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7KH <HPHQ $FFRXQWDELOLW\ 3URMHFW �³<$3´� LV D VWXGHQW OHG�LQLWLDWLYH EDVHG DW &DVH :HVWHUQ
5HVHUYH 8QLYHUVLW\ 6FKRRO RI /DZ DQG DIILOLDWHG ZLWK WKH *OREDO $FFRXQWDELOLW\ 1HWZRUN
�³*$1´�� 7KH RSLQLRQV� FRQFOXVLRQV� DQG UHFRPPHQGDWLRQV FRQWDLQHG LQ WKLV UHSRUW GR QRW
QHFHVVDULO\ UHIOHFW WKH YLHZV RI &DVH :HVWHUQ 5HVHUYH 8QLYHUVLW\ RU LWV 6FKRRO RI /DZ�

*$1 LV D FROOHFWLYH RI LQWHUQDWLRQDO FULPLQDO SURVHFXWRUV DQG SUDFWLWLRQHUV ZKR VXSHUYLVH DQG
ZRUN ZLWK ODZ VWXGHQWV RQ VSHFLILF DWURFLW\ SURMHFWV IRU 6\ULD� <HPHQ� 9HQH]XHOD� 8NUDLQH� DQG
WKH 3DFLILF 5LP� <$3¶V VWXGHQW UHVHDUFKHUV DQG DQDO\VWV JDWKHU RSHQ�VRXUFH HYLGHQFH RI
SRWHQWLDO ZDU FULPHV DQG FULPHV DJDLQVW KXPDQLW\ FRPPLWWHG GXULQJ WKH <HPHQ &LYLO :DU WR
DVVLVW ZLWK IXWXUH SURVHFXWLRQV XQGHU WKH UHOHYDQW LQWHUQDWLRQDO OHJDO VWDQGDUGV�
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7KLV ZKLWH SDSHU H[DPLQHV WKH YDULRXV DUHDV LQ ZKLFK WKH <HPHQ &LYLO :DU KDV LPSDFWHG
<HPHQ¶V FKLOGUHQ DQG WKH OHJDO SURYLVLRQV XQGHU ERWK LQWHUQDWLRQDO KXPDQ ULJKWV ODZ �³,+5/´�
DQG LQWHUQDWLRQDO KXPDQLWDULDQ ODZ �³,+/´� SRWHQWLDOO\ YLRODWHG WKURXJK WKHVH LPSDFWV� ,Q
DGGLWLRQ WR XQODZIXO WDUJHWLQJ RU LQGLVFULPLQDWH NLOOLQJ RI FKLOGUHQ GXULQJ DUPHG DWWDFNV� WKLV
ZKLWH SDSHU H[DPLQHV WKH ZD\V LQ ZKLFK WKH SDUWLHV WR WKH <HPHQ FRQIOLFW KDYH FDXVHG D GHFOLQH
LQ FKLOGUHQ¶V SK\VLFDO DQG PHQWDO KHDOWK� LQWHUIHUHG ZLWK DFFHVV WR FKLOGKRRG HGXFDWLRQ� ZRUVHQHG
SRYHUW\ OHYHOV� SHUSHWXDWHG WKH SUHYDOHQFH RI IRUFHG FKLOG PDUULDJH� GLVSODFHG FKLOGUHQ IURP WKHLU
IDPLOLHV� DQG IRUFHG FKLOGUHQ WR VHUYH DV VROGLHUV WKURXJKRXW WKH <HPHQ FRQIOLFW�

%DVHG RQ WKLV HYLGHQFH� WKH <HPHQ $FFRXQWDELOLW\ 3URMHFW FRQFOXGHV WKDW WKH 6DXGL�OHG
&RDOLWLRQ� +RXWKLV� DQG <HPHQL JRYHUQPHQW KDYH YLRODWHG WKHLU REOLJDWLRQV WR SURWHFW FKLOGUHQ
XQGHU ,+/ DQG ,+5/� 7KH SHUSHWUDWRUV RI WKHVH YLRODWLRQV PXVW IDFH MXVWLFH� PLWLJDWH WKHLU
YLRODWLRQV¶ DGYHUVH HIIHFWV� DQG SURYLGH UHOLHI WR FKLOGUHQ LQ <HPHQ� 7KH SXUSRVH RI WKLV ZKLWH
SDSHU LV WR SURYLGH HYLGHQFH RI ,+5/ DQG ,+/ YLRODWLRQV LQYROYLQJ FKLOGUHQ DQG RIIHU SRWHQWLDO
DYHQXHV IRU DFFRXQWDELOLW\�

,� ,1752'8&7,21

$� 2YHUYLHZ

7KLV ZKLWH SDSHU DVVHVVHV WKH YDULRXV ZD\V LQ ZKLFK WKH <HPHQ &LYLO :DU KDV LPSDFWHG
FKLOGUHQ� IURP LQMXULHV DQG IDWDOLWLHV GLUHFWO\ UHVXOWLQJ IURP DWWDFNV WR LQWHUIHUHQFH ZLWK KHDOWK
VHUYLFHV� QXWULWLRQ� HGXFDWLRQ� DQG IDPLO\ OLIH� 7KLV SDSHU LGHQWLILHV WKH SHUSHWUDWRUV RI WKH FULPHV
FUHDWLQJ WKHVH LPSDFWV DQG LGHQWLILHV OHJDO SURYLVLRQV WKURXJK ZKLFK LQWHUHVWHG SDUWLHV FDQ KROG
WKHVH SHUSHWUDWRUV DFFRXQWDEOH� 3DUW , VXPPDUL]HV WKH <HPHQ &LYLO :DU� WKH FLUFXPVWDQFHV WKDW
FUHDWHG WKH FRQIOLFW� DQG WKH PDLQ SDUWLHV LQYROYHG� 3DUW ,, LGHQWLILHV \HDUO\ DQG WKHPDWLF WUHQGV LQ
DWWDFNV GLUHFWHG DJDLQVW RU WKDW LQGLUHFWO\ LPSDFW FKLOGUHQ� 3DUW ,,, LGHQWLILHV OHJDO SURYLVLRQV LQ
ERWK ,+5/ DQG ,+/ WKDW FUHDWH OLDELOLW\ IRU WKHVH DWWDFNV DQG DQDO\]HV WKH SUHYLRXVO\ HVWDEOLVKHG
HYLGHQFH XQGHU WKRVH SURYLVLRQV� 3DUW ,9 DVVHVVHV FKDOOHQJHV ZLWK H[LVWLQJ DFFRXQWDELOLW\
PHFKDQLVPV DQG PDNHV UHFRPPHQGDWLRQV IRU SRWHQWLDOO\ YLDEOH DYHQXHV IRU DFFRXQWDELOLW\�
)LQDOO\� 3DUW 9 UHFRPPHQGV KRZ VWDNHKROGHUV PD\ DGGUHVV WKH <HPHQ &LYLO :DU¶V LPSDFW RQ
FKLOGUHQ DQG DLG IXWXUH SURVHFXWLRQV RU ODZVXLWV�

%� 7KH <HPHQ &LYLO :DU

7KH <HPHQ &LYLO :DU VWHPV IURP ORQJ�VWDQGLQJ WHQVLRQV EHWZHHQ WKH +RXWKLV� D =D\GL
6KLD JURXS IURP QRUWKHUQ <HPHQ�� DQG <HPHQ¶V IRUPHU GLFWDWRULDO SUHVLGHQW� $OL $EGXOOD 6DOHK��
$IWHU WKH ���� $UDE 6SULQJ SURWHVWV� 6DOHK WUDQVIHUUHG SRZHU WR KLV YLFH SUHVLGHQW DW WKH WLPH�
$EG 5DEER 0DQVRXU +DGL� EXW ZLGHVSUHDG SROLWLFDO LQVWDELOLW\ SHUVLVWHG�� 7KLV LQVWDELOLW\
HVFDODWHG LQ 6HSWHPEHU ����� ZKHQ WKH +RXWKL UHEHOV FDSWXUHG <HPHQ¶V FDSLWDO FLW\ RI 6DQD¶D LQ

� .DOL 5REHUWVRQ� <HPHQ¶V 7UDJHG\� :DU� 6WDOHPDWH� DQG 6XIIHULQJ� &281&,/ 21 )25(,*1 5(/� �)HE� �� ������
KWWSV���ZZZ�FIU�RUJ�EDFNJURXQGHU�\HPHQ�FULVLV�

� 4 	 $ RQ WKH &RQIOLFW LQ <HPHQ DQG ,QWHUQDWLRQDO /DZ� +80$1 576 :$7&+ �$SU� �� ������
KWWSV���ZZZ�KUZ�RUJ�QHZV������������T�FRQIOLFW�\HPHQ�DQG�LQWHUQDWLRQDO�ODZ�

� 4 	 $ RQ WKH &RQIOLFW LQ <HPHQ DQG ,QWHUQDWLRQDO /DZ� +80$1 576 :$7&+ �$SU� �� ������
KWWSV���ZZZ�KUZ�RUJ�QHZV������������T�FRQIOLFW�\HPHQ�DQG�LQWHUQDWLRQDO�ODZ� >KHUHLQDIWHU 4 	 $ RQ WKH &RQIOLFW LQ
<HPHQ@�
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6HSWHPEHU ����� DQG HIIHFWLYHO\ RXVWHG 3UHVLGHQW +DGL LQ -DQXDU\ ������ 'HVSLWH WKLV� 3UHVLGHQW
+DGL¶V JRYHUQPHQW UHPDLQV WKH LQWHUQDWLRQDOO\�UHFRJQL]HG GH MXUH JRYHUQPHQW RI <HPHQ��

7KH <HPHQ &LYLO :DU RIILFLDOO\ EHJDQ LQ 0DUFK ����� ZKHQ D FRDOLWLRQ RI VWDWHV OHG E\
6DXGL $UDELD DQG DFWLQJ RQ EHKDOI RI 3UHVLGHQW +DGL¶V JRYHUQPHQW �³6DXGL�OHG &RDOLWLRQ´�
LQLWLDWHG DQ DLUVWULNH FDPSDLJQ RQ WKH +RXWKLV WR UHVWRUH WKH +DGL JRYHUQPHQW¶V DXWKRULW\ LQ WKH
FRXQWU\�� $FFRUGLQJO\� WKH RQJRLQJ FRQIOLFW KDV SULPDULO\ LQYROYHG WKH ,UDQLDQ�VXSSRUWHG +RXWKL
UHEHOV DQG WKH 6DXGL�OHG &RDOLWLRQ�� 7KH ,VODPLF 6WDWH �³,6,6´� DQG $O�4DHGD RI WKH $UDELDQ
3HQLQVXOD �³$4$3´� KDYH DOVR SDUWLFLSDWHG LQ WKH FRQIOLFW WR D OHVVHU GHJUHH�� 6LQFH ����� WKHVH
SDUWLHV KDYH FDXVHG VHULRXV FLYLOLDQ FDVXDOWLHV DQG KDUPHG WKH FLYLOLDQ SRSXODWLRQ WKURXJK
VWUDWHJLHV LQFOXGLQJ WKH GH IDFWR EORFNDGH RQ <HPHQ¶V VHDSRUWV DQG WKH FORVXUH RI 6DQD¶D
,QWHUQDWLRQDO $LUSRUW��� 7RJHWKHU� WKHVH PLOLWDU\ DFWLYLWLHV KDYH FUHDWHG ZKDW LV DUJXDEO\ WKH ZRUVW
KXPDQLWDULDQ FULVLV LQ WKH ZRUOG� ZLWK D GHDWK WROO RI DW OHDVW ������ FLYLOLDQV DQG GLVSODFHPHQW RI
D IXUWKHU ��� PLOOLRQ DV RI ������� ,Q DGGLWLRQ WR <HPHQ¶V JHQHUDO FLYLOLDQ SRSXODWLRQ� DV WKLV
ZKLWH SDSHU ZLOO GHPRQVWUDWH� WKH ZDU¶V WROO KDV VLJQLILFDQWO\ LPSDFWHG <HPHQ¶V FKLOG SRSXODWLRQ�

7R VLWXDWH WKH <HPHQ &LYLO :DU ZLWKLQ WKH SURSHU OHJDO IUDPHZRUN� WKH *URXS RI (PLQHQW
,QWHUQDWLRQDO DQG 5HJLRQDO ([SHUWV RQ <HPHQ �³*URXS RI ([SHUWV´� KDYH GHVLJQDWHG WKH ZDU DV D
QRQ�LQWHUQDWLRQDO DUPHG FRQIOLFW �³1,$&´���� 1,$&V LQYROYH FRQIOLFWV EHWZHHQ D VWDWH DQG D
QRQ�VWDWH DUPHG JURXS��� 2YHU WKH \HDUV� PXOWLSOH VWDWHV KDYH MRLQHG WKH FRQIOLFW� ZLWK WKH
6DXGL�OHG &RDOLWLRQ VXSSRUWLQJ +DGL¶V JRYHUQPHQW WR FRPEDW WKH QRQ�VWDWH DFWRU� WKH +RXWKL
UHEHOV� VXSSRUWHG E\ ,UDQ±RIILFLDOO\ GHVLJQDWLQJ WKH FRQIOLFW D 1,$&��� ,Q 1,$&V� OHJDO
REOLJDWLRQV DULVH XQGHU ERWK FXVWRPDU\ LQWHUQDWLRQDO ODZ DQG WUHDW\ ODZ��� $OO SDUWLHV WR WKH

�� 6RXUFHV RI ,+/� 7UHDWLHV DQG FXVWRPDU\ ODZ� ,17¶/ &200� 5(' &5266 �ODVW DFFHVVHG -XQ� ������
KWWS���LU�LFUF�RUJ�HQ�LQWHUQDWLRQDO�KXPDQLWDULDQ�ODZ�VRXUFHV�LKO�WUHDWLHV�FXVWRPDU\�ODZ��

�� 6HH 8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV
VLQFH 6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&����&53�� �������

�� 8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV
VLQFH 6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&������� �������

�� 8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV
VLQFH 6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&����&53�� �������

�� +XPDQLWDULDQ FULVLV LQ <HPHQ UHPDLQV WKH ZRUVW LQ WKH ZRUOG� ZDUQV 81� 81 1(:6 �)HE� ��� ������
KWWSV���QHZV�XQ�RUJ�HQ�VWRU\�����������������

�� 8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV
VLQFH 6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&������ �������

� 7KH 6DXGL�OHG &RDOLWLRQ LQFOXGHV VXSSRUW IURP WKH 8QLWHG 6WDWHV� )UDQFH� *HUPDQ\� DQG WKH 8QLWHG .LQJGRP� .DOL
5REHUWVRQ� <HPHQ¶V 7UDJHG\� :DU� 6WDOHPDWH� DQG 6XIIHULQJ� &281&,/ 21 )25(,*1 5(/� �)HE� �� ������
KWWSV���ZZZ�FIU�RUJ�EDFNJURXQGHU�\HPHQ�FULVLV�

� 7KH 6DXGL�OHG &RDOLWLRQ LQFOXGHV VXSSRUW IURP WKH 8QLWHG 6WDWHV� )UDQFH� *HUPDQ\� DQG WKH 8QLWHG .LQJGRP� .DOL
5REHUWVRQ� <HPHQ¶V 7UDJHG\� :DU� 6WDOHPDWH� DQG 6XIIHULQJ� &281&,/ 21 )25(,*1 5(/$7,216 �)HE� �� ������
KWWSV���ZZZ�FIU�RUJ�EDFNJURXQGHU�\HPHQ�FULVLV�

� 7KH 6DXGL�OHG &RDOLWLRQ LQFOXGHV VXSSRUW IURP WKH 8QLWHG 6WDWHV� )UDQFH� *HUPDQ\� DQG WKH 8QLWHG .LQJGRP� .DOL
5REHUWVRQ� <HPHQ¶V 7UDJHG\� :DU� 6WDOHPDWH� DQG 6XIIHULQJ� &281&,/ 21 )25(,*1 5(/� �)HE� �� ������
KWWSV���ZZZ�FIU�RUJ�EDFNJURXQGHU�\HPHQ�FULVLV� 4 	 $ RQ WKH &RQIOLFW LQ <HPHQ DQG ,QWHUQDWLRQDO /DZ� +80$1 576

:$7&+ �$SU� �� ������ KWWSV���ZZZ�KUZ�RUJ�QHZV������������T�FRQIOLFW�\HPHQ�DQG�LQWHUQDWLRQDO�ODZ�

� 6HH 6�&� 5HV� ����� �$SULO ��� ������ 4 	 $ RQ WKH &RQIOLFW LQ <HPHQ DQG ,QWHUQDWLRQDO /DZ� +80$1 576 :$7&+

�$SU� �� ������ KWWSV���ZZZ�KUZ�RUJ�QHZV������������T�FRQIOLFW�\HPHQ�DQG�LQWHUQDWLRQDO�ODZ� 4 	 $ RQ WKH
&RQIOLFW LQ <HPHQ DQG ,QWHUQDWLRQDO /DZ� +80$1 576 :$7&+ �$SU� �� ������
KWWSV���ZZZ�KUZ�RUJ�QHZV������������T�FRQIOLFW�\HPHQ�DQG�LQWHUQDWLRQDO�ODZ�

� 4 	 $ RQ WKH &RQIOLFW LQ <HPHQ DQG ,QWHUQDWLRQDO /DZ� +80$1 576 :$7&+ �$SU� �� ������
KWWSV���ZZZ�KUZ�RUJ�QHZV������������T�FRQIOLFW�\HPHQ�DQG�LQWHUQDWLRQDO�ODZ�

� +RZ <HPHQ¶V FDSLWDO 6DQDD ZDV VHL]HG E\ +RXWKL UHEHOV� %%& �6HSW� ��� ������
KWWSV���ZZZ�EEF�FRP�QHZV�ZRUOG����������

�



FRQIOLFW� LQFOXGLQJ +DGL¶V <HPHQL JRYHUQPHQW� WKH 6DXGL±OHG &RDOLWLRQ� DQG QRQ�VWDWH DFWRUV�
LQFOXGLQJ WKH +RXWKL UHEHOV��� DUH ERXQG E\ FXVWRPDU\ LQWHUQDWLRQDO ODZ��� 7KLV LQFOXGHV WKH
FXVWRPDU\ ,+/ SULQFLSOHV RI GLVWLQFWLRQ� QHFHVVLW\� DQG SURSRUWLRQDOLW\��� (YHQ LQ DUHDV ZKHUH
+DGL¶V JRYHUQPHQW KDV ORVW FRQWURO� SRVLWLYH REOLJDWLRQV XQGHU FXVWRPDU\ LQWHUQDWLRQDO ODZ VWLOO
H[LVW��� $GGLWLRQDOO\� <HPHQ LV D SDUW\ WR DQG� WKHUHIRUH� ERXQG E\ WKH *HQHYD &RQYHQWLRQV RI
���� DQG $GGLWLRQDO 3URWRFRO ,,��� 6LPLODUO\� WKH *URXS RI ([SHUWV KDV DOVR FRQVLGHUHG ,6,6 DQG
$4$3 ERXQG E\ ,+/ EHFDXVH HDFK JURXS KDV HQJDJHG LQ SDUDOOHO 1,$&V ZLWK <HPHQ¶V
JRYHUQPHQW IRUFHV��� )RU WKHVH UHDVRQV� HDFK RI WKHVH SDUWLHV PD\ EH KHOG DFFRXQWDEOH IRU WKHLU
YLRODWLRQV RI ,+/� 7KH\ PD\ DOVR EH OLDEOH IRU ,+5/ YLRODWLRQV� LI MXULVGLFWLRQDOO\ DSSOLFDEOH�

)RU PRUH LQIRUPDWLRQ DERXW WKH <HPHQ &RQIOLFW DQG LWV GHVLJQDWLRQ DV DQ 1,$&� SOHDVH
VHH WKH <HPHQ $FFRXQWDELOLW\ 3URMHFW¶V SUHYLRXV SXEOLFDWLRQV���

,,� (9,'(1&( 2) 7+( &21)/,&7¶6 ,03$&7 21 &+,/'5(1

$� *HQHUDO 7UHQGV

,Q ����²WKH <HPHQ &LYLO :DU¶V ILUVW \HDU²<HPHQ VDZ PXOWLSOH DWWDFNV RQ KRVSLWDOV�
PHGLFDO FHQWHUV� IRRG DQG ZDWHU FHQWHUV� DQG VFKRROV� DOO RI ZKLFK LPSDFW WKH ZHOOEHLQJ RI
<HPHQ¶V FKLOGUHQ� 7KURXJKRXW WKH \HDU� <HPHQ ZLWQHVVHG PXOWLSOH DLUVWULNHV RQ KRVSLWDOV DQG
PHGLFDO FHQWHUV��� $V WKRVH KRVSLWDOV¶ DQG PHGLFDO FHQWHUV¶ FRQGLWLRQV ZRUVHQHG� FLYLOLDQV ZHUH
GHQLHG PHGLFDO DLG��� DQG� LQ RQH FDVH� D FKLOG ZDV GHQLHG FDUH DW WKUHH GLIIHUHQW KRVSLWDOV DQG
GLHG IURP D JXQVKRW ZRXQG DW WKH IRXUWK��� 'XULQJ ����� IRXU <HPHQL IDUPV ZHUH WDUJHWHG��
DORQJVLGH QXPHURXV IRRG DQG ZDWHU VWRUDJH FHQWHUV DQG RWKHU VRXUFHV RI KXPDQLWDULDQ DLG���

�� �<6'��������� �<$'��������� <61��������� �<$'��������� �<6'��������� �<$'���������
�� <+-��������� <0$��������� <-$��������� <6'���������
�� <$'���������
�� <7=���������
�� <61������� <+-��������� <7=���������

�� 6HH JHQHUDOO\ <(0(1 $&&2817$%,/,7< 352-(&7� $,',1* 	 $%(77,1*� +2/',1* 67$7(6�
&25325$7,216� $1' ,1',9,'8$/6 $&&2817$%/( )25 :$5 &5,0(6 ,1 <(0(1 ��� �������
KWWSV���FDVH�HGX�ODZ�VLWHV�FDVH�HGX�ODZ�ILOHV���������),1$/���<$3���$,',1*���$%(77,1*���:+,7(��
�3$3(5��������������SGI� <(0(1 $&&2817$%,/,7< 352-(&7� 67$59$7,21� %8,/',1* 7+(
&$6( )25 3526(&87,1* 67$59$7,21 &5,0(6 ,1 <(0(1 �������
KWWSV���FDVH�HGX�ODZ�VLWHV�FDVH�HGX�ODZ�ILOHV���������6WDUYDWLRQ���:KLWH���3DSHU���)LQDO���'UDIW��������
���SGI� &8/785$/ 3523(57<� %8,/',1* 7+( &$6( )25 3526(&87,1* 7+( '(6758&7,21 2)
&8/785$/ 3523(57< ,1 <(0(1 �������
KWWSV���FDVH�HGX�ODZ�VLWHV�FDVH�HGX�ODZ�ILOHV���������<$3���&XOWXUDO���3URSHUW\���:KLWH���3DSHU������)L
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��8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV VLQFH
6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&����&53�� �������

��8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV VLQFH
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�� 8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV
VLQFH 6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&������� �������

�� 8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV
VLQFH 6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&������� � �� �������

�� 8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV
VLQFH 6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&������ �������

�� 8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV
VLQFH 6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&����&53�� �������
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7KURXJKRXW ����� VFKRROV VLPLODUO\ HQGXUHG DLUVWULNHV DFURVV VHYHUDO UHJLRQV��� $GGLWLRQDOO\�
WKHUH LV DW OHDVW RQH UHFRUGHG LQFLGHQW RI FKLOG DEGXFWLRQ RFFXUULQJ DW D VFKRRO��� %\ -XO\ RI �����
VFKRROV UHJXODUO\ KRXVHG UHIXJHHV EXW ZHUH VWLOO WDUJHWHG� DW OHDVW �� FKLOG UHIXJHHV KDYH EHHQ
NLOOHG LQ DLUVWULNHV RQ VFKRROV���

,Q ���� <HPHQ H[SHULHQFHG D FRQWLQXDWLRQ RI VLPLODU DWWDFNV� 0HGLFDO FHQWHUV DQG
KRVSLWDOV VXIIHUHG IURP DLUVWULNHV��� DQG� QHDU WKH HQG RI ����� +DGL IRUFHV XVHG D KRVSLWDO DV D
VKLHOG��� 7R PDNH PDWWHUV ZRUVH� IDUPV H[SHULHQFHG DQ LQFUHDVH LQ DWWDFNV� HVSHFLDOO\ LQ 0DUFK
DQG $SULO��� 0RVW RI WKHVH IDUPV ZHUH FLYLOLDQ� UDWKHU WKDQ JRYHUQPHQW�RZQHG��� 6FKRROV DOVR
FRQWLQXHG WR HQGXUH DLUVWULNHV DQG DUWLOOHU\ VKHOOLQJV��� ZKLFK� DW WLPHV� UHVXOWHG LQ FKLOG
FDVXDOWLHV���

$V WKH ZDU FRQWLQXHG LQWR ����� WKH <HPHQL SRSXODWLRQ ZDV EORFNHG IURP DFFHVVLQJ
PHGLFDO DLG��� &OLQLFV� LQFOXGLQJ RQH FORVHG E\ +RXWKLV IRU WKUHH PRQWKV� ZHUH OLNHZLVH
LQDFFHVVLEOH��� )RRG VKRUWDJHV FRQWLQXHG� DQG VRPH DLUVWULNHV RQ PDUNHWV DQG IDUPV GLUHFWO\
UHVXOWHG LQ FKLOG FDVXDOWLHV���� �� 7KHUH ZDV DOVR DW OHDVW RQH UHFRUGHG DLUVWULNH RQ D VFKRRO��� ,Q
RQH SDUWLFXODUO\ QRWDEOH LQFLGHQW� ��� SHRSOH ZHUH DEGXFWHG IURP WZR YLOODJHV ZKLFK ODUJHO\
LQFOXGHG FKLOGUHQ DQG WKH HOGHUO\���

,Q -XQH RI ����� D ODUJH DWWDFN RFFXUUHG DW $O +XGD\GDK 3RUW� WKH PDLQ HQWUDQFH IRU
<HPHQ¶V KXPDQLWDULDQ DLG��� 7KLV HYHQW GLVUXSWHG HQWU\ RI PHGLFDO DQG IRRG DLG� ZKLOH
KXPDQLWDULDQ DLG ZRUNHUV SURYLGLQJ PHGLFDO FDUH ZHUH DOVR EHLQJ WDUJHWHG E\ XQNQRZQ DFWRUV���
$Q DLUVWULNH RQ D PHGLFDO FDPS DOVR UHVXOWHG LQ WKH GHDWKV RI DW OHDVW HLJKW FKLOGUHQ��� )RRG
VXSSO\ URXWHV� SRUWV� PDUNHWV� DQG IDUPV ZHUH VXEMHFW WR DWWDFNV� DV ZHOO��� /LNH LQ WKH FRQIOLFW¶V
SUHYLRXV \HDUV� VRPH DLUVWULNHV RQ PDUNHWV GLUHFWO\ FDXVHG FKLOG FDVXDOWLHV��� 7KH LQWHUQDWLRQDO
FRPPXQLW\ DOVR ZLGHO\ FRQGHPQHG DQ DWWDFN RQ D VFKRRO EXV WKDW OHIW �� FKLOGUHQ GHDG���

���� FRQWLQXHG WR H[SHULHQFH PDQ\ DWWDFNV RQ WDUJHWV WKDW LPSDFWHG <HPHQ¶V FKLOGUHQ�
7KHUH ZHUH DW OHDVW WZR UHFRUGHG DWWDFNV RQ PHGLFDO FHQWHUV��� LQFOXGLQJ DQ DWWDFN RQ 6DYH WKH
&KLOGUHQ +RVSLWDO WKDW NLOOHG VHYHQ FKLOGUHQ��� +XPDQLWDULDQ FRQYR\V GHOLYHULQJ DLG DQG RLO IRU
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KRVSLWDOV ZHUH GHWDLQHG E\ D +RXWKL PLOLWLD��� $Q H[SORVLRQ QHDU WZR VFKRROV OHIW �� FKLOGUHQ
GHDG��� DQG DUWLOOHU\ VKHOOLQJ RQ DQRWKHU VFKRRO OHIW LW VHYHUHO\ GDPDJHG��� ,Q 7DL]� LQMXUHG
FKLOGUHQ ZHUH D UHFRUGHG UHVXOW RI D VFKRRO VWRUPLQJ��� 0DUNHWV ZHUH DOVR VSHFLILFDOO\ WDUJHWHG LQ
����� DV ZHOO��� DQG DWWDFNV RQ VXFK UHVLGHQWLDO RU SRSXODWHG DUHDV LQFUHDVHG DQG FDXVHG PDQ\
FKLOG FDVXDOWLHV���

,Q )HEUXDU\ RI ����� KXPDQLWDULDQ DLG RUJDQL]DWLRQV GHEDWHG KDOWLQJ DLG VXSSO\� LQFOXGLQJ
IRRG DQG PHGLFDO VXSSOLHV� GXH WR +RXWKL LQWHUIHUHQFH��� $GGLWLRQDOO\� D SKDUPDF\ ZDV DWWDFNHG
DQG D PRELOH FOLQLF ZDV VKRW DW ZKLOH SHRSOH ZHUH LQVLGH��� +RXWKL IRUFHV DOVR UHSRUWHGO\ EXUQHG
D IRRG VXSSO\ LQ RUGHU WR SUHYHQW SHRSOH IURP DFFHVVLQJ LW��� )XUWKHU� DQ DWWDFN RQ D JUDGXDWLRQ
FHUHPRQ\ DW D VFKRRO OHIW DQ XQNQRZQ QXPEHU RI VWXGHQWV GHDG��� $ FKLOG ZDV DOVR NLOOHG E\ D
VQLSHU ZKLOH DW VFKRRO��� ���� DOVR UHFRUGHG IDU PRUH DWWDFNV RQ JLUOV WKDQ LQ SUHYLRXV \HDUV���
6XFK DWWDFNV LQFOXGHG XQSURYRNHG VKRRWLQJV� NLGQDSSLQJV� DQG UDSHV���

%� 7KHPDWLF $UHDV RI ,PSDFW RQ <HPHQ¶V &KLOGUHQ

7KH DIRUHPHQWLRQHG DWWDFNV KDYH LPSDFWHG FKLOGUHQ LQ YDULRXV DUHDV RI OLIH� &KLOGUHQ
KDYH EHHQ GLUHFWO\ LQMXUHG RU NLOOHG GXULQJ DUPHG DWWDFNV� DWWDFNV DQG GHVWUXFWLRQ RI PHGLFDO
FHQWHUV DQG KRVSLWDOV KDV KDUPHG FKLOGUHQ¶V SK\VLFDO KHDOWK��� DWWDFNV RQ IDUPV DQG IRRG VWRUDJH
IDFLOLWLHV KDYH FRQWULEXWHG WR FKLOG PDOQXWULWLRQ� IRRG LQVHFXULW\� DQG SUHYHQWDEOH GLVHDVHV��� DQG
WKH FROOHFWLYH WROO RI ZDU KDV VLJQLILFDQWO\ LPSDFWHG FKLOGUHQ¶V PHQWDO KHDOWK DQG LOOQHVVHV�

+RZHYHU� WKH FRQIOLFW¶V LPSDFW LV QRW H[FOXVLYH WR KHDOWK� ,QGHHG� WKH ZDU KDV DOVR
VXSSUHVVHG FKLOGUHQ¶V DELOLW\ WR DFFHVV HGXFDWLRQ DQG VRFLRHFRQRPLFDOO\ LPSDFWHG WKHP E\
IRUFLQJ PDQ\ FKLOGUHQ DQG WKHLU IDPLOLHV IXUWKHU LQWR GHVWLWXWLRQ� SRYHUW\� DQG GLVSODFHPHQW� $V D
UHVXOW RI WKHVH GHVSHUDWH VLWXDWLRQV� \RXQJ JLUOV KDYH DOVR LQFUHDVLQJO\ EHHQ IRUFHG LQWR HDUO\
PDUULDJHV��� (YHQ DW FHQWHUV LQWHQGHG WR VKHOWHU DQG SURWHFW WKHP� FKLOGUHQ IDFH D ULVN RI KDUP� DV
DWWDFNV KDYH EHHQ UHFRUGHG DW WKHVH ORFDWLRQV� $QRWKHU XQIRUWXQDWH UHDOLW\ RI WKLV ZDU LV FKLOG
VROGLHU UHFUXLWPHQW� 7KH IROORZLQJ VHFWLRQV LQ 3DUW ,, ZLOO EUHDN GRZQ HYLGHQFH RI HDFK RI WKHVH
WKHPDWLF DUHDV� ��� GHDWKV DQG LQMXULHV GLUHFWO\ UHVXOWLQJ IURP DUPHG DWWDFNV� ��� SK\VLFDO KHDOWK�
��� PHQWDO KHDOWK� ��� HGXFDWLRQ� ��� FKLOG PDUULDJH� DQG ��� XVH RI FKLOG VROGLHUV� 3DUW ,,, ZLOO
WKHQ DQDO\]H DWWDFNV IDOOLQJ ZLWKLQ HDFK WKHPDWLF DUHD XQGHU UHOHYDQW OHJDO VWDQGDUGV�

�� 6DUDK )HUJXVRQ� +HOSLQJ *LUOV (VFDSH (DUO\ 0DUULDJH LQ <HPHQ� 81,&() �-XQ� ��� ������
KWWSV���ZZZ�XQLFHIXVD�RUJ�VWRULHV�KHOSLQJ�JLUOV�HVFDSH�HDUO\�PDUULDJH�\HPHQ�
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�� 'HDWKV DQG ,QMXULHV 'LUHFWO\ 5HVXOWLQJ IURP $UPHG $WWDFNV�

$UPHG DWWDFNV SHUSHWUDWHG GXULQJ WKH <HPHQ &LYLO :DU KDYH UHVXOWHG LQ VLJQLILFDQW FKLOG
LQMXULHV DQG GHDWKV� 2YHUDOO� IURP ���������� WKHUH KDYH EHHQ DW OHDVW ��� UHSRUWHG FKLOG
GHDWKV��� ,Q DGGLWLRQ� WKHUH KDYH EHHQ DW OHDVW ��� FRQILUPHG FKLOG LQMXULHV��� 0DQ\ UHSRUWV RI
DWWDFNV GR QRW VSHFLILFDOO\ GLIIHUHQWLDWH EHWZHHQ DGXOW DQG FKLOG IDWDOLWLHV� VR WKH DIRUHPHQWLRQHG
GHDWKV DQG LQMXULHV DUH PRVW OLNHO\ XQGHUUHSRUWHG VWDWLVWLFV�

�� 3K\VLFDO +HDOWK� ,PSDFW RI $WWDFNV RQ 0HGLFDO &HQWHUV DQG )RRG
,QVHFXULW\

7KH FRQIOLFW KDV LQWHUIHUHG ZLWK WKH SK\VLFDO KHDOWK DQG ZHOOEHLQJ RI <HPHQ¶V FKLOGUHQ�
7KH LPSDFW RI WKH YLROHQFH RQ FKLOGUHQ¶V KHDOWK H[WHQGV EH\RQG LQMXULHV RU GHDWKV GXULQJ DUPHG
DWWDFNV� <HPHQ¶V FKLOGUHQ KDYH HQGXUHG D VHULRXV WROO RQ WKHLU KHDOWK VLQFH WKH ZDU EHJDQ� ODUJHO\
GXH WR DWWDFNV RQ PHGLFDO FHQWHUV DQG KRVSLWDOV DQG REMHFWV LQGLVSHQVDEOH WR VXUYLYDO WKDW
H[DFHUEDWHG PDOQXWULWLRQ DQG IRRG LQVHFXULW\���

D� 0HGLFDO &HQWHUV DQG +RVSLWDOV

,Q WKH HDUO\ \HDUV RI WKH <HPHQ &LYLO :DU� PHGLFDO FHQWHUV DQG KRVSLWDOV ZHUH FRPPRQO\
WDUJHWHG E\ DLUVWULNHV� 7KLV FDXVHG KRVSLWDOV WR EHFRPH RYHUUXQ DQG FRPSOLFDWHG FLYLOLDQ DFFHVV
WR PHGLFDO FDUH� $V EULHIO\ PHQWLRQHG DERYH� LQ ����� D FKLOG ZKR ZDV VKRW GXULQJ DQ DUPHG
DWWDFN DWWHPSWHG DQG IDLOHG WR UHFHLYH FDUH DW WKUHH VHSDUDWH KRVSLWDOV DQG VXFFXPEHG WR KLV
LQMXULHV DW WKH IRXUWK��� 7KH +RXWKLV DOVR GHQLHG DFFHVV WR KRVSLWDOV RU UHVWULFWHG DFFHVV WR FHUWDLQ
LQGLYLGXDOV��� +RXWKLV ZRXOG� DW WLPHV� LQGLVFULPLQDWHO\ FORVH KRVSLWDOV DQG PHGLFDO FHQWHUV
ZLWKRXW UHDVRQ RU LQ UHWDOLDWLRQ DJDLQVW WKH RSSRVLQJ VLGH RI WKH FRQIOLFW� RU FLYLOLDQV WKH\
VXVSHFWHG WR VXSSRUW WKH RSSRVLWLRQ���

0RELOH FOLQLFV ZHUH DOVR WDUJHWHG���$V WKH ZDU SURJUHVVHG� PHGLFDO FHQWHUV DQG KRVSLWDOV
ZHUH DOVR XVHG E\ +RXWKLV DV VKLHOGV��� )XUWKHU� WKH +RXWKLV ZRXOG SUHYHQW KXPDQLWDULDQ DLG IURP
UHDFKLQJ JRYHUQRUDWHV WKDW QHHGHG WKH DLG��� 0pGHFLQV 6DQV )URQWLqUHV �06)� KRVSLWDOV KDYH
EHHQ WDUJHWHG E\ GURQH VWULNHV� ZKLFK IXUWKHU NHHSV FKLOGUHQ IURP UHFHLYLQJ DLG��� 8QIRUWXQDWHO\�
DLG KRVSLWDOV VSHFLILFDOO\ GHGLFDWHG WR KHOSLQJ FKLOGUHQ� OLNH 6DYH WKH &KLOGUHQ� KDYH EHHQ
WDUJHWHG IRU DWWDFNV� LQ D VSHFLILF DLUVWULNH E\ WKH 6DXGL�OHG &RDOLWLRQ RQ D KRVSLWDO� VHYHQ FKLOGUHQ
ZHUH NLOOHG���
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9LROHQFH DJDLQVW KXPDQLWDULDQ DLG ZRUNHUV DQG +RXWKL LQWHUIHUHQFH ZLWK DLG GHOLYHU\ KDV
DOVR SUHYHQWHG PHGLFDO VXSSOLHV IURP UHDFKLQJ FKLOGUHQ� )RU LQVWDQFH� E\ $XJXVW ����� 81,&()
KDG RQO\ UHDFKHG KDOI RI WKHLU JRDO LQ SURYLGLQJ SULPDU\ KHDOWKFDUH IRU FKLOGUHQ XQGHU WKH DJH RI
ILYH��� 6LWXDWLRQV OLNH WKLV KDYH FDXVHG DLG RUJDQL]DWLRQV WR VHULRXVO\ FRQVLGHU KDOWLQJ GHOLYHU\ RI
PHGLFDO VXSSOLHV��� 7KLV FRXOG EH SRWHQWLDOO\ GLVDVWURXV IRU WKH HVWLPDWHG ���� PLOOLRQ FKLOGUHQ LQ
QHHG RI KHDOWK DVVLVWDQFH LQ <HPHQ���

E� 0DOQXWULWLRQ DQG )RRG ,QVHFXULW\

81,&() UHSRUWV WKDW DURXQG ��� PLOOLRQ FKLOGUHQ LQ <HPHQ DUH VXIIHULQJ IURP DFXWH
PDOQXWULWLRQ��� 2YHU ������� FKLOGUHQ XQGHU WKH DJH RI ILYH DUH VXIIHULQJ IURP DFXWH PDOQXWULWLRQ�
ZKLFK LV WKH HTXLYDOHQW RI RQH LQIDQW RU WRGGOHU G\LQJ HYHU\ �� PLQXWHV��� 7R SUHYHQW
PDOQXWULWLRQ DQG VWDUYDWLRQ�UHODWHG GLVHDVHV� �� PLOOLRQ FKLOGUHQ LQ <HPHQ DUH LQ QHHG RI
KXPDQLWDULDQ DVVLVWDQFH���

&KLOG PDOQXWULWLRQ DQG UHODWHG GLVHDVHV KDYH EHHQ H[DFHUEDWHG E\ WKH 6DXGL�OHG &RDOLWLRQ
DQG +RXWKLV DWWDFNV RQ IDUPV� IRRG VWRUDJH VLWHV� DQG ZDWHU FHQWHUV� ZKLFK SUHYHQW KXPDQLWDULDQ
DLG IURP UHDFKLQJ FKLOGUHQ LQ QHHG� )RU LQVWDQFH� +RXWKL IRUFHV KDYH EXUQHG IRRG SURYLGHG E\
KXPDQLWDULDQ DLG RUJDQL]DWLRQV WR SUHYHQW WKH FLYLOLDQ SRSXODWLRQ IURP DFFHVVLQJ LW��� $WWDFNV RQ
IDUPV DQG SUHYHQWLRQ RI KXPDQLWDULDQ DLG FUHDWH DQG ZRUVHQ WKH H[LVWLQJ GDQJHU RI PDOQXWULWLRQ
DQG VWDUYDWLRQ� 7KHUH KDYH DOVR EHHQ FRQVLVWHQW DWWDFNV RQ PDUNHWV� SODFLQJ WKRVH VHHNLQJ WR
SXUFKDVH IRRG DW ULVN RI LQMXU\ DQG GHDWK��� ,QGHHG� FKLOGUHQ KDYH GLHG GXULQJ DLUVWULNHV RQ
PDUNHWV��� ,Q RQH SDUWLFXODU LQVWDQFH� D ER\ ZDV VKRW DQG NLOOHG ZKLOH ZDLWLQJ LQ OLQH DW D PDUNHW
ZLWK KLV PRWKHU���

7KH 6DXGL�OHG &RDOLWLRQ KDV DOVR H[HFXWHG DLUVWULNHV RQ ZDWHU WDQNV DQG VLORV� GHVWUR\LQJ
ZDWHU VWRUDJH FHQWHUV��� 'HSOHWLRQ RI VRXUFHV RI VDIH GULQNLQJ ZDWHU KDG H[DFHUEDWHG D FKROHUD
RXWEUHDN LQ <HPHQ� ZKLFK KDV EHHQ VDLG WR EH ³RQH RI WKH ZRUVW FKROHUD HSLGHPLFV RI PRGHUQ
WLPHV�´�� ,W LV HVWLPDWHG WKDW FKLOGUHQ XQGHU WKH DJH RI ILYH PDNH XS ����� RI WKH WRWDO VXVSHFWHG
FDVHV RI FKROHUD��� 7R PDNH PDWWHUV ZRUVH� YDFFLQDWLRQV DJDLQVW FKROHUD KDYH EHFRPH
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LQFUHDVLQJO\ PRUH GLIILFXOW WR DGPLQLVWHU GXH WR DLG EORFNDJHV��� $V WKLV LQWHUIHUHQFH FRQWLQXHV�
WKH KHDOWK FULVLV IRU <HPHQ¶V FKLOGUHQ ZLOO OLNHO\ RQO\ JURZ ZRUVH�

F� 3RYHUW\ DQG +HDOWK

,W LV GLIILFXOW WR WUXO\ XQGHUVWDQG WKH VFRSH RI WKH <HPHQ &LYLO :DU¶V KDUP WR FKLOGUHQ¶V
KHDOWK ZLWKRXW DOVR GLVFXVVLQJ LWV LPSDFW RQ <HPHQ¶V SRYHUW\ OHYHOV� ,W LV HVWLPDWHG WKDW ��� RI
<HPHQL SHRSOH OLYH LQ SRYHUW\��� 7KLV KDV OHIW DSSUR[LPDWHO\ ���� PLOOLRQ SHRSOH LPSRYHULVKHG
DQG UHGXFHG HFRQRPLF JURZWK E\ ����� ELOOLRQ 86'��� <HPHQ¶V UHOLDQFH RQ IRRG DQG LPSRUWV IRU
LWV HFRQRPLF DFWLYLW\ KDV FRQWULEXWHG WR WKLV� DQG WKH EORFNDGH RI <HPHQ¶V SRUWV KDV OHIW PDQ\
FLYLOLDQV LQ DQ LQHVFDSDEOH F\FOH RI SRYHUW\��� 7KH FRQIOLFW KDV DOVR OHIW PXFK RI WKH FRXQWU\¶V
IRUPHU SXEOLF VHFWRU HPSOR\PHQW XQDYDLODEOH� VR WKH HFRQRP\ FDQQRW UHFRYHU HIIHFWLYHO\���

$V SRYHUW\ FRQWLQXHV WR VWULNH IDPLOLHV� FRQGLWLRQV ZRUVHQ IRU FKLOGUHQ� $V D UHVXOW RI
SRYHUW\� PDQ\ SDUHQWV FDQQRW SXUFKDVH HQRXJK IRRG IRU WKHLU IDPLOLHV� ,Q IDFW� ��� RI
KRXVHKROGV LQ <HPHQ ILQG LW GLIILFXOW WR EX\ WKH PLQLPXP DPRXQW RI IRRG IRU HYHU\RQH LQ WKHLU
IDPLO\��� 7KLV ODFN RI DFFHVV WR IRRG PD\ ZRUVHQ DOUHDG\ H[LVWLQJ WKUHDWV RI PDOQXWULWLRQ DQG
VWDUYDWLRQ�UHODWHG GLVHDVHV� $GGLWLRQDOO\� DWWDFNV RQ KXPDQLWDULDQ DLG RUJDQL]DWLRQV SURYLGLQJ
IRRG DLG WR LPSRYHULVKHG SRSXODWLRQV²OLNH WDUJHWLQJ 0pGHFLQV 6DQV )URQWLqUHV ZLWK H[SORVLYHV
IRU SURYLGLQJ DLG WR WKRVH LQ QHHG�� DQG WKH 6DXGL�OHG &RDOLWLRQ SUHYHQWLQJ ORFDOV IURP UHFHLYLQJ
PHGLFDO DLG E\ VKXWWLQJ GRZQ DQG UHVWULFWLQJ DFFHVV WR DQ DLUSRUW LQ $XJXVW ������²LQIODWH WKLV
ULVN� 3RYHUW\ HYHQ WKUHDWHQV FKLOGUHQ LQ DUHDV ZLWK DFFHVV WR IXQFWLRQLQJ PHGLFDO FHQWHUV EHFDXVH�
EHIRUH WKH\ FDQ IXOO\ KHDO LQ KRVSLWDOV� WKHLU SDUHQWV QHHG WR GLVFKDUJH WKHP EHFDXVH WKH\ FDQQRW
DIIRUG QHFHVVDU\ WUHDWPHQW��� ,Q WKLV ZD\� SRYHUW\ H[DFHUEDWHV DQG FUHDWHV DQ RQJRLQJ F\FOH RI
KDUP WR FKLOGUHQ¶V SK\VLFDO KHDOWK�

�� 0HQWDO +HDOWK �

7KH <HPHQ &LYLO :DU¶V KHDOWK LPSDFW LV QRW H[FOXVLYH WR LQFUHDVHG QHHG IRU DFFHVV WR
SK\VLFDO KHDOWKFDUH� 5DWKHU� DQ HVWLPDWHG � PLOOLRQ SHRSOH DUH DOVR LQ QHHG RI PHQWDO KHDOWK
VHUYLFHV���� $FFRUGLQJ WR 81,&()� WKH F\FOH RI IHDU DQG KRSHOHVVQHVV PDNHV PDQ\ IDPLOLHV WXUQ
WR QHJDWLYH PHFKDQLVPV LQ DWWHPSW WR JLYH WKHLU FKLOGUHQ D KRSHIXO IXWXUH� HYHQ LI WKRVH GHFLVLRQV

��� � <HDUV RI &UXVKLQJ &RQIOLFW LQ <HPHQ /HDYH 0RUH 7KDQ �� 0LOOLRQ &KLOGUHQ LQ 1HHG RI +XPDQLWDULDQ
$VVLVWDQFH� 81,&() �0DU� ��� ������
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�� 5DMDW 0DGKRN 	 (PDQ $O 6KDUDIL� ,Q <HPHQ� &RQIOLFW DQG 3RYHUW\ ([DFHUEDWH &KLOG 0DOQXWULWLRQ� 81,&() �-DQ�
��� ������ KWWSV���ZZZ�XQLFHI�RUJ�VWRULHV�\HPHQ�FRQIOLFW�DQG�SRYHUW\�H[DFHUEDWH�FKLOG�PDOQXWULWLRQ�

�� �<61���������
�� �<'+���������

�� 7KH :RUOG %DQN LQ <HPHQ� :25/' %$1.� KWWSV���ZZZ�ZRUOGEDQN�RUJ�HQ�FRXQWU\�\HPHQ�RYHUYLHZ �ODVW YLVLWHG
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�� &KLOG 3RYHUW\ LQ <HPHQ� %25*(1 352-(&7 �2FW���� ������ KWWSV���ERUJHQSURMHFW�RUJ�FKLOG�SRYHUW\�LQ�\HPHQ��
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�� &KLOG 3RYHUW\ LQ <HPHQ� %25*(1 352-(&7 �2FW���� ������ KWWSV���ERUJHQSURMHFW�RUJ�FKLOG�SRYHUW\�LQ�\HPHQ��
�� &KLOG 3RYHUW\ LQ <HPHQ� %25*(1 352-(&7 �2FW���� ������ KWWSV���ERUJHQSURMHFW�RUJ�FKLOG�SRYHUW\�LQ�\HPHQ��

�� 4LQ ;LDQJ 1J� HW DO�� <HPHQ¶V &KROHUD (SLGHPLF LV D 2QH +HDOWK ,VVXH� 1$7,21$/ /,%5$5< 2) 0(',&,1( �������
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DUH QRW LQ WKH FKLOG¶V EHVW LQWHUHVW���� )RU WKLV UHDVRQ� QRW RQO\ DUH <HPHQL FKLOGUHQ LQ QHHG RI
LQFUHDVHG DFFHVV WR PHGLFDO FHQWHUV IRU SK\VLFDO KHDOWK VHUYLFHV� EXW DOVR PHQWDO KHDOWK VHUYLFHV
WR KHOS WKHP FRSH ZLWK DQG UHFRYHU IURP WKH WUDXPDWLF UHDOLWLHV RI WKH ZDU�

�� (GXFDWLRQ

$V D UHVXOW RI WKH ZDU� RQH LQ IRXU VFKRRO�DJH FKLOGUHQ GR QRW KDYH DFFHVV WR VFKRRO�
ZKLFK LQFUHDVHV WKH OLNHOLKRRG RI H[SORLWDWLRQ IURP DOO VLGHV RI WKH FRQIOLFW���� $LUVWULNHV LQ
SDUWLFXODU KDYH EHHQ XWLOL]HG E\ ERWK WKH 6DXGL�OHG &RDOLWLRQ DQG +RXWKLV WR WDUJHW VFKRROV���� %\
����� RYHU � PLOOLRQ FKLOGUHQ FRXOG QR ORQJHU UHJXODUO\ DWWHQG VFKRRO� DQ LQFUHDVH RI �������
VLQFH �������� ,Q +XGD\GDK� RQH RI <HPHQ¶V SRUW FLWLHV� D WKLUG RI WKH VFKRROV ZHUH VKXW GRZQ
EHFDXVH RI WKH YLROHQFH����

7KURXJKRXW WKH FRQIOLFW� VFKRROV KDYH VHUYHG DV D UHJXODU WDUJHW IRU DWWDFN� )RU LQVWDQFH�
LQ $SULO ����� WKHUH ZHUH WKUHH UHFRUGHG DWWDFNV RQ VFKRROV� RQH LQYROYHG D ERPELQJ RI D VFKRRO
IRU JLUOV WKDW OHIW �� FKLOGUHQ GHDG���� $GGLWLRQDOO\� HYHQ WKRXJK VFKRROV KDYH VHUYHG DV SODFHV RI
VKHOWHU IRU UHIXJHHV� LQ ����� D VFKRRO ZDV WDUJHWHG� NLOOLQJ �� UHIXJHH FKLOGUHQ���� &KLOGUHQ KDYH
DOVR EHHQ GHSULYHG RI DFFHVV WR HGXFDWLRQ ZKHQ WKHLU VFKRROV KDYH EHHQ DWWDFNHG RU UHSXUSRVHG
IRU VKHOWHU���� ,Q ���� D VFKRRO EXV FDUU\LQJ FKLOGUHQ ZDV DWWDFNHG E\ WKH 6DXGL�OHG &RDOLWLRQ�
NLOOLQJ DW OHDVW �� FKLOGUHQ���� $QG LQ ����� +RXWKL IRUFHV DWWDFNHG DQG NLOOHG DQ XQNQRZQ
QXPEHU RI VWXGHQWV GXULQJ D JUDGXDWLRQ FHOHEUDWLRQ���� 7KHVH DWWDFNV ERWK KDUP FKLOGUHQ ZKLOH
DFWLYHO\ SXUVXLQJ HGXFDWLRQ DQG GHWHU FKLOGUHQ DQG HGXFDWLRQDO SURYLGHUV IURP FRQWLQXLQJ WR
HQJDJH LQ HGXFDWLRQ DV WKH ZDU SHUVLVWV�

�� &KLOG 0DUULDJH

$OWKRXJK FKLOG PDUULDJH IRU IHPDOH FKLOGUHQ ZDV FRPPRQ LQ <HPHQ EHIRUH WKH FRQIOLFW� LW
KDV VLQFH EHFRPH PRUH SUHYDOHQW� 2QH UHDVRQ IRU WKLV KHLJKWHQHG IUHTXHQF\ LV SRYHUW\� DV
IDPLOLHV DUH SDLG D EULGDO GRZU\ ZKHQ WKHLU GDXJKWHUV DUH PDUULHG RII���� 6LQFH PRUH IDPLOLHV
KDYH EHFRPH LPSRYHULVKHG VLQFH WKH VWDUW RI WKH FRQIOLFW� VRPH PDUU\ WKHLU GDXJKWHUV LQ

��� <HPHQ� *,5/6 127 %5,'(6�
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��� &RQIOLFW 6KXWV D 7KLUG RI 6FKRROV LQ <HPHQ¶V 3RUW &LW\ RI +XGD\GDK� 81,&() �1RY� ��� ������
KWWSV���ZZZ�XQLFHI�RUJ�SUHVV�UHOHDVHV�FRQIOLFW�VKXWV�WKLUG�VFKRROV�\HPHQV�SRUW�FLW\�KXGD\GDK�

��� &RQIOLFW 6KXWV D 7KLUG RI 6FKRROV LQ <HPHQ¶V 3RUW &LW\ RI +XGD\GDK� 81,&() �1RY� ��� ������
KWWSV���ZZZ�XQLFHI�RUJ�SUHVV�UHOHDVHV�FRQIOLFW�VKXWV�WKLUG�VFKRROV�\HPHQV�SRUW�FLW\�KXGD\GDK�
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��� <HPHQ� +XPDQ 6XIIHULQJ DW 5LVN RI )XUWKHU 'HWHULRUDWLRQ� :DUQV 81 $LG &KLHI� 81 1(:6 �0D\ ��� ������
KWWSV���SHUPD�FF�.$3��4<+��

��� � <HDUV RI &UXVKLQJ &RQIOLFW LQ <HPHQ /HDYH 0RUH 7KDQ �� 0LOOLRQ &KLOGUHQ LQ 1HHG RI +XPDQLWDULDQ
$VVLVWDQFH� 81,&() �0DU� ��� ������
KWWSV���ZZZ�XQLFHI�RUJ�SUHVV�UHOHDVHV���\HDUV�FUXVKLQJ�FRQIOLFW�\HPHQ�OHDYH�PRUH����PLOOLRQ�FKLOGUHQ�QHHG�KXPDQ
LWDULDQ�
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H[FKDQJH IRU GRZU\ PRQH\ WR EX\ EDVLF QHFHVVLWLHV���� ,Q ����� 81,&() HVWLPDWHG WKDW � PLOOLRQ
JLUOV ZHUH FKLOG EULGHV� DQG WKDW ��� PLOOLRQ RI WKRVH JLUOV ZHUH XQGHU WKH DJH RI ������ &KLOG
PDUULDJH LV DOVR KLJKHU DPRQJVW GLVSODFHG JLUOV ZLWK RQH RXW RI HYHU\ ILYH JLUOV EHWZHHQ WKH DJHV
RI ����� EHLQJ PDUULHG���� *LUOV DUH DOVR PRUH OLNHO\ WR EH PDUULHG RII LI WKH\ DUH QRW LQ VFKRRO����
7KH ULVN RI FKLOGKRRG PDUULDJH LV ��� WLPHV KLJKHU IRU D JLUO ZLWK QR HGXFDWLRQ RU PLQLPDO
HGXFDWLRQ WKDQ JLUOV ZLWK VHFRQGDU\ HGXFDWLRQ���� 6LQFH WKHLU HGXFDWLRQ LV RIWHQ UHVWULFWHG WR
UHPRWH HGXFDWLRQDO PDWHULDOV LQ VHWWOHPHQWV RU GLVSODFHPHQW FDPSV���� PDQ\ JLUOV IDFH D KLJKHU
OLNHOLKRRG RI FKLOG PDUULDJH LQ <HPHQ�

�� &KLOG 6ROGLHUV

/DVWO\� LW LV HVWLPDWHG WKDW RQH LQ IRXU FKLOGUHQ DUH DW ULVN RI EHLQJ UHFUXLWHG DV FKLOG
VROGLHUV���� 7KLV LV QRW H[FOXVLYH WR <HPHQL FKLOGUHQ� DV 6XGDQHVH FKLOG VROGLHUV KDYH DOVR EHHQ
UHFUXLWHG WR ILJKW LQ <HPHQ���� ,Q WRWDO� DQ HVWLPDWHG ����� FKLOGUHQ KDYH EHHQ UHFUXLWHG WR ILJKW LQ
WKH <HPHQ &LYLO :DU���� $OWKRXJK WKH +RXWKLV SOHGJHG WR VWRS UHFUXLWLQJ FKLOG VROGLHUV LQ $SULO
����� WKH\ FRQWLQXHG WR UHFUXLW VHYHUDO KXQGUHG FKLOGUHQ WR ILJKW LQ WKH PRQWKV IROORZLQJ WKHLU
SOHGJH���� 7KHVH VROGLHUV LQFOXGH FKLOGUHQ DV \RXQJ DV �� \HDUV ROG����

&KLOGUHQ IDFH D PXFK KLJKHU ULVN RI H[SORLWDWLRQ DQG EHFRPLQJ FKLOG VROGLHUV DV VFKRROV
FRQWLQXH WR VKXW GRZQ� )URP -DQXDU\ ���� WR 0D\ ����� WKH 8QLWHG 1DWLRQV HVWLPDWHG WKDW
URXJKO\ ����� +RXWKL�UHFUXLWHG FKLOG VROGLHUV GLHG LQ EDWWOH���� $ VHQLRU +RXWKL PLOLWDU\ RIILFLDO
GLVFORVHG WR D UHSRUWHU IRU WKH $VVRFLDWHG 3UHVV WKDW WKH\ KDG UHFUXLWHG DQ HVWLPDWHG ������
FKLOGUHQ VLQFH WKH EHJLQQLQJ RI WKH FRQIOLFW���� 7KH UHFUXLWPHQW PDLQO\ WDNHV SODFH DW ³VXPPHU

��� &KLOGUHQ )LJKW� .LOO DQG 'LH LQ <HPHQ¶V &LYLO :DU� $3 1(:6 �'HF� ��� ������
KWWSV���DSQHZV�FRP�DUWLFOH�����HDD�I�IG�I�HDI����H����D���F�

��� ,Q <HPHQ� &KLOG 6ROGLHULQJ &RQWLQXHV 'HVSLWH +RXWKL 3URPLVH� 92$ �-XQ� ��� ������
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FDPSV´ ZKLFK DUH KHOG LQ VFKRROV DQG PRVTXHV��� DQG DOOHJHGO\ SURYLGH IRRG� VKHOWHU� DQG
HGXFDWLRQ���� UHVRXUFHV DQG VHUYLFHV WKDW DUH LQFUHDVLQJO\ VFDUFH DV SDUWLHV WR WKH FRQIOLFW LQWHUUXSW
IRRG GHOLYHU\ DQG DWWDFN VFKRROV����

,,,� /(*$/ $1$/<6,6

$� $SSOLFDELOLW\ RI ,+/ DQG ,+5/ DQG /H[ 6SHFLDOLV LQ 7LPHV RI $UPHG
&RQIOLFW

%RWK ,+/ DQG ,+5/ DSSO\ GXULQJ VLWXDWLRQV RI DUPHG FRQIOLFW���� +RZHYHU� XQGHU WKH
PD[LP RI OH[ VSHFLDOLV� ZKHQ WKH OH[ JHQHUDOLV� RU D JHQHUDO ERG\ RI ODZ� DQG WKH OH[ VSHFLDOLV� RU
PRUH VSHFLDOL]HG ODZ� DUH LQFRQVLVWHQW� WKH OH[ VSHFLDOLV �VSHFLDOL]HG ODZ� WDNHV SUHFHGHQFH���� ,Q
WKH FRQWH[W RI DUPHG FRQIOLFW� ,+5/ LV WKH OH[ JHQHUDOLV� ZKLOH ,+/ LV WKH OH[ VSHFLDOLV WKDW
XOWLPDWHO\ WDNHV SUHFHGHQFH����

7KH ,QWHUQDWLRQDO &RXUW RI -XVWLFH �³,&-´� KDV DSSOLHG WKLV PD[LP LQ VHYHUDO FDVHV���� )RU
LQVWDQFH� LQ WKH 1XFOHDU :HDSRQV $GYLVRU\ 2SLQLRQ���� WKH ,&- H[SUHVVHG WKDW ZKHQ GHWHUPLQLQJ
ZKHWKHU D GHSULYDWLRQ RI OLIH GXULQJ DUPHG FRQIOLFW LV ³DUELWUDU\´ LQ YLRODWLRQ RI $UWLFOH ���� RI
WKH ,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV���� WKH &RXUW PXVW DSSO\ PRUH WKH
VSHFLDOL]HG ,+/ VWDQGDUG WKDW UHFRJQL]HV FHUWDLQ FLUFXPVWDQFHV GXULQJ ZKLFK D GHSULYDWLRQ RI OLIH
LV SHUPLVVLEOH���� +RZHYHU� ZKHUH HYHQ WKH PRUH VSHFLDOL]HG ,+/ VWDQGDUG KDV EHHQ YLRODWHG� WKH
,&- KDV LQGLFDWHG WKDW WKH PRUH JHQHUDO ,+5/ SURYLVLRQ FDQ EH YLRODWHG VLPXOWDQHRXVO\���� )RU
LQVWDQFH� LQ WKH $UPHG $FWLYLWLHV &DVH� WKH ,&- KHOG WKDW WKH 8JDQGD 3HRSOHV¶ 'HIHQFH )RUFHV¶
DUPHG DFWLYLWLHV LQ RFFXSLHG WHUULWRU\ LQ WKH 'HPRFUDWLF 5HSXEOLF RI WKH &RQJR KDG YLRODWHG ERWK
FXVWRPDU\ ,+/ QRUPV DQG YDULRXV KXPDQ ULJKWV LQVWUXPHQWV����

$FFRUGLQJO\� ZKLOH ERWK ,+/ DQG ,+5/ DSSO\ WR DUPHG DFWLYLWLHV FRPPLWWHG GXULQJ WKH
<HPHQ &LYLO :DU� ZKHUH WKH WZR ERGLHV RI ODZ FRQIOLFW� ,+/ WDNHV SUHFHGHQFH� +RZHYHU� ZKHQ D

��� $UPHG $FWLYLWLHV RQ WKH 7HUULWRU\ RI WKH &RQJR �'HP� 5HS� &RQJR Y� 8JDQGD�� -XGJPHQW� ���� ,�&�-� ���� ��
������� �'HF� ����

��� 6HH $UPHG $FWLYLWLHV RQ WKH 7HUULWRU\ RI WKH &RQJR �'HP� 5HS� &RQJR Y� 8JDQGD�� -XGJPHQW� ���� ,�&�-� ���� ��
������� �'HF� ����

��� 1XFOHDU :HDSRQV $GYLVRU\ 2SLQLRQ� VXSUD QRWH ���� � ���
��� ,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV� 'HF� ��� ����� ��� 8�1�7�6� ����

��� /HJDOLW\ RI WKH 7KUHDW RU 8VH RI 1XFOHDU :HDSRQV� $GYLVRU\ 2SLQLRQ� ���� ,�&�-� ��� �-XO\ �� >KHUHLQDIWHU
³1XFOHDU :HDSRQV $GYLVRU\ 2SLQLRQ´@�

��� 6HH� H�J�� /HJDO &RQVHTXHQFHV RI WKH &RQVWUXFWLRQ RI D :DOO LQ 2FFXSLHG 3DOHVWLQLDQ 7HUULWRU\� $GYLVRU\ 2SLQLRQ�
���� ,�&�-� ���� � ��� �-XO\ ���

��� 0LFKDHO 1� 6FKPLWW� ,QYHVWLJDWLQJ 9LRODWLRQV RI ,QWHUQDWLRQDO /DZ LQ $UPHG &RQIOLFW� � +$59� 1$7¶/ 6(&� -� ���
����� �������

��� $QMD /LQGURRV� $GGUHVVLQJ 1RUP &RQIOLFWV LQ D )UDJPHQWHG /HJDO 6\VWHP� 7KH 'RFWULQH RI /H[ 6SHFLDOLV� ��
125',& -� ,17¶/ /� ��� ��±�� �� �������

��� ,QWHUQDWLRQDO /DZ &RPPLVVLRQ� )UDJPHQWDWLRQ RI ,QWHUQDWLRQDO /DZ� 'LIILFXOWLHV $ULVLQJ )URP 'LYHUVLILFDWLRQ
DQG ([SDQVLRQ RI ,QWHUQDWLRQDO /DZ� $�&1���/����� � ��� �$SU� ��� ������ 6HH DOVR $O�-HGGD Y� 8QLWHG .LQJGRP�
$SS� 1R� ��������� �� ��±�� �-XO\ �� ������
KWWSV���KXGRF�HFKU�FRH�LQW�HQJ�^���LWHPLG����>����������������@`�

��� 6HH ,Q <HPHQ� &KLOG 6ROGLHULQJ &RQWLQXHV 'HVSLWH +RXWKL 3URPLVH� 92$ �-XQ� ��� ������
KWWSV���ZZZ�YRDQHZV�FRP�D�LQ�\HPHQ�FKLOG�VROGLHULQJ�FRQWLQXHV�GHVSLWH�KRXWKL�SURPLVH����������KWPO�

��� ,Q <HPHQ� &KLOG 6ROGLHULQJ &RQWLQXHV 'HVSLWH +RXWKL 3URPLVH� 92$ �-XQ� ��� ������
KWWSV���ZZZ�YRDQHZV�FRP�D�LQ�\HPHQ�FKLOG�VROGLHULQJ�FRQWLQXHV�GHVSLWH�KRXWKL�SURPLVH����������KWPO�

��� &KLOGUHQ )LJKW� .LOO DQG 'LH LQ <HPHQ¶V &LYLO :DU� $3 1(:6 �'HF� ��� ������
KWWSV���DSQHZV�FRP�DUWLFOH�����HDD�I�IG�I�HDI����H����D���F�

��



PLOLWDU\ DFWLYLW\ YLRODWHV ,+/� WKHUH PD\ DOVR EH D VLPXOWDQHRXV ,+5/ YLRODWLRQ� 6XFK PD\ EH WKH
FDVH IRU ��� DWWDFNV SHUSHWUDWHG DJDLQVW FKLOGUHQ� ��� KDUP WR FKLOGUHQ¶V SK\VLFDO KHDOWK� ��� KDUP
WR FKLOGUHQ¶V PHQWDO KHDOWK� ��� LQWHUIHUHQFH ZLWK FKLOGUHQ¶V DFFHVV WR HGXFDWLRQ� ��� IRUFHG FKLOG
PDUULDJH� DQG ��� WKH UHFUXLWPHQW DQG XVH RI FKLOG VROGLHUV�

%� $QDO\VLV RI WKH &RQIOLFW¶V 7KHPDWLF $UHDV RI ,PSDFW RQ &KLOGUHQ

�� 'LUHFW ,QMXU\ DQG 'HDWK 'XULQJ $UPHG $WWDFNV

$WWDFNV RQ WKH FLYLOLDQ SRSXODWLRQ WKDW KDYH UHVXOWHG LQ FKLOG LQMXULHV DQG IDWDOLWLHV PD\
YLRODWH FXVWRPDU\ ,+/ DQG WKH ULJKW WR OLIH XQGHU ,+5/� 8QGHU FXVWRPDU\ ,+/� DOO SDUWLHV WR DQ
DUPHG FRQIOLFW PXVW FRPSO\ ZLWK WKH SULQFLSOHV RI ��� GLVWLQFWLRQ���� ��� SURSRUWLRQDOLW\���� DQG ���
PLOLWDU\ QHFHVVLW\����

D� 'LVWLQFWLRQ

8QGHU WKH SULQFLSOH RI GLVWLQFWLRQ� SDUWLHV PXVW GLVWLQJXLVK EHWZHHQ OHJLWLPDWH PLOLWDU\
REMHFWLYHV� LQFOXGLQJ FRPEDWDQWV� DQG FLYLOLDQV DQG RQO\ GLUHFW WKHLU DWWDFNV DJDLQVW WKH IRUPHU����
/HJLWLPDWH PLOLWDU\ REMHFWLYHV DUH ³REMHFWV ZKLFK E\ WKHLU QDWXUH� ORFDWLRQ� SXUSRVH� RU XVH PDNH
DQ HIIHFWLYH FRQWULEXWLRQ WR PLOLWDU\ DFWLRQ DQG ZKRVH WRWDO RU SDUWLDO GHVWUXFWLRQ� FDSWXUH RU
QHXWUDOL]DWLRQ� LQ WKH FLUFXPVWDQFHV UXOLQJ DW WKH WLPH� RIIHUV D GHILQLWH PLOLWDU\ DGYDQWDJH�´���
&RPEDWDQWV� RU LQGLYLGXDOV ZKR GLUHFWO\ WDNH SDUW LQ KRVWLOLWLHV� DUH QRW SURWHFWHG E\ GLVWLQFWLRQ
DQG WKXV VHUYH DV OHJLWLPDWH WDUJHWV IRU PLOLWDU\ RSHUDWLRQV����

&RQYHUVHO\� ³LQWHQWLRQDOO\ GLUHFWLQJ DWWDFNV DJDLQVW WKH FLYLOLDQ SRSXODWLRQ« RU DJDLQVW
LQGLYLGXDO FLYLOLDQV QRW WDNLQJ GLUHFW SDUW LQ KRVWLOLWLHV´ QRW RQO\ YLRODWHV WKH FXVWRPDU\ SULQFLSOH
RI GLVWLQFWLRQ� EXW DOVR FRQVWLWXWHV D ZDU FULPH XQGHU $UWLFOH �����H��L� RI WKH 5RPH 6WDWXWH RI WKH
,QWHUQDWLRQDO &ULPLQDO &RXUW �³5RPH 6WDWXWH´����� 7KRXJK <HPHQ LV D VLJQDWRU\ WR WKH 5RPH
6WDWXWH� WKH\ KDYH QRW UDWLILHG LW DQG WKHUHIRUH QR FULPHV ZLWKLQ LWV MXULVGLFWLRQ FDQ EH KHOSIXO LQ
FRQWULEXWLQJ WR D ZLGHO\�UHFRJQL]HG SULQFLSOH RI FXVWRPDU\ ODZ���� 7KH ,&& PD\ DOVR LQYHVWLJDWH
VLWXDWLRQV UHIHUUHG E\ WKH 6HFXULW\ &RXQFLO� WKRXJK WKLV UHPDLQV DQ XQOLNHO\ VFHQDULR DV DOO ILYH
SHUPDQHQW PHPEHUV KDYH KDG VRPH OHYHO RI LQYROYHPHQW LQ WKH FRQIOLFW� ,Q WKH HYHQW WKDW DQ

��� 8�1� +LJK &RPP¶U IRU +XPDQ 5LJKWV� 6LWXDWLRQ RI +XPDQ 5LJKWV LQ <HPHQ� ,QFOXGLQJ 9LRODWLRQV DQG $EXVHV
VLQFH 6HSWHPEHU ����� � ��� 8�1� 'RF� $�+5&����&53�� �6HS� ��� ������

��� 5RPH 6WDWXWH RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW DUW� �����H��L�� -XO\ ��� ����� ���� 8�1�7�6� ������

��� :KDW LV ,QWHUQDWLRQDO +XPDQLWDULDQ /DZ"� ,&5& �-XO\ ������
KWWSV���ZZZ�LFUF�RUJ�HQ�GRF�DVVHWV�ILOHV�RWKHU�ZKDWBLVBLKO�SGI�

��� 3URWRFRO $GGLWLRQDO WR WKH *HQHYD &RQYHQWLRQV RI �� $XJXVW ����� DQG UHODWLQJ WR WKH 3URWHFWLRQ RI 9LFWLPV RI
,QWHUQDWLRQDO $UPHG &RQIOLFWV �3URWRFRO ,�� $UW� ������ -XQH �� ����� 8�1� 2�+�&�+�5�� 3URWRFRO $GGLWLRQDO WR WKH
*HQHYD &RQYHQWLRQV RI �� $XJXVW ����� DQG 5HODWLQJ WR WKH 3URWHFWLRQ RI 9LFWLPV RI 1RQ�,QWHUQDWLRQDO $UPHG
&RQIOLFWV �3URWRFRO ,,��

��� &XVWRPDU\ ,+/ ± 5XOH �� 7KH 3ULQFLSOH RI 'LVWLQFWLRQ EHWZHHQ &LYLOLDQV DQG &RPEDWDQWV� ,17¶/ &200� 5('

&5266� KWWSV���LKO�GDWDEDVHV�LFUF�RUJ�FXVWRPDU\�LKO�HQJ�GRFV�Y�BUXOBUXOH� �ODVW YLVLWHG 1RY� ��� ������

��� 6HH 3URWRFRO $GGLWLRQDO WR WKH *HQHYD &RQYHQWLRQV RI �� $XJXVW ���� DQG 5HODWLQJ WR WKH 3URWHFWLRQ RI 9LFWLPV
RI ,QWHUQDWLRQDO $UPHG &RQIOLFWV �3URWRFRO ,�� -XQH �� ����� ���� 8�1�7�6� �� DW DUW� ���

��� 6HH $GGLWLRQDO 3URWRFRO ,,� 3URWRFRO $GGLWLRQDO WR WKH *HQHYD &RQYHQWLRQV RI �� $XJXVW ����� DQG UHODWLQJ WR WKH
3URWHFWLRQ RI 9LFWLPV RI 1RQ�,QWHUQDWLRQDO $UPHG &RQIOLFW� -XQH �� ����� ���� 8�1�7�6� ���� DW DUW� ������E�� DUW�
�����F��

��� 6HH 3URWRFRO $GGLWLRQDO WR WKH *HQHYD &RQYHQWLRQV RI �� $XJXVW ����� DQG UHODWLQJ WR WKH 3URWHFWLRQ RI 9LFWLPV
RI 1RQ�,QWHUQDWLRQDO $UPHG &RQIOLFW� -XQH �� ����� ���� 8�1�7�6� ���� DW DUW� ����������

��
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LQWHUQDWLRQDO FULPLQDO WULEXQDO LV HVWDEOLVKHG IRU <HPHQ� WKH 5RPH 6WDWXWH FRXOG EH DQ LQYDOXDEOH
GRFXPHQW LQ KHOSLQJ GHILQH FULPHV LQ DFFRUGDQFH ZLWK ,+/ DQG FXVWRPDU\ ODZ�

7KH SULQFLSOH RI GLVWLQFWLRQ DOVR SURWHFWV FLYLOLDQ REMHFWV� ZKLFK LQFOXGHV VFKRROV� SODFHV
RI ZRUVKLS� KRVSLWDOV� DQG PRUH���� +RZHYHU� FLYLOLDQ LQIUDVWUXFWXUH PD\ EH WDUJHWHG LI XVHG IRU
PLOLWDU\ SXUSRVHV���� ,I LW LV XQFOHDU ZKHWKHU D FLYLOLDQ REMHFW LV XVHG LQ D ZD\ WKDW ZRXOG UHQGHU LW
D OHJLWLPDWH PLOLWDU\ REMHFWLYH� WKHQ� XQGHU ,+/ LW PXVW EH FRQVLGHUHG D FLYLOLDQ REMHFW DQG QRW
WDUJHWHG IRU DWWDFN���� &LYLOLDQ FKLOGUHQ ZRXOG EH SURWHFWHG E\ WKH SULQFLSOH RI GLVWLQFWLRQ DV
QRQ�FRPEDWDQWV DQG QRQ�PLOLWDU\ REMHFWLYHV� )RU WKDW UHDVRQ� DWWDFNV GLUHFWHG DW FLYLOLDQ FKLOGUHQ
ZRXOG YLRODWH WKH SULQFLSOH RI GLVWLQFWLRQ DQG SRWHQWLDOO\ TXDOLI\ DV ZDU FULPHV XQGHU $UWLFOH
�����H��L� RI WKH 5RPH 6WDWXWH�

E� 3URSRUWLRQDOLW\
+RZHYHU� HYHQ LI DQ DWWDFN FRPSOLHV ZLWK WKH SULQFLSOH RI GLVWLQFWLRQ� LW PD\ YLRODWH

FXVWRPDU\ ,+/ XQGHU WKH SULQFLSOH RI SURSRUWLRQDOLW\ RU QHFHVVLW\� 8QGHU WKH SULQFLSOH RI
SURSRUWLRQDOLW\� DQ\ XVH RI IRUFH PXVW EH FRPPHQVXUDWH ZLWK WKH DQWLFLSDWHG PLOLWDU\
DGYDQWDJH���� %RWK $UWLFOH ������E� RI $GGLWLRQDO 3URWRFRO ,��� DQG $UWLFOH �����F� RI WKH 5RPH
6WDWXWH KDYH FRGLILHG WKLV SULQFLSOH� &RQVLVWHQW ZLWK WKLV SULQFLSOH� SDUWLHV WR D FRQIOLFW PD\ QRW
ODXQFK DWWDFNV OLNHO\ WR FDXVH GLVSURSRUWLRQDWH FLYLOLDQ FDVXDOWLHV RU GDPDJH WR FLYLOLDQ
LQIUDVWUXFWXUH� HYHQ LI LQFLGHQWDO RU LQGLUHFW���� 7KXV� HYHQ LI DQ DWWDFN LV FRQVLVWHQW ZLWK WKH
SULQFLSOH RI GLVWLQFWLRQ� LW PD\ VWLOO EH XQODZIXO LI LW LV H[SHFWHG WR FDXVH GLVSURSRUWLRQDWH KDUP WR
WKH FLYLOLDQV� LQFOXGLQJ FKLOGUHQ� DV FRPSDUHG WR WKH DQWLFLSDWHG PLOLWDU\ DGYDQWDJH�

F� 0LOLWDU\ 1HFHVVLW\
7KH SULQFLSOH RI QHFHVVLW\ SHUPLWV SDUWLHV WR D FRQIOLFW WR XVH IRUFH RQO\ WR WKH H[WHQW

QHFHVVDU\ WR DFKLHYH D OHJLWLPDWH PLOLWDU\ REMHFWLYH���� 6XFK IRUFH LQFOXGHV PHDVXUHV
³LQGLVSHQVDEOH IRU VHFXULQJ WKH FRPSOHWH VXEPLVVLRQ RI WKH HQHP\ DV VRRQ DV SRVVLEOH�´��� ,Q
RWKHU ZRUGV� WKH RQO\ OHJLWLPDWH PLOLWDU\ QHFHVVLW\ LV ³WR ZHDNHQ WKH PLOLWDU\ FDSDFLW\ RI WKH
RWKHU SDUWLHV WR WKH FRQIOLFW�´��� ,Q UHFRJQLWLRQ RI WKLV SULQFLSOH� XQGHU $UWLFOH ������F� RI WKH
5RPH 6WDWXWH� FULPLQDO OLDELOLW\ LV H[FXVHG IRU DWWDFNV RQ ³SURSHUW\« HVVHQWLDO IRU DFFRPSOLVKLQJ
D PLOLWDU\ PLVVLRQ� DJDLQVW DQ LPPLQHQW DQG XQODZIXO XVH RI IRUFH LQ D PDQQHU SURSRUWLRQDWH WR
WKH GHJUHH RI GDQJHU WR WKH SHUVRQ RU WKH RWKHU SHUVRQ RU SURSHUW\ SURWHFWHG�´��� $FFRUGLQJO\� LI

��� 5RPH 6WDWXWH RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW DUW� ������F�� -XO\ ��� ����� ���� 8�1�7�6� ������
��� 0LOLWDU\ 1HFHVVLW\� ,&5&� KWWSV���FDVHERRN�LFUF�RUJ�JORVVDU\�PLOLWDU\�QHFHVVLW\ �ODVW YLVLWHG -XQH ��� ������
��� /$85,( 5� %/$1. 	 *5(*25< 3� 1221(� ,17(51$7,21$/ /$: $1' $50(' &21)/,&7 �� �������
��� 5RPH 6WDWXWH RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW DUW� �����E��LY� �-XO� ��� ������

��� ,� 3URWRFRO $GGLWLRQDO WR WKH *HQHYD &RQYHQWLRQV RI �� $XJXVW ����� DQG 5HODWLQJ WR WKH 3URWHFWLRQ RI 9LFWLPV RI
1RQ�,QWHUQDWLRQDO $UPHG &RQIOLFWV �3URWRFRO ,� DUW� ������D��LL�� ���� 8�1�7�6� ��

��� 3URWRFRO $GGLWLRQDO WR WKH *HQHYD &RQYHQWLRQV RI �� $XJXVW ����� DQG 5HODWLQJ WR WKH 3URWHFWLRQ RI 9LFWLPV RI
1RQ�,QWHUQDWLRQDO $UPHG &RQIOLFWV �3URWRFRO ,� DUW� �����E� ���� 8�1�7�6� ��

��� 0,&+$(/ 1(:721 	 /$55< 0$<� 3523257,21$/,7< ,1 ,17(51$7,21$/ /$: �� �������

��� ,&5&� 7UHDWLHV� 6WDWHV 3DUWLHV DQG &RPPHQWDULHV� &RQYHQWLRQ �,,� ZLWK 5HVSHFW WR WKH /DZV DQG &XVWRPV RI :DU
RQ /DQG DQG LWV DQQH[� 5HJXODWLRQV FRQFHUQLQJ WKH /DZV DQG &XVWRPV RI :DU RQ /DQG� 7KH +DJXH� �� -XO\ ������
$UW� ������
KWWSV���LKO�GDWDEDVHV�LFUF�RUJ�DSSOLF�LKO�LKO�QVI�$UWLFOH�[VS"DFWLRQ RSHQ'RFXPHQW	GRFXPHQW,G &��%�((������))
�&�����&'�����(����a�WH[W ����VDPH���WLPH���IRU���PLOLWDU\���SXUSRVHV� �ODVW YLVLWHG -XQH ��� ������

��� 6HUJH %UDPPHUW] HW DO�� $WWDFNV DJDLQVW &XOWXUDO +HULWDJH DV D :HDSRQ RI :DU� �� -� ,17¶/ &5,0� -867� ����� ����
�������

��� 3URWRFRO $GGLWLRQDO WR WKH *HQHYD &RQYHQWLRQV RI �� $XJXVW ����� DQG 5HODWLQJ WR WKH 3URWHFWLRQ RI 9LFWLPV RI
1RQ�,QWHUQDWLRQDO $UPHG &RQIOLFWV �3URWRFRO ,,��

��



DQ DWWDFN FDXVHG KDUP WR FLYLOLDQV� LQFOXGLQJ FKLOGUHQ� EXW WKH WDUJHWHG REMHFW ZDV D OHJLWLPDWH
PLOLWDU\ WDUJHW� WKH DWWDFN ZDV SURSRUWLRQDO WR WKH DQWLFLSDWHG PLOLWDU\ DGYDQWDJH� DQG WKH DWWDFN
ZDV QHFHVVDU\ WR DFFRPSOLVK D OHJLWLPDWH PLOLWDU\ REMHFWLYH� WKHQ WKH DWWDFN PD\ EH ODZIXO�
+RZHYHU� LI WKH SULQFLSOH RI GLVWLQFWLRQ� SURSRUWLRQDOLW\� RU PLOLWDU\ QHFHVVLW\ LV YLRODWHG� WKHQ WKH
DWWDFN ZRXOG EH XQODZIXO DQG SRWHQWLDOO\ RSHQ WKH SHUSHWUDWRU WR OLDELOLW\� )XUWKHU� LI DQ DWWDFN KDV
YLRODWHG RQH RI WKHVH SULQFLSOHV DQG UHVXOWHG LQ FLYLOLDQ IDWDOLWLHV� WKHQ LW OLNHZLVH PD\ YLRODWH WKH
ULJKW WR OLIH XQGHU ,+5/����

�� 3K\VLFDO +HDOWK

$WWDFNV RQ PHGLFDO IDFLOLWLHV DQG LQWHUIHUHQFH ZLWK FLYLOLDQV¶ DFFHVV WR PHGLFDO FDUH OLNHO\
YLRODWH ERWK ,+5/ DQG ,+/ SURWHFWLRQV IRU SK\VLFDO KHDOWK VHUYLFHV DQG FLYLOLDQV VHHNLQJ WKHP�

1XPHURXV ,+5/ DJUHHPHQWV DGGUHVV WKH SURWHFWLRQ RI DQG DFFHVV WR KHDOWKFDUH GXULQJ
ZDUWLPH� 2I SDUWLFXODU UHOHYDQFH LV WKH &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG²WR ZKLFK <HPHQ
LV D SDUW\²ZKLFK UHTXLUHV 6WDWH SDUWLHV WR ³UHFRJQL]H WKH ULJKW RI WKH FKLOG WR WKH HQMR\PHQW RI
WKH KLJKHVW DWWDLQDEOH VWDQGDUG RI KHDOWK DQG WR IDFLOLWLHV IRU WKH WUHDWPHQW RI LOOQHVV DQG
UHKDELOLWDWLRQ RI KHDOWK�´ DQG WR ³VWULYH WR HQVXUH WKDW QR FKLOG LV GHSULYHG RI KLV RU KHU ULJKW RI
DFFHVV WR VXFK KHDOWK FDUH VHUYLFHV�´��� $GGLWLRQDOO\� <HPHQ KDV UDWLILHG WKH ,QWHUQDWLRQDO
&RYHQDQW RQ (FRQRPLF� 6RFLDO DQG &XOWXUDO 5LJKWV �³,&(6&5´�� ZKLFK DFNQRZOHGJHV WKH ULJKW
RI DOO LQGLYLGXDOV WR WKH KLJKHVW DWWDLQDEOH VWDQGDUG RI PHQWDO DQG SK\VLFDO KHDOWK���� $OWKRXJK
WKHVH VWDQGDUGV PD\ EH ODUJHO\ DVSLUDWLRQDO LQ QDWXUH� HIIRUWV E\ WKH SDUW\ ZLWK MXULVGLFWLRQ RU
FRQWURO RYHU WKH FLYLOLDQ SRSXODWLRQ WR LQWHQWLRQDOO\ RU UHFNOHVVO\ SUHYHQW FLYLOLDQV� LQFOXGLQJ
FKLOGUHQ� IURP DFFHVVLQJ SK\VLFDO KHDOWK SURYLGHUV� OLNH KRVSLWDOV� PHGLFDO FHQWHUV� FOLQLFV� DQG
KXPDQLWDULDQ DLG VRXUFHV� PD\ YLRODWH WKHVH ,+5/ SURYLVLRQV� SURYLGHG WKDW WKHUH LV QR
FRXQWHUYDLOLQJ ,+/ MXVWLILFDWLRQ IRU VXFK RSHUDWLRQV�

+RZHYHU� WKH SDUWLHV¶ GHVWUXFWLRQ RI KHDOWK DQG PHGLFDO UHVRXUFHV DQG LQWHUIHUHQFH ZLWK
FLYLOLDQ¶V DFFHVV WR KHDOWKFDUH OLNHO\ YLRODWHV ,+/� 'XULQJ 1,$&V� &RPPRQ $UWLFOH � WR WKH
*HQHYD &RQYHQWLRQV UHTXLUHV WKDW SDUWLHV WR D FRQIOLFW DOORZ DOO ZRXQGHG DQG VLFN SHRSOH WR EH
FROOHFWHG DQG WUHDWHG���� 7KLV SURYLVLRQ KDV DOVR EHHQ UHFRJQL]HG DV &,/���� 7KH 5RPH 6WDWXWH
DOVR IRUELGV DWWDFNLQJ PHGLFDO EXLOGLQJV DQG YHKLFOHV DQG FKDUDFWHUL]HV WKLV SURKLELWLRQ DV &,/�
VLJQLI\LQJ WKDW SDUWLHV WR WKH <HPHQ FRQIOLFW PD\ EH KHOG DFFRXQWDEOH IRU YLRODWLQJ WKLV
SURKLELWLRQ UHJDUGOHVV RI WKHLU WUHDW\ PHPEHUVKLS����$FFRUGLQJO\� ERWK SDUWLHV DQG QRQ�SDUWLHV WR
WKH *HQHYD &RQYHQWLRQV DQG WKH 5RPH 6WDWXWH PD\ QRW LQWHUIHUH ZLWK WKH DFFHVV RI VLFN DQG
ZRXQGHG FLYLOLDQV¶ DFFHVV WR RU DWWDFN PHGLFDO IDFLOLWLHV DQG WUHDWPHQW FHQWHUV� $LUVWULNHV RQ
PHGLFDO FHQWHUV DQG KRVSLWDOV LQ WKH HDUO\ \HDUV RI WKH <HPHQ &LYLO :DU���� GHQLDO RI FLYLOLDQV¶
DFFHVV WR KRVSLWDOV���� VKRRWLQJV RI FKLOGUHQ DWWHPSWLQJ WR DFFHVV PHGLFDO FDUH���� XVH RI PHGLFDO

��� �<$'���������
��� �<7=��������� �<7=��������� �<6'���������
��� 6HH� H�J�� �<7=������� �<7=���������
��� 5RPH 6WDWXWH RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW� DUW� �� -XO\ �� ����� ���� 8�1�7�6� ��� ���E��[��

��� *HQHYD &RQYHQWLRQ 5HODWLYH WR WKH 3URWHFWLRQ RI &LYLOLDQ 3HUVRQV LQ 7LPH RI :DU �)RXUWK *HQHYD &RQYHQWLRQ�
DUW� �� �� $XJ� ����� �� 8�1�7�6� ����

��� *HQHYD &RQYHQWLRQ 5HODWLYH WR WKH 3URWHFWLRQ RI &LYLOLDQ 3HUVRQV LQ 7LPH RI :DU �)RXUWK *HQHYD &RQYHQWLRQ�
DUW� �� �� $XJ� ����� �� 8�1�7�6� ����

��� ,QWHUQDWLRQDO &RYHQDQW RQ (FRQRPLF� 6RFLDO� DQG &XOWXUDO 5LJKWV� DUW� ��� 'HF���� ����� ��� 8�1�7�6� ����
��� &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� DUW� ��� 1RY� ��� ����� ���� 8�1�7�6� ��

��� $UPHG $FWLYLWLHV RQ WKH 7HUULWRU\ RI WKH &RQJR �'HP� 5HS� &RQJR Y� 8JDQGD�� -XGJPHQW� ���� ,�&�-� ���� ��
������� �'HF� ����

��



FHQWHUV DV VKLHOGV���� SUHYHQWLRQ RI WKH GHOLYHU\ RI PHGLFDO VXSSOLHV���� DQG WDUJHWLQJ KXPDQLWDULDQ
DLG RUJDQL]DWLRQV DWWHPSWLQJ WR GHOLYHU DLG WR FLYLOLDQV���� FRXOG FRQVWLWXWH YLRODWLRQV RI &RPPRQ
$UWLFOH � WR WKH *HQHYD &RQYHQWLRQV DQG WKH 5RPH 6WDWXWH¶V FXVWRPDU\ SURWHFWLRQV IRU FLYLOLDQV
LQ QHHG RI PHGLFDO DLG DQG PHGLFDO IDFLOLWLHV DQG SURYLGHUV�

)RU PRUH LQIRUPDWLRQ RQ WKH SURWHFWLRQ RI PHGLFDO IDFLOLWLHV DQG SURYLGHUV DQG WKHLU
FRQQHFWLRQ WR WKH FULPH RI VWDUYDWLRQ LQ <HPHQ� SOHDVH VHH <HPHQ $FFRXQWDELOLW\ 3URMHFW�
6WDUYDWLRQ� %XLOGLQJ WKH &DVH IRU 3URVHFXWLQJ 6WDUYDWLRQ &ULPHV LQ <HPHQ �������

�� 0HQWDO +HDOWK

3URYLGHG WKDW QR UXOHV RI ,+/ MXVWLI\ HDFK UHOHYDQW RSHUDWLRQ� HIIRUWV E\ SDUWLHV WR WKH
FRQIOLFW DWWDFNLQJ PHGLFDO IDFLOLWLHV DQG SURYLGHUV DQG LQWHUIHULQJ ZLWK FLYLOLDQV¶ DFFHVV WR KHDOWK
VHUYLFHV PD\ DOVR YLRODWH ,+5/� ,+5/ DSSHDUV WR EH WKH PRVW UHOHYDQW ERG\ RI ODZ FRQFHUQLQJ
PHQWDO KHDOWKFDUH� DV &RPPRQ $UWLFOH � WR WKH *HQHYD &RQYHQWLRQV GRHV QRW UHIHU VSHFLILFDOO\ WR
PHQWDO KHDOWKFDUH VHUYLFHV���� 2QO\ D ODWHU DUWLFOH LQ WKH )RXUWK *HQHYD &RQYHQWLRQ� LQDSSOLFDEOH
WR 1,$&V� UHIHUV WR WKH QHHG IRU LVRODWLRQ DUHDV IRU SULVRQHUV ZLWK PHQWDO GLVHDVHV���� $OWKRXJK
WKLV PD\ VXJJHVW WKDW PHQWDO LOOQHVV LV YLHZHG DV IDOOLQJ XQGHU WKH XPEUHOOD RI PHGLFDO FDUH� WKH
FRPPHQWDU\ WR WKH &RQYHQWLRQ GRHV QRW DSSHDU WR IXUWKHU FRQWHPSODWH PHQWDO KHDOWKFDUH EH\RQG
WKLV� $FFRUGLQJO\� DOWKRXJK LQWHUIHUHQFH ZLWK PHQWDO KHDOWKFDUH DSSHDUV WR YLRODWH ,+5/� LW GRHV
QRW DSSHDU WR LPSOLFDWH VSHFLILF SURYLVLRQV RI ,+/�

:LWKLQ WKH UHOHYDQW ERG\ RI ,+5/� WKH ,&(6&5 DFNQRZOHGJHV WKH ULJKW RI DOO LQGLYLGXDOV
WR WKH KLJKHVW DWWDLQDEOH VWDQGDUG RI SK\VLFDO DQG PHQWDO KHDOWK���� 7KLV GHPRQVWUDWHV WKDW PHQWDO
KHDOWK LV UHFRJQL]HG DV D KXPDQ ULJKW DQG LV HQIRUFHDEOH LQ <HPHQ� D VWDWH SDUW\ WR WKH
&RQYHQWLRQ� 7KH &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG DOVR LQFRUSRUDWHV WKLV ULJKW� $OWKRXJK LW
GRHV QRW VSHFLILFDOO\ UHIHU WR PHQWDO KHDOWKFDUH� $UWLFOH �� RI WKH &RQYHQWLRQ SURWHFWV FKLOGUHQ¶V
ULJKW WR ³WKH KLJKHVW DWWDLQDEOH VWDQGDUG RI KHDOWK�´ DQG ³DFFHVV >WR@ VXFK KHDOWK VHUYLFHV�´��� 7KH
FRPPHQWDU\ WR WKLV $UWLFOH VSHFLILHV WKDW LW DSSOLHV WR ³>W@KH QRUPDWLYH FRQWHQW RI µWKH KLJKHVW
DWWDLQDEOH VWDQGDUG RI KHDOWK�¶´ ZKLFK FRQVLGHUV ELRORJLFDO FRQGLWLRQV RI ELRORJLFDO SUHFRQGLWLRQV�
OLYLQJ FRQGLWLRQV� DQG DFFHVV WR FDUH IRU ³ERWK SK\VLFDO DQG PHQWDO KHDOWK�´��� $FFRUGLQJO\� LQMXU\
WR QRW RQO\ SK\VLFDO KHDOWK� EXW DOVR PHQWDO KHDOWK FRXOG JLYH ULVH WR DFFRXQWDELOLW\ IRU
SHUSHWUDWRUV RI DWWDFNV RQ PHGLFDO IDFLOLWLHV DQG LQWHUIHUHQFH ZLWK PHGLFDO VHUYLFHV�

�� (GXFDWLRQ

%HFDXVH WKH ULJKW WR DFFHVV DQ HGXFDWLRQ� FUXFLDO WR DQ\ FKLOG¶V GHYHORSPHQW� LV SURWHFWHG
XQGHU ERWK ,+5/ DQG ,+/� LQ ERWK OHJDO UHJLPHV� SHUSHWUDWRUV PD\ EH KHOG DFFRXQWDEOH IRU D
QXPEHU RI YLRODWLRQV LQ FRQQHFWLRQ WR WKH ZLGHVSUHDG GLVSRVVHVVLRQ RI FKLOGUHQ¶V DFFHVV WR
HGXFDWLRQ LQ <HPHQ�

��� $VEM¡UQ (LGH� 7KH 6FRSH RI $UWLFOH ��� �� LQ $ &200(17$5< 21 7+( 81,7(' 1$7,216 &219(17,21 21 7+( 5,*+76 2)

7+( &+,/'� $57,&/( ��� 7+( 5,*+7 72 +($/7+ � �:HQFKH %DUWK (LGH HG�� ������

��� &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� DUW� ��� 1RY� ��� ����� ���� 8�1�7�6� ��
��� ,QWHUQDWLRQDO &RYHQDQW RQ (FRQRPLF� 6RFLDO� DQG &XOWXUDO 5LJKWV� DUW� ��� 'HF���� ����� ��� 8�1�7�6� ����

��� *HQHYD &RQYHQWLRQ 5HODWLYH WR WKH 3URWHFWLRQ RI &LYLOLDQ 3HUVRQV LQ 7LPH RI :DU �)RXUWK *HQHYD &RQYHQWLRQ�
DUW� ��� �� $XJ� ����� �� 8�1�7�6� ����

��� *HQHYD &RQYHQWLRQ 5HODWLYH WR WKH 3URWHFWLRQ RI &LYLOLDQ 3HUVRQV LQ 7LPH RI :DU �)RXUWK *HQHYD &RQYHQWLRQ�
DUW� �� �� $XJ� ����� �� 8�1�7�6� ����

��� �<7=��������� �<6'��������
��� �<1$���������
��� �<7=���������

��



)LUVW� DV DOO KXPDQ ULJKWV DUH LQWHUGHSHQGHQW� WKH ULJKW WR HGXFDWLRQ RIWHQ LPSOLFDWHV RWKHU
KXPDQ ULJKWV� VXFK DV WKH ULJKW WR ZRUN���� :KHQ VFKRROV DUH VKXW GRZQ� FKLOGUHQ DOVR EHFRPH
LQFUHDVLQJO\ YXOQHUDEOH WR PDOQXWULWLRQ� SRYHUW\� DQG H[SORLWDWLRQ���� 7KXV� XQGHU
,+5/²FRGLILHG SULPDULO\ ZLWKLQ WKH 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV �³8'+5´��
,&(6&5� DQG WKH ,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV �³,&&35´�²GHSULYLQJ D
FKLOG RI DQ HGXFDWLRQ LV SURKLELWHG����

7KH 8'+5 SURYLGHV IRU WKH XQLYHUVDO ULJKW WR HGXFDWLRQ LQ $UWLFOH ��� ZKLFK VWDWHV WKDW
³HYHU\RQH KDV WKH ULJKW WR HGXFDWLRQ � � � HGXFDWLRQ VKDOO EH GLUHFWHG WR WKH IXOO GHYHORSPHQW RI
WKH KXPDQ SHUVRQDOLW\ DQG WR WKH VWUHQJWKHQLQJ RI UHVSHFW IRU KXPDQ ULJKWV DQG IXQGDPHQWDO
IUHHGRPV�´��� 7KLV UXOH LV DOVR LQFRUSRUDWHG LQ WKH ,&(6&5� ZKLFK PDQGDWHV WKDW VWDWH SDUWLHV
³UHFRJQL]H WKH ULJKW RI HYHU\RQH WR HGXFDWLRQ�´��� 7KH ,&&35 IXUWKHU SURYLGHV WKDW� LQ RUGHU WR
DFKLHYH WKLV JRDO� ³SULPDU\ HGXFDWLRQ VKDOO EH FRPSXOVRU\ DQG DYDLODEOH IUHH WR DOO�´ DQG
VHFRQGDU\ HGXFDWLRQ ³VKDOO EH PDGH JHQHUDOO\ DYDLODEOH DQG DFFHVVLEOH WR DOO E\ DSSURSULDWH
PHDQV�´��� )XUWKHU� WKH &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG UHFRJQL]HV ³WKH ULJKW RI WKH FKLOG WR
HGXFDWLRQ�´��� 7KH &RQYHQWLRQ SURYLGHV DGGLWLRQDO PHDVXUHV� LQFOXGLQJ D UHTXLUHPHQW WKDW VWDWH
SDUWLHV HQFRXUDJH UHJXODU VFKRRO DWWHQGDQFH���� 7KH &RPPLWWHH RQ WKH 5LJKWV RI WKH &KLOG �DQ
RYHUVLJKW ERG\ RI H[SHUWV PRQLWRULQJ WKH &RQYHQWLRQ¶V LPSOHPHQWDWLRQ� KDV LQGLFDWHG WKDW� LQ
DGGLWLRQ WR EDVLF DFFHVV� D FKLOG¶V HGXFDWLRQ PXVW EH RI ³VXIILFLHQW TXDOLW\´ DQG� DV VXFK� VKRXOG
EH ³FKLOG�FHQWHUHG� FKLOG�IULHQGO\� DQG HPSRZHULQJ�´��� $V <HPHQ LV D VWDWH SDUW\ WR WKH ,&(6&5
DQG &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� WKHVH SURYLVLRQV DUH ELQGLQJ RQ WKH <HPHQL
*RYHUQPHQW����

6LQFH ����� WKH FRQIOLFW LQ <HPHQ KDV VWULSSHG PRUH WKDQ WZR PLOOLRQ <HPHQL FKLOGUHQ RI
WKHLU HGXFDWLRQ��� DQG OHIW ��� PLOOLRQ PRUH LQ QHHG RI HPHUJHQF\ HGXFDWLRQDO VXSSRUW� D VWDWLVWLF
ZKLFK UHIOHFWV D PRUH WKDQ VHYHQ�IROG LQFUHDVH DV FRPSDUHG WR SUH�FRQIOLFW QXPEHUV���� ,Q OLJKW
RI WKHVH IDFWV� 81,&() KDV H[SUHVVHG FRQFHUQ WKDW� DEVHQW LQWHUYHQWLRQ DQG VXSSRUW� GLVSODFHG
VWXGHQWV PD\ QHYHU UHWXUQ WR VFKRRO���� 7KLV FRQFHUQ LV EROVWHUHG E\ WKH IDFW WKDW DUPHG JURXSV

��� 8QLWHG 1DWLRQV &KLOGUHQ¶V )XQG >81,&()@� (GXFDWLRQ 'LVUXSWHG� ,PSDFW RI WKH &RQIOLFW RQ &KLOGUHQ¶V (GXFDWLRQ
LQ <HPHQ DW � �-XO\ ����� KWWSV���ZZZ�XQLFHI�RUJ�\HPHQ�UHSRUWV�HGXFDWLRQ�GLVUXSWHG�

��� 8QLWHG 1DWLRQV &KLOGUHQ¶V )XQG >81,&()@� (GXFDWLRQ 'LVUXSWHG� ,PSDFW RI WKH &RQIOLFW RQ &KLOGUHQ¶V (GXFDWLRQ
LQ <HPHQ DW � �-XO\ ����� KWWSV���ZZZ�XQLFHI�RUJ�\HPHQ�UHSRUWV�HGXFDWLRQ�GLVUXSWHG�

��� 8QLWHG 1DWLRQV &KLOGUHQ¶V )XQG >81,&()@� <HPHQ +XPDQLWDULDQ 6LW5HS 0DUFK ����� DW � �0DU� �����
KWWSV���ZZZ�XQLFHI�RUJ�PHGLD��������ILOH�<HPHQ�+XPDQLWDULDQ�6LW5HS�0DUFK������SGI�

��� 5DWLILFDWLRQ 6WDWXV IRU <HPHQ� 8�1� +XPDQ 5LJKWV %RGLHV�
KWWSV���WELQWHUQHW�RKFKU�RUJ�BOD\RXWV����7UHDW\%RG\([WHUQDO�7UHDW\�DVS["&RXQWU\,' ���	/DQJ HQ �ODVW YLVLWHG
$SULO �� ������

��� &RPPLWWHH RQ WKH 5LJKWV RI WKH &KLOG� *HQHUDO &RPPHQW 1R� �� 7KH $LPV RI (GXFDWLRQ �DUWLFOH ����
&5&�*&�������� � � �������

��� &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� DUW� ������ 6HSWHPEHU �� ����� ���� 8�1�7�6� ��
��� &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� DUW� ������ 6HSWHPEHU �� ����� ���� 8�1�7�6� ��
��� ,QWHUQDWLRQDO &RYHQDQW RQ (FRQRPLF� 6RFLDO DQG &XOWXUDO 5LJKWV� DUW� ������ 'HF� ��� ����� ��� 8�1�7�6� ��
��� ,QWHUQDWLRQDO &RYHQDQW RQ (FRQRPLF� 6RFLDO DQG &XOWXUDO 5LJKWV� DUW� ������ 'HF� ��� ����� ��� 8�1�7�6� ��

��� 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV� *�$� 5HV� ���$�,,,�� 8�1� *$25� �G 6HVV� DUW� ��� 8�1� 'RF� $����
�������

��� %ULWLVK ,QVWLWXWH RI ,QWHUQDWLRQDO DQG &RPSDUDWLYH /DZ� 3URWHFWLQJ (GXFDWLRQ LQ ,QVHFXULW\ DQG $UPHG &RQIOLFW�
$Q ,QWHUQDWLRQDO /DZ +DQGERRN� �QG (GQ� DW �� �������

��� 8QLWHG 1DWLRQV &KLOGUHQ¶V )XQG >81,&()@� (GXFDWLRQ 'LVUXSWHG� ,PSDFW RI WKH &RQIOLFW RQ &KLOGUHQ¶V (GXFDWLRQ
LQ <HPHQ DW �� �-XO\ ������ KWWSV���ZZZ�XQLFHI�RUJ�\HPHQ�UHSRUWV�HGXFDWLRQ�GLVUXSWHG�

��� %ULWLVK ,QVWLWXWH RI ,QWHUQDWLRQDO DQG &RPSDUDWLYH /DZ� 3URWHFWLQJ (GXFDWLRQ LQ ,QVHFXULW\ DQG $UPHG &RQIOLFW�
$Q ,QWHUQDWLRQDO /DZ +DQGERRN� �QG (GQ� DW �� ������

��



KDYH RFFXSLHG HGXFDWLRQDO IDFLOLWLHV LQ RUGHU WR VSUHDG SURSDJDQGD DPRQJVW VWXGHQWV DQG UHFUXLW
FKLOG VROGLHUV� WKHUHE\ LQIOLFWLQJ VHYHUH GDPDJH RQ WKH DELOLW\ RI FKLOGUHQ LQ <HPHQ WR VDIHO\
DFFHVV DQ HGXFDWLRQ����

6LQFH� XQGHU WKH UHOHYDQW ,+5/ LQVWUXPHQWV� WKH <HPHQL JRYHUQPHQW LV REOLJDWHG WR
SUHVHUYH FKLOGUHQ¶V ULJKW WR DQ HGXFDWLRQ DQG KDV IDLOHG WR GR VR� WKH SDUWLHV UHVSRQVLEOH PD\ IDFH
OLDELOLW\� +RZHYHU� DOWKRXJK D 6WDWH¶V ,+5/ REOLJDWLRQ WR HQVXUH WKH ULJKW WR HGXFDWLRQ SHUVLVWV
GXULQJ WLPHV RI DUPHG FRQIOLFW� WKH 6WDWH PD\ EH XQDEOH WR IXOILOO LWV KXPDQ ULJKWV REOLJDWLRQV GXH
WR LWV LQYROYHPHQW LQ KRVWLOLWLHV���� 'XULQJ DUPHG FRQIOLFW� LW LV FRPPRQ IRU VFKRROV DQG
XQLYHUVLWLHV WR EH RYHUWDNHQ IRU XVH LQ PLOLWDU\ RSHUDWLRQV²FRQYHUWLQJ WKHP LQWR EDUUDFNV�
RSHUDWLRQV EDVHV� RU GHWHQWLRQ IDFLOLWLHV²RIWHQ ZKLOH VFKRRO LV VWLOO LQ VHVVLRQ���� 1RW RQO\ GR
WKHVH SUDFWLFHV GLVUXSW DFFHVV WR HGXFDWLRQ� EXW WKH\ DOVR WXUQ VFKRROV LQWR PLOLWDU\ WDUJHWV�
OHJLWLPL]LQJ SRWHQWLDO DWWDFNV DJDLQVW HGXFDWLRQDO EXLOGLQJV� +RZHYHU� XQGHU ,+/� WKH OH[
VSHFLDOLV JRYHUQLQJ WKH <HPHQ FRQIOLFW� VWXGHQWV� HGXFDWLRQ VWDII� DQG HGXFDWLRQDO IDFLOLWLHV DUH
VWLOO HQWLWOHG WR SURWHFWLRQ����

$UWLFOH �����D� RI $GGLWLRQDO 3URWRFRO ,, VWDWHV WKDW ³FKLOGUHQ VKDOO EH SURYLGHG ZLWK WKH
FDUH DQG DLG WKH\ UHTXLUH�´ DQG LQ SDUWLFXODU� WKDW ³WKH\ VKDOO UHFHLYH DQ HGXFDWLRQ� LQFOXGLQJ
UHOLJLRXV DQG PRUDO HGXFDWLRQ� LQ NHHSLQJ ZLWK WKH ZLVKHV RI WKHLU SDUHQWV´ RU JXDUGLDQV���� %\
SURWHFWLQJ SDUHQWV¶ ZLVKHV ZLWK UHJDUGV WR WKHLU FKLOGUHQ¶V HGXFDWLRQ� WKLV SURYLVLRQ SURWHFWV
FKLOGUHQ IURP H[SRVXUH WR XQZDQWHG SURSDJDQGD LQ HGXFDWLRQDO FRQWH[WV���� $V SUHYLRXVO\
LQGLFDWHG� PLOOLRQV RI <HPHQL FKLOGUHQ DUH HLWKHU RXW RI VFKRRO HQWLUHO\ RU KDYH KDG WKHLU
HGXFDWLRQDO DFFHVV GHVWDELOL]HG WKURXJK YLROHQFH� DLG GLVUXSWLRQ� DQG WKH UHFUXLWPHQW RI FKLOG
VROGLHUV���� 7KHVH FKLOGUHQ KDYH QRW UHFHLYHG WKH FDUH DQG DLG WKH\ DUH JXDUDQWHHG XQGHU
$GGLWLRQDO 3URWRFRO ,,�

,Q DQ DWWHPSW WR VROLGLI\ DQ LQWHUQDWLRQDO FRPPLWPHQW WR SURWHFWLQJ VFKRROV IURP DUPHG
FRQIOLFW� 1RUZD\ DQG $UJHQWLQD VSHDUKHDGHG WKH GHYHORSPHQW RI WKH 6DIH 6FKRROV 'HFODUDWLRQ LQ
����� 7KH GRFXPHQW VHWV RXW D VHULHV RI FRPPLWPHQWV UHODWHG WR VDIHJXDUGLQJ DFFHVV WR HGXFDWLRQ
ZKLFK VWDWH SDUWLHV DJUHH WR IROORZ GXULQJ DUPHG FRQIOLFW���� $V RI ����� ��� 6WDWHV KDYH
HQGRUVHG WKH GHFODUDWLRQ� LQFOXGLQJ <HPHQ���� 7KH *OREDO &RDOLWLRQ WR 3URWHFW (GXFDWLRQ 8QGHU
$WWDFN� WKH GHFODUDWLRQ¶V DGPLQLVWUDWLYH ERG\� KDV UHOHDVHG QRQ�OHJDOO\�ELQGLQJ JXLGHOLQHV IRU

��� *&3($� 6DIH 6FKRROV 'HFODUDWLRQ (QGRUVHPHQWV� KWWSV���VVG�SURWHFWLQJHGXFDWLRQ�RUJ�HQGRUVHPHQW� �ODVW YLVLWHG
RQ $SULO �� ������

��� *&3($� 7KH 6DIH 6FKRROV 'HFODUDWLRQ� KWWSV���VVG�SURWHFWLQJHGXFDWLRQ�RUJ� �ODVW YLVLWHG RQ $SULO �� �����

��� 8QLWHG 1DWLRQV &KLOGUHQ¶V )XQG >81,&()@� <HPHQ +XPDQLWDULDQ 6LW5HS 0DUFK ����� DW ��� �0DU� �����
KWWSV���ZZZ�XQLFHI�RUJ�PHGLD��������ILOH�<HPHQ�+XPDQLWDULDQ�6LW5HS�0DUFK������SGI�

��� %ULWLVK ,QVWLWXWH RI ,QWHUQDWLRQDO DQG &RPSDUDWLYH /DZ� 3URWHFWLQJ (GXFDWLRQ LQ ,QVHFXULW\ DQG $UPHG &RQIOLFW�
$Q ,QWHUQDWLRQDO /DZ +DQGERRN� �QG (GQ� DW ��� �������

��� 3URWRFRO $GGLWLRQDO WR WKH *HQHYD &RQYHQWLRQV RI �� $XJXVW ����� DQG UHODWLQJ WR WKH 3URWHFWLRQ RI 9LFWLPV RI
1RQ�,QWHUQDWLRQDO $UPHG &RQIOLFWV �3URWRFRO ,,� DUW� �����D�� -XQH �� ����� ���� 8�1�7�6� ����

��� %ULWLVK ,QVWLWXWH RI ,QWHUQDWLRQDO DQG &RPSDUDWLYH /DZ� 3URWHFWLQJ (GXFDWLRQ LQ ,QVHFXULW\ DQG $UPHG &RQIOLFW�
$Q ,QWHUQDWLRQDO /DZ +DQGERRN� �QG (GQ� DW ������ �������

��� $VKOH\ )HUUHOOL�0LOLWDU\ 8VH RI (GXFDWLRQDO )DFLOLWLHV 'XULQJ $UPHG &RQIOLFW� $Q (YDOXDWLRQ RI WKH *XLGHOLQHV
IRU 3URWHFWLQJ 6FKRROV DQG 8QLYHUVLWLHV IURP 0LOLWDU\ 8VH 'XULQJ $UPHG &RQIOLFW DV DQ (IIHFWLYH 6ROXWLRQ� �� *$� -�
,17¶/ 	 &203� /� ���� ������� ������

��� %ULWLVK ,QVWLWXWH RI ,QWHUQDWLRQDO DQG &RPSDUDWLYH /DZ� 3URWHFWLQJ (GXFDWLRQ LQ ,QVHFXULW\ DQG $UPHG &RQIOLFW�
$Q ,QWHUQDWLRQDO /DZ +DQGERRN� �QG (GQ� DW ��� �������

��� (XUR�0HGLWHUUDQHDQ +XPDQ 5LJKWV 0RQLWRU�0LOLWDUL]HG &KLOGKRRG� $ 5HSRUW RQ WKH +RXWKLV¶ 5HFUXLWPHQW RI
<HPHQL &KLOGUHQ 'XULQJ :DU�)HEUXDU\ ����� DW � �)HE� ��� ������

��



LPSOHPHQWDWLRQ RI WKH JHQHUDO SULQFLSOHV���� 7KH ILUVW JXLGHOLQH VWDWHV ³VFKRROV DQG XQLYHUVLWLHV
VKRXOG QRW EH XVHG E\ WKH ILJKWLQJ IRUFHV RI SDUWLHV WR DUPHG FRQIOLFW LQ DQ\ ZD\ LQ VXSSRUW RI WKH
PLOLWDU\ HIIRUW�´��� ,Q <HPHQ� WKH +RXWKLV KDYH UHSRUWHGO\ XVHG WKH GRPHVWLF HGXFDWLRQ V\VWHP WR
UHFUXLW FKLOG VROGLHUV DQG LQGRFWULQDWH VWXGHQWV ZLWK H[WUHPLVW LGHRORJ\� WKLV PHWKRGRORJ\ RI
UHFUXLWPHQW DQG LQGRFWULQDWLRQ VXEVLGL]HV WKHLU PLOLWDU\ DQG SROLWLFDO JRDOV E\ SURYLGLQJ WKHP
DFFHVV WR VROGLHUV UHDG\ WR FDUU\ RXW WKHLU PLVVLRQ���� )RU LQVWDQFH� WKH +RXWKL PRYHPHQW ZDV
IRXQG WR KDYH SURSDJDWHG DQWL�6HPLWLF UKHWRULF LQWR HOHPHQWDU\ HGXFDWLRQ FXUULFXOXP DQG
ERRNV���� 7KXV� WKH 6DIH 6FKRROV 'HFODUDWLRQ KDV EHHQ YLRODWHG LQ <HPHQ�

)XUWKHU� ZKLOH WKH 5RPH 6WDWXWH GRHV QRW H[SOLFLWO\ SURWHFW D FKLOG¶V ULJKW WR HGXFDWLRQ� LW
GRHV SURWHFW HGXFDWLRQDO EXLOGLQJV� ZLWK WKH H[FHSWLRQ RI WKRVH UHFRJQL]HG DV PLOLWDU\ REMHFWLYHV�
LQ ERWK ,$&V DQG 1,$&V���� 7KH GHVWUXFWLRQ RI WKRVH EXLOGLQJV LV D ZDU FULPH���� 7KH 5RPH
6WDWXWH DOVR RIIHUV SURWHFWLRQV WR FKLOGUHQ WKDW LQGLUHFWO\ HQFRXUDJH WKHLU HGXFDWLRQ� )RU H[DPSOH�
³FRQVFULSWLQJ RU HQOLVWLQJ FKLOGUHQ XQGHU WKH DJH RI ILIWHHQ´ LV FRQVLGHUHG D VHULRXV YLRODWLRQ RI
WKH 5RPH 6WDWXWH����

$W OHDVW RQH RXW RI HYHU\ IRXU HGXFDWLRQDO IDFLOLWLHV LQ <HPHQ KDV EHHQ GHVWUR\HG RU
GDPDJHG� RU LV QR ORQJHU XVHG IRU HGXFDWLRQDO SXUSRVHV���� 0RUH WKDQ �� SHUFHQW RI DOO SULPDU\
DQG VHFRQGDU\ VFKRROV KDYH FORVHG���� $GGLWLRQDOO\� WKH 8�6� 6WDWH 'HSDUWPHQW UHSRUWHG WKDW
DSSUR[LPDWHO\ ������� WHDFKHUV LQ +RXWKL�FRQWUROOHG SURYLQFHV KDYH QRW UHFHLYHG UHJXODU SD\
VLQFH �������� ,Q VXP� WKH GLVUXSWLRQ RI WKH <HPHQL HGXFDWLRQ V\VWHP KDV UHVXOWHG LQ WKH YLRODWLRQ
RI WKH SURWHFWLRQV JXDUDQWHHLQJ FKLOGUHQ D ULJKW WR HGXFDWLRQ XQGHU ERWK ,+5/ DQG ,+/�

�� &KLOG 0DUULDJH

7KH SUDFWLFH RI IRUFHG FKLOG PDUULDJH GXULQJ WKH <HPHQ &LYLO :DU GLUHFWO\ YLRODWHV ,+5/
DQG LPSOLFLWO\ YLRODWHV UHOHYDQW ,+/ SURYLVLRQV� $V DQ LQLWLDO PDWWHU� FKLOG PDUULDJH LV GHILQHG DV

��� 8�6 'HSW� RI 6WDWH� ���� &RXQWU\ 5HSRUWV RQ +XPDQ 5LJKWV 3UDFWLFHV� <HPHQ�
KWWSV���ZZZ�VWDWH�JRY�UHSRUWV������FRXQWU\�UHSRUWV�RQ�KXPDQ�ULJKWV�SUDFWLFHV�\HPHQ� �������

��� ,QWHUQDWLRQDO &RPPLWWHH RI WKH 5HG &URVV �,&5&�� <HPHQ� &RQIOLFW /HDYHV 0LOOLRQV RI &KLOGUHQ ZLWKRXW 3URSHU
(GXFDWLRQ �2FW� ��� ������
KWWSV���ZZZ�LFUF�RUJ�HQ�GRFXPHQW�\HPHQ�FRQIOLFW�OHDYHV�PLOOLRQV�FKLOGUHQ�ZLWKRXW�SURSHU�HGXFDWLRQ�

��� ,QWHUQDWLRQDO &RPPLWWHH RI WKH 5HG &URVV �,&5&�� <HPHQ� &RQIOLFW /HDYHV 0LOOLRQV RI &KLOGUHQ ZLWKRXW 3URSHU
(GXFDWLRQ �2FW� ��� ������
KWWSV���ZZZ�LFUF�RUJ�HQ�GRFXPHQW�\HPHQ�FRQIOLFW�OHDYHV�PLOOLRQV�FKLOGUHQ�ZLWKRXW�SURSHU�HGXFDWLRQ�

��� 5RPH 6WDWXWH RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW� DUW� �����E��[[YL� � -XO\ ��� ����� ���� 8�1�7�6� ������
��� 5RPH 6WDWXWH RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW� DUW� �����E��L[�� -XO\ ��� ����� ���� 8�1�7�6� ������

��� 5RPH 6WDWXWH RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW� DUW� �����E��L[�� �����H��LY�� -XO\ ��� ����� ���� 8�1�7�6�
������

��� 8�6 'HSW� RI 6WDWH� ���� &RXQWU\ 5HSRUWV RQ +XPDQ 5LJKWV 3UDFWLFHV� <HPHQ�
KWWSV���ZZZ�VWDWH�JRY�UHSRUWV������FRXQWU\�UHSRUWV�RQ�KXPDQ�ULJKWV�SUDFWLFHV�\HPHQ� �������

��� 8�6 'HSW� RI 6WDWH� ���� &RXQWU\ 5HSRUWV RQ +XPDQ 5LJKWV 3UDFWLFHV� <HPHQ�
KWWSV���ZZZ�VWDWH�JRY�UHSRUWV������FRXQWU\�UHSRUWV�RQ�KXPDQ�ULJKWV�SUDFWLFHV�\HPHQ� �������

��� *&3($� &RPPHQWDU\ RQ WKH ³*XLGHOLQHV IRU 3URWHFWLQJ 6FKRROV DQG 8QLYHUVLWLHV IURP 0LOLWDU\ 8VH GXULQJ
$UPHG &RQIOLFW�
KWWSV���SURWHFWLQJHGXFDWLRQ�RUJ�SXEOLFDWLRQ�JXLGHOLQHV�IRU�SURWHFWLQJ�VFKRROV�DQG�XQLYHUVLWLHV�IURP�PLOLWDU\�XVH�GXUL
QJ�DUPHG�FRQIOLFW��

��� *&3($� &RPPHQWDU\ RQ WKH ³*XLGHOLQHV IRU 3URWHFWLQJ 6FKRROV DQG 8QLYHUVLWLHV IURP 0LOLWDU\ 8VH GXULQJ
$UPHG &RQIOLFW�
KWWSV���SURWHFWLQJHGXFDWLRQ�RUJ�SXEOLFDWLRQ�JXLGHOLQHV�IRU�SURWHFWLQJ�VFKRROV�DQG�XQLYHUVLWLHV�IURP�PLOLWDU\�XVH�GXUL
QJ�DUPHG�FRQIOLFW��

��



³D IRUPDO PDUULDJH RU LQIRUPDO XQLRQ EHIRUH WKH DJH RI ���´��� )RUFHG PDUULDJH LQYROYHV ³D
PDUULDJH LQ ZKLFK RQH DQG�RU ERWK SDUWLHV KDYH QRW SHUVRQDOO\ H[SUHVVHG WKHLU IXOO DQG IUHH
FRQVHQW WR WKH XQLRQ�´��� &KLOG PDUULDJH LV D IRUP RI IRUFHG PDUULDJH� DV RQH RU ERWK RI WKH
SDUWLHV� ZKLFK FDQ LQFOXGH WKH FKLOG¶V IDPLO\� KDV QRW H[SUHVVHG WKHLU IXOO DQG IUHH FRQVHQW���� ,Q
����� LW ZDV UHSRUWHG WKDW DIWHU \HDUV RI D GHFOLQH LQ FKLOG PDUULDJH LQ <HPHQ� WKDW WUHQG KDV
UHYHUVHG DQG QRZ � LQ � PDUULHG ZRPHQ LQ <HPHQ EHWZHHQ WKH DJHV RI ����� ZHUH PDUULHG DV
FKLOGUHQ���� %HIRUH WKH &RQIOLFW� ��� RI JLUOV ZHUH PDUULHG EHIRUH WKH DJH RI ��� WKLV QXPEHU
LQFUHDVHG WR WZR�WKLUGV E\ �������� &KLOG PDUULDJHV KDYH ULVHQ LQ <HPHQ GXH WR LQFUHDVHG
FRQIOLFW� GLVSODFHPHQW� SRYHUW\� IRRG LQVHFXULW\� DQG ODFN RI KHDOWK VHUYLFHV FUHDWHG E\ WKH ZDU����

8QGHU ,+5/� IRUFHG PDUULDJH LV H[SOLFLWO\ SURKLELWHG E\ ERWK WKH ,&&35 DQG ,&(6&5����
DQG FKLOG PDUULDJH KDV EHHQ UHFRJQL]HG LQ VHYHUDO RWKHU ,+5/ LQVWUXPHQWV DV D YLRODWLRQ RI
KXPDQ ULJKWV� )RU LQVWDQFH� WKH 8'+5 UHFRJQL]HV WKH ULJKW WR ³IUHH DQG IXOO FRQVHQW´ WR
PDUULDJH���� 7KH &RQYHQWLRQ RQ WKH (OLPLQDWLRQ RI $OO )RUPV RI 'LVFULPLQDWLRQ DJDLQVW :RPHQ
DOVR SURKLELWV WKH EHWURWKDO DQG PDUULDJH RI FKLOGUHQ���� $OWKRXJK FKLOG PDUULDJH LV QRW DGGUHVVHG
GLUHFWO\ LQ WKH &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� FKLOG PDUULDJH LV OLQNHG WR RWKHU ULJKWV�
LQFOXGLQJ IUHHGRP RI H[SUHVVLRQ DQG SURWHFWLRQ DJDLQVW DOO IRUPV RI DEXVH DQG IURP KDUPIXO
WUDGLWLRQDO SUDFWLFHV� DQG LV RIWHQ DGGUHVVHG E\ WKH &RPPLWWHH RQ WKH 5LJKWV RI WKH &KLOG����
/DVWO\� WKH &RQYHQWLRQ RQ &RQVHQW WR 0DUULDJH� 0LQLPXP $JH IRU 0DUULDJH DQG 5HJLVWUDWLRQ RI
0DUULDJHV UHTXLUHV 6WDWH 3DUWLHV WR VSHFLI\ D PLQLPXP DJH IRU PDUULDJH����

7KH <HPHQL JRYHUQPHQW LV OLNHO\ LQ YLRODWLRQ RI WKH &RQYHQWLRQ RQ &RQVHQW WR 0DUULDJH�
0LQLPXP $JH IRU 0DUULDJH DQG 5HJLVWUDWLRQ RI 0DUULDJHV EHFDXVH LW FXUUHQWO\ KDV QR VHW
PLQLPXP DJH IRU PDUULDJH� ZLWK LWV RQO\ SURWHFWLRQ DULVLQJ XQGHU $UWLFOH �� RI WKH 3HUVRQDO
6WDWXV /DZ WKDW SURKLELWV VH[XDO LQWHUFRXUVH XQWLO JLUOV UHDFK SXEHUW\���� $FFRUGLQJO\� <HPHQ LV
OLNHO\ LQ YLRODWLRQ RI WKH &RQVHQW WR 0DUULDJH &RQYHQWLRQ E\ QRW VHWWLQJ D PLQLPXP DJH IRU
PDUULDJH���� $GGLWLRQDOO\� EHFDXVH FKLOGUHQ FDQQRW FRQVHQW WR PDUULDJH� <HPHQ¶V IDLOXUH WR

��� &RQYHQWLRQ RQ &RQVHQW WR 0DUULDJH� 0LQLPXP $JH IRU 0DUULDJH� DQG 5HJLVWUDWLRQ RI 0DUULDJHV� DUW� �� 1RY� ��
����� ��� 8�1�7�6� ����

��� (OL]DEHWK 9HUQHU� &KLOG 0DUULDJH LQ <HPHQ� $ 9LRODWLRQ RI ,QWHUQDWLRQDO /DZ� �� *$� -� ,17
O 	 &203� /� ����
��� �������

��� &RQYHQWLRQ RQ &RQVHQW WR 0DUULDJH� 0LQLPXP $JH IRU 0DUULDJH� DQG 5HJLVWUDWLRQ RI 0DUULDJHV� DUW� �� 1RY� ��
����� ��� 8�1�7�6� ����

��� 8QLWHG 1DWLRQV &KLOGUHQ¶V )XQG >81,&()@� $ 3URILOH RI &KLOG 0DUULDJH LQ WKH 0LGGOH (DVW DQG 1RUWK $IULFD
�-XO\ ����� KWWSV���ZZZ�XQLFHI�RUJ�PHQD�PHGLD������ILOH�0(1$�&KLOG0DUULDJH5HSRUW�SGI�

��� &RQYHQWLRQ RQ WKH (OLPLQDWLRQ RI $OO )RUPV RI 'LVFULPLQDWLRQ $JDLQVW :RPHQ� DUW� ������ 'HF� ��� ����� ����
8�1�7�6� ���

��� 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV� *�$� 5HV� ���$�,,,�� 8�1� *$25� �G 6HVV� DUW� ��� 8�1� 'RF� $����
�������

��� ,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV� DUW� ��� 'HF� ��� ����� ��� 8�1�7�6� ���� ,QWHUQDWLRQDO
&RYHQDQW RQ (FRQRPLF� 6RFLDO DQG &XOWXUDO 5LJKWV� DUW� ��� 'HF� ��� ����� ��� 8�1�7�6� ��

��� ,G�

��� 6DUDK )HUJXVRQ� $IWHU <HDUV RI &LYLO :DU� &KLOG 0DUULDJH LV RQ WKH 5LVH LQ <HPHQ �'HF� ��� ������
KWWSV���ZZZ�XQLFHIXVD�RUJ�VWRULHV�DIWHU�\HDUV�FLYLO�ZDU�FKLOG�PDUULDJH�ULVH�\HPHQ�������

��� 8QLWHG 1DWLRQV &KLOGUHQ¶V )XQG >81,&()@� $ 3URILOH RI &KLOG 0DUULDJH LQ WKH 0LGGOH (DVW DQG 1RUWK $IULFD
�-XO\ ����� KWWSV���ZZZ�XQLFHI�RUJ�PHQD�PHGLD������ILOH�0(1$�&KLOG0DUULDJH5HSRUW�SGI�

��� ,G�

��� 8QLWHG 1DWLRQV +XPDQ 5LJKWV 2IILFH RI WKH +LJK &RPPLVVLRQHU >2+&+5@� &KLOG DQG IRUFHG PDUULDJH�
LQFOXGLQJ LQ KXPDQLWDULDQ VHWWLQJV �$SULO ������
KWWSV���ZZZ�RKFKU�RUJ�HQ�ZRPHQ�FKLOG�DQG�IRUFHG�PDUULDJH�LQFOXGLQJ�KXPDQLWDULDQ�VHWWLQJV�

��� 8QLWHG 1DWLRQV &KLOGUHQ¶V )XQG >81,&()@� &KLOG PDUULDJH �2FWREHU ������
KWWSV���GDWD�XQLFHI�RUJ�WRSLF�JHQGHU�FKLOG�PDUULDJH��

��



SURKLELW VXFK SUDFWLFH YLRODWHV WKH ,&&35 DQG ,&(6&5� ZKLFK UHTXLUH IUHH DQG IXOO FRQVHQW RI
WKH SDUWLHV WR PDUU\����

7KH SUDFWLFH RI IRUFHG FKLOG PDUULDJH DOVR LPSOLFLWO\ YLRODWHV ,+/� ,QVWDQFHV RI FKLOG DQG
IRUFHG PDUULDJH LQFUHDVH LQ KXPDQLWDULDQ VHWWLQJV��� DQG� DFFRUGLQJO\� DUH DGGUHVVHG E\ YDULRXV
,+/ SURYLVLRQV� )RU LQVWDQFH� &RPPRQ $UWLFOH � WR WKH *HQHYD &RQYHQWLRQV LPSOLFLWO\ SURKLELWV
VH[XDO YLROHQFH E\ UHTXLULQJ KXPDQH WUHDWPHQW RI DOO LQGLYLGXDOV DQG SURKLELWLQJ YLROHQFH WR OLIH
DQG SHUVRQ� LQFOXGLQJ WKURXJK PXWLODWLRQ� FUXHO WUHDWPHQW� WRUWXUH DQG RXWUDJHV XSRQ SHUVRQDO
GLJQLW\���� )XUWKHU� WKH 5RPH 6WDWXWH KDV ODEHOHG ³UDSH� VH[XDO VODYHU\� HQIRUFHG SURVWLWXWLRQ�
IRUFHG SUHJQDQF\� HQIRUFHG VWHULOL]DWLRQ� RU DQ\ RWKHU IRUP RI VH[XDO YLROHQFH´ DV D ZDU FULPH LQ
ERWK ,$&V DQG 1,$&V���� 7KLV LV FRQVLVWHQW ZLWK WKH FXVWRPDU\ SURKLELWLRQ DJDLQVW VH[XDO
YLROHQFH LQ ERWK ,$&V DQG 1,$&V����

:LWK UHVSHFW WR IRUFHG PDUULDJH� VSHFLILFDOO\� WKH ,&& UHFHQWO\ DIILUPHG LWV ILUVW
FRQYLFWLRQ IRU WKH ³FULPH RI IRUFHG PDUULDJH DQG RWKHU LQKXPDQH DFWV´ DV D FULPH DJDLQVW
KXPDQLW\���� 7KH ,&&¶V FXUUHQW FDVH DJDLQVW $O +DVVDQ DOVR LQFOXGHV WKH FKDUJH RI IRUFHG
PDUULDJH²ZLWK DQ HPSKDVLV RQ WKH YLFWLPL]DWLRQ RI \RXQJ JLUOV²DV D FULPH DJDLQVW KXPDQLW\����
6LPLODUO\� WKH 6SHFLDO &RXUW IRU 6LHUUD /HRQH KDV KHOG WKDW NHHSLQJ ZRPHQ DQG JLUOV DV ³EXVK
ZLYHV´ LV D IRUP RI IRUFHG PDUULDJH WKDW ULVHV WR WKH OHYHO RI D FULPH DJDLQVW KXPDQLW\ XQGHU
³RWKHU LQKXPDQH DFWV�´��� 7KH ,QWHUQDWLRQDO &ULPLQDO 7ULEXQDO IRU WKH IRUPHU <XJRVODYLD
�³,&7<´� DOVR LQFOXGHG IRUFHG PDUULDJH ZLWKLQ LWV GHILQLWLRQ RI VH[XDO YLROHQFH���� $GGLWLRQDOO\�
WKH ([WUDRUGLQDU\ &KDPEHUV LQ WKH &RXUWV RI &DPERGLD �³(&&&´� IRXQG IRUFHG PDUULDJH WR EH D
FULPH DJDLQVW KXPDQLW\ DQG� HVSHFLDOO\ JLYHQ WKDW 6WDWH�HQIRUFHG PDUULDJHV FUHDWH D FRHUFLYH
HQYLURQPHQW ZKHUH JHQXLQH FRQVHQW LV LPSRVVLEOH���� 7KLV LV FRQVLVWHQW ZLWK WKH FKDUDFWHUL]DWLRQ
RI VH[XDO YLROHQFH DV ³DQ\ DFW RI D VH[XDO QDWXUH ZKLFK LV FRPPLWWHG RQ D SHUVRQ XQGHU
FLUFXPVWDQFHV ZKLFK DUH FRHUFLYH´ E\ WKH ,QWHUQDWLRQDO &ULPLQDO 7ULEXQDO IRU 5ZDQGD
�³,&75´����� ,I WKH ,&7<¶V SRVLWLRQ WKDW IRUFHG PDUULDJHV� LQFOXGLQJ FKLOG PDUULDJHV� DUH D IRUP
RI VH[XDO YLROHQFH LV DGRSWHG� LW FRXOG HVWDEOLVK D IRXQGDWLRQ WR SURVHFXWH FKLOG PDUULDJH DV D ZDU
FULPH XQGHU WKH 5RPH 6WDWXWH����

2QH SRWHQWLDO FKDOOHQJH WR VXFK SURVHFXWLRQ PD\ EH WKDW LQ PDQ\ RI WKH DIRUHPHQWLRQHG
FDVHV� DQ HOHPHQW RI YLROHQFH RU FRHUFLRQ LQ WKH IRUFHG PDUULDJH²ZKHWKHU WKURXJK NLGQDSSLQJ�

��� 5RPH 6WDWXWH RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW� DUW� �����H��YL�� -XO\ �����
��� 7KH 3URVHFXWRU Y� -HDQ�3DXO $ND\HVX� &DVH 1R� ,&75������ -XGJPHQW� � ��� �6HSW� �� ������
��� 3URVHFXWRU Y� &KHD� &DVH 1R� ���������������(&&&�7&� -XGJHPHQW� � ����� ���� �1RY� ��� ������

��� 3URVHFXWRU Y� .YRFND� &DVH 1R� ,7���������7� 7ULDO &KDPEHU -XGJHPHQW� � ���� IQ ��� �,QW¶O &ULP� 7ULE� )RU
)RUPHU <XJRVODYLD 1RY� �� ������

��� 3URVHFXWRU Y� 6HVD\� &DVH 1R� 6&6/�������$� -XGJPHQW� � ���� ��� �6SHF� &W� 6LHUUD /HRQH� $SS� &KDPEHU� 2FW�
��� ������

��� 273� 6WDWHPHQW RI WKH 3URVHFXWRU RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW� )DWRX %HQVRXGD� DW WKH RSHQLQJ RI WKH WULDO
LQ WKH FDVH DJDLQVW 0U $O +DVVDQ $J $EGRXO $]L] $J 0RKDPHG $J 0DKPRXG� �� -XO\ ����� DYDLODEOH RQOLQH DW
KWWSV���ZZZ�LFF�FSL�LQW�3DJHV�LWHP�DVS["QDPHó �������RWS�VWDWHPHQW�DO�KDVVDQ �YLVLWHG 0DU� ��� ������

��� 3URVHFXWRU Y� 2QJZHQ� ,&&������������ $� 3XEOLF 5HGDFWHG -XGJPHQW RQ WKH DSSHDO RI 0U 2QJZHQ DJDLQVW WKH
GHFLVLRQ RI 7ULDO &KDPEHU ,; RI � )HEUXDU\ ���� HQWLWOHG ³7ULDO -XGJPHQW´� � ���� �'HF� ��� ������

��� ,QWHUQDWLRQDO &RPPLWWHH RI WKH 5HG &URVV �,&5&�� &XVWRPDU\ ,QWHUQDWLRQDO +XPDQLWDULDQ /DZ� ����� 9ROXPH ,�
5XOHV� 5XOH ��� ��� DYDLODEOH DW� KWWSV���ZZZ�UHIZRUOG�RUJ�GRFLG�����H�GH��KWPO >ODVW DFFHVVHG � $SULO ����@�

��� 5RPH 6WDWXWH RI WKH ,QWHUQDWLRQDO &ULPLQDO &RXUW� DUW� �����E��[[LL� DQG DUW� �����H��YL�� -XO\ ����

��� *HQHYD &RQYHQWLRQ 5HODWLYH WR WKH 3URWHFWLRQ RI &LYLOLDQ 3HUVRQV LQ 7LPH RI :DU DUW� �����F�� $XJ� ��� ����� ��
8�1�7�6� ����

��� ,G�

��� ,QWHUQDWLRQDO &RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV� DUW� ��� 'HF� ��� ����� ��� 8�1�7�6� ���� ,QWHUQDWLRQDO
&RYHQDQW RQ (FRQRPLF� 6RFLDO DQG &XOWXUDO 5LJKWV� DUW� ��� 'HF� ��� ����� ��� 8�1�7�6� ��

��



FRQILQHPHQW� RU 6WDWH HQIRUFHPHQW²ZDV RIWHQ FRQWHPSODWHG� +RZ WKH DQDO\VLV PD\ FKDQJH
ZKHQ LW LV D JLUO¶V IDPLO\ JLYLQJ KHU LQWR PDUULDJH DV DQ HFRQRPLF RU VDIHW\ FRQVLGHUDWLRQ LV OHVV
FOHDU� WKRXJK WKH $O +DVVDQ FDVH UDLVHV VLPLODU TXHVWLRQV WKDW WKH ,&& ZLOO KDYH WKH RSSRUWXQLW\
WR FODULI\� 6LQFH WKH PDUU\LQJ RI GDXJKWHUV IRU D EULGDO GRZU\ LV RIWHQ DUUDQJHG E\ WKH SDUHQWV RU
RWKHU IDPLO\ JXDUGLDQV� LW ZRXOG PRVW OLNHO\ EH FRQVLGHUHG FRQVHQVXDO ZLWKRXW DGGLWLRQDO
HYLGHQFH RI GXUHVV RU WKUHDWV DJDLQVW WKH IDPLO\� +HUH� ,+/ ZRXOG QRW DSSO\� +RZHYHU�
DEGXFWLRQV� FRQILQHPHQW� RU VWDWH�HQIRUFHG PDUULDJH ODFN WKH FRQVHQW RI WKH JLUO DQG KHU IDPLO\�
DQG WKHUHIRUH YLRODWH ,+/ DQG ,+5/� 7KXV� FRQVLVWHQW ZLWK WKH UHOHYDQW ,+5/ LQVWUXPHQWV DQG
,+/ SURYLVLRQV DQG FDVH ODZ� WKH IRUFHG FKLOG PDUULDJH LQ <HPHQ DOZD\V YLRODWHG ,+5/ DQG PD\�
GHSHQGLQJ RQ WKH FDVH�VSHFLILF FLUFXPVWDQFHV� DOVR YLRODWH ,+/�

�� &KLOG 6ROGLHUV

7KH XVH RI FKLOG VROGLHUV YLRODWHV ERWK ,+5/ DQG ,+/� 8QGHU ,+5/� $UWLFOH �� RI WKH
&RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG DGGUHVVHV WKH XVH RI FKLOG VROGLHUV���� ,W UHTXLUHV WKDW ���
6WDWHV 3DUWLHV XQGHUWDNH WR UHVSHFW DQG WR HQVXUH UHVSHFW IRU UXOHV RI ,+/ DSSOLFDEOH WR FKLOGUHQ LQ
DUPHG FRQIOLFW VLWXDWLRQV� ��� HQVXUH WKDW FKLOGUHQ XQGHU WKH DJH RI �� GR QRW WDNH D GLUHFW SDUW LQ
KRVWLOLWLHV� ��� UHIUDLQ IURP UHFUXLWLQJ FKLOGUHQ XQGHU WKH DJH RI �� LQWR WKHLU DUPHG IRUFHV DQG
SULRULWL]H UHFUXLWLQJ ROGHU LQGLYLGXDOV LQ WKH ����� DJH UDQJH� DQG ��� WDNH DOO IHDVLEOH PHDVXUHV WR
HQVXUH WKH SURWHFWLRQ RI FKLOGUHQ DIIHFWHG E\ DUPHG FRQIOLFW���� $GGLWLRQDOO\� WKH ,QWHUQDWLRQDO
&RPPLWWHH RI WKH 5HG &URVV KDV VWDWHG WKDW WKH SURKLELWLRQ DJDLQVW UHFUXLWLQJ FKLOGUHQ WR MRLQ D
SDUW\¶V DUPHG IRUFHV LV FXVWRPDU\ LQWHUQDWLRQDO ODZ����

7KH +RXWKLV� 6DXGL�OHG &RDOLWLRQ� DQG <HPHQL JRYHUQPHQW KDYH EHHQ LGHQWLILHG DV XVLQJ
FKLOG VROGLHUV� 7KH PRVW IUHTXHQW RIIHQGHU RI WKLV FULPH DUH WKH +RXWKL UHEHOV���� $IWHU WKH
+RXWKLV VHL]HG SRZHU LQ <HPHQ DW WKH EHJLQQLQJ RI WKH FRQIOLFW� WKH JURXS LPPHGLDWHO\ EHJDQ
UHFUXLWLQJ DQG H[SORLWLQJ FKLOG VROGLHUV���� 7KH $VVRFLDWHG 3UHVV UHSRUWHG WKDW WKH +RXWKLV KDG
UHFUXLWHG DSSUR[LPDWHO\ ������ FKLOGUHQ E\ WKH HQG RI ����� WKH +XPDQ 5LJKWV 0LQLVWU\ RI WKH
<HPHQL JRYHUQPHQW HVWLPDWHG WKDW WKH +RXWKLV KDG UHFUXLWHG DERXW ������ VROGLHUV VLQFH �����
DQG WKH (XUR�0HG +XPDQ 5LJKWV 0RQLWRU HVWLPDWHG WKDW WKH +RXWKLV KDG UHFUXLWHG DURXQG
������ <HPHQL FKLOGUHQ VLQFH ��������

5HFUXLWPHQW RI FKLOG VROGLHUV KDV VHYHUHO\ GDPDJHG DQG GHSULYHG FKLOGUHQ LQ <HPHQ RI
WKHLU ULJKW RI DFFHVV WR HGXFDWLRQ� 7KH +RXWKLV¶ DFWLYLWLHV KDYH OHG WR UHFUXLWPHQW RI FKLOGUHQ IURP
RYHU ��� VFKRROV LQ YDULRXV <HPHQL JRYHUQRUDWHV DQG KDYH GHOLEHUDWHO\ XVHG WKHVH VFKRROV WR
VSUHDG SURSDJDQGD� LQFLWH YLROHQFH� DQG LQGRFWULQDWH VWXGHQWV ZLWK WKH JURXS¶V H[WUHPLVW
LGHRORJLHV�����7KH +RXWKLV KDYH DOVR XVHG VFKRRO IDFLOLWLHV IRU PLOLWDU\ SXUSRVHV DQG KDYH
UHFUXLWHG FKLOGUHQ WR SURSDJDWH WKHLU FODVVPDWHV LQWR WKH JURXS¶V LGHRORJ\����

��� ,G�
��� ,G� DW ��
��� ,G�

��� (XUR�0HGLWHUUDQHDQ +XPDQ 5LJKWV 0RQLWRU�0LOLWDUL]HG &KLOGKRRG� $ 5HSRUW RQ WKH +RXWKLV¶ 5HFUXLWPHQW RI
<HPHQL &KLOGUHQ 'XULQJ :DU� )HEUXDU\ ����� DW � �)HE� ��� ������

��� 6HH ��������� <$3 0DWULFHV�
��� ,QWHUQDWLRQDO &RPPLWWHH RI WKH 5HG &URVV� 5XOH ���� KWWSV���LKO�GDWDEDVHV�LFUF�RUJ�HQ�FXVWRPDU\�LKO�Y��UXOH����
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:KLOH WKH +RXWKLV KDYH FRQGXFWHG WKH PDMRULW\ RI FKLOG VROGLHU UHFUXLWLQJ LQ <HPHQ� WKH
<HPHQL JRYHUQPHQW DQG 6DXGL�OHG &RDOLWLRQ KDYH DOVR SDUWLFLSDWHG LQ FKLOG UHFUXLWPHQW��'HVSLWH
WKH <HPHQL JRYHUQPHQW VLJQLQJ DQ DJUHHPHQW ZLWK WKH 8QLWHG 1DWLRQV LQ ���� WKDW LQFOXGHV D
SDWKZD\ WR UHGXFH WKH UHFUXLWPHQW RI FKLOG VROGLHUV� ERWK WKH JRYHUQPHQW DQG WKH 6DXGL�OHG
&RDOLWLRQ KDYH WDNHQ DGYDQWDJH RI IDPLOLHV¶ GHVSHUDWH QHHG IRU PRQH\ DQG UHVRUWHG WR WKH XVH RI
FKLOG VROGLHUV���� 7KXV� WKH +RXWKLV� 6DXGL�OHG &RDOLWLRQ� DQG <HPHQL JRYHUQPHQW DUH LQ YLRODWLRQ
RI ,+5/ IRU WKHLU FKLOG VROGLHU UHFUXLWPHQW SUDFWLFHV GXULQJ WKH <HPHQ &LYLO :DU�

,+/� VSHFLILFDOO\ WKH 5RPH 6WDWXWH� DOVR DGGUHVVHV WKH XVH RI FKLOG VROGLHUV� $UWLFOH � RI
WKH 5RPH 6WDWXWH HVWDEOLVKHV WKDW WKH ,&& VKDOO KDYH MXULVGLFWLRQ RYHU ZDU FULPHV� SDUWLFXODUO\
³ZKHQ FRPPLWWHG DV SDUW RI D SODQ RU SROLF\ RU DV SDUW RI D ODUJH�VFDOH FRPPLVVLRQ RI VXFK
FULPHV�´��� 6HFWLRQ �����H��YLL� GHILQHV ³>F@RQVFULSWLQJ RU HQOLVWLQJ FKLOGUHQ XQGHU WKH DJH RI
ILIWHHQ \HDUV LQWR WKH DUPHG IRUFHV RU JURXSV RU XVLQJ WKHP WR DFWLYHO\ SDUWLFLSDWH LQ KRVWLOLWLHV´
DV D FULPH DSSOLFDEOH LQ 1,$&V� ��� ³(QOLVWPHQW´ PHDQV WR ³HQUROO RQ WKH OLVW RI D PLOLWDU\ ERG\�´
ZKHUHDV ³FRQVFULSWLRQ´ UHIHUV WR FRPSXOVRU\ HQOLVWPHQW���� :KHWKHU FRQGXFW TXDOLILHV DV
³DFWLYHO\ SDUWLFLSDW>LQJ@ LQ KRVWLOLWLHV´ LV FRQVLGHUHG RQ D FDVH�E\�FDVH EDVLV EXW FDQ LQFOXGH
WDVNV� VXFK DV FRRNLQJ� VHUYLQJ DV D SRUWHU� RU VS\LQJ����

7KH ,&& KDV DSSOLHG WKLV SURYLVLRQ LQ QXPHURXV FDVHV� )LUVW� RQ 0DUFK ��� ����� WKH ,&&
IRXQG 7KRPDV /XEDQJD '\OLR� WKH IRUPHU 3UHVLGHQW RI WKH 8QLRQ GHV 3DWULRWHV &RQJRODLV�)RUFHV
3DWULRWLTXHV SRXU OD /LEpUDWLRQ GX &RQJR �³83&�)3/&´� JXLOW\ RI YLRODWLQJ $UWLFOH �����H��YLL�
RI WKH 5RPH 6WDWXWH DQG UHFUXLWLQJ FKLOGUHQ XQGHU WKH DJH RI �� WR VHUYH DV VROGLHUV IRU WKH
83&�)3/& LQ DQ DUPHG FRQIOLFW���� 7KH KROGLQJ ZDV VXSSRUWHG E\ ZLWQHVV WHVWLPRQ\ DQG YLGHR
HYLGHQFH WKDW WKH 83&�)3/& FRQVFULSWHG DQG GHSOR\HG FKLOG VROGLHUV���� )XUWKHU� '\OLR� DV
SUHVLGHQW RI 83&�)3/&� ZDV LQYROYHG LQ SODQQLQJ PLOLWDU\ RSHUDWLRQV DQG ZDV FORVHO\ LQYROYHG
LQ GHFLVLRQV LQYROYLQJ WKH UHFUXLWPHQW RI FKLOG VROGLHUV DQG XVHG FKLOGUHQ DV KLV ERG\JXDUGV� DV
GLG RWKHU PHPEHUV RI KLV VWDII����

6HFRQG� RQ 0DUFK ��� ����� WKH ,&& VHQWHQFHG %RVFR 1WDJDQGD� WKH IRUPHU 'HSXW\
&KLHI RI 6WDII DQG &RPPDQGHU RI 2SHUDWLRQV RI WKH )3/& IRU HQOLVWLQJ DQG XVLQJ FKLOG VROGLHUV�
DPRQJ RWKHU FULPHV���� 6LPLODU WR '\OLR� 1WDJDQGD RFFXSLHG DQ LPSRUWDQW SRVLWLRQ LQ WKH
83&�)3/&���� 7KLUG� RQ 0DUFK �� ���� WKH ,&& IRXQG *HUPDLQ .DWDQJD� WKH IRUPHU FRPPDQGHU
RI WKH )RUFH GH 5pVLVWDQFH 3DWULRWLTXH G¶,WXUL �³)53,´� JXLOW\ RI D QXPEHU RI ZDU FULPHV� EXW ZDV
DFTXLWWHG RI FRQVFULSWLQJ FKLOG VROGLHUV���� $OWKRXJK WKH &RXUW IRXQG WKDW FKLOGUHQ ZHUH D SDUW RI
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WKH 1LJLWL PLOLWLD DQG SDUW RI WKH IRUFH WKDW DWWDFNHG WKH YLOODJH RI %RJRUR� WKLV ZDV QRW VXIILFLHQW
WR VXSSRUW D ILQGLQJ EH\RQG D UHDVRQDEOH GRXEW����

0RVW UHFHQWO\� RQ )HEUXDU\ �� ����� WKH ,&& IRXQG 'RPLQLF 2QJZHQ� WKH IRUPHU %ULJDGH
&RPPDQGHU RI WKH 6LQLD %ULJDGH RI WKH /RUG¶V 5HVLVWDQFH $UP\ �³/5$´� JXLOW\ RQ �� FRXQWV�
LQFOXGLQJ WKH HQOLVWPHQW DQG XVH RI FKLOG VROGLHUV���� :RUWK QRWLQJ LV WKDW WKH /5$ ZDV ORFDWHG LQ
8JDQGD� ZKLFK VLJQHG DQG UDWLILHG WKH 5RPH 6WDWXWH� DOORZLQJ ����� YLFWLPV WR SDUWLFLSDWH LQ WKH
SURFHHGLQJV DJDLQVW 2QJZHQ����

,Q WKH FRQWH[W RI WKH <HPHQ &LYLO :DU� WKH +RXWKLV� 6DXGL�OHG &RDOLWLRQ� DQG <HPHQL
JRYHUQPHQW DUH OLNHO\ LQ YLRODWLRQ RI $UWLFOH �����H��YLL� RI WKH 5RPH 6WDWXWH� $FFRUGLQJ WR
HVWLPDWHV� WKH +RXWKLV KDYH FRQVFULSWHG DQG UHFUXLWHG DQ\ZKHUH EHWZHHQ ������ DQG ������
FKLOG VROGLHUV VLQFH WKH EHJLQQLQJ RI WKH FRQIOLFW LQ ���� DQG WKH HQG RI �������� )XUWKHU� XQOLNH
.DWDQJD DQG WKH )53,� LW LV ZHOO GRFXPHQWHG WKDW FKLOGUHQ KDYH DFWLYHO\ SDUWLFLSDWHG LQ WKH
FRQIOLFW DQG WKDW WKH +RXWKLV KDYH DFWLYHO\ UHFUXLWHG WKHP���� 7KH PDVVLYH VFDOH RI WKLV
UHFUXLWPHQW� VLPLODU WR 2QJZHQ DQG WKH /5$� VXJJHVWV WKDW WKH +RXWKLV DUH LQ YLRODWLRQ RI WKH
SURKLELWLRQ DJDLQVW XVLQJ FKLOG VROGLHUV� :KLOH WKH +RXWKLV KDYH FRPPLWWHG WKH PDMRULW\ RI WKH
FKLOG UHFUXLWPHQW� WKH 6DXGL�OHG &RDOLWLRQ¶V DQG <HPHQL JRYHUQPHQW¶V HQJDJHPHQW LQ WKLV
SUDFWLFH OLNHO\ GHVLJQDWHV WKHP DV VLPLODUO\ OLDEOH�

,9� $&&2817$%,/,7< 0(&+$1,606

$� ,+/ 0HFKDQLVPV

$V SXUVXLQJ DFFRXQWDELOLW\ IRU ,+/ YLRODWLRQV LQYROYLQJ FULPHV DJDLQVW FKLOGUHQ SUHVHQW
PDQ\ RI WKH VDPH FRQFHUQV DV DUWLFXODWHG LQ <$3¶V SUHYLRXV ZKLWH SDSHUV� ZH UHIHU WKRVH
LQWHUHVWHG LQ VXFK DFFRXQWDELOLW\ PHFKDQLVPV WR <$3¶V SUHYLRXV SXEOLFDWLRQV����

$� ,+5/ 0HFKDQLVPV

�� ,QWHUQDWLRQDO &RXUWV

7KH SDWK WR DGGUHVVLQJ ,+5/ YLRODWLRQV LQ <HPHQ IDFHV PDQ\ RI WKH VDPH FKDOOHQJHV DV
DGGUHVVLQJ ,+/ YLRODWLRQV� 7KH LVVXH RI MXULVGLFWLRQ� SDLUHG ZLWK D ODFN RI SROLWLFDO ZLOO IURP WKH
LQWHUQDWLRQDO FRPPXQLW\� FUHDWHV VLJQLILFDQW EDUULHUV WR WKRVH VHHNLQJ MXVWLFH IRU WKHVH YLRODWLRQV�
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)XUWKHU� SDUWLHV WR WKH FRQIOLFW KDYH QRW IXOO\ HQJDJHG ZLWK ,+5/ WUHDWLHV� OHDYLQJ PRUH JDSV LQ
DFFRXQWDELOLW\�

$V ZLWK ,+/ YLRODWLRQV� DFFRXQWDELOLW\ UHFRPPHQGDWLRQV W\SLFDOO\ IRFXV RQ WKH HIIRUWV WR
JUDQW WKH ,&& MXULVGLFWLRQ RYHU WKH VLWXDWLRQ� ,Q WKHLU UHSRUW� WKH *URXS RI (PLQHQW ([SHUWV FDOOHG
XSRQ WKH 816& WR UHIHU WKH FDVH WR WKH ,&& WR LQYHVWLJDWH WKH +5 YLRODWLRQV RFFXUULQJ LQ
<HPHQ���� 7KH UHSRUW DOVR HQGRUVHG WKH FUHDWLRQ RI DQ LQWHUQDWLRQDO±<HPHQL K\EULG WULEXQDO RU D
81�FUHDWHG ,QWHUQDWLRQDO� ,PSDUWLDO� DQG ,QYHVWLJDWLYH 0HFKDQLVP �³,,,0�� VLPLODU WR RQHV
FUHDWHG LQ UHVSRQVH WR WKH FRQIOLFWV LQ 6\ULD DQG 0\DQPDU���� +RZHYHU� SUHYLRXV LQYHVWLJDWLYH
PHFKDQLVPV KDYH EHHQ OLPLWHG WR HYLGHQFH FROOHFWLRQ� DQDO\VLV� DQG SUHVHUYDWLRQ� DQG GR QRW
FUHDWH D EDVLV IRU SURVHFXWLRQ���� 'XH WR SROLWLFDO GHDGORFNV� WKH 816& KDV EHHQ XQZLOOLQJ WR
HIIHFWLYHO\ DGGUHVV WKH FRQIOLFW LQ <HPHQ���� )XUWKHU� LQ ����� WKH 81 +XPDQ 5LJKWV &RXQFLO
UHMHFWHG WKH UHVROXWLRQ WR UHQHZ WKH PDQGDWH RI WKH *URXS RI (PLQHQW ([SHUWV RQ <HPHQ�
FUHDWLQJ DQRWKHU PDMRU VHWEDFN WR VHHNLQJ DFFRXQWDELOLW\ IRU +5 YLRODWLRQV����

:LWKLQ WKH LQWHUQDWLRQDO MXGLFLDO V\VWHP� RQH SRVVLEOH DYHQXH IRU DFFRXQWDELOLW\ PD\ EH
WKURXJK WKH ,QWHUQDWLRQDO &RXUW RI -XVWLFH �³,&-´�� $V <HPHQ DQG WKH 6DXGL�OHG &RDOLWLRQ¶V
PHPEHUV KDYH QRW DFFHSWHG WKH ,&-¶V FRPSXOVRU\ MXULVGLFWLRQ DQG DUH XQOLNHO\ WR FRQVHQW WR WKH
,&-¶V MXULVGLFWLRQ RQ DQ DG KRF EDVLV� WKH SDWKZD\ WR MXULVGLFWLRQ ZRXOG QHHG WR VWHP IURP D
WUHDW\¶V FRPSURPLVVRU\ FODXVH���� <HPHQ LV D SDUW\ WR D QXPEHU RI ,+5/ WUHDWLHV� LQFOXGLQJ WKH
&RQYHQWLRQ RQ WKH 3UHYHQWLRQ DQG 3XQLVKPHQW RI WKH &ULPH RI *HQRFLGH� &RQYHQWLRQ RQ WKH
(OLPLQDWLRQ RI $OO )RUPV RI 5DFLDO 'LVFULPLQDWLRQ� &RYHQDQW RQ &LYLO DQG 3ROLWLFDO 5LJKWV�
&RYHQDQW RQ (FRQRPLF� 6RFLDO� DQG &XOWXUDO 5LJKWV� &RQYHQWLRQ RQ WKH (OLPLQDWLRQ RI $OO
)RUPV RI 'LVFULPLQDWLRQ $JDLQVW :RPHQ� &RQYHQWLRQ DJDLQVW 7RUWXUH DQG 2WKHU &UXHO� ,QKXPDQ
RU 'HJUDGLQJ 7UHDWPHQW RU 3XQLVKPHQW� &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� DV ZHOO DV LWV
2SWLRQDO 3URWRFROV RQ WKH LQYROYHPHQW RI FKLOGUHQ LQ DUPHG FRQIOLFW DQG RQ WKH VDOH RI FKLOGUHQ�
FKLOG SURVWLWXWLRQ DQG FKLOG SRUQRJUDSK\� DQG &RQYHQWLRQ RQ WKH 5LJKWV RI 3HUVRQV ZLWK
'LVDELOLWLHV DQG LWV 2SWLRQDO 3URWRFRO����

$ UHFHQW FDVH ILOHG E\ WKH *DPELD DJDLQVW 0\DQPDU IRU YLRODWLRQV RI WKH *HQRFLGH
&RQYHQWLRQ PD\ SUHVHQW D EOXHSULQW IRU SRVVLEOH DYHQXHV IRU <HPHQ DW WKH ,&-� $UWLFOH ,; RI WKH
*HQRFLGH &RQYHQWLRQ JUDQWV WKH ,&- MXULVGLFWLRQ RYHU GLVSXWHV ³UHODWLQJ WR WKH LQWHUSUHWDWLRQ�

��� 6WDWXV RI 5DWLILFDWLRQ� 81 2+&+5� KWWSV���LQGLFDWRUV�RKFKU�RUJ� �ODVW YLVLWHG $SU� ��� ������
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��� +XPDQ 5LJKWV &RXQFLO� 6LWXDWLRQ RI KXPDQ ULJKWV RI 5RKLQJ\D 0XVOLPV DQG RWKHU PLQRULWLHV LQ 0\DQPDU� 8�1�
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&RXQFLO� ,QWHUQDWLRQDO� ,PSDUWLDO DQG ,QGHSHQGHQW 0HFKDQLVP WR $VVLVW LQ WKH ,QYHVWLJDWLRQ DQG 3URVHFXWLRQ RI
3HUVRQV 5HVSRQVLEOH IRU WKH 0RVW 6HULRXV &ULPHV XQGHU ,QWHUQDWLRQDO /DZ &RPPLWWHG LQ WKH 6\ULDQ $UDE 5HSXEOLF
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DSSOLFDWLRQ RU IXOILOPHQW RI WKH SUHVHQW &RQYHQWLRQ� LQFOXGLQJ WKRVH UHODWLQJ WR WKH UHVSRQVLELOLW\
RI D 6WDWH IRU JHQRFLGH RU IRU DQ\ RI WKH RWKHU DFWV HQXPHUDWHG LQ DUWLFOH ,,,�´��� 7KH *DPELD
FRQWHQGV WKDW 0\DQPDU¶V DFWLRQV DJDLQVW WKH 5RKLQJ\D DPRXQW WR JHQRFLGH DQG JLYHV SDUWLHV
VWDQGLQJ WR EULQJ WKHP EHIRUH WKH ,&-���� :KLOH WKLV GRHV UHSUHVHQW D SRVVLEOH DYHQXH WR DGGUHVV
+5 YLRODWLRQV� WKH FDVH LQ <HPHQ LV QRW IXOO\ DQDORJRXV� <HPHQ KDV VXEPLWWHG UHVHUYDWLRQV WR
PDQ\ ,+5/ WUHDWLHV� LQFOXGLQJ WKH *HQRFLGH &RQYHQWLRQ� UHMHFWLQJ WKH ,&-¶V MXULVGLFWLRQ����
$GGLWLRQDOO\� WKHUH LV QR REYLRXV WUHDW\ ZKLFK FRXOG SURYLGH D EDVLV IRU ,&- MXULVGLFWLRQ� QRW RQO\
LQ OLJKW RI <HPHQ¶V UHVHUYDWLRQV� EXW DOVR FRQVLGHULQJ WKH ,+5/ WUHDWLHV WKDW &RDOLWLRQ PHPEHUV
DUH SDUW\ WR DQG WKHLU UHVSHFWLYH UHVHUYDWLRQV� )RU LQVWDQFH� 6DXGL $UDELD DQG WKH 8QLWHG $UDE
(PLUDWHV �³8$(´� DUH QRW SDUWLHV WR WKH ,&&35 QRU WKH ,&(6&5���� :KLOH <HPHQ� 6DXGL $UDELD�
DQG WKH 8$( DUH SDUWLHV WR WKH 7RUWXUH &RQYHQWLRQ� ERWK 6DXGL $UDELD DQG WKH 8$( KDYH
VXEPLWWHG UHVHUYDWLRQV UHMHFWLQJ ,&- MXULVGLFWLRQ XQGHU $UWLFOH ������ $OO WKUHH DUH DOVR SDUWLHV WR
WKH &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� EXW WKHUH LV QR HQIRUFHPHQW SURYLVLRQ ZLWKLQ WKDW
WUHDW\ JLYLQJ WKH ,&- MXULVGLFWLRQ WR DGMXGLFDWH GLVSXWHV FRQFHUQLQJ YLRODWLRQV����

7KH ,&- DV DQ DFFRXQWDELOLW\ PHFKDQLVP IRU <HPHQ LV DOVR SUREOHPDWLF EHFDXVH LW ZRXOG
QRW SURYLGH D EDVLV IRU LQGLYLGXDO FULPLQDO UHVSRQVLELOLW\� DV WKH ,&- DGMXGLFDWHV GLVSXWHV EHWZHHQ
6WDWHV���� $FFRUGLQJO\� DQ DGGLWLRQDO PHFKDQLVP ZRXOG QHHG WR EH SXUVXHG WR EULGJH WKLV
DFFRXQWDELOLW\ JDS�

$VLGH IURP WKH ,&-� FHUWDLQ ,+5/ WUHDWLHV SURYLGH IRU DQ LQGLYLGXDO FRPSODLQWV SURFHGXUH�
<HPHQ KDV DFFHSWHG WKH LQGLYLGXDO FRPSODLQW SURYLVLRQ IRU WKH 7RUWXUH &RQYHQWLRQ� JLYLQJ WKH
81 &RPPLWWHH RQ 7RUWXUH WKH DELOLW\ WR LQTXLUH LQWR FUHGLEOH UHSRUWV RI V\VWHPLF WRUWXUH���� :KLOH
WKH &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG DOVR FRQWDLQV LQGLYLGXDO FRPSODLQW SURFHGXUHV� <HPHQ
KDV IDLOHG WR DFFHSW WKLV SURYLVLRQ� VR WKDW RSWLRQ ZRXOG QRW EH DYDLODEOH����

5HJLRQDO KXPDQ ULJKWV PHFKDQLVPV SURYLGH DQRWKHU SRWHQWLDO DYHQXH WR SXUVXH
DFFRXQWDELOLW\ IRU ,+5/ YLRODWLRQV� )RU LQVWDQFH� WKH $UDE +XPDQ 5LJKWV &RPPLWWHH RYHUVHHV
WKH LPSOHPHQWDWLRQ RI WKH $UDE &KDUWHU RQ +XPDQ 5LJKWV� ZKLFK <HPHQ� 6DXGL $UDELD� DQG
8$( DUH SDUWLHV WR���� 7KH &KDUWHU SURKLELWV� DPRQJ RWKHU WKLQJV� WKH DUELWUDU\ GHSULYDWLRQ RI OLIH�
WRUWXUH� WKH H[SORLWDWLRQ RI FKLOGUHQ LQ DUPHG FRQIOLFW� DQG UHTXLUHV SDUWLHV WR ³WDNH DOO QHFHVVDU\

��� $UDE &KDUWHU RQ +XPDQ 5LJKWV� 0D\ ��� ����� UHSULQWHG LQ �� ,QW¶O +XP� 5WV� 5HS� ��� ������� HQWHUHG LQWR IRUFH
0DUFK ��� �����

��� /RXLVD $VKOH\� +XPDQ 5LJKWV 9LRODWLRQV LQ <HPHQ DQG WKH 3URVSHFWV IRU -XVWLFH� LQ +XPDQ 5LJKWV LQ :DU
�������� ��� �'DPLHQ 5RJHUV� HG�� ������

��� /RXLVD $VKOH\� +XPDQ 5LJKWV 9LRODWLRQV LQ <HPHQ DQG WKH 3URVSHFWV IRU -XVWLFH� LQ +XPDQ 5LJKWV LQ :DU
�������� ��� �'DPLHQ 5RJHUV� HG�� ������ $PXO\D 9DGDSDOOL� -XVWLFH :LWKRXW 3RZHU� <HPHQ DQG 7KH *OREDO /HJDO
6\VWHP� ��� 0,&+� /� 5(9� ���� ��� �������

��� 6WDWXWH RI WKH ,QWHUQDWLRQDO &RXUW RI -XVWLFH� DUW� ������D� 2FW� ��� ����� 8�6�7� ���� �� 8�1�7�6� ����
��� &RQYHQWLRQ RQ WKH 5LJKWV RI WKH &KLOG� 1RY� ��� ����� ���� 8�1�7�6� ��

��� &RQYHQWLRQ DJDLQVW 7RUWXUH DQG 2WKHU &UXHO� ,QKXPDQ RU 'HJUDGLQJ 7UHDWPHQW RU 3XQLVKPHQW� 81 7UHDW\
&ROOHFWLRQ 'HSRVLWRU\�
KWWSV���WUHDWLHV�XQ�RUJ�SDJHV�9LHZ'HWDLOV�DVS["VUF ,1'	PWGVJBQR ,9��	FKDSWHU �	FODQJ BHQ�(QG'HF �ODVW
YLVLWHG $SU� ��� ������

��� 6WDWXV RI 5DWLILFDWLRQ� 81 2+&+5� KWWSV���LQGLFDWRUV�RKFKU�RUJ� �ODVW YLVLWHG $SU� ��� ������

��� 6WDWXV RI 5DWLILFDWLRQ� 81 2+&+5� KWWSV���LQGLFDWRUV�RKFKU�RUJ� �ODVW YLVLWHG $SU� ��� ������ &RQYHQWLRQ RQ WKH
3UHYHQWLRQ DQG 3XQLVKPHQW RI WKH &ULPH RI *HQRFLGH� 81 7UHDW\ &ROOHFWLRQ 'HSRVLWRU\�
KWWSV���WUHDWLHV�XQ�RUJ�SDJHV�9LHZ'HWDLOV�DVS["VUF ,1'	PWGVJBQR ,9��	FKDSWHU �	FODQJ BHQ�(QG'HF �ODVW
YLVLWHG $SU� ��� ������

��� $SSOLFDWLRQ RI WKH &RQYHQWLRQ RQ WKH 3UHYHQWLRQ DQG 3XQLVKPHQW RI WKH &ULPH RI *HQRFLGH �*DP� Y� 0\DQ���
3URYLVLRQDO 0HDVXUHV� ����� ,�&�-� �� � � �-DQ� ����

��� &RQYHQWLRQ RQ WKH 3UHYHQWLRQ DQG 3XQLVKPHQW RI WKH &ULPH RI *HQRFLGH� DUW��� 'HF� �� ����� �� 8�1�7�6� ����

��



OHJLVODWLYH� DGPLQLVWUDWLYH DQG MXGLFLDO PHDVXUHV WR JXDUDQWHH WKH SURWHFWLRQ� VXUYLYDO�
GHYHORSPHQW DQG ZHOO�EHLQJ RI WKH FKLOG LQ DQ DWPRVSKHUH RI IUHHGRP DQG GLJQLW\«´��� :KLOH
WKLV &KDUWHU GRHV SURYLGH D EDVLV IRU LGHQWLI\LQJ +5 YLRODWLRQV LQ <HPHQ� LW GRHV QRW SURYLGH IRU
HQIRUFHPHQW RU DGMXGLFDWLRQ PHFKDQLVPV WR DGGUHVV YLRODWLRQV RU GLVSXWHV� 7KH &KDUWHU RQO\
REOLJHV SDUWLHV WR VXEPLW UHSRUWV WR WKH &RPPLWWHH DQG DOORZV WKH &RPPLWWHH WR GLVFXVV DQG RIIHU
UHFRPPHQGDWLRQV���� :KLOH RWKHU UHJLRQDO KXPDQ ULJKWV FRXUWV H[LVW� WKHLU MXULVGLFWLRQ LV OLPLWHG
WR DOOHJHG YLRODWLRQV FRPPLWWHG E\ VWDWH SDUWLHV����

�� <HPHQL 'RPHVWLF &RXUWV

&RPSOHPHQWDULW\±WKH SULQFLSOH WKDW WKH ,&& VWULYHV WR ZRUN DORQJVLGH GRPHVWLF OHJDO
V\VWHPV� SURYLGLQJ VHUYLFH ZKHUH WKHUH DUH GRPHVWLF OHJDO JDSV±VKRXOG EH FRQVLGHUHG ZKHQ
DGGUHVVLQJ DFFRXQWDELOLW\ LQ <HPHQ DV D SRWHQWLDO VWDQGDUG RI FRQGXFW EHWZHHQ LQWHUQDWLRQDO DQG
GRPHVWLF OHJDO V\VWHPV���� <HPHQ¶V JRYHUQPHQWDO VWUXFWXUHV DQG MXGLFLDO V\VWHP KDYH EHHQ
VXEVWDQWLDOO\ GHVWDELOL]HG GXULQJ WKH \HDUV RI FLYLO ZDU� ,Q UHVSRQVH WR LQWHUQDWLRQDO SUHVVXUH DQG
81 5HVROXWLRQV� WKH <HPHQL 1DWLRQDO &RPPLVVLRQ WR ,QYHVWLJDWH $OOHJHG 9LRODWLRQV WR +XPDQ
5LJKWV ZDV FUHDWHG LQ ���� WR PRQLWRU DQG LQYHVWLJDWH KXPDQ ULJKWV YLRODWLRQV LQ <HPHQ���� $V RI
0DUFK ����� WKH &RPPLVVLRQ KDV GRFXPHQWHG PRUH WKDQ ������ KXPDQ ULJKWV YLRODWLRQV�
UHIHUULQJ RYHU ����� FDVHV WR <HPHQ¶V 3XEOLF 3URVHFXWRU���� +RZHYHU� WKHUH KDV \HW WR EH D VLQJOH
YHUGLFW IRU DQ\ RI WKHVH FDVHV���� )XUWKHU� WKH *URXS RI (PLQHQW ([SHUWV QRWHG LQ WKHLU ���� UHSRUW
WKDW WKH <HPHQL MXGLFLDO V\VWHP ZDV LQFDSDEOH RI SURVHFXWLQJ FULPHV FRQVLVWHQW ZLWK LQWHUQDWLRQDO
KXPDQ ULJKWV ODZ SULRU WR WKH FRQIOLFW DQG \HDUV RI ZDU KDYH H[DFHUEDWHG ³LVVXHV ZLWK UHVSHFW WR�
LQWHU DOLD� FRUUXSWLRQ� LQDGHTXDWH SURWHFWLRQ RI IDLU WULDO ULJKWV� GLVFULPLQDWLRQ DJDLQVW ZRPHQ DQG
DWWDFNV DQG VHULRXV WKUHDWV WR MXGLFLDO DFWRUV�´��� $V WKHUH KDV EHHQ OLWWOH VKRZLQJ RI SURJUHVV
ZLWK WKLV UHVSHFW LQ WKH FRXQWU\� LW LV OLNHO\ WKDW WKH <HPHQL GRPHVWLF FRXUWV ZLOO EH XQDEOH WR
DGHTXDWHO\ DGGUHVV DOOHJHG +5 YLRODWLRQV�

��� ,QW¶O 	 5HJ¶O ([SHUWV RQ <HPHQ� 8�1� 'RF� $�+5&������ � � �������
KWWSV���ZZZ�RKFKU�RUJ�'RFXPHQWV�+5%RGLHV�+5&RXQFLO�*((�<HPHQ������������UHSRUW�SGI� � ���

��� 1RXU (O %HMMDQL 1RXUHGGLQH� $FFRXQWDELOLW\ LQ <HPHQ 5HTXLUHV D &RPSUHKHQVLYH 7UDQVLWLRQDO -XVWLFH 3URFHVV�
,17(51$7,21$/ &(17(5 )25 75$16,7,21$/ -867,&( �0DU� ��� ������
KWWSV���ZZZ�LFWM�RUJ�ODWHVW�QHZV�DFFRXQWDELOLW\�\HPHQ�UHTXLUHV�FRPSUHKHQVLYH�WUDQVLWLRQDO�MXVWLFH�SURFHVV�

��� 1RXU (O %HMMDQL 1RXUHGGLQH� $FFRXQWDELOLW\ LQ <HPHQ 5HTXLUHV D &RPSUHKHQVLYH 7UDQVLWLRQDO -XVWLFH 3URFHVV�
,17(51$7,21$/ &(17(5 )25 75$16,7,21$/ -867,&( �0DU� ��� ������
KWWSV���ZZZ�LFWM�RUJ�ODWHVW�QHZV�DFFRXQWDELOLW\�\HPHQ�UHTXLUHV�FRPSUHKHQVLYH�WUDQVLWLRQDO�MXVWLFH�SURFHVV�

��� $ERXW 8V� 1$7,21$/ &200,66,21 72 ,19(67,*$7( $//(*(' 9,2/$7,216 72 +80$1 5,*+76 >1&,$9+5@�
KWWSV���ZZZ�QFL\H�RUJ�HQ�"SDJHBLG ��� �ODVW YLVLWHG $SU� ��� ������

��� ,&&� ,QIRUPDO ([SHUW 3DSHU� 7KH SULQFLSOH RI FRPSOHPHQWDULW\ LQ SUDFWLFH� � �������
KWWSV���ZZZ�LFFFSL�LQW�15�UGRQO\UHV���%%�������)��������(������)������('��������FRPSOHPHQWDULW\�SGI
�³7KH SULQFLSOH RI FRPSOHPHQWDULW\ JRYHUQV WKH H[HUFLVH RI WKH &RXUW¶V MXULVGLFWLRQ >«@ 7KH 6WDWXWH UHFRJQL]HV WKDW
6WDWHV KDYH WKH ILUVW UHVSRQVLELOLW\ DQG ULJKW WR SURVHFXWH LQWHUQDWLRQDO FULPHV� 7KH ,&& PD\ RQO\ H[HUFLVH
MXULVGLFWLRQ ZKHUH QDWLRQDO OHJDO V\VWHPV IDLO WR GR VR� LQFOXGLQJ ZKHUH WKH\ SXUSRUW WR DFW EXW LQ UHDOLW\ DUH
XQZLOOLQJ RU XQDEOH WR JHQXLQHO\ FDUU\ RXW SURFHHGLQJV�´��

��� $ 5RXJK *XLGH WR WKH 5HJLRQDO +XPDQ 5LJKWV 6\VWHPV� 81,9(56$/ 5,*+76 *5283�
KWWSV���ZZZ�XQLYHUVDO�ULJKWV�RUJ�KXPDQ�ULJKWV�URXJK�JXLGHV�D�URXJK�JXLGH�WR�WKH�UHJLRQDO�KXPDQ�ULJKWV�V\VWHPV�
�ODVW YLVLWHG $SU� ��� ������

��� $UDE &KDUWHU RQ +XPDQ 5LJKWV� DUW� ��� 0D\ ��� ����� UHSULQWHG LQ �� ,QW¶O +XP� 5WV� 5HS� ��� ������� HQWHUHG
LQWR IRUFH 0DUFK ��� �����

��� $UDE &KDUWHU RQ +XPDQ 5LJKWV� DUW� �� �� ��� ������ 0D\ ��� ����� UHSULQWHG LQ �� ,QW¶O +XP� 5WV� 5HS� ���
������� HQWHUHG LQWR IRUFH 0DUFK ��� �����

��



�� )RUHLJQ 'RPHVWLF &RXUWV

$QRWKHU SRWHQWLDO RSWLRQ IRU SURVHFXWLQJ ,+5/ YLRODWLRQV FRXOG EH WKURXJK IRUHLJQ GRPHVWLF
FRXUWV� ,W LV XQOLNHO\ WKDW &RDOLWLRQ PHPEHUV ZLOO SURVHFXWH YLRODWLRQV UHODWHG WR <HPHQ DQG� HYHQ
LI WKH\ GLG� LW LV QRW OLNHO\ WKDW WKH\ ZRXOG GR VR LQ DFFRUGDQFH ZLWK LQWHUQDWLRQDO OHJDO
VWDQGDUGV���� <HW� DQRWKHU DYHQXH PD\ EH SXUVXHG WKURXJK XQLYHUVDO MXULVGLFWLRQ� DV PDQ\
FRXQWULHV KDYH HQDFWHG OHJLVODWLRQ WKDW DOORZV WKHP WR SURVHFXWH FHUWDLQ LQWHUQDWLRQDO FULPHV
ZLWKLQ WKHLU GRPHVWLF FRXUWV���� 7KLV PHWKRG RI DFFRXQWDELOLW\ KDV EHHQ XWLOL]HG E\ *HUPDQ
FRXUWV ZKR IRXQG D IRUPHU 6\ULDQ JRYHUQPHQW RIILFLDO JXLOW\ RI FULPHV DJDLQVW KXPDQLW\
FRPPLWWHG LQ 6\ULD���� +RZHYHU� XQGHU VLPLODU IDFWV� WKH KLJKHVW FRXUW LQ )UDQFH DQQXOOHG DQ
LQGLFWPHQW DJDLQVW D IRUPHU 6\ULDQ RIILFLDO EDVHG RQ WKH ³GXDO FULPLQDOLW\ UXOH´ DV 6\ULD GRHV QRW
H[SOLFLWO\ FULPLQDOL]H FULPHV DJDLQVW KXPDQLW\����

:KLOH XQLYHUVDO MXULVGLFWLRQ PD\ EH FUHDWHG E\ GRPHVWLF OHJLVODWLRQ LQ IRUHLJQ FRXUWV� WKH
SHUSHWUDWRU JHQHUDOO\ PXVW EH SUHVHQW LQ WKH VWDWH� DV WULDOV LQ DEVHQWLD FUHDWH GXH SURFHVV
FRQFHUQV���� 7KLV PHDQV WKDW WKH UHVSRQVLEOH SDUWLHV PXVW EH SUHVHQW LQ D VWDWH WKDW KDV D EDVLV IRU
MXULVGLFWLRQ RYHU +5 YLRODWLRQV� 7KHVH GRPHVWLF VWDWXWHV RIWHQ SUHVFULEH WKH PRVW VHULRXV FULPHV
XQGHU LQWHUQDWLRQDO ODZ� VXFK DV JHQRFLGH� WRUWXUH� DQG ZDU FULPHV� EDVHG RQ DQ XQGHUO\LQJ
WUHDW\���� $V QRWHG DERYH� <HPHQ DQG 6DXGL�OHG &RDOLWLRQ PHPEHUV KDYH QRW IXOO\ DVVHQWHG WR
PDQ\ +5 WUHDWLHV DQG WKHLU SURYLVLRQV� VR ILQGLQJ D WUHDW\ EDVLV IRU XQLYHUVDO MXULVGLFWLRQ RYHU
,+5/ YLRODWLRQV LQ <HPHQ PD\ DOVR IDFH MXULVGLFWLRQDO EDUULHUV�

7R DGGUHVV WKHVH EDUULHUV� WKHUH KDV EHHQ DQ HIIRUW WR EULQJ FDVHV DJDLQVW 6WDWHV ZKR VXSSRUW
WKH 6DXGL�OHG &RDOLWLRQ WKURXJK DUPV VDOHV���� 1*2V KDYH FDOOHG RQ GRPHVWLF JRYHUQPHQWV WR
SURKLELW WKH VDOH RI ZHDSRQV WR WKH 6DXGL�OHG &RDOLWLRQ DQG OLPLW WKH OLFHQVLQJ WR PDQXIDFWXULQJ
FRPSDQLHV ZKRVH ZHDSRQV VXSSRUW WKH FRQIOLFW���� 6LPLODU HIIRUWV WR KROG ,WDOLDQ JRYHUQPHQW
RIILFLDOV DQG FRUSRUDWH DFWRUV FULPLQDOO\ UHVSRQVLEOH IRU DUPV H[SRUWV WR <HPHQ ZHUH UHFHQWO\
GHQLHG� ZLWK WKH ,WDOLDQ FRXUW GLVPLVVLQJ WKH FRPSODLQW���� $V WKH PDLQ VXSSOLHUV RI DUPV WR WKH

��� ,WDO\ IDLOV YLFWLPV RI ZDU FULPHV LQ <HPHQ GHVSLWH SURYH RI YLRODWLRQ RI $UPV 7UDGH� (8523($1 &(17(5 )25

&2167,787,21$/ $1' +80$1 5,*+76 �0DU� ��� ������
KWWSV���ZZZ�HFFKU�HX�HQ�SUHVV�UHOHDVH�LWDO\�IDLOV�YLFWLPV�RI�ZDU�FULPHV�LQ�\HPHQ��

��� $PXO\D 9DGDSDOOL� -XVWLFH :LWKRXW 3RZHU� <HPHQ DQG 7KH *OREDO /HJDO 6\VWHP� ��� 0,&+� /� 5(9� ���� ����
��� �������

��� $PXO\D 9DGDSDOOL� -XVWLFH :LWKRXW 3RZHU� <HPHQ DQG 7KH *OREDO /HJDO 6\VWHP� ��� 0,&+� /� 5(9� ���� ���
�������

��� 6HH 8QLYHUVDO -XULVGLFWLRQ� ,17¶/ -867� 5(6� &75��
KWWSV���LMUFHQWHU�RUJ�FDVHV�EHIRUH�QDWLRQDO�FRXUWV�GRPHVWLFH[HUFLVH�RI�XQLYHUVDO�MXULVGLFWLRQ�� VHH DOVR 5 Y� (YDQV DQG
$QRWKHU DQG WKH &RPPLVVLRQHU RI 3ROLFH IRU WKH 0HWURSROLV DQG 2WKHUV� H[ SDUWH 3LQRFKHW >����@ 8.+/ �0DUFK
��� �UHMHFWLQJ WKH DUJXPHQW WKDW MXV FRJHQV YLRODWLRQV DOORZ IRU XQLYHUVDO MXULVGLFWLRQ ZLWKRXW DQ XQGHUO\LQJ WUHDW\
REOLJDWLRQ��

��� $UUHVW :DUUDQW RI �� $SULO ���� �'HPRFUDWLF 5HSXEOLF RI WKH &RQJR Y� %HOJLXP�� -XGJPHQW� ���� ,�&�-� ��� � ��
�)HEUXDU\ ��� �VHSDUDWH RSLQLRQ E\ *XLOODXPH� *��

��� %HQHGLFWH -HDQQHURG 	 $LVOLQJ 5HLG\� )LJKWLQJ ,PSXQLW\ IRU &ULPHV LQ 6\ULD� 9LFWRU\ LQ *HUPDQ\� 6HWEDFN LQ
)UDQFH� +80$1 5,*+76 :$7&+ �-DQ� ��� ����� ����$0 (67��
KWWSV���ZZZ�KUZ�RUJ�QHZV������������ILJKWLQJ�LPSXQLW\�FULPHV�V\ULD�YLFWRU\�JHUPDQ\�VHWEDFN�IUDQFH�

���7RS *HUPDQ &RXUW 5HMHFW¶V 6\ULDQ¶V $SHHDO LQ 7RUWXUH &DVH� ,17(51$7,21$/ &(17(5 )25 75$16,7,21$/ -867,&( �0D\
�� ������
KWWSV���ZZZ�LFWM�RUJ�ODWHVW�QHZV�WRS�JHUPDQ�FRXUW�UHMHFW�(�������V�V\ULDQ�(�������V�DSSHDO�WRUWXUH�FDVH�

���$OH[DQGUD /LO\ .DWKHU� ³:DWHU )LQGV ,WV :D\´" 8QLYHUVDO -XULVGLFWLRQ $V $Q $YHQXH IRU -XVWLFH ,Q 6\ULD� /,(%(5
,167,787( �-XO� ��� ������ KWWSV���OLHEHU�ZHVWSRLQW�HGX�ZDWHU�ILQGV�ZD\�XQLYHUVDO�MXULVGLFWLRQ�MXVWLFH�V\ULD��

��� $PXO\D 9DGDSDOOL� -XVWLFH :LWKRXW 3RZHU� <HPHQ DQG 7KH *OREDO /HJDO 6\VWHP� ��� 0,&+� /� 5(9� ���� ���
�������

��



&RDOLWLRQ DUH WKH 86� WKH 8.� )UDQFH� DQG ,WDO\� LW LV XQOLNHO\ WKDW DFFRXQWDELOLW\ IRU WKHLU UROHV
ZLOO RYHUFRPH WKHLU SROLWLFDO LQIOXHQFH����

�� $OWHUQDWLYH 0HFKDQLVPV

$W WKLV WLPH� IRUPDO PHFKDQLVPV RI DFFRXQWDELOLW\ IRU +5 YLRODWLRQV LQ <HPHQ DUH QRW OLNHO\
WR PDWHULDOL]H DQG WKH IDLOXUH RI WKH +5& WR UHQHZ WKH PDQGDWH RI WKH *URXS RI (PLQHQW ([SHUWV
UHSUHVHQWV D KDUURZLQJ LQGLFDWLRQ RI WKH SROLWLFDO ZLOO WR SXUVXH DFFRXQWDELOLW\ LQ <HPHQ�
+RZHYHU� LW LV LPSHUDWLYH WKDW 6WDWHV FRQWLQXH WR FDOO DWWHQWLRQ WR DQG FRQGHPQ ,+5/ YLRODWLRQV
LQ <HPHQ� :KLOH WKH 816&� 81+5&� DQG 81 6HFUHWDU\�*HQHUDO KDYH UHOHDVHG PXOWLSOH
UHVROXWLRQV UHJDUGLQJ WKH VLWXDWLRQ LQ <HPHQ VLQFH WKH FRQIOLFW EHJDQ� WKH VFRSH RI WKHVH
UHVROXWLRQV KDV EHHQ OLPLWHG WR JHQHUDO FRQGHPQDWLRQV DQG ODUJHO\ IDLOHG WR QDPH UHVSRQVLEOH
DFWRUV���� ,QFUHDVHG QDPLQJ DQG VKDPLQJ IURP LQWHUQDWLRQDO RUJDQL]DWLRQV DQG SRZHUIXO 6WDWHV
ZRXOG UHDIILUP WKH LQWHUQDWLRQDO FRPPXQLW\¶V FRPPLWPHQW WR VHHNLQJ SHDFH DQG DFFRXQWDELOLW\
LQ WKH UHJLRQ�

7KRXJK VDQFWLRQV FDQ EH DQ HIIHFWLYH WRRO IRU KROGLQJ LQWHUQDWLRQDO 6WDWHV DQG DFWRUV
DFFRXQWDEOH� GXH WR WKH H[WUHPH KXPDQLWDULDQ FULVLV LQ <HPHQ� VDQFWLRQV VKRXOG EH FDUHIXOO\
DSSOLHG VR DV WR QRW ZRUVHQ FRQGLWLRQV IRU WKH FLYLOLDQ SRSXODWLRQ� 7KRXJK LQGLYLGXDO FULPLQDO
UHVSRQVLELOLW\ IRU 6WDWH DQG FRUSRUDWH DFWRUV VXSSO\LQJ DUPV LV XQOLNHO\ WR VXFFHHG� WDUJHWHG
VDQFWLRQV DJDLQVW WKHVH LQGLYLGXDOV FRXOG XQGHUPLQH WKH VXSSO\ RI ZHDSRQV DQG HVWDEOLVK
DFFRXQWDELOLW\ IRU WKRVH ZKR LQGLUHFWO\ FRQWULEXWH WR ,+5/ YLRODWLRQV�

)LQDOO\� LQWHUQDWLRQDO RUJDQL]DWLRQV DQG 6WDWHV VKRXOG VXSSRUW FLYLO VRFLHW\ DFWRUV DQG 1*2V
GRFXPHQWLQJ +5 YLRODWLRQV LQ <HPHQ� 7KLV VXSSRUW VKRXOG EH SDLUHG ZLWK SUHVVXUH RQ WKH
<HPHQL JRYHUQPHQW WR SURYLGH D OHJLWLPDWH DQG HIIHFWLYH PHFKDQLVP IRU WKHVH FODLPV WR EH
EURXJKW IRUWK� 6WDWHV VKRXOG DOVR SDVV GRPHVWLF OHJLVODWLRQ ZKLFK ZRXOG H[SDQG WKH DELOLW\ WR
SURVHFXWH +5 YLRODWLRQV XQGHU XQLYHUVDO MXULVGLFWLRQ�

9� 5(&200(1'$7,216

7KH <HPHQ $FFRXQWDELOLW\ 3URMHFW UHFRPPHQGV WKH IROORZLQJ DFWLRQV IRU EULQJLQJ
DFFRXQWDELOLW\ WR SHUSHWUDWRUV RI ,+5/ DQG ,+/ YLRODWLRQV LQYROYLQJ FKLOGUHQ LQ <HPHQ�

$� ,QYHVWLJDWLRQV

± &ULPLQDO LQYHVWLJDWRUV DQG JURXSV� OLNH WKH <HPHQ $FFRXQWDELOLW\ 3URMHFW� <HPHQ
'DWD 3URMHFW� DQG $&/('� VKRXOG FRQWLQXH WR GRFXPHQW DQG LQYHVWLJDWH HYLGHQFH RI
DWWDFNV RQ DQG RSHUDWLRQV KDUPLQJ FKLOGUHQ LQ <HPHQ DQG PDNH WKHLU RSHQ�VRXUFH
GDWDEDVHV ZLGHO\ DYDLODEOH WR UHOHYDQW VWDNHKROGHUV�
± 7KHVH JURXSV VKRXOG FRQWLQXH WR SUHVHQW WKHLU FROOHFWHG HYLGHQFH DQG GDWDEDVHV WR
VWDNHKROGHUV DW WKH ,&&� 81 6HFXULW\ &RXQFLO� 81 +XPDQ 5LJKWV &RXQFLO� 86
'HSDUWPHQW RI 6WDWH :DU &ULPHV 2IILFH� DQG RWKHUV�
± *URXSV GRFXPHQWLQJ HYLGHQFH RI ZDU FULPHV� FULPHV DJDLQVW KXPDQLW\� DQG KXPDQ
ULJKWV YLRODWLRQV VKRXOG VKDUH WKHLU LQYHVWLJDWLYH VWUDWHJLHV DQG EHVW SUDFWLFHV ZLWK HDFK

��� /RXLVD $VKOH\� +XPDQ 5LJKWV 9LRODWLRQV LQ <HPHQ DQG WKH 3URVSHFWV IRU -XVWLFH� LQ +XPDQ 5LJKWV LQ :DU
�������� ��� �'DPLHQ 5RJHUV� HG�� ������

��� $PXO\D 9DGDSDOOL� -XVWLFH :LWKRXW 3RZHU� <HPHQ DQG 7KH *OREDO /HJDO 6\VWHP� ��� 0,&+� /� 5(9� ����
����������

��



RWKHU DQG GHYHORS ZRUNLQJ SDUWQHUVKLSV WR EXLOG FDSDFLW\ IRU ODUJHU DQG PRUH WKRURXJK
LQYHVWLJDWLRQV LQ <HPHQ�

%� $FFRXQWDELOLW\ 0HFKDQLVPV

± 'LSORPDWV DW WKH 81 VKRXOG HQJDJH LQ DGYRFDF\ ZLWK PHPEHUV RI WKH 6HFXULW\
&RXQFLO WR VXSSRUW DQ ,+/ DFFRXQWDELOLW\ PHFKDQLVP DQG EXLOG FRQVHQVXV DPRQJ
SHUPDQHQW PHPEHUV WR SUHYHQW WKHP IURP EORFNLQJ DQ DFFRXQWDELOLW\ PHDVXUH WKURXJK
YHWR� 7KH\ VKRXOG DOVR DGYRFDWH WR WKH 81 6HFXULW\ &RXQFLO WR FUHDWH DQ DG KRF WULEXQDO
IRU <HPHQ� VLPLODU WR WKH 6&6/¶V PRGHO�
± $OWHUQDWLYHO\� VWDNHKROGHUV VKRXOG ILOH FDVHV LQ WKH GRPHVWLF FRXUWV RI WKLUG�SDUW\
VWDWHV ZLWK DSSOLFDEOH XQLYHUVDO MXULVGLFWLRQ VWDWXWHV� 6WDNHKROGHUV VKRXOG DOVR FRQVLGHU
SXUVXLQJ OHJDO DFFRXQWDELOLW\ IRU KXPDQ ULJKWV YLRODWLRQV LQ WKHVH IRUXPV RU VXSSRUW WKH
FUHDWLRQ RI D GHVLJQDWHG KXPDQ ULJKWV FRXUW IRU YLRODWLRQV FRPPLWWHG GXULQJ WKH <HPHQ
FRQIOLFW�
± ,I DFWLRQ LQ WKH 6HFXULW\ &RXQFLO LV EORFNHG E\ YHWR� WKHQ WKH *HQHUDO $VVHPEO\
VKRXOG HVWDEOLVK DQ DFFRXQWDELOLW\ PHFKDQLVP� OLNH WKH ,,,0 DQG WKH ,QYHVWLJDWLYH
,QGHSHQGHQW 0HFKDQLVP IRU 0\DQPDU �³,,00´�� WR FROOHFW DQG DUFKLYH HYLGHQFH EHIRUH
LW LV ORVW DQG WR VKDUH LW ZLWK VWDWHV SXUVXLQJ QDWLRQDO SURVHFXWLRQV XVLQJ XQLYHUVDO
MXULVGLFWLRQ�

&� 5HYLHZ 7DUJHWHG 6DQFWLRQV 5HJLPH

± 7DUJHWHG VDQFWLRQV DUH SUREOHPDWLF EHFDXVH HIIHFWLYHQHVV LV ORZ� DQG WKH\ FDQ
ZRUVHQ D KXPDQLWDULDQ FULVLV� 7KHUHIRUH� WKH 81 DQG FRXQWULHV VKRXOG UHH[DPLQH WKHLU
WDUJHWHG VDQFWLRQV SURJUDPV WR HQVXUH WKDW PHDVXUHV DUH SODFLQJ SUHVVXUH RQ WKH 6DXGL DQG
,UDQLDQ JRYHUQPHQWV DQG QRW VWUDLQLQJ RU ZRUVHQLQJ WKH KXPDQLWDULDQ FULVLV LQ <HPHQ�

'� 1DPLQJ DQG 6KDPLQJ

± 0RUH QDPLQJ DQG VKDPLQJ IURP SRZHUIXO 6WDWHV DQG UHJLRQDO DQG LQWHUQDWLRQDO
ERGLHV ZRXOG KHOS EXLOG VXSSRUW IRU DQ HQG WR WKH <HPHQ &LYLO :DU DQG DQ DFFRXQWDELOLW\
PHFKDQLVP RU PHFKDQLVP IRU LQYHVWLJDWLQJ DWURFLWLHV�

(� 6XSSRUWLQJ DQG (QJDJLQJ &LYLO 6RFLHW\ $FWRUV

± 6WDWHV DQG LQWHUQDWLRQDO JURXSV QHHG WR DVVLVW LQ GHYHORSLQJ FDSDFLWLHV IRU <HPHQ¶V
ORFDO FLYLO VRFLHW\ WR FROOHFW HYLGHQFH RI DQG GRFXPHQW FULPHV DJDLQVW DQG LQYROYLQJ
FKLOGUHQ�
± *OREDO FLYLO VRFLHW\� LQFOXGLQJ WKH ,QWHUQDWLRQDO &RPPLWWHH RI WKH 5HG &URVV DQG
RWKHU 1*2V VKRXOG DVVLVW LQ FROOHFWLQJ HYLGHQFH RI DQG GRFXPHQWLQJ DWWDFNV DJDLQVW DQG
LQYROYLQJ FKLOGUHQ� +XPDQLWDULDQ DLG RUJDQL]DWLRQV VKRXOG DOVR FRQWLQXH SURYLGLQJ
KXPDQLWDULDQ DLG WR <HPHQ¶V FKLOGUHQ DQG RWKHU FLYLOLDQV LQ QHHG RI VXFK DVVLVWDQFH�

)� 7UDQVLWLRQDO -XVWLFH

± 7UDQVLWLRQDO MXVWLFH DQG UHVWRUDWLYH MXVWLFH SURFHVVHV VXFK DV WUXWK FRPPLVVLRQV�
PHPRULDOL]DWLRQ LQLWLDWLYHV� DQG FRPPXQLW\ UHVWRUDWLRQ SURMHFWV VKRXOG EH H[SORUHG�

��



9,� &21&/86,21

7KH VLJQLILFDQW LPSDFW RI WKH <HPHQ &LYLO :DU DQG WKH SDUWLHV LQYROYHG LQ WKH FRQIOLFW RQ
<HPHQ¶V FKLOGUHQ VXSSRUWV D QHHG IRU DFFRXQWDELOLW\ PHFKDQLVPV WR KROG SHUSHWUDWRUV
DFFRXQWDEOH IRU WKHLU YLRODWLRQV RI ,+5/ DQG ,+/� SDUWLFXODUO\ FRQFHUQLQJ DWWDFNV RQ FKLOGUHQ�
KDUP WR FKLOGUHQ¶V SK\VLFDO DQG PHQWDO KHDOWK� LQWHUIHUHQFH ZLWK FKLOGUHQ¶V DFFHVV WR HGXFDWLRQ�
WKH IDLOXUH WR SURKLELW DQG SURWHFW \RXQJ JLUOV IURP IRUFHG FKLOG PDUULDJH� DQG WKH XVH DQG
UHFUXLWPHQW RI FKLOG VROGLHUV� $OWKRXJK WKH ,&& ODFNV MXULVGLFWLRQ RYHU WKH VLWXDWLRQ LQ <HPHQ����
DQG SXUVXLQJ DFFRXQWDELOLW\ WKURXJK <HPHQL GRPHVWLF FRXUWV ULVNV ELDVHG DQG XQMXVW
SURFHHGLQJV���� VWDNHKROGHUV FRXOG SXUVXH DFFRXQWDELOLW\ IRU ,+/ RU ,+5/ YLRODWLRQV DIWHU WKH
FUHDWLRQ RI DQ DG KRF WULEXQDO� VLPLODU WR WKH 6&6/¶V PRGHO���� RU E\ ILOLQJ FDVHV LQ WKH GRPHVWLF
FRXUWV RI WKLUG�SDUW\ VWDWHV ZLWK DSSURSULDWH XQLYHUVDO MXULVGLFWLRQ VWDWXWHV���� ,Q WKH PHDQWLPH� WKH
81 VKRXOG FUHDWH DQ ,QGHSHQGHQW ,QYHVWLJDWLYH 0HFKDQLVP WR JDWKHU HYLGHQFH RI FULPHV
FRPPLWWHG LQ <HPHQ WR DVVLVW ZLWK IXWXUH SURVHFXWLRQV� 1*2V VKRXOG FRQWLQXH WR PDNH WKHLU
RSHQ�VRXUFH ILQGLQJV DYDLODEOH WR VWDNHKROGHUV LQWHUHVWHG LQ SXUVXLQJ DFFRXQWDELOLW\� DQG
KXPDQLWDULDQ DLG RUJDQL]DWLRQV VKRXOG FRQWLQXH WKHLU HIIRUWV WR SURYLGH DLG WR <HPHQ¶V FKLOGUHQ
DQG RWKHU FLYLOLDQV LQ QHHG RI VXFK DVVLVWDQFH�

��� 6HH� H�J�� 8QLYHUVDO -XULVGLFWLRQ $QQXDO 5HYLHZ �8-$5� ����� $WURFLWLHV 0XVW %H 3URVHFXWHG 6RXQGO\ DQG
5LJRURXVO\� 75,$/ ,17¶/ �1RY� �� ������ DW ���
KWWSV���WULDOLQWHUQDWLRQDO�RUJ�ODWHVW�SRVW�XQLYHUVDO�MXULVGLFWLRQ�DQQXDO�UHYLHZ������DWURFLWLHV�PXVW�EH�SURVHFXWHG�VRX
QGO\�DQG�ULJRURXVO\�

��� 6HH0LFKDHO 6FKDUI� 7KH 6SHFLDO &RXUW IRU 6LHUUD /HRQH� ,16,*+76 �������
KWWSV���ZZZ�DVLO�RUJ�LQVLJKWV�YROXPH���LVVXH����VSHFLDO�FRXUW�VLHUUD�OHRQH� ,QWHUQDWLRQDO 7ULEXQDOV� 8�1� 6(&�
&281&,/� KWWSV���ZZZ�XQ�RUJ�VHFXULW\FRXQFLO�FRQWHQW�UHSHUWRLUH�LQWHUQDWLRQDO�WULEXQDOV �ODVW YLVLWHG 'HF� �� ������
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��� +RZ WKH &RXUW :RUNV� ,17¶/ &5,0� &7�� KWWSV���ZZZ�LFF�FSL�LQW�DERXW�KRZ�WKH�FRXUW�ZRUNV �ODVW YLVLWHG 'HF� ��
������ 7KH 6WDWHV 3DUWLHV WR WKH 5RPH 6WDWXWH� ,17¶/ &5,0� &7�� KWWSV���DVS�LFF�FSL�LQW�VWDWHV�SDUWLHV �ODVW YLVLWHG 'HF�
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