%RVIRQ &RIHIH

SBIKHILFY SGYLVRU\ %RDUG
$QQXD0 SHSRUI

7KLV $QQXD0 SHSRUN LV LQIHQGHG R VXPPDUL]H IRU IKH 8QLYHUWLIN FRPPXQUIN\ ERIK
iKH PDIRU GHYHIRSPHQIV UHODIHG R %RWRQ &RWHJIHTV LQWHUFROOHILDIH DIKOHHLFV SURJUDP DQG
WKH SIKOHILFY $GYLVRUN\ %RDUGTV $$% SULPDUN DRILYLILHV GXULQJ #KH SUHFHGLQJ DFDGHPLF
\HDU OLQXIHV RI WKH $$%1V PHHILQJIV GXULQJ IKH SDVI \HDU DUH DSSHQGHG IR WKLV UHSRUK DV
S$IDFKPHQIV $ £ *

7KH <HDUYV +LIKILIKIWV

7KH \HDU VDZ PDQ\ VXFFHWHV IRU %& VIXGHQI DIKOHWHV ERWK DFDGHPLFDOO\ DQG
DIKOHILFDOO\ S IHZ RI IKHVH ZL00 EH VXPPDUL]JHG EHIRZ ,Q DGGLILRQ WKLV ZDV RXU VHFRQG
IX00 \HDU DV D PHPEHU RI KH $IDQILF &RDW &RQIHUHQFH $&&  ZKLFK HQIDLHG FRQILQXHG
DFDGHPLF FRIODERUDILRQ DPRQJ IKH PHPEHU VFKRRQV DV ZH00 DV DIKOHILF FRPSHILILRQ

$ $&& $FDCGHPLF &RIDERUDILRQ

7KH ,QIHU , QVILIXHLRQDO $FDGHPLF &RODERUDILYH DPRQJ $&& 8QLYHUVLILHY
PERY, PRHPEXOHG HWRBRQENHSDRIALIDIBIE Y RVD QRIS , $& YDFXUN

™ HYHIRS PHQI UHVHDUFK HIULS IR SSIULFD WIKLV SOVl VXPPHU 7KH VHFRQG DQQXD0 3OHHILQJ RI
IKH OLQGV" FRQIHUHQFH GHVLIQHG IR VKRZFDVH XQGHUJUDGXDIH UHVHDUFK DIl PHPEHU
LQVILIXILRQY ZDV KHOG DIl IKH SQLYHUVL\ R1 OLIJLQLD LQ $SULO DQG IRXU %& WIXGHQIV JDYH
SUHVHQIDILRQV RQ IIKHLU UHVHDUFK SURIHFIV YRU IXUIKHU GHIDLOV SOHDVH VHH KH FRQIHUHQFH
= HE VUIH ZZZ DFFLDF RUJ DQG KH %& SDJH

KIS ZZZ EF HGX RIILFHV LQIHUQDILRQDO DFFLDF KIP0

% S$FDGHPLF $FKLHYHPHQIV Rl ,QGLYLGXD( %& GWXGHQN SBHKOHIHY

$ QXPEHU RI %& WIXGHQI DIKOHIHV ZHUH UHFRJQLJHG IRU IKHLU DFDGHPLF
DFKLHYHPHQIV DQG SRIHQILDO IRU IXIXUH JUDGXDIH VIXG\ GXULQJ IKH SDVIl \HDU  ~HQQLIHU
ODXUHU /62( ZRPHQIV VRFFHU DQG &KULVIRSKHU = LWRQ %\UQH $ 6 PHQIV
VZLPPLQJ ZHUH DZDUGHG 1&$$S 3RVIJUDGXDIH 6EKRIDUVKLSY IRU GLWILQIXLVKHG
DFKLHYHPHQI LQ DFDGHPLFV DIKMHILFV DQG FRPPXQUN VHUYLFH ,Q DGGLILRQ $ULVRQ
$QGHVRQ $ 6 ZRPHQIV YROH\EDX SREHUI "LULFK &620 EDVHEDN DQG -HQQLIHU
ODXUHU ZHUH DX DZDUGHG $&& 3RVIJUDGXDIH 6FKRIDWKLSY S5 (DUJH QXPEHU R1 RIKH
VIXGHQI DIKOHIHV DOVR VKRZHG H[FHOOHQI DFDGHPLF SHUIRUPDQFH )RUH[DPSIH  VIXGHQI
DIKOHIHV DFKLHYHG EXPXODILYH *3SV Rl RU EHIIHU DV RI IKH HQG R1 UKH VSULQJ VHPHVIHU
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& 1&$$ OHDVXUHV RI 6WXGHQW BIKOHIH $F
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8QLYHUWLUIN  (1IRUIV KDYH EHHQ XQGHUZD\ IR LPSOHPHQW IKHVH UHFRPPHQGDILRQV ZKLFK
LQFOXGH D PRYH R1 1LQD0 UHVSRQVLELOLIN IRU FHUILILFDILRQ RT WKH HOLILELOLIN\ R1 DO VIIXGHQN
DHKOHIHV R WKH 8QLYHWUINYV 211LFH RI 6IXGHQW 6HUYLFHV  LRILILFDILRQ ZDV DOVR UHFHLYHG IIKLV
SDWIVSULQJ RIHKH XSFRPLQJ 1&$$ SIKHILFY &HUILILFDILRQ 7KLV LV IKH VHFRQG ILPH %&
KDV XQGHUJRQH WKH FHUILILFDILRQ SURFHW WKH ILUV KDYLQJ RFFXUUHG WHQ \HDUV DJR 7KH ILUW
PDIRU VWHS LQ IKH SURFHW LV WKH SUHSDUDHLRQ RI D VHOI VIXG\ RI WKH DIKCOHILFV SURJUDP +H0S
Z100 EH VROLFLIHG IURP D EURDG FURW VHFILRQ R1 KH 8QLYHUVLIN LQ SUHSDULQJ IIKLV VHOI VIIXG\
ZKLFK ZL00 EH GXH Dl IKH HQG RI IKH XSFRPLQJ DFDGHPLF \HDU 7KLV ZL00 EH IRWRZHG E\
1&$$ FRPPUIIHH UHYLHZ DQG DQ HYDOXDILRQ YLVLI LQ

( BUKOHILF 3V



VFKHGX0HV Y%6HIZHHW



FRPPXQLFDILRQ EHIZHHQ WKH DFDGHPLF DQG DIKOHILF SURJUDPV DQG ZH DUH DOZD\V RSHQ IR
\RXU TXHVILRQV RU RIIKHU LQSXW

7KH SIKOHILFV $GYLVRU\ %RDUG

5REHUI %0RRP /DZ -XGUIK 6KLQGX0 SRIKVFKLIG &621
6XVDQ %UXFH /62 ( 3DX0 6SDJIQRIL  +LWIRUN\

ODU\ (00HQ )XURQ /62( 5LFKDUG 7UHVFK  (FRQRPLFV

/\QQ /\HUO\ +LVIRU\ SREHUI 7DJJDUI &620 &KDW DQG

OLFKDH0 ODIHF  6RFLRIRJIN )DFXON $IKOHILFY SHSUHVHQIDILYH



$5% $QQXD0 SHSRUK SIDFKPHI $

OLQXIHV RI WKH SHKOHILFY SGYLVRUN %RDUG OHHILQJ
2FIREHU
$0O 30
YXOIRQ +D00

OHPEHUV SUHVHQH 6XVDQ %UXFH Z\QQ /\HU\ OLNH ODHF -XG\ 6KLQGX0 SR
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FRQIXQFILRQ ZLIK ILUVI -DPHV / 6KX0PDQ DQG VXEVHTXHQIO\ 6DUDK $ /HYLQ KDYH UDLVHG
TXHWILRQV DERXW ZKHIKHU lIKH HGXFDILRQDO H[SHULHQFH R1 VIXGHQH DKOHIHV LV FR PSDUDEOH IR
WKRVH RI RIKHU VIXGHQIV RQ 8 6 FRWHJH FDPSXVHV DQG ZKHIIKHU DQ\ GLYLGH EHIZHHQ

DIIKOHIILFV DQG DFDGHF












FIDW E






$5% HQQXDI SHSRUI S$IIDFKPHQI &



3RWLEH SHPHGLHV IR



DHKOHIHV DUH WROG LQ DGYDQFH WKDW KH\ ZL00 IDFH FKDOOHQJHV EXW WKDW QR D00 RI WKHP
DSSUHFLDHH IKH IuXH PDJQLIXGH R1 lIKHVH FKDOOHQJHV i ZDV DOVR DVWHUWIHG KD IHDP PHPEHUWV
LQ KLIKHU SURILOH VSRUIV VRPHILPHV UHFHLYH PRUH FRPSOHIH LQIRUPDILRQ DERXW DYDLODEOH
VHUYLFHV DQG UHVRXUFHV DQG IIKDIF ZKLOH iKH VDPH UHVRXUFHV DUH DYDLODEOH §R DO0 VIWXGHQN
DIKOHIHV VRPH R1 IKHP DUH QRI IX00\ DZDUH R1 KDl Il ZDV DOVR VXJJHWIHG WKDI L PLIKII EH
XVHIX0 IR VHW DVLGH D GD\ LQ ZKLFK DQ DGPLQLVIUDIRU IURP HDFK V



$5% $QQXD0 SHSRUN S$IDFKPHQI =

OLQXIHV RI WKH SHKOHILFY SGYLVRU\ %RDUG OHHILQJ
YHEUXDU\
$0 30
)XOIRQ +D00

OHPEHUW SUHVHQI 6XVDQ %UXFH ODUN\ (00HQ )XOIRQ /\QQ Z\HUO\



VFKRODUVKLSV DQG QHZ IDFLOILHV +H VKRZHG IIKDI WRIDO GRQDWLRQV WR DWKOHILFV KDG ULVHQ
QHDUON VL[ 1R0G GXULQJ WKLV SHURG W IKH VDPH ILPH KRZHYHU VFKRODUKLS FRWIV KDYH DOVR
ULVHQ VXEVIDQILDOON +H DOVR VWUHVVHG IKH LPSRUIDQFH R1 FRPSOLDQFH ZLW



$&& PHPEHWKLS FDPH LQ WKH IRUP R1 QDILRQDO HLSRVXUH WKURXJK IHHYLVLRQ DQG RWKHU
PHGLD VRXUFHV DQG DVWRFLDILRQ ZLIK D QXPEHU RI KLIKO\ UDQNHG QDILRQDO XQLYHUVLHLHY

% 7KH ,PSDFI Rl \KH ORYH IR KH $&& RQ 7UDYH) 7LPH DQG OLWHG &IDVVHV

AXHVILRQV DURVH DERXI KRZ PXFK IKH PRYH IR IKH $&&






$5% $QQXD0 SHSRUN SIDFKPHQI

OLQXIHV RI WKH SHKOHILFY SGYLVRUN %RDUG OHHILQJ
ODUFK
$0 30
)XOIRQ +D00

OHPEHUWV SUHVHQH /\QQ /\HUO\ OINH OD(HF -XG\ 6KLQGX0 SRIKVFKLG %RE 7DJJDUN
" LFN 7UHVFK PHPEHU HHFI 3DX0 6SDJQRIL

OHPEHUV DEVHQI 6XVDQ %UXFH ODU\ (00HQ )



SURJUDP ) X00 WLPH WWDIT PHPEHUV DUH HQFRXUDJHG IR WKLQN R1 IKHPVHOYHV DV HGXFDIRUV
PHQIRUV DQG DGYLVRUV IR VIIXGHQI HPSOR\HHV DQG IR UDLQ WIXGHQI HPSOR\HHV LQ IKH
SULQFLSOHV RI UHVSHFW SRVLILYH DIlILIXGH J



3URJUDPV DQG 2WKHU 5HF 30H[ 8VH

JLQDOON -RKQ GHVFULEHG UHFUHDILRQDO SURJUDPV RITHUHG DQG RWKHU SHF 30H[ XVH 7KH 30H[
FXUUHQION RTTHWV SURJUDPV  RIIKHP QHZ WKLV \HDU LQ VXFK DUHDV DV DTXDILFV
LQGLYLGXDO ILIQHVWV DQG JURXS ILIQHVV 7KHVH DUH PDUNHIIHG IR IKH %& FRP PXQUIN IKURXJIK
WiKH = HE VliH SRWHUW EURFKXUHV DQG HPDLO PHWDJHV

, QIUDPXUD0 VSRUIV DINUDAIHG RYHU SDUILFLSDQIV LQ XS IURP XV RYHU LQ

L@  GLIHHUHQN VSRUIV ,Q UHVSRQVH IR TXHWILRQV SDUILFX0DUON DERXII LFH ILPH -RKQ
DFNQRZOHGJHG VKDl LQIUDPXUDO FOXE DQG YDUVLIN VSRUI XVH GRHV SRVH VFKHGX0LQJ FKDUHQJHV
IRU H[LWILQJ IDFLOLILHV

%& SHFUHDILRQ DOVR RYHUVHHV  FOXE VSRUIV. ZKLFK DIIUDFIHG RYHU SDUILFLSDQIV LQ
7KHVH VSRUIV DUH DUUDQJHG LQ WKUHH WLHUV DFFRUGLQJ WR UHTXLUHPHQIV IKH\ PXWi
PHHI DQG XQLYHUVLIN\ EHQHILIV IRU ZKLFK IKH\ DUH HOLJLEOH 6RPH TXHWILRQV DURVH DERXII WKH

IDFI WKDH FOXE VSRUIV 1D00 XQGHU #KH VXSHUYLVIRQ RI %& SHFUHDILRQ EXI UHFHLYH IKHLU 1XQGLQJ
IIRP



$5% $QQXD0 SHSRUN SIDFKPHQI )

OLQXIHV RI WKH SHKOHILFV SGYLVRU\ %RDUG OHHILQJ
$SUL0
$0 30
)XOIRQ +D00

OHPEHUWV SUHVHQI ODU\ (0HQ )XWRQ Z\QQ Z/\HUO\ OLNH ODIHF -XG\ 6KLQGX0
SRIKVFKLIG %RE 7DJJDUI ™ LFN 7UHVFK PHPEHU HOHFI 3DX0 6SDJQRIL

OHPEHW DEVHQI 6XVDQ %UXFH
*XHW %RVIRQ &RIHJH +HDG )RRIEDWN &RDFK -HIT -DIRG]LQVNL

7KH HQILUH PHHILQJ ZDV GHYRIHG IR DQ LQIRUPDO GLYVFXWLRQ ZWK %&



-HI1 VDLG WKDW KH FDUHIX00\ PRQLIRUV FIDVV DINHQGDQFH UHSRUIV IRU KLV IRRWEDO



FRPPXQUN\ EXLIGLQJ DV KH IHOW WKDII SOD



$5% $QQXD0 SHSRUN SIDFKPHQI >

OLQXWHV R1 WKH SWKOHILFY $GYLVRU\ %RDUG OHHIL
OD\
$0O 30

)XOIRQ +D00

OHPEHUWV SUHVHQH 6XVDQ %UXFH ODUN\ (00HQ )XUIRQ /\QQ /\HU\ Ol
7DJJIDU = LFN 7UHVFK PHPEHUW HOHFI %RE %0RRP 3DX0 6SDJQRIL
OHPEHUV DEVHQH -XG\ 6KLQGX0 SRIKVFKLIG

*XHVIl %RVIRQ &ROHIH SVWRFLDIH SIKOHILF = LUHFIRU DQG BHQLRU = RPH
“RG\ ORRUDGLDQ

7KH PHHILQJ ZDV GHYRWHG IR D GLVFXWLRQ RI TXHWILRQV GHYHIRSHG EN\ §
EDVHG RQ WKHL DQDONVLV RI VSULQJ VHPHWHU SUDFILFH DQG FRPSHILILRQ V
GLIHUHQI YDUVLIN\ VSRUIV

QJ

NH ODIHF %RE

IV $GPLQLVIUDIRU

5% PHPEHUY
KHGXOHV LQ lIKH

%DVHEDO0 ™ XULQJ SHULRGV ZKHQ HiKH IIHDP KDV PRUQLQJ SUDFILFH LQ iKH EXEE(H GR IIHDP
PHPEHU KDYH DQ\ I0H[LELOU\ RQ SUDFILFH" )RU H[DPSOH FRX0G D SOD\KU ¥DNH D



7KHUH LV D WIHDP OLIWWLPH DI 30O EXWHKLV LV 10H[LECH LI D iHDP PHPEHU QHHGV IR WDNH D
FODVV DIl IKDH KRXU ,Q JHQHUDO PDQ\ FRDFKHV ZLIK DIIHUQRRQ SUDFILFH ILPHV HQFRXUDJH WKHLU
SODNHUWV #R U\ R ILQLVK FODVVHV EN HDUON DIWHUQRRQ LI SRWLEOH VR WKDW IHZHU FODVVHV ZL00 EH
PLVVHG EHFDXVH R1 IUDYHO IRU FRPSHILILRQ -RG\ SRLQIHG RXWIKDIl ZRPHQTV EDVNHIEDQQ LV
VLPLIDU LQ WKDI iKH 30O RU 30 SHULRGV VKRZQ RQ IKH SUDFHLFH VFKHGXOH DUH QRW D00
#DNHQ XS EN\ SUDFiLFH DQG IIHDP PHHILQJV SDWKHU WKH FRDFK SUHIHUV WKDW SOD\HUV EH
DYDLODEOH GXULQJ WKRVH SHULRGV LI SRWLE(H EXW SID\HUW FDQWDNHD 30O FODVV LQ WKH VSULQJ
LI QHHGHG

+RZ GR SID\HUV ZRUN DURXQG IKH FRQIOLFIl EHIZHHQ IKH $&& 7RXUQDPHQI DQG RXU 1LOD0
H[DP SHULRG"

7HDP PHPEHWV I\ R UHVROYH DQ\ FRQIOLFIV RQ DQ LQGLYLGXDO EDVLY ZLIK IKHLU LQVIUXFIRUV
DQG DUH HQFRXUDJHG IR I\ ¥R ZRUN WKHVH RXIIl DV HDUON LQ iIKH VHPHWIHU DV SRWLE(H

O = 7UDFN 7KH VFKHGX(H VKRZV SUDFILFH INKRP = 30 DQG DJIDLQ IUIRP 30
RQ = HGQHVGD\ DQG )ULGD\ ™R DU WHDP PHPEHUV SDUILFLSDIH LQ ERIK VHWLRQV"

1R 3UDFILFH LV GLYLGHG DFFRUGLQJ R HYHQI 7KH HDUO\ SUDFILFH SHULRG LV IRU UXQQHWV ZKLOH
WKH ODIIHU SHULRG LV SULPDULON IRU ILHOG HYHQIV

$ PRUH JHQHUDO GLVFXVVLRQ IRIRZHG FRQFHUQLQJ VSRUIV LQ ZKLFK SUDFILFH DQG FRPSHILILRQ
VFKHGXO0HV GLFIDIH WKDW WIXGHQII DIKOHIIHV PD\ KDYH GLIILFXUN\ WDNLQJ FODWHV IRU ZKLFK WKH\
ZRX0G PLW IHZHU WKDQ #ZR 1X00 ZHHNV RI FODVW LH QR PRUHIIKDQ ILYH PLVVHG FODVVHV IRU
D O =) FIDW RUQR PRUHIIKDQ  PLVVHG FOIDVVHV IRUD 7 7+ FIDW  )RUWKH VSULQJ VHPHVIHU
$$% PHPEHUW LGHQILILHG EDVHEDW ZRPHQfV EDVNHIEDW PHQIV DQG ZRPHQIV JROI DQG
VRIWEDOO DV DSSHDULQJ IR 1D00 LQ WKDII FDIHIRUN - = KLOH DFNQRZ(HGJLQJ WIKDH WUDYHO VFKHGX0HV
IRU EDVHEDOO JROI DQG VRIWEDO0 SRVH VSHFLDO SUREHPV IRU IHDP PHPEHUV GXULQJ HIKH VSULQJ
VHPHWHU -RG\ GLG SRLQIIR VRPH PLILIDILQJ IDFIRUWV SV SUHYLRXVO\ GLVFXWHG ZRPHQfV
EDVNHWEDO0 DQG VRIWEDO0 GR KDYH VRPH I0H[LELOLIN\ DV IR IKH SUDFILFH WLPHV VKRZQ LQ IKH
VFKHGX0H ,Q DGGLILRQ WKH $&& VRINEDI VFKHGX0H INSLFDOO\ LQFOXGHV D GRXEHKHDGHU LQ
ZHHNHQG VHULHV ZKLFK UHGXFHV FODVWHV PLVVHG EHFDXVH RI WUDYH0 $&& EDVHEDO) INSLFDI0\
GRHV QRII' LQFOXGH GRXEHKHDGHW KRZHYHU LQ SDUIl EHFDXVH VRPH RI WKH VRXIKHUQ VFKRROV
FDQ DIIHUDFH UHDILYHON 0DUJH FURZGV SID\LQJ RQ IIKUHH VXFFHWLYH GD\V -RG\ DOVR SRLQIHG RXH
KD LQ JROI WHDP PHPEHW ZKR SHUIRUP SRRUO\ DFDGHPLFDOON LQ liKH 1D00 VHPHWHU GR QR
IUDYHO ZLIK WKH WHDP LQ WKH VSULQJ VHPHVIHU

6RPH $$% PHPEHUV H[SUHVHG D GHVLUH IRU DGGLILRQDO LQIRUPDILRQ DERXH iKH DRIXDO
DFDGHPLF VFKHGX0HV DQG DFDGHPLF SHUIRUPDQFH R1 IHDPV WKDW IDFH SDUILFX0DU VFKHGX0LQJ
FKDOHQJHV %RE 7DJJDUN DIUHHG IR JDWKHU VRPH LQIRUPDILRQ DQG SUHVHQI LW DI D IXIXUH
PHHILQJ LQ D ZD\ WKDIl ZRX(0G SUHVHUYH IKH DQRQ\PLIN RI LQGLYLGXDO VWXGHQI DIIKCHIHY

JLQDOON\ %RE 7DJJDUN HKDQNHG 6XVDQ %UXFH DQG /\QQ /\HUO\ ZKRVH HUHFIHG iHUPV DUH
FRPLQJ IR DQ HQG IRU IKHLU VHUYLFH RQ WKH SIIKOHILFV SGYLVRUN %RDUG WKH SDVI IKUHH \HDUV



