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7KH�1DWLRQDO�&RPSHWLWLRQ�3ROLF\�SDFNDJH��DJUHHG�WR�E\�DOO�QLQH�$XVWUDOLDQ�*RYHUQPHQWV
LQ� $SULO� ������ FRQWDLQV� D� UDQJH� RI� UHIRUPV� GHVLJQHG� WR� UHDS� WKH� EHQHILWV� ZKLFK
FRPSHWLWLRQ� LQ� WKH� PDUNHWSODFH� FDQ� EULQJ�� � 7KH� SDFNDJH� LQFOXGHV� VRPH� RQH�RII
FKDQJHV� WR� WKH� 7UDGH� 3UDFWLFHV� $FW�� DV� ZHOO� DV� VHYHUDO� ³ZRUN� LQ� SURJUHVV´� RQJRLQJ
UHIRUPV�VWUHWFKLQJ�ZHOO�LQWR�WKH�QH[W�GHFDGH��VHH�DWWDFKPHQW��

$V�D�QDWLRQDO�SURJUDP��DOO� WKH�6WDWHV�DQG�7HUULWRULHV�ZHUH� LQYROYHG� LQ�QHJRWLDWLQJ�WKH
UHIRUP� SDFNDJH�� � 6LPLODUO\�� LW� LV� WKH� 6WDWHV� DQG� 7HUULWRULHV� ZKLFK� QRZ� QHHG� WR
LPSOHPHQW�WKH�EXON�RI�WKH�UHIRUPV�DQG�ZKLFK�QHHG�WR�PDQDJH�WKH�SROLWLFV�RI�FKDQJH�WR
DFKLHYH�WKH�EHQHILWV�RQ�RIIHU�

:KHQ� DGRSWLQJ� WKH� SDFNDJH�� JRYHUQPHQWV� DOVR� HVWDEOLVKHG� WKH�1DWLRQDO� &RPSHWLWLRQ
&RXQFLO� WR� DVVLVW� ZLWK� WKLV� SURFHVV�� � 7KH� &RXQFLO� DGPLQLVWHUV� VRPH� DVSHFWV� RI� WKH
UHIRUPV�� DVVHVVHV� JRYHUQPHQWV¶� SURJUHVV� LQ� LPSOHPHQWLQJ� WKH� UHIRUPV�� DGYLVHV� RQ
DUHDV�ZKHUH�PRUH�ZRUN�LV�QHHGHG��DQG�SURYLGHV�SXEOLF�LQIRUPDWLRQ�RQ�WKH�1&3�SURFHVV
JHQHUDOO\�

7KH�1&3�SDFNDJH�LV�IDU�UHDFKLQJ��ZLWK�WKH�SRWHQWLDO�WR�DIIHFW�YLUWXDOO\�HYHU\�$XVWUDOLDQ
LQ�VRPH�ZD\�RU�RWKHU���,Q�DGGLWLRQ��LW�KDV�LPSOLFDWLRQV�IRU�WKH�GHOLYHU\�RI�VHUYLFHV�E\�DOO
WKUHH�OHYHOV�RI�JRYHUQPHQW���7KH�HOHPHQWV�RI�WKH�1&3�SDFNDJH�ZKLFK�ZLOO�EH�RI�PRVW
LQWHUHVW� IRU� WRGD\� DUH� WKH� OHJLVODWLRQ� UHYLHZ� SURJUDP� DQG� WKH� FRPSHWLWLYH� QHXWUDOLW\
UHIRUPV���7KH�OHJLVODWLRQ�UHYLHZ�HOHPHQW�ZLOO�DIIHFW�WKH�ZD\�JRYHUQPHQWV�UHJXODWH�WKH
SULYDWH� VHFWRU�� � 7KH� FRPSHWLWLYH� QHXWUDOLW\� UHIRUPV� ZLOO� DIIHFW� WKH� ZD\� JRYHUQPHQW
EXVLQHVVHV�VXSSO\�JRRGV�DQG�VHUYLFHV�LQ�FRPSHWLWLRQ��RU�SRWHQWLDO�FRPSHWLWLRQ��ZLWK�WKH
SULYDWH�VHFWRU�

6R��ZKDW�DUH�WKH�1&3�UHIRUPV"��:KDW�LV�WKH�UROH�RI�WKH�1DWLRQDO�&RPSHWLWLRQ�&RXQFLO"
:KDW�DUH�WKH�LQFHQWLYHV�WR�LPSOHPHQW�1&3"

$IWHU� GHVFULELQJ� WKH� OHJLVODWLRQ� UHYLHZ� DQG� FRPSHWLWLYH� QHXWUDOLW\� UHIRUP� SURJUDPV�� ,
ZLOO�ORRN�DW�SURJUHVV�WR�GDWH���,�ZLOO�ILQLVK�E\�GHVFULELQJ�VRPH�NH\�HOHPHQWV�RI�WKH�1&3
SURJUDP�UHOHYDQW�WR�WRGD\¶V�DXGLHQFH�

7+(�1&3�5()2506

)LUVW�VRPH�EDFNJURXQG�

7KH� 1&3� UHIRUPV� LQYROYH� VHYHUDO� HOHPHQWV� VHW� RXW� LQ� IRUPDO� DJUHHPHQWV� EHWZHHQ
&RPPRQZHDOWK�� 6WDWH� DQG� 7HUULWRU\� JRYHUQPHQWV�� � %URDGO\�� WKHVH� HOHPHQWV� REOLJH
JRYHUQPHQWV�WR�

� H[WHQG�SURWHFWLRQV�DJDLQVW�DQWL�FRPSHWLWLYH�FRQGXFW�XQGHU�WKH�7UDGH�3UDFWLFHV�$FW�

WR� WKRVH� VHFWRUV� QRW� FRYHUHG� E\� WKH� $FW� �� SDUWLFXODUO\� 6WDWH� DQG� 7HUULWRU\
*RYHUQPHQW�EXVLQHVVHV�DQG�XQLQFRUSRUDWHG�EXVLQHVVHV�

� LPSOHPHQW�PDMRU�UHIRUPV�WR�

                                                          
�
:KLOH WKH 1DWLRQDO &RPSHWLWLRQ &RXQFLO KDV UHVSRQVLELOLWLHV XQGHU WKH 7UDGH 3UDFWLFHV $FW FRQFHUQLQJ DFFHVV WR LQIUDVWUXFWXUH XQGHU

3DUW ,,,$� WKH $FW¶V FRPSHWLWLYH FRQGXFW SURYLVLRQV DUH DGPLQLVWHUHG E\ WKH $XVWUDOLDQ &RPSHWLWLRQ DQG &RQVXPHU &RPPLVVLRQ �$&&&��
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¾ FUHDWH�QDWLRQDO�HQHUJ\�PDUNHWV�

¾ LQWURGXFH�LQFHQWLYHV�IRU�WKH�HIILFLHQW�DQG�VXVWDLQDEOH�XVH�RI�ZDWHU��DQG

¾ UDWLRQDOLVH�URDG�WUDQVSRUW�UHJXODWLRQV�DFURVV�$XVWUDOLD�

� UHIRUP�JRYHUQPHQW�EXVLQHVV�HQWHUSULVHV�WR�

¾ DFKLHYH�JUHDWHU�HIILFLHQF\�

¾ HQVXUH�WKDW�FRPSHWLQJ�SULYDWH�VHFWRU�EXVLQHVVHV�DUH�QRW�GLVDGYDQWDJHG��DQG

¾ PRQLWRU�SULFHV�ZKHUH�JRYHUQPHQW�EXVLQHVVHV�UHWDLQ�PRQRSRO\�SRZHU�

� PDNH�LW�HDVLHU�IRU�ILUPV�WR�JHW�DFFHVV�WR�PRQRSRO\�LQIUDVWUXFWXUH�VHUYLFHV��DQG

� UHIRUP�DQWL�FRPSHWLWLYH� OHJLVODWLRQ�ZKHUH�DSSURSULDWH���7KLV�ZLOO� LQYROYH�WKH�UHYLHZ
RI�DOPRVW������SLHFHV�RI�&RPPRQZHDOWK��6WDWH�DQG�7HUULWRU\�OHJLVODWLRQ�

7R�VD\�WKDW�1&3�LV�RQH�RI�WKH�PRVW�FRPSUHKHQVLYH�DQG�IDU�UHDFKLQJ�HFRQRPLF�UHIRUP
SURJUDPV� FRQFHLYHG� LQ� WKLV� FRXQWU\� ZRXOG� QRW� EH� RYHUVWDWLQJ� LWV� PDJQLWXGH� RU
LPSRUWDQFH�� � ,WV� VLJQLILFDQFH� ZLWKLQ� WKH� QDWLRQDO� SROLF\� DJHQGD� VKRXOG� QRW� EH
XQGHUHVWLPDWHG���)RU�H[DPSOH��LW�KDV�LPSOLFDWLRQV�IRU�ELJ�LQIUDVWUXFWXUH�VHFWRUV�OLNH�JDV�
HOHFWULFLW\�DQG�ZDWHU�VXSSO\��DV�ZHOO�DV�DJULFXOWXUDO�LQGXVWULHV�VXFK�DV�ZKHDW�DQG�VXJDU�
DQG�SURIHVVLRQV�OLNH�ODZ\HUV�DQG�PHGLFDO�VSHFLDOLVWV���,W�FRXOG�DOVR�DIIHFW�WKH�ORFDWLRQ�RI
SHWURO�VWDWLRQV��WKH�DYDLODELOLW\�RI�WD[LV��DQG�WKH�QDWXUH�DQG�YLDELOLW\�RI�WKH�ORFDO�FRUQHU
VWRUH���)XUWKHU��LW�PD\�DIIHFW�WKH�ZD\�XQLYHUVLWLHV�DQG�KRVSLWDOV�DUH�UXQ�RU�ILQDQFHG��WKH
SURYLVLRQ�RI�VHUYLFHV�E\� ORFDO�JRYHUQPHQWV�� WKH�SULFH�RI� UDLO� IUHLJKW�VHUYLFHV��ZKR�FDQ
RZQ�D�SKDUPDF\��KRZ� IRRG� VDIHW\� LV� UHJXODWHG�� DQG�ZKHUH� DQG�ZKHQ� OLTXRU�PD\�EH
SXUFKDVHG�DQG�FRQVXPHG�

2YHUDOO�� 1&3� LV� GLUHFWHG� DW� SURPRWLQJ� D� FRPSHWLWLYH� HQYLURQPHQW� FRQGXFLYH� WR
DSSURSULDWH�EXVLQHVV�LQYHVWPHQW�DQG�VXVWDLQDEOH�HFRQRPLF�JURZWK�

7+(�52/(�2)�7+(�1$7,21$/�&203(7,7,21�&281&,/

7KH�&RXQFLO�KDV�VHYHUDO�UROHV�LQ�UHODWLRQ�WR�WKH�1&3�SURJUDP���7KHVH�LQFOXGH�

� SURYLGLQJ� YLHZV� DQG� DGYLFH� RQ� 1&3� UHYLHZ� SURFHVVHV� WR� DVVLVW� MXULVGLFWLRQV� ZLWK
WKHLU�UHYLHZ�SURJUDPV�

� XQGHUWDNLQJ�UHYLHZV�RXUVHOYHV�²�RXU�UHFHQW�UHYLHZ�RI�$XVWUDOLD�3RVW��IRU�H[DPSOH�

� LQFUHDVLQJ� WKH� XQGHUVWDQGLQJ� RI� WKH� 1&3� SURFHVV� DQG� SURYLGLQJ� DGYLFH� JHQHUDOO\�
'LVFXVVLRQV�VXFK�DV�WRGD\¶V�DUH�DQ�LPSRUWDQW�SDUW�RI�WKLV�WDVN���7KH�&RXQFLO�KDV�DOVR
UHOHDVHG�D�QXPEHU�RI�SXEOLFDWLRQV�DQG�KDV�LWV�RZQ�LQWHUQHW�VLWH���DQG

� DVVHVVLQJ� HDFK� MXULVGLFWLRQ¶V� SHUIRUPDQFH� LQ� PHHWLQJ� LWV� 1&3� FRPPLWPHQWV� DQG
UHSRUWLQJ�LWV�DVVHVVPHQW�WR�WKH�&RPPRQZHDOWK�7UHDVXUHU�

                                                          
� KWWS���ZZZ�QFF�JRY�DX
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7KH�&RXQFLO¶V� ILUVW� DVVHVVPHQW�ZDV� SURYLGHG� WR� WKH�7UHDVXUHU� LQ� -XO\� ODVW� \HDU�� � 7KH
VHFRQG�DQG�WKLUG�DVVHVVPHQWV�DUH�GXH�LQ������DQG�������UHVSHFWLYHO\���$VVRFLDWHG�ZLWK
WKLV� IXQFWLRQ�� ZH� DGYLVH� WKH� 7UHDVXUHU� RQ� ZKHWKHU� WKH� 6WDWHV� DQG� 7HUULWRULHV� KDYH
DFKLHYHG�HQRXJK�WR�UHFHLYH�WKHLU�VKDUH�RI�&RPPRQZHDOWK�FRPSHWLWLRQ�SD\PHQWV�

8QGHU� WKH� SURJUDP�� ���� ELOOLRQ� LV� DYDLODEOH� IURP� WKH� &RPPRQZHDOWK� RYHU� WKH� QLQH
ILQDQFLDO�\HDUV�IURP���������IRU�6WDWHV�DQG�7HUULWRULHV�ZKLFK�DFKLHYH�VDWLVIDFWRU\�1&3
UHIRUP�SURJUHVV���,Q�DGGLWLRQ�WR�WKH�EHQHILWV�WKDW�6WDWHV�DQG�7HUULWRULHV�ZLOO�JDLQ�IURP�D
PRUH�FRPSHWLWLYH�HFRQRP\������ELOOLRQ�LV�D�FRPSHOOLQJ�UHDVRQ�IRU�6WDWHV�DQG�7HUULWRULHV
WR�EH�VHULRXV�DERXW�LPSOHPHQWLQJ�1&3�

1&3�/(*,6/$7,21�5(9,(:��352*5(66�72�'$7(

(DFK�MXULVGLFWLRQ�LV�UHTXLUHG�WR�GHYHORS�LWV�RZQ�UHYLHZ�SURJUDP��DQG�UHSRUW�LWV�SURJUHVV
WKURXJK� SXEOLFO\� DYDLODEOH� DQQXDO� UHSRUWV�� � 7KH� REMHFWLYH� LV� IRU� JRYHUQPHQWV� WR
FRPSOHWH� WKHLU� SURFHVVHV� RI� UHYLHZ�� DQG� ZKHUH� DSSURSULDWH�� UHIRUP� UHVWULFWLYH
OHJLVODWLRQ�E\�WKH�HQG�RI�WKH�\HDU��������7KH�&RXQFLO�LV�LQYROYHG�RQ�WZR�EDVHV���)LUVW�
ZH� FDQ� DFW� DV� D� UHYLHZ� ERG\� ZKHQ� UHTXHVWHG� �HJ� RXU� UHYLHZ� RI� $XVWUDOLD� 3RVW��
6HFRQG�� RXU� DVVHVVPHQW� UROH� PHDQV� WKDW� ZH� DOVR� H[DPLQH� SURJUHVV�� LQFOXGLQJ� RQ� D
PRUH�DG�KRF�OHYHO��HJ�ZKHUH�H[WHUQDO�SDUWLHV�UDLVH�LVVXHV�ZLWK�XV��

6R�IDU��DOO�MXULVGLFWLRQV�KDYH�

¾ GHYHORSHG�WKHLU�UHYLHZ�VFKHGXOHV�

¾ HVWDEOLVKHG�PHFKDQLVPV� WR�YHW�QHZ�RU�DPHQGHG� OHJLVODWLRQ� WR�HQVXUH� WKDW� LW�GRHV
QRW�XQGXO\�UHVWULFW�FRPSHWLWLRQ�

¾ FRPPHQFHG�WKHLU�UHYLHZ�SURJUDPV��DQG

¾ LPSOHPHQWHG�WKH�ILUVW�UHIRUPV�

0RVW� RI� WKH� HDUO\� ZRUN� RI� JRYHUQPHQWV� IRFXVVHG� RQ� FRPSLOLQJ� WKH� VFKHGXOHV� ²
LGHQWLI\LQJ� DOO� OHJLVODWLRQ�� VHHLQJ� ZKLFK� HOHPHQWV� UHVWULFWHG� FRPSHWLWLRQ�� DQG
GHWHUPLQLQJ�WKH�WLPLQJ�DQG�DUUDQJHPHQWV�IRU�WKH�UHYLHZV���7KLV�LWVHOI�ZDV�DQ�H[WHQVLYH
WDVN��WKH�RXWFRPH�RI�ZKLFK�ZDV�SXEOLVKHG�E\�HDFK�JRYHUQPHQW�DQG�FRQVROLGDWHG�LQ�D
&RXQFLO�GRFXPHQW�HQWLWOHG�/HJLVODWLRQ�5HYLHZ�&RPSHQGLXP�

7KH�1&3�SURJUDP�SUHVXPHV�LQ�IDYRXU�RI�FRPSHWLWLRQ���+RZHYHU��LW�DOORZV�D�UHVWULFWLRQ
RQ� FRPSHWLWLRQ� LI� LW� FDQ� EH� ULJRURXVO\� GHPRQVWUDWHG� WKDW� WKH� RYHUDOO� EHQHILWV� RI
UHWDLQLQJ� WKH� UHVWULFWLRQ� RXWZHLJK� WKH� RYHUDOO� FRVWV�� � 7KXV�� WKH� JXLGLQJ� SULQFLSOHV� DUH
WKDW�OHJLVODWLRQ�VKRXOG�QRW�UHVWULFW�FRPSHWLWLRQ�XQOHVV�LW�FDQ�EH�GHPRQVWUDWHG�WKDW�

¾ WKH�EHQHILWV�RI� FRPSHWLWLRQ� UHVWULFWLRQ� WR� WKH�FRPPXQLW\�DV�D�ZKROH�RXWZHLJK� WKH
FRVWV��DQG

¾ WKH�REMHFWLYHV�RI�WKH�OHJLVODWLRQ�FDQ�RQO\�EH�DFKLHYHG�E\�UHVWULFWLQJ�FRPSHWLWLRQ�

,Q� 0DUFK� ODVW� \HDU�� MXULVGLFWLRQV� SURYLGHG� WKHLU� ILUVW� 1&3� SURJUHVV� UHSRUWV� WR� WKH
&RXQFLO�� �:KLOH�RQO\�DERXW�����UHYLHZV�KDG�EHHQ�FRPSOHWHG�DQG�� LQ�PDQ\� LQVWDQFHV�
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JRYHUQPHQWV� ZHUH� VWLOO� FRQVLGHULQJ� WKH� UHFRPPHQGDWLRQV�� WKHUH� ZHUH� VRPH� SRVLWLYH
HDUO\�RXWFRPHV���)RU�H[DPSOH�

¾ DQ� H[DPLQDWLRQ� RI� EXVLQHVV� OLFHQFHV� LQ� 16:� UHYHDOHG� VLJQLILFDQW� RYHUODS� DQG
XQQHFHVVDU\� UHJXODWLRQ�� � 6RPH� ��� OLFHQFHV� DUH� H[SHFWHG� WR� EH� DEROLVKHG� RXWULJKW
DQG�D�IXUWKHU����OLFHQFH�FDWHJRULHV�FROODSVHG�LQWR�MXVW�WKUHH�

¾ LQ� WKH� $&7�� UHVWULFWLYH� DQG� GLVFULPLQDWRU\� WUDGLQJ� KRXUV� OHJLVODWLRQ� KDV� EHHQ
UHSHDOHG� DIWHU� D� SUHOLPLQDU\� H[DPLQDWLRQ� VXJJHVWHG� WKDW� WKH� FRVWV� WR� WKH
FRPPXQLW\�FOHDUO\�H[FHHGHG�WKH�EHQHILWV�� �9LFWRULDQ� WUDGLQJ�KRXU� UHVWULFWLRQV�KDYH
DOVR�EHHQ�OLIWHG�

¾ LQ�VLPSO\�FRPSLOLQJ� WKHLU� UHYLHZ�VFKHGXOHV�� MXULVGLFWLRQV� IRXQG�QXPHURXV�SLHFHV�RI
OHJLVODWLRQ�WKDW�DUH�FRPSOHWHO\�UHGXQGDQW���7KHVH�DUH�EHLQJ�DEROLVKHG��DQG

¾ DW�WKH�VDPH�WLPH��VRPH�UHYLHZV�UHFRPPHQGHG�UHWDLQLQJ�DQWL�FRPSHWLWLYH�SURYLVLRQV
IRU� JHQXLQH� SXEOLF� LQWHUHVW� UHDVRQV� ²� WKH� UHYLHZ� RI� WKH� 6RXWK� $XVWUDOLDQ� :DWHU
5HVRXUFHV�$FW��IRU�LQVWDQFH�

*RYHUQPHQWV� DUH� FRQWLQXLQJ� WR� SURJUHVV� WKHLU� UHYLHZ� VFKHGXOHV�� ZH� KDYH� VRPH
HYLGHQFH� RI� WKLV�� � 7KH� &RXQFLO� KDV� FRQVLVWHQWO\� HPSKDVLVHG� WKDW� FRPSOHWLRQ� RI� WKH
UHYLHZ�DQG�UHIRUP�SURJUDP�RQ�WLPH�LV�D�NH\�SHUIRUPDQFH�DVVHVVPHQW�FULWHULRQ�

7KHUH� DUH� DOVR� SURFHVVHV� LQ� SODFH� IRU� HYDOXDWLQJ� WKH� HIIHFW� RI� QHZ� OHJLVODWLRQ� ZKLFK
UHVWULFWV�FRPSHWLWLRQ��7KH�&RXQFLO�SODFHV�LPSRUWDQFH�RQ�WKH�HIILFDF\�RI�WKHVH�SURFHVVHV
LQ�LWV�SHUIRUPDQFH�DVVHVVPHQW�FULWHULRQ�

*LYHQ� WKH�VFDOH�DQG�VFRSH�RI� WKH� OHJLVODWLRQ� UHYLHZ�SURJUDP�� WKH�HDUO\�DFKLHYHPHQWV
DUH� PRGHVW�� � +RZHYHU�� WKH� JHQHUDOO\� SRVLWLYH� EHJLQQLQJV� SRLQW� WR� JRYHUQPHQWV¶
DFFHSWDQFH�RI�WKH�QHHG�WR�WDFNOH�ERWK�VLPSOH�DQG�FRQWHQWLRXV�UHIRUP�LVVXHV�

1HYHUWKHOHVV�� WKHUH� KDYH� EHHQ� VRPH� GHILFLHQFLHV� LQ� UHYLHZ� SURFHVVHV� WR� GDWH�� � 7KH
&RXQFLO� LGHQWLILHG� VHYHUDO� RPLVVLRQV� IURP� WKH� UHYLHZ� VFKHGXOHV� LQ� LWV� ILUVW� WUDQFKH
DVVHVVPHQW���)RU�H[DPSOH��WKH�:HVWHUQ�$XVWUDOLDQ�*RYHUQPHQW�GLG�QRW� OLVW� IRU�UHYLHZ
LWV�µDJUHHPHQW�$FWV¶��ZKLFK�GHDO�PDLQO\�ZLWK�DJUHHPHQWV�EHWZHHQ�WKH�:$�*RYHUQPHQW
DQG� SULYDWH� UHVRXUFH� GHYHORSHUV�� � )ROORZLQJ� GLVFXVVLRQV� ZLWK� WKH� &RXQFLO� WKH� :$
*RYHUQPHQW� KDV� DGGUHVVHG� WKLV�PDWWHU� FRQVLVWHQW�ZLWK� LWV� REOLJDWLRQV� XQGHU� WKH� ILUVW
WUDQFKH�DVVHVVPHQW�

,Q� DGGLWLRQ�� WKHUH� KDYH� EHHQ� SUREOHPV� ZLWK� WKH� FRQGXFW� DQG� UREXVWQHVV� RI� FHUWDLQ
UHYLHZV� DQG� VRPH� UHFRPPHQGHG� UHIRUPV� KDYH� QRW� EHHQ� LPSOHPHQWHG� E\� WKH
UHVSRQVLEOH�JRYHUQPHQWV��GHVSLWH�EHLQJ�VKRZQ�WR�EH�LQ�WKH�SXEOLF�LQWHUHVW�

7KH� &RXQFLO� VHHV� LW� DV� HVVHQWLDO� WKDW� UHYLHZ� SURFHVVHV� DUH� LQGHSHQGHQW� �� LQFOXGLQJ
UHYLHZ�SDQHOV�ZKHUH�HVWDEOLVKHG���DQG�FRQVLGHUV�WKDW�JRYHUQPHQWV�PXVW�DYRLG�FDSWXUH
RI�UHYLHZ�SURFHVVHV�E\�WKH�ERGLHV�XQGHU�UHYLHZ�

/LTXRU�OLFHQVLQJ�DQG�UHWDLO�WUDGLQJ�DUH�DUHDV�ZKHUH�YHVWHG� LQWHUHVWV�KDYH�D� ORW�WR�VD\�
)RU� H[DPSOH�� OLTXRU� OLFHQVLQJ� KDV� UHFHLYHG� FRQVLGHUDEOH� DWWHQWLRQ� LQ�:$�� ZLWK� D� NH\
VWDNHKROGHU� OREE\LQJ�WR� OLPLW�D�PDMRU��FRPSHWLQJ�� OLTXRU�UHWDLOHU¶V�VWDWH�PDUNHW�VKDUH�
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,Q�FRQVLGHULQJ�VXFK�UHTXHVWV��JRYHUQPHQWV�QHHG�WR�DVN��DPRQJ�RWKHU�WKLQJV��ZKHWKHU
DUUDQJHPHQWV�OLNH�WKLV�DUH�LQWHQGHG�WR�SURWHFW�WKH�FXVWRPHU�EDVH�RI�H[LVWLQJ�RSHUDWRUV�
RU� ZKHWKHU� WKHUH� LV� VRPH� RYHUDUFKLQJ� SXEOLF� SROLF\� UDWLRQDOH� VXSSRUWLQJ� WKH
LQWURGXFWLRQ� RU� PDLQWHQDQFH� RI� VXFK� DUUDQJHPHQWV�� � 8QGRXEWHGO\�� WKHUH� DUH� VRPH
LPSRUWDQW� VRFLDO� FRQFHUQV� DVVRFLDWHG�ZLWK� WKH� FRQVXPSWLRQ� RI� OLTXRU�� � +RZHYHU�� LW� LV
QRW�FOHDU�WKDW�OLPLWLQJ�WKH�QXPEHU�RI�OLTXRU�RXWOHWV�RZQHG�E\�DQ\�RQH�SDUW\�LV�WKH�PRVW
HIIHFWLYH� ZD\� RI� GHDOLQJ� ZLWK� SUREOHPV� DVVRFLDWHG� ZLWK� LQDSSURSULDWH� OLTXRU
FRQVXPSWLRQ�

:H� WKLQN� WKH� EHVW� FKDQFH� RI� DFKLHYLQJ� LQGHSHQGHQFH� LQ� UHYLHZV� RFFXUV� ZKHUH� WKH
UHJXODWHG�ERG\�LV�QRW�UHSUHVHQWHG�RQ�WKH�UHYLHZ�SDQHO���&OHDUO\��KRZHYHU��WKH�SDUWLHV
ZKLFK� DUH� GLUHFWO\� LQWHUHVWHG� PXVW� KDYH� D� PHDQV� RI� SDUWLFLSDWLQJ�� � 3URYLGLQJ� D
VXEPLVVLRQ�RU�RWKHU� LQIRUPDWLRQ� WR� WKH� UHYLHZ�SDQHO��RU� WKURXJK�GLVFXVVLRQV�ZLWK� WKH
UHYLHZ� SDQHO�� DUH� WUDQVSDUHQW� DQG� HIIHFWLYH� ZD\V� RI� JDLQLQJ� LQYROYHPHQW� LQ� UHYLHZ
SURFHVVHV���3XEOLF�SDUWLFLSDWLRQ�LV�DOVR�LPSRUWDQW���*RYHUQPHQWV�FDQ�HQFRXUDJH�WKLV�E\
HQVXULQJ�WKH�FRPPXQLW\�LV�DZDUH�RI�DQ\�OHJLVODWLYH�UHYLHZV�LW�HVWDEOLVKHV��WKURXJK�IRU
H[DPSOH��WKH�SXEOLFDWLRQ�RI�WHUPV�RI�UHIHUHQFH�DQG�H[SODQDWRU\�GRFXPHQWDWLRQ�

7KH�&RXQFLO�GRHV�QRW�YLHZ�LWVHOI�DV�D�µUXEEHU�VWDPS¶�RUJDQLVDWLRQ�DQG��DV�,�KDYH�QRWHG�
ZH� KDYH� UDLVHG� PDWWHUV� RI� FRQFHUQ� UHJDUGLQJ� OHJLVODWLRQ� UHYLHZV� ZLWK� WKH� UHOHYDQW
MXULVGLFWLRQV���:H�ZLOO�EH�WDNLQJ�WKHLU�UHVSRQVHV�LQWR�DFFRXQW�ZKHQ�XQGHUWDNLQJ�IXWXUH
DVVHVVPHQWV�RI�MXULVGLFWLRQV¶�SHUIRUPDQFH�LQ�LPSOHPHQWLQJ�WKH�UHIRUP�WLPHWDEOH���7KLV
ZLOO�KDYH�D�EHDULQJ�RQ�WKH�H[WHQW�WR�ZKLFK�MXULVGLFWLRQV�UHFHLYH�WKHLU�VKDUH�RI�WKH����
ELOOLRQ�RI�FRPSHWLWLRQ�SD\PHQWV�

7KDW�VDLG��LW�LV�WKH�DLP�RI�WKH�&RXQFLO�WKDW�DOO�MXULVGLFWLRQV�UHFHLYH�DOO�1&3�SD\PHQWV��DV
WKLV�ZLOO�GHPRQVWUDWH�WKDW�REMHFWLYHV�VHW�RXW�LQ�WKH�1&3�DJUHHPHQWV�DUH�DFKLHYHG�DQG
WKH� UHIRUP�SURJUDP� LV� IXOO\� LPSOHPHQWHG�� � 7KLV� LV� WKH� IXQGDPHQWDO� RXWFRPH�ZH� DUH
VHHNLQJ�

+RZHYHU�� WKH� &RXQFLO�ZLOO� QRW� ORRN� IDYRXUDEO\� RQ� MXULVGLFWLRQV� WKDW� IDLO� WR�PHHW� WKHLU
REMHFWLYHV��SDUWLFXODUO\�DV�WKH\�DSSO\�WR�PDMRU�DUHDV�RI�UHIRUP���:H�ZLOO�QRW�VK\�IURP
UHFRPPHQGLQJ� WKH� ZLWKKROGLQJ� RI� FRPSHWLWLRQ� SD\PHQWV� ZKHUH� WKHUH� LV� FOHDU
MXVWLILFDWLRQ�IRU�GRLQJ�VR�

&203(7,7,9(�1(875$/,7<

$QRWKHU�SDUW�RI�WKH�1&3�SURJUDP�LV�FRPSHWLWLYH�QHXWUDOLW\�SROLF\�UHIRUP�

&RPSHWLWLYH� QHXWUDOLW\� LV� DLPHG� DW� HQVXULQJ� WKDW� VLJQLILFDQW� JRYHUQPHQW�RZQHG
EXVLQHVVHV�KDYH�QR�DGYDQWDJHV�RU�GLVDGYDQWDJHV�RYHU�WKHLU�SULYDWH�VHFWRU�FRPSHWLWRUV
PHUHO\� EHFDXVH� WKH\� DUH� JRYHUQPHQW� RZQHG�� � 7KH� REMHFWLYH� LV� WR� HQVXUH� WKDW
$XVWUDOLD¶V� UHVRXUFHV� DUH� XVHG� LQ� WKH� DUHDV� WKDW� WKH\� DUH� PRVW� YDOXHG�� DQG� DUH� QRW
DUWLILFLDOO\�DWWUDFWHG�WR�SDUWLFXODU�DUHDV�RU�EXVLQHVVHV�EHFDXVH�WKHVH�EXVLQHVVHV�RSHUDWH
XQGHU�IDYRXUHG�FRQGLWLRQV�

*RYHUQPHQWV� DUH� DSSURDFKLQJ� FRPSHWLWLYH� QHXWUDOLW\� LPSOHPHQWDWLRQ� WKURXJK
FRUSRUDWLVDWLRQ� RI� WKHLU� ODUJHU� EXVLQHVV� HQWHUSULVHV� DQG� µFRPPHUFLDOLVDWLRQ¶� RI� RWKHU
VLJQLILFDQW�EXVLQHVV�DFWLYLWLHV�� �$Q�HVVHQWLDO� IDFWRU� LV� SULFH� VHWWLQJ� VXFK� WKDW� SULFHV� RI
WKH� JRRGV� DQG� VHUYLFHV� SURYLGHG� E\� WKH� JRYHUQPHQW� EXVLQHVVHV� UHIOHFW� IXOO� FRVWV� RI
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SURGXFWLRQ���2I�UHOHYDQFH�WR�WRGD\¶V�DXGLHQFH� LV�WKH�QHHG�IRU�JRYHUQPHQW�HQWHUSULVHV
WR�KDYH�LQ�SODFH�DSSURSULDWH�FRVW�DOORFDWLRQ�DQG�DFFRXQWLQJ�DUUDQJHPHQWV��SDUWLFXODUO\
ZKHUH� YHUWLFDOO\� RU� KRUL]RQWDOO\� LQWHJUDWHG� HQWLWLHV� DUH� FRPSHWLQJ� ZLWK� SULYDWH
FRPSDQLHV�� � )DFWRUV� VXFK� DV� HTXLYDOHQFH� RI� WD[DWLRQ� OLDELOLWLHV� DQG� WDNLQJ� DFFRXQW� RI
DGYDQWDJHV� LQ� ILQDQFLQJ�EHFDXVH�RI� �H[SOLFLW�RU� LPSOLFLW��JRYHUQPHQW�EDFNLQJ�DUH�DOVR
UHOHYDQW�WR�FRPSHWLWLYH�QHXWUDOLW\�

6RPH� JRYHUQPHQWV� DUH� DOVR� SULYDWLVLQJ� SDUWLFXODU� JRYHUQPHQW� HQWHUSULVHV�
3ULYDWLVDWLRQ�LV�D�PHDQV�E\�ZKLFK�JRYHUQPHQWV�FDQ�DGGUHVV�WKHLU�FRPSHWLWLYH�QHXWUDOLW\
REOLJDWLRQV�� � &OHDUO\�� DQ\� DGYDQWDJHV� DVVRFLDWHG� ZLWK� JRYHUQPHQW� RZQHUVKLS� ZLOO
GLVDSSHDU�ZLWK�SULYDWLVDWLRQ���+RZHYHU��1&3�LV� µRZQHUVKLS�QHXWUDO¶�DQG�SULYDWLVDWLRQ� LV
QRW� D� UHTXLUHPHQW� IRU� JRYHUQPHQWV�� � $V� ,� PHQWLRQHG� HDUOLHU�� 1&3� LV� QRW� DERXW
GRJPDWLFDOO\�LPSOHPHQWLQJ�SDUWLFXODU�DSSURDFKHV�WR�UHIRUP���,W�LV�DERXW�RXWFRPHV�

*RYHUQPHQWV� KDYH� DOVR� HVWDEOLVKHG� IRUPDO� SURFHVVHV� IRU� KDQGOLQJ� FRPSODLQWV� ZKHUH
WKHLU� VLJQLILFDQW� EXVLQHVVHV� DUH� QRW� FRPSO\LQJ� ZLWK� FRPSHWLWLYH� QHXWUDOLW\� SULQFLSOHV
DSSURSULDWHO\���$OO�JRYHUQPHQWV�QRZ�KDYH�D�PHFKDQLVP�ZKLFK�LV�DEOH�WR�H[DPLQH�VXFK
FRPSODLQWV�� � 7KHVH� PHFKDQLVPV� KDYH� WKH� SRZHU� WR� UHFRPPHQG� VROXWLRQV� WR
FRPSHWLWLYH�QHXWUDOLW\�SUREOHPV�WR�JRYHUQPHQWV�

&RPSHWLWLYH�QHXWUDOLW\�SURYLGHV�RSSRUWXQLWLHV�IRU�EXVLQHVVHV�WR�PRYH�LQWR�D�ZLGH�UDQJH
RI�DUHDV�SUHYLRXVO\�GRPLQDWHG�E\�JRYHUQPHQW�VXSSOLHUV���,Q�WKLV�VHQVH�� LW�ZLOO�SURYLGH
FOHDU� µIURQW�HQG¶�EHQHILWV� WR�EXVLQHVV�� �6RPH�RWKHU�EHQHILWV�RI�1&3�ZLOO�EHFRPH�PRUH
HYLGHQW�LQ�WKH�PHGLXP�WR�ORQJ�WHUP�

7KH� RSSRUWXQLWLHV� IURP� FRPSHWLWLYH� QHXWUDOLW\� VKRXOG� EH� UHDGLO\� DSSDUHQW�� � )RU
H[DPSOH�� WKH� W\SHV� RI� VHUYLFHV� \RX� SURYLGH�� VXFK� DV� DFFRXQWLQJ�� DXGLWLQJ� DQG� RWKHU
ILQDQFLDO� VHUYLFHV�� ZLOO� QRW� EH� ORFNHG� LQWR� LQWHUQDO� DQG� FXUUHQW� H[WHUQDO� JRYHUQPHQW
SURYLGHUV�ZKHUH�FRPSHWLWLYH�QHXWUDOLW\�LV�EHLQJ�H[HUFLVHG�

7KH� &RPPRQZHDOWK� *RYHUQPHQW¶V� UHFHQW� GHFLVLRQV� WR� RSHQ� WKH� SXEOLF� VHFWRU
VXSHUDQQXDWLRQ� DQG� ZRUNHUV�FRPSHQVDWLRQ� FODLPV� PDUNHWV� WR� FRPSHWLWLRQ� DUH� RWKHU
H[DPSOHV���:RUWK�ELOOLRQV�RI�GROODUV��WKHVH�PDUNHWV�ZLOO�EH�RSHQ�WR�WKH�SULYDWH�VHFWRU�E\
WKH� \HDU� ������ � /HJDO� VHUYLFHV�� SURSHUW\� PDQDJHPHQW�� FDU� SDUNLQJ� DQG� OHDVLQJ�
FOHDQLQJ�� HQJLQHHULQJ� VHUYLFHV� DQG� SULQWLQJ� DUH� RWKHU� DUHDV�ZKHUH� QHZ� RSSRUWXQLWLHV
IRU�EXVLQHVVHV�ZLOO�DULVH�DV�D�UHVXOW�RI�FRPSHWLWLYH�QHXWUDOLW\�DQG�1&3�

7KH� VFRSH� IRU� QHZ� FRPSHWLWLRQ� LQ� WKHVH� PDUNHWV� VKRXOG� GULYH� GRZQ� FRVWV� IRU
JRYHUQPHQW�HQWHUSULVHV��ZKLOH�PDNLQJ� LW�HDVLHU� IRU�SULYDWH�RSHUDWRUV� WR�ZLQ�FRQWUDFWV
DJDLQVW� JRYHUQPHQW�RZQHG� FRPSHWLWRUV� LQ� FRPSHWLWLYH� WHQGHUV�� � 7KLV� FRPSHWLWLYH
DFWLYLW\�ZLOO�EULQJ�DGYDQWDJHV�WR�EXVLQHVVHV�DQG�FRQVXPHUV�ZKLFK�XVH�WKH�VHUYLFHV�RI
JRYHUQPHQW� HQWHUSULVHV� DQG� WR� WKH� SULYDWH� RSHUDWRUV� WKDW� VHUYLFH� WKHP�� � 7KXV� WKH
EHQHILWV�RI�FRPSHWLWLYH�QHXWUDOLW\�ZLOO�EH�RQJRLQJ�

,�QRZ�WXUQ�WR�WKH�UHJXODWLRQ�RI�SURIHVVLRQDO�VHUYLFHV��ZKLFK�LV�D�VLJQLILFDQW�HOHPHQW�RI
WKH�OHJLVODWLRQ�UHYLHZ�SURFHVV�
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*RYHUQPHQWV¶� UHYLHZ� SURJUDPV� DOVR� LQFOXGH� UHYLHZV� RI� PDQ\� SURIHVVLRQV� DQG
RFFXSDWLRQV�� WR� DVFHUWDLQ� ZKHWKHU� WKH� UDIW� RI� OHJLVODWLRQ�� UHJXODWLRQV� DQG� FRGHV
JRYHUQLQJ�SURIHVVLRQDO�VHUYLFHV�DUH�MXVWLILHG�XQGHU�1&3�

7UDGLWLRQDOO\��PDQ\�SURIHVVLRQV�KDYH�EHHQ�VKLHOGHG�IURP�QRUPDO�FRPSHWLWLYH�SUHVVXUHV
WKURXJK� VSHFLILF� OHJLVODWLYH� DQG�RU� VHOI� UHJXODWRU\� DUUDQJHPHQWV�� FRPELQHG� ZLWK� DQ
HIIHFWLYH�H[HPSWLRQ�IURP�3DUW�,9�RI�WKH�7UDGH�3UDFWLFHV�$FW�� �7\SLFDO�HOHPHQWV�RI� WKH
UHJXODWRU\�ODQGVFDSH�KDYH�LQFOXGHG�D�SURIHVVLRQDO�DVVRFLDWLRQ��JXLOG�DQG�RU�UHJLVWUDWLRQ
ERDUG�ZLWK�WKH�SRZHU�WR�DGPLW�PHPEHUV�WR�WKH�SURIHVVLRQ��WR�UHJXODWH�WKHLU�VWDQGDUGV
DQG�FRQGXFW��RIWHQ�WKURXJK�D�FRGH�RI�HWKLFV��DQG�WR�VHW�VFKHGXOHV�RI�IHHV���7KHUH�DUH
DOVR�FRQWUROV�RQ�RZQHUVKLS�VWUXFWXUHV��DQG�WKH�UHVHUYDWLRQ�RI�FHUWDLQ�ZRUN�WR�PHPEHUV
RI�WKH�SURIHVVLRQ�DORQH���,Q�VRPH�FDVHV��WKHUH�DOVR�LQWHUQDO�IXQFWLRQDO�GLVWLQFWLRQV�PDGH
DV��IRU�H[DPSOH��LQ�WKH�VSOLW�EHWZHHQ�EDUULVWHUV�DQG�VROLFLWRUV�

8QGHU�WKH�1&3�SURFHVV��WKHVH�UHVWULFWLRQV�QHHG�WR�EH�H[DPLQHG�WR�GHWHUPLQH�ZKHWKHU
WKH\� SURYLGH� D� EHQHILW� WR� WKH� FRPPXQLW\� DV� D�ZKROH�� DQG�ZKHWKHU� WKH� REMHFWLYHV� RI
WKHVH�SURYLVLRQV�FDQ�EH�DFKLHYHG�ZLWKRXW�UHVWULFWLQJ�FRPSHWLWLRQ�

6HOI�UHJXODWLRQ� DQG� YROXQWDU\� &RGHV� RI� &RQGXFW� DUH� XVHIXO� DOWHUQDWLYHV� WR� VXFK
DUUDQJHPHQWV���)RU�H[DPSOH��DFFRXQWDQWV�XVH�WKH�WLWOH�&3$�DIWHU�WKH\�KDYH�FRPSOHWHG
DQ� DSSURYHG� XQLYHUVLW\� GHJUHH� DQG� VXEVHTXHQWO\� FRPSOHWHG� D� µ3UDFWLFLQJ� &HUWLILFDWH¶
WKURXJK� WKH� 6RFLHW\� RI� &HUWLILHG� 3UDFWLVLQJ� $FFRXQWDQWV¶� GLVWDQFH� OHDUQLQJ� SURJUDP�
7KLV�HQVXUHV�WKDW�FRQVXPHUV�FDQ�H[SHFW�WKDW�D�SHUVRQ�XVLQJ�WKH�WLWOH�KDV�DWWDLQHG�WKH
SUHVFULEHG�TXDOLILFDWLRQV���7KH�DSSURDFK�WDNHQ�E\�WKH�DFFRXQWLQJ�SURIHVVLRQ�SURYLGHV�D
XVHIXO�PRGHO�IRU�RWKHU�SURIHVVLRQV���2WKHU�DOWHUQDWLYHV�IRU�FRQVLGHUDWLRQ�LQFOXGH�

¾ UHOLDQFH�RQ�JHQHUDO�FRPSHWLWLRQ�ODZ�

¾ HQKDQFLQJ� WKH� LQIRUPDWLRQ�DYDLODEOH� WR�FRQVXPHUV�DERXW�SURIHVVLRQDO� VHUYLFHV�DQG
VHUYLFH�SURYLGHUV�

¾ FHUWLILFDWLRQ� VFKHPHV� ZKLFK� UHTXLUH� SUDFWLWLRQHUV� WR� LQIRUP� D� FHQWUDO� DXWKRULW\� RI
FHUWDLQ�GHWDLOV� LQFOXGLQJ�HGXFDWLRQDO�TXDOLILFDWLRQV�DQG� LQGXVWU\�H[SHULHQFH�ZLWKRXW
VSHFLI\LQJ�D�PLQLPXP�VWDQGDUG��DQG

¾ QHJDWLYH� OLFHQVLQJ�ZKHUH�SUDFWLWLRQHUV�DUH�SURKLELWHG�RQO\�ZKHUH�VKRUWFRPLQJV�DUH
LGHQWLILHG�

*RYHUQPHQWV�ZLOO�DOVR�QHHG�WR�JLYH�DWWHQWLRQ�WR�DQWL�FRPSHWLWLYH�RXWFRPHV�ZKLFK�PD\
DULVH� IURP� ODZV� DQG� UHJXODWLRQV� JRYHUQLQJ� SURIHVVLRQDO� VWDQGDUGV� DQG� FRQGXFW�� DQG
UXOHV� RI� FRQGXFW� LPSRVHG� E\� SURIHVVLRQDO� ERGLHV�� � $UUDQJHPHQWV� OLNHO\� WR� XQGHUJR
VSHFLILF�VFUXWLQ\�LQFOXGH�WKRVH�UHODWLQJ�WR�

� IHHV�

� DGYHUWLVLQJ�
                                                          
�
,QFOXGLQJ� IRU H[DPSOH� ODZ\HUV� PLJUDWLRQ DJHQWV� ILQDQFLDO�VHFXULWLHV DGYLVHUV� FXVWRPV DJHQWV� PRWRU FDU GHDOHUV� WUDYHO DJHQWV�

YDOXHUV� FKLURSUDFWRUV DQG RVWHRSDWKV� GHQWDO WHFKQLFLDQV� GHQWLVWV� QXUVHV� RSWRPHWULVWV� SK\VLRWKHUDSLVWV� SRGLDWULVWV� FKLURSRGLVWV�

SV\FKRORJLVWV� VXUYH\RUV� SULYDWH LQTXLU\ DJHQWV� DUFKLWHFWV� GULYLQJ LQVWUXFWRUV� YHWHULQDU\ VXUJHRQV� UHDO HVWDWH DJHQWV� DQG SKDUPDFLVWV�



� RI ��

� OLFHQVLQJ�

� IXQFWLRQDO�DUUDQJHPHQWV��DQG

� RZQHUVKLS�DUUDQJHPHQWV�

)HHV

2IWHQ� ZKHUH� SURIHVVLRQV� HVWDEOLVK� D� VFDOH� RI� PD[LPXP� IHHV�� WKLV� PD[LPXP� FDQ
EHFRPH�D�GH�IDFWR�PLQLPXP���7KLV�ZLOO�UHVXOW�LQ�FRQVXPHUV�SD\LQJ�PRUH�IRU�WKH�VHUYLFH
LQ� TXHVWLRQ� WKDQ� WKH\� ZRXOG� XQGHU� D� FRPSHWLWLYH� PRGHO�� WR� WKH� GHWULPHQW� RI
FRQVXPHUV�

7KH� DGYHUWLVLQJ� RI� IHH� VFDOHV� WR� SURYLGH� FRQVXPHUV� ZLWK� LQIRUPDWLRQ� DERXW� WKH� IHHV
FKDUJHG�E\�SUDFWLWLRQHUV�LV�FRQVLVWHQW�ZLWK�1&3���+RZHYHU��PDQGDWRU\�IHH�VFDOHV�ZKLFK
DUH� MXVWLILHG� E\� D� SURIHVVLRQ� DV� EHLQJ� QHFHVVDU\� WR� HQVXUH� D� UHDVRQDEOH� UHWXUQ� IRU
SUDFWLWLRQHUV� RU� DUH� EDVHG� RQ� DYHUDJH� FRVWV� DFURVV� D� SURIHVVLRQ�� UHTXLUH� FORVH
H[DPLQDWLRQ�� � ,W� LV� WKH� WDVN� RI� JRYHUQPHQWV� XQGHUWDNLQJ� UHYLHZV� WR� FRQVLGHU� WKH
UDWLRQDOH�IRU�IHH�UHVWULFWLRQV��DQG�ZKR�VXFK�UHVWULFWLRQV�DFWXDOO\�VHUYH�

$GYHUWLVLQJ

7KH� 7UDGH� 3UDFWLFHV� $FW� DQG� 6WDWH� IDLU� WUDGLQJ� OHJLVODWLRQ� SURKLELW� PLVOHDGLQJ� DQG
GHFHSWLYH� FRQGXFW�� LQFOXGLQJ� DGYHUWLVLQJ� ZKLFK� KDV� WKH� HIIHFW� RI� PLVOHDGLQJ� RU
GHFHLYLQJ�WKH�SXEOLF�

+RZHYHU�� DGGLWLRQDO� OLPLWDWLRQV� LPSRVHG� RQ� DGYHUWLVLQJ� E\� VHUYLFH� SURYLGHUV� RU
SUDFWLWLRQHUV� PD\� VHUYH� RQO\� WR� SURWHFW� WKH� FXVWRPHU� EDVH� RI� H[LVWLQJ� RSHUDWRUV� E\
OLPLWLQJ�PDUNHW�HQWU\��DJDLQ� WR� WKH�GHWULPHQW�RI�FRQVXPHUV�� �7KLV� W\SH�RI�DGYHUWLVLQJ
VKRXOG�EH�FORVHO\�VFUXWLQLVHG�XQGHU�1&3�UHYLHZ�SURFHVVHV���,Q�SDUWLFXODU��JRYHUQPHQWV
ZLOO�QHHG�WR�H[DPLQH�UHVWULFWLRQV�RQ�DGYHUWLVLQJ�WKDW�OLPLW�WKH�DYDLODELOLW\�RI�LQIRUPDWLRQ
RQ�VHUYLFH�UDQJH�RU�SULFH�

/LFHQVLQJ

2FFXSDWLRQDO� OLFHQVLQJ� LV� EDVHG� RQ� WKH� SUHPLVH� WKDW� PDUNHW� DUUDQJHPHQWV� PD\� QRW
ZRUN� HIILFLHQWO\� LQ� FHUWDLQ� FDVHV�� DQG� WKDW� LW� LV� EHWWHU� WR� H[FOXGH� LQFRPSHWHQW� RU
GLVKRQHVW� SUDFWLWLRQHUV� UDWKHU� WKDQ� GHDO� ZLWK� WKH� FRQVHTXHQFHV� RI� WKHLU� DFWLRQV�
2FFXSDWLRQDO� OLFHQVLQJ� WKHUHIRUH� SURYLGHV� VRPH� JXDUDQWHH� WKDW� VHUYLFHV� ZLOO� EH� RI
UHDVRQDEOH�TXDOLW\�� UHGXFHV� WKH� OLNHOLKRRG� RI� IUDXG�E\� XQVFUXSXORXV� SUDFWLWLRQHUV� DQG
SURYLGHV� FRQVXPHUV� ZLWK� DGGLWLRQDO� FRQILGHQFH�� SDUWLFXODUO\� ZKHUH� WKH\� KDYH� OLWWOH
LQIRUPDWLRQ�DERXW�WKH�TXDOLW\�RI�VHUYLFHV�SURYLGHG�

+RZHYHU��RFFXSDWLRQDO�OLFHQVLQJ�DOVR�KDV�VRPH�FRVWV���7KHVH�LQFOXGH�

¾ UHVWULFWLRQV�RQ�HQWU\�ZKLFK� UHGXFH� WKH�QXPEHU�RI�SRWHQWLDO� SURYLGHUV� DQG�ZHDNHQ
FRPSHWLWLRQ�

¾ UHVWULFWLRQV�RQ�VHUYLFHV�SURYLGHG��VXFK�DV�UHVWULFWLRQV�RQ�DGYHUWLVLQJ�DQG�SDUWQHUVKLS
FRQWUROV��ZKLFK�RSHUDWH�DJDLQVW�WKH�LQWHUHVWV�RI�HIILFLHQW�SURYLGHUV�
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¾ UHTXLUHPHQWV�IRU�PLQLPXP�OHYHOV�RI�H[SHUWLVH�ZKLFK�UHVWULFW� WKH�VXSSO\�RI�VHUYLFHV
DQG� UDLVH� WKHLU� SULFH� �� IRU� H[DPSOH� LQ� 4XHHQVODQG�� XQOLNH� LQ� RWKHU� 6WDWHV� DQG
7HUULWRULHV��UHJXODWLRQV�UHTXLUH�WKDW�FRQYH\DQFLQJ�EH�SURYLGHG�RQO\�E\�ODZ\HUV��DQG

¾ DGPLQLVWUDWLYH�FRVWV�WR�JRYHUQPHQW�LQYROYHG�LQ�HVWDEOLVKLQJ�DQG�RSHUDWLQJ�OLFHQVLQJ
VFKHPHV��RU�WR�FRQVXPHUV�LI�OLFHQVLQJ�IHHV�DUH�SDVVHG�RQ�DV�KLJKHU�SULFHV�

/LFHQVLQJ� FRQWUROV� VKRXOG� EH� UHVWULFWHG� WR� GHDOLQJ� ZLWK� LQIRUPDWLRQ� IDLOXUH�� � 7KDW� LV�
ZKHUH� FRQVXPHUV� KDYH� D� IXQGDPHQWDO� LQDELOLW\� WR� REWDLQ� LQIRUPDWLRQ� VXIILFLHQW� WR
HQDEOH� WKHP� WR�PDNH� DQ� LQIRUPHG� GHFLVLRQ� DERXW� ZKHWKHU� D� SURIHVVLRQDO� LV� DEOH� WR
SURYLGH� WKH� UHOHYDQW� VHUYLFH�� � $Q� REMHFWLYH� DVVHVVPHQW� RI� WKH� H[WHQW� RI� WUXH
LQIRUPDWLRQ� IDLOXUH� LV� DQ� HVVHQWLDO� SUH�FRQGLWLRQ� WR� LPSRVLQJ� DQ\� UHVWULFWLRQ� RQ� WKH
SURYLVLRQ�RI�SDUWLFXODU�VHUYLFHV���$V�QRWHG�HDUOLHU��UHPRYDO�RI�XQMXVWLILHG�UHVWULFWLRQV�RQ
DGYHUWLVLQJ�ZLOO�GLPLQLVK�WKH�SURVSHFW�RI�LQIRUPDWLRQ�IDLOXUH�

5HJDUGLQJ�SULFH�HIIHFWV�� OLFHQVLQJ� VFKHPHV�ZKLFK� UHVWULFW� WKH� QXPEHU� RI� SUDFWLWLRQHUV
XVXDOO\�UHVXOW�LQ�WKH�VHUYLFH�SULFH�EHLQJ�VHW�DW�D�KLJKHU�OHYHO�WKDQ�LW�ZRXOG�LQ�D�PDUNHW
ZKHUH� WKHUH� LV� UHODWLYH� IUHHGRP�RI� HQWU\�� � 6LPLODUO\�� OLFHQVLQJ� VFKHPHV�ZKLFK� LPSRVH
XQMXVWLILDEO\� KLJK� HQWU\� VWDQGDUGV� SRWHQWLDOO\� UDLVH� WKH� FRVW� RI� HQWU\� �� DQG� XOWLPDWHO\
FRVWV�WR�JRYHUQPHQW��VHUYLFH�SURYLGHUV�RU�FRQVXPHUV���DERYH�ZKDW�LW�VKRXOG�EH�

$� NH\� TXHVWLRQ� IRU� JRYHUQPHQWV� UHYLHZLQJ� OLFHQVLQJ� DUUDQJHPHQWV� LV�ZKHWKHU� RU� QRW
HQWU\�VWDQGDUGV�DUH�VHW�DW�WKH�ULJKW�OHYHO���,I�HQWU\�VWDQGDUGV�DUH�VHW�DW�D�OHYHO�KLJKHU
WKDQ� QHFHVVDU\� WR� SURYLGH� WKH� OHYHO� RI� TXDOLW\� QHHGHG� E\� FRQVXPHUV�� WKHQ�ZH� KDYH
µJROG�SODWLQJ¶� RI� VHUYLFHV� DQG� FRQVHTXHQWO\� DQ� LQHIILFLHQW� V\VWHP�� � 7KH� H[DPSOH� RI
FRQYH\DQFLQJ�LOOXVWUDWHV�WKLV�SRLQW���,Q�PRVW�MXULVGLFWLRQV�LW�LV�QRZ�UHFRJQLVHG�WKDW�LW�LV
QRW�QHFHVVDU\�IRU�D�SURYLGHU�RI�FRQYH\DQFLQJ�VHUYLFHV�WR�SRVVHVV�D�OHJDO�TXDOLILFDWLRQ�
7KH�UHVXOW�KDV�EHHQ�WKDW�FRQYH\DQFLQJ�VHUYLFHV�FDQ�EH�SURYLGHG�FRPSHWHQWO\�E\�QRQ�
ODZ\HUV�DQG�DW�D�ORZHU�FRVW�

)XQFWLRQDO�DUUDQJHPHQWV

$UUDQJHPHQWV� ZKLFK� UHVWULFW� SDUWLFXODU� RFFXSDWLRQV� IURP� FRPSHWLQJ� ZLWK� HDFK� RWKHU
VKRXOG�DOVR�FRPH�XQGHU�VFUXWLQ\�

)RU�H[DPSOH��LW�LV�SRVVLEOH�WKDW�LQ�VRPH�DUHDV�RI�OHJDO�SUDFWLFH��QRQ�ODZ\HUV�FRXOG�QRW
RQO\� GHOLYHU� ORZHU� SULFHG� VHUYLFHV� EXW� WKDW� WKH� FRPSHWLWLYH� HIIHFW� RI� WKHLU� RSHUDWLRQV
ZRXOG�LQFUHDVH�WKH�SUHVVXUH�IRU�HIILFLHQF\�LQ�WKH�OHJDO�VHUYLFHV�PDUNHW�FDXVLQJ�ODZ\HUV
WR�UHGXFH�SULFHV�DQG�RIIHU�PRUH�FOLHQW�RULHQWHG�VHUYLFHV�

$� TXHVWLRQ� JHQHUDOO\� LV�ZKHWKHU� OHVV� UHVWULFWLYH� DUUDQJHPHQWV�PLJKW� EHQHILW� ERWK� WKH
FRQVXPHU� DQG� WKH� VHUYLFH� SURYLGHU�� � )RU� H[DPSOH�� LQ� 16:�� VROLFLWRUV¶� SURIHVVLRQDO
FRQGXFW� DQG� SUDFWLFH� UXOHV� SUHYHQW� VROLFLWRUV� IRUPLQJ� PXOWL�GLVFLSOLQDU\� SDUWQHUVKLSV
ZLWK� RWKHU� SURIHVVLRQDOV�� � 7KLV� UHVWULFWV� WKH�ZD\� VROLFLWRUV� VWUXFWXUH� WKHLU� EXVLQHVVHV�
DQG� LV� OLNHO\� WR� EH� WR� WKH� GHWULPHQW� RI� ERWK� XVHUV� RI� OHJDO� DQG� RWKHU� SURIHVVLRQDO
VHUYLFHV�DQG�VHUYLFH�SURYLGHUV�

&RQVLGHULQJ�WKH�UHFHQW�WUHQG�WRZDUGV�PHUJHUV�EHWZHHQ�PDMRU�VXSSOLHUV�RI�DFFRXQWLQJ
DQG� OHJDO� VHUYLFHV�� DQG� WKH� IRUFHV�RI�JOREDOLVDWLRQ�DQG� FXVWRPHU�GHPDQG�GULYLQJ� WKLV
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WUHQG�� LW� LV� DSSDUHQW� WKDW� IXQFWLRQDO� DUUDQJHPHQWV� EDVHG� RQ� RXWGDWHG�ZRUN� SUDFWLFHV
KDYH�OLWWOH�SODFH�LQ�D�PRGHUQ�PDUNHW�HFRQRP\�

2ZQHUVKLS�UHVWULFWLRQV

2ZQHUVKLS�UHVWULFWLRQV�DUH�FRPPRQ�DFURVV�WKH�SURIHVVLRQV���6RPH�RI�WKHVH�UHVWULFWLRQV
LQFOXGH�

¾ SHUVRQV�ZLWK�IRUPDO�TXDOLILFDWLRQV�UHVWULFWHG�LQ�WKH�QXPEHU�RI�RXWOHWV�WKH\�FDQ�RZQ�

¾ SHUVRQV�ZKR�GR�QRW�KROG� IRUPDO�TXDOLILFDWLRQV�SUHYHQWHG� IURP�RZQLQJ�EXVLQHVVHV�
DQG

¾ SHUVRQV�ZKR�GR�QRW�KROG� IRUPDO�TXDOLILFDWLRQV�SUHYHQWHG� IURP�HPSOR\LQJ�TXDOLILHG
VWDII� WR� SURYLGH� SURIHVVLRQDO� VHUYLFHV�� � )RU� H[DPSOH�� D� SHUVRQ� ZLWKRXW� IRUPDO
TXDOLILFDWLRQV� LQ� SKDUPDF\� FDQQRW� RZQ� RU� RSHUDWH� D� SKDUPDF\� EXVLQHVV� DQG
TXDOLILHG� SKDUPDFLVWV� DUH� OLPLWHG� WR� RZQLQJ� QR� PRUH� WKDQ� WKUHH� RXWOHWV�� � 3HRSOH
ZLWKRXW�IRUPDO�RSWRPHWU\�TXDOLILFDWLRQV�DUH�DOVR�SUHYHQWHG�IURP�RZQLQJ�RSWRPHWU\
EXVLQHVVHV�LQ�VRPH�6WDWHV�

2QH�RXWFRPH�RI�VXFK�UHVWULFWLRQV�LV�DQ�LQFUHDVH�LQ�WKH�FRVW�RI�VHUYLFH�SURYLVLRQ���3HRSOH
ZLWK� HQWUHSUHQHXULDO� DQG� VSHFLDOLVW� PDQDJHULDO� VNLOOV� DUH� SUHYHQWHG� IURP� EHFRPLQJ
LQYROYHG� LQ� DQG� LPSURYLQJ� WKH� SURYLVLRQ� RI� SURIHVVLRQDO� VHUYLFHV�� DQG� WKH� FRVW� RI
VXSSO\LQJ� VHUYLFHV� LV� SRWHQWLDOO\� UDLVHG� EHFDXVH� RSSRUWXQLWLHV� IRU� HFRQRPLHV� RI� VFDOH
DQG�VFRSH�DUH�OLPLWHG���7KH�&RXQFLO�LV�\HW�WR�EH�FRQYLQFHG�WKDW�VXFK�DUUDQJHPHQWV�DUH
MXVWLILDEOH�ZKHUH�WKH\�SURYLGH�RQO\�HTXLYRFDO�EHQHILWV� WR�FRQVXPHUV��ZKLOH�ZHDNHQLQJ
FRPSHWLWLRQ�

5HIRUP�RXWFRPHV�LQ�RFFXSDWLRQDO�DQG�SURIHVVLRQDO�UHJXODWLRQ

7XUQLQJ�WR�WKH�SRVLWLYH�VLGH�RI�WKH�1&3�OHGJHU��WKHUH�KDYH�FOHDUO\�EHHQ�VRPH�VLJQLILFDQW
UHIRUP� RXWFRPHV� LQ� WKH� SURYLVLRQ� RI� SURIHVVLRQDO� VHUYLFHV� LQ� UHFHQW� \HDUV� ZKLFK� DUH
ZRUWK�QRWLQJ���)RU�H[DPSOH�

¾ UHVWULFWLRQV� RQ� WKH� DGYHUWLVLQJ� RI� OHJDO� VHUYLFHV� KDYH� EHHQ� OLIWHG� LQ� PRVW
MXULVGLFWLRQV��DQG�FRQYH\DQFLQJ�LV�QRZ��PRVWO\��RSHQ�WR�QRQ�ODZ\HUV�

¾ PXWXDO�UHFRJQLWLRQ�RI�HQWU\�VWDQGDUGV�KDV�DOVR�UHGXFHG�VRPH�SUHYLRXV�6WDWH�EDVHG
EDUULHUV�WR�FRPSHWLWLRQ�ZLWKLQ�SURIHVVLRQV�

¾ WKH�LPSOHPHQWDWLRQ�RI�WKH�&RQGXFW�&RGH�$JUHHPHQW�KDV�H[WHQGHG�WKH�UHDFK�RI�3DUW
,9� RI� WKH� 7UDGH� 3UDFWLFHV� $FW� WR� SURIHVVLRQDO� SDUWQHUVKLSV� DQG� LQGLYLGXDO
SUDFWLWLRQHUV��DQG

¾ VRPH�SURIHVVLRQDO� DVVRFLDWLRQV�� VXFK�DV� WKH� ,QVWLWXWLRQ� RI� (QJLQHHUV�$XVWUDOLD� DQG
WKH�5R\DO�$XVWUDOLDQ�,QVWLWXWH�RI�$UFKLWHFWV��KDYH�UHYDPSHG�RU�DUH�UHYDPSLQJ�WKHLU
DFFUHGLWDWLRQ�VFKHPHV�

%XW��DV�,�KDYH�RXWOLQHG��WKHUH�UHPDLQV�D�VLJQLILFDQW�ERG\�RI�DQWL�FRPSHWLWLYH�OHJLVODWLRQ
UHODWLQJ�WR�VSHFLILF�SURIHVVLRQV���1RQHWKHOHVV��LW�LV�DFNQRZOHGJHG�E\�WKH�&RXQFLO�WKDW�IRU
VRPH� VHUYLFHV� WKH� QRUPDO� FRPPHUFLDO� GLVFLSOLQH� SURYLGHG� E\� PDQ\� FRQVXPHUV
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µVKRSSLQJ� DURXQG¶� LV� LQVXIILFLHQW� WR� HQVXUH� WKDW� FRPSHWLWLYHO\� SULFHG� VHUYLFHV� RI
DSSURSULDWH�TXDOLW\�DQG� LQWHJULW\�DUH�SURYLGHG�� �,Q�WKLV�HQYLURQPHQW�� LW� LV�RIWHQ� LQ� WKH
SXEOLF� LQWHUHVW� WR� UHJXODWH� WR� HQVXUH� D�PLQLPXP� VWDQGDUG� RI� SURIHVVLRQDO� VHUYLFHV� WR
HQVXUH�DQ�DGHTXDWH�OHYHO�RI�FRQVXPHU�SURWHFWLRQ�

7KDW�VDLG��WKH�UXOHV�RI�FRQGXFW�LPSRVHG�E\�SURIHVVLRQDO�ERGLHV�DQG�WKH�ODZV�UHVWULFWLQJ
SURIHVVLRQDO� VWDQGDUGV� DUH� OHVV� GHIHQVLEOH� ZKHQ� WKH\� VHUYH� RQO\� WKH� RFFXSDWLRQ� LQ
TXHVWLRQ�� � ,Q� WKLV� FDWHJRU\� DUH� ODZV� ZKLFK� XQMXVWLILDEO\� UHVWULFW� PDUNHW� HQWU\�
LQIRUPDWLRQ� GLVVHPLQDWLRQ�� VHUYLFH� GLIIHUHQWLDWLRQ� DQG� SULFH� FRPSHWLWLRQ�� � 3XW� VLPSO\�
UHJXODWLRQ� VKRXOG� QRW� EH� LPSRVHG� XQGHU� WKH� FORDN� RI� PDLQWDLQLQJ� SURIHVVLRQDO
VWDQGDUGV�RU�WKH�JXLVH�RI�JXDUGLQJ�WUDGLWLRQDO�SURIHVVLRQDO�HWKLFV�ZKHQ��LQ�UHDOLW\��LW� LV
UHDOO\�D�PHDQV�RI�UHVWULFWLQJ�FRPSHWLWLRQ�LQ�WKH�PDUNHW�IRU�WKH�SURYLVLRQ�RI�WKH�VHUYLFH
LQ�TXHVWLRQ�

7KH� &RXQFLO� KDV� EHHQ� GLVFXVVLQJ� WKHVH� PDWWHUV� ZLWK� SURIHVVLRQDO� DVVRFLDWLRQV� DQG
JRYHUQPHQWV�� � 6RPH� SURIHVVLRQDO� DVVRFLDWLRQV� KDYH� H[SUHVVHG� UHVHUYDWLRQV� DERXW
DVSHFWV� RI� SRVVLEOH� UHIRUP�� EXW� WKH� &RXQFLO� LV� HQFRXUDJHG� E\� LWV� GLVFXVVLRQV� ZLWK
SURIHVVLRQDO� JURXSV� WKDW� SURJUHVV� FDQ�EH�PDGH�� �:H�ZLOO� FRQWLQXH� WKLV� GLDORJXH� DQG
FRQWLQXH�WR�SXUVXH�VHQVLEOH�UHYLHZ�SURFHVVHV�DQG�EDODQFHG�UHIRUP�RXWFRPHV�

2QH�LVVXH�WKDW�DULVHV�LQ�WKLV�FRQWH[W�LV�WKH�QHHG�IRU�QDWLRQDO�UHYLHZV���7KHUH�DUH�PDQ\
VLPLODULWLHV�LQ�WKH�ZD\�SURIHVVLRQV�DUH�UHJXODWHG�IURP�RQH�MXULVGLFWLRQ�WR�WKH�QH[W��DQG
LQGHHG� LW� LV�QRW� FOHDU� WKDW� WKHUH� LV� DQ\� UHDVRQ� IRU� WDNLQJ�GLIIHUHQW�DSSURDFKHV� WR� WKH
UHJXODWLRQ�RI�SURIHVVLRQV�LQ�GLIIHUHQW�6WDWHV���)XUWKHU��LW�LV�LQHIILFLHQW�IRU�VHYHUDO�UHYLHZV
WR�FRQVLGHU�HVVHQWLDOO\�WKH�VDPH�VHW�RI�LVVXHV��DQG�FRVWO\�IRU�SURIHVVLRQDO�DVVRFLDWLRQV
WR� KDYH� WR� UHVSRQG� WR� VHYHUDO� GLIIHUHQW� UHYLHZV�� � 7KH� &RXQFLO� LV� ZRUNLQJ� ZLWK
MXULVGLFWLRQV�WR�IDFLOLWDWH�FRRUGLQDWLRQ�RI�WKH�UHYLHZ�SURFHVV�ZLWK�WKH�DLP�RI�VFKHGXOLQJ
D�JUHDWHU�QXPEHU�RI�QDWLRQDO�UHYLHZV�

$QRWKHU� LVVXH� LV� WKH� UROH�RI�PXWXDO� UHFRJQLWLRQ�� �0DQ\�SURIHVVLRQDOV�ZRXOG� UHFRJQLVH
WKH�EHQHILWV�ZKLFK�PXWXDO�UHFRJQLWLRQ�KDV�EURXJKW� LQ�WHUPV�RI�DOORZLQJ�PRUH�PRELOLW\
DQG�FRPSHWLWLRQ�DPRQJ�PHPEHUV�RI�WKH�RQH�SURIHVVLRQ���%XW�DW�WKH�VDPH�WLPH��VRPH
DVVRFLDWLRQV�KDYH�H[SUHVVHG�D�FRQFHUQ�DERXW�LWV�SRWHQWLDO�HIIHFWV�RQ�IXWXUH�UHIRUPV�WR
WKH� UHJXODWLRQ� RI� SURIHVVLRQV�� � 6SHFLILFDOO\�� WKH\� DUH� FRQFHUQHG� WKDW�� LI� DQ\� RQH
MXULVGLFWLRQ� ZHUH� WR� WDNH� DQ� RYHUO\� UDGLFDO� DSSURDFK� WR� SURIHVVLRQV� UHJXODWLRQ� �IRU
H[DPSOH�� E\� VXEVWDQWLDOO\� UHGXFLQJ� HQWU\� UHTXLUHPHQWV� LQWR� D� SURIHVVLRQ��� WKLV� FRXOG
XQGHUPLQH�PRUH�VWULQJHQW�UHJLPHV� LQ�RWKHU�MXULVGLFWLRQV���2I�FRXUVH��RQH�RI� WKH�JRDOV
RI�PXWXDO�UHFRJQLWLRQ�LV�WR�PRYH�DZD\�IURP�WKH�µPD[LPXP�YLVLEOH�UHJXODWLRQ¶�DSSURDFK
RI�WKH�SDVW�WRZDUGV�µPLQLPXP�HIIHFWLYH�UHJXODWLRQ¶���1HYHUWKHOHVV��WKHUH�DUH�ULVNV�LQ�WKH
SURFHVV�� � ,Q� WKH� &RXQFLO¶V� YLHZ�� WKLV� VLPSO\� DGGV� VXSSRUW� WR� WKH� FDVH� IRU� � QDWLRQDO
UHYLHZV�DQG�D�QDWLRQDO�DSSURDFK�WR�UHJXODWLRQ�RI�SURIHVVLRQV�

0RYLQJ�RQ�IURP�WKH�UHJXODWLRQ�RI�SURIHVVLRQDO�VHUYLFHV� ,�ZLOO�QRZ�GLVFXVV�VRPH�RWKHU
NH\�1&3�UHIRUPV�

620(�27+(5�5()250�$5($6

2WKHU�HOHPHQWV�RI�JRYHUQPHQWV¶�UHJXODWRU\�UHYLHZ�SURJUDPV�DUH�OLNHO\�WR�EH�RI�LQWHUHVW
WR� WRGD\¶V� DXGLHQFH�� � 2QH�PDMRU� DUHD�� IRU� H[DPSOH�� LV� WKH� UHYLHZ� RI� WKH� UHJXODWRU\
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IUDPHZRUN�RI� WKH�ILQDQFLDO�VHFWRU��� WKH�:DOOLV�,QTXLU\���ZKLFK�UHSRUWHG� ODWH� ODVW�\HDU�
$QRWKHU�LV�WKH�UHYLHZ�RI�SRVWDO�VHUYLFHV�FRPSOHWHG�E\�WKH�&RXQFLO�HDUOLHU�WKLV�\HDU�

:DOOLV�ZDV�RQH�RI� WKH� ILUVW� RI� WKH�PDMRU�1&3� UHYLHZV�� �%URDGO\� VSHDNLQJ�� WKH� LQTXLU\
UHFRPPHQGHG�KDUPRQLVDWLRQ�RI�WKH�UHJXODWRU\�DUUDQJHPHQWV�FRYHULQJ�DOO�FRPSRQHQWV
RI� WKH� ILQDQFH� LQGXVWU\�� LQFOXGLQJ� EDQNV� DQG� RWKHU� ILQDQFLDO� LQVWLWXWLRQV�� LQVXUDQFH
LQWHUPHGLDULHV� DQG� VHFXULW\� DGYLVHUV�� � :DOOLV� VRXJKW� DQ� HQYLURQPHQW� ZKLFK� ZRXOG
DFFRPPRGDWH� QHZ� PDUNHW� GHYHORSPHQWV�� LQFOXGLQJ� WKH� WUHQG� WRZDUGV� ILQDQFLDO
FRQJORPHUDWLRQ� �� ZKHUH� JURXSV� RI� FRPSDQLHV� SURYLGH� D� UDQJH� RI� ILQDQFLDO� VHUYLFHV
�VXFK�DV�EDQNLQJ�DQG�LQVXUDQFH��XQGHU�RQH�FRUSRUDWH�EDQQHU���5HFHQW�PHJD�PHUJHUV
RI�86�EDQNV�LOOXVWUDWH�WKH�QHZ�ILQDQFLDO�PDUNHW�HQYLURQPHQW�DQWLFLSDWHG�E\�:DOOLV�

7KH� NH\� HOHPHQWV� RI� WKH� UHIRUPV� SURSRVHG� DV� D� UHVXOW� RI� WKLV� LQTXLU\� DUH� D� QHZ
RUJDQLVDWLRQDO� IUDPHZRUN� IRU� WKH� UHJXODWLRQ�RI� WKH� ILQDQFLDO� V\VWHP�DQG�D�QXPEHU�RI
PHDVXUHV� WR� LPSURYH� HIILFLHQF\� DQG� FRQWHVWDELOLW\� LQ� ILQDQFLDO� PDUNHWV� DQG� WKH
SD\PHQWV�V\VWHP�

&RQVLVWHQW� ZLWK� 1&3�� WKH�:DOOLV� ,QTXLU\� FRQFOXGHG� WKDW� SUXGHQWLDO� UHJXODWLRQ� VKRXOG
PDLQWDLQ� VDIHW\� ZKLOH� EHLQJ� VXIILFLHQWO\� IOH[LEOH� WR� UHVSRQG� WR� ILQDQFLDO� V\VWHP
GHYHORSPHQWV���)XUWKHU��SUXGHQWLDO�DUUDQJHPHQWV�VKRXOG�DOVR�PLQLPLVH�DGYHUVH�HIIHFWV
RQ�FRPSHWLWLRQ��FRPSHWLWLYH�QHXWUDOLW\�DQG�HIILFLHQF\���7KH�&RPPRQZHDOWK�*RYHUQPHQW
KDV� DFFHSWHG� WKLV� DSSURDFK� DQG� KDV� VWDWHG� LW� ZLOO� SXW� LQ� SODFH� DUUDQJHPHQWV� WR
HQFRXUDJH� QHZ� HQWU\� DQG� HIIHFWLYH� FRPSHWLWLRQ� LQ� ILQDQFLDO� VHUYLFHV� PDUNHWV� ZKLOH
HQVXULQJ�WKDW�VWDQGDUGV�RI�ILQDQFLDO�VDIHW\�DUH�QRW�GLPLQLVKHG�

2Q�$XVWUDOLD�3RVW��DIWHU�D�FRPSUHKHQVLYH�UHYLHZ��WKH�&RXQFLO�KDV�UHFRPPHQGHG�VRPH
VLJQLILFDQW�FKDQJHV��LQFOXGLQJ�DOORZLQJ�FRPSHWLWLRQ�IRU�WKH�GHOLYHU\�RI�DOO�EXVLQHVV�DQG
LQWHUQDWLRQDO�PDLO�� �/LNH�:DOOLV�� WKLV�ZDV�DQRWKHU�PDMRU�1&3� UHYLHZ�ZKLFK�FRQVLGHUHG
KRZ�WR�LPSURYH�D�NH\�VHFWRU�RI�WKH�$XVWUDOLDQ�HFRQRP\���/LNH�ILQDQFLDO�VHUYLFHV��SRVWDO
VHUYLFHV�DUH�XVHG�E\�DOPRVW�HYHU\�EXVLQHVV�LQ�$XVWUDOLD���7KHUHIRUH��WKH�FRVW�RI�SRVWDO
VHUYLFHV�LV�QRW�RQO\�LPSRUWDQW�IURP�WKH�SHUVSHFWLYH�RI�WKH�SRVWDO� LQGXVWU\��EXW�DOVR�LWV
LPSDFW�RQ�DOO�LQGXVWULHV�LQ�$XVWUDOLD���/RZHU�SULFHV�IRU�WKLV�HVVHQWLDO�VHUYLFH�ZRXOG�IORZ
WKURXJK�LQWR�ORZHU�FRVWV�DFURVV�WKH�ZKROH�HFRQRP\�

,Q�VXPPDU\��WKH�&RXQFLO¶V�UHIRUP�SDFNDJH�LQFOXGHV�UHFRPPHQGDWLRQV�IRU

� $XVWUDOLD�3RVW�WR�FRQWLQXH�WR�EH�UHTXLUHG�WR�SURYLGH�D�XQLYHUVDO�SRVWDO�VHUYLFH�

� IXQGLQJ�IRU�WKH�ORVV�PDNLQJ�SDUWV�RI�WKH�XQLYHUVDO�VHUYLFH�WR�EH�D�PL[WXUH�RI�FURVV
VXEVLG\�DQG�GLUHFW�IXQGLQJ�RU�FURVV�VXEVLG\�DQG�LQGXVWU\�OHY\�

� KRXVHKROG� OHWWHUV� WR� UHPDLQ� UHVHUYHG� WR�$XVWUDOLD�3RVW��ZLWK�$XVWUDOLD�3RVW� IUHH� WR
GLVFRXQW�DJDLQVW�D�PDQGDWHG�XQLIRUP�UDWH�RI�SRVWDJH�

� RSHQ�FRPSHWLWLRQ�LQ�EXVLQHVV�OHWWHU�VHUYLFHV��ZLWK�D�PD[LPXP�UDWH�VHW�DW�WKH�VDPH
OHYHO�DV�WKH�XQLIRUP�UDWH��FXUUHQWO\����FHQWV���DQG

� RSHQ�FRPSHWLWLRQ�LQ�DOO�LQWHUQDWLRQDO�PDLO�VHUYLFHV�
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7KDW¶V�D�YHU\�EULHI�VQDSVKRW�RI�RXU�SDFNDJH���7KH�LPSRUWDQW�LVVXH�LV��KRZHYHU��ZKDW�GR
ZH�H[SHFW�LW�WR�GR"

7KH� UHIRUP� SDFNDJH� ZLOO� DIIHFW� EXVLQHVVHV� ZKLFK� DUH� XVHUV� RI� SRVWDO� VHUYLFHV� DQG
EXVLQHVVHV�ZKLFK�DUH�VXSSOLHUV�RI�SRVWDO�VHUYLFHV���,W�ZLOO�SXW�SUHVVXUH�RQ�DOO�SURYLGHUV
WR�PHHW�FXVWRPHU�QHHGV�� �7KH�&RXQFLO¶V� UHFRPPHQGDWLRQ� WR� LQFUHDVH� FRPSHWLWLRQ� IRU
EXVLQHVV� PDLO� ZLOO� DOORZ� FXVWRPHUV� JUHDWHU� FKRLFH� RI� ERWK� SURGXFW� DQG� VXSSOLHU�
LQFUHDVHG�IOH[LELOLW\��ORZHU�SULFHV�DQG�WKH�DELOLW\�WR�QHJRWLDWH�WHUPV�DQG�FRQGLWLRQV�DQG
HYHQ� VSHFLDO� SURGXFWV� DQG� VHUYLFHV�� � 5HIRUP� ZLOO� DOORZ� FRPSHWLWRUV� WR� RIIHU� D� ZLGHU
UDQJH� RI� VHUYLFHV� WKDQ� DW� SUHVHQW�� �:KLOH� VRPH� RI� WKHVH� VHUYLFHV� DQG� SURGXFWV�PD\
EHDU�D�UHVHPEODQFH�WR�$XVWUDOLD�3RVW�SURGXFWV��WKHUH�ZLOO�EH�VFRSH�IRU�QLFKH�SURGXFWV�
SDUWLFXODUO\�DW�WKH�ORFDO�OHYHO��DQG�SURGXFWV�WDLORUHG�WR�FXVWRPHUV¶�QHHGV�

6PDOO� EXVLQHVV�ZLOO� KDYH� D� FKRLFH� RI� XVLQJ� WKH� ��� FHQW� OHWWHU� VHUYLFH�� DQ� DOWHUQDWLYH
SRVWDO�SURYLGHU��RU�D�GLVFRXQWHG�VHUYLFH�WKURXJK�$XVWUDOLD�3RVW���$W�SUHVHQW��D�QXPEHU
RI�SRVWDO�VHUYLFHV�XVHUV��LQFOXGLQJ�VPDOO�EXVLQHVVHV��GR�QRW�JHQHUDWH�VXIILFLHQW�PDLO�WR
WDNH�DGYDQWDJH�RI�$XVWUDOLD�3RVW¶V�EXON�PDLO�GLVFRXQWV�DQG�WKHVH�ZLOO�EHQHILW� IURP�WKH
PRUH� FRPSHWLWLYH� UHJLPH�� �:LWK� FRPSHWLWLRQ� WKHUH�DUH� VWURQJ� LQFHQWLYHV� IRU� $XVWUDOLD
3RVW� WR� DWWUDFW� WKH� PD[LPXP� EXVLQHVV� LW� FDQ�� � 7KHUHIRUH�� LW� LV� OLNHO\� WKDW� JUHDWHU
GLVFRXQWV�ZLOO� EH�DYDLODEOH� WR� VPDOO� EXVLQHVV�� � 7KH�&RXQFLO� H[SHFWV� WKDW� UHJLRQDO� DQG
QLFKH�VHUYLFH�SURYLGHUV�ZLOO�HPHUJH���7KHVH�DUH�OLNHO\�WR�IRFXV�RQ�VPDOO�EXVLQHVV�

7KH�&RXQFLO�SUHVHQWHG�LWV�3RVW�UHSRUW�WR�WKH�&RPPRQZHDOWK�*RYHUQPHQW�LQ�0DUFK�WKLV
\HDU�� � ,W� LV� QRZ� EHLQJ� FRQVLGHUHG� E\� WKH� *RYHUQPHQW�� � :KLOH� WLPLQJ� IRU� WKH
*RYHUQPHQW¶V� GHFLVLRQ� RQ� WKH� &RXQFLO¶V� SURSRVDOV� LV� QRW� NQRZQ�� VWDWHPHQWV� E\� WKH
7UHDVXUHU�DQG�0LQLVWHU�IRU�&RPPXQLFDWLRQV�DERXW�RXU�SURSRVDOV�KDYH�EHHQ�SRVLWLYH�

&21&/86,216

:KLOH�DQ�H[WHQVLYH�WDVN�OLHV�DKHDG�ERWK�IRU�JRYHUQPHQWV�DQG�WKH�&RXQFLO��WKH�JDLQV�IURP
1&3�DUH�QRZ�EHJLQQLQJ�WR�HPHUJH�

)RU�H[DPSOH��PLFUR�HFRQRPLF�UHIRUP�LV�GHOLYHULQJ�EHQHILWV�LQ�WKH�IRUP�RI�JRRG�HFRQRPLF
JURZWK��VXVWDLQHG�ORZ�LQIODWLRQ�DQG�QRPLQDO�LQWHUHVW�UDWHV��ZKLFK�DSSHDUHG�RXW�RI�UHDFK
D� GHFDGH� DJR��� LPSURYHG� H[SRUW� SHUIRUPDQFH�� VLJQLILFDQW� MREV� JURZWK� DQG� KLVWRULFDOO\
KLJK�SURGXFWLYLW\�JURZWK���7KHVH�DUH�WKH�HFRQRPLF�IXQGDPHQWDOV�ZKLFK�ZLOO�XQGHUSLQ�RXU
IXWXUH�SURVSHULW\�

:H� DUH� QRZ� DOVR� EHJLQQLQJ� WR� ZLWQHVV� WKH� EHQHILWV� IURP� UHIRUP� DW� WKH�PLFUR� OHYHO�
7KHVH� DUH� WKH� EHQHILWV� WKDW� ZLOO� IORZ� WKURXJK� PRUH� GLUHFWO\� WR� EXVLQHVVHV� DQG
FRQVXPHUV���)RU�H[DPSOH��LQ�WKH�SURYLVLRQ�RI�HQHUJ\�VHUYLFHV�

¾ HOHFWULFLW\� SULFHV� IHOO� E\� DURXQG� ��� SHUFHQW� LQ� WKH� ILUVW� \HDU� RI� WKH� LQWHULP
FRPSHWLWLYH�PDUNHW�LQ�9LFWRULD�DQG�16:��DQG�VLJQLILFDQW�VSRW�GLVFRXQWLQJ�KDV�VLQFH
EHHQ�SUHYDOHQW�� �)XUWKHU�EHQHILWV�DUH� OLNHO\�DV�WKH�FRPSHWLWLYH�PDUNHW� LV�H[WHQGHG
WR�PRUH�HOHFWULFLW\�FRQVXPHUV�DQG�RWKHU�MXULVGLFWLRQV��DQG

¾ XQGHU� WKH� UHFHQWO\�DSSURYHG�$*/�XQGHUWDNLQJ��JDV�DFFHVV� WDULIIV� LQ�16:�ZLOO� IDOO� WR
DERXW����SHUFHQW�EHORZ�WKHLU������OHYHOV�E\�WKH�\HDU������
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,Q�WKH�SURYLVLRQ�RI�WUDQVSRUW�VHUYLFHV�

¾ DYHUDJH� DLUIDUHV� DUH� ��� SHUFHQW� EHORZ� WKHLU� SUH�GHUHJXODWLRQ� OHYHOV� �DQG� WRWDO
GRPHVWLF�DLU�WUDYHO�KDV�LQFUHDVHG�E\�PRUH�WKDQ����SHUFHQW���DQG

¾ UDLO� IUHLJKW� UDWHV� EHWZHHQ� 0HOERXUQH� DQG� 3HUWK� IHOO� E\� ��� SHUFHQW� IROORZLQJ� WKH
LQWURGXFWLRQ�RI�FRPSHWLWLRQ�RQ�WKDW�URXWH�LQ������

7KHUH�DUH�DOVR�VLJQV�WKDW�WHOHFRPPXQLFDWLRQV�SULFHV�KDYH�IDOOHQ�VLQFH�WKDW�PDUNHW�ZDV
FRPSOHWHO\�RSHQHG�WR�FRPSHWLWLRQ�ODVW�\HDU�

)XUWKHU��DQG�DV�GLVFXVVHG�SUHYLRXVO\��LPSOHPHQWDWLRQ�RI�FRPSHWLWLYH�QHXWUDOLW\�SULQFLSOHV�
DGGUHVVLQJ� DQWL�FRPSHWLWLYH� SUDFWLFHV� DQG� WKH� IUHHLQJ� XS� RI� PRQRSRO\� PDUNHWV� ZLOO
SURYLGH� QHZ� RSSRUWXQLWLHV� IRU� EXVLQHVVHV�� � 7KH� RXWFRPH� RI� WKLV� LV� OLNHO\� WR� EH� PRUH
FRPSHWLWLYH� DQG� G\QDPLF� PDUNHWV�� FDSDEOH� RI� GHOLYHULQJ� EHQHILWV� IRU� EXVLQHVVHV�
FRQVXPHUV��JRYHUQPHQWV�DQG�WD[SD\HUV�DOLNH���7KDW�LV��LQ�HDFK�PDUNHW�VXEMHFW�WR�JUHDWHU
FRPSHWLWLRQ��WKH�PRVW�HIILFLHQW�DQG�FRPSHWLWLYH�ILUPV�VKRXOG�EH�DEOH�WR�
RXW�FRPSHWH
�WKH
OHVV� HIILFLHQW�� � $PRQJ� RWKHU� WKLQJV�� WKLV� VKRXOG� VHH� LPSURYHG� SURGXFWLYLW\� DQG� ORZHU
SULFHV� LQ�WKRVH�PDUNHWV���%XVLQHVVHV� LQ�GRZQVWUHDP�PDUNHWV�VKRXOG�DOVR�EHFRPH�PRUH
FRPSHWLWLYH�DV�WKH\�GHULYH�WKH�EHQHILWV�RI�ORZHU�SULFHV�DQG�EHWWHU�VHUYLFHV���)XUWKHU��ZLWK
ORZHU�SULFHV��FRQVXPHUV�DQG�JRYHUQPHQWV�ZLOO�DOVR�KDYH�PRUH�PRQH\�WR�VDYH�� WKHUHE\
ERRVWLQJ� QDWLRQDO� VDYLQJV�� � 2U�� WKH\� ZLOO� EH� DEOH� WR� VSHQG� PRUH� RQ� RWKHU� JRRGV� DQG
VHUYLFHV��WKHUHE\�ERRVWLQJ�GHPDQG���0RUHRYHU��DV�RYHUDOO�SURGXFWLYLW\�OLIWV��VR�VKRXOG�WKH
OHYHO�RI�HFRQRPLF�JURZWK�WKDW�RXU�HFRQRP\�FDQ�VXVWDLQ�LQ�WKH�ORQJHU�WHUP�

,Q�WKRVH�PDUNHWV�GLUHFWO\�DIIHFWHG�E\�UHIRUP��LW�LV�DFNQRZOHGJHG�WKDW�WKHUH�ZLOO�EH�ERWK
ZLQQHUV� DQG� ORVHUV�� � 7KDW� LV��ZKLOH� WKH� FRPSHWLWLRQ� SROLF\� LV� GHVLJQHG� WR� HQKDQFH� WKH
SHUIRUPDQFH� RI� WKH� $XVWUDOLDQ� HFRQRP\� RYHUDOO�� LW� LV� QRW� GHVLJQHG� WR� LPSURYH� WKH
SURILWDELOLW\� RU� YLDELOLW\� RI� VSHFLILF� EXVLQHVVHV� RU� LQGXVWULHV� WKHPVHOYHV�� � 5DWKHU�� LW� LV
LQWHQGHG� WR� IRVWHU� FRQGLWLRQV� LQ�ZKLFK� WKH�EXVLQHVVHV�DQG� LQGXVWULHV� WKDW�PRVW� EHQHILW
WKH�FRPPXQLW\�SUHYDLO�

7DNH�XQHPSOR\PHQW��ZKLFK�LV�D�PDMRU�HFRQRPLF�SROLF\�FRQFHUQ�LQ�RXU�FRPPXQLW\�WRGD\�
,W� LV� UHDGLO\�DSSDUHQW� WKDW�ZH�ZLOO�QRW�EHQHILW� LQ� WKLV� DUHD�E\� MHWWLVRQLQJ� WKH�PHDVXUHV
ZKLFK�KDYH�GHOLYHUHG�JRRG�HFRQRPLF�RXWFRPHV�WR�GDWH���7KH�EHVW�ZD\�IRUZDUG�LV�WR�WDNH
RQ�WKH�FDXVHV�RI�XQHPSOR\PHQW�GLUHFWO\� WKURXJK�HGXFDWLRQ�DQG�WUDLQLQJ��DPHOLRUDWH� LWV
LPSOLFDWLRQV� WKURXJK� DSSURSULDWH� VRFLDO� SROLF\� ZKLOH� DGGUHVVLQJ� WKH� HFRQRPLF
IXQGDPHQWDOV� WKDW� ZLOO� GHOLYHU� VXVWDLQDEOH� HPSOR\PHQW� JURZWK� LQWR� WKH� IXWXUH�� � ,Q� D
FRPSHWLWLYH�PDUNHW��WKH�PRUH�SURGXFWLYH�MREV�ZLOO�H[SDQG��ZKLOH�WKH�OHVV�SURGXFWLYH�RQHV
ZLOO�FRQWUDFW���2Q�WKLV�PDWWHU��LW�KDV�EHHQ�UHDVVXULQJ�IRU�WKH�&RXQFLO�WR�NQRZ�WKDW�VHFWRUV
ZKHUH� PLFURHFRQRPLF� UHIRUP� SURFHHGHG� VWURQJO\� RYHU� WKH� ILUVW� KDOI� RI� WKLV� GHFDGH
�ILQDQFH�� FRPPXQLFDWLRQV�� FRQVWUXFWLRQ�� WUDQVSRUW� DQG� SURSHUW\� DQG� EXVLQHVV� VHUYLFHV�
GHOLYHUHG�WKH�EHVW�MRE�JURZWK�LQ�WKRVH�\HDUV�

&OHDUO\� ZH� DUH� JHWWLQJ� HDUO\� UXQV� RQ� WKH� ERDUG� IURP� WKH� UHIRUP� SURFHVV�� � ,W� LV� WKH
&RXQFLO¶V�WDVN�WR�KHOS�LPSURYH�WKH�UXQ�UDWH���:LWK�WKLV�JRDO�LQ�PLQG��WKH�&RXQFLO�ZLOO�RYHU
WKH�QH[W�WKUHH�\HDUV�IDFLOLWDWH�

¾ ULJRURXV�SULQFLSOHV�RI�FRPSHWLWLYH�QHXWUDOLW\�EHLQJ�DSSOLHG�ZLWK�WKH�DLP�RI�HQVXULQJ
WKDW� VLJQLILFDQW� *RYHUQPHQW�RZQHG� EXVLQHVVHV� KDYH� QR� DGYDQWDJHV� RU
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GLVDGYDQWDJHV� RYHU� WKHLU� SULYDWH� VHFWRU� FRPSHWLWRUV� EHFDXVH� RI� WKHLU� *RYHUQPHQW
RZQHUVKLS�

¾ RQJRLQJ� VFUXWLQ\� DQG� UHIRUP� RI� OHJLVODWLRQ�� UHJXODWLRQV� DQG� FRGHV� JRYHUQLQJ
SURIHVVLRQDO�VHUYLFHV�DJDLQVW�WKH�SULQFLSOHV�RI�1&3�

¾ DGKHUHQFH� WR� D� FRPPLWPHQW� E\� JRYHUQPHQWV� WR� LPSOHPHQW� UHIRUPV� LQ� NH\� DUHDV
VXFK�DV�HQHUJ\��WUDQVSRUW�DQG�ZDWHU��DQG

¾ JHQHUDO�DZDUHQHVV�RI�1&3�DQG�LWV�EHQHILWV�

7KH� &RXQFLO� ZLOO� EH� ZRUNLQJ� FORVHO\� ZLWK� JRYHUQPHQWV� WR� HQVXUH� 1&3� UHIRUPV� DUH
LPSOHPHQWHG�LQ�D�WLPHO\�PDQQHU�DQG�WR�HQVXUH�EHQHILWV�DUH�QRW�GHOD\HG���$W�WKH�VDPH
WLPH�� ZH�ZLOO� EH� FRQVXOWLQJ� ZLWK� QRQ�JRYHUQPHQW� VWDNHKROGHUV� RQ� DOO� DVSHFWV� RI� WKH
UHIRUP�SURFHVV�ZKHUH�FODULILFDWLRQ�RI�1&3�LV�UHTXLUHG���,W�LV�WKH�&RXQFLO¶V�DLP�WR�EH�LQ�D
SRVLWLRQ� WR� UHDGLO\� LQIRUP� WKH�FRPPXQLW\�DERXW�1&3�DQG� WKH�EHQHILWV�ZKLFK�ZLOO� IORZ
IURP�LW���,W�LV�DOVR�D�JRDO�RI�WKH�&RXQFLO�WKDW�WKH�FRPPXQLW\�QRW�EH�PLVOHDG�DERXW�1&3
E\� JURXSV� ZLWK� YHVWHG� LQWHUHVWV� RU� ZKR� PLVXQGHUVWDQG� WKH� RXWFRPHV� LW� VHHNV� WR
DFKLHYH�

7KH�WDVN�DKHDG�IRU�WKH�&RXQFLO�LV�QRW�VWUDLJKW�IRUZDUG�DQG�QRU�LV� LW�SROLWLFDOO\�HDV\�IRU
JRYHUQPHQWV���6WURQJ�OHDGHUVKLS��SROLWLFDO�ZLOO�DQG�DERYH�DOO��WKH�DELOLW\�WR�OLVWHQ�WR�DQG
FRPPXQLFDWH� UDWLRQDO� DUJXPHQWV�� DUH� HVVHQWLDO� SUHUHTXLVLWHV�� � 8QGRXEWHGO\�� EULQJLQJ
1&3�WR�LWV�HQG�SRLQW�ZLOO�EH�D�WHVW�RI�WKH�PHWWOH�RI�JRYHUQPHQWV�DQG�LQGHHG�WKDW�RI�WKH
&RXQFLO�� � 7KHUH� DUH� VRPH� KDUG� \DUGV� DKHDG�� KRZHYHU� WKH� &RXQFLO� LV� FRQILGHQW� WKDW
ZRUNLQJ�DV�D�WHDP�ZLWK�JRYHUQPHQWV�DQG�RWKHU�JURXSV��WRJHWKHU�ZH�FDQ�GHOLYHU� IXOO\
RQ�WKH�DVSLUDWLRQV�RI�WKLV�UHIRUP�SURJUDP�
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The National Competition Policy reforms

The NCP reform package involves:

• closing gaps in laws dealing with anti-competitive business practices: Part IV of the
Trade Practices Act was amended and it was agreed to apply it to all business activities.
Previously, certain types of businesses were exempt __ some State government businesses
for example.

• vetting anti-competitive laws: the package provides for the review and, if appropriate,
reform anti-competitive legislation and regulation.  Examples of anti-competitive laws
include those which sanction government monopolies, and those which establish
occupational licensing schemes.  Each Australian government has developed its own
schedule and timetable for the reviews. Anti-competitive laws are to be retained only if
they confer a net benefit to the community and if their objectives cannot be achieved in a
less restrictive way.

• restructuring government monopolies: the package involves processes where competition
is introduced into markets traditionally supplied by government monopolies, or where
government monopolies are privatised.  The package indicates that, before this is done,
the “natural monopoly” elements of the government business should generally be
separated from those parts which are amenable to competition.  It also provides that any
regulatory functions the government business may possess should be given to a separate
government agency.

• putting public and private businesses on an equal footing: under the package’s
“competitive neutrality” provisions, where government businesses compete with private
businesses, governments must remove unfair advantages enjoyed by their government
businesses, such as tax exemptions or exemptions from regulation.

• monitoring prices of government businesses: the package provides that, where
government businesses retain a significant degree of market power, independent prices
oversight should be considered to constrain their prices.

• facilitating access to “nationally significant” infrastructure services: the package
provides for a national access regime so that businesses which want to use the services
provided by other businesses infrastructure can do so, on reasonable terms and conditions.
For example, under the regime, a business may be able to get access to a rail network and
operate trains on that network, in competition with the existing train operator.

The package requires that reforms be implemented not only at Commonwealth and
State/Territory level, but also at local government level.

The package also incorporates pre-existing Council of Australian Government (COAG)
agreements on reforms in the areas of electricity, gas, water and road transport.


