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HQYLUFLY#FDSUL�QHW�DX

7R�+RXVH�RI�5HSUHVHQWDWLYHV�6WDQGLQJ�&RPPLWWHH�RQ�(QYLURQPHQW�DQG�+HULWDJH

68%0,66,21�21�&$7&+0(17�0$1$*(0(17

,QWURGXFWLRQ

7KLV�EULHI�VXEPLVVLRQ�VXSSRUWV�D�QDWLRQDO�DSSURDFK� WR�DFFHSWDQFH�DQG� LPSOHPHQWDWLRQ�RI�FDWFKPHQW
PDQDJHPHQW�WKURXJKRXW�$XVWUDOLD��,Q�WKH�FRQWH[W�RI�WKLV�VXEPLVVLRQ��WKH�WHUPV�,QWHJUDWHG�&DWFKPHQW
0DQDJHPHQW��,&0��DQG�7RWDO�&DWFKPHQW�0DQDJHPHQW��7&0��DQG�&DWFKPHQW�0DQDJHPHQW��&0��DUH
RQH�DQG�WKH�VDPH��,I�WKHUH�LV�D�SUHIHUHQFH�IRU�WHUPLQRORJ\��,�ZRXOG�FKRRVH�7&0�EHFDXVH�LW�LPSOLHV�D
³WRWDO´��RU�DOO�LQFOXVLYH��DSSURDFK�WR�UHVRXUFH�XVH�DQG�ELRGLYHUVLW\�

,� KDYH� DGGUHVVHG� VRPH� VSHFLILF� LVVXHV� LQ� VRPH� RI� WKH� WHUPV� RI� UHIHUHQFH�� $V� D� QDWLRQ� ZLWK
DFNQRZOHGJHG� HQRUPRXV� HQYLURQPHQWDO� LVVXHV�� ,� EHOLHYH� WRR� PDQ\� RSSRUWXQLWLHV� WR� DFKLHYH
VXVWDLQDEOH�UHVRXUFH�DQG�QDWXUDO�UHVRXUFH�XVH�KDYH�SDVVHG�E\��,�ZLOO�HQGHDYRXU�WR�KLJKOLJKW�WKHVH��LQ
DGGLWLRQ� WR�DGGLQJ� VRPH�H[DPSOHV�RI� LQDGHTXDWH� UHVSRQVHV� WR�HQYLURQPHQWDO�DQG� FDWFKPHQW� LVVXHV
IURP�P\�RZQ�VWDWH�RI�6RXWK�$XVWUDOLD��7KHVH�LVVXHV�DUH�WKH�VDPH�LQ�RWKHU�SDUWV�RI�RXU�QDWLRQ�

'HYHORSPHQW�RI�&0

• 'XULQJ�WKH�����V�DQG�����V�WKHUH�KDYH�EHHQ�D�UDQJH�RI�PHWKRGV�DGRSWHG�E\�VWDWH�JRYHUQPHQWV
LQ�4XHHQVODQG��1HZ�6RXWK�:DOHV�� DQG�9LFWRULD� WR�HQJDJH�FRPPXQLWLHV� LQ�D�&0�UHVSRQVH�� ,� DP
IDPLOLDU�ZLWK� WKH�PRGHOV� SUHVHQWO\� XVHG� LQ� 16:� DQG� 9LFWRULD��ZKHUH� ,� OLYHG� IRU� WHQ� \HDUV� XQWLO
�����

6WDWHV�KDYH�DSSURDFKHG�&0�GLIIHUHQWO\� �� WKHUH� DUH� GLIIHUHQW� V\VWHPV� LQ� HDFK�RI�4OG��16:�� DQG
9LFWRULD��&RQVLGHU�WKH�IROORZLQJ�OLVW��
• 4OG�KDV�,&0�ZLWK�FDWFKPHQW�FR�RUGLQDWLQJ�FRPPLWWHHV
• 16:� KDV� &0� &RPPLWWHHV� DQG� 7UXVWV�� VXSSRUWHG� E\� ODQG� DQG�ZDWHU� PDQDJHPHQW� SODQQLQJ

JURXSV

• 9LF�QRZ�KDV�&0�$XWKRULWLHV� �IRUPHUO\�&DWFKPHQW�DQG�/DQG�3URWHFWLRQ�%RDUGV���KDYLQJ�XVHG
WKH�YHKLFOH�RI�FDWFKPHQW�FR�RUGLQDWLQJ�FRPPLWWHHV�IURP�����

• 6$� KDV� FRQFHQWUDWHG� DOPRVW� H[FOXVLYHO\� RQ� FDWFKPHQW� ZDWHU� TXDOLW\� LQ� UHFHQW� \HDUV�� DV
HYLGHQFHG�E\�WKHLU�IHZ�&DWFKPHQW�:DWHU�0DQDJHPHQW�%RDUGV��DQG�KDV�QRW�HPEUDFHG�&0�DV
DQ�LQWHJUDWHG�V\VWHP

• :$�KDV�D�VXE�FDWFKPHQW�SODQQLQJ�DSSURDFK�VXSSOHPHQWHG�E\�WKH�FRPPXQLW\�JURXSV��VXFK�DV
WKH�/DQG�0DQDJHPHQW�6RFLHW\

• 6WDWHV� KDYH� GLIIHUHQW�ZD\V� RI�PDQDJLQJ� ODQG� DQG�ZDWHU� PDQDJHPHQW� LVVXHV�� LQFOXGLQJ� QDWXUDO
UHVRXUFH� PDQDJHPHQW� �150�� ±� ELRGLYHUVLW\�� UHYHJHWDWLRQ�� FRDVWDO� LVVXHV�� ZDWHU� UHVRXUFHV�
VXVWDLQDEOH�DJULFXOWXUH�HWF��7KLV� LV� LQ� UHVSRQVH� WR�GLIIHUHQW�SROLF\�� HFRQRPLF�� DQG�HQYLURQPHQWDO
LPSHUDWLYHV�

• &DWFKPHQWV� VSDQQLQJ� VWDWH� ERXQGDULHV� DUH� VXEMHFWHG� WR� GLIIHULQJ� HQYLURQPHQWDO� OHJLVODWLYH� DQG
DGPLQLVWUDWLYH�IUDPHZRUNV��:H�QHHG�ORRN�QR�IXUWKHU�WKDQ�WKH�HQRUPRXV�SUREOHPV�RI�WKH�0XUUD\�
'DUOLQJ�%DVLQ��7KLV�LV�QRW�FRQGXFLYH�WR�HIIHFWLYH�LPSOHPHQWDWLRQ�RI�&0�

• ,Q� WKLV�'HFDGH�RI� /DQGFDUH��ZH�KDYH� VHHQ�D�YHU\� VXFFHVVIXO� V\VWHP�HPHUJH�DW� WKH�JUDVV�URRWV
OHYHO�� EXW� EHFDXVH� LW� KDV� EHHQ� D� ³YROXQWHHU´� V\VWHP� ,� EHOLHYH� LW� KDV� QRW� HPEUDFHG� D� WRWDO
FDWFKPHQW�PDQDJHPHQW� DSSURDFK� LQ�PDQ\� UXUDO� UHJLRQV� RI� $XVWUDOLD�� ,Q�P\� UHJLRQ� RI� 6$� �0LG



2

1RUWK�DQG�DGMRLQLQJ�DUHDV���/DQGFDUH�KDV�QRW�EHHQ�LQFOXGHG�DV�D�UHJLRQDO�PRYHPHQW��EXW�RQO\�RQ
D�IHZ�VHOHFWHG�VLWHV�

7KLV�EULHI�SHUVSHFWLYH�LQGLFDWHV�WKDW�WKHUH�KDV�QRW�EHHQ��QRU�LV�WKHUH��D�XQLIRUP�QDWLRQDO�DSSURDFK�WR
&0���6L[�GHFDGHV�RU�VR�RI�VRPHZKDW�VHULRXV�FRQWHPSODWLRQ�RI�HQYLURQPHQWDO�LVVXHV�KDV�\HW�WR�SURGXFH
D�FRKHVLYH�V\VWHP�RI�ODQG��ZDWHU��DQG�QDWXUDO�UHVRXUFH��PDQDJHPHQW�LQ�WKLV�FRXQWU\�

7KH�9DOXH�RI�&0

7KHUH� LV� D� ODUJH� TXDQWLW\� RI� UHVHDUFK� DQG� LQIRUPDWLRQ� DYDLODEOH� RQ� &0�� LQFOXGLQJ� FDVH� VWXGLHV�
DGPLQLVWUDWLYH�DUUDQJHPHQWV��FRPPXQLW\�QHWZRUNV��DQG�VR�RQ�
7R�P\�NQRZOHGJH�9LFWRULD� LV�WKH�RQO\�VWDWH�WR�KDYH�IRUPDOLVHG�D�VWDWH�ZLGH�FDWFKPHQW�PDQDJHPHQW
V\VWHP�ZLWK� LWV�$XWKRULWLHV� IUDPHZRUN��0DQ\�&0�HQWLWLHV�KDYH�DULVHQ�RXW�RI� WKH�GHFOLQLQJ�TXDOLW\�RI
ZDWHU� H�J�� 9LFWRULD¶V� ³6WDWH� RI� WKH� 5LYHUV´� UHSRUW� RI� ������ 6RXWK� $XVWUDOLD¶V� &DWFKPHQW� :DWHU
0DQDJHPHQW�%RDUGV�
:KLOVW�7&0�DV�D�V\VWHP�LV�DFNQRZOHGJHG�DV�VWLOO� LQ� LWV� LQIDQF\��,�EHOLHYH�WKDW�VXIILFLHQW�SURJUHVV�KDV
EHHQ�DFKLHYHG�LQ�WDNLQJ�WKH�QH[W�VWHS�±�DQG�WKDW�LV�WR�VWUXFWXUH�D�VXVWDLQDEOH�SDUWQHUVKLS�EHWZHHQ�WKH
EURDG� FRPPXQLW\� DQG� IHGHUDO�� VWDWH�� DQG� ORFDO� JRYHUQPHQWV�� 7KHUH� LV� UHDOO\� QR� DOWHUQDWLYH� LQ
DFKLHYLQJ�HFRORJLFDOO\� VXVWDLQDEOH� GHYHORSPHQW� �(6'��ZLWKRXW� 7&0�� %XW� WKH� WDVN� LV� KRZ� WR� HQPHVK
VWDWH�DQG�IHGHUDO�SROLFLHV��WKH�FRPPXQLW\��DQG�RXU�NQRZOHGJH�RI�FDWFKPHQW�EHKDYLRXU�

&RQVLGHU� DQ� H[DPSOH� WKDW� KLJKOLJKWV� D� GLIILFXOW\� LQ� YDOXLQJ� 7&0�� ,Q�P\� UHJLRQ� RI� 6$�� 7&0� KDV� QR
DSSOLFDWLRQ�RXWVLGH�RI�PHWURSROLWDQ�$GHODLGH��DQG�RQO\�KHUH�LV�RQH�FRPSRQHQW�RI�7&0�DSSOLHG�DQG�WKDW
LV�LQ�ZDWHU�PDQDJHPHQW��%URDGDFUH�IDUP�FDWFKPHQWV�KDYH�QRW�EHHQ�LQFOXGHG�LQ�D�7&0�PRGHO�
7KH�V\VWHP�RI�ODQG�PDQDJHPHQW�LQ�UXUDO�6$�LV�IRFXVVHG�DURXQG�6RLO�&RQVHUYDWLRQ�%RDUGV��ZKLOVW�WKH
V\VWHP� RI� ZDWHU� PDQDJHPHQW� LV� FHQWUHG� RQ� :DWHU� $OORFDWLRQ� 3ODQV� �L�H�� HTXLWDEOH� DQG� HFRQRPLF
VKDULQJ�RI�D�QDWXUDO�UHVRXUFH���7KH�VWDWH¶V�:DWHU�5HVRXUFHV�$FW������VHSDUDWHV�ODQG�DQG�ZDWHU�ULJKWV�
LW�VHSDUDWHV�RQH�QDWXUDO�UHVRXUFH�IURP�DQRWKHU�DQG�FRQVHTXHQWO\�,�EHOLHYH�UHQGHUV�7&0�D�GHJUHH�RI
LUUHOHYDQF\��7KH�IRFXV�LQ�6$�LV�RXW�RI�VWHS�ZLWK�WKDW�RI�WKH�HDVWHUQ�VWDWHV��DQG�DJDLQ�,�EHOLHYH�WKLV�LV�WR
WKH�GHWULPHQW�RI�DFKLHYLQJ�D�FR�RUGLQDWHG�DQG�LQWHJUDWHG�V\VWHP�RI�ODQG�DQG�ZDWHU�PDQDJHPHQW�

:KLOVW�QRW�GHQLJUDWLQJ�WKH�YDOXH�RI�VRLO�FRQVHUYDWLRQ�JURXSV��,�EHOLHYH�WKLV�V\VWHP�LV�SDVW�LWV�RSWLPXP
OLIH� DQG� GRHV� QRW� SURYLGH� ZKDW� LV� UHTXLUHG� QRZ� DQG� IRU� WKH� IXWXUH�� DQG� WKDW� LV� DQ� LQWHJUDWHG
DSSURDFK�WR�QDWXUDO�UHVRXUFHV�DQG�FDWFKPHQW�PDQDJHPHQW��$�VXEVWDQWLDO�FKDQJH�LQ�SROLWLFDO�ZLOO�DQG
JRYHUQPHQW�SULRULWLHV�ZLOO�EH�VLJQLILFDQW�VWHSV�LQWR�LQWURGXFLQJ�7&0�LQWR�6$�

0\�FRQFOXVLRQV�DUH��

• &0�LV�D�QDWLRQDO� LVVXH�DQG�SURFHVVHV�PXVW�EH�VWUXFWXUHG�WR�HQVXUH�WKDW� WKH�IHGHUDO�JRYHUQPHQW
SOD\V�D�SLYRWDO�UROH�LQ�HQYLURQPHQWDO�SURWHFWLRQ�DQG�(6'�

• 7KHUH�PXVW�EH�SDUWLFLSDWRU\�GHFLVLRQ�PDNLQJ�
• 7&0�FDQ�EH�LQYLJRUDWHG�ZLWK�WKH�����V�³FRPPXQLWLHV�RI�FRPPRQ�FRQFHUQ´�SULQFLSOH�
• 7&0� FDQ� QRW� EH� OHIW� WR� VWDWHV� DORQH� WR� LPSOHPHQW�� WKHUH�PXVW� EH� OHDGHUVKLS� IURP� WKH� IHGHUDO

JRYHUQPHQW�
• $�7&0�DSSURDFK�ZRXOG�DOORZ�DQ�XQGHUVWDQGLQJ� WR�GHYHORS�RI� LQWHU�FDWFKPHQW� UHODWLRQVKLSV��DQG

GHYHORS�VWURQJHU�FRPPXQLW\�LQYROYHPHQW�

%HVW�3UDFWLFH�0HWKRGV

7KHUH�DUH�PDQ\�FDVH�VWXGLHV�DQG�H[SHULHQFHV�DYDLODEOH�IURP�DURXQG�WKH�QDWLRQ�RQ�&0��DQG�&6,52�RI
FRXUVH�KDV�EHHQ�SLYRWDO�LQ�WKH�UHVHDUFK�DQG�XQGHUVWDQGLQJ�RI�FDWFKPHQW�UHVSRQVHV�
&6,52V� ����� SXEOLFDWLRQ�� ³,QGLFDWRUV� RI� &DWFKPHQW� +HDOWK� ±� D� WHFKQLFDO� SHUVSHFWLYH´�� SURYLGHV
HVVHQWLDO�LQIRUPDWLRQ�IRU�DQ\�7&0�SURJUDP�

,�FRPPHQG�DOO�WKH�SRVLWLYH�HQYLURQPHQWDO�ZRUN�DQG�LQYHVWLJDWLRQV�WKDW�KDYH�RFFXUUHG��EXW�,�FRQVLGHU
WKDW�PXFK�RI� LW�ZRXOG�DFKLHYH�D�KLJKHU� OHYHO�RI� LPSRUWDQFH�DQG�DSSOLFDWLRQ� LI� FRPELQHG� LQWR�D�7&0
UHVSRQVH��7KLV�PHDQV�FRPELQLQJ�SURMHFWV�VXFK�DV�WKH�IROORZLQJ�WR�DFKLHYH�RSWLPXP�UHVXOWV��
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• /RFDO�$JHQGD����SURJUDPV��E\�ORFDO�JRYHUQPHQW�
• (QYLURQPHQWDO�0DQDJHPHQW�6\VWHPV��(06�
• 5HJLRQDO�HQYLURQPHQWDO�VWUDWHJLHV
• /RFDO�FRQVHUYDWLRQ�VWUDWHJLHV
• :DWHUZDWFK��FRPPXQLW\�HQYLURQPHQWDO�PRQLWRULQJ
• /DQGFDUH��5DQJHFDUH
• *UHHQLQJ�$XVWUDOLD��7UHHV�IRU�/LIH�SURMHFWV

$� 7&0� HQWLW\� ZRXOG� KDYH� WKH� FDSDELOLWLHV� WR� H[WUDFW� FRQWHPSRUDU\� PHWKRGV� DQG� UHVHDUFK� IURP
RUJDQLVDWLRQV� VXFK� DV� &6,52�� DQG� DSSO\� WKHP� DW� WKH� FDWFKPHQW� VFDOH�� 7KLV� KDV� EHHQ� WKH� FDVH� LQ
FDWFKPHQWV�VXSSRUWHG�E\�D�WRWDO�PDQDJHPHQW�V\VWHP��H�J��DORQJ�WKH�HDVWHUQ�VHD�ERDUG�DQG�VRXWK�
HDVW� $XVWUDOLD��� EXW� WKH� VDPH� RSSRUWXQLWLHV� KDYH� QRW� EHHQ� DYDLODEOH� WR� WKH� OHVV� SRSXODWHG� UXUDO
UHJLRQV��DQG�DJDLQ�,�UHIHU�WR�UXUDO�6$�

5HVRXUFLQJ

,�FRQWHQG�WKDW�&0�VKRXOG�KDYH�EHHQ�LQWURGXFHG�DV�D�QDWLRQDO�SURJUDP�HLWKHU�DW�WKH�VDPH�WLPH�DV�1+7
HYROYHG� RU� DV� D� UHSODFHPHQW� IRU� LW�� ,W� LV� FOHDU� WKDW� WKRVH� VWDWHV� DQG� UHJLRQV� LQ� $XVWUDOLD� ZLWK� WKH
KLJKHVW�ULVN�RI�HQYLURQPHQWDO�GHFOLQH�RI�ZDWHUZD\V�DQG�ZDWHU�FDWFKPHQWV�KDYH�KDG�QR�DOWHUQDWLYH�EXW
WR�LPSOHPHQW�D�&0�V\VWHP��H�J��9LFWRULD��FRDVWDO�FDWFKPHQWV�RI�16:��

,W� ZRXOG� EH� DSSURSULDWH� WR� GLYHUW� IXQGV� IURP� WKH� 1+7� SURJUDP� DQG� WKH� IHGHUDO� JRYHUQPHQW¶V
HQYLURQPHQW�SURJUDP�WR�HVWDEOLVK�D�QDWLRQDO�&0�QHWZRUN��)XQGLQJ�IRU�SLHFHPHDO�SURMHFWV���H�J��LQ�P\
UHJLRQ�D�UHFHQW�1+7�IXQGHG�SURMHFW�LQYROYHV�³VXVWDLQDEOH�IDUPLQJ�SUDFWLFHV´�LQ�D�VPDOO�SDUW�RI�D�PXFK
ODUJHU�FDWFKPHQW��LV�QRW�FRQGXFLYH�WR�RYHUFRPLQJ�WKH�ORQJ�WHUP�SUREOHPV�LQ�FDWFKPHQW�PDQDJHPHQW
SODQQLQJ��$JDLQ��LQ�P\�UHJLRQ�VRPH�RI�WKHVH�DUH���KXPDQ�DWWLWXGHV��UHJHQHUDWLRQ�RI�ZRRG\�YHJHWDWLRQ
DQG�QDWLYH� JUDVVODQG� WR� DFKLHYH� LQWHJUDWHG� SHVW� FRQWURO�� FRQVHUYDWLRQ� RI�ZDWHU� VXSSO\� TXDQWLW\� DQG
TXDOLW\�� UH�HVWDEOLVKPHQW� RI� ELRGLYHUVLW\�� UHFRJQLWLRQ� RI� GU\ODQG� VDOLQLW\�� LQDSSURSULDWH� ODQG
PDQDJHPHQW�SUDFWLFHV��VRLO�DFLGLILFDWLRQ�

,Q� WKH� LQWHUHVWV� RI� IDLUQHVV� DQG� HTXLW\�� ,� VXJJHVW� WKDW� WKRVH� VWDWHV�ZLWK� DQ� HVWDEOLVKHG�&0� V\VWHP
VKRXOG�FRQWLQXH�WR�UHFHLYH�1+7�IXQGLQJ��RU�ZKDWHYHU�IROORZV�LW���EXW�WKRVH�VWDWHV�VXFK�DV�6$�ZLWKRXW�D
7&0�V\VWHP�VKRXOG�KDYH�WKHLU�1+7�IXQGLQJ�GLYHUWHG�WR�WKH�HVWDEOLVKPHQW�RI�WKH�V\VWHP��:KHWKHU�WKH\
EH� FDOOHG� &0� $XWKRULWLHV�� RU� 7UXVWV�� RU� %RDUGV�� LW� GRHV� QRW� PDWWHU�� EXW� ZKDW� LV� LPSRUWDQW� LV� WKH
HVWDEOLVKPHQW� RI� D� VXVWDLQDEO\� UHVRXUFHG� RUJDQLVDWLRQ� IXQGHG� LQLWLDOO\� E\� IHGHUDO�� VWDWH�� DQG� ORFDO
JRYHUQPHQWV��7KH�XVXDO�FDWFKPHQW�OHY\�DSSURDFK�FDQ�WKHQ�EH�DSSOLHG�

6XPPDU\

&DWFKPHQW�PDQDJHPHQW�PDNHV�XQDUJXDEOH� VHQVH� DW� RXU�PRPHQW� LQ� WLPH��:H�DUH� WROG� WKDW�KXPDQ
FRQVXPSWLRQ� DQG� UHVRXUFH�XVH�RQ� WKLV� FRQWLQHQW� KDYH� UHDFKHG� WKH� SRLQW� WKDW� WKUHDWHQV� VXVWDLQDEOH
HFRV\VWHPV�� DQG� WKH� SUHVHQW� SOLJKW� RI� WKH� 0XUUD\� 5LYHU� DQG� WKH� GU\ODQG� VDOLQLW\� SUREOHPV� RI� :$
VXSSRUW� WKLV� FRQWHQWLRQ�� $� QDWLRQDOO\� LPSOHPHQWHG� SURJUDP� RI� &DWFKPHQW�0DQDJHPHQW� SURYLGHV� XV
ZLWK�RXU� EHVW� FKDQFH��DQG�PD\�EH� RXU� RQO\� RQH�� WR� DSSO\� EHVW� SUDFWLFH� WR� DFKLHYH� D� VHPEODQFH� RI
HFRORJLFDOO\�VXVWDLQDEOH�GHYHORSPHQW�

$� &0� V\VWHP� PD\� DFFHOHUDWH� WKH� UDWH� RI� FKDQJH� RI� KXPDQ� DWWLWXGHV� DQG� UHVRXUFH� PDQDJHPHQW
SUDFWLFHV��EXW� LPSRUWDQWO\� WR�RIIHU�D�FRKHVLYH�DQG�FR�RUGLQDWHG�V\VWHP� WR�RXU�QDWLRQ¶V� FRPPXQLWLHV�
SDUWLFXODUO\� WKRVH� LQ� UXUDO� UHJLRQV��:H�PD\� HYHQ� KDYH� D� FKDQFH� WR� UHYHUVH� WKH� DQQXDO� QHW� ORVV� RI
YHJHWDWLRQ�FDXVHG�E\�WKH�DVSHFW�WKDW�KDV�FDXVHG�DOO�RXU�HQYLURQPHQWDO�SUREOHPV�±�ODQG�FOHDULQJ�

7R� WKLV� HQG� ,� FRPPHQG� WKH� LPSOHPHQWDWLRQ� RI� FDWFKPHQW�PDQDJHPHQW� RQ� D� QDWLRQDO� VFDOH� WR� WKH
6WDQGLQJ�&RPPLWWHH�

'HV�0HQ]��0,($XVW��&3(QJ -XO\���������


