� LQGLFDWLQJWKDW� ODFN� RI� FUHGLELOLW\� DERXW� WKHHIIHFWLYHQHVV� DQG� IDLUQHVV� RI� WKHMXGLFLDO� V\VWHP� DSSDUHQWO\� PD\KDYH�GLVFRXUDJHG�KRXVHKROGV�DQGHQWHUSULVHV�IURP�XVLQJ�WKH�IRUPDOMXGLFLDU\�V\VWHP��$OPRVW�KDOI�RI� WKH�VXUYH\HG�KRXVHKROGV� UHSRUWHG� WKDW�GXULQJ� WKH�SDVW� WZR�\HDUV�� WKH\KDYH�IHOW�WKH�QHHG�WR�XVH�WKH�FRXUW�V\VWHP��EXW�GHFLGHG�QRW�WR�
$V�DQ�DOWHUQDWLYH�WR�WKH�XVH�RI�WKH�FRXUWV��IRUPDO�DQG�LQIRUPDO�DOWHUQDWLYH�GLVSXWH�UHVROXWLRQ�PHFKDQLVPV�$'5��DUH�UHSRUWHG�WR�EH�XVHG�IUHTXHQWO\�E\�HQWHUSULVHV��2YHU�WKH�ODVW�WKUHH�\HDUV��$'5V�KDYH�UHSRUWHGO\EHHQ�XVHG�E\�����RI�HQWHUSULVHV��D�KLJKHU�UDWH�WKDQ�WKH�SURSRUWLRQ�RI�ILUPV�WKDW�ZHQW�WR�FRXUWV�DV�SODLQWLII������$PRQJ�YDULRXV�$'5V�OLVWHG�LQ�WKH�VXUYH\��WKH�XVH�RI�IDPLO\�IULHQGV�DQG�IRUPDO�PHGLDWRU�DUELWUDWRUVDUH�PRVW�IUHTXHQWO\�XVHG�
E���&XVWRPV�DQG�7UDGH
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7RR�KLJK�RIILFLDO�FRVW

,QFRPSHWHQW�MXGJHV

7RR�ORQJ�SURFHVV

/DFN�RI�HIIHFWLYH�HQIRUFHPHQW�RI�FRXUW
GHFLVLRQ

8QIDLU�GHFLVLRQV�E\�MXGJHV�

7RR�KLJK�XQRIILFLDO�FRVW��

� YHU\�LQVLJQLILFDQW�REVWDFOH��� YHU\�VLJQLILFDQW�REVWDFOH

)LJXUH�����&LWL]HQV�2SLQLRQ�DERXW�2EWDFOHV�WR�8VLQJ�&RXUWV

���

���

���

���

���
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'HFLVLRQV�HQIRUFHG

)DLU�DQG�LPSDUWLDO

4XLFN

+RQHVW

$IIRUGDEOH

� QHYHU��� VHOGRP��� VRPHWLPHV��� IUHTXHQWO\��� XVXDOO\��� DOZD\V

)LJXUH�����(QWHUSULVHV
�9LHZ�RQ�4XDOLW\�RI�WKH�-XGLFLDU\�6\VWHP



1HZ�(PSLULFDO�7RROV�IRU�$QWL�&RUUXSWLRQ�DQG�,QVWLWXWLRQDO�5HIRUP

ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH

&XVWRPV�DXWKRULWLHV�DOVR�UHFHLYHG�D�ORZ�UDWLQJ�LQ�WHUPV�RI�ERWK�TXDOLW\�DQG�LQWHJULW\��VHH�)LJXUHV������DQG����,Q�JHQHUDO��WKH�SURFHVVLQJ�RI�WUDGHG�JRRGV�WDNHV�D�ORQJ�WLPH���)LUVW��HQWHUSULVHV�UHSRUW�WKDW�RQ�DYHUDJH�SUH�VKLSPHQW� LQVSHFWLRQ�SURFHVV� WDNHV�PRUH� WKDQ���GD\V�� UDQJLQJ� IURP��� WR� ��� GD\V�� 6HFRQG�� IURP� WKHWLPH�JRRGV�DUULYH�DW�WKHLU�SRLQW�RI�HQWU\�XQWLO�WKH�WLPH�WKH�HQWHUSULVH�FDQ�FODLP�WKHP�IURP�FXVWRPV�LW�WDNHVRQ DYHUDJH����GD\V��ZLWK�D�UDQJH�IURP���WR����GD\V����7KHVH�GHOD\V�DGG�WR�WKH�FRVWV�RI�WUDGH��DQG�WKH�ODUJHYDULDWLRQV�LQ�ZDLWLQJ�WLPHV�FUHDWH�RSSRUWXQLWLHV�IRU�RIILFLDOV�WR�FROOHFW�³H[SHGLWLQJ´�SD\PHQWV�

)RUHLJQ�)LUPV

� �� ��

$YDLODELOLW\�RI�VNLOOHG�ODERU��WHFKQLFLDQV

$YDLODELOLW\�RI�PDQDJHUV

$WWLWXGH��PRWLYDWLRQ�RI�ODERU

&RVW�RI�ODERU

$YDLODELOLW\�RI�,QSXWV��LQFOXGLQJ�UDZ
PDWHULDOV�DQG�HTXLSPHQW�

/DFN�RI�VKRUW�WHUP�ILQDQFH

3ULFHV�RI�LQSXWV

8QRIILFLDO�FKHFNSRLQWV�GHOD\�REVWUXFW
VKLSPHQWV

6PXJJOLQJ�E\�FRPSHWLWRUV

'RPHVWLF�)LUPV

� �� ��

$WWLWXGH��PRWLYDWLRQ�RI�ODERU

$YDLODELOLW\�RI�PDQDJHUV

$YDLODELOLW\�RI�VNLOOHG�ODERU�
WHFKQLFLDQV

&RVW�RI�ODERU

$YDLODELOLW\�RI�,QSXWV��LQFOXGLQJ�UDZ
PDWHULDOV�DQG�HTXLSPHQW�

8QRIILFLDO�FKHFNSRLQWV
GHOD\�REVWUXFW�VKLSPHQWV

6PXJJOLQJ�E\�FRPSHWLWRUV

3ULFHV�RI�LQSXWV

/DFN�RI�VKRUW�WHUP�ILQDQFH

SHUFHQW�RI�ILUPV�FKRRVLQJ�HDFK�DV�WKH�PDMRU�REVWDFOH

)LJXUH�����(QWHUSULVHV
�2SLQLRQ�$ERXW�,QSXW�3URFXUHPHQW�5HODWHG�3UREOHPV

3UREOHPV�UHODWHG�WR�LPSRUW�H[SRUW�DUH�SHUFHLYHG�PRUH�VHULRXV�E\�IRUHLJQ�ILUPV�WKDQ�GRPHVWLF�ILUPV�VLQFHIRUHLJQ�RZQHG� ILUPV�DUH�PRUH� LQYROYHG� LQ� LQWHUQDWLRQDO� WUDGH�� )XUWKHUPRUH�� IRUHLJQ� ILUPV� LGHQWLI\� WKHLUWZR� OHDGLQJ� LQSXW� VXSSO\� SUREOHPV� DV� UHODWLQJ� WR� WKH� UHJXODWLRQ� RI� WUDGH�� � ILUVW�� LOOHJDO� VPXJJOLQJ� E\FRPSHWLWRUV�DQG�VHFRQG��XQRIILFLDO�FKHFNSRLQWV�RQ�URDGV�WKDW�GHOD\�RU�REVWUXFW�VKLSPHQWV���%RWK�VXJJHVWWKDW�FRPSHWLWRUV�DUH�DEOH�WR�YLRODWH�WUDGH�UXOHV�DQG�RIILFLDOV�RI� WKH�DUP\�RU�FXVWRPV�DUH�DEOH�WR�REVWUXFWWUDGH�ZLWK�XQRIILFLDO�FKHFNSRLQWV�
F��4XDOLW\�RI�ODZV�DQG�UHJXODWLRQV
,Q� JHQHUDO�� ERWK� GRPHVWLF� DQG� IRUHLJQ� ILUPV� H[SUHVV� OLPLWHG� FRQILGHQFH� LQ� WKH� OHJDO� V\VWHP�� UDWLQJ� LWURXJKO\�����RXW�RI���LQ�WKHLU�FRQILGHQFH�LW�ZLOO�XSKROG�WKHLU�SURSHUW\�DQG�FRQWUDFW�ULJKWV��5HJXODWLRQV�DQGODZV�JHW�WKH�VDPH�PRGHVW�PDUNV�IRU� WKHLU�DFFHVVLELOLW\��DQG�IRU� WKHLU�SUHGLFWDELOLW\�� �%RWK�GRPHVWLF�DQGIRUHLJQ�RZQHG� SHUFHLYH� WKDW� FKDQJHV� LQ� UXOHV�� ODZV�� DQG� UHJXODWLRQV� DUH� VRPHZKDW� LQFRQVLVWHQW� DQGXQSUHGLFWDEOH��6XUYH\HG�ILUPV��HVSHFLDOO\�GRPHVWLF�RQHV��SHUFHLYH�WKDW�WKHLU�YRLFH�LV�XVXDOO\�QRW�WDNHQ�LQWRFRQVLGHUDWLRQ�E\�WKH�JRYHUQPHQW�ZLWK�UHJDUG�WR�PDWWHUV�DIIHFWLQJ�WKHP��$PRQJ�YDULRXV�WD[�DQG�UHJXODWRU\FRQVWUDLQWV�� KLJK� WD[HV�ZHUH�PRVW� IUHTXHQWO\� FKRVHQ�DV� D�PDMRU� REVWDFOH� E\� ERWK� GRPHVWLF� DQG� IRUHLJQILUPV���� +LJK�WD[HV�DUH�RIWHQ�WKH�OHDGLQJ�FRQVWUDLQW�LQ�WKLV�FDWHJRU\�IRU�ILUPV�DURXQG�WKH�ZRUOG��DV�WKH\�DUH
���1RWH�WKDW�LQ�WKLV�TXHVWLRQ�ILUPV�ZHUH�DVNHG�WR�FRPSDUH�YDULRXV�UHJXODWRU\�DUHDV��QRW�ZLWK�RWKHU�JHQHUDO�FRQVWUDLQWVWR� EXVLQHVV�� :KHQ� DVNHG� DERXW� FRQVWUDLQWV� WR� EXVLQHVV� LQ� JHQHUDO�� ILUPV� FKRVH� FULPH�� FRUUXSWLRQ�� DQG� SROLWLFDOXQFHUWDLQW\�DV�WKH�OHDGLQJ�FRQVWUDLQW�PRUH�IUHTXHQWO\�WKDQ�WD[HV�DQG�UHJXODWLRQV��VHH�)LJXUH����
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DQ�XQDYRLGDEOH�DQG�PDMRU�H[SHQVH�RI�GRLQJ�EXVLQHVV���7D[�DGPLQLVWUDWLRQ�LV�D�PXFK�OHVVHU�FRQVWUDLQW��DQGILJXUH����VKRZV�WKDW�IRUHLJQ�ILUPV�DUH�PRUH�OLNHO\�WR�LGHQWLI\�EXVLQHVV�OLFHQVHV�DV�D�PDMRU�FRQVWUDLQW�WKDQWD[� DGPLQLVWUDWLRQ�� � )RU� IRUHLJQ� ILUPV�� DURXQG� ���� LGHQWLI\� FXVWRPV� DV� D� PDMRU� FRQVWUDLQW� DQG� ���VXJJHVW�ILUH�DQG�VDIHW\�UHJXODWLRQV�DUH�DOVR�D�PDMRU�SUREOHP�
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WKH�JRYHUQPHQW�WDNHV��LQWR�DFFRXQW�FRQFHUQV�YRLFHG�HLWKHU�E\
PH�RU�E\�P\�EXVLQHVV�DVVRFLDWLRQ

,Q�WKH�ODVW�WKUHH�\HDUV��ODZV��SROLFLHV�RU�UHJXODWLRQV�DIIHFWLQJ
P\�EXVLQHVV�KDYH�EHFRPH�PRUH�SUHGLFWDEOH

&KDQJHV�LQ�UXOHV��ODZV�DQG�UHJXODWLRQV�DUH�FRPSOHWHO\
SUHGLFWDEOH

,Q�JHQHUDO��LQIRUPDWLRQ�RQ�ODZV�DQG�UHJXODWLRQV�DIIHFWLQJ�P\
ILUP�DUH�HDV\�WR�REWDLQ

�������WKUHH�\HDUV�DJR

,Q�JHQHUDO��LQWHUSUHWDWLRQV�RI�UHJXODWLRQV�DIIHFWLQJ�P\�ILUP�DUH
FRQVLVWHQW�DQG�SUHGLFWDEOH��WRGD\

�������WKUHH�\HDUV�DJR

,�DP�FRQILGHQW�WKDW�WKH�OHJDO�V\VWHP�ZLOO�XSKROG�P\�FRQWUDFW
DQG�SURSHUW\�ULJKWV�LQ�EXVLQHVV�GLVSXWHV��WRGD\

� FRPSOHWHO\�GLVDJUHH��� FRPSOHWHO\�DJUHH'RPHVWLF�ILUPV )RUHLJQ�ILUPV

)LJXUH�����(QWHUSULVH�(YDOXDWLRQ�RI�4XDOLW\�DQG�$FFHVVLELOLW\�RI�5HJXODWLRQV

'RPHVWLF�)LUPV

�
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/DERU�UHJXODWLRQV

(QYLURQPHQWDO�UHJXODWLRQV

&XVWRPV�)RUHLJQ�7UDGH
5HJXODWLRQV

%XVLQHVV�/LFHQVLQJ

)RUHLJQ
FXUUHQF\�H[FKDQJH

UHJXODWLRQV

)LUH��VDIHW\�UHJXODWLRQV

7D[
UHJXODWLRQV�DGPLQLVWUDWLRQ

+LJK�WD[HV

SHUFHQWDJH�RI�ILUPV�FKRRVLQJ�HDFK�DV�PDMRU�REVWDFOH

)RUHLJQ�)LUPV

�

�

�
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/DERU�UHJXODWLRQV

)RUHLJQ
FXUUHQF\�H[FKDQJH

UHJXODWLRQV

(QYLURQPHQWDO�UHJXODWLRQV

)LUH��VDIHW\�UHJXODWLRQV

&XVWRPV�)RUHLJQ�7UDGH
5HJXODWLRQV

7D[
UHJXODWLRQV�DGPLQLVWUDWLRQ

%XVLQHVV�/LFHQVLQJ

+LJK�WD[HV

)LJXUH�����(QWHUSULVHV
�(YDOXDWLRQ�RI�%XUGHQV�IURP�7D[HV�DQG�5HJXODWLRQV
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ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH

'��6RXUFHV�RI�6WURQJ�DQG�:HDN�*RYHUQDQFH�LQ�&DPERGLD
7KLV� VHFWLRQ� UHYLHZV� WKH� HYLGHQFH� IURP� WKH� VXUYH\V� RI� KRXVHKROGV�� HQWHUSULVHV�� DQG� SXEOLF� RIILFLDOV� WRH[SORUH�WKH�VRXUFHV�RI�JRRG�JRYHUQDQFH�LQ�&DPERGLD�� �7KLV�VHFWLRQ�H[SORUHV�ILUVW� WKH�RSLQLRQ�RI�SXEOLFRIILFLDOV�DERXW�WKH�FDXVHV�RI�ZHDN�JRYHUQDQFH�� �7KHQ��LW�UHYLHZV�WKH�UHODWLRQVKLSV�EHWZHHQ�SHUIRUPDQFHDQG�LQWHJULW\�DVVHVVPHQWV�IURP�KRXVHKROGV��HQWHUSULVHV��DQG�SXEOLF�RIILFLDOV��RQ�RQH�VLGH��DQG�LQVWLWXWLRQDOVWUXFWXUHV� DQG� JRYHUQDQFH�WUDQVSDUHQF\�DFFRXQWDELOLW\� PHFKDQLVPV� DV� UHSRUWHG� E\� KRXVHKROGV�HQWHUSULVHV��DQG�SXEOLF�RIILFLDOV��RQ�WKH�RWKHU�VLGH�
'����7KH�RSLQLRQ�RI�SXEOLF�RIILFLDOV

3XEOLF� RIILFLDOVLQWHUYLHZHG� ZHUHDVNHG� WR� UDWH� DQXPEHU�RI�SRVVLEOHFDXVHV� RIFRUUXSWLRQ� LQ&DPERGLD� RQ� DVFDOH� IURP� RQH� WRILYH�� ZKHUH� RQHZDV� D� µYHU\XQLPSRUWDQW�FDXVH¶DQG� ILYH� µD� YHU\LPSRUWDQW¶� FDXVH�7KH� KLJKHVWDYHUDJH�VFRUH������ZDV� UHFHLYHG� E\µORZ� VDODULHV� RISXEOLF� RIILFLDOV¶�DQG� WKH� ORZHVW������ E\� µFXOWXUDOUHDVRQV�� L�H�� EULEHVKDYH�EHHQ�D�FXVWRP�IRU�D�ORQJ�WLPH�¶
2WKHU�UHDVRQV�WKDW�ZHUH�JHQHUDOO\�UDWHG�DV�LPSRUWDQW��DYHUDJH�VFRUH�DERYH����ZHUH�µODFN�RI�LQGHSHQGHQWDQG�HIIHFWLYH�PHGLD¶�
WKH�ODFN�RI�HIIHFWLYH�FRUUXSWLRQ�UHSRUWLQJ�PHFKDQLVPV¶��³WKH�ODFN�RI�WUDQVSDUHQW�DQGDFFRXQWDEOH�SROLWLFDO�SURFHVV´��DQG�³WKH�ODFN�RI�DQ�LQGHSHQGHQW�DQG�HIIHFWLYH�MXGLFLDU\´���$OO�WKHVH�UXOH�RIODZ�� DFFRXQWDELOLW\�� DQG� WUDQVSDUHQF\� LVVXHV� ZHUH� UDWHG� ZLWK� KLJKHU� DYHUDJH� VFRUHV� WKDQ� SXEOLFDGPLQLVWUDWLRQ�UHIRUPV�VXFK�DV�LPSURYLQJ� LQFHQWLYH�VWUXFWXUHV�DQG�SULYDWL]DWLRQ�� �+RZHYHU��HYHQ�SXEOLFDGPLQLVWUDWLRQ�UHIRUPV�ZHUH�MXGJHG�DV�³LPSRUWDQW´�RQ�WKLV�UDWLQJ�VFDOH�
'����,QVWLWXWLRQDO�DUUDQJHPHQWV
7KLV� VHFWLRQ� UHYLHZV� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� SHUIRUPDQFH� DQG� LQWHJULW\� UDWLQJV� SHUFHLYHG� E\KRXVHKROGV�� HQWHUSULVHV�� DQG�SXEOLF�RIILFLDOV� LQWHUYLHZHG�RQ� WKH� RQH� VLGH�� DQG� LQVWLWXWLRQDO� DWWULEXWHV� DVUHYHDOHG� E\� WKH� SXEOLF� RIILFLDOV� LQWHUYLHZHG�� � 7KH� SXEOLF� RIILFLDOV¶� VXUYH\� LQFOXGHG� TXHVWLRQV� RQ� WKHTXDOLW\��HQIRUFHPHQW��DQG�SUDFWLFHV�RI�LQWHUQDO�SROLFLHV���$�GHWDLOHG�VWXG\�RI�WKHVH�UHODWLRQVKLSV��L�H��VLPSOHFRUUHODWLRQV� EHWZHHQ� RUJDQL]DWLRQDO� DWWULEXWHV� DQG� WKH� RXWFRPH� YDULDEOHV� RI� VHUYLFH� TXDOLW\�� DJHQF\LQWHJULW\� DQG� WKH� OHYHO� RI� XQRIILFLDO� SD\PHQWV�� FDQ� KHOS� LGHQWLI\�ZKLFK� DVSHFWV� DUH�PRUH� VLJQLILFDQWO\�VWURQJO\��FRQVLVWHQWO\�DVVRFLDWHG�ZLWK�KLJKHU�OHYHOV�RI�SHUIRUPDQFH�DQG�LQWHJULW\�
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FXOWXUDO�UHDVRQ��L�H��EULEHV�KDYH
EHHQ�D�FXVWRP�IRU�D�ORQJ�WLPH

SRRU�HFRQRPLF�SROLFLHV��VXFK�DV
SULYDWL]DWLRQ�

ODFN�RI�HIIHFWLYH�LQFHQWLYH
PHFKDQLVP�IRU�SXEOLF�RIILFLDOV�
VXFK�DV�ODFN�RI�PHULWRFUDF\

ODFN�RI�LQGHSHQGHQW�DQG
HIIHFWLYH�-XGLFLDU\

ODFN�RI�WUDQVSDUHQW�DQG
DFFRXQWDEOH�SROLWLFDO�SURFHVV

ODFN�RI�HIIHFWLYH�FRUUXSWLRQ
UHSRUWLQJ�V\VWHP

ODFN�RI�LQGHSHQGHQW�DQG
HIIHFWLYH�PHGLD

ORZ�VDODU\�RI�SXEOLF�RIILFLDOV

� YHU\�XQLPSRUWDQW�FDXVH��� YHU\�LPSRUWDQW�FDXVH

)LJXUH�����3XEOLF�2IILFLDOV�2SLQLRQ�$ERXW�WKH�&DXVHV�IRU�&RUUXSWLRQ�



1HZ�(PSLULFDO�7RROV�IRU�$QWL�&RUUXSWLRQ�DQG�,QVWLWXWLRQDO�5HIRUP

9DULDEOHV�&RUUHODWHG�ZLWK�$JHQF\�3HUIRUPDQFH�DQG�,QWHJULW\��3XEOLF�RIILFLDOV�UDWHG�D�QXPEHU�RIDGPLQLVWUDWLYH�FKDUDFWHULVWLFV�RI�WKHLU�DJHQFLHV���7KH�FKDUDFWHULVWLFV�VWXGLHV�ZHUH�TXLWH�GHWDLOHG��EXWWKHUH�ZHUH�VL[�EURDG�FDWHJRULHV�RI�FKDUDFWHULVWLFV�VWXGLHG�
,��3HUVRQQHO�0DQDJHPHQW��� 4XDOLW\�RI�$GPLQLVWUDWLYH�3URFHGXUHV�LQ�3HUVRQQHO�0DQDJHPHQW����� 3UDFWLFHV�LQ�3HUVRQQHO�0DQDJHPHQW��� 6DODULHV�DQG�RWKHU�&RPSHQVDWLRQ�� 3HUIRUPDQFH�(YDOXDWLRQ�� 'LVFLSOLQDU\�$FWLRQV,,��%XGJHW�0DQDJHPHQW��� $JHQF\�,QYROYHPHQW�LQ�)RUPXODWLRQ�3URFHVV�� 4XDOLW\�RI�$GPLQLVWUDWLYH�3URFHGXUHV�� 3UDFWLFHV�LQ�%XGJHW�0DQDJHPHQW�� ,QVWLWXWLRQDO�3HQDOWLHV�IRU�%XGJHW�0LVPDQDJHPHQW,,,��3URFXUHPHQW�0DQDJHPHQW�� 4XDOLW\�RI�$GPLQLVWUDWLYH�3URFHGXUHV�,9��6HUYLFH�'HOLYHU\�� ([WHQW�RI�&RPSODLQ�0HFKDQLVPV9��,QIRUPDWLRQ�0DQDJHPHQW�� 4XDOLW\�DQG�7UDQVSDUHQF\�RI�,QIRUPDWLRQ�0DQDJHPHQW�� 3XEOLF�2IILFLDOV�9RLFH9,��,QVWLWXWLRQDO�(QYLURQPHQW��� 6XSSRUW�IRU�WKH�3ROLFLHV�,PSOHPHQWHG�E\�WKH�$JHQF\�� 5HVRXUFHV�DUH�VXIILFLHQW�� &OLHQW�2ULHQWDWLRQ�� 3RYHUW\�2ULHQWDWLRQ�� $WWLWXGHV�WRZDUG�%ULEHU\�� $FFHVV�WR�DQG�4XDOLW\�RI�&RUUXSWLRQ�5HSRUWLQJ�0HFKDQLVP�� &RPPLWPHQW�WR�)LJKW�&RUUXSWLRQ�� 6XSSRUW�IRU�5HIRUPV
ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH

7R�GHWHUPLQH�ZKLFK�IDFWRUV�RI�JRYHUQDQFH�DUH�PRUH�VLJQLILFDQWO\��VWURQJO\��DQG�FRQVLVWHQWO\�OLQNHG�ZLWKKLJKHU� SHUIRUPDQFH� DQG� LQWHJULW\� UDWLQJ�� WKH� DXWKRUV� DQDO\]HG� FRUUHODWLRQV� EHWZHHQ� DOO� IDFWRUV� RIJRYHUQDQFH�UDWHG�E\�SXEOLF�RIILFLDOV�DQG�WKH�SHUIRUPDQFH�DQG�LQWHJULW\� UDWLQJV�SURYLGHG�E\�KRXVHKROGV�HQWHUSULVHV��DQG�SXEOLF�RIILFLDOV�
2Q�IDFWRUV�RI�JRYHUQDQFH��SXEOLF�RIILFLDOV�ZHUH�DVNHG�WR�UDWH�JRYHUQDQFH�DQG�LQVWLWXWLRQDO�IDFWRUV�UDQJLQJIURP� LVVXHV� LQ� SHUVRQQHO�� EXGJHW�� SURFXUHPHQW�� VHUYLFH� GHOLYHU\�� DQG� LQIRUPDWLRQ� DQG� NQRZOHGJHPDQDJHPHQW��LQVWLWXWLRQDO�HQYLURQPHQW��YDOXHV��DQG�SHUVRQDO�FKDUDFWHULVWLFV�
2Q�SHUIRUPDQFH�UDWLQJV��DV�GHVFULEHG�DERYH��KRXVHKROGV¶�DQG�HQWHUSULVHV¶�ZHUH�DVNHG�WR�DVVHVV�WKH�TXDOLW\RI WKH�VHUYLFHV�WKDW�WKH\�UHFHLYHG���3XEOLF�RIILFLDOV�ZHUH�DVNHG�WR�HYDOXDWH�WKH�SHUIRUPDQFH�RI�WKH�SXEOLFDJHQFLHV� LQ�ZKLFK� WKH\�ZRUN�DV�ZHOO�DV� WKDW�RI�RWKHU�SXEOLF� LQVWLWXWLRQV�� �3XEOLF�RIILFLDOV�DOVR� UDWHG� WKHTXDOLW\�RI�WKH�VHUYLFHV�WKHLU�LQVWLWXWLRQ�SURYLGHV�ZKHWKHU�RU�QRW�WKH\�DUH�SURGXFHG�FRVW�HIIHFWLYHO\��ZKHWKHURU QRW�WKH\�DUH�DFFHVVLEOH�WR�WKH�SRRU��DQG�ZKHWKHU�RU�QRW�WKH\�KHOS�UHGXFH�SRYHUW\�LQ�&DPERGLD�
2Q� LQWHJULW\� UDWLQJV�� KRXVHKROGV�� HQWHUSULVHV�� DQG� SXEOLF� RIILFLDOV�ZHUH� DVNHG� WR� DVVHVV� WKH� LQWHJULW\� RIVHYHUDO� LQVWLWXWLRQV� �SUHVHQWHG�HDUOLHU� LQ� WKLV� UHSRUW��� �+RXVHKROGV� DQG�HQWHUSULVHV�ZHUH�DVNHG�DERXW� WKHIUHTXHQF\�DQG�FRVW�RI�EULEHV�LQ�SXEOLF�VHUYLFHV�WKH\�UHFHLYHG���3XEOLF�RIILFLDOV�ZHUH�DVNHG�WR�HYDOXDWH��IRU
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WKH� LQVWLWXWLRQV� LQ�ZKLFK� WKH\�ZRUN�� WKH� OHYHOV� RI� QHSRWLVP� DQG� SDWURQDJH�� WKH� IUHTXHQF\� RI� XQRIILFLDOSD\PHQWV�SDLG�WR�EX\�SXEOLF�SRVLWLRQV��WKH�IUHTXHQF\�ZLWK�ZKLFK�WKH\�KDYH�WR�SD\�WR�UHFHLYH�WKHLU�VDODULHV�WKH�H[LVWHQFH�DQG�H[WHQW�RI�OHDNDJH�DQG�IUDXG�LQ�EXGJHW�PDQDJHPHQW��WKH�RYHUDOO�OHYHO�RI�FRUUXSWLRQ��WKHIUHTXHQF\�RI�EULEHV�IURP�FLWL]HQV��IRUHLJQ�HQWHUSULVHV��DQG�GRPHVWLF�HQWHUSULVHV�� WKH�OLNHOLKRRG�RI�SXEOLFRIILFLDOV� WDNLQJ� WKH� LQLWLDWLYH� DQG� DVNLQJ� IRU� EULEHV�� WKH� SURSRUWLRQ� RI� WKH� EULEHV� WKDW� DUH� VKDUHG� ZLWKVXSHULRUV��FROOHDJXHV��DQG�SROLWLFDO�SDUWLHV��WKH�W\SLFDO�EULEH�ZDJH�UDWLR��WKH�SURSRUWLRQ�RI�MREV�WKDW�KDYHEHHQ�ERXJKW��DQG�ZKHWKHU�RU�QRW�WKH\�KDG�SHUVRQDOO\�REVHUYHG�D�FDVH�RI�FRUUXSWLRQ�ZLWKLQ�WKHLU�LQVWLWXWLRQ�
,Q�DOO��WKLV�DQDO\VLV�FRYHUHG�RYHU�����KXQGUHG�YDULDEOHV���7KH�UHVXOWV�IURP�WKLV�DQDO\VLV�ZHUH�WKHQ�FKHFNHGIRU�FRQVLVWHQF\�ERWK�DW�DQ�LQGLYLGXDO�DQG�DW�DQ�LQVWLWXWLRQDO�OHYHO���7KHUH�ZHUH�DOVR�FKHFNHG�WR�LQVXUH�WKDWWKH\�ZHUH�QRW�GULYHQ�E\�H[WUHPH�UHVSRQVHV��RXWOLHUV����)LQDOO\��WKH\�ZHUH�FKHFNHG�WR�LQVXUH�WKDW�WKH\�ZHUHUREXVW�ZLWK�UHJDUG�WR�WKH�FKDUDFWHULVWLFV�RI�WKRVH�ZKR�UHVSRQGHG�WR�WKH�TXHVWLRQV�
7KH�GDWD�DYDLODEOH�IRU�&DPERGLD�SRLQW� WR� WKH�IROORZLQJ� LPSRUWDQW� IDFWRUV� DV� UHODWHG� WR�KLJKHU� OHYHOV�RISHUIRUPDQFH� DQG� LQWHJULW\� DV� SHUFHLYHG� E\� SXEOLF� VHUYLFH� XVHUV� �KRXVHKROGV� DQG� HQWHUSULVHV��� DQGSURYLGHUV��SXEOLF�RIILFLDOV��

� &RPSHWLWLYH�ZDJHV� WKDW�DUH� SDLG� RQ� WLPH��'HOD\V� LQ� VDODU\� SD\PHQWV� DUH� FRUUHODWHG�ZLWK� ORZHUSHUIRUPDQFH�DQG�LQWHJULW\�UDWLQJV��DV�DUH�VDODULHV�ORZHU�WKDQ�FRPSDUDEOH�SULYDWH�VHFWRU�ZDJHV�
� )LQDQFLDO� UHVRXUFHV� WKDW� DGHTXDWHO\� UHIOHFW� WKH� WDVNV� DW� KDQG�� 2UJDQL]DWLRQV� ZLWK� VXIILFLHQWUHVRXUFHV� �DV� MXGJHG� E\� WKHLU� RZQ�RIILFLDOV�� DUH� UDWHG� EHWWHU� LQ� WHUPV� RI� ERWK� SHUIRUPDQFH� DQGLQWHJULW\�
� 3HUVRQQHO�PDQDJHPHQW�SUDFWLFHV�ZKLFK�UHZDUG�PHULW�DQG�SURIHVVLRQDOLVP�DUH�VWURQJO\�DVVRFLDWHGZLWK� RIILFLDOV¶� IDYRUDEOH� UDWLQJV� RI� WKHLU� DJHQFLHV¶� SHUIRUPDQFH� DQG� LQWHJULW\�� )UHTXHQF\� RISHUIRUPDQFH�HYDOXDWLRQ�LV�VLJQLILFDQWO\�DVVRFLDWHG�ZLWK�LQWHJULW\�UDWLQJV�
� %XGJHW�PDQDJHPHQW� SUDFWLFHV� WKDW� DUH� FOHDU� DQG� WUDQVSDUHQW�� 7KH� H[LVWHQFH� RI� H[WUD�EXGJHWDU\PHFKDQLVPV� LV� QHJDWLYHO\� DVVRFLDWHG� ZLWK� SHUIRUPDQFH� DQG� LQWHJULW\� UDWLQJV�� 7KH� H[LVWHQFH� RILQVWLWXWLRQDO� SHQDOWLHV� IRU� EXGJHW� PLVPDQDJHPHQW� LV� VWURQJO\� DVVRFLDWHG� ZLWK� SHUIRUPDQFH� DQGLQWHJULW\�UDWLQJV�
� ,QIRUPDWLRQ�DQG�NQRZOHGJH�WKDW�IORZ�HIILFLHQWO\�ZLWKLQ�DQG�DFURVV�RUJDQL]DWLRQV��DQG
� 3HQDOW\� V\VWHPV� WKDW� DUH� LPSDUWLDOO\� DSSOLHG� LQ� WKH� QHFHVVDU\� FDVHV���� 7KHUH� LV� D� VLJQLILFDQWFRUUHODWLRQ�EHWZHHQ�WKH�H[LVWHQFH�RI�IDLU��MXVW��GLVFLSOLQDU\�DFWLRQV�DQG�KLJKHU�LQWHJULW\�UDWLQJV�
� (IIHFWLYH�FRPSODLQW�PHFKDQLVPV�WKDW�DUH�OLQNHG�WR�SHQDOW\�V\VWHPV���$JHQFLHV�ZKHUH�FRPSODLQWVDFWXDOO\�OHDG�WR�GLVFLSOLQDU\�DFWLRQV�UHFHLYH�KLJKHU�UDWLQJV�RI�SHUIRUPDQFH�LQWHJULW\�

7KHVH�UHVXOWV�HPHUJH�QRW�RQO\�IURP�WKH�FRUUHODWLRQ�RI�SHUFHSWLRQV�RI�SXEOLF�RIILFLDOV�RQ�SHUIRUPDQFH�DQGLQWHJULW\�RQ�LQVWLWXWLRQDO�DQG�JRYHUQDQFH�VWUXFWXUHV���7KH\�LQFOXGH�FURVV�FKHFNLQJ�RI�LQIRUPDWLRQ�IURP�WKHWKUHH�VXUYH\V�FRQGXFWHG��LQFOXGLQJ�LQIRUPDWLRQ�RQ�H[SHULHQFH�DQG�XVH�E\�KRXVHKROGV�DQG�HQWHUSULVHV�RISXEOLF�VHUYLFHV�

���7KH�UHVXOWV�SUHVHQWHG�KHUH�DUH�EDVHG�RQ�D�OLPLWHG�OLVW�RI�RUJDQL]DWLRQDO�IHDWXUHV�PHDVXUHG�E\�WKH�SXEOLFRIILFLDOV�OLVW���&OHDUO\��WKHUH�DUH�RWKHU�IDFWRUV�UHOHYDQW�WR�VWURQJ�JRYHUQDQFH�QRW�FDSWXUHG�E\�WKH�VXUYH\�
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)LJXUH�����6RXUFHV�RI�*RRG�*RYHUQDQFH��,OOXVWUDWLYH�([DPSOHV�
)LJXUH� ��� UHSUHVHQWV� WKH� UHODWLRQVKLS� EHWZHHQ� IRXU� GLIIHUHQW� PHDVXUHV� RI� LQVWLWXWLRQDO� DWWULEXWHV� RUFRQGLWLRQV� ZKLFK� DUH�� EDVHG� XSRQ� WKH� UHVSRQVHV� RI� KRXVHKROGV�� HQWHUSULVHV�� DQG� SXEOLF� RIILFLDOVLQWHUYLHZHG��FORVHO\�OLQNHG�ZLWK�SHUIRUPDQFH�DQG�LQWHJULW\�UDWLQJV���)RU�WKLV�FRQFUHWH�H[DPSOH��LQ�WKH�ILUVWWKUHH�JUDSKV��RQ�WKH�KRUL]RQWDO�D[HV�GLIIHUHQW�JURXSV�RI�SXEOLF�RIILFLDOV�DUH�GLYLGHG�LQWR�WKUHH�FDWHJRULHV�KLJK��PHGLXP��DQG�ORZ��DFFRUGLQJ�WR�WKHLU�FKDUDFWHUL]DWLRQV�RI�WKH�SDUWLFXODU�IHDWXUHV�RI�WKH�LQVWLWXWLRQDOHQYLURQPHQW� LQ�ZKLFK� WKH\�ZRUN� �PHULWRFUDF\�� LQIRUPDWLRQ�� DQG� EXGJHW��� �7KH� JUDSK� VKRZV� WKDW� WKRVHSXEOLF�RIILFLDOV�ZKR�UDWHG�WKH�TXDOLW\�RI�WKHVH�LQVWLWXWLRQDO�DUUDQJHPHQWV�DV�ORZ�DUH�DOVR�WKRVH�WKDW�UDWHGWKHLU� RZQ� LQVWLWXWLRQ¶V� FRUUXSWLRQ� OHYHO� DV� UHODWLYHO\� KLJKHU�� � 7KRVH� WKDW� UDWHG� WKH� TXDOLW\� RI� WKHLQVWLWXWLRQDO� DUUDQJHPHQWV� DV� KLJK� DOVR� UDQNHG� WKHLU� LQVWLWXWLRQV� DV� UHODWLYHO\� IUHH� RI� FRUUXSWLRQ�� � )RUVDODULHV��WKH�ILJXUH�SUHVHQWHG�KHUH�GLYLGHV�SXEOLF�RIILFLDOV�LQWHUYLHZHG�LQ�WZR�JURXSV��WKRVH�WKDW�VDLG�WKDWWKHLU� VDODULHV� DUH� QRW� GHOD\HG� DQG� WKRVH� WKDW� VD\� WKH\� DUH�� � 7KH� JURXS� WKDW� VD\V� WKDW� WKHLU� VDODULHV� DUHGHOD\HG�DOVR�UDQNV�WKH�FRUUXSWLRQ�OHYHO�LQ�WKHLU�LQVWLWXWLRQ�DW�UHODWLYHO\�KLJKHU�OHYHOV�
'����,QWHJULW\��&RUUXSWLRQ�DQG�$FFRXQWDELOLW\
7KLV� VHFWLRQ� SUHVHQWV� WKH� ILQGLQJV� IURP� WKH� KRXVHKROG�� HQWHUSULVH�� DQG� SXEOLF� RIILFLDOV� VXUYH\V� RQDFFRXQWDELOLW\� DQG� LWV� UHODWLRQVKLS�ZLWK� SHUIRUPDQFH� DQG� LQWHJULW\� DV� UDWHG� E\� WKRVH� LQWHUYLHZHG�� � 7KHVXUYH\V�JHQHUDWHG�GDWD�RQ�WZR�VHWV�RI�DFFRXQWDELOLW\�PHFKDQLVPV��)LUVW��KRXVHKROGV�DQG�HQWHUSULVHV�ZHUHDVNHG� DERXW� WKH� DFFHVVLELOLW\� DQG� HIIHFWLYHQHVV� RI� FRPSODLQW� PHFKDQLVPV� LQ� SXEOLF� VHUYLFH� GHOLYHU\�6HFRQG��SXEOLF�RIILFLDOV�ZHUH�DVNHG� WR�DVVHVV� WKH�DFFHVVLELOLW\�DQG�HIIHFWLYHQHVV�RI�FRUUXSWLRQ�UHSRUWLQJPHFKDQLVPV�
ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH



1HZ�(PSLULFDO�7RROV�IRU�$QWL�&RUUXSWLRQ�DQG�,QVWLWXWLRQDO�5HIRUP

ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH

D��&RPSODLQW�PHFKDQLVPV�+RXVHKROGV�ZHUH�DVNHG�ZKHWKHU�RU�QRW�WKH\�KDG�KDG�UHDVRQ�WR�FRPSODLQ�ZKHQ�DFFHVVLQJ�SXEOLF�VHUYLFHV�,I�WKH\�GLG��WKH\�ZKHUH�DVNHG�ZKHWKHU�RU�QRW�WKH\�GLG�LQ�IDFW�FRPSODLQ���,I�WKH\�GLG�FRPSODLQ��WKH\�ZHUHDVNHG� WR� UDWH� WKH� HIIHFWLYHQHVV� RI� WKHLU� FRPSODLQW� RQ� D� VFDOH� IURP� RQH� �YHU\� LQHIIHFWLYH�� WR� ILYH� �YHU\HIIHFWLYH��� � 7KHVH� HIIHFWLYHQHVV� UDWLQJV� DUH� VLJQLILFDQWO\� DQG� LQYHUVHO\� DVVRFLDWHG� ZLWK� WKH� DPRXQWVKRXVHKROGV�UHSRUW�WKDW�WKH\�KDYH�WR�SD\�XQRIILFLDOO\�WR�UHFHLYH�WKHVH�SXEOLF�VHUYLFHV��ILJXUH������6HUYLFHVZKHUH�WKHVH�DPRXQWV�DUH�KLJK�DUH�DOVR�WKRVH�ZKHUH�KRXVHKROGV�DQG�HQWHUSULVHV�SHUFHLYHG� WKH�FRPSODLQWPHFKDQLVPV�WR�EH�WKH�PRVW�LQHIIHFWLYH�

3RVW�RIILFH2IILFH�RI�VRFLDO�EHQHILWV

7HOHSKRQH�VHUYLFH�

:DWHU�VHUYLFH
(OHFWULFLW\�VHUYLFH

2WKHU�SROLFH

7UDIILF�SROLFH
3XEOLF�UHJLVWU\��,'��

SDVVSRUW�

3XEOLF�KHDOWK�VHUYLFHV�
SURYLGHU� &RQVWUXFWLRQ�SHUPLW

3XEOLF�HGXFDWLRQ�
VHUYLFHV�

7D[�DXWKRULW\���LQVSHFWRU

&XVWRPV�DXWKRULW\

-XGJH�&RXUWV�RIILFLDOV

���

���

���

����

��� ��� ��� ��� ��� ��� ��� ���

(IIHFWLYHQHVV�RI�&RPSODLQW�0HFKDQLVP
� 'LG�QRW�PDNH�FRPSODLQW��� FRPSOHWHO\�LQHIIHFWLYH��� FRPSOHWHO\�HIIHFWLYH

$P
RX

QW�
RI�

EUL
EHV

��8
6��

)LJXUH�����(IIHFWLYH�&RPSODLQW�0HFKDQLVPV�&KHFN�8QRIILFLDO�3D\PHQWV

E��&RUUXSWLRQ�UHSRUWLQJ�PHFKDQLVP�7KH�VXUYH\�DVNHG�SXEOLF�RIILFLDOV�ZKHWKHU�RU�QRW�WKH\�KDG�REVHUYHG�D�FDVH�RI�FRUUXSWLRQ�RI�SXEOLF�RIILFLDOVLQ� WKH� ODVW� WZR� \HDUV�� � ��� SHUFHQW� RI� WKH� SXEOLF� RIILFLDOV� LQWHUYLHZHG� UHVSRQGHG� WKDW� WKH\� KDG� �RQO\� �SHUFHQW�RI�WKRVH�LQWHUYLHZHG�GHFLGHG�QRW�WR�DQVZHU�WKLV�TXHVWLRQ�������SHUFHQW�RI�WKRVH�WKDW�KDG�REVHUYHG�DFDVH� RI� FRUUXSWLRQ� RI� SXEOLF� RIILFLDOV� GLG� QRW� UHSRUW� LW� �DOO� SXEOLF� RIILFLDOV� LQFOXGHG� LQ� WKLV� FDWHJRU\UHVSRQGHG�WKLV�TXHVWLRQ����7KDW�LV�WR�VD\��RQO\���SHUFHQW�RI�WKH�SXEOLF�RIILFLDOV�LQWHUYLHZHG�ZKR�UHSRUWHGO\KDG� REVHUYHG� D� FDVH� RI� FRUUXSWLRQ� RI� D� SXEOLF� RIILFLDO� GHFLGHG� WR� UHSRUW� LW�� 3XEOLF� RIILFLDOV�ZHUH� DVNHGZKHWKHU�RU�QRW� WKH\�NQRZ� WKH�SURFHVV� WR�IROORZ� LQ� UHSRUWLQJ�D�FDVH�RI� FRUUXSWLRQ�����SHUFHQW�RI�SXEOLFRIILFLDOV� LQWHUYLHZHG� UHVSRQGHG� WKDW� WKH\� GR�� ���� UHSRUW� WKH\� GR� QRW� �RQO\� RQH� SHUFHQW� FKRVH� QRW� WRUHVSRQG� WR� WKLV� TXHVWLRQ��� 2I� WKH� ��� SHUFHQW� RI� SXEOLF� RIILFLDOV� LQWHUYLHZHG�� ZKR� REVHUYHG� D� FDVH� RIFRUUXSWLRQ� DQG� GLG� QRW� UHSRUW� LW�� ��� SHUFHQW� NQHZ� KRZ� WR� UHSRUW� LW� DQG� ��� SHUFHQW� GLG� QRW�
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7KRVH�WKDW�GHFLGHG�WR�UHSRUW�D�FDVH�RI�FRUUXSWLRQ�ZHUH�DVNHG�WR�HYDOXDWH�WKH�HIIHFWLYHQHVV�DQG�VLPSOLFLW\RI WKH� SURFHVV� DV� ZHOO� DV� WKH� H[WHQW� WR� ZKLFK� µZKLVWOHEORZHUV¶� DUH� ZHOO� SURWHFWHG� IURP� SRWHQWLDOKDUDVVPHQW��7DEOH�����9HU\�IHZ�SXEOLF�RIILFLDOV�KDG�UHSRUWHG�D�FDVH�RI�FRUUXSWLRQ��RQO\�WKUHH�SHUFHQW�RIWKRVH�LQWHUYLHZHG����2Q�DYHUDJH��SXEOLF�RIILFLDOV�LQWHUYLHZHG�ZKR�KDG�UHSRUWHG�D�FDVH�RI�FRUUXSWLRQ�WHQGWR�GLVDJUHH�WKDW�WKH�SURFHVV�LV�HIILFLHQW�DQG�VLPSOH������SHUFHQW�RI�WKRVH�LQWHUYLHZHG�FRPSOHWHO\�GLVDJUHHZLWK�WKH�VWDWHPHQW�³7KH�SURFHVV�ZDV�HIIHFWLYH´��DQG����SHUFHQW�FRPSOHWHO\�GLVDJUHH�ZLWK� WKH�VWDWHPHQW³7KH� SURFHVV� ZDV� VLPSOH´�� � ,W� LV� XQFOHDU� IURP� WKHVH� UHVXOWV� ZKHWKHU� SXEOLF� RIILFLDOV� LQWHUYLHZHG� ZKRUHSRUWHG� D� FDVH� ILQG� WKDW� SURWHFWLRQ� DJDLQVW� SRWHQWLDO� KDUDVVPHQW� LV� HIIHFWLYH� RU� QRW� ±� ���� VD\³ZKLVWOHEORZHUV´� DUH� ZHOO� SURWHFWHG�� ���� KDYH� QR� RSLQLRQ�� ���� VRPHZKDW� DJUHH� DQG� ���� DJUHHFRPSOHWHO\�

��

��

��

�

��

��

�

�

��

�UHSRUW

7KH�FDVH�FRXOG�QRW�EH�SURYHG

,�ZDV�FRQFHUQHG�DERXW�SRWHQWLDO�KDUDVVPHQW�DQG�UHSULVDO

)LJXUH�����3XEOLF�2IILFLDOV�9LHZV�RQ�5HDVRQV�IRU�1RW�5HSRUWLQJ�&RUUXSWLRQ

3WKSR

,Q�SHUFHQWDJHV
FRPSOHWHO\�
GLVDJUHH � � �

FRPSOHWHO\�
DJUHH

1R�
UHVSRQVH

(IIHFWLYH �� �� �� �� �� ��
6LPSOH �� �� �� �� � ��:LVWOHEORZHUV�

ZHOO�SURWHFWHG �� � �� �� �� ��
3HUFHQWDJH�RI�WKRVH�WKDW�UHVSRQGHG

&KDUDFWHULVWLFV�RI�&RUUXSWLRQ�5HSRUWLQJ�0HFKDQLVPV

7DEOH��
,�GLGQ¶W�NQRZ�ZKHUH�WR
ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH
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,�GRQ¶W�ZDQW�WR�EHWUD\�P\�FROOHDJXH

8QRIILFLDO�SD\PHQWV�FDQ�EH�MXVWLILHG�XQGHU�FXUUHQW�HFRQRPLF
VLWXDWLRQ

1R�HQIRUFHPHQW�HYHQ�LI�WKH�GHFLVLRQ�LV�PDGH

&RUUXSWLRQ�LV�D�FXVWRP

7KH�SURFHVV�LV�WRR�FRPSOH[�DQG�ORQJ

,QYHVWLJDWLRQ�ZRXOG�QRW�EH�PDGH�DERXW�WKH�UHSRUW

��&KRVH�DV�0RVW�,PSRUWDQW

��&KRVH�DV�6HFRQG�0RVW
,PSRUWDQW

��&KRVH�DV�7KLUG�0RVW�,PSRUWDQW

��RI�UHVSRQGHQWV

XEOLF�RIILFLDOV�ZKR�KDG�REVHUYHG�D�FDVH�RI�FRUUXSWLRQ�DQG�ZKR�GHFLGHG�QRW� WR� UHSRUW�ZHUH�DVNHG�ZK\H\�GHFLGHG�QRW�WR�UHSRUW���7KH\�ZHUH�DVNHG�WR�FKRRVH�WKH�WKUHH�PRVW�LPSRUWDQW�UHDVRQV�IURP�D�OLVW�RI��RVVLEOH�UHDVRQV��ILJXUH�������$JJUHJDWLQJ�DOO�WKH�WKUHH�WRJHWKHU��WKH�UHDVRQ�FKRVHQ�E\�WKH�ODUJHVW�QXPEHUI SXEOLF�RIILFLDOV�HLWKHU�LQ�ILUVW��VHFRQG��RU�WKLUG�SODFH�ZDV�³,�ZDV�FRQFHUQHG�DERXW�SRWHQWLDO�KDUDVVPHQW



1HZ�(PSLULFDO�7RROV�IRU�$QWL�&RUUXSWLRQ�DQG�,QVWLWXWLRQDO�5HIRUP

ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH

DQG�UHSULVDO´�� �7KH�VHFRQG�OHDGLQJ�UHDVRQ�ZDV�ODFN�RI�SURRI�� �7KH�WKLUG�OHDGLQJ�UHDVRQ��DQG�WKH�UHDGLQJPRUH�SHRSOH�JDYH�DV�WKH�³PRVW�LPSRUWDQW´�UHDVRQ��ZDV�³,�GLG�QRW�NQRZ�ZKHUH�WR�UHSRUW´��FKRVHQ�E\���SHUFHQW�DV�WKH�PRVW�LPSRUWDQW���2QO\���SHUFHQW�RI�SXEOLF�RIILFLDOV�LQWHUYLHZHG�FKRVH�µ8QRIILFLDO�SD\PHQWVFDQ�EH�MXVWLILHG�XQGHU�FXUUHQW�HFRQRPLF�VLWXDWLRQ¶�DV�WKH�PRVW�LPSRUWDQW�UHDVRQ�IRU�QRW�UHSRUWLQJ��DQG��SHUFHQW�FKRVH�µ&RUUXSWLRQ�LV�D�FXVWRP¶�
'����6XSSRUW�IRU�UHIRUPV
7KH� VXUYH\� VXJJHVWV� WKDW�SXEOLF�RIILFLDOV� DUH�EURDGO\� VXSSRUWLYH�RI� D� QXPEHU� RI� SRWHQWLDO� SXEOLF� VHFWRUUHIRUPV�� �3XEOLF�RIILFLDOV�ZHUH�DVNHG�IRU�WKHLU�OHYHO�RI�VXSSRUW� IRU�GLIIHUHQW�SXEOLF� VHFWRU� UHIRUPV� �RQ�DVFDOH� IURP� RQH� WR� ILYH�� ZKHUH� RQH� FRUUHVSRQGHG� WR� FRPSOHWHO\� XQ�VXSSRUWLYH� DQG� ILYH� WR� FRPSOHWHO\VXSSRUWLYH����7KH�SXEOLF�VHFWRU�UHIRUP�WKDW�UHFHLYHG�WKH�KLJKHVW�DYHUDJH�VFRUH�RI�VXSSRUW�ZDV�µHVWDEOLVKLQJD OLYLQJ�ZDJH�IRU�SXEOLF�HPSOR\HHV¶�ZLWK�D�����RXW�RI�����$OO�RI�WKH�SURSRVHG�UHIRUPV�DFKLHYHG�DYHUDJHVFRUHV� RI� VXSSRUW� DERYH� IRXU�� � 0HDVXUHV� DFKLHYLQJ� DYHUDJH� VFRUHV� DERYH� ���� LQFOXGHG� µ(VWDEOLVKLQJSHUVRQQHO�PDQDJHPHQW�V\VWHP�LQ� WKH�SXEOLF�VHFWRU��ZKHUH�FRPSHQVDWLRQ�DQG�SURPRWLRQ�DUH� VSHFLILFDOO\EDVHG� RQ� SHUIRUPDQFH¶�� µ*UHDWHU� RYHUVLJKW� RI� JRYHUQPHQW� IXQFWLRQV� E\� WKH� JHQHUDO� SXEOLF� DQG� FLYLOVRFLHW\¶�� DQG� µ5HJXODU� GHFODUDWLRQ� RI� DVVHWV� RI� SXEOLF�RIILFLDOV¶�� � ,PSRUWDQWO\�� HDFK� RI� WKH� RWKHU� UHIRUPRSWLRQV�RIIHUHG�LQ�WKH�VXUYH\�JDUQHUHG�D�SRVLWLYH�DYHUDJH�UHVSRQVH�
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���

���

���

���

���

���

� � � � �

3ULYDWL]DWLRQ�RI�SXEOLF�VHUYLFHV��VXFK�DV�D�VHWXS�RI�-RLQW�6WRFN
&RPSDQ\

$GPLQLVWUDWLYH�GHFHQWUDOL]DWLRQ�RI�WKH�VWDWH��GHOHJDWLQJ�RSHUDWLYH
IXQFWLRQV�RI�WKH�QDWLRQDO�JRYHUQPHQW�WR�ORFDO�JRYHUQPHQWV

5HGXFWLRQ�LQ�JRYHUQPHQW�ZRUNIRUFH��LI�LW�DOORZV�DQ�LQFUHDVH�LQ
VDODU\�DQG�EHQHILWV�IRU�UHPDLQLQJ�JRYHUQPHQW�ZRUNHUV

5HJXODU�GHFODUDWLRQ�RI�DVVHWV�RI�SXEOLF�RIILFLDOV

*UHDWHU�RYHUVLJKW�RI�JRYHUQPHQW�IXQFWLRQV�E\�WKH�JHQHUDO�SXEOLF
DQG�FLYLO�VRFLHW\

(VWDEOLVKLQJ�SHUVRQQHO�PDQDJHPHQW�V\VWHP�LQ�WKH�SXEOLF�VHFWRU�
ZKHUH�FRPSHQVDWLRQ�DQG�SURPRWLRQV�DUH�VSHFLILFDOO\�EDVHG�RQ

SHUIRUPDQFH

(VWDEOLVKLQJ�D�OLYLQJ�ZDJH�IRU�SXEOLF�HPSOR\HHV

� FRPSOHWHO\�XQVXSSRUWLYH��� FRPSOHWHO\�VXSSRUWLYH

)LJXUH�����3XEOLF�2IILFLDOV�2SLQLRQ�$ERXW�9DULRXV�5HIRUP�0HDVXUHV

3XEOLF�RIILFLDOV�ZHUH�DOVR�DVNHG�DERXW�WKH�OHYHO�RI�VXSSRUW�WR�IRU�DQ�DQWLFRUUXSWLRQ�FDPSDLJQ��ERWK�IURPWKH�JRYHUQPHQW�DQG�WKH�SXEOLF�LQVWLWXWLRQ�IRU�ZKLFK�WKH\�ZRUN�����SHUFHQW�RI�VHQLRU�PDQDJHUV�LQWHUYLHZHGFRPSOHWHO\�DJUHH�ZLWK�WKH�VWDWHPHQW�³,Q�\RXU�RUJDQL]DWLRQ�WKHUH�H[LVWV�D�JHQXLQH�DQG�VLQFHUH�VHQWLPHQW�WRILJKW�DJDLQVW�FRUUXSWLRQ�DW�WKLV�WLPH�´� ����SHUFHQW�RI�RWKHU�SXEOLF�RIILFLDOV�LQWHUYLHZHG�FRPSOHWHO\�DJUHHZLWK�WKDW�VWDWHPHQW���:KHQ�WKH�VWDWHPHQW�LV�UHIHUUHG�WR�WKH�JRYHUQPHQW��KDOI�WKDW�ILJXUH�FRPSOHWHO\�DJUHHZLWK�WKH�VWDWHPHQW�����SHUFHQW�RI�VHQLRU�PDQDJHUV�DQG����RI�RWKHU�SXEOLF�RIILFLDOV��
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,,,���&RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV
&DPERGLD� QHHGV� JRRG� JRYHUQDQFH� LQ� RUGHU� WR� DFKLHYH� HFRQRPLF� JURZWK� DQG� RSSRUWXQLW\�� DV� ZHOO� DVSRYHUW\�DOOHYLDWLRQ�IRU�RI�LWV�FLWL]HQV���%H\RQG�WKLV��VWUHQJWKHQLQJ�JRYHUQDQFH�ZLOO�VWUHQJWKHQ�JRYHUQPHQWFUHGLELOLW\��DQG�HQDEOH�FLWL]HQV�WR� OLYH� WKHLU� OLYHV� LQ�D�VRFLHW\� WKH\�UHJDUG�DV� IXQGDPHQWDOO\� MXVW�XQGHU�DJRYHUQPHQW�WKDW�WKH\�UHJDUG�DV�PDNLQJ�HIIHFWLYH�DQG�IDLU�XVH�RI�WKH�SRZHUV�DQG�UHVRXUFHV�WKH\�HQWUXVW�WRLW�
7KLV� VWXG\� KDV� SUHVHQWHG� D� EURDG�� HPSLULFDOO\� EDVHG� GLDJQRVLV� RI� WKH� SHUFHSWLRQ� RI� SUREOHPV� RIJRYHUQPHQW�SHUIRUPDQFH�DQG�LQWHJULW\���,W�LGHQWLILHV�ZKLFK�VHUYLFHV�SHUIRUP�ZHOO�DQG�SRRUO\��DQG�ZKLFKRQHV�DUH�PRVW�VXEMHFW� WR�FRUUXSWLRQ�DQG� ORZ� LQWHJULW\�� � ,W� DOVR� LGHQWLILHV� WKH�DWWULEXWHV�RI�DJHQFLHV�PRVWDVVRFLDWHG�ZLWK�JRRG�SHUIRUPDQFH�DQG�KLJK�LQWHJULW\�
$��6XPPDU\�)LQGLQJV�DQG�5HFRPPHQGDWLRQV
7KH�PDLQ� ILQGLQJV� DUH� VXPPDUL]HG� LQ� WKH� IROORZLQJ� WKUHH�SRLQWV�� WKH� VWDWXV� RI� JRYHUQDQFH�� WKH� FRVW� RIZHDN�JRYHUQDQFH��DQG�VRXUFHV�RI�ZHDN�JRYHUQDQFH�
�����7KH�6WDWXV�RI�*RYHUQDQFH�DQG�&RUUXSWLRQ�LQ�&DPERGLD,Q�GHSWK�FRXQWU\�VXUYH\�UHVXOWV�SURYLGH�TXDOLWDWLYH�UHYLHZV�RI�SXEOLF�VHUYLFH�GHOLYHU\�DQG�LQWHJULW\�ZKLFKVXJJHVW�WKDW�WKHUH�DUH�SUREOHP�DUHDV��%RWK�KRXVHKROGV�DQG�HQWHUSULVHV�SHUFHLYH�WKDW�WKH�TXDOLW\�RI�VHYHUDOSXEOLF�VHUYLFHV�WR�EH�UHODWLYHO\�SRRU����HVSHFLDOO\�FRXUWV��FXVWRPV�DQG�WD[�DXWKRULWLHV��URDG�VHUYLFHV��DQGSROLFH�� � 3XEOLF� FRUUXSWLRQ� LV� SHUFHLYHG� DV� D� OHDGLQJ� SUREOHP� IRU� FLWL]HQV� DQG� HQWHUSULVHV� RI� DOO� W\SHV�UDQNLQJ�ILUVW�RU�VHFRQG�IRU�DOO�JURXSV�DV�WKH�OHDGLQJ�FRQVWUDLQW��6RPH�IXQFWLRQV�RI�JRYHUQPHQW��VXFK�DV�WKHMXGLFLDU\��UHYHQXH�FROOHFWLRQ�ERGLHV��DQG�ERGLHV�PDQDJLQJ�SXEOLF�DVVHWV�DUH�UDWHG�SDUWLFXODUO\�SRRUO\��DQGGHVHUYH�SULRULW\�DWWHQWLRQ� LQ�UHIRUP�HIIRUWV��7KH� MXGLFLDU\� LV� UHSRUWHG�QRW�RQO\� WR�SURYLGH�VHUYLFH�RI� WKHSRRUHVW� TXDOLW\� EXW� DOVR� WR� UHTXLUH� ODUJH� EULEHV� RI� WKRVH� XVLQJ� LW�� � &XVWRPV�� EXVLQHVV� OLFHQVHV�� SROLFH�VWDQGDUG�LQVSHFWLRQV��DQG�WD[�DXWKRULW\�SURYLGH�SRRU�TXDOLW\�VHUYLFHV�DQG�UHTXLUH�WKH�ODUJHVW�EULEHV�IURPHQWHUSULVHV�
�����&RVWV�RI�:HDN�*RYHUQDQFH�DQG�&RUUXSWLRQ6XUYH\�UHVXOWV�VKRZ�WKDW�WKH�SHUFHSWLRQ�RI�ZHDN�DJHQF\�SHUIRUPDQFH�LV�FORVHO\�UHODWHG�WR�WKH�SHUFHSWLRQRI ZHDN�LQWHJULW\���)XUWKHUPRUH��EULEHV�DUH�IRXQG�WR�EH�DVVRFLDWHG�ZLWK�SRRU�VHUYLFH�TXDOLW\�UDWLQJV�±�WKDWLV��SD\LQJ�EULEHV�LV�QRW�YLHZHG�DV�FRQWULEXWLQJ�WR�EHWWHU�VHUYLFH�GHOLYHU\���,Q�DGGLWLRQ��WKH�VXUYH\�VXJJHVWVWKDW�ZHDN�JRYHUQDQFH�PD\�EH�ORVLQJ�WKH�JRYHUQPHQW�UHYHQXH��ERWK�WKURXJK�HYDVLRQ�RI�WD[HV�DQG�FXVWRPVGXWLHV�DQG� WKURXJK�GLYHUVLRQ�RI�UHVRXUFHV�IURP�WKHLU�LQWHQGHG�GHVWLQDWLRQ�� � ,Q� IDFW��ERWK�HQWHUSULVHV�DQGKRXVHKROGV�H[SUHVV�D�ZLOOLQJQHVV�WR�SD\�PRUH�IRU�JRRG�JRYHUQDQFH���1H[W��WKH�KRXVHKROG�VXUYH\�UHVXOWVVXJJHVW�WKDW�FRUUXSWLRQ�PD\�QRW�RQO\�ZHDNHQ�JRYHUQPHQW¶V�DELOLW\�WR�GHOLYHU�VHUYLFHV�WR�WKH�SRRU��EXW�DOVR

&RPSOHWHO\�
GLVDJUHH � � �

&RPSOHWHO\�
DJUHH

VHQLRU�PDQDJHPHQW � � �� �� ��
RWKHU � � �� �� ��

VHQLRU�PDQDJHPHQW � �� �� �� ��
RWKHU �� �� �� �� ��

SHUFHQWDJH�RI�UHVSRQGHQW

7DEOH����*HQXLQH�DQG�6LQFHUH�&RPLWPHQW�WR�)LJKW�&RUUXSWLRQ

�D��,Q�\RXU�
RUJDQL]DWLRQ�
�E��,Q�WKH�
JRYHUQPHQW�
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PD\�GLVSURSRUWLRQDWHO\�EXUGHQ�WKHP�WKURXJK�WKH�LQIRUPDO�SD\PHQWV�WKH\�PXVW�PDNH����)LQDOO\��HQWHUSULVHUHVSRQVHV� VWURQJO\� VXJJHVW� WKDW� IRUHLJQ� FRPSDQLHV� HQFRXQWHULQJ� FRUUXSWLRQ� DUH� GHWHUUHG� IURP� IXUWKHULQYHVWPHQWV�LQ�&DPERGLD�
����6RXUFHV�RI�6WURQJ�DQG�:HDN�*RYHUQDQFH7KH�GHWDLOHG�GDWD�RQ�RUJDQL]DWLRQV�FKDUDFWHULVWLF�DQG�RSHUDWLQJ�FRQGLWLRQV�FROOHFWHG�LQ�WKH�SXEOLF�RIILFLDOVVXUYH\�FRPELQHG�ZLWK�RWKHU�VXUYH\�UHVXOWV��SHUPLW�VRPH�VWURQJ�FRUUHODWLRQV�WR�EH�REVHUYHG�UHJDUGLQJ�WKHVRXUFHV� RI� VWURQJ� DQG� ZHDN� JRYHUQDQFH�� 7KH� GDWD� DYDLODEOH� IRU� &DPERGLD� VXJJHVW� WKDW� WKH� IROORZLQJIDFWRUV�PD\�LQIOXHQFH�SHUIRUPDQFH�DQG�LQWHJULW\�

�� :DJH�OHYHOV�DQG�WLPHOLQHVV�RI�SD\PHQW��� $SSURSULDWH�PDWFK�EHWZHHQ�ILQDQFLDO�UHVRXUFHV�DQG�DVVLJQHG�WDVNV��� 3HUVRQQHO� PDQDJHPHQW� SUDFWLFHV� ZKLFK� UHZDUG� PHULW� DQG� SURIHVVLRQDOLVP� FRPELQHG� ZLWKIUHTXHQW�SHUIRUPDQFH�HYDOXDWLRQ��� %XGJHW�PDQDJHPHQW�SUDFWLFHV�WKDW�DUH�FOHDU�DQG�WUDQVSDUHQW��� ,QIRUPDWLRQ�DQG�NQRZOHGJH�WKDW�IORZ�HIILFLHQWO\�ZLWKLQ�DQG�DFURVV�RUJDQL]DWLRQV��� 3HQDOW\�V\VWHPV�WKDW�DUH�LPSDUWLDOO\�DSSOLHG�LQ�WKH�QHFHVVDU\�FDVHV������ (IIHFWLYH�FRPSODLQW�PHFKDQLVPV�WKDW�DUH�OLQNHG�WR�SHQDOW\�V\VWHPV�
7KH� VXUYH\V� UHYHDO� VWURQJ� VXSSRUW� ZLWKLQ� JRYHUQPHQW� IRU� JRYHUQDQFH� UHIRUP� DQG� DQWL�FRUUXSWLRQPHDVXUHV���2IILFLDOV�ILQG�D�ZLGH�YDULHW\�RI�PHDVXUHV�KHOSIXO��DQG�WKH�IROORZLQJ�YHU\�KHOSIXO��� (VWDEOLVKLQJ�D�OLYLQJ�ZDJH�IRU�SXEOLF�RIILFLDOV��� (VWDEOLVKLQJ�SHUVRQQHO�PDQDJHPHQW�V\VWHP�LQ�WKH�SXEOLF�VHFWRU��ZKHUH�FRPSHQVDWLRQ�DQGSURPRWLRQ�DUH�VSHFLILFDOO\�EDVHG�RQ�SHUIRUPDQFH��� *UHDWHU�RYHUVLJKW�RI�JRYHUQPHQW�IXQFWLRQV�E\�WKH�JHQHUDO�SXEOLF�DQG�FLYLO�VRFLHW\��� 5HJXODU�GHFODUDWLRQ�RI�DVVHWV�RI�SXEOLF�RIILFLDOV�
7KH�VXSSRUW�H[SUHVVHG�E\�SXEOLF�RIILFLDOV��FRPELQHG�ZLWK�WKH�ZLOOLQJQHVV�WR�SD\�H[SUHVVHG�E\�KRXVHKROGVDQG�HQWHUSULVHV��VXJJHVW�D�SRVLWLYH�HQYLURQPHQW�IRU�JRRG�JRYHUQDQFH�DQG�DQWL�FRUUXSWLRQ�UHIRUPV�
%��1H[W�6WHSV
7KH� VWXG\� KDV� VKRZQ� WKDW� FLWL]HQV�� HQWHUSULVHV� DQG� KRXVHKROGV� DUH� HDFK� ZLOOLQJ� WR� FRQWULEXWH� WR� WKHVROXWLRQ�WR�WKH�JRYHUQDQFH�FKDOOHQJH���7KH�QH[W�VWHS�LV�IRU�UHSUHVHQWDWLYHV�RI�WKH�JRYHUQPHQW��FLYLO�VRFLHW\DQG�WKH�SULYDWH�VHFWRU�WR�PHHW�WRJHWKHU��WR�OHDUQ�IURP�HDFK�RWKHU�DQG�IURP�WKH�LQ�GHSWK�GLDJQRVWLF�HYLGHQFHDYDLODEOH�� DQG� WR� DJUHH� RQ� DQ� DFWLRQ� SODQ� WR� EHJLQ� WR� DGGUHVV� WKH� GHHS� DQG� SHUYDVLYH� JRYHUQDQFHZHDNQHVVHV� LPSHGLQJ� &DPERGLD¶V� GHYHORSPHQWV�� � 'RQRUV�PXVW� SOD\� D� NH\� IDFLOLWDWLYH� DQG� VXSSRUWLYHUROH��EXW�WKH�IXQGDPHQWDO�ZRUN�LV�IRU�&DPERGLDQV�
7KLV�UHSRUW�KDV�SURYLGHG�DQ�HPSLULFDO�EDVLV�IRU�GHYHORSLQJ�D�FRQFUHWH�DFWLRQ�SODQ���,W�LGHQWLILHV�SUREOHPV�SDUWLFXODU� DUHDV� RI� ZHDN� JRYHUQDQFH�� SXEOLF� DGPLQLVWUDWLYH� FKDUDFWHULVWLFV� DVVRFLDWHG� ZLWK� ZHDNJRYHUQDQFH�� DQG� HYHQ� UHIRUP�PHDVXUHV� VXSSRUWHG� E\� SXEOLF� RIILFLDOV�� � 7KLV� VWXG\� LV� LQWHQGHG� ERWK� WRFRPSOHPHQW�RWKHU� UHFHQW� DQG�RQJRLQJ�ZRUN� DQG� WR� SURYLGH� D� IDFWXDO�EDVLV� IRU� JUHDWHU� FRQVHQVXV� DERXWZKDW� LV� WR� EH� GRQH�� 6RPH� ILQGLQJV� RI� WKH� UHSRUW� PD\� EH� FRPSOHPHQWHG� E\� D� QDUURZHU�� PRUH� IRFXVHGGLDJQRVWLF�ZRUN��)RU�H[DPSOH��WR�KHOS�XQGHUVWDQG�UHODWLYHO\�ORZ�TXDOLW\�UDWLQJ�RI�SXEOLF�VHUYLFHV�IRXQG�LQWKH�VXUYH\��D�PRUH�GHWDLOHG�VWXG\�RQ�WKH�SURFHVV�RI�SXEOLF�VHUYLFH�GHOLYHU\�FDQ�EH�FDUULHG�RXW��$OVR��SXEOLFRIILFLDO¶V�FRQFHUQ�DERXW�ORZ�VDODULHV�H[SUHVVHG�LQ�WKH�VXUYH\�FDQ�EH�DQDO\]HG�E\�GHWDLOHG�UHYLHZ�RI�VDODU\VWUXFWXUH�
���7KH�UHVXOWV�SUHVHQWHG�KHUH�DUH�EDVHG�RQ�D�OLPLWHG�OLVW�RI�RUJDQL]DWLRQDO�IHDWXUHV�PHDVXUHG�E\�WKH�SXEOLFRIILFLDOV�OLVW���&OHDUO\��WKHUH�DUH�RWKHU�IDFWRUV�UHOHYDQW�WR�VWURQJ�JRYHUQDQFH�QRW�FDSWXUHG�E\�WKH�VXUYH\�
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7KLV�UHSRUW�ZLOO�EH�SUHVHQWHG�E\��WKH�:RUOG�%DQN�DW�WKH�&RQVXOWDWLYH�'RQRU�*URXS�PHHWLQJ�LQ�0D\�IRUGLVFXVVLRQ� RI� LWV� ILQGLQJV� DQG� LPSOLFDWLRQV�� 7KLV� UHSRUW� ZLOO� FRPSOHPHQW� WKH� LQIRUPDWLRQ� IURP� RWKHULQSXWV��VXFK�DV�WKH�*RYHUQDQFH�5HSRUW�SUHSDUHG�E\�WKH�$VLDQ�'HYHORSPHQW�%DQN�WR�GHYHORS�*RYHUQDQFHVWUDWHJ\� LQ� &DPERGLD�� � ,W� LV� H[SHFWHG� WKDW� WKHVH� UHSRUWV�� DQDO\VHV� DQG� ILQGLQJV�� ZLOO� EH� XVHG� E\� WKH*RYHUQPHQW� XQGHU� WKH� OHDGHUVKLS� RI� WKH� 2IILFH� RI� WKH� &RXQFLO� RI� 0LQLVWULHV� DQG� YDULRXV� VWDNHKROGHUJURXSV� WR� IXUWKHU� GHYHORS�� LQ� WKH� PRQWKV� WR� FRPH�� WKH� *RYHUQDQFH� $FWLRQ� 3ODQ� GUDIWHG� E\� WKH*RYHUQPHQW���)RU�VXFK�D�VWUDWHJ\�WR�VXFFHHG��*RYHUQPHQW�PXVW�HQJDJH�LQ�WKLV�HIIRUW�QRW�RQO\�LWV�LQWHUQDOUHVRXUFHV�DQG�ZLOO��EXW�DOVR�FLYLO�VRFLHW\��SULYDWH�VHFWRU��DQG�GRQRUV�
� 2QFH�WKH�*RYHUQPHQW�KDV�UHYLHZHG�WKH�GRFXPHQW�DQG�HQGRUVHG�LWV�FRQWHQW��DQG�EHIRUH�WKH�FRQVXOWDWLRQVRQ WKH�GUDIW�*RYHUQDQFH�$FWLRQ�3ODQ�DUH�ODXQFKHG��PLG�-XO\���WKH�GRFXPHQW�ZLOO�EH�SXEOLVKHG�DV�D�MRLQWGRFXPHQW�� ZLWK� *RYHUQPHQW� DQG� :RUOG� %DQN� DXWKRUVKLS�� � � ,W� ZLOO� EH� ZLGHO\� GLVVHPLQDWHG� � E\� WKH*RYHUQPHQW�LQ�.KPHU�DQG�(QJOLVK�DW�D�PDMRU�1DWLRQDO�*RYHUQDQFH�:RUNVKRS�WR�EH�KHOG�PLG�-XO\����7KLVZRUNVKRS� ZLOO� KHOS� EXLOG� VXSSRUW� DQG� PRPHQWXP� IRU� UHIRUP� IRUPLQJ� D� EURDG� FRDOLWLRQ� WR� LPSURYHJRYHUQDQFH�DQG�FXUE�FRUUXSWLRQ�LQ�&DPERGLD�� �$OO�PDMRU�VWDNHKROGHUV�ZLOO�DWWHQG�WKLV�ZRUNVKRS��ZKLFKZLOO�EH�RSHQ� WR� WKH�SUHVV�� �7KH� VXFFHVV�RI� WKLV� LQLWLDWLYH�� DV�QRWHG�E\�KLV�([FHOOHQF\�+81�6(1� LQ� WKHFRQIHUHQFH� RQ� 'HPRFUDF\�� *RRG� *RYHUQDQFH�� DQG� 7UDQVSDUHQF\�� FULWLFDOO\� GHSHQGV� RQ� WKH� DFWLYHSDUWLFLSDWLRQ�RI�DOO�SOD\HUV�FRQFHUQHG�
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$33(1',;����'LVWULEXWLRQ�RI�3XEOLF�2IILFLDOV�6XUYH\�6DPSOH�E\�2UJDQL]DWLRQ

2UJDQL]DWLRQ
QXPEHU�RI�
LQWHUYLHZV

SHFHQW�RI�
VDPSOH

2IILFH�RI�&RXQFLO�RI�0LQLVWHUV �� ����
7D[�'HSDUWPHQW �� ����
&XVWRPV�'HSDUWPHQW �� ����
'HSDUWPHQW�RI�6WDWH�%XGJHW �� ����
7UHDVXUHU � ����
'HSDUWPHQW�RI�6WDWH�$VVHWV � ����
0LQLVWU\�RI�&RPPHUFH �� ����
0LQLVWU\�RI�,QGXVWU\��0LQH�DQG�(QHUJ\ �� ����
0LQLVWU\�RI�3ODQQLQJ � ����
0LQLVWU\�RI�7RXULVP �� ����
&'& � ����
&0$& �� ����
1DWLRQDO�%DQN�RI�&DPERGLD �� ����
0LQLVWU\�RI�(QYLURQPHQW �� ����
0LQLVWU\�RI�+HDOWK �� ����
6WDWH�+RVSLWDO�DQG�3ROLFOLQLFV �� ����
0LQLVWU\�RI�(GXFDWLRQ��<RXWK�DQG�6SRUW �� ����
6WDWH�(GXFDWLRQDO�,QVWLWXWHV�XQLYHUVLWLHV �� ����
0LQLVWU\�RI�6RFLDO�/DERU��DQG�<RXWK�5HK �� ����
0LQLVWU\�RI�$JULFXOWXUH�DQG�)RUHVWU\ �� ����
0LQLVWU\�RI�&RPPXQLFDWLRQV �� ����
0LQLVWU\�RI�3XEOLF�:RUN�DQG�7UDQVSRUW �� ����
0LQLVWU\�RI�8UEDQL]DWLRQ�DQG�/DQG �� ����
&LYLDO�$YLDWLRQ �� ����
'HSDUWPHQW�RI�(QWHUSULVH�5HJLVWU\ �� ����
0LQLVWU\�RI�-XVWLFH � ����
0LQLVWU\�RI�,QWHULRU���3ROLFH �� ����
0LQLVWU\�RI�,QWHULRU���7UDIILF�3ROLFH �� ����
/RFDO�&RXUWV �� ����
:DWHU�FRPSDQLHV �� ����
(OHFWULFLW\�FRPSDQLHV �� ����
3URYLQFH�JRYHUQPHQW �� ����
0XQLFLSDO�JRYHUQPHQW �� ����

7RWDO ���
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$33(1',;����%URDG�&DWHJRUL]DWLRQ�2I�3XEOLF�2UJDQL]DWLRQV

%URDG�FDWHJRULHV 3XEOLF�RUJDQL]DWLRQV
&HQWUDO�JRYHUQPHQW�DGPLQLVWUDWLRQ 2IILFH�RI�&RXQFLO�RI�0LQLVWHUV

$QWL�FRUUXSWLRQ�PLQLVWU\�FRPPLWWHH
6RFLDO�VHUYLFH 0LQLVWU\�RI�(GXFDWLRQ�

0LQLVWU\�RI�+HDOWK
2IILFH�RI�VRFLDO�ZHOIDUH

5HYHQXH�JHQHUDWLRQ &XVWRP�DXWKRULW\
7D[�DXWKRULW\

3XEOLF�UHVRXUFH�PDQDJHPHQW 'HSDUWPHQW�RI�6WDWH�$VVHWV�
0LQLVWU\�RI�$JULFXOWXUH�DQG�)RUHVWU\
6WDWH�EXGJHW�DXWKRULW\

/LFHQFLQJ�DQG�UHJLVWUDWLRQ &'&�
0LQLVWU\�RI�&RPPHUFH
1DWLRQDO�%DQN�RI�&DPERGLD
3XEOLF�UHJLVWU\��,'��SDVVSRUW�

/RFDO�JRYHUQPHQW 0XQLFLSDO�JRYHUQPHQW�
3URYLQFLDO�JRYHUQPHQW

-XGLFLDU\ &RXUWV�
2IILFH�RI�SURVHFXWRU�

/DZ�HQIRUFHPHQW�DQG�VHFXULWLHV 3ROLFH�H[FOXGLQJ�WUDIILF�SROLFH
7KH�DUPHG�IRUFHV�PLOLWDU\�
7UDIILF�SROLFH

3DUOLDPHQW 0HPEHUV�RI�1DWLRQDO�FRQJUHVV
3XEOLF�XWLOLWLHV�LQIUDVWUXFWXUH (OHFWULFLW\�SURYLGHU

0LQLVWU\�RI�3XEOLF�:RUN�DQG�7UDQVSRUW
3RVW�RIILFH
7HOHSKRQH�VHUYLFH�SURYLGHU
:DWHU�VHUYLFH�SURYLGHU
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$33(1',;����/HVVRQV�IURP�,QWHUQDWLRQDO�([SHULHQFH
,QWHUQDWLRQDO� H[SHULHQFH� VKRZV� WKDW� WKH� VROXWLRQ� WR� JRYHUQDQFH� SUREOHPV� RQO\� EHJLQV� ZLWK� H[SHUWGLDJQRVLV���$V�WKH�LQWURGXFWLRQ�QRWHV��WKH�VROXWLRQV�PXVW�EH�IRXQG�E\�FRPPLWWHG�PHPEHUV�RI�JRYHUQPHQW�FLYLO� VRFLHW\� DQG� WKH�SULYDWH� VHFWRU��ZRUNLQJ� LQ� D� SDUWLFLSDWRU\� DQG� WUDQVSDUHQW�PDQQHU� WR� DJUHH� RQ� WKHSUREOHP�DQG�RQ�DQ�DFWLRQ�SODQ�WR�DGGUHVV�WKH�SUREOHP��WKHQ�ZRUNLQJ�FROOHFWLYHO\�WR�LPSOHPHQW�VROXWLRQV�ILJXUH� ����� � 7KH\�PXVW� DUULYH� WRJHWKHU� DW� DQ� DJUHHG�XSRQ� VWUDWHJ\� DQG� SODQ� RI� DFWLRQ�� LQFOXGLQJ� ERWKVKRUW�DQG�ORQJ�WHUP�PHDVXUHV�GHVLJQHG�WR�VWUHQJWKHQ�JRYHUQDQFH�DQG�UHGXFH�FRUUXSWLRQ�

(DFK�VXUYH\� LV�RI�FRXUVH�� OLPLWHG�E\� WKH�H[SHULHQFH�DQG�SHUVSHFWLYH�RI�WKH�JURXS�UHVSRQGLQJ��DQG� WKHUHFDQ�EH�VRPH�V\VWHPLF�LVVXHV�WKDW�GR�QRW�IXOO\�HPHUJH�LQ�VXFK�DQ�DQDO\VLV�
6WUHQJWKHQLQJ�JRYHUQDQFH�LQYROYHV�D�FRPSOH[�PL[�RI�DSSURDFKHV�LQFOXGLQJ�UHIRUPV�LQ�HFRQRPLF�SROLFLHV�ILQDQFLDO� FRQWUROV�� SXEOLF� DQG� FLYLO� VRFLHW\� RYHUVLJKW�� WKH� OHJDO� V\VWHP� DQG� MXGLFLDU\�� DQG� FLYLO� VHUYLFH�ILJXUHV���D�DQG���E���%XW�WKHUH�LV�QR�RQH�UHFLSH�IRU�WKH�SHUIHFW�PL[�RI�WKHVH�HOHPHQWV��'LIIHUHQW�FRXQWULHVKDYH�SXUVXHG�D�YDULHW\�RI�GLIIHUHQW�LQLWLDO�VWHSV�DORQJ�WKH�ORQJ�SDWK�WR�JRRG�JRYHUQDQFH���6RPH�LPPHGLDWHDFWLRQV�� VXFK� DV� GHFODUDWLRQ� RI� RIILFLDOV¶� DVVHWV� DQG� HVWDEOLVKPHQW� RI� D� FRGH� RI� FRQGXFW� FDQ� EH� WDNHQTXLFNO\���2WKHUV��VXFK�DV�FRPSUHKHQVLYH�UHIRUP�RI�SHUVRQQHO�DQG�ILQDQFLDO�RYHUVLJKW�V\VWHPV��WDNH�ORQJHU�

)LJXUH�����&RDOLWLRQ�%XLOGLQJ
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3XEOLF�2YHUVLJKW�DQG�&LYLO�6RFLHW\�� 3DUOLDPHQWDU\�2YHUVLJKW� &LYLO�6RFLHW\�0HGLD�3DUWLFLSDWLRQ�� ,QGHSHQGHQW�$JHQF\�1*2� ,QWHUQDWLRQDO�&RPPXQLW\� &RDOLWLRQ�%XLOGLQJ�3URFHVV�� ³3RZHU�RI�'DWD´�(PSLULFDO�6XUYH\V

&LYLO�6HUYLFH�
� 3D\�,QFHQWLYHV
� 5HVWUXFWXULQJ� 0HULWRFUDF\
� 0RGHUQL]DWLRQ

*RRG�*RYHUQDQFH��$QWL�&RUUXSWLRQ�6WUDWHJ\���(OHPHQWV*RRG�*RYHUQDQFH��$QWL�&RUUXSWLRQ�6WUDWHJ\���(OHPHQWV

)LQDQFLDO�&RQWUROV�� )LQDQFLDO�0DQDJHPHQW� 3URFXUHPHQW�5HIRUP� %XGJHW�5HIRUP� $XGLW�6WDQGDUGV� 7UDQVSDUHQW�3URFXUHPHQW

6RXUFHV���:RUOG�%DQN �(&63( ��:RUOG�%DQN�,QVWLWXWH

*RRG�*RRG�
*RYHUQDQFH�*RYHUQDQFH�

(FRQRPLF�3ROLF\�� 0DFUR�6WDELOLW\ l %XGJHW�5HIRUP� 'HUHJXODWLRQ l &XVWRPV�5HIRUP� 7D[ 6LPSOLILFDWLRQl 7UDQVSDUHQW�3ULYDWL]DWLRQ

/HJDO�-XGLFLDO�� ,QGHSHQGHQFH� -XGLFLDO�5HIRUP�DQG�5HVWUXFWXULQJ� 0HULWRFUDWLF -XGLFLDO�$SSRLQWPHQWV� $'5 0HFKDQLVPV�$OWHUQDWLYHV

&LYLO�6HUYLFH�� 6DODU\�5HIRUP�LQ%ROLYLD�'LVFORVXUH�RI$VVHWV�LQ�%ROLYLD�DQG�*HRUJLD

([DPSOHV�RI�6WUDWHJLF�(OHPHQWV�LQ�9DULRXV�&RXQWULHV�([DPSOHV�RI�6WUDWHJLF�(OHPHQWV�LQ�9DULRXV�&RXQWULHV�

)LQDQFLDO�&RQWUROV�� 3URFXUHPHQW�5HIRUP�LQ
%ROLYLD��(FXDGRU�DQG
*HRUJLD

6RXUFHV���:RUOG�%DQN (&63( :RUOG�%DQN�,QVWLWXWH

*RRG�*RRG�
*RYHUQDQFH�*RYHUQDQFH�

(FRQRPLF�3ROLF\�� 'HUHJXODWLRQ�DQG�'HOLFHQVLQJ�LQ�%ROLYLD�5HIRUPLQJ�&XVWRPV�LQ�(FXDGRU�DQG�/DWYLD�7UDQVSDUHQW�3ULYDWL]DWLRQ�LQ�(FXDGRU�7D[�$GPLQLVWUDWLRQ�5HIRUP�LQ�/DWYLD�DQG�(FXDGRU�7D[�DQG�&XVWRPV�&RGH�5HIRUP�LQ�$OEDQLD

/HJDO�-XGLFLDO�� 5HIRUP�RI�6XSUHPH�&RXUW�LQ�%ROLYLD�&RPSHWHQF\�WHVW�RI�MXGJHV�LQ�*HRUJLD�
$OEDQLD�DQG�/DWYLD�,QWURGXFWLRQ�RI�0HGLDWLRQ�LQ�$OEDQLD

3XEOLF�2YHUVLJKW�DQG�&LYLO�6RFLHW\�� ,QWURGXFWLRQ�RI�2PEXGVPDQ�LQ�$OEDQLDQ
DQG�%ROLYLD�)RUPDWLRQ�RI�3ULYDWH�6HFWRU�&RDOLWLRQV
LQ�%ROLYLD�'LDJQRVWLF�6XUYH\V�LQ�PRVW�FRXQWULHV��1*2 PRQLWRULQJ�LQ�(FXDGRU�	�RWKHUV

)LJXUH���D�DQG���E
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ZZZ�ZRUOGEDQN�R

7KH�(VVHQFH�RI�$QWL�&RUUXSWLRQ�3URJUDPV��7KH�HVVHQWLDO�SULRULW\�IRU�VXFFHVVIXO�UHIRUP�LV�FKDQJLQJSROLFLHV� DQG� V\VWHPV�� UDWKHU� WKDQ� KXQWLQJ� IRU� LVRODWHG� FXOSULWV�� DGGLQJ� QHZ� ODZV� DQG� UHJXODWLRQV�� RUFDOOLQJ� IRU� D�PRUDO� UHQRYDWLRQ�� �:KHUH� WKHUH� LV� WKH� FRPELQDWLRQ� RI�PRQRSRO\� SOXV�RIILFLDO� GLVFUHWLRQPLQXV�DFFRXQWDELOLW\��0���'���$� �&���ZH�ZLOO�WHQG�WR�ILQG�FRUUXSWLRQ���:KHQ�SXEOLF�RIILFLDOV�DUH�SDLGPHDJHU� VDODULHV�ZLWKRXW� UHZDUGLQJ� SHUIRUPDQFH�� DQG�ZKHQ� SHQDOWLHV� DJDLQVW� WKH� FRUUXSW� DUH� UDUH� DQGPLOG��ZH�FDQ�H[SHFW�FRUUXSWLRQ�WR�IORXULVK���&RUUXSWLRQ�WHQGV�WR�EH�UHGXFHG�E\�WKH�VHSDUDWLRQ�RI�SRZHUV�FKHFNV�DQG�EDODQFHV��WUDQVSDUHQF\��D�JRRG�V\VWHP�RI�MXVWLFH��DQG�FOHDUO\�GHILQHG�UROHV��UHVSRQVLELOLWLHV�UXOHV�� DQG� OLPLWV�� � &RUUXSWLRQ� ORYHV� PXOWLSOH� DQG� FRPSOH[� UHJXODWLRQV� ZLWK� DPSOH� DQG� XQFKHFNDEOHRIILFLDO�GLVFUHWLRQ���&RUUXSWLRQ�WHQGV�QRW�WR�WKULYH�ZKHUH�WKHUH�LV�D�GHPRFUDWLF�FXOWXUH��FRPSHWLWLRQ��DQGJRRG�V\VWHPV�RI�FRQWURO�� DQG�ZKHUH�SHRSOH��HPSOR\HHV��FOLHQWV��RYHUVHHUV��KDYH� ULJKWV� WR� LQIRUPDWLRQDQG�ULJKWV�RI�UHGUHVV�6XFFHVVIXO�UHIRUPV�DGGUHVV�WKHVH�V\VWHPLF�SUREOHPV���$�VWUDWHJ\�DJDLQVW�FRUUXSWLRQ��WKHUHIRUH�VKRXOG�QRW�EHJLQ�RU�HQG�ZLWK�IXOPLQDWLRQ�DERXW�HWKLFV�RU�WKH�QHHG�IRU�D�QHZ�VHW�RI�DWWLWXGHV���,QVWHDG��LWVKRXOG� FROG�EORRGHGO\� ORRN� IRU� ZD\V� WR� UHGXFH� PRQRSRO\� SRZHU�� OLPLW� DQG� FODULI\� GLVFUHWLRQ�� DQGLQFUHDVH�WUDQVSDUHQF\��DOO�WKH�ZKLOH�WDNLQJ�DFFRXQW�RI�WKH�FRVWV��ERWK�GLUHFW�DQG�LQGLUHFW��RI�WKHVH�ZD\V�7KHUH� LV� DQRWKHU� FUXFLDO� SRLQW� LQ� GHVLJQLQJ� DQ� DQWL�FRUUXSWLRQ� VWUDWHJ\�� FRUUXSWLRQ� LV� D� FULPH� RIFDOFXODWLRQ��QRW�RI�SDVVLRQ���+DYLQJ�D�VWUDWHJ\�DOVR�PHDQV�WKDW�ZH�VKRXOG�XVXDOO\�QRW�DWWDFN�DOO�IRUPV�RIFRUUXSWLRQ� DW� RQFH�� � :H� PXVW� GLVWLQJXLVK� YDULRXV� W\SHV� RI� FRUUXSWLRQ�� � +DYLQJ� D� VWUDWHJ\� PHDQVGHYHORSLQJ�D�FOHDU�LGHD�RI�HQGV�DQG�PHDQV� LQ� WKH�VKRUW��PHGLXP��DQG� ORQJ� WHUPV�� �7R�EH�FUHGLEOH��DQDQWL�FRUUXSWLRQ�FDPSDLJQ�QHHGV�DQ�HDUO\�VXFFHVV�7KH�SURSRVHG�IUDPHZRUN�IRU�GHVLJQ�RI�DQ�DQWL�FRUUXSWLRQ�VWUDWHJ\� �ZKLFK� LV�RXWOLQHG� LQ�VRPHGHWDLO��LV�EDVHG�RQ�WKH�IROORZLQJ�HOHPHQWV��� 8QGHUVWDQGLQJ�FRUUXSW�V\VWHPV��ZKLFK�UHTXLUH�DQDO\WLFDO�WRROV��� 'LDJQRVLQJ�KRZ�VSHFLILF�FRUUXSW�V\VWHPV�QRZ�ZRUN��LQ�D�SDUWLFXODU�FRQWH[W��� 2YHUFRPLQJ�SROLWLFDO�DQG�EXUHDXFUDWLF�UHVLVWDQFH��DQG�JDUQHULQJ�VXSSRUW�
UJ�ZEL�JRYHUQDQFH


	The courts are rated very poorly in terms of their quality and efficiency of service delivery (Figures 4 and 5), and their integrity (Figure 9). Furthermore, the data suggest they are the destination of large bribes.  Infrequent use of courts by enterprises suggests they may have avoided using the formal court system.
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