
�

16&$�UHVSRQVH�WR�WKH�FRQVXOWDWLRQ�RQ�WKH�UHYLHZ�RI�WKH�DLU�TXDOLW\�VWUDWHJ\�

�
7KH�1DWLRQDO�6RFLHW\�IRU�&OHDQ�$LU�DQG�(QYLURQPHQWDO�3URWHFWLRQ��16&$��EULQJV�WRJHWKHU�
RUJDQLVDWLRQV�DFURVV�WKH�SXEOLF��SULYDWH�DQG�YROXQWDU\�VHFWRUV�WR�SURPRWH�D�EDODQFHG�DQG�
LQQRYDWLYH�DSSURDFK�WR�XQGHUVWDQGLQJ�DQG�VROYLQJ�HQYLURQPHQWDO�SUREOHPV��:H�DUH�D�
UHJLVWHUHG�FKDULW\�ZLWK�RYHU�����\HDUV�H[SHULHQFH�RI�SROLF\�IRUPXODWLRQ��HQYLURQPHQWDO�
FDPSDLJQLQJ��SXEOLF�LQIRUPDWLRQ�SURYLVLRQ�DQG�SURGXFWLRQ�RI�HGXFDWLRQDO�UHVRXUFHV��:H�DUH�
DFWLYH�LQ�WKH�ILHOGV�RI�FOLPDWH�FKDQJH��DLU�TXDOLW\��QRLVH��ODQG�TXDOLW\��ORFDO�HQYLURQPHQW�
PDQDJHPHQW��DQG�LQGXVWULDO�UHJXODWLRQ��ZZZ�QVFD�RUJ�XN���

16&$�ZHOFRPHV�WKH�RSSRUWXQLW\�WR�FRPPHQW�RQ�WKH�UHVXOWV�RI�WKH�*RYHUQPHQW¶V�UHYLHZ�RI�WKH�
$LU�4XDOLW\�6WUDWHJ\��:H�DUH�JUDWLILHG�WKDW�WKH�UHYLHZ�LV�PRUH�DFWLRQ�RULHQWDWHG�WKDQ�SUHYLRXV�
LWHUDWLRQV��7KH�GHWDLOHG�DVVHVVPHQW�RI�DLU�TXDOLW\�WUHQGV��EDVHOLQH�SUHGLFWLRQV�DQG�IXWXUH�
PHDVXUHV�LV�D�FRQVLGHUDEOH�WHFKQLFDO�DFKLHYHPHQW�DQG�SURYLGHV�D�VWURQJ�HYLGHQFH�EDVH��ZKLFK�
KLJKOLJKWV�ERWK�WKH�RQJRLQJ�DQG�VHULRXV�LPSDFWV�RI�DLU�SROOXWLRQ��DQG�DOVR�RSSRUWXQLWLHV�IRU�FRVW�
HIIHFWLYH�DFWLRQ�LQ�UHVSRQVH��7KH�LQQRYDWLYH�SURSRVDO�IRU�WKH�LQWURGXFWLRQ�RI�DQ�H[SRVXUH�
UHGXFWLRQ�UHJLPH�IRU�30����LV�YHU\�ZHOFRPH��DV�DUH�WKH�WHQWDWLYH�VWHSV�PDGH�RQ�LQWHJUDWLRQ�RI�
VXFK�LVVXHV�DV�FOLPDWH�FKDQJH��DQG�DFURVV�VHFWRUV�VXFK�DV�WUDQVSRUW��DYLDWLRQ�DQG�DJULFXOWXUH��
7KH�FRQVLGHUDWLRQ�RI�HFRV\VWHPV�DQG�LPSDFWV�RQ�YHJHWDWLRQ�LV�LPSRUWDQW�DV�ZHOO���'HIUD�KDYH�
VKRZQ�FRPPHQGDEOH�FRPPLWPHQW�WR�SDUWLFLSDWLRQ�DQG�VWDNHKROGHU�HQJDJHPHQW�WKURXJKRXW�WKH�
UHYLHZ�SURFHVV�DQG�WKH�WUDQVSDUHQF\�DQG�RSHQQHVV��E\�ZKLFK�WKH�SURFHVV�KDV�EHHQ�SXUVXHG��LV�
YHU\�ZHOFRPH�������

16&$�UHPDLQ�GHHSO\�FRQFHUQHG�E\�WKH�LPSDFWV�RI�DLU�SROOXWLRQ�DFURVV�DOO�VHFWRUV�RI�WKH�
SRSXODWLRQ��DQG�SDUWLFXODUO\�IRU�PRUH�VHQVLWLYH�LQGLYLGXDOV�DQG�IRU�WKRVH�ZKR�KDYH�QR�FKRLFH�
EXW�WR�OLYH�DQG�ZRUN�LQ�DUHDV�ZKHUH�SROOXWLRQ�OHYHOV�DUH�KLJKHVW��(FRV\VWHP�LPSDFWV�QHHG�WR�EH�
WDNHQ�VHULRXVO\�DV�ZHOO�ZLWK��IRU�H[DPSOH��RYHU�KDOI�RI�WKH�8.¶V�VHQVLWLYH�KDELWDWV�SUHGLFWHG�WR�
H[SHULHQFH�H[FHVVLYH�QXWULHQW�ORDGV��HYHQ�E\�������:H�EHOLHYH�WKDW�WKH�VXSSRUWHG�PHDVXUHV�
SURSRVHG�LQ�WKH�UHYLHZ�FDQ�EULQJ�LPSRUWDQW�EHQHILWV��EXW�DUH�GLVDSSRLQWHG�E\�WKH�UHODWLYHO\�
OLPLWHG�VFRSH�RI�WKHVH�SURSRVDOV��:H�EHOLHYH�WKDW�PXFK�PRUH�FDQ�EH�DFKLHYHG��

$LU�TXDOLW\�LV�D�PDWXUH�SROLF\�ILHOG��0DQ\�LPSURYHPHQWV�KDYH�EHHQ�PDGH�RYHU�WKH�\HDUV�\HW�
PXFK�ZRUN�UHPDLQV��&RQWLQXHG�EHQHILWV�YLD�WUDGLWLRQDO�DSSURDFKHV�DUH�SURJUHVVLYHO\�PRUH�
GLIILFXOW�WR�DFKLHYH��&RQVHTXHQWO\��VWURQJ�UHVROYH�LV�UHTXLUHG�E\�JRYHUQPHQW�WR�PDLQWDLQ�WKH�
SUHVVXUH�DQG�GULYH�IXUWKHU�LPSURYHPHQW�WR�WKH�DWPRVSKHULF�HQYLURQPHQW��7UDGLWLRQDO�WHFKQLFDO�
PHDVXUHV�FDQ�VWLOO�GHOLYHU�LPSRUWDQW�FRVW�HIIHFWLYH�EHQHILWV��,Q�DGGLWLRQ�PRUH�LQQRYDWLYH�DFWLRQ�
LV�UHTXLUHG��WR�VWLPXODWH�ERWK�V\VWHP�WUDQVIRUPDWLRQ�DQG�EHKDYLRXU�FKDQJH��:H�ZRXOG�OLNH�WR�
VHH�'HIUD�WDNH�D�PRUH�SURDFWLYH�GHYHORSPHQW�UROH��ZLWK�UHJDUGV�WR�PLWLJDWLRQ�DQG�PHDVXUHV��

,W�LV�DOVR�YLWDO�WR�KDYH�VWURQJ�REMHFWLYHV�LQ�SODFH��,W�LV�LPSRUWDQW�WKDW�ZH�UHWDLQ�H[LVWLQJ�DLU�
TXDOLW\�REMHFWLYHV�DQG�WKDW�JRYHUQPHQW�VHWV�RXW�FOHDUO\�ZLWKLQ�WKH�ILQDO�VWUDWHJ\��ZKHQ�WKHVH�
ZLOO�EH�DFKLHYHG�DQG�E\�ZKDW�PHDVXUHV��7KH�H[SRVXUH�UHGXFWLRQ�DSSURDFK�LV�D�XVHIXO�SURSRVDO��
EXW�ZLOO�RQO\�ZRUN�LI�LW�LV�DPELWLRXV�DQG�ELQGLQJ��7KH�8.�LV�ZHOO�SODFHG�WR�OHDG�(XURSH�E\�KHOSLQJ�
WR�GHPRQVWUDWH�MXVW�KRZ�HIIHFWLYH�WKLV�PHFKDQLVP�FDQ�EH��

2YHUDOO��WKH�UHYLHZ�FRQWULEXWHV�ZHOO�WR�WKH�GHEDWH��SURYLGLQJ�D�XVHIXO�HYLGHQFH�EDVH�DQG�QHZ�
SURSRVDOV���)ROORZLQJ�WKH�FRQVXOWDWLRQ��D�PRUH�FRPSUHKHQVLYH�DQG�VWUDWHJLF�VWDWHPHQW�RI�
JRYHUQPHQW�SROLF\�DQG�IXWXUH�LQWHQW�LV�UHTXLUHG�LQ�WKH�IRUP�RI�D�IXOO�VWUDWHJ\�GRFXPHQW����

,Q�SDUWLFXODU��ZH�VXJJHVW�WKDW�WKLV�LQFOXGHV�FRPPLWPHQW�WR�D�ORQJ�WHUP�YLVLRQ�IRU�8.�DLU�
TXDOLW\��D�PRUH�GHWDLOHG�WUHDWPHQW�RI�LPSRUWDQW�SROLF\�OLQNDJHV��H�J��ZLWK�FOLPDWH�FKDQJH��DQG�
JUHDWHU�HPSKDVLV�RQ�VHFWRUDO�LQIOXHQFH�DQG�DFWLRQ��H�J��WUDQVSRUW��DYLDWLRQ��DJULFXOWXUH�DQG�
SODQQLQJ���7KH�VWUDWHJ\�QHHGV�DOVR�WR�UHFRJQLVH�DQG�JLYH�JUHDWHU�VXSSRUW�WR�DFWLRQ�DW�ORFDO�DQG�
UHJLRQDO�OHYHOV��)LQDOO\��LW�QHHGV�WR�LGHQWLI\�PRUH�FRQFUHWH�DFWLRQ��IRU�H[DPSOH�H[SOLFLW�
LPSOHPHQWDWLRQ�PHFKDQLVPV��IRU�WKH�VXSSRUWHG�PHDVXUHV��,W�LV��SHUKDSV��D�VKDPH�WKDW�WKHVH�
YDULHG�FRQVLGHUDWLRQV�ZHUH�QRW�DGGUHVVHG�PRUH�IXOO\�XQGHU�WKH�SUHVHQW�FRQVXOWDWLRQ��
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2XU�IXOO�UHVSRQVH�LGHQWLILHV�D�QXPEHU�RI�VSHFLILF�UHFRPPHQGDWLRQV��7KHVH�DUH�KLJKOLJKWHG�
WKURXJK�WKH�WH[W�DQG�DOVR�OLVWHG�WRJHWKHU�RQ�SDJHV����DQG�����6XJJHVWLRQV�LQFOXGH��

�� 5HWDLQ�H[LVWLQJ�DLU�TXDOLW\�REMHFWLYHV�DQG�IRU�WKH�JRYHUQPHQW�WR�VHW�RXW�FOHDUO\�ZLWKLQ�
WKH�VWUDWHJ\��ZKHQ�WKHVH�ZLOO�EH�DFKLHYHG�DQG�E\�ZKDW�PHDVXUHV��

�� 6XSSRUW�IRU�DQ�DPELWLRXV�DQG�ELQGLQJ�30����H[SRVXUH�UHGXFWLRQ�IUDPHZRUN�IRU�WKH�8.��
VHWWLQJ�D���XJP���H[SRVXUH�FDS��WR�EH�DFKLHYHG�E\�������DQG�D�����UHGXFWLRQ�
REMHFWLYH�IRU��������

�� 3URSRVDO�WR�XSGDWH�UHOHYDQW�JXLGDQFH��H�J��336�����WR�HQVXUH�WKDW�UHGXFLQJ�SRSXODWLRQ�
H[SRVXUH�WR�SDUWLFOH�SROOXWLRQ�SURYLGHV�D�VWURQJ�GULYHU�DW�ORFDO�DQG�UHJLRQDO�OHYHOV��

�� 6XSSRUW�IRU�DQ�H[SDQGHG�OLVW�RI�PHDVXUHV��LQFOXGLQJ�ERWK�WHFKQLFDO�DQG�QRQ�WHFKQLFDO�
RSWLRQV���

�� *UHDWHU�UHFRJQLWLRQ�RI�DQG�FRPPLWPHQW�WR�WKH�ORFDO�DQG�UHJLRQDO�FRQWULEXWLRQ�WR�
PDQDJLQJ�DLU�TXDOLW\�WKURXJK�WKH�ILQDO�VWUDWHJ\��FRPELQHG�ZLWK�D�VWURQJHU�UROH�IRU�
FHQWUDO�JRYHUQPHQW�LQ�HQVXULQJ�WKDW�NH\�VFKHPHV�DQG�LQLWLDWLYHV�JDLQ�SROLWLFDO�VXSSRUW�
DQG�DUH�DGHTXDWHO\�UHVRXUFHG��

�� $�PRUH�YLJRURXV�DSSURDFK�WR�OLQNLQJ�XS�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH�DW�ORFDO��UHJLRQDO�
DQG�QDWLRQDO�OHYHO��

�� 0RUH�VXEVWDQWLDO�FRPPLWPHQWV�RQ�SURWHFWLQJ�HFRV\VWHPV�DQG�UHGXFLQJ�DJULFXOWXUDO�
HPLVVLRQV��VXSSRUWHG�E\�WKH�VHWWLQJ�XS�RI�D�µWHUUHVWULDO�HIIHFWV¶�QHWZRUN��WR�PRQLWRU�
LPSDFWV�DQG�FKDUW�SURJUHVV��

�
:H�DSSUHFLDWH�WKH�RSSRUWXQLW\�WR�WDNH�SDUW�LQ�WKLV�FRQVXOWDWLRQ�DQG�KRSH�WKDW�RXU�FRPPHQWV�
DUH�ERWK�KHOSIXO�DQG�FRQVWUXFWLYH��4XHVWLRQV�RU�FRPPHQWV�VKRXOG�EH�GLUHFWHG�WR�5RE�3LOOLQJ�
�16&$���E\�WHOHSKRQH�����������������RU�E\�HPDLO��53LOOLQJ#QVFD�RUJ�XN��

�

16&$����WK�-XO\������

�

�

�
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'HWDLOHG�5HVSRQVH�WR�&RQVXOWDWLRQ�4XHVWLRQV�

3OHDVH�1RWH��7KH�ILUVW�GLJLW�RI�TXHVWLRQ�QXPEHU�UHIHUV�WR�WKH�FKDSWHU��LQ�ZKLFK�LW�DSSHDUV�LQ�WKH�
FRQVXOWDWLRQ�GRFXPHQW��7KH�VHFRQG�GLJLW�KDV�EHHQ�DGGHG�VHTXHQWLDOO\�DV�DQ�DLG�IRU�UHIHUHQFH��
�

4����9LVLRQ�DQG�6FRSH��&KDSWHU����S����
$UH�\RX�VDWLVILHG�ZLWK�WKH�VFRSH�DQG�YLVLRQ�IRU�WKLV�UHYLHZ�VXPPDULVHG�LQ�&KDSWHU��"���
,I�QRW��ZKDW�LPSURYHPHQW�ZRXOG�\RX�OLNH�WR�VHH��

7KH�UHYLHZ�LGHQWLILHV�WKUHH�DLPV�IRU�WKH�$LU�4XDOLW\�6WUDWHJ\��&KLHIO\��WR�PDS�RXW�FXUUHQW�DQG�
IXWXUH�$4�SROLF\��SURYLGH�EHVW�SUDFWLFDEOH�KHDOWK�DQG�HQYLURQPHQW�SURWHFWLRQ�DQG�GHVFULEH�WKH�
DLU�SROOXWLRQ�FOLPDWH�LQ�WKH�8.��7KHVH�DUH�DSSURSULDWH�DQG�SURYLGH�D�FOHDU�IUDPH�RI�UHIHUHQFH��
7KH�DGGHG�IRFXV�RQ�HYLGHQFH�	�LQQRYDWLRQ�DQG�KRUL]RQ�VFDQQLQJ�DGG�IXUWKHU�LPSRUWDQW�
GLPHQVLRQV��

5HFRPPHQGDWLRQ����7KH�UHYLHZ�GRFXPHQW�LV�DQ�LPSRUWDQW�FRQWULEXWLRQ��SURYLGLQJ�D�XVHIXO�
HYLGHQFH�EDVH�DQG�LPSRUWDQW�SURSRVDOV��)ROORZLQJ�WKH�FRQVXOWDWLRQ��D�PRUH�FRPSUHKHQVLYH�DQG�
VWUDWHJLF�VWDWHPHQW�RI�JRYHUQPHQW�SROLF\�DQG�IXWXUH�LQWHQW�LV�UHTXLUHG��UHSODFLQJ�WKH�H[LVWLQJ�
DLU�TXDOLW\�VWUDWHJ\��UHFRPPHQGDWLRQV�����HODERUDWH�IXUWKHU����
�

1HHG�IRU�D�GULYLQJ�YLVLRQ�IRU�DLU�TXDOLW\�LQ�WKH�8.�

7KH�$46�VKRXOG�SURYLGH�D�FRKHUHQW�DQG�FKDOOHQJLQJ�ORQJ�WHUP�YLVLRQ�IRU�DLU�TXDOLW\�LQ�WKH�8.��
:H� IHHO� WKDW� WKLV� LV� ODFNLQJ� IURP�WKH�UHYLHZ��7KH�GRFXPHQW�DOVR� IDLOV� WR� UHIOHFW�FRPPLWPHQWV�
PDGH�DW�(XURSHDQ�OHYHO�WR�VWUDWHJLF�REMHFWLYHV��VWHPPLQJ�IURP�WKH��($3��WKH�&DIp�SURFHVV�DQG�
WKH�WKHPDWLF�VWUDWHJ\����

7KH�IDLOXUH�WR�LGHQWLI\�D�GULYLQJ�YLVLRQ�LV�UHIOHFWHG�LQ�WKH�VWUXFWXUH�RI�WKH�UHSRUW��:KLOH�FKDSWHU���
H[DPLQHV�FXUUHQW�DLU�TXDOLW\�WUHQGV�DQG�SUHVHQWV�EXVLQHVV�DV�XVXDO�SURMHFWLRQV��FKDSWHU���VNLSV�
VWUDLJKW� WR� WKH� DVVHVVPHQW� RI� SURSRVHG� DGGLWLRQDO� PHDVXUHV�� 7KH� LQWHUPHGLDWH� VWHS� RI�
FRQVLGHULQJ� µZKHUH�ZH�ZDQW�WR�EH¶� LV�RPLWWHG�HQWLUHO\��:LWKRXW�WKLV�YLHZ��QVFD�DUH�FRQFHUQHG�
WKDW� DLU� TXDOLW\� SODQQLQJ� ZLOO� EHFRPH� VROHO\� D� SURFHVV� RI� DVVHVVLQJ� SRWHQWLDO� HPLVVLRQV�
PHDVXUHV�� DSSURYHG� RU� RWKHUZLVH� RQ� WKH� EDVLV� RI� FRVW�EHQHILW� DQDO\VLV�� 5HWDLQLQJ� DQG�
FRPPLWWLQJ� WR� DQ� DPELWLRXV� RYHUDUFKLQJ� YLVLRQ� IRU� DLU� TXDOLW\� LQ� WKH� 8.� ZLOO� KHOS� UHWDLQ� WKH�
LQWHJULW\�RI�WKH�RXWFRPHV�EDVHG�DLU�TXDOLW\�SROLF\�IUDPHZRUN��ZKLFK�KDV�EHHQ�FRQVWUXFWHG�RYHU�
UHFHQW�\HDUV���

,W�LV�DOVR�LPSRUWDQW�WKDW�WKH�VWUDWHJ\�UHIOHFWV�WKH�SXUVXLW�RI�HIILFLHQW�DQG�HTXLWDEOH�PHDVXUHV�WR�
UHGXFH� DLU� SROOXWLRQ�� 6SHFLDO� FRQVLGHUDWLRQ� VKRXOG� EH� JLYHQ� WR� SURWHFWLQJ� WKRVH�� ZKR� DUH�
SDUWLFXODUO\�VHQVLWLYH�DQG�DOVR�LQ�HQVXULQJ�WKDW�WKH�ZLGHU�LPSDFWV�GR�QRW�IDOO�GLVSURSRUWLRQDWHO\�
RQ�VSHFLILF�DUHDV�DQG�FRPPXQLWLHV���LQ�SDUWLFXODU�WKRVH�ZKHUH�VRFLDO�GHSULYDWLRQ�DQG�H[FOXVLRQ�
H[LVWV��

)LQDOO\��WKH�VWUDWHJ\�VKRXOG�PDNH�OLQNV�GLUHFWO\�WR�WKH�JRYHUQPHQWV�VXVWDLQDEOH�GHYHORSPHQW�
VWUDWHJ\��UHFRJQLVLQJ�WKH�GHVLUH�IRU�FOHDQHU�DLU�DV�MXVW�RQH�LPSRUWDQW�GULYHU�RI�WKH�IXQGDPHQWDO�
VRFLHWDO�VKLIW��ZKLFK�LV�UHTXLUHG�LQ�PRYLQJ�WRZDUGV�VXVWDLQDELOLW\��:LWK�WKLV�UHJDUG��HQKDQFLQJ�
OLQNV�ZLWK�DFWLRQ�RQ�FOLPDWH�FKDQJH�LV�D�WKHPH�GHYHORSHG�ODWHU�LQ�WKLV�VXEPLVVLRQ��4�������

5HFRPPHQGDWLRQ���� ,QVHUW�DQ�DGGLWLRQDO�VHFWLRQ��ZKLFK�GHVFULEHV� WKH�8.¶V�$LU�4XDOLW\�YLVLRQ��
7KLV�VKRXOG�LQFOXGH�D�FRPPLWPHQW��³7R�HQVXUH�WKDW�HYHU\RQH�FDQ�HQMR\�D�OHYHO�RI�DPELHQW�DLU�
TXDOLW\�LQ�SXEOLF�SODFHV��ZKLFK�SRVHV�QR�VLJQLILFDQW�ULVN�WR�KHDOWK�RU�TXDOLW\�RI�OLIH�DQG�WR�HQVXUH�
WKDW� YHJHWDWLRQ� DQG� HFRV\VWHPV� DUH� SURWHFWHG� IURP� VLJQLILFDQW� KDUP� DV� D� UHVXOW� RI� DLU�
SROOXWLRQ´�� ,W� VKRXOG� DOVR� PDNH� FOHDU� WKDW� 7KH� VWUDWHJ\� SURYLGHV� ³D� ORQJ�WHUP� VWUDWHJLF� DQG�
LQWHJUDWHG� SROLF\� WR� SURWHFW� DJDLQVW� WKH� HIIHFWV� RI� DLU� SROOXWLRQ� RQ� KXPDQ� KHDOWK� DQG� WKH�
HQYLURQPHQW´�DQG�WKDW�LW�DLPV�IRU�³D�KLJK�OHYHO�RI�HQYLURQPHQWDO�SURWHFWLRQ��EDVHG�RQ�D�FOHDU�
VHW� RI� SROLF\� SULQFLSOHV´�� 7KH� SULQFLSOHV� UHIHUUHG� WR� VKRXOG� DOVR� EH� ODLG� RXW� DQG� LQFOXGH�
FRPPLWPHQW�WR�WKH� µSUHFDXWLRQDU\�DSSURDFK¶�DQG� µSROOXWHU�SD\V¶��7KLV�YLVLRQ�PXVW�EH�UHDOLVWLF�
DV� ZHOO� DV� DPELWLRXV�� 5HIHUHQFH� WR� SUDFWLFDELOLW\�� FRVWV�� EHQHILWV� DQG� VRFLDO� IDFWRUV� DUH�
DSSURSULDWH��WKRXJK�VXFK�LVVXHV�DUH�DOUHDG\�ZHOO�DGGUHVVHG�XQGHU�WKH�SUHVHQW�UHYLHZ���
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/LPLWHG�FURVV�VHFWRU�LQWHJUDWLRQ�DQG�LQIOXHQFH�

7KH�PDLQ�WKUXVW�RI�WKH�UHSRUW�UHIOHFWV�DQ�DSSURDFK��ZKHUH�REMHFWLYHV�DUH�LGHQWLILHG�DQG�LVRODWHG�
UHVSRQVH�PHDVXUHV�DUH�FRQVLGHUHG��/LWWOH�IRFXV�LV�JLYHQ�WR�LPSOHPHQWDWLRQ�PHFKDQLVPV��RU�WR�
WKH� LQWHJUDWLRQ� RI� DLU� TXDOLW\� WKLQNLQJ� DFURVV� WKH� VHFWRUV�� 6RPH� VWHSV� LQ� WKLV� GLUHFWLRQ� KDYH�
EHHQ�PDGH�DQG�WKHVH�DUH�ZHOFRPH�ZLWK�VHFWLRQV�RQ�FOLPDWH�FKDQJH��DJULFXOWXUH�DQG�DYLDWLRQ��
7KHVH�VHFWLRQV�DUH�KRZHYHU�OLPLWHG�LQ�GHSWK��FRQWDLQ�IHZ�FRQFUHWH�SURSRVDOV�DQG�SURYLGH�OLWWOH�
HYLGHQFH�DV�WR�KRZ�DLU�TXDOLW\�FRQFHUQV�DUH�LQIOXHQFLQJ�WKHVH�DJHQGD��

7UDQVSRUW� LV� D� NH\� VHFWRU�� DQG� UHFHQW� GHYHORSPHQWV�� VXFK� DV� WKH� IDLOXUH� WR� FRQVLGHU�
HQYLURQPHQWDO�FRQFHUQV�LQ�WKH�GHYHORSPHQW�RI�URDG�XVHU�FKDUJLQJ�SURSRVDOV�DQG�WKH�GURSSLQJ�
RI�FOHDQ�WUDQVSRUW�JUDQW�VFKHPHV��VXJJHVW�WKDW�LQWHJUDWLRQ�LQ�WKH�URDG�WUDQVSRUW�VHFWRU�LV�ZHDN��
$YLDWLRQ� SURYLGHV� IXUWKHU� FRQFHUQ�� ,Q� FRQWUDVW� WR� JRRG� WUDQVSDUHQF\� DQG� HQJDJHPHQW�
WKURXJKRXW�WKH�GHYHORSPHQW�RI�WKLV�UHYLHZ��WKH�ZRUN�VXUURXQGLQJ�WKH�DVVHVVPHQW�RI�DLU�TXDOLW\�
VFHQDULR¶V�IRU�+HDWKURZ�DUH�ODFNLQJ�WUDQVSDUHQF\�DQG�PHDQLQJIXO�RSSRUWXQLWLHV�IRU�HQJDJHPHQW�
DUH�OLPLWHG���

5HFRPPHQGDWLRQ����7KH�ILQDO�VWUDWHJ\�VKRXOG�SURYLGH�D�PRUH�GHWDLOHG�WUHDWPHQW�RI�LPSRUWDQW�
SROLF\�OLQNDJHV��H�J��ZLWK�FOLPDWH�FKDQJH��DQG�JUHDWHU�HPSKDVLV�RQ�VHFWRUDO�LQIOXHQFH�DQG�
DFWLRQ��H�J��WUDQVSRUW��DYLDWLRQ��DJULFXOWXUH�DQG�SODQQLQJ���
�

6\VWHPLF�DQG�%HKDYLRXUDO�0HDVXUHV��

16&$�ZHOFRPHV�WKH�HPSKDVLV�JLYHQ�WR�LGHQWLI\LQJ�PHDVXUHV�IRU�GHOLYHU\��7KLV�KHOSV�WR�HQVXUH�
WKDW�WKH�VWUDWHJ\�UHPDLQV�UHDOLVWLF�DQG�JURXQGHG�LQ�SUDFWLFDO�DFWLRQ��2QH�FRQFHUQ��ZKLFK�ZH�
KDYH�UDLVHG�UHSHDWHGO\��LV�WKDW�WKH�VFRSH�RI�WKHVH�PHDVXUHV�LV�WRR�UHVWULFWHG��7KH�
RYHUZKHOPLQJ�HPSKDVLV�RI�WKH�DQDO\VLV�LQ�WHUPV�RI�PHDVXUHV�VHOHFWHG�DQG�WKH�UHODWLYH�GHSWK�RI�
DVVHVVPHQW�VLWV�ZLWK�HQG�RI�SLSH�IL[HV���

7KHVH�PHDVXUHV�DUH�LPSRUWDQW�DQG�SUHVVXUH�PXVW�EH�PDLQWDLQHG�WR�GULYH�LQQRYDWLRQ�LQ�WKH�
WHFKQLFDO�DUHQD��EXW�JUHDWHU�HPSKDVLV�VKRXOG�EH�SODFHG�XSRQ�V\VWHPLF�DQG�EHKDYLRXUDO�
FKDQJH��7KH�VWHSV��ZKLFK�WKH�UHYLHZ�WDNHV�LQ�WKLV�GLUHFWLRQ�DUH�ZHOFRPH��LQ�SDUWLFXODU�WKH�
LQFOXVLRQ�RI�WKH�µVPDUWHU�FKRLFHV¶�SDFNDJH�DQG�WKH�URDG�XVHU�FKDUJLQJ�VFKHPH��$OVR��HIIRUWV�WR�
GHPRQVWUDWH�MRLQHG�XS�WKLQNLQJ�RQ�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH�DUH�HQFRXUDJLQJ��+RZHYHU��
WKH\�DUH�WRR�WLPLG�DQG�PRUH�LV�UHTXLUHG��&RPPHQWV�RQ�VSHFLILF�PHDVXUHV�DUH�GHYHORSHG�LQ�
UHVSRQVH�WR�4����WR�4�����

5HFRPPHQGDWLRQ����,QVWLJDWH�µD�IXUWKHU�UHYLHZ�RI�V\VWHPLF�DQG�EHKDYLRXUDO�PHDVXUHV�IRU�
HPLVVLRQV�UHGXFWLRQ�¶�7KH�UHYLHZ�VKRXOG�LGHQWLI\�D�UDQJH�RI�LQQRYDWLYH�PHDVXUHV�DQG�EXLOG�
IXWXUH�VFHQDULRV��,W�VKRXOG�EH�LQWHJUDWHG�ZLWK�ZRUN�RQ�FOLPDWH�FKDQJH��TXDQWLI\LQJ�SRWHQWLDO�
HPLVVLRQV�UHGXFWLRQV�DQG�DLU�TXDOLW\�EHQHILWV��,W�QHHGV�DOVR�WR�LGHQWLI\�ERWK�FRVW�DQG�QRQ�FRVW�
EDUULHUV�WR�LPSOHPHQWDWLRQ�DQG�FRQVLGHU�ZD\V�RI�RYHUFRPLQJ�WKHP��
�

3ODQ�IRU�,PSOHPHQWDWLRQ��

7KH�WHFKQLFDO�DVVHVVPHQW�RI�PHDVXUHV�LV�IDU�PRUH�GHYHORSHG�WKDQ�WKH�SROLF\�PHFKDQLVPV�E\�
ZKLFK�WKH\�ZLOO�EH�LPSOHPHQWHG��7KLV�LV�SDUWLFXODUO\�LPSRUWDQW�IRU�FOHDQ�IOHHW�SURSRVDOV��ZKHUH�
VWURQJ�OHYHUV�ZLOO�EH�UHTXLUHG�(YHQ�ZKHUH�LPSOHPHQWDWLRQ�URXWHV�H[LVW��IXQGLQJ�DQG�UHVRXUFH�
SUHVHQW�VLJQLILFDQW�EDUULHUV�WR�DFKLHYLQJ�WKH�WDUJHWHG�LPSURYHPHQWV��7KLV�LV�WUXH�IRU�QDWLRQDO��
UHJLRQDO�DQG�ORFDO�DFWLRQ��&HQWUDO�JRYHUQPHQW�PXVW�WDNH�JUHDWHU�UHVSRQVLELOLW\�IRU�HQVXULQJ�
WKDW�DGHTXDWH�UHVRXUFHV�DUH�DYDLODEOH��$�SDUWLFXODU�FRQFHUQ�UHPDLQV�WKH�IXQGLQJ�RI�DFWLRQ�SODQ�
PHDVXUHV��6SHFLILFDOO\�ZLWK�UHJDUGV�WR�HQVXULQJ�KLJK�LQWHQVLW\�VPDUWHU�FKRLFHV��VXSSRUWHG�E\�
KDUGHU�PHDVXUHV�WR�ORFN�LQ�WKH�EHQHILWV��$�VHFRQG�NH\�DUHD�LV�WKDW�RI�µPDMRU�ORFDO�UHJLRQDO�OHYHO�
LQLWLDWLYHV¶��VXFK�DV�ORZ�HPLVVLRQ�]RQHV�DQG�VWUDWHJLHV���ZKLFK�DUH�VWUXJJOLQJ�WR�SURJUHVV�XQGHU�
WKH�FXUUHQW�V\VWHP����VHH�DOVR�FRPPHQWV�RQ�VSHFLILF�PHDVXUHV�LQ�UHVSRQVH�WR�4����DQG�4�����

5HFRPPHQGDWLRQ����(ODERUDWH�RQ�SROLF\�PHFKDQLVPV��E\�ZKLFK�SURSRVHG�PHDVXUHV�ZLOO�EH�
DFKLHYHG��7DNH�JUHDWHU�UHVSRQVLELOLW\�IRU�HQVXULQJ�YLDEOH�IXQGLQJ�DQG�UHVRXUFH�SDWKV�IRU�
LPSOHPHQWDWLRQ��HVSHFLDOO\�IRU�ORFDO�UHJLRQDO�DFWLRQ�SODQV�DQG�VFKHPHV��
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5LVN�DQG�8QFHUWDLQW\�

7KH�DVVHVVPHQWV�DQG�SURMHFWLRQV�DUH�EDVHG�RQ�WKH�EHVW�DYDLODEOH�NQRZOHGJH��+RZHYHU��LW�
ZRXOG�EH�SUXGHQW�WR�FRQVLGHU�DOWHUQDWLYH�VFHQDULRV��IRU�H[DPSOH��ZKHUH�WHFKQRORJLFDO�VROXWLRQV�
GR�QRW�GHOLYHU�DV�DQWLFLSDWHG��RU�ZKHUH�FRQVXPHU�VRFLHWDO�WUHQGV�LPSDFW�GHWULPHQWDOO\�XSRQ�DLU�
TXDOLW\��2QH��KLVWRULF��H[DPSOH�RI�WHFKQRORJ\�IDLOLQJ�WR�GHOLYHU�RFFXUUHG�GXULQJ�WKH�VZLWFK�IURP�
(XUR�,�WR�(XUR�,,��$QWLFLSDWHG�EHQHILWV�GLG�QRW�IXOO\�PDWHULDOLVH��LQ�WKLV�FDVH��ODUJHO\�DV�D�
FRQVHTXHQFH�RI�(XUR�,�WHFKQRORJ\�H[FHHGLQJ�DQWLFLSDWHG�SHUIRUPDQFH�VWDQGDUGV����

3UHVHQW�FRQFHUQV�LQFOXGH��

���6ORZHU�WKDQ�H[SHFWHG�UHGXFWLRQ�LQ�FRQFHQWUDWLRQV�RI�12��DW�EDFNJURXQG�VLWHV�DQG�HYHQ�
� LQFUHDVHV�DW�URDGVLGH��7KHVH�DUH�EHOLHYHG�WR�EH�DVVRFLDWHG�ZLWK�FKDQJHV�LQ�DIWHU�
� WUHDWPHQW�WHFKQRORJLHV��,QFUHDVLQJ�IOHHW�GLHVHOLVDWLRQ�PD\�DOVR��SOD\�D�UROH���

��3URSRVDOV�IRU�JUHDWHU�ELRPDVV�EXUQLQJ�DQG�LPSOLFDWLRQV�IRU�DLU�TXDOLW\�

��8QFHUWDLQWLHV�RYHU�IXWXUH�HQHUJ\�EDVHOLQHV��H�J��LQFUHDVHG�XVH�RI�FRDO��

&KDSWHU���DGGUHVVHV�VRPH�RI�WKHVH�LVVXHV�LQ�WHUPV�RI�XQFHUWDLQWLHV��KRZHYHU�LW�IDLOV�WR�H[SODLQ�
KRZ�WKH�DVVRFLDWHG�ULVNV�DUH�WR�EH�IXUWKHU�LQYHVWLJDWHG��PDQDJHG�DQG�DGGUHVVHG��7KH�OLQNV�
ZLWK�UHOHYDQW�VHFWLRQV�RI�FKDSWHU���KHOS�WR�UHVROYH�WKLV�FRQFHUQ��EXW�WKH�LPSOLFDWLRQV�VKRXOG�EH�
IXUWKHU�HOXFLGDWHG�LQ�FKDSWHU����

5HFRPPHQGDWLRQ����,QFOXGH�LQ�FKDSWHU���D�VXPPDU\�RI�LPSRUWDQW�XQFHUWDLQWLHV�DQG�WKUHDWV�WR�
DFKLHYLQJ�SUHGLFWHG�DLU�TXDOLW\�LPSURYHPHQWV��$FFRPSDQ\��WKLV�ZLWK�DQ�RXWOLQH�RI�WKH�
JRYHUQPHQW¶V�VWUDWHJ\�IRU�LQYHVWLJDWLQJ�DQG�PDQDJLQJ�WKHVH�ULVNV�����

�
3DUWLFLSDWRU\�DSSURDFKHV�

:H�ZHOFRPH�RQJRLQJ�HIIRUWV�WR�HQJDJH�ZLWK�VWDNHKROGHUV�RQ�DLU�TXDOLW\��16&$�ZHUH�YHU\�KDSS\�
WR�ZRUN�ZLWK�*RYHUQPHQW�LQ�RUJDQLVLQJ�WKH�UHFHQW�ZRUNVKRS�LQ�VXSSRUW�RI�WKH�FRQVXOWDWLRQ�
SURFHVV�DQG�YHU\�SOHDVHG�ZLWK�WKH�RXWFRPHV��:H�IHHO�WKDW�WKH�JUHDWHVW�YDOXH�OD\�LQ�UDLVLQJ�WKH�
SURILOH�RI�WKH�UHYLHZ�DQG�OLIWLQJ�WKH�OLG�RQ�ZKDW�LV�D�YHU\�FRPSOH[�DQG�GHWDLOHG�VWXG\��,QHYLWDEO\�
ZLWK�VXFK�D�ODUJH�QXPEHU�RI�SHRSOH�LQYROYHG��WKH�RSSRUWXQLW\�IRU�GLUHFW�SDUWLFLSDWLRQ�LV�
UHGXFHG��,W�LV�DOVR�YHU\�GLIILFXOW�WR�HQVXUH�WKDW�D�EDODQFHG�YLHZ�HPHUJHV�DQG�WKDW�HYHU\ERG\�LV�
DEOH�WR�KDYH�WKHLU�VD\��&RQVHTXHQWO\��ZKLOH�ZH�DUH�NHHQ�WKDW�'HIUD�WDNH�QRWH�RI�WKH�HPHUJHQW�
PHVVDJHV��LW�LV�DOVR�FOHDU�WKDW�IRUPDO�VXEPLVVLRQV�DUH�WKH�PRVW�LPSRUWDQW�FRPSRQHQW�RI�WKH�
FRQVXOWDWLRQ�SURFHVV���

5HFRPPHQGDWLRQ����'HIUD�PD\�ZLVK�WR�UHYLHZ�KRZ�WR�EDODQFH�WKH�WZLQ�DLPV�RI�ZLGH�
HQJDJHPHQW�DQG�PRUH�GHWDLOHG�DFWLYH�SDUWLFLSDWLRQ��3HUKDSV��D�QXPEHU�RI�VPDOOHU��PRUH�
IRFXVVHG�ZRUNVKRSV�ZRXOG�EH�D�XVHIXO�DGGLWLRQ�WR�WKH�DUPRXU\��,Q�OLJKW�RI�WKH�FRPSOH[LW\�DQG�
ORQJ�GHOD\V�DVVRFLDWHG�ZLWK�WKH�SUHVHQW�UHYLHZ��WKH\�PD\�DOVR�ZDQW�WR�FRQVLGHU�ELWLQJ�RII�
VPDOOHU�FKXQNV�LQ�D�UROOLQJ�SURFHVV��
�

7KH�/RFDO�DQG�UHJLRQDO�GLPHQVLRQ�

2YHU�UHFHQW�\HDUV��16&$�KDV�FKDPSLRQHG�WKH�UROH�RI�ORFDO�DXWKRULWLHV�LQ�DLU�TXDOLW\�
PDQDJHPHQW��$QG�LQGHHG�PDQ\�RI�RXU�PHPEHUV�DUH�GUDZQ�IURP�WKLV�VHFWRU��,W�LV�YHU\�
GLVDSSRLQWLQJ�WKDW�D�PRUH�GHWDLOHG�WUHDWPHQW�RI�WKH�ORFDO�FRQWULEXWLRQ�FRXOG�QRW�EH�
LQFRUSRUDWHG�LQWR�WKH�UHYLHZ��6LPLODU�FRQFHUQV�GRPLQDWHG�WKH�UHFHQW�VWDNHKROGHU�HYHQW�KHOG�E\�
'HIUD�LQ�VXSSRUW�RI�WKLV�FRQVXOWDWLRQ��7KH�ILQDO�VWUDWHJ\�VKRXOG�JLYH�IXUWKHU�FRQVLGHUDWLRQ�WR�WKH�
ORFDO�DQG�UHJLRQDO�GLPHQVLRQ��

:H�UHFRJQLVH�WKDW�WKH�FKDQJLQJ�QDWXUH�RI�DLU�SROOXWLRQ�UHTXLUHV�VWURQJ�QDWLRQDO�DQG�
LQWHUQDWLRQDO�DFWLRQ��$W�WKH�VDPH�WLPH��WKH�ORFDO�DQG�UHJLRQDO�FRQWULEXWLRQ�UHPDLQV�YLWDO�LQ�
WHUPV�RI�KHOSLQJ�WR�UHGXFLQJ�RYHUDOO�HPLVVLRQV��LQ�PDQDJLQJ�ORFDO�VFDOH�SROOXWLRQ�DQG�LQ�KHOSLQJ�
WR�LQIRUP�DQG�SURWHFW�WKH�SXEOLF��7KLV�UROH�ZLOO�UHPDLQ�LPSRUWDQW�IRU�WKH�IRUHVHHDEOH�IXWXUH��7KH�
/$40�UHJLPH�LV�UDSLGO\�PDWXULQJ�DQG�LWV�LQWURGXFWLRQ�KDV�OHG�WR�D�PDMRU�GHYHORSPHQW�RI�
FDSDFLW\��H[SHUWLVH�DQG�NQRZOHGJH�ZLWKLQ�ORFDO�DXWKRULWLHV��7KHUH�PXVW�EH�FOHDU�FRPPLWPHQW�
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DQG�VXSSRUW�IURP�FHQWUDO�JRYHUQPHQW�WR�PDLQWDLQ�DQG�HQKDQFH�WKHVH�HIIRUWV��,W�LV�YLWDO�WKDW�
DFWLRQ�DW�GLIIHUHQW�VSDWLDO�VFDOHV�UHPDLQV�ZHOO�FRQQHFWHG�DQG�LQWHUOLQNHG��

7KH�YDOXH�RI�UHYLHZ�DQG�DVVHVVPHQW�PXVW�DOVR�QRW�EH�XQGHUVWDWHG��7KLV�KDV�UHVXOWHG�LQ�WKH�
GHWDLOHG�LGHQWLILFDWLRQ�DQG�XQGHUVWDQGLQJ�RI�WKH�8.¶V�DLU�TXDOLW\�SUREOHPV��9DOXDEOH�GDWD�KDV�
EHHQ�DQG�FRQWLQXHV�WR�EH�JHQHUDWHG��)XUWKHU�HIIRUWV�DUH�UHTXLUHG�WR�PDQDJH�WKLV�LQ�WKH�PRVW�
DSSURSULDWH�PDQQHU�WR�HQVXUH�PD[LPXP�DFFHVV�DQG�XWLOLVDWLRQ��

(OVHZKHUH�LQ�WKLV�UHVSRQVH��ZH�FRPPHQW�UHJDUGLQJ�WKH�QHHG�IRU�JUHDWHU�VXSSRUW�LQ�WKH�
LPSOHPHQWDWLRQ�RI�$4$3V��VPDUWHU�FKRLFHV��ORZ�HPLVVLRQ�]RQHV�DQG�ORZ�HPLVVLRQ�VWUDWHJLHV��
:H�DOVR�UHIOHFW�RQ�WKH�QHHG�WR�HQVXUH�WKDW�H[SRVXUH�UHGXFWLRQ�WKLQNLQJ�SHUPHDWHV�DOO�OHYHOV�
DQG�WR�RSWLPLVH�WKH�FR�PDQDJHPHQW�RI�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH�DW�WKH�ORFDO�OHYHO��6HH�
4�����4�������4�����4�����LLL��DQG�4�����YL�����

$V�ZLGHU�DUHD�LQLWLDWLYHV�EHFRPH�PRUH�LPSRUWDQW��EHWWHU�OLQNV�DUH�DOVR�UHTXLUHG�DW�WKH�UHJLRQDO�
DQG�VXE�UHJLRQDO�OHYHO��6LPLODUO\�WKH�JURZLQJ�LPSRUWDQFH�RI�UHJLRQDO�VWUDWHJLF�SURFHVVHV�PHDQV�
WKDW�WKLV�GLPHQVLRQ�PXVW�WDNH�DLU�TXDOLW\�IXOO\�LQWR�DFFRXQW���

5HFRPPHQGDWLRQ����,QFOXGH�LQ�WKH�ILQDO�VWUDWHJ\�D�JUHDWHU�UHFRJQLWLRQ�RI�DQG�FRPPLWPHQW�WR�
WKH�ORFDO�DQG�UHJLRQDO�FRQWULEXWLRQ��&RPPLW�WR�D�VWURQJHU�UROH�IRU�FHQWUDO�JRYHUQPHQW�LQ�
HQVXULQJ�WKDW�NH\�VFKHPHV�DQG�LQLWLDWLYHV�JDLQ�SROLWLFDO�VXSSRUW�DQG�DUH�DGHTXDWHO\�UHVRXUFHG��

�
4����$VVHVVPHQW�DQG�SURMHFWLRQ�RI�SROOXWDQWV��&KDSWHU����S����
'R�\RX�DJUHH�ZLWK�WKH�DVVHVVPHQW�DQG�SURMHFWLRQV�SUHVHQWHG�IRU�WKH�SROOXWDQWV�LQ�WKH�
$LU�4XDOLW\�6WUDWHJ\"�,I�QRW��FRXOG�\RX�SURYLGH�VSHFLILF�H[DPSOHV�DQG�UHDVRQLQJ��

7KH�DVVHVVPHQWV�DQG�SURMHFWLRQV�DUH�EDVHG�RQ�WKH�EHVW�DYDLODEOH�NQRZOHGJH���

�
4����$GGLWLRQDO�SROLF\�PHDVXUHV��&KDSWHU����S����
:KDW�SROLF\�PHDVXUHV�LQ�DGGLWLRQ�WR�WKRVH�DGGUHVVHG�LQ�&KDSWHU���GR�\RX�WKLQN�WKH�
8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�DGPLQLVWUDWLRQV�VKRXOG�DVVHVV"�3OHDVH�VSHFLI\�ZK\��

)ROORZLQJ�&20($3¶V�UHDSSUDLVDO�RI�SDUWLFOH�KHDOWK�ULVN�IDFWRUV��WKH�KHDGOLQH�KHDOWK�LPSDFWV�RI�
DLU�SROOXWLRQ�LQ�WKH�8.�DUH�QRZ�LQ�OLQH�ZLWK�HDUOLHU�(XURSHDQ�DVVHVVPHQWV��%\�WKH�QDWXUH�RI�FRVW�
EHQHILW�DQDO\VLV�LW�LV�HDV\�WR�IRFXV�KHDYLO\�RQ�PRUWDOLW\�HIIHFWV��EXW�LW�LV�DOVR�LPSRUWDQW�WR�
UHPHPEHU�WKH�UDQJH�RI�KHDOWK�DQG�TXDOLW\�RI�OLIH�HIIHFWV��ZKLFK�XQGHUOLH�WKHVH�ILJXUHV��2YHUDOO��
WKH�VWDWLVWLFV�DUH�UHDOO\�TXLWH�VWDJJHULQJ��

$JDLQVW�WKLV�EDFNJURXQG�ZH�PLJKW�H[SHFW�D�SRZHUIXO�DQG�H[WHQVLYH�OLVW�RI�QHZ�PHDVXUHV�DQG�
DFWLRQ�WR�HPHUJH��6DGO\�WKLV�LV�QRW�WKH�FDVH�±�LI�IXOO\�LPSOHPHQWHG�WKH�SDFNDJH�RI�SUHIHUUHG�
PHDVXUHV��FKDSWHU����SDUD������ZLOO�SURYLGH�DQ�LPSRUWDQW��FRVW�HIILFLHQW��EXW�UHODWLYHO\�PRGHVW�
JDLQ�LQ�OLIH�H[SHFWDQF\��$GGLWLRQDO�EHQHILWV�PD\�EH�JDLQHG�E\�WKH�RWKHU�PHDVXUHV�FRQVLGHUHG�LQ�
WKH�UHYLHZ��SDUD�����DQG�������(YHQ�VR��LW�LV�FOHDU�WKDW�VLJQLILFDQW�KHDOWK�DQG�HQYLURQPHQWDO�
LPSDFWV�ZLOO�UHPDLQ�HYHQ�E\�������)XUWKHU�SROLF\�PHDVXUHV�PXVW�EH�LGHQWLILHG�DQG�DVVHVVHG��
DQG�ZLWK�VRPH�XUJHQF\��

$GGLWLRQDO�RSWLRQV�IRU�IXUWKHU�WHFKQLFDO�VROXWLRQV�PXVW�EH�NHSW�XQGHU�UHYLHZ��SDUWLFXODUO\�LQ�WKH�
IRUP�RI�IXWXUH�YHKLFOH�VWDQGDUGV�DQG�IXUWKHU�WLJKWHQLQJ�RI�FRQWUROV�RQ�LQGXVWULDO�HPLVVLRQV��
+RZHYHU��ZH�EHOLHYH�WKDW�WKH�PRVW�DWWUDFWLYH�DUHD�IRU�LPPHGLDWH�DQDO\VLV�LV�IRU�QRQ�WHFKQLFDO�
PHDVXUHV��3ROLFLHV��ZKLFK�LPSDFW�RQ�WKH�RYHUDOO�V\VWHP�DQG��ZKLFK�LQIOXHQFH�WKH�EHKDYLRXU�RI�
RUJDQLVDWLRQV�DQG�RI�LQGLYLGXDOV��VHH�UHFRPPHQGDWLRQ�����:H�XUJH�JRYHUQPHQW�WR�JLYH�VHULRXV�
DWWHQWLRQ�WR�WKH�IROORZLQJ�RSSRUWXQLWLHV��

�L�� (QYLURQPHQWDOO\�RSWLPLVHG�URDG�XVHU�FKDUJLQJ��RSWLPLVHG�IRU�HQYLURQPHQWDO�
EHQHILWV��LQFOXGLQJ�ERWK�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH��7KLV�VKRXOG�LQFOXGH�ERWK�
ORFDO�DQG�QDWLRQDO�VFKHPHV��16&$�DUH�QRW�FRQYLQFHG�E\�DUJXPHQWV�RYHU�VHTXHQWLDO�
LPSOHPHQWDWLRQ��IRFXVVLQJ�SULPDULO\�RQ�FRQJHVWLRQ�LQ�WKH�ILUVW�SKDVH��7HFKQRORJLFDO�
RSWLRQV�H[LVW�WR�DGGUHVV�HQYLURQPHQWDO�LPSDFWV�LQ�SDUDOOHO��:H�UHFRJQLVH�WKH�
VLJQLILFDQW�SROLWLFDO�KXUGOHV�WR�EH�RYHUFRPH��EXW�DOVR�HPSKDVLVH�WKH�OHDGHUVKLS�
UHVSRQVLELOLW\�RI�JRYHUQPHQW�LQ�RYHUFRPLQJ�VXFK�GLIILFXOWLHV���
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�LL�� 3D\�DV�\RX�GULYH��,Q�WKH�DEVHQFH�RI�DQ�HQYLURQPHQWDOO\�RSWLPLVHG�URDG�XVHU�
FKDUJLQJ�VFKHPH��WKHQ�DOWHUQDWLYH�HQYLURQPHQWDO�PDQDJHPHQW�UHJLPHV�VKRXOG�EH�
GHYHORSHG��2QH�H[DPSOH�LV�WKH�µ3D\�DV�\RX�GULYH¶��3$<'��VFKHPH��SURSRVHG�DW�WKH�
UHFHQW�/RZ&93�FRQIHUHQFH�µ0HHWLQJ�WKH�/RZ�&DUERQ�&KDOOHQJH¶��SDSHUV�DYDLODEOH�DW�
ZZZ�ORZFYS�RUJ�XN���,Q�DGGLWLRQ�WR�WKH�FDUERQ�EHQHILWV�SUHVHQWHG��WKH�DLU�TXDOLW\�
HPLVVLRQ�EHQHILWV�ZRXOG�EH�FRQVLGHUDEOH����

�LLL�� /RZ�HPLVVLRQ�]RQHV�DQG�VWUDWHJLHV��*UHDWHU�GHYHORSPHQW�DQG�VXSSRUW�IRU�ORFDO�DQG�
UHJLRQDO�WUDIILF�PDQDJHPHQW�VWUDWHJLHV��ZKLFK�LQFRUSRUDWH�FRQFHSWV�VXFK�DV�ORZ�
HPLVVLRQ�]RQHV�RU�IRU�H[DPSOH��VWXGLHV�LQ�/HHGV��ZKLFK�LQGLFDWH�WKDW�VLJQLILFDQW�
EHQHILWV�DUH�SRVVLEOH�E\�RSWLPLVLQJ�WKH�IORZ�RI�WUDIILF�ZLWKLQ�WKH�FLW\��$�JURXS�RI�
/RFDO�$XWKRULWLHV�KDYH�UHFHQWO\�VHW�XS�D�/RZ�HPLVVLRQ�VWUDWHJLHV�IRUXP�±�WKLV�
SURDFWLYH�JURXS�VKRXOG�EH�VXSSRUWHG�DQG�DVVLVWHG�E\�FHQWUDO�JRYHUQPHQW���

�LY�� )LVFDO�LQFHQWLYHV�IRU�IOHHW�WUDQVIRUPDWLRQ��7KHUH�LV�DQ�XUJHQW�QHHG�IRU�ILVFDO�
LQVWUXPHQWV��ZKLFK�EHWWHU�UHIOHFW�WKH�WUXH�VRFLDO�DQG�HQYLURQPHQWDO�FRVWV�RI�
WUDQVSRUW��7KHVH�ZLOO�EH�PRVW�HIIHFWLYH�LI�WKH\�FRPELQH�D�FDUURW�DQG�VWLFN�DSSURDFK��
,QQRYDWLYH�VFKHPHV�VXFK�DV�WKH�µ)HHEDWH¶�FRQFHSW��ZKHUH�GLV�LQFHQWLYHV�IRU�SROOXWLQJ�
EHKDYLRXU��ILQDQFH�LQFHQWLYHV�IRU�OHVV�SROOXWLQJ�EHKDYLRXU��FDQ�HQDEOH�FRVW�QHXWUDOLW\��
3RWHQWLDO�VRFLDO�LPSDFWV�VKRXOG�EH�FRQVLGHUHG�DQG�PDQDJHG��UDWKHU�WKDQ�XVHG�DV�
MXVWLILFDWLRQ�IRU�LQDFWLRQ��$OVR��HQYLURQPHQWDO�RXWFRPHV�PXVW�EH�UREXVW�DFURVV�WKH�
IXOO�YHKLFOH�OLIH�F\FOH����

�Y�� (QHUJ\�(IILFLHQF\��0HDVXUHV�WR�LPSURYH�HQHUJ\�HIILFLHQF\�LQ�WKH�SXEOLF��SULYDWH�DQG�
GRPHVWLF�VHFWRUV�ZLOO�UHGXFH�ERWK�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH�SROOXWDQWV���

�YL�� 'HPDQG�0DQDJHPHQW���%HKDYLRXU�FKDQJH��6LPSO\�GRLQJ�OHVV��WUDYHOOLQJ�OHVV�DQG�
FRQVXPLQJ�OHVV�LV�WKH�PRVW�HQYLURQPHQWDOO\�VXVWDLQDEOH�DFWLRQ��ZKLFK�DV�D�VRFLHW\��
ZH�FDQ�FROOHFWLYHO\�PDNH��6RPH�SHUFHLYH�WKLV�WR�EH�D�FKDOOHQJH�WR�WKH�GHVLUH�IRU�
JURZWK�DQG�D�EHWWHU�TXDOLW\�RI�OLIH�IRU�DOO��+RZHYHU��E\�VKLIWLQJ�RXU�HPSKDVLV�DZD\�
IURP�TXDQWLW\�RI�FRQVXPSWLRQ�WR�TXDOLW\�RI�H[SHULHQFH��HQYLURQPHQWDO�EXUGHQV��
LQFOXGLQJ�HPLVVLRQV�WR�DLU��FDQ�EH�GUDPDWLFDOO\�UHGXFHG��

5HFRPPHQGDWLRQ����*LYH�IXUWKHU�VHULRXV�FRQVLGHUDWLRQ�WR�RSSRUWXQLWLHV�VXUURXQGLQJ�
HQYLURQPHQWDOO\�RSWLPLVHG�URDG�XVHU�FKDUJLQJ��DQG�UHODWHG�WUDQVSRUW�VFKHPHV���ORZ�HPLVVLRQ�
]RQHV�DQG�VWUDWHJLHV��ILVFDO�LQFHQWLYHV�IRU�IOHHW�WUDQVIRUPDWLRQ��HQHUJ\�HIILFLHQF\��GHPDQG�
PDQDJHPHQW�DQG�EHKDYLRXU�FKDQJH��
�

$PPRQLD�(PLVVLRQV�

$PPRQLD�GHSRVLWLRQ�LV�DQ�LPSRUWDQW�FRQFHUQ�DQG�DGGLWLRQDO�SROLF\�PHDVXUHV�DUH�UHTXLUHG�WR�
UHGXFH�WKH�LPSDFWV��:H�UHFRJQLVH�WKDW�VXFK�PHDVXUHV�DUH�ORJLFDOO\�DGGUHVVHG�WKURXJK�D�PXOWL�
PHGLD�DSSURDFK��+RZHYHU��WKLV�PXVW�EH�FORVHO\�OLQNHG�WR�WKH�DLU�TXDOLW\�VWUDWHJ\����

5HFRPPHQGDWLRQ�����7KH�UHYLVHG�VWUDWHJ\�VKRXOG�LQFOXGH�D�VXPPDU\�RI�SRWHQWLDO�SROLF\�
RSWLRQV�DQG�PHDVXUHV�WR�UHGXFH�DPPRQLD�HPLVVLRQV��7KH�EHQHILWV�VKRXOG�EH�DVVHVVHG�LQ�WKH�
VDPH�IUDPHZRUN�DV�RWKHU�DLU�TXDOLW\�PHDVXUHV�DQG�WKHLU�UHODWLYH�DWWUDFWLYHQHVV�VKRXOG�
IHHGEDFN�DQG�LQIOXHQFH�GHFLVLRQV�PDGH�ZLWKLQ�DQ\�ZLGHU�PXOWL�PHGLD�VWUDWHJ\���
�

4����$VVHVVPHQW�RI�SURSRVHG�PHDVXUHV��&KDSWHU����S����
:KDW�DUH�\RXU�YLHZV�RQ�WKH�DVVHVVPHQWV�FDUULHG�RXW"�'R�\RX�DJUHH�WKDW��PRQHWDU\�
FRVW�DQG�EHQHILWV��LQFOXGLQJ�LPSDFWV�RQ�SXEOLF�KHDOWK���LPSDFW�RQ�HFRV\VWHPV�DQG�
KDELWDWV��LPSDFW�RQ�H[FHHGHQFHV�RI�REMHFWLYHV��DQG�TXDOLWDWLYH�DVVHVVPHQWV��DUH�WKH�
ULJKW�FULWHULD�WR�EH�FRQVLGHULQJ"�3OHDVH�VWDWH�\RXU�UHDVRQLQJ��

16&$�UHFRJQLVH�WKH�FRQVLGHUDEOH�WHFKQLFDO�DFKLHYHPHQW�LQ�EULQJLQJ�WRJHWKHU�WKH�UHYLHZ��7KH�
ERG\�RI�HYLGHQFH�SURYLGHV�DQ�LPSUHVVLYH�EDVLV�IRU�DVVHVVLQJ�WKH�VKRUW�OLVW�RI�PHDVXUHV��7KH�
IRXU�VWUDQG�DSSURDFK�SURYLGHV�DQ�DSSURSULDWH�IUDPHZRUN�IRU�DVVHVVPHQW��7KH�5$*�WDEOHV�
KHOSIXOO\�VXPPDULVH�WKH�UHVXOWV�DQG�PDNHV�WKHP�PRUH�DFFHVVLEOH�DQG�XQGHUVWDQGDEOH���
+RZHYHU��LW�LV�DSSDUHQW�WKDW�&%$�GRPLQDWHV�WKH�DVVHVVPHQW��

http://www.lowcvp.org.uk/
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([FOXGHG�EHQHILWV�DQG�KLVWRULFDOO\�XQGHUHVWLPDWHG�H[�DQWH�FRVWV�PHDQ�WKDW�&%$�LV�
GHPRQVWUDEO\�D�FRQVHUYDWLYH�PHWKRGRORJ\��2YHU�UHOLDQFH�RQ�WKLV�DSSURDFK�SODFHV�WKH�EXUGHQ�
RI�SURRI�WRR�KHDYLO\�XSRQ�WKH�MXVWLILFDWLRQ�IRU�DFWLRQ��ZLWKRXW�DGHTXDWHO\�UHIOHFWLQJ�WKH�LQKHUHQW�
FRVWV�RI�ZHDN�DPELWLRQ�RU�GHOD\��$�EHWWHU�EDODQFH�LV�UHTXLUHG�EHWZHHQ�WKH�ULVN�RI�WDNLQJ�DFWLRQ��
ZKLFK�IDLOV�WR�IXOO\�GHOLYHU�HIILFLHQW�EHQHILWV�DQG�IDLOLQJ�WR�WDNH�DFWLRQ��ZKLFK�FRXOG�GHOLYHU�
HIILFLHQW�EHQHILWV���7KLV�QHHGV�WR�EH�UHIOHFWHG�LQ�WKH�LQWHUSUHWDWLRQ�RI�&%$�UHVXOWV����

,W�LV�DOVR�QRWHZRUWK\��WKDW�UHODWLYHO\�IHZ�RI�WKH�PHDVXUHV�DVVHVVHG�DUH�GLUHFWO\�ZLWKLQ�WKH�
FRQWURO�RI�WKH�8.�JRYHUQPHQW��&OHDUO\��LW�LV�LPSRUWDQW�WR�LQFOXGH�LQWHUQDWLRQDO�PHDVXUHV�LQ�WKH�
DQDO\VLV�DQG�PRUH�VR�IRU�WKH�8.�WR�SOD\�LWV�SDUW�LQ�WKH�HQVXLQJ�QHJRWLDWLRQV��$W�WKH�VDPH�WLPH��
D�QDWLRQDO�DLU�TXDOLW\�VWUDWHJ\�VKRXOG�SURYLGH�D�FOHDU�IRFXV�RQ�QDWLRQDO�OHYHO�DFWLRQ��,Q�WKLV�
UHVSHFW��WKH�OLVW�RI�SUHIHUUHG�µGRPHVWLF¶�PHDVXUHV�LV�FRQVLGHUDEO\�VKRUWHU��$�JUHDWHU�GLVWLQFWLRQ�
VKRXOG�EH�PDGH�EHWZHHQ�GRPHVWLF�PHDVXUHV��RYHU�ZKLFK�WKH�JRYHUQPHQW�UHWDLQV�IXOO�FRQWURO�
DQG�DFFRXQWDELOLW\�DQG�LQWHUQDWLRQDO�DFWLRQ��LQ�ZKLFK�WKH�JRYHUQPHQW�LV�MXVW�RQH�DFWRU�DPRQJVW�
PDQ\���

6LPLODUO\��LW�ZRXOG�DSSHDU�WKDW�QHDU�WHUP�PHDVXUHV�VXFK�DV�5HWUR�ILW�DQG�/(=�VFKHPHV�ORVH�RXW�
LQ�&%$��:H�VXVSHFW�WKDW�WKLV�UHODWHV�WR�WLPH�VFDOH�HIIHFWV�DQG�SRVVLEO\�DOVR�WR�WKH�DSSURDFK�
WDNHQ�RQ�GLVFRXWLQJ�IXWXUH�FRVWV�EHQHILWV��)XUWKHU�XQ�SLFNLQJ�DQG�LQYHVWLJDWLRQ�RI�WKHVH�
FRQFHUQV�LV�QHHGHG��:H�ZHOFRPH�WKH�UHFRJQLWLRQ�WKDW�H[�DQWH�FRVWV�KDYH�EHHQ�FRQVLVWHQWO\�
RYHU�HVWLPDWHG�LQ�WKH�SDVW��EXW�DUH�GLVDSSRLQWHG�WKDW�WKHUH�DSSHDUV�QR�HIIRUW�WR�DFFRXQW�IRU�
WKLV�LQ�IXWXUH�SUHGLFWLRQV���

)LQDOO\��RXU�PHPEHUV�KDYH�FRPPHQWHG�RQ�WKH�IDFW�WKDW�WKH�FRQWLQXHG�GRPLQDQFH�RI�DQG�DOPRVW�
VROH�UHOLDQFH�RQ�&%$��ULVNV�ORVLQJ�VLJKW�RI�WKH�LQWULQVLF�YDOXH�RI�VDIH�JXDUGLQJ�WKH�HQYLURQPHQW�
DQG�RI�VRFLHW\¶V�PRUDO�GXW\�WR�SURWHFW�HYHQ�WKH�PRVW�VHQVLWLYH�LQGLYLGXDOV�IURP�KDUPIXO�HIIHFWV��
�

4����:KLFK�PHDVXUHV�WR�VXSSRUW��&KDSWHU����S����
:KLFK�RI�WKH�DGGLWLRQDO�SROLF\�PHDVXUHV�DVVHVVHG�LQ�WKLV�&KDSWHU��LI�DQ\��GR�\RX�WKLQN�
WKH�8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�DGPLQLVWUDWLRQV�VKRXOG�LPSOHPHQW�RU�DUJXH�IRU�
LQ�UHOHYDQW�IRUD"�3OHDVH�VSHFLI\�ZK\��

7KH�DVVHVVPHQW�SURFHVV�VHWV�D�KLJK�EDU���VHH�UHVSRQVH�WR�4������WKLV�SURYLGHV�D�VWURQJ�
HYLGHQFH�EDVH��LQGLFDWLQJ�FRVW�HIIHFWLYH�EHQHILWV�IRU�WKH�SUHIHUUHG�PHDVXUHV��&KDSWHU����SDUD�
������7KHVH�DUH�LPSRUWDQW�DQG�VKRXOG�EH�SURJUHVVHG��,Q�DGGLWLRQ��WKH�IROORZLQJ�PHDVXUHV�DOVR�
VKRZ�SRWHQWLDO�DQG�VKRXOG�EH�VXSSRUWHG��

�L�� (XUR�VWDQGDUGV��KLJK��LQWHQVLW\��PHDVXUH�%���7KH�KLJK�LQWHQVLW\�(XUR�RSWLRQ��
DOWKRXJK�FRQVLGHUHG�DQ�µDPEHU¶�PHDVXUH�LQ�WKH�UHYLHZ��LQGLFDWHV�D�JRRG�FRVW�
EHQHILW�EDODQFH��ZKHQ�WKH�&20($3�UHFRPPHQGDWLRQV�RQ�WKH�PRVW�SUREDEOH�
�VKRUW��WLPH�ODJ�IRU�SDUWLFOH�KHDOWK�LPSDFWV�DUH�WDNHQ�LQWR�DFFRXQW��7KH�KLVWRULF�
WUHQG�IRU�RYHU�HVWLPDWLQJ�WHFKQRORJ\�FRVW�IXUWKHU�VXJJHVWV�WKH�DWWUDFWLYHQHVV�RI�
WKLV�PHDVXUH��&RQVHTXHQWO\��ZH�EHOLHYH�WKDW�PRUH�DJJUHVVLYH�YHKLFOH�12[�
VWDQGDUGV�VKRXOG�EH�SXUVXHG��

�LL�� (DUO\�$GRSWLRQ�RI�(XUR�6WDQGDUGV��LV�DQ�DWWUDFWLYH�RSWLRQ��SURYLGLQJ�LPSRUWDQW�
EHQHILWV��7KH�WLPLQJ�RI�WKLV�PHDVXUH�LV�NH\�DQG�GHOD\V�ZLOO�UHGXFH�WKH�LPSDFW��7KH�
VWUDWHJ\�QHHGV�WR�LGHQWLI\�FRQFUHWH�PHFKDQLVPV��E\�ZKLFK�WKH�HDUO\�DGRSWLRQ�ZLOO�
EH�DFKLHYHG���

�LLL�� ,QGXVWULDO�PHDVXUHV��DQDO\VLV�SUHVHQWHG�IRU�.��DQG�.���LQGXVWULDO�SODQW��UHYHDO�
WKDW�HPLVVLRQV�UHGXFWLRQV�LQ�WKLV�VHFWRU�VWLOO�KDYH�WKH�SRWHQWLDO�WR�SURYLGH�
VLJQLILFDQW�KHDOWK�DQG�HQYLURQPHQWDO�EHQHILWV��$JDLQ��WDNLQJ�QRWLFH�RI�&RPHDS¶V�
DGYLFH�WKDW�WKH�WLPH�ODJ�HIIHFW��30��LV�OLNHO\�WR�EH�VKRUWHU�UDWKHU�WKDQ�ORQJHU��
VXJJHVWV�WKDW�.��LV�OLNHO\�WR�EH�FRVW�HIIHFWLYH�LQ�&%$�WHUPV��.��ZKLOH��OHVV�
DWWUDFWLYH�RQ�WKLV�EDVLV��KDV�WKH�SRWHQWLDO�WR�SURYLGH�VLJQLILFDQW�EHQHILWV�IRU�
HFRV\VWHPV��ZKLFK�DUH�H[FOXGHG��&RQVHTXHQWO\��WKLV�RSWLRQ�VKRXOG�DOVR�EH�DFWLYHO\�
SXUVXHG��16&$�XQGHUVWDQG�WKDW�WKHUH�PD\�EH�SUDFWLFDO�KXUGOHV��,I�VR��WKHVH�
VKRXOG�EH�KLJKOLJKWHG�DQG�FRQFUHWH�RSWLRQV�IRU�LPSOHPHQWDWLRQ�FRQVLGHUHG��
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�LY�� 6PDUWHU�&KRLFHV��:H�ZHOFRPH�WKH�LQFOXVLRQ�RI�WKH�VR�FDOOHG�³VPDUWHU�FKRLFHV´�LQWR�
WKH�6WUDWHJ\���,W�LV�LPSRUWDQW�WKDW�VXIILFLHQW�HPSKDVLV�LV�JLYHQ�WR�LPSOHPHQW�DQG�
VXSSRUW�WKHP���:H�EHOLHYH�WKDW�WKLV�ZLOO�UHTXLUH�WKH�IXOO�SDUWLFLSDWLRQ�RI�ORFDO�
JRYHUQPHQW�DFWLRQ��DQG�ZH�H[SHFW�WKDW�GXH�FRQVLGHUDWLRQ�EH�JLYHQ�WR�WKH�
LPSOHPHQWDWLRQ�RI�ORFDO�DLU�TXDOLW\�PDQDJHPHQW�DQG�DFWLRQ�SODQQLQJ��5HODWHG�
UHVHDUFK�FOHDUO\�VKRZV�WKDW�VPDUWHU�FKRLFHV�DUH�RQO\�SURSHUO\�HIIHFWLYH�LI�
DGHTXDWHO\�UHVRXUFHG�DQG�DFFRPSDQLHG�ZLWK�KDUGHU�DFWLRQ�WR�ORFN�LQ�WKH�EHQHILWV��
*RYHUQPHQW�PXVW�WDNH�D�OHDG�UROH�LQ�HQVXULQJ�WKDW�WKHVH�UHVRXUFHV�DUH�DFFHVVLEOH��

�Y�� 6SHHG�OLPLWV�����PSK�UHGXFWLRQ���7KH�DQDO\VLV�RI�WKH�LPSDFW�RI�UHGXFLQJ�PRWRUZD\�
VSHHG�OLPLWV�WR����PSK�LV�LPSRUWDQW��WKRXJK�LWV�GHSWK�LV�GLVDSSRLQWLQJ��

�� /LPLWHG�VXSSRUWLQJ�GDWD�ZDV�SURYLGHG�DQG�WKHUH�ZDV�QR�PHQWLRQ�RI�
WKH���PSK�HQIRUFHPHQW�FDVH��ZKLFK�KDV�DOVR�EHHQ�DVVHVVHG�E\�'I7���

�� /LWWOH�FRQVLGHUDWLRQ�ZDV�JLYHQ�WR�WKH�SRWHQWLDO�&2��EHQHILWV��GHVSLWH�
WKHVH�EHLQJ�VLJQLILFDQW��HYHQ�ZKHQ�FRPSDUHG�WR�WKRVH�SUHGLFWHG�IRU�
WKH�5HQHZDEOH�7UDQVSRUW�)XHO�2EOLJDWLRQ��57)2���ZKLFK�LV�WKH�RQO\�
PDMRU�QDWLRQDO�WUDQVSRUW�PHDVXUH�FXUUHQWO\�XQGHU�FRQVLGHUDWLRQ�
ZLWKLQ�WKH�UHYLVHG�FOLPDWH�FKDQJH�SURJUDPPH���

�� ,Q�DLU�TXDOLW\�WHUPV��WKH�EHQHILWV�DUH�DOVR�VLJQLILFDQW��HVSHFLDOO\�ZKHQ�
FRPSDUHG�WR�RWKHU�PHDVXUHV�LQFOXGHG�LQ�WKH�$46�UHYLHZ��
,PSRUWDQWO\��WKHVH�DUH�EHQHILWV��ZKLFK�DUH�DFKLHYDEOH�GRPHVWLFDOO\�
DQG�LQ�WKH�VKRUW�WHUP���

�� 16&$�TXHVWLRQ�WKH�YDOLGLW\�RI�DOORZLQJ�WLPH�FRVWV�WR�RXWZHLJK�VXFK�
VLJQLILFDQW�FOLPDWH��DLU�TXDOLW\�DQG�VDIHW\�EHQHILWV���

�� :H�GR�QRW�EHOLHYH�WKDW�DGHTXDWH�FRQVLGHUDWLRQ�KDV�EHHQ�JLYHQ�WR�
GHYLVLQJ�HFRQRPLFDOO\�YLDEOH�DQG�SROLWLFDOO\�DFFHSWDEOH�LPSOHPHQWDWLRQ�
PHFKDQLVPV��SDUWLFXODUO\�ZLWK�UHJDUGV�WR�VWULFWHU�HQIRUFHPHQW�RI�
H[LVWLQJ�VSHHG�OLPLWV��

:H�VXSSRUW���L��6WULFWHU�HQIRUFHPHQW�RI�VSHHG�OLPLWV�DFURVV�WKH�8.��H[SOLFLWO\�RQ�WKH�
EDVLV�RI�WKH�PXOWLSOH�HQYLURQPHQWDO�DQG�VRFLDO�EHQHILWV���LL��)XUWKHU�ORFDO�DQG�
UHJLRQDO�VSHHG�PDQDJHPHQW�LQLWLDWLYHV��DQG��LLL��$�PRUH�GHWDLOHG�DQDO\VLV�RI�
EHQHILWV��FRVWV�DQG�LPSOHPHQWDWLRQ�RSWLRQV�IRU�VSHHG�PDQDJHPHQW�DV�D�FRPSRQHQW�
RI�HFR�GULYLQJ�LQ�WKH�8.�����

�YL�� )OHHW�5HWURILW��7KH�QHJDWLYH�FRVW�EHQHILW�UDWLR�IRU�UHWUR�ILWWLQJ�RI�SDUWLFXODWH�ILOWHUV�
LV�GLVDSSRLQWLQJ��6LPLODU�DQDO\VLV�LQ�6ZHHGHQ�VXJJHVWV�D�����FRVW�EHQHILW�DQG�LQ�
&DOLIRUQLD�D������UDWLR��7KH�FDXVH�RI�WKLV�GLVSDULW\�PD\�UHVXOW�IURP�D�QXPEHU�RI�
VPDOO�DVVXPSWLRQV��ZKLFK�LQ�FRPELQDWLRQ�VKLIW�WKH�EDODQFH�VLJQLILFDQWO\��2QH�IDFWRU�
LV�OLNHO\�WR�EH�RYHU�HVWLPDWHG�WHFKQRORJ\�FRVWV��2WKHU�DVVXPSWLRQV�VXFK�DV�WUDS�
HIILFLHQF\�DQG�YHKLFOH�OLIH�WLPHV�PD\�DOVR�SOD\�D�UROH��)XUWKHU�RSWLPLVDWLRQ�PLJKW�
EH�DFKLHYHG�E\�WDUJHWLQJ�IOHHWV��ZKLFK�VSHQG�PRUH�WLPH�LQ�XUEDQ�ORFDWLRQV��$�NH\�
EHQHILW�RI�WKH�UHWURILW�RSWLRQ�LV�WKDW�LW�FDQ�EH�DFKLHYHG�GRPHVWLFDOO\�DQG�TXLFNO\��
7KHVH�DGYDQWDJHV�DUH�ORVW�LQ�WKH�KHDGOLQH�DQDO\VLV���

�YLL�� /RZ�HPLVVLRQ�]RQHV��UHSUHVHQW�WKH�PRVW�SRZHUIXO�DQG�UHDOLVWLF�QHDU�WHUP�RSWLRQ�
IRU�HPLVVLRQV�UHGXFWLRQ�DW�ORFDO�DQG�UHJLRQDO�OHYHO��%HQHILWV�DUH�DFKLHYDEOH�
LQGHSHQGHQWO\�RI�LQWHUQDWLRQDO�GHYHORSPHQWV��7KH�QDWLRQDO�OHYHO�FRVW�EHQHILW�
DVVHVVPHQW�LV�FRPSOH[��:H�VXVSHFW�WKDW�GLVFRXQWLQJ�DQG�WLPH�IUDPH�HIIHFWV�
FRQVSLUH�DJDLQVW�WKH�VFKHPHV��)XUWKHU�µXQ�SLFNLQJ¶�RI�WKH�DQDO\VLV�LV�MXVWLILHG��:H�
ZHOFRPH�'HIUD¶V�VXJJHVWLRQ�DW�WKH�UHFHQW�6WDNHKROGHU�ZRUNVKRS��WKDW�LUUHVSHFWLYH�
RI�WKH�QDWLRQDO�DQDO\VLV��/(=�VFKHPHV�FDQ�EH�DWWUDFWLYH�IURP�WKH�ORFDO�DQG�UHJLRQDO�
SHUVSHFWLYH��:H�DUH�FRQFHUQHG�KRZHYHU�WKDW�SURJUHVV�ZLOO�VLPSO\�QRW�RFFXU�
ZLWKRXW�JUHDWHU�QDWLRQDO�OHYHO�VXSSRUW�DQG�FRPPLWPHQW��)LQDOO\��ZH�QRWH�WKDW�HYHQ�
XQGHU�WKH�QHZO\�SURSRVHG�&DIp�GLUHFWLYH��PHPEHU�VWDWHV�PXVW�VWLOO�GHPRQVWUDWH�
WKH\�DUH�WDNLQJ�DOO�UHDVRQDEOH�PHDVXUHV�WR�DFKLHYH�FRPSOLDQFH�ZLWK�OLPLW�YDOXHV��
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'RPHVWLFDOO\��/(=�VFKHPHV�DQG�UHODWHG�PHDVXUHV�UHSUHVHQW�RQH�RI��LI�QRW�WKH��
PRVW�LPSRUWDQW�VWHS��ZKLFK�FDQ�EH�WDNHQ��

5HFRPPHQGDWLRQ�����3URJUHVV�WKH�SUHIHUUHG�PHDVXUHV��&KDSWHU����SDUD�������DOVR�VXSSRUW�
KLJKHU�LQWHQVLW\�12[�VWDQGDUGV�IRU�YHKLFOHV��LQGXVWULDO�PHDVXUHV�.��DQG�.���VPDUWHU�FKRLFHV�
VSHHG�PDQDJHPHQW��IOHHW�UHWURILW�DQG�/RZ�HPLVVLRQ�]RQHV�
�

4����5HWHQWLRQ�RI�H[LVWLQJ�REMHFWLYHV��S�����
'R�\RX�DJUHH�WKDW�ZH�VKRXOG�UHWDLQ�WKH�H[LVWLQJ�REMHFWLYHV�IRU�QLWURJHQ�GLR[LGH��
SDUWLFOHV��30�����R]RQH��IRU�KXPDQ�KHDOWK���SRO\F\FOLF�DURPDWLF�K\GURFDUERQV��
VXOSKXU�GLR[LGH��IRU�KXPDQ�KHDOWK���OHDG��FDUERQ�PRQR[LGH��EHQ]HQH������EXWDGLHQH"�

16&$�VXSSRUW�WKH�UHWHQWLRQ�RI�WKHVH�H[LVWLQJ�REMHFWLYHV��3DUWLFOHV�DUH�D�FOHDU�KHDOWK�SULRULW\��
1LWURJHQ�GLR[LGH�REMHFWLYHV�DUH�YLWDO��IROORZLQJ�WKHLU�UHFHQW�UHFRQILUPDWLRQ�E\�WKH�:RUOG�+HDOWK�
$XWKRULW\�DQG�KLJK�OHYHOV�RI�QRQ�FRPSOLDQFH��$�WKLUG�LPSRUWDQW�REMHFWLYH�LV�WKH�62�����PLQ�
PHDQ��$OWKRXJK��QRW�UHTXLUHG�XQGHU�(8�OHJLVODWLRQ��WKLV�LV�ZHOO�VXSSRUWHG�E\�LPSDFWV�HYLGHQFH�
DQG�E\�(3$46��16&$�VWURQJO\�RSSRVH�DQ\�PRYH�WR�XQGHUPLQH�LW��7KH�SURYLVLRQDO�VWDWXV�RI�WKH�
12��REMHFWLYH�FUHDWHV�XQQHFHVVDU\�DPELJXLW\�DQG�VKRXOG�EH�UHPRYHG���

16&$�UHPDLQV�FRPPLWWHG�WR�WKH�DFKLHYHPHQW�RI�DOO�$42V��DQG�OLPLW�YDOXHV���DQG�VXSSRUW�DOO�
SUDFWLFDEOH�DFWLRQ�WR�DFKLHYH�WKLV�DV�TXLFNO\�DV�SRVVLEOH��7KH�JRYHUQPHQW�VKRXOG�VHW�RXW�FOHDUO\�
ZLWKLQ�WKH�VWUDWHJ\��ZKHQ�WKLV�ZLOO�EH�DFKLHYHG�DQG�E\�ZKDW�PHDVXUHV���

:H�UHFRJQLVH�WKH�ZLGH�VSUHDG�FRQFHUQ�DPRQJVW�KHDOWK�SURIHVVLRQDOV�UHJDUGLQJ�WKH�LPSDFWV�RI�
SDUWLFOHV�DQG�UHIOHFW�RQ�WKH�GLVWDQFH�VWLOO�WR�WUDYHO��7KH�UHYLVHG�:+2�UHFRPPHQGDWLRQV�IRU�30���
DQG�30����UHSUHVHQW�LPSRUWDQW�ORQJ�WHUP�JRDOV��:H�DOVR�UHFRJQLVH�WKDW�VLJQLILFDQW�EHQHILWV�FDQ�
EH�DFKLHYHG�WKURXJK�WKH�LPSOHPHQWDWLRQ�RI�D�ZLGH�DUHD�H[SRVXUH�UHGXFWLRQ�SROLF\�IRU�30����DQG�
ZHOFRPH�WKLV�SURSRVDO���

3URYLGHG�DQ�DPELWLRXV�DQG�ELQGLQJ�H[SRVXUH�UHGXFWLRQ�UHJLPH�LV�LPSOHPHQWHG��DQG�VWHSV�DUH�
WDNHQ�WR�HQVXUH�WKDW�µH[SRVXUH�UHGXFWLRQ�WKLQNLQJ¶�SHUPHDWHV�WR�DOO�OHYHOV��VHH�UHVSRQVH�WR�
4��������ZH�DFFHSW�WKH�SURSRVDO�WR�GURS�WKH�SURYLVLRQDO�30����������REMHFWLYHV��:LWKRXW�WKHVH�
SURYLVLRQV�LQ�SODFH��WKH�PRYH�LV�SUHPDWXUH��

5HFRPPHQGDWLRQ�����16&$�UHPDLQV�FRPPLWWHG�WR�WKH�UHWHQWLRQ�DQG�DFKLHYHPHQW�RI�DOO�
H[LVWLQJ�$42V��DQG�OLPLW�YDOXHV���:H�VXSSRUW�DOO�SUDFWLFDEOH�DFWLRQ�WR�DFKLHYH�WKLV�DV�TXLFNO\�DV�
SRVVLEOH��7KH�JRYHUQPHQW�VKRXOG�VHW�RXW�FOHDUO\�ZLWKLQ�WKH�VWUDWHJ\��ZKHQ�WKLV�ZLOO�EH�DFKLHYHG�
DQG�E\�ZKDW�PHDVXUHV��
�

����(FRV\VWHP�REMHFWLYHV�IRU�12[��62��DQG�R]RQH��&KDSWHU����S�����
'R�\RX�DJUHH�WR�WKH�SURSRVHG�QHZ�REMHFWLYHV�IRU�R[LGHV�RI�QLWURJHQ��12[��DQG�
VXOSKXU�GLR[LGH��62���IRU�WKH�SURWHFWLRQ�RI�HFRV\VWHPV�DQG�YHJHWDWLRQ�LQ�SDUWLFXODU�
DW�GHVLJQDWHG�VLWHV"�'R�\RX�DJUHH�WR�WKH�SURSRVHG�QHZ�REMHFWLYHV�IRU�R]RQH�IRU�WKH�
SURWHFWLRQ�RI�HFRV\VWHPV�DQG�YHJHWDWLRQ"�

<HV��ZH�VXSSRUW�WKHVH�REMHFWLYHV��WKRXJK�DUH�FRQFHUQHG�WKDW�WKH\�GR�QRW�DSSHDU�YHU\�
DPELWLRXV��VLQFH�WKH\�GR�QRW�UHTXLUH�DQ\�DGGLWLRQDO�DFWLRQ�RU�PHDVXUHV��:H�VXJJHVW�WKDW������
FRPSOLDQFH�IRU�WKH�12[�REMHFWLYH�EH�FRQVLGHUHG�IRU�������

�
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4����3ROLF\�IUDPHZRUN�IRU�SDUWLFOHV��&KDSWHU����S�����S�����S�����
�

4������'R�\RX�DJUHH�WKDW�ZH�VKRXOG�EHJLQ�WR�PRYH�WKH�SROLF\�IUDPHZRUN�WR�LQFOXGH�
H[SRVXUH�UHGXFWLRQ�W\SH�RI�REMHFWLYHV�IRU�QRQ�WKUHVKROG�SROOXWDQWV�VXFK�DV�SDUWLFOHV"�
3OHDVH�VSHFLI\�ZK\��

16&$�VWURQJO\�VXSSRUWV�WKH�SURSRVDO�WR�PRYH�WKH�SROLF\�IUDPHZRUN�WR�LQFOXGH�H[SRVXUH�
UHGXFWLRQ�REMHFWLYHV�IRU�SDUWLFOHV���:H�DFFHSW�WKDW�WKH�H[LVWLQJ�IUDPHZRUN�ZLOO�LQHYLWDEO\�IRFXV�
DWWHQWLRQ�WRZDUGV�WKH�UHGXFWLRQ�RI�SROOXWDQW�FRQFHQWUDWLRQV�DW�³KRW�VSRW´�ORFDWLRQV��DQG�ZLOO�QRW�
SURYLGH�WKH�RSWLPXP�RXWFRPH�IRU�SXEOLF�KHDOWK���:H�EHOLHYH�WKDW�LW�LV�LPSRUWDQW�WKDW�WKH�
H[SRVXUH�UHGXFWLRQ�DSSURDFK�EH�LPSOHPHQWHG�LQ�WDQGHP�ZLWK�³EDFNVWRS´�REMHFWLYHV�LQ�RUGHU�WR�
PDLQWDLQ�HQYLURQPHQWDO�HTXLW\�IRU�WKH�8.�SRSXODWLRQ��

,Q�RUGHU�WR�UHIOHFW�WKH�VHULRXV�KHDOWK�LPSDFWV��WKH�VWDWXV�RI�WKH�REMHFWLYHV�LV�DV�LPSRUWDQW�DV�
WKHLU�QXPHULFDO�YDOXH��&RQVHTXHQWO\��WKH\�VKRXOG�EH�LQWURGXFHG�ZLWK�IXOO�UDWKHU�WKDQ�SURYLVLRQDO�
VWDWXV��,Q�SUDFWLFH��LW�LV�LPSRUWDQW�WKDW�WKH�REMHFWLYHV�DUH�VHHQ�WR�UHSUHVHQW�µKDUG¶�WDUJHWV���

5HFRPPHQGDWLRQ�����,QWURGXFH�H[SRVXUH�UHGXFWLRQ�REMHFWLYHV�IRU�SDUWLFOHV��LQ�WDQGHP�ZLWK�
EDFNVWRS�REMHFWLYHV��7KHVH�QHHG�WR�EH�KDUG�UDWKHU�WKDQ�SURYLVLRQDO�REMHFWLYHV�DQG�WKH�VWUDWHJ\�
VKRXOG�FRPPLW�JRYHUQPHQW���L��WR�WLPHO\�DQG�HIIHFWLYH�DFWLRQ�DW�DOO�OHYHOV���LL��WR�NHHS�SURJUHVV�
XQGHU�UHYLHZ��DQG��LI�LW�DSSHDUV�WKDW�ZH�DUH�RII�WDUJHW���LLL��WR�LGHQWLI\�DQG�LPSOHPHQW�IXUWKHU�
PHDVXUHV��$GGLWLRQDO�VWHSV��VXFK�DV�LQFOXGLQJ�WKH�QHZ�REMHFWLYHV�DV�D�36$�WDUJHW��ZRXOG�KHOS�
WR�GHPRQVWUDWH�DQG�HQVXUH�WKH�QHFHVVDU\�UHVROYH��
�

4������:KDW�GR�\RX�WKLQN�WKH�UROH�RI�WKH�GHYROYHG�DGPLQLVWUDWLRQV�DQG�ORFDO�
DXWKRULWLHV�VKRXOG�EH�XQGHU�WKLV�QHZ�IUDPHZRUN"�

16&$�EHOLHYHV�WKDW�WKH�QHZ�H[SRVXUH�UHGXFWLRQ�IUDPHZRUN�VKRXOG�EH�LPSOHPHQWHG�DW�WKH�OHYHO�
RI�WKH�GHYROYHG�DGPLQLVWUDWLRQV��UDWKHU�WKDQ�DW�D�8.�OHYHO��VHH�EHORZ���:H�DJUHH�WKDW�LW�ZRXOG�
EH�LPSUDFWLFDO�WR�LPSOHPHQW�WKH�DSSURDFK�DW�WKH�ORFDO�DXWKRULW\�OHYHO��DQG�ZH�ZRXOG�QRW�
SURSRVH�WKDW�H[SRVXUH�UHGXFWLRQ�REMHFWLYHV�EH�LQFOXGHG�ZLWKLQ�WKH�/$40�SURFHVV��

+RZHYHU��ZH�EHOLHYH�WKDW�ORFDO�DXWKRULWLHV�KDYH�DQ�LPSRUWDQW�UROH�WR�SOD\�LQ�GHOLYHULQJ�D�
UHGXFWLRQ�LQ�H[SRVXUH�WR�30���2QH�SRWHQWLDO�URXWH�ZRXOG�EH�YLD�WKH�SODQQLQJ�DQG�GHYHORSPHQW�
FRQWURO�V\VWHP��IRU�H[DPSOH�E\�HQVXULQJ�WKDW�PLWLJDWLRQ�PHDVXUHV�WR�UHGXFH�30�HPLVVLRQV�DUH�
FRQVLGHUHG�DQG�UHTXLUHG�IRU�DOO�QHZ�GHYHORSPHQW�VFKHPHV��7R�HQVXUH�WKDW�WKLV�LV�HIIHFWLYHO\�
LPSOHPHQWHG��ZH�XUJH�*RYHUQPHQW�WR�FRQVLGHU�DSSURSULDWH�DPHQGPHQWV�WR�336����)XUWKHU�
FRQVLGHUDWLRQ�LV�DOVR�UHTXLUHG�WR�HQFRXUDJH�FRQVLGHUDWLRQ�RI�H[SRVXUH�UHGXFWLRQ�LQ�ORFDO�
WUDQVSRUW�SODQQLQJ�DQG�WKURXJK�UHJLRQDO�OHYHO�VWUDWHJLF�SURFHVVHV�DQG�LQLWLDWLYHV���

,W�VKRXOG�EH�UHFRJQLVHG�WKDW�GURSSLQJ�WKH�30��������REMHFWLYH�KDV�LPSRUWDQW�LPSOLFDWLRQV�DW�
ORFDO�DQG�UHJLRQDO�OHYHO��7KHUH�LV�D�ULVN�WKDW�WKLV�ZRXOG�ZHDNHQ�RU�UHPRYH�DOWRJHWKHU�GULYHUV�WR�
UHGXFH�SDUWLFOH�SROOXWLRQ�WKURXJK�/$40��:HDNHU�OLPLW�YDOXHV�DOVR�LQFUHDVH�WKH�ULVN�RI�ORFDOLVHG�
EDFNJURXQG�FUHHS��7KHVH�FRQFHUQV�UHLQIRUFH�WKH�QHHG�IRU�H[SRVXUH�UHGXFWLRQ�WR�EH�WDNHQ�LQWR�
FRQVLGHUDWLRQ�DW�DOO�OHYHOV��VHH�DOVR�UHVSRQVH�WR�4�������

7KH�UHJLRQDO�FRQWULEXWLRQ�LV�DOVR�LPSRUWDQW��,W�LV�IHOW�WKDW�WKLV�KDV�EHHQ�RYHU�ORRNHG�LQ�WKH�
VWUDWHJ\�UHYLHZ��*UHDWHU�HPSKDVLV�LV�UHTXLUHG�DQG�IXUWKHU�FRQVLGHUDWLRQ�LV�QHHGHG�DV�WR�KRZ�
UHJLRQDO�OHYHO�SURFHVVHV�WDNH�DLU�TXDOLW\�LQWR�DFFRXQW�DQG�DFWLYHO\�SURPRWH�UHGXFHG�HPLVVLRQV�
DQG�FOHDQHU�DLU���

5HFRPPHQGDWLRQ�����6WUHQJWKHQ�SDUDJUDSK������VR�WKDW�LW���L��µVWURQJO\�HQFRXUDJHV¶�
DXWKRULWLHV�µWR�FRQVLGHU�PHDVXUHV�WKDW�UHGXFH�FRQFHQWUDWLRQV�RI�QRQ�WKUHVKROG�SROOXWDQWV�VXFK�
DV�SDUWLFOHV�DW�DQ\�FRQFHQWUDWLRQ��DFURVV�WKHLU�ZKROH�DUHDV��QRW�MXVW�IRU�DUHDV�RI�$42�
H[FHHGHQFH�¶��LL��,GHQWLILHV�VSDWLDO�DQG�WUDQVSRUW�SODQQLQJ�DV�SULRULW\�ORFDO�UHJLRQDO�OHYHO�
SURFHVVHV�IRU�UHGXFLQJ�SRSXODWLRQ�H[SRVXUH�WR�SDUWLFOHV���LLL��6LJQDOV�WKH�LQWHQWLRQ�WR�PDNH�
DSSURSULDWH�DPHQGPHQWV�WR�VWDWXWRU\�JXLGDQFH�IRU�ORFDO�DLU�TXDOLW\�PDQDJHPHQW��DQG�
ORFDO�UHJLRQDO�VSDWLDO�DQG�WUDQVSRUW�SODQQLQJ�UHJLPHV��HVSHFLDOO\�336�������

�
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4������'R�\RX�DJUHH�WKDW�WKH�H[SRVXUH�UHGXFWLRQ�DSSURDFK�VKRXOG�EH�SXUVXHG�DW�D�
8.�OHYHO�ILUVW�DQG�WKDW�WKH�SRVVLELOLW\�RI�PRYLQJ�WR�D�GHYROYHG�DGPLQLVWUDWLRQ�OHYHO�
VKRXOG�EH�FRQVLGHUHG�DW�D�ODWHU�VWDJH"�3OHDVH�VSHFLI\�ZK\��

16&$�EHOLHYHV�WKDW�LW�ZRXOG�EH�SUHIHUDEOH�WR�LPSOHPHQW�WKH�QHZ�H[SRVXUH�UHGXFWLRQ�DSSURDFK�
DW�WKH�OHYHO�RI�WKH�GHYROYHG�DGPLQLVWUDWLRQV���7KHUH�LV�D�VWURQJ�30����JUDGLHQW�DFURVV�WKH�8.�
IURP�WKH�QRUWK�WR�WKH�VRXWK���WKHUH�LV�WKHUHIRUH�D�SRWHQWLDO�WR�LQWURGXFH�GLIIHUHQW�H[SRVXUH�
UHGXFWLRQ�WDUJHWV�WR�EHWWHU�UHIOHFW�WKH�GLIIHUHQW�30�FRPSRVLWLRQ�DQG�EDFNJURXQG�FRQWULEXWLRQV�
ZLWKLQ�WKH�GHYROYHG�DGPLQLVWUDWLRQV��

5HFRPPHQGDWLRQ�����LPSOHPHQW�WKH�QHZ�H[SRVXUH�UHGXFWLRQ�DSSURDFK�DW�WKH�OHYHO�RI�WKH�
GHYROYHG�DGPLQLVWUDWLRQV��
�

4������:KDW�DUH�\RXU�YLHZV�RQ�PRYLQJ�WKH�SROLF\�IUDPHZRUN�WR�LQFOXGH�30����DV�ZHOO�
DV�30��"�

16&$�ZHOFRPHV�WKH�LQWURGXFWLRQ�RI�REMHFWLYHV�IRU�30����DV�ZHOO�DV�WKRVH�IRU�30��
���7KH�VWXGLHV�

XQGHUWDNHQ�E\�:+2�KDYH�VKRZQ�LQFUHDVLQJ�HYLGHQFH�WKDW�LW�LV�WKH�ILQHU�IUDFWLRQ�RI�30�WKDW�LV�
UHVSRQVLEOH�IRU�WKH�KXPDQ�KHDOWK�LPSDFWV��

+RZHYHU��16&$�LV�VWURQJO\�RI�WKH�RSLQLRQ�WKDW�WKH�H[LVWLQJ�DQQXDO�PHDQ�DQG�GDLO\�PHDQ�30���
REMHFWLYHV�VKRXOG�EH�UHWDLQHG���:+2�DGYLFH�LV�WKDW�KHDOWK�LPSDFWV�IURP�WKH�FRDUVH�IUDFWLRQ�RI�
30�FDQQRW�EH�GLVFRXQWHG���)XUWKHU��ZH�EHOLHYH�WKDW�LW�LV�HVVHQWLDO�WR�UHWDLQ�D�VKRUW�WHUP�
REMHFWLYH�IRU�30���WR�SURYLGH�DGHTXDWH�SURWHFWLRQ�WR�KHDOWK���:KLOVW�HPSLULFDO�UHODWLRQVKLSV�
KDYH�EHHQ�GHYHORSHG�EHWZHHQ�WKH�DQQXDO�PHDQ�DQG�GDLO\�PHDQ�FRQFHQWUDWLRQV��WKHUH�LV�
SRWHQWLDO�WKDW�VXFK�UHODWLRQVKLSV�PD\�DOWHU�LQ�WKH�IXWXUH�DV�WKH�30�VRXUFH�FRQWULEXWLRQV�FKDQJH��

5HFRPPHQGDWLRQ�����,QWURGXFH�QHZ�REMHFWLYHV�IRU�30����DQG�UHWDLQ�REMHFWLYHV�IRU�30���
�

4������6KRXOG�WKH�8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�DGPLQLVWUDWLRQV�ZDLW�XQWLO�D�
(XURSHDQ�H[SRVXUH�UHGXFWLRQ�REMHFWLYH�LV�ILQDOO\�DJUHHG�LQ�(XURSH�EHIRUH�DGRSWLQJ�D�
QHZ�QDWLRQDO�REMHFWLYH�IRU�SDUWLFOHV"��RU�6KRXOG�WKH�8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�
DGPLQLVWUDWLRQV�DGRSW�QHZ�H[SRVXUH�UHGXFWLRQ�DQG�FRQFHQWUDWLRQ�FDS�REMHFWLYHV�IRU�
30����QRZ�DQG�UHYLHZ�WKHP�DIWHU�ILQDO�DJUHHPHQW�KDV�EHHQ�UHDFKHG�LQ�(XURSH"�

16&$�EHOLHYHV�WKDW�WKH�8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�DGPLQLVWUDWLRQV�VKRXOG�DGRSW�QHZ�
H[SRVXUH�UHGXFWLRQ�DQG�FRQFHQWUDWLRQ�FDS�REMHFWLYHV�IRU�30����DW�WKH�HDUOLHVW�RSSRUWXQLW\���
:KLOVW�WKH�RXWFRPH�RI�WKH�GHEDWH�RQ�WKH�&$)e�'LUHFWLYH�ZLOO�HYHQWXDOO\�QHHG�WR�EH�
LPSOHPHQWHG�ZLWKLQ�8.�OHJLVODWLRQ��16&$�XUJHV�WKH�8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�
DGPLQLVWUDWLRQV�WR�VHW�FKDOOHQJLQJ�REMHFWLYHV�IRU�30����LQ�RUGHU�WR�SURYLGH�DGHTXDWH�SURWHFWLRQ�
IRU�KXPDQ�KHDOWK��

5HFRPPHQGDWLRQ�����$GRSW�QHZ�H[SRVXUH�UHGXFWLRQ�DQG�FRQFHQWUDWLRQ�FDS�REMHFWLYHV�IRU�30����
DW�WKH�HDUOLHVW�RSSRUWXQLW\��
�

4������,I�WKH�8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�DGPLQLVWUDWLRQV�SURFHHG�QRZ�ZLWK�WKH�
SURSRVDOV�IRU�D�QHZ�ORQJ�WHUP�SDUWLFOH�REMHFWLYHV��VHW�RXW�LQ�&KDSWHU����GR�\RX�
FRQVLGHU�WKDW�WKH�SURSRVHG�YDOXHV�RI�D�����H[SRVXUH�UHGXFWLRQ�REMHFWLYH�DQG�D�
���J�P���FRQFHQWUDWLRQ�FDS�REMHFWLYH�����J�P���IRU�6FRWODQG��DUH�UHDVRQDEOH"�

,Q�OLJKW�RI�WKH�VWURQJ�HYLGHQFH�EDVH�VKRZLQJ�VLJQLILFDQW�KHDOWK�LPSDFWV�RI�SDUWLFOHV��LW�LV�YLWDO�
WKDW�WKH�REMHFWLYHV�DUH�ERWK�FKDOOHQJLQJ�DQG�FUHGLEOH��7KH\�PXVW�EH�FKDOOHQJLQJ�VR�WKDW�WKH\�
GULYH�LQQRYDWLRQ�LQ�SROLF\��SUDFWLFH�DQG�WHFKQRORJ\��7KH\�PXVW�EH�FUHGLEOH��VR�WKDW�ZKHQ�
GLIILFXOW�GHFLVLRQV�QHHG�WR�EH�PDGH��WKH\�DUH�QRW�VLPSO\�UHSODFHG�ZLWK�PRUH�FRQYHQLHQW�
PHWULFV��$�WDUJHW��ZKLFK�UHIOHFWV�WKH�EXVLQHVV�DV�XVXDO�FDVH�FDQQRW�EH�FRQVLGHUHG�WR�EH�
FKDOOHQJLQJ��$�WDUJHW��ZKLFK�UHIOHFWV�WKH�DSSOLFDWLRQ�RI�µEHVW�FXUUHQW�PHDVXUHV¶�LV�DOVR�ODFNLQJ�LQ�
DPELWLRQ��DV�LW�IDLOV�WR�SURYLGH�VWURQJ�GULYHUV�IRU�LQQRYDWLRQ���
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(PSLULFDO�UHODWLRQVKLSV�VXJJHVW�WKDW�WKH������GDLO\�30���REMHFWLYH�LV�URXJKO\�HTXLYDOHQW�WR�DQ�
DQQXDO�PHDQ�YDOXH�RI�DURXQG����XJP����$VVXPLQJ�D�30����30���UDWLR�RI�DSSUR[���������WKLV�
HTXDWHV�WR�D�30����OLPLW�RI�DURXQG�������XJP����$�FDS�RI����LV�FOHDUO\�YHU\�ZHDN��

7KH�*RYHUQPHQW¶V�VHFRQG�5,$�RQ�WKH�&DIp�'LUHFWLYH�VXJJHVWV�WKDW�D�UHGXFWLRQ�WDUJHW�RI�����LV�
FRQVLVWHQW�ZLWK�SUHIHUUHG�PHDVXUHV�LGHQWLILHG�LQ�WKH�UHYLHZ��DOVR�WKDW�D�ORZHU�FDS�LV�DFKLHYDEOH��
16&$�EHOLHYH�HYHQ�VWURQJHU�DFWLRQ�LV�ERWK�SRVVLEOH�DQG�GHVLUDEOH��VHH�4����������:H�DOVR�
EHOLHYH�WKDW�WDUJHWV�VKRXOG�EH�VHW�VR�DV�WR�GULYH�DFWLRQ��UDWKHU�WKDQ�VLPSO\�WR�ERXQG�
H[SHFWDWLRQV��$�PRUH�VWULQJHQW�WDUJHW�LV�WKHUHIRUH�UHTXLUHG��

6HH�DOVR�FRPPHQWV�LQ�������UHJDUGLQJ�WKH�LPSRUWDQFH�RI�WKH�VWDWXV�RI�REMHFWLYHV�DV�ZHOO�DV�
WKHLU�QXPHULFDO�YDOXHV��

5HFRPPHQGDWLRQ�����6HW�FDS�DQG�UHGXFWLRQ�REMHFWLYHV�DV����XJP����������DQG������������
UHVSHFWLYHO\���
�

4����&ULWLFDO�ORDGV�±�DFLGLILFDWLRQ�DQG�QHXWULILFDWLRQ��&KDSWHU����S�����S�����

�
4������'R�\RX�DJUHH�ZLWK�WKH�SROLF\�SRVLWLRQ�RQ�FULWLFDO�ORDGV�VHW�RXW�LQ�VHFWLRQ�������
RI�&KDSWHU��"�,Q�SDUWLFXODU��VKRXOG�WKH�8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�
DGPLQLVWUDWLRQV�DGRSW�D�QXPHULFDO�WDUJHW�IRU�WKH�UHGXFWLRQ�RI�FULWLFDO�ORDG�
H[FHHGHQFHV�IRU�DFLGLW\�DQG�QLWURJHQ�QXWULHQW�LQ�DGGLWLRQ�WR�WKH�ORQJ�WHUP�JRDO�RI�
UHPRYLQJ�H[FHHGHQFHV�RI�FULWLFDO�ORDGV"�,I�VR��SOHDVH�VWDWH�ZK\�

:H�VXSSRUW�WKH�DLP�RI�HOLPLQDWLQJ�FULWLFDO�ORDG�H[FHHGHQFHV�LQ�WKH�ORQJ�WHUP��:LWK�DURXQG�KDOI�
WKH�8.¶V�VHQVLWLYH�KDELWDWV�VWLOO�H[SHULHQFLQJ�H[FHVVLYH�ORDGV�E\�������D�ORW�PRUH�HIIRUW�LV�
UHTXLUHG���

5HFRPPHQGDWLRQ�����6HW�LQWHULP�WDUJHWV�IRU�UHGXFLQJ�FULWLFDO�ORDG�H[FHHGHQFHV�DV�VRRQ�DV�
SRVVLEOH��7KHVH�VKRXOG�EH�VHW�VR�DV�WR�GULYH�DFWLRQ��QRW�VLPSO\�WR�ERXQG�H[SHFWDWLRQV��
�

4������'R�\RX�DJUHH�ZLWK�WKH�SROLF\�SRVLWLRQ�VHW�RXW�LQ�VHFWLRQ�������RI�&KDSWHU��"�,Q�
SDUWLFXODU��GR�\RX�FRQVLGHU�WKH�FULWLFDO�OHYHO�RI���PJ�P��IRU�DPPRQLD�PHDVXUHG�DV�
DQ�DQQXDO�PHDQ��WR�EH�XVHIXO�LQ�SURWHFWLQJ�1DWXUD������VLWHV��DQG�LV�LW�DSSURSULDWH�
IRU�XVH�LQ�WKH�VHWWLQJ�RI�FRQGLWLRQV�IRU�SHUPLWV�XQGHU�3ROOXWLRQ�3UHYHQWLRQ�&RQWURO"�

:H�VXSSRUW�QHZ�REMHFWLYHV�DQG�EHOLHYH�WKDW�WKH�FULWLFDO�OHYHO�IRU�DPPRQLD�VKRXOG�EH�XVHG�LQ�
WKH�VHWWLQJ�RI�FRQGLWLRQV�XQGHU�33&��,W�VKRXOG�DOVR�DSSO\�IRU�VHQVLWLYH�VLWHV�DIIHFWHG�E\�QRQ�33&�
DFWLYLWLHV���

5HFRPPHQGDWLRQ�����7KH�FULWLFDO�OHYHO�IRU�DPPRQLD�VKRXOG�EH�XVHG�LQ�WKH�VHWWLQJ�RI�FRQGLWLRQV�
XQGHU�33&��
�

4������6KRXOG�WKH�8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�DGPLQLVWUDWLRQV�DGRSW�DQ�DLU�
TXDOLW\�REMHFWLYH�IRU�JDVHRXV�DPPRQLD"�,I�VR��SOHDVH�VWDWH�ZK\��

�

4����%HWWHU�UHJXODWLRQ��&KDSWHU����S�����
'R�\RX�DJUHH�WKDW�WKH�EHWWHU�UHJXODWLRQ�DQG�VLPSOLILFDWLRQ�SURSRVDOV�ZLOO�UHVXOW�LQ�UHGXFWLRQV�LQ�
EXUGHQV�IRU�EXVLQHVVHV"�:KDW�EHWWHU�UHJXODWLRQ�PHDVXUHV�VKRXOG�EH�FRQVLGHUHG"�

16&$�VXSSRUWV�HIIHFWLYH�DQG�HIILFLHQW�UHJXODWLRQ��ZKLFK�UHIOHFWV�WKH�QHHG�IRU�VRFLHW\�WR�RSHUDWH�
ZLWKLQ�HQYLURQPHQWDO�OLPLWV��7KH�DVVHVVPHQW�SUHVHQWHG�LQ�WKH�UHYLHZ�SURYLGHV�VWURQJ�HYLGHQFH�
RI�WKH�FRVWV�DQG�LPSDFWV�RI�DLU�SROOXWLRQ��,W�DOVR�SURYLGHV�UREXVW�VXSSRUW�IRU�D�QXPEHU�RI�
DGGLWLRQDO�PHDVXUHV��2XU�UHVSRQVH�WR�4�����LQGLFDWHV�UHVHUYDWLRQV�ZLWK�UHJDUGV�WR�WKH�
DVVHVVPHQW�SURFHVV��ZKLFK�SUHVHQWV�WRR�KLJK�D�KXUGOH�IRU�SRWHQWLDO�PHDVXUHV��VR�DV�WR�ULVN�
µLQHIILFLHQW�LQ�DFWLRQ�¶�7KHVH�FRQFHUQV�DUH�QRW�DGHTXDWHO\�UHSUHVHQWHG�LQ�WKH�µ%HWWHU�5HJXODWLRQ¶�
GHEDWH��ZKLFK�LQHYLWDEO\�OHDGV�WR�ZHDN�DPELWLRQ�DQG�GHOD\HG�DFWLRQ��
�
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4����(YLGHQFH�DQG�LQQRYDWLRQ��&KDSWHU����S�����
+RZ�VKRXOG�'HIUD�DQG�WKH�GHYROYHG�DGPLQLVWUDWLRQV�WDNH�IRUZDUG�WKHLU�HYLGHQFH�DQG�LQQRYDWLRQ�
QHHGV"�$UH�DOO�WKH�NH\�DUHDV�ZKHUH�HYLGHQFH�LV�UHTXLUHG�FRYHUHG"�:KDW�DUH�WKH�SULRULWLHV�IRU�
IXUWKHU�ZRUN"�
�

$FWLRQ�IRFXVHG�GHYHORSPHQW�ZRUN�

6HFWLRQ���������UHIHUV�WR�PDNLQJ�SROLFLHV�PRUH�HIIHFWLYH��EXW�VD\V�OLWWOH�RQ�DVVHVVLQJ�QHZ�SROLF\�
RSWLRQV�DQG�QHZ�WHFKQRORJLHV��QRU�RQ�VWLPXODWLQJ�WKHLU�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ��,Q�
WKH�8.��WKLV�ZRUN�FXUUHQWO\�DSSHDUV�WR�VLW�ZLWK�VHFWRUDO�GHSDUWPHQWV��ZKHUH�FRPPLWPHQW�WR�
UHGXFLQJ�DLU�SROOXWLRQ�LV�ZHDNHU��%\�FRQWUDVW��LQ�RWKHU�FRXQWULHV�HQYLURQPHQW�GHSDUWPHQWV�DUH�
PRUH�DFWLRQ�IRFXVHG�LQ�WKHLU�GHYHORSPHQW�ZRUN��

,W�LV�D�VSHFLILF�FRQFHUQ�WKDW�'()5$�DSSHDUV�WR�UHO\�HQWLUHO\�RQ�'I7¶V�DGYLFH��UHJDUGLQJ�SRVVLEOH�
IXWXUH�WUDQVSRUW�PHDVXUHV��*UHDWHU�LQQRYDWLRQ�DQG�LQIOXHQFH��QHHGV�WR�VWHP�GLUHFWO\�IURP�'HIUD�
DQG�D�FRKHUHQW�5	'�SURJUDPPH�LV�UHTXLUHG�WR�VXSSRUW�WKLV��

6HH�DOVR�UHVSRQVH�WR�4�����6\VWHPLF�DQG�%HKDYLRXUDO�0HDVXUHV���4�����4����DQG�4�����
�

7HUUHVWULDO�HIIHFWV�

7KH�LQFOXVLRQ�RI�LPSDFWV�RQ�HFRV\VWHPV�DQG�YHJHWDWLRQ�LV�YHU\�ZHOFRPH�LQ�WKLV�UHYLHZ��
+RZHYHU��OLPLWHG�QHZ�PHDVXUHV�KDYH�EHHQ�SURSRVHG��ZKLFK�VSHFLILFDOO\�WDUJHW�WKHVH�SUREOHPV�
DQG�WKH�GRPLQDQW�DVVHVVPHQW�PHWKRGRORJ\��&%$��IDLOV�WR�WDNH�WKH�LPSDFWV�SURSHUO\�LQWR�
DFFRXQW��7KHVH�OLPLWDWLRQV�VKRXOG�WR�EH�DGGUHVVHG�WKURXJK�HYLGHQFH�DQG�LQQRYDWLRQ�ZRUN��

$�µWHUUHVWULDO�HIIHFWV¶�QHWZRUN�VKRXOG�EH�GHYHORSHG��PHDVXULQJ�DLU�SROOXWDQW�LPSDFWV�RQ�
HFRV\VWHPV��7KH�QHWZRUN�VKRXOG�EXLOG�RQ�H[LVWLQJ�PRQLWRULQJ�DFWLYLWLHV�DQG�SURYLGH�WKH�
HYLGHQFH�EDVH�IRU�SROLF\�DVVHVVPHQW�DQG�GHFLVLRQ�PDNLQJ��7KH�QHWZRUN�LV�SDUWLFXODUO\�
LPSRUWDQW�LQ�GHYHORSLQJ�D�EHWWHU�XQGHUVWDQGLQJ�RI�WKH�LQWHUDFWLRQV�EHWZHHQ�FOLPDWH�FKDQJH�DQG�
DWPRVSKHULF�SROOXWDQWV�LQ�UHODWLRQ�WR�HFRV\VWHP�IXQFWLRQV�DQG�LPSDFWV����

5HFRPPHQGDWLRQ�����0RUH�VXEVWDQWLDO�FRPPLWPHQWV�DUH�UHTXLUHG�WR�SURWHFW�HFRV\VWHPV��
7KHVH�HIIRUWV�ZRXOG�EH�ZHOO�VXSSRUWHG�E\�WKH�VHWWLQJ�XS�RI�D�µWHUUHVWULDO�HIIHFWV¶�QHWZRUN��WR�
PRQLWRU�LPSDFWV�DQG�FKDUW�SURJUHVV��
�

4����$LU�4XDOLW\�DQG�&OLPDWH�&KDQJH��&KDSWHU����S�����
'R�\RX�DJUHH�WKDW�WKH�8.�*RYHUQPHQW�DQG�WKH�GHYROYHG�DGPLQLVWUDWLRQV�VKRXOG�GHVLJQ�SROLFLHV�
WR�HQVXUH�WKH�RSWLPDO�LPSURYHPHQWV�IRU�ERWK�DLU�TXDOLW\�DQG�JUHHQKRXVH�JDVHV��FOLPDWH�
FKDQJH�"�

<HV��ZH�DJUHH�WR�WKLV�DSSURDFK��+RZHYHU��WKH�NH\�TXHVWLRQV�DUH�ZKDW�GRHV�WKLV�PHDQ"�DQG�LV�LW�
KDSSHQLQJ"�5HFHQW�HIIRUWV�WR�GHPRQVWUDWH�MRLQHG�XS�WKLQNLQJ�RQ�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH�
DUH�HQFRXUDJLQJ�DQG�ZHOFRPH��+RZHYHU��D�PRUH�YLJRURXV�DSSURDFK�LV�UHTXLUHG��16&$�DFFHSW�
DQG�VXSSRUW�WKDW�LQ�WKH�VKRUW�WHUP�WKHUH�PD\�EH�D�FDUERQ�FRVW�DVVRFLDWHG�ZLWK�QHFHVVDU\�
PHDVXUHV�WR�LPSURYH�DLU�TXDOLW\��:H�DOVR�ILUPO\�EHOLHYH�WKDW�LQ�WKH�PHGLXP�WR�ORQJ�WHUP�
PHDVXUHV�WR�UHGXFH�*+*�HPLVVLRQV�DQG�DLU�TXDOLW\�SROOXWDQWV�ZLOO�FRQYHUJH��SURYLGLQJ�PXWXDO�
EHQHILWV���
�

,PSRUWDQW�OLQNV�EHWZHHQ�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH�DUH�EHLQJ�GRZQSOD\HG�

:H�DUH�FRQFHUQHG�DW�WKH�ODFN�RI�QHZ�LGHDV�SUHVHQWHG�LQ�WKH�UHSRUW�ZLWK�UHJDUG�WR�OLQNLQJ�DFWLRQ�
RQ�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH��7KH�RYHUDOO�WRQH�LV�SOD\�GRZQ�WKH�LVVXH���

�L��:KLOH�WKH�UHYLHZ�LGHQWLILHV�WKDW�³WKH�NH\�GULYLQJ�IRUFHV�EHKLQG�FOLPDWH�FKDQJH�DQG�SRRU�DLU�
TXDOLW\�DUH�VLPLODU��H�J��HFRQRPLF�JURZWK��FRQVXPSWLRQ��SURGXFWLRQ�SURFHVV�DQG�GHPRJUDSK\��
7KH\�VKDUH�PDQ\�HPLVVLRQV�VRXUFHV��VR�DQ\�DEDWHPHQW�VWUDWHJ\�ZLOO�LPSDFW�RQ�ERWK´��LW�IDLOV�WR�
UHIOHFW�WKLV�LQ�DQ\�VXEVWDQWLDO�ZD\��7KH�FDVXDO�FRQFOXVLRQ�WKDW�VKRUW�WHUP�WUDGH�RIIV�DUH�
XQDYRLGDEOH�DQG�MXVWLILHG�LV�QRW�VXSSRUWHG�E\�GLVFXVVLRQ��6LPLODUO\��WKHUH�DSSHDUV�QR�SODQ�WR�
VWLPXODWH�JUHDWHU�SROLF\�LQWHJUDWLRQ�LQ�WKH�PHGLXP�DQG�ORQJHU�WHUP���
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�LL��,W�PD\�EH�WKDW�³WKH�DLU�TXDOLW\�EHQHILWV�RI�WKH�&&35�PHDVXUHV�DUH�VPDOO�FRPSDUHG�WR�WKH�
EHQHILWV�RI�VRPH�RI�WKH�VSHFLILF�DLU�TXDOLW\�PHDVXUHV�LGHQWLILHG�LQ�WKLV�UHYLHZ´��7KRXJK�VLQFH�WKH�
&&3�LV�IRFXVVHG�SULPDULO\�RQ�DFWLRQ�RXW�WR�������WKLV�LV�QRW�VXUSULVLQJ��:H�EHOLHYH�WKDW�FOLPDWH�
DQG�HQHUJ\�SROLF\�RYHU�WKH�SHULRG�����������KDV�VLJQLILFDQW�LPSOLFDWLRQV�IRU�DLU�TXDOLW\��,Q�WKLV�
FRQWH[W��WKH�FRQFOXVLRQV�UHJDUGLQJ�WKH�&&3��VD\�PRUH�DERXW�LWV�RZQ�DPELWLRQ��WKDQ�LW�GRHV�
DERXW�SRWHQWLDO�DLU�TXDOLW\�EHQHILWV�UHVXOWLQJ�IURP�RSWLRQV�VXFK�DV�IXHO�VXEVWLWXWLRQ��HQHUJ\�
HIILFLHQF\�DQG�EHKDYLRXU�FKDQJH���

�LLL��6HFWLRQ���������LGHQWLILHV�WKH�OLQNDJHV�DQG�HPSKDVLVHV�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�WZR�
LVVXHV��+RZHYHU�LW�IDLOV�WR�UHIOHFW�RQ�WKHLU�JURZLQJ�FRQYHUJHQFH��2Q�WKH�RQH�KDQG�*+*�
HPLVVLRQ�WDUJHWV�DQG�FDUERQ�DFFRXQWLQJ�DUH�EHFRPLQJ�PRUH�LPSRUWDQW�DW�QDWLRQDO��UHJLRQDO�DQG�
HYHQ�ORFDO�OHYHOV��7KH�IRFXV�RI�DFWLRQ�RQ�DLU�TXDOLW\�LV�PRYLQJ�XS�IURP�EHLQJ�D�ORFDO�FRQFHUQ�
WRZDUGV�QDWLRQDO�DQG�LQWHUQDWLRQDO�VFDOHV��7KLV�LPSOLHV�WKDW�WKHUH�DUH�JURZLQJ�RSSRUWXQLWLHV�IRU�
LQWHUDFWLRQ��0RUH�GHWDLOHG�FRQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�WKH�SROLF\�LPSOLFDWLRQ�RI�WKLV�
FKDQJLQJ�ODQGVFDSH��

�
$LU�4XDOLW\�LV�QRW�WKH�VWURQJHVW�GULYHU�IRU�UHGXFLQJ�HPLVVLRQV�WR�DLU�

16&$�EHOLHYHV�WKDW�DLU�TXDOLW\�SROLF\�LV�DW�D�FURVV�URDGV��)RU�VRPH�WLPH�QRZ�WUDGLWLRQDO�HQG�RI�
SLSH�IL[HV��WKRXJK�VWLOO�LPSRUWDQW��DUH�VKRZLQJ�GLPLQLVKLQJ�UHWXUQV��%\�FRQWUDVW��V\VWHPLF�DQG�
EHKDYLRXUDO�FKDQJH�RIIHUV�JUHDWHU�KRSHV�IRU�IXUWKHU�UHGXFWLRQV��,W�LV�DOVR�LQFUHDVLQJO\�DSSDUHQW�
WKDW�DLU�TXDOLW\�FRQFHUQV��DUH�QR�ORQJHU�WKH�PRVW�LPSRUWDQW�GULYHU�IRU�HPLVVLRQ�UHGXFWLRQ��
&OLPDWH�FKDQJH�LV�QRZ�ILUPO\�HVWDEOLVKHG�DV�WKH�PRVW�SUHVVLQJ�HQYLURQPHQWDO�FRQFHUQ�RI�WKH�
DJH�DQG�DW�ORQJ�ODVW�WKH�SROLWLFDO�EDQGZDJRQ�KDV�VWDUWHG�WR�UROO��7KH�DLU�TXDOLW\�VWUDWHJ\�PXVW�
UHFRJQLVH�WKLV�DQG�FRQVHTXHQWO\�DGGUHVV�WZR�DGGLWLRQDO�FKDOOHQJHV����

�L�� +RZ�WR�HQVXUH�WKDW�FOLPDWH�SROLF\�GRHV�QRW�SURFHHG�WR�WKH�GHWULPHQW�RI�DLU�TXDOLW\��
2U��ZKHUH�WUDGH�RII¶V�GR�DULVH��WR�HQVXUH�WKDW�FRKHUHQW�DQG�ZHOO�MXVWLILHG�GHFLVLRQV�
DUH�PDGH���

�LL�� +RZ�WR�PD[LPLVH�WKH�HQYLURQPHQWDO�EHQHILW�RI�FOLPDWH�GULYHQ�SROLF\�ZLWK�UHJDUGV�WR�
DFKLHYLQJ�DLU�TXDOLW\�JDLQV��

7KH�WHQWDWLYH�VWHS��ZKHUH�DLU�TXDOLW\�DQG�FOLPDWH�SODQV�DVVHVV�HDFK�RWKHU¶V�SROLFLHV�LV�XVHIXO��
EXW�WKLV�WZLQ�WUDFN�DSSURDFK�LV�VORZ�DQG�LQHIILFLHQW��,W�LV�RXU�EHOLHI�WKDW�LQ�WKH�����������WLPH�
SHULRG��VLJQLILFDQW�LPSURYHPHQWV�LQ�DLU�TXDOLW\�ZLOO�EH�SRVVLEOH�WKURXJK�SROLFLHV�RVWHQVLEO\�
GULYHQ�E\�WKH�QHHG�WR�UHGXFH�*+*�HPLVVLRQV��EXW�RSWLPLVHG�WR�HQKDQFH�DLU�TXDOLW\��7R�DFKLHYH�
WKLV�LW�LV�YLWDO�WKDW�DLU�TXDOLW\�WKLQNLQJ�LV�QRW�DQ�DGG�RQ��EXW�SHUPHDWHV�ULJKW�WKURXJK�WKH�HQHUJ\�
DQG�FOLPDWH�GHEDWH���

7KH�(($�KDV�UHFHQWO\�SXEOLVKHG�D�VWXG\�FRQVLGHULQJ�WKH�DQFLOODU\�EHQHILWV�RI�FOLPDWH�FKDQJH�
SROLFLHV��'HWDLOHG�DQDO\VLV�LQGLFDWHV�WKDW�DLU�TXDOLW\�LPSURYHPHQWV�DVVRFLDWHG�ZLWK�DJJUHVVLYH�
FOLPDWH�SROLFHV�RXW�WR�WKH������DQG������WLPHVFDOHV�FDQ�FRPIRUWDEO\�H[FHHG�WKH�07)5�
DVVHVVPHQW�SHUIRUPHG�XQGHU�&DIp��7KLV�OHYHO�RI�LQWHJUDWHG�DQDO\VLV�DSSHDUV�WR�EH�HQWLUHO\�
ODFNLQJ�DW�8.�OHYHO��,QGHHG��WKDW�WKH�UHFHQW�HQHUJ\�UHYLHZ�FRQVXOWDWLRQ�GRFXPHQW�GRHV�QRW�
PHQWLRQ�DLU�TXDOLW\�RQFH��VSHDNV�YROXPHV��

�
5HVSRQGLQJ�WR�WKH�$4(*�VWXG\�

:H�ZHOFRPH�WKH�$4(*�VWXG\�DQG�VXSSRUW�PDQ\�RI�LWV�GUDIW�FRQFOXVLRQV��VHH�DOVR�16&$�
FRQVXOWDWLRQ�UHVSRQVH����WK�0DUFK��������:H�DUH�FRQFHUQHG�DV�WR�WKH�GHOD\�LQ�SXEOLFDWLRQ�RI�
WKH�ILQDO�UHSRUW��:H�IHHO�LW�LV�LPSRUWDQW�WKDW�WKH�NQRZOHGJH�JHQHUDWHG�WUDQVODWHV�LQWR�MRLQHG�XS�
SROLFLHV�DQG�DFWLRQ��)XUWKHU�WHFKQLFDO�ZRUN��ZKLFK�WKH�UHSRUW�UHFRPPHQGV�LV�LPSRUWDQW��
SDUWLFXODUO\�XQGHUVWDQGLQJ�OLIHF\FOH�HPLVVLRQV�DQG�LPSURYLQJ�ERWK�WKH�EDVLV�DQG�WRROV�IRU�
DVVHVVPHQW�DQG�GHFLVLRQ�PDNLQJ��7KLV�ZRUN�VKRXOG�EH�XVHG�WR�ILQH�WXQH�SROLFLHV�DV�QHZ�
NQRZOHGJH�HPHUJHV��+RZHYHU��LW�PXVW�QRW�GHOD\�DFWLRQ�DQG�SROLF\�GHYHORSPHQW�LQ�WKH�VKRUW�
DQG�PHGLXP�WHUP���:H�DUH�FRQFHUQHG�E\�WKH�OLPLWHG�UHVSRQVH�WR�WKLV�VWXG\�LQ�WKH�UHYLHZ��
7KHUH�LV�D�YDJXH�FRPPLWPHQW�WR�³GHYHORS�RXU�XQGHUVWDQGLQJ�RI�V\QHUJLHV�DQG�WUDGH�RII¶V«´�
�FKDSWHU����SDUD������EXW�RWKHUZLVH�OLWWOH�LQGLFDWLRQ�DV�WR�KRZ�WKH�JRYHUQPHQW�ZLOO�UHVSRQG���
�
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1DWLRQDO�OHYHO�SROLF\�GHYHORSPHQW�

,Q�OLJKW�RI�WKHVH�GLIIHUHQW�OLPLWDWLRQV��QDWLRQDO�OHYHO�SROLF\PDNLQJ�DSSHDUV�LQDGHTXDWHO\�MRLQHG�
XS��7KH�LQKHUHQW�GLIILFXOWLHV�RI�LQWHUDFWLQJ�DFURVV�PXOWLSOH�JRYHUQPHQW�GHSDUWPHQWV�VHHPV�WR�
EH�FRPSRXQGHG�E\�SRRU�OLQNDJHV�ZLWKLQ�'HIUD�LWVHOI��16&$�FKDOOHQJH�'HIUD�WR�UHYLHZ�WKHLU�
LQWHUQDO�SURFHVVHV�DQG�RUJDQLVDWLRQ�ZLWK�D�YLHZ�WR�HQKDQFLQJ�WKH�FR�PDQDJHPHQW�RI�WKH�WZLQ�
FRQFHUQV��,W�ZRXOG�DOVR�DSSHDU�ORJLFDO�WKDW�WKH\�VKRXOG�UHVW�ZLWKLQ�WKH�VDPH�PLQLVWHULDO�
SRUWIROLR��7KHVH�VWHSV�ZRXOG�VXUHO\�OHDG�WR�PRUH�HIIHFWLYH�DQG�LQIOXHQWLDO�SROLF\�PDNLQJ��DV�ZHOO�
DV�JUHDWHU�HIILFLHQF\�RI�RUJDQLVDWLRQ�DQG�GHOLYHU\��7KH�PRYH�ZRXOG�DOVR�VHW�DQ�LPSRUWDQW�
SUHFHGHQW�IRU�RWKHU�GHSDUWPHQWV�DQG�OD\HUV�RI�JRYHUQPHQW��
�

/RFDO�DQG�UHJLRQDO�DFWLRQ�

:H�KDYH�VSHFLILF�FRQFHUQV�UHJDUGLQJ�WKH�VLWXDWLRQ�DW�ORFDO�DQG�UHJLRQDO�OHYHO��7KH�SUHVHQW�
UHJXODWRU\�UHJLPH�LV�LPEDODQFHG�DQG�IDLOV�WR�DGGUHVV�HPHUJLQJ�SULRULWLHV��,W�SURYLGHV�KDUG�
VWDWXWRU\�OLPLWV�DQG�OHJLVODWLRQ�RQ�DLU�TXDOLW\�SROOXWDQWV��HVSHFLDOO\�30�DQG�12���DQG�ZHDN�
�RIWHQ�YROXQWDU\��VLJQDOV�RQ�*+*�HPLVVLRQV��7KHVH�LQKHUHQW�LQFRQVLVWHQFLHV�GULYH�PLFUR�
PDQDJHPHQW�RI�VHOHFWHG�LVVXHV��DW�WKH�H[SHQVH�RI�IXQGDPHQWDO�V\VWHP�WUDQVIRUPDWLRQ��
6WURQJHU�OLQNDJH�RI�ORFDO��KRW�VSRW�GULYHQ��DFWLRQ�RQ�DLU�TXDOLW\�ZLWK�WKDW�RQ�FOLPDWH�FKDQJH��
DQG�LQGHHG�ZLWK�ZLGHU�DUHD�DLU�TXDOLW\�HPLVVLRQV�UHGXFWLRQ��LV�UHTXLUHG��

$Q�H[WUHPH�H[DPSOH�LV�WKDW�RI�ORFDO�WUDQVSRUW�SODQQLQJ��ZKHUH�DLU�TXDOLW\�LV�RQH�RI�IRXU�VKDUHG�
SULRULWLHV��EXW�FOLPDWH�FKDQJH�LV�UHOHJDWHG�DV�RQH�RI�D�PXOWLWXGH�RI��RSWLRQDO��TXDOLW\�RI�OLIH�
FRQFHUQV��6LPLODUO\��VSDWLDO�SODQQLQJ�KDV�LPSRUWDQW�LPSOLFDWLRQV�IRU�ORFDO�DLU�TXDOLW\��SHUVRQDO�
H[SRVXUH�DQG�OLIHVW\OH�FDUERQ�LQWHQVLW\��'HFLVLRQV��WDNHQ�WRGD\��VWURQJO\�LQIOXHQFH�ORFDO�DQG�
UHJLRQDO�HPLVVLRQV�LQ�WKH�ORQJ�WHUP���

7KHUH�DUH�V\QHUJLHV�WR�EH�JDLQHG�E\�OLQNLQJ�HIIRUWV�WR�UHGXFH�HPLVVLRQV�RI�DLU�TXDOLW\�DQG�
FOLPDWH�SROOXWDQWV��16&$�SHUFHLYHV�JUHDW�HQWKXVLDVP�IRU�WKLV�DSSURDFK�ZLWKLQ�ORFDO�DXWKRULWLHV�
±�EXW�D�ODFN�RI�WRROV��VXSSRUW�DQG�GLUHFWLRQ��7KLV�LV�D�NH\�DUHD��ZKLFK�WKH�DLU�TXDOLW\�VWUDWHJ\�
VKRXOG�DGGUHVV����

0RUH�EURDGO\��LW�PXVW�EH�UHFRJQLVHG�WKDW�DW�ORFDO�DQG�UHJLRQDO�OHYHO�ERWK�DLU�TXDOLW\�DQG�FOLPDWH�
FKDQJH�FRPSHWH��DQG�RIWHQ�SRRUO\��ZLWK�D�KRVW�RI�RWKHU�SROLWLFDO�DQG�OHJLVODWLYH�SULRULWLHV��$�
FRKHUHQW�SROLF\�IUDPHZRUN�RI�REOLJDWLRQV��JXLGDQFH�DQG�VXSSRUW�PXVW�EH�FUHDWHG�DQG�
PDLQWDLQHG��7KLV�LV�WKH�RQO\�ZD\�WR�HQVXUH�WKDW�DXWKRULWLHV�WDNH�VWURQJ�DQG�DSSURSULDWH�DFWLRQ�
WR�UHGXFH�HPLVVLRQV�DW�WKH�ORFDO�DQG�UHJLRQDO�OHYHO��,W�ZLOO�DOVR�HQVXUH�D�OHYHO�SOD\LQJ�ILHOG��E\�
UHGXFLQJ�RSSRUWXQLWLHV�IRU�IUHH�ORDGLQJ�DQG�XQIDLU��QRW�WR�VD\�XQVXVWDLQDEOH��FRPSHWLWLRQ�
EHWZHHQ�DUHDV�DQG�UHJLRQV��7KHUHE\�HQFRXUDJLQJ�JUHDWHU�LQQRYDWLRQ�DQG�SROLWLFDO�FRXUDJH��

5HFRPPHQGDWLRQ������7KH�JRYHUQPHQW�VKRXOG�SUHSDUH�D�IRUPDO�UHVSRQVH�WR�WKH��ILQDO��$4(*�
UHSRUW�RQ�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH�E\�WKH�HQG�RI�������$V�ZHOO�DV�UHVSRQGLQJ�RQ�WKH�
WHFKQLFDO�UHFRPPHQGDWLRQV��WKLV�VKRXOG�H[SODLQ�LQ�GHWDLO�'HIUD¶V�YLHZ�RI�WKH�VWUHQJWKV�DQG�
ZHDNQHVVHV�RI�FXUUHQW�SROLFLHV�DQG�SUDFWLFH�DW�ORFDO��UHJLRQDO�DQG�QDWLRQDO�OHYHO�ZLWK�UHJDUG�WR�
FR�PDQDJHPHQW�RI�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH��,W�VKRXOG�DOVR�LGHQWLI\��ZKDW�IXUWKHU�VWHSV�
QHHG�WR�EH�WDNHQ�DQG�RXWOLQH�D�WLPHWDEOH�IRU�SURJUHVVLRQ���

�
4����,QWHUQDWLRQDOLVDWLRQ�RI�DLU�TXDOLW\�SROLFLHV��&KDSWHU����S�����
'R�\RX�DJUHH�WKDW�WKH�JHRJUDSKLFDO�VFRSH�IRU�DLU�TXDOLW\�SROLFLHV�VKRXOG�H[SDQG�EH\RQG�WKH�8.�
DQG�WKH�UHVW�RI�(XURSH"�

<HV��:HOO�LQWHJUDWHG�SROLFLHV�GULYLQJ�DFWLRQ�DW�DOO�OHYHOV��ORFDO�UHJLRQDO��QDWLRQDO��(8�DQG�
LQWHUQDWLRQDO�DUH�UHTXLUHG��7KH�LQWHUQDWLRQDO�EHQHILWV�RI�HPLVVLRQ�UHGXFWLRQV�PDGH�LQ�WKH�8.�
VKRXOG�EH�IDFWRUHG�LQWR�WKH�RYHUDOO�DVVHVVPHQW��
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)XOO�/LVW�RI�5HFRPPHQGDWLRQV�
�

9LVLRQ�DQG�6FRSH�

���7KH�UHYLHZ�GRFXPHQW�LV�DQ�LPSRUWDQW�FRQWULEXWLRQ��SURYLGLQJ�D�XVHIXO�HYLGHQFH�EDVH�DQG�
LPSRUWDQW�SURSRVDOV��)ROORZLQJ�WKH�FRQVXOWDWLRQ��D�PRUH�FRPSUHKHQVLYH�DQG�VWUDWHJLF�
VWDWHPHQW�RI�JRYHUQPHQW�SROLF\�DQG�IXWXUH�LQWHQW�LV�UHTXLUHG��UHSODFLQJ�WKH�H[LVWLQJ�DLU�TXDOLW\�
VWUDWHJ\��UHFRPPHQGDWLRQV�����HODERUDWH�IXUWKHU����

���,QVHUW�DQ�DGGLWLRQDO�VHFWLRQ��ZKLFK�GHVFULEHV�WKH�8.¶V�$LU�4XDOLW\�YLVLRQ��7KLV�VKRXOG�LQFOXGH�
D� FRPPLWPHQW�� ³7R� HQVXUH� WKDW� HYHU\RQH� FDQ� HQMR\� D� OHYHO� RI� DPELHQW� DLU� TXDOLW\� LQ� SXEOLF�
SODFHV��ZKLFK�SRVHV�QR�VLJQLILFDQW�ULVN�WR�KHDOWK�RU�TXDOLW\�RI�OLIH�DQG�WR�HQVXUH�WKDW�YHJHWDWLRQ�
DQG�HFRV\VWHPV�DUH�SURWHFWHG�IURP�VLJQLILFDQW�KDUP�DV�D�UHVXOW�RI�DLU�SROOXWLRQ´��,W�VKRXOG�DOVR�
PDNH�FOHDU�WKDW�7KH�VWUDWHJ\�SURYLGHV�³D�ORQJ�WHUP�VWUDWHJLF�DQG�LQWHJUDWHG�SROLF\�WR�SURWHFW�
DJDLQVW�WKH�HIIHFWV�RI�DLU�SROOXWLRQ�RQ�KXPDQ�KHDOWK�DQG�WKH�HQYLURQPHQW´�DQG�WKDW�LW�DLPV�IRU�
³D� KLJK� OHYHO� RI� HQYLURQPHQWDO� SURWHFWLRQ�� EDVHG� RQ� D� FOHDU� VHW� RI� SROLF\� SULQFLSOHV´�� 7KH�
SULQFLSOHV� UHIHUUHG� WR� VKRXOG� DOVR� EH� ODLG� RXW� DQG� LQFOXGH� FRPPLWPHQW� WR� WKH� µSUHFDXWLRQDU\�
DSSURDFK¶�DQG�µSROOXWHU�SD\V¶��7KLV�YLVLRQ�PXVW�EH�UHDOLVWLF�DV�ZHOO�DV�DPELWLRXV��5HIHUHQFH�WR�
SUDFWLFDELOLW\��FRVWV��EHQHILWV�DQG�VRFLDO�IDFWRUV�DUH�DSSURSULDWH��WKRXJK�VXFK�LVVXHV�DUH�DOUHDG\�
ZHOO�DGGUHVVHG�XQGHU�WKH�SUHVHQW�UHYLHZ���

���7KH�ILQDO�VWUDWHJ\�VKRXOG�SURYLGH�D�PRUH�GHWDLOHG�WUHDWPHQW�RI�LPSRUWDQW�SROLF\�OLQNDJHV�
�H�J��ZLWK�FOLPDWH�FKDQJH��DQG�JUHDWHU�HPSKDVLV�RQ�VHFWRUDO�LQIOXHQFH�DQG�DFWLRQ��H�J��
WUDQVSRUW��DYLDWLRQ��DJULFXOWXUH�DQG�SODQQLQJ���

���,QVWLJDWH�µD�IXUWKHU�UHYLHZ�RI�V\VWHPLF�DQG�EHKDYLRXUDO�PHDVXUHV�IRU�HPLVVLRQV�UHGXFWLRQ�¶�
7KH�UHYLHZ�VKRXOG�LGHQWLI\�D�UDQJH�RI�LQQRYDWLYH�PHDVXUHV�DQG�EXLOG�IXWXUH�VFHQDULRV��,W�VKRXOG�
EH�LQWHJUDWHG�ZLWK�ZRUN�RQ�FOLPDWH�FKDQJH��TXDQWLI\LQJ�SRWHQWLDO�HPLVVLRQV�UHGXFWLRQV�DQG�DLU�
TXDOLW\�EHQHILWV��,W�QHHGV�DOVR�WR�LGHQWLI\�ERWK�FRVW�DQG�QRQ�FRVW�EDUULHUV�WR�LPSOHPHQWDWLRQ�
DQG�FRQVLGHU�ZD\V�RI�RYHUFRPLQJ�WKHP��

���(ODERUDWH�RQ�SROLF\�PHFKDQLVPV��E\�ZKLFK�SURSRVHG�PHDVXUHV�ZLOO�EH�DFKLHYHG��7DNH�
JUHDWHU�UHVSRQVLELOLW\�IRU�HQVXULQJ�YLDEOH�IXQGLQJ�DQG�UHVRXUFH�SDWKV�IRU�LPSOHPHQWDWLRQ��
HVSHFLDOO\�IRU�ORFDO�UHJLRQDO�DFWLRQ�SODQV�DQG�VFKHPHV��

���,QFOXGH�LQ�FKDSWHU���D�VXPPDU\�RI�LPSRUWDQW�XQFHUWDLQWLHV�DQG�WKUHDWV�WR�DFKLHYLQJ�
SUHGLFWHG�DLU�TXDOLW\�LPSURYHPHQWV��$FFRPSDQ\��WKLV�ZLWK�DQ�RXWOLQH�RI�WKH�JRYHUQPHQW¶V�
VWUDWHJ\�IRU�LQYHVWLJDWLQJ�DQG�PDQDJLQJ�WKHVH�ULVNV�����

���'HIUD�PD\�ZLVK�WR�UHYLHZ�KRZ�WR�EDODQFH�WKH�WZLQ�DLPV�RI�ZLGH�HQJDJHPHQW�DQG�PRUH�
GHWDLOHG�DFWLYH�SDUWLFLSDWLRQ��3HUKDSV��D�QXPEHU�RI�VPDOOHU��PRUH�IRFXVVHG�ZRUNVKRSV�ZRXOG�EH�
D�XVHIXO�DGGLWLRQ�WR�WKH�DUPRXU\��,Q�OLJKW�RI�WKH�FRPSOH[LW\�DQG�ORQJ�GHOD\V�DVVRFLDWHG�ZLWK�WKH�
SUHVHQW�UHYLHZ��WKH\�PD\�DOVR�ZDQW�WR�FRQVLGHU�ELWLQJ�RII�VPDOOHU�FKXQNV�LQ�D�UROOLQJ�SURFHVV��

���,QFOXGH�LQ�WKH�ILQDO�VWUDWHJ\�D�JUHDWHU�UHFRJQLWLRQ�RI�DQG�FRPPLWPHQW�WR�WKH�ORFDO�DQG�
UHJLRQDO�FRQWULEXWLRQ��&RPPLW�WR�D�VWURQJHU�UROH�IRU�FHQWUDO�JRYHUQPHQW�LQ�HQVXULQJ�WKDW�NH\�
VFKHPHV�DQG�LQLWLDWLYHV�JDLQ�SROLWLFDO�VXSSRUW�DQG�DUH�DGHTXDWHO\�UHVRXUFHG��
�

0HDVXUHV�

���*LYH�IXUWKHU�VHULRXV�FRQVLGHUDWLRQ�WR�RSSRUWXQLWLHV�VXUURXQGLQJ�HQYLURQPHQWDOO\�RSWLPLVHG�
URDG�XVHU�FKDUJLQJ��DQG�UHODWHG�WUDQVSRUW�VFKHPHV���ORZ�HPLVVLRQ�]RQHV�DQG�VWUDWHJLHV��ILVFDO�
LQFHQWLYHV�IRU�IOHHW�WUDQVIRUPDWLRQ��HQHUJ\�HIILFLHQF\��GHPDQG�PDQDJHPHQW�DQG�EHKDYLRXU�
FKDQJH��

����7KH�UHYLVHG�VWUDWHJ\�VKRXOG�LQFOXGH�D�VXPPDU\�RI�SRWHQWLDO�SROLF\�RSWLRQV�DQG�PHDVXUHV�WR�
UHGXFH�DPPRQLD�HPLVVLRQV��7KH�EHQHILWV�VKRXOG�EH�DVVHVVHG�LQ�WKH�VDPH�IUDPHZRUN�DV�RWKHU�
DLU�TXDOLW\�PHDVXUHV�DQG�WKHLU�UHODWLYH�DWWUDFWLYHQHVV�VKRXOG�IHHGEDFN�DQG�LQIOXHQFH�GHFLVLRQV�
PDGH�ZLWKLQ�DQ\�ZLGHU�PXOWL�PHGLD�VWUDWHJ\��
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����3URJUHVV�WKH�SUHIHUUHG�PHDVXUHV��&KDSWHU����SDUD�������DOVR�VXSSRUW�KLJKHU�LQWHQVLW\�12[�
VWDQGDUGV�IRU�YHKLFOHV��LQGXVWULDO�PHDVXUHV�.��DQG�.���VPDUWHU�FKRLFHV�VSHHG�PDQDJHPHQW��
IOHHW�UHWURILW�DQG�/RZ�HPLVVLRQ�]RQHV�

�
+HDOWK�2EMHFWLYHV��

����16&$�UHPDLQV�FRPPLWWHG�WR�WKH�UHWHQWLRQ�DQG�DFKLHYHPHQW�RI�DOO�H[LVWLQJ�$42V��DQG�OLPLW�
YDOXHV���:H�VXSSRUW�DOO�SUDFWLFDEOH�DFWLRQ�WR�DFKLHYH�WKLV�DV�TXLFNO\�DV�SRVVLEOH��7KH�
JRYHUQPHQW�VKRXOG�VHW�RXW�FOHDUO\�ZLWKLQ�WKH�VWUDWHJ\��ZKHQ�WKLV�ZLOO�EH�DFKLHYHG�DQG�E\�ZKDW�
PHDVXUHV��

����,QWURGXFH�H[SRVXUH�UHGXFWLRQ�REMHFWLYHV�IRU�SDUWLFOHV��LQ�WDQGHP�ZLWK�EDFNVWRS�REMHFWLYHV��
7KHVH�QHHG�WR�EH�KDUG�UDWKHU�WKDQ�SURYLVLRQDO�REMHFWLYHV�DQG�WKH�VWUDWHJ\�VKRXOG�FRPPLW�
JRYHUQPHQW���L��WR�WLPHO\�DQG�HIIHFWLYH�DFWLRQ�DW�DOO�OHYHOV���LL��WR�NHHS�SURJUHVV�XQGHU�UHYLHZ��
DQG��LI�LW�DSSHDUV�WKDW�ZH�DUH�RII�WDUJHW���LLL��WR�LGHQWLI\�DQG�LPSOHPHQW�IXUWKHU�PHDVXUHV��
$GGLWLRQDO�VWHSV��VXFK�DV�LQFOXGLQJ�WKH�QHZ�REMHFWLYHV�DV�D�36$�WDUJHW��ZRXOG�KHOS�WR�
GHPRQVWUDWH�DQG�HQVXUH�WKH�QHFHVVDU\�UHVROYH��

����6WUHQJWKHQ�SDUDJUDSK������VR�WKDW�LW���L��µVWURQJO\�HQFRXUDJHV¶�DXWKRULWLHV�µWR�FRQVLGHU�
PHDVXUHV�WKDW�UHGXFH�FRQFHQWUDWLRQV�RI�QRQ�WKUHVKROG�SROOXWDQWV�VXFK�DV�SDUWLFOHV�DW�DQ\�
FRQFHQWUDWLRQ��DFURVV�WKHLU�ZKROH�DUHDV��QRW�MXVW�IRU�DUHDV�RI�$42�H[FHHGHQFH�¶��LL��,GHQWLILHV�
VSDWLDO�DQG�WUDQVSRUW�SODQQLQJ�DV�SULRULW\�ORFDO�UHJLRQDO�OHYHO�SURFHVVHV�IRU�UHGXFLQJ�SRSXODWLRQ�
H[SRVXUH�WR�SDUWLFOHV���LLL��6LJQDOV�WKH�LQWHQWLRQ�WR�PDNH�DSSURSULDWH�DPHQGPHQWV�WR�VWDWXWRU\�
JXLGDQFH�IRU�ORFDO�DLU�TXDOLW\�PDQDJHPHQW��DQG�ORFDO�UHJLRQDO�VSDWLDO�DQG�WUDQVSRUW�SODQQLQJ�
UHJLPHV��HVSHFLDOO\�336������

����,PSOHPHQW�WKH�QHZ�H[SRVXUH�UHGXFWLRQ�DSSURDFK�DW�WKH�OHYHO�RI�WKH�GHYROYHG�
DGPLQLVWUDWLRQV��

����,QWURGXFH�QHZ�REMHFWLYHV�IRU�30����DQG�UHWDLQ�REMHFWLYHV�IRU�30���

����$GRSW�QHZ�H[SRVXUH�UHGXFWLRQ�DQG�FRQFHQWUDWLRQ�FDS�REMHFWLYHV�IRU�30����DW�WKH�HDUOLHVW�
RSSRUWXQLW\��

����6HW�FDS�DQG�UHGXFWLRQ�REMHFWLYHV�DV����XJP����������DQG������������UHVSHFWLYHO\���
�

(FRV\VWHPV�

����6HW�LQWHULP�WDUJHWV�IRU�UHGXFLQJ�FULWLFDO�ORDG�H[FHHGHQFHV�DV�VRRQ�DV�SRVVLEOH��7KHVH�VKRXOG�
EH�VHW�VR�DV�WR�GULYH�DFWLRQ��QRW�VLPSO\�WR�ERXQG�H[SHFWDWLRQV��

����7KH�FULWLFDO�OHYHO�IRU�DPPRQLD�VKRXOG�EH�XVHG�LQ�WKH�VHWWLQJ�RI�FRQGLWLRQV�XQGHU�33&��

����0RUH�VXEVWDQWLDO�FRPPLWPHQWV�DUH�UHTXLUHG�WR�SURWHFW�HFRV\VWHPV��7KHVH�HIIRUWV�ZRXOG�EH�
ZHOO�VXSSRUWHG�E\�WKH�VHWWLQJ�XS�RI�D�µWHUUHVWULDO�HIIHFWV¶�QHWZRUN��WR�PRQLWRU�LPSDFWV�DQG�FKDUW�
SURJUHVV��
�

&OLPDWH�&KDQJH�

����7KH�JRYHUQPHQW�VKRXOG�SUHSDUH�D�IRUPDO�UHVSRQVH�WR�WKH��ILQDO��$4(*�UHSRUW�RQ�DLU�TXDOLW\�
DQG�FOLPDWH�FKDQJH�E\�WKH�HQG�RI�������$V�ZHOO�DV�UHVSRQGLQJ�RQ�WKH�WHFKQLFDO�
UHFRPPHQGDWLRQV��WKLV�VKRXOG�H[SODLQ�LQ�GHWDLO�'HIUD¶V�YLHZ�RI�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�
RI�FXUUHQW�SROLFLHV�DQG�SUDFWLFH�DW�ORFDO��UHJLRQDO�DQG�QDWLRQDO�OHYHO�ZLWK�UHJDUG�WR�FR�
PDQDJHPHQW�RI�DLU�TXDOLW\�DQG�FOLPDWH�FKDQJH��,W�VKRXOG�DOVR�LGHQWLI\��ZKDW�IXUWKHU�VWHSV�QHHG�
WR�EH�WDNHQ�DQG�RXWOLQH�D�WLPHWDEOH�IRU�SURJUHVVLRQ���

�


	NSCA response to the consultation on the review of the air quality strategy
	The review identifies three aims for the Air Quality Strategy. Chiefly, to map out current and future AQ policy, provide best practicable health and environment protection and describe the air pollution climate in the UK. These are appropriate and provide a clear frame of reference. The added focus on evidence & innovation and horizon scanning add further important dimensions.
	Recommendation 1: The review document is an important contribution, providing a useful evidence base and important proposals. Following the consultation, a more comprehensive and strategic statement of government policy and future intent is required, replacing the existing air quality strategy (recommendations 2-8 elaborate further). �
	Need for a driving vision for air quality in the UK
	Systemic and Behavioural Measures
	Plan for Implementation
	Risk and Uncertainty
	Participatory approaches
	Ammonia Emissions
	Ammonia deposition is an important concern and additional policy measures are required to reduce the impacts. We recognise that such measures are logically addressed through a multi-media approach. However, this must be closely linked to the air quality strategy.
	Recommendation 10: The revised strategy should include a summary of potential policy options and measures to reduce ammonia emissions. The benefits should be assessed in the same framework as other air quality measures and their relative attractiveness should feedback and influence decisions made within any wider multi-media strategy. �
	Action-focused development work
	Terrestrial effects
	Air Quality is not the strongest driver for reducing emissions to air
	Local and regional action
	We have specific concerns regarding the situation at local and regional level. The present regulatory regime is imbalanced and fails to address emerging priorities. It provides hard statutory limits and legislation on air quality pollutants (especially PM and NO2) and weak (often voluntary) signals on GHG emissions. These inherent inconsistencies drive micro-management of selected issues, at the expense of fundamental system transformation. Stronger linkage of local (hot-spot driven) action on air quality with that on climate change, and indeed with wider-area air quality emissions reduction, is required.
	Measures


