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FOREWORD

This is one of three field research studies designed to measure the employment and
competitiveness impact of existing environment policies in order to help design future
policies. The research described here is focused on iron foundries and mechanical
engineering1.

There is a dilemna in deciding at what level to measure socio-economic impacts (in this
case employment and competitiveness).  Individual case studies have the advantage of
providing specific data in a way which enables conclusions to be drawn about the
impact on a particular enterprise, but generally leave open the question of whether the
results are applicable to the sector as a whole. Research which analyses data
statistically, e.g. in desk studies or models, can draw sectoral conclusions but leaves
open the question of whether they apply to a particular enterprise.  In both cases, it
may be difficult to explain the causes of the impacts discovered.

In this research, the environmental and economic performance of a number of
enterprises in one part of the EU have been compared with a similar number in
another. The objective of the comparison was to establish whether differences in
environmental policy regimes were associated with different economic performances,
and hence to offer explanations for those differences.  While there were practical
difficulties in obtaining the same balance of data in both countries, the insights offer
some explanations while making clear the importance of recognising differences in
local circumstances and cultures when framing policy responses.

Jørn Pedersen
March 1998

                                               

1 The other two research studies are:

• “Effects on Employment, Skills, Productivity and Competitiveness of Environmental Regulation
in Food Processing (Dairy and Meat Processing) across the EU (Northern Ireland and Republic of
Ireland; Germany, East and West; Italy, North and South)”, David Hitchens, Esmond Birnie &
Angela McGowan, Department of Economics, The Queen’s University of Belfast; Ursula
Triebswetter, IFO Institute for Economic Research, Munich; Alberto Cottica, Eco & Eco,
Bologna.   To be published by Edward Elgar in association with the European Foundation

• “Local Sustainability and Competitiveness: The Case of the Ceramic Tile Industry”, report by
François Lévêque & Peter Börkey, CERNA, Paris; Margherita Russo, Università degli Studi di
Modena, Italy; Francisco Mas & Emilio Cubel, Impiva, Valencia, European Foundation working
paper (forthcoming)
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7KLV�UHSRUW�GHVFULEHV�WKH�RYHUDOO�UHVXOWV�RI�D�SURMHFW�RQ�7KH�,PSDFW�RI�(QYLURQPHQWDO

3UHVVXUHV� RQ� (PSOR\PHQW� LQ� 6PDOO�0HGLXP� 6L]HG� (QWHUSULVHV�� )RXQGULHV� DQG

$XWRPRWLYH�3DUWV�6XSSOLHUV��7KH�SURMHFW�ZDV�IXQGHG�E\�WKH�(XURSHDQ�)RXQGDWLRQ�IRU

WKH� ,PSURYHPHQW� RI� /LYLQJ� DQG� :RUNLQJ� &RQGLWLRQV�� D� (XURSHDQ� 8QLRQ� LQVWLWXWLRQ

EDVHG�LQ�WKH�5HSXEOLF�RI�,UHODQG��7KH�ZRUN�FRYHUHG�HQWHUSULVHV�RSHUDWLQJ�LQ� WKH�:HVW

0LGODQGV�UHJLRQ�RI� WKH�8.�DQG� WKH�%DVTXH�&RXQWU\�RI�6SDLQ��7KH�ZRUN�ZDV�FDUULHG

RXW�E\�WKH�6FLHQFH�3ROLF\�5HVHDUFK�8QLW��6358��DW�WKH�8QLYHUVLW\�RI�6XVVH[��8.��DQG

,.(,� RI� 6DQ� 6HEDVWLiQ�� 6SDLQ�� 7KHUH� DUH� IRXU� FRPSDQLRQ� UHSRUWV� GHVFULELQJ� WKH

GHWDLOHG�ILQGLQJV��7KHVH�DUH�

• *D\QRU�+DUWQHOO��7KH�8.�)RXQGU\� ,QGXVWU\��5HSRUW� WR� WKH�(XURSHDQ�)RXQGDWLRQ�

1RYHPEHU������

• *D\QRU� +DUWQHOO�� 7KH� 8.� $XWRPRWLYH� &RPSRQHQWV� ,QGXVWU\�� 5HSRUW� WR� WKH

(XURSHDQ�)RXQGDWLRQ��1RYHPEHU������

• ,.(,��7KH�%DVTXH�)RXQGU\�,QGXVWU\��1RYHPEHU������

• ,.(,��7KH�%DVTXH�$XWRPRWLYH�&RPSRQHQWV�,QGXVWU\��1RYHPEHU������

7KH� LQWHUYLHZ� QRWHV� IURP� HDFK� FRPSDQ\� DSSHDU� DV� DQ� DSSHQGL[� WR� WKHVH� UHSRUWV�

DOWKRXJK�DOO�FRPPHUFLDOO\�VHQVLWLYH�PDWHULDO�ZKLFK�ZRXOG�HQDEOH� WKH�FRPSDQLHV� WR�EH

LGHQWLILHG�KDV�EHHQ�UHPRYHG�
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2EMHFWLYHV

���7KH�REMHFWLYHV�RI�WKLV�SURMHFW�ZHUH�

• WR� LGHQWLI\� WKH� VXVWDLQDELOLW\� SROLFLHV� DQG� VSHFLILF� HQYLURQPHQWDO� PHDVXUHV�

LQFOXGLQJ� VXSSO\� FKDLQ� SUHVVXUHV��ZKLFK� DUH� KDYLQJ� DQ� LPSDFW� RQ� 60(V� LQ

WKH�IRXQGULHV�DQG�DXWRPRWLYH�SDUWV�VHFWRUV�

• WR�GHVFULEH�WKH�WHFKQLTXHV�EHLQJ�DGRSWHG�RU�FRQVLGHUHG�E\�ILUPV�ZKLFK�ZLOO

SURPRWH�VXVWDLQDEOH�GHYHORSPHQW�

• WR�DQDO\VH� WKH�GLUHFW� HPSOR\PHQW� FRQVHTXHQFHV�� LQ� WHUPV� RI� ERWK� WKH� OHYHO

DQG�TXDOLW\�RI�HPSOR\PHQW�

• WR� H[DPLQH� WKH� HPSOR\PHQW� LPSOLFDWLRQV� RI� DQ\� VLJQLILFDQW� FKDQJHV� LQ� WKH

SDWWHUQ�RI�SXUFKDVHV�RI�JRRGV�DQG�VHUYLFHV��DQG

• WR� H[DPLQH� WKH� FRQVHTXHQFHV� RI� GLIIHUHQW� UHJXODWRU\� UHJLPHV�� OHYHOV� RI

FRPSOLDQFH�� SURGXFWLYLW\�� VNLOOV�� H[WHUQDO� SUHVVXUHV� DQG� RWKHU� UHOHYDQW

IDFWRUV�

0HWKRGRORJ\

��� 7KH� VWXG\� LV� EDVHG� RQ� FDVH� VWXGLHV� RI� WZR� VHFWRUV� �� IRXQGULHV� DQG� DXWRPRWLYH

FRPSRQHQWV� �� LQ� WZR� (8� UHJLRQV� �� WKH� :HVW� 0LGODQGV� LQ� WKH� 8.� DQG� WKH� %DVTXH

&RXQWU\� LQ� 6SDLQ�� 7KH� VHFWRUV� HDFK� SOD\� DQ� LPSRUWDQW� UROH� LQ� WKH� ORFDO� HFRQRPLHV�

,QIRUPDWLRQ�ZDV�FROOHFWHG�WKURXJK�LQWHUYLHZV�ZLWK�SURGXFWLRQ�PDQDJHUV�DW�WHQ�VLWHV�IRU

HDFK� WKH� IRXU� VHFWRU�UHJLRQ� VWXGLHV�� $GGLWLRQDO� LQWHUYLHZV� ZHUH� FRQGXFWHG� ZLWK

UHJXODWRUV��JRYHUQPHQW�DJHQFLHV�DQG�WUDGH�DVVRFLDWLRQV�

��� 7KH� LQWHUYLHZV� FRYHUHG�� HQYLURQPHQWDO� SUHVVXUHV�� HQYLURQPHQWDO�PDQDJHPHQW� DQG

SHUIRUPDQFH�� TXDOLW\� PDQDJHPHQW�� OLQNV� WR� FXVWRPHUV�� HPSOR\PHQW� VWUXFWXUH� DQG

WUDLQLQJ�� DQG� HPSOR\PHQW� LPSDFWV� RI� HQYLURQPHQWDO� SUHVVXUH�� 4XDQWLWDWLYH� GDWD

UHIHUULQJ� WR�SURGXFWLRQ�� VDOHV�� FRVWV�� UHVRXUFH� XVH��ZDVWH� GLVSRVDO� DQG� HPLVVLRQV�ZDV

DOVR�FROOHFWHG�

(QYLURQPHQWDO�3UHVVXUHV

���5HJXODWRU\�SUHVVXUHV�DUH�PRUH�VLJQLILFDQW�WKDQ�FXVWRPHU�RU�FRPPXQLW\�SUHVVXUHV�LQ

ERWK� VHFWRUV�� )RXQGULHV� DUH� XQGHU� WKH� JUHDWHU� SUHVVXUH�� UHIOHFWLQJ� WKH� QDWXUH� RI� WKH

DFWLYLWLHV� XQGHUWDNHQ�� 5HJXODWRU\� SUHVVXUHV� DUH� DOVR� JUHDWHU� LQ� WKH� 8.�� &XVWRPHU

SUHVVXUHV� DUH� JUHDWHU� LQ� WKH� FDVH� RI� DXWRPRWLYH� FRPSRQHQWV� DOWKRXJK�� LURQLFDOO\�

HQYLURQPHQWDO�LPSDFWV�DUH�JHQHUDOO\�ORZHU��7KLV�UHIOHFWV�WKH�FRQFHUQV�DQG�LQIOXHQFH�RI

WKH�DXWRPRWLYH�DVVHPEO\�FRPSDQLHV��3UHVVXUHV�IURP�ORFDO�FRPPXQLWLHV�ZHUH�IRXQG�QRW

WR� EH� VLJQLILFDQW�� DOWKRXJK� VRPH� IRXQGULHV� LQ� WKH�:HVW�0LGODQGV� KDG� PRGLILHG� WKHLU

DFWLYLWLHV�DV�D�UHVXOW�RI�ORFDO�SUHVVXUH�
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(QYLURQPHQWDO�3UHVVXUHV�LQ�WKH�8.�DQG�6SDLQ

)RXQGULHV $XWR�&RPSRQHQWV

8. 6SDLQ 8. 6SDLQ

5HJXODWRU\ +LJK $EVHQW 0HGLXP 0HGLXP

&XVWRPHU

SUHVVXUH

$EVHQW $EVHQW 0HGLXP /RZ

&RPPXQLW\

SUHVVXUH

*HQHUDOO\

PHGLXP���KLJK

LQ�VRPH�FDVHV

*HQHUDOO\�DEVHQW

��VRPHWLPHV

PRGHVW

*HQHUDOO\�ORZ $EVHQW

7KH�(PSOR\PHQW�,PSDFWV�RI�(QYLURQPHQWDO�$FWLYLW\

��� 7KH� HPSOR\PHQW� LPSOLFDWLRQV� RI� HQYLURQPHQWDO� SUHVVXUHV� ZHUH� IRXQG� QRW� WR� EH

VLJQLILFDQW�ZKHQ�FRPSDUHG�WR�WKH�HPSOR\PHQW�HIIHFWV�RI�RQJRLQJ�WHFKQLFDO�FKDQJH�DQG

FKDQJHV�UHODWHG�WR�WKH�VWDWH�RI�WKH�HFRQRP\�� (PSOR\PHQW�LPSOLFDWLRQV�ZHUH�QHJOLJLEOH

LQ� WKH� DXWRPRWLYH� FRPSRQHQWV� VHFWRU� DQG� VPDOO� EXW� GLVFHUQLEOH� LQ� IRXQGULHV�� 7KRVH

SODQWV�ZKLFK� FORVH� DV� D� UHVXOW� RI� HQYLURQPHQWDO� SUHVVXUH� DUH� OLNHO\� WR� KDYH� EHHQ� OHVV

FRPSHWLWLYH�WKDQ�WKRVH�ZKLFK�VXUYLYH��$Q\�QHJDWLYH�HPSOR\PHQW�LPSDFWV�DUH�EDODQFHG

E\�VLJQLILFDQW�LPSURYHPHQWV�LQ�OLYLQJ�DQG�ZRUNLQJ�FRQGLWLRQV�LQ�WKH�UHJLRQ�FRQFHUQHG�

��� 7KH� LPSDFW� RI� LQVWDOOLQJ� HQG�RI�SLSH� DEDWHPHQW� HTXLSPHQW� LQ� WHUPV� RI� IRXQGU\

HPSOR\PHQW�LV�JHQHUDOO\�YHU\�VPDOO��1HZ�WDVNV�DUH�WDNHQ�RQ�E\�H[LVWLQJ�VWDII��3URFHVV

FKDQJH�KDV�D�JUHDWHU�HIIHFW�RQ�HPSOR\PHQW�� :RUNLQJ�FRQGLWLRQV�DUH�XVXDOO\�LPSURYHG

ZKLOH�WKH�OHYHO�RI�HPSOR\PHQW�JHQHUDOO\�IDOOV�

���(QYLURQPHQWDO�FRQWUROV�RQ�DLU�HPLVVLRQV�LQ�WKH�8.�ZLOO�OHDG�WR�MRE�FUHDWLRQ�WKURXJK

UHJXODWRU\� HQIRUFHPHQW� DQG� WKH� PDQXIDFWXUH� RI� EDJ� ILOWHUV�� +RZHYHU�� WKH� FRQWUROV

FRXOG�OHDG�WR�MRE�ORVVHV�LQ�WKH�IRXQGU\�VHFWRU�LWVHOI��7KHVH�DUH�OLNHO\�DW�OHDVW�WR�EDODQFH

MRE�JDLQV�DQG�FRXOG�EH� UDWKHU�KLJKHU��7KH�DJJUHJDWH� HVWLPDWHV� UHSUHVHQW� RQO\� D� VPDOO

IUDFWLRQ�RI�WRWDO�HPSOR\PHQW�LQ�WKH�8.�IRXQGU\�VHFWRU�

&RPSHWLWLYHQHVV��4XDOLW\�DQG�WKH�(QYLURQPHQW

&RPSHWLWLYHQHVV�DQG�(QYLURQPHQWDO�3HUIRUPDQFH

���&RPSDQLHV�DQG�VHFWRUV�ZKLFK�SUR�DFWLYHO\�SXUVXH�KLJKHU�VWDQGDUGV�RI�HQYLURQPHQWDO

SHUIRUPDQFH� DQG� PDQDJHPHQW� PD\� SURYH� PRUH� UHVLOLHQW� WR� HQYLURQPHQWDO� SUHVVXUHV

ZKLFK�GR�DULVH�� ,I� WKLV� LV� WKH�FDVH��DWWHQWLRQ� WR�HQYLURQPHQWDO�PDWWHUV�FDQ�EH�VDLG� WR

SURWHFW�UDWKHU� WKDQ� WKUHDWHQ�HPSOR\PHQW��7KH�VWXG\�SURYLGHV�ZHDN�HYLGHQFH� IRU� WKLV

K\SRWKHVLV��WKRVH�ILUPV�ZKLFK�KDYH�SDLG�PRUH�DWWHQWLRQ�WR�TXDOLW\�PDQDJHPHQW�WHQG�WR

EH� PRUH� SURILWDEOH�� WKHUH� LV� VRPH� FRUUHODWLRQ� EHWZHHQ� WKH� DWWDLQPHQW� RI� TXDOLW\

FHUWLILFDWLRQ�DQG�DWWHPSWV� WR�DFKLHYH�HQYLURQPHQWDO�PDQDJHPHQW�VWDQGDUGV��DQG� ILUPV

ZKLFK�KDYH�GLUHFWHG�PRUH�DWWHQWLRQ�WR�HQYLURQPHQWDO�SHUIRUPDQFH�DQG�PDQDJHPHQW�DUH

JHQHUDOO\�PRUH�SURILWDEOH��7KHVH�IDFWV�WRJHWKHU�VXJJHVW��EXW�GR�QRW�FRQFOXVLYHO\�SURYH�

D�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�FRPSHWLWLYHQHVV�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�
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6HFWRUDO�&RPSDULVRQV

��� ,Q� FRPSDULVRQ� ZLWK� DXWRPRWLYH� FRPSRQHQW� PDQXIDFWXUHUV�� IRXQGULHV� DUH

FKDUDFWHULVHG�E\�� ORZHU� OHYHOV�RI� ODERXU�SURGXFWLYLW\��JUHDWHU� HQYLURQPHQWDO� SUHVVXUH�

PRUH�SUREOHPV�RI� UHFUXLWPHQW�DQG� ODERXU� WXUQRYHU� OLQNHG�SDUWO\� WR�D�SRRUHU�ZRUNLQJ

HQYLURQPHQW��DQG�OHVV�IRFXV�RQ�IRUPDO�TXDOLW\�HQYLURQPHQWDO�PDQDJHPHQW�VWDQGDUGV�

���� $XWRPRWLYH� FRPSRQHQW� SODQWV� DUH� PRUH� DWWUDFWLYH� VRXUFHV� RI� HPSOR\PHQW� WKDQ

IRXQGULHV� LQ� WHUPV� RI� ZHDOWK� FUHDWLRQ�� TXDOLW\� RI� HPSOR\PHQW� DQG� HQYLURQPHQWDO

LPSDFW�� 7KH� IRXQGU\� VHFWRU� LV� EHVHW� E\� D� F\FOH� RI� GHFOLQH�� )DFWRUV� VXFK� DV� OHQJWK\

GHOLYHU\�WLPHV��LQDELOLW\�WR�UHFUXLW�VNLOOHG�ODERXU�DQG�SRRU�HQYLURQPHQWDO�FRQGLWLRQV�DUH

LQWHU�FRQQHFWHG� DQG� PXWXDOO\� UHLQIRUFLQJ�� 4XDQWLWDWLYH� SHUIRUPDQFH� LQGLFDWRUV� DUH

V\PSWRPDWLF�RI�WKHVH�GLIILFXOWLHV�EXW�GR�QRW�FDSWXUH�DOO�RI�WKH�VRFLDO��HQYLURQPHQWDO�DQG

FXOWXUDO�IDFWRUV�ZKLFK�XQGHUOLH�WKH�GHFOLQH�RI�WKH�VHFWRU�

5HJLRQDO�&RPSDULVRQV

���� )RXQGULHV� DQG� DXWRPRWLYH� FRPSRQHQW� SODQWV� DUH� JHQHUDOO\�PRUH� SURILWDEOH� LQ� WKH

:HVW�0LGODQGV�WKDQ�WKH\�DUH�LQ�WKH�%DVTXH�&RXQWU\��%DVTXH�SODQWV�EHQHILW�PRUH�IURP

ILQDQFLDO�VXEYHQWLRQV��,Q�DGGLWLRQ��WKH�OHJDO�IRUP�RI�PDQ\�%DVTXH�IRXQGULHV�DSSHDUV�WR

HQDEOH�SODQWV�WR�RSHUDWH�XQSURILWDEO\�IRU�VRPH�WLPH�

��� ,Q� WKH� IRXQGU\� VHFWRU�� PHWDO� PHOWLQJ� KDV� SRWHQWLDOO\� WKH� KLJKHVW� HQYLURQPHQWDO
LPSDFW�� 7KH� XVH� RI� FOHDQHU� HOHFWULF� PHOWLQJ� WHFKQRORJ\� LV� PRUH� ZLGHVSUHDG� LQ� WKH

%DVTXH� &RXQWU\� UHIOHFWLQJ� KLVWRULFDOO\� ORZ� HOHFWULFLW\� SULFHV� DQG� WKH� QHHG� WR� LPSRUW

FRNH��+RZHYHU��ZKHQ�D�VSHFLILF�WHFKQRORJ\�LV�FRPSDUHG���IRU�H[DPSOH�FXSROD�PHOWLQJ��

HQYLURQPHQWDO� LPSDFW� LV�KLJKHU� LQ� WKH�%DVTXH�&RPSDQ\�DQG�HQYLURQPHQWDO�SUHVVXUHV�

ZKHWKHU�IURP�UHJXODWRUV��FRPPXQLWLHV�RU�FXVWRPHUV��DSSHDU�WR�EH�ORZHU�

����3XEOLF�SROLFLHV�LQ�ERWK�FRXQWULHV�DUH�GHVLJQHG�WR�JLYH�ILUPV�DQ�RSSRUWXQLW\�WR�DGDSW

WR� KLJKHU� HQYLURQPHQWDO� GHPDQGV��7KH�8.�KDV� XVHG� D� ILYH�\HDU� UHJXODWRU\� WLPHWDEOH

IRU� FRPSOLDQFH� ZLWK� KLJKHU� VWDQGDUGV�� 7KLV� KDV� EHHQ� EDFNHG� E\� LQIRUPDWLRQ�

GLVVHPLQDWLRQ�GHPRQVWUDWLRQ�PHDVXUHV�SURYLGLQJ�WDQJLEOH�DVVLVWDQFH�WR�ILUPV��6SDLQ�KDV

FKRVHQ�PRUH�GLUHFW�VXSSRUW� IRU�HQYLURQPHQWDO� WHFKQRORJ\� UHIOHFWLQJ�SRRUHU�HFRQRPLF

SHUIRUPDQFH� DQG� WKH� UHFHQW� UHPRYDO� RI� WDULII� SURWHFWLRQ�� 7KHVH� DSSURDFKHV� UHIOHFW

QDWLRQDO�FLUFXPVWDQFHV�DQG�GLIIHUHQFHV�LQ�HFRQRPLF�SROLF\�FXOWXUH�

3ODQW�/HYHO�&RPSDULVRQV

���� ,Q� WKH� 8.�� WKHUH� LV� OLWWOH� RU� QR� FRUUHODWLRQ� ZLWKLQ� D� JLYHQ� VHFWRU� EHWZHHQ

SURILWDELOLW\� DQG� SURGXFWLYLW\� PHDVXUHG� HLWKHU� LQ� SK\VLFDO� WHUPV� RU� LQ� WHUPV� RI� QHW

RXWSXW�SHU�HPSOR\HH��7KLV�UHIOHFWV�WKH�KHWHURJHQHLW\�RI�RXWSXW�DW�WKH�SODQWV�FRQFHUQHG�

7KHUH�LV�D�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�TXDOLW\�FHUWLILFDWLRQ�DQG�SURILWDELOLW\�LQ�%DVTXH

ILUPV�� 4XDOLW\� FHUWLILFDWLRQ� LV� WRR� ZLGHVSUHDG� LQ� WKH� 8.� WR� HQDEOH� DQ\� FRPSDUDEOH

FRQFOXVLRQ�WR�EH�GUDZQ�
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���� 7KHUH� LV� OLWWOH� RU� QR� FRUUHODWLRQ� EHWZHHQ� WKH� XVH� RI� µFOHDQ¶� WHFKQRORJ\� �HOHFWULF

PHOWLQJ��DQG�SURILWDELOLW\� LQ�8.�IRXQGULHV��7KH�FKRLFH�RI�PHOWLQJ�WHFKQRORJ\�GHSHQGV

RQ�SURGXFW�PL[��HQHUJ\�SULFHV�DQG�UDZ�PDWHULDO�FRVWV�DQG�OLWWOH�FDQ�EH�FRQFOXGHG�IURP

WKLV�ODFN�RI�FRUUHODWLRQ�

��. 7KHUH�DSSHDUV� WR�EH�QR�FRUUHODWLRQ�EHWZHHQ�SURILWDELOLW\�DQG� WKH� WHQGHQF\�RI�8.
DXWRPRWLYH�PDQXIDFWXUHUV� WR� DGRSW� D� FHUWLILFDWHG� HQYLURQPHQWDO� PDQDJHPHQW� V\VWHP

�IRU� H[DPSOH� %6������� 2Q� WKH� ZKROH�� WKH� PRVW� SURILWDEOH� FRPSDQLHV� DUH� JDLQLQJ

EXVLQHVV� IURP� LQWHUQDWLRQDO� FRPSHWLWRUV�� QRWDEO\� IURP�*HUPDQ� ILUPV�� /HVV� SURILWDEOH

ILUPV�DSSHDU�WR�EH�ORVLQJ�FRQWUDFWV�WR�SODQWV�LQ�(DVWHUQ�(XURSH��7XUNH\�DQG�$VLD�

7KH�)RXQGU\�,QGXVWU\

.H\�)HDWXUHV

����7KH�IRXQGU\�LQGXVWU\�LQ�WKH�8.�KDV�EHHQ�LQ�ORQJ�WHUP�GHFOLQH��6LQFH�WKH�ODWH�����V�

%DVTXH�SURGXFWLRQ�KDV�LQFUHDVHG�DOWKRXJK�HPSOR\PHQW�KDV�FRQWLQXHG�WR�GHFOLQH�

����7KH�SULQFLSDO�HQYLURQPHQWDO�LPSDFWV�RI�IRXQGULHV�DULVH�IURP��PHWDOV�PHOWLQJ��PRXOG

DQG� FRUH� PDNLQJ�� DQG� FDVWLQJ� RSHUDWLRQV�� 0HWDOV� PHOWLQJ� JLYHV� ULVH� WR� HPLVVLRQV� RI

FRPEXVWLRQ�JDVHV��SDUWLFXODWH�PDWWHU��92&V�DQG�PHWDOOXUJLFDO�IXPH�WR�WKH�DWPRVSKHUH�

(OHFWULF� PHOWLQJ� LV� FOHDQHU� WKDQ� PHOWLQJ� LQ� WUDGLWLRQDO� FXSROD� IXUQDFHV� FKDUJHG� ZLWK

FRNH�DQG�OLPHVWRQH�

����7HFKQLFDO�FKDQJHV�LQ�WKH�LQGXVWU\�KDYH�LPSOLFDWLRQV�IRU�HQYLURQPHQWDO�UHOHDVHV��7KH

XVH�RI�HOHFWULF�PHOWLQJ� LV� LQFUHDVLQJ�DQG� LV� UHGXFLQJ� DWPRVSKHULF� HPLVVLRQV��+RZHYHU

WKH� VHOHFWLRQ� RI�PHOWLQJ� WHFKQRORJ\� LV� YHU\� VLWH� VSHFLILF�� (OHFWULF�PHOWLQJ� LV� IDYRXUHG

ZKHQ�D�ZLGH�UDQJH�RI�DOOR\V�DUH�FDVW��SURGXFWLRQ�LV�LQ�VPDOOHU�EDWFKHV�DQG�JRRG�TXDOLW\

VWHHO� VFUDS� LV� DYDLODEOH�� 7KH� UHODWLYH� SULFHV� RI� FRNH� DQG� HOHFWULFLW\� DUH� DOVR� D� PDMRU

IDFWRU��)RU�WKDW�UHDVRQ��HOHFWULF�PHOWLQJ�KDV�EHHQ�PRUH�FRPPRQ�LQ�WKH�%DVTXH�&RXQWU\�

(QYLURQPHQWDO�3UHVVXUHV�DQG�5HVSRQVHV

���� ,Q� ERWK� 6SDLQ� DQG� WKH� 8.�� IRXQGULHV� DUH� DIIHFWHG� E\� HQYLURQPHQWDO� UXOHV� DQG

UHJXODWLRQV�DQG�E\�VXSSRUW�IRU�WKH�DGRSWLRQ�RI�FOHDQHU�WHFKQRORJLHV�

���� 8QWLO� UHFHQWO\�� WKH� RQO\� UXOHV� DIIHFWLQJ� FXSROD� IXUQDFHV� LQ� WKH�8.� UHODWHG� WR� WKH

RSDFLW\�RI�UHOHDVHV�WR�DLU��1HZ�IRUPDO�HPLVVLRQ�OLPLWV�PXVW�EH�PHW�E\�$SULO�������6SDLQ

KDV�KDG� IRUPDO� HPLVVLRQ� OLPLWV� LQ� SODFH� VLQFH� ����� EXW� WKHUH� LV� OLWWOH� HYLGHQFH� RI� DQ\

V\VWHPDWLF�PRQLWRULQJ�RI�HPLVVLRQV�RU�HQIRUFHPHQW�DFWLYLW\�

���� ,Q� WKH�8.�� IRXQGULHV� FDQ� UHFHLYH� WHFKQLFDO� LQIRUPDWLRQ� XQGHU� WKH� (QYLURQPHQWDO

7HFKQRORJ\� %HVW� 3UDFWLFH� 6FKHPH� DV� ZHOO� DV� ILQDQFLDO� VXSSRUW� IRU� GHPRQVWUDWLRQ

SURMHFWV� DQG�PRUH� LQQRYDWLYH� HQYLURQPHQWDO�PHDVXUHV�� 7KH� 6FKHPH� DGGUHVVHV� ZDVWH

PLQLPLVDWLRQ�� LPSURYHG� VDQG� UHFODPDWLRQ� WHFKQLTXHV�� HQHUJ\� HIILFLHQF\� DQG� \LHOG

LPSURYHPHQWV�� 7KH� 6SDQLVK� (QYLURQPHQWDO� 7HFKQRORJ\� ,QGXVWULDO� 3URJUDPPH

�3,70$��VXSSRUWV�LQYHVWPHQWV�DOORZLQJ�SODQWV�WR�PHHW�RU�H[FHHG�UHJXODWRU\�VWDQGDUGV�

)RXU�RI�WKH�WHQ�IRXQGULHV�LQWHUYLHZHG�KDG�UHFHLYHG�VXSSRUW�XQGHU�WKLV�SURJUDPPH��7KH

%DVTXH�(QYLURQPHQWDO�'HSDUWPHQW�DOVR�SURYLGHV�JUDQW�DLG� WR� VXSSRUW� WKH� LQVWDOODWLRQ

RI�HQYLURQPHQWDO�HTXLSPHQW�
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����7KH�PRUH�VLJQLILFDQW�UHVSRQVH�WR�HQYLURQPHQWDO�SUHVVXUH�LV�WDNLQJ�SODFH�LQ�WKH�8.�

,Q� UHVSRQVH� WR� WLJKWHU�DLU� HPLVVLRQ� OLPLWV��SODQWV�DUH�� LQVWDOOLQJ� HQG�RI�SLSH� DEDWHPHQW

WHFKQRORJ\� �EDJ� ILOWHUV��� VZLWFKLQJ� WR� HOHFWULF�PHOWLQJ�� RU� FORVLQJ� GRZQ�� 7KH� HQG�RI�

SLSH�VROXWLRQ�ZLOO�EH�PRVW�FRPPRQ�

���� %DVTXH� IRXQGULHV� DUH� LQYHVWLQJ� WR� UHGXFH� IXPHV� IURP� PRXOGLQJ� DQG� ILQLVKLQJ

SURFHVVHV��0DQ\�RI�WKHVH�LQYHVWPHQWV�DUH�PRWLYDWHG�E\�KHDOWK�DQG�VDIHW\�FRQFHUQV��$OO

RI� WKH� LQYHVWPHQW� LGHQWLILHG� DW� VSHFLILF� IRXQGULHV� ZDV� EHLQJ� VXSSRUWHG� XQGHU� WKH

3,70$�SURJUDPPH�

���� 1R� IRXQGULHV� LQ� HLWKHU� UHJLRQ� ZHUH� SODQQLQJ� WR� DGRSW� H[WHUQDOO\� YHULILHG

HQYLURQPHQWDO�PDQDJHPHQW�V\VWHPV�VXFK�DV�%6�����RU�(0$6�

$XWRPRWLYH�&RPSRQHQWV

.H\�)HDWXUHV

����,Q�WKH�8.��DXWRPRWLYH�FRPSRQHQW�RXWSXW�KDV�EHHQ�JURZLQJ�ZKLOH�HPSOR\PHQW�KDV

EHHQ� IDOOLQJ�� 3URGXFWLRQ� LQ� WKH� %DVTXH� FRXQWU\� ZDV� VHYHUHO\� KLW� E\� UHFHVVLRQ� LQ� WKH

HDUO\�����V�EXW�KDV�VLQFH�UHFRYHUHG��7KHUH�DUH�VWURQJ�UHODWLRQVKLSV�EHWZHHQ�WKH�PDLQ

DXWRPRWLYH�DVVHPEO\�FRPSDQLHV�DQG�WKHLU�VXSSOLHUV�

���� (QYLURQPHQWDO� LPSDFWV� DUH� PDLQO\� DVVRFLDWHG� ZLWK� WKH� SURGXFWLRQ� RI� OLTXLG� DQG

VROLG� ZDVWHV� LQFOXGLQJ� XVHG� PHWDO� ZRUNLQJ� IOXLGV�� VZDUI�� JULQGLQJ�PLOOLQJ� GXVW� DQG

VOXGJH� IURP� HIIOXHQW� WUHDWPHQW� SODQW�� 7KH� RQO\� VLJQLILFDQW� DWPRVSKHULF� HPLVVLRQV� DUH

92&V� IURP� SDLQW� VKRSV�� 7KH� XVH� RI� R]RQH�GHSOHWLQJ� VXEVWDQFHV� IRU� FOHDQLQJ� KDV

GHFOLQHG�VXEVWDQWLDOO\�

(QYLURQPHQWDO�3UHVVXUHV�DQG�5HVSRQVHV

����/HJLVODWLYH�SUHVVXUH�RQ�FRPSDQLHV�LV�ZHDN�DQG�UHODWHV�PDLQO\�WR�WKH�WUHDWPHQW�DQG

GLVSRVDO� RI� OLTXLG� DQG� VROLG� ZDVWHV�� /HJLVODWLRQ� SUHYHQWLQJ� ILUPV� GLVFKDUJLQJ� OLTXLG

ZDVWH�GLUHFWO\�LQWR�ULYHUV�KDV�RQO\�UHFHQWO\�EHHQ�LQWURGXFHG�LQ�WKH�%DVTXH�FRXQWU\�

���� 7KHUH� LV� VRPH� HYLGHQFH� WKDW� VXSSO\� FKDLQ� SUHVVXUHV� DUH� EHJLQQLQJ� WR� DIIHFW

HQYLURQPHQWDO� SHUIRUPDQFH� LQ� WKH� DXWRPRWLYH� FRPSRQHQWV� VHFWRU�� 7ZR� %DVTXH

FRPSDQLHV�KDG�UHFHLYHG�LQTXLULHV�IURP�PDMRU�DXWRPRWLYH�DVVHPEOHUV� WKRXJK�WKHVH�GLG

QRW� UHVXOW� LQ� DQ\� FKDQJH� LQ� SUDFWLFH�� 2QO\� RQH� %DVTXH� FRPSDQ\� ZDV� LQWHUHVWHG� LQ

LQVWDOOLQJ�DQ�HQYLURQPHQWDO�PDQDJHPHQW� V\VWHP��6XSSO\� FKDLQ� SUHVVXUH� KDV� KHOSHG� WR

HOLPLQDWH� WKH�XVH�RI�R]RQH�GHSOHWLQJ�FKHPLFDOV� LQ� WKH�8.��$OPRVW� DOO�8.� FRPSDQLHV

ZHUH�DZDUH�RI�%6�����DQG�IRXU�ZHUH�LQWHQGLQJ�WR� LPSOHPHQW� WKH�V\VWHP�EHFDXVH�WKH

VWDQGDUG�ZRXOG�EH�D�FRQGLWLRQ�IRU�µGRLQJ�EXVLQHVV¶�

����0DQ\�LQWHUYLHZHHV�ZHUH�XQDZDUH�RI�WKH�TXDQWLWLHV�RI�ZDVWH�SURGXFHG�DW�WKHLU�SODQW

DQG�WKH�DVVRFLDWHG�FRVWV�RI�GLVSRVDO��WKRXJK�RWKHUV�KDG�LQYHVWHG�WR�FXW�ZDVWH�GLVSRVDO

DQG�RU�ZDWHU�FRVWV��6RPH�FRPSDQLHV�DUH�FRQWUDFWLQJ�RXW�HQYLURQPHQWDOO\�VHQVLWLYH

ZRUN�VXFK�DV�PDFKLQLQJ��KHDW�WUHDWPHQW��SODWLQJ�DQG�SDLQWLQJ��7KH�HQYLURQPHQWDO

LPSOLFDWLRQV�DUH�PL[HG��GHSHQGLQJ�RQ�WKH�FRPSHWHQFH�RI�WKH�FRQWUDFWRUV�
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�����(19,5210(17$/�35(6685(�$1'�3(5)250$1&(

�������.H\�GLIIHUHQFHV�EHWZHHQ�WKH�UHJLRQV

�������&XSROD�HPLVVLRQV

������$EDWHPHQW�RI�RWKHU�IRXQGU\�HPLVVLRQV

������5HGXFWLRQ�RI�VROLG�ZDVWH

�����48$/,7<�0$1$*(0(17�$1'�(19,5210(17$/�0$1$*(0(17�6<67(06

�����(19,5210(17$/�35(6685(�7+528*+�7+(�6833/<�&+$,1

����&21&/86,216

����$872027,9(�&20321(17�0$18)$&785(

����(19,5210(17$/�,03$&7�2)�&20321(17�0$18)$&785(

������3URFHVVHV�DQG�ZDVWH�JHQHUDWLRQ

������7KH�XVH�RI�R]RQH�GHSOHWLQJ�VXEVWDQFHV

����(19,5210(17$/�35(6685(�$1'�3(5)250$1&(

������(QYLURQPHQWDO�SHUIRUPDQFH�RI�8.�FRPSDQLHV

������(QYLURQPHQWDO�SHUIRUPDQFH�RI�%DVTXH�FRPSDQLHV

����48$/,7<�0$1$*(0(17�$1'�(19,5210(17$/�0$1$*(0(17�6<67(06

������7KH�LPSRUWDQFH�RI�TXDOLW\

������4XDOLW\�PDQDJHPHQW�LQ�8.�ILUPV

������4XDOLW\�PDQDJHPHQW�LQ�%DVTXH�ILUPV

������$GRSWLRQ�RI�OHDQHU�SURGXFWLRQ�PHWKRGV�LQ�8.�ILUPV

������$GRSWLRQ�RI�OHDQHU�SURGXFWLRQ�PHWKRGV�LQ�%DVTXH�ILUPV

����(19,5210(17$/�35(6685(6�7+528*+�7+(�6833/<�&+$,

������(QYLURQPHQWDO�SUHVVXUHV��TXDOLW\�DQG�MXVW�LQ�WLPH�SURGXFWLRQ

������(QYLURQPHQWDO�PDQDJHPHQW�VWDQGDUGV�DQG�WKH�VXSSO\�FKDLQ

������(YLGHQFH�RI�HQYLURQPHQWDO�SUHVVXUH�RQ�8.�ILUPV

������(YLGHQFH�RI�HQYLURQPHQWDO�SUHVVXUH�RQ�%DVTXH�ILUPV

������$XWRPRWLYH�FRPSRQHQW�PDQXIDFWXUHUV¶�LQIOXHQFH�RYHU�IRXQGU\�VXSSOLHUV

����&21&/86,216
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���� )RXQGULHV

������7KH�QDWXUH�RI�IRXQGU\�ZRUN

������(PSOR\PHQW�VWUXFWXUH

������7UDLQLQJ�LQ�WKH�8.�IRXQGU\�LQGXVWU\

������7UDLQLQJ�LQ�WKH�%DVTXH�IRXQGU\�LQGXVWU\

���� (QYLURQPHQWDO�3UHVVXUH�DQG�(PSOR\PHQW�,PSDFWV�LQ�)RXQGULHV

���� 1HW�(PSOR\PHQW�&KDQJH�LQ�WKH�)RXQGU\�6HFWRU

������)RXQGU\�FORVXUHV

������(PSOR\PHQW�LPSOLFDWLRQV�RI�FKDQJHG�SXUFKDVLQJ�SDWWHUQV

������1HW�HIIHFW�RQ�HPSOR\PHQW�OHYHO

���� &RPSRQHQW�0DQXIDFWXULQJ

������7KH�QDWXUH�RI�FRPSRQHQW�PDQXIDFWXULQJ�ZRUN

������(PSOR\PHQW�VWUXFWXUH

������7UDLQLQJ�VWUDWHJLHV�RI�WKH�8.�FRPSRQHQWV�PDQXIDFWXUHUV

������7UDLQLQJ�DW�%DVTXH�ILUPV

���� (QYLURQPHQWDO�3UHVVXUHV�DQG�(PSOR\PHQW�LQ�&RPSRQHQW�0DQXIDFWXUH

���� &RQFOXVLRQV

��� &203(7,7,9(1(66��48$/,7<�$1'�7+(�(19,5210(17

���� 2YHUYLHZ

���� &RPSDULVRQV�EHWZHHQ�6HFWRUV

���� &RPSDULVRQV�EHWZHHQ�5HJLRQV
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��� &21&/86,216
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���� 7HFKQLTXHV�SURPRWLQJ�VXVWDLQDEOH�GHYHORSPHQW

���� 'LUHFW�HPSOR\PHQW�FRQVHTXHQFHV

������6SHFLILF�SROLFLHV

������7UHQGV�LQ�HPSOR\PHQW

���� (PSOR\PHQW�LPSOLFDWLRQV�RI�FKDQJHV�LQ�SXUFKDVH�SDWWHUQV

���� 2WKHU�IDFWRUV

������&RQVHTXHQFHV�RI�GLIIHUHQW�UHJXODWRU\�UHJLPHV

������&RPSHWLWLYHQHVV

������3URGXFWLYLW\�GLIIHUHQFHV

���� )XUWKHU�UHVHDUFK
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����� 3URILWV�DQG�FDVK�IORZ�LQ�WKH�%DVTXH�IRXQGU\

����� (PSOR\PHQW�LQ�WKH�%DVTXH�IRXQGU\�LQGXVWU\�����������

���� 3HUIRUPDQFH�RI�DXWRPRELOH�DVVHPEOHUV�LQ�-DSDQ��$PHULFD�DQG�(XURSH

����� 7KH�8.�YHKLFOH�FRPSRQHQWV�LQGXVWU\��VLF�����

���� 3,70$�SURJUDPPH���JUDQW�FRYHUDJH�DV�D�SHUFHQWDJH�RI�WRWDO

HQYLURQPHQWDO�LQYHVWPHQW

���� ,QYHVWPHQW�JHQHUDWHG�E\�WKH�3,70$�SURJUDPPH����������

���� 60(V�EHQHILWLQJ�IURP�WKH�SLWPD�SURJUDPPH����������P�SHVHWDV�

���� 6XEVLGLHV�OLQNHG�WR�WKH�LPSURYHPHQW�RI�HQYLURQPHQWDO�SHUIRUPDQFH

���� (QYLURQPHQWDO�LQYHVWPHQWV�ZLWKLQ�WKH�%DVTXH�IRXQGU\�LQGXVWU\�E\

PDMRU�DUHDV������������P�SHVHWDV�

���� (PLVVLRQ�OLPLWV�RI�VXVSHQGHG�SDUWLFOHV�IRU�FXSROD�PHOWLQJ�SURFHVVHV

���� (PLVVLRQ�OLPLWV�IRU�DFWLYLWLHV�QRW�H[SUHVVO\�UHJXODWHG

��� 'HWHUPLQDWLRQ�RI�WKH�ZDVWH�ZDWHU�ELOO

��� 3ULQFLSDO�IHDWXUHV�RI�FXSROD�HOHFWULF�LQGXFWLRQ�PHOWLQJ

���� ,QYHVWPHQW�UHTXLUHG�E\�8.�IRXQGULHV

���� (QYLURQPHQWDO�LQYHVWPHQW�LQ�%DVTXH�IRXQGULHV

���� %)$�FRVW�HVWLPDWHV�IRU�GU\�EDJ�ILOWUDWLRQ

���� 0DLQ�LQYHVWPHQWV�OLQNHG�WR�HQYLURQPHQWDO�LVVXHV

���� &RXQWU\�DQDO\VLV�RI�SURGXFWLYLW\�DQG�TXDOLW\�LQ�WKH�DXWRPRWLYH
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���� 4XDOLW\�DFFUHGLWDWLRQ�LQ�8.�FRPSDQLHV

���� 4XDOLW\�DFFUHGLWDWLRQ�LQ�%DVTXH�FRPSDQLHV

���� (PSOR\PHQW�VWUXFWXUH�ZLWKLQ�8.�IRXQGULH

���� (PSOR\PHQW�VWUXFWXUH�ZLWKLQ�%DVTXH�IRXQGULHV

���� $SSURDFKHV�WR�DSSUHQWLFHVKLSV

���� )RXQGULHV�LQYROYHG�LQ�LQYHVWRUV�LQ�SHRSOH

���� 4XDOLILFDWLRQ�UHTXLUHPHQWV�DQG�OHDUQLQJ�SHULRG

���� �0RYHPHQW�RI�FRQWUDFWV

���� (VWLPDWH�RI�HPSOR\PHQW�FUHDWHG�LQ�HTXLSPHQW�VXSSOLHUV�IRU

GU\�EDJ�ILOWHU�PDUNHW

���� (VWLPDWH�RI�IHHV�SDLG�EHWZHHQ������DQG�����

���� (VWLPDWH�RI�QHW�HPSOR\PHQW�HIIHFW
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����� 5HJLRQDO�GLVWULEXWLRQ�RI�DXWRPRWLYH�FRPSRQHQW�ILUPV

����� 7XUQRYHU�RI�WKH�6SDQLVK�DXWRPRWLYH�FRPSRQHQWV�LQGXVWU\����������

����� 'LVWULEXWLRQ�RI�VDOHV�EHWZHHQ�H[SRUWV�DQG�WKH�GRPHVWLF�PDUNHW

����� (YROXWLRQ�RI�DXWRPRWLYH�FRPSRQHQWV�H[SRUWV�DQG�LPSRUWV

���� (QYLURQPHQWDO�LQYHVWPHQW�DQG�VXEVLGLHV�ZLWKLQ�WKH�%DVTXH�IRXQGU\

LQGXVWU\

���� )RXQGU\�RSHUDWLRQ�IORZ�FKDUW

���� 0HOWLQJ�FKRLFH�DQG�HQHUJ\�SULFHV��PHGLXP�FXSROD�
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��� ,1752'8&7,21

���� 2EMHFWLYHV

7KLV�UHSRUW�GHVFULEHV�WKH�FRQFOXVLRQV�RI�D�SURMHFW�RQ�7KH�,PSDFW�RI�(QYLURQPHQWDO�3UHVVXUHV

RQ� (PSOR\PHQW� LQ� 6PDOO�0HGLXP� 6L]HG� (QWHUSULVHV�� )RXQGULHV� DQG� $XWRPRWLYH� 3DUWV

6XSSOLHUV��7KH�SURMHFW�ZDV�IXQGHG�E\�WKH�(XURSHDQ�)RXQGDWLRQ�IRU�WKH�,PSURYHPHQW�RI�/LYLQJ

DQG�:RUNLQJ�&RQGLWLRQV��D�(XURSHDQ�8QLRQ�LQVWLWXWLRQ�EDVHG�LQ� WKH�5HSXEOLF�RI� ,UHODQG��7KH

REMHFWLYHV�RI�WKH�SURMHFW�ZHUH�

• WR�LGHQWLI\�WKH�VXVWDLQDELOLW\�SROLFLHV�DQG�VSHFLILF�HQYLURQPHQWDO�PHDVXUHV��LQFOXGLQJ�VXSSO\

FKDLQ� SUHVVXUHV�� ZKLFK� DUH� KDYLQJ� DQ� LPSDFW� RQ� 60(V� LQ� WKH� IRXQGULHV� DQG� DXWRPRWLYH

SDUWV�VHFWRUV�

• WR� GHVFULEH� WKH� WHFKQLTXHV� �H�J�� FKDQJHV� LQ� ODERXU� SUDFWLFH�� WUDLQLQJ� UHTXLUHPHQWV� DQG�RU

FDSLWDO� LQYHVWPHQW�� EHLQJ� DGRSWHG� RU� FRQVLGHUHG� E\� ILUPV�ZKLFK�ZLOO� SURPRWH� VXVWDLQDEOH

GHYHORSPHQW�

• WR� DQDO\VH� WKH� GLUHFW� HPSOR\PHQW� FRQVHTXHQFHV�� LQ� WHUPV� RI� ERWK� WKH� OHYHO� DQG� TXDOLW\

�VNLOOV�TXDOLILFDWLRQV��RI�HPSOR\PHQW�

• WR� H[DPLQH� WKH� HPSOR\PHQW� LPSOLFDWLRQV� RI� DQ\� VLJQLILFDQW� FKDQJHV� LQ� WKH� SDWWHUQ� RI

SXUFKDVHV�RI�JRRGV�DQG�VHUYLFHV��DQG

• WR� H[DPLQH� WKH� FRQVHTXHQFHV� RI� GLIIHUHQW� UHJXODWRU\� UHJLPHV�� OHYHOV� RI� FRPSOLDQFH�

SURGXFWLYLW\��VNLOOV��H[WHUQDO�SUHVVXUHV�DQG�RWKHU�UHOHYDQW�IDFWRUV�

7KH� VWXG\� ORRNV� DW� WZR� VHFWRUV�� IRXQGULHV� DQG� DXWRPRWLYH� FRPSRQHQWV�� LQ� WZR� (XURSHDQ

UHJLRQV�� WKH� %DVTXH� &RXQWU\� RI� 6SDLQ�� DQG� WKH� :HVW� 0LGODQGV� LQ� WKH� 8.�� ��� ILUPV� ZHUH

LQWHUYLHZHG�LQ�WRWDO��DORQJ�ZLWK�WUDGH�DVVRFLDWLRQV��UHJXODWRUV�DQG�ORFDO�SURYLQFLDO�DJHQFLHV�

7KH�FKRLFH�RI�FDVH�VWXGLHV�LOOXVWUDWHV�WKH�LQWHUSOD\�EHWZHHQ�VXVWDLQDELOLW\�SUHVVXUHV�RQ�WKH�RQH

KDQG�DQG�HPSOR\PHQW�RQ�WKH�RWKHU�LQ�WZR�FRQWUDVWLQJ�VHFWRUV�GRPLQDWHG�E\�60(V��)RXQGULHV

ZHUH�FKRVHQ�EHFDXVH�DFWLYLWLHV�FDUULHG�RXW�E\�ILUPV�LQ�WKLV�VHFWRU�KDYH�VLJQLILFDQW�HQYLURQPHQWDO

LPSDFWV� UHODWLYH� WR� WKRVH� LQ� RWKHU� VHFWRUV� LQ� ZKLFK� 60(V� SOD\� D� PDMRU� UROH�� $WPRVSKHULF

HPLVVLRQV� DVVRFLDWHG� ZLWK� PHOWLQJ� PHWDOV� DQG� RWKHU� SURFHVVHV� OLQNHG� WR� FDVWLQJ� SUHVHQW

VLJQLILFDQW�HQYLURQPHQWDO�FKDOOHQJHV�IRU�PDQ\�ILUPV�

$XWRPRWLYH�FRPSRQHQW�PDQXIDFWXULQJ�JLYHV�ULVH�WR�ORZHU�OHYHOV�RI�HQYLURQPHQWDO�LPSDFW��7KH

PDLQ�SUREOHP�LV�WKH�SURGXFWLRQ�RI�OLTXLG�DQG�VROLG�ZDVWHV��+RZHYHU��FRPSRQHQW�PDQXIDFWXULQJ

LV�EXW�RQH�SDUW�RI� WKH�ZLGHU�DXWRPRWLYH� LQGXVWU\�ZKLFK�DV�D�ZKROH� LV� VHQVLWLYH� WR� D� UDQJH� RI

HQYLURQPHQWDO� LVVXHV� DULVLQJ� IURP� DXWRPRELOH� PDQXIDFWXUH� DQG� XVH�� $XWRPRWLYH� DVVHPEOHUV

KDYH� EHFRPH� LQWHUHVWHG� LQ� WKH� HQYLURQPHQWDO� SHUIRUPDQFH� RI� WKHLU� VXSSOLHUV�� 7KH� DVVHPEOHUV

DOUHDG\�SODFH�FRQVLGHUDEOH�SUHVVXUH�RQ�WKHLU�FXVWRPHUV�ZLWK�UHVSHFW� WR�SULFH��TXDOLW\�DQG�MXVW�

LQ�WLPH��-,7��GHOLYHU\�VFKHGXOHV�

7KH�FKRLFH�RI�WKHVH�WZR�SDUWLFXODU�VHFWRUV�DOORZV�LQWHU�ILUP�OLQNDJHV�WR�EH�H[DPLQHG�IXUWKHU�XS

WKH� VXSSO\� FKDLQ�� DV� DXWRPRWLYH� FRPSRQHQWV�PDQXIDFWXUHUV�PD\� LQ� WXUQ� SODFH� WKHLU� VXSSOLHUV

XQGHU� SUHVVXUH�� 7KH� DXWRPRWLYH� LQGXVWU\� LV� WKH� ODUJHVW� FRQVXPHU� RI� IRXQGU\� SURGXFWV
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�FDVWLQJV���3UHYLRXV�UHVHDUFK�E\�WKH�DXWKRU�VXJJHVWV� WKDW�IRXQGU\�FXVWRPHUV�FDQ�LQDGYHUWHQWO\

LQIOXHQFH�WKH�HQYLURQPHQWDO�SHUIRUPDQFH�RI�D�IRXQGU\�

7KH� FKRLFH� RI� WZR�GLIIHUHQW� UHJLRQV� RI� WKH�(8� DOORZV� WKH� HQYLURQPHQWDO� SHUIRUPDQFH� RI� WKH

WZR� VHFWRUV�� DQG� WKH� LPSOLFDWLRQV� IRU� HPSOR\PHQW�� WR� EH� H[SORUHG� XQGHU� GLIIHUHQW� SROLF\

UHJLPHV��,QGXVWULDO�DQG�HPSOR\PHQW�WUDLQLQJ�SROLF\�LV�UHOHYDQW�DV�ZHOO�DV�HQYLURQPHQWDO�UXOHV��,W

LV� K\SRWKHVLVHG� WKDW� GLIIHUHQW� UHJXODWLRQV� DQG� SROLFLHV�ZLOO� LQIOXHQFH� WKH� UHODWLRQVKLS� EHWZHHQ

HQYLURQPHQWDO�SUHVVXUHV�DQG�HPSOR\PHQW��,Q�SDUWLFXODU��LW�FDVWV�VRPH�OLJKW�RQ��D��ZKHWKHU�WKHUH

LV�D�VLJQLILFDQW�OLQN�EHWZHHQ�HQYLURQPHQWDO�SUHVVXUH�DQG�HPSOR\PHQW��DQG�E��ZKHWKHU�WKDW�OLQN

LV�SRVLWLYH��µZLQ�ZLQ¶��RU�QHJDWLYH��DQ�HPSOR\PHQW�HQYLURQPHQW�WUDGH�RII��

���� 0HWKRGRORJ\

7KH�LQIRUPDWLRQ�ZDV�JDWKHUHG�WKURXJK�VWDWLVWLFDO�VRXUFHV�DQG�VHPL�VWUXFWXUHG� LQWHUYLHZV�ZLWK

0DQDJLQJ�'LUHFWRUV�RU�+HDGV�RI�3URGXFWLRQ�DW�VHOHFWHG�FRPSDQLHV�LQ�HDFK�RI� WKH�WZR�VHFWRUV

DQG�UHJLRQV��7UDGH�DVVRFLDWLRQV�DQG�UHJXODWRUV�ZHUH�DOVR�LQWHUYLHZHG��7KH�LQWHUYLHZV�W\SLFDOO\

ODVWHG�EHWZHHQ�RQH�DQG�D�KDOI�WR�WZR�KRXUV��DQG�LQYROYHG�D�WRXU�RI�WKH�IRXQGU\�RU�IDFWRU\�

,QWHUYLHZV�VFKHGXOHV�ZHUH�GHVLJQHG�WR�JDWKHU�GDWD�XQGHU�WKH�IROORZLQJ�PDLQ�KHDGLQJV�

• &RPSDQ\�GDWD��L�H��LWV�PDLQ�DFWLYLW\��SURGXFWV�DQG�PDUNHWV��RZQHUVKLS��VDOHV�GLVWULEXWLRQ�

FRVW�VWUXFWXUH��WXUQRYHU�DQG�SURILWV�

• (QYLURQPHQWDO� PDQDJHPHQW�� L�H�� ZKHWKHU� WKH\� KDG� DQ� HQYLURQPHQWDO� PDQDJHPHQW

V\VWHP��ZKHWKHU� WKH\� FDUULHG� RXW� HQYLURQPHQWDO� DXGLWV�� DQG� WKH� WLPH� GHYRWHG� WR� GHDOLQJ

ZLWK�HQYLURQPHQWDO�PDWWHUV�

• 4XDOLW\�0DQDJHPHQW���,QIRUPDWLRQ�ZDV�VRXJKW�RQ�TXDOLW\�DFFUHGLWDWLRQV�� WKH�PRWLYDWLRQ

IRU� REWDLQLQJ� WKHP��ZKHWKHU� REWDLQLQJ� WKH� VWDQGDUGV� OHDG� WR� DQ\� SURFHVV� FKDQJH� DQG� WKH

HIIHFW� RQ� TXDOLW\�� $Q� DWWHPSW� ZDV� PDGH� WR� GUDZ� RXW� DQ\� LQIRUPDWLRQ� UHODWLQJ� WR� WKH

LQIOXHQFH�RI�FXVWRPHUV�LQFOXGLQJ�SRVVLEOH�V\QHUJLHV�RU�FRQIOLFWV�EHWZHHQ�FXVWRPHUV¶�TXDOLW\

GHPDQGV�DQG�WKH�FRPSDQLHV¶�HQYLURQPHQWDO�SHUIRUPDQFH�

• (PSOR\PHQW� VWUXFWXUH� DQG� WUDLQLQJ�� 7KH� LQWHUYLHZHHV� ZHUH� DVNHG� WR� FDWHJRULVH� WKH

W\SHV�RI�HPSOR\HHV�ZRUNLQJ� LQ� WKH�FRPSDQ\��SURPSWHG� LI�QHFHVVDU\�E\�VWDQGDUG� WDEOHV� LQ

WKH�TXHVWLRQQDLUH��,Q�RUGHU�WR�WU\�DQG�IRUP�D�SLFWXUH�RI�WKH�VNLOOV�DQG�WUDLQLQJ�UHTXLUHG�IRU

WKH� VKRS� IORRU� HPSOR\HHV�� WKH� LQWHUYLHZHH� ZDV� DVNHG� DERXW� WKH� W\SLFDO� TXDOLILFDWLRQV� RU

H[SHULHQFH�H[SHFWHG� IRU�D�QHZ�UHFUXLW��KRZ� WKH\�ZHUH� WUDLQHG�ZKHQ� WKH\� DUULYHG�� DQG� DQ

HVWLPDWH�RI�KRZ�ORQJ�LW�PLJKW�WDNH�EHIRUH�WKH\�ZHUH�FRPSHWHQW�DQG�ZKHWKHU�WKHUH�ZHUH�DQ\

SUREOHPV�ZLWK�UHFUXLWPHQW�IRU�FHUWDLQ�W\SHV�RI�IRXQGU\�ZRUN��,QWHUYLHZHHV�ZHUH�DOVR�DVNHG

DERXW�WKHLU�WUDLQLQJ�SROLF\�VWUDWHJ\��DQG�ZKHWKHU�WKH\�ZHUH�SDUWLFLSDWLQJ�LQ�DQ\�JRYHUQPHQW

WUDLQLQJ�LQLWLDWLYHV�

• (QYLURQPHQWDO�SUHVVXUH��7KH�LQWHUYLHZ�JHQHUDOO\�FRYHUHG�HQYLURQPHQWDO� LQYHVWPHQW�DQG

SODQV�WR�PRGLI\�SURFHVVHV�LQ�RUGHU�WR�PHHW�UHJXODWRU\�UHTXLUHPHQWV��,QWHUYLHZHHV�ZHUH�DOVR

DVNHG� DERXW� WKH� HPSOR\PHQW� LPSOLFDWLRQV� �JDLQV� RU� ORVVHV� RI� HPSOR\PHQW� DV� ZHOO� DV

FKDQJHV�LQ�MRE�TXDOLW\��RI�DQ\�DFWLRQ�QHFHVVDU\�WR�DFKLHYH�FRPSOLDQFH�
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• (PSOR\PHQW�HIIHFWV��2QJRLQJ� WHFKQLFDO�FKDQJH�XQSURPSWHG�E\� UHJXODWRU\� SUHVVXUHV� FDQ

KDYH�ERWK�HQYLURQPHQWDO�DQG�HPSOR\PHQW�LPSOLFDWLRQV��,QWHUYLHZHHV�ZHUH�WKHUHIRUH�DVNHG

DERXW� WKH� HPSOR\PHQW� HIIHFWV� RI� DQ\� FKDQJHV� LQ� WKH� SURGXFWLRQ� SURFHVV�� LUUHVSHFWLYH� RI

ZKHWKHU�WKH�LQYHVWPHQW�ZDV�GULYHQ�E\�HQYLURQPHQWDO�SUHVVXUH�

• :DVWH�JHQHUDWLRQ�DQG�ZDVWH�GLVSRVDO�FRVWV�

• 0DUNHW�WUHQGV��,QWHUYLHZHHV�ZHUH�DVNHG�DERXW�DQ\�UHFHQW�FKDQJHV�LQ�WKHLU�RUGHU�ERRNV��,I

QHZ� FRQWUDFWV� KDG� EHHQ� DZDUGHG�� WKH� LQWHUYLHZHH� ZDV� DVNHG� ZKHUH� WKLV� ZRUN� KDG� EHHQ

PDGH�SUHYLRXVO\��DQG�FRQYHUVHO\�LI�ZRUN�KDG�EHHQ�ORVW��ZKHUH�LW�KDG�EHHQ�PRYHG�WR�

7KHUH�ZDV�D�PDUNHG�GLIIHUHQFH�LQ�WKH�HDVH�RI�REWDLQLQJ�ILQDQFLDO�LQIRUPDWLRQ�EHWZHHQ�WKH�WZR

UHJLRQV�� 1LQH� RXW� RI� WHQ� RI� WKH� :HVW� 0LGODQGV� IRXQGULHV� ZHUH� KDSS\� WR� JLYH� ILQDQFLDO

LQIRUPDWLRQ��DQG�WKH�FRVW�VWUXFWXUH�RI�WKH�FRPSDQ\��ZKHUHDV�WKLV�LQIRUPDWLRQ�ZDV�RQO\�JLYHQ�E\

RQH�%DVTXH�IRXQGU\��DQG�WZR�%DVTXH�DXWRPRWLYH�FRPSRQHQW�FRPSDQLHV�

$� WRWDO� RI� ��� FRPSDQ\� LQWHUYLHZV� ZHUH� FRQGXFWHG�� WHQ� IRU� HDFK� VHFWRU� �IRXQGULHV� DQG

DXWRPRWLYH� FRPSRQHQW�� LQ� ERWK� UHJLRQV� �WKH� %DVTXH� &RXQWU\� DQG� WKH� 8.��� )RU� UHDVRQV� RI

FRPPHUFLDO�FRQILGHQWLDOLW\�WKHVH�DUH�VLPSO\�LGHQWLILHG�E\�FRGH�

z 7KH�:HVW�0LGODQGV�IRXQGULHV�DUH�UHIHUUHG�WR�DV�:0�)��WR�:0�)��

z 7KH�8.�DXWRPRWLYH�FRPSRQHQW�FRPSDQLHV�DUH�UHIHUUHG�WR�DV�:0�$&��WR�:0�$&���

z 7KH�%DVTXH�&RXQWU\�IRXQGULHV�DUH�UHIHUUHG�WR�DV�39�)��WR�39�)���

z 7KH�%DVTXH�&RXQWU\�DXWRPRWLYH�FRPSRQHQW�FRPSDQLHV�DUH�UHIHUUHG�WR�DV�39�$&��WR

39�$&���

7KH� RULJLQDO� LQWHQWLRQ� ZDV� WR� PDWFK� SDLUV� RI� SODQWV� LQ� WKH� WZR� LQ� RUGHU� WR� IDFLOLWDWH

SURGXFWLYLW\�SHUIRUPDQFH�FRPSDULVRQV��$V�GHVFULEHG� ODWHU�� WKLV�DWWHPSW� IDLOHG� ODUJHO\� EHFDXVH

RI� WKH�KHWHURJHQHLW\�RI�RXWSXW�DW� IRXQGULHV��EXW�HYHQ�PRUH� VR� LQ� WKH�DXWRPRWLYH�FRPSRQHQWV

VHFWRU��7KH�PDMRULW\�RI� WKH�LQWHUYLHZV�WRRN�SODFH�LQ� WKH�%DVTXH�FRXQWU\� ILUVW��8.�ILUPV�ZHUH

VHOHFWHG� DV� IDU� DV� SRVVLEOH� WR� PDWFK� ILUPV� DOUHDG\� LQWHUYLHZHG� LQ� 6SDLQ�� 7KH� VHOHFWLRQ� ZDV

FDUULHG�RXW� LQ� WKLV�PDQQHU��D��EHFDXVH�WKHUH�DUH�IHZHU�SODQWV� LQ� WKH�%DVTXH�FRXQWU\��DQG�E�� LW

ZDV�DQWLFLSDWHG��FRUUHFWO\��WKDW�WKHUH�ZRXOG�EH�JUHDWHU�GLIILFXOWLHV�LQ�JDLQLQJ�DFFHVV� WR�%DVTXH

ILUPV�WKDQ�8.�ILUPV�

���� 7KH�VHOHFWLRQ�RI�WKH�IRXQGU\�VDPSOH

7KH� 8.� IRXQGULHV� ZHUH� VHOHFWHG� WR� PDWFK� %DVTXH� IRXQGULHV� DFFRUGLQJ� WR� WKH� IROORZLQJ

SDUDPHWHUV��LQ�RUGHU�RI�LPSRUWDQFH��

D� 6HUYLQJ�VLPLODU�FXVWRPHUV��$V�IRXQGULHV�XVXDOO\�VHUYH�D�YDULHW\�RI�FXVWRPHUV�WKH�LPSRUWDQW

IDFWRUV�LQFOXGHG�ZKHWKHU�WKH�IRXQGULHV�SURYLGHG�FDVWLQJV�IRU�FHUWDLQ�NH\�FXVWRPHUV�

E� 6L]H��QXPEHU�RI�HPSOR\HHV���DQG

F� 0HWDOV�PHOWHG�� 7KH�PDLQ� FDWHJRULHV�ZHUH� JUH\� LURQ�� QRGXODU� RU� VSKHURLGDO� JUDSKLWH� LURQ

�UHIHUUHG�WR�DV�6*�LURQ���RWKHU�LURQV��VWHHO�DOOR\V�DQG�DOXPLQLXP�
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7KHUH�LV�D�ULVN�LQ�VXFK�VWXGLHV� WKDW�SODQWV�ZLOO�EH� µVHOI�VHOHFWHG¶�EHFDXVH�RQO\� WKRVH�ZLWK�KLJK

OHYHOV� RI� HQYLURQPHQWDO� SHUIRUPDQFH�ZLOO� SURYLGH� DFFHVV�� ,Q� IDFW�� WKHUH�ZHUH� RQO\� WZR�WKUHH

UHIXVDOV�LQ�WKH�8.��ZLWK�D�VRPHZKDW�KLJKHU�UHIXVDO�UDWH�LQ�WKH�%VTXH�&RXQWU\��3ODQW�PDQDJHUV

ZHUH�RIWHQ�LQWHUHVWHG�LQ�WKH�FRPSHWLWLYHQHVV�DVSHFWV�RI�WKH�VWXG\�

7KH�FKRLFHV�ZHUH�PDGH�XVLQJ�WKH�%ULWLVK�)RXQGU\�$VVRFLDWLRQ��%)$��&DVWLQJV�%X\HUV�*XLGH�

WKH�)RXQGU\�<HDUERRN�DQG�&DVWLQJV�%X\HUV�'LUHFWRU\������
�
�7KH�%)$�EX\HUV¶�JXLGH�FRYHUV

PHWDOV�FDVW��FDVWLQJ�ZHLJKWV��PDUNHWV��IDFLOLWLHV�DQG�TXDOLW\�DSSURYDOV�IRU�WKHLU����PHPEHUV��7KH

<HDUERRN�FRYHUV�PHWDOV�FDVW�� FDVWLQJ�ZHLJKWV�� IRXQGU\�SURFHVVHV�� IDFLOLWLHV�DQG�VSHFLDOLWLHV�DW

VHYHUDO�KXQGUHG�IRXQGULHV��7DEOHV�����DQG�����VKRZ�WKH�FKDUDFWHULVWLFV�RI�WKH�IRXQGULHV�YLVLWHG�

7KH�IROORZLQJ�LQGXVWU\�VWDQGDUG�FRGHV�LQGLFDWH�SURGXFW�PDUNHWV�

6&2(0���VDIHW\�FULWLFDO�FDVWLQJV�IRU�DXWRPRWLYH�RULJLQDO�HTXLSPHQW�PDUNHW

16&$XWR��QRQ�VDIHW\�FULWLFDO�FDVWLQJV�IRU�WKH�DXWRPRWLYH�2(0�DQG�DIWHUPDUNHW��$0�

WRRO��FDVWLQJV�IRU�WKH�DXWRPRWLYH�LQGXVWU\��EXW�QRW�IRU�LQFOXVLRQ�LQ�YHKLFOHV��H�J��IRUJLQJ�GLHV�

PDFKLQH�WRROV�HWF�

WUXFN��FDVWLQJV�IRU�WKH�RII�URDG�RU�FRPPHUFLDO�DXWRPRWLYH�LQGXVWU\��H�J��WUDFWRUV��ORUULHV�

2WKHU��2WKHU�LQGXVWULHV�W\SLFDOO\�JHQHUDO�HQJLQHHULQJ��ZDWHU��PLQLQJ�HWF�

-RE��7\SLFDO�MREELQJ�IRXQGULHV��WKRVH�VHUYLQJ�D�YHU\�ZLGH�UDQJH�RI�IRXQGULHV��W\SLFDOO\�VWRULQJ�VHYHUDO

WKRXVDQG�SDWWHUQV

*��VSKHURLGDO�JUDSKLWH�RU�QRGXODU�LURQ��NQRZQ�JHQHUDOO\�DV�6*�LURQ�

7$%/(������6800$5<�2)�8.�)281'5,(6�,17(59,(:('

)RXQGU\ &XVWRPHUV 1R��RI

HPSOR\HHV

7XUQRYHU

�P�������

7RQQDJH

SHU�\HDU

0HWDOV�FDVW

�:0�)� �6&2(0����WUXFN��	

�2WKHU�

��� ���� ������ *UH\�LURQ�DQG�6*

:0�)� �6&2(0� ��� �� ������ *UH\�LURQ

:0�)� �6&2(0� ��� ��� ��� $OXPLQLXP

:0�)� �2WKHU��PLQLQJ�TXDUU\�HWF� ��� � ����� 6WHHO�DOOR\V

:0�)� �2WKHU��	��-RE� ��� � ����� *UH\�LURQ

:0�)� �-RE��	��WRRO� �� ��� ����� *UH\�LURQ

:0�)� �16&$XWR��	��2WKHU� �� ��� ����� 6*��JUH\�LURQ�DQG

VWHHOV

:0�)� �16&$XWR��	��2WKHU� ��� � ����� $OXPLQLXP

:0�)� �6&2(0� ��� �� $OXPLQLXP

:0�)�� �16&$XWR����WUXFN��	

�-RE�

��� ��� $OXPLQLXP

�����������������������������������������������

� )RXQGU\� <HDUERRN� DQG� &DVWLQJV� %X\HUV� 'LUHFWRU\� ������ � (G� -�0LWFKHOO�� � )RXQGU\� 7UDGH� -RXUQDO�

�����
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7$%/(������6800$5<�2)�%$648(�)281'5,(6�,17(59,(:('

)RXQGU\ &XVWRPHUV (PSOR\PHQW 7XUQRYHU�P

3WDV�������

7RQQDJH�SHU

\HDU

0HWDOV�FDVW

39�)� �16&$XWR����7UXFN��DQG

�2WKHU�

��� ���� &DUERQ�6WHHO

39�)� �6&2(0� ��� ���� *UH\�DQG�QRGXODU

LURQ

39�)� �7UXFN����2WKHU��	��-RE� �� ���� *UH\�,URQ

39�)� �2WKHU� ��� ���� ����� 6WHHO�DOOR\V

39�)� �-RE���2WKHU� �� ��� ���� *UH\�,URQ

39�)� �16&$XWR����2WKHU��	

�-RE�

�� ���� ����� *UH\�,URQ�DQG�6*

39�)� �16&$XWR��	��2WKHU� ��� ���� 6*�,URQ�DQG

PDOOHDEOH�DQG

FKURPH�DOOR\

FDVWLQJV

39�)� �6&2(0� ��� RYHU����� ���� 6*

39�)� �16&$XWR� ��� ���� $OXPLQLXP

39�)�� �16&$XWR� ��� ���� ����� $OXPLQLXP

,W� ZDV� SRVVLEOH� WR� PDWFK� VRPH�:HVW�0LGODQGV� IRXQGULHV� TXLWH� FORVHO\� ZLWK� VSHFLILF� %DVTXH

IRXQGULHV�� EXW� IRU� VHYHUDO� WKH� PDWFK� ZDV� SRRU�� $� SDUWLFXODUO\� JRRG� PDWFK� ZDV� DFKLHYHG

EHWZHHQ�IRXQGULHV

:0�)��DQG�39�)��7KH�RQO\�VLJQLILFDQW�GLIIHUHQFH�EHWZHHQ�WKH�WZR�DUH�WKDW�39�)��KDV�D�ODUJH

PDFKLQLQJ�VKRS��HPSOR\LQJ�����SHRSOH��DQG�LW�DOVR�PHOWV�6*�LURQ��ZKHUHDV�:0�)��RQO\�FDVWV

LQ�JUH\�LURQ�

:0�)��DQG�39�)��7KHUH�LV�D�JRRG�PDWFK�EHWZHHQ�DOOR\V�FDVW�DQG�PDUNHWV��DOWKRXJK�:0�)�

PDNHV�VRPH�YHU\�ODUJH�FDVWLQJV��7KH�LQWHUYLHZ�DW�:0�)��PHQWLRQHG�WKDW�WKH�%DVTXH�IRXQGU\

XVHG�WR�EH�D�NH\�FRPSHWLWRU�RI�WKHLUV��DOWKRXJK�WKHLU�PDUNHWV�KDG�FKDQJHG�VOLJKWO\�VLQFH�WKHQ�

:0�)��DQG�39�)��7KLV�ZDV�D�YHU\�JRRG�PDWFK�LQGHHG��%RWK�ZHUH�PHGLXP�YROXPH�JUH\�LURQ

UHSHWLWLRQ�IRXQGULHV�RI�D�VLPLODU�VL]H��VHUYLQJ�VLPLODU�PDUNHWV�DQG�HYHQ�XVLQJ�VLPLODU�SURFHVVHV�

2QH�RI�WKH�PRVW�VLJQLILFDQW�GLIIHUHQFHV�ZDV�WKDW�WKH�%DVTXH�IRXQGU\�ZDV�ORFDWHG�LQ�D�UHVLGHQWLDO

DUHD��ZKHUHDV�:0�)��ZDV�VLWXDWHG�RQ�DQ�LQGXVWULDO�HVWDWH�

:0�)��DQG�39�)��7KHVH�DUH�VLPLODU�LQ�WHUPV�RI�VL]H�DQG�PDUNHWV��ERWK�PDNLQJ�ODUJH�FDVWLQJV

XS�WR�VHYHUDO�WRQQHV�LQ�VL]H��7KH�%DVTXH�IRXQGU\�KDG�WKH�IDFLOLW\�IRU�6*�LURQ��ZKHUHDV�:0�)�

RQO\�PHOWHG�JUH\�LURQ�

:0�)��DQG�39�)��7KHVH ZHUH� D� IDLUO\� JRRG� PDWFK� LQ� WHUPV� RI� VL]H�� PDUNHW� DQG� PHWDOV

PHOWHG�
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���� 6HOHFWLRQ�RI�$XWRPRWLYH�FRPSRQHQWV�PDQXIDFWXULQJ�FRPSDQLHV

2QH�RI�WKH�REMHFWLYHV�RI�WKH�SURMHFW�ZDV�WR�H[DPLQH�WKH�UROH�RI�WKH�VXSSO\�FKDLQ�LQ�WUDQVPLWWLQJ

HQYLURQPHQWDO��RU�RWKHU��SUHVVXUHV��$XWRPRWLYH�FRPSRQHQW�PDQXIDFWXUHUV�DUH�ORFDWHG�EHWZHHQ

FDU�DVVHPEO\�FXVWRPHUV�DQG�IRXQGULHV�LQ�WKH�VXSSO\�FKDLQ��3UHYLRXV�UHVHDUFK�E\�WKH�DXWKRU�KDV

VXJJHVWHG� WKDW� IRXQGU\�FXVWRPHUV�FDQ� LQDGYHUWHQWO\� LQIOXHQFH� WKH� HQYLURQPHQWDO� SHUIRUPDQFH

RI�WKH�IRXQGU\��,Q�RUGHU�WR�H[SORUH�VXSSO\�FKDLQ�HIIHFWV�LW�KDG�EHHQ�LQWHQGHG�WR�SLFN�DXWRPRWLYH

FRPSRQHQWV�PDQXIDFWXUHUV�WKDW�ZHUH�OLNHO\�WR�EX\�FDVWLQJV�

7KH�VHOHFWLRQ�RI�PDWFKLQJ�ILUPV�LQ�WKH�8.�SURYHG�WR�EH�PXFK�PRUH�GLIILFXOW�WKDQ�H[SHFWHG��7KH

.RPSDVV� GDWDEDVH� FRQWDLQHG� D� YHU\� ODUJH� QXPEHU� RI� ILUPV�� EXW� ZDV� GLIILFXOW� WR� XVH�� DV� LW

LQFOXGHG�ILUPV�LQYROYHG�LQ�DXWRPRWLYH�FRPSRQHQWV�HYHQ�LI�WKLV�ZDV�D�VPDOO�SURSRUWLRQ�RI�WKHLU

RYHUDOO�EXVLQHVV��7KHUH�ZHUH�DOVR�D�YHU\�ODUJH�QXPEHU�RI�GLIIHUHQW�KHDGLQJV�LQWR�ZKLFK��VD\��D

FOXWFK�PDQXIDFWXUHU� FRXOG� IDOO��&RPSDQLHV�ZHUH� VHOHFWHG� XVLQJ� WKH�.RPSDVV�'DWD� %DVH�� WKH

,06� 'LUHFWRU\� RI� (XURSHDQ� $XWRPRWLYH� 6XSSOLHUV� ������ 7KH� 356� (XURSHDQ� $XWRPRWLYH

'LUHFWRU\����������DQG�WKH�%X\HUV�*XLGH������WR�WKH�0RWRU�,QGXVWU\�RI�*UHDW�%ULWDLQ�

7KH� 8.� DXWRPRWLYH� FRPSRQHQWV� FRPSDQLHV� ZHUH� VHOHFWHG� WR� PDWFK� ZLWK� WKH� %DVTXH� ILUPV

DFFRUGLQJ�WR�WKH�IROORZLQJ�SDUDPHWHUV��LQ�RUGHU�RI�LPSRUWDQFH��

D� 0DQXIDFWXULQJ�VLPLODU�SURGXFWV��,W�SURYHG�YHU\�GLIILFXOW� WR� ORFDWH�ILUPV�SURGXFLQJ�VLPLODU

SURGXFWV��2ULJLQDOO\�LW�KDG�EHHQ�LQWHQGHG�WR�VHOHFW�ILUPV�IDOOLQJ�ZLWKLQ�WKH�IROORZLQJ�3URGXFW

&RGH�FDWHJRULHV�RQ�WKH�.RPSDVV�GDWDEDVH��SURGXFW�FRGH��SF�� ��������3� �PRWRU�YHKLFOH

VWHHULQJ�VXVSHQVLRQ��KXE��D[OH�DQG�EUDNH�FRPSRQHQWV���SF� ��������'��SRZHU�WUDQVPLVVLRQ

HTXLSPHQW��GULYH�VKDIWV���DQG�SF� ��������3��,QWHUQDO�FRPEXVWLRQ�HQJLQH�FRPSRQHQWV�DQG

VSDUH�SDUWV���+RZHYHU��WKHVH�FDWHJRULHV�LQFOXGH�D�YDULHW\�RI�ILUPV�DQG�VLPSOH�DGKHUHQFH�WR

WKHVH� FDWHJRULHV� ZRXOG� KDYH� UHVXOWHG� LQ� PHDQLQJOHVV� FRPSDULVRQV�� 7KH� %DVTXH� ILUPV

LQFOXGHG�PDQXIDFWXUHUV�RI�FOXWFKHV��FDWDO\WLF�FRQYHUWHUV�DQG�FDUEXUHWWRUV��FDPVKDIWV��D[OHV�

EHDULQJV� �ERWK� LQ� DVVHPEOLHV� DQG� VHSDUDWHO\��� VXVSHQVLRQ� V\VWHP� DVVHPEOLHV�� JHDU� V\VWHPV

DQG� SXPSV� DQG� VWHHULQJ� V\VWHPV�� 6RPH� 8.� 60(V�PDQXIDFWXULQJ� VLPLODU� SURGXFWV� ZHUH

IRXQG�� EXW� PDWFKLQJ� ZDV� IUHTXHQWO\� SUREOHPDWLFDO�� $WWHPSWHG� ZHUH� WKHUHIRUH� PDGH� WR

PDWFK� ILUPV� DFFRUGLQJ� WR� WKH�PDLQ�PDQXIDFWXULQJ� SURFHVVHV�� )RU� H[DPSOH� FDPVKDIWV� DQG

FUDQNVKDIWV� ERWK� UHTXLUH� PDFKLQLQJ� DQG� WKHUPDO� KDUGHQLQJ�� EXW� QRW� DVVHPEO\�� VWHHULQJ

V\VWHPV�� FOXWFKHV� DQG� VXVSHQVLRQ� V\VWHPV� UHTXLUH� PDFKLQLQJ� DQG� DVVHPEO\� DQG� SRVVLEO\

SDLQWLQJ�� D[OHV� UHTXLUH� IRUJLQJ� �RU� ERXJKW� LQ� IRUJLQJV��� ZHOGLQJ�� PDFKLQLQJ� DQG� WKHUPDO

WUHDWPHQW�

E� 6HUYLQJ� VLPLODU� FXVWRPHUV�� 7KLV�ZDV� WKH� VHFRQG�PRVW� LPSRUWDQW� FRQVLGHUDWLRQ� DV� TXDOLW\

UHTXLUHPHQWV� YDU\� VLJQLILFDQWO\� EHWZHHQ� WKH� 2ULJLQDO� (TXLSPHQW� �2(�� PDUNHW� DQG� WKH

$IWHUPDUNHW� �$0�� VSDUH� SDUWV�PDUNHW��2(� FXVWRPHUV� SODFH� WKHLU� VXSSOLHUV� XQGHU� JUHDWHU

SUHVVXUH� ZLWK� UHVSHFW� WR� TXDOLW\�� SULFH� DQG� RWKHU� IDFWRUV� VXFK� DV� -XVW�LQ�WLPH� GHOLYHU\�

ZKHUHDV�$0�VXSSOLHUV�XVXDOO\�VXSSO\�WR�GLVWULEXWRUV��7KH�FDWHJRULHV�XVHG�ZHUH�2(��$0�

DQG�WUXFNV��LQFOXGLQJ�RII�URDG�DQG�FRPPHUFLDO�YHKLFOHV�VXFK�DV�WUDFWRUV�DQG�WUXFNV�

F� 6L]H� �QXPEHU� RI� HPSOR\HHV��� 7KH� VL]H� GLVWULEXWLRQ� RI� DXWRPRWLYH� FRPSRQHQWV

PDQXIDFWXUHUV�LQ�WKH�8.�DQG�WKH�%DVTXH�FRXQWU\�YDULHV��DQG�PDQ\�RI�WKH�FRPSDQLHV�WHQGHG

WR�EH�ODUJHU�LQ�WKH�8.�WKDQ�LQ�6SDLQ�

G� /RFDWLRQ��*LYHQ� WKH� GLIILFXOWLHV� LQ�PDWFKLQJ� ILUPV�� DERXW� KDOI� WKH�8.� ILUPV�ZHUH� FKRVHQ

IURP�RXWVLGH�WKH�:HVW�0LGODQGV�
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,W� ZDV� GLIILFXOW� WR� REWDLQ� LQWHUYLHZV� LQ� WKH� DXWRPRWLYH� FRPSRQHQWV� VHFWRU�� ,QLWLDOO\� ��� 8.

FRPSDQLHV� ZHUH� FRQWDFWHG� DQG� WHQ� ZHUH� ILQDOO\� LQWHUYLHZHG�� 7KHVH� WHQ� GLG� QRW� QHFHVVDULO\

UHSUHVHQW� WKH� EHVW� PDWFKHV� ZLWK� WKH� %DVTXH� GXH� WR� DFFHVV� GLIILFXOWLHV�� 7DEOHV� ���� DQG� ���

SURYLGH�D�EULHI�SURILOH�RI� WKH�ILUPV�LQWHUYLHZHG��'XH�WR� WKH�GLYHUVLW\�RI�GLIIHUHQW�FRPSRQHQWV�

HYHQ� ZLWKLQ� WKH� VDPH� FDWHJRU\�� LW� ZDV� QRW� DSSURSULDWH� WR� FRPSDUH� LQIRUPDWLRQ� RQ� SK\VLFDO

SURGXFWLYLW\�EHWZHHQ�PDWFKHG�SODQWV�

:0�$&�� WUXFNV 1R D[OHV��ZKHHOV�DQG

WUDQVPLVVLRQ�FRPSRQHQWV

�� ���

7$%/(������6800$5<�,1)250$7,21�2)�8.�&203$1,(6�,17(59,(:('

&RPSDQ\ 0DUNHWV 1RQ�DXWR

PDUNHW

3URGXFWV (PSOR\HHV 7XUQRYHU

�P�������

:0�$&� 2( 1R (QJLQH�YDOYHV ����

:0�$&� 1�$ 1R ([KDXVWV ��� �

:0�$&� 2(�	�$0 1R &DPVKDIWV ��� ��

:0�$&� $0�	�WUXFNV <HV *HDUV �� �

:0�$&� 2( <HV %HDULQJV� ��� ��

:0�$&� $0�	�WUXFNV <HV 6XVSHQVLRQ�V\VWHPV ��� ���

:0�$&� 2( 1R 6WHHULQJ�V\VWHPV ��� ���

:0�$&� $0��2(�	

WUXFNV

1R 3UHVV�ZRUN ��� ����

:0�$&� $0�	�WUXFNV �<HV� &UDQNVKDIW��F\OLQGHU�OLQHU

DQG�K\GUDXOLF�YDOYHV

��� �

7$%/(������6800$5<�,1)250$7,21�2)�%$648(�&203$1,(6�,17(59,(:('

&RPSDQ\ 0DUNHWV 1RQ�DXWR

PDUNHW

3URGXFWV (PSOR\HHV 7XUQRYHU�P

3WDV�������

39�$&� $0�DQG�WUXFN 1R &OXWFKHV�DQG�EUDNH�SDUWV �� �����

39�$&� 2( 1R &DUEXUHWWRUV��YDOYHV��ILOWHUV

DQG�RWKHUV

��� �����

39�$&� $0 1R &DPVKDIWV�DQG�FRQQHFWLQJ

URGV

�� ���

39�$&� $0 1R $[OHV �� ���

39�$&� 2(�	�$0 1R %DOO�EHDULQJV�DQG�UROOHU

EHDULQJV

���

39�$&� $0 1R 6XVSHQVLRQ�V\VWHPV ��� �����

39�$&� 2(�	�$0 1R 6XVSHQVLRQ�V\VWHPV ��� ������

�����

IRUHFDVW�

39�$&� 2( <HV 5ROOHU�EHDULQJV�DQG�EHDULQJ

SLQV

���

39�$&� $0��2(�	

WUXFN

1R *HDU�V\VWHPV�DQG�SXPSV ��� �����

39�$&�� $0�	�WUXFN 1R 6WHHULQJ�PHFKDQLVPV �� ���
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���� 7KH�VWUXFWXUH�RI�WKH�UHSRUW

7KH� UHPDLQGHU� RI� WKLV� UHSRUW� LV� GLYLGHG� LQWR� VL[� VHFWLRQV�� 6HFWLRQ� 7ZR� GHVFULEHV� HFRQRPLF

FKDUDFWHULVWLFV� DQG� VWUXFWXUH� RI� WKH� RI� WKH� IRXQGU\� DQG� DXWRPRWLYH� FRPSRQHQW� VHFWRUV� LQ� WKH

%DVTXH�&RXQWU\� DQG� WKH�:HVW�0LGODQGV�� 7KLV� LQIRUPDWLRQ� LV� GHULYHG� PDLQO\� IURP� SXEOLVKHG

VWDWLVWLFDO�VRXUFHV�ZKLFK�VRPHWLPHV�FRYHU�RQO\�6SDLQ�DQG�RU� WKH�8.�DV�D�ZKROH��7KH�VHFWLRQ

DOVR�FRQWDLQV� VRPH� LQIRUPDWLRQ�RQ� WKH� FRPSHWLWLYHQHVV� RI� WKH� LQGLYLGXDO� ILUPV� LQWHUYLHZHG� LQ

RUGHU�WR�SURYLGH�LPSRUWDQW�EDFNJURXQG�UHODWLQJ�WR�HQYLURQPHQW�HPSOR\PHQW�LQWHUDFWLRQV�

6HFWLRQ� 7KUHH� SURYLGHV� LQIRUPDWLRQ� RQ� SXEOLF� SROLF\� LQLWLDWLYHV� DQG� UHJXODWRU\� UHTXLUHPHQWV

ZKLFK� DUH� UHOHYDQW� WR� WKH� WZR� VHFWRUV�� 7KH� SROLF\� DUHDV� LQFOXGH�� LQGXVWULDO� SROLF\� �LQFOXGLQJ

ILQDQFLDO� VXSSRUW� DQG� LQIRUPDWLRQ� SURYLVLRQ��� HQYLURQPHQWDO� UHJXODWLRQ� �HPLVVLRQ� FRQWUROV�

ZDVWH� FKDUJHV��� DQG� HPSOR\PHQW� DQG� WUDLQLQJ�� 7KH� ODWWHU� FRYHUV� WUDLQLQJ� VFKHPHV� LQ� ERWK

UHJLRQV�DV�ZHOO�DV�WKH�QDWXUH�RI�WKH�HPSOR\PHQW�DQG�WUDLQLQJ�SROLFLHV�VSHFLILF�WR�ERWK�VHFWRUV�

6HFWLRQ�)RXU� IRFXVHV�RQ� WKH� IRXQGU\� LQGXVWU\�FRYHULQJ�� WHFKQLFDO� LQIRUPDWLRQ� �WKH� SURFHVVHV�

WKHLU�HQYLURQPHQWDO�LPSDFW�DQG�RQJRLQJ�WHFKQLFDO�FKDQJH��HQYLURQPHQWDO�SROLF\��HQYLURQPHQWDO

LQYHVWPHQW�DQG�TXDOLW\�PDQDJHPHQW�

6HFWLRQ�)LYH� IRFXVHV�RQ� WKH�DXWRPRWLYH�FRPSRQHQWV� VHFWRU�� FRYHULQJ�HQYLURQPHQWDO� LPSDFWV�

HQYLURQPHQWDO�SROLF\��VXSSO\�FKDLQ�SUHVVXUH�DQG�ILQDOO\�HQYLURQPHQWDO�SHUIRUPDQFH�

6HFWLRQ� 6L[� ORRNV� H[SOLFLWO\� DW� WKH� LPSDFWV� RI� HQYLURQPHQWDO� SUHVVXUH� RQ� HPSOR\PHQW� DW� WKH

SODQW� OHYHO��7KH�8.�IRXQGU\� LQGXVWU\��XSRQ�ZKLFK� QHZ� HQYLURQPHQWDO� UXOHV� DUH� EHJLQQLQJ� WR

ELWH�� LV� GLVFXVVHG� LQ� JUHDWHVW� GHWDLO�� 7KH� QHW� HPSOR\PHQW� HIIHFW� RI� UHFHQW� HQYLURQPHQWDO

OHJLVODWLRQ� LV� HVWLPDWHG�� 7KLV� DSSURDFK� ZDV� QHLWKHU� UHOHYDQW� QRU� DSSURSULDWH� IRU� WKH� %DVTXH

IRXQGU\�LQGXVWU\�

6HFWLRQ� 6HYHQ� DQDO\VHV� WKH� GDWD� FROOHFWHG� DW� WKH� SODQW� OHYHO� WR� GUDZ� FRQFOXVLRQV� DERXW� WKH

UHODWLRQVKLS� EHWZHHQ� SURGXFWLYLW\�� FRPSHWLWLYHQHVV� DQG� HQYLURQPHQWDO� SHUIRUPDQFH�� 7KH

DQDO\VLV�WDNHV�DFFRXQW�RI�FRPSDULVRQV�EHWZHHQ�UHJLRQV��VHFWRUV�DQG�LQGLYLGXDO�SODQWV�

6HFWLRQ�(LJKW�GUDZV�FRQFOXVLRQV� IURP� WKH�FRPSDULVRQ�EHWZHHQ� WKH� WZR� UHJLRQV��7KH� VHFWLRQ

FRYHUV� VXVWDLQDELOLW\� SROLFLHV� DQG� HQYLURQPHQWDO� SUHVVXUHV�� GLUHFW� LPSDFW� RQ� HPSOR\PHQW� DW

SODQW� OHYHO�� LPSOLFDWLRQV� RI� VLJQLILFDQW� FKDQJHV� LQ� SDWWHUQ� RI� JRRGV� DQG� VHUYLFHV� �IRU� WKH�8.

IRXQGU\� LQGXVWU\�� WKH� FRQVHTXHQFHV� RI� GLIIHUHQW� UHJXODWRU\� UHJLPHV� DQG� GLIIHUHQFHV� LQ

SURGXFWLYLW\�EHWZHHQ�WKH�WZR�UHJLRQV�
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��� 7+(�)281'5<�$1'�$872027,9(�&20321(17�6(&7256

��� 7KH�)RXQGU\�,QGXVWU\

����� 7KH�GLIIHUHQW�W\SHV�RI�IRXQGU\

7KH� IRXQGU\� LQGXVWU\� LV� GLYLGHG� LQWR� IHUURXV� DQG� QRQ�IHUURXV� IRXQGULHV�� )HUURXV� IRXQGULHV

VSHFLDOLVH� LQ� HLWKHU� LURQ� RU� VWHHO�� 7KH� PDMRULW\� RI� QRQ�IHUURXV� IRXQGULHV� FDVW� DOXPLQLXP�

DOWKRXJK�WKHUH�DUH�DOVR�]LQF��EURQ]H�DQG�FRSSHU�IRXQGULHV�

)RXQGULHV�FDQ�EH� IXUWKHU�FODVVLILHG�DFFRUGLQJ� WR� WKH� W\SH�RI�ZRUN� WKH\� XQGHUWDNH�� )RXQGULHV

ZKLFK�PDNH� RQH�RII� RU� VPDOO� EDWFKHV� RI� FDVWLQJV�� DUH� UHIHUUHG� WR� DV� MREELQJ� IRXQGULHV�� DQG

WKRVH�GRLQJ�UXQV�RI�WKRXVDQGV�RI�FDVWLQJV�DUH�NQRZQ�DV�UHSHWLWLRQ�IRXQGULHV��7KHUH�LV�QR�VKDUS

GLVWLQFWLRQ�EHWZHHQ�MREELQJ�IRXQGULHV�DQG�UHSHWLWLRQ�IRXQGULHV��5HSHWLWLRQ�IRXQGULHV�DUH�RIWHQ

UHIHUUHG�WR�DV�KLJK��PHGLXP�RU�ORZ�YROXPH��DFFRUGLQJ�WR�EDWFK�VL]H��0DQ\�IRXQGULHV�XQGHUWDNH

ERWK�MREELQJ�DQG�UHSHWLWLRQ�ZRUN��)LJXUHV�����DQG�����VKRZ�WKH�FODVVLILFDWLRQV�RI�IHUURXV�DQG

QRQ�IHUURXV�IRXQGULHV�UHVSHFWLYHO\�

$OXPLQLXP� LV� WKH� PRVW� LPSRUWDQW� QRQ�IHUURXV� PHWDO� IRU� WKH� DXWRPRWLYH� VHFWRU�� $OXPLQLXP

IRXQGULHV� DUH� RIWHQ� FODVVLILHG� DFFRUGLQJ� WR� WKH� PDLQ� PRXOGLQJ� PHWKRG� XVHG�� H�J�� DV� D� GLH

FDVWLQJ�IRXQGU\�RU�VDQG�IRXQGU\��DOWKRXJK�PDQ\�DOXPLQLXP�IRXQGULHV�PD\�XVH�PRUH�WKDQ�RQH

PHWKRG�� 'LH� FDVWLQJ� LV� RQO\� SRVVLEOH� IRU� DOOR\V� ZLWK� D� ORZHU� PHOWLQJ� WHPSHUDWXUH�� L�H�

DOXPLQLXP��]LQF�DQG�PDJQHVLXP�

),*85(������&/$66,),&$7,21�2)�)(55286�)281'5,(6
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5HODWLYHO\� IHZ� IRXQGULHV� VSHFLDOLVH� H[FOXVLYHO\� LQ� DXWRPRWLYH� FDVWLQJV�� 7KLV� SDUWO\� UHIOHFWV

VWUDWHJLHV� RI� GLYHUVLILFDWLRQ� SXUVXHG� VLQFH� WKH� ����V� UHFHVVLRQ�� 7KH� PDQDJHPHQWV� RI� PDQ\

IRXQGULHV�SHUFHLYH�DXWRPRWLYH�FXVWRPHUV��DV�GLIILFXOW�DQG�GHPDQGLQJ��7KH\�SXW�D�JUHDW�GHDO�RI

SUHVVXUH�RQ�IRXQGULHV� WR�UHGXFH�SULFHV�DQG�KDYH�H[DFWLQJ�TXDOLW\� UHTXLUHPHQWV��+RZHYHU� WKH

DXWRPRWLYH�FDVWLQJV�PDUNHW� LV� UHODWLYHO\�EXR\DQW�DQG�PDQ\� FRPSDQLHV� KDYH� IXOO� RUGHU� ERRNV

DQG�DUH�ZRUNLQJ�DW�QHDU�RU�PD[LPXP�FDSDFLW\�

����� 7UHQGV�LQ�WKH�8.�)RXQGU\�,QGXVWU\

7KH� IRXQGU\� LQGXVWU\� VXIIHUV� IURP� SRRU� HFRQRPLF� SHUIRUPDQFH� DQG� KDV� EHHQ� LQ� GHFOLQH� IRU

VHYHUDO� GHFDGHV�� ,Q� WKH� 8.�� WKH� DYHUDJH� UDWH� RI� UHWXUQ� RQ� FDSLWDO� LQ� IHUURXV� IRXQGULHV� ZDV

������ LQ� �������� EXW� ������RI� IRXQGULHV� KDG� D� QHJDWLYH� UHWXUQ���2YHU� WKH� VDPH� SHULRG� WKH

DYHUDJH� UDWH�RI� UHWXUQ� IRU�QRQ�IHUURXV� IRXQGULHV�ZDV�������ZKLOVW�������RI� IRXQGULHV�KDG� D

QHJDWLYH� UHWXUQ�� 7KH� LQGXVWU\
V� FRPSHWLWLYHQHVV� LV� XQGHU� WKUHDW� EHFDXVH� RI� LQFUHDVLQJO\

LQWHUQDWLRQDO� VRXUFLQJ� FRPELQHG�ZLWK� ORZHU� ODERXU� FRVWV� DQG� KLJKHU� OHYHOV� RI� LQYHVWPHQW� LQ

FRPSHWLWRU�FRXQWULHV�LQ�VRXWKHUQ�(XURSH��7XUNH\�DQG�WKH�)DU�(DVW�

7KH�ZHDNQHVVHV�RI�WKH�DXWRPRWLYH�IRXQGU\�VHFWRU�DUH�OLVWHG�LQ�D�'7,�UHSRUW�RQ�WKH�8.�FDVWLQJ

LQGXVWU\�SXEOLVKHG�LQ�������

• ODFN�RI�LQYHVWPHQW�LQ�QHZ�SODQW�DQG�HTXLSPHQW�

• NH\�ODERXU�VKRUWDJHV��HVSHFLDOO\�RI�VNLOOHG�WHFKQLFDO�SHUVRQQHO��LQ�ORQJ�HVWDEOLVKHG�IRXQGU\

SURGXFLQJ�UHJLRQV�FRXSOHG�ZLWK�SUREOHPV�RI�PDQDJHPHQW�VXFFHVVLRQ�

�����������������������������������������������

� 3URIHVVRU�&ROLQ�$SSOHE\��'U\�EDJ�ILOWUDWLRQ�RQ�FXSRODV�LQ�WKH�8.�LURQ�IRXQGLQJ�LQGXVWU\���D�PDUNHW�

DVVHVVPHQW��'UDIW�UHSRUW�WR�'7,��8QLYHUVLW\�RI�:ROYHUKDPSWRQ��0DUFK�������SDJH����
� ,&&�%XVLQHVV�5DWLRV�
� 8.�&DVWLQJ� ,QGXVWU\��'7,�DXWRPRWLYH� FDVWLQJV� UHSRUW� ������7KH�&KDOOHQJH� IRU� WKH� ����
V�$SSOHE\� DQG

%HQVRQ�������
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• PDMRU� DQG� GLVSURSRUWLRQDWH� GHFOLQH� LQ� WUDLQLQJ� LQ� 8.�� ODFN� RI� VXSSRUW� IRU� RII�WKH�MRE

WUDLQLQJ�SURYLGHUV��SRRU�LPDJH�RI�IRXQGU\�VHFWRUV�

• SRRU� SHUIRUPDQFH� LQ� UHODWLRQ� WR� TXDOLW\� VWDQGDUGV� VXFK� DV� %6� ������ IUHTXHQW� RZQHUVKLS

DQG�PDQDJHPHQW�FKDQJHV�LQ�DXWRPRWLYH�FDVWLQJV�OHDGLQJ�WR�FXVWRPHU�XQFHUWDLQW\��DQG

• ODFN� RI� LQYHVWPHQW� LQ� SROOXWLRQ� FRQWURO� HTXLSPHQW�� FORVXUH� RUGHUV� RQ� VRPH� DXWRPRWLYH

FDVWHUV��FRPSOLDQFH�SUREOHPV�ZLWK�VWDQGDUGV�EDVHG�UHJXODWLRQV

7KH� IRXQGU\� LQGXVWU\� KDV� EHHQ� LQ� GHFOLQH� VLQFH� WKH� PLGGOH� RI� WKLV� FHQWXU\�� 7KH� GHFOLQH� LQ

WRQQDJH�RI�LURQ�FDVWLQJV�SURGXFHG�LV�VKRZQ�LQ�)LJXUH������7KH�WUHQG�LV�H[DJJHUDWHG�VOLJKWO\�DV

LPSURYHPHQWV�LQ�GHVLJQ�DQG�FDVWLQJ�WHFKQLTXH�DOORZ�XQLW�ZHLJKW�UHGXFWLRQV��H�J��WKLQQHU�ZDOOHG

FDVWLQJV�

),*85(������,521�&$67,1*6�352'8&7,21�,1�7+(�8.
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,U
R
Q
�F
DV
WL
Q
J
V�
��
�
�
V�
R
I�
WR
Q
Q
HV
�

�

���

����

����

����

����

����

����

����

����

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

,URQ�DQG�6WHHO�6WDWLVWLFV

%XUHDX

%ULWLVK�)RXQGU\�$VVRFLDWLRQ

7KH�QXPEHUV�RI�IRXQGULHV�KDV�GHFOLQHG�VLPLODUO\��)RXQGULHV�KDYH�EHHQ�FORVLQJ�DW�D�UDWH�RI����

SHU� ZHHN� VLQFH� WKH� ����V��� 7KHUH� DUH� DURXQG� ���� �IHUURXV� DQG� QRQ�IHUURXV�� IRXQGULHV

UHPDLQLQJ�LQ�WKH�8.���7KH�QXPEHU�RI�IHUURXV�IRXQGULHV�KDV�EHHQ�GHFOLQLQJ�ZKLOH� WKH�QXPEHUV

RI�QRQ�IHUURXV�IRXQGULHV�KDV�LQFUHDVHG�VOLJKWO\�DV�VKRZQ�LQ�)LJXUH�����

�����������������������������������������������

� 1RUPDQ�*OHGKLOO��%)$�
� %XVLQHVV�0RQLWRU�32������5HSRUW�RQ�WKH�$QQXDO�&HQVXV�RI�3URGXFWLRQ�������)RXQGULHV��&HQWUDO�6WDWLVWLFV

2IILFH��+062��/RQGRQ������
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3URGXFW� VXEVWLWXWLRQ� LV� FRQWULEXWLQJ� WR� WKH� JURZWK� RI� QRQ�IHUURXV� IRXQGULHV�� &DVWLQJV� RQFH

PDGH� LQ� LURQ�PD\� QRZ�EH� FDVW� LQ� RWKHU�PDWHULDOV�� 1RQ� IHUURXV�PHWDOV� DUH� WKHPVHOYHV� XQGHU

WKUHDW� IURP� FRPSRVLWHV� DQG� SODVWLFV�� :LWKLQ� WKH� DOXPLQLXP� IRXQGU\� VHFWRU�� VXEVWLWXWLRQ� LV

WDNLQJ�SODFH�IURP�VDQG�FDVWLQJ�WR�JUDYLW\�GLH�FDVWLQJ�DQG�IURP�JUDYLW\�GLH�FDVWLQJ�WR�SUHVVXUH

GLH�FDVWLQJ��3URFHVV�VXEVWLWXWLRQ� LV�DOVR�RFFXUULQJ��6RPH�FDVW�SURGXFWV�FDQ�EH� VXEVWLWXWHG�E\

WKRVH� XVLQJ� DOWHUQDWLYH� PHWDO� ZRUNLQJ� WHFKQLTXHV�� VXFK� DV� IRUJLQJ�� SUHVVLQJ�� ZHOGLQJ� DQG

VFUHZLQJ�

7KH�IRXQGU\�VHFWRU�LV�GRPLQDWHG�E\�IRXQGULHV�HPSOR\LQJ�OHVV�WKDQ����SHRSOH��7DEOH�������7KH

PDMRULW\� RI� WKHVH� VPDOOHU� IRXQGULHV� DUH� QRQ�IHUURXV�� 7KH� VL]H� VWUXFWXUH� RI� IRXQGULHV� KDV

FKDQJHG� VLQFH� ������ ZLWK� WKH� JUHDWHVW� GHFUHDVHV� RI� HPSOR\PHQW� WDNLQJ� SODFH� LQ� YHU\� VPDOO

IRXQGULHV��EHORZ����HPSOR\HHV��DQG�YHU\�ODUJH�IRXQGULHV��HPSOR\LQJ�RYHU�������7KLV�VXJJHVWV

ERWK�WKDW�LQGLYLGXDO�IRXQGULHV�DUH�HPSOR\LQJ�IHZHU�SHRSOH�DQG�WKDW�WKH�VPDOOHVW�ILUPV�DUH� OHVV

YLDEOH�

)LJXUH�����VKRZV�WKH�PDUNHWV�IRU�8.�LURQ�IRXQGULHV��

�����������������������������������������������

� %XVLQHVV� 0RQLWRU� 326� ��� $QQXDO� ,URQ� &DVWLQJV� (QTXLU\� ����� %HQFKPDUN� �� 6XSSOHPHQWDU\� 5HVXOWV�

*RYHUQPHQW�6WDWLVWLFDO�6HUYLFH�+062������

),*85(������180%(56�2)�)281'5,(6�,1�7+(�8.
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)HUURXV��&HQWUDO�6WDWLVWLFV

2IILFH�

1RQ�IHUURXV��&62� )HUURXV��%)$�ILJXUHV�
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7$%/(������6,=(�6758&785(�2)�8.�)281'5,(6��)(55286�$1'�121�

)(55286�

1XPEHU�RI�HPSOR\HHV ���� ���� ���� ����

��� ��� ��� ��� ���

������� ��� ��� ��� ���

������� ��� ��� ��� ���

������� ��� ��� ��� ���

��������� ��� �� �� ��

��������� �� �� �� ��

��������� �� �� �� ��

��������� �� � � �

��������� �� � � �

��������� � � �

����������� �

�������� �

7RWDO�QXPEHU�RI�IRXQGULHV ���� ��� ��� ���

����� (FRQRPLF�3HUIRUPDQFH�LQ�WKH�8.

7DEOH� ���� VKRZV� WKDW� WKHUH� LV� QR� FRUUHODWLRQ� EHWZHHQ� VL]H� RI� IRXQGU\� DQG� YDOXH� DGGHG

SURGXFWLYLW\��+RZHYHU��WKHUH�DUH�GLIIHUHQFHV�EHWZHHQ�YDOXH�DGGHG�SURGXFWLYLW\�LQ�IHUURXV�DQG

QRQ�IHUURXV� IRXQGULHV� DV� VKRZQ� LQ�7DEOH� �����1HW� RXWSXW� SHU� HPSOR\HH� LV� JUHDWHU� LQ� IHUURXV

IRXQGULHV�

),*85(������0$5.(76�)25�8.�,521�)281'5,(6

0DFKLQH�WRROV���

2WKHU�FDVWLQJV���

&UDQHV�DQG�GRPHVWLF���

3URFHVV�SODQW���

2ULJLQDO�HTXLSPHQW

PDQXIDFWXUHUV�DQG�LQJRW

PRXOGV���

2WKHU�HQJLQHHULQJ����

7UDFWRUV���

3UHVVXUH�SLSHV�DQG

EXLOGLQJ�DQG�FLYLO����

&DUV����
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7KH� KLJKHVW� OHYHO� RI� QHW� RXWSXW� SHU� KHDG� RFFXUV� LQ� WKH� ODUJHVW� VL]H� FDWHJRU\� LQ� 7DEOH� ����

UHIOHFWLQJ�WKH�GRPLQDQFH�RI�IHUURXV�IRXQGULHV�LQ�WKLV�VL]H�UDQJH��7DEOH�����VKRZV�WKDW�WKHUH�DUH

RQO\� DERXW� ���� PRUH� IHUURXV� IRXQGULHV� WKDQ� QRQ� IHUURXV� IRXQGULHV�� \HW� IHUURXV� IRXQGULHV

DFFRXQW�IRU�RYHU�WZR�WKLUGV�RI�WKH�WRWDO�HPSOR\PHQW�DQG�JURVV�RXWSXW�RI�WKH�IRXQGU\�LQGXVWU\�

7KH�JUHDWHVW�SK\VLFDO�SURGXFWLYLW\�LV�IRXQG�LQ�IHUURXV�IRXQGULHV�ZKLFK�DUH� WRZDUGV�WKH�ODUJHU

HQG�RI�WKH�VL]H�UDQJH��VHH�WDEOH����

7$%/(�����6,=(�6758&785(�$1'�352'8&7,9,7<�2)�8.�)281'5,(6�����

1XPEHU�RI

HPSOR\HHV

1XPEHU�RI

EXVLQHVVHV

*URVV�RXWSXW��

PLOOLRQ

1HW�RXWSXW��

PLOOLRQ

1HW�RXWSXW�SHU�KHDG

�

���� ���

�������� ���

�������� ���

�������� ��� ����� ����� ������

��������� �� ����� ����� ������

��������� �� ����� ����� ������

��������� �� ����� �� ������

��������� � ���� ���� ������

��������� � ����� ����� ������

7RWDO ��� ������ ������ ������

� �WRWDO�IRU�HPSOR\PHQW�UDQJH�RI��������

7$%/(������)(55286�$1'�121�)(55286�)281'5,(6

$FWLYLW\�����

)HUURXV

$FWLYLW\�����

1RQ�)HUURXV

(QWHUSULVHV ��� ���

%XVLQHVVHV ��� ���

*URVV�RXWSXW ��������� ��������

1HW�RXWSXW �������� ��������

(PSOR\HHV ������ ������

1HW�RXWSXW�HPSOR\PHQW ������� �������

*URVV�YDOXH�DGGHG�DW�IDFWRU�FRVW ����� �����

*URVV�YDOXH�DGGHG�DW�IDFWRU�FRVW�SHU�KHDG ������� �������

:DJHV�DQG�VDODULHV�SHU�RSHUDWLYH ������� �������

:DJHV�DQG�VDODULHV�SHU�DGPLQLVWUDWLYH��WHFK�DQG�FOHULFDO ������� �������

7$%/(������6,=(�6758&785(�3+<6,&$/�352'8&7,9,7<���,521�)281'5,(6

1XPEHU�RI�HPSOR\HHV ���� ����� ����� ������� ���� 7RWDO

1XPEHU�RI�IRXQGULHV ��� ��� �� �� �� ���

(PSOR\PHQW�����V� ��� ��� ��� ���� ��� ����

7RQQDJH�����V� �� ��� ��� ��� ��� ����

2XWSXW�HPSOR\HH��WRQQHV� �� �� �� �� �� ��
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7DEOH�����VKRZV�WKDW�QHW�FDSLWDO�H[SHQGLWXUH�SHU�KHDG�LQ�WKH�IHUURXV�IRXQGU\�LQGXVWU\�LV�EHORZ

WKH�PDQXIDFWXULQJ�LQGXVWU\�DYHUDJH�

7$%/(������&$3,7$/�(;3(1',785(�2)�)(55286�)281'5,(6

<HDU 7RWDO

HPSOR\PHQW

�WKRXVDQG�

3ODQW�DQG

PDFKLQHU\

DFTXLVLWLRQ���P�

7RWDO�QHW�FDSLWDO

H[SHQGLWXUH���P�

1HW�FDSH[�KHDG

��P�

&DSH[�KHDG

DYHUDJH

�PDQXIDFWXULQJ

LQGXVWU\�

���� ���� �� ���� ���� ����

���� ���� ���� ���� ���� ����

���� ���� ���� ���� ���� ����

���� ���� ���� ���� ���� ����

���� ���� ���� ���� ���� �

������ 7KH�)RXQGU\�,QGXVWU\�LQ�6SDLQ

7KH� 6SDQLVK� IRXQGU\� LQGXVWU\� LV� FRPSRVHG� RI� URXJKO\� ���� HVWDEOLVKPHQWV�� 7KH� QXPEHU� RI

IRXQGULHV� KDV� GHFOLQHG�� 7KHUH� ZHUH� QHDUO\� ���� ILUPV� LQ� ������ 7KLV� GURS� RFFXUUHG� LQ� DOO

HPSOR\PHQW� UDQJHV� FRQVLGHUHG�� DQG� WKH� VL]H� VWUXFWXUH� RI� WKH� LQGXVWU\� GLG� QRW� DOWHU

VLJQLILFDQWO\���(PSOR\PHQW�GHFOLQHG�E\�������GXULQJ�WKH�SHULRG��������������,Q�������������

SHRSOH� ZHUH� HPSOR\HG�� ZKHUHDV� LQ� ����� ������� SHRSOH� ZHUH� HPSOR\HG�� 7KH� GHFOLQH� LQ

HPSOR\PHQW�RFFXUUHG�SUHGRPLQDQWO\�LQ�WKH�XQVNLOOHG�DQG�VHPL�VNLOOHG�ZRUNIRUFH��ZLWK�D�GURS

RI��������ZKHUHDV�WKH�µZKLWH�FROODU¶�ZRUNIRUFH�GHFOLQHG�E\�RQO\�������2XWSXW�FRQWUDFWHG�E\

������ $OWKRXJK� VRPH� JDLQV� LQ� RXWSXW� OHYHOV� DUH� QRWLFHDEOH� RYHU� WKH� SHULRG� RI� VWXG\�� WKH

YROXPH�RI�SURGXFWLRQ�UHPDLQHG�EHORZ�WKDW�RI�������7DEOH������

7$%/(������180%(5�2)�(67$%/,6+0(176�,1�7+(�63$1,6+�)281'5<

,1'8675<

(PSOR\PHQW

5DQJH

���� ���� ���� ����

����

�����

�����

�������

!���

���

���
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727$/ ��� ��� ��� ���

6RXUFH��,1(�(QFXHVWD�,QGXVWULDO

�����������������������������������������������

� ,1(��(QFXHVWD�,QGXVWULDO
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7$%/(������(03/2<0(17�,1�7+(�63$1,6+�)281'5<�,1'8675<����������

(PSOR\PHQW ���� ���� ���� ����

%OXH�FROODU�ZRUNHUV

:KLWH�FROODU�ZRUNHUV

������

�����

������

�����

������

�����

������

�����

727$/ ������ ������ ������ ������

6RXUFH��,1(�(QFXHVWD�,QGXVWULDO

7$%/(������9$/8(�$''('�$1'�352'8&7,21�,1�63$1,6+

)281'5,(6�������������0LOOLRQ�SHVHWDV�

,WHP ���� ���� ���� ����

9DOXH�$GGHG

��(DUQHG�VXUSOXV

��/DERXU�FRVWV

������

������

������

������

������

������

������

������

������

������

������

������

,QWHUPHGLDWH�&RQVXPS�

WLRQ

��5DZ�PDWHULDOV

��(QHUJ\

��6HUYLFHV�SXUFKDVHG

�������

������

������

������

�������

������

������

������

�������

������

������

������

�������

������

������

������

3URGXFWLRQ ������� ������� ������� �������

6RXUFH��,1(�(QFXHVWD�,QGXVWULDO

)RXQGULHV� KDYH� EHHQ� VHW� XS� FORVH� WR� VRXUFHV� RI� UDZ� PDWHULDOV�� OHDGLQJ� WR� D� VWURQJ

FRQFHQWUDWLRQ�RI�WKLV� W\SH�RI� LQGXVWU\�LQ�VSHFLILF�UHJLRQV�RI�6SDLQ��SDUWLFXODUO\�EHFDXVH�RI� WKH

DYDLODELOLW\�RI� LURQ�LQ� WKH�%DVTXH�&RXQWU\��+RZHYHU�� IRXQGULHV�DUH� IRXQG� LQ�RWKHU� UHJLRQV�RI

6SDLQ��VXFK�DV�&DWDORQLD��$UDJyQ��1DYDUUD�DQG�$VWXULDV��7KH�%DVTXH�FRXQWU\�LV�DOVR�WKH�FHQWUH

IRU�LPSRUWDQW�FRQVXPHU�VHFWRUV�VXFK�DV�WKH�PDFKLQH�WRRO�LQGXVWU\�DQG�WKH�DXWRPRWLYH�LQGXVWU\�

$V� D� UHVXOW� RI� WKH� %DVTXH� UHJLRQV� FORVH� SUR[LPLW\� WR� LPSRUWDQW� JURXSV� RI� FXVWRPHUV�� LW

FRQWLQXHV�WR�GRPLQDWH�LQ�WHUPV�RI�ERWK�HPSOR\PHQW�DQG�RXWSXW��ZLWK�RQH�WKLUG�RI�DOO�IRXQGULHV

ORFDWHG� ZLWKLQ� WKH� %DVTXH� FRXQWU\�� 6HYHUDO� IRXQGULHV� DUH� VLWXDWHG� LQ� WKH� DUHD� RI� 'XUDQJR�

ZKLFK�LV�QHLJKERXULQJ�WKH�PRVW�LPSRUWDQW�PDFKLQH�WRRO�DUHD�RI�6SDLQ��(LEDU�(OJRLEDU�DUHD��

([SRUWV� DFFRXQW� IRU� DERXW� RQH� WKLUG� RI� WRWDO� IRXQGU\� RXWSXW� �)LJXUH� ������ 7KH� H[SRUW� RI

FDVWLQJV�URVH�GXULQJ����������7KLV�PD\�EH�GXH�WR�SUHVVXUHV�RQ�RWKHU�IRXQGULHV�ZLWKLQ�WKH�(8�

SDUWLFXODUO\� WKRVH� LQ� *HUPDQ\�� ZKLFK� ZHUH� XQGHU� LQFUHDVLQJ� HQYLURQPHQWDO� SUHVVXUH� DQG

VXIIHUHG�IURP�WKH�KLJK�YDOXH�RI�WKH�*HUPDQ�FXUUHQF\�
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),*85(������',675,%87,21�2)�63$1,6+�)281'5<�(;32576�����

6SDQLVK�IRXQGULHV�KDYH�IRU�PDQ\�\HDUV�RSHUDWHG�ROG�IDVKLRQHG�WHFKQRORJLHV��7KH�LQWURGXFWLRQ

RI� QHZ� WHFKQRORJLHV� KDV� SUREDEO\� KHOSHG� WR� LQFUHDVH� H[SRUWV� WKURXJK� DQ� LPSURYHPHQW� LQ

SURGXFWLYLW\��([SRUWV�KDYH�EHFRPH�D�PDMRU�JRDO�RI�6SDQLVK�IRXQGULHV��$Q�H[SRUW�DVVRFLDWLRQ

�)XQGLJH[�� ORFDWHG� LQ�%LOEDR�� KDV� EHHQ� HVWDEOLVKHG�ZLWK� WKH� DLP� RI� SXWWLQJ�PHPEHU� ILUPV� LQ

WRXFK�ZLWK�QHZ�PDUNHWV��/LNHZLVH��WKH�DGRSWLRQ�RI�PRUH�XS�GDWHG�WHFKQRORJ\�KDV�FRQWULEXWHG

WR�WKH�UHGXFWLRQ�LQ�HPSOR\PHQW�OHYHOV�

7KH� 6SDQLVK� DFFHVVLRQ� WR� WKH� (&� LQ� ����� ZDV� D� VLJQLILFDQW� VWHS� IRU� 6SDQLVK� IRXQGULHV�

$OWKRXJK� IRXQGULHV� DUH� QRW� FRQVLGHUHG� E\� WKH�(XURSHDQ�&RPPLVVLRQ� WR� EH� RQH� RI� WKH�PRVW

VHQVLWLYH� VHFWRUV� RI� WKH� 6SDQLVK� HFRQRP\�PDQ\� VHQVLWLYH� VHFWRUV� XVH� FDVWLQJV�� 3UHVVXUHV� RQ

XVHUV�RI�FDVWLQJ�ZLOO�DOVR�DIIHFW�IRXQGULHV�

(YHQ�WKRXJK�WKH�6SDQLVK�DQG�3RUWXJXHVH�HQODUJHPHQW�WRRN�SODFH�LQ�������WDULIIV�ZHUH�UHGXFHG

JUDGXDOO\� RYHU� WKH� SHULRG� ���������� DV� VKRZQ� LQ�7DEOH� �����+RZHYHU�� IURP� ����� RQZDUGV

WKHUH� DUH� QR� WUDGH� EDUULHUV� �E\� PHDQV� RI� WDULIIV�� EHWZHHQ� 6SDLQ� DQG� WKH� UHVW� RI

WKH�(8�

Belgium 4%

Italy 4%

US A 4%

Netherlands 2%

Other areas 13%
Germany 31%

France 22%UK 19%
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7$%/(�����5('8&7,21�2)�7$5,))6�%(7:((1�63$,1�$1'�7+(�(8������������

'$7(�2)�$33/,&$7,21 ��7$5,))�5('8&7,21

�0DUFK�����

�-DQXDU\�����

�-DQXDU\�����

�-DQXDU\�����

�-DQXDU\�����

�-DQXDU\�����

�-DQXDU\�����

�-DQXDU\�����

�����

�����

�����

�����

�����

�����

�����

�����

�727$/ ������

6RXUFH��������/�(XURSH�HW�OD�OLEUH�FLUFXODWLRQ�GHV�PHUFKDQGLVHV������

����� 0DLQ�HFRQRPLF�LQGLFDWRUV�LQ�6SDLQ

7KH�%DVTXH�IRXQGU\�LQGXVWU\�LV�GRPLQDWHG�E\�60(V��1HDUO\�WZR�WKLUGV�RI�6SDQLVK�IRXQGULHV

KDYH� OHVV� WKDQ� WZHQW\� HPSOR\HHV��7KHUH� DUH� D� JUHDWHU� QXPEHU� RI� QRQ�IHUURXV� IRXQGULHV�� EXW

WKH\�WHQG�WR�EH�VPDOOHU� WKDQ�IHUURXV�IRXQGULHV��)HUURXV�IRXQGULHV�DFFRXQW�IRU� WKH�PDMRULW\�RI

HPSOR\PHQW�

7$%/(�������180%(5�2)�),506�%<�(03/2<0(17�5$1*(�����

7<3(�2)

)281'5<

(03/2<0(17�5$1*(

���� ����� ����� ! �� 727$/

)HUURXV�IRXQGULHV

1RQ�IHUURXV

IRXQGULHV

��

��

��

��

��

��

��

��

��

��

727$/ �� �� �� �� ���

6RXUFH��(867$7��'LUHFWHULR�LQGXVWULDO
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'XH� WR� WKH� IDFW� WKDW� IRXQGULHV� KDYH� H[LVWHG� LQ� WKH� %DVTXH� &RXQWU\� IRU� PDQ\� \HDUV�� LW� LV

FRPPRQ� WR� FRPH� DFURVV� IRXQGULHV� LQ� YLOODJHV� DQG� XUEDQ� DUHDV�� 7KLV� VLWXDWLRQ� FDQ� OHDG� WR

FRPSODLQWV�IURP�SHRSOH�RI�WKH�YLOODJHV�ZKHUH�WKHVH�FRPSDQLHV�DUH�ORFDWHG�

7KH�OHJDO�IRUP�RI�PDQ\�IRXQGULHV�LV�WKDW�RI�/DERXU�-RLQW�6WRFN�6RFLHWLHV��6$/���7KLV�LV�D�OHJDO

IRUP�LQ�ZKLFK�DW�OHDVW�����RI�LWV�VRFLDO�FDSLWDO�EHORQJV�WR�WKH�ZRUNHUV�HPSOR\HG�LQ�WKH�VRFLHW\�

0DQ\�IRXQGULHV� WKDW�ZHUH�SUHYLRXVO\�-RLQW�6WRFN�6RFLHWLHV�KDYH�EHHQ�WUDQVIRUPHG�LQWR�6$/V

ZKHQ� IDFLQJ� GLIILFXOW� HFRQRPLF� VLWXDWLRQV�� ,Q� WKLV� VHQVH�� PDQ\� ZRUNHUV� KDYH� EHFRPH

VKDUHKROGHUV�RI�WKHLU�ILUP�WKURXJK�WKH�LQYHVWPHQW�RI�XQHPSOR\PHQW�EHQHILWV�

'XULQJ� WKH� �������� SHULRG�� SURGXFWLRQ� KDV� JURZQ� E\� ����� �)LJXUH� ������ ZHOO� EHORZ� WKH

JURZWK� H[SHULHQFHG� E\� WKH� ZKROH� RI� %DVTXH� LQGXVWU\� ��������� +RZHYHU�� SURGXFWLRQ� KDV

JURZQ�E\������ LQ�SK\VLFDO� WHUPV�� LQGLFDWLQJ� WKDW� WKH�SULFH� RI� FDVWLQJV� KDV� GURSSHG� RYHU� WKH

SHULRG�RI�VWXG\���

$FFRUGLQJ�WR�WKH�%DVTXH�)RXQGULHV�$VVRFLDWLRQ��$)9���WKH�XQIDYRXUDEOH�WUHQG�LQ�WKH�SULFH�RI

FDVWLQJV�ZDV�GXH�WR�WKH�SRRU�HFRQRPLF�SHUIRUPDQFH�RI�WKH�YDVW�PDMRULW\�RI�WKH�FRQVXPLQJ

VHFWRUV��.H\�VHFWRUV�VXFK�DV�WKH�DXWRPRWLYH�LQGXVWU\�KDYH�EHHQ�RSHUDWLQJ�ZHOO�EHORZ�WKHLU

SURGXFWLRQ�FDSDFLW\��7KHVH�VHFWRUV�KDYH�H[HUWHG�DQ�LPSRUWDQW�GRZQZDUG�SUHVVXUH�RQ�WKH�SULFH

RI�FDVWLQJV��DQG�IRXQGULHV��GXH�WR�WKHLU�VPDOO�VL]H��KDYH�KDG�OLWWOH�EDUJDLQLQJ�SRZHU�ZLWK

FXVWRPHUV�VXFK�DV�WKH�DXWRPRWLYH�LQGXVWU\��7KHUH�KDYH�DOVR�EHHQ�LQFUHDVHV�LQ�WKH�SULFH�RI�UDZ

PDWHULDOV��VRPHWLPHV�E\�XS�WR������7KH�RYHUDOO�UHVXOW�KDV�EHHQ�D�FXW�LQ�IRXQGU\�SURILW

PDUJLQV��$V�LQGLFDWHG�E\�7DEOH������SURILWDELOLW\�KDV�EHHQ�FRQVLGHUDEO\�UHGXFHG�RYHU�WKH

SHULRG������������DQG�WKH�IRXQGU\�VHFWRU�DV�D�ZKROH�ORVW��������PLOOLRQ�SHVHWDV��&DVK�IORZ

KDV�DOVR�EHHQ�DIIHFWHG�E\�D�GRZQZDUG�WUHQG��7KLV�SRRU�SHUIRUPDQFH�LV�FKDUDFWHULVWLF�RI�PDQ\

ILUPV�GXULQJ�WKLV�SHULRG��GXH�WR�WKH�UHFHVVLRQ�

7$%/(�������352'8&7,21�2)�%$648(�)281'5,(6�%<�7<3(��WRQQHV�

7\SH�RI�)RXQGU\ ���� ���� ����

,URQ

6WHHO

1RQ�IHUURXV

�������

������

�

�������

������

������

�������

������

������

727$/ ������� ������� �������

6RXUFH��,1(�(QFXHVWD�,QGXVWULDO

�����������������������������������������������

�� 7KH�JDS�EHWZHHQ�WKH�LQFUHDVH�LQ�HFRQRPLF�DQG�SK\VLFDO�WHUPV�VKRXOG�QRW�EH�VR�KLJK�VLQFH�LQIRUPDWLRQ�RQ

QRQ�IHUURXV� IRXQGULHV� LV�PLVVLQJ� IRU�������+RZHYHU�� LW� LV�ZRUWK�QRWLFLQJ� WKH�VPDOO� VKDUH� RI� WKH� ODWWHU� LQ

WRWDO�RXWSXW�
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6RXUFH��(867$7��&XHQWDV�,QGXVWULDOHV

(PSOR\PHQW�IHOO�E\�������LQ�%DVTXH�IRXQGULHV�RYHU����������ZLWK�WKH�QXPEHU�RI�SHRSOH

HPSOR\HG�GZLQGOLQJ�IURP��������WR��������7DEOH��������7KLV�UHGXFWLRQ�RI�WKH�ODERXU�IRUFH

FRPSDUHV�XQIDYRXUDEO\�ZLWK�WKDW�RI�WKH�%DVTXH�LQGXVWULDO�VHFWRU�JHQHUDOO\��ZKHUH�WKH�GURS�ZDV

RQO\�������
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)LJXUH� ���� VKRZV� WKDW� WKUHH�PDUNHWV� DFFRXQW� IRU� QHDUO\� WZR�WKLUGV� RI� WRWDO� %DVTXH� IRXQGU\

RXWSXW��DXWRPRWLYH�LQGXVWU\� ������� LQGXVWULDO�YHKLFOHV� ������DQG�YDOYH� LQGXVWU\� �������7KH

UHPDLQLQJ� VHFWRUV� KDYH� D� ORZHU� VKDUH� RQ� WKH� RYHUDOO� SURGXFWLRQ� RI� WKH� %DVTXH� IRXQGULHV�

1HYHUWKHOHVV�LW�LV�QHFHVVDU\�WR�KLJKOLJKW�WKDW� WKH�VLWXDWLRQ�FKDQJHV�FRQVLGHUDEO\�GHSHQGLQJ�RQ

WKH�W\SHV�RI�IRXQGULHV�WDNHQ�LQWR�DFFRXQW�

),*85(������0$5.(76�)25�%$648(�)281'5,(6

Automotive indus try
29%

Cons truction
2%

Others
18%

Energy
2%

Indus trial vehicles
21%

Mining and cement indus try
4%

Agricultural machinery 5%

Public works  4%

Indus trial valves  13%

E lectric machinery 2%

���� $XWRPRWLYH�&RPSRQHQWV

������ 7KH�UHVWUXFWXULQJ�RI�WKH�DXWRPRWLYH�LQGXVWU\

7KH�DXWRPRWLYH�LQGXVWU\�KDV�EHHQ�XQGHUJRLQJ�D�SURFHVV�RI�JOREDOLVDWLRQ�IRU�VHYHUDO�GHFDGHV��,W

KDV� XQGHUJRQH� WZR�PDMRU� VKLIWV�ZKLFK� KDYH� KDG� SURIRXQG� LPSOLFDWLRQV� IRU� HPSOR\PHQW� DQG

WUDLQLQJ��7KH�ILUVW�RI�WKHVH�FKDQJHV��IURP�FUDIW�WR�PDVV�SURGXFWLRQ��RFFXUUHG�DW� WKH�EHJLQQLQJ

RI�WKH���WK�FHQWXU\�

7KH�PDVV�SURGXFWLRQ�SDUDGLJP�ZDV�FKDUDFWHULVHG�E\�HFRQRPLHV�RI� VFDOH�DQG�SURGXFWLRQ� OLQH

DVVHPEO\�� $VVHPEO\� MREV� ZHUH� UHSHWLWLYH� DQG� GH�VNLOOHG�� 7KHUH� ZDV� DOVR� D� KLJK� GHJUHH� RI

YHUWLFDO� LQWHJUDWLRQ�� ZLWK� WKH� DLP� RI� FR�RUGLQDWLQJ� DQ� H[WUHPHO\� FRPSOH[� SURFHVV� ZLWK

7$%/(������(03/2<0(17�,1�7+(�%$648(�)281'5<�,1'8675<������������

���� ���� ���� ���� ����

������ ������ ����� ����� �����

6RXUFH��(867$7��&XHQWDV�,QGXVWULDOHV�
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PXOWL�\HDU� OHDG� WLPHV� DQG� HQRUPRXV� FDSLWDO� LQYHVWPHQW��0DVV� SURGXFWLRQ� OHG� WR� D� IDOO� LQ� WKH

QXPEHU�RI�86�DVVHPEO\�FRPSDQLHV�XQWLO�RQO\�WRGD\¶V�µELJ�WKUHH¶�UHPDLQHG���*HQHUDO�0RWRUV�

&KU\VOHU� DQG� )RUG�� (XURSH� DQG� -DSDQ� DUH� WKH� RWKHU� WZR� LPSRUWDQW� DXWRPRWLYH� LQGXVWU\

UHJLRQV��DOWKRXJK�RWKHU�FRXQWULHV�LQ�(DVW�$VLD�DUH�FDWFKLQJ�XS�UDSLGO\�

7KH�VHFRQG�VKLIW�ZDV�IURP�PDVV�SURGXFWLRQ�WR�OHDQ�SURGXFWLRQ��7KLV�EHJDQ�LQ�-DSDQ�DQG�ZDV

ZHOO� GHYHORSHG� E\� WKH� ����V� WKRXJK� LW� LV� VWLOO� GLIIXVLQJ� LQWR� (XURSH�� 7KLV� KDV� UHVXOWHG� LQ� D

SURIRXQG�UHVWUXFWXULQJ�RI�WKH�DXWRPRWLYH�LQGXVWU\��7KH�HIIHFWV�RI�WKH�FKDQJHV�DUH�VWLOO�ILOWHULQJ

WKURXJK�WKH�VXSSO\�FKDLQ��DQG�DUH�VLJQLILFDQW�LQ�WKH�FRQWH[W�RI�WKLV�VWXG\�

-DSDQHVH�VW\OH� OHDQ� SURGXFWLRQ� LV� EDVHG� RQ� D� QHZ� DSSURDFK� WR� ODERXU� UHODWLRQV� DQG

RUJDQLVDWLRQDO�VWUXFWXUH��UHGXFLQJ�WKH�QXPEHU�RI�OD\HUV�RI�PDQDJHPHQW�DQG�IRFXVLQJ�DWWHQWLRQ

RQ� VKRS� IORRU� ZRUN� JURXSV�� 7KH� VHDUFK� IRU� TXDOLW\� DQG� WKH� HPHUJHQFH� RI� DQ� LQFUHDVH� LQ

QHWZRUNLQJ�DFWLYLW\�DPRQJVW�ILUPV�OHG�WR�WKH�LQWURGXFWLRQ�RI�-XVW�,Q�7LPH��-,7��7RWDO�4XDOLW\

&RQWURO� V\VWHPV� IRU� RUJDQLVLQJ� WKH� SURGXFWLRQ� SURFHVV�� 7KH� OHDQ� SURGXFWLRQ� PRGHO� LV

FKDUDFWHULVHG�E\���

z LQWHJUDWHG�VLQJOH�SLHFH�SURGXFWLRQ�IORZ��ZLWK�ORZ�LQYHQWRULHV��VPDOO�EDWFKHV�PDGH�MXVW�

LQ�WLPH�

z GHIHFW�SUHYHQWLRQ�UDWKHU�WKDQ�UHFWLILFDWLRQ�

z SURGXFWLRQ�LV�SXOOHG�E\�WKH�FXVWRPHU�DQG�QRW�SXVKHG�WR�VXLW�PDFKLQH�ORDGLQJ�

z WHDP� EDVHG� ZRUN� RUJDQLVDWLRQ� ZLWK� IOH[LEOH� PXOWL�VNLOOHG� RSHUDWRUV� DQG� IHZ� LQGLUHFW

VWDII�

z DFWLYH� LQYROYHPHQW� LQ� URRW� FDXVH� SUREOHP� VROYLQJ� WR� HOLPLQDWH� DOO� QRQ�YDOXH� DGGLQJ

VWHSV��LQWHUUXSWLRQV�DQG�YDULDELOLW\��DQG

z FORVH� LQWHJUDWLRQ� RI� WKH� ZKROH� YDOXH� VWUHDP� IURP� UDZ� PDWHULDO� WR� ILQDO� SURGXFW�

WKRURXJK�SDUWQHUVKLSV�ZLWK�VXSSOLHUV�DQG�GHDOHUV�

7KH�VXSHULRU�SURGXFWLYLW\�RI�WKH�-DSDQHVH�PRGHO�LV�QRW�GLVSXWHG��DOWKRXJK�WKHUH�LV�GHEDWH�DERXW

KRZ� HDVLO\� LW� FDQ� EH� WUDQVIHUUHG� LQWR� WKH� (XURSHDQ� DQG� $PHULFDQ� ZRUNSODFH�� 7DEOH� ����

FRQWUDVWV� VHYHUDO� LQGLFDWRUV� RI� HIILFLHQF\� LQ� FDU� SURGXFWLRQ�� W\SLFDO� RI� FRPSDQLHV� LQ� HDFK

UHJLRQ���

�����������������������������������������������

�� :RPDFN��-3���-RQHV��'7��DQG�'��5RRV��7KH�0DFKLQH�WKDW�&KDQJHG�WKH�:RUOG��5DZVRQ�$VVRFLDWHV��1HZ

<RUN�������
�� 'DWD�IURP�-RQHV��'���0HDVXULQJ�XS�WR�WKH�-DSDQHVH��/HVVRQV�IURP�WKH�0RWRU�,QGXVWU\���8QLYHUVLW\�RI

:DOHV�5HYLHZ��%XVLQHVV�DQG�(FRQRPLFV��9RO�����������,Q�:HOOV�DQG�5DZOLQVRQ�2S�&LW�



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

��

-DSDQ 1RUWK

$PHULFD

(XURSH

$VVHPEO\�KRXUV�FDU �� �� ��

'HIHFWV�����FDUV �� �� ��

'HVLJQ�OHDG�WLPH��PRQWKV� �� �� ��

(QJLQHHULQJ�KRXUV�FDU��PLOOLRQ� ��� ��� ���

$VVHPEOHU�VWRFNV��GD\V� ��� ��� ���

6XSSOLHU�VWRFNV��GD\V� ��� ��� ����

1XPEHU�RI�VXSSOLHUV�SHU�DVVHPEOHU ��� ���� ����

7KH�PRYH�WRZDUGV�OHDQ�SURGXFWLRQ�KDV�EHHQ�DFFRPSDQLHG�E\�D�SURIRXQG�UHVWUXFWXULQJ�RI�WKH

DXWRPRWLYH� LQGXVWU\� RYHU� WKH� ODVW� WZR� GHFDGHV��$VVHPEOHUV� DUH� 5	'� HIIRUW� EDFN� DORQJ� WKH

VXSSO\�FKDLQ�DQG�DUH�UHGXFLQJ�WKH�QXPEHUV�RI�VXSSOLHUV��&RPSRQHQWV�DFFRXQW�IRU�DURXQG����

RI�WKH�YDOXH�RI�WKH�FDU��7KHUH�LV�DQ�LQFUHDVLQJO\�S\UDPLGDO�VXSSOLHU�VWUXFWXUH��ZLWK�IHZHU�PDLQ

VXSSOLHUV�DQG�PRUH�VXSSOLHU�µWLHUV¶�

$W�WKH�WRS�OLH�WKH�DVVHPEO\�FRPSDQLHV�VXFK�DV�)RUG��5RYHU��1LVVDQ�DQG�9ROYR��8QGHUQHDWK�OLH

µILUVW�WLHU�VXSSOLHUV¶�ZKLFK�W\SLFDOO\�VXSSO\�VXE�DVVHPEOLHV�ZKLFK�FDQ�VLPSO\�EH�EROWHG�RQ�WR�WKH

FDU��7KH�-DSDQHVH�KDYH�UHGXFHG�WKH�QXPEHU�RI��ILUVW�WLHU��VXSSOLHUV�WR�D�JUHDWHU�H[WHQW�WKDQ�KDV

EHHQ� DFKLHYHG� E\� (XURSHDQ�� DQG� 1RUWK� $PHULFDQ� DVVHPEOHUV�� $VVHPEO\� FRPSDQLHV� KDYH

VXSSOLHU�VHOHFWLRQ�DQG�UHGXFWLRQ�SURJUDPPHV�DQG�LW� LV�SUHGLFWHG�WKDW�WKHUH�ZLOO�EH�IHZHU� WKDQ

���� JOREDO� GLUHFW� ILUVW�WLHU� VXSSOLHUV� E\� WKH� \HDU� ������ )LUVW� WLHU� VXSSOLHUV� WHQG� WR� EH� ODUJH

FRPSDQLHV�� $OO� EXW� RQH� RI� WKH� FRPSDQLHV� LQWHUYLHZHG� ZKLFK� VXSSOLHG� GLUHFW� WR� DVVHPEO\

FRPSDQLHV�ZHUH�RZQHG�E\�ODUJH�PXOWLQDWLRQDO�µILUVW�WLHU¶�VXSSOLHUV��7KHUH�LV�D�ODUJHU�QXPEHU�RI

µVHFRQG� WLHU¶� FRPSDQLHV� ZKLFK� SURYLGH� FRPSRQHQWV� DQG� VXE�DVVHPEOLHV� WR� WKH� ILUVW� WLHU

FRPSDQLHV�

7KH� IRUHJRLQJ� GHVFULSWLRQ� DSSOLHV� WR� WKH� 2ULJLQDO� (TXLSPHQW� 0DUNHW� �2(��� L�H�� QHZ� FDUV�

$XWRPRWLYH�FRPSRQHQW�VXSSOLHUV�DOVR�SURGXFH�IRU�WKH�VSDUHV�PDUNHW��XVXDOO\�UHIHUUHG�WR�DV�WKH

DIWHUPDUNHW� �$0��� 7KHVH� FRPSDQLHV� DUH� RIWHQ� GHGLFDWHG� WR� D� VLQJOH� FRPSRQHQW� RU� VXE

DVVHPEO\�ZKLFK�WKH\�PDQXIDFWXUH�IRU�D�ODUJH�QXPEHU�RI�PRGHOV�

����� 7KH�VWUXFWXUH�RI�WKH�8.�FRPSRQHQWV�LQGXVWU\

7KH�FRPSRQHQW�LQGXVWU\�LV�GLYHUVH��$�ZLGH�YDULHW\�RI�GLIIHUHQW�PDWHULDOV�LV�LQFRUSRUDWHG�LQ

YHKLFOHV��LQFOXGLQJ�LURQ�DQG�VWHHO��������SODVWLFV��������DOXPLQLXP���������RWKHU�QRQ�IHUURXV

PHWDOV������DQG�RWKHU�PDWHULDOV����������2IWHQ�WKH�DXWRPRWLYH�PDUNHW�UHSUHVHQWV�RQO\�D�VPDOO

SURSRUWLRQ�RI�D�FRPSDQ\¶V�ZRUN��7KH�QDWXUH�RI�RZQHUVKLS�RI�FRPSDQLHV�DOVR�PDNHV

FODVVLILFDWLRQ�GLIILFXOW��7KHVH�SUREOHPV�OHDG�WR�D�ZLGH�UDQJH�LQ�WKH�HVWLPDWHV�RI�QXPEHUV�RI

ILUPV�LQ�WKLV�VHFWRU� ��

������������������������������ �����������������

�� 3�:HOOV�DQG�0�5DZOLQVRQ�� 7KH�1HZ�(XURSHDQ�$XWRPRELOH�,QGXVWU\��0DFPLOODQ�3UHVV�$XJ�������

7$%/(�������3(5)250$1&(�2)�$87202%,/(�$66(0%/(56�,1�-$3$1�

$0(5,&$�$1'�(8523(
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7KH�W\SHV�RI�FRPSDQ\�UHOHYDQW�WR�WKLV�VWXG\�DUH�PHWDO�ZRUNLQJ�HQJLQHHULQJ�ILUPV��W\SLFDOO\

VXSSO\LQJ�VWHHULQJ�DVVHPEOLHV��VXVSHQVLRQ�DVVHPEOLHV��D[OH�DQG�EUDNH�FRPSRQHQWV��SRZHU

WUDQVPLVVLRQ�HTXLSPHQW��LQWHUQDO�FRPEXVWLRQ�HQJLQH�FRPSRQHQWV�DQG�VSDUH�SDUWV��7KH�SULQFLSDO

DFWLYLW\�RI�WKHVH�FRPSDQLHV�LV�PDFKLQLQJ�DQG��WR�D�OHVVHU�H[WHQW��DVVHPEO\�

7KH�PRVW�UHOHYDQW�6WDQGDUG�,QGXVWULDO�&ODVVLILFDWLRQ�IRU�WKHVH�FRPSDQLHV�LV������PRWRU�YHKLFOH

SDUWV��DOWKRXJK�WKH�W\SH�RI�FRPSDQ\�RI�LQWHUHVW�LQ�WKLV�VWXG\�LV�RQO\�D�IUDFWLRQ�RI�WKH�WRWDO

UHSUHVHQWHG�E\�6,&������7DEOH������JLYHV�D�SLFWXUH�RI�WKH�VL]H�VWUXFWXUH�RI�WKH�LQGXVWU\���

)LJXUH� ���� VKRZV� WKDW� WKH�8.� LQGXVWU\� KDV� FKDQJHG� GUDPDWLFDOO\� RYHU� WKH� ODVW� IHZ� GHFDGHV�

ZLWK� D� GUDPDWLF� IDOO� LQ� WKH� OHYHO� RI� HPSOR\PHQW� DQG� DQ� LPSURYLQJ� OHYHO� RI� TXDOLW\� �DOEHLW

VWDUWLQJ� IURP� D� ORZ� OHYHO��� %HWZHHQ� ����� DQG� ������ WKH� YHKLFOHV� DQG� SDUWV� LQGXVWU\� VKHG

DURXQG���������MREV��RU�����RI�WKH�HPSOR\PHQW�LQ��������

7KLV� ZDV� DFFRPSDQLHG� E\� DQ� LQFUHDVH� LQ� ODERXU� SURGXFWLYLW\� EURXJKW� DERXW� SDUWO\� WKURXJK

FORVXUH� RI� WKH� OHDVW� HIILFLHQW� �ODUJHU�� SODQWV� EXW� DOVR� LQFUHDVHG� SURGXFWLYLW\� DW� WKH� LQGLYLGXDO

SODQW� OHYHO��0DQ\� ILUPV� VLPSOLILHG� WKHLU� RUJDQLVDWLRQDO� VWUXFWXUH�� LPSURYHG� ODERXU� XWLOLVDWLRQ

WKURXJK� WLJKWHQLQJ� XS� MRE� VWDQGDUGV� DQG� UHGXFHG� GRZQ� WLPH� WKURXJK� VWDII� EUHDNV�� 7KH

LQWURGXFWLRQ� RI� QHZ� WHFKQRORJ\� DOVR� FRQWULEXWHG� WRZDUGV� LQFUHDVLQJ� SURGXFWLYLW\�� 7KH

UHGXFWLRQ�LQ�HPSOR\PHQW�GLVSURSRUWLRQDWHO\�DIIHFWHG�XQVNLOOHG�DQG�VHPLVNLOOHG�HPSOR\HHV�� DV

ZHOO�DV�FOHULFDO��VHFUHWDULDO�DQG�VXSHUYLVRU\�VWDII���

�����������������������������������������������

�� 5HSRUW�RQ�WKH�&HQVXV�RI�3URGXFWLRQ�������3$������0RWRU�YHKLFOH�3DUWV��&HQWUDO�6WDWLVWLFV�2IILFH�������
�� $PLQ�5DMDQ�DQG�0DUF�7KRPSVRQ��(FRQRPLF�6LJQLILFDQFH�RI�WKH�8.�0RWRU�9HKLFOH�0DQXIDFWXULQJ

,QGXVWU\��$�UHSRUW�E\�WKH�,QVWLWXWH�RI�0DQSRZHU�6WXGLHV�WR�WKH�6RFLHW\�RI�0RWRU�0DQXIDFWXUHUV�DQG�7UDGHUV

/WG������
�� $PLQ�5DMDQ�DQG�0DUF�7KRPSVRQ��(FRQRPLF�6LJQLILFDQFH�RI�WKH�8.�0RWRU�9HKLFOH�0DQXIDFWXULQJ

,QGXVWU\��$�UHSRUW�E\�WKH�,QVWLWXWH�RI�0DQSRZHU�6WXGLHV�WR�WKH�6RFLHW\�RI�0RWRU�0DQXIDFWXUHUV�DQG�7UDGHUV

/WG������

7$%/(�������7+(�8.�9(+,&/(�&20321(176�,1'8675<��6,&�����

1XPEHU�RI�HPSOR\HHV %XVLQHVVHV (PSOR\HHV

�WKRXVDQG�

*URVV�RXWSXW

��P�

1HW�RXWSXW

��P�

1HW�RXWSXW

�KHDG

��� ��� ���

������� ��� ���

������� ��� ���

������� �� ��� ������ ������ �������

��������� �� ��� ������ ������ �������

��������� �� ��� ������ ������ �������

��������� �� � ������ ������ �������

��������� �� ��� ������ ������ �������

��������� �� �� ������ ������ �������

���������� � ��� ������ ������ �������

����������� � ���� ������ ������ �������

!����� � ��� ������ ������ �������
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7KH�DXWRPRWLYH�LQGXVWU\�VXSSRUWV�ODUJH�QXPEHUV�RI�MREV�DQG�KDV�D�ODUJH�µPXOWLSOLHU¶�HIIHFW�RQ

RWKHU� VHFWRUV�� )RU� HYHU\� MRE� LQ� YHKLFOH� PDQXIDFWXULQJ�� ���� MREV� DUH� VXSSRUWHG� LQ� GLUHFW

VXSSOLHUV�DQG�����MREV�LQ�WKH�HFRQRP\�DV�D�ZKROH�

),*85(������(03/2<0(17�$1'�287387�75(1'6�,1�02725�9(+,&/(6

3$576��6,&�����
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1HW�RXWSXW

(PSOR\HHV

����� 7KH�VWUXFWXUH�RI�WKH�%DVTXH�&RPSRQHQWV�LQGXVWU\

7KH�LQIRUPDWLRQ�LQ�WKLV�VHFWRU�ZDV�SURYLGHG�E\�WKH�6SDQLVK�$XWRPRWLYH�&RPSRQHQWV�,QGXVWU\

$VVRFLDWLRQ� �6HUQDXWR�� DQG� UHIHUV� WR� 6SDLQ� DV� D� ZKROH�� ,QIRUPDWLRQ� VSHFLILF� WR� WKH� %DVTXH

FRXQWU\�LV�QRW�DYDLODEOH�

7KH� 6SDQLVK� DXWRPRWLYH� FRPSRQHQWV� LQGXVWU\� LV� FRPSRVHG� RI� DERXW� ���� ILUPV�� 7KH

JHRJUDSKLFDO� GLVWULEXWLRQ� RI� ILUPV� VKRZV� DQ� XQHYHQ� GLVWULEXWLRQ� DFURVV� VSDFH� �)LJXUH� ������

7KUHH�UHJLRQV�DFFRXQW�IRU�QHDUO\�WZR�WKLUGV�RI�ILUPV��&DWDORQLD��������%DVTXH�&RXQWU\������

DQG�0DGULG� ������� 7KH� GHYHORSPHQW� RI� WKH� 6SDQLVK� DXWRPRWLYH� FRPSRQHQWV� LQGXVWU\� ZDV

RULJLQDOO\�OLQNHG�WR�WKH�HPHUJHQFH�RI�D�QDWLRQDO�FDU�LQGXVWU\�LQ�WKH�HDUO\�����V�DURXQG�6($7�

1RZ�LW�LV�FRPSOHWHO\�LQ�WKH�KDQGV�RI�WUDQV�QDWLRQDO�ILUPV�DQG�JURXSV��9:��2SHO�DQG�DOO�RSHUDWH

LQ� 6SDLQ��$OWKRXJK� RQO\� RQH� YHKLFOH�PDQXIDFWXUHU� �SURGXFLQJ� YDQV�� RSHUDWHV� LQ� WKH� %DVTXH

&RXQWU\��0HUFHGHV�%HQ]�LQ�9LWRULD���WKH�LPSRUWDQFH�RI�WKH�DXWRPRWLYH�FRPSRQHQWV�LQGXVWU\�LV

H[SODLQHG�E\�WKH�GRPLQDQFH�RI�PHWDOZRUNLQJ�LQ�WKH�%DVTXH�UHJLRQ�
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),506

&DWDORQLD

���

2WKHUV

���$UDJRQ

��

1DYDUUD

��

0DGULG

���

%DVTXH�&RXQWU\

���

*URZWK� LQ� WKH�6SDQLVK�HFRQRP\�GXULQJ� WKH�SHULRG�����������ZDV� IROORZHG�E\�DQ� HFRQRPLF

VOXPS� GXULQJ� WKH� ����V�� 7KH� DXWRPRWLYH� FRPSRQHQWV� LQGXVWU\� ZDV� VHYHUHO\� KLW� E\� PDUNHW

VOXJJLVKQHVV� GXH� WR� GHSHQGHQFH� RQ� WKH� FDU� LQGXVWU\� DQG� WKHUHIRUH� RQ� WKH� JHQHUDO� HFRQRPLF

VLWXDWLRQ��,Q�������WXUQRYHU�IHOO�E\�������FRPSDUHG�ZLWK������DQG�*'3�IHOO�IRU�WKH�ILUVW�WLPH

VLQFH�WKH�PLG�����V��)LJXUH��������$OWKRXJK�WKHUH�DUH�IHZ�VWDWLVWLFV�DYDLODEOH�IRU�������WKH�FDU

DQG�DXWRPRWLYH�FRPSRQHQWV� LQGXVWULHV�DSSHDU� WR�KDYH�UHFRYHUHG�ZHOO��GXH� DW� OHDVW� LQ�SDUW� WR

WKH�5HQRYH�SURJUDPPH�ZKLFK�RIIHUV�D� ILQDQFLDO� LQFHQWLYH� WR�RZQHUV�RI�ROG�FDUV� �WHQ�\HDUV�RU

PRUH��WR�SXUFKDVH�QHZ�YHKLFOHV�

6SDQLVK� H[SRUWV� RI� DXWRPRWLYH� FRPSRQHQWV� LQGXVWU\� KDYH� JURZQ� UHODWLYH� WR� GRPHVWLF� VDOHV

VLQFH� WKH� PLG� ����V� �)LJXUHV� ����� DQG� ������� ([SRUWV� DFFRXQWHG� IRU� ������ RI� LQ� ����

FRPSDUHG� WR� ������ LQ� ������ 7KH� JURZWK� RI� H[SRUWV� LV� WR� VRPH� H[WHQW� H[SODLQHG� E\� 6SDLQ
V

HQWU\�LQWR�WKH�(8�LQ�������$ERXW�WKUHH�TXDUWHUV�RI�H[SRUWV�JR�WR�WKH�(XURSHDQ�8QLRQ��QDPHO\

*HUPDQ\� DQG� )UDQFH�� 7KH� LQFUHDVLQJ� LPSRUWDQFH� RI� H[SRUWV� LV� DOVR� H[SODLQHG� E\� WKH

ZLGHVSUHDG�LQYHVWPHQW�RI�IRUHLJQ�FDSLWDO�LQ�WKH�6SDQLVK�DXWRPRWLYH�FRPSRQHQWV�LQGXVWU\��7KH

6SDQLVK� VWDNH� LQ� WKH�RYHUDOO� FDSLWDO� RI� WKLV� LQGXVWU\� LV� EHORZ�����ZLWK� WKH�PRVW� RXWVWDQGLQJ

IRUHLJQ�LQYHVWRUV�EHLQJ�ILUPV�IURP�WKH�(8��HVSHFLDOO\�)UDQFH�DQG�*HUPDQ\�
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7KUHH� EURDG� W\SHV� RI� SXEOLF� SROLF\� PD\� LQIOXHQFH� WKH� LQWHUDFWLRQ� EHWZHHQ

HQYLURQPHQWDO� SHUIRUPDQFH� DQG� HPSOR\PHQW�� LQGXVWULDO� SROLF\�� HQYLURQPHQWDO� SROLF\�

DQG�HPSOR\PHQW��WUDLQLQJ�SROLF\�

'XH� WR� 6SDLQ¶V� OHVV� IDYRXUHG� HFRQRPLF� FRQGLWLRQ�� HFRQRPLF� SROLF\� KDV� EHHQ

WUDGLWLRQDOO\� DW� WKH� WRS� RI� WKH� DJHQGD��ZKLOVW� HQYLURQPHQWDO� LVVXHV� KDYH� EHHQ� JLYHQ� D

ORZHU�SULRULW\��7KH�QHHG�WR�VDWLVI\�(XURSHDQ�OHJLVODWLRQ��DV�ZHOO�DV� WKH�JURZLQJ�EHOLHI

WKDW�HQYLURQPHQWDO�UHTXLUHPHQWV�PD\�QRW�UHSUHVHQW�D�FRVW�EXW�DQ�RSSRUWXQLW\�IRU�ILUPV�

LV� EHJLQQLQJ� WR� FKDQJH� WKLV� VLWXDWLRQ�� (QYLURQPHQWDO� SROLF\� KDV� EHFRPH� LQFUHDVLQJO\

LPSRUWDQW�IURP�WKH�PLG�����V�RQZDUGV��$W� WKH�VDPH�WLPH�� LQGXVWULDO�SROLF\�PHDVXUHV�

ERWK� DW� WKH� IHGHUDO� DQG� WKH� UHJLRQDO� OHYHO�� KDYH� SOD\HG� DQ� LPSRUWDQW� UROH� DV� WDULII

EDUULHUV�EHWZHHQ�6SDLQ�DQG�WKH�UHVW�RI�WKH�(8�KDYH�EHHQ�GLVPDQWOHG�DQG�DV�(XURSH�KDV

HPHUJHG�IURP�UHFHVVLRQ�LQ�WKH�HDUO\�����V�

,Q�UHFHQW�\HDUV��WKH�%ULWLVK�*RYHUQPHQW�KDV�QRW��LQ�JHQHUDO��IDYRXUHG�ILQDQFLDO�VXSSRUW

IRU� LQGXVWU\�� SUHIHUULQJ� WR� DOORZ�PDUNHW� IRUFHV� WKHLU� IXOO� SOD\��+RZHYHU�� WKH� IRXQGU\

LQGXVWU\� LQ� SDUWLFXODU� KDV� EHQHILWHG� IURP� JRYHUQPHQW� SURJUDPPHV� ZKLFK� KDYH

VWLPXODWHG�WKH�IORZ�RI��LQIRUPDWLRQ�DERXW�EHWWHU�LQGXVWULDO�SUDFWLFH�DQG�ZKLFK�KDYH�� LQ

VRPH� FDVHV�� SHUPLWWHG� VXSSRUW� IRU� HQYLURQPHQWDO� FRQVXOWDQF\� DQG� GHPRQVWUDWLRQ

SURMHFWV�� 7KH� 8.¶V� (QYLURQPHQWDO� 3URWHFWLRQ� $FW� ����� DQG� (QYLURQPHQW� $FW� ����

KDYH� WKRURXJKO\� UHYLVHG� WKH� OHJLVODWLYH� IUDPHZRUN� IRU� WKH� LPSOHPHQWDWLRQ� RI

HQYLURQPHQWDO�FRQWUROV��7KH������$FW�SURYLGHV� WKH� OHJLVODWLYH�EDVLV� IRU� QHZ� UXOHV� RQ

DWPRVSKHULF�HPLVVLRQV�IURP�IRXQGULHV�DQG�IRU�ZDVWH�GLVSRVDO�

7KH� UHPDLQGHU� RI� WKLV� VHFWLRQ� GLVFXVVHV� VXFFHVVLYHO\�� UHOHYDQW� LQGXVWULDO� SROLF\

PHDVXUHV� LQ� WKH� WZR� FRXQWULHV�� HQYLURQPHQWDO� FRQWUROV�� DQG� HPSOR\PHQW�WUDLQLQJ

SROLF\�

���� ,QGXVWULDO�3ROLF\

������ 8.�6XSSRUW

)RXQGU\�����

7KH� 8.�'HSDUWPHQW� RI� 7UDGH� DQG� ,QGXVWU\� RSHUDWHV� D� SURJUDPPH�� )RXQGU\� �����

ZKLFK� LV� VSHFLILFDOO\� DLPHG� DW� PDLQWDLQLQJ� DQG� LPSURYLQJ� WKH� FRPSHWLWLYHQHVV� RI� WKH

IRXQGU\� VHFWRU�� 7KH� LQLWLDWLYH� ZDV� ODXQFKHG� LQ� 0DUFK� ������ 7KH� REMHFWLYH� RI� WKH

VFKHPH�LV�WR�HQDEOH�WKH�LQGXVWU\�WR�µWDNH�VWRFN�RI�LWV�FRPSHWLWLYH�SRVLWLRQ��WR�GHYHORS�D

YLVLRQ�RI�ZKDW�LW�QHHGV�WR�GR�WR�EH�ZRUOG�FODVV�LQ�WKH�QH[W�FHQWXU\�DQG�WR�WDNH�DFWLRQ�WR

DFKLHYH�WKLV¶�

7KH� LQLWLDWLYH�ZLOO�KDYH� WZR�SKDVHV��7KH� ILUVW�SKDVH�ZLOO� FRPSDUH� WKH� SHUIRUPDQFH� RI

WKH� 8.� IRXQGU\� LQGXVWU\� ZLWK� LQWHUQDWLRQDO� FRPSHWLWLRQ�� ORRN� DW� ZKDW� WKH� LQGXVWU\

QHHGV�WR�GR�WR� LPSURYH�LWV�SHUIRUPDQFH�DQG�LGHQWLI\�ZD\V� LQ�ZKLFK�HDFK� IRXQGU\�FDQ

LQFUHDVH�SURILWDELOLW\��7KH� VHFRQG� SKDVH� LV� FRQFHUQHG�ZLWK� SUDFWLFDO� VWHSV� WR� LPSURYH
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FRPSHWLWLYHQHVV�� 7KH� FRQVXOWDQWV� UHSRUW� IURP� WKH� ILUVW� SKDVH� ZDV� GXH� DW� WKH� HQG� RI

1RYHPEHU�������DQG�WKH�VHFRQG�SKDVH�ZDV�ODXQFKHG�LQ�-DQXDU\������

$� WRWDO� RI� ��� IRXQGULHV� SDUWLFLSDWHG� LQ� WKH� ILUVW� SKDVH�� 3DUWLFLSDWLRQ� ZDV� SRVVLEOH� DW

HLWKHU� RQH� RI� WZR� OHYHOV�� )XOO� SDUWLFLSDWLRQ�� DW� D� FRVW� RI� ������� JDYH� DFFHVV� WR� WKH

FRQVXOWDQW¶V� UHSRUW� DQG� VWUDWHJLF� SURJUDPPH� IRU� WKH�8.� LQGXVWU\�� SOXV� DQ� LQGLYLGXDO

EHQFKPDUNLQJ�DVVHVVPHQW�RI� WKH�IRXQGU\¶V�SHUIRUPDQFH��KLJKOLJKWLQJ�LWV�VWUHQJWKV�DQG

ZHDNQHVVHV��3DUWLDO�SDUWLFLSDWLRQ��DW�D�FRVW�RI��������LQFOXGHG�WKH�FRQVXOWDQW¶V�UHSRUW�

EXW�QR�IRXQGU\�VSHFLILF�DQDO\VLV��$URXQG�KDOI�RI�WKH����IRXQGULHV�ZHUH�IXOO�SDUWLFLSDQWV�

,W�KDG�EHHQ�KRSHG� WKDW�D� ODUJHU�QXPEHU�RI� IRXQGULHV�ZRXOG�SDUWLFLSDWH��7KH� LQLWLDWLYH

PD\� RYHU�UHSUHVHQW� WKH� PRUH� SURDFWLYH� IRXQGULHV�� +RZHYHU� WKH� %ULWLVK� )RXQGU\

$VVRFLDWLRQ�EHOLHYH�WKDW�WKH�UHVXOWV�ZLOO�SURYH�EHQHILFLDO�IRU�WKH�LQGXVWU\�DV�ZKROH�

(QYLURQPHQWDO�7HFKQRORJ\�%HVW�3UDFWLFH�6FKHPH

7KH� MRLQW� 'HSDUWPHQW� RI� 7UDGH� DQG� ,QGXVWU\�'HSDUWPHQW� RI� WKH� (QYLURQPHQW

(QYLURQPHQWDO� 7HFKQRORJ\� %HVW� 3UDFWLFH� 6FKHPH� SURYLGHV� VXSSRUW� IRU� D� UDQJH� RI

VHFWRUV�� EXW� WKH� IRXQGU\� LQGXVWU\� ZDV� VHOHFWHG� DV� RQH� RI� WKH� ILUVW� DUHDV� IRU� VSHFLDO

DVVLVWDQFH�� 7KH� IRXQGU\� VFKHPH� IRFXVHV� RQ� ZDVWH� PLQLPLVDWLRQ� LQ� RUGHU� WR� SURPRWH

ERWK� WKH� HQYLURQPHQWDO� SHUIRUPDQFH� DQG� FRPSHWLWLYHQHVV� RI� 8.� LQGXVWU\� DQG

FRPPHUFH��7KHUH�DUH�VHYHUDO�HOHPHQWV�

• WHOHSKRQH�KHOSOLQH�SURYLGLQJ�XS�WR�WZR�KRXUV�IUHH�DGYLFH�WR�FRPSDQLHV

• HQYLURQPHQWDO� SHUIRUPDQFH� JXLGHV� SUHVHQWLQJ� GDWD� RQ� HQYLURQPHQWDO

SHUIRUPDQFH�LQ�D�SDUWLFXODU�LQGXVWU\�VHFWRU��WHFKQRORJ\�RU�RSHUDWLRQ�

• D� JRRG� SUDFWLFH� VFKHPH� ZKLFK� SURPRWHV� DZDUHQHVV� RI� DQG� FRQILGHQFH� LQ� FRVW

HIIHFWLYH�PHDVXUHV�ZKLFK�LPSURYH�HQYLURQPHQWDO�SHUIRUPDQFH�

• D� QHZ� SUDFWLFH� VFKHPH� ZKLFK� DFFHOHUDWHV� WKH� DGRSWLRQ� RI� HQYLURQPHQWDO

WHFKQRORJLHV�DQG�WHFKQLTXHV��DQG

• D� IXWXUH� SUDFWLFH� VFKHPH� ZKLFK� SURYLGHV� JUDQWV� RI� XS� WR� ���� IRU� 5	'� WR

VWLPXODWH�WKH�GHYHORSPHQW�RI�LQQRYDWLYH�HQYLURQPHQWDO�PHDVXUHV�

&RPSDQLHV�DEOH�WR�VDWLVI\�WKH�FULWHULD�IRU�WKH�VHOHFWLRQ�RI�JRRG�SUDFWLFH�RU�QHZ�SUDFWLFH

SURMHFWV� DUH� HOLJLEOH� IRU� D� SD\PHQW� RI� XS� WR� �������� RU� �������� UHVSHFWLYHO\�� 1HZ

SUDFWLFH�DVVLVWDQFH�PXVW�QRW�H[FHHG�����RI�WKH�WRWDO�SURMHFW�FRVW�

7KH� VFKHPH� ZDV� VHW� XS� LQ� ������ 6R� IDU� WKHUH� KDYH� EHHQ� WKUHH� SXEOLFDWLRQV�� DQ

HQYLURQPHQWDO� SHUIRUPDQFH� JXLGH� RQ� FKHPLFDOO\� ERQGHG� VDQG� UHFODPDWLRQ�� DQ

HQYLURQPHQWDO�SHUIRUPDQFH�JXLGH�RQ�JUHHQVDQG�UHFODPDWLRQ��DQG�D�JRRG�SUDFWLFH�JXLGH

RQ�WKHUPDO�UHFODPDWLRQ�

,Q� DGGLWLRQ�� WKH� (QHUJ\� 7HFKQRORJ\� 6XSSRUW� 8QLW� �(768�� KDG� EHHQ� SURPRWLQJ

LPSURYHG� HQHUJ\� HIILFLHQF\� DW� IRXQGULHV� IRU� VRPH� WLPH��7KLV�ZRUN� KDV� QRZ� EHHQ� UH�

ORFDWHG�ZLWKLQ�WKH�%HVW�3UDFWLFH�3URJUDPPH��(768�KDV�SXEOLVKHG�VHYHUDO�JXLGHV�ZKLFK

VKRZ� IRXQGULHV� KRZ� WR� LPSURYH� WKHLU� HQHUJ\� HIILFLHQF\� DQG� WKHUHE\� LPSURYH
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HQYLURQPHQWDO�SHUIRUPDQFH��7KHVH�KDYH�DGGUHVVHG��WKH�HIILFLHQF\�RI�FXSROD�DQG�HOHFWULF

PHOWLQJ��PROWHQ�PHWDO�KDQGOLQJ�DQG�GLVWULEXWLRQ��DQG�LPSURYLQJ�IRXQGU\�\LHOG�

'(026

,Q� WKH�SDVW��RWKHU� VFKHPHV�KDYH�KHOSHG� WR�GHPRQVWUDWH� WHFKQRORJLHV�XQIDPLOLDU� LQ� WKH

8.��7KH� ILUVW�GU\�EDJ� ILOWHU� ILWWHG� WR�D�FXSROD�DW� D�8.� IRXQGU\� �&KDPEHUOLQ� DQG�+LOO

IRXQGU\� :DOVDOO�� UHFHLYHG� D� JUDQW� XQGHU� WKH� 'HSDUWPHQW� RI� 7UDGH� DQG� ,QGXVWU\¶V

(QYLURQPHQW�0DQDJHPHQW�2SWLRQV�6FKHPH� �'(026���$�GU\�EDJ� ILOWHU� LV� FDSDEOH� RI

UHGXFLQJ�WKH�SDUWLFXODWH�HPLVVLRQV�IURP�FXSRODV�GRZQ�WR�EHORZ���PJ�P���7KLV�VFKHPH

DLPV� WR� SURPRWH� WKH� ZLGHVSUHDG� DGRSWLRQ� RI� WHFKQRORJLHV� DQG� µEHVW� SUDFWLFH¶

WHFKQLTXHV�ZLWK� EURDG� SRWHQWLDO� IRU� HQYLURQPHQWDO� EHQHILWV�� *UDQWV� RI� XS� WR� ���� RI

HOLJLEOH� FRVWV� ZHUH� DYDLODEOH� IRU� SURMHFWV� WKDW� SURYHG� WKH� SUDFWLFDELOLW\� RI� QHZ

WHFKQLTXHV� RU� LOOXVWUDWHG� EHVW� SUDFWLFH� EDVHG� RQ� SURYHQ� WHFKQLTXHV�� ,Q� WKLV� FDVH�

&KDPEHUOLQ� DQG� +LOO� ZHUH� XVLQJ� D� WHFKQRORJ\� SURYHQ� DEURDG�� ZKHUH� LW� ZDV� XVHG� DW

IRXQGULHV�PHOWLQJ� FOHDQ� VFUDS��7KH\� GHPRQVWUDWHG� WKDW� WKH� WHFKQRORJ\� FRXOG� EH� XVHG

IRU�PHOWLQJ�FDVW�LURQ�VFUDS�FRQWDPLQDWHG�ZLWK�RLO�

����� 6XSSRUW�LQ�6SDLQ�DQG�WKH�%DVTXH�&RXQWU\

7KH�3,70$�3URJUDPPH

7KH� 3,70$� SURJUDPPH� �(QYLURQPHQWDO� 7HFKQRORJLFDO� ,QGXVWULDO� 3URJUDPPH�� ZDV

ODXQFKHG�LQ������E\�WKH�6SDQLVK�0LQLVWU\�RI�,QGXVWU\��7KH�REMHFWLYH�RI�WKH�SURJUDPPH

ZDV��D��WR�DVVLVW�PDQXIDFWXULQJ�ILUPV�LQ�RYHUFRPLQJ�HQYLURQPHQWDO�SUREOHPV��DQG�E��WR

SURPRWH�WKH�HPHUJHQFH�RI�DQ�HQYLURQPHQWDO�LQGXVWU\��7KH�SURJUDPPH�DLPV�WR�KHOS�WKH

GHYHORSPHQW� DQG� GLIIXVLRQ� RI� QHZ� FOHDQ� DLU� WHFKQRORJLHV�� 7KH� EHQHILFLDULHV� RI� WKH

SURJUDPPH� DUH� SXEOLF� DQG� SULYDWH� VHFWRU� FRPSDQLHV�� FRPSDQ\� DVVRFLDWLRQV�� SULYDWH

QRQ�SURILW� PDNLQJ� LQVWLWXWLRQV� DQG� LQGLYLGXDOV�� )LYH� RXW� RI� WKH� WHQ� IRXQGULHV� YLVLWHG

VWDWHG� WKDW� WKH\� KDG� EHHQ� VXSSRUWHG� XQGHU� WKH� 3,70$� SURJUDPPH�� +RZHYHU�� QR

DXWRPRWLYH�FRPSRQHQW�PDQXIDFWXUHUV�KDG�UHFHLYHG�VXSSRUW�

)LQDQFLDO�VXSSRUW�LV�LQ�WKH�IRUP�RI�QRQ�UHWXUQDEOH�JUDQWV��7DEOH�������7KH�JUDQW�YDULHV

DFFRUGLQJ�WR�WKH�VL]H�RI�WKH�ILUPV�DQG�WKH�W\SH�RI�DVVLVWDQFH��$��%��RU�&���60(V�UHFHLYH

D�KLJKHU�SHUFHQWDJH�RI�WKHLU�LQYHVWPHQW�WKDQ�GR�ODUJH�ILUPV��7KH�WKUHH�W\SHV�RI�ILQDQFLDO

VXSSRUW�DUH�

• DVVLVWDQFH�W\SH�$�LV�IRU�ILUPV�DIIHFWHG�E\�VHYHUH�HQYLURQPHQWDO�SUREOHPV��6XSSRUW

LV� JLYHQ� IRU� WKH� DFTXLVLWLRQ� RI� EHWWHU� HTXLSPHQW� DQG� WUDQVIRUPLQJ� H[LVWLQJ

SURGXFWLRQ�SURFHVV�

• DVVLVWDQFH�W\SH�%�SURYLGHV�VXSSRUW�IRU�LQQRYDWLRQ�DQG�HQYLURQPHQWDO�DXGLWV�LQ�ILUPV

WKDW�DOUHDG\�VDWLVI\�HQYLURQPHQWDO�UHTXLUHPHQWV�

• DVVLVWDQFH�W\SH�&�SURYLGHV�HLWKHU�WUDLQLQJ�RQ�HQYLURQPHQWDO�LVVXHV�RU�SURPRWHV�WKH

GLIIXVLRQ�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�DPRQJVW�PDQXIDFWXULQJ�ILUPV�

,QIRUPDWLRQ�RQ�3,70$�SURJUDPPH�JUDQWV�LV�QRW�DYDLODEOH�EH\RQG�������DOWKRXJK�WKH

SURJUDPPH�ZDV�VWLOO�UXQQLQJ�LQ�������'XULQJ�WKH�SHULRG������������������SURMHFWV

ZHUH�VXSSRUWHG�RXW�RI�������SURMHFWV�SURSRVHG��7KH�VXSSRUW�JLYHQ�E\�WKH�SURJUDPPH



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

��

KDV�DPRXQWHG�WR��������PLOOLRQ�SHVHWDV�ZKLFK�KDV�UHVXOWHG�LQ�D�WRWDO�LQYHVWPHQW�RI

PRUH�WKDQ���������PLOOLRQ�SHVHWDV��7KH�3,70$�SURJUDPPH�KDV�VXSSRUWHG�WKH

GLIIXVLRQ�RI�HQYLURQPHQWDO�VHUYLFHV�E\�PHDQV�RI�D�GDWD�EDVH��%5,6$��RI�LQIRUPDWLRQ�RQ

ILUPV�SURYLGLQJ�HQYLURQPHQWDO�VHUYLFHV�

����60(V�DUH�ILUPV�ZLWK�QR�PRUH�WKDQ�����HPSOR\HHV�DQG�WXUQRYHU�OHVV�WKDQ����P(&8�

6RXUFH��0LQLVWU\�RI�,QGXVWU\�DQG�(QHUJ\

7KH�PDLQ�IHDWXUHV�RI�WKH�3,70$�DUH�DV�IROORZV�

z URXJKO\� WZR�WKLUGV� RI� WKH� ILQDQFLDO� VXSSRUW� KDV� EHHQ� GHYRWHG� WR� VROYH� SUREOHPV

UHODWHG�WR�DLU�SROOXWLRQ�DQG�ZDWHU�SROOXWLRQ�

z GHVSLWH�WKH�SURJUDPPH�EHLQJ�WDUJHWHG�DW�60(V��WKH�ODWWHU�DFFRXQW�IRU�RQO\������

RI�WKH�RYHUDOO�IXQGV�SURYLGHG��7KH�EXON�RI� WKH�PRQH\�KDV�EHHQ� WDNHQ�XS�E\� ODUJH

ILUPV�

z DOWKRXJK�PRVW�RI�WKH�IXQGLQJ�LV�JLYHQ�WR�ODUJH�ILUPV��D�JURZLQJ�DPRXQW�RI�PRQH\�LV

EHLQJ�GLUHFWHG�WRZDUGV�60(V��6XSSRUW�LQ������ZDV�QHDUO\�WZLFH�DV�KLJK�DV�LQ�����

DQG�WKUHH�WLPHV�DV�KLJK�DV�LQ�������/LNHZLVH��WKH�VKDUH�RI�SXEOLF�DLG�LQ�WRWDO�60(V

HQYLURQPHQWDO�LQYHVWPHQW�HQMR\V�D�VLJQLILFDQW�XSZDUG�WUHQG��WDEOH������

z PRUH�HPSKDVLV�LV�EHLQJ�SXW�RQ�SURMHFWV�VXEMHFW�WR�DVVLVWDQFH�W\SH�%�

7KH� ILUVW� 3,70$�SURJUDPPH� HQGHG� LQ� ����� DQG� D� QHZ�SURJUDPPH� �3,70$� ,,�� KDV

EHHQ�ODXQFKHG�IRU�WKH�SHULRG������������3,70$�,,�KDV�VLPLODU�DLPV�DQG�REMHFWLYHV�WR

3,70$�

7$%/(������3,70$�352*5$00(���*5$17�&29(5$*(�$6�$

3(5&(17$*(�2)�727$/�(19,5210(17$/�,19(670(17

$66,67$1&( 6,=(�&/$66

60(V��� /DUJH�ILUPV

7\SH�$

0LQLPXP�VWDQGDUGV�RI�HQYLURQPHQWDO�SURWHFWLRQ

+LJKHU�VWDQGDUGV�RI�HQYLURQPHQWDO�SURWHFWLRQ

���

���

���

���

7\SH�%

%DVLF�UHVHDUFK

$SSOLHG�UHVHDUFK

���

���

���

���

7\SH�& ���� ����
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6RXUFH��0LQLVWU\�RI�,QGXVWU\�DQG�(QHUJ\

7$%/(������60(V�%(1(),7,1*�)520�7+(�3,70$�352*5$00(��������

�P�SHVHWDV�

���� ���� ����

,QYHVWPHQW��$� ����� ����� �����

3XEOLF�$LG��%� ��� ���� ����

$LG�5DWLR���� ��� ��� ���

%DVTXH�&RXQWU\�LQLWLDWLYHV

7KH�%DVTXH�DXWKRULWLHV�SURYLGH�ILQDQFLDO�VXSSRUW�WKDW�PLJKW�KHOS�ILUPV�WR�LPSURYH�WKHLU

HQYLURQPHQWDO� SHUIRUPDQFH�� 7KH� W\SHV� RI� LQYHVWPHQW� VXSSRUWHG� DQG� WKH� SHUFHQWDJH

FRYHUHG�E\�SXEOLF�DLG�DUH�VKRZQ�LQ�7DEOH������(QYLURQPHQWDO�LQYHVWPHQWV�PDGH�E\�WKH

%DVTXH�)RXQGU\� LQGXVWU\�DPRXQWHG� WR���������PLOOLRQ�SHVHWDV�RYHU� WKH�SHULRG������

������)LJXUH�������7KH�VXSSRUW�SURYLGHG�E\�WKH�%DVTXH�(QYLURQPHQWDO�'HSDUWPHQW�DV

D�ZKROH�FRYHUHG�������RI�VXFK�LQYHVWPHQW��(QYLURQPHQWDO�LQYHVWPHQWV�DFFRXQWHG�IRU

���RI� WKH� WRWDO� LQYHVWPHQW�RI� WKH�%DVTXH� IRXQGU\� LQGXVWU\�RYHU� WKH� IRXU�\HDU� SHULRG

�����������7DEOH� ���� VKRZV� WKDW� WKH�PDMRULW\� RI� HQYLURQPHQWDO� LQYHVWPHQW� KDV� EHHQ

VSHQW�RQ�DEDWLQJ�DLU�HPLVVLRQV�

6RXUFH��(QYLURQPHQWDO�'HSDUWPHQW��%DVTXH�*RYHUQPHQW

7$%/(� ����� ,19(670(17�*(1(5$7('�%<�7+(� 3,70$�352*5$00(

�����������PLOOLRQ�SHVHWDV�

$5($6 ,19(670(17

/DQG�SROOXWLRQ

$WPRVSKHULF�SROOXWLRQ

:DWHU�SROOXWLRQ

2WKHUV

������

�������

�������

������

727$/ �������

7$%/(�����68%6,',(6�/,1.('�72�7+(�,03529(0(17�2)

(19,5210(17$/�3(5)250$1&(�

7<3(�2)�,19(670(17�6833257(' ��2)�38%/,&�$,'�29(5

727$/�,19(670(17

3XUFKDVH�DQG�LQVWDOODWLRQ�RI�HQYLURQPHQWDO�HTXLSPHQW 8S�WR����

0RYH�IURP�SROOXWLQJ�WR�OHVV�QRQ�SROOXWLQJ�IXHOV 8S�WR����

7R�FDUU\�RXW�HQYLURQPHQWDO�DXGLWV 8S�WR����
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),*85(������(19,5210(17$/�,19(670(17�$1'�68%6,',(6�:,7+,1

7+(�%$648(�)281'5<�,1'8675<

6RXUFH��(QYLURQPHQWDO�'HSDUWPHQW��%DVTXH�*RYHUQPHQW�
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7$%/(������(19,5210(17$/�,19(670(176�:,7+,1�7+(�%$648(

)281'5<�,1'8675<�%<�0$-25�$5($6������������P�3HVHWDV�
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6ROLG�ZDVWH

�������

�����

���

����

���

���
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���� (QYLURQPHQWDO�3ROLF\

������ 8.�(QYLURQPHQWDO�3ROLF\

$LU

$LU� SROOXWLRQ� FRQWUROV� DUH� FXUUHQWO\� KDYLQJ� D� VLJQLILFDQW� LPSDFW� RQ�8.� IRXQGULHV�� %\

ZD\� RI� FRQWUDVW�� DXWRPRWLYH� FRPSRQHQW� VXSSOLHUV� DUH� OLWWOH� DIIHFWHG�� DSDUW� IURP

FRQWUROV�RQ�92&�HPLVVLRQV�IURP�SDLQW�VKRSV�

(QYLURQPHQWDO� UHJXODWLRQ� KDV� RQO\� UHFHQWO\� EHJXQ� WR� KDYH� D� VLJQLILFDQW� LPSDFW� RQ

IRXQGULHV��3ULRU�WR�WKH�(QYLURQPHQWDO�3URWHFWLRQ�$FW�������WKH�&OHDQ�$LU�$FWV�RI�����

DQG������SURYLGHG�WKH�RQO\�HQYLURQPHQWDO�FRQWUROV�RQ�LURQ�IRXQGULHV��$OWKRXJK�PDQ\

IRXQGULHV� KDG� JULW� DUUHVWPHQW� SODQW� ILWWHG� LQ� RUGHU� WR� FRPSO\� ZLWK� WKLV� OHJLVODWLRQ�

LPSDFWV� RQ� WKH� HQYLURQPHQW�ZHUH� VWLOO� VLJQLILFDQW�� $WWHPSWV� ZHUH� PDGH� WR� LQWURGXFH

PRUH�HIIHFWLYH�HQYLURQPHQWDO�FRQWUROV�WR�WKLV�VHFWRU�E\�WKH�:RUNLQJ�3DUW\�RQ�*ULW�DQG

'XVW�(PLVVLRQV��ZKLFK�SURSRVHG�SDUWLFXODWH�HPLVVLRQ�OLPLWV�LQ��������+RZHYHU�

µ,QGXVWU\�OREE\LQJ�VXFFHHGHG�LQ�NHHSLQJ�WKH�UHJXODWLRQV�RI�WKH�VWDWXWH�ERRN�IRU

WKH� UHVW�RI� WKH�GHFDGH� �� DQG� WKHQ� IRU� WKH�ZKROH� RI� WKH� ����V� DV�ZHOO��%\� DQ\

WRNHQ�WKH�VHFWRU�KDV�EHQHILWHG�IURP�D�YHU\�ORQJ�SHULRG�RI�JUDFH¶��

)RXQGULHV� DUH� QRZ� VFKHGXOHG� DV� µ3DUW� %¶� SURFHVVHV� XQGHU� WKH� (QYLURQPHQWDO

3URWHFWLRQ�$FW�������3DUW�%�SURFHVVHV��UHJXODWHG�XQGHU�/RFDO�$XWKRULW\�$LU�3ROOXWLRQ

&RQWURO� �/$$3&��� UHTXLUH� DQ� DXWKRULVDWLRQ� IURP� WKH� ORFDO� DXWKRULW\� LQ� RUGHU� WR

RSHUDWH�� /RFDO� DXWKRULWLHV� DUH� JLYHQ� JXLGDQFH� RQ�ZKDW� DXWKRULVDWLRQV� VKRXOG� FRQWDLQ

WKURXJK�3URFHVV�*XLGDQFH�1RWHV�SURGXFHG�E\�FHQWUDO�JRYHUQPHQW�

7KHUH�DUH� WKUHH� VHWV�RI�SURFHVV�JXLGDQFH�QRWHV� UHOHYDQW� WR� IRXQGULHV����7KHVH� VSHFLI\

TXDQWLWDWLYH�HPLVVLRQV�OLPLWV��DV�ZHOO�DV�FRQWDLQLQJ�JHQHUDO�UHTXLUHPHQWV�RQ�PRQLWRULQJ�

VDPSOLQJ�DQG�HPLVVLRQV�PHDVXUHPHQW��PDWHULDOV�KDQGOLQJ��SURFHVV�RSHUDWLRQ�� FKLPQH\

KHLJKW�DQG�JHQHUDO�RSHUDWLRQV��7KH�PRVW�VLJQLILFDQW�HPLVVLRQ�OLPLWV�UHIHU�WR�SDUWLFXODWH

PDWWHU� IURP� PHOWLQJ� RSHUDWLRQV� DQG� 92&V� DQG� DPPRQLD� IURP� PRXOG� PDNLQJ�

FRUHPDNLQJ�DQG�FDVWLQJ�RSHUDWLRQV�

7KH�JXLGDQFH�QRWHV�ZHUH�LVVXHG�LQ�������DQG�IRXQGULHV�ZHUH�UHTXLUHG�WR�DSSO\�IRU�DQ

DXWKRULVDWLRQ� IURP� WKHLU� ORFDO� DXWKRULW\� E\� 0DUFK� ������ 7KH� DXWKRULVDWLRQ� SURFHVV

WDNHV�SODFH�LQ�WZR�VWDJHV��7KH�LQLWLDO�DXWKRULVDWLRQ�JLYHV�SHUPLVVLRQ�IRU�WKH�RSHUDWRU�WR

FRQWLQXH�WR�RSHUDWH� WKH�H[LVWLQJ�SURFHVV�RQ�WKH�EDVLV�RI� WKH�H[LVWLQJ�OHYHO�RI�SROOXWLRQ

FRQWURO�DFKLHYDEOH�XVLQJ�WKH�SODQW�DQG�HTXLSPHQW�H[LVWLQJ�DW�WKH�SURFHVV�DW�WKH�WLPH�RI

DXWKRULVDWLRQ�

7KH�VHFRQG�VWDJH�UHTXLUHV�µXSJUDGLQJ¶��ZKHUHE\�RSHUDWRUV�EULQJ�WKHLU�SURFHVV�XS�WR�WKH

VWDQGDUGV�GHVFULEHG�LQ�WKH�SURFHVV�JXLGDQFH�QRWHV��7KLV�LV�ZKHQ�WKH�UHDO�LPSDFW�RI�WKH

�����������������������������������������������

�� 'LH�FDVW�IRU�LURQ�IRXQGULHV�E\�QHZ�SROOXWLRQ�FRQWURO�UXOHV��(1'6������0DUFK�������SDJHV�������
�� 6HFUHWDU\�RI�6WDWH
V�*XLGDQFH�(OHFWULFDO�DQG�URWDU\�IXUQDFHV��'HSDUWPHQW�RI�WKH�(QYLURQPHQW��3*

���������-XO\�������6HFUHWDU\�RI�6WDWH
V�*XLGDQFH�+RW�DQG�FROG�EODVW�FXSRODV��'HSDUWPHQW�RI� WKH

(QYLURQPHQW��3*���������� -XO\�������6HFUHWDU\�RI�6WDWH
V�*XLGDQFH�� ,URQ�� VWHHO� DQG� QRQ�IHUURXV

PHWDO�IRXQGU\�SURFHVVHV��3*����������-XO\������
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OHJLVODWLRQ�ZLOO� WDNH� SODFH�� )RXQGULHV�PXVW� XSJUDGH� E\�$SULO� ������ %RWK� HOHFWULF� DQG

FXSROD�PHOWLQJ�PXVW�FRPSO\�ZLWK�DQ�HPLVVLRQ�VWDQGDUG�RI����PJ�P��LI�PHOWLQJ�FDSDFLW\

LV� IRXU� WRQQHV�KRXU� RU� JUHDWHU�� 1R� HPLVVLRQ� OLPLWV� DUH� VSHFLILHG� IRU� VPDOOHU� SODQW� WR

ZKLFK� ZHW� DUUHVWPHQW� SODQW� RU� PRUH� HIILFLHQW� IXPH� DUUHVWPHQW� SODQW� PXVW� EH� ILWWHG�

0RGHVW�XSJUDGLQJ�PD\�EH�QHFHVVDU\�WR�DFKLHYH�FRPSOLDQFH�ZLWK�WKH�H[LVWLQJ�OHJLVODWLRQ

DQG�RU�DQ\� LQWHULP�VWDQGDUGV� LQFOXGHG� LQ� WKH�SURFHVV�JXLGDQFH�QRWHV��1HZ�HTXLSPHQW

PXVW�FRPSO\�ZLWK�WKH�UHOHYDQW�SURFHVV�JXLGDQFH�QRWH�DV�VRRQ�DV�LW�LV�FRPPLVVLRQHG�

3URFHVV� JXLGDQFH� QRWHV� DUH� UHYLHZHG� HYHU\� IRXU� \HDUV� WR� DOORZ� IRU� GHYHORSPHQWV� LQ

DEDWHPHQW�WHFKQRORJ\��7KH�QHZ�VWDQGDUGV�IRU������KDYH�QRW�\HW�EHHQ�ILQDOLVHG�EXW�WKH

PRVW�VLJQLILFDQW�FKDQJHV�DUH�OLNHO\�WR�EH�

z D�UHGXFWLRQ�RI�WKH�SDUWLFXODWH�HPLVVLRQV�OLPLWV�IURP�ERWK�HOHFWULF�PHOWLQJ�DQG�FXSROD

PHOWLQJ� IURP� ���PJ�P�� WR� ��PJ�P��� )RXQGULHV� ZLOO� KDYH� XQWLO� ����� WR� FRPSO\

ZLWK�WKH�QHZ�OLPLW�

z D�UHILQHPHQW�WR�WKH�FXW�RII�SRLQW�IRU�HPLVVLRQV�OLPLWV�IRU�VPDOO�FXSRODV��,Q� WKH�ILUVW

JXLGDQFH�QRWHV��QR�HPLVVLRQV�OLPLWV�ZHUH�VSHFLILHG�IRU�FXSROD�PHOWLQJ�IXUQDFHV�ZLWK

D�FDSDFLW\�RI�OHVV�WKDQ���WRQQHV�DQ�KRXU��)URP�$SULO������� LW� LV� OLNHO\�WKDW�VPDOOHU

IXUQDFHV�ZLWK�D�WRWDO�SURGXFWLRQ�UDWH�RI�PRUH�WKDQ�����WRQQHV�SHU�ZHHN�ZLOO�KDYH

WR�FRPSO\�ZLWK�WKH�SDUWLFXODWH�HPLVVLRQ�OLPLW�RI����PJ�P��

z HPLVVLRQV�OLPLWV�IRU�92&V�DQG�DPPRQLD�ZLOO�UHPDLQ�WKH�VDPH��EXW�ZLOO�EH�H[WHQGHG

EH\RQG� LQYHVWPHQW� FDVWLQJ� DQG� VDQG� UHFODPDWLRQ��7KLV� UHVWULFWLRQ� KDV� WDNHQ� VRPH

SUHVVXUH� RII� IRXQGULHV�� ZKLFK�PLJKW� RWKHUZLVH� KDYH� EHHQ� UHTXLUHG� WR�PDNH� ODUJH

FRPSOLDQFH�LQYHVWPHQWV�

(PLVVLRQV� WR� DLU� DUH� QRW� DQ� LVVXH� IRU� WKH� PDMRULW\� RI� FRPSRQHQWV� PDQXIDFWXULQJ

FRPSDQLHV��XQOHVV� WKH\�KDYH�SDLQW� VKRSV��/DUJH�SDLQWLQJ�RSHUDWLRQV�DUH�SUHVFULEHG� DV

3DUW� %� SURFHVV� XQGHU� WKH� (QYLURQPHQWDO� 3URWHFWLRQ� $FW� ������ 3DLQW� VKRSV� DUH

UHJXODWHG� ��� WRQQHV� RU�PRUH� RI� SDLQW� DUH� VSUD\HG� RU� ILYH� WRQQHV� RU�PRUH� RI� RUJDQLF

VROYHQWV�DUH�XVHG�RYHU�D����PRQWK�SHULRG�

:DWHU

%RWK� IRXQGULHV� DQG� WKH� PDQXIDFWXUH� RI� DXWRPRWLYH� FRPSRQHQWV� JLYH� ULVH� WR� OLTXLG

ZDVWHV��(PLVVLRQV�WR�ZDWHU�DUH�UHJXODWHG�E\�+0�,QVSHFWRUDWH�RI�3ROOXWLRQ��+0,3��RU

WKH�1DWLRQDO�5LYHUV�$XWKRULW\��IRU�VXUIDFH�ZDWHUV��DQG�WKH�ORFDO�ZDWHU�FRPSDQ\�LQ�WKH

FDVH�RI�GLVFKDUJH�WR�WKH�VHZHU��'LVSRVDO�WR�WKH�VHZHU�LV�WKH�PRVW�OLNHO\�URXWH�

7KH�VWDWXWRU\�SURYLVLRQV�FRYHULQJ�GLVFKDUJHV�WR�VHZHUV�DUH�WKH�3XEOLF�+HDOWK��'UDLQDJH

RI�7UDGH�3UHPLVHV�$FW�� ������ WKH�:DWHU�$FW� ����� DQG� WKH�&RQWURO� RI� 3ROOXWLRQ�$FW

������(QIRUFHPHQW� LV� FDUULHG�RXW� E\� WKH� UHJLRQDO�:DWHU�&RPSDQLHV��7KH� ORFDO�ZDWHU

FRPSDQ\�LVVXHV�FRQVHQWV�ZKLFK�VSHFLI\�WKH�PLQLPXP�TXDOLW\�RI�WKH�HIIOXHQW�GLVFKDUJHG�

7KLV�PD\�VSHFLI\�TXDQWLWLHV��IORZ�UDWHV��S+��WHPSHUDWXUH�DQG�VXVSHQGHG�VROLGV�OHYHOV��,Q

VHWWLQJ�WKHVH�SDUDPHWHUV��WKH�ZDWHU�FRPSDQ\�FDQ�HQVXUH�WKDW�HIIOXHQW�ZLOO�QRW�DGYHUVHO\

DIIHFW� WKH� UHFHLYLQJ� VHZDJH� WUHDWPHQW� ZRUNV�� 6RPH� FRPSDQLHV� KDYH� ODUJH� HIIOXHQW

KROGLQJ�SLWV�ZKLFK�DUH�VDPSOHG�E\�WKH�ZDWHU�FRPSDQ\�EHIRUH�WKH\�DUH�HPSWLHG� WR� WKH

VHZHU�



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

��

7KH�FKDUJH�IRU�WUDGH�HIIOXHQW�LV�EDVHG�RQ�WKH�0RJGHQ�)RUPXOD�

7RWDO�FKDUJH�SHU�&XELF�PHWUHV� 

8QLW�FRVW�RI�UHFHSWLRQ�DQG�FRQYH\DQFH�RI�VHZDJH��

8QLW�FRVW�RI�SUHOLPLQDU\�DQG�SULPDU\�WUHDWPHQW���

�&2'� VDPSOH�&2'� DYHUDJH� HIIOXHQW�� [� XQLW� FRVW� RI� ELRORJLFDO� R[LGDWLRQ

WUHDWPHQW���

�VXVSHQGHG� VROLGV� VDPSOH�DYHUDJH� HIIOXHQW� VXVSHQGHG� VROLGV�� [� XQLW� FRVW� RI

WUHDWPHQW�DQG�GLVSRVDO�RI�VOXGJH

&RPSDQLHV�WKHUHIRUH�KDYH�DQ�LQFHQWLYH�WR�UHGXFH�WKH�TXDQWLW\�RI�HIIOXHQW�WKH\�GLVFKDUJH

DQG� WR� LPSURYH� LWV� TXDOLW\� �L�H�� WR� UHGXFH� FKHPLFDO� R[\JHQ� GHPDQG� DQG� VXVSHQGHG

VROLGV��

6ROLG�:DVWH

)RXQGULHV�DQG�DXWRPRWLYH�FRPSRQHQW�PDQXIDFWXUH�ERWK�JLYH�ULVH�WR�WKH�SURGXFWLRQ�RI

VROLG�ZDVWH��8QGHU�WKH�(QYLURQPHQWDO�3URWHFWLRQ�$FW��ZDVWH�SURGXFHUV�DUH�ERXQG�E\�D

µGXW\�RI�FDUH¶��7KLV�SODFHV�UHVSRQVLELOLW\�IRU�WKH�ZDVWH�RQ�WKH�ZDVWH�SURGXFHU�XQWLO�WKH

ZDVWH� LV� WUDQVIHUUHG� WR� D� OLFHQVHG� ZDVWH� GLVSRVDO� IDFLOLW\�� 7KH� ZDVWH� SURGXFHU� LV

WKHUHIRUH� HQFRXUDJHG� WR� XVH� D� UHSXWDEOH� FRQWUDFWRU�� 0RVW� ZDVWH� IURP� WKH� WZR

LQGXVWULHV�JRHV�WR�ODQGILOO�

6SHFLDO��WR[LF��ZDVWHV�PXVW�EH�DFFRPSDQLHG�E\�D�VWDWXWRU\�FRQVLJQPHQW�QRWH�� D�FRS\

RI� ZKLFK� PXVW� DOVR� EH� VHQW� WR� WKH� ZDVWH� GLVSRVDO� DXWKRULW\� RU� ZDVWH� UHJXODWLRQ

DXWKRULW\��XQGHU�WKH�&RQWURO�RI�3ROOXWLRQ��VSHFLDO�ZDVWH��UHJXODWLRQ������

&RQWDPLQDWHG�/DQG

6RPH�IRUP�RI� OLDELOLW\�IRU�GDPDJH�FDXVHG�E\�FRQWDPLQDWHG�ODQG�PD\�EH�LQWURGXFHG�LQ

WKH� IXWXUH�� DOWKRXJK� WKH� *RYHUQPHQW� KDV� VR� IDU� UHMHFWHG� WKLV� LGHD�� +RZHYHU� WKH

JRYHUQPHQW�VXJJHVWHG�WKDW�WKH�SULQFLSOHV�RI�OLDELOLW\�VKRXOG�ILUVW�EH�WHVWHG�LQ�WKH�FRXUWV�

7KH� PDQXIDFWXUH� RI� PHWDO� JRRGV� KDV� EHHQ� OLVWHG� E\� WKH� +RXVH� RI� &RPPRQV� 6HOHFW

&RPPLWWHH�RQ�WKH�(QYLURQPHQW���DV�D�ODQG�XVH�ZKLFK�PD\�JLYH�ULVH� WR�FRQWDPLQDWLRQ�

7KH�&RPPLWWHH�XUJHG�WKH�*RYHUQPHQW� WR�FRQVLGHU� WKH�FUHDWLRQ�RI�D�VWDWXWRU\�OLDELOLW\

IUDPHZRUN�

�����������������������������������������������

�� +RXVH�RI�&RPPRQV�6HOHFW�&RPPLWWHH�RQ�WKH�(QYLURQPHQW� ��VW�5HSRUW�&RQWDPLQDWHG�/DQG �

-DQXDU\������
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������ 6SDQLVK�(QYLURQPHQWDO�3ROLF\

$LU

7KH� ������ /DZ� RQ� (QYLURQPHQWDO� $LU� 3URWHFWLRQ� DQG� WKH� ��������� 'HFUHH� ZKLFK

LPSOHPHQWV�WKLV�/DZ�SURYLGHV�WKH�OHJLVODWLYH�IUDPHZRUN�IRU�WKH�6SDQLVK�SURJUDPPH�RQ

DLU�SROOXWLRQ�FRQWURO��7KH������'HFUHH�HVWDEOLVKHG�DLU�TXDOLW\� VWDQGDUGV� DQG� HPLVVLRQ

OLPLWV� IRU� SDUWLFXODU� JURXSV� RI� LQGXVWULDO� DFWLYLWLHV�� )RU� VRPH� HQYLURQPHQWDO� PDWWHUV�

UHJLRQDO� ERGLHV� DUH� LQ� FKDUJH� RI� WKH� SURFHVV� RI� LPSOHPHQWDWLRQ� DQG� PRQLWRULQJ� RI

HQYLURQPHQWDO� OHJLVODWLRQ�� 0RUHRYHU�� YHU\� RIWHQ� WKH\� FDQ� LQWURGXFH� PRUH� VHYHUH

HQYLURQPHQWDO� UHTXLUHPHQWV� WKDQ� WKRVH� HVWDEOLVKHG� E\� QDWLRQDO� OHJLVODWLRQ�

,PSOHPHQWDWLRQ� RI� DLU� TXDOLW\� VWDQGDUGV� LV� WKH� UHVSRQVLELOLW\� RI� WKH� (QYLURQPHQW

0LQLVWU\�LQ�WKH�%DVTXH�&RXQWU\��,PSOHPHQWDWLRQ�RI�HPLVVLRQ�OLPLWV�IDOOV�WR�WKH�0LQLVWU\

IRU�,QGXVWU\�

7KUHH�JURXSV�RI�LQGXVWULDO�DFWLYLWLHV�DUH�WDNHQ�LQWR�DFFRXQW�GHSHQGLQJ�RQ�WKHLU�SROOXWLQJ

FDSDFLW\��*URXS�$�IRU�KLJKO\�SROOXWLQJ�DFWLYLWLHV��*URXS�%�IRU�DFWLYLWLHV�FRQVLGHUHG�DV

EHLQJ�LQWHUPHGLDWH�DQG�*URXS�&�IRU�WKH�OHVV�SROOXWLQJ�DFWLYLWLHV�

)RXQGULHV� EHORQJ� HLWKHU� WR�*URXS�$� RU� WR�*URXS�%� GHSHQGLQJ� RQ� IXUQDFH� FDSDFLW\�

)RXQGULHV�ZLWK� IXUQDFHV�ZLWK� D� FDSDFLW\� RI� DERYH� ��� WRQQHV� SHU� KRXU� DUH� FODVVHG� DV

*URXS�$� DQG� IRXQGULHV�ZLWK� VPDOOHU� IXUQDFHV� EHORQJ� WR�*URXS�%��*URXSV�$� DQG�1

GLIIHU� RQO\� LQ� WKH� OLFHQVLQJ� DQG� FRQWURO� UHTXLUHPHQWV� �� HPLVVLRQ� OLPLWV� DUH� LGHQWLFDO�

0RXOGLQJ�SURFHVVHV�DQG�VDQG�FDVWLQJ�DFWLYLWLHV�DUH�LQ�*URXS�&�

7KH�RQO\�VSHFLILF�UHJXODWLRQ�IRU�IRXQGULHV�LV�IRU�SDUWLFXODWH�HPLVVLRQV�IURP�FXSROD

PHOWLQJ��(PLVVLRQ�OLPLWV�IRU�FXSROD�PHOWLQJ�ZHUH�LQWURGXFHG�LQ�������7KH�FXUUHQW

HPLVVLRQV�OLPLW�IRU�VPDOO�FXSRODV�LV�����PJ�1P
�
��DQG�IRU�ODUJHU�FXSRODV����PJ�1P

�
�

DV�VKRZQ�LQ�7DEOH�����

2WKHU� W\SHV�RI�IXUQDFHV�DQG�SURFHVVHV�DUH�QRW�VXEMHFW� WR�VSHFLILF� UXOHV�PXVW�PHHW� WKH

HPLVVLRQ� OLPLWV� VKRZQ� LQ� 7DEOH� ����� 7KHVH� JHQHULF� OLPLWV� PXVW� DOVR� EH� PHW� E\� ILUPV

EHORQJLQJ�WR�WKH�DXWRPRWLYH�SDUWV�LQGXVWU\�

6RXUFH��'HFUHH���������

7$%/(������(0,66,21�/,0,76�2)�6863(1'('�3$57,&/(6�)25

&832/$�0(/7,1*�352&(66(6

7<3(�2)�&832/$

�7RQQH�KRXU�FDSDFLW\�
(0,66,21�/(9(/6��PJ�1P��

([LVWLQJ�LQVWDOODWLRQV 1HZ�LQVWDOODWLRQV �����IRUHFDVW

����DQG�!�� ��� ��� ���

!�� ��� ��� ���
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6RXUFH��'HFUHH���������

:DWHU

/DZ�������DQG�'HFUHH��������SURYLGH�WKH�OHJDO�IUDPHZRUN�IRU�ZDWHU�PDQDJHPHQW� LQ

6SDLQ�� 8QGHU� WKLV� UHJXODWRU\� IUDPHZRUN� WKH� µ+\GURJUDSKLF� &RQIHGHUDWLRQV¶� DUH� LQ

FKDUJH� RI� OLFHQVLQJ� DQG� FRQWUROOLQJ�ZDWHU�ZDVWH� SURFHVVHV�� 7KHUH� DUH� D� FROOHFWLRQ� RI

RUGLQDQFHV�UHJXODWLQJ�WKH�GXPSLQJ�RI�VHYHUDO�GDQJHURXV�VXEVWDQFHV�LQWR�ZDWHU��7KHVH

RUGLQDQFHV�KDYH�EHHQ�DGDSWHG�IURP�(8�OHJLVODWLRQ��DOWKRXJK�'HFUHH��������HVWDEOLVKHG

OLPLWV�DQG�WKH�WD[�OHYLHG�

7KH� �������'HFUHH�PDNHV� D� GLVWLQFWLRQ� EHWZHHQ� WZR�GLIIHUHQW� W\SHV� RI�ZDVWH�ZDWHU�

LQGXVWULDO� DQG� XUEDQ� ZDVWH� ZDWHU�� 8UEDQ� ZDVWH� ZDWHU� LV� FODVVLILHG� LQWR� WKUHH� W\SHV

GHSHQGLQJ�RQ�WKH�DUHD�ZKHUH�WKH�ZDVWH� LV�GLVFKDUJHG�LQWR�WKH�ULYHU��QRQ�LQGXVWULDOLVHG

DUHDV�� DUHDV� RI� LQWHUPHGLDWH� LQGXVWULDOLVDWLRQ� DQG� DUHDV� ZKLFK� DUH� YHU\� LQGXVWULDOLVHG�

,QGXVWULDO� ZDVWH� ZDWHU� LV� FODVVLILHG� DFFRUGLQJ� WR� WKH� OHYHO� RI� SROOXWLRQ� LW� LV� OLNHO\� WR

FDXVH���ORZ��PHGLXP�RU�KLJK���DQG�WKH�TXDOLW\�RI�WKH�ZDWHU�LQWR�ZKLFK�LW�LV�GLVFKDUJHG�

%DVTXH�&RXQWU\� ILUPV� DUH� UHTXLUHG� WR�PHHW� WKH� WRXJKHVW� GHPDQGV�� +RZHYHU�� ZKHUH

WHFKQLFDO� SUREOHPV� SUHYHQW� FRPSOLDQFH� ILUPV� DUH� DOORZHG� WR� RSHUDWH� XQGHU� OHVV

UHVWULFWLYH�OLPLWV���

7KH�ZDWHU�ELOO� LV�GHSHQGHQW�RQ�ERWK� WKH�TXDOLW\�DQG� WKH�TXDQWLW\� RI�ZDWHU� GLVFKDUJHG

LQWR�WKH�ULYHU�DQG�LV�FDOFXODWHG�DFFRUGLQJ�WR�WKH�IROORZLQJ�IRUPXOD�

:DWHU�ELOO��SHVHWDV� �9�[�N�[������[��������

�����������������������������������������������

��
7R�D� ODUJH�H[WHQW�� WKH�+\GURJUDSKLF�&RQIHGHUDWLRQV�HVWDEOLVK� WKH�ZDWHU�ELOO�E\�PHDQV�RI�DQ� LQGLYLGXDO

DQDO\VLV�RI�HYHU\�ILUP�

7$%/(������(0,66,21�/,0,76�)25�$&7,9,7,(6�127�(;35(66/<

5(*8/$7('

32//87$17 (0,66,21�/,0,7 81,76

3DUWLFXODWH�PDWWHU

62�

&2

12[

)OXRULGH

��3DVWXUH�DUHDV

��2WKHU�DUHDV

&O

+&O

6+�

���

�����

���

���

��

��

���

���

��

PJ�1P�

PJ�1P�

SSP

SSP

PJ�1P�

PJ�1P�

PJ�1P�

PJ�1P�

PJ�1P�
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:KHUH�� 9� LV� $PRXQW� RI� ZDVWH� GLVFKDUJHG� LQWR� WKH� ULYHU� SHU� \HDU� �P���� DQG� N� LV� D

FRQVWDQW�DIIHFWLQJ�ILUPV�DFFRUGLQJ�WR�WKH�FULWHULD�ODLG�RXW�LQ�7DEOH�����

7$%/(������'(7(50,1$7,21�2)�7+(�:$67(�:$7(5�%,//

7<3(�2)�:$67( '(*5((�2)�(19,5210(17$/

5(48,5(0(17

�:DVWH�OLPLWV�

/RZ 0HGLXP +LJK

8UEDQ�

��1RQ�LQGXVWULDOLVHG�DUHD

��,QWHUPHGLDWH�GHJUHH�RI�LQGXVWULDOLVDWLRQ

��9HU\�LQGXVWULDOLVHG�DUHD

���

���

���

����

����

����

����

����

����

,QGXVWULDO�

��/HVV�SROOXWDQW

��,QWHUPHGLDWH�SROOXWDQW

��9HU\�SROOXWDQW

���

���

���

����

����

����

����

����

����

6RXUFH��'HFUHH�������

:DVWH

6ROLG�ZDVWH�PDQDJHPHQW� �QDPHO\�PXQLFLSDO� VROLG�ZDVWH�� KDV� EHHQ� WKH�PRVW� G\QDPLF

HQYLURQPHQWDO�SURWHFWLRQ�DFWLYLW\�RYHU�WKH�ODVW�IHZ�\HDUV�ZLWKLQ�6SDLQ��+RZHYHU��WKHUH

DUH� VRPH� DUHDV� LQ� ZKLFK� D� PRUH� LQWHQVLYH� HIIRUW� LV� QHHGHG�� 0RUH� WKDQ� WZR� PLOOLRQ

WRQQHV�RI�WR[LF�DQG�GDQJHURXV�LQGXVWULDO�ZDVWH�DUH�GLUHFWO\�GLVFKDUJHG�LQWR�WKH�VHD�DQG

ULYHUV�� 7KH�1DWLRQDO� 3ODQ� RQ� ,QGXVWULDO� :DVWHV� UHSUHVHQWV� DQ� LPSRUWDQW� DWWHPSW� WR

VROYH�WKLV�SUREOHP��$V�GHVFULEHG�DERYH��D�FKDUJH�IRU�GLVFKDUJLQJ� OLTXLG�ZDVWHV� WR� WKH

VHD�DQG�ULYHUV�ZDV�LQWURGXFHG�LQ�VRPH�SDUWV�RI�6SDLQ�LQ�������+RZHYHU��VROLG�LQGXVWULDO

ZDVWH�LV�D�SUREOHP�ZKHUH�VXIILFLHQW�HIIRUWV�KDYH�QRW�\HW�EHHQ�PDGH�

7RJHWKHU� ZLWK� WKH� 1DWLRQDO� 3ODQ� RQ� ,QGXVWULDO� :DVWHV�� QDWLRQDO� DXWKRULWLHV� KDYH

ODXQFKHG� VHYHUDO� VHFWRUDO� 3ODQV� ZKLFK� IRFXV� RQ� SDUWLFXODU� LQGXVWULDO� VHFWRUV�� 7KH

REMHFWLYH� LV� WR� PDNH� UHFRPPHQGDWLRQV� IRU� HDFK� VHFWRU� LQ� WHUPV� RI� ZKDW� DFWLRQ� LV

QHHGHG� WR� RYHUFRPH� WKHLU� HQYLURQPHQWDO� SUREOHPV�� $OO� ILUPV� SURGXFLQJ� WR[LF� RU

GDQJHURXV� ZDVWH� KDYH� WR� PDNH� DQ� DQQXDO� GHFODUDWLRQ� RI� WKH� W\SHV� DQG� DPRXQWV� RI

ZDVWH�SURGXFHG�

7KH���������%DVLF�/DZ�RQ�7R[LF�DQG�'DQJHURXV�:DVWH�DQG�'HFUHH��������IRUP��WKH

OHJDO� IUDPHZRUN� IRU� ZDVWH� PDQDJHPHQW�� 'HFUHH� �������� PDGH� WKH� %DVTXH

(QYLURQPHQWDO� 'HSDUWPHQW� WKH� ERG\� UHVSRQVLEOH� IRU� ZDVWH� PDQDJHPHQW� DFURVV� WKH

%DVTXH�&RXQWU\�
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���� (PSOR\PHQW�DQG�7UDLQLQJ

����� 2YHUYLHZ�RI�7UDLQLQJ�LQ�WKH�8.

&XUUHQW�WUDLQLQJ�LQLWLDWLYHV

*RYHUQPHQW� SURYLVLRQ� IRU� LQGXVWULDO� WUDLQLQJ� FKDQJHG� DW� WKH� HQG� RI� WKH� ����V�� 7KH

SUHYLRXV�,QGXVWULDO�7UDLQLQJ�%RDUGV�ZHUH�UHSODFHG�E\�7UDLQLQJ�DQG�(QWHUSULVH�&RXQFLOV

�7(&V��� 7KHVH� UHO\� KHDYLO\� RQ� JRYHUQPHQW� IXQGLQJ� DOWKRXJK� WKH\� ZHUH� LQWHQGHG� WR

GHULYH�D�VXEVWDQWLDO�SURSRUWLRQ�RI�WKHLU�UHYHQXH�IURP�ORFDO�HPSOR\HUV�

7(&V�DUH�OHG�E\�HPSOR\HUV�ZLWK�RSWLRQDO�WUDGH�XQLRQ�UHSUHVHQWDWLRQ��0RVW�RI�WKHP�DUH

VSHQW�WUDLQLQJ�SHRSOH�ZKR�ZRXOG�RWKHUZLVH�EH�XQHPSOR\HG��$OO�IXQGLQJ��ZKHWKHU�LQ�WKH

IRUP�RI�JUDQWV�WR�EXVLQHVVHV�RU�WUDLQLQJ�IRU�WKH�XQHPSOR\HG��KDV�WR�EH�GLUHFWHG�WRZDUGV

WKH�DFTXLVLWLRQ�RI�1DWLRQDO�9RFDWLRQDO�4XDOLILFDWLRQV��194V���&RPSDQLHV�FDQ�UHFHLYH

JUDQWV�IURP�WKHLU�ORFDO�7(&�IRU�XS�WR�����RI�WKH�FRVW�RI�WUDLQLQJ�

7KH� 194� VFKHPH� LV� D� WUDLQLQJ� LQLWLDWLYH� EDVHG� XSRQ� WHVWLQJ� WKH� FRPSHWHQFH� RI

HPSOR\HHV�LQ�D�ZRUN�VLWXDWLRQ��7KH�VFKHPH�LV�QRW�FRQFHUQHG�ZLWK�WKH�DFWXDO�PHWKRG�RI

WUDLQLQJ���,W� LV�EDVHG�RQ�WKH�SUHPLVH�WKDW� WKHUH�DUH�GLIIHUHQW� OHDUQLQJ� URXWHV�DQG� WKDW�D

VWDQGDUG� FDQQRW� EH� GHILQHG� E\� WKH� OHDUQLQJ� URXWH� WDNHQ�� 7KHUH� DUH� �� OHYHOV� RI�194�

UDQJLQJ� IURP�� /HYHO� �� DSSOLFDEOH� WR� D� EDVLF� RSHUDWRU�� /HYHO� �� IRU� DQ� RSHUDWRU� ZLWK

KLJKHU�VNLOOV��/HYHO���IRU�D�FUDIWVPDQ�DQG�WHFKQLFLDQV��/HYHO���IRU�WHFKQLFLDQ�HQJLQHHUV�

DQG�/HYHO���IRU�SURIHVVLRQDO�HQJLQHHUV��VFLHQWLVWV�DQG�WHFKQRORJLVWV�

7KH�1DWLRQDO�&RXQFLO�IRU�9RFDWLRQDO�4XDOLILFDWLRQV�� HVWDEOLVKHG� � LQ�������ZRUNV�ZLWK

LQGXVWU\� WR� VSHFLI\� WKH� UHOHYDQW� FULWHULD� RI� DVVHVVPHQW� IRU� LQGLYLGXDO� HPSOR\PHQW

VHFWRUV��$W�WKH�PRPHQW�IRXQGU\�VNLOOV�DUH�FDWHUHG�IRU�DV�DQ�RSWLRQ�LQ�WKH�µ(QJLQHHULQJ

0DWHULDO� 3URFHVVLQJ¶� 194� DW� /HYHO� ��� 7KLV� DOORZV� FDQGLGDWHV� WR� VHOHFW� WKHLU� PDLQ

RSWLRQ�IURP�FRUHPDNLQJ��PRXOGLQJ�RU�SDWWHUQ�PDNLQJ��7KHUH�LV�DOVR�D�VSHFLILF�194�IRU

KLJK� SUHVVXUH� DOXPLQLXP� GLH� FDVWLQJ�� 7KH� DVVHVVPHQW� LV� XQGHUWDNHQ� E\� DQ� DVVHVVRU

UHJLVWHUHG�E\�(Q7UD��WKH�(QJLQHHULQJ�7UDLQLQJ�$VVRFLDWLRQ�

,QYHVWRUV�LQ�3HRSOH

7KH�,QYHVWRUV� LQ�3HRSOH��,L3��6WDQGDUG�ZDV�GHYHORSHG�LQ�������7R�JDLQ�WKH�VWDQGDUG�

FRPSDQLHV� PXVW� SODQ� DQG� LPSOHPHQW� WUDLQLQJ� V\VWHPDWLFDOO\� DQG� UHODWH� WUDLQLQJ� WR

FRPSDQ\�VWUDWHJLHV�DQG�WKH�QHHGV�RI�LQGLYLGXDOV�DQG�WKH�EXVLQHVV��5HVHDUFK�FRQGXFWHG

E\�WKH�,QVWLWXWH�RI�0DQSRZHU�6WXGLHV�KDV�VKRZQ�WKDW�,L3�LV�KDYLQJ�D�SRVLWLYH�HIIHFW�RQ

WUDLQLQJ� DQG� GHYHORSPHQW� DQG� FDQ� SOD\� D� NH\� UROH� LQ� LPSURYLQJ� EXVLQHVV� SUDFWLFH���

$� VWXG\� FDUULHG� RXW� E\� WKH� (QJLQHHULQJ� (PSOR\HUV� )HGHUDWLRQ� LQGLFDWHV� WKDW� PDQ\

FRPSDQLHV�EHOLHYH�,L3�ZLOO�KHOS�WKHP�WR�LPSOHPHQW�7RWDO�4XDOLW\�0DQDJHPHQW���

�����������������������������������������������

�� 6SLOOVEXU\��0��0HDJHU��1�DQG�-�+LOODJH��(YDOXDWLRQ�RI�,QYHVWRU�LQ�3HRSOH�LQ�(QJODQG�DQG�:DOHV �

,QVWLWXWH�RI�0DQSRZHU�6WXGLHV��%(%&�'LVWULEXWLRQ��'RUVHW�������
�� $QQ�%DLOH\�DQG�0DUWLQ�-DQHV�RI�WKH�(QJLQHHULQJ�(PSOR\HUV�)HGHUDWLRQ�� ,QYHVWRUV�LQ�3HRSOH��$

VXUYH\�RI�H[SHULHQFH�LQ�WKH�HQJLQHHULQJ�PDQXIDFWXULQJ�LQGXVWU\ ��-DQXDU\������



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

��

7KH�,QYHVWRU�LQ�3HRSOH�VWDQGDUG�LV�EDVHG�RQ�IRXU�NH\�SULQFLSOHV

� &RPPLWPHQW� IURP�PDQDJHPHQW� WR�GHYHORS�DOO�HPSOR\HHV�LQ�RUGHU� WR�DFKLHYH

EXVLQHVV�REMHFWLYHV��(DFK�EXVLQHVV� VKRXOG�KDYH�D�ZULWWHQ�EXVLQHVV�SODQ� VHWWLQJ

RXW�JRDOV�DQG�WDUJHWV�DQG�FRQVLGHULQJ�KRZ�GHYHORSPHQW�QHHGV�ZLOO�EH�DVVHVVHG

DQG�PHW�

� 5HJXODU� SODQQLQJ� DQG� UHYLHZ�RI� WKH� WUDLQLQJ� DQG� GHYHORSPHQW� QHHGV� RI� DOO

HPSOR\HHV�� 7DUJHWV� VKRXOG� EH� VHW� DQG� QDWLRQDO� VWDQGDUGV� VKRXOG� EH� OLQNHG�

ZKHUH�DSSURSULDWH��OHDGLQJ�WR�WKH�DFKLHYHPHQW�RI�194V�

� $FWLRQ� WR� WUDLQ� DQG� GHYHORS� LQGLYLGXDOV� RQ� UHFUXLWPHQW� DQG� WKURXJKRXW

HPSOR\PHQW

� (YDOXDWLRQ�RI�WKH�FRPSDQ\
V�LQYHVWPHQW�LQ�WUDLQLQJ�DQG�GHYHORSPHQW�WR�DVVHVV

DFKLHYHPHQW�DQG�WR�LPSURYH�IXWXUH�HIIHFWLYHQHVV

$GKHUHQFH� WR� WKHVH� IRXU� NH\� SULQFLSOHV� LV� DVVHVVHG� XVLQJ� ��� LQGLFDWRUV�� 7KH� 7(&V

SURYLGH� JXLGDQFH� DQG� VXSSRUW� IRU� FRPSDQLHV� VHHNLQJ� WR� DWWDLQ� WKH� VWDQGDUG� DQG�PD\

DOVR� XQGHUWDNH� DVVHVVPHQWV�� $Q� DOWHUQDWLYH� DVVHVVPHQW� URXWH� LV� WKURXJK� D� /RFDO

(QWHUSULVH�&RPSDQ\�RU�,QYHVWRUV�LQ�3HRSOH�8.

0RGHUQ�$SSUHQWLFHVKLSV

7KH�0RGHUQ�$SSUHQWLFHVKLS�VFKHPH�LV�UHODWLYHO\�QHZ��$�OLPLWHG�QXPEHU�RI�SURWRW\SH

VFKHPHV�� LQFOXGHG� (QJLQHHULQJ�0DQXIDFWXULQJ��ZHUH� ODXQFKHG� LQ� $XWXPQ� ������ 7KH

VFKHPH� DLPV� WR� SURYLGH� ZRUN�EDVHG� WUDLQLQJ� WR� 194� /HYHO� �� RU� DERYH� IRU� VFKRRO

OHDYHUV�� 7KH� IXQGLQJ� DUUDQJHPHQWV� DUH� DJUHHG� ORFDOO\� EHWZHHQ� WKH� 7(&� DQG� WKH

HPSOR\HU��EXW� WKH� ODWWHU�QRUPDOO\�PHHWV� WKH�FRVW� RI�ZDJHV� RU� DOORZDQFHV��7KH� DLP� LV

WKDW�0RGHUQ�$SSUHQWLFHV�DUH�JLYHQ�HPSOR\HG�VWDWXV�DW� WKH�EHJLQQLQJ�RI� WKHLU� WUDLQLQJ�

EXW�ZKHUH�WKLV�LV�QRW�SRVVLEOH�µWKH�DSSUHQWLFH�ZLOO�EH�FOHDUO\�OLQNHG�WR�DQ�HPSOR\HU��RU

JURXS�RI�HPSOR\HUV��DQG�SDLG�DQ�DOORZDQFH¶���

������2YHUYLHZ�RI�7UDLQLQJ�LQ�WKH�%DVTXH�&RXQWU\

7KH� 6SDQLVK� (GXFDWLRQ� 6\VWHP� LV� EDVLFDOO\� VWUXFWXUHG� URXQG� WZR� GLIIHUHQW� URXWHV�

6WXGHQWV� ZKR� LQWHQG� WR� IROORZ� +LJKHU� (GXFDWLRQ� �8QLYHUVLW\��� PXVW� FRPSOHWH� IRXU

\HDUV� RI� VHFRQGDU\� VFKRRO� DQG� SDVV� WKHLU� $� OHYHOV�� 6WXGHQWV� HQWHULQJ� YRFDWLRQDO

HGXFDWLRQ�FDQ�REWDLQ�D�)3,�GHJUHH�DIWHU�FRPSOHWLQJ�WKUHH�\HDUV�RI�)XUWKHU�(GXFDWLRQ�

DQG�DQ�)3,,�GHJUHH�DIWHU�DQ�DGGLWLRQDO�WZR�\HDU�SHULRG�

�����������������������������������������������

�� $�JXLGH�IRU�(PSOR\HUV��0RGHUQ�$SSUHQWLFHVKLSV��&URZQ�&RS\ULJKW��������5HI��0$�/��
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7KH�YRFDWLRQDO�HGXFDWLRQ�V\VWHP�LV�EDVHG�RQ�FROOHJH�HGXFDWLRQ�ZLWK�YHU\�OLWWOH�RQ�WKH�

MRE� WUDLQLQJ�� DOWKRXJK� WKH� DPRXQW� DQG� TXDOLW\� RI� SUDFWLFDO� WHDFKLQJ� YDULHV� EHWZHHQ

GLIIHUHQW�HGXFDWLRQDO�FHQWUHV��7KH�6SDQLVK�V\VWHP�LV�RIWHQ�FULWLFLVHG�IRU�EHLQJ�LQFDSDEOH

RI�UHVSRQGLQJ�UDSLGO\�WR�WKH�ODERXU�UHTXLUHPHQWV�RI�LQGXVWU\�

6WXGHQWV� HQWHULQJ� +LJKHU� (GXFDWLRQ� �8QLYHUVLW\�� FDQ� IROORZ� RQH� RI� WZR� W\SHV� RI

HQJLQHHULQJ� GHJUHHV�� $� µ7HFKQLFDO� (QJLQHHULQJ¶� GHJUHH� �,QJHQLHUtD� 7pFQLFD�� LV

REWDLQHG� DIWHU� FRPSOHWLQJ� IRXU� \HDUV� RI� VWXG\�� ZKLOH� DQ� µ(QJLQHHULQJ¶� �,QJHQLHUtD�

GHJUHH�UHTXLUHV�D�VL[�\HDU�SHULRG�RI�VWXG\�

6FLHQFH� GHJUHHV� DUH� REWDLQHG� DIWHU� D� ILYH� \HDU� SHULRG� RI� VWXG\�� DOWKRXJK� WKLV� LV

FKDQJLQJ��DQG�PDQ\�8QLYHUVLWLHV�DUH�DLPLQJ�WR�UHGXFH�WKH�VWXG\�SHULRG�E\�RQH�\HDU�
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��� )RXQGU\�2SHUDWLRQV

����� 2YHUYLHZ

7KH�RSHUDWLRQV�XQGHUWDNHQ�DW�D� W\SLFDO�VDQG�FDVWLQJ�IRXQGU\�DUH�VKRZQ�LQ�)LJXUH�����

3ULRU� WR� FDVWLQJ� RSHUDWLRQV�� PHWDO� PXVW� EH� PHOWHG�� 'HSHQGLQJ� RQ� WKH� PHOWLQJ

WHFKQRORJ\� XVHG�� WKLV� FDQ� EH� WKH� IRXQGU\� DFWLYLW\� ZLWK� WKH� JUHDWHVW� HQYLURQPHQWDO

LPSDFW�� QRWDEO\� LQ� UHODWLRQ� WR� DWPRVSKHULF� HPLVVLRQV�� 7KH� PRVW� LPSRUWDQW� PHOWLQJ

WHFKQRORJLHV� DUH�� FRNH�ILUHG� FXSRODV�� HOHFWULF� DUF� IXUQDFHV�� DQG� HOHFWULF� LQGXFWLRQ

PHOWLQJ��7KH�QDWXUH�RI�WKHVH�WHFKQRORJLHV�DQG�WKH�QDWXUH�RI�WKH�HQYLURQPHQWDO�UHOHDVHV

DUH�GHVFULEHG�EHORZ�

&DVWLQJ� RSHUDWLRQV� DOVR� UHTXLUH� WKH� SUHSDUDWLRQ� RI�PRXOGV� DQG� FRUHV��0RXOGV� DUH� RI

WZR�KDOYHV�HDFK�PDGH�IURP�VDQG��7KHVH�DUH�SXW� WRJHWKHU��DORQJ�ZLWK�DQ\�FRUHV� LI� WKH

FDVWLQJ� KDV� KROORZ� VHFWLRQV�� &RUHV� DUH� LQVHUWV� SODFHG� LQ� WKH� PRXOG�� ZKLFK� JLYH� WKH

FDVWLQJ�LWV�LQWHUQDO�VKDSH��0ROWHQ�PHWDO�LV�SRXUHG�LQ��2QFH�LW�FRROV�DQG�VROLGLILHV�LW�FDQ

EH�NQRFNHG�RXW�RI�WKH�FUXPEOLQJ�VDQG�PRXOG�

)LJXUH� ���� VKRZV� WKDW� VRPH� PHWDO� LV� UHWXUQHG� WR� WKH� IXUQDFH� DIWHU� WKH� NQRFNRXW

SURFHVV��7KLV�LV�EHFDXVH�QRW�DOO�RI�WKH�PHWDO�ZKLFK�LV�SRXUHG�LQWR�WKH�PRXOG�HQGV�XS�DV

WKH� FDVWLQJ�� 7KHUH� DUH� DOVR� UXQQHUV� DQG� ULVHUV�� ZKLFK� WRJHWKHU� PDNH� XS� µIRXQGU\

UHWXUQV¶�� 7KH� UXQQHUV� DUH� WKH� SLSHV�ZKLFK� IHHG� WKH�PHWDO� LQWR� WKH� PRXOG�� 5LVHUV� DUH

UHVHUYRLUV�RI�PHWDO�ZLWKLQ� WKH�PRXOG�ZKLFK� FRQWLQXH� WR� IHHG� WKH� FDVWLQJ�ZLWK�PROWHQ

PHWDO�DV� LW�VROLGLILHV��5LVHUV�DUH�QHFHVVDU\�EHFDXVH�PHWDO�FRQWUDFWV�DV� LW� VROLGLILHV�� DQG

IDXOW\� FDVWLQJV� ZRXOG� UHVXOW� LI� PHWDO� ZHUH� QRW� DYDLODEOH� WR� ILOO� WKH� JDS� FDXVHG� E\

VKULQNDJH��5XQQHUV�DQG�ULVHUV�DFFRXQW�IRU�SHUKDSV�KDOI�RI�WKH�QHW�ZHLJKW�RI�WKH�PHWDO�LQ

WKH�PRXOG��6FUDS��IDXOW\��FDVWLQJV�DUH�DOVR�UHWXUQHG�WR�WKH�IXUQDFH�

7KH� UDWLR� RI� JRRG� FDVWLQJV� SURGXFHG� WR� WRWDO�PHWDO�PHOWHG� LV� NQRZQ� DV� WKH� IRXQGU\

\LHOG�

• IRXQGU\�\LHOG����� �WRWDO�ZHLJKW�RI�JRRG�FDVWLQJV��WRWDO�ZHLJKW�RI�PHWDO�PHOWHG

<LHOG�XVXDOO\�VWDQGV�DW� DURXQG���� ������EHFDXVH�RI� WKH� UXQQHUV�DQG� ULVHUV��+RZHYHU

VHYHUDO�RWKHU�IDFWRUV�FDQ�OHDG�WR�IRXQGULHV�QRW�DFKLHYLQJ�D�JRRG�\LHOG��&DVWLQJV�PD\�EH

UHMHFWHG�DQG�VHQW�EDFN�WR�EH�UH�PHOWHG�EHFDXVH�WKH\�DUH�IDXOW\��&DVWLQJV�UHMHFWHG�ZLWKLQ

WKH� IRXQGU\� DUH� UHIHUUHG� WR� DV� µLQWHUQDO� VFUDS¶� DQG� WKRVH� UHWXUQHG� E\� FXVWRPHUV� DV

µH[WHUQDO�VFUDS¶�

,PSURYLQJ� WKH� IRXQGU\� \LHOG� DQG� UHGXFLQJ� VFUDS� UDWHV� QRW� RQO\� DYRLGV� WKH� HPLVVLRQV

DVVRFLDWHG�ZLWK�PHOWLQJ�PHWDO�ZKLFK� JRHV� WR�PDNH� IDXOW\� FDVWLQJV� EXW� DOVR� HPLVVLRQV

IURP�DOO� WKH�RWKHU�SURFHVVHV��<LHOG�DQG��HYHQ�PRUH� VR�� VFUDS� UDWHV�DUH�D�XVHIXO�SODQW�

OHYHO� LQGLFDWRU� RI� µTXDOLW\¶� DQG� WKH� HIILFLHQF\� RI� IRXQGU\� RSHUDWLRQV�� +RZHYHU�� LW� LV

GLIILFXOW� WR�FRPSDUH�VFUDS�UDWHV�DQG�\LHOGV�DFURVV� IRXQGULHV�SURGXFLQJ�GLIIHUHQW�PL[HV

RI�SURGXFWV��<LHOGV�VFUDS� UDWHV� DUH� KRZHYHU� XVHIXO� LQGLFDWRUV� WR�PHDVXUH� SURJUHVV� DW

LQGLYLGXDO�SODQWV�RYHU�WLPH��0RQLWRULQJ�\LHOGV�VFUDS�UDWHV�LV�REYLRXVO\�D�SUHUHTXLVLWH�IRU

SODQW�OHYHO�LPSURYHPHQWV�LQ�TXDOLW\�
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Sand preparation Pattern making

Coremaking Moulding

Mould closingMetal melting

Metal pouring

Cooling

Shake Out/
Knockout

Grind, fettle, dress

Inspection and dispatch

6FUDS�FDVWLQJV
DQG�IRXQGU\
UHWXUQV

����� �5HSHWLWLRQ�IHUURXV�IRXQGULHV

5HSHWLWLRQ�IRXQGULHV�PD\�EH�ODUJH�DQG�KLJKO\�DXWRPDWHG��VXFK�DV� WKRVH� WKDW� VHUYH� WKH

DXWRPRWLYH�LQGXVWU\��RU�VPDOOHU��ROG�IDVKLRQHG�DQG�ODERXU� LQWHQVLYH��1R�ROG� IDVKLRQHG

IRXQGULHV�ZHUH�YLVLWHG�IRU�WKLV�VWXG\�

7KH�PDMRULW\� RI� UHSHWLWLRQ�PRXOGLQJ� LQ� IHUURXV� IRXQGULHV� LV� SHUIRUPHG� LQ� JUHHQVDQG�

*UHHQVDQG�LV�D�PL[WXUH�RI�VDQG��FOD\�DQG�ZDWHU��,W�UHWDLQV�LWV�VKDSH�RQFH�DQ�LPSUHVVLRQ

KDV� EHHQ� PDGH� GXH� WR� WKH� ERQGV� EHWZHHQ� WKH� GDPS� FOD\� DQG� VDQG�� *UHHQVDQG� LV

UHF\FOHG�� UH�HQWHULQJ� WKH� PRXOG� PDNLQJ� F\FOH� RQFH� WKH� VSHQW� PRXOG� KDV� FRROHG� DQG

UHSODFHPHQW�ZDWHU�DQG�FOD\�KDV�EHHQ�DGGHG�DQG�PL[HG�LQ��+RZHYHU�D�ODUJH�YROXPH�RI

VDQG�KDV�WR�EH�GLVSRVHG�RI�WR�FRPSHQVDWH�IRU�WKH�LQIOX[�RI�QHZ�VDQG�XVHG�WR�PDNH�WKH

FRUHV��&RUHV�KDYH�WR�EH�PDGH�XVLQJ�FKHPLFDOO\�ERQGHG�VDQG�VLQFH�JUHHQVDQG�FRUHV�GR

QRW�KDYH�WKH�QHFHVVDU\�VWUHQJWK�

6KHOO� PRXOGLQJ� LV� DOVR� XVHG� DW� UHSHWLWLRQ� IRXQGULHV� FDVWLQJ� IHUURXV� PHWDOV�� ,Q� WKLV

PHWKRG��D�SDUWLFXODUO\�ILQH�JUDLQHG�VDQG�SUH�FRDWHG�ZLWK�D�KHDW�VHWWLQJ�UHVLQ�PL[WXUH�LV

FXUHG� ZKLOVW� LQ� FRQWDFW� ZLWK� D� KHDWHG� SDWWHUQ� SODWH�� 7KH� VPDOO� JUDLQ� VL]H� DQG� IUHH

IORZLQJ� QDWXUH� RI� WKH� VKHOO� VDQG� HQDEOH� LW� WR� SURGXFH� YHU\� DFFXUDWH� DQG� LQWULFDWH

FDVWLQJV�ZLWK�D�JRRG�VXUIDFH�ILQLVK��6KHOO�PRXOGLQJ� LV�XVHG� IRU�KLJK�TXDOLW\� UHSHWLWLRQ

ZRUN�� LQ� SDUWLFXODU� IRU� DXWRPRWLYH� FDVWLQJV� VXFK� DV� FDPVKDIWV� DQG� FUDQN�VKDIWV�� 7KH

VKHOO�SURFHVV�LV�DOVR�XVHG�WR�PDNH�FRUHV�
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������ 5HSHWLWLRQ�QRQ�IHUURXV�IRXQGULHV

$�ZLGHU�YDULHW\�RI�WHFKQLTXHV�LV�XVHG�LQ�UHSHWLWLRQ�QRQ�IHUURXV�IRXQGULHV��'LH�FDVWLQJ�LV

JHQHUDOO\�SUHIHUUHG� WR� VDQG�FDVWLQJ��'LH�FDVWLQJ� LQYROYHV�SRXULQJ�PROWHQ�PHWDO� LQWR� D

FORVHG�PHWDO�GLH��2QFH�WKH�PHWDO�KDV�VROLGLILHG�WKH�WZR�VLGHV�RI�WKH�GLH�DUH�RSHQHG�DQG

WKH�FDVWLQJ�HMHFWHG��7KHUH�DUH�PDQ\�DGYDQWDJHV�WR�GLH�FDVWLQJ�� ,W� LV� D� UHODWLYHO\�FKHDS

PHWKRG�RI�SURGXFLQJ�ODUJH�UXQV�RI�UHODWLYHO\�VLPSOH�FDVWLQJV��SDUWLFXODUO\�LQ�DOXPLQLXP�

ZKHUH�WKH�ORZHU�SRXULQJ�WHPSHUDWXUH�OHDGV�WR�OHVV�FRUURVLRQ�RI�WKH�GLH��+RZHYHU��GLHV

DUH�H[SHQVLYH�WR�PDQXIDFWXUH�DQG�GLH�FDVWLQJ�LV�HFRQRPLFDO�ZLWK�ODUJH�SURGXFWLRQ�UXQV�

,W�LV�SRVVLEOH�WR�SURGXFH�IDLUO\�FRPSOH[�GLH�FDVWLQJV��HVSHFLDOO\�LI�VDQG�FRUHV�DUH�XVHG�

DOWKRXJK� WKHUH� DUH� WHFKQLFDO� FRQVWUDLQWV�� /DUJHU�� FRPSOH[� FDVWLQJV�� SDUWLFXODUO\� WKRVH

LQFRUSRUDWLQJ�FRPSOH[�RU�QXPHURXV�FRUHV��DUH�RIWHQ�FDVW�LQ�VDQG�PRXOGV�

*UHHQVDQG� FDVWLQJ� H[LVWV�� DOWKRXJK� LW� LV� XVHG� SUHGRPLQDQWO\� IRU� KLJKHU�PHOWLQJ� SRLQW

PHWDOV�VXFK�DV�FRSSHU��&KHPLFDOO\�ERQGHG�VDQG�UDWKHU�WKDQ�JUHHQVDQG�WHQGV�WR�EH�XVHG

IRU� ORZHU�PHOWLQJ� SRLQW� QRQ�IHUURXV�PHWDOV�� &KHPLFDOO\� ERQGHG� VDQG� LV� D�PL[WXUH� RI

VDQG�� UHVLQ� DQG� FDWDO\VW�� $� YDULHW\� RI� GLIIHUHQW� FKHPLFDO� ERQGLQJ� V\VWHPV� H[LVW�� 7KH

FKHPLFDO�FRQVWLWXHQWV�DUH�VLPLODU�EXW�WKH�FDWDO\VWV��DQG�KHQFH�WKH�PHWKRG�RI�VHWWLQJ�WKH

PRXOGV�� GLIIHU�� $LU�VHWWLQJ� V\VWHPV� XVH� OLTXLG� FDWDO\VWV� DQG� FXUHV� DW� DPELHQW

WHPSHUDWXUH�� VHWWLQJ� DIWHU� D� YDULDEOH� OHQJWK� RI� WLPH��&ROG� ER[� V\VWHPV� XVH� D� JDVHRXV

FDWDO\VW�ZKLFK� LV� SDVVHG� WKURXJK� WKH� VDQG�UHVLQ�PL[WXUH��2WKHU�PHWKRGV� VXFK� DV� KRW

ER[�V\VWHPV�DQG�VKHOO�PRXOGLQJ�UHTXLUH�KHDW�

������ -REELQJ�IRXQGULHV

$V�GLVFXVVHG�LQ�6HFWLRQ���� WKH�FODVVLILFDWLRQ�EHWZHHQ� UHSHWLWLRQ� IRXQGULHV�DQG� MREELQJ

IRXQGULHV� LV� QRW� GLVWLQFW�� EXW� D� FRQWLQXXP�� 7KH� IRXQGU\� LQGXVWU\� SURGXFHV� FDVWLQJV

UDQJLQJ�LQ�VL]H�IURP�D�IHZ�JUDPV�WR�WHQV�RI�WRQQHV�LQ�D�YDULHW\�RI�GLIIHUHQW�DOOR\V��7KH\

PD\�EH�UHTXLUHG�LQ�TXDQWLWLHV�UDQJLQJ�IURP�RQH�RIIV�XSZDUGV�

-REELQJ�IRXQGULHV�XVXDOO\�KDYH� ODUJH�SDWWHUQ� VWRUHV�ZKHUH� WKH\�VWRUH� WKHLU� FXVWRPHUV¶

SDWWHUQV��7KH�SDWWHUQ�LV�D�SRVLWLYH�VKDSH�RI�WKH�FDVWLQJ��DQG�LV�XVHG�WR�JLYH�WKH�PRXOG�RU

WKH�FRUH�LWV�VKDSH��7KH�SDWWHUQV�DUH�DOPRVW�DOZD\V�RZQHG�E\�WKH�FXVWRPHU��$�MREELQJ

IRXQGU\�PD\� KDYH� WR� VWRUH�PDQ\� WKRXVDQGV� RI� SDWWHUQV� DQG� WKLV�PD\� UHTXLUH� RQH� RU

PRUH�ODUJH�EXLOGLQJV�GHGLFDWHG�WR�WKLV�SXUSRVH�

7KH�PRVW�FKDUDFWHULVWLF�IHDWXUH�RI� MREELQJ�IRXQGULHV� LV� WKHLU� IOH[LELOLW\��6RPH� W\SHV�RI

SDWWHUQV�DUH�VSHFLILF�WR�D�SDUWLFXODU�PRXOGLQJ�RU�FRUHPDNLQJ�WHFKQRORJ\��,Q�RUGHU� WKDW

MREELQJ� IRXQGULHV�FDQ�XVH� WKH�FXVWRPHUV�SDWWHUQV�� MREELQJ� DQG� ORZ�YROXPH� UHSHWLWLRQ

IRXQGULHV�KDYH�WR�EH�IOH[LEOH�DQG�PXVW�EH�DEOH� WR�XVH�D�YDULHW\�RI�GLIIHUHQW�PRXOG�DQG

FRUHPDNLQJ�WHFKQLTXHV�VR�WKDW�WKH\�FDQ�XVH�WKHLU�FXVWRPHUV¶�SDWWHUQV�

���� (QYLURQPHQWDO�,PSDFWV

)RXQGULHV� FDQ� KDYH� D� PDMRU� HQYLURQPHQWDO� LPSDFW� RQ� WKHLU� ORFDO� VXUURXQGLQJV�� 7KH

PRVW� VLJQLILFDQW�HPLVVLRQV�DUH�SDUWLFXODWH�PDWWHU�DQG�VPRNH� IURP�FXSROD�PHOWLQJ� DQG

RGRXU� IURP� WKH� FRUHPDNLQJ� DQG� FDVWLQJ� SURFHVVHV�� ,Q� WKH� :HVW� 0LGODQGV�� WKHVH

HPLVVLRQV� DUH� WKH� FDXVH� RI� WKH� ODUJHVW� QXPEHU� RI� FRPSODLQWV� WR� WKH� SROOXWLRQ� FRQWURO

GLYLVLRQV�RI�ORFDO�DXWKRULWLHV��7KH�LQGXVWU\�DOVR�JHQHUDWHV�ODUJH�DPRXQWV�RI�VROLG�ZDVWH�

DOWKRXJK�PXFK�RI�LW�LV�RI�DQ�LQHUW�QDWXUH�
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����� &XSROD�PHOWLQJ

7KH� FXSROD� LV� WKH� WUDGLWLRQDO� PHOWLQJ� IXUQDFH�� 0HWDO� LV� FKDUJHG� DW� WKH� WRS� RI� WKH

IXUQDFH�� DORQJ� ZLWK� FRNH� DQG� OLPHVWRQH�� 7KH� OLPHVWRQH� LV� D� VODJJLQJ� DJHQW� ZKLFK

UHPRYHV� WKH� LPSXULWLHV�� ,W� IORDWV� DV� D� YLVFRXV� IOXLG� RQ� WRS� RI� WKH�PROWHQ� LURQ��$LU� LV

LQWURGXFHG�DW�WKH�ERWWRP�RI�WKH�IXUQDFH��7KH�PHWDO�FKDUJH�LV�LQ�GLUHFW�FRQWDFW�ZLWK�WKH

FRPEXVWLRQ� JDVVHV�� ZKLFK� SLFN� XS� SDUWLFXODWH�� VPRNH�� YRODWLOH� RUJDQLF� PDWWHU� DQG

PHWDOOXUJLFDO�IXPH�DV�WKH\�PRYH�XS�WKURXJK�WKH�FXSROD�

&XSROD� PHOWLQJ� �ZLWK� VLPSOH� IXPH� DUUHVWPHQW�� JHQHUDWHV� SHUVLVWHQW� SOXPHV� RI� GLUW\

EURZQ�VPRNH�ZKLFK�FDQ�EH�VHHQ�IURP�D�JUHDW�GLVWDQFH��DV�WKH�IROORZLQJ�TXRWH�IURP�WKH

3ROOXWLRQ�&RQWURO�0DQDJHU�RI�6DQGZHOO�0HWURSROLWDQ�%RURXJK�&RXQFLO�LQGLFDWHV�

,I�RQH�FOLPEV�WR� WKH�WRS�RI� WKH�5RZOH\�+LOOV��D�JUDQLWH�RXWFURS�LQ� WKH�KHDUW�RI

WKH� :HVW� 0LGODQGV�� DQG� ORRNV� RXW� RYHU� WKH� VXUURXQGLQJ� :HVW� 0LGODQGV

FRQXUEDWLRQ� RQ� DQ\� ZRUNLQJ� GD\�� RQH� RXWVWDQGLQJ� IHDWXUH� LV� LPPHGLDWHO\

DSSDUHQW��DQG�WKDW�LV�WKH�RXWSRXULQJ�RI�FRSLRXV�DPRXQWV�RI�PHWDOOXUJLFDO�IXPH

IURP�FROG�EODVW�FXSRODV�DW�LURQ�IRXQGULHV���

,Q� WKH� RSHQ� VHWWLQJ� RI� WKH�:HVW�0LGODQGV� FRQXUEDWLRQ�� FXSRODV� FDQ� EH� VHHQ� IURP� D

GLVWDQFH�DQG�WKH�SHUVLVWHQW�IXPH�WKH\�HPLW�GULIWV�RYHU�ORQJ�GLVWDQFHV��'HSHQGLQJ�XSRQ

WKH� ZHDWKHU� FRQGLWLRQV� WKH� SOXPH� PD\� GULIW� XSZDUGV� HYHQWXDOO\� GLVSHUVLQJ� DQG

FRQWULEXWLQJ�WR�WKH�RYHUDOO�SRRU�DLU�TXDOLW\�LQ�WKH�UHJLRQ����RU�LW�PD\�EH�EORZQ�IURP�WKH

FXSROD� GRZQ� RYHU� QHDUE\� KRXVLQJ�� 0DQ\� IRXQGULHV� DUH� ORFDWHG� LQ� WKH� PLGGOH� RI

UHVLGHQWLDO� DUHDV�� 7KH� VLWXDWLRQ�ZLOO� EH� WUDQVIRUPHG� DV� D� UHVXOW� RI� WKH� (QYLURQPHQWDO

3URWHFWLRQ�$FW�ZKLFK� VHWV� DQ� HPLVVLRQV� OLPLW� IRU� FXSROD� HPLVVLRQV�ZKLFK�ZLOO� UHQGHU

WKHP�LQYLVLEOH��0XFK�RI�WKH�UHGXFWLRQ�LQ�HQYLURQPHQWDO�LPSDFW�RI�FXSROD�PHOWLQJ�VR�IDU

KDV�FRPH�DERXW�WKURXJK�WKH�FORVXUH�RI�IRXQGULHV�

7KH� VLWXDWLRQ� LQ� WKH� %DVTXH� FRXQWU\� LV� YHU\� GLIIHUHQW�� 1RW� RQO\� LV� WKHUH� OHVV� FXSROD

PHOWLQJ��EXW�LW�LV�DOVR�OHVV�FRQVSLFXRXV�GXH�WR�WKH�QDWXUH�RI�WKH�ODQGVFDSH��3OXPHV�DUH

OHVV�YLVLEOH�EHFDXVH�WKH\�DUH�FRQFHDOHG�E\�WKH�PRXQWDLQRXV�WHUUDLQ��7KH�DUHD�LV�DOVR�OHVV

GHQVHO\�SRSXODWHG�

������ (OHFWULF�PHOWLQJ

(OHFWULF� LQGXFWLRQ� PHOWLQJ� LV� DQ� RSWLRQ� ZKLFK� RIIHUV� VHYHUDO� EHQHILWV� RYHU� FXSROD

PHOWLQJ��PRVW�QRWDEO\�DQ�LQFUHDVH�LQ�WKH�IOH[LELOLW\�RI�PHOWLQJ�RSWLRQV�DQG�D�UHGXFWLRQ�LQ

HPLVVLRQV�� 7KH�0HWDO� LV� KHDWHG� DV� D� UHVXOW� RI� HOHFWULF� FXUUHQWV� LQGXFHG� LQ� WKH� PHWDO

FKDUJH�E\�VWURQJ�PDJQHWLF�ILHOGV��7KHVH�IXUQDFHV�DUH�KLJKO\�HIILFLHQW�DW�WKH�SRLQW�RI�XVH

EHFDXVH� KHDWLQJ� WDNHV� SODFH�ZLWKLQ� WKH�PHWDO� FKDUJH� DQG� KHDW� ORVVHV�� EHFDXVH� RI� WKH

DEVHQFH� RI� FRPEXVWLRQ� JDVHV� DQG� JDVHV� DQG� ORZHU� UDGLDWLYH� ORVVHV�� (PLVVLRQV� IURP

HOHFWULF�IXUQDFHV�DUH�LQYLVLEOH�LI�FOHDQ�VFUDS�LV�FKDUJHG�

2YHU� WKH� SDVW� IHZ� GHFDGHV� HOHFWULF� PHOWLQJ� KDV� JDLQHG� LQ� LPSRUWDQFH� UHODWLYH� WR� WKH

WUDGLWLRQDO�FRNH�ILUHG�FXSROD� IXUQDFH�� DOWKRXJK� WKH� FXSROD� VWLOO� GRPLQDWHV�� DFFRXQWLQJ

IRU�DERXW�����RI�DOO�WKH�LURQ�PHOWHG�LQ�8.�IRXQGULHV��,Q� WKH�%DVTXH�&RXQWU\�HOHFWULF

�����������������������������������������������

�� (1'6�5HSRUW������0DUFK��������SDJH����
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PHOWLQJ�SUHGRPLQDWHV��7KLV�LV�QRW�GXH�WR�HQYLURQPHQWDO�FRQFHUQV��EXW�EHFDXVH�HOHFWULF

PHOWLQJ� LV� D� PRUH� HFRQRPLFDO� PHOWLQJ� RSWLRQ� JLYHQ� WKH� KLVWRULFDOO\� ORZ� SULFH� RI

HOHFWULFLW\�FRPSDUHG�ZLWK�FRNH�

����� 0RXOG�DQG�FRUHPDNLQJ

7KH� PDLQ� HQYLURQPHQWDO� LPSDFW� RI� WKH� SURFHVV� RI� PDNLQJ� WKH� PRXOGV� DQG� FRUHV� LV

RGRXU�� 7KLV� LV� QRW� D� SUREOHP� ZKHQ� PDNLQJ� PRXOGV� LQ� JUHHQVDQG�� EXW� FDQ� EH� YHU\

VLJQLILFDQW�ZLWK�FHUWDLQ�FKHPLFDOO\�ERQGHG�VDQG�V\VWHPV��6\VWHPV�FXUHG�ZLWK�DPLQH�JDV

�WKH�,VRFXUH�&ROG�%R[�V\VWHP��DQG�OLTXLG�DPLQH�DUH�SDUWLFXODUO\�SUREOHPDWLFDO�

����� &DVWLQJ��NQRFNRXW�DQG�GUHVVLQJ�RSHUDWLRQV

%RWK�FKHPLFDOO\�ERQGHG�VDQG�DQG�JUHHQVDQG�HPLW�92&V�GXULQJ�WKH�SRXULQJ�DQG�FDVWLQJ

SURFHVV�� 'XULQJ� FDVWLQJ�� JUHHQVDQG� PRXOGV� JLYH� RII� D� FRPSOH[� PL[WXUH� RI� RUJDQLF

FRPSRQHQWV� DQG� FDUERQ�PRQR[LGH� IURP� WKH� EUHDNGRZQ� RI� D� FRDO� GXVW� DGGLWLYH�� 7KH

ELQGLQJ� FKHPLFDOV� IURP� FKHPLFDOO\� ERQGHG� VDQG� DUH� YDSRULVHG� GXULQJ� WKH� FDVWLQJ

SURFHVV��JLYLQJ�RII�D�KLJKO\�QR[LRXV��RGRURXV�JDV�

2QFH�WKH�FDVWLQJ�KDV�VROLGLILHG�LW� LV�VKDNHQ�RU�NQRFNHG�RXW�RI� LWV�PRXOG��7KLV�SURFHVV

FUHDWHV�IXUWKHU�92&�HPLVVLRQV��DV�ZHOO�DV�SDUWLFXODWH�PDWWHU�

7KH�FDVWLQJ�LV� WKHQ�FOHDQHG�XS�RU�µGUHVVHG¶�� WKDW� LV� H[WUDQHRXV�PDWHULDO� LV� FXW�RII�DQG

VXUIDFHV�PD\�EH�JURXQG�WR�PDNH�WKHP�VPRRWKHU�

���� 7HFKQLFDO�&KDQJH�LQ�)RXQGULHV

2QJRLQJ�WHFKQLFDO�FKDQJH�KDV�DIIHFWHG�ERWK�HQYLURQPHQWDO�SHUIRUPDQFH�DQG�WKH�QDWXUH

RI� HPSOR\PHQW� DW� IRXQGULHV��7KH�PDMRU� FKDQJHV� LQ� IRXQGU\� WHFKQRORJ\� RYHU� WKH� ODVW

IHZ�GHFDGHV�KDYH�EHHQ��D��WKH�LQWURGXFWLRQ�RI�HOHFWULF�PHOWLQJ��DQG�E�� WKH�DGRSWLRQ�RI

QHZ�FKHPLFDO�ELQGHU�V\VWHPV��$XWRPDWLRQ�DW�UHSHWLWLRQ�KDV�DOVR�KDG�D�YHU\�VLJQLILFDQW

HIIHFW� RQ� HPSOR\PHQW�� 0RUH� UHFHQWO\� VRSKLVWLFDWHG� VRIWZDUH� IRU� SUHGLFWLQJ� WKH

VROLGLILFDWLRQ� RI� PHWDO� ZLWKLQ� D� PRXOG� KDV� EHHQ� GHYHORSHG�� ZKLFK� FRXOG� KDYH� D

EHQHILFLDO�HIIHFW�RQ�IRXQGU\�\LHOG�

������ &XSROD�WR�HOHFWULF�PHOWLQJ

7KH� LQWURGXFWLRQ� RI� HOHFWULF�PHOWLQJ� LV� WKH�PRVW� VLJQLILFDQW� GHYHORSPHQW� LQ� WHUPV� RI

WKH�HQYLURQPHQW�DV�WKH�IXPH�IURP�FXSRODV��WKH�WUDGLWLRQDO�PHOWLQJ�WHFKQRORJ\��FDQ�EH

D�PDMRU��ORFDO��HQYLURQPHQWDO�SUREOHP��(OHFWULF�PHOWLQJ�LV�D�FOHDQHU�PHWKRG�RI�PHOWLQJ

LURQ� WKDQ� WKH� WUDGLWLRQDO� FXSROD� DQG� LW� DOVR� UHTXLUHV� OHVV� ODERXU�� ,Q� ����� LW� ZDV

HVWLPDWHG�WKDW�����RI�DOO�LURQ�FDVWLQJV�SURGXFHG�LQ� WKH�8.�ZHUH�PDGH�IURP�HOHFWULF

PHOWHG�PHWDO����0DQ\�IRXQGULHV�ZHQW�RYHU�WR�HOHFWULF�PHOWLQJ�GXULQJ�WKH�����V�

$OWKRXJK� LW�KDV�EHHQ� IRUHFDVW� WKDW� LQFUHDVLQJ� HQYLURQPHQWDO� FRQWUROV�ZLOO� IDYRXU� WKH

XSWDNH�RI�HOHFWULF�PHOWLQJ��HFRQRPLF�DQG�RSHUDWLRQDO�FRQVLGHUDWLRQV�DUH�OLNHO\�WR�EH�RI

JUHDWHU� VLJQLILFDQFH� LQ�GHWHUPLQLQJ�PHOWLQJ�RSWLRQV��7KH�PRVW� VLJQLILFDQW� DGYDQWDJHV

DQG�FKDUDFWHULVWLFV�RI�FXSROD�DQG�HOHFWULF�PHOWLQJ�DUH�VXPPDULVHG�LQ�7DEOH�����

�����������������������������������������������

�� (QHUJ\�&RQVXPSWLRQ�*XLGH����� �(OHFWULFLW\�FRQVXPSWLRQ�LQ�FRUHOHVV� LQGXFWLRQ�PHOWLQJ� IXUQDFHV

LQ�LURQ�IRXQGULHV���(QHUJ\�(IILFLHQWO\�2IILFH���%HVW�3UDFWLFH�3URJUDPPH���0DUFK������
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(OHFWULF� PHOWLQJ� RIIHUV� DQ� LQFUHDVH� LQ� IOH[LELOLW\� LQ� WHUPV� RI� DOOR\V� ZKLFK� FDQ� EH

SURGXFHG�� 7KH� EDWFK� FKDUDFWHULVWLFV� RI� HOHFWULF� PHOWLQJ� PDNH� LW� PRUH� VXLWDEOH� IRU

MREELQJ�RU�ORZ�YROXPH�UHSHWLWLRQ�IRXQGULHV�SURGXFLQJ�D�UDQJH�RI�GLIIHUHQW�FDVW� LURQV�

UDWKHU�WKDQ�UHSHWLWLRQ�IRXQGULHV�GHGLFDWHG�WR�JUH\�LURQ�

7KH�UXQQLQJ�FRVWV�RI� WKH�WZR�RSWLRQV�GHSHQG�RQ�HQHUJ\�FRVWV�DQG�WKH�FRVW�RI�PHWDO�

$OWKRXJK� HOHFWULF� PHOWLQJ� LV� PRUH� IOH[LEOH� LQ� WHUPV� RI� WKH� DOOR\V� ZKLFK� FDQ� EH

SURGXFHG��WKH�EDVLF�FKDUJH�KDV� WR�EH�VWHHO�VFUDS��&XSRODV�KRZHYHU�DUH�PRUH�IOH[LEOH

DQG� FDQ� EH� FKDUJHG�ZLWK� SLJ� LURQ� DQG� YDULRXV� TXDOLWLHV� RI� VFUDS� LURQ� RU� VFUDS� VWHHO�

&XSROD�PHOWHUV�DUH� WKHUHIRUH�OHVV�VXVFHSWLEOH� WR�SULFH�IOXFWXDWLRQV�LQ� VWHHO� VFUDS� WKDQ

HOHFWULF�PHOWHUV�

7KH� FRVW� RI� HQHUJ\� LV� WKH� RWKHU�PDMRU� IDFWRU�� ,Q� WKH�8.�� IRXQGULHV� SD\� EHWZHHQ� ���

SHQFH�DQG�����SHQFH�SHU�NLORZDWW� KRXU� IRU� HOHFWULFLW\���� DQG� DURXQG� ����� �� ����� SHU

WRQQH� RI� IRXQGU\� FRNH�� 7KH� VHQVLWLYLW\� DQDO\VLV� VKRZQ� LQ� )LJXUH� ���� VKRZV� KRZ� WKH

FRVW� VHQVLWLYLW\� RI� WKH� WZR� RSWLRQV� WR� GLIIHUHQW� HQHUJ\� SULFHV�� 7KH� YHUWLFDO� D[LV

UHSUHVHQWV� WKH� H[WUD� HQHUJ\� FRVW� RI� D� FXSROD� PHOW� LQ� WHUPV� RI� �� SHU� WRQQH� RI� PHWDO

PHOWHG�� 7KH� KRUL]RQWDO� D[LV� VKRZV� GLIIHUHQW� HOHFWULFLW\� SULFHV�� $Q\� FRPELQDWLRQ� RI

HOHFWULFLW\� FRVWV� DQG� FRNH� FRVWV� JLYLQJ� D� SRLQW� EHORZ� WKH� ��� OLQH� LQGLFDWHV� FXSROD

PHOWLQJ�LV�FKHDSHU�LQ�WHUPV�RI�HQHUJ\�FRVWV��IRU�DQ\�SRLQW�DERYH�WKLV�OLQH�FXSROD�PHOWLQJ

LV�PRUH�H[SHQVLYH�

7KH� UHVXOWV� GHSHQG� XSRQ� WKH� HIILFLHQF\� RI� WKH� FXSROD� DQG� WKH� HOHFWULF� IXUQDFH� ZLWK

ZKLFK�LW�LV�EHLQJ�FRPSDUHG��7KH�DQDO\VLV�EHORZ�LV�IRU�D�PHGLXP�VL]HG�FXSROD��PHOWLQJ

DW�DURXQG���WRQQHV�DQ�KRXU��/DUJHU�FXSRODV�DUH� OLNHO\�WR�EH�PXFK�PRUH�HIILFLHQW� WKDQ

WKLV�� DQG� VPDOOHU� FXSRODV� OHVV� HIILFLHQW�� 7KLV� VXEMHFW� LV� GHDOW� ZLWK� LQ� JUHDWHU� GHWDLO

HOVHZKHUH���

�����������������������������������������������

�� ,QIRUPDWLRQ�IURP�WKH�%ULWLVK�)RXQGU\�$VVRFLDWLRQ�
�� *D\QRU� +DUWQHOO�� � (QG�RI�SLSH� DEDWHPHQW� RU� SURFHVV� FKDQJH"� WKH� FDVH� RI� FXSROD� PHOWLQJ�

3DSHU�VXEPLWWHG�WR�WKH�)RXQGU\�7UDGH�-RXUQDO��)RUWKFRPLQJ�-DQXDU\������

&XSROD (OHFWULF�LQGXFWLRQ�IXUQDFH

&DQ�PHOW�D�ZLGH�YDULHW\�RI�PHWDO�FKDUJHV &DQ�RQO\�PHOW�JRRG�TXDOLW\�VWHHO�VFUDS

&DQ�RQO\�SURGXFH�JUH\�LURQ��6*�LURQ�FDQ�EH

SURGXFHG�DIWHU�GH�VXOSKXULVDWLRQ�WUHDWPHQW�

&DQ�SURGXFH�D�ZLGH�YDULHW\�RI�LURQ

DQG�VWHHO�DOOR\V�

0HWDO�RXWSXW�LV�FRQWLQXRXV��DQG�VXLWHG�WR

FRQWLQXRXV�IORZ�SURFHVVHV��W\SLFDO�UHSHWLWLRQ

IRXQGU\�

0HWDO�RXWSXW�LV�LQ�EDWFKHV��PRUH

VXLWHG�WR�MREELQJ�IRXQGULHV

3URGXFHV�IXPH�ZKLFK�UHTXLUHV�HQG�RI�SLSH

DEDWHPHQW

3URGXFHV�QR�IXPH�LI�FOHDQ�VFUDS�LV

PHOWHG
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������ *UHHQVDQG�PRXOGLQJ�WR�FKHPLFDOO\�ERQGHG�VDQG�PRXOGLQJ

7KH�WUDGLWLRQDO�PHWKRG�RI�PRXOGLQJ�DW�IRXQGULHV�KDV�EHHQ�JUHHQVDQG�PRXOGLQJ�E\�KDQG�

7KLV�ZDV�D�VNLOOHG�FUDIW�RFFXSDWLRQ��7KLV�VNLOOHG�WDVN�KDV�EHHQ�UHSODFHG�E\�DXWRPDWLRQ

DW�UHSHWLWLRQ�IRXQGULHV��DQG�E\�WKH�XVH�RI�FKHPLFDOO\�ERQGHG�VDQG�DW�MREELQJ�IRXQGULHV�

%RWK�RI�WKHVH�WUHQGV�KDYH�UHVXOWHG�LQ�WKH�GH�VNLOOLQJ�RI�PRXOGLQJ�

&KHPLFDO�ELQGLQJ�V\VWHPV�ZHUH�LQWURGXFHG�GXULQJ�WKH�����V�DQG�WKHUH� LV�QRZ�D�ZLGH

YDULHW\�RI�GLIIHUHQW�FKHPLFDO�ELQGLQJ�V\VWHPV�DYDLODEOH��7KH�WUHQG�DZD\�IURP�JUHHQVDQG

PRXOGLQJ� DW� MREELQJ� IRXQGULHV� KDV� EHHQ� KHDYLO\� LQIOXHQFHG� E\� WKH� VKRUWDJH� RI� VNLOOHG

JUHHQVDQG� PRXOGHUV�� $LU� VHWWLQJ� SURFHVVHV� QRZ� GRPLQDWH� DW� MREELQJ� IRXQGULHV�

0RXOGLQJ�XVLQJ�FKHPLFDOO\�ERQGHG�VDQG�UHTXLUHV�OHVV�VNLOO��DV�WKH�VDQG�GRHV�QRW�KDYH�WR

EH�LPSDFWHG�DURXQG�WKH�SDWWHUQ�VR�ILUPO\�DQG�FDUHIXOO\�

7KH�HQYLURQPHQWDO�LPSDFW�RI� WKLV� WUHQG�LV�PL[HG��&KHPLFDOO\�ERQGHG�PRXOGV�JLYH�ULVH

WR�92&V�DQG�JDVHRXV�HPLVVLRQV�RI�WKH�FDWDO\VWV��ZKLFK�FDQ�EH�XQSOHDVDQW�ERWK�ZLWKLQ

DQG� RXWVLGH� WKH� IRXQGU\�� +RZHYHU� FKHPLFDOO\� ERQGHG� VDQG� FDQ� EH� UHFODLPHG� PRUH

HFRQRPLFDOO\�WKDQ�JUHHQVDQG��DQG�VR�WKHUH�KDV�EHHQ�D�SRVLWLYH�HIIHFW�RQ�WKH�YROXPH�RI

ZDVWH�PRXOGLQJ�VDQG�JRLQJ�WR� ODQGILOO��6RPH�W\SHV�RI�ELQGLQJ�V\VWHPV�DUH�PRUH� WR[LF

WKDQ�RWKHUV��KRZHYHU��DQG�VR�WKH�LPSDFW�XSRQ�ZDVWH�JHQHUDWLRQ�KDV�EHHQ�PL[HG�

7KH�PDMRU�LPSDFW�RI�WKH�DXWRPDWLRQ�RI�JUHHQVDQG�PRXOGLQJ�DW�UHSHWLWLRQ�IRXQGULHV�KDV

EHHQ�D� UHGXFWLRQ� LQ�HPSOR\PHQW� OHYHOV�� ,W�KDV�DOVR� LPSURYHG�TXDOLW\��ZKLFK� LPSOLHV� D

SRVLWLYH� HIIHFW� RQ� WKH� HQYLURQPHQW� DV� IRXQGU\� \LHOG� LV� LPSURYHG�� DQG� WKHUHIRUH� OHVV

PHWDO�KDV�WR�EH�PHOWHG�WR�SURGXFH�WKH�VDPH�QXPEHU�RI�DFFHSWDEOH�FDVWLQJV�

),*85(� ����� 0(/7,1*� &+2,&(� $1'� (1(5*<� 35,&(6� �0(',80

&832/$�
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���� (QYLURQPHQWDO�3UHVVXUH�DQG�3HUIRUPDQFH

������ .H\�GLIIHUHQFHV�EHWZHHQ�WKH�UHJLRQV

7KH�8.�DQG�WKH�%DVTXH�UHJXODWRU\�DSSURDFKHV�DUH�YHU\�GLIIHUHQW��$V�QRWHG�LQ�6HFWLRQ

���HPLVVLRQV� OLPLWV�KDYH�RQO\�EHHQ� LQWURGXFHG� UHFHQWO\� IRU� FXSROD�PHOWLQJ� LQ� WKH�8.�

7KH� UHDO� LPSDFW� RI� WKH� OHJLVODWLRQ�ZLOO� EH� IHOW� DIWHU� ������(PLVVLRQ� OLPLWV� IRU� FXSRODV

KDYH�EHHQ�LQ�H[LVWHQFH�LQ�6SDLQ�VLQFH�������8.�HPLVVLRQ�OLPLWV�DUH�QRZ�PRUH�VWULQJHQW

WKDQ�WKRVH�LQ�6SDLQ�

7KH�NH\�GLIIHUHQFH�EHWZHHQ�WKH�WZR�UHJLRQV��KRZHYHU��LV�LQ�HQIRUFHPHQW��7KHUH�ZDV�QR

HYLGHQFH�RI�HQIRUFHPHQW�DW�DQ\�RI� WKH�IRXQGULHV�YLVLWHG�LQ� WKH�%DVTXH�FRXQWU\�� ,Q� WKH

8.� KRZHYHU�� WKH� OHJLVODWLRQ� LV� EHLQJ� HQIRUFHG�� 1HZ� LQVWDOODWLRQV� DOUHDG\� KDYH� WR

FRPSO\�ZLWK�WKH�HPLVVLRQ�OLPLWV��DQG�IRXQGULHV�DUH�FXUUHQWO\�HQWHULQJ�LQWR�FRQWUDFWV� WR

EH�VXSSOLHG�ZLWK�DEDWHPHQW�WHFKQRORJ\�WR�PHHW�WKH�$SULO������XSJUDGLQJ�GHDGOLQH�

7KH� PDLQ� LPSDFW� RI� WKH� HQYLURQPHQWDO� OHJLVODWLRQ� LQ� WKH� 8.� ZLOO� EH� IHOW� RQ� IHUURXV

IRXQGULHV�� 0HOWLQJ� FOHDQ� VFUDS� LQ� QRQ�IHUURXV� IRXQGULHV� ZLOO� QRW� UHTXLUH� IXPH

DEDWHPHQW��7KH� ORZHU�PHOWLQJ� WHPSHUDWXUH� RI� WKH�PDMRULW\� RI� QRQ�IHUURXV� DOOR\V� DOVR

PHDQV�WKDW� OHVV�92&V�DUH�JLYHQ�RII�GXULQJ�WKH�VDQG�FDVWLQJ�SURFHVV��*UDYLW\�DQG�ORZ

SUHVVXUH� GLH� FDVWLQJ� SURFHVV� DUH� UHODWLYHO\� HQYLURQPHQWDOO\� EHQLJQ� FRPSDUHG� WR� VDQG

FDVWLQJ��DOWKRXJK� WKHUH�DUH�HPLVVLRQV� IURP� WKH�GLH� OXEULFDQWV�XVHG� LQ� WKH� SUHVVXUH� GLH

FDVWLQJ�SURFHVV��&RUHPDNLQJ�KRZHYHU� LV� VXEMHFW� WR� WKH� VDPH�HQYLURQPHQWDO�SUHVVXUHV

DQG� VRPH� QRQ� IHUURXV� IRXQGULHV� XVH� FRUHV� LGHQWLFDO� WR� WKRVH� XVHG� LQ� VDQG� FDVWLQJ

IRXQGULHV�

7KH� VLQJOH� PRVW� H[SHQVLYH� HQYLURQPHQWDO� LQYHVWPHQW� UHTXLUHG� LV� OLNHO\� WR� UHODWH� WR

FOHDQHU� PHOWLQJ�� 7KLV� LV� DOVR� DQ� LQYHVWPHQW� ZKLFK� FDQ� EH� DWWULEXWHG� VROHO\� WR

HQYLURQPHQWDO� SUHVVXUH�� 2Q� WKH� RWKHU� KDQG�� PDQ\� FKDQJHV� LQ� FRUH� PDNLQJ� DQG

PRXOGLQJ�PD\�EH�SURPSWHG�E\�KHDOWK�DQG�VDIHW\� UDWKHU� WKDQ� HQYLURQPHQWDO� FRQFHUQV�

DOWKRXJK�WKH�EHQHILWV�DUH�IHOW�LQ�ERWK�DUHDV�

0RVW�:HVW�0LGODQGV�IRXQGULHV�DUH�OHDYLQJ�WKH�PRVW�H[SHQVLYH�HOHPHQWV�RI�XSJUDGLQJ�

IXPH� DUUHVWPHQW�� XQWLO� ODVW��+RZHYHU� D� VXEVWDQWLDO� DPRXQW� RI� LQYHVWPHQW� KDV� DOUHDG\

EHHQ� PDGH� LQ� VRPH� IRXQGULHV� HLWKHU� WR� PHHW� WKH� H[LVWLQJ� OHJLVODWLRQ�� LQ� UHVSRQVH� WR

SXEOLF� FRPSODLQWV� RU� EHFDXVH� QHZ� HTXLSPHQW� KDV� EHHQ� FRPPLVVLRQHG�� 7KH� VWDQGDUGV

VSHFLILHG� LQ� WKH� 3URFHVV�*XLGDQFH� QRWHV� KDYH� WR� EH�PHW� LQ� IXOO� LQ� WKH� FDVH� RI� QHZO\

FRPPLVVLRQHG�HTXLSPHQW�

7DEOH� ���� DQG� ���� VKRZ� SDVW� DQG� SODQQHG� HQYLURQPHQWDO� LQYHVWPHQWV� DW� WKH� ��

IRXQGULHV�YLVLWHG�LQ�WKH�%DVTXH�&RXQWU\�DQG�WKH�:HVW�0LGODQGV��7KH�IROORZLQJ�VHFWLRQV

GLVFXVV�LQ�PRUH�GHWDLO�WKH�VSHFLILF�HQYLURQPHQWDO�PHDVXUHV�ZKLFK�DUH�EHLQJ�XQGHUWDNHQ�
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)RXQGU\ 0HOWLQJ

PHWKRG

,QYHVWPHQW�DOUHDG\�PDGH )XWXUH�LQYHVWPHQW

:0�)�

*UH\�LURQ�	

6*�

UHSHWLWLRQ

&XSRODV

IRU�JUH\

LURQ�

HOHFWULF�IRU

6*

������N�QHZ�FXSRODV�DQG�IXPH

DUUHVWPHQW������N�RI�ZKLFK�ZDV

SXUHO\�IRU�EDJ�ILOWHU�

%HWWHU�VFUXEEHU��a���N��IRU

HFRORWHF�FRUHV��SRVVLEOH�FRVW�RI

DEDWLQJ�PDJQHVLXP�IXPH�IURP�WKH

6*�LURQ�WUHDWPHQW�SURFHVV�

:0�)�

*UH\�LURQ�

UHSHWLWLRQ

&XSRODV ���N���ODERXU�IRU�ILOWHU�RQ�WKH

GUHVVLQJ�VKRS��SDUWO\�+	6�GULYHQ��

����N��IRU�IXPH�DUUHVWPHQW�RQ

FXSRODV

:0�)�

$OXPLQLXP

UHSHWLWLRQ

(OHFWULF ���N�DPLQH�VFUXEEHU���LQVWDOOHG

FRVW�

���N�EDJ�ILOWHU�IRU�UHFODPDWLRQ

XQLW��$URXQG���N�IRU�PRQLWRULQJ

HTXLSPHQW�DQG�DGGLWLRQDO�FRVWV�IRU

VDPSOLQJ�

:0�)�

)HUURXV

DOOR\V

UHSHWLWLRQ

(OHFWULF $GGLWLRQDO�UXQQLQJ�FRVWV�RI�����N

IRU�$OSKDVHW�UDWKHU�WKDQ�IXUDQH�DLU

VHWWLQJ�VDQGV

���N�RQ�H[WUDFWLRQ������N�EDJ

ILOWHUV�DQG�PRQLWRULQJ��3RVVLEO\

DGGLWLRQDO�����N�IRU�FKLPQH\

DOWHUDWLRQV

:0�)�

*UH\�LURQ�

UHSHWLWLRQ

&XSRODV ���N�IRU�VHFRQG�KDQG�GU\�EDJ

ILOWUDWLRQ�IURP�WKH�IHWWOLQJ�VKRS��7KH

GXVW�H[WUDFWLRQ�ZDV�KHDOWK�DQG

VDIHW\�GULYHQ�

���N�QHZ�FXSRODV������������N

IRU�IXPH�DUUHVWPHQW�����N�RQ�D

VHFRQG�KDQG�DPLQH�VFUXEEHU��QRW

\HW�LQVWDOOHG��ZKLFK�WKH\�VXVSHFW

PD\�QRW�EH�DGHTXDWH�IRU�WKH�WDVN�

:0�)�

*UH\�LURQ�

-REELQJ

&XSRODV 1RQH�H[SOLFLWO\�IRU�HQYLURQPHQWDO

SHUIRUPDQFH

$UH�QRW�VXUH�ZKHWKHU�WR�ILW�D�EDJ

ILOWHU�DW�����N�RU�LQYHVW�LQ�HOHFWULF

PHOWLQJ�DW�D�WRWDO�FRVW�RI�����N

:0�)�

)HUURXV

DOOR\V

UHSHWLWLRQ

&XSRODV

IRU�JUH\

LURQ�

HOHFWULF�IRU

DOOR\V

��N�RQ�PRQLWRULQJ�����N�IXPH

H[WUDFWLRQ�DQG�WUHDWPHQW

:0�)�

$OXPLQLXP

UHSHWLWLRQ

(OHFWULF 1R�VLJQLILFDQW�LQYHVWPHQW 3RVVLEO\�����N�IRU�92&

HPLVVLRQV�DEDWHPHQW�SODQW��QRZ

XQOLNHO\�EHFDXVH�RI�FKDQJH�LQ

JXLGDQFH�QRWHV�

:0�)�

$OXPLQLXP

UHSHWLWLRQ

(OHFWULF 1R�VLJQLILFDQW�LQYHVWPHQW 0D\�KDYH�WR�VSHQG���������N�LQ

D��ZRUVW�FDVH�VFHQDULR��RQ�92&

DEDWHPHQW��QRZ�XQOLNHO\�EHFDXVH

RI�FKDQJH�LQ�JXLGDQFH�QRWHV�

:0�)��

$OXPLQLXP

UHSHWLWLRQ

(OHFWULF D�UXQQLQJ�FRVW�RI�����N�SHU�\HDU

H[WUD�ZDVWH�GLVSRVDO�FRVWV�IRU�XVLQJ

&2��6LOLFD�V\VWHP�IRU

HQYLURQPHQWDO�UHDVRQV�DORQH�

���N�IRU�IXPH�DUUHVWPHQW�IRU

PHOWLQJ��FRSSHU
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)RXQGU\ 0HOWLQJ�PHWKRG ,QYHVWPHQW�DOUHDG\�PDGH )XWXUH�LQYHVWPHQW

39�)� (OHFWULF �����P3WD�SDUWLFXODWH

DUUHVWPHQW�IRU�PRXOGLQJ�DQG

ILQLVKLQJ��1R�JUDQW

39�)� (OHFWULF ��P3WD�SDUWLFXODWH�DUUHVWPHQW

IRU�VKDNHRXW

��P3WD�WR�H[WUDFW

EHQWRQLWH�IURP

SDUWLFXODWH�IURP

VKDNHRXW��*UDQW

39�)� (OHFWULF ,QYHVWPHQWV�QHHGHG�EXW�WKH\

FRXOGQ¶W�DIIRUG�WKHP

39�)� (OHFWULF 'U\�ILOWHU�SDUWLFXODWH�DUUHVWPHQW

IRU�VKDNHRXW�IHWWOLQJ�ERRWKV�

*UDQW

39�)� &XSRODV 1RW�FDUU\LQJ�RXW�IXPH

DUUHVWPHQW�RQ�FXSRODV��*UDQW

ZRXOG�EH�RQO\����

39�)� &XSRODV�	�URWDU\

IXUQDFH

39�)� (OHFWULF ���P3WD�DUUHVWPHQW�IRU

VKDNHRXW����P3WD�VDQG�WUHDWPHQW

��P3WD�IXPH�DUUHVWPHQW�IURP

IXUQDFHV������LQ�JUDQWV�

1HZ�DUUHVWPHQW�DQG

H[WUDFWLRQ�HTXLSPHQW

DQG�QHZ�IORRULQJ

39�)� (OHFWULF ([WUDFWLRQ�HTXLSPHQW�WRWDOOLQJ

���P3WD��SUREDEO\�PRVWO\�+	6��

�������JUDQWV�

39�)� (OHFWULF

39�)��

������ &XSROD�HPLVVLRQV

%DVTXH�&RXQWU\

,Q� WKH�%DVTXH�&RXQWU\� WKHUH� LV�QR� UHJXODWRU\�SUHVVXUH� IRU� IRXQGULHV� WR� LPSURYH� WKHLU

HQYLURQPHQWDO�SHUIRUPDQFH��7KHUH� LV� VSHFLILF� HQYLURQPHQWDO� OHJLVODWLRQ� IRU�SDUWLFXODWH

HPLVVLRQV� IURP�FXSRODV�� DV�ZHOO� DV� D� JHQHUDO� SDUWLFXODWH� HPLVVLRQ� IURP� DQ\� LQGXVWULDO

SURFHVV��DOWKRXJK�WKLV�OHJLVODWLRQ�LV�QRW�HQIRUFHG��1RQH�RI�WKH�IRXQGULHV�YLVLWHG�KDG�DQ\

FRQWDFW�IURP�WKH�,QGXVWULDO�'HSDUWPHQW�LQ�UHODWLRQ�WR�WKHLU�HPLVVLRQV�

7KLV� GLIIHUHQFH� LQ� WKH� HQIRUFHPHQW� RI� UHJXODWLRQV� EHWZHHQ� WKH� WZR� UHJLRQV� PD\� EH

SDUWO\�H[SODLQHG�E\� WKH�H[WHQW�RI� WKH�SUREOHP�RI�FXSROD� HPLVVLRQV��&XSROD�PHOWLQJ� LV

WKH� SUHGRPLQDQW� PHDQV� RI� PHOWLQJ� LQ� IHUURXV� IRXQGULHV� LQ� WKH� 8.�� ZKHUHDV� LQ� WKH

%DVTXH�&RXQWU\�HOHFWULF�PHOWLQJ�GRPLQDWHV��7KH�UHODWLYHO\�VPDOO�QXPEHU�RI�FXSRODV� LQ

WKH� %DVTXH� &RXQWU\� DUH� DOVR� PDGH� OHVV� YLVXDOO\� GRPLQDQW� E\� WKH� QDWXUH� RI� WKH

ODQGVFDSH�

7KHUH� ZHUH� D� QXPEHU� RI� H[DPSOHV� RI� UHFHQW� VZLWFKHV� WR� HOHFWULF� LQGXFWLRQ� PHOWLQJ�

)RXQGU\�39�)�� LV� ORFDWHG� LQ� D� UHVLGHQWLDO� DUHD�� ,W� DEDQGRQHG� FXSROD�PHOWLQJ� LQ� -XQH

������7KH� UHDVRQV� IRU�PRYLQJ� WR�HOHFWULF�PHOWLQJ�ZHUH�� D�� LW� LV� D� VXSHULRU�PHWKRG� RI

SURGXFLQJ� 6*� LURQ�� E�� LW� UHGXFHV� ODERXU� UHTXLUHPHQWV�� DQG� F�� LW� UHGXFHV� HPLVVLRQV�

7KHUH�KDG�EHHQ�QR�SUHVVXUH�IURP�UHJXODWRUV�
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$QRWKHU� SURFHVV� FKDQJH� ZLWK� HQYLURQPHQWDO� LPSOLFDWLRQV� KDV� EHHQ� WKH� PRYH� IURP

HOHFWULF� DUF� IXUQDFH�� WR� HOHFWULF� LQGXFWLRQ� IXUQDFHV��(OHFWULF� DUF� IXUQDFHV� DUH� XVHG� IRU

PHOWLQJ� VWHHO��39�)��KDG�PRYHG�DZD\� IURP�HOHFWULF�DUF� IXUQDFHV� LQ������ LQ� RUGHU� WR

UHGXFH� ODERXU�FRVWV�� LPSURYH�HPLVVLRQV�DQG�HQHUJ\�HIILFLHQF\� DQG� LPSURYH� IOH[LELOLW\�

7KH�RQO\�GLVDGYDQWDJH�ZDV�WKH�LQFUHDVH�LQ� WKH�FRVW�RI� WKH�FOHDQHU�VFUDS�QHFHVVDU\� IRU

WKH�HOHFWULF�LQGXFWLRQ�IXUQDFH�

7KHUH�ZDV�DOVR� UHODWLYHO\� OLWWOH�HYLGHQFH�RI�SXEOLF� FRPSODLQWV� DERXW� IRXQGULHV��2I� WKH

WZR�FXSROD�PHOWHUV� LQWHUYLHZHG��39�)��ZDV�ORFDWHG�QHDU� WR�KRXVLQJ��ZLWK�D�EORFN�RI

IODWV� MXVW� DFURVV� WKH� URDG�� ZKLOVW� 39�)�� ZDV� QRW� ORFDWHG� QHDU� KRXVLQJ� �ZLWK� WKH

H[FHSWLRQ� RI� RQH� FRWWDJH� DERXW� ���PHWUHV� DZD\��� 7KHUH� KDG� EHHQ� SXEOLF� FRPSODLQWV

DJDLQVW� IRXQGU\� 39�)��� EXW� RQO\� UHJDUGLQJ� WKH� DPLQH� VPHOO� IURP� WKH� FRUH� PDNLQJ

SURFHVV�� 7KH� FXSRODV� WKHPVHOYHV� DSSDUHQWO\�ZHUH� QRW� UHJDUGHG� DV� D� SUREOHP� E\� WKH

ORFDO�SHRSOH��7KH� IRXQGU\�KDG�DEDQGRQHG� WKH�XVH�RI� WKH� DPLQH� FROG� ER[� FRUHPDNLQJ

SURFHVV�LQ�UHVSRQVH�WR�WKH�FRPSODLQWV��DQG�KDG�WUDQVIHUUHG�WR�WKH�OHVV�RGRURXV�%HWDVHW

SURFHVV��$FFRUGLQJ�WR�WKH�LQWHUYLHZHH�DW�39�)��WKH�UHVLGHQWV�RI�WKH�FRWWDJH�QHDU�WKHP

KDG� FRPSODLQHG� DERXW� WKHP�� EXW� LQGLFDWHG� WKDW� WKH\� ZHUH� QRW� WDNHQ� YHU\� VHULRXVO\

EHFDXVH�µWKH\�DUH�DOZD\V�FRPSODLQLQJ¶�

:HVW�0LGODQGV

&XSROD�PHOWHUV�LQ�WKH�8.�DUH�LQ�WKH�SURFHVV�RI�XSJUDGLQJ�WKHLU�SURFHVVHV�DV�D�UHVXOW�RI

WKH�(QYLURQPHQWDO� 3URWHFWLRQ�$FW��7KH\� IDFH� WKH� RSWLRQ� RI� DEDWLQJ� FXSROD� HPLVVLRQV

ZLWK� HQG�RI�SLSH� EDJ� ILOWHU� WHFKQRORJ\�� FRQYHUWLQJ� WR� HOHFWULF� PHOWLQJ� RU� FORVLQJ�

$OWKRXJK�HOHFWULF�PHOWLQJ� LV� VHHQ�DV�DQ�RSWLRQ� IRU�PHHWLQJ�HPLVVLRQV� OLPLWV�� UHODWLYHO\

IHZ� IRXQGULHV� VHHP� OLNHO\� WR� FRQYHUW� WR� HOHFWULF� PHOWLQJ� RQ� HQYLURQPHQWDO� JURXQGV

DORQH�

3ODFLQJ� WKH� LQWHUYLHZ� VDPSOH� LQ� D� ZLGHU� FRQWH[W�� WKH� %ULWLVK� )RXQGU\� $VVRFLDWLRQ

�%)$�� HVWLPDWHV� WKDW� WKHUH� DUH� ��� IRXQGULHV� LQ� WKH� 8.� ZLWK� FXSRODV� RI� RYHU� �

WRQQHV�KRXU� FDSDFLW\��ZKLFK� HPLW� D� WRWDO� RI� ���� WRQQHV�DQQXP� RI� SDUWLFXODWH� PDWWHU�

7KHVH�IRXQGULHV�PXVW�FRPSO\�ZLWK�QHZ�HPLVVLRQ�OLPLWV�LQ�������7KH\�HVWLPDWH�WKDW�WKLV

ZRXOG�EH�UHGXFHG�WR�����WRQQHV�DQQXP�ZLWK�WKH�FXUUHQW�HPLVVLRQV�OLPLW�RI����PJ�P
�

DQG� ��� WRQQHV�DQQXP� ZLWK� WKH� SURSRVHG� ORZHU� HPLVVLRQV� OLPLW� RI� ��PJ�P
�
�� 7KH\

HVWLPDWH�WKDW�WKHUH�DUH�DOVR����FXSRODV�KDYLQJ�D�FDSDFLW\�RI�OHVV�WKDQ���WRQQHV�SHU�KRXU�

EXW�SURGXFLQJ�D� WRWDO�RI�RYHU�����WRQQHV�RI� LURQ�SHU�ZHHN��7KHVH�ZLOO�EH�FRYHUHG�E\

HPLVVLRQ�UHJXODWLRQV�IURP�WKH�\HDU������

$� UHFHQW� DVVHVVPHQW� RI� WKH�PDUNHW� IRU� EDJ� ILOWHUV� DVVXPHV� WKDW� ��� RI� WKH� ��� NQRZQ

FXSROD� PHOWHUV� ZLWK� D� FDSDFLW\� RI� OHVV� WKDQ� �� WRQQHV� DQ� KRXU� ZLOO� FKRRVH� WR� UHWDLQ

FXSRODV�DQG�ILW�EDJ�ILOWHUV�DQG�WKDW����ODUJHU�FXSROD�PHOWHUV���DOO�JUH\�LURQ�PHOWHUV�DQG

KDOI� RI� WKRVH� PHOWLQJ� ERWK� JUH\� LURQ� DQG� 6*� �� ZLOO� FKRRVH� WR� UHWDLQ� WKHLU� FXSRODV�

)RXQGULHV�PHOWLQJ�6*�LURQ�RQO\�DUH�DVVXPHG�WR�FRQYHUW�WR�HOHFWULF�PHOWLQJ���

2XW� RI� WKH� VL[� IHUURXV� IRXQGULHV� LQWHUYLHZHG� ILYH�PHOW�ZLWK� FXSRODV� �VHH� 7DEOH� �����

7KHUH�DUH� WZR�ODUJH�UHSHWLWLRQ�IRXQGULHV��:0�)��DQG�:0�)���ZKLFK�PHOW�DW����DQG

�����������������������������������������������

�� 3URIHVVRU� &ROLQ�$SSOHE\�� � 'U\� EDJ� ILOWUDWLRQ� RQ� FXSRODV� LQ� WKH� 8.� LURQ� IRXQGLQJ� LQGXVWU\�� D
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© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

��

��� WRQQHV�KRXU� UHVSHFWLYHO\�� WZR� ORZ� YROXPH� UHSHWLWLRQ� IRXQGULHV� �:0�)�� DG�:0�

)���PHOWLQJ�DW���DQG�����WRQQHV�KRXU�UHVSHFWLYHO\�DQG�:0�)���D�MREELQJ�IRXQGU\��ZLWK

D�����WRQQH�KRXU�FXSROD��:0�)��DOVR�KDV�DQ�HOHFWULF�IXUQDFH�IRU�VWHHO�DOOR\V�

2I�WKHVH�ILYH�IRXQGULHV��RQO\�RQH�:0�)��LV�FRQVLGHULQJ�WKH�HOHFWULF�RSWLRQ��:0�)��LV

D� MREELQJ�IRXQGU\�DQG� WKH�EDWFK�RXWSXW�RI�DQ�HOHFWULF� IXUQDFH� LV�PRUH�FRQYHQLHQW��$W

WKH�PRPHQW�WKH\�RQO\�XVH�WKHLU�FXSROD�IRU�WKUHH�GD\V�D�ZHHN��7KH�0DQDJLQJ�'LUHFWRU

LV�FRQYLQFHG�WKDW� WKH� IRXQGU\�QHHGV� WR� LQYHVW� LQ�HOHFWULF�PHOWLQJ�EHFDXVH�RI� WKH�RWKHU

EHQHILWV� LW� ZLOO� EULQJ�� +H� LV� XQVXUH� ZKHWKHU� WKH� IRXQGU\� RZQHUV� �D� VPDOO� KROGLQJ

FRPSDQ\�ZLWK�QR�SUHYLRXV�LQYHVWPHQW�LQ�IRXQGULHV��ZLOO�EH�SUHSDUHG�WR�VSHQG���������

RQ�DQ�HOHFWULF�IXUQDFH��7KH�FDSLWDO�FRVWV�RI�D�EDJ�ILOWHU�ZRXOG�EH����������

7KH� RWKHU� IRXU� IRXQGULHV� DUH� UHWDLQLQJ� WKHLU� FXSRODV� DQG� LQYHVWLQJ� LQ� EDJ� ILOWHUV�

)RXQGU\�:0�)��LV�DQ�H[FHSWLRQ�EHFDXVH�LWV�FXSRODV�IDOO�EHORZ� WKH��� WRQQH�KRXU� VL]H

WKUHVKROG�DQG�HPLVVLRQ�OLPLWV�ZLOO�QRW�DSSO\�XQWLO�������)RXQGU\�:0�)��LV�LQ�WKH�VL]H

UDQJH� SUHGLFWHG� WR� SRVVLEO\� PRYH� WR� HOHFWULF� PHOWLQJ�� 7KH� FRPPLWPHQW� WR� FXSROD

PHOWLQJ�DW�IRXQGU\�:0�)��LV�GHPRQVWUDWHG�E\�WKH�IDFW�WKDW�WKH\�DUH�KDYLQJ�WR�UHSODFH

WKHLU�H[LVWLQJ�FXSRODV��DW�D� WRWDO�FRVW�RI���������ZLWK�D�IXUWKHU��������������IRU�EDJ

ILOWHUV�� 7KH\� FRQVLGHUHG� HOHFWULF�PHOWLQJ�� WKLQNLQJ� LW� ZRXOG� EH� EHQHILFLDO� RQO\� LI� WKH\

ZHUH�FRQVLGHULQJ�JRLQJ�LQWR�RWKHU�PHWDOV��RU�LI�WKH\�ZHUH�RQO\�PHOWLQJ�D�FRXSOH�RI�GD\V

D�ZHHN�

7KH� UHPDLQLQJ� LURQ� IRXQGULHV� PHOW� HOHFWULFDOO\� EHFDXVH� LW� VXLWV� WKHLU� PHWDO� GHPDQG�

)RXQGU\� :0�)�� PHOWV� H[FOXVLYHO\� E\� HOHFWULFLW\� DQG� SURGXFHV� VSHFLDOLVW� DOOR\V�

)RXQGU\� :0�)�� PHOWV� JUH\� LURQ� LQ� D� FXSROD�� EXW� DOVR� XVHV� HOHFWULF� PHOWLQJ� IRU

VSHFLDOLVW� DOOR\V�� )RXQGU\�:0�)�� KDV� D� FXSROD� IRU� JUH\� LURQ� EXW� DOVR� XVHV� HOHFWULF

PHOWLQJ�IRU�6*�LURQ�

7KH�WLJKWHQLQJ�RI�WKH�HPLVVLRQV�OLPLW�HIIHFWLYHO\�WLHV�WKH�IRXQGULHV� WR�GU\�EDJ�ILOWUDWLRQ

DV�WKH�µEHVW�DYDLODEOH�WHFKQRORJ\�QRW�HQWDLOLQJ�H[FHVVLYH�FRVW¶��%$71((&���(YHQ�ZLWK

DQ� HPLVVLRQV� OLPLW� RI� ���PJ�P
�
� PDQ\� IRXQGULHV� KDG� LQWHQGHG� WR� LQYHVW� LQ� WKLV

WHFKQRORJ\��DV�LW�KDV�DGYDQWDJHV�RYHU�DOWHUQDWLYH�ZHW�DQG�GU\�ILOWUDWLRQ�RSWLRQV��2WKHU

SRWHQWLDO� WHFKQRORJLHV� VXFK� DV� FHUDPLF� ILOWUDWLRQ�� DQG� ILOWUDWLRQ� WKURXJK� D� ILOWHU� FDNH

VXSSRUWHG�RQ�VWDLQOHVV�VWHHO�PHVK�KDYH�QRW�EHHQ�SURYHQ�

7KH� FDSLWDO� FRVW� RI� D� GU\� EDJ� ILOWHU� YDULHV� DFFRUGLQJ� WR� WKH� VL]H� RI� WKH� FXSROD�� 7KH

FDSLWDO�FRVW�YDULHV�EHWZHHQ�DURXQG�����������������IRU�FXSRODV�RI� OHVV� WKDQ���WRQQHV

DQ� KRXU� FDSDFLW\�� 7KH� UXQQLQJ� FRVWV� DUH� HVWLPDWHG� DW� ���������� IRU� HOHFWULFLW\�� ���

������� PDLQWHQDQFH� DQG� ���� ������� IRU� EDJV�� )RU� D� ODUJHU� FXSROD� FDSLWDO� FRVWV� DUH

HVWLPDWHG�DW�DURXQG�����������������ZLWK�UXQQLQJ�FRVWV�RI���������������IRU�HQHUJ\�

����������IRU�PDLQWHQDQFH�DQG���������IRU�UHSODFHPHQW�EDJV���

$V�SDUW�RI�WKH�IRXU�\HDUO\�UHYLHZ�RI�WKH�SURFHVV�JXLGDQFH�QRWHV�WKH�%)$�SURYLGHG�WKH

$LU�4XDOLW\�'LYLVLRQ�RI�WKH�'HSDUWPHQW�RI�WKH�(QYLURQPHQW�ZLWK�VRPH�LQIRUPDWLRQ�RQ

WKH�OLNHO\�LPSDFW�RI�WKH�SURSRVHG�3URFHVV�*XLGDQFH�1RWH�FKDQJHV��7KLV�LQIRUPDWLRQ�LV

VXPPDULVHG�LQ�7DEOH�����

�����������������������������������������������

�� %&,5$�UHVSRQVH�WR�TXHVWLRQV�UDLVHG�E\�6LPRQ�6PLWK�LQ�KLV�OHWWHU�WR�0U�1�*OH GKLOO��RI�WKH�%ULWLVK

)RXQGU\�$VVRFLDWLRQ����WK�)HEUXDU\������
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$FFRUGLQJ�WR�WKH�%)$��WKH�LQYHVWPHQW�UHTXLUHG�DSSHDUV�WR�EH�LQ�WKH�RUGHU�RI���������

PLOOLRQ� IRU�FXSRODV�DORQH��7KLV� LV� DURXQG� ���� �� �����RI� WKH� IHUURXV� IRXQGULHV� SODQW

DQG� PDFKLQHU\� DFTXLVLWLRQ� H[SHQGLWXUH� IRU� ������ DQG� ���� �� ����� RI� WKH� WRWDO� QHW

��FDSLWDO�H[SHQGLWXUH�RI�WKH�IHUURXV�IRXQGU\�LQGXVWU\��7DEOH������

$Q�DOWHUQDWLYH�HVWLPDWH�LV� WKDW� WKH�WRWDO�PDUNHW�IRU�EDJ�ILOWHUV�� WDNLQJ�LQWR�DFFRXQW� WKH

OLNHOLKRRG�WKDW�VRPH�FXSROD�PHOWHUV�ZLOO�FKRRVH�WR�PRYH�WR�HOHFWULF�PHOWLQJ�ZLOO�EH����

PLOOLRQ�EHWZHHQ������DQG������IRU�FXSROD�PHOWHUV�RI�RYHU���WRQQHV�KRXU�FDSDFLW\��DQG

���PLOOLRQ�IURP������WR��������

7$%/(������%)$�&267�(67,0$7(6�)25�'5<�%$*�),/75$7,21

/DUJH�FXSRODV /DUJH�FXSRODV 6PDOO�FXSRODV

�����W�K��!����W�Z�

����PJ�P
�

�FXUUHQW�OLPLW�

���PJ�P
�

�SURSRVHG�QHZ�OLPLW�

���PJ�P
�

�SURSRVHG�QHZ�OLPLW�

PLQ PD[� PD[� PLQ PLQ PD[�

FDSLWDO �������� �������� �������� ���������� �������� ��������

HQHUJ\ ������� �������� ������� �������� ������ �������

PDLQWHQDQFH ������ ������� ������ ������� ������ ������

ZDWHU ������� ������� �� ��

EDJV ������� ������� ������� ������� ������ �������

%)$�HVWLPDWHG

LQGXVWU\�FDSLWDO

FRVWV

������P ���P ������������P

%)$�HVWLPDWHG

LQGXVWU\�UXQQLQJ

FRVWV

��P ����P ����P

�����������������������������������������������

�� 3URIHVVRU� &ROLQ�$SSOHE\�� � 'U\� EDJ� ILOWUDWLRQ� RQ� FXSRODV� LQ� WKH� 8.� LURQ� IRXQGLQJ� LQGXVWU\�� D
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����� $EDWHPHQW�RI�RWKHU�IRXQGU\�HPLVVLRQV

2WKHU� LPSRUWDQW� IRXQGU\� HPLVVLRQV� DUH�� D�� SDUWLFXODWH� PDWWHU� IURP� VKDNHRXW� �ZKHUH

FDVWLQJV� DUH� VKDNHQ� RXW� RI� WKHLU� VDQG�PRXOGV��� IHWWOLQJ� DQG� RWKHU� GUHVVLQJ� SURFHVVHV�

DQG� E�� 92&� HPLVVLRQV� IURP� FRUHPDNLQJ� DQG� PRXOG� PDNLQJ�� 7KHVH� HPLVVLRQV� DUH

GLIIHUHQW� IURP�FXSROD� IXPH�DV� WKH\�RFFXU� LQVLGH� WKH� IRXQGU\� DQG� SUHVVXUH�PD\� FRPH

SULPDULO\� WKURXJK� KHDOWK� DQG� VDIHW\� FRQVLGHUDWLRQV�� ,I� WKH� SDUWLFXODWH� HPLVVLRQV� � IURP

VKDNHRXW� DQG� GUHVVLQJ� HPLVVLRQV� ZHUH� QRW� H[WUDFWHG� IURP� WKH� IRXQGU\�� WKH� LQWHUQDO

ZRUNLQJ� HQYLURQPHQW�ZRXOG� EH� LQWROHUDEOH�� 2QFH� WKH� HPLVVLRQV� KDYH� EHHQ� H[WUDFWHG

WKHUH�PD\�RU�PD\�QRW�EH�WUHDWPHQW�

7KH� H[WUDFWLRQ� IURP� WKH� VKDNHRXW� SURFHVV�PD\� EH� VR� ODGHQ�ZLWK� SDUWLFXODWH� WKDW� WKH

IRXQGU\� ZLOO� DFW� ZLWKRXW� OHJLVODWLYH� SUHVVXUH�� )RU� H[DPSOH� WKH� IRXQGU\� FDU�SDUN� RU

JURXQGV�FRXOG�EHFRPH�WRR�GXVW\��RU�WKH�GXVW�PD\�UH�HQWHU�WKH�IRXQGU\�EXLOGLQJV�

$PLQH� FXUHG� FRUHPDNLQJ� DQG� PRXOG� PDNLQJ� SURFHVVHV� LQ� SDUWLFXODU� FDQ� FDXVH

SUREOHPV�� 7KH� DPLQH� KDV� D� YHU\� FKDUDFWHULVWLF� DQG� SXQJHQW� VPHOO� ZKLFK� FDQ� EH

RYHUSRZHULQJ�LI�QRW�H[WUDFWHG�IURP�WKH�IRXQGU\��,W�LV�RIWHQ�D�FDXVH�RI�SXEOLF�FRPSODLQW

RXWVLGH�WKH�IRXQGU\��3UHVVXUH�WR�HLWKHU�LQVWDOO�DEDWHPHQW�HTXLSPHQW��DQ�DPLQH�VFUXEEHU�

RU� WR� FKDQJH� WKH� FRUH�PRXOG�PDNLQJ� SURFHVV� WR� D� OHVV� RGRURXV� DOWHUQDWLYH� FDQ� FRPH

IURP�IRXQGU\�HPSOR\HHV�DV�ZHOO� DV� WKH�JHQHUDO�SXEOLF��7DEOHV�����DQG����� VXPPDULVH

DOVR� LQYHVWPHQWV� WKDW� IRXQGULHV� KDYH�PDGH�� RU� DUH� LQWHQGLQJ� WR�PDNH�� LQ� DUHDV� RWKHU

WKDQ�PHOWLQJ�

%DVTXH�&RXQWU\

,Q� WKH� %DVTXH� &RXQWU\�� LQYHVWPHQWV� UHODWHG� WR� SURFHVVHV� RWKHU� WKDQ� PHOWLQJ

SUHGRPLQDWH�� ,W� VKRXOG�EH� HPSKDVLVHG� WKDW� WKH� LQLWLDO� GULYLQJ� IRUFH� IRU� VRPH�RI� WKHVH

LQYHVWPHQWV� LV� QRW� HQYLURQPHQWDO� SUHVVXUH� EXW� KHDOWK� DQG� VDIHW\�� ,QWHUYLHZHHV� RIWHQ

FRQIXVHG� KHDOWK� DQG� VDIHW\�ZLWK� HQYLURQPHQWDO� SUHVVXUH��0DQ\� %DVTXH� LQWHUYLHZHHV�

ZKHQ�DVNHG�DERXW�HQYLURQPHQWDO�H[SHQGLWXUH��JDYH�LQIRUPDWLRQ�DERXW�IXPH�H[WUDFWLRQ

HYHQ�LI�WKLV�IXPH�ZDV�QRW�VXEVHTXHQWO\�WUHDWHG�

%DVTXH� ILUPV� DUH� PDNLQJ� HQYLURQPHQWDO� LQYHVWPHQWV� �� RU� LQYHVWPHQWV� ZLWK� DQ

HQYLURQPHQWDO� EHQHILW� ��ZLWKRXW� OHJLVODWLYH� HQYLURQPHQWDO� SUHVVXUH�� 7KHVH� DUH� GXH� WR

SUHVVXUH�IURP�ZRUNHUV��SUHVVXUH�IURP�WKH�SXEOLF�RU�EHFDXVH�WKH�HPLVVLRQV�ZRXOG�FDXVH

RSHUDWLRQDO� SUREOHPV� LI� WKH\� ZHUH� QRW� DEDWHG�� :LWK� WKH� H[FHSWLRQ� RI� 39�)��� DOO

LQYHVWPHQW�ZDV�VXSSRUWHG�ZLWK�JUDQWV�IURP�WKH�3,70$�SURJUDPPH�

)RXQGU\�39�)��PRYHG�DZD\�IURP�WKH�DPLQH�FRUH�PDNLQJ�SURFHVV�WR�WKH�OHVV�RGRURXV

%HWDVHW� SURFHVV� GXH� WR� SXEOLF� FRPSODLQW�� 6HYHUDO� RI� WKH� RWKHU�%DVTXH� IRXQGULHV� DOVR

XVHG�DPLQH�FROG�ER[�FRUHV���39�)���39�)���39�)��	�39�)�����,Q�WKH�:HVW�0LGODQGV�

:0�)�� WUDQVIHUUHG� WR� DPLQH� FROG� ER[� FRUHV� IURP� KRW� ER[� FRUHV� µGXH� WR� FRVW� DQG

HQYLURQPHQWDO�FULWHULD¶���)RXQGU\�39�)��KDG�DQ�DPLQH� VFUXEEHU��EXW�NQHZ� WKDW� LW�GLG

QRW� IXQFWLRQ� HIIHFWLYHO\�� )RXQGULHV� 39�)� ��� 39�)�� DQG� 39�)�� GLG� QRW� KDYH� DPLQH

VFUXEEHUV�DQG�ZHUH�QRW�XQGHU�DQ\�SUHVVXUH�WR�LQVWDOO�WKHP�
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:HVW�0LGODQGV

7KH�H[SHQGLWXUH�LQFXUUHG�E\�IHUURXV�IRXQGULHV�LQ�WKH�8.�KDV�PDLQO\�EHHQ�IRU��D��DEDWHPHQW

RI�SDUWLFXODWH�PDWWHU�H[WUDFWHG�IURP�IRXQGU\�SURFHVVHV��VXFK�DV�IHWWOLQJ�RU�VDQG�UHFODPDWLRQ�

E�� DPLQH� VFUXEEHUV�� DQG� F�� VRPH� HQYLURQPHQWDO�PRQLWRULQJ� FRVWV�� )HZ� RI� WKH� 8.� QRQ�

IHUURXV�IRXQGULHV�LQWHUYLHZHG�EHOLHYHG�WKH\�ZRXOG�KDYH�WR�PDNH�VXEVWDQWLDO�LQYHVWPHQWV�WR

XSJUDGH��DOWKRXJK�WZR�RXW�RI�WKH�IRXU�EHOLHYHG�WKDW�LW�ZRXOG�FRVW�DURXQG����������LI�92&

HPLVVLRQV�KDG�WR�EH�DEDWHG��+RZHYHU��WKH�GHILQLWLRQ�RI�SURFHVVHV�IRU�ZKLFK�92&�HPLVVLRQV

OLPLWV�ZLOO�DSSO\�ZHUH�UHYLVHG�GXULQJ�D�UHYLHZ�RI�WKH�SURFHVV�JXLGDQFH�QRWHV��(PLVVLRQ�OLPLWV

ZLOO�QRZ�DSSO\�RQO\�WR�LQYHVWPHQW�FDVWLQJ�DQG�VDQG�UHFODPDWLRQ�SODQW��VR�WKHVH�QRQ�IHUURXV

IRXQGULHV�GR�QRW�IDFH�WKHVH�KLJK�FRVWV�

2QH�RI�WKH�QRQ�IHUURXV�IRXQGULHV�KDG�WR�LQVWDOO�DQ�DPLQH�VFUXEEHU��7KLV�LQYHVWPHQW�ZDV

UHTXLUHG�EHIRUH�WKH�XSJUDGLQJ�GHDGOLQH�DV�WKH�IRXQGU\�KDG�LQWURGXFHG�QHZ�FRUHPDNLQJ

HTXLSPHQW�

7ZR�RI�WKH�IRXQGULHV��:0�)���DQG�:0�)���KDYH�LQFXUUHG�DGGLWLRQDO�UXQQLQJ�FRVWV�DV

D� FRQVHTXHQFH� RI� FKDQJHV� PDGH� WR� WKHLU� VDQG� PRXOGLQJ� SURFHVVHV�� ,Q� WKH� FDVH� RI

IRXQGU\�:0�)�� WKH� HQYLURQPHQW� LQVLGH� WKH� IRXQGU\� KDG� EHHQ� WKH� PRUH� VLJQLILFDQW

IDFWRU� LQ� WKH�GHFLVLRQ��ZKHUHDV� IRXQGU\�:0�)���KDG� EHHQ� WKH� VXEMHFW� RI� FRPSODLQWV

IURP�WKH�KRXVHV�ZKLFK�VXUURXQG�LW�RQ�WKUHH�VLGHV�

)RXQGU\�:0�)���FRQYHUWHG�IURP�FKHPLFDOO\�ERQGHG�VDQG�PRXOGLQJ�WR�LQRUJDQLF�PRXOGLQJ

V\VWHPV��&2��VLOLFDWH�V\VWHP�DQG�JUHHQVDQG��ZLWK�VKHOO�FRUHV��3ULRU� WR� WKLV� WKH\�XVHG�FRUH

PDNLQJ�DQG�PRXOGLQJ�V\VWHPV�ZKLFK�HPLWWHG�92&V�DQG�RGRXUV�GXULQJ�WKH�PRXOG�PDNLQJ

DQG�FDVWLQJ�SURFHVV��7KLV�FKDQJH�KDV�EURXJKW�QR�DGYDQWDJH�LQ�WHUPV�RI�TXDOLW\�RU�FRVW�DQG

WKH\�KDYH�ORVW�VRPH�RI�WKHLU�FXVWRPHUV�DV�D�UHVXOW��7KH�FKDQJH�DOVR�UHVXOWHG�LQ�DQ�LQFUHDVH�LQ

WKH�FRVW�RI�VDQG�GLVSRVDO��7KH\�ZHUH�SUHYLRXVO\�UHFODLPLQJ�VRPH�RI�WKH�FKHPLFDOO\�ERQGHG

VDQG�� 7KH� LQWHUYLHZHH� EHOLHYHG� WKDW� WKH� TXDQWLW\� RI� VDQG� WKH\� QRZ� GXPS� KDG� WUHEOHG�

FRVWLQJ�WKHP�DQ�DGGLWLRQDO���������SHU�PRQWK�

����� 5HGXFWLRQ�RI�VROLG�ZDVWH

)RXQGULHV� JHQHUDWH� D� ODUJH� YROXPH� RI� VROLG� ZDVWH�� WKH� PDMRULW\� RI� ZKLFK� LV� XVHG

PRXOGLQJ� VDQG�� :DVWH� VDQG� LV� LQHUW�� DOWKRXJK� SKHQROV� FDQ� EH� OHDFKHG� LQWR� ZDWHU

FRXUVHV� LI� VLJQLILFDQW� DPRXQWV� RI� FKHPLFDO� ELQGHUV� DUH� SUHVHQW��0RVW� IRXQGU\� VDQG� LV

ODQGILOOHG�

$OO� JUHHQVDQG� IRXQGULHV�� DQG� PDQ\� IRXQGULHV� XVLQJ� FKHPLFDOO\� ERQGHG� VDQG�� UHF\FOH

WKHLU�VDQG��+RZHYHU�UHF\FOHG�VDQG�FDQ�RQO\�EH�XVHG�WR�PDNH�PRXOGV��FRUHV�KDYH�WR�EH

PDGH�ZLWK�QHZO\�SXUFKDVHG�VDQG�RU�UHFODLPHG�VDQG��ZKLFK�LV�RI�VLPLODU�TXDOLW\�WR�QHZ

VDQG��'HVSLWH�WKH�IDFW�WKDW�VDQG�LV�UHF\FOHG��IRXQGULHV�VWLOO�GLVSRVH�RI�VDQG�EHFDXVH��D�

VRPH�VDQG�PXVW�EH�GXPSHG�WR�PDNH�ZD\�IRU�QHZ�FRUH�VDQG��DQG�E��DIWHU�D�QXPEHU�RI

F\FOHV�WKH�VDQG�TXDOLW\�GHWHULRUDWHV�

7KH�DPRXQW�RI�ZDVWH�VDQG�JHQHUDWHG�E\�D�IRXQGU\�LV�HTXLYDOHQW�WR�WKH�DPRXQW�RI�QHZ

VDQG�SXUFKDVHG���DQG�WKH�ODWWHU�LV�RIWHQ�NQRZQ�ZLWK�JUHDWHU�DFFXUDF\�WKDQ�WKH�IRUPHU�

7KH� FRVW� RI� VDQG� GLVSRVDO� LV� LQFUHDVLQJ�� DQG� WKLV� LV� SODFLQJ� LQFUHDVLQJ� SUHVVXUH� RQ

IRXQGULHV� WR� UHFODLP� WKHLU� PRXOGLQJ� VDQG�� 6DQG� FDQ� EH� UHFODLPHG� E\� D� QXPEHU� RI

GLIIHUHQW�WUHDWPHQWV�
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6DQG� UHFODPDWLRQ� FRXOG� EH� GHVFULEHG� DV� DQ� HQYLURQPHQWDO� LQYHVWPHQW�� DOWKRXJK� WKH

GULYLQJ�IRUFH�LV�DYRLGLQJ�WKH�FRVW�RI�ODQGILOOLQJ�UDWKHU�WKDQ�HQYLURQPHQWDO�LPSURYHPHQW�

,I�VDQG�UHFODPDWLRQ�SODQW�LV�LQWURGXFHG�LW�LV�XVXDOO\�QHFHVVDU\�WR�LQVWDOO�DUUHVWPHQW�SODQW

IRU�SDUWLFXODWH�PDWWHU�DQG�SRVVLEO\�92&V�

���� 4XDOLW\�0DQDJHPHQW�DQG�(QYLURQPHQWDO�0DQDJHPHQW�6\VWHPV

,PSURYLQJ� TXDOLW\� LV� VHHQ� DV� DQ� LPSRUWDQW� IDFWRU� LQ� PDLQWDLQLQJ� RU� LPSURYLQJ

FRPSHWLWLYHQHVV�DQG�PD\�DOVR�KDYH�DQ�LQGLUHFW�HIIHFW�RQ�HQYLURQPHQWDO�SHUIRUPDQFH��,I

LPSURYLQJ�TXDOLW\�LV�DFKLHYHG�WKRXJK�LQFUHDVHG�DWWHQWLRQ�WR�WKH�PDQXIDFWXULQJ�SURFHVV�

WKHQ� IRXQGU\� \LHOG� PD\� LPSURYH� WKRXJK� UHGXFHG� VFUDS� UDWHV�� ,I� WKH� VFUDS� UDWH� LV

UHGXFHG�WKHQ�D�VPDOOHU�DPRXQW�RI�PHWDO�ZLOO�KDYH�WR�EH�PHOWHG�DQG�IHZHU�PRXOGV�DQG

FRUHV� PDGH� WR� SURGXFH� WKH� VDPH� QXPEHU� RI� JRRG� FDVWLQJV�� 7KHUH� LV� WKHUHIRUH� D

UHGXFWLRQ�LQ�HQYLURQPHQWDO�LPSDFWV��

7KHUH� PD\� DOVR� EH� QHJDWLYH� HQYLURQPHQWDO� LPSDFWV� RI� DQ� LQFUHDVH� LQ� TXDOLW\�� )RU

H[DPSOH� LI� D� YHU\� JRRG� VXUIDFH� ILQLVK� LV� UHTXLUHG�� WKH� IRXQGU\�PD\� KDYH� WR� XVH� VKHOO

PRXOGLQJ��D�SURFHVV�ZKLFK�HPLWV�PRUH�92&V�WKDQ�JUHHQVDQG�PRXOGLQJ�

,QWHUYLHZHHV� ZHUH� DVNHG� DERXW� WKHLU� TXDOLW\� PDQDJHPHQW� DQG� WKH� LQIOXHQFH� RI

FXVWRPHUV� �VHH� EHORZ�� LQ� RUGHU� WR� LQYHVWLJDWH� SRVVLEOH� FRQQHFWLRQV� EHWZHHQ� WKHVH

IDFWRUV�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�DQG�FRPSHWLWLYHQHVV��,QWHUYLHZHHV�ZHUH�DVNHG

LI�WKH\�KDG�WKH�TXDOLW\�VWDQGDUG�%6�������RU�LQWHUQDWLRQDO�HTXLYDOHQWV�VXFK�DV�WKH�,62

�����VHULHV���ZK\�WKH\�REWDLQHG�LW�DQG�KRZ�HIIHFWLYH�WKH\�IHOW� LW�KDG�EHHQ��7KH\�ZHUH

DVNHG�KRZ�WKH�VWDQGDUG�FRPSDUHG�ZLWK�RWKHU�FXVWRPHU�TXDOLW\�FHUWLILFDWHV� WKH\�PLJKW

KDYH�DQG�DERXW�RWKHU�LPSOLFDWLRQV�RI�FXVWRPHU�SUHVVXUH�LQ�RUGHU�WR�VHH�LI�WKHUH�ZDV�DQ\

HQYLURQPHQWDO�SUHVVXUH��HLWKHU�H[SOLFLWO\�RU�LQGLUHFW��H[HUWHG�E\�FXVWRPHUV�

:KHQ� DVNHG� ZKHWKHU� DFKLHYLQJ� JRRG� TXDOLW\� �LUUHVSHFWLYH� RI� ZKHWKHU� VWDQGDUGV� DUH

KHOG��KDV�DQ\� LQGLUHFW�HIIHFW�RQ�HQYLURQPHQWDO�SHUIRUPDQFH�� WKH� UHVSRQVH�ZDV�YDULHG�

6RPH� LQWHUYLHZHHV� PDLQWDLQHG� WKDW� WKHUH� LV� QR� FRQQHFWLRQ� EHWZHHQ� DFKLHYLQJ� KLJK

TXDOLW\� DQG� WKH� HQYLURQPHQWDO� SHUIRUPDQFH� RI� D� IRXQGU\� DQG� WKDW� HPLVVLRQV� FDQ� EH

UHJDUGHG�DV�H[WHUQDO�WR�WKH�IRXQGU\��2WKHUV�PDLQWDLQ�WKDW�HQYLURQPHQWDO�SHUIRUPDQFH�LV

WLHG�LQ�ZLWK�ZHOO�RUJDQLVHG�PDQXIDFWXUH�DQG�ZRXOG� WKHUHIRUH�KDYH�D�EHQHILFLDO� HIIHFW�

&RUUHODWLRQV� EHWZHHQ� FRPSHWLWLYHQHVV�� TXDOLW\� DQG� HQYLURQPHQWDO� SHUIRUPDQFH� DUH

GLVFXVVHG�LQ�6HFWLRQ���

7KH�PDMRULW\�RI�8.�IRXQGULHV�KDG�WKH�%6������,62������VWDQGDUG�DV�VKRZQ�LQ�7DEOH

�����1HYHUWKHOHVV��PDQ\�8.�IRXQGULHV�ZHUH�VFHSWLFDO�RI�WKH�EHQHILWV��)HZ�EHOLHYHG�WKDW

LW�QHFHVVDULO\�LPSURYHG�TXDOLW\��0DQ\�LQWHUYLHZHHV�HFKRHG�D�µFRQYHQWLRQDO�ZLVGRP¶�RI

WKH�LQGXVWU\�WKDW�LW�ZDV�D�µOLFHQFH�WR�SURGXFH�VFUDS¶��7KHUH�ZDV��KRZHYHU��D�UHFRJQLWLRQ

WKDW�LW�GRHV�LPSURYH�WUDFHDELOLW\��µVR�LI�\RX�GR�SURGXFH�VFUDS��\RX�FDQ�ILQG�RXW�H[DFWO\

KRZ�\RX�GLG�LW����¶�

7KH�PRWLYDWLRQ� IRU�REWDLQLQJ� WKH� VWDQGDUG�YDULHG�� ,Q� VRPH�FDVHV� LW�ZDV�GHPDQGHG�E\

FXVWRPHUV��LQ�RWKHU�FDVHV�WKH�IRXQGU\�WKDW�LW�ZRXOG�LPSURYH�WKHLU�PDUNHW�SRVLWLRQ�LQ�WKH

ORQJ�UXQ��,Q�WKH�ODWWHU�FDVH�WKH�EHQHILW�ZDV�SHUFHLYHG�WR�EH�D�PDUNHWLQJ�RQH��UDWKHU�WKDQ

D�PHDQV�RI�LPSURYLQJ�TXDOLW\�SHU�VH�
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,QWHUYLHZHHV� ZHUH� DOVR� DVNHG� ZKHWKHU� WKH\� KDG�� RU� LQWHQGHG� WR� DFKLHYH� WKH

HQYLURQPHQWDO�PDQDJHPHQW� VWDQGDUG�%6����� RU� DQ\� RI� WKH� LQWHUQDWLRQDO� HTXLYDOHQWV�

VXFK� DV� WKH� (8� (QYLURQPHQWDO� 0DQDJHPHQW� DQG� $XGLWLQJ� 6WDQGDUG�� %6����� LV

PRGHOOHG�RQ�WKH�%6�����TXDOLW\�VWDQGDUG�DQG�KDV�PDQ\�SURFHGXUDO�VLPLODULWLHV��QRWDEO\

WKH�TXHVW�IRU�µFRQWLQXRXV�LPSURYHPHQW¶�

$OWKRXJK�VRPH�IRXQGULHV�VWDWHG�WKDW� WKH\�FDUULHG�RXW� WKHLU�RZQ�HQYLURQPHQWDO�DXGLWV�

QRQH� KDG� DFKLHYHG� %6� ����� RU� ZHUH� LQWHQGLQJ� WR�� ,Q� VRPH� IRXQGULHV� WKH� DXGLW

FRQVLVWHG�RI�D�IXOO�PDWHULDOV�IORZ��RIWHQ�FDUULHG�RXW�WR�DVVLVW�ZLWK�D�GHFLVLRQ�RQ�ZKHWKHU

WR� UHFODLP� VDQG��� $W� RWKHUV�� WKH� DXGLW� FRPSULVHG� HPLVVLRQV� VDPSOLQJ� GDWD�� 7KH

SUHVLGHQW�RI�WKH�%ULWLVK�)RXQGU\�$VVRFLDWLRQ�ZDV�VFHSWLFDO�DERXW�ZKHWKHU�%6�������RU

DQ\�RWKHU�HQYLURQPHQWDO�PDQDJHPHQW�V\VWHPV��ZRXOG�EH�µVHOI�SURSDJDWLQJ¶�LQ�WKH�ZD\

WKDW� %6� ����� KDG� EHHQ�� 8QGHU� D� VHOI�SURSDJDWLQJ� VWDQGDUG�� FRPSDQLHV� WKDW� REWDLQ

FHUWLILFDWLRQ�ZLOO�SDVV�WKH�UHTXLUHPHQW�RQ�WR�WKHLU�VXSSOLHUV�

���� (QYLURQPHQWDO�3UHVVXUH�WKURXJK�WKH�6XSSO\�&KDLQ

,W� KDV� EHHQ� SRVWXODWHG� WKDW� ILUPV� ORFDWHG� ZLWKLQ� VXSSO\� FKDLQV� ZLOO� LQFUHDVLQJO\� EH

VXEMHFWHG� WR� HQYLURQPHQWDO� SUHVVXUH� E\� WKHLU� FXVWRPHUV�� +RZHYHU�� WKHUH� ZDV� QR

HYLGHQFH�RI�H[SOLFLW�HQYLURQPHQWDO�SUHVVXUH�H[HUWHG�WKURXJK�WKH�VXSSO\�FKDLQ�DW�DQ\�RI

WKH�IRXQGULHV�LQWHUYLHZHG��(QYLURQPHQWDO�SHUIRUPDQFH�RI�WKH�IRXQGU\�VHHPV�QRW�WR�EH

RI� FRQFHUQ� WR� WKH� FXVWRPHU��2QO\� IRXQGU\�:0�)��� LQ� WKH�:HVW�0LGODQGV� KDG� EHHQ

DVNHG� DERXW� LWV� HQYLURQPHQWDO� SHUIRUPDQFH�� ,Q� WKLV� FDVH� D� FXVWRPHU� ZDV� XVLQJ� WKH

HQTXLU\�DV�DQ�LQGLUHFW�PHDQV�RI�DVFHUWDLQLQJ�ZKHWKHU�WKH�IRXQGU\�ZDV�LQWHQGLQJ�WR�VWD\

LQ�EXVLQHVV�DIWHU�WKH�$SULO������XSJUDGLQJ�GHDGOLQH�

7KH� SUHVLGHQW� RI� WKH� %ULWLVK� )RXQGU\� $VVRFLDWLRQ� UHFDOOHG� WKDW� VRPH� PHPEHUV� KDG

UHFHLYHG�OHWWHUV�IURP�ILUVW�WLHU�DXWRPRWLYH�FRPSDQLHV�DERXW�WZR�\HDUV�DJR�DVNLQJ�WKHP

WR� YHULI\� WKDW� WKH\� GLG� QRW� XVH� FHUWDLQ� FRPSRXQGV� LQ� WKHLU� IRXQGU\�� 1R� IRXQGU\

PHPEHUV� KDG� EHHQ� DVNHG� WKHVH� TXHVWLRQV� UHFHQWO\�� +H� HPSKDVLVHG� WKDW� LW� ZRXOG� EH

GLIILFXOW� IRU� WKH� IRXQGU\� WR� NQRZ� ZKHWKHU� FHUWDLQ� FKHPLFDOV� ZHUH� FRQWDLQHG� LQ� WKH

SURGXFWV�XVHG�

��� &RQFOXVLRQV

8.�IRXQGULHV�DUH� XQGHU� VLJQLILFDQW� HQYLURQPHQWDO� SUHVVXUH� IURP� DLU� SROOXWLRQ� FRQWURO

OHJLVODWLRQ��0DQ\�DUH�FXUUHQWO\�LQ�WKH�SURFHVV�RI�GHFLGLQJ�KRZ�WR�PHHW�HPLVVLRQV�OLPLWV�

&XVWRPHU�SUHVVXUH�GRHV�QRW�DSSHDU�WR�EH�DQ�LVVXH��7KH�PDMRULW\�RI�IRXQGULHV�DUH�ILWWLQJ

HQG�RI�SLSH�DEDWHPHQW�HTXLSPHQW�LQ�UHVSRQVH�WR�OHJLVODWLYH�SUHVVXUHV�ZLWK�D�PLQRULW\�RI

IRXQGULHV�FKRRVLQJ�WR�FKDQJH�IURP�FXSROD�WR�HOHFWULF�PHOWLQJ��(QYLURQPHQWDO�SUHVVXUH

KDV� DOUHDG\� OHG� WR� VRPH� FKDQJHV� ZKLFK� LPSURYH� WKH� ZRUNLQJ� FRQGLWLRQV� ZLWKLQ

IRXQGULHV�DQG��DW�SODQWV�ZKLFK�KDYH�DOUHDG\�EHHQ�XSJUDGHG��GUDPDWLF�LPSURYHPHQWV� LQ

WKH�H[WHUQDO�HQYLURQPHQW�
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$OWKRXJK� %DVTXH� IRXQGULHV� DUH� PDNLQJ� HQYLURQPHQWDO� LQYHVWPHQWV�� WKHUH� LV� QR

UHJXODWRU\� SUHVVXUH� RQ� WKHP�� DV� HQIRUFHPHQW� LV� DEVHQW�� 7KH� PDMRULW\� RI� WKHVH

LQYHVWPHQWV� DUH� GULYHQ� E\� KHDOWK� DQG� VDIHW\� FRQFHUQV� UDWKHU� WKDQ� E\� HQYLURQPHQWDO

SUHVVXUH�

7KH�ORZHU�SURILOH�RI�HQYLURQPHQWDO�SUHVVXUH�LQ� WKH�%DVTXH�FRXQWU\� LV�SDUWLDOO\�GXH� WR

WKH�IDFW�WKH�HQYLURQPHQWDO�LPSDFW�RI�WKH�IRXQGU\�LQGXVWU\�LV�ORZHU�WKDQ�LQ�WKH�8.��7KH

PDMRULW\� RI�%DVTXH� IRXQGULHV� XVH� HOHFWULF� LQGXFWLRQ�PHOWLQJ� UDWKHU� WKDQ� FXSRODV�� 7KH

QDWXUH� RI� WKH�%DVTXH� ODQGVFDSH�PD\� DOVR� EH� D� IDFWRU��0DQ\� IRXQGULHV� DUH� ORFDWHG� LQ

VPDOO�YLOODJHV� LQ� KLOO\�PRXQWDLQRXV� WHUUDLQ�ZKHUHDV� WKH�:HVW�0LGODQGV� FRQXUEDWLRQ� LV

ORFDWH� LQ� D� ZLGHU� IODWWHU� ODQGVFDSH� LQ� ZKLFK� FXSRODV� IRUP� RQH� RI� WKH� PRVW� YLVXDOO\

GRPLQDWLQJ�IHDWXUHV�

6LJQLILFDQW� LPSURYHPHQWV� LQ� WKH� HQYLURQPHQWDO� SHUIRUPDQFH� DW� D� IRXQGU\� ZLOO� QRW

QHFHVVDULO\�PDNH� IRXQGULHV�PRUH� FRPSHWLWLYH��7KHUH� LV� VFRSH� IRU� JRRG� KRXVHNHHSLQJ

PHDVXUHV�� ZKLFK� ZLOO� EHQHILW� ERWK� HQYLURQPHQWDO� DQG� HFRQRPLF� SHUIRUPDQFH�� EXW� WR

DFKLHYH�HPLVVLRQV�OLPLWV�HQG�RI�SLSH�DEDWHPHQW�ZLOO�EH�UHTXLUHG��7KHUH�DUH�IHZ�SURFHVV

FKDQJH�RSWLRQV�ZKLFK�ZLOO�DYRLG�WKH�QHHG�IRU�HQG�RI�SLSH�FRQWURO��DQG�ZKHUH�WKH\�H[LVW

WKH\�DUH�XVXDOO\�H[SHQVLYH�LQ�WHUPV�RI�FDSLWDO�DQG�RU�UXQQLQJ�FRVWV��7KH�SUHIHUHQFH�IRU

HQG�RI�SLSH� SROOXWLRQ� DEDWHPHQW�� UDWKHU� WKDQ� SURFHVV� FKDQJH� DW� IRXQGULHV�� LV� RIWHQ� D

UDWLRQDO� GHFLVLRQ�� 7KH� H[FHSWLRQ� WR� WKLV� LV� SURFHVV� FKDQJH� LQ� FRUH� PDNLQJ� V\VWHPV�

6RPH�IRXQGULHV�LQ�ERWK�UHJLRQV�KDYH�PRYHG�DZD\�IURP�SURFHVVHV�XVLQJ�RGRURXV�ZKLWH

JDV��7KLV�KDV�EHHQ�GULYHQ�E\�SXEOLF�SUHVVXUH�
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��� $872027,9(�&20321(17�0$18)$&785(

��� (QYLURQPHQWDO�,PSDFW�RI�&RPSRQHQW�0DQXIDFWXUH

$XWRPRWLYH� FRPSRQHQW� PDQXIDFWXUH� FRYHUV� D� ZLGH� UDQJH� RI� DFWLYLWLHV� IHZ� RI� ZKLFK�� LQ

WKHPVHOYHV�� KDYH� D� VLJQLILFDQW� HQYLURQPHQWDO� LPSDFW�� 7KH� VHFWRU� LV� OHVV� VHQVLWLYH� WR

HQYLURQPHQWDO� UHJXODWLRQV� WKDQ� LV� WKH� IRXQGU\� VHFWRU�� 7KH� PDLQ� HQYLURQPHQWDO� LPSDFW� RI

FRPSRQHQW�PDQXIDFWXULQJ�FRPSDQLHV�LV�WKH�JHQHUDWLRQ�RI�OLTXLG�DQG�VROLG�ZDVWH��(PLVVLRQV�WR

DLU� DUH�JHQHUDOO\�QRW�D�SUREOHP�� WKRXJK� WKH�SUREOHP�RI�92&�HPLVVLRQV� IURP�SDLQWVKRSV� KDV

UHFHQWO\�EHFRPH�PRUH�LPSRUWDQW��2QO\�D�IHZ�RI�WKH�FRPSDQLHV�YLVLWHG�KDG�SDLQWVKRSV�

&RPSDQLHV�LQ�WKLV�VHFWRU�JHQHUDOO\�FRPSO\�ZLWK�WKH�OHJLVODWLRQ�GHVFULEHG�LQ�6HFWLRQ����7KH\�GR

QRW� SHUFHLYH� LW� DV� DQ� HQYLURQPHQWDO� SUHVVXUH�� EXW� PRUH� RI� DQ� XQDYRLGDEOH� FRVW� RI� GRLQJ

EXVLQHVV�� ,Q�PDQ\� FDVHV�� LQWHUYLHZHHV�� GHVSLWH� EHLQJ� WKH� KHDGV� RI� SURGXFWLRQ�� GLG� QRW� NQRZ

PXFK�DERXW�WKH�TXDQWLWLHV�RI�ZDVWH�SURGXFHG�RU�WKH�FRVW�RI�GLVSRVDO�

����� 3URFHVVHV�DQG�ZDVWH�JHQHUDWLRQ

0HWDOZRUNLQJ�IOXLGV

7KH�PDMRU�SURFHVV�XQGHUWDNHQ�DW�DXWRPRWLYH�PDQXIDFWXUHUV��ZLWK�WKH�H[FHSWLRQ�RI�8.�$&���

LV�PHWDO�PDFKLQLQJ��0DFKLQLQJ�LQYROYHV�EULQJLQJ�WKH�SDUW�LQWR�FRQWDFW�ZLWK�WKH�FXWWLQJ�HGJH�RI

D�PHWDOZRUNLQJ� WRRO� LQ� RUGHU� WR� SHUIRUP� D�PDFKLQLQJ� WDVN�� VXFK� DV� GULOOLQJ� D� KROH�� JULQGLQJ

VPRRWK�D�VXUIDFH�RU� WDSSLQJ�D� WKUHDG��,Q�RUGHU� WR�SURWHFW� WKH�FXWWLQJ�WRRO�DQG�PDFKLQHG�SDUW

GXULQJ�WKH�RSHUDWLRQ��WKH�VXUIDFHV�DUH�NHSW�FRRO�DQG�OXEULFDWHG�ZLWK�PHWDO�ZRUNLQJ�IOXLG�

7KHUH�DUH�WKUHH�W\SHV�RI�PHWDOZRUNLQJ�IOXLGV�

� QHDW�RLOV�ZKLFK�DUH�XVHG�XQGLOXWHG�

� VROXEOH� RLOV��ZKLFK� DUH� GLOXWHG�ZLWK�ZDWHU� WR� JLYH� DQ� RLO� LQ�ZDWHU� HPXOVLRQ�� 7KH� GLOXWHG

IOXLGV�KDYH�D�PLON\�DSSHDUDQFH�

� V\QWKHWLF�FRRODQWV�ZKLFK�DUH�SRO\PHU�UDWKHU�WKDQ�RLO�EDVHG��7KHVH�DUH�GLOXWHG�SULRU�WR�XVH

WR�JLYH�D�FOHDU�IOXLG�

0HWDOZRUNLQJ�IOXLGV�DUH�XQSOHDVDQW�IURP�ERWK�WKH�HQYLURQPHQWDO�DQG�KHDOWK�DQG�VDIHW\�SRLQW�RI

YLHZ��7KH\�FRQWDLQ� D� ODUJH� QXPEHU� RI� DGGLWLYHV�� LQFOXGLQJ� HPXOVLILHUV�� VXUIDFWDQWV�� FRUURVLRQ

LQKLELWRUV��OXEULFLW\�DGGLWLYHV��EDFWHULFLGHV��ELRFLGHV�IXQJLFLGHV�DQG�G\HV��ZKLFK�FDQ�PDNH�WKHP

ELRORJLFDOO\�KD]DUGRXV��0HWDOZRUNLQJ�IOXLGV�FDQ�JLYH�ULVH�WR�VNLQ�LUULWDWLRQ�IURP�GLUHFW�FRQWDFW�

H\H� LUULWDWLRQ� DQG� VRPHWLPHV� UHVSLUDWRU\� GLIILFXOWLHV� IURP� H[SRVXUH� WR� PLVWV�� (PSOR\HHV� FDQ

EHFRPH� VHQVLWLVHG� WR� WKH� FKHPLFDOV� FRQWDLQHG� LQ� WKH� IOXLG� RU� WR� WKH� EDFWHULD� ZKLFK� PD\

FRQWDPLQDWH� LW�� 7KH� ELRFLGHV� SURWHFW� WKHP� IURP� EDFWHULDO� FRQWDPLQDWLRQ� EXW� WKLV� PD\� GH�

VWDELOLVH�WKH�HPXOVLRQ�PDNLQJ�WKH�IOXLG�VPHOO\�DQG�LQHIIHFWLYH�LQ�XVH�

'XULQJ�XVH��WKH�IOXLG�EHFRPHV�FRQWDPLQDWHG�ZLWK�VZDUI�DQG�ILQHV�IURP�WKH�PDFKLQLQJ�SURFHVV�

0DQ\� FRPSDQLHV� FRQWLQXDOO\� UHF\FOH� WKHLU� IOXLGV� E\� UHPRYLQJ� WKH� PDWHULDO� WKURXJK� D� ILOWHU�

(YHQWXDOO\�PHWDOZRUNLQJ�IOXLGV�µJR�RII¶�RU�EHFRPH�LQIHFWHG�E\�EDFWHULDO�JURZWK��:KHUH�WKHUH

LV�DFFHVV� WR� WKH� VXUIDFH� RI� WKH� FRRODQW� UHVHUYRLU�� WKH� EDFWHULDO� VFXP� FDQ� EH� VNLPPHG�RII� WKH

VXUIDFH�� (YHQWXDOO\� KRZHYHU�� WKH� HQWLUH� EDWFK� KDV� WR� EH� UHPRYHG� DQG� UHSODFHG�� 7KHUH� LV� DQ
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LQFHQWLYH� IRU� FRPSDQLHV� WR� XVH�PHWDO�ZRUNLQJ� IOXLGV� IRU� DV� ORQJ� DV� SRVVLEOH� EHFDXVH� RI� WKH

H[SHQVH�RI�SXUFKDVLQJ�QHZ�RLOV�DQG�GLVSRVLQJ�RI�ZDVWH�

6ROXEOH�RLOV�DUH�H[SHQVLYH�WR�SXUFKDVH��DW�DURXQG����SHU�OLWUH��DQG�DIWHU�GLOXWLRQ�WKHUH�LV�D�YHU\

ODUJH�YROXPH�RI� OLTXLG�WR�EH�GLVSRVHG�RI��7KHUH�DUH� WZR�RSWLRQV�� FKHPLFDO� VSOLWWLQJ�DQG�XOWUD

ILOWUDWLRQ�� IRU� VHSDUDWLQJ� RLO� IURP� WKH� ZDWHU� SULRU� WR� GLVFKDUJH� GRZQ� WKH� VHZHU���� 8VHG

PHWDOZRUNLQJ� IOXLG� VKRXOG� QRW� EH� GLVFKDUJHG� GLUHFWO\� WR� WKH� VHZHU�� 7KH� VHSDUDWHG� RLO� LV

GLVSRVHG� RI� WKURXJK� DQ� DXWKRULVHG�ZDVWH� FRQWUDFWRU� WR� D� OLFHQVHG� VLWH�� 6RPHWLPHV� XQGLOXWHG

IOXLG�LV�WDNHQ�DZD\�E\�D�ZDVWH�FRQWUDFWRU�

1HDW�RLOV�FDQ�EH�VROG�WR�D�ZDVWH�RLO�FRQWUDFWRU�RU�UHFODLPHG�RQ�VLWH��7KH�RLO�FDQ�EH�GLVSRVHG�RI

WKURXJK� D� ZDVWH� FRQWUDFWRU�� LQFLQHUDWLRQ� RU� EXUQLQJ� LQ� D� ERLOHU�� 6\QWKHWLF� FRRODQW� FDQ� EH

GLVSRVHG� RI� WR� WKH� VHZHU� LI� LW� LV� GLOXWHG� HQRXJK� WR� EULQJ� WKH� HPLVVLRQ� SDUDPHWHUV�ZLWKLQ� WKH

GLVFKDUJH�OLPLWV�VHW�E\�WKH�ZDWHU�FRPSDQ\�

6ZDUI

6ZDUI� FRQVLVWV� RI� WKLQ� VSLUDOV� RI�PHWDO� UHPRYHG� GXULQJ� WKH�PDFKLQLQJ� SURFHVV�� 6ZDUI� LV� KDV

VKDUS� HGJHV�� DQG� LV� XVXDOO\� FRYHUHG� LQ� D� WKLQ� OD\HU� RI� FXWWLQJ� RLO�� ,W� LV� JHQHUDOO\� FROOHFWHG

VHSDUDWHO\�IURP�RWKHU�ZDVWHV��DQG�VROG�WR�D�VFUDS�PHWDO�GHDOHU�

*ULQGLQJ�PLOOLQJ�GXVW�

*ULQGLQJ�PLOOLQJ�GXVW�LV�PHWDO�SRZGHU�ZKLFK�KDV�EHHQ�JURXQG�IURP�WKH�SLHFH�EHLQJ�PDFKLQHG

DQG�KDV�EHHQ�VHSDUDWHG�IURP�WKH�PHWDOZRUNLQJ�IOXLG��5HPRYDO�RI� WKH�GXVW�FDQ�EH�FDUULHG�RXW

E\�PDJQHWLF�VHSDUDWLRQ�RU�ILOWUDWLRQ�WKURXJK�D� WKLQ�IDEULF�IOHHFH��7KH�GXVW� LV�RI�QR�YDOXH�DV�D

VFUDS�PDWHULDO�DQG�LV�WKHUHIRUH�GLVSRVHG�RI�WR�D�ZDVWH�FRQWUDFWRU�

:DVWH�VOXGJHV�IURP�HIIOXHQW�WUHDWPHQW�SODQW

&RPSDQLHV�WKDW�XQGHUWDNH�SODWLQJ�RSHUDWLRQV�RU�RWKHU�SURFHVVHV��VXFK�DV�SKRVSKDWH�KDUGHQLQJ�

JHQHUDWH�OLTXLG�ZDVWHV�ZKLFK��LI�QHXWUDOLVHG�LQ�DQ�HIIOXHQW�WUHDWPHQW�SODQW��JLYH�ULVH�WR�VOXGJHV�

7KHVH�DUH�UHPRYHG�E\�D�ZDVWH�FRQWUDFWRU�

2WKHU�ZDVWHV

$�YDULHW\�RI�RWKHU�ZDVWHV�PD\�EH�SURGXFHG�� LQFOXGLQJ�RUJDQLF� VROYHQWV��GHJUHDVLQJ� UHVLGXHV�

GRPHVWLF�W\SH�ZDVWH�DQG�SDFNDJLQJ��7KHVH�KDYH�WR�EH�UHPRYHG�E\�D�ZDVWH�FRQWUDFWRU�

����� 7KH�XVH�RI�R]RQH�GHSOHWLQJ�VXEVWDQFHV

0RVW� HQJLQHHULQJ� ILUPV� XVHG� R]RQH� GHSOHWLQJ� VXEVWDQFHV� IRU� FOHDQLQJ� XQWLO� UHFHQWO\�� 7UL�

FKORURHWKDQH� LV� RQH� RI� WKH�PRVW�ZLGHO\� XVHG� R]RQH� GHSOHWLQJ� FOHDQLQJ� DJHQWV�� $OWKRXJK� WKH

����� &RSHQKDJHQ� $PHQGPHQW� RI� WKH� 0RQWUHDO� 3URWRFRO� EDQQHG� WKH� SURGXFWLRQ� RI� WUL�

FKORURHWKDQH� E\� ������ WKHUH� LV� QR� EDQ� RQ� LWV� XVH�� 0DQ\� FRPSDQLHV� QRZ� UHF\FOH� DQG� DUH

WKHUHIRUH�XVLQJ�LW�RQO\�DW�D�YHU\�ORZ�UDWH��2WKHUV�KDYH�PRYHG�WRZDUGV�WUL�FKORURHWK\OHQH�RU�WR

PL[WXUHV�RI�RUJDQLF�VROYHQWV�ZKLFK�GR�QRW�FRQWDLQ�KDORJHQV�

�����������������������������������������������

�� �VHH�&DVWURO��7KH�'LVSRVDO�)2�8VHG�0HWDOZRUNLQJ�)OXLGV ��&DVWURO��8.��/LPLWHG��6ZLQGRQ�������
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7KHUH�DUH�RWKHU�FOHDQLQJ�WHFKQRORJLHV��VXFK�DV�DONDOLQH�ZDWHU�EDVHG�ZDVKLQJ��ZKLFK�GR�QRW�XVH

VROYHQWV�� 7KH� 8.� (QJLQHHULQJ� (PSOR\HUV� )HGHUDWLRQ� EHOLHYHV� WKDW�� RQ� WKH� ZKROH�� WKH

HQJLQHHULQJ� LQGXVWU\� KDV� VROYHG� WKH� SUREOHP� RI� ILQGLQJ� DOWHUQDWLYH� FOHDQLQJ� PHWKRGV�� 7KH\

PDNH�DYDLODEOH�WR�WKHLU�PHPEHUV�D�OLVW�RI����FRPSDQLHV�SURGXFLQJ�DOWHUQDWLYHV�WR�VROYHQWV�

��� (QYLURQPHQWDO�3UHVVXUH�DQG�3HUIRUPDQFH

����� (QYLURQPHQWDO�SHUIRUPDQFH�RI�8.�FRPSDQLHV

0DQ\� RI� WKH� FRPSDQLHV� LQWHUYLHZHG� GLG� QRW� UHJDUG� WKHPVHOYHV� DV� XQGHU� HQYLURQPHQWDO

SUHVVXUH�IURP�UHJXODWLRQ��7KH\�FRPSO\�ZLWK�WKH�OHJLVODWLRQ�RXWOLQHG�LQ�6HFWLRQ���EXW�SHUFHLYH�LW

DV� DQ� XQDYRLGDEOH� FRVW� RI� GRLQJ� EXVLQHVV� UDWKHU� WKDQ� DQ� HQYLURQPHQWDO� FRQVWUDLQW�� $OWKRXJK

PDQ\�FRPSDQLHV�SURGXFH�HQYLURQPHQWDOO\�QR[LRXV�ZDVWHV�� WKHUH�VHHPHG�QRW�PXFK�LQWHUHVW� LQ

WDNLQJ�DFWLRQ�WR�UHGXFH�WKH�DPRXQWV�JHQHUDWHG��HVSHFLDOO\�DPRQJVW�WKH�VPDOOHU�FRPSDQLHV�

7KH�PDMRULW\� RI� FRPSDQLHV� KDG� VLPSOH� HIIOXHQW� WUHDWPHQW� SODQWV�ZKLFK� KDG� EHHQ� EXLOW� DW� WKH

VDPH� WLPH�DV� WKH� UHVW�RI� WKH� SODQW��2QO\� D� IHZ�KDG� LQYHVWHG� LQ� HQYLURQPHQWDO� SODQW� UHFHQWO\�

0RVW�RI�WKHVH�WUHDWPHQW�SODQWV�DUH�IRU�SUHFLSLWDWLQJ�VROLGV�DQG�UHPRYLQJ�RLOV�DQG�DUH�UHODWLYHO\

VLPSOH�

&RPSDQ\�8.�$&��KDG�UHFHQWO\�LQYHVWHG�LQ�QHZ�VHSDUDWLRQ�HTXLSPHQW�WR�VHSDUDWH�VZDUI�IURP

FXWWLQJ�RLOV�PRUH�HIIHFWLYHO\��7KLV�KDG�HQDEOHG�JUHDWHU�TXDQWLWLHV�RI�EHWWHU�TXDOLW\�VZDUI� WR�EH

VROG� DV� D� E\�SURGXFW� DQG� KDG� JUHDWO\� UHGXFHG� H[SHQGLWXUH� RQ� FXWWLQJ� RLOV�� 7KH� SODQW� ZDV

FRPPLVVLRQHG�LQ������DW�D�FRVW�RI�������������3UHYLRXVO\�WKH\�VSHQW���������DQQXDOO\�RQ�RLO�

:LWK� WKH�QHZ�UHF\FOLQJ�SURFHVV� WKH\�GLG�QRW�KDYH� WR�EX\�DQ\� QHZ�RLO� IRU� �� \HDUV��PDNLQJ� D

VDYLQJ�RI������N��7KH�VFKHPH�DFKLHYHG�D�SD\EDFN�ZLWKLQ�WZR�\HDUV�

&RPSDQ\�8.�$&��SXUFKDVHG�VHFRQG�KDQG� WUHDWPHQW�SODQW� WR� UHPRYH�JULQGLQJ�GXVW�SULRU� WR

WKH�GLVSRVDO�RI�GLOXWHG�PHWDOZRUNLQJ�IOXLG��7KLV�UHVXOWHG�LQ�D�UHGXFHG�ZDWHU�ELOO��7KLV�ZDV�DOVR

WKH�PRWLYH�IRU�FRPSDQ\�8.�$&��LQYHVWLQJ�LQ�D�ZDWHU�RLO�VHSDUDWLQJ�WUHDWPHQW�SODQW�

6RPH� FRPSDQLHV� VXE�FRQWUDFW� PRUH� HQYLURQPHQWDOO\� SUREOHPDWLF� DVSHFWV� RI� WKH� SURFHVV�

&RPSDQ\� 8.�$&��� D� PDQXIDFWXUHU� RI� WUDQVPLVVLRQ� JHDUV�� PDLQO\� FDUU\� RXW� PDFKLQLQJ

RSHUDWLRQV��FRQWUDFWLQJ�RXW�KHDW� WUHDWPHQW�DQG�SODWLQJ�ZRUN��&RPSDQ\�8.�$&���D�SUHVVLQJV

FRPSDQ\��KDV�EHHQ�VXE�FRQWUDFWLQJ�DOO�SDLQWLQJ�RSHUDWLRQV�DOWKRXJK�WKH\�GR�LQWHQG�WR�LQYHVW�LQ

D�SDLQW�VKRS�DQG�D� WUHDWPHQW�SODQW�VRRQ��7KH�SDLQW�VKRS��LQFOXGLQJ�WUHDWPHQW�SODQW��ZLOO�FRVW

����������ZKLFK�WKH\�ZRXOG�H[SHFW�WR�UHFRYHU�ZLWKLQ����PRQWKV��)LQDOO\�&RPSDQ\�8.�$&�

KDG�FRQWUDFWHG�RXW�QLWULGLQJ�

$FFRUGLQJ�WR�WKH�(QJLQHHULQJ�(PSOR\HUV�)HGHUDWLRQ�VXE�FRQWUDFWLQJ�HQYLURQPHQWDOO\�VHQVLWLYH

SURFHVVHV� LV� D� WUHQG� DPRQJVW� HQJLQHHULQJ� FRPSDQLHV�� 7KLV� FDQ� EH� EHQHILFLDO� IRU� WKH

HQYLURQPHQW��GHSHQGLQJ�XSRQ�WKH�W\SH�RI�FRPSDQ\�FRQWUDFWHG�WR�GR�WKH�SURFHVV��,I� WKH�ZRUN

PRYHV� WR� D� ZHOO� RUJDQLVHG�� HQYLURQPHQWDOO\� UHVSRQVLEOH� FRPSDQ\�� VSHFLDOLVLQJ� LQ� DQ

HQYLURQPHQWDOO\�SUREOHPDWLF�SURFHVV�LQ�RUGHU�WR�EHQHILW�IURP�HFRQRPLHV�RI�VFDOH�DQG�H[SHUWLVH�

WKHQ�WKH�PRYH�LV�SRVLWLYH��2Q�WKH�RWKHU�KDQG�LI� LW� LV� FRQWUDFWHG�RXW� WR�D� OHVV�HQYLURQPHQWDOO\

UHVSRQVLEOH� RSHUDWLRQ� WKH� LPSDFW� LV� QHJDWLYH�� 3DLQWLQJ� SURFHVVHV� PD\� EH� FRQWUDFWHG� RXW� LQ

RUGHU�WR�JHW�EHORZ�WKH�VL]H�WKUHVKROG�IRU�UHJXODWLQJ�VROYHQW�XVH��,Q�WKLV�FDVH�WKH�PRYH�HQDEOHV

WKH�FRPSDQ\�WR�DYRLG�LQYHVWLQJ�LQ�D�WUHDWPHQW�SODQW�
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����� (QYLURQPHQWDO�SHUIRUPDQFH�RI�%DVTXH�FRPSDQLHV

%DVTXH� ILUPV� DUH� QRZ� H[SUHVVLQJ� PRUH� FRQFHUQ� IRU� WKH� HQYLURQPHQW�� 7DEOH� ���� VKRZV

HQYLURQPHQWDO�LQYHVWPHQWV�UHFHQWO\�XQGHUWDNHQ�E\�WKH�%DVTXH�ILUPV�LQWHUYLHZHG��8QWLO�UHFHQWO\

WKHUH� KDV� EHHQ� YHU\� OLWWOH� SUHVVXUH� RQ� WKHP� WR� LPSURYH� WKHLU� HQYLURQPHQWDO� SHUIRUPDQFH�

'LVFKDUJLQJ�OLTXLG�HIIOXHQWV�GLUHFWO\�LQWR�ULYHUV�ZDV�D�UHODWLYHO\�FRPPRQ�SUDFWLFH�XQWLO�WKH�PLG�

����V�� 6RPH� FRPSDQLHV� FRQWLQXHG� WR� GXPS� OLTXLG� ZDVWH�� IRU� H[DPSOH� &RPSDQ\� 39�$&�

ZKLFK�FRQWLQXHG�ULYHU�GXPSLQJ�XQWLO�������6HYHUDO�FRPSDQLHV�KDYH�KDG�D�WUHDWPHQW�SODQW�RQO\

IRU� WKH� SDVW� GHFDGH� RU� VR�� DQG� D� IXUWKHU� WKUHH� DUH� FRQVLGHULQJ� VLPLODU� PHDVXUHV�� ,W� LV� QRZ

FRPPRQ�SUDFWLFH�IRU�FXWWLQJ�RLOV�DQG�FXWWLQJ�IOXLGV�WR�EH�FROOHFWHG�E\�DQ�DXWKRULVHG�FDUULHU�

0RVW�RI�WKH�FRPSDQLHV�YLVLWHG�GLVSRVHG�RI�WKHLU�OLTXLG�ZDVWHV�LQ�WKH�IROORZLQJ�ZD\��&RPSDQ\

39�$&�� VKRZHG� OLWWOH� FRQFHUQ� DERXW� LWV� OLTXLG�ZDVWH�� 7KH\� GLVSRVHG� RI� WKHLU� FXWWLQJ� IOXLGV

DORQJ� ZLWK� WKH� VZDUI�� 7KH� VZDUI� ZDV� SLOHG� RQ� WKH� JURXQG� RXWVLGH� WKH� IDFWRU\� EXLOGLQJ� DQG

PHWDOZRUNLQJ�IOXLGV�ZHUH�VLPSO\�SRXUHG�RQ�WKH�WRS�

&RPSDQ\�39�$&��LV�LQ�WKH�SURFHVV�RI�GHFLGLQJ�EHWZHHQ�WZR�RSWLRQV�IRU�GLVSRVLQJ�RI�LWV�OLTXLG

ZDVWH�� ,W� FRXOG� LQVWDOO� D� WUHDWPHQW� SODQW� DW� D� FRVW� RI� ��P� 3HVHWDV�� $OWHUQDWLYHO\� LW� FRXOG

FRQWLQXH� WR� SD\� D� OLFHQVHG� FRQWUDFWRU� DW� D� FRVW� RI� ��� 3WDV�OLWUH�� ,I� WKH� FRPSDQ\� GHFLGHG� WR

LQVWDOO�WKH�WUHDWPHQW�SODQW��LQ�FDVH�RI�HQMR\LQJ�WKH�VXSSRUW�RI�D�JUDQW��FRYHULQJ�QR�OHVV�WKDQ����

����RI�WRWDO�LQYHVWPHQW���WKH�SD\EDFN�SHULRG�ZRXOG�QRW�EH�ORQJHU�WKDQ�ILYH�\HDUV�

6HYHUDO� FRPSDQLHV� �39�$&��� 39�$&��� 39�$&� ��� 39�$&�� DQG� 39�$&��� DUH� WKLQNLQJ� RI

LQVWDOOLQJ�D�WUHDWPHQW�SODQW�IRU�UHJHQHUDWLQJ�WKH�FXWWLQJ�IOXLGV�XVHG�DQG�&RPSDQ\�39�$&��KDV

DOUHDG\�LQWURGXFHG�LW�

,W� LV�FOHDU� WKDW� WKH�LQWURGXFWLRQ�RI� WUHDWPHQW�SODQWV�DQG�RU�UHF\FOLQJ�HTXLSPHQW�KDV� LPSRUWDQW

EHQHILWV�IRU�ILUPV�HLWKHU�VDYLQJ�DQ�LPSRUWDQW�DPRXQW�RI�WKH�PRQH\�SDLG�IRU�UHPRYLQJ�WKH�OLTXLG

ZDVWH�RU�UHGXFLQJ�WKH�ZDWHU�ELOO��$V�&RPSDQ\�39�$&��SXW�LW�

$�FRXSOH�RI�\HDUV�DJR�ZH�LQWURGXFHG�D�ZDWHU�UHF\FOLQJ�SODQW�ZLWK�WKH�DLP�RI�UHGXFLQJ�WKH

PRQH\�SDLG�IRU�GLVFKDUJLQJ�ZDVWH�LQWR�WKH�ULYHU��3ULRU�WR�WKH�LQVWDOODWLRQ�RI�WKLV�SODQW�WKH�WD[

SDLG�XVHG�WR�DPRXQW� WR���������SHVHWDV�SHU�\HDU��$IWHU� LQWURGXFLQJ� WKH�SODQW� WKH�PRQH\

SDLG�KDV�EHHQ�UHGXFHG�WR�D�PLQLPXP��OHVV�WKDQ��������SHVHWDV�SHU�\HDU��

,W� VHHPV� ERWK� WKH� H[LVWHQFH� RI� KLJKHU� WD[� SUHVVXUH� H[SHFWDWLRQV� �VKRZQ� LQ� ��� WRJHWKHU�ZLWK

FRVW�VDYLQJ� GHFLVLRQV� ZKLFK� KDV� OHG� WR� WKH� LQYHVWPHQWV� LQ� UHF\FOLQJ� SODQWV�� ,Q� WKRVH� FDVHV

ZKHUH�ILUPV�DUH�GRXEWIXO� WR�FDUU\�RXW� WKHVH�W\SHV�RI� LQYHVWPHQWV� LW�PLJKW�EH�DUJXHG�WKDW� LW� LV

QRW�FOHDU�WKDW�LW�LV�JRLQJ�WR�EH�SRVVLEOH�WR�PDNH�D�UHWXUQ�

7KRVH�FRPSDQLHV�RZQHG�E\� IRUHLJQ�PXOWLQDWLRQDOV� WHQGHG� WR� H[SUHVV� D� JUHDWHU� DZDUHQHVV� RI

HQYLURQPHQWDO� FRQFHUQV�� ,Q� JHQHUDO�� IRUHLJQ� RZQHG� FRPSDQLHV� VHHP� WR� EH� PRUH� FRQFHUQHG

DERXW�ZDVWH�PDQDJHPHQW��7KLV� VLWXDWLRQ� LV� SDUWLFXODUO\� FOHDU� LQ� WKH� FDVHV� RI� FRPSDQLHV� 39�

$&���39�$&���39�$&��DQG�39�$&���$V�FRPSDQ\�39�$&��SXW�LW�

µ2XU� HQYLURQPHQWDO� SHUIRUPDQFH� LPSURYHG� IROORZLQJ� WDNH�RYHU� E\� DQ� $PHULFDQ

PXOWLQDWLRQDO��7KH\�ZDQW�RXU�HQYLURQPHQWDO�EHKDYLRXU�WR�EH�DV�JRRG�DV�WKH�RWKHU�ILUPV

WKH\�RZQ��7KH\�KDYH�D�UXOH�ZLWKLQ�WKDW�DOO�W\SHV�RI�ZDVWH�KDYH�WR�EH�VWRUHG�VHSDUDWHO\�

VR�ZH�KDG�WR�FKDQJH�WKH�ZD\�WKLQJV�ZHUH�GRQH�DW�RXU�FRPSDQ\�VLQFH�DOO�ZDVWH�XVHG�WR

EH�GXPSHG�PL[HG¶
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7KH� FRQFHUQ� RI� IRUHLJQ� FDSLWDO� ZLWK� WKH� HQYLURQPHQW� KDV� EURXJKW� DERXW� FKDQJHV� LQ� WKH

HQYLURQPHQWDO� SHUIRUPDQFH� RI� &RPSDQ\� 39�$&��� DOWKRXJK� LW� ZDV� LQ� FRPSOLDQFH� ZLWK

OHJLVODWLRQ�� $W� WKH� *HUPDQ� RZQHU¶V� UHTXHVW�� FRPSDQ\� 39�$&�� LQWURGXFHG� D� QHZ� W\SH� RI

IXUQDFH�VLPLODU�WR�WKRVH�XVHG�E\�RWKHU�FRPSDQLHV�LQ�WKH�JURXS��7KH�HPLVVLRQ�OHYHOV�ZHUH�EHORZ

RI�WKRVH�RI�WKH�IXUQDFHV�XVHG�EHIRUH��DOWKRXJK�WKH�QHZ�IXUQDFHV�DUH�PRUH�H[SHQVLYH�WR�UXQ�DQG

PDLQWDLQ�

$QRWKHU�IDFWRU�WKDW�VHHPV�WR�KDYH�VRPH�LQIOXHQFH�RQ�WKH�HQYLURQPHQWDO�SHUIRUPDQFH�RI�ILUPV

LV� WKHLU� ORFDWLRQ�� &RPSDQ\� 39�$&��� SRLQWHG� RXW� WKDW� WKH� NH\� IDFWRU� XQGHUSLQQLQJ� WKH

LPSURYHPHQW�RI�LWV�HQYLURQPHQWDO�SHUIRUPDQFH�ZDV�WKH�PRYH�WR�D�QHZ�ORFDWLRQ��)ROORZLQJ�LWV

PRYH� IURP� D� KLJKO\� SROOXWHG� ORFDWLRQ� WR� D� JUHHQILHOG� VLWH�� WKH� FRPSDQ\� ZRXOG� QRW� GDUH� WR

GXPS�ZDVWH�LQWR�WKH�ULYHU�

6ROLG�ZDVWH�LV�OHVV�RI�DQ�LVVXH�IRU�%DVTXH�DXWRPRWLYH�FRPSDQLHV�WKDQ�OLTXLG�ZDVWHV��+RZHYHU

DW� VRPH� ILUPV� VROLG�ZDVWH�ZDV� UHODWLYHO\� LPSRUWDQW� �FRPSDQLHV�39�$&���39�$&���39�$&�

DQG�39�$&���� ,Q� JHQHUDO�� ILUPV� NHHS� WKHLU�ZDVWH� LQ� D� VNLS� DQG� SD\� DQ� DXWKRULVHG� FDUULHU� WR

FROOHFW� WKH� ZDVWH�� 7KH� FRVW� RI� GLVSRVDO� YDULHV� GHSHQGLQJ� RQ� WKH� W\SH� RI� ZDVWH�� +RZHYHU

FRPSDQ\�39�$&��ZKLFK�SURGXFHG�DVEHVWRV�UHVLGXHV�FRQWDPLQDWHG�ZLWK�KHDY\�PHWDOV�IRXQG�LW

GLIILFXOW�WR�ILQG�D�ZDVWH�FRQWUDFWRU�ZKLFK�ZRXOG�GHDO�ZLWK�WKHLU�ZDVWH��7KHUH�LV�QR�SODFH�LQ�WKH

%DVTXH�&RXQWU\�ZKHUH�WKLV�W\SH�RI�ZDVWH�FDQ�EH�GXPSHG��7KH�FRPSDQ\�ILQDOO\�GLVFRYHUHG�WKDW

WKH�ZDVWH�FRXOG� EH� GXPSHG� LQ�&DWDORQLD�ZKHUH� WKHUH� LV� DQ� LPSRUWDQW� FRQFHQWUDWLRQ� RI� ILUPV

DIIHFWHG�E\�WKH�VDPH�SUREOHP�DV�FRPSDQ\�39�$&��

&RPSDQ\�39�$&�� LV� SURGXFLQJ� OHVV� DVEHVWRV�ZDVWH� WKDQ� LW� XVHG� WR� IRU� WZR� UHDVRQV�� )LUVWO\

EHFDXVH� SURGXFWV� FRQWDLQLQJ� LW� DUH� SURKLELWHG� LQ� VRPH� PDUNHWV� DQG� VHFRQGO\� EHFDXVH� RI� D

FKDQJH�LQ�WKHLU�SURFHVV�

��� 4XDOLW\�0DQDJHPHQW�DQG�(QYLURQPHQWDO�0DQDJHPHQW�6\VWHPV

������7KH�LPSRUWDQFH�RI�TXDOLW\

4XDOLW\�KDV�EHHQ�D�YHU\�LPSRUWDQW�LVVXH�IRU�DXWRPRWLYH�FRPSRQHQWV�FRPSDQLHV�IRU�D�ORQJ�WLPH�

7KH� FRQFHSW� RI� WRWDO� TXDOLW\� PDQDJHPHQW� ZDV� GHYHORSHG� ZLWKLQ� WKH� DXWRPRWLYH� LQGXVWU\�

&XVWRPHU�TXDOLW\�DSSURYDOV�VXFK�DV�)RUG�4��SUHFHGHG�%6�����DQG�PDQ\�DUH�PRUH�GHPDQGLQJ

WKDQ�WKH�%ULWLVK�VWDQGDUG��,Q�WKH�PDMRULW\�RI�FDVHV��FRPSDQLHV�KDG�FXVWRPHU�TXDOLW\�DSSURYDOV

EHIRUH� WKH\�DFKLHYHG� WKH�%6������6LQFH�3DUW���RI� WKH�%ULWLVK�6WDQGDUG�KDV�EHHQ� LQWURGXFHG�

PDNLQJ�LW�HTXLYDOHQW�WR�,62�������VRPH�FXVWRPHUV�KDYH�FHDVHG�WR�RSHUDWH�WKHLU�RZQ�VWDQGDUGV

DQG� KDYH� LQVWHDG� DFFHSWHG� %6�����,62� ������ PDNLQJ� DGGLWLRQDO� UHTXLUHPHQWV� RQO\� ZKHQ

QHFHVVDU\�

,Q�JHQHUDO��PRVW� ILUPV� DJUHH� WKDW� TXDOLW\� LV� WKH�PDLQ� IDFWRU� XQGHUSLQQLQJ� FRPSHWLWLYHQHVV�� ,I

WKH\�FDQQRW�DFKLHYH� WKH�QHFHVVDU\� TXDOLW\�� WKHQ� WKH\� VWDQG� QR� FKDQFH� RI�ZLQQLQJ� D� FRQWUDFW�

)RU�WKH�DIWHUPDUNHW�TXDOLW\� LV� OHVV� LPSRUWDQW��SDUWLFXODUO\�ZKHQ�SURGXFWV�DUH�GHVWLQHG�IRU� OHVV

GHYHORSHG�DUHDV�VXFK�DV�&HQWUDO�DQG�6RXWK�$PHULFD��,Q�WKHVH�FDVHV��WKH�NH\�IDFWRU�LV�WKH�SULFH

RI�WKH�SURGXFW�DQG�WR�VRPH�H[WHQW�WKH�DELOLW\�WR�PHHW�GHOLYHU\�GDWHV��&RPSDQLHV�39�$&��DQG

39�$&���FRPSHWH� LQ� VXFK�PDUNHWV�DQG� WKHUHIRUH� GLIIHUHG� IURP� WKH� RWKHU� ILUPV� LQWHUYLHZHG�

&RPSDQ\�39�$&��VWDWHG� WKDW� LW� FRXOG� QRW� VXUYLYH� LQ� WKH� ORQJ�WHUP�E\� VHOOLQJ� ROG�IDVKLRQHG

SURGXFWV�DQG�SODQV�WR�FKDQJH�WR�KLJKHU�TXDOLW\�SURGXFWV�
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7DEOH�����VKRZV�WKDW�WKH�6SDQLVK�DXWRPRWLYH�SDUWV�LQGXVWU\�UDQNV�KLJKO\�FRPSDUHG�WR�VHYHUDO

RWKHU�FRXQWULHV�LQ�WHUPV�RI�TXDOLW\�DQG�SK\VLFDO�SURGXFWLYLW\�ZKLOH�WKH�8.�ODJV��+RZHYHU�WKLV

VWXG\�LV�EDVHG�RQ�D�YHU\�VPDOO�QXPEHU�RI�ILUPV�

7$%/(������0$,1�,19(670(176�/,1.('�72�(19,5210(17$/�,668(6

2QH�DUHD�RI�DGYDQWDJH�HQMR\HG�E\�WKH�6SDQLVK�DXWRPRWLYH�FRPSRQHQWV�LQGXVWU\�KDV�EHHQ�WKDW

RI� ORZHU� ODERXU� FRVWV� WKDQ� LWV� (XURSHDQ� FRPSHWLWRUV�� +RZHYHU� GHFLVLRQ�PDNLQJ� FHQWUHV� DUH

RIWHQ�ORFDWHG�RXWVLGH�6SDLQ�DQG�WKHUH�FDQ�EH�ULVNV� IURP�FRPSHWLWRUV� IXUWKHU�DILHOG��&RPSDQ\

39�$&���RZQHG�E\�D�*HUPDQ�PXOWLQDWLRQDO��ZDV�ZRUULHG�E\�WKH�GHFLVLRQ�WDNHQ�E\�WKH�RZQHUV

WR�VHW�XS�D�QHZ�SODQW�LQ�7DLZDQ��ZKHUH�ODERXU�FRVWV�DUH�HYHQ�ORZHU�WKDQ�LQ�6SDLQ�

&203$1< 7<3(�2)�,19(670(176

39�$&� 1R�HQYLURQPHQWDO�LQYHVWPHQW�LV�ZRUWK�EHLQJ�PHQWLRQHG�

39�$&� $�FXWWLQJ�IOXLG�UHF\FOLQJ�V\VWHP�ZDV�LQVWDOOHG�DW�D�FRVW�RI�����PLOOLRQ�SHVHWDV�ZLWK

WKH�DLP�RI�UHGXFLQJ�ERWK�WKH�SXUFKDVLQJ�FRVWV�DQG�GLVSRVDO�FRVWV�RI�WKH�FXWWLQJ

IOXLGV�

39�$&� 7KH�FRPSDQ\�LV�SODQQLQJ�WR�LQWURGXFH�VRPH�UHF\FOLQJ�V\VWHP�LQ�RUGHU�WR�UHGXFH

WKH�XWLOLVDWLRQ�RI�FXWWLQJ�IOXLGV�

39�$&� 1R�HQYLURQPHQWDO�LQYHVWPHQW�LV�ZRUWK�EHLQJ�PHQWLRQHG�

39�$&� 7KH�FRPSDQ\�LV�WKLQNLQJ�RI�LQVWDOOLQJ�D�ZDWHU�WUHDWPHQW�SODQW�DW�D�FRVW�RI���

PLOOLRQ�SHVHWDV�

39�$&� ,W�LQWURGXFHG�D�ZDWHU�WUHDWPHQW�SODQW�IRU�OLTXLG�HIIOXHQW�GXH�WR�WKH�ULVN�RI�EHLQJ

VHHQ�GRLQJ�VRPHWKLQJ�LOOHJDO�

39�$&� $�ZDVWH�ZDWHU�WUHDWPHQW�SODQW�ZDV�LQWURGXFHG�LQ�RUGHU�WR�UHGXFH�WKH�ZDWHU�ELOO�

39�$&� $�UHF\FOLQJ�SODQW�ZDV�LQWURGXFHG�D�FRXSOH�RI�\HDUV�DJR�ZLWK�WKH�DLP�RI�UHGXFLQJ

WKH�ZDWHU�ELOO��/LNHZLVH��DV�D�UHVXOW�RI�D�GHFLVLRQ�WDNHQ�E\�WKH�*HUPDQ�RZQHUV��WKH

IXUQDFHV�XVHG�LQ�WKH�SURGXFWLRQ�SURFHVV�ZHUH�FKDQJHG�DOWKRXJK�WKH\�ZHUH

FRPSO\LQJ�ZLWK�OHJLVODWLRQ�

39�$&� ,W�LV�WKLQNLQJ�RI�LQVWDOOLQJ�D�ZDWHU�WUHDWPHQW�SODQW�IRU�UHJHQHUDWLQJ�FXWWLQJ�IOXLGV�DW

D�FRVW�RI�WKUHH�PLOOLRQ�SHVHWDV�

39�$&�� 7KH�FRPSDQ\�KDV�QRW�FDUULHG�RXW�DQ\�HQYLURQPHQWDO�LQYHVWPHQWV�

6RXUFH��,QWHUYLHZV�
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7$%/(������&28175<�$1$/<6,6�2)�352'8&7,9,7<�$1'�48$/,7<�,1�7+(

$872027,9(�&20321(176�,1'8675<

&RXQWU\ 3URGXFWLYLW\� 4XDOLW\� /DERXU�FRVWV� /DERXU�&RVWV�

-DSDQ

86

6SDLQ

*HUPDQ\

)UDQFH

8.

,WDO\

0H[LFR
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��� 8QLWV�SHU�KRXU��LQGH[HG�

��� 'HIHFWLYH�XQLWV��SLHFHV�SHU�PLOOLRQ�

��� &RVWV�SHU�KRXU��86���

��� &RVWV�SHU�XQLW��LQGH[HG��

6RXUFH� 7KH�6HFRQG�/HDQ�(QWHUSULVH�5HSRUW��$QGHUVHQ�&RQVXOWLQJ��8QLYHUVLW\�RI�&DUGLII

DQG�WKH�8QLYHUVLW\�RI�&DPEULGJH�

����� 4XDOLW\�PDQDJHPHQW�LQ�8.�ILUPV

,QWHUYLHZHHV�ZHUH�DVNHG��D��LI�WKH\�KDG�%6������E��ZK\�WKH\�KDG�REWDLQHG�LW��F��KRZ�HIIHFWLYH

WKH\� IHOW� LW�KDG�EHHQ��G��KRZ� WKH�VWDQGDUG�FRPSDUHG�ZLWK�RWKHU�FXVWRPHU�TXDOLW\� FHUWLILFDWHV

WKH\�PLJKW�KDYH��DQG�H��DERXW�RWKHU�LPSOLFDWLRQV�RI�FXVWRPHU�SUHVVXUH��LQ�RUGHU�WR�VHH�LI�WKHUH

ZDV� DQ\� HQYLURQPHQWDO� SUHVVXUH�� HLWKHU� H[SOLFLWO\� RU� LQGLUHFW�� H[HUWHG� E\� FXVWRPHUV�� 7KH

VLWXDWLRQ�LV�VXPPDULVHG�LQ�7DEOH�����

7KHUH�ZDV�D�PL[HG�SLFWXUH�ZLWK� UHJDUG� WR� TXDOLW\� VWDQGDUGV��$� IHZ�RI� WKH� ODUJHU� FRPSDQLHV

VXSSO\LQJ�WKH�RULJLQDO�HTXLSPHQW�PDUNHW�SODFHG�JUHDWHU�YDOXH�RQ�DVVHPEO\�FXVWRPHUV¶�TXDOLW\

DVVXUDQFH�DFFUHGLWDWLRQ��DQG�FRQVHTXHQWO\�KDG�REWDLQHG�%6����� UHODWLYHO\� UHFHQWO\��8.�$&�

LV�VKRUWO\�WR�EH�DXGLWHG�IRU�WKH�%6�����3DUW���VWDQGDUG�ZKLFK�WKH\�DUH�SXUVXLQJ�DV�SDUW�RI�D

(XURSHDQ�JURXS��,URQLFDOO\��DOWKRXJK�WKH\�DOUHDG\�KDG�VHYHUDO�DVVHPEO\�FXVWRPHUV¶�DSSURYDOV�

WKH\�IRXQG�WKH�SURFHVV�RI�PRYLQJ�WRZDUGV�%6�����YHU\�GLIILFXOW�

,Q� FRQWUDVW�� PDQ\� RI� WKH� VPDOOHU� FRPSDQLHV� KDG� REWDLQHG� %6����� VRPH� WLPH� DJR�� DV� WKH\

EHOLHYHG�LW�ZDV�QHFHVVDU\�LQ�RUGHU�WR�VWD\�LQ�EXVLQHVV��+RZHYHU�VRPH�VPDOOHU�FRPSDQLHV�KDG

EHHQ� UHOXFWDQW� WR� EH� DXGLWHG�� EXW� KDG� IHOW� WKDW� WKH\� KDG� QR� DOWHUQDWLYH�� &RPSDQ\� 8.�$&�

EHOLHYHV� WKDW� WKH� VWDQGDUG� KDG� QRW� LPSURYHG� TXDOLW\� EXW� KDG� WLHG� WKHP� LQWR� XQQHFHVVDU\

H[SHQVH��2WKHU�VPDOO�FRPSDQLHV�EHOLHYH�WKH�RSSRVLWH��&RPSDQ\�8.�$&��IRU�H[DPSOH��FODLPV

WKDW�WKH�VWDQGDUG�KDV�VDYHG�WKHP�PRQH\�DV�ZHOO�DV�EHQHILWLQJ�FXVWRPHUV�

7KH�PDMRULW\�RI�FRPSDQLHV�KDYH�D�UDQJH�RI�TXDOLW\�DSSURYDOV��,Q�VRPH�%6�����DSSHDUV�WR�EH

UHSODFLQJ� ILUVW� WLHU� FXVWRPHU� TXDOLW\� DFFUHGLWDWLRQV�� EXW� LQ� PRVW� FDVHV� VHSDUDWH� DVVHPEOHU

DFFUHGLWDWLRQV�UHPDLQ�
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������4XDOLW\�PDQDJHPHQW�LQ�%DVTXH�ILUPV

7DEOH� ���� VXPPDULVHV� WKH� VLWXDWLRQ� LQ� WKH� %DVTXH� FRPSDQLHV�� 2QO\� WKUHH� FRPSDQLHV

LQWHUYLHZHG� KDYH� DOUHDG\� REWDLQHG� DQ� ,62�TXDOLW\� VWDQGDUG�� 6L[� RI� WKH� UHPDLQLQJ� FRPSDQLHV

EHOLHYHG� LW�ZDV� LPSRUWDQW� WR� REWDLQ� WKH� VWDQGDUG� DQG�ZHUH� HLWKHU� LQ� WKH� SURFHVV� RI�ZRUNLQJ

WRZDUGV� LW� RU� LQWHQGHG� WR� VWDUW� RQ� LW� LQ� WKH� IXWXUH�� 2QO\� 39�$&��� VKRZHG� QR� LQWHUHVW� LQ

REWDLQLQJ�WKH�VWDQGDUG��7KLV�ILUP�IRFXVHV�RQ�REVROHWH�DIWHU�PDUNHW�SURGXFWV�VROG�LQ�&HQWUDO�DQG

6RXWK�$PHULFD�

7KH� TXDOLW\� UHTXLUHPHQWV� IRU� WKH� DIWHU�PDUNHW� DUH� OHVV� VWULQJHQW� WKDQ� WKRVH� IRU� WKH� 2ULJLQDO

(TXLSPHQW�PDUNHW��&RPSDQ\�39�$&��XVHG�WR�PDQXIDFWXUH�IRU� WKH�2(�EXW�DIWHU�EHLQJ�WDNHQ

RYHU�E\�D�PXOWLQDWLRQDO�JURXS�PRYHG�WR�WKH�DIWHUPDUNHW��$V�WKH�LQWHUYLHZHH�RI� WKLV�FRPSDQ\

SRLQWHG�RXW�

µ4XDOLW\� UHTXLUHPHQWV� VHW�E\�FDU�PDQXIDFWXUHUV�ZHUH�FRQVLGHUDEO\�PRUH� VWULQJHQW� QRW

RQO\� WKDQ� WKRVH� IURP� WKH� DIWHU�PDUNHW� EXW� DOVR� WKDQ� WKH� RQHV� HVWDEOLVKHG� E\� WKH� ,62

������ ,W� ZDV� D� GHFLVLRQ� WDNHQ� E\� WKH� PXOWLQDWLRQDO� WKDW� KDV� D� PDMRU� VWDNH� LQ� WKH

FRPSDQ\�ZKR�GHFLGHG�WKDW�ZH�VKRXOG�REWDLQ�WKH�,62������FHUWLILFDWH¶

2Q�WKH�EDVLV�RI�WKH�LQIRUPDWLRQ�SURYLGHG�E\�ILUPV�FRQFHUQLQJ�LQWHUQDO�DQG�H[WHUQDO�GHIHFW�UDWHV�

LW�DSSHDUV�WKDW�D�JRRG�OHYHO�RI�TXDOLW\�H[LVWV��2I�FRXUVH��ILUPV�IDLOLQJ�WR�PHHW� WKH�KLJK�TXDOLW\

VWDQGDUGV�GHPDQGHG�E\�FDU�PDQXIDFWXUHUV�RU�ILUVW�WLHU�VXSSOLHUV�ULVN�ORVLQJ�RUGHUV�

7$%/(������48$/,7<�$&&5(',7$7,21�,1�8.�&203$1,(6

&RPSDQ\ 0DUNHWV 3URGXFWV (PS�

OR\HHV

%6

�����,62

����"

$VVHPEOHUV

4$V"

2WKHU

FXVWRPHUV¶

4$V"

8.�$&� 2( (QJLQH

YDOYHV

1R��WR�EH

DXGLWHG

VKRUWO\�

<HV <HV

8.�$&� 1�$ ([KDXVWV ��� <HV 1R 1R

8.�$&� 2(�	

$0

&DPVKDIWV ��� <HV <HV�DQG

ZRUNLQJ

WRZDUGV

DQRWKHU

<HV

8.�$&� $0�	

WUXFNV

*HDUV �� <HV��WKLV

\HDU�

%6�����KDV

VXSHUVHGHG

8.�$&� 2( %HDULQJV� ��� <HV <HV <HV

8.�$&� $0�	

WUXFNV

6XVSHQVLRQ

V\VWHPV

��� <HV <HV

8.�$&� 2( 6WHHULQJ

V\VWHPV

��� <HV <HV <HV

8.�$&� $0��2(

	�WUXFNV

3UHVV�ZRUN ��� <HV <HV

8.�$&� $0�	

WUXFNV

&UDQNVKDIW

HWF�

��� <HV <HV

8.�$&�� 2(�

WUXFNV

$[OHV�

ZKHHOV

�� *DLQLQJ

VKRUWO\

<HV
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,QWHUHVWLQJO\��RQO\�RQH�ILUP��&RPSDQ\�39�$&���RXW�RI�WHQ�YLVLWHG�ZDV�XQGHU�SUHVVXUH�IURP�DQ

DXWRPRWLYH�DVVHPEO\�FRPSDQ\� WR� UHGXFH� LWV� QXPEHU� RI� VXSSOLHUV��7KH� FXVWRPHU�PDNLQJ� WKLV

GHPDQG� ZDV� 1LVVDQ�� ,W� VHHPV� WKDW� FDU� PDQXIDFWXUHUV� DUH� LQFUHDVLQJO\� FRQFHUQHG� DERXW

UHGXFLQJ�QRW�RQO\�WKH�QXPEHU�RI�VXSSOLHUV�RI�WKHLU�RZQ�ILUVW�WLHU�VXSSOLHUV�EXW�DOVR�WKH�QXPEHU

RI�WKH�ODWWHU�LQYROYHG�LQ�WKH�SURGXFWLRQ�SURFHVV�RI�FDU�PDQXIDFWXUHUV���

����� $GRSWLRQ�RI�OHDQHU�SURGXFWLRQ�PHWKRGV�LQ�8.�ILUPV

7KH�PDMRULW\� EXW� QRW� DOO� RI� WKH� FRPSDQLHV� YLVLWHG� ZHUH� DZDUH� RI� OHDQ� SURGXFWLRQ�� DQG� KDG

HLWKHU� LQWURGXFHG� -,7� PDQDJHPHQW� WHFKQLTXHV� VXFK� DV� NDQEDQ�� RU� ZHUH� DW� OHDVW� UHTXLUHG� WR

FDUU\�RXW�GHOLYHULHV�RQ�D�-,7�EDVLV��&RPSDQLHV��VXFK�DV�8.�$&���SURGXFLQJ�YHU\�VPDOO�SDUWV

ZKLFK�DUH�QRW�SUREOHPDWLF�WR�VWRUH�LQ�ODUJH�QXPEHUV�PD\�QRW�EH�XQGHU�SUHVVXUH�WR�GHOLYHU�RQ�D

-XVW�LQ�WLPH�EDVLV��8.�$&��NHHS�VWRFNV�DQG�SHUKDSV�WKHLU�FXVWRPHUV�GR�WRR�

�����������������������������������������������

��
� $�JRRG�H[DPSOH�LV�WKDW�RI�0HUFHGHV�%HQ]��7KLV�FRPSDQ\�LV�ORFDWHG�LQ�WKH�%DVTXH�&RXQWU\�DQG�ZLOO�VWDUW

SURGXFLQJ�D�QHZ�LQGXVWULDO�YHKLFOH��7����LQ������LQ�ZKLFK�WKH�QXPEHU�RI�VXSSOLHUV�LV�H[SHFWHG�WR�DPRXQW�WR����

ILUPV������RI�WKHP�IURP�6SDLQ���7KLV�UHSUHVHQWV�WR�KDOYH�WKH�QXPEHU�RI�VXSSOLHUV�WKDW�DUH�EHLQJ�LQYROYHG�LQ�WKH

SURGXFWLRQ�RI�WKH�FXUUHQW�0%�����YDQ�

7$%/(������48$/,7<�$&&5(',7$7,21�,1�%$648(�&203$1,(6

&RPSDQ\ 0DUNHWV 3URGXFWV (PS�

OR\HHV

%6�������,62

����

$VVHPEOHUV

4$V

2WKHU

FXVWRPHUV¶

4$V

39�$&� $0�DQG

WUXFN

&OXWFKHV�DQG�EUDNH

SDUWV

�� :RUNLQJ

WRZDUGV�

SUHVVXUH�IURP

RZQHUV

<HV <HV

39�$&� 2( &DUEXUHWWRUV�

YDOYHV��ILOWHUV�DQG

RWKHUV

��� +RSHV�WR�EH

DXGLWHG�LQ�����

<HV

39�$&� $0 &DPVKDIWV�DQG

FRQQHFWLQJ�URGV

�� :RUNLQJ

WRZDUGV�,62

����

$VVHVVHG

GXULQJ

YLVLWV

39�$&� $0 $[OHV �� :LOO�EH�ZRUNLQJ

WRZDUGV�,62

����

39�$&� 2(�	

$0

%DOO�EHDULQJV�DQG

UROOHU�EHDULQJV

��� +RSHV�WR�EH

DXGLWHG�IRU�,62

�����LQ�����

39�$&� $0 6XVSHQVLRQ�V\VWHPV ��� 7KH�JURXS�WR

ZKLFK�LW�EHORQJV

KDV�,62�����

39�$&� 2(�	

$0

6XVSHQVLRQ�V\VWHPV ��� $FKLHYHG�,62

�����LQ�����

39�$&� 2( 5ROOHU�EHDULQJV�DQG

EHDULQJ�SLQV

��� $FKLHYHG�,62

�����LQ�����

39�$&� $0��2(

	�WUXFN

*HDU�V\VWHPV�DQG

SXPSV

��� :LOO�EH�ZRUNLQJ

WRZDUGV�,62

39�$&�� $0�	

WUXFN

6WHHULQJ

PHFKDQLVPV

�� 1RW�LQWHUHVWHG
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6XSSOLHUV� RIWHQ� LQWURGXFHG� FHOOXODU� PDQXIDFWXULQJ� DQG� NDQEDQ� V\VWHPV� LQ� UHVSRQVH� WR

FXVWRPHUV¶�VXJJHVWLRQV��,Q�VHYHUDO�FDVHV�DVVHPEO\�FRPSDQLHV�KDG�VSHQW�FRQVLGHUDEOH� WLPH�RQ

WKH�VKRS�IORRU��ZRUNLQJ�ZLWK�WKH�FRPSDQ\�WR�LQWURGXFH�TXDOLW\�DQG�SURGXFWLYLW\�LPSURYHPHQWV�

8.�$&���8.�$&���8.�$&��DQG�8.�$&��KDYH�LQWURGXFHG�FHOOXODU�PDQXIDFWXULQJ��ZLWK�KHOS

IURP�WKHLU�FXVWRPHUV��2IWHQ�QRW�DOO�WKH�PDFKLQHV�FDQ�EH�PRYHG�WR�WKH�LGHDO�SRVLWLRQ�ZLWKLQ�WKH

FHOO�� DW� OHDVW� LQLWLDOO\�� DV� LW�ZRXOG� EH� YHU\� H[SHQVLYH� WR�PRYH� WKHP�� 7KRVH� FRPSDQLHV�ZKLFK

KDYH�QRW�FRPSOHWHG�WKH�PRYHPHQW�RI�PDFKLQHV�GR�LQWHQG�WR�FRPSOHWH�WKH�SURFHVV�HYHQWXDOO\�

7KH�FRPSDQLHV� LQWURGXFLQJ�FHOOXODU�PHWKRGV�DUH�DOO�VXSSO\LQJ�WKH�RULJLQDO�HTXLSPHQW�PDUNHW�

DOWKRXJK�QRW�DOO�VXSSOLHUV� WR� WKLV�PDUNHW�KDYH� LQWURGXFHG�FHOOXODU�PDQXIDFWXULQJ��8.�$&�� LV

KRSLQJ�WR�LQWURGXFH�FHOOXODU�PHWKRGV�LQ�WKH�IXWXUH��DOWKRXJK�WKH\�DUH�KDYLQJ�WR�SURFHHG�VORZO\

DORQJ�WKLV�SDWK�EHFDXVH�RI�WKH�VHQVLWLYLWLHV�RI�WKH�VWURQJO\�XQLRQLVHG�ZRUNIRUFH�

6XSSOLHUV�WR�WKH�DIWHUPDUNHW�KDYH�QRW�LQWURGXFHG�FHOOXODU�PHWKRGV�DQG�RIWHQ�FODLPHG�WKDW�-,7

ZDV�SUREOHPDWLF�WR�RSHUDWH�LQ�WKH�$0��/RQJ�OHDG�WLPHV�IRU�VWHHO�DQG�IRUJLQJV�DQG�FDVWLQJV�ZDV

VWDWHG�DV�D� UHDVRQ��6HFRQGO\� WKH�SURGXFWV�DUH�RIWHQ� VXSSOLHG� WR�ZDUHKRXVHV� DQ\ZD\� DQG� DUH

QRW�QHHGHG�-,7�IRU�DQ�DVVHPEO\�OLQH�

$� IHZ� FRPSDQLHV� DUH� LQ� WKH� SURFHVV� RI� LQWURGXFLQJ� NDQEDQ� V\VWHPV� ZLWK� WKHLU� VXSSOLHUV�

&RPSDQ\�8.�$&��DUH�KRSLQJ�WR�UDWLRQDOLVH�WKH�QXPEHU�RI�VWHHO�VXSSOLHUV�WKH\�XVH��IURP����WR

VHYHQ� RU� HLJKW��� DQG� H[SHFW� WKDW� WKLV� SURFHVV� ZLOO� EH� GHWHUPLQHG� E\� ZKLFK� VXSSOLHUV� DUH

SUHSDUHG�WR�ZRUN�RQ�D�NDQEDQ�V\VWHP�ZLWK�WKHP�

����� $GRSWLRQ�RI�OHDQHU�SURGXFWLRQ�PHWKRGV�LQ�%DVTXH�ILUPV

,Q�WKH�%DVTXH�FRXQWU\�WZR�ILUPV��39�$&��DQG�39�$&���ZHUH�PDNLQJ�WKHLU�GHOLYHULHV�RQ�D�-,7

EDVLV� IRU� VRPH� RI� WKHLU� FXVWRPHUV�� $W� 39�$&�� PDQXIDFWXULQJ� KDG� EHHQ� UHRUJDQLVHG� WR

LQWURGXFH�SURGXFWLRQ�FHOOV�ZLWKLQ� WKH� IDFWRU\�� DQG� WKH� LQWHUYLHZHH�ZDV�YHU\�SOHDVHG�ZLWK� WKH

UHVXOW�

��� (QYLURQPHQWDO�3UHVVXUHV�WKURXJK�WKH�6XSSO\�&KDLQ

����� (QYLURQPHQWDO�SUHVVXUHV��TXDOLW\�DQG�MXVW�LQ�WLPH�SURGXFWLRQ

&XVWRPHUV�FDQ�KDYH�D�YHU\�SRZHUIXO�LQIOXHQFH�RYHU�D�UDQJH�RI�VXSSOLHUV¶�DFWLYLWLHV��&XVWRPHUV

DUH�FRQFHUQHG�ZLWK�TXDOLW\�DQG�SULFH�EXW�WKHLU�LQIOXHQFH�FDQ�VWUHWFK�WR�FKDQJLQJ�PDQXIDFWXULQJ

SURFHVVHV�DQG�RUJDQLVDWLRQDO�DVSHFWV�RI�WKH�FRPSDQ\��6XSSO\�FKDLQ�SUHVVXUHV�FRXOG��WKHUHIRUH�

KDYH�DQ�LPSDFW�RQ�HQYLURQPHQWDO�SHUIRUPDQFH�DQG�HPSOR\PHQW�DW�VXSSOLHU�FRPSDQLHV�

7KH�UHODWLRQVKLS�EHWZHHQ�DXWRPRWLYH�DVVHPEO\�FRPSDQLHV�DQG�WKHLU�VXSSOLHUV�KDV�WUDGLWLRQDOO\

EHHQ�DGYHUVDULDO��7KHUH�KDV�DOZD\V�EHHQ�D�VWURQJ�SUHVVXUH�RQ�FRPSRQHQW�VXSSOLHUV�WR�LPSURYH

TXDOLW\� DQG� UHGXFH� SULFH�� DOWKRXJK� DVVHPEOHUV� KDYH� QRZ� DGRSWHG� D� PRUH� FR�RSHUDWLYH

DSSURDFK�� $XWRPRWLYH� DVVHPEO\� FRPSDQLHV� DUH� DOVR� SXWWLQJ� SUHVVXUH� RQ� PDQ\� RI� WKHLU

VXSSOLHUV�WR�GHOLYHU�RQ�D�-XVW�LQ�7LPH��-,7��EDVLV��,W�KDV�EHHQ�DUJXHG�WKDW�µJUHHQLQJ¶�ZLOO�RFFXU

DV�D�FRQVHTXHQFH�RI�OHDQ�SURGXFWLRQ�DQG�WRWDO�TXDOLW\�PDQDJHPHQW�
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µ7KH�LQFUHDVLQJ�LQWLPDF\�RI�DVVHPEOHU�VXSSOLHU�UHODWLRQVKLSV��DV�D�FRQVHTXHQFH�RI�QHZ

OHDQ�SURGXFWLRQ�DQG�TXDOLW\�PDQDJHPHQW��LV�VHHQ�DV�OLNHO\�WR�VWLPXODWH�WKH�SURSDJDWLRQ

RI�HQYLURQPHQWDO�EHVW�SUDFWLFH�DORQJ�WKH�VXSSO\�FKDLQ�¶��

7RWDO�TXDOLW\�PDQDJHPHQW�DQG�OHDQ�SURGXFWLRQ�SULQFLSOHV�FRXOG�OHDG�WR�D�UHGXFWLRQ�LQ�ZDVWDJH

DQG� WKHUHIRUH� SROOXWLRQ�� ,PSURYLQJ� WKH� GHVLJQ� RI� FRPSRQHQW� SDUWV� VR� WKDW� WKH\� FDQ� EH

PDQXIDFWXUHG�PRUH�HDVLO\��ZLWK�OHVV�UHVRXUFHV��DQG�LPSURYLQJ�TXDOLW\�FDQ�OHDG�WR�D�UHGXFWLRQ

LQ�VFUDS�UDWHV�

+RZHYHU� WKHUH�DUH�RWKHU�DVSHFWV�RI� WKH� OHDQ� SURGXFWLRQ� V\VWHP�ZKLFK� GR� QRW� SRLQW� WRZDUGV

HQYLURQPHQWDO�EHQHILWV��,QFUHDVHG�IOH[LELOLW\�DQG�VPDOOHU�EDWFK�VL]HV�FDQ�OHDG�WR�LQFUHDVHG�ZDVWH

SURGXFWLRQ� LQ� SURFHVVHV� VXFK� DV� SDLQWLQJ�� ,I� FRORXUV� DUH� FKDQJHG� IUHTXHQWO\� WKHQ� SDLQW� OLQHV

KDYH�WR�EH�ZDVKHG�PRUH�IUHTXHQWO\��UHVXOWLQJ�LQ�D�JUHDWHU�TXDQWLW\�RI�SDLQW�VOXGJH�ZDVWH��7KHUH

LV� DOVR� DQ� LQFUHDVH� LQ� WUDIILF� DVVRFLDWHG� ZLWK� FDUU\LQJ� VPDOOHU� DPRXQWV� RI� FRPSRQHQWV� WR

FXVWRPHUV�RQ�D� -,7�EDVLV��7KH�HQYLURQPHQWDO� LPSOLFDWLRQV�RI� OHDQHU�SURGXFWLRQ�DUH� WKHUHIRUH

PL[HG�

����� (QYLURQPHQWDO�PDQDJHPHQW�VWDQGDUGV�DQG�WKH�VXSSO\�FKDLQ

7KH� VXSSO\� FKDLQ� LV� SRWHQWLDOO\� D� YHU\� SRZHUIXO� PHDQV� RI� SXWWLQJ� SUHVVXUH� RQ� LQGXVWU\� WR

LPSURYH�LWV�HQYLURQPHQWDO�SHUIRUPDQFH����,QGHHG��IRU�FRPSDQLHV�ORFDWHG�ZLWKLQ�D�VXSSO\�FKDLQ�

WKHUH� LV� QR� RWKHU� PHFKDQLVP� ZKHUHE\� JUHHQ� SXUFKDVLQJ� H[HUFLVHG� E\� FRQVXPHUV� FDQ� UHDFK

WKHP�� DV� WKH\� GR� QRW� VHOO� GLUHFW� WR� WKH� FRQVXPHU�� 7KLV� LV� WKH� FDVH� IRU� WKH� PDMRULW\� RI

PDQXIDFWXULQJ� FRPSDQLHV�� DV� LQGXVWU\� VSHQGLQJ� GZDUIV� FRQVXPHU� VSHQGLQJ�� E\� D� IDFWRU� RI

DERXW�����

2QH�ZD\� LQ�ZKLFK�DXWRPRWLYH�DVVHPEOHUV�PLJKW� LQIOXHQFH� WKH� HQYLURQPHQWDO� SHUIRUPDQFH� RI

WKHLU�VXSSOLHUV�LV�WR�UHTXLUH�WKHP��E\�DQDORJ\�ZLWK�WKH�UHTXLUHPHQW�WR�DGRSW�TXDOLW\�VWDQGDUGV�

WR�DGRSW�DQ�HQYLURQPHQWDO�PDQDJHPHQW� VWDQGDUG� VXFK�DV�%6������ WKH�(8�(FR�0DQDJHPHQW

$QG�$XGLW�6FKHPH��(0$6��RU�WKH�QHZ�VHULHV�RI�,62�������VWDQGDUGV�

%6�����UHTXLUHV�FRPSDQLHV�WR�DVVHVV�WKHLU�HQYLURQPHQWDO�LPSDFW�DQG�WDNH�DFWLRQ�WR�UHGXFH�LW

FRQWLQXRXVO\��,W�VKDUHV�IHDWXUHV�ZLWK�(0$6��&RPSDQLHV�ZKLFK�DFKLHYH�%6�����DFFUHGLWDWLRQ

ZLOO� EH� HQFRXUDJHG� WR� UHTXLUH� WKHLU� VXSSOLHUV� WR� DFKLHYH� WKH� VWDQGDUG� WKXV�� LQ� WKHRU\�

SURSDJDWLQJ�KLJKHU� VWDQGDUGV�RI�HQYLURQPHQWDO�SHUIRUPDQFH�DORQJ� WKH� VXSSO\�FKDLQ��7KHUH� LV

QR� HYLGHQFH� IURP� WKLV� VWXG\� WKDW� DGRSWLQJ�%6�����(0$6�DXWRPDWLFDOO\� OHDGV� WR� WKH� XVH� RI

FOHDQHU� WHFKQRORJ\�� EXW� WKH� VWDQGDUGV� SURYLGH� D� IUDPHZRUN� ZLWKLQ� ZKLFK� FOHDQ� WHFKQRORJ\

DGRSWLRQ�LV�HQFRXUDJHG�

�����������������������������������������������

�� 'LRQ�9DXJKDQ�DQG�&UDLJ�0LFNOH��(QYLURQPHQWDO�SURILOHV�RI�(XURSHDQ�EXVLQHVV��7KH�5R\DO�,QVWLWXWH�RI

,QWHUQDWLRQDO�$IIDLUV�&HQWUH�IRU�([SORLWDWLRQ�RI�6FLHQFH�DQG�7HFKQRORJ\��(DUWKVFDQ�3XEOLFDWLRQV�/WG�

/RQGRQ�������
�� 1HZ��6��*UHHQ��.�DQG�%�0RUWRQ��8QLYHUVLW\�RI�0DQFKHVWHU�� 8QGHUVWDQGLQJ�WKH�'\QDPLFV�RI�*UHHQ

6XSSO\��3DSHU�SUHVHQWHG�DW�WKH������%XVLQHVV�6WUDWHJ\�DQG�WKH�(QYLURQPHQW�FRQIHUHQFH��6HSWHPEHU���WK

DQG���VW��/HHGV�8QLYHUVLW\�
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7KHUH�LV�SUHVVXUH�WR�KDUPRQLVH�HQYLURQPHQWDO�PDQDJHPHQW�V\VWHPV�ZLWK�WKH�LQWURGXFWLRQ�RI�DQ

LQWHUQDWLRQDO�VWDQGDUG��,62��������%6�����PD\�HYHQWXDOO\�EH�ZLWKGUDZQ�RQFH�DQ�LQWHUQDWLRQDO

V\VWHP�LV�ILQDOLVHG���

$�VLPSOH�UHTXLUHPHQW�WKDW�DOO�VXSSOLHUV�VKRXOG�DFKLHYH�DQ�HQYLURQPHQWDO�PDQDJHPHQW�VWDQGDUG

ZRXOG�QRW�QHFHVVDULO\�EH�LQ�DQ�DXWRPRWLYH�DVVHPEOHU¶V�LQWHUHVW��DOWKRXJK�5RYHU��DV�SDUW�RI�LWV

5*����� 3URJUDPPH� HQFRXUDJHV� VXSSOLHUV� WR� DGRSW� %6������ $� FRPSDQ\� DWWHPSWLQJ� WR

LPSURYH�WKH�HQYLURQPHQWDO�SHUIRUPDQFH�RI� LWV�VXSSO\�FKDLQ�ZRXOG�JHQHUDOO\�UDQN�VXSSOLHUV� LQ

RUGHU�WR�SULRULWLVH�HIIRUWV��7KH\�PLJKW�DOVR�EH�LQWHUHVWHG�RQO\�LQ�VWUDWHJLF�VXSSOLHUV�ZLWK�ZKRP

WKH\�H[SHFW�WR�KDYH�D�ORQJ�WHUP�UHODWLRQVKLS�

����� (YLGHQFH�RI�HQYLURQPHQWDO�SUHVVXUH�RQ�8.�ILUPV

$JDLQVW� H[SHFWDWLRQV�� UHODWLYHO\� OLWWOH� HYLGHQFH� RI� VXSSO\� FKDLQ� HQYLURQPHQWDO� SUHVVXUH� ZDV

IRXQG�DPRQJVW�WKH�FRPSDQLHV�LQWHUYLHZHG��2QO\�WZR�FRPSDQLHV��8.�$&��DQG�8.�$&���KDG

KDG�DQ\�FRPPXQLFDWLRQV�ZLWK�D�FXVWRPHU�RQ�WKH�LVVXH�

8.�$&�� LV� SHULRGLFDOO\� VHQW� OHWWHUV� DVNLQJ� WKHP� WR� YHULI\� WKDW� WKH\� GR� QRW� XVH� FHUWDLQ

FRPSRXQGV��7KHVH� OHWWHUV�FDPH� IURP�)RUG� LQ� ����� DQG�1LVVDQ� LQ� ������7KH� FXVWRPHUV� DOVR

UHTXHVWHG�WKDW� WKH�FRPPXQLFDWLRQ�EH�SDVVHG�RQ�XS�WKH�VXSSO\�FKDLQ��$OO� WKHLU� VXSSOLHUV�ZHUH

DEOH�WR�JLYH�WKH�YHULILFDWLRQ�LQ�UHVSRQVH�WR� WKH�)RUG�HQTXLU\�LQ������DQG�WKH\�DUH�ZDLWLQJ�IRU

UHSOLHV�WR�WKH������FRPPXQLFDWLRQ�

7KLV�HQTXLU\�GLG�KDYH�D�GLUHFW�LQIOXHQFH�RQ�WKH�FRPSDQ\��,W�ZDV�XVLQJ�D�&)&�RLO�ZKLFK�ZDV�RQ

WKH�OLVW�RI�FRPSRXQGV�WR�EH�DYRLGHG��7KH\�FDOOHG�LQ�6KHOO�ZKR�UHFRPPHQGHG�WKH\�XVHG�D�OHVV

HQYLURQPHQWDOO\�GDPDJLQJ�DOWHUQDWLYH��7KH�RWKHU�RLO�ZDV�FKHDSHU�WKDQ�WKH�SUHYLRXV�RLO�DQG�WKH

WUDQVIHU�ZDV�QRW�D�SUREOHP��$OO�RI�WKH�VXSSOLHUV�WKDW�UHVSRQGHG�WR�WKH�ILUVW�HQTXLU\�XQGHUWDNHQ

E\�FRPSDQ\�8.�$&��DW�WKH�UHTXHVW�RI�)RUG�ZHUH�DEOH�WR�YHULI\�WKDW�WKH\�ZHUH�QRW�XVLQJ�DQ\

RI� WKH� FRPSRXQGV� RQ� WKH� OLVW�� 7KH� TXHVWLRQ� RI�ZKHWKHU�&RPSDQ\�8.�$&�� VKRXOG� FDUU\� RQ

GHDOLQJ�ZLWK�WKHP�WKHUHIRUH�GLG�QRW�DULVH�

8.�$&��KDG�UHFHLYHG�OHWWHUV�IURP�DOO�WKHLU�DVVHPEO\�FXVWRPHUV�ZKLFK�WKH\�ZHUH�DOVR�DVNHG�WR

VHQG�WR�WKHLU�VXSSOLHUV��7KH\�KDG�QRW�VWRSSHG�XVLQJ�DQ\�FKHPLFDOV�DV�D�UHVXOW�RI� WKLV�SURFHVV�

DOWKRXJK�WKH\�KDG�DOUHDG\�VWRSSHG�XVLQJ�WUL�FKORURHWKDQH�DV�D�UHVXOW�RI�FRQFHUQV�DERXW�KHDOWK

DQG�VDIHW\�

7KHVH�OHWWHUV�DUH�D�µSDSHU�H[HUFLVH¶�DQG�FXVWRPHUV�KDYH�QR�ZD\�RI�NQRZLQJ�WKDW�WKHLU�VXSSOLHUV

DUH� EHLQJ� KRQHVW�� ,W� PD\� HYHQ� EH� GLIILFXOW� IRU� WKH� VXSSOLHU� WR� NQRZ� ZKHWKHU� WKH� VSHFLILHG

FKHPLFDOV�DUH�XVHG�LQ�WKH�PDQXIDFWXUH�RI�WKHLU�SURGXFWV�

$OPRVW�DOO�RI�WKH�FRPSDQLHV�LQWHUYLHZHG�KDG�KHDUG�RI�%6�����DQG�FRPSDQLHV�8.�$&���8.�

$&��DQG�8.�$&��ZHUH� LQWHQGLQJ� WR� LQVWDOO� LW��8.�$&�� LQWHQGHG� DGRSWLQJ� HLWKHU�(0$6�RU

,62��������7KH�GULYHU�IRU�DFKLHYLQJ�D�VWDQGDUG�VRPHWLPHV�FDPH�IURP�WKH�FRPSDQLHV¶�RZQHUV

DQG�VRPHWLPHV�IURP�FXVWRPHUV��&RPSDQ\�8.�$&��EHOLHYHG�WKDW�LW�ZRXOG�EH�D�UHTXLUHPHQW�LQ

WKH� IXWXUH�� &RPSDQLHV� GLG� QRW� PHQWLRQ� WKH� LGHQWLILFDWLRQ� RI� SRWHQWLDO� FRVW� VDYLQJV� DV� D

PRWLYDWLRQ�

�����������������������������������������������

�� )LQDO�,62�GUDIW�VWLOO�ZHDNHU�WKDQ�%6�����DQG�(0$6��3DJH����������(1'6�5HSRUW�����-XO\������
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'HVSLWH�5RYHU¶V� VWDWHG� VWUDWHJ\� RI� HQFRXUDJLQJ� WKHLU� VWUDWHJLF� VXSSOLHUV� WR� DFKLHYH�%6�����

WKH�WZR�FRPSDQLHV�VXSSO\LQJ�5RYHU�PDLQWDLQHG�WKDW�5RYHU�KDG�QRW�UHTXHVWHG�WKHP�WR�DFKLHYH

WKH� VWDQGDUG�� 8.�$&�� LQWHQGV� WR� JR� IRU� WKH� VWDQGDUG� LQ� WKH� IXWXUH� EXW� WKH� LQWHUYLHZHH

PDLQWDLQHG�WKDW�WKLV�ZDV�QRW�LQ�UHVSRQVH�WR�DQ\�SUHVVXUH�IURP�5RYHU�

8.�$&��GHFLGHG�WR�JR�IRU�%6�����DIWHU�KHDULQJ�D�VLVWHU�FRPSDQ\�WDON�DERXW�LWV�H[SHULHQFH�RI

JDLQLQJ�WKH�DZDUG�DW�D�VHPLQDU�RQ�HQYLURQPHQWDO�LVVXHV�KHOG�E\�WKH�SDUHQW�FRPSDQ\��8.�$&�

IHOW�WKDW�WKH\�KDG�DOUHDG\�GRQH�PRUH�WRZDUGV�LPSURYLQJ�HQYLURQPHQWDO�SHUIRUPDQFH�WKDQ�WKHLU

VLVWHU� FRPSDQ\�� 7KH\� KDYH� GRFXPHQWHG� ZKDW� FKDQJHV� WKH\� KDYH� PDGH�� 7KHVH�LQFOXGH

HOLPLQDWLQJ� VRPH� RI� WKH� PRUH� HQYLURQPHQWDOO\� SUREOHPDWLF� FKHPLFDOV�� UHGXFLQJ� QRLVH� DQG

LPSURYHG�RLO�VSLOODJH�SURWHFWLRQ��%HLQJ�LQ� WKH�SURFHVV�RI�VHFXULQJ�5*�����ZDV�DOVR�JLYHQ�DV

DQ�LPSRUWDQW�UHDVRQ�IRU�JRLQJ�IRU�%6������DOWKRXJK�WKH�LQWHUYLHZHH�ZDV�QRW�FOHDU�ZK\��5RYHU

KDG�QRW�UHTXHVWHG�RU�HQFRXUDJHG�WKHP�WR�JR�IRU�WKH�VWDQGDUG��DQG�WKH�LQWHUYLHZHH�PDLQWDLQHG

WKDW�5*������FRQWDLQV�QR�PRUH� RQ� WKH� HQYLURQPHQW� WKDQ� WKH� RWKHU� DVVHPEOHU� DFFUHGLWDWLRQV

ZKLFK�WKH�FRPSDQ\�DOUHDG\�KDV�

����� (YLGHQFH�RI�HQYLURQPHQWDO�SUHVVXUH�RQ�%DVTXH�ILUPV

2QO\� WZR� %DVTXH� FRPSDQLHV� KDG� H[SHULHQFHG� D� FXVWRPHU� WDNLQJ� DQ� LQWHUHVW� LQ� WKHLU

HQYLURQPHQWDO�SHUIRUPDQFH��&RPSDQ\�39�$&��ZDV�YLVLWHG�E\�)RUG�DQG�JLYHQ�D�PDUN��VHYHQ

SRLQWV�RXW�RI�WHQ��IRU�LWV�HQYLURQPHQWDO�SHUIRUPDQFH��)RUG�GLG�QRW�GHPDQG�DQ\�FKDQJHV�DIWHU

WKH� HQYLURQPHQWDO� DVVHVVPHQW�� &RPSDQ\� 39�$&�� ZDV� TXHVWLRQHG� E\� PDMRU� FXVWRPHUV

�1LVVDQ�� 0HUFHGHV�%HQ]� DQG� 9RONVZDJHQ�� DERXW� LWV� HQYLURQPHQWDO� SHUIRUPDQFH� EXW� QRW

VXEMHFWHG�WR�DQ�DVVHVVPHQW��7KH�TXHVWLRQV�KDG�QR�LPSOLFDWLRQ�IRU�RUGHUV�IURP�LWV�FXVWRPHUV�

7KH�DGRSWLRQ�RI�DQ�HQYLURQPHQWDO�PDQDJHPHQW�V\VWHP��(06��ZDV�ORZ�RQ�WKH�OLVW�RI�SULRULWLHV

RI� %DVTXH� FRPSDQLHV�� ,Q� JHQHUDO�� ILUPV� GLG� QRW� VHHP� WR� KDYH� PXFK� LGHD� RI� ZKDW� WKH

LQWURGXFWLRQ�RI�DQ�(06�PHDQV��7KHUH�ZDV�RQO\�RQH�FRPSDQ\�RXW�RI�WHQ�YLVLWHG��39�$&���WKDW

KDG� WKRXJKW� RI� LQVWDOOLQJ� DQ� (06�� 7KLV� FRPSDQ\� VKRZHG� PRUH� FRQFHUQ� DERXW� LWV

HQYLURQPHQWDO� DFWLRQV�� 7KH� FRPSDQ\� KDG� VLJQHG� XQGHUWDNLQJV� WR� LPSOHPHQW� WKH� 0RQWUHDO

3URWRFRO��DW�WKH�UHTXHVW�RI�WKH�PDLQ�VKDUHKROGHUV��D�%ULWLVK�PXOWLQDWLRQDO�

6RPH� %DVTXH� ILUPV� �IRU� H[DPSOH� 39�$&��� KDG� UHFHLYHG� RIIHUV� IURP� FRPSDQLHV� DLPLQJ� DW

LQWURGXFLQJ�DQ�(06��,Q�WKLV�UHVSHFW��ILUPV�RQO\�IRFXV�RQ�WKH�HQYLURQPHQWDO�DUHD�ZKHQ�GHDOLQJ

ZLWK� LQYHVWPHQWV� OLQNHG� WR� WKH� LPSURYHPHQW� RI� WKHLU� HQYLURQPHQWDO� SHUIRUPDQFH�� $� JRRG

H[DPSOH�LV�WKDW�RI�&RPSDQ\�39�$&��LQ�ZKLFK�WKH�LQWHUYLHZHH�KLJKOLJKWHG�WKDW�

µ:H�DUH�QRW�WKLQNLQJ�RI�LQWURGXFLQJ�DQ�(06��1HYHUWKHOHVV��DW� WKH�PRPHQW�DV�D�UHVXOW

RI� WKH� QHHG� WR� LPSOHPHQW� WKH� HQYLURQPHQWDO� UXOHV� RI� WKH� $PHULFDQ� PXOWLQDWLRQDO� WR

ZKLFK�ZH� EHORQJ�� ,� DP�GHYRWLQJ�PRUH� WLPH� �DERXW� DQ� KRXU� D� GD\�� WR� HQYLURQPHQWDO

DVSHFWV�¶

����� $XWRPRWLYH�FRPSRQHQW�PDQXIDFWXUHUV¶�LQIOXHQFH�RYHU�IRXQGU\�VXSSOLHUV

&XVWRPHUV�LQ�WKH�DXWRPRWLYH�FRPSRQHQWV�VHFWRU�PD\�LQIOXHQFH�WKH�HQYLURQPHQWDO�SHUIRUPDQFH

RI�D�IRXQGU\�LQGLUHFWO\��HLWKHU�EHFDXVH�RI� WKH�QDWXUH�RI� WKHLU�SDWWHUQ�HTXLSPHQW�RU�EHFDXVH�RI

TXDOLW\�UHTXLUHPHQWV��IRU�H[DPSOH�VSHFLI\LQJ�SDUWLFXODU�W\SHV�RI�VXUIDFH�ILQLVK�

3DWWHUQ�HTXLSPHQW�JHQHUDOO\�EHORQJV�WR� WKH�FXVWRPHU�UDWKHU� WKDQ� WR� WKH� IRXQGU\��7KH�SDWWHUQ

HTXLSPHQW�LV�RIWHQ�VSHFLILF�WR�D�FHUWDLQ�W\SH�RI�IRXQGU\�SURFHVV�WHFKQRORJ\��IRU�H[DPSOH�VKHOO
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SDWWHUQ�HTXLSPHQW�FDQ�RQO\�EH�XVHG�WR�PDNH�VKHOO�PRXOGV��,Q� WKLV�FDVH�� WKH�FXVWRPHU�LV� W\LQJ

WKH�IRXQGU\�WR�WKH�VKHOO�SURFHVV�

$OWKRXJK� FRPSDQLHV� 8.�$&�� DQG� 8.�$&�� XVHG� FDVWLQJV� DV� D� UDZ� PDWHULDO�� WKH� SDWWHUQ

HTXLSPHQW�ZDV� RZQHG� E\� WKH� FRPSRQHQW�PDQXIDFWXUHUV¶�RZQ� FXVWRPHUV� L�H�� WKH� DXWRPRWLYH

DVVHPEO\�FRPSDQLHV��&RPSDQ\�8.�$&��UHSRUWHG�SUREOHPV� LQ� ILQGLQJ�QHZ�IRXQGULHV� WR� WDNH

RQ� WKHLU� ZRUN�� EHFDXVH� WKHLU� SDWWHUQ� HTXLSPHQW� ZDV� QRW� FRPSDWLEOH� ZLWK� RWKHU� IRXQGULHV¶

PRXOGLQJ�HTXLSPHQW���7KLV�LV�SUREDEO\�QRW�PXFK�RI�D�SUREOHP�IRU�FDVWLQJV�IRU�WKH�DXWRPRWLYH

PDUNHW� DV� PRVW� IRXQGULHV� ZKLFK� VXSSO\� WKLV� PDUNHW� DUH� ODUJH� KLJKO\� DXWRPDWHG� UHSHWLWLRQ

IRXQGULHV��RIWHQ�XVLQJ�LGHQWLFDO�PRXOGLQJ�HTXLSPHQW�

$OO�RI� WKH�FRPSDQLHV�XVLQJ�FDVWLQJV�PDGH�TXDOLW\�YLVLWV� WR� WKH� IRXQGULHV� VXSSO\LQJ� WKHP��7KH

SXUSRVH� RI� WKH� YLVLWV� ZDV� WR� SRLQW� RXW� SUREOHPV� UDWKHU� WKDQ� WR� VXJJHVW� VROXWLRQV�� 7KHUH� LV

XQOLNHO\� WR�EH�H[SHUWLVH�RQ� IRXQGU\�SURFHVVHV�DW� WKH�FXVWRPHU�FRPSDQ\��+RZHYHU�� FRPSDQ\

8.�$&��XVHG�WR�KDYH�D�IRXQGU\�RQ�VLWH�DQG�H[SHUWLVH�UHPDLQHG�ZLWKLQ�WKH�FRPSDQ\�

0RUH�%DVTXH�DXWRPRWLYH�FRPSRQHQWV�FRPSDQLHV�RZQHG�WKHLU�SDWWHUQV��:KHQ�H[LVWLQJ�SDWWHUQV

QHHG� WR� EH� PRGLILHG�� WKH� IRXQGU\� DQG� WKH� FRPSDQ\� VKDUH� WKH� FRVW�� ,Q� WKH� RSLQLRQ� RI� WKH

LQWHUYLHZHH� DW� 39�$&���� WKH� FRPSDQ\� ZRXOG� QRW� WDNH� LWV� SDWWHUQV� HOVHZKHUH� RU� SXW� PXFK

SUHVVXUH�RQ�D�IRXQGU\�WR�UHGXFH�SULFHV�EHFDXVH�FDVWLQJV�RQO\�IRUP�D�WLQ\�SDUW�RI�WKH�IRXQGU\¶V

WRWDO�ZRUN�DQG�WKH�FRPSDQ\�LV�QRW�DQ�LPSRUWDQW�FXVWRPHU�DV�WKH�IRXQGU\�LV�FRQFHUQHG�

��� &RQFOXVLRQV

7KH� PDMRULW\� RI� DXWRPRWLYH� FRPSRQHQW� FRPSDQLHV� GR� QRW� IHHO� XQGHU� D� JUHDW� GHDO� RI

HQYLURQPHQWDO� SUHVVXUH�� $LU� HPLVVLRQV� DUH� QRW� DQ� LVVXH�� :LWK� WKH� H[FHSWLRQ� RI� SDLQWLQJ

RSHUDWLRQV�� QRQH� RI� WKHVH� FRPSDQLHV¶� SURFHVVHV� DUH� UHJXODWHG�� 7KH� PRVW� VLJQLILFDQW

HQYLURQPHQWDO� LPSDFW� LV� WKH� GLVSRVDO� RI� VROLG� ZDVWH� DQG� ZDVWH� ZDWHU� DQG� WKH� SRVVLEOH

FRQWDPLQDWLRQ�RI�ODQG��7KH�PDMRULW\�RI�FRPSDQLHV�UHJDUG�WKH�JHQHUDWLRQ�DQG�GLVSRVDO�RI�ZDVWHV

DV�D�QHFHVVDU\�DQG�XQDYRLGDEOH�FRVW�RI�GRLQJ�EXVLQHVV��0DQ\�GLG� QRW� VHHP� LQWHUHVWHG� LQ� WKH

LGHD�RI�UHGXFLQJ�WKH�DPRXQWV�RI�ZDVWH�WKH\�GLVSRVH�RI�

%DVTXH� ILUPV� KDYH� EHHQ� EHKLQG� WKRVH� LQ� WKH� 8.� LQ� WKHLU� HQYLURQPHQWDO� SHUIRUPDQFH� DV� WKH

SUREOHP�RI�ZDWHU�SROOXWLRQ�KDV�EHHQ�GHDOW�ZLWK�RQO\� UHODWLYHO\� UHFHQWO\��6RPH�RI� WKH�%DVTXH

FRPSDQLHV� LQWHUYLHZHG�DUH�FRQVLGHULQJ� LQYHVWLQJ� LQ�ZDWHU� WUHDWPHQW� SODQWV� IRU� WKH� ILUVW� WLPH�

2WKHUV�KDYH�WKHLU�ZDVWHV�FROOHFWHG�E\�D�ZDVWH�GLVSRVDO�FRQWUDFWRU�

)RU� 8.� DXWRPRWLYH� FRPSRQHQW� FRPSDQLHV�� � FXVWRPHUV� DUH� SRWHQWLDOO\� WKH� PRVW� LPSRUWDQW

VRXUFH� RI� HQYLURQPHQWDO� SUHVVXUH�� +HDOWK� DQG� VDIHW\� LVVXHV� FDQ� DOVR� EH� D� GULYLQJ� IRUFH� IRU

PRYLQJ� WRZDUGV� OHVV� HQYLURQPHQWDOO\� GDPDJLQJ� SURFHVVHV�� &XVWRPHU� SUHVVXUH� PD\� QRW� EH

H[SOLFLWO\� HQYLURQPHQWDO��7KH�PDMRU� SUHVVXUHV� DUH� WRZDUGV� LPSURYLQJ� TXDOLW\�� UHGXFLQJ� SULFH

DQG� DGRSWLQJ� OHDQHU� SURGXFWLRQ�PHWKRGV�� 7KH� UHVXOW� RI� LQFUHDVHG� SUHVVXUH� LV� WR� SXVK� LQ� WKH

GLUHFWLRQ�RI� WRWDO�TXDOLW\�PDQDJHPHQW� �740��ZKLFK� LV� OLNHO\� WR� KDYH� SRVLWLYH� HQYLURQPHQWDO

VSLQ�RIIV�� DOWKRXJK� WKH\� VKRXOG� QRW� EH� RYHUVWDWHG�� $� EHWWHU� LQWHJUDWLRQ� RI� 740� LQWR

PDQXIDFWXULQJ�SURGXFWLRQ�ZLOO�RQO\�JR�VR�IDU� WRZDUGV�LPSURYLQJ�HQYLURQPHQWDO�SHUIRUPDQFH�

7KH�PRVW�VLJQLILFDQW�LPSDFW�ZLOO�EH�WR�UHGXFH�VFUDS�UDWHV�DQG�HQFRXUDJH�EHWWHU�FR�RUGLQDWLRQ�LQ

WKH� GHVLJQ� SKDVH� WR� JLYH� SDUWV� ZKLFK� UHTXLUH� OHVV� UHVRXUFHV� WR� PDQXIDFWXUH�� (QYLURQPHQWDO



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

��

HIIHFWV� RI� OHDQHU� SURGXFWLRQ� PD\� QRW� DOZD\V� EH� SRVLWLYH�� )RU� H[DPSOH� WKH� HQYLURQPHQWDO

FRQVHTXHQFHV�RI�-,7�GHOLYHU\�PD\�EH�QHJDWLYH�

&XVWRPHU� SUHVVXUH� IRFXV� PRUH� RQ� WKH� HQYLURQPHQW� LQ� WKH� IXWXUH� DV� RSSRUWXQLWLHV� IRU

FRPSHWLWLYH�DGYDQWDJH�DUH�UHDOLVHG��(QYLURQPHQWDO�SUHVVXUH�ZLOO�WDNH�WLPH�WR�PRYH�WKURXJK�WKH

VXSSO\�FKDLQ�DQG�VXSSOLHUV�DUH�OLNHO\�WR�QHHG�HGXFDWLRQ�RQ�HQYLURQPHQWDO�PDWWHUV�
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��� (03/2<0(17�$1'�75$,1,1*�,668(6

��� )RXQGULHV

����� 7KH�QDWXUH�RI�IRXQGU\�ZRUN

7KH�ZRUNLQJ�HQYLURQPHQW�LQ�IRXQGULHV�YDULHV�FRQVLGHUDEO\��UDQJLQJ�IURP�KRW��QRLV\�DQG�VPHOO\

UHSHWLWLRQ�JUHHQVDQG�IRXQGULHV��WR�UHODWLYHO\�OLJKW�DQG�DLU\�DOXPLQLXP�GLH�FDVWLQJ�IRXQGULHV��7KH

QDWXUH�RI�WKH�ZRUN�YDULHV�DOVR��EXW�D�ODUJH�SURSRUWLRQ�RI�PRVW�IRXQGU\�ZRUN�LV�UHSHWLWLYH�DQG

SK\VLFDOO\�GHPDQGLQJ��$�EULHI�GHVFULSWLRQ�RI�WKH�QDWXUH�RI�YDULRXV�IRXQGU\�WDVNV�IROORZV�

3DWWHUQ�VKRS��7KH�PDMRULW\�RI�IRXQGULHV�KDYH�OLPLWHG�SDWWHUQ�VKRSV��PDLQO\�GHDOLQJ�RQO\�ZLWK

UHSDLUV� RU� PLQRU� PRGLILFDWLRQV� WR� H[LVWLQJ� SDWWHUQV�� 7KH� µSDWWHUQ� VKRS¶� XVXDOO\� ORFDWHG� LQ� D

VHSDUDWH� SDUW� RI� WKH� EXLOGLQJ�� (PSOR\HHV� ZRXOG� W\SLFDOO\� EH� WHFKQLFLDQV�� ZLWK� D� YRFDWLRQDO

TXDOLILFDWLRQ�

)XUQDFHPHQ��7KH� IXUQDFHPDQ¶V�PDMRU� WDVN� LV� WR�PDNH�VXUH� WKH� FXSROD� RU� HOHFWULF� IXUQDFH� LV

FKDUJHG�� 0DQQLQJ� D� FXSROD� LQYROYHV� DGGLWLRQDO� WDVNV� DQG� WKHUHIRUH� PRUH� H[SHULHQFH�

)XUQDFHPHQ�PD\�DOVR�EH�UHVSRQVLEOH�IRU�SRXULQJ�WKH�PHWDO�LQWR�WUDQVIHU�ODGOHV�DQG�VRPHWLPHV

DGPLQLVWHULQJ�PHWDO�WUHDWPHQW��7KH�MRE�LV�KRW��RIWHQ�QRLV\�DQG�SK\VLFDOO\�GHPDQGLQJ�

0RXOGHUV��0RXOGLQJ�LV�RQH�RI�WKH�PRUH�VNLOOHG�MREV��HVSHFLDOO\�LQ�MREELQJ�IRXQGULHV��%HIRUH�WKH

ZLGHVSUHDG� LQWURGXFWLRQ� RI� FKHPLFDOO\� ERQGHG� VDQG�� JUHHQVDQG� KDQG�ZDV� D� VNLOOHG� FUDIW� MRE�

&KHPLFDO� ERQGHG� VDQG� LV� HDVLHU� WR� PDQDJH� DQG� UHTXLUHV� OHVV� VNLOO� WR� DFKLHYH� D� VDWLVIDFWRU\

PRXOG��0RXOGHUV� KDYH� WR� SDFN� WKH� VDQG� DURXQG� WKH� SDWWHUQ�� UHPRYH� WKH� SDWWHUQ�� LQVHUW� WKH

FRUHV�DQG�DVVHPEOH�WKH�WZR�KDOYHV�RI�WKH�PRXOG��7KH\�PD\�WKHQ�KDYH�WR�OLIW�WKH�PRXOG�WR�WKH

ORFDWLRQ�DW�ZKLFK�LW�ZLOO�EH�SRXUHG�RU�PRYH�LW�DORQJ�D�FRQYH\RU�WUDFN��,Q�UHSHWLWLRQ�IRXQGULHV

WKH�PRXOGHU¶V�MRE�YDULHV�DFFRUGLQJ�WR�WKH�OHYHO�RI�DXWRPDWLRQ��:LWK�',6$PDWLF�PDFKLQHU\��WKH

PRXOG� LV� PDGH� DQG� WKH� WZR� KDOYHV� DVVHPEOHG� DXWRPDWLFDOO\��0RXOGHUV� LQ� KLJKO\� DXWRPDWHG

UHSHWLWLRQ� IRXQGULHV� VWDQG� E\� WKH� PDFKLQHU\�� OXEULFDWLQJ� WKH� SDWWHUQ� EHWZHHQ� HDFK� PRXOG

PDNLQJ�F\FOH�DQG�SRVVLEO\�LQVHUWLQJ�FRUHV�

'LHFDVWHUV��:LWK�JUDYLW\�GLH�FDVWLQJ�WKH�GLHFDVWHUV�JHQHUDOO\�VWDQG�E\�WKH�GLHFDVWLQJ�PDFKLQH�

SRXULQJ�PHWDO�LQWR�WKH�GLH�ZLWK�D�KDQG�ODGOH��RSHUDWLQJ�WKH�GLH�ILOOLQJ�PHFKDQLVP��LQLWLDWLQJ�WKH

GLH� RSHQLQJ� PHFKDQLVP� DQG� WKHQ� UHPRYLQJ� WKH� ILQLVKHG� FDVWLQJ�� 6RPH� GLH� FDVWLQJ� LV� OHVV

DXWRPDWHG��DQG�WKH�GLHFDVWHU�KDV�WR�FORVH�WKH�GLH�PDQXDOO\��SRXU�WKH�PHWDO�DQG�WKHQ�RSHQ�WKH

GLH��7KH�MRE�LV�UHSHWLWLYH��SK\VLFDOO\�GHPDQGLQJ�DQG�KRW��,W�DOVR�UHTXLUHV�D�VWHDG\�KDQG�

&RUHPDNLQJ��7KH�FRUHPDNHU�JHQHUDOO\� VWDQGV�E\�D�FRUHPDNLQJ�PDFKLQH� LQVSHFWLQJ�DQG�KDQG

ILQLVKLQJ� WKH� FRUHV� ZKHQ� QHFHVVDU\�� DQG� WKHQ� ORDGLQJ� WKHP� RQWR� D� WUROOH\�� 7KH� MRE� LV

PRQRWRQRXV� DQG� FDQ� EH� VPHOO\�� SDUWLFXODUO\�ZLWK� DPLQH� FROG� ER[� FRUHV�� ,W� LV� QRW� SK\VLFDOO\

GHPDQGLQJ�QRU�KRW��7KH�FRUHV�DUH�GHOLFDWH�DQG�KDYH�WR�EH�KDQGOHG�FDUHIXOO\�DQG�WKLV�MRE�VHHPV

WR�EH�WKH�RQO\�RQH�LQ�ZKLFK�ZRPHQ�DUH�RFFDVLRQDOO\�HPSOR\HG�

)LQLVKLQJ�DQG�IHWWOLQJ��)LQLVKLQJ�FDVWLQJV�LQYROYHV�VDZLQJ�RII� WKH�UXQQHUV�DQG�ULVHUV��JULQGLQJ

GRZQ� SDUWV� RI� WKH� FDVWLQJ� ZKLFK� DUH� SURXG� DQG� VRPHWLPHV� VPRRWKLQJ� LQWHUQDO� DQG� H[WHUQDO

VXUIDFHV��)LQLVKHUV�JHQHUDOO\� VWDQG� LQ� H[WUDFWLRQ� ERRWKV� WR� IDFLOLWDWH� WKH� UHPRYDO� RI� WKH� VPDOO

PHWDO�IUDJPHQWV��7KHLU�WRROV�DUH�HLWKHU�KHOG�E\�KDQG�RU�KDQJ�GRZQ�IURP�DERYH��7KH�MRE�LV�YHU\

QRLV\�DQG�GXVW\��DOWKRXJK�QRW�HVSHFLDOO\�KRW�
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/DERXUHUV��7KHUH� DUH� D� DOVR� UDQJH� RI� RWKHU� MREV�� LQFOXGLQJ� IRUNOLIW� WUXFN� GULYLQJ�� RSHUDWLQJ

FUDQHV�� VRUWLQJ�FDVWLQJV� LQWR�ER[HV��PDQQLQJ� WKH� VDQG� SUHSDUDWLRQ� SODQW�� FOHDQLQJ� XS� SLOHV� RI

VDQG�DQG�UXEELVK�LQVLGH�WKH�IRXQGU\�HWF�

����� (PSOR\PHQW�VWUXFWXUH

7KH�HPSOR\PHQW�VWUXFWXUH�RI�IRXQGULHV�LQ�ERWK�UHJLRQV�LV�EURNHQ�GRZQ�LQ�7DEOHV�����DQG����

ZLWK�GLUHFW�HPSOR\HHV�EHLQJ�EURNHQ�GRZQ�DFFRUGLQJ�WR�FDWHJRULHV�GHVFULEHG�DERYH�

7$%/(������(03/2<0(17�6758&785(�:,7+,1�8.�)281'5,(6

/DERXU�EUHDNGRZQ :0�)� :0�)� :0�)� :0�)� :0�)� :0�)� :0�)� :0�)� :0�)� :0�)��

3DWWHUQ�VKRS � �� �� � � � � �

0HOWLQJ � �� � � � � � � � ��

0RXOGLQJ ��� �� �� �� �� �� �� � ��

&RUHPDNLQJ ��� �� �� � �� � � �� �� ��

6KDNHRXW�DQG

GUHVVLQJ

��� �� �� �� �� � � �� �� ��

0DFKLQLQJ���RWKHU

GLUHFW���GLHFDVWHUV

� �� �� �� ��

4XDOLW\�

ODE�PDLQWHQDQFH�HWF�

�� � �� � � �� �� ��

0DQDJHPHQW �� � �� � � � �

$GPLQLVWUDWLRQ � �� �� � � �� ��

2WKHUV �� �� �� �� �� �� �� �� ��

7RWDO ��� ��� ��� ��� ��� �� � ��� ��� ���

'LUHFW�WRWDO ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

7$%/(������(03/2<0(17�6758&785(�:,7+,1�%$648(�)281'5,(6

/DERXU�EUHDNGRZQ 39�)� 39�)� 39�)� 39�)� 39�)� 39�)� 39�)� 39�)� 39�)� 39�)��

3DWWHUQ�VKRS � � �

0HOWLQJ �� �� �� � � � ��

0RXOGLQJ �� �� �� �� �� ��

&RUHPDNLQJ �� � �� �� �� �� ��

6KDNHRXW�DQG

GUHVVLQJ

��� �� �� �� �� �� ��

0DFKLQLQJ���RWKHU

GLUHFW���GLHFDVWHUV

��� �� �

4XDOLW\�

ODE�PDLQWHQDQFH�HWF�

�� �� � �� � ��

0DQDJHPHQW � � � � � �

$GPLQLVWUDWLRQ �� �� � � ��

2WKHUV �� � �� �� ��

7RWDO ��� ��� �� ��� �� �� ��� ��� ��� ���

'LUHFW�WRWDO ��� ��� Q�D ��� ��� ��� ��� ��� Q�D Q�D
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����� 7UDLQLQJ�LQ�WKH�8.�IRXQGU\�LQGXVWU\

2YHUYLHZ

,Q� WKH� SDVW� WKH� ODUJHU� IRXQGULHV�PDGH� WKHLU� RZQ� SDWWHUQV� DQG� WUDLQHG� SHRSOH� LQ� KRXVH�� 7KLV

SURYLGH� IRU� WKH� QHHGV� RI� WKH� IRXQGU\� LQGXVWU\� JHQHUDOO\�
��
� 0DNLQJ� WKH� SDWWHUQV� UHTXLUHV� DQ

XQGHUVWDQGLQJ� RI� WKH� IRXQGLQJ� SURFHVV� DQG� PHWDOOXUJ\��0DQ\� IRXQGU\� PDQDJHUV� VWDUWHG� RII

WKHLU�FDUHHUV�DV�SDWWHUQ�PDNHUV�DQG�DUH�WKHUHIRUH�WHFKQLFDOO\�FRPSHWHQW�

1RZ�RQO\�ODUJH�IRXQGULHV�KDYH�SDWWHUQ�UHSDLU�VKRSV�DQG�SDWWHUQ�PDNLQJ�LV�XVXDOO\�FRQWUDFWHG

RXW� WR� VSHFLDOLVW� SDWWHUQ� VKRSV�� )RXQGU\�:0�)�� XVHG� WR� KDYH� D� SDWWHUQ� VKRS� EXW� VWRSSHG

DERXW����\HDUV�DJR��$V� WKH� IRXQGU\�EHFDPH� HVWDEOLVKHG� WKHLU� SDWWHUQ� VKRS� EHFDPH� OHVV� EXV\

EHFDXVH��D�� WKH\� EXLOW� XS� D� FROOHFWLRQ� RI� SDWWHUQV�� E�� QHZ� WHFKQRORJ\� HQDEOHG� SDWWHUQV� WR� EH

PDGH� PXFK� PRUH� TXLFNO\�� DQG� F�� WKH� PDFKLQH� WRRO� LQGXVWU\� �LWV� PDMRU� PDUNHW�� EHJDQ� WR

GHFOLQH�

6PDOOHU� SDWWHUQ� PDNHUV� �ZLWK� DERXW� �� RU� ��� SHRSOH�� DUH� QRW� LQ� D� SRVLWLRQ� WR� WUDLQ� SHRSOH

WKHPVHOYHV��7KH�UHVXOW�LV�WKDW�OHVV�SHRSOH�DUH�EHLQJ�WUDLQHG�RYHUDOO�DQG�WKH�LQGXVWU\�KDV� ORVW�D

WUDGLWLRQDO�URXWH�E\�ZKLFK�VNLOOHG�SHUVRQQHO�HQWHUHG�WKH�LQGXVWU\�

7KHUH�LV�D�VWURQJ�SUHIHUHQFH�LQ� WKH�LQGXVWU\�IRU� WKH�WUDGLWLRQDO�DSSUHQWLFHVKLS� WUDLQLQJ� URXWH� �

RQH�\HDU�IXOO�WLPH�DW�FROOHJH�RQ�D�%XVLQHVV�DQG�7HFKQRORJ\�(GXFDWLRQ�&RXQFLO�FRXUVH��%7(&�

DQG�WKHQ�GD\�UHOHDVH�IRU�WKUHH�\HDUV��6DQGZHOO�&ROOHJH�VSHFLDOLVHV�LQ�WUDLQLQJ�IRU�WKH�FDVW�PHWDOV

LQGXVWU\�DQG�UXQV�D�UDQJH�RI�SDUW�WLPH�DQG�IXOO�WLPH�FRXUVHV��UDQJLQJ�IURP�WKH�%7(&�WR�%(QJ

+RQRXUV�'HJUHHV� LQ�0HWDOV�7HFKQRORJ\��7HFKQLFLDQV� XVXDOO\� HQG� XS�ZRUNLQJ� LQ� WKH� SDWWHUQ

VKRS� RU� GUDZLQJ� RIILFH� RU� LQ� VXSHUYLVRU\� UROHV� LQ� WKH� IRXQGU\�� )XUWKHU� VWXGLHV� PD\� EH

HQFRXUDJHG� WR� +LJKHU� 1DWLRQDO� 'LSORPD� RU� 'HJUHH� OHYHO�� )RXQGULHV¶� DSSURDFKHV� WR

DSSUHQWLFHVKLSV�DUH�VKRZQ�LQ�7DEOH�����

1RQ�WHFKQLFDO�IRXQGU\�ZRUNHUV�HLWKHU�DOUHDG\�KDYH�VRPH�H[SHULHQFH�RU�DUH�UHFUXLWHG�ZLWK�QR

H[SHULHQFH�� )RU� PRXOGLQJ� DQG� FRUHPDNLQJ� H[SHULHQFH� LV� SUHIHUUHG� EXW�� IRU� WKH� PDMRULW\� RI

RWKHU�MREV��ZLOOLQJQHVV�WR�OHDUQ�DQG�WKH�FDSDFLW\�WR�HQGXUH�WKH�ZRUNLQJ�FRQGLWLRQV�DUH�WKH�RQO\

FULWHULD�

8SWDNH�RI�QHZ�WUDLQLQJ�LQLWLDWLYHV

2QO\�WZR�RI�WKH�WHQ�ILUPV�LQWHUYLHZHG�DUH�SXWWLQJ�WKHLU�ZRUNHUV�WKURXJK�194V��$Q�DWWUDFWLYH

IHDWXUH�RI�194V�LV�WKDW�WKH�IRXQGU\�FDQ�JHW�JUDQWV�IURP�WKH�ORFDO�7UDLQLQJ�(QWHUSULVH�&RXQFLO

�7(&��RI�XS�WR�����RI�WKH�FRVW�RI�WUDLQLQJ��7KH�LQWHUYLHZHH�DW�IRXQGU\�:0�)��VWDWHG�KH�ZDV

QRW� YHU\� LPSUHVVHG� ZLWK� ZKDW� KH� KDG� VHHQ� RI� 194V� VR� IDU�� DQG� PDLQWDLQHG� WKHUH� ZDV� DQ

LQGXVWU\�VD\LQJ�WKDW�LW�VWDQGV�IRU�µ1RW�9HU\�4XDOLILHG¶��1HYHUWKHOHVV�WKH\�DUH�SXWWLQJ�VRPH�RI

WKHLU� VWDII� WKURXJK� WKH� KLJKHU� 194� OHYHOV�� 7KH\� DUH� GRLQJ� 194V� EHFDXVH� KH� EHOLHYHV� LW� LV

H[SHFWHG�RI�WKHP��DQG�LW�LV�WLHG�LQ�ZLWK�KRZ�FXVWRPHUV�VHH�WKHP��7KH\�KDYH�WZR�WUDLQHG�194

DVVHVVRUV�ZKR�DUH�ZRUNLQJ�WKURXJK�JUDGLQJ�IRXQGU\�ZRUNHUV�DW�WKH�PRPHQW�

�����������������������������������������������

�� -RKQ�&DPSEHOO���/D\LQJ�IRXQGDWLRQV�IRU�WKH�IXWXUH ���)RXQGU\�7UDGH�-RXUQDO����$SULO��������3DJH���������
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7$%/(������$3352$&+(6�72�$335(17,&(6+,36

)RXQGU\ (PS�

OR\HHV

3ROLF\�RQ�DSSUHQWLFHV

:0�)���*UH\

LURQ�	�6*�

UHSHWLWLRQ

��� 7KH\�WDNH�RQ�DSSUHQWLFHV�IRU�HOHFWULFDO�DQG�PHFKDQLFDO�W\SH�ZRUN�

:0�)�

$OXPLQLXP�

UHSHWLWLRQ

��� 7KH\�XVHG�WR�WDNH�WKHLU�SDWWHUQ�PDNHUV�DQG�WHFKQLFLDQV�IURP�VFKRRO�DQG

SXW�WKHP�WKURXJK���\HDU�IXOO�WLPH�DW�D�ORFDO�FROOHJH��+RZHYHU�WKH�&ROOHJH

KDYH�QRW�GRQH�WKH�IXOO�WLPH���\HDU�FRXUVH�UHFHQWO\�DV�WKH\�KDYH�QRW�KDG

HQRXJK�SHRSOH�RQ�WKH�FRXUVHV��7KH�IRXQGU\�KDYH�WR�SXW�WKHP�RQ�GD\

UHOHDVH�IRU���\HDUV�LQVWHDG��DOWKRXJK�WKH\�ZRXOG�SUHIHU�WKH���\HDU�IXOO�WLPH�

:0�)��)HUURXV

DOOR\V�UHSHWLWLRQ

��� 7KH\�DLP�WR�UHFUXLW���RU���HDFK�\HDU��DW�WKH�DJH�RI�����7KH\�WKHQ�GR���\HDU

RII�VLWH�DW�6DQGZHOO�FROOHJH�IROORZHG�E\���\HDUV�RQ�WKH�MRE�ZLWK���GD\�D

ZHHN�UHOHDVH�WR�FROOHJH��7KHVH�DUH�WHFKQLFDO�DSSUHQWLFHV�IRU�PRXOGLQJ�

PDFKLQLQJ�RU�TXDOLW\�LQVSHFWRUV

:0�)��*UH\

LURQ��-REELQJ

�� $W�WKH�PRPHQW�WKH\�GRQ
W�WDNH�RQ�DSSUHQWLFHV��7KH\�KDYH�UHFHQWO\�UHFHLYHG

D�OHDIOHW�RQ��PRGHUQ�DSSUHQWLFHVKLS��VFKHPH�DQG�ZLOO�LQYLWH�WKH�ORFDO�7(&

WR�FRPH�DQG�WDON�WR�KLP�DERXW�LW�

:0�)��)HUURXV

DOOR\V�UHSHWLWLRQ

�� 7KH\�KDYH���PRXOGHUV�ZKR�ZHUH�WUDLQHG�DV�DSSUHQWLFHV��7UDGLWLRQDOO\�WKH\

XVHG�WR�WDNH�RQ���PRXOGHUV�FRUHPDNHUV�D�\HDU��DQG�WUDLQ�WKHP�LQ�WKLV�ZD\�

<HDUV�DJR�WKH\�XVHG�WR�RQO\�UHWDLQ�RQH�RXW�RI����:KHQ�WKH�UHFHVVLRQ�KLW�DW

WKH�HQG�RI�WKH�����V�WKHQ�WKH�ODGV�ZKR�KDG�EHHQ�WDNHQ�RQ�WHQGHG�WR�VWD\�

DQG�WKHUH�LV�D�QXFOHXV�ZKR�KDYH�UHPDLQHG�ZLWK�WKHP�

:0�)�

$OXPLQLXP

UHSHWLWLRQ

��� ,I�WKH\�WDNH�RQ�QHZ�SHRSOH�ZLWK��2��OHYHOV�WKH\�JHQHUDOO\�JR�RQ�WR�GR

21&V��LI�WKH\�VWDUW�ZLWK�$�OHYHOV��WKH\�PD\�WKHQ�EH�SXW�VWUDLJKW�RQWR�+1'V

:0�)�

$OXPLQLXP

UHSHWLWLRQ

��� 7KH\�WU\�WR�WDNH�RQ�DURXQG���DSSUHQWLFHV�D�\HDU��7KH\�DUH�WKHQ�HQFRXUDJHG

WR�JR�LQWR�WKH�GUDZLQJ�RIILFH��DQG�WKHQ�PD\�JR�RQ�WR�JHW�D�GHJUHH�RU�+1'�

,W�FDQ�EH�GLIILFXOW�WR�DWWUDFW�DSSUHQWLFHV�LQ�WKH�ILUVW�SODFH�EHFDXVH�RI�WKH

LPDJH�RI�WKH�IRXQGU\�LQGXVWU\�

:0�)��

$OXPLQLXP

UHSHWLWLRQ

��� 7KH\�WDNH�RQ�DSSUHQWLFHV��EXW�WU\�WR�GLVFRXUDJH�WKHP�IURP�GRLQJ�D�\HDU

RXW��DV�LW�VSRLOV�WKHP��7KH\�WHQG�QRW�WR�VWD\�DIWHUZDUGV����7KH\�KDYH�D�IHZ

DSSUHQWLFHV�FRPLQJ�WR�WKH�HQG�RI�WKHLU�WUDLQLQJ��7KH\�ZHUH�KRSLQJ�WR�WDNH

RQ���RU���DSSUHQWLFHV�DV�SDUW�RI�VRPH�PRGHUQ�DSSUHQWLFH�VFKHPH��+RZHYHU

WKH�ORFDO�7(&�KDV�QRW�JRW�WKLV�RUJDQLVHG�LQ�WLPH��DQG�LW�ZLOO�EH�6HSWHPEHU

E\�WKH�WLPH�WKDW�WKH\�FDQ�WDNH�WKHP�RQ��ZKLFK�ZLOO�SUREDEO\�EH�WRR�ODWH�

��� RI� WKH� RSHUDWRUV� DUH� GRLQJ� 194� /HYHOV� �� RU� �� DW� )RXQGU\� :0�)��� 7KH� LQWHUYLHZHH

EHOLHYHG� KRZHYHU�� WKDW� WUDLQLQJ� SURJUDPPHV� GLG� QRW� JR� IDU� HQRXJK�� DQG� WKDW� WKH\�ZRXOG� EH

WUDLQLQJ� WKHLU� RSHUDWRUV� WR� D� KLJKHU� OHYHO� DQ\ZD\�� ,W� FRVWV� DERXW� ����� WR� SXW� DQ� RSHUDWRU

WKRXJK�DQ�194��DQG�WKH\�PD\�EH�DEOH� WR�JHW�KDOI�RI� WKLV�EDFN��GHSHQGLQJ�XSRQ�WKH�ILQDQFLDO

VLWXDWLRQ�RI� WKH�7(&��0RVW�RI� WKHLU� IHPDOH�FOHULFDO�ZRUNHUV�DUH� GRLQJ�194� OHYHO� ��� 6HYHUDO

IRXQGULHV� ZKLFK� ZHUH� QRW� LQYROYHG� LQ� 194V� PHQWLRQHG� WKHLU� SUHIHUHQFH� IRU� µWUDGLWLRQDO¶

WUDLQLQJ�URXWHV��DQG�WKHUH�ZDV�D�JHQHUDO�IHHOLQJ�WKDW�WKH�TXDOLILFDWLRQV�GR�QRW�JR�IDU�HQRXJK�IRU

WKH�FRPSDQLHV�QHHGV�

7KHUH� DUH� PRUH� IRXQGULHV� SDUWLFLSDWLQJ� LQ� WKH� ,QYHVWRUV� LQ� 3HRSOH� LQLWLDWLYH� WKDQ� LQ� 194V�

DOWKRXJK� QRQH� KDYH� DFKLHYHG� WKH� VWDQGDUG� \HW�� 7KH� LQLWLDWLYH� VHHPV� WR� EH� D� ORZ� SULRULW\

DPRQJVW� DOPRVW� DOO� RI� LQWHUYLHZHHV�� EXW� WKH� JHQHUDO� DWWLWXGH� ZDV� PRUH� SRVLWLYH� WKDQ� WKDW

WRZDUGV�194V�
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7$%/(������)281'5,(6�,192/9('�,1�,19(67256�,1�3(23/(

)RXQGU\ (PS�

OR\HHV

,QYROYHPHQW�LQ�,QYHVWRUV�LQ�3HRSOH

:0�)��*UH\�LURQ�

UHSHWLWLRQ

��� 7KH\�DUH�LQ�WKH�SURFHVV�RI�EHFRPLQJ�,QYHVWRUV�LQ�3HRSOH��7KH\�DUH�ZHOO�LQWR

WKH�$FWLRQ�3ODQ�VWDJH��DOWKRXJK�LW�LV�RQ�WKH�EDFN�EXUQHU�DW�WKH�PRPHQW�DV

WKH\�DUH�VR�EXV\�

:0�)��)HUURXV

DOOR\V�UHSHWLWLRQ

��� 7KH\�KDYH�KDV���RU���FRQVXOWDWLRQV�ZLWK�WKH�WKHLU�ORFDO�7(&�DSSURYHG

FRQVXOWDQW��ZRUNLQJ�WRZDUGV�EHFRPLQJ�,QYHVWRUV�LQ�3HRSOH��3DUW�RI�WKLV

DSSDUHQWO\�LQYROYHV�DVNLQJ�WKH�ZRUNIRUFH�DERXW�WKH�WUDLQLQJ�WKDW�WKH\

UHFHLYH��DQG�LW�LV�OLNHO\�WKDW�VRPH�RI�WKH�IRXQGU\�ZRUNHUV�ZRXOG�QRW�UHDOLVH

WKDW�WKH\�KDG�EHHQ�WUDLQHG�DQG�DQVZHU�WKDW�WKH\�KDG�QRW�UHFHLYHG�WUDLQLQJ�

:0�)��$OXPLQLXP

UHSHWLWLRQ

��� 7KH\�VWDUWHG�RII�RQ�WKH�,QYHVWRUV�LQ�3HRSOH�DZDUG��KH�KDG�KRSHG�WR�OLQN�LW�WR

740��7KH�740�KDV�JRQH�YHU\�ZHOO�EXW�KH�KDV�ORVW�PRPHQWXP�RQ�WKH�,L3�

+H�ZDV�D�ELW�GLVDSSRLQWHG�ZLWK�VRPH�RI�WKH�RXWSXW�IURP�WKH�FRQVXOWDQWV

LQYROYHG�ZLWK�,QYHVWRUV�LQ�3HRSOH��DQG�IHOW�WKDW�WKH\�FRXOG�SUREDEO\�KDYH

GRQH�EHWWHU�WKHPVHOYHV�

:0�)��$OXPLQLXP

UHSHWLWLRQ

��� $W�WKH�6XUYH\�VWDJH�IRU�WKH�,QYHVWRUV�LQ�3HRSOH�LQLWLDWLYH

:0�)��

$OXPLQLXP

UHSHWLWLRQ

��� 7KH\�DUH�LQYROYHG�LQ�WKH�LQYHVWRUV�LQ�SHRSOH�LQLWLDWLYH��DQG�DUH�FRPPLWWHG

ZLWK�WKHLU�ORFDO�7(&��+RZHYHU�WKH\�KDYH�EHHQ�UHDOO\�EXV\�UHFHQWO\�DQG�,L3

LV�ORZ�RQ�WKH�OLVW�RI�SULRULWLHV�DW�WKH�PRPHQW�

5HFUXLWPHQW�SUREOHPV

7KH� XQSOHDVDQW� ZRUNLQJ� FRQGLWLRQV� ZLWKLQ� IRXQGULHV� FRXSOHG� ZLWK� WKH� GHFOLQLQJ� VL]H� RI� WKH

IRXQGU\� LQGXVWU\� KDV� UHVXOWHG� LQ� GLIILFXOWLHV� LQ� UHFUXLWPHQW�� 7KHUH� LV� D� JHQHUDO� UHOXFWDQFH� IRU

VFKRRO� OHDYHUV� WR� HQWHU� LQWR� DSSUHQWLFHVKLSV� EHFDXVH� RI� WKH� LQGXVWU\¶V� UHSXWDWLRQ� IRU� SRRU

ZRUNLQJ� FRQGLWLRQV� DQG� IRXQGU\� FORVXUHV�� $V� D� UHVXOW� IHZHU� DSSUHQWLFHV� DUH� HQWHULQJ� WKH

LQGXVWU\��DQG�WKH�UHFUXLWPHQW�RI�WHFKQLFDO�VWDII�DW�KLJKHU�OHYHOV�FDQ�EH�SUREOHPDWLF�

$� FRXSOH� RI� LQWHUYLHZHHV� PDLQWDLQHG� WKDW� LW� ZDV� GLIILFXOW� WR� UHFUXLW� EHFDXVH� PDQ\� SRWHQWLDO

HPSOR\HHV�ZHUH�EHWWHU�RII�ILQDQFLDOO\�LI�WKH\�UHPDLQHG�XQHPSOR\HG�DQG�FODLPHG�VRFLDO�VHFXULW\�

7KH�0DQDJLQJ�'LUHFWRU�RI�IRXQGU\�:0�)��ZDV�DGDPDQW�WKDW�XQHPSOR\HG�SHRSOH� LQ� WKH�DUHD

ZHUH� EHWWHU� RII� GUDZLQJ� VRFLDO� VHFXULW\�ZLWK� D� OLWWOH� µPRRQOLJKWLQJ¶� RQ� WKH� VLGH�� $W� )RXQGU\

:0�)��WKH�SLHFH�UDWH�ZDJHV�GLG�QRW�HQFRXUDJH�VRPH�RI�WKH�\RXQJHU�PRXOGHUV�WR�ZRUN�IDVWHU

DV�WKH�H[WUD�LQFRPH�ZRXOG�µHDW�LQWR�WKHLU�EHQHILWV�SD\PHQWV¶�

7KH�GLIILFXOW\�LQ�UHFUXLWLQJ�VWDII�IRU�WKH�IRXQGU\�SDWWHUQ�UHSDLU�VKRS�LV�LOOXVWUDWHG�LQ�DQ�H[FHUSW

IURP�DQ�LQWHUYLHZ�IURP�SUHYLRXV�UHVHDUFK�RQ�WKH�IRXQGU\�LQGXVWU\

6RPH� RI� RXU� ROGHU� SDWWHUQV� DUH� LQ� GHVSHUDWH� QHHG� RI� UHSDLU�� 7KH� SDWWHUQ� VKRS� KDV� D

EDFNORJ�RI�ZRUN�RI�DW�OHDVW�WZR�\HDUV��:H�KDYH�PDQDJHG�WR�WDNH�RQ�WZR�PRUH�SHRSOH

DW�WKH�SDWWHUQ�VKRS��EXW�WKH�VNLOOV�DUH�KDUG�WR�FRPH�E\��SDUWLFXODUO\�DV�ZH�GR�PDOOHDEOH

LURQ��ZKLFK�QHHGV�D�GLIIHUHQW�UXQQLQJ�DQG�JDWLQJ�V\VWHP�WR�RWKHU�FDVW� LURQV��0DOOHDEOH

LURQ�LV�D�VKULQNLQJ�PDUNHW��WKHUH�DUH�RQO\�ILYH�RU�VL[�IRXQGULHV�GRLQJ�LW��PRVW�RI�ZKLFK

DUH� LQ� WKH�:HVW�0LGODQGV�DUHD��2XU�EHVW�FKDQFH�RI�JHWWLQJ�QHZ�UHFUXLWV� LV� IURP�RWKHU

IRXQGULHV�ZKLFK�DUH�VKXWWLQJ�GRZQ�
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)RXQGU\�:0�)��DOVR�PHQWLRQHG�UHFUXLWPHQW�SUREOHPV�DPRQJVW�SDWWHUQ�PDNHUV

:H� DUH� KDYLQJ� GLIILFXOW\� UHFUXLWLQJ� SHRSOH� DW� WKH� PRPHQW�� $SSDUHQWO\� RXU� SDWWHUQ

PDNHU�KDV�KDG�DQ�DGYHUWLVHPHQW�LQ�WKH�SDSHU�IRU�WKUHH�GD\V��JLYLQJ�KLV�KRPH�DQG�ZRUN

QXPEHU�� DQG� QRW� KDG� D� VLQJOH� FDOO�� 7KH\� TXRWH� WKUHH� RU� IRXU�ZHHNV� WR� JHW� D� SDWWHUQ

GRQH��ZKHUHDV� LW�XVHG�WR�EH�WZR�RU� WKUHH��DQG�WKHUH�KDYH�EHHQ�VHYHUDO� ODWH�GHOLYHULHV�

:H�QRZ�XVH�VL[�SDWWHUQ�PDNHUV���

3UREOHPV� ZLWK� UHFUXLWPHQW� DQG� UHWHQWLRQ� RI� GLH�FDVWHUV� ZDV� PHQWLRQHG� DW� DOO� QRQ�IHUURXV

IRXQGULHV�XVLQJ�WKH�SURFHVV�

7KHUH� LV�D�YHU\�KLJK� ODERXU� WXUQRYHU� IRU�GLH�FDVWHUV�� ,Q���������HPSOR\HHV� OHIW��7KLV

ORRNV� OLNH� D� ���� ODERXU� WXUQRYHU�� EXW� LW� ZDV� DOO� VHYHQ� MREV� �GLHFDVWHUV��� ,W� LV

SDUWLFXODUO\�EDG�GXULQJ�KRW�ZHDWKHU�����GLHFDVWHUV�KDYH�OHIW�VLQFH�$SULO��7KH\�DUH�SDLG

RQ�SLHFH�UDWH��DQG�VHHP�WR�WKLQN�WKDW�WKH\�FDQ�JHW�EHWWHU�UDWHV�HOVHZKHUH��7KH�IRXQGU\

EHOLHYH�WKH\�SD\�EHWWHU�WKDQ�PRVW��DQG�WKDW�WKH�GLHFDVWHUV�ZKR�OHDYH�GRQ¶W�ILQG�LW�EHWWHU

HOVHZKHUH���

����� 7UDLQLQJ�LQ�WKH�%DVTXH�IRXQGU\�LQGXVWU\

)RXQGU\�ZRUNHUV�RIWHQ�XQGHUWDNH�D�VLQJOH�DQG�YHU\�RIWHQ�UHSHWLWLYH�WDVN�DQG�WUDLQLQJ�LV�FDUULHG

RXW�RQ�WKH�MRE��7DEOH�������$GGLWLRQDOO\��DV�LQ�PDQ\�RWKHU� LQGXVWULDO�DFWLYLWLHV�� WKH�SURGXFWLRQ

SURFHVV� ZDV� RIWHQ� RUJDQLVHG� LQ� D� ZD\� WKDW� WKH� GLVWULEXWLRQ� RI� ZRUNHUV� ODFNHG� IOH[LELOLW\�

,QWHUYLHZHHV�HVWLPDWHG�WKDW�IRU�PDQ\�WDVNV�LW�GRHV�QRW�WDNH�ORQJ�EHIRUH�D�QHZ�UHFUXLW�LV�µXS�WR

VSHHG¶�DW�D�QHZ�MRE�

7KH�PDMRULW\�RI�ZRUNHUV�HPSOR\HG�LQ�%DVTXH�IRXQGULHV�ODFN�DQ\�IRUPDO�TXDOLILFDWLRQ��0DQ\�RI

WKH�ZRUNHUV�KDYH�EHHQ�HPSOR\HG�DW� WKH� VDPH� IRXQGU\� IRU�PDQ\�\HDUV��7KH�PDMRULW\�RI� WDVNV

DUH� VHPL�VNLOOHG�� DQG� FDQ� EH� SLFNHG� XS� HDVLO\�� SURYLGHG� WKH� QHZ� UHFUXLW� FDQ� ZLWKVWDQG� WKH

ZRUNLQJ�FRQGLWLRQV�

1HZ�WUDLQLQJ�LQLWLDWLYHV

$� VLJQLILFDQW� QHZ� WUDLQLQJ� LQLWLDWLYH� KDV� EHHQ� VWDUWHG� E\� WKH� $]WHUODQ� 7HFKQRORJLFDO� &HQWUH�

$]WHUODQ�ZDV�IRXQGHG�LQ������DV�D�ODERUDWRU\�FHQWUH�IRFXVHG�RQ�PHWDOOXUJ\��,W� LV�ZDV�D�VSLQ�

RII�IURP�DQ�H[LVWLQJ�IXUWKHU�HGXFDWLRQ�FROOHJH�

$]WHUODQ�EHFDPH�DZDUH�WKDW�WKHUH�ZDV�D�ODFN�RI�TXDOLILHG�ZRUNHUV�LQ�WKH�SURGXFWLRQ�OLQH��DQG�D

ODFN� RI� WUDLQLQJ� IRU�PRUH� VNLOOHG� IRXQGU\� WDVNV�� 7UDGLWLRQDOO\�� WKH� UROH� SOD\HG� E\� EOXH� FROODU

ZRUNHUV�KDV�QRW�EHHQ�FRQVLGHUHG�ZRUWK\�RI�PXFK�DWWHQWLRQ��EHLQJ�FRQVLGHUHG�DV�HDV\��,W�ZDV

DOVR�IHOW�WKDW�VNLOOHG�WHFKQLFDO�HPSOR\HHV�GR�QRW� WUDQVPLW�DQ\�NQRZOHGJH�WR�GLUHFW�HPSOR\HHV�

$]WHUODQ� KDV� ODXQFKHG� VHYHUDO� WUDLQLQJ� LQLWLDWLYHV�� VRPH� RI�ZKLFK�ZHUH� LQ� FROODERUDWLRQ�ZLWK

$)9��WKH�%DVTXH�)RXQGU\�$VVRFLDWLRQ���,Q������$]WHUODQ�VWDUWHG�D�WUDLQLQJ�FRXUVH�RQ�IRXQGU\

ZRUN�DW�WKH�UHTXHVW�RI�WKH�$)9��7KLV�FRXUVH�LV�VWLOO�UXQQLQJ��7KH�FRXUVH�RULJLQDWHG�DV�D�UHVXOW

RI�D�VWXG\�FDUULHG�RXW�E\�$)9��ZKLFK�LGHQWLILHG�D�ODFN�RI�NQRZOHGJH�DQG�DQ�DGHTXDWH�WUDLQLQJ

V\VWHP�

�����������������������������������������������

�� 4XRWH�IURP�IRXQGU\�:0�
�� 4XRWH�IURP�LQWHUYLHZ�DW�FRPSDQ\�:0���
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7$%/(�����48$/,),&$7,21�5(48,5(0(176�$1'�/($51,1*�3(5,2'

7<3(�2)�)281'5< 48$/,),&$7,21

5(48,5(0(176

7,0(�1(('('�72�%(&20(

68)),&,(17/<�6.,//('

39�)�� &DUERQ�VWHHO 1RQH 1R�PRUH�WKDQ���PRQWKV

39�)�� *UH\�DQG�1RGXODU

,URQ
1RQH 9HU\�YDULDEOH

39�)�� 6WHHO Q�D� Q�D�

39�)� &DUERQ�6WHHO )3,�)3,, ,Q�JHQHUDO�OHVV�WKDQ�D�ZHHN�EXW��

ZHHNV�IRU�D�PDFKLQLVW

39�)�� *UH\�,URQ )3,�)3,, ����ZHHNV

39�)� *UH\�,URQ 1RQH O�PRQWK�IRU�IHWWOLQJ

��PRQWKV�IRU�RWKHUV�WDVNV

39�)�� *UH\�DQG�1RGXODU

,URQ
Q�D� Q�D�

39�)� 6SKHURLGDO�DQG

QRGXODU�LURQ
)3,, ��ZHHNV

39�)� $OXPLQLXP�GLH�

FDUWLQJ
8VXDOO\�QRQH Q�D�

39�)�� 8VXDOO\�QRQH Q�D�

6RXUFH� ,QWHUYLHZV�

$]WHUODQ� DOVR� FDUULHV� RXW� D� VSHFLDO� SURJUDPPH� IRU� UHWUDLQLQJ� WKH� H[LVWLQJ� ZRUNIRUFH� ZLWKLQ

IRXQGULHV�ZLWK�WKH�DLPV�RI�LQYROYLQJ�DOO�SHUVRQQHO�LQ�WKH�SURGXFWLRQ�SURFHVV��:RUNHUV�DUH�QRW

RQO\�WDXJKW�KRZ�WR�LPSURYH�WKHLU�ZRUNLQJ�SHUIRUPDQFH�EXW�WKH\�DUH�DOVR�LQIRUPHG�DERXW�RWKHU

WDVNV�DSDUW�IURP�WKHLU�RZQ��7KH�SXUSRVH�RI�WKLV�LV�WR�LPSURYH�WKH�XQGHUVWDQGLQJ�RI�RWKHU�ZRUN

XQGHUWDNHQ�DW�WKH�IRXQGU\�DQG�WR�LPSURYH�WKH�IOH[LELOLW\�RI�WKH�ZRUN�IRUFH��(YHU\�FRXUVH�ODVWV

WZR�ZHHNV�DQG�LW�LV�FDUULHG�RXW�WKURXJK����WZR�KRXU�OHFWXUHV��7KH\�DUH�QRW�FRPSXOVRU\�DQG�GR

QRW� WDNH�SODFH�ZLWKLQ�ZRUNLQJ�KRXUV��1HYHUWKHOHVV�� WKH� UHVSRQVH� DPRQJVW�ZRUNHUV� KDV� EHHQ

JRRG��7KLV�SURJUDPPH�LV�EHLQJ�XQGHUWDNHQ�DW�RQO\�WKUHH�%DVTXH�)RXQGULHV�VR�IDU��$FFRUGLQJ

WR�$]WHUODQ�7HFKQRORJ\�&HQWUH�WKH�UHVXOWV�REWDLQHG�VR�IDU�DUH�YHU\�JRRG�DQG�WKH\�EHOLHYH�WKDW

RWKHU�IRXQGULHV�ZLOO�VWDUW�VKRZLQJ�DQ�LQWHUHVW�LQ�LQWURGXFLQJ�VLPLODU�LQLWLDWLYHV�

$]WHUODQ� KDV� DOVR� LQWURGXFHG� D� QHZ� W\SH� RI� WUDLQLQJ� V\VWHP�� ,W� LV� DQ� RSHQ� V\VWHP� EDVHG� RQ

DUPV�OHQJWK� UHODWLRQVKLSV�ZLWK� ILUPV��$]WHUODQ� RQO\� NHHSV� LQ� WRXFK�ZLWK� RQH� SHUVRQ� RI� HDFK

IRXQGU\� LQWHUHVWHG� LQ� IROORZLQJ� WKLV� FRXUVH�� 6XFK� SHUVRQ� DFWV� DV� DQ� LQWHU�SKDVH� ERG\� LQ� WKH

WUDLQLQJ�SURFHVV�EHWZHHQ�WKH�7HFKQRORJ\�&HQWUH�DQG�WKH�ILUP��7R�D�ODUJH�H[WHQW��LW�LV�VLPSO\�D

ZD\�RI�SURYLGLQJ�D�FKDQQHO�WKURXJK�ZKLFK�D�ILUP�FDQ�VROYH�LWV�WUDLQLQJ�SUREOHPV�

5HFUXLWPHQW�SUREOHPV�

7R�D� ODUJH�H[WHQW� WKH�XQHPSOR\PHQW�VLWXDWLRQ�KDV�HQDEOHG� IRXQGULHV� WR� UHFUXLW�ZRUNHUV�ZLWK

EHWWHU� TXDOLILFDWLRQV� WKDQ� EHIRUH�� ,Q� JHQHUDO� ILUPV� WHQG� WR� UHFUXLW� SHRSOH� ZLWK� )3,� RU� )3,,

GHJUHHV�IRU�VHPL�VNLOOHG�ZRUN��5HFUXLWPHQW�LV�QRW�D�SUREOHP��JLYHQ�KLJK�XQHPSOR\PHQW�
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���� (QYLURQPHQWDO�3UHVVXUH�DQG�(PSOR\PHQW�,PSDFWV�LQ�)RXQGULHV

$Q�HVWLPDWLRQ�RI�WKH�QHW�HIIHFW�RI�HQYLURQPHQWDO�SUHVVXUHV�RQ�HPSOR\PHQW�OHYHOV�ZDV�SRVVLEOH

RQO\�IRU�WKH�IRXQGU\�VHFWRU� LQ� WKH�8.��7KHUH�DUH�QXPHURXV�GLIILFXOWLHV�ZLWK�WKLV� WDVN��2QH�RI

WKH�PRVW�GLIILFXOW�DVSHFWV�LV�GLVWLQJXLVKLQJ�HQYLURQPHQWDO�SUHVVXUHV�IURP�RWKHU�SUHVVXUHV�ZKLFK

PD\� KDYH� LQIOXHQFHG� WKH� FRPSDQ\�� $� FRPSDQ\� FDQ� LQYHVW� LQ� HQYLURQPHQWDO� HTXLSPHQW�� RU

PRYH�WR�DQ�DOWHUQDWLYH�SURFHVV�IRU�D�YDULHW\�RI�UHDVRQV��)RU�H[DPSOH��D�IRXQGU\�PD\�LQYHVW�LQ

HOHFWULF�PHOWLQJ�EHFDXVH�LW�ZDQWV�WR�PHOW�D�QHZ�DOOR\��RU�EHFDXVH�LW�KDV�D�YHU\�VPDOO�FXSROD��DQG

HOHFWULF� PHOWLQJ� LV� FKHDSHU�� ,Q� WKLV� FDVH� WKH� GULYLQJ� IRUFH� LV� QRW� HQYLURQPHQWDO� SUHVVXUH�

DOWKRXJK� WKHUH� ZLOO� EH� HQYLURQPHQWDO� EHQHILWV�� 0DQ\� SURFHVV� FKDQJHV� ZKLFK� \LHOG

HQYLURQPHQWDO� EHQHILWV� DUH� GULYHQ� E\� KHDOWK� DQG� VDIHW\� UDWKHU� WKDQ� HQYLURQPHQWDO

FRQVLGHUDWLRQV�

7KH�SUREOHP�LV�JUHDWHVW�ZLWK�UHVSHFW�WR�SODQW�FORVXUHV��$�PDUJLQDO�FRPSDQ\�PD\�FORVH�EHFDXVH

LW�LV�XQDEOH�WR�DIIRUG�WKH�QHFHVVDU\�HQYLURQPHQWDO�LQYHVWPHQW�WR�PHHW�OHJLVODWLYH�UHTXLUHPHQWV�

,I� WKH� FRPSDQ\� ZHUH� PRUH� FRPSHWLWLYH� LW� ZRXOG� KDYH� EHHQ� DEOH� WR� PDNH� WKH� LQYHVWPHQW�

(QYLURQPHQWDO�SUHVVXUH�PD\�VLPSO\�KDYH�EURXJKW�IRUZDUG�WKH�FORVXUH�GDWH�

5HVSRQGLQJ�WR�HQYLURQPHQWDO�SUHVVXUH�REYLRXVO\�UHTXLUHV� WKH�DWWHQWLRQ�RI� IRXQGU\�PDQDJHUV�

5HFHQWO\� IRXQGU\� PDQDJHUV� KDYH� KDG� WR� VSHQG� WLPH� GHWHUPLQLQJ� ZKDW� LV� UHTXLUHG� WR� PHHW

UHJXODWRU\�UHTXLUHPHQWV��:KHQ�DVNHG�KRZ�PXFK�WLPH�WKH\�VSHQW�RQ�HQYLURQPHQWDO�PDWWHUV�WKH

LQWHUYLHZHHV¶�DQVZHUV�UDQJHG�IURP�RQH�GD\�D�ZHHN��L�H��URXJKO\�����RI� WKHLU� WLPH�� WR����RI

WLPH�DW�WKH�ORZHVW��2QH�8.�LQWHUYLHZHH�PHQWLRQHG�WKDW�KH�VSHQW����GD\V�LQ������ZRUNLQJ�RQ

WKH�XSJUDGLQJ�SODQ�WR�VXEPLW�WR�WKH�ORFDO�DXWKRULW\��DQG�HLJKW�GD\V�WKLV�\HDU�UHYLVLQJ�LW�

)RXQGULHV¶� PDLQ� UHVSRQVH� WR� HQYLURQPHQWDO� OHJLVODWLRQ� KDV� EHHQ� WR� LQVWDOO� HQG�RI�SLSH

HTXLSPHQW� VXFK� DV� ILOWHUV� DQG� VFUXEEHUV�� 7KH� HPSOR\PHQW� HIIHFWV� RQ� WKH� GLUHFW� ODERXU� IRUFH

IROORZLQJ�HQG�RI�SLSH�LQYHVWPHQW�ZHUH�JHQHUDOO\�PLQLPDO��6RPH�LQWHUYLHZHHV�PDLQWDLQHG�WKDW

WKH�QHZ�HTXLSPHQW�RQFH�LQVWDOOHG�µWRRN�FDUH�RI� LWVHOI¶��7KHUH�ZHUH�QR�H[DPSOHV�RI�QHZ�VWDII

EHLQJ� WDNHQ� RQ� H[FOXVLYHO\� WR� UXQ� HQYLURQPHQWDO� HTXLSPHQW�� 7KH� H[WUD� WDVNV� WKDW� ZHUH

UHTXLUHG�� VXFK� DV� GHDOLQJ� ZLWK� GXVW� FROOHFWLRQ� EDJV�� ZHUH� WDNHQ� RQ� E\� H[LVWLQJ� HPSOR\HHV�

7UDLQLQJ� WR� XQGHUWDNH� QHZ� WDVNV�ZDV� QRW� DQ� LVVXH�� (TXLSPHQW� VXSSOLHUV�ZRXOG� GHPRQVWUDWH

KRZ�WR�HPSW\�GXVW�EDJV�HWF�

+RZHYHU��IRXQGU\�:0�)��LQVLVWHG�WKDW�QHZ�HQYLURQPHQWDO�NLW� FRXOG�QRW�EH� MXVW� OHIW� WR� ORRN

DIWHU�LWVHOI��DQG�WKHUH�ZHUH�WUDLQLQJ�LPSOLFDWLRQV�IRU�DOO�WKRVH�WKDW�ZRXOG�EH�XVLQJ�WKH�NLW��7KH\

KDYH�D�IXOO�WLPH�SHUVRQ�WR�WDNH�FDUH�RI�WKHLU�HQYLURQPHQWDO�HTXLSPHQW��ZKLFK�LQFOXGHV�ILYH�ZHW

DUUHVWHUV��µZKLFK�FDQQRW�EH�OHIW� WR�FKDQFH¶���+H�ZDV�WDNHQ�RQ�VHYHQ�\HDUV�DJR��7KHUH� LV� DOVR

VRPHRQH�ZKR�FKHFNV�DOO�WKH�PRQLWRULQJ�HTXLSPHQW�GDLO\�

)RU� SURFHVV� FKDQJH�ZLWK� DQ� HQYLURQPHQWDO� FRQVHTXHQFH� WKH� HIIHFW� RQ� ODERXU� LV� OLNHO\� WR� EH

PRUH�VXEVWDQWLDO�DQG�PD\�HIIHFW�WKH�OHYHO�DQG�TXDOLW\�RI�HPSOR\PHQW��7KH�ODERXU�UHTXLUHPHQW

LV� RIWHQ� UHGXFHG� IROORZLQJ� SURFHVV� FKDQJH�� ,QGHHG� WKH� FKDQJH� PD\� EH� PRWLYDWHG� E\� WKH

UHGXFHG�ODERXU�UHTXLUHPHQW�

7KH�FKDQJH�IURP�FXSROD�WR�HOHFWULF�PHOWLQJ�UHGXFHV�ODERXU�UHTXLUHPHQWV��2SHUDWLQJ�DQ�HOHFWULF

IXUQDFH� VLPSO\� LQYROYHV� SXWWLQJ� VFUDS� VWHHO� LQWR� WKH� IXUQDFH� XQWLO� WKH� IXUQDFH� LV� IXOO� DQG� WKH

FRQWHQWV� FRPSOHWHO\� PHOWHG�� 7KH� RSHUDWLRQ� RI� D� FXSROD� LV� PRUH� FRPSOH[� DQG� WKHUH� DUH� D

QXPEHU�RI�DGGLWLRQDO� WDVNV��7KH�FXSROD� OLQLQJ� KDV� WR� EH� UHSODFHG� DW� WKH� HQG� RI� HDFK�PHOWLQJ

FDPSDLJQ�� XVXDOO\� DIWHU� HDFK� LQGLYLGXDO� VKLIW�� &KDUJLQJ� WKH� FXSROD� ZLWK� PHWDO� LV� DOVR� PRUH
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FRPSOH[��$� UDQJH� RI� GLIIHUHQW� FKDUJH�PDWHULDOV� FDQ� EH�PHOWHG�� DQG� WKH� SURSRUWLRQV� RI� HDFK

FRPSRQHQW�KDYH�WR�EH�FDOFXODWHG�LQ�RUGHU�WR�JLYH�WKH�FRUUHFW�PHWDO�VSHFLILFDWLRQ��7KHUH�LV�QR

RSSRUWXQLW\�WR�DOWHU�WKH�FKHPLFDO�FRPSRVLWLRQ�RI�WKH�PROWHQ�PHWDO��DV�WKHUH�LV�ZLWK�HOHFWULFDOO\

PHOWHG�PHWDO�
��

$QRWKHU�SURFHVV�FKDQJH�WKDW�PDQ\�IRXQGULHV�KDYH�XQGHUJRQH�LQ�ERWK�UHJLRQV�LV�WUDQVIHUULQJ�WR

FKHPLFDOO\�ERQGHG�VDQG�V\VWHPV��7KLV�LV�OLNHO\�WR�KDYH�D�SRVLWLYH�HIIHFW�RQ�ZRUNLQJ�FRQGLWLRQV�

$W� IRXQGU\�:0�)�� WKH� PDLQ� UHDVRQ� IRU� FKDQJLQJ� WKH� ELQGLQJ� V\VWHP� ZDV� WR� LPSURYH� WKH

ZRUNLQJ�FRQGLWLRQV

���XVLQJ�$OSKDVHW�UDWKHU�WKDQ�IXUDQH�FRVWV�XV�DQ�H[WUD�����N�D�\HDU��EXW�ZH�DUH�KDSS\�WR

GR� WKLV� DV� LW� LPSURYHV� WKH� LQWHUQDO� HQYLURQPHQW� LQ� WKH� IRXQGU\�� 7KH� FKDQJH�ZDV� QRW

PRWLYDWHG�E\�WKH�QHHG�WR�PHHW�&26++�UHJXODWLRQV��EXW�EHFDXVH�ZH�IHOW� LW�ZDV�EHWWHU

IRU�WKH�ZRUNIRUFH�DQG�WKH�ULJKW�WKLQJ�WR�GR����

0DQ\� IRXQGULHV� KDYH� PRYHG� IURP� FRUH� PDNLQJ� SURFHVVHV� XVLQJ� DPLQH� JDV� WR� OHVV� RGRURXV

V\VWHPV��7KLV�LV�DFFRPSDQLHG�E\�DQ�LPSURYHPHQW�LQ�ZRUNLQJ�FRQGLWLRQV�ZLWKLQ�WKH�IRXQGU\�

���� 1HW�(PSOR\PHQW�&KDQJH�LQ�WKH�)RXQGU\�6HFWRU

2QO\�WKH�8.�IRXQGU\�FDVH�VWXG\�RIIHUV�WKH�RSSRUWXQLW\�RI�DVVHVVLQJ�WKH�QHW�HPSOR\PHQW�HIIHFW

RI�HQYLURQPHQWDO�SUHVVXUH��$V�WKHUH�LV�YLUWXDOO\�QR�SUHVVXUH�RQ�%DVTXH�IRXQGULHV��WKH�DQDO\VLV

RI�HPSOR\PHQW�LPSDFW�LV�QRW�UHOHYDQW�

����� )RXQGU\�FORVXUHV

7KH�PRVW�VLJQLILFDQW�QHJDWLYH�LPSDFW�RQ�WKH�LQGXVWU\�RFFXUV�ZKHQ�IRXQGULHV�FORVH�GRZQ��,W� LV

REYLRXVO\� GLIILFXOW� WR� SODFH� HQYLURQPHQWDO� SUHVVXUH� LQ� FRQWH[W�ZLWK� RWKHU� IDFWRUV�ZKLFK�PD\

KDYH� OHG� WR� D� IRXQGU\¶V� FORVXUH�� 7KH� LQWURGXFWLRQ� RI�8.� HQYLURQPHQWDO� OHJLVODWLRQ� LQ� �����

ZLWK�D�GHDGOLQH�IRU�XSJUDGLQJ�E\�$SULO�������RIIHUV� WKH�RSSRUWXQLW\�IRU�DQ�DVVHVVPHQW�RI� WKH

QXPEHUV�RI�IRXQGULHV�ZKLFK�PD\�FORVH��+RZHYHU��LW�VKRXOG�EH�HPSKDVLVHG�WKDW�WKH�FRQFOXVLRQV

KHUH� DUH� GUDZQ� IURP� LQWHUYLHZ� UHVSRQVHV� DQG� WKH� MXGJHPHQW� RI� LQGHSHQGHQW� H[SHUWV� RQ� WKH

IRXQGU\�LQGXVWU\��8QWLO�WKH�DFWXDO�VLWXDWLRQ�LV�UHVROYHG�LQ�$SULO�������QR�ILUP�FRQFOXVLRQV�FDQ

EH�UHDFKHG�

)RXQGULHV� ZHUH� UHTXLUHG� WR� DSSO\� IRU� DXWKRULVDWLRQ� XQGHU� WKH� (QYLURQPHQWDO� 3URWHFWLRQ� E\

0DUFK�������7KH�DSSOLFDWLRQ�KDG�WR�EH�DFFRPSDQLHG�E\�DQ�DSSOLFDWLRQ�IHH�RI�������&RQWLQXHG

RSHUDWLRQ� DIWHU� WKLV� GDWH�� ZLWKRXW� KDYLQJ� DSSOLHG� IRU� DXWKRULVDWLRQ� FRXOG� UHVXOW� LQ� D� ILQH� RI

��������� $OWKRXJK� WKH� DSSOLFDWLRQ� SURFHVV� PD\� KDYH� PDGH� VLJQLILFDQW� GHPDQGV� RQ� WKH

UHVRXUFHV� RI� YHU\� VPDOO� IRXQGULHV� LW� ZDV� SUREDEO\� QRW� WRR� RQHURXV� IRU� YLDEOH� EXVLQHVVHV�

)RXQGULHV�ZKLFK�IRXQG�WKH�SURFHVV�RI�DSSO\LQJ�IRU�DQ�DSSOLFDWLRQ�GLIILFXOW�ZHUH�LQ�PDQ\�FDVHV

JLYHQ�FRQVLGHUDEOH�KHOS�E\�WKH�ORFDO�DXWKRULW\�

6RPH� YHU\� VPDOO� IRXQGULHV� FHDVHG� RSHUDWLRQV� WKH� GD\� EHIRUH� WKH� DSSOLFDWLRQ�� 7KHUH� DUH� QR

VWDWLVWLFV�DYDLODEOH�RQ� IRXQGULHV�RI� WKLV� VL]H�� DQG�VR�JDXJLQJ� WKH�FORVXUHV�DQG� WKH�FRQVHTXHQW

HIIHFWV�RQ�HPSOR\PHQW�ZRXOG�EH�GLIILFXOW�

�����������������������������������������������

�� 8QOHVV�WKH�PROWHQ�PHWDO�LV�WUDQVIHUUHG�WR�DQ�HOHFWULF�KROLQJ�IXUQDFH���7KLV�SUDFWLFH��FDOOHG��GXSOH[LQJ��LV

RQO\�FDUULHG�RXW�LQ�YHU\�ODUJH�IRXQGULHV�SURGXFLQJ�6*�LURQ�
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7KH�ODVW�UHFHVVLRQ�UHPRYHG�D�ODUJH�QXPEHU�RI�IRXQGULHV�ZKLFK�ZHUH�QRW�FRPSHWLWLYH��DQG�OHIW

WKH�LQGXVWU\�µOHDQHU�DQG�ILWWHU¶��,W�LV�OLNHO\�WKDW�PDMRULW\�RI�IRXQGULHV�ZKLFK�VXUYLYHG�WKLV�WHVWLQJ

WLPH�ZLOO� WDNH� WKH�XSJUDGLQJ� UHTXLUHPHQWV�ZLWKLQ� WKHLU� VWULGH��+RZHYHU�� VRPH� IRXQGULHV�PD\

RSHUDWH�XQWLO� WKH�XSJUDGLQJ�GHDGOLQH�RI�$SULO������DQG� WKHQ�FORVH��)RXQGULHV�ZRXOG� EH� YHU\

UHOXFWDQW�WR�GLYXOJH�LQIRUPDWLRQ�DERXW�WKHLU�LQWHQWLRQV�WR�FORVH��,I�D�FXVWRPHU�ILQGV�RXW� WKDW�D

IRXQGU\�LV�FORVLQJ�WKH\�ZRXOG�VWDUW�WKH�SURFHVV�RI�PRYLQJ�WKHLU�SDWWHUQV�WR�RWKHU�IRXQGULHV�DQG

WKHUHIRUH� GHSULYH� WKH� IRXQGU\� RI� LWV� ODVW� IHZ� PRQWKV� RI� EXVLQHVV�� 'HVSLWH� WKH� FRPPHUFLDO

VHQVLWLYLW\�RI�WKLV�LQIRUPDWLRQ��DW�OHDVW�WKUHH�IRXQGULHV�DUH�NQRZQ�WR�LQWHQG�FORVLQJ�DIWHU�$SULO

�������6RPH�LQWHUYLHZHHV�KDYH�PDLQWDLQHG�WKDW�WKH\�NQRZ�RI�RWKHUV�ZKR�DUH�FORVLQJ�

,W� LV� GLIILFXOW� WR� HVWLPDWH� WKH� QXPEHU� RI� MREV� ZKLFK� PD\� EH� ORVW� WKURXJK� IRXQGULHV� FORVLQJ

EHFDXVH� RI� HQYLURQPHQWDO� SUHVVXUH�� ,QGHSHQGHQW� HVWLPDWHV� VXJJHVW� WKDW� ILYH�:HVW� 0LGODQGV

IRXQGULHV�PD\� FORVH�� 7KHVH� DUH� OLNHO\� WR� EH� VPDOOHU� IRXQGULHV�� RU� VHFWLRQV� RI� IRXQGULHV�� )RU

H[DPSOH�IRXQGU\�:0�)���PD\�FORVH�LWV�VPDOO�FRSSHU�VHFWLRQ�

,W� LV� GLIILFXOW� WR� SUHGLFW� KRZ�PDQ\� MREV�PD\� EH� ORVW� LI� ILYH� IRXQGULHV� FORVH�� 6LQFH� ������ WKH

JUHDWHVW� QXPEHU� RI� FORVXUHV� RI� IRXQGULHV� KDV� RFFXUUHG� DPRQJVW� YHU\� VPDOO� IRXQGULHV� ����

HPSOR\HHV��DQG�YHU\�ODUJH�RQHV��!����HPSOR\HHV���7KH�UDQJH�RI�XQFHUWDLQW\�LV�YHU\�ZLGH�DQG

SHUKDSV� �������� MREV� FRXOG� EH� ORVW� DV� D� UHVXOW� RI� FORVXUHV� SURPSWHG� E\� WKH� (QYLURQPHQWDO

3URWHFWLRQ�$FW�

+RZHYHU�LI�WKH�FDVWLQJV�PDGH�DW�WKHVH�IRXQGULHV�FRQWLQXH�WR�EH�PDGH�LQ�WKH�8.��WKHUH�ZLOO�EH�D

SRVLWLYH�HPSOR\PHQW�HIIHFW�DW�UHPDLQLQJ�IRXQGULHV��)RU�MREELQJ�IRXQGULHV��WKH�LQFRQYHQLHQFH�RI

VRXUFLQJ� WKH� FDVWLQJ� IURP� DEURDG�ZLOO� XVXDOO\� RXWZHLJK� DQ\� VPDOO� FRVW� DGYDQWDJH�� )RU� YHU\

ODUJH�FDVWLQJV�VRXUFLQJ�IURP�DEURDG�LV�XQOLNHO\��XQOHVV�WKH\�DUH�YHU\�KLJK�YDOXH�FDVWLQJV�PDGH

IURP� VSHFLDO� DOOR\V�� :LWK� UHSHWLWLRQ� IRXQGULHV� WKHUH� LV� PRUH� FKDQFH� WKDW� ZRUN� FRXOG� PRYH

DEURDG��*UH\� LURQ� UHSHWLWLRQ� IRXQGULHV� DUH� IHOW� WR� EH� XQGHU�PRVW� SUHVVXUH�� SDUWLFXODUO\� IURP

FRXQWULHV�RXWVLGH�WKH�(XURSHDQ�8QLRQ��VXFK�DV�7XUNH\��(DVWHUQ�(XURSH�RU�WKH�)DU�(DVW�

6RPH� LQGLFDWLRQ�RI� WKH� OLNHOLKRRG�RI�FDVWLQJV�ZRUN�PRYLQJ�FDQ�EH�JDXJHG�E\� ORRNLQJ� DW� WKH

DQVZHUV�JLYHQ�ZKHQ�LQWHUYLHZHHV�ZHUH�TXHVWLRQHG�DERXW�UHFHQW�FKDQJHV�LQ�WKH�RUGHU�ERRN�RU

WKH�RXWFRPHV�RI�DQ\�UHFHQW�TXRWHV��*HQHUDOO\�ZKHQ�D�IRXQGU\�SLFNV�XS�D�QHZ�FDVWLQJ�MRE��WKH\

KDYH�VRPH�LGHD�ZKHUH�WKH�FDVWLQJ�ZDV�SUHYLRXVO\�PDGH��+RZHYHU�LW�FDQ�EH�PRUH�GLIILFXOW�IRU

WKHP�WR�ILQG�RXW�ZKHUH�D�MRE�KDV�EHHQ�PRYHG�WR��7KHVH�DQVZHUV�DUH�VXPPDULVHG�LQ�7DEOH�����

0DQ\�MREV�KDG�EHHQ�SLFNHG�XS�IURP�RWKHU�(8�FRXQWULHV�UHFHQWO\��0RVW�RI�WKLV�ZRUN�KDV�FRPH

IURP�*HUPDQ\��7KUHH� IRXQGULHV�KDG�SLFNHG�XS�ZRUN� IURP�*HUPDQ\��DQG�RQH�KDG�SLFNHG�XS

MREV� IURP�*HUPDQ\��)UDQFH�� ,WDO\�DQG� WKH�86$��$OWKRXJK� IRXQGULHV�DUH� YHU\�ZDU\� RI� ORVLQJ

FDVWLQJ� MREV�� DQG� DUH� VHQVLWLYH� UHJDUGLQJ� GLYXOJLQJ� LQIRUPDWLRQ� DERXW� WKHLU� FXVWRPHUV�� PDQ\

LQWHUYLHZHHV�DGPLWWHG�WKDW�FXVWRPHUV�VHOGRP�PRYHG��WKRXJK�WKH�WKUHDW�ZDV�RIWHQ�HPSOR\HG�
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����� (PSOR\PHQW�LPSOLFDWLRQV�RI�FKDQJHG�SXUFKDVLQJ�SDWWHUQV

7KH� IROORZLQJ� SDUDJUDSKV� DWWHPSW� WR� TXDQWLI\� WKH� LQGLUHFW� HPSOR\PHQW� HIIHFWV� LQ� WKH

HTXLSPHQW� VXSSO\� LQGXVWU\� DQG� ORFDO� DXWKRULW\� UHJXODWRUV�� 7KHVH� HVWLPDWHV� DUH� H[WUHPHO\

WHQWDWLYH�DQG�GR�QR�PRUH�WKDQ�SURYLGH�DQ�RUGHU�RI�PDJQLWXGH�LQGLFDWLRQ��7KH�DVVXPSWLRQV�DUH

SUHVHQWHG�DV�WUDQVSDUHQWO\�DV�SRVVLEOH�

$�PDMRU�SRVLWLYH�LPSDFW�RQ�HPSOR\PHQW�ZLOO�EH�IHOW�E\�HTXLSPHQW�VXSSOLHUV��7KH�ODUJHVW�FDSLWDO

H[SHQVH�UHVXOWLQJ�IURP�HQYLURQPHQWDO�SUHVVXUH�LV�WKDW�RI�IXPH�DUUHVWPHQW�IRU�FXSRODV��7KLV� LV

HVWLPDWHG�DW�DURXQG��������PLOOLRQ�EHWZHHQ������DQG�������DQG�D�IXUWKHU���������PLOOLRQ�IURP

�����WR������DV�GLVFXVVHG�LQ�6HFWLRQ���

,Q�RUGHU� WR�HVWLPDWH�WKH�SRWHQWLDO�HPSOR\PHQW�HIIHFW�RI� WKLV�H[SHQGLWXUH��7DEOH�������GDWD�RQ

JURVV� RXWSXW� DQG� HPSOR\PHQW� IURP� WKH� &HQWUDO� 6WDWLVWLFV�2IILFH�ZDV� XVHG�
��
� 3$� ���� LV� WKH

LQGXVWULDO�FODVVLILFDWLRQ�IRU�,QGXVWULDO�3ODQW�DQG�6WHHOZRUN��ZLWK�DFWLYLW\������FRUUHVSRQGLQJ�WR

ERLOHUV�DQG�ERLOHU�KRXVH�SODQW��SURFHVV�SODQW�IDEULFDWLRQV�DQG�RWKHU�KHDY\�IDEULFDWHG�VWHHOZRUN

LQ� SODWH�� 7KLV� DSSHDUV� WR� EH� WKH� PRVW� UHOHYDQW� FODVVLILFDWLRQ� IRU� WKHVH� HTXLSPHQW� VXSSOLHUV�

'LYLGLQJ�JURVV�RXWSXW�E\�WKH�QXPEHU�RI�HPSOR\HHV�JLYHV�D�ILJXUH�ZKLFK�FDQ�EH�XVHG�WR�GHULYH

SRWHQWLDO�MREV�FUHDWHG�RU�VXVWDLQHG�E\�WKLV�H[SHQGLWXUH�

1RW� DOO� RI� WKH� FRQWUDFWV� WR� VXSSO\� HQYLURQPHQWDO� HTXLSPHQW� ZLOO� EH� ZRQ� E\� 8.� VXSSOLHUV�

6RPH� FRQWUDFWV� ZLOO� EH� DZDUGHG� WR� *HUPDQ� ILUPV�� 7KH� PDUNHW� SHQHWUDWLRQ� RI� EDJ� ILOWHUV� LV

SUREDEO\� WKH� KLJKHVW� LQ� *HUPDQ\�� ZLWK� HVWLPDWHV� YDU\LQJ� DW� EHWZHHQ� ��� DQG� ����
��
� 2WKHU

(XURSHDQ� FRXQWULHV� VXFK� DV� $XVWULD�� 6ZLW]HUODQG� DQG� +ROODQG� DOVR� KDYH� KLJK� PDUNHW

SHQHWUDWLRQ��DOWKRXJK�WKH�IRXQGU\�VHFWRU�LV�VPDOOHU�LQ�WKHVH�FRXQWULHV�

�����������������������������������������������

�� 5HSRUW�RQ�WKH�FHQVXV�RI�SURGXFWLRQ�������3$�����,QGXVWULDO�SODQW�DQG�VWHHOZRUN���&HQWUDO�6WDWLVWLFV�2IILFH�

+062�������

7$%/(������029(0(17�2)�&2175$&76

)RXQGU\ (PSOR\HHV &KDQJHV�LQ�FRQWUDFWV

:0�)��*UH\�LURQ�	

6*��UHSHWLWLRQ

��� +DG�JDLQHG�VRPH�MREV�IURP�*HUPDQ\��KDG�QRW�ORVW�DQ\�MREV�DOWKRXJK

VRPH�FXVWRPHUV�ZHUH�SRLQWLQJ�RXW�WKDW�WKH\�KDG�EHHQ�JLYHQ�ORZHU

TXRWHV�IURP�IRXQGULHV�LQ�RWKHU�FRXQWULHV�

:0�)��*UH\�LURQ�

UHSHWLWLRQ
��� +DG�QHLWKHU�JDLQHG�MREV�IURP�QRU�ORVW�MREV�WR�RWKHU�FRXQWULHV

:0�)��$OXPLQLXP�

UHSHWLWLRQ

��� +DG�JDLQHG�VRPH�MREV�IURP�*HUPDQ\�DQG�HOVHZKHUH�LQ�(XURSH�

:0�)��)HUURXV

DOOR\V�UHSHWLWLRQ

��� +DG�JDLQHG�VRPH�MREV�IURP�*HUPDQ\��KDG�QRW�ORVW�DQ\�MREV�DOWKRXJK

VRPH�FXVWRPHUV�ZHUH�WKUHDWHQLQJ�WR�PRYH�MREV�

:0�)��*UH\�LURQ�

UHSHWLWLRQ

�� +DG�JDLQHG�VRPH�MREV�IURP�D�*HUPDQ�IRXQGU\

:0�)��*UH\�LURQ�

-REELQJ

��� +DG�QHLWKHU�JDLQHG�MREV�IURP�QRU�ORVW�MREV�WR�RWKHU�FRXQWULHV��DOWKRXJK

FXVWRPHUV�ZHUH�WKUHDWHQLQJ�WR�PRYH�MREV�

:0�)��)HUURXV

DOOR\V�UHSHWLWLRQ

��� +DG�QHLWKHU�JDLQHG�MREV�IURP�QRU�ORVW�MREV�WR�RWKHU�FRXQWULHV��EXW�KDYH

EHHQ�VXUSULVHG�WKDW�KDYH�QRW�JRW�FHUWDLQ�MREV�WKH\�KDG�TXRWHG�IRU�
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*URVV�RXWSXW�RI�DFWLYLW\����� (PSOR\PHQW *URVV�RXWSXW�HPSOR\HH

��������PLOOLRQ �����WKRXVDQGV ������

(VWLPDWH�RI�FDSLWDO�H[SHQGLWXUH 7LPH�SHULRG 1XPEHU�RI�MREV

�FDSH[��������

���������PLOOLRQ��ODUJH�FXSRODV� �����$SULO����� ���������

��������PLOOLRQ��VPDOO�FXSRODV� $SULO������$SULO����� ���������

$QRWKHU� SRVLWLYH� HIIHFW� RQ� HPSOR\PHQW� ZLOO� EH� IHOW� E\� HQYLURQPHQWDO� FRQVXOWDQWV� DQG� ORFDO

DXWKRULWLHV�ZKLFK�DUH�UHVSRQVLEOH�IRU�UHJXODWLQJ�IRXQGULHV��7KH�LQWURGXFWLRQ�RI�/RFDO�$XWKRULW\

$LU�3ROOXWLRQ�&RQWURO�ZDV�QRW�DFFRPSDQLHG�E\�WKH�UHFUXLWPHQW�RI� ODUJH�QXPEHUV�RI�VWDII��EXW

E\� D� VKLIW� LQ� UHVRXUFHV� ZLWKLQ� (QYLURQPHQWDO� +HDOWK� GHSDUWPHQWV�� 7KH� IHHV� FKDUJHG� IRU� WKH

DXWKRULVDWLRQ�RI�SURFHVVHV�SURYLGH�DQ�LQGLFDWLRQ�RI�WKH�UHVRXUFHV�SXW�LQWR�WKH�UHJXODWRU\�WDVN�

7DEOH�����VKRZV�WKH�UHVXOWV�RI�DQ�HVWLPDWLRQ�RI�WKH�WRWDO�DPRXQW�WKH�IRXQGU\�LQGXVWU\�ZLOO�KDYH

SDLG�LQ�/$$3&�IHHV�RYHU� WKH�SHULRG������������7KH�DFFXUDF\�RI� WKLV�HVWLPDWH� LV�DIIHFWHG�E\

KRZ�PDQ\�IRXQGULHV�PD\�FORVH�DQG�DOVR�KRZ�PDQ\�ZLOO�KDYH� WR�SD\� WKH� IHH� IRU� D� VXEVWDQWLDO

YDULDWLRQ��,W�LV�DVVXPHG�WKDW�����IHUURXV�IRXQGULHV�ZLOO�KDYH� WR�SD\�WKLV�IHH��DQG�WKDW�QR�QRQ�

IHUURXV�IRXQGULHV�ZLOO�

$V�D�SUR[\� IRU�KRZ�PDQ\�(QYLURQPHQWDO�+HDOWK�2IILFHU� MREV� WKLV�PD\� FUHDWH� RU� VXVWDLQ�� WKH

WRWDO�IHHV�REWDLQHG�DUH�GLYLGHG�E\���������WR�LQFOXGH�EHQHILWV�DQG�RYHUKHDGV��7KLV�UHVXOWV�LQ�DQ

HVWLPDWH�RI����MRE�\HDUV�IRU�WKH�VL[�\HDU�SHULRG�

7KHUH�ZLOO�DOVR�EH�D�SRVLWLYH�HPSOR\PHQW�HIIHFW�IRU�HQYLURQPHQWDO�FRQVXOWDQWV��0DQ\�IRXQGULHV

XVHG�HQYLURQPHQWDO�FRQVXOWDQWV�WR�FDUU\�RXW�PRQLWRULQJ��DQG�VRPH�DOVR�XVHG�WKHLU�VHUYLFHV� WR

KHOS�ZLWK�DSSOLFDWLRQV�IRU�DXWKRULVDWLRQ�RU�XSJUDGLQJ�SODQV�

����� 1HW�HIIHFW�RQ�HPSOR\PHQW�OHYHO

7DEOH�����VXPPDULVHV�WKH�HVWLPDWHG�LPSDFW�RQ�HPSOR\PHQW�LQ�WHUPV�RI�MRE�\HDUV��7KH�RYHUDOO

HIIHFW� LV� DFXWHO\� GHSHQGHQW� XSRQ� WKH� QXPEHU� RI� IRXQGULHV�ZKLFK� DUH� DVVXPHG� WR� FORVH�� 7KH

HVWLPDWHG�QXPEHUV�RI�MREV�ORVW�GXH�WR�IRXQGU\�FORVXUHV�UDQJHV�EHWZHHQ����DQG�������+RZHYHU

WKH�FORVXUH�RI�WKHVH�IRXQGULHV�LV�OLNHO\�WR�VDIHJXDUG�HPSOR\PHQW�LQ�RWKHU�IRXQGULHV�

,W� LV� OLNHO\� WKDW� HQYLURQPHQWDO� SUHVVXUH� ZLOO� VLPSO\� DFFHOHUDWH� WKH� FORVXUH� GDWH� IRU

XQFRPSHWLWLYH� IRXQGULHV�� $VVXPLQJ� WKDW� WKHVH� SODQWV� ZRXOG� KDYH� FORVHG� LQ� DQ\� FDVH� ZLWKLQ

WKUHH�\HDUV��WKHQ�WKH�MRE�ORVV�WUDQVODWHV�WR������������MRE�\HDUV�

�������������������������������������������������������������������������������������������������������������������������������������������������

�� 3URIHVVRU�&ROLQ�$SSOHE\���'U\�EDJ�ILOWUDWLRQ�RQ�FXSRODV�LQ�WKH�8.�LURQ�IRXQGLQJ�LQGXVWU\��D�PDUNHW

DVVHVVPHQW���GUDIW�UHSRUW�WR�'7,���8QLYHUVLW\�RI�:ROYHUKDPSWRQ���0DUFK�����
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)HUURXV�����

HVWDEOLVKPHQWV�

1RQ�IHUURXV�����

HVWDEOLVKPHQWV�

������ �����DSSOLFDWLRQ�IHH �������� ��������

������ �����DQQXDO�VXEVLVWHQFH�IHH �������� ��������

������ �����DQQXDO�VXEVLVWHQFH�IHH �������� ��������

������ �����DQQXDO�VXEVLVWHQFH�IHH �������� ��������

������ �����DQQXDO�VXEVLVWHQFH�IHH �������� ��������

������ �����XSJUDGH�FKDUJH ������� �������

DQ\�WLPH VXEVWDQWLDO�YDULDWLRQ�IHH�RI�����
�������

�DVVXPHG����

IRXQGULHV�

�DVVXPHG�QRQH�

7RWDO ���������� ����������

2YHUDOO

WRWDO

����������

HVWLPDWHG�FKDUJH�IRU����������

$W�WKH�H[WUHPHV�WKHUH�FRXOG�EH�D�QHW�HPSOR\PHQW�JDLQ�RI�����MRE�\HDUV��RU�D�QHW�HPSOR\PHQW

ORVV�RI������� MRE�\HDUV��PRVWO\� VSUHDG�RYHU� WKH�SHULRG������������7KHUH�DUH�DURXQG�������

HPSOR\HHV�LQ�WKH�IRXQGU\�LQGXVWU\��DQG�VR�WKH�PD[LPXP�QHJDWLYH�HIIHFW�ZRXOG�EH�DURXQG���

RI� WRWDO� LQGXVWU\� HPSOR\PHQW� VSUHDG� RYHU� D� WKUHH�\HDU� SHULRG��7KH�PD[LPXP�SRVLWLYH� HIIHFW

ZRXOG�EH�DERXW������RI�HPSOR\PHQW��,W�VKRXOG�EH�HPSKDVLVHG�WKDW� WKH�H[WUHPH�QHJDWLYH�HQG

RI�WKH�UDQJH�LV�FRQVLGHUDEO\�OHVV�SUREDEOH�WKDQ�WKH�H[WUHPH�SRVLWLYH�HQG�EHFDXVH�LW�UHVWV�RQ�WKH

IROORZLQJ�DVVXPSWLRQV��D��WKDW�ODUJH�ILUPV�FORVH��DQG�E��WKDW�WKHUH�LV�QR�WUDQVIHU�RI�HPSOR\PHQW

WR�RWKHU�ORFDO�ILUPV�DV�D�UHVXOW�RI�FORVXUHV�

7KH� VLJQLILFDQW� FRQFOXVLRQ� LV�� HYHQ� ZKHUH� D� SRWHQWLDO� HPSOR\PHQW� HIIHFW� DV� WKH� UHVXOW� RI

WDQJLEOH�HQYLURQPHQWDO�SUHVVXUH�FDQ�EH�LGHQWLILHG��WKH�QHW�LPSDFW�LV�OLNHO\�WR�EH�VPDOO��7KRVH

IRXQGULHV�ZKLFK� FORVH� DUH� OLNHO\� WR� KDYH� EHHQ� OHVV� FRPSHWLWLYH� LQ� DQ\� HYHQW� WKDQ� IRXQGULHV

ZKLFK� VXUYLYH� DQG� WDNH� RQ� QHZ� RUGHUV�� $Q\� QHJDWLYH� LPSDFWV� DUH� EDODQFHG� E\� VLJQLILFDQW

LPSURYHPHQWV�LQ�OLYLQJ�DQG�ZRUNLQJ�FRQGLWLRQV�LQ�WKH�UHJLRQ�FRQFHUQHG�

��� &RPSRQHQW�0DQXIDFWXULQJ

����� 7KH�QDWXUH�RI�FRPSRQHQW�PDQXIDFWXULQJ�ZRUN

7KH�PDLQ�FDWHJRULHV�RI�HPSOR\PHQW�IRU�RSHUDWRUV� LQ�DXWRPRWLYH�FRPSRQHQW�PDQXIDFWXUH�DUH

HLWKHU�PDFKLQLQJ�RU�DVVHPEO\�ZRUN��7KH�ZRUN�LV�UHSHWLWLYH�DQG�PRQRWRQRXV��7KH�HQYLURQPHQW

RQ�WKH�VKRS� IORRU�YDULHG�EHWZHHQ�GLIIHUHQW� FRPSDQLHV��ZLWK� VRPH�FRPSDQLHV�ZHOO� OLW�ZLWK�DQ

DLU\�FOHDQ�DWPRVSKHUH��ZKLOVW�RWKHUV�ZHUH�GLP�DQG�WKH�DLU�ZDV�ILOOHG�ZLWK�DQ�RLO\�VPHOOLQJ�PLVW�

7KH� QRLVH� OHYHOV� YDULHG� FRQVLGHUDEO\� EHWZHHQ� GLIIHUHQW� VKRS� IORRUV�� GHSHQGLQJ� XSRQ� WKH

PDQXIDFWXULQJ�WDVNV�EHLQJ�XQGHUWDNHQ�
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7KH�PDMRULW\�RI�WKH�GLUHFW�ZRUNIRUFH�DW�WKHVH�FRPSDQLHV�LV�QRW�VNLOOHG��DQG�PDQ\�LQWHUYLHZHHV

PDLQWDLQHG�WKDW�QHZ�UHFUXLWV�FRXOG�EH� µWDNHQ�RII� WKH� VWUHHWV¶�DQG�JRW�XS� WR� VSHHG�ZLWK�PDQ\

WDVNV�LQ�D�VKRUW�VSDFH�RI�WLPH��7KH�RQO\�TXDOLWLHV� WKH\�ZRXOG�ORRN�IRU�ZRXOG�EH�WKH�DELOLW\� WR

JHW�XS�RQ�WLPH��JRRG�KHDOWK��FRPPRQ�VHQVH�HWF�

2QH�RI� WKH�PRVW� VLJQLILFDQW� WHFKQLFDO�FKDQJHV� LQ�DXWRPRWLYH�FRPSRQHQW�FRPSDQLHV� KDV� EHHQ

WKH�LQWURGXFWLRQ�RI�FRPSXWHU�QXPHULFDOO\�FRQWUROOHG��&1&��PDFKLQH�WRROV��7KH�GLUHFW� HIIHFWV

RQ� HPSOR\PHQW� ZHUH� IRXQG� WR� EH� PL[HG�� ZLWK� VRPH� IDFWRULHV� UHSRUWLQJ� ORVVHV� LQ� MREV�� DQG

VRPH�LQFUHDVHV��,W�LV�HVWLPDWHG�WKDW�WKHUH�KDV�EHHQ�D�QHW�GHFUHDVHV�LQ�HPSOR\PHQW�DV�D�UHVXOW�RI

XVLQJ� PLFURHOHFWURQLFV� LQ� PDQXIDFWXULQJ� DSSOLFDWLRQV�� RI� DERXW� ���������� MREV� SHU� \HDU

EHWZHHQ������DQG�������:KHQ�LQGLUHFW�HIIHFWV�RQ�HPSOR\PHQW�DUH�FRQVLGHUHG�� WKH�LPSDFW�RQ

MRE�QXPEHUV�DSSHDUV�WR�EH�UHYHUVHG�
��

����� (PSOR\PHQW�VWUXFWXUH

7DEOH������DQG������VKRZ�HPSOR\PHQW�SDWWHUQV� LQ� WKH�FRPSDQLHV� LQWHUYLHZHG�LQ�WKH�8.�DQG

6SDLQ� UHVSHFWLYHO\�� (PSOR\PHQW� LV� GLYLGHG� LQWR� WZR� FDWHJRULHV�� GLUHFW� DQG� LQGLUHFW�� 'LUHFW

HPSOR\HHV� DUH� LGHQWLILHG� ZLWK� VSHFLILF� VWDJHV� RI� WKH� SURGXFWLRQ� SURFHVV�� L�H�� RSHUDWRUV� RU

PDFKLQLVWV��,QGLUHFW�HPSOR\PHQW�UHIHUV�WR�DOO�UHPDLQLQJ�SHUVRQQHO��7KH�SHUFHQWDJH�RI�WKH�WRWDO

ZRUNIRUFH�DFFRXQWHG�IRU�E\�GLUHFW�ZRUNHUV�UDQJHG�IURP�EHWZHHQ�����WR�����ZLWK�DQ�DYHUDJH

RI�����

/DUJH� FRPSDQLHV� XVXDOO\� KDYH� D� PRUH� RUJDQLVHG� HPSOR\PHQW� VWUXFWXUH� ZLWK� SHRSOH

XQGHUWDNLQJ� TXDOLW\� DQG�5	'� WDVNV�� ,Q� VPDOO� ILUPV�� WKHUH� PD\� EH� D� VPDOO� ODERUDWRU\� ZKHUH

TXDOLW\�WDVNV�FRXOG�EH�FDUULHG�RXW��,Q�VRPH�RI�WKH�ILUPV��WKH�KLJK�OHYHO�RI�LQGLUHFW�HPSOR\PHQW

FDQ� EH� H[SODLQHG� E\� WKH� H[LVWHQFH� RI� D� VLJQLILFDQW� QXPEHU� RI� SHRSOH� LQYROYHG� LQ� VDOHV� DQG

PDUNHWLQJ�

�����������������������������������������������

�� SDJH�����1RUWKFRWW�2S�&LW�

7$%/(������(67,0$7(�2)�1(7�(03/2<0(17�())(&7

-RE�\HDUV�ORVW -REV�\HDUV�FUHDWHG

�����������WKURXJK�DFFHOHUDWHG

FORVXUHV����������

����������MRE�\HDUV�LQ�HTXLSPHQW�VXSSOLHUV�WR

VXSSO\�PDUNHW�IRU�EDJ�ILOWHUV�XS�WR�����

��������MRE�\HDUV�IRU�EDJ�ILOWHUV�EHWZHHQ�����

DQG�����

2WKHU�MREV�LQ�WKH�HTXLSPHQW�VXSSO\�LQGXVWU\

UHVXOWLQJ�IURP�RWKHU�HQYLURQPHQWDO�H[SHQGLWXUH

���(QYLURQPHQWDO�+HDOWK�RIILFHUV�RYHU�WKH�SHULRG

�����������

6RPH�HQYLURQPHQWDO�FRQVXOWDQWV

7RWDO������������ 7RWDO������������
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'LUHFW $GPLQ� 2WKHUV 7RWDO 'LUHFW�WRWDO

:0�$&� ��� �� �� ��� ���

:0�$&� �� �� �� ��� ���

:0�$&� �� �� �� ��� ���

:0�$&� �� � � �� ���

:0�$&� ��� �� �� ��� ���

:0�$&� �� �� �� ��� ���

:0�$&� ��� �� ��� ��� ���

:0�$&� ��� �� ��� ���

:0�$&� ��� �� �� ��� ���

:0�$&�� �� � �� ���

7$%/(�������(03/2<0(17�6758&785(�:,7+,1�%$648(�&20321(17

0$18)$&785,1*�),506

'LUHFW ,QGLUHFW 727$/ 'LUHFW�7RWDO

39�$&�

39�$&�

39�$&�

39�$&�

39�$&�

39�$&�

39�$&�

39�$&�

39�$&�

39�$&��

��

���

��

��

���

���

���

���

��

��

��

��

��

�

��

��

��

��

��

��

��

���

��

��

���

���

���

���

���

��

�����

�����

�����

�����

�����

�����

�����

�����
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����� 7UDLQLQJ�VWUDWHJLHV�RI�WKH�8.�FRPSRQHQWV�PDQXIDFWXUHUV

8SWDNH�RI�QHZ�WUDLQLQJ�LQLWLDWLYHV

7KUHH� FRPSDQLHV� DUH� YHU\� NHHQO\� SXUVXLQJ� JRYHUQPHQW� WUDLQLQJ� LQLWLDWLYHV�� DQG� KDYH� D� YHU\

SRVLWLYH�YLHZ�RI�WKHP��7DEOH��������&RPSDQ\�:0�$&��EHOLHYHV�WKDW�194V�DUH�µMXVW�ULJKW�IRU

WKHP��7KH\�KDYH�WUDLQHG�HLJKW�DVVHVVRUV�DQG�DUH�UXQQLQJ�SLORW�VFKHPHV��7KH\�DUH�LQWHQGLQJ�WR

JHW� DOO� WKH� RSHUDWLYHV� LQ� WKLV� GHSDUWPHQW� XS� WR� 194� /HYHO� ��� 7KH� LQWHUYLHZHH� EHOLHYHV� WKH

VFKHPH�ZLOO�EH�JRRG�DW�EULQJLQJ�SHRSOH�XS�WR�VSHHG�DQG�WKH�ZRUNIRUFH�DUH�HQWKXVLDVWLF�DERXW

LW��7KLV�FRPSDQ\�KDV�DOUHDG\�DFKLHYHG�WKH�,QYHVWRUV�LQ�3HRSOH�VWDQGDUG�DQG�DUH�SDUWLFLSDWLQJ�LQ

WKH�PRGHUQ�DSSUHQWLFHVKLS�VFKHPH��DOWKRXJK�WKH\�VWLOO�VHQG�WKH�DSSUHQWLFHV�WR�FROOHJH�IRU�D�RQH

\HDU�IXOO�WLPH�DV�LW�LV�µLPSRUWDQW�WKDW�WKH\�JDLQ�WKH�DSSURSULDWH�NQRZOHGJH�EDVH¶�

:0�$&�� LV� HQWKXVLDVWLF� DERXW� JRYHUQPHQW� WUDLQLQJ� LQLWLDWLYHV�� 7KH\� DUH� LQ� WKH� SURFHVV� RI

VHWWLQJ�XS�D�KXPDQ�UHVRXUFHV� WHDP�DQG�DUH�KRSLQJ�WR� LQWHJUDWH� WUDLQLQJ�ZLWK�WKH�LQWURGXFWLRQ

RI� QHZ�KXPDQ� UHVRXUFHV� SUDFWLFHV� DQG� OHDQHU� SURGXFWLRQ�PHWKRGV��$Q� HPSOR\HH� EDVHG� DW� D

GLIIHUHQW�FRPSDQ\�LQ�WKH�JURXS�LV�VSHQGLQJ�KDOI�KLV�WLPH�DW�:0�$&��WU\LQJ�WR�LPSOHPHQW�WKH

FKDQJHV��+LV�RWKHU�ZRUNSODFH�ZDV�VHW�XS�DV�D�JUHHQILHOG�VLWH��ZLWK�DOO�WKH�ODWHVW�KXPDQ�UHVRXUFH

DQG�OHDQ�SURGXFWLRQ�PHWKRGV�

7KH\�DUH� KDYLQJ� WR� SURFHHG� VORZO\� DV� WKH�ZRUNIRUFH� LV� VXVSLFLRXV� RI� WKH� FKDQJHV��7KH\� DUH

LQWHQGLQJ� WR� SXW� ��� RSHUDWRUV� WKURXJK� 194� /HYHO� �� QH[W�� $OWKRXJK� WKH\� FRPPLWWHG

WKHPVHOYHV�WR�,QYHVWRUV�LQ�3HRSOH�LQ� WKH�SDVW��QR�DFWLRQ�ZDV�WDNHQ��7KH\�DUH� LQWHQGLQJ�WR�UH�

FRPPLW� WKHPVHOYHV� WR�REWDLQLQJ� ,QYHVWRUV� LQ�3HRSOH�� DQG�DUH�DVNLQJ�XQLRQ� UHSUHVHQWDWLYHV� WR

SXW�WKHLU�VLJQDWXUHV�RQ�WKH�FRPPLWPHQW�

:0�$&��KDYH�HPSOR\HG�D�JURXS�WUDLQLQJ�DVVRFLDWLRQ� WR�PDQDJH� WKHLU� WUDLQLQJ�VWUDWHJ\��DQG

WKH\�DUH�QHJRWLDWLQJ�RQ�:0�$&�¶V�EHKDOI� IRU�JUDQWV� IRU�194� WUDLQLQJ��7KH\�DUH�DOVR�JRLQJ

IRU�,QYHVWRUV�LQ�3HRSOH��DQG�EHOLHYH�WKH\�DUH�PLG�ZD\�WKURXJK�WKH�SURFHVV�RI�DFKLHYLQJ�LW�

7ZR�8.�FRPSDQLHV�GLG�QRW�SDUWLFLSDWH�LQ�JRYHUQPHQW�WUDLQLQJ�LQLWLDWLYHV��DV�WKH\�GLG�QRW�ILW�LQ

ZLWK� WKHLU� RZQ� WUDLQLQJ� VWUDWHJLHV��2QH� RI� WKHVH� FRPSDQLHV��:0�$&�� KDG� D� YHU\� SURDFWLYH

DSSURDFK� WR� WUDLQLQJ�� 7KLV� FRPSDQ\� LV� ORFDWHG� LQ� D� UXUDO� DUHD�� FDQQRW� UHO\� RQ� WKH� ORFDO

ZRUNIRUFH�WR�KDYH�WKH�UHOHYDQW�VNLOOV�DQG�VR�UHOLHV�RQ�WUDLQLQJ�LQ�KRXVH��)RU�PRUH�VNLOOHG�WDVNV

WKH\�PD\� WDNH� RQ� ROGHU� UHFUXLWV��7KH\� VHH� WKHLU� DSSURDFK� WR� WUDLQLQJ� DV� VRFLDOO\� UHVSRQVLEOH�

DOWKRXJK�WKH\�DUH�FULWLFLVHG�E\�WUDGH�XQLRQV�DQG�WKH�ORFDO�7(&�

7KH� RWKHU� FRPSDQ\��:0�$&��� LV� ORFDWHG� LQ� WKH� KHDUW� RI� WKH�:HVW�0LGODQGV� DQG� LV� DEOH� WR

UHFUXLW�VNLOOHG�HPSOR\HHV�ZKHQ�WKH�QHHG�DULVHV��7KH\�DUH�QRW�XVLQJ�WKH�PRGHUQ�DSSUHQWLFHVKLS

URXWH��7KH\�SXW� WKHLU�DSSUHQWLFH�WKURXJK�GD\�UHOHDVH�IRU���\HDUV� WR�21'�RU�+1'�OHYHO��7KH

LQWHUYLHZHH�ZDV�QRW�LPSUHVVHG�E\�ZKDW�KH�KDG�VHHQ�RI�194V��DQG�ZDV�QRW�JRLQJ�IRU�,QYHVWRUV

LQ�3HRSOH��EHFDXVH�KH�EHOLHYHG�WKH\�DOUHDG\�ZHUH�µLQYHVWLQJ�LQ�SHRSOH¶��2WKHU�FRPSDQLHV�ZHUH

QRW�IROORZLQJ�JRYHUQPHQW�WUDLQLQJ�LQLWLDWLYHV�EHFDXVH�WKH\�EHOLHYHG�WKH\�KDG�VRPHWKLQJ�EHWWHU�

+RZHYHU��WKH\�GLG�QRW��LQ�JHQHUDO��VHHP�WR�KDYH�D�FRKHUHQW�DSSURDFK�

5HFUXLWPHQW�SUREOHPV

)HZ�FRPSDQLHV�UHSRUWHG�VLJQLILFDQW�SUREOHPV�ZLWK�UHFUXLWPHQW��/DUJHU�FRPSDQLHV�LQ�SDUWLFXODU

RIWHQ� UHSRUWHG�KDYLQJ�D�YHU\�JRRG� UHSXWDWLRQ�DV�HPSOR\HUV��ZLWK�PDQ\� ORFDO� SHRSOH� NHHQ� WR

ZRUN�IRU�WKHP��7KHVH�FRPSDQLHV�WHQGHG�WR�KDYH�D�ORZ�ODERXU�WXUQRYHU�
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&RPSDQLHV� ORFDWHG� LQ�PHWDO�ZRUNLQJ� DUHDV� VXFK� DV� WKH�:HVW�0LGODQGV� KDG� D� ODUJHU� SRRO� RI

H[SHULHQFHG�ZRUNHUV� IURP�ZKLFK� WR� UHFUXLW� IURP�� /DUJHU� FRPSDQLHV�ZLWK� JRRG� HPSOR\PHQW

UHFRUGV� WHQGHG� QRW� WR� KDYH� SUREOHPV�ZLWK� HLWKHU� UHFUXLWLQJ� RU� UHWDLQLQJ� VWDII�� 6RPH� VPDOOHU

FRPSDQLHV�ZKRVH�SD\�DQG�SURVSHFWV�ZHUH�QRW�DV�JRRG�DV�ODUJHU�FRPSDQLHV�H[SHULHQFHG�ORVV�RI

ZRUNHUV�WR�FRPSDQLHV�ZLWK�D�UHSXWDWLRQ�IRU�EHWWHU�SD\�DQG�FRQGLWLRQV�

&RPSDQLHV�ORFDWHG�LQ�DUHDV�ZKHUH�PHWDO�ZRUNLQJ�RU�HQJLQHHULQJ�ZDV�QRW�VR�LPSRUWDQW� WR� WKH

ORFDO�HFRQRP\�FRXOG�QRW�H[SHFW�WR�UHFUXLW�H[SHULHQFHG�RU�VNLOOHG�ZRUNHUV��DQG�WKHUHIRUH�KDG�WR

UHO\� RQ� WUDLQLQJ� WKHP� WKHPVHOYHV�� ,Q� RQH� LQVWDQFH� WKHUH� ZDV� OHVV� UHOLDQFH� RQ� UHFUXLWLQJ

DSSUHQWLFHV�� EXW� RQ� HPSOR\LQJ� ORFDO� SHRSOH� ZLWKRXW� H[SHULHQFH� UHJDUGOHVV� RI� DJH�� ZLWK� WKH

SROLF\�RI�WUDLQLQJ�WKHP�LQ�KRXVH��RIWHQ�WR�FUDIW�OHYHO��2WKHU�FRPSDQLHV�LQ�VXFK�DUHDV��UHFUXLWLQJ

DSSUHQWLFHV�� WHQGHG� WR� EH� SURYLGH� D� VLJQLILFDQW� QXPEHU� RI� HQJLQHHULQJ� VWXGHQWV� IRU� ORFDO

FROOHJHV� ZKR� VRPHWLPHV� KDG� WR� VWDUW� FRXUVHV� RU� ZHUH� DEOH� WR� FRQWLQXH� WR� UXQ� FRXUVHV

VSHFLILFDOO\�IRU�WKHP�

7KHUH�ZHUH�RQO\� WZR�FRPSDQLHV�ZKLFK�PHQWLRQHG�VSHFLILF� UHFUXLWPHQW�SUREOHPV��%RWK� WKHVH

FRPSDQLHV� ZHUH� ORFDWHG� LQ� UHODWLYHO\� UXUDO� DUHDV�� &RPSDQ\�:0�$&�� XVHG� WR� KDYH� D� ���

ODERXU�WXUQRYHU�DPRQJVW�WKHLU�ZHOGHUV��7KLV�ZDV�EHFDXVH�DV�WKH\�KDG�EHHQ�HPSOR\LQJ�ZHOGHUV

ZLWK�/OR\GV�FHUWLILFDWHV��ZKR�ZHUH�TXDOLILHG�WR�ZRUN�RQ�OXFUDWLYH�FRQWUDFWV� LQ� WKH�1RUWK�6HD�

RU�LQ�WKH�ORFDO�FRDO�ILUHG�SRZHU�VWDWLRQV�ZKHQ�WKH�RSSRUWXQLW\�DURVH��7KH\�QRZ�WUDLQ�ZHOGHUV

WKHPVHOYHV�VSHFLILFDOO\�IRU�VWDLQOHVV�VWHHO�DQG�WKLQ�JDXJH�VWHHO�ZHOGLQJ��ZKLFK�GRHV�QRW�OHDG�WR

D�/OR\GV�FHUWLILFDWH��7KH\�KDYH�UHFHQWO\�EHHQ�UHFUXLWLQJ�IRU�RWKHU�MREV�TXLWH�KHDYLO\��DQG�IXUWKHU

UHFUXLWV�ZLOO�SUREDEO\�QRW�EH�H[SHULHQFHG�DV�WKH\�KDYH�H[KDXVWHG�H[LVWLQJ�ORFDO�VNLOOV�

7$%/(�������3$57,&,3$7,21�,1�*29(510(17�75$,1,1*�,1,7,$7,9(6

&RPSDQ\ 0DUNHWV 2WKHU

PDUNHWV

(PS�

OR\HHV

194V ,L3 0RGHUQ

DSSUHQWLFHV

:0�$&� 2( 1R ��� :LOO�SXW����WKURXJK

194��LQ������

:LOO�UH�

FRPPLW�

<HV���

:0�$&� 1�$ ��� FOHULFDO�ZRUNHUV�RQO\ ,Q�SURFHVV

RI�DSSO\LQJ

:0�$&� 2(�	

$0

��� ��WUDLQHHV +DOIZD\

WKURXJK

:0�$&� $0�	

WUXFNV

<HV �� 1R 1R <HV���

:0�$&� 2( <HV ��� 5XQQLQJ�SLORW

VFKHPH

+DYH�WKH

DZDUG

<HV��EXW�VWLOO

VHQGLQJ�WKHP

IRU���\HDU�IXOO

WLPH

:0�$&� $0�	

WUXFNV

<HV ��� 1R

:0�$&� 2( ��� 1RW�GRLQJ�WKHP��RZQ

WUDLQLQJ�

FRQVLGHULQJ

LW

:0�$&� $0��2(

	�WUXFNV

��� 1R 1RW�GRLQJ�LW

:0�$&� $0	

WUXFNV

�<HV� ��� 1R

:0�$&��
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����� 7UDLQLQJ�DW�%DVTXH�ILUPV

7KH�PDMRULW\� RI� GLUHFW� VHPL�VNLOOHG� HPSOR\HHV� DUH� WUDLQHG� RQ� WKH� MRE�� (PSOR\HHV� ZKR� KDYH

EHHQ�LQ�HPSOR\PHQW�IRU�VRPH�WLPH�GR�QRW�XVXDOO\�KROG�DQ\�IRUPDO�TXDOLILFDWLRQ��+RZHYHU��QHZ

UHFUXLWV�DUH�XVXDOO\�DVNHG� WR�KDYH�HLWKHU�DQ�)3,� RU� )3,,� GHJUHH�� HYHQ� IRU� VHPL�VNLOOHG�ZRUN�

'XH�WR�WKH�KLJK�OHYHOV�RI�XQHPSOR\PHQW��ILUPV�KDYH�D�SRRO�RI�ZHOO�WUDLQHG�SRWHQWLDO�HPSOR\HHV

DW�WKHLU�GLVSRVDO�IURP�ZKLFK�WKH\�PD\�FKRRVH��2QO\�RQH�FRPSDQ\��39�$&���FRXOG�QRW�DOZD\V

ILQG�WKH�VNLOOHG�ZRUNHUV�ZKHQ�QHHGHG�

8QHPSOR\PHQW� LQ� WKH�%DVTXH�ODERXU�PDUNHW�DFFRXQWV�IRU�����RI� WKH� WRWDO� DFWLYH�SRSXODWLRQ

DQG� QHDUO\� ���� RI� WKRVH� EHORZ� WKH� DJH� RI� ���� 7KXV� LW� LV� SRVVLEOH� WR� DVN� IRU� KLJKHU

TXDOLILFDWLRQV�WKDQ�WKRVH�GHPDQGHG�E\�WKH�MRE��1HYHUWKHOHVV��VRPH�FRPSDQLHV�GR�QRW�DVN� IRU

DQ\�)3�TXDOLILFDWLRQV�ZKHQ�UHFUXLWLQJ� IRU� VHPL�VNLOOHG�ZRUN��7KHUH�KDV�EHHQ�D� WUHQG� WRZDUGV

WDNLQJ� RQ� HPSOR\HHV� RQ� D� WHPSRUDU\� EDVLV�� )URP� WKH� HDUO\� ����V� RQZDUGV� SDUW�WLPH

HPSOR\PHQW�KDV�LQFUHDVHG�LWV�VKDUH�RI�WRWDO�HPSOR\PHQW�IURP�DERXW�����HDUO\�����V��WR�RYHU

�����������

6RPH�ILUPV�DUH�JURZLQJ�FRQFHUQHG�DERXW�WKH�IOH[LELOLW\�RI�WKHLU�ZRUN�IRUFH��6RPH�FRPSDQLHV

H[SHULHQFH� GLIILFXOWLHV� LQ� SHUVXDGLQJ� WKHLU� HPSOR\HHV� �SDUWLFXODUO\� ROGHU�ZRUNHUV�� WR� EHFRPH

LQYROYHG�LQ�PRUH�WKDQ�D�VLQJOH�WDVN�

2QO\� FRPSDQ\� 39�$&�� VWDWHG� WKDW� LW� FDUULHV� RXW� WUDLQLQJ� FRXUVHV� WDUJHWLQJ� WKH� ZKROH

ZRUN�IRUFH�

µ7KHUH�LV�D�SROLF\�HVWDEOLVKHG�WKURXJK�ZKLFK�VRPH�FRXUVH�LV�FDUULHG�RXW�HYHU\�ZHHN��,W

GRHV�QRW�DLP�DW�SURYLGLQJ�D�YHU\�VSHFLILF�WUDLQLQJ��UDWKHU�WKH�FRPSDQ\�ZLVKHV�WR�LQIRUP

DOO�ZRUNHUV�DERXW�GLIIHUHQW� WKLQJV�KDSSHQLQJ�DW� WKH�FRPSDQ\� �H�J��� WKH� LPSRUWDQFH� RI

TXDOLW\��� ,Q� RWKHU� ZRUGV�� WKH� FRPSDQ\� DWWHPSWV� WR� PDNH� RSHUDWRUV� FRQFHUQHG� ZLWK

YDULRXV�DVSHFWV�RI�WKH�SURGXFWLRQ�SURFHVV¶�

&RPSDQ\�39�$&�� DVNV� D� QHDUE\� FROOHJH�ZKHQ� QHZ�ZRUNHUV� DUH� QHHGHG�� ,W� KDV� EHHQ� KDSS\

ZLWK�DOO�SUHYLRXV�UHFUXLWV�IURP�WKLV�FROOHJH��1R�RWKHU�FRPSDQLHV�IROORZ�WKLV�DSSURDFK�

��� (QYLURQPHQWDO�3UHVVXUHV�DQG�(PSOR\PHQW�LQ�&RPSRQHQW�0DQXIDFWXUH

7KHUH� DSSHDUV� WR� EH� YHU\� OLWWOH� LPSDFW� RQ� HPSOR\PHQW� ZKLFK� FDQ� EH� DWWULEXWHG� WR

HQYLURQPHQWDO� SUHVVXUH�� $OWKRXJK� WKH� PDMRULW\� RI� FRPSDQLHV� LQ� WKLV� VHFWRU� GR� QRW� UHJDUG

WKHPVHOYHV�DV�EHLQJ�XQGHU�VLJQLILFDQW�HQYLURQPHQWDO�SUHVVXUH��PDQ\�DUH�FRQVLGHULQJ�LQVWDOOLQJ

HQYLURQPHQWDO� PDQDJHPHQW� V\VWHPV�� ,I� D� VSHFLILF� SHUVRQ� GHDOV� ZLWK� HQYLURQPHQWDO� PDWWHUV�

WKHQ�WKLV�LV�XVXDOO\�DORQJ�ZLWK�+HDOWK�DQG�6DIHW\��6RPHWLPHV��IRU�H[DPSOH�LQ�FRPSDQLHV�:0�

$&��DQG�:0�$&���WKH�LQWHUYLHZHHV�IRXQG�LW�GLIILFXOW� WR�GLVWLQJXLVK�HQYLURQPHQWDO�FRQFHUQV

IURP�KHDOWK�DQG�VDIHW\�FRQFHUQV�

7KH�PRVW� LPSRUWDQW� VRXUFH� RI� HQYLURQPHQWDO� SUHVVXUH� RQ� WKHVH� FRPSDQLHV� FRPHV� QRW� IURP

OHJLVODWLRQ��EXW�IURP�WKH�VXSSO\�FKDLQ��7KHUH�KDYH�EHHQ�H[DPSOHV�RI�FRPSDQLHV�PRYLQJ�DZD\

IURP� HQYLURQPHQWDOO\� SUREOHPDWLF� FKHPLFDOV� DV� D� UHVXOW� RI� FXVWRPHU� SUHVVXUH�� +HDOWK� DQG

VDIHW\�FRQFHUQV�KDYH�DOVR�SOD\HG�D�UROH�LQ�FRPSDQLHV
�PRYH�DZD\�IURP�VRPH�FKHPLFDOV��2IWHQ

WKH� FKHPLFDOV� DYRLGHG� LQ� WKLV� FRQWH[W� ZHUH� HQYLURQPHQWDOO\� SUREOHPDWLF� DOVR�� 2EYLRXVO\

ZRUNLQJ�FRQGLWLRQV�LPSURYH�ZKHQ�XQSOHDVDQW�FKHPLFDOV�DUH�DYRLGHG�
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9HU\�IHZ�ILUPV�LQ�WKH�8.�KDYH�KDG�WR�PDNH�LQYHVWPHQWV�LQ�HQYLURQPHQWDO�HTXLSPHQW�UHFHQWO\�

0RVW�FRPSDQLHV�KDG�HIIOXHQW� WUHDWPHQW�SODQWV�FRQVWUXFWHG�ZKHQ� WKH� IDFWRU\�ZDV�EXLOW��6RPH

%DVTXH� ILUPV� KDYH� EHHQ� LQYHVWLQJ� LQ� HIIOXHQW� WUHDWPHQW� SODQWV� UHFHQWO\� DV� WKH\� DUH� QRZ� QR

ORQJHU� DOORZHG� WR� GLVFKDUJH� FHUWDLQ� OLTXLG�ZDVWHV� GLUHFWO\� WR� WKH� ULYHU�� $V� ZLWK� HQG�RI�SLSH

LQYHVWPHQW�LQ�IRXQGULHV��WKLV�WHQGV�QRW�WR�FUHDWH�DGGLWLRQDO�HPSOR\PHQW�DW�WKH�ILUP�

��� &RQFOXVLRQV

7UDLQLQJ� LV� UHFRJQLVHG� WR� EH� YHU\� LPSRUWDQW� LQ� SURPRWLQJ� D� FRPSHWLWLYH� IRXQGU\� LQGXVWU\� LQ

ERWK�UHJLRQV��7KH�8.�LQGXVWU\�LV�JRLQJ�WKURXJK�D�FULVLV�LQ�WUDLQLQJ��$V�WKH�QXPEHU�RI�IRXQGULHV

GHFOLQHV�IHZHU�SHRSOH�DUH�EHLQJ�WUDLQHG��0DQ\�FROOHJHV�KDYH�VWRSSHG�RIIHULQJ�IRXQGU\�UHODWHG

FRXUVHV�� ,Q� WKH� %DVTXH� FRXQWU\� D� QHZ� WUDLQLQJ� LQLWLDWLYH� VSHFLDOO\� IRU� IRXQGU\� ZRUNHUV� ZDV

LQLWLDWHG�LQ������LQ�UHFRJQLWLRQ�RI�WKH�SRRU�VWDWH�RI�WUDLQLQJ�LQ�WKH�LQGXVWU\�

7UDLQLQJ�VHHPV�WR�EH�VOLJKWO\�OHVV�RI�D�SUREOHP�IRU�WKH�DXWRPRWLYH�FRPSRQHQW�LQGXVWU\�LQ�ERWK

UHJLRQV��DOWKRXJK�WKHUH�DUH�VWLOO�UHFUXLWPHQW�SUREOHPV�IRU�FHUWDLQ�MREV�LQ�WKH�8.��7KH�KLJK�OHYHO

RI�XQHPSOR\PHQW�LQ�WKH�%DVTXH�&RXQWU\�HQDEOHV�FRPSDQLHV�WR�UHFUXLW�UHODWLYHO\�ZHOO�TXDOLILHG

HPSOR\HHV��HYHQ�IRU�VHPL�VNLOOHG�ZRUN��1RW�HYHU\�FRPSDQ\�VSHFLILHV�WKDW�QHZ�UHFUXLWV�VKRXOG

KDYH�WHFKQLFDO�TXDOLILFDWLRQV��DV�PXFK�RI�WKH�ZRUN�LV�VR�UHSHWLWLYH�DQG�WKDW�OHYHO�RI�TXDOLILFDWLRQ

LV�QRW�QHFHVVDU\�

7KHUH� DUH� UHFUXLWPHQW� SUREOHPV� LQ� ERWK� IRXQGU\� DQG� DXWRPRWLYH� FRPSRQHQW� LQGXVWU\� LQ� WKH

8.�� ,Q� IRXQGULHV� WKH�PDLQ� SUREOHP� DSSHDUV� WR� EH� UHFUXLWLQJ� DQG� NHHSLQJ� HPSOR\HHV� LQ� MREV

ZLWK�SDUWLFXODUO\�XQSOHDVDQW�ZRUNLQJ�FRQGLWLRQV��)RU�DXWRPRWLYH�FRPSRQHQW� ILUPV�� UHFUXLWLQJ

DW�KLJKHU�VNLOO�OHYHOV�FDQ�EH�SUREOHPDWLF�

7KH� RYHUDOO� HPSOR\PHQW� HIIHFWV� GXH� WR� HQYLURQPHQWDO� SUHVVXUH� DUH� OLNHO\� WR� EH� VPDOO� LQ

FRPSDULVRQ�ZLWK�WKH�LPSDFWV�RI� WKH�JHQHUDO� OHYHO�RI�HFRQRPLF�DFWLYLW\�� VWUXFWXUDO� FKDQJH�DQG

WHFKQRORJLFDO� LQQRYDWLRQ�� 7KH� QHJDWLYH� LPSDFW� RI� HQYLURQPHQWDO� SUHVVXUH� RQ� HPSOR\PHQW� LV

PRUH�OLNHO\�WR�EH�IHOW�LQ�PDWHULDO�LQWHQVLYH�LQGXVWULHV�ZLWK�PDUJLQDO�SODQWV��VXFK�DV�WKH�IRXQGU\

VHFWRU�
��
� 'HVSLWH� WKLV�� WKH� PD[LPXP� FKDQJH� LQ� HPSOR\PHQW� DWWULEXWDEOH� WR� HQYLURQPHQWDO

SUHVVXUH� LQ� WKH�8.�IRXQGU\� LQGXVWU\�� DQG� RQH�ZKLFK� GHSHQGV� RQ� DQ� XQOLNHO\� FRPELQDWLRQ� RI

DVVXPSWLRQV�� LV� RI� WKH� RUGHU� RI� ��� RYHU� WKH� SHULRG� ����� WR� ������ 9HU\� VPDOO� LQFUHDVHV� LQ

HPSOR\PHQW�FRXOG�RFFXU�DPRQJ�HQYLURQPHQWDO�HTXLSPHQW�VXSSOLHUV��HQYLURQPHQWDO�UHJXODWRUV

DQG�FRQVXOWDQWV�

,W�KDV�QRW�EHHQ�SRVVLEOH� WR�TXDQWLI\�WKH�HIIHFW�RQ�HPSOR\PHQW�IRU� WKH�DXWRPRWLYH�LQGXVWU\�RU

IRU� WKH�IRXQGU\�LQGXVWU\�LQ� WKH�%DVTXH�FRXQWU\��7KH�HPSOR\PHQW�HIIHFWV� LQ� WKHVH�VHFWRUV�ZLOO

EH�HYHQ�VPDOOHU�

�����������������������������������������������

��
5�8�6SUHQJHU��µ(PSOR\PHQW�DQG�(QYLURQPHQW��)DFWV�DQG�,VVXHV¶��3DSHU�SUHVHQWHG�DW�WKH� :RUNVKRS�RQ

(PSOR\PHQW�3RWHQWLDO�RI�6XVWDLQDEOH�'HYHORSPHQW�3ROLFLHV��(XURSHDQ�)RXQGDWLRQ�IRU�WKH�,PSURYHPHQW�RI

/LYLQJ�DQG�:RUNLQJ�&RQGLWLRQV��'XEOLQ��������$SULO�����
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��� &203(7,7,9(1(66��48$/,7<�$1'�7+(�(19,5210(17

���� 2YHUYLHZ

$V�QRWHG�LQ�6HFWLRQ����WKH�RULJLQDO�LQWHQWLRQ�RI�PDWFKLQJ�SDLUV�RI�SODQWV�LQ�WKH�:HVW�0LGODQGV

DQG�WKH�%DVTXH�&RXQWU\�LQ�RUGHU�WR�FRPSDUH�SURGXFWLYLW\�SURYHG�QRW�WR�EH�SRVVLEOH�EHFDXVH�RI

WKH� KHWHURJHQHRXV� QDWXUH� RI� RXWSXW� DW� WKH� SODQW� OHYHO� LQ� ERWK� VHFWRUV�� 1HYHUWKHOHVV�� LW� LV

SRVVLEOH��IURP�V\VWHPDWLF�LQVSHFWLRQ�RI�WKH�SODQW�OHYHO�GDWD��WR

�UHDFK�VRPH�FRQFOXVLRQV�DERXW�WKH�LQWHUDFWLRQ�EHWZHHQ�TXDOLW\�DQG�FRPSHWLWLYHQHVV�RQ�WKH�RQH

KDQG� DQG� HQYLURQPHQWDO�PDQDJHPHQW� DQG� SHUIRUPDQFH� RQ� WKH� RWKHU�� 7KH� LQWHUYLHZV� UHVXOWV

UHSRUW�LQ�6HFWLRQV���DQG���GHPRQVWUDWH�WKDW�WKH�DFKLHYHPHQW�RI��D�EDVLF�VWDQGDUG�RI�TXDOLW\�LV

DQ�HVVHQWLDO�FRPSRQHQW�RI�FRPSHWLWLYHQHVV�IRU�SODQWV�RSHUDWLQJ�ZLWKLQ� WKH�DXWRPRWLYH� VXSSO\

FKDLQ�

7KH� FRQFOXVLRQV� GHULYHG� LQ� WKLV� VHFWLRQ� FRPH� IURP� WKUHH� W\SHV� RI� FRPSDULVRQ�� EHWZHHQ

UHJLRQV��EHWZHHQ�VHFWRUV��DQG�EHWZHHQ�GLIIHUHQW�SODQWV�RSHUDWLQJ�LQ�WKH�VDPH�UHJLRQ�DQG�VHFWRU�

7DEOH� ���� �� ���� SURYLGH� WKH� EDVLV� IRU� WKH� DQDO\VLV�� (DFK� WDEOH� UHSUHVHQWV� D� JLYHQ� VHFWRU� DQG

UHJLRQ��:LWKLQ�HDFK�WDEOH��SODQWV�DUH�DUUDQJHG�DFFRUGLQJ�WR�WKHLU� OHYHO�RI�SURILWDELOLW\��GHILQHG

DV� WKH� UDWLR� RI� SURILWV� WR� WXUQRYHU�� 3ODQWV� ZKLFK� GHFOLQHG� WR� SURYLGH� SURILW� LQIRUPDWLRQ� DUH

SODFHG�DW�WKH�ERWWRP�RI�WKH�OLVW��(DFK�WDEOH�FRQWDLQV�LQIRUPDWLRQ�RQ�

D� SK\VLFDO� DVSHFWV� RI� SURGXFWLRQ� �W\SH� RI� SURGXFW�� RXWSXW�� VFUDS� UDWHV�� GHJUHH� RI� HOHFWULF

PHOWLQJ�DW�IRXQGULHV��

E� ILQDQFLDO� LQIRUPDWLRQ� �HPSOR\PHQW�� WXUQRYHU� � �� FRQYHUWHG� WR��� VWHUOLQJ��QHW�RXWSXW�ZKHUH

DYDLODEOH�DQG�SURILWDELOLW\��

F� SURGXFWLYLW\��WXUQRYHU�SHU�HPSOR\HH��QHW�RXWSXW�SHU�HPSOR\HH�DQG�SK\VLFDO�SURGXFWLYLW\�LQ

WRQQHV�SHU�HPSOR\HH��

G� JHQHUDO�LQIRUPDWLRQ��DGRSWLRQ�R�TXDOLW\�VWDQGDUGV��DGRSWLRQ�RI�HQYLURQPHQWDO�PDQDJHPHQW

VWDQGDUGV��UHFHQW�JDLQV�ORVVHV�RI�EXVLQHVV�DFFRUGLQJ�WR�FRPSHWLQJ�FRXQWU\��

���� &RPSDULVRQV�EHWZHHQ�6HFWRUV

7DEOHV�����������GR�UHYHDO�OLWWOH�QHZ�DERXW�FURVV�VHFWRUDO�GLIIHUHQFHV��$IWHU�DOORZLQJ�IRU�LQWHU�

UHJLRQDO�GLIIHUHQFHV��WKHUH�DSSHDUV�WR�EH�OLWWOH�GLIIHUHQFH�EHWZHHQ�WKH�VHFWRUV�LQ�WHUPV�RI�EURDG

OHYHOV�RI�SURILWDELOLW\��/DERXU�SURGXFWLYLW\�GDWD��QHW�RXWSXW�SHU�HPSOR\HH��ZDV�DYDLODEOH�RQO\

LQ� WKH�8.��/DERXU� SURGXFWLYLW\� LQ� WKH� DXWRPRWLYH� FRPSRQHQWV� VHFWRU� �� �������� �� ������� �

ZDV�VLJQLILFDQWO\�KLJKHU�WKDQ�LQ�WKH�IRXQGU\�VHFWRU���������������������

,Q� WKH� 8.�� ERWK� IRXQGULHV� DQG� DXWRPRWLYH� FRPSRQHQW� PDQXIDFWXUHUV� KDG� DGRSWHG� TXDOLW\

VWDQGDUGV�VXFK�DV�WKH�,62������VHULHV�RU�%6������,Q� WKH�%DVTXH�FRXQWU\��RQO\�DERXW�KDOI�RI

WKH�IRXQGULHV�KDG�REWDLQHG�TXDOLW\�FHUWLILFDWLRQ�ZKLOH�PRVW�RI�WKH�DXWRPRWLYH�FRPSRQHQW�SODQWV

KDG� VXFK� VWDQGDUGV�� RU� ZHUH� RQ� WKHLU� ZD\� WRZDUGV� DFKLHYLQJ� WKHP�� 7KH� DGRSWLRQ� RI

HQYLURQPHQWDO�PDQDJHPHQW� VWDQGDUGV� VXFK�DV�(0$6��%6�����RU� WKH� ,62������� VHULHV�ZDV

WDNLQJ�SODFH�RQO\�LQ�WKH�DXWRPRWLYH�FRPSRQHQWV�VHFWRU�DQG�RQO\�LQ�WKH�8.�
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&RXSOHG�ZLWK� GLUHFW� REVHUYDWLRQV� IURP� LQWHUYLHZV�� WKH� FXUVRU\� GDWD� DQDO\VLV� UHYHDOV� WKDW�� LQ

FRPSDULVRQ�ZLWK�DXWRPRWLYH�FRPSRQHQWV�SODQWV��IRXQGULHV�DUH�FKDUDFWHULVHG�E\�

• ORZHU�OHYHOV�RI�SURGXFWLYLW\�

• PRUH�HQYLURQPHQWDO�LPSDFWV�DQG�KHQFH�JUHDWHU�HQYLURQPHQWDO�SUHVVXUH�

• PRUH� SUREOHPV� RI� UHFUXLWPHQW� DQG� ODERXU� WXUQRYHU� OLQNHG� SDUWO\� WR� D� SRRUHU� ZRUNLQJ

HQYLURQPHQW��DQG

• OHVV�IRFXV�RQ�IRUPDO�TXDOLW\�HQYLURQPHQWDO�PDQDJHPHQW�VWDQGDUGV�

$XWRPRWLYH� FRPSRQHQW� SODQWV� DUH�PRUH� DWWUDFWLYH� VRXUFHV� RI� HPSOR\PHQW� WKDQ� IRXQGULHV� LQ

WHUPV�RI�ZHDOWK�FUHDWLRQ��TXDOLW\�RI�HPSOR\PHQW�DQG�HQYLURQPHQWDO� LPSDFW��7KH�FRPSRQHQWV

VXEVHFWRU� LV�SDUW�RI�D�G\QDPLF� LQGXVWU\��7KH� IRXQGU\� VHFWRU� LV� RQ� WKH� RWKHU� KDQG� EHVHW� E\� D

F\FOH�RI�GHFOLQH��)DFWRUV�VXFK�DV� OHQJWK\�GHOLYHU\�WLPHV�� LQDELOLW\� WR�UHFUXLW�VNLOOHG�ODERXU�DQG

SRRU� HQYLURQPHQWDO� FRQGLWLRQV� DUH� LQWHU�FRQQHFWHG� DQG� PXWXDOO\� UHLQIRUFLQJ�� 4XDQWLWDWLYH

SHUIRUPDQFH� LQGLFDWRUV� DUH� V\PSWRPDWLF� RI� WKHVH� GLIILFXOWLHV� EXW� GR� QRW� FDSWXUH� DOO� RI� WKH

VRFLDO��HQYLURQPHQWDO�DQG�FXOWXUDO�IDFWRUV�ZKLFK�XQGHUOLH�WKH�GHFOLQH�RI�WKH�VHFWRU�

���� &RPSDULVRQV�EHWZHHQ�5HJLRQV

7KH�GDWD� LQ�7DEOHV�����������SURYLGHV�SDUWLFXODUO\� VWURQJ�HYLGHQFH�DERXW�GLIIHUHQFHV�EHWZHHQ

WKH�:HVW�0LGODQGV�DQG�WKH�%DVTXH�FRXQWU\��7KH�SULQFLSDO�GLIIHUHQFHV�DUH�DV�IROORZV�

• SODQWV�LQ�ERWK�VHFWRUV�DUH�PRUH�SURILWDEOH�LQ�WKH�:HVW�0LGODQGV�WKDQ�WKH\�DUH�LQ�WKH�%DVTXH

&RXQWU\�� 2Q� DYHUDJH�� WKH� UDWLR� RI� SURILWV� WR� WXUQRYHU� ZDV� ����� LQ� :HVW� 0LGODQGV

IRXQGULHV� DQG� ����� LQ� 8.� DXWRPRWLYH� FRPSRQHQW� SODQWV�� ,Q� WKH� %DVTXH� &RXQWU\�� WKH

FRPSDUDEOH� SURILWDELOLW\� OHYHOV� ZHUH� ����� DQG� ����� UHVSHFWLYHO\�� 7KH� SURILWDELOLW\� RI

LQGLYLGXDO�SODQWV�YDULHV�VXEVWDQWLDOO\�IURP�WKHVH�DYHUDJHV�

• SODQWV� LQ� WKH� %DVTXH� &RXQWU\� EHQHILW� PRUH� IURP� ILQDQFLDO� VXEYHQWLRQV� ZKLFK� VXSSRUW

LQYHVWPHQW�LQ�FDSLWDO�H[SHQGLWXUH�ZLWK�EHQHILFLDO�HQYLURQPHQWDO�FRQVHTXHQFHV��,Q�DGGLWLRQ�

WKH� OHJDO� IRUP� RI� PDQ\� %DVTXH� IRXQGULHV� �-RLQW� 6WRFN� /DERXU� FRPSDQLHV�� DSSHDUV� WR

HQDEOH�SODQWV�WR�RSHUDWH�XQSURILWDEO\�IRU�VRPH�WLPH�

• LQ� WKH� IRXQGU\� VHFWRU�� WKH� XVH� RI� FOHDQHU� HOHFWULF� PHOWLQJ� WHFKQRORJ\� �WKH� DFWLYLW\� ZLWK

SRWHQWLDOO\� WKH�KLJKHVW�HQYLURQPHQWDO� LPSDFW�� LV�PRUH�ZLGHVSUHDG� LQ� WKH�%DVTXH�&RXQWU\

WKDQ�LQ�WKH�:HVW�0LGODQGV��7KLV�UHIOHFWV�KLVWRULFDOO\�ORZ�HOHFWULFLW\�SULFHV��+RZHYHU��IRU�D

JLYHQ�DFWLYLW\���IRU�H[DPSOH�FXSROD�PHOWLQJ���HQYLURQPHQWDO�LPSDFW�LV�KLJKHU�LQ�WKH�%DVTXH

&RPSDQ\� DQG� HQYLURQPHQWDO� SUHVVXUHV�� ZKHWKHU� IURP� UHJXODWRUV�� FRPPXQLWLHV� RU

FXVWRPHUV��DSSHDU�WR�EH�ORZHU�

• 7KH� IRXQGU\� VFUDS� UDWH� LV� D� SDUWLDO� LQGLFDWRU� RI� TXDOLW\�� 2Q� DYHUDJH�� %DVTXH� IRXQGULHV

DSSHDU� WR� KDYH� D� VOLJKWO\� ORZHU� VFUDS� UDWH� ������� WKDQ� GR� WKRVH� LQ� WKH�:HVW� 0LGODQGV

��������+RZHYHU�� VHYHUDO� %DVTXH� SODQWV� GLG� QRW� DSSHDU� WR� JDWKHU� WKLV� LQIRUPDWLRQ� RQ� D

V\VWHPDWLF�EDVLV��HVSHFLDOO\�LQ�UHODWLRQ�WR�H[WHUQDO�VFUDS��UHWXUQV�IURP�FXVWRPHUV��

• WKH�DGRSWLRQ�RI�TXDOLW\�VWDQGDUGV�LV�PXFK�IXUWKHU�DGYDQFHG�LQ�WKH�:HVW�0LGODQGV�WKDQ�LW�LV

LQ�WKH�%DVTXH�&RXQWU\�
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• VHYHUDO�8.�DXWRPRWLYH�FRPSRQHQW�PDQXIDFWXUHUV�DUH�FRQVLGHULQJ�DGRSWLQJ�HQYLURQPHQWDO

PDQDJHPHQW�V\VWHPV��7KLV�WUHQG�LV�FRPSOHWHO\�DEVHQW�LQ� WKH�%DVTXH�&RXQWU\��0DQ\�SODQW

PDQDJHUV�GLG�QRW�DSSUHFLDWH�WKH�FRQFHSW�RI�HQYLURQPHQWDO�PDQDJHPHQW�V\VWHPV�

���� 3ODQW�/HYHO�&RPSDULVRQV

3ODQW�OHYHO�FRPSDULVRQV�FDQ�EH�PDGH�RQO\�ZLWKLQ�D�JLYHQ�UHJLRQ�DQG�VHFWRU��7KLV�LV�EHFDXVH�RI

WKH� LPSRVVLELOLW\� RI�PDWFKLQJ� RXWSXW� DQG� SURGXFWLRQ� SDWWHUQV� DQG� WKH� GLIILFXOW\� RI� FROOHFWLQJ

ILQDQFLDO�LQIRUPDWLRQ�LQ�WKH�%DVTXH�&RXQWU\��7KH�IROORZLQJ�FRQFOXVLRQV�FDQ�EH�GUDZQ�

• EDVHG� RQ� 8.� ILUPV�� WKHUH� DSSHDUV� WR� EH� OLWWOH� RU� QR� FRUUHODWLRQ� ZLWKLQ� D� JLYHQ� VHFWRU

EHWZHHQ�SURILWDELOLW\�DQG�SURGXFWLYLW\�PHDVXUHG�HLWKHU�LQ�SK\VLFDO�WHUPV�RU�LQ�WHUPV�RI�QHW

RXWSXW�SHU�HPSOR\HH��7KLV�SHUKDSV�QRW�VXUSULVLQJ�JLYHQ�WKH�KHWHURJHQHLW\�RI��RXWSXW�DW�WKH

SODQWV�FRQFHUQHG��,W�ZRXOG�EH�UHDVRQDEOH�WR�VXSSRVH�WKDW�RI��SURGXFWLYLW\�SURILWDELOLW\�WLPH

VHULHV�GDWD�IRU�DQ\�JLYHQ�SODQW�ZRXOG�EH�EHWWHU�FRUUHODWHG�WKDQ�FURVV�VHFWLRQDO�GDWD�RI� WKH

W\SH�SUHVHQWHG�KHUH�

• EDVHG� RQ� WKH� %DVTXH� ILUPV�� WKHUH� DSSHDUV� WR� EH� D� SRVLWLYH� FRUUHODWLRQ� EHWZHHQ� TXDOLW\

FHUWLILFDWLRQ�DQG�SURILWDELOLW\��7KLV�FRQFOXVLRQ�LJQRUHV�SODQWV�ZKLFK�FRXOG�ZRXOG�QRW�VXSSO\

SURILW� GDWD��4XDOLW\� FHUWLILFDWLRQ� LV� WRR�ZLGHVSUHDG� LQ� WKH�8.� WR� HQDEOH� DQ\� FRPSDUDEOH

FRQFOXVLRQ�WR�EH�GUDZQ�

• EDVHG�RQ�8.�IRXQGULHV��WKHUH�DSSHDUV�WR�EH�QR�OLWWOH�RU�QR�FRUUHODWLRQ�EHWZHHQ�WKH�XVH�RI

µFOHDQ¶� WHFKQRORJ\� �HOHFWULF�PHOWLQJ�� DQG� SURILWDELOLW\�� 7KH� FKRLFH� RI� PHOWLQJ� WHFKQRORJ\

KRZHYHU� GHSHQGV� RQ� SURGXFW� PL[�� HQHUJ\� SULFHV� DQG� UDZ�PDWHULDO� FRVWV� �� OLWWOH� PD\� EH

FRQFOXGHG�IURP�WKLV�ODFN�RI�FRUUHODWLRQ�

• D� QXPEHU� RI� 8.� DXWRPRWLYH� PDQXIDFWXUHUV� DUH� VHHNLQJ� D� FHUWLILFDWHG� HQYLURQPHQWDO

PDQDJHPHQW�V\VWHP��IRU�H[DPSOH�%6�������7KHUH�GRHV�QRW�DSSHDU�WR�EH�D�FRUUHODWLRQ�ZLWK

SURILWDELOLW\�

• WKHUH�LV�QR�VLJQLILFDQW�FRUUHODWLRQ�EHWZHHQ�SURILWDELOLW\�DQG�VFUDS�UDWHV�LQ�8.�IRXQGULHV�

• RQ�WKH�ZKROH��WKH�PRVW�SURILWDEOH�FRPSDQLHV�DSSHDU�WR�EH�WKRVH�ZKLFK�DUH�JDLQLQJ�EXVLQHVV

IURP� LQWHUQDWLRQDO� FRPSHWLWRUV�� ,Q� JHQHUDO�� IRXQGULHV� DUH� JDLQLQJ� EXVLQHVV� IURP�*HUPDQ

ILUPV��/HVV�SURILWDEOH�ILUPV��RU�WKRVH�ZKLFK�ZRXOG�QRW�GLVFXVV�SURILWV��DSSHDU�WR�EH�ORVLQJ

FRQWUDFWV�WR�D�JUHDWHU�H[WHQW��&RQWUDFWV�DUH�EHLQJ�ORVW�WR�SODQWV�LQ�(DVWHUQ�(XURSH��7XUNH\

DQG�$VLD�

���� &RQFOXVLRQV

$Q� LPSRUWDQW�FRQFOXVLRQ�RI� WKH�ZRUN�GHULYLQJ� IURP�6HFWLRQ��� LV� WKDW� WKH� GLUHFW� HPSOR\PHQW

LPSDFWV�RI�HQYLURQPHQWDO�SUHVVXUHV��HYHQ�WKRVH�ZKLFK�DUH�UHJXODWRU\�LQ�QDWXUH��DUH�OLNHO\�WR�EH

UHODWLYHO\� ORZ�� $Q� LPSRUWDQW� SDUDOOHO� K\SRWKHVLV� LV� WKDW� FRPSDQLHV� DQG� VHFWRUV� ZKLFK� SUR�

DFWLYHO\� SXUVXH� KLJKHU� VWDQGDUGV� RI� HQYLURQPHQWDO� SHUIRUPDQFH� DQG� PDQDJHPHQW� ZLOO� SURYH

PRUH� UHVLOLHQW� WR� HQYLURQPHQWDO� SUHVVXUHV� ZKLFK� GR� DULVH�� ,I� WKLV� LV� WKH� FDVH�� DWWHQWLRQ

HQYLURQPHQWDO� PDWWHUV� FDQ� EH� VDLG� WR� SURWHFW� UDWKHU� WKDQ� WKUHDWHQ� HPSOR\PHQW�

7KH�HPSLULFDO�ZRUN� SURYLGHV� ZHDN� HYLGHQFH� IRU� WKLV� K\SRWKHVLV�� +RZHYHU�� WKH� YDULRXV

HOHPHQWV�RI�WKH�HYLGHQFH�FDQ�RQO\�EH�DGGXFHG�IURP�GLIIHUHQW�VXEVHWV�RI�WKH�GDWD�FROOHFWHG�



© EUROPEAN FOUNDATION for the Improvement of Living and Working Conditions

��

• 8.� ILUPV� KDYH� GLUHFWHG�PRUH� DWWHQWLRQ� WR� HQYLURQPHQWDO� SHUIRUPDQFH� DQG� PDQDJHPHQW�

ERWK� DV� D� UHVXOW� RI� UHJXODWRU\� DQG� FXVWRPHU� SUHVVXUH�� 8.� ILUPV� DUH� JHQHUDOO\� PRUH

SURILWDEOH�WKDQ�WKRVH�LQ�WKH�%DVTXH�&RXQWU\�

• :HVW�0LGODQGV� ILUPV�KDYH�SDLG�PRUH�DWWHQWLRQ� WR�TXDOLW\�PDQDJHPHQW� WKDQ� KDYH�%DVTXH

ILUPV�� 7KRVH� 8.� IRXQGULHV� ZKLFK� KDYH� REWDLQHG� TXDOLW\� FHUWLILFDWLRQ� WHQG� WR� EH� PRUH

SURILWDEOH�� %DVHG� RQ� D� %DVTXH�:HVW� 0LGODQGV� FRPSDULVRQ�� WKHUH� DSSHDUV� WR� EH� VRPH

GHJUHH� RI� FRUUHODWLRQ� EHWZHHQ� WKH� DWWDLQPHQW� RI� TXDOLW\� FHUWLILFDWLRQ� DQG� WKH� DWWHPSW� WR

DFKLHYH�HQYLURQPHQWDO�PDQDJHPHQW�VWDQGDUGV�

• 7R� WKH�H[WHQW� WKDW�TXDOLW\� LV� D� NH\� FRPSRQHQW� RI� FRPSHWLWLYHQHVV� LQ� WKH� VHFWRUV� VWXGLHG�

WKHVH�IDFWV�WRJHWKHU�VXJJHVW��EXW�GR�QRW�FRQFOXVLYHO\�SURYH��D�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ

FRPSHWLWLYHQHVV�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�

7$%/(������:(67�0,'/$1'6�)281'5<�&+$5$&7(5,67,&6��%<�352),7$%,/,7<

:�0LGODQGV

)RXQGU\��:0�)�

� � � � � � �� � � �

3K\VLFDO

3URGXFW *,�6* $O *,�6* 6WHHO $O *,�6* $O *, *, $O

2XWSXW��WRQQHV�\HDU� ���� Q�D ����� ���� ��� ���� Q�D ���� ����� ����

7RWDO�VFUDS�UDWH���� ��� ��� ��� ��� ��� ��� Q�D ��� ��� ���

��(OHFWULF�0HOW �� ��� � ��� ��� � ��� � � ���

)LQDQFLDO

(PSOR\HHV �� ��� ��� ��� ��� �� ��� ��� ��� ���

7XUQRYHU���P� ��� ���� ���� ��� ��� ��� ��� ��� ���� ���

1HW�2XWSXW���P� ��� ��� ��� ��� ��� ��� ��� ��� Q�D ���

��3URILWV �� �� � � � � � � Q�D Q�D

3URGXFWLYLW\

7XUQRYHU�HPSO���N� ���� ���� ���� ���� ���� ���� ���� ���� ����� ����

1HW�RXWSXW�HPSO���N� ��� ���� ���� ���� ���� ���� ��� ���� Q�D ����

7RQQHV�HPSOR\HH ���� Q�D ���� ���� ��� ���� Q�D ���� ����� ����

*HQHUDO

4XDOLW\

6WDQGDUGV

���� ���� 4��

����

���� ���� �����

����

���� �����

����

4��

����

�����

����

6KLIWV�LQ�EXVLQHVV �*HU¶\ ��5RP�

�*HU¶\

�*HU¶\ � � � Q�D �*HU¶\ � �&KLQD

�,QGLD
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7$%/(������%$648(�)281'5<�&+$5$&7(5,67,&6��%<�352),7$%,/,7<

%DVTXH�)RXQGU\

�39�)�

�� � � � � � � � � �

3K\VLFDO

3URGXFW $O 6* 6WHHO *,�6* *, 6WHHO 6*�*, *, *,�6* $O

2XWSXW��W�\� ����� ���� ����� ���� ���� ����� ����� ���� ����� ����

7RWDO�VFUDS���� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��(OHFWULF�0HOW Q�D ��� ��� ��� � ��� ��� ��� � Q�D

)LQDQFLDO

(PSOR\HHV ��� ��� ��� ��� �� ��� ��� �� �� ���

7XUQRYHU���P� ���� ��� ���� ���� ��� ���� ���� ��� ��� ���

��3URILWV ��� ��� ��� \HV ��� ���� Q�D Q�D Q�D Q�D

3URGXFWLYLW\

7XUQRYHU�HPSO���N� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

7RQQHV�HPSOR\HH ���� ���� ���� ���� ���� ���� ���� ���� ����� ����

*HQHUDO

4XDOLW\�6WDQGDUGV ���� 4��

����

���� QRQH QRQH QRQH ���� ���� ���� ����

6KLIWV�LQ�EXVLQHVV ��(8 � ��(�(XU ��3UW¶JO

7XUNH\

7$%/(������8.�$872027,9(�3/$17�&+$5$&7(5,67,&6��%<�352),7$%,/,7<

8.�$XWRPRWLYH

�8.�$&�

� � � � � � �� � � �

3K\VLFDO

3URGXFW *HDUV 6XVSHQ�

VLRQ

&DP�

VKDIWV

3UHVV�

LQJV

9DOYHV 6WHHU�

LQJ

$[OH�

ZKHHO

&UDQN�

VKDIW

([�

KDXVWV

%HDU¶J

$VV¶EO\

)LQDQFLDO

(PSOR\HHV �� ��� ��� ��� ��� ��� �� ��� ��� ���

7XUQRYHU���P� ��� ��� ���� ���� ���� ����� ��� ��� ��� ����

1HW�RXWSXW���P� ��� ��� Q�D Q�D ��� ���� Q�D Q�D ��� Q�D

��3URILWV ���� ���� ���� ��� ��� ��� ��� \HV Q�D Q�D

3URGXFWLYLW\

7XUQRYHU�HPSO ���� ���� ���� ���� ���� ����� ���� ���� ���� �����

1HW�RXWSXW�HPSO ���� ���� Q�D Q�D ���� ���� Q�D Q�D ���� Q�D

*HQHUDO

4XDOLW\ ���� ���� 4�

����

���� � FXVW�

RPHU

����

����

���� ����

����

����

(QYLURQPHQWDO JRLQJ

����

JRLQJ

����

JRLQJ

����

JRLQJ

�����

(0$6
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7$%/(������%$648(�$872027,9(�3/$17�&+$5$&7(5,67,&6��%<�352),7$%,/,7<

%DVTXH�$XWRPRWLYH

�39�$&�

� � � � � � � � � ��

3K\VLFDO

3URGXFW VXVSHQ

�VLRQ

FDUE¶WU

YDOYH

VXVSHQ

�VLRQ

FDP�

VKDIW

D[OHV JHDUV FOXWFK�

EUDNH

EHDU�

LQJV
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7KH�FRQFOXVLRQV�SUHVHQWHG�LQ�WKLV�VHFWLRQ�PDS�RQ�WR�WKH�REMHFWLYHV�RI�WKH�SURMHFW�DV�ODLG�RXW�LQ

6HFWLRQ�����

���� 6XVWDLQDELOLW\�3ROLFLHV�DQG�(QYLURQPHQWDO�3UHVVXUHV

7KUHH�SULQFLSDO�VRXUFHV�RI�HQYLURQPHQWDO�SUHVVXUH�RQ�ILUPV�ZHUH�LGHQWLILHG�GXULQJ�WKH�FRXUVH

RI� WKH� VWXG\�� UHJXODWRU\� UHTXLUHPHQWV�� SUHVVXUH� IURP� FXVWRPHUV�� QRWDEO\� WKH� DXWRPRWLYH

DVVHPEOHUV��DQG�SUHVVXUH�IURP�ORFDO�FRPPXQLWLHV��7KH�QDWXUH�DQG�VWUHQJWK�RI� WKHVH�SUHVVXUHV

YDULHG�EHWZHHQ�WKH�WZR�VHFWRUV���IRXQGULHV�DQG�DXWRPRWLYH�FRPSRQHQWV���DQG�EHWZHHQ�WKH�WZR

UHJLRQV� �� WKH�:HVW�0LGODQGV� DQG� WKH� %DVTXH�&RXQWU\�� 7KH� NH\� IHDWXUHV� DUH� VXPPDULVHG� LQ

7DEOH�����

7$%/(������(19,5210(17$/�35(6685(�,03$&7,1*�8321�60(V

)RXQGULHV $XWR�FRPSRQHQWV

:HVW�0LGODQGV %DVTXH :HVW�0LGODQGV %DVTXH

/HJLVODWLYH +LJK 1RQ�H[LVWHQW 0HGLXP 0HGLXP

�SUHYHQWLQJ�ULYHU

GLVFKDUJHV�

3XEOLF

SUHVVXUH

0HGLXP���KLJK

LQ�VRPH�FDVHV

1RQ�H[LVWHQW�LQ

PDMRULW\�RI�FDVHV�

0HGLXP�LQ�D�IHZ

/RZ�LQ�PDMRULW\

RI�FDVHV

1RQ�H[LVWHQW

&XVWRPHU

SUHVVXUH

1RQ�H[LVWHQW 1RQ�H[LVWHQW 0HGLXP /RZ

7KH�8.�IRXQGU\�LQGXVWU\�LV�XQGHU�VWURQJ�SUHVVXUH�IURP�HQYLURQPHQWDO�UHJXODWLRQV�ZKLFK�WDNH

HIIHFW� IURP� $SULO� ������ 7KH� UXOHV� SULPDULO\� DIIHFW� SDUWLFXODWH� PDWWHU� HPLWWHG� IURP� PHWDO

PHOWLQJ� RSHUDWLRQV��7KH� WKUHH� SRVVLEOH� UHVSRQVHV� DUH�� LQVWDOOLQJ� HQG�RI�SLSH� WHFKQRORJ\� �EDJ

ILOWHUV���VZLWFKLQJ�WR�FOHDQHU�HOHFWULF�PHOWLQJ��RU�FHDVLQJ�RSHUDWLRQV��([DPSOHV�RI�HDFK�VWUDWHJ\

KDYH� EHHQ� LGHQWLILHG�� EXW� WKH�PRVW� FRPPRQ� UHVSRQVH� ZLOO� EH� WKH� LQVWDOODWLRQ� RI� HQG�RI�SLSH

SROOXWLRQ� DEDWHPHQW� HTXLSPHQW�� 7KHUH� KDV� EHHQ� VRPH� EDVLF� SURFHVV� FKDQJH�� EXW� WKH� GULYLQJ

IRUFH�IRU� WKLV� LV�XVXDOO\�TXDOLW\��FRVW�UHGXFWLRQ��SXEOLF�SUHVVXUH�RU�KHDOWK�DQG�VDIHW\�FRQFHUQV

UDWKHU�WKDQ�HQYLURQPHQWDO�UHJXODWLRQ�

7KHUH� LV� YHU\� OLWWOH� OHJLVODWLYH� HQYLURQPHQWDO� SUHVVXUH� LPSDFWLQJ� XSRQ� %DVTXH� IRXQGULHV�

/HJLVODWLRQ�� DOWKRXJK� LW� H[LVWHG� IRU� VRPH� WLPH� SULRU� WR� WKH� LQWURGXFWLRQ� RI� IRUPDO� HPLVVLRQ

OLPLWV�LQ�WKH�8.��DSSHDUV�QRW�WR�KDYH�EHHQ�HQIRUFHG��)RXQGULHV�GR�QRW�PRQLWRU�WKHLU�HPLVVLRQV

DQG�KDYH�QHYHU�EHHQ�DSSURDFKHG�E\� WKH�%DVTXH�*RYHUQPHQW� ,QGXVWULDO�'HSDUWPHQW�ZKLFK� LV

UHVSRQVLEOH� IRU� LPSOHPHQWDWLRQ� RI� WKH� OHJLVODWLRQ�� 7KHUH� LV� VRPH� HQYLURQPHQWDO� LQYHVWPHQW

RFFXUULQJ�LQ�%DVTXH�IRXQGULHV��DOWKRXJK�LW�LV�PRUH�OLNHO\�WR�EH�KHDOWK�DQG�VDIHW\�GULYHQ��7KHUH

KDV�EHHQ�VRPH�SURFHVV�FKDQJH��EXW�DJDLQ� WKH�GULYLQJ� IRUFH� LV�XVXDOO\�TXDOLW\�� FRVW� UHGXFWLRQ�

SXEOLF�SUHVVXUH�RU�KHDOWK�DQG�VDIHW\�FRQFHUQV�
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8.�FRPSRQHQWV�PDQXIDFWXUHUV�DUH�QRW�XQGHU�VLJQLILFDQW�HQYLURQPHQWDO�SUHVVXUH��6RPH�ODUJHU�

ILUVW� WLHU� VXSSOLHUV� DUH� XQGHU� SUHVVXUH� IURP� WKHLU� FXVWRPHUV� WR� DYRLG� WKH� XVH� RI� FHUWDLQ

FKHPLFDOV�� +HDOWK� DQG� VDIHW\� FRQFHUQV� FDQ� DOVR� OHDG� FRPSDQLHV� WR� DYRLG� WKH� XVH� RI

HQYLURQPHQWDOO\�SUREOHPDWLF�FKHPLFDOV�

7KH� PRVW� VLJQLILFDQW� HQYLURQPHQWDO� SUHVVXUH� RQ� %DVTXH� FRPSRQHQWV� PDQXIDFWXUHUV� KDV

IRFXVHG�RQ�SUHYHQWLQJ�ZDWHU�SROOXWLRQ��0DQ\�FRPSDQLHV�KDYH�UHFHQWO\�VWRSSHG�GXPSLQJ�OLTXLG

ZDVWHV��VXFK�DV�VROXEOH�RLO�PHWDO�ZRUNLQJ�IOXLGV��GLUHFWO\�LQWR�ULYHUV��)HZ�ILUVW�WLHU�DXWRPRWLYH

VXSSOLHUV� PHQWLRQHG� FXVWRPHU� SUHVVXUH�� DOWKRXJK� WKHUH� ZDV� VRPH� HYLGHQFH� RI� PXOWLQDWLRQDO

RZQHUV�LQIOXHQFLQJ�HQYLURQPHQWDO�SHUIRUPDQFH�

��� 7HFKQLTXHV�3URPRWLQJ�6XVWDLQDEOH�'HYHORSPHQW

$� YDULHW\� RI� FKDQJHV� LQ� SUDFWLFH� LV� SURPRWLQJ� HQYLURQPHQWDO� VXVWDLQDELOLW\� ZLWKLQ� WKH� WZR

VHFWRUV��6RPH�RI�WKH�FKDQJHV�FDQ�EH�DWWULEXWHG�GLUHFWO\�WR�HQYLURQPHQWDO�SUHVVXUH��PDQ\�UHODWH

WR�WHFKQRORJLFDO�DQG�RSHUDWLRQDO�FKDQJHV�GULYHQ�E\�FRPSHWLWLRQ�LQ�WKH�PDUNHWSODFH��7KH�PRUH

LPSRUWDQW�FKDQJHV�GULYHQ�E\�GLUHFW�SUHVVXUH�DUH�

• LQYHVWPHQW�LQ�SROOXWLRQ�DEDWHPHQW�WHFKQRORJ\�GULYHQ�E\�UHJXODWLRQ�

• VZLWFKLQJ�WR�FOHDQHU��HOHFWULF��PHOWLQJ�WHFKQRORJLHV�WR�DYRLG�SROOXWLRQ�FRQWUROV�

• VZLWFKLQJ�WR�SURFHVVHV�ZKLFK�UHGXFH�RGRXU�EHFDXVH�RI�FRPPXQLW\�SUHVVXUHV�

• FHDVLQJ��DW�WKH�UHTXHVW�RI�FXVWRPHUV��WR�XVH�VXEVWDQFHV�ZKLFK�GHSOHWH�WKH�R]RQH�OD\HU�

• DGRSWLQJ�HQYLURQPHQWDO�PDQDJHPHQW�V\VWHPV�

2WKHU�FKDQJHV�LQFOXGH�

• WKH�HQYLURQPHQWDOO\�ORQJ�WHUP�VZLWFK�WR�HOHFWULF�PHOWLQJ�IRU�PDUNHW�FRVW�UHDVRQV�

• VZLWFKLQJ�WR�FOHDQHU�FDVWLQJ�SURFHVVHV�IRU�FRVW�UHDVRQV�

• LQYHVWLQJ�LQ�IXPH�DUUHVWPHQW�IRU�KHDOWK�DQG�VDIHW\�ZRUN�HQYLURQPHQW�UHDVRQV�

• LPSURYLQJ�TXDOLW\��VFUDS�UDWHV�DQG�SODQW�\LHOGV�WR�PHHW�FXVWRPHU�UHTXLUHPHQWV�DQG�UHGXFH

FRVWV�

5HGXFLQJ�ODERXU�FRVWV�LV�D�NH\�PRWLYDWLRQ�XQGHUO\LQJ�LQYHVWPHQWV�ZKLFK�UHGXFH�FRVWV�RYHUDOO�

6RPH�SURFHVV�FKDQJHV��LQFOXGLQJ�WKH�VZLWFK�IURP�JUHHQVDQG�WR�FKHPLFDO�VDQG�LQ�FDVWLQJ��KDYH

SRWHQWLDOO\�QHJDWLYH�HQYLURQPHQWDO� LPSDFWV��7KH�VZLWFK� WR�FKHPLFDO� VDQGD�FDQ� LQFUHDVH�92&

HPLVVLRQV��RGRXU�DQG�WKH�WR[LFLW\�RI�ZDVWH��DOWKRXJK�WKH�YROXPH�RI�ZDVWH�LV�UHGXFHG��

���� 'LUHFW�(PSOR\PHQW�&RQVHTXHQFHV

����� 6SHFLILF�3ROLFLHV

(YHQ� LQ� WKH�FDVH�RI� WKH�8.�IRXQGU\� LQGXVWU\��ZKHUH� HQYLURQPHQWDO� SUHVVXUH� LV� VWURQJ�� WKHUH

KDV� EHHQ� OLWWOH� LPSDFW� RQ� HPSOR\PHQW� UHVXOWLQJ� IURP� IRXQGULHV¶� UHVSRQVHV� WR� HQYLURQPHQWDO

SUHVVXUH��:KHUH�HQYLURQPHQWDO�SUHVVXUH�KDV� OHG� WR� WKH� LQVWDOODWLRQ�RI�HQG�RI�SLSH�DEDWHPHQW�
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WKHUH� KDV� EHHQ� YHU\� OLWWOH� LPSDFW� RQ� HPSOR\HHV�� 7KH� LQVWDOODWLRQ� RI� VXFK� QHZ� SODQW� ZLOO� QRW

QHFHVVDULO\�FUHDWH�DQ\�QHZ�MREV��DV�DQ\�WDVNV�DVVRFLDWHG�ZLWK�WKH�SODQW�DUH�XVXDOO\�FDUULHG�RXW

E\�WKH�H[LVWLQJ�SHUVRQQHO��,Q�WKH�8.��MREV�PD\�EH�ORVW�WKURXJK�IRXQGU\�FORVXUHV�UHVXOWLQJ�IURP

WKH� DSSOLFDWLRQ� RI� HQYLURQPHQWDO� UXOHV�� 7KH� PD[LPXP� ORVV� RI� HPSOR\PHQW� LV� ��� RYHU� WKH

SHULRG� �����������7KLV� LV� DQ� H[WUHPH� HVWLPDWH� DQG� FRXOG� EH� IDU� VPDOOHU� LI� MREV� DW� VXUYLYLQJ

IRXQGULHV� DUH� SURWHFWHG� DV� D� UHVXOW�� 7KH� GLUHFW� MRE� ORVV� FRXOG� EH� RIIVHW� E\� MRE� JDLQV� LQ

HTXLSPHQW�VXSSOLHUV��VHH�6HFWLRQ��������

:KHUH� WKHUH� LV� EDVLF� SURFHVV� FKDQJH�� WKHUH� LV�PRUH� OLNHO\� WR� EH� DQ� LPSDFW� RQ� HPSOR\PHQW�

+RZHYHU� WKH� GULYLQJ� IRUFH� IRU� SURFHVV� FKDQJH�PD\� KDYH� QRWKLQJ� WR� GR� ZLWK� HQYLURQPHQWDO

SUHVVXUH��,I� WKHUH� LV�D�FKDQJH�LQ� WKH�OHYHO�RI�HPSOR\PHQW�� LW� LV� OLNHO\�WR�EH�QHJDWLYH��DOWKRXJK

ZRUNLQJ� FRQGLWLRQV� DUH�PRUH� OLNHO\� WR� LPSURYH�� ,Q� VRPH� FDVHV�� WKH� UHGXFWLRQ� LQ� ODERXU�PD\

DFWXDOO\�EH�WKH�GULYHU�IRU�SURFHVV�FKDQJH�

Environmental rules will push the industry towards cleaner technologies which could, in the
long run, improve competitiveness - but could also accelerate closures and employment
reductions. In general, WKH� HIIHFW� RQ� HPSOR\PHQW� DWWULEXWDEOH� WR� GLUHFW� HQYLURQPHQWDO
SUHVVXUH�LV�QRW�OLNHO\�WR�EH�VLJQLILFDQW��HVSHFLDOO\�ZKHQ�FRPSDUHG�WR�WKH�HPSOR\PHQW�HIIHFWV�RI

RQJRLQJ�WHFKQLFDO�FKDQJH�DQG�FKDQJHV�UHODWHG�WR�WKH�VWDWH�RI�WKH�HFRQRP\��7KRVH�SODQWV�ZKLFK

FORVH�DUH�OLNHO\�WR�KDYH�EHHQ�OHVV�FRPSHWLWLYH�LQ�DQ\�HYHQW� WKDQ�WKRVH�ZKLFK�VXUYLYH�DQG�WDNH

RQ�QHZ�RUGHUV��$Q\�QHJDWLYH� LPSDFWV�DUH�EDODQFHG�E\�VLJQLILFDQW� LPSURYHPHQWV� LQ� OLYLQJ�DQG

ZRUNLQJ�FRQGLWLRQV�LQ�WKH�UHJLRQ�FRQFHUQHG�

����� 7UHQGV�LQ�(PSOR\PHQW

7KH� VLJQLILFDQW� FKDQJH� LQ� HPSOR\PHQW� LQ� FRPSRQHQW� PDQXIDFWXULQJ� ILUPV� RYHU� WKH� SDVW� ��

\HDUV�KDV�KDG�OLWWOH�WR�GR�ZLWK�HQYLURQPHQWDO�SUHVVXUH��,W�KDV�EHHQ�FDXVHG�E\�WKH�UHVWUXFWXULQJ

RI�WKH�DXWRPRWLYH�LQGXVWU\�DQG�WKH�DGRSWLRQ�RI�OHDQ�SURGXFWLRQ�V\VWHPV��7KHUH�KDYH�DOVR�EHHQ

FKDQJHV� LQ� IRXQGU\� HPSOR\PHQW��(PSOR\PHQW� SHU� XQLW� RI� RXWSXW� KDV� EHHQ� GHFOLQLQJ� LQ� ERWK

FRXQWULHV�

3URFHVV� FKDQJH� LV� UHGXFLQJ� ODERXU� UHTXLUHPHQWV�� )RU� H[DPSOH�� LQ� WKH� IRXQGU\� VHFWRU�� ROGHU

FXSROD� IXUQDFHV� UHTXLUH�PRUH� ODERXU� WKDQ�QHZ�HOHFWULF� LQGXFWLRQ� IXUQDFHV��3URFHVV�FKDQJH� LV

DOVR�UHGXFLQJ�VNLOO�UHTXLUHPHQWV��)RU�H[DPSOH��FKDUJLQJ�D�FXSROD�LV�PRUH�VNLOOHG�WKDQ�FKDUJLQJ

DQ�HOHFWULF� LQGXFWLRQ� IXUQDFH�EHFDXVH� LW� LV�QHFHVVDU\� WR�PDNH� � MXGJHPHQWV� DERXW� FRPEXVWLRQ

FRQGLWLRQV� HWF��$W� WKH� VDPH� WLPH�� WKH� VZLWFK� DZD\� IURP� WUDGLWLRQDO� JUHHQVDQG�PRXOGLQJ� KDV

EHHQ�UHGXFLQJ�VNLOO�UHTXLUHPHQWV�EHFDXVH�RI� LQFUHDVHG�DXWRPDWLRQ�DQG�EHFDXVH�FKHPLFDO�VDQG

LV� HDVLHU� WR� KDQGOH�� ,Q� JHQHUDO�� RSHUDWLRQDO� FKDQJHV� ZKLFK� PDNH� WKH� IRXQGU\� LQGXVWU\� PRUH

FRPSHWLWLYH� ZLOO� VLPXOWDQHRXVO\�� D�� UHGXFH� ODERXU� UHTXLUHPHQWV�� E�� LPSURYH� HQYLURQPHQWDO

SHUIRUPDQFH��DQG�F��UHGXFH�VNLOO�UHTXLUHPHQWV�

��� (PSOR\PHQW�,PSOLFDWLRQV�RI�&KDQJHV�LQ�3XUFKDVH�3DWWHUQV

7KH� JUHDWHVW� LPSDFW� RQ� HPSOR\PHQW� DVVRFLDWHG� ZLWK� HQG�RI�SLSH� SROOXWLRQ� DEDWHPHQW� DQG

SURFHVV� FKDQJHV� ZLOO� EH� IHOW� LQ� WKH� LQGXVWULHV� WKDW� VXSSO\� HTXLSPHQW�� 1HYHUWKHOHVV�� WKH

HPSOR\PHQW�LPSOLFDWLRQV��HYHQ�LQ�WKH�IRXQGU\�LQGXVWU\��DUH�OLNHO\�WR�EH�VPDOO��)RU�H[DPSOH��WKH

HPSOR\PHQW� FUHDWHG� RU� VXVWDLQHG� DV� D� UHVXOW� RI� LQVWDOOLQJ� EDJ� ILOWHUV� RQ� WKH� 8.¶V� VWRFN� RI

FXSROD�IXUQDFHV�VWRFN�LV�OLNHO\�WR�EH�EHWZHHQ���������MRE�\HDUV�LQ���������DQG�D�IXUWKHU�����

���� MRE� \HDUV� LQ� ����������� 7KLV� PXVW� EH� EDODQFHG� DJDLQVW� WKH� KLJKO\� XQFHUWDLQ� QHJDWLYH

HPSOR\PHQW�HIIHFWV�RI�VRPH�IRXQGULHV�FORVLQJ�
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���� 2WKHU�)DFWRUV

����� &RQVHTXHQFHV�RI�GLIIHUHQW�UHJXODWRU\�UHJLPHV

7KH�HQYLURQPHQWDO�SURILOH�RI� WKH�%DVTXH�IRXQGU\�LQGXVWU\�LV�FXUUHQWO\�VXSHULRU� WR� WKDW�RI� WKH

8.� IRXQGU\� LQGXVWU\� GXH� WR� WKH� GRPLQDQFH� RI� HOHFWULF� LQGXFWLRQ�PHOWLQJ��7KLV� VLWXDWLRQ�ZLOO

FKDQJH�DV�LQFUHDVLQJ�QXPEHUV�RI�IRXQGULHV�XSJUDGH�WKHLU�SURFHVVHV�WR�DFKLHYH�FRPSOLDQFH�ZLWK

OHJLVODWLRQ�� 7KH� HQYLURQPHQWDO� SHUIRUPDQFH� RI� WKH� 8.� IRXQGU\� LQGXVWU\� ZLOO� WKHQ� EHFRPH

VXSHULRU� WR� WKDW� RI� WKH� %DVTXH� FRXQWU\�� (QYLURQPHQWDO� SUHVVXUH� KDV� QRW� EHHQ� DQ� LPSRUWDQW

IDFWRU� LQ� GHWHUPLQLQJ� WKH� FKRLFH� RI� PHOWLQJ� WHFKQRORJ\�� (OHFWULFLW\� SULFHV� KDYH� KLVWRULFDOO\

IDYRXUHG�HOHFWULF�PHOWLQJ�LQ�WKH�%DVTXH�UHJLRQ�

)RXQGULHV�LQ�WKH�%DVTXH�UHJLRQ�KDYH�XQGRXEWHGO\�EHQHILWHG�ILQDQFLDOO\�IURP�WKH�ZHDN�WR�QRQ�

H[LVWHQW� HQIRUFHPHQW� RI� HQYLURQPHQWDO� UXOHV��0DQ\�%DVTXH� IRXQGULHV�ZLWK� ODUJH� FXSRODV� DUH

H[FHHGLQJ�HPLVVLRQV�OLPLWV��6RPH�KDYH�QR�DUUHVWPHQW�HTXLSPHQW�DW�DOO��,I�HPLVVLRQV�OLPLWV�ZHUH

HQIRUFHG�WKHQ�WKHVH�IHZ�IRXQGULHV�ZRXOG�LQFXU�FRVWV�

,Q�WKH�%DVTXH�FRXQWU\�WKHUH�VHHPV�WR�EH�DQ�LPSOLFLW�FRQVLGHUDWLRQ�RI�WKH�HQYLURQPHQWDO�LPSDFW

RI�D�IRXQGU\�LQ�UHODWLRQ�WR� LWV� ORFDWLRQ��)RXQGULHV�ZKLFK�DUH�QRW�D�QXLVDQFH�WR�SHRSOH�DUH�QRW

XQGHU� HQYLURQPHQWDO� SUHVVXUH�� ,Q� WKH� 8.� IRXQGULHV� ZLOO� EH� VXEMHFWHG� WR� WKH� VDPH

HQYLURQPHQWDO�SUHVVXUH�UHJDUGOHVV�RI�ORFDWLRQ�

7KH� 8.� IRXQGU\� LQGXVWU\� ZDV� WKH� RQO\� VHFWRU� WR� EH� SURIRXQGO\� DIIHFWHG� E\� UHJXODWRU\

HQYLURQPHQWDO�SUHVVXUH��7KH�LQYHVWPHQW�UHTXLUHG�IRU�DEDWHPHQW�HTXLSPHQW�IRU�FXSRODV�DORQH�LV

LQ� WKH� RUGHU� RI� EHWZHHQ� ���� DQG� ��� PLOOLRQ�� 7KLV� UHSUHVHQWV� EHWZHHQ� ���� �� ����� RI� WKH

IHUURXV� IRXQGU\� LQGXVWU\
V� SODQW� DQG�PDFKLQHU\� DFTXLVLWLRQ� H[SHQGLWXUH� IRU� ������ DQG� ���� �

�����RI�WKH�LQGXVWULHV�WRWDO�QHW�FDSLWDO�H[SHQGLWXUH�
��

8QOLNH�RWKHU�LQYHVWPHQWV��EDJ�ILOWHUV�IRU�FXSRODV�ZLOO�EULQJ�QR�UHWXUQV��RWKHU�WKDQ�DOORZLQJ�WKH

IRXQGU\� WR� FRQWLQXH� WR� RSHUDWH��0RYLQJ� WR� HOHFWULF�PHOWLQJ� DQG� DYRLGLQJ� WKH� FRVWV� RI� D� EDJ

ILOWHU� FRXOG� EULQJ� UHWXUQV� IRU� IRXQGULHV� DEOH� WR� EHQHILW� IURP� WKH� RWKHU� DGYDQWDJHV� DVVRFLDWHG

ZLWK� HOHFWULF� PHOWLQJ�� L�H�� MREELQJ� IRXQGULHV� ZLWK� D� GHPDQG� IRU� PHWDO� PHOWHG� LQ� EDWFKHV�� RU

IRXQGULHV�HQWHULQJ�KLJKHU�YDOXH�DGGHG�PDUNHWV� IRU� VSHFLDOLVW� DOOR\� FDVWLQJV��+RZHYHU� IRU� WKH

PDMRULW\�RI�8.�JUH\�LURQ�IRXQGULHV�HOHFWULF�PHOWLQJ�GRHV�QRW�RIIHU�RSHUDWLRQDO�DGYDQWDJHV�DQG

FXSROD�PHOWLQJ�LV�FKHDSHU�WKDQ�HOHFWULF�PHOWLQJ��HYHQ�DIWHU�LQYHVWLQJ�LQ�D�EDJ�ILOWHU�

(QYLURQPHQWDO�SUHVVXUH�RQ�%DVTXH�DXWRPRWLYH�FRPSRQHQW�FRPSDQLHV�KDV� EHFRPH� LPSRUWDQW

VLQFH� GLUHFW� GLVFKDUJH� RI� OLTXLG�ZDVWHV� WR� ULYHUV� KDV� VWRSSHG�� )LUPVPXVW� QRZ� SD\� IRU�ZDVWH

GLVSRVDO��EXW�WKH�LPSDFW�RI�GLVSRVDO�FRVWV�LV�QRW�VLJQLILFDQW�LQ�FRPSDULVRQ�ZLWK�RWKHU�FRVWV�

3ROLFLHV� LQ� ERWK� FRXQWULHV� DUH� GHVLJQHG� WR� DOORZ� ILUPV� DQ� RSSRUWXQLW\� WR� DGDSW� WR� KLJKHU

GHPDQGV� LQ� WHUPV� RI� HQYLURQPHQWDO� SHUIRUPDQFH�� 7KH� 8.� KDV� XVHG� D� ILYH�\HDU� UHJXODWRU\

WLPHWDEOH� WR� DOORZ� SODQWV� DQ� RSSRUWXQLW\� WR� FRPSO\� ZLWK� KLJKHU� VWDQGDUGV�� 7KLV� KDV� EHHQ

EDFNHG�E\�LQIRUPDWLRQ�GLVVHPLQDWLRQ�GHPRQVWUDWLRQ�PHDVXUHV�SURYLGLQJ�WDQJLEOH�DVVLVWDQFH�WR

ILUPV�� 6SDLQ� KDV� FKRVHQ� � PRUH� GLUHFW� VXSSRUW� IRU� HQYLURQPHQWDO� WHFKQRORJ\� UHIOHFWLQJ� WKH

SRRUHU�HFRQRPLF�SHUIRUPDQFH� DQG� WKH� UHFHQW� UHPRYDO� RI� WDULII� SURWHFWLRQ��7KHVH� GLIIHUHQFHV

UHIOHFW�GLIIHUHQFHV�LQ�QDWLRQDO�FLUFXPVWDQFH�DV�ZHOO�DV�HFRQRPLF�SROLF\�FXOWXUH�

�����������������������������������������������

�� &DOFXODWHG�E\�GLYLGLQJ�WKHVH�H[SHQGLWXUHV�E\�WKRVH�JLYHQ�LQ�WDEOH��
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����� &RPSHWLWLYHQHVV

,W�KDV�EHHQ�VXJJHVWHG� WKDW�PRUH�FRPSHWLWLYH� ILUPV�ZLOO�EH�EHWWHU�DEOH� WR�PDNH� WKH� QHFHVVDU\

LQYHVWPHQWV� WR� LPSURYH� HQYLURQPHQWDO� SHUIRUPDQFH�� &RPSDQLHV� DQG� VHFWRUV� ZKLFK� SUR�

DFWLYHO\� SXUVXH� KLJKHU� VWDQGDUGV� RI� HQYLURQPHQWDO� SHUIRUPDQFH� DQG� PDQDJHPHQW� ZRXOG

WKHUHIRUH�SURYH�PRUH� UHVLOLHQW� WR�HQYLURQPHQWDO�SUHVVXUHV�ZKLFK�GR�DULVH�� ,I� WKLV� LV� WKH� FDVH�

DWWHQWLRQ� WR� HQYLURQPHQWDO�PDWWHUV� FDQ� EH� VDLG� WR� SURWHFW� UDWKHU� WKDQ� WKUHDWHQ� HPSOR\PHQW�

7KH�HPSLULFDO�ZRUN�KDV�SURYLGHG�ZHDN�HYLGHQFH�IRU�WKLV�K\SRWKHVLV�

• FRPSDULQJ� DFURVV� UHJLRQV�� ILUPV� ZKLFK� KDYH� GLUHFWHG� PRUH� DWWHQWLRQ� WR� HQYLURQPHQWDO

SHUIRUPDQFH�DQG�WHQG�WR�EH�PRUH�SURILWDEOH�

• ILUPV�ZKLFK�KDYH�SDLG�PRUH�DWWHQWLRQ�WR�TXDOLW\�DSSHDU�DOVR�WR�KDYH�EHHQ�PRUH�SURILWDEOH�

)LUPV� ZKLFK� KDYH� VRXJKW� TXDOLW\� FHUWLILFDWLRQ� DUH� PRUH� OLNHO\� WR� VHHN� WR� DGRSW

HQYLURQPHQWDO�PDQDJHPHQW�VWDQGDUGV�

����� 3URGXFWLYLW\�GLIIHUHQFHV

,W�KDV�EHHQ�DOPRVW� LPSRVVLEOH� WR� GUDZ�PHDQLQJIXO� FRQFOXVLRQV� IURP� FRPSDULQJ� SURGXFWLYLW\�

HLWKHU�DFURVV�RU�ZLWKLQ�UHJLRQV�DQG�VHFWRUV��7KLV� LV�DOZD\V�OLNHO\�WR�EH�WKH�FDVH�ZKHUH�RXWSXW

KHWHURJHQHRXV�
��
� $Q� DWWHPSW� ZDV� PDGH� WR� PDWFK� IRXQGULHV� LQ� WKH� :HVW� 0LGODQGV� DQG� WKH

%DVTXH� FRXQWU\� WR� IDFLOLWDWH� DQ\� FRPSDULVRQV� LQ� SK\VLFDO� SURGXFWLYLW\�� /DERXU� SURGXFWLYLW\

GDWD�FRXOG�QRW�EH�REWDLQHG�LQ�WKH�%DVTXH�&RXQWU\�

$SDUW�IURP�WKH�IHUURXV�QRQ�IHUURXV�GLVWLQFWLRQ��WKHUH�ZHUH�GLIIHUHQFHV�LQ�SK\VLFDO�SURGXFWLYLW\

EHWZHHQ� IRXQGULHV�SURGXFLQJ� IHUURXV�FDVWLQJV��7KH� WRQQDJH�SHU�KHDG�YDULHG�EHWZHHQ� ��� DQG

���� DPRQJVW� WKH� :HVW� 0LGODQGV� IHUURXV� IRXQGULHV� LQWHUYLHZHG� �7DEOH� ������ (YHQ� DW� WKH

DJJUHJDWH� OHYHO�� SK\VLFDO� SURGXFWLYLW\� YDULHV� UHJLRQDOO\�� IURP� ��� WRQQHV� SHU� KHDG� LQ� WKH

1RUWKHUQ� UHJLRQ�FRPSDUHG�ZLWK���� WRQQHV�SHU�KHDG�DYHUDJH� IRU� WKH�(DVW�0LGODQGV�DQG�(DVW

$QJOLD�UHJLRQV�
��

,W� LV� GLIILFXOW� WR� H[SODLQ� WKH� ZLGH� UDQJH� LQ� SK\VLFDO� SURGXFWLYLW\�� 7KH� IRXQGULHV� ZKLFK� DUH

EHOLHYHG� WR� EH� JRRG�PDWFKHV� DUH� VKDGHG� LQ� 7DEOH� ����� 7KHUH� DUH� WKUHH� FDVHV�ZKHUH� WKHUH� LV

EHOLHYHG� WR� EH� D� JRRG�PDWFK� DQG� GDWD� LV� DYDLODEOH� IRU� WKH� ERWK� %DVTXH� DQG�:HVW�0LGODQGV

IRXQGULHV��,Q�HDFK�RI� WKHVH�WKUHH�FDVHV�� WKH�%DVTXH�IRXQGULHV�DSSHDU� WR�KDYH�JUHDWHU�SK\VLFDO

SURGXFWLYLW\�

3RVVLEOH�H[SODQDWLRQV�IRU�YDULDWLRQ�LQ�SK\VLFDO�SURGXFWLYLW\�GLIIHUHQFHV�LQ�IRXQGULHV�EHOLHYHG�WR

EH�JRRG�PDWFKHV�

z 7KH� SK\VLFDO� SURGXFWLYLW\� YDULHV� FRQVLGHUDEO\� EHWZHHQ� 39�)�� DQG� :0�)��� 7KLV� LV

SUREDEO\�H[SODLQHG�E\�WKH�IDFW�WKDW�:0�)��SURGXFHV�ERWK�YHU\�ODUJH�FDVWLQJV�DQG�YHU\

VPDOO� FDVWLQJV�� ZKHUHDV� WKH� VL]H� UDQJH� RI� WKH� FDVWLQJV� SURGXFHG� E\� 39�)�� LV� PXFK

QDUURZHU�

�����������������������������������������������

�� -�(�%LUQLH��%ULWLVK�,ULVK�3URGXFWLYLW\�'LIIHUHQFHV�����V�����V��52,�DQG�8.�/DERXU�3URGXFWLYLW\�/HYHOV�LQ

WKH�,QGXVWULDO�6HFWRUV��0DUFK������
�� %XVLQHVV� 0RQLWRU� 326� ��� $QQXDO� ,URQ� &DVWLQJV� ,QTXLU\� ����� %HQFKPDUN�� 6XSSOHPHQWDU\� 5HVXOWV�

*RYHUQPHQW�6WDWLVWLFDO�6HUYLFH��+062�������
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z :0�)��DQG�39�)��DUH�D�JRRG�PDWFK��DQG�WKHLU�SK\VLFDO�SURGXFWLYLW\�LV�VLPLODU�

z :0�)�� DQG� 39�)�� DUH� D� JRRG�PDWFK� LQ� PDQ\� UHVSHFWV� DQG� WKH� ODUJH� GLIIHUHQFH� LQ

SURGXFWLYLW\� LV�VXUSULVLQJ��%RWK�IRXQGULHV�SURGXFH�YHU\�ODUJH�FDVWLQJV�� DOWKRXJK� WKRVH

SURGXFHG�DW�39�)��DUH�XS� WR���� WRQQHV�ZKLOH� WKH�PD[LPXP�DW�:0�)�� LV�RQO\� HLJKW

WRQQHV�

7KLV� YDULDELOLW\� LQ� SK\VLFDO� SURGXFWLYLW\� EHWZHHQ� VXJJHVWV� WKDW� PDWFKHG� SDLU� SURGXFWLYLW\

FRPSDULVRQV�DUH�QRW�DQ�DSSURSULDWH�PHWKRGRORJ\�IRU�DSSOLFDWLRQ�LQ�WKLV�VHFWRU�

7$%/(������',))(5(1&(6�,1�3+<6,&$/�352'8&7,9,7<��)281'5,(6

)RXQGU\ :0�)� :0�)� :0�)� :0�)� :0�)� :0�)� :0�)� :0�)� :0�)� :0�)��

(PSOR\HHV ��� ��� ��� ��� ��� �� �� ��� ��� ���

7RQQDJH ����� ����� ��� ���� ��� ���� ���� ����

7RQQDJH��

HPSOR\HH

�� ��� � �� �� �� �� �

)RXQGU\ 39�)� 39�)� 39�)� 39�)� 39�)� 39�)� 39�)� 39�)� 39�)� 39�)��

(PSOR\HHV ��� ��� � ��� �� � ��� ��� �

7RQQDJH ������ � ���� ����� ���� ����� � ���� ����

7RQQDJH��

HPSOR\HH

� � � �� �� ��� � �� � �

��� )XUWKHU�UHVHDUFK

7ZR�SRVVLEOH�OLQHV�RI�IXWXUH�UHVHDUFK�DUH�VXJJHVWHG�E\�WKLV�VWXG\�

• LW�ZRXOG�EH�LQWHUHVWLQJ�WR�FRQGXFW�D�IROORZ�LQ�RUGHU�XS�VWXG\�RQ�WKH�8.�IRXQGU\�LQGXVWU\

WR�LQYHVWLJDWH�WKH�DFWXDO�UHVSRQVH�RI�IRXQGULHV�WR�HQYLURQPHQWDO�UXOHV��7KLV�FRXOG�LQFOXGH�D

VWDWLVWLFDO� DQDO\VLV� RI� IRXQGU\� HPSOR\PHQW� DQG� RXWSXW� DQG�RU� UHSHDW� LQWHUYLHZV� ZLWK� WKH

ILUPV�FRYHUHG�LQ�WKLV�VWXG\�

• PDQ\� IRXQGULHV� LQ� WKH� 8.� DUH� ZLQQLQJ� FRQWUDFWV� WKDW� ZHUH� IRUPHUO\� KHOG� E\� *HUPDQ

IRXQGULHV��7KH�*HUPDQ�IRXQGU\�LQGXVWU\�KDV�EHHQ�VXEMHFW�WR�HQYLURQPHQWDO�SUHVVXUH�IRU�D

JUHDWHU�SHULRG�RI�WLPH��,W�ZRXOG�EH�XVHIXO�WR�LQYHVWLJDWH�WKH�GHJUHH�WR�ZKLFK�HQYLURQPHQWDO

SUHVVXUH�ZHUH�FRQWULEXWLQJ�LQ�DQ\�ZD\�WR�WKH�DSSDUHQW�QRQ�FRPSHWLWLYHQHVV�RI�WKH�*HUPDQ

IRXQGU\�LQGXVWU\�DW�SUHVHQW�


