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7KLV�SDSHU�DQDO\]HV� WZR�SUREOHPV�ZLWK�WD[�DGPLQLVWUDWLRQ�LQ�(J\SW�� WD[�HYDVLRQ�DQG�WD[SD\HUV¶�KLJK� WUDQVDFWLRQ�FRVWV� LQ� WD[�SD\PHQW��7KH�SDSHU�HYDOXDWHV� WKH�PDJQLWXGH�RI�HDFK�SUREOHP�LQ�D�FRPSDUDWLYH�FURVV�FRXQWU\�FRQWH[W��(PSLULFDO�DQDO\VLV�VXJJHVWV�WKDW�WD[�HYDVLRQ�LQ�(J\SW�LV�FRQVLVWHQW��WR�D�JUHDW�H[WHQW��ZLWK�WKH�FRXQWU\¶V�HFRQRPLF�DQG�LQVWLWXWLRQDO�FRQGLWLRQV��&RUUHVSRQGLQJO\��WD[�REVWDFOHV�WR�SULYDWH�EXVLQHVV��DJDLQ�VLPLODU� WR� RWKHU� FRXQWULHV�� DUH� UDQNHG� DV� WKH� SULPDU\� REVWDFOH� WR� GRLQJ� EXVLQHVV� LQ�(J\SW��7KH�SDSHU� WKHQ�H[DPLQHV� WKH� WD[�SD\PHQW� µFRQWUDFW�¶�RU� UHODWLRQVKLS�EHWZHHQ�WD[SD\HUV� DQG� WKH� WD[� DXWKRULW\� LQ� (J\SW�� DQG� GLVFXVVHV� WKUHH� ZHDNQHVVHV� LQ� WKLV�UHODWLRQVKLS�� WKH� LPSRUWDQFH� RI� SULYDWH� LQIRUPDWLRQ�� PRUDO� KD]DUG� DQG� DGYHUVH�VHOHFWLRQ�� $� FULWLFDO� HOHPHQW� LQ� WD[� DGPLQLVWUDWLRQ� UHIRUP� LQ� (J\SW� PXVW� IRFXV� RQ�HOLPLQDWLQJ�WKHVH�ZHDNQHVVHV�
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,���,QWURGXFWLRQ
$V�(J\SW�EHFRPHV�D�PRUH�SULYDWH�VHFWRU�OHG�HFRQRP\��WKH�QHHG�WR�VWXG\�WKH�SULQFLSOHV�XQGHUO\LQJ�WD[�FROOHFWLRQ�EHFRPHV�DSSDUHQW��7D[�FROOHFWLRQ�PHWKRGV�WKDW�ZHUH�VXLWDEOH�IRU�DQ�HFRQRP\�GRPLQDWHG�E\�SXEOLF�VHFWRU� ILUPV�DUH� LQDGHTXDWH� IRU� WKH�FXUUHQW�DQG�IXWXUH� VWDJHV� RI� HFRQRPLF� GHYHORSPHQW�� )XUWKHU� HYLGHQFH� RI� WKH� QHHG� WR� PRGLI\�(J\SW¶V�WD[�FROOHFWLRQ�SURFHVV�LV�WKH�JHQHUDO�SHUFHSWLRQ�WKDW�WD[SD\HUV�DUH�LQFUHDVLQJO\�HYDGLQJ�DFFXUDWH�DQG�SURPSW�WD[�SD\PHQW��7KH�QHHG�IRU�UHIRUP�LV�DOVR�DSSDUHQW�LQ�WKH��������� WD[� FDVHV� SHQGLQJ� LQ� (J\SWLDQ� FRXUWV� DQG� WKH� QHHG� IRU� WKH� UHFHQW�5HFRQFLOLDWLRQ�/DZ�WKDW�DOORZV�WD[SD\HUV�DQG�WKH�WD[�DXWKRULW\�\HW�RQH�PRUH�DYHQXH�WR�VHWWOH�WKHLU�GLVSXWHV��0HDQZKLOH��RYHU��� SHUFHQW�RI�GRFXPHQWHG�WD[SD\HUV�GR�QRW�ILOH�WD[HV�E\�WKH�GHDGOLQH��7ZR� LVVXHV� UDLVH�KHDWHG�GHEDWH�RQ� WD[� DGPLQLVWUDWLRQ� LQ�(J\SW�� WD[�HYDVLRQ�DQG�WKH�GLIILFXOW\�WD[SD\HUV�IDFH�LQ�GHDOLQJ�ZLWK�WKH�WD[�DXWKRULW\��'HSHQGLQJ�RQ�ZKRP�LV�EHLQJ�DVNHG��RQH�RI� WKH� WZR� LVVXHV�ZLOO�EH�GHFODUHG�DV� WKH�SULPDU\�ZHDNQHVV�EHKLQG�WKH� SRRU� SHUIRUPDQFH� LQ� WD[� FROOHFWLRQ�� (DFK� VLGH� ZKHQ� SUHVVHG�� KRZHYHU�� ZLOO�DFNQRZOHGJH�WKH�RWKHU�SDUW\¶V�FRPSODLQWV��7KH� SXUSRVH� RI� WKLV� SDSHU� LV� WR� DQDO\]H� SUREOHPV� RI� WD[� DGPLQLVWUDWLRQ� IURP� D�FRQWUDFWLQJ�SHUVSHFWLYH��7KLV�DQDO\VLV�DUJXHV� WKDW�ERWK�H[WHQVLYH�WD[�HYDVLRQ�DQG�WKH�GLVFUHWLRQDU\�QDWXUH�RI�WKH�WD[�DXWKRULW\¶V�LQWHUDFWLRQ�ZLWK�WKH�EXVLQHVV�FRPPXQLW\�DUH�V\PSWRPV�RI�D�UHODWLRQVKLS��RU�µFRQWUDFW¶��WKDW�GRHV�QRW�FOHDUO\�GHILQH�WKH�UXOHV��UROHV�DQG�FRQVHTXHQFHV�RI�GLIIHUHQW�SDUWLHV¶� W\SHV�RI�EHKDYLRU��7KLV� UHVXOWV� LQ�XQFHUWDLQW\��GLVFUHWLRQ��GLVSXWHV��DQG�QHJRWLDWLRQV��7KLV�QHJDWLYH�UHODWLRQVKLS�UDLVHV�WKH�WUDQVDFWLRQ�FRVWV�RI�WD[�FROOHFWLRQ�SD\PHQW��8VLQJ�WKH�FRQWUDFWLQJ�OLWHUDWXUH�RQ�WD[�DGPLQLVWUDWLRQ��UHIRUP� PXVW� IRFXV� RQ� DOLJQLQJ� LQFHQWLYHV� RI� YDULRXV� SDUWLHV� LQVWHDG� RI� µSROLFLQJ¶�SDUWLHV�HYHU\�VWHS�RI�WKH�ZD\��$W� WKH� EHJLQQLQJ�� LW� LV� QHFHVVDU\� WR� GHILQH� WKH� FRQFHSWV�� µFRQWUDFW¶� DQG�µWUDQVDFWLRQ� FRVWV¶��&RQWUDFW�� LQ� HFRQRPLFV�� UHIHUV� WR� DQ� DJUHHPHQW� WKDW� SDUWLHV� HQWHU�LQWR�WR�FKDQJH�WKHLU�EHKDYLRU� LQ�ZD\V�WKDW�DUH�PXWXDOO\�EHQHILFLDO��7KHVH�DJUHHPHQWV�PD\� HQFRPSDVV� WKH� VRUW� RI� DFWLRQV� HDFK� LV� WR� WDNH�� SD\PHQWV� IURP� RQH� SDUW\� WR�DQRWKHU��WKH�UXOHV�DQG�SURFHGXUHV�WKH\�ZLOO�XVH�WR�GHFLGH�PDWWHUV�LQ�WKH�IXWXUH��DQG�WKH�
� 7KHUH�DUH�WKLUG�SDUWLHV�WKDW�DUH�LQYROYHG�LQ�WKDW�WUDQVDFWLRQ��)RU�LQVWDQFH��SXEOLF�DQG�SULYDWH�HQWLWLHV�UHTXLUHG�WR�LPSOHPHQW�WKH�V\VWHP�RI�DGGLWLRQV�DQG�GHGXFWLRQV�EHDU�WKH�FRVW�RI�NHHSLQJ�UHFRUGV DQG�ZLWKKROGLQJ�DQG�VXEPLWWLQJ�WKHVH� IXQGV�� 7KLV� SDSHU� GRHV� QRW� H[DPLQH� WKHVH� LVVXHV�� LQ� SDUW�� EHFDXVH� WKH� V\VWHP�RI� DGGLWLRQV� DQG�GHGXFWLRQV�LWVHOI�LV�XQGHU�UHFRQVLGHUDWLRQ�
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EHKDYLRU� WKDW�HDFK�FDQ�H[SHFW�IURP�WKH�RWKHU��0LOJURP�DQG�5REHUWV�������S�������$�FRQWUDFW� GRHV� QRW� KDYH� WR� EH� D� IRUPDO� OHJDO� GRFXPHQW�� LW� FDQ� EH� UHSUHVHQWHG� E\�WUDGLWLRQ��D�YHUEDO�DJUHHPHQW�RU�HYHQ�QRUPV�WKDW�GHILQH�WKH�ULJKWV�DQG�UHVSRQVLELOLWLHV�RI� WKH� SDUWLHV� LQYROYHG�� +HQFH�� D� FRQWUDFWLQJ� SHUVSHFWLYH� RQ� DQDO\]LQJ� WD[�DGPLQLVWUDWLRQ� LQ� (J\SW� ORRNV� DW� WKH� WHUPV� RI� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� WD[�DXWKRULW\� DQG� WD[SD\HUV�� ,W� LGHQWLILHV� WKH� OHJDO� LQFHQWLYHV� WR� EHKDYH� LQ� D� VSHFLILF�PDQQHU� DQG� WKLV� FRQWUDFWLQJ� SHUVSHFWLYH� HYDOXDWHV� ZKHWKHU� WKH� LQFHQWLYHV� DUH�FRPSDWLEOH�ZLWK� WKH� HIILFLHQF\� DQG� HIIHFWLYHQHVV� RI WKH� JRYHUQPHQW¶V� WD[� FROOHFWLRQ�IXQFWLRQ��6HFRQG�� WKH� WH[WERRN� GHILQLWLRQ� RI� WUDQVDFWLRQ� FRVWV�� GHVFULEHV� WKLV� DV� WKH� FRVWV�WKDW�UHODWH� WR� WKH�WLPH��HIIRUW�DQG�RWKHU�UHVRXUFHV�QHHGHG�WR�VHDUFK�RXW��QHJRWLDWH�DQG�FRQVXPPDWH� DQ� H[FKDQJH�� 7KLV� GHILQLWLRQ�� KRZHYHU�� QHJOHFWV� WKH� ULFK� LQWHUDFWLRQ�EHWZHHQ� WKH� FRQFHSW� RI� WUDQVDFWLRQ� FRVWV� DQG� WKH� FRQWUDFW� OLWHUDWXUH�� 9DULDWLRQV� LQ�RUJDQL]DWLRQDO� VWUXFWXUH� DQG� LQVWLWXWLRQV� UHSUHVHQW� GLIIHUHQW� FRQWUDFWV� ZKLFK� LQ� WXUQ�KDYH�DQ�LPSDFW�RQ�WKH�HIILFLHQF\�RI�DQ\�HFRQRPLF WUDQVDFWLRQ��$OWKRXJK�WKH�RULJLQ�RI�WUDQVDFWLRQ� FRVWV� KDV� EHHQ� UHODWHG� WR� H[DPLQLQJ� HFRQRPLF� HIILFLHQF\� LQ� WKH� ]HUR�WUDQVDFWLRQ�FRVWV�VWDWH��&RDVH��������D�JURZLQJ�DUJXPHQW�RI�WKH�HPSLULFDO�OLWHUDWXUH�LQ�WKLV�DUHD�IRFXVHV�RQ�WKH�UHDO�ZRUOG�RI�SRVLWLYH�WUDQVDFWLRQ�FRVWV��7KLV�UHFHQW�OLWHUDWXUH�H[DPLQHV� RUJDQL]DWLRQDO� VWUXFWXUH� ZLWKLQ� D� SXEOLF� RU� SULYDWH� ERG\� RU� LQVWLWXWLRQDO�VWUXFWXUH� RXWVLGH� DQ� RUJDQL]DWLRQ� LQFOXGLQJ� SROLWLFDO� LQVWLWXWLRQV�� ODZV�� FXVWRPV�� DQG�QRUPV�� DQG� KRZ� YDULRXV� VWUXFWXUHV� DUH� DVVRFLDWHG� ZLWK� GLIIHUHQW� OHYHOV� RI� SRVLWLYH�WUDQVDFWLRQ� FRVWV�� &RDVH� ������� ������ ������ DUJXHV� WKDW� WKLV� DSSURDFK� IRFXVHV�OHJLWLPDWH� DWWHQWLRQ� RQ� WKH� VWXG\� RI� IHDVLEOH� RUJDQL]DWLRQDO� DOWHUQDWLYHV�� 7KLV� SDSHU�WDNHV�WKLV�FRPSDUDWLYH�DSSURDFK��%DVHG�RQ�WKLV�SHUVSHFWLYH��WKLV�SDSHU�SRVHV�IRXU�VSHFLILF�TXHVWLRQV�WR�DQDO\]H�WD[�HYDVLRQ�DQG�WKH�EXVLQHVV�VHFWRU¶V�FRPSODLQWV�RI�KLJK�WUDQVDFWLRQ�FRVWV�LQ�WD[�SD\PHQW���� +RZ�GRHV�WD[�HYDVLRQ�LQ�(J\SW�FRPSDUH�WR�RWKHU�FRXQWULHV"���� $UH�WD[SD\HUV¶�WUDQVDFWLRQ�FRVWV�KLJKHU�LQ�(J\SW WKDQ�LQ�RWKHU�FRXQWULHV"$QVZHUV�WR�WKHVH�WZR�TXHVWLRQV�JLYH�D�VHQVH�RI�WKH�PDJQLWXGH�RI�WKHVH�WZR�SUREOHPV��DV� SHUFHLYHG� E\� ERWK� WD[SD\HUV� DQG� WKH� WD[� DXWKRULW\� LQ� (J\SW�� 7KH� GLVFXVVLRQ� WKHQ�DGGUHVVHV�WKH�IROORZLQJ�WZR�TXHVWLRQV��
� 6HH� IRU� H[DPSOH�� .OHLQ�� &UDZIRUG�� DQG� $OFKLDQ� �������� .OHLQ� �������� 0DVWHQ� �������� :LOOLDPVRQ� ��������0RQWHYHUGH�DQG�7HHFH���������.OHLQ�DQG�/HIIOHU���������/HIIOHU�DQG�5XFNHU��������
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��� :KDW�DUH�WKH�PDLQ�VRXUFHV�RI�WUDQVDFWLRQ�FRVWV�LQ�WD[�DGPLQLVWUDWLRQ"��� +RZ�FDQ�WUDQVDFWLRQ�FRVWV�LQ�WD[�DGPLQLVWUDWLRQ�EH�UHGXFHG"7KHVH� TXHVWLRQV� KHOS� WR� LGHQWLI\� SRVVLEOH� ZHDNQHVVHV� LQ� WKH� WD[� SD\PHQW�FROOHFWLRQ�UHODWLRQVKLS�DQG�WR�H[SORUH�UHPHGLHV�IRU�WKH�FXUUHQW�V\VWHP��7KLV�SDSHU�LV�RUJDQL]HG�DV�IROORZV��6HFWLRQ���HVWLPDWHV�WKH�PDJQLWXGH�RI�WKH�WD[�HYDVLRQ�SUREOHP�LQ�(J\SW��6HFWLRQ���GLVFXVVHV�WKH�EXVLQHVV�FRPPXQLW\¶V�SHUVSHFWLYH�RQ�WD[�DGPLQLVWUDWLRQ�LVVXHV�DV�D�PDMRU�LQVWLWXWLRQDO�REVWDFOH�WR�SULYDWH�VHFWRU�DFWLYLW\�LQ� (J\SW�� 6HFWLRQ� �� XVHV� WKH� OLWHUDWXUH� RQ� FRQWUDFWLQJ� WR� JLYH� LQVLJKWV� LQWR� WKH�PDLQ�VRXUFHV� RI� WUDQVDFWLRQ� FRVWV� LQ� WD[� DGPLQLVWUDWLRQ�� ERWK� IRU� WKH� EXVLQHVV� FRPPXQLW\�DQG� WKH� WD[� DXWKRULW\�� DQG� LGHQWLILHV�YDULRXV� µFRQWUDFWXDO¶�ZHDNQHVVHV� LQ�(J\SW¶V� WD[�DGPLQLVWUDWLRQ� V\VWHP�� 6HFWLRQ� �� FRQVLGHUV� SROLF\� UHFRPPHQGDWLRQV� WR� UHGXFH�WUDQVDFWLRQ�FRVWV�LQ�(J\SW¶V�WD[�DGPLQLVWUDWLRQ��6HFWLRQ���VXPPDUL]HV�WKH�GLVFXVVLRQ�
,,� +RZ�'RHV�7D[�(YDVLRQ�LQ�(J\SW�&RPSDUH�WR�2WKHU�&RXQWULHV"(VWLPDWHV� RI� WD[� HYDVLRQ� DERXQG� LQ� WKH�PHGLD�� JRYHUQPHQW� FLUFOHV� DQG� WKH� EXVLQHVV�FRPPXQLW\�� 7KHVH� HVWLPDWHV� YDU\� ZLGHO\�� VRPH� VRXUFHV� LQGLFDWH� WKDW� WD[� HYDVLRQ�DPRXQWHG� WR� �(���� ELOOLRQ� LQ� ��������� RWKHUV� DUJXH� WKDW� LW�ZDV� �(��ELOOLRQ�� ZKLOH�VWLOO� RWKHUV� HVWLPDWH� WKDW� LW� UHDFKHG� �(��� ELOOLRQ� LQ� ����� �$O�$KUDP� $O�,NWLVDGL����������� ,W� LV� GLIILFXOW� WR� MXGJH� WKH� DFFXUDF\� RI� WKHVH� ILJXUHV�� WKHUHIRUH� WKLV� SDSHU¶V�DQDO\VLV� HYDOXDWHV� WKH� PDJQLWXGH� RI� WD[� HYDVLRQ� LQ� (J\SW� E\� FRPSDULQJ� LW� WR� WD[�HYDVLRQ�LQ�RWKHU�FRXQWULHV��
'HVFULSWLYH�6WDWLVWLFV7R�HYDOXDWH�WKH�H[WHQW�RI�WD[�HYDVLRQ�LQ�(J\SW�LW�LV�QHFHVVDU\�WR�ORRN�ILUVW�DW�WKH�VL]H�RI�WD[�UHYHQXH��/LPLWHG�WD[�UHYHQXH�FDQ�EH�D SUHOLPLQDU\�VLJQ�RI�SUHYDOHQW�WD[�HYDVLRQ��7D[�UHYHQXH��KRZHYHU��PXVW�EH�UHODWLYH�WR�VRPH�PHDVXUH�RI�WKH�FRXQWU\¶V�VL]H��XVXDOO\�*'3�� 7DEOH� �� VKRZV� (J\SW¶V� WD[� UHYHQXH�*'3� UDWLR� LQ� FRPSDULVRQ� ZLWK� RWKHU�FRXQWULHV�

� %DVHG�RQ�WKH�HVWLPDWHG�FRVW�RI�XQGHUUHSRUWLQJ�WD[DEOH�LQFRPH�RQO\�� 'RFXPHQWHG�XQSDLG�WD[HV�DV�RI�-XQH������� $SSO\LQJ�D��� SHUFHQW�LQFRPH�WD[�UDWH�WR�DQ�HVWLPDWHG��(����ELOOLRQ�LQIRUPDO�HFRQRP\�� 2WKHU�HVWLPDWHV�RI� WD[�HYDVLRQ�LQ�(J\SW�UHO\�RQ�WKH�QXPEHU�RI�WD[�HYDVLRQ�FDVHV�GHWHFWHG��,Q�������WKHVH�ZHUH�����FDVHV�ZRUWK��(����ELOOLRQ��$O�$KUDU���������
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7DEOH����'LVWULEXWLRQ�RI�7D[�5HYHQXH��&URVV�&RXQWU\�&RPSDULVRQ��DV�D�SHUFHQW�RI�*'3�
&RXQWU\ <HDU 7D[�5HYHQXH 7D[HV�RQ�,QFRPH��3URILWV�DQG�&DSLWDO�*DLQV�RI�ZKLFK�7RWDO &RUSRUDWH ,QGLYLGXDO

7D[HV�RQ�*RRGV�DQG�6HUYLFHV��7RWDO�
7D[HV�RQ�,QWHUQDWLRQDO�7UDGH0HGLWHUUDQHDQ�&RXQWULHV(J\SW ������� ����� ���� ���� ���� ���� ����&\SUXV ���� ����� ���� ���� ���� ���� ����,VUDHO ���� ����� ����� ���� ����� ����� ����/HEDQRQ ���� ����� ���� 1�$ 1�$ ���� ����0RURFFR ���� ����� ���� ���� ���� ����� ����-RUGDQ ���� ����� ���� ���� ���� ���� ����7XUNH\ ���� ����� ���� ���� ���� ���� ����7XQLVLD ���� ����� ���� 1�$ 1�$ ���� ����$6($1�0HPEHU�&RXQWULHV�.RUHD ���� ����� ���� ���� ���� ���� ����,QGRQHVLD ������� ����� ���� ���� ���� ���� ����0DOD\VLD ���� ����� ���� ���� ���� ���� ����3KLOLSSLQHV ���� ����� ���� ���� ���� ���� ����6LQJDSRUH ���� ����� ���� ���� ���� ���� ����7KDLODQG ���� ����� ���� ���� ���� ���� ����6HOHFWHG�/DWLQ�$PHULFDQ�&RXQWULHV$UJHQWLQD ���� ����� ���� ���� ���� ���� ����%ROLYLD ���� ����� ���� ���� 1�$ ���� ����%UD]LO ���� ����� ���� ���� 1�$ ���� ����&KLOH ���� ����� ���� 1�$ 1�$ ����� ����&RORPELD ���� ����� ���� 1�$ 1�$ ���� ����0H[LFR ���� ����� ���� 1�$ 1�$ ���� ����3HUX ���� ����� ���� 1�$ 1�$ ���� ����8UXJXD\ ���� ����� ���� ���� ���� ����� ����9HQH]XHOD ���� ����� ���� 1�$ 1�$ ���� ����6HOHFWHG�6XE�6DKDUDQ�$IULFDQ�&RXQWULHV&DPHURRQ ���� ����� ���� ���� ���� ���� ����&RWH�G¶,YRLUH ���� ����� ���� ���� ���� ���� ����*KDQD ���� ����� ���� ���� ���� ���� ����1LJHULD ���� ���� ���� ���� ���� ���� 1�$6HQHJDO ���� ����� ���� ���� ���� ���� ����6RXWK�$IULFD ���� ����� ����� ���� ����� ���� ����=DLUH ���� ���� ���� ���� ���� ���� ����=DPELD ���� ����� ���� ���� ���� ���� ����,QGXVWULDOL]HG�(XURSHDQ�&RXQWULHV$XVWULD ���� ����� ���� ���� ���� ���� ����%HOJLXP ���� ����� ����� ���� ����� ����� 1�$'HQPDUN ���� ����� ����� ���� ����� ����� ����)LQODQG ���� ����� ���� ���� ���� ����� ����)UDQFH ���� ����� ���� ���� ���� ����� ����*HUPDQ\ ���� ����� ���� ���� ���� ���� 1�$*UHHFH ���� ����� ���� ���� ���� ����� ����,UHODQG ���� ����� ����� ���� ����� ����� ����,WDO\ ���� ����� ����� ���� ����� ����� ����1HWKHUODQGV ���� ����� ����� ���� ���� ����� 1�$6ZHGHQ ���� ����� ���� ���� ���� ����� ����8QLWHG�.LQJGRP ���� ����� ����� ���� ���� ����� ����3DFLILF�&RXQWULHV-DSDQ ���� ����� ���� ���� ���� ���� ����$XVWUDOLD ���� ����� ����� ���� ����� ���� ����1HZ�=HDODQG ���� ����� ����� ���� ����� ���� ����6RXUFHV� ,QWHUQDWLRQDO� )LQDQFLDO� 6WDWLVWLFV�� ����� �6HOHFWHG� /DWLQ� $PHULFDQ� &RXQWULHV��� *RYHUQPHQW� )LQDQFH�6WDWLVWLFV�� ����� �6HOHFWHG� /DWLQ�$PHULFDQ�&RXQWULHV��� ,QWHUQDWLRQDO�0RQHWDU\� )XQG�:3��������� ����� �6HOHFWHG�6XE�6DKDUDQ�&RXQWULHV���$EGHO�5DKPDQ��$�0���������0HGLWHUUDQHDQ�&RXQWULHV�DQG�$6($1�PHPEHU�FRXQWULHV��
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,Q� (J\SW�� WD[� UHYHQXH� ZDV� �� SHUFHQW� RI� *'3� LQ� ������ ZKLOH� LW� UDQJHG� IURP�� SHUFHQW� IRU =DLUH� WR� �� SHUFHQW� IRU� ,VUDHO�� 0HPEHU� VWDWHV� RI� WKH� $VVRFLDWLRQ� RI�6RXWKHDVW� $VLDQ� 1DWLRQV� �$6($1��� WR� ZKRP� (J\SW� LV� RIWHQ� FRPSDUHG�� H[KLELW� D�QDUURZHU� UDQJH� IRU� WD[� UHYHQXH�*'3� UDWLR� �IURP� �� SHUFHQW� IRU� ,QGRQHVLD� WR��� SHUFHQW� LQ� 0DOD\VLD�� ZLWK� D� PHGLDQ� RI� �� SHUFHQW��� 7KHVH� SUHOLPLQDU\� ILJXUHV�VXJJHVW�WKDW�(J\SW¶V�WD[�UHYHQXH�UHODWLYH�WR�*'3�LV�FRPSDUDEOH�WR�VLPLODU�FRXQWULHV��,I�WKLV� HYLGHQFH� ZHUH� HQRXJK�� LW� FRXOG� EH� FRQFOXGHG� WKDW� (J\SW� GRHV� QRW� KDYH� D� WD[�HYDVLRQ� SUREOHP�� EXW� WKDW� LV� QRW� WKH� FDVH�� $ FRXQWU\¶V� WD[� UHYHQXH� LV� QRW� RQO\� D�IXQFWLRQ� RI� KRZ� PDQ\� SHRSOH� HYDGH� WD[HV�� WD[� UHYHQXH� LV� DOVR� D� IXQFWLRQ� RI� D�FRXQWU\¶V� OHYHO� RI� GHYHORSPHQW� DQG� LWV� HFRQRPLF� VWUXFWXUH²DPRQJ� RWKHU� IDFWRUV��7KHUHIRUH��LQ�RUGHU�WR�GHWHUPLQH�ZKHWKHU�(J\SW�KDV�D�WD[�HYDVLRQ�SUREOHP�RU�QRW�DQG�LWV�H[WHQW��LW�LV�QHFHVVDU\�WR�H[FOXGH�WKH�HIIHFW�RI�WKHVH�RWKHU�YDULDEOHV��7KH�IROORZLQJ�VHFWLRQ�LQFOXGHV�D�PHDVXUHPHQW�WKDW�GRHV�WKLV��
7D[�(IIRUW�,QGH[�7KH�OLWHUDWXUH�RQ�WD[�HYDVLRQ�LQGLFDWHV�WKDW�D�FRXQWU\¶V�DELOLW\�WR�FROOHFW�WD[HV�FDQ�EH�OLPLWHG� E\� LWV� JHQHUDO� OHYHO� RI� GHYHORSPHQW� DQG� WKH� VWUXFWXUH� RI� LWV� WD[� EDVH�� *'3������SHU� FDSLWD�PD\�EH�D�SUR[\�IRU�D�FRXQWU\¶V�OHYHO�RI�GHYHORSPHQW��7KH�VKDUHV�RI�YDULRXV�HFRQRPLF�VHFWRUV�LQ�*'3�DUH�XVXDOO\�XVHG�DV�SUR[LHV�IRU�WKH�VWUXFWXUH�RI�WKH�WD[�EDVH��6RPH� VHFWRUV� RI� WKH� HFRQRP\� DUH� HDVLHU� WR� WD[� WKDQ� RWKHUV��0LQLQJ�� IRU� H[DPSOH�� LV�DVVXPHG�WR�EH�D�KLJKO\�FRQFHQWUDWHG�VHFWRU��ZLWK�LPSRUW�DQG�H[SRUW�OLQNV�WKDW�SURYLGH�FKHFNV�DQG�EDODQFHV�RQ�WD[�SD\PHQW��6LPLODUO\��WKH�UHODWLRQVKLS�EHWZHHQ WKH�VKDUH�RI�LPSRUWV� DQG� H[SRUWV� LQ� *'3� LV� DVVXPHG� WR� EH� SRVLWLYH�� 7KHUHIRUH�� LI� WKHUH� DUH� WZR�FRXQWULHV� ZLWK� WKH� VDPH� OHYHO� RI� LQFRPH�� EXW� RQH� KDV� D� ODUJHU� LQWHUQDWLRQDO� VHFWRU�LPSRUWV� DQG� H[SRUWV��� WKH� FRXQWU\� ZLWK� WKH� ODUJHU� LQWHUQDWLRQDO� VHFWRU� ZLOO� KDYH� D�ODUJHU� FDSDFLW\� WR� UDLVH� WD[� UHYHQXHV� UHODWLYH� WR� *'3�� %\� FRQWUDVW�� DJULFXOWXUH� LQ�GHYHORSLQJ� FRXQWULHV� XVXDOO\� KDV� D� ODUJH� VXEVLVWHQFH� FRPSRQHQW� DQG� LV� IDLUO\� VPDOO�VFDOH��KHQFH�WKH�SRWHQWLDO�IRU�H[WHQVLYH�WD[�HYDVLRQ��%DVHG�RQ�WKHVH�UHODWLRQVKLSV� LW�LV�SRVVLEOH� WR�SURGXFH�D�SUHGLFWHG� WD[� UHYHQXH�*'3�UDWLR� WKDW�FDQ�EH�XVHG� WR�FRQVWUXFW�WKH�WD[�HIIRUW�LQGH[�

*'3*'3UHYHQXHWD[SUHGLFWHG UHYHQXHWD[DFWXDO,QGH[(IIRUW7D[ �� 
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$� WD[�HIIRUW� LQGH[� OHVV� WKDQ�RQH� LQGLFDWHV� WKDW� WKH�FRXQWU\¶V�DFWXDO�FROOHFWHG� WD[�UHYHQXH�LV�ORZHU�WKDQ�LWV�SRWHQWLDO�WD[�UHYHQXH��%\�FRQWUDVW��D�FRXQWU\�ZLWK�D�WD[�HIIRUW�LQGH[� JUHDWHU� WKDQ� RU� HTXDO� WR� �� LV� FRQWUROOLQJ� WD[� HYDVLRQ� EHWWHU� WKDQ� FRPSDUDEOH�FRXQWULHV��7KH�UHVXOWV�RI�HDUOLHU�UHVHDUFK�XVLQJ�WKLV�PHWKRG�DUH�VXPPDUL]HG�LQ�7DEOH���7KLV�SDSHU¶V�DQDO\VLV��KRZHYHU��DGGV�WZR�VHWV�RI�YDULDEOHV�WR�HFRQRPLF�VWUXFWXUH�DQG�*'3� SHU� FDSLWD�� LQVWLWXWLRQDO� YDULDEOHV� WKDW� FDQ� LPSDFW� HIIHFWLYHQHVV� RI� DQ\� WD[�DGPLQLVWUDWLRQ� V\VWHP� DQG� VWDWXWRU\� FRUSRUDWH� DQG� LQFRPH� WD[� UDWHV�� ,QVWLWXWLRQDO�GLIIHUHQFHV� SOD\� D� UROH� LQ� WD[SD\HUV¶ ZLOOLQJQHVV� WR� YROXQWDULO\� SD\� WD[HV� DQG� WKH�DELOLW\�RI�WD[�DXWKRULWLHV�WR�HQIRUFH�SURPSW�DQG�DFFXUDWH�WD[�SD\PHQW��)RU�H[DPSOH��LI�FRUUXSWLRQ�LV�SHUFHLYHG�DV�D�SUHYDOHQW�SKHQRPHQRQ��D�FRXQWU\¶V�WD[�UHYHQXH�*'3�UDWLR�IDOOV��,QDGHTXDWH�ODZ�HQIRUFHPHQW�RU�VORZ�MXVWLFH�FDQ�DOVR�OLPLW�D�FRXQWU\¶V�DELOLW\�WR�FROOHFW� WD[HV� HYHQ�ZKHQ� WKH� VWUXFWXUH� RI� WKH� HFRQRP\� LV� FRQGXFLYH� WR� HIIHFWLYH� WD[�FROOHFWLRQ��6WDWXWRU\� LQFRPH�DQG�FRUSRUDWH� WD[� UDWHV�DUH�DOVR�YDULDEOHV� WKDW� LQIOXHQFH�WKH�WD[�UHYHQXH�*'3�UDWLR��,I�WZR�FRXQWULHV�KDYH�VLPLODU�OHYHOV�RI�WD[�HYDVLRQ��EXW�RQH�KDV�KLJKHU�VWDWXWRU\�LQFRPH�DQG�FRUSRUDWH�WD[�UDWHV��WKDW�FRXQWU\�VKRXOG�KDYH�D�KLJKHU�WD[�UHYHQXH�*'3�UDWLR�� 7KHUHIRUH��WKH�UHODWLRQVKLS�EHWZHHQ�HDFK�RI�WKH�WD[�YDULDEOHV�DQG�WKH�WD[�UHYHQXH�*'3�UDWLR�LV�H[SHFWHG�WR�EH�SRVLWLYH �7DEOH����7DEOH�����5HVXOWV�RI�3UHYLRXV�(PSLULFDO�6WXGLHV3UHYLRXV�6WXGLHV�
9DULDEOHV

&KHOOLDK�%DDV��DQG�.HOO\������
7DLW��*UDW]��DQG�(LFKHQJUHHQ������

7DQ]L������� /HXWKROG������� 6WRWVN\DQG�:ROGHPDULDP������$JULFXOWXUDO�6KDUH � ,QVLJQLILFDQW � � �0LQLQJ�VKDUH � � �0DQXIDFWXULQJ�6KDUH([SRUW�6KDUH �,PSRUW�6KDUH �3HU�&DSLWD�,QFRPH ,QVLJQLILFDQW1RQ�PLQHUDO�([SRUW�6KDUH ,QVLJQLILFDQW �1RQ�H[SRUW�,QFRPH�SHU�&DSLWD)RUHLJQ�'HEW�6KDUH �)RUHLJQ�7UDGH�6KDUH �6DPSOH�6L]H ���/'&V ���/'&V ���/'&V ��6XE�6DKDUDQ�&RXQWULHV ���6XE�6DKDUDQ�&RXQWULHV3HULRG ������� ������� ������� ������� �������$QDO\VLV�7\SH �DYHUDJHV� �DYHUDJHV� �SDQHO� �SDQHO� �SDQHO�1RWHV������1HJDWLYH��VLJQLILFDQW������3RVLWLYH��VLJQLILFDQW��/'&V��/HVV�'HYHORSHG�&RXQWULHV
� $�YDULDEOH�WKDW�FDSWXUHV�YDULDWLRQV�LQ�PDUJLQDO�HIIHFWLYH�WD[�UDWHV�FRXOG�EH�PRUH�XVHIXO�WKDQ�VWDWXWRU\�UDWHV�EHFDXVH�LW�WDNHV�LQWR�FRQVLGHUDWLRQ�DOO�WKH�UHOHYDQW�WD[�KROLGD\V��H[HPSWLRQV�DQG�VR�IRUWK��� 7KLV�DUJXPHQW�LJQRUHV�SRVVLEOH�/DIIHU�&XUYH�HIIHFWV�LQ�ZKLFK�WKH�WD[�UDWH�HODVWLFLW\�RI�WD[�UHYHQXH�PD\�EH�JUHDWHU�WKDQ���WKXV�UHVXOWLQJ�LQ�KLJKHU�WD[�UDWHV�DQG�UHGXFLQJ�WRWDO�WD[�UHYHQXH��$FFRXQWLQJ�IRU�WKDW�SRVVLELOLW\�LQ�WKH�FRQWH[W�RI�D�FURVV�FRXQWU\�DQDO\VLV�LV�GLIILFXOW�
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7KH�HPSLULFDO�DQDO\VLV�XVHV�SDQHO�GDWD�IURP����FRXQWULHV�IRU�WKH�SHULRG�EHWZHHQ������DQG�������ZKLFK�WUDQVODWHV� LQWR�����REVHUYDWLRQV�� WR�HVWLPDWH�WKH�SUHGLFWHG�WD[�UHYHQXH�*'3�UDWLR�� $V�XVXDO�LQ�FURVV�FRXQWU\�DQDO\VLV��YDULDEOHV�XQDFFRXQWHG�IRU�FDQ�EH�VLJQLILFDQW��7KHUHIRUH��ERWK�IL[HG� DQG�UDQGRP�HIIHFW�UHJUHVVLRQ�DQDO\VHV�DUH�XVHG�WR� UHGXFH� WKH� LQIOXHQFH� RI� WKH� H[RJHQRXV� YDULDEOHV²QRW� LQFOXGHG� LQ� WKH�PRGHO²RQ�WKH�GHSHQGHQW�YDULDEOH��� (FRQRPLF�H[SODQDWRU\�YDULDEOHV�DUH�� FRQVWDQW��������*'3�SHU�FDSLWD��WKH�VKDUHV�RI�DJULFXOWXUH��PDQXIDFWXULQJ�DQG�PLQLQJ�LQ�*'3��DV�ZHOO�DV�DQ�RSHQQHVV�LQGH[�WKDW�UHODWHV�WKH�VKDUH�RI�LPSRUWV�DQG�H[SRUWV�WR�*'3��7KH�UHODWLRQVKLS�LV� H[SHFWHG� WR�EH�SRVLWLYH� IRU�*'3�SHU�FDSLWD��PDQXIDFWXULQJ��PLQLQJ��DQG�RSHQQHVV�DQG�QHJDWLYH�IRU�DJULFXOWXUH��)RU�LQVWLWXWLRQDO�YDULDEOHV�WKUHH�LQGLFHV�DUH�XVHG�IURP�,QWHUQDWLRQDO�&RXQWU\�5LVN�'DWD� ������� SURGXFHG� E\� 3ROLWLFDO�5LVN� 6HUYLFHV¶� IRU� WKH� SHULRG� EHWZHHQ� ����� DQG������� 7KHVH� YDULDEOHV� DUH�� EXUHDXFUDWLF� TXDOLW\�� UXOH� RI� ODZ� DQG� FRUUXSWLRQ�� 7KH�EXUHDXFUDWLF� TXDOLW\� LQGH[� UHIOHFWV� WKH� GHJUHH� RI� EXUHDXFUDF\¶V� DXWRQRP\� IURP�SROLWLFDO�SUHVVXUH�DQG� LWV�VWUHQJWK�DQG�H[SHUWLVH� WR�JRYHUQ�ZLWKRXW�GUDVWLF�FKDQJHV�LQ�SROLF\� RU� JRYHUQPHQW� VHUYLFHV� ��� WR� ��� ZLWK� �� UHSUHVHQWLQJ� WKH� PRVW� LQGHSHQGHQW���6LPLODUO\�� WKH� UXOH� RI� ODZ� LQGH[� UHIOHFWV� FLWL]HQV¶� ZLOOLQJQHVV� WR� DFFHSW� HVWDEOLVKHG�LQVWLWXWLRQV� WKDW� PDNH� DQG� LPSOHPHQW� ODZV� DQG� DGMXGLFDWH� GLVSXWHV� ��� WR� ��� ZLWK� ��UHSUHVHQWLQJ� WKH� JUHDWHVW DFFHSWDQFH��� )LQDOO\�� WKH� FRUUXSWLRQ� LQGH[� UHIOHFWV� WKH�SHUYDVLYHQHVV�RI�XQRIILFLDO�SD\PHQW����WR����ZLWK���UHSUHVHQWLQJ�WKH�KLJKHVW�SRVVLEOH�OHYHO� RI� FRUUXSWLRQ� DQG� �� UHSUHVHQWLQJ� YLUWXDOO\� QR� FRUUXSWLRQ��� 7KH� H[SHFWHG�UHODWLRQVKLS�EHWZHHQ�WKH�WD[�UHYHQXH�*'3�UDWLR�DQG�DOO�WKUHH�LQGLFHV�LV�SRVLWLYH��� $V�H[SHFWHG�� WKH� FRUUHODWLRQ� EHWZHHQ� WKH� WKUHH� LQVWLWXWLRQDO� YDULDEOHV� LV� KLJK�� WKHUHIRUH��UHJUHVVLRQV� ZHUH� UXQ� IRU� HDFK� RI� WKHVH� YDULDEOHV� WRJHWKHU� ZLWK� HFRQRPLF� YDULDEOHV��2QO\� WKH� UHJUHVVLRQV�ZLWK� FRUUXSWLRQ� DUH� UHSRUWHG��5HJUHVVLRQV�ZLWK� UXOH�RI� ODZ�DQG�TXDOLW\�RI�EXUHDXFUDF\�SURGXFHG�VLPLODU�EXW�ZHDNHU�UHVXOWV��5HVXOWV�RI�UHJUHVVLRQV�WKDW�GR� QRW� LQFOXGH� WD[� UDWHV� DUH� UHSRUWHG� LQ� 7DEOH� ��� WKHVH� XWLOL]H� WKH� ODUJHU� VDPSOH��$GGLQJ�VWDWXWRU\�LQFRPH�DQG�FRUSRUDWH�WD[�UDWHV�UHGXFH�WKH�VDPSOH�WR����FRXQWULHV�DQG�����REVHUYDWLRQV��7KRVH�UHVXOWV�DSSHDU�LQ�7DEOH���
� 7KH� RULJLQDO� VDPSOH� XVHG� WR� HVWLPDWH� WKH� HIIHFW� RI� HFRQRPLF� YDULDEOHV� FRQVLVWV� RI� ���� REVHUYDWLRQV� IURP� ���FRXQWULHV��5HVXOWV�RI�WKLV�DQDO\VLV�DUH�DYDLODEOH�XSRQ�UHTXHVW��� )RU�D�SUHVHQWDWLRQ�RI�WKH�IL[HG� DQG�UDQGRP�HIIHFWV�HVWLPDWLRQ�PRGHO��VHH�*UHHQH����������� 7KH�ZD\�WKH�FRUUXSWLRQ�LQGH[�LV�GHILQHG��ZLWK�KLJKHU�YDOXHV�FRUUHVSRQGLQJ�WR�ORZ�FRUUXSWLRQ��WUDQVODWHV�LQWR�WKH�H[SHFWHG�SRVLWLYH�UHODWLRQVKLS��WKH�KLJKHU�WKH�LQGH[�YDOXH��WKH�KLJKHU�WKH�WD[�UHYHQXH�*'3�UDWLR�
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7DEOH����)L[HG�DQG�5DQGRP�(IIHFWV��LQFOXGLQJ�RSHQQHVV�LQGH[��W�VWDWLVWLFV�DUH�LQ�SDUHQWKHVHV�9DULDEOHV 2/6��,QFOXGLQJ�)L[HG�(IIHFWV 2/6��,QFOXGLQJ�5DQGRP�(IIHFWV&RQVWDQW ������

�������2SHQQHVV�*'3 ������ ������

������ �������&RUUXSWLRQ ������

 ������

������ �������*'3�SHU�FDSLWD ������

 ������

������ �������$JULFXOWXUH�VHFWRU�*'3 ������� ������

������� ��������0LQLQJ�VHFWRU�*'3 ������

 ������������ �������0DQXIDFWXULQJ�VHFWRU�*'3 ������� �������������� ��������$GMXVWHG�5�VTXDUHG ���� �����+DXVPDQ�WHVW �����

1XPEHU�RI�REVHUYDWLRQV ��� ���
7DEOH�����5HJUHVVLRQ�5HVXOWV��LQFOXGLQJ�FRUSRUDWH�DQG�LQFRPH�WD[�UDWHV��W�VWDWLVWLFV�LQ�SDUHQWKHVHV�9DULDEOHV $5���&RQVWDQW �������

�������2SHQQHVV ������

�������&RUUXSWLRQ�LQGH[ ���������������*'3�SHU�FDSLWD �������������$JULFXOWXUH�VHFWRU�*'3 ���������������0LQLQJ�VHFWRU�*'3 ���������������0DQXIDFWXULQJ�VHFWRU�*'3 ���������������&RUSRUDWH�WD[ �������������,QFRPH�WD[ ������

�������5KR ������

��������/LNHOLKRRG�UDWLR�WHVW�F� ��

1XPEHU�RI�REVHUYDWLRQV ���1RWH��2/6 �RUGLQDU\�OHDVW�VTXDUHV��

�LQGLFDWHV�VLJQLILFDQW�DW����OHYHO�
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5HVXOWV�RI�ERWK�UHJUHVVLRQV²ZLWK�DQG�ZLWKRXW�WD[�YDULDEOHV²DUH�SUHVHQWHG�ZLWK�WKH�XVXDO� WUDGH�RII�EHWZHHQ�XVLQJ�D�VPDOO�VDPSOH�WR�WHVW�D�PRUH�FRPSOHWH�PRGHO�DQG�YLFH�YHUVD��)RU�WKH�ELJJHU�VDPSOH��LQ�ERWK�WKH�IL[HG� DQG�UDQGRP� HIIHFW�VSHFLILFDWLRQV��FRUUXSWLRQ� DQG�*'3� SHU� FDSLWD� DUH� VLJQLILFDQW� DQG� KDYH� WKH� H[SHFWHG� SRVLWLYH� VLJQ��2SHQQHVV�DQG� WKH� LQFRPH� WD[�YDULDEOH�DUH�VLJQLILFDQW� IRU� WKH�2UGLQDU\�/HDVW�6TXDUH��)LUVW�2UGHU�$XWRUHJUHVVLYH�0RGHO��2/6>$5���@� 7KH�VKDUH�RI�DJULFXOWXUH�LQ�*'3�DQG�WKH�RSHQQHVV� LQGH[�DUH� VLJQLILFDQW�DQG�KDYH� WKH�H[SHFWHG� VLJQ� LQ� WKH� UDQGRP�HIIHFWV�VSHFLILFDWLRQ�EXW�QRW�LQ�WKH�IL[HG�HIIHFWV�PRGHO�7KH�+DXVPDQ�VWDWLVWLF�DQG�5� LQGLFDWH�WKDW�WKH�IL[HG�HIIHFWV�PRGHO�KDV�D�EHWWHU�ILW��7KXV�� IL[HG�HIIHFW� UHVXOWV� ZHUH� XVHG� WR� FDOFXODWH� WKH� WD[� HIIRUW� LQGH[� IRU� WKH� ELJJHU�VDPSOH� DQDO\VLV� �)LJXUH� ���� )LJXUH� �� VKRZV� WD[� HIIRUW� LQGH[� IRU� WKH� 2/6>$5���@�PRGHO�ZLWK�WKH�WZR�WD[�YDULDEOHV��
)LJXUH�����7D[�(IIRUW�,QGH[��(FRQRPLF�DQG�,QVWLWXWLRQDO�9DULDEOHV��6HOHFWHG�&RXQWULHV

6RXUFH��$XWKRU¶V�FDOFXODWLRQV�
)LJXUH��� 7D[�(IIRUW�,QGH[��,QFOXGLQJ�&RUSRUDWH�DQG�,QFRPH�7D[��6HOHFWHG�&RXQWULHV

6RXUFH��$XWKRU¶V�FDOFXODWLRQV�

6RXUFH� $XWKRU¶V�FDOFXODWLRQV�

� �� �
� ��

� �� �
�

� �� �
� ��

� �� �

(J\SW $UJHQ
WLQD

&RORP
ELD

9HQH]
XHOD 3HUX -RUGDQ 0RURF
FR 7XUNH
\

,QGRQ
HVLD )UDQF
H

*UHHF
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8QLWHG
�.LQJ

GRP .RUHD 7KDLOD
QG -DSDQ
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(J\SW $UJHQ
WLQD

&RORP
ELD

9HQH]
XHOD 7XUNH
\ ,QGLD ,QGRQ

HVLD )UDQF
H

*HUP
DQ\ *UHHF
H ,WDO\

8QLWH
G�.LQ

JGRP &KLQD .RUHD 7KDLOD
QG -DSDQ



(&(6�:3���7RKDP\�����

��

7KLV�DQDO\VLV�LQGLFDWHV�WKDW�ZKHQ�KLJK�WD[�UDWHV�DUH�QRW�DFFRXQWHG�IRU��(J\SW¶V�WD[�UHYHQXH�WR�*'3�LV�FRQVLVWHQW�ZLWK�LWV�OHYHO�RI�LQVWLWXWLRQDO�DQG�HFRQRPLF�FRQGLWLRQV��(J\SW¶V� VWDWXWRU\� FRUSRUDWH� DQG� LQFRPH� WD[� UDWHV�� KRZHYHU�� DUH� KLJKHU� WKDQ� PDQ\�GHYHORSLQJ�DQG�GHYHORSHG�FRXQWULHV��7KHUHIRUH��ZKHQ�(J\SW¶V�WD[�UDWHV�DUH�DFFRXQWHG�IRU�� WKH�SLFWXUH�FKDQJHV��(J\SW¶V�WD[�HIIRUW�LQGH[�LQ������ZDV�������LQGLFDWLQJ�D�QRW�VR�VXEVWDQWLDO�WD[�HYDVLRQ�SUREOHP��+LJK�WD[�UDWHV�DQG�WD[�HYDVLRQ�FRPELQH�WR�SURGXFH�D�VLWXDWLRQ�LQ�ZKLFK�JRYHUQPHQW�WD[�UHYHQXH�LV�FRQVLVWHQW�ZLWK�UHYHQXH�SUHGLFWHG�EXW�RQO\�E\�PDLQWDLQLQJ�KLJK�LQFRPH�DQG�FRUSRUDWH�WD[�UDWHV��&RPSDULQJ�(J\SW� WR�RWKHU�GHYHORSLQJ� FRXQWULHV�� KRZHYHU�� VKRZV� WKDW� LWV� OHYHO�RI�WD[�HYDVLRQ��DV�HVWLPDWHG�E\�WKH�PRGHO��LV�VLPLODU�WR�WKDW�RI�RWKHU�GHYHORSLQJ�FRXQWULHV�VXFK� DV� 7KDLODQG�� .RUHD� DQG� ,QGRQHVLD�� DQG� JHQHUDOO\� ORZHU� WKDQ� WKH� OHYHO� RI� WD[�HYDVLRQ�SUHYDLOLQJ�LQ�/DWLQ�$PHULFDQ�FRXQWULHV��(J\SW¶V�WD[�HIIRUW�LQGH[�LV�KLJKHU���
,,,�� $UH� 7D[SD\HUV¶� 7UDQVDFWLRQ� &RVWV� +LJKHU� LQ� (J\SW� &RPSDUHG� WR� RWKHU�&RXQWULHV"
:KLOH� 6HFWLRQ� �� VXJJHVWV� WKDW� (J\SW¶V� WD[� DGPLQLVWUDWLRQ� GRHV� QRW� DGYHUVHO\� DIIHFW�FROOHFWHG� WD[� UHYHQXH�� FRPSODLQWV� IURP� WKH� SULYDWH� VHFWRU� LQGLFDWH� WKDW� WKH�JRYHUQPHQW¶V�PHWKRGV�RI� UDLVLQJ� WD[�UHYHQXH�KDYH�DQ�DGYHUVH�HIIHFW�RQ�WKH�EXVLQHVV�HQYLURQPHQW� LQ� (J\SW��� 7KLV� SDSHU� UHOLHV� RQ� WZR� EXVLQHVV� VXUYH\V� WR� HYDOXDWH� WKH�SULYDWH�VHFWRU¶V�WUDQVDFWLRQ�FRVWV�LQ�WD[�DGPLQLVWUDWLRQ��WKH�ILUVW�FRYHUV�����EXVLQHVVHV�LQ� (J\SW�� DQG� WKH� VHFRQG� FRYHUV� ������ EXVLQHVVHV� LQ� ��� FRXQWULHV��� %RWK� VXUYH\V�LGHQWLI\� WKH� LQVWLWXWLRQV� WKDW� KLQGHU EXVLQHVV� WKH� PRVW�� :KLOH� WKH� UHVXOWV� GR� QRW�SURGXFH�D�GROODU�YDOXH�HVWLPDWH�RU�LQGH[��WKH\�KHOS�LQ�LGHQWLI\LQJ�WKH�UHODWLYH�UDQN�RI�WKH�WD[�LVVXH��ERWK�UDWHV�DQG�DGPLQLVWUDWLRQ��DV�DQ�REVWDFOH�WR�SULYDWH�EXVLQHVV��DQG�LQ�FODULI\LQJ�KRZ�WKH�VLWXDWLRQ�LQ�(J\SW� LV�VLPLODU� WR��RU�GLIIHUHQW�IURP��RWKHU�FRXQWULHV�)RU�GHYHORSLQJ� FRXQWULHV� DV�D�JURXS�� WD[� UHJXODWLRQV�DQG� UDWHV� UHSUHVHQW� WKH�PRVW�ELQGLQJ� FRQVWUDLQW� WR� EXVLQHVV� ZLWK� D� VHYHULW\� RI� FORVH� WR� �� SHUFHQW� �)LJXUH� �����&RUUXSWLRQ� LV� WKH� VHFRQG� JUHDWHVW� FRQVWUDLQW�� DQG� LQ� PDQ\� GHYHORSLQJ� FRXQWULHV�FRUUXSWLRQ� LQ� WD[DWLRQ� DQG� FXVWRPV� UHSUHVHQWV� D� VLJQLILFDQW� SURSRUWLRQ� RI� WKH� JUDIW�SHUFHLYHG� LQ� WKH� HFRQRP\� DV� D� ZKROH� �)LJXUH� ���� 6XUSULVLQJO\�� WD[� UHJXODWLRQV� DQG�
�� 4XDQWLWDWLYH�DQDO\VLV�RI�WKHVH�WZR�DUHDV��HVSHFLDOO\�LQ�D�FURVV�FRXQWU\�FRQWH[W��FDQ�EH�H[WUHPHO\�GLIILFXOW�LI�QRW�LPSRVVLEOH�EHFDXVH�LW�LV�ODUJHO\�VXEMHFWLYH���� )RU�GHWDLOV�DERXW�PHWKRGRORJ\��FRYHUDJH�DQG�RWKHU�UHVXOWV��VHH�)DZ]\�DQG�*DODO��������DQG�%UXQHWWL��.LVXQNR�DQG�:HGHU���������� 7KH�VXUYH\�TXHVWLRQQDLUH�FRPELQHV�WD[�UDWHV�DQG�WD[�UHJXODWLRQV�DV�D�VLQJOH�FRQVWUDLQW��7KHUHIRUH��FRQFHQWUDWLQJ�RQ�WUDQVDFWLRQ�FRVWV�VHSDUDWHO\�LV�QRW�SRVVLEOH�
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7D[�UHJXODWLRQVDQG�RU�KLJKWD[HV
/DERUUHJXODWLRQV 6DIHW\�RUHQYLURQPHQWDOUHJXODWLRQV

)LQDQFLQJ 5HJXODWLRQV�IRUVWDUWLQJEXVLQHVV�QHZRSHUDWLRQV
*HQHUDOXQFHUWDLQW\�RQFRVWV�RIUHJXODWLRQV

,QDGHTXDWHVXSSO\�RILQIUDVWUXFWXUH
&ULPH�DQG�WKHIW &RUUXSWLRQ 5HJXODWLRQV�RQIRUHLJQ�WUDGH�H[SRUWV�LPSRUWV�

6HYHU
LW\���

�
UDWHV�ZHUH�UDQNHG�DV�WKH�SULPDU\�REVWDFOHV�WR�EXVLQHVV�DFWLYLW\�LQ�GHYHORSHG�FRXQWULHV�DV�ZHOO� DV� LQ� GHYHORSLQJ� FRXQWULHV�� EXW� WR� D� VOLJKWO\� OHVVHU�GHJUHH��(YHQ� LQ� WHUPV�RI�WD[SD\HUV¶�HYDOXDWLRQ�RI� WKH� VHYHULW\�RI� WKH�SUREOHP�� WKH� UDQJH� LV�VPDOO�DV�ZHOO�ZLWK�WKH�PDJQLWXGH�RI�(J\SW¶V�SUREOHP�DSSHDULQJ� WR�EH� ORZHU� WKDQ� WKDW� LQ�GHYHORSHG�DQG�RWKHU�GHYHORSLQJ�FRXQWULHV��)LJXUH�����

)LJXUH����5DQNLQJ�RI�&RQVWUDLQWV�WR�%XVLQHVV��'HYHORSLQJ�&RXQWULHV

6RXUFH��%UXQHWWL��.LQVXQNR�DQG�%HDWULFH�:HGHU���������³,QVWLWXWLRQDO�2EVWDFOHV�WR�'RLQJ�%XVLQHVV��5HJLRQ�E\ 5HJLRQ�5HVXOWV�IURP�D�:RUOGZLGH�6XUYH\�RI�WKH�3ULYDWH�6HFWRU�´�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU�1R��������:RUOG�%DQN��:DVKLQJWRQ��'�&���$SULO�
)LJXUH�����5DQNLQJ�RI�&RQVWUDLQWV�WR�%XVLQHVV��'HYHORSHG�&RXQWULHV

6RXUFH��%UXQHWWL��.LQVXQNR�DQG�%HDWULFH�:HGHU���������³,QVWLWXWLRQDO�2EVWDFOHV�WR�'RLQJ�%XVLQHVV��5HJLRQE\�5HJLRQ�5HVXOWV�IURP�D�:RUOGZLGH�6XUYH\�RI�WKH�3ULYDWH�6HFWRU�´�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU�1R��������:RUOG�%DQN��:DVKLQJWRQ��'�&���$SULO�
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7D[UHJXODWLRQVDQG�RU�KLJKWD[HV
&RUUXSWLRQ )LQDQFLQJ &ULPH�DQGWKHIW ,QDGHTXDWHVXSSO\�RILQIUDVWUXFWXUH

,QIODWLRQ 3ROLF\LQVWDELOLW\ *HQHUDOXQFHUWDLQW\�RQFRVWV�RIUHJXODWLRQV
5HJXODWLRQV�RQIRUHLJQ�WUDGH�H[SRUWV�LPSRUWV�

/DERUUHJXODWLRQV

6HYHU
LW\���

�
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7D[DGPLQLVWUDWLRQ &RPPHUFLDOGLVSXWHVHWWOHPHQW
/DERU�FRVW�TXDOLW\�	UHJXODWLRQV

6XSSRUWVHUYLFHV ([SRUWLQJGLIILFXOWLHV &RVW�	�DFFHVVWR�ILQDQFH (FRQRPLFSROLF\XQFHUWDLQW\
,QVXIILFLHQWORFDO�GHPDQG ,QSXWSURFXUHPHQW�GRPHVWLF�DQGLPSRUWHG�

8QRIILFLDOSD\PHQWV

6HYHU
LW\���

�
)LJXUH�����5DQNLQJ�RI�&RQVWUDLQWVWR�%XVLQHVV�LQ�(J\SW

6RXUFH��)DZ]\��6DPLKD�DQG�$KPHG�*DODO���������)LUPV¶�&RPSHWLWLYHQHVV�DQG�WKH�1DWLRQDO�'LDPRQG��(&(6��&DLUR�
)RU�D�QXPEHU�RI�UHDVRQV��LW�LV�QHFHVVDU\�WR�XVH�FDXWLRQ�ZKHQ�FRPSDULQJ�WKH�UHVXOWV�RI� WKH� (J\SWLDQ� VXUYH\� ZLWK� WKH� UHVXOWV RI� WKH� LQWHUQDWLRQDO� VXUYH\�� )LUVW�� LQ� WKH�(J\SWLDQ�VXUYH\��WD[SD\HUV�ZHUH�QRW�VSHFLILFDOO\�DVNHG�KRZ�WKH\�SHUFHLYH�WD[�UDWHV�DV�DQ�REVWDFOH WR�SULYDWH�VHFWRU�SDUWLFLSDWLRQ��7KH�IRFXV�ZDV�RQ� LVVXHV� WKDW� UHODWH� WR� WKH�WUDQVDFWLRQ�EHWZHHQ�WKH�WD[SD\HU�DQG�WKH�DXWKRULW\�UDWKHU�WKDQ�WKH�DSSOLFDEOH�WD[�UDWH��6HFRQG�� LQ� WKH�(J\SWLDQ� VXUYH\� DQG� WKH� LQWHUQDWLRQDO� VXUYH\�� WKH� VHYHULW\�RI�YDULRXV�FRQVWUDLQWV� LV� QHFHVVDULO\� D� IXQFWLRQ� RI� WKH� VFDOH� RI� VHYHULW\� SURYLGHG� E\� WKH�TXHVWLRQQDLUH�� 7KHUHIRUH�� UDQNLQJ� WKH� VHYHULW\� RI� FRQVWUDLQWV� IURP� �� WR� �� LQ� WKH�(J\SWLDQ� VXUYH\� DQG� �� WR� �� LQ� WKH� LQWHUQDWLRQDO� VXUYH\� SURGXFHV� GHJUHHV� RI� VHYHULW\�WKDW� DUH� QRW� GLUHFWO\� FRPSDUDEOH�� )LQDOO\�� ERWK� VXUYH\V� DUH� RUGLQDO� LQ� QDWXUH�� 7KXV��ZKLOH�LW�LV�DGHTXDWH�WR�UDQN�REVWDFOHV�DFURVV�FRXQWULHV��WKLV�UDQN�VKRXOG�QRW�EH�WDNHQ�DV�D� SUR[\� IRU� FRPSDULQJ� WKH�PDJQLWXGH� RI� D� SUREOHP� DFURVV� FRXQWULHV�� $OWKRXJK� WKLV�SDSHU�FRQVLGHUV�VHYHULW\�YDOXHV�DFURVV�UHJLRQV��WKLV�FDQ�EH�PLVOHDGLQJ��)RU�H[DPSOH��D�EXVLQHVVSHUVRQ�LQ�D�GHYHORSHG�FRXQWU\�ZKR�VSHQGV�WZR�ZHHNV�RQ�DQ�DXGLW�ZLWK�WKH�WD[�DXWKRULW\�PD\�SHUFHLYH�WKDW�FRVW�DV�D�VHYHUH�FRQVWUDLQW�WR�EXVLQHVV�DQG�ZRXOG�UDQN�WD[�LVVXHV�DV�VHYHUH��+LV�FRXQWHUSDUW� LQ�D�GHYHORSLQJ�FRXQWU\�PD\�QRW�FRQVLGHU�VSHQGLQJ�WZR�ZHHNV�RQ�DQ�DXGLW�DQ�H[FHVVLYH�ORVV�DQG�WKXV�ZRXOG�QRW�UDQN�WD[�UHJXODWLRQV�DQG�UDWHV�DV�D�VHYHUH�REVWDFOH�WR�EXVLQHVV�
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7KLV�GLVFXVVLRQ�EULQJV�XV�WR�WKH�(J\SWLDQ�VXUYH\�DQG�LWV�WUHDWPHQW�RI�YDULRXV�LVVXHV�UHODWHG�WR�WKH�WD[�DXWKRULW\��7ZR�UHVXOWV�EULQJ�WKH�µFRQWUDFW¶��RU�UHODWLRQVKLS��EHWZHHQ�WD[SD\HUV� DQG� WKH� WD[� DXWKRULW\� WR� WKH� IRUHIURQW� RI� WKH� WD[� HYDVLRQ�WUDQVDFWLRQ�FRVWV�GHEDWH�LQ�(J\SW��:KHQ�DVNHG�WR�UDQN�ODFN�RI�WUXVW��DUELWUDU\�HVWLPDWHV�DQG�LQHIILFLHQF\�RI� WKH� GLVSXWH�VHWWOHPHQW� V\VWHP�� UHVSRQGHQWV� FLWHG� WKHVH� WKUHH� DVSHFWV� RI� WKH� WD[�SD\PHQW�FROOHFWLRQ�UHODWLRQVKLS�DV�IDLUO\�VHYHUH�REVWDFOHV�WR�EXVLQHVV�DFWLYLW\�LQ�(J\SW��)LJXUH� ���� 6HFWLRQ� �� DQDO\]HV� ZHDNQHVVHV� LQ� WKH� (J\SWLDQ� WD[� SD\PHQW�FROOHFWLRQ�UHODWLRQVKLS�ZKLFK�PD\�EH�UHVSRQVLEOH�IRU�WKHVH�WKUHH�VSHFLILF�SUREOHPV�
)LJXUH�����6XUYH\�5HVXOWV��5DQNLQJ�RI�7D[�$GPLQLVWUDWLRQ�&RQVWUDLQWV�LQ�(J\SW

6RXUFH��)DZ]\��6DPLKD�DQG�$KPHG�*DODO���������)LUP¶V�&RPSHWLWLYHQHVV�DQG�WKH�1DWLRQDO�'LDPRQG��(&(6��&DLUR�
,9��7KH�0DLQ�6RXUFHV�RI�7UDQVDFWLRQ�&RVWV�LQ�(J\SW¶V�7D[�$GPLQLVWUDWLRQ
,I�WKH�UHODWLRQVKLS�EHWZHHQ�WD[SD\HUV�DQG�WKH�WD[�DXWKRULW\�LV�DQDO\]HG�DV�D�YROXQWDU\�FRQWUDFW� EHWZHHQ� WZR� SDUWLHV�� LW� LV� FOHDU� WKDW� WKLV� UHODWLRQVKLS� FDQ� VXIIHU� IURP� KLJK�WUDQVDFWLRQ�FRVWV�EHFDXVH�RI�WKH�LPSRUWDQFH�RI�SULYDWH�LQIRUPDWLRQ��PRUDO�KD]DUG�DQG�DGYHUVH VHOHFWLRQ��7KHVH�WKUHH�SUREOHPV�UHVXOW�LQ�KLJKHU�WUDQVDFWLRQ�FRVWV�IRU�ERWK�WKH�WD[�DXWKRULW\�DQG�WD[SD\HUV��7KHUHIRUH��WKH�JRDO�RI�WD[�DGPLQLVWUDWLRQ�UHIRUP�PXVW�EH�WR� VWUHDPOLQH� LQFHQWLYHV� RI� ERWK� WD[SD\HUV� DQG� WKH� WD[� DXWKRULW\� DQG� GLVFRXUDJH� WD[�HYDVLRQ�WKURXJK�UHGXFLQJ�RU�HOLPLQDWLQJ�WKHVH�ZHDNQHVVHV��$W�WKH�VDPH�WLPH��UHIRUP�VKRXOG� PLQLPL]H� WKH� HQIRUFHPHQW� FRVWV� IRU� WKH� WD[� DXWKRULW\� DQG� WKH� YROXQWDU\�FRPSOLDQFH�FRVWV�IRU�WD[SD\HUV��
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3RWHQWLDO�:HDNQHVVHV�LQ�D�&RQWUDFW
7KH�,PSRUWDQFH�RI�3ULYDWH�,QIRUPDWLRQ3DUWLHV� WR� D� FRQWUDFW�PD\� KDYH� SULYDWH� LQIRUPDWLRQ� WKDW� WKH\� FRQFHDO�ZKHQ� HQWHULQJ�LQWR�WKH�FRQWUDFW��SUHFRQWUDFWXDO�RSSRUWXQLVP� RU�WKH\�PD\�FKDQJH�WKHLU�SRVLWLRQ�LQ�WKH�PLGGOH� RI� D� ORQJ�WHUP� UHODWLRQVKLS� WKXV� KROGLQJ� WKH� RWKHU� SDUW\� µKRVWDJH¶��SRVWFRQWUDFWXDO� RSSRUWXQLVP�� 7D[SD\HUV¶� SULYDWH� LQIRUPDWLRQ� FRPHV� IURP� LQWLPDWH�NQRZOHGJH�RI� WKHLU�FRVWV��UHYHQXHV��UHFRUGV��DQG�VR�IRUWK��7KH�WD[�DXWKRULW\¶V�SULYDWH�LQIRUPDWLRQ� FRPHV� IURP� DQ\� GLVFUHWLRQDU\� SRZHU� LW� KDV� LQ� LQWHUSUHWLQJ� DQG�LPSOHPHQWLQJ� YDULRXV� FODXVHV� RI� WKH� ODZ�� 7KH� JUHDWHU� WKH� GLVFUHWLRQDU\� SRZHU�� WKH�PRUH� URRP� IRU� SRVWFRQWUDFWXDO� RSSRUWXQLVP� RQ� WKH� SDUW� RI� WKH� WD[� DXWKRULW\��$V� IRU�WD[SD\HUV��WKH\�RQO\�KDYH�WKH�SRWHQWLDO�IRU�SUHFRQWUDFWXDO�RSSRUWXQLVP��L�H���WD[SD\HUV�HQWHU�WKDW�UHODWLRQVKLS�ZLWK�WKH�LQWHQW�WR�KLGH�UHOHYDQW�DFWLYLW\�DQG�SURILW�LQIRUPDWLRQ���7KH\� FDQQRW� H[HUFLVH�SRVWFRQWUDFWXDO� RSSRUWXQLVP��KRZHYHU��EHFDXVH� WKH�DXWKRULW\¶V�ULJKW�WR�SHQDOL]H�WD[SD\HUV�SURWHFWV�LW�IURP�WKHLU�RSSRUWXQLVWLF�EHKDYLRU��%RQXVHV�DQG�LQFHQWLYHV� WR� WD[�FROOHFWRUV�DUH�SULYDWH� LQIRUPDWLRQ�WKDW� LQIOXHQFHV�WKH�WD[�FROOHFWRU¶V�EHKDYLRU� LQ�PD[LPL]LQJ�WKH�WD[�UHYHQXH�FROOHFWHG��7KLV�LQIRUPDWLRQ�LV�QRW�DFFHVVLEOH�WR�WD[SD\HUV��\HW�LW�DIIHFWV�WD[�FROOHFWRUV¶�HVWLPDWHV�RI�WKHLU�WD[�OLDELOLW\��
0RUDO�+D]DUG7KH� SUREOHP� RI�PRUDO� KD]DUG� DULVHV�ZKHQ� D� FKDQJH� LQ� WKH� ODZ�RU� UHJXODWLRQ� FDXVHV�SHRSOH� WR� FKDQJH� WKHLU� EHKDYLRU� LQ� D� ZD\� WKDW� LV� QRW� HFRQRPLFDOO\� HIILFLHQW� RU�FRQVLVWHQW�ZLWK� WKH� ODZ��7KH�FULWLFDO� HOHPHQW� LQ� WKLV�FDVH� LV� WKDW� WU\LQJ� WR�YHULI\� WKDW�SHRSOH� DFWXDOO\� FKDQJHG� WKHLU� EHKDYLRU� LV� JHQHUDOO\� FRVWO\� RU� LPSRVVLEOH�� 7KXV� LW� LV�LPSRVVLEOH� WR� LQFOXGH�SHQDOWLHV�RU�RWKHU�HQIRUFHPHQW�PHFKDQLVPV� LQ� WKH�QHZ�ODZ�RU�UHJXODWLRQ���,Q�WKH�WD[�SD\PHQW�UHODWLRQVKLS��WD[SD\HUV�FDQ�EHKDYH�LQ�D�ZD\�WKDW�FUHDWHV�D�PRUDO�KD]DUG�SUREOHP��:KHQ�WD[�FROOHFWRUV�V\VWHPDWLFDOO\�UHYLVH�UHFRUGV�XSZDUG��WD[SD\HUV�FRPH�WR�H[SHFW�WKLV�W\SH�RI�EHKDYLRU�DQG�XQGHU�UHSRUW�WKHLU�SURILWV�RU�WKH�VL]H�RI�WKHLU�HFRQRPLF� DFWLYLW\�� WKXV� KLQGHULQJ� WKH� HIILFLHQW� FROOHFWLRQ� RI� WD[HV�� ,I� WD[� FROOHFWRUV�KDYH�WKH�GLVFUHWLRQDU\�SRZHU�WR�GLVUHJDUG�WD[SD\HUV¶�UHFRUGV��VRPH�WD[�FROOHFWRUV�ZLOO�KDYH�D�WHQGHQF\�WR�PDQLSXODWH�WKH�V\VWHP�WR�H[WUDFW�XQRIILFLDO�SD\PHQWV��$QRWKHU�
�� 7KH�FODVVLF�H[DPSOH�RI�PRUDO�KD]DUG� LV�D�JRYHUQPHQW� UHTXLULQJ�FDU�RZQHUV� WR�EX\�FDU� LQVXUDQFH��2QFH�D�FDU�RZQHU� EX\V� FRYHUDJH�� DQG� WKH� PRUH� FRPSUHKHQVLYH� WKH� FRYHUDJH� LV�� WKH� PRUH� OLNHO\� LW� LV� WKDW� KH� ZLOO� GULYH�UHFNOHVVO\�NQRZLQJ�WKDW�DQ\�GDPDJHV�WR�WKH�FDU�ZLOO�EH�IXOO\�RU�SDUWLDOO\�SDLG�E\�WKH�LQVXUDQFH�FRPSDQ\�



(&(6�:3���7RKDP\�����

��

H[DPSOH�RI�PRUDO�KD]DUG�LV�ZKHQ�WD[SD\HUV�DUH�QRW�SHQDOL]HG�IRU�WDNLQJ�FDVHV�WR�WULDO�XQQHFHVVDULO\��,I�WD[SD\HUV�GR�QRW�SD\�LQWHUHVW�DQG�OHJDO�H[SHQVHV�RQ�FRQWHVWHG�IXQGV��WKH\�ZLOO� WHQG�WR�GHOD\�FDVHV�HVSHFLDOO\�ZKHQ�WKH\�DUH�XVLQJ�WKH�WD[�GXHV�DV�ZRUNLQJ�FDSLWDO�IRU�VHYHUDO�\HDUV�
$GYHUVH�6HOHFWLRQ$GYHUVH� VHOHFWLRQ� RFFXUV� ZKHQ� WKH ODZ� JRYHUQLQJ� D� VSHFLILF� HFRQRPLF� DFWLYLW\�GLVFRXUDJHV�SDUWLFXODU�JURXSV� WKDW�ZRXOG�RWKHUZLVH�SDUWLFLSDWH� LQ� WKDW�DFWLYLW\��ZKLOH�HQFRXUDJLQJ�WKH�SDUWLFLSDWLRQ�RI�RWKHU�JURXSV�ZKR�UHGXFH�WKH�HIILFLHQF\�RI�WKH�ZKROH�VHFWRU���$GYHUVH� VHOHFWLRQ� DULVHV� LQ� WD[� DGPLQLVWUDWLRQ�� IRU� H[DPSOH��ZKHQ� WD[SD\HUV� DUH�GLVFRXUDJHG�IURP�HQJDJLQJ�LQ�EXVLQHVV�EHFDXVH�WKH�ODZ�LV�QRW�SHUFHLYHG�DV�SURYLGLQJ�HTXDO�DQG�WUDQVSDUHQW�WUHDWPHQW�WR�DOO�WD[SD\HUV��,W�KDV�EHHQ�UHSHDWHGO\�PHQWLRQHG��IRU�H[DPSOH�� WKDW� DPELJXLW\� LQ� WD[� SD\PHQW�� WKH� SHUFHSWLRQ� RI� FRUUXSWLRQ� DQG� OHQJWK\�GLVSXWH�VHWWOHPHQW�GLVFRXUDJH�IRUHLJQ�LQYHVWRUV�IURP�LQYHVWLQJ�LQ�(J\SW��7KHVH�IDFWRUV�DOVR� HQFRXUDJH� VPDOO� GRPHVWLF� LQYHVWRUV� WR� UHYHUW� WR� WKH� LQIRUPDO� VHFWRU�� $QRWKHU�H[DPSOH�RI�DGYHUVH�VHOHFWLRQ��WKRXJK�KDUGHU�WR�GRFXPHQW��LV�WKDW�WD[�FROOHFWRUV�PRUH�SURQH� WR�DFFHSWLQJ� LOOHJDO�SD\PHQWV�FRPSHWH� WR� ORFDWH� WKHPVHOYHV� LQ� LQGXVWULDO�DUHDV�DQG�SURVSHURXV�UHJLRQV�WKDW�PD\�RIIHU�PRUH�RSSRUWXQLWLHV�IRU�VLGH�SD\PHQWV��%HFDXVH�RI�WKLV�FRPSHWLWLRQ��GLVKRQHVW�WD[�FROOHFWRUV�ZLOO�µFURZG�RXW¶�KRQHVW�WD[�FROOHFWRUV�LQ�WKH�DUHDV�ZKHUH�WKLV�SKHQRPHQRQ�SURGXFHV�WKH�PRVW�VLJQLILFDQW�GDPDJH�
7KH�7D[�3D\PHQW�&RQWUDFW*LYHQ� WKH�ZHDNQHVVHV�RI� WKH�FRQWUDFW�GLVFXVVHG� LQ� WKH�SUHYLRXV� VHFWLRQ�� WKH�DQDO\VLV�QRZ�FRQVLGHUV�KRZ�WKH�LPSRUWDQFH�RI�SULYDWH�LQIRUPDWLRQ��PRUDO�KD]DUG�DQG�DGYHUVH�VHOHFWLRQ� FDQ� LQIOXHQFH� WD[SD\HUV¶� LQFHQWLYHV� LQ� WKHLU� LQWHUDFWLRQ� ZLWK� WKH� WD[�DXWKRULW\��� 7R� VLPSOLI\�� WKH� GLVFXVVLRQ� UHOLHV� RQ� WKH� /H%DXEH� DQG� 9HKRUQ� �������FODVVLILFDWLRQ�RI� WD[SD\HUV��:KLOH� WKH�DXWKRUV�GR�QRW� OLQN�HDFK�JURXS�RI� WD[SD\HUV� WR�WKH�FRQWUDFW�ZHDNQHVVHV�GLVFXVVHG�KHUH��WKH�FRUUHVSRQGHQFH�EHWZHHQ�ZHDNQHVVHV�DQG�
�� $�FODVVLF� H[DPSOH�RI� DGYHUVH� VHOHFWLRQ� FRPHV� IURP� WKH�XVHG�FDU�PDUNHW��%HFDXVH� LW� LV� KDUG� WR� GHWHUPLQH� WKH�TXDOLW\� RI� D� XVHG� FDU�� D� EX\HU�ZLOO� RQO\� EH�ZLOOLQJ� WR� SD\� IRU� WKH� µH[SHFWHG¶� TXDOLW\� RI� WKH� FDU��(YHQ� LI� WKH� FDU�DSSHDUV� WR� EH� LQ� JRRG� VKDSH�� WKH�EX\HU�ZLOO� GLVFRXQW� WKH�TXDOLW\� E\� WKH�SRVVLELOLW\� WKDW� WKHUH� LV� DQ�XQGHWHFWDEOH�SUREOHP�LQ�WKH FDU��7KLV�FUHDWHV�D�VLWXDWLRQ�LQ�ZKLFK�RQO\�RZQHUV�RI�ORZ�TXDOLW\�FDUV�ZLOO�EH�ZLOOLQJ�WR�XWLOL]H�WKDW�PDUNHW��DQG�RZQHUV�RI�KLJK�TXDOLW\�FDUV�ZLOO�EH�OHVV�ZLOOLQJ�WR�UHO\�RQ�WKDW�PDUNHW�WR�VHOO�WKHLU�FDUV��� 7KLV� SDSHU� IRFXVHV� RQ� WKH� FRQWUDFW� EHWZHHQ� WKH WD[� DXWKRULW\� DQG� WD[SD\HUV�� 2WKHU� FRQWUDFWV� WKDW� DIIHFW� WKH�HIILFLHQF\�RI�WD[�SD\PHQW�FROOHFWLRQ�DUH�WKH�UHODWLRQVKLSV�EHWZHHQ�WKH�DXWKRULW\�DQG�WD[�FROOHFWRUV��WKH�WD[SD\HU�DQG�DFFRXQWDQWV��WKH�WD[�DXWKRULW\�DQG�RWKHU�JRYHUQPHQW�ERGLHV��DQG�WKH�WD[�DXWKRULW\�DQG�WKH�MXGLFLDU\��7KHVH�FRQWUDFWV�DUH�GLVFXVVHG�KHUH�RQO\�WR�WKH�H[WHQW�WKDW�WKH\�GLUHFWO\�DIIHFW�WKH�FRQWUDFW�EHWZHHQ�WKH�WD[�DXWKRULW\�DQG�WD[SD\HUV��$�PRUH�WKRURXJK�DQDO\VLV�RI�WKHVH�RWKHU�FRQWUDFWV�LV�EH\RQG�WKH�VFRSH�RI�WKLV�SDSHU��
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HDFK� WD[SD\HU� JURXS� LV� DSSDUHQW��$FFRUGLQJ� WR� /H%DXEH� DQG�9HKRUQ�� WKHUH� DUH� IRXU�W\SHV�RI�DFWXDO�DQG�SRWHQWLDO�WD[SD\HUV��*URXS����7KRVH�ZKR�XQGHUVWDQG�DQG�FRPSO\�ZLOOLQJO\�ZLWK�WKH�ODZ��QR�FRQWUDFWXDO�ZHDNQHVV��*URXS����7KRVH�ZKR�ZDQW�WR�FRPSO\�EXW�GR�QRW�XQGHUVWDQG�WKH�ODZ��SULYDWH�LQIRUPDWLRQ�SUREOHP��*URXS����7KRVH�ZKR�XQGHUVWDQG�WKH�ODZ�EXW�FKRRVH�QRW�WR�FRPSO\�IXOO\��PRUDO�KD]DUG��SULYDWH�LQIRUPDWLRQ��*URXS����7KRVH�ZKR�GHOLEHUDWHO\�GR�QRW�FRPSO\��DGYHUVH�VHOHFWLRQ�SUREOHP��'LYLGLQJ� WKH� WD[SD\HU� SRSXODWLRQ� LQWR� WKHVH� JURXSV�� KHOSV� LQ� GHYLVLQJ� WKH� ULJKW�µLQFHQWLYH�FRPSDWLEOH� FRQWUDFW¶� IRU� HDFK� JURXS�� WKXV� LQFUHDVLQJ� WKH� SUREDELOLW\� RI�FRPSOLDQFH��7KH�JRDO�LV�WR�PD[LPL]H�WKH�QXPEHU�RI�WD[SD\HUV�LQ�*URXS����GLVFRXUDJH�PHPEHUV� LQ�*URXS���IURP�PRYLQJ�WR�*URXSV������DQG����DQG�HQFRXUDJH�PHPEHUV�RI�*URXSV������DQG���WR�PRYH�WR�*URXS����0RYLQJ�WD[SD\HUV�IURP�*URXS���WR�*URXS����ZKLFK� HQWDLOV� XQGHUVWDQGLQJ� DQG� FRPSO\LQJ� ZLWK� WKH� WD[� ODZV�� LQYROYHV� HGXFDWLQJ�WD[SD\HUV�� VLPSOLI\LQJ� WKH� ODZ� DQG� FRPSXWHUL]LQJ� WKH� V\VWHP� WR� UHGXFH� WKH� FRVW� RI�FRPSOLDQFH�WR�WD[SD\HUV�DQG�WD[�FROOHFWRUV��WKXV�HOLPLQDWLQJ�KLJK�WUDQVDFWLRQ�FRVWV�LQ�WD[� SD\PHQW�� 0DQ\� FRXQWULHV� KDYH� IRFXVHG� RQ� WKLV� DVSHFW� RI� UHIRUPLQJ� WD[�DGPLQLVWUDWLRQ�� 7DEOH� �� OLVWV� FRXQWULHV� ZLWK� YDULRXV� W\SHV� RI� WD[SD\HU� LQIRUPDWLRQ�SURJUDPV�7KH�DQDO\VLV�DVVXPHV�� WKHUHIRUH�� WKDW�ZLWK�D�VLPSOHU�V\VWHP�DQG�DVVLVWDQFH� IURP�WKH� WD[� DXWKRULW\� WUDQVDFWLRQ� FRVWV� ZLOO� EH� GLPLQLVKHG� IRU� D� VXEVHW� RI� WD[SD\HUV� E\�UHGXFLQJ�LQIRUPDWLRQ�FROOHFWLRQ�FRVWV��DQG�WKDW�WD[SD\HUV�ZLOO�PRYH�IURP�*URXS���WR�*URXS� ��� 7KH� LVVXH� LV�PRUH� FRPSOLFDWHG� IRU�*URXSV� �� DQG� ���$� WD[SD\HU� LQ� RQH� RI�WKHVH� ODWWHU� JURXSV� GHFLGHV� ZKHWKHU� WR� SD\� RU� QRW� WR� SD\� WD[HV� GHSHQGLQJ� RQ� WKH�RXWFRPH�RI�DQ�REMHFWLYH�IXQFWLRQ�WKDW�KDV�WKH�IROORZLQJ�JHQHUDO�IRUPDW�7KH�WD[�EXUGHQ�LI�WKH�WD[SD\HU�GHFLGHV�WR�SD\�
SS 7&5W& �
 �ZKHUH�&S LV� WKH� FRVW� WR� WKH� ILUP� RI� SD\LQJ� WD[HV�� W LV� WKH� WD[� UDWH��5 LV� WKH� WD[DEOH�LQFRPH��DQG�7&S LV�WKH�WUDQVDFWLRQ�FRVW�RI�ILOLQJ�DQG�DXGLWLQJ�LI�WKH�WD[SD\HU�GHFLGHV�WR�FRPSO\�7KH�WD[�EXUGHQ�LI�WKH�WD[SD\HU�GHFLGHV�QRW�WR�ILOH�

HGH 7&5WSHQDOW\S& �
�
 �� �
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ZKHUH�&H LV� WKH� H[SHFWHG� FRVW� WR� WKH� WD[SD\HU�RI� QRW� SD\LQJ� WD[HV� �H[SHFWHG� FRVW� RI�HYDVLRQ���SG LV�WKH�SUREDELOLW\�RI�GHWHFWLRQ��W DQG�5�DUH�WKH�WD[�UDWH�DQG�WD[DEOH�LQFRPH��DV� SUHYLRXVO\� GHILQHG�� DQG�7&H LV� WKH� WUDQVDFWLRQ� FRVWV� RI� ILOLQJ� DQG� DXGLWLQJ� LQ� WKH�FDVH�RI�GHWHFWHG�WD[�HYDVLRQ��,Q�RUGHU�WR�DFKLHYH�IXOO�FRPSOLDQFH��WKHQ�&H PXVW�DOZD\V�EH�ODUJHU�WKDQ�&S��RU��
SHG 7&5W7&5WSHQDOW\S �
!�
�
 �� �

7DEOH����7D[SD\HU�,QIRUPDWLRQ�3URJUDPV�LQ�6HOHFWHG�&RXQWULHV
$UJHQWLQD &DQDGD &KLOH &RORPELD -DPDLFD 0H[LFR 7ULQLGDG 86$

3XEOLFDWLRQV7D[�JXLGHV��LQVWUXFWLRQV� [ [ [ [ [ [ [ [3DPSKOHWV�DQG�EXOOHWLQV [ [ [ [ [ [ [7HFKQLFDO�SXEOLFDWLRQV [ [ [ [ [ [$XGLR�FDVVHWWHV�IRU�WKH�YLVXDOO\�LPSDLUHG [1HZVSDSHU�VXSSOHPHQWV [ [ [ [ [ [5HPLQGHUV�LQ�WKH�SUHVV [0HGLD5DGLR�RU�WHOHYLVLRQ�FRPPHUFLDOV [ [ [ [ [ [ [ [6SHFLDO�WHOHYLVLRQ�SURJUDPV [ [ [ [ [9LGHR�FDVVHWWHV [ [ [3UHVV�FRQIHUHQFHV [ [ [7HOHSKRQH�FRQWDFW7HOHSKRQH�DVVLVWDQFH [ [ [ [ [ [ [ [7HOH�UHIXQG [ [ [7HOH�LQIR [ [3HUVRQDO�FRQWDFWV:DON�LQ�VHUYLFH [ [ [ [ [ [ [ [&RUUHVSRQGHQFH,QGLYLGXDOO\�GUDIWHG�OHWWHUV [ [ [ [ [6WDQGDUGL]HG�OHWWHUV [ [ [ [ [2WKHU�SURJUDPV9ROXQWHHUV [ [ [+LJK�VFKRRO�SURJUDP [ [ [ [ [ [ [5XUDO�WD[�VFHQH�NLWV [ [1DWLYH�RXWUHDFK [ [7UDLQLQJ�IRU�QHZ�EXVLQHVVHV [ [6HPLQDUV�DQG�FRQIHUHQFHV [ [ [ [6RXUFH��/H�%DXEH�DQG�9HKRUQ��������
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2QH�ZD\� WR�JXDUDQWHH� WKLV� LQHTXDOLW\� LV� WR�KDYH�SG HTXDO� WR����,Q� WKDW�FDVH��HDFK�WD[SD\HU� KDV� DQ� LQFHQWLYH� WR� SD\� WD[HV� IRU� DQ\� SRVLWLYH� SHQDOW\� OHYHO� DV� ORQJ� DV� WKH�WUDQVDFWLRQ� FRVWV� RI� GHWHFWHG� WD[� HYDVLRQ� DUH� QRW� OHVV� WKDQ� WKH� WUDQVDFWLRQ� FRVWV� RI�SD\LQJ� WD[HV� YROXQWDULO\�� 7KLV� SROLF\�� KRZHYHU�� FDQ� EH� H[WUHPHO\� FRVWO\� WR� WKH�JRYHUQPHQW��,Q�DOO�FRXQWULHV�� WKH�SUREDELOLW\�RI�GHWHFWLQJ�WD[�HYDVLRQ�QHYHU�HTXDOV����7KHUHIRUH��D�PRUH�UHDOLVWLF�VFHQDULR�PXVW�EH�FRQVLGHUHG�LQ�ZKLFK�SG LV�OHVV�WKDQ����,Q�WKLV� FDVH�� WR� JXDUDQWHH� WKDW� HDFK� WD[SD\HU� SD\V� WD[HV�� WKH� IROORZLQJ� LQHTXDOLW\�PXVW�KROG�
G

SHG S 7&7&5WSSHQDOW\ ����� ��

�! �
,I� 7& 7&H S ��ZKLFK�PHDQV�WKDW�ILOLQJ�FRVWV�DQG�DXGLWLQJ�ZLOO�QRW�EH�KLJKHU�LQ�WKH�FDVH�RI�HYDVLRQ�WKDQ�ILOLQJ�FRVWV�DQG�DXGLWLQJ�LQ�WKH�FDVH�RI�FRPSOLDQFH��WKH�LQHTXDOLW\�FRQGLWLRQ�UHGXFHV�WR��

SHQDOW\ !��� 5WS S
G

G 
� ��� ��RU�
SHQDOW\ !� 5WS G 
»¼º«¬ª � �� �

7KH�KLJKHU�WKH�WD[�UDWH��W���RU�WKH�WD[DEOH�LQFRPH��5���WKH�ODUJHU�WKH�SHQDOW\�QHHGHG�WR�SXUVXDGH� WD[SD\HUV� WR�SD\� WD[HV��JLYHQ�D�IL[HG�SUREDELOLW\�RI�GHWHFWLRQ� �SG��� ,I� WKH�SHQDOW\�LV�QRW�D�IL[HG�GROODU�YDOXH�EXW�UDWKHU�D�IXQFWLRQ�RI�WKH�WD[�GXH��WKH�UHODWLRQVKLS�EHFRPHV�
5WS5WN G 
»¼º«¬ª �!
 ���� ��

ZKHUH� N LV� D� FRQVWDQW� JUHDWHU� WKDQ� �� WKDW� LV� VRPHWLPHV� GHWHUPLQHG� RQ� D� SURJUHVVLYH�EDVLV�� WKH� ODUJHU� WKH� WD[� GXH�� WKH� ODUJHU� WKH� FRQVWDQW� WKDW� LV� XVHG� WR� GHWHUPLQH� WKH�SHQDOW\�,Q�PDQ\� FDVHV�� GHWHFWLQJ� WD[� HYDVLRQ� HQWDLOV� D� SURFHVV� RI� DXGLWLQJ� DQG� VFUXWLQ\�WKDW� LV� PRUH� GHWDLOHG� WKDQ� WKH� RULJLQDO� ILOLQJ�� ,Q� RWKHU� ZRUGV�� GHWHFWLQJ� WD[� HYDVLRQ�LQYROYHV� DQ� DGGLWLRQDO� SHQDOW\� WKDW� WD[SD\HUV� ZRXOG� ZDQW� WR� DYRLG�� ,Q� WKLV� FDVH��7& 7&H S! DQG�WKH�SHQDOW\�KDV�WR�VDWLVI\�WKH�IROORZLQJ�FRQGLWLRQ�
G

SHG S 7&7&5WSSHQDOW\ ����� ��

�! �
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:KLOH� WKH� JRDO� RI� WKH� WD[� DXWKRULW\� VKRXOG� EH� WR� UHGXFH� WUDQVDFWLRQ� FRVWV� IRU�WD[SD\HUV� LQ� ERWK� WKH� WD[� FRPSOLDQFH� DQG� WD[� HYDVLRQ� VFHQDULRV�� UHGXFLQJ� WKH�GLIIHUHQFH� EHWZHHQ� WUDQVDFWLRQ� FRVWV� LQ� WKH� WZR� VFHQDULRV� KDV� WKH� DGGHG� EHQHILW� RI�UHGXFLQJ�LQFHQWLYHV�IRU�WD[�HYDVLRQ��7R�FRQWURO�WD[�HYDVLRQ��WD[�DGPLQLVWUDWLRQ�KDV�WR�JXDUDQWHH�WKH�GLUHFWLRQ�RI� WKH�LQHTXDOLW\��7KH�PDJQLWXGH�RI�WKH�IROORZLQJ�SDUDPHWHUV�LQ�WKH�WD[�SD\PHQW�FRQWUDFW�FDQ�LQFUHDVH�FRPSOLDQFH�x 7KH�VL]H�RI�WKH�SHQDOW\��ZKHWKHU�LW�LV�D�IXQFWLRQ�RI�WKH�WD[�GXH�RU�QRW��SHQDOW\�DQG�N���DQG�ZKHWKHU�WKHUH�LV�D�SURJUHVVLYH�VFKHGXOH�x 7KH� GLIIHUHQFH� EHWZHHQ� WUDQVDFWLRQ� FRVWV� DQG� DXGLWLQJ� LQ� FRPSOLDQFH� DQG� WD[�HYDVLRQ�VFHQDULRV�x 7KH�SUREDELOLW\�RI�GHWHFWLRQ�DQG�ZKHWKHU�LW�LQFUHDVHV�ZLWK�D�KLVWRU\�RI�HYDVLRQ�x 7KH�WD[�UDWH��W� DQG�WKH�FRPSUHKHQVLYHQHVV�RI�WKH�WD[�EDVH��5��7KH� IROORZLQJ� VHFWLRQ� DQDO\]HV� KRZ� WKHVH� SDUDPHWHUV� DIIHFW� WKH� WD[� SD\PHQW�FRQWUDFW�LQ�(J\SW�DQG�GLVFXVVHV�WKH�UHVXOWLQJ�ZHDNQHVVHV�LQ�WKH�UHODWLRQVKLS��6HFWLRQ���GUDZV�RQ�RWKHU�FRXQWULHV¶�H[SHULHQFHV�WR�SURYLGH�UHPHGLHV�IRU�GHILFLHQFLHV�LQ�WKH�WD[�SD\PHQW�FRQWUDFW��
7KH�7D[�3D\PHQW�&RQWUDFW�LQ�(J\SW7KH�6L]H�RI�3HQDOW\7ZR� W\SHV�RI�SHQDOWLHV�DUH�XVHG� WR� LQGXFH� WD[SD\HUV� WR�FRPSO\�YROXQWDULO\�� FULPLQDO�SHQDOW\�DQG� ILQDQFLDO�SHQDOW\��� 7KLV� VHFWLRQ�H[DPLQHV�HDFK�RI� WKHVH�SHQDOWLHV� LQ� WKH�FDVH� RI� (J\SW�� )DLOXUH� WR� FRPSO\� ZLWK� YDULRXV� WD[� REOLJDWLRQV� �UHJLVWHULQJ�� ILOLQJ��NHHSLQJ�UHFRUGV��ZLWKKROGLQJ��FDQ�UHVXOW�LQ�D�ILQDQFLDO�SHQDOW\�RI��� SHUFHQW�RI�WKH�WD[�GXH�ZLWK� D�PD[LPXP�RI��(�������5HSHDWHG�RIIHQFHV�ZLWKLQ� WKUHH�\HDUV� UHVXOW� LQ� DQ�LQFUHDVHG�SHQDOW\��$OVR��WKH�ODZ�DOORZV�WKH�WD[�DXWKRULW\�WR�GHPDQG�FRPSHQVDWLRQ�WKDW�UDQJHV� IURP� �� SHUFHQW� WR� ��� SHUFHQW� RI� WKH� DPRXQW� RI� XQSDLG� WD[HV�� )DLOXUH� WR�VXEPLW�D�WD[�UHWXUQ�RQ�WLPH�UHVXOWV�LQ�D��� SHUFHQW�SHQDOW\�RI�WKH�WD[�GXH�ZKLFK�PD\�EH�UHGXFHG�WR��� SHUFHQW� LI� WKH�WD[SD\HU�UHFRQFLOHV�ZLWK�WKH�DXWKRULW\��)URP�GLVFXVVLRQV�ZLWK� WD[�DXWKRULW\�SHUVRQQHO�� LW� LV�QRW�FOHDU�ZKHQ�DQ\�RI� WKHVH�ILQDQFLDO�SHQDOWLHV�DUH�DFWXDOO\�LPSRVHG��DQG�WKH�LQIRUPDWLRQ�DYDLODEOH�IRU�WD[SD\HUV�DERXW�WKHLU�HQIRUFHPHQW�LV� TXLWH� OLWWOH��7KLV� FOHDUO\� GLPLQLVKHV� WKH� HIIHFWLYHQHVV� RI� WKH� ILQDQFLDO� SHQDOW\� DV� D�PHDVXUH�WR�FXUWDLO�WD[�HYDVLRQ�
�� ,Q�WKH�(J\SWLDQ�8QLILHG�,QFRPH�7D[�/DZ�����������ILQDQFLDO�SHQDOWLHV�FRPH�XQGHU�&KDSWHU�����3HQDOWLHV���DQG�YDULRXV� SHQDOWLHV� LQ� WKH� FRXUVH� RI� UHJXODU� WD[� SD\PHQW� SURFHGXUHV� FRPH� XQGHU� &KDSWHU� �� �*HQHUDO� 5XOHV�� DQG�&KDSWHU� �� �$SSHDOV��� 7KH� GLVFXVVLRQ� RI� WKH� DSSHDOV PHFKDQLVP� LV� YDJXH� LQ� WKH� ODZ�� DQG� PDQ\� RI� WKH� DFWXDO�SURFHGXUHV�DUH�JRYHUQHG�E\�LQWHUQDO�UXOHV�HVWDEOLVKHG�E\�WKH�WD[�DXWKRULW\�DQG�QRW�JHQHUDOO\�NQRZQ�WR�WKH�WD[SD\HU��



(&(6�:3���7RKDP\�����

��

,Q�WKH�(J\SWLDQ�8QLILHG�,QFRPH�7D[�/DZ�����������PDQ\�UHIHUHQFHV�WR�FULPLQDO�SHQDOW\� DUH� YDJXH� FLWLQJ� ³SXQLVKPHQW� E\� LPSULVRQPHQW´� DV� D� SRVVLEOH� SHQDOW\� IRU�IDLOLQJ�WR�UHJLVWHU�ZLWK�WKH�WD[�DXWKRULW\��FODXVH������RU�WR�ZLWKROG�DQG�SD\�WKLUG�SDUW\�WD[HV��DQG�VXEPLWWLQJ� LQDFFXUDWH�UHFRUGV�WR�KLGH�WD[DEOH�LQFRPH��� 7KHVH�LQIUDFWLRQV��HQWDLOV�HLWKHU� LPSULVRQPHQW�RI�XS� WR�VL[�PRQWKV�RU�D�ILQDQFLDO�SHQDOW\��7KH�FRPPRQ�SUDFWLFH� LQ� WD[�FDVHV��KRZHYHU�� LV� WR�PDNH�D�GLVWLQFWLRQ�EHWZHHQ� WD[�HYDVLRQ� DQG� WD[�IUDXG�� 7KH� ODWWHU� DUH� FDVHV� LQ� ZKLFK� WKHUH� LV� HYLGHQFH� WR� WKH� WD[� DXWKRULW\� WKDW� WKH�WD[SD\HU� LQWHQWLRQDOO\� IDEULFDWHG� UHFRUGV�� IDLOHG� WR� DFNQRZOHGJH� D� VLJQLILFDQW� OLQH�RI�DFWLYLW\� RU� DOWHUHG� LQYRLFHV�� ,Q� WKHVH� FDVHV�� WKH� WD[SD\HUV¶� UHFRUGV� IRU� WKH ILYH� \HDUV�SULRU�WR�GHWHFWLRQ�DUH�H[DPLQHG��2QO\�XQGHU�WKRVH�VSHFLILF�FDVHV�GRHV�WKH�WD[�DXWKRULW\�LQYRNH�SRVVLEOH�FULPLQDO�SHQDOWLHV��7KH�H[SHULHQFHV�RI�RWKHU�FRXQWULHV�VXJJHVW�WKDW�KLJK�FULPLQDO�SHQDOWLHV�WHQG�QRW�WR�EH� XVHG� IUHTXHQWO\�� HVSHFLDOO\� ZKHQ LW� LV� ZLGHO\� EHOLHYHG� WKDW� HYDVLRQ� LV� SUHYDOHQW��ZKHWKHU�RU�QRW�WKDW�LV�DFWXDOO\�WKH�FDVH��7KHUHIRUH��FRXQWULHV�WHQG�WR�XVH�RWKHU�PHDQV�WR� FHQVXUH� HYDVLRQ�� LQFOXGLQJ� ILQDQFLDO� SHQDOWLHV�� EHIRUH� WKH\� WXUQ� WR� LQFUHDVLQJ�FULPLQDO� SHQDOWLHV�� ,Q� (J\SW�� WKHUH� KDV� EHHQ� D� WUHQG� UHFHQWO\� WRZDUGV� ILQDQFLDO�SHQDOWLHV� UDWKHU� WKDQ�FULPLQDO�SHQDOWLHV� LQ� WD[�HYDVLRQ�FDVHV��&RQIXVLRQ�DERXW�ZKLFK�SHQDOWLHV� DSSO\� LQ� ZKLFK� FDVHV� DQG� GRXEWV� DERXW� HQIRUFHPHQW� LQFUHDVH� WUDQVDFWLRQ�FRVWV� IRU� WD[SD\HUV� WKDW�DUH�ZLOOLQJ� WR�FRPSO\� &RPELQHG�ZLWK�XQFHUWDLQW\�DERXW� WKH�WD[� FROOHFWRUV¶� UROH� LQ� GHWHUPLQLQJ� WKH� SHQDOW\�� WKH� SUHVHQW� V\VWHP� LQFUHDVHV�WUDQVDFWLRQ�FRVWV�IRU�ERWK�WD[SD\HUV�DQG�WKH�WD[�DXWKRULW\�VLPXOWDQHRXVO\�
7KH�'LIIHUHQFH�EHWZHHQ�7UDQVDFWLRQ�&RVWV�LQ�&RPSOLDQFH�DQG�1RQ�FRPSOLDQFH
)LJXUH� � LV� D� IORZFKDUW� WKDW� VKRZV� WKH� VWHSV� IRU� SD\LQJ� LQFRPH� WD[� DQG� KRZ� WKHVH�GLIIHU�LI�WKH�WD[SD\HU�GHFLGHV�WR�ILOH�D�WD[�UHWXUQ��ILOH�RQ�WLPH�DQG�DFFRUGLQJ�WR�UHTXLUHG�VSHFLILFDWLRQV��RU�QRW�ILOH�DW�DOO��7KH�ILUVW�MXQFWLRQ��QRGH������DW�ZKLFK WKH�WD[SD\HU¶V�GHFLVLRQ�PD\�UHVXOW�LQ�PRUDO�KD]DUG�LV�LI�WKH�WD[SD\HU�GHFLGHV�WR�VSHQG�WLPH�DQG�HIIRUW�SUHSDULQJ�D�WD[�UHWXUQ�ZKLOH�WKHUH�LV�D�KLJK�SUREDELOLW\�WKDW�WKH�WD[�DXWKRULW\�ZLOO�UHMHFW�LW��QRGH����DV�DQ�XQGHUHVWLPDWLRQ�RI�WKH�WD[DEOH�LQFRPH��&RPSUHKHQVLYH�DXGLWLQJ�DQG�PLQLPDO�SHQDOWLHV�FRPELQHG�ZLWK�D�KLJK�SUREDELOLW\�WKDW�WKH�UHWXUQ�LV�UHMHFWHG��FUHDWH�D�VLWXDWLRQ�LQ�ZKLFK�WKH�WD[SD\HU�FDQ�µGHOHJDWH¶�WKH�MRE�RI�FRPSOHWLQJ�D�WD[�UHWXUQ�WR�WD[�FROOHFWRUV�� 7KLV� LV� D� EXUGHQ� RQ� WKH� WD[� DXWKRULW\� WKDW FRPSURPLVHV� LWV� RWKHU� WD[�DGPLQLVWUDWLRQ�IXQFWLRQV�
�� 7KRVH�LQFOXGH�PDLQO\�VDODU\�ZLWKROGLQJV�DQG�IXQGV�ZLWKKHOG�XQGHU�WKH�DGGLWLRQV�DQG GHGXFWLRQV�V\VWHP�
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�QRGH����� ���

)LJXUH����7D[�3D\PHQW�&\FOH

6RXUFH���/DZ����������PRGLILHG�E\����������

7KH�7D[�3D\PHQW�&\FOH�LV�/HQJWK\�DQG�,QFUHDVHV�7UDQVDFWLRQ�&RVWV�QRGH���
�QRGH�����7D[SD\HU�)LOHV�5HWXUQ �QRGH�����7D[SD\HU�'RHV�1RW�)LOH�&ODLP

5HYLVH�VRPH�HOHPHQWV�RI�WD[SD\HUV¶�VWDWHPHQW��$Q�DGGLWLRQDO�SHQDOW\�RI�����RI�WKH�GLIIHUHQFH��XS�WR�D�PD[LPXP�RI��(������

$SSHDO�LQ����GD\V�
$FFHSW�UHYLVH�FDQQRW�EH�VXEGLVSXWH�VHWWOHPSURFHGXUHV���5WR�SD\��LQVWDOODOORZHG�7D[�$XWKRULW\�UHMHFWV� 7D[�$XWKRULW\DFFHSWV�

*R�WR�FRXUW�

�QRGH�����$FFHSW�

DQ�

�QRGH�����

�QRGH���

5HWXUQ�LV�QRW�DFFRUGLQJ�WR�WD[�DXWKRULW\�VWDQGDUGV�DQG�VSHFLILFDWLRQV�
7D[�$XWKRULW\�UHMHFWV�

5HWXUQ�LV�VLJQHG�E\�DQ�DFFRXQWDQW�DQG�DFFRUGLQJ�WR�DFFRXQWV�SHU�FODXVH�����RI�WKH�ODZ��%XUGHQ�RI�SURRI�LV�RQ�WD[�DXWKRULW\�LI�LW�GHFLGHV�QRW�WR�DFFHSW LW�
�QRGH���7D[�$XWKRULW\�+DV�WKH�5LJKW�WR��

7D[�GXH�LV�WRWDOO\�GHWHUPLQHG�E\�WD[�DXWKRULW\�DQG�LV�ILQDO������RI�HVWLPDWHG�WD[�LV�DGGHG��DQG�JHWV�FXW�LQ�KDOI�LI�WD[SD\HU�DQG�DXWKRULW\�VHWWOH�ZLWKRXW�UHVRUW�WR�DQ�DSSHDOV�FRPPLWWHH�
�QRGH��
1RW�DFFHSW��LQ�WKLV�FDVH�WKH�WD[SD\HU�LV��GHHPHG�IUDXGXOHQW��DQG�EHFRPHV�VXEMHFW�WR�SHQDOW\�DQG�RU�SULVRQ�VHQWHQFH�

7KH�7D[SD\HU�&�QRGH���
G�HVWLPDWH�MHFW�WR�HQW�HTXLUHG�PHQW�

)DLO�WR�UHVSRQG�

)LQDO�HVWLPDWH�E\�7D[$XWKRULW\�
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$W�QRGH������ LI� WKH� WD[SD\HU�GHFLGHV� WR� ILOH� DQ� LQFRPSOHWH� UHWXUQ��ZKLFK� LV�QRW�D�IUDXGXOHQW�UHWXUQ��DQ\�DUELWUDULQHVV�LQ�WKH�WD[�DXWKRULW\¶V�UHYLVLRQ�WDNHV�WKH�GLVSXWH�WR�DQ� DSSHDOV� FRPPLWWHH�� ,I�� RQ� WKH�RWKHU�KDQG�� WKH� UHWXUQ� LV� FRQVLGHUHG� IUDXGXOHQW�� WKH�WD[SD\HU� LV� VXEMHFW� WR� ILQHV� RU� D� SULVRQ� VHQWHQFH� �QRGH� ������ ZKLFK� LV� XVXDOO\�VXVSHQGHG��,I�WKH�WD[�DXWKRULW\�GRHV�QRW�VHWWOH�WKH�QRQIUDXGXOHQW�UHFRUG��QRGH�������WKH�QH[W�VWHS�LV�WR�JR�WR�FRXUW��$UELWUDULQHVV�LQ�WKH�WD[�FROOHFWLRQ�SURFHVV�EULQJV�FORVHU�WKH�SD\RII�IRU�D�WD[SD\HU�LI�KH�GHFLGHV�QRW�WR�ILOH��QRGH������DQG�LI�KH�JRHV�WR�FRXUW��QRGH�����7KHUH�LV URRP�IRU�WKH�WD[SD\HU�DQG�WKH�WD[�FROOHFWRU�WR�PDQLSXODWH�WKLV�V\VWHP��$W�QRGH����QHLWKHU�WKH�WD[�DXWKRULW\�QRU�WKH�WD[SD\HU�KDYH�DQ�LQFHQWLYH�QRW�WR�JR�WR�FRXUW�JLYHQ�WKH�DGYDQWDJHRXV�GHOD\V�LQ�GHFLGLQJ�WD[�FDVHV�
7KH�3UREDELOLW\�RI�'HWHFWLRQ,Q�D�FRPSUHKHQVLYH�DXGLW� V\VWHP��HDFK� WD[SD\HU¶V�UHFRUGV�DUH�DXGLWHG��$VVXPLQJ�WKH�WD[� DXWKRULW\� KDV� XQOLPLWHG� UHVRXUFHV�� WKH� JRYHUQPHQW� ZDVWHV� D� ORW� RI� UHVRXUFHV�PDNLQJ�VXUH�WKDW�HDFK�WD[SD\HU�SD\V�DFFXUDWHO\�DQG�SURPSWO\��*RYHUQPHQWV��KRZHYHU��QHYHU� KDYH� XQOLPLWHG� UHVRXUFHV� WR� VSHQG� RQ� WD[� FROOHFWLRQ� DQG� WKH� EXGJHW� IRU� WD[�FROOHFWLRQ�FDQ�EH�HLWKHU�XVHG�WR�SHUIRUP�TXLFN�DQG�URXJK�DXGLWV�IRU�DOO�WD[SD\HUV�RU�WR�WDUJHW� D� VDPSOH� RI� WD[SD\HUV� WKURXJK� VHOHFWLYH� EXW� GHWDLOHG� DXGLWV�� ,Q� VHOHFWLYH� DXGLW�SURJUDPV�� WKH� VDPSOH� FDQ� EH� UDQGRP�� VR� HDFK� WD[SD\HU� KDV� DQ� HTXDO� SUREDELOLW\� RI�EHLQJ� DXGLWHG�� 2U� DXGLWHG� WD[SD\HUV� FDQ� EH� VHOHFWHG� DFFRUGLQJ� WR� VRPH� IRUPXOD� RU�VHOHFWLRQ�FULWHULRQ�QRW�NQRZQ�WR�WD[SD\HUV��,Q�ERWK�RI�WKHVH�DSSURDFKHV��WD[�FROOHFWRUV�GR�QRW�UHVRUW�WR�DUELWUDU\ HVWLPDWHV��7D[SD\HUV�UHDOL]H�WKDW�LI�WKH\�JHW�DXGLWHG�WKH\�ZLOO�EH� VXEMHFW� WR� H[WHQVLYH� H[DPLQDWLRQ�� DQG� WKHUHIRUH� WKH\�ZLOO� EH�PHWLFXORXV� LQ� ILOLQJ�WKHLU� UHFRUGV�� 7KH� WD[� SD\PHQW� UHODWLRQVKLS�ZLOO� EH� FKDUDFWHUL]HG� E\� IHZHU� GLVSXWHV�ZLWKRXW� QHFHVVDULO\� LQFUHDVLQJ� LWV� WD[� FROOHFWLRQ� EXGJHW�� 7KXV�� LQFUHDVLQJ� WKH� µWUXH¶�SUREDELOLW\� RI� GHWHFWLRQ� UHGXFHV� WUDQVDFWLRQ� FRVWV� IRU� WKH� WD[� DXWKRULW\� ZLWKRXW�QHFHVVDULO\�LQFUHDVLQJ�WKHP�IRU�WD[SD\HUV²D�QHW�ZHOIDUH�LPSURYHPHQW�LQ�WKH�V\VWHP�
7D[�5DWHV�DQG�7D[�%DVH:KHQ� FRPSDULQJ�(J\SW¶V� VWDWXWRU\� FRUSRUDWH� DQG� LQFRPH� UDWHV� WR� FRXQWULHV� LQ�/DWLQ�$PHULFD�� WKH�0LGGOH� (DVW� DQG�1RUWK�$IULFD�� DQG� 6RXWKHDVW�$VLD�� (J\SW¶V� FRUSRUDWH�UDWH�LV�KLJKHU�WKDQ�PRVW�FRXQWULHV��7DEOH�����([FHSW�IRU�,QGLD�DQG�RWKHU�0LGGOH�(DVWHUQ�FRXQWULHV��WKH�QRUP�DSSHDUV�WR�EH����SHUFHQW��DQG�PDQ\�FRXQWULHV�KDYH�HYHQ�ORZHU�WD[�
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7DEOH����,QGLYLGXDO�DQG�&RUSRUDWH�7D[�5DWH&RXQWU\ +LJKHVW�0DUJLQDO�7D[�5DWH ��*'3�SHU�&DSLWD 5DWLR�D���E� +LJKHVW�0DUJLQDO�7D[�5DWH,QGLYLGXDO ������E� &RUSRUDWH5DWH������� 2Q�,QFRPH�([FHHGLQJ����������D� 5DWH���������������
/DWLQ�$PHULFD%UD]LO �� 1�$ �������� ��$UJHQWLQD �� ������� �������� ����� ��&RORPELD �� ������ �������� ����� ��8UXJXD\ � 1�$ �������� ��&KLOH �� ����� �������� ���� ��(FXDGRU �� ������ �������� ����� ��(O�6DOYDGRU �� ������ �������� ����� ��1LFDUDJXD �� ������ ������ ����� ��3DUDJXD\ � 1�$ �������� ��9HQH]XHOD �� 1�$ �������� ��3HUX �� ������ �������� ����� ��0LGGOH�(DVW�	�1RUWK�$IULFD(J\SW ��
 ����� �������� ���� ��%DKUDLQ 1�$ 1�$ 1�$ 1�$,UDQ �� ������� �������� ������ ��,VUDHO �� ������ ��������� ���� ��-RUGDQ 1�$ 1�$ ������ 1�$.XZDLW � 1�$ �������� ��/HEDQRQ 1�$ 1�$ 1�$ 1�$0RURFFR �� ����� �������� ���� ��2PDQ � 1�$ �������� ��6\ULD 1�$ 1�$ 1�$ 1�$7XQLVLD 1�$ 1�$ �������� 1�$7XUNH\ �� ������� �������� ������ ��8QLWHG�$UDE�(PLUDWHV 1�$ 1�$ 1�$ 1�$<HPHQ 1�$ 1�$ 1�$ 1�$$6($1�&RXQWULHV,QGLD �� ����� ������ ����� ��,QGRQHVLD �� ������ �������� ����� ��0DOD\VLD �� ������ �������� ����� ��6LQJDSRUH �� ������� ��������� ���� ��6UL�/DQND �� ����� ������ ���� ��,QGXVWULDOL]HG�(XURSHDQ�&RXQWULHV$XVWULD �� ������ �������� ���� ��%HOJLXP �� ������ �������� ���� ��'HQPDUN �� 1�$ �������� ��)LQODQG �� ������ �������� ���� ��)UDQFH 1�$ 1�$ �������� ��*HUPDQ\ �� ������ �������� ���� ��*UHHFH �� ������ ������� ����� ��,UHODQG �� ������ ������� ���� ��,WDO\ �� ������� �������� ���� ��1HWKHUODQGV �� ������ �������� ���� ��5RPDQLD �� ����� ���� ������ ��6ZHGHQ �� ������ ������� ���� ��8QLWHG�.LQJGRP �� ������ ������ ���� ��3DFLILF &RXQWULHV-DSDQ �� ������� ������� ���� ��$XVWUDOLD �� ������ ������� ���� ��1HZ�=HDODQG �� ������ ������� ���� ��3DSXD�1HZ�*XLQHD �� ������ ������ ����� ��1RWH��
�5HGXFHG�WR�����DV�RI�-DQXDU\������6RXUFH� :RUOG�'HYHORSPHQW�,QGLFDWRUV��������7D[�5DWH���,)6��0D\�������*'3�SHU�&DSLWD��DQG�*OREDO�&RPSHWLWLYHQHVV�5HSRUW� �����DQG������
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UDWHV�� ,Q� DGGLWLRQ� WR� D� KLJK� FRUSRUDWH� WD[� UDWH�� LQGLYLGXDO� LQFRPH� WD[HV� ZKLFK� DUH�XVXDOO\�SURJUHVVLYH� IRU�GLIIHUHQW� LQFRPH�EUDFNHWV�� FDQ� UHSUHVHQW�D� VLJQLILFDQW�EXUGHQ�RQ�WKH�VHOI�HPSOR\HG�LI�WKH�KLJKHVW�WD[�UDWH�DSSOLHV�DW�D�ORZ�WKUHVKROG��7DNLQJ�WKH�UDWLR�RI� WKH� WKUHVKROG� WR�ZKLFK�WKH�KLJKHVW�PDUJLQDO� WD[�UDWH�RQ�LQGLYLGXDO LQFRPH�DSSOLHV�UHODWLYH�WR�*'3�SHU�FDSLWD��WKLV�UHYHDOV�WKDW�0LGGOH�(DVWHUQ�FRXQWULHV�LQ�JHQHUDO�KDYH�KLJKHU� UDWLRV� WKDQ� WKH� /DWLQ� $PHULFDQ� JURXS� �ZLWK� WKH� H[FHSWLRQ� RI� &KLOH�� DQG�$6($1� PHPEHU� FRXQWULHV�� )RU� (J\SW�� WKH� LQFRPH� OHYHO� DW� ZKLFK� WKH� KLJKHVW� UDWH�DSSOLHV�LV�RQO\������WLPHV�*'3�SHU�FDSLWD��7KDW�UDWLR�LV�DV�KLJK�DV�RQH�KXQGUHG�WLPHV�*'3�SHU�FDSLWD� LQ� VRPH�FRXQWULHV��2QO\�(J\SW�DQG�0RURFFR�KDYH�D�FRPELQDWLRQ�RI�KLJK� SHUVRQDO� WD[� UDWHV�� D� ORZ� WKUHVKROG� DQG� D� KLJK� FRUSRUDWH� WD[� UDWH�� &KLOH¶V�LQGLYLGXDO�LQFRPH�LV�KHDYLO\�WD[HG��EXW�LWV�FRUSRUDWH�UDWH�LV�WKH�VHFRQG�ORZHVW�UDWH�DIWHU�,UDQ�
9��5HGXFLQJ�7UDQVDFWLRQ�&RVWV�LQ�7D[�$GPLQLVWUDWLRQ
0DQLSXODWLQJ�3DUDPHWHUV�LQ�WKH�(J\SWLDQ�7D[�&RQWUDFW7KH� ILUVW� SDUDPHWHU� WKDW� ZRUNV� DJDLQVW� SURPSW� FRPSOLDQFH� ZLWK WKH� (J\SWLDQ� WD[�V\VWHP�LV�WKH�GLIIHUHQFH�EHWZHHQ�WUDQVDFWLRQ�FRVWV�LQ�HYDVLRQ�DQG�WUDQVDFWLRQ�FRVWV�LQ�FRPSOLDQFH��7&H � 7&S���7KH�DQDO\VLV�LQ�SUHYLRXV�VHFWLRQV�VXJJHVWV�WKDW�GHDOLQJ�ZLWK�WKH� WD[� DGPLQLVWUDWLRQ� GRHV� QRW� UHZDUG� WD[SD\HUV� ZKR� FRPSO\� LQ� WHUPV� RI� ORZ�WUDQVDFWLRQ� FRVWV��:KLOH� WKH� WD[� UHIRUP� V\VWHP�PXVW� IRFXV� RQ� UHGXFLQJ� WUDQVDFWLRQ�FRVWV� LQ�ERWK�HYDVLRQ�DQG�FRPSOLDQFH�VFHQDULRV� WR�PLQLPL]H�GHOD\V� LQ�FROOHFWLQJ� WD[�UHYHQXH� DQG� LPSOHPHQWLQJ� SHQDOWLHV�� IRFXVLQJ� RQ� UHGXFLQJ� WUDQVDFWLRQ� FRVWV� LQ�FRPSOLDQFH�KDV�WKH�DGGHG�EHQHILW�RI�UHGXFLQJ�WD[�HYDVLRQ�LQFHQWLYHV��7R�HQFRXUDJH�YROXQWDU\�FRPSOLDQFH�WKURXJK�WKH�SUREDELOLW\�RI�GHWHFWLRQ��DQG�DW�WKH�VDPH� WLPH� IUHH� UHVRXUFHV� IRU� H[WHQVLYH� DXGLWV�� D� WD[� V\VWHP� FDQ� FRQFHQWUDWH� RQ� WD[�UHWXUQV� IRU� WKH�FXUUHQW�\HDU�DQG�EORFN�SUHYLRXV�\HDUV� IURP�UHYLHZ�� ,I�DQ\�VLJQLILFDQW�YLRODWLRQ�LV�GHWHFWHG��WKHQ�WKH�SUHFHGLQJ�SHULRGV�QRW�EDUUHG�E\�D�VWDWXWH�RI�OLPLWDWLRQV�FRXOG�EH�LQYHVWLJDWHG��7KLV�V\VWHP�ZRUNV�EHWWHU�ZLWK�LQFHQWLYHV�IRU�IXWXUH�FRPSOLDQFH�DV�RSSRVHG� WR�SHULRGLF� WD[�DPQHVWLHV� WKDW� UHZDUG� WD[�HYDGHUV�DQG�UHGXFH� WKH�FRVW�RI�WD[�HYDVLRQ��6LPLODU�V\VWHPV�KDYH�EHHQ�LPSOHPHQWHG�LQ�$UJHQWLQD��&KLOH�DQG�0H[LFR�DQG� KDYH� EHHQ� IRXQG� WR� SURGXFH� UHDVRQDEOH� UHVXOWV� �6LOYDQL� ������� %HFDXVH� RI� WKH�ODUJH�QXPEHU�RI�FDVHV�LQ�(J\SW�WKDW�QHHG�WR�EH�DXGLWHG��WKHUH�LV�OLWWOH�H[SHFWDWLRQ�WKDW�DXGLWV� ZLOO� EH� WKRURXJK� RU� FRPSOHWH�� (YHQ� WKRXJK� WKH� SUREDELOLW\� RI� DQ� DXGLW� LV�RIILFLDOO\�HTXDO�WR����WKH�SUREDELOLW\�RI�D�WKRURXJK�DXGLW�LV�VLJQLILFDQWO\�OHVV�WKDQ���
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7KH�V\VWHP�FDQ�DOVR�PDQLSXODWH�WD[�UDWHV�DQG�EDVH�WR�UHGXFH�WD[�HYDVLRQ��$�KLJK�UDWH� �W��� FRPELQHG�ZLWK� OLPLWHG� SHUVRQDO� H[HPSWLRQV� �SURGXFLQJ� D� ODUJH�5��� VXFK� DV��(������SHU�DQQXP�IRU�D�PDUULHG�SHUVRQ�ZLWK�FKLOGUHQ���(������IRU�D�PDUULHG�SHUVRQ�ZLWK�QR�FKLOGUHQ��DQG��(������IRU D�VLQJOH�SHUVRQ��FUHDWHV�D�JUHDWHU�LQFHQWLYH�IRU�WD[�HYDVLRQ��:KLOH�UHGXFLQJ�WKH�WD[�UDWH�PD\�LQFUHDVH�FRPSOLDQFH��WKLV�SROLF\�PD\�QRW�EH�IHDVLEOH�QRZ�EHFDXVH� LW�ZLOO� UHGXFH�JRYHUQPHQW� UHYHQXHV��5HGXFLQJ� WKH� WD[�UDWH�FDQ�EH� SRVWSRQHG� XQWLO� RWKHU� SROLFLHV� DUH� LPSOHPHQWHG� DGGUHVVLQJ� WKH� SUREDELOLW\� RI�GHWHFWLRQ�� HQIRUFHPHQW� RI� SHQDOWLHV� DQG� UHGXFWLRQ� RI� WUDQVDFWLRQ� FRVWV��$Q� DSSURDFK�WDNHQ�E\�PDQ\�FRXQWULHV�LV�WR�IRFXV�RQ�WKH�LQHTXDOLW\�IRU�ODUJHU�WD[SD\HUV��ODUJH�5���E\�LQFUHDVLQJ� WKH� SUREDELOLW\� RI� GHWHFWLRQ� IRU� ODUJH� WD[SD\HUV�� H[WHQVLYH� DXGLWV� DQG� VR�IRUWK��7KLV�SROLF\�LV�GLVFXVVHG�LQ�GHWDLO�ODWHU�
5HO\�RQ�7KLUG�3DUWLHV0DQ\�FRXQWULHV�UHO\�RQ�D�WKLUG�SDUW\�IRU�VSHFLILF�DVSHFWV�RI�WD[�DGPLQLVWUDWLRQ��7KHUH�DUH�WZR�WKHRULHV�EHKLQG�LQFOXGLQJ�WKLUG�SDUWLHV�LQ WKH�SURFHVV�RI�WD[�SD\PHQW��7KH�ILUVW�LV� WR� SURYLGH� FKHFNV� DQG� EDODQFHV� RQ� WD[SD\HUV� DQG� UHGXFH� WKH� LQIRUPDWLRQ�GLVDGYDQWDJH�WKDW�WKH�WD[�DXWKRULW\�KDV�LQ�HVWLPDWLQJ�HDFK�WD[SD\HU¶V�WUXH�SURILWV��7KH�V\VWHP�RI�DGGLWLRQV�DQG�GHGXFWLRQV�LQ�(J\SW�LV�DQ�H[DPSOH�RI�WKLV��/DZ���������ILUVW�LQWURGXFHG� WKH�V\VWHP�RI�DGGLWLRQV�DQG�GLVFRXQWV�UHTXLULQJ�JRYHUQPHQW�DJHQFLHV�DQG�SXEOLF� VHFWRU� HQWLWLHV� WR� GHGXFW� ��� WR� �� SHUFHQW� RI� DQ\� SD\PHQW� WR� QRQFRPPHUFLDO�SURIHVVLRQDOV�� 7KH� IXQGV� DUH� VXEPLWWHG� WR� WKH� WD[� DXWKRULW\� WRZDUG� SD\PHQW� RI� WKH�SURIHVVLRQDO¶V� WD[� OLDELOLW\��/DZ����������DQG� ODWHU�/DZ����������JHQHUDOL]HG� WKHVH�UHTXLUHPHQWV� WR� LQFOXGH� MRLQW�YHQWXUH� FRPSDQLHV�� WUDGH� DVVRFLDWLRQV�� KRVSLWDOV��HGXFDWLRQDO�LQVWLWXWLRQV��DQG�D�KRVW�RI�RWKHU�HVWDEOLVKPHQWV��)XUWKHUPRUH��WKHVH�HQWLWLHV�DUH� UHTXLUHG� WR� DGG� WR� WKH� SULFH� RI� DQ\� JRRG� RU� VHUYLFH� D� VLPLODU� SHUFHQWDJH� WKDW� LV�GHOLYHUHG�WR�WKH�WD[�DXWKRULW\�RQ�D�UHJXODU�EDVLV�7KH� EHQHILW� RI� WKLV� V\VWHP� LV� WKDW� LW� JLYHV� WKH� WD[� DXWKRULW\� DQ� HVWLPDWH� RI�WD[SD\HUV¶�DFWLYLW\��7KH WD[�DXWKRULW\�LV�JXDUDQWHHG�DW�OHDVW�WKH�SHUFHQWDJH�ZLWKKHOG�E\�WKH� WKLUG� SDUW\� UHTXLUHG� WR� SHUIRUP� WKH� FROOHFWLRQ� MRE�� 7KLV� V\VWHP� KDV� QXPHURXV�DGPLQLVWUDWLYH�SUREOHPV��ZKLFK�KDYH�EHHQ�GLVFXVVHG�H[WHQVLYHO\�LQ�WKH�(J\SWLDQ�SUHVV�UHFHQWO\�� LQFOXGLQJ� WKH� EXUGHQ� RQ� ILUPV�� HVSHFLDOO\� VPDOO� DQG� PHGLXP�VL]HG� ILUPV��ORRSKROHV�PDQLSXODWHG�E\�WKLUG�SDUWLHV�WR�DYRLG�SURPSW�SD\PHQW��DQG�WKH�LQDELOLW\�RI�WKH� JRYHUQPHQW� WR� FROOHFW� WD[� IXQGV�ZLWKKHOG� E\� LQYHVWPHQW� FRPSDQLHV� GXULQJ� WKHLU�WD[�H[HPSW�VWDWXV��7KHVH��KRZHYHU��DUH�QRW�WKH�IRFXV�RI�WKLV�GLVFXVVLRQ�



(&(6�:3���7RKDP\�����

��

,W� LV� LPSRUWDQW� LQVWHDG� WR� FRQVLGHU� KRZ� WKH� V\VWHP� RI� DGGLWLRQV� DQG� GHGXFWLRQV�LQWHUDFWV� ZLWK� WKH� FRQWUDFWXDO� VHWWLQJ� WKDW� XQGHUOLHV� WKH� ZKROH� UHODWLRQVKLS� EHWZHHQ�WD[SD\HUV�DQG�WKH�WD[�DGPLQLVWUDWLRQ��,I� WKH�JRYHUQPHQW�SURYLGHV�WKH�ULJKW�LQFHQWLYHV�IRU�WD[SD\HUV�WR�ILOH�WD[HV�DQG�PLQLPL]HV�WKH�SUREDELOLW\�RI�HYDVLRQ��WKHQ�WKH�V\VWHP�RI�DGGLWLRQ� DQG� GHGXFWLRQV� EHFRPHV� UHGXQGDQW�� ,I�� KRZHYHU�� WKH� JRYHUQPHQW� GRHV� QRW�VXFFHHG� LQ� DGGUHVVLQJ� YROXQWDU\� FRPSOLDQFH�� WKHQ� WKH XVHIXOQHVV� RI� WKH� V\VWHP� RI�DGGLWLRQV� DQG� GHGXFWLRQV� FRQWLQXHV� WR� EH� OLPLWHG�� 5HYHQXH� IURP� DGGLWLRQV� DQG�GHGXFWLRQV� DFFRXQWHG� IRU� ��� SHUFHQW� RI� WRWDO� WD[� UHYHQXH� LQ� �������� �$O�$KUDP������������ $Q\� V\VWHP� RI� VHOHFWLYH� DXGLWV� DQG� VHOI�DVVHVVPHQW� ZLOO� FRPSRXQG� WKH�SUREDELOLW\� RI� WD[� HYDVLRQ� RQ� WKH� SDUW� RI� WKLUG�SDUWLHV��7KXV�� WKH�JRYHUQPHQW�� DJDLQ��ZLOO�IDFH�DQ�LQFHQWLYH�SUREOHP�ZLWK�WKLUG�SDUWLHV�DV�ZHOO�DV�ZLWK�WKH�WD[SD\HUV��([WHQVLYH�UHOLDQFH�RQ�WKH�GLVFUHWLRQ�RI�WD[�FROOHFWRUV�FDQ�EH�YLHZHG�DV�D�NLQG RI�UHOLDQFH� RQ� WKLUG� SDUWLHV�� 7KLV� V\VWHP�� KRZHYHU�� XVHV� WKH� EXUHDXFUDF\� WR� LPSOHPHQW�JRYHUQPHQW� SROLFLHV�� 3ULQFLSDO�DJHQW� SUREOHPV�� ODFN� RI� LQFHQWLYHV�� FRQWUDGLFWRU\� RU�XQFOHDU� REMHFWLYHV�� DQG� URRP� IRU� UHQW� VHHNLQJ� DUH� VRPH� RI� WKH� XVXDO� SUREOHPV�HQFRXQWHUHG�ZLWK� WKLV� DUUDQJHPHQW��7R� HYDOXDWH�ZKDW� NLQG�RI� UHPXQHUDWLRQ�SDFNDJH�FDQ�HOLPLQDWH�WKHVH�SUREOHPV�LQ�WKH�EXUHDXFUDF\��9DQ�5LMFNHJKHP�DQG�:HGHU��������HVWLPDWH� WKDW� HUDGLFDWLQJ� FRUUXSWLRQ� LQ� WKH� FLYLO� VHUYLFH� E\� LPSURYLQJ� SD\� WR� SXEOLF�VHUYDQWV�FRXOG�UHTXLUH�LQFUHDVLQJ�WKH�ZDJHV�FRPSDUHG�WR�PDQXIDFWXULQJ�ZDJHV�E\���WR���WLPHV��7KH�UHVXOWV�RI�WKLV�UHSRUW�DUH�JHQHUDOO\�ZHDN��EXW�WKH\�LQGLFDWH�KRZ�H[SHQVLYH�UDLVLQJ� WD[� FROOHFWRUV¶� ZDJHV� LV� DV� D� PHDQV� WR� RYHUFRPH� WD[� HYDVLRQ�� 'HOHJDWLQJ�DVVHVVPHQW� WR� WD[SD\HUV�UDWKHU� WKDQ�FROOHFWRUV�FDQ�EH�HTXDOO\�HIIHFWLYH�ZLWK�D�V\VWHP�WKDW�µUHFUXLWV¶�WD[SD\HUV�LQ�DGGLWLRQ�WR�SDLG�FROOHFWRUV��5HO\LQJ�RQ�WD[�FROOHFWRUV�DGGV�RQH�PRUH�OLQN�WKXV�VKLIWLQJ�DFFRXQWDELOLW\�IXUWKHU�XS�WKH�FKDLQ��7KH�JRYHUQPHQW�FDQ�DOVR�UHO\�RQ�WKLUG�SDUWLHV�WKDW�KDYH�D�FRPSDUDWLYH�DGYDQWDJH�LQ� VSHFLILF� WD[� DGPLQLVWUDWLRQ� MREV�� 0DQ\� /DWLQ� $PHULFDQ� FRXQWULHV� OHDYH� SULQWLQJ�IRUPV�� FROOHFWLQJ� SD\PHQWV� DQG� SURFHVVLQJ� GDWD� WR� SULYDWH� VHFWRU� EDQNV� RU�FRUSRUDWLRQV��&RORPELD��IRU�H[DPSOH��KLUHV�D�SULYDWH�FRPSDQ\�WR�SULQW�DQG�GLVWULEXWH�WD[� IRUPV� WKURXJK� WKH� PDLO�� 3ULYDWH� EDQNV� DQG� RWKHU� ILQDQFLDO� LQVWLWXWLRQV� DUH�LQFUHDVLQJO\�DXWKRUL]HG�WR�UHFHLYH�GRFXPHQWV��SURFHVV�SD\PHQWV�DQG�DVVLVW�WKH�SXEOLF�GXULQJ� WD[� SD\PHQW� WLPH�� %DQNV� DOVR� DUH� DXWKRUL]HG� WR� UHFHLYH� WD[� SD\PHQWV��HVSHFLDOO\� IURP� ODUJH� WD[SD\HUV�� 3D\PHQW� IRU� WKHVH� VHUYLFHV� LV� XVXDOO\� LQ� IHHV�� EXW�EDQNV�DUH�VRPHWLPHV�DOORZHG�WR�XVH�WD[�IXQGV�LQWHUHVW�IUHH�IRU�D�IHZ�PRQWKV��
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7KH�TXHVWLRQ�LV��&DQ�WKH�JRYHUQPHQW�UHO\�RQ�LQFHQWLYHV�WR�WD[�DFFRXQWDQWV�UDWKHU�WKDQ�WD[SD\HUV�WR�JHW�DFFXUDWH�SURILW�RU�LQFRPH�UHFRUGV"�7KH�0H[LFDQ�V\VWHP�XWLOL]HV�WKLV� SULQFLSOH�� 7KLV� V\VWHP� RI� ([SHUW� &HUWLILFDWLRQ� DOORZV� WKH� WD[SD\HU� WR� XWLOL]H� D�SXEOLF� DFFRXQWDQW�� 7KH� WD[� DXWKRULW\� FRQVLGHUV� WKH� DFFRXQWDWQ¶V� VLJQDWXUH� D�µJXDUDQWHH¶�RQ� WKH�DFFXUDF\�RI� WKH� UHWXUQ��DQ\�PLVWDNHV�DUH� WKH�VROH�UHVSRQVLELOLW\�RI�WKH�DFFRXQWDQW��7KDW�V\VWHP�LV�YROXQWDU\��VR�D�WD[SD\HU�FKRRVHV�ZKHWKHU�RU�QRW�WR�UHO\�RQ�WKH�DFFRXQWDQW¶V�VHUYLFHV��$OVR��LI�KH�GHFLGHV�WR�KLUH�D�SXEOLF�DFFRXQWDQW��KH�KDV�WKH�IUHHGRP�WR�FKRRVH�WKH�RQH�WKDW�FDQ�JXDUDQWHH�FRQILGHQWLDOLW\��$FXQD�������S��������)URP�WKH�H[SHULHQFHV�RI�RWKHU�FRXQWULHV��LW�DSSHDUV�WKDW�WKH�WKHRU\�EHKLQG�UHO\LQJ�RQ�D� WKLUG�SDUW\� LV� UHOHYDQW�� LI� WKH� UHDVRQ� LV� WR�XWLOL]H� WKH�FRPSDUDWLYH�DGYDQWDJHV�RI�SULYDWH� SDUWLHV�� VXFK� DV� EDQNV� DQG� DFFRXQWDQWV�� WKH� UHVXOWV� DUH�SRVLWLYH�� ,I�� KRZHYHU��WKH� REMHFWLYH� LV� WR� SURYLGH� FKHFNV� DQG� EDODQFHV�� WKH� LQWHQGHG� UHVXOWV� DUH� UDUHO\�DFKLHYHG�XQOHVV�FRPELQHG�ZLWK�KXJH�VSHQGLQJ�RQ�RWKHU�PHDVXUHV��,PSOHPHQWLQJ�RWKHU�PHDVXUHV�VLPXOWDQHRXVO\��KRZHYHU��PDNHV�LW�GLIILFXOW�WR�HYDOXDWH�WKH�HIIHFWLYHQHVV�RI�UHO\LQJ�RQ�WKLUG�SDUWLHV�DV�SURYLGHUV�RI�WKHVH�FKHFNV�DQG�EDODQFHV�
'LVWLQJXLVKLQJ�EHWZHHQ�6PDOO�DQG�/DUJH�7D[SD\HUV�LQ�WKH�3UREDELOLW\�RI�$XGLWLQJ,Q� PDQ\� FRXQWULHV�� WKH� WD[� DXWKRULW\� KDV� WZR� GLIIHUHQW� GHSDUWPHQWV� RU� SURJUDPV� WR�KDQGOH�VPDOO�DQG�ODUJH�WD[SD\HUV��/DUJH�WD[SD\HUV�JHQHUDOO\�IDFH�D�PRUH�H[WHQVLYH�WD[�DXGLW�DQG�RU�D�KLJKHU�SUREDELOLW\�RI�EHLQJ�DXGLWHG�LQ�D�VHOHFWLYH�DXGLW�V\VWHP �7DEOH����:LWKLQ�WKDW�V\VWHP��DQG�RYHU WLPH��HPSKDVLV�FDQ�EH�H[WHQGHG�IURP�WKH�ODUJH�WD[SD\HUV�WR� VPDOO� WD[SD\HUV�� 3XEOLFL]LQJ� WKLV� SROLF\�� KRZHYHU�� FDQ� GHIHDW� WKH� SXUSRVH� RI�UHGXFLQJ� WD[�HYDVLRQ��:KLOH� LW�JXDUDQWHHV�FRPSOLDQFH�DPRQJ�ODUJHU� WD[SD\HUV�� LW�FDQ�FRVW�WKH�JRYHUQPHQW�H[WHQVLYH�ORVVHV�LQ�WHUPV�RI�VPDOOHU�WD[SD\HUV�ZKR�UHHYDOXDWH�WKH�SUREDELOLW\�RI�GHWHFWLRQ��2WKHU� PHDVXUHV� WKDW� GLVWLQJXLVK� EHWZHHQ� VPDOO� DQG� ODUJH� WD[SD\HUV�� H[HPSW�WD[SD\HUV� XQGHU� D� VSHFLILF� LQFRPH� WKUHVKROG� IURP� UHJLVWUDWLRQ� RU� ILOLQJ�� 7KLV� SROLF\�UHGXFHV�WKH�WD[�DGPLQLVWUDWLRQ�DXWKRULWLHV¶�SDSHUZRUN��EXW�PDNHV�GHWHFWLRQ�RI�HYDGHUV�PRYLQJ�LQ�DQG�RXW�RI� WKDW�H[HPSWHG�OHYHO�GLIILFXOW��5HTXLULQJ�UHJLVWUDWLRQ�DQG�ILOLQJ��ZKHWKHU�LQFRPH�LV�WD[DEOH�RU�QRW��UHGXFHV�WKH�LQFHQWLYH�WR�HYDGH�WD[DWLRQ�LQ�D�VSHFLILF�\HDU��7KH�WD[SD\HU�NQRZV�WKDW�HYDGLQJ�WD[HV�LQ�D�VSHFLILF�\HDU�GRHV�QRW�PHDQ�WKH�WD[�DXWKRULW\�GRHV�QRW�KDYH�DQ\�UHFRUG�IRU�WUDFLQJ�KLV�DFWLYLW\�
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7DEOH����&RXQWULHV�ZLWK�6SHFLDO�6\VWHPV�WR�0RQLWRU�/DUJH�7D[SD\HUV&RXQWU\ &ROOHFWLRQ�3URFHGXUHV $XGLWLQJ�3URFHGXUHV$UJHQWLQD <HV <HV$XVWUDOLD 1R <HV$XVWULD 1R <HV%HOJLXP 1R <HV%HQLQ <HV <HV%ROLYLD <HV <HV%UD]LO� 1R <HV%XUNLQD�)DVR <HV <HV&DQDGD 1R <HV&RORPELD <HV <HV&RWH�G¶,YRLUH <HV <HV(O�6DOYDGRU <HV <HV6SDLQ 1R <HV)UDQFH 1R <HV8QLWHG�.LQJGRP <HV <HV0DOL <HV <HV0DXULWDQLD <HV <HV1LFDUDJXD <HV <HV1LJHU <HV <HV3DUDJXD\ <HV <HV3HUX <HV <HV6HQHJDO <HV <HV6UL�/DQND <HV <HV7RJR <HV <HV8QLWHG�6WDWHV 1R <HV8UXJXD\ <HV 1R6RXUFH��7DQ]L��9LWR�DQG�$QWKRQ\�3HOOHFKLR���������7KH�5HIRUP�RI�7D[�$GPLQLVWUDWLRQ��,QWHUQDWLRQDO�0RQHWDU\�)XQG�:3�������
&RPSXWHUL]DWLRQ��1DWLRQDO�5HJLVWUDWLRQ�DQG�7D[�,GHQWLILFDWLRQ�1XPEHUV�$OPRVW�DOO�FRXQWULHV�HPEDUNLQJ�RQ�WD[�UHIRUP�LQWURGXFH�VRPH�PHDVXUH�WR�LPSURYH�WKH�WHFKQRORJLFDO�FDSDELOLWLHV�RI� WKHLU� WD[�FROOHFWLRQ�DJHQFLHV��'HSHQGLQJ�RQ� WKH�VHYHULW\�RI�WKH�SUREOHP��WKH�VROXWLRQ�GLIIHUV�IURP�RQH�FRXQWU\�WR�WKH�RWKHU��6SDLQ¶V�WD[�UHIRUP�LQ������IRFXVHG�RQ�FRPSXWHUL]DWLRQ�H[FOXVLYHO\��%ROLYLD¶V�WD[�UHYHQXH�*'3�UDWLR�ZDV�� SHUFHQW�EHIRUH�LWV�UHIRUP�SURJUDP LQ�������7KDW�SUREOHP�UHTXLUHG�GUDVWLF�PHDVXUHV�LQFOXGLQJ� KLULQJ� LQWHUQDWLRQDO� FRQVXOWDQWV� DQG� HVWDEOLVKLQJ� D� 7D[� &ROOHFWLRQ� 8QGHU�6HFUHWDULDW� DQG� WKH� *HQHUDO� %XUHDX� RI� ,QWHUQDO� 5HYHQXH�� 8UXJXD\� LPSOHPHQWHG� D�PRUH�JUDGXDO�DSSURDFK�WR�WD[�UHIRUP�ZLWK�D�V\VWHP�WKDW�UDLVHG�FROOHFWHG�UHYHQXH�IURP��� SHUFHQW� RI� *'3� LQ� ����� WR� �� SHUFHQW� LQ� ������ $OPRVW� DOO� FRXQWULHV� LQWURGXFHG



(&(6�:3���7RKDP\�����

��

��
����
����
����
����
��

7D[�5
HYHQX

H�DV�D
���RI�

�*'3

%ROLYLD 8UXJXD\ &ROXPELD 6SDLQ

%HIRUH$IWHU

D�YDULDWLRQ�RI�WKHVH�HOHPHQWV�ZKHWKHU�WD[�LGHQWLILFDWLRQ�QXPEHUV��UHTXLUHG�UHJLVWUDWLRQ��VXSSO\LQJ�WD[�UHWXUQV�WKURXJK�PDJQHWLF�PHGLD�IRU�ODUJH�WD[SD\HUV�DQG�VR�IRUWK��)LJXUH���SUHVHQWV�WKH�UHYHQXH�HIIHFW�RI�WD[�UHIRUPV�RQ�VHOHFWHG�FRXQWULHV�
)LJXUH�����5HYHQXH�(IIHFW�RI�7D[�5HIRUP�3URJUDPV�LQ�6HOHFWHG�&RXQWULHV

6RXUFH��*RYHUQPHQW�)LQDQFH�6WDWLVWLFV�<HDUERRN��WD[�UHYHQXH���,)6 �*'3��9,���&RQFOXVLRQ�7KLV�SDSHU� LQYHVWLJDWHV� WZR� LVVXHV� WKDW�GRPLQDWH� WKH�GHEDWH�RQ� WD[�DGPLQLVWUDWLRQ� LQ�(J\SW�� WD[� HYDVLRQ� DQG� WD[SD\HUV¶� KLJK� WUDQVDFWLRQ� FRVWV� LQ� WD[� DGPLQLVWUDWLRQ��(PSLULFDO�DQDO\VLV�HYDOXDWLQJ�(J\SW¶V�WD[�UHYHQXH�UHODWLYH�WR�*'3�LQ�D�FURVV�FRXQWU\�DQDO\VLV� VKRZV� WKDW� WD[� HYDVLRQ� LQ� (J\SW� LV� FRQVLVWHQW�� WR� D� JUHDW� H[WHQW�� ZLWK� LWV�HFRQRPLF� DQG� LQVWLWXWLRQDO� FRQGLWLRQV�� $GMXVWLQJ� IRU� (J\SW¶V� KLJK� WD[� UDWHV�� WKH�DQDO\VLV� LQGLFDWHV� WKDW� WD[�HYDVLRQ�H[LVWV�� WKRXJK�LW� LV�VWLOO�QRW�KLJK�LQ� FRPSDULVRQ�WR�RWKHU� FRXQWULHV�� 7KLV� FRPELQDWLRQ� RI� WD[� HYDVLRQ� DQG� KLJK� WD[� UDWHV� KLJKOLJKWV� WKH�LPSRUWDQFH�RI�DGGUHVVLQJ�WD[�HYDVLRQ�EHIRUH�DQ\�DWWHPSW�LV�PDGH�WR�UHGXFH�FRUSRUDWH�RU�LQFRPH�WD[�UDWHV�WR�PDLQWDLQ�RU�LQFUHDVH�WD[�UHYHQXH��(YDOXDWLQJ�RI�WKH OHYHO�RI�WUDQVDFWLRQ�FRVWV�LQYROYHG�LQ�WD[�DGPLQLVWUDWLRQ��EDVHG�RQ�EXVLQHVV�VHFWRU�VXUYH\V�LQ�ERWK�(J\SW�DQG����RWKHU�FRXQWULHV��VKRZV�WKDW�WD[�LVVXHV�DUH� SHUFHLYHG� DV� PDMRU� REVWDFOHV� WR� EXVLQHVV� ERWK� LQ� GHYHORSHG� DQG� GHYHORSLQJ�FRXQWULHV��7KH�VXUYH\�RI�(J\SW�VKRZV�WKDW�VSHFLILF�REVWDFOHV�WR�EXVLQHVV�UHODWH�WR�WKH�WD[�DXWKRULWLHV¶�GLVFUHWLRQ�DQG�DUELWUDULQHVV�
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7KH�OLWHUDWXUH�RQ�FRQWUDFWV�DQG�WUDQVDFWLRQ�FRVWV�SURYLGHV�WRROV�WR�HYDOXDWH�WKH�WD[�V\VWHP�DQG�LQFHQWLYHV�IRU�ERWK�WD[SD\HUV�DQG�WKH�WD[�DXWKRULW\��7KH�DQDO\VLV�LGHQWLILHV�FRQWUDFWXDO� ZHDNQHVVHV� WKDW� LQFUHDVH� WD[� HYDVLRQ� DQG� WUDQVDFWLRQ� FRVWV� IRU� ERWK�WD[SD\HUV�DQG�WKH�WD[�DXWKRULW\��$Q\�HIIHFWLYH�DWWHPSW�WR�UHIRUP�WD[�DGPLQLVWUDWLRQ�LQ�(J\SW�PXVW�DGGUHVV�WKHVH�ZHDNQHVVHV�ZLWK�DQ�HPSKDVLV�RQ�GHYHORSLQJ�D�V\VWHP�ZKLFK�HQVXUHV� WKDW� LQFHQWLYHV� WR� SDUWLFLSDQWV� UHLQIRUFH� WKH� V\VWHP¶V� HIILFLHQF\� LQVWHDG� RI�IRFXVLQJ�RQ�PHDVXUHV�WR�µSROLFH¶�WKH�SDUWLHV�LQYROYHG��
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5HIHUHQFHV$EGHO�5DKPDQ��$�0����������³(J\SW¶V�*HQHUDO�6DOHV�7D[��5HFHQW�'HYHORSPHQWV�DQG5HIRUPV�$KHDG�´�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��:RUNLQJ�3DSHU�1R�������0DUFK���&DLUR�
$FXQD��/�)��5DPLUH]���������³3ULYDWL]DWLRQ�RI�7D[�$GPLQLVWUDWLRQ�´�,Q�,PSURYLQJ�WD[�DGPLQLVWUDWLRQ�LQ�GHYHORSLQJ�FRXQWULHV��HGLWHG�E\�5LFKDUG�0��%LUG�DQG�0LOND�&DVDQHJUD�'H-DQWVFKHU��:DVKLQJWRQ��'�&���,QWHUQDWLRQDO�0RQHWDU\�)XQG��
$O�$KUDP�$O�,NWLVDGL �&DLUR������0D\������
$O�$KUDU �&DLUR�����-DQXDU\������
%UXQHWWL��$\PR��*UHJRU\�.LQVXQNR�DQG�%HDWULFH�:HGHU���������³,QVWLWXWLRQDO�2EVWDFOHV�WR�'RLQJ�%XVLQHVV��5HJLRQ�E\ 5HJLRQ�5HVXOWV�IURP�D�:RUOGZLGH�6XUYH\�RI�WKH�3ULYDWH�6HFWRU�´�3ROLF\�5HVDUFK�:RUNLQJ�3DSHU�1R��������$SULO����:DVKLQJWRQ��'�&���:RUOG�%DQN�
&RDVH��5RQDOG�+����������³7KH�3UREOHP�RI�6RFLDO�&RVW�´�-RXUQDO�RI�/DZ�DQG�(FRQRPLFV ���2FWREHU��������

������� ³7KH�1HZ�,QVWLWXWLRQDO�(FRQRPLFV�´ -RXUQDO�RI�,QVWLWXWLRQDO�DQG�7KHRUHWLFDO�(FRQRPLFV������0DUFK����������
��������³7KH�,QVWLWXWLRQDO�6WUXFWXUH�RI�3URGXFWLRQ�´ $PHULFDQ�(FRQRPLF�5HYLHZ �6HSWHPEHU����������

&KDQG��6KHHWDO�.��DQG�.DUO�2��0RHQH���������³)LVFDO�$IIDLUV�&RUUXSWLRQ�´�,QWHUQDWLRQDO�0RQHWDU\�)XQG��:3���������:DVKLQJWRQ��'�&���
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